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Summary
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 Decision (D.) 82—01-103; Janvary 21, )
guidelines ’c* weilivy ou-chases o e’octri *t -.om cogene*ato*s a“&
small power nroc ucers. That decision ordered utilities to file "ve

LR X ) - o atw

u.a“dardﬂp.icn o2%ers ~each of which wc ¢ Ye a com: lete contrac*"

‘hich szall power p*od ncers could sign withouy negotiation. ”he Zive
0Lfers were <0 Zeet the v_.ied nends o’ differens qual fyfng o
cogeneration and szmall pewer producTion facilities (®s).

aim e W

* TbeAas-available cffe: P27S an e»e:

paymens d‘a cavacivy” pay"ﬁnv 2g/XN

varying ®y +time o de"very. The paymeznt is

derived *"om utilitvies' shorv-run avo‘ded

costs (i.e., variadle ope*ating cos%ts piu
nortage value). -This 0ffer is sinmilar %0 a

8pot Zarkes purckase In 2 competitive

environmens and .equ::es pole _cng-,e~m

ggn tTacT-type commitnent on <She part of

M
e

2irm cazacity 0ffer is Like the as-
availadble except that payments . for capacit
a-e tased on sypecific perforaance-
seguirements being met by the QF
(-“c’"ding °va"abilitv cr cutout
-bquire:e“vo). ne ﬁa,aci*y price z2y be
fixed for up <o 30 year he oZfer
provi.es' ze pricing eertain‘y Zor Those
who can mee:-the-specifi ‘perfornance’
c-i#er‘ . - s

Tre less than 100 kW-o0ffer is sizilar <o she

as-available, excens for sinplified
requirezents for the small facilities.

““e f*va-voa- fo*ocas* offer fixes enesgsy
pri ces Low-Iive yea's, p-ov;ding nore price .
cer <y ‘

ne *ong-.e-m rescuTCe n1a1 hased ¢cfler

bages prices o1 zew uvilicy resources (as
oprosec %o shor t--u. avo‘ded cos%8). It may
bﬂ used <o establish price zore ’*-"”y Lo

ge- periods and <0 aay Zor the full value
o W Tesources
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package, is found t0 be %00 durdensome and

not in compliance w‘:hﬂD.BQ-O'-1oi...SDG&Dﬁs
two of_ers are both Lfound not %0 ve in
compl anco. SDGEE fs also directed 4o amend
t3 offer consistent with 2G¢&I's offer, as.
modified by the decisi . _
Termination Previzions. In the event a
firm eontract Q- -e—n_na.es, the decision
Linds- *ha* the Q¥ mus‘-*euay ke amount it
was paid that exceeded what ‘* would have
heen paild had it no* s-gneﬂ a long=vera
contract (<the levelization ove pavmen.).
Additional provisions are ssvabtlished £
inadequate ncvice is given. This apb-oach
wagically follows thav used. by 2G&E ard
SDG&Z. 3Zdison’s r,imbu*ﬂene v caleulasion &
app*ove;, tut 2dison iz o ho'w‘se requ..ed
nodifly i4s approach in Xeeping with <k
d:c_s.on.

ghe.gy ay:eﬁts. The degision
estanlishes a procedure which allows QFs <0
review and -comment on the utilities' proposed
energy rates fLiled each per.oc. % also
orders the utilities 4o include contract
language which ¢lacifies thav ene-gy Dayaents
skall Be derived Lrom the uil avoided
variakle operaving cos<s tzrou*ﬁout trhe 1life
0% <ne conwract. Individual issues are also-
-esolvod regarcing use oZ avn-ﬂgo vs. actual
: yea* c"e"ental “e"* raves in <he
calculasions (average is used now, dut
utilivies can “are proposals for actual
_a*er); line lose (zuch losses are assuzmed %0
9e gimilar %o utility »iants, vut further
study is recues ed) and cur<sailmens (the
H?Sve= e" —-yh - i: d-82-01-103 ‘S
.con:i:uﬁd w*v_ 2 rejecsion of lizmits on the |
. use of this provision ’o- “cw) -
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by D 82-0‘-103 was intenced *
_.o QTs ‘Butithe righvs and
- The s% auda-d oZLer
other words, an ocoﬁo c—pacmage : heip ices and - the ¢0
cerms are fmexsrica Bly bound: Togey e..u"w'."u)u' - R

Iz order 4o meet the wvaried nmeeds ¢f. Q“s,’the'standar&:
£Ler, deo-gned “o *eﬁogn.z che Two basic comuonents:o’:a’vower:w .
bu*c“ace - energy and’ canacity,‘3*ov££edif£ve7c“’°' coptions. @ The’

i it gy - -av

‘expressed as separate o”e.-,-VEré s

-h‘n v‘hu‘

o4
e W ahsin o

“hey were

ch
orter %Tinm

ore as follows

1. Wishin 45 -éays of - e date 0 -
2. 82-0‘-103, she u**’i e crdered ¢
file stancard ozlers Ior

As-available enersgy and ca
b2sed on 2 3hort-run avo‘dnd
CO3% net2060108Y. - :

Tirz capacity based on 2. shosi-
~un ma*sina’ cosv net‘odology.

Ine *gy ané ca:_c y provided oy
Yelow 100 zilowatss (kW) iz

days 0f +vhe effective dave of
'03, ~he u*ilit‘e ware o-cn:ed
a—d Of-“pn -

- . - - -

Znergy dased on a forecast of
-energy payzents Zor up To. Iive
yea*s vied ©o either an as-
Cavailable or firm cazacity |
oPILOZa: - Tt
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Sunmary

Decision (D.) 82-01-103, Januvary 21, 1982, es 'ol‘.shed
guidelines Zor utility purchases of electricity £
uv

small power producers. fThav decision ordered ’
svandard price oZfers eech of which woull e a2 cqmp’ete con‘rgé*

o

i -‘bles d-o "‘1

-l-»l- —n-d-

which small power p“Gduce S eould sign withoutAnégov-‘u-on:“"”he "v

alw

offers were o meet She varied needs of different gqualifyin

- ol b,

cogeneration and small pewer produstion facilities (QPs).

e w W - s e -

* The as-ovail tle ¢ffer pays an ener
paymnnv ac 2 ﬂanac_uy payment in ¢/¥kWn

vary.“g by ime of deliver “he payment Iis
derived from usilisies’ s“o*‘ run avoided
cos‘ (i.e., varizble operating cosss sius

ortage value).--Tais 0ffer is sinmilar %0 2
spo* zarke? pu*c“¢se in 2 competitive
ex vironme“v end v qu**ns pole] _cng-,e.u
ggn ct=%type commitment on <ze part of *hn

The f£irz= ecazact 0f%er is Lize The as~

available except thas 22 ym nzs Zor ca:aci:y
e tased on specific perfe*ma“ce
eguirements being met By <he Q7

(.nc’ud ng avallability or cutons
q"‘-ﬂmenvs). Tne ganacity price zay be
fixed for up o 30 Fear 5. The offer

v"ov*deo some pricing sertainty Lor vhose

who can m&et the. sp»ci wpé*‘o-narce

v a -
m-fd-e

The less than*tOO'kW-o’fer 15 ginilar %0 the

es-availedle, excent for simplilied

o

reguirenensts Jor *'e-sma._ Jacilivies

- vnas e 8

_“e "Vﬂgyoa- foracnst offer “xes energy
prices ZoT Live Fears, providizg more price
certainty. : . :

The long~-%ery resgurce olan based ¢EZle

bages prices on ew—"*i TesouTces (as
0pp0s8ed S0 short-run @vo‘ded costs). .I% zay
he uged =0 establish price zore "'"’7 ’o~
longer perieds 2néd to pay Zor The full valw
02 new resources.

om cog#ner ors &nd

p
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vackage, is found to de <00 burdensome and
not in compliance with D.82-01-10%2. ©SDG&Z's -
w0 02fers are hoth found 20t %o be iz
compliance. SDG&E {s also direcved ©o amend
%3 0ffer consistent with 2G&Z's oller, as.
modified by the decision.
mermination Previzions. In the event a
Sirm convtract QF terxninates, vhe decision
£inds +hat the QF must repay +“he azount it
was paid that exceeded what it would have
been paid had it not zigned 2 long-vern
cont-act (<he levelizasion cverpayment).
Additlional provisions are esvatliched 12
inadequate nctice is given. This approack
wasically Zollows what used by 2G&3 and
SDG&E. 2dison's reimdbursexment caleulation 4
aporoved, tut Zdison iz otherwise required 40
nodify i%3 approach in zeeping with the
cdecision.

Snerzy Pagments. The decisioz

estaoLisnes a procedure which allows QFs ¢
review and comzent on +vhe utilities' proposed
energy rates £iled each period. It aliso "
orders %he utilities o incilude contract
language which clarifies that energy payzment
shall be derived frozm <he Zull aveided
variakle operating costs throughout the 1life

0% <he con%ract. Individuval issues are also-
resolved regarding use of average vs. acvual

- year incremental Zeat raves in the '
caleulations (average is usged zow, dut
utilisies can make proposals for actual
later), Yine loss (zuch losses are assuned w0
Ye gizilar vo utility plants, duv furcher
study is reguested), and curvailzent (the
e7ssen estadlished in 2.82-01-107 is 4
S convinued with. 2 rejecsion of Limits on the |

 use 02 this provision Tor new). ' o

PR v e e
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Introducstion

This decision T
toward &
aad small power produeti

AL [z

_ ep-ese“vu & ‘urthe-‘s*»p‘by
s stated goel o‘ n*omotin the dnva;ovme,,ﬂ'- cogene-a ilon

s Comm*s ton

-f'"'l‘d-nf

on feciiities, alterﬁa*‘vne'tdi**n
ivional generaticn of

eleciric powe* thr agh :he ase o’ Zessil

Qur policy, develoned-iﬂ praviots - dec‘*‘

is order's ¢larifs

a

- e
relationshi

andards gover

Reguiatary Poli
vne Coxzission

.o.onc, a-ll be—se-ved

,'gnd¢furtne* definivion of the: proper

-

‘eg a“drtnese a-«e cate gn'ﬁ*ation
s .regari has
Was co eicad
and co*&itf »3 of
cogener sion and

Pald w0 priv cely cyned-gene:a
resulsing *egula?ions”adéptn
gsion (PZRC) speci?

* - -dnu ,

0% power
<he benefits of the aw:'
inplezentasion.

On January 21

rules governi: "
Srom cogenerﬁio‘s'a:dfezéli cbwer produ ers W }f walil for

.085..we_issueﬁ D 82—01-103 40
decision orlered <he za*o* Californi

2 Juo_ crutilie y'° Purchas

-

““vc -»g;*a

o
-—ec‘:rc <

standard offers for power purckases :: 2 guali

on avoided cost oriz iples

would promote The zmaxizuz

o

sesSgurees

Ve concouield <havw a.vo‘dnd cocs”

ent developzent of these alvernative
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ecision *ev*esenou & furth ‘s -»p‘by cais Comm‘s ion
stased -goel o bﬂomo‘in she dnve;onme Q= cogene-a
ower p*cduc* on foeiiiste g, als ﬁa-‘vae‘tbéthei
len of elecz::cﬁjowé- q-o"g: <He use of Zessil
oliey, develo 2 in previous decistons; will-be served
c*arificatio' 2xnd further defi:itién-of~**e propaer

ween p c uti:iti g and These a.:e-_a*h g.“eratio

B P

inﬁ tisﬁ-nga*d nas

%0
-"ws sn\-lmn
well as the
CodA §a4822)‘a " e T3
cies Aet o_v'°78 ( PTRZ A)) §2 _"'ecuires
n *o "apyrove and esTadblisk. 5 :
owned generas ion fa
lons adopted oy':ae':ede.a’- e g o*y
spe ify rules go rerning Q'JEO‘i’ ili;y’s surehase
0L power Zron coge wor s-a“d szal _'powe* prod ce's who ¢ualily Zor

the Yenefiss of "' . gu-at-onl require” 5% a*P

iaplezensation.

On Janvary 2%, )
decision or-dered <hze zmaldor ualifcrni
stanfard offers for power purchases
on avoildeld cost pringciples. We conclw
woulé prozove <ze zaxizmux officlent deve:opz
resources
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Tre standard offer ordered by D 82-0 -103 was intended <
deseride not only <he prices',o bo 3a‘d [y QT bu.-vh rights and
obligations cor eSbOﬂdi.S v0 vhose prices. The standard oZfer is. in

- Ap . el

other words, an"nc01o cfwacxage iw which %he prices and: The coniracy

A XLl

terms are inexsrica _y‘bound togetker. .- T L -0 P

CIx order %o .meed the varied neels of QFs,” tae standards
offer, designed %o *nﬂogx‘ze
purch 308 - Pﬁe-gy and

1& ‘ili
eriolds were as fol” V-t

1. "Within 45 days of ‘ ctive date of
- D.82=01-103, <he u s were ¢rlered
Iile svandard offer ‘

a. Asg-availzble ."e*gy a.d ca:acity
based on 2 znori-runavoided
cos8% etrocology.

b. Tirz capacity based on 2 shors-
*un = .g-na’ cosv :ez;odo-ogy.
e“gy and capacd :oz‘dnd by

.-

Ce :4‘."
Q“ low 100 g-_ow =5 (%W) ¢=
si

thin 90 days oL <he eofiective ¢
.82-01=10%, <he u*ili*‘e* were o
le svandard offers Zor

L
-
-

W
P,

2. Znergy based or a forecast of
.~ -energy payzments for up %o Tive.
7ears tied <o either an 2s~
available or Zirm cayacizy
opsion.. . . ..
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. FPirm caﬁacity‘based on- .
CwEilivy's -ong--ur na*s-na7 cos8%s
developed Srom *h u*“‘* 's o
resource pl : e
The scopetof'the-p*es¢ﬁ* procend.n 48 Lipitved vo thpse_t_
offers for which a 45-~day Ziling was. set- in D. 82-01-.03,,, ted

-

. above.-fF‘vo-yea" Zorecasted energy payuen s.and -ong—
e reviewed in sunsequbn. p:cceed-dgom
~(A.) 82-0/.-44. ;..82—04-46 and h.&:-oa_a?). -
n D.82~01-103, ke Commission ouvlined the :*ocedu e walcn
wousd De felleowed in <he zparoval 05;:ne'o£f rs filed after 45. days.
Tollowirng st :f'revie" “he ¢ffers were O -vaxe effectu:wo‘weexy
after ‘the dase of unless ¢sherwize suspended by the .
Comzmisgion. 3Zach these offers would <hen de reviewedu-n
subsequeny ev‘den*‘a-y hea:‘*gS‘to deternine
with D.82-01-10% and the face 'o"‘:hé pr
<he ¢ffers. 3y D.82-04-C71 (April'T
20difying D.82-01-10% and denyi

required <o azmend their ini<ial

-

raegerived

$3:1

ﬁb.e p

1 3ackzroun

renearing Wat:e*s

Compliance hearings as required b7 the Cozmmission

- a

D.82-01-103 commenced witih 2 prenrearing conference zelc on

a - i St g b et u«

1682, in San Prancisco, Californi . A% thav
adzinisiravive law judge (A2J) anmounced t~a€
D.82~01-10% <he Commiszsion had preserided

as follows:
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"These evidentiasy-hearings...will bBe narrowly -
regeric4ed- o the issues of each-utilivy's - - C
compliance with the-requirements o <his
decision and of the Factual dasis for <he
prices contained in each standard.offer. -The .
evidentiary proceeding will not be 2 Lforun Zor -
reexamining vhe issues resolved in this L
decision." (Zzphasis original.)

Turing <hs prekearing conference, however, iV Decame ¢

shat, even wisth imitation cher

. -
P - = Vea'sn

numerous issues relaved 40 bovkh! the utilivies' compliance W

D.82-01-10% ané subiecss not resoilved by'tha:‘decision’buxirelev oo

+o <he standard ore than 25 parties voliced their concerus

R T

Vi w &

ané offered zugges” c"s‘?.t“&qw‘vo'p:Oceea'in"this"complex‘mat'n~

Based oz svatemens s .prezearing conference and
subsequent written svatements ¢ ' and the svall on
82, an ALS ruling was issued. 49, 1982, .2ke ruling
e following deverzinations: _ -

Mo initiate heasings, +he complesioz of
stvaf?f reverts related vo the asplications’

0f Zdison §A.82-03-37), G&Z (A.82-03-26),

and SDG&Z (4.82-03=-T78) were necessary.. - .. .
Several 0F the applicens utilizies-nad-— - -
argued that their applications were . -
intended  ©o comply wish <whe orders, issued

in QIR 2. 2Therefore <he response ol svall

or interested parties 0 - filingswere
recuired in-order vo0 idexntify the issues. .

Pollewing receipt of svalli's. report on.
‘Zéison, Pudlic nearings would commence’
Touly 12, 1682, with Zdison's dirvecw
CSROWIRG.r - e e o




Zearings oz <the zpplications of Sierr ,
Pacific °owe:_Ccmpany éA.S -03-62), “Dacific
’owe* & aég.u‘vcm'a“y A.8 -03-673 cand C?
Nationel Co"*o'a..o“ (c2 ! onal) - -
(A 820421 ) would-be deferred until svass
reporis could ve _ssued e <nose L
arplications.: Rl :

The ALJ ¢oncurred with thp e*a" tnev '
izsues o be considered in 52 p*ocend‘ng
exvended ©0 gquestions éealing Tait
provisions included in tze ti:i**es'-
appiications, although noT cpecifically
addressed by <the Ceommiesion in L%s CIZ 2
declsiong, as well as an anplicant's -
compliance wisn “zose orders.

Th riffs required by 2.82-C1-107,
Ordering aragrazas ‘2 and 19 (s andoy
rates) _nd O*dering Daragrevh 2"( sarallel
generasion), shouléd be considersd an
.nteg-al na:t < whe subdiect standaré
¢ffers for purposes 0f assessing sheir
compliance witr 0I2 2.and zoust. <therefore
nade oz o’ each ¢f <he sudiecsy

appl‘ca ons.. : A

Zxoert Testimony

Pollowing This *Llin , 40 days 65,"03-‘ng were-*e”d hetween

12, 1982 and Ocsover 15, mez' in Saa Frencisco. During thas

tessizony wés-pfeSé ted ral lating o she app;ica:ioné;of 2G&z,
-dison, and SDGAZ. Be*we.“' sne applicans u:ili:ies, <he Altermate
Gezmeration ané Hate Desi gﬂ ectio“o “2e stalfll s e au Local
goverazent zgencies, and B -,ééaés azd -»d‘?*dua s,pr “._y or
votentially operating or iazvolved with cogenerasion and small power
production facilities, a2 <otval ¢Z &1 witnesaes were called <o
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testily. Vauy o' tne"e witnesses, 4 inc’"ahd experts-i

engineerin ’ Pco. nics, ’ax, nd’ ,anag nt, .estzfied-mcre"than‘once

during the near 15“', 1nteres*ed pa-*‘es, representing various types

et QF deve;opnenv account ed for t7'of ese wi ﬁeéaos. Sevenvy-Zour -
x2idits were received 1230 evidence. S
2. Stat zenss ' y

|7 Durinmg tze course of the p*oceed‘ng, ainumbé*»o’

viduals had expT essed <heir. dns Te. vo,o fer. statezenss,-as”

Py . eeen

o

di
0T0sed o testi:on .'c*r:: hearing. e > esponse %0 these’

L ]

ecuesss,
tze ALJ, in notlecing <th ~‘~g dates o De reserved for hel”

te parties, 2lso set o specific dzte for pudlic

i

"Oh'n*gus. 30 82; 18 peopie 0Zfered wheir VIéwsfreIatingA
o the standard offers at issue. These individuals were uniforzly
cerned :na: va _cus n*ov;sio“s 0% <he t:ilitiec' svandarg offer
were uov in APea’*g w;th tnis Co**‘as’o s ‘and PURPA"s policy of
engouragin the ‘nve opzment of curalifying facilisies. In parsicul
thesé'izd‘v‘d wal c"és oned 4me usilisieg' bases for the ca;cula.;on-"
0 their vc‘ded costs axd the reasonmzbleness of cersalin provisions

of 4he 5 da-d 0f<ers waien <her éoésiééred <0 be penaliies or
°b573¢;e <0 QF d»ve-oameﬁ..l' | o ' B
~ Most of *hose zaking statezents eivher were purchasers or

sellers of "*a-_, e-s-zeﬂ (v =0 10 uW) wiand generators. -Their

chief concern was :“e level of imsurance required of GFs undar vhe
gzandard offers. Tt was argued shat the wreziiz level excesded both
<ze -eve* ze benefit T0 e desived Zrom imstaliation of aswind. .-
generator as well as any risk created by such a facility. ALl agreed-

ttat the present ingurance reguiremenve would stifle the growing

pot ential of <This alterznate resource.
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In 2é8divion. fed e dndivi a s eith ‘
TO0K <he opporet : - wled hea ng days .o'
make statements or wrote _e*te s‘o“‘o* tze 3ubj¢cv.

These statements and co::esnond-.ee ol ’"were zoe* ’"equnnﬁly
industry-avecilic, raiseld concerns '1 lor ©0 *“ose axp'ecsed -n
er testimony and comzents and aske Comzission %o adop«,
tanderd offers which would exnccurage, not discourage, O proﬁuctibn.
Corsideration 0f Firn Cavacivty Methololosw . | .
Puring %the nearings 26G&E a*é Zéizon a*:ezp d *o offer
ves+tinony and cuestion tae s3alf on The Droper zet aodo-csy Zor
he ag-azvallable capaci 3_and firzhcapaci:y :ricos ¢ be
By oral ALJ :uling on July 20, 1982, 2ll parties were
_ addressing ki ne grouﬂds et bR A
resolved In QIR 2 228 was yo:d <the scope of,the e
roceedings. This ruling was Saaed on 2 review of,the
anguage of D.82-01-103 and 2.82-04-071 in O_" 2‘ard'éonsult
with.the assigned Comnissioner's.office. On July. 26r,1982_ G&g
a =o%ion with the Commizsion seeking reversal of <This *uling.
ar mosion ox-<uly 28, 1982. | m
1ed Comm oner coneLu
not need ed %0 the Cozmmission, but y
resolved By , d Upon consideéét
o 2G&Z and 7 ‘ f:he:'*nv‘ow oI vhe

decisions, : 2d T JALJ 'z wulic saou_d e rever
in part and alii ST. 1 i cluded u,a*
this proceeding was the er Torun.ZoT. add'ese‘:g **n iszue of *EeJ
appropriate netzodology Zor deserzining capacitiy cos<s, oaggd‘on”;;ép
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shortage cosSt co cepv, or 2 utility s firn capacit ~standazé-

oler. Revisi oz c‘_t“e'ﬂéfh ogy for caleulating 2 utili*yjsfas-,.
avail able capacisty paym bl do <ed in D. 82-04-071, ‘however, WasS. -
reserved 2or <the util. es' gene-a; T *e cas s-specifiec,iz-xha; )
deciston. . . ' B e LT

. Tes izory by'é ‘;a-tins on the 4izzue 0F vhe proper .
meshodology for calculati ﬂg 2 utflﬁt : camacity price was heard -
over 2 10-day period fbl owing < yrese tonw of all other
cestizmony. In order %0 expetiv
certa‘*,info**az on -oaosed by
direc*ed 1-3 be se-ved 01'*he pﬁr
D. Subm‘ss‘o o e

A% tae conc_us on 0 the fi:a”déy'o’”hear:ng onOctover
1081, in ,Auu'rulitg izsu ed <nas’ same date, A.S2-03-26, .- - -
n-82-03—37 ané A. 82-03—78 we*o s*b:i::ed "von :he‘fo--owing:,-t

1. Th suhoissicn By PGEE of an adéd it:ona_.
p*ovosa’ a 8 ad*ust*#nt .e-a.ec <o .
. Znergy Rel “"it Tndex used by ’G&H in -
caloul :in s -“o*‘agé coses on w“‘ch
G s svandazé offer Zor It capact
,w;l: be. vased.

2. he filiag of con T
\ovembe- 3, ‘082. T

26e3 was d-.ected <o serve i%z preposal on all avaea.a ces
in this oceed 8- An ars X o address or Teguest a1 -

hearing on this s-onooa"wae d ' zo‘&o7°o inf*“efb°‘é£s:due'on-
Vovemoe" 1;., equos:s zor near ' 1) _nc’uﬂo a’ "necific .-

oo

identification o< <he dasis ’o-
add*essed ‘*_c*oes-oxa_‘natio

~ P
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4 .

On the
furnish~a copy of: i%
fermally reguested it
Torce, prior %o the end ol %

riefs, %hi

Cn Octoder 25,
subzitved on Novenber 2,

the br

“o82,
Index adjustneny

3evween Novexber 15 and 17, -1

£iled Wy a %0%al 0f "6 parties in

roduce
on (CMA), Occiden<a

‘Inc., Tederal Paper

-

“he Independent Znergy ?

| Rl 1 |

s ¢ < >
e

ission (CZC),
Waste Manzagezmens Zoard,

A“y delays.

sysvezs.’
Tize address-ng issues sinilar

fp 4T D

- v-es

The tesiiz

hnc ud ‘.o
e-indus:ry, Tap

alsnough providing ves

LK T ote]
¥ sty ¢

~inal.cday of-rhearing, SDGEE we
~input assumption data Yo staff, ‘
t-on Ocuober 15, and <o, *he S*a‘n ane-gy ”asz

zaterial had noct *ee* '--«'ec@.""\ns-f1 oy thast
1982, 2G&Z ‘
y- B -ecalc"’a fon of its axn nua
;_-acto:sfbased on a,”l‘w"

e as

Gl
al Geozh

b ty o2 California {TC),
the Stave.
K2 mber_y-cﬁa*f CO*vo*a
in £iling were a:z:ibugabin
Correspondence was z
%o tzose P ese»ved
onyv;eceived Lduring hea:ir
nsored by-numerous witnesses T

views of 16 of <he
Tecord nave deen-expressed in

iz cozeurrens
nave chosen o*;

cases apparently due 0 2 lacz of eccnom-c

:a o0 directed %o
‘-c“ had
fing sc*edu.b Acco*d ng

*‘*e.

o e e

%0 "'*'e

£

Tiled its p*oposa PG&E ailso

dre*gy

oad ma“agn o’

14 -

rmal, Inc. (Occ‘den a’);“jw44*5w¥
2oaré Company, -uc., <he ?bgﬂﬁ s of
Caleogen, Inc., Calif rnia
Znergy Task Foree, the Californt
2y néd Siapson Daper
<o breakéowns in
so~~ecn‘ved av

-
done

* L
“san

-;:p b-nal o

- o).

epresent

se 0% the aop__ca“u

L. Was

ances‘rega 24 5'
<her pa**‘es,‘
t§‘f£ie‘briefs,‘in'~ome‘

- e

‘84411 other

-

25 O‘?.."’C es -
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nave aiédressed the issues raised durin p correspondence 1o
~he Comzission. 1o provide an overalll deg 0% 4he parvies'
Yasic viewpoints, we have sumzarized. the pc Telow. v o

A. TUgilities

.‘!"

LLL %hree li%ies, PGES, Tdison, and SDGZE, believel th
their app” ations are in ”*éompgiance wish +his Commission's
decisl ons In O.ﬂ 2. Zaeh 23 “h2t tahe record I "y s"pnorts thi
corclusion. o S ' '
The usilities are 2lso of <he
sne convinued developzent of QF
=anderd o2 fers =ay Ye degirable.
‘any suggested =odificatl %s svandaré offers
~om-é fa Lure 0 comply wisn OIR 2, ner are aized

achieving Tz e goa’ 02 Q¥ developzen

ACCQ” ing %<0 +heir Briefs, %zne deserzinasion or adoption of -

& offer endne“. by 2 wsilisy was greatly influenced b7
1i%7's serceived responcidilisy %o f4s ratepeyers.. The - -

es bvelieve that <he PURPA- mandate requiring prices pald Zor QF

Jugs and reasonable WO :a:.payers*-S‘embraced;

of avoided ecost. Tnder <nas

anéard offer nusv Tesu
ities oF ~ne rizxs assocliaveld Wit
'*dlecOnozﬁc riges e ghified w0 the -

-
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1Us  ratepayers disproportionate with the benefits to e
rox QP produetion, 2 ravtepayer would no .onger- remain
since  that: risx wourld ultimatelyvbe trazslated in%o.

b Zs-also-rellect the view Th “he

oa U bav
tandard offer is a single, .1.eg*a‘nd econonic package. SDG&d

<
specifically advises That -the division of issues in ivs b s

arbivtrary since all of the standard offer provisiona
in one way or an,ther-

-a1e zo Q:ice .

- - -

pr:nary concers is wWhether OT oY |
{vies’ .s%an 'y with -%his Co:missicnis |
in QI 2. nion, Hownver,_ nav .t
develon effective s% a“da'd o2le
include an exanmination

- et o

com a#ce s*ou’é

contrac‘_te: S, whic“

-

the Co**‘ssianr“as Tet %o-direcs

d (2)_v“ eter:inaz.on'oa a.utility s *"ue avo‘dnd

oz 6%
. W

- - -

ne:need ’o'_s*and réizevion of co***ac_ :e s o#*wne*

U ..-u- d Offe 3

-revedayer and Q<
vandard offe.a,-“owbv,,,

-
svall tkan By the.utilivies.

P

lewed somewhat **’y 7%

- e e -o e W

- )/ -
-n parsticular, <he stalfl motes <hat whe QT maries ‘s.s*‘ 1 n

H-—--— -
infancy. Thls ci-eumstance 2as, TWo resulys -

encouragenens for it

s .
~he need. -o' cox Tinue

¢evelopment and-an_-:c:ease in *aﬂ -szs whick

Posential investors and owners perceive are 2s8soc a:ed Wi .QP's
operations. IT Zg The stafl's bellel that ravepsyers wio w*”

-

X T N

oeneZiv Iroz the Increased developzens of a2l<iernase energy resources

wlé share in <he risks relaved %0 this exmerging indusss




c. ?rivate'Induét;y
Mt s’é tegory includes a %£o%el of eight parties- - - -
representing <he’ interest “of currently operating 0'"P0veﬂypa&“Q?Sm

Lmong <these partieé were two associations: I, Tepresenting a group
of California cogenerators, small power producers, ané telated - . ..
businesééﬁ} aﬁd C¥A, *epresentiﬁg industries some 0% whon desire %o .
par:ici:a*;' ‘QF prograns axd ‘otder who 40 -n0%. 3riefs were 2150 . -
Siled w7 Occ‘de”.a_, u_v.asyscems, In¢., Tederal Paper Z2oaré Comypany, -
Ine., Ca-cog-“. and’ "*berly-C‘a*z Corporasion and Simpson Paper
Company, who °aonoo ed a joint dries. . _
| ,“* na**‘ ipaticr oF 2all of these parsies has FTocused on
challenges <0 eitner-the neilities compliance wizsn-QIR 2. or thei:e
2r0p0sed methodologies £ér-celeulating thelr fism-camacity payments,
an iggue ineluded within the'scone 02 this procee di.g. nfluvencing
2e positions vaxen Dy these parvies 2as been Jhel

. percepsion of tze’ :-’::'sxs assoct e..,ed wita the usil

and <he v*ove. éiibéaﬁi “

‘:y“'QE‘ ""'B..“’&C
2 Tig The-opizion o’Atne
dustry tres to“recuire'the'“?-to*bearlcertainfofithese.-‘sss will

- -

[£1]
O
5
b
<!
<t
(o]
1]
3
50
O
=t
vy
o
th
D
‘..
131
G O
b4
'
N
1 ]

hese parvies, among vhe risizs facdizg QT3 is
the inability 70 Ovvain financing for projects and: predics, on the
basis of <he contééct’fefﬁS}‘what“eachVQ?”ca: exzecs in the-future.

0

These con cerns have bnen heigatened by a substantial drop-in avoided
cosT paymen:s *o CFs. - Phic ¢ir

n

svance nas jeoparidzed ke - . ,
operations of cu'rent producers zad the projfects .ol posential Q-s-_,,¢ui

-

P .. R
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3ecause of Ynis asserted instabilizy 4
in <heir testimony and briels have been most concerze
utilities”-zethods for-caleulating avoided cosis,. .
dava %o verif *those'calculaticns,Athe,standards.cﬁjpp o-ma
reguired of QFs, the zabiguity and lack of standardization W th”4,_ .
spec* to cersain contract terzs, and the utilities’ ass‘gnmnn* o_.”
icular risks %o QPs, including vwhe i qgiqf._a*u*o *egnl o*y

~ -

- .o -

She wview oI the indusir .,“a* Q“ n'od 20
whica ravepayers would otvherwise be exco ed by
Jor <this reason, i% <ze indusizy’s

&
- -

elopment should ‘1ot de. ‘~by e improper ca-c"la 'on; '
tne adsence of '3 * incentives, or a.demand. ‘o* perf b aucA
that of*aiutili:y's own planss.
2 Gove*n ent

Bes _ ion's sta:f, briefs were filed by :

;C

he Cdv,'eacz; <

n% 0% alternate gener

”néwnosftions:exp esset 07, :
Lated based on @ strong desire -o~-:LP con ubd e”cou g zen
} né for Sne resolution of p~oo_ema creas ed by
nvs and Tesousces in which the Stave, in c»**a-“ér

vends To be involved;~ Wivh -respect to Tals lavser

ATl

circunstéﬂée;‘this:Cc iggion ‘nas been.aszed to.cons dn*_the snec.a__
needs and benelits of projects converting solid waste izt ene:gy and

LY R

tae Iimpact on the standard offer of she Stave ivseld being a party o

or potential beneficlary of the agreexens.




A.82-0%=25 et 2al. ALJ/k»

3ecause 02 %his asserved instabilizty in the indusery, QFs

testinony and briels have been oSt cox cerned wi*“ *he-'"‘““”

r- o i -y ¥

-methods for:calculating avoided cosss,. tae °va‘ "‘*y oL

rify  those calculations,  the standards of. perfo-m¢nco

reguired of QPFs, the 2mbignity and lack of sian da.d‘ on with _
- %0 ‘certain convract terszs, and the utilizles! assignmb“* of

Ve i vin TR

.
- T

including whe risz .of fu*ure -egL_a*o*y

Ls 4he view of the indusiry.that QF production re
which raveryayers would otne:w‘se be exposed by

2or this reason, it is <wze in usesy's posi:ion

should =ot-be.svifled by the izproper calculats
the ‘absence of proper incentives, oﬁ;a,demgng :o;.p
which exceeds %hat 0f-a-usilisy's own plants ‘
D. za%e Governmens-

7" Besides 4his Comzission's s%afZ, Zz were. __ed oy ’ou.

tete’ governzental envi T ‘fornia Was*n
Management 3oard, the Stase: - 2 v“w4~u cho

- ks V-—

- o

exception o the CIC, eack o - entitles. ﬁc* iy in

the dnvn’o zent 0f alternas

ne positions expressed by these : .
formulated based on a sirong desire .Zor the conviz uqd exn cou-ago
0% QF development and for: tie Tesolution of pro

unigue arrangements and resources in which <he C in cn-*a-“,

o V.- - - ok

lr-—U . -

cases, intends <o be invoived. - Wivh -respect To vhis L 1:e- o
circumstance, vhis Commission-nas deen asked %0 co*s‘do* the special

V—.'

needs and bYenefivs of projects converting solid wasve 1240 ezergy and

the impact on the stendard o0ffer of <the State iv3eld deing a party o
or potential heneficiary 0 “he agreenens.
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concerns,“Ehé°v~éwé'of'*he'”
' Q‘"f :r;a‘:av-";,:-.’— The wiilities”

s are cuos e*ﬂ'whileisténda:d:zation'bf*'
and ce"tain.y -n co* tract tesms are ur géd._ T4 45 <he opimfon of
-

Stave government “thay its"eco-me*da ions *aké in= 0'”'“é‘2é¥é£{d¥ tre

L

approprizte allq;a::ow'o ‘ sss be*wee- ' d'*a #paY
Z. DPositions Zxpressed 2 S ‘
Testizony ‘or ‘Corresovondence . -~

| Mhe ‘participasion of 'ou- oL

e ono -dried

a Wind 3mersy

gAY

ancial resgounces
Zor ;arti -pazi nowe ~ A YeGaw, tamanufacturer owning
2 2,800 kilowas< (%) cogener ilis7 “in CaliZornia; Zenwool -

- W e - - - -

Associz<es, consul<tanss .contracts-and arraxging financing.

for QPs; and the Cou*ty Sanivation ¢ts of Log:Angeles -County,

vhe C;.y o Cozmerce, -an

inte?est‘::'was:e-to-e:
3uraose‘df~thn “wO exhinis
was <o en -iasurance’ T rements.
svandard o‘fe: . Because ol <ie :_sn cosT o’ such
documensed safety of farz~ and home-sized wind gezerato
rged The modification orteliminaticn ¢lntze _
rovisions for wind aysvens 02 20 xW or less. I ny of <ze -
Coun%ty Sanitas D*stri TS expresszel concerzs ..ga*ding wasse-to- .
enersy T . LaT S0 Those convained irx the testisony-axnd brief
o< zhe Marnagement 3oard. Axmerican-McGaw's tesviz ;yﬁm
covered issuves and expressed opinions comparable <o <hose oT o%ther
indusvry representatives. Zenwoold Associates Tocused on perceived
shorscomizngs in “d‘so*'s «andard o%Zers.
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AT <he t ze o ,subm_s ion o‘,this poo? er, Zelni ch
Ingi ee*i“g,_Um_.ed Energy Co-no*au- 2 and ﬁudson Jumbe- Compa.
wrote 1o tais. Cozpission in ca*‘*g thei: ews., Mr. James 3 .
Helnich of Zelni h.Dng.nee ﬁg i{s an appearance o7 gqqqu,ﬁwgr “he
latter tTwo corporatiesns are members of IZ2.  Price Zluetuaziox wiic!

-
“, rd

¢ne case has di:eqtlyma:fec*ed operations, wWas *he p:imafy conce-ﬁ_‘

Z <these companies.' Tike other individuals who have w*i ten t0 the

Comzission during the course of these o'ocead‘ﬁgs,- -reso’u onfo_»'
t2is zavter belfore <the end 0F 1982 was urged <o -ensure 4
developmens ‘¢ vhe QF indu: *y;--'

Scove 0f +he-Decision -

She convinved

- ‘Before commencing our-discussion on the Lssues Tzised in
shiz proceeding; we.zust. first consider two reguests.zale D7
parties rega:ding:the:scone'andftﬁzing oL <this -Cecision.
view of the QF industry that for
order resolving all. of <he iss
offers must be reached and (2) <hat o 4
exyeditiovsly, nreferably'before <he ené of. - Tze-s .a,da-d offer

een as a2 single; unseveradle ecoznonmi - p:ovis-pns o<

zust he known‘befc:e 2" Q- can commence or-conv

ly, with <ne exvensive sarticipavtion ané recorc.
subzission daste for-+these applicatiozs
-TeSult, we nave Deen lefs Litvle tize %o
wredare” an order which would resolve 2ll of <he svandard:offer issues.
*h‘s7yeé; while simulvaneously giving the proder weig“ -
co“side <ion to all of *“e views. presenved.’ '

e e
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or this reason, 21en0n gr we -oco ze :ha* tze s aﬁdard

oxfer provisions.are. int *rela,ed we can_ addrees in’ this dec ‘on
only cerzalizn -m.he‘-s ues arising IToxm those oZfers. . Je bol_éfn
nowever, that the subiects chosen, i.e., <he bas-c price ssues and
cervain convracs : rovision s,‘will p“OV‘dP sufficieny op ons ’o* Qs
0 nake the. economﬁc dec* sion: noceasa-y for de:e 'ieg‘*“o ze
of n"OcAnd:“g with or contin _“g a pa'*‘cular’p" Je é{;” R
.dy.adoptiﬁ »n.s aav*oac“, we will Ye 2 -
vhe record which the perties nave
effors developing. ALl appea*a ces shov ‘
issues which are nov cussed in :zis o*dﬁ-,wfi;'bo odc-eSGed
early a3 possidle nextlyﬂa D : T e
Spe c.-_ca.’y, chis. dﬂcisio*lwill
bases for and svandard offer 9-ov‘s‘ ns rela
né energy payzexnts. Our discussion of capac
zsideraticn of sucn‘i sues a3 p-'_ - |
ezents, terziznetion, and periods of curiail e“,.:'Wé‘ﬁfli 2130
side:_the ﬁ*oprie:y of providina ’o-it;e conversicn of” candard
SSer contracts sigmed after the effective date o’_this ‘order $o the

-

svandard offe:s.app:qved.in_ou: or:zcoming snco“d opinio* £n 4his’

pwoceﬂd-.. - - oo L" . ) . o N A .v' | | . PR
Canacisy Payment

~

g U . o o
ﬂBQCarse snis n-ocead ‘was prizeril inge rded .o de*er“‘*

el L]

cozmpliance. wizh ou‘vdﬂcisioua,‘n ZB 2, 2 vast

standing of *~oae ordess, as relased <o e2ch of the 4SSues <o be
considered, Is c:i:ica’. With regspect To payzments for cajrpacivy, whi

o an -

Conmission concluded in 2.82-01-10% <has energy delivered on either

o ant .




an as-avelilable or firz basis resu_ued inau 7 avoiding capacisy
cos4s. Avo*dnd capaci sy coSTs are those ccst)l cioted with
ensurin ,“g ref- :lity of be p*o&uc fon and dalid SR
electrici*y which Tk :atili =7 avo*do ;“cnrri P in
Srom & ~"alif in facilit . ‘
in, 0IR 2, the “p

costs ere avoided when ener L3 delivered
tecomes availadle.  D. 82-01=10% recognized, 1ow°ve"
availao_-‘pown*; waen aggregated, did iﬁ'fac‘ resul
in demand ugon %he t ility ané Theredy avol ced cer:ain caaac.*y

,inc; pSY-0 <na0se associa.ea w:tn g,“ erasion and gener gxto

crensmission. Payments ’o' as—ﬂvaﬁlab:é pcw-., nowever,

woulé not reflect any velue for centract Tenghn, no%ice, -<ermingion,
or sanctions s-tce‘su p*ovis ons worsd nos Be part of 2n-ase -
avat ab’e orrer., | e

5%, £irz capecity was viewed as an inereass
wsility's 2lectricity wish correspo d_“ perforaence
v&f:do&. ds’ A ' ‘ 4. ' > n anc v-

power

ase oF fi:: powe-“'
elsewhere.”

. i

cosws additional av R "re StL%

was to bhe "e_...e«:‘
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With respect %0 the azouns <o be pa‘dic?a 2or Their omtpust,
D.82-01-10%3 reguires "Sull avoided cost cing o0& power. from .-
qualifying facilities.” (Mimeo, a% page 26 ) T Fer puschages of: otk
firn and as-availadle capacivy, PG&Z, ;di z, and SDG&M we*p d rected
%0 base “heir payzents cn each tilit : est : ave o‘ ‘*s ~ur:e
shortage ¢osSts using a combustion,.u-b ze fac:lity as 2 p-oxy.

Although :ecogn-z,ngg:ha;‘,ue.combus o& *u-b , ;yge a
sorewhat less at:raét‘voi_e**Odblqu-for‘firn, s 0ppos ed'*o-a~
available capacity, ;ayments,’éé;cbnéluded in 2. 82-04-0 | wmal %
revisions %0 %he adopted gg:hodqlqu,wguld only be cons‘de:ed 4z
future. Fo ! o= .,

e =

r as-avaliladle capacity prices, coas‘de-a ox suc“
revisions was set Lor <he u**lfties* genqra‘_:atn cases." Vo-snnc
tine, however, was _dentified,fo* exaiini? zodiTicat ons o’,the

zethodology Zor calculasin _firn~canac <7 -payments-’ As s*a*ﬂd
previously, by ATJ ruling, “he prope,[-o;uz was ound *o be thi
proceeding. :

. decause- the firmhcapacity paynen: shou,d *eﬁlec* cervain

factors .ot',nc;udedu_n<the as-avai ab_e capacisy p ice, ,:n»!
lowing discusss n_will'comzn nce.wivz az examizav on o‘;the, 4
standard offer terzs govern‘“g perfo _a*ce a é *erm‘na
capacivy convracst. do'will :hen saview <he mevnods by
which the utilities nave ca.cu.a.ed e p ices t0 be paid” Zor both
firm ané as-availaale.cavac‘uy.;Ar Ll
A. Performance and Terminavion. . L
2rovisions poged Caaac <Y Contracts .

t wivh the appiicadble

D.82=01=10% s

"The firm ¢capacity payment Tro?
factors recited in 2

~he availad

including:
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©o- ", - Dispatchability,- . -
"v. oReliability, - - -

- Me. Cont ac* duration, %eé
san Yogr iens,

ﬁd,‘,Schedu;*ng of ous agns ard
“e.. Availabilisy du"“g e:ergenc‘o

"Mhe value oF each ¢f <nese Zfactors shall - ve
caleulated, dbased om standards comparadle %o
perfornmance ~gtandards the utiliv wou v .mpose.
on its own plans .  Thesze s%an a"d 287,
nowever, e falir o AWs and nov posa -
unnecessary durdens That will dﬁscou*age vae

covpkopmo“. 0% <hege preferred resources. The
Sum of eseh 0F vhese factoss and <he 'osu’*ant
capaci y va’uo-w~" e oflered on both a- - .-
dollars per zW. T year d 2 cents per xWz
basis as cu':ently Gone. A QF +hnat exceeds
ozerating standards normal y nxnec*ﬁd oL - .
"tili:y n-an:s should Be zhle %o ears a n’g“e-;
caza y pay=ent." (Mizmeo, a% page S7.)

To aid in <he develop*e... 0% stendaré o2fers incorporaving - .
These bdasic princ.p_e“, D 82—0.-.03«v*ov ded fusther definf<sion of

- YVaa's
the factors o bn reslected’ she irm capac::y'payments-i“?his
anplificesi n 0% each 'ac-o- can be suzmarized as: *o Lows:

DigmazehaRiiicy, Aceording 40
5.&2-63-353, cI3pa% c-aoi:i:y is,
achieved in svandard oZZers by_ti
vasing capacity and emergy »™t
reguiring QFs %o mainsain ava la
during seaz -oad veriods wivi a
reasonable owance Zor forced
outages. O“s are 4$o.be.expected
ope*a e 2T maxizun caaac:zy on no:ice
reguiring Qs <o zaizntalz avaliladbilis
dur ing peakx loald periods Twith 2
reagonabdle allowance: for- Lorced R
ousages.” Q“s a*b,*o be exvec d;to
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these basice

“Ma. - Dispaschability,-

? -

"ba .'l..e" “"bi’ .‘:J'f o

NC,' C’on‘: &Ct i’&rav—o..-y ‘\:e : ra -‘no -y P and .

sﬁa‘m. C 0 P S_,

"C. _Sé“edu;ing 0% ous agns,’a:d

"e. ,Ava : ility during emergencies.
""ﬂp va’ub of each ¢* =nese fzetors shall Ye

ﬁa.culatec, neged on szandards co"aa:able g3
rforzance - standa*ds the uwtlility. wc"’d impoce

n 58 own p-an:s., e-e svan dard° =
nowaver, oe fair %0 QAPs and nov impose

unnecassary Hurédens **a- wiLl d‘scou-agn sne .
rnvo*opment ¢a %hese preferred “»eou*ce

sum 0f each of shese faetors and <he s
capacisy vo‘ue will be ofZfered on bo:n 2

"

dollars per ZW per Jear azc 2 cents ser XWn
basi s as currensly done. A QF that exceedls .
operaving swandards normally expected of .
utili: _plants. should be akle o earn a nigrer

o
capacit y vayzent.” " (Mizmeo, 2% pege 7

mo 2id in %the developmen=s ¢f stendardi offers Iincorporatic

LR -es o s s

rin iplné,‘3;82—O¢-.03vjrdvi&ed fustner definivion of

[T Y Y

<he fag%ors ¢ be'reflec‘édf‘;'-he'firz capacivy payzents.t Thls”

fche)

i Kk

o o
= e

esion of each” accor car me sunmmari ed as follows:

‘. Disna:chabflitv Accoréd
222=01=102, c spatc;aai:i:y
ac*‘ovod in. néard o2fers Wy <i
vasing ca:acity ané energy »Pric
reguiring O“" %0 z2aintain avell
du:i:g Deax Load pericds wisn a
sasenzble allowance Jor foreed
outages. QFs are +o.be expected =0
operave at zaximum capaci j on nozi
reguiring Qs %o maintalz availadil
during peax load periods Twitn 2
reasonable allowance: for- forced
outages. QPs are <0 be eyvected

ce
& -
- v
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axiznum cdpacﬁty on nosice
<7 needs for capacit
cad periods and ,
‘econsissent with resource

Reasoadble-requirements
cor-reliadle operation and availadblility . .
dnring usiliv eyste~ vearx load perfods are
£0-be imposed in <he standasd 0%%erss . :
These. "eq;:reme:ts. howev-., hould zo% be
“ive or coz ﬁ_-ca. ed or impose
{2i%y greater <han the
QY displ ce, Wnen
foas exist <o reliadle
rations, such as with wind parks, »laat -
ci:y facter 22y de.a dvetiter "eas"-n_of”
able oyeration.
~act durat .- n, “eszina
~ionS. . GST SAOULC D
prion. Tor __ve-ized cap
periods up %0 25 <o pO y

4
-

io . 2néd

rovided T2 .
<7 payzexnvs-Jor
s Ther than

okt

?

¢l
ar
hod

o

-
ing Laliz contractyr
Awmma & am
L]
£
.2

2

e
exac v ‘:
e

<

general statement .
requirements, ¢
provis:o*s relating %o
sanctions were 2ot spec

zination and

o T

Seaeduling of outeges. A utTilive

UCC nas.“g RS- capa civy Zrom 2 Q.azay
reasonably reguire the QF to schedule

zzintenance ¢f <thast gener cion durin

periols esstablished by <he utility. CThe

uviliv _u 3% provide reason ab-e periods Zor

Q? seheduled zaintenance andé only. reguest .’
deferments in <the custozmer's :eque <ed

naintenance 3cihedule on SOmdays*wnoticeuw~J-~
Capacisy nay*ents :us no% De reduced.’
during scneduled = nange periods..

V.
ke
as

-
"]

J

-

Availapnilisy during ﬂmeﬁgenc_e AQR
Z0ET de expecuec S0 operate av maximum
capacity on ice <0 meeT utility neeés:
Sor capaci:yh¢u:ing.e ergencies. . . ... .




A.82-03-26 et al. ALS/im

Other <han our “ncognitioﬁ that »lanv capaciity :act T, as
oppesed o availability, might be 2 betier measure:of the relisdle
operation of certain technologles, D 82-01-403~ﬂ£d nqp‘qanrse any
special treatment for specific resources other shan small hydro
electric facilities. Per hydro- QFs larger than 100 kW, adjustaents
for dry year un ava‘”ability are $o be made in dete-miaﬁng'“ he Q¥'s
bese strean Zlow and xon h_yAfi:m¢capacity a._-g.unA nyéro Q2 would
ve a” wed %0 use eizhér (1) flow data’directl cab’nj “n

AL
.

GF's facilizy, whea evailadle, 0?'(2)‘th | low'cata Loz ‘Hn acesn
closest and most similar <o <he QF' 1’ac"“Fy

- - v

sufficientl mitedﬂ_..sizejSOr a%-the true. -locel areas

o

would no* be lost or odbscured. The minimum June 4 *ousr*nug"st 2low,

-

Srom which <he zmonvthly firnz capacivy = ing. %0 he de:-ved,_would

be based on the five lowest <low yeers teken Trom a-50-year mimimu
continuous recordl"Ifmth-Sidava;could,not be‘devéloped,;ﬁ;il ties

2nd QFs would agree upon-a-shorter-time period with fewer 2inizunm low
Fears averaged into 2 zon hly capgcity rating.  For'hoth odiions,
cavacity values were <o be paid -“_,o__ars"ve* xW pervmczzﬁ ané
otherwise sublect % ' 3 girz -capac iey sal-,;

e .
-

Zn examining =he’ ‘txi08' co w‘-h *no o*v 2

- U-- W ks L L L]

decisions, we will “-sfi

L X

above facvors, excep,

proposed veraination p*ov sl
e

- ~

1. ZPerformance Recu

A

A finéing of compiiance-or noncom p;-a 1ce with
requirements 02 D.82-071-103 enumerated 2bove reguires
standing 0f each 0f the.utilisy's standard’ ofZer provisions
<0 pe..ormance..;Addl*io“ally-~*ae sositions o2 poth

-

es and inzerested parties mugt e considered.’ Tl

-




PG&E Standard-0f fé*-WBJZ -
L Appendix C -l - -
Canacity Price Schedule

~ -

°G&g -f ndard’ offe* p*ovisi ns gove*n ng ,he i
conéitions o2 fi*m capac <7 paymenis are zet fortk in’ Apve“d*x §f§ff
i%s Standard 0fzer Yo. 2 (Pi:n Capact y'aMQr;nergy Powgr'°u*c“a°e

Agreement).. 2643'c minimum performance *écti?éhéﬂts'a-ﬁ -1extricab’" _

tied %6 the type of canac.ty reyze n:'c“ose* by the QF. These two
payment options are deser ‘ved in Snc ion C-5 of Apaendix C._“'

~Under Onzion | he monthly sayzent fo* cavacizy pa‘d

in dollars pe' ¥W per non:h, is ome~twelltiln o* the p*od" 02 the

design ,eﬂ T XV a““ua’ contrac* 3ac <y srice mulel lied by :he
contract capacity (she azousnt of ex e-gy 4n gw %o be sol p1.} aed_ . _
delivered) and by <he appropria *n Loss adjustzent facto In order

o receive these 12 equel zon?d h y p nents, the QF = s* zee
erformance standards which eszens 4

ial ’y maxe < a4z 2P cnab’b E-cdl
PG&E. OSpecifically, ’G&D_:acu es *a Q“'s consract capacity to e
available (disaatcsabln by o- dnl‘vered vo ?q&;) au. ing a_- on—peaz ]
hours of <he poaz months Tof Tune, Jul 7 ane ugu ,Q.SG53°¢ to 2 20%
allowance Zor Zorced ou.ages ‘z any ﬂo ~a. Tke conlract capac

zust also be dispatchadle ,througfpyg T 0L the ye 3’C‘ to

a 20% -onthly allowance fcr forbed’ou:m~ ] %4 warca

for scheduled zaintenance. Durin :hese % “ : T“ " 2
months, the QF zay accuzulate a *orced o -
allowence for any congecutive three-mon<h ~doc. sva chabili s
defined by PG&E as 3k ‘ §§133 9a*ab’é an d canab be‘“g‘ca_’nd
upon at anytize %o deliver ca 2cit7 2% any level up <0 the Zull’
contract capacity. Th onstrate that its facili<y ig

- -

Zueled by a reliable that adecuate Zuel storage Iz
available %o deliver uested by PG&E's sysvez dispatcher.

- e
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Ontion 2 provides Zor payments %0 Qfs, again in
dollars per ¥W per month, for +the amount o’<caaac EXAR-I ua;ly
delivered during peak and partial peak’ “ou-s A ‘o*nu’a~’o-
caleulating this payment is specified in Opti 2 2 and nc_ud s a 20%
forced ou*age a’lcwance c'edit fo* eac“ monv,.” lthough a Q.
electing Op ion 2 mus* de; ver its '"71 con*-ac* c_pac y <o 6ET
during‘the'peax hours of ke peaz summ on,hs :ubjnc ‘0 a 20%
forced outage a’lowa%ce, no other pe-*o zmance regul ements ere
imposed Zor she 'osv of the yoa- during <ze suzzer paaz Zonshs, <he
20% ‘o*ced outage ”im e th zeas wremens perforzan ce

accorédin _vqrdeliverzeslm, s < de*'Vh- *he co“‘*acu

capacivy at lé@stléo% of *“e peax‘“ou.u, ,“qq achiev*:g a peax ‘pericd
capacity facﬁdr o’ 80% during tng suzzmer months. Jur -ng **0'4501 o’
the year <he Q7 -s pa‘d ’c._cépac y accc*d-”g Zow much eae*gy is
delivered, bu*,.he: is no specifind perfornarco leve tnat :L’* Tyi__
zet. | o | o
unde* On ion"__' QP ie  1".15331e aﬁd ~as B .
perforzance judged acco*d availad v or ab"‘* 0 -

L X B

deliver whereas under Ov.- . ' g ispaten ao e aﬁd has i 6
performance judged accordin ' ] ‘ o* actual el verie

Also, under Opt ony2 berformanc qﬁly Judged durin “ne p#aa ”:
summer months whereas wnder Opl on i <here are ce 2iz yna*-"ound
requirezents. Ava**"-om *hes# bas‘c diffezences ,he renainin

-k sk

provisi ons o Apnend.x C a.,,l'o no os* Darce, ide"‘ca. _o" bo

st of e

- Ve
price used %0 ca*cu_a e Q= payments under e‘*“e* cpcion o 100% o= “
PG&E's sho tage costs. I -

opv ions. These n*ov‘s ozs :nc’"de 2 l;:i:atio“'o* co“**ac* capacity
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CAddi%lonally, to quelify for firzm capaci ty;payments,”
outages For scheduled maintenance (L) -cannot occur within the firs

six months 0F operastion, (ii) cannoet occur detween May and-Oc.obe.hﬁ
unless ‘otherwise agreed 'to. im writing with 26&3, -(4ii) cannot ve.
undertaken wivhout 'six months” prior writien rotice 10 .2G&Z's systex
spa her, and (£v) -cannot exceed -a total. of 75 days in . 12=-mon%
eriod. Both opvions permit. capacity payment .o-con;innefq;:veg *%a‘”
period allowed for such scheduled -zaintenance. _— .

e e

Sec*ion;c-E oZ Appendix C gove:n failures.vo neev *ne
ainimun perfo*ma ce’ uirenenss. ZIZssensially, this-section applies

(1) i en Opsion’ ! QF‘fails:cothave'at“least~80% o:-icswco***ac:,__

-~

capacity available during <he pear- zours. of <the:pesk suamer DORIR

r the allowable percentage, waking into account prope:ly3gccum"’ sed
allowances: Zor forced outages. in other- nonpesk months. or (1) if gnh
Optidniz‘QVV*ails o deliver v*~lﬁast 80% of its contract capac

b

.d ring the peak hours of -any of the peak zonths. I£. the-reason "o*
this fallure is: other than a ”c*ced ousage or force madeu e,ﬁPG&dmmay
immediately suspend the payment- ¢f capacitly cnargesaﬁo.-l_. N o

provetionary period nov to excesd 15 momtks. If a Q“ can neet Tie

inimux requirements during <he provationary peri d °G&~ will pay
whe QF all capaci y payme euspended dusin »:he;p:db&fipxa;yugg:iqd

-
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and reinstate regular capecity paymentzs. . If 2 Q cannot meet its
minimum recuirements during the vrodationary period, PG&E may derate
the contract capacity Lo either actual Or Teazonably expected

del*veries; w“*H-the quantity by whick the.capacity is-reduced being..
subject .o-te*m_” Lon provisiens. 12 <he ’a-Iu:e—tmeeet;m‘*‘mun;tf~”~

ol oy

requ-.emen S was causnd~uy a-Zorced outage,’ <=he-Q®-will no IR
eceive capac;,y~naynents Zor the:month in which-this- circumstance_

occurred. During 2 force majevre, canacity. payments: will- be

contvinued for a period of 90 days following the occurrance-

ally, 2G&Z*s. Appendix C.provides no-special.:

a
24

PO

provisions Zor any technology other than hydroelectric projects.. The

only separate provisions for small hydro QPs deal-with %the -
determination’ of the QRS monthly capacity rating. The- s*ocedu-e

’o’lowéd Yy PG&E nirrors the regquirezents of 2.82-01-a05,~-. .y With
the ave age dry year ® **gfbasod on 4he average of the-Zive years of

<he lowest a nual generation s’ derived from 50-year mesural flow.
data.  T¥e szall nydro Q“—is*othe.w‘ gse- required <o meet 4ke ninimoum
performe e reguirezent s'fd-'e‘thé..pay“e“. vtion chosen. . - -
o ( ) Positions oFf 4he Porzies - - - - -
Dur:ng vhe nearings and in briels, both crizicizm
02 and support for GAZ's perforzance Teguirements were voiced.

Generally, IZ2, whose views were 3zared Dy +“he 3Stave Znergy Task

o -

Torce, found all of the vies' proposals oo rigid and, lize <he

oy

CEC, endorsed svavewidle performance s+andards which would be =ore

de*ecu, _nadecua:e conssTuetion, cpe. ator error, 0 a bHreakiown of
<he mechanical or elecsric Pc"‘ T that Zully or pa:tially crrtall
the electrical outpus of <he QF.

4
| PG&Z defines Zorced outage as any outage resuliing from a lesige
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Zflexible. :D? 8sserss *ha* °G&d s offe*':mpfdﬁeﬁiy'exézﬁdéﬁ wi 1d an&
was? e-.o-ener‘ ’aci:;:ies by .mpos g ové ’y Stri‘t rer o*marce _
standards &urfng s""~er peax ‘pe ri6ds and fafl ‘b:e ‘Scheduled -~

zaintenance *ecu ements. Osner parties, ipeluding CWA, Calcogen,
and XKi mbe _y—C*a“ﬁ, howeve

do*se PG&E "3 apn*oach wh‘cn allows
perforzance <o be measured by availaoilﬁty es well as éne"gy”’_‘
T éucfion. .“e"s Lags conc*"des trat, with certain zod:ffcatic”s,
PG&T's Optien 1 fs a -»aso a:_e uodel for an of%er based on '
aval abﬁ:i': . S

|  Tarsies bd%h'édépor
geneTel approach, howeves !‘é:sé nad a numbe
reconzendations. '“o begin with, it wes "-ged

-y

- pay*eﬂ.s aoovn
waose
norzally” oxvﬂc*»d 0% 2G4T
lanss. The stass °uggests <hat payme“. ou*d be provided up vo
125% c’ °G&g s caﬁacity cos*s and snourd be ca’c"'
-(

100% of IG&Z's shor agp costs sk u-d e offered =0 Q“
pers rmance exceeds the c:e*a*r, éa"d

V—u

ced acco-d-“ 0 e
tomal capacity credis. ‘Staff-elso
ts tna G&u'ﬂ defi ision of d-spa.cnao"‘*y be ‘modified %o

e whe - W -~ de

‘ecomue aed *or:u.a ‘o. an 2éd

ne ri *t_ Te nay =% .eases, “o*‘dec~ease
and o patcnaoilit <o c% ; d m‘d—pea&
T2 an “'theer“é‘ask‘thuéléiaéew‘dé‘gainﬁénéﬁéexj
andards e ado sed wh én wou 2lé allow (a) nously use of tae “all ssed
(») en adcitiona’ 45 days or use of c"~"’ sl urusnd days -
"4§.ee yea s"o* mado" overhauls, and (c) notice

related <o the’ a“ou», o‘ time 0" e used'(i.e;;‘zé nours"‘
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a xail n*nnance peri od less th an 2A pours seven day@' noti ce. ‘o“ .
ntenanco in. excess of 24 “ou.s, and ,ix mo**%ef no<ice ’o* majo*

Sde A et

e ae mw

ove*hau_s) he spec-a “eeds oz was.e-*o—eue-gy w*qjec*s w%‘ch

ey

o

require 55 days a year ’o* ma‘n*enance should e recogni zed.m

IZP, and, “he s aff also u*gﬂ,th ; a_l'cajacit

payments saould not be suspe‘dpd du ing PG&3's proba ona;iﬁpe fod.
IZ? testified &uéing hearin that such an .1*e-*up._ n iu C&ah Lo
could cause 2 QF 4o mee* ‘*s‘deb*,en*v‘ce obl gations. h vhe o
t2ff and IZ? recommend <h uring the prodbationary period *he Q“ De
i hie
the end of the period paymeﬁus snou’d be reins:a*ed oaqed on_ ne
~evel oX operavion n-c the ’acility can *eliaa L7 pe o*n.ﬁﬂ = ff

states <hat the capac y aayme euopeadnd Zor *he ca:ac °7 . ac ua
deliyered_shou_d ude an al wa*ce"fo* ‘orced ous ag,,.

paid Zor she actual leve- o-xcapac perforzaznce 4t can c“‘nvo A%

- -

,.ﬁ‘“a-- , ,»unbe- of %he varties *aconmend ,
adjustment s be made in :G&g E app"cac” Zor small zyd*o a.d waste—.o-
energy facilivies. °taf’ conc udes that s._ce ,ho con ac* capacity

ey e

of a small aydro ‘acilit -s based on *“e ave*ago 0 Live yea:s(-ow_
Tlow @uring peak monvhs, sucx a. ‘acility shou’d “o* be ’u‘*“ T

. Vas

penalized Zor Zailin <o *ﬂe* ’G&u 'S peak avo" nilis tanda*d

At gl sy ---U

i ot

years when Zlow n the "ve-d*y—ypa- veraseu'ﬁ 22

caleulat on 'o* n2 QFs, ghould oe se~ a* 1.

.

<ne nameplase ca:ac ,fdr small nydro Qs and =

recommends . that P ] Lormance factor, part of

avail :ility,requ‘rement saould be waived. Pursk r; 85222 urges, ¥*a€”"

o Ak

termization provisions should 2ot de applisd $o hydro QPs who Zail w6

deliver %he contracted capac_.y on_y vecause 0f low -;ow ‘conditions.

- o e
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"‘éngVés e-vo-_ne~gy p*oj#cvs,'*he $tafs asks the

Commission %o cornsider developing ove*‘ﬁh nx* y»a. *he p465é~ dass -
axd me*hodology required %o base capac 7 aaymen s %o wa ste=t 6-eﬁe~gy
projects on the comb ned perfo nee o= al such p'ojec s du ing the
peak mont . The g*oup pe o-mancp wou-d be conpa*ed <o a u*‘“’*y rs

sy

baseload plan g and <he *nd‘v‘dua_ was*#-,o-eﬂe~gy ’ac"‘* woul& b»

paid accordi ng uo its pe mancn as comna-ea a* o' *“e g“Oﬁp. :
”' (2) ’G&:'s Response B | o
Ia I%s b ef; &Z"aSSefts 1gel t tne 3-ov*e‘on5'o"

- )

s Appendix C are in -ull comﬁl‘a wita she O:R 2 dectlsio -0l

W Ak

%0 accommodate Q deve’opmenv doe° 643 sugges* an uod"*ca*fo4 ot

=T - o

b agprogqu In pasticular, is °G&g s op: n.o* *'a* “0'

adiu cments S0 its mini us pe*’o arce *ec; rex :s a"e “eceesa y ’o'

- b

Specific tecnno-og_es, such _s winr or so“a,;' Q? vh ch can»o*
zeet those regul ennnts is less va uab it _ “shan ome

P der htp e

e

which can. Fur tge., a Qx a’way° has The cpt on 0 s’sn-ug ez as-

availadle co.t act whi c“ was snécifica des gred o accommoda
resource unce. aiu. .- ‘ '

Wisn éespect' 20 ayme =g abovo 100% o= ’G&d s
snortage co@* Tor Q:s whose performance Pyceed"'utili*y pian<, °G&3'
argues that such a payne < shou’d on *y be mede to QFs tha% cen

actually outperforz utility combusiion surdines and only 1% they-can

-

L1

do 50 oz 2 const stent oaé s. ‘DG&E ws QFs %0 aave o "livewal" 20%
peax iod ’o*cn& outagn -ate u“de* 143 standard offer b"* contends

that %5 own peaki fig Wit aave ’o*ced ‘outege Taves tral ere scTvally

- -

less than this amouns. Therefore, for QFc to receive payments iz - -

-IJ w -

excess of the combustion turbine shortage ¢cost »roxy, ~They zust




A.82=03=26 et al. ALS/m=

outperfo:m tais n_ghe- svan dard o< tre coz bus n “urbine (i.e., a
10% or ‘5% ‘o"ceﬂ ouzage ra e) Pusther ,.“ey,muuvncommi;,to,gchieve

~y

this per o*ma.ce on a consistesnt basis. )

o On the ‘ssuo o scz d"’ed ma‘ntenance, °G&u ) )
contends that the anda*ﬁ 02%er snou_d‘“o* becone a "’cwes* comno“”
denomina‘d'" contracy waich _s stre tehed to accommod te spec“‘ '

iy gl sy

techn og.es “hat canno® mees ;easq*able reguirezents. For a Q?

whick cannot meet PG&Z's requirements, a special agreement or an 25—
available con% ract again is a’ways a,,o:ti “.] ’G&:"s willing,
howevéf .éo gllow 2 Q& whe“ it enterc,*ne co» . = (1) %o take
only a. portio o’ tae all wed_“umo or doyo e ‘yeaé fo.uschﬂdu_ed
zaintenance and comb-“ o2 ~emaining éa 27 ovn~b*n-ee yea‘° int

....-.v
-

aintenance periods for mado~ ove.“au or (2) arrange az ave-age o-.
75 days per yea* over tze 1ife of wie contracs a_¢ow4n5 an c*ea,_“ 3

--VQ

nuzher of da,y"' for ma.n*»nancp as ‘ P“OJec" 353-3' ‘. -

| 26&E ts also o < opinion <hat 2 nfqqu onery
od of a* leas* 15 zonth is nece ssa:y.,o ‘allew DG4S %o asse ss‘*he
evel of capacizy she QF cas reliabl yldé:fva- or make ava lable
during <he peax zonths af wer It Ras Zfailed <o perfo*m. D6&3E s
willing,-hoygvg,, gefo) *nd'af* its p.o isions covering ]
of naynonts during“ ;*, si0d in zee eping with cne sugg
N - F o LEEY - aeasdh ’
._ _ ‘ 13 ; ’G&; n*oposed ma"'"*de- Op
i a QT ’a-_u .o mees “-mun peT Tormance regul Texe u,s,, ALl
continue o rece ive. capac y pay"e ’o* zne auouuv z sva c*az
capacity availal ole urizng the p-obatio a*y ce iod. If 2% er, nn

—
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expiration of tThis period, *he QP has 10* dnmonséé‘*ed an adilisy <o
vrovide its full contract capacity <o **e—util;ty t“a* capacity would
be derated subsequent monthl “aynents:“mited ke new ¢onvract

b
capacity. The amount by which <he. Q: S, capacity is :educed will e
subject to terzination p*ov:sione.

. oy e

For Option ETQ?S;.*“e °ane~oppo**unity to0 earn
capacivy payments during <he p*oba*‘ nary pe & Zor +he amount of
capacity actua__y delivered will Ye! p*ov‘déd.,"”' *he Q@ falls s

deliver the full onIract capac y du“** eackz o= % 201l owi:g
year's veak montns“htz» t*ac* ca"ac 3y~"‘ be d azed vo we

ﬁ—-— Vas

lower monthly anou“* o_ capac y ace 117 delive-ed durd g he peax
20nths. ‘The los capac‘*y‘wi::‘aga-n be sub*ec* .o cerzinasion” .

- ke g

- BT - ;

P”OV‘SA-O»Q. ’ i o T ' - PR .. TR

°G&~ dcee no* sunpo t stafl's positi on- regardi

adjustments o' ’G&ﬁ s capac <7 paynent fo'~"’a o smal’ hydro- Q’s.

.Acco*d:.::g to '-"G&... a ..yd-o Qe a.v:ea.dy bene"’""ﬂ rom - the increase iz’

v5 capacity T ng caused o bas_ng vhaf sating on <the” average of

ive dry yea*s, ~a**e thon tze driest S year. 2PG&E does believe,
however a* Hyd*o Q“" urin th_‘"d*‘e“" yna* showld have Lheir
canacity paymenvs sste ded’ as opposed :o av_u the contTact

o

terminated, ag follows: e = R

™, Zyire QFs '}‘:'.i‘c'h"' nave

' - whelr capacity raviz
Yased on ke __ve dry
yea.'ave'age should nos
have thelir capacity
‘e*m‘na.ed or dhrated
when their Tailure <o
geet the minisuxn
per: Tance reguirement
is dve solely to <he
o¢ccurrence o g Cry year
w‘nicb is d-‘pu’ lﬁhgﬂ *ap

Zive dry year average.
Juring "drier' gear
conditions, capacit
peyments w0 2ydro Qs
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should e suspended. A
Capacsl <7 payne“.s shoul

“regune, ‘at the gonvracey
‘price, waen nyéro
condivions once again
reagn.the levell ueed 0
¢eternine the capacit
ating." (2PG&='s’
concurrent brief, at’
- .pages 31-32.) A
2dison S%tandard 0Z2%er Yo. 2 Dare I,
§ 13 (General Te:ms and Condisions -
Availanilisy) and Appendix 3. 2 S X
(Cavaci%s Zavments for Firm 2ower °"~c~asn€l

Unlize 2G&Z, walch offers Payments ’o-_"-m capac

-~ dn s

based on availadilisy axnd energy 37 cducticn, dd‘so* S s da*d o”n~

-y .

provides only onme basis of payment or a firm power pu-chaée - the

0F's energy.producsion. - Basically,. under Td‘ son's -_:m capac-.
oZler, the QF.1Is. pa.d accordin .50 1% ou* ~1 or ﬂanac t7. facter.

-

addivion, i:‘ ezer gbncy ava-_abilic *s consi de ec.
“he QF's ouv “Put or capac zace
accounty in Two ways in the pay*e“, n:ov‘s_o

3. 2 of Zdison's S arda*d b4 . 2

echlieving & higher capacivty ‘ac*o* or a»level
nigner percentage of the zaxizuz possible P
consracy capaciity. A% an 80% capacilty Jacwor <

tne per XW capacity »rice for eacn 5M o’ contr°c*'cavac‘*

-t
-

aigher capacity factor levels, :eprése‘ ng perfo-mance {a excess of
Zdison's plan<s, =whe price naid ;erPEW.isuesca_ated fartrer, up %0 2
zaxizum of {24% of <he basic per\i?‘céj&ciﬁyjjf{cé:fcr 100% capacivy
factor perforzance. R
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- - -

“he °eco*c way in w“_c“”o sput is teken into account is

th*oush ~d130 'S "hu-d Zact or". IZf'a Qr outbu* ’allS‘be oﬁ“a‘SO%T“ e

capacity Zactor (*he rurdle" ), i%s capac y paymeﬁ* £3 ‘eus i hals’
for that period. Edison claing that this hurdle 'acvo. fakos“into*
account QP reliability because Q.”,.na* o no*'pe-'o rm within a
certal n *ange (g-eate~lthan vhe nurdl e) a*a loss *elﬁao e and 1
valuadle. T e e

| ~ The "“u*d’e ‘acto*" is'éhefoﬁij asvec*‘o dd‘son'e
offer that;i*d °ct’y regul e° a prespec:‘iéé' ve’ of ¢ ouunu,. Az
noted earlier, under 2G&3's ou*vut-based option, s “mus< - meet ‘an 80%

ob

ess -

suzmer peak;ou.put_.. ~’:emen. o 'ace pr av ion and sermfnevion of

all or part of *“ei wco act capac -Eere, QFs  aust mee* a SO%
utput level iz any zonth not ‘us* pesk suamer months) or Ttheds

peyaents are ~educed._ U de*“*“e Ediso* sc“eme, *ernina ion penalsies -

-U

would nct appl o N

dd so*'c offer a so “as an eme*geﬁcy ava b ity

requiremenp.‘.gme*gency availao‘lity i3 defined 10" Sac n 3.2 as

—~

"A* “d‘ 's resuves? selle' s“a-,,'withi.‘
30 m*nut s 02 such Tequesty, zake all
ﬁeaaonab e effors %“o.deliver power an

erage rate oF del‘vn-y as least ﬂq" zal <o
*hn (contracy) cadpact y:;-dn:_ug veriods:
- 0L emergexncy.”-

IZ the QF Seller £ ,o *espo - -.s canac
Payments are *educad by oz e—half‘f she six monta w‘“g <the

- . L

“

cequest "until Seller demonsinates (z2e) ability zo delivﬂ“‘fu”~“

capacivcy oursuantnto Section,.E,.Pa.* T,no* unr" Se espo“de.*
2. subgequent reguest fLor full capacity, iz w*‘c“ case *“e six=m0z%
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capacity Payment reduction sh al be wa*vod r <he remaining reduced

payment monthly bi*l‘ag pe"iodv-, In. a,’ caues, however "*hg_:gﬁuggdmh_n

ey i ol

paymenf‘qf,l_app_yﬂuo,xhe“zqn h ia which the Se e" fa"e *olééé?q;¢“

t0 2 capaq;ty request. .. . | . ) T

- -

in. add;tion,uo uhese "ecuirements con iedi‘n”Appeﬁd‘x

2. 2, Sec*ion 13 also p-ov‘des tha* 2 Cl"1 w“-ch ‘ails v *espond vo an

P

,
-

emergency whea £ingy reques «ed by 3dison will nos rave i<s capacity,_

peymends reduced. .Howove., afver <his iniviex euv, whether
complied witk or = t, any subsncu 2ilure cozply with

a reguest by Ediso* w:ll -es"’* in the aforemen: 50% reduetion
of capacisy payme ts saoc;fied in ' : 1 - -_";” d'coap 7

ith a request during.az ex‘ t:n P“*

-k W

ill ex p“d uha.*' e iod si mp:ths,fc_,myggghygeh_ategt)

fa...-u.. - .

Tdison comtends that its "aval lability face o*" v*ov‘des
specilic way ol valuing QF exzergency avallabill y,.ppgﬁqﬁ the
fac.ors,uhaf\:equ red. by D. 82-01-103 %0 be ~e'*nc*ed in the Zigm

- e e dn &

e -

capacivty payment. he availabil:ty criserion is somewhat’ analobouo .

- i e W

$0 Yhe avalilabilis 'ecuired u“der 2G&='s d< spatcnability oplioxz
(Opcion 1) exceps <hat shere is no a;_owance"cr"‘o*ced outages 2s in
the 2G&='s example, ‘and under the"vd‘“ *’s*offer~,ne -equire ent is 2

part of an outyut or capacity facew or-based magmens- scheze.-

= ison's vayaent formula a- © *e‘lnc *3 ad*us*men sor

scheduled mal *enanc Sﬁec ca:ly, “d‘so“ 2llows 2 =Zaximum of 480
hours (2C days) ae* yea- fo* scheduled maimtemamce and’ a~ addi+so

.-.v-. ..a —

1 080 cousecu ive nours (45 2days) o*ce eve*y 1hree yoa.,' o= mzior
ove“hau_s ‘;n °a.t“:, Sec**o* 8 d o' ivs o -e‘} Tdigon de ines

- . " -
. ‘A ' - PR T R - _—
- . - M. . :
. [

P
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@
reagonable aévanﬁe"GOt‘ée'b’ sb&é‘tié&uou aSew, 4ael ud_ns any
reduction in capacity availabili y 23 24 % urs for an ou*age o"*eé;“:: :
then ome day, one weel Zor ar' u*age o one’ day or more, and six =
months Zor majo* over auas}‘ The off-peak hours are £o be used Lorl
scheduled and routine maintenance and the QF 15" reg "ethO“ﬁékef'
reagonable effovts to Iimfy it outages during o*-poaz an ‘mid-&éakV-f
periods. R RN

e

uhor.com-“gs in “d‘so*'s o_f = PG 1 " For examp_.,'Q?U complain
that here, as in the caae o .G&; perforzance requirTements are
rigid, "all or nothin u *ype cu*'nme e *‘do “o~ dﬁéua; ly
reward pa:tial Derformance. - o
a In addition, o »uzba- oz specisi
son's 0ffer were *a.sed. In parviculer, several Q7% ‘comple
dison nas ‘ailed To make an offer'basec‘o* ava"aai”‘*y S{milar--

e o

o

PG&E's. Stalf °8"bs t“az Dd*e Jvéioﬁldi;avve an availabilidy -
option. In Laf<ts view, o forced outage -ate {3 the proper |
nerfo*mance c*i*e ion ux der suck axn O?v- Se *af’ a’so convends

s c"rren* "ou

'a gh payment fo' opera o“ Det 5'%hah Belson’s

- QPs note that whereas 2G&3"s performance
re ents wou:d ‘appear 10 excit&e”fechno o~~ﬁs <23t cannot be
on 1) or meet 2% -80% suzmmer peak outyuUL recuiremer
o*‘s 0%2er would no% ‘exce ’"d#~ary technologies .~‘Z:"
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other words, 1de' ’d‘son s o:fe.,”
absolute, e-. .bilit

cannoet mee*

the

“he. ava‘lability and 1u:d1
capacis y.paynem howeve:.sma_l

.a-.:~

.o*“,ho _.:n capacity contrac t, &3 even Q?

Te. wo"’d he no _owe*Alini

3

o

~

e. ’ac o*s wou d *ece‘ve some

viii, many par:;es ob‘ c*, 40 tho
hurdle and availabilis c*o-s as be_ng <00 .,gid and,ha ~h "”“P

deletion or_ adjustme“v 2. ghase 'ac*o
Lor certain technolo 5*es.

v2LZ observes thel
difficully zee
Q? emergeney

ava‘laoilic . -ﬂstead 3%

ting 2 50-minuse "espo”u

P

-3

iz o
c‘ soz's own plants. would kave
:e'requ‘rnd by Bdison Zor

“‘a-sues :h,_ Zd‘son s“ou_d

only recuire that a QF muse *easoﬂabﬁn e Zorts %o pond uo an
energency as soon as feas b’e consis*ent wit: s caaab_l igs.,‘CMA
2150 agrees <hat technical feasidility is Lhe p*op rifériéhi: r
zeeting any ezergency and argues, tha _:ucs oZ. eme*geﬁ'j_éfailabiiify
sho"’dﬁect.h;#e'e“ch 2 na40‘ ;paqfr n .capacl ty Payments since ;x

Tepresents. only 2 smd_l.-.acv_on,of a

iZ? suggests thet the ava-_ubilit ‘ac . skould *o* ba ap ed *o 2
QF on full or parsial for;ed,ou,age whic“”hus .otified nd,son in )
advance.. . | L L e e ; .
“,:E omme ds',ha*_a s-id-ﬂg sca_n be used in
apoLying the‘hu:dle fac o* *a‘h. vhan 2 single 504 capac h"ac
cutoff. IE? convtends that +hi sli ing scal e will betser —e_-,c* ;:ew
actual level of capacisty the Q2 -Iis ntributin %0 %he systexm. The
State Znergy Tasz Force. voices tze concern that n i*her_fﬁf murdle.
factor nor <he -availabilivty factor is-app_-fd;voidd‘ .snoynughgazgr.,
and that these factors reguire QFs o zeet a stticters pqr;éggach;r:;,

test than wtilivy plants.

wsility's SO a’ avo*ded cos s.f

- &0 -

1ha*_

P
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va‘labziity and hurdle Zactors are to Be': -
adopved as p-opo Pd‘5y° ' eve:aﬂ ‘0% 4n e parties urge that the-
availadilisy factor be asrse or solar (voth solar—+hermal and solar- -
photovoltaic) ané wind technologies, with wind's nameplate ‘capacity
being derated by 20%. Tor réasons sizmilar o its suggested
nodifications of PGE&E's offer for small hyd—o;' taff recommends that -
1“c’.‘son s period caoacity, hurdle,-and availa - factors Ye set at -
or nydro OF's whose capac rating S‘based.oz “he ‘average o7
“ve lowess flow- 7ears.’ “o"'wa te~to=-energy projects, IZ2 and
Caii ‘o*n;a'Wésue-Ma agoneu, Boerd ask that tzese QFs Ye-given a -
onger time %o respond-to an mgeﬁcy'co.s goent with.<he technolosy
eight & j;S)TAndﬁzha* <he caleulation of thelr caoacity Daymens- 20T

nelude <he nurdle advor.- F T P I TP

Most parties endorsed-Edison’s dasiclapproach o
the allowed tize and notice Zor-scheduled’ zaintenances: IZ2, for:-
.insva..ce, recommends Bdison's offer as e model foristaiewide
scheduled maintensncde sianderds.  TED would only modify Zdisoxn’
_a"ghase vy increasing the yearly ellowance ‘o*”schedulnd~naintnnarce
%0 35 days “o- waste-to-energy prolects, ¢ e-Ca.ifo"nia Solid Waszte, -
Waste Vanagome Board‘aga 1 recommends 2’ yearly allowance oZ-55:days. -
(2) Eéison's Resnonse e et
ST Like ’G&u, Sdison velieves <haw its merforzance
n capac y pa*ments-f*”y conply witzx the 0I22 - ..
-5 sarsicular , Bdison asserts thav D0tk itTs availadbilicy
hurdle ’acvo-s arevreasoﬁaoie; Zdison argues vhat QPs %hat .- - -
cannot co*s-s*eﬁ y*ac feve 2 capacity Zactor above 143 50% huxdle™
are less relf ab’e and Tess valusdble -and <hey should, thexefore, have -
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their capacity payment reduced as Zdison does in its standard off
Similarly, Bdison-believes that a QF whick is not available during
emergencies is less: valuabdle and that thie situation '
reduced capacity payments. - et L s , B
~Bdiaon a-gues-vu at *he eze-ge cy ava gb y"'

e

reguirement is appropriate even iT Ddiso“»does nov impose 2 simil s
reguirenent on itz own plants -and its plants. and ke CF p_an* a'e .

rently.  Zéison cont ende-.Ha*~:tuispapnron., e %0 treat.

suation 2lso war an.s o

ently sizce <they hnave_ different
2 ivs~retall franchise,.hnas
rall tinmes whereas <the QF has n i*

diso*'s~*atepayers¢during ggg:gencies._
-zinute response tize thav ixﬁrequ;re
mergency avall g easonable and- that any ad] ustne*
only “e considere nra~case-by-cas»tbasi-..NL S .
.. Bdison:does; offer $0.z0dify the apnlicaﬁ;?ﬁ of;izm

s

hurdle and availabilisy Zactors for, specific fechnologies. . :n

particular, Zdison has adopred the- adjustzents suggested by aff,,
for wind,  solar, and hyd=no  with <he -exception cf Tetainin he pe od,

capacity factor for-small hydro 90 Dermit. tie capacity paynen o e
baged on actual perlornance. -

R A =z

<=~ - Bdison alse.. v:ha, A% is wi:li 8 o pay LTz
in dollar s'perlkwuverh.on:_-basod on-avalilability, o“*" nly . L% the OF

-

is fully dispaschadle and 13- as reliadble 23 dd‘so slseneiéfiné”
resources. According: vo Zdigon this di ssa‘c_ability aﬁdlﬁ'_' ’
reliability will require:(1) -an -accurate neasurenment o’-d? — e
availability duringeach:time period Lor - eack.season (2) dpta wd,
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e e

accurat e, and ve*ifiab“ QP° *eco*d

i hﬁ z odié"&oﬁpa*jf—éview:tb e

*unctiona’ ncu*va eﬁ* o‘ an:gé sc* comb o. uu-b ne or-4the - a7

purchased power used by 2 ison %o deve_op its ‘sho aga costs; (&) a--
QF's performance Vel 28 measure& individually 2nd no* in the
aggregate; and (5). ’ul’ d‘spatc*ability permittin “he utili; w0 B

increase and decrease generation. As in tHe’ case of 364, ‘staL

d‘sag*ens with *h‘s view of as sna c bilft ‘and’ recomme nds that

Zdizon skould 2ot have sol d‘*c*e % over 2 Q.'e'oP eration anéd -

should be al ownd o»_' ,o ~ecu e c"easee in a Q. s v-oduc fonTor” L ..

availab‘lity- o | o | B e
“ :;;;éco :ition o’ < ‘w‘de*va“a‘i 202 QF's”

scned"‘nd Dal tenance jequ;;"me“.s, bt son endorses nodiffca**onvdff
s 8% aﬁda-d offer~* .al’o& more flex‘bil 7 _“‘sched led maintenazce -
allowances. Svecifica__ y dd‘son will rovile 3: doys” 02" scheduled- < -
.ma:.n‘aenancn ver.year and 2 year= ,o-yea.:- acerual of dnusued’
zaintenance days, net 10 exceed 45 days. | |
_c. SDG&Z Standasd O2fer for Pirz

Capacity, Section 6 (Purchase
Price o* 3ne~gy 2zd. Capac ity) and
Txainit ¢ (Capacis °ay~e '

Schedule for Tiom Canac s O?s)

SDG&E offers two payment options o QFs signing its .
, aTe Dased on energy v.oduc n, as;qppcsed <o availabili<sy,
ané the ¢aocice of cavacivy nayzou. on {3 limiteld by <he payment.
option seleected Zor the QP's sale of exergy ©0 SDG&E. IZ a QF elecvs
energy Option 1 (as-available eznergy), it will

= ¢canac cisy consracs. 3ok -options, zet forth inm Zxhibiv £ of <he
e

be pail for capacivy

- 23 -
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only according. ¥o.capecity Option 1. A QF ckoosing. ene-gy Op ion 2
Zive~year forecasf) can be paid Zer, capacity u*de-' he- capacity
Options 1 or 2.M“-he o 023 ioas ’o* caaac y :aynenss a*e basod on

two different perior ance c-‘*e*‘a wh‘ca .us* be ze 2o pay“en..

the QF's ouvput o en e*gy acsual y de"v red. Q“ S"w‘
certain leye,_zed-annua’ caaac‘*y by in dol’a*s pe* gw which
sze year its operations svart. This a““ua" rice is 'spread s
Lferent -hours ithi ;v”e year based on a sunv y ’ac o*"; an
locavion facvor Taat values czpacity pore durin seauc“a"o- da

eriods.are.paid %o the QF Zor a_" hé ¥Wn energy output that i3

provides.in .each tixe period., There a-e 20 p*especified ous puv or”
availa aLity. nerfq;mance ;nve_s' <nat Lc* he nez;' mhe-n é‘n *o
conditions %o or liz -,aq- ot} on_sc nd ’nd _a ena cn."'
iom 2 enti led‘°aymen* by Capac 57 (s/cw- o
2%, iz vased on ouvnu. or_ capac
Zactor and reguires <that certaiz ?.as period perfornazce. sta“dards be
zet. The Option 2 zonthly capacisiy p

ig entis

aonth). Tnder

&

ayzens ncta_s t:- v*oduc. 02 %<he

Zquivalent Capacity Facto h(ﬁgglugggfv“e avp*ov te: S/kd nunba' iz
the canac +able again deterxmined by <he -e*gvh o’ *“e'contrac. and
the Q?'s opera ion date-' The ZCF i3 calculaved 23 Zonlows: .
- - oy Cohe e - . ._
-0 202 = Qx A - - -

"‘I'

o

coe T=x (E;Slwx

et L - W e - ,t Lo e

- 4L -

varies depending on th ,le"g*“ Y 4“e contrac* K t *ae Q“ H gns and

Uader, Opt o 1, capacity pay*ents a-n madﬂ o“ tke basis T

o

2

peak dezand hours...The resulting ¢/zWn capacity prices Lor diffe:e“*“
e

¢ b
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Tnder h-s : ._u.a Q ep*eaents +he. delivered enes gy‘,n Wz during
on*hly o*—pea& and sn -poaz <4ze pe*iod°"A iz a mo v ehly capacit
allocation factor :ffe"enti <ed” by sezson; C s the contiact -
capacitys 3 ends’ ’o- o*a_ zontaly o“-peaz h&lseﬁi-poak'hou“s:*i7~-
is a Q' ~o**nly scnedu.ed = lﬂwena;cn during o%la;;i &.d sn -
peak hours, w“‘cﬂ is nov% *o exceed 75% o_ E§ a“d'R -s *he rel b"‘
of SDG&Z’ s sys*om a_*ernative capac 1y sou*ce. = currently ,as a
valve of O. 85. '
T0 e na‘d under this formulz, 2 Q“' st (2) deliver
enough ou pu du-* g *oaﬁ and sem_-neaa nousg 0F The monTh SO .hat*
she monthly ZC? is greater vhan 0.5 and (b)Y schedule ouvages at least T
six meaths in advance curing pe-‘ods accepsadble 40 SDG&E. Scheduled
ouvages .u@* not nxceod 720" mour (30‘&&73' ¢n any 12-month pe--od.
Agreed dat fq* c“adu_ad uaint ance cann ou bﬂ c.angﬂd witnou?
notice. ' T '

-

. - IZ vo mee': The: ::’.‘.:f.zum pe:‘fo-mance -

provisions, 80* ’orth in , SDG&E wiil -nmed tely suspend or

*educe whe capac y 5ay" 2%s to .ne Q. ’o*'a n'oba oua'y*veriod.-
The terzs ané con L4ions o* tais suspen s-o“;‘seu' sin-fw Section

16.5 o‘ the e:anda-d offer; a*e e‘nila- T ose °G&d s standard
A
g

ar
offex, nxcep* ‘shat <he p-ooa o*a*y ﬁe:iod £z n0% %0 nxce#d &, as

owosed ..o .5, ...on_,“__,.‘" - - - R S L

) o - [ e » -

-

.2 SDG&E ba.ses -t 8‘5"5-:-eli adzl "y on_itsown pee.g-ng '-:'v{hf'.éh*'
ig asser=t3 have, at mos<, 15% o =ate, . - R

- 45 -
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(1) ”Positior

L. T, Tespo she o;feré of <he 5 e*
utilities, a zuxdes. ese ted bjaIE?, endo*se L
SDG&S!s approach. a“d,u*ge. 2 for botz PGET end Zai ,o“.3@;f1
IZ? believes that SDG&Z *wo—op ton contracv will apae to 2 w:d»"

riety oZ. Q,s. in *"'s opi uﬁcn,“SDG&g s Qp on A correct o

Tecognizes the va_uable conzribu n whick 2 QF can ma&» *o tne o
utility systen just b7 signing a lona-terz cozmitment. Al nougﬁ a
could achieve 2 higher payment greeing to..aﬂ zore s*-‘ngn**

Ve o~ - s W

— B P

requirezents of Cption 2, 2 QF who agrees Yo On _ﬁ_kill Tecelive
nayzent 15% below gha* 0% an Option 2 s zn_y :y,mad,ng a -o“g-ueﬁ:

coumitment v_'-A" o

L. ”o;her.par:;és nowev,.; d‘d -_ud cess ciencéé
SDGAZ's offer. Amon g.other aings several pesties pointed out
SDG&E does not have an opsion (such as 264Z's) which values s
perZorzance based .on avai labilis Tather tihan enersy p*oductio“. )
Further, LT was c-a-nﬂd that DG&H doPs ;o*;a v payment aoovo_tne 'fiii
100% shortage cosuAﬁ vel fo- QP@ nat cheed 1he performance o-, ,_ _
uvilivy plans.  Szals contends a* under Opz ! /th_payman s, a

-

QF %hat .achieves a|OO¢ capacis ‘ac,o., a ﬁerf uance";ezglwbe*:e-
v yyema T L

than utilisy »lants, will only *ece.V° ‘OQ% c’ the ccnbus4'on “ur ‘:e

Vu--
2pital ¢ost Proxy, 10T some nig level. S‘a wou_d 1-~a.vaz/:"'~e
Option QF receive 100% of the shoriage cost proxy for £0% capacit

> rzp specifically sugges+ss *that 2G&2's and Zdison's offers would
Tl b

Ve acceptable L2 an opvion Like SDG&E'z O3
these offers.

oz 1 were also part of

QFs under Option 1 receive 100% of <he $/xW ennual capecisy p
for 2 100% cavac-‘y Zactor durin ‘e Jear, whaile QFs —mnder- .-o* 2
by virtue 02 e "R".in <he “o.,.......a <ed -above,.receive. 1008 of <he. .

o

$/%¥ anmual capacity price for az 85% capacity Zactor perforzazce. |

- 25 -
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Tactor output an 1d 125% 207 100% ousput: . ‘Similarly, wunder-Option-2,- ...
stafs wou;d “ave +he-QF receive- 1004 02 the capacity price,:ornaQJQQ%;_ ,
capacit “factor, , rather +ian’85% as-now s;ecifﬁed.by;they:eliaﬁilitz_
faetor, R. Use dfftﬁe‘eb%'staﬁdard?bynsx ££: is- based on-their.. . ..
estizate oﬁﬁﬁﬁe average reliability of SDGEE's.plants or its systen

PO

as a whole. ’ if S P L A
e Vone o€ the parties suggested any adiustments o
oT perforaance’ requirenents for specifi
regarding DG&E 3 suspension oI paymenty -
ioxs a*d schedu_ed mainsen cenall wance were -equally
cadle 4o SDGEE. T T .o T i o e e
(2) "'SDG&E"s Resvonse . S e e ﬁ, T
| SDGER R willing %0 medify i3 firm. capac y oife.'
S0 %hat the choice o capacity option will-motT de lin ived by-.hn. ypﬂi'
of energy payment chosen. Eowever, SDG&3 concludes.that.Do th i35 | -
.Ontio“s 1 anc‘.'z'a.i-e‘-”:'ea.sona.ble”and“f consistent with OIR~2., Acco-d....
<0 SDG&Z, Op 4 reflects an aggregate value of Zirm capacity and
is ‘ntended “or Q“s which are unable.or do-nov desire <0 gua*an*#e 2.
ninizum deg*ne 02 availab-_-ty-« TUnder-+hege-circunsvances, Option 1
will Be 2 useful <ool 4n makinmg the svandard offers widely: appl‘cab
«0 QFs. SDG&S acknowledges, however, that <the factors reciled In..
7.82-01-103 for inclusion iz 2 payment for Tirm capacity are actua
convalined in ivs capacity payzens Opt-on 2.
With respect 40 Option 2, 5DG&3 does nov believe
i% i{g necessary %0 have an avaliladl ’ity opsion under which the QF Is
dispastchable. SDG&ZE concludes +zat it would be impossidle 4o neasure
availa®ility when 44 is no®t based on actual outpuv, dus ig based on a
pmeasure of forced outages and +the potential To produce oultput.
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reher, SDG&E argues +that-its Option 2:2ctually. reflects

aval abil ty since I4 reguires QPs %o produce 2 certain. anou“* d"ring
peak and-semi peak hours.. SDG&3's minimum ECF. 0f£.0.5 under. Op n2 .
is a standard of peak per 10d. Tel ability and availability. C
" SDG&E dizagrees with stafl's conte nzion abou*

payzents above 100% of the shortage cost. Ior Opvion 1 Type Q“s,_
SDGEE argues that they are less reliable- and. therefore should ox -y
receive a maxizmuxm of 100% o2 +he shoriage -cost Jor 100% cavacity A
factor outpus (similar +o: the as-available capacily fay*enw)ﬂ -o* ;,
Option 2 QPs, SDGEE argues that payments above 1005 are all owed fo* B

capacity factor perfcrzance abdove 85%. Tris 85% s% da-ﬁ is based on
a conservative assuzption of i¢s comdustion Turdi e-v;ants

abifit'l SDG&B‘d*éag*eas with staf?'s use of an-80% svandard as
correctly is based on systexm reliabilit rather than peax oOT
plant eliabi*i y. ' Use o0f-4he latver standard is-appropria .e.;n”.

.

~der <0 bDe consistent with shershoriage cost Iroxy. app-oacg.,i

~

SDG&;iof_ersvnO'ch zges to its provisions.._.
governir g su spensionlofLPayments or-schaeduled- maintenance. ,,SDG&u
obgserves thai its scheduled maintenance, allowance is.alrl eady .

- 4
sufZiciensly £ fiexivle, pariicul r17 since restric n.paintenance.

V. ,_ -t --‘Uu-b

“

only apply durin g poaa and semi~peak periods.

~e
- s L] - e




d.‘”D:‘ciss*oﬁ

oo -

“In'D: 82-10—103 ati *iti s wéreid;*écfédftofd;"tza'«-"“'
irm capacity contract, des -gned ‘o* Q“ 'vha*‘cot d mee* cer*a.“”'
ope*a*ing standa"ds and an as—availab capacity contract; des*gned

“U‘

[

Tor QFs thav could no or d‘d 2ot des’-e T0, zeet suchk & andards.

The operat '15 or per ce 8% andard e.nr*s oneé -~,D;82;01-1037f69'
““n capacity Q“s WaSs to ve 2 s,anda:d waich o equ ea'Qv-avaii”3£11e74‘
¢uring s7sves ek perfods. The standard was o be des gnéﬁ to- 7

[T

reflect aspects of peax e riod avall cilitv sucn d‘spa »ilisy,

n—.l-v »

iv7, availabilisy during ezergeacies ,s Pd""*g o_ ouages;

d cont*ac‘ duration, %ermi na% Lon, nd saz ons. “QFs that ‘signed
racts as firm powe* sou*ces were ,o zee*'*"‘s spnc"‘ed s anda-d

W e i ek

of performan ce. _ N a T

o Ne‘“ave be’o*e usut; 9 g o} al'.ypns o’ perfc*manch
standards iz tae utilities’ 2ilin gs.. Thé'* irst is 2 pe nce

tendard based on a level of peak per o& availadilizy, as exhibieed

by PG&E's Optidn'(;. The second is pe rfo*:a_ce svanda~d basnd oz
level of neag per cd ontauv, s exﬁ. i ed oy"G&u s Ovt_on'z

Vokan o

°DG&H 3 Ob cn 2 an '“d‘son s s-ng-e pay:.”t o”e ne vrizd i% 2

o

ac* eug*- w**"”c °:ecific peak period ou*vut o- ava b"‘*

kW -

approac“ is embodied in SDGEZ's Oc 1 ' S

arce Ova a'd a* *ecui es only 2 conmitze 1% +o0 a c,.. ain

#e 2iid tnet 264Z's Optfon T availebility Stanterdy

- .

with the uodifi ons d-scuosed De _ow _s *“‘co"n a*ce*w‘** <ne

ol ] L

~

reguirenents 2 D. 82—0 4.03 deed as the ‘equ‘*ﬂnents o"
2. 82-01-103 are orientod vowa-ds QF :eaﬁ period availabiii*y,

.o

ava._ubf <7 ype 02 3 da-d BosY e1 2oliows Zrom thni

W e e

decisid;;ilUnder'this op o* <n Q? is d spatc“ab_e'and”availébl

B R
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emergencies. Moreover, becauce ns o3 peaaﬂperiods
forced outages, .peak period rel - i3 assuzedl” o;maqco
is deterred by the app v*ca n o’ rmination p*ovisio
~~equireme'x‘as are zade Zor schedu_ed maii;égil/g,

A”’ three utilities nave n*ovd' ¢ a é:fo*mance

- r

standar d»'hau is bésed on 2 QF ach ing 2. ce rtain _ev Tof pea& )
period outpuv.. D. d2-01-103 svecifi 1ly aﬁ’ows ’o" 2 ne o-manc#
option baoed on capacity Zacvor cr output rather than ava abilit ;  ?
Qutput *ec"*-nmen:s are an _“d ec*'way 0 aesure aval abilit "o*
no“d‘spauc~ab-e waizs. o o
. Ve cons*de— °G&u’~ Op 2;wit: she zodifications ’
iscussed dbel ow,_vo bA ** coxn ia“ce w-th 2. 82—0 -.03} Uhde* This
option thé'QF hust deliver its const ract capacity <o PG&T av leac‘ 80%

&

2 the tinme, during e peax hours 0f the peaﬁ suzzer on.na.' Dusin,
other eriods there are nd specified be._ornance *ecu eﬂen s, other

-~

than scmeduled fre enance limita" zs. o ' Tt

Tusning to the as:ac.s o’ :ea;w: od aval bility

- -

in D.82-O1-.03, it tg clear thaet the peak p oq_q}qpy;_'_
in P643's Opti 2‘asspresqreliab:q operation duting the

. the year wﬂn*_*eliab‘ 14ty 45 DosT impoTT: ﬁtL:.:he Q“ wider
is notv dispaich able dur th peax aeriod o"*bu*
neral weighting of capac-vy T .owaru 3ea&

peak hours assures. t“af Q?" w‘”’ oDe ate.d;,' 108 "’

the same periods as v;,y would hav é rad sney 5? ,
dispatcher's.control. | 2. 82-01-.03 cifica__y 2l

“ond-spa,q.;b e QP 0 be ace odate iz %n ,iizz *a“da*d offer."

-

Tize-of-use pr c-”g a“d vnaa De iod ouvvut requirenen.s unde- Opti oi’
2 will also assure that Q“e w*” b# de.iverin ‘ capaci*y du
the moset likely emergency ﬁe:iods. ?ina”", #a;zte“a“ce scheduli.s
and termination provigions ap»ly as +hey do iz the case of 2G&Z's
Option i.
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, ”hé’és;éﬁtial'reétirenent-of"performancefunderfboth.:“
PG&Z's Cptions 1 and 2-i5'% e'80%“summer-peakihourravailability.o:f-
utpus equi*e“e“v. IzP ﬂas argued thet this standard-is too. .
s¥ringent and one that a7 whility plants could not meewl . Wes
consider the standard <o be reasonable ’or QFs that sign vp as 2irn
sources and receive capac y payzents daged on tkhe combustion
surbine. Ividence in this proceedin ,'wﬂvhlwk‘cn IZ? conén'*ed
ca*ed .“a* u*"‘*y peaxing plants, suck as combusiion “turbines,
have azn average pear'n .iod availability'ofrgreaterﬁthan 80%;- S
We do agree w‘.“ IZP <hat PG&E s opvions are 00
other 7370, ch as t%s Teguirements for seheduled
As’ d*scuss»d helow, %# will reguire certain changes

ao *h-s a“d othe- perforzance -eq emente., T S

a’so a*guﬂs Laat an 80% peax -avafIabilityTOr‘Outpufmr'

1exidle and is of az "2ll or no ovhaing™ navture.  We
isagree.ijWdér'.ne_*nduction'-n rayzent p*ov‘s-ons which PGEE .

proposed ﬁn‘i bries, d* seussed below, 2 QF +that does not achieve
“he 80% ava bil‘*y or outus  standard will s4ill receive a-payment -
coumensura*n with its actuel production and will ‘mave. <the-0pporiunity -
<0 nave i%: original'capacity’paynents“re:n'ta:ed‘if"i:s:avail Dilisy -
or ou% au* reaches the 80% level during the prodationary periocd. -
"'”hn Slexidility of- the'sténdard £s5.2150. ennanced
becaugse it may, 12 need Be, onl y avp 7 %0 part 0f the QF's:<ot
capacis In csher wo-ds,f-- 2 10-¥W- Q- Zacility produces” _
cons‘s.ent:y av a S W _eve_ azd sporadically at nighér levels, <he.-
QF can sign u Tor 5 MH o’*fir: capacisy (whieh meets: the.80%

sua“da'd) aﬂd sel‘“the 'es*‘" its ousput on an” as-avallable-basis.. .

SDG&g s Op n 2 iz like PG&Z's Opiion’'2,-based on the
QF's ouiput. In certain cases, howeves, This option lmpoges: a mo
lenient performance s3I a.da:d shan PG&T's by requiring ongyfa_EO%f
output level which the QF may Zaill <o meet 2and still not bhe exposed

oy A
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%o terzination or prodation.provisiozs.. On the otker aapd, the 50%
standard applies to peak ané semi-peax zours during. all meaths ol <a
yeer, not just-summer month peak hours. lartvial capaci 24 ﬁaymo**

=

are also not’ allowed for performance. thav Is somewhav be*ow *“e j;

standard.: IZ the 50% level is not me., The -3 *ece‘vas no paymen.
Lor that mou*b.~ Tmee e s e -

- We-do noz find.SDG&E'suoﬁ 01.2 .o be -n comp Lance

ogme - -

with D,82-O$-m03w~,“he=po% standard is, iz our v Lew, mo* az adoquave"'

level 0f peak availability and reliaoility even‘if,‘* doee app;y <0
nore nours of une-year-c~”he: irn capaci y‘perfo'manco staﬁdard
should e onienved toward the systex peax hours when re abilit r is

of grea:esu;conce:n. It -should be a level o‘ :elia 1144 *har"

-

commensurate with the utility plant <hat ig avo‘ded by Q? u“c"ases-'

ULilidty plant has a higher level oI peax. ve:iod ava y
50%. Alszo, i% i3 more -reasomable, in our view, <0 allow mo-e,‘

Llexidility . 1an;SDG&a—al_owsnbyhgiv,-swpaztia¢ payment;‘—a ner <hen
zero payment, for performance Lelow The s a“da.d. -~**he SD &;'sh'

zero paymeat for.nonperformance does .no* di:fe*en:;ave be*wee“_
texporary and repeated nonversorzance. More. £lex‘oility é,oﬁ’d be
allowed for temporary. nonperforzance. with,terg;;a p*ov‘~io“s
applied only‘to,cqntinued~perfornance. . : e e -
Weralgo find <hat.Zdison's ou*put-basod.pe:fo-~ nce
stvandard iz 20T iz comp7‘aﬂce~ v 2. 82-Ou-:03 “diso 's bas_c
serfermance standard-is e 50% ous nu.- avel, co*po*a d is i*s o
"hurdle" facvor. r;andisonas;o er. shi ~:andard anplies to a_lf '
periods - peak, nid~peak, and Z-peax - iz ~1 Dozth o* the gear
Pailure. to zmeed thie;standard.resu_tsl,z a SO% -educ :_i“'tha )
capacity- payme“..,izdison~alsc.:eq;ires:ené*gency evailability.
Pailure to nmeet: this-stendard Tesulis in an addi:iona"soﬁ seducsion
in %he paymemvilic i mi-lic - o oo Ll - o

-52~_
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ﬁdiéén‘é“ﬁ_ff64muice standards do not adeguately focus. -
on peak pe~ iod a&a labili +7 as required vy D.82-01-103."" Apart rron
the emergency availability secuire: ;, shere-is litsle”™ 2
difZerentiation between requi: and of -:eak”pebré-madbe.iffhe
50% output level is 2ls0 300 leﬁiv ‘7 e peak 3,.~od. “On the

<her hand, +the eme'geﬁcy ava iu 4 y”}équ"nme s too" sv.-ngen.

and places too much emphasis on one aspect of peak per fod- -
ava‘lab"‘*y W‘T* is Zor <hese reasons v “ax we- findwtha Zéison's
per o*narcn ~eq gpeﬁts ’o* £irz copac y Qs do no* comply with

382-01-103 o - R
| ina ;§5o‘o"ﬁerfo*nanC° standard Thot we zust
congider i {s SDG&E'S Cp,. n 1. Tais opt appearS‘to\beVa nyvrid of
<he e*a.nda*d offe & app*ove’ in OTR Z, aﬁ oZLer wi C*'dbuld-”fézi
essentially'*o 2 _ong-.ern aﬁ-aVa lahle capac T coatrac -Alsnough -
2 Q7 electing SDG&g s Oatio."f wou-d bn com“‘**‘" i¥s resource for a -

teing i<
specified pe <0d o* t,me a* a ce which‘wo ~d vo-y by-*‘ne o*ff”‘
nergy de e—y, **e Q“ wou’d 207 be .ecu ed eisher %o be available
during pnuz neriods a“E eme*ge fes or <o masen :n Teliability of
SDGEEZ's own plants. We understand the reasons :a.y Qs nave ZTouzd:-

such an ot 6ﬁ'ans ab_., i.e., 'e‘oppo-e:nit “0 have payments T
which wou’a be -evelﬁzedwand nossib;j'greater'than .“ose~pa’d<a4 28—
availadle pr oducer Nevertheless, Op%ion-1, failing 4o reslect %!
required perfcrmance s3 ‘da;ds,"‘é3do"a£iop** n %0 purchase “Tira
capaciiy as ‘de2ined iz D. 82-0‘ 103.- While we night cosider such 2
nybrid ﬁn the 3u u-e,‘it “was ne 3.} e. con mv-u ed oy no*'i‘ﬁ'f¥>

compls ce w .na* dec.s‘on- B R

Beca se of our \q“ciisions}' “will be necessary for-

ohe

she wtiliti es o refile t'eir‘étéﬁdé*&7offérs in conformance with
this order. Althougn'we D ievo that PG&E's Options  T-and 2 can -
serve a3 appropriave’ models Zor Zitm- cepac +7- standard offers Dased-

on avaliladility and energy yroducvtion, even these oZfers reguire
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nodification.  Nelther SDG&E nor.Zdison will have complied wi £a <he
OIR 2 decisions-until each ofZers.payzent opvions bas»d on. a Q?'s
aveilabvilisy and ene-gy,p-oguc ion equiva’ a% to *hoeﬂ o e*ed by

PG&E, as modified-hereln. ... e .

. . To achieve ove-a 1 compl‘ance Wit .ﬁ*s_&ec‘eio* and
OIR 2, the following principles should be inco~po~a e;_;; the ”
utilities' Zirm capaciiy. stauda'd offer . ‘ '
(1) Dispaschabilit: o

- We. concur with th ct ff . a‘ the definisi o: oz

U--

R

~

y use &u'e Op n 1 oand any otser of er oas d on

a— -

should give < *y. vne ! %0, reguire onl
nereases, -no% dec*ﬂuses, i“ 2 QP's : A% %nis *‘*e Rt

LM

ge empl oyed oy IGEE (*ecui:ed cavac y del‘ve:ie*_”aﬁ a“y _ev
or full COnTYIact capaciiy ) -s aub SuousS, bus appea:s ,o f_ N
upward and down«'a..d dispatchadility. Ve agiee. Witk ghe '
-tne.abilitymof 3 in *o-’e*ﬁ with a Q“'G'

v--—

- in suck a mamner s ted ané unreasoneble. '.‘."..e' @

in wurn *educe A% payzexn S. qega-d_“ | o

-

ould 20% e in 2 position,to unilas e-a_ 7 jeona-d‘ze a Q“'°‘

dispatchaoi %7, D.82-0»-103 only, q ir ed Vna* a Q7 oe suf"cQ “*’y

peax periods and-ezergencies. “o-m ,esg.:easons, we a_ o,find
Zéison's -approack Yo Gispaterability Too resiric *-vn

dispatchadle To be avalladle .Zor a.uv y's increased eﬁde du"‘*

stricti
‘ We do- no% delieve iU Is necessary,

define dispatehadilivy-as limited.3o on-. and *‘d-peax "  dS a*d

emergencies if an approach like 2G&3's is used. Su h,'f 01 is

both implicit and explicit in PG&E!s 0Opvl ‘1. 1?6é'th, p ak montis,’

a QF signing Opition-1 Is required. To. _ave 80% o-_its‘canac-‘y_ N

available -only during <the peak zours.azd 2or the rezzinder of the

- e Ly
7ear need only- maintain a- sozewkal. flex‘b ’orced_ouvage”;apg:”"'

™

I

L [ e oo - o S Crwoa - -

P
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Because PG&S o2 fers zo met“od _o“ checz‘-g on 2 QF's abilizy +
respond in eve-y hou* of eac“ day, but rather uses an onm-call
approacs, a QF will a% 1eas* have tae m_dﬁmnm ability .0'“e3po

consistently to system exergencies which cannot be predicted.

-

Woile we cou-d adop* Zdison's response -time (30
utes) criterion Zor eme*ge es, we believe that the-Fecord fn  °

this proceeding is no% uffic.eﬁ* 0 des-gna e 2 svecifi"reépénsé'"
tize for all usl itiéé and <ha G&u s 'acu‘reze:ts essﬁﬁ**élfyi-
accomplish this saze -esult 7 e*suring 2 Q“’*‘*ead ness *o ve. Zorm.
The only tize PG&3 would possidly zeed To inesease a QF'3 supply’ is’
< times waen ips'owﬁ'de:agﬁ c*easee (-..., :eaﬁ, semi-peak, and-
emergencies). ?G&3's gppfoac“ 21l WS a Q“ %o ee e% 211 of these

Arealy sie

per o—ma.cn facvo*s withcu* 9-ac-“ an un:easo ab e hurden on»a'QF‘s

operation or one inconsistens with ?G&g s p-a“*' operations
(2) ’ay"e»v i1z Zxcess ol a :
vility's Capnacisy Cos=s
. We -co*c.‘.ude tkev an option is zot in comp"‘anc»

with D.82-01-103 or <a is order unlesz I4t provides ZTor payments in .
excess of a utilit cT's capacisty costs %0.QFs whoge perforzance exceels.

that 0 the uspilivy's nla“.u.f‘We do not Delieve thazt z Lirn capacily
QF 2ust Ye the exaet functional eguivalent o a utilisy's peaki*g~
combustiozn turdize < recefve an of%er dhased on T00¥ of 2 uwitilisty's

cavac.ty cos<s. Zowever, we 20 agree with 2GLE <that o recelive.
nigher pay*e“,s ‘4the Q's consistent Level of perforzance should
exceeld <the zmininux Ievel of avalladilivy of <he peas_ng unit used as

2 ProxXy %0 calculate the utility's szortage cost Suck a - R
reqguirezens will ensure tha%t the utilisy will no*'pay more thazn iis
avoided’co <3, the previously determimed level . of- payme ~Zound ..
reasonable for Q? vu*dhases.~ IR S I e e

-~ Y
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- Test imony durin 6. rearing indicated that the
aveilability factor of a comvustion surbize could range from 80% <0
94%. To “ece‘ve.».ghe. payzenis, & QF s nouléd at oas*‘mbe* a_'

comparable level of. .-ormance dusing the utilisw's na& erioas.
7 P

We delieve +has. *..xsu-easonab__,,*herefo-e,_.o “ecu‘r» that g Q@

- -

ackieve a. peak pericd. avail bili*y or capac‘*y"ac in excess o2
85% before.receiving capacity 3aymen in excess of 100%'0’ ke
shortage cost-proxy. Thus, 2 wsility s paymen:' “ions snou’d

include. an offer To pay a price. “-gh Thean tze uvl 74 vy s 87T vec‘.

- ol

capacity costs for those Q“s D) w20 demc 1strate an ava ility o
85% or better during time per fods similar %0

nose spacified in
2G&Z's Option 1 or (2) who del ive“ capac‘*y during “he peak periods"
at a capacivy Jactor of g5%. or be Ter ~nde" n outyud op® zon like
?G&Z's Option 2. . Under these ci cumstances, a Q7 whc perfo*ms at’
this higher level could receive wP vc “8%‘<:>‘p 2 Ltilify 3 s“ortége
cost.

We helieve, however, %that an ad ‘*‘ona’

o o

requirezent should Ye inzposed in an avalladbilIiIty optlon wilck perz s,

L

the nigher payzent. 2G&I currenily Iinvends under its Op -

-—aa N -
zeasure ‘a Q?'S"dispatchability Yy piacing =the QT "on—cal;”f:_We,”
believe that 2 more certain zeasure of the QF's cispatenadllity .

should bYe required i a'QF-is to recelve payments above 2 uti
avoided costs in order %0 ensure whether and 2% what level <he Cl"~1

- - -

actually exceeds utility plant operations. Suck a denonszratio“__s.
tnerefore recuired not only <o Justify <the aigher payzment, dus o
deternine the appropriate level of-that payment.

/

- e o e

include in their standard offers a reasozadle nmethod.of deterzizizng
the QF's consistent abil

Por <this reason, we will diregt tre uvilivies to.

~1ty T0 be avallable at a forced outage :a:cﬂ_
0f 15% or less. Alshough SDG&T argues <22t zore operating
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-

exper ence is 'équiied =0 det e*m'ne'a‘Q?;s ’d*ée&iéﬁtagé7~éfé

- - -

our view .that _f”“sé“ e s anda-d (perfo zance at an availad
fac ser of 85% or betser) Tk tility caxn devise methods 4o review the
QF's sctual perfo'm nee. 't' is 35:1 in this case of ‘higher payments

what Zdison's *epo:ting *equiremen whien 4% felt were necesva*y"’o~-:
a QF Yo be disya achable zight be anp"ou iave., o o

(3)  Addussments “or-
Snecifie Technologies. -

"
W
&
- win

Zdison pronosed cervain adjusvnents-.n ivs firn .
capacity performance siandards for solar and wind technologie s,;
Bagically, 2dison is™  willing <o waive i%ts edergency. availab pEL
stendards Zor Yoth tecknolcgies and waive <she 50% ﬁhy:@,_, T pu.,hw
sandard ‘o*<wind."Unde*‘*hes#*circuz tances, *“efcapacf*y.pay
for wind would be reduced by 20% waile %he solar payzent woull bp”,
unalsered. As we nave 20t found dd‘son 8 perlormance. st Mdard <o e
in compliance with D:82-07-103, trese modiZicaiions are essentially
.‘10 longer at issue. As discussed eartlier, we believe that the
perforzance standard “zat we have adopted, nodeled 227 .,.“a* L
proposed by 2G&E, ‘offers guflicient flexidvilivy.for QFs . that can_ﬁeet
a specified level of performance. QFs-walick canno?v. mee. .he :' .
specified level o verd r:ance'can<sign an as-avalladle capacit
contract or-enter in%o negot 2. Zor 2 nonstandard.contract
B ‘vD-82-OJ-103 d‘ provide - a special capa;i?y b ce
adjustment, however; for-small hydro facilities. -We do_fi:_ ﬁhat
some clarification of szis adjustment is reguired.. .. P ”l
R Sasically, we nave concluded vzat the pbsi_ oz
taken by PG&E in response to-this issue ..ec-ved Sudra,. is;_’wh
reagonable with one exception. In its b ied ’G&d ras sugges +ed
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altering its contract,provisions goverzing the suspension of payzexnt
Zor failure ¥o meet Ivs mizninuxm per ofmanée,requirenénﬁé;_ ;nsteaé éfA
suspending all-payments, 2G&= 'illunoé'*“ iss offer”*o spebifiégl;f"'
perais payzment fc:~whe3¢apac,vy.actué’ y delivered during *hn_‘f o
provationary pericd.. 3Secause wenintend 0. adov* h‘s app-oach we )
believe 1%t is consistent To perziy. hydrco Q“s ope* ng durin "*“e"l'
"drier" year To be paid Zor <he amount of capac <7, if,any, actuall
delivered 4o %he utilivy during <this Tdrier” yea_ period- Capacivy
paymentsvﬁctld‘resume 2t  the contract drice, with no. retroactive
paymenss, when nydro conditions once again reach qhe level-used <
deverzine the capacity reving. With this modification 2G&Z's .
recommendzsion should Ye inmcluded in every u*ility '8 firnncapacity
sandard offer for hydro QFs- whose payments are based on the Zive &ry .
Jear averase:“ e T T T ST
T () Seneduled Maintenance . @ ,
- Aé in <he ‘case 02 availabilisy -requirements, we

-aa W

wled maiztenance *nqu-.ements in the Jirm capacivy
asonab_y consisgtent between utilities. We agree

wish PG&S that our standa-ds ‘o-lfffn‘caaacity.shouldﬁnotgbef
formulated oased on'ther-;owe -comzon denomingtor”-and should_not

jeopardize avoided écsé'value. Sowever, we 210 con c_ude t2at
scheduled méﬁnﬁénéﬁcé”s*aﬁda'ds saould ve sufficiensly Llexidle. <o

e o - e o _y-
permiy various” vypes 02-QF" operation.” Zszential elezents oI any
scheduled a‘nte:a“ce allowance saould be (1) 2 reasonadle allotmens )

of days Zor Yotk rout ine maintenance and zmalfor overhauls, {(2).. -
sufficd ent 10 ce 0 24’ ueilis system-plann-ng;fandf(3) a2ppropriave

-

+iming o avo‘d pe ods~o’ g:ea denandfon?theﬂ.tility~system

. - .
- B - - -

w

.
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We believe that *“es¢-ba ic ar-“cip es are
embodied 4ia Zdison's approack’ %o scheduled- zaintenance with certaiz
nodifications. Therefore, an offer wh eh complieswivth this decision
and OIR 2 gust allow <he following: o

2. Outagn periods fo*
scheduled mainvtenance
gshall not exceed 840
nours (3% dayo) An-any .
12~zmonth peri Thiz
a-_o"a 1ce may bﬂ "egd in

acrements 0L an hour or
-ouge.“oa;aﬁco_SAcuzﬁve
0T nongconsecuvive ..
Dasis..

A QR may accunula,_
unused maintezance hours
on 2 -year=T0-year basis
up %0 .a maxzmizum of
1,080 nours ’&5 days).

. "This‘acc-ued izme zust

- be used consecu:ive 7

S an y 'o* za‘o-'

over”au_s - :

Reasorahlie advance
tice 40 %he uwtilisy of
a scheduled ouvage will
’bn 24 nours for- -
cheduled ousages -es
a* ne &2y, oOne wee
’d* a sczeduled outage
.02 one day oT more
(excens Zor a maior
overzau’), and six-
aoatias, fo- g major
avershanl.’ =
ajo-'ove nauis shall
no--be schedul ed desiz
he peakx summer montias.
Reaso ab e efforts’ .o
schedzie or reschednl
routine maintenance
outside <the pear suxmmer
nonz's should also be
nade, dut iz 20 event
szall outages for




A.82-03-26 et 2l. ALJ/xx ’

-~ - . - schecduled.znaintenance
exceed 30 peak hours
durin g <tae summer peaz
. zonth 4 o o

e. XNo res**‘c ons should
Ye imposed on “he use oL
the schgduléd ' .
zeaintenance allowance
during phe,initiaﬁ T
eriod. of ‘operation
i.p , the Tivst gix
ngas). - 0
(5) Reduction of Monthly Davments

-

Tor payuent options based on efsher availabdilis

‘1

e sy o
¢r energy production, we generally adop. °G&d s 2lte d approacih Zor
reducing peyments following a fail °e *o ~ee* the uwvil 4 v7's minimu

performance requirements. PG&E‘éfo g*na* proposal provided thatv
such a Tallure would result in 2 <ot a"susve oz of capecit
payzents Zor up %o 15 monthsi-jr s modi‘ind anp*oac-, aowever, woulé

pernit payments for capecity actually de,_ve:ed during the

VAo anae iy

being reinstated or the QF's capacity. derated "2t the .end of that tize
depending on the QF's perfbrnancefdu:in **e pnaf montas. IZ 4he QF

provationary period with the potential of <he original paymens level

L5 ungble %o deliver its proxzi sed o capacity, whe utilivy should
2ave the adbility, as sugges.ed -y ’G&u uo,naxe,.ha: deterzination
over a reasonadble period of %inm G‘ve* '#Ianaiqnonth aeriocds of
all “aree usilisies, 2 probasi a'y neriod of 15 months is reasomable.
in That tize, . ‘however ":he:Q? saould znowt
experience a %toval cessation of cash pph ;if iﬁh;és 2 capagcit
comvridbusion o make to the utility's systexm.. The complete
guspension of zontily paymehts~w en **‘s~c‘-cu=$ta:ce exists is an
unreasonadly harsh penal4y 4o poso or 2-QF.whose failure %o perfors

L Y

nay have resulted Irom i%s _.vel‘ofﬂopera: % d"“‘“g 3 single pealk

- 60 - _
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w-‘-4n

“._nue .o be aa d 'o- capacity ac*ua
delivered. du*.ng the p-cba*iona*y period is 2. necessafy and
reasonable part of 2 more,-_ex-p- .persd o-na“ce Tequl eme”.._ o

- We agree with RG&ET ar the Q7's ab‘ ity %o Sees
<he zinizum performance. requirezents. iz peak non ow‘ng.
Tailure should te used <o determine whether Its o el capac
peyment will De reinstated or. its contract capaci sy de*a«ed. The
¢ifference detween the contract Caaac %7, éﬁd“the,reducec cayacity is
appronriately sudblect 40 contrac*:,er::n “ion rovi s‘o“ . We 2lso

staff's recommendasion **af_’oﬁ‘:hevcapac**y actrally delivered

ne provationary per‘od'an5a** nce or- c*edit f Lorced
utages at the level otherwisge spocified in:*ae ag*eamen* saoulé be
izcluded. In using this approach, 20 sesroactive Dayment a% the end
o2 probation is necessary. —

(6) As—Availawnle Capacis °ayment
?»icr *o Tirn Canaci<y Delivery

During hearizng one 2ddftional recommendation was

zade by IZ2 witness 2Philip M "uycz whick alt*oug. “o* svrictly 2
compliance issue, does relate %o the pe:fo-na“ce "eqp-.ed unéder a
firz capacity contract. It was 'k?Ci" suggns n that 2 QF under 2
firm capacity contract who oroduce energy dusing '3*t-up periods
before tThe facilisy is -eady To begin dn"vn~y 02 firm capacity

snould receive an as-availadle capac**y pay*e up .o “re vime <hat

rn carpacity ope"ations conze cp.. )

AlTzough 2Gé&s. and ~&iso“ ag-ee in g neral
rineinle wita $ais proposal, sta’? agserss <hat vhe <heorevical
basis which supports a payment for as-ava--abié capacity does zov
exist for suck 2 payment during a gtart-up period. 3ecause of the

generally short period involved Zor start-up and the fact that a

utilivty would provably not have a2 large nuxber of generating plants

o e s




AB2-03-26 e+ 21. AL/ k=

in stac T-up 27 *he sane "ime, 't"ze'e can ae 0 a.g,g*ega. ion oI energy, .
as in'the case of as-avai Tabl e capac-. , %o serve ao the Basis for
the utility avoiding capacity costs. StaZ suggests that mnder v..e"se'
circums ances only as—available ne*gz nayments'shou’d be allowed-

' ’ _A er Tevie w*ng 1I3P's recommendati n, we £ind

- —

SDG&E's “9°P°ns°' 50" thzs”' £o be the most approvriate. | -
SPGCIfiCa-- , SDG&ZS s aves at page 217 of its coxn curre:* briefs

- oy

"L I2 2 QP nas declared an
- Operation Date, which iz
defined. 0. be the cate the
plant i3 deenmed %o Ye
capeble 0f reliable dell
.02, energy asnd capac y,..,
" the QF will be expected o
“wrovide capacity -from that
date. If ihe. QF ‘s A
wnprepared To deliver 7
capacity at the Operation
Date, a different date .
should. be chosen.  IZ <he. Q“T
anticipates there-will de-
start~up vroblens, but -

velieves it is entitled-to

receive some capacs
'aaymanvs, SDGEE suggests
hat the QF execuve ax as-
ava-lao_e contracs of s o
-du:ation;to:cove:..- S
ae-iod in which +he Q@
ticipates start-uvy
d:fficu_*‘es.\ When <he QB
i3 condident thavt i+t can .
provide 2iem *aﬁac-. , [it]
can -commence periormance
under a fin capaci:~,“
contract.” R

R e AR A e i b B Rt TR a ey wny permA— & -




A.82-03-26 &%t al. ALJ/m

2y adopting this approeck, no 2dditional |
provis‘ons will be ~-eqx;x:.rec'. in *he firm capacity'contract which nigu
be in conflict’ wiv '*he bas_s o_ na* offe- as vo_n ted out by she’

- e

ztaf?, *he *heo*y o% an as-ava 13l capac 57 oF e SDGEE "
suggesti n ¢1uu**a*es‘*He ex‘s*ing oo on ava ;able .o a Q: unde-‘

the offe*s we have alrealy apn-ovna. . ST :
2. ”ermina‘ion Provisions - ’

e D.82-01-103 tncluded comtracs serzinas
%0 be reflec*ed in firn capac vy ofZe: s:

set Jorth “o speciiic guide-.nee gov Tz

ies avn p*ope spo ded %o 02
fons in edeh o’ tneir irm capac <7 sva.da-d ofte s;“ with

s ate 1f da*#d damagn c’ uses imtended Lo *e-:bu*«e'”'
Tor unea*ned capac <7 nayne '*3&# <o QFs and, -ﬁ”uomn”

cases, <She ut y s cos & o’ bp_ac '*ne 105 capac.*y. ersain
0f the offers ;‘ e a value oz, and in *u.n 5-opose a Teduetion iz
“he damage a;oun: fo " gdvance motice of termt n.
In additlon o issues related 10 The da:ag» el aﬁéééfof “he
sandard offers, sone 0% the QFs esticﬁed “he
cation of termination p"OViSiOﬁ« o 8 co*ve-s-o~ roz 2
vaneous purchase axnc sale oZ ez e*gy .o ‘2 ‘sal o_ surplus ozly.
ToPesals 0f the "*_lities.a.d *he v‘ewt ot tze—o*”e- parsties on
{gsue are summarized vel ow ’o_,owed,ﬁy-oy- "eso’ ion of %z

” e oy

2. Dazaze C-ausos .
(1) 26&= - s% a.,da..d Hore
No. 2, Anpendix D - ‘ S
?G&Z's standard of’e* ‘o' itz capac-*y
isvinguishes between +two Ltydpes o‘.te-m. ion: termination with
prescribed notice (Appendix D, Secst a“'D-Z)”aadjtéfﬁihaticn withous

prescrided notice (Append x o spc* ow5 —3)-;'The~l§£gth of <ze

-~ - - -
- ’
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prescrived notice,is di. ly *e-a,ed to. the, auoun* ~ Yhe contract

L

capaciv ywbe*ng *e.minaxed o.,.educed‘ This no* ce *angns :ron *h-ee 3

zonths for 1,000 5W oz 7ess,to 60 months ‘o- ove .OO OOO xﬁ.i,ﬂ

e

R vhe even* tne p'esc*‘bed notice -s,given, the
K *ermina g **s contrac is on-y *ecuired <o *e_“nd k1-3 ’G&H an
amount equa’ to <he difference ba*ween *“e capac <7 pay"e a*-eady

paid by PG&E and the total capacity pay*e 'wh‘c“- G&: wou d nave
paid based on the per od of the Q¥'s aceud*"perfo~marce. ey
ann'oac“ -s adopved *o effecu aw*epay~e,t @- vn*pay~ents ‘ﬁ *hn
arly con racy years *ha* a ise from level ion of **e caaac
price. . I e*es*, is %o be pa‘d on!tao res Lndvﬁ* **P a"‘"e -ate as
publis ed by the. ﬂaﬁk d-,Ame -ca. “o*, e amou. _o’ capac '
terzina ed4 <ke Q7 will recex ve,,,.om ~he da*# 0% no%ice *o the dé‘é
of actuel fermination, ¢ pwb‘ 4 paymoﬁts oa,ed o2 the capeci: y price
adjus ed to the period o the Q“'e actua’ ne o-mance-,m__ _
,_Por *e*ﬁq n, ithou p escri bed uo«-c_, a Q“ is
recu‘*ed vo maze *he *e‘und desc bed aaove 28 wn’“ as'*“e ’ol ow‘“g

U‘ﬁ

ad i*‘ona’.paymen.. o e e : L Aiﬁf~

"Sﬁller shall pay PGandZ & one-
ine ‘payment equal To <The
' <amount'cf“ onuTact. capacity
being terzinated <izes <he
differe*c» ‘ve<ween <hae current
capaci Tice ¢on the date of .
ue~m-na ion for a ternm ecual
0 the balance o"th term of
agrneme-zv and <he contract
capacity pric ’ pro—rated Zor
the leng*h of nozice given,-if
any, o7 multipl ing b7 one
ainws vhe ratio of {the actual
noxber (23 set Lorin in T
paragraph D=2). In the evexzt
»* < the cur*enzpfi:n capac:ty
ice is. less shan = .
cont Tact capacity p ce, no
:paymnn* under h.srna-ag~anb D=
3 shall be due either Zarcwy.”
(Section D=3.)
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'r\";I{:é£§5o§€:5ffi€s'térm-naAio p-ov*sions ’G&g
points ou* that the Levelized' capacity ﬁéy*é i nade undef & 2irm
capacity con ac* p*ov‘ae 2 s‘eady *eve ge strear $0- “he OF Witk é
greater po rtion of ne con? ac*’ come “bel ng *ece;veﬂ n'*he'early
years. Wi thou* Prohi conwrac* per ormance ove*payne”.s should “ve
rpcaptured to ensure'*ha* the .?“‘ ozly paid basea on e cos 25 *he _
tility acuually avo‘ded rom *he Q“'s ope*atiOﬁ. In °G&~ s view, :"
interest on n‘s'*e‘u i *easonab e in < ecognition of *he tize
value of money. ' Coe

PG4I also believes that its zethol of cal dulatin

damages for termination hou,.adeéua e. not ce. is consistent with

the principles.of co;@;ac: +ay.‘ Spacifically, PG&H con*»nds that it

o

nas used an.estadblished neasure. 0% damages: <“he d“’e*ence ~oetveen

the contract price. and *h@.*eplacemenu coov..nAcco-d‘ng o °G&g, .ne
presence of:*h sup'ov‘s‘on also. serves to encourage Q”s‘vo ive .
aedequate notvice of. terzinavtioz, ,whi-e,limitin “ae Gazmages c_uSﬂd by'
2 QF %o one.year's worth ol the *ep,acemeﬂvn cost differential.

(2) 32éison - S sandard. Offer

No. 2, Part I, Seetion 5
‘ Under Zdizoz's svandard offer; a Q@7

%he agreement is "ecui*ed rel L‘SP Béis ‘o- .“ed capacity
payments”gccb;q 15 wo “he ‘ollowiﬁg ‘o-mu_a- - K/V) *imes *ﬁ
sotal val"e‘o‘ capac 7 pay*e**"'pa‘d %0 cave c‘ te-: on,‘#here
"L is the,*umon' o comp*e ted yoars o’ se-v'ce Lron *hé i"‘*‘ "*n

- s g e u- -

capacity delivery date and "¥" i3 vhe 2irm comtract leagth. ;Ko’
°neci£i 'c*mu_a is des gnat ced” ’o* daaages assoc-ated w‘th‘Zd‘

-ep*acemen* costs. ’dison a’so *equ Tes a QF ‘o p*cv‘de ev*de“ce, R

to Bdison's satisfaction,” OF its ability to zake pote s
cernination payments.
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SR .son defe ds Ats aup‘oach which places no value

-

on advange no< ce,,as "equiring *he cont acting 3&***93 %0 live up *o

- W ks

their obl ions Lnl»se uncont:o;lable 'o"cps ‘*terveﬁe._ “di on *s

eritical o’ cont-ac* prov‘s cns pe-mitt;ng a Q“ +0 "buy on*" *he
renal ﬁing tern of ‘ts cont: ac ..e., ﬁG&g 'S p*oposa ‘ since such
prov*sions will encourage QP *o gno-e % ir ob ons._ Acco*d
to 2di soz, wh zever a QF *e*n-nates, ‘even w**% 2 ce, thg_uz"*‘

.-vu Py L R J

.

and i%s rast enaye*s are damaged a* leae* *o some ex e“,' 2
having delayed or nl;min ted conseructs bbcauSﬁ ol 2 Q?’s
aval ab‘ Avy. .
) sndes -
' Standard ‘-Sﬂc*ion"16"-”

z éapadity standard 02fer includes

atioﬁ provisi ié“si"‘lar'tO'PG&; s consract. A distinetfon-is

etween a QF e*m_na ng'wiﬁﬁ‘6‘e5c-‘$édfndfice,'fo:'which'fﬁé:*

for 'einou*Sonn* is S§écified (“erminétioh~?aymén*rA*TShct:on
16.2) and 4ermination without prescrived notice, for which an’
2dditional one~time payment'is'-nqu~*nd (Terainasion ’aymen*"B;f“
Seetion 16.4). The major diffe rences be“we-“ ne two: usilisiez are
$D6&3's notice periodﬂ (ranginz from 12 month s : ~5,000 ¥ %o 60
zonthe Zor 20,000 kW or more), i35 adopted iz ;g.-sf rate (sizple
interest of 12% per yea"), a“d ité ion o2 re p_aceme |
¢amages. Iich,resnec*‘* the latve

-

iffe-e*ce,h mina on ?aymeuu
3 is_tke sum. of_"e*m:nation ’ayne ' and a ome-tize payne o
calculated By ¢ aking. an adjusted capac 4 price, based o;».,e”Q?‘s
acvual perd ‘na ice, and inflatin *"a* zigure by % per month _o-’th ]
reriod of_*he Q: g pe *mance m“‘ "gu*e m‘*us the o-‘g “a. fg:m
capacisy o ce ‘s_**e“ mul* slie d by .n&, =~per of z

the QF. - R ) ,-“ )

.. o [ I SN
- P -
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~ - - -~ - - - -
[

SDG&d supvo: s i%s app*oach on g*ounés s la*Jto

those urged.%y ’G&g . SDG&Z also poiz vs out that adeguate. ﬁo ice ha,
2 valwe since it permivts 4the utility sufficient <tize to purchase o

construct additlional capacivy. SDGEE does nove, however, thel only
To enhance certalnty iz vhe consract terms d‘d by aéoPV a siz p
interess rate. of. 12% per aznum. ”u ther, in. SDG&g s vi h

ethod Zor ca-cu’ati:g‘its<one-zim Tersin fon. ?ayne"* B '

Teasonable, its complexity might requirce.a d:ffere4v apprggcu,L:
preferadly tnat.suggeo~g¢ oy <the. sva_-kbe;ow. e
(&) Ssazs . . L
- The stafi's. :-oposed :er:iﬂa“ n provisions arce
designed to reflect the principles thatl. (a) svazderd offers should
Specify <he co“sequences oZ. a Q“'e terzinat on,,(b) terziaa:io*.

- ke

provisicns. should.encourage Qs . vo. Lulfill cheir cont s, bu* also

o - aln e o Un Lr

encourage the QP vo provide sulli _en: notice *o all ow a Ltilit to

replace <She 1ost capacity; and (c) dauages for ermina 10n shotld de
caleulated 30.make ke uvilisy and ratepayer wh&’ . Gu*ded by these
principles, <he stvall. adop 5 an avproac“ that ¢ is, somew,a. H-m r %0
those. proposed by PGa3. and SDG&B. | S o
| Specifica__ » The s*a‘ _“do*ses ze c’.‘sv

between. Q““ waich provide adaqua.e notice. and % ose w%ic“ do nov.
safs adop.s”,ne notice periods pr opoeed b7 SDG&u a.d_ ne ger e*a-_
concent of %= recovery of overpayzents wizth in nveress ca culated a%
“ke »prize rate as leverzined by a cozmon ref ence source. Acco-d
<o <he s=zaflf, nowever, tihe add‘*‘o»a, paymer nT Te red 02 a Q@ whick
Talls-%o. give ﬁ?é~?:# aux otice wlé Pcua' 50% o’_**a aﬂou“* of
the capacity ove*payme, ca_cula d withouv acc'uAd ‘n*e"es . “hﬂ o
Lall pe alty aou’d bn *educed in direct p*ovo-*-o* < “** len **'7

~ Ve -ie
of ncv-cg‘ ke Q. gives as compared 0 t;e prescribed nc ice, period.
':.a:s;eg.*hav ,he,pe_a_ﬂyhshop.c.be,based on a n.mbe-h*“ 3
xnown at the <ime the ¢onvract is signed, 2ot az unce ‘2 ’“*u-»

L

capacity replacemeny cost Zigure. cafs <herelore basea the

o
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ad **iona_ payment *equired 0f QFs who fail %o give ad#cua e notice .
to the’ ove*pe.y"env to be refunded, a payment which ‘conld be
ca‘culated 'o* di:f 'en* *erminaticn’détes a% *%e me‘.hﬂ con aét
s_gned. | o R e T
: Sta®r slso urges that a pr oba** nary period Like™
that pgesc bpd by ”G&ﬂ should be appl:ed b7 all the utilities not

only to Zailures to del iver contrac ted capacity, ut also- %0 ’a‘lu-e~ o \
%o maintaia QF status’ o perti - 8°ve*nuenta_ authorizations,’ T

permits, and llcenses. Wit “respect :b <he laster ’ailnr ‘“‘he5f5;1
nonsn period would provide %ime witihin whick o correct” those L
deficiencies without risking tosal contract sermization.
' Tune s%azf 2lszo asgues’ %a* 2 QF should no%t be
‘*ed“:d'u-oﬁiaé“ev*dence'o’ 175 ability <o makre potential

nti
ser mi. ‘on caymeﬁ ”‘1a”"y; e ssaf? -ecomzends *“at~*hé
utilivs es shou’d 1nel tde clear exump_es -ﬁ their da-d off-rs”of -
the operation of sheir terminasion :*ov*s onz. - V, o
“ "~ (5) Other Parsies ' T : .
‘ CWA rges tha* :h# ‘stafs's recommendation” ot &
"50% §én£1t " 2or early corzination ou_d be ~ejec.ed 25 2rbitrary.””
According to CMA, the QF and the :i:it shoTld su:mit' the matier %o
arbitration at'*'@ “izme oZ *e-m' nation with **e bu-den on the utiliscy
to show it§ actuaa‘damaggsf‘ 0%z 'parzies seen to's‘éges* that" 227
£ the p*oposed teraL nasion " pewa_tiee" are’ a-bitra-y and should be -
~eie ed. e T | e S e S
L (5)" ‘scnéé.an: A e e
| 5 Our review o’ he whilizies' serzination )
prov*s'oﬁs s nos ome o desermime the utiliélés‘ compliance wizh OIR -
2, sizce our’ dec-s-ans gé%¥'no specific directions i’ *“‘s"ega~d -

but rat ne- “he -naso ab;ﬂ 1e5s oFf the utilities’ p*oposa_s. - makd ng'“
this evaluas on, we Dust initi lly dee Lde ‘whas seramination” p*ov‘s‘ons
should ac;o;p;-sn‘and whether ¥ roge’ p- ov -o~5 shou_d be stendardized:
between the uwtilities. A

PR R EVRRE P -
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g Om - he Lrst question, we agreé with the starfs
that terzmd na on p*ov‘sions‘ h z1d encou*age QFs 40 Lulfill +thefr-

- aln S

contractual obli igat fons, provide *easonable cersainsy o’ *he SRR

e

consequence° 0 e*m.na*iou; ‘and make tili*y ‘and "its ‘ratepayers

whole. With *esvec* to contract stan da*d ionm, we ccnc.ude’tﬁét' o
there is 10 reason 2or the <ermination provis-ons"to'vaﬁy greatly -

betweéﬁ"uil ties with-reéspect 40 the ‘basiec reguirements 'of such
izions. The <ype of dazmages caused To 2 utility by 2 QPst-7
why

rzination sh ou’d essensially Ye the same for every utility wish she

¥ se wp ae

actual e.mcm..u < hose dauasas iffering dnnﬂ*d‘*~ on each u.”**y s-7

capacity T .ces. hout suer con is*e 7 vetween .ernina* 0z
p*ov‘s*ons, a Q? cou”d b#'too g*ea y adva“uagﬂd or- d‘sadva.tag._,
for no appa*en' eason, so_--y on <he basis of its- ’oca sionm. " ’
B tles has chosen to inclide
:idated damage clauses ‘n v22er. Such clauses-are 2ot
"nenaliies” as a*gued by some’ Q?s, are in-fae% arTacceéted”me “od
oL mas‘ﬁg the pa**y no is nos tetminating whole. The-benefits o2’

iguidasy ed” da“age clanse include the limi<ation of dazages*go-tne-‘"

azounts or formula prescrided im the'clemse and <he-pariies’ advance

=]

zowledge’ 0"ﬂ°W uhe daﬂage = “armimation will e ecaleulated.’

- i e

These ci arac*e is% ies’ of cu-da*nd da*age clause sfzaxe thezT -

Y ek e

desirahl e a“d *easonab-- ’or‘ c_“s o“ in 3 ustility"s’ s andard4of‘ﬂ*f"

o W oy e g W L)

Lor Zira canac y. ' [ - A

-
-

lisy's daﬁagOS‘sﬂo"’d properlyvbe covered 2y suchi a clawse. A1l "

the whi ‘*ies 1'~a.v‘* Pre sb“bed‘ébn’imethcd'for reizbursemensiof. .

unearned capacity payments. We believe <hat suck reizbhursement  {st”
appropriate’ £oT the reasons recited By PG&S.’ In par<icular, the - -
wtility is mot recuired 0 pay zore <han its avoideaJcOSts?:o: the”.
purchase of energy Zrom a2 QF. Any payment over <his ahoun%%artsingJ

o s i ot

2rom price levelization should =therefore Ye Tedunded o the witility. -

‘We must nexs consider, however, what elements of a
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Ihe methods chosen by the utilizies ¥o calculate
this *e.mbu.semeut -appear o resulv. iz essexn ly,t“e saze measure.
of repayment and are "easonable., Ehe only elemen* she *epayme

which requiresmfu.vne: considera lon iz %k inuerest;*o b;héﬁa*ged

iZ any, on the anmount -efunded.‘ Ve conc ude.that to reZlec?y thn t

value of money, an interest charge is required and fu he*_ na* such

& charge should be Ceteral ned unifornly by the util ies vy- egg;e;qe,@'

t0 one source.:

~ B - . ™
N V. - .

various suggesti \ns‘hgvg_bgen'ng¢e,,iﬁé;; ,
: ‘nte:éé*.~a es,vwe velleve fhat'af"aﬁc*6§r£'4. o

{5 vaat used in relation vhé usilivies’ dalancing
accounts. . Specifically, we. nav» ado;.e ne ccmme*cia. pape-'
the crarge on funds he’dwzn tne due*gy COSv Ad‘us**é;f o aLsn_'

[T “

BTN

¢cts actual zarkes cond‘*‘ons, (2) comnound_“g,o’ p

-

reflec $-the actual burden on <he usilisy andﬂratepayé~- (3)

.y .

commercial paper is the lowest cost form of skort-term Dorr 15
available to the utilities for financiag urnderc o*s,“(d) tne

Maml

a variable monthly. inte*es* *a e as. opposed <0 2 f: ed bo :e,‘

Pederal Reserve,Statis:ica;,Re;easg,rﬁ.»13, £3Aa rﬂliablerind‘cavo*'
£ the interest.rate applicadle %o.coxmercial paper, prine. nree_}
on*hs;~and~(5)v-ecogni ion should be given of the *gne* cosv‘o‘

inancing for SDG&3. (D.91296, 3 Cal 2TC 2¢ 1°7 ( cgo) ). Iz

1296, based on vhese findings,. 2G%3, Zdisoz, axd SDGET were

-

-

ordered':c confora The. interest.raves app licable <o thelr va ~ous.

- -

accounts: vo- "the publishedr“#de-a, Rese-ve 3oard :bree noZ ns P -:e”

Zlecsric Company)ﬁwv;(3~Ca* .UC,Zd at 202,) ,Wemco-ci-de"

similer %o those recited adbove. vhat this defined cozmerclal pap-,..-.
rate i3 a reasonable rate Lo be- applied. To <The -epayznﬂ* required o , 
a QF whick terminates i%s contract...

e oy

-
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-

While we have found Teasonadle the utilities’
BT ovisions for re mbu*semen* a2 the even”o’ <ernmination, we muss
also considé; whetne- {4 is reasonadble and’ “ecesaa*y zor 14 guidased
damages assoc_a ed wi h a wt 1‘*y s'-ep“acnme“. cosss 4o be spec*"ed-

- un oy

in <the s anda“d offe' as we’l;”'“u.u“ T, We must answer whether <he

“-U
azount 0f the ut lit '3 da:nageu nould oe-rnduced or el ininatedlby a
Q® giving advanc no% ce 0f it “erzinatioﬁ. ‘We comclude <hat The

W bk o

standard offe's shou’d ‘*c*ude »oth-such p"ov‘e~ ns. - LUl

n o/ wn

As s at & 3y °DG&~ with notice depending on ‘the
amount of capacis g educed o= ermin ed 2 usility would "have’

sufficient "tize tb *en_ace thet capacity, eitler Through ?%‘Cﬂase oz

construction, prior *o the caaac‘*y peteally being 108t - Although®

Zéison a.gues a* *“e u**:**y will ineur replacement osts 2% -any
tae '*s 2 *e*m-na oa,'this nos‘*‘on“fa"s eo‘*ecogni “the
veils ty s abil:ty <0 m_tiga ese cosss by wein

2dvan nce o’ *he sermination. : Lo

Fs
notified’

" We therefore adcpt thé—distinction between QPs.
which terminate wish dreserided notice and <hose which o noth: The-
evidence in this case -egard‘*g appropriate no%tice :eriods depex

F)
s

- i

Proposals madn by 26G&T ,nd SDGEE. We believe nav such a provision,
ownver, can vary be*ween atilities based on ir "eg%imazes o . .
the time It will “ake :hem, tven wheir individnz -~ operations”

on the amount of capact being “erminaved is ! ‘%0 <he specifi

?’annin , %0 renlace *ﬂe ”os* caaac <w. We have 1o reason 4o
cuestion ne- SDG&g s c- 2G &:'" notice veriods Ed‘sbn,*hbwava* -

N

will be d ec,ed <o presc ive a vable sim:: vy *o hat uvsed by +those °
utilities p-esc:ibing va-ying »:gf.s 02 znot 'for “he amouny 07
capacivy b ng er ~a*ed up 0 *“n'naximun“capacity-aﬁy"Q? could
have. Thu ,po terainazion, QPs giving <he prescrided Zotice will

ozly be *equi ed <0 Teimburse the uwsility Lo overpayments. -
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find reasonable 'o* all usilivies PG&2's approach %o calculating the
damages to be added vo the refund for ove*paznen*s. °G&g’¢ ‘o Aa"
is less complex .vhan. ,ha* used by SDC&u, provides certal ,y with |
respect +o the QF's financ-alrcblfgav, ns upon termization, and
recognizes the value of <the notice which is actually g ven.
2G&Z's proposal, however, -nquires o L
dification. TUnder the.terzs.of PG&E's offer, 3 QF .1 *ecu é@‘tq '
ay only one year's worth of the uti--vy‘s -ep acement costs. I %ne
novice periods adopted by 2G&I and <

ﬂ
Al
rellection of tze tinme which. she uti B

Vad - e W o

- Tor. QFs-wko. fail %o geve <he 'equ-s‘te nevice, we

- 1 -
e.cther re 2 true

capacity, the adop:ed‘damggn ‘o*mu-a s“ou’a reflect <hal neecec
“ime. Thus, a‘QFfwhich wag required u‘de" ze conire 20 give five

o

7ears' notice of termi on,vbu only, gave. <0, shotld be obl ga‘#d
Y0 pay three years' wor:n oL the‘uti;:* ‘s -ep’aée"e»,fcos J; Tor
those QFs with notice periods under one year, ac p'OV‘de ‘. G&;'@ A
“andard o%ffer, %he dazage formule saoculd a-ao.be adjus ted < ec*
2 paymeznt of replacement costs which corresponts <o tie ‘*ﬂd
notice pericd. - - o - - ..

Thesewmodzfzca- ions.are necessary in 3arv o |
respond: t0 the reasonadle reguirement . that the liguidated, daﬂago
use, as-auch as possidle, reflects <k u*"‘* 's actual damagns.

W o s W

3

this same reason, we reject.stali’s suggestio *ha: the o
relerences To Iuture capaciiy :r‘ceé e de’#‘nd "o ' eirm

2%erg, and that the additional payne*' Tor 'a-. re %o g.va adequa
“ice ve based on 50% of she leveliza ation ve'vay*env. Jh:;q iy
ould certaznly-beabe“e.,c*a_ for a Q: %o calculate is exéc* _
vernminatiorn payment al the tize of signiz he contrac s snch a.
circumstance is not oze of the principle s-o’ ermi“a*‘o*‘gu.d‘ng ou*’
decision and, iz Zaet,. may co:f:ﬁc* ‘*h **e accqp.ed standard o-;ﬂj

=3
ne




damages o‘ making the nondreaching pasty whole. The -replacement
costs w c“ *he Ltili*}‘%‘**i‘“cu* will, 4n ®act, depend “on the cosy -
0% new capac y a* ne'*ime o' termina..ou; nd%‘a: +he “ime ‘0f '
contract’ s.gn-ng. o : R

R We“éiso'i‘dd “d"'

provide ev-dence o’ ts’ ab w7 ' verxzinasion
payments bu*de*some and unreasona b : Te Tdigorn ig no doudt
properly motivated %o protect iésﬂrat‘ ” eré,’such a provision Is- no%
a usual prerequisit in ¢coxntr ets nd does noT further <he bases for
termination provisions. [Tize operating an&iéer’ rzance-standards of
each‘of the uti:i*y s fifm“cavac <7 siandard offers; as modified
nere, ave sufficlent *o ensure that the’ Qs st gni g *hese offe*s will
be capable and dﬁne dOb-e. :: is ﬁhis very 5:0Lb 0f energy’ p-cdnce*a”
waich should bo encou*agpd 0’ ‘gnfbf‘ v and should no% be nLonT
és scou*aged by unreasonab e cont:ac* recui rezents. o

sest'sg sugges ng regarding *“e'apé’ication oL
2G&E"'s probvat a*y period <o capacity reductions has bHeen covered in
the p*evi ’S“ ‘Whesher +his’ period 2lso szouwld be applied %
failures to mal a-“-cer* ‘“-govn-nméntal'authorization is'no%”
clear. We unforsunately have no evidence 0 suggest zow long it L -

- -

would sake VO'cure'suchid fects. 3Because other parties had different

- W - oo o -k
views and suggesti *":'é°~d‘*g asrovisions reguiring the maintenance
0f goveramensal authoris ation,wwe will co*s‘d#* +ais entire-issue in

o -~

©he next decision on these avn_icati ns.,;

Becanse of the various ‘o**uiée and nozice periods
%0 be us 1L ' *er:ina lon provisions, <he stafl's
*ecommetda es g.vn clear anmp_es in their offer

- e - -uet

of +the operation of : visions aas- zmerit n-utility’s

- e —JC&

standaré offer for Zirm ity szouvld, therelore,

-Ac_pdcgspch
examp:'es' y - SR o - e . - - -
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. dinally, we znote that . a reduciion, asg. opposed t0 2

total terms navion, o2 ca:ac-ty unde* :n capac y contract i° ~o-e,"

similar to a modificetion of the contract Shen %0 .2 complete bre

Such a capacity reduction st hould no% -su.t in 2 complete ve-n na**o*:.;

of the agreement. ..The principles adopted adove,. nowever, are
properly applied to.sucz -z reduction.. The umtl ' ve—n.na* n
provisions saould, the e’o*e, learly reflecs _m' ‘on tol‘
the amount oI capacity deing reduced,

end SDGES |

v. Sizultaneou¢ Purcaacn ané
Fl

% 2.82-01-107 we specifically add-eased a Q“’ amiliey

e e g o

to converd Irom a sizultaneous pu'c“ase azd sa’# o_ ene-gy vo a sa_ﬂ

of su:p;gsn n*y.m I-e concept of si u_,aneous pu*c ase,a“d sale is a _

regulatory convention which allows a.Q?_ sizul eous 1y %0 sn” ivs

" samatm

P

J
own generat*on “o tke uvility while purchasing Its, cu‘*emo**" '*om ;

wan Vil -
the utility. A QF would elect <his option for écauom_c reasons
(*.e., the retall rate being less.than the avc‘dad cos.) o
-While we-apnroved such conversions, we al ‘::osed
rlcvions to ensure. <wzat the- uti:i:y and 1 sm*a*npayo's i
apensaved Zor any lost capacity costs. Iz par*‘ T, We.
&Z That sucz-a-conversion would be. co“ditioned.on
notice and full compenszation. e conversions were
O once-per year aand were subjoc* ~0.%k ’ollowing.
"...The QF <nat receives capacit
Payzents under sizulianeous pu-cﬂasp
and sa_e through a long=term convracy
and co*verts 0 sell surp’us will -ace‘
<erzinasion p*ovis*ons.
(D.82-01=70%, 2%t page 86.)

Many o <the QFs perticipating in this proceeding “ook -

is~ue with bot“ “che limitation on the freguency of-a conversion and -
the applicavion of <werzinavion provisions to that change. Givez our
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directives’ 2 D. 82-07-703, ‘however ,”thés»“‘séue:fwbtld‘EOQé properiy
have been ra‘sed in a petition “Zor reb ea*‘*g of <ha%t order. We L. ..

further believe that  the decision; whick is-how filal, p*ope*’”‘:?-f
addressed these f ssues. Ve fiﬂ&*ﬁb’bas*s 'o* chang‘ng our” prev-ous

- Ry - “a g vt

comclusions. o WEREL T Tonon oot i o e T

-

We note also that he termination p*ovisions which we ©
have adopted in <this o-de* app_y o,both reduc*ions ‘“'capac t7 as
well as a cozplete teraination of <he agr--_e**'ﬂ PG&B s contract
language governing the, conve*s-onﬁfron,s zul ":e.*'em,.'-~ pu*chase and sale
t0 2 surplus-only sale s proper 17 ¢4 *ec*s <hat 2 QF w .-cnwundertaxes
sueh a conversion will e aubjec* to .e*m_” v_on pro~_ ‘oms only Zor
the amount By which the contract capac sy is. -educed-_ Snecifically,
<he language 02 PG&E's cont Snc o* A=3.2 o2 Anpe dix A, reads:
"I< 4he energy sale conv version esu’*s in 2 capac <y sa.o,*oduc*‘on,
she provisions in Appendix D [2G4&2's terz;na ion provisions] skall
apply-" We believe that <this approachfco;p les. wi*“ O_R 2 and should.

¢

Uo‘--n v-

' . - s - - Fa—— o~ -

be used by ?-;¢? ree woilits e x .

¢c. Notice of ”e*m-“ o“ i
As=Availahle Con,.actﬂ

Zdison's svandard ¢Zfer for as-avalladle capacity
states in Section 5:

"Phis agreement shall decome effecti e
on the da<ve o‘ exncu*‘o* 7%

parties and shall remain in effec*
n:il *ern a*@d by Seller upon one
gear »rior written notvification g‘ven
*0 dd.son, which noviZication shall

20t bYe given prior <o the date <re

generating factility is operating and
delivering energy <0 the point of
interconnection.”

Zdison justiZfies the inclusion ¢f Thlis novtice requirezent as

- W
necessary for determiniag +the number of as-avallable producers wiich,
in the aggregete, will be ready and willing €0 sell energy and
capacity iz any particular year.




. We. reject, :dison s arguzent. I .nclusion o’,sucq a.
provi s.on ir an as~available conz:ac*jis u.reason adle and ‘n con’l
with D.82-01-103.. In thet order we specifically s%as ed *ha,

- :.'ﬂ--

ternination provisions were not anp—oa,ia e 'o* orZers %o pu“chase as~ .

available power. The staf? in its brief ¢ ..ectly suamar izes .He _
Teasoning bekind. this. conclusion: .

f...Un; h-i:m capac y QPs,. 2 QR with
an as—ava 1able contract is under 7 '
S obl fon %0 sSupply poOwer %o the . - .-
uti it ’ and 1545 paild only for <he o
power i+ de”*vers. The Q¥'s incentive
to produce power 15 4ts economic sell-
terest,. not econtractual penaliles.
Since a2 QF who terminates i<g contracey
is indistinguishadle frozm a2 Q7 who
choosns 10* <0 produce while
nelintaining i%s consrace, ”gva_- sees
litz-e pu*ncae in ad‘son S nosice
qui:emen (Stars concmTTent
riel, at page 62.)

re *o'e direct Tdison <o deleve thé‘ tee of termination

/

s standard o0ffer for as-aval ab e caﬁac,*y.‘%

- - ey -

¢ —— vt r
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Canacity Prices

o Do82=01-102 provides that QFs which sell electricity
Lo the UtLility -shall be eligible for payments based on the: -
costs that the utility system avoids through purchases of such-
QF power. Fox the standard offers which are the: subject  of.©
these campllance hearings, the ¢costs’ that utilities avoeld dy

purchasing increments Of QI power are deflined -on-the: Dasis-of

—r b

-

a2 short run incremental & marginal c¢ozt methodology.  Shore
»un merginal costs on the utlilivy system consist of Two o

- ol uamad W
canponents: shortage ¢C0stes and operating costs.
energy payments for reducing utlility marginal cperat

QFs- receive capacity payments for reducing marginal sher

¢ste on the utility system. This section evaluates the capacicty
rices which PG&Z, Zdison, SIG&E- propose <0 pay QFs pursuant
Q 'D.o 82-01"’103. T T c ‘ -

In D.82~01-103.we determined that QFs saould receive
capaclicy payments for-Doth as—avalladle and f4rm-sales to The
0o

~

uweility.. This conclusion reflects the fact that QF- cutrut

on elther hasis will Ingrease the anount of elegtricity availadble

o The utllity, increase reserve margins, and make: the possidility

of ,  ess lilkely. Svated another way, QF power will ,
sead- o avolded shortage costs and QFs should de pald accordingl 2/

—-bb -y .
, Shortage ¢Csts: on the utility system at. any given ..
Time.can be-defined 25 the expected cost of

s an’outage. a2t that
time or, more preclsely, the nroharlility of an outage nultiplied

by the customer cQsts associated with an outage. As the .

o -

probability of an outage increases during pealk demand-pericds
(when Teserve zmargins are diminished) and decreases dnring
ofT-peak pericds, shoritage Costs will be higher luring dally

b Ry

and seasgal.peak perliods and lower gurins off-peak-periods. .

- \ . . - PR . . . - " - .

o Lo e

S/ As noted earlier, firm and as-avaliladble OFs do recelve
somewnhat dilflferent vayments which reflect the 2dded value
of the firm sources.
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costs can also vary on an annual rasi
argins change from one year To the nexs. s

P ™

nersage
oo

F Because cuUsSLomes outage costs are very diffleuls o
measure on 2 direct baslis,

---

we adopted a proxy for shortage ozt
in D.82-01-207 end D.82~0k-0TI, Specifically, we uced the

L]

capival
wne g low-capital
¢ost plant Bullt Lo meel reliablility *aeds:alone;*asﬂa“proxy
for annual shortage costs. This annual ‘shorvtaege ¢os

- > i

costs of 2 utilizy cambustion Turdine peaking plany, 2

v anount hes
teen all cazed,d:sprcp-.::cna:eiy‘:c'peax an se“_-peak‘hours
withlin the year to relflect shertage cost varliatione.,

Thexre I1s 2 Tery Clear reason for adeﬁzng
0f 2 combusticn turbine as 2 proxy for annual
Ties manage their rescerve margins co“rec*’J, <

::y ~polzted InTestments up TO T
H
.

hid

- - eu.v COU VU“ :he Sau On an a"’"

ex;ec:ed cusTomeT outage €Osts Or shcrs ge-bcstsfa#oided'

through sueh Iinvestment. &. cmbussion turbine represents th

- AR YR 4 o e

marginal capaclity-related esh . I marginzal shortage cos<s

exceed marginal canac::;- z fnvestment ¢0stE, ratepayers
will tenelit bWy more Investment which lLowers the higher shortage
ocd of outeges. If ~a*g nael ,nc*.ag
osts” 0F marginel capacity-related’

then . investments should he reduced, reserve margins

ang shorsage costs To Lnerease. | Overzall,

.

. seek SO equate avoided shortage costy with'
the anznual ¢ “4ne marginal cepacity-related invesimen -
(repreasaensed by She comdtssicn turhine). The ¢ombus
L5 therelcre 2 reasomadble proxy forthe eguilibrium
cost value.that will exist on the utl

Tion tumhine

cysten on
P
o?

In.the pet:t: ns fop renearing 82-0 —‘O’ the

- —D-b

2. 3
Ties argued nnual shertage costs will someti:

The eQ“:::“rium or average cambustion Turdine capita

Thamatcre, .uey arguead, ?,cppac J p::c--_'“onld, Rt A
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accordingly. In 2. 2-3), we concluded that whlle
the use of.the combustion turbine proxy "is cmsistent with
Incremental fuel cost. ch T will Tor some time de dased.on o
and gas’, a more. precise relinement of the proxy which ﬂva-- es
capacity paymeats. baeed on the probabllily, ofﬂlofs of.load,. . ..
perkaps.using Teserve margizns, would.be des::ab’e" ’ e
k~.82-GL-O7l clearly. sv»c:fied _however,.tha s-ava__a*le
capac ty.payments were o De bused onmtheﬁcomb"f*ion urb,tg:gnd.“
that any . relinemenvs of the proxy were to.De. co*f‘dqre¢:qnly.zn.

re. general r2 The languege of D.22-05-071.was.less.
' “he.proxy would. De.considered In
e _“: A% noted earlier, . our~ua;
:esfwere 2llewed. <
dologiles fox
firm capacit

The
»rel ec“‘“" yoalt-= jﬁa"" var
legdn;o.Jear-.o-y:a, varlies L
e two. Lssues.hefore us now, are C-) whethe
» 82€. SOG&E used accurate combustlioen OSTE
in ca.cu’a:::g *“e::,as-ava pble and Sl Q7 ca:ac::y pricee

and (2) whetzher in the . gase.of .firm capac‘“y prices, the.utilities
o Ty

(=
proposec . adjustments o %
adOpued._

he combustion turbdine proxy.should.de.

L. i gt Of . che Combuscion Tu=bin

as-availéblé pacity n “'ggin;aif of t;e
utilities’ ‘ $ are based Qirectly or ;nd:rectlj cﬁ'nhe cap-u ;
combustion Turtine., The accuracy of these plant cost
Thus an Izmportant ILssue In Thlis proceeding. The
hold quest: n here Ly whether or not the combustion turbine
osts skould Re uniform Detween vtilities, besed ¢n 3 "generic”

embustion turbine pla=nt, or whether the costs should be zore

- ety - u.a
L1lity=specilic.
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We agree with the utilities thas combusiion’ vurb_ne cos

can vary between utilities due o di eren“ cinancing cosus, -
eavironzental requi: emen.g; and ocational factors.” The costs of
meeting-a short tage’ surough comstruction of peaking ¢apacity will
legitimately vary from one utility o the next becaus# of these"
factors.” However, 1% 1s much less clear why other factors that are
not utility-specific iz matire, sueh as forecasts of general Pconom_c
indices, should vary in the combustiocn turbine écqts'eb imates
adopued for PGEE '“SbG&E'and“Ediscn. We ¢o not agree with the

es that these broader indices need to'véﬂ? Ey‘u::lztj to
’ ct'd fer;ng co*po*ate assumptions. If corporate assumpt

veh items as iaflation and oil p*4ces nad o bn"’ol’owed
staff and other parties could no4 challenge such assuzptions as
norzally do in dther'ﬁrocéedi:gs'sdéh as the ut:_:.:es"géné&al rate
cases. We will allow for util;ty-sp~c~’zc'cosi"va-‘atibd'whef»"it s
shown £o be warrsanted, but will strive for uniform*:y in the’ cas e of
assumptions that are not clearly usil: vaspeczf: ol na*u*e.

' The estimation of combustiozn turbize ca £21 costs and the
application of such costs ©O capacity prices 23 contracts of
drfferent lengths requ‘reS'e izates of mumerous factors. These
include ccmbus n turbine construciion costs, fixed charge-éatez,
nlant economic 1l:ife and book 1ife, fixed operations and maiantenasnce
costs (0&M), fixed administirative and general costs (A&G), fuel
inventory costs, nsca_at*on_fate;, anc-ciscount rates.-We w2ll

ate oo atn

consider these factors 1z the cont vext of each of the util:itzes’
capacity price ’zlzngs.m, '
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2. 2&535&? o
Staff and IE? a*gue .ha d-son'* Sézic°5bﬁgdﬁu'éh';u*b
capi al cos . $L15/kw is voo -ow and argue _notead for 5350/kw
based on “d,son s CFM-;V f;lzng and s taff's "gone*;c")combus on
turb ne estzmate. “dzson‘argue zhat ,he tk75/xw'~umber -s an

me s

est*mate basad on a January 1, 7082 on-l;ne date and ““au *' CFV-IV

U

estizate was a "*ounded” ve: s*on of ES combu cn .urb w h a
} 10”2 on-line cat - The lat ot s a H;gh er f*'**e bocause
We nd *“a* Ed*soa s es te -s "nasonab y c ose Lo

"

Eene*zc" tu~b~nn es ma,e anc .ba.’*t s cons_s,e $ wath <

combus on tu-bﬁne p*oxy vba* wo adop:ed ’o* *aue des-gn pu*poses
d-*on s ue$u year 1°8° g@aera_ *a e case. A’so, vae uanuary T

numder io moro cons_s.en* w .he ave”age yna- *aue basp xed

LI -

r

chargn *aue me.ﬁodology .ha* -s used by Ecisen and saa-..‘ "here‘o-e;
we will adopv su1s/xw 'or 1082 combus:;on'.u"b-ne cap av cos:s .or

Edison.

. LR P

To sproad he ccmbus ”5 :urb'ne cépitél os.s to capac
pr~ces ov thn yea*s of va ous Q: ‘eon tracus; Y ud ng ;he s:ng-e
yﬁa“ as-ava;lab’e contrac xﬂd c“a"ge *a es a“d consuan. ol
factors are used. *Hese 'ac,o*s d#pe -n par hn';ﬁbnom_c
that is assumﬂd ’or hoycombus Jon turbine. ’Ed:sdh argue*l that a -
?O-year econow*c lzfe shou’d be used. “h-s period, in ;é-son s v-ow,
is a rnal st ) estizate o. ta e use'ul 12%e of LCh a pla Sta '
and _-P coun er ha: :d- on L-es a 2?-yea. ass;mp on to déproc_a

ts own p_an.‘a d ,ha a 30-y#a~ assump %S _aconuzs en;‘w:ﬁh :“:"
approach and‘a tificzally d-sacvan ages Q?z.’ .




4.82~03-25, et al. ALJ/lq/kd

We have previously consicered this issue in D.92887
{(p. 175), in which we decided that PG&E should use a 2&-year
combustion u*b_nﬂ useful ixle as uzpton ‘consisten t Wi Lth its own
depreciation schecules. Edison's assump ion is incomsistent with
D.°?887'an&‘with PG&E and SDG&EZ filings in shis p*oceedzng.! We will
adopt the 2?-year econom*c ’1'e ‘or_Edzson'~‘capac1~y przces. Any
change by ?d*son ;n *ts own deprec*at*on schedu e~ to mo*n closely
reflect ts est ma;qvqgluse u’ g,a., l;fe zad# in gh 5 pwoc¢ed_ng
shculd“be.cbnsiﬁgred"id‘Vd*son s géneral rate case.

-

Zscalation and d*scount,*a:es 2150 2ffect the combusiion
uu*bzne-based capac y pr'ce s _eam for d;ffe*eﬁ. ccﬂ ac engvhs o
and dz.feroq start-up ¢ates. The 15% discount rate used by stafs

-d-son, based on a1 estimat e of °d-son s inerexes a1 cos o' o
caplua_, is reasonable. ﬂ”he esca a ion *a:es *or capac y p ces,
rxxed O&M,_ard A’ pr*ce L°ed by s.aff are *nasonab_- ,Aud_son
argueo that hesp latter staf? assump:ions re at odds with itse

corperate assucpiions. used for planning purpeses in gemeral We
bel eve vha. thnse a*e ‘ac or wh ch a*e no:“bt iz :y-spec;f; .1
nature., ”he use o he s:aff assump one e*e s coﬂs-s,en* w;th
adop on or h# same assump ns, for °G&:'s and S“G&"'s combus qnw

turbine cost es :ma;es_d;scussnd bngow

.'- RN

‘ ,The,sta:f fuel pr.ce assump ion :s only -mpo 3% 'o"
combustion :u:b;ne cgs: 4 2 - h# combns.- o3 sue b-ne _uel
inventory costuesca- : 3L T <pe unis Ed'son contends

nﬁU. L.
uha:q

ntory coq S| _ .o:vbe escalat ed.y Iz ef ecv

in

Ed;son as,umesvihat gas w:_, _ways be ava ab e fo* useA-n the
turbine over the life of the un;: and that the -qu~d fuel -nvnn:ory‘
will rever be used. talf and IZP argue that the iaventory costs
should be escalated, using thewr oil price eszcalation assuzmpilons.

B
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-

tals aégﬁés tﬁaﬁfgas ay not a’ways bn avaz _ab’e and that even i 2%
iu; it ia&kﬁoi'bé':h; cheaper fuel option. .ner ore, .hn._nven “ory.

111 be used aﬁd rep-acec over tive. .he s.a escalat-on rate
assumpt_on mpl~c y asaumes vha the -nvento*y wzll bn replacod
annua--y. ) ' . -

. -, . - o -

We donclude that the most reasosable assuzpt ion lzﬁs‘bn~wnea
the s:a and Eczson pos;tzons. It 28 ual ke_y vhay_.hqﬂzqventory o

- -~

w;ll be *ep’ac#d énnually and uuch an as*u TZph may'ové*-ta:e_ o
avoided in ﬂvO"V CCSVS par t:cular _d_son norma y'uses

-

firss -:-f;rs* ou‘ (?ZTO) 'ue’ wnventory accou:t:ng.' e as ump
at :he anna.o*y w;ll never de tur

necd over, hownver, _s equally
We w:ll adopu a*'esca-a.ed Tuel -nvnﬁvo*y ‘using 50

- -

ua_ ‘escalation ‘33“8, “eflec :g pa**'a¢ annna’ Lse of
O“Y over :;me. ST e S : _

C e o oo

A'}Ot - em O.. ccn,ent O“ be"wneﬂ ...C so.‘, $u f

.

is .He prop»r amount of fixed A&G ‘costs’ a: shou-d be c -}

a part of tre combu tioz turdbine cost. Edis on cses 1' of i

-
-

reliz _u?ha1 A&G co

‘ ) Staff uses 1% :; the cap::a- costs o:, he
lant as 2 measu*n_o e first year A4G costs and escalates ¢
igure over the life of U -_" t. The resu" s qu;va_e t t0
1.6% ’eve_-znd A&G f:“':e' "i t‘; l kat 3 ison used .h~ 1'
escalasing figure in 1is :

o "
- -

:is 202t rece:n ‘ e case.‘ I:? a'gues

L om

that as 2% levelized shou.d bn uued ez in a982 b *‘ud;

that showed Zdison's ALG costs to De 2 2, or hz pe*cen'ago of

fixed plast. Edison in th_s ‘proceedizg repu uez a; ,;: rate case
margzzal cost:A&ngggymp =0z and cue-“:o ec app 'cab:l;ty o' the
staff calculations i: 3xh; 2T 15 Lpon wh_c_,< |

o e

argument.

P - ~~
—— e
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It 1s apparent fqom the record here that the relationship
between A&G costs an ’:;2éd plant additions is not fully unde*s.ooc.
We ag*ee with d.scn, however ',t“a* themdég ee’,o whzch A&G cos,s are
actual y avo;ded by Q? purchases _s p-oblega 'é.' Und»r *Hes# o

ircumstances, 2 comservative approach 1S appropriate in pr»scr-bzng
the A&G measure. We will therefore acopt Ecdison's 1% level ized
‘Lgure ’or P&G. S B

a..,ﬂ?EP"add Edzsoén also ¢isagree os tne approp
of E -soﬂ's "d:fferen:;al fuel c*éd**"' ~d_so“ zacludes ‘n

-oM -

combu on _ a- cos:s a uea~ure s :h *ﬁcweaqed
cos.s vh occu~, abov# the sysuem ma*g-ﬁa- oper a::ngjcqs:,“
cOZbUSLLO .turb-nq_-§‘ac.ua- y operated. Je,ag-ao wath IZ a“c stal

- - -t
-

that Edison should aceount for this increased marginal opP-a:'ng cos st

not in the combustion turb;né'cap:tal cost, but i3 1ts estizmate o._,
o
U

the system marginal operatiag cost. In otper, wo-ds, ne cos*s of
operat ng *he ccmbust*on vu*b_ne shou’d be re ected in QF energy

-

pr-ces, ‘10t capacit pr-ces.“

q brief 2rgues that the
staffts fixed charge rate im Exhidis’ iffers fror Ed_son s 'a.."

2nally, w»»aotﬁ that Edison i1 2%

for reasons ovher thas the vary:isg 2xed ‘charge rate assuzptions of
the two parties. This ¢ reumstance appears to be pursly a3 p;
computational probdlem. Keﬁw;__‘mfpeq, Zdzsen 1 this orcer to file
capacst pricesfthat”ére'ba#e@\Qé'combué oz turbize costs .hat“
reflect our pr c»d,“g conel us:qée anout costs. |

5. Spees Q

| SDGKE's capeexty price filing utilizes a combustion

turbine cap v'a_.g”c:os" of su00/kw Starf argues, ‘as it dxd
in;th{ipasé'df'ﬁd so%, . .ha‘ ‘850/4 '::_armqﬁ;;app*op*~a e
figire. Staff fousd the SDGAT estimate %0 Be oo low because
of inacdequate allowaance for cost overrruns, pollution control
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site. co*‘s arcvo hexr ’ac.o.ﬂ. SDGLZ counzters
St overruns Is cons:sten* w‘th histor cal
225 Included regulisite polluticn cor:ro’
’ and that 4t is unreal:s“: ©o ine ude ﬁew Hitn cos:s
‘on
b_nes a“ Px-s““gve Tes. .. : S -

: IE? argues that the combust: '*bine-cce* used
SDGES's test year 1682 rate case (A. :°7380 q’pzyw,,s.ould
<. 327

used £or capacity prices here.  SDGZT states = Z nibit,

d

that the rate case figure lects a2 SOOMY combustlon turdine
developmens 2% 2 new site with an anticipated baseload mode
of operation. The (QIP=2 filing reflects <he avol ded costs of
a 50My- vﬂak-“g ﬁiz 2% ai'ﬁx_ ::ng- ' .
el 5400/ kkw.
It is reasonably close v St ff's'”generic : surbine”
estimate and the rezsons For 1ts e } o .25 %he use of
existing plant sivtes, are Justifiadle on utility-specsti

grounds. We agree with SOGEE that Thelr rate cage ¢cost estimate

Z sed on 2 plant type that BOT sufliciencly reflect

- e - hd O e o iy

o

marginal peaxing capacilty T that we have chosen
the shortage COSY Proxy - '
C 7 '3tarf . ané SDGEE ELffer on the proper escalation
;iuséd*fo*-capacity‘co—:s, fixe O&M; nd fuel -
‘ T with our discussion-of -She Tdison combus-
turdine costs, we will adopt the staff egtimates. e
do, however, agres with SDGLT that more recent, lowerinfl
rates should also lead to a lower estimase oF the Incremental
cost of capital that is used in Tthe fiIxeld charge.rate. Tie
WLll revise the gtalf figure of 16.5% . &0wn to 25.5%." This
approach L5 consistant with the astimate used for ZALson whilae

also taking into a2ccoumtithe dZffarent credic ratings ol the

- Wham W W s a iy bt < o L

- L AL X1
WO u ...-..‘-:_QS.
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co*d 45 gillent on whethe _nc*uded an

ALG co,.°1n s:: f*u*b'nn cos% | We agree

with s:aff;'wh: hoer in 41%s briafl "Ha* an A6 ‘compoment’
should be Lmeluded. | SDGIT ALG costs should Ye commensurate’
with .“ose adontbd for TaL so“.'l e '

£ars and SDGLS 2xe 1% agreement
fixed QO&M costs, and the economic 1

&
e -

o -

11 adopt these Tigures.  For the pu*po ses '-ﬂ"*“ula"“

ety prices, SDGUT | :il be directed <t e combustion -

"_cn- o“. ™ S0 4he foreso -“g concluss

- —b * D.s.

- -~ LR

R

flled -capaclity prices that were Dased on -

combustion turbine capital costs of 5770/kw., This .estinate
was taken fram PG&n's most ecent general rate case.

(D. 93887). Stafs argues zhat, unless the C eamission uses 2
generic comdbustion turbine ¢ose, 4t would he simpler To use.

the rate. case numberused by -2Gin. IZP -concurs that th

L=

se estimate should be used 'bu.'of:ers several suggestions

ction turbine ¢osving assumpticns;should;
dered -2new.

We do consiler Lt To ! rvant %o ﬂxar:reA

n turhine ,;in “nts dagision -rash

b o s bl oy

timaves Irom previous rate cases.

dicated Ln“D.EE-Ol-lOB»a.d D.82-05=071 that <he combus—-

Tion turbine was a reasonable proxy for shorvags CoOSTS.-
The purpose of ‘these -compilance hearings was to.exanine th

adeguacy of -the method Ty which the utilities translated.

o= o

tRis concept into capacity prices. S 4
Fxom The perspective of the record-in tn:s n*oce
n which Three-utility Tilings were considered together,.

PG&Z s capital-cost estimate-~from its-rate-case appears to

ing,
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get “_.daj en years), the
set at 1.0 a.d s capac:*J pr

PR

reserve ﬂa“g:ns are atypicall the IPI adfust
‘s calcu;a.ed af Tk “a“‘o o’
uarg‘*'Jna* In question to the

margins are at their target This *at o, 2

on_*u Zne cost level 4A'* yea*s

----d

vhan ozne, is multiplied by <h hi ~u Tion.turd
to produce 2 QF cepacity pr:ce that year w“_c
the full combustion turbine proxy.

We bellieve that ?G&F has ented an i:nova Lve
methodology for measuring. shortage SEowever, . we agree
with other parcies in zhe

nderdeveloned and suller

goneept and agtual applic

s~ 47 bHoth

One -Zmportant conceptual flaw L . .. meth
1s blased Because-it.allows: for downward S The.

shortage €OST Droxy when. reserve mar : -varget levels,
but does not allow for upward addus = in wai
-margins are velow targes 1 Wa agree with Qccl

L L

that such upward adlustm nt:,,“ wid De a2-part of any

shortage-cost -meshodology. ~early noted.aaxrlier

- b e - >
or average
shorvage ¢0st value. Actual shortage o v:*y abeove and

Delow.the eguilidbrium value,. due-to the A: £7-0f powerplant

capacity-addivions.. This circumstance i1s.espec :al*y oue-in

the CO‘.’Rbu.‘: o0 -‘5"‘"‘ _n .5  DTOXY fon cha - yamm

- LA T - o A

the case of shorTtage costs for the near term, & time frame In

which unexpected demand increases ¢annot De met with new pla=nt

additions Dacause oF the lead time assoclated with new »lant

gonstouctieon. onocalculatiens of longer\“ﬁ*ﬁ shortage costs,

LN

an upper limit egual to-the cozt oF 2 combustion turbine proxy-

may ve appropriate, cdependins on The precizion on forecases.
A second conceptual problem wiztih the PG4T meshod

- - W an o e
F R X I 2 -
ﬁs

ad% 1T Txeals zmany of the uncertalinm factors that alfect

future reserve margins In o deverministic fashi p-

-—
-~ — e oo ot s i W s @ e W e
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U-.-

the hear:ngs'abou* :he m ” ca ¢ the metho dology Co She

nput assumpt ated :?: adiustmans Tact
and de“‘vad 135 ,*cposed Q?’éao ity :*‘ces.‘ Stans -2, da*a Lo

tandard offers. It 2 " ¢ PGLZ used several erronecus

the ._ab_o Ca.ycn nuclear plant and the Helms pumped storaze
fac:lity were assumed o e Jahué*y bR 1992 and Augus? ’:, ?°
respectiv ely botnh .‘whic? are"*correct. -'*u*ﬂ LTor cad ou*age
rates on plan*s suc a5 Pancho Seco and Centre Co T _;were
ss than the outage rates ex;
ras 'c«r The Pistsbursh 7 ol met
:n:o accour  _ acasts were based o* o_d.-,”z:‘her
cﬁ assumptiacs efore wnﬁﬂ p“obabl de* :ated.
s

d nay have aIso‘b

Thm - v ‘-‘ﬂn
ed, - L4 -n-p U..A '--ob

shortage cos.g, becaus forecast ’¢a¢ na.a:nme pg;s were
assumed to have been ful ly ac“_evnd.‘/
Forecascs 0f future reserve merzin levels are. obviously
ne-y diffienls undertaxings which Involve.many. assump-
about. futu _lcad;;an¢nresources. PG&Z s assumptions
not adeque*ely ubs:ant;a:e in the hearings. Many of the
tlcns. appear To have the elfect of understating future
rtage cos: -an QF‘ca acity payments. :
PLLZ offered two revisions of . Tlons whi
this srcolem 0.2 cort ; : exstent
load management acbievo uced, Secend,

maKe a retroactive upward revision-in CF-capacity

ty

Zelns ané Diablo start-up dates. were not realized.

:ove “n passing that wialle lcald management zoz2ls.

ould not bHe included, we 40 2ot agyee with STl and
? that loa2d- *arabement“should not be included 2t all.
Racher, we concur with Zdiscn's argument Iz itz Driel

nat load na“ageze“-, ut:l::y so"“c*s, ant QT power

ML" Ve considered, the extent feasible, si:ul: neously,
not :eq"entia--y, :: :he sstimaticn o' ‘L vure shortage
eosts. Fowever, load management ass o“* =use Te
ccnqerva::v» Azpﬁc‘ally whe* »e*:na*‘“~ The impact ¢
vclun:a"y 3~og“am

-




Ao 2202228, et 2l ALI/ddm/vE fden

n f—a)- n

We censicder The retroactive paymen
. signal QFs pros o#c“‘vely

, va ue o’ performance. Yc:e ‘mpor uant:.y,

we do not ccna,der shese Swo :rcpcse: sevisions of ’G&-'*‘
capac**f -ncuu assump::cns are sull: : , our conc wszon
that the RPI Input assumption : ssatin

ting shortage
values and O‘ capacity :afﬂe“us.'" o

?ecause o the me.“odolog_ca,
surrowndin =G& s e pu. as "*::ione we
L)

o b
shortege cost me “od logy. Wnile we will net
preposals in_f' sure

nearings aimed av refin:ng the s 2ze
this time we concliude thas ?G&;fs Tirm capacivy

-
L 4

L.
v

s as-available payments, sheuld be based on
s

on Turbdine proxy, ;si:‘A:he cdﬁbas::on_turbine
dcpted previously in ‘“‘s dnc‘e‘oﬁ.

b3 - LT -u-

osed 2 shortage cost methodolory which
i -ﬁ ?DP&?'¢ ﬁethcdo;c:y, an annual’
lated using SOGLETs productien
The probab:l::y of neegdinz ca:aﬁ‘*v

- o

: . R p
TesSarye margLns 'rary he maximum

-.a-- L 1T -
1.0, and Zn suck yeaws QF
capacisy prices ’ ual to the fUll combusticn surbina.

52 ina.
n years when reserve margins are above target levels, the
Probasility of need Is lass than one and the full combustion
turbine capacity price Is adjusted downward ascordingly.

In Lts Drilel SDGEE claims  that certain oriticism
of PGE&R's T0 SOGEZ's methodolosy. . In-
4% uses more realisvl ‘_"pu'

S reserve margin forecast. TFor axample; fcorced

in the 2TOMOD "O"'“—
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© those experienc

P

orced ‘outage rates on mew units _f
”_ghe* *har_thcfe exver:enceﬁ oy o*“#* L*"‘

the ‘same .ype, to n*ovjde 2 cushi ; aga:ns
SDGLE assevts tha vLT nas ta? .' td'acccun‘ ““e _ﬂpact

°n o ‘Zore’
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4w e,
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L
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e adjusted downwa*d a.d ca“ “ever axceed s

vhe q Tt r:um‘
H— . - o .
or avera e com ust:o* “ur“:n nvel. ’ur:her, a :ncreas:ng

shqrtagn"cbs:“frénd u“rousn sHe' J“&“‘ can 'urder SDG&-'° “A“Zod
never bn"’o ’ow»d by any downwa*ﬁ““““ ’ vn“ oo thrs sit 't‘ n

Ya wes LTt s -
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SONGS 2 being fully availatle by the beg‘*“‘“c o'"“°“2“

L x "] V--_ CEY T rrr
It :s d:ff:cu’* 0 ova-ua :ne Arthﬁ- “o whien SDGic's

me.uod ffer* frem ’:aw"in da 2 ard me:hoﬂo.ogy b*caﬂfn S"‘G&-’e

shortage cost me ,”od was ch f' ) :en::y era“:“.d ‘u:‘ﬁg the

- v aa

Reasings. SIGAZ cha nged 2t methodology ate in the ‘sroceeding
after stalf nhad already unders Ts evaluation of SDGLZ's
capacity prices. SDG&Z Aid ne eguately substantlate Its

neyw method and the Znnus vEe The ALJ

-

ordered SDGEZ on Oetober 2 data o Ivs input

e -

assumpvions and ILts me ,“odo.osy With our de¢isilon in
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evidence in cases ‘nvolving compute- st mu_a ions. Sueh in’orma‘ion

was %o be provided %to staff and the <e Znergy ”ask ?o'ce duriz
the briefing schedule. EcVe#é-,'bc staf? and the 5%

te Energy _asz
Force indicate in *he‘*,br*e*s “hat hey nad still rot received sre

date at the time driefs were comple ed in mid-November. ‘
Because SDG&u s mevhodology appea*s <0 nave certa-n flaws
sizilar to those Zound in 2G&Z's zpproack and because SDG&E dié not
adequately substantiate i4s proposed :efinemﬂnt o¥ our adopted
shortage cos< o*ory, we will no% adop.:SDG&a 8 p:opqsa-,' ead
£ind <hat =he basic combustion turbine cost is an acequate proxy ’o"

shorsage costs and should be used for SDGEI's firsz capacity

payments. This uding is co1s~s*ﬂn*‘with,D.82—07-.Q3, with SDGEZ's

ag-availeble capacity srice, and witk our previous conclusions

relating o 2G&T's ITirz capac.*y p*icp As we *o*ed "ﬂ*“‘,case,p:‘
2G&Z's ze hodr ous. adontion Z hb bas [~ combus n surdin é shorsage

WL

CoST Proxy. Zor Zirm capac Y prices does not prec u;e ;ne;:uﬁﬁﬁé; _
consideration of zore precise sho agencos: zethodologies in Zuture
nearings. o I |

. ¢. Taison .

, dison s n-oposed refinenent of 4he combustion turhin

PrOXy -eprese“us e diZferent ue:nodo-cgy sken that proposed b7y PG&Z

nd SDG&E. Ravizer then adjusgting the conbusticn surbdl ne Proxy .o

reflect the results of computer_s.mu‘at: ns of likely future :qse;ve_
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nargine '?dison'p4b§oséd’f“a“fQ?‘céﬁéd 47 prices should ‘equal the
price of ‘wholesale zarkes capachby contracss ‘between 1982-and 1985 "

-~

and ‘ull combust*o* u-bine cos o3 *he*eaf*e’ 7 The wholesale

arket przce that adison p imaril ies-on Zor 1982-1985. Q%+ = . - -
capaci g prices s the eme*gency capac ¥y price-in the California
Power Pool’ Ag-eemen . Secondaril , Zdison’sitates that this:price-is

also éﬁpéa ed by the 1“d.iacm - Ca. Zornia-Department 02 Water .-

Resources Con ract and the" Prin ples“of"InterconnectediOpe:amiéns

for the Navajo and Pour Corners-Power Projects. Zdison contends <hay

its $24/xW/yr 1982-1085 capac-*y price  for QP8 is- quite  generous.”

Zéison points out that it would only-pay stuch a price Zor.exmergency

pu*chaaes under $%3° wholesale comtracts if 4%t were <o, take: emer gency :

power 'or +he entire 12 months of the. ‘gear..  In EBdison’s. view;-such-a- -
Teuns w*ngmmmw.T L SR T

: The- State --e*gy Task Porce  contends that the wholesaler - -

.con racts *'ha‘:, Bdicon rTelies upon Tor i4s. 1982-1985 QF capacity price
are comp ex ene“gy and capac ty exchange agreements” that. izvolve -

~ e

shared se*v*ces. Because it is a part of such ‘a package, the State -
Znergy .ask ?orge el 2ins *he eme-gency'vow - price cannot Leidsolated - -
and 1 sed by d*Son i* develop*ns s ‘ghorsage co8ts. T It 7 Lo

Com
' e e s

g}
3

7 The combustion turbine cos<s are based on the value oL defersi

a combustion turine over the lexn vh o the contract. This is a
alightly different app*oach Tor deriving <he levelized price Zor
difLeren contract veriods than that used by 2G&3. 2G&E apylies a
real economic carry:ng cha:ge %0 an a:nna”y ‘*'laf‘ng Turdine cost
and levelizes tThe r ving escalaviag uayne-. tream. 3oth

approaches shcu.d ’ead .o the zame result givez <the same aszudpti
and either is acceprtadble.

-95 < -
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‘The .Stave Inergy .Task Force's cleiz has merit. It is
quite possidle, Zor-example, that, within these ~eciprocal exchaﬁge
agreements, emeTrgency power servi ces_are.mutua =7 unde“p ced by ‘he

parties to thelagreement. . If trhis is so, %akin *he Cal orn*a Pove*’_;'

Pool Agreemert’ as an-example, then -a.QF which allows dd‘son <0 avoi d
& capacity purckase from PGEE wouldl Dde avpid Lg. ddison s capé&l‘y
purchese costs and PGEZ's cosvs-which.are not covered in the pu*chase
price. The fact: that: vhe price of emergency power. in.the, Cal Zornis
Power Fool bas not changed since 1964.despite infla

izfla on agd na. ower,

regerve margins-maxes this possidbility qui:e)p,aus‘b;e.n L
Zdison argues thaf it is necessary %o Zocus.on the
2 it'actually_avoidsgwhe.\*t~does.not;ma;¢.a»wgo esale
contract purcbase, not any addivional value of. %he se*v;ée s.zay.
not be reflected in the purchase price (or any- additiona. cos ha*
nay b%e. avoided by another usilisy »lsewhere)-vu_oweve . 4L we 'etu*n'
to the Califernia Power Fool example, &% can be geex “a* such &

Tocus may not yield accurate avoided coss ice signals. . : PG&a and

Zdison were. o base QF .capacity prices on 2 murual_y Lnde*p ced
reciprocal  exchange service, the adlitional costs that QFg actua’ly

LTI

avoid, dut are nov rellected in the price, wouLd . nevn- bgﬂ-nq,u@ed in

QP capacity prices of either utility. This possivility weakens the
validity of Edison’'s argumen<.

A second criticism of <he Bdison ne%thod is that the
wholesale coniract price is not necesgsarily 2 reasonadle proxy Zer
the utllity's marginal shortage cost. The exisvence 0f wholesale
contract capacity does not indicate whether or not she contrect
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capacity -ep~esen s *he ma.ginal fesou'ce.' I3 %he éé ntract-the most
expensive inc*ement o‘ capaci cy on uhe s&s ez (noze expensive *han '
ther capacity cout*acus or load ma“agement p'og*ans of other
resources)? Is the contract the resource thas would be” avol ded i’ Qe
power was acceptec? Iven within the 22rToW sphe“e o' w“olesa o
contract ts alone, i% is not clear that’ Pme*ge ey powe* contracts are
the type o‘ contrac%s *ha wou-d ve as SplaCﬂd by constant- purchaces”
Zira QP power. Unde- eme"ge cy power agreements, infrequent use
of the se*vice ‘s ﬁo*mal:y assuued by the seller. Congtant £irm
»urchasges migh* 1ead %o a di fferent ‘ype o wholesale ag*eenen* amd
price. 'mhe latter misht Be 2 bets “peasure of avoiled cost '

A clea- conc’us-on on he aceuracy of usizg who’esaﬁn‘
emergency coatracts as the ma*gina; s“ortago cos% p*oxy would require '
more evidence abou‘ all of Bdison s who le contracts,” conpany-i-‘

owned -esou~ces, and " oad manageme p“og"a_s.' We ‘are hampered 4

our analysis, as we we*é ‘n *4e'case o2 SDG&M, vy 2a4 sdn's”ﬁnadequate
02%ering of dava duri ng he p.oceeding. Por example, 4he State -
Bnergy Task Porce submitted to Zdison a data request on August 2T
asking Zdison for in.o*ma lon abou*~ﬂts capacitymnrice ne*hodology
based on wholesa e con acts. ”he -nfo-na 40n which was sougﬂ

-

included (1) the contrac l*ha‘ w..e used 50 se.***e S24/uW/yr Te82= -

1985 price and (2) othe- con acts 4hat ex buf “were not used *o -

set the Q“ capacity p ice. ”h‘ n’o-ma “13 exactly the” “yoe

requl ed %o asce'*a‘“'*“e va_‘d y “of she price calcnla fon and the- "

deg*ee to wh ch the concrac ts’ upon which thas’ ca_cu.ax‘on -13 based-
“eb*esen s vhe ma-g*nal -esou:ce .n .he con ex‘ o‘*a_’ suc% consracts.

R I




A.B2-0%-26 et al. ALJ/km

- Bdison.responded on Septezber 21" that "much of the
specific. informa lon. sougnt is p*op.i ta~y n natu*p" Du*ing |
subsequent heari ng da es, . howev.., it because appa*ent vha* the”
contracts in question are pudlic GQCumen*s led w‘*h *he :ede*aﬁ"
Energy Regulatory. Comnpssion.

JIn v‘ew o' the doubts cast on vhp wholesaln capacity

price -esulting from..he *eciproca_ exchange a angeme1 s upon whi cb'

it was based,.a“d;in'viewﬂo__ the £ adequate show‘ng dica ng‘that;'
the chosen contract price was an accurate reflectl ton o: zdL sbhﬁs -
actual avoided.shortage cost, we cannol adon Ed‘son s p*oposed o

methodology. . As»w# have done ;; ‘e, case o’ P6&E'e a“d SDGEE! s firm

and as-availzdle capacity price and 2éison’ s as—ava able capac
rice, we willvadop:;the capival cost. 0 the combustion 4 ine 23 2

\’ A-

-

reasonable p:oxy»:o~‘sho tage cos s for 2dL sen’s :::n capacity _
prices. This conclusion do#sh“o* udef*%e adop fon of a mo*e
precise shortage cqs;,ge odoﬂogjr’o~ "d‘so in _uvu*e hea mss and

does not preclude vhe usengf whol esa_e capac.*y Pr ces -n such 2’
zethodology .

3. Congclusions or Capacit ?rices

Inf..n.,az-qz,_-oﬂ we .concl uded shat: w» —a—ese:r *he‘gas

cons_suent wi h an. ene*gy paymeﬁ* based on ol ,o* (u_neo
page 3.) Ve reaffirm tzat cozclusi or. voday. In -ea::irm-ng s

conclusion we 4o no* pcs‘* **ar *he co bus tur is <ke nos*’“'

- -+ -

exact neasure of.avolled- sho Tage. cos.s., G‘VA* **e evfdence _n tzi

- -

proceeding-we essentially 'ace a. ch oice be*ween ‘“perfec* measures o-

f_.,,’

avoided shorvage cosvs: (1) *he wtilities shortage cost measur
whick have been inadeguately substazntiated and shown ©0 e biased
downwards in cersain respects and (2) +he comdustion turdine proxy
which is also an inexact measure and has beexz argueld to he hiased
‘upwards. Given this imperZect czoice and the wneertainty surrounding

-




.
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avoided shortage costs, we choose the combustion turbine alilernative
because it gives a stronger incentive to cogeneraiors and “sma; **“bow;;*“}
producers. This Is proper, we delleve, because these power sou'ces‘ '
bring w*th them many ~mpo Tany bene.*ts to rat epaye*s whi ch a*e
dif’icult %o quanti ty and no% capvured uhe avoided cos* L:,,,w,,‘
calcu_a*io - L _ T
.. We w*ll di*ectvuhe ut tiéﬁ 0 le as—available and fir
capac-*y pr‘ce schedules based on the capi tal cost o’ ‘the combus
tu:bzne,vus_ng the cogbus on *u-bine cos st aasunp*ions adop.ed |
earlier in tnis decision. We also coz clude,,par ne possidility of
develop_ng a mo"e "e’ited shor tage cos* e hodb’ogy wh‘qh aqggy;tu
Zor year= uo—yea* vari .ions in reserve ma"g-ns _s wo azp"4f g‘ |
Zurther. The tesue will be ratsed in 2G&E's and SDG&H s current rate
cases, aﬂd, ﬁ dd‘so* 'g 4 ve—yea- ’orecas* ene-gy price o"e*
(A. 82-04-46) Any revisions %o capacit ,,gbles,will be made
prospectively for nsew contracts. They ygil‘nqt 8Py Lo QFs wh fich
have already signed Zira capacity comtracts. — " -

wrr o . ' -~ PO

- P L
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Snergy Payments
A. General

""D‘82¥65?%09?3§%£é6”€h55'e ergy paymenvs should e dnr;ved
from a utzl_ty s shor,run ope*a ng cos.s,'*eflec 1ng .he vérzable }
¢ost of providing an add~ onal"un;t of’éleétr; tyz o caIcu*atzng
the energy prices, the intent of the dec*sion was :o captu*e as’ et

v ~

accurately anc t_mely as poss-ble *“e cu*re t marg al ere-gy ccs.s

ineurred by uhe utzlzvy.l (D. 82 01-‘03, page 37 )_‘ 'o deczs-on
stateg tha“ tha cur*edﬁjiﬂac zce was'to use <he pr. 1ous *h ee-moﬁ,h
0il cos® s and .dreca ed‘_nc.eme“ual heat -a,es. Ina ’ate_ dec on

(D. 82—11 087) _the Comm on ‘made a reviszon and adop,ed p*o-pec
fuel pr ces *n .he,even* Vha, gau was .re “a*g-na’ fuel -
”he pa""'e-r pE- he caze represent ng smaIl powe* p*oducers

generally were conce*ned by ,“P unpred c.abi vy of ¢ e ene*gy pr:ces

and by .he  *nab lz.y 0 ve**’ uhe ca culat-on .L bese numb
Various uugge ions were made *o p:qr de more cer ty, znc g
proposals to include forzulas for Pnergy ‘in the con,.acv, uo u B

average annual ineremental heat rates, to establish price floor
to levelizZe the exergy payments over %time., In general, the ut:i

have rejfected such proposals as beiag unworkable, overly bdurdeansonme
or unresponsive o changing condit:ions.

-
-~y .
-
-

L]
-vte

We resolve these conflicting coxnceras by ordering utilisties
0 provide as much certainsty 2as is possidle in their contracts aand
procedures without undermizing the basie concept of using the avoided
energy price applicable ¢o these sztandard offers. The risks QFe <ake
relating to energy prices in these offers are 20t unlikxe the risks xna
a competitive spot market. TFor example, small power producers take
the risk of changing utility fuel costs x1n future years as they
influerce the marginal energy rate. It 13 also coasistent for
izcremental heat rates 0 fluctuate since, in fact, thesse rat w22
vary depencing orn future supply azd demand conditioms in utilosty
operations.




»-'-'-

QDG&u a*gues vbat_the Comm*ss*on s p*og"am‘uo develop -ma
power productzon "s,g, can.ly rnduces he O"'s obligation to
compete -a an open and ’*ee maﬂke“ ’o*'t he sa’n o. Q"'geﬂe*ated _
power."” No< zng *ha*.v~he QF rece~ve, a paymeﬂt ror its power from a
regulated envz*onment *ns.ead o‘,aﬁ open ma*kﬂ*?; QDG&r. a*gues thav“
"{tlnis substant_a’ reductzon o’ *He ._34 iz a Q?'s operavzon,"

compared to an open market busizess operation, :5 an unpreqeqeq.eqf
preferential bemefit provided by the State of Califoraia %0 |
un*hgn-a.ed businesses ;". (B*~ef; page 3.) We dt§agrgq. As

deser b»d above, QF prices bekave s_m larly %o those iﬁ“;

supp y ‘market ,, and the p*zc*ng does c_eage'qén derablﬁ‘ s for
OFs, nov,un_zke thos ;';n a compe::t:vé market. In ’ac.;'ou* corce.ﬂ
is that, the adm*u-s. atively 0sgab;_s“éd'p'~éés 13 §h_s p"og*au 23y
create more *zsk< ’or dEs ,“an would opan ma"ke*"'”

meth odolog s, no* just ek angns in supp-y and cnmand cond;:;onq.
e with Oﬁs at“:hese ri sks should be R ga.ed whenever '
poss;ble.u_ ' )

One maja" adm_n,s srative risklzmglzéq_bj h p posed .

contracts is the pos ;l::y of'a"cha.ggf;; ;c g p oliey by 'u urg_
Commissions.. Spec~‘~ca-- , 2% :neucéntrgc S curr n:lf‘a*e written,
some 'uuu»o Comm_ss-e* cou’d orcer :.a a 1ew pr;c ég pol:cy be
adop,ed w;th pr;ces der;vnd 2% less than avo .cec cos ’ Wf co “o'
bel:eve °uch d_sc :;oa LS app*cpr*a'e.' Wh;le a u:u e Comm ss-on
may have the preroga* vnlvo -mplem»nu pre c-ng po : y ;hagggs
proSéective y ‘o" gew small power contrac.s OFs which have al eady
buzlt projects shou’d recerved pavmewts derived .rgg the r%_:: o
methodology *n_ex;suence wnea, he p-o ec*'was bui'tl Othe“w_se,ngar;
too much pr-ce‘udce ainty wi Pex_su. Aeco"d_“g_y, we will q*dgé
tha;”utalzt~e'd-nc~ud# a. p'ov-s_on im al t“e 3 s anda*d ow grqu

-

before us whieh azsu*es O s .ba* *bey w*l’ “ﬂcn-vn payme*"*"~

—

e P -~ e - -
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throughout <he l:fe of 2-1 pec;f:c prc‘ec. cerived from ;be
utili y s 'ul; shorurun avo_ded ene*gy costs, as approved by thi
Ccmmlsszon. The .S requ.rnmen* w.ll ensure aha*” ’ramewérk is’
establ*shed firm-y,_wlvb pr ces derzved ’rom a ut zl s 'ulI avc;ded
ccsts. S-nce these conuracts are vzewed as -easonable, per se, .he
utility's expenses fo* suc purchages can be assured (D 82-01-103,
page 2u) uuch a prov on doe* noet add *o u.;l*ty r szs as -
suggested by aﬁe ut;litzes. ) ' ‘ .
The second majo*'adm nzeer ét' :,' -:’o* 'mal’ powe;~‘
producers no“ presenul~n a compet*I-' ‘}. 2t Is the nodel used for
ca’cu’a.lrg *he avo ded cos paymen.; 2 .aos* kétsﬂzn wh;ch
buyers and sel ers ment at arm s length to es:ab sh pr-ceé C-.-.,'
the stocx market or 2 commcd ty ma*ke:), the pr_ce' est abl sbed 'of
sma pcwer produce*s a"e de vnd ’rom madqls in possesszon of he
1es 3s apprcv#d by uh..s Comm-ss_o;."NO“ su*pr :ngﬂyy-uhe _
poweﬂ'p*oducers are skep ca;'of vb...s ar rangemenv and would a"
w ,hese models to be morne éxp and undé;s,andab;e.” We |
. this concer.'_s si gnzf;'an.. We wil 1'*here.orn reqi:re '
chat utalities preseat, 1z cetail, the assumpiions bek:iad shear
energy pr ééxca’cula ions and .ha* 0?4 bave an qppo Ln""t
**:1cun the assump ons zn th u: ; vy mod-_;f” ' S

--r»»‘

To prov*de g auer ce*ia;n*y and c-ar y, qome O“s sugges.
that an energy pr ce"ormu-a be writ 1250 the oF con e do
not find such a 'apprpacn to ba ble. "hn' r c-ng formula is
H-ghly comp’ex an diqou; ';6” s ab y be nco*pc*a.ed. ~urthermo*e,“
while QFs shoqlgrugve the cer azn y vbaz their pr;ces %_l’lrnf’ec‘ |
thewut;i~t:és margzﬁa’ var ab’e cos.-, t e acvua’ modﬂl for
caleculating such costs may becoﬂe zore refzned in the futur
speexfic formula would p*ec’ude snch *e inements. By clear
establ_sh-ﬂg .;au prices should *e’lécv whe ut;l_” ias? shértrun

avoided cos.s n tbe cont ac, and by gs v*ng O:s an cpﬁortun .c )

e~ = T s

LR T

review and cozment on the utilities' calculet ions, we believe®

suffieient gerstainty Ls provaded 2as ©0 how these payments are o .
be derived.
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B. Determinat:on 0f Enengy Prrges - -7

“'While the policy to ‘establish prices from the utiliview
shortrun marginal operating ¢osts iz generally u:dér55ood§#theref'
reﬁéin"a“ddds*dé‘éSle debate on how to calculate those rates. The
utilit es"margznal operating ‘costs va-y almost cont inuously, -aad ‘a2t -

least at this **me the metering technology does zmot ex*St’tobsignalﬂ"
pr ces so frequenv_ ; 'Aé'a *esu_.; the average mergrnal ‘cost apply
for 2 pa*t_cu*ar ‘time period must be used. 'One--ssue-conce“ns now
’ong t“*s per:ods should be and uﬂde* what conditions the prices may”
ve adjus.ed the average marginal sates. A second major issue
conceras whether the methods used by weilicies for calewlatiag the
marginal operat*ng costs ao* part;cu ar period ‘are accurate.

‘ ?e’ged *a”y resolve thése Tssues Iz Lwo ways. ' Tisss, to
the ex,ent poss-bl this decisidﬁ"addresses the specific concerns
ra;sed bj tke parties Jéré*4ng-~ ’*hﬁ*ca*cﬁ“a Ton of ‘energy ‘prices.
Jowever, it is clear from’ this p*ocAﬂd'ﬂg chat mot all of the’
poten:ia’”*séués rela "53 ,o the caleulacion ©f ezmergy prices were
addressed. We expect that the parties wzil'éant-to*offérifur*her'
commen nd refinements ;:':be future.” ‘Therefore,; xn addision *o
resolv-ng'many specifi““issdés"heréﬁ we will orevide a procedure by -~
which QFs and other parties ca*'brdv:defcdmme'tQ”*:Ttb “future.” We
deo not prov ide this procedure as-a *orum S0 ‘relitigate ‘issues, bdus
allow new issues Lo subface: 'Small power producer sriéiag re:a:nﬁ'
an evo’;4*8ﬁa*y‘s€ag' and “we have 26-doudt that Issues will contiaue
to ar 'se abouv nWow prices- shou’d “be- e ablishéd*wi:h: ‘the -guidelines
es,ablz ned in'D.82-01-103. o SoTL DTt

K DA _Inc anental Heat-Rates ® - T S

One szgnificant 13STe-1n this case was how often 3 utility’s
incremental heat rates should de revised for determining prices %0
small power producers. - Iameremental” hezt rates,-which reflect the

ffzc-ency“w~.h~wh ek’ uz:l::zes5ca* durs fuelat-the: margin;~are™’

o L T LIRS E Lo e . PR e e w
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one component i1z the determination of the marginal .cost o.

——— it b o L o1 i ¢t e o e

electricity. -IHRs vary dependisg upon wha‘ b;ants are in operat ion
at any -particular. . tize. .

- P

» , Currently, _nc*emen.a_ heet rates are deceﬁm.ned o2 eni;;l -
in the utilities' general rate.cases, with heat rates varyizg by .-
tize of day- and..season. ”hese izcrexmental heat rates are usnd for “ 
determ;ninggzhe prices curing the two-year period after a rate cas#“:
1s completed, usiag .ué*iésgls wha ¢h are updated quarterly (for PGAE.
and SCE)_Q:‘:h:ee tizes a year (for SDG&‘).: :ﬂ agtual -ncremen.a* -
hea:‘ra;esucev;atef..pm the project eC .average “eat fa“ﬂ deve-op#d :ﬁ:
a rate case due to hydro conditiozns qr_;nyﬂo.hez.reason, this cnange

is not reflected 2z the quarterly prices Ce o

QFs gezerally favor usiag the avo-age an nual‘heat rate

approach -because 2t rov:des”:o._ prace stability. Administratively,
QFs also objeet that utilities may deviate frono .he avé*aée anzual 1
heat rate whezx i sults their izterests (e.g.,,whﬂﬁ hyare cond;t:o~¢‘
are favoradle .anc.the incremez al'hea: rates generate *e’a j _ow

prices).. PG&Z- suggests that average anﬂua ,ea ﬂrates be Lsed aow
tut -suggests .that projected actnal year.hea- rates (accoun“:z 'o"‘
hycéro conditions) . might.be desireble iz the 'L«h”“""o zore c"ose’j

-

reflect actual shortrun operating ¢costs.

-

3y separate petitions for zodilicatioz f:’ed °ep*»mb 1Q,ﬂ
.°82 .C¥A . and Imot ek,.-nc. asxed..he Commi :s_on to. c’ar"'_

D.82-01=-1023, 2nd fin¢ ¢ es‘shouldvuse average aanu
ineremental heat rates for avoicec costs, 2 de e-m_ﬁed
in the nost regent rase ¢as '-,-oners _argue thag ac ual year
heat rates ¢reate instability in QF prices and re unver*’*abl . We

- e

- A e v et P

wzll respend 0 this petrtion. ia this op:::on-;

e i i ——

-We-resolve-that,-for now, average year‘:ncrementalihea:
rates should be used in the.cetermization.of-avoided costs as.
deterpined-in the utilities’ rate cases. We have no pﬂoc~dure a‘

ize for verifyw.ng more Qurrent estimates, and we <o not
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thiak 1t 2ppropriate Lo adopt more frequeﬂt estimates withous giving
parties the opportuniiy to comment *ne meshodology. However, we -
conclude “thas abtth"'?ea*—;nc*emeatal heat rate caleulations would de
preferable because they more accurately reflect ‘2etual’ marginal - "
operating costs. ' QFs that are able 4o respond  to the higher price

signal in 2’ dry'yeary 'or—example, would Wave a g*eate* incentive %o
'prov~dn energy whez 1t is more needec. On the other hand,” small- """
hyc-o p*oducers‘whose"’uc.uat ons in electric’ supply parallel “hose

£ uty z.y hydro plamts are likely <o be overpazd uszzg-aver&gé~hydbo
years, as iz the currens method, since théj‘wou*h”bb”’ﬁké’y“&df -
sroduce relatively Trttle iz low %yd*o 'years (whez actual avoided
costs are relasively high) aad relatively zmore Ia high hydro yea
(when aetual avoided costs are 1a“~ve-y Tow). ol

 While we are-&doﬁtiﬂg”average'annualvheat”réfes‘now, we will

ask utilities by September 20, 1682 o make »roposals for 2 procedure
to use projected actual yea ”inc*ementa’ hWeat rates. The utilities -

thesr Troposals should ¢learly sef forth how they wztend %o -7~ 7
forecast hydro conditions which would then be used to forecast actual
year heat rates. The IZR forecasts probadly should be made iz the
spring fékn"ntb'ébcoun*-byc*o condisions.  We will not adopt any
proposal untrl parties have Nad an opportunity Lo review and ‘comment
on it., Usi I:tzes~shou-d«not deviate from the current two-year review
procedure unt: 1 -the devzation has been express ;y app*ovod by tha
Comprssiom. -~~~ T 7 e TLnrmn T e

) " Another 1ssue ratsed by sTaff was how To0 handle znew plaats

that come on lime which effect IERs. D.82-01-102 a%t page 21 states =
that IHERs determined 1n rate cases should 2ot 1aclude new power
plants because both the operating ‘dates 2ad operational -7 ¢
characteristics of newwp;ants are -generally unkmown. ”ownvnr;h'ho*’
2 new Tacility Degin -operation Setween cases, sta’s secommends tha
the TERS He revewed 12 ‘2n LCAC pﬂoceed_-g. Ve w:ZI”adbptfﬁbi§‘~‘”‘T
3uggest:on.:' T LT R .o LW LTt LTom e
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- 2oth. SDG&E and Edison argue that they. should zot. .fil .
an*emenual heat rate cata since sugh data are not explicit outpu.q.
of their mo¢els,‘;*he utilities useuprobablzstic nodels, which
predict the likelihood of' a .parti ulqr_plan:«be:ng_op line in any
particular hour, and;est;pa;efﬁne expectec avebagevelec~n,c_ty.pr_ce
based. on tkat model. AL some cost the Docels could be .adapted to.
procduce incremental heat. rates as outputs. We agree with szall powe*
producers that such inforzation would.be_va-qab-eﬁgq;4,nqqld,§e7,.
provicec. Current az¢ expected neat rate data would provide QOFs wit
the ability to deterrine nore realistically prices .in :uﬁgre“ _ _
periods. Such costs currently are iacluced as utility adzanisirative
expenses. Suck .accounting would appropriate in this case.

2. Marginal Fuel Costs

Many of Lhe pariies. were .congeraed witl vhe .ue’ cost
used .in determining the avoided energy cos:s,,WCopcgrns.ge.ewraﬁsed
whether forecasted fuel prices, prior period fuel .priges, or . ‘
retrospective prices spould be usec and how the determiration of
themargiznal fuel 2%t any particular time would De mnade. .. .. .

Currently, the energy prices are set by.uz;l;:;ev:a the
begzzoing of 2 quarter, and QFs can anticipate that paymenis will Dbe
based on those prices throughout the quarter, excep:~for SDGEE which
establishes. rates three times -2 year La ECAC. Adjustzents are 20T .
made at the end of the quarter to reflect actual conditions durisg.
that quarter. This procecdure gives QFs 2 clear aac¢ precdictable price
upon»whﬁchathey;can‘base operations for future periods,. but It als
results. in a2 relatively. less accurate cetermination cw-,he,sho;tzun_
operating <osts than if prices were established retrospectively with
fuller knowledge~o£;wnap,agvua-Ly;occurred,- Some suggestions were
made in -the proceeging that the prices be adjusted at the end of ¢
quarter to .reflect actual prices paird during tie guart er. for fuel.
Payments. %o QFs wquld,be‘re:roaczzvelywa@justedvatyt;qwenqﬁpf,:bg _
quarter to coimcicde with actual fuel prices paid during that quarter.
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. e R ‘lp
<hat otl should De presumed to e tne wneremental fuel on any
i " m . ) . T B
ca~_1t recresents 1045 of :ze eneration mix. Staff in
 Tepr °5 .

, ssue cene ;ud#s :ha“ Q” L5 not gebérgli' an
avoided fuel_at.th;s ,*me ard cha :*»,’Q%;o:l‘m:x assumpt:on
is ardbitrary. . o _

. It appea*s”:hat the gquestion of whether o*l or ga«‘
5

(l'

ha" Tary

guarzer d allcew :a 25 an opportuni
orolections. Fach quarter_:;¢ usilisles shou
' Yo

& -~ A o L3 .
infermation on th

el actual experience

Any d»c:s:on reached_by the Commission to mod

o
L
should provide g'iﬁance Tor Tuture guarters
v

. Muen tme was spen:,in,:ﬁis prpceeding e the Lssue 1
. o whether Z&isen avoided oil In the first guarter of ‘082 or | A
wnether :.ﬁ vrima*.‘.l avc dnd gas.  As -'.".;Of?.“‘;f or ‘:'::e‘pa*:"‘es po:’.n‘; ' .
ous, the resolution of Shis issue has Zmpl a*‘o“u for futuve.

guarters 2s well., Edison argues that whlle oll was burm a
. S

. L4 h.‘.._
dum‘un -
LI ) L AT
A
-

it was. o o‘_ma*g_“ < because_‘“ was

UU'

£ pasc year, “v.
. . ; : T T
durned ellther for testing oruuo,aro d un rl:f: ¢rharges in_

~ ‘ : , " T
Zdis *'s ;ong-term con::‘ac*e ) o

_EéZson's respense 23 ars':o,be'accurate. e conclude

that the basic conceptual Proviem 15 that the, o4l prices used

‘n the desemminesion of avo! d»d cos;s 2re'ba"eﬂ on long-ter:

centract prices and .uerefc~n may not reflect current fuel

markets. 'hen 2 utility avoilds surning oz, =% mé?.ncihbéi.

able %o avo:&,:h .ft;l _ong-ve.m cemtract price paid for it :
when L% must eisher sell the 0Ll on the SPOT markes 2%t 2 price

less than the contract price or refuse tTo <ake additional ol

Ioom LTs suppllier to centrol Lnventory ané pay underliflft charges.

I% appears to be reaszcmadle that the avolded ¢cost Theralore

should be based elther on the SROT market price or the long-Term
arice less the underliflt charge. The utilitles apparently .

- 108 -
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P -

imply -assumed th v;the_avo:dedecos:-of; L1l was less. than gas-
when underlifts are taken Iinto-account - and-therefore assumed. -
that thelr avolded fuel was natural gas, 5Given the.current..
01l ancigas: mix’ and the-current price relatlionships, such a.
simplilying-assumptlion- seems reagonadble. - - & .o
We cannot agree that oil should. “e dresumed to de.
the incremental fuel-when 2t 4s 10% of-the. daﬁly_use.;"Sucb
standard would he arbitrary.  We.are sympathetic.to-2 more-
detalled analysis of marginal oil use : roceadings ..
in the determination of - the marginal 5. -wne Lssue
whether oLl or gas is the marginal . piex and . will
depend upon specilic. circumstances. Thi 45 -that
we wernld expect t0 arise in future-procesdings tTo review.ih
utllities’s price offers, which we describe delow. - S
fnother Zssue-in the-proceeding Lg whether the fuel
used to warm-up facilities shoulc-De viewed as marginal anc
the avoided cost-payment.. We agree with stal? ‘
< of - warm: Lp~fue cannot be included-at this time
unclear that such fuel Ls avoided as 2 resull of
~from QFs. o
Another issue rela t:ns <0 ue’ COSTS L3~ whether
SNGET should use: 1ts G-Hl commodity rate Ior determining.the
avolded natural Sas cosvs Tor ITs slectiricity utility generatl

The gevall-and others recommend That the nigher GN-S.rate e

used, which Lis the rate established for pricing . .
SDGAZ's. gas- and electric debar:medvq.‘ The G=51 rate i3 the
general commodity rate which SDGER purchases all_ofJ::s.gazp~

Teguirenent

ements. ,
- Weconelude that stall's positicn s co.-.co- - Whex
the electric departament OF 3J0G4E purchases electricity 7T ™o 2
QF, ratepayers avoid electric producticon with costs der:ved
frex the (GXN-5 rate for the surposzes of calculating SIGAZ's
electric rates. 3y establizhing RF orices using the GNS

rate, ratepayers are InQifferent Detwesn purchases from QFs and

-
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- mae

utrl
laa]

o
¢ besge prices on the G-£1 »ate would result “n an wderdevel opment
of Q¥ »

Ty generatlon, conslisvent with avoided cost principles.
.

esources, leading to uneconomic use of matural gas in
utlility vollers. Tse of the G631 »ate would-aLSO-result::n“a:'"'
inconsistent pricing system hHetween QFs Zdison's. and SDGLZ's -
territory. Edison purchases: gas from ﬁou.“ﬁ*ﬂ Celifornia Gas -
Company at the GN-F rate. - T e

Utilities argue that fuel . is not avoided whem 4t i

T e W siead
T0 maintal .“sp:nn:n serves.. 2y delinition;

dalinis
’*'the evant fuel -durned In the fagllisy.
uwre periods, the avazl b:l::y
't:lity T avoid that fuel
rminavion of the marginal

a’econsrov sublect

e Involved eviewing The.
As CVA points ous ollars Znvolved
undoudbtedly grow In th

S

It is important that sl an under-

n Ln which parties can review and
therelore adept the following procedure, - -
the case of Z and Tdison, we will ordar the utiiis‘ac
file priges ergy payments one month drier o the
abter in whieh th enersy~pr-ces-apply. -nese prices ang a2 -
atled deseription of the aszumptions used o ferive thewm:
shou'd be filel with thne’ Comm_s fon. In addition, the uwsilizy
make available this Znformation to fntemestad parties
eview. In the avent sither stalff or the ‘nterasted
obJect to the a2 motion vo adfustt <Lt
the price mey be £ilad 1o the’ Cc:m_ss_on."“:n the motion,
the ,n‘cif:c conce*n” . ta‘ed'éhd a recommendad ragolution

e




A. 82-03=-2%, et al. Ao/ /vm/sm/Em

suggested, The Commiscsion w21l de cice what fu-.“ > act vo
take_depend:ng upon the nature of the motion.

bt

: . Zn vhe -aventv nd-action 2L % by the Commission By -
the Time a guarter beging, the uti s’ pr*ces will:-go into-
ffect. These prices may be adjusted upward and applied -
retrospectively in the event <The Commission -later veaches

a3 Cetermination that the prices posted were T00 lIow.  * owev.-,
no downward adjustments will be madeﬁ-e:rosaec::vely~vo-avo_d
ricing uncertainty ‘o> QFs. ke R
SDGAZ currently 2 ‘
times 2 year In FCAC ﬁrbc-ed:n ,.’
procedure.  Like Tdison and PG

assumptions used Iin der:v**g 455 numbers

We w¥pect utilities to forecast as accurately as
their actual marginal operating costs for future ¢

-nc‘"d_“ their expected fuel mix, and To :*ov-dﬂ'“'
it d pars . Ve exnec:w«haf as we

:ﬁ" £0 various :s&te ga--‘1~ orice in

oze Aescts 3327 0ver5'

fairly urde“s” neanle
and »outine, : ) e That napsies will cuessIon utiliss

[ - Vo N o W e iy W

determinations, and 2CT 0 meview them cﬂ“ﬂ'""“"”cwévéf5

Cem = Whan

we 4o not in:en ¢ rels e fssues in p“ocpod-ns a“»*

-— - Ve -

opreeesdiag. T - T T T ST e T

For this proéeduréV o 4% 45 “ncumbent upon uTilfties

o gy o

resent thefr fnfo  clearly and "*ders:ardably. Q7s

nma

aust be able to understand how j*’cde are Yel: ng determined %o
make intellfgent fnvestment decisions. We nxo-c* that wsilisses
w:lf:kenp”a”’ date welating %o Q"br:c~~ nell organized 4w a -

central place to-ne- ’t part:cs t0 v‘ew +the calculasionz. -

'D"llt‘ c‘

-~ -

A number of iss0es wepe Talised In %
rezarcing adjus vzents o ene:syﬁvrices for various
cons_dc:uzucse issuer Ln. This seciion.:

L ™
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Frolded Transmission andf_
- Distribution Costs -

Little or no evidlence was presented :n”t.:s'proce~d_“ '
demonsTtrating that QFs allow uvilIiIties oravo:d transmission and
AZstribution system costs. Therefore, 1one'are-;“cluded 1“'.he*?
avolded costfpaymen35~r:led by the utilities. We find thi

- ' W

s ‘approach
t0 be appropriateat this time. I B

X

2. Va._ablé*Operationsfand
Yalntenance Costs

There was general agreeme unav.va,'ab‘n Qperat
and maintvtenance costs should be Included Iin the avolded cost
cetermin t:cns.‘ owever, 2GZE. and S2GLI Include these costs . in
their energy payments while Edison~inCZudeS-then'w:Qh Zvs -capaciyy

Payment. For consistency, we will ordex that b

age ¢Osts be..
wncluced as part

eNnergy.. oaym nt. . I the regular price
the aHS"ﬂn _‘,_,ggzﬁ_, the dexlvation of variable
_“cluded‘“_‘:ﬁuﬁ -

ine loscses

. WA82—0;- 03 ordered applicants to "include

-

L LOSTS o
savings from Lline losses In the a***osateﬁ (Oréering Paragraphs - -
6(a) and. ECe)) The Commission created an exception that iin

Rkt d

~osses will be exan_“ indivi d ually for "profectsz one MW Or.-

larger developed at sites memove,.rom-lcad centers.”

d e

The necord in thils proceeding Indicates .“a‘ this

& ' U.¢-nt ’
issve inadegua tely studied Dy the utilitles *o Cetermine aap*qpr:a:e
- PGARTs study Coes not differentlate betwesn renote
tes and other QFs, while SDGEI. and Fdison have not undertaken

study at all.. In the absence o’ such 2 study, we will adopt
a loss facuorwof Z.0.t0o be apﬂ"ed D7 all utilitle

v-—-v—-e .'OI‘:’ _3-7_7 !
QFs at this time.  This olution essentlially assumes that

line losses are equal .o, ity planv losses,

waien seems
reason ab-e -aCf_“g hatt rmetion. Ve will also adopt

suggestion That 1 ah =shed” *o*‘***ee rolva
levels, - . i T R S T
Addiszonally, we will adopt the stafs position that

studles he pexformed Dy utilitiles to determin

the aggregate
dine losses of C¥s. PGAR chould repors on this sudbjecs

L LT L

c=-112-=
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2n 6 mon:hs;a;@ssncﬁ- and Zazson tn one year. o
| | The record.indicates that at this time aduuu.m nts
for line Losgses for remote si:es is bnjond ous curr nt capa

We wiAll-therefore su the use of _speciiic lzne.*osses for"“"

remote. s nel T y cer “ders:ood;‘ As pa
of The s7ug '. - ut , e Well ask for 23 ane
' Yoy s and how reflect 2 d:ffe*en*”
l Such -stud:es a‘e der o.“ed remote QS*W
21 line losses 2diu "
that. Individval f:ine,~
*oach-wou-, not com .Ji
;a::on of. iize los s#e wou,d”

l’ke J -npsu'h- ‘n "na

.- -

Agzregete

nsformer. Losses

":SSug w25 raised abous whett
tn ‘He 2vor d»d cost pé&*ﬁ

wid’ bn det erm:ned. The stall sugge : ‘apv*caria

; N p_ace :he mes e“ on :he uszl ‘de 0T Th

- b e

.ahl

bj auto ::caf"' 2ccounting for the ‘*aﬁu‘o"ﬂﬁ-

meter vead *ng. WA w:ll adon*“:h:s wacommendats

y ‘- Y - J
anz bl h she utilic y

PR

che Spill "aue

" Onea’ of The more complex issues re:a‘::.:*g Lo energy

":-efsards the periods in which 2 utllity may refuse o -~-

fécnIQ?s or offer lowar Prices <0 »eflect current

-
-t - m .
OnT T Yhe ‘uTLliTy system. - A Aescerided -earlier, price -

-t &

"_. ) ‘» ) ’_." PR
nave 2 metn“ on of the <t ﬁs.o*:er,
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45 establicsheld Tor elec::ic::y puschas es Ter a time perxi

based on projected ave égé “a“g“nai cosTs. The actu x
avo_ded co :s .ncur*bﬂ well va“y througﬁout +he ':-~-od va:'-“
around the avo*age es:ab""*éd. I

lishe

There are certa’rn conditZons in which the actual
avolded cos ts dev: te so significantly from the average ‘that
specs aI **ha ment =2y be wanwanted,  Tn narticnlat, D.82.01-103
found *ha* when the uts 4:y actually Zncurs ¢osts By purchasin

b rvom 2 0F (2 "negative avsided cost” con ‘*‘o“,, ‘the”

oo W ek -

utl ’:: should have the right < Ps. In D.22-04-
she fCommission ‘alzo comcluded < | 1125y must spill

waver over Its .Jd*oa’ﬂctr: ' ' a5 21 Order to surchase
rmom Q?ﬁ, 2 lower ~cpriate.- cisien-44d not,
howsver, permit ' wer price T v*abl:shed dur:n~ nexriods
when econemy ener i nosed or when 27oidad costs are
nomy purchases were S0 v avaraged

plied for the entire tine. per:pd;

. -

ower rates or eurs pid
crea:es,s:gﬁ:f:ca v conp::ca lons for
ovificazion *Acu‘remen:s and price

A,..a- b'ﬁa,h 'h'h‘a‘ ""‘A

et b - Uo- -
‘*e,:‘s -» jdﬁo eb . '!
should De. For thls reason we previ ouf’v dﬁc dﬁd o ez,

q/-.-

lower »ace d"~‘*~ pﬁ“‘ods , o

-

narr wly-define the perloc a“d <0 ine lude She »xanc ad »co* my

Veate . 4a

anergy auren2 = the average rate Lo :Pe nn::re,:er:od.. )
Wnav cision is gaineﬂ :: adn:nis:ra._ve wor&ab::::v

L N - -~

-;7;_“._;'_:.,.«-...*.;.‘ e et e S

weles tn Shis nroceeding -suggest a2iternatives
and ralinements $o This a2pprcach. Cextal

VA

limits on the number of hours +hzst they ¢can be curtallied or -~
offaread the lower nydwo spill rate. A number of proposals were

in OFs cuggest -fixed -
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Y Yt A d

made To limit the applicadility of curtallment and hydro spill

onéitions. Svaff proposed that 2 100hous 1imit be estadblished

i i aan W

Tor cu**a‘ ment and hyd“o ev:ll ccnd:::cns,'while:the =P

Sugges sed that 2 tosal of 200 ‘-;oure be appllec to both.  Sars

w -
suggested that £n the event ‘:he OF i3 required IO c--'**‘a ‘more

than ’OO'Hour« ‘: <t ould be va ‘o* ““n aﬁd‘**Oﬁa- “ou*e

Cem e e

hased ou a‘ ‘e woulﬁ “avo b*cduchd ‘* Avnu. cur:ailment ad“
not oee“"ﬁvok#d. Stars a“guns :h't ‘t ﬁS‘unli?o’y that' O“

»ould be cu**a:led -or"longer Thon -OO “o"~° in any -v-“v, and_‘

--A

the zdded , .g na @ *ax :“e :*ovisi o

worsh h: - les, & g ne a_, oo:o~° sucﬂ restr:c"od*'
n :he: rgu:ng That *ucn p*ov:s: nz wo".d be _“c01-

sisvent wIth D. 2-0 03 ard could .-“d ,o ove ~:aj Q

' ?rocedura J, we agree‘x LK the L“":t:es <,

~

‘ons on the = snes cu.“a"*nn“ d nyd“o

- B
LI T e

ioﬁs apoly woulﬂ we incensistent wish D.22-015103
< Those Cecisions atitemnt To _Very narmow.y

oncitions, in xh:ch”e:ther-:e_“ coulc he appllied Iin
duce cher: NSy ’o* 0“5.,.:oxever, lacxing any-
2y bas‘ _neither.p ac#ﬁ —Zmivs oz the applicatl

- - sk W A el V-.... U- In., e
&
pr ovisions.,

o e -~

fhile we._are syr:a:het:c of.:ne ¢oncems .O“r That

*“ey,mus:,-*derstard x:a* the ou*a_d iimit.of :he"a:: cat:o*

E A

OF Chese p*ov-s_o cou.d Se, we nave no evident :afy ba-‘* <

-.la.d

ermine. wshat that 1ome > .;..ould b‘e_.N We wili, !

d‘nc 0 astimara ‘-'hg. & oy s

4--.1 -uv—u- - v.‘.., (Y Y S -

and c"**_ *men: con :t: .s -

S ;n o*de* <o ::-ovid6 Q“e witﬁ
T Cnoo those-provisions-being
e suebmivttead To The lommission
3 menshs. Based-on these studies,’
SmOdLfy DI82-01-103 o esTadliza
ac‘* for the —aflsal To durchase a2néd 'the

R




. Dt 2y O“* be{
s'“o sertods. o'_mA
. \ es 2 SOC-HOL“ annual
limis. V‘Lle Ne'wéicomélﬂﬂ'," o _‘ an o’:er_“e ng
avaZlable as an option,

economy_ene gy

n, the of e: i s ou.s‘de °h ,uconn_

of these comn"a ce p*oceed:ng ,The stan and offer shou.d be

the negat Zve avoided coss and hjd*o up"* condselons .

—e - - W o
) the, oris-ﬂal dﬂcis:ono.A e w:Zl riew .He 500~ ou“
rtallment oro :s: n option as 2 ;ons:anda-d constracs 'o* ﬁow ,

L

necause we have not reviewed the cesalls of now whn cur:ailmeﬁ*

srovisions would work or hcw_uhej wou’d affec“ :h m ~g,na’

-U

energy pr‘ es, Ve eupno*‘ the corn Cﬁp S, beca“* it wou.d p*ov e

greater pr -“g o*ﬂc:sion,Aa“d on"mic grea,h*_ﬂcoaaﬂj ener -

nu*cdase o o . o o

2. Imolicavions of Curtailment on Tiym Canacity-Payvments.

- b

i Zssue arose on How GL a"* nt provisions relate

the rimm Capacity'prov:s:on we' con ﬂ"ani.” . should”
rasumed To be available during cuwrsailimens ama@

b LR Y

- Iz V

eligihle for any oupu: Days ”,s (nv_“ 15 mot actua Iy

“sinbe :he QFs ar “nz curtailed by the utilistiles

h-v LR T R N TR ]
rore’ 2dopt the stalff's sugges::o that the codtrac:s
¢ to rerlhc* these co‘clus'ons. ;“_s *esc_"“ '

e

camporss wish D.82-01-103 at vage I, whi st°'es That Q

- o v e

signing fivm capacity con:racvs ,”ould ve' o ’c* capac‘*-
during timé%‘ & non-purc a*e. :

3. n:#rnal Jse of nnert' Turinz £

-k

Certain partlies suggest that cogen 1 facllic
operaving wider simultaneous-ptrehase and salercontracts dbe -

ed TO use energy- internally-in-the evens ofF curtalilment.

rehis proposal.  As stalfl points out, curraliment Is ...

oceur in perlods 0F extremely low. demand,-and any. .
further reduction in demand caused by internal use of electricity

- - -

~ 116~
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would Likely reduce the wvalue of. eurtallment. and e.costl:
for the UTility.- If a2 QF agrees to sell 2ll of Iits outpucT
under~simultaneous purchase and sale, the output should e =
Jeet . so curtallment as for any other QF..- s T

4, Notice ?ecuirereﬁcs

’n o*d»*_*o assist Q? p .“-“g, longer not .
reme:ts_fgb‘c"**a ent wére suggested. D,Bg-q+f193~"
1zshed notice ~L_de,-ue :We‘da'noé ses any Teason O

nem here. OF nould give, as much

s sh
: N ,
s possible of ‘ ‘ _’.n PR

cors-and.

stions are clearly ousst
The lewvelized payment
adéressed and refected in 3.82-0_-_07 (Pages
floer con cep was nov

ome Doint U

encouragse UTLill neonst aces
Tloors or levelized payments LI Qfs are :nte*euved.
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Turther Modirs tions .0f Contraces

™is decision L5 the fiw
We will 4ssue later’
raised 4n ohi

this proceeding .which nay
cati

O ‘\:.tese CO.. V:‘ac Uu.
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"-'hp

o e
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the opport
final ccn:rac:.
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switeh
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Pindings of Pact - - - T o LTI

1. The California Public Utilitiés Commission hes’a’continuing
{nterest im p'omoting the development o‘-cogene-ation -and - small power”. T.C
product‘on zacilities. : o . oI

‘2. 3By D. 82-01-103 in'Order I ti4uting Bulemaking- (0;2) 2,
each electric u*ility was *equired within 45 days of the effective .
date of tha%t order 4o Zile standard 02%ers 4o be made tol gquali ying
facilities Jor (a) as-availabl-'e*e-gy and cepacity based on a shori—
run avoided cos* me*hodo’ogy, (%) Ziran capacity »ased om a- short-run

a"gin¢l cost methodology, and (c} e*e*gy and caaac.*y p*ov‘ded.by
Q®s belo nOO XW 4 s‘ze. - : - T

3;"The ofZers *equ ed b7 D.82-017=103 were included £n trhe .

applica{_ona which are “he subject 02 4h¥s order. -

4. Svidentiary Mearings were held with Tespecy 10 A-82h03—25
(PG&E), A.82-03=-37 (Bdison), and A.82-03=T8 (SDG&E) %o determine each -
of these utilitfes' compliance with +the reguirements of D.82-03-10%
.a.nd other related orders-im OIR 2; +ze reasonadleness .of provizions -
included in <he ut 1 ties’ o%Zers, but Mot specifically addressed in

e s o

+he QIR 2 dec*s ons, ‘and *he ’ac.ua. bases ' Lor the nr:ces contal ed‘
in each 0f ‘the s+andard o0fers. ’ TTIn LI timLTLnUT

S. Consideration 02 issues recited “in Pinding 4 -above: Lor. -
A.82~03-62 (Sierra Pacific Power Company), A.82-03=67 (PaciZic Power
& Ligh% Compény)“énd4i382-04-2"(C°~T “onal Corporation)-have deen:
deZerred uztil éﬁ ‘resolution o’ A- 82-03-26 AL 82-03-37, and -
A. 82—03—78. : S T
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6. An additional issue properly addressed during the .

evidentiary hearing was the appropriate methodology ’or.def@bii“‘ng“"”’““

capacity costs, based on.tze.shortage cost. concept,. unde. tility k3
Zirm capacity standard offer. Revisions ¢f <he nme hodo ogy ‘o.
calculating & utility's-as—aveilable capacity payment_ is *ese-ved ‘b-
the utility's general rate case as specified in D. 82-04—071..

T.-.For a decision 10 be issued in this proceedizng prior *o the
end of 1982, only certain issues raised during the hearings and iz
briefs can de addressed.. . The remainiz ;-ssuna which are no% eso’vnd
by this order will be considered as early as possible .n 1083

8. mhe issues chosen for consideration in vh.S orde-n*e-ating B
To the utilities' capacity and energy paymezts w‘ll p-ov‘dP Qs w‘*h
ilen

sufli options vo make the econonic decisions necessa-z‘,o*

deterzining the zmerits of proceeding with or contiau ng.a~pa~*icu.a'
pProject. ‘

. - — o
e .

- | -

9. .Payments for as-availadble capaciiy ﬁoﬂgg;,;gﬁlgc@.anz_valué,

Jor convract leangtk, o*‘ce,a*e*nina*ion o~rsanc*‘ogs,rs;nqe,such
provisions are not -parv oL an as-available offer. )

10. Pirm capacity is viewed as an increase in, heﬁuti--
supply of electricity with ¢corr sponding periormance s*anda-ds,._
termination provisions, aad sancitions. y : . '

r1.w D.82-01-103 requires that (a)tfirm capac 7 paynen i
reflect availabil qy\du:ing;sys,en;peaz-periqdqﬂfnc’"d‘ng suc“_,,
Tactors as dispateRadbility; reliabilivy; contract -durati om, . ...

- e

ternination, and sanctions; scheduling of outages; and aval ilal 12397
during emergencies; (%) <he wvalue 0f each of +these factors are %o be
caleulated based on standards comparadle Yo yperformance standards vthe
usility would impose on its own plants; (e¢) +the suxm of each 0F these
Zactors are %o bYe included in the resuliing capacity value; (&) a Q@
that exceeds operasing standards normally expected of utilisy pl

i3 40 be adle %0 earn a higher capacity payzent; and (e) when
Tesource limitations exist to reliable operations, plant capacit
factor may he 2 better xeasure 02 reliable operation than
availability.

»
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12. ZEach of the utilities “proposed 2 ‘different approachito’
performance s andards fin their “irm capac <7 s4endard -offers.

1%. Three general “ypes of performance” standards have been :
proposed in the ut‘l; les' £ilings=-—the 2irst hased on a level o2~
peak period availability (PG&E's Option 1), “he second besed op 2 -
level of peaX period Sutput (PGEE s Option 2, SDG&E"s Op¥ion 2, and
Zdisorn's single -option), -and the. third requiring only 2 certain -
contract duratior with nospecific requirement "for peak period output
or availability (SDG&2's Option ). ™0 =~ .° oo L lclraooes-

14. 2G&='s Option 1 ava*’ 1lity standa-d *equ reg *he Q?‘ be

certain level of peax per od reliability. The“ob*fbnfhiéoﬁinp0563~-?V”
teraination prov s‘ons *o* 10 pe Zormance and 2 ows Zor schedu_ed
main enance. EE ] - - - Y. .o M e e T '.-.': . Com

15:‘ As _odified he*etn,-PG&a s Op fom T is *easonabIb ‘and £a
compliance with D.82-01-10%. ~ ~ =77 "t .o oo ostns ‘

.6.) ?G&H g Op*ion 2 output standard easures reliable operation

during pea& pe {0ds and’ eme*genc*es and, Iikxe Option 1, Zimposes

teraination p*ovzs_ons 'o* nonperfornance ‘with an~a;lowance«rdr
scheduled maintenance. “w‘~-‘“ S . L

17. As modified nerein;’ ’G&d s Opsion 2 -is reasonable and in
compliance with D.82-01-103. = 7 1o TEmT T rTLe m I

18. 'An 80% summer ‘peax hour av £12bilivy or output ‘requirement . .
under PG&E'éfoﬁﬁibnéﬁTfaﬁdfzfiS“réasonab;e-and,fwithtPG&Efs revised:
reduetion of paynents p*ov iozms, is a sufliclently flexible nmeasure -

of QF performamce: ~ T -+ T TUooLmri o donon T

19. SDG&ET's Option~™2;"an output~based perZorzance offer,
requires orly a 50% level of output during all peak and. semi-pesik '
bours. This svandard of;pgr:qrmancefis~noticommezsu‘a ve- w‘th‘.he
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utility plant-avoided. by-QF.purchases,.whick plant would.have a -
higher level of peak period. availability than 50%. Additionally;
termination provisions are. not ;,npoggdAfo;.fg+;u,¢*.o mee? *h,g
standard.. - - - .. . . oo . ~~,;,;<' '
20.. SDG&Z's Opvion 2 Is not in compliance ‘wh D,82fp1-103
21. ZEdison"s output-basged. .per o*mance-s.anda.d Lalls <o '6cus
on peak-period~ava"abiﬂity,rwith~a»50%-pe. o*mancewleve¢ which:.
o0 1
requireme“v hich is too st ingnn* a“d n_aces %00 mnch emnhas.s on
one aspect of peak -period avaliladility. . TR

~ A a am

22. Zdison's output based perlorzance s.auda:A_‘s 20t in.
compliance with D.82-01-103.- o )
23. SDG&E's Option -1, whichk ne:ely *equi:es 8. contrac*
commitaent for a specified period with no peax per od avail ili*y o—
output requirement, falls vo rellect the perlormance St ggda.ds zor .
2irm capacity offers required dy D.82-01-103 and _g_gqfwaﬁ:qp -”'.3qf_vv
purchase Tirm capaciiy as defined By +that order. .. -.- e - .
24. BSDG&E's Option-t is . mot -in comp;ia.ce wzt D. 82-01-103.
25. ‘It is necessary Tor . the utilities -to.refile theli: -3.a_da.d,-
022ers for 2irm capacity to conform *o D.82-01-103. P
26. To comply with D.82-01-103, all utilities zust "le
standard offers with payments options dased on-doth 2a:QF's. . o
availability -and energy-production. 2G&2E's Optioms.i and 2 grvgias'
basic. models for-such: opvtions, as nodified consisten ,:;;,,
decisiom. - 1 oo oy

27. To achleve ove*a_l compliance with D.82-01-103. and. tkis.
order, the following priznciples should be incorporated in-any-
tility's Zirm-capacity standard offer:- - .. - . - -
% > Tl ST
“8. Dispatcrhability must be defined %0 .-
5ivp 2 utility the right <o reguire
only inc¢reases, no%t decreases, in a
Q?'s operation. Any o<her

. e . e e '-—.
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definition pernits unwarranted and
unresorable Interference with-a
QF's operations. - Dispateha%ilisty -
need not ve limited %o on-and
nilpeak periods and emergencies 2
an approach like that uged in-
PG&Z'3 QOption 1 L3 adopted.

Zach payment option nust provide
for payments in excess of a
utility's capacity costs Zor QFs
wvhogse performance exceeds <hat of
the wtility's plants.  To receive
the higher payment, <he Q*'s:
performance aust consistensly
exceed <he znininum level 02
avallability of <The peakizg wnit
used as a Proxy +vo-calculate %she
utility's shortage costs. A peak
period availability or capacist
factor in excess of 85% isa .
reasonabdble performance standard %o
require of QPs entitled 4o capacis
payzents in excess of 100% o2 +he
shortage cos%t proxy. .Az 80%
reliability facetor is reasoznable
Zor offers based .on 100% of a
utility's capacity costs. For an
avalilability option which perni<s
“he higher payzent, a nmore ceriaia
aneasure of the QF's dispatchabiliy
is required vhan presently provided
in PG&Z's Op~vion 1 in . order %o ..
deterxine whether .and at what level
the QF actually exceeds.the utilis
Plant's operation. e -
2G&3's propoesel Witk respect 40 the
vreavment 0L samall hydro QFs whose -
payments are b%sei on <he Tive dry -
jear average, but are -experiencing
a "drier” ?33: “han that?gverage?g
i3 reasonadle and skould he aldopied
Zor all utilities with one
zodification. I+ L3 reasonabhle =0
permit hydro QFs to de-paid durixz
4he "drier". year Zor the .amount oL




capacivy, if eay, actually | - ,
delivered %o <the utili+y. Capacity
payzents should Tesune at %

contract price when 27dro L
conditions onge aga_n reach the - -
level used %o determine *he

capac vy rating. ,

Zsgential elements -of a-screduled
zaintenance gtandard are 2 -
reaaonable allotnent of deys for -
both rouiine -maintenznce and ‘malor
overhauls, suflicient notice %o aid
wvilivy systen plenzing, and
appropriate %izizng To avoid p riods
e g*ea‘ﬂs* demand on <he u, ivy
sys:em. The screduled maizsenance.
allowance should Ye unifc*n -o* 21l
"*ilities and s*cu;d include all of
ebe elezents and requirezents

Listed in tne 4i scuss.on o
sc*edu’ed ma-nte“ance -n uh
decision. ..

PG&I's revised app-oach ’o* _
reducing payzents under either its
avails bility o euergy outres
payment op ons Zor nonperforzance
is *easo and s“ou & be adopsed
in all ility gtandard offers for
Iirm cepacity. This modified
eparoach pe*nits_paymen:s Zor
capacity acvually delivereld durin
a2 '9-zonth provationary period with
The povential of tne original
payzent level deing reinssated or
<he Q?'s capacity derated az =k
ené of e period. devendiﬁg o 2
QF's pe rmance during she peak
aonsrs. The diZference betwee: the
consract capaci:y¢and .hn reduced
capacity is app*cp*- ely 3ub*»c*

%0 convrace e"‘m-.. ':f- =z
provisions. For <he -capaci *y
actually delive*ed du:*ng The ‘
probasionary period, an -allowance -

» credit for Zor ced outages -at lze
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level” therwise "gpecified fn-the
‘wtility’'s. standard offer-should be-.
included. XNo res oac ive pay“@n*
is” necessary. o

28. Yo p*ovzs*on _3‘*equired in a firm capacity standard of
0 permi* as—available capacity payyments du*ing 2  start~up pe-iod-’ A
QF seeking as-avaﬁlable capac y paymkn*s du*‘ng- ‘the- pe:iod belfore %

fitm_capac ty ope*a ons commonce was .he op ion o’ A gning a-short-
tera éSQava‘lab e capac y consrack. T - VIO T oLmoomtoToee

29. Zach of the’ ut;lities n*oper-y responded o D. ,82-01-103" by =
including e-m-nation p*ov s_o 4n their “rn capac 47 standard -

- P

ofters. AL R :

30- ”hefutfli ies’ termin *‘o*‘b*bv*s‘dns‘mus*lﬁei-easonable; oL
31. Termination provisions szould encou*age QFs: 4o PulLLll their

contractual obl gat‘o s, provide reasonable certainty of the'ri:it
conseqne ces,o- rm;na fon, and make +the ~til£ty and I "a.epaye~~'

whole. ST . G LT T e e e

32. There s no Teasds Zor termimation rdviéfbnsﬁtbfbé*ii--ﬂ*

greatly between u l;ti wit respect $0 the dasie *equf*emen*s of .
such provisions.’ T I S S oo '

33. Liguifat ed dauage el aﬁseéﬁ which limit damsges-%0'%the -
amounts or ’c*mula p*esc bed n the clause an 7p*ov£&e?a varty wita
advance zn ow’edge o w the danage 2o “erzinasion will-De = 7T
caler -ated are degirable and reasonabdle for inclusion in every
utility's sva“da*d o<ler Lo Zirn capacity.

34. It is reasozadle Zof the ‘liguidated damage clause to cover
relzbursezent of unearned capacity peyzents. The-util ties' “methods.
for calcula *his re.mbu*seme 2% are-reasopable, with the exception
ot the need ’or a'uni'ovm *nposition 0% ané s.a“da*d Zor interest s
e cna,gﬂd on‘**h amoun e'unded. o T




35. The published Federal Reserve Board three xonvths Prize
Commercial Paper rate (plus 50 points. £o~ S2G&E) is cur en%ly used 40
calculate interes”t on the ut ilities' various accounts and
reasonable rate to epply to. the repayments regqul ed of a Q: .
whichterninates. its firz capaci v7.contract with p-escribed nc ce. )

~56.~ I%-4is reasonadble for The. utilities _ﬁc’ude :iqu da.ed
damage; clauges To.cover. the *eplacemenv cos s associa ed w h Q&
teraination and %0 provide a reduet! lon. or elim nasioen of *hosn damages
for a QP-which_ gives the prescridved advarce not ce of its *e*m tion.

37. Zach utility's.stagia:d cffer Zor 2 rm capac-*y zus*
distinguish between those QF's terzinart
which :ey”écemeﬁ* damages are eliminated, and Shose whi ¢z, 4o nov

38. _ The specific notice required Zor teraination s“cu’d depe“d
on the amount Of capacity dbeling .e*minarod ana zay be utili*y— o
specific. The proposals of SDGEE and 2G&Z are -easonab es; Hd son
should be reguired 1o presesibe 2 table si zilar %o hose P oposed by

?G&Z and 3DG&Z verying the lengi: of notice according v vhejamount of

- . -

capeciny -veing termizated. .. o e
3G, Por QFs terminating without prescrided zotice, it ié

reasonable for all of the utilitlies Vo alop? 2G&E's app"oach %0

calculating-the damages vo de 2dded %o “oe ~e’u“d of ove-naynents,,

with one modification. The adopted da~age ’o*nu 2 s“o"’d reflect the

sime needed, ag-reflected in.the notice tadle 0 *ep-ace ,he -os*" |
capacisy. L e -

-~ -

-~ - -

+40. The utilities' caleulation.of damages . can properl '~e:»* o
Zuture -capacity prices..

41, - Any reguirement. < y.aVQF p'ov‘de ev*dench of i*s ab‘l ftg_

zaxe potential terzination paymen._ ~8 durdez some ané unreasonab’e.hn

42. It is reasonadle for each Lt‘l 7S, firm capacity standafd
offer %0 include exazples of the operati o*'o' {tg termination )
provisions.

-

sing with prescrided not ce, Zor
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. 43 A reduct on in- cape.c;‘."':r shou;d ‘ot result in’ e’ ‘complete
termi nation o. an ag*eemen “‘however "*he verm'nation provigions can
be apriied to the amoun+ being Teduced. L o

44. D 82-01-103 ¢learly prov~des 2or a limitation of one year VO .
converszons om the’ simu_taneous purchase and sale 0L energy- to the’
sale of su'plus only ‘and for- the “application o2 termination p-ovisions
to QFs which undertake such a conversion. LTIl Lo

45. I%is *easonable £or a u._li*y <0 provide thata QR which
undertakes the converston refer red to a1 7T inding 44 adbove be- sub*ec.
to termization provisions only Zor the amount'bj'which “he contract
capacity {s reduced. This app*oach complies with D.82~01~70% and the
applicasion of *e*n‘na‘ion provisions o capac‘*y5redﬁé$ion3;?-2tf'
should be used by each of the uti lities. S -

46. “d‘son s _nC“us.o“ 0f a notice requirement Zor the: 1.
termination o' an as-ava lahle capacity ‘contract is unreasornable, is
in conflict with D. 82-01-103, and should he deleved. -That .decisfon

.specifi ally s a‘ces‘ hat termination provisions are not appropriate
2or o0ffers %o pu-chace as—ava Tavle power. - T Tt

47: Por the standard 0%fers that are <he sudject of these:
conpliance nearings, o 82—01-103 -equi es that avoided costs Ye .~
defined acco"d ng to avo ded shors—=un marginal costs. One’
compone 02 ‘this definition, avo‘ded shortage - cosss, shou’d be vhe
vasis fb: £i-2 and-as-availadble capacity peyments.’ - - i

48. Ia D. 82-01-.03 and D.82-04-071 <he Commission adop*ed o-CR
capiéél costs o, a combus<ion 4<urbize -as a proxy for shortage costis.

49. " D.82-04-071 3pecified 4hnat as-availabdle capacity: paymeats:
are <o be based on the full cost-of the combustion durbineand that:
any refinements of this Proxy %ou d only be const de*ed in' future . .
Sene*a_ Tate cases. 'ﬁ‘“f'fi - TR

o PR,
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50. Pursuant to an ALJ ruling, the utilities, were a’lowed .
introduce into these compliance heari: methodo;og_es wh ch adjus*
the frll comduwstion +turbine shortage cos* PrOXY. ’or_:;:m capac
payments. - .. e ) . A

51. Combustion %furbine costs va:yu ron one uzility_to ano he._m_

[ T ™

- B -~ - =
- . *

P R

because of different £ nancing.coa s,ﬁenvi*onmental *equi*emen*s, and .
locational factors. '

52.. ‘I% is not reasonadble ’o* es,.zates o’ éombusticn u*b 'lf

¢costs calculated at .a given.t,gej.q vary Znom ome ut *y vd ano®

on the-baéis,of ggne:gl,ecdnqn1c iﬁd£éeé. _ T o e
5%. Zdison's combus*} turbine capi sal ¢oStﬁésﬁii#€e 0% $415/¥W

for a January. 1, 1982 plant or lime date is .eaééiable;;f:" L
54. Staff's 23-year plant ecoznouic Life for the ddison

combustion turdine estimate is reasonable and corsisgtent .with D. 93887-
55. The escalation and.discount . rates used by s 222 ‘o* *he

Tdison combustion -turbine cost. estimate are ;eaooughfe_gor. “be

purposes of -maxing-that-estizate. R |

56. Combustion turbine fuel -:ven"o"y co s wﬁ. 1,,esca...a.e over ®
the life of the plant anc, Jor the pu*:osesuof th Edi son combus on |

turbine cost estimate, 50% of.<he staf? ol .escala on.ra:e -s a
reagonable figure %0 use for ’ue_;invento:y.eecg_a on.

57. Zdison's fixed administrative 2zd gnne*a. cos*s assunp._on
reasonavle for purpose3~o£rca_c"’ aviag ivs gq;bustion.vu*b 2e cos
egtimate. .- - -

- - -

58. The-increased systen margi ope*ating cosus -esuﬁti 'fromﬂ
the oﬁe-a**onﬁo'Mthe-combustio“,tu:b:ne_a:e zoTe accuravely T f”ec%ed
in avoided energy coOsts-rather. than.avoided. capacity coy.s.__ . 1

59. SDG&E's- 1982 combustion turdine. capita_ cost estimate o’
$400/¥W is reasonadle Zor the purposes oz Q& pricing. , .

60. The SDG&E fncremental cost of capital fLor The pu*posaa oL
combustion turbine cost estimation is 15.5%.

- e -
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61. Accu-a e combustion .i*b'ne'cos +3 2or SDGET include Zixed
adml n‘st*a ive and gene*al costs and stafZ’s p-Oposed escalation rates.

62. S4aZ® and SDG&E are <n ag‘eeme oz -ue ‘taventory costs,
Zixed O&M costs, and n*an* econonic liZe assump fons- Lor’ combustion»*
turbine cos*t estimation.  These assumptions are reasoneble. o

63. The staff's 1982 generic combusiion turbine capital cost of
$450/EW is reasonadle Zor the pu*poses 0 PG&E's QF pricing.

64. The escala*ion rates used by sta22 for the Zdison and SDGEE
combust vu*b‘.ne cos 'es imation are also aceurate Taltes for PGEE's
combus on tu*b e cos,s. EE -

65. A 15.5% incremental cost o capital is Treaséﬁab’é'
assumption ‘o* combustion .L*b ne cost estimallo

66. An accu*ate GET combus ‘or <urbine cost will incltaé a fuel
inventory cost commensurate wish that found reagoneble Zor Bdison. i

67." Plant eccnon ¢ ,ife, Zixed operation and maintenance ¢o0sis,
and fixed admfnistrative -and general cost assumptions adopted Zor:::
combustion turbine cost estimatiod in D.9388T are ‘regsonadle. for the -
purposes oF thq_pombusti n surdine cost estimation used Lo ?G&H-S-Q°

R -

pricing.llf‘”“"' SO

o e

68. ‘?G&Efﬁ;d:OSéé'éo*édjus* +he combustion “urbize sHortage ¢osy
proxy used o cal cu.a*e fifm;dapqc**y'p-*cés <0 refle ct yea*—*o—yna* )
variat onsp,n *ese-vo zargin s,"ﬁsi ’G&u s -ne*gy ? £aBL1isy *dex
("R-) De< OC’.O ogy- [ e am e e

. 69. he “R- net20d0logy is an iznovative anv*oach %0 measu**ngf

sho#tgge costs; B - A

70. The ZP'fméthodolcgyfistcoicepttally awed and biaged .
downwa.d beca&se it only allows Zor downward, az ¢ not upward,
adjust ments _n the annual s“o-tagﬂ cos* p*oxy. ' BRI
LA p-ec‘se shor age cost methodo OET will allow for upward:
adiustments iz the equilidrium shor Tage cost when 2088 °f Toad -
probab‘ ities are grea er than <he’ ta_gg evnl. . o
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72.. The ERI -aethdology is conceptually, Zlawed and biased
downward because.** treats. uncersain Zactors. such as plan? s*a.uALp
dates and plan* ;2L tenance *equirenen*" ‘n a de*e*min c ’ash
estimating future. shor,age costs and. *ese*ve needs._ ) ) :

T5. ZThe absence of. 2 sensitiv*ty analysis casts doub*,on *he -
validity of ERI "esulus, - T - ST .

T4. DPG&E urilized: seve*al erroneous -npux asgunp ons when ‘tf
used the ERI methodology to derive firm capaci*y prices. ] '

75.. The accurate. estimation of Zuture shortage. costs -equ es,,

€0 %he extent it is feasible, %he sim neous ~-a'r""uew- *“ sncuen

consideration of. load nanagement. programs, Ltility -esou:ces, and Q:
power.

76. 2G&Z's proposed :evisi. s of its fi:n capacify price
methodology *o use different ;oad nanagezent sump*ions in uhe w ,_
estization of- future ERI numbe*s and vo.izecl uge Tesroact ‘ve capac
paymenus-,-.Eeums«pumpedvs,orage'g,ag:.and.b,h 10. Wucl°a~_powe* an*
startup~&a:esﬂa:e,not‘realizedpdo,noz,re;ovety-eviow;yaaé_; éa iz ‘*sQ“”
ERI-based - capacity prices. . - o .

77. Tor tze caleunlation of Zira capacisty p ces, SDG&N has

Proposed a2 shortage cost methodology thav adjusts *he combus fon‘

turbine proxy =or year-to-year variations -n Teserve ma.g-“ .'
78, - The SDG&Z method is concep.ua.-y awed beéause it o*“y

aliows for downward adjus sments iz the aznual shor age cos*yp*oxy no*
upward adjustmeu. -

- n v — A
- s Py

79. The SDG&Z mesvhol is lawed because 1% does not allow yeer~to-
year increases~in;shortage co8t3.%0 Be followed by decreases iz those
costs

80. In caleulati ng f;:m capac‘ty prices us-ag ‘ts _shor aée“éo’
method, SDG&Z did.not adequa*ely allow zor. ut:li*y plant start up date
unce*tainty.agd:*nc;uded aa unrealistic assumpiion about the 1982
availability of she SONGS .2 zmuclear plan.-» L

81. .SDG&E did not adequately subs<antiate i<s skortage cost
methodology nor 145 input assumptions.
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82. -Given *he seme input ‘assumptions, “cal culat 4 annual
combustion “turbine costs usi ng either a plan* de'e al conoep. or a
real economic carrying cha:ge concept shou_d l»ad *o the same 'es 't
and efther is *easonaote. - S ]

8%." ‘For the ca.culation o2 firm capac <y prices, Edison has )
proposed a eho-tage cost methodology that basea 1982-85 shortage costs
przma-ily on’ wholesa e eme*gency capac-*y p*ices in the Cali orn‘a
Power Pool Ag*eemen‘ and seconda*i 17 on” “he Zdison-California
Depa*tment of Water Resources Comtract and the principles of -~
interconnected operavtions for e Vavajo and -ou. Co “e*s Power "
’:‘ojec‘:é: S A N . Soranos ool

84. 1The wholesale conirac+ts thet Edison utili zes ’o‘ ‘98?;857':"
Lirm QP capac ty pr.ces are compﬁex ene*gy and caoac-*y exc aﬂge
agreenenis that involve shared reciprocal services. -

85. The Zact tha®t %he price of emergency capacisty in the- o
California Power Pool has not changed since 1967 -despi<e "inflation and
narrow reserve marging makes more likely the possidility “that’ ‘4nis-
agreexent is a nutually underpriced *ec-procaJ *~a~sac*io “hat i3 no%
an aceurate proxy for avoided shortage costs. - T .

86. Zdison-did not adecuztely su bs*an “e fts claim that the’

- - et v

emergency capacity price i3 +he marginal-resource avoided by Lirm-QF

capacivy purchases. P

-~

- -

87. The skor ago cos*: e*nodo og_es zor- :irm capac**y p*’ces |
p*oposed by PG&E, “SDGET, and Zdison-in tnese’ comp_- nce hear ngs are-
easonab;e.

88. the* hea.ings are’ ‘required befo-e zore *e ned shoroage

cost me*hods can’ be" adopted. TeosRRRTAT S TETom T ey

- -

89. The’ cap al cos* o"*he‘com'" 44 on ou*bine i3 2" reasonab

‘rm” oapac ty4*f
Przces. S A AT T Lo -
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90. - I 15 reasonadle that energy. prices iz the as-availabdble, -
Lirm and less than 'OO zw of:e;s sho"’dﬁrerlect as nearly as possidle
L*il‘ty 3 ma.gﬁna_ veriable opera“*g\cos*S--,

Y amas

P e o a - -

91. The current stazéard offers create unnecewsaf; risks ’o* QFs
that energy prices in some,f;xure,pe:iod.m_ght nqv; d' ved,_.om-a
utility'!s avoided cosvs.. ‘-“HL'T. l;f '; o .

92. It,*s *easonab:e Zor .each, con éc

energy prices will be.deri ved f:om the u*‘ ities ma'g.ua_ var able N

operating costs, as.appr ove&,by .,efCong.us_on, .“roug,ou* *he life o:t
vhe project.

- - -

p1e) inc’ude .anguage tha*'”

8%. I+ is not feasidle o inc* de an en e*gy p ice Zorzula in
s<andard p‘ice oXfers. -

; -
- - e

‘ rvies To nave the . .
opporTunity Lo Teview and. comme; oz ties’ﬁgai§uia§ioiﬂb:
energy prices. . .. . _ ,V | T

95.. The devermination-of emergy rates decived Zrom She.-
t1l1i7ies’ marginal operating costs is-in.e3 evolutiosary .stage.
Relinements will emerge over-time;:

Q4. :t i .easonable -o‘

T e

96. It is reasconable for.utilities wo use average year .estimates
incremental geapirates,wasvQ¢.e:;,ned\ 2 rate cases, Jor the
derivation of energy prices until o

until the Cem o2 8pproves 2 zoTe..
fined methodology. -

97. .Actual incremental heat rate and Zuel use data "’edp

Tegularly would ba use ul-*o* Toe. evaluas on o’ *uzu e. pe od ene-gy,,«
prices.

R

9€...1t is reasonable that the Input of zew planis wn_c' =Tect
the *nc'emental hea%t rates e dete*m-ned in ar\~CAC proceeding-n_ﬂ

99r odected energy prices are less. prec-se,*han Rk osnective
calcula.ions, but provide more pricircg cervalzzy for QFs.

e P

e Aa .-..'— PR

100. Current natural gas prices nore closely *e’lec* ma.g-na’
operating costs than do historical costs.
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. 107, O may be “dur *zed* Yo "consrol inven o*y or "o" testing- -
ithout be*ng a mas g-nal fgel. T T S S S S

102.7 ”ue sed to- %é;i:up ’ac 1i%4e3’ {3 no*t necessarily avoidasbie. -

103. SDG&E avoids natural gas at the GN-5 rate) not- the G—61 -a*- .

104. 7Tuel i3 no%t necessarily deing aveided when" used +0 zmat nta
primary reserves.

105, No ev‘aence now ex*s ts that transmissior’ and- &%s
costs are avoidé& by Q“ pu*chases. T em o mmorn .

106. it g *easonab .hat'variéﬁlézdpera ing and maintenance
cosss be included expliecitly in theé energy price derivations.’ ;|

107. Insuflicient da:a exists on*ii e losses as this 4ime. A

*easonab_e assunp -s rat Yosses are egual 4o tde Iine Tosses of

wiilis y p’an ‘ *hus 1mol y-ng an agg*ega*e *‘ne~*bss~’26‘b*"6‘*Q7“*dfﬁ-

1.0, ‘except 'a- ‘gécondary Ifze losses, which can reasonably be ‘ass u:e&vb
To be the utility's marginal line losses. '
108. Tasil sufficient evidence {s p“ese ted by'u*i
'*dentif.‘.ca"‘o* and valuation of losses Zroz Temose sites,’ ":..e'frlbss? Lo
all QPs for energy can reasonadly @e]eg}@b;;shed at 1.0.
109. Transformer losses need 1ot be es:qblﬁshed_f’,*he zever i3
on the-usility sile of its <ransformer. T e
110,“ Simived evzdence ex-sts on - zaxizum prooable nuzpe* o- _
hours.dtiliv- 24 :”‘:éoké ei: e* ’o- *e-usa ,uQ_pQ:chSQ or’k d-o

spill cond*t~0ﬁ S -

b EYI - - . [ -
P . - -t

111 R *he numbe* 2 “ou*" Zor y‘“o spill‘o- 'efusa"‘
%0 purchase<i, zeonsi <ent with D 82-0‘-‘02 ard D. 82-04-071 '

112. The option *o »ay Q?s a h‘g“e* capac 124 uaymeu*,i '-e Tur
Zor up %o 500- ‘bours. o cur tailmenf du:-“a;periods o-_economy ene*gy
purchases, while, des*‘able, i3 an -ssue out s‘de **e scope of}*hese

- —

o - e

comp_ia“ce.hearings. e . ,Wﬂ.f

-
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11%. .n.erna* use of energy. By QFs.on, sizulivaneous purchase and. .

sale during curtailment would reduce demand and possﬁbly gxacé*bate o

load. problems the.utility is.seeking.to solve *h*ough curta‘lmen
114. AL le%e’ized or. price.Tloor ne*gy op*ion _s cu de thb

scope .ol these. proceedings.. :’ 7 e e e

Conclusions of Law o e e

. e

1., - The Commission.should conviunue 0 encourage, the deve-opmen*
02 qualifying cogeneration and small powe* p*oduc ion ’acilities

[P

2. . The standard offers of 2G&2, Zdisoxn, a“d SDG&u shou-d -
include cadacity and,ene:gz pay*enz prcv.s_ans whic“ comp*; w‘f“ ou*_,
decisions ia QIR 2. and. are reasonable..

( P

3. - The capacity and energy payme n-ov-s-on o‘ *he u._ ities’

SN

standard offers for -as~available capect *y and energy and 2 rn capaéity"

should- be modified in keeping with the discus s-o ) d fin gs o"tn-s,fi

decision.

- -

4. .%o promo e;zhejgign;ng:df | a“da d o e—s by Q*s q; s:oﬁdéf
boulé: be made - -elle cxivgﬁtgday,ﬁi; e . .
- 0=
'I7°IS ORDERED tHaf: |
1. Withiz 45 dayw of the ef ec ive date of +nic order ?ac:fi‘"
Gas anhhalgqt,,chgg pany C’G&g) Sou‘he"n Calif r2ia BaL sé"Compauy
(Vdisoﬁ); and Sam Diego Gas & Tlectric Company (SDGEE) sEall- ’*le'w**h

e s o LR L

-~

2.

ke Comnission's Docket ffice an original and twelve cop‘bs"o’
awp-opr‘a e amendments o the s.anda-d of:e:s fneluded 2 App;ica ions
(a.) 82-03-26, 82-03-37, aud 82-0%3-78 con s‘s*e w**“ ‘whis dec‘s‘on
and uhgwgrge ing paragraphs contaized hereiz: T e
2. égch"utilzty s sta“da*d of er Zor-Zirz’ capac‘*y shall
include thé'folldwing requ renents governing he per zormance’ standa‘ds

<o be applied %o a qualifying Zacility (QF): S

-
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Zach standard o e* srall inel Lde “wo
payment opTi one basnd oz a QF's
avalil ability aud ~he other based on &
Q7's energy n*oduc._ Zor. outpuL. -
2G&2's S*ahda‘d 0£%er No- 2, Appendis
C, Options. 1! a“d 2 as -odified in
acco*dance % 't“-a.o~de*, shall -
serve as mode-s.f r these payment
oatio“s. '

Dispar chab‘ ' snall ve defined <0
ne-m‘* tke L*ilit %0 sequire oaly
increases, no% dec-easea, in 2 Q%'s
oneration. Di,pa* cnability need nov .
be lizmited %0 on- and nid-peak veriods.
ané °~e‘gﬁ cies L= Sms usilisy's

we W -—-v .~

nayme op » based or ava fiic

LY T W

is sinilar < ‘G&:'s QOpei "-".,

Zach payzent oa* or Zor tom ca:ac-*y
skrall provide ’o-‘paynents in excess
0F a2 utility’'s capacity cosss for Qs
whose performance exceeds that of <he
u:ility s p_aﬂts. mo receive he
aigher pay,en.; ne Q's . perfo-manc,
s“all consi stent:y exceed 2 peas
period avalladility or capacity factor
0f 85%. Tor offers dvased on 100% of 2
WILLity's capacity costs, a QF shall
only ve recuired %o uaintain.ar -
avo"abilzty or.¢ajpact ‘3610t o .
80%. Tor a paymezt op n basged on
QF's availabilisty whick pe::i:s %2
nigher payment, each utility shal
include in <v2e stanéard offer-a metrzod
0L deterzining whetzer and to what
x*_“t vhe QF Ras been d‘spa*c“ab
a level of 85% or devver.

Zack wtilivy’'s sv a.ia-d o--.. Sor fimz
capacity shall provide yd*o-
elecvric Q“s whick gave .he

capacit tizgs vased on.tne Zive éry
Jear average, shall no%-nave Sheis .
capacity +terzinated or derated whezn
their Zai urento,mee:-mininum
perfornance requirezents ig due solely
+0 the occurrence 0f 2 dry year whicnh




1s drier than the five dry year
average. DL*‘“g drier: yoa* S
conditions, a aydro QF shall be paid
for 4he amount of capacity, if an7,
acoually delivered %0 %he uwtili<y.
Capacity payments shkall resume, a% tae’
contract price, when,hy;:o'cqnd:;i
once again reach the Ievel used %0
deternine the capacity rating.

Tach u*i"*y s s*anda*d ot e: for firn
capacity shall 4aclude an allowance '
Sor schedu’ed.ma cenance whic“
p*ov‘des 2s Tollowss: - (1) Outage
ods for scheduled maintenance
sha 107 exceed 840 mours (35 days)
‘n a.y 12-zmon%th so-iod. his
lowance may be used iz increxmenss of
ch* or ’o'g°" on a co secutive or
nonconsecusive basis. -(2) A QF =2y
accumulate unused maintenance hours on -
a yba--uo-yea‘ ‘bagis upy To 2 2axinmum
£ 1,080 Hou-s (45 Qays).  This .-
acc*ued ime must “e used :
consecut;vely end -only Zor majorr
overhauls. (3) Reasonabdle a&vance
novice to the utility of a scheduled
ovtage shall be 24 -nours ’o- -3¢neduled
ouvages less <than oze day, one weex
for a sez eduled:ouxagb Q% one day o*~
zore (execept Zfor malor overaaul )
Six Donths Zor 2 z2ier oversaul. (4)
.ado* ove-”au_s snall 2ot he Qc“éd"‘
during <the peak sumrmer zontias.
Reas onaa e e2forts 40 schedule o7
reschedule routine na:n:ena“ce onvaide
the Peax summer -zoOnT: caal- SO e
2ade, but in no event shall ou.ag
Jor schedu-ed nain:e:ance exceed 30
pea& hours duriag the su:ne- pea& -
months. (5) No restrice shall be
-mbosed on the use of *hh °c*edu’ed '
zainvenance allowaﬁCA du*ing the
znitia_ period 02 operation (.._., the
£irgs six zonths). (6) Capacisty
payments shall 29ply dering a_’owed
outages Jor scheduled maintenance.




*
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i d
-

Hach uti-_tyﬂs-paymen* options Lor
irm ¢capacit °hall include provisions
for “he reducvion of caaac ©7 payments
in the event *be QF Tails +0 meet %he .
pininuz perfor anco -eq"ire ents. 7ZPeor
botk payzent ¢prions, 2 provationary
neriod not % lexceed“TS'months—shall
ve_ adopted. .Tor an availadilisy.
option, like PG&E's QOption 1, £ 2 Q7
*a‘ls‘.O'mee*'vhe‘mini um'performance
qu**emen *S, it shall c¢ontinue <o
*ece ve capac vy paryments for the
azount o dispaterable capacis

‘availadle during Shae p*obatio*ary

period. If after the expiration of
this pe od the 'QF nas not
dezonstrated an adility *%o. p*ov‘de'i*s
full con..ac*-capaci: %0 "The uwtilic

Veawma v y
thav capacivty srall be. deravted and
a"bsecuent mou.--y aayme s limited %o

ne new gonvracy’ capac.. i The a2zounv

by w“- n the QF's capacity.is reduced
saall bYe su ject‘tqttermination.
p*ov‘s.o*e” For an output opvioen,
iz ’G&:'s Option 2,'the Q® shall
ea.n ¢apacity payzments durizng <the.

prodationary period. ‘o- the aaount o<
canaczvy acvualﬁy delivered. If %he
2 failsg to deliver the full con%tracs
capacity duringveach~of~t: Zollowizng
year's peax zonths, -the. con...a.cv
capacivty shall he de:ated
Zontaly amount oF capac <7 ac.ua__y .
delivered during %he.peaz zontzs. The
amount by'wh‘c*A**e Q's.capacivy s
reduced ghall be subieet %0

:e-n_“a ion provisious. d botz
ovions, for capacivy. ac*"a__y
delivered. during <he . probati a"y
period, an allowance o* c-edit.fo. .
Zorced outages as the level otherwise
specified in the wtili<ty s standexd
ofZer shall;be'“ncluded.» The standard
0ZZer shall zot include ol provision -
for retroactive payzenss.
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T. Zdison's single-peymen*-op*ion'fo*-fir;xcapacizyibased on a
QP 's output ané SDG&Z's _i~m cavac‘*y paymeﬁ* O"“dﬁ3‘1”én& 2 are not
in compliance wish D. 82-01-103 and SMaLZ‘“o* be -“c-uded~~* any
standard offer for firm. capacity.” .

- - e P, ,,' -

4. The util‘ties~As¢anda.d o ers -c~ :::'capaci:y sha__ nov
inelude p“ov*s ons for a QF. to ~'ece‘ve as—availa -8’ capacity PaFRENTS
during ke start-up per cd*pr‘ r 0. the comneﬁcem.“. 0 148 2irm

-..-U -

capacivy operations. ' SRR - S

- .- - L e

5. Zach utility’s s ﬁda*d offer Lor £irk capaci ty—su 1

- A Ak

include <ermine<ion provisi o“slwu_c “zees <he following Tecuiren

2. Zaexr uti:i*y spall orovide Zor %he
reduction ¢of capacisy bay:e:t "*d b
vhe circumstances and in-+the zanne
srovided in Orderin ’a'ag-ap 2(’)
£ this decigion., Reductions iz -
cont:act ecapacity saall not resuls
ina complete te:ninat;on of vhe
gontract bu 2e.a30unt 97 woicn <he
cazpacit . duced ‘shall ve ""bjec
p1e) ue'm-u o* rovisions.

Zacn utili:y s s a“da'd o2fer Zor
firm capacity sha -ecu ce 2 QP
serminating wish p. bed netice
¢ reizburse %he :tilit Zor
unearned caaac y peyzenss. Zach
“n *‘l:zie zetzods for -
calen ting whi *9puy*e_,, wh: ol
a'e o rwige’ reasonable,’ ”a
ph 3 -udb the recuirezent thav ,
interest be cherged on the azouns
refunded. The interest charged
szall e the cubl-,hed Tederal
Regerve 2o0ard <iree montas' Prize
Comzercial Paper rate (: us 50 bas s
points for SDG&.) . '
ke specifﬁc notice re q i-ed Zor
termina ion-wizh nov‘ e skhall va.y
depending on <he amount of- cejpacit
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being Terzinated. Tables zimiler %o
those in PG&E's anéd SDGE&IZts svandaxd.
Zlers Jor Zirz capacilty shall de
included in each of <the utilisfes'
gtandard offers. -~ - N

PO -

Jach utility's standazd offer for
Zirm capcity shall reguire 2 Q7
verninating witkout prescrided
notice 10 refund overpayzeats and %o
cover the utilities' renlacezent
costs £or the lost or reduced T
capacity. The offers shall fnelude -
2 licuidated dazmage clauze
caleulating vhis additional payzens
for redlacement costs.similar %o -
vhat dreserided in 2G&Z's Standard
0ffer No. 2, Appendix D (which
reflects The actual no<ice given), -
with oze nodification. The adopwed
foraula shall reflect the %ime - - -
needed, as indicated by %he novice
table, %0 replace-the-lost- -
canacivty. Che uvtilisies’ .
calculation of vtheir damages nay
reler o future capacity orices.

The usilities':serminasion’
Provisions shall not reguire-2 QF %o
arovide evidence 0F i4s ahilisy <o
nz2ke Dosensial <ermination - o
Dayments.. - . o~ -

Sack utility’'s svandrd offer for-

Zirn capacity shall inelude examples
of tke operation oL its vermination

provisions.

The requirements of 2.82-01-103 wish

W
Tespect +o0 coaversions froz-the--
simulitaneous purchase and sale 07
energy <0 <the sale of surplus-onl
shall Ye reflected iz a utilisty's
gsvandard olfer for Zirz capecivy.
Terzmination provisions zzell only
2pPl7 <o <he amount by whichk <he: |
coatract capacivy is reducel as 2
result of <the conversion. '
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6. A vtanda & ofZer Zor as-available capacivy shall no%
include any netice *eq"irﬂ*ﬂ** ’o*'*e-~‘“a iom.

Co e -l o

7. OTre u,._it;es shall fi:e, a ong Witk *“e anmendzents w0 <he

standard offers ordered im Orderi 28 ’a-ag-ap, 1:abo¢é,---:n axé as-
available capacisy prices hased o-'.OO% c‘.**ﬂ cap* 3-AR cos‘s oZ
combusiion Turdize, using the co,bus or tusbize.cost estizates
adopted in <his declsion. Tt T

8. Edison's cozbustion turbi“e cap alJcostnghaliibe bazed on

ne following assumpiions: T - T R

a. A S&15/2W 1$82. co*:ua oﬁ turdize costi .

v. A 23-year econo_. :ife. | o

¢. Sscalation azd discount rates A
oroposed by svaff for Zdisen In vihis
Pﬁocpod_“s. '

el inventory costs :w"c>p<:‘s<=:f‘r D7 -
85822 with the exception <rhat stall’s
inventory escalation Tat e snall . de’
reduced by 50%. : ST '
Administrat ’ve aﬁd ge:e*a. cos.s
which, on a levelized bhasis, s~a.l e
egul va-e** 50 1% 02 %ne combus ‘Lon
Turhi capital ¢cost.’

-

d‘ff-re. ia"‘ue-.c:ed .

Tixed operation a*d zai“.e“ nee cos%s
*o w%icn stefs end Zdisoz nave agreed |
izn Tthis procee i:g. | ‘

9. SDG&ZE's coadbusvion
the following assuzprions: i ‘
a. A a&OO/kW 1982 ccmbus ion. turvine’

Survine cap-. T cost sna:l :e based on

cezivas COSTe -

w. A 15. 5% ‘nc*emental“cos* o’
CQ-.-. . )

c. Pixed ad:inist' ive and. ge:e:
costs comue:s"'a e, with those f
adopsed for 2disom.. | B
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. 1"u.e:!. -zve...,o'y '¢0s%ts, Tixed - -
P lons and za‘ntena ice - ¢os 3~and;_-

an* “econonic 1ife to whi ¢h staflfl ..
and SIGAZ tave agreed in shis R
Proceeding. .

e. Staff's proposed escalat oﬁu¢ tes.
Zor SDG&ZE. e R
10. D2G&Z's comdustion tgrbi:e;cgpft 1 cost shall.be dased on %

Zollowing assumptiong: . Lo R “”;;j;f:
a. A S450/kw 1982 combus - u-b_ne cos

0. ZIscalavion .a*es adoP*ed Zor D ‘son
nd SDG&S. . _

¢. A 15% incremenzal cos .o‘ capi a;..m
¢. Tuel faventory cos tS co:zens"- te
with those adopved Zor Zdizon.

2lant economic lile, fixed opera ion
and malv veﬁaucn costs; and Zixed
adzinigsrative and. §ene*a. costs
adop*ed ‘o* combusvion - turbine coss
estination in D. °3887. '

11. More refined shortage cost.zethodologies.such as those
proposed by %he utilitiesm;n vh‘ p-oceed‘ng Zor fﬁ:m;céﬁéci-y
vayments shall be examined for_poss; Le " apdl onIvo’ QF“pricing 2
SDG&E's and 2G&E's current g é*;;:*a%e cases a.d -ea:i:gsnoz Zéis
five-year energy price of ,\5.82-04-46)., A“y_*ev sion in capacis

rices tThat is adopred by ;e-;qnmiss‘ because ‘o2 ‘his- ‘exazinasioz
shall only apply prospecs .vélj}té?Q?s gat.s.gn afs : <he- da ve of 4=
orders Iin those proceedings.

12. Zach utility's standard ' offer .for energy shall®
Zollowiag: S

a. Zack ut;lity"shali:mo“i y“‘*S'as-
available and-ZLirz-capaci *y Cro
contracts, and It -cont: .ZLor QP""
less thaz 100 £W <o 8% '
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energy vrices will be derived Zrom- -
the utilities' Lull avoided - -
operating ¢os%ts, a3 approved Dy-the-
Commiszssion, <hroughout the life of
the contract.

Utilities ghall file with %he
Commission's Docket 0LLice
beginning six months from the
effecvive dave 0% thiz-order an
original and twelve coples ¢f <heir
actial average incremenvtal heat .
rates and ZLuel use quarterly, iz <h
case 07 2G&I and Zdison, and three
tizes a year, in vae care ol SDGE=.
The relevant models skzall Ye
modified 10 make whatever changes:
are reguired.- - - . oo -

e

Utilities shall ‘use the ‘average year
in¢rezental heat-raves, as - - . -
eternined in the most receny rave -
case, 20r the derivation 02 energy - -
prices until-the -Commission-approves:
refinements. R e

~The wtilities shall-file with tk
Commission’s Docket 0ffice by
Septexber 30, 1987 an original and
~gwelve-coples-of-a plan-for- -
egtizating actual year Iincrezental
heat rates prospectively. -
Utilities shall propose fncremenval

_heav rave-revision in Znergy-Cost
Adjustment Clause (ZCAC) proceedings
after new power plants come on-
'!'lne_

- e

- PG&E and 3dison shall file with the
Commigsion's Docxet 02fice an
original and <twelve copies o2
grospective energy prices-gquarterly,

O days prior %o %the date-+he prices
taxe effect.. Inclulded -with <he
£iling skall be a-¢lear, -
comprehensive description of now Ttk
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. prices were -derived, 'in order o - - R
pernit stall and {aterested parties '~ - .
T0 comment on thez. Gas prices-used 7
Zor avoided energy cos<s shall de-
Tentative and fizmalized using th
orice in effect on the eflective - .
date of the price change. '
8- Absent Commission action, +these .
price o2fers snall %ake effect on-
“he scheduled effective date. A
2. SDG&Z shall Zile {45 energy prices S e
three times 2 year in parallel with.
ECAC proceedings. TUnless %he. .
Cozmission orders revisions, these
Prices shall becoxze effective ozn. the
screduled effective date.. SDG&E . . ..
shall provide a c¢lear, comprezensive
degseription of nzow tae prices were
derived. e -
L. SDG&Z shall use +the GN-5 navural.gas .
rate for the deternination of its ..

energy prices. . - T
J. Tntil revised line losc adjustment = - :
. factors are apyroved by the T
Commission, 2G&2's, Zéison's, and- T

SDG&E's transzission and prizery

digsridution loss adjustzenss for

energy shall be sev av 1.0.
Marginal line-logses stall be used . ..
for 2G&Z's, SDG&Z's, and Zdison's - Lo
secondary disvtridution loss
adjustzent for energy.

£. 2PG&Z shall cozmple<se a2 reviged line
loss ztudy in cooperation with steff
and QF representetives and file an
original and swelve ¢copies with =ize
Commission's Dockes 0£%ice within
3IX a0nths of <he elfective date oF
this order.  The g+tudy shall include

a Dethodology Zor fdentifying amd... ...
deterzining losses Iron remote ’ L
sites. hs
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SDG&Z and Zdison.shall vle lizne
loss simulation.siu es. :
cooperation with.stals and <. - .
rearesentatives"..h . 4wo years and
2ile an original and twelve ¢oples

L <ke "esu_* with the Comxmission's
Docret 0ffice. L

utilities shall *nclude va igdle .
operating and maintenance’¢osts in
energy srices. o

Utilities shal 7_ern£3fneters‘to be
Lixed or the uzility"s‘de'o"
sransiormer. a“sfo*me~ .05°
Provi s-c“ u"a be removed from
stvandard contracis if a QF dec-des
%0 put the meters on %k 'utilit
side. T

Qffers %o include 500 nour of
curvailment ia exchange ib- a higher
energy rate the resgt 0F <The <ime, %0
b N d - wy s - :
levelize ener gy payzents, or o
adopt floors shall %e riewed as
nonssandard offers at tals 4ize, and

v.u-- 4

outside <he scope 0f. <hese

nroce»d-“gs - Aay suck vrov‘s‘Oﬁs
shall not ve i*c uwded iz ndard.
0f<ars R ,

L R

"‘-‘.l*‘

v va--a ies shall de’ <e ’13-. ""aag“
which wou_d' educe cavac-*y bay:enas
Tor (Fs & rirg periods when 3“ny :
fail vc perforn under capacis
contracte due %o <he utilit

refu s-“ T0 purchase Isoz ize Q_.

2G&Z, dd‘sou, and SDG&d §2 ll'fil
wiwa wze Commission’s. Docﬁe* Qffice
within three months off the effecive
¢ate of this order an orl -“aﬁ and
twelve copies of giudies:

egtinating- the averege and maxizu
probadle appl ca“on o2 refusel To -
pu-chase and kydro epill' provisions -
in fusure yezrs




A.82=03-25 e% al. ALJ/zT

13. The petitions Zor zodification Iiled by CYMA and Imotexz,
in 0IR 2 are disgzissed.

™his order is effective voday.

Dated Deceaner 30, 1982, a%t San Prancisco, California-

£ile 2 concurring opinion. R*C_ARD D. GRAVELLZ
LEONARD M. GRIMZS, J3-
LZONARD M. GRIMDS JR. V_CTOR CALVO

Commission Commissioners

Comwisasioner 2riscilla C. Grew,
being necessarily absexnt, did
no%t parvicinate.

I CERTITY THAT T DECISION
VAS APERCVED BY "H: HECVE
COLIIESIONERS TTinY

wiianl, .

. I
Ry i

A
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Appl‘cants: Daninl z. G‘bson, Dav*d L. uudv{ggo 1, uo ahaffe
and Xen D. Oleson, o*“xeye a: Law, Zor 2acific Gas and—glec*"c ,
Company, Margaret A. G’odow i, ttorney,at lew, for -Slersa-- 7777
Pacific ’ow company; Thomas ». Mulvaney, tto.“ey as law, -Jor
C? National Corporation; Svoei, Xives, 3oley, Praser -and dyse,rby '
Thomas Z. Nelson, Asvorney at Law, Zor 2acific 2ower &-Light :
Company; Margaret. Sullivan and wWayne 2. Sakarias, ‘Attorneys at
Law, for San Diego Gas &_;lec::ic Cozpany; ancd zugene Waaner, . -
Richa*d'{ Durant, Clyde.2. ZirscaZeld; Carol 2. = ngson, a“d
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“torney 2% Law, and C. M. Taffoon, for Geovthermal. Gnne-a
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James J. Cherry, ttorney a%t aw, Zor Independienty-Zower
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. 2roeucers Association; Janet M. Curry, "’o:- Depar<snent of Wavter

Resources; Robers - Danz{g_..v <sworney at Law, Zor Sunlaz Znergy
Corporation; Micrel Jever Florio and Rohert -Spertus, ATV o-neyo

¢ Law, and Syivia Siegel,_for Toward.Utility Rate Normalizati
(ITRY); Jemes Zelmich, for Zelmich 3ngin e-‘*g,‘va-g.zenwood ;
Lor Zenwooc nssoc.a.es, Inc.; Steven F. Zirseh, SOTTey 2% Law, . -
nd Laura 3. Xing, for Yastural Resources Delense Cou-c__, Incs
Catherine Johnson, Gregg Wheat 'ard Lathy Weinkeiner and Daniel. .
Meek, Avtorneys at law, fLor Ca_ifo**‘a “ne-gy Commissiony. .
Mosrison & Foerster by Charles R. Farrar, Jo. 22 A_ar-Cova
Johnson, Attoraeys a. Law, for Great Western Malting- Company,.
Xerr-YcGee Chexzical” Company, anf Xizber ly-Clerz. Co'po*a ion; Jdane
S. Xumizn,. ATtorney a%t Law, Zor Natomas Coapgny and Therzal ’ower o
Company;”Joh C. Lakeland, Zor Mass-Production Syss 3, We o
Lawrence, 20T wWegtern Ene:gy Associaves; 2hilin 2. Wann,ﬂ<.

=<orney as Law, for CMA Cogeneration.Grouy and o. o. Ha;“ &
Assoclates; Graran &-James, by Boris =. Zakusta, . Davbd J.- ,
Marchans, Thomas J. Mac3ride, and Jazmes 3. Zenly, ToTneys a%.
Law, Zor Gratex & James; Wavne T.° Yeex, Zor S‘mpso“ °ape- B
Company, Michael McQueen, AtTorney at Law, Sor u“‘O“ O Company
o< Califerniaj zanna & Morton, by R. Zee ?oberts Tney at.
Law, Zor Zazna & Mortoni-Donald G. Salew,- Zor 33 & Webs*ﬁ"'

o -
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Management Consultants, Inc.; Ro0bert W. Schezmovn, for
tropolitan Water District.of Souz nern. Cald o*n‘a, Petty,
Andrews, Tufts & Jaczson, by Allen J. Thomwson, :roy av law,
Zor California Tndependnn Inergy 2 “E"cers;*ﬁanda” {nkerman,
for Transition. -*e*gy rojects. -ns*i*ute, Eaxty WInzers -anc -
David A. Dorinson, A%torney a%t Law, for Uuivn-s %y of
Calizornia; xohert w Loch, A% o*ney -at Iaw, for Southern
California Gas. Company, Domnz M oﬁski and Don Dfer,’ -o'
Departaent of General Service s Go ¢on 3. Davig, wWilliaz E.
300%h and Richarxd C. _arpe, Atto.u.ys a% aw, for B'obeck, .
“hleger & -arrison, “at*an, Gersick & Xarp, by gohn ?. Grattan,
A**o.“ey a2t lav, a“d gonn V. Eildverg, Zor Calcoge:z, ;nc., Len
Zazs, Attorney at Law, for Windlarzs, d.d., ganice G. Zamrin,"
Zor -zdene“deﬂ --nergy ?roducers Associa ton; Neil XK. _o’b*oog,'
for CaliZornia Wind dne-gy Assoclav ion; ueffrev 2. Jackson, -and
Thomas D. Clarke, torneys at Law, for Tentral Flanls, Inc. and
Pacifi Eyd:dpowe:;Company, Peter S. "e s, o*ney'a. law, for
Texaco, Ine.: Leonard I. Snaider, -ney au Zaw, and : obert“”
Lauwghead, P.Z., Zor Tae CiTT anc Co 1Ty o2 San ?.anc.sco, Mark-
Parnan, for Resource Managem@**‘znte*ﬁation 1; Carl 3. Sa_as,
Sor 0 '3rien Associates, Inc; sasper Wil ams, “%or #y a.v yaw,
and William Swanson, 2or Stanford Uvniversizy; Jerrvy R. 2loom
ttorney aﬁ‘Law{ cor Kimberly~Clark Corporasion;. Dowﬂey, b5 d
Seymour & Rohwer, by 2hilis A. Stohr, Attorney at Iaw, for :
“e&e*al-?apn" BOard; Sutne laxnd, néS‘l’ and 3renn 25 “dwa-d
G ‘.".i J.o, .;SO-, “d - -le E., 0 DO....Q...., -JSQ-, ..8.:1"18. &
by R. uee ooert*, ttorney av Law, 22d William C. ’“P:'*Cﬂ
for Aultrasys 2E, InC.s Zrnest Iazvert, for United Znergy ’,
Corvorasi 3*ooeck ’Hlﬂger & zarrison, by Gordon . David,
Willia~,3‘ doo \, a-d Richard C. Zarver, Avtorneys as :aw; Jor
Zmouek; Tne.; Terr ”'u::"“ anC HooenT ?. Conrelim, At ey° a.
Zaw, 2o0r %h California Waste Management Zoard; feter S.
Merrill, Zor Cogenera ing Power Conpa“ ; William™ S. Srmas<ran,
Depus y Lity At Tney, Lo Jo2n W. Wi%s, CiTy Aze :ney.."- :h-
City of San- D-ego, Jorhn Deonald Fpvick, Jor County Sanitation. . .
Districss o- los Azge leé‘County, Go-co 2. Davis a2né ﬁilli Z.
3o0%h, A%%o eys.at Aaw for U.8. Windpower, Inc.; anc Maltnew
radvy, torney at aw Dongfcn- “3, and V-Mcen Schwent,. . .
:or,:nenselves- : . o

Commission Svaff: ria.mi,rcﬁaag-and qzﬂ“ . Ca*ew A ey° af"
Law, and" Jonn Quinlev. i

(ZXD 07 APPEXNDIX A)
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Tt D,82-12-120

e

COMMISSIONER LEONARD M. GRIMES, JR., Concurring:

I concur in today's decision and write sep;:atgly %0 eXpress
ny views on projects which are designed to convert solid waste into
electrical energy. I believe that these projects are of special
value since they adéress the problem of public waste disposal in
addition to providing all the benefits ascociated with alternative
energy development.

Despite some efforts at recyeling, we are s3till a throw-
away society. Thousands 0f tons o0f waste are generated in our cities
cach day to the point where garbage may be the principﬁl product of
our urban ceaters. As the public officials responsidble for "managing”
our garbage are well aware, the economic and cavironmeantal ¢costs of
municipal waste are substantial.

Spurred on by landfills which are full and near-full and
he difficulty of sccuring additional disposal capacity, a number of
alifornia cities have planned waste-to-encergy systems ranging from

5 to 38 MW. Thesc¢ projects are among <the most capital-intensive

cndoavors undertaken by local governments. Their succeess, in pare,
will depend on the terms anéd conditions undex which the citics will
be paid for the power they produce. T o

while today's decision on the 3hort term standard offers
does not address waste~to-energy projects specifically, the decision
should be of some assistance to these projects. The firm capacity
output option may be attractive to waste-to-cnexgy producers. The
long term offer which is being developed may also be a useful option.
Should non~standaré contracts be necessary, I urge PGEE, SDGSE, and
Edison to make c¢very ef££ort to sign reasonable contracts.

In my opinion, the risk to electric ratepayers from waste~
to~cnergy projects is mitigated by the fact that such projects will he
developed and operated by public agencies which are clearly intexested
in the long term operation of their facilities. Also, attempts o
shicld cleetric rétcpayers may ultimately prove to be futile. Risks
not absorbed by electric ratepayers are simply shifted to garbage




ratepayers. In many cases, they will be the same people responsible

foxr generating the garbage in the £irzst place

San Francisco, California
January 5, 1982
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Tolication ©f T2 NATIONAD '
”‘RPORAE:CY for ezprovas oFf

svexcdard o_-ers pETSRR2=T SO
Decisio g2=-C1=103 iz Crder
:ust::uzizs 2ulepakizg No. 2.

-
4

motion to cstabhliish gtandarés
governing the prices, terms, and
conditions of eclecsric u:;l;:y
purchasaes of eleetric power from
cogeneration ané small power
production facilitics.

/'Rulema?*“g on the Comission.'s oWl et - -
\

ozn 2
(Povition fgr Modific
Hiled September !

el NP e NP
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This decisicn represents 2 furtiher sted by wais lommissioz
“oward ius szatel goal of prome<ing vhe ldevelopmentT of cogezerziion
exé szall power mroductioz Zeelilivies, altermetives wo <The
tralitionel generation of electric power thrdagh “he wse of fossil
Tuels. Our policy, developed iz previous fecisiozs, will De servel
T this order's clarificesion and Lurvher definivtion ¢f <The Proper
relavionshis tetween public uwrtilities exd <hese a2luerzate gezerztion
resourses.

To fate, the nost significent proceecdizg iz this regasi fas
beexm D=der Inmstivttiing Zwiemaking (0I2) 2. 0IR 2 was commenced <o
establish standiards goveraing the prices, <erms, z2nd conmditions of
uriliTy pureheses o4 power vroduced by cguelifying cogenmerstion 228
small power production Facilities (cuelifyizg ZFacilivies or P=).
Toe proceeding was sitimuleted by ouwr own izndepexndext action axd
ez2lysis, e well as <he reguirements of both stete lew (Prhliic

Tuilivies (PT) Code § 2821) exd federel law (the Public THilisy
Pegulatory Policies Act of 1278 (FTRBA)). 22U Colde § 2821 recuires
t2e Commission wo "epprove emd esteblisk eculiteble charges”™ To De
<0 privately owneld genmerztion facilicies. 2ZURPA z=i <he
! evions adcpvel by <he Felerel Zrnergy Reguoavory
TIRC) specify rules goveraizg a Dublic uwtilivty's pusczase
< sower foom cogenerztors axéd small powes producers who cuallily Zor
e bezeli<ts of =<ke Zaw. The IE2C regulations recuire steate
implemenvtatioz.
Oz Jazuary 21, 1982, we issweld Decision (D.) 82-01-103 iz
02 2. Tae fecision ordered <he mejor Celifornia electric wiilities
<0 Zile steniard offers fo- power durckases Irom guelifyizg
facisizias bazsed on avoided cost princizles. We concluded <het

avoided sost pricizmg worli »roxzote the maxizixm efficieny levelopnerns
. o2 These alvermative resources.




Mhe gswamizrl offer criered by D.22-01~10C3 was iztexdlel <0

ieseribe meT ozly “he prices Tc De peid To s, DT The Tights and

obligavions corresponiing o <hose prices. The standard offer Is, It
o=her womds, 2= economic sackege iz whick the prices and the comtract

serps are Imexsricebly downi Together.
T~ onder %0 meet “he varied zeeds of Qs, <he swtendard
, Cesigmed %0 cecogtize <he Two basic coTPOTERTS oL & Dower
sshese - emergy 228 capecity, Droviied five differezt OpTLOTS. piga]
cosions, expressed as seperzte oZfers, vere forwher (isvizguished OF

=me <ime within which <hey were recuired o be filed by =2
wmitisios. A shomver Time frame wes assigmed o those offers wiich

we feli could be reviewed moTe expediviously. The offers end Iiling

———-—b
veriods were as follows:

1. Wiskin 45 L2ys 0f <he eZffective love of
D.82-01=10%, =he usilivies were ordered
£ile swanizard 02fLers for:

e. As-gvailadle ezergy axd capecity
hesed on & short-rim avoided
coS%t methofology.

Pism capacisy based o= 2 skort-
son margizal ccstT nethodology.

Tmergy end capacity Proviied T
QPs below 100 kilowates (kW) iz
size.

oC éeys oFf <he effecsive Zdate of
=he wIilities were oriered

QZZers Lor:

Znerzy based oz a forecast of
ezersy paymexnts Jor uWp o Iive
yeass Tied ©To eivier an 29~
evailable or Lirz capacity
o-n--f -

o o a -
-

Pirz capecity based oz &
woility's long-Tm mesginal cOSTS
develoded Zrom <The TIiliTy's
TesoTTse plel.




The sczepe of <The preseznt proceelln <0 <hose

which a 45-Czay Ziling was se It d liszed

‘. ghove. ZTive~vesr Sorecastel exzergy s a=¢ o=z~
capacisty offers will be reviewed in subseguent proceeliznss

-

(hA.) B2=0L~ll, A.82=0l~t5, 228 A.82-04~LT).
D.82=01=-103, <ke Commission outlized <the proceiure wiick
woulé De followed iz the poproval of <he offers Ziled e2fver 45 dzys.

Pollowing £322f review, The offers were 0 =ake effect TwWo weeks
2fser <he date of Liling umiess otherwise suspexndel Dy <The
Commission. =Zach 0F shese offers would <Thexz e reviewed I
sthseguent evidensiary nearizgs S0 determine the uwtilisy's compllasnce

wigh D.32-01~103 and <he fzctumal dasis for <he drices sontadned o

-
- ——

<he offers. 3y D.82-04-07% (Lpril 12, 1582), & subsezment orier

modifying D.82-C1-103 a2zl dlexyizg reheasing, ell uTilitie

-y a=mfl, - Con wn iy 9 m——— ol o V--s we:e

recuired 10 amend sheir inivial filimgs to cozforz To the prescribed

modificasions and cure sopecifis deficiencies fdentified Iz
D.82-02-07%. The preseztly effective oZfers were Iiled iz Moy axd
July 19gz.

2rocednral Backsrormé

A. DPrehearing Mgtwers

Complignce hearizgs es reguired by <The Comzmissioz It

- - owm-

.82-0"1=4C3 commenced with g prenearing cozference nell o Moy

“C,
iz Saz Tramciseo, Taliforziz. AT Tzat wize, <he presiiizs

admizissrasive law julge (ALS) anzounged <thet 27 Dage 44 of

0.82-01=~103 <he Commission zad prescribed the scope of <ke hearizgs

as follows:

"Thege evidensizry hearizgs...will be zerr-owly
resTricted 40 <he issues 07 eeck tiilivtry's

L v_v
complicnce wizh the reguniremeznts ¢ <his
ecision and of <he fasctwel dvasis Zor T
prices consaized iz eacz staxndari offer. 7Tz
evilentiary proceeling will 2ot de g Zorux Zor

reexaminizg The ISsSueS resolVed iz this

| o o o ded
o< ~ - ' Fs
gecisioz. (Zzopaesis originel.




. A.22=0%=2% ez 2l. ALS/kx

<he oreheazsing cozfecence, Zowever, IT decexe coear

cuie Timisation o= The hearings, There rexmaizecl

cumesous iscues r~elzsed SO HoTh the uwiilities' comrliance witk

[ res Y e W - -
D.82=01=10%3 azi subjects =0t resoivel Wy <zet decision, but relevanv

;
<0 the s=andard o02%ers. More <Than 25 partiec voiced their concerns

gad oZfered suggestions with how o proceed in this comp.ex maller.

W abale
Sesed o2 staTexments mede gt The prehearing cozference and

subseguenst written statezents filed By eppliscants o2 ke Commission

stafs (steff) oz May 4, 1982, ez ALY Tuling was issu

1082, Thme rulinmc imeluded <he following CeTerminate

“. Mo izmisizte hearings, <The cozpletioz of
s<afs -eporss releved To the 2prlicatioss
0f Sousherz Califormie Zéisos CozpexT
(Béisen) (A.82-03=37), Pecific Gas axnd
Zlecsric Compeny (PGEZ) (A4.82-03-25), e=d
Saz Diego Gas & ZlecstTic Compasy (SDGEZ)
(A.B2=0%=78) were necessary. Severel of
~he epplicent wiilities zad argued <that
<meir zpplications were intexded T comply
¥ish <he oriers issued iz 012 2. Therelore
=he Tesponse ofF stali or interesvted perties
-0 +hose filinzs were reqguired inm order %0
identify <ke Iissves.

Tollowing Teceint of svafli's Teport On
Téison, punlis heerizgs woull cozzerce O
July 12, 1982,wisk 3disoz's Livect

showizs.

-’ /- -

Sapsifie Dower Company (A.22-03-82), T
PO -~ - P -

2ower & Light Compexny (A.SE-O;-cz%, g=¢ C?

Teasings oxn <he applicaticns ¢ SierTe
-’

i L

o -
Xz<ional Corporasioz (C2 Natiozal
(4.82-04=2%) worlé %e deferred wTil swall
sepores could de issued oz Those
applications.

The LTC concusred with <he stelfl <That
issues %o de considered In <This Droceeding
exwended <0 cuestiozns dealing wisk
srevisions included iz <ihe utilities'




epp~icetions, alv2ough =cv svo-ifica._
aidrassel 27 <he Commission iz 7 272 2
Secisiozs, es ve.l as 2= 2prlicazt’s
coxy.iance with These orders.

The <ariffs recguired b" 2.22=-01-107%,
O-deri:~ °a.ag‘ap s 18 azd ¢ (stazmédy
stes) a.d Ordering Paragrapt 27 (parallel
geze*a ioz), sho:_d D& consilered o
invegral par £ <he subiest swazdexnd
offers Lox :“-3ose° oL asse,si:g voelr
complience wizz 02 2 end zmust Therefo-e be
zade pers of eeez of <he e:sjec,
zopoicasions

-y e d ™ -

lowizg wThis tuling, 40 da7s of heerizng were 2ell DelTwee:

7982 ané Ocsober 15, 1982, in Sen Trencisco.

<imomy wes prese=sed relating <o The 2p3dplications of 2G&3,
Tiison, and SDGEE. 3esween <he epplisant utilitlies, The Alterzate
Gemeration and Rete Design Sections of the stalf, slavte and locel
goverzment azexncies, and dusizesses ené individuals presexily oF
Povenvially ope*a:i:s or imwolved wish cogeneration and small power
proéuctio: Laniliedias, g s0Tal 0F &1 witmesses were zzllel U0

cestify. Mezny of <hese vwitnesses, wzo included experzs Iz
exgizeerizng, ecozomics, law, a=l menagemeny, vTestified more <Then once

o Ya'wasy o - -- —v--b

dusing vhe zeerings. Inverested pariles, Tepresenting various Trpes

¢f 37 develoomment, 2ccoumted for 17 ¢f these witzesses. Seventr-Iow

exnitits were receiveld into evidexce.
2. ~atements
Dusing 4he course of %he proceeling, & =umder ¢
individuels hal expressed their desire w0 olfer stateme=ts, &S

opposed <o Testimony, durizg hearing. = Tespdonse TO <These reguests,




cates w0 be rceservel for <he
persies, 21s0 Set 2 specific fzve Lor
sTetements.
On August 50, 1982, € people offered <heir views rele
<0 <khe s=waniari offers 2t Issue. These individzmels were uwmiforml
cozcerned <Thet verious provisions of <the uwrtilities' stenierd oZfers
were 20T iz keeping with +tiis Clommission's and PURPAL's policy of
encouraging the development oF guelifrizg facilivies. Iz perticuler,
<hese individuals cuestiones The uwtilivties' beses Zor the calcuzsioz
evoiced costs ani tThe reesomedblezess of cersain provisieons
tandard offers which <they comsidered w0 De penalties oo
ohestasles to QT development.
Most o2 <hose makisg svatements eivher wese purchasers o
- [ a

sellers of smell, home-sized (1 S0 10 kW) wizd gemeresors. [Iheis

Ll = XA - -

chief concerz was tre level of insusence reguired of s wmdler the

szanéasd offers. It was argued thet the premium level axcesdeld bot:
T2e revenue Tezeliv <0 e deriveld Lrom imstallation of e wizd

geserator 25 well 2as any Tisk creavel Oy suek 2 facility. ALl agreed
t227 The present insurance reguirexzenvs wonll sTifle The growing
20%entiel o <his alvernate resource.

-5 2ECLITion T <=hese suatements, Ouoer

To0k <The orporTinity during other regxloerly schedwled

T2¥e STaTeZenTS O wrote letiers T0 The lommissiox ox
37aTements anié corres»onience, wiieh wese zostT I
dusTry-specific, saised concerns cizilar <0 T208e expressed
o

tesTtinony and commezts 2=l easked the Commission <o adopt
staxéard offers which wouls exncouTage, =ot discourage, JP productioz.




A.B2-03=2€ es 2. ALS/¥=

ideration ¢ Firm Cavecicty Me<mololooT

During The hesrings PGET exi Zdison z2TTezpted TO offer
¢ cues<ion <he stafZ on <he Droper neshofolosy for

inizg the es-—available capacity and Lirz capacity prices To de

%0 QPs. 3y orel ALJ rulizng o= July 20, 1982, &ll partles wer
Precluded from addressing this issue oo <he grouwnds <thet the Issue
nal peexn resolved iz Q12 2 and was beyond <the scode of Ttiese
comzilance proceedings. This ruling was besed o= g review of <he
—eoguase 97 D.82~01-103 end D.82=-0£~071 in 0I2 2 axd cozmsuivwatioz
wits vhe ascigned Commissioner’s office. 0z Jaiy 25, 1982 2G&E Ziled
& 2otion wivh =whe fomoission seeking ' : dizoz

19€2.

Tae assigned Commissioner somcluded That this metver &I

Tiled 2 sizilar movion oz July 26,

20T zeed <o Ye referred <o the Commission, »uT rather sktoulil de
resolved by further AW Tulizng. TUpon comsideration of The pevitions
0L 2G&E axd Zdison azé further review o0f <he exdliceble Commissioz

ecizions, it was fesernmineld <that tThe ALJ's rulizg should e reversed

in pert 228 alfirmed Iz part. Specifically, it was concluded =Thav
s proceelizg was <he prover Zorw@ for addlressizng 4

ke isgzue 0F <The
eppropriate nethodology for devernirning capacivty costs, based on <tk
shorsage cost concerdt, utmder g utility's firz cepecity swanderd
offer. Zevisiozn of <he Dewhodology for caloulaving 2 uwiilizy's
Caveilable capacity peyment 28opted in 2.82-04-0T71, Zzowever, wes
reserved Zor the utilivies' gerneral -ate cases 2s specified iz
decision.

Testimony by all parties on the issue of the proper
nethodology for cealeuletvizng a utilicty's fis= capacity price was heaxd
over a 10=dey wmeriod Zollowing <he preservztion of 2ll other




A.82403-28 ex al. ALT/zr

TesTimony. -n orfer To expedite the sUbmission of this matter,
cervaiz izformation Droposed by PGAI relating TO this Llsste was
directed o be served on the parzzes 2ster <he Zizmal day ¢f hearing.

2. Submission
AT the cozclusiozn o< the fizal dav of hearing oz October

n A Tell iesuel that same date, A.82-03-26, ALEZ
-78 were susmitiec upoz the feollowing:
The submission by PG&T of an adéitiozal
proposal ané adjustment related ToO the
Eze:;y Rel;ab:l;tv Index used by PG&Z iz
calorlating 1= snc--age costs oz whaich
?Ga”s stangasd fer for firm capacity
will be basel.
The £iling of concurrent briefls o=
Novexber 15, 1682.
.. . ‘ - A
PG4T was directed t0 serve i1ts proposal o= all 2pperances
= this proceeding. Azy parey wishing o a2dédress OF recuest 2 hearin
this proposal was directed To &0 sc iz the briefs cue ox Novexmber 15,
Reguests for hearing were o snclucde 2 specific idextificatioz ¢£ the |

\)
tasis £or the reguest anéd any questions To be adiressed is Cross—examizact

= the fizal dav cf T a:;:g, SDG&? W3S 2.30 cirectec to furzmoish |
2 copv of its Lzput assumption a ueo-s.a--, wiick had formally
recuested it o= October 13, anc'uac- =he State Izergy Task FTorce, prior
o zhe ené of the Sriefing schedule. Accoriizg s =he briefs, th:
material hac 2ot beex received My that tinme.

Oz Qcsober 25, 1532, &« filed its propesal. PG&I 2lso
submitvted on November 2, 1932, 2 zecalcoulation of its anzmual Imesgy
Reliakilicy Index adiustment facters based on 2 "low" lsad management
scenasio.

Between November 15 and 17, 1982, concurrent briefs were il
by a total of 16 pazties including PGEI, Zdison, SOGAE, staff, <the

Izdepezdent Znesgy Producers (IEP), <he Califor=ia Manufacturess
Associztion (CMA), Occidexntal Geothermal, ac. (Oc::ée::al},
Tlerasystenms, Inc., Federal Paper 3card Compacny, Inc., the Regants cf
the Tniversity of Califormia (UC), Calcogen, Imc., <he Califom=s




Sea%e Znersgy Rask Force, whe Jesiforzia
Lizhersly=Clerk Corporetion, axé Si:psb: Jeper
Liling were auTrivutadle 0 dregkiowsms iz
wrPors Systexms. Corresponience was 23S0 received 2T Thes
Time acddlressizg issues similar <0 <Those precenteld Iz the briefls.

2ositions 0F “he Pprsies

The Testinmony receivel durizg heering In <This proceelizg
wes sponsoreld DY numerous withesses Tepresentizg 2 variety o2
-nterests, including those of The gprlicant Tiilitles, geveraozmernw,
ant privese izndusTry. The views of 15 of <The eppezrances Tegasiing
=ecoré heve Deen expressed it coacusrent triefs. (Other wartiles,
2lvhougs providing Tesvtizony, Lave chosezm noT To file briels, In sone

c2ses apzareztly due ©0 2 lack ¢f ecozmozic rTesources. S<TIill otkhers

o i - e —— - -

mave adéressed <he issues ralsed during hearing iz correspondexnce TC

.<he Commission. To provide an overall descrip=mioz 0f xhe
parties' basic viewpoizts, we have summarized the positions below.
A. Tgplities
1l three utilities, PG&Z, Ziisoz, and SOGEE, helieve
<hat their applications 2re iz £ull compliance with +kis Commiss-.oz's
cegisiozs iz CIR 2. Zack assests <hat the recor Sully supposts

this coneclusioz.
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A.B2-03-25 e 2l. AL/

The swall states <hes imery concerz
svandard offess cozply wiwk wzi
Ceclsions iz 012 2. S=eaff is of <he opizion, however, =k
develop effective stanlexd oZ2fes-s whe issue of compliexce skould
inciude ez examization of (1) <he propriesy of comvracy verms whichk

the Tomziscion has vet 40 direcT e inmcliuded or execluded Zrom <tk

=5, (2) =re feserzinesion 0F & wiiliev's =rue 2voided

LR TP A

, - .
izaviom of conToast werms QeTweel

veilivies, The st2ff's resommentations zare
ve <he proper balaxnce of rasejpayer 2xd P
imserests, Tne risks z2ssocizvaeld wi<th =he stanéard 02fers, nowever,

aTe viewel somewnet differextly by <he stafl <hen by <he uwtilitiles.

- o gude W s -t e W

o perticular, the staf? novtes thet the QP merket Is still Iz i

o - e v dmme o W

- o ouas

infaney. This circrmseacmce has Two Tegtles - %the neeld For coz<inmed

acouragenent for its development anid ez ingrease in the risks wkich

- o e

sotential lavestors and owmers perceive z2re associzted wivtz a QF's
operavions. It is the staff's bYelied thet ravepeyers who will

Yenelit Lroxm <the increesel develonzexnt of alTerzete energy resources
showld skere In the risks related ¥o <tThis emergizg iziusicy.
C. D2rivate _ndustrYy

This cavegory Lzclules g woval o £5ight parvies

- e

cepresentiag The inseresss o0F cusrenily operating or setexntial (Us.

Aoong these parties were Swo associztions: ZZP, Tepresenving o gmoud

of California cogenerssors, smaell power producers, and relaved
businesses, and CMA, ~epresenting indus<tries some oF whox desirte 4o

verticizate in QF programs and other wko do 20%. 32riefs were 2.S0




filec Dy Cecidez=al, Titrzsystens, -xc., refersl Paper 3ozl Compacy

A

Tze., Celecgez, exd Zimbmeriy-Clark Corporetioz a2zl Sizpson Paper
cozzarzy, who spozsored 2 Zoint Lrief.

Tae perticipesion of ell of <hese perties 2as focused on
challenges <o either <he utilities’ co:p;-a:ce wisth 02 2 or <heir

o ot -

oropcsel metololeglies fLor celenliating whelr iz cepecity Deyments,

- eieh

az issue fzzluded withizn the scope oFf -“‘s vroceelizng. Znfluexmcing

V - -, &

POsitions <aken by These rarties zas dDees Thelir perticwier

L -

<he =isks associzted with =The wsiliwy=JP <rancac<ioz

- anme s v

roper allocavtion 0F those risks. 2% Ls <he opinioz oF <he

is <ze ozinioz
< <0 reguire the JP <o bezr certalin of <hese risks will
ey stifle the levelorment wzich <he Clommission specifically
SOTSET To exncourage ixm QIR 2.
According to these parties, among The risks fecing QUPs is
che inzbility +o obTalin fimameging for projects axnd predict, o= The

basis ¢ <he contract terms, what ezca P c2z expect in vthe Zuture.

- o o

These conceras have been heighvezeld by a2 substantial drop iz evolded

¢
oSt payments %0 P's. Tris ci:uns*a_ce tes jeopariizel <he

o

operations o currexnt z*odncers anéd tke proiests of poue:tial Ws.
Secause of This asserved fnstability in sae ifxdustry, Vs

in whelr Testinony a2t briefs kave Deexn RoST congernmedl wivh <The

ucilities' zethods for calculating evoided costs, the avalilebility of

dzse <o vernify those calculetions, tThe stamianis ¢f performance
recuired of Qs, <he axbiguity axd lack of svezdarizetion with
respect To cersaii convtract verms, and the uvilities' assigoment o

parvicular risks To Q¥s, inecluding <he risk of Zuttre reguistory
cha=ges.

«
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Pogivicns Exrressed iz
Testimony o7 Correswonience

The dersicipation of Zour of the izverested parties 9 <his

e Vi » - v V pn

Proceecing wes :izi:ea To tThe receipt of Their <estimonys: 2 Tiefs
wvere filed. hese parzies ifnmeluded tThe California Wind Znergy
Associevioz (Ca_VEA), wagk-:dic&ted thet its Linazeial resousces IOT
Parvicizpetion were lirited; Americear McGaw, 2 manufacturer owmiig &
2,80C ki-ov* s (W) cogenerasion facilisy in Californiz: Zexwool
ASSOCleTes, comsulitante o cz%f?%i:g conwra2cts and arrangizs -~
Sizangizng for QPc; 2né <he Cowmty Samisation Tistricsts of Tos Azgeles

-

cowmmTy, tThe City of Commerce, 228 <he City oF Long 3eesz, Local
geverazent extities with ax in<erest iz Te=t0=—energy Orolectc.

The soie DUTpose of the Two exkibivts s»ozmsored by CalwIa
was to chzllenge <ze inmsurance reguirexzents of the utilities'

iy ap L e Ve w

szandéard offers. 32eczuse o <he high cost of sush insurazce ané the

documenzed safety of farm— and home-sized wizd genmeravors, C2lWIA k23
trged the molificesion or eliminmgtion oF <he uwvilities' ilasurance

wvalitt
provisio“s for wini cystens of 20 ¥¥ or Zess. The testinony of <2
com=T iom Digtricts exyresseld concerns regeriing wasvte-To-
energy prolesss similer o Those cozsaized iz The <Testimony and Wriel
T <the Califorzizc Waswte Menzgement 3oerd. American=Mcelbaw's <e
covered i{ssues ané expressed opiniomns comparable To <Those oL o
industry -edresentatives. Zexwoof Associztes ocusel o= »e
shorscomings iz Zdisoz's svanéard offers.
At <he <izme of submissioz cf <iis zmeTver,
Brgireering, Univeld Zmergy Corporavtiozn, exi Zudsoxn Lumber Jompexny
wrove €0 <this Commissioz incdiceving <their views. Moo James =.

ZTelmick of = : Sogizeering Iis 2xn apvearance 07 resord, waile <khe

- -., e ot du

avyuer Two SoTvor *-o_s a=e mexbers of I3Z2. 2Zrice fiuctmati whick
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oze case : YeraTions, was <he v-i_a:v cozcer:z
T2ese compac i individuals who have wrivtez To The
Comzission éuring <he Rese Droceeiings, & resoutioz of
this matver bHefore the ené of 1982 wes urged w0 e=msure The continued
evelovmezt of The QF izéus<ry.
Scove 0F <he Decision

Sefore comzmencing our Liscussion on The Iissues raised i
whls proceeding, we =ust first consider Two Tecuests nmafe DY sever
regarling <he scope 2nd <wiming ¢f <his fecision. 2T is <he
<me QP ifzdusTry Stav fo- iss fdevelowmeznt o sonvizume (1) ao
er resolving &ll of <The issues reletizg S0 T2e subject standard
fers must De reacned e=d (2) <zet orier musT e fssued
exvﬂc‘-‘ousl-, eferably before 4he end of 1082. The standasd offer

- ot - w -

-

is seex 25 a single, wnseveradble ecozozic package, vhe provisions of
whick zust De mown before 2 QP can commexzcze or coztinue its
operztions.
Tal itk the extensive perticipation and record
<kis =master, ‘ vomission cdate foo <these applicevions

was Novemdber 15, resuls, we hZave beer lefv little Tizme DO

- - -—ap W o ¥ b

prepare 2n order which woull resdive ell of <he stancard offer Issues

This *ea:}”éail s "‘*a.eo.s-J giving The prover weight 2@

somsideration T¢ all o0f <he views dresernved.

2or <kis reason, alThoush we Tecognicze
o0ffer »rovisions are izterreloveld, we cax addires
oiy cervein of She issues arising frox Taose offers.
however, <hat The subjectTs chosexz, i.e., the hasic price issues and
cervelis comiract provisiozs, will provide sufficient optiozs Lo QUvs
<0 make <hae economic decisions necessary Lor deverpining <he meriss
o proceeding with or contizuing a parvicuior project.
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By adoptisng this azproach, we will be able ToO sonsiier
Suloy the record which the pasties have gspens 2ppreciazle time a=d

effcrt developing. 2.1 z2ppearances shoulé Se assuraed, however, thas
N A~ T-V-

- %

those issues which are 2 c_sczssec Wine De 28Cressed 2s ezzly &S
POsSsible next vear.

Specifically, this cecision will examizme <he utilicies'

- - - g i s

bases for anc standard offer provisiomns relIting SO capacity pavmesnts
2é energy paymezts. QJur discussiozm 0f capacity 2nd energy pavment

will include comsideration of such Zssues as pesisrmance reguirements,

Terminatioz, ané periocs of gurtailmezt. We will 2.50 cozsider <he

Propriety I proviiing for <he conversion 0f standard cf “g* 292;*ac:s
ST ) Gan <S
W

signed afzer tThe affective Cate 0f «zis o=der =0 =he

e e e A I e G Y T

’ -
-v-.\'-- [T e’ - Pl

approved. 1A o ﬂéf 'O*W'ﬁ Second GO N e

cgfocegdm

gLV Vﬁe.

Secause tThis proceeling was primarily intended <o Ceter=i:n
ompliance with our decisioms i= OIR 2, a2 bas:ic
tanding of those oriers, as selatel «o each of <the issues =0
sifeced, is critical. With respect =0 pavments for cagzacisy,
this Commissioz congludel iz D.82-01-103 that ezergv celivered o=
either a= 2s=a2vailable or SIizm basis C-esulted iz 2 utilisy aveid:s
capacity costs. Avoided capaci:y COSTS 2re those costs associated
with enmsuring the meliablility of the mrocuction and celiveryv 92
elecoricity whaich the utility aveids izncurring ov purchasing powar
fzom a2 gualifving facilaizv.
2 OIR 2, the utilities nad guestioned whether azy capacizy
costs are avoided whexn energy is Celivered to the utility only 2s i

- i -

becomes availadble. D.82-01-103 recognized, however, that 2s-
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velilesle power, when zggreseneld, 8iE Lz faet result iz 2 redustioz
¢emand uwpon the uTility and thereby avoidled cersali capacity
inmeluiing Those associgsed with genmeraticon end gezerziion-
ateld <ransmission. Parments for as-~aveileble dower, Lowever,
.ld 20T reflect any velue Zor comtract lexngik, :ozice, Terxzization,
senctions since such Drovisions would 20t de part of az
es=available ofler.
-z co::ras:, firm cepacity was viewel as an increese In <The
ctricisy wisth corresponding performance
= provisiozms, ané sangtions. 232y defizition,
igs provided i nrede.erzi:ed q;a::izies 2% preietermined
suficient Zegally exdo Staranvees 075
Celiverabhilicy <0 Derxit <k ; i Tze

o

consTrucTion of a gemereting it or <he purchase ofgzgzg;s‘-“ power

- . e

elsewhere. A QP providiag fism capacity, Bt S I et B ime.

determined <5 avoid cos%s ar:.d'_'.::‘. mal =0 those relastel <o as~-availatle

power. This result was =0 be reflected L= the Zirm capacity payment.
Pect o The amoiwmt To Ye peid Qs Jor <Thelr 2uTRLT,

2.82-01-103 reguires "Il avoided cost pricing ol power ITOD

quelifyizg faciliges.” (Mizmeo, at page 26.) For

Tirzm and as-zvelilazbdle cavacisty, 2G&E, Zéisoz, and

<0 bace Thelr mpayments on eack uTilitTy's estizmave

shortage 20STS USing 2 cozbustiozn wTurbine faclilisy as 2 oroxy-
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&ﬁ;zhoush cecognicizg That the cozmbustion Tiwwtize was 2 somewkat Less

aTsractive methololosy for Lirz, 25 0PPOsSed <o as—avallalle capacity,
payments, we concluled fz D.B2-04~07Y1 %hat revisions T0 <he

adopted methodology would only be comsidered iz the fuzus

available cepacity prices, comsideration o2 suckz revisions wes ges
for <he wtilisies' genersl raze ceses. Ko specific vize, howvever,

ke

-~ e i > n o

was identified for exanmining modificazionms0F the methodlology ZoT

celculesizy fiwm cepascity perments. AS steved dreviouwsiy, BF AN
*22ing, The droyer forux wes fommd <o Ye <his roceedizg

LT ) - -

Seczuse <he firm capescivty peymenty should rellect Csertail
facsers noT fzcluded iz vhe as-avelledle caracity price, The
following éiscussion will cozmence wisk 2= examizztion of <

utilities' stanéard 9ffer werms goverzing »ecforszance 2né terzinatioz
in g firzm cavacisty conwract. We will <then review <the meshods OF
which the uwrilities zave calculesed +the drices <o be peid Zor otk
firm and as-aveliledble cayacivy.

A. 2erforzance a2ni Termizmaviox
Provicions im Pirm Cowvacicr Controzess

Al -

Cozsistezt with the applicadle 28 regxlations,
D.82-01=10% sveves:
"Tee firc capacity payment Drovderly reflects The
focsors recized i Pars IV,A, ghove Telated O
<ne gvellability ewring systes »eek periols,
ch'lu d o~
- e m —-pb.
"e. Dispatckabill
"b. o l
"e. Coztract
sanctiiozns,

"d. Schedrling of ouwtages, axd

ion, werminetioz, axnd

"e. Avellaebllity ducing emergencies.
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"The vazoue $X epch of these factors shall De
cetcwlazed, based on stendaris cozparatie O
Derforzance sianéardis <he wiilisy wewli izDose
o= itTs owz= pla=ts. These ssandasés zust,
rowever, be fair To QPPs and ot izpose
unnmecessasy durdens <Tzet will discousage the
gevelopment of these prefer-ed sesources. Ik
sT= ¢ each 07 these Zactors e2xnd the resuliant
capasivy velue will be offered on DOt 2
dollers per LW per yvear az=d 2 centc Der kW:
basis es currenily Zozme. A QP <ket exceeds
operatizs =< sm2lly expesvel o
TTility Tlents s:housd e a2ble <o ezrl z higher
cepacity seymezs.” i 2% page 57.)

Mo gid iz <he fevelodment of sztanderd offers incQrpoTating

taese hasiz Trinciples, 2.82-01-107 mrovided Sowuher defizivion of <he Zactars o

% -pp -an dmln P ro— 3 - Laa " o PR < o . - Y
gﬁﬂEESSE?%%‘E = g?_.cF;aamq-,ayvv—q. s Tolification of exch factor can be
[y

Dispazehetility. , Acoamdine w0 D.82-00-103, dispatpchability
is echieved iz LmalT cffers by Tize
" basing cepecity axi ezergy »rices axd

- - W,

V--.b

recuirizng Qs <o meintaiz evellablilITy
Curing peek 2oal periols with o
~easozadle zllowance for Iorced
outages. KJPs are 0 de expected T
operase g% maximuT c2oacity o 2ovic
<0 meetT wIility needs for capacity
during peax load periods 2xd
ezergencies consigternt witi Tezo

-~
-

limisasio=s.

Relizghilivy. Teas0nable reguirenment

o Telizdle overation a2=f avelladiliTy
gurizg wrilicy cyssez peak Load peciofs are
%> be izposed iz vTie staxndard 0Zlers, These resuiTements,
nowever, Sao0ulé 207 De tniwly resTrictive
or complizeseld or impose siaxdards of
saliabilicy Zregter <Thzz The wIility plazmts
<he Q® digplzaces. Wkhexz resource
lixpitations exist <o -elizble ovperavtions,
such as . with winéd pariks, Plant capacity
foctor mav be g tetver measure O
selladle operztio:.

Com<tract érwation.

S222TI025. woS S2 s whe
'—_"-_—‘- - - : - -
do%ion for Levell:z sarzen <Tor

-




Peciods ur S0 25 T 30 years. Osher <hen
5ﬂ:era. gwetenents reguiring Ta2ir conTrecT
reguirements, whe exact werms 7

Provisions relating <o termines

S2ZETLOnS were 20T specified.

Scbedzli:z o czages. A utilicy
pu-c rm capacity Zrox a oy may
ab’* ~ecn.*e ke Q7 <o sck redle
ﬁai::e-a_ce of %het gezergtion dnsing
Deriods estadlished 5% <he wTitisy. Thme

- wof i - - MY mma vy

-
-
&

-

-
o= axd

ensmd ® L mwr wpremm

ITLLATY TuST Poovide repsoneble periosds

3T scheduwled zelntenente a_d o peliily 4 ‘ecnes.
ceferaenss ‘: '“e ~:s mex’ -°~"e31e:

zelntengnce schedwle oz 50 dave ice.
Cepacicty par= e_.s =usT 2ot De :ed:ee~

WrIng Scheculedzzinvenance periods.

— W e e i

tvel_aniliey uringe amergencies. A Q?
nusT oe ezpecze: TO opersie 2% mexim
ca:ac-., o2 ZoTice S0 nees :1::::; :eeds

ZoT cavacity durizg exergencies

Ther tzan our recogmivion <That ala:: gapacity facvor, as

“J - vVa g
o2posed w0 zvallabillity, zight be 2 bYetser measure of <he relishle
operzation of certzin <Techmologies, 2.82-01-103 ¢ié 2ot exdorse a7
special TreaTment :o- specific resources ovTher <Than szell hydro-
cetric facilicies. Zor hydro QPs lerger <whkan 100 W, adjustments
Zor dry year wmevailadilivywere T0 D2 made iz determining vhe PP's

p—
base sTeaxm flow and monthly firm capacity czring. A hydro QP wounlé
v J &

ve 2llowed To use either (1) Zlow datz directly 2pplicaile o the

- o

QF's facilisy, whezn 2vailadle, or (2) the flow dz%2 for The erez

W dae

closest ané mostT similar <0 <whe (F°'s facilicy, usizaz aress

Sacilisy, usizg
sufficiently limi<ed iz size so <That <the <rue velue of locel zreas
world 207 be lost or odbscured. The minimuz Jume through August flowv,
Irom whickh <The monvtily Tirm cepacity rating wes <0 De derived, would
»e baseld oz the five lowest flow years ~ekexn Z2rom g 50-year ziziztn

continucus record. £ this dava conli not be developed, utilisd

e W H




22é QPs wold egree upoz £ shovver wTine veriod with Lfewer ziniz

o
- Ve e - e At ymp et Mardunh whein

Zow years averzged Lnto 2 TOTRLY sepacity rasizg. Por bosk

TTL02s, caractitTy velues vere <o e peié iz dollers per KW per zozk

enl otherwise stbject %o %the recuirements of g Zirm capacity sale.
= examizizg <he uwiili<ies' compliznce wit: <he CO2 2

decisions, we will first consider the issues relatizg <o 212 of <the

L

adove factors, excert for werminerion. A review of The wiilivies’

- A o L X e Vo

proDosed <erminetion provisioms will Tollow in a seperzte sectIoxn.
‘. DJerformence Recuiremernts

v as e Gee

A Zindizng of compliance or nmoxcomzlience with <k

lnﬁd—- - o

reguirenexts of D.82-01-103 enzmeravted 2h0ve Teguires oo

uwierstanding oF eeck of the utility’'s svexdasd offer provisions
relating To performence. Aldivionelly, <The positiozs oX Dotk
weilivies anéd inserested derties must bHe comsidered.
2. 2G&= Stexéard 0ZLer No 2,
Appendix C - Picx
Cevacizcy 2rice Schedrle

Pe&Z's stenderd offer provisions goverzizg R

L T N

- Vi vde -

o . L3
condivions of Lfirz caggity sayments are set Lorvh in Appexndix O oF

its Stancarc Cffer No. 2 (Firm Capacisy a2=é Inergy Power Pucgchase

gtle
Agreenent) ., PE&I’'s minimum perifoimance reguiremests are Llnextricadly
ziec o the tvpe 2f capacity pavmex=t chosez Dy the QF. Thesgxggyme::
options are described in Sectlon C-35 0f Appendix C ae—icwrowss
Undéer Opziox I the moztihly pavme=nt for capacizy, pail iz

dollars per XW per mozth, is oze~twelftk of ke product of the desigmetad
per KW 2n=ual CORtIACT Capaciiy price multiplied by tThe coztract capacity
the amount of exergy in kW to be sold and delivered) azé by the
aporopriaze loss adjustment Z2Cto-. I order to meceive )
these’l2 egual mozthilv pyments,-the QF must neet perIdrmance

standazés which essexntially make it dispatchable by
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PG&Z. Specifically, 2G&Z reguires the P's sontract cazacity o e
eveiladie (dispeschedle by or celivered o DGEE) durimg 211 on-peak
20urs of <he peax zonths of Jume, July, a=d August, sublect %o z 204
al.owance for forced ouvages in any momsk. ”he conTresT capacity
nustT 2.80 be dispetciable <hroughout <the rest <he yesr sgublect w0
a 20% mozialy allowezce for Zorced outages enéd 2 desigmetel
allowance for scheduled mainm<tezengse. During <hese momeh
cwher %haz +he peak momths, shae QF mer accumuleve exné 233lr The 20%
Torceld outage aslowance Lor anmy sonsesuuive :hr =202k ci0é.
Digoetchavilicy is defined oy PG&Z a2s <the QT being operadle ané
capedle of bYeing called upon at enyiize %0 celiver cepecity at any
evel up ¢ The frll conwract cadecity. The JF must demomstirave hat
ivs fecilivy is Zueled by 2 reliable Zfuel sudply ané that adecuate
Suel svorage is availeble %0 celiver power 28 reguesteld by 2G&EE's
sysven Cispaicher.

g A
covides for payment

<0 Qs, ageiz iz dollars per kW per moztk, for <the amowmvy o c2pacity
2evmelly delivered. A formulz for caleunleting this payment is

L --b W e a -
specified in Optioz 2 and incluées & 20% Zforced outage 2llowexnce
credit Lor each month. AlThough & (F electing Option 2 must daliver

i%s comeract ca2pacity o 23&E drrizg the pezk hours of The Dear
mozths subjecst T2 2 20% fossed outage a;lowa:ce, =0 other perlorzazce
recuirenenss are imposed for <he rest o the year Jasizg the summer

Peax months, the 205 Zorcec outace limization ané tThe menf"-eme::

0f performasce according to deliveries meazms thaz The OF mus
Celiver: the contract capacicty a2t least 80% of the pezk houss, <hus,

achieving 2 peaX per ‘od capacity factor of 80x d"-::g the stmmes

montRs. Duriag <he -ﬁgz of Thepear the QF is = pa-c o= capacity
- — e ety — S A % . > ——
accoréing =0 how mucnk_éaie__ve_ec bL* c=here is no n-s:eq, sad

perzormance level that must be me<x.
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Taéer QOption 1 +the QF is Cispatchzble and has its perfozxaxce
Judged accorcizng 20 its avzilabilicv or abilitv w2 deliver wheseas
under Optioz 2 the QF is not Cispatchabnle 238 has its perfocmazce
Jjudged according w0 its guiput Or a2ctual celiveries. Also, under
Option 2, perommance is orlv jucged curing the pe2k summer mozntks
waereas unces Opsior 1 tbeg; ase cestain vear-round reguirements.
Apart I-om these basic differences The remaining provisions of

Appenéix C are, foxr the most par=, icemutical for both op=io=zs.

These provisions include a2 limitatioz oz contract Capicicty price
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used <o calcuiate (7 28 wmder eivzer eption of 100%F of 2G&2's
shorvage sosts.
Adéitiozmally, to qualify for'fiexm ™ = 77

L2 - g -
- —v—— —— e am——

Cepacity payments, outages for scoedtl imsensnce (i) eca=mmot occTr

withizn the £irst six months of operazion, (ii) cazmmot ocewr betwee:n

Moy a=d October unless otherwise agreed o iz writizng with 2G&E,

- Ve

.

cennet be miertakern without six nonsiae’ drior wrivvten et
vy

erster éispascher, and (iv) cammoT exeeed 2 woTal of 33
€eys iz any 12-mo=tiz period. 3osh options perzit

d p—
- oty W CS-P c- vy ?2-.' me:‘:s

~H

£
—
-
-

To contiznue Curizg ~whe period allowed for suckh scheduled maliztezance.

Section C-2 0f - -
Appendix C governs falilures 40 meet the xinimum perforzexnce
recuirements. Isseotielly, %his sectioz zypiies (1) if am Optioz

QF fails <o nave 27 leagt 30% of its sozmtract capacity available
wvemd on

wring the peak hours of the pesk sumer mozins o the 2llowehle percestace,
TAine im0 acTount mroperly acrmilates 2llowances for fa:ceicx:a;es,é::

- - ——

ocher monpeak mommhs T Ge aee (15) i€ an Opwies 2 OF fails =
195 cozvrast cepecity 4uring The peax mowrs of aov of

< ‘- d ¥ * e
for whis foilur

Laure 1s other <han 2 forced outase or forceﬁ?:a:e**e,

Geliver a= Seest 80% oF

-

Probatiozary period —ot To exceed 15 mozths. I 2 QP ceax pees

izimux reguirezexnts {uring The prodationery peciod, PGEE will
Tte QF 2l capacity dayments suspended during <he probationery
gnd reinmstavte rcegtlar capecity paymests. 2 2 QP cannot meet the

2G&ZE may immecdiavtely suspend The peyment of sapacity charges for




A2.82=03=26 ez al. AIS/vEl

sinimum sreguirements Guring the prodaiiosasy periol, PGAS v cerate
the cOomTract C2pacity to either ac:uaggga’é Teasozzbly expected
celiveries, with the gquazntisy bv which <he capac;ty is reduced being
subject o terxizasion provisiozms. I£ -h failure <0 meet mizdimom
reguirements was caused Dy 2 forced ou e.ge, the QF will haze ne't

rc&%pac; v pavmezts el Lo «he month iz whick this

circumstance occurred. During a fosce majeure, CIPACLTY pRyvmenTs
will be coztizued for 2 period of 90 days Zollowing the OCCuTIgace.

PTizally, PGaZ's Appexcix C provides 2o special provisions
for amy technology other thaz hbvéroelectric projects. The o:ly
sepa:a*e provisions for 11 hvéro QFs feal withk <he devermization

£ che QF's mozthly capacity rating. The procedure Zollowed DV
PG&T mizrors the reguirements 0f D.82-01-103, Zi.e., with <he averace
érv vear being based oz the average of the Ifive years of the lowest
anneal generation as derived from S50-vear zatural flow datza. The
small =véro QF is otherwise required <o meet the minimum periormance
reguirements £or either pavment opt=io= chosexn,
(1) Rositions of <he 53-:;’ﬁ

Duriac <he hearings /aad in briefs, both criticism of

ané support for PGAI's performance reguirements were voiced.

Generally, IZP, whose views were shared by the State Zzergy Task
Torce, founc all of the utilities' ZIoposals Too rigid a=md, like +the
. . . . WA uaabb‘oc_ - .-
CZC, endorsed statewide periormance sStancaris Shew—dme D0Te Ioexible.
IZD asserts that DGAI's offer improperly excliufes wizd and waste~TOo-
enexgy facilities bv imposing overly strict performance standards

.-;J'?G snes forcecd oz:.‘:aqe as anv ""age restlicing from a design
celect, -:acec;ate co-e*—uc %, Opes2tor error, Or 2 breaxiow= of
<he mechanical or ele ic eq"~pme:: A : Svlly or pastizlliy curwail
+“he electrical outpul o‘ the QF.
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IuTing swmuer peaX pesiofs ané inflexible schefulec malizZtenance
Tequirements. Other pasties, izncluéing OV, Calcoges, and Kizmbesly-
Clark, however, encorse PG&Z's approach which allows pesfocmance %o
De nmeastured by availability 25 well as energy production. The
“2£Z concludes that, with ceztaiz modifications, PG&Z's Option 1
is a2 rezsoznalle nocel for az offer basec oz availability.

Pesties botk supporting and disputing PGaZ’'s genersl
a»proach, however, also had & zuxber of specific recommexncazions.
To begiz with, it was urged thzat pzyments above L00% of 2G&I's
snoztage Costs should be offered ©o QFs whose pesformance exceeds
the operziing standards normally expected of PG&E plants. The
st2ff suggests that payments should be provided up o 125% of PG&E's
;;g;ggg‘ csts ané shotlé be caleoulztel accordéing o 2 secommenced
Zformule Zor an additiomal capacity credic. “2£f also suggests whet
PGLZ's definition 0f dispatchabilicy be nolified ©o give tiae uwtilicty
che zight ©o0 reguire only increases, 2ot cecreases, iz a2 QF's
operation and to limit &ispatchablilicy €0 on- 2né mid-pezk pesiols
=é emergencies.

ZZP? and other QFs ask that statewide maiztezance staniare€s
be adopted which wourléd allow (2) hourly use of the allottel <tinme,
() az additiomal 45 days or use of acoumulated uzused days every
<hree vesrs Loz major overhatvls, and (o) motice recuisemen=s ralazed
<0 the amoust of time 1o De usel for The ouzage (i.e., 24 hours'
notice for 2 maintezance perio€ less than 24 hours, seven cavs' zotice
for mzizntezance In excess o 24 hours, and six mopths' notice for Lol
major overhauls). The special seeds o waste-to-enesgy projects Ehéf
regquire 55 dayvs a2 vear for maintenance should also be recognized.

IEP ané the staff also argue that 2all czpacity paynents
should 2ot be suspended during PGEIZ's probatiozary period. IEP
cestified during heariag <nat such 2o izntesruption in cash flow

gt et mmsms
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could cause 2 QF Lo fail 4o meet its dedt service obligat o_s. 30t
the staZif ané IZP recoxmend that cusizg the probetiozary pc--oc <he
QF De paié Zor the actuzl level of capacity perfocmance it cax achieve.
the enc of the period, payvments shoulld be rseinstzied based on the
sevel of operziion a2t wihich the fzcilityv can reliadly perforzm. S=ta2fs
states that the capacity payments suspenced Zor the capacity actually
gelivered should include an 2llowance fo- Zorsed ottages.
izally, 2 zmumber of the parties recommendé that 2adi s:me:-s
be made in PG&T's z2pproack for szall hyvéro 238 waste-to-energy

facilizies. S=t2ff comecludes that sSince the contract C2pacity of 2

smell owéso facility is based oz the zverage o f:veiﬁ;a:s low flcw
guring peak moznths, such a fagility should not be Zusther pexaliz

for f2iling +o meet PG&I's peak availability sta=dazxd in veass whez
flow is less than <he five,§3a: average. Staff rsecommexnds that
PGSE's performance factor, part of the paymext calculatiozn forx
Option 2 QFs, shotlé be set 2t 1.0 iz establishing the mameplate
capacity for small hyéro ané <k the peak availability requirement
should be waived.

TOor waste-to-eneIgy projects, the staff asrxs the Commission
<0 consicder developing over the next veax the proper cata axé
methodology Teguired Lo base CapaCity DRVRLSITS <0 waste-to-ezergy
projects on the combined performance of 2ll suck projects cusiang the
Deax mozths. The group pecformance would De compared to 2 utility's
baseload plants and the individual waste-to-energy Zacility would be
paid according to its perfcrmance 2s compared to that of the group.

(2) PG5Z's Regmonse

Iz its brief, PGEE asserts that the provisions of i<s
Appendix C are iz full compliazze with the OIR 2 decisiozms. Omly *o
accomuodate QF development does PGLE suggest azy modificatioz of it

approach. I particular, it is PGEI's opizion that 20 ziéjustments <c
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its minimum pesformance recuirements are necessary Sor specifi
techaologies, such 2s wiad or solar, sizce 2 QF whick caznct meet
those recrirements is less valuable to the uiility thaz o*‘w“ca caz=.
Further, 2 QF always has the optioz of sigming 2= as-ava-_able
coztract whick was specifically designed tO accommodate Tesousce
uncesTaintTy. |
With Tespect to pavmests above 100X of PGaZ’s shostage
cost Zor QF”s wiose performance exceecs That o utility plasmt, PGEZ
argues :haz suckh 2 prymex=t should ozly De made TO Q?s That ca=
actuzlly outperfosm utility combustion turbines 2aé ozly 1L They ca=
do so on 2 cozsistexnt bDasis. PG allows QFs to have 2 “’*be-a
20% peak periof Zorced outage J2te under iTs standard ofiers but
tencs that Its own peaking uxnits have Iorced outage rates that
c«ﬁ-ww:‘\ s SR rore. for OFs o rece: res im
&, ~ess than this, Therelore, Zor QFs <o receive payments II excess
the combustioz tushine shortage CoOst Proxy, they Zust outpersozx
<his hicher stazdard of the combustion turbine (i.e., a2 10X or 15z
OLMCI, “mnt Qerlorntte.
forced outage rate). Fusther, thev must conmit oAac,:hcs-o: )
consisterxt basis. ‘
<he issue of scheculed mzintenance, PGaz contends that
the standari offer should 20t become 2 "lowest cormor cenomizator®
contract which is stresched +©o acoaxrmizze: speciiic technologies
that cannot meet reasonable reguiséements. Tor 2 QF which camnot
meet PGLT'S regquirements, 2 special agreement O an zs-available
comtract agaim is always azm optio=. PG&I is willing, Dowevaer, <o
2llow 2 QF when it enters the cozntract either (1) 4o take ozly 2
portion of the 2llowed =umber of davs per year for scheduled
mainternance and combine the remaining dzys over three vears into
maintezance periods for major overharls or (2) arrange 2= averace of
35 days per year over the life of the coztract 2llowing ar iacreasing
umber oL davs for maismtezance as tThe proiect ages.

- 29 -
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PG&Z is also of the ¢piniozn that 2 prozktionary period
of 2t least 15 nmonths is aecessary to allow PGaI tO assess she level
¢ capacity =he ¢F caz reliably deliver or make 2valilable during =<he
peak months after it has failed €0 perform. PGal is willing, however,
to redraft its provisions covering the suspecsioz o0f pevments durizg
this period iz keeping with the suggestiozns made by IEP during
hearings.

Specifically, PGal proposes that tnier Option I,
T Sells <o meet The minimurm performance recuirenexnts, It
contizue =0 Teceive capacity prymexts Zor the amou=t of &ispatchabl
capacity available guring the probationasy period. IZ£ after <the
expiration 0f this period, the QF has not cCemonstrated a= abilicty
=0 provide its £ull contract cepacity to the uUsility/ that capacicy V//
will be derated and subseguent mozthly paynmexnts limited to the new
contract capacity. The amoumt by whick the QFs capacity is reduced "
will be subject 4o termization provisioms.

Tor Option 2 QFsS, =he same OppPOI=Lnity ©O earm C2pacity
pavments Suring the probatiozary period for the amount Of cazpacity
actuzlly delivered will be provided. I£ the QOF fails o Celives the

Zull coztract czpacicy dusing each of 4he £ollowing vear's peak \//,/
months, the contract capacity will be derzted to the lowed Donthly

amount of capacity actually Celivered curing the pe2k =ths.

The lost apac;*v will again be subject o termination PIOVisioms.

Alehough PG&E claims +to disagree with <The st2ili's
POSition On CapAcity pavmexnts to small hvédro QFs, its cone lusions
2ppear to be iz keeping with the recommendations L= stafli's briel.
Specifically, PG&E concludes:
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Evéro Qs which have their

cagacity ratings tased oz the
five Crv vear averace should
N0t have thelr capacisy
terminated or derased when
thelr failure =0 mee: <he

ainimum Perfosmance
recuirements is cue solelv <o
Tae occurrence of 2 dryv vear

ey gy A

whick is drier = The five
dry vears average.

dSuring ‘'drier’ wvear
condicions, capacizy zavment
=0 hvérso QFs should be
susoended. Sa&CiTV Savments

°hou-d resume, at The conzracs
Price, when hvdro c¢onditions
ouce acain 'eaca the level

usec to determine <the capasity
razing.” (=G&:'s concursant
drief, a2z dages 31-32.)

n Standazsd Offer No. 2 Parc I,

SO
3 (Geﬁe:a_ Te-~s ané Condisions -~
iiability) and Appendix 3. 2
Tizm Power ?u:chases)

LoV Pavments fo-

Inlike 2GaZ, whiek offe:s Pavmenszs

saseé on
Provides

the QF's energy :

availabilisy
only one dasis of
rocucsion.

enercy producs
Pavmens for

or

a f;:m

o cazacis
=, Zaison's standazd
dower purchase -
(& condnued naxkr Qage



3asically, under Edison’'s firm capacizv offer, the QF is zaicd
aceozding £0 ies output Or cajacicy factor. In adéiszion,
emergency availability is concilered.

The QF's output Or crpacity factor is saken into
. . \~eMad e .
account in two wavs in the payment provisions een i Appendix 3.

3

of Zdison's Standard Offer. 7Tirst, ~he QF is pail more Ior '
achleving 2 higher capacity fact omﬁj;"a level ©f kWh output that V//
is 2 higher percentage 0f =he maximum DOssible KWX oustput given

the kW contract cazacisy. At an B0% capacicy Zaczor the QF

is paif 100% of <he per Kw capacity price Zor each kW of contracst
capacityv. At hicher capaci=zy factor levels, represextiag

performance in excess 0f =ha:t Zdison's planzs, the drice paid
per KW is escalated further, up %0 2 maxinum of 124% of zhe

basic per kW capacity price Zor 100% capacicy factor perxforzance.

The second way in waich oustput is tazken into account

i5 through Edison's"huzcle factor”. If a QF ouzput £alls below 2

50% capacity facstor (:be "huréle®”), its capacity payment 1s cut

in Balf for that period. Iéison claims <that this huzéle factor takes
inso aceount QF rseliabilis q}gg;cause QFs «hat o not perfora wischin

a2 certain range (greater +han =whe hurdle) ace less rseliable ané less
valuable

The "hurdle factor” is the only aspect of Zdison's

Qffer what indiregtly zeguires & p:esnecifieé _evel O outIut. ~S

oted earliez, under PGaZ's output-nased option, QTS musT meet an

80% summer Deak ousput reculrement Or Zace probation and terminaczion
of all or pazt of cheir contract capacity. Eece, QFs nust deet 2

50% output level in any montk (ROt just peak sumres aORTRs) or their
pavments are reduced. Under the Edison scheme, termination penalties.
wouléd not a2»ply.
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Séison's 0ffer 2lso has an emersency avaliladilicty

L X

-

recuizement. Imergency availadilicy is defined iz <ion 13.2

At Zéison's secuesst seller shall,

wiehin 30 =minuses ©f such ceguest,

make all reasonable effort to deliver

POwes at an eaverace rate of delivery

a2t least ezual to the (contrace)

capacityv... during Deriods of%

emezgency.”

If <he QT Seller fails =0 respond, its capacizy
savmeass are reduced bv one-half for zhe six monils following
she reguestruntil Seller demonstzates (the) 2dilicy <0 deliver

Sull capacisy pursuant <o Secsion 13, Part I, or until ez

responds €0 a subsecuent recuest for £full capacity, in whick
case the six-monsth cagacity pavment zeduction shall be waived
for =he remaining reduced pavment nmonthly billiag periods.”

. In 2all cases, however, =he reduced pavment will z2pply tO the
ponth in which the Seller fails to cesponé <O 2 Capacisy Cecuest.

Iz addition <o these reguiremenss contained in

Appendix 3. 2., Section 13 also provides that 2 QF whicha fails =0
respond tO an emescgency when first recuested Dy Edison will not

have its capaciszy savments reduced. Eowever, after <his inicial

recuess, whether complied with or n0%f, anv subsecuent Zalilurze by
e /
in -

existing six-month reduced capacity payment period will extend
that period to six months following the latest Zailure.

- gy -

zhe QF <0 comdly wish a recuest by Zéison will sesulct

| B4
1
oo

afo:emenzioﬂg 50% zeducction o0f capacisy savments speciiile
Appendix 3. 2. PFailure to comply with a reguest during an

-

=3ison con=ends that its "zvailability factez”
provides 2 speci%ég waydoij?aluing QT emergency availablilicy, one k//
Q(u.\ﬂ:
£ the factors that T.82-0I-103 Gwmen—ivr <0 dDe zeflected in =h
A

-—ae  mearw
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Zizn capacicy pavmen:. "he avall ;l;:v Titerion is somewkat
nalogous oo the availability required uader PGal's dispazchadilisy
Ption {Option 1) except that there is no a2llowance for Zforzced
outages as in the PGiZ's exanple, and uncer the Edison's ofler
the recuirement is a2 Dart of an output or capacisty factor~besesd
pavment scheme.

Edison's pavment forsmula also reflects adjustments
=0z schecduled maintenance. Spesifically, Zdison allows 2 Taxizuz
o< 480 hours (20 cavs) wer vear for schecduled maintenance ané an
acdéicional 1,080 consecttive hours (45 €avs) once every three

vears for major overhauls. In Pars I, Section 8.4, 0f its offer,
Zéison defines ceasonable acdvance notice 0f scheduled outages,
including anyv zeduczion in capacitvaval ab---.v>,as 24 hours Zo:
an outage of less than one day, one week Zor an outage oI one dav

or more, and $ix moanths Zor major overhauls. The off-pezk hours
2ze =0 be used for scheduleé and routine maintenance and tae QF
is rfeguired t0 m2ke reasonable ellforets to limiss its outages
during on-pezk ané nmid-peak periods.

(% Posizions 0f «he Par=ies

Yany of the parzies Zound the same ceneral
shortcomings in Edison's offerx as PG&Z's. Tor example, Qs
comslain that here, 25 in the case of 2G&I, many periformance
reguiremenss azre zigid, "all ©Or noting” Type Ceguirements tThas de
N0t adeguately reward partial perfornance.

In adéition, 2 nunber 0L specifi riticisms of
Edison's offer were raised. In particular, several QFs complain
that Edison has falled to make an offer based on availabiliew
similar =0 PGaZ's taff agrees that Zéison should have an
availabilizy op:ion. =2 st2Zf's view, whe forced Outage rasze
is =he prover perfcrmance crizerion under such an op=ion. cafs
2250 contends that this availabilisy option should rellect, as

Edison’'s curzent "output” offer does, a Zigher savment for operation

- e

Detter tha Edison's plants.

- e o ¢ ey e pe——— - et

S ree— ma PN . e e -—

PRty e m e o ay am mn——— ol PR . m. - . [ e e— S8 et S om——
e . I T
®  pmamt ivme e emmsEes e b TE A seberammea. -




A.82~02-26 ex 2l. ALJ/3<

QPs noxe zhaz whereas PG&Z's perforsz=ance
recuiremenszs would appear tO exclude =teChNOLOfiles that canmo=
be dispacchadie (Option 1) or mee:s an 20% summer peak outyus

ecuirement (Option 2), Edison's offer would not exclude any
cechnolocies. In other words, undes Zdison's olfe:z, there
world be no lower limit or absolute eligibility £oz the f£im
capacity ¢ontract, as even QFs that cannot deet the availabilisty
ané hurdle factors wouléd ceceive some s2pacity pavment, however
small. Still, manv parties object =0 the hurfle and availabilizy
factors 25 being tooricid and harsk. The deletion ©Or adjusTent
0f these Zactors is cecommended, particularly for gsertain
Tecanologies.

Stafs obsarzves zhat Edison's own plants woul
have difficulty meeting a 20-zinute response tine fecuired by
Edison for QT emezgency availadility. Instead, stafif arzgues thac
Zéison shoull only recuire that 2 QF make reasonable efforts ©o
respond +0 an energencyv a2s sSoon as feasible consiszent wish its

-

capabilizies. COMA 2lso agrees tia<t <cechnical Zfeasibilicy iz zthe

. or .
Droper criterae S0r meeting anyv emercency ané acgues that lack of

emergency availadility shouléd not have suck a =ajor impact on
capacity Tavments since it <Cepresents only 2 sxzall fzaction of 2
usilicv's total avoided costs. IZ? suggests that The availabilicy
factor shoulé not De apolied to 2 QF on Sull or parzzial forced
outage which has notified Zdison in aévance.

=EZ? recommends =hat a slicding scale be used
in applyving the hurdle factor rasher +than 2 single 50% capacis
factor cuteff. IEP contends that this sliding scale will better

e o by L

flect the actual level 0f capacity the QF is constribuzing %o

+he svstem. The State Energy Task Force voices the concern thas
nei+her the hurdle facsor nOr the availadniliey Zacstor is applied
to Zdison’'s own 3lanzs anéd what these factors reculre QFs ©O neet

2 stricter performance test =han uzility Dlanzs.
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2f the availabilizy anc huzcle Zf2ctozs are =0
Se adoprtec as proposec Dy ZEison, sevesal of tThe parties vrse
=hat zhe availadilicy facszor be weived for solar (bo=k solaz~
thermal 2nd solar-photovolsaic) ané wind zechnolocies, with
winé's nameplate capacity dDeing deczated Dy 20%. IFor ceasons V///
similar to its suggested mocificat: ongygc'“'s osfer for small
hyézo, staff recommends shat Edison's period capacity, hurdle,
ancd evalladilicy factors bDe set 2t 1.0 for hyéro QFs whose
capacity ratinc is based on che averace of =he five Zowes:t flow
vears. oz waste-~to=energy Drojeczs, IIP ané the Californi
waste Managenment 3oard 2sk that these QFs e given 2 longer time
O CesPOonc tO an exmergency consistent with the zechaology (eighs

hours) anéd <hat the calculation their capacisy pavmens 1ot
includée the nurdle factors.

‘D Most parcsies endorsed Zdison's basic approach
<0 «he allowed «ime and notice for scheduled maintenante. T2,

for inscance, recommends Edison’'s offer 2s a model for stazewide
scheduled maintenance standards. IZ2 would onlw modilv ""son s

language by inacreasing the vearlwv allowance for scheduled meiaze-
nance to 35 davs. DOz waste-to=energy srotects, =zhe Califozaia Seled
Wasee Management 3o0aci again recommends a veaslv a2llowance of 355

davs '

12) Ziison's Resoonse

~ike 2GaZ, Eéison delieves tiaz its perforxance
critezia Zor Iirm capacity pevments fully comply with the OIR 2
decisions. In parsicular, Zéison asserss Tha+t bozta i- avail=-
ability and hurdle factors are reasonable. Zéison argues <hat
QFs <that cannot consistently achieve 2 capacizy factor above iz

50% "hurdle” are less celiable ané less valuable azéd thev siaould,

-he-e‘o'e, have thelir capacity paymexns resuced as Edisorn does ic

iz (ﬁ-aﬁda-c ﬁ fer. Similazlv, Téison believes Zhat 2 QF ahars WO

nc. avallasla é: ing emercencies ic less valuable ané th2t =iz
LN «<c> ’
azrants secuced cadacisy mavaents.

™4 - -

——
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ZEison cues that the emercency . availabilisy *,
c.&s.a\ OO QLT WADLSE o sxm\c.v -%A\Mw N X
Tecuirement IS aporopriate even ré—ewe_4;;.;==L:-cw* Dlant SOk~

- e e vy

WSO e me s ANC -a—a~;.+4b15 anyg 2 the QF V//

»laat are twreated differenclyv. ZEison conzends thast it is
aporopriate ©O treat the wwo d;ffe-e“-;: since they have Cifferent
obligasions. The utilisy, by virsue ¢of iss reszail franchise, as
an obligation £0 serve customers at 2all zimes whereas the QT has
10 iagcentive Devond price O serve IZiison's ratezavers cursing
emercencies. 2dison

1]

onsencs whe 30-miznute Zesponse time

-
0
-

Thast it rTecuirses for

n

ergency availaniliscy is reasonable ancd

b8 u

that any adiusthenss <o
on 2 ¢case-bv-case Lbasis.

is recuirement saould only be considered

Z2ison does offer o modify the anplication of
its huréle and availabilicy facstors for speciiic technologies.

1

8

sarcicular, 2éison has adopted the adjusthents sugcested bV
. the staff for wizd, solazr, ané hvéro witch the exception ©f retain~
ing the period camacity factor for small hvdro =0 permit the
apacizy pavment o be based on actual performance.
Zéison also states that it is willing o zayv
QFs in dollars per KW per moxnthk based on availability, but ozly v/
if che QF is fully dispaschadle anéths reliable as Zdison's
cenerating resources. According w0 Edison «his dispaschadilisy

-

ané reliability will zeguire (1) an accurate measurement oI QF
availabilizy during each time period Zforz each season: (2) dezailed,
accuraze, aad verifiable QF records with periodic company review
0 determine 2 QF's actual energy production; (3) a QF being the
functional eguivalent of an Edison combustion <cusdime or <he
uwrchased power used Dy Z4Lison to develop ius shortage cosiss
(4) a QF'c performance beinc Deasured Individually and not in the
aggregrate; and (35) £cll dispaszchabiliscy permitting the usilisy

2% 37
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=0 inc-ease anc cecrease ceneration. AS ILn =he case of PGiE,
swafi disagrees with this view of dispatcmabilisy ané recommends
toat Zdison saould not have sole Ciscretion over 2 CF's operation
anc shoulcd be allowed only =0 reguire iacreases in 2 QF's procuc-
Tion or availabilicv.

In ecocnition of the wide variation of QF's
scheduled maizntenance Zdison endorses nmodification
0s its standacé ofler o a_low more flexibilicyv in scheduled
maintenance allowances. Specifically, ZTéison will provide 25
cavs of schedule¢ maintenance Der vear aad a vear-to-vear acgoual
©< unused maintenance davs, not =0 exceed 45 davs

€. ©SDG&E Standazé O<ifer for Firm
Cazacity, Section 6 (Purchase
Price ©f Enercy amé Capacicy) and
Exhikzic C (Capaci~v Pavmens
Schedule for Pirm Cazacicy QTs)

SDGAE ofiers Two pavment options =0 QFs signing it
firn capacisy contracs. 3oth oprions, se:t forth in Exbibic C of
che offer, 2are based on energy production, as oOprosed <O avail-

Dility, ané the choice of capacity pa2yvment 09%:i0n is limised by
the payment Option selected for the QF's sale of enersgy =oO SDG&E.
IZ a2 QF elects energy Option 1 (as 2vailable enerzy), it will be
P2ié for capacity only ascozging toO capagcicty Option 1. A QT
Sh0o0sing enersy Option 2 (five-~vear Zorecas:s) can be daié for
capacicy uncder either capacizy Ootion 2 ¢z 2. The <wo oztions
for capacity Pavmenss are based on two different peszforzzace
cziteria which must De met £or payment.

Undezr Option 1, capacity paydents are made on the V/
basis of the QF's output Or energy pfodaazéaéiactuallv Celiverzed.
A Qg# star wiszh 2 certain levelized annual capacisy Drice is doll
Per kW which varies depending oz the length of the contracs :ha:{NaQﬁ:
Y Mo:\(x\.

ohean signg ed-sok and Eaf;f-vea.'?e-s e, This annual Price is \//




spread o &ifferent houss wisckin the vear basec on & "supply Zaczor”,
an allocztiom factor that values capacity more during seasonal or
caily peak demand hours. The zesuluing £/kWa capacicy prices for
ifferent time periods are z2id 20 =the QF for all the kWh enerzgy
ortput that it provides ia eack time Deriod. There are no pre~
specified outpus or availabilisy perfosmance levels that must be

me=. There are no condisions eF or limitasions on scheduled o
maintenance.
cion 2 is entitled Pavment by Cadacity (S/kw=-moznth).

Uncerx this option, Davment is based on ors ": or capaciszyv factor

ch‘¢5 Y=o 47 an AT
ané ce.- in peak »eriod per o*maﬁce,eeoeeeemeazaamas. Se met. The

zion 2 monm=thly capacictv seavment eguals <he »rocducst of the
Ecuivalentc Capacity Tacteor (ECF) and zthe appropriate $/kW numder
in the capacicy table again desermined by the lengzh of the con-
tract ané she QF's operazion date. The ECTF is caleulatzed as f£ollows:

ZCF = Q x A
C x (2~5) x R

Under +«his formula, Q represents =the delivered energy in kWh &
nonthly on=-peak 2nd sexi-peak time periods; A is a momthly capaci

b iy

allocazion fackor differentizzed bv season: C is the conzrace
capacity; E stands for the tozal nonthly On=-pe2k ané semi-peak hours:;
S is a QF's nmonzhaly scheduled maintenance during on-peak ané seai-
Deak hours, whics is not to exceed 75% 0L Z; and R ig the reliadiliewy

- e m - Y

0 SDGAE's system alsernative c£adacisty souzce. 2 cuzrently ha2s 2
2
value o 0.85. /ﬁ

aZ bases this 85% zeliadbiliszy on its own peaking plan=s,
h it assects have, 2= most, 2 15% ouzage Tace.

-
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™o e zaid under This formula, 2 QF xuss (a)‘delive:
enouck output duzing Deak aad semi-peak hours of the zonth so =haz
che montaly ECE is grezter zhan 0.5 ané (b) schedule dutages at
least six momnths in advance during peziods acceptable tO SOGAZ.
Scheduled ouzages must not exceed 720 hours (30 days) in any
l2-ponth period. Agreed dates for scheduled maintenance cannot
be changed without notice.

—f «<he QF fails o meet the mininmux periormance
provisions ses forth in Ixhibit C, SDGAZ will immecdiately suspenc
or reduce the capacisy pavients o0 the QF for 2 probationazy pesiod.
The =erms ané conditions of tnis suspension, set forex in Section

6.5 0f zhe s=zandazé of aze siziler <0 those in 2G4Z's standaczd
offex, exceps that the p:obationa:y Deriod is not O exceed 14,
2s opposed +o 15, menths.

(1) Positions ©f «he Parties

Unlike =heir response to the offerzs of che
ozhes usilizies, 2 number 0f QFs, cenerally rzepresezted Dy IZ7?

- b [

endorse SOG&aZ's approact and urge i:s adopzion for bdozh &Z ané

——e

K.
Séison..~ ~ IZ? believes that SDG&E LWO~-ODTLON conTracs will

-t um - ey e

. . N --'P'.» RN f.\.o'« =4 raremcth
appeal 0 2 wide variety oI QFs. ::r—bo-aua&-ebe:h 5wa;;:§
resognizes the valuable contribution which 2 QF can zmake o wh

- -

ueilisv sveten just Dy sigping 2 long~term commi:men:. ALThouch

iy

o
-

-

couldé achieve & 2ighes pavment agreeing To The MmOTe StIiag

- vy bo-

reguirements o= tion 2, 2 QF who agrees o Opsion 1 will receive

Sesdpas an =

3ﬁV IE? specifically suggests tha- PCaE's andé EZiison’'s offers
wou_d be acceptable i1f an option like SOGaZ's Qption 1 were
. 1so dars 0f <hose offers.




~.82=-03~2€ et 2l ALS/3%

a pavaent L5% Delow T2t a, an Cp=ion 2 QF sixmply DV ZmBKINEG & v
~Ong=zers ccm._me--y —'-J . .
g meed T e e
ciencies *nhca;;a.n-eeggeoac~ b= e Zoinzed otz &r-*xx'
SOG&E does not have an ap.- = (such 25 PGiZ's) which values QF°
. Dezformance based on avail pilizy razher =han enezgy production.

-?&: TTNe g e it was claimed that SDGLT coes 20t “
o allow payvment above zne 100% shorzage cost  level Ior QFs zhac

exceed the pe:fo:mance of ueilicy plansz. Sz2fl gontends zhas

under Opzion 1 g/kWn pavmenss, & QF tzatc achieves 2 100% capacity

fagc=or, a perifozmance level cwer =zan uziliey plants, will only

e o -

receive 100% of <he combustion =trbine Capizal COst Proxy, noOT

some higher level. Staff would have zhe Option I QF rzecelve
100% of =he shozsage cost proxy for £0% capacity factor L*pu:,9~ \///
ané 125% for L00% ouzpus. imilezly, unéer sion 2, st2ff would
. have the QF zeceive 100% of <he capac::‘.:y price for an 80% cagacic
faceor, zather =han £3% as now specified by =he zeliadilicw Zfacsor,
R. Use 0f =he 230% standaré by szaff iz bdased on their estimate oF
the average reliabilizv of SDG&Z's plants o i=s system 25 a wiole.
Nome ©f <he pazties suggested any 2éjustments

"

20 SDGAZ's pavmens options Or periforzance reculrements for speciil

b

cechnologies. Comments regaziing PGaZ's suspension O paynent

1

srovirions and scheduleZ maintenance allowance were egually apzlicable

iy

<gF7 Qs undez Option I receive 100% of =xe S/k annual capacitv

price £ox 2 100% capacicy facxor du::ng veas, while QTs
under Cotion 2, bv virstue of <=he "R" in =n Zormula list

-eb b \-—
anove, zeceive 100% oZ %«ae S/kw annual capacicy 2zize for- an
5% casaci=zy factor merformance.

Ll
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L2) SO6%E% Rsomnce
SXG&E s willimg =0 modify Its Iizm capacity offer so

that the choice of capacicy optisn will ot be lizmited by zhe "ype of
energy paywment choset. Sowever, SOG&Z comcludes thet 2oth &
capacity paymexnt Optioms 1 and 2 are rezsomsble and comsist wi....
OIR 2. According to SDG&E, Option 1, ~whiel reflects az agg:chte
value of f£izm capacity and Iis Iintended for QFs whick are unab.’.e
or do, not desize To guerantee a minimmm degTee of gvailability, MRS

‘\"M:&Q. C\(a-.c?w.mw. o

N

will be 2 iseZ :“ =00l iz meking the stancdazd oflers widely
applicable o QFs. SDG&E ackaowledges, however, That the ZfacsTors
Tecized In D.82-01-103 Zor inclusion Iz & payme:.: for £izm cepacizy
are actually contained in £fts capacity payment Option 2.

: With Tespect to Optioz 2, SDG&‘: does not believe it is

4

v

AT WL LN
necessary £o have arn availabilicy op: &aﬁe—;—: the QF Is dispazchable.

SDG&E concludes that it would be ..mposs‘ble to mezsuTe availablilic
1*9
when it is mot based on acTtual outpur e “mst—be based on a DeastTe
o< forced outages and the pote.nt..al to -Q_oczuce ortprs. TFurther,
Ny V.‘.‘.-r\cc..,.
SDG&E argues that its Option 2 is 1 -u:ﬁ.‘iﬁ-ﬁﬂ:vgb-on- availadilic
Gt
4586 2z :eq:'.'.':es QFs to produce & certain amownt during pesk and

[ - . -

sexd pesk bours. o >~ Souys
Nazaliebiwis =—*§'°—.§f_n§z§'m ECF of 0.5 wnder Option 2 s a standard
o peak period reliability and avallability.

SDG&E disagrees with staff’s contezzions a2boul payments
above LOCX of the shortage cost. Tor ioz 1 Type QFs, SDG&E
argues that they aze less zeliable and tbe:efo-'e shorld only Teceive
maximmmn of 100% of the shortage cost for 10CL capacity factor out
(similar zo the as-available capacity payment). For Optiom 2 QFs,
SDG&E argues that payments above 1007 aze allowed for cepaszity Zaccor
performance abov%851. This 85% standard is based oo 2 couserva::.ve

¢-—'
assumption of $helr combustion turbize plants’ relizbility. z‘ao? -
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—
¢isagree with staff's use of an 80%L stamdazc/as It incozTrectly
is besed on systex reliabliilty zather Thaz peak oI plant Tellabilizy,

WSe oF e, L aie! S Az, I3 L D0t OTULTTe, \»  OrDO¢ 10,0 AUNGq eAY w'vy\.,,-’(\xg.\./
WMMM\ = TR e—Ded i et \/

36~te shortage COST PTOXY . OLPQOWN .
SDGEE offers no changes To its provisions goverzning
suspension of payments or schecduled maintemance. SDGSZ observes
that its scheduled meintenance allowance is already sufficiently \/
- . . O _ceOANCALNL.
flexible, particularly since the-TesTmictiomsPuly applies-we— /
maintenamce—conduered during peak and semi-peak pesiods.
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zequirements. PG&E's original propesal provicded char such 2
fallure would resulc in a ctotal suspension of capidcity »ayments
for up to 15 monzths. Icts mocdified aporoach, however, would permic
nayments f£ox capacity actually delivered during the probacionary
period with che poteatial of che original payment level being
relnstated or the QF's cansacity deraced ar the end of that ctime
depencing on the QF's performance during 'the peak months. I
the QF is umable To deliver iLzs oromised firm camacity, che
utility should have che abilitcy, as suggested dy 2G&E, to make thecs
deterainacion over 2 reasonadle period oI zime. Given zthe neak
sonth periods of all chree uctilicies, a probationary oeriod of
15 aonths is zeasonable o

wichin-zhas time, however, the QF should nos=
experience 2 cotal cessation of casa flow if it has & zavaeis
contribu-‘on'zg;make o0 the vtilizy's syscex. The comoleze
suspension of monthly pavments when tiis circumstance exists is 2n
unreasonadbly harsh pemalzy to impose on 3 QF whose f2ilure to pexfozm

nayv have resulzed f£rom its level of opzration during & single seak

aonath. To perzic the QF to concinue o de paid for capacic
aczually delivered during the orobactionary oeriod i1s & necessasy aad
reasonable pars of 2 more flexible serformance requir emenz.
We agree with PG&Z that the QF's abilicy <o

meet the mianinmuz perfommance Teguirements in seak moaths oilowin

its fallure should De used £o cCeczermine wihether 1gs original

capacizy payment will be reinscated or i:s comntract capacic 1L
derated. The difference between the contridct capacity and the jf 40
recduced capacizy iLs aporopriacely subject TO contract Terminacsi would
provisions./ Ia using this approach, no retIaactive :aymen:;dié:gg;7

ecessazv., 2? \Ben3d0pt staff'’s recommendatiom thaz, for the
capacizy actually celivered during the provbationary oceriod, 2z
allowance oxr credit Ior Zorced ouzazes 23 the level otnexwise

spesified in the 2greement should de i:cludedifr
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As-Available Capacity Zayments
Prior =¢ Tirm Canacitv Deliverv

During hearing one additional recommencation was
made by IEP wizness Philip M. Hé}k, which alchough nor strictly v”/
8 compliance issue, does resaze maace recguired under 2
2irm capacivy contract. It was = - thzt QPs under
firn capacity contraet who oroduce
before the facilicy is reely 0 ®
should receive 2o as-avalilable capacis
hev :
2 Jirm capaclity operations commence
agree iz general princizie with <hi
theoresical bYasiz which suprores
goes 2ot exist Jor

snerally : invoLved Lor
wouLl prodadly not have a large numher o

in tarteua“at<§Pe szme time, <There can be 20 aggresation of
e WS S e ety

N serve 235 the Tasis for the uwitility avoiding capacigg coste.
sugges that unler these circumstances o2ly az-avail%}e ene
parments saoulé be allowed. '

&
4 : -~ oy oy
<er reviewing IZ?'s

2 WO 02 Nas

O P
vy

(3
v(b b

capadle o7 reliadly deliver
of energy ané canaciti...,
the QF will be expegsed 0
vrovide capacity from thaw
date. I% the QP :
worepared v
capacity 2%
Dase, 2 &iff
shoull ve ¢h
anvicizates
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. paymexnts, SDG&Z suggests
2hat the QF execute a2n as-
avaizable ¢consract of shore
durasion <0 cove: The
veriod in whiceh vThe QP
anzicipases c:ar* up
difficulsies. When she Q7
is ¢onfident thav i< can
prov-.e Sirm capacicty, [it)
gan cozmence periorrance
wader a firc capacit:
contracs."”
adoptin
provisions will
be in conflict wi
:a:f’ 'Che U“-Q'" O.-
uwggestion illustrates the existing opei
the 9lfers we nave already approved.
2. Termination Provisions
While D.382-01-103 specificall; included gcontracs
termination as 2 factor to be reflected in firm cavaciczy offers and
payments, the decision set forch no specific guidelines governing
such provisions. The utilities have proverly responded o VIR 2 by
.ncludxng cerzination provisions in each of cheir firm capacicy
sctandard offers. Within these provisions are liquidated dumage
clauses intended o reimburse the uviility Zor unearned canacity
saymencs made 0 QFs and, in some cases, the utili:tv's coscs of
replacing the lost capacity. Cerzain of the offers place 2 value
ce . , .
o, and in -u:n; recduction iIn che cdamage amouaz/ fo;?advance
notice oI terminaction.
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e velasrd Ao
In addizion =0 issues gemeresed—oy the damage clauses of

the utilities' standazd oifers, some of the QFs quescioned the
application of terminmation provisions tTo a conversion Irom a
simultaneous purchase and saléfiégggéggkee 20 2 sale of su:plﬁé only.
The proposals of the utilicies and the views oI the other parties
on each issue are summarized below Zollowed by our resolution of
the particular issue.

a. Damace Clauses

(1) 2PG&E - Standaxd 0O
No. 2, Avpvendix D

2G&E's standard offer for firm capacict
istinguishes becween wwo types of termination: <cermimacion with
prescribed notice (Appendix D. Section D-2) and terminstion wichout
prescribed notice (Appencix D. Section D-3). The leagch of zhe
prescribed notice is directly zelated to the amount of the contract
capacity being terminated or reduced. This notice ranges from three
monzhs fox 1,000 kW or less to 60 =monthis £or over 100,000 kW.

Io the event czhe prescribed notice is given,
the QF temminmating its contract Is only required to zefund o
DG&E an amount equal o the difference between the capacits
payments already paid by PG&E aac the, total capacity
saymeass which PG&E would have paid based on the seriod of

- e
==eT

v
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the QF's acszual perforsmance (i.e7 Tepayment O overpawments in the
early contracst years that arise from levelizazion of the capacity
price). Interes:t is to be paid on =he zefuné at the prime rate as
sublished by the 2ank of America. ZFor the amount 0f capacic

terminated, the QF will receive, from the date 0f notice %to the daze
of actual termination, capacity payments bzseéd on the capacis
price adjusted to the period of zhe QF's actual performance.

. For termingtion without prescribeé nozice, a QF
S requirzed tc make =the refuné descrided above, as well as zhe
following addicional payment:

"Sellez shall pav PGancE & one-
time pavnent egual o zhe
amount ©f contract capacity
being zérminated times zhe
d;fference oeuween che curzrenz
capacity price on the Cate of

exminazion for a tezm ecgual
€0 the dalance oI the ternm of
agreement ané the c¢contracs
capacity price, pro-rated for
the length of nozice given, if
any, by mulitiplying by one
minus the ratio of she aczual
nundber (as set fortn in

aragragn D=2). In %the event
that the current firm capacizy
Price is less Than zThe conzzace
capacisy 2rice, no payment undecz
this paraczanh D=2 shall de due

icher Parsy.” [(Secszion D-B.)

v

in support ©0f its termination provisions, PGsE
points out that the levelized capacisy pavments made under 2 firnm

capacity contracs provide a steady revenue stream tO the QF with a
greater portion ©f the contract income heing received in the early vears. Wichous
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encotrage Qs ' Tions.
whenever a QP terzinates, even with notice,
zatepavers are damaced at least tO sSome extent by the urili
raving delayed or elizinated construction decause o7 a OF's availapilisy.
(3) SDG&T ~ Pism Capacizty
Tandaré Offer, Section

SDG&Z's firz capacit)

wRIeh 2% g i \ooke)
adéivional one~-sime ne i ; imation Payzent Zh~ The
maior differences i ; are 32G&Z's no:ic;
periods (ranziag froz 12 ¥W T2 50 monshe o 20,000
¥W or more), i{vs adopted
year), and its caleuwlation of repla

P - b a -
the lat<ser diffaerence,

2otk for

T e

tine T0 durchase Or ¢consvrucy
however, that only tO enhance
adopt a simple iateress zate of 12
while izs meshod for caleu
reasonadble, Its compliexicty nig:

sreflerably that susgested DY tThe 2Ialff helow
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tafs
The staif ination provisions a:z
designed o reflect the princi = (a) standard offers shoulé
specify <he consecuences of a Q ! 3 (5) =erzminstion
provisions should encourage QFs ¢ their contracts, dut also
eacourage the QF ©o drovide sufficient notice %o allow a vtility %o
replace the lost (e) damagés for ternmination should
De galculazed =0 L) zazepaver whole. Guided by
these principles, the st2if approacs that is somewhat
similar %0 those proposed bv z.
Specifically af! orses the distinction
between QFs wiich provide adequate notice and those which do not.
tasf adepis =b nocicé periods proposed by SDGE and the general
concept of the recovery 0f overpayments with interest calculated
at the prime rate as determinec by a common reference source.
According <o the staff, however, the addizional payment recuired of
fail .o give the minimum notice should equal = 50% of

.C-

-~ the 5;§*zayﬂnn. Ti—eaees=TT calculated without accrued

The full "penalty” should be reduced in Eirect proportion

£ notice the QF gives as comsarzed =0 the prescribed

£Z argues zhat the S2TUNT “GOh e noooot

e, no0t an uﬂceziié& f:.u
M
cost figure. Staff zherefore baegﬁ'
S S 1399*; eGusit, MMU SO ey ﬁgv«zcd

2
e Saced On 2 aumbser =That L KNOwn 2t «ae
iom
4

-

ik "
the revealliilolo Overpavment a-&r@u &Ahqnﬂﬁﬂf—ﬁ; wiCh coulé

be calculated for d.fferéﬁr.ermz“ tion dates at the time the contract
WaS
—==> signed.

cafl a2l
that prescribed dv PGiZ s
only to failurzes o celiver constracszed
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QF status Oz pertinent governmental authorizations,
permits, ané licenses. Wi respect to zhe latter Zfailures, the 15-
month period would provice time within which tO cozzect those
deficiencies without 2 QF zisking to%tal contract termination.
150 argues that a QF should not
requized to provide evidence of its ability to make potential
termination pavmenzs. Pinally, the staff recommends that the
tilitgies should &r&cd?kﬂéjé e;? examples in thevstandard offez of b//
the operation of their termination provisions.
(5) ther Par=zies

CMA urces that the stafi's cecom zmendazion of a
"50% penalty” for early termination be zejected 2g arbditrarv.
Accozding 0 CMA, the QF ané the ustility shoeld sudmit the macs
to arzbicration at the time 0f termination with the durzden on the
utility to show its acstuel damages. Other pagties seemll ©0 5uggest
that any ©0f thre proposed terminasion "penalcies™ are arbitrary ane
should be rejected.

ion provizions
is not one o determine Llice liance wisth QIR 2,
since our decisions cave no specifi
but rather the reasonableness o
LS evaluazion, we must ini i hat terminazion
shoulé accomplish ané whe<zher ions shoulé ze

sandazlized besween the uctilizies.

%

On the first question, we agree with the stafl
that termination provisions should encourage QFs to fulfill <heir
contractual obligations, provide reasonable certainty of the
consequences of termination, and make the ueility and its ratepavers
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whole. With respect 0O conzzacs s:anda:di:::ion, we conclude thax
there is no reason for the termination p:ov:s;ons 0 vary creastly

o _ o- va(ov-’-lm
oetween utilities wic :espec: to the basic reguirzenments, The

type of damages caused to a2 usilit I5 cerminztion would
essentially be the same for ghﬁé%; The= with the actual
amount of those damages differing depend;nc on each utility's
capacity »rices. Without suca.EZEEQEKZZ between termination
Provisions, & QF could be to0 greatly acvantace éisadvantaged,
£or no apparent reason, solelv on :
Zach of the u=tilis
idated Gamage clauses in @izzs of Such clauses aze nos
ltiec” as. azgued by some QFz, be . in fact an accepzed
method 0 making the party who ig not terminating waole. The
benefiss of a2 liguidated camace clause include the limitaczion of
damages to the amounts ©r formula prescribed in the clause ané
the parties' advance knowledge ©f how the damages for cermination
will be calculated. These characteristics of liguidazed damage
cLauses make them cesiradle and reasonadle for inclusion in a
ueilisy's standard offer for firm capacity.
We must next congider, however, what elements of
Perly be covered by such 2 clause
cribed some method for reimdbursement

reinbursemens

the energy fzom a2 QF.

arising from price levelization shou
tiliey.
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T0 calculace
same measure
o< cthe *eaajmeﬂ:)Q—-v//
ez consideration is the & Z% ©O De charged,
the amount refundec. We conclude that 0 reflect the
time value of money, an interest charge is reguired ané further <chat
such a charge should be desermined uniformly by <the utilities Dy
reference tO One source.
various suggecstions have DbDeen made, i.e.
simple Or prime & rates, we helieve that an appropriate
candazd is that used in relation to the ucilicties' balancing
accounts. Specifically, we nave adopted <he commercial paper rate
2s the chazce on funds held in the EZnergy Cost Aéjustmens Clause
(ECAC) balancing account. In doing $O we have nade these
observations: (1) a variable monthly interest cate, as opposed
%0 2 £ixed rate, actual market condizions; (2) compounding
0f interest Dbest the actual burden on the ueility and
ratepayer; (2) commercial paper is the lowess cost form of sh
term dorrowing available <o the utilities Zor financing unde:s-~
ollections; (4) the Federal Reserve Statistical Release, G. 132

L 4

is a reliable indicator ©of the interest rate applicadle o

-

commercial paper, prime three months; ané (5) zecognition chould
Se given 0L the higher cost of f'naﬁc.ng £0r SDGSE. (D .,_206,

3 Cal PUC 2¢ 197 (1980).) In D.91.2%6, baseld On these £:
PG&E, Zéison, and SDGEE were ordered <o conforcn
applicable to their vazious accounts =0 “the publi
Reserve Board three months Prime Commercial Paper rate (p’us

50 basis points for San Diego G2s & Electric Company)”™. (3 Cal
PUC 28 a%t 202.) We conclucde for reasonc similar to thoze rzecised

above that this definel comnmezcial papes rate is a geasonalle zaze

ryisd

. .. MXMC“ . , 'p//
to De 2pplied o the repavments regquired ©0F 2 QF wmt Terminates 143

-l

contrace.
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While we have found reasonable the utilicies’
provisions £or reizbursement in the event of termination, we muss
also consider whetber it is reasonable and necessary oz liguidated
.damages associated with a'utility's zeplacement CO3ts tO bde
specified ag well. MFurther, we must answer whether the amount of
the utility's damages should be recduced or eliminated by 2 QF
giving advance notice of its termization. We conclude that <=he
standard offers should include both such provicionz.

As stated by SDG&LE, with notice depending on
the amount ©f capacity being reduced or terxzinated, & utility
would have sufficient time %O replace that capacity, either
through purchase or comstruction, prior to the capacicty actually
being'los:. Although Ecison argues that the utilicy will iacurs
replacement COSts at any time there is a termination, this position
fails to recogpize the utility's abilisy to mitigate these costs
by being notified in advance of the’ termination. .

We therefore adopt the distiaction between
QFs which terminate with prescribed notice and those which do
not. The evidence in this case regarding appropriate notice
periods depending on the amount of capacity being terminated is
limited to the specific provosals made by PGEE and SDG&E. We
believe that such a provision, however, can vary between utilities
based on their best estimates of the time it will take them,
given their individual operations and planning, £O0 repilace the lost
capacity. We Rave no reason O guestion either SDG&Z's Or PGaf's

notice periods. 'Ediso%, however, will be directed tO prescridbe 2
v

table similar to, those gzili:ies prescribing varying lengths of

~
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notice for the amount of capacity being terminated up %o <he
maximum capacity amy QF could have. Thus, upon cermiznation, QFs
giving the prescribed notice will only be sequireé to reimburcse the
utility for overpayments. |

Por QFs who £ail to give the reguisite notice,
we f£ind reasconable for all utilities PG&E's approach to calcu~
lating the damages to be added to the refund of overpavments.
PG&E's formula is less complex than that used by SOG&E, provides
certainty with respect to the QF's £f£inaancial obligaszions upon
termination, and recognizes the value ©0f notice which is actually
given.

PG&E's proposal, however, reguires oOne
modification. Under the terms 0f PGiE's o0ffer, 2 QF is reguized
to pay only one year's worth of the utility's replacement costs.
If the notice periods adopted by 2GaZ and +he other utilizies are
2 true reflection of the time which the utility needs %o replace
the lost capacity, the adopted damage formula shoulé zeflect that
needed time. Thus,2 QF which was zeguized under %the contracst <

L 4

give £ive years' notice ¢f termization, but only gave +two, should
be obligated to pay three years' worth of the utility's replace-
ment costs. For those QFs with notice periods under one vear, as

Shma;provided in PG4E’s standard offer, the damage formula should
also be adjusted te reflect 2 pavment of zeplacemens costs which
corresponds £O the required notice period.

These modifications are necessary in part %o
respond to the reasonable regquirement that the licuidated danage
clause, as much as possible, reflects the utility's actual damages,
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For this same reason, we reject staff's suggestion that the
utilities' references to future capacity prices be deleted fron

. ' OABUTONDL Drmpmd ™ “or uian ¢t 32 e D CluD NONKL-
their offers and that the pemety bé based Imstesd &n 50% 0 the
levelization ove:payment;penz&xfu #hile it would certainly be
beneficial for a QF to calculate its terminazion payment at the
time of signing the comtract, suoch a circumstance is not one of
the principles of termination guiding our decision anéd, in facs,
may conflict with the accepted standerd of cdamages of making the
nonbreaching party whole. The replicemens costs which the
utility will incur will, in Zfact, depend on the cost 0f new
capacity at the time of termination, not at the time 0f contracs
signing.

We also £ind Edison's reguirenment that & QF
provide evidence of its ability to make potentizl terminasion
payments burdensome and unreasonable. While Edison is no doudt
properly motivated €O protect its ratepayers, such a provision
is not a gsgal prerequisite in contracts and does not Lfurcher %he
basis for terminaticn provisioms. The operating and performance
standards of each of. the utility's firm capacity standazd offers,
as modified bere, are sufficient £0 ensure that the QFs signing
these offers will be capable and dependable. If is tho-Gevaewos
Bont-0f this very group of energy producers which shouléd be
encouzaged to éign offers and should not be discouraged by
unreasonable contract reguirements.

With rospect-to St2sf's cuggestions regarding
the application of PG&E’'s probationarzy period to capacity reduc-
tions o we—perievethot—tirio-becue has been covered in the previous

. . , #%o . . ..
section. Whether this perzoqﬂsnou;d be applied to failuresto maintain
certain governmental authorizations is no:t cleaz. We unfortunasely

-»
have no evidence £o sugges:t bow long it would take to cure such
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defects. DBecause other parties had different views and c'x.v.:;ges ions L///
regarding provisions requiring the maintenance of governmentol

authorizations, we will consider this entire issue in =he nexs
decision on these applications.
Because of the various formulas anéd notice
ciods to be used ir =he utilities' terminasion provisions,
the staff's recommendation that the utilities give clear examples
in their offexs of the cperation of their provisions has mezixz.

Each utility's standard offer for f£irm capacisr should, =herefore,
include such examples.

Pinally, we note taat & reduction, 2s opposed
to a total termination, of capacisy under a £irm capacisy contracs
is more similar €0 a modification of the contragt than o a
complete breach. Such a capacity reduction should not result in
a complete termination of the agreement. The principles adopted
above, however, are properly applied to such 2 reductien. The
utilities' termination provisions should, therefore, clearly
reflect their application to the amount ©f capacity deing -educed,
in the manner adopted by PG4E and SDG&LE.

5. Simultaneous Purchase and Sale
' In D.82-01~102 we specifizally addressed a QF's
abilicy t9 convert from a simulianeous purchase and sale of

enersy
to 2 sale of surplus only. The concept of simulszneous pucchase

and sale is a regulatory convention which zllows a QF simultaneously

to sell Iits own generation £o the utilisy while purchasing izs
requirements from the utilistv. A QF would elect this option for

economic reasons (i.e., the retail rate Seing less than the avoided
cost).
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While we approved such conversions, we also imposed
certain restrictions to ensure that the utility and its ratepayers
are compensated for apy.lost capacity costs. In parcticular, we
agreed with PGLE 'that such a conversion would be conditioned on
reasonable notice and full compensation. Such conversions were
linited to Once per year and were subject to the following:

"...The QF that receives capacity

payments under simultaneous purchase

and sale through 2 long-terl contract v////

and converts to sell su:plgs will face '3(0-)

termination provisioms.” [D.dL-0\- 1% a7 O

Many of «he QFs participating in this proceeding
took issue with both the limitation on the freguency of such
conversions and the application of termina<tion provisions to that
¢hange. Given our directives in D.82-01~102, however, these issues
would more properly have been raised in a petition £or rehearing of
that order. We further believe that the decision, which is now
final, properly addressed these issues. We f£ind no basis for
changing our previous conclusions. ;

_ We note alse that the termination provisions which
;E\ggv%!adopted in this order apply to both reductions in capacisty \//
and- complete termination of the agreement. 2PGaE's contract language
goveraing the conversion £rom simtltaneous purchase ané sale o
a:surplus-only sale properly directs that 2 QF whick undertakes such
a conversion will De subject to terxaination provisions onlv for the
amount by which the contract capacity is reduced. Specifically,
the language o: PG&E's contract of Section A-3.2 of Appendix A
reads: "ZI£ the energy sale conversion results in a capacity sale
reduction, the provisions in Appendix D (PGLE's termination pro-
visions) shall apply.® We believe that this approach complies with
OIR 2 and should be used by all three utilicies. <
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. ¢c. JNotice of Terring<ion Iin
in-pAvailable Contrac=es

ldiaou 8 starndard offer Zor ss-aveiledle cepacity states
in Section S5 1.

,’— o

‘thil:lgraonen* ghall hecome eZfective
or.the date 02 executiion by the
parties and akall remain in effect
wtil .orninatod by Seller upon one
Year prior written notification given
+o Edlson, whick motification skall
20t De given prior to the dase <he
generating Zactility is operatizng and
delivering energy <o the point of
interconnection.”

Zdison Justifies the Inclusion of this notice reguirement as
necessary for determining tre ruxber of as-aveliladle producers whickh,
in the agg.egaxe, vill be realy and L willing to sell éne:gy and

_EE??C Yy lﬁ any sarticular vear.
We reject Bdison's argument. The Znclusion of suck 2

.provieion in an as—-avallsble contract is umreasonable and in coxflict
with D2.82-01-103. Iz that order we specifically s<ated <hat

termination provisions were not appropriave for offers Yo purchase as-
avallable power. The staf? iz 1ts brieZ correctly summarizes <he
reasoning vehind this conclusion:

"...Unlike Ti-m cepacity QPs, 2 QP wish

an as~available contract is under 20
obligation <o supply power <o <the
wtility, and it is paid only Zor the
power i+t dhl-vn*s. he QF's incentive
1o prodnce pover is ‘*3 econonic- sell~
*nterest noT contractuel penaliies.
nce a Q? w20 terminates ivs contract
s indist inguishebhle Lrox a Q= who
chooses not Yo produce whil
snteining its contract, stafl sees
litTle purpose iz Bdison's motice
reqn_.eme t." (S%2f? concurrens
. rieZ, at page 62.) = . A
We will, theféfo:e," ifect Edison o delete i4ehoti 3‘3ZEE¥5€§§X~
e T = A" SR e

.{\%\ % 'Sbv—&cwcl e foe ov- soddadie C'GJ\“"""‘"}“(‘

-
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Sanacivy Pxices:

D.82-01-103 provides that Qs which sell elecsricisy <o
the usilicy shall be eligible for payments based oz the costs that
The utility sysvtem aveids through purchases 0f suckh & dower, Tor
the stancdard offers which are the subject of these coxdliance hear-
Ings, the costs that utilistlies avoid by purchasing increments of Q7
power are defined on the basis ofF 2 short —un Incremental or darginal
cost methodology. Short run marginzl costs on the utlility systexm
consist of two componments: shortage costs and overating costs. s
recelve energy »ayaents for reducing utility marginal Ooperating CoOsTs.
Q.J/'rece_ve capagisy Dayments for reducing marginal shotage ¢cosTts
on tne utility systen. This section evaiuates The capacity prices
which PGand=Z, =Zdison, and SOGEZ propose <0 P2y QU's pursuzant to
D.82-02-2C3. e ALY Cemvesd L
N ju 2.82-01-103 thet Qs should receive
" capac Ty payments Ior doth as-avallable and Tirm sales TO The ultilis

W avenasw Y &
\

"“‘s *e-_ect the flact vhat Q& outrut on either basis will Lacrease v’
e c-.oc.\\r..‘mc. D Yo v‘& ,
the ca::.x ol electricity, increase Sesere zargins, and makxe Th

Dossibility of outages less Likely. Tated avother way, Q& power
will lead %0 avoided shortage costs and Qs  should bHe n2id accordins:

- sty -

[~

Shortage cosTs On the Utility systen a2t any siven time ¢can
be defined as the expected cost of an outage a2t vThat tizme or, =ore
Precisely, The »rodadllity of an outage mulvinlied by the customer
CoOsSTs 2ssoclated with an outage. AS the Yrodability oI an outage

wncreases during weax demand periods L:ho* regerve margins are
d‘*‘**shed) and dec*eases dur‘ng ofl~peak periods, cho-tage costs

e
i
will be higher during beunly ané sezsonal peak periods and lower during

Tl-peak veriods. Shortage costs canm also vary on an annual daslis,
as reserve margins change from one year To the next.

-

3 S
ﬁ;?’lq noved earller, ITirm and as-avalladle QT%?IFO TacelTve somenwat
GLoferent payments somedwiws which welflect the 2dded value of
. The firz sources.
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Because customer outage ¢costs are very difficult To
Jeasure on 2 direct basisz, we sgifiiﬁgazeduﬁLpigxy Lo shorvage ¢osts
£n D.82-02-203 2ne D.82-0L-07Z. Ar&—ﬁ&#ézﬁféiﬁﬂﬂé- the capital costs
of 2 utility coxzdbustion turbine peaking plant, 2 low-capisal cest
Paant duilt to meet rellabillty needs zlone, 25 2 Proxy for annual
shortage cosvs. This amnual shortage cost amount has been allocated
dlsproportionately To peak and semi-pezk hours withinm the year o
refllect shortage ¢ost variations.
There 15 2 very clear reason for adoc“‘“g the capivtal cost
o2 2 combustion turbine 25 2 Proxy for annual shortasge ¢o0sTs. <7
utilities manage thelr reserve marginc »orrec:ly, they will pursue
2pacity-relaved Lzvestments up ©0 tThe poiny where the last unit of
=ivestent "costs The same on an amnuval basis as annuzl exdected
customer outage costs or shorvage costs avoided through suckh izvestment.
The combustion Turbine represents the marginal capacity-related
investment. I marginel shoxiage costs exceol marginzl capacicty-~
related Anvestiment costs, ratevayers will bexnelit by nore Lnvestmens

which-p$ﬁfbes the higher shortage costs by reducing the likelihood of
outages. Il marginal shortage Costs are less than the coscs of
marginal capacity-related Investments, then Investments should be
reduced, reserve margins allowed to shrink, _nd shorst i;e cosTs <

ssall Tig o 1“’:"} ] $e¢jc -h q«q. &.,,,o. hortese aos""’wzﬂ
Ingrease, Sam 040r==: The annial ST = .a cavaci

g v TR r’ "" b ‘/? ‘.’
Telated Lnvest me“.Lﬁvne combistlon Tur ’“ejr"ll, Caned us
A _':Mﬂfﬂ- a %O&M\Q
B P ettty w ’,:he combustion curbine Wzt M‘a*oxy Tor

The equilidbrium shortage cosv value That will exist on the utilis
System on average.
syscT o 28 B v g dg.

in the petitions e:zt-mt- e Y D.82~02<10
g s utilities argued that :nna_ shortage ¢osts will sometixmes

Nce e
GrZonge Irom the equilidrium or average comdustion Turbine capst

cost level. Therelore, they zargued, QF capacisy drices should

vary accordingly. In D.82-04-071 (vv. 2-3);'wef§;é:32hd-:ha=

while the use ol The comdustlion tixbdine proxy "is conmsistent wiika
an Incremental fuel ¢o3t That will for somﬁf.me be based oz o1l and

T2
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T WeMvra—tpmes—phetr 2 TOTe Drecize tellnexent oI the DrOXy
which "varies canacity pay:e::s Sased on The probabi::ty of loss
2 load, perkeans using *ﬁﬂg ~%E?’ would e desirable”
o. 82-0~-w... *oec..:.ec'.,g:-eae—.-sf that as-availadle
capacity vayments Eggavc de dased oz the cozdustlion turdine ané thav
axy rellnexentz of the proxy 553‘10 e considered only Iz Juture
general rate cases. The ..a._"'..agn oz D. 82—011-0;1 ?: less clear 25 +0
when relinements o tle proxy Je comsicered In the case of Liem
cayacIity payments. AS noted earl* -,,p ursuant 0 an AL Tuling,
The utilitles were allowed €0 Imtroluce ZmTo these compliance
hearinges nethodologles for adjusting the gombustion turdine Droxy
and the Q7 firm capacity payments that are derived Iroz thdk%roxy. v
Sasically, the EEolat eSS meth thodologles are afzmed 2% reflectis
year~to-year variations izo reserve margm levels which lead %o
Tear-to~year varlz o*e :n short s2ge cosus.
The Two LzTuer be.o*e e now are (1) whether or not
2Gand=s, ;d.vc~, and SOG&E &Eeﬂzghzgzggcura:e combustion tiobine costs
22 caleulating thefr as-zvailadle and firm QF capacity prices
axnd (2) whether =h£27:“ the case of Tirm capacity pr:ces’t“e
utilzsres proposed 2djustments of h» comdustion Turdine DTOXY
shovld Qe adopted.,

{ X. ~The ”o** ":he uombu stron Turlime

v

Flrm ane as-ava:lable ¢aDasaty Draices Ln all of the
uvilits s’f:::n*s'a.e Based d:rec iy or :nd:rec:ly on the capital -
eosTz of a comhustion t::::“ . “he *cﬂ"*acy 0f <Theze plant cozt
estimates 2o thns an '"pc nt fssue 4An Thfs procseding. Th

mpad W hdure

Threshold zuestion ere wﬁetner T 20T the comdusiion Turdine \///
osts should Ye unilorm aoaooe—eie u::l:::eu, dased oz 2 "genmeric”
combustion turliine Dlant, o wihet he~ the costz zhoulld De =:cre

vtilicy—specilise,
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we a"-ee itk <The z:::"_:::e: that com zbustion curdine costs /
can vary a‘c-ao-e-e-t.':::.:‘::es cre <o d:.:‘:‘e:-er.t fizmancing cozes,.
environmental regulirementes, and locational Tactors. The costs
of meeting 2 shortage Through construction eaxing capacivty wall
e By iy ”~ - . CM O “TwWie ‘?ﬁ-ﬂ‘yat \/
legitvimately very f=c= oxe WSIlIty To .,he next, \ vres
Zowever, It Zs muck less clee.: way o he'* Tact o:'s tThat are noT
» . ‘l .
usllity-specific == mature, such as Jorecasts ol general econozi
Indices, shouldld wvery he cc'*b‘.:.s‘::’. noTurdis e COSTS estizmates asvprd
pome O PGa.d... SOGEE amc Zdison, sedey(  We CO nOT
agree with the utillitles T2at these dxpader Indizes need TO vary OF
Weility vo rellect differing corporate azssumptions. I corporate
..,\....m:.‘:cns adout suchk Itexms as ImIlatIon a2nC ol Drices h2d Yo de
<2 Vowe - \/
e , Stalfl and ot ne" varcies could nov c..a lenge suck
- ions a:s ‘:hﬂy morzally do 2 ovher proceelings such as the
u;-\ \""\1'( : . ‘}/'
,\e;....e. a’ ve casel We w2ll a_..ow o- utility-specilic costsvariztlion
. W CWR O At \/
. where IT Is showz to Te w_:':".::,‘;ed B‘ wp"v?:'...l strive IO eonsaSammey
in the case of assumptlions That "'e neT c..ea:’y Ueility=-specilic ixn

b o gl i e W - e o ey n e
ey o oy,
nasure,

[ -

The esvizmavtion of cor.b".':.s‘::'.o:: Turbine canital costs and The
appaication of such costT TO ¢2pacITY prices In comtracts el
dollerent le**:’.‘:s reguiwes es‘:.:'.:a..es o mumexous Jactors. Thaese
Z=ciude comPustIon turiine construcilion co....., Tixed charge rates,
vlant economZc 1ile anc JOOK l::‘e, ""xac‘. operztlions and maintenance
costz (&ML, Iimed acdminmistretive and gezmerzl costs
Inventory costs, escalation rates, and discount Tates.
consider these Jactors oz the comtext of eackh of the uril
capacity pg:'.ce ':’::?._ngsr,

a. Gd_mﬁ

Scall and I=2 a:'g-e tkat Zdisonts Basic combusilo
Turline capital cozt, s#:’..S/‘?’ﬂ", 2T oo low, 2z=d argue Zmstead o
SLSQ/RW baae*' 0% Edzzontz CPN-TV 221fnz 2md stall s “generic”

-
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ombustion TuThine estimeste, ITdison a:~" chat vhe $al5/kW

numdber Is a“ estimate Ddazed om 2 Jamuary o, ;:82 oﬁ—line gave and w//
tThat Pleed— C?M—‘V estizate was 2 "0"*ded" Tersion of

2 ecombustion \///
Twrhine w2tk 2 Jume 1, 1622 on=line da.e. The latcer 2= 2

nigher figure Becruse of InflatlZen. we Tind tkat Zeison's estimate
Zs reasozadly close to ztalfl's '~e*e*,c' tusdine estimate a2nd thaet 1%
is comsistent w'u* whe cc"b"u,-o“ sesbiy e p“oxy T we adopted

-~ &d\
for rate dezizm purposes An 5= ﬁghba& est year 1983 \// .
Alse, the Januvery 1 nuxmber Ls more
o d oo

—ECn gemeral rate cacse,
consistent Wit the averzge jear =ate base Iimed chazrge rate

*e:hodolosy That Lz wsed Ty Zdlzon ane =% 22. Therefore, we will

wt s - - -y -

adopt SMZ5/XW for 1882 cc"b:,._on :urb'*e capival costs for Zdison.

e fp*ead sne cc*bust:o— Susdis e cazitval ¢cozts ©O

G o - o ad

e - .
canac::y PTLcesS AETIEE The years of camtons QF contracy :eag&:ﬁx

e e

luding the single year ap-2vallalle conmtrazcs, 7 7nd caar~e

. aLed -
raves ané constans do;lar farcors e gty g -”e.e *;—vafa~
depend In pa on uhe econonie -*’e that 4= assumed Tor cthe

o ? B

W

combustion Tmolime. JSCason gozues that 2 ;G-ye econozmic lifle

Semnd, w 8ot
shouléd XNe used. Th.ga\:a_:aeér view, LS 2 reallstlic estimate ofF th v//

v

uselul L2’fe of ,-cﬁ 2 ol Swalr

nv.  Svall and =2 count that Zdison
£ 2 23=yezr acsumps Zom to dea eclate 2Ts own a_§3:‘und V//
a2 3Q=year assizmpid m:axdhev-::c nsistent with this and W

L

areiftcially drsedvantage, I7s. e
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We nave previously considered this Zssue 4nm D,83887

- . «. WP dnchaptn as? L ——
(p. 275), waescin we decided that 2Gands should use 2 2b-year

o F 4 -
coxdustizn Tturbline uselul 1ife 2s

w & L - o+ o
- e e “u‘h’ ‘3_0.'1 ccr.s-u«e..e frrvh —15

+

own Cepreclation schedunles, ZéZson's assumption Ls inconsistent

D.E3887 amé with PGandT and SOGEE f::i:ge In this proceeding.
We will adg? *he Zﬁ—yna_ econonic I1ife for Ziison's capaglicy
o S, o o c#\,
prices. S fe e 'k:s owrn Cepreciavtion schedules
L Lads] £ - o oy L e s We' & *"' O(O‘«S&dﬂ(t
o more close_y refllect ig estimate of useful plant _,e*‘v¥**“
\ 4

should be concidered 2 e=e§¥;b-“e_ Tave case.

A A ey 6.:3 AN Lo oIl ALY .

RO TAe Lo o e—anas 22TeCC The combustion Turbin D

vased capacity drice streaxm for dllfferent contract lengths
and differemt stan<iRE dat

ve:,u— - i — v prgmegrrgeire R A LR R

Shrareiea—neds,  The 15% discount rate used by seall and Zdisen,
- - o & oy 9 - E‘é.\;"’ui\: - - - -~
on 2 est te 0f -SSR anslE Incremental cost oF

i, Lc reasonadle, The escalation rates 'o* capaclsy prices
Tixed Q&M, ané fuel prices used Dy st2lf zre reasonzdble. Zdison
argues That these latter stall assuxptions are 2t odls with Its

corsorate assumptions used for p’=**'ﬁg PUDOSEes Ln genmerzl.

o e Bywss

believe that these 2re fagtors :he& are nov "-”‘*y-Sbec"‘

- e i --ac

nature., The use of the st2ff z2rsomotions hese 18 consistent

nsist
adoption of the same asTux *ons o zor PGanézfand SDGETheomb
turbine cost essimasZEZR, dlscussed below.
The gtall Zvel price assumption iz only Zmportant for
ozbugtion turhine cost estimetlion LI the comdustion tur

” & -
LU 2 waa St o W . d-ne -ue-

‘*ventory coge ezcalates over whe Life of the wxit. Zdison

contencs
That this fuel Inmventory co=t should not e escalated, Iz ellect,

-~

Eéison zgsumes tizt gas will always e avalladle Tor use In The

-—a W

srrdine over the life of <he unit axnd =hat the liguid fuel

Inventory will cever e usel. Stall and IZP zrgue that the
raventory costes should Ye esczlated, using thelr

» &U“tb — o -
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price escalation assumpiioss. caflf argres that gas may 2ot
always te avallable and tha% evez L7 it I3, It may Dot bDe tre
cheaper fuel option. Therefore, the inventory wi--:igiﬁ;kﬁhard
replaced over time. The staff escalation rate  assumpti
implicitly assumes that the Inventory will be replaced annually.

We conclude that the most reasonable assumption Lo . V/
sorewhere—in bDetween the staflfl and Zdison positions. It L=

unlikely that the inventory will be replaced anauvally and

such an assumption may overstate avoided fuel iLzventory costs,
particularly since Edison normally uses first-in-first-out (FIFO)

fuel inventosy accounting. The assumpition that the Ipventory will
never be turaed over, however, is equally unrezalistic. We will

adopt an escalated fuel inventory using 50% of the staffl's &nne -/
escalation ratii reflecting partial annual use of the inventory ~
over time.

Another item of conterntion betweern E sog,sta.., and IZ7P,
is the proper amount oF fixed A&G costs that should be capitalized
as 2 part oF the combustion turbine cost. Edison uses 1% of <the
capital costs of the plant as a2 measure of levelized anzual A&G
costs over the life of the plant. £taff uses 1% of the capital

costs the plant as 2 measure of the firs sy year A&y costs and V//
g, w7,
escalates thisegbeﬂ the life of <he plaznt. THxe s eguivalent %o

-

a~T.o% leve;_zed AXG figure. Staff argues that Edisoz used the
TN Q’Wf&\, \ -
escalating figure iz itsk-a e case,—h -, LZI7 argues that a

2% levelized figure skhould be used, citing 2 1;82 staff study that
showed Edisont ALG 00StS ©0 be 25 or higher ee—a- percentage of \/
fixed plarnt. Edison iz %this proceeding repud:ated its rate case
marginal cost ALG assumption and guestioned the 29D cabil_ T
of the staff caleulations ir Exhribit 16 3beevjé? relied omcyn NQ&;ﬁz V//
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It iz appareat frox the record here that the relaéionzhip
between AL&G costs and fixed plant additions is not full
understood. We agree wisth Tdison, however, that the degree ¢0o
which A%G costs are actrally avoiéed by QF purchases is - ~
CAE MEL, LU NEA, G SUNICHL O o DORaEN AL kX M Sl
N _prob:zein%‘fi& iWMMW
%‘m ““:ﬁ- adopt Edisor's 1% levelized figure for ALG. \//
cafl, IEP and Zdison 2lso disagres on the
appropriaceness of Edison's "differential fuel credit®. Zdison
includes in iLts combustion turbizme capital costs 2 deasure of the

el

increased Tuel costs that occur, adove the system marginal
operating cost, when the combustioz turbine Iis 2c¢tually operated.
We agree with IZP and staff that Edison should aceount for <hi
ingreased marginal operating ¢ost 20t in the combustiozn turdine
¢capital costybut rashersin fte estinate of the systez marginal
operating ¢cost. In other words, the costs ¢f operating the
copbustion turbine should be reflected in QF ezergy prices, not
capacity prices.

Finally, we note that EZdison iz i;&:gii I argues that the
staff's fixed charge rate in Exh%Jé;%Z& e i ole) ] Edisonfs
rate for reasons other than thk ¢&$§epé§% Tixed charge rate

SATLA N, T Lo
assumptions of the two partles. Thishappears 0 he purely 2
gomputastional problem. We will direct Z4is0z Ln <tkis order %o
Sile capacity prices 3§a: are basel on combustiozn turdbine cosis

. QAT LN
taat relle¢t our ForegUERg cOnCIuSLions 2hHout costs.

v

AP Ay, NETN Sy
— v

kel penﬁnw L= Py

~ -, L4 F A
roc Al eder————nlp ol e T e Of Th

Lt

SOGEE: -

SDGUETs capacaty $PLCE riling usiiizZes 2 comdusilon
curbine capltal cost of gﬁOO/kw. Tafs argues, as It 2ié
in the case oFf Zdison, cthat SL50/kw Lt 2 more zppropriate
Tigure. Tal? found the ~SDGIET  estixzate TO be Too low because

 Znadecuate zllowance Tor cost overrung, polliution control

78
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requirenents, new site costs and other factor:s. 3IDGandt
counters that 1t7s allowance for cost Ooverruns Is consistexnt
with hi tor:cal\;xperience, That LT has Included Deg “’si:e
pollution cemtrol costs, and that It Is unreallstic To Inclucde
new site costs given that SDGEE C would bHe much mere Iikely
T0 add comdbustion turbines at existing sites.

IZ? argues that the combustion turbine cost used
in” SDG&Z's_ test gyear 1892 »mase case (A. 58788), $418/kw,
should be used for cepacity prites here. .SQG&;”2252§°¢5“&<:
in Zxhixic 37 JChat the rate case Tigure »ellects 2 S500MW
cmbustion turbine development 2t 2 new site with an antici-
patad baseloald mode oFf operation. The (OIR-2 filing rellects

the avoided cosvs of a SONW peaxing univ a2t an er‘e*‘*g site

- Snd(ew

=t L5 re bly close .9 Stal Kf "generic combustion Tuxbine”
esvs and The reasons wﬁa—*——:: _ow-_, such as the use of

We wall adopt  $OG ‘; s cepitael cost estimate,

grounds. We agree with SDG&

ST DA . - . -t

ex:s::ng plant sites, @e JUstis 55 o thrfysznc:::
“

hav thelr rate case cosT
estimate Lg based on 2 zlant type that foes not sulfliclently

v sufll
rellect the = ~~::al pearing capacity Investment tThat we
have chosen for the shortage ¢oOsSv PTOxy.
Staf? and SDG&EE  dilffer on the propar escalatvion
0 de used for capacity costs, Tixeld CWY, and fuel

Consistent with our discucsion of the Zdison combus-

LA
vion tTurbine costeE, we will adopt the stall estimates ne

L~ L AN

.-

do, however, agree with SDGAT Sh2% : o‘z—recéé'; lower

inflavion »ates should alszo lead +o a c ezvimate of Th

incremental cogt of czpital that Is -u:-.‘.-u-.rs-e-é- Zn The fixed ‘/

harge rate. Zb will revise <The i:a” sigume 0F 16.5% down v///
(XYl .\
o 15.5%. Th;sfgs consistent with tThe astizmate used feor

Sdison while 2lco taking Into account the Cifferent credls

L —— e wray wm - W

-
atings of the Two uwIilitles.
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The record L5 silent on whether
» BAGCost 4n Lts comdhustion turbine cosT
goee with ZTalffl, which argues In I1ts Driel, Ti2

component should be Inciuded, "SIGEZ *‘&G,. cOsTs zhon

commensurate with those adopted for Zdison.
Staflf and :§_3_535.'§__.3sre 7n agoeement o fuel Inventor
fixed O&-!*“cos‘:.s, and the economic life of the plaxt.
5 2211 2d0p%t these fizures. A\
c CFor %ne purposes o7 caleulating capacity prices

w

»
JIA
& N 80Gands will be dimected 0 utilize combussion turdine costs

which conforzm T0 the foregoling comeclusions.
G.c. 2Gands

PGands £iled cazpacity prices Taat were based on "
combussion :u:éé;%\;cap:‘; 1 costs oF 3T70/kw. Thais esctimate &=
Taken from TheeTumpemyts mOst recent genaral rate case.

(D. 93887). Staf’ a»gues that unless the Commission &\ﬁ-ﬁm
2 generic combustion turbine cost, Lt would be simpler <0
@

=

9_0_ v

se the rate case numder Whal2lineios used\;‘:z .-.:.?gc':oncu:rs
k2t the »ate case estimate should be used, but offers
several suggestions about various combustion TYurbine costing
assumptLons should the issue De considered 2new.

We 4o concider 4T TO be ILmportant TO exanine T

* 4 - r 4
COmbuSTLOR Turhine COst assummntions 4n This gegcision rzTher

<
non merely 2ccepting estimates from previous rate cases.
We 2ndizcated 2n D, 82-01-103 and O. 22-02=0T1
Q(\Vhl——
comhustion Turhine was 2 reasonadble susaSede o shortage
costs. The purpose of these compliance heariligs was ©o
examine the adecguacy of the method by which the uiilitles

- g wtwie

het Th

translated this concent into capastity drices.
Trom the perspective of the record In tRis Proceading, e
0 sy i)

Y e X &« V. Bl o
im which thmee utility Silings ade considlered Together,

PGand s capital cosT egtimete oz ies T2Te case 2ppears X0 \/




osher utilities Dy an unxea2semable
25 wider than e could rezsonadly
expect Irom utility-specllfic factors alone. “hc.-.o*ﬂ,we
will not adopt this estimate and will Znstezad 2dopt Tk
ﬁfaff’s genexric combrstion turbine capival cost of
%HMY-—-
for PGandS. Thisg L5 closer to our aldopted capit
for Zdiszon and SDGLE.
we agree with IZ? that 17 one combustion
o5t estimate Irom PGandS’c rate casze i1 examined a.
here, ovther assumptions should De examined a2 well.
Therelore not adQopt stalfl’s use of Tthe rate case escalation
and discount rates. Instead, we will a2d0pt for ?Gandz The
more recent estimates for capacity price, O¥M, and fuel
, .. \l\o. i Dassc b od -
~lce egcalation Hav svarl &vrzmdﬂi = £ o Zaison
oOn
axnd SoesE. Vxe ;_3_"3 T xer- sV enomanansal
SOGE ~A—y op 3 DS
cost of capival fFWhich s consistent with our adopted discount
rate assumprions for Edison and SDGEz,
=Z2 notesg that the rate case combus:io* Tusbine
ot £
ate did not Znelude 2 fuel saventory cost. To LedimE
consistency hede we will direct PGandi To include
inventory cosT component eguivalent To that adoprted oo

woed, O
We £4né that the assumptions $Hes DPG2andT wees 2

- » ey o - * .-
sctimavte as : £ the Turbine,

¢ Dixed A5 ¢Ostz are Tezsonable.

11 direct 2Gands to derive capacity prices
based on combustion turbine ¢cost assumptions adopted An the
Toregoing discussion.

v/
v
/

o
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=2, 585 usen ents In zhe Cc"'b st‘.’.on ....-b""ze DPmoxy for FPiwm -
Cavat oy savments
As nosed ee.::‘.:.erzgthe usZlictes DronOSeC)in these complliance ‘/
hearings sNfras <neir firm T3 capacity drices De bdased o zmetholologies
-l oy b "d.‘]"

Wi '

st The combustion L=ty Zne shoxcage Cost Pooxy Tor year-
to-year varlatlions In reserve margins and relladllity.

calt s-:..ppo.. ed % hese et “hol ogies In conmcept, but
riciclzed several s::&c::':.c elements of the methocs. Also, ,é:a.:'.‘.’
argued That decaw se@i' the unce- valr ‘.:y over She agcuracy of the
me‘;‘mdo amé ¢ e-ﬁa assumptlions, 2 "IL oo*" on downward a.d‘~~<'

omes
o Wt o encs

The comdustion Turdine nrowy --—eup-:—:-d e T aar— sy )
a8 oorCa’, -
—-mot-aods sShould be zrorenees,” The ".;oo:' capacicy orice Ln any

contract yez= would de ;O" c" “he anmual combustion Turdine coss.

IE?, Occidensel, DSk -‘o**cgt and other QI parsiess

opposed the utllitles*® metlodologles, a:""".'...s that they were given
inadeguate oppo;:‘:un:ty to exaxin Thefusipislas’ metheds 2Zn the
hearings. &né—-u-h:.‘.' Th l.':::::ted examination vhat did cake place
showed tThat the u‘.:::'..:‘::e@‘ 'me"’mdolog-ee were seriously Jlawed.

W\ O e e S
We will co*.s:de*hbh-e-u-e—angm.& 2n the context of each

utilitles? p*obosed rcage cost methodoloszy.
h‘\?smu

PGands p:*oposes:- that the ccm:sv.:.s':: Tarbine DTOXY e
= the meoimum anzue ehcé cage coOSY an That tals walue should be
adjustel downward 2n yeazrs In wh.’.ch rese*'e margine ore forecasted

4

<0 Ve z2love varget levels, a-eL_ Prowoses that thls downward
adjustment de Zased on 2= -*e*gy Reliadnzlsey Index (2 The Z2Z

\gunshe Same L] - W b i

Is ev2vel Irom PGandiEts Ge*e“a‘.::o Delzadrlivy anéd System

Ll d

Simulatlon Model CG‘P.ASS), m.-. ".:?..‘-: :.s 2 orodadlisvic neasure of The

b i ot o

expecred shze e.:zd~ ~egueney of *ec‘.uce"' elec‘:r:.c energsy dellveries
Loat are "'o:-ec'as*f,‘uo result Trom 5engra::on cepacity Limitations
i "u*-u:w years, Ax ZRI *mmbe'-' is cer2ved for each future year
In which Tivm QP capacaty prices == o=t Be caleulated, In yéa:'s =
which PLandZtrs "es-e'-ve margins 2re expectel o Do smaller Thazm or

egual to varges Lavels (ot less 0F Load mrodadilitias grezter

-y i g i
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¢han or egual o the cne &a23 In ten years), the ZRZ
- A W
¢ the full comdustion turdize cost level., I Jears wherw Ieserve
margins 2re atypically large 2= =T 2éjustment faetor is
calevlated as the ratlio of ‘:he Z22 In the large reserve zmargin

adfustmens factor is 1.0 and the QF capaciiy price Lt ses \/

year In question o the ZRI In 2 dase year when reserve margins are
27 their tavgev levels. This Tetlo, 2 mumber less Thax oze, Is \/
oultinlied dy the Tull combz:.s‘;:t 1 Turdine cost :o%e*: a Q& capacic
orice for thzt year whith Iz lest than the Tull coxbustlion Tturdbine
PTOXT . Y
We Delleve that PGamdE has presented zn
Innovative metholology for :.-.eas'}.:-:ng choxvage coscs, Iowaver, we
agree withotzer partles I She oroceeding that the method Is
undexrdeveloved e.nd sullers ! :'cn': sévé:-a.l fmportant Ilaws Zn both
concent axnd actrnal 2opllcation

becowse it TheBess moorcant conceptual flaw L thet the ERI method ¢y
6" allows for~dowmward adjustments 2n the shortage cost Droxy when

Teserve Targins are ahove target -eve......) dus coes not 2llow for unward v/
adiustments Ix yearc In which reserve masginc are below targer levels.
We agree witk Occldental and I“‘-":... that such upward adlustaents should

wdt edy’ Shas
be 2 paxrt of any »recise shomizge cost me...odo.;ogy. Clearly, 22
noved earller, tZe combustion ':-:rb'-ze 2c 2 proxy for th
eguilinsdux or ayerzge sk -"a"e cost va_t.e. Acctual shorvage costs

whall vary ahove and helow The ec;u:.‘.’.:'.b:':m value, due ©o E.e
Cnx St
Tluomoinazs” of powerplant capacaty addivlons. Thisz s especlally

-l o

‘ Tl N, Nl X e(*b.s
true Im the case of neaxtaIwm chortage ¢osTs, 2 Time Irame In which

bl

unexpected demand Zner eazes ca...no‘c Ve meT with new plant additions

- W e

hegauvece of*the lead ¢ e...,...oc_a‘:ed with nmew »lanmt comstruction

Calcolafoe a leo 2 T/ sharfasc Cr‘ﬂ‘s Lo wppes (erih amual -~

g

Atn con? . OF & GOHMM f.vw Proxy fopfa’(, d(/c‘.J“:, o-a ﬂ
AN e S ﬂ;"::’————zl_p—,w,

e eeY W Ceke ek vl e wdey #

Praclsies Ow. “da lecayts. .
A *ecc:d co*cez)"-ﬁ?. -:::'ob':‘.e"' wreh che "”'a-n-u_. =eThod

Xe that .‘:‘.: ‘;:'ea'..s wmany of he Tncertatn "e.c.o—'s chay affenst

— - W dedrie - - W

'QQ-Q“

- & “e'-e'-lve wgm.w ::‘ a deu &y B gt B .ﬂa"-‘ . e 2

- as e o an - -— - - whp
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basic tenet oF supply planning that the greater The uncertalnly v//
adbous fusure demand levels, plant starvrup d2tes, aad plar*
zaintenance requirements, the grsates :He Seseye maz

Wor OBt By Gy ueOmued § T, e
Timsurance oremium” that Zs needed. To—msswne—ewey The NCET-

c2inty 2bout these factors is 40 wncerstate Tesalve Deeds.
r 4
As PGamdE hasg stated In its CPM-IV f:l::;:

fThe explicit Znclusion of uncertzinty will
2lways *ecui:e 2 larger reserve capacity TO
4nt24n the same level of rellability, given
the agsumed certain outcome falls Iin th
middle of the sangs oF poss: le outcomes.,..PGancE"s
(supply) plamzin Cmaflects thiy consideration.”
(Zx. 53).

We agree with (Occidental :ha;,i: uncertainty leads PGandE
To increase :ﬁft'e*" Tes of shortage poss:b:l::%;s and
reserve needs for Its own supply plamming purposes, o S e
consis ":.en‘.:) Wshould 2150 take :‘?-.'i?""#‘ «gon.. 28ara-

Ty Gl (4".)0-?\
W

- &
-l [ "3 ary

 tlonm inmcelculating c2pacity payments o Vs .
\“;§E€§J%? :apac_.y value will be understated.
Another shorteoming =elated €0 the development oF
the 2Gand=z mﬂtnodols whﬁtt-wz-~=~e—=——=:-—~—t:r::;-tne

% (a“ 5 : Q\&\’C'-
NeLPinTs W S perfcrmed 2 sensitivit

nsivi
an2lysss on the IZRI model o investigate whether or not th
TRI »esults wourléd be drastically altered Dy small changes I
input assuwmptions. ?Ga&éz has argued Tthat the ZRI results
2re not Mkely To be sengitive. valff »oints out In It
bries, however, that the evidenge indicates otherwise. The
relatively small adJustment PGandt made during the proceeding
2n its Iaput assumption adbout load mancgement achlevements
led to 2 Telatively lasge change In The ZPI result. In
general, the lack of semsitivity azelysis casts doudbt on the
validit > the =ZFT resulis. .

Apa>t Trom these weaknesses I the ?Ga%di sho=t

cos® methodology itsell, 2umerous cuestions a-ose during
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LY

n‘-b-'u-“p ‘,‘"’ \d'ic —
2bous Yhe application of the methodology ARtBide
- W5 -
amee—.  TT 2mpe2 T that PGamdl UTizizesd several
er-Oneous InpUT 2ssumptions when I3 calculated IZPI aclustment

“ it O il

factors and derived Lts proposec QT c2pacily prices. cart-

- W

up dates for the Diadblo Canyon zuclezr plant and the Zel

summed storage Cacility weme assumed to de Jazmuary 1, 108
ané August 1, 19083 mespectively, bDoth of wkick are Incorrect.
Puture forced outage rates on plants suck 25 Rancho Seco anc
Comzra Costa 1 were 2ssumed $0 De zuch less thez s SR de
nas Leem axperienced nZstorically. The derating of Th
T olant was 20T taken Into account. DJemand Iore-
lder, nigher 0Z1 price assumpiions and

therefore were probadly mc’;i-.&rs‘:ea‘.:ed. Demand may have 21350
W, LY A Ao Sru TN

understated, apd shorvage COSTS Ihedeloma umdamiiateR,

because ‘rrthe forecast load management zo2ls were assumed
o have been fully achileved. S -
. Forecasts of future resexve margin levels are obviously
extrenmely Gifficult undertakings whick Involve mmany assWp-
Tione 2hour future loads and resources. ?G&édz's 2ssumprions

were not adecuavely substantliated in the hearinzs. -:unaaeusﬁﬁﬂwgcf

\

‘:assuz tTiL0nS appear to have the effect of

shortage costes and esustiwme QT capacity

?Gﬁ%éa offared two revisions Of 1ts 2
which lessen this problenm €2 2 certzain degoee,
excent of Zts assumed 2o02d management 2chlevament was

w2
Secondsnyttbcff%red o make 2 retroactive upwasd Sevision

-
in QF capacity payments 17 ZFelms anc DIadlo start-up cavtes

We note In passing that while load manzgement zxo2ls
should not be Included, we do =0T 2gree with ST2lfl axd
T2 =aade

IZ? that load managexment should not be Included a2t 210

e Yt g ke —— -
A

. - - s - S——
Pather, we cozncur with EZdison's argument in IUs drier
-

vhat load management, utllity resouxces, and (P power
must be consideredysimultaneously, not seguentially,

e A aam
&

in the estimation P SfusuTe shortage S05TS. {Howewnr, (pad memeowsy
ASSmmptiony mar?T be
to The -+ : Co r3ervdit, , ¢%
» apfens -Fca:' 5(¢‘ o b ; { ™,
&-s',.‘{ o‘* v"z&*ﬂ.fy

,(o-, 1 Ara\.
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Ry S \/

e 10T replized.

we congider tThe retxoactive dayzment vision

g
undecsiratle because 1t does not sigmal QF's prosp ectivaly

about the value of thelr future pericmance. More Ixmportantly,
we do not consider these Two proposed revicions oF wme—DGandz b

-
¢apacity input assumptlons—umed—ix u_:ETc.-Cu—c.'::.Ji-. ..--Aq..':"ﬁ——

cwm suflicient €0 aller cn:,, conclusion

"ha"‘ =22 Input ass w-~~,:‘:.:.c>... Mﬂf%??gbe Ta~ues
and Q:" C2Pacity Payments, Aie—oPaTaTasl

Bg_ca.gse of the mechodoleogical flaws ané ¢ cues Tion
surrowniéing ‘*pu‘: a"ump"‘o we will not adopt PGa=ZZ’'s
horvage cost methodology. /\?'w'.'.ll not preczlude new prodosals

n future hearir.gs whadi—eme 2imed 2t pelining the shortage

- e e gy

A o -
ST PrOXy, 2TTAt this tTime we concludeha-e—?sand;'s Livm
capacity paymeats, like L1ts as-zaveilable payments, should de
based on the basic combustion Tturbine »roxy, using The

combustion turbine COST 25SSUTPLLONS 280pTed seamiiem, WIAG\Y

SDGa;-dE pronosed 2 shortage ¢ost methodology

which 15 similer Se—bmew—a ?saf-‘.-—*_sg. In SDGLE'S meshodology,
an amnual "probability of need" s caleulated using ReSOENTS
compamy e procuetion simuletion mocel, PROMOD.  The prodadllity
0 needing c2pacity varies Irom yjear O year 25 Teserve margins
Tary. The maxismunm value of the »robability of need s L.
nd Ln suck years QF capacity prices are set egual to th
full combustion turbine In years %

— &

»e Desenrve m2rgins are

2bove target levels, The proba2dility of need is less than
one and the Ifull comdustion turbine capacity price 2
downward accordingly.

s adju

In :’.‘:s b':.':.e:‘ SDGEE claime <hzt certain

'-"Ga.ud“" ashod do ..o. anpl
oo -oodonA "\o-'v Py

SDG&P""'S yoemey " articular, SDGEE  cl }\.-G-—"*eo:zo
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- - - o - -~ o I -
realissic InpUT 25SUIDTIONS In 1Ts reserve margin foraecast. For

exazple, forgced outage raves on & Zsting units are assumed In <he

PROMOD Iforecast ©o e similar v0 SRet whoaR—mae—tewll exDperienced
e T, ‘

alstorically, or whese dlants. IForced outage rates on new unlls

are aszumed o De higher ¢ ey experiencel D7 other utilitles

Zth plants of <he sege cype, to provide "a cuskion 2gainst errorT.
Gt by NN .
Finally, SDG&Z eoxzz2my that ¥ has taken Inmto account the Impact of

more recent, lower oll price forecasts in Lts demand forecast and

reserve margin gorecas‘:.
. -l V&.M“ﬁg’. . n—:
Frm— W:-ne—iqq;;’ shortage cost me':‘:xof{‘;l it s
' - SvmL &Y O i
—omedZavely 2pparent that &4 Inc.udes cervaln Tlaws St T
Broate S w ol T < : A

pidXEL IR 2 PG&n'd.‘E:.oa-e.e-!- Tor exzxnle, 2 dasic methodological
shorvcozing 25 that the shortage cost droxy can only be adfusted
dowvnward and can never exceed the ezuilidbrium or average cozmbustion
——— . . Tips Nes, - o, . O I A
vurbine level. —swde, an Zncreasing shortage cost trend 2orot

.

ezrs can, under g SDG&';‘:‘."’:ne‘:hod, never e followeld by e.;.'zy cown-
' L AL VI N
ward trend, even Lf thiZ Nele—to-more accurasely reflectTheserve
szin chomges. Pimelly, oS ERE T fumue azsummsions, 2t
appears vthat ancertainty adout new nlant online dases was noT
ABX A, AWD SIS TN Gl Aoy ' T
Lrrteg—ror—and, oy examole, an unreallistic assusdvi n.2bout

SONGS 2 beifng Zully 2varlaldle Dy <he dDeginnins of 1032.wes—mmil

alnnTON i Y
e =

=t Ly calffieult to eval.. cégéx:en: ©O which SDG&Z's

method sulleres Irom flaws In dats and mé:hodo:‘.ogy because e ol £
7*S shortage cost Tethod wes 2ot sulflclensly examined DAy

Tme_Tenlziey SOGEE chanmged Its methodology l2te In the proceeding
alfser #‘.:a:’f Dad already undertaken Its vommitemee evaluation of
SDG&Ets capacity price=. SOG&Z Q24 mot adeguactely sudstantizte Its
new method and fhe Zmput zssux ‘::q:;.g trat 2% used. The AL
ordered tr.e-?—?:;mgz:v n Octover 15/h€g?5rov:de dasa on Its Zmput
aszuzrptione 2nd Its methodology Inm keeping with our decision in

B |
0IZ-25 whizch set Up centaltn requirements fov-tho—Bulnaitan—elt O Subrcua
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evidence In cases Involving compurter simulations. Such informet
was t0 be provided o #zaf: »é //’/he State Inergy Task Torce
during the briefing schedule. Zowever, doth ﬁga:f and the State
znersy Tesk Force IZndicavteqd 2Zn thelir driels that they had still
nov recelved the data at the time sxef-bdriels were completed In
zid=November., o

3ecause ;%% ééEéodo ogy appear T0 have certalin flaws
s&%i:’.g:_ 20 those found 4z the- PGandE'%oce vl ?n"“ because the
csn$5&§?dfd not adeguavtely substantizie Lts pronosed ~~’:neme“. of

- .

SV 6-%s
our 240D%Tel ShOrT2Ze COST PTOXT, We Will not 20007 faamcmmmemveies

ITODOs2L. Instead, we ITind that the dasic coxmbustion Tarbine cost
iz an adeguate proxy for shortage coOsts, ?d should be used for
SOGET's Tixm cadacisty payments. Thigl_ﬁhéb-e',.e”. wieh 2.82~-01-103,
w.‘.':h e °DG&“‘ as~avaliladle capaclity price, and with ou?tc?:‘;g’ usion &

h& 's Tirx c2pacity »rice, meved—abers, AT We no:ed in <he
case 0 FCatET’s method, our 240nvion o the dasic combusvion
Turdine shortage cost oroxy for TIinz canacity prices does not
preclude the further consideration of more precise shortage cost
methodologies In future hearin

3,C. Edison
Zélson’s proposed relinement of the comdusiion turbine

PTOXY Tenresents 2 (ifTerent metholology than that »ronosed by
PGamcS and SOGLE. Rasher than adiusting The comdustion Turbin
Proxy to rellect the resultyr of computer simulatlions of
Likely futuve reserve margime, ZdlZszon proposes that L capacis

prices shoull Le—ses egual $eo—the price of wholesale market capacis

contracts Detween 1582 and 2883 and;:sr—e:uzﬁ—ee—¢:E'ful;
comhustion tu:E:ne costs therealter. The wholesale markeT price

%4 The comdusstion turdine co a.e Dazed on The value of deferring
2 comdustion “"*b:ne oTer **e lenzth o tThe comTract. Tais 2

"‘Q LY
2 slighely different anproackh for leriving the levelized orice
Tor dillerent comtract pericds than thet used Dy 2Gand=E., 2GancE
abu__ T a2 real ecomomic-earsying charge T0 an ansually fnflatimg
'*b ne ¢cosT aﬂd levellzes The .es::::ns esca:a:i:g Daynent
stream,.  3o0% aan*oac&e should Lead To tThe saxme resulT given
the sanme a°3"*?2: s and eltler . accentzhle.

- - ede e -

b
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welles on fo> LE8B82-1¢E5 QT capacity prices
mergeney canacivy price Inm the Calilornia Power Pool
AS-eement. Secoxnfarily, ZCIson svates that this price = 2also
supported By the ZdZsom - Califormtz Departzment oF Water Resources
Contract,/ 2nd <he 2rincinles of _::erco:nec,ed Operations Zor
the Navajo 2néd Four Cormers 2ower Projects., Zdison convends <that
it s//L/kWVy“c__SS?—l g5 ca:aci:y price for L's . Ls quive
generous, Tae -q_a.“y—poznts out that 4t would only Day such a
srice for emergency purchase ﬁ:cér Zvs wholesale conmtracts 42 it
were TO Tarxe emergency dower Zor the antire Twelve months of the

- glwas e W gt L

-y O "..'."dl' P - Sv-o:‘-\‘_a -QQ - ’1&&
yeaon - -y -m-t - v-ew‘, M :e- K-—yl

The 3tate Inergy Task Torce convends that vThe wholesale
comtracts that ZdZson relies uoon for Zts 1682-16835 QU&T capacity
Price are complex enersy ané ¢c2pacity exchange zgreements that
Involyve shareld services, 3ecause It Lz z dart of suck a2 oackag-
the State Znergy Tack ?o—cé claims, the emergency power ice cannot
So—roeied—at—tine 250120 %—‘““d‘ Wi ‘%* L. = Seriey ‘\"- SNl LT

G -M'(t‘?- .
Toeme—it—nonisZn Ehe State .1e“gy Task Forece's clalf

et _.-—-»..‘_-

-0 -l-q.l

L e

qu ve po,u_b’e, 'o* example, Th ;,wi:ﬁin :hese *ec.b*oca_ erc“a.~e -

e T

-

sm——

agreemenus/eme*b-“cy,powe* services are usu2lly underpriced by she pa_,-e

T0 the agreemezv. I this Zs so, k?ax::g the Callilloomia Power

200l agreement 2ac an ~xa=:__, :hen A& whickh 2ilows Z@isox: ¢

avoil 2 capacity nurchazge Joem ? Gamss ul De avoiding Zdizon's
capaciiy purcrase costs 2nC aveieime—DGands ,v,-v-éf\are nov
covered In tle purclhase Tlce, The fact <That the price of emergency
power An the California yower »00L 2 not chenged since 295%4
cespive Znllatlon and o Trowes regerve marging makes TRL

DoTsiTality q::te p-auu_v_e.
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A .
e 1L ORI XD
Ison argues that Wo—mTTT Tocur on The coszts That

£
L -

actually avolds whern It doexr not ""’5/6 2 wholesal onTract purchase,

2ot Lo e pr-

1Ot any additional value of the c'x«:::"'.":'.cﬂ That =2y not be rellected

in the purchase price Co:' axy a2dditionzl cosT that =2y be avolded
oy another utlility elsewhere). ZIowever, LI we return o the

Calillornia Zower Pool e::a::p:.e7 2% cax e see’z that suek 2 focus =2y
20T yleld zceuzate avoldfed cost price -ga...,. I PGemsS 2nmd Zdis

were to Rase P cepacity pr:ces oz 2 mutually underpriced
Coat
Teciprocal exchange service, tXe a2dcivionel costs that IFs

L
ac‘;'.:a;.:‘. avotd /..L"' BN walicwad net re.‘.‘:ec,ed Zn The »rice would never
ds W O CQMJ""‘ . - . /
e :-e-s-::-.-:-:?-_-::—-e orlees ol alvher uszizes scihilic

- -— ) » & e
B .

weaxens the T2liésty of 322 ar

- >

A second c:'::: ez o.." "he ez

= the W a who-esa.e..ccn::ac: -e’:ee-s- KRN t\cw-.s...\»c /

v - - - A o

(AL
ikl n*c?'}a' oz~ = - shortage

cost, The existence of w::.olesa_- contract capacily does ot Indicate

whether or not the contract capacisty Tesr esents The marginal resource.

Zs5 Tthe cozmsract e oSt ewpensive lncrement oL camacity on Ttk o
[
system (more expensive tM2n of her cepacity contracts, load v

management p*o;*zm.,f’" o ..e* -esc**ce*?’ ~& the contract Tthe

W o -

Tesource that would Te arvrreteasw avolded 17 QP dower was
accented? Zwvern wWathiz ke narTow sphere of wholesale CoOnir?

neIagets

-¢v-

the Tyne of comiracts thas m_d Ye Cdiznlaced by comstant
N PP g

I Tl P power., TUnler emergexncy power g:-»me*..,s Inlre
use of the service IZg nommally aztuomed Dy Tthe seller

= - -

alone, Iv 2z not c:‘.!.ea: SN2t emergency DOWer LomTracts are

X oprp

Sirz purclases mIzht lead to 2 d:.‘.’:‘e*en‘: Trpe of wholesale agreexment
and price, The _.a..e"' piobii~dotr be 2 'Set*.:e-: measure of awolided cost.
A clezx coxm c..-..:o* c "‘é a.ccn:-acy of using wholesale

energency comtracts as The merginal shoriage ccs.\h&_. wQuil

reguire more evidence abo"- WW Zsork wholesale
CORITACTT, COmpAnTy=owWzed *e*c*'*'ces)a —oac “a.,ag-_e:: P ogSTans. v
Zeme Yoo 2me ..z:-oe':ed 2r our 2melySAs, 2T we wese Inm the case of SDGIE,

—
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o RN- X4 )
Yy ves—pompeamulg ‘nadeguzte 0f7ering of data during <the proceeding.
Tor example, tae State Inergy Task Force sudzitved To Zdisox
2 gata reguest o= '"g'.....,., 27 asking =éison for Iinformation abO""
J-e

ZTs capactty »rl odo_ogy B'e.-*ed on vr!:o_esale conTacees.
Thae :'.‘::.:'o:':.a‘::o, -.J.m-.-.*: Yo sougne ....c""d.a»d 7] <xme contrzcts that
were used €0 set the $2L/MN/y- 4’82—-.;.68; -a:-.‘:cef’a:.zd (2] othrer
contracts That e:c:s':, hos o4 were '..o" ueed o set the T

W ey -

< °\"‘°?\°*EEQL
\.'4: e -, Ca
Price, ._HW o*'r..a"'o wires
ascertaln the vallXIty of the prace cz-.‘.’.c..

proce avien e....d “he - degree
TO wWhitch tNe contr o)

niracts .:%—':I‘."v ot '..,:.-.-ed e ropregents The margingl
resource In tThe co...er" o.. all .....c’* co-""

vk W - ﬁﬁc Uld'

...d:sc::. :'e-oo.*ced o 3 cem be- 2o thot Tmuckh 0f the specils

) - N\W _.v-b'i%ﬁ‘\ =>4\ -a.:m k.ﬁ!—-‘.
inlormatlion sougks Ao p:'op:‘*e"“v e *.a."*'“ﬁ". s ‘:.:.':.-s... be"a:ne <

o~y ThaL tWa "'o::‘::-ac‘:s = cﬂe.,.,_ = are oudlz )

v e —_—

QLo EONT

Toled wis fegicdol ”*Ad”e"a. Inergy ..ec,.._a.,o"y Co'"' ssion

o vdew of txe doulie ce=t oxn the wholesale capacity price

(SR .g‘\\ -' e
:’esult:-n ::cm ‘:1 “ec‘?“OC"" c\s— ne g-—-aqnﬂ - n.vq :?LJ\ v s
\“M’

b.‘a.sed,o"" ne Im vaew o7 ‘:-h-e-—-:-:-}.—:'! M ROWARE Indicating
That ":zecr\ n‘;?'a.c.. '::':::;e Mp—om'e-p-:ﬁf‘acgg'“a“e rallection of
ié:—"a\;,ua.. ayoaded sb.cr:age cost, we cams mnov a2dopt Zlison’s <
proposed Dethodology, AS we 2ave done In the case of “he-2Gapdz'S
and SDG&: :‘...“:':r. and as«ava.‘:la. e capacity p:*.‘:ce amd e Tdson's

as-ayatlanlie capacity o""‘ce‘; we w2ll 2dopt tRe capltal cost of the

co 'hvs— —n A o poy T,

v Teriie ar 2 :‘ea:o..a.._..e Irexy 200 zhortage costs
Tor ZdlwomS 2amm capasity Pricew, ThAs comclusion does

orie neT dreciude
The adoption of a more brec:::e shexcage COST ::e';..odc:'.og Tor
Zd0son I fuvore hea......s.. ant does mot pr c‘.‘..: the uce of wholesale

capacivy prices In such 2 me*hodo.‘.cgy.
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3. Conclusions on Capacitv Prices

In D. 82-04-071 we concluded +£has: "2t present the ¢&s
turbine is the best surrogate we have for capacity and it is consistent
with an energy payment based on ¢il or gas". (Mimeo p.2). We zeafiirm
that conclusion today. In reaffirming this conclusion we 4o not
20sit that the combustion turbine is the most exact measure oZ
avoided shortage costs. Given the evidence in this proceeding we
essentially face 2 choice between imperfect measures of avoided
shortage costs: (l)the utilities shortage ¢ost measures, which have
been inadequately substantiated and shown to be biased downwards
in certain respects and (2)the combustion turbine proxy which is
also an inexact measure anéd has been argued to be biased upwazrds.

Given this imperfect choice and +the uncercainty surrounding avoided
shortage costs we choose the combustion turbine alternative because

it gives a stronger incentive tO cogenerators ané small power producers.
This is proper, we believe, because these power sources bring with

them many important benefits to ratepavers which are difficult ¢
quantity ané not captured in the avoided cost calculation.

We will cirect the utilities to £ile as-available and £irmm
capacity price schedules based on the capital ¢costs 0f the combustion
turbine, using the combustion turbine cost. assumptions adopted earlier
in this decision. We also coaclude that the possibility of developing
a more refined shortage cost methodology which accounts for year-+to-
year variations in reserve margins is worzh exploriag further. The
issue will be raised in PG&E and SDG&E's current rate cases, and in
SCE's S5-year forecast.energy price offer (A.82-04-46). Any revisioxns
to capacity tables will be made prospectively, £or new contracts.

They will not apply to QFs which have already signed firm capacity
contracts.
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A. General

D.82-01-103 stated thet energy payments should de derived
Trom 2 utility's shortrun operating costs, *eflec ing the varladle
cost OF providing an additional unit of electricity. In caleulats

the energy prices, the intent of the declision was "co capiure 23

aceurately and timely 2s possidle the current marginal energy cost
incurred by the usility." (D.B2-01-103, page 31.) The decision
cated that the current practice was t0 uce the previous three-month
0Ll costs and forecasted incremental heat rates. In a later ldecision
(D.£2=11-087), the Commission made z revision and adonted prospective
fuel prices in tThe event that gas iggzhe marginal fuel

The parties in the case represe n::ﬂb sxmall power producers
generally were concerned by the unpredictadllity of The energy prices
and dy their ina2bility to verily the calceulation ©F these numbers.
Various suggestions were made t0 provide more cersainty, Including
proposals to include formulas for energy Iin the contrace, to use
average annual incremental heat rates, to estadblisk price floors, and
10 levelize the energy payments over Time., In general, the utilitles
re;ecﬂésuch proposals as being unworkable, overly burdensome, O
unresponsive To changing conditions.

We »esolve these conflicting concerns by oxdering utilitiles
T0 provide as much certalnty 2s Iz possible in thelr contracy and
procedures without undermining the bacsic concent o'ﬁgze avoided
energy price applicadble €0 these standard offers. The »isks QPs take
relating to energy prices Iin these Offers are not unlike the risks 4n 2
competitive spot market. Tor example, small power producers take the
risk of changing utility fuel costs in future years as they influence
the marginal energy —2te. It 4is also ccﬁs*s eﬂzhgyﬁ Incremental
heat rates to Lluctuas q}P:ane, in fact they-w:ll vary depending on

ture supply and demand conditions in uu__-ty operations.
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SDGLE argues <that the Commission's program $o0 develop
small power production Tsignificaxntls reducegﬂQF’s cbii ation
t0 compete In an open and Iree market for <he sale of OF generated
power.” Noting that "the F recelves 2 payment Jor ITs power
from 2 regulated environment instezad of an open
Diepe argues that "[tlhis sudstantiel reduction visk
in:h?': operation, compared to an oOpen market dusiness operation,
2 an unprecedenteld preferentizl benelist providel by the

L B B ] Py

Ve dilsagree. As descridel z2bove, QF prices behave similarly

Tate of Californiz to unregulated dusinesses.” (Briel, page 2.)
O those L 2 competitive supply marke:, and the pricing deoes
¢reate considerable »isks for QFs, not wilixe those In 2 competi-~

<fwve market., In fact, our comcern is that the administratively
established prices ILn this program may creave more risks Tor
QFs than would opern market »rices. nlilke 2 Tree mariet,
alministrative changes can affect dbasic pricing nmethodologles,
changes in supply and demand conditions. We agree

these »isks should be mitipatel whenever

major administrative rick Lmplied Dy the proposed
gontracts Ls <he possidility of 2 change in pricing policy by
future Commissiens., Specifically, as the contracts curren&ﬁ%re
written, some future Commission could order that 2 new pricing

> L

- em

polley be adopted with prices dexrived 2t less than avoided

costs. We o not belleve such discretion 1s appropriate.

While 2 future Commission xmey have the prerogative to ILmplement
ricing policy changes prospectively for new small power contracts,
Fs whieh have already bullt projects should received payments
derived from the pricing methodology in existence when the

project was bullt., Otherwise, far Too much price uncertainty

L o v o

will exist. Accoringly, we will opder that utilities Include

e
2 provision in 2ll their sonemeiisTnerore us Which assures

QPs that they will receive payments throughout the life of the

specific projecst Shal—ame lerived from the uttlity's Tull shorte
> &
T gvolded energy costs, as approveld by e Commission. This
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‘ ToQunrmedt Wl 2ot ue \/
Mimegyayese that 2 framework is estadblished firmly, with prices

[y - b - v as

dexived Irom a utility's full avoided costs. Since These

-ad

contracts a2re viewed 2: reasonzble, ner se, the utilicy's

axpenses Tor such purchases can be assured (D.82-01-103, page 2%). //
Such 2 proviston does not add to utility —isks FFs suggested by NG

utilities.

- i o

The seconc majJor administrative risk for small power
producers nov present In 2 competitive market is the molel \»sei V/
—eoel Tor caleulating the avoided cost payment. TUnlike most
markets in which dbuyers and sellers meet 27 2rz'cs length ©o V/

establish prices (i.e., é::Etock market or 2 commodity marke:),
the prices estadlished for small power procucers are derived
from molels Zn possession of the ut:l:::esf’gﬁ approved Dy this
Commission. Not surprisingly, the small power prolducers are
skeptical of this arrangement.,/ 2ane would 2t least like these
mo%&%gsto be more explicit and understandadble. We agree that
. this A:Ls( ‘\a-s:.gn.‘..‘.‘.‘.cant, LoRLHTR  and \h/e Therelore(will reguire
That utilities present, in detall, the assumptions dbehind thelir
energy price caleulations and.usééggeeuéé;tgg;-Q?gfﬁfih.an
OPPOTTUNItY TO ¢eritigue the assumptions Zn the utility models.
To provide greater certalnty and clarity, some QFs
suggest that an energy price fTormulz de written 1nto the QF
contract. ¥We Qo not Iind such an approack To Be feasidle. The
ricing formula 1s highly complex and could not suitably bde
wacorporated. Furthernmore, while QUPs should have the certaintly
that thelir prices will »eflect Tthe utilities merginzl variable
costs, the actual model for caleculating such ¢osts may decome
more refined In the future. A specific formula would preclude
such relinements. 32y ¢clearly estadblishing that prices should
reflecﬁf%%ilzties' shortrun avoided costs 4n the comtract, and

e LU 2

by giving QFs an opportunity to review and comment on:utilities'

calculations, we believe sulliclent certainty is provided as %o
. how these payments zare €0 be derived.




A.82-03-2€, et 2l. ALJ/l¢

o}

2. Determination of FEnergy Prlces

While the policy To estallish prices Irom the utl,
shortrun marginal operating costc Lo generally understood,
remzins 2 considerable dedbazte o how To caleulate those »ate
The utilities' marginal operating costs vary almose cont:'.nuously,
anc at least 2t this time the metering *»chno o5y coas not
exist tO signal prices e&-ﬁuah—a.. quencz' As a result, the
averare marginal cost appliesd for 2 paxticular time per:od must
Ye used. (Me Zssue concernc 532“”%ggaghjﬁefﬁ :::dgﬁggﬁgi
should be SZa¢ under what conditions theef prices may de
adjusted from the 2verzge marginzl rates. A saconé mejor Zssue
concerns whether the methods used by utilities for caleulating
the marginal operating costs for 2 particuler period are
accurate.

wn-z$2:;§ 1ly »esolve these issves In two ways.
?irst,¥35ﬁorap-&-po*.ib le, this declision addresses tThe specific

. Ce\onag Ao
concerrg ralsec Dy, parties e4n¢e;n&hg the calculation oF energy

prices. Fowever, Lt iz clear from this proceeding that not all

oF the poventizl Issues relating to the calceunlation of energy

prices were addressed. We expé?? ﬁzgiies will want t0 offer
further comments and relinements in the future., Therelore, Iin

adgsition resolving many specific issues here, we will

p*ov_de a p*ocedure by which Qs and other parilies can provide
=X Y-
comments in the future. We do not provide th:shas a forum To
relitigate Zissues, but to 2llow new Lssues To swrlace. Small
power producer emains In an evolutionary stage, and we
have no doudt that issues will cantir ©O arise adouvt how

rices should be estadblished w guidelines established

1. Incremental Zeat Rates

One significant Zssue In this case was how often a
utility's Incremental heat rates should be revised Tor determining
prices to small power producers. Incremental heat rates, which

reflect the efsiciencyVor which utzlities can burn Zuel at the
-
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. margin, are one component In the determination of the marginal

cost of electricity. IHRs vary depending upon what plan.s are
in operation a2t any particular tinme
Currently, Incremental heat rates 2re determined
lenially :ﬂﬂ:%ilities‘ general razte cases, with heat rates
varying by time of day and season. These Incremental heat
ates are used for determining the prices Curing the two-year
period after 2 rate case ILs completed, using fuel costs which
updated gquarterly (for PGLT ané SCT) or three +times a year
(for SDG&E). I zetual incremental heat rates deviate from the
projected average heat rate developed In 2 rate case due to
hydro conditions or any other Teason, this change 2z not rellected
in the cuarterly prices.
QFs generally favor using the average annual heat rate
approach because 1T provides more price stadblility. Administrati
QFs also obJect that utilis nay deviate from the average
anznual heat rate when 1t their interests (e.g., vhen hyéro
conditions are Tavorable ané the incremental heat rates generate
relatively low prices). PGET suggests that average annual heat
rates be usel now, hut suggests That projected actuzal year heat
rates (accounting Zor hydro conditions) might be desiradle In
the future %0 more closely reflect actuzl shortrun operating
costs.
2y separate petvitionslor modifi f n IZled September
10, 1982, CMA and Imotex, Inec. pe%fetcset' the Commission 0
larify D.82-01-103, and find that utilities should use average
annual incremental heat rates for determining avoided costs, as
determined in the most recent rate case. The petitioners a*sueé"'
that actual year heat :'a.tee c*ea*b Instability 1o QF prices and
e /
are unverifiable. We will iaaoapaaaqo This petition 1nséChas
opinion.
We resolve that, for now, average year incremental
heat rates shouvld be used 4in the determination of avoided cos:s,g"
as determined In the ies’ rate cases. We have no procelura
at this time Zor verifying more current estimates, and we do not
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think 41t 4= zppropriate t0 2Z2opt more Ireguent estimates without
giving parties the opportunilty tO0 comment on The methodology.
However, we c¢onclude That actuzl year Incremental heat rate
caleulations world de preferadble because they wewie more accurately
reflect actual marginal operating costs. QPFs that are 2ble o
respond to the higher price signsal in a Cry year, Tor exeaxple,
would have a greater Iincentive ©0O provide energy when It Ls more
needed, (n the other hand, ,mall hydro p*ocucers':ggwgluc Tuateons \/
in electric supply parall e;hgé utility hyd-o g;:@ﬁ;éees are
likely t0 be overpalld using average hylro years, 2t in the
current method, since they would bdbe likely to produce relatively
ittle 4n dlow hyéro vears (when actual avoided cozts are

relatively high) and relatively more in hizh hydédro yvears (when
actuzal avoided costs are relatively low).

While we are adopting average annual heat rztes now,
we will ask utilities by Septemder 30, 1983 to maxe proposals

for a procedure €O use projected actual year 'ﬂc*emeﬁ - heat
rates. The utilities in their proposals sk ouf% aeigﬁfi&h

\uk~yu~A4.hdbnmL\HnJ
Losands how they intend to forecast hydro conditions A0 ossanlien

—a~forecast of actual year heat rates, lrer—tET Tl prpeasen
allaso—tpoponeriran—reay—mahee, The ITHE forecasts prodabdbly

-—sewr -

“™~L.
should bde mace in Sprang Vo take Into account hyd=o coméitions.

- o gle

We will not adopt any proposal until parties have had an oppor:u—

nity To review and comment on It. Utilitlies should not devia
Ao 5ama~\u\ M\‘. VJQe..V\

- e ale -
o)

from the curment two=year review procedure unt

QMPg3éhﬁizsﬂggfgiaschéyam__ad by this Commission. '
Another 1ssue ralised by stall was how to haq%;e ﬁf%g\ Méﬁi\

plants that come on t#mo which effect IXEs. D.82-Ol—103 d@Oﬁ@N# s

that IERs determined in rate cases should not include new power

plants,/ because both the operating dates and operationzl character-

istics of new plants are generally wiimown Lpaze—3=7{ FHowaver,

should a new facllity begin operation between cases, stal?

recommends that the IXRs De revised Iin an ECAC proceeling. We

will adopt this suggestion.
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Both SDG&T anc EZdisoxz argue that they should not Til /

. - ] Q’\-:-\\ ax G Y\D o et e V
incremental heat »ate data sinCe Feab . Soo—afe ¢Xplicit ocuthui of
their models. The utilities use probablistic models, which
predict the likelihood of 2 particular pl nt delng on line Iin
any partictlar hour, and estimate the expecteld average elsctricity
price based on that model. AL some cost The models could be
adzpted to procduce Lncremental he2t rates as outpuls. VWe agree
with small power a:'oducers that such Information would bHe

valuadbl j/azé should be provi de_M’\::“eﬁ‘ and expected heatv
rate data wourld p:-ov:.de P roncmmeailn i abillicy to determine

vt c2olvg '\m\

\
p".s.ce "Z:_ future periods. Such costs currently are Iincluded 2z
i’:‘.':y administrative expenses, Ho—mete—emmes. Such accounting

w e Lok
‘-s app“opr.‘.ate S ey T

2. TNttt Vowmimal Puel Costs

Many of the parties Zp—the—sass were coOncerned with
the Tuel costs used in determining the avolded energy costs.
Concerns were rzised vhether tomuss lorecast ed Tuel pr:.cgs

okl 08 o st

prior period Tuel pxi Ff, or “etro'pec‘;ive p “ce s,\ and how — O 6Y

o T M\ﬁ-_t
Gebonmime—iet Tuel “o—mompinel 2% any particulas timew woukd. be wode,

Cu:“e.....y the energy prices are set by utilities av
the beginnming of 2 cuarter, and QPs can anticipate that paymenss A"‘”\\
be based on those prices throughout The cuvarter, except for
SDGE&Z which establisher rztes three times 2 year in ZCAC. Adjust-
ments are not made at the end of the guarter to reflect actual
conditions during that quarter. This procedure gives QFs 2
clear ang predictadble price upon which they can base operations
Tor future periocds, dut 4t also resulis in 2 relatively less
accurate determination of the shorirun operating costs than 17
prices were estadblished retrospectively with :‘1..11-. mowledge
¢ what actually occurred. Some suggestions were made in the
proceeding that the prices be adjz.s.,ed at the end ol the guarter
to reflect actual prices paid during the quarter for fuel.
Payments to Qs woz. ‘i bqh‘:roac‘;:vely adjusted at the end o

3 B e

the quarter to w ac ua.l prlces paid during grazter
Lo LU
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wWe conclude :‘.':a"\c%“e... SogecuTe 2: prospecs ve.'{._v
estadblishing prices Zs preferadble. Thi nBives Qs 2 clex
rlce signal Trom which ©T0 deterzine Its operaztiordfor the
upcoming guarter. In reaching these prospective determinations,
we will attempt, 25 accurately 2s POSSidle, <o project wew T
Foeimpreiner—pmg. JUel ZLX :ﬁgk':ll oceur :.'1\ The future guarier.
Any va.ria‘;iog:c- _::. the 2 ~ofecteld price shou ..dub:ew:as -
ro—o—e> Righ auh_o« a.nd deviations should cancel out over
tinme. ZRetrospective adjustment would undoubtelly create
significant controver sy_z”af-?é‘ b'u-?::: destablilize the marke: for
small power produgers. .

Alr

In D.32~11-087, the Commission orxdexed Jgvilities o
C..uffc..J" ’ =

. o " .
LSe pReTeTTed wture.agae rices Ye—PemmuTr—iTl Jhe determination

avaid
p"oﬂ'pec ive “Pgﬁ.‘:‘l‘:’. operas ng costse, uvT YO convinue To

use 011 U2’ snventory whem 0fl s <he marginel fuel. We will

- g b -

continue to adopt This a.pg“oach o"' now, though ve w?
consider relining the oi ilce bers}_.. The ITutues

n'/-f'

Gauds raisec 2 conoer ConiCT ntvanea 825 Prices a:e
established by <kl Lsfion, Torecasting such prices might
...nvo ve speculau..-zb mmission Cecisions. We o not Tind
.,n..s,\.o be an overw? oroblexm. Utilizwiles should forecast
i-‘:-\ct;natu:'a.s. gas ices as axcurately as possidble

A mafor lagmer CONTIOVErsy Ln TRiS case wal vhe
determination of whether o0ll or gas is the marginal Jfuel

ﬂi". any parvieular time. In receat months, 0Ll in iaventory Peorprrat oyt
has been more expensive than natural gas. QFs Zave deen concerned T
that utilities have been hurning oLl while claiming that natural ’
gas is nearly always the marginal fuel. In response, utllities

argue that they must durn 011 in inveniory «:g(avo..d underlify

payments,/or for various other reazsons wh_ch preclude ol ‘-/
from actuelly deing the merginal fuel., ILE.P. questions Tthe

utilities' assertioxfand suggest, as 2 zizplilying assumpti
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for calculation, that 04l should be presumeld <o bé?ggbremen;al
Tuel oxn any day It represents 102 of the generatiozn =ix.

Tall in evaluating this Lssue concludes That o0zl Zs not
generally an avoided fuel at this tinme, and that Tohe
10% oll mix assumption 4Zs ardbitrary.

It appears that the question of whether ol or gas

is the merginal fuel will involve specific Zssues that vary
in each guarter. Accomdingly, our approach will de To ask el
utilic To fele tae nholected mar marginal fuel =mix In each
quarter/ anc allow parties anm OpPOTTURITY TO Critigue tThese
projections. Zac¢h quarter the u:il:ties shouvld 2lso submis
information on their actual experience 4Zn the prior gquarser,
Any decisions reached by the Coxxission To modifly these prices
should provide guldance for future cuarters.

Much time was spent In this proceeding on the Issue
of whether Zdison avoided 0Ll In the first quar:e“ 982,917

"’\M“ '\
whether £ g,avo_de A,Apartihs point

ous, the resplution of ThIs Lssue hes implications for fusture
guarters,as well. Zdison argues that while 01l was dburned
during this pasv year, it was 0ot marginal 42 because it was

burned either Ior es:%af or vo avoid underlift charges in
c_t\\—y\ LY (X\P s g
S

-y

Zn Ilong~term contracts. 9:&& aphéas cL.o be accurate. We

conclude that the basic concepsual problez 45 thet tThe o1l
rices used in the determination of aveided ¢osts are based on
long~term contract prices and therefore may not reflece
current fuel markets. When 2 utility avoids burning oil,
may not be a2ble To aveid the full long-term con:ract >lce
paid for 4t when 41t must either sell the o1l on‘§pot market at
2 price less thagf?bn:ract rice/or relfuse T0 take additional
0ll from 2ts supplier <o control inventory and pay underlifltc
charges. It appears to be reasonable that the avoided cost
therelore should be based either on the spov market pri or
the long-term price less the underlift ckharge. The utilicties

/

v/
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apparently simply assumed thet the avoided c¢cost of oil fﬁflgss
than gas when underliflts gre taken Into agccount and therelore
assumégi%ﬁ;:§§g:ded Tuel 4&?%%3:::&1 g2s. Given the current
e N The covrent procd oo (abiomsbips .
oll ané gacs mi%, such 2'simpllliying assumetion seenms Teasconsdle.
We cannet agree that 0il should be presuxed to be
the incremental fuel whexz Lt Zs 10%2 of the dally use. Such 2
tandard would be arditrary. We are sympathetic to a more
getalled analysis of merginal oil use in future proceedings in
the determination of The marginal energy ¢osts. The Zssue of
whether ©Ll or gas Is the marginal fuel Zs complex/and will
depend upon specific circumssances. rhf§:23;2a22§aa&=ae===..¢-
that we would expect to arise in future proceelings To review
S the utilities' price offers, which we describe below.
Another Zssue Ln the proceeling Ls whether the fuel
used To warm=up Taclilities shoulld de viewed as merginel and

caleulated in the avolided cost payment. We agree with stal?

thaet the cost of warm up Zuel cannot de anludgs S this sgmejz_
LS W s I &
since 4t iLs untlezxr that such fuel Iis avo:ded,::na-purchases

from Fs.

knother Zssue relating ©o fuel costs 4s whether
SDG&E should use 2ts G-61 commodity rate for determining the
avelded naturzl gas costs for Lts electric utility generation.
The stalf and others recommend that the nigher GN-5 r2te bde
used, which 4is the reate established for oricing between
SDG&E's gas and electric departments. The G=61 rate Zs the
generel commodity rate which SDGEE purcheses all of its ges
reguirements.

We conclude that st :fgpos:tzon is correct. When
the electric department oF SDGEE purchases eleactricity from a
QF, ratepayers avoid electric production with costs derived
froz the GN-5 rate for the purposes of caleulating SDG&Z's
electric ratves. By estadlisning Q& prices using the GN-5
rate, ratepayers are indilferent between pu:chase§;;§?bFs ané

\/
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utility generation, consistent with avoided cost princinles.

To base prices on He G-61 rate would mesuls Zn 2n underdevelopment

ol QF resources, leading o uneconomic use oOF natusal gas in
urilisy Dodlers. Use of the G-51 rate would 2lso result in 2=
iaconsistent pricing system between Q?s in EdisozSand SDGEE's
territory. Zdison purchases gas from Southern Californiz Gas
Company 2t the GN=5 rate. It wotld de inconsistent Zor SDGLE
TO IZmpute a2 lower gas rate simply dbecazuse It L3 an invegraved
utilisy. We 2150 note thet PG&T currently derives i1ts a2voided
rom the eguivalent of the GNa5 rate.,
U:-li:ies argue that fuel Ls not aveided when 4t is
beiag durned T0 Zaintaln spinning reserves. 3y delfinition,
we agree., In the event fuel 45 being durned 4in +the facilis
allow 13 <o de aviészle for Tuture periods, the svallabilicy
of QFs does noT 2llOW,UTLLATY TO avoid that Zuel.
It 4is evident that the deternination of the marginel
fuel co3ts for utilities will remalin 2 controversial sudbject S
and uha:h%k“‘es will want <0 be involved in reviewing the
uildos """'S‘“‘““‘““As CMA poinTs out, the dollars involved
axre ;arsej?g; will undoudbtedly grow in The future as the F
market develops. It is Lmportant that we estadblish an under-
vandable and balanced forum in whlch partles can review and
comment on these prices.CRWe will therefore adopt the following
procedure. In the case of PGEZ and -f:?we will orxder <he
utilities to Tile prices Tor energy payments one month priec:
To the quarter in which the energy prices 2pply. These
p*ices,gzhd a detailed description of the assunpt:oﬁs‘ﬁﬁtkb
der‘v,ng-*hem shou’d be filed with the Commission. In addition,
the utilisy aggﬁz make ava_lable This information +o Lnteresvted
parties for their —eview. In the event either staf? or *\&—
interested parties odject To the ﬁ;lcé' prozosed, 2 moviozn ToO
adjust the price nmay bde filed t0 the Cozm.sgs/n. n .he
movion, the specific concern must be stated,/ and 2 recoxzended

/
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resolution sugsested. The Coxmnission will cecide what Zusther
action to take depending upon the nature 0 tThe DOTZon. '

In The event no action is taken by the Commission by
the time 2 qua::er begins, the utilities' prices will so intT
ellect. These prices may be adfusteld uwpward and zppli
*e:rospectively in the event the Commission later reacheg
a2 determinzs That the prices posted were w00 low. EHowever,
no downward adjus:men:s 21l be made retrospectively to avoid

ricing uncertainty for Q?s.

SDGEE currently s establishing Zts prices three
times a yea_ in ZCAC p*oceed_. . we will continue this
procedure. Like ,be—ééé and 2G&Z, SDG&T should spell ou;“gzﬁ—
assumptionsh_n deriving its numders.

Ohrlocee, Ve expect utilities =0 forecast as accurately
as, possible thelr actual mas -s.nal operating cosvs Jfor future

. [ ]
1heles 7 s wvsary, Thaor N‘P’c"‘\l wtl PN St PN Sl b (T T T & SO

quarters, We expect +that as we *each detisidns welat ing <o
various _ssues regaxrfing price In the -u:ureﬂtga‘lizs;s will
incorporate those decisions. OQOver time the usiitawll pmocelures
should become fairly understandadle and »outine. We have no
doudbt that parties will question utility deterzminations, and

we expect To review thexm carefully. EHowever, we do not intend
©0 relitigate issues In proceeding a2lter proceeding.

For this procedure To work, 4T is intumbent upon utilitles
<0 present their Znformetion clearly and understandadbly. QFs
must be able to understand how prices ara being determined
to make intelligent investment decisions. We expect <That
utlilities will keep all datz relating to Q prices well organized
in a central place to permit parties ¢o review the calculations.
C. Adjustments to Energy Prices

A mmmber of Zssues were ralsed In the proceeding
resard_ng adjustments ©0 energy prices for various purposes. We

o~
26 these Lssues 4n this section.
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1. Avoildel Transmission and
Degeribusson Loses

b T |

PN
. . el > n vidence L nregented ILn this proceellis
A ~ e o o evidence pre Ris p ng

chat Qs allow ustilicies 0 2voeid wransmiscion anéd Aiszoridut?

.t o gy by Ak s\

systenm costs. Therelore, none zre included Iin the zvoided
o o o °~. “‘\
cost paymexnts filed by the utilivties. We Iind this noQ be
approprizte at this time.
2. Varfable Operations and
Mazintenance Costs

There was generzl agreement That variable operating
andé maintenance costs chould be Zncluded 4in the avoided cost
deserminations. However, PGLE and SDGEE 2nclude BT
energy paynents while —g'—?éwzncludes 2:5“%-:::—: E’apaci:?:ﬂgg ’
constsreney, we will order ‘;ha.':M .';-é' Ce% :'t%cluded as part of
wnfe energy pavment. In the regular price filings, thae
assumprions regarding the derivation of wvarianle O&M should
be IZncluded.

3. wine Losses

D.82~01-203 ordered applicants %0 "include costs or
savings from line losses Zn the aggregate,” (Ordering Parazraphs
6(a) and B(e)). The Commission created an excepsion that
Zine losses will be exemined Lndividually for "projects one
MW or larger Ceveloped 2t sgites remote Irom load centers.”

W Thal OCALL OV ol e VN ALL It S St Ed

The record,indicategthat Inburrrotes - p
PENLLT el DY she usTilisies To determine appropriate Loss
rates. PG&E's stuly does nov :.:'feren‘.:é.a:e between remote

Ao O .
sfttes and other QFs, while SDGEE and H6= have nov undertaken o
e
- - " » - -~ . A™ - Caclin et -~ .
study e+ 2ll. In the absence of sac“hsuudy we will 2 o\pvi \‘*)‘"’
Sl ek LDt 2. 105 LaCtOr OF l.OfSe ap;ﬁed;\d‘-oa et
2ll QFs 4p—all-usilicies—at -this—tize.¥ We will 2lso adopt the

hey rmhf: et “:;u-v.o ‘_&F; Lt bossey are,
suggestion that loss factors be estadblished for thiree vollage cqacd P utdnty
levels. \ 4 e, Piatlowts, ahork

. <e¢
He will alee—ndopt the stalf position That studies ,“":::“""‘“-
be performed by utilities to determine the aggregate line sobn”

; - - ARV
losses of QUFs. W wtit—0aopimompomedudlt 222 PGEE should repo:‘t,‘ '
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‘ :uhad\
zn € months/ and SDGAT and~2Cr in one year

The »ecorg indicates that at this time a2djus
for line lozses for remote sites Zs deyond ouwr
b=t We wlll therefore suspend the use of specific line
105ses Tor remote sites until <the problex 1s detier understooc.

As part of the stucdlies reguired of utilities, we will 2sk ZTor an
analysis o how t0o identily »emote QFs/ and how To reTlect 2
different loss rate. Tatil such studles are performed, —emote
QPs will not have individual line losses agiustments.

PG&T sugmgests that individual line losses should bhe
established. Thigﬁﬁgul not comply with D.82-01-103. The ine-
dividual determinas I line losses would create great
ccmplexi:yf;gid would very likely zesult in Treguent cCisputes
between the utilivy anc QFs. Aggregate line lossee deterninations
are appropriate at this tinme.

.r~“@b

SR AR PN IT U
DOl O Oy,

2. Transformer losses

An issue was »aised about whether <transformer locses
should be Included 1 aveided cost payment, and A2 so, how that
loss should be deter stall suggests ar“ﬁﬁzgiﬁﬁFéo lution:
sinply place the meter on the utility side oFf the **a“storme.,
theredy automatically 2ccounting 7Tor the transformer losses in the
neter rea2ding. Wwe will adopt thisg;ﬁﬁﬁﬁzfﬂng'Zf a QF degires <o
have 2 meter on itc side of Tthe transformer, LIt may negotizvte 2
Trancslformer loss rate with the ustilisy.

D. FTefusal 0 Purchase znd the Hydno S»4ll Pate

the of the nmore complex lssues melating <T0 energy
payaents regards the periods in which a utility may refuse ©o
purchase from Q?sfbér ofler lower prices to reflect current
conditions in the utility system. As descrided earlier price

/ .

v’

v
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25 establizhed for electricity purchaces Jor a tinme pariod
based on projected averzge marginzl costs “he actual

avoided costs *ﬂcur*ed will vary :hroughou‘ the period, verying
around the average astadlished.

There are certalin conditions in which the actual
avoided costs deviate =0 significantly from the average that
specZal treatment may be warranted. In particular, D.82-01.103
Tound that in-?h?—&ﬂuﬂﬁﬁhwh*#!fé?%he utility actually incurs
costs by pu:cha tng energy from 2 QF (2 "negative avoiled cost"

the utility should have The right to curtail QFs.
, The Comission alse comcluded thatl se—e—e-onditvion 4
snLll water over its own Hvd*o e-ectr:
> to purchase from QPs, 2 lower pr:ce is

The decision €id not, however, parmit 2 lower
>ice To De establisheld during periods when economy energy
is purchased or 1o Rilep—erSitiomT Whenl avoidlel ¢osts are
positive. nticipated ecnony purchases were o dDe averaged
in Tthe avoided cost applied Lor the entire Time period.

v/

Fllowing utllitles to pay lower rates or curtall
cust aners tnexpect Ly creates significant complications
for QFs Dbecause of 5§5¥§§£7ﬁc“’1cation reguirements and price
Instadbility. It i1s 2lso very difficult <o estadblish what the

L T

lower rate Quring periods of economy eﬁe‘%&.oteu @»0 spill

shovld bDe. 7Tor this rezson zhs—CAmnéaaévn dec*d#d‘gb very
narrowly cdefine the period and %o include .he expectel economy
enexrgy purchases in the average rate for the entire peri

What is lost in precision 1s galned in administrative workability
and prilce certainty.

The parties in this p“ﬂfgq&:ng suggest altermatives
and refinements to This approach.” QFs suggAS'e"‘?_zed limits
on the number of hours that they caéﬁﬁfbe curvailed or offerad -

to—be loweref'hydro spill rate. A numder of proposals were
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made 0 limit the applicability of curtailment and hydro spill C«ﬂﬁﬁ‘“"
BppiroabiItt R St2ff proposed that a l00-hour limit ve .

established for curtailment and hydro spill a?;,,oSEZkh, v
the IEP suggested that a total of 200 hours be applied $03#9 4
both. Stall suggested that In the eveﬁ* he T is reguired

Shoot
tTo curtall more than 100 hours, i, be pa_d Lo the addition

-U-

hours based on what 2t would have produced in event curtalle-
ment had not deen Invoked. Stalf argues <that It Is unlikely

that OPs would de curtaliled Tor longer than 100 hours 4in any
event, and the 2dded certainty adout dbeing paid mekes the
provision worthwhile., Ttilities, in generazl, Oppose such »estric-
tions in the contract, arguing that such provisions would de
Lnconsistent with D.82-01-103,2n¢ could tend to overpay Ifs.
Procedurally, we agree with the utilitiss that
restrictions on the number of hours that curtailment and hydro
spill conditions apply would be Liwmweotls Inconsistent wit
D.82-01-103 and D.82-04~T1. Those decisions atitemyt

iss Lo very
arrowly define the conditions In which either term could de
applied in oxrder to reduce uncertalinty for QFs. However,

lacking any evidentiary dbasis, neither placed limits ig}%he

application of those provisions.
While we a2re sympathetic of the concerns of QFs thet
they must understand what the outside limit the application
of these provision could be, we nave no evidentiary bdasis to
determine what that lizit shouvld be.

mphodan o ‘

! we will, therelore,

order utilities to undertake ézgéﬁ§§ +0 estimate the maximun
probadle limit for hydro spill and cur;?'gm»ﬁ* congitions St
~a-likely tO octur Iin future y#ar;AF.o p.ov‘de Qs with more
certazinty about the likelihood of theEse p“cv:si ns being imposed.
These studies should be submitted o the nZssion,End
p-ov:.ded to partiessrt fi.a w_a-.-t:l..._ o-wJ Bt

s fudlie,, me prill e toin 'Z’V% 7%
ML;@ . 82-0(~ (03 1o L Pl >
° M o Hradz for wwf%v-/r‘/-kﬂé""““‘(
O lagdrw spil  comdeliois .
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Zour Curcallment cior

s have suggested that 2s an option, QPs de
offered a curvallment provision that app les ©o periods of
econony energy p**cha*es,*éhd which 4neludes a2 600-hour annual
limit. While we welcome *fgt‘g;hg??e* belng availadble as an
option, suégfﬁa-offeﬁffé outsicde the scope oF these complilance
proceeldings. The standard offer showld De bdbased on the nega-
tive avoided cost and hydro spill conditions outlined in the
eriginal deciszons. We will view the 600-hour curtailment
provision option as 2 nonstandard contra 1,bé§2£<e we have not
reviewed the)&gtail: I how the curtailment provisions would ) v/
work Or how iz wbuld affect the marginal energy prices. “l-t.y /o

- /. ; !
ORI WAL G Sl PRl K RN SR I Y k™ ey fﬂ*g>,¢,,.,;.-.-r- PRI A _/,

2. Imolications ofF Curtailment on Pirm Canagity Pavaents

$L e oo
o
"
An issue 2rose on how curtailment provisions relate /TC ¥
to the firm czpacity provisions. We conclude that QFs shourld
be presumed To be available during curtallment periodsjand -
should be eligidle fop any outputtPayments (even i7 not

ctually provided)/ since the QFs are dbeing curtailed by the

utilivties. Ve will therelore adopt the stalfl's su estion +hat

Thos. 'C.u\c.w..\of\
the contracts Dde moditieq <o *e 1ec* S, -“:¢ *cso wvion
\’\\1\

L7
comports with D. 82-01—-03 J&Zc tates that Q? T firm capacit Pl
contracy should dbe paid ror capacitly cwring ..m~ of non-purckhase

(Prpe—fim

3. Ce‘Inve*na’ Use of Enewrsry Durine Curtzilment
[ s 7Y

KPart:es suggest that cogeneration facilities operating
under simultaneous purchase and sale camiracts be permitied
T0 use energy internelly in the event of curtailment. We
reject this proposal. As stalfl points out, curtailment is
likely to ocecur In periods of extremely low demand, and any
further reduction in demand caused by internmal use of electricity
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{ dode,
would likely reduce the value of curtailment,/and de costl y\gu'*“c‘* R
I7 a QF agrees to sell all of 4t output under simulsaneous
purghase and sale, the output should de subject <0 curtazlment
- *curcu\\t
S wvother QF.
L. Yotice Reguiremen

R E D \:.m(\s*\ A
VQ.%T In oxrder L. = IOnger notice reguirements ww Curul~
“~

n Were suggested. D.82-01-103 established notice guidelines.
We €O not see any reason TO changs them here, O course,
utilitles should give as much notice 25 possidle of impending

urcallment.

Drice FlLoors and levellze2 Daymante

Ao,

Suggestions were ma2de in this proceeding to estadlish
a2 price Iloor for enexgy payments 2ndé <o levelize energy pay-
ments. 3otk Of these suggestions are clearly outside the scqpe
of these compliance hearings. The levelized paynent opti
was addressed and rejected in D.82-01-203 (Pages S:—SS)!‘@nd

the floor comcept was not discussed at 211, \
T a Tloor price were established, some »efuction

T the energy price would be necessary o remain within the
avoidec cost cemeept. The Tloor reduces QF risks, fund creates
the possidility that a2t some peint the Zloor Price paid might
be above avolded cost. I retusn for this seguzity, 2 lower
price Qggrrest T the time Iis 2ppropriate. We would emcour
util:‘.::es To negotiate nonstandard comtracts with 1 .' 'Qﬂ‘ “24 payeents
QFs are interested. o

L
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Further Modifications of Contraces

. . ' . v
This fe—em—irwerdm decision. We will issue later in 1983 e
aurpine . . . : : . .
a—gina4-dec;szon regarding other issues raised in this proceeling S
which may result in furtler modifications to these contracts.

QFs interested in signing contracts between now anéd +the
time o an final decision may be reluctant to sign until the Commission
resolves the remaining issues. To rel;eveAuncerta;nty somewhat, we
will give QFs who sign contracts between the effective date of +his
decision and the time 2 final offer stemming from these compliance
hearings takes effect the opportunity o switeh from the interim
contract to the final contract. QFs may not switch from one standaxzd

offer to another, but may adopt the final version of the particular
offer signed.




~ .

Fincings of Tact

‘1. The California Public Uti licies Commissiorn has 2

DTIDUInGinterest in promoting the development of cogeneration
anc smell power production facilizties.
2. By 2.82-01-1032 in Order Imstituting Rulemaking (OIR) 2
each electric utility was required within 45 days of

<he effective
date of that ozder %o

file stancdard offers to be made to gualifying
(2) as-available emergy and capacity based on 2 short~
run avoided cost methodology, (B) £irm capacity based on 2 short-run
marginal cost methodology, and (&) ezergy and capaczty provided by
QFs below 100 KXW in size.

3. The offers required by D.B82~-01-102 were included in the
applications which are the subject of this order.

4. ©Pvidentiary hearings were held with respect o A.82-03-26
(PG&E) , A.82-03-37 (EQison, and A.82-03-78 (SDG&Z) 4o determine each
£ these utilities' compliance with the reguirements ¢f D.82-02-102
and other related orders in QIR 2; the reasonableness of provisions

facilities for

included in %he utilities' offers, bBut not specifically addressed in
the QIR 2 édecisions; and <he factual bases Zor
in each of the standard offers.

<he prices contained

5. Consideration of issues recited in Tincing 4 above Zor
A.22-03~62 (Sierra 2acific Power cOmpa:v), ».82-032-67 (Pacific Power
& Light Company) ané X.82-04-21 (CP National Co:porat'on)sﬁﬁg”bees
Ceferred until the resolution of and final cecision in A.82-03-26,
A.82-03-37, ané A.82-03-78.

6. An additional issue properly addressed during the
evidentiary hearing was the appropriate methodology for determining
capacity costs, bzsec on the shortage cost concept, under 2 utility's
firm capacity standard offer. Revisions of the methodology for
caleculating 2 utility's  as-available capacity pavment is reserved

for =he utility's generzl rate case 2s specified in D.82-04-07..
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7. Por a decision o be issued in this proceeling prior =

<he ené of 1982, orly certain issues rz2ised during the hearings and in
ciefs can be 2éidressed. The remaining issues which are Dot resolved

by 2his order will be considerec 2s eaxly 2s possible in 1983,

8. The issues chosen £or consideration in this order relating
to the uttilities' capacity ané energy payments will provide QFs with
sufficient options +0 make the economic decisions necessary for
determining merits of roceeding with or conmtinuing a particular
project.

9. Payments for as-available capacity do not reflect any
value for comntract lencth, notice, termiznation or sanctions,
since such provisions zre not part of an as-available offer.

10. 7Pirm capacity is viewed as an increase in the utility's
supply of electricity with corresponding performance standards,
termination provisions,ané sanctions.

1l. D.82-01-103 regquires that (a) £irm capacity payments

reflect availability during system peak periods including such
factors as dispatchability: reliability: contract durztion, temmination,
and sanctions; scheduling of outages; and availability Qduring
emergencies; () the value of each of these factors . be
calculated based on standards comparable to performance standards
the utility would@ impose on its own plamts: (¢) the sum of each of
these factors pe included in the resulsing capacity value:
(&) a QF that exceeds operating standards normally expected of
utility plants be able to earn 2 higher capacity payment:;
and (¢) when resource limitations exist to reliable operations, plant
capacity factor may bde a better measure of reliable operation than
availabilicy.

12. Each of the uvtilities proposed 2 Cifferent 2pproach <o
performance standards izm thelr £irm capacity

stanfard offers.
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13. Three generzl =vpes of performance stanlaréc have been
ropeses in the utilities' filings--the £irst hased on 2 level of
peak perioc availability (PGET's Option 1), the second based on 2

level of peak pe:iod output (PGEE's Option 2, SDG&E's Opzion 2,
Zdison's single option), ané the third requiring only 2 certain
contract duration with no specific reguirement for peak period

Ttput or availlability (SDGAE's Opzion 1).
i4. PGLE's Opticn 1 availability standaré reguires the {OF
To De dispatchadble and zvailable during emergencies ané €0 maintain

2 certain level of peak period reliability. The option also imposes
sanctions and termination provisions f£or nomperformance and allows
for scheduled mainternance.

i5. As modified herein, PGLE's Option 1 is reasomable ané
ir compliance with D.82-01-103.

16. PG&E's Option 2 output standard emnsures reliable operation
during pezk periods and emergencies and, like Option 1, imposes sanctioie.

aRé—termination provisions £or nenperformance with an allowance for

scheduled maintenance.

17. &As modified herein, PGGE's Option 2 is reasonadnle ané
in compliance with D.82~01-103.

18. An 80% summer peak hour availability'o: output requirement
under PG&E's Options 1 and 2 is reasonable.}Eﬁd/with PG&Z's revised
reduction ©Of payments provisions, is 2 sufficiently flexidle
FEt2CS of oF performance.

19. 8DG&Z's Option 2, an output-based performance offer,
reguires only a 50% level of ousput during all peakx and semi-pezlk
hours. This standard of performance is not commensursate wish zhe
utility plant avoided by QOF purchases, which plant would have 2
higher level of peak period availability than 50%. Additionally,
termination provisions ané s$anctions are not imposed for failure
TO meet this standard.
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20. SDG&E's Option 2 is not inm compliaxnce with D.22-01-103.
2l. ZElison's output-based perfocmance standaréd fails wo
Socus on peakeperiod availabilizy, with 2 50% performance level
which is too lexnient £or the peax period ané an emexgency
availability recuirement which is <00 stringent ané places %00 much
emphesis on one aspect ¢f peak period availabilizy.
22. Zdison's output based pesiormance standaré is not iz
compliance with D.82-01-102.
23. SDG&E's Option 1, whick merely requires 2 contract commitment
for a specified period with no peak period availability or
output regquirement, fails to reflect the periormance stancards
for firm capacity offers required by D.82-01-103 and is not an
option to purchase £f£irm capacity as defined by that orxder.
24. SDG&E's Option 1 is not iz compliance with D.82-01-102.
25. It is necessary f£or the utilities to refile their
. standard offers for firm capacity to conform to D.82-01-103.
26. To comply with D.82-01-103, 2ll utilities must £ile
standazrd offers with payments options based on both 2 QF's
availability ané energy production. PG&E's Options 1 and 2
serve as basic models for such options, as modisied consistent
with the f£ingings in this order. ’
27. To achieve overall compliance with D.82-01-103 anéd <his
orfer, the following principles shoulé be incorporated in an
veility's £irm ¢apacity standaré offer:

2. Dispatchability must be defined <o
give a utility the right <o reguire
only increases, not decrezses, in 3
QF's operation. Any other definition
permits unwarrantel axd unreasonable
intesierence with 2 QF's operations.
Dispatchability need not be limited <o
on-ané micpeak periods &nd emergencies
if£ an approach like that usec i1z PG&E's
Option 1 is adopted.
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Zach payment option must provice

for payments in excess of 2 vTLlity's
capacity costs for QFs whose perzormance
exceeds that of the utility's piants.

7o receive the higher payment, the QF's
performance must consistexntly exceed

“he mimimum level of availamzility of

<he peaking unit use€ 25 2 ProXy toO
calculate the utility's shortage COstsS.

A peak period availability or capaciiy
factor in excess 0f 85% is 2 reasonabl
moucurareme periormance sfanéard <0
require of OFs entitled Eapacity pyments
in excess of 100% of <the shortage CoOst
proxXy. 22 80% reliability factors Is
reasonable for offers based oz 100% of

a utility's capacity costs. For an
availability optiorn which permits the
higher paymezt, a3 more ¢ertain meastse

of the OF's dispatchability is required
than presertly provided in PG&E's Option 2
in order +o determine whether and at what
level the QF actually exceeds the utility
plant's operation.

PG&E's proposal with respect to the

treacment of small hyézro QFs whose

payments are based on the IZive ey vear
average, but are experiencing a “driex”

year than that. average, =is reasonable

and shouléd e adopted £or 21l utilities

with ome modification. It s reasonable

<o permit hydro QFs to be faié during +the
ndrier" vear for the amount of cepacity, i%
any, actually édelivered <o <the utility. It 2
reasonanle <o apply +he provisions governing
reduction or reinstatement of payments adopted
herein to the vear following <the "drier" year.
Tssential elemenzs ¢f a2 scheduled ma2intenance
standart zre 2 reasonable allotment of cays

£or both routine maintenance and major overs
hauvls, stfficient notice to 2id utility systenm
olanning, aad appropriate tfiming to aveoid periods
of croakest demané on the utility system. The
scheduleé maintenance allowaznce shoulé be uniform
for all veilities ané shoulé inclucde all of the
elemensts ané reguirements listeé in the
discucssior of scheduled maintemance in this
éecision.
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PG&E's revised zapproach for “ecnc-“g
pevmeubs tnder either its avaslabilicy
Or energy ouLpLt pRiment opiions for
nonperformance Ls reasonable ané should
be adopted in 21l urility standardé
offers for im capac;.v. This modified
approach permits payments Lo capacity
ac*ua”v delivered curing a l5-month
oba onary pe 10é with <he potextial
He origin 1 payment level being
*e-ns <eé or <the QP's capacity deraced
at the endé of the period depending on the
QF's performance during the peak months.
The difference bezween the contracs
capacity ané the reduced capacity is
appropriacely subject to conmtract
Termiznation provicsions. TFor the capacity
actually delivered Quring the probationary
period, z2n allowance or credit for forced
outages at the level otherwise specified
in the utilitv's standard offer should be
included. No retroactive paymexnt is
necessary.

28. No provision is required in £firm capacity standaxd
offers to permit as~available capacity pavments during a start~-up
pericd. A QF seeking as-available capacity pavments curing the
period before its firm capacity operations commexnce has the
option of signing a short-term as~available capacity contract.

29. Zach of the utilities properly responde€ o 2.82-01-103
by including termination provisions iz their £irm capacity standazd
offers.

30. The utilities' wermination provisions must be reasonatle.
2l. ermination provisions should encourage QFs <o fulfill
their contractual ob-zgatzons, provide reasonable certainty
0% the conseguences 0f termimation, and make the uvtilicy ané its
ratepayers whole.
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$2. There is no reason Zfor termingstion mrovisions o
vary ¢reatly Detween utilities with respect to the hasic :eéui:emen:s
o< such provisions.
33. Liguidated damage clauses, which limit damages %o the
anmounts or formula prescribed in the clause ané provide a
party with advance knowledge of how the damages for termination
will be éié;ulgted, are desirable ané reasonable for inclusion v
in every utility's standard offer for £firm capacity.
34. t is reasonable for the liguidated damage clause
Lo cover reimbursement of unearned czpacity payments. The
utilities’ methods for calculating this reimdbursement are
reasonable, with the exception of the need for a uniform
imposition of and standard for interest to be charged on the
amount refunded.
25. The published Federal Reserve Board three months
Prime Commercial Paper rate (plus 50 points for SDG&E) is currently
used to caleulate interest on the utilities' varsious accounts and
is 2 rezsonable rate to apply to the repayments recuired of a
QF who terminates its £irm capacity contract.

36. It is reasonable Zfor the utilities to inmclude ligquidazed

damage clauses to cover the replacement €osts associated with QF
termination and to provide =z reduction or elimimazion of those
cdamages for a2 QOF which gives the prescribed advance notice 0f ixs
termination.

37. Each utility's standazd offer for firm capacity must
distinguish betwees those QF's terminzting with prescribed notice,
for which replacement damages are zedwcedor eliminated, and +those k///
which do not.
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38. The specific notice regulired for rmiznation shoulé cdepené
on the amount of capacity being termingted anc may be utility-specific.
The proposals of SOG&Z and PG&TZ are reasonable: Edison shoulé be
reguired to prescribe 2 table similar <o those proposed by PG4LE
anéd SOC&E varying the length o0f notice according +o the amount
of capacity being terminated.

39. TFor (QFs terminating without prescribed notice, it is
ceasonable for all of the uvtilities €0 acdopt PGEE‘'s approach =o
calculating the damages o be added o the refuné o£ overpayments,
with one mocification. The adoptel cdamage formula chouvld reflect
the time needed, as reflected ir the notice table, to replace the
lost capacity.

40. The utilities' calculation of damages can properly
refer to future ¢apacity prices. A\ ‘ L//

4l. Any regquirement that a QF, provideg evidence of its
ability to make potential termination payments is burdensome and
unreasonable.

42. Each utility's £imm capacity standard offer should
incluce examples of the operation of its wermization provisions.

43. A reduction irn capacity should not result in a complete
cermination of an agreement: however, the termination provisions
carn be applied to the amount being reduced.

44. D.82-01-103 clearly provides for a limitation of one year
Lo conversions f:om,g%ﬁultaneous purchase ané sale of energy +to v
sale of surplus o“ly and for the application of ternmination

rovisions ,azcb:s FrO20) undertaxe such a conversion.

45. It is reasonable for a utility to provide that a QOF
which undertakes the conversion referred €O in Finding 44 zbove o>
subject to termination provisions only for the amount by which
the contrace capaci:§ is reduced. This approach complies with
D.82-01-103 and the eapplication 0f termination provisions %o
capacity reductions and shoutld be used by eac¢h 0f the utilities.
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$6. Z=céison's inclusion of 2 notice reguirement for the
Termination of an zs-available C3pacity contrage is unreasonable
15 in coxnflict with D.82 -Ol-lOB,and should be delezed. Thas
decision specift icelly states that termination provisions are

ROt appropriate for offers to purchase ss-availabdle power.,

47. For the standazd offers <hat are =he subject of these
compliance hearings, 0.82-01-103 :equi:éi that aveoided costs be
deZined sccording to avoided short-sun masgimal cost s, ame bae
compeonent of this, avgégéc shortage costs, shouwldé e the basis
for firm ané as-availadle Capacity payaents.

48. Iz D.82-01-103 ané D.82-04-071 the Commission adopted
the capital costs of a comdustioz turbine &s & prToxy for shortage
costs.

49. D.82-04-071 specified that as-available Capacity payments
are to be based on the full cost of the combustion tuzbine and
that 2ny refinements of this ProxXy would oxnly be considered in
future general rate cases.

50. Pursuant to am ALY ruling, the utilities were allowed
Lo introduce into +hese compliance hearings methodologies which
adjust the full combustion <urbine shortage cost proxy £or firm
capacity payments.

51. Combusion turbine costs vary from one utility <o aznother

-

Decause of &ifferent financing costs, environmmen<al reguirements

4

and locational factors.

52. Tt is not reasonable for estimazes of combustion
turbine costs calculated at a2 given <ime 20 vary <rom one uti
to another orn the basis of general economic ipd: ces. '

53. Edison's combustion turbine czpital cost estimaze of
S415/KW for a Jazuary 1, 1982 plant on-line daze is reasonable.
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54. Tail's 23.year plant economic life for the Zdison
combustion turbine estimate is seasonable ané consistent wizh
D.93887.

55. The escalation and discount rates used by staff for
the Edison combustion turbine cost estimate are reasonable for
the purposes of that estimate.

56. Combustiorn =<urbine fuel inventory costs will escalate
over the life of the plant and, for the purposes of <he Edison
combustion turbine cost estimate, 50% of the s%aff oil escalation
Tate is a reasonable figure to use for fuel iznventory escalatiorn.

57. Edison‘'s fixed adnmirzistrative and, qene:al costs

, , 'u..\c,..m.
assumption is reasconable for the purposes of A>ES comd 'Qﬁstzon tursbine

cost estimate.

58. The increased system margimal operating Costs result iy
£rom the operation of the combustion turbine are more accurately
reflected iz avoided energy costs gagravoidgé capacity costs.

59. SDG&E's 1982 combustion turbine capital cost estimate
of $400/kW is reasonable for the purposes of QF pricing.

60. The SDG&Z incremental cost of capital for the purposes

combustion turbine cost estimation is 15.5%.

6l. Accurate combustion turbdine ¢costs fo:'SDGQB ineclude
%&égsgggﬁ}aisaéétive ané general costs/ A~y FAHE porpos et
-— 62. Staff and SDGLT are in agreement on fuel inventory Cost

fixed O&M costs, ané plant economic life assumprions for combustion

turbine cost estimation, ané these assumptions are reasonable.

62. The staff's 1982 generic combu Stf/jaﬁh:ﬁéﬂe capitel cost
oL S450/kW is reasonable for the purposes of OF pricing.

64. The esczlation rates used by staff for Edison andé SDGLE
combustion turbine cost estimation are 2lso accurate rates for

PG&E combustion turbine costs.

v/
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65. A& 15.5% incremenzal cost of capital is a2 reasonzdle

assumption for combustion turbine coOst estimation for PGLE.

66. An accurate PGLE combustion : ] wi;l incluée
2 fuel inventory cost commensurate wit reasonsble
for Zéisoxn.

§7. ©Plant economic life, fixed operation and maintenance

costs, and fixed administrative and general cost assumptions

adopted for combustion turbine Cost estimation in D.93887 are

reasonable for rhe purposes of combustion turbine cost esti wion
e €4

used ‘o%fg? pricing.

68. PGLE proposes to adjust the combustion turbine shortage
cost proxy used to calculate firm capacity prices to reflect
year-to-year variations in resexve margins, using the company'’'s
Enezgy Reliability Index (ERI) methodology.

69. The ERI methodology is an innovative approach to
measuring shortage costs.

70. The ERI methodelogy is conceptually flawed and biased
downward because it only allows for downward adjustnents in the

annual shortage cost proxXy ané not upward adjustments.

71. KA precise shortage cost methodology will a2llow for upwaré
adjustments iz guilibriwn shortage cost when loss of load
probabilities ace greater than the target level.

72. The ZRI metholology is conceptually flawed ané piased
downward because it trea2ts uncertaln factors such &s plant start up
cdates ané plant mzintemance reguirements in a det e:m***st:c fashion

e & e

n est 1W§;Q§E;P_e [ ortaqe costs ané reserve needs.
L N oL
73. Laokoi se..s“_v-.v analysis .cm«e dothyg on the

validizy of ERI results.
74. PG&E utilized severzl erroneous imput assumption
when it useé the EZRI methodology to derive £firm capacity prices.

- e e
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75. The accurate estimetion 0f fuscure shortage costs
requires, to the extent it is feasible, the simultaneous rather
than segquential consiceration ¢ load management programs,
utility resources, anéd QF power.

76. PG&E's proposed revisions 0L its firm capacity
price methodology{ using different load managemernt assumptions in
the estimation for,future ERI numbers anéd retrocactive capacity
payments if Helms pumped storage plant and Diablo Nuclear power
plant startup dates are not realizea} do not remove the downward
bias in its ERI-based capacity prices. COHLE hos 2 prp s -

77. For the calculation of f£irm capacity prices, \shortage
cost methodelogy that adjusts the combustion turbine proxy Lfor
vyear-to=year variations in reserve margins.

78. The SDG&E method is conceptually flawed because it only

-

allows for downwarxd adjustments in the annuzl shortage ¢ost proxy,
not vpward adjustments. B

75. The SDG&E method is £lawed because i+ does not allow
year-to-vear increases in shortage costs t0 be followed by cecreases.

80. In calculating £imm capacity prices using its shortage
cost method, SIOG&Z Eid zot aéequately 2llow for.utility plant
cart Up date uncertainty and included an unrealistic assumption
about the 1922 availability of the SONGS 2 nuclear planc.

8l. SDG&E not adecuately substantiate its shortage Coss
methodology nor its input assumpiions.

[0
0.

»
-

2. Given the same input assunptions, calcutlation of annual
combustion turbine costs using either 2 plant deferral concept or

a2 real economic carrying charge concept shoullé lead <o the same
result ané either is reasonable.
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23. To» =he caleulation of firm czpacity prices, Zdisonm has
proposec a shortage cost me‘ﬁoccloqv nat ﬁfé 1982~-85 shortage
costs primarily om wholesale emergency G2pacity prices in ~he
California Power Pool ng—eeme*.;?;;c secondarily on the Ziison-
California Depa::me“- oL water Resources Cc:t:ac*ﬁf’gd <he

rinciples of interconnected operations for the Navajo ané Four
Corners Power Projects.

84. The wholesale contracts that Edison utilizes for 1982-85
£irm QF capacity prices are complex energy and capacity exchange
agreements that involve shared reciprocal services.

85. The fact that the price of emergency capacity iz the
California Power Pool has no: changed since 1967 despite inflation
an%anarrow reserve marcins makes more likely <the possibility that

thisiis a muttally underpriced reciprocal trazsaction +hat is 2ot

an accurate proxy for aveided shortage Costs.

86. ©Taison did nor adequately substantiazte its claim that
the emergency capacity price is the marginal resouzce avoicded by
Zirm QF capacity puschases.

87. The PG4T, SOGLET, and EBéison shortage cost methodologies

roposed for firm cepacity prices in these compliance hearings ace
unreasonable. ’

£8. TPur<her nearings are reguired beifcore more refined
shortage cost metnods can be aaop:ed.

g€9. The capizal cost of the combustion turbine i5 2
reasonable sroxy for shortage costs <o be used Zor as-a2vailanle
and firm capacity prices.

90, Tt is reasonadle <hat energy prices in the as=-available,

£ipm and less <harn 100 kW offers should reilect zs neazly 3s
possible utili

wv's marginal variable operating costis.
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current standard offers create unnecessary .
risks for QFs that energy prices in some future pesiod might
not be cerived from 2 uvtilizty's avoided costs.

92. It is reasonadble for each contract to include language
that energy prices will be derived £rom the utilities marginal
variable operating costs, as z2pproved by the Commissiosz,
taroughout the life of the project.

93. It is not feasible to include 2z energy price formula
in standaré price offerb.

94. It is reasonable for interested parties to have the
opportunity to review and comment on the utilities’ calculation of
energy prices.

95. The determination of energy rates derived £rom the
utilitieé’ma:qinal operating €osts is in an evolutionary stage.
Refinements will emerge over time.

56. + is reasonable £or utilities %0 use average annual
estimates, as determined in rate cases, for the derivation of

energy prices until the Commission approves a mose refined methodology.

97. Actual incremental he2t rate and fuel use data £iled
regularly would be useful for the evaluation of future period enexgy
rices.

98. It is reasornable that the imput 0f new p_aﬂ s which
affect the incremental heat rates be determained in an ZCAC proceeding.

89. rojested enmergy prices are less precise than retrospective
caleculations, bDut provicde more pricing certainty Zor QFs.

100. 'P:cjected natural gas priceimere closely reflect'margizal v//
operating costs than o historical costs.

102, Oil may be hurned £o control inventory oOr £or testing
without being a2 marginal fuel.

102. Fuel used TO wWACm .op <oF facilities is necessarily
avoicable
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+02. SDG&Z avoids matural gas at the GX-5 razte, o He G-61.3 'ﬁxe' V/
1046. 7Tuel is not necessarily being avoided when useé =
naintain primazy reserves.
105. No evidence now exists that transmission and distribution
costs are avoided by QF purchaseg, V//
106. It is ceasonable that variadle operating anéd maintenance
costs be included explicitly in the energy price derivations.
107. nsuificient data exists on line losses at this time.
A reasonable assuwmption is that losses are egual to the line losses
of utility plants'in-:aaoonab&eihzgﬁlying a line loss factor of 1.0.
108. Until sufficient evidence is presented by utilities for
the idextification ané valuatiozn of losses £from remote sites, the
loss for all QFs can reasonably be established at 1.0.

109. 7Transformer losses need not be ectablished if the meter
is on the uvtility side of its transformer.

110. Limited evidence exists on the max.run probable number
of hours utilities might invoxe e_.he_ e‘uSué-to 5%2&33#‘o-
hydro spill conditions.

111. Reswricting the n > ox hours for hyd:o spill eox
cefusal to eI 15 incomsistent with D.82-01-102 and D.82-04-71.

i1l2. *ﬁgﬁgpt:on o pay QFs a>:;~£§é=: capacity payment in
returs for up to 600 hours of curtailmen: during periols of econony
energy purchases, while desirsable, is an issue outside «he scope
oL these compliance hearings.

113. " Internal use of energy by QOFs on simultaneous :Quwﬂﬁﬂu: ané
sale during curtzilment would reduce demané anéd possibly
exacerbate load problem¢the utility is seeking to solve through
curtailment. ‘

1l14. A levelized or price £loor energy option is outside the
scope ©f these proceelings.
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Conclucions of lLaw

-

2. The Commission shoulé continue Lo encourage <he

development of qualifying cogeneration and small power production
facilities.

2. The standard offers of PG&E, ison, and SDG&E should
incluce capaci:y ané energy pavment provisions which comply with
our decisions in QIR 2 and are reasonable.

3. The capacity andéd energy piyment provision of <the
utilities' standard offers for as-available cazacity and energy
and £irm capacity should be modified iz keeping withé§S5s?fgé:§%s
of this decision.

4. To promote the signing of standard offers by QFs this
order should be made effective today.
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1§ ORDERED thast
1. Within 30 days of ' this ozder
Pacific Gags ané Electric Company (PGSE), Southern Califo:nia
Edison Company (Zéison), andé San Dieco Gaz & Electiric Company

(SDG&Z) shall file appropriase amendmencs %O the standard offers
included in Applicati §2-03-25, 82-02-37, andé 82-02-78
] : ! the Orédering paracranhs

2. Each utilicy's 33 q firm copacizty shall
inciude the following recui : “ pe:-ormance
standards to he applieé nlifyd czl;:ies (QF) =

a. ka2 include two

on a QF's
Dased on

c or‘~ eﬁ gy production or outpLt.

PGSE's Standazd Qffer No. 2, Appendix

C, Optiong 1 and 2, -s nodified in

accozdance with shall

sezve as models for t! ayment

options.

Discpatchabilisy shall be defined ¢

oe*m;t fhe §:111~v o reguire on;y

not decreases, in a QF'
Digpaschability need not
t0 on- and mié~pedk periods

ncies i€ che usility's

ion based on availabilisy

0 PGSE's Option 1.

option for Zirm capacity
de Zor payments in excess
:y's capacity costs for QF:s

rmance exceeds that of th

s nlaﬁ.g. TO :eceive <he
pavment, the QF's performance
consistently eyceed a peak period
wility or capacity factor of &5%.
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7. The utilities shall file £irm and as-available capacity
prices based on 1007 of the capital costs of the combustion tuxbine,
:sing the combustion turbinme cost estimates adopted in this decision.

8. Edison combustion turbine capital costs saall be based
on the following assumptions:

(a) $415/kw 1982 combustion tuxbine capizal costs;
(b) 23-yeaxr ecomomic life:

(¢) escalation and discount wates proposed by staff
for Edison in this proceeding;

(d) Zuel inventory costs proposed Dy staii with the
exception that staff's inventory escalation Tate
shall be reduced by 50%;

(e) admimistrative and gemevral costs which, on 2
levelized basis, shall be equ;valen* to 1% of
the combustion tucbine capital cost

(£) no differential fuel c¢redir; and
(g) £fixed operation and maintenance costs agreed
to by staff and Edison in this proceeding.
9. SDG&E's combustion tuxbinme capital cost shall be based
on the following assumptions:
(a) $400/kw 1982 combustion turbine capital c¢ost;
() 15.5% incremenzal cost of capital;

(¢) £fixed administras 've and geaeral costs commensurate
with those adopted Zor Zdisom;

(&) Zuel inventory cost £ixed operations and
intenance costs and planb ecocomic life agreed
to by staif and SDG&E in this proceeding; and

(e) staff's proposed escala ion rates Zor SDGEE.
10. DPG&E's combustion turbime capital cost shall be based
on the following assumptions:
(a) $450/kw 1982 combustion turbine capital costs;
(b) escalation rates adopted Loz SDGEE;
(e) a 15% incremenctal cost of capital;

(d) Zfuel inmventory costs commensurate with those
adopted for Edison; and
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plant economic life, fixed operation and
maintenance costs; and fixed administrative
and gemexral costs acdopted for comdusti

-

cerbine cost estimation in D.93887.
11. More refined shortage cost merhodologies such as those
roposed by the utilities in this proceeding Lor firm capacit

- g duin

Payments shall be examined Zfoxr possible application to QF pricinmz
applicationsin SDG&E's and PG&E's cuxrrent gemeral rate cases and
hearings on Edison's S-yeaxr energy price offer (A.82-04-46). Any
revision in capacity prices that is adopteld by cthe Commission
because of this examination shall only apply prospectively to QFs
that sign after the date of the oxdexrs in those proceedings.
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