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A.82-04-44 et ale ALJ/rr/jn-

,~ ... INTERIM· OPINION,-.:.: 

'!heseproceedings:trivolve 'adopt'ing ::staridard :':offers 'oased' on" 
lO:lg-run avoided costs for power purchase contracts ':'c>etween<tfie:three" 
largest" electrie': utilities' and'~ qualifying facil;(e1es Y(QFY:;': ~~'!he 
utilities a:-e: ':'Pacffic":Gas and ':Electr1c::Company' (PG&E) ,::"·Sotither.n':'::::' 
California Edis.on·· COmPany:- (SeE)', '" and San'D1ego'Gas:: and ~EieC't'ri~:' .::' .~. -~ "" 
Company~ (SDG&E) :~ - ,.0' " - , •. , - ---: -: :o.'- ",- '.: ~'. -. ,. , .. -. -.:: ': ,: ':,:: 

us to 

'e'-:procedural history:wh1Ch has:'oro~ght';:' 
"construct:rve::to~eX'Pla:fn 'o~iefly:why':"~ 

- 'rd· offers 'in .. view:: of:' the '.:: ,.:~. - .. -: 
QFso. !or~the1r":power';'based :-on:~;: .-:-.: :.-: 

.. ":'" , ":,.'''': 7 '.: . ~ ~.' "", ."\ 

'.. .-. "'.>- H,... .............. ';' 
• • ,,.. . .... ,. v .... ,~ _ 

" -
is termed Standard Offer #4, 
QFs~ all of which are based 

ce mix- and;~ costs. ::, '!'be- t'hree 
ffer .:: 4;4: resul ted .' from,": negot1a t1ons.':": '. 

A ne ,- lasted~ rive weeks, :"'was: held .... a't our~ ,:"' :: 
direction ~ .. wi tl:i:;"'·v:I"io.",;:rous:-participa tion'~ by: utili ties; ~ QFs; : and"': our'::,: ':.: :;: 
starf .. '· we':: have: committed t¢"holdevid'entiary': hea:-ings';:which'": a.lnt'o·st":, 
all partie's" <1esire~' However, th·ere'-is·:su'ostant1al· ag:-eement':am'ong~ ":; 
u tili t1'es:~'~ QFS-:, and- our~ st:afftha t- un,til" a'-' mor-e permanent: solut;;fo'n'':is.) 
found' t"or th:e': cOIIQlex"': task -; ot' tai'rly:; valuing':' arid': pr-1e1ng:: QF.; p¢wer~: ~; 

over" th~ lon~rlln:~ . Standard:' Oi'fer-:I'lJ", "With" 'three', paymellt:~O?t1ons,": .~' .. 
should-go int.o e'rfee't'~ .1 •• "_,, -:'::>.,'"~" 

. We undertook' tll-e' negot'iatin:g:: conference-- i~~' th'e~ hope' of::::: = "". 

coming close:- to an interim solution which, while not perfect from 
all perspectives, could be useful for QFs and utilities. While some 
may have hoped to accomplish more than the scope of the consensus 

reached, or they would have preferred d.ifferent results, we think the 
negotiating confe:-ence was extremely fruitful. 

-- 2"; -_ 



A.82-04-44 et al. ALJ/rr/jn - '. 

e developing standard_.o.tf.ers, based on long-run.avoided,. utility eosts 
(page 61 7 ' mim~~~ ) ., Oil' ~;d, gas ;~'ie~~ _ we~~: ~ t.e~dilY. ri;1ng when_.tha t. 

o '. • _ • ., ", .. _. _ .......... , " _.' A _, __ ,,. ,_ '_"'" , .. ~ ", • ..,'., 'F ... '" : r .-. ,.... • __ ~~ _ ,.. ,~ .... 

decision w:as, issued., an.d,. a1;:ho.ugh" the three .. largest, elec~rie", utilities 
_ po ". ..... , , ...... -, _.... • ' ••• , ,-,., -. " • - ,. •• " .-~" ". - , ... • --. "' 

were .. ord.ered. :to !'il.e applications .. wi th .. pro:posecL stancar.c . o!'!'ers~ base~ .;' 
"' . , .... .., ..... •. ~ '" •. .' .... ..' ," ,e,'. __ , . ." • ,_ , ." '--."" ~L. _. .. __ .-+- • _ .... •• .' ' .... " 

on long~run. ayoi.ded ,e.os,t,s, most.. of .. our at ten:tion~ and, that" o!' _the. QF _. -
,... .,.... ~ ';"'~'. _. '.~ ..... -oJ ~~ j . ___ . __ ' ..... _ ,_"" _ ...... _ ,_"' 6~'"""_"" ,;--""", ",. ~ .. -, ........ , ..... 

indus,try wa.s. directed. to., per!eeting. . s.tandarc .. , offers based .. on., shor't.-I"un 
,. , ..... ~......, ~ ••• "" :' • ,....... '" ,." .. ,.....,., ~ .., " ~ __ .... • .,.'...... .... ',' __ .. _ 01'<0 _.- _ ... _. .. ,., .... ' ,.J '-' -' 

a:v:o.i.d~d cost.s._ Many, assumed-, oil.priees_ would. eontinue to:- ris,e ;:, r~w,:.:·, '": 
_" .,.. .... .~. __ A ~_ , .... "_ ". _. ' .. _ ,."n"_ "..... -, _., .,~ 

seemed._ to, b-el,ieve" they" would. s.tar.'t.,. a de.cl!.ne. _ As oil prices,., sta~ted~ 't.o 
'.~ ', •• " .. '_ • .~~.. u ........ -- ,.... - .'_.- ..... • ~ "_' ~... ..., .,....... ~..... .... ~.' ". oJ -- -

decline~ theint.ensi.ty,., of inter.es-t in sta:lda~d .. of'!'ers which.., would-, _ .. ' 
_' ... _. ..., ""'_ ',., -.. ...... '" '.. .... -cJ.... .......... _.. _- ... _~... _'.. ...", '0,' • '.. ,_, ~._ ~ ~.. ".,J ....... ' ~ -- ... -- "" ... -

prod.u-ce :p:-ices.based. on, long-run .(and_ presuma1:>ly" less volatil~ )., avoided. 
~ w ,-' ...... _ • .."....- '- _ '-. _" '. y' ...... ...- ," .... _ _, ' ... ~ ',., .," '" '.. • ., .... "'" " .... - ~ . _, ..... ' .... __ ., 

cos.ts c.o,rr.~.~.?on~i,n~~y,~ ~n~:~.~sed. '"' .. --.. _, '_,., <. ': ':: .~. :;-; ..::':~»:. ':::.::: 

, ~~,: ~~: d~. ??:?, ad?i'~: ~ .• s~~nda:".d::.?~~er .. ba~~~~ on: ~o?,g:r,U?;: '~.' ~ 
avoided eosts. as an al terna't.iye ,to. the ,existing stan.dard.or:"ers., . the.,. 

.., ...." .... ., ~ . -~. ~. .' .... . .. ' .......... _- ... - ..... ,., .... . 
pressure for nonstandard con t!'"'ac ts .. 

steadily:. .. inerease ..... Such ,nons -, ~... ...... '"' .. "." . .:.- . , ' 

problems ~or all.:QFs.typ.iea '.. ' ~- ""'" - "'" ~. ., ~ 

secur.ity.or~ certaint.y_,so. t.h' 
. - . '. ......... .,., ~.. -- -,. -,' ,... ~ - .. ", 

~ae~d.wi,th,ensu.~ing. ,the_ ,no' 
~ _. , .,.. _ ...... ~ .. ' .. - ~ .. , , 

mak~: i~t. ,_a :~ee~,r~e.~ .y_ep :-.ur,~, "~ 
operating ,un,der. ,our, ::egul. 

~ '" • oJ ,_ .. ...., ... _ ..-" • _. .... 

ultimate ,cost r_eeo'y.e~..., 
" ..,." ., ... '" ," . ...,...'.... _. 

eontrae~t,s,. ~Y. b~-:.~_u~?,ess. ... _ 
recover"y'p~oceedings... .Als. 

, " "'- -. ,., # ~ - "'" ... • --' 

in the,. "u_t.i..~t~e:s.,:' ~ r,es~uree 

... -- ~ 

existing stand_~d~ o~;e~~: ,~?ieh.. _ ..... _. 

..~ l.i.?ie~ ~?E-, Q~~.:~~~<1, -:: 
. t~on~,:-~se 

Up,-!'r.on t_ .pricey 
.' '....... '-. -' - '-' .": - ... -
.ut1ll:ties, .a:,e-
'.e ... terms,t~ __ "._ 

_· ....... ,1'_ " ........ ' ............ _, -.I., 

!,:ur,.the.r, ".~,'_ 
",.. _.r .~' ''''. " . , " ....... " 

3..bou t .. ~ .. ', ~ ... ". 
~ ... '., ~ .... , ~ .. '.. _ ..... L , •••• 

onstand.,a:d.. ~ __ . _ 
.. _ .... ,.,' ___ , ~ ,.,.. , .... wi - .... -J 

.~<?_~:,t..~ :.::. '-::.: '.<'.:" 
QF~eapae1 ty .. , .. 

... '.' .,,'..... "''''' -' .• ' •• ',- >,' 

a v~ic;~d.: ,~til~,ty,; ,e"o.t?;t ._(;~ee_ D.8.2:-.0 1.-:J_O,.~.' •. ~.;:c -:-' :!-:I,~~ ~is.,.:, ;~~n, .. :i:D:..:,~.:: ,: .~::: 
everyone.' s . .i:l te,res t .. tha t. a s tanda:d o~~~., .basedon.. .. long-run.. avoid.ed -.~ 

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

cost be :2:.do~t:~_c!..,:-, ~ ._ ,_: :.' '.' ,_ ~ .. _ ~ . _ ,_, _ _ _. ''".:::. '; ~ "':' -: ~ ',.' '::: ,: -:: ~ .. :": 
, '., r ~... ....... ." .... , '"' .... .. ' .. -
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A.82-0~-~4 et ale ALJ/rr/jn * .. . 
• \ «' ". - ..... ' .• ,' 

.. "INTERIM- OPINION ", ,:: 

These' prOeeedi:lgs involve:-adopting ~,,:sta!ld.ard:offers based. ,-Orl'~ 
long-run avoid.ed costs for power purchase eontraets:,15e'tween.::the :three­
largest:' electric' util:tties'a:id'~ qualifying faCilities ':(QFY.~:~~l'he 
utilities are: ~Pacffic'~Gas and::El'ectrie:-CompanyCPG&E)',:;:SOtltheMl- ;:-," ~ 
California Edis.on·' COmPany-- (SCE); ~and San 'Diego Gas:and "Eiectri~: ':.', ~~, 
Company' (SDG&E):;' ,"': '., , " ,,' -" ' ... ' .. . ~ "",' . - ,'. . ." 

,-Before eXplai:ling:~the~:;rQeedci.ra.l history~which'::has:-brOUght::­
us to this point; we-think::tt -:is:construct!ve";to -explain briefly'~why"< 
we have pursueo'- developing' 'such . standard. ' 6~fers': in.:View~of:the ',:.:,:'":'~~­

standard offers:in;';'place":which~pay' QFs- for,"t.heir-power ~ba:sed ':-Orl' ,:" .. ~~,~ 
actual·': short-run:-:utility avoided." cost-s. ,":: -" ... , 

" .. , .... ·1 .... 

I. SUMMARY'OF DECISION 

This decision autho~izes_wha~ is_ termed Standard. Offer #4, 
,. " 

which has di~feren t paymen t o'p·t::ton·s~!o·r QFs ~ all o! which are based 
on t'orecasts:: o-f'. the" utIli ties";: resource miX- and: costs ~ ,: :., The' t·hree 
payment opt.iotl:s' urlder St.andard Orrer 7 .fF4'~ resulted· t'rom·"': negotia::1ons ~ ~ . .: ': 
A negot.iating conference ~ :whieh:: lastee:-· five weeks,:" Was: held~'a:t our:~ ~~: 
direction,,"' with': vigorous": participa tion-- by: utili ties~;':: QFs; : and"': our~~ -:-. ;: 

staff~-::We: have: comm1tteG"~ to-:hold evidentiary" h'earlngs<;:whieli'":alm'ost::;' 
all J)artie's:' desi:-e~:~ ", Bowever-~ there'-1s":substantial; agreement::: among:": ,,,- , 

utili,ties:~"'QFs.~~ and ou:--: st:a.:ffthat' url,til a,,' more perma:n'ent:solution" '{s" 
found'~ :for th~:: coliQlex': task ~ o'f~ !ai'rly-:valuing: arid."p:-16ing:~· QF':;power:- , .. ,' 

over~ the long;;"run-~ Standard' O'f~er-= ~F4, ;,;n. th ,: 'thi:-ee',' paylnent~: options'; ' .. ,- .:" 
shoUld- go into effect';':-, ~ , - .:~, .:' .-::. .. '~:: ' .. :~'~':::': ,;::.: :~,' 

: .. We undertook' the' ne-gotla:tin-g: confere'n'~' inc. the~ hOJ)e I of:: -- ~ "". 
coming closer to an interim solution which, while rlot perfect from 

all perspectives, could be useful for QFs and utilities. While some 

may have hoped to accomplish more than the scope of the consensus 

reached, or they would have preferred different results, we think the 
negotiatirlg conference was extremely fruitful. 

-. 2: - .. 
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,!,be negotiat.ed stanaar,a" ot:!er_ao.d~:.tb:"ee payment. options ar-e 
approved~ with ,some reasonable. restrictions on their_use set by us 

...... , ...... ..., .~-'~ '."" ., .. .-._ 'L~ .' 

under .our "prerogative.... . _ ~ ,_ 
. . . ~ . . ... -... -.- . ~ .". ~ 

,:St~nd.~:"d ~?~!'e=, _J!~'~ at" ~h~s j~n~tur~,. _ i:S.: ~n~er.im~ in.: the . 
sense.it.,may-ultimately.be ... replaced.:"it:c.",a differen~"cost1ng , " . ,_, 

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

me~hodology, cont~actt.erms,. -etc ... However,.. un~il-that,-bappens1..,it . ," 
• ",. ,", ,- • ,. '...,. . ..... "~"'''''' • ...... "," '.. ....... ~ ,."-> .... - ..... 

may be fully :"elied on by utili ties and QFs who !'inc t~e::op~;?ns", . '. 
useful.~-1'bose.who con~::-act unde::-, inter-im-Standa=,d-O!'fer--I~:-Will not 

- ..... _ Jo', ... '. ., -.. .' • '" ... , '....... • ,,,' ~ , __ 

be ,Subj,ect _ to having terms~r" :;p::'ices.; eh.?-nged: late:" ,.\e~~ep~:.as._-:.: 
nar~owly and ~ ~pee;!'ic~lly or~ere~.: by:, t.bis ~ decision.: ~y,~, ~b.anges'i made:, 

to this standa~d,otre!"in the ~ruttl~e,:w1:';;:only,apply:toe~t.hose ~.~.,.,:."".: 
contr-acting at'te:- such changes.. ?o,?-en;i~;: QFs who. tind;"tbey,: canno~t:.-: 
use Standa!"d Oft'er '4, as approyed today, still have the option ot 

',.r" .. ... '. ',.", 

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

!I.- BACKGROUND-
.' 

Ut~li ties '. short-rUl'l avoided,~ eosts,' haye:.. proven: to:O;e: more .~:: 
volatile "~b.an::ltany: o~ser-vers, would· have guessed'. We, have,: seen a,;::::·:.:~ e 
dras,tic r-un-ll:p, iz: ~uel: oil and': gas: pric:es,~: .. to11owed: 'oY: a mO.d..erate-:' , 

decline· in oil :pr-::"ces.,' The, Q~~ indus;!J: contends,: .tha.:t,the.:, J~:"i:ce..:::" '.~ ... : 

uncer~a::'nty _ :posed. under· tbe exis:tio.g as~ava.ilabl,e;,an<i: f::":om" capacity. ' ~ 
standard· o!'!'ers,-, ooth .based on~short.~run avoided costs.1 ,.makes: i,t'l: ,::, 

ext:oemely· dirr1cult~ to arrange' r,inancing -ro,r~ po~ntial QF~~~r-o-j-e.c:ts: •. :: .' - ... -- - , •• ... , ,- - 4o.... • • • 

QFs tell: us~ tha~ ~ ":.hose: who: l:l.o~d, tb.~ ~ tina:c¢~ng: p~:os~7's.:.!~~::r .o?'th::,: .;: 
lende~s, alld:, ~quity ).nvestors 1 ,~re.reluetant: ,!,O.; c.ommi t.. ~;>i:t.a,litlh~n~ a,: 
p~oject.' s paymen~ st.r-eam is so unce:'tain. Our De~isi¢;'l(P ... ) ?2-.9):-~ 03 

in OIR 2 ~ issued.:: January .2 ~ , .198,2" .. ~ecog%li%e<i:., tb~· need.,·t:Q .pursue 
,,: " ....... -

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

,. " -. . 

-- s.: --



A.82-04-44 et al. ALJ/r-r-/jn. " 
)~ - . -- "~ - '.~ : . ," 

e developing ~t.andard~O,!'!'er-s. based, 0:) loog-run, a·/o1ded.". utility cost.s 
" . ".,. r • ~...... -. _ __. • ,_ ". .. ",", .,1 "' .... ' ., .•• _ ~_" •• , ... .".,. 

(page 61, mimeo.) ... Oil"a:ld.gas"pr-ices_w~re~steadilY rising when_:tha:t~ 
• '-. ,-' '... • • ..... ,- ,_ " I A ,...""_'" • , •.. _ ... "", o. ...... "' '"",........ . '... ....., • _ . T _. "..., ...,., ""-

decision was, issued" and, ,altb.o:ugh< tlle th:-ee. largest. electric.,., u~i11 ties 
.. • -<' ~, - • _. .... ~ ,- -' -..... '- "..." • .~.- ..... , , '... ',..... '. ..". , ~ • • ..... ... ~ •• ,. " - - -', • 

were. ordered to !11~ applica tiotls., wi t.h .. proposed,. standar.d ~ ofters,... cased.·~ 
• • "" • w _ f~, ........ ~'."< "". .' ~ _ .,..... .... • ~, .... ' ';. • ....... '... _.... , .......... " _ .... ... ~. ." ,. ._ 

on long::-run ayoided .cost.s, most· of" our at ten tion_ and . that , o~ _tbe ' QF _ _ 
••• ~ ..... .'~ _~~~ •• ' •• '.~ "'. ...... .~.' ..... .,J .... -........... .._ ....... , "" •• 1 ... , '1f/._ ... " ............ '~-" .... ,'-,. 

industry was~ directed., to. per-!'eeO:1ng.. sta:o.dard., o!'!'er-s".l:>ased. on_ sbort-run 
, •. _ _ _ .....- , _ '.. • ... ~ __ -'.., " • ..r. , " _ ." • ..,. ~. ""'. _. .... "" ..... __ ... \ • .~~" .. -' ' .. 

a v.o,i~ed cost.s. _ Many assumed- oil. ,prices_ 'W'ould~ cont1:o.ue to~ rise ;,_ !'ew~ -._ 
• • ,..... • ..... , • _ .... ' "'" .- 'ot ,_ '.., '. ... " •• ,.. .~ _ • --< _. • "'" ' .. _ ~. .. '.', 

seemed.... to. bel,ieve .. they" WOul.d,.,. s.tart~ a decline ....... As oil, prices .... start.ed_ t.o 
, - ~- ~...... ... .~. I _ ..... "- _, • '".. ... _ .... .... ' .... ,. .. ' .... • , "...... .' "'" .,.' .".,., .. "P .......... .<' '- ' .... 

decline_ the .1nt.ens1.ty 0:: inter:es.t in st.andard. ,o£!'.ers which.. would- _, .. ..; 
.-< ......... ~. _ ~~~ ,.,. .... ,". , ....... __ • , ................. , .' ....... 'or .. ' .... , ' •• ," ,.,_ ............. _' ... ', ..... _ .... _-.,. 

pr-o<1uee pr,ices based on .1o::lg,-:--run(ancL ;>resumal:>ly _less volatile L avoided 
u _ _ _, _ ~. ~. _ _ _' • '. _ ~~ ... -' '.. ........ ... '>0-- ~ • • .. '.' _. , •• _ .... I -" ,... ~..... ,_. '... ~...,' ..... .. _ ' ," 

cos,tscorr.esp,oodi,ngly."i::lcr:eas,ed. _ '_'" .' ~ _ _ ._ _ ._. ~ .~. ~ ~. . 
.. • , ~ ~ • • •• .... '",.... ~. ...." ... .... ".'~ _'I ~_ ._, ... ' -'.... .~, ..... ":' .... , •. , :. ~ ~ .... wi 

If wer do, no.t,. adopt, a, s.tandard .. o.::::er,. based,_ otl.long-r,Wl- ~ 
,,... ~ '. ~ ..... - ' ... ." , - '.2... ~, .... ... • ", .. ", ... .' -<..., . " _ __ ....... • '-... " ._ ..... ~, 

avoiaed cO.st.s_ as an al terna tiye, _to_ t.he ,exi.s:ting standard,_ ,o!'t:ers., _ the~-. 
" ...,..' , ....""-., .-- • •••• f .... '''- .... "".'" ... ' - ._ ........ ~" - -." ,~...... 

pressure for- nonstandard contracts. between.. utilit.ies and.QFs~,coul<1, .. ~ 
~ "~'*'.~ .., . -, .- _, ~:.".." . ~ ... _.... '.... _* __ .... ~ _ "........ .' __ ~~, '01 

steadily. ,incr-ease,._, Such ,nonstandar.d contrac:~~ :o.egoti.a,t1ons" pose 
-- ...., -'. .' <.." -, .. ' '." , ~.' -' .. , ~ .... ..-' 0 • - r. " . .~ -...... - ,.~ - .. < •• -""" 

problems for a.J.l; "QFs. typically ask r.or~va~ia.tions of.uJ),-!"r.ont. ,pr-ice.~ 
, -~ "" , -.. ,........ .. '..... . -,,., ~. .. .......~.. _., - '.. ,...,,, . ,,~ -,." .. .," ... ' ~ '- --' ,"", .. ~ - ..... .", - '"'" , 

secur,i tyo.r" certain:t.y~ ,so. tneycan, .finance projects.." .and .utill:t.ies .a.r.e .. . .. ~ ,_ .... --- ....... ,,', ~ ........ ', -. '" .... ". '-' - -.. - -"'..... . ~, . -_ ...... ' '- ~ ,- ~ - ',. ... ~ -- -
fac~d, wi.th,ensll:-:ing.the_ ,nonstanda~d cont:-a.ct has. suitable" .terms, ,to __ ~ ," · , .. .. - \". .. ,,' . .: . . ..'. - ,.' -' .......... ~,,,, - ,,~ .... ~ ... -..... -" - .: .. .:-, - .,.. - -' ... ' ......... -
make. i.t. ,a sec~r,e, ,vent.ure.:for. them, and-tllei:: ra,te,payers; f.ur.t.h,er p " ~ . '_ 

· . '. .., '~c",... -:.' Ito ~ ... '.' ' .. '" ..... (' '" " ... ..... ,..' __ ~ .. ,J- .. '. ' ......... , '" < •• '. :" ' ..... '., , ~._ ,,,,, •• 

oJ)erating .un,der .o,ur .. ::egulation, .. uti11ties are_ concerlled.a.bout. "'._, . __ 
.' "', ,," . '., - .. " -.' " ........... - " "" . '. . -.-" "~'" ........J - .... '.' '-. ~f :. • "" -'. ".' 

ult.i.mate .cost ~ecoy,e!7., ,and .worry that, t.he~ prudetlceof,.. nons.tand.a:"d..~, ~ 
· --' ." "L • • ,.. .. ; _, .- ..... ' ... " _. . ...... __ p, , '. • J .~.... ,,. , . '.. .• """ .. " ..... ...- ........ .. .. ' ..... ....... ' ... _ ~ 

contracts JlJaY. be ,.success!"ully challenged !.n..their~ene!"gy cos.t· . , ~.. ,r-
.. ,w", '. _ ,"" __ • ., ,...... '" ~. •• w ..... , ,~, 'n' :' _ • --'On '._ ..... _ , "_. ' ~ ___ .. "" ....... _ ~'..... .. ... '" 

recovers 'p~oeeeaillgs_._ ,Als,O., .. the, lO:lg.~te:"!D..value, .of., new, QF, ,capaci t.y_ _. 
' ........ ".' t" ...... _ ..... '~-. ' .... '., ' .......... :' ........... , ..... __ .""'_ ...... ,. .... - .... ,,' __ " __ "~' 

in tbe .. u~i.li'::ies! resour.ce plans. is.n.ot, !".ully ~e::lect-ed.by" t.h.e 'r' ~ _ 
- ... .-' .. _ • ..' .." _.... • ~ ... ~.... .... ..... .... ~_...... _ •• ' oT "'. " ... _ .... , ~ _,', •• , 

existing standard of.t'er:s. "which. ,bas,e, ,pr-J..ces. on ,fluct.uating, short..,:,,"run.., . 
"- ... , .. _ '."..-'._ • ...... ,J ..... ....... < .......... ,'" _ ... ~, ... _'~ ... ..,._ ......... _0#" .. 

avoided.., _utility .. ,cost Jsee, D. 8.2-0' -,1.03 ,..,.p,,61.)...lt, is.,.~ then, .in. .... '._~ ~ 
- -'...... • - ~ , ,....... " ... ....... ~." .. _.... ..., ~ J.' ~"". ' ...... ' , ... <. '" ,. ',- • ,..', .. _ .... _ '-i ~ , ',.. ,.; 

ev"er'yone.' s, J.llterest. ,that. a standard o:::er . .'basedo~,long-ru.n av.oided _ . ., 
"', _"" _L " ... '.' ,," ~ >0 _ • "" _..... •• ~ • _ ..... _ .. _ _ _ •• .' • _, • ~." ... __ 

cost. be ,adopt.ed._ . " .... . _ ~ _ , . ~.' ..." .' _. '~~'. ':,~.~ ::_:: .:: .: 

- ~ -
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!he~ ~hreshold: pro"ciem' i; how can: long:.::;t.m:av'oid'~~ ~;O~~;~~':: e 
de~ermine~. Deaiing with short-run-avo!.dee-costs·was ~::~i'eult~ "cut.:-, 

, .. .. , ..... ~ •. ' .. , ,_ ..... , ,~ ,_.,.. .... _, ,.. _ _ ~ .. .... '" , ,c ,,'~ -\~, ";. - ....... -".,....~, .... 

~he j)roolems . were surmounted' and standard o!'!'ers' ar'e' i:o'~ place.' ~ - -" - . ~ 
• .... __ ,,..., ~.... '-. -, -., ~, ., ,~ - ~ , ,~, - ... ~" • .. ... .... ... -..... ~.. ~ ,', ,..... ~,.... 1". <~~ 

However;~o'val1Je' QF powe:--reasonablyin-~he"long run; we r::t:s~-make ' 
many: asstlmp~iOns a'oout' ~be' u~ilities'~ ': tuture g,e:o'e:"atiori:'mix': :an~:-::" .,. 
cost.s: ~Wb.iie~ we" deal 'eXt.ent-iv-elY': "",.-1t.h: torecasting i.flEt ~-;u-:-ew~eti-'~ ,:,: 

• • ,..." ....... -,... " - r"'..... ~ - -., ~,-~' ' ~ ..... , •• '~ ,,' -- " -.... -, , '- ," .- .. 

rat.emaking, the view' is- only 1-3'years~ - . '!'his~ does','not :::ear;' we 'ean:~:ot" 

, projeo'6 -: the~' vall,.e-~ o~ QF power: tot- longe:-' pe~iod.s·; 'sayS' '10-15:' years';': 
l:)u~ :. o;~ I:leans'~ ~!lat tb'e': meO;hoC!: used ~o for'eea~ 'the" va.lt£e::ot of' powe~ ',' 
mus~ be one~ ~;at. is not. 'biased" ao;: t.he o'Ot;sei: ~ih a likel'ihOod of' ;:: ~-: 
oei:og -:'00 n!.gh 0:" too low when, atter tb.'e' ies:t - o!,', ti;e:/'~a:ymen;t:st;o~: ' 
QFs unde:->the' foreca'so; ar-e "eoCpar-ec' to: actual': avoided; c'o'sts: Or-, 
!'roc' t.he !"~t.epaYe:,,"s':' ?e~s~e6~i've,' t.berer.tu.st~'be~ an eve~' ch8:nce :~ha't.::· 
O;he "!'o!"ecast';W'ill b'e'too t!.gh"as~~oo l~ow:~:~:- "v'" - .~~" -.- , ~, .. 

There' a:'e~ ai!'terent": ways o!" :ar.ri ving it" ':est'i~aie-s ~ o!",1.:~ng~: 
rtl:rr avoi'de'd" 'cos~s', aDd' the": "!'utu::e value~of QF>p¢,;;~,:.., 'out;: a'l'l".: invoive~:: 

composi te' basis' viewec!- a't some~!-u~u:;e' "time~" : '7he: ~ iene;a:~ion-: ~e'sou'rce' 
plan" ap~rOa:eh" tor: ~xa!:lp-le',:'would-:evaiuaie::'the:-(~eigho;~Ch":capa:c'itY 

, _ 

and energy- cos~s associa o;ed' ... -ith' ~he:' 'utili ty~'s~ ·p~cdec~e~~" :"m1x -o"i:: .. " ,-.- ~' 

resource - a'dd'ition's withou-'; ~he' ava:iia'oIYr-:.y:o!' QF' p'o'.ie;. '~Sdme:-::(r;:oi --' 
~he utilities) :'pre!'e~ using 'aeo'aY ';lant a~~ :~he ~iisumei resoui-:-c-e' --:~' ':: 
addition' thai- WOUld' be~d~!"er-red>bY ~J:ong-'te~r:' OF p'oJer.';: in·otbeF- .. ,::;;,r 
:te~hod, ciscussedlat.er in '':h!.S· o~inion~" -:;st"or-eeasti!lgsho!"~..:rU'ri v 

a voide."d' costs' !:nto" the' ~u~ur-'e ':..:0: captU!-e" a, 'p'!"o-xy~f iUt:u:r-e:'~:: ,~' -" ", 
co~di tions.' Ui'lde'!'" t.h{-s a?p!-'oa'ch',:' ~~fe' 'vilue~ of: 0: '~owe::~ is: 'coItpu-iei" , 
on :~:ie-gene'rar"-a·s-su:pt.ion o;ha~'the utili ~i does :loi' 'make any:;"; '.~, '. 
plan~ inveso;ments except in some sbort run ?eaking cap'a'ci=iy -=to :.: , ... ~-
maintain syste: ~eliability. Once this value is quantified then 

- 5 -



c', .... ::. • 

.. ' - ~ ~ -.:1 ...... ,. 

va~::'ou~" ??t::'o~s,~or 7: pay~?g: Or'S" !'~r,: ~,l?~ir value: are: appl~ed •. ~::,:: .: .' _ 
ObViously,:the"l~ng~r=~be~torec~~t:;he.~ore_pro~l~~a~ic~1~;t~~~=t9 
rely 0: ~or. valui!lg QF- 'p¢wer, alld paying QFs ",it! "teat. we are committed 

• .... '-.~.,... - ''"' • # - ,- .... ~ -, ~ .. -. ..'. ,,' - .... .... '.' • '. '. .. • ..... 

to treating, tbe,prices,paid ul'Jderthe s.t.anda:-d office as-per se".~ '.:" 
~ _ ..... 'H" _...... • ........,. , '. • '. ._" _... "" ~. ... • _, • •. '. _ ... , ~. .~ '. '" ' • " _ ""' .. 

reasonable, t.o -oe passed. O!L to r,at.epay,ers. _ ' _, " ~ ,_,' _. ~ " ..- ' . '< 
- ~. '." ., ; '- .... ,. -. .. _r. _,. ~"_ ". '. ~ .. , .•.. _ ,." ...., 

_ Some: In?.y,:~o:~etld, tha;;: pr~ces: ~ix~d under ;~?g:-~~~~ ,.. _ _.', ~ 
to~e,cast.s: ~,,_ a~ lea:St,,:a t ~i~~~,r b~::.a~:v~:_~actual-: ayoi~~o::·~ost.s--,::: all-O.,: 

there.r,ore .. 'bo~t.h: ,. (j,),PrJR-?k. -till.»e yi~~a~~d ,~l:l ~?~~ .. :pay;e~t~.:w~ll~, ~_ 
exceed avoid.ed. costs..., a:o .(2). tb:e rat.epay·ers., will-.-pay.toQ-/I!lO:eh.i-.-we ::: 

..... ,. -' ~ -. '._, T ~ .' " _ ~ .' ""'" r , ... , , ., ~ • ~ • "... ,.,.. ~ .. 

t.b.ink t.b.e. pr-oper view, ane.. test is, whether'-- over-.the·: course~ ot- a...long-: -
-. •• - ~.' .... ,.,,~ ... • ... .. ' •• -' ... _. -:_'" _ ~ _ • L ... ., ... _, _..... , '..... ,.. 

term cont.:"act ,- d,es pi t.e pe~ied.ic- ,SWl..:lgs. in, actual. avoided~ costs _ ~otb .. , . 
'a, --... • • ~. • ' '''. _""., _ _ .' .. "-.' _ r. ...... ~ '. _ ~ .. _ , __ 

above an.d, below- a, !"orecast, t.he~ prices r'eas-onably COltpensa t-e_ ,QF.s.-.,!',o:", ' .. -. - .. ........ .' ,..., . ,.. . . .... ~ '",. ... ., .... '. ',... '. .. . .. ~ . 

their,.valu.e in. avo1.ci.ns . .a uti.lity's. costs,.l'- a:c, keep. the ratepay.er., 
' " ......... '. ,0 •• , _. _ • _ _' ...... _ • _. .". ~ ••• _ ,~ .. _ _ , .. ,"., '. _.j " 

e¢onocicallY;·;'n~~!";e!"..ent to wb.~~b.e!'": t?-e:. s~:e!"a~~p.!l~:;.ras, J>e~~o!?:e.c.?y ;. 

t.he utility or a OF'. As long as the:"e is eqt:al lik~~_i,~~_~.:: ;t}la::..:: "':- ~-:. : .. ' 
swings in actua! avoided cost.s a:"e 'both below and above the forecast, 

•• " .......... _. '., ...... "......,.. _, - -0., 

over the term o!" forecast -b·as'ed.~rte·e:S",':: :We~hi~k~ 'the s?iri t erne 
letter o!" ?URPA ar-e followed..,~ ,-, 

lon'g~t.eMIl~ ,statlC!a':"O'· :O'!'i"-ers based" on.' ·for-eeas,t:s -or~ escalating,,: ~.vOrid.ed:' ': , :: 
utul?t'y ,cO's,:s:when.~hereis-:o "curr-ent: 'capa-ci.t.y: ;sbort'age' -among;,,,: ':: ~ ;<. ': 

Calitorn!a': ,u~i'l:i~ties~-:: ''!h:e' q.ue~io:. becomes:: wby .!It.i1l:'O'l~e.: QF:'.:.. ~ '., 
projects which'eannot now·'~roceed'~ 'the-'gen.erati'on;ma:"ket:I>l'a6'e~,::~ ~ ~ 
uoae!"tb>e 'exi's.tl:Ilg: :a'S--a.vailable, .or'r.ir-m- .capacity- .o~ers~ ~a:'See.on:~',<>,.-:,:,,; ~ 

short-runcos-t:s-; oY'adop-ting of'f'.ers-:Oas:e<! :.o!:f l-ong-ru:utn:i t:y: a'vo-id'e(f­
cos ts,,?,The- 'answer :is th>a -:;- s ~an'crar(f cf!"er-s-- ba'~<f'; ..on~1:ong..;.~un: .:a.vO:ided~' i 

cos.-:-S: -ar:e- :t:of' !-ong-~!"m- eon-t'ract 'comml-tm-e'nt"s. ·We 'wouI<r- rat'her- -:er-r: -0-:£ 

__ 6- -_ 

... ""'." ...... ' .... 
_ " • .1"-0 

"... ,_. "., _ #0 ........ . ~,-. -.... 
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t.he s1de of· trying ~ to'" have: QF capac!:ty': steadlly': 'come:O:le~ line:: 'c>ve~ -, ... :.: '.' 
time~' than: on~:tl:iai· 6!~ ultimately :-iskfng' a:·e!'itica.!~· capa'clty' shortage: 
be'ca:us~-:-we eric :lot: take'" reasonable··:st.ePs': t'O" a!'!ord an~'op:portuni~y 'for­
QF po .... er; ?a.f-ticula~·lY: long';"''te:-m ca.paeity. ~ to' '6e~·st.ea:~i'1Y':' d:evel,o~d.:·:" 

Ma:lY of the QF projects that- may--:ma:te::ialize: be'cause'o~ t.b.e' st:an'da!-cf~ 
offe:'"s .... e adop:- today may i!oi··comeSo.n~l!ne~: fer··sever-al::iea.-s. Also, 

developiilg: QF- powe':-- mean-s:: 'Cal'fforn:ia will::oe:: be~te:--: a-ole' tCY meet~its:" 
power·: needs: from': wi thin i-t.s:: bo-rder's,. and.": t.ne-' st.ite·'s: res¢t:ree·s":·..ill1::· -: ~ 
be mo~e'!"~lly: ane: efficielit'ly"us'ed;::" Finaliy,: we bave: !leVer: ~said:-'that": 
Qr 'p¢we~ mU$t' be' d'evelop'e'd': a:'" ~i( c6st-·~ but: ra'ther that:: ri't":s:O:{ottld:': :be--:: 
developed: Wi'to:' :--easona,S-le: 'eos't- t~ :-at'ep:ayers": wheri:V:i'mc!' l.1:t~'th:e:··: ::"':';,.:;' 
lon'ge:'"~term-:- -pe:.spec·~i've~- :~lrt~he-: 'long':: nm.~ if; we~:-d.o: a' ~ea!tona:b-le 'jO:-O: -', 
of valuing' ana p!-iein's'- QF' ~owe!-~: =t.he'ra",:~aye:-i: 'shou:l~- 'Oe~ inc.-i~e:-en t:' 
as to v!lethe'r: eveD'tually 'needec.:'eapac'i-tY'·'is' Sl..:p'~'lied·: -by": -QFs~ -6:-::" -~: ~,~:,'" 

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

• •• pO -' <> " .. ". /" ~ 

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

A. Gene:-al 

before: Ad·min-ist~a.t1ye La.wJ:u¢g~, ~(.ALJ:): My~~s:.. . .. -Al;:hou,gh? ~hearings .w.e~~ :. 

:l ot sche<1u!-ec.,. ·P-r.:oe~d·u~?-:l,: ·:~s.su:es: 'we-re. ~a·1sec!:. ' . ...orr. :N o-vembe-r: ::;1:8:, . :1:982: 7 :.: 

we issue¢; a .repo-:,,_t." on -the gene::-al: iss,ues: ;':nvo-l-:ved.i.n·, _:d~:s.in-g: -'-:: -, .:,~ .:: 

s tandar:d: ot!:.~.s: J>aseQ.: ,o::tl~-.r-un 'avoi-ded.: ~c:os.t$p~a::-d· r.eques'"...ed~:" 
comments •. : :~, ,W~ d-i-d.·";his, .prima....-il-y- .::0 -s:t1mtt.!a::e '.t.h.inki;n-g: :amon-g ,the· .- :;:-::.. 

pa:"_t.1~s, o~~ :t.h~s,e :issues:,: an:c:. ::t.0:: "s:ee: "i,f: -:t.her--e. _was; :any,: co-~.n:sus: "oe --:t'ile: 

ve.ry::t.~nt.a,tiv.e-:C:¢ne-::'J.lsi~ns:· W'e',had: ~ea~h-e.e7 ;a~~ .,t,.ha~. _'time,..: - ,Ei:gh.te~: ,';'~ ::.: 
~rt.i.es .,fil:ec: eOlllIIl~.tl t..s. _'!b.-eo.:,.:- ,:On, ~May ::4;~ "':98:-3 we:issu~. D:.:8-.3-C5:-0:3~,::~ 
which se~ a negotiati~g co~fere~ce s:a:"~ing o~ May 23 at Hastings 

College o~ ~he Law. I: was ou~ hope tbat .... ith good faith 

" 
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negot1ations, bet.ween t.be· ut.ili ~ies., . QF'~ i:l:.e:-es:.s ~.' 0'0.:-' sta~~; and 
cthe:- !nte:-ested: pa!'t.ies"·some,~tenta:'ive..:ag:eement",:could:·'l:>e·:,,eaebed-... : 

acout. a.:. standard~'o!!er(3);' any: agreed' upoo' .. stanC1ard::-orfer wo'O.ld,;c: of'::·:7.' 
course', ~<:tuire::o'tlr:·ratir1eation.:::: . ;",::':'~:::.-.:.;::-..':~ .: ::-:.:: .... : .;_ .... : .. ::~; 

.~ :: '1"!le ground",: rn1~ o-f; the. nego,tia ting con!eren-ee'.:were: z'ha t~ ~'.': :: 
any standard",:ot!'e-rs to-:be';:proposed,-.to uS,~for~eor;.siC1eration should.:l>e·.:: 

e omp letely : worked o-ut~ in,; fillal,.;; form;:: and ,tb.at~ t.b.e. ass~'t Ot! all:,~,': -: ':". ': 

inte:",e-sts~ at·:, the.: negotia t1:lg con!'erenee, was:: I"e~uirec!:. 'betore:., a. -:~: ."...: .. : 

stand.arcLo-fter WOt1·ld.~ .~.' proposeC1:;::th.1s: was.::e=.sential too p!'Ot'eet:: ,the -:-: 

rights: or-· all. parties. 'Since there.~ w~e no.':' evio-etltiary;;..l:l.ear1ngs:.:,' -: l'he:..:-:: 

goal" .among the, ,arties;:~ was' to': a't.tempt~ -=¢'~,.develo'P. an::interim::>: ';"':"': ,':. 
stan.aa:-d.~ 'offe:- wb.1eh.,.,::wliile: :lot: perhaps . the poer!'eet: p:-efe:-red-: ';':: ":.:::::: 
solution, .f:-om: their-inc:i.Yidual,: 'Pet"sp-ecZ.i ves~'~ "wow. Ii: be,: 'ooe""wh1 en:· t.b-ey~ .. :, 
could eomfor.tably: :.ole:--at.e: a:ld:: 'Wo:"k: 'ttnd.~..: wh:i1:e.~ refinement:: ane .;.:-; '~ .. : ::: - : 
"per!'eetioo" could be pu:-sued i:l su'bseQuent evide:lt1.-a..""Y:~hea:'"U:lgs.'.:' 

....... ','-' ....... <.. . ....... '~,"" ,.,~ ........ ~-
'!heir unde:-stand:!.ng, based on ou:- p:"oeedural ?lan,s:-as-:..c<>mmun·i-ea:.te'd. by 

~ _.~ ..... "- "." •• -,..,,,,'" """ -". _ "', _ ~ ~ .P ... ' ........ " _, __ , ',..... 4- ~ _ ", ~ • , ' .. __ ", ,"" • > ' .. """ 

our' ALJ, was that: ir- '\ole' ap,-roveCr'a::fag:-eec 'upon 'stanaa:-ci'" 'offer it 
would be" a.n- !:nte;"im'mea's~re~ silbjee't;'on'iy-"to"c:hang~ pros?ective'lY" 
afte:-'formaf bea!i~gs'~~ ~!t wa~· "al:so~ under~O:Od: ~ha:t> the~ :''''!iilai ,,"; ~:::, 
St.andard":O~!'e·~ '#4 l"esuiiillg- '~om~ evi'",entia!7": beaM-og$'-: coutc!:,:' i1:~'''' '.,-.:c:::~ 

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

appropriate a~er funnel'" evaluatio!l;--'l:>e""based~'on'a:f"avo'rcre'cr co·st· ... · " 
- ..... '" - ... -. " ". .... <~.-.,. , , .'" ",,'" .... r". - -.~ '. , • _ " , , .... , • - • - .. "-.- ,- • ~.. ",-. "~ • .. ~ .. '"' ...... _ r-, ",:,',,,,, 

met.:lodoJ:ogy and/or 'pricin'g'struc'ture t.h~t'" di!"'!ers- 'fl"om' the' 'i1lteri"Z" '. , . 
.. ," .. 

. _ .., . ., -" ,. 
. -- .. ' .... ..... ,~ .. : - , ", 
- '. ,. ~ ,- '" 

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

.-----: 
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A.82-04-44 et al. ALJ /'t''('/ jn -* , -. _. -.. .-..:. ....... _ ... '. - ....... - . 

The .. nego~iat.ing conference .'concluded .. oc. June: 24~~.' 98·3-;,.- ~'The.,,: 

ALJ ~>d1recte<1:tbe:.;three Tlti:tities..: :'0: amend.::their.,::espeeti ve'.,,:·:,~;;,,: '": .... :-:::.~ 

application'S no'~ later:' t.b.an' July .. : 1.1 ~ 1983';'; their. ame·Q.<1men.t.s;-:wo.~ld. .~;.:: " 
contain p:-oposed st.anc!a:-d. of'fers, complete vi th:: contract~ langttage,':. 
tha t~ preci'Sely ret'lected. the; consensu~' agreemen:t.- reaehe'da·t:· the 
negotiating co.n!"erence;':<!he': AU then"set:a:'seconc! pre1fearing::::.~:.::".:. ' , 

conference 'en Frid.ay ,July-:22,': ,1983::'t.o: al-lo~i: parties a:n:'oJ>por.t:tl.ll:ity~: ': 
to. ind.icate' whether- t.he:proposed~- stan'da!"d. o!'ters-:- sheul<t~be: a l1.owed .. to­
go in.to.~ effect by ~b.!.s.,,: 'Commission. pendj,ng: eV1der.ft.iary':;,hea:r!rig~ 'on: -the:: 

mult'i tude~ o!"':issues-: su:-rounding pricin'g.\ QF p'owe:- .'';' :'.' Again ,':':part.ies~·:';-: ..: ~ 
understo.ocL "througho.ut.: t.he.·.negotictting· con!'erenee-:, .t.l:ra't.: it-·j, t::, 'J)rO'<1uced.-; 
some "nego~1at:ed"~' st.an'~ard 0'!'ters.,·wh:1ch': tb.-e: Comm1~si.on 'subseq:u-en.t.ly:: . 
aPl>roved.'·, ... they: wo-uld.: be: 'a~to!"'c1e~: 'a:n:'O?J>Or.t.uni·.ty:~thro'Qgb.~ the-:'be·ar.in.g:::. 
:process 't~ pro.'P-~ .. modi'ricati~ ~ tor~ pro~:p·ec-t.!ve' a'Ppl'ieaUO:fs-.c:: ~ - e 

B. !he Negotiat'ing·;-:.':.: . " -' :' .. ::- _~. . .-~ ' .. --:: . .,:: #: ~-

" Conferenee Proee~s .. " .. 

, . _ .. Ih.1s. ;was, the i'ir.s't,negotiatiXlg .. e,o:o.fer-ence. tor.:nally. ,a'(':-anged... 
" ~. ,~~ , •• '. ....... • - \.,. ", .... " ... _" .."... .... 1 _, ....... ..~ .. ' •• , ,_ .""...,'" .. ..; __ • • ..... ~ 

and. hosted, .by_us .• ,. .!.n.. so.:ne, ~esp.eet.s .. it, ,is a ,fr,ust.,ra.ting., ,pro.cess., " ... 
, .... _ .- oJ __ ..... "......... • ..., < ~ • '. __ .. .... • ,+ r' ~ ., _ ....... ~-< • ", _ ~'~.' -. ,_, _ • ,.,' ~ .. _ _ _ .... ~ ,,," 

because, consensus. buUd-inS..1n..a r-el.a:eively Wlst.ru:ctu~.ed.. .. arena.,Jas", .... _ 
__ __ ~ ...... .. ~ .... - ." .. _..... __. ..... .. '," .~,' ,. '" ,,, .c... ... ..... ' ._ "I ',. _.............. , -_,,~ -

compared to. oU!"_ h.e,a~!.rlg, ,pr.ocess) can, b.e.~cumb.er.some.,~ 9n Ath.e. ,.o-t}l~:".,., _? 
~ .... , "'- - -, N., _, 0 •• ~ _ "' '. ', ... '~ ,."..,. ... ~ •• __ .. .'4 .. ~ ...... -. .... '.~ '- _ .J- ~"_ _. ,.' -' • >] ..... ~ 

hand" part.ic:ularly~ if., .. time, llm1.'~s are., se.t,., sozne., .. c.onsensus caAb.e. ~,~,. _ . 
"' -. >. , •• '.~, _ -- .... ', ... "" "., '... • ..... _~" • '- ..... "" • • ,_. ~. .. _." .... 'y .. -. ." •• ~:'.0100- ~ _ y' ... .... 

reached. r.elat1vely~,qu1ekly,. whe!"eas .. ad.ye:-sa~..ial. he.ar:1;l~~on.~s~cn, "a ...... ,_ " ... ~ . ~.' ~.. -.. .... ,,. •. '. ~. '. " __ . .... ..,., . . '. > ... _ .... '." J. __ "... . _' 

complex subjec~ wit.h a pol~rit.y of positions ca~ t.ake months lo~g~~~_ 
Tbis is not to. say the negot.iating co.nference ~as nonadversa:-ial; we 
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... ~,-:. 

_ .. _-,. ....... -:,.'. ,".:~ 

u~d.er~talld. it.. "Was .... adversarial._ In tact.,. a· crit.ical-111gred1ent.cf,: 
• .' • , ~ • .. ..... ,,' .. -- ....... " .. ..., ~ .' • • ...... -- '." _.... • <- -. - ~ 

this process is~tbat all-side~.are .re?resellted.witb~ea~-equal-.~.-
...... :..".., •• _' • _" ",.. _~ •• '. L, •• "' "~. _ ..... ,. " ~ 

resource:k a:ld. clout •. r. ,/', c, . ~ ....... ", ...... - ,. ....... -"'" "" 

-, ,We .... ere ~ !'ortunate_,to~ nave. our. starr. coordinated. and., _ 
• ,., ... ',. _ .. ",.,.. ~ ", • ... _ _. ... J _ .< , V < ~, ... ~ 

represented. by theDirect.or .. or~ the. Utilities Division •. -.We ..... ould be .. , .. : 
• ., Jo. ~,. '...... _ .... ~' .. ~ ....... ,.. ." ',' • "._ H _, •••• , ' • .. " -" " " ..... !.. • _ - I -"'I .'." I '. ,." ... "-

greatly concerned if our staff hac!. not been an aggressive,.and.key- -'"_ - '_. --.~ '.~ ,. .,' ........ ." ,,. 

ne,got.1a ti:lg party, for- it would raise the speet~~. or,. uti;~;ie.~ : .<' 
per-naps ultimately reaching the point wi t.h Q.::s_"_of __ saY.i.n&:~_1:n::,erre.ct: 

your p!"op¢sals:~ C:1o··~not soulld:-:t'a1'r,;: 'out:'": s1Ilce~' OUr': cost:: ree-overy is 
vir-t.ual'ly 'guar-an·teed:· i'f'~ pr1e'es',"are:': paid·' under.: Commission:: 'r-a t'it"ielj::·-:::"- :": 
:s.tanc1 ar d..:' otters ~ .... bat:" do:: "We: eare-'-we:~ will:: go:- along:":,' How-ever; ":'~:: 

neither consensus re·solut.1on' o'r-: 1:s:~'Ues:~'nor-:~ rout:1nely~·~eek1ng::· to:.··s1>11 t::" 

t.be d1!!e:-ence, necessarily gua:-antees the 'oest. :-esolution f'rom·:7'the';· .'~ 
st.a:ldpoint o! the: J)ub-'lic: 'in:t.erest:,:'wh1ch-1s":wby: we~-mu:st= be- guard.ed 
and. very selecti;'~1k ~eci~ini ~b.ed: t.O" ~s:e~ the:'~ nego.t1:a;~ing conference 

--'''' • ,,' -. - - - •••• ..'.... >- - •• ' .... ..,..... ,.' - -- ,., ." ~ \-' ~ ..... -- -

pr-ocedure,. a~d i.n evaluat'ing i t:s:reSU1·ts:.- .: We':not'e'~ ~f.rom: tbe 
prehea:-ing conter-ence.:.t.ba t. 'some ~QF::re:Presen.t:a ti ves: 3e.em: to. feel that 

....... ,". __ .... ~ _ '710" ~ . ..,...,.-. _ ,_ ... ,.. ,,-.... • ~ .~, ...... " ,~,,' - '. ...- .... ' ~..... , .... _, 'l. 

too mueh emphaSis ~s.: placed.:' 'on.: 'whe:tn'e:- ,oursta£!","a·s. a:.part1eipant i:l 
'4 - .-~.... - "-...... • • • .. "" ... '- ' .... '... ~.,' ""',..... ., ~,...... <II • ~ .............. ' '""'. " •• 

negotiations, agrees on' .h.ow.: ·an" :i:ss-ae:::±S"" resolved.:,:Vi.'gorous s.taft 
participat.ion is an essential illg;edi~nt: in: ariy':'~r~ri"a:;:' '~nQ it some 
partie:s. ': 'iiri'f ~s:t~fr~=S ~ -d.i:re·ct.·p·~~ti'c'i~a·t·!o~ t'~du biis'(j:O;~::;2' 1't:~ I~ proba!>ly 
a go'od :'1:li£c'a:tl~dn~ 'o~~ :stafr is~'dol~g: :tn:e:"a:ggres~i .;;/ :i~d.:- ·t:b.:~ro~gh:' :job~'--: 

~ ~' '. :' ~ ~...::: • .- .............. ", -. . _ '"~ ~ ~.,: : _-: .~ ::' ~~ ;":~: ~ .- t., "-, .. ""' '= ,-' ):~;: .:,":, '~ -: ~ ... ~ " "; .:. ~ ~,~ -= ,.:. .; ... 
we expec .... 

~ . : ~-Th~-mb'~·t~ ':c'":-i't:ieal:'a;s'p""e~c:t 'O~f'tbi:S~"P~o'e~-ks~is 'tb~t~-~icih S.' ". ~ . 

ag:-ee'd :-';p~ri' :standari ·b~ii~i:.esu-rt.1'n:g:: !r-ori -tb'e: :ri~~ioti'2:ti:;i ~~~~~i~~ri6'~' ': 
.. .~ '-. _ ..... _ ,"" • ~ ":' ,,' ~ - ..... -~ ". .,..... ..... ." .... ~,... ; • ", ~ .' ~ f'" ••• ," .. ,' _ ,.. ro.,"" ".', ~ •• "", "-,: .. '"' .. , '-: ,":, :'...... - -. 

is p':-e's'ente"d. -to-u:s~-on"a t:ake"-:i"t.--':or:'"leav'e·";i"t cas'is-:' - "Each' "Was' ~truly - .. 
,. , ... _ .. , ,_ .... _ .. , ..... _ " ',_"' ~ .', ~. _ ,.......... ' .. ,"," .. ~ ...... ',. ". . ,"\ _ ..... ,~,.__ _, '..~ J......... . ........... '""': ..... ____ . _ .. ~ 

negotiat:ed.-as' 'a '''pa:ckag'e~';' eompr-ised' -o'! 'co'st~-ro:,,'e'ea'st's~ p'r1'c~esY, 'a:lCr~-

cont:"act terms, etc. We a:'"e, at this jU:lct'u~e;,:'~~~:thou-t :':;,:::: ':.--:~-:;::":''''::: 
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'" .......... . 
'" - .~ ... -;:..:; ...... 

an eviderit1ary~ r~cor.<!~ up6n~ which': t'o weigh : various',' proposals ana:' a'd.o~t.~ 
a sta::l<!ard~o~!'er"'ret'lecting":aea:-e!"ul"we1ghing':o! various :";,:2~:~ :;,~,,:,~ 

eompone::lts. Essentially, then, we !'ace either aee~:pil.:lg or';rej'ec~iD:g-: 
. -,.' ~ 

each o! tlie ,.', tliree·~ ~ t.a.ndard': 6't!er~ paymen t: options':: as . negotia ted 7 and 
we do not~'· in'· fairness', to 
mO<!ifieations:~" ,',::~ '~, - , , 

c. The seeon~~?rebea~ing 
::' Conference,' ~ , -

• ..-I," ..... , ,,,,, .......... .... '...., ... ,.... •• .r '.- ,~ ...... '- ' .. _ .................... ~ • ....,..-L-.,~ 

the~ parties';" have' the'latitude·to"make- - . -, .. 

.. "" .. .,", 
.~ ""'" - ~ II> •• '. 

- ' ..... -.... " .... - ". 
." " ............ - ' .... '. " -. -, """'f .:. ,-

.-.. , •. '-' ._'"oJ'; ....... ....... -' • ~ , L oW, 

:At·· the· second.,,: yrehearing:, con·fere::lce:. 0.0 July: 22,,~J-9&3;'a:~ '~;.,:: 

numoer' of: QFs.~ind.icated that:-wh11e:- th-e:'e,; wasr-, sU''ostant!al,,:,~eemell.t:;..:. '" 

that two of,.th-e: ~ay:men,t.:: opt:ions~ unQ'e·r- Standa't'd;: O!fer, -I4;'W-e're:. c:omp-l:ete.~ 
and,', aceep,ta''o1~7' ,the~e:, were.: ,se-rious-" reserva t10,nSo.,: .rema·i:ling'::w.i:th ,,~'.:;:' ".-, 

: - " .,.. ; Op:t.ion, #3,·· o%': .th~::, ,!orecas~-ed: -il'lc:r-em.-en:Ca:l:::: '~: ,:,~ ,:: :- ;::: ,",,:,::' :; 
. '. ene:-gy~ :-a ':e , op,t,i,on, _ a,s, ~il~d., .by" P9&:E., a,n,d, .'. ,', . ",' . ~ 

SDG&E;' they' ~ound. Sdi'son'" s'- 'a'cc'ept:able ,'..... -, '" ," _ .. '.' 
',: ~¢ause ,they, lik~,ct. :Ed;i-sOt:.:',$ -!'or:ec-as;t: .. ,c .- ~ :: 'v' ,,- "', -' -,-

2 .. ~. Opt'1on~ ffrJ+-? ~ i'.i:led.~, 'by:' 'PG&E only ,: ,wMob:: :i:s--:a: :'..:::: ,-:::': ": ,-, ~. ,- -
,forecasted ,ene,rgy ~~l,oor.,.'pr.i,ee,.J~ay:nen.t. ", "~_,,,~>:: ~.~: ::::; 
option.' . 'rh'is -.:a·s an "o~t'lon' tlot- !'1;.'11y-' .- .. ' 

. 'd'ey:elopect·'or:: actdr-esse:d,d.uM.ng..-::the-:,: '.!,-. ":~.: . ';:;~_: :,;~-~- ".": 
, ., neg~,ti,a:t.ing. c~n~e,~e!l,c.e .• ~ ~""', __ ,_ ,._ ." " ~ _._ 

Cp's, e'SS!~,~ia~liy_,~ ·a,~~e.d~ -~h.at,.~th~· ·.~egit.i~ti~': ~c,oni..e,:;e;~~ ~~~.: 
," .' '. - .. ' •• ~. ',~ '.. ..', .. , ... • ..... _ ... ~. ~ .. __ "r __ , __ ~ _ ,........ .... • ....... ." '...... ..." ,_... ....... ..... ',.- . _._' ...... 

res.ume,d,. ,o,~. :tba t, ~hey. be .. a,l,l.o!,ed, y~ pu::sue ad, h~~ ~nego.~_ia.t,~..?n,s~wi~,b~ "", 
ut.£l'ties~. "i"h'ey" stat'e'ct a' ?r'e-te'~ence"not -to -pu;sue'-;ei~t;£~i -OP.;i,O~~~·~,-

.::~' ... ''i ..... ;:' ... ' ':w+..".-

and #2 ~Ftil. a.ll i:ss.u.~~ .. ,~ .f.foT?, ",t,hei.r j)"e,r_s?ec;t.iv,~", . ...r_el,a:~.1.ng, ,~t.o- all' four 
• , - ... "~ .,., - ".- ....... ~, ... _, .... ., a. ...... ~ '.' ....,' .......... '.~ ...... .. J, .... ' __ " _ .. " .... ~..,...... _ ~ .... 

pa~~n~t "~.p~t~i~n~" .a:-e~ .::~.?pl,y'e,~ .... , ': .. ,Als.o", .th~y,. ~e'9.,~~s.seAt.?e~ .opi_n~i_on .t,~~,~ ., 
the- "~Reg\lla~to~' 'Au-tb~O:;i~y~'" ~ela'us,e. in~ ~E~isoD'S, and.~~~-&E:':s·' jrs,"ie.e~ ":,' ... . - -' - - -"'" , ."" -, . 

stan~-ard . . ?:ii,.'e; 'mtl'S~, ,:be~ :eil,mi:'a·~.e~~~'ar;<!."~be,· i;SU·~.:~.b~.~t'~~o;t;a~,~ - ,~~'_ .','~ 
SWit.chi'ng must be. ,~e'sol·~e.d-.~:~, ." " . . ','" , ,: ..... ,. .... ~ -' - - .. ": .', 

4J" " "" ..-'I , .... -.. ~. '. _. ' - -, • ..~ -:: ... ~ ~,:- =:.;.'-"- -: ,''" -:.' ',: 

-- ." --
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.. ' -,~ r' -,.;. wo'. ,', 

" _.A:~er ~on!er~i~g~ w.1t.h.- :the· ,as;s1gned;:: ,C.ott:mi,ssio-ner_,.::the A!-J 
ruled that.-.,tne: p:r.ehearing, ,conference,: woul<i:.~;--:,¢onti,nuect t¢-:.AuglJ,~ _8:,~ ',. 
, 983,- !or: the:, spe~i·!'i¢~ 'purjX>s,e· o-f;,al:l<>_W'in-g, u:eili t-i:e:s:t_o-.- :add-r.ess:::.:. "::: '.': 
co-ne~rn-s:QFs ·has.: a~ut.. ~~,n:trac:t.:la.:l:gtlage P:er-;aini.ng.~; t.o: OJ>.t,ions 4~:-': .a,nl!:. 
#2 <_, _.Al.s-o;,,::he .ann~_unce.a: tha,~ :the~ .QFs.':: _~ctues.t ~tore.o-.P:en:; ::t'be,.::: .:. ": '7 ":: c:--:: 
negotiati.n·S'; c.onter_en.ce: w9:w.d b~-,::a~~res_~d-.:~:. t.he,,; Commiss1~.n= ,in :t:b.i.s-:,_:: 
dec"is,;i:0rl::,-~' ~:_t'"e:~~e_$enta:t..iyes-, then, l~ist:e_d~ _the;par_ti:e.ul:ar:-:¢?n:t~ac.t: :-::-:::-: 
language;: ,an~-ar~as .wh.icb,_~~om.~ t.h~,ir;; per,s.~~c:t!.-y!!,~; ~~~;Oe-d~:.: >:.::-:: ,::.::-:~ 
nons'J.~~st:anti:ye, ~ng~~',so ~he ~,o.n.;.tra~t:s.,;:: .mecb~n,i.cal.ly.::, ~.n.ro:r.me~d~ 'to:::.: ',' 
t.h.e ~gr_e~m~n~'t'"ea~,hed<.a~~,.t.he~ ~~g~t;ia~i.tlg:: C:Onrer.eIl~:-:.:: 9:.iY~n: ,:t:he-: l:i,s.t._ ':.: 

of s~ecif:iea: con.t.raet-- -language.. "p-ro.'b.J..em areas." '" ·the AW ,eire~...-ed·'"th~·.~· 
...... " ~ - ~., ~ / ~ + ~ ~. ....,. _...,. ~ .... ." ... "'" _ •• ~ • ~,~ 'II '. _ ....... ""... .. ... 

u tili-t1es. t.o, revi·e'W' ~their' eon·tract-- language ,with- .QFs ..and: .s~a!r,.: ,an!!: Co ,,; 
~ .".-.... .. "',.. .... ",'. ....... .'- ..,. -- ~ .' . . . ... , -- . -" ~ --- "'. . ... .' . .... 

to distr:'l:bu~e .any: ;e:v.ised-p3.:ge~ ~!.or~. t:he j>rehea;-_i.ng~~e¢Ilt:-e:r~~ ::: . 

COIl tinu.e~: ..... : ,,:they .we.r~e ~1:ir,ee~~n~t ::t:o-. ~~_neg9't.ia:?:e~ '. '~~x .r~,;'h~!"~; .~P: .::: 
w.o!k.~t~getb.er :to- .~~.re~ -~h~~~ :t.he::, .-<:.on:tr:act. ~lan:guage'i-s:, .e:l.ea:r; ~an~; ~ ';:'::'.: 
carries ou·t the· intent- o.~ "the~nego-tiated' set-tlement .... ·' . ·The...A-!..J 

• .A. ..... c.« 4 _ •• .. '. • _'" ,,_.. _.. ~ ~ _ p. _. _. ,. • ~,.. _ _ "....." "'- _ 

announcea. that .the·, Commi..ssi-on ,woul<1 add·ress- -t.h-e-. j.n,t-er-r-elave-d·:.1ssu-e.s--· : . .'.. . - ....... - .., - . ....-..~ - - "., . ...., - '. - .." . -," . '. ~ ."..... . ... 

o t . ~n t.rae~,sw:i.~llin.g;:an5i'_ ;;th~:con-t:r,a~_'_--: ;r-e:su1a ~IT: aU:t-p-_o-.r-i:'t:Y:' cl~ ~~_:: 
in its decision;-,_those,·issues ar·e. .diseussed,_ .. later.in,-this·"Ol>1,::l'i-on .... -~ 

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

c, -_ -::: :' ?n~, _~Au~s-t. ~8.:' ~he. :?re.h.e~ring~ .~nfer.e.n,ce: ~~d:-;--::e A:f:J::.:; ~ :: ::'. :: :~. =-, 

o~~ot'"t.~ni~t-~, :~as _ex~~<!.ed: to: a:ll?,~par;ti~s-.t.o~d~.r_ess: .Vlhethe:r-: (.t:he::: " .-:c ,,:,­

p-.ro~.~d~ S~aIl~ar¢ .O!'fe.r'; #4; J~ayme.nt-. -O.p.-~1ons~ :S:h,o:u,ld.:- g9..: .-i_n~· .e:f!~~;':'_,: _-~., 

Vlh,et:~er: :evide~iaTY' :he~:"inss:- ,,,s.houl.<1, ,:oe,; ,_he_l9.~ ~and.:;: J~~ so.,.~ :wb.a:t: ,i-s"S~~ '::: 

shoul<1 cl:>e~ ,ad~r~sed .. : . ,Ther~_ :!I'as-: an: array.:. .~!' posi:::-,io1'l:s:. o,n· ~t:h~~:: ~": , ... 
matters, as. -well a~ -on . whether, ...the- ·nego-tiatin·g. cotU"ere:nee:::sh-o:ul:d:--::~,~ 

.' , -. -". & .... ~ •• - .. - - - • , • •• - -' " .... •••• • - • -

t'"eoJ>e::l~_d .. , ,"-: ~c .~' ~ • -.. -" - •• -

• _" - r-. ...... ". .n - _ .,' ... 

...... ' .... h..., _... _. __ " '. " .. ' 

. ..., . ' ",' 
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,~ , Ed i'son: and·:S!>G&s: "t.n1'nk:; ,t.he-th~' payment: :oJ)'tfOiiS: 'proposed. 
with Sta:n<lar<F Otr~r- .ff4-;sh-oul<1~: ,go., !:n:t,6- 'eff-eet, ~~an'd~' :-that: o:er-o~':':,~' ;:; ': .: :.­

hearings'; 'are: heltJth~:- ·re.aetion': 'an<!'-~il>erierice-' 'un<l..e~ ~~:Ose:<payment' : ,:: -
options should: 'be:' st-utJ1-ed:and eva1:uatea.:'.::'N'e1~tber:. :u~til1,t.yp.....;¢p¢s'ea: ~a) ': 

floor price: '1lleChaIltsmas P~z;, 'C!"ic',:: a.na. 'tbey"'tb1:nk: ;s:u:eh"':acon-ce:p:Cual-:" 
paymen·to.pt1oti, neeeS: consicr~ra:~1.:e "s'tud.;(.': ·PG&E'; t'h1nk"s';, ·a1.~ !'c>u~or:':!t:s-: 
propOsecr -paymen·t:optl'ons sho~!<1: "g¢:, intO: eITee:t:,~· arid-'~!:t-!~tO<r th1;;n'k$: 'w':: 
should hold otr' S¢ing ,t'o- ~ar:rn:t: u-n't11': we- 'gain ;some market~l>l;"ac:e~· ,.': ,:", ,~ 

exp:e'ri:en:c'e: 'wi'th int.~r:im":StaridarG~Orf:reer.{;1f.::;Wh'::tl:e'· 'some"'QFs~ ;ih1.nk'~: .: 
fu:-tber:' 'n~gO't'iatiolls:: on": PG&E:' $:' :i'nere~ntaF ene~gy:::-:a:te.' ''fci~eeast'': ~woul·d.: 

be:' ·fru:!:,t:fur {e .~S'.',~esul t- 'i'n~a 'more' 'ravorab'i.e~ 'ioieeast"'Y'~';; PG&E:':: ',::' --~'-: ':: 
incfiea te's: '!'u:-tbe:- 'n'e:gO:t1-a"ti-OnS--~wotl'id:b-e- :!ut-ire~ '{PRe" ·trari'sc=r1.P:t'·,-·.:~a-'ie-- -
156) • ·Ecr!s'ori: ·:::n:c.!"cates'tb.'at at: some:P:Oi:::it~'~t1ie- 'erit£re~ :a:-m 7of' ::~, ::': :::: 
cos ~~fng- 'mfith:Oao-l-¢:gy " 'payme:i~- "str-eamopt!:ons:: an-cr-,mo.~e 'nar-:.ow"iY';~- ": _.' "':':;~' 

secu:-i 7;1" proViS:ions~or~" eon·tr'ac'Cs·,:: :shottl~ .'t)e' :se:,ut~!c:iz-:ed ~!ri" :rie~i:igS:"-

"-ou~:-s-tat!-' :t1:i:1:nk$=" 'all.:the-j)aytllent"- 'optiOri's,= ;-exc:eP:t ~t·b7erl-Oo:r=:: 
p riee.me¢han:isx:f "p'rO:p'osea ·by:PG&-'E:,' shOiil'd -io-'-,!n-t'c; '~feet :o:n-:.:aui11teT1m' e 
bas1's~: -~ :r~ "!100-r-:: pr'iee 'meclian'fsm: 'wa~rants': :thO~ugh: ;r:evfew ~:ro1Ii·tl'ie '::: 
stan-d'pOin-t:,~r· -eriSuM.:fg:"a~tePaye::eeon6miciric!-1'ferenee :and:~::: :~:. ,'~ 

l>rotectiori~, and.~ s't:a:rt-: ~rieves': ·sOme- ""wo-rksbQp"':!d:-um~ ~!n: '~eo;juc~1on 
with or'Cefor'e-evidentia'ry l£ear':1:rig's: ~might' ~ !ru1:t;!u!: •. : ·:Stati is "no:S:: 
convi~<!':' thatCthi"s- par.t-:reula'~ -Jiayment :¢pt:io:o. can: 'be :qui"-ck"fi reso.'!w£d= 

'oynegotia:t.ions-::: Stat~~J;ieves:t!ia·t :rurtner:: ~erro~ts'-i:t":;egotfa~ini '" 
the incr-emerit.ar: en-e:r:gy' rat.e!"ore"c'a;st.·s· O-~SDG~E ~aDc- 'PG&E'-'s~ 'th~y ;are:" '.' 
accep~bl::e' -to: 'm'o~e'"QF-S= would- -pr"o-cably' ':1l0't:':be' ·tru£trul.~ : ':St~r 'tll":t-nk"s:: 
at this junctu:-e the enti:-e subject ot eost.ing me~hodology 7 va1.u1:n:g: /-: 

long-term QF power, and p:-icing streams should be the subject of 
evident1a:-y hea:-i:o.gs. 

-- :'13"-
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" '. - .. - ~.terconfe!'"r:':lg- Wit.h·; ·the~ assigned.: .C()mmission-er.,;::the ALJ '" - -- ,,- " - ., - ~~ '. ~ ...... "... ~ """'-

ruled tha~~::t;he:; p:reh~aring conference_ woul.d.: :~;"' conti,nU'ed: t:o-: ,Augu,~ ,8:,;,~ 

, 983, ... tor". ,tbe ·spe:e1·f1:e· :purpos,e':of;: al·l-owin·s.: :u:t-ili ti-e,s ~tc» :aa,(j·r.esS?::.:'"::' -:.. ,~' 
concern:s:,QFs ·l?-as.ab:Ou,t,c~ntract:, .lan-guage P:ert:ain~ng,·:: t¢::. O]>Y,ion.s .fF,~'C .a,n.c.: 

IF 2.: :.' Al.so .1:~.h~.ann~une~ .:tha,~~. ,the: :ClFs,': ,r:eques:t ',to' :re.oJ):e%l:: ::t'be:, -:.: "::- .... : c:.~: 
negotiat.i,n~ c,onter,ence: w.ould 1:>~,-::a~¢.re.s.~d--: :Oy~:t-b.e:" ~mmiss:i~,n:,~n~b.is..>:, 

d eCJsiQn.-. OF. rej>resenta,ti v~s, tb~n.:. l:i-s~d. ,thepa.r_t,i<!~l.arC'~n:t:-:ae:t:: :: ": :, .... , ."' .. . --. ,,~. -, , - . -, .' .. 
language: and- areas .wb.~eh, !:rom~ t.h.e.ir_· p.ersp.ectiy~,,~ .Il..e~.Qe-e·: -: :):. ::..... :.: ;.:.: '~.:: . . .. ~ , ". -' . - -' ...... 

nonsu.?stan.~i_vec?ang~.s;·.so .the .co~n.t'raet~:::mechan·i9al:ly;, ,~,n.for.m~~.~ -to:: ::. 
th.~ agr.eem~~ -rea~hed. .. at,., .tbe: ~neg~tia.~i.ng;. eon-!er,en~ ... :: .~ 9iy~n3 ,~~e-: ~li,s.t.~ ',: 

o't s'Pecified.~ cont.:-act. language .. "p-ro'bl-em areas-",. -the A.W ,d:ire_c-:'"~.d·: .. tbe:-: 
....... - ~, .... •• ., .... "_.. ..",. - ." ~ • • - - ,,_ ~, ._..,. • .:,.. 'II '. __ 

utiliti~_s: ;~~ rev,i:e~ ~:their: .e.orrtr~t. .. l~pguag~ .. '~~h:;Q!s .and7.s~af:r,: ,a~.d:::..: 
to distr:1:bu~e .. anY.!'.e:V:ise4' .pa.ge; ~!9r_e:. the .:p'~e.hea.~ing~ f:.o..n't.~r~~!! .: ::;: , 

continue~:.,:: .. They we.r..e .dir:ee~:G_n~t. ,:t:o: ~".neg~tia:?:e:~ " .~;,,:r~-t:h~:r,,; t_~ ,:~::.: 

w.ork..t~gether .:;to· en:.S:U.re: ;'ha~ .-th~ . .-e~n,tr.a:et.- ,lanzuage -is:, _el~a1': ~an~:" ..: ~:::., .: 
carries ou·t ~t-he: .int~n-t: .0.!:,:th~ .. IlegO:tia~d:set..t:lep1ent~ ... : : ,,:'!he",! !4-J 
announced that .the, Commissi.orl·woul-d· add:r"e':Ss· ,·the i,ot-e.rrelat-e<j .. -issues··~ ,. 

" ..-.. '. . '.'" . - ...... ~.... ., . -~', '. - . - . , ~.. .. .... ,...., . -, -
o! eontractswit.ehing -and, ·the· -coo.t:-acts,f, re,gulat-ory- au·thorit-Y::' clause :' 

... ... f...· __ , _ 'r' _" ..' _. ~ ." • _ • • • ,... ',"" ..,. ,. ......... _.... • _ .... , ....... ' ... 

in its decisien ;" .those, , issues- are . .discusse.d, ·later,in, -thiS"· ,..op.i.n-i-on......, ' 
., • • " , ' ~ ~ - - -, ",., -.-' ... ~ .. • of -....." • • -- .~.. " ~ ~ '. - - .". - ,.. .. -. '. " •• 

'r .On ,Augus-t.Z ,thep!'"ellear-ing~.eont,e!'"ence~ resumed.'.~. An.. r '. -"'" - :--'. ~' 
"',," "'- ~ ...... -~. ,. ~ j • ,'.r" ,.' _ • .,. ,..-'.- ____ ~_ •• ' ,4 ... _ .... _~'-_ -

opport.unity- .was extended t,o., all: lparti~s- ,t.oad.d~ess: _wh~t.:he:r::.t:he-:: '.' ,:' ... ,'. .• - .. ,-" .... ' • ....._" ~ - "* ~. " 

p:ro~.sed $t~5ia.r¢. O.tf.e!'"~. f~4- paymen·t.-Op:t:1ons.: .sh.o:uld.::- g~..::into, :e:f!!!C:.t..,.:,',' ._,: ': 
whet.h;er. ~eVid..en:-t1a~y~ .he~rinss:- ,-s.h~uld~ .:oe; ,:he.ld: and.~:.i-t;. so.,.:: :wha:t~ .i.-s~,es .:: 

should ·1:>e~.ad~:re.zsed. ," 'l'h,er:~~!las--, an array..: -of: posi!=-i-ons:, o.no .:~he~~:; ::~. 
ma~tet~, .a~ :~~ll.as,¢nwhe.the.r: ·th~ :nes<>.~ia.t1,n'g. ¢!.>n:ere:nce:,~shO;u--l.d:-:;.~.~ 

reo~n,e,.d.., ",' ", -: _. : ' " . _ .. . _ ',' - , '~ :.. -=- : ':::". _; :. . .., :: .:" _ _ • .I' ' .. A, ~ 

- 1-2 ,.-
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...... -'*"'\ .... -:: .. -". 

The california , Ene:-gy-: Commission and: tbe State",So11d .. :Wa-ste~ ~ 
Managmen t Boa:-d. both" van t - us' to·· dit"ec":.',: !'urtber ':: negotia tions . aimed 
speci~ically at having SDG&E _ ana:'PG&S:-:,d.evelop-:- :in~;e;-entii energy :-ate 

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

fo:"'ecasts mo:"'e ravo:"'able to. QFs~ canc!- ad·oj)":.ing:a;' !'loor=pr1ce mechanism 
payment option .. 

None or ":.he'· Qr": ~~p:-~~~~~~~~ ~es:'~~?~,~a~e~ st.a~~~nts at the 
prebea:-ing conrerence: b.ad.':·any' obj eC'tio:c.': to-Paymellt'~ Op-:,ions ~, and 
#2 going into effect_ for. ,all" three:~ ,u~iii;t.i~s::: _=, They, aii~: though t 

~ "... . .. ".. , <' . ,'.". . ...... 'V _ • ~ '. , • t- of -." ~ _ .......... 4 _ .... 

Edison's Option #3 vas_ acc-ePtable'~: because': -:hey,,: prefer Edison' $ 

1 ncremen t.al ene:-gy ra t.e :f:Orecas t'~oyer,-: tha -: _ ,o'"r-- ~i ther': SD~&E or PG&E. 
. ~ .. '- .,""- . ,,- .. ; , -... ,........ "" ~.'., ",' ...... '- -... ~ .. , " .. ;:,.. 

Contrary to the views o!',.PG&E',-: SDcr&E: and~ Sta!"!",~, QFs:-: almozt un1formly - ", '"'\. ""' .. ,- ..... "'- ," ~..., 

be11eve if we eir-ect. mo:-e negotiations on the1ncremental ener-gy rate 
.... ". ......'... ..... -~ ,- ... ,.. ........ '.. " ~. '.. ., '-, __ I'<If ... _, ~ ','" ,4 ," •• ~ ", ~ ..... " .- :: 

!'o:"'ecasts o!' PG&E a:ld. SDG&E'" t.he' end. :-esul t' will ~ be· mo:o-e- ravor-able .. - - " 
rorecasts'~: We 'ilot"e' -a~': 'thi"s~ 'ju'rrc'ture'" 'tll'ai: ii' we~'or-de::'~d m~r~ 
nesotia't10ns'on 't.he" i';'cr-emen tai-:e;e:.gy': '~a'te:" ~oreeas.;:'s: Q~ only: t.wo:"o~ c 

• I' ., c.. _ _ .. ~, , "':" ,_ ". ,'" ._. ,.,.. __ - I ,_ _ ' ..... " " "' , ,.. rc- .~ .jo 'r -, .- ' ~ "., • .... •• ; ~ ~:::'I ~ ,-~...... " ~. ,.. -. '-.", ~ 

t.he" -:hree- uti'J;i t.ie's', our> action -voulct be t.aken- as a- st'rorig s1-goar'" , 
tha t~ ve' 'b;i ve: r'e~so;~"~o b~lieve t.he!.:.': !'o';e'cas~S" a:.e,: t;~C u;!avoraSie::t;¢~ 

.... ... ~ ~ '" ... . .... 

OFs. We have no-~fact's~ -or'; evid.enc'e: to-lea:d: US :to s;'c~a Iir.~;;Uml>t;i'o:n {--' 
"'"< q '.. ." n, •• _ ,~. '- ......... _ ~ ~..-~ ... ...... _ *', ~ .... ,'" .......... • .. " •• , ....... _ I~ .~. , ........... .....-"... f"\ ~ .:.....:. ~ ~ .. '. ~~ • - • - . 

all we know is" thatsoce> QFs~ say" t.hey- neec- and' woul:cr' ;>re!"e:o-.... more' - - -,- ~ 

favorable i'6reea~s:t.s .. ~ ~ -ofs~- iii:"se:em' to 'ind-1c'a:t.e' that- i{'~~~~o~-:~ot:· - " ':"-: 
• ".r • '.. "*1" •• ,_ ' ........... O"!' #" ....... ~,.. _ ,", '.- -....... .... ,,,," r~",. .... '. ~ i<' , ' ',' , .'- ......" _ .... ' " '~'J ' ... ,'-. _ ... 

o:",der furth-er negot'ia-tio:ls aimed.- at- these~ forecasts'; ... the:l .... ve should- -
a uthor1ze' "th~ -: 1ncr-ement.ai- e'ner~gy:'raie :':ror-ecastP'ayment'-:~;t'ion ~~i :. -- ,. -.~ 

. .~. _, ___ .. ' ',.. ~ "'",r;,. -.... __ "'- ..,. .. , _, ......... , 'to' ..... 

p:",oposed by SDG&E and ?G&E .~eeause some: CF's' may'be' abl-e- to· use~ tbose- -
payment. opt.ions. ':'~::,~:::' -'-" .::~-:.-- '/: '2::'::': ,:-:",:_: .. _. 

~.- • ..-~ ..... _.-•• "._I. .... ~ ,.. .. -' ..... ··-.h, .. ~'.f"I"\. .... ~, 

QFs think t.he lat:es't.- noor_:~?!"i~e: ,me'c:ban:!~ur.",p·ayment option ,---"'-,.- ." ... ,~ -" "," .. -... -.... " ... ' ..... _ ....... 
p:"'oj)osed. by PG&E is acce~iable, and-£hai--i! ve-do not iotally app:-ove 
1 t, 'and- d1:"'-ectt.he ~other 'l;til~~es; '~o" i:lClt.lde:: ri~t in~~ thE/i:.~e-;pecti ve 
stanc:ard-offe':-s-, 'then we: shouid:: -at l'eist- cle:ariy~ em"t>'rac"e:: ;~he c'onc~.pt':~: 
a'!id'd:1~eet i~~~o-: be' tl:le" subject o-r-!'trrther': ~ego-tia:t'ion-s.-::·:; . -'- ... ::::..:'~~ 



O~he:" POiIl~S :"aised 'oy,' some OF r'epres.erl':a~iv.es' ar-e-': : , 

, , • 'We :'oug!lt', to--: cla:-i:'y :-whetbe:-, utili ~ies '-~.:: ~ 
eaIl_s~!.11_pu~sue ,nons~a:ld.ard cOllzraCts",~ 
'Wi th" po~en ~ial' QFs - who'-- do' not - !"inc! one' ., 
o~" ~!le-: standard: o!'!'e:"s~ t:seful.:: '::.: _. ':-' 

2. :be ~uestion of whether QFs already 
. unde:" _ contract may s .... !. tchto_ St,anca:"c. __ 
O~~er~'4 shou:d~beaddressed and. ~. 
:-eso"lved;~-·'Pret'eraolY:W'itb.':~he-resu!~.;·:; ... _._.I ..... ~. ~ ""~ ~._ 
being freedom"to_switCh,;,_"and" _ ... _', " "" . __ 

' .. ~ likewise'~' whet.her- sucsequeot ve'r-sions" . 
. ... ,." ... 
'-.' - ' .......... of Standa:"c': Of!'e:,,~ /f4 that~ may' resul t.: ... 

. ai':.e:"" hea:"io.gs .should..~heJ!l. be", .t'reely ~ ," _, ~,' 
-availaoleretroactively'to'QFs'who' ' 
~ signed.:a~ coctraet.; trOd~ negctiate'd,: ';A ','_' 
Standar,d~ Offer _ #~.. " .... " ~ ~., ~ ." . 

. . . , ... " ... 

- -<' "- .' •• ~.' -' '.' -" • -. - - ........ ~'.~ - '-. ~ .. 

Both issues;a:e a~dr-~ss~~. ;a~~:;~n this ~?i~,i~~: :::., -:' ",:: c,_ "': ~.' :,:,:-:, __ -, 

S,ome OFs w:ant evidentia:--y_ he,ari:lgs,. primal"'ily .t,o develop . .a. 
' p'., ..... p' -. >... '~ '" .. ....', ........ ~- ,.,. '" ~ "p '. ., 'II.' ,-<' ..... , ••• ~ _ ~ 

permane:l~, costing methodology ,:o!"~ yaluicg~ long,:-~el"'m. QF pow,e.r,., .. to, 
... . .".. . ..~ " ..... - - -' " ~ .... ,.'.... . 

resol ve __ tbe oe.e.d_ tor- secur,i'ty :proYisions., in. contracts,~ ancL .to .. ",PW"'sue .. 
-} : • -. ' ... • - • • - ~ ", '.< --.-,"'- -"... • -.I ,> '"' ~. -.. __ ',_ <.. .... '" ......... ___ • _ " ... , _ '. 01' 

adopting.methodologie,s and/o.r . .r.o:"e,cas~s .tha~, a:-e .. r-ea.c.ily,.. veri,fia?l,e ~ ... 
~ " ., • .~, ~ <. "- ,...... • • .,,, ,_. ~ • _. • ~- -, '"' .' ~- .... - .. ..... ~ - - -.' ... ~ ,oO,.~.... ~,_ .-

00: th~S ~,l.at.~~r POi:~'~1~ne::i0~1,,~1:n_osJ: ,al~_ .0Fs_, ~hat~ .,is: ~ay.~D:S ':,(.' .. : ',.­
utilit.ies. use, a" cocmO:l for-ecast_ 0:' lO:lg~.ru::l:: ma:-ginal;cos.ts ,t,o,!"'.., 

... , .. ' •.•• ,. '->' r. • ~ '-' .: ... ,~ .... . ... _ .",. . J~ ". '. ... -<,..,; .... 

p:"icing_ OF _ power. and . for. ut.ility :'esour-ce. p::'aneingpu:--poses. ,', This.,,: .. , 
, '. _..... ~. A _~.'~ _.. _ .... ' _. _..... • , , .~ ..... _~ ._ .... • '-'._ -... .• .,.. .. ..,,, _ _ ~ ~ _ _ 

tb.ey, say, ,",oU1.d, !"esul";. io~ ,QFs n,o~ lO:lgerbeing~ ~whipsa:wed" ... by~ _. ". 
'" ~ • " • " "0- _ ..... ... _ ... ~ ~" .... ,. _ ., , • .... .... 

utilit.ies-,. wb.i,cb., a:"e. the .. ul,~imateda::a .. r:eposi~o:"ies, .. :;S_in&::.C1!';!!r:~D:~.J., 
L • -' ~_ '''.' _, • _ __ ., "'- _ _.. _ • 

forecaststor,ditfe:"e:c.tpu:"p,oses... .,'. ._" ~r-" .,_ • ,_~,,~_ 
• , • -,. ~. J • .,.,.1' .~._ ... , • _ ... _~ " 

!v. L!M!7A!!ONS ON 7EE AVA!LABILITY 
O,F ,~aE ADP?;'ZD. S:t}.NDARD, OF.F',ER .. 
AND CO!."':R"AC": SW~'!CH!NC- - ..,.. . 

... " -.; ~.- - .-.-' 

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

. ....... - .... .. ' -" -,~.~ ....., , _.... . ~ ..... ~'- -- .... - '. .-
~ - . :rh~ ,st,a:c.,c.a:-d o~fe,:,s, we, ha.ve. al:-eady ,adop~ec,a:",e, basec. .. 0:0 .. 
., ~ • >< • ~'. -- ~:.,..... • ... ,~. -, ". ....... ... ... - ' ..... -.." ... , ~ ,.." ,J" • '~"'''- ~ ...... ' , .. "._ 

utili .. ~ies 'Sbo:",t-ru= avoided., cost.s.,. anc.. ':.hey, set p:--ices" owhieh ca:.~ .~, _ , . ... ....... -- ... - '.- '- - '- . -, -- - .... ~" ,. ~, ,., ~.~ ~ - '- .,., _ ......... .. 
!luctuate, but which closely~ pa.::.allel., actual. .avoi.ded.. cos':.s. ,~o~,e'ye?:.". 

~'. ~ . .... - - . ~ -". -
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...... .. , ... _ .c "" -_ .... _ II , 

the staIld"a:·(f. "'o!''fer'ad"<1're~see' by' "-;h1z O?!n~o.n- i::1volve: proj:eciioiii,""" 
azsumed: proJd.es:, anef paime·nt· '~t:ream:: .¢er-iai'::l'~'Y;"",lii.ch~ cia-ri! -have a,,:" ::.::" ,:-
v1s~le :impact" ::00' e1.~ec'tr:i¢; o:nl~~.:· ::'This: it'an:ea'r'd,; -o'f~er. ''is::the- ';ti~rst: ,­
with'· 's'U:eh" 'dharac't.er'fstic's', and' ·theNi \lfll:'und.ouO:t~-ly\"'oe:'r"e:fin;eme:it"s: ,: -' 
and mOdifica tfons ~aaoptec',: 'for' .p.roip:e'ciii-ve ipP'lf-ea'ti.on:, -as: :-t:t:~ ioeS~:­
by and. exper1enci"e:::.=s ga::t""!lecr~- ~;::~.:~~-". ',;: . ",,; ,.,,,:,":; ;,: . .:: ..... :;,. 

-' -- .:- -We-will ': ad.opt~ ':some: -:'ov'era'l:'l':Xfm:ftat::¢ris:6n t'b.-:e U3~e' ot-:th'-i:s' --' 
interim -s ta':ldard :o-r-~e'r' =in: ~ree:ogn:t t1:ori ~tba~' \Ie- a're. 'not: "c:Oriv1n~~ ;tha:t.~· -: 
it :fs -a:' perman:e:it -:all";inclu'sive :!o'l'ut:iOri.- ,,' Part£es ::agree~~:"':at the: ''::: : ::' 
negot::a't'i'::fg. 'conf~ncie, -to:·~eom.tD:en~ ~~ba't ,the'~'go£1a t:e~ ·:s:taIl(!:arcf. ,,:": -:. 

o!'terbe al!owed:'-tor:rema::tn :!:li~e!'!'ect,:.::a:t:':Iea.st . six' :mon~tbs:'-: bU:t~nO::m¢re':': 

than 'two -ye-a:",s.~: It:'W'l.TI p'ro1:>a1>ly""be'at .:!eas:t-.·'siJC months-1:>-e!ore' ;~-' ,: 
h~arings conclude,. so ,~W'e :ha ve:IlO :d1!t:tcul ty~ord'-er-il'lg "t.h--e :..ofter:s· :- - .~ -: . .: 
r-a ~ified. by this dec1sion to 1>e in effect for at lea~$t .;s!x :'1llOnths ;:,,: . 
and until 'further order:;·" ,.,--: .':~- ':':"-''"':~'~ -", ~. '''': .-::;':'''' 

:-:" : SDG&E reques:t;s '-:iha t ~i ts c!'or:ecas-t'o!' .:marg1nal op-erat1:r:g~' 

costs underlying ~ts -energy:prices :'l:>e'::used: tor amaxiinum :cf.-s·:tx-:-:- -:'­
months; '<ina t- issue will' be . addressed:' la tel:" : 1::1' this:opil'lion; ~::; ,: '-,':;:' c.' ~ -

An important. point tor our- resolution is whether existing:::' - :~ 

QF's, already:in product10n'~and under::contraet~ should"l)e'eligible tor 
the st.andard'- o!'fer:ado~ted ':tn this'~dec1sion;', Att.he ::negotia·tirig .- -::..: ,-:" 
conference the ut11it1es':asked' for'some"clari'f1cation;'-:Waniing>to":>:~" 
avoid- a·: morass·:of:uncerta:tn.ty and ':contr-act. ,:admini:stration ':'p:-oblems ;~. :~:: 
None of the participants '.~ had;spec1f1c" suggestions at the · ... negotiating:': 

conferenc'e';': but:. al1:~ seemed.' to:want. some='clar!t.y •. -:ALJ Alc1ers¢n~':-':~"::" 

promis'ed~~ to brinS'--t.he:matter t.o:-t.he-::' Commission'''s at.t.ention'·-'for-~·' 

:-e'so-lution;,:: . -:,::- - - .. - ,. ~: -- :' '::' -: ,--: -, '; ':. ,.-::': -: .--::-:; 

:: ,. :.' In-, the-- Past-~' when the : ent1're subject.~' cf'- devising:' st.an~ard':':: . 

of'!'~rs- was in~ its in!'an'cy': 'ancF the': exis ting',: s tandai"'c! o'f!'ers based·" on'::"-~ 
short'~run~ aVO:id.e~ costs -were' :ev6l v1ng~, we .. allowed.~· 'QFs'·' under~: 'eo:nt.r'act'.:; .: 

- ~ ... r" ... .. ...... -. .. -... -- ... , ," 
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~o s~i tcn to the.. .stan<1ard ot-'t~ ·basee.on, ...sbort-:-un, cost.$- .wb,i.eh-, . ". . ~ ~ 
•• : "- " ' .. _ _ • -<. • .... -. _ • .., ,. .. _ ~ _ ~ ~"" • ;'... ' . ' • '- ' 

ul tima tely e,vol ved, CD ... 8.'2-0 1-,.10.3-,.-: mimeo. .. p.age. .~1.4.5),;... s.u.bse~uen.t.ly~ w.e._ ,." 
• • ,., ,- ... • '" , , _.. .. > 'P' "_",, _. "" .. ••• '." _ ...., ...,.._ ~ ... '.. .. _ ..... ... , _. '-,". 

said,!, "QFs may ,not. ·~w.j, t:ch. :tr~m; on~.'~t.a,n~a~d; ~t::'t..er; .~o- ao;Ot:h.e~,:: .::'bu.t::may ',' 

adop:~ ,the, final" :ve~ion:o!": .~he:. 'p~arti.cul:3-r::ot~er;, .S:isne.:d:"; ,:(~,~~~~~-:1 ,~.,: ~ 
!.s~ec.. Dec.~mb:er ,3-0:,"~19~~2~,.,. ::1n A .. ::8:-2-0:~2:6:- e:t; '.al, .. :, ~1Il1meo ';Page,1: ,:SJ .. : ':.- : .. ", 

We ~hink there are overall proclems-. "wi-thcon:eract..- ... ,'" ~ . ' . ..... ~ ., - ... '.' - - . .~, ~~ '. ,,-, ' , . 

swi 't:.c.hing,~ an_d. th~ p::.et.e::r..e<1 .. ::a:j)P:r:o~b. ,,~i!l.,~tl:li..s;, ~;ins~nce:i _'J)a~:ticularly 
sin-c-e··the. -stan<1ard· -<X:fer eefore·us. ·is. so. "!-ully. 'de.v:elcpec1wi..t.b...all __ ." " .. . '" ., - ,.-, , ' '-. '.. '. • '. >.. - ...... .7 '... .J' .. "_ • r ~, '" '0; .,.........' , .. _ '" ~ '."'-' ... ". 

cont~act t:e!'"~ a!l,d:c~~~t.e wi,~ ,:~i:~~ p~i,C:~,: ~i,s ~·!.o:r ,:O~s ::~:::evaluate.: 

it rrom',t.h~: basis,·-o:f· ~,~aki:lg .~a ~lon·g-:te::m: :c,ommi;tm~%l ~r~or. '~': ' ~7J:~r: ,:; ~~ ".,' 
millUum. ,,"te~m is: ,.i'nv:ol v:e~ •. :Acco~dingly: ,: ··O~s: \Tb.<> ::sign~up".under, one -ot>: 
the optio::sunde~ ~this:s-.ta:n<1a::d ,:o!'~e:!'",.: ~al~1-et- interim in ::o:n:e,·,:sen·s-e r, ~ .~,:: 

will not:-:c.e"allowed -~to·:swite:h ,:late~;: ;:tbey·:nu:st :-wait until:tne encLof., ,. 
tbeireontraet ,term .•. ' .. -" ~ .',", . " .. .' " ,:: ./.; .: .: 

Wi ~h respec~ to QFs already in p!'"oduction" we :.will allow :' 
them tcsign ',up. und-er ~this:stanc.ar.c. :.otrer :onlY':ifthey are ~:no longer 

under cont~act;- :;O£s' ~\Tho have .:decided::to _ pro~uce .":unde~ exi~tit:rg:-;:~·;~.:::::: 

sta:J.dard oi'!'ers , ... and,.wb.o entet:'ed...:a :colltraet, ;·sb.ould be-;,oound.:; by: their::: 
, '. ~ '. ,. , ', .... 

,,' .. :; ... ~$o.me standard anc,-nonstandard eontr:-acts.:have p!'"o,"-:isions .:.,: 

which allow _OFs to ,elect standa~d",otfers which:may_l>e.approved:.~,:·:~ 
sucsequent _ to their _ ente:"ing.~'the:-,%lonstan<1at'd,· cont!"act. _ Howeve%",--:the: .. : 

s tandard~ offer :approved _ 'by.this ,:decision t:epresen ts .,only:; an'"' interim::·: .' 
solution, ;:-subject to change. a~ter: hearings,. for:pros-pectiye,; ":: -~':.:: : 

applica tion',: . ': As sUCh,. since .:we .. ar:-e adopt.ing:: a~:: st.andard.: ofter: wi thou t.: 
an evidentiary. record ,: we: a~e~: not::: contortable· allow:ing:-:.QFs under,,:,':: -:; ",:,~ 

contract, even nonstandard contract.s, the switch. QFs under.::s:tandarc-: 
and· nonstandard: contracts., . wi ~h p.rovision~ clearly" allowing:- t.hem to 

swi tcn, "may switch after a'~ !'inal : s.tandarc: o!'rer::c¢m~s, into..: ex.is~,nee-: ': 
a!'~~l:'~ hearing,. ~·'but-;- !'o!", the"~ ~ime· Cein,g::they will~ haye ,to::: hc>nor-::~thei·r:.;~'~ 
commitmen~ under the con~rac.ts ~hey entered. A c!"itical rac~or in 
our thinking is that this standa!"d ofter, and the pr~cedures leading 

- 11-
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to it, :'esul ted primari.ly. ,from .. Qur::, goal. to~encourage: ~ QF..: projects 
which have not. yet o'otai:;le~_rinaneins._ '0.; otherWise: 'ent:ere,d," a contract 
and started prOd.uction.,:; ':::,~ ~ . ;: ',- ~: : ~ ,,:~: ~.:: ~~ .:~;, -: ~~ ':~- .~~ - ~ ___ ~,~ 

Finally, we, \11111 limit ~he: 'leve11zaiion= payment.:' 'op.tion 
., .... >",. ",'.~~,' ... ~-.~' '~.:" ..... --:~.""- .... - ' •.• " .... -"': .. ~ .... ,·.:.:.:I'_·~ 

unde!" ~h!.s stanciard offer to new OF !"acili ties or those:' wlUch have 
never produced and s.o:ld..:1>,oW'er.:-·· ,'thi:s~ ,is:-;beca'Use~,:-, with"": some.:~" 
:"'eluetance, we appi'-ove: tb'e':le'yeli'ia:ti,on.~P.~,1:on as: a': ';t,1mu~:U'$ for new 

'" • .." T' , __ "" • _. ~ '.'" • • .. ~T .... '. -,.. '. - ~ ..... 

OF projects, and. it· ,is, not..: r-easonab-le. for, .... r-a-tepayers:to-; bear the cost 

of levelization il!l, the e:a,rlY. Y,ears": -:t·oC:enef1't.:.a:. OF" 'proj:ect~:,or 
. • ,,_,A ~......... ,_: _ , , .... ..; _ _ '. .., _ ." _ :.,' ...... '....... • ,~ :.., ... _ " 

t'acili ty which has already:, managed:' to:' obtain.: :financing.::.an<1:,: star-t 
production. '.' , : ~ ': ~:: , :". ",:;: .: -,:,~::: :; '.:"~~' .... 

• ~ ''V < •• I' _ " "I" ,.' '., .'~ ... " , .. ". <'. ,'0 ~'. -.-. r':~" .. ""'" 

A subject: '$o;:el¢selYrelat~d.' ·t.o·eon.traet;av~1.ia:bi1.1 ty and 
. ,~ 

swi teh1ng warrant.s'~~3e'u¥Sion .a:t~ :e~:s: PO,iri~:~ , is" a::-e: .eonce~"', about QFs 
breaching, te!"mi,na~1.i£g,' 'or.: :oth'eri,se:~ ,al't.-er-1ng.: the ~¢oi!'"a'et;~ ~nte:"ed 
u~der S~and.ard Offer '4. . - -. --.::~-=:~ 

.' 'PG&E·'s 'amended~ 'apPli'cat:ionsUmmarizes-'~he' :overall~" 

under-lying' 'concern~ ab'out": i-ixing~ 'QF pa.Yments based on:: a:t"ore'ca/st' O'r.,' .. :: 
t'or that. 'matte:--,any' proxY or" aritie1'Pat.ed' utilitf 'avo1'de:d~'Cos'tS: 

: "''; ... '''We' cail: ~. ce!"tai'n 'tha't' a:e-tual:avo1:(1'ea-ecist's",: : .:' :';':'" ".~ ,;'~~' ': ", 
,~ ~ll,:di'f:re~ ·!'!'Om~ "the .. - t'ore,cas,ts.·~ •.. :Lcekio.-g-, :::. ~~ .. ,: '.'.: ,::::~: ': ,. ":'" 

into a fo!"eca.st in a !"igid way assures tha t_ ',' _., ~ 
tnere-: w111.:be -economic' l:Os.~s-'::'efther· QFs~' 'or=:: _ ... ,.,., -
ratepayers--1n the future, because actual 
avoided. costs will either De above or below 
the forecast. S~ft' believes tbat a 
disadvantaged. party won't mind~ because 
there had. been al!l equal chal!lce o!' ~eing the 
economic 'winner' at the time the COl!ltract 

- 18-
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,,- .'1' ...... ' 

'IoTas exeeute-d.. -::. 'tnis' is :goodtbeory ,< 'but· :1~.~ ~ 
de!i~e:s-. e.xpe!"ie.nc.e._ It .one ... l'a:"t.y is~ .. , __ _ ... , _.~.' 

, .......... , ........ -'" 
seriou~ly dlsadvantaged':'oy-a: cont·ra'c·t·~~ 'it . 
...... 111 have st:"ong moti va t10n to or-each· .or~ ~ ': . .:: : "::- :::-,'::- ~.::~ ~ 

"alter ... t.be~ contract" ,~egardless .. of how,.;, ..... 
rea$oriable th'e~ c'o:ltrac~ a'ppea:"'e<:f wl:leo. 1 twas 

~s1gne<!~,.-": ....... ,-"~~,, . ':-.' '.-; ,.': l'.:· .. '.~·· .... -'.'. - .. ,- --,'---

"S1%d.larly ~" PGandE:: expect's..: -that· '1'f-QF:S-:are ~'-: ,.: : . -: '. :.::, :': - .. ;~". 
c.1sadvantagea oy .. tb..e forecast .. l'r1ce. options,.,.\.. ,< ~,~ -:, _ 
they will do' everythi'n'g" j)o's's'101e' to' " .. . ._ .. 
renego.tiate; . terminact'e,', or'. otheNi·se- esca:pe' ':. ,:: -: ~: .... - '~ ,.: 

~ the,ir o.b.ligations. •... ~.We .have. attempted to. ", ... :.;. -: .:':;' : ': ~ ':: 
wri te- the con't:-a:ct' to' avoid 'this; cut wi'tn" 
the,' amotJ~t.: o! .. 'money' ])otent~:a:lly~.at·:.sta'ke~ 
ways may oe !ound. Conversely, 1~ 
ratepayers are harmed, we expect accusing 

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

fingers: .to· be- ;:>oin ted at,.· PGa:nd'E· aoe: 'a t:.- ·t.h.:e-· ~,' 

.. Co.mmiss.ion. We trust.a,!utureeomm.is.s.1on ." ~~"""; '.~_:: .• '".',::~ 
woulC1" abide by" a' c!'e'c'isio'n" of' tb.i's· one- a:n'd' _. ... , 

. 'allow,·cos.t:s to:' be~reeo.vered~.~:· .. (PGtrE amen:a:ec.::::-· -:' .": ~. :.-:",--:: 
application, Exhibit A, page 4). r,.':~ .:':.~::~,-:: ~:._ ..... 
'We-t!link, QFs may:,oe."wiI:l.::lers." at. t:Lmes.. aod "l-ose:-s" at 

- .,_ - ...~ .• " - - _" - I. • .. ........ _ ,~ "_ ••.•••.• • . _. • .. ," ... 

others ,_ wheD., _ ·at_ any pOin..till... ,time.., ·original·ly- ,t'orecast.ec.. .av:<>.i<iee-., ... ~_ 
' ,'. - '" -. • ••• - '.~. ' •• ". .., ........ ~ - -""~"'" ~ -M· ...... ' .............. ~ 

eost.s are. ,compa:-ed to ~ aetual .. ,However.., ... th.e recent, vo11ta·l·i t-y -in~, .-,1' .-. .. ...... .... - -' .~ ,- ~ .. ~ ... ~ .... .. ". ,-,. . ... ..... -. .. . .. 

short ~erm utility, avoided c.ost~ . .cau.sed by -Oil: .pr.1ce: fl.u:Ct~u.a:tions . . 

will probaoly oe borne-i:r',mind'~ ·by~QFS:: ele·c:tin:g:'·o:'fe·,o.r-: -th-e:.forecast 

\'.' 

,~ .,...... ...... , ,"" ,. 
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believe they will ,?-b.1nk.lo.?-S: ~n~~ ~.r.~-:-.?et'9r~_. ~.~·~ou~l~:-:.~tt~mpting to 
termina te early or_tSi-' b;::e:a:e:h~ __ t:b.e:i~~· e.~n:t:~a~c:t;. ':' B:o~_e~~e."6":we agree with 
PG&E ~h.at.- s.~me, OFs.- under .. long term St3..tlcard.· O!'.!.'e::" {t4 .. con~raets may 

" ... • _ .~... ,.,. e • • ..... '.... .... ......... ___ _ .' _._ • ~ ".., _d '_. • .... ' _ _ •• __ < ~. '~ _ " __ , ..... '.' .- •• _ ... 

seek to, get ou t .. ct' .. tho.se. con.tracts,~ it' ~ actual. a:void.~d., .cos t_ condi:tio:ls ., .. 
... "'- ."' • -'__ ... _., "~ ,~ •• \'..... • -'... .... - "' ... - -< ..... '_ .' ,_ __ ~_? "'_ ~ ... '.- .I' .......... ~,.... ~ ...... ..." • I .... -. ... ,.. ",. 

l'ar.tic~larly .. oye.r_ ,a. t,airly, 10ng._dura~1on,. wouldee.;.o- .their ad.va:ltage, 
.. .I /" .. -~ •• _ ........ , •. '~, ,. _ ~ __ •• """' .- _ ...... ~... ..... ." _ _.... .. ... ..., -.-~ ....... ..- _ .... ...... _....~, .. 'n' 

(d.esl'i te~ the' po.ten:t.1al~ for da=ages generally and. sp-ecific~ minimum_ '" '.' 
' ••• ' .... -..... ' ...... :..- • .., ... , - • ,.' - ...... F L'. '.... '..- - -, - 1 '-'.. . -.. '- - -' .-...i'_, , ..... '... L' ...... _... .. .... - ...... 

damages, c1.a.use,s in some o.!~ ,~h.e_ .con:tra,cts) ,. ~ _ .... ". r .. ~ • ,.~ .. ? ., ,.;'~ .< '" '.. "....... ~.' . __ ". _ r...... _ ,.. _ .',.... ....., --".... ,,. ._.' . y ~"'- ... _ ' _.... ... ....... ' .. ' (.. _,_ ._ M .. .... , 

. _ .. ' . ~ We t.hink .it.: is reasona.'o,le :t.o ,orde~ tb.a:t~ ,ut1,11:t.ies~ ar~., under, 
• ." ",-'- _., .... -.- •• ' -' J '._" _. '. ','." ..... , ...... '-" _', ............ _ .~,-'.~~ ... -",,.. __ ,-v"',. ' __ ....... , ......... ~_ ..... ....,_ 

no obli.gat1on __ t.o .. ent~:: .. int.,o any. power .. p.ureb.ase_,con:t.rac,t.,~ even. ,under .. _ '. 
:". ",._ .. _~ ___ ,>oJ ...... ;4.~,. ,_ ...... ~ ..... __ . __ ,.,.'"' ........ ::",_.",,,, __ . ' .... __ ".~ __ ..... __ ................. , 

one o.t~the .o.t..he,rw.is.e ayaila.'bl,e_ CO,mItission appro,:ve,d .s,tan.da,rd __ ~ ~,. ~ <, "" 
'_0"_' :.-"' .... :.~~ •• ~._ ..... v __ . ":"~.' .. ,~ ................ ..,. ..... __ .~ ... _'-.# , ....... - ' ....... .,~ , ... ~~ ..... _ ..... "._ ... _~ 

o!''ters, wi t.h a OF wbo has terminated early or b!"'eached· under, .. ,Sta:ld..ard.: '~. 
"'._ o· _ .... ___ -. _~.,., ___ ... _._~. 

Orrer JpJ:, ,. J>aym~n t._ ,oPrt.ions. app.r:oy.ed_ by :t::u.s ... decision., '. i.f da:n.ages ba ve 
•• ' - "...... w' •• ___ .... ...... '.. '~ -~.'.'...,.. '\ '.'.' ... "-1 _ • ,.-........ ' ...... .-- .- - ~... • ~... ..-

not. 'o.een, c~l.le.c.ted. _ By. damages .. we .. ::ne.an t.he ,u,t.ili ty "e.i,t.her ,.b.av:ing .~" 
• ~. _ '. t ...... ' ............. '__ _. #. , _ .... ~._ ~ ...... .... ~ _ .' ~ ... , ,..... h _ ., .... -,,.. .._ ......... :. ~....... " ....... 

coll,ect,e.d ,.a t .l.~as.t .tb.e ,minimum damag.es,. i,!:. _the~ COll t,ract~ has. a. .minimum. . 
• " • ' ... _:. ',~ ~_ , -, ,-, ___ 0.- __ -' ... ~ ,_ '." ___ ',... ... .... ...... :: ':,t ,,",.... . _. ,.,0- "'-1 • __ 'oJ ....... - ~... ' ... 

damage.s~ elau.se.,," .an~t ~o,~es.eea.ble .damages .. , if ,the~e . .is no. a?plic.aole __ ~ .. ~ 
•• _ ....r ,. ;. •• " '~- • ~ -..I _'.. ..... ,.. .... _ • + , _,,~ -,' ~. 0,.. .". ~" ',' , ... , '... , •• ' ...... ', v" _ ~-', .. ; ........... ' __ ~. v ..... ,.,. 

minimum damage.s_ 5~la~s.e~ •... ?ar,..t..1es~sh~uld; _h~,n:~r their_ e.o,nt.tac~t.ual~ _ ..... _ 
" _. ':.,. ' ...... _ _ .~,..~ ... ~ ... _ .,. ~ -' ........ ' _ ..... ' ... _ _ • r .. ~ • ~~ •••• ,1... .., '-' ...... _ • ., ~ ...... _ • .., ~ • .. --

c,o~i tm~n.ts ",.apd~ w.,e_ .think"ourmaking .. 1.t una t..t.ra.c t,i.ve. ,for.QF:s,.,'to~ ~ .. ~ "._ . 
te~mi:la:t~~ '~.r'"·.s~i~t.c~~ c.on~~a~t,~' .i~~ ,onlY 1:a~~,~ as1~~ b~i~n~e-;.~~~/ .~i~,i~:···: 

-,. " ... _ he" . ' ___ ............. _ • -' ...... ~I _ ~ ..,.... ... .... ,_ _ .... _.-.-, __ ..... ... _, " .... ~ _ ... .-. ....... , .......... ,''"'' .... ' • _ -" 

ra.t.ep'ayersa~,e .. assucins., at. ... tbe. outs,et .. ~w:i:tb.this_ l.ong~.ter.m", i:o,r.e.ca.st. .. _ 
.... .~ '.... • • ••• f'- .,. .... ..... _, _ '.' ' •• .-. • • ... __ "" ..' _ ....... , ~. ,,' r~ _ ... ,,_". ..'...... _.... ,.-,'................ ~. ... ..... • ." 

bas~.d, fixe.d, 'pr,ice.,_ st.a.ndard .. ot.t.e.r .• " .. Whi.l.e tp.1s ,1s~ue_. w:as. ,not ... ", .,,' ..... n 
~ •• , ~ .... ,..-'.. .... .......... _~ :. _....... _ •• '" __ .,. .... '_ ~_, '..... .... .._" • 0/> :.. • , ___ .... ... .. ) ~ • ~ .... ' .... '_ ... _, .... . 

specir1cally ~aised..at., .the·, ..negoti.ating.. .confe.rence.,. ,we, Atb.i.nk<.i t..,.i·s our, 
.:' ......... , •• ,., ....... ,. '''' .. '~ , •• ;,.~ ...... _ ........ ' .. t .... • ........ ' .............. _~_ ..... _ ....... _ • ,~~, 

p~er..oga.t~v:e ~:to .. t.ake r,easonable .step$ .to .:c.inimize~,con.t.ract.; eva.s1o:l.;', '_._.'-
~ .................... -- .~. '-"" -....... -'" "','" -'- ... ,,- , ....... "..._ ......... . 

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

.. 
J ~ __ --.. ....... 

..,-. . ..... ,.., ..- , ..... ~ .-..... '.'" 
... _,' ... ' '.":: 1. • • J _ ." ....... __ ..... 

," ,.;.. .. ..... .. -' '- ....... ~ ..... '. -... . '. ..... ... . ,- . ... ,., '- .- -

. . .,:':, ~ -.' ...... ,.. ...... ~ .. .... - -' _ '. toft· --, ..... ':' .. ., ..... j,"" ...... ... 
: ..... ' _ ...... " _, • .,. •• c, ... . 

1 Minimum damages clauses apl'ly to ca~aeity payments when t.he firm 
capacity option is selectee 'tor ca~ac1ty pa~ents, and r~r energy 
l'ayments wben a levelized. payment option is selected.. Aside from the 
minimum damages clauses, utilit.ies may ?ursue ro!"'eseea~le damages as 
al'l'ly in any breach of cont.ract situation. 
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" V.' : '!HE~ S':RO"C'!URE" OF' StAl-.1JA.Rrl": OFF'~ ff4"];:ND -:.:. -'~ ':~':-:~' 
,~- Ft1!,URE-, CON!RAC!- LANGUAGE,'.CONSIS!BNCY- -:: 

• ............ ,...r.;-.r,~-;, .... ". _ ...... _..-, .... , ... ," - _" ... J, ... ...., .• '."":, .... , ,-.-(*' .... ~. __ 

'This opinion; will- address wha":. :!.s· callec:" St.anca:-c' O'!"~er '(;J:'," 
whi6S: con.tains:,: seve:-ai: pa~ent: op~ions: -: ~anca~d--: Oit-er:''i1 '~wa~: .'-: :':'-
ado-p!ec' by 1)-;82-12:"120,: atl'd--':!'s' for'~a~s:'ivaiiabie": ;'neriY'paym'e~:[t;s'"-i'-i2;'~ 

... ~ ..... -.' . ...,. .... ""'r~' .- ..... " ~ .. ,~h ..... -h"..,.."-~ "'- .. , ..... , .. -'·...,..."r',-- • .-. ,,,,,,,,- ,-..... -,.~.~, ... 

is !o'r'~ firm eapac!.iy; and .ft3'"'!s '!'or s:na1:1er OF' p:-o"ject:s'- 'CU:lc7r' 10'0- '-
. " .... ' ....... ..- ..... ~ .... .- _ r.,.. ."'" _ ~ --.. < _, I'" ., ~." t--. " • ',"" ~ ,_ - ,. 

kW) • The Standard Of'!'er- fr4 co:itrac'ts· proriosed by~ ea'cll of""::he"' ~br-"ee'" -
utili tie's has' some': comm'oc. c~ontrac'~ 't.~:'ms:: tha~ -apply :fO:~:~ -ali': opt.i¢:lS, 

..... .~ _. • , • • .... ~ - f"/'f ~ _ ..... ".. '._' .,' ,.....- ...... roo' ., ':",...... ~,~.... .. ~...... <1'><1......... ,....... - -, ... ,' ~ -. " .......... ... ~ 

anc specif'ic' t.erms ~ cover-'i:l'g't.!ie'" ind':'vic:aal pa:yme~t-O?t.'rotis~:~ "7:fe-· - -,' 
!,ilee cont.ra¢t.'s'~ a::e 'co'=ilete wi t.~: ~e: ~i!--~ed- up¢n 
which: :p;"iees' :"'-!:ll':be~ pa;(d. -': ',:: - ~'~ : ':~: ~ -'-' 

,.,.. ..- i,' ..,' ... .,.., .. _ ......... ,'\ -:-:: 

rorecas't.'s ,'upon~ 
" ...... -

, , .. ; Ea:chut.il'1ty cho'se:: 'i~S o~': 'iorea ~ aoecon~ra:et.:-; 'i~nguage~," : ': : 
'" , • . . ...." • " .'. ,. _ '. _. . . . , .• _ -, .. : r.., ," ........ ,:. ,. .. _ <i'" _ ,'" ,I'" - - ,-

wi t.h t.he' goal," however', o! al'l beitlg 'consistent.'in su-O:s''':,:arice- (witb < ,. 

t.be':except.ion· of'ce::t.ain a:gr'eed' to-u'~ii!:'t;y~ spe~i'!"l'c'i~;m;,:: su~i :'is': ~ : : 
curt.ailmen!,)".: is": e';:perience: '1s- iaj:ti~idwit.h ,~.;arfdar=-e~;o!'"iet~,'::':an':i:QF~' ,~ 
power p~r:Cba:se' -C-ontr.aet:s g~::era:i1Y~ ~ uni~!"o~m' st.ad:da:~'d-' 'codi~~:C't.: ,7::;,:::' ~~--: 

la:lguag~: sb~~ii '~e '~sic 'oy:' 2:11. ut~iit!::e-s,~ '~xcep:~ ~ ~';r-" i;~~s'w~re1i;u:;; e 
cl~arly~: u'~ilityC ~s;e'ci!-ic' ~ce-~a.us'~' ~oi': '~tlb's~~an:ti~t~ v'e: ~::~!e;en:c:e;:: ::"":~< 
!be:co;ve~ienoe o-is:~~nd-a::dl'aiig. .. lage:- :';ili :g:-eatiy~ iic':lios~et;ilo:'-;~'i:: ~ 

.. ". __ .. ,.., c, ""'" _ ' ..... -~.; _,_.,~"~._"_ ..,_,.., .. 4.... ,.,'" "0 __ .... , •• ,"'. '.,.~, ..... " ..... 

review st.aodar-C o~!'ers. ' We a!"e' 'disapPo'inted 't.h~'s~ c'ou'l"d not 'have" liee=:-
" _. ~ .... i~.. ,- I"- ", .......... -~~' ..... , .. - .. ,~ , - .... ...- ,,'.... • ... , •• - - '<L .... ' ., _ .. ," - ~,... ~ .... '.,.. /_1 -- , 

done :0:-- S<;andaTd 'O!':er #1.), :.n''':.h-e 'con~ext o~ thenego~::a~ing' - - . ,- - .. , 
conference;, bUt .. !:~: ~a'Ppea~s'''B1ne- :cid- :lot'per£{t: ii-. ':1>.a:'t.he-r ':i-ha:"n:;-t:o ..... ~ 
simplY: 'p:ick- 'one~' of', ".:he u-:i:l~ tieS~' 'co~~a~s' :and: ':'o:.cfe~· -t;hai<la'ng-iage: ~ ... 
used by t.he o~hers, we wi!! eirect the utilities to wor-k t.oget.her, 
wit.h our- staf!'7 in proposing one fore o! Stand arc O!fer #4 with 
uniform language (except whe!"e ter:s =~st be ut.il:!.t.y specific). Six 
months will be allowed for- this under~aking1 ane t.he ?~oduct shall oe 
?rese~ted du~ing t.be suoseque~t. hear-i~gs ~or review. 

~----,-.,-.------

,~ •.. . . ..... '-'. -".~.~ ",f 
" ... ~ ~. ~~ ,_ .. 

-- ,. - '.. ..... ~ .... 
...... --... -.. " ......... ' 
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That, we ,-think , . i~ .ade'luate t1me !'or .~the three :~~J:i ti~!' .::.!~_d ou:" 
stai't to::harmOn±o1:s1Y"'come to' some":eommoll,te~s:: ,QF..z:~:wi:l!':hav:e .-an _ .::::~.~ 
oppo:"tuni ty to add.re~s the unii'orm ~:Standard :,Offer,~in .:Sllbse(luent-:·: .0:' '-:'.: 

hea:"ings.;;.:' ~Oncead.opted stanc!ard,of!'e:-s a:-e un~fo~:--!or.·alJ;,: 
utili t1es~ ~ i t"~will ,: be ~ar,:-easier ~ to:~:-ev1ew"':,a:ld -,eonsid.'er ~<])roJ)Osed."": 0' ,­

changes, and to-:subse'ltlently,:,review ::any:fil:ed ,,:standar(L~orte::- :>:- -:; ,:,''"'::: ," 

cont:"acts- in'the !"uture tor-:complianee w:i;th~Commtssion::directives~:.: -:::: 
As it '.now~stands~::-,i'or"example~ we ,:ou~ .:sta!i' ; ·:and":interested"· ... ·par.ties,. ': 

must: review three=-very~ thick~ cont:-act~-.and ellgage.:in-:cumCer.-some, .:: :.:': .. ' .::.' 
confusing.:- and' time·' consllming .. cross-checking. -:. We: think~. consistency.: '::::: 

would.: be' an"enlightened-~step:which~ in·:the long t:'ull,;..:will.,,:work .. to:--:-.'·:' 
everyone.'!!L a'c!.vant.age-_ - :- ": ,. • .., ~ - ~"I- ,. '........ , ... , ......... ..,;~ j_ ,or 

.' ..... _,. - - _.I .... -- .......... .• ~ _, • • '~T 

vI';:':~· RAMPE~UP m";LEVELIZED,2 LONG:'TERM" ENERGy.:'· ::-::,;,~~,,­
,,' ~ ........ ".'"' ." .. AND~;: CAPACI!Y P A..VMENT: OPTIONS: UNDER: :.~ :~~~~.~ 7~' 

. STAN'DARD OFFER ~~4 (OPTIONS ~1 AND ~2) 
_ • ~~ "~l = :~ ... -..-. ;.: ,: _ 

!WO ene:-gy payment options under the standard.::'Ot!'er:: were:,:~: 

proposed which:: wa:'":-au': se~rat.e'·"-d.:t·~e:uss:t-on.:: t>:~:_ause -:hey:: $ohar-e' the 
same: .costing:; ,method-o-logy:,,~ bt::t-.. ·haye diff-e:-eny- payment.:st.reams.. •... .' ... _., " ~ 

::" .Op,ti'On, 4J~::: Paymen2:~stream:,rixed' i'o!"',:J.O:::-::~ .:~~.-; :.: :: ,>.:: ::,::::-
.' . "," y~ars." _ and .. t:oll?ws ,a .. !"amped:-_ _ .. :--.~. ," :- , .... -: _ ~ :' '.: >. _ ..... \ ~, ... up·fore:east~ .. ·,~' < .~.--~ ... ~' -~ -- --. 

, . ", Opi:io?-: /FZ:~: ~~ent:~st!oeam: rixed2~o:,' 10' . -: - :~;.::- ::~.: ::"' ... '~::':'; 
. -. ~ -. :., ':: yea:""s: and~', .l:eye11zed: •. '. : ..: -: ~.' ,~ .~ ... ~: .. , .•. -: -: " .: '.:-: ~ ,.~ :. :. ... 

A. Common Elements::..,.. . ': '>: :, ... :,~,: -: .~:~ ::' _ ,,' .. , ~,~..: ': :.: :':' :>.: : .'. :,:;'.;, _ '.: :. , __ :'~ 
. _ _~to~:"e ,ad.dre,ssi,ng tb.,es;\e,ei:fic, di~i',e:",enees",._ (Y:"'ima!"i.1y:, ~he .. , . 
'. ,... . . '-0.... '- .. ~'. _. . c _" ~ , ••• .......... _w _ ." • • •• ". ~ ..... """ ' _ ..... ;'" __ ... • __ , ••••• ,. , _. 

issue o!:.security) ""w.e. w.ill.des.c~i~,e the- eommon,. elements •. ~ "~ ~ .. _, _, 
.. • - .... ' ~ ... ,..,..... .." '_., ' ...... ~ ... ' ...... .., 'vJo .... ' " ..... '," ~ .. 

~.I J." .. ~" -,"'-" '\- ,', .... :." "'-!. ' -:" ~," '·w "" 

----"-_._---
' ....... P.· -". .... .'. ;.,...- ',. ,,' 

.w, _ , ..... ,__ •. " 

t .... , .. '. "::':: _ • 

... , ... -, .•. : , •• • ,'. '"'... ..... - ,~-- ."'. •• - ,.....:. - 1'", ..... '"II ... _._ .... ·W 2 """-' .'- , .... ~ .... - '''-'~--:'''--'' 

, .. Ten yea!"s~;~ ":the ·cont.:-aet :t.e:"'l:l 'j,-s' 2'0~ years '0:-: .mo-re-;: ''bUt'i:1 /.3-: :o"f': "'': ~ ;: 
the c'on tr:ae't: t:erm''"1r-' tile' to:t.:aJ; ~CO'!lt.ract."t.er:m. 'is.:l.ess 'th;an;. :20" ye-ars:_~:::; 

. -. ..~ ... : :. :.: .... _ ,-._', ,. ..'" ..•. ~" ...... '-, .... - / ...... - , .......... ~ ... p, 1"0.- _..., _ .... ~ 
...~ _~"."'.''''''''',.J ....... ...:: .. __ 

, ............ •• _ .c w,_ ,~. • __ ... _ 

- -' ·'22· ~-' . -'. - -, ,. .. ...... ,.. 
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'.,:,Contract:term: The minimum term is ;~l5'"years, . and ":the'" 
maximu:n 1s'30 .years: (Util"it:1:es.::snonld,;"amend their' :con t::actz .:to:. :' ......... -,.~, , 

si'ecify :t.he :;agreed ,,,:upor:"~max1mum ~:term):; .~ '; _ ::, " ~.: ;'~ :,' ": ~ ;:,~ :.: ':-:..:.;~ :..,:-~ : ::-:- : 

Operat:i:on:~date:~' '!he QF,:.project':Ill"..lst l>e'on.:line:,:with±n,~,.- ... 

S years .!'rom-the-" date :the~agreement-::.is"·executed:; However; ~tbeQF,. - -.~ ,. 
agrees to the·~payment.streamr':based' .. 'on:the':f'or.ecast;' ,;when the >:-:,~ --,,, 
contract ..:1s: signed~: :Ill1s::means utilities: must have;,,:aj5--year::.:- ';' , .... :: -: ~ 
forecast ·.when'the,:'contract'·:is ,'sigIled. to allow.-!or,,:a"::aaximum,::5-year~ 

hiatus, before ~ operation"and payments~ s~a::-t:-af'ter',:contr'act,:' execut'1on~-:'-:: 

QFs can7-:however~ ':under"the":: negotiated:,.standard~;o'ffer.:;...:make.,;an.:- _::;.,::~: : 

election:, within ~ninety days before prodtlction'~ starts --: on": whether: they; '~. 
will be paid unde!" the ramped-u? or- levelized for-ecas~;.'::tbus·,"wh1.:1e':': 

both payments tr-eam.s.;, a::-e,:: ~o-wn . an.c.· fixee . when th~ ~ ,QF\. s,igns- a 
•• '< ..... ....~,.. -.. .... ..... • • _ .... .- .... ~ -..,- ....... ~,.... .. """ r. '..... c •• , "'" • _ ' 

contract, a QF can holcr=o!"f'::with';: it.'s:i!'inal '?ay:Dent.~ stream election 
. ... ... .. , .. ? r- l , ~ - .. ''''':' ,.., ,,',.:, '": ',: ,:, " ~:" ,- ',1' ~ ,_ ,,:. 

and evalua t.e i t-s-,-~'S,;::"a-n-o';-eO!td:i-t·i-¢~sh-O%'t~y:..:..o:efo~e 
p:--odu'ct1on: 'De-gin's.: .. :' .' - - -: .:'~~' ::. ,-:: ". ::- ': .':: ,""-:',: - -: ':~:v:.:':" ::. ''''~ 

ut1li t.y avo1Qe'd·~ cost. underlying: 'the paymen:t: str'eams=- 1s,- -t:echn1eal'ly:::' :~ 
composed of t.wo elements'::, ': (.:t'):': a'vO:i<1e'd~' sh<>rta'ge~ cos:t's ,:-:re.l:a~ted to the 

_ - - r-'-' - ..- -. 9",,' -" .. , " ~ .. ........ .~~ ,...', '-1 " 

peaking capacity the' utility can- avo~5[: c.?as~~" o~ the !"ental value of 
a combustion turbine),. a:lc.; (2,) systelll.. .marSl.nal~ op-e:r-ati.:lg.. ,costs, 
called t.he "ene:--gy" p~r-ti~~::'~i ~b,;·:~to~~i ~ ~vo1d'ed c~-~t.. 3" 'Th.'e~ 
forecasts accom?anying t.he -filed stanaard offers w~~:~a;g~': ~a:t 

,"_ ,_ ...... "'I""_.~, "c~,,,_,,,.,, .• ".",·· .• , ~ .l'\ ' ... \_ .... : ... _" '~." "~" ••• ,~ .. '" ,"'""1", ...... < •• = 
thenegotlat'ing' confe'rence';- whi).e- some may th'ink' t1iey a!"-e- t'oo high, 

, " ~ r. ~ ", ~, ... " _ ....... "'" ~ ~... _ ,..... . """ .• _".... ".L. ~ -," ~ ~ '. . , ....... _ "¥ .,.. ,''', ~'" ,\.,. 0 ~ .' •. ,: •. 

ana others that.- they- are' 'to'o' low", nevertheles's'~ th'ey' were' 'a'greed" t'o." .' 

Whether the forecasts should oe revisea~ for p!"ospect.1ve 

3 !he appropriate stanc1a!"c for evaluating fut.ure utility and QF 
projects is a !o.recast of a utility's marginal enere;y- cost plus 
sho!"t.age eost. This is oo.ly a proxy !'or a forecast. _~!'_ave}::a"g~~ ~~.r:gi,n~,~ 
composit.e ener-gy cost and capacit.y cost. The sho!"tage eost is not ~ 
1 i ter:al!y ."the..-:" cal"a:ei t-y"paymen.t.: nor ::i"'S,:the- ,syst;e1t 'Jlla::"g:intt ~:o~::-:a:t'ing\ 
cos.t-: 'the,: ~enerSY-"cost ,.:. btl't": ·tha't:, ,t'~olot7 hers:- ev.ol:ved:-~ .:t!ti:s '~'.-: = 
long-run standara offer proceeaing from the s~ort-run standard ofter ~ 
proceeaings. Tbis is one complexity among many :--elating t.o avoidec ~ 
cost forecasting that will be ad~iess~d in the evidentia~ hearings. 
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AT :1'/ ...... /.,.;'" * ..,"" •• .J .... .: ... ' -- ........ -

Edison a~d SDG&E a~e sbown: ~ . .... ~ 

. .: "' 

?acif!c Gas ane Elee~=ie Co~~nv 
~9!'"ecas":9c E::o;c:v ?ri_cc Scrlecule 

:. ,'" .. - .. 

Year of 
E:le:';'Y 

=>e::"i-
ve:-::'es 

?e:,:.~c;" I.Wl:'l":e:'). p~:":.oc: B' IS~:) .A.:lr.ua::' ~ . ~ 
~·Peay. ?~:,:~a:·?~4k O!:-?e4k O~-Peak ?a:,::.a:-?eak C::-Peak Ave:,~~e 

:So~ 
:'9~ 

~se5 

~986 

lS87 
:905 

:'<;8<'; 
1990 
1991 

1992 
• 0(;1') ... ." 

5~:'e. 
5:06 --,~-- . 
~~I> 

:' ::~ ,.; ..... 
~:~8 
6.S". 

i.~O: 
8~:2 
e:6 .. 
c: ":'':) - -_."';c _ . r, .... 

5 .~. ..... - . ~ :;, ... ...: 
5.~S 

. -. 
~ .. ..; 

6.05 
6.62 

- ~-I • "'.;. 

i.7' 
e.2~ 

~ •. c;.;.; ~ 
5 •• . - s.z:. - '..,~' ;, ...... s.? .. S.~:. 

~ .. :~O. .. .. 
5.8~ ~.6S 

- ...... ...,. -' 
~.~ ... ';.08 5.S~ 
S .:sa. 6.';7 • "'? e.,j .. 
6.29 ~ 7.03 0.8i 

~ ~=ov" .. i.iO i.5~ 
i .42_ 8.23 8.04 
7.9: 8.75 B.S6 

", ;..,., 
\,; ..... "", ... , .... 9.46 
So.30 '" -- lC'.23 

. S.:.~ .' S.le 
5.';'8 S.~7 -.. ~ 5.56 5.55 

, ... -
~ .. '..i 

~ . 5.80 5.79 
6.l7 6.1:' 

" . -, t) • I ..... 6.70 . -
. " . .. ':)-I ._~ i ., 

.~ 

7.eS -.8-9 I 

e.35 e.~ 

.~ 9.·02 "" .• ':t.Ol 
9.76 9.75 

-, ~ .. 

" ,. 
, 

- .... '-.1 

.. " 
.. ...I '. 

" .. .. 

. - ,", .. , 

E.~90, 
S.6S . 

. l~A,r, IO.·~~, '11~.·O6 

, - ~S .• 2~: : ~ 
10.00 

'10.81';-- 1 0 .~' 5~S: -:, .. :: o~ . 54:' :: ..,~ , 

l!.'9 :'0.87 1:"96 ., o:.c; - ... _. 1995 
·1·9~6 ~ 
199i 

:':2 ~"6-7 
.. ·lZ-Gl· 

:':.25 
:2=.09 .' 
:'2.9a 

~'1'·1 .... 605-: -1~2~. '85 ";. ~ .", 
:: .. 68 ll.,.4Q :i :5~G~-: ~~ ..'.~ :'2 ~25 .' ·-l2. 24 

.. , - -12:.54 ' -;'3.79,. " l3 .1:5" .~ 13.-l4~ .. -: 

""'1'bese .P='i~-are c.:.ffe:-e:'l'tia':.ee.~- -:""le "':.J..."'I!';' ':pe:'lOCS as~eE':i."le:. ::£ri­
?G&E' s ~--a."lCarc offer: 'C."le ':.l:ne perloCs a:e s\:!:jjett to cr..a:-~e ir. 
ac:co:'Q ... ·ith ~. peak, pa.-:lal peak, an::: off pe.3k :'0$ cef!:'leC i..--:. 
?'""~E' s -:a:l:: scree.\:.les app:lca~le ·':0 l\!:-~e l:"JCU:-'~lal custor:'l:':rs. 

· 

" 

· 

· 
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'. ... ,'.~'.-

" PG&E, Ecisol:l, and SDG&E 
r.o:-ecast.ed' Energy Price" Schedule..; .' Annual, A verap;e' 

", " , .. , (¢/kWht , " , 

... " 

Yea!'" - ?G&E Ec1S0'!l -' SDG&E~ , 

1983 
1984 
1985 
1986 
1987 
1988 

1989 
1 99 0 ~. - - ' 

- . ~ . .' . 
1 991'....'" --, 

1992 
1993 
i 994 

1995 
1996 
1997 
, 998 

5.18 5.30 
5.47 5.60 
5.55 5.70 
5.79 6.00 
6.16 6:40 
6.70 6.90'" 

". - , 
~ 

5.90 
6.40 

6.40 
,6: .. 30 

6.70 
i .34 '~ "-.;:" .-7 .. 60. ,:' ,,_._ .. ,_1.. ... }~ 

-=.~:-~ 7.8-4~~'L:,:·-·-· ,,' ~- --','~;~~,;:-i.~1~~-;~=:'-;-.'? ,:',',':< ~~-",:--~.~ 
"- -"-:"'S-. 3"~' .. . .,- .--" S-:60--'- -----"'.,---- '-9-:20-

9.01 9 .'!O;- j 0;6'0 
- ..... '-

_,9.75 10.'.10,.. 10;30 
10.54 10.90 11.10 
, 1 .. 39 , , .8:'0 , 1:.:80 
12.24 

13.14 
12.-S0 -

, 3.6.0 -
j 2.'60 
13~~O 

14-:20 
1'"'." ~ 

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

~" " . ... 

The 'pr-eceding' schedules 'sbow: "'the i5-year-: for-ecast.s, of .. , 
. ~. '. -, 

a voide'a marginal· ener-gy~ costs, Whi:¢h is~, .of eou~se:,: one eomponent~ Q!' .... - ... .,. .,~ ... ~ . 

total avoided costs. 

--:' ': ',In ,:und~rstaneing how tO~l c~:n~~act prie,e:s ar-ed-e~ived~.~1~ " k. . .... .... ...... _ ... .. '" 
~s eri tical to kee;> in: mind ther-ear-e a:; n1i::.ber of m1x-and:";ma ten '''. 
options for eoth ener-gy and .. shortage cos.t or- eapaci t'y pay:n~i?-~-s~-':'For 

,- 2'5 -
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example~:. ~:Q~- ,~an: ,elect. tQ~_s.ell._ ~:"t."or: it,s: o,Ut:p,Ut.., under the terms of 
one o!" t.he exist.ing st.andard __ : offers::, 'cased_: on :sbo~t-~un~ ayoid~~ cos.;s;, 
if' he did so, the el:lergy~S9'ld ~der:sp.~~t~=.-un-::as availaole 0:" firm 
capaci ty standard· o!!'ers ,. woul.d .. De , su.l>j eet '- to .. p:rice,· vari.a~ion t 

- ,0. ,"" •• ... .... • -'... , •• - .... .. "'"- ..,- - .' "". • -_-__ ~._._~_. __ ._O> __ ... -._ .. ____ '" _______ ~ ----,-
whereas t.he portion sold. under the;!'orecast wou,ld bave a fixed 

. - ". -. 

price. Also"e'~·i.!'!'erent sbo,r~g~ C'ost or c?-paci"ty paymell;t.\ options are 
a vaila'cle t~:,9Fs signing up~-unde; any of t'.he-: ~nergy paym;n;:. options • 

... ~ "' ... - -.... '-' 
capacity EaymentP!1ce: QFs may~~lect to del~yer 

ei ther firm~ f}-r- as-d.eli vered~ :C,apaci ty. !he~ ~F' can selec~; how mucb 
firm capaci:tY~ ~e will 'ce co~r~eted to pr~d~, al:ld any:; :excess 
deliveries ",1"11" receive the':' as-delivered ea?aci ty pr1C'e~ ~ ~ Tbese 
capaci ty pa~~n:ts are dete;~:ned and paid under the sa:ne~ terms as - - . - . - - . 

those in e~d.:s-ting St.anc.ard 'Oi!'er-s #1 and #Z7.: for as-availa:ole and 
fir-l: capaci~~~:,~ ~espectivelY':~( in us , firm ;apa~ity paym;~~: can 'ce 
leve11zed as: 'j>roviaed by standard Offer #2~" anC! are suc-.ject to tbe 
performance:, '~-n'~s wben tbe 0:; c.~mo!lstra tes'; ~- ~irm capa;i;Y~ factor in 

.' ... .. - ~ • - oF ~ •• • 

excess o!' S5$.;.:...all capaei <;y:: pay:lents are Xtade monthly. ~ , .. 

. Ji" . 

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

• •• r", : '. 

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

", " ......... ..,. .... 
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'I'h-e !"o-llolol'ing~table' ~h'olol's- the· annual ave:"age. 'capac!. ty'" -'. -
in ¢/kWh':f6~ a~';;'availa'ble: eapa'o'ity:":,::, :':-::; '; -:.";':: ~:: '::~'" ,-:-'~: "c';:: 

". "~ : '.:... ::,' PG&'E";';'Ed1.son'· an~ SDG&E':~' ,. .-:\ '-.:: .: .:' .- ..,' ~ ',:-
'For-e'easted CapaCitY. PM.ce SCbe'd.tl:!.e'.:).xl!lt:al':; 'Average '.: .. , '. :~ ,-: 

. ': ,,~ .: ~ :.; :':; .. ,' .:. T¢kWh'): ".: .. ;, ":.: ~.: ,~:~:: '; -:.:: :. <: :.: ~ ':" ~ .>~ ... '~ 
. ~ Year .. ~: ::: . - PG&E: ,,' ..: -: E<fi"Son: .":.; ,: -;., . ':. ': SDG&E; ~ ,", .'~.:'" :: 

.198:=',·- .... ·,.798" ', .. ,., "".1:09", ~,-' .. ,.' ~ .,'7,' ,_. 
"98~'" '. "'.867' . '- ' . ···.'868··· "".,:... '~~ 70'0' ,.,. --, .. 
"'98~":· . ." 92"·:.... :-- :. ,. 'l'" ,-" '.':":. '" -,'. ,::.: ". ~ ;.r . '. '. '.' ..... ., -..:...9Z .. _--....... ,., .. :·. ____ . __ 7., ... Oc_ 

'.' . :1986., '. .1 .'0-04.· ,,'- .. '" .·.993· -. . ..soOft- . 
"987" '.084' . . , . 'L 073'" . ""', • 8'70" .. 

,: 'T988'::-:"1~~'-Olr:'~- -~' "'1.·1~3~: ,~ -.~:', ~:·'.9·5·~:::"':·': - .. -. 
, '1989 .. ··· . 'L.2S5-·." ,·1_244... . . - '.020. .... .. 

1990' i.346 , ".3'35" ,~" 1.-,0'0' ~ 
,~:. 1991-:'1.l:38 ~.: :1~lJ.39~ .: ~:1:'3'1-cr': .. ' ",~" 

'., 992 .. - i-.5~·1 ,-~ .• 69"0:-:-- . - .. ".~1,.:4:0.0:: "::.! 7 
. "99'3' 1. 54'3 ,~ .. 80~ , 1.500. 
, , 994 ' "', ~ -1". 757: '~-' .,. ... 929',:.. ..:: '.': .. ", • -660.: -:: 

1995: " . 1.. 87.': ,2 .•. 0.5:5-:-: ': ::. ',' ::: > :h.:12.0.':", :.~::: ~ .:. '::< 
.1996 2.009 2.2..15 '.840, 
: 1997: ".- - 2;.146' '" -.~ .. ~.352 .~ •. ':' .-,:"",,, ·~1:-: .. ?60~<::'::·':··-: :---::: 

1998 ., . ~~ .~ ... -,-" . '." ., 2 •. 1·O~: '\- .. : ....... ':::':. 
_____ '" _ _ _', l .~. .... _.,... .... _ .. ~.~ 

* For payment pu~poses tbe annual average ra~e will 
be converted. to seasonal It!me o~ del~ve~y ~ates 
consistent loI'ith the Commission approved method applica~le 
to as-availa~le capaeity.. !he annual ave~age ~ate 
exp~essed in e/kWh, rather tban $/kWh, is developed 
ror the utilities' eapaci~y payment ro~ecasts, applying 
thei~ alloca~ion ~aetors and hou~s per perioe currently 
in use. . 

~ 21 -;.., 
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....... - - -

B. For-ecasted Ramped-Up Payments - - ,<, :.' :~ __ , "" 

Based on Ener-gy or- Syst-eo Ma~ginal _ _~ -: _ ; ': _ 
Ope~at.ing Cost.s (Opt.ion .".,) ---"---,------

, _ ~,'.' . .-.". • , " '.' ,_ .- .. , 's:-:;"" , ... ,-." :~ :~ _~:: or."":::.:.-o::'-."", 
'. ' Op-:'ion :(;1 is tbe :-amped-up payment. st~eam, wit.h the payment 

'" ...... . h, ',,~ ___ ,.--. _",..' "'"' ........ rl,. "" _. _ .~ .... ..,r_ ~_, ........ , .~,,.. ,'_ ~ ....... _ ,.(\., ....... ·'.'.-1 ...... "",'" j' 

va!-y'ing with season -and time of'delivery: This 'p~ov:tdes a' direct." - , --
p:'ic,e 'signal:: ~'o "e;~ourage- peak:' p~r'iOd'~ deli ve~y -by -6F;~~ '; :. "': :;~ ,: ': -:: ,. "~'7 

, , " D~r'ing t.he - i'ixe'd . p;ic~ ,. peri~d ; ," '( ::1i~imum ,: 1 6'~ yea;s~) ':, the-OF' ',~ 
recei \res' a~ seri'es ;f·p;:ede;~;m1:,.~Cr 'en~rgy" pri'ce's" '~or'-: :Pr';:d'~~t'1'6;~~~· =.~.: 

........ ".<"", ..... ': "',""'" - •• ~.- .......... "., .... ~- ... - ,-, ••.• < ."" ... ,..,~- J." ..... ,~#*'-.~-,: ... "r ..... ~ , __ ., .... :., .. " 

'Croken'down by yea~' and costing perioC1s.'· These -fixed. -p:-iees' per kWh' , 
....... ,.~ ..... -.~! .. , _ -"',' --N- ,... .... , ..... ",_v· ''',',', ... , .... ,' .. ,,,:: .. - ~.,' .. ' .... "":', ... --- ' ..... ' ... ,.. ... ,1" .. .... ,:,,,. .. 

ar-e pafd' r-egardle'ss of- whether" the- i:'tili tyT'S' act.ual' avo'ided "'costs , .. " ~ 
". ,.~ • " '"' -.... -- •• ,~ '" - 1.,\ • 1 0" ..... '-.... ..... ~ ~ • ..... - • • ... -.,..... • ... .;'. " ,'" - I, ,.. ....... ..,. ... ,.. r-- ". • .,..,. ~. ~~ ... r ~ ',...., . - . - .-

turn' out to be higher 0:'" lower-. .. QFs' can choose" to take' a' fraction' , ' .. 
(in 20-S" i~c~e~~ents) -~f 'th~ir" e~-er-'~: paY;;e~'t~ '~~'d·~;':':thi:s: ;Pti~;~ an:d: ,:',~ 
the re'm~inder'u~~e~~ t.'h~:· '!'~il Sb6;t:'r~;~ ~~Oi~~~d c;~;; ~ ~p~pli~~bie:-;~de';:' 
Stand:a:r-C Oi'~e'rs i,= a;d; ~f £. 'oii ;~' g'~s'~'ii;e'd 'b'~ge'iie'r-a ti6ri-= 1~61i1 'ti~~': : 
ar~ limit'e~ to -r-~h'ei ~i~g ;o~' mo~e t.ha;- '2'O'~ o'f-' thei;: -en'e;-gy-= pa:yment;- ~ ':: 
under the forecasted energy pr-ice option, \0,"1 th th~:'r-~'~ind-'e;: p'a1i ~-t'< 

... , +- .' - ~'. • .... ~, .. "" • ... ' ...... _ .... r '-, .. '. __ ... ~ .... I, ,,' ,,~¥ .':. ~ .,: _ \.~ ' .. ,'" ," • _ 1-' ...... __ _ ... > 'c'-

the full 'sbor't;":-un'~ avofae-d oper-a:<;ittg c'os't.s" unde:--o:ther' 'existi'ng-" --, .-
sta~:~ra~~d": :of::~;s",:'~r:;n~'e'~': O;~i~~'#3 '(~hieb i'S::d~s:C:-~1fe-d'- iaie";:?:::' ~ :~:, :: 

. ii':;er-:'tb~" "'li~-edP;i~~ :?e~ibd~':(~-~~:.~i'o': ~~~~s):: t.b:;§"Qf-:'~·: " .. '" 
receives payin-~~'~ r6r- "eri'e~gy -deirvered a~: 'ibe,,'!til'l: Sh~;';"';~;;~~ ;~~1d~c! ~­
operating costs which. are also paid t? QFs under~~;d~d~i'er~ #1 
th:o~ugh_ t3~.~ = - . ,~~. =_,": ~ "_~: - -., ~ ':.: ::: -::: ',.,~ ~ - ~ -" ',' ~ ~ ':-:::-

,,-, - - TIl-iS opti'on c-on:~a'i~~s 'rid :d-iic-ounts~ r~qiii{..es-~ ~6: ";~c~~::ty":~~ ,"'-:< 

and has no i"ormula for calculating damages ':[n-;rie': e'vent~'C>f ':."::": -'~ '::. 
nonP:e~:-:for':dnc:e':~r b;~a:Ch'~- 'r .- '.'~ ~" - ~ -,", 

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

'-------- -------.. '--....0.-:-.. ---
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c. Levelized Payment 
(Option #2) "- .'. ,-.. ,~.. ., , ....... , ..... '" "....,~ , .. 

, .... , .... ~ ~ . -'---
---,.., .. - ~ -'.,..., , .. ~, .... - - . .,.... , .. , .-

D"..::-ing the fixed p:-ice-?e·r·:rcC:;--the~QF';:'w:.ll ~ :.-e;c·eiv:e,::,;~r;i"c·es 

leveiizec';;e;: that:" pe;1()d,~ :' The: t~~~c~s; !-r~m 'which 'th~se:ievelized 
I·... , . . ':- . " . ~'-.r,. • ,.,..... .... _ ,.., _~ ,'" (' ", '. - .' _~ .. ,. " __ .. ,. 

j>rices ~ a:'e" deri ved,~ is'" the .. sam~' as', that _ used, in" t,he,f'o;eeas't':, 0.;. ~~,mpe:d.~ 
up energy ~ p:-i~e .. oPtio~: ,_ . ~~i<:es·. ar~,~, ti~~~~~!'~~~ent~~'~'e~ ~", ~~'d.' ~il' be .. 

... ....... " ... .- -.. -. . , ~ '. .".......... '- ,"..." - . '.. ...- ,. ...... .. , " " .' - "-...... 
paid th~oughout ~ ~b~_ .!'ixed J)r1c,~_ .J)erio~...:1'~i~_~pt1ot: a,~~_o" d~s"not. ~ ,_ 
:"'equ1re' any' di;cou:l~S" from the' utility'S' avoided' cost:' .. Howeve;'1' i t~ 

_ .,' . ___ .'.~ .... ."_':-.. _ _'. ,".. + ' ... ; .... ;;.._.' ... , -: .•. : ~ V'~/ ~~~,'-, '""!.: .... _' .. ,: '.:': .~~"'S:J ~ .>/:.L~-: 

does requ.i:"'e. tha.t.. t.he . QF post secu.rity. t.,? p:,ot..ect .. rat,epaye.r:sr. in the ~ 
event noni>error~nce oeeul"S aDd-earl;' pe;i'od. o~e~paym~nt.s'- h~ve been 

.'-', • •• - .... , . .. <, • '" ""~.. . '., _....,.. - ,,,.; ..... ,., ......- ,~ ... ~. 

mad.e·~ ~ ~ .~~. it. t.he~ ut.11ity" aceeP~:s .. a, .. ~_esse~: g;",a¢e .. o~' .. ~,e.~uri~i, .fhat.· .. ".' 
may. not' fully gUaran~~e pl"otection of" t.he ra~.epayer~· t:h~n" a~ ',-: 5~': '. ~ 

" • • • - -<J .. ". ~ • ~: - - - _ ~ ....... :.~ ",' • ""' I'" '.... . _ .'., .. _ - - ..... ... 

di.~c·o~nt' ~r:om" ~he ,ieyeli'zecr Y~.ices~ i~~ ap~lied: o~e;.. the·!:ixed. ·p;J.c.e~ . ~ .. 
j)e;1od'(sp~eirics c~nce;nGg se~urity- and" leveli~ation a~e' ~lscussed"' 

'. """'. : '," ... " ,', '. ~". , .... , .• , ,- 0-0_.',' r ..... ".- ',.'.- _ .•. , ...... : 

below 'in' i'his section") • - ~ ....,.... ' , . : . , '.,. ..' - ~ ." -" .. _., 
" : ': ~.' .... ' .... _ ~ ::, _,'" . __ , -",,' .... : ~ " .... :":- _ .. I --;-. '": ':, ::'0. '.: ~2 .... ": ". ~"::' : '.".. ... :i ..: :- .; 

This op,:t.ion. under PG&E.: s" p.ropos,e,d "e~n.tr.a.c.t" ·~ontains., a.,. !9.rm,).l,la. for, ,_ .. 
calculat.1~g~ ~ini~1lIll., d.ama·ge~ i,~,: ~.he: .~~en~t-. ~'~~t>~e~~,h;~, :h~~~e~v.~r.: .~.t~fi.t.~.e,s:, 
may also::.seek= t·o .. collec'.t ~o~esee~pl~ S!am,a:g~~ aljo~e.d.·. ~t.= ,i~~: fo-r""" ,".-

1 
I 

I 
! 
I 
I 
I 
t 
I 
\ 
I 

b:"'each .O.f- C?~~~!ap;.~ beYond~. ~hose·~p .. e~~!'ie.d 'by~, t~~' .. !'~~m~~~:.~': _, ,. '\' .' ._ 
: .. ",'.: Levei\zatio'n' -. ~ .. ' ':. :~ . "~ ,. ~, ... ~ 7 - : ~ ~ ,.' .' .• ' .. :: ~ ___ ~," :: ~ ; ~ ~~ __ :~ ,,' '": ': ~: 

'!"his is an oj>j>ortune j>lace to disc\!ss leveliza tior',,; "_" _._ . _ 

gene:"'a.l~y, ' ... 'o-ec~~s~ ~be., ~~isti.~.g\!.i.~.~i.ng. _fea~ll~e, O,f .p_aY.!ll~}lt~ ,o:;:t-ion·:i2· is 
a levelize'd,'paicent "st:"ea~"·>··- ... ,.,., .. ,. ...-~ -~ .. _ ... 

Lev~li~a t.iO~ ':1S'~ P~Y;~~~ st-;~eam' ~h~P~~' ~~.~.l"i~o~\i '.ka~.en,~~. ~ .~ ~ 
,-, <~ -"--~"''''--'-'"- - ..... , •• 

are constant over a peI"iod o~ time, and are based on forecasted 
values and the value of money. It wo~ks roughly as !'ollows: 

r 

r 

r --

. 
Forecas~ed value ano 
payment stream 

levelized 
f .... :> ____ ~~------__ --~~~~--------------------------- ?ayment stream 

i'o. ,. -... .. 
! .. ... ... 
~ 

~ 
[ 

( 
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.'l"h~ p'ayo_r -(e.,,,.s •• _util~ties: .2?,c., .:ultima~e~y::t?"~ir, ,r~te:paye:",s) 
applies a c.is-count. ,rat.e t.o the, :"amped.-up. ,payment. !'oreeas':., !.n ,orc.er. t.o 

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

aeri,ve ,an __ "equi valent.", levelizea_ "payment, st.ream,. - As, .irldicated.,..i:l. ._th.e, 
, ...... • < ~-" --, ....., .. ,.,. -' ~ .... ,- .. • '.'~ ". ... _' ,- , _,. __ '0-, --,' _.... • :. ..... ... • J .;.. ___ ~:. .. ___ ....... .:,:' ,....... ... 

a~ove .c.ia,gram "- tb.,e_~es,ul t. ,.o!' l,ev_eliz,a t.ion ,.is.t.,ha t. t.he payor, pay.s.3.. ~ 

higher n.l.e~ei ~o:i·paY.m.e.~';s~a:rl·i~; -1~,th~' ~ti~,e pe~1;c::.:(~~a ~A .~~~ '.~ .-
.'~ • ...,,', _ .. __ .. , __ .... ., '" .J '. _.' ., - ... -'>, '" _,_ • ,.'. ~._ ,vi '.' " ., _.,' ,,,'., .. _.~ ,,.,. • • ,".... ..... " .. 

aiagram) in exchanget:or, ,.l.o~e::: paymen::s .. l,ater ~on, .. (are,a .. B~_.0tl. _.," '_.';. 

a iagram) ,,- . nl e"paYme~t S:t;,e~~, -a;~. ·.~~~qui,~al ~n ~:"' .~ii. ~ ,Si~;n -~th.~. -';'~y~.r:. '.~ 
oppo~tuni tie~-to- : i~~e·~·t. -!'unC1~ (~~ ;~s£ _o~ ~a'i.ta-i )·~:-~be::·~a.;i~'i;,:t.!l· ~ ," = 
-:.he l~t.er y,e~~:s.(ar:ea .B) .,.a::e ,eQ.uiv:alent, t,o', __ the, ~e.t;~%l ~th'~t .the';a;;;.' 

• -" ~. ~ - • "". .....'..., • c ..... '"....... '~ "._ , ... ' 'w .,; ' ... '. ... ' '" A.I _ • "", ,_ ". ,,~ , ..... 

could _have ea~ned ,in~es_t.ing, the, .. d1!'t:e.r:en,ee "t>e:twe.en th.e."f.ox:eca.s.t_ee.,~d.. 

levelizea .-pa~ent~ ~ (~;~a _A):~,a;'iy, ~O~.' ~ ~The .dis'C:,~~n:":o :~~~t~~ :is. : ~h~t. :;~.t~ 
• . . - '.. -. .' ,-' -... -. - -- ..... •• >.,.. • .... -' .- - ... ,\, ',.> .• ' ....... .:: .. _. - ...... , -- - .... , ... ,.. , 

o!' "!'o::-egone", .compound .. inte~est .,at. wbic:' :the payo~ i!l .wiUing .. to ~ .. "'_ 
•••• _ ' •• "~, '.' ". n I, __ -... _' •• """ ... '"" ._' ...... , ... "" '., ___ ......... ~,.., • .' r.' '-... _ •• 1"..,._,,_· ..... ,_ .. '. 

tr-ad.e .,~o:: the. e bu:::c1e:l _of paying _.mor:e. soone:: _.than ~woul,d ~oth.e~is.e. O:e ..... . 
<~. ,. , ~... ">-. ~ -... ~. ... .... • I ~ .... " • _ ~. 'd .' ." ..., ...... •••• _, • 1_ '_........' '. 

-:one case. , .. 0#' '.... __ _ 

Applied to QF-utility contr-ac":os, levelization mean~"tie 
utility will be paying mor-e in the earlier perioc1, ana electric rates 
for consumers in the early perioa ~~ll ~ incrementally higher as the 

4t perioc1ic levelizec1 payments are passea on in ":ohe utility'S ~ates. 
Also, if the Q: qui~s ~roduetion be~ore t.he ena o~ the levelization 
overpa~ent, (time X on the above diagram), the utility anc1 

ratepayers,are le!'t having ~aid more than the commocity was valued. 
Our concern about leveli:ation stems !'ro~ ':.hese factors. 

In simplest teres, levelization !'or QF pricing is-a-f~-of-~~ayer 
"loan", ~ to '- make 'a : 'perhaps '" oiherw±z.e nO:lf.±:nalleea'o-le·QF _~proj,ect ~v.1a'o-:te 

. '" , , " .-, ""' ~,... 'r.:::" ., I' 'W>~' _: .. ': ..... _,. ........ ", , ............ " ..... ',,", -.,: ... 

enough to'- at.tract -·conventiona!:!'inanc!ng~. : QFs.s.a:y .the ,-option :0(:- ~¥ • 
• '- ~~ ~. ..' •• _ _ ," ' •• " -, ,'", ._.. • - '. ..- ','.' ... ~ •• 4" ..J .... '. ,.., ," .... .:. ".' • ,. 

levelization, which is compara~le to ratepayers than their 
"!'inancing" o!' utility-o~~ed projects, is only fai:"'. Sta!'!' thinks a 
solid. QF ~:",oject should be financeaole i!' it has a guaranteed price 

stream, as under Option 1, and that. a ~ank or other investor should 

make the "loan" needed in early.years insteaa of the rat.epaye:o-s. But 

staff agreed to this levelization option on an inte:"'im oasis to see 
how effectively it !'aeilitates new QF projects ana to see how risky 
it aetually is to ra~e~ayers. 
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'':be' Ci~CC1,lnt; rate "negotiate'd "at the' ~'contire~'~e~"-:~ 'be used e 
!.:'l -=.be ut{li ties ~ ieve:iiia~ion'·eale"u!·a":.io·ns 1~was'i'S%:,4,:. :::t"::: " ~ - , 
somet!'li:Jg'less~ than !,l'rst'c'las's: se:c"uri~i(as; di~'cu~s";e"d -liter): is put" 
up by the" Qf'::o en's'ure ':'ate'pa:ie'; -ie:c:o","ery ~cr- 'cve:"paYIZien.zs-:!:(~~e ' 
event of ~nonper.!'o:-mance, an~ 'addi iiollaii-;-~: 'is iakerr·~ai;ect!'Y' :"otf' tBe ~, 
levelized paym'ent st!"e-ax: ~ -=.d "';O::lp'e'nsate ratep"ayers !-or'~-2he' ~" 
eo~'re'sp'cnd{ngly '-h:igher ;isk r'esul;irig t!"oc a ':tes'ser 'grade"of' .-, 

~ ,'" - '.' 'f'.jo- , ..... - """' .... , .... _" •••• -

seCU!"l ty; ., ':'h'ere was ccnsicre:"ao!ed'ebateamong pa!"t'ies -as' "to- "the 

appr:cp:-ia'teftcppo':-'tun'ity cos-i Orcap'1tal" ~o!" ratepayers'in: " " 
l:eveliiing"pay:ent' s-tre'a:lS to~' '~rojects 'of va:ryiili -te'chnicalane" .. - ,­
t'inanc'iil risk. "::i ~b'e disecunt 'r'ate:usec i-=. t,'oo h::gB ,;::.s:rien: ::.:,., 
!"atepaye~s 'are 'not !"u::'Y e'o~ensat:'ed fo!'" ," €he "overpayments ':1n":the';" ~ 
ea:-l'y yeafs o~the contract ; 'that ~:s ,:::the: ':feve!ize,:'paYmen'i 
-=.co high. 

-,- "", ~~ , 

str~ai::.'is 

4 PG&E .. included.::levelizatien -:oased. payments -w:.:th '~'bcth,a' :T3:%:and ~" ::. 
i5% discouo":.,~ate; ho ..... ev:e:-, i":._shall use '5%,~consistent,with.the>., 
ag!"eement' reached -at the !'legotiating con!ere!'lce. ' "" "' ~ ~ " 

...... .-" 

........ " ..., .. ,~ ... ~1 

~ .. ..... _ ......... 

.... " 

3i--
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., Le,velizat1oIl and. its attendant, Pt~bl~::.s-: pos,e,c: o.Y:.. the use of 
... - •• ,. ... - ... ' - - - '" ., ... ...... ~, ~. > ... ~. - ~ .... "-

discoun ~ing·, . s.ecur-i ty - r-equ1r-emen~s, and,· termination. penalties -is~ _ ... ~, 
'. '. - _....... '. "," " ~. - .. "- -- ,. ., _... -' -,' ... ~ '"_ ......... -

some.thiIlg, which, in a, perfect~ wor-ld, we, woul,d ' pre!'ernot..:"to:, deal: c::: -, .~ .. . ..,' - . .. "'" .... - - .. - ". - ~ . _. --.. ,.' . ..~ 

several, concerns about~ levelization as.a·. fea,ture~ ot.- e.v,en·:an, in,terim~:;.; 
-~ '-." • ~". _ _.~ " ....... J ~ ~ .' .... r... _. __ ." " .. _. _" _ . 

,', ....... 
...... ~ .. 

(1) the precedent .. may,. lead. parties to .bel·ieve~ i,t-: i~ .. the",:~orm;: ,',::: . _ .< 
' - .... _ ....... , , .... , _'0 ...... '. '"" ,_ .,..... • ,.__ • • _ •• _ '-..... " .., J ... 

(2) admiIlist.ering, the security,. pr-ovisions of, standard" otte:-N' eon tracts " 
_" .~. • ~ '... v. ._ '.'.'" • _. '" .... _ ..... _, -> '" •• ~ ... _ .", __ .. '''''._ • -". _ 

,wi th" levelizati,on" .. ca!l.". as .. tb.e- number- ,ot~ ~Fs in.ereas,e F: be.:: an.., ~ng~ing.:.,.:. 
-- ... -- .J _ .~ .... __ .' '... -. ' . ""-.... _ _. _ _.. _ p, .• L. .. • • _ .." v .. _ • _ .... 

administ:-a ti ve~chore o~" some magnitude ~ for. u tili ties~.( whi.cb" ultimately 
.... ... ., _ _ ........ ' • __ _ " ~,L... ..... .... ..• ., _. ". ~.... ~ ..... ~ , .... _ '., •. ___ . _ '" ~ ~ '" . ~ 

,t:-:anslates, in.to. a,dditional· cos,ts t.o ratepayers).; .. ane . .::: "::';' '":i.:,:<_::-,' 
+ '"'' w '._ _, ...... _ ,,_,. \ • _n '.' • _ I •• . • ...... 

(3),: ~o~~s::- to r-atepay~r$' t:-om.: ,early cont.ra~:t" pe:-iod::~ov~~paymen.t". caus~d 
'oy~.~ev.elizatioIl~.acer'oates." the o,verall level o!:,el-ec:e.::-,1¢~ ra.t,es·,'. which:;. . .... . '- .~ .. -,. - ... ~. - .... . '" '-

a:-e now',:hi.gl:l.er:::;ha.n we,pre~er,.:: .. ,_' ",:': ,.,~.,. :.: '~:':-',~~:::: ~"~::: ~:",':::~.'~'~ 

" !l~.: wo~d.~~-: why ~ .. ,~rg~ Il~ber: of. QF:j)r~je_ct,.~:- .canno:t-;; oe'~--:' '::-::. 
finan~e~, w,1t.n.: t~e simpl~rore~as :ted~: paymen t .. s.:trea1t:,:, whi~,h:.. is:,,. '~:'.;." -: ;:; .. : 
guar-ante,e,d.,,:'~~.um1!lg_:per,!"orm~n,ce,. up-; ,t.o~ .:tb~,.:..firs.t. :ten·; ,y~r:s(>f :'~.":., ::: .. 

.. ... ". 
op~.;-a:::1o?,,:: ;!l.e~ t<)~ecas.te~- ramped-~p,.: paymen.~'~ str-~am:of't~~~d:; by,.,.th~::.:,_ 

nonlevelizat1oIl.. ,optio:. .is.: ,a, large step" t:orwa,r.d, .. 1n::; te,rms-.."o:f 'payment,~ :..: " .... ~- ... __ .. "" .. ~ .... - .......... , .... . 
certainty for-,.-QFs,. :w!l1ch.· should greatly' assist- with, ,tin.ancing." :he, .... ~. 

~ ,- - ,.,.. • " .. ~. ••• • - _. ,,,, .. ... • ., - ....." • ~ -.., ., ... • • ___ • • L ... ... 

specter of many levelized. standard. off-ercontract.s:- concerns.'" US;" 
• ... ',~.... F'" - .... 

particularly since we have no evideIltia::y: ~e.co~':".:...tha.t~how.s~s.olid. 

Viable QF:' .p'ro:j:ects: cannot be-" aevelop:eC or::-1':tnane~ "Wit.ho~~ 'levelization • 
... , ..... 
_., ~ -~ .. 

~ ... , .. ..."'. " ... ' 
'" 

~ ... ..;. .... ' ~ 
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~ '- ....... ,". 

...... ;: I 

. '" _ ~ _ n' ".' -:1 ~ " ,', 

Our~ solution~' is'; t'o:: alloW: utili~ies: ~O en~e!"'-level-ized 
s~a:dard otter: oased'-: co:tracts.:' !'or~ a ',: maximum:" of": one'; year:; a!'·t.er' tb'e::: :: ,. ;: 

effec~i ve':' date" t:>f the' tll!$~ or-der~ J..:$' india'ated':: i:1 the' i'o,116W1ng ... ·order, 
we will, addr-ess lissues .. relating to: this':: j)aYmeni opt1on:: a~': ~ar-ly a-s~'·, ' .. ; 
p oss1 'Ole' in:' evid'en t'ia:-y'~ hearings ~, An'd: 1 ihis'/ 'op~i'o:{ -inai:'bce::extenct'e<:f ": ~~ 

though a suosequent interim or-der, if we deter-mine t.hat.: ·p'rOT!.e~g·'- ~o~'; 
levelizat.ion'; in':' a:." standar-c', offer is in- ~be:' con~ic.u-:.:ng:- ~uo"fic-:: ,~,<:: 

.;. ~ .-. ~ r /" .. p.- ~ .- ~ - ... " '" "-'~ ,.... n , .'"'........ ... ....... ~~, " f", •• ,.. • \- " ~ .. ..... • .. ;~ - .... ': 

int.e!"est .. '!hose'who r-epresent. Ct::s-bavet.be'- burden of' showing~why'" 
levelizatiori, is: nece3'sa:-y'~ ···oUr' goal: i-s:": not: to'; enstire:'>every:poSS~'i>~le':'QG 
project·~ and/or: technology~' is": t!nanceab-le; ~athe-~ our::'go'al~!s"': 'to·:~': '~:::' 

provide an economi~~ ~nv1ronment: in \6icb~' solicr;: we-ll::"con'ce1 ved:' -p~'ojee'ts 
'have'.: a" rea's·onab·l'e::· opportunity to::be ritlancecr-:'tb~'o1."'gh-:p+i~ce~·: pa'!:~:Oy':: 

u~11it:ies':an<r-: ratepayers";.: ·It'; is n<>t'"'oTi~ ta'sk':'to- -COm?e~e::: th:roug!l":: 
standar-c of!'er payment t.e:"cs, for all cO:'eei"ns::: andrel-uc't:anee-"- o~::: .:,' ... .'. 

lencers"an<j:~~tlity~ 'inve'stors.'::: Ours~ i:s a:;'vo-rld 'or rlsks::;" aD"~ we have no 
business ensuring''- tliat some" have lit.t·le:o!"": vir-tual-ly n-O= :'i'sk-' a~~:'~h'e--: .::"; 
expense 'or others:-:(i.-e·.,~~,r:-atepayer·s:·).·: ~ir~ 'we-'wil'l- rati:'!"'y· ~b:e~ ~.: .. -.. ~·.';7~, 
levelized':: opt'1'on~ for-:' 1;.se, fo.:--· on-e':' yea'r'"~ o~ pur-j):os'e 'of: t't{i'; d.i:s-s-tiSif6n: e 
is ~:'alert pa~ti'es:: d:i'!'"e¢'tly": that· weha\re'- se~:'·6t:S: 1'"es:e~ati'ons~ 'a:'O'o~~:­
continuing:': tQ:~ pi-o'vide~ 'fo~:: levelizat1o=. in': a" standa!"c' of~e?-': .::.': ~:.~:'-:~-::: 

.. ~" ..... -- .... ,- ..... ~".. .. ,"' 2:. : .. Se:cu'ri·ty: ?rovi'si:O~ -o~i' ': : " ,>: -'~', 
,: ~ ': : Lev,elizec- Opt-iOn.. . .#2"" _~ : ":.: .... , : ," 

.~ -..,.' .......... - .... ' -'.... "; .... ..... ~ ..- ' .... - ~ ,~. 

,... .", PG&E. very ap~ly- summa:""izes' how· tbe 
,~ ...... _ ,." _ .....,;.... _ • • T • _. ,. c "'> ' • 

?rovisions evolved i: the context o~ the levelization opt.ion: 
~!his p~oved to oe one of tbe most 

trOUblesome issues in the Settlement 
Confer-ence. Com:ission staf~ wan~ed QFs 
to ~rov!ae very solid, substantive 
secu~ity in or-oer- to assure'rate?aye~s 
woule be made whole in the event o! 
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~: ~ermina:ti~n:, ,or". nonperr,OrmaJlC'e~ .~ QFs wan·ted.~..': '~':':~" 
the oppo~tuni~y to substitute lesser . 

. : secUri ty';C e. g., liens'.' on'-: tbei!- equ!'pment) -,', :- ~.' -,....:.,' , .... 

, "wb.1cb'.\' is. more" r:eadily: a!r.or~able,-, '. ane::; :t.~= ..:: ..: ,:- .; . . .', 
allow utilities to exercise diseretion in . 

.... ~:: :-eJeCii!ig" any"; 'inadeqtta·te'·r:o' :;ecuri ty'" tha t,~ "::.:'::'; ~ ': ::' 
.. : . might:-·:b:e .o!'.fered,.,.,._ U.tili.t.i:es~· were. n¢:t: ~~ ::.:., :.: ., ___ '" , .. 

__ ~ an?Ci.o:us t.o, hav~. such discre,tion_ w1~h1n .. ?-~ ~ ~ ,,_ ~. , "", ". 
. ' ..' Standa!"'d, O!'ter, -be-catlse'· it'· appeared. t04'~" - "- "'-,., ,-; ",. '" , . 

. ~,pr.esent~a;:no-win;:s:i.tuati.on.: The: ,QF ,<,,' ." ", "",: _.:;"::' _: ,~:... -:_ 
developer whose pr.oposed.. secu:-ity was 
re'''j'ect'ed··OTthe:ut1:1ity: cO'l.:'li:feom:p--la.:1'n "': -~~:, ,:; ':','~ .. '.: ::" 
tha~ .. th~ ut.iliYY."was: J:>~i.ng-: ~Dreas:onable; ~ _ ,::-:::: ': .... :: -- " , " 
if security that'the utility accepted " 

" -. evexi'ttlal'ly" 'tu'r:'l'ed'~·ol.lt: to::'be- inad~q'Uate-, - .. : :.: ::-:-"; .. :'. 
-',: i-ts:prtlden~e ¢ou-ld>,b~ q),le.s:ti.on.ed .by,- the::-- ,,': -:" _ " 

Commission. 
:: ." .. '':'' i>, • .: •• ~ .... :-- - ... :: ...... ' .. r ',~ ':: .' ~ .'" -: ' •• -" :: .... __ ."" . >-. '_ .~ ..< '_.'., • .. ':, --: ' 

The ~esult is a compr.omise. !WO tiers .o! 
sectr:-i''t-r Will h be~' ace'~~ed~":' '"'QFs: tha>t ~'; : :: :~ -..: "': .. ':.:-;:; :: :-:',:,' -: ~, :".~ 
p:r.ov.i~'e: fir.s t-; e-lass..: :zecu':-.ity-: w1,11--: b:e :ab-le,~ ~~ :: ': :'"''': '.:' ", .' .. : >, '" 

. _ ~p~ .ayoi~. p:-i.ee.d1s,~.o.unts;, tl'l.~s.e,. ,t~at '". " _. _ . ~ -, . ,. ~ ..... 
provide lesse:-' security w111' be suoject-t.o~~ - ..... . .' - .. ' .. " 

" . a 1 ... 5$:eIler.gy:p:-ice: .disco~.t= in.tb-e: fix.ed"~ ,",': ;;,.; ~ ':.: "': ';:.: '"'::.. '.:,,:: 
p:-ice pe:-iod •. This lesser security-- ' 

. 'e$ielit'iallY co~o'tat'e::''guarant'ee's' and': .::; ~ .. ",' ,~:;,~", 
equipment liens--is subject' t.o ac¢ept.a~ce 
oy tbe utilit.y. PGan~E agreed. to this 
~iseretionary authority because QFs 
insisted they needed. the option of 
providing lesse:- security. PGandE, 
reluctantly accepts this diseretiona~y 
~ole in this Standard Ot!er and bopes that 
in any futu:-e recovery proceedings, the 
Commission will v~ew its exercise ot such 
discretion within the greater context .of 
prom.oting a!ternative energy resources. W 

CPG&E's third amended application, pages 
1S and 16 o! Appendix A). 
!he higher quality security, the amount .of which changes 

each yea~ as ~atepayer exposure is reduced until the levelizati.on mid 
O~ eross.ove~ p.oint is ~eached, is any o~ a combination of the 
f.oll.owing: A letter .of credit, .perfo:-mance bond, paid-up 
noncancellable p:-oject !ailure insurance o~ a solid corporate 
gua:-antee acceptable to the utility. Lesse~ security 1$ other 
security which is acceptaole to the utility, such as: a less 
solidco~p.orate guarantee, and liens or a mortgage on the facility 
and/or the land .on which it is located. 
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Staff believe~ tha': if:: the'" ut.ili ties": have": ~'i:se:ret.ion to e 
reject secone!. level secu~ity~' th~~: ~~;enti~i QF~--:~b.O;i~~n~·t,~ be able 

,_ • .., , •• ~ ... ~, ~J ..... ~ • _ .~ ""_ ' ' '',. , __ _ • ..,.. • ," 

to ap~eal the utili ties' ":' decision": to': t.he- Comm:ission.:·~ We':. agree. The 
abilit.y t.o provide ;ee~~d~1~v~1:.s'e~ti;'itY,·.i;:a'.:'~j6'r: bbn~ession to 

o.. _. .... ~ , ,.. ~. ~ "., _. _" .~ ......... - ,~ 

responsibility or judging:- it:", The.: utili'ties·:'s'hould riot: ,be,~:secoo.d:-

guessed, and we do n~t;~~kt~Eb~~.~e~po~fb~i~tY~~~:?~~j~d'g~~;g~·~ecuri":.Y 
in individual cases.. Weexpe.et th~':': ev1<1entiary-hearin:gs':;t'O::: develop 

, • ,-'" - -"... ._ • " .. n_ " ... _ .... ,.. ..... ~ ,. , .-.,.. .... ~ _ 

even clearer securi':y requi:"e:tei~ts':for~ this,- s'£aildard: o'!"te~: .. :~ A 
n" _ _ , '. _ -.- -. -- " ... _ _ ., -. _ .~ ... ~.' ,.. • ... '" ... ...... ~ ._ .. .. ..,I • 

s':ao.dar-d o!'!'er should no.t:": have~ c11ser-~tlona:,"y':lt.eMXis 'i·n": i:t:.·'": -: 
- '; '+ - "., r- ,... ,- "'" - -.' ... , ..... - ~ ...... , ........... ' , ,-. , \ '.1 ....... 

Ra vi:lg u'ti11 ties: a4iiinis.t.e·r~ these, se:Curi~ty: p:ro~v:isions is . ,.... -....... '. .' '.. . ... - -.. . h.. 4- ..... '.~ .... • 

di:"'ec'tly analagous to~' t.hei"r- 's'e:o-ving:'in 'the::'"Ole as": 'a:: :l'ende:~ whieh. in 

a real sense 'they are Cwi":.h t.he :-atepaye:-s' mO:ley):':: ~ ~'~~~~~k 
""ro ......... ..J' ._,......... • ••• _-_c' ... ,..,.,-.... -~ .... , .. ;.~ \,:, .. ~ 

u:lde:-stan~ thei:'" CisCOIt!'o:r.~: i~:: ;'hi~~ .r:?~~;':' but.: w~~ .~;tl~l( ~~:., -guid.elines 
ar-e clear enough they: -can·~~ :"eas·¢nab-l'y:..adm!.n!.~:-:· 't:b..e'~ s:eeu':-i~y 
pr-ovisions. m. 'timately 1:' h:;ite,v~;:'~ w~: _~~:uid,: ,~:;'e:,~';~ ~o~;: '~~n.~-;ete 

....... ... .. '. _ -- +.,. "- ...... ..... ... .." _ ..,,~. .' _ ~ __ '..... ., 

secu:-i ty provisions~i:!": lev-eliza t-ion: 'op.~io~s- 'a!"e'~ :ext..end:ed., ~ and we 
- _ '/ : .. ,... ..... ,,' .:,.., ~ ,". ::.'" ~ : ~~. ~ ~ , .~ ::.: - ·:.H~ .) =- ~~ -: ': 

expect. 'this issue to be addressed . .in. ,tb.e~ ey.iden.tiary, hea:~gs. 
,,' •• ·n _ ••••• , .......... ~_ ,_ .,."'_.'_ ................. ~. 

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

. ' 

" ---: 

.. , ... ,-

'" .. ,.,.. ~ ~ 

c .. • , .... , •• " 

,- r _ ,.... '/.". 

......... 

.. ' ~~" 
,'-"'" JJ'--' 

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

....... ' .... 1_ ,_.. , ..... ..t. ...... 
... • • ..... , ~ __ ' .... _ >0-: 

.... .....·":1 J .. _ 

"... ~"- '- , . .- .. - ... 
-. ',-' .~!(". ~.,....,. ..... . ... .... - ' ...... ' ..... , 

... ." .. ~,.. .,. ". ,~ ". ~.; -::::. 

~ ,.... . ,.. .... ' 
~: :r'; '-.11 '-A 

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

..... .... .... - . 

"", • "#' .c,j.. " .'. '. ~ r ..~ . 

... .". .-..... 1"'<". _"" -., ,,~ .... .... '" 
j •• .... .. 

. ... ,..,. ......... ,..: '" .. 
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directly analagous to t.heir- serving':"'in': "the:: role:: as' a: lender", which in 
a real sense they ar"e ~(~i t.h~: th~ ;~tepay,e~s~: money)~: . We -: '~an 

~ ... ~ -::.. .~, . .' - -, "- ....... ' ............... ', ............. ~ ~ .. . 
under"st.and t.hei:- eisco%C'ort,.: in ''tlli'''~ ro-le,.;':" bot we·: .think·:·t.b.e guidelines 
aN~ clear" enough t.hey cail::: :-~~;,oc.:aS:iy':,~<iminis;er:. i.h:e ~ s~'c\i:'i ty 

.. ,'0 ',.. _0- _ • ... ...... '..", .::.. _, ... ,I "" ,. '~, ' -<' '. _ .... ~ " 

pr"ovisions. TJl t.ima tely';:: bowever.,,~ we::: woU'ld~ '1>refer,~. mo:-e:)eoneret.e 
seeuri ty pr"ovisions if:i~vellz;a~t.!:o·n:·oP·t.,i;ns: a~e: 'ex.t'e~'de~: and we 

o " •• " ,:" , ... '"~ _. '., , '- .... ' . ' ,#'_' ,"" .... ' , •• ,' .... "'. ',1'- _." _ ...... ' 

expect. t.his issue t.o 'be a:d.Q~essed:- in: the~' eneellti:.a:r hea"!"ings. 
D. Curtailmen t. Provisions : ' ~ ': .~ ~, :";::.~ ,: .~. - " :.:~~. _, :: ~. :::= :':' ": :: ,~ : 

(Unde:- All PaYment Opt~:ons): :" ~. : : - ".',,::' _ : : ,~~.: ~ 
. - "'" . ... .....~ . ~ -~ ," ....... ... ~ " _..... ... 

!he negot.iated e-art.ai'lment :-prO-v1$.1ori.s:: ~or;,St.a.nd.ar-d O~fer #4 
ar"e utility speci~ic, "ith:P.G&E~.s;~;ovis.iOtlS~·C'O~siit.,ing: of ":.he 

"' ' .... '"" " ..... -..' ._.... '" ........ 
~ollowing 2 options:: '::'::-:. .,::" . - ,:~:::.::. -; ::':: :: 

a) Cur-tailment under" '-if;r:ega::ive:: ivo1(r"e<!'eo'$:t~: ~ . ',' :',' 
conditions and. a lower' "hyd:-o spill r"ate" .. 

... unde~,)lYd.r.O spill~,cond.i.t.,io.ns ¢.th no _~_ ~ .- --~ 
. 'hou:-ly' limi't-.· '''!his' opt'ion- 're'!'er-s··' 'directly .' ,; ' ..... 
, ·to:·thiS:· :Commission:':.s .cie~:i t.ion: of', nega ti ve· -: :..::; .; ":'~: 

avoi.d..ed.. cos.t.s .. ane. llydro spill-" _ . ~. _,' ,. 
condit.ion·s".' . .' . _ .. ~ - . 

·1,)"':Al~i~·it:o:t~· j:-,ooo' :hc)~;S o!""'r"'eal' "tim:ept-1-~es;' 
per year to:- negative avoided. cost, hydr"O 
spill .andnon-oll/gas- units at . .the ", <"., 
ma:-g!:n-. . '11ii's- 's'ec'one' 'op'ti"on- -r-'equires some 
~urt.he:- explanation, as PG&E explains: :"".-. 

"PGandE will ~nO-t: curtai.l: ·.the: .Q:-.wh-en, -:: .. :.: :.' '. 
t.hese conctit.ions::':occUr ,:' '.but-. w!J:l··· :'. ' .•. :-:: ~.,.~.,., ":-:, 
ins teaa:: :ot::er:.·' ''t.o:·conzi1::.Ue.' :purchases" ': ,: - : .. : :: -
a t a p'r1ee '·equal :to .:th.e~ -eu:rre-n.t~ ':: r'~ ~~ .. , .... ' "~ 
actual a:u:o.:td.e_d.~e.~~.:'"D ·C:~S2t:.;_~:::.The. "OF:: -:.:- : -:.:..:: .",:,.~~ 
can then tlake-:i t.s ':OW!'l,; ,'operati:ngo. .' ~-':":::':.' .. 0 '0 ~:: 
decisions;- ..PGanaE. .an<! .ra.t.e.pay.er.s. . 'o. ':' ... _ . -, 

~ 11 l:> .... d. ~-~'~ ' .. '- - '. -::P.G • 'dE "will- ".. - ".- , 
wl "'

i 
~ ,;~ ... ·~1.-~ eo· .. ~.n.,t:-. : .. ~ ~~~ .. - 1 .. '-. v'. ~ -, ~ - :-,.; 

In:. t , ...... e ,..1,/"\,/ uou!~ ..... 0. o ......... -pea'" , ~ _ _" 
period"s,' ~and'::ner:ease- 'tbe' pr1e:e- ':to' ~ - ". ,,:: : ,~ .. :" 
the other o!'!'-peak hours to a'cwcount:' '''''''''''' 
·f or :~tbe, .. !'a¢ t -.tha~ t.ne'Se- -l'ow""-oos t.. :. " . - - -:... :~--

'.- p.e·r"iods a:'"eno ~onger_ ,being averag.ed. ~ " _" . in. .. '. , . ,,- .. -" -, .. " -.. .. - . .~., - -. " 

... ",----_ .... _------_._-,--
.-, • , r' ".' .. ~. "'. ,., ..... ,' --: 

"'-" "'" ~ ~ -,-. "'" ' , ,.; .- .,...... . ...... '.,. '" 
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. "PGandE' S.· uni<tue, sys tem::., me'ans: i,t.:: -::: :' : :" ::: -:; _. 
will hav.e to, .. have maximum operati,ng .. ,., ,_ ~ '_, 
flexibili ty' in ':oh'e '. coming year's" t.o .' ... 
erficie:l':oly tlt111ze:: "the.:: a:vailab--l-e·~::::. '':- .:,' ,:" .. -." ~ 
:-esources .. , 'l'he~ ',t OOO,~hour. opt,ion,,.. . .... ", _ ~ 
h'elJ;>s provid'e' ':1:1'15- nece',s.sary· ' .. , ,,~ _ ... 

.~ :. -

,: , ......... 
.... ,r.J. 

":' fleXibility: while~ !"emaini'Il,g:,fa.i.tb.rul~· -: ..:~ ,:': ,.:,-;':.:: _, , 
to. the a,vo1,dec." .cos:t,.. framewo,rk. "SeE. ',_ _ " , .. ,,, _ , "..,_ .. '. 
and-SDGandE' are' no't' provi'dinS" t.he- .. _" .. - -'. -- . - .... . - .. 

'.:.'o'ppor'tUl:.ity· ~or: tb.-e.-: Q:F.: to-: ·remain..> ~ ':.'~.: " 
ope:o-at1onal and :-eceive actual .,. ~ 
avoided costs, but are instead ",--:> .:':-:",> :'.":, .. :,.:"':,.: 
offering annual hourly cur,tai'lme.n.t-:.2.:."::;' ", - ... ':" ::,~~ 
~-imi,ts-.. :·: PGandE..: 'd'oe:s not: .believe :::'::.'.: ,: ,:": :.': '.:' .-,-

~ "su,ch an. ap?roacb is" app:o-opri,ate __ in , . 
. i ts.cas·e;" 'and. would' object-t'o" one- ~ . -: .. -:" ::::-', " -- ... -. -
being imposed".. (PG&E's Amended :.~ --:.: ;:'.:-,:; ~ 
App11ca.tion,. EXhibit A., p,ages ..,"c-". ., _, ~ 
12). .'... -........ ~,~ .... . 

... .... . ~ .: _: :: .~ : '.>-~ ,.. ... .~.~ .. : ,.. ~:, ~: : ~ ... "" ~:' --: C :::-

... ' ..... '" '-.. ... ~ 
~.~ ... 1111\,._-- .. _. 

SDG&E' snegotii~ed:: S:t.a~d.i~~~ :o~e:,~ :.in·clu{e:S·: 'p:-:o~v:!~~ons to 
'. "", - ... "'.... . ~ .... ~ . -' .... ' ~.... ." ........... -. "... ~ -' ' ... '" . 

cur':oail QF production: for up: to: .a' _tot.a1. of- ~30o-; of:!:.-:peak-.:hou:o-s ~:o-

year whe:o-e such purchases resul"t- 'in' n;e:gati've avo{d~.d:: ·~eo:i.:i,7".: to SDG&E 
... + ..... - ............ ,' ~ ..... , 

"as such term is de!:ine.d by, ,the .. ~?UC~ (S.DG.&E'.s, ben.C1.eC1. a.ppli.cati,on, .. 
page 22)." " , ... ~.... -'. 

.", "-'-
.. " .... , ..... , ........ , i"-. 
."' ~ ..... ~, ' ... ~ 

Edison's o.ff.er cu·r·t,ails:·~th~~.QFs~ j).~~5ru·Ct:iOU'-"~O~: ,:uP~ to 300 
..... ", ." -' _... ..~ _. '~- _' _ • c-" __ • '. • •• .- ", • _.f ,," 

, ro', '" ")' ......... ',-, ~f k ,- .... "' '" 

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

" (1 ) purchases- 'wou:1d,,-r:esui 'to ~i.n: CO'S-ts.;~, '" ::: :: :~. c.:: ':~ " 
g:'ea te:' than those w!lich. "Ed:i~'On: .:woU:l:d.:':·: .• ,::::.:-: ,:' 
incur if it. ,d.id.'Uot: :p\l.~el:la:s~ ::en~gyy:tr.om: :-;':- :c:' .': 
selle:- but instea:ct-uti:li.ze-d ·.:an.e-q,ui.va·l-:en-t.", 
a:nount of enegy- ~gen~a:t-ed'~:",om another-. _ .... ~'::..: 
Edison sou:'"ce (el!l:i>b:a!S~s-:ad-d.eG }:':' .0:0-· i-:.::: ~ .. -:: .~ ;-:. : 

"(ii) the Edisoli·Elect·~£c~SVstem·d~~tid·:' ~~7:;' ,: 
" .... .... ........ '.... ..... "" - ... -' .- r -... 

would :'equ!.:'e ~tha:~ ,~E,d.'iS~~tl hyd.~~ene~gy- .o:e', ~ :. ~ " 
spillec. t.o ~e_duc.e: -gQ_ne:o-~;i:o.n ,,:,._." :C~C!~i,s.on':~.:. -::.~ 
Amendment, p.age ~c&)5' .. " ,"--:' , "'. :~.. . ~- .. - .. . 

o .... , ""' ... : .... ~. "'.' ..... ........ .~ _ _ _ • ~ _ ..... ,". ~ ' .. _ ,';, .... .. 

!n D. 82-0' -103,~ ;~~:Si~0.4~·6:ii.:,~ . ane:, ~D· .. :8:2-~12~i~2O:;~'We defined 
"negative avoided eosts1Y ' "as"a -:sit.l,.:ai1:ori·~he:--e;"'d.ue-: ~'t--O: oj=e:o-ational 

ci~cumstances~ pu:'chases f:'om QFs would result in costs g:'"eate:o- t.han 

5 !he ?hrase "gene:o-ated f:-om anot.her Edison sou:o-ce" is interp:-eted 
(by both SCE and the Com::.ission). ~o- exclude economy ene:o-gy 
pu:o-chases. Sence, it confo~ms ~~th Commission policy on this issue. 
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d :!.rectly analagous to t.he:!.r· ~erv!.ng·:- in: 'tbe role:. as 'a: lender ~ which in 

a :-eal sense they a~e '(witn: the ;at.e·~aYers"_moneY·).~ .we~:ean 
... ~ ". -:~ ... - ... ' . " .. ..... .., .... - .. ' .... -..... -, 

understand thei:- d.iseom!'ort:i!l.'t.bis.-!"ole7·.bil~ we,· .think·:'the guidelines 
a:-e clear enough they ca~: r~a~.ooa~iY· admi::d.ste:-:. :t..h~": secu:'i.ty 

'.. '. " ,," ....... ' '" " _.. .... - - - "o. . _. ,.."._ '., . 
provisions. Ul tima 'teJ.Y~7: h.oweve:-~,- we:: would.: 'Preter ~ more: c'onc~ete 
security provisions ir·l-;~vellz~t:i;n:'~PtJ;ns:·ar~::·~x.t'e~·de'~·: and we 

- '. • •• ., '" -. • "~ , ..,. ~ ",.. .... . •• _, -. "...., ~# , .... ' •••. ' 

!he negotia tedctrrt.a11ment provisi.ons· for:; Standard Offer #4 
are utili t.y speci~ic ~ "';1 tb_' 'P.G&E;.;;" P:;ovis1on·s.: 'cc>O's,istinS,:: 'Of the 

. ' _ -.. ,_ ,'L .. J ... ,", • .., ', ..... .-

following 2 options: :- .:: ':''": ,.... . ... _ -;:,:" ~ 

a) Curtailment un-del'" '~nf£gat::~e:: 'a:vbiied' c~s't~:~·: -;'::.: 
conditions and a lower ~hydro spill rate~ 
unde~~hydr,o .sl'ill~ con.cit,io.ns :with. no _ .. _ , .~ 
n"ou!'ly l'imi"t.-' -'~ "This·' o'p-:a1on- ·re·f"er~r "d.'ireet"!y·> -' ".' ,,.. 

. "tQ.: ''this:' :Commisslon:".s .de..~ uon:- ot: nega t.1'Ve~ '~:":'; ':.' ~ . ~ 
aV.o.idec. cos.ts. and .hy,dr.o spill. ., .. _. ." ,_. 
c on-c."i·ti·on's·"- . , . " .., . ".- - . "" " ..... 'I ... '" 

b):' A-ii;'it:oi;i7"/OOO' '1du:;~ ~T~'~;eal-: 'tim'e 'p~i;~i .~. 
per year to~ negative avoided cost, hyd~o 

. ~ spill ,and. non-ell/gas- units, at ... the . ',', " 
margi'%l. .. J:'h'rs" 's"ec'on'c ~opt.i·on- "r'e'qu:rr'es some 
turthe~ explana ~ion, as PG&E ex:plains: ~." .~: ~.'f·: ..: - .... ,,: .. , 

"PGandE wil!~ ·no:t: curt:a.iJ.:::.the: .QF:.when: .. , - .­
these cond"j;t:,j,:on.s:~oec.Ur, ~ :bu't- l<ti:J:l', .... -:~' -, < .• ' 
insteacr::ot!er:"to:co~uue.1)urchases : . ':.. ,- ~:':':": 
at a p:rice ',equal 'to :the: .:cu:rren.t.'.: .:.:.~ : ~:'. ~ .. ~ ~,:;: 
actual aY~i:d.e.d~_e;n~.~gy-.:.:..:..~~s:t::.;=.,:;..:Jhe: ~Cf'· ": :- ~':: ~ .. : 
can then. make~:1 t.s .:ow:n: .ope:-atng..:......:.:-:..::~...: : .... : ::- :: 
decisioDS.; "?'GancE...an<l. ,.ratepay.ers.. " .; 

~ II b '~cli'.,. . .,. ............ ~ ::P.G··dE "rlll' ... . w. .e ... n _e .... en.. ....... ·. _ an.. .,'~ ,_ .. ~ : __ '::',,' 
limit .t.b.e:~l:~O:OO bo.u:-..s.,.t'o: :ot:!.";peak. . :. : = ~. 
periods~' ·and.·incfeas~e- 'tbe p-ri:¢e' -in: - -: _ - ,,:. :::~~. 
t.he ot.her ott-peak hours t.o a£count" , .. ' ... ' .. , .. -

'-'tor :'t!te: ·~aet.:tha't., thes:e- -l¢w'..:C¢st- : ~ .. - :. - : : . :-
, ... " " .. pe:-i-cx1s.. are ,no, .longer .. bej,ng averaged .. " ",~ ... i'ri * ... - ~...,. ~ . .~ '. # -.- • • ......... ... ~ .' v -" '" ,. ......,.-.~.... 

...... -...;'" • /0, .. !'Oo( ;,," :.' .. '" :.~ ~ _,~ ." "\ .... 

"_ ........... 

". ',' 

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

.. - , ..... ... '~ :'- 36· - '":_ . ~ .. :.'. ., ..... - .:' ..... -:.' ........ -..... ' . ",' 

. ' . ., ",", 
.. 

,~ '" _) ,", ~ ''''a _~. • ,-. 
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those which the utility would incur .;i!":: i tc:1id.,~not:,make,:·such c,::" :---,------... --~ ..... ------" ....... - ---.. - ,- .... -----. ... ..-.-~ 
purcha:ses', ,out ~ instead~gene:"ated,'atl".equivalent :amo'tltlt o!,,'c,energy 

i tsel!.. We ':ci te such: a: eo:c.dition~as :being~when'::a'''baseload: or-';;!arge::-:" ~ 

oil-!ired intermediate'::load. plant..'is s-hut:-:d.own,:at::oight":d.ue';to::a:c.·~~'~~.:; 

excess o! QF eleetrieity cllt::t.hen cannot be,~restarted':and.'::broug!lt. up 
, _,... .... ~.., _ I , _ __ ,. • • , _ c ~ ' •• ~. '. _", ,...... ~ ~.' ."'" ..... ," .... A_ 

to its rated output ror' the,~:nex.t,:<!ay~s~peak'load.·;, thus':.necessitating 
... ,., -- ..... ... ... _.,.'. ~... ""~'''' . - -- - '- .. -- '~.j,,-

instead the start-up o-!'..: a': ?lant-:wi th very:h!gh gene:-at1ng-: costs 
(e.g., a gas turb~ne peake;'),~ o~'::a.;~Xpen;1ve': eme:-g~~ey~pu;eb.ase or 

'. I , '_ "-.' ~.' -. ..... ':- ',:.. ' _ ........ '... '", _ .. ' , .......... " ,_..... _ -.' ~" ..... _.' ... ~ '., L ......... ' 

capacit.y. In D.82-04-07L::be::.-Comm1ss1on eoncluded:-:~hat;:-:while 
curtailment was not~: ap:prcp~·iat.e::'tor~:hYd.ro" SP11l:condi tio~;~:a lower 

........ t :: ... ~j ........ ' '",' '-' 'J. .... .... j::" _ 

"hydro savings!', price i,s. app::-op.~iate •.. , " !be_ deCision" di.d llot y however, 
• .oJ .... ".' ••• --' :... ......, .... ~ ,.' ~ "... .", • , ._ ~ •• ' .... ... ...,.' .., _ ,_ ~ - _ < .... _.~ - __ ...... •• '-' ... ' •• 

per~i t, a,lower., price_ to ... b,e es.tablished ~ durins .. perioes_ wnen" eo-onomy. ~~ . 
... .. , ~ ". .~.. " .. ~ •.. ,"" " .. ' _..,. ... _ ... ' .. _ .-' -' _ ..... ~ ... "", •• _ +..... ., ..... _ A ..... ~. _' '- .. ,,.. ..... " ... 

energy is purehas.edor whe: a.void,ed., cost.s. are" pos1;t.i ve., ... ).n:t1ci.patecL .. 
,.' ...... _ -00 • .. ,.... • ....... ,. _ '. • ...... _ ._ M '" •• ' .... -...... .....,.. •• __ ,-,. _ _" -....... .'",. '0- ...... ..., -. ,. - - ~ • ,'.. .~ 

economy pu~cbases ~e,re, t.o" be _ a~,eragecL in ::'he., avo::'d~d" cos~<" appli.ed" !'Q:> 
.. ' ... ,~. ... • ,,"~ ........... .... _ ••• .,::. ". 001 __ .,. ._..... _ ._ ..... _ "'- ~. ~ __ •• _ •• ,. ..... __ '.... ..... Y- .... _ .. ? -- ... .. 

t.he" ellt,ire, time_ p,er,iOd.., Pro~osals~ t.o·. restrict .. tn,e,. numl:>er ... o!:_llou:"s.,. _' 
thate~~'taiim~;t .. a;d_hYd;O:';piill~~'e~lld'1~i~~'s~ ~pPly:~e;~~ d~;i~d. i;~.~ ,. -.~ 

" "'. - ..... ' ... ~.. . ,.. "".... '.' ,,. ...... -.... ....... . '..;.... '" ~ .......' ..... ..,.. .... ~ ........ -_........ ... .............. 

D.82-01-103 and. D.~2-04-011. However, in D.82-12-120 we di:-~~~~~::::,:, 
utili ties to unc1e:"'take s-:,udies whicb._ w.oulc1" be ,consid.e.:-ed. .. 1n- r-eviewi::lg "'" :.... ~ :.. _ "_.,' >. ., ' . ." __ .. ~ ... I .... :. '.... 0,' '" .... ' :. _~ ...... ~, ,. _.. ... '_ f/I. ->- .-' • ~ _ 

!ut.ur.e p:",.opo.sals,.. to .. es,tab.lis,hsucb_limi:ts • ..;_~ , .. , .. ", .. -".~ ~ __ ~~ .-; 
.' . ~ . ",' , ,..... .. '- .. ..... .-' ... , .~'. 

, --" " ~,On.lr ,PG.&E'<s~eu,~t.a:t,lme;;;·, op~io;_a') .. eon:o;,:mSrw1.t~. op,r. ~,.. '.~ : .. ,._ 
~~~r,o~lY_ d~!ine,d~ ,nega~iye ay~id~d': ~,;;~_ ~-nd~ 'bYd~O~";~!ii.~ .~,~~.di~i~;~~ ~ .. ",-, 

.' ~. .. , , .... .. _ c~ ..... ' . '._ '... • '... ....- _ -.. ~ ~ • ~ ,,-< .. _ ... • ... _. ....'........ • r'" ~ .. ,"' _ ~... .... • ..' .... ... ",,\ '" ....... ' ,-' .... 

establishe,d, for:.. S~a::ldar~~ O!!".er:,s c.ollt.rac:ts_ #,:1- alld. ~2 ... ,,_ We. a,Ckl?-owle;d.~~.~ .• : 
the~ ::lon~o'nr~:",mi~y~ ~Of: PG&'E~ 's.~ ~p;j.~~~ b) ~ ~d ~ :;h~ .. o·th~r.~ u~1ii;i,e-; ~ ~., .~ ~ __ ~ "'. 

, '.. , :. _ '" _, _ '-' _ ...... w -..' , ... ' • __ ~ L " ••• _ .,: •• _ ~. >-_-." ."_ ~ . .- ,.,. .. ' ....... , • _* ..... ~ ,..... ~ _. -~. "'-',,""' .. 

curt,ailme::l::, pr_ovisio:ls,.. ow:i::h, ,ou,r., previous,.. de,c,isions~ ... , 50weyer, w.e- .. 
. ~',.. • ........ ~ ... •. ~ _ ~.,..... .._. _ _ •• '""", ,'-.... .. ...... ~ ..... /lit..... ~~ _. " •• , .......... ~ , '" ,_. ,_+ _~.",., 

cons1d.e,~., t.hes,e" dis~.a:-1 t.ies. as ~art. of~,t.he" negotiation proe,es.s allc~ ~ _ ~ ~ 
..---.", • ,_ • " ,,~ , • \...I ~ ..... , .0·.. .... ~ , _... "' •••. _ ."' , __ ........ ~~. .... .... . _ ......... '........ ....... ,. ... ... 

int.egra,l. ~t.o~ :t:he.. ya:"'.t.ies .. ,ar:ri,:Vins.. a~,..a, negoti,at~d "package." .,We~al.e~t-. 
• , . .1 • .... .... ,' _ __ ' ... ' '. .......... ..... :. _ •• -. • .~ ;. ~ "., -- .- ~ .'. • .... , ... , , .~, .. , ... - .... ,- - -' ..... ' 

pa:"'ti~s .tha,.t. .. t.hes,e ,pr.ovisio.ns~ ...... 'ill~ .~_ re:viewe.e. and._ eval,ua tee., !,or" " _"', 
w ... ,._ _ _~ ... , ....... • ..... _ ... _ f _ ~ ..... ,_.... _." .~ ... ~ ..... ...~ ....., ... ~ ,_,' • -' . ~r ~ ... ,.. .' ... ~. • • 

p!'"o,spec,:tiy.e. ,s.tandarc!. o.!'.!ers, in, eV1Cienti,a:-y hearings ........ ~ " i _ • ,:~.~. '. ~ •• 
... ~... ... ...... , .. , _ • _. '. _ .•• ' ••• ~ ...... _ ... ~.. ..... ,. ... ,-, _.. ~" _ .... ,--", r' '" ~ .' , .... .... " ........... .J .~ ••• '" 

' .. w _ "', •. ~,. ". 

,.; .. .... -,~ 

~. - ... __ :c .......... _ '_' ~ ... ' 
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E. The "Regulat.ory-·Aotho:-itv",:Clause': ~., ::., ... : .... '-' __ "H"--'~ .'.~.­
_ - '-:Edison and :SDG&E·,·bave:. wba ta:-e.:- commonly t.e:-med. 7' "Regulatory:.:: 

Au tho!"i tyn --; cIa uses,. ~ whicb- allow: !'O!' .~ cbanging·: con tract terms ~'1!" .~: - .:<:;.:- .: 

di!"ected: oy '. a:: :-egulatory:-agency.:; '; Edison!.s reads:as...: !ollows-! ~ .',~- .;:":-._. 
-.. ';'l'bis:Contract.:sball at~all times:'be s'Q.ojeet:, ~~, ::: "-~":":~':" 

'. to" such, changes -as ,any ,regulat?r.'Y, agency _ ,_ _ _ :: ~< ',"":' _ ' 
"'~"~may"direet irJ."'tb.e" exereise-o~~'''1ts'' ' .. _;. ~'+W~.' .. ,.".., .. -. ... ~v 

,': :. jurisdiction-;,. ~ 'I!'- tbe:-e is.:any:: confli'c-t :::".- ,= "":;:.::-:: .. "~.: ~":<;.~ ~ 
,':>e:t.ween the~ p~ovisions .of t!lis ~ Con t:-act ancL ~ .. _ " .. _ 

;-'any"changes -d.i~ected.'by·'such regulatory . -'- ". -,," ...... . 
_agency,,..'" the Parties $:ball .. amend.')t.bis-:-~:->,. ': - ".-:-,~:: -:. ~ 
.Contract .. in~a.manne!"~,consis.t.ent,wi't.b,"such .. ,,. .., .,.. .. __ ," ~ . regulatory· changes." ,- '." ... - .. -.", ~ ,. , •. , ....... __ ..... . 

, •. .' ,R.. ~"'- _. ,-. ..... • -.'~ _ ,-. . .... " .~ _ .... .- .... _.-... ,,'.. ,....... _ .- . f .. " _ ....., 0.. . -.. .-,.. .......... -c" 

, Both utili ties- i:ldica ted they'-' includec. t!l'is'" cl'a'ifs'e '.'- _. - '. " 
•• _ ., ........ , ..... " •• ' ..... -r _ ."......... .... ._ _ ....... _. ~ ..., • .,...". '" 1'... ..... "',. .'. .', .... _,... j~.". _,,'..... "'" .. , ... ),.., ~ ... : .... _ .... ...... " .... 

cO:lsis-:'en t . wi th A p:-ior . Commission - directives with '- respect' to· earlie'r -, -
stanaard:: ori"'ers:" ': PG&E: indieat'ed:3. t:"was: W11ii;:g 't.~ :d;OP': Shisciau-se~":-' 
because': ft." seettS:: i ;'compa ~i '01 e ~i th' a~ 'io:lg-~erm; f'o;'e'6as't:: Sase:d:: an~::: :: :': 
oinding: co'otrac:: -;'~ particu'ia~iy "i!":'tbis:; 'Commi~Sio%{ '~iea:-'iy;: inten~s:'" t.O:~ :' 
allow~ util!. £y: cost~ recovery:: !'o!-·: p!-1ce;s' ?aid: 'under:: siandard."o'tte'r ~ ,,':~ -: 
contract.s·~" ~ ~ , .'~ '::- - - ~. < - :-:':: ,": ","/ ',,: :.' - - -- . -;, . ,::: :: ~.: :.:' - ' ~ -::': . r:: 

,~ In':: view':' o~' our hold!.:liS" tha. t: con·~:.a:c~s e~';~;'e~:: ~no~r:; ': ..:: ~ .. -- '­
St.andarci O~!"e:- #4 will nct be·;;,suSJect.; :t'o ;e'~'r~a'~;i v~: C:~l~tig~:;' b;';ei"o-~~ -, .. 
prospeetiv~: d~veiopme;t's: in t:"e:'c'Onti;~i;g~ ;:~g'a:' or' ;;'i'~£n'i~F power, 

~. _ .... ................. . .. ,... ..... ,~ ~., ~; ... _ -... _."j ............. ' '.~ · .. _.~e ... '''''' _ ., ............... ' _ ......... , -.' -.,..""'''''''- ~~ 

we think"" th'e regulatory' at:.t.h·or'!.tY'clause- sh'ould" ~e'·d·eret·e'd·.'· . In-' o'the':f' 
,_ ~ r., ' ............ : ~ ~., . ., ..... ., ~~ .... ,... .-.. - ... _. - .... . .,.. ... ~ r" .. ..... ~ .... __ .~ ..... _ " _ ,-:. ""'-' ~ _ ,-:-', ,..,' .... ... • ,,-' , ••• "", ..... .' 

words'," the 'quid pro- quo" fo:- g!. v!:ng'OFs eertain'ty' wi·t.h- re·spe'c't·' t'o- a~l--
~ ........ __ I'" _ ... _ ...... "_" ____ ' .. ___ ~ ..... _;:.r "' . .-_ .~""'. __ ... _""",,-,,,",,,'-_ , __ 

cont:"act t'erms, - and' elimina'tin'g th·ere'gulat.orYauth'or~:t·y- c'lau's'e"'"is"" W 

. •. .... ....... ' ' • - :.: "1 __ , - •. , ......... (' ,Ho -, ~ ... • .... ., ~., ".... r- .- -.... '~""., .... _._ '~F:' .... - -- _ ._ .... - ..... _ ' ;. " .... - • , ,"" 

tha t OFs ' tll3.Y' ~'ot !"re'ely' switch- tOo' othe!"~ cont:!"ac't:s¥ ·la't.e':,,~ -, un't'!r 'tn'ei'r-
~ _ .. ...... .,... ~ ........ _"" _ ." ........ .1..... ."1.,..... ~,....." .• -..... .' ". _ " _ : ........ '. -, ,', • ..., .~........ 4"0" ' ..... "~ •• ~ - ~ .'"" 

cont:"a'c·t -::e'rm' 1's UP',' i'!" subSeq-ueot> eO::l:tracts' or- "te·:-:n.s--a1>)>e'a:r" mo!"e-" ... -
!'3.v·o~aoi·e. - 'Th-us;'~: we' a:r:i r.~e'ailf exchan-iin'g':"ce'~tairi~';r~':Oi\'c:on~t~;dt":'?"7_-:':' 
sanct.:l'tY: !"or~ 6:ertaint:y o!,,'comIni-t:len t'::, -a:il~: given.' :o"u:.':-"eaITi:-'miti;;'i:l:: :;" :' ,.~ 
that cost :"ecove:"y'",~ll--: "be" aIiow'ed~' 'u't'ilit:ies": 'i;~: air iia:ri'da:;'i :;ffe-:; - :: 
power pu:"chase cont.:-acts, we think this is only fai:-. QFs contend 
that ~th the ~egulatory autho~ity clauses in the cont:-acts of Eciison 

a~d SDG&E the:-e will be insu~mountable hesitation oy lenders because of 



A.82-0~-~4 et al. ALJ/~r/jn. .. . 
, , • 1 .' '-"~ .. - ,," ~ ,,-.' ... - .:~ - . " . 

unee!'"tainty. In. ordering tb-eelau..sez removeG-wer-eeogn!z.e: .t.ha:t.~ .we:.. . 

eanno.t. o.rder re:t.roae·:tiye .. cha::1g.-es: to-.1.Xlterim.,Sta.nda~~ .Of.!er':1t4.::.:.: _, .. __ 

contractS.J)U:'h- given" :the.: r.e-s.t'l"'i.c.tiQ-'C.s>p'laeed on' th.e,' use'. and,:.": -: '_'~ ': -: ': 
availabili ty.·o-f: thi$:' negotiated-' .s:tanC.:r-d..:O'ff.e~, we::are:- wirl:l.:ing. :t.o:·~ :::,' 
eomm.i~ to, :.tha t: loss .in:- fl-exib11ity •. : .::~ :.~ ~ :." ~ ::.:.~ ,.,. ,',: 
F .~', " SD_G&E' s~~ ,f~r_e.eas .. t o~,~. Marginal:, En-ergy-:~: ~.:: ~ -.: : . ";.. "": ',~ ... : .. I ...... ~ ,~, - ": .,~, '~ •• 

Production Costs and Updat1ns Forecasts .....-.., .. ~ .. . ._,.' 
.... ,.~..... .... - -. ......... -", 

·SD.G&E: r-e<:tuests; that. i:t$1 5~year·- to!'"ecas.tor,'ma!'"gi.!lal.en-ergy· 
an<1 'product-ion- co:s,ts an.d its.: ,eor"reS:P:O.n~ing;1.nc·:":ementaJ:.: energy. ~ate' .~-: 
a vaila~le. to:: pri:e.e; .QFpower unde.!'", .this: standa....""d ·ofrer.\ for-- a· maXimum ... ' ". 
of' six mOIlths arter filing its amendec!. ,apJ>lioat.i-on~.wl:lich:- .wa~.:: N.le<J,c:'~:l: 

July 1', 1983 (SDG&E's ~ended ap?lication~ pages 5, 9 an~ 12). 
Near the conclusion o~ the negotiating con~e!'"ence there was 

C!isagree~ent about the energy rate forecast SDG&E woulc! use in 
connection with its standarc! offer. Ul~imately, SDG&E filed the 
forecast most parties thought was agreed to. !t did this, according 
to, its amended application, in the sl'ir1t of coop~rat.ion; how,ever, it 
indicates its most current forecast is lower (SDG&E's amended 
application, pages 5-6). ?!'"oposing the consensus agreed upon 
forecast, one SDG&E preparec! 1::1 ~~rch 1983, out r-equesting a maximu: 
six month period for its availaoili~y f'or QF contracts, was 
done,according to SDG&E, at ALJ Alderso::1's suggestion. Our ALJ 
offered that suggested comp'romise as a means of avoieing what seemed 
to be a looming and substantial impasse. 

We believe the substance of our ALJ's suggestion has 
~erit. However, rather than impose a harc! and fixed time cap for use 
or SDG&E's filed forecast, we will direct that it be appliee to 
Standre! Offer #4 until further orc1er; ane! one of the first issues we 
want consiciered at the evidentiary hearings, for e~ditious 
consideration and decision, is the reasonableness of SDG&E's 
forecast, particularly vis-a-vis the level of Edison's and PG&E's. 
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This app:-oaeh:'-~ is-: ~re!erre:c- 'eeeatlse' we- ,d.:o not want: -t'o:' S'e:t i-nt¢~the- -:' ~ 
situation- of'" having~ a,· ~iat.us-,· wh-e:-e:p:-iees: 1:>as-e~.: on,-SDG"&"E"'$\~1.e:a::::-:-,;: 

ro:-ecast hav.e lapsec.~~ an~ a --forecast.-to: 're]'>l'ace~:i t" has"; not': been.: ,: '": .:':: ::, 
approve~ ." Our, sol'Ution reasona,!)ly-~- a-c!,dre~' SG&E' s~ ,coneern •. .:: ,: ;-- _ ,: ':;" 

We are not prepared today. ''toO- a.Q'dr~s·: th-er'e'la t:ed': ~u:estl~ -: 
of the freQuency or updating tbe'; 1"o~eca$t,s::'of" a:lll.1t.i1.'i't:1e~~· atiC:~the.-:~ 
proeed,1.:ral rorum or vehicl~: !dr-;;;dat'i-rig:.:::.2:Thci:s~a;..~:::1-i~~,:" :.~ 
hoW'ev:e-r,-: t.hat .... are': deserving' o't a'l~l:~ parties':--at-t:.eot:1:on-- dur!og 

hearings .,_., ''The f.oreeasts: und"erlying:: pr'iees:: ;in 'interim: Sta:o<fa'r<f-'Or-rer~ : 
m~ ,~: f'-or-': tbe~ res'pec-t!ve ut.111,t-ies: shal'l'·,.::1-n 'th-e:' meant.ime~,-; o:e: us-cifas:-: -, 
A~""'e'~.. II', 0( - ·th - of' 11 '1 . A" Ioi"':. "t.eloi, ... n' e" 0; -ow ng-orloi-er.-

- , ~ 

.~ ........ ., .... ...... , 
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V!!.,,, FORECAS'rED,.!NCREMEN!AL, .ENERG.Y;- :: 
- - - RA'!'E-PAYMEN'l'-S' (OPTIOl\ n3'Y' ,,-,-

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

- " ' capa¢1,~y ~ay:ll.ent.s -under this option are.. t.he .same.. as those .. ' 
• • • .~ '. '" • ." _ • _. ~ u. '". -Ho. > ..... _, .... '. L .. •• • •• '. '-.'" .' _ _ •• • .... • 

d.e~crioec1 tor Option #1 and. 4,2 (as d.is~u~se~)~ _ ,H0W'~Y~,r:,: t~~.: ~?~~.gy~ "';', 
prices under._this ~opt.ion. ar-eoased .on( 1), a· !er-ecast-- ,¢f~,t.he· 

......... 4." ...... • .,' .... ~ __ , ..... __ ,". .... • ,. • _,.. .• ' ... • • ~ _ ... 

utilities-f . .incremental·, en-ergy..rat.e3- ~,. (2). actual ,u..t.ility ,eos~,,t.or. 
• _. .......... •• J • ,. ~ _ +- , ....... \... ....: .",. _ .... , ... ____ ...... '." ,_ 

in.cremental- ·!-uel.'!'he ine!""eme:J,:t.al. energy ra.t.e has. ;l:>een. .. re.!.erree,,.t.o...--
• + _ _ • ,"'~. .'" ... •• ..... ... • _, • J. ,_ ,_..., _ ... .... _ N -... _ " • ,_ '__. ... _ ....... 

by s~m~. ;Par t1:es.as- ~t.~~: ~r:i:vec -a:nd/or:;iD~reme~l, ,h.e;a:t .ra.~~:c,,, !I':!lieh: .i.~ 
incorrect- .. 'Xb.e. i,ncreme!l-~al.'energy. rat.e- .is, aeri-ved-.:Crom'. marginaL, -:-'::'~ 

" ............ ,,"'~. ... .... ~ •• _._ ~ .,: -'" +. .. ,. '- ." -, -"' -. '" ~ , ... -- ... .... '. 

eoergy· cost t.orec3.$t.s t.aken trom- ut.ili-ties.' p,roc1u-et.1.on.s.1mulation ... ·~-
• • c' r.. ~.~ " ' .... ." • r • '. ~ •• ' ... • • '.. ., w _ .... 

moaels.;... these moaels include estimates. o! -the~ cost.s.. ~- ,allp·ro-je,ct.-e<l..-... - ~ --. '. ... -, .. .;.- '" " ... -. .... " .... -.. _..... " - '" - " "--'. ...... . '. "" '"" - .... . ... 

resources. at .. t.he" ma!"gin...-o.ver the ,t,.erch.·ot. t.h-e. ,torecas.t--....(e..,g.,.~15., ~ .. 
." .. ~ ~ ~ .. " • ,., .. .••. " 'p'" ___ ".... ...... ,'t.. tu ~ •• • ,,,., , 

year,s). '. -Onee,,.:'l.lemarsinal.energy .. cost. . .ter'ecasz,. is. ,mad.e~).s: .,t,h,ep ':. '~ 
.. ,. ~ ... fO- -,'T .' _ r ". .. ~~ .. ~., .. , .••• , • '" _ _..... .'. ... '. • 'W.. .. ~ .. 

analyz.ed t.o .det.ermine. the .primary !ueL-t'or the ·:-esource, .most·, - ", 
. . _ ...... ....... ~ ___ .. ,_. _ '. ~. ~., .. "." " .,' ' . '~ ...'r . . ...... 'oJ -', _ .'. , .... 

!req.uently. ,at the .marg.!..n, .which.. has... .t.urned,. out. ,thus.. :ar~.t.o .be oil- .o.r ... .,...,. . ... - ~ .. " - - - ... ~ ,_ .... ~. .. ~ --.. _.. ... ... _<"..... _...... '''''..... . ... _. ',:, '-. " ..... "u'~" 

gas.. ., .,The .. over.all- ·annual. ::arg1.nal .. ene:-gycos-:... is.:then..ci v!.de.d .by. .the. 
• .. • "' _ < ... ... ... _ .~_ _'c.,._.. '_. ~_" .. " . .... _'" __ .. .... ..... , _.. .... ~ 'of 

proje.cted. !.neremen.tal, tu~l, cos..t, for" that.. period- to., pro.d.uoe., .f.or"any.~-. '-,.. - ....~ ... .~ .. ", ' ." - -." ,. -- .~ '.' ...'.' ~, - '.' ......... ............ ~... ~ ........ '.... .. . -
gi.ven ~year·,.. a, ~orecas~o.t the-. i:l.er.emen:t.al ,eIlergy- rate~~C-w~ch--1.s.,- ,_,_ - -

. ..... .... .. ~. ,,, ., . ... ., • .. ,. ' ... "....... • "c.. .... ." _.... .• '.. "- ......... _ ~_!'~ ••. ~ ,.' '.' "_~. ~., 

expressed.. -in Btus/kWh). ': While. ~tb.is. is. similar to ,how .hea.trates..,are . 
• " ~ •• . • • ... ... , .. , '" ...... I ,...... • j -... •• ... ..,. _ _ •••• ...... _·v..r .. ... . • __ • '. " 

e.xp res sec!.,,, a.s.'deriv.ed...it. d~ o~ .!"e!'leet.. a sy.st.em.~inereme.nt.al ·heat.:.,.~ 
• _.-". -,., •• , • • ,r' •••• _ ,'._, ~ • .., ..... ~ •••• , ._. _.'. __ .. _ ........ _ ' ... ~ .... --' •• 

rat..e, .because -i·t., is, derived -by, .only~ one. tuel/resource· .. a.nd. net, a· -', " -
.... " •••• J " • .... ." • ~ '. 'W ., _# • • ~ ... _, ' ...... _ -<' _. '.'~ , ... ..,.. .. "J .~ _. _..', u.+ " .. 

weight.i.ng .. O!:. all.resouree.s ,th.at may aj)p.ear- ,at.':the-.lnargin . ..at.-~imes-_ \-.~ 
. . ... .... '" ,. ... _... ... ........, .e.' ..... '-. ....... ., '." _.... ~', t ' ..... ', ..... _.. e'. _.... ' ..... , .. , _." __ ..., ,'.-' 

over the forecast period. For con~~e!leyamo!lg, ,utl.lities.,..and. to. - . -
• .. •• < • • • •• r ....... _,,,,c ,pi '- , ~, ........... ' .. •• 1,,", ,_.. "......... 

avoi~ _pro,longing _con!'usion.,. ... this.paymen.t -option. ..shall, be·, .re-!'errec to 
... .' ........ ' ~ ., _ • ~ ....... ....,.... .........., ._ ... -.0. ... _.. ... ,_ ,.... • • ' , ..... ...' ........ 

as.t.he. -".increm.ental -energy· rate"- .o.p-tion.., and :their .eon.t-raet· 'te!'ms.,...a:nd. 
- ,_ ., of ...... '" - - ,- ......... ~ , ..... _ --.. • ..,.. ....., '~ ... -. _ ,. , , ... ....... ... .. .... • ............ , .. 

language s~l 'o~ .~e:nded.3:ce.or"d::~gl!~~-~, ;':.:.. : ~ "; ~" '": _:.. :: "': .::~ .~ _:): : .. ;:: :. ~ 
- ~ Assuming oil· 0-:-· gas genera..t.io:l. ,is. the. marg~Ilal,.... - .' .. ~.- ~ ..... 

~ '.' .. - .... . ~ _.. .. , ." ,,", . . - - - ..- '" - _....,1 ','~ 

i ncr-emen tal, swing. generation. source y incremen.tal,ene.r.gy co,s·t..s., f.o.r " .' 
# ••• 0- ., _ ' •• ' _ ... _ .; ,... ....' .... , _.. ,...... __ '. ..., _ ..... "'._ ... ,. _'"" 

u t11i ties are the j>rO<1u.et . o~.:.he ineremen.tal. "ene:-.gy~ rat.e.. and.· t.he, 
. .... ... '_"" . _ ....... ,-' _ '"' _", ...... 'Y' -... ..' _ .. -.... _ "\ 

priee paid for oil or gas. !his p~iciDg !'o:-mula and. payment streao 

is most sought by oil and gas cogenerators, as ~hile the !oreeasted. 
utility incremental energy rate is tixed, ":.he cos~o'r!u'erwn~e--'" 
actua!j:-:and., 6t ,courSe,":'i!' -t.h:e cos-t" .o.r- -u:::ilf.:'y"'on: a:nd::n:atu'r-al; :gas . 
r-ises ori~l);s: ~tb.e:;eid~: d.i;:e~i; ':do;;'ela:t:i:'O; idr: th~~ -o.F;':;:' -':~::: -'~ .:; -.;::::: 

" '... ... • , • -- -I' ... '.,' _ .......... " ...... -

.. . .. 
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• ,._ A,' __ " ...... " 

cQ:"':"'e:spond1ng CQsts.. PG&E- likes-' ,th.i:s>pa~n-t~ :-opii:o.n~ ~~cause 1 t 
thinks the:"'e is less like'!!hQ;o,"':ove=r:;'~e~' thkn~a'ym~ents to QFs will 

devia~~ !'!"'om 'actual," reali::ee= Utili'-eY ~avofded: cos'ti' (?G&E~"s;~ended 
a?plicat.ion~: Exhibi t~ E, ?a:ge'~~):' -' "' " . -::~ " ':: ,::::< _.' '; .,':: - ~:,~ :; 

Under'PG&~!$;~~,t1on, #36:tne-QF~ vi 1'1', be-j)a::re a; 'monthl,)-" r ',,~ ~ 

in"crement'ar: energy .rate;..:. ba-sed,'on' a·ft:d.:e:"'i"vecP'~ :inere~ta-'l": 'bea=t- ~:; ~ 

forecast- 'a?~ 'tb'e'actualj):---f"ce':'of ma:'gina-:r !'lie'l': (i:~ .. ,. n~ur-al: 'gas"~o:r~ :. 
oi·l r.: 'Bowever, there- ai""e' 'revi'sion~sforma:k!ng: ad"juS'tmen:ts:" 'sb¢ti'l~'; ':: 

PG&E' s:' actual~ in~reme:l'ta'1ene!"'~ra ie-: ~e-it"f~' -1':-;om:"'~he-: ?rO:-j eC't~-on.'" :::~ .: 
The Q:\-'Wh-en- the": eon:t:ract.: is;si'gned:;~ cari-: erect::a"s;e:"'!'~s":::O!" :annua·r:·~:;,,:-' 
'ban'cF 'wi'dtns ,: eX?-t-es'sed: 1.:{ ',,:005: O:{<Stu-/kWn,~' ~n£ch2 a~' e<roa1'J..v: :aw-"l-1::ee~:: .. . 
above anc· bel-ow tb'e:"U~-::1tyT--S t()recas~o'!' !~ereQen:tal-:: eD.~eiri'ira:t~s;~::::';'~ 

The lowe~band serves~ a~'.·a:~roor',· aud>tne' uppe~:can-d 'a:,:-ce{!:i~g.· ~ ).-:."/ 
the end o!~ each yea~ P'G&E" C1e-;~Jti:nes'!ts~aetua:r ?,r!;ce~ "ei! =-ofl? arid; '.:~, .:~, 
na:~ur-al'~ ga~ ~O:"'· its: '!'0:3si:l: !uer'ge:ie-fat1~g ;>la~s:ane: :Cii ii-:-des- ~l:i'i.:s·. N'~ 
we-ightedeoS-t -in~o '<;hEi·energy?aYment.3 :made"tO" 'i'he;:QF~ 'oV~!':t,he::Ye~~""; 
'l'he:iooeslilt.o·!'·ib£s' ea:lciil1ition is: th; ti'i{-litYT·s: ftactual"::(a:ed;;ed')~ :,'~':­
inc:"'emen-t.al;energy' rati'.~·· 'I=r -the:'a:ctuaJ: e~~vea ':heatY·ra:.e~ !a~~6:r- :-':o'-i-:; 
t.he' year:' '1's ;beloW' "-;he: ~ereeted'lowe~ 'band,: 'PG&E -Wiil' 'ma-k~ a~ ~'on-e~~'1m~;': .', 
paymerit 'sO:'theOF" ·re:~ves th'e- 'value :~. thilowe~~~an"c!-' :!'Cir-' ~·hat~ :iea-::-~' 
i !' it t'all:S ': etc'ove ihEiUPPe!"'lir:i t: of'the <cand -tbe: OF: ma:kes~ :.a<s11ll:1:1ar.~ ~ 
one-t!me: :paY'ment:· 'to' PG&Ef '!'!'na11y, i!~ f::·,·fs .... "i~b{li :~ne- <fim1-ts=,·-of'the .... 
band.:,. no': j)aym:ent· ad.jus:tmei:~is··ma·d~:..::~':: ,~ ,..,:- ",' ': ',,":::< -,,:: .~, ,"-

""'~ . Ot'be-r:: than the:~eci~ics-: d.~esC'!"-i't>e<!.': 'a~ove-:':: ~h:e'·'c:oriS;ac~ ; ,.-' 
te:.mz: -~ .. o:-:' op~ion' ~'ff1 ··a-P?'lYt.o ~hi~ :-o~iOn;'" '!llu-s-;~·t~:::so:p:t:!"On": ;eori-t~ii:i:S' 

no discQunts, requires no securi'iy- 'and; ::Wll1leprobably most·::: ~ .. -'-: ::A'; -

at t.racti ve t() 'oi'l'and.' gas' cO'gen'era'to:rs;~ :i.'s ~av'a1.iab-"le.; :to:: ;,a:l~ OF 
t eClloolo-gi ~'. OD~ee o;he :!oreeast ~as:e'd' ~a#erit ""sire-am: ,erids,. ~h'e-: '~Q:' "': :; :~ . .: 
will r-e'eeive' the"then': cur-r-ent·a:vo:rcfe~e::lergy ·P;r'1:ee~S7 •. ' .':;: ": -~ '::":';:':' - - - ~ 

.~ '. ," . - .. ~_ ...... , T 

• .".... ,~. • 0' 

- -... " ' ..... . 
.... '. "".:'" ... -

.. _- "" .. '"" 
6 

Al thO:ugh: ::>G&E;',s amende.<i: ~aj>j).li:c:a t.19:n~ calls, _thiS; -Op:t;i~n: 4~l.+:,~ ~!'or: .. _:: -: ,~ 
consis't.ency with t.he othe:"' ut.ili ~y filings, and since PG&E' s 
designated Op-t.i'otl 13' is 'not "app-:..:ov"e::f bY. t'h±s decis:i"on,: we- -i~er ~'o:'·" 
this energy payment Option as ~3. . 
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,PG&E:proposes. the-:one~time:a:lnual:rec~nciliat:ton'"':':": ,:~:< -: ,. ~ 

adjuztment, ~while.-Ediso:l would, s:i.mply ,comput.e--:the price~'and ::any,,_ :: 

ad.justment monthly. PG&E:-explains<why "i t' . .:nas ad.ifferent. approacb,~as-: 
follows: ~~. ' . 

. "PGandE~s.~ heat.,:" rate· opt:i.on :-di!'fers from ,,:SCE~s '~:- ~~: "_~-b- .' ',:::,' 
in that it contains a single value per year, 

'rat.her; t.ha:l'~ one;';fo:-' each: cos~ing ;>er:iodisand':':"--:: -;: s''':':; -.: :-.:":., 
i t_~app11e'S annually crather than monthly "-;',' . ,~: ..:::<~ . ;.:' '.:: ~ 
PGandE 'celieves~that these d.ifferences. .. 

" reflec't, 1lt11ity-specific-:d!!re~enees-ani!~": :~,::~~: .. :.:..: ~.:::;:~ .:: '" ,:.: 
"' tha t...: i:t 'Would._~ be. 1na:P:Pro;pr-1ate _~ to- require ~ :: ~ _ .:: '. :: '.: ::'7:(' 

PGandE to adopt SCE's appr-oach.. ____ '. __ .~ ",_ , __ " 
~ Spec1rica.lly-~.' tb.ere~· appea!-s" to be~ an .:~ .., _ .. -'~ - -- .: "" 
': asymmetry· across: months for~ HFRz on,.' PGandE:':s :'~ ~ .:,~, .-:: - ': .:'.: .~-~' 
_ ,system ... F?r.,~t;lst~nc~7.,a~ typical y~ar ~ould_ .. __ 

see 2"" or' 3"'months' (in-the"sj):--ing)-'well' 'celow"-', -- - .:,::::~)"::",:':':,, 
the annual fixed ERF, a:ld. the :"e:ai'lli'llg 9 0:" • ::~.; .'::':'~ 
'0 months n.ea:" 0:" slightly above it. ,Given 

.. -. .. a'; :Oan'O:~~ the ~'~o'pe':--: wid.th> this:': c'o~ld.·: -':': -'." 
t-rigge:" payments" .:eo-:. the,-' Q.F ~ ·in: the: spring", _:> .. "': . w.' ':, 'A' "; _. :: : ': 

W'1.th no compensating payments the :"es,t .. of . . , _ 
': .. the~ yea'~~-' PGa:i:ldE': c'oultr"d'evelop':: a monthlY''::::; :: ~ -:''':':::: ,:: -:::.:." ~: :: 
.. mee:ha-nism: su.ch as.~SCE.! s; ,-. bow,ey~r...,·: we.,.be-liev.e: :' .:. :. ~ .::.,:~) ': ',' '.:': : 

that a) it would be untlecessarily eom?l~.x, . 
, ~. '0--): PGa'ndE"s: structure~: *ovid.e:s~'stt!'ff'cien:t . :::: ": .- '. ',. ,:'~: ':: :': ,::; 

.~ '. ". p,:,,·1eing: ee:ot..ainty; f-o:" QFs)o: and~c:) .f~;the,r:,< .. - .... " .. _'-:,":,:':: .' 
analysis would. be required, and lower RRF 
(sic] values would likely result." (PG&~'s 
amended aj)plication, Exhibit A page ~). 
We recognize the benefits o~ having oil and gas 

eogenerato:"s on the system .to d.isplace the utilities' inc!"emental oil 
and gas gene:oation units, but only to the extent that: 1) 

coge'lle:"ation :--esults in a more etticietlt use of fossil fuels (i.e., 

the cogetlerato:--'s actual incremental etlergy rate is lowe:-- than the 

utility'S) and, 2) california's resource base, no matter how well it 
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can be diversiriedr:lay~:"equire::some-o::l;'and·~,gas·:'gene!"at:t6n;"units to e 
meet aemana;" ,-;We':a:"e conce-rned.";::however, ::.t.hat th1s.::ene:-gy;"paymetlt::::: >:: 

option could,: over': time ; prov1de'·:inc.entives c to<o'1l and:-·gas~:: :~.::::~:.. '.:' 
cogenerators that are not commensurate with the '!:>enefits desc:-1oed~': :': 
a'!:>ove. Whereas O:;;t1ons:#'j and:#2:pla6e~tbe~'entire-:risk':that' a QF's . : ~. " .. "... -~ :~.:: "~' ... ~ '~.. -' ...... ..:.'~ ,": -:. ,- .. ,".: ."::': ::::. -:,-~ :::- ~~..:: 

actual produetion.eostsmay oe,higb.er,..than+our-:projections_~of avoided 
" ,~ ..... - _. , ...... - ~ • _. ~ 'T' , • • ..... • 

costs, ~tion #3 removes:' the risk assoc1at.ed, with ruel;'pr1ce 
•• ,.r- "... ~ ~ .\".' ~ ,.... ..., ,', -.... ... ,"" .. ' . ,: •• __ ~, '. ;" .... ,,: ........ " ~ 4-. 

variabili ty rrom fossil,:,!'uel,. cogenerat.o:"s:'~ ~ Instead ~ -ra tepayers are '. " .". -"'" . ... - - . ...,.. - -. '-' "" _. .~ ..... -- -,.,.. "- ..... -... , 

exposed to all of the-fuel-priee;:varia~1ons.1:w~icb:-;'ean':' t>e:very 
..... -: ,'. ": """: .:~ ~~ :-: ,'~ ,,:~. -~ .-~' ~ :- .' ~): :..~ ,~. :~ ." ~. : .... 

significant tor oil and gas.- E'urtb.ermore., ... providing... a-, batld~,a:"ounc! 
_ .... , _. - .... "'c .. , " - ~ -___ c _ ..... " __ .,," ~. '...,II 

tbe ineremental energy: :-ate toreeast rUtigatesC:'s¢m~':'o-f':'the~,potential 
etficienty '!:>enefi ~!(;ha ~.: oil": ~;d: gas:, e6g;~~~t.';:"s ~.~an .. a:d~i:-t"O: tb.e ,--- " ---" .... "" ........ ....- ., .. - ,,'. .~' ... 

systext. . :, : .. : :;. " ~ 

.'~ .... .,. -" " . .-- .... -."... _ ... ,"....,. ", ...... ,. -........ .-., .. 
!.be issue' of" the,: utilii tes'!'~ !o:-e,caSto~-; inc:-eme,:~al energy 

• " ............. , .. ,., •• - f. ". L ___ , ... 'e ", .. . v ..... _. ,., _ 

rates was not resolyed: at.~' the~ negotiating: con,terence t.¢.~~:th'e: 
"; -+""~"" ~, ... '" ................... -. ... - , ... : .. , ..... ,' ..... ,.- ......... -- .... ..., .... -~, 

satistaction ot som.e~ QFs~.:, At',~ the:;,prehearing. c'o,n!'ere:,.ce;r'QFS: in.dicated 
.- •• ••• "' ••• " A .. ,. _, .... _" ... "". .' 'V 

they tound Edison"s·:N.lec·' f'ore'ea'st:: acce:Pta:~·l~':-.' wllil:e; ?G&v's:'-: and 
: ...,. .... ,& ,,", '.' ""., -'. ,~,'" 1""', _ ..... -. .',"" <. . ... '." .. - ...... ,... "" 

SDG&E T S were not. ':OFs~~~~qU~.s~:,.~,~ ,r~p'e;" :tb.e~,,=;~Sotia~i~'eon!"erence 
to pu:"sue what, !'rom'· tneir per-speetive,-:would:-:'t>e-~"a":'''l)e.t--:.er''''=' foreeast 

, < • ..... ·~·i·.:'~.~" ::"',. ':':"'-':':"~":"- .: .~_,~'"~.'' ... ''' .',~:;·,:,uf:.,.""":.;.~· 
,+- ,~,"" . .,. 

..,' ,_.-' ." ~~ • • I " '"".... . ...... ,. .' ,,, .. , .' ..... - ... ",,, "" .... ..... " " '/ __ ';,...: ";~ T 

" , 
.... -"'_ .... ' ....... ": ':\ ~:. "... . 

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

. ........ " . • ", 'to "" ~ • 
,'''" .... ' ..... - --'" ..... 
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. '", PG&E,; proposes,' the -·one~t1me ': a!'lnual:: rec~neilia tion ~.':, .:, 
aajustment ~,'~while"EdisOll wouJ:d. simply -:.compute. t.he pricei:and :any -, -

~ ~. 

adjustme!'lt. mon,thly. . PG&E:explain~-: why~:i t··b.a~ a di!"!'erent. approaeh .;as(: 
follow",.:" ,~, .~ _:: , ,; _ ' 

-.-1 " ... _ ., .• "" (.~ .::~ '.~. r 

~PGand.E~$-heat:rate~oPtion=dirfers from-SCE~s :~~~~~; 
, in that it cO!'ltains a single value per year, 
"rather;than"one";!'o:-.,'each cos£ing ?eriod'::::and':'::'-::'':'':-;:: --,'''-~' 
it .. applies annuallY.:r,athe:- ~han monthly.:-:",~ '. .--::"':'-:::,.v ...• 
PGandE believes. that these d1!'ferences , 

- ' .. reflect o.t.ilitj-spe6!ric·~d:::!'rerences-anc:~:: ~: .... r: ".>:,':: __ :,' _",;'; 

,~t-ha:t--:::'!:t, would:-:'be,ina~p~opriate~,to_require: "- ... ~~'": ,:,~ ::.;::::,::(., 
, PGandE to adopt seE's app:-oach. __ ". ~ __ ~ ._. '. ~_ 

- - Specifically',: there'~'ap:pears'" to oe'~a!i .: :-:. ~ - ~ ... .'- ~ -,-': .. 
- . -' : asymmetry ,across:mon:th~ ro~;;HFR'Z ol'l"PGaodE:'s ~ ;,::-:.::: "~:";,':~ ,.:; 

syst~m. Fo:- ins-:.ance 7 a typical year eould .' . '. 
'see ~or-:~'months': (in'-t.he·sP:-ing),·well: ~elow-:'-":; ,::.":')":: ... : ,',' 
the annual fixe~ HRF, an~ -:.he :-ex:a.ining 9 0:- . :::':.:: :;.: '.: 
10 months n,ea:- 0:- slightly above i -:.. ,Given 

. a': 'ba!ie:-o!'~ the ?':--op'e-:-:; w:.dt.b~': this::" co~::lG' :: 
t.-r1gge:" paym.ents,:: ,t~ :the,~ ~F::: itl:~ tb.~: spritlg·" _ :: : _,~ 
w1~,b. no compensating payments the :-es,t, of 

... ,. t.he- y·ear-<·;'~·· PG~lncE': e·oulo.:·"~develo~'-"a monthly~'~ ,': '. - ~::' ~ ::' .~'.r-:"--: 
mee:h.a~-!Sl:l: Sou,cb. as--: .S:CE! s;.:: b~w:e:v.e,r:,.: w~,.> be-lieve:: "' :::: ::.~:.. .:;': "j:, ,'::~ 
that a) it would be unnecessarily compl.ex, _ ,. ' ~ ~ ~ 
.~} PGand£·f s- :strueture--provid'es': s'tl'f'fieie:rt ~ ::., - , .. ' ': ": ' ..... ,~ 
p'!'icing: ce:-tainty;. !'pr QFsy a%l~,,: .~) ,f'~~-:'he,r: ": -~ . _ : _:''': _ :..:::"::..:­
analysis would Oe :-equi:-ed, and lowe:- ERF 
(sic] values would likely :-esult.~ (PG&E's 
amended application, EXhibit A page 4). 
We :-ecognize the oene!'its of having oil and gas 

cogenerato:-s on the system .-:'0 ~isplace the utili-:.ies' incremental oil 
and gas genera-:.ion units, but only to the extent that: j) 

cogene~a:ion :-esul:s in a mo:-e efficient use of' fossil fuels (i.e., 
the cogene:-ato:-'s actual inc:-ecental ene~gy :-ate is lowe:- than the 

utility'S) and, 2) Califo~nia's :-esource base, no matte:- how well it 

.. - ,44 .-
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e ~rom PG&E and .SDG&E._ ... So,., .a~ .. ,thisjun.ct.ure, "we ,·see'·o.ut::"c1loices .... it.h 
,~ w. .. .. A _ •• • , •• ~ '", .'."" ~ ,~~ .~ • ... '.. ~.. • __.. ... _ ,. 

respect; ,t.:o·payme.n-;. :q~t.~o.n. :.~:3-,~o~:::?eing ~t.n.e.. f:~l~O~i_~g::, _ ~ 1).;~ ~~ :;ap'p::',?,~~ .. _ 
Ec.ison '.$ Option ·#3 r ,and reopen tllenegot.i.at.i:l.g ··co~er'en.oe ·to. -eo.ns1.Q,e~-

.... " •. - _'_ •• ". •..•. _. "_.,,, "n,' ..... ,., ' ~_ 

~urt.het:,:,~he .ot:Oe;~ utili;t.ies, '. t:o..::e.ea3.ts;:2 )., .''t:o ~u-; .~: .'~e:se~ !;~I'~~t.s.: 
back into -tlle.:legotiat1ng con~erenee;.,3)·-to .allow -t.lli~ paymen.~ ~ .-, :::': ,. ~' 

• L • -.-" .? _" "'. - .. ..... • ' .,. ••• ," _ ..,. ...... " ~ _ .... ~ ~ :, " ' 

option ,. ~for ,.all, u,tilit.1.es rto.,be ~ taken -up i.n .evid.eo.t.1.ar-y. b.eari.ngs and. ' 
• '.' + ~ ~ _. , • ~ ...... ..' -~. ~-,. • -- - "....... - •••• - •• ' , •••• " , ,.. • - "'.... - ~ """"'. ~ ,~ .......... .~ 

a?p:"ove notlling today with respect-t.o Option 4i3 or,.,,4}~t.o.app.::ove-the:-
".... " ~ .• '" ... ~ .. " .... _,,... _, .. , _,' '.C •• _ _,I.. ~. ~'~ • ..... _. "" • ,_ 4' '.... .,' 

use of Option #3 ~o:" all utilities, as filed, on t.lle positive 
: •• : If'P r" - .... ~.: ? r; _ .. ' ": ..-: ,-,,\ . ',~ :.. ~ ... -": ': "'"t :. ,-. ... , 4. ,_'" ~ .... ,.... I ___ .,.. • " 

assumption that' some ~:Qis :..;maY tind;it~use!'ul'.,:peridi:ig'::'a comp:rete review 
__ .~._. _____ ...... u. ~ .. _..::.....: •• ~-"'-:""':'-;=-":'_--"::"'--__ ._' __ ._..:.:......:..-:::-.-=-.:_~.:.-:....:..:....:;. 

of St.anda~d Offer ~4 and all payment options dUr'ing evidentia:-y 
". ' .......... u, ........... -," I"P ..... ,,.. ... • __ .. .._ ..... ,~ • _.~... .~ •• ,.-. __ .•• ', .... " _... __ 

hearings; j1uring which-the feasibility 'or. ~u~the~' negot.1atio'n3 is 
" .'/ .• ' • ........... - ''\0 ~ .. - .-,,.' .... .-. ......... "''''''' ..... .r .:.... _., ,-.r.. roo" .. """, ... - .~'.""''' always '. an opt.ion:' .. __ v .. ~ - • " • > ~ .,,' - _ .... ~,," ~, .. 

. ',.. ..... :' .... ~ .... "",_ """:': ~·:7··,.~::'. '.~ ~".,-:' __ ,,~,,:,,",,'~.,.~~ ','" "'.::":';~.:".:::-~:_' .. ·2~:;.~:-' ,~~ ..... ",. 
We think the latter approach is ~y fa~ the most 
............ ",_.' "._. ' .. , ......... " .. - c' .. · '.,.-....... ""I'"> ................... ; .... -"io- .... ~f'Y""'\.f'Y .. r......... ~, ....... -. 

constructive 'in -view of ourpolicy~~ese~vatio:is eoncerriing "t:llis . 
,,",.... ... . - ~ ... - ," ~.... ............. . ..... ,., - .,~ - " .- .... . • ,~. -, '1.."" ,'" .... - ............ - .... ~', 

option '-aile." our de6ision~" discu3sed·lat.er;; ~!'lot. to -reo~n "the 
negotia t.i:lS:; c~;re;;nee '; (o~~ fe~~otis -':f;; ~~t: ;;~pedin~ ': t:o~ \;~g~t1a ;irii ~ 
con!-e~e;c~ar~ c.i;C;;3~4-l~ite;):~ QF;';:'~~"riot~;-:~h~ :'~~~ dii~ti~~i~~'-'-

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

with> the- inc~emen tal ene:-gy rate" forecasts ~:ay com?ensate to-some 'e . w 

,', .................. , ......... _~ ..... , • ...... ~J ....... _ ... ,"" __ ...... , .... r'~, ... • -·~'.t r,-.:' ...... \ ........ ,, __ ,_ 

degree by seleeting' a"wide~ banda:"ound-theut:::litY'S~fo~ecast.;-thus; 
",_ .~ •• " " _._ ..... _ • ' ....... , •• ,L ....... ,' __ ',r . "._ ',_ .••. , ..... ' .......... _. -".''''_<.11·,_.,,...,-.~~ .. ,._ 

while their minimum payments" could' be"!owe:-; -tbeir"pot.ent:!aI ·maximulli:> 
~ .#, ...... ~*.~ -:-0,.; ~"'''':.:":.'':~.'7".:::.':: '.~; :~~:: ",:,,::~.-.~ ~~~,~.,~_._ .... _r.",:.::;.'---: ~:':, .-~ ,,~"':"':".~ 

payment could be lligller. !n any event, we rind -allowing tllis payment 
'" • -. . ~." ,~..... ...... ,\.... ..... . ,-. .. • ",'" _. - \ •. _.- ... '., - .. ,..... -..... ~ ~,. ~ _:* ,'" • ~ < ,. - ~ '. ' , _, --:':' •• ~ f'- ,. I' 0'. 

optiC>tl -to "go into 'er~e6t extends - f.o· QFs -another' optiori'-aiid ',- - .. - ,~, - '. -,~ 
.... -' ..... .\ .. ,. -.:':' ...... :.~._ :"~ " __ ~.'" ..... ::-:'~' _"',.. .... ': __ -"A' '.:::.""'": .. , •••• ~.-..:' ... ":~ .. ~~~: :-:::::~-:_~.::; 

Ol'p.o~tunity not now p:"esen~. Even if only a portion of oil and gas ......... - .... 
cogenerator OFs can use this option, it. is a ~terial improveme6t' 

- ... , ...-" ,- .,.-...... .' ... ~, - .... ,... • -::- ..... _, .... , ..... , • , .... ,.- ,.' '. no. ,_, _ .. ,. ' ........ ,,.. ~ '"'" 

over not having' t.b:e" optior! ava11abie. - , Also;" as -discus3ed.' later, OFs 
may seek ~: ~o~;;~na~;d: ~~~t;act -1i·:t.hey: ri~d. 6P;i~; -#3~ ;':0; ~riy~'6th~~ :',,~ 

: - .. , ',/. ', .... :. :-' - d -.-,:~, ... ~ .... ; .. ', ...... -. ~:(', •• " ' .............. ~' ~ ........ ~ ... ;:.-.:: -'''':, ... _~'''::...'' -~.~<- .. ~.-~:'''':':'~': 
opt::.o~ 'or'·stanc.ard·of~e~, dces not 'suit their needs.' The continued 
a va il ab'1iitY , 'Or: nonstandard. : eon tr.acts'" is'" discus;ed': la i.er;: in:: this ':;:; ~~: 
opinio.;. >~ - " -" ," "" ... ~ " , ~- ,h • ,", ... ~ ": ~ '::: ::.::;:: :..,',':' 

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

. 
". ... ~ ~-

~, . \ ~" -'--. 
.+ , .: .-~. ............ • -" ...... ..- -

- ~6-



A.82-04-44 et al. ALJ/rr/jn * ..) , ..... 

limiti<rig the a vailab,ili't'y ~of th±s'ene':fgy.1:>aymerii:'cpt£cm' =-e:o: '::a:.maiimttm ,~,,~ 
ofori:e "year- :aner ~'t~' :e~!eeti've ':lia-:e 'Q.f the ':'folJ:owing "order:: AS 've -. :::: 
deiermi:ied.· for 'pay:l~nt :'Option :ft2~: :.we:Wi:lf. not' -ext.eria: t11'at':J)e:-:!oe-r6i':'-: 
payment 01>':':[o:n' .:"#3 ':U:'rit:tl "ev:td'e::l'tiary ::ne'aririg~ have ,adc'i'essed.: t.hese ::::: 
iis'iies:':an:d' :we- d:eiermfne ':tbat: cont!:ntt1:ng:ari':1nCremen~aJ: en'ergy~:rate":'::'::-: 

option "beyond. :one '·yeai' is !!i-t.he· pnbi±cF1nteres'i. '~.~ ~ :,~ -:::~~ ::,,:'C:-: :;',':--: - ~" 
..... -, ,. - ... -, ... ,.... .... ,... ~ """',~ .... ,... .. 

viii.' 'UTILIT'Y COSi){ECOvERY 'OF 'PRICis"PA!D trNDER-'<'" '.' 
, .,~,:',:~ STANDARD::'OFFER:CON!RAC'!'S w"ITE'~OFS'.":;:;·:: ,;.::.::~ ,-::''':':':'::::.':':, 

A~ ~t'h~':~e~~~i~i'i~~: c6~ie~~~~'~ 'ihe-u'tilities -~i£;ed~~~~d~;n~'~ 
, -. ...... __ - ....... _ -• ., ..." _"I r- -"..." .,...., L, ,-. ..' cO '.' > ,"',... : ~t _ -"" "". _, ............ '...... • --:; ' ........... 

a'oout-the'1r -cost" ~ecoveryin Energy . Cost Adjustment" Cl~~s,~ JE~ACr.,,-,,' 
... ~ ',./-".. j ..... ....- •••. ,,' ..... ." ..... 

p~oeeecings, assu~ing we approvet.he negotiated inte~im standard ' 
.. .~,..... " '" ,....... ,. -,. ~.. . \~ ..-... - -. . ,- • , .~ '... .. • ,-~" """ - ...... -, '. f"I 

o!fe~. They re~eat'the'concern in thei~ amended'appiications. 
: ,~':".,'" "':' ": ~ ,":"'. ':' r-:; : .. .: ':~ :" ~ ", " ., ':: '~ .. ' ~ ',T _ .. : ~ .... ,::' ___ ~: • ~ .,-,"::' '/ :: ~ '> ... ~..; : :- _. __ : .~ :,'"' ::: : 

We thought it 'WaS well und.e~st.ooe tha t p~ices paid. Q~s. _ ' ,,_ ", ........ :-: :,~:>i".j :.:: :~.:." ..... " . ;".J~' ~,:~~'-:': •. : ~ .. ""':': ..,;,~ ... :.: .... :v,~ ::h.:..... ~ _._.,. '.0 .+. 

under stand.ard otfers approved o~,mandated by us we~e per se 
"",,,,~ .. ~ .. '~' ':.~ ,.: ' .. :,:, , ..... ; '.:: .. .) .:".. ,,:,. :.: _." _ .... ~. :,_6 ....... : J,' :;'.: ,,:, ... : :._ ~:~.: ':; _; .:-:....:.: ~...:.::.:' ~:, .,_ .'" 

reasonable, tor ratemaking ,pu~poses.,~ That is one ot the hallma~ks _ o~" _ 
th~'i';~~~~;d "~ff;;.: ':It . ~o~ld'~e 'i~;onsi;~en~ a~J-'~~~air :'f;r'~'~~:~~ .,"~ -' 

• • ,." .. • • ," , • ' ... - ,. , •• ,.. '''',' , ,,,,,'" ,_, '. ' ',. - ..... , .... ,<If ~ "..... ,....., ~ , 

ap~~<?!e ~ ;~e ~ u~~:. of ~~sta~d;~~'. ~~~e~~and ~iat~*: ctuesti~n_~~e~' ~,'" ,.'~:' . :.~:'- ~ 
reas~naSie~ess~~t:~th~-~~ices:~_Whiie:~the~w~~ld~~y' ~o~~~i~y'sr.>e' ',' ~, 
fair,. .. i~" our -re guia tory" ;ealm t.his -c~;n;i ;sion ~Ouid. "·~eve;·· " . -.-' v 

_: ,-" ., ___ :",. : '~. '_~.~'" r •.• _ Y .... -:' .......... , , .. , ~ _ ~ f,"", • '-r ::'.:'/'" ' .. :'''":. .:.... ~"".'. ~+-.: " j.~r.,. -: _:.;':': :::.- ......... : '" .:. 
subsequently d.isallow costs necessa~ily incurr-ed _ to pav QFs under ,"" 

.:,:.: ,~:. .. ',;,,:":, .~ .. "", .. ,,: .. ,, .. ':.:~ .,:",,~'~~ :-:; .... - ..;.-:::- .j;-=" .~ ..... ~:: ....... .,: 
~tandard offer contract.s whicb we, eX?~essly found ~easonable_a~, tbe __ . 

• ~~ .. : ,: ""'." y_ .~: - -'''<~ .:.. ... -~ ~ .~. , '<._ .... :~ :_ .:':"~/: .' ~.~.,.::..:, ..... ::: '1'Iir.~~-: .' _~: .. , ...... _ .. : ... r ... ' ' .. ,,', ... 

outset • .. ....... :,: ...... :.~' .. , ~-, '" .:" ~.~:.~~.:"':: .. :- .. ,::..: ~.-'::, ,~~~:; ~:;,: .. -.."' ... ~('.:-':-: 
The only possibility. for an ECAC ratemaking adjustment ... 

": ,po .' _ .... 1: ... :~ .: ~ ~ . ~ :_. .:. .. _.:.:" .... ~~" ........ :.J:\-.:',: ,.'~ .. :; ~ .... t_""_J:: , ..... ,:~: ",,:,_ ~ .... 
would be if a utility did not. diligently enforce. all corit~act 

,. ,- •• - , .... -... " " ' • • '~' • < ,,-' " •• , ...... , ..... ~. " ,-. ...... ' •• r- .- .', ... ..... ..... , ~ .. ',''t ... , .... ~ ,_. 

pr6v~s~0~~~ ~b.~Ch pro~~c!-- ~ile ~ ~a~ep~ye~S'~Fo:: ,e"am~ie-, ~ i~·.~h~_ eve,;t~~~ 
, .... , " .. ' __ •• • - ... _. . , ,_ ." '_ ........ - • p. ~ _,~, • ... - .,,.1 _'''~'' I •• ~,~........ • ..... ," •• __ "_or ... 

o~ QF breach, o~ nonper"fo~mance , we _ ean_ easily, fo::'"esee ~ a., ,::-a::emaki:lg ' .... ~ 
adjUstment. ir ';be' ~t1ii ty' did ~;t- t~ke· aii ;e~;~~~b'l~-- m~~s~;~;- ~~. =.~ ~ ~' .. ,' ,.. ,"'" ,'" - --:, ... 
collect damages o~ t.o have security called. on anc applied to ~itigate 
a loss; damage~ and called upon"security inure t.o the ~atepayers by 
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- .... - ,... 

wedi<i;: 'no't.-- ensu:'"e~ '0:'1"11 t.ies" remain-: d'iligen tin: adm'ini's t'e'ring:', power~: .-'~ .~ 

purcha'se::'c<>n:t:-ac'ts:on::: behalf 'cff-: th:ei'r" ratepaye:-s:':~:< 'J -; :,;~; -;:::S'~":',~' ": 

-:~,-~ =. But7, with>:-espect 'to the2utllit·:t'e's:'great.est-:C'OrH~ern; we"',,:' ~'.., 

ca:l only~ -say' -tha:t: we- eannot:'envis'1<>n':' ·thisCOmmiss:i-on-~, :¢r'-: ~i t,"s':' ..... :; '.' -:. ',,: .': ':: 

successor' members':,: eVer being: sO: patently": unfai'r as to:' 'at'temp:t t.'¢'-:' ;.:. .~, 

disalJ.ow- ·1)rices-: ·pa1-d'· QFs::,·under-:,Commiss·1on:'ar>1>rove·d:-:st'an~ard·(.Q:r:f~rs: •. -::~':: 
• -, I"). . ' : ," " ::. :': ~ !X:~ ':CONTRiC!~:TER~S'; OF: !NTERIMSTiNDiRD 'OFFER': i~ .::::' 'Ii '.: ~ '0: ,'. :: 

,:' .. ,-' .. ': ,:,"': '~-:SUBJEC.T 'To: RETROAcrIVE· INCORPORATION ,::",::::,,::-::-'c-::: .,', 
, : .~ _,~: _ -:: , :,:: : RESUL't!NGFROM, A.8-2-03-26- ,w'" ,At. " - ,.-,.. '.,.:.:: ~ _c,:;: ~~:: 

Si,ri'ee= t.he- :r'e'su1at:ory: aut'b.·ori,ty· :elaus'e-' o.f' St'a.n,d"a.r..d.: :arreT": \"~~4C::"" 
is beitii eYimi'nat~,- w~~:mus't': ,o:e"very~ specifi"e'"':abou,t:: any: eon't'r-act:::',,,: -::--:::: 

~erms:,tha,t- ·are- sub'j:e'e't~, to', retNi'act:i;vecnange.: .... 'MiZeh:':Qr~' :StaIlda-rd:: o1fer~ 
4,4 eont:-act= 'lan:gU-a:~'was'P~misea: -on- exf."s~:irlg": Stand:ard~ !J!'fer.r- ';ff., 'a~:: 
4'2, whi"cb 'wiJ.'l: be su1>ject ~t:o-'an¢:t1le!'> -oN:er:' iii A":&2~0:3';":2:S: -etc· 'a.-i-:: ::':-: :" '.' ": 
Al t.hough Standa!-<1~ 'Orfer :¥4~,~,~s;.p:!Oy_o.s:id ,::~:s[y~ry~:i.nclu:si ve, there are 
c ert.ain cont:-aet-~e toms W'h£eil-sh'Otri?:be-=rea:50~a:b'iy': :collsis ten t .wi th 
otner" stand,a:-a'O::-f.ers;:: we:~an: :C,1'reet:"'(:OIlSfst'-ency= witbou,t: 'changing the 
subs tanee: o:-::n:e'g:ot'~a te',rStaridaraCff-e~: -.(1'1+: ·Th¢se": eon:tra-e-t- ·te:rms'::· ~fall"' 
in~:t.he:'c~gorie's.:·O:f:~':':: . ,,': .~,': ~ :":':~ ,. " .. ,-. ~ - ',.., "" ~' --;": ~,. ~ '." .... ,.... ," ... ..... 

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

, -:.~..: - ,., .. ) ?G&E-"'~s~ l.ine:, loss 'f.ac:t;c>l'" ::(PG&E: . - :, - ~:~ ,-: : .. -: :' ~.::: :- ..... -~'... - ..... 

_ ..... _A_OnlyJ ...... ';:'.- "".~,-.~._~ ..... -.' ..... ' ~ 
". _ ",,,\" ',.'. -.,~, .," . " ..... _ _'u _, ~~ ....., ' .. ~': \., _ 1'1 

~ -2). I:ltereonne,c.tion.,pr.oc.edu:-es. and. . ' ... ', . 
. , - 'reqo£remen'ts :invol ving l'ruture lin~e 

'.: :~, ~: arie::,$ys.tem~up:g:"ad:e's:.::' ': - -: ,,,:' . '.: ,~ , "' ..... ," .... 

....... -', .... '-, ... :",..: 
...- .... _ ..... _ 'J' 

We are awa:-e, ho'W'ev:e::.,,_,.of_ -the .di!'!:.i.culty tor, -some .Q:s to 
_. '- ... T .'. ..... _' ~ ..... _ _ "" ~ ~. _,. __ .-. ',. '" • • ... 

proceed. wi t.n their prO:j:ects: wit-nou't=' -a:'-de:n.nite~-clari:r1:ea't:i'on o!" these 

final contr-act terms.. ~we~i=:':1:4:?~~~ ':i""' ",~~C~i~i?( ~~. A;8~~b~?6 in t'he 
_. .• - - -or ... ,'-, .... -... . ............ - .. 

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

. " ~ , . - .. _ • i ... ' ...... 

. -. 
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oear i'u~u~e.· ,Eo~eve!"~,fo't' those:c~n.~~ae:e-s .. signeG :'oY::bo.th: j)ar-ti~:,'·':. e 
;>rior~ t.o- th~- e,freeti ve date of·, a ' d.ecision. .on, A. 82-0,3-26 ... ~t,....al·.- wi.~h· ,," 

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

respect to these ter-tuS,-: .w~, wil~ gr-allt:· th.e ·QF. d.1sc:r.et.i,oe.·, ,t~~~cl~~~.: ': :.: 

wi thin 3:0: day.~ art.er, tlle eff.e,c,tiye:, date of ou.r~ a.eci.s.i.on o,n· A.82-03-
26, whether- .or,:·oo~,the, :t-e~ms shall·· "be,; r-e.t~oaet.:ively ... ehange-~.:1.n-,:-.~,: ,~.,-: 
h1s/h-e,r" c~ntraet:. :': I.D ,ttl!:s:-,way-,,; ,a "QF::- t.ha t. is.r-ea~y: t~.~.})r:~e~d.: :::.~ ::::..: : ~ .~ 

imm~<1-ia'tely., ,fol:l~W'io:g: '~his::o~d~.r .: wi·l·l:;.:have_the.: 'd,ef;ini:tiY,e:: .eo:tl t,!":ac.t~,,~ _: ,; 

te:-ms wi th ~hi.~~-;,:;,o approa,c,h ti~?n.~,ia~~ i,~,7~.i.tu~,io,?S" ane: t,hf! option to 
have thee changed :re:t:r-oa;CtiY:elY.~'::H~eyW~,'~ fo",' ~-a,~~,~,o;t::-ae·t signed by 
both partie.s--3.!t,e.r...~e:-ettec't.'iv.e~,_dat:e: .. ot:~our .. :dec.:i:Si.~n: o~ A. 82'-03-26, 

we,~ oreer-::u~:il;i~ie,s::. to::: am~.n~; .. ~heir: :~e.s'p,ec>~iy~ S.tan<ia'r.-d:- Of£icf.! #1.:. 

contrac~"lao.guage~ an:d-..~er-ms-~..:for·,: ret..roae:tiye: app:li~~i~:n.:r::_~n:, t.h.e. _' :'::., 

above· yoinzs .. consistent wit..h the out¢.ome.. ·in~ A-• .a2-o.~2&. et.. ,al·., " ·No-- -~, ~ 
.... ~... ....., -, •• " ... ,... ~ - '. - ~ '... ' _ ....... ' _ - '" • .. 'Or W ,_ • ..... ....... _ ...... ~ .. '.-''' • __ ~" ~ "", 

otb.erte:-ms:. 'S'h~l,J..: .~,-: change.d:,l)Yz ,o:-.~::-:. ~(~~hi.s,~,mmis,s~lfo.:; for: .. _ .~ -: :: ': _ 
ret!'"oac ti ve- a;>p-l,ica.t-i.on· t.o execu.te-d .s-t.anda-::,,~ -otf.i-ee... 4;4 O'ontra-et.s,_, .. : . ,." .. ., ..."", -. - "". ., .. -.,........... ' ".' -... .. ~ , . 

. X .. " OPPORT·UN·I'I"Y FOR.- N-ONS!'ANDARD ·CON'!RACl'S--,~ -': ~ .. ',-'~ : 
. . - - 'BETWEEN ti'rILI!!ES' AND OF'S . . " ........ ~ .. -

, ~ •• :.... • __ • i ...... '.~ _,.' _. r'" """ __ .. , "'_ ',_ , .., ."" _.' ....... ~ _.. . .... ,J""'::: .. ,,": ":;, -: ~: ~: .:; .... ~ - .. -: 

.. '.: -: -: D,u.rins: :th~.,. ?~~b.~aring: ~o:nf,er".e.ne~.·QFs .. ; asked~ -:tha:t-: ~w~ .a.dd.r-e:ss7-:: 
whethe~::,ut..,ili:t-ies,...may·,S:t-i-ll n:egot.iat.~ ,nor::s..t..an¢.a~.d: e.o:o:t.!,act,S: if:: :' ... : ':::;;.: 
prop-osed. Staodard Of!'e!" if1.:. goes ioto e:fect. Our: -~i·gi.na:l~ ,;c:i:::ee:t'i:on- ' 

00 this point in D. 82-01 -1 O'.3',-:remains:in :e,t:f,eet·;~ .:that:: ,:'-:s:: u~ili ties 
sball negotiate in good !'ai th With poterltial CFs whO:'Co- not wan~ to 

contract under a stand,?r-d ~rf~:-:~~:' :wf:~~~'; '¥?fiftj.~s~ ~\? c~btinue to 
abide by tbat order. we- ~eQent.iy3.d:dre.ss~<a:l-d::~am;ilitied some 

significant. proeedur-al an<!:, .su·o-s~tan-tiy.e:p01'n-t$ .'r:,el a t'i.n.g. 'to nonstandard 
contract negotiations;,.:" wh1:ch-. are-: wort:n·~me:l:ti"Q.nin~ a-g~~ fo.r.-:. the 
benefit of all pa:-ties (D.83-06--i09:~:::·-1!1:::;-C.:8'3--65-1Z~·":.~·:fant vs 
!Qg, pages 4-5): ...... :: ~',"".:~, :, ~.., ..... "'. 

I"'
C 

-, 

-.n ... :~~t!l::ties ve;e: iOlc'·::'o: ne'goiia-t'e' ,., .,., 
::- J):rolX)sed. ,non,s~ndard· ~oIl-;·ra.ets~ ;io'goo'(b-::: ~ 

, fai.~h wi,t.h CFs not wanting to acce;>t. 'a . 
~ :S't:an'darc' or~er:,- b~~' -We' c!:c' :no't-:a-nc.a:t.e a~ 

!'"esult. !he mandated obligation in 
t.e:-ms of end result which utilities do 
have is t.o contr-act under- the a;>plicable 
adopted standarc. offers. As long as 
utili t.ies negot.ia te in 5.ood :a1 t.h .... "i tn - .. 
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respeet~: t.o:::nons£andar<! ~eontraets; tbey:. -::~ ::'~: 
!'ult1lLo.u~~:.mand.a:e,e.:..w!~.h1espe,c:t-':::'i_o~.::: ;::::~~::_:~ 
those types of eontraets. If we allow ~_ 

,,; ... ~ QFs:seek1!lg~~non-staridard~eontraets :to"~ .~ :-::~,.;. 

.... , ,~:.' ~ 

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

, br:-ing:- tb.ei:"-prefer-red,.,proposals- before "'-~', "_. ~ - ~,,,::."::~.: 
US for ·rat.ification; 'instead' of" .. ' ,,'. --,~ 
·'ut~11ties~ai'plying-!or:approval· onlY< - :':'-: :': ,: ::".':: ::..,~ :-:.-:< ;.:-: 
after .. the1r~management,.thinks ~a - ~ .. - .. :~,." ,. ",.'; - -- .. '.~. 
non~tandar-cf" cont!"act bas" merit 'Oui wa;ts --' "." ... --' .'~ 
'our'::ratif1eat1on in v1ew'~'of"':eost~~~::--: :~,:":"::::-:':':,,:-.':' "-',~: "'~' 

reeovery~ COtlcer-ns, : .th~ entire.~. ,,' ,,":',, _..' ',- ,'" .~ ':e~: .. _: ... " 
negotiating proce~~ would take ave~ 

-different": ti1r:6 : from- wha t ,: we':;' envisionec1. :: - -:: :..:' ~: ~ ,;;"::: -. - -~'", : . 
For: :then, ~,QFs-: and,: ut.ili ties-: WOUld:, in ,.-:. 
essence ultimately 'negotiate' with us, 
a~d not each othe~. We ~eruse to so 
di!"eetly interject ou~selves in~o the 
a~ena of QF-utility negotiations. 
Aceor-dingly, we will not order- a 
'resul~' based upon a QF's eom~laint, 
but we will impose sanetions on a 
utility fo~ bad faith tlegotiations. 

"Although ~be ~istinetion we d!"aw may 

,. ~ ~:: '.,:.:, .. ......... - ,_ ..... 

seem too subtle o~ without solid oasis . 
from F!"iant's pe!"spective, it. is d.eeply -_ .... __ ._,_._--,-_._._ .. 

" " _ ,. ,r<>9'ted~ ,itl:~,th~:: r-<>le::ot:: the::·regula~tor~ . ~~ , •. :' ': -:: ,~.:: '~;:; ::.--: "f ,. ~ , ~~ 
,- ~ : " vi's-a~vis: ,inves.:t.or~o\70~<!:" p~b:li·e. ".,. .< .,;,~ '" .:::; ~.~:::.~.> ;;.-::: _ "':":: 

- ." : utili:t.1;es-.. ..:~ror: .. , ~N1'i'tla!"ily,y, in- ·.th~: ,.:': .. ,', :-:'::::.:';':' ,':;:::: ~::: 
_ a~nce~ of~ .eompe.lling·: eir~st.ape.e.s,~ ":"::: ::::,:_ .......... :: ~: :.:::";~;::. 

.~ utili.ty .. .ma..nag,eme-nt. "'sh.ould. apply- i·ts ~.,.' '" .. ~ ,',~ -_"'~,~" 
: ': .,exP~r~is:e = ~a~d, J~d~~~' ~~~p-: .. tll.e~·· :~.:- '.; ~~ ~ ; .~: .:,:' ", : ,: .. ~ ::,~; ~ ,;, :,: ~": 

, ~egulator-y .pa.ramet.er-s . we.. se.tj .. we· must- ' . _ ." .' . - - -,..', c.' ',-:: ., 

- - . :ensure"~he .paramet.ers.. are ~.!air-an(f. ,:Lo.', '.... • . ~:~, ~ ~ ~ ':,~. ~ •. ; ,~, ~ 
. ,:~. "iheoverall, .pub-J:!:c ,in:ter'est;- 'out., we ~. ' ::" , . ,. " ~.~:> '- - .~ ... ~' -- : ~ 
. "~ shot.lld,. no:t.. di:-ee~ly~. 'manage:.,.", :~.BY: tb.e~ ~ ~ .. :: ~ , ; ~,~ ~ - :: ~ ;;~' _. ',': '~~;:; 

'" ~ ,nat.ure::ot: t.he,reliei~ F~'iant :request.s~ ,it" .. " -. ',. __ ~ ~_ "~.'. _.,- , 
" ,i~ 'aski"u-g-ui, ~i.o:suo:st"i:tute· our: .ju.d.:g:nen·~·.·:, ". _ ~ ,. ,", '7 ~.: ~ ,. : , : ~~ ~: : :. ,: 
- fo'r, ..tha";...ot .. th'i u·t.lli~tY:'s.~na:gemeni:.~ ': -: ~..., .~.,:.-=:N:::: ~.:: -.: 

- we.. ~ :wi:l·l~ "howe'ver make. a'r raU!makinS·, -: ."'. ~:,<~.- ... ~ '~<:~:,~ :.~ .~~,~'.::' " ~ .,,~ 
: :' . ,=,,: ·a'dju.$_tme"ll~ i~..; ,we., .t:i%l"c··a~ -u~i~li:t.i: :had .. :a,; ~ ': ' ... '; . :. -:~ .~ ~ ~:' ~ ,~ ::; =,~ ; 

: ':.: _ ,.,;: .. ::l~w,e:r~, e,oS:t: o..p.t-ion.:-:::>FPo~~r-~,~~.~$ .. : ~F ~ ~ .: ,- ." ~" .;. :::: .>-: c: :.:: _"~' ~ '. 
~... , pow:.e:o) which. .it.. did XlO-t-.exer-eise r: or·.: ~", ".. ',' ""; ':,;;~' ~ -' ...... ', 

'- ~;, ,:' ,,' . :o:-t.h:e~ise: .aCt::e~~ \i::lp:ruc.e:,n t.ry:-~"":": ::: ": .,~" :'-' .: :;~ ': ~ :: ': _' : .; " 
..... _ _....,. __ ,h, 

> - ,- ~ ". t~ .. - '.. ....". ~ .... ' ............ ,,. _. " " , 

"' ,...~ .~ ,_ • "" '. • .n, 

, ... -"'. .,' -. ,- ....... . .•• no ,L 

. :... ,", 
""'<I _ .... , .- ... .... 

~ .............. , .... 
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XI. REOPEN!NG THE NEGO'I'!A'I'ING ,-CONFERENCE: AND' 
SCHEDULE ~FOR·EVIDEN'!"IARY,HEARINGS - "'. '. ~,.'; 

.... ~. - .. " '- -. ~ . 

'''''~'::- ......... \'J't.' ;': ', .... , ..... _ ...... : ..... "'" ... ,,~ .-"",--. .. ~ ,.~ ....... /,< .... 

CFs want to reopen~the:':negotiating:conre;,erice:to7pursue 
di~~erent derived heat ·::-a~e\;roreeast$ = fron:'":PG&E':' arid :-SDG&E·:'·With 

,.... , .......... - --,,-. ... _, .. , ......... -:._ """1"'" co, 

respect to payment Option .,#3, ,:and~t.o~de:v'eiop~a~tourtll~paYment 
option. i We have decided not' t();~reopen·~tn;'~ri~got!at1ng~e6nterence, 

, ~ ~ ,. ,... ( -. ..... i:'. _ " ... ,p. -. .,....~ .... , ,"". "" rw . n _ .... t'''' ...... ,*", _ 

'out. as t.he evidentia~Y .. hea~ing;p~oeeedS,. -~e ~~ay~;~ t'~ ~O::£b~~,assigned 
Commissioner to deter:ine whether": any negotia t:tons~': re'gardin'g Option 

4t3 will contri'oute to, ~~~~'~l~imat~~d~~i~i~ri~~r~~~~~ng~~i~~~f~ture or 
O;>~io:o. 4t3 beyond t.he one':year:" p·el"10d.-· provid~cF 'oy\;·'t.his;' order': 

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

.... ,.. .-,_, .". , ~ ",~, .<... . 
__ " .J ~ ,~ _" 

...".-.,.~'- ~.- .... ~~ 
.. '" w! ,_ ; '. '" c ... 

..... . ' ..... _.... ..... ........ 

. ... . ,...., . ~ ".. 

, .' "", >'.'" ." 
.~ ,- , ....... ~ ." .. -.'" .... 

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

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

,",." .~ .... ~ '.." ~ "< or' " _ ,,, 

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

7 Early in the ::legotiating: con:fer'enee'" P"G&E· propOsecFan2 'er£.er'gy :rloor 
price mecba!'lism,. Which haC! a '!'ixe-C~' J)r!¢~>p'erioe:: and:ai-di-S:COunting 
mechanism in later yea::-s t'o. eOIllpen'sat"e:,:!-or":tne: "guaran·t~.:,:noor ;>rice 
dU:"ing t.he fixed p:"'ice ~i'od:. ~-" ''l1:ien'~~: ve!"Y~ ·l'a::te:- :in': 'th:e:n-ego-tia t.ing 
con!'erence, a varia t.ion i00-3.S': p'~p¢Sed- :by~U • .:' :S'"~':-;Wind~-owe:-'~ - -'oUt. was not 
developed to the point o!' the:' va-:"'lou'S 1>ar=t.:.~: (ut:ilTt·i:es:;C::=s:taf!' and 
QFs) 'oeing able to reaeh: £: cOD.se::,s'tls:~··'\)!::· ~b-e:: -three- tit'i-l=£'iies, only 
PG&E developed this payment': opt±onl'o-' tn~famend~, 'apptlcat'ir-ons. 
Edison and SDG&E, as ou~ '~a:~f::" thlnk' ~~he :CO'!l'Cept- 'may~ ·.'hol:d:. "some 
p:"'omise but ~ha t i ~ need's' cO!lsidercrb1'e: s,tudY:~':'~: ·Wb.e::easJ 'a~l~:::the othel" 
payment options have prices.':.ehat :are.: ''Oase;cfe{~ber: comp'l~:el.y o~ 
suostan-..1ally on a fixed'-; ~fO:-·eea::s~t,. 'PG&E:' s~'PrO:Po~-e-d 'noor:~ p~iee 
mechan1sm make~ paymen-:~- -to-'QF~-, '·ove'r:t.i-me-,: 'oas7ed: :ori, aetuil: utility 
avoided cos-:~. However. :rn-:"t:h~ea~lY: y-e~ '-o::r:;tlie": ~traC:t'; the 
prices can set as a floo.r;: 'WhlC-b': -ean- t>e ~above 'tne: l~ve1.::'i-z.e:c:' ::paycent 
stream p::-ices in Option -n;- ~tne:-e~<1's":a ·l'¢%lg'l>aY1iaek~cp:e,r'::t.:o·a.··provided 
for in later years if ea::--l:r '~- paym::enti ¥Uo:itan:t-ia'lly':e'X"ceed aet.ual 
avoided. costs. The ;>ayback peri-od.~,:- :d-ep.e~ri<i=i-ng7 'on:t~ ·.eont-r:act terIll 
and. amount of overpa~ent, can be substantially longer ~han the 
payback period in Option #2. !h~s, despit.e discounting !'ae~o::-s in 
later years, the issue o!' :"'isk assessment. and. security provisions 
'oecome even more critical !'O:'" this proposed payment option than 
Option #2. 

.. 
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.... ould run "for rQur~ .... eeks. ". Our:..At;J allowed:,~£'t~~go·for~;,!ive':''Weeks~:<We,::: 

knew at the'.:outset":some'-'parties; ~at~the ~conclusion of the 'negotia:t£ng':~ 
conference; would probably: either oe ·,d1:s:satisffec!·: .... i tb ·~the resul ts=:or" 
want~~i tSto: go·~ longer": if not everything':was ," "settled" :~ .. ', That' s::':the ::.: ':: 

essence of a~negoiiit1rig~session;~there ~recinhe~eni:..rrus~rations 
. -~ .. -... ,. ,..,.,... .... - .",~, 

" - .... ... ~ '~,J< - .... ,. ,.~ ' ... ' • 

"',' ........ ,.,. - - --. ....... ~ .... 
.... - ... + - -.. ......... ' '-'" 

~·'rhe-negotl.ating'- conference~~recraired-a !ot·,,:or: starr::: : .. ' ,.:~'::: 

exp~rtise· and :::the participation: of our:":Utilfties Dfvi~ion:;d!~ect.6r:':: '; , 
Fi ve:: .... eeb..:is-' enough.: ,: Also;":"a-' negot£ating"':eonference sh6uId':~(:'beid~"" 

for only the period specified at the outset, other'olise ?arties~wi!l;:: 
ror good reason;"have':the-expectation::that ·:tf';they.:a~~nC>t like the 
results the' conference'can: go "on,,'a.nd" on' until 'they: do: ':::And:there~:is:': 
always-th'e-: real, -: but:'undesi:-able;: poss1"oility: of::Pa:-kinson 's~Th.i:"r~:.;.: ."~ 

La .... starting': to" ap;,ly: w~en we hold''':i:iegotiatiog -: conferences'; ;which'; ': in: 
essence, is: work always fills the time allowed for it.': :::~othe~~~:':c,,:::~: 

as pe'ct:' o?:'" reopening": tlle'4' negot'1a t.ing conference '. for'\ the" spec!.!=1c 
purpo'ses- p:-op<isec. by QFs:: is that: it,: would.::- tend -to:be~ taken 'by'~' ail;::: -: - -
pa.rt'1es- that ;"ie strongly.':' exPect.": a'· certain::resul t;: (e; g'~; that: SDG&E~;'::~:' 
and' 'PG&E: ;houle:r-: raise" their ; der-~ ved:~ incremental': en~rgy~ rate::":: :-:.~ :",': ':'",:: 

(forecast) ,::o:--':tb.at we" c6~cePtua12y't: emo:-ac'e: a: payment,,:optl.oil-~ such";'as: 
the floor: pr.i -ce: 1:lec'hanism': ~: we~:: ha ve= no': reason':: to: be 11 eve any.:' of'::: the~' :: 
energy rate fo!"ecast's'· a~ teo:low~ (or:fo!":that'matter~tOo':h1'gh)~:or:'::: 
that the'fl'oorprice mechanism:- payment" option": has:: conceptui'l merit. 
'raking:· the, 'extrao!"c.i'nar-y·: step: 'or:. ord~ring':" n:eg'o,tla tions . re'op.ened~~ under:: . 
these:· cir-cum's't'anC'es'-woulc~: not:~ dro""j\"'stic~:"'t'o the: concept,~ of; allowin'g~7.::. 

partires:: :a-!ixe'd:' time- toreach~ a'" ne'go'tiatec~: conse:lsus.: .: As tllis":is~ ou~ 
, .... , . ~'. "", ...... 

'. -, . '- .... - ¥ ' . ~... .'~ -. ... ~ . 
~ -i • '_ ~ 

" - -'~. .....' . 

. '- S2 '-
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t1r-s~ expe:"ience wi th-a-, negotiating ncon:f'er-ence .... in.~ a·gener1c;',and 
... ,-.' _ • . ' _ • • • •••• _," ..... • To" • ~ •• • • 

- ........ 
.... _. #0,>' _ !'II 

accomplishec, ,we do not ~think:: it:is-e::. :her:':necessar:'Y~ o~:desi:o-ea'ble,.:tC: 
:"eo:pen i t. •. '"': 'We :-a~e ,~so~rY"i~ ,::$ome ::are disappo~nted.,:,b~ ou~cc1ecision.,.on:,-: 

this po1n-:.,: 'but as"we _said ea~lier, ·tbat·~,s tohe negotiating~proce.ss.· .. ,",.: 
, ~ .. : ~We ~ would ".have~ been surp!"ised ~had.csom~.:.no.t: ~e~n;:. '; '; '~::;:'; 2.:~-:­

cisapp-ointec. At this junctu:"e we -:.b.ink it is most .. constructi ve tor .. ~ 
• '.. .... '. " .. _ '.". ~H •• -. ....... 

pa:o-ties to':$pe1?-d':;hei~ tiIl?-e .. t.~~ start ,:pre~a::ing.-: !-~e~~~~ y~s.~~:­

evi~en~iarY,:hea~i~gs; so .:t:tl~i!" _'pr~pa:."~d , ... showi;lgs :.ar:e c~mp~~~e ,:~t:l~-,:, :::'~\ 
well.,developed .. , '1'hey-are .. t:o-ee" -in ~doins, this, :, t.o excha:lge·. ideas. ... a:l.a.-,; 

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

con,~~pts •. ::'~::::- ,~;~ ..... ,~ .. , .. ,:~ ,:,,_::_-~: "'~ '., ~",e •• ~, •. , •• ''', _~'_~,,_ .... '/ •• ~': ~.':: 
-, _ _ .. • ," • ,",.r ........ .., .... _ • _ ',_ _ "_ _ ~ ~ ~ 

.: .';~ ~~l<?;,i~t.~,~ some ::frust.rat.ion,. aisappointmen:t,,.,::aIl.a >~::; -: ':-: 
possible ~economic :tore~ea::ance t ,.we::, are.,::as: Cis~uss~c.~~~~y~,,~ ~,~::::':' :..:.:."'; 
autb<?:i:;'~ng· t.l:le -:inc~ement~l~ ene::-gy: rate: paymen~~Op~ion, #,3, .. for ..... all .. : ~--." .. , 

tb.::,ee;~ utili ties"and:-:not-; jus~ ,:Ed;son" _so tb.at.()pt.~~~: is: ~x.~~~~e~,: ", ', ... < 
• r""' ... 

A< .... ' 

, '::" Al1- pa:-ties. must.,~ realize that, 'W'hile~ we '. a:"e~ app:"ovin-g... t.he-" ~ ,. , 
¥ ... -. ... 4., ._ ~_... • .... _ , ..... ,' • __ •• , __ •• , __ • _ ," _ ._ •• ~ . ,..',..... ..." ...... ". ". _ .~ ._. 

negotiated~ standard.- offer:',. they" should., not. assume :the" me,thoaol,ogy ': _,., ,~ 
__ • '. ". • _ •.• <,. .......".... . , "' ...... -",.... _.... ~"~, .... _. .... ." ~... • '.. '-.. ..... '-',..... ~ _ ... ' w _. 'O __ :... 

u:lc1erlying_ the de::oi:vec -, p:-ices~ ancL. ~he . cont:-act . termsM b.a"ve signi!'1Catlt-
.. " .....,. .- .... __ ........ ........ . .... . . . •. _ P." , .... .., , ~... ,.... '~_ .. ~. -.... ~..... ,_ ~ ..." ,~'I;oi ,~ ',.. _ 'e' • "," _ 

precedential. value._ in. ou:- " continuing.,. p:"ocess of ~ adop~ng' a~ s.t.and,ard·~_ '~ 
..... f .' " ...... w ., •• ,,_. ~ _.c • _~ .... _ "'. _ ~""" ~ .... 1''''' ..... _ ......... _ _ _." > __ ~._, 

oa.~ed: 0; l0;ts::-:"un: avo~ded. cos~~::"~~?_,,,eyid.~:t:l.-;ia.;-y h~~rillgs, ::,"::-,~.:,,:.:-:' 
begi:l7parties should· ~e· p:"eparec- to examine and" add.:-ess, .. alJ... ~- "-, '. ~ , 

• •• _ • _ _ ,_ .' _ • ... , • • _ '_' • _. P-, _ •• ~ ... _ .... _ .... • .... ""' _ •• " .... 

eoncepts,"'~m'bod.ied. .. in.:t.he.~ oego:t.ia-:.ed: s::a,:lciar.d o-r:e~;.::· -::.:,~::': :,:.: ~:- '.:~:". ,",:, 
. ' ,': _:": ~~n~shoulc":;eV:i.de~~ia!"y~he~ri:lSs:: b.egin!l;Som~ par~ies-.,.,; as;,.~:: 

discussed.,~ above ':: are,:", extremely,,,: anxious': £or,:. hea::"ings:: .t.o_ .s:vart:-.. alm?:s ::';" :­
immedia:tely ;'~ the~ u,t.ili ties would.;: p;-~~er: a~ paus.e:J~ :1n:e~.s,en~;,. ,:t.o:.ca~l:l,::: 

the!r.: bre~:th and gain;": some: exp~ri~n¢e:: wi th:,.tb.e .n~go:~.1_a t~.c;( .sta.nd.a:.c.:- ~ ". -
offer. While we are anxious to proceed ~~th our continuing and 

evolving endeavor o~ valuing and pricing OF power, and esta~lishing a 

.- .53 .-
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lasting s~anda!'d·::,~t:!.eLbased:.~·~ons~£u!l::..aiOi.deLeo:S~,' we: ih1nk it 

would be ve,,:,y use~ul ~o'!' the ?a!'t.ies to digest, eva1ua~~."7 a!l~ ;"~!'~~~~--:: - --on wbat. .ha.s~ ~eel:l' ,cone" Ulus" ~a~.:.in~: preparing, for, hearings .. : . Hea:-ings, 

we ,~eliev,e, . sbou1d, ~tart , in early 1984,. wi~h ?-not.ll~~., Pt~~e~,!,~~g,.::: ',. ::.::: 
con!erenee i:lDecember. 0!'~.7983,- !'he, prehearitJ.g. conference will be~ 

.. ,., • ..~ .. _ -,' • -.J _ ' '. " • ..' '.. "", ,,~,' ". __ •••. > "... ,",,, • '. ...-

set by, a s~e?~:-:a~,~.~?~ti,ce .... ~ :'.::~"' "': .. :.':..:":"~:::: ':'::::'>::.:" _"'" ~ 
X!l:-.. . ·EFF.ECTl rJ EDA'l"E,'OF:: ttrSO?I,NI¢'N': 'AND ORDeR::: : .,':'::: ,'.;'~~:::.',:: 

.. "., .... ,', .......... "' ........ ""'I ..•• ~~ ... "'''''''.,_'_'_~ - ............ "",' ...... c .... '· ...... .- -_ ... , ... , ...... -~ ' ... , .......... ~ .. 

"""We think' tbat' St.andar~-'O·ffer' "#,4' a:d its tllree'pay"Dlent"-'" .. '.' 
..... ;~ -,,' , ..... ,' ..... , :', ...... r .......... ,~."':._ ,r--'- _ ... I:c . ..;,~'·,"'.{t ..... J-,'" .',_~" _, _'I"_.~ .... ~._ .'-,_,1'\ 

options", whieri'" ar-e- appr'ovec ailciaaop'ted- by' this' o';'inion'· and- 'the'~"'"' -, "'-
.~. C',' _.~ ".:, ... '''-i _ .- "". ..~ ~ ." - -. - ... ,-. 

i"olloW'ing orde!', a:-e a signii"ieant step t.owar<f va'lu1og- and- pricing QF~, 
,,~ ~..... r . . ".. < ".. - ,-. 

powe:- over the lo~g term. QFs have gained some more ~tanda~~o~er~ 
o~p~'i:ons ,':whi;cb~ ~c'an: '6~lY': 'heip>·;~i;ur~te····~e~' ';~~je~t'~~ :~~~~ f~:6~li ties. , 

-". ~ ... ,.... ' ..... ," '1· ... ''''-' '4" ,_, ".,; •• •• ' ... ~L _.~'.' _, , __ .. _, .' ','" .' • "'" ,-..,.... _ '\ ~ ~" ,~ _. ......... .'.,'" 

G'! ve:l- 'ihe' 'eonsensu's reaehed ~ . we~ <:1'0- net" anticipate~ receivins~ 
, , N ,., .. "ot.: -~...... ,. .... ~: " ....-':.: . ~ -: "./ .:' .... ':: .: ,:", '. _.~ .: '"". ...... :.- ~~. ~ ... ~:' ;:' .... - :: :~. ~~ ... " .~ , o'~ ..,;', • ',;::'" ~ .. ;:.J ... ""' .. -:~ ... :...' ~ 

app_ieations ~o~ rebea":'1ng on this interim decision. .A.ceordingly, we 
will make the !ollowing orde:- eftecti..v:e::~th:e;date of signature. We 

also do this because we tbink it is i:l the~· j)u:'bl1.'.O'::i'tlt~re,st'::t.O; have 
St.andard, O!!'.er :/F)J,.,.- .aJ.bei t a-negO'tiat.e4, and ,ill~r-i1:l~ s.taIl.ear~ offer, 

J. • '.. .' _... • • . ~....... _, __ ~, •. ":.' ' • ........... • " ,-, ~ 

ava~b.l~ .'!.O'! ~3~~ '.a~ sO?n: ~"pcs.s.i.b:l,e:.:: :Ho.wev.e:-,: it; :,i.s-: ?O:ssi:;>:le-;:t.ha:t:,~-:: 
applicatio:l:S i"o~~ .rehea-ri:lgtlay. :oe·, !:ileo': ,wi~thin .. t.he: ::;~m~~ 'P:e.r.i.o.d .a'f:te:r::::: , .• ~* __ , ·'or'· , ••• -,,_ ........ ' ... _~. I ~;".' " . 

the order.',.$.-ei"fect.i ve·, dat.e asse,t~~ out. in· PubliC Ut.ili t.i,es.., Code ,§- .:-- - ~ 
"" ...... ..... ..... .. . "" ~,., -. _ ...... _ ~_ '-- ., .•. , ... -.' .... _.... u.". . '~.... ~ .. ( •••• " .... ' ,.,0 " .,." 

1731 ,:,:~d>W~ ~expe~.t ,ut.!..~.;~ t..ive.snot~ ~o a,~t~a.l.:ly, eEl~:t:::~r: :,sig,D::f:Q1!.~!'ae:vs: 
under, .St.a.!ldar"'d, Of.!:er,lr4 ~.or"', ,a.t, le.a.st." 30",.day~ a!'t.e:-.( .t.o<tay..., ... ·and.., u:l-t.il .. --

.• ,. .... .... ". , ,_ .• .." .. _ ~ _. -.,,' •. _ -'" __ ,'..... • _',.. .., .... n'~ _ .... "..."v .. _ ... ~ . • ~ ." .,; ~lY 

a:lY such. ~pll.eati.ol'ls. ~or. r.ehea:.in&;,_ if'. ,they_, a:"'e f,iled..1,...~a!'e .a~edo::l. ,: ". '- ... ,,_~~ .......... _-.. ', .. _.~._'" .",, __ ... ~ ._n.-'---- .. _._ ~<.' ;. .~ .• , ~ ~.... • ___ ._ "._.~. 

by us., .. We, take, .tlli.s .. measU!"e. as, a. pr:ocedural· saf'egua:-.d, .i:·.,!'.air.ne.ss. _"':' 
__ '.~" ... '."c .... _ ..... ,,+ ... - ... "' _ .................... L ....... '~"'_c"''' ____ '' ...... • ......... _ .,.u ............ ,..,.,. 

to all pa:-ties, in view of our"' aeting wi tb.ot:t an evidentiary reeo.rcL_: 
• • .............. ,_c 

upon which to make !"in.d.i:l.gS, or, ·:act, .su.!"f'ic1ent. .to. -issue- a ~ecision t.o 
• ~ ~ ~.."" . 'J" .. ' ... .~ .... .... ,.~ -.... _ . _ y __ .... • _ ~ 

withstand judicial :oev:i-ew·.: .,.~-::,: '.'~".',::-:,,: ~ .~:.: ~:'::-::.. 
' .... '. 

" .................. :' ....... , 

. '" .-~....." ,'" .- ' . ..... , ....... , .. , , 
...... : .. ' ......... 
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. ~,XIII. F!ND!NGS, OF .. FACt." AND· CONCLUSION .OF-'·LAW:~ _. _. ". _ ."'c .' "', ~ .. , -- ~ .... ~. ...... 

. : - ~ 1':-- "D. 8 3:';' o,s.:;.'o~a', anrlouneec';'" ne901:i'atinq:, con~fei'-eneec;fo:'~ thes:e ... ·:: 
consolidat'ed:~?roceedin.gs·: --Th'at- conference was: publiC-lye notic'ed'~~ open:' 

~ - ~ to the PtJbli'c>~ a'n(f:l·ast~·:·froit( May: 23 th'rough~ :Jline:::24:,'~' 19'83.·--:::-:-:'~'·' ... :: : 

2. The amended applicat.ions in t!lese :;>ro'eee"dl:i·gs·:"" 'l.tiih 'the: :,'.; 
changes not.ed 0 :r;:~b:e record: 'dtr:'":ing: :t.he";:se,eondp'!".el:le:~ng c,o.n:ference, ---_ ... _'._-----.... ................ .--. 

Cone-l~,~rio;: rii-' La~:: - ,,- ;'-: 
,.,.- ........... , ..... - ,,,.~,:" ... ,," '~.::: ";:.-,, "/'.:: ,,--I

n

,',·:"-:;'":' - . The' s~andard. o~!'ers ~:jed~ by' t.he- applicant utilit,ies ,s.hQu.l.d . 
• ~.' F -- : -, ... :: ..... ~ .: -.... ':.' ":- -: .~~ :: - ~ ',-" '-, '"": ':. ~~ •• _ ....... ' ... ~ : ': .': _, .' • ,'"- "'~,~ :: ~- :: .~:. _ - .. .,.. • ' ... ~ _ ... ,- ~ ..... 

be rati~ied tor use by utilities and QFs in cont.ractual :;>o~e~ 
.- ~ __ .~...... -: ,',' ..... ~ ~ '-: .. : ,... :"; ~~. .: ~.... '":: ito"., _'e .,!-~:: .... :./ - -..:. _ ' ... -: ','. , .. '., :. ::,. _::.: .:: ':. '/ .:. ~..J 

purchases, as aut.horized and restricted by the tollo~ing o~~er. . 
, . '~; ,q _ "'; '''': ,_ :: ...... ,-- .. ""' : ~ ,-: -: _ '.: -"- -: . , :~ ~ ._ ~ ":',: :: ... ~ . ':: .. :.-..:: -0 :. ..'.,..,..-....'~ I '": ~: ..... : "~ '"': ,: _ ,: .:, ': ..... , ... , • 

, ..... " h "" '"I ~; _ ".~ " .. : INtER!M ORDER -. '., ~ 

:: 1:'!: 'IS' ORDERED· tha t-:-::: :: ~ 

_ IV . ..., __ ,,,,' ". '".- .... ,.' •.• , ... _. ~. " 

- . 
. ~ - - .;.-

. . t:':'~ St:arxJarc:': O~-!"e~: #-4,.: ·payme-::tt- opt·ions i1i· ·t.·brough "ff3~.,~~as:-""·:, :':~ '-:, 
propo:s~d· oy- ·t~'· Pa¢i!"ic' 'Gas'arid El~trle: :Company: -(PG&E.:r~ "S"anD:L-ego-"::""' 
Gas ane El-e'c-:r-i'e~ COlQanY'~ ·(SDG&E)·,- a"::tC" So~her::' 'ca-l·i~!"or-cla -E'd1.-sw,:,··~'" ,; 
Company {Ee~ison·r,- ·shall':be:used,: 'riy~:thos'e ttti1~t=iei: -tilitii: 'i'ti!-'ineT' ; ~. 
ore-er-"o!"'; 'th~::s- 'COmit:i"ssi~ 'to btt't;·~ ~- 'in any e:ve:t.~,: -t'or ~ li!:ui1nU:i' "'o{; 'siX' . : .-. -

" _ ..... • r • ,-.0, ~ ~- -~.' _.,.. • -I _ ... -... _.. -I" _....... ".. r- .. ~. r ~', - '........... ... _ ," ,. ":,' "", , '. ,.. _. , 

mon·tb:s -·ana·fo':" .a;' maxim'.l!t' o!.·· twO" years:' afte:" c'the~ e~!"ec'ti veda~e'or - _. ~ 

tb:iso!""~er.·-5oW'eve.::, 'i:l~ exer·ciSi:lg>~hose:iaYm~ni;op~iollS· un"der-~; ,,~, 
. .... ~ ". - ~ '"- _ .... {~ '., , ... ~ .. _ - . ,. N' , .. "".-' ... ,... . ~ .-- ~ '~ .. -, ..... 

St.and·ar(j-- Of!"e:- ~r~ the !'oll'owing !"'es't.ric~ions otcond~ioD.s shall' ~"- ~ 
... "i'" • 

. - ::a-" QUali~yi~g'rai1iit1es :CQFs~r who~ i::--e~':, :., :.:: :~. ,-.::: ~ :,',.: :: -:- .: :,. 
under a power purchase co:o. t.:"ae;.; :~-:i,tb:: a~ ,: _ : : :: :.' : -: ' ::.-::.--: :' ':", 
utility, eit.her a contract unde:" a -
standard offer or a :o.onstanda~d 
contract, shall not enter a contract 
base~ on Standard O~!"er #4 until thei~ 
existing contract. term is up. 

-- $5 .-
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-b.;' Only';'QFs wh6:a~e --not unde~::contract: -,,:: " 
an4 who have :tlot :'eompleted' _:tlleir .- ': .: :- ~ : _ "~ .~ : .,:. .- ~:- ': -:" : ::: ,:- "":' ~ 
facili~y as of ~beef!ective -da~e o! 

, this -order mayelec~ ";Payment':-Opt.ion ~ ~ .<:~, - ~,'" "~ 
... /12 .. ~ ," ~~ ." -: : ~ ., .. "": :.~ .~. .""'~'::~~: -, ~ '~t'" -... : ,.; '. - - ~ '. ~.. ' .~ .. >:. :;. .:.. t, = '.~: 

-c. ,-The ';regulatory::autbority" :-clause:: in ":-"",, :~:;":'::S';~ ::7": 
SDG&E's and Edison's Standa'rd O!fer 4'4_ 

-:shall::":l)e-elinnated.' -, --'~--: " --, --' '::,".:,:-:'::::-',:":: '- .. 

d. ' 'QFs'who~enter:,'con£ra.cts:under::Stand.ard'< '::-
...,.. - ,. ~ .......... " -

__ ..... _ 'w _,' :. _ ... '-.; ... , 

,~Ofrer.:#~,_will~,no~,:be:allowed. to-':~witch~:: _::- ,­
to a subsequent version.of S~andard _ 
Offer 41' 4; or to:' other standard.' or : ..: - . : - ,,-- ~. :,:"':: :":: -:: -~ .:: 
nons~nd.ard':co:ltracts" until-,tb.e,:term~ : .. ~_ , "~" ,_: ,~:-:'_::7.,: ~ 
of ~beir contract is up. 

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

e. ,Payment, Options~#2'and~~3_:shallJ>e" __ .~'. 
extended -and. - exercised v by u~1li ~ies' !'or" . " 

,a maxim=·:,~erioa:':,o!" o:le:year,:a!'~er':t.be_: ",-: 
etfec,tiye. date ,of, ~his o:-de:-. ... ~.' ,.., .... ~ _ ... ~ :".0;/' 

- ~'w"'. • _... ..,~ ..... ' ~ .... • ...... • .. ..... _ .... ' ~. ....' .. ......... ' ...... _._. -'.' » .• ' 

f. The termz in St.anda::-d N Offe~ , f.l5;, Opti~ns, . ' _, ,,_ ~ ," -~ 
~JJ., Op~io%ls t,,'throu~-41'3;-'are-subject' ,-------" .~ ., 

'~o'- change,,·and-::-etroact-ive:app!ieatio!l_>::' ~ :''': _ -:' ,_ 
in., ,c9n~,~a~ts. signed._ by '. :Oo~b. par":.ies,. ___ . ' __ , ." _ ~ _ ._ 

. a!'t.er t~e~ e!"'!ective c.a't-e of a- d.ec!.sion~ , . , - ".~- ' ~ . -
,in k. 82-03-26~ et-:: al,.:. and. ~ depend.in.g O!l~ ~ -: .,: "': :".7' :;:)- '_; -;c;:: ",­

the, o)lt.,come_ i.n":.ha~ p'!',"~c,eeding-, ,,:---1 ~~ '~" ,,_ _,, __ ' _ , . '. _" 
respect"--to:'-' ~'- .. '-'---' ., .. ---- , .. " -'-"'-'''#'-~---'-

, .. ~ ", . :, :'-;-:: :PG&:;-" s': line: loss~' faetor'=' ~ ,,---:: ,.' -" ,',-:. '1,,::": ~:.: ~~, ,~; 

g. 

. -- 2:' . Inter-conne'ctio~" ~roVis1ons:"': -­
_ invo-l-v1:l.g" !'u,t-ure-: lines:- and: ,: : 

S ys t-em" upg:-ades,. _ ,.. "_,, '. 
__ •• '.1 •• " ....... _ .. 

Insu'rance._ , ' ' 
3. . . .... - ,,",, 

... ". .. , ,..... ~. .. -~. .. ~.. .-.'. 
Righ~ ~o first refusal and 

; right:' t:O': ",ptrrcba.se-"' ,- . - - ,'~.: 
4. ....,... ",'.. ..... ... '''' ,~ ., ..... 

.. and.a'ban,(1onment:.,·· _"~ :::~ :.: T ~ •• .,. ........... _. . ., ~ '- T_ 

·Fo:"co-%ltracts,~.~igned:",_by·'b:O}:-h,: parties, ~ ._ 
(QF and uti~i,~Y) ,Prip_rto_ th~ e,~f~e_c_~iY'e_,~ 
da te or a decision on- the' above' te!'"mS-' .-
in A. -8:2:-,0:3:-2:6-- -et "·a-l •. --:t-he: QF,: has; -the:. . ": : ~; : ,~: 
option o~ d.eciding to keep the te!"ms.a-s::::­
set forth in the signedcontrac~ 1~ tbe . 
QF no~~:f:..esthe: 't:ii~li'tY:oi":' "~bis:: -~:. '-:':-:'" 
deCision in' Wr'i t:fn-g' Vi t'hin~ "3'6'~days ~ ,,~ :.~.: 
after the- :effeetiVe 'd'~e~ -ot·:th-e= -': ::. - ':-':>:, 
Commiss!.on 'dee1s1on:ori A-~'8-2:'~3'::26~""~ -: -,:~: 

,-.. ,. " : , ..... ,. ~ ~ _ ••••• .. ,'" • ,... _ ~~ ,,~, Or 

PG&E shall use a~ -'5%-dis~coun~- rat.e' -~or 
i~s levelized pay.=ent stream und.er 
Option #2. 

- 56 -
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Any other orc1e~ec1 ... changes to_Standa:-c. Offer 44 will be for 
· ... ·r~_ ~ ...... u_'_ ." ~-n_ •• ,.o_" .,. ......... ~,.",.. 

prospecti ve application only:, in :'Ilew :co:::r:racts ~": .~. :.'": '.. : -:. 
~~.... .~....... .0 .... ' .. __ .'. pO- At " _.... ,,_ ,_ _ •• __ " ,. r , ..... - .' 

2. A QF which e:c.te:-s~a ~.cotlt:-act.-.und.et'Stanc1a:'c10t;!er.<.f1lj., as app:,oved 
- _ ,.... -" .~ • . ._.. ..• ~. .......... . .,.. _ n. "" 

by this o:-c1er, may not sWitch to another cont:'act until 'the te:'m of 

its Stanc1a:--C: Offe:-- ~f4contracthas~exr>ired,,;or it-::has te'rminated; if a 

QF terminates early oyb;~aching'tbe ~co~~~~~~.~tb.e~~~fif~y is under no 
obligation to enter.~a .new-contract -or_ to ... purchase,.. the"QF's power 

• .... W',' '; __ '., _ ........ ~ r '....... , •• '" _ .J" _. '0 ...... ... 

until: (1) minim~':·d.amages are:paid~1!":a~I!'dr.~1mu::·'damages clause in 
the contract is apPli6abiei:6r'~{25~!!-~the;~'ci~' rib':ip~li~able minimum 

_, . ..'...J. .. ~ . ......... """. ,.... . -r .~ 

damages clause, unt1!':!'oreseeabl:e damages -:have-been.7paic1 t.o the 
.., .', ... - ~ - ,. - .. I" _ , ... - "",- - ., t· .-

utili ty.. The payment of mi~imal' damages-shall -- not' d'iseharge ~be 

b:-eaclling QF t'rom~ultim~t~-=?aYm~nt:or.io~esee~Sie~d.amas.~s caused by 
.... .i"~, ~ _'. __ ......... ~ ..."_ ., .e,~.... _ ~ .. " .4." _ '.' ..... • ~.,. .~ 

the o:"eacb. Utilit!es;'o:::l:bebalf 'ofthe:!;:,-rate.?ayers.::; shall 
vigorously pursue recove!"'y of' aii !o;~s~eabie~ da:nages'~ in the event of 
a QF breaching a p~~e;: ;u!"'.Cbase': ~;n~~a~t": ::: ~ ~.:. : ~.: ~,~ : ~:- " 

3. P!"'ices paid~;o:QF;~~orp~~~~~PU;Cb.as~d~~nde~:St.andard Otfer 
• ,_ .......~, ...;......... ,~. ,",,< "'" .... " • ,'" 0 • ...., _ _ .... , _ ..." 

4f4 provisions, anc_ con~racts as' under- any~ stancfa!"'e" .O,t'!.er-, wi1'l be 
, ..... .-. .. '0. ... ..~ '.' + .., oJ '" .... • ........ ,..J _ ... •••• ~, _ __ ." -.I .. ,! 

:-ecovered th:-ough t.he ECAC:: balancing, aceount-~- an6 any collection the 
utilities make with :-espect'~ tOo ';e~o;e;'i;g~o!": da~ges:o'; called on 

• _~. 00-....,." • 

secu:-it.y shall 'be creeited~.to .. that balancin.g account. However, 
",#"...,,-,. ~~-. ,-~- ,,, ............ .. 

utilit.ies will De sU'b~e?~::~o:E~A.C,: ~~~e!:l~~~~g.: a~ju~~ment if it is 
demo:::lst.rated they did-: not·~ d-:.ligeu:t,ly: en!"0T"ce·a11 cont:'act p:'ovisions. 

1.;. Anothe!" p!"ehea:-i:).g confe~e;c:e:: sb'all :~e s~heduled and belc1 ... ' .. , .. _, .- .... ~ 

be~o:,e evidentiary hearings begin. !t.s~:pur'?o·s'e will De to det.ermine 

the orde:- in which is:~>~>es- '~liali~ .b~~;:~dr~~s~~.~ :~ates !'or excha!lgi!lg 
prepa!"ed testimony, anC: to set hea:"'in'g:<dat.:es:;.' . The issues that. shall 
'be addressed as ea:-1y·:'a,s--:pOssib-le'.: 'in·:: 'evi<1:en't:iary:: ·be'a!"1.ngs, and ioI'hich 
we may address by'"a;.~S~~;' ~:~ri;:. ~~'i~; ~ ~ :~!~(: ~> :.~" ,:.~." . ~ 

a. SDG&E' s' :f¢:,eeas't: O-~: ~:lergy" p!"O<:1uC:t-1on." -:-
coS-t-s .. c; .• : " -' :' -..: ":: 1 ~< ::,' - >~.:.: ',,_. . . c. • ~ ~ :::.~ -; C.: 

'b.. fJhetbe'; '~ne:> i;'v~ii-ie'd -:-e~e;gy: .pike:~~': . :" :,~ ':: 
.. ..( .;,.- .', ... , ....... ," u,;,.. ... ,.. ,..; "... . H. _ ~. • _ and. ... he _nc .. emen.: ... a_· e:::le_ .sy., .a ... e- ,"" .... ~ 

payment opt.'lo'n's. :ShOuld be', ~e:xiended .... -: . 
~or Standa!".d: o.!'rer:~4. 'beyon~ ,~!ie., .one .. ~ ,. 
yea!" p'e:-lod 'a's 'o-:--'de:--ec~ ·.a:Cov'e'." --

.... _.. , .... " - ....... ' ~ -- ,. .. ~.. ,. .,. ,...:: 
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5. PG&E, SDG&E, and Edison shall con~e~ among themselves and 
with ou~ s:a~~ to devise uniform Standard O!~er #4 contract lan~~age, 
except for the very ~ew teres which must ~ utility speci~1c due to 
di~!erent operating characteristics. !hey shall jointly submit their 
proposed uniform contract language as a compliance filing in these 
proceedings within six months from today (making the ~iling With the 
Docket Of~ice and serving all appearances). Their proposed uniform. 
contrac: language shall not De effective or used in contracts until 
it has oeen approved by this Commission. 

This order is effective today. 
Dated Se";:)t~mber 7,1983, at San FranCiSCO, California. 

I abstain .. 
/s/ ?RISC!!.LA, C. G~, 

Commissio~er 

LEONARD M. GRIMES, JR. 
?:esident. 

VICTOR CALVO 
DONALD VIAL 

Com."'nissio~e=s 

Com.~issioner William T. Bagley, 
oeing necessarily aosent, did not. 
participate. 
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Applicants: La~~y c. Mount, Atto~ney at Law, io~ Southe~n 
Caliio~nia ECiSOr. Cocp~~y; Wayne P. Saka~ias, John R. Asmus, 
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Tosco Corpo~a~ion; Nossa:an, Guthne:-, Knox & Elliott, by Pete~ 
C. Eoi'!can, Attorney at z'aw, ior Ap::?lied :?owe::- ~ecb.nology, !nc.; 
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