
;u..J/js 

• 

,.e 
:Jecision __ 8_3_1_1_0_4_'_ NOV 2-1983 

.. 
BEFORE THE ?cs~!c CT=~:T!ES COMY~SS:O~ OF T~ STATE OF ~:FO~~!A 

Applic~tion 0: PACIFIC ?O~~R & LIGET ) 
COMP~~ :or approval 0: ce=tain ' ) 
st~dard offers ?ursu~t to ~ecision ) 
82-01-103 in Oreer !nstitutin; R~le- ) 
:nakin; No.2. ) 

A~~lica~io~ 82-03-6i 
(Flied Xareh la, 1982; 

a:nenc.ec. ::1ay 5 , 1982 
~~c. J~ua~ 24, 1983) 

---------------------------------) 

' . .. 

(See Decisio~ 82-12-120 for a??ea=~~ces.) 

Geo=ce ~. Galloway, Attorney at ~aw (Oregon), 
:0: ?aci:ic Power & ~ig~t Co~?any, ap?licant. 

Matthew V. Bradv, Attor:ley at !.a~ ..... , :0: A.:cata 
L~= Compa::.v ; A:'~hur c. Feca:l, :or C? 
~ational CorpOration; and x~cholas R. Tibbets, 
for Cong':'ess::na::. :;ouq1as H. Bosco, First 
Con;ressional Dist=ict-Califo~ia; interested 
parties. 

Bria.."'l. T. C'raea a.."'l.c, Lyn."'l. ':'. Carew, Attor:leys at 
Law, ~d ~O~"'l. Qui~lev, :0: the Co~ssion. 

1 -



A.S2-03-67 ALJ/js * 
• 

·e 

Subject ?aee -
INTERI..'1 O?I~ION . . . . . . . . . . . . .. . . . . . . . .. . . . . . .. . .. . . . . . . . . 2 

2 

2 

I. 
II .. 

BACKGROm.." 
S~..AR.Y OF 

. . . . . . . . . . . .. . . . . .. . . . . . . . . . . . . . . . . . . 
nECISIO~ ••••••••••••••.• ~ ••••••••. 

I II. • ISS'O'ES ........................................ .. 
IV.. OE'l'ER.'1:NING 22&:::' ' S AVOIDED COSTS 

FOR PURPOSES OF PRICING OF ?o~~R ............. . 
A. PP&L's Position ...•.•.•••.•........•... _. 
B. Staff's Posi~ion ••••••••••.•••••••.•••.•• 
c. ?osi~io: 0: Co:g:essman Bosco •••••••••••• 
D. ?osition 0: Arcata, Inde?e~den~ E~e=sy 

Proeucers Association, a~d Sta~e 

~ 

5 

6 

Solie Waste ~~g~ent Boare ••••••••••••• S 
E. Discussion .............••....•..........• 9 

v. ?A~T O~IONS ............................... 12 
Pay:ent St:e~s and Biomass Fueled QFs ••• 13 

VI • OTHER ISS'CES AFFEC'!'I~G 
PRICES PAID TO QFS ............................ 14 
~. ~ine Losses •••••....•.••...••.••.•••••..• 
s. Higher Ca?~ci~y ?ay.Qents 

to Dispate~le QFs ••••...••.•••••..•.... 
VII. SPECIFIC CONTRACT :ER.'1S •••••••••••••••••••••• 

14 

15 
A. 
B. 

C. 
o. 
.... .c.. ... -

Scheeulee ~i~~e~a:ce ••.•••...•••.•..••.. lS 
I~terconnection and 
Re:usal to Purchase 

Insu:~~ee •••••••••••• 
. . . . . -. . . . . . . . . -. . . . . . 

lS 
16 

Assiq=ment Without QF~s Conse~t •••••••••• 16 
Capacity Payments and Pe=:o~ance 
Requi=ements ..••...••..•.•.............•. 16 

i 



Subiee~ 

't" .. . 
G. 
H. 

Te~ination Provisions, 
Secu:ity, ane Penalties ....... _ ............ ill' ... .. 

??&J:.'s Force Majeure Cla~se .••.•.....•..•... . .... .. ~ .. eve ... l.:a .. l.on . . ~ . .. . .. .. . . . . -. . .. . . . . . .. . . . . . . . . . . 
VIII. STRO'C':t1?S OF PP&::.' S ?~O?OSED 

Pace -
19 

19 

20 

S"I'~D1;..~ OITER - ..................... .,...................... 20 
IX. !~"'!'E:.~-JiJRISOlcr!O$AL AL:'OCATION OF 

?RICES ?AIO BY ??&L FOR OF ?OW~~ •••••••••••••••• 21 
X. E..~ECT OF ??&I.' S STjU.."DA?J) OFFER O~ ?R:CES A...'i..) ;,;. 

TEP,xs OF ZXIS'l'I~G EXEc=TED CO$'I'AAC':'S .";:l.'E QFS ••• 23 

XI. NEED FOR ~HER R..."C"V!EW ~-o ?ROCC~ ••••••••••• 23 
Fine~gs 0: Fact .•••..•.•.••••••••••••...••.•••.•••• 

Conclusions 0: ~aw •..••.••..••••.........••.••..•..• 
. . .. . .. . . . . . .. . . . . . .. . . .. . .. . . . . .. . . . . .. . .. . . . .. . . . . .. .. 

.;- ~ --



-e 

A.S2-03-67 ~/js * 

... ... . BACKGROm-.'""O 

T~is p=oceeeing involves the application of Pacific Power & 

Lisht·Comp~~y (??&~) to have its proposed st~da=d offer for power 
purchase contracts with qualifying facilities (QF) approved. Our 
decision (D.) 82-01-103 directed PP&L to file t~is application. 

HearL.~qs were held on FeJ:>r.:a:y 23, 24, 25, anc. 28 a.~d Y..arch 
1, 2, ~~d 3, 1983 in ~ Francisco, ~!o=e A~~inistrative Law ~udge 
Sara S. ~yers. Seven witnesses testified, and twenty-fou: e~i~its 
were received. Briefs were filed by ??&~, staff, Con;res~a.~ Douglas 
Boseo (Boseo), and jointly by ~eata ~~r Compa:y, :ndependent 
Energy Proe~cers Association, and the State Solid Waste ~ag~ent 
Board (Arcata et al.) • 

particularly on ~e issue of how PP&L's avoieed eost s~ould be 
calculated and placed into a ?a~ent stre~. 

II. S~~~y OF DECISION 

Based on 22&L's operating characteristics, this decision 
adopts three standard offers for 2?&L to use in purchasi:g OF power. 
??&L shall ~end its proposed standard offers so that the following 
pay:ent stre~ are provided: 

"--

1. Standard offer #1 (as-available) is based on 
actual avoided costs in e/k~~ comprisec 0: 
PP&L's short ter:o. opportunity COSts (to ~e 
recalc~lated as proposed ~y staf:); with the 
eapaeity or shortage cost component being 
~sed indirectly o~ a gas tur~i:e proxy, and 
the energy pa~e:t being the di::ere:ce 
~tween t~at $hor-wage cost and the overall 
opportunity eos~. 

2. Stanea:e offer #2 (fi...~ capacity) is like the 
as-available sta:ldare. offer except that it 
requires that the OF meet the eelivery ?ar~~ete:s 
set in this order. The capacity/ shortage val~e may 
be fixed (based on forecasted val~es) :or ~? 
to five years. 

- 2 -



A. 82-03-67 

S~andard offer ~3 is a projec~ee fixed 
pa:r.te~~ stream for :i~ capacity a~d e~erqy 
!o= five years. Af~er five years, ~he OF ~ay 
sell power under ei~ner ~t~ndard offer. #1 or 
#2. However, ~wo capaci~y pa:nner.t o?~ions 
a:e provieed curi~g the five-ye~r fixed price 
te:ro: 

a. Both co:por.en~s 0: t~e pa~ents, 
ca~acity a~e ~ne:gy, ~asee or. ~he S-year 
forecast, or 

b. The shortage cost c~?Onent can be 
levelized over the fixed price te~ 

~his o!:er also requires ~~~ the O~ meet the 
c=i~e=ia for :i== capacity set in this oreer. 

We are not prepared, on t~is evidentia=y recore, to aeopt a 
st~~dard offer based on ?P&~'S long-r~~ avoidee costs. 

This eecision s?el1s out change$ tha~ ??&L must ~ake both 
with respect to how its o??Ort~~ity and shor~age costs are eerived, 
a~d specific cont:ac~ te~s. The pro?Osee standard offers 
incorporating ~e ordered changes ~~st be resub~i~~ed by ??&L • 

. ~ We do not aeopt as ~ m~im~ price the 6.S¢/k~~ as u:ged by 
Bosco and other parties. ~~~ gu~nti:ication 0: ?P&~'s avoided cost 
was s~i~tee a~d ado?~ed in !98: i~ co~~cctio~ wi~h eval~ati~g the 

prog=ams. ~ha~ 6.5¢/k~~ figure =e?=ese~ted a~ a~craqe of ~he (the~ 

?revaili~g) esc~la~i~g forecast 0: avoided costs, a~d ~as never i~~e~eed 
or developee to represent a :irst year ?=ice or short-rur. pa~ent 
~~ream. Pu:the~o=e, that average figure was based on earlier cost ~nd 

reso~cc pl~~i~g ass~?tions that are no !onger valid. 
We anticipate ~hat so~e pote:tial OPs ~ay not" think the 

approach to valu~q OF power in this decision re:!ects a high enough 
value, pa=ticularly in comparison ~o the shor~ ~er.m avoided cost prices 
?aid by otr.er electric utilities. 

- 3 -
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4It QFs who ca::.c~ o?e~a~c u~ee~ a~y 0: ~h¢ s~~~e~=cl offers 

aeo?~ecl ~y ~his decisio~ ~ay ?u~sue a ~cgo~iated ~o~-sta~ea=d 

co~t=act with ?P&~. 
... ...... 
~.-. ISSUES 

!'ol:i.o'W:::ng ca~ego:-ies: ( '1) ho',; s~oillc. ??£. s avoided. cos~ ~e 

co:::::' -:;:e!l~S; (2) hc.., $::'0-.:.1:' pa:i=e~~s be ::ac.~ (~. g •• 1e·/e::':a:~:'0r. 0:­
no":); ~~d (3) sp~c:'~ic eo~~:,,~c-: la~~~aee ~ues~ions. We will ade~ess 

IV. DE~3~~:N:SG ??&:tS AVO:DE~ COS:S 
?O~ ?t?~CSES O? ?2IC:SG Q? ?O·~? 

A. PP&:'s ?os:'~io~ 

??&::. proposes 'to u.se .... :.~:: a:~ ~e:::e:' i -:s 'foppo:-t~i "::J 
cos~s" "::0 ee:-ive avoided cos-:s i'o:" pu:poses o! payi~g Q?s i~ the nea:" 
-:e:-:, 0:" ~!ltil 1991 t because it has a!l a~!lua1 average capac:'''::J 

tts~:-p:us o~ 422 MW. ??&: e~lains: 
~!~ ~he presenoe o~ a surplus, ~o ~h~ ex'te~'t 
addi~ional ~owe: is :a~e avai:a~le 'to ?aci~ic, i":: 
C~~ be: (i) used 'to e1s?!ace exis"::ing :"esou:ces, 
(2) sold a't wholesale 0: (3) ~sed -:0 :-educe 
purchase~ pove:- cos'ts (Ex. 82, pp. 5, 6). ~he 
val~e o~ suc~ ad~:~ional pow~~ !s ~he~~~o~e . 
app:-op:"ia~~!y :e~~~ed ~y dete:":i~i~S wha't 

.; -
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savings can be ~njo1ec by cis?laci~g an exis~ing 
supply, or w~~~ reven~es ca~ be ¢~=nee ~rom 
aeeitional wholesale sales. ~hrough i~s IY2ACT 
Y.oeel, ?acific has :orcc~s~ce ~h~se near-~c~ 
'o~~rtuni~v cos~s' ane averacee ~~C~ on an 
annual basis in oreer to eerive ~voided cos~ 
prices to be ?~id California quali!ying 
facilities ~h:ough 1990-~ 

B. Staff's Posi~ion 
Staff is in conce?t~al agre~~ent wi~~ ?P&L's o?port~~ity 

cost approach, out it would ~??ly so:e cif=ercn~ inputs or 
assumptions underlying the calculation, wh~ch a:e essentially 
re:in~~e~ts. It thinks ?P&L's o??ort~~i~y cos~s ~~y fairly be 

:::.easuree. by the price ??&L WOl:o.le receive tor resale and in arriving 
a~ those projec~ee o??Or~~~i~y costs PP&t should reeo its 
calc~lations to L~co:porate ane recognize ~he following factors: 

1. 

., ... 

?P&L's contract wi~h the California 
Depar~ent 0: Wa~er Resources (D~~) shows 
PP&L will receive 3.l2¢/k~~ :or ~wer sold to 
Dlf..? t.'"l=ough March 1, 1985, a.~e :-.ot. 1.7¢/ki."b. 
(as usee in ??&L's ?rojec~ior.s). !f OWR 
ult~ately exercise i~s op~ion to extend ~he 
cont.:a:t for one year, PP&L wo~:e receive 
3.12¢/kh~ ~~ou;h 1966. 
PP&L's projected o?portu~ity cost.s should 
reflect, at anv civer. ~~~e, ac~ual w~olesale 
rates cha:qed l~-~y ~~e B?A. Al~o~gh ??&~ 
ass~ed a 5.15% annual escalat.ion t.hrough 
1990, SPA ~ay, a:~e= s~mission 0: t.his 
proceeding, be changing its wholes~le 
rates. 

Staff ?Oints ou~ an 3ppa=or.t inconsis~ency ~n ??&L~s 

approach t.o pricing and valuing QF power: 
"Finally, staff not.es that P?&~ proposed a ~uch 
higher :igu:e ~han i~s OP?O:tunit.y cos~s {6.5¢ 

-The yea: 1991 is ~~e ass~~ee on-line date :0: ?aci:ic's "avoidable 
:eso~rce"--Wyodak ~o. 2. Pacific's pro?oscd avoided cost. p:ices fo: 
1991 an<! beyond reflect these Wyodaic ~o. 2 costs (1'r. 4226, ':227).M 
(?P&L's brief, p.3) 



Per ki10wa~t-hour) :or use in eval~a~ion 0: its 
co~servatior. ?rogr~~s i~ Califor~i3. <Pe~i~io~ 
for Modification 0: D.91497 ane D.92655, filed 
Nov~~er 2, 1981.) :: mcasu:es leading to 
:'ec.uction in de:nanc. in elec~:::icity are cos~­
e:fec~ive £0:' the utility at 6.SC ?er kilowatt­
hour, why c.on't f~~c~ior.ally ineist'::"nguishable 
increases in electric supply =:::0::1. Q?s allow'??&:' 
to avoid cos~s to t~e same deg~ee?" (Staff's 
brief, ? 6.) 

We agree with our staff that the inter-relationship between avoided 
costs used to evaluate the long te~ cost-effectiveness of 
conse~·ation ~easures, and those usee for v~luing and pricing OF 
power, should ~ contin~ally and carefully evaluatee. This ?Oint is 
disc~ssed ~ore =~lly below. 

Si~~ ag:ees with ??&L's allocation ~o 'c~?acitj'o~ a 
po:'tion o~ Op?o:'~U!li t"] cos~s ~t:.t i!ls·t~ae.. o'! allocatir.g 2;~ :to 
capacity? sta!~ ~hinks it shoul, ~~ ~8~. (S~~f o:'ie!, ?- ,.) 

expec":ec. 
(1~91) shot:.:'c. 

~e!lect p=ices associated wi":~ the ~ig:.e:, :a:,g:~a~ cost =es~lti!lg 
!:o~ ~ha~ ~lan~. ?~io~ to 1991. a:d !O~ sho:,~-~e=~ co~~:,aC~3 
te~mi~ating ce!o:e 199', staff ~g:ees wi~~ ??~ tha": p~ices shoulc oe 
based 30~ely on oppo=t~ity costs, wi~hout =etlect~!lg the ~yoCak !: 

c. POSition o! Co~g~es3:an 303CO (308CO) 

30sco st~es3es ~hat A~cata L~be~ Co:pa:y's wood was~e 

?lant is now closec., t~e econo~y in Del Norte Co~tj is poor? ~d i~ 
prices a:e ava!la~:e !ro: ??&L to enacle ~he ,lant's =eo~ning it 

- 6 -
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• 
c01.!le leae -:'0 as :na.."'lY as 25 II eiree-:. jo:Os.» 

4twoule s~~~ ~:om ::lore jo=s a~ci from ~o~ ~~vi~g ~o t:uek and =ur~ 
wooe was~e a~ eisappeari:g was~e s~-:.es~ !: :es~a=~i~g ~ea~a's ?:ojec~ 
were "pa~e~tly ~eco~o:ical a~d signi:ic~"'l~ly co~~=i=u~o=y ~o 
i~creasee elect=ical =a~es," Sosco concedes ~~e p=oject'should be 

viewed aska~ce. Bu~ Bosco cites the test~~ony 0: Tom Ducey, who 
pointed out tha~ i~ aeei~ion to provieing ??&L ~ergency :Oack-up 
power, the S ~~ Arcata facility represents only a "tiny e:op" i~ 
PP&L's pool 0: e4pacity sou=ces. 
Arcata :::o:'e ~an ?P&!.' s average syste: cost, ~='e:e woui~·~·Se a 
minuscule effect on :a-:'es, pa:tic1.!la:ly comparee ~o potential ~~?acts 
such as: cos~s of ?P&~'s eonse:va~ion ?rog=~s, the 1981 Economic 
Recove:y ~ax Act (which requires nor.:alization of ~x savi~gs) ~~e 

poss~le a:oa:eor~en~ of nuclear ?Owe:, projects. 

T~e p~ices paic. QPs sao~:e, aeeo~~i~g ~o 3¢seo, be ~~e sa:e 
as ~he :a~3i~a: cost savings ~el:'e~ o~ by ??~ anc. ~~is Co::iss:'on 
!o:, eva2:.:.a":ing a.z:.c. app~oving cO:lse:-·,s:::'on p~og:,a.::.s, · .. h:'eh has bee::. 

.. 5.8~ ~c., :o~e cu:-~e~t:j, 

.. F:-o: his pe:spec~:'ve: 
"~~e W~O~A a--~~~~~e~- .Is -~~'~·sc~~- 0' ~o~-~ _~ - ~~ •• ~~-~ ~W _ ._~~ __ v~~ - ~ -~o 

" 

b~iness wi~h a skill!~l ho:-se,,:~aee~ who ~po::. 
be:'=.g a.s~ec. how :~ch is the ho:-se vo:-":!l. p:,o::.:?~lJ' 
"'''''''''l~es f!-e -O'~ b''!-;rt ....... 0- SP,.,.1"'3'" ";10 .... ?':IJ:.-... 'V"r. , ~.. J ..... -.: .... e,.. - ........... -'0.. •• ....';);..J 

• -'s a 0" 5'" .... "r o· .. a-- ",.II' .... o'~· -e ........... .( ........... c.~ 2"'~':a 
.. '" • 'tIooo ..... ." til -~ J ..... rIIfI""'J ."0. ~ ¥-

ki:owa~~ i! yo~t~e selling. 
In sho:-t, :.~ we con'~ co~s:.c.e:- inves":in; 

":oeaJ' i~ s:all powe~ p~oe~ce~s a::.d coge~e~a,,:o~s 
s~ch as Arcata, ~hen s~ch alte:-native ,owe~ 
so~~ces will ~o~ eco~o:~c :-easo~z ce~~ to c~i~~ 
a:lc. we will ceec. to ~es~:e buileing ~he ~is~J' ~~e 
expecsive big baseload plants wh:'C!l a:-e ~:-esen~lJ 
~uch o! ~he ca~se o~ ou~ ve~ expe~sive ~a~es." 
(30sco's b:'ie~, pages ;-6). 

i 



?osi~io~ of A~ca~a~ !nde?~~dent 3ne~~~ 
?~od~ee~s Associa~ion. anc S~a~~ 
Solid Was'te ~lana~e=e!':~ 302.:-~ .. 

These pa~ties~ who ~~led ~ join~ b~ie~, :ake ~any o~ the 
s~e points ~osco does. A~oid~d COS~$ shoi!ld be deter:!ned based on 
a coal p~ant, they ~o:'t~~d. because tha~ is clearly the ne~ base 
load resource P?&t will even~ual:y build. Jzing a coal pl~t to 
de~e~:ice ??&1's long-~un inc:-e:e~tal a~oided cost. and appl7ing 
'those cos~s to p~ice Q? power would, they co~tend, be only consistent 
with 'the approach this CO::ission has t~en with respect to rate 
deSign and evaluatino ~he cost e~~ectiveness o! conservation 
progra:s. ~hey note tha~ jus~ ~eeause sho:-~-run costs are :over than 
projected long-run costs ??&: h~s not p~oposed to ~ein$titute 
eec~ining block rates, or ~o postpone its conse~vation prog~aQs. use 
a consis~ent app:oac~ is ~he :essage !:o: these par~ies • 

... 
These pa:t.ies belie,,"e P? & L 's c.c\"elopce O??o:''t~i:;y cc s-::;, 

prepared with a comp~te= moeel, are :lawee because some inecrrec~ ~~~ 
outdated resource assCtptio!ls wer'e usee... The 70% ca?~city fac-:o: 
ass~ed and ~sed :0:' ~~e ~oja:'l a.~c. washi~gto~ Public Power Supply 
SYS-:e.1US (~1?PSS) 2 a."'ld 3 nuclea: ?la:l~s are above historical ave=,:,ges 
tor such plants; Arcata et a!. eonte~d a :o:e ~ealistic assumec. 
capacity =~ctor would, if ??&~'s :oeel works correctly, resul~ ~~ 
:educing p:'ojectec. supply :=o~ ~~ese sources ~"'le ~esult in a hig~e:, . 
value be~"'lg placed on Q~ power. We ag=ee that 70~ is tOO high, and 
will direct ??&~ to use a 60~ capacity factor, which is the national 
average fo= suc~ pla."'lts {E~~ibit lOS, page 5}. We also note ~t 
some of these resources ~ay no lon~e~ be =eleva~t to the calcula~ion 

?P&L should make ~hese an~ otne~ 

ap?~opriate adjus~ent$ to itsrC$ienal =esource p:ojections .. 
Arcata, et al., raise o~~er o~jections to P?&~'S develo?ec. 

oppor~unity costs, but they p,:,ra1!e1 ?oi~ts raisec. ~y sta::, as 
desc=ibec! above. 

Finally, 
tor ~cce-~'~~ ~~~~'s c.·~~~e'c~-e~- o~ s~o~· -,,~ ~ ]:I -.. ..... "';J - - ..)IyjJ .. \r ... :..... .... _ .... __ -- _ ~ .. 4 

costs ~r~o~qh 1990, 

- s -
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hae ques~io~s abou~ ~he =easo~able~ess 0: P?&~'s p:ojee~io~s (B:ie: eo: A:e" .. :a e-: al., page ~6). We ear..:lO~ ag:ee, :=0::1 ou: =evieo"" 0: 
the b:iefs ~ha~ s~af: "passee ~he buek~, as t~ese ?a=ties"allege. 
Fu:-:he~o:e, give~ the eif:use sta-:e 0: the evide~tia=y =eeo=d L~ . " 

this ?roeeedi~g we :o~~a staff's b=ie: ext:~ely hel?:ul i~ d:awi~g 
co~elusions ::0::1 the ~est~o~y and evide~ce sub~ittee thus fa:. 
E. !>iscussion 

In the short te:: we th~ the app:op=iate a~q=e~a~e value 
to place on additio~al OF powe: fo: ??&~ is that utility's 
op?O=tu..'"lity cost resulting =ro::l. the ae.c.itional powe=. Theter.n 

:t r.lea:ts, ;e=.e:ally, 
the cost as a result 0: pu:suin; o~e cou:se ane fo=ego~g another • 
He=e, .:~ -- ??&:t were to bring a:lothe: gene:=ating :::e·sou:ce on li:le, 

given its cur:ent s~~lus of powe:, it would p=es~ably sell ~e 
power to another entity, ~e p=es~ly at some profit. By buy~q 
QF?Owe= in the short te~, rather ~har. c.evelopi~g a:othe= u~ility-
o~ed gene:a~io~ source, P?&:t foregoes =eceivi~g the full gross 
revenue ::=0: additional sales fro~ one 0: its gene:ation sou:ces~ 
Specifically, the total op?O:~u:i~y/avoidee cost for P?&~ is the 
ma:ginal value at whieh ??&L sells power to other utilities/enti~ies 
rep:esented by the ~WR contract prices. We co~side: this :or.nulation 
of the sho:t te~ avoic.ed cost p:iee to be gene:ally consistent with 
the ~ethoeol~ we have adoptee fo: other u~ili~ies, ~~ that it 
:ep=esents a sho:~-:~'"l :a:ginal or avoided cos~ :or the :e~ional 
system. 

Havi~g c.ecided that ?P&L's oP?O:t~ity cost is the 
appropriate agqregate value per kWh, we =ust ~ext decide how ~~at 
overall value is to ~ alloeatee ~et·..:ee:. capacity va1.ue a~d e::.er~ 
value. Fo: the sho:t te:: (prior to 1991), we adopt staff's re­
commehdation 0: 18% allocation to eapacity. BOth parties developec 
an alloeation pe=ce::.tage to capaeity (:0: shortage) value based o~ 
the relationshi? 0: co~ustion t-=~i~e costs to ~~e total cost 0= the 

- 9 -
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plant. 'l'!".is is consisten~ • ..... i .. ~!l au: development of Wvoc.ak II coal e s~orta9'e value .; ... o"""'e- .... -oc".,.d.; "''''s "OW"Vj:»"" s~a~_~ ... .:Ieve1 ope...:! ... l'-.e_' ...... _... ..,,1..:,-'_ .... "" ...... ':). .. .. _ ... , _ ... _ ..... '-. 

appro?riately reflected all 0: the fixed c!larges associated with the 
coal ?la~t. At the poi~t i~ t~e (curre~tly projected to be 1~91} 
whe~ ??&L builds for new capacity via t~e Wyodak I! pla~t, the shortage 
value is a??=o~riatcly proxiec. ~si~g the cost of a co~ustion turbine, 
followi~g staneard ineustrial practice (with the difference betwe~n 
total costs ar.d the cost of t~e co~ustion tu:zine allocatee to 
energy) _ I~ this longer te~ t~~e :r~~e, then, the total avoic.ed 
cost is represented by the full capital and operating costs 0: the 
new :csouree. 

We t.hi:lk PP&L' s "O??O:tu..'"li::y cost" ~ust be :ccalc-..:latee 
according to staff recommendations a~d allocated between energy and 
capacity prices for QFs, as discussed above and the =o:e :ealistic 
capacity factor for the nuclear plan~s anc nuclea: ?lan~ star~ up 
dates, as proposed by Arcata et al. Specifically P?&L's oppo:tunity 

4t cost prior to ~e expeeted operating date of Wyodak I: (1991) should 
appropriately reflect the 3.12¢/k~~. co~t:ac~ price with Oh~ and the 
projected ~argi~al price of-wholesale sale~ fo: the ?~ri6d beyond 
t~e eX?iration of t~e O~~ cont:act, ~~t oe:ore 1991. The ~arginal 
price 0: wholesale sales during the post-~~~ period shall reflect 

projections 0: the highest price ~vailable to ?P&L :0: wholes~le . 
sales, but in no case be lower ~~~~ the p:ice of sales to DWR 
during the last year of the OWE contract. 'l'his.ComQission will 
carefully review short-r~'"l avoided cost projections for 1991 and 
beyond to insu:e consistency with the 
Allocation 0: ~~e op?O=tu.~ity cost to shortage cost 
eomponent should reflect t~e co~ustion turbine proxy approach usee 

.,... _ .. 
by staff. For pu--p¢ses 0: ?ayin~ QPs h~sed on ~~ort-=~'"l avoic.ed costs 
?P&L will ~ required to dete~ine and file its allocated op?Ortunity 
cost biannually. 

'l'he question 0: ~o· .... to dete:tine P?&t.' s :'o~g-run avoided cost 
and ?a~ent te~s :or ~ long te~ st~~darc. o::e= is so~ethi~g we a=e 
~Ot preparee ~o resolve toe~y. we th~nk the evieentia:y :eco:e 
should be mo~~ de~i~itive and eo~?lete with respect to if a~c. w~e~ 
?P&!. will, w1thout addj,.'!:.i¢nal Q? power, c.evelo? nc· ... • sources 

- :.0 -
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of gene=ation,whe~he~ the long ~e=m price should be leveli=ed, ~~e 
wha~ types 0: sec~ity and te~ination provisions should apply. 
However, we are requiring ??&~ ~o sub~i~ ~ lS-year forecast 0: short­
run avoided costs based on the "O?po~ti!."lity cost" ::tethO<lology adopted 
herein between now ~~d 1991 (as=~ee on-line date :or Wyoeak No.2) 
and on the annuali:ed total cost 0: t~at unit (using ~ real economic 
carrying charge) :0= 199: and ~eyond. T~e ~vailabi1ity 0: this 
avoided cost :orecas~ will facilitate consistency ~cross currant 
proceedinss in evaluating ??&~'S p=O?o~ed =eso~ce aeditions and 
conservation progr~~s. It will also se~·e ~s a ~aseline for negotiation 
of nonstandard lonq te:m fixed ?rice contracts between ?P&~ and 
qualifyL~g facilities. Updated filings of this ?~ojection are to 
be submitted ~ ?P&L's general ~~te c~se proceeding. 

Finally, on the subject 0: how to value and ?~ice Q~ 

powe~, we ~ave care:ul!y considered the conten~ion of Bosco and others 
that a mi~~~ of 6.S¢/k~ ~ust be used, so that O:s are paid 
ex~ctlJ consistent with ??&~'s avoided cost las~ used to eva:uate 

4t the cost effe~iveness of the u~£!i~y's conse=vation ~nd weathe~i=ation 
?:o~=ams. We aq:ee that the correlation between measuring cost 
effectiveness of utility conse=vation programs ~~d pricing OF 
power should receive close ongoing attention. We cannot, howeve~, 
si:nply use -:ohe 6.S¢/:<~"h for pl.l:p¢ses of -:o~is ?roceedin~. T~t 

:ig~e was eeveloped in 1981, and was based on a forecast of higher . 
levels of demand, grea~er need for expensive new base load the~l 
resources, and hiqher escalating coal ?rices. Furthe~o~e, as 
discussed above, i-:o was not used in ~arlier proceedings to represent 
actual avoided cost ?~ic~s. hut rather an average of ~n escalating 
ac~ual long te~ ~ayment stre~~. :n tocay's economic envi=o~~ent 
..; .. ... is suspect, and, of course, 
in ?P&L's ?ending general r~-:oe proceeding. :n that proceeding 
recently adopted guideli~es for dete:.mining the cost effectiveness 

of utility conservation ?ros=~~s are ~eins applied. 1 !~ conclusion# 

~ See Sta~earc ?raetice for Cos~-B~ne:it Analv3iz 0: Conservation 
ana Lo~d ~anac~en~ ?ro ra~s (Feb~~a:v 19&3), ~oint Sta:: Re~=t, 
Ca ~_orni~ ?~lic Ctilities Co=oissio; and C~lifo:~ia EnergykCorn:ission. 
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usi~g 6.S¢ as ??&L's avoieea cos~ :or pric~~g QF power, or 
cost effectiveness of conserva~~on ?rogr~~s, is so s~s?ec~ 
:igu~e is so ou~dated we si=?ly canno~ usc it. 

and the 

Wyodai< ... ~ ...... 

v. ?AYY~T O?T:O~S 

We will direct ?P~~ to ~ve three st~nea=d o::ers, based 

This standard of:e= or pa~ent option is co~?rised 
0: PP&L's scort-run avoidee cost as ~isc~ssee a~ve. 
The prices will be adjustee every six ~onths, filed 
wit.~ this Commissio~rs vt~:ities ~ivision ~d se:ved 
on all parties =c~~ezting notification 0: thc~e 
prices. Specific contra~ te~s arc discussee below. 

b. Standard Offer #2 (fi~ cao~citv) 

This standard offer requires that ~he Or ~cet certain 
standards for delivery during peak d~~and periods. 
The prices a:e s~~lar to the as-available o?tion, 
except that the capacity/shortage value can be fixed, 
~sed on a fo=ec~st, for up to five years. 

c. Standare Offer ~3 (5-vear fixed oa~ent) 

=his o::e= will be ~asc on a S-yca~ ?=oj~c~ion 0: 
??&L's avoided cos~, alloca~ee ~etwee~ energy a~c 
capacity, ~e availab:e o~ly for :i~ capacity 
QFs. :: the contract is longer tha~ five years, 
a:ter the f~~ed ~rice te~ the OF may sell ?Ower 
~ee= t~e as-av3ildble or :i~ capacity staneard 
o:fers establishee toeay. This sta~darc offer shall 
give the OF a~ elec~ion with res?ect to the payment 
stre~ for :i~ capacitYi it ~ay recover the capacity 
ane energy ?a~e~t as forecasted 0= it ~y receive ~~e 
capacity ?a~e~t as a leveli:ee ?a~e~t st=e~~ over the 
S-yea: fixed price period. ~~e QF who elects leveli:ation 

~ .., --
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will, 0: cou:se, be li~le :or specific d~ases if 
i~ te~ina~es or breacnes ~he con~ract euri~s the 
leveliza~ion period. 

P?&~'S A.S2-03-67 as filed Xa:ch lS, 1982, contained 
Stanea:d Offer #3: Exper~enta1 S:al1 Power ?rod~cers Co~trac~ :or 
Gene:at~g Facilities Rated 100 :~ or Under. On J~ua--y 2~, 1983, 
PP&L filed an ~~en~ent to its a?plica~ion deleting Standa:c Offer 

No. 3. ~he effectiveness of this ~~en~~ent was conditioned on 
Commission approval ~ ~his proceeding. 

We find O~ adoptee Sta~da:d Offers ~os. 1, 2, and 3 

~o:e consistent with avoie~d eos~ ?=i:~iples than ??&L's originally 
proposed Standa=d Offer No.3. We ~erefore approve of the eeletion 

standa:d o::e= for O~s below 100 ~~ ~asee on the prices and principles 
adopted here~. 

Pa~ent Stre~s ane 3io~ss Fueled QFs 
O~~g the hea:ings, the precarious sit~ation 0: t~e ·NOOG 

waste biomass OF, unable to co::it to a long ter: contract, was 
raised. It co~es down to ~certainty about a prolonged fuel source. 
The biomass OF's fuel socree is in so~e inst~ces ~o=e tenuous tr~n 
other QF technologies. For e~?le: fossil fuel Q:s c~~ always 

. __ ~xpect to ootain fuel (at so~e priee); hydro facilities will =ave so~e water; 
~~ windpo.e~e~ Q?s ca~ ~easo~olJ expec~ so~e wi~~. Eoweve~, ~~e~e 

could be ~es~~ic~io~ on s~pp:y con~~ac~s, logg~ng o~ woo~ ~e:ova: 
f~o: ~o~es~s, ~O~ exa:ple, w~~ch ::~~ jeopa~~ize a ~io:ass so~~ce. 

?a:~ies gene~ally ag:eed ~ha~ five yea:s was abo~~ as long 
as ce~~ai~ bio:ass-fueled Q?s in ??~'s se~vice te~~i~o~ would 
:easo~ab:y ~o:esee a ee~~a!~ ~~e: sou~ce. We ~hi~ the p~ice 
ce~~ain~y ex~en~ec by ~he 5-yea~ !ixe~ p~ice s~~~a~~ o!~e~ adop~ee 
~oeay sho~ld ~e a??ea:i~g ~o bio:ass Q?s (~d pa~~ieula~ly A~ca~a's 

M 

3eca~se we a~~ ~ot 
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??':C~S ?~:D TO Q?S 

~O~ ~e~uci~g losses o~ i~$ ~~~~s::5sio~ ~d c~s~=i~~~io~ li~es cu~ ~o 
Q? gene=a~ioc ic?u~s o~~o ??&L's lice ~e~~o:~. S~a!! co~~ectly no~es 

tha~ ??&: ~ad no st~dy ~o s~ppo~~ ~~$ posi~ion~ a:~ ~~at ??~ a~?lie$ 
a 10% loss !ac~o= ~o ~ete::i~e the e!!eet o! ~~~~s=issio:. li~e losses 
on wholesale powe~ sales, 11.2% !o: ene~gy losses i~ Cali~o=~ia~ 8.2% 
!o~ i~s en~i~e syste: ~e 6.7~ in O:egon. Obvious17, so:e li~e loss 
!acto: s!loule a?ply because ??~ will avoid so:e line loss when Q?s 
produce. Sta!! p=oposes the ~ollowing in-:e=i: solution, w~ich A=cata 
et al. also endo=ses: 

"Sta!! believes that s'Oeci!ic loss !ac~o:s should 
~e cevelopec !o:, a:c~apply to, Q?s 
i~~e:eo~ecting with ??&L a~ ~he t:ar.s:ission~ 
p:i:a:y dist=ibutio~, ~e seconea=y eist~ibu~ion 
levels. Unt:l ??~ pe=!o=~ bet~e~ s~eies o! 
the e!!ects o! Cali!o:-nia Q?s on i~s syste:, 0= 
until the Co::ission adopts a :o:e speei!ie 
:ethodology !o= ca1~~a~ing line losses, sta!! 
=ecotcends that tile loss !ae-eo=s be set a~ ;O~ o! 
the ma:ginal losses !o: the ~:ans:is$ion, p:i:a:y 
dis-e:ibution, and secocda~ dist:ibu-eio~ levels. 
(=~. 4681.) :he 50~ ~igu:e is baaed o~ the 
ass,·-....... ,( 0'" ..... ".. 0'" • .... e ave-'"'''e l"'I';Is .... ':"1 ~ • ... e .,.,....:I..,~ ... ." ... ~." ..... \#~ """'6 ,.~. • ......... .", 
loca~ed i~ ~he :iddle o~ a :a~ial l:ne. 3ecause 
0 <11' ....... e eo"'~'; _ .... 2.-.: 0'" o~ ~':>"-~ 's ·-ans-':'ss.co ... .,. v.LJ. ".~O""."';"""",,,, - .. ~ w. .......... - ... 

sys-ee: :n Ca1i~0:~ia, ~his assu:~~:on is a 
conse~va~ive one." (S~a!~'s o=ie~, page 10.) 

Gi vet! the ini'o:-:la-:ion i:l. 0'1:.:" e"'r..c.e::::.-:ia:-y :-eco:"e, we w:1: 
ado?~ s~a!!'s :-e¢o~endation. 

3. ~oI~e- C~-ac"·~ ~~~-e"'-s ...--~.... ~~ _ ... .: -~ .... .. .", 

~o D:!.s~a~c~able QPS • 

-oc ~~e ques~ion o~ a bo~us !o:- Q?s who can o?e:-a~e suc~ ~hat ??~ c~~ 
COA~:"O~ 0: eis.'Oatc~ .~:oduc~ion 0 ...... 0 oI·S g-"d w .... ~n • .... e .... o~~- Js - .... - .., .. .. .. _. 'ttl.. r ......-

.. l~ -
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:-.. eeeec.. Al~houSh, P?&!.'s ·~i "::less i..~c.ica tee ~ ... • ... ·oulc pay a 5~ highe:-..... 
capacity pay:nent to eis?atch~lc QFs, t.here a=e sor:e 1.:."'lacce?t~le 

?roposee cor..eitions: Some QFs of 5 V": • •• 1'1 0::- s=ea'ter wOl.llc. !':.ave ":0 be 
c.is?a~chable, anc. only those 1 ~fi or larger woule ~\:.:lli:y :or the 
reward. The recorc. ir.. ,,:his case is i:lco~?lc~e a~ t.o t.he basis for 
such bor.us ?~yments 
(i.e. curtaiL~ent). 

or a clear ce:inition 0= disp~tc~a~ility 
':'here:ore, we can.."'lot at. this ti.~e orooose .a '. . 

bonus based on eispatcnabilit.y nor will we allow ??&~ to :-equire 
...::' ,., .. \0.'" l.i.J.spatc ... Qw,,7J. ... ::.ty. 50wever, as eiscussee below we propose a c~pacit.y 

VI:. 
A. Schedulee y.aintenance 

Pl?&L's stancard offer allows QFs to shut. down a max~~ 0: 
30 days each year, cor.sistent with the :nax~~~~ t~e it would require 
:or coal plant maintenance. This is too opt~~istic according to 
staff, \o\.·hich recommends 3S d~ys consistent with • .... hat • .... e "have required 

~ 

:or other utilities in D.S2-12-120. ~~e scheduled mai:tenance 
, 

allow~"'lees shoulc., accordi:lg to s,:a::, :!:>e aV'ail~le to: QFs in ho..::ly 
increments-, a."ld. on a eo=.seeu-ci ve 0:- noneonsecc':i ve l:>~s!.s, and ito 
should be aee~ulated on a ye~r-:!:>y-y¢a= ~asis t.o a ~ax~~~~ of 45 
cays. We ~gree, and since this app=oach has :!:>een ac.opted :or o,:he= 
utilities t star-dard offers, this iss~e warrar.ts no :u:ther eisc~ssio~. 

req~ir~ents adopted in D.S2-12-120 for' ~checuled mai~ten~~ce. 
E. Intercor~ection and !nsu:ar.ce 

In our decisio~ in A.S2-03-67, et. al. 
offers) we stressed. the cesirabilit.y of ~king the standard offers 
as uni:o~ as possible between utilities. ~~ile cer~ain contract 
!eatures (e.g. price) may va.-y due to differences i~ utility operations 
or resources, eontrac,: ter.ns governin~ inte=co~"'lection stancd=ds and . 
costs ~~d insurance can 4nd should ~ the ~~e for all ~tilities. 
We will therefore direct ??&L to provide the s~e infor.oation 
and incl,,;.de the s~c stanc.a:d offer provisions adoptee in:' 0.83-10-093, 

- 15 -
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tt issued' ~c~ober 19, 1983, 
co~~ee~~on sta~dards a~d 

i~ A.82-03-26, e~ al., ~o gove:~ 
costs a~d i~s~ance. ??&~'s 

interco~~ection standards should also mi:ror those 
D.82~Ol-103 ~ OIR 2. 
C. Refusal to ?~ehase 

One of PP&L's wi~~esses ~estified i~ would re:use to 
purchase QF power whenever lower eos~ power is available fro~ a~other 
source, although the language ~ its proposed sta~dard o:fer is not 
clear on this·?Oi~t. For ?P&L's syst~, this could resul~ because 0: 
the ~ssibilitv 0: ~.urchased ~wer from other utilities or the .. . 
Northwest sources which could resul~ i~ lower cost power and 
curtai~ent. The potential for cu--tai~ent, particularly if the 
maxi::ltc'L possible cur-:.ail:lent is u::.io.own, is very unsettli~g -:'0 QFs. 
We have held, consisten~ with FERC regulations, that utilities can 
cur~ail OF power in "negative avoided cost~ situations. Eco~o:ny 

energy purchases are not a negative cost situatio~. To reflect 
economy energy purchases, we ~ve tried to average ~tilities' avoided 

~ cos-:. so that such purchases are factored i~to QF prices at any give~ 
t~e, ~hus obvia~i~g the need to curtail :or this reason (D.82-12-
120, page 114). We will continue -:'0 do this. 
D. Assie~~ent Withou~ QF's Co~sent 

The proposed con-:.rac~ could be assigned by ??&L to EPA 

wi~hou~ -:.he OF's consent, which s~aff t:~rks is in violatio~ 0: 
. 

from a OF. We see ~o reason for this reference -:'0 BPA and will 
direct PP&L to delete it from its assi~~ent clause. F~ther, we 
will order PP&~ -:'0 confo~ the language 0: its assig~~ent clause 
to tha-:. adopted in D.83-10-093 (A.S2-03-26, et al.) • 
E. Ca~citv Pav:ents and ?er:o~~ce Recuir~ents 

The capacity ?a~ent co:npone~t 0: -:.he avoided cost-based 
price i~ any utility system represen~s -:'he reliability related 
value of the electric energy that ~e OF sells to ~he utili-:.y. The , 
value 0: the ?Ower ..... -- te=:ns 0: reliability will ~o~allv va--v ~v .. .... ... 
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yea:, ~y seaso~, 
=ese:-ve :largi::.s_ 

0: dav . .: ... ..... acco=da:".ce 

P?&~'s p=oposed s~a~da:d.o::e= ?ays capacity prices ~asecl 
on the OF's 12-mon~h d~onstra~ed ca~aci~v :ac~o:, re~a:dless 0: when ..... ~ , 
the power is produced cl~i:g t~e year. A full c~pacity ?a:~en~ is 
received :or :atching ~he o~t?ut 0: a ~ti:ity ~e~e=ation ?l~t wi~h 
an ass~ee 70~ capacity :aeto:. Sta!: ?Oints out ~hat ?P~~ ~s a 

the full ~~ual capacity pay.oe~t should apply i: QFs C~ ?e=:o~ 
at ~~ 80~ capacity :a~or d~i:g peak hou:s in t~e w~~te= season. 

We believe that the capacity paY:lent option eeve!oped ~y 
.Arcata et al., wllile a si::lpli:iee procedure, =.o=e accurately prices 
the =eliability value 0: Q~ ?Owe:-
using rese:ve ~gin a:~lysis, should be pursued in ~e :ctu:e, we 
will at ":his ti:ne direct ??&L to =evise its sta:.e.a=d offers so that 
the e~onst=atee capacity 
is based o:1y o~ capacity 
dur~~g the winter season. 

:acto=, usee to cal~late capacity pa~ents, 
:a~o= pe::o::ance eu:~g t~e ?eak hours 

0: the a:nual capacity pa~ent :0: ?er:o~~ce ~uivalen~ to '~~ 
80% ca~acitv facto: du:in~ ~s ~e=iod. F~~allv, we direct ??&~ 

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

assist us ~ the :~ture i~ establis~i:~ ca?aci~y prices t~~ ~o:e 
aceu:ately reflect t~e effect 0: OF power in =eli~ility a::.e rese=ve 

A:cata et ale also ar~~e t~t, consister.t with D.82-12-120, 
QFs sho~le receive bones ca?aci~y ,a~ents :0: exceptional peak 
pe::o~~ce, ee:~ee i~ ~hat decision as ~ei~; in excess 0: a: 85% 
capacity 0: 
a ?:0lX>sal. 
D.82-12-120 

availaoility :acto:. O";e C~""l."'lOt at t~s ti::le aeo~-e. s'Cch 
Our adoptior. 0: a ~nus :0: perfo==ance ~ve SS% i~ 

was preeicatee or. OF ?erfo~r.ce eu:ing ?ea~ perioes 
that was ~ excess of utility peake= plant ?e=:o~~ce. The 't.!til:::ies 
in questio::. ·· ... ~'.: ... ed 0';' a.."'le I""as .r::·-ee ~e"""':""<: ·· .... .: .. s ........... ...~ ~ -.- .. ~ ........ ............... . ??&:., 
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o~~er hand, ~~ilizes hye:oelec~ric :acili~ies as peaki~q ~~i~s. 
~e have ~o ev~de~ce ~~ ~h~s record =e~a:ei~g ~he forced ou~age 
rates ~~e avai!ability levels of this type of peaki~q facility. 

Staff a:g~es t~t capacity ?a~ents sho~le be.paie to 
as-available as well as :i~ QFs. We agree. Ce~ts per kilowatt 
hour capacity prices should be derived :or as-avail~le OFs, 
utilizing ~~ual capacity values adopted earlier, divided into 
~he number of win~er peaking hours. This will allow as-available 
OFs to receive lOO~ 0: the ~~~ual capacity pa~e~t fo: lOO~ capaci~y 
factor per:o~a~ce e~ing the peak hoc:s. As ~otee earlier, :i:: 
scurces will receive slightly greater ca?aci~y prices per kilowatt 
hour, based on ~heir greater val~e. The greater value 0: fi~ 
sources derives :rom their abili~y to ~eet per:o::ance staneards. 

??&~ proposes a ~in~um kh~ per:o:=ance standare ~n co~ectio~ 
with :i~ QFs. Arcata et ale ~hink the OF should have the option 
~o select the ~n~~ perfo==ar.ce level. A OF is in the best 
position ~o esti=ate its level of min~~' ?er:o==a~ce, as ?e=:o~ance 

A higher 
~~um pe:fo~ce factor :or a :i-~ eelive~ contract will result 
in higher ?a~ents :0: the OF, so it is ~ its in~e=est to pick as 
high a ~~~~ ?er:o~ce level as it c~ co~ort~ly live with. 
Acco:ei~gly, the QF ~~eer a fi~ con~act should be ~le to select 
its ~i~~ pe::o~ce level. 

Arcata et al. point out that ??&L's proposee co~tract is 
unclear on what happe~s when a OF co~-ittee to :i~ ?:oeuction falls 
below the pe::or.=ance stanea:e. They s~ggest that ??&~'s sole 
remeey shoul~ be to adjust ?a~~nts a=~er dete~inin$ the difference 
between P?&Lts cost :0: =eplac~ent ene:qy and the variable ene:qy 
p~yment t.~e OF woule have :eceived bad it ~et the pe::or=ance staneard. 

We believe that a :in~~ pe:fo::a~ce st~ea:e should 
apply to :i~ QFs eu:ins the peak ho~s cited above, to j~sti:y 
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?e::o~~ce level ~hat a OF picks should be ~ployee ~~ the 
demonstrated ca~aei~v :ae~o: :o==~la~ion ~see to calculate ca~acitv ... .. .. .. 

?:oduc~io~ in excess 0: .the ~i~i:~ level (on a ~onthly 
basis, cal~~la~ed o~ly acco:ei~~ to the peak bou:s adopte~ here) 
should be co~pensated aceorei~q to the as-available price. ?:oeuction 
below that level should be penalizee acco=e~~ to the di=:erence 
between the contraet :i:m capacity ~e ene=gy ?=ice and the cost 0: 
securing replaeeme~t power. 
F. Te:::tination ?rovisions, 

Secc:itv, ane ?enalties 

??&L did not pro?Ose te~na~ion provisions to speci:ically 
cove: si~uations when t~e OF breaches 0= ceases ?=oeuetion~ A:ca~a 

et ala think none are necessary, exee?~ when a leveli:ec ?a~ent 
stre~ is a::o:dee. Eowever, staff thinks there should be s~eh 
prOVisions in all ?P&L's contracts. 

Si~ce we a:e only allow~~ leveli:ation as an option :0: 
=i~ capacity u:der the S-year :L~ed price eontract, we do not thi~ 

~ be in the contract. We note that P?&~ c~ sue a QF who breaches 
~~der a contract :0: :oreseeable d~ges and ove=?a~ents, i: there 
are any, ~~d we would eX?ect i~ to a~~ressively ?~sue =o=esee~le 
e~ges ~ the event 0: a OF breach. 
G. PP&L's ~orce Ma~e~e Clause 

d 

Arcata et al. ~elieve ??&L's force ~ajeu:e ela~se should 
incl~de "nonavailability 0: :uel to operate selle:'s :acility". 
Obviously this :ecomQendation Ste:s :=o~ t~e ootentiallv te~~ous .. .. -

.; ... :-.atu:e 0: ~e Arcata :acility' s """ooC waste :ue:' sou:ce. 'Xe ":.hi:lk _ .. 
is :easonable :0: ??&L t~ ~odi:y its :orce =aje~e clause as 
sussestee by Arcata et al., but to li:it t~e "nonavaila~ility 0: 
:uel" condition to bio~ass QFs. Alt~o~g~ this will result in a 
slightly di::e=e~t fo=ce ~aje~e cla~se :0: ??'L t:an other 
utilities' standard offers, we think ~he exception is =easonab:'e 
given the realities facing wood waste :~eled QFs ~ ??&t's service 
ter~i~o=y. 

- 19 -
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force majeure, discussed in D.S3-10-093, are equally applicable here, 
=or ex~~ple, a Qr will have its ?e::o~a~ce excused :0::: "~onavailability 

of :1.:el,'· !jut only to the extent th~t it exe=-:s its ~st effo:::ts 'to 
:::~~edy its ina!::)ili~y to ?e:::=c~. 
H. Levelization 

Arca~a et al. think levelization should be allowed in the 
standard offer. We are ci:::~c'ting the option 0: leveli:ing the 

capacity component if as-year :ixecl ?:::ice co~t:::act is ente:::ee, which 

is gcner311y co~sistent with s~~nda:::e offers adoptee :or other 
utilities ~ased o~ short-run avoided costs. The ?aym¢~~ ce=t~in~y 
avail~le under the S-yea::: fixed p:::ice s~anea:::e offe::: adopted today 
should be a real st~~ulus to QF dcvelopme~t in ??&L's ter:::itory. 
We note that the ~~cata facility is already built and it should not 

need levelization f:::om ~~e stand?oi~t of soliciting ~~e obta~i~g 
const:::uction financing. 

VIII. STROC~URE OF ?P&L'S ?RO?OSEO 
S'l'A..'m.tUm OFFER 

Staff believes ?P&L's st~~dard o:fe::: should ~e 
eomprehensive e~o~gh ~o info~ ?=ospec~ive ers 0: a:l ~he 
"arra::.gemen~s and o~tions" di:::ected bv ~his Coc:ission, and staff - -
no~es ??&~'S proposed staneard offer does ~o~ eontain the as­
available offer o~ o?~ion. ??S~ sho~le.hav~ a :~lly eevelopee 

staneare offer :o~ ~th fi~ and as-av~ilabl~ c~i~~en~s, as adopted 
by this decision. CPs should not have to rely or. discussions wit~ 
PP&L's :::e?resen~atives to find out what ?P&L is res~i:::ee to offer. 

Likewise, PP&L's s~anda:::e offers should contain the ?ption 
~o convert to and f:::om s~ultaneous p~ehase and sale, subject to 
the :::estrictions ado~ted in n.S2-0l-103, ~=d clearly provide ~in~~ 
deliveries ap?lic~le in or:.ly :::i= capacity CO:'ltrac":s. 

Commission approval of all CO:'lt:::ac":s entered by P?&L 

unde::: i~s s~anda=d offer is required ~y ??SL's proposed st~ndard offer. 

- 20 -
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As our s~a== poi~~s out, this is ree~~eant and unnecessa--y (See, 
D.82-01-103, page :OO-10~, in O:R 2). 

~v.me~ts ~ade ~v a utility. .. ... - .. ??&L's proposed ?roced~e wo~ld result 
i~ needless processing ~d delay. 

' ... --... ... is suojec-: -:0 reg..:.:!.a-:o:-y o· .. ersight in .six s~a-:es. ':his leac.s 

se-:-:i.::.g ~ara:e-:ers ~or Q? ~rices: . . 
"~ac~~'c o.·0 6 s "'0· ~~'''evA ·~a· as a. "'e"'e-~' •• -. .- .... '" ~~-. - "' .. ..,., 6 - --.. 
propos! -:iOJ:, cos-:s associatec. ''''i -:=. a.cq:\;.is:::ion o~ 
C"a' ~ ~~ ........ J:'ac""·" es 0 ............. -0 ~e a'" oca ... e..1 "'-0"'0 .'-" ..... .; --6'" ...... ."..... .....~ "'" \f w ~... oJ "'*" ~ .... 
Jurisdic-:~ons anj di~~ere'::'-::7 -:h~ costs 
associa-:ed '",i t=. Co::panj-ownec. genera"ting 
~acili-:ies. Eowever, ?aci~ic !s concerned 2."oou-: 
""'e eve ... ···a'.f -- ...... a .. o"'e .. , ..... .; s'" J c·" 0'" w""! ": .. - -y~ --~ .. - .. - J~.- ~- v_ - __ _ 

re~~ire i-: -:0 o~~er COntrac-: ter:s or p:-ices -:0 
~uali!7ino !acili-:ies which will oe c.ee::ec. 
!::pr-..:.dent 07 O!le 0:- ::o:-e o-:=.er ju:-isdictio!ls 
CT:-. 434~-4343). In -:=.a-: event, it • .... o-.::.d appea:­
approl)ria.-:e, i~ !lot Consti -:..:.tio::.al::.y :l3.!lda::ed, 
!or -:h.e :-atepaye!"s i!l -:he ju:-isdictio.::. orc.ering 
t~e con-:ract -:er:s 0:- ~:-ices !lot acce~-:ec. 
e:sewhe:-e -:0 ::ake t=.e CO::Pa:lj whole C::-. 4346, 
434i). ':he!"e!o!"e, i! th.e CO::ission co~cl-..:.des 
-:ha-: individual contract app!"ova: is ~ecessa~ 
or ina.ppropria-:e, ?aei!ic res~ect!ul:Y re~ues~s 
~hat the !i~l Orde~ i~ this proceeding co~tain 
• .... e ~o"! "! o·"' ...... g , a.,:"" ... ·a .. e· v~ -.. -~ ~ .o~ ~ . 

~:t is expected -:hat ?aci!ic wi::!. 
alloca~e cos~s associated with 
cont~acts exec~-:ed ~ursu~t -:0 t~is 
O .... de- ~-O""~ ~,~-.;s~,,~c·~o~s .~ w ..... c'" .. • ~ .... 0 tJ -... \.1._ "'_.... ... _~ .... 

it provides. elect:ic se:vice i!l a 
::an~e~ co~sis~e!lt w:~~ cost 
a~J.'oc~-'o~ ~-""'c~~"!es .;. a~~'';~s ·0 ... ,...., .... ,Z'. _ ....... ,1:'... - ttl .w.I.W",_" 1,1 

Co::p~y-ownee 3ene:-a-:ion. To the 
exte~t t~:$ Orde:- i:poses cont~act 
te:-:s 0: avoided cos~ prices On 
?ac~!ic ~ha-: a~e !o~d i=,~de!lt OJ 
~~o-:=.e~ jurisdiction, any ~der­
~ecovery o! ?aci!ic's costs 
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. 
~h!~~ p?~'s app~oach ca~ only lead ~o wha~ ~hey ~e~: a 

They 

c~eck~ ~or o~he~ s~a~e reg~la~o~ co::i$$io~s ~o place Q? pay:e~~s 
direc~ly on~o Ca:i~o~nia ra~epayers. :hey say ~ha~ i~ we ~o no~ 

" ... ..... 
co~ec~ion vi~h ~p eo~~rac~s ~ign~d ~n~er ??&L's s~~dar<! o:~er~ we 
$ho~ld anno~ce an in~en~ now ~o, in essence~ re~a1ia~e agains~ o~he~ 
s~a~e co::issions who eo no~ asSU:le ~!le ~s~a.l silare o-! power 
expe=.se ... 

so:ao:es, e~c. 

our re~j,lsa1 ~o- recog:'lize ??&:.' s e~e:lSe 
opera~ive in o~her s~a~e$, ~o ~eny ??&L 

eoopera~ion an~ reasonable eo:iO:j a:ong o:his Co::ission an~ i~s 
We do no~ !oresee ~he vorso: ease 

Q? po ...... er. .... ....... -.. 1-!e ' 0'" ""_........ we·"." .. -., - .. .( .... gs s.ve-..... ~ 0"-- -"0. ......... ,. ., ........ w_..... .~e..... .~ .. 

si:ply e~oo: -!o~esee oilrselves or oO:her sO:a~e co::issio=.s 
~isallowing Q? prices ail~ho:-ize~ and paid in o~~e~ jil:-isdic~ions. Ne 
will no~ adopo: ~he ordering paragraph p~oposed by ??&L. 
unnecessa:-y. 

- 22 -
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Toeay's eeeisio~ di:ee~s ??&~ ~o ~ke so:e cha.~ses ~o i~s 
proposec s~an~a:~ offers ~d ~o :eeo t~e cale~latio~ 0: its sho:t-
:un avoided costs :0: ?ric~g 
?P&L ~5 Cays to :ile :evisee 

sho:-: te:::n OF ?Owe:= • We will allow 
stanea:~ o::e:=s which fully =e:lect 

A.l 't!:.oug~ we e>..-pect that changes di=ected following orde:. 
PP&L could file earlier t~ tha~, we are allowi:g ~S days because we 
want ?P&~ to info:=ally co~zer with our staff to ensu:e its 
oppo:tunity cost forecasts, ?:ice develo~e~t, ~d eo~t:act l~~age 
is fully consistent with this decision. !n aedition, we di:=eet ?P&L 
to file wit~in ~5 days a lS-yea: 
on tbe ~ethodology eiscussed in 

p:=ojeetion 0: avoided costs ~sed 
this o:de=. Althouqh this :o:ecast 

is not adopted a~ this t~e as a ~asis !or a st~~ca=e o::e:=, it will 
p:=ovide all pa:ties ~~th a consist~t ~asis wit~ which to evaluate 
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1991. 

2. If ??&~ ?u~chases adei~io~a: OF powe= it will, i~ ~he 

shor~ ~e~, 0= ~hrough ~hc r.ex~ :ive years, sell ~he power to ot~c= 
utili~ies or co~~=~ct purehases. 
cost :0= ??&~ betwee~ no~ ~~d 1991 is a??=c?=ia~ely representee ~y 
~y the ~a=gir.~l price at wbich ??~~ c~~ sell power • 

... 

.). 

O??O=t~~ity costs between energy ~nc sho:~age value ~asec on an 
lS~ allocation factor_ 

~ ... ?rojeetio~s 0: avoieec costs :0: 1?9l a~d ~eyone 
should reflect ??&L's current on-line e~te ane projectee ~nnuali=ee 
costs for the wyoeak ~o. 2 plant. For this t~~e ~erioe, the shortage 

value co:ponent 0: avo idee costs is ~??rop=i~tely ?roxied usi~g the 
cost 0: a combustion tu=bine. 

exceeds the actual national average by about 10% • 

elec~~ie utili~ies, ~as ~he hi~~es~ value i~ wi~te: =o~~~s. 
Conclusions 0= Law 

~ethoe ?a~ent stre~ ?ar~e~e=s, ane directs changes to ??&~'s 
St~nea=e of:er te~s, which are =easona~:~. 

2. :he :ollowi~g oreer sho~le ~~ c::ec~ive ~ocay ~o 
eX?edi~c ?P&L's :ili~~ o! i~s stanca=e o::c:s. 

.. 2~ -



I: !S ORDERED ~hat: 

offers wi~~i~ ~S days from toeay ~o: 
a. Revise the initial c~lc~la~ion 0: i~s 

o??Or-:unity cos~s consis-:ent · .... ith t~e cha:-.ges 
adoptee i~ this eecisio~, a:loc~~ee between 
energy a~d capacity. 

b. Prepare ~ S-year forecast 0: i~s O??o:t~r.i~y 
costs, alloca~ec. betwee::'1 e:lc:s:' and ca?aci~y, 
"'c,..om .... a ... ee. bv a.:·· .. ' f"X':j' ">::'1.,. ... .; 0'" OC a. ~ .. ....... ::' ...... .. .. .......... _0. ........ ....... .. ..... 
ass~ptions usee. to pre?are ~~e fo=ec~st. 

e.. !~cor?Orate all the contract language changes 
and con~=act :~uire~ents ~eo?:ed by this 
decision. 

2. PP&L shall con:er with the Co~~iszion sta:: in ~he co~se 

O ~ .... ~e .... ~~· .. ~ l'·S s-a"da~~ o .... ~-.. -e~_s ~o_~ ~_-_~ll.· ..... ~ -_0 e~su ... ~e a ... '_' ... ::'- .=-..... -_ •• :1 .. ......."'" - ':'-

require~ents 0: the order are ~c: when the standard o::~rs are :ilee. 
Unless suspendec. by the Co~~ission, the s:andare o::ers shall beco~e 

.: ' , , .:. ... :".:lg. 

3. ?P&L shall also file with the Co~~ission's ~ocket office 
wi:hi::'l ~5 eays :ro~ tocay an original and twelve copies 0: a lS-year 
p:o:ec~io~ 0: i~s avo ieee cos~s, al:ocatec ~e~wcc~ ene:gy anc capacity 

based on t~e ~e~hodology adopted in ~his cccisio~. ~his :i~i~g shall 
be u?eated by ??&L a~e ~eviewec by s~a:: on a :cgula: basis i~ 

info::ation · .... hich w01;.~d enable .this Co:r.tission -:0 ga\;.ge the :eliabili~y 
value of OF power ~o~e accu=ately ~~d to set ~o=e precise capacity 

- 25 -
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s. ?:&~ shal! =ile with the Co~issio~'s ~ocket office a~ 
o=igi~al ~~d twelve copies 0: O?po=t~~ty cost-based sbo=t-te~ 
avoided cost bi~~~ua:ly, co~e~ci~g six ~o~ths ::o~ the e:=ective 
date of this o::ee::. 

6. The te==s ~~d conditions 0: t~e sta~ea::e offers acoptee 
fo:: PP&I. shall not be applied to s\;pe:sede those i~ existin; execi:tee. 
contracts betwee~ pP&~ ~d QFs, ~less a ?a:ti~~lar OF so elects. 

This order is effective today. 
Dated NOV 2 1983 , at Sa.~ Fra~cisco, cali:o::~ia. 

:'4EO;;I~~ ~. CE:i:~S. J!\. 
P:-c!:idc:c.t 

\'': \;TO:, G/ .... --::'10 
~.:~::;.! .• :: .. ~l ... ·::--~~! 

CO~).:':;!O=6!,~ 

C¢~i!';:;ie!le:- ~o~.'1"l:a v;:~:.. ~o!:g 
~cec~~~~!:~ ~~co~t~ '!d ~o~ 
=,~t.:.c!.,~~c. .' 
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3. Standard offe= ;3 is a p=ojected fixed 
?a~e~t stre~~ for fi~ ca?acity ~d e~ergy 
for five years. Aiter five years, the OF may 
sell power ~de: eit~er sta~dard offer #1 o~ 
#2. However, two capacity pa~e~t options 
are provided euring the :ive-yea~ fixed price 
te=: 
a. Both co~po~ents of the payme~ts, 

capacity anc. eners-y, basee on the s-yea:: 
forecast, or ~ 

b. The shorta;e cost compone~t can ~~ 
levelizee over the fixed ~rice -e:m 

T~is offe= also req~=es that·t~ ~eet the 
criteria :or fi:m capacity se~n this oreer. 

We are ~Ot ~re~a:ed, on ~is ev~ntia~ recore, to adopt a 
staneard offer based ~n ;?&L'S long-~voidee e~sts. 

/ 
This eecision s~ells out c~ges that ??&~ ~USt =aXe both 

• ,. ... •• • / ..:I • e . . 
w~tn respect to "ow ~ts o??Ortun~~ an~ s~orta~e costs a=e e=~vea, 

ane specific contract· te=s. T;r{ p:roposed standard offers 
incorporatin~ tbe ordered chj1~es ~ust be =es~mittec. by ?P&L. 

We do ~ot ado~t ~ a ~in~um p=ice the 6.5¢/k~~ as u=ged by 
4t Bosco and other pa:ties:~hat quantification of ??&~'S avoieee cost 

was submitted and adoptee in 1981 in co~~eetion ·~th evaluatin~ the 
long te~ cost-effec-~eness of ??&~'S conservation and weatheri%a~ion 
progra.."O.s. That 6.S!;ky,"!:. fi;ure =eprese:l.ted an average o·f the (then 
prevaili:l.g) esea,~ing forecast of avoidec. costs, ~~d was neve: intenc.ee 
or developed t~e?=esent a fi=st year price or sho~-run ?a~ent 
s"t.:'eam. Fur'7-er.::lOre, that average figure was based on earlier cost anc. 

resource pl~ing ass=?tions that are ::'0 longer valid. 
4e a:lticipate tb.at some po-e.ential QFs ::lay :lot t!U:lk ~he 

approach to valuin~ OF power in this decisio~ reflects a high enough 
value, particula:ly in co:::tpa=i.son to the short te:=1 avoided cost ?::'ices 

- 3 -
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Cali!o=:fia~~;~;~a..~ .?u;"s!·~!ore-t'he Fec.e=al E:le=gy Reg"'U!'a"> 
Commission ( ..... :o,i..c~aSl~ise.ic~on-to a-pp~·ove-o"=-ei-=ec:-~'"l::.!lS !;)e ... ~en-rf7-' 

-------~- ~ 
u::-::-....!t"y se::y":'ce-te:=·i-tO:"±eS'" o~be;'=:~:!~o=t1i:.=a-pa=·t::.es). .-.-"c_" _____ 

QFs who ca~ot o~e=ate ~~c.e= ~v 0: the st~ea=c. offe~s . - " . 
adoptee by\~s c.ecisior. ::Lay pu:sue a ::.~otiated nor.-stanc.a=c. 
cont=act with ?p&:l:.. .... 

'- ~ ... ~. :SSu=:S L 
Gene:a:lj, ~he issues ir. ~his ~:ocee~~.g !al! !r.~o ~he 

!ol:'owing ca.~ego:ies: (i) !lOW shou:~ ??&:"S/o:'ded cos~ be 
caleula~ed, !o: bo~~ sho:~-~e:: QP con~:a.c~co::i~=er.~s ~~d lor.g-~e:: 

/ co::: ~::.e.::.~s; (2) :'ov sb.o";.l~ 'aJ':e.::.-:s be ::ac.e (e. ,g., le· ... e:iza.-:io::. 0:-

no~); ~~ (3) spec:'!ic cor.~:ac~ :an7~g~a~ ~ues~:.o.::.s. ~e vi:: add:ess 
issues i.::. ~ha~ se~uence. 

:v. DE:Ea~:N:~G ??~'S AVC:D!D COS:S 
peR ?U?20S3S DE ?R:C:~G OF ?OwZ8 

A. ??&1's ?osi~ior. ~ 
??&: ~:o~oses -:0 use wb.a~ a:e ~e::ec :'~s ~o~~o:~uni~j 

/ 
cos~s" to de:-ive avo:'ded cos.-:s '!o: pu:~oses o'! 1'a1:'::.g Q.?s in -:::'e r.ea: 
te::, or until i99i, ~ecau~ it has an ~~nua: ave:-age capaci-:y 

/ 
su:-~!us o! 422 !{'i. ??&L (X?lai::lS: 

~:n ~b.e p:esence o! a su:-~lus, ~o ~b.e ex-:er.~ 
aed:~ional ~o~er is :a~e-availab:~ to ?aci~ic. i-: 
C~ :,e: (1)/ usee. ~o e.:'splace exis~::'.::.g :eso~:-ces. 
(z) sold a~who:esa:e 0:- (3) ~se~ -:0 reduce 
purchased /power cos~s (Ex. 82, ~~. 5. 6). The 
value o~ such ac.~itional pove:- is there!o:-e 
a~~~o~a~e", =eas~~ee by ee~e~:i~!~g w~a~ 
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Pe= kilowa~~-hou:) :0: use ~~ evalua~io~ of its 
eonse:va~ion ?:oq=~~s i~ Cali:o~ia. (?etitio~ 
fo= ~oei:ication of O.91~97 and D.92655, filecl 
~ov~e= 2, 19S1.) If ~easu:es leadin~ to 
=eduetio~ in d~d in elect=ici~y a:e cos~­
effective :0: t~e utility at 6.5¢ ~e= kiXOwatt-
ho., .... , • .... hy .:to""" ·,. .... -~o .... ;'ly ~ ... c.~~s:;.~ ... C'·~s ...... ~'e .... -,.. .. "- -~'- ...... ~- ....... "''''''=.i'-''' ;,..~. 

increases in electric supolv :=o~ QFSlallow P?S~ 
to avoid costs to the sa..;e- e.eg:eeV (Sta!f~ s 
brief,. p. 6.) / 

We agree with O~ staff t~at ~he ~~e:-=e1ations~i~ ~~ween avoidee / . 
costs used to evaluate ~e long te~ co~-effectiveness 0: 
co:se:vation ~easu:es, and those usee J6: valuing a:cl pricing OF 
~we:, should be co~tinual:v ~~e ca:~llV evaluated. =his~. int is ~~ • 1-
discussed more fully below. I 

·S~a!~ ag=ees ~i~~ ??~s alloca~ion ~o 'capac:~j o~ a 
po=~ion o! oppo:~~i~y eos~s b~ ins~ea~ o~ al:oca~ing 23% ~o 
capaci~j, s~a!! ~hi~s itshc~le be ~8%. (S~a!~ b:ie~~ p. i.) 

Finally, 0:::' ~he s .... ~jec~ o! c.e-:e:,:i:::.ing ??~'s avo:.e.ee. 
/ 

cos~s, s~a!f ~hitiks Q? co~-::ac~s ~ha~ ex~enc. pas~ t~e e~ected 

ope~a~i~g c.a~e o~ ??&L'~:~~ec. Wyoeak :I coal ?lan~ (1991) sho~ld 
~e!lec~ p:iees associa;ed wi~~ ~he ~:'~e~ :a:g!~a! cost :es~:~ing 
!ro~ ~ha~ ?lan~. ?:'i~ ~o 199i, an~ ~O~ s~o:~-ter~ co~~~ac~s 

I 
~e::ina~ing be~o:e ~9j, s~~! ag:ees wi~~ ??~ ~~a~ p:'iees s~ould.be 
basec. solely on O?po:'~~i~y COS~$, wi~hout :'e!lecting t~e Wyokak :: 

( p::"a:::t. 
c. ?osi':ion o! Cong:'ess::.an 30seo (30sco) 

30sco s~resses ~~at A:cata ~~~e~ Co:p~y's ~ood was~e 
?lan~ is now close~, 
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.J e• e ...... .; "'e ':)~;;.~'s ":0 ..... -" .. ~"'C-~ ... A .... -..,"! a~'o,(.J",..J COS· .., ... .J a ... ..., .. ..,..t ...... ~" ........... • -~ ........ ~ ... - ... ........ .......... ~ ... ..,,~ .. ., ... <...~~ 1<1, ..... '- :"r-", ••• O 

~hose cos~s ~o p~ice Q? ?ove~ vou:e, they co~~ene, b~~:J co~s:s~~~~ 
''''i~!'! ~he ap?:"oach ':h:!.s Co:::.:.ssion ~as ",:ue~ ''''~:':h :,,~~ec~ "':0 :"a~e 

design ~d e"ta:-.;.a':i:.g -:he cos": e:-:'ectiven~ss 0:' /o::s~:-~.fatio·:: 
?:"og:a:s. They note ~ha,: j-.;.s~ beca~e s~o:"~-~~~s,,,:s a:"e love:- "':=2.:: 

p:ojec~ee long-~~~ cos~s ??~ h~s ~o~ ?:"O?os~d ~o :-ei!ls-:i~~~e 

c.ecli:::':.g blocl: :-ao:es, o~ "':0 Pos~?oc.e i~sjo!lSe:"va~iO!l p!"og=a::s. 
a consis"':e::"': app:oach is "':he :essage f:-~ ~hese pa:"ties~ 

use 

:'hese pa:-e.ies believe ??&:.' I developee O??o=~=.:.::· ::$-::';, 

p:epa=ec. ·..ri-:-."l a co:::r:>~-:e: ::.oc.el, are/!awed. ;:'ecai:.se SO:le inco:=ec-c ;,;.: . ..: 
o-.;.tea.tee =eso~ce a~S~?tior~ ~e=~-.;.sed._ ~he 70% capacity :acto: 
assUQec. ~~e ~sec. :0: the =:ojan ~d Washington ~~lic ?owe: S~?ply 
Syst~s (~7?sS) 2 and 3 n~elea=;:~l~~-e.s a:e above r~sto=ical ave:ages 
:0= s-.;.ch pl~~ts; A:cata et a~c~ntene a ~ore =ealistic ass~ed 
capacity :ac-:or wo~le, i: ?~t·s ~oc.el works co::ec~ly, :es-.;.lt ~ 
:ee~cin~ ?rojec-:ec. s~pply ;f:o: these so~c~s ~~e =esult in ~ higher 
value being placed. on~F ~owe=. We ~q~ee tha~ iO~ is too high, ~~e 
will ei:ect ??&L to use a 60% capaci-e.y :actor, which is t~e ~ational 
avera~e :0: s-.;.ch ~l~~_s (~xhi;:,it lOS, paqe 5). we also note that 

~ .. / 
some 0: these reso~~es ~v ~o lo~~e= ~e =e:ev~~t to the caleula-e.ion I .. ~ 

.0: ?P&L's O??O:t~~~ty cos~s. 
<lpp::,op=iate ac.just:::l~::.ts to its =eso-:::'ce pl.:..~. 

.. ... ,.'tII --
Arcata, et al., =aise othe: o;:,jec-:io~ to ??&~'s developee 

Op?o==~~ity costs, ;:,ut they pa:allel points raisee ~y sta::, as 
c.esc:~e ~ve. 

:i~ally, A:cata e~ al., ve:y c.i=ectly cri~ici=e ou= sta:: 
at le~gth :0: acce?ti~q ??&L's eevelo?:e~t 0: sho=t-=~ oppo:tunity 

4It COStS t~~ough 199C, ~ltho~gh St~::'s witnesses a~ittee that they 
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Wyodak !! coal ?la~~. ~his is consis~e~~ wi~h our develo~~e~~ 0: 
shor~age value ~~ other proceedL~gs. However, s~a:f deve~~ped their 
allocation factor using a~ econ6~ic car=vin~ cha:ce rate which .. - .. 
app:~priately =e:lec~ee all of the fixed c~4rges associated with the 
coal pla."lt. At the point in ti:ne (currently projected to be 1991) 
when ??&L builds :or new capacity via the Wyodak II plant, the shor~age 
value is appropriately proxied usi~g the cost of a combustion t~~ine, 
following standard ineus~rial practice (with t~e difference between 
total costs and the cost 0: the CO:bustio~turbine allocatee to 
enersy). In this longer te~ ti=e :r~ then, the total avoided 
cost is re~reser..~ee. bv the full ca'O:..ial and o'Oerati:lc costs 0: the 
new resour~e. - I .. ~ 

We think PP&L's "o~'OO~~~itv cos~" ~us~ be recal~~lated _ .. / -
according to staff recommendat1ons ~d allocatee between energy and 

/ 
capacity prices :or QFs, as~iseussed above ~d the ~ore realistic 
capacity factor :or t.~e n~lea: ?l~~ts and nuclear pla.~t start up 
dates, as proposed by ~~ta et ala Specifically ??&L's opport~ity 
cost prior to the expeoced operating date of Wyodak I: (1991) shoulc 
appropriately re:lec~he 3.12c/k~~ contract price wit~ ~~~ ane t~~ 
projectee ~rgi:al ~ice 0: wholesale sales :or the ?eriod ~yond 
the eX?i=ation of ~e D~lt contract, bu~ ~:o:e 1991. ~~e ~r~inal 

-o:ice of wholesale! sales d~ing 'the ?Ost-D~'"R perioc. shall re!lec: 
~he hig~es~ con~~ct ?=ice available to ??&L :or wholesale sales, 
but in no case ~e lowe: than the :a:ginal price 0: wholesale sales 
ciuring the las! year of t."le DWR cont:act. 1'his COr::"'..ission will 
carefully :ev~ew short-~~ avoie.ed cos~ projections for 1991 and 
beyond to insUre consistency with t.~e operational plans :or Wyodak 11. 
Allocation 0: t~e op?ort~~ity cos~ to sho=~age cos~ 
cOI:l?Onent should :e:leet the co:lbustion ~~~i.ne ?roxy approach used 
by st~=:. ~o: pu.-;>oses 0: ?ay~g QFs based on sho:~-=~~ avoided costs -P?&L will be required ~o de~e~ine ~~d file its allocatee opport~~ity 
cos~ bia:ln..:ally •. 

The question 0: how ~o dete~ine ??&L's long-r~~ avoided cost 
and payment te~s :or a long te~ standard of:er is so~ething we are 
not prepared to resolve toe.ay. We thi~ ~he evidentiary :ecord 
should be =ore definitive and complete with res?ect to if ~~C when 
PP&L will, wi~hout additional Q~ power, develop new sou:ces 
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usi~q 6.S¢ as ??&~'s avoidee cos~ :or prici~q Qz powe=, O~ to eval~a~e 
tt cost e::eetive~ess 0: conse:vation p=oq=~s, is so s~s?ec~ and the 

:ig1.:.:'e is so o~,,:eated we s:':pl::· ca=-.--:.o't 'l.:se it. ~r; 
Those who are i~volved wi'th ~h_~s ~-_oeee~~n~ a~e -~~~ , _ ....... "j A':' ._ ........... 

p=iees paid to OFs in ?P&L's service territory ~l be too low by I __ J 
co:o.pa.:ison with. prices paid by oth.e= cali:o=~ ;;,tili~ies :nay p~sue r 
the option of havi~q OF power wheeled by ?P~ to other utilities. 
The requlatory agency which c~ :n~~date S~h wheelinq is the Federal 
Energy Requlato:y CO~"':lission. / . 

on the 
Wyodak 

v. ?A~~~ O~!O~S 
We will direct ?2&L to ~ t=:ee sta~eard offers, based 

. /. .. 'C ~ • o??Ortur.~~y cost concept ~~o= to ~99_. ~~ the cost 0: 
II for contract te==s e~:di:g ~yond 1991), 

a. Sta~ea=d Offer ~ (as-available) 
This standa::-d dffe:: 0:: pav:nent o-;:)tion is co:n-;:)rised 

I ..... -

of. ??&~'s short-run avoided cost as dis~~ssee above. 
The prices ~ll be adjusted every six :o.onths, f.iled 
wi~ ~is Co~ssion's Utili~ies Division and se:ved 
on all pa.-ties req~esting notifica~ion of these 
prices. sPecific contract te~s are dis~ssee ~low. 

b. Stanc.a:dCffer ~2 (fi= ea-oacitv) 

c. 

This st~~dard offer re~i:es t~t the OF :neet certain 
stand~ds for delivery ·c.cing peak de:nane:! pe:ioe.s:. 
The ?i:"ices are si:nilar -:0 the as-avail~le op-:ion~ 
exce~t t~-: -:he ca?aci-:y/sho:~ge value ca:'l be ~ixed, 
~ed on a :orecas-:, :or ~? to five years. 
Sw~~dard Offer ~3 (S-year fixed ~a~e~t) 
~~s offer will be Oase on a S-year projection 0: 
P?&L's avoieee:! cost, allocatee:! between energy and 
cApacity, and available o:-.ly :or fi= capacity 
QFs. If the con~ract is longer tha: five years, 
after ~.he fixed price te= ~e QF ~ay sell power 
~der ~he as-available or fi=.: capAci-:y standard 
offers establishee todav. This sta~d~e offer shall 
give the OF an election-With respec~ -:0 the pa~en~ 
streac :or :i= cA-;:)acitv; i~ ~v recover the ca~aeitv 
and energy pay.ment~as :orecastee or it ~y receive -:Se 
capacity pa~ent as a levelized ?a~en-: st=e~~ over ~he 
5-year fixed price perioe. =he Q~ who ele~s leveli:ation 
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need.ed.. Although, P?&L's • .... :.::.:less indicatee. it • .... ou1e. ";Jay a 5~ higher 
tt capacity payment to e.ispatc~le QPs, the:e a:e so~e u=.acceptable 

proposed. cond.itio::.s: So::e QFs 0: 5 :1""; 0:: s-::eate: • .... ou1o. ~ve -e.o ~ 
dispatchable, and. only t~ose 1 :1"~ 0: large: would ~ali:y.fo:: the 
:ewa:e.. The reco::d in this case is i!lco:ple~e as to tee ~asis ::0:: 
such bonus pay:ents 0:: a clea: de::i~ition of dispatchability 
(i.e. cu:'tai!:nent). The::::e:!o::e, we Ca.:'Ulot at this -:i..-ne p::opose a 
bonus basee on dis?ate~ility ~o= will we allow P?&L ~o ~equi=e 
e.ispatc~ility. Eoweve::::, as e.iscussec. ~low we p::o?Ose a capacity ~nus 
payment ~ased. on ?e=:o~~c~ 

P?&L' s sta..~e.a::d _lows Q~s to shut C.Ow:l a ~x:.:n.\:Q 0: 

30 days each yea::, consistent 
for coal pla:lt main-ee:la:lce. T:.is is too op-ei::.is't.ic aeeo::c.i:.s- to 
staff, which ::eco=mends days consistent wi~ what we have ::~ui::ee 
:0:::: oth.e:::: utilities i:. The scheduled :ainter~ce 
allowances should, ac o::o.inS- to staff, ~ available to QFs i~ hou::y 
inc::::~ents, ~d on consecutive 0:: nonconsecutive basis, and. it 

should. ~ ac~~;E~ a ed. on a vea::-~v-vea:::: ~asis to a ~~ of 4S 
days. We a~ee, nd. sinc~ ~his a;p;oach has ~en ad.optee. :0:::: othe:: 
utilities' star. ard. o:!e::s, ~s iss~e wa::::~~ts no :~the:::: e.iseussion. 

S~~arly, we will ::equi::e ??&L to apply the ~otice 
=eqUi=~~ent~dO~ed in 0.82-12-120 :0: sc~ed.uled ~intenance. 
B. Interconnee-:.:'O:l and Ins~ance 

/In our decisions in ;".82-03-26, et ale (sho:t-::t:.."'l sta:lea:d 
offers) 
stressed. the desi:~ility of ~~g the s~anc.a:c. offe::s as u=.i!o~ 
as possible between ~tilities. While ce::ta~~ cont:ac~ :ea~~es 
(e.g. price) may va--y e~e ~o di::e::ences in utility ope::a~ions 0:: 

::::eso~ces, contract te::s s-ove::~ns ~te:co~ection staneards and 
costs and. insu:~ce can and should be the ~e fo: all utilities. 
We will therefore dire~ ?P&L ~o provide the sa:e in:o~tion 
and incl~de the ~e standard offe:: p::ovisions adoptee. in ~.83-10-093, 
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~e ~o~e, ho~ever, ~hat the qe~eral ?ri~ciples gove~i~q a 
tt force ~ajeu:e, disc~ssed i~ D.S3-10-093, are equally applicable here, 

:or exa:?le, a 0: will have i~s ?er:o~~~ce excused for ~nonavail~ili~y 
o~ ~ue' It ~ ••• o""v to • ... e eX":e ..... tha-: it exert its ~s~.e:::o=ts. to - ... , ~- --. ~- - --
H. Leveli%atio~ 

Arcata et al. ~:k levelizatio~ snoulc ~e allowed i:. the 
sta:dare offer. We are direet~g the option 0: leveli:ing the 

• ',0; S ~'..::' /'. ..::".' ". capac:.:;y cocpo:cent :.. a -year ::.xeloO ~r.:.ce cont::'ac't. :.s entereloO, ·N •• :.C .... 

is generally co~is't.ent Wi~h st~da=d- o:::er~eo~'t.ee for other 
utilities ~ased on short-run avoided cost~ xor~ extensive 
1 l ' .. ~..... /. ~. eve ~zat~o~ ~s soce~ng t=at we a:~~ot co~v~cec :.s necessa-~. 
The ?ay.:ent certainty available ~?er the S-year fixed priee standard 
offer adopted today should ~ a ~al st~ulus to Q~ developcent in 
PP&L's territory. We note tha~the Arcata facility is already built 
and it should not need level~tion fro~ the stancpoint 0: soliciting 
and o~taining co:st:uction ~L~ncing. 

STRUC:URZ OF ?P&~'S ?RO?OSED 
S'1'~"DA..o.w OU~ 

S~:: beli es ?P&~'S s~~~ea:d of:er should ~ 
eo~?=ehensive en~~;tf ~o ~!o== prospective QFs of all t~e 
"arr~ga~ents an~O?tions· directed by this Co~ssion, a:e staff 
notes ??&L's ~rooosee standard offer does no~ eon~ain the as-- /-
avail~le off~ or option. ??&~ sho~ld have a fully eevelopec. 
stanea:e o:fee for both :i~ ~e as-avai:~le co==i~ents, as aeoptee 
by this c.e,ts'::'o:l. QFs s!!ould :lot have to- rely on cisct:.ssions "Nit=. 
?P&L's re~ese:ltatives to find out wha~ ??&~ is required to- offe: • 

./ Likewise, ??SL's standard offers s~oule co~tain the option 
to convert to and ::0:11 s~ul taneous pu=chase a:lc' sale , s~j eet to 
the :estrietions adoptee in D.8~-Ol-103, ane clea=ly provide :nin~~ 
deliveries applicable in only :i~ capaci~y contracts. 

Commission approval 0: all contracts entered ~y ??&L 
under its standa=d offer is :~~=ed ~y ??&L proposed standard offer-
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/ 
l. 2P&!.. will probably 1'lave a s'..:-~l\:.s/o: capacity t!".:ough 

1991. h~ 
2. I: ?P&L purchases a~di~io~~F power it,will, ~~ the 

short ter.:, or th:ough the next five ye~, sell the power to o~he= 
utilities or contr~ct purchases. The _ort-r~ avoided or opportunity 
cost for PP&L between now and. 1991 i appropriately representee by 
by the :na:ginal contract price at . !lich P?&L can sell po·..,rer. 

3. It is ap?rOpriate)o a,l:"ocate short te::. avoid.ed/ 
opportunity costs between e~e=9.Y arid s~ort~ge value ~asee on ar. 
18% al!oeation factor. ~ 

4. Projections ~ avoided cos~s for 1991 and beyond 
1 . I ., ...: shoule ref ect PP&L's cuz=-nt on-line eate a:d. proJected. a~~uawize~ 

costs for the Wyodak ~o. ?l~~_ For this ti:e period, the shortage 
value com?Onent 0: avo· ed costs is appropriately proxied using the 
cost of a combustion ~bine. 

5. ~ as~ee iO% capacity factor for a nuclear plant 
exceeds the actual,rational average by about 10%. 

6. ca~acitv .. on FP&L's syst~, unlike ~ost other California ., 
eleeeric utilities, has the highest value in winter ~onths. 
Conclusions of Llw 

l. ~~e follOwing oreer sets a standard of:e: 
metb.od. pay:.e:.! st::ea:=. par.:teters, a..'"'lei eireC'ts c~qes ":0 , 
st~da:d offer te~s, which a=e reaso~able. 

??S:"s 

2. The :ollowi~g oree: sho~ld be ef:ective today to 

- 2.:r ... 
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I~ IS ORDERED that: 
1. Pacific Powe: & ~ight Company (??&L) shall file with the . 

Co~~issio~'s Docket office an o:iginal and twelve copies 0: standa=d 
offers within ~5 days from today to: 

a. Revise the initial calculation of its 
opport~~ity costs consistent with the changes 
adopted in this decision, allocated betwee~ 
ene:gy and capacity. ~ 

b. P:e-oa:e a S-vea: :o:eeast 0: its O'O'OO:tu::.i-e.v .. .... - iii ..... 

costs, allocatee ~etween. ene:gy~~d capacity, 
accompanied by a full eX?la~~on 0: all 
assucptions used to p:e?a:e~e forecast. 

c. Prepa:e a si:npliec. stanc.a:<:!'" offer for Q:s 0:: less 
than 100 MW in size, wi ~-..r prices consistent· 
with ~ose adooted ~ ~is decision. 

~ / 
c.. !nc0=?O:ate all the ?On:~:act la.'"lguage changes 

anc. contract :ecui:e::::.ents ado~ted bv this '" 
decision. • ( ~.. . 

2. P?&L shall confe: w;th the Com:ission staff in the cou::se 
of preparing its standarc. o~=s for :ilin; to ensure all 
recuirements of the order ~e ~et when the sta:dard o!fe::s are filed. 

u~ess suspended by the ct~ission, the st~dard offers shall beco~e 
effective in 30 days. / 

3. PP&L shall ~so file with the Commission's Docket office 
within 4S days from toeay an origi~l and twelve copies of a 15-year 
projection of its ~oided costs, allocated between ene::gy and capacity 
based on the meth~olOgy adopted in this decision. This filing s~~ll 
be updated by ?~L and :eviewed by staff on a regular basis in 

. . ,Ih , , ,c',' 
conJunet~on ~t ?P&L s genera. rate case _~_~ngs. 

4. In;lts next general =ate case fil~~, ??&L s~al! file 
i~fo:::ationlwhich would enable this Commissio~ to ;auge the :eli~ility 

/ 
value of OF power more accurately and to set mo::e p::ecise ca~citv 

I - -

prices, differentiated, if appropriate, by t~e 0: eay ~'"ld sessio~. 

- 25 -


