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Decision 96-07-047 July 17, 1996

o Molled
JUL 17 196

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Application of °

Southern California Edison Company
(U 338-E) for Orders: (1) Approving
a Proposed Settlement- and Power

Purchase Agreement Restructuring -
Between Edison and Daggett Leasing

Corporaticn; (2) Authorizing Edison's

Recovery in Rates of Payments Made
Pursuant to the Power Purchase
Agreement included in the Proposed
Settlement and Restructuring}

(3) Authorizing the Lease of 58
Acres of Real Property Including
Limited Water Use to Luz Solar

Partners, Ltd., Luz Solar Partners,

Ltd., 1I, Solar Project Management,
Inc., CP National Corporation,
UCC-1985 Luz Solar II, and Solar:
Project Partners 11, Ltd.;

(4) Authorizing the Sale of 333
Acres of Real Property and Limited
Water Use to Daggett Leasing
Corporation; and (5) Authorizing
the Grant of Easements to Daggett
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Leasing Corporation.
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Surimary vl foa neeibd asewrod faceoipa TenipisO o baboeieaus
i)>1chas st fabiiornis yodriul es) Jnssaniuh
Southern Ca ornia Ex ison Company (Edison) seeks
IR It SRR Bhih Jomiorg v 8,871 65 101 Dobivoln
approval of a settlement with Daggett Leasing Corporation

! virnd dnvondl pstisn nious (921 e nozibd (p80H
(Daggett), an operator of two solar energy electric qoweﬁ ‘
HS iz sD o3 bobiseziogue bins [E SRR SRR
generat{ng stations, that involves amen ing and restating two
oIl II6SITODN e of FR2L 0 IivoA ao Daisaianua
ex1st1ng non stahdard power purchase agreements (PPAs), leasiﬁg
TIHITNE tenrEd to. noEdnilsd A3 paiiaoven

utility property to thlrd parties, some of whlc are affiliates
10 NG 11 100 isEonsp 23§ Apuaavld (d2d bhos

of Daggett, seliing that Giti ity property to Daggett, granting
SO & 3t T ealns bac saainitgd \’hi"!"i golod bobnors
easements over utflity property to Daggett, and authorizing =
“wararnd nuairibd einelieD nradiuce bas L2 2isalisd (R1on

"recovery of associa ed payments n rates,

S0 8 yiul il buskhoziogie bos baboeTs 4t 3edd polinor Hfé?ﬁ oy
Prccadural Background,

A poswied spotionIns

I3 .

ad 1ty 26 om0 bhis ncaid

tJ

oitino ot Edison s ad public utility subjects tH thd” jhrisdictlgn
of the Commission. Edison filed thisiapplication: on>0ctober 3,9
1995. ; Notice, of; the applicatjon,was given im,the,Daily Calendar

t . =

on October, 30, 1995.  No protests werg;filed: (i ya co sacimnipd

R

Historyi’o‘f‘i the: Project’' to D‘;tgz;n sapy beilot! stnetilad £y Lb ol

R vrine .32 e v osontery Innonop adi
The Power Purchase Agreements
D Lrasw 2o Fngemosigh eolon b caedonn® oypread 15002 Dutaoaay

B

Corporatiqn, ;2 Callforp ;i cerporatlop (Luz), eptered,

4 g

..... Ua 3000

i
Energy Power,Purchase an d.Sales Agreement_on Jul 99 51982.. . .This

,agreement con egp;ats
A 1Y = \
u

MR ais] R R &
statlon to. be ggnstrdgtebupn“property oxned. b y §Elisogn_.__,{1earmiom
Barstoy, Califgrnias, Bojson, and buz,apended, Hhat,aargenent,an:
February 14, 1283 .%te.Ancreass;the. ?épacitn9fe>shepp’£03691t. 24942
M@ (as so amended, the Or igiitz?l:-bg-, sRen ):‘15 rordiua sl sdigoeab

Mepiieey I'-‘f\:t‘-‘e ;beginning, Edison and Luz Engipeering. .q yaroe

éﬁa 1 megawatt AMP) . solarrene y..geperating
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On April 30, 1984 Edison and Luz Solar Partners Ltd., a

California limited partnership (LSP}, acting through-its general'

Yitozqgen 2% o oz bib 3 3asThasss i enul a3 botissxy sed Jpvod2fa

P

partner Luz,ientered lntogan~“Amended Solar 1Energy: Purchase-ands

RNz d3iv_ tnsoazeics e3i 1o aoitevon £ of sud Nd _Jnsnooirs

Salés Agrssﬁ@ntuBeEween Luz Sodar. Partnérs Ltd.,and .Southern ozzc
. . .zasscy satingy ‘f’ pnghiva afc I0Rs fnos

California Edison, Company” which Eeeited thit 1€/ aneiasd and’ 12
aszd nrd z2ids i =3f(1'191331 nazd osved Lioow JI Lzalbovd.cwy ol ft obhivib of
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superseded the Original Agreement between Edison and LUZ:EJrThis

agreement (as further amen( ded and restated, the SFGS I Agreement)
sdaen faonibrd) Yireg .v Gl GIn1eit el

provided for a 13 8 Mu project and A 30iyear term. On December
101 is '1(7';1()} pitierns Y rappd . £ LAY um;n
21, 1984, Edison and LSP, again acting through Luz, furth

<31 wittnale Yoo 16 O8& OWw. 10 : [ K8 ‘( t}_}: Enf‘)
amended and superseded the Original Agreepent ai amended anq

o 1 [1!(\"’ 1071 s paibias o Aovioeys tve g

superseded on April 30, 1984, to amend certain rovisions.,
i £ -?’.“.“;‘i 2 ISP TN I i % B RS 3 D3OI Y e G l‘ll( afya

governzng the calculation of payment. ‘on Jurie, 14( 1985 Edison
2cteiliie ote doldw 1o anax IR0 BrIfd o0 1Ly Fitcan

- and LSP, through its general Partnef Luz ntered into an .
nprefs o yita 3y Jedr potilio cral 1o

Ciif iR 1
"Amended Solar Energy Purchase and Sales Agreement Between Luz
vt ivsiiie b Gisppetd ol yYiyoqory, 1eVD Zipisae

Solar Partners Ltd. "and SeatPern(Siiirﬂrn%a Ediegn_cdpnany?\yh}ch
yet again recited that it amended and superseded the July 9, 1982
agreement between Edison and Luz as furthe PRI FebiBAP Y
1983,lhprjlr30;;1984;,andJDecember;ZJ,ulgﬁé and furthér modified

e

2itY acszibn? LaolasiiaT adt 1o

einaled ”Not‘c%?\i:ent ’TEH*“t*‘s:*’d'i“a“sl‘t’ia'hﬁa‘f”f the? o¥iginar -cv¢f
Agreement on April 3031198217 Edison’aha iz solar Pirthers’ it 7
Ltd., a California limited partnership1(LSPrIka1actingstbronghj
its general partner Luz, on the same‘dgte\engegegdéngf L LU
"Amended Solar Energy Purchase and Sales Agreement Between Luz
Solar Parthabs Tiiitd. 4hd> Soutiern’ ca1ledinia’ galsoh’ Company"
‘whidh®aldd! re218dd thht 1t AneAaEd!iRa Supsibéaed the“ériai'a‘él ~
ﬁgféemeﬁieﬁet%eé ‘Edi2od dnd” 2. 2" fﬁiéjggfé‘ﬁéﬁt (a 15 pdr EREET
Camdfided dnt? tédtatad; @ chis SESS TT  Adreomdnt)  pEEvIddd’ 617336 b
project”8%ed 4 30-Ydak® L&2my” 'EGT §9n" 3nA7 13D ’“%%e%ée&’ thd’ $Rd3
I11Agréemdént”sn’ JUlyh75‘19863t6 %d3ust” bayment‘“é hitementd? 16E
1nte930ﬂd§étidn‘facilitiés"8perét13ﬁ”3ndqlaiﬁt% Shce! dngresuiet

: 3 P10 o2t (Gabaesas 02 anl o wWe
describe the summer andjﬁint3 URehE3RR1 IO @ i anoend

5 ,.bil 21on3169 «elo? gud bas noaibd AT (0T [itgA nd

B IoToD FiinovoTnsenidos  (92.1) qrdpxnn):sq bodimif sinuodilsD
Althoug Luz executed the June 14, 1985 anendment, it did so in its capacity
ad;thecgenéralipartner1of "LSPI2 Thehaméndlents d3ds notc&entain aséﬁeoiﬁé‘lfiG
agreement by Luz to a novation of its: agreement with Edis He can only,
assumd: th’at ‘fe 'ehingd to the2fnterdst o Lus {d he"éubjgctpma*ﬁ:gfpdf thi
contr as, evidenced othér eans. . . .

2The 5 Héﬁ\:'”intent’é pé’r{}. ’é’e’a‘ﬁ?{.g w{RY ﬁ’é)o?i’é’ﬁf%i ﬁ' &%men {
to divide it into thO bundles. it would have been preferable if this had b
made explicit. .
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The SEGS I project was operat tiqnal, on.Jyns )J%i’ 11"018.3’113
and the SEGS I pfd?ect was operational on March 26, 1986€.

t2ieng Aaat cei (J\,faLcnl Tk
“:un -,0n December 28,::1990 Edisen appraved the, ass&gqment“$9 )
B Daggett oi the PPASQ "‘:i .": ! }‘.’: ?rfil R T [ I [ A R IRItIo N ‘1\11{ Y fni H

R {Tﬂe368mmf§§iéﬁjf6uﬁdftﬁé‘bxeéﬁbfdﬁ?dffthe'PPAsnrd el

Eats e

reasonanid 'in 169317 lfﬁifébeﬁfhéf“fcaILfOfniaiEdiédn'CpmpanYn
(199&’ (Decision i(D ) 94“05 058) ) sa dnin e el Bioon roon

L]
el
{esnaraorivas palnrono IALNIIING 240U YO ain Taen
= RS e T 1m0d idr i AIEES SN

The Leaseés and Entxy Permits B

woldaihoeay

on July 14, 1983, dison leased 275 acres to Luz at ‘a
nominal rent in connection with the Original Agreemgﬂét(ghégjﬁw
GronRd i 4aldf "o Ed188R*ddadd 17 58resoRAulust 1147111985 for a
base rént 18f$10F404 per year; With HArcreases Jtiddotonthéd I o1
regighél“&dnéﬂméf prize?iddex? ZPdisontand-sLuz;tagreéd tos ‘fuither
ahéhd’ thé“Grduﬁa Léase'to”réflect‘thé‘dlfferéhtiuserofotheaf111
property '8y SEGS'I. ahd' SEGS” i'i,tput~they Aevér did sbviiiDaggett
"CUrréntly Sibieaddsl this> propertyifrom: Luzls‘suééeSsdrsain*'Ir:
interest:? 15p)7 CLSPY i1, 1 80YaTES Project Matthgement jriInciyianps 1]
“ealitornta Edkporatidn” (SPM); CP’National Corpdration; a'nosibd
Califorhia cd}rwiétioh (EPN}Y CPNt LeasétojvarCaliforniars 001.£
corporat10anLé5§éco);JUCC'1985=Luz solar I1; a:Californlaizbna
“Yinited’ paktnership (UCCY) T and’ Solar® Project) Partners! IIixLtdi; a

LU Al T formia A iMited paftnefsh1p ‘(solar)s(collectivély;othesi xoi

;;'Lé§Seé§PEJ BaTe BN E3) P tadnw noibivord oy nollibhibe b moirifiond
aminitiuani od [1iv si0ilesofis 1oisw adi ),} R . .
SFE B 15 ! J {201 SLPLRA BN
In addition to ‘the Ground Lease, gub g o ¥hd Lz
toi 29eb ge2asd bnroxd o947 .z2agy nicfafeau {6 Y N
entered into temporary entry permlts to conneéi th Gro d'1éase
od Idplt i i A0IJTURST RIS OUY VAR eroitbhin v 1inaag
property ‘to, and to use a 25 ~acre parcel for, evaporatlv% ponds.
' avs douz i 3I6% o2 BF sl
These expired at some p01nt, But are now the éub)ect Kf il

temporary entry permit dated as of?Uéhﬂé!YHiin?ﬁﬁﬁP?EE?%EL§9§§°“

and Daggetbiosg a'1dspued bae oosibhs V80L en ‘;I’ER“J 2A

R th )

&
TYT ooyan rep T § DI o 4 =
I1 2232 bas [ 2232 o423 o3 espasrdd sailitul zenselb 0‘ aansd

eigupo 1356 I Jeol-~smios A
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BangghﬁéHEél“éoﬂfhﬁihiﬁl&ﬁfﬂ“ S A e L R R A Y

. %hé*bébiﬁilé“héé”%éat Erhnefer fILds wi1én Havg ! bor
‘contaninyéed €Re 46171, aTong Mith ‘StlHer ‘dhenieals:! «The cost of
the environmental remediation that will be required.by-applicable’
law has:not be determined...Daggett estimates. that the cost of
clean-up will’be:approximately:$2qmillion: Edison believes t;h“e?.I
cost could be as much as $4 million. ::Th¢ Ground, Lease'qOQS ot
contain-any express agreement concerning environmental :

gtintag y:ini brts eoascd

remediation.

ota sl o b moans SN Dozes{ pozibd (£0000 6o wIuT
Hater gighta‘ 1528 Irnlpis0 o043 fistw noijoonsed nl Inst Ienboon
oierd rfThe Ground Lease-permits the; ,extragtion ?gcu\ﬁe Q;O
to 1,000:aore-feet}.of -water per. year, [for operation.of the _ .
sprojeéts: i Regional iwaker; rights are:the, spbject. ‘(ﬂggn?inglgrl
litigation-involving.the major.water users.in;the Mojaveg.R Y
basinj®including the.Barstowsand Yictorville area,. Eqi$on is @ i
partyuto.thatalitlgationachzp;999§9§;SxipvlétsggJHQSmspFu$?1$§e
litigation would:result::in;a.decrease of approximately.32%rin ;
_Edison's water-rights (from:4,565 acre-feet: of water per yepr, go
3,100 acresfeet!per: year)zover:an eightryear,periody IRy, 5

additibn;apumping and usage fees:would,be impOsed}at Citetegron

for 1ts.Coo;iWatervGenexap;ngﬁsﬁagignj3pg“gg1qggp§£§q}g;p;§§g§§ch"
facilities in addition to providing water under the' Ground Lease.

,Edlson antic1pates<}ha§ its wate{)al}ocaflon ﬁ?ll be 1nsufflcient
- 1 \ r}-._al ]’J {6377 [ ] 73 {‘oi*t il’f EI

o support, all foreseeable useés. The Ground Lease doeés not

e ST DOy OF Blbuisy Yiloo Nistouaed odani bsioino

‘spgcificalyy address any pro rata reductlon in the r1g t

. OTE ol Lovisg oina-dN 5 osar o3 ban OF Y Ianqota

extr?ct and use watef in such event.

- WOt 916 Jud (3nlog onia 3o boviaxn eeodl

i

..:uiffefences¥Amogg;xhq:fa;tiggg 23 boJab JE15q Y1465 Y1810g15d
As éarly as 1987 Edison and Daggett's predecessors ns
began to discuss further changes to the SEGS I and SEGS II

3Jan acre-foot of water eguals 325,850 gallons.
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AgréementsnﬂlThose”dlScthionszdld noti ¥esult in:anyragreement "
until March 17, 1995, when"thefpartles.entéred{lntO\agreementszto

| b52ses, She ESMROLIEY. eNtry PoImits,,

and to provide for certaln propertx transfers (collectively, the
Frouinon I [¢ IS 4 4 Bl
Reformatiou Agreements) The Reformation Agreements “would

s obate o osed avand bloo a{nyn honion a6 iigiin
resolve .a number of outstanding &fsputes concerning the bésis'for
= 2Ed g areif et i sbaifn

payments under PPAs, a wa vér from the Fedeéal'Energy Regulatory

YLOVA Loninysdsp, ot Loau g taslc

Commission (FERC), provisionslfor environmental remddidcidn,’
= SO I iEe é’r;lv
us i
" -

A odrrw o wancn z2od 3P odsdl zhneino:. s et A
payments for past use under exp{re tempora y e perm and

: ftozzonnbasg a'sisppnd 1o RN § 8
whether certain claims are tfme barred. TENE :
103004 nols1avnod 2001 0
Basis for Payment under the PPAs I T B
oo XGivel on Gelindgs evaewln asd 11 gedd saislales nozind

Heat Rate Values
G oo it Sows ozad aiw o) zolvg dsod baseaed {io 3rovaod oi ¢R0. f

oo Payment'unde» ghe PpAs depended, in, part” ?gqndl[Jl n's

>

Avoided Cost, defined as," ithe product ﬂpf“ld}son s, systemXQeat,‘

o

RN EeD

rate of its Los Angeles Basin fossil fuel generating plants
(thermal systemf &G;iné éﬁ Eéék;déi”‘ééék"f”d oEéJEéék“hédrgﬁq
and Edidéars? cost 6f " fllelyTéhlcdlated 45" providéd inithe PPAs.
Edisoil alid ‘DaggettTagraese " that "Bdison Has &lwaysrBasedothelheat
rate-valiie:..-using~3d 1984-hHéae Iraté;cdinée it is-thetmEst:redent
héat! rite published:® ‘pPiaggetti’honéveryré i st tHatcthé 'PPASHA
"drovide  that  the’syatén®hesdt " rates Sf Edison sILos Angelédd iBasin

fossil fueled generating plants .. could andrshéiildchave beénove

Incremental HeétﬂRﬁte,hahuaqeb 2447 9dT sobore nsoyed

o

i1 10 s ett'alsd agree! tehat=Ediséh i "has Jalkays
dr ar rate—uﬁdét thé [PPas]fﬁyluslnéo

1
LS

{'Edison[%xplaiﬁé tﬁat i%qcaléulatinghAvdldéd C6$t931tfha§“applléd
3 Ohlétoiiéalbratlagéf“inciémentéllhéatdrAtés3t033Vérage’héatI10 '
rate%ltofits %ysteﬁiﬁv%?a“”‘heat ratéfiratherithanosimply:zading
an®4VEragd. nddeehedr b £d1 5655 aves> hott axplatn whatitImeansoby

ﬂoslbi Leed Jauguﬁ_ﬁpucde,ESQI 1odnsasd nmioa3 PLoi931RUD
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"incremental:heat rates' but Ycontends:thatithis practice waspa
ragreed .to :by-Daggéttis predecessors "o (o000 (VI dinuell Dt ‘

Exclus{oh "ot ‘Conbddt ion Tai¥ind “dnd Eofbined Cyeld Unfes 1017
it .'._“i""'-'{ ;';{:(‘))} St ainy g ”‘I((f 2144 ir{."iil SEal! ”\ju{)“{_ Cf 316
T tnird qaymeng relate issue %s whether combgst on

IR ST ¥ e YR E 2y DT LR 8 SRS Y2 = 3l D ipSs a0l 3 95
turbine and cdpbined cycleiunits should navejbeen, and be,

: ER T FEETY R TR T I M vrs i ralfbastztuo o i SERRIRED
included in the scope of the Los Angeles Basin fo sil fuel
TONRa : R Y i oachary i

generating plants used to deteimined Avoidedééost. Edison has1

QIO IV 10 2anleivos (] {HA

A1 notesinnD

eXCluded such units and contends that it has done S50 with the

TR N SRS vuATen o0l Lorigre 1ohil St fang 1ol BINeTYAY

agreement of Daggett s predecessors.

PE-OREIS O B LS BERS o ¥

- PeUREP-S . - e 3 N
foeminly nietinn yodiodu

0il-to-Gas Conversion Factor .
eAd1 odd aohnu Iasmysd 10 2iesd

Edison maintains that it has always appl%ed a factor of
eaulel olsHd tsoll _
1.035 to convert oil based heat ratés to gas based heat’ rates in

- calcblating paymenté un dS?*tﬁe BPRS. "'Paggeft d18iMs] however,
1aoaf wintave 2 Virae gy H - Y g — <4 ar oYl Foe Ty i foer
that‘ﬁdigdn‘haé G984t TnéSndidtent fadtofs. bonileb (Jesh bubiovi
stusla pnitrisasp [eud fizeol) aieed aofopnd ood 23l Io 3o

Use of Operation and Malntenance and Line Loss Factors ) p
RO RS R I \ - .;—.-..::.:_«1 [N NS TR ST I I A H vl

Loff i :The partles agree-that. Edison has-not . calculated it“) .
_ avoided :cost -based.on any portion of~Edlson-s,Operation_andj

malntenance .costs or any:; factor to account for lipe losses.. ...

Ed1son s position. isrthat the .PPAs ;do,.pot so. proyide. .Dagget tgs

iposition: is thatﬁthesesfa@tors;are;ﬂgge§§@rzot9n?efisgtaﬁ?%uAk33

avoided costs;properlys i fi.>  zianis volsaeasp Bualaspl fiaeod

Use ‘of 2Pro&ids1£8i 041 {and Gag cdstsint o3 badeban vilesiholisy

payment under the PPAs depended, indparty upon=the:nl
product:of Edisonlsisystem heat.rate; vand_ ¢ "Edisop)s;cost of fuel
oil:purchasedsin the previous. quarter;or”the most, recent. quarter
pp;on;;beretocproy%dlng saidioil. is,;the fuel ,displaged.q-q, s1e
n[HQHeveg,nlfLenergy produced, under; the,PPA dogs not, 9§§91999iéﬂel
011;ﬁthe,p;9ductgofgthg5hgatgrateland]qthei gorded ayerage; cost
of:fosgil:-fuel: Edisopsutilized %o, prgduce‘ elegtri 91§in9359§351
Angeles1Ba51n,pouerﬁp1ants ,as; gstahbgsped dyring,the p Yiégﬁxs,

~quarter.” From December 1988 through August 1991, Edlson — .
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calculated energy paymént31underlthe%PPASausing'published;oilﬁand;
gas:price'’indicesrather<than its?actual.cost545up31 SAs i a0

';:“.: 1igoc A 1x) S BIiE] ] i -, S0
Status of an Améﬁde& Ad#eément to” ¢u%rant frse.e 8o LD S

Jirdenyw "l":"r‘i sedt JEp "hprl |.'4,.J oOUh g te GoIoved
s v, car om: June 14,1985 [Edison, Luz, Luz’ Industries ﬁIsrael)
drwrns
Ltd., and Luz International Limited amended and Pppersededran
PLoLas Jiad o wparons Lol
"Agreement to, Guarantee“ related to tne PPAs (as amended and

pu i l S I LI S o 1 d

restated, the Amended Guarantee). The Amended Guarantee

SN el ‘ Ji AU ICE A s 3i1‘h) )

contemplated that Edison might pay more to LSP under the SEGS I
Agreement Chan®ids avdided éos€ ‘and “Ende PEHE *proJEEES under the

PPAs might not be fully operational when expected. PI P
6 2w ool JJCCL.onul ni tiadqguio odurdenid JaucH 1olid
iugThé Amended Guarantee‘provided for an €Serovirdz

arrangement inééaﬁhtéh pa@mentg"QSEid bé depbsitgd b5§éd’3n the

o Lasn ‘) [RSF 01 ‘(,\ 4 (} JF, ", ’

amount: by whichsﬂdison slpayments -ynder ythe- SEGS L Agreement
exceedea Edlson s avdidéd’éost asqdefinéd tﬂere1n plu$°inferesti

IHaAl naoigs spianl =il

Obligatlénsrundér the~Amended Guaranteeawere,sequred -by-a: grant
of securlt&rintérést to’EdisODfin certainiamounts’due i

i 1S 1C1 ];
connection Hith flnanoing iofcthe- pro;ects; o {m and aj'

Ao iied o 3anda] a8 N8 5 g,501 R R Te AR VA S &

It is not clear precisely how Daggett succeeded to the
. obligations imposed by the Amended Guarantee, but tne parties
agree that all of its obligatiens were diséharged aé’é%’ﬁécééber
31,1993 and-that no.further:liabilities exist.. Theparties

'agréedatonterminate%the1Amended;Guarantee;n;rw S vyl 2idpiy

R PR B AN F I ivo PFAAR 154

FE! ivzrfd raviaw o0t ez o doic o oanietar [Efde 3i teds
i oezhdg o :

Und r the
oy oL 257349

as ame ded (P
g ond Rﬂb af$*‘*
un

niS yeEbh-0SE ot aoddis 2eijl enlsinlst
Utllity Regulatory Policies Act of
To =i huit el (bZzesg Jon sed 3@ 14
’ and the regulations adopted by FERC
& uy zacizaln:d 11s oldesilygas Yo sauscsd
re der electr1 ut ities such as Edison are required to
{ & bne 1 2042 ad3 1o saofiefiuil ijri-ae 60 rnoiizuboiyg
purchase electricity fr o quallfying fa011 ties (QFs). (See New
91 oviengaxa io nor?ziue sl syrfvpet bilucy doidw 2901 3iLi9R3
Charleston Power 1, L P. v. FERC (1995) 56 F.3d 1430, 1432 (2d
T3 Do IvD S JTUURE TS ‘*'.Jigzl Inersiiiod sl nl o L laom
Cir.).) QFS also enJoy exemptlon from 1mportant aspects 0! Re
Taview 24533 oid 1sbng cddpir ed: datvoniloy

1 T
(Dp-o. Tt s pett 3

g by
Mg G -

H’O x—..c W
ot

H-«

‘This was due to a change in Southern Ca_hfornia Gas-Company's “tariff_that .
5 {mpdsed: &> dédandi charge: which fesultédj in Edison' s;vieH,Jinra{substantial
overstatement of enérgy costs in certain circumstanceson,”; AEASYCD O i

0L 9
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' .Federal :PowWor'‘Acty:'the -Public Utility:Holding GompanyiAck, :and »
most state regulations. !r(Stephen Ferrey,:.l:Law ofiIndependent
Power (1995) § 4.02(1)),, Yndes FERG regulagions, to maintain fts
fa?cred status'as a QFs Daggett must use biomass, waste,

i R | 4 1 Tl —}{ H
renewable résources, or any combinatién, for at least 75% of its

.....

for more than 2$% of Tt's “Coral energy inpﬁf; (See New i
it . £l AT B l_,g:i;;.r,: <5 h'—::ri,'-.'*- Sy
Charleston, 56 F ﬁd al 1432‘) (25, P !
Cerde el rabae 30l @t eaxon yeiy 3eion aoceibd dsdl meaofon aon

b el Daggett fouqd itself wanting relief froq tt isl .
K 5T EE i N 11 18 g 4
requirement: chednoaxa svodw Ienol foear yiful og ifon n@Lr] /49

After Hount Pinatubo erupted in June 1991, there was a
sharpdiop in golabcoradiationsinathe HeSterﬁ United
st te See Daggett ieasing .Corp. o 5gs
&1 ég, ;t 62 17g, reh'g degfgd,‘ég éﬂ 8"“4 gi finiz
“(1993)0 Solaf-poﬂerédieleétrical”gederatingnfaoilibiesuc;,
~y-asked  (FERC] ,to ,waivesthe 25 pgrcent.xule be ause of
the large aerosol ‘cloud impedlng the r pr6d fon of
“etvele&tiri@it9tandTthreéateningtheir-financialt viabillty FLGO
(FERC) . .granted. the requests, al wlng qhe qompanies to_
exceed the fossil fuel Yimit for 120 days, "by which '~ F
time the cloud was’éxpécted:toidissipatei: Daggettt*' TETETEEN
Leasing Corp., 64 F E.R.C. at 62, 128; [other citations
PomitEEd) e TAnuns T e \A~n:~-—1 R S
ritiag edd oo SOSNR LA - ,- G100t ot ovd Daee sl omiotbisg e
V(Hew Charleston, 58 F.3d at 14 3 .) : ;

Tonrnsiusih vrow

S 0OnNY

R

T Ea

'*fffE@Iﬁﬁthe-éoéﬁt,Ehéﬁéééf;%ﬁagqéttnhasanotﬁexércisédiitsf
rights under the waivef31tﬁdbtaihealfrém*FERciFﬂbaggétt?claimsa
that it still retains a right to use the waiver, whlle Egéso'pﬂ

maintains that either the 120-day time allowed has passed or that
To 308 zolouilcd yucolsivpng viiliidu >1;uui il ol
if it has not passed, the' r{ght 1s of 1litt e practical value
ek \'d t )j‘g;}f 8o isg i” i 11 bus ;ﬂ? bob g
because of applicable ?1r emdssions regulat ons an& the" B phys c¢al
07 I3lith; 515 130o2tbd 25 e eeldiiiszyg sitinals L1abnugte
productlon Cap?billty llmitationslof the $E¢S'1"3nd 8£&8 "y oV
wHi . {2 zaidiifond pniviiisup oYY viiotsinal £ !
facil1§ies wh{c would requlre{the a%dltion of expens?v%ang)jjq
By SEf n £ri bt, ((,Qef) OH3AT v od 10Wod nnateslysdd
guipment. In the Settlement Agreement Daggett agreed %o~-*~—
1 1o g3osges dnejicgmi 21011 aA0l3onaro no oefs 249Q (. {.1iD
rellanlSh Ats rights under the FERC wai eg :

"f:"" "",E‘?':? :';*:;‘.:"'*c"‘i 2In031{el nysdivoR ni epnsds s 03 oub zew aidit
SThe! PPASE do° ndt i Appeatr to” depend oh LSP.!and LSP Iy remalhing:QE‘stingg &here
is no covenant regarding:QFistatus. niziys2 il 23202 ypi1sas o daz- nmu

¢ 10
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Environmental' Remediatioh vi ix :”Hﬁ

are - located %n land owned by Edqson and that the soil may have
peen contaminated to an-extentirequiring potentially expensive
remediation measures‘; Edison claims that Daggett'is responsible‘

e N O I O P 36 _,‘\l

- for the cost of - remediation, Hhile Daggett disclaims any
contractual [obligation to Edison with respect i:oanyfr?l caal
v eaviiénmentdl damages:that may:have occurreds, \as discussed faod

,beiey;“hokeﬁef;'6éd§ettwéf6b6§é to ?ufgnese the ‘affected -
e L3} .3_ . {’_'j i rurs ;'
_property,- nd to-assume "full. liability for env Jonmentéf' !
Tk Calx g
remedfétlbh " Since, in Daggeti s view, it is not alreéady3s-!

i
‘contractug'iv"lj?ble,§95d$qghwc sts, undertaking them is of val

i o’ EdiSbn.ﬁ oiilin o.uiq aotlfin £.8% ganbi -:’:2-0

Payment for; Past Use Under Expireﬁ iéﬁ;étéiﬁ”én;;ycgé' its,,!i;

aggett occupied a poftion of Edison’'s|property, for &

'eVaﬁe}dtiQe'ﬁdﬁa”and'é“bipelihé corridor; for seyeral-years- --
> .3}(

W1thout anyiformal arrangement or payment. Dé&éétt claims tﬁ E
Bdison consented to such occupation and no payment is due._w

. o~

P2o- 0a frdpganorivnd
Statute of fimitation and CoursL of Dealing ST S

A SN

noeitntberiad
s Edlson takes’ the posi ion that Daggettfs-claims-again;

it under the PPAs are time barred by the statute! of limitatiéﬁH
RENY

under the Joctrine that_ambiguous. terms in a contract mayip )
”éipfaiﬁéd“by the course of dealing between parties. Daggettxa

positién ig that the statute oﬁ limitation “does:not apply

because, among._ other reasq_p M.lj: .u%o'lu Jaetoor}i rg%%%t?l%‘&lz%voi]q{ed

. Daggett ith information on ‘which to base.its claiméf
7)‘1!&3

STt 3 ‘?t"*"-,\ G 3 L‘-u‘kg{_ ¢frx1 l\i’ 1 b‘ & :aro-

siThe 'Price (Tag Asgeoiated with ,'I'hese Issves .

2 5 odni onizejne v
CI0S0S5 WA NEEEFATTY R thééecfésueéJcould‘Yesult in differeng‘§ain
the amounts that should have been paid in theé- past‘and should be -

£2o
I. 41“5"\

paid in-the future underithe iPPAS o Edigon estimates theﬂé e§t
siiey Jizesyd Jea ao bBozed sis (batslz salwigdle zzalnu Eairniles ’fF”

fzg31 Yo 5285 1 ~ £ - -
1 Yo 9285 @41 ar ,palbuizat (siex Yavoozib fI0ne 3o BERL I Hrevael
- T{apsabeaeateoaian)
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.

of these issues, if resolved adversely .to: its.posfitions,..as iva.x

L) T s e x e, 2 ~
le_laQﬂ.S! D C83l boas I0203% o dad) 02 ps eoidipa gy

irsdue ] cpastipayhentsGifReémaining o bl a| bar Total 4.

r

SRR T EE N S D - IR R T

e on o

EEEINCIFN ISR RIS T FY VI

) : TR B AR L TN LIEE T T
Heat rates ‘ $1 é mili on® L11ion " §4id nii1Tién

Jilis St . it AN NTEE RSN ST

‘_!u llfI

Incremental .- ¢

RSN S 5 PR T

heatirate iin 145 oiy i ovel$2:5 millionvr et | $4 S:million

Type upits [ 0.1 milTion © 2 TR vl ggud wit1iadn

dionac

i D

Oil-tQigast, s{na-z: 1 oLV o2 SRS gl ” “1; $g£ 66?:§0 §9
factor -: mod 2 o '_‘T',:.‘ il oz 403 1eid million

16”J351ju03

O&M Adder $2.3 million $1.5 million $3:8.milljion

Priceeafsﬂigs’ 103 YrsvwouaT Dol tgxd robal oal 3zad |yed Jnerrysy
$0.6 million

$0 60§V
’ “111{on31“

[ liJ\.‘L:

Environmental . ‘ - $0 - $4.0
Remediation Sfifﬁﬁ¥ﬁja

D =

Wateptih.~ :
pvd s dions | {2

purchases |
B S

() 351

TOTAL:nrn7t L 2

NAGISN ron

DLV LG Y tiren v fa ot
Propose SéttiZEBnt of*ihé Dxfferences“?” 1odfo pnoms
wiitels atl.czad o doidw 1o noriestoind {{
Edison and Daggett agreed to compose the differ

by entering into a s&f{é&% f?£§feéﬂéﬁt§'pdf§uﬁﬁtttdfa'Setbleméht
ii{pgreement *dated asof-March-17,:1995.(the Setglement, Agreement).

el Bhlirimda “uwr A~ Lk .
LA —eeg—=ad 1l bisg nosd sved bluardz d2 edaveqs ed:
‘Through Décexr.ber 33, 1993, Inds ednnens edy
Frdéd Jarifary” 1,fl@sl’ﬂn‘bﬁghlb'écembe’r‘iﬁlq201491,-{1:1 o103l ad3 ai bigy
'All estimates, unless otheérwise stated, are based on net present value at’
January 1, 1994 at an 11% discount rate,’ including, in the case: of past’ ‘ .

(conbnued onnexdpags) -
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’Tempo‘i‘aty Bntfy 'Pefmi't‘f‘i'f’f? H TNV T T TG G I B I T TR YD ! L

:5“*‘t31%6ﬁ*363 ba fdbt Ghtered Tntd %f%’ﬁbofafy Ent¥y -
Permitraa€éa ‘o o January 3:“1994 %553'3333 for W3 v
"[o]peration, use; hﬁlﬁtﬁ%&héa: repai, ¢ ﬁ)'\‘ctibn”andv‘"\'“* _
reconstruction of water eégberatlon ‘Port é“*hd{ek tihb‘bi'"liﬁes

£.f 1 oy

connecting stich p01nts “£5 the "SEGETT Ailg’ SEGS Ii”Solar EYedtvic
generating facilities and access to said pOnds and pipelinea Tt
51te.V£MThettermféf»the«TemporaryfsntryaPe;mitj1Sqindefinite,
extending ‘until <the rearlier; of:the lease. OF sale ofi:.the .desoribed
pfopeftyftérnaggettuﬂ*Daggétt‘agreedQEG*Lndemnify,Edison“against
broadly defined ‘contingenciés andito maintainm-liability:insurance

iR thecanount O6f-52-fAil1Yionp -‘Dadgettialso :agreed to.pay..an (ol
?Jhﬁnualffée‘bf:$3f750}forLuseifrom;ﬂanuaryflf?lggé‘andz$25/000?f0r

past use, payable in two eqidl installrents<(on eéxecution:and.on

}Commission approval of the Settlemént Agreement, the replacement

R
[OIEEP TS S IS SN AR

—Lease) T DA

agreement for tpe PPAs, aqd the amendment to the Amended Ground

H ' - M-
PUERE S AT PR P I F 20 B SR A I

Replac"’eniéntiﬁP'A‘-’:% Brrava g fedrg :-’.‘1.,;?;@;’2 Ton a0 ot sy

As 1€'ﬁa iﬁ”the b&ginaing, “thé TBPAS "aré to Be Feunited
PO}

?!, :d:ﬁaée”AQEeehEEE"f
tphE Replacement‘

sidag ward

PPA ‘is! based on*a Standard Offer No. 2 form (SOZ)land 1s made'

3

Ly IaoT N R 1ni i© o o

veffectlve as of January 1,(1994 =y ; ST g 3y

pesy wos ab sldgeifs NI IIEIETD
PA is bétween Edi§§ ' an d Da@gett 105
Whigiss ATl T ITA O 2ldai] &

'hanlas lrpartnerEOf eitherkL82,or.

IG YWILLEGSRT 22 Gf Laiditas sd weo

'fLSP II.? It comblnes the -SEGS T~ Agreement and SEGSJIIwAgreement.

rnsalioties Yo s ERS S s e PSS B sl nosd oved i)f
Because:it-;is based:on- the Sézxform,fit .

A9 Insoansla 3133 3¢ 3 :

each of the; prQJectsEiemain QFs,‘con§ ;,

Paer R A f

Replacernént PpA €1 {k1{3€Ss séec1aL ﬁt yi%

C‘
%3
\
¥}
»

e
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W
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o YR
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Jacooz RFR & oL’.I Yo nobdl 3“‘ enf waivox o bt
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{continud l(omprzﬂouspase)am~ auvincd 3203 1,»;.;
underpaygtents;; i;’,any” } rest,at,an ppr

] v s 1

B xwfjc'\iicffj <
6> 1o Badisz
T léé 3 per.n ‘l;h

Consisten; SHith; tt_;eahigdl qg qg y)e Qur}e 1 : the Replacementu éPA *
does not explain what became of LSP and LS : soeqhisn eobiunitngs)
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s
ﬁm‘ O]

e T
=2

-




1=

A.95-10-020 ALJ/RC1/bwg = N

nonperformance for "deemed emergency" conditions with: respsel -to .

the agreed availibility, factor. , Ko changg, in, the, term will

occur. Ed#ﬁ??-£?3%939¥§D?§)}§§wﬁiQﬂtQ%§u£$£?2c5?59?§3uﬁ9nu 210

purchasq_the,projepgg,underﬂcﬁfFainﬁg%;guq&tanqes. General
PSR 5 RS 0 N NS S W k] y LI PREARI O STE £3 20 I O S Wi i i

R N YN -,Jgr;;{.j\} n

paymepf, Fqrms. Axe brought under the 502 regime, including .
"deration'’," and are.to be applied retroactively to January 1,
rooq i el VALY

cnidioalg has sioiey cie2 G c-ooan b f—tﬂt,‘si‘iiin,\é piti Jat
«:ihait Capacity payments:are set-at-$140/kW/year, .calculated
fu§ingrtheuhsda1:502.formula;!-Bonns-paymentsfareInothQZ:basedn
but ireflectid Joint Stipulation of Edison and :Luz:rand Motion.for
rorderJApprdepqSSetblementsand?DiShiSsingrPetitiqn:fonb vibeord
Modification of ‘Decision :No.<87+12-066.'%[iDaggett has-the.option
1<6ffiﬁcféésing tﬁéﬂfifm\capéeityxuﬁdermthe‘RéplaéemehtfPPAibycluﬂﬂ
.infeach 0f 1996, i1997,41998, and 1999+ ot ﬂf‘d{d&?’q.‘eﬁu

Pt nne b sl Lnnaare S dpann it ol odd 300 avay (GIg,
) “""Under theé Réplacedéent PrPA,” Edison 145 pdy

SR R

o bebiyee A a0 o1 dayoaihoe s add by i ki
déliveréd baséd “on €ime of day usade {peak,’ mid-*peak,
and super off-peak) multiplied by a rate, initially equal, “4§70f
January 1, 1994, to 80% of Edison's published avoided(costeaiqog

. .Th fter, the Replacement PP@fFies,gnQr?y prices to changes in
[ R I S R R RS 2 S S S £ N 2

1n gl A€ on® 18 WEY “ddEindd 1A ehie 5dAde 1h Vhe Bt onty {886 T a0, e
Compact Oxford English Dictionazyrigf:ugﬂglj 2d.ed;); (Tto, fgqe’d‘aw._gaq_g‘r;gd e
cormodity) from rationing®). It is apparently intended to nominaliZe thé verb
. "derate;":which-is - an:éngine2ring, térm mganing(t¢ lover thg rated:capability
.of an apparatus due to deterioration or inadequacy. In the S02 form of power
purchase agreement, Edison-agrees to pay’4 QF,4 fixed pdymdnt per:-kilowattio
capacity made available in any year. 1In the event that the facility fails to
deliver; the .contractual firm capacity,. and.ip certain other ciycumstances, the
seller m5a ‘be rllkiig’leiiojitdisbﬁ ‘giﬁtr‘actgaii’ypfég‘th’é‘l}di tflc’:’r‘e(rlx;iéefzi between the
iccontracted firmicapacity and(ihe; agtual; firp capacity. In;such,event, Edison
may be entitled to reduce the firm capacity of the contratt (to "derate™ it}
-ahd:té ‘re¢dver’ thé dumblative-difference bétween;anounts paid and amonnts that
would have been due at the reduced rate by way of curtailment. :
~“Pg!fméf{f§1 A¥E belngipadé "aridet {the i¢urrént?schéde ) lcand s itTuefup’ wouldi ba ::4]
~er__f,ormecl‘.c‘>n %c‘muﬁis’sion approyal of the Replacément PPA. = - .
28l 1n e’ 360Y RN Ca 1 ¥orB1REdI33n CoklPahy (1958)= 28°drUC2d 1 6] 16, daso
which wé mb?}%lf{i?gggD. 87—12-—0&
allocation, *and”

] Hith reéspect to marginal cos reyenue .
e A P B S S T R B Ry Y8 s by
__new electric rates. HWe did not_review the petition of Luz that sought -
¥clarification that Edison was nét authorized in D. 87;12-‘-266‘ to ﬁbdii{ 'it’s*“
met of calcylatipng avoided capacity cost bonus payment&itdrqualifying sy
,;qcﬁifgiegza : lgglygﬂ%’&éféi?ﬁ&‘%&ilbnﬂbn’Lgi‘%*%él¥?i6ﬁ5ui;i;3Ap}11515ibﬂg.
“1988) WhéRk 'Edls8h was €0 TERSrt [Eneresulfd 8f 1€41hE§ot14C18a4 withitazoTTe
{continued on nex page) - - L1l 1l 21 10 amsozd Fsdw arfelidxs dua 2o0b

w1 nase iz
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Edibbnlgfbublished.priceeschedulerfqrnQE:PRECh§§¢§“§RQJEHE;FQEE\
of inflation«u{per the:gross-domestict+produck dgflator) us;ggjgwg
formulai’iIn ‘any:year,-25% of the change in.rate. will B8 it
déetermined isolely By refexence jto (Edison's published-aveided cost
'forithe time\of iddy corresponding:to wsage.:Therenaining (153 of
the ‘¢hange ivillrbe détermining:by.applying annesqalq;ion §actqr
to ‘the redpective.1994: published rates.,-That, escalation fagtor
is the lesser of the applicable Gross Domestic¢ Product ImpliciE

Price Deflator index of inflation as a ratio of the 1994 index or
th i 8 391&A gls)
e ratio of Edison's published avoided cost for 1934 and t ,

1 [ANILS) ] afas P
carrené pe?:iU \’There?é‘(t 617 hIs’fdfﬁﬁla-WillcbéQto modulate

i1 o1 doobdun : G otiniy rog
the rate of chah&é‘of £a1sdh" 4 pib118hRAT2osES 10 yolunsas o7
vibozn witogoxq odl o fio =

;o 2idT Laoitaeions) odd 1o {EVOTF“‘
- 2 RERS R
50?&599menﬁa};§gree@ent

2bacq avilsstegnvas odd \eidnforq i
Mo g “EdisonEdd'Daggetbientered-into an,Envitonng;al oA
Remediation ‘ahd: Indemnification Agreemeq; on ﬂarch 17,§1995 ;;

-

. - ope¥ator: of ,sand ‘has’ cont;:o,l» over, ;!:,he_; ‘S',E;(_SHSL;-,,I {ang,_ SEGS I_QI.I;?‘Q}Q?

genérating' facilities,i the ;evaporative ponds, and other . ., _.

aééﬁdiatedtfaoilitfes;wrDaggettnagreeslto,perfo;m AP oy yiafos

“renvironmeéental ‘assesdsmént-ofi the, property and any,other PIOR{3MY
“that:‘may ‘have been: -affected: by. ,

including a determination of ‘the existence and extent of
Inomas A
contam1nat10n. Daggett also agrees to develop and 1"*‘1erﬁ‘é’r§j‘§
v ‘1 21, qﬁii“ if 0 e ey 1 e R .
plan to femediate any 04811964 9g fBundwitér E6ntamidation. Edison
EYEIOR T o

“has the r ghtoéo ‘Spprové’ “DEggéte §0dhvironmentsl lcondultant: and
pathuyisni o g T G hen e ke e nr ey
to comment on the env1rgﬁmental 5§s55&55mERE addifemediation plan.

;_vf\\rf\‘(! r«”’j J 2o

Daggett- is to present Chdsrefiddiation plaitsMadg régulatory ‘or
governmental agency whose épprdval is necessary for
implementation of "the" remediation plan. It is not clear whlch

agéhéfgg Ehgge‘ate”L“Daggett wi}iiimpléqut-the<remed1ation plan
e 15 T i 2 o ot T -Ir,: $3 “J"‘Jlkﬁ’ 17)£:£I N EYar :
..and ke tgé proﬁerby’in Jconformity withe applicable gréugéyéler
Sn1Ei0d J:q atr+ resd f’Iv “313u3~ 102 ni zeonedEtudTio

in sadatglaih Qi&ﬂ'uﬁafav e s .
= . SRR TITTY FU TUTUCE JENJ A L JAan5aacA

3 f-c‘ 1 e oG ~ i
. = (an F‘I F\‘bﬂ‘ )0. fEAS ias qu‘, =3 poeibhi3 jﬁ:‘h poieinib oon DU IG 4D *zj'
gs’ not[appeéﬁ “fhit thé“Commalssion-taokivp-the :issue; aqqiq,ﬂ af tg*\iqfu
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éha'%dii’écﬂtaﬁiﬁékibn‘éfhndﬁrdéiétwitsso#nrexpenseinwDaqqctgbg
agrdds to Te1d Ra¥inl'ssd ‘and indemnify Edison,t its parant, 1.7 lo
sharehoiﬁbf&f"bffféef§,fdifeétOfs, empléyeesagentsand fiad
© ACLoEAEYY £ESH “ddd against A1l colaims; ~liabilities,fees,  Cines,
"penaltfbsf‘f Srfélturesiand losses! for-death, vinjury, or damage-to
propefty *(oth&F “than dimtdotionof: value)*in connéction with. i,
Daggett s for “{ts: pfédecessofs‘ use of: the property- before March

1'§§55‘3"" topb oy Glozosvc] soonn oldo P lann odr o casaol il
o Nebat PORT sHZ to otdot & ae aoidsiinl 1o xabal £ t
3 30 ¢ s e 3l fdsRLINT 1¢ RS S 11 b st 1y
sale A?reemgnt - 11 8 A BN AL E S A
s 1GY tzgn bebiove bofdzildog 2'noztbd 1o oilos ol
g4 fui o ~Edisongand.Daggett entered into a Sale Agreement for
tE R 1 E. é gg t F ? X %? any Pg;z‘}xl HivinD
the transfer of 333,acres and; Q?rtain asements, §UbjECt to the
133 SPARAD 10 918% aill

approval of the commission. This is all Of the property used by
the projects, the evaporative ponds, and PR EU?%i&EP%“BEIﬁ el

hem.‘rDéggétt“ié t&° pay' Edison® $103; 000:and: Edison:is to convey

'l‘t\

to Daggett a érant ‘deed’ iﬁ3fee\(sub3ect'to Edison!s .reservation
of "whter Anhd’ Hinelal " rights> withvlimited rignis:.of .entry.ifor,such
mineral’ fightsf‘a Substatioh easement,!:various iaccess, easements,
a solar eiSdhdnty éﬁd“é?C6ndlt10nTthat€the-property_hehuSQQngg-
solely for‘Ehé*ﬁﬁiﬁﬁbévbffdﬁératihq{sélarieledtfic‘generﬁtiﬂgfi

‘b?S;ééts) bhj&étf”is'f&’obféin“théfsurrenderqof'existing?leases

0 A9 Ike Lo Supcdwixe ody Yo aoifieabuyoldob e nafbyload

thégp_ﬁgreement )

! gt T
21 bas agoisvel o3 zos rals Jlappn

i
aozibd .noBdison-and Daggetthl‘E red into an 0pt1on Agreement as

¥ Sin e ot e

iof March:17,.-1995 undex ;which. §g§§anhg% a .Qptio nngelrignrcnise

o1
.rthe prOperty;within ;ga*gays,of.certain ey ,Jigglgding
- = : i (127703 ¢
sctermination Qﬁ the Reg%gceqen“iPPh,Iabendgn@

Uf ,pq =S Fafee

CJ

t of the projects
UG G 2t 15D ped

c:mm

. 3 B
f0: YAnzesuBll 21 lﬁVOIqqf azod VYONGD6 fsen TALOVOD

fey Fetrs = - - s ;- ot e .
doidy 180io Jon 2 31 Cnelg noidpibzniat Yot Yo noldsdmoexasfait

6% r(e willfndtimpose ithe condition that. Dagge cure, its‘_obligatlons under
the Remediation Agreement by a “bond og sim?l£§ 1é‘r?ranger{*én 12CH3isoR] Hl’llrﬁave
TERE Y1 ghtto sftset fdgainstithe l{eplacepent\,?g’ft PRYR _‘e‘n\li certaltt o3 ,
circumstances in connection with Daggett's performance una the éme'diryl}fon
“Agreément. " "As” that ‘source” of protection-for-thé.-ratepayers. diminishes with
time, prudence dictates that Edison be wvigilent that no qu grLa,b}emdelay be
tolerated in caff¢ifigoutithd obligationsiundexrcthe: Re'ne id¢io ' tb
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on’ ‘the' pfopefﬁ&f(présuﬂably meaningithe- <interesti of rthe: Lessees..
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or the 'sale ofithe-propprty tq.third.parties at falr market value.
plus certain.expenses, : =: o1 sjdiif o v opoe il

e fiaa

Water Use Agreement VAT ERRE

N APy

U Edidon Hnd iDaggett ‘enitered into a Rater Use Agreement
dated as of March 1771995, “ Edidon: agrees. to.allowi Daggett; to;.;
use water from a 2,400-acre site owned by Edison (commonly known

as the Cool Ha Q{03499hqﬁ99]0 ,&hB?EﬁngﬁﬁPe ating Stationy in an

amount gener lly _equal to.Edisgn s watér allocation less its
actual use. fﬁkpﬁafgf Use Agreement'termlnates when the

Replacement %p terminate§’9ﬂalson reacquires the property sold

01,02 460,00
@y the Sales A reement, andlon ce§§$1n other events.
EETE A0S ORI S £ alot {oisnpieduz wwonl ol sbianie nowibi VIteg 241 107l
Amendment to Ground JLease, L L iagg S
e dhowior 2AYS el eosvsiisd ner s

iis i
Ao TreuneT EdisonytDagdett; andsthe Le§see§1ep§gr 1 into _§§?Qq’d
Amendment: No: 72> tor Amended;Ground, Lease, and, Copsen; qa§§11§sJRj
“Marceh' 177 19957 (Amended: Ground: Leasg) 4 1, The. Am@ﬂ?ed Qrgyug Lease.
. deals with theisame: property:as. the:Sales, Agreement anti‘"l;}l‘g'{
Optioii’ Adgreement and brings the. project; site under a sjng_l'q Y
propertyWregimelthIt?131apparently\;npgngggn§$fquig}?{gquatgg

“éifﬁn@éhehﬁrpehdiﬁg-cbnsummation of,the.Sg}qihggggpqggg [os 1o,

4 ie, Y
1 VI

Ecénomic Anaiys a of the éettfement srrods vilaitreq *(i:z-:a e

Fis LECEY 3 S
Edison and Daggett have been negotlatiﬁhfovg} THe =T

éllocéffdh offﬁﬁ 69455, 5 mi 11184, YépréSenting thé difference
between what Edison admits it is contractually obligated ito pay,
and' what.the' parties: agree ‘that.Edison: might, haye, tq pay to

e Daggett ufidéd"€he ppadttincrnntivio 3o

e Third parties for watér that Edison may be
obligated to provide to Daggett

»;' werel 2@ Y: Tb (nsidatbheToa ,{rj oMo Hivng of - in
: : _}-L Wy edd 2o ae sIdeninsTns @t yiteg ofdienc
o v ; srLai oon l;r =i 1% jf1 G 10 1’?“ arizeibotoyr I0 szoegxa. ol
et Sdea = ro3i XE eszedoyeg selew 319) 2l oiuzcawo 1o s9le nies 2'3ispned
Nldetes oo rEn gl A Fi obivoetg o3 barepiide s} cosind g
. . 8ot of a minor amount that Daggétt may, or dy’ not?” "é obl;éaféd’to pay by
w f ba ehty 32 cmiiz Lo ﬁ"".'_"pf‘lhj“f
ay o ck:'r ti Eoletisza ne of qu gaves aosibd ed3 3o 11?3 o l'f.llh
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¢ ‘Third‘parties fbr environméntal srénsdiatidn: that

Edison may be liable for as owAgri6fxtheissisn uiq

property Jipsooxpd ozU s0IsW

e irorpd Ie Wil be cuseful ito keep in mind the folloping chart,
which’ shiows! how that: amount. might be allocatedi: , ..

<
e S T ) L O R

“Polontial Gaing —| Potential Losses
Photadew e aEdison el laupo vI
riryres NORG o5 l oz $23,300,000

e liinunins no- 08990 ey

4. . $17,200,000} $6,100,000 T

For its part, Edison stands toincursabétafltic‘:ii; mgf:;eﬁ;)én !3
than it believes the PPAs comnmit it. to°f>3'§”t8“i53'é’3efi AnghasrA
benefitsCAdt 4E13i17 fram thd ottcome of;fthg';pches_s.-g:{ Daggett, on
the” étﬁaf[’haﬁa}‘ * {3 " pdténtially aiables for: environmental - hrsna

CFamediAtidn dipéhses®dhd may: intur: costs: to:purchase; w‘atke:r;‘;_yh‘i_-;e
standlhg td réceive substantiadlly:more:revenue: under the, PPAs if
it prevails® on 'its interpretationi® Therefore, from Edison's.

, perspégfi?zgii thie Seftleifent’ Agreement:is. a matter- of, dapmage,., .,
control and from Daggett's' perspective;:the :Settlement.-Agreement
is only partially about damage, cdnt};ollsnjbut primarily about

is1oz 9 10 eteylsnA  orcaneni

BF Rt ¥l NS TR Y3

¢ TSy

revenue enhancement. . ’
AP TOVO s D T DTty u0syl GVig] Ilenned on noeipd
sonetsitiiEdison and.Daggett ‘agr,e_ed to anus)t, their differences
hd LRV T LD L LN riniaad 5

t ryr = gan
i '§=5 LS & LN Sl oan

as, follows i fd- vifciinas a2t G oo

3 I oericos gozild Sedu 1aguian
G AT O S T B LA R A T - .
R ¢ paggéetiwouldinidémhify Edison:againststhercosts,,:

of environmental -remediation'® | -
Lo LS TUInll P UapnRil e

e o~ F 4 e BT
Sew 20l enliteyg bhiidl e

+

sppeld o3 oshivorqg ol bojepilde

33ith respect to environmental remediation, if it is determined that Daggett
was a responsible party for contamination on the property, it is liable for
the expense of remediation whether or not it is also indemnifying Edison.
Daggett's main area of exposure is for water purchases if it does not prevail
{9“;i55391§i95$béﬁ,EQ§S°O13Q,QPliQaE?d,to provide it with water under-existing
arrangements. TOTT SRR NET A W{ER 335 Zed) davers yoakn £ o sentt
14ith the effect that Edison saves up to an estimated $4 millionisd 1o yewu
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eisEdison-would provide 'Daggett:vith:water: pursuant>iuv
ner e torthe Water ?Agreement";hfa—:«z DIrcar AT e aasn o]

° Edison would sell required property Lo Daggétt&'ﬁie

e rafor ta inominalcanountt?: siiiv Ponid on e
AE; ‘Bdison wonld’ pay Daggett $9 o84 adf1isn ?the et

23T B oaTnA

§et£iement Amount) ‘hore under “eiia ﬁepfacement S
H pBATthan ‘uhdér “the exist{ng BBAS ‘“)"ii‘ teefeties

-\-5,,‘-"""!“‘.”:! szods s 20on) ruotd A pnlidud . wtlfiy £.0¢ =t o
ey EdisOn an? paggett agreed to aﬂset ?f assumed 0 nozind
conditionspponce;ning future inf}atiop rates{}gas pFiqeefhﬁypig

cost. energy'priees! ang pover, productlon from tbe P{°jeﬁ$3x”;§93
of these assupptioqs ;ffer from the assumpt}oqs th t Edis°95juo
would othefw}se apply, presumably as.. J(r{esu}g; I“ a pipg)g 16
Under these assumptions; Edison and Daggett calcplateeiﬂpa frot
payment for fﬁrqh ﬁ?ﬁ Xuﬁgsghe.Replacement PPA at- the rate -ofy

$107160/53/year:w0u1d prodyge the same net present’;¥alug;ipaypent
streaﬁwfas thé existldﬁtPPAs undér Edison's. interpretation.yfﬂ,
Incrzasiﬁg tﬁ%“kl caﬁaé{ty Gayﬁgﬂk rate to $140/}ﬁ/ ddults

yment oglthe—§ett}e@ent ﬁmounb;fgom Edison t°”§@§9ﬁ£55hf

H

in p
{ ! 1 hi djust 1 4
%q < 'Th%. ca ﬂllat%on of t') s a )lés ment is,. nnaktigr? B'é {?o €

comp%éi“thah*éutlined. Edison aqd Daggett éxamined a_ra ngepof

assumptions regardxng condltlons under yh1ch the net present

C.~\ .....

value of the exlstlng PPAs could d1ffer. If, for example 49as, .

s f ster rate t a a ume at ti
prlce 1ncrease{at B, 1aERE ] h n, Ssmxd{ i ar,mmm gFIPDinj

progec;ed increased paym eJ ﬁﬂgn}y §3‘M box 1
A

£ {1/~
million.; ? tpe other hand, if gas, priceIL rned out 1o over tbgn

forecast at a time when the increase in 1pfl }on was equal L¥9, o1

SRR ES

[

VRith the effect that Daggett or Edison saves up to $2.1 milligg 3%%3:;“55‘?’

market ur?gse§ of watier. o L . oy - - .

7he: p 2dds' would' be fhs{nfffcié 1€ v&rESve Y Ehe’ st To 2 tﬁe?ekisung‘ book
ang the {f. sal so Edlson would. actually

Epr‘é NIhAESTY siig’*hgé‘, u’hich T3 paktia1 1y QFESEEC Ry $i5,600 26 S&‘Ei”é?n..%ﬁi"“of

back, ent£5$ueSHQ! e o Li6 jg Lsss ps fe8 ,fav 10V zaoidsed

B30~ Jinudty 1,7 1994 at 11%.
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greater-than:the-escdlationrrateiin avolded -costsy ithe
Replacement PPA would resulﬁtin'projeated1increased‘payments of
$15 2 million. e e . [ {epn doleiy iy e

‘,’ M- E\):’»J f.\i.".‘x I rf £ | Loiaps o issy plosd

When combined with the:net:effect of:therproperty
issues, the overall range of outcgmes is that the Settlement
Agreement results in 2 net transfer from ratepayers to Daggett of

$3.1-15.6 million, wlth Edison estlnstlng the most likely outcome
to be $9.3 million. Putting a brave face on tnese nﬁmbers,

Pt e 4

Edison pointﬁhto the' cof}espondlng range Of possible ‘butcomes of
A RN R R LA E STE tas

litlgatin thé di3pute)” Wieh 1t Vst IHATEs HE AR ERpaAEE ikl
p

" ratepayeis 6! fibh $0V 4333 M oh, wlth‘the 5"éia “sker'?

outdond! ekt iwhted "ﬁgfl)9 mill{onl? ¢ %iﬁd(to hed’ €he Lbsts
of seftleﬁeﬁgiwith tHe botential outcomes resilts' 1ﬁ’“h&“"” e

BV

folloﬁfﬁg triﬁ Dranead oo aLoibH o Gnaoligausas czodd sobal

T T g ..'4 T S j..setue‘rhéﬁt'Bé.'}l’éﬁ{s;(‘COS,ts)‘ :.l .
Costoflitigation“*‘ 2T Ion s il Highrota bIBageteoNelyap Vol
L00isiouaioin: s tuoand tloay 391884 180 93, 8.0 3t]o s

~Edisonprevais .. ;. .. .. $ 04]..A  (152) . B,(69).CR7),.
*Medidn dagé" - TR g 9l <D A"""(3'.7)" R "“32.6“ F 88|

s TH)

':Dabﬁéﬂ‘b}é’vaﬂs SR o = I W A 2 T30t 20.2
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T e hiTe possible outcomes’ébmblnlndTﬁhat ¢dliYa"hippen
\{|: 5

in’ litigation wlth hhat cbuld happen 1 the  detetitindnt s of

prlcing ‘untold’ in’ dlfferent ways\tepresent the EEHSEIES" B the
Settlemeht”Agre%ment to Hdi <60 S’Eﬁstomers{ ' thé’%utc e 18
marked A B V& And’ ;“éﬁstomérs“éi%’wofségoff}théﬁi1%“E31%53‘(“
takbn T
Yoy

customers

U 4L irTStl - [ oIt bynr 1t o ‘. i [ tm
chincés' s lltigatidh. In BH oyl E, P , Hf nd I,
«,;:en‘ ?:i: {'lxk'f i annerovit gt sl St s F2ED010Y-

Jurisdiction‘”i_ e

Y PR p i PRI S

dead Fa -Edison-.seeks. Commission a p

3 :(‘ R R

Agreeméﬁ “ang” thegtrggsacfionsw conte)
Sections 701, 761, 851 and 2821, et al,
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C(S:rfimis’sffi'ci,‘o’ri“'s':‘liul'e{é;‘"‘cif5'Pfe'a‘cii:‘-i<:e*ancl-'Procech.n:'e.»-,‘aqdp);jtqirz.,._.i By
decfgfgﬁéfjsgdéfé,-éﬁdl dsolutionsg-of jthe Commission.t . This

waﬁélfégﬁfdnwfﬁfig,ﬁhdér PU.COdé«Se0t10n5:2321(ah}agqﬁsikyfaﬁ'r;
\"":’lllf ’\ B T e)
The jurisdictional basis for édebdiga “Bfuthet o1 2ol

CommissiZn)s’;LEhority over 'CRis R attés 1évts Bé {foundcint PU- Code
section 2821{a), which requires us to napprové taild 'éstablishuon
equitabié éharQeé to be pald by an: electrigall¢orporation which

%purché%és slaktri¢ity o1 eléctkicaligenerating, ?apacity. Qr.both"
CEdbh B Qﬁvghd)lﬂ“PU'COdélSect10n1851$kﬂh19h:ng§ rns, transfer of

utilitf’“i‘opef‘:yf oo 3G Innps faeoof 1ian il ‘gﬂo'ijf;,__cq éj;; ‘)
od 1o ol o nEan B o1 2lirn ot lantiert b .

As we have previously>noted wheﬁ“é*utilitywpkesentSIa

A9 edd woild ne vnipasasi

contract modification to Jg B33 dﬁfjgﬁbrévirg it!'does so'for the
purpose of assuring that costs stemmind“fré the evised éontract
will bécﬁaégéd‘éhiduéh iriratescm s {In: renInVestigation on the
| CoRA{Ss16R 8 "OWA MoEi6nicints the: Transmission System, Operations
:‘ of tE&REalR CalifokniaBlect¥io (Coxporations Reqarding ., . .11:p
“Tfﬁﬁsﬁigsién?é6ﬁ§tréinés?oﬂacogenération;and Small PoWer; . ..
broaiatldn’ Develophent  (1992) 0 (D.92-02:014).) ¢ In;s0. doing, we
normally consider the merits of the;underlying, coptract dispute

to assess thesextenk,ko,yhish, the sepbiement,reflects the risus
that would have been borne by each party had the dispnte been
lltlgated L)g%gT?J;iﬁéidegies of scrutlﬂf Thatiwe @mploy ought
reasonably degfns}gﬁhﬁﬁsﬁﬁeivt?etrqﬁéilyingﬁfdhtfact”is ront ar form
that we hixs‘?s%%iggs}x_gfeséflﬁed or ‘the' Productiof negotiation
between the parties ‘that has- departed’shbstantlally”fth'oural ‘

JlJ_)J ES R SIS I !r\j.“i(}(l"‘\l F;I{

mgﬁgLf_

SIS -f;) 5o o2kl 54}5‘3??’3{‘:{‘
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{4 1o roizgibs 01 e F1g oal boisnins dastapis -
tnso(31<The reyiey under PU .Code Sectlon 851 is the énefél
113360 913 nol e \_{‘un ard} ad i d
pubILOrziOt‘EI.Qﬁg!.§§§“Q§Eq?fﬂ"-]f: notee
; i< 101 2 HISFoDIPs
sldegosgat.od a: RABLE 6] p ‘
(iyéisjof}the "Réplaceiiant PPA 1onzzoovz o123 baill notezinnod
sidaiovonot od bluow o
334 wonceibd yvd ohen 2inomyac P ;
?g? g}glatiog v 2daenysq Jerdl oz Jdnsbunag bns
> 1 ESHR e W H
aimixe 10 wolvsy o3 3donsi{duez ,z221sY af aosz

23 e
v It has been Edison's negotiation positloﬁd ‘éH}Dgégett
that the most that Daggett could hope to recover fréom litigating
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~ the PPAs“3h3{té1atedaagteeméhtsris:apprqximatqu£§4QO{Q90,: Igﬁ
Edison :t'iaﬁlld""ﬁfé‘ﬁiail’ri‘on “allcof ritsipositions, theSettlement (-
Agreemenfﬂaﬁd*tHé‘ﬁéﬁIaceménb:PPAiwould,)accordinggynrggultfﬁq_a .

loss to ratepayers:of from §2 7 mil}ion to $15.2 million,

IO DT LI . ap

- dépending; on -what Hqu;q have transpired in the future over the S .

)
{1"\[11“ et i Forv ey

=

Poaid corriann ""‘fi';'-‘-' T B AN AT PR S TSR
Ciigy gbntrast; i Daggettisy posjtion is.that, the leasttrrﬁ
“Edisbn c%ﬁld-hoﬁe?to-betliablegif“thngRAS[apgi;;}gtgd ggreehents

. Yerd? 1111ghted 18 $2313imt 1140010 ¢ IE; Daggett; copld, preyail on all
of its positions, the Settlement Agreement and, the ﬁgp}ag; ent

it

PPAxwoulﬁ,,aggQ;ding}y, rqsu;t'%g a 498 ain (}o-Fdison of between
AT E iy} VLT o

< $7+7 wmillionand ﬁngQJH&%}¥RRI again depending on-how the PPAs

RN SN G670 f"f""_‘.?f IDe 30
-.would have-played outaoyer;tiﬂg-,aﬁ». teid1 pni s
‘ cdnon el pnlivzzs 10 azogiing

xid a0 ao Thé‘préposed ‘settlerient would avgidnlitlgationﬁ fliu
regulari7e tné- prSperty regime .at the: pro;ect 31te(.§et aside
differencds ‘bn Hov theipPPAs .wouldihave;turned,out, - and adJust the
capaca.ty payménts jn‘theiReplacement: -PPA; to,result in payment of .
ah additional $9.3-million-te. Daggett,,based on assumptiops that

coutsefof;the;gghs,biqgi“ At o

Edisén aﬂd ﬁagqett a{]rée UpOI’h PO atiyvass ot yobiisios viicriion
aEatr st eloslior Fiie » o
Przor Treatment{of a Simiiar §étt1éméht Agréement it #nozas o
B I’ 3oofapt »-': A S TR -
, i ERER SRS I 8 1% BFE R g 2nsed naod overd Bluow  1adt
iy o poioWe approved k3 slmila{\settlement and power purchas%
(4] ! f
restructuring ggrgement in 1994. (In re Southern califo s’
OSSN G000 3.3 vidnn

o Edison Company.. (1994)MJD<94 05 058) (hereafter U.S. Bora 3 593

2o ylapolvaiqg 2{{f Sy oedd
Like, the present application, U S. Borax involved ferenc
Vi;k SEnr Jead CJ.L’I;JJ (f‘j li 3T J t d
Hegotiated -
o

" between Edison and a QF concerning interpretation o

arrangement entered into prior to adoption of the S02 reg ﬁé
Iptsnhp =3 2t I288 nof

Like this application, thé ﬁéfties Sntéredints & ‘gettlement
agreement subject to Commission appro&ai’”in&lddiﬂ@ thatitheq
Commission find the successor $02-formsagre @eBﬁJtQObglggﬁsoﬁable

and prudent s0 that payments made by Edlson would be recoverable

noxdﬁlulz %i
ERPNT Y full by Edison in rates, sub]ect to review of admin on.
L A3 nortieca noidsidopen 2'aozibd nsod asd FI

vniis : G - p amr e d . ’
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S W phe”Ewd applicationstareyalsotsimilar. inn thab:theyJ»a
"départed” £rom thatusnal s02 arrangeméntsiin-favoriof sthe:utilivy
alth' réspéct’to” daEALR S paymentoarrangénents s IniUiS.iBoraxscwe -

Topeviéwéd’ the sett1énént int 1ight of-the Istandardsiwe,getrin.an;
earl {87 dade! (Ih? 1'é PAELF1E>Gas ‘andrElectric.Conpany:(1988)30
cpyCc2d' 189) ‘and: found theﬁéettlémentitozbe;fundamenﬁallyzfairig
. adequate, and. reasonable in light, °f;th$sﬂba}?:£?ca§9- consistent
with .law,: and- in the, public interest, .. _; .

ia bevicvnr 2 taveon

it

ty iy

- oY’ addition,{wet found: in*UiS: Borax. that-the.settlement
was the result of a lengthy negotiation process,. conducted, at-
arm's length,, each party nas, in, a, .good, position o g?uge the.
strengths. and gieaknesses; . of its respective Case!m“tigatic'“ rould:

Lovitnt

impose;Substantialutime and . expense{hapd the amount of the

JOETIN0T 10 el 1o
settlement ;was An-the range of, probab.le,c>ut:_i<;o;1rze‘sj.i e .
...... L] 4 2 SED a0t d
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"'1' 2t

Aﬁplicatioh 6f U, §“86?a£ to (thé iProposed Settlement :Agreement

R 3L il "51,3.11' "'{ -3
o N The hlstory of the PPAs H&E‘nbéfbé%n harménlougJ )
iy N S A Te! O “1(“(i,L(r

,»UBeginnlng.i3 years ago, shortly after theJof{ﬁlnaiwﬁé?éeﬁen4féthe

b laocw axgfis

arrangeﬁehts between the partles ‘have baen nedotiaﬁbdfséﬁéﬁdéﬁ
restated, and supplemented fr‘equerﬂ:ly‘I FHE Qurrént Pdona ‘of Ut
ta1ks bdtwednT thé parties Yeganzin Februaty . 1993:with the initial
d1$¢u$s10n§ igénéerning €he“conditions leading:to: :the3FERG ivalver
d1§cU$séd“éb6Ve ahdfeéntinnéd untid abOUtvhprileO.,199§>1o:ar

wand siriannod goidani izl o =zan .
. Edison_and Dagge?t, inc
v ioowoll oaroven Lo ({'g} ¥ e N
are‘fully 1ndependent of one anj Néth g iﬁ”tﬂé Paéofd it
Dijzzeg 231 o bsfioeveyg ava{bg ‘r 1 o
3 ggest§ that the have riegotiatec Wdieit®pPA dnaried
"“ Poardiiw [1el eiacizising =,JF ELS hfaTde 10D 10
related transactions at anytﬁl ng 1éss thantarm's 1éngth? i
wEe aijjse jon bluow gsizse E ?C"l vesonivo sidedorq 1o
1o 3uo viieEdisen and, Daggett haye f llly explored their respective
~1positions. and, Edisen, has,suffi n Eig; mation to be able to

(V28 38] COle X

15 91 of noiItoqouqg

viaxe s p113% Jnf‘3iJJﬂ/ ba[orﬁncxc 5 ﬁafupﬂijpfb .
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i ‘ii:“iﬁﬁiic‘éf;%l‘ﬁs‘%? Qﬁiﬁfé‘?eﬁ“,‘i?i‘éi&??éﬁiaﬁ%‘ie ‘s;iiﬁwaiai’flz.‘e‘;%'ég?iymiﬁi
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asséSé7thef$tréngth323nd:HeakheSSQSJQfait§g99$$§4083? We assume
vthat ‘Daggéttoiscalso:able;to.pasess its position, but,we are ngt ®
- congérned -,ﬂith-‘:ﬁhetherf:thgrvprOpos,edi.érr‘angem?hts;@rg, ‘fgi;;‘ to,iy.

Presumably,eifaDagqettehadfany doubts.on:that|score, 1t would pot

have ! séttlediraoterareiconcerned solely with whether Edison, . as.

the?aéentifér*ratépayetsfjiS1acting?in{anEinfefmeq,mgnneq,;ﬁwj

| Phe hist “"an‘é; 153ubd” ih this"disputer are: complex and

the amounts involved are suffl&lbatly’ 13¢¥ge™td giverreasonable:
--assbirance: that: the:time and)expense, involved in litigation would

be’ substantial..szoooxg ool feltonog widvand 5 Yo diessy cd) 2ey

hd i>eF

it d ooy 4 boqe RO L I T T I e o L,
R “D’ g?;et:’t‘{sJ IS dr e ¢blorablel# Bédause ithe:PPAS 115

ide‘icived' Ffmm th‘e’P"‘iqinal (Agreerﬁent, Which 'was ot ra> standard =
i IS i+ 3 v 2

offer forirri of sHE A EEL e W Préséribed,! wd Wil ot analyze,

those claims further’” Han”"féi‘ét\fél F‘h"féft’t”‘e1‘:"5‘1‘-~‘ré‘niai‘ri""a\tff'-is;su’e’‘D?

betWeéenwithe':parties 2 IIt cds. :s_ufficienb Ef<,;c,r'v ug, t,o x llugle,i t%{sg”{ﬁe

do, that .the exteg_t‘,of material issues of fact indicated would
A3 Yo wvioisid
clikely prov1de Dagge}tt with the Op‘portunit‘.‘y to bring its claims .
131 \l)' Lr 3 T 0
Yo, trial VAt trlal, ,its successgr failure Houla deper;d o]ri pi']oof
£ p 1643 35t .= SERTA T i

about, which e are unwilling to specqlate.

. Do, g 3 A T
o0 IS iaare s b indaan

firaiosid rhikewisé, \Edison's: estimates ~concerning ;the, srange (of
‘—ip6§‘51bfe"futu;‘e ‘outcomes under the -PPAs are not. implau§1b1e.jb
Accordfngly,théaméunt of the.proposed- settlement 4is;. uithin the

%3
range of; probable goipt outhmes of hgiga{tion conicerning the
8 sl 1L iIeppst HESSUN R Lo EoIN & 5101

PPAs, and future conquions tt,at Jould govern flowi of funds
EER e [3S5) o4 SN (i f L[u
between Edisop_.and. Paggett if Ed13;gn prevailed onJits positions.
b i1 aved yweidd ingld ates :
Of courge, .. Jyirtually, all sucp settliaments fall withiln the ‘;:%Irjz?;e

It fritl 11ty KOS di zZiletdconzantd b{—,jsfgi
of probable outcomes, otherwise partles would not settle except

'z::};igerr}n:fxéfleis%gjfgr"t:?(j;e}f);ig‘iliﬂ ﬂqitjénj Eosty! th%ut ‘éﬁr t'yhstly out of
proportion to the amounts” a ‘1ss{1 o192 No® LollthEtbrdenables’ usi to

» g)is:tinJ%qifil ‘% :?zrul;ng'igl.ﬂ?? Jsbezttlement ffom ~merely splitting ‘the_ _
irdifferenceizo Weillooky fathe‘r,fifjor og”eétnieginéice’tbfs ’that""the

“4i”u’t‘flii’?ff?ﬂés’fé‘onductedff:ftE%Liié%i‘ dgBht 10T 4Ly pagsgs cas: yéw_?’uld
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shareholders::i:Thosecare>the same:indicators .discussed in U S.

. Borax rand which ‘aré -augmented: bynothers as.circumstanges ﬁarraqt. '
Required Conditfon to oy inc2oan yiovitasunosg 210301mit ban o ’f\i )
B! “.fzfl st bA Ly rxiiog o BE e2ditubd 2lnoeibd io 'nr...; ih
we will approve the Replecement PPA subj%ct to the
: Tk i iz raght o 61
condition that Edison provide an opinion of counsel to €he
ERCIR S o IS § FLU BN AT o 1o aoni. ‘1()11‘“‘]

Executive Director! sarisfac \r% in form, to. the effect: that the
; \ r

(TIDITODTA ylivtiioals sE D

execution and delivery ‘of the Replacement PPA b¥ ?ag etg does nor
[E AT E RO ! 10 Uiaa2t ie

require the consent of Daggett s parent, if any, any subsig ary,
pértger*or ioint“ventﬁrér pariﬁgfship Tn¥whichiBagdgéett has an
interesé limikedd‘a%thérsﬁipniﬁ‘whichfbéageté hadtansintéresdty
‘ limiteé partﬁé"ggfasuchJIiditea ipattndednips Joafff1idegdyoaoiq
Cpélated € ti%iég? 1{2ans1deds?? 2lesitify id1dérs; #ET 4ngothéyos
¥1nd1v1du§1i”‘jéﬁtiﬁyjﬁﬁderqtﬁé 12rmdvstrany  cdntrdetf ragtéement,
fﬁﬁ&té,*”“ Eﬁre{‘boﬁa 3 1REE rundat 1 © $3c021 €918 ot hérakRanigenént
‘by’ which ba ett L5 palnd’ EKEEPLY Suéh ‘condéits 43 have” ‘Hednl g0

obtained as of the “Jate’ on whiéh thé‘ﬁepl EEmént pPATiST td!beddme

oy .

BEIR SR FR iz LRI T P RIS, e P S T N
. effective. siiyea 03 dastslal oiidua ol ot s avbe
i ff:i.i) Peetire o3t dimrel o Sol yastoansT ofd yd boasvol atidell

The foregoing condition is necessary. to assure that
o J <t =43 e a;lf,.JB,lD\ aiad i 2 a l

none of Daggett s predecessors ~in-intevest with respect to t
Replacement PPA, jncluding specifically LSP and'LSP ll,evillﬂbe
able to aséertiany)glainyagainst>§d;§opjwi;hzrespeg;jto the PPAs
following the effectiveness: of the, Replacement; PPRA: (. tnibeisuf

Analysié*oﬁsTrhnsfefsfofsProper51u dab add el dispnad RS

A O s o Rt ded’ Gfound Lease is'an’interimfmeasUre‘the‘ﬁq
substance of which is ByErcaRdn By thé sare’ Agreeﬂent-and ‘the'z
Watethse‘Agreementﬂ~:NeVertheless,nby{its;terms,,it is subject
to PU (Code rSeétion 851 4 However ncdifr-the. Salekﬁgreehj‘d{pnﬂjrpp

‘zijateR Use-Agreement :aré <in-:the publio»interest,,qherejeppegﬁsjﬁo
reason why the'slesser. agreementzwouldipot be, ias, well. oW, noke
that the Sale Agreement provides for docqmeq;atlon oflﬁhe,,[ﬁio

surre e Amen ed Groun Leasée through éscrow.
Jll- F,}‘,,T\d%l_}”%, rj)gpﬁ Mib A02Lb nee«}*P?egjqoih 4T 0 Wb

‘painisonon 2nolisloxqisiafl pniie2llib shulonl. fnamyrg Y01 aiend -
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St bTHE prdperty -that Edison seeks ‘to:transferto (Daggett -
{333 'acrés; isomé " ea§eménts, and\sowe ‘water:rights}.iis in; ‘rateod

base and therefore presumptively neceéssary or’ %ﬁﬁggnO) b°§§Upsq

discharqe of Edison's duties as a utility. AdditiOnally, the

i O3 sorcfue A Faasiana logkl

facts ﬁﬁow thit suih prqperty rs presentiy{employed in the .
Performanc¢.g§ tq? ggAsijgursuant to whigh Ed{s©?”1T; blfdé%%dmto
~ purchase el??Er%giﬁgr ’ﬁccqydiﬂg{y,iEh?’pFTQ?ny i? élf\-,“l.i;
factually dseful or necessary. ' Cow Ee bl
Wredbloaie s \was 1L tnnsog 2'srapped Yo dnozgoen ol L Lupat

¢ and 1:The property, wi%l undqggo no. ghgg 1€,25 .2 Eesult of the

G IS0
§ale.Agreement, the.terms, of which rqsgriqt the ?§gk?f §‘31’Jn£

property to;the. operation, of the. Pr°??c§su“e‘?85§a«§?f;f?r€ At s

Replacemept PPA.Pqu-tnefyayer”ysedhgrfgﬁgg;, Fd§§??1§§s,§ sgrved

from,its.allotmgnt, the amount . of water’glqt,}Pngtual}yug§§§th

2its,.Go0l W@teroceneratinq Station. Add}tionall P rsuant t? the
Optign_shgmgmen&ra?E‘é§9.!l.-:m,?¥z;59959.‘.?.35 the Property in the fut?re

L

at_its:appraised, values_,In‘thesg-@ircumstance§5 it_;s not
adverse to the public inteéerest to permlt the transfer of thelyﬁ

r1ghts covered by the Temporary Use Permlt, the Amended Ground

Epllowsliman Q3 Yiaseao i

;Y 1 a! HA M :
Lease, the Sale Agreement, ‘and the Wéter Use Zgreement.
Joar Josyees o4 Phranaalogie s sanzoncbotg 2 tdnpned 1o S
Findings of Faobt.;. . vilsmITinsgz poithelont (A4S Iasannofaod

P0F

3T 4 O pdisdht is! ahit electric’ utility i subject. to:.the: o =lds

jurisdiction“ofjthé”Cémmiﬁéiohif T e2arevl ol ia ot patwal fol

&

2. Daggett is the generalrparﬁhér»6fvtw0nlimited¢?gisnﬁ

r - . r b r
form Of powe purchase agregpentjg iinfiw 1o asasdadue

j‘”tdﬁf 2! Edisori ghd ‘Daggett ‘dispy ?ptthé?basisvforupaymehtégunder
PPAL) T thEEsHEIHUING e ffect ‘of. a\FERC waivexuindemnification.s
“kesporEibilities fdr-eﬁVironméntalfremedlatlonrrpayments for:past
WEE diider ‘e¥pired tempdtanyHSe permitss and iwhether: certaingx
claims 'hrd tiie Varfedsch 1ol a2sbivoiqg JnonestpA 9152 214 Isd3

HOIoz2n Apuoidl szsold b~ ] o oy e g g
4. The disputes etween Ed’ggﬁ e ﬂDaébéét éghégFﬁfﬁdfthe

basis for payment.include'diffefing interpretations corncerning -
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the’ pfober heat rate'Valﬁes,’inCremen;al heat: rategut ﬁ}peqyjyf
combustion! tukbikib!and’ dombineéd' cyole units) .the proper;oilstor

ilrs

‘gas copversion fagtory, the use. of operatiog andzmai?tengnce and
B ) i & o004

| I
line -loss .factors,, 2nd \the uss °f proxies, for, oil and gas costs.
LARY i FADEY 19 eW niii195

5 °ff“ﬁ£dgé£txwéf€ t6711t1Qate;it$ claims ,and prevail on
each, Edison could be required to pay Daggett or third parties an .
?Eadditionalz$2§;3;m11;igg;qme;,

1. ought: pay. VIIESTL A

v e dis iy 5, .ed
g, 3 (.07 o0vY ed ({juw
6. Edison and Da@gettr(orlitsapred8095§°F 1“ nvexest) ..

have-discussed; changeeyto the -PPAs . since 1987,

SN 3:.00GT00 gadWw L8

Yo

f”_’ﬁﬁft ©Ediséh'and Diggettihdve: outstanding disputes gq}ugrqinq
biéfzfentffok’ﬁaéﬁett's’otcupationfof certain Edison.propsy ty,

8. Edison and Daggett negotiated over théf PPAsiandt kélated
issued frow February 1993 until> Aprils 1995.Jqqg}son and, Daggett
entefed 1nto the Séttlement7Agreement, -subjeck; to; Comm1331¢n

FNML ¥y hboE]
207 wod a0 2aniazaiy il

Tl Jipsan ol AGY i e oA
3. The Rep%acement BPAT 1s based Toh 'the S02- form,?whlch we
cavitghliean o 5§
have previously found suitab} “e8Y L&rEain dontracts betweens

utilities and QFs. LRCOE Soaps Hepend bas noe b

LR TESRVE S 3t \):! ¥ 5% -'f;" PR P A . -
10, THe RDnTadtnsnt 'PBR $8¢¢1d§ tnb diftétendes bétween the

parties related to payment by'iggéegéiﬁﬁefﬁéféépééiﬁyfpayments

Rl 4
S d +

<Edé‘cwreééi g‘t‘tﬁéjeﬁérg?[ﬁé“ﬁentseﬁ:sf}ﬂ:) S _]’O jf;{g!f.nﬁ.zigb”i .'{.{.{U}

ossiot bre A494 Foso S B d lade e
11. Dagg%ﬁ? agrees’fﬂ d%hjthé’ﬁémedlatioﬁvnéreedéntsto

vionaf 51 Pl trgy ; . .
determine thelextentdaf Ind 555 ua2° Leipbhbibility: foivexisting
s hinat b related to operationtof:the, $EGS. X; and SEGS 11X

O3 o Feic
pro;edis o nollsmrolni dnsinitiuzaed nozibd bn 5 znol ticoa
- [ N2 Y

0ftiag jt 1 e 363 b e o . " .
12. Througﬁ!t e Sé&é”KEEQEHEnt,’Ealsoh“éqteeS%tbfconvey to
”iaifﬁbffwiﬁewb péfty‘fGQU1red :for: the:operation 9 thq»§EGS 1 and
(I3 ir3} -

"SEGS if'ﬁ?&jéctso~§ubje6tcto substantial(re§;y, tiQﬂi{”nl‘ﬂF USe
of the'property. _Through the Option Agreement, Edison will haVe'
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“ﬁhé“ilbﬁf’tovaEquirexthbzproperty;a;uitgsfai .paxket va },:;aF the
telinlAC 167 GF the Replacevent: PPAyi.and. .. other; §vents.i. -,

315 onsgabitie: as noticiog

s fThroygh the Water' Agredkdnt) BEaisoh dgrees: to:proviQe
certain “water ff@ﬁig €5 Baggett’ £¥dhadiéining properey to the
exteﬂt ‘Yhat Water 'is available after Edison's ;equirements are

E Fron A1 Dl oro gl ovr S-S
met. i1, A A T C AT B LJliU?}l S | (;1 TN S SIS ST SO

RS S I10s 1( 3 "l‘?inJ

14. Payments under “Ehe Réplacémentfﬁéﬂ cbmpafed toithei PPAs
will be from $3.1 million to $15.6 million greater, depaending-on
-addiinptishs ifegarding’ futureiconditiopssa tur nozibs  La

‘ UROT aniaio. 2899 504 Al eunaadat :? ‘

15. When c0mb3£ed'ﬁith3%hg"gﬁgé’of’a&oﬁhts?atuissueuvsd
““:Betw%%ﬂ Ba{$dhiand Daggettyosuchipaymgpts resull.inja rapge of
oGtEdHaE ot £10m at$15:12 hillion cost, to’ Yatepayer ttql',$20;

$OVG DBofoldtapon Sfoppod hns_nuaiba .3
‘*”“"ié””*THE’Eféposea“éettlemehtiﬂohld;avoid»lﬁtﬁgation, .
regularlze ‘tHe pkopefty reglme at; the. project site,, set, alx”vy
differences on how the PPAs.would have .turned out,, and adjust the
v capacity; payments in the Replacement PPA to result in payment of

':i"i;i 1;
an -additional - $9,3 million to. Daggett, besed on assqmptlons that
- 2( RERVES 81 , ST
Edison and Daggett agree upon. i ‘
, AL O I > Te P E- DA I I AV g% T
217, >-We-approyed a §imglgr settlement and po§er purchase
S A e iaor a2dh 11
frestguotugingiegreement;inq1994.“, .
LT ERERN IS0 A vd raisevna o bodnlnt asidaeg
Ty gle iR son éﬁd%oagdett?hincludingjnggge§§5§oag§glia§§§ are
fully independent of one anotherincNothipg:in.the,;regord, sug ests
thatnthey:phave, negotiated, §he Replacement PPA and related
14T 331[}5 jjfj*:?[(‘ Lir
ctransactions at: pnyth1n93}ess than arm s length.
Bz 1o Fisdxe adt snimisish

IT 29% PEgison?dhd> bagyett: have: fully .explored, their; reppective

Ta%¢)

positions and Edison has sufficient information to be, eble n}

>t -assess the:..stre s .and weaknesses of its ositien.
i &he: strengkhs, ;anpd K Kwnpn L1628 Gd}IhUHOiﬂL f

[ (:
bis Zdntjfﬁefﬁi Yoryicand' 1ssue3rin:§he diqu}e Jpet¥ eep
92U Sl BYgg&EY ‘are cotipley “and the amounthlnvolgéd 258, S

~
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-

Yo tfirasaon i)y owip
S FE S 10 00 B 123 ton iy 1o 5 vy (1 Pivvesrae [ oty
%}z ,D? gett's claims are coiOra A A5 dannienn taad
] C A !~-1-fjif,?‘.{" 1!\1[ [ et q!fifj \‘}l;\ ] [ ‘4‘19 b E (-i A"l 11 DJ"EE
thin the

22.\1The emounﬁ ofithe PF0P0$?§ séfﬁleqegy % F! in th
ite 4% XM 1 \ 3T T01C Tey?
range=of;probable joint.outcpmes_of }itig?tion concerping the

ARITHEE q,{ﬂ”iq, S1aan
PPAs and :-future qonditions that would goyern. flow qf funds )

‘bll 30 i ’ ii RS I

. between Edison and Daggett, if -Egi,sgg];prevaé};ef?, on i}:,slgoii;!ionf-

vorgg codpie Aldéded Ground ‘Lease ~is-an interin measure, the .,
e S dhdE Yo Whien “igi6vértaken by the: .Sale -Agreement:.and the
Water YGs&’ Aéréérﬂeht. sod oved 2 eincaion dupa Jgonxo i}r{iu;_,_:; ot

SIS GV Idoalla oo 3 AU P -y Lt P, . .
. 24, The proper ? P A b1 don 1568RE €5 £as 61 Fto ' Daggstt
fal €6 thé Ei’éﬁg?ag & gaidéhrsduciesas’a
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18,
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B > H 50100 Fhnd ta

! W o desyedai-ni-ztozzonobsg
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chald6 I ad3 o3
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: ) i Blhiw (11 fM2d bas 924 viIenitivnge p“{nui”nr
,.25.“1The;prop"‘§y9‘§ll ugdergo no change as a resu £

SHULG diftw nd2ibhd o Jonnis EY RF tnfn

Sale Agreement, the terms of whiéh restrluuiuhg use of the
il Is) 0);")-:133(\( }‘:)

'I' ploperty to the operation of the projects neceéessary for the’

+

] ©f dz2onwuidint of fdy 3
_ Repl??eme?t PPA. In the]hgt'x’Use Agréeémant; 'Edisdn has’ >reserved
PN [ 38 VIATIOITS 3 e
from its allotmént thé Emeﬁnt T LALEE thatv 1t adtvdlly uzestat

‘3(L I.«-’)n '3“- t‘ & 187739 <
its Cool Water Generaking FTSionlo? agatidnally)rpardvantitoeithe

ratznb(f rqic PRt =
Option Agreement, Edison ﬁay reacQuiie the’prbpert? intthe> future

3 .

at its appraised value.
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26. HNo protests were fil d. )
E cnid ) GHAROSO B PI
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T ) siwhéle recordiiconsis eg th kug, qn§9%9j¥Qe Pgb%&cjﬁpzegez%.
_ eié(Aque“rhaﬂidTﬁﬁpiévé theiSettlemeﬁt Agreemenygandqthe s
. R’eplac‘ém%‘r:‘n ?\’jsﬁBjécﬁﬂ'Eo"Ehé’}eoﬁditiomthatnﬁdison prowg,{S an’

0t 29




'A.95-10-020 ALJ/RC1/bwg - s LA A £

L0030, 4

opinion ;of bounsel}toithesExesnEiYﬁgP§r§9§2§33§§¥1§5?°t°}Yrxn

n o

form, to the effect.that:theiexecution,and.delivery of the . .
Replacement PPA by Daggett Fs not require the consent of
he [SE8 1D PO IL}[J F"_}i;; ‘imt)

Daggett ? parent, if any, any subsidiary, partner ‘or joint
it il o
venturer, %artnership 1 wHieH brgyett’ nas aiitdnterest,. 1imited
] I i PR
partner;ﬁ1$ iny;hlch Daggett ‘hasan’ THteYt'st, ‘limited: partners of'

£ “- 18]

such)1imited‘par&nershiﬁ%fl%ffll1ates;“} eldted entities;'» a7l
‘lienhoi&eré,isezuraty’holdéfs, r ‘any Other’ {ndividudl! or-entity
under*the*terms“bffanyfcontractf agreement,qnote, debenture,
bond,‘idbtrumentJ ‘secdurity,’ ori other- arrangemeqt by, whieh Da %gett
is boiund except such consents as have been obtainq@ as,of the..

date;onwhich.the R lacement PPA is to become effective. The --
t-e % 11 ; %P C? fo=i13d Isn3 Y3150t adT
-foxregoing:condition is nec%ss ry to‘assure that none of Daggett s
- 3 23 4 Tuiszy 1o Yige o
predecessors- in-interest with respect to the Replaceﬁeﬁé 35 o

) 1nc1uding spe01f1ca11y LSP and LSP II, will be able to assergﬂany
- fnza1 s 25 TIAGn g’l oni1atis 6 ' v.r+ « :
claim agalnst Ed%sbn w1t réspect t the PPAS fS11dwing  the
I 9gd ¥ ‘a,r + B . - P
effectlveness of'the Repiacement PPA. <1 Al (facoueupd ofes
IO EREEOTG 8 0. \:: i5h 7] S T o f deue

JEELeIS TR EYS I IR “.,‘Jq{%j%he .

e .- Bas0 Xt s not adverse to the publlc interest to perm
A il A9 haesionslasy
-transfer; of: the r}ghts c9vered by the Temporary Us?IPermlththe
o Jiteniio 65 adti sy
::Amended ,Groynd, Lease, ; the. ‘Sale Agreement{_and the Water Use)1

i1t

2 oyaiew fooly zori

- si-Agreement, and we, should, Permlt such transfer.
0 RS Teriu 53 i f-‘iz;;f‘q_ {_g‘:,'{_—)}(:,;)
ORDER f"’ir a1i Jn
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i Sl R g glentoug ol 59
IT IS ORDERED that:
¥&l 3o "norau[ongj
1. The Settlement Agreement dated as of March 17, J995 by
WIREESaa el 1
and between Southern California Edison Co£b5§¢3t5d1son) and
£175 _{L;Lu" r‘ y
Daggett Lea31nE‘C5§55?h SR 2 (DA§gEEE) 1(th6 iSettlenént Adreement)
éj&u\ Dof év r’fC".}' )
is approved a reasonable.
:3.‘[* 3,—\ hd '; L ! > = [ YA A S rrm g o 4 ’ !
Joit il odgEpy {763} Afendéd;©dnd Rré state dsPowsf Purchase
de)l"}. t ol { .
Agreemént ﬁydgﬁd Eétﬁéeﬁpﬁdiéén ddd“pdggdet zin>theiform attaohed
t8Enkrapplication “(As)s :of sEdison 3;5?H§ep; ggmgnSfPPA) is

a5 3§§r 8vadnasivéadonablej 1subject 180, the, psthat Edfson,
. 9 gL’* \R‘I ? qon
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provide an opinion of counsel to;the;ExegutivecDirector, ;
satisfactory in form, to tpe effect that the execution and
3 syitasiln =1 3obic einT

delivery of the Replacement PPA by Daggett does not require the
consent! bt Dé@gétt‘r'parent, 1f° an?,{ény‘§u5§iaia?9“upartner or
joint venturer, partnerghip in which Daggett has an interest,
limited partnership in which Daggett has an interest, limited
partners of épq limxtédrpartnerships, affiliates, related

entit1es, 11enholder$f security holders, or any other individual
or entity undegqthe te¥m§°of any contract, aqreement, note,
debenture, bondi instrument, security, or other arrangement by
which Daggett is bound except such consents as have been obtained
as of the date on which the Replacement PPA is to become

effective.

3. Subjeet to Edison's prudent administratidn, it may
recover payments to be made pursuant to the Settlement Agreement
and the Replacement PPA through its energy cost adjustment clause
or such other mechanism as may be authorized by further order by

this Commission from time to time.

4. Subject to the terms and conditions of the Settlement
Agreement, Edison is authorized to transfer,the rights in
property described in the Water Use Agreement between Edison and
Daggett dated as of March 17, 1995 and Amendrient No. 2 to Amended
Ground Lease and Consent dated as of March 17, 1995 by and among
Edison, Daggett, Luz Solar Partners, a California limited
partnership, Luz Solar Partners II, a California limited
partnership, Solar Project Management, Inc., a Callfornla ' |-
corporation, CP National Corporation, a Callforn1a corporat1on, »
CPN Leaseco, a California corporation, UCC-1985 Luz Solar II, a -
California limited partnership, ana Solar Project Partners II,
Ltd., a Califdrnia_limited partnership. ‘

5. The authority granted hereby expires if not exercised

within one year of the date of this order.
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