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Y fdnobiy-PHASR -2 OPINION eirateb [ftw
Lodnbrgotgas ol nndresd

1. Summarv'“ Wota doldegaitl voY nowosi Irpobdtenn sl O

Thig dfdgk&b#énts the! jq}nt bo}ibp“& SaH“piego Gas &
Electric Company (SDG&B)i<Paclfid ‘Gas- and: BLectric .Company (PG4RE),
Southern California Edison Company‘(Edlsdﬁ) indepehdent Energy
Producers hssociationu(IEP)ﬂgnivisiOn of: Ratepa?er Advocates (DRA),
Cogeneration Ass§c15516hf ?‘b@llfpini% (éagf‘“'ordlc Power of South
Point I, L. P.u(Nordic)u and->Otay. Power: Intn‘(collecbively, Joint

= Parties) for approval of a compromisejbrdbééal“ﬂi‘T'D"UO104QhH 5

Recommendation) which proposes to resolve all Phase"}i S8 lqm.‘m I.s

these chf?x];n} S’ed appl}gﬁa}tj 1o brrbantue =i Ijueifut}

Pz xThS,JginﬁnR?S?mQEP??Eiqaf¥ed??;u; “xu$ “YSEY paxipun, texm
of Uniform Stapdard 0ffer.1, {Y501).gnd, An,the gase,of, SPGEE; and.q¢
Edison, Standarg\dff?,, ~§5931 (colleg ivslygisg gggq,“lfe§$)i31”q
pursuant Lo which ti g\ugili }?s purqhase agzava] } pPoNer ;ung“(
qualifying facil*tlgs (QFs) . . NEW: standaqd off?; agr§emgntq are. iy

‘ subject t:o 2, maxzmum;term whichiqnds on December(31,¢{2002, subjeq!;..(

to possible extension by ordgr of . the Cqmm1351on.

Paiio? vrotalurad

i oo ineid Tl}ig grdgar{.i IS n & obianoh “ Logofarsh aror axello brabania
PR - o Con.c;% udeg Phase 1 i his, p;roce dmg by A3 rrode AQSUY
LI OY 3d6p iﬁﬁ?‘itadug ég ditishn, icatioﬁf’ ronw AQRU
st Sriz ok change ithe Joigt Recommendabion ‘ag ol aanfnjwmxr1‘

o1 -nj¥easonable. in light of, the reg ord 4 S SO,

R S P G O L theilaéar, SRdin € dpagiigns ofuens
A 03 19 1n_l:e,restp"fh 1o pakibhid [ aronpdoig tewoq nd aspnsdo
g ognarl § USRS 408 edhdlAeded dRd rEEs1vES P Iou b
2o fem (09 o by(allowing 30iyean:térmdr foricontractslsr noitdespion

that weré formed before April 16, 1996 in
light of other measures taken to align
USO1l’s with the restructured market.
Contract formation issues for a variety of

-

;u::xxn) .circumgtances:drerdelinéatedx Lozi*q 169Y-0F ot ”i_
o] Yo 936b ol moxl sisey svil oF qu ovad 2ioetorqg 40 il
nsgc;xrﬁdditlénalhpol1cyxxssuée<not«1denb1fied<byoj Josxjnoa
{3 oini the:parties andipotent1a11yraffeqh1ng newdaxuq 936510
USOl1l's capacity payments are identified for  .oupiud}
further comment, after which the Commission
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will determitie iwhetheri‘anevidentiary
hearing is appropriate.

o Traneitional 1seues for dispatch of USOltgrin .

. er the power gexchan rating are,
*oend ‘”’“?ééolved’to prote ttbfagﬁ Eggitiopgénd'“
ESRIREALES ~which reqitire: new. USO1's ' to e:subgectste.x) otstonll

1 g ”a}l soprce biddin.-g' D0 grenibd sinrolr e aoefdpe?

visand i NFIE:
LAY 201 00ov New: Cha{lestdhwis;given1prbcedura1rguidance areanibory
Ce G o copcerning, its e egeté Q. o it
e 3 ”(qfegigdemen o tﬁggpg rché "5§tee% ghE L Fes e
tatol wiovpreviously. terminateéd: through al Commission I 1 Hstod

2 Bacquound?pproveguguy>ﬂut' terrigmos 6 Yo lavoiaggs 1ol {(potdead

2.1 “hppiidhtiony’ '
Currently, the standard offé¥§j3118W1QFé1Er“'%113 3raily’

chobsa ANESACEARE Tera DIRATNG EndC Ot 11ty 182 up €8V 38 Vears . 2

the Gt 111t1as!As2it AMheda tB1EebE0Y Lu&e TRdT P 18RgE e pdial 1o

purchasé3$ 1%§r36ﬁéaf or' R ﬁéréiéémpeti et rgrie?piisszahe‘HHRXﬁ“
broﬁ@ﬁt iemakihg 331042831 7iﬁve§t{gctioﬁ313.)Oééjdr”ﬁiﬁq
(the &1edidic’ iﬁ&dst"‘ fEi‘ﬁctui‘ldg procée&ing)‘3thégﬁae§§§¥Péii3y
Adt ot 19927 tEpPadt) {* énd the“ "’siblé réﬁeél "Sf 7 ERE bubiié’Utii’{W’“
Regulatory Policies AéE°&6E 1978 (PURPAY Y “thdy’ péi””"ut ‘CHLEEHe
standard offers were developed a gecade and a héif‘égo £é implement
PURPA when the\dP iﬁdﬁéﬁ By aé“ {11 ‘g8 é‘iﬁpip ”aﬁndcé‘ coflpetitive

JROZ
marketplace for poner:putchases WaSIﬂot contemplatede SDG&B, for
example, asgerts. that Ehe, staﬂdéfd:bﬁfgréidgfgéﬂ pépvlde for

S5 ik § v i

changes in power purchasers, bidding or scheduling.pdwer to an
1ndependent 8system operator (ISO), qggtgg%ggqtg due to transmission

TG I20107

congestion related ‘tocecondmic . dispatchidecisiorngsbycthe ISO, sales

gf 2eef L af [trad orcicd Poiiol sisw sl
npiles o3 nodAsd waruzesy txdjo Yo dipil
Ctedlvea bBorudouicdeos odd ddiw ?‘VOPU

To Ydsitav 5 10l ejpazi olldsiviold _

1 The 30- -year period runs.from- the -date- the:pro;ect goes on
line. QF projects have up to five years from the date of the
contract tongoion? linetu'Accordingly;'the<§tandardf6ffers can
create purchase lelgatlons’GOntinu1ngiup tor35:years into the
future. 10l boiliinebi osi1s °jﬂ”"YFG viinegen &' 102U

tofeetrooD sif doide w51l | dricvion toditul

S anefdl [in oviceoy o oozcyorg dobde (oldsbncsnonsd .

¢
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to non-utility purchasers, reallocation of .trandmissidh“due to IS0
opexations,. new definitiohs of -system emergéncidsyior ‘changed o
the. providex; of tranémissidh:se;viges“asShifesultfoﬁﬁchéﬁgéé“iﬁ}Ehé
purchasing, utility’'s vertically integrated strudtureé ! 'Bdison 4184
asserts that,a-30-year contract:ie inconsistént: with-hoymal ¢ - 50y
business transactions .in: a:competitivé-marketplaces ) SDA&E ‘abaklt’s’
that the standard offeks could:impedd: competition’ by yestrictiiy 23
the.availability of transinission' for ‘thernext 30 yeavs. i coiiiennt!
finbargn »Theutilities>are* toncerned: that>if: the' standakd offerdd
are left unmodified;-new QFs.colhld exebutésstandard 6ffétstandiolio
1imit the.ability of-all power producers: to>&ompéteinf the balnogos
restrucﬁuredxmquétplace: oInsthe/words of SDG&E;{[s Isd3 nolntvorq

aq bluowThesYnotstozexcedd”,305yeéarsternrlanguagetisiatg 2113 5700
remnant of the pre-EPAct and pre-Industry L3591Yn of
Restructuring regulatory environment. That :

penvironment has-evolved andlthisiConmidsaionlisiA e
{ Indusl;ry_\gest;lquct éng}proeggg}sf—”i};u D i v} asnastt o
X

b3 Fren Ty oy TS E < 3 =I‘ I < I3
blucdngfigseidally changg”thé wdy in which power ~ 7 U
{:nr. producers and ‘consumexrs:do business if} co:itodw enimiodob
California, 4odif.ying:;t,he-,_\,!:,em;oe‘mth@‘—.g;stéfnsiarém FERE

Uiinifs G ferd 'in tHE miAnnér SDG&E Propodses...will .

.allow new QF-contracts:the f leXibilitY:tO drbopc Dvive oAl
adjust to the restructured marketplage Wwithoul o jg:seoy
4ffelting “the comﬁiagioh'é'igplemqntétiéh of T

~iPURPA/ i Moreover, QFs:andutilities may agréeoinibomiit ng

... ... to execute non-standard contracts.reflecting, s
:;zunﬁkarthéﬁghahge“pfopbééa‘héféiﬁ?bf'ﬂifh'tqfﬁé longexr . -
‘thanijoneiyear. =A% iy ool dclatval facyst AIRUY Loiogoig

T IR e T e I oo d s mnkdoa 1o 28 hepe i ooveld prnieadon13eoy
fuaidts gnde ‘Yestructuring commeénces, a util;t&fs )
sne i fiobligation to ‘Serve.may ‘céaseéto existil :Thug;p sopnsdo o2

1o o0.2llow one class of generators, QFs,;to adnn aioon -
S0 30 S EHLARGY Lo dRbadte ata. Inbase J0UTer pay oET 0F misor
' ,-purchase;bbligabiogg?on%ghe?ev%”bfulthSEFyﬁquﬂ ajl 236b
, Restructuri provides these, poyer,, rq%>q9rgig reatnslh b
e eI ELVE SAvYantage thAt 15 nnt tarely anfair oUAsl b
to other competitors; it is potentially harmful
to customérs who will lose the benefits of all-
source competition, but bear the continuing
burden of these long-term contracts. :
(Application {A.) 95-11-057, p. 5.) e e
ol BNenz Hand ,mand jeoy-enc o enfnipod ybeeils 02 sli oA &
' L 108U yiao sprsdd
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(.41 o1t oiSDQ&B,. Bdison, ‘and¢PA&E. filed theseapplications'ttocn 07
modify.the standard offers: by:replacing:théiyY 36«year term Witkh &©
maximum.texm of one; year.z :+The :proposals :differ. - glightly buti§mpd?
general.each provides for.autematic yenewal: of the' cohtrastis: o &'
year-to- -yeax: basis- and fox: conversion:to:any stapdard offéy that:es

in.effeck. at;the .end of: each one-ryear.terim:: Such revisedl
stqnggxg_QﬁﬁgrSQiiﬁlanyyxyould?reflédththeAthéhbcdrréhtﬂiﬂ by e
transitional stage of ifndustry restructuring.) The ‘¢cohtirdctsswould!
be, renewable until. the: Commission:modifies;or:suspends:the standard
offers,or. the) mandatory: purchase obligation:under:PURPA-18 110! 9?6
repealed.;{Algo,.the standard:offers would rétain thaf&drrent 1imil
provision that allows up to five years:to comméncexoperationsJIJ"ﬁ‘

Once the prgjggtggpm@encesgoperat@ons,“the-oneayearnterdﬂwould be

”["' ahal-otg base 30A4H-91g o3 Yo Iasnios
in effect. IO LV '(Iofﬂ.{ilgi‘f L'” Sdongigos

Applicants ‘believeithat as- industry restructuring
s L Pce rr;!,{ 7
commences (or if Congréés repealsipngA)j’tﬁé Co mhig8is 8, should
3

detexmine whether the standard offers are:-still necessary and

either termlﬂaﬁ? thed’of reﬁiace théﬁ with agrééménts containing
terms and condit1onq mOrerappropriate for- operatlng in 'the

restructured'@érketpléceff?fn thé'ﬁgahtime, ;qéy fﬁtgiq, there is

3O iR siis ] L esed L

an 1mmed1ate(ne§d fqr the - relief:sought-1n the applidatiéns.
Applicanfd také the bésiéfgﬁrwhép débqi%bﬁ@bts Aincluding

e

proposed PURﬁ repeal legislation, the EPAct,wand industYy
restructuring have plﬁced ng on notice th}‘rghengpp .fre, subject

i

to changes as,the indﬁstry evolvesau~Accordingly/veach applicant
seeks to make thé‘stéhdar& Effe“”ﬁgalficgthps effﬁpF&ﬁgkgs of the

325 f105850
date its applica;;én‘was filed (November)22-14995;T0anuary 3, 1996,
‘1 > e an -»n ,1\1‘\'1 'f r: Aot ing
and January 12 '?Q?QXFO Sﬁb&ﬁ? %gl Eﬂf gﬁgq‘ gye?tiyely)
Iuh ted wi{sisnnion af 11 (@roiriocalion xadi0 o3
ftn 1o sitlansd o83 seol [fiw < v axo wodaun of
cormisiinon eidd yeod Jud 073l 1° 10007 90 IU03
aiontiiod nrad-pacl oo ad3 1o nsbind
()L g Nao-rr- 30 {.A) noiisvifggA)
2 As its SO3 already contains a one- year term, PG&E seeks to
change only USO1.
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The applicationé do: not-propOse“d?? éhgqgéd tof standard
DIS&BFin 00

[®] i
offers executéd’dfid’ Eecégééd”pyté Ge1T4Ey. 35.0f tne date of the
application. Also, they seek to change only the term of Jthe

standard offéfsiéﬁThds{ngf’éiéupféfu \‘ﬂ odﬁétgceek t6 address

z.(l

the currentimethodology .for calculating shorb Run AVSided Cost
cne zuaxio, bishusd

{SRAC), which™{§ Eﬁe\é 'Eégqéfh‘ proceedings in. 1. .85-07-004. SDG&R

and PG&EB expllcitly stated that their applications aﬁp not intended
af 1 r 1 i 24 ’_\l( <
to initiate’a’ roékeé ﬁé”tqgﬂéviéﬁqqﬁdsigyisé\Elchhe standard

(s BT % ’[13 [
offer terms andicondlbionsa? (.0} oiniodl boitdidorg

LEQ0-01-£8.4
2.2 Protests and Responges

California: CogenerabionxCouncilfiIEP)iﬂew‘éharleston
2 0r .rI» g ‘UO'ﬂj '49:)1 £y Ly:{:r"}

Power- 1 LP (ﬁéﬁ’ harlgitﬂp fe alifornia, Enexrgy, Compapy, Inc., and

Nordic each filed a}protest*to*bhe10r‘mofeﬁoffthé'applicatious.

Ca ar J
CAC, which did not file a protest, g%ﬁg}gil§?%ﬁ%og%d he

applications-in its>filed!préhearing:conferenta™ (PHC)tStatement .
Otay.Power -did not-filetaiprdtéstibuts interventd an’May 15““1§§6{3n"
the .basis.of:two:proposed-USOl-agreementa>shbaittdd tot3hGLR 7SR date

April 12,:19963 Among the: p01nts raiééd;1ﬁ oppositionttditnd bed al
cedase obbey Lol denilgan

ol ~—f1.i[Th¢ ptoposed modificabioﬂs rconld hidvaraif oo oin g bin
., anticompetitive jmpact.on_the.development~ ;i apontini
of ‘the'n rkeé 1ace engigiongd “the oy
Commlssion in thexelecbrlc*inddstryj zlupip folssienod
- ...  Xestructuring process,  Standard offerg-are
(Len ot TEgednt{al €6 pfegent éérkét power imbalance 5 e
et mach during -the itransition to ‘a‘compétitive vl 5 o £
.. .. market. QFg are not viable without. the oved viznéivuo
wettLyEEd éYEalﬁtf‘of léngef'ﬂéim contragts. - A e
o1 25 £ 300 {LqU D3 BnoDnG 13 (‘ifI,J( 37 j_[ }f:{j c)ﬂnt;rl f:)"L ‘-1! !i;'f!,).’
2 e pro modific tions woulq allqﬂ_;he,gﬁfgﬁﬁ aveard
‘”{‘I'tilitigg tb’cxfcumﬁgnt ‘theix b&{gatlcns epolf
231 e L‘to:purchaSeipowerhfrbmﬁQFs'as requ1red Fi sy eepolis
. PURPA. Making the. effective date; of sedt 1silad
cefian il ity he Eﬁéndéra Offer révisions retroactive to ¢ "
Aasyi ,lw.lthe{date of the applications Vidlatedsdue 1S3 L ARl st

ng;n":'o‘fhgc i?ciggfggﬁt be d?n?: i;ﬁte5§llY bysehsy edd bis

. . .
seweag 1iedd iisa oI Idpis {air3a a3 od1 24Q ovip =iolisiupsi
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anLnu1a3¢3 3,1 A Eherggenerators killoléokr[qgni)JT
o snsmission agg urren YKeLS. AN, s n1o1lo
sy 1 oinh thé dbsEfcy 62? ﬂenétahg §d 6Ef§3 kg8 dn, naxa nanilde

il 1o paad odd \1no spnaif> 03 xasn \qwi ol -nobdeoilags

4. There was jnadequate notic tha . propesed, 1yrbnsia
ithn w3 2hangésfand l:hqurogb’ \?igla qd £ sEban e

.i’wwﬂ ~brPrQC¢$$drightS\n'AbIa minimnﬂ \thérfAVigpd!ﬂ~1»UJ ard

Riiie s dard .offex "ly‘to new,; SAAD
Lanaz o L MOO-YEoptrdcEd, "ifét'? _,éﬂf‘sting ggf aeg. ™ "‘3”“  (DARE)
P s Jon 916 saoldsnilg zx*fJ itnl b)iﬁj( ijr)IIU\O Fauel burs
" 5. “The proposed torm mit quivalent to a,, 3
Borebineze dequldtSYy “out 'éTalse" ¥ Gnd is‘thefez &" Iniyial o
prohibited Decision {D.) 82101 -1037and brm serad 12110
D.83-10-093.

")[=(1()<1( a4 bus ataotod!l | KL%

{,,U;Efﬁ;.,,-,,S}:aﬂqard_‘pffer ‘purchases: wil]e b&) madeat e3> - .

tia g 1 max rices throug e? pg $Bi\ fefqrﬂ.) G41 I towod

B o0l Utilitleé’ ahd! YatipaleYs’ sholld theiéfore’ oo
aani3not Rgrdndifferent.toivhether; the: source 'is at dopo vibiod

f’?%)9?s§§hgf£gSRs$ﬂ§°?!°qjotu s oflrl jJou bib doidw (DAD

oo Nordio,raised; concérns,specifiojtordhgoing negotiatisnkian
wlth SDG&E;I Noxdic allegedithat:;in;i9%4citsinitiated hégotiationslo
wlth SDG&E foraa standaxd-:offer-contract;ahd- thatrSDG&Elnegbﬁiatéd’
in bad faith.and:delayed pegotiationssuntilditceould filéfthis [isaa
application. Nordic further alleged thatwit!had:radeinvestdentduas
and taken othegbacblonsjlnﬂrelianceLoncex1étingﬂ1aw,"and that in
fairness it shHéald- ﬂét be pfejﬁB%déd {nlthi”fént thq& the
Commission grants SDG&éls apgiiéaélonnfj (i r;f”!"D)A

NewFCharlesté [ E4QR. loééted ‘i '(;jli’é”je‘nd formerly a

Soneia L XOWOY SOXFRIT JADY JJU 0
party to a long term power::sales contfact with" Edlsonj*does not
currently have é“powé%jé&fchféé‘agf%éhgag»Q}éh anf’dfiiity. New
= 306501 3
-Charleston alleges that it requires access to USO1 contracts to
M eer 3 L 3! "‘3‘ 1O qd

have access t?);g‘;éj}?ﬁ% q?axlfgd ](“”t J_}&Ie?; d‘}els}:hl prrther
alleges that it termi qated itgggontfact wi;h~Edison%baéed on its:
‘belief that it>woild hal abtecs!lo a UEd1 (ORtHac . $pecifically,

aviinaotlet pno TS IIO Fielilds [
New Charleston gt;a;eg that 1t.gre11ed;9n the tfactsthatiboth PURPA

and the Feder’ai EneygyI REGUTaTEY 'é(')mm{iré@'f& b‘i“’ F‘fi?;'}? 1mp1ement1ng
regulations give QFs the perpetual right to sell their power
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production .to utilitiesdbt {NeWw . Charleston protestht:O’ Edison s onuU
application;: p.yiv)  .osnhososd L a5ta983d Yo colusl eds Yo td)er
«ii; v Therapplicant. utjlities: filed respondes: Bupportinyg each!s
other's applications..qDRA{fileéd a responbe to :PA&BYs application',©®
noting that, its’ concexrns and: recommendations wererapplidable to-
SDG&E's and:Edison!s applicatiohs: ag welly o In'DRA's! view,t thelnridy
utilities';concern that: pri¢es paid:to QFs” undérm ther standard:uonib
of fers:will:continueitoiexteed market:levels: even atter: industiy a1l
restructuring ;occurs;>yétpaymentst undersagreements>signédcafteisis
" Januarys1;311996:will:notibe>recovered;: inS any’ CompetitiverTransition
Charge:(CTC) cafter2005>(D:95:12+063] as modified>by>Di96-01300977
(Restructuririg:Decision)] p.2143) 7 can beidirectly-4ddresded byt
assuringathgbacpnpricés:tru1yxref;ebtemarketnlévélsIuanevértﬁéieéb7
DRA sharesi:the utilities!:iconcerns: t;hat‘:aéhorf:-tdﬁ’:QFS;ﬂtiééé’-;ﬂ’ilibﬂﬁ
exceed-;cﬁrrénb*andfifuturq;méfk'ef1levelsiJ'ff-DRA'asuggéétédién?? bonerda
alternativée -for ireducirngi thew30:yeat standard-offér-térmitb the bhe
earliexr of theiyear 2005;:theidiate on which:Congréss and thé&Istate=
. of California-répeal ither utllity‘ ‘obligationi topurchase -QF: poﬁez‘“'f" »
under. PURPA -and:California-law>;for:the:Commission ‘cobnvertdrSRACE?
to .the Power :BXchéngéiclearing price:and:the dirédctracéeds market it
is opened:to(QFs. r:DRA-objected:to the:utilitiest proposalcts holil.
implement- the -proposed:changes ‘effedtive the rdatés 3f ‘theiy it fisd!
respective applications i .1} Lantdrig gded 1o 2a0 03 si_cw'ejc,gzisi)';ar.
2.3 Procedural History noigol 0% yrtt k.S
=3 , An-Admipistrative ‘Law ‘Juddge’s ({AlJ)> vuling iissuded on | .
- March 7;-1996 consolidated. the applications ralid isetiras PHA ‘foid Intiol -
March 275 19964~ Parties: Werdrdirected to<file PHC Btateifients J00110
1denbifying 4ssues;and the  potential> fox: harrovnng‘ and’ settlemsnt i
" of issués.i: The: rulingr-also* diYetted thelpartied to! meet and I0oq2ox
conferilaézp'arbs’bf!;the? Matth ‘27! PHC,Y oh identi ficatioh b issdaod
banjvery edd pitlvosqas xsbro mlisint aisibsrul ns 10} aoidom

brppia o 1ol zaolliniiopon ointt bseoins Indld e40Q 101 193 IDHIIN0G
3 Public Utilitie’sf code §f 2801f tl senlio bysbnsda s borobued bis
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use of ;settlement: techniques,» and othep topics sgeti forth :in' Rule 1
49(b) of the Rules of Practice and Procedure. The parties' agreed(s
thereafter to.consider.and disciiss a proposalifoX yeduoing the term
of the standard offer;contracts. r (Tr.i PHC{IpP.. 41 Mentfgar = 1odio
<1 ~f{ Following: an extendive series:of negotiations,sduring von
which: period the parties periodically! informed the:AlJithat o'udidi2
discussions: were! continuing ai second: PHCi was:-héldion:May' 154 11996
SDG&E; advised, the £bmmiséion{onﬁbehalfeof<the}negotiating[bartieﬁio"
that. they:had: reached,agreementriniprincipalyon:aicompromisdriitless
proposals for.reducing>the;30iyear:termof itheistandardrofférgrandeai
that, they- would;sconi bt :ready torsubmitiaijointirecommendationwinid .
incorporxating . the compromisé principles.q ThéaALJteétabliehed!4993)
schedule, forssubmissioniof sthesdoint sRecommendationiandcrdsponses;n
and(adopted:the:Joint-Partiesidproposalcthatsthé Iproceeding bgu AU
phased so.that:the prospectivé-availabilityrofithé standard-offerss
addressed 'by ;the JointiRetommendationswouldrbé-considetedviinnsnils
separately f:Qm:OthgrriprojecttspeoifioﬁissﬂésCraisgdfby I yoifiso
protegtants. :-The second-rphase i6f thesé iconsolidated proceedirgs 1o
was established-to provide a-procedure.for ipartiés who :hdd ‘énteréd :
into;negotiations-foricontracts: under the rstandard:of fers;and had
filed protests.to one .or more:of these applicationsp to«pursuess =i
their rights before the Comnissionif:those :négotiations’ were not: "t
acceptéble to oné or both parties. (Tr. PHC+2, pPp:52,i63v)i3nognot
2.4 May 20 Motion yaodeitd foyehscosd ¢S
o b:Asanpintegral part: of.‘their. compromise prdposal, the
- Joint Parties agreedithat: April.16,7:1996: should be.the ‘commori’ Hosatt:
effective; date for)the. changed standard. offer: tern ratheY: thanh the
filinguga;gggqﬁﬂ;hgsegapplications,aslorigihallyspropbsédzby{thélebi7
reSPeCtiYQ;u&iliﬁieSxyLQn;ﬂaYk20rrl996ﬁ>ineECCQtdancemﬁith.theéai 1o
procedure. established atithe May, 151 PHC,dthe!Joint}Parties: filedlaro
motion for an immediate interim order approving the revised
contract term for QFs that entered into negotiations for or signed

and tenderéd a standard offer:afteriApril 167219961k {t3U o fiduyq &
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In bringinggtﬁe yMay 20 wotion,fthe.Joiht Parties
addressed the pros?E¢ f""“§613 %&sbﬁ16f'§§éfp§eking to sign up
for standard offerss lThe Joint Parﬁies did- notvégree on whether
there is an imm}neng da ger’ﬁf aIf id”rhgn“; } Kk in long-term

[FFE R T $TR3 ] iF)1

standard offer gontracts: anthe eve:ofrindustry restructuring, as
the utilities\’conténded‘L Tﬁé‘donuéi}ityxqofﬂglPérties diad

nodgqu 19

recognize that an3un£ettqred1Lprospecblvenright:to enter into long-

term contracts céuld KavaliR Advéisd ieffgclgzﬂjthe transition to a

competitive market if numerous contracts were to be tendered.
of 3 FaYehy Oy (: 1 aritf J—[" "
W& hAVE YL AS e NP thd ey 29 MELISH ] Usinde we are
today considering the entire: Joint Recommendationfhwhich
effectively enéémééﬁsé hE'reli sou quﬁpf éf’bo motion,
: 1 i3 fol Je= 3

1! I"f_IOJxI) £
that motion is moot. a3 11 nosznnfsffsaﬂ Iniol ady

tenodxs s ziastp noiszinniol
2.5 Joint Re???ﬁﬁpdﬁiiérg.m boaoova ton [{iw noioaodxs

On; May: 31,+1996; the Joint:-Parties filed 'a>motion for
approval of the proposals set. fortp inispe}r Joiptipegommendation

1o o3 0L

{(attached to; this dec;s;pn as Appendlx A) .11 Theys régard the Joint
Jf(:}"‘_(lj §

Recommendation as a ‘éécké$é’}efie 1ng} Joomprom1§éuemong them, and
agree that the resolvgd;1ssues are interrélatedland that no issue
should be evaluatéd; 150 ia%iéﬁ‘fr&“ ‘ﬁé ”g .”fThrough the

1;\((

Joint Recommendation, the Joint Parties agree to resolve all issues

arising from theéé”éonsélldatedJ ﬁﬁl}éations rgégfdzdg thé term of

2 ¥ O

prospectively ava11able standard offers}ii;e 3Phase 1. issues. The

Joint Recommendatioﬁo'ﬁélgéés the fgliaﬁi ga]p 13%ents:
1. Future USO1 agreements and, in SDG&E's and

el ot (Bdisonis caseén: bUS"agreements wiltl= cc-ru,aii‘.v?é : .
- the followln term. .1 lace a ey teT

01 bobroa2e EHe Fipains Cand Termlgagion"q’ bibgg'g “the o “oI0% daEob
i anespecblve;standard,offérs that providé for frordoem ot

ot " %) 25 O t Eacqqo
R
language changes may be required for‘

e'>r=oEFif81?*n 8_) aeni%JSQ%%% nssz?}:nq a4 o1l Iusiz oW

RIEED) ".[J-’fuljfrhisJA reenenbns llifbecome adnol13gxXs 31(5’5*1*35)1.3(:03

effective as of sothbs o 211011
I o?wflteéﬁt 78 énd sha E“’gtiﬁﬁégiﬁu‘bf O 10310
full force and effect until

nofeaunailt L F

- 10 - I -
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aot e 308ﬁUar?}1,n§OOi; AE'YHichieim?ithibd nl

i o viasbgresment shall terpinate, unless g oy koamorbhs

ISEI AR IS EE 1} """“"ekt'éiﬁgedgb)’/’a}c&wgfg_sion c!_eg?sionm - .
gt o soruigsuedson ggzgefgréwpebembgf 31}0)}0 barbasda 103
et o 29922 prov 1 DOWEVeYX, EPA8 jrqinnt s sl arodd

foand-pnol ng *Agge'em‘gﬂ%ﬁﬁﬁ{'nat*éoﬁéiﬁﬂé ox'a Tt ™ e
B \pniiugnuxﬁ:{periodLgréateg;than;EOnyegfgEafﬁéf 195110 bachan iz
 bib ol dANUAYY. 1, 030 k0LE Agreement maY. oy Lt Ju ol
R - t'é’ir}i:lnét’zg 356ner by Sélle’rguf)oﬁ S o
-viol ot Yadne cprovidingvthirt G(lO)fdaygfpfiﬁrus A3 axitaponod
5 0) aot3inantd sgﬁégfgguﬂﬂﬁiﬁﬁa;E»QECQEd%QEQ with, RID6TINOD 1D

besobnni ed o3 oxad el2rincd zporentit Y1 Jodyea svidtdogTmon
2, . Bither party to.an agreement exec _l;gdbqrpger;}

D6 W SV herdy @bg‘bgghaafa ffgr’ﬁ@}m'ﬁgll“d - \
sinable it -apply. to :the'iCommission foyf awitobienon ysbod

1ot 1o peXtension of the contract term bhased on o yisviinsils
cank e o BTy cf':‘?g!éiﬁia“{hatl are set ?oi‘th i ¥V )
the Joint Recommendation. If the .Jcow al noidos tedd
Commission grants an extensiop,; that.. .onas fniol - &.§

extension will not exceed one Year unless. T

w0l noitgood fcause :is’ réecognized bi thE ComhigsidfiC

Ptelvien T3 v 2 L3l T 4.1t MAteol ,ton 2 iRRcUo" o:f3 1c iﬁvoicﬁs
noidebey oy TETEe WITY B A 18ea’ T bEEsY th o Spverad
1ioL of i bréducedrterm as ofoApril ;»1g,l}:;199515g)'1‘hiéf1§1 baiios3ds)

, .. .. . without prejudice teo the rights and. .. ..} 1sbnsnooy
a3 vt gh1igati 'flb""&f’QFé"‘g‘ﬁgpﬁtglg‘tié})s‘with'f for e o
apri oGt Js_res'peci:t?)to:thgseiQFszthat?'entér'edf'(ii'ﬂtaf ‘3”—’*_ Feid o91vnH

o ... negotiations for or signed and tendered d v i bnoida

wilJ ‘F‘v'"'(’"standa'f:dﬁ‘éffef?én ar b‘gfg‘ré"hpi‘il 16 1436. ’ ]

moynat ([ aviceor 01 9oivs moijied Jdnsob ol \ﬂofjnbnafﬁo =8 dniol
The, Joint Recommendatio rtg.fu

™
3 Ay SRt o naa! 1 suppoxtg full, iy -ox3 pniatis
e i A0 QR P AE 1 1E 15 BE a1 gogts 1) Totd pntils
(il .uouzsi-associated:withzthelutiliby/sobligdtidn tdov?Iosurouy
o 1p PUrchase OF RSy ;gl}dﬁrastaﬁgggﬁ OfEQTS o nousd Jaiol

entérédlintd £ December 20, 1995,
© bae s EsCd2 gl (brs 2 lnionstips ey eiuguq L

_ New iCharleston f—i-led’a'agespéfiseSirjii‘opédgitf%cgn' to the

. . 1 s OO F LINIR o s30E L o gial praiwetlio 54 . .
Joint RecomméddSELSR 8 Mn& 1! 19985 Woother Tparty, responded to
the motion. -1 (SDG&B;<Rdison,t and :PG&E fileda -‘%di'ﬂt?"Rféf)‘ly in

: . i fod, adr L zgypoy DF OF ap 10 pig9d £

opposition to New CHafTedtqn:s Wésponse jon June' 14771856
3. - Discussion 101 besiupst sd yam 89ef!§ff3 s-gr:ug;ja;sg
’ ; ; . ., ot A2 g gtpcgibd
) We start from the p‘l?eE isé t%al: this Commission's
considerable experience :with-QFs proves quitel conblusively that

T € 2R 9Vl H 139
efforts to address thE Gubrit it {%ﬁf;lg?‘ sy‘i\s}'&;}%}}pﬂ,to a

Y RN {{a3 B W AR A B2 SWOLI
{iiny 35139 bas sowxol [fud

£
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standardized offer. without: addressing the ‘ass6aidtéd 'contradt ‘pride
are misguided and damaging._ This point is relevant becauée thé =

additipnal quantities of«USOI‘priced’electr101tyf31‘U e i, Ynn
.« ‘As.explained moxe' fully below; in oux eakly efforts’ ub'iv

1

plompte)QF,development'swe madé available“%tandara“bfferﬁ'EhHE”wé“

were effectuated through regulatory ordérlofltheir av%ilabilityQJQ‘
and the voluntary: dcceptancesof:that:offériby: a1QF: foriméd the
agreement.YIThiarapproachffailedidramatiéallyfaﬁdJWE s‘%péﬁdéd'“““
without,bhearinggjrstandardsoffer:23andlintérim standdrd:Sffar’45¢ae -
that - reagon,yiThe:combinationtdfastandard Offef‘pfzées{and‘théi?}}o
ready availability lédito moresdramatid subsdiiptishi€han®tHe & 1r0Y
Commission; ant101patedrszecaﬁseJa ‘basidtendntodf PORPAY{igthdIrc2
indifference of ratepayersiof: théspufchaseprice/srélativé tgisee?
utility-:self- -generation\or lothercpirchases~ (18 [Codérdf redaraltzsid
Rggulagrqngg(QERL_Sectianzgz.lol(p)(G)NQKthe;COMmissién‘has"57£f
previouslx;suspende& .the ravailability of i'standard offéergy noad ovel
Unfortunately by the time the ‘Commission acted: t6”shspend 'standa¥d’
offer 2 and rinterim ‘standard offer:4, mahyiagreenents gH&' rucnszs 2k
Commission.chose jto, honor had:beén signed: by QF develspeéyss 4id -+ 154
those agreements. arexnow. a'significantic(but:not’ the ‘oitly) alusisg
contributor; to, California’d: high: rate problem and' corrésponding
regégnalngmpgbibive!disadVantage.to‘Califorhia?buéﬁnﬁé§;57ﬁﬁ3§tikﬁe
QF., agreements are;exgected>tp!bbhbribﬁte’billiShébe’dbila¥é3f%ﬁiﬁég
- competitiye.transitionicharge> (CTO)d that miist> bei paids by ratdpayeid”
in order to wove:to:a>more;compétitivesgéneidtiontmalkietl noltsronop
Although there are other contributors to the CTC, the
Commission cannot-avoid-its dual responsibility to protect
ratepayers and implement PYRPAL hq onmigsion noy- has;thetaddeds

Feumnin 2903

5 sthéifairness-of? titiohsURA&rYALHYInE
responsxbllicy of - ensuring h? f3 rn% #° ?a,ﬁgfﬁé ieio 2u9 aeeéﬁsnub
'marketcstrabtdregu gggét gg Bé a»a{ﬁab; 1n11§9351§n 3cggtgig_ngn;
the CTC so{thabrlbJcanrngcolleétedfaﬁdrpaidfa§f§66n §§1, 08 \?}“0?35'

SI0Id6 o (I Ysie .bﬁqofqvcn 9010 .10 JGofs elidns
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removing .the impediment  it:presents téinew geveraticn dnd ‘rilivy'e
competitorg .. 1 ynevofoy i Httog aibdi  .piuivssch bns babiupzio ots
' 1., Ha pote that many fstates have' implemented PURPA fwitholito?
any standard offers; at;all;,  ledving .QFs td hegotittaragreeients’ bhn
with utilities: that -at, a: mipimum’ match the: prices: of fered by
competitive suppliers..iSuch'states have,»it, {8 true;v farifewdy OFs
and.less,diverse generatjion:resourcesiifBut theyralsot have’ lowarlion
rates and;do, not violate,PURPA, viodninpst dpyordd Daldpuddolls syow
aris The;lesson,iginotilostsupohrus>that;owhentmarkéty orfi bas
circpggggggggdaffégxingiothefﬁpurbhhsészarédsignifiCéﬁEiy;ié§§55195
adyaptageous,,than;an ayvailabla:standard:-offetr;savailablecataddaddiv -
0ff§¥§gyi;15bg;gggghcgand Bighéd1Uplin?gteatéf?quanﬁity.“OFéfjméﬁﬁj
years, - the;standard offer::1 hasrattracted 1ittlé intérdsfisys (hrois
contxroversyss;0f the;QFg-still:operating;rSantDiegdé -Gagasgr EléctficJ'
Company, for .example;:signed«37;028-kw2of:SOLsagreeménts whan EREY
first ;became available between:1982-and:1987¢o}In thenéitefivd [iin
years (1988:1992) 0only.6,990 kyw wérée rsidgriedoi:Since 1992514 77514Y .
have been signed,. alliof -them in+1995Fandf1995;?fﬁhlthéugh*iEOiVQIQ
matters.little  whethexr one;characterizes this as ‘a‘*gold<rush", iy
is reasonably ancicipaggd that'inteféstfwiilvohly‘iﬁcréaée? ¢ y5116
ko deVelop noiuzimzoD
partlcular typas of generation congruenb’w1th QPR gtatis,29tuips w%?ﬂj
vd Mgnyfg§~these agreements: attend: ‘circumstarites! in> whichlion
selfr generablon forsa,cogeneration customer’ s ‘'steaint host was’ ﬁb&&““
attragtive; than any,discount. thé:utilitys could: provide t&imaintaint
tb?a?P§§9E?rpi&Bd;?h?jcuﬁtQmer{chOse}t63maké1thefihvestmehtiiﬁjQQYQD’
generation facility,,:This.trendrisilikely tocontinuer As rhiio it
Adt D ail3 o1 atotodivttacoy oo s ousilld dpnodliAa .
jnaioeg o3 yiilidiencgest {sub a3l Diove Jonned nolzalrmo0D
4CTAdMItEEdl g this?aitafasssd nét deéiquthnqhgégﬂl 82k £1oYEqOInT
actugllyIs1gneﬂ&1ggjibvreflecbsronly1th03e5501!SPOpéfatin§£d(SDG&89‘
June’ 1996 Qu arter1¥g§u "‘set gesgtgpn gstﬁgpo;t .jgs)qe -of -the -

inherentdiffigale roblé

assocx?ggd ~With pge@1g§ing;whabr1evelfdfcsignedfofferéfdllbo 15 33
actually develop, or, once developed, stay in operation. ‘
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technology for cogeneration.ihad improved over the lasﬁldedadé and
the costs of building generation-and: buyiﬁﬁ”@gg have f3f3%§f~maﬁy
‘customers: have, opted. foxi economic bypass- of iutility gendration.
Although; these developments'.occurred slowly overitime,f yecehtr1oind
changes in;the:industry;apd:law have> brought: the' plahning and cagva
economic:benefits of:such' projects: into:sharper::fbtusi HoWweVvey I fsi
much.of the:last:decade, market:circumstances sifiply!did:notimaksd
these;pffersisufficienbly?attraétivebiniptice>toﬁdrawisi@hifi%éﬁtao
interest. cet 3t chuyionon oW L Jauerodal

Much has changed since>1992)when>the)Energy*Pbliéy Abtl-£
was paased, asjthegwholesale market is.pow bréadéned)in‘geographic
accessgngbeﬁwholeealeﬁmarketcwillecOntinuedtoJchanéﬁ and- become
even mqrefcqmpetitiveainaCa}ifogniaﬂawithiimpléméﬁtabioﬁvofcéﬁﬁéﬁéf
exchange andran:independent¢system!dperator? SThéseldynanics=Havess
renewed attention-rand.interest iin standard offeril;jrand ftffgacbive
entirely appropriateg-that\utilitiés-have ifiledrapplications tsgéax
our re-examination-of the-offér. [rIn+any Sther ordidary commer&iary s
relationship, :a buyer dissatigfied with:the termsfandfGOhditioﬁs'Gf
an agréeément-would simply./not-make thé< offer ‘to :buy on ‘thede reeina s
Because the,standard offersfare available only by ouf‘o&def"hdfﬁv‘
the offer must be sought and approved by the Commlssion.‘

‘By the same token, the situation is to be avoided which
requires utilities to form agreements they otherwise would not, and.

eidvotopg nodeslyed) woll

: on, the othér HaAnd’ imposes uﬁoh thél; shareholders (2any;: ?go e mavket,,

Iner 235130002740 O
costs asgooia;ed wlth'tbose agreements undet clanOdefinitioh%°'f 00

szt ¥ d0E60ML 9

‘v

CTC ellgiBilléf“’ ‘$Ffes” qeu}#§ién gost$ to,the,utilitys wonid -

bas T eeotp hice Jra}* >n1uu0 ;
abOYeiOﬁherw;seiayallable mdxket prices;bsomeone iastvbear! thitvisve

L Joi4g 01*\ A .93 0o pn;fu:
COSt" lbﬂrdegf@ggﬁgg ét‘}Yb§§§P3rE1 La}llS?Jugqa)g}‘luégl YJ‘Q; 9; el:§,{
accepted.quwailabilityjofuoffere(daﬁnOt berdddréssediwithon i’ yius3

G el scﬂz 10X nv Djb od ddpim dedl ernotzulonod
exa@??%ﬁg éds§ 80gs§g§§g§8 21dnltitasup o o1 brns 3oy bencqgsd Jon

.olot patiden-yoifcy 1o i yiotsupz a2y

—114--81 -
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3,1 Approval'of the JointiRecommendation Hithout<’>!0T YLOICNJBOJ

Said 1c ‘a”rl‘CIl.ei lolr Jcﬁ'.lifi'gilgt,ii;lorin f HEFE ST IR § Tav s s e e ’L "ﬁY}*S[ o i(.) (’ | el ele) j

_“ogqrﬂﬂe¢qtqybwfrom'thesprgmiséithatxthe3UdihtyRecomhéhdatin“)
before ;us,:although not -an-all jparty.-settlement|> cSnmands! bidaai? (A
suppo:b;ftpm.affepted=stakeholderslzu(OﬁlyANeﬁ?Cﬁarlestani eapaedy
protested. )1 We:thereforel-look:to: CommissidénsRule S51iY (e)dro raiiuns
determxne;whether the Joints Recommendation is>reasonablein Yighe!
of  the: vhole: record;sconsistentswith-the- lawjnandrih therpubliezeidy:
interest. We conclude it is. » Cdaogednt
3.1,1- ‘The' Present«Recérd:Is8:Completesia bapasds oni duinlt

,,”q5,9~;new;0har1eaton argués we+iare nbdteo preﬁaredﬁto:maké“ér! apd
decision;;fThus,uweffirstJexamineqthesadequaéyfof the yrécord..ciooe
wnoed -NeéWw. Chaxleston’s.protestsitoittesr applicaticdriscd8ekgnnomon
gg]ggtjoguoﬁgtheJappliqationsnonelegalxgroundsfaﬂdffornpdlidy- fIova”
reqsgnsigghégguleaéérz statesjygtlIf:thesprotéstiréqiestslan ovindoxs
evidentiary hearingrs-the protest:must ‘statecthérfactd the1s bowanoi
protestant . -would ipresent :at ranceviderntiary hearing ito-support sitg o
request for wholeior partialrdenial .of ‘theapplicationis:iNew1 162
Charleston;made -no:such request:in résponse ‘to thedutilitiegeiinlsy
applications.?:, ¢The (filing of.a protest:do€s, not finsure ithat an: s
evidentiary, hearing will«be heldsv:The decision (whdtheY: o¥! hot:ito 21
hold an evidentiaryhearing will be based on thercontentiofithe’ =43

cgorzzie oD odt vy bovogags Bias nmu‘m s o ta3lo ol

dotiw Bubiovs 4 ot af gof: Jegdia el vl snna edd i

ine  dAna Biggw eaiwredio yedd esnos "‘}J[h 210l o3 goi3dilitdy eoriupst
5 New Charleston roteatq”states y Commiss ! add .
consider 163 pasts po1idied’ With redpbd Ué01§cé Q}Ectéygégued‘ o
Commission; dec1530ps3as fariback;?s the;ear1y319808 baéCOuﬁtaforJG““
the impact. of Indus ry Restructur 1 rms and 3
know thé'gﬁiéomé’df; ny*1eég1s13tidn° ﬁeﬁ&?ﬁg biiore Cohéggggéngi 219
eva}uate;thﬁ ;mpagi of;any)dec1sion On\the induétry iiself?ﬂbéfaYedﬁ.
ruling o lication,” Protest SCE,.ap atign, . ps19:) ;-
Noﬁeléf ?heéé£ P€é1de 3t13n§ré?‘gdm3 3&1 raiégaég maﬁn‘iélg.,i 9 800
truly egldentiaxyuinxnature Jandrbhexspéculat;vélandfimplausible‘395
.conclusions that might bé drawn from impa g Qﬁﬂ es t aEr AY¥E rxo
g ' ,

not happened yet, and are not quant1fiab1 bef 1ace
‘us squarely in our policy—making role.
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protest."” (Rule 44. 4¢)uhThe‘contenbmofuNew Charleston!s :protést . {
does not persuade us that any hearings adehsdbddhlyyQ tiebl ..
“,_Ngﬂighﬁrlestpnyalso protestéd_thexﬂoinb«Recommendation,
and asked for more careful: analysis;‘presuminguthe Commission could
not-.consider; rall:the. issues;and ramificationsn,v whichiwe' have:in'A

fact considered;in:making,this ﬂeoision‘éw;NoAxequestcfor; st gndw
hearings- is made,-.only;a;vague: allusion:toiungpecifiedr "due: protess

issues,. ., (Response;to motion,cpii8r)> As:raniinitiidlipoint;ibecause

New Charleston.,didinot-havéia rightttoianievidentidryshearifiyrontss

the capplicationsithemselves,;rand wé:would notrintthe:-absenéd:ofithé
Joint Recommendation grant hearxings onsthesbagis of iNey visidd asils

Charlesgton’s;pyotestsiit-11ogically, followssthatino largeriright sib

existsiwith:respegt to thes;motion-foriapproval-ofcthefJointauilsn i
Recommendation:sqlfotheiunderlying/issues doinot ixrequiréjathearifig!

to resolve, then the Commission can, if it has sufficient Broitag

inﬁqtmgngqﬁgo;gvaluatefa:setblemenbipruiezonfarqetﬁleméﬂt without
hearings-as,well.-(That .is;-inifact;-oné of ithe objectives ofrario
settlement . avoiding:the burden of<full litigdtdon.): {3 o1 orh Jieqg
-We therefore-conclude thati.theré is-no dueiprocess-ervor:
involved .in .xeaghing.a.decisjon on.either:the }Jéint’ Récommendation

or other issues not resolved by the Joint Recomméndation on theoosox -
existing record, which is .complete. = The «Commission;i"givéh its many

responsibilities and -expertise with thisg:industry,1sis awdreiofitss
policy,ithe legal;.requirements: of PURPA,> as iinterpreted by.past:2313si
Commisgions,. the, changes, in: the industry,: the<a8tatus of'@all.df fiiaA

- relevant; proposed: leglslation,:and,;perhaps;feVen élfeﬁm5>oxu YIavy

T

"ramifications”, New,charleston has: ot outlineds s} oldsnozsst
3 onersitlonay osdpgaih osviioaiodls bas Elfﬂliﬁj 2U2AGEO0D asjcéoxq-
gofsuiczet ovesf bas L res yvoid Jaoixs ofdd o3 ooipn ol eoidisg wolls

s3rpidil nsdly tadiss (noijylonsy noigdi“rov'xoi-:Jurwasxgﬁaib ol
ffyeyig gyggston;?améd itstune>10251996 filingdanvansweryjbutﬁﬂJ

as'it is n opposition to" the o int n_x ting, app al
5§§1§y'3?gu§§on 2 qu”Eigfj

the Joint Recommendation, it is’ ﬁ“éct g&”~
under Rule 45b(a)aand£(f)gd5v339Lqu castbhs [{iw 11 suqu

strdsd ui bPslil sizodorg yd bezisy 10 ot boinlsx

- 16--VI. -
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3.1:2 3. The :Joint ‘Recommendation' I Reagohable It ofns) . 3eoloiqg
Ilight Of ThUecord * NIRRT P P P P S SOy ahetrase 34 151 2ool

PG v oy I RS 2 W TS St RS TCERE

.ﬁoiJ;:r:The-Joint‘Recommeddatloh'simosb'impbrtahtfbdint of
agreement:is the shortening:-of the USOl" to'ir Bik-yeur terdiodus bie
Althoughi we: may have'.found sho¥ter terms > reasonhble,s that”>ignatlon
what the parties-have récd%mended)#é‘abﬁtove‘*FAftéﬁ‘thg'ﬁbwét Jond
exchangeis' operating;» thet market! price: vatepayers. Will bbar’ fbpsod
generation:willibetant hourly clearing. pric¢ei o (cTo!portidbns” of 2thatl
rate>willscontribute:to/the-billjdbat willsdeéldindidvaritihias)? TéM!
igs;readily;apparéntitoius that<six years:islmuchidldsereal houpr1p1?

than thirty years: =TherefdreyotherJoint Raeommendatisn iag~g" Hiol .

dramatic¢improvément joverecontinuedfavaildbilitp=6£oa930198ae® *E&Ei”
in aligningstheiagieeﬁenbawithlbheﬂstfﬂctofé’6f theumark8t IAfE8R 1X2
19981sandathezlgngthrqfotheaiocélidisfribut"ﬁ*caﬁpany'é*pﬁféhaséﬂﬁ
period. diraioilus aed 3: 3: 0 as0 AofagisoooD) ond aond (oviouse oF
roidtw “Allothe:parties-tortherJoint “RecOommsnddtion Spprdva "Ehis &
change,. andithese:partiés fairlyrréfléctEEhéFéffegtéd£ih€éré§f§?cf4
- part due to the .involvemeérit '6f DRA, rthe:ipartiesrddritbe agsumed 'to'on
have negotiated:at arm!s length.and withoutcollusion’ ‘We
therefore - find the *J6int’ Recommendation “Yeadonable ifin« 1ightfdf “thgt
record.t i roldsbass 350 Jotol edt vd baovicezox ton sopant rofio xo
TR ;NewgCharleston ‘6bjects thatcthis- chahgé tofthe Uso1ti ”‘14“
unwarranted;:.creates air¥egulatory. gap, ‘and :leavés QPg thati(Argicgeass
attempt;pg;td-form‘unmod1f1edL0801's>w1th‘an ‘execution® daté! beéfore

April 16,519961inrlimbovtiAs{ahWinitial?matter¥ﬂifiéVétyJibsﬁéliﬁﬂﬂl
every proceeding had-to berincludédrin a>settlemeht) forrfeitdipgior:

reasonable, the Commission'would:seel far! feWexridettletentsis finnt®

promotes consensus building and alternatiVe'dispute resolution to

allow parties to agree to the extent they can, and leave resolution

to disagreements for Commission resolution, rather .than litigate

" the;entiresproceedingi oh an’fallforsngthiggﬂobagjs2J°Sgé3§§1§?13¥??5
che, SOLRE Re SRR g HER AL 7,1 o imoa T S o o

{IOIJ“‘! £ V-IIG Emrtel 3t

Phase II will address project-speélfigiiséubs? olusi robnu

related to or raised by protests filed in th1s

- 17--3f -
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:;Lyn,‘.procéeding by. individual:pfojécte.1<Pha§efl»and?ﬂﬁdﬁ Joui

.., Phase 1I are paxallel, non-congecyti: 7 TIPS
G and Phadd T ! isgﬁbﬁ ‘mAY be “doA's ideregeb thi o orotousdd
"~ commission both during and after the resolution (.¢ .q

°f phasueJ;lE:'_ in(» B’u it !)[ oi dnbiessonaidl _Jutolt ol _I_._‘é;

Yoo adoagssn [orovel

AISQ,*;' ,-:;':-i.;,\,j :‘:,‘)_.(,?Ff‘-i!"'; RERRIATr S M .'.'E:ZC"‘J ;{j

. v ] 5 [] )\'Alf—
e feuch “This Jointfkecodkendé%ioﬂiis wi oﬂf’pééiudi ‘J? o e
to the rights and obligations of QFs'ahdsbhe‘“’I‘qu‘ﬂu

i t,_ L€ ect to those Jthat ..

’P t da’ ing} Eé iatibns fh ?Q gngd and

»r*téndered a:Stahdard OffeY ohtor:before "Ifrda" aclanimso)
April 16, 1996., \bgR'fp!i? )‘iFJ 102U bDralxs nJ enofaivob

Yalt

Hence, New Charleston!s:ébjectionristnot>bith' the ‘sibstahce in the
Joint Recommendation, but with subject matter” g?ﬁ:jis explicitly

not in the Joint: R¢c0mmendatioﬁizoiIt)isltherefore Without merit.
The Joint Recommendation, for" Eh%“éé&ﬁ@“%f Ug61s 2 Eéected {those
signed afteriAprilf16;u1996)¥aisareasonablefFnNewJCharleston does -

not providé’ any reaéq fb* s}x”§g§ # “”§3: hofg éerm for the

p R

USOl's that would be affeoted by‘adoption of;the Joiﬂt
valyasih o pattdasip o ﬂrL,J.t'? WAQLITODRLGS
Recommendatidnk ¥ R PPN

Furthermore, although not necessary to our approval of
the Joint Recommeq@éﬁioﬂ %u%“régélﬁéiSﬁ)of Phase If issues in this
decision eliminates: theiregulatory gap perdeived: by‘New Charleéston.
This regulatory gap exists only if the CommissiSh “waie to grant New

Charleston'’s reqﬂéstftofdo fothing. to- ohange theﬂstatus quo.
LIRS
Because the Joiut Rsé?ﬁﬁéﬂdatioﬁ'sﬁgé i?a %ﬁpé }gﬁs ‘for Commission

resolution ‘of Phase II issues "both during_and aﬂﬁer the résolution
- of Phase I,” ourf{nclﬁs1on£6f Phnéé \!i:isﬁ§§uin;§hf' decisxon does

it f’)Zf_&;. fl"ﬂ‘f w5 AASUT cobii 2M0 praideixa
cazuidndse Ieyohol 1o alntiz

7 In utilitfies’:;joint reply :to:-NeW. Charleston!b“réspoﬂse and
objections to, the \Joint: Recommendatlon“iut111t1es(sim11ar1y point
out that New Charleston!s)objectlons»arehldentlfiedfas Phase II-
issues not affectediby: the J01ntaRecdmmehdatloniinwéwagree, and
take a consistent, position’iwith) respectrto'otliex<igsies not
addressed by the Joint Recommendation. {.3 .g
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not changefnmodifyﬁfor conditionfthé *Joint Recomniéndation, and we
therefore c%P'Hpﬂ "?*ih {B {h‘§”'ptiéé§jf§%'?quéqt“é“q (IR,

p. 9.) ol dp{onae Sl 10“‘1‘ fhae pod cuiy gl 3.;{ aokaals 2o
f(;

3.1.3 The Joint Recommendation s’ Coﬁsiél:ent With' The Law

Several aspects of the Joint Recommendation touch upoin:fA -

legal matters, and w beg}n wit ghpse Lhat are more procedural and

VILJJ(I Jhcnl
interpretive dn: ﬁature:) lo = ’)Ijnpl fdo Frrin anw 1 oitd ol

pixar, Vb JEEE Hpbbabn et SRAVAAY HhEE ne

Commission ”shall" consider,the followlng factord -in making any

decisions to extend USOl terms aftdy %002, 2%%% o0 [feagA _
2l sh 1512/ The rationale: set: forthiin' .the: yequests £6r woll (odiroH
‘(1 1iotfqzo ,.f{t% Ofssdens 4 satduya ddiw dued otdebrsr o naad 1aiol

.3tses 32:i1Thesrationale: setr foxth>in- any responsetto oi1 ni Jou
meoif rﬂj-vaﬂlf? 5§T}l¢$t for g{c}_’.ensio 3 Jnoidebiasyooosad iruob o7

- ab oi3aicAirationale! ot addressed(bY’anyapaftyJthat11u Banpin

o he Commission determin ? se Lthe law, ..
wibg et gnd gfatﬁ of the“é éécr?c ﬁuﬁsti‘? 'ch%n nivotq Jon
stime ofsthe refuestsfor extenslon;d DLifncw Judi a0y
reasonably supports granting or denylng thqv,,aﬁfqﬁn%
extension request, T
1o fovo :-.153 €00 O3 yisansuadn Jr ats S SSTTE R I NEEICRE £-31 Fe 307
co . .Whether th lon_or. FE 2 EPVEE St ar
‘ fad Al R "détei’miﬂéd?that a”z mBétitiveqni ket A pton ol
goiuofsrdn sothe‘géneration and purchdse: of« electfioityf” nokaiuob
i taattp o (?’f :SF%T.‘,U =y oy HE oywfioo cJelxs dasp Yzoh-fupav 2iny

.015.ctHhether the terms -of . thecStandard Offers =z'acieslindd .

I oy SR nsistent with the .then- -gurrent rql}s 4 souRsA
corbnnbonD TOTRERRY flhg’éie’cﬁrid’ *sddnigsfon a%a ’é'alt?' i wouRood
Cnotrduiozas od3 1933e bBas prbaah dlod” eueex 11 sonfld Yo noiiufoso

. .6. Whether the purchasin ity ] . e AT e
weoh nolaltsb sRI{gAYiEn T €6 pﬂx‘ché”égbg\i ‘fr&%%ﬂ“ e I eerdd doo

existing QFs under PURPA or then- app11cab1e
state or federal statute.

Dite ol pﬁhethern in-the. absence ofia Standard Offexr s al

tnica Yiib or :QF.status,s ther'e:is : .the provigion oft an' z2noiios{do

‘11 serdd intefdonnecbion;forupowef(prOJects AN s wa¥ Jsdd Jwo

' brip %xg‘aqcordance ywith: Commissionr .ofi FERQ235511s Jon esyasl
— *cm[,,approved 1nterconneotiohirules.jn(JB,ﬂmaJerQHO) ¢ oX¥e2
' .. 6.) .noi3sbaerioved Jaiol eid yd beea 20tEhs
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O The,Joint Recommendation:also' statestthatfuthr®d® -1 (HU)
extengiopgigranted:bysthecCommission: rshall" beibased: oh ANy on& 61
any combination.of- the:factoxsilisted above;¥ s (Idy; s2dlalss pis g
Section Fi)-iTo; the. exténtothisslistfofi factors was ihterprétedivd>
be exclusive,.these provisions mightividlate-thalawrifirthatrit «dT
could constrain .future Comnissiohistability1tdracttupon’tharvéaded”
created :in;a future -proceeding:and:it:wéuld-violate 60 s8tE1&méné™
rules. (Rule:S51y1(a). prohibitsrresolution ofa¥substadtiverifadesdo
which may .come:-before the:Commissidéntinrothersorifutdpsilsbisrcusoi
proceedings“)"),,§~5:.HQi_-teVer-,* other:provisions of -thé 'J6inti ni Isvosgyn
Recommendation ;lead:us to:a:differing iinterpre

than, on the .factors: above. n(#Parties” isrdefired vin<thé Joiterg 1ot
Recbmendatip_n:;as the. parties:signing ‘the Joiht Recormérdatish (IR,!
p. 1),;;and thus does. nat:serve:to -bind-aily other entity that,iyict
the future, may come forward-and: seek. extensions ibased on! okhed: =3
factors. Naturally;i bothrthe: Commission®andiutiliti'es would need

to. respond; substantively .to.thosecrequests)i even {if soht dther’ 10674
factor were,raised:that:did not squarely; fall»intd thbseloutlinda -
above; ;:The .flexibility:to:do;so:can’be: fébund ini the geihtsss &' (02U
Recommendation, idespite:it!sjuse ofi thei prescriptivé> word> »shailg+*!o
in Sections II(F);and:III(A).ui Héenceswésinterpréet the Jsintti= ke b
Recommendatjon cas: providing:a non=exclusivéilist of:factérs; whidh'is
renders, it consigtent with the!law: ! futire. conmission~may nakel o

decisions.on the.merits-ofithei Yecord=created>in- futlira-proc¥edingst

-seeking-extensions,.:or rmodify-this7deéaididn ds-reéddedy afid-thed? o4+

Joingg,Reccm..';er}dation doesindt:violdte iRuld 511 (a)irps noldos suesuqy

‘}:;f;‘f!u The -second provision of ithe !’\J’Qi'ﬁﬁi'ﬁéédrf'lfrfeifcia'lii‘é‘n(‘j_ oruiisld
affecting  the rlaw concerxns ithe ‘provision on jurisdaictiond CFhe'°s orlJ
Joint Recommendation:prqQvides the :Commissidén has -7éxdlusivien 3 ididory
jurisdiction .overiJ'any fisguerélated tJithe FinterpYetditionSethiy ol

Joint: Recomnendationy ithe enforcement:rof ithe Joint! Recomdedatish, °¥
or the rights: ofs the: Parties :to:the Uoiht :Recdmfgridatiom.iighrionnooos

stavionen THe IR Osd .
Recommendq_t‘-j,gn_ l1imits any. party from applying “for rextéens ,iﬂdﬁ\é‘.. OENEY v |
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(JR, p. 10.).:. However,> it; also’ acknowledges>thé jukisdiétion of
- cpurts,with respectitol"fattersiof: interpretatidnrégardingthg~Ix»
standard: Of fex contyracts¥.or.;"PURPA!implémentatioh mattdesin oo vis
Obyigusly,only one forum:;tambe-givenivexclusivetljuisdidtisnioe
The firstjand;exclusive;jurisdiction catégoérysr{mattdrs.of ivw oo ol
“interpretation regarding theiStandard:=Offer contractsr) 'over1hgsor
with.the :second, -non-exclusive jjurisdiction category{"any iibsmie 1o
related;to%:ithe :interprétationlor:-enfordément of)Ehdageine? .a=lvs
Recommendation) :1Because sthe iJoint-Recommendation crequéesty on 1oty
approval in itsientirety;, wecaré.reluctant tocconcludd 'thig ibosootg
provigion-ig not-consistent with ithéaw:becausefitligfardlry 004 .
vague,, s¢lf:contradictory;; ‘oxisinartfuliisrInstead,rWad agathbrier o6l
interpret, this provision -in:a manrneri¢onsistent: with''tHe ekistinyJ
law, whichadmittedly has. jurigdictional:overlaps' #.Thig Inbro moo0d
interpretation .is supported by.thé supporting.parties’cldif that -4
the Joint. Recommendation :is:consistént.with:the dlaw: vr (ouriud edl
ima bt falls to:this: Commission® extlusively: ahdiagy gy . aioiusi
practical; matter (since. it: is: before:usiand norotheridéeisionmakér)s
to decide.whether .to. adopt: the:Joint Recommendationiioncesmodifiad?
USO1's are; formed;;the contracting;parties>¢anjtasithayidoiwith>7cds
othg;;QFgcop;xacgszj§gek3relief!ihncourbﬁbnﬁissﬁeS‘bf-ééﬁEfﬁéE?*Gﬁﬂﬂ
administration and interpretation-giving(rise’to:didputésothérs? 0¥
thap;those.at issue injthisipréoceeding andiresolved:by:addptidbnof o
the Joipt Recommendation.s:Additionally/ USO1-policyiissnesdiargphnos
like;any. other QP policy:issuesiiwithin’/ourcexdlusiverijurisdietidnsb
-to the

pursue action against:the Commissioniinifederal courtffor:allégeq ol

failure to,comply with:PURPATdespite our:broad discrétisn under

the act to implement ;it; we are:dleanly:without:authority . tenidoniic
prohibit .the .initiation of.lsuch-action thicugh capprovalicof <thd! Jmniol
Joint:; Regommendation».and:would defeﬂdiourup01;gyﬁbntiﬁgrméfigggizut

We re sonably.assume, this ris what«the parties! suppoxrting the Jointiow

AT

RecommendqttqgginﬁgndedfxaBEithalIowsrusetdtagféerﬁiﬁhﬁbhﬁiiii od3 o
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conglusion. that;the: Joint: Recommeridationis cohnsistsht with theoio.
,laﬁbtnpﬁf Join binow o3 (odaen bzbirova Qjﬂﬁliﬁygvgﬁ Yoo nofteluaslsn
New Charleston raises:two.tlegal .objectibhs to> the Joiath!
Recommendationt- .(1) that Section '210:of PURPA: obligat®siutilities
to buy power:at;full avoided:-costs,las:pkescribéd:by!stitutefaha:vs
interpreted: by regulationgt (¥espénse:to IR} pp.15-6)§vahd 1(2)pribt
C0mm1§§ion[decisionwlDt89+02'065)ébbligatésautilitiésﬁto1céﬁtihﬁéi"
execut),ng,U$Q1\contracts (3de73ps6)iincia 5 1oV YIIDRARD (O YEISIO
: - HYY. *0f2Adreement? (.Fabbs
1oz IHecheginwith Secbion:zlo (16:UIS10/35e0t16nu824aL3 (h)) Y5
whichiobligates utilitiesto purdhasereléctricity fromvQrsas ) ThEOST -
shortening of ithe USOl term frémithirtyito sixiysarsi-dossznde =3rod
remoye sthat: jobligationi (cAs<New:Charleston torrdotly-points éutjovs
Section 210:requires such.purchisésrat Javoidéd .666t Ji¥a8 Ipreserived
by statute:and -interpreted by fégulations:id:Shortening:the Usoidra
term.dogs not; affect<theavoided costi:provisionsdcof the Yoy prinic)
whtht)ifgtheyjcomplied!wibh-PURPAﬂuddéf<thirﬁy%9ééf*téfméfmﬁéﬂiséﬂ
equally..compliant: with :PURPA :under shorter termsf anoljao saedvrog
- poo! Taking: a-look jab; the ‘statute,we find ‘'no maridated Hinimdin
term for PURPA required purchases.to Looking' t& FRRC Yegulaticis, ‘We:
similarly;.find: no, mandated minimui' term.»« New Charleston' cites no
statute : ,regula_ti.ohh or -case’ indicating’ PURPA! requiYes farfandator
dadd Doalelaoes A¥sds dailn aben soo bis (AGRUT 1zbiou
Bort Be.w C,har:lestopf does:refer:-to therdefinitioh of avblided s
cost (regponsejip.r6;:n;:8)vand>onescould:condtlude: thatNéyw .Dosoqe
Charlegtop-may::be:confusing >the regulatiénsgtaffeeting: thé (o NS
calculation of avoided costs with the term of the agreement. .
FERC's regulations at 18 CRFR Section 292.302 require that the
calculation: pffavoided}COsts takerinté c6ﬁ81d§§?b§3ﬂ5€h °é1e§t§§g§l:
“t11§%¥'£ ;oé? ;izleﬁ%gdégié“ 6§ % EY} ZqJEQUBQS?HéJtYpetierU
purchaselef;f1rm energy {and capacityr énd f0r\éapaaity"féti?eﬁ§ﬂfé
forteddn” féaéﬁddﬁr“g thé qd@ceSéfﬁﬁjisayg§£s.}q 8ﬁe3é§?ﬂﬁj o

requirement applies to QFs selling firm, not as- -available .
{speq 1;fu 1O a91MiInes Jionjooi)
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eleatricity, s Even:if,we includéd:longer: run -warglhals-tosts’in' the?
calculation of as-avallable avoided costs, this would not requirvé-h
10.year or;any other, term Btandard'offekis nodasiyndd woll
i 1:it90 FERG regulations merely provide that OFs othektthan azaoH
available:QFs. have.thecoption:of, avoided-'cbsts Caltulatedrat thé o3
time;of:delivery,- or. ay the time:the:obligationl i incdrredysaroint N .
"pursuant,to:a:legally enforceable(obligatidniforoth>delivéryiors .
energy or capacity over a gpecifiaditexrmi¥ 2 (2921304 (d) 7Venphdsigx°
added.) BecausesthelUsSOisenergy and: scapacityrisfidélivered »&sE.J.E
avqilable}%unlike other2longitermsastandard dffersi(S027WIS04,
FSO04)7 the;avoided(costiprices-indthe USOlraraishorte térnidveideddr .
costs that:peed-notyhave anyy* specifiad tern” s6PUprovide fernodyode
avoided costs: .calculated atthéstime: the"obligat:ionudvinéﬁf’réds’"q
(Compare .18 CFR-292. 304(d)(1);and=(d)(2)u)1lThe Ugorein (By nature?
subject: tQJCQanges,in.shortfrunraVQ1dchcéstfcalculationspjufh a yd
Commission'!s -yiew of what .constitutésiashorti-ori:1orig periesd for o
loqking;at\ﬁS:aYéilanejaVoidédLcdsté“relétiﬁefﬁbfutilitlbéﬂ-Otﬁéfﬁ*
purchase options logically - reflectsithe . wholesale market,  whéye rlipo ‘ .
purchases, have .become ;increasingly. short: and :contracts 'as’ long as
six years are. wvirtually, unheard of ~uzedvuang Latinpnt AGREL 0] ERER
e :-Tt.As useful .to: recall: that:.the ‘Comnission! s> decision’ ko'
have standard‘pffers,at*all,was one ‘entirely within' itsrdiscretisnte
under PURPA, and one made after staff complained that nontstandagai®
negotiation would- not: develop the(QF: industry-withithe desired
speed PURPA-does; not:: require>usto:havel atandaid. of fersg>at>) jzov
: g;l, much less:mandate: that;a standardiofferuégreeméntfmay‘be31Ifd‘-
L300 netps oAl Jo mrod o1 diiw sizen bohtovs 1o noitaluslns
a3 3513 oifupor SOL£.SeK ot lues 9453 81 Js a2nciidslupst 2'0HEY
. ,LFEBCItegulabin\s:(I.B .GFR Seation=2923:304 (o) (1)) srédquirdssluoien
uggiiiy?fgt;ﬂdade9&5e§3f§5gsgﬁééw§§s“fgém?qgaf?f;?gg E;ggi:éggélr1u
wibh a- d§81gn gapagityiof 100 kildéwatts Orclgggcro (EmﬁhaéiSSEGﬂviﬂq

(]

added.)" Standard rates (not contyacks).age 1% EraubEedsferdaxgens

. aldslisve-ze dJou .miil prilifoa 240 of evoilugs Moy Lpot
{(Footnote continues on next page)
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forped, ig.viz;lu;;ixl;,jany a¢ti<pn‘ on the:spartidf the uti1ity.'sBsth bEtiidy
thesg,appegts, of .atapdard,offeys istem: from; Commbgsionypollcy poitondes
decisiongggmgggmggging\RURPA-in;phe,ear1y31980!32“’6b0{6ué1y, oﬁher
states, that do not :have: sl:an‘da'rd-:.,offéréEdogﬁoﬁevioiété_‘--"PﬁRPI}, and

the continued availability-of standard offerdifs 6t 4 right gadct®
which ;PURPA entitlés-QFs, \Both:of rthese: pdlidy ‘decisiony WErs Hids
in ;1982 . whqn_the{Commission ‘had -an- overardhing poliB?’objéEEfvg'Sff
encouragipg QF, development ;s no éxcessjcapaoityforédastd, ng&oviv ol
stranded costs. tQ, consider, norate: cap,rnofbrdédIY“KVailébeJ‘qu”
traqsgnispio;g, access, to;facilitate othier; competitive YeHEYari: 'ﬁ'“”"’“'i .
sources;, and: otherywholesale: purchase aotivibiéé‘bfﬁutilitiéb‘ﬁ%&%?l-
by todpy!s, standards, relatiyely shallow.and unihifoxmat{veloi2n =07

3.1.3,2. gg ; Prior CQumiB ion Policiesimmtrmfnﬁ yoilog yiainlupoy
- 111ty To fin e The Date Of. Su _ns;On) afd 25 yibielupos
- ot oniTha Availdbiiiiy’ b‘f’Thé”Usor)?Pe ! -

it [a 5t pruiinelin espasdd ods Insialaat boe (wigas blcm
)‘;eJE?{?G?o ‘Elegg{(lharlg?l}qﬂ“’ %?qqﬂiiu legal . .argument,thatint

JiL
the Comm1351on caQ?oE qhanf}g}tf golicy dec;slon to,*aké USO1[cpatiu
. avallable witl;hout ajr))y .ﬁacgfio on.the part of; rubilities; (respoDSeifiJu
i witIO 6 Ii‘: *
» p. 6, clt1ngrD,8§ O% -0 S)b an) nd At without. mexit. 5o Hiouaoiiogs
— : ésiigi}gétigi Q%tﬁ%r,%& 89 02 965 .4id not, proh1b1brﬂ~-¢ig3

utllitles from ever seeking 2ny., furt u“qhQnge 1o the. USOY, or fromi

,,,,, 2L 310D g TAEs.

seeking to SuSpend it. It simply 4%q1H?ta¥§3!1¥§¢§nx_agtnbxhtheahnu

) P ~ JRY e e TH
i ds o faas i Iedd Sisio Fon mach godaalradd well
s ianalYa tog s osebasfeD yiis0 ptaobzaiiooD adl mo SLABIRTHIS
i S R S S Rt Y T oA »> L - = |
I ! Lif; dusl oalogol ;o3 denddt 1o .onilon Ispad
aiaon svioesst 20 Bify JUs1 il 600 < it : .
.
D wa casiseoilggs 20l yonshnaceyg aidl los
Sundoig Balid nolsslyedd waily Lenolieoilygge d2 3o wonst 1
~ 0y P

¥ PREERT T
o3 dealorig bas (3CCL (KL vrsunal oo goidsailgas a'dIDiS oF

. . rrdol o nolisoiiqus 2424
= (Footnoteicéﬁtinuéd‘frohﬁp?év16ugkbé p) YEEUIdS

b 1 éth°u9h e Commission: ¢hdséito.?seitﬁe9saﬁé‘33}'Vaiiaﬁié“3 oiid
, avoidéed cost SQ3's 100 S as_fory15014 gg§23011103530ﬂ
e p. 74)1cbhéfféde9a ré&uiiéﬁggt A? i ong o? ita%dgﬁd of f gy

| ongrghlgi quareé a- Btandardzratéofof ﬁrajéctsxwiththwaésigd szeu vd
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capacit low ts or less No that, ven;for;thege ao102u5
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utility for.an offerito:-be effectively madeyiand therdtadd inPERE?
absence 9frany,xegulatory. uncertainty affectihg-thatCoffer’a roprerd

could sign the ;USOl.and 'foym: the~dgresmsntiby aédeptingrirpnoieinsh

. Bven.if . D;89:02-065.did pkohibit:utilities fPoﬂrgeeﬁfﬁﬁ 8

i\fl; j

suspensiopl‘either while:the Commissionccons{derddrehah§s’s o mo
permanently, -the. Compigsionchas authority undér« Publi& uffite ig‘idh
Code Section 1708 ito nodify.prior:deéisiondjiprovided proper Hoi1dd
is given,, Applicants\havecrequested we' reconsiderpfand cheg{iE oo
applic§giqqsiﬁqre .adequate. notice that.we wére 'doiny o020 ndyhirss 1=
potential: counterparty;.to a USOlrafter:the date! of: ¥ffedtil Ve Tegint?
nQF}g§¥Qf‘Nhghapplica;ipns was on: construobiv%?hbtl&éﬂtﬂétgthe DENAB
Csmmission‘yas .congidering a: change ‘fiv polioy: . Sueh hindas! 1y Yd
regulatory policy are;hardly:.shockingrl theyloccﬁr Hitﬁlgi% week !+
regularity as the CSﬁHi§§18“) }%ﬁ%ﬁ'éﬁ?i%j%%l]gfézlgont nue to
mold, apply, and implement the changes affecting the electric

( f"_,Tl J b
fndustry. 11Althéugh rebuiiedry ind 3rt3£nﬁy)1s ungiegégnt to.

Arsrirae T 00 fonol) ond

unregulateéd entitids 1iké oRsy 1L 1747580782 11Fe" for bot

. Jrroffl iy afdelisvs
utilities}_thélf“éhéréholderé, and their“fétepaﬁ%iséq ﬁlgg?ugg any
P e LS T [SSE R Ol U ! [ i
experienced QF réﬁtesentaélve Klo#s this to be true, the
IE o 8 fQJj, ééjff[f e Y
Commission’s: éﬁthofit? o change, méd : Oor a to past policie

ase AV LaEl oo €A
is not-at .tH&lmer'dy “of “IHAIVIduAL st kéhoiders"expertise or
Lanie i L3F nrensueg Ol DitiAos

understaﬁdiﬁﬁfofffhiﬁff déméﬁ%élr’q
New Charleston does not claim that the applications'

appearance on the Commission's Daily Calendar is not effective

legal notice, or that New Charleston in fact did not receive notice

-of the pendéncy of the applications. (New Charleston filed protest *

to SDG&E’s application on January 12, 1996, and protest to

SCR’s application on Feébruary 2,p5q9§dui,;gdadd}§1 on, ;koinotice-on: 1)

the Commissjion!s,pPaily.Calendar,cwhichiisthazmeans by? Hidh11d§a1570
nmASe1or PR Pel it al

$e¢ i J"
by 4§ing”s §§?2e£§i33211gn SEOr<I.893672004/T650509- 0507 EnBHidaHTal o
a 3 ¥ A 2
Resource Plar ‘Updit&cprodéd IdiRd0% (TR PucIps 4 858 .95191Looap199,0;q

Certificate of Service; A.96-01- 014 Certificate of Service by
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Majl.).oThe, March 711996 ALJ: Yulingrconsolidatihg these . Jiznosps
applications.and. settingia»PHC.was> sexved! on the dexvice! 1ist-for!?
Is$9:0?7905/1€90-09;0$0:asfwellnasralliknbwnﬁbarbieﬁYihtthigﬁ bing
proceeding; i,e31-thoseilike.New Charleston:whd>had: filed pleadings
in one orimore-of thege:consolidated :décketsics (o lizerfiunny vordido

i1 «riLooking:to the purposelofiouriobjective:in:D.89t02L06571J
itiis:true:that-we soughtsto-adopt:asuniformisdl thaticould: be?hadéd
available,-as it~had:beenswith lit€lecontroversy>sinéal itiwag 240
first. approved. i {Di8950229¢57231 CPUC2d11577117,:£1nding SF>£ALE
4.), -The changes:at-/issue:inithat-decision: -wéreiintended to?{thprove
the administrabilitycoféithe, offérard simplify planniﬂgxfbr{JIIOIIq .
uytilitiesiand newrQPR$: ~(Ids) :The Uplanning”’réfexréd: torwagoo 1o
$p§qiﬁiq rin 'mature, .and-forgs o=zrdvirug 1owon & oved Jom ob Infd3 &40

fboth therutilitYlaﬁd for ‘othen .potential iQriod wisds nequ
projects. For example, a Standard Offer, LiQF nolenizsod

that has esseéntially ceased operation or' B

developme?t cnay. ne?ertheless;éontrigute torani

transmiss on bottleneck on the purchasing ..., snsusidtl

Utilicy'’s sys%gh badauss ‘fgallogatlon Lo aasiaiiin

:;rtransmission;capacithtorthat QF.} *Th1s ¢ould—-’Jf—-fi’-’*f»‘-""‘“”»‘'—“33’I

v~.. ..result 1n existing transm1 sion .gapac; ty, . R U TTIRY.

©137 Pg¥anding idlé, ‘Whiléd ‘neW QFs $1g g have to ﬁéﬁ) nEe

.for; addiblonalrcapa01ty i {IdLY, PYUll64)rot ity LADRLIHQH

R AR N O YRS e S0y proiltin ,oldalinva
THe  solutibh! wad! kebisids b Varlgﬁs'bro‘ﬁéf%ns invo v{h%L{1
B N R o v s hadzfideiss soo
- abandbhnaht® p¥ejedt’ deleisprldht” liestones’’ anJ'1ﬁEerconQ%f§Eo%
, g i
tariffs (Rule 21). The f1ndlng was not a reference to the p an%ing

of individual®ors’ “Erat! Haa' nbt”' e dlecuted! an hgreg;éﬁé? it was

cefy 7 B Eys S i bn ausic
to manadd’ the’! Eranbhie3idh ﬁects PRI RN bEandard Coffers, and

" the problems that arose from the’ facgothaé wh1iup%hese %%%?hé@%{ £y e
nfew fixed &b1i§3 g1§§§j£§‘ ?ffo?m, chéfﬁ%1iiéy,mué%dbianéjready to
accept the_QFisxp0weranu(Id:):oThetplanniﬂg«impact ‘onYétlier QFs
with formed agreements that "might havé to pay for-additional
(transmission]) capacity"” was the planning impact at’ issue.“,Th1s ......
1nEérpr8€%ti“”“f6ll$w§‘f9§$v§h§J?§8 gﬁaEiT”apqzﬁggi i?ﬁa?ﬁﬂvgraerL

transmission: Capa01tyt(addib1ona1ror.dtherwise) ?ﬁleﬁé 15 h563f1Y§€i
2¥3) SOOI 1 11003 H
31gned an agreemen€ fSﬂ“ﬁbdef“dgflbgl‘ésJéna Had aR"1RtéLcannectton .
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agreement. - The; intexconneation:tariff- {Rule® 21)\ réferiedigoverhed!
the, texms. by, which QFs .enter/into:inteitonnection dgreements™ahdidas
paid for:interconnection:nThe' project -developihent- iilestdhes’ witel
the. means by which{QFs: with: eignéd -agreements;oméeting: cextain oo
other requirements, established theiri priority €6 Available> cno ni
transmigssion. capacityirelative toslatercsigning>QFgiiAt-the time,
there .was' no-broid right:ofitransmissiontac¢céess;: and'PURPAéntitléd
QFs to:be; intercopnecteditorutilitfes!itransmissidnisystemsicdnitovs
Without agreeing.torberatQF; and meetzthesqualifying. standards 'ofl?
QFs,~there was-no.right.ofointerconnéatién-or-ability. tolseqiive 4 -
priorityiforghranstSQIOﬁqm?a Therefdre, :D.89=024065in " nérwapsn o3
reflects.a-policy=that "gsought [to protedtithe planning acvivitiédiof
OFs that do not have a power purchase agreémént, .oruninwisély irdliéd
upon their belief rand; interpretation 6ffunassailab1y rigid

a0 biasbhnsid n ofaarxs 109 .2 ,.:'?L(_)
Commission péflcyko oitetago beaops> yviistsaoana e rrﬁj
Because we mustradhresé the-formationiof vafioﬁs

3L AF L& "r"

different categorieéFéf Qgg fo détérm{hé'wheEher the Joint
Recommendation is con31stent with this regulatory lawjnlt is
important to reviéW thé‘é&io? decieions‘éhoégfﬁg’§>g%aqdard offer
approach. The requirement that standard of fer.one’ iBe: made

avallable, without an active offer on, the part of . the utility, was|;

JgJivIioVilE BIIOF2IVO L] TOT e AViyy
one established as 4 matter of evolving. Comniasion, policy,in.the s -
eé?ixz}?gq:ilrd saetalat £ oJon 2avw rwnihbnil odr IS ofpsl) ESSIETY)

cu 9 1021109, a pro ceedin ,dnvestigating, PGSRIs; resource: 1o

plans ang13}5§ﬁ??gryse! §§§£§ipre ged_gor guidelines ghal;‘,tggrngj ol

.utillty would be required to follo z}H ot smotn dedd oroldotyg add

avein 2 ) chj P-¥s 5 BN Y]

h . uts s Whe ‘; O‘ Q(f] )z-!-',- v 1
?"”iéﬁié ula?f;e 205 PEENST FhE 1R3R198 pontn e

ol "“"ithé Comm1ss

=0 rep¥icing;policy-bheéappliedior{tol anndunce prité? ol Jqoods

[si0idibbs 10Y yea o3 osverd sdpia” dedd =203ns7091p6 bormrol riiw

—_oidP _.spagi 15 Jﬁbq‘ﬁ Enrnne;qdadJ 26w gjifsqéi Ene;aeir?nbe]
9 Tran§m1591 n accgss hasg chang stantially n ) B,J

it isTfidw Enﬁirply po§§1b1ejtb Vg t%gﬁshiégiﬁn aégesguéi o r@ﬂgnz

comnitting tQ QR:status: orvhavingcaﬁyfagreémeht\wlthftheHOICPI“’HGI'

1nterconnectin .ukilit oncernin Cc es -
TSEEREREEE R ¢ 11 16 % Y ;HGC%OIJ‘Q poE %< U%ﬁ Stiensosps ns bonpla

- 27 .-3¢5 -

A.95-11-057 et al. COM/ﬁWF/col/jadiﬂﬂ\%wﬂ\ﬂﬁn Is ie YO0 L-20.A




A.95-11-057 et al, COH/DWF/colljacfn-\ AN ASSES TN 6 SN E

dﬁlipeg,thahqmay .be £follawed by, the utility.
t rcise. of managerial: disgretion.:iThe:
latter is consistent with the tradition under
vhich: this Cpmmiss on.pperates,*i.e., allowing:
or disallowing u& ity. xpenditures, not . . . aqort i
vairecting anagement ! LAECSYA{HYLY tHe 1T Iobive oven ddi
e Commigsion adopts that: approach.in this caseyy afdeniliaye
(0.911 9 (1979 CPUCZd 1, 13"1

o d1 Laad N RV ITHAR (o DE sr f“’1[UI) Lj siroved

thyough.. negqtiations,ﬂwithgu;aany gui@elinessffr 2 s 107161915800

Iogw i e a-snegotiated.price might, prpyideWSome oejquleu: aef
ngs to the utilit and, the ratepayer i (o1 Lednn
biion SRSEL LR e SeSbH SEALE pOETEIo e BIE A1fde i tdnn
aygues. thatqib}wou;d,engourage 1e88r§henfthe1 oit3naln Yo .
econom cally optimal. amguntiqf coge iratigg n,
Birio EHE-16n §‘3rﬂn“I iE’is rgded that®rél{dnde o ©
- ~;negotiatigng is un;enable -due; tOJthe)m9nopsonY1T713) RIS
poslition of the utilitY in_the cogeneratpg - o
marke€L i iapadif1641197 the tiei 1ty 182 EREP BoY &0 IR T Ha0 QU

ced+ 17 hebuyer for; cogenerated-power. and.utherefore? ‘Eo -0f-ce.q).
exercises ungue price_control. This coqg ol 1 iniosh
o b neroncgiufficiént to‘kéep*écdﬁomicaiiy'jﬁstifi e~ B e

o0 vniigogeneration-fromi being.developed. , insqofsveb 0 otondig

“This ‘mdi k&t "dohdi € Lol Vo f “HonbpEony  BEgiifradds i trva 2o "3
Footrinbh that ;8pecific Commlssion aation:be takens()ust) RS S TR
‘ s it is requ1red in the monopoly mark etL i a1tn
2 méfé Mméarly approximate EH& pricd/quinti Q’*‘ S
frerbarr iz Solution (of .a competitive marketfandsie® d?c basniconas
therefore, to further Ehe .public interzgt.k . 51
simulate a market solutién, prié&-guidelinés:- -b1) =R
need .to bhe established .so ithat the utility can7
make a publig, Qffering to.buy;ctogeneratéd =:iasw
elecbrlc1tyf\both firm;and nonfirm;atoziwviadlio
published prices. (. v .pird priichil (€¢I Us

y,.‘.Con51derat10n,ofLLhe cogengratorlsndostSf)as111d> aidr
: in negotiat1ons, only serves to pla onilabis
yont N4 gbdenBrato¥ at ‘d disadValitage’’ 1n’6bta1H{H fe senilebiup
i fnaccephable,pr;ce :angd. to,.delay (action:.on [ fdj Jon \210ids}
projects. The nominal amounts of cogenération
online, the the face of much larger potential,

g3 woil 0 notdnofler paiteowsiai ne ei sloup aidt 0L
noteuicenetd ead worn fgolidsicasvos  :hopneidd and Yodaubnt
catsyod yaoss ol 9[53910%& 3 [i=sa ngd bns
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attests, «iny pa¥r@;itg ‘the ‘ihadequicy’ 35‘b&%016ﬁb

negotiation attdmpts.(or{Id.} at 147 BERH
taban aotbiibsd o) fdriv dro e LGu) a2t 103l

The': Commission shifted- thisﬁPositiohf? b*lbngér satisfied
ot ly § it ({.L) Ennt
with mere guidelinqs, afggg qu}ppfﬁg, Lroager xul 9making
applicable toall unilitiesh 2 OIR: 2ibégan with aﬁstropg intent
{.£F f h\,U11 h L Very egfield
favoring guidelines: ”In acco¥dance wit hese rules, the

Comini ssion: has. tonolided” that* &l ruletnaking! toéstablighies i=::00 il

cogeneration and small: poweroproduction’ pri&ing’ guidel{nes shsurals

be instituted.¥ 3401Rf TIp. %3}); Itt?§?erédiéirﬁ}emak§ng for
ys sl i v oify 03 apn
"establishiﬁé’%* @ QJ‘ ye%ninég e pilges,ﬁtermggjqn Lconditions

of electric utilityipurchéses“ffrom7QF81?3(Oin?}J “‘30)5
A% iﬁiégﬁ%i bea.dehéﬂg .ﬁiS§iqnq?njp, v“;B‘Oag found

Ii‘J
that generic¢ipolicy: quéétiénsfﬂwéiféQOIVe ih this’dédisidn" were
Jsxgn arf3 n Yé Iu Jnﬂ io noxax?cq
approprlate%ybadd f? ?Ht;SY é lary;hearings., inaq

(D.82-10-103, 8= cvnezdfzo D29, )SfOﬂe‘éffth iééué 1r&s81ved in that
1Q1d S QoD I

decision was whéqh T, Ehg[p€g§que,“!,3é§ndqrd ;¥ates. wegg ‘enough to
promote QF development, or whetherratandard 'of fér¥s (insliiding those

for as- ava11ab1efg?paq1ty and .energy), -would_in addition he
required. (Idv;‘ab*119, Ordering Pata:rz r* The'Céﬁﬁi§éion decided,

QPECTE (\J f LLifido L

after con81de?ing!"th ngéﬁge aqd ex;ent2~o mutqal oblggat1ons

‘un Rty
associated with "standard raﬁgs"‘hthab ;thé result‘1sithF standard
1) 33 U 51 /¥ O ‘r’f\l"'""
offer.” (1d7), Lt §g,gﬁﬁh5é{‘ Saded f,aJin‘ o e oanliin
The aboﬁe offefs sha11<be60me effeét1vé‘tWob3““
weeks after:the date<of filing, unleds'tl 6 orn
otherwise “suspendeéd by (the Commission i (Id"[“
at 199, Ordering Para. 3.) cennliq bodnldug

" This shift :from .priox. pollcy;iwhlch"eSpoused £y hilogbphy of

=) 3N > ‘I.,(I)[ 51 Ioparn i
guidelines ang nAfsadiiaf! i fekekion, i jras Contribited £o by many

factors, not the leastuof:whiuh ﬂaS‘ratemakihgitfehtﬁént’and a
(ol deranapos 3o ednuors [ealion oAl 2309014
JIsidandegq epysl doun 1o sosi ol 9ﬁj ﬁq;luo

10 This quote is an interesting reflection on how much the
industry has changed: cogeneration now has transmission access
and can sell at wholesale to many buyers.
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desiyre, foricertainty with respecte to’the‘Yeahonabl%ﬁgsé‘Bf’%ﬁ”T“OD
utilityssiresulting: revente ireguirementsizo:(Iady, o pp o394t 3 ey
this history:démonstrates: that: therdetision’ to» implemsntbtadaarary
rates). whichyarefonly!required for: projects 4t ox under' 100° ky;,oeib
through® standard: of fers: applicable: to! project’bvekr 1001 kit was uin
entirely withinithisiCommisdsion!s”digcrétion; and:decided az’ 4tftdv
matterJoprolicyx &Y szcdd 10 nobisnilibos has wwollsteblisnoenst 10}
. Abriefireview of theimany QF:policyrdéecislons wathale oD
issued overithe years:is-sufficient~illustrationh ofithd natlreidfd
change in¢thissCommidsién’s QP=poliéiés: nAlthéudh \i'éfi'>fde£féd-’I:héd~1
availability of thé standard offers "unless otherwise&éuﬁpéh&éd?“ag :
we haye-on several prévious o¢cadionardonec8o,o1(D¥843107098;
D.84c12£027/ -D;85-01:040D.85:02069;-Di85L04L0757-D7862d3-1697)13
And we, have:rdonacsd .withoutievidentiary hedringdsorcsedtidardisffers
signed by :QFs but- notrutilitiés béfore-the ‘date of 6fé of S€h80-23.U
decisions suspending:thé offeriwerse SffersitherCommiasioneine 90105
D.85-04-075 chose ito:honor#. 1! Yo nriznasazua <ifd o) oph | iads tird

iqg?E;r1=In sugpendlng [interim):. Stangard OfféY 4 cinnofuata 0D ol

. 35 4-075, the Commigsio red its .y 1p (16 npin of
o 2o SrmTeheht o' alkeg that“bffegpgn a prospéctive

o Lrobagis jonly s By -thdt:'order,t the iCommisgion & < baapia bus
%ntqugd that Lhe, .suspension. woulq, applyiqp}ynr bajiacgab
“1 o' thodd’ qualifyihg’ facilities who had not .
fonugn o signed: an’interlm ﬁtandard 0568314 ‘agreementy e'aoiasliims
before4§ X 17,,the effective date of; ,,ni4af 0 388  PaS

D' 85“04 075} 6 85- bG §63' 18" cpuczd’ aé 282,) . )
flndlng no. 6.) swoled iﬁﬁJIH} enocrinrldin

=L R LI Ty S Eg Fo 2 51 avesis oy 1o hoari
In makiﬂa‘&hié’ﬂééfbioB Itﬁ Co&misglan had cons é%e the, a7 uP
bng yii Pupt..

of? ﬁéméﬁlr‘”’ééﬁé&ity At 155%e” (1?'%PUC53 dﬂj‘hhio nd né n

o

20070 2 = (a7l 2 q 3 (9] “f fSVOI £

the 1iké1ihdod? ﬁhat”%lliQF offéfggﬂéulﬁ dF%eiopjgéj 1he}e dgcgjgﬁzzb
Sy 2 LY { i1 i Y > al D6 “

ut1lity‘fé§er3é’ﬁa§§iﬁ% 1Hah il &ido nos, 1 . the natural ??Iaf

- r} J \' ;
ratéd’aldvete I tVAT 1 3m3ni‘w1thd hejgﬁ%peﬁrédJoﬁger payment

provisions (id., finding nos. 17-21), and the consequences for
ratepayers of "paying too great a price" for QF electricity (id.,
findinginov22) b ‘Hence*allithe théncduridntcaireimdtarncésgviosd | I

- Lwoled qujxui
affecting the quantity and prlce of QF power affected the
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Commigsion’sa deoision: to,honor{contracta’eiﬁned by’ QFs;” but! notiueh
uti})ities,. priox;to a,chosen' date.ti;Had -the: ‘factuall olrcumstancesW
varied,; the; Commigsion would: ﬂaVQ_had’it!equallvaithin;ité.ld atbds
discretion to.decide the.oppositei;) Consequently;>New: Charleston'is
simply..incorrect -in-its.assertionsthat: prior:detisions require théd?
utilities to,continue executing:USOL!s: after:theidatetthey applida>

for reconsideration and modification of those offerg;ibrithattthéds
Commigsion ig.legally required to-apply modificatidns:dnia
prospective basis, long:afterreasonable commercial réliance Lpoazi
the;avai}abi;ity of:therunmodified:-ysol could-bé fadtuallyai opasdo
established;n saiwindto zzolnu® a¥adic birbnnia ou1 1o yitltdeiinve .
gkOFurtherm¢re,rHew.Charleéton s position is more sinilay to
th%tzgi-theanon standard:;agreementscthatchadibeen-négot{atédStord.d
completion;bul .were: based -upqn-suspended ‘standard-offetssveInsw bna
D.85-06:163, the Commigsion _consideredithé istatus ofnonsstandardi=
agreements, based. upon: suspended standard offersthat:QFs had cdigned
but that, due to the suspension of the offer;,-utilities hiad rHsét #8.4
The Commission for these agreements: also:chose to direct: utilities
to sign all ofrthe shsﬁéﬁ&éd offeré’"whigp“u%fe_pfoperly ‘completed

1 3 1 {2130

and signed by:;Iqualifyingrfacilityxand personallywde11Veked or
deposited in‘thé mailitd thé’ dtillt bef&&e Eh é {’I}f the

Jldll JE Cliw BSE
Commission's degision; suspend?ng the offer r(D 85+ 06»163,}18 CpucCad
a3y 14 aQfO, t el
264, 284, Ordgfinq“?afgkl})) We dlSCUSS sych kgqﬁ% fnq§r@

‘( Lol

situations further below. {.3 .o pafbiil

sed on the above review of our 1li ncegnin =
Bogabianon bt foraein, ;fnsfpo ?y4§%- e:a: g h”“ il

J .
’aval},abi},}tm nd, formation °€>§t?“dard~§?f§?ri', ¥5: 520 5o051nge that.,

approval of 3t01163§2t R gggggg?ggqop is C°n3i9t?n§ﬁﬁ}tngﬁuﬁf$§Y1 al

def?.i,tg., ':,’}?ﬂ?ac%,that thf date 3&9}3? decision. is well after iy

April 16, 1996, the date the Joint Recommendation, would, RSTINLth s
10l sesuaupcancd o3 bne (Ix~\_ .o priboiY (L bi) 2irolaivoiq
.b1) ydioiwdoals dQ 10} Yonitg £ I607p COI pirtyeg" 10 e1oYEq3IBL
11 . Factu 1*matterexspe0itiqft :New CHarléstonca¥e difGussedpnibnil

further be MY hodoslas towoa 40 Yo soitq bue yviidasup o3 puisosids
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appligahility, 0f hewishortened! térmsiir. Herd we' to? Agred with’ New'o?
Charleston {as.we.do riot)y thatino rétroattivity iallegal1ynor Y2iid
permigsible,-we:would have-toirejéct or modify’tha>Joine>! terfso 1
Recommendation to limit its:sscopeitd 1USOLis> férmedlatldritodapyor™
Instead, we agrec with the majority of active and expériipart{dsSih
thege (dookets thatitheishortér-tefm can bermide applicableé for *Orb
that entered-into négotiatisns rfdriorcdidgnéddranditendsréd a
Standard .Offer(One ‘of Three)raftériApril 16,51998C (IRl oV ifior
We -note,.-consistent .with four ’analysiy ‘6f rpast policy~ de&isiéds, » 5
that: this .conclusion :does ot depéndiupon the "exiS6Eh6E 6L rERe > ()
Joint, RecommeéndationaioiWere :it othervWise; durp6l1isy éfri'cl“_'li‘n"e'r i{*f SUE
regulatory.ilaw: concérning formation of-‘standdid ‘Of fars e radeHor{se
would, be untenably. contindent upon consénsiss Iticie fe©? f-‘“’j SRS
3.1.4 1Is The Settlement (In The:Publid Interést? iJu =213 o3 Lien ol
. Ke-conclude' that:the» Joint Recohmerndatio s iif the’ItliIu
public: interesti»: For périods-after!Jarudry"1i3 1998,74t ‘sBhortens
the USOL to.a’ time;frame: much® cloge¥! to ithe!velavaht! priding peridy’
of hourly,;:rather: than-a>thirty. year time>frame: vAlsd, bedause*ws ™
will-move.quickly to:addressravoided costarealenlatisnissuds aha od
other preferences-assoéiated:with?the contihtation’ofiusoL O Ldo Wil
ensure that ratepayers; and!competitorsj-doindt pay-teo”highvayw 191
price for-theicontinued-avdilability:of ithaiuso1yo?Tthe gsiae ruroidd
Recommendation, by providingithe=Comiisasionlatitudaito’adeiqd? oov
Phase (11, matters-fduringcdnd-af€ert résolution°df Phage=™I {[JRITIUILRS
p. -8),respects thé flexibility: needéd!tevresslvaltha sémaining saa”
‘issues <in -thig .proceeding idoncerningzifdividdal 'or=sd1isncey VEy* o7
addressing:these :rémaining issuesrwe 7ar& abl&é toYéohélidé Ehadn§o=d

public harm will coccur:by :approving ‘the iJoint fREGSAAeAdaELER Il

that it -is -therefore sufficiently ‘congruent withthe ‘PuplioIsniniis

interest to approve.iso} nosd avard asnewsdius eaadd gedls ebulonco bns,
- By-approving the Jo'iht Recommendation we are not

modifying our Restructuring Pecisions concerning CTC. Payments to .

QFs eéntering into new standard of feds hftey II)<'a'c':’<a”m.‘t)"éi"-‘”20‘,"‘7159?55‘?‘?2?1'11_I
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contipue, to be, deemed. yeasonable; tbuthmayinot:be>indludédl idrcrbiit
they gengrate,abovermarket:costs andimdy nét-becincluded in’lratesio
if other legal.xestrigtions on raté.inoreases dd not-perm{dirataind
recqu;ymin‘;hgayggrg;begpaymentjieimadefji At f o3 aoibdrbae conad
;;giphase IX. I8sues (s svidos 2o yiricoisa i dliw 2o 6 oW Jong denld
'3,2.1..Contract Pormations i From- Date=0f<NobiceJTo Aprils16pL1996:1
A Figst,ggupcesaful rfoxmation: OfianSOI‘u has ibéen o tiio Ihdd
achieved byiany: QEcthatst (1) cfullylexdcuted (a) ra<UsOLI(£il1 iy 71N
at a minimum.nameplate.capa¢ity/:specificclocation and mame)yicsy o4
(b) a.non-standard ;agreement-based:uponUSOl<and riegotiated with'siiJ
the utility;to successful conclusion, aSrevidenced byrdOﬂUmeﬂtaEiﬁﬂ .
indicating . thquggilicx.auassent»and ‘a meéting (of:the minds on'thes:
terms and conditions, and-(2):personally.delivered: of.:deposiveéd i+
the mail to the utility,thab _agreementipriori to-the’datethe’.  b.[.£&
utility’s; application ifirst, appeared,oniour.DailysCalendar.
s 11o.A8 for QFs: that: did. not: complete: the actions: above'in‘f“‘“
time,-but had(ﬁully executeﬂ avUSOl and!personally de11veréd'%rd cil 3

decline tq shorgen the tgrm,,as we;olearly could:} We exercisé out"

Fragh- i Sy

that "9“395P3u99u§§q 59 1§t9p§Y618§an:other cOmpetitOrs ig}J SGa00
through other policy(degisions-addréssedihere;-fully mitigated, =oixqg
Were this. not,thé;case,iweswould also.ishorténvthe term-of sthega oo0d
agreements as,well because:i:- (1) FBRQiregulationstdornot ireqiire&=si?

"specified.texmsg? forjas-available-rates i (2)2i€ is not:reasonable -4
- to r%iy on an;Qffercthat;one:hasrconstructive jdr:actual inotide thagvis
been, or is argued by.the (counter-party:té be iwithdrawnp:i:Becausethbs
the; preferquggiggggg;agggLxu;h‘tQ¢5egag;gements‘areJﬁeihgasd of Fdug

ellml“ate@ubﬁLﬁbiﬁjdﬁgiﬁiqnfmﬂg;neeQJnotﬁshéften:thése%a@teehehfsﬂﬂij
and conclude that these agreements have been formed., sgas o3 Jes1aini
Joi o1 ow noijebasssoosof Jiriol add privorgags Y8

ol BjﬁﬁmYﬁq JOTD palniesiod. enoieiosd pnisviourized Tuo priylibon

12; { SO03/8 arg,similarly situatedsire bisbasie won olnk priioins 2410
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tf:w bon ABfOX QFg thatjarernotidescribedrinsthe prior twotiisicgo
paragraphs, but had begun negotiationg:based-upor :the1USO1 pridritod
April 26, ;1996, waisimilarly-decline-tosshorten thestermiof those
agreements, ,as. we gould,ysozlong as:theiQF:s (1) fiegotiated withseo
the utility. to,successful conclusion,as evidénced-by.documentation
indicating. theiutllitY{S;assenb;andra -vieeting of-thé: minds on-theds
terms ;and.gonditions/s jand (2) i personally delivéredior. depdsitedins
the mail, to:the utility that; agieement: prior ito Aprilrl6;1996 wiiKe
similarly. conolude, fox the isame readonssinithe;paragraphcabovejpsea
that these¢ agreements have -been succeggfully:formedawog od?y .bibsal
1c>&ll¢QFQ,desiringLFQJiorm_USQljagreqments;xorynén =gtandard -
agreements based jon ,USO1,.:that are not.-described-in thisgisection of
the decision aboyef\ﬁregsubjeqb~t0fthe1§hdrter:sixfyeaﬁltenninﬁq;ﬂv
3,2:2 ., Elimipating :Reliance Upon. Preferences; ,£30-SI1-80.() spisdnxs
;nffR%l$}1Y?1Tp.ﬁ}} %?PHS?iCOm 'tit{on dibsuh bool salaya Isjbj
sva oeAs: disgussed)above,ithis Commissiontsiprior efforts: to Y&
address .QF. standard: of fer{ subsoription: without:sconnecting:price’ anad’
quantity shattered on a series of suspension decisions in whidh?the!

ratepayer cos;s of §;andard;o£fer$;available in unllmited’

a!%%éﬂQ;f!Q@ 98§8§;n93QEjggntracts va11dgte>the.dangér of refusingnb
to ,}@??{9 from paBt-:!ﬂiBtﬁkeSi rotfaaite tecdond ol bna spandoxs towog
ﬁwqﬁég He.therefore reiterate.that-theipolicy-andipricing <noa yd
affecting, A8 available -USO1agreerients . is- sﬁbjectjtéxcbntihuedi FoLd
regulatory and legislative change. We require that each utility
‘provide any party seeking a copy of its USOl1 with a copy of this
decision, which will eliminate reliance on inaccurate verbal -
statemérits 'OF writtéd Spinions ‘?{.-ghgfw ’cE:E ‘fxiil&g inhe xj\“jfgni?{; i ,“,
changeability of USOl1l prices or the manner in which such purchases
will be ac%Fpted b{;the P%“?F exchange. FERC regulations provide p,

13 fd bBoi 9D IU0ED L fISHAW B Sl iTe 3

thqttgs 9x§;lab1e Ql powex@jsgtoAbe(paidfataavoidedxcostsgeh?J Jamm®
. 12 m%eb AEAEWT £ F risgtaya
dete”i‘mnffedﬁ é:t?ft-;h& tillgnﬁrlé')fnrde\gj ‘su’uoé::ﬁﬂo.t BLALS ':L)sl'qs?le en )f Yorp LEp-
unstable determina ion over(bhe:pextJ81X'yeafB partichlarl? onde?Uﬂ
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operations under alirestructuredreléetriéity thdrkét bediAd and will
continue on:intditheiforesedablet fatureyn nupod brd Jud (adgsioning
seelt YeWersee-rio redson»toinhidé-thevbalii with redp8ét €4 €haat-
currently expected 16w avoidedicostsnlikely. hfter Jandarytiit1§eg)pr
ox;isuggest-that wé:willido anythidgréther Chdncase'darKet pLids's €d
the.’extenticonsigtent t!itih":l:heBléwﬂin‘l‘éétt}iﬁg‘;‘;’éﬁéidé‘d ~dostd tFSr bt
enérgy -and :.‘capaoity.-l,a:!fi IThe\dribundling ‘8¢ &n6illary ‘dérvicéss1ike T
spinning rand indn=spinning iresexrve wil) provides idewnarKet-badéd ot
meagsures ofctheivaluerof rdapacity .t :During hours of tifinitium f1elinia
load“, the power exchanded Will:oftenhave Wd bid ‘froufrany ods 3043
genérator :dispatched ‘by.:the péWaY rexcharige/i’and ‘the Value' of
capacity.:may. be zerdsd Thiglresults becdalise ABea1vaistYributish oo s
companies :will not’ be ‘biddihg 'Irll‘sthtakéﬁi*ré's'ou"rd’es SHES e’ Powdy o7
exchange (D.95-12-063, p»:86)»Tand! such! resour'ces wWill: ‘bé"fno"i‘e ‘than
total system load during- son?el Ii{nje {102 BRA™ Oaas est:i‘?nlélt%%utrhat this -~
may .occur,»> taking inte -accountionly. ékist‘inéf QF:tontraetst as "must
take". resources,- as muth: 48" "6ne> third of- the> hours i ah® atimualosbbs
Pe,l-,iQdaif:--’ b mantaiosh noinasgaoe 1o mnotbion 5 0o boxaxddaede wItdncup
Even® dut—1nglhoui’s> thats thersyatemis >i’1’0t3 inta3tatevdfrine
minimum:load,:the difference>bdtween:thé tharkétélaaring cudtdhdgsip -
demand:bid at the:levellofigenératiéntdispat¢hedby>the inddpefdsdhts
power exchange and the highest supplier bid”dispatéhéed,isleRpécfed
by some to:bé:frequently,qif:inotrdlwaysjc2érs.otThis*¥éslilt occurs
from the flexibility:ofd decrémental:-demand"bidsf ’éxpreésingt‘f”wgn‘
yI3t (i) doro dedd ortupos ol copiedo ovitnfelpol brs yrodsloapsy
nifd 1o yvgoo o diiw (080 u)i o yqod 5 paidssa yieg Y5 shivoigs
Erdiav QJBTUD)BHI 0 oonpiior odonninilo [[iv doldw- (noieisab

13, rranaitions to market.prises.are experked fo ba.consistentossiy

with the 14W)"idd Pli ‘Code’s

nouedosug douz dotde ni sonnem o) 1o usdiiq LOAY 1o yIifidropnsdn

T 3 ._){ b | 3 \)d IIIS‘?
14 SMIATRUR 1A 6 ESTr & A en )géﬁ{{"é(gs ‘Fetihed hgd S cm:)')ras
"must -take" :xresoufcés chave' fafcombéne;i out;pubrih‘ X e5siof- e l:ot:*é{l“Ij
system load. The Commission ha fined Jimugt take e' ;.;es_gyz;g:eg,as 19b
”all grand‘"fathé‘l.‘ed mrélﬁe 1bﬁ”'<§:‘on%ra}gtg, Mineluding QF's, an ~ .
nuclear, fa0111t1es.«'q (D +95~12+4063 5:p ~135 [)3ve rxourrunssnb asldsdany
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intexy u)?.‘?.#h%ﬁ ycustomerg willingnesstocpercirtailedabdve a

particular clgaring -price.sAtsupplier bid thatris higheY thsh this

clearing price will ot .olear the, market, and . the AiffeYeiide arowni

be‘ti*.,ele_n; the demand bid and.last olearing. supplier: bid ‘conld B voiy

frequeptly if not .always, zero.s This comports with:the Comiissionh
view of tl“i poyer exchange's,developmentts s "Over time, &sfs bohioob
transitjon; costs.are,eliminateds and: excess ‘capacity: dimirishen{ ths
clearing.price for;the. electrioity,commodity:willlgradually kéer1eet
a value for capacity.y;i:(D(95-121063,vp.c541) A% ciner hétd ot fdw!O
reBOIV?)4?9&9599F3519n;95 new,pricing methodologiesioiwéds itadqi=y

merely to emphagize,thatyreliance-upohaparticular priceardanfidtvyas .

baéed-r—}‘,BoB‘::Rﬁét?noEl)Qutldélted;;pOlicies;ru".y ode1 ©F bpldldns 016 o oo
g m;i}-;h He will endeavor;:to theiextentrconsisténtnithictns1aws?
to encourage ukilities to meetiallzthérconditions necdssdidry for us
to find gs-ayailable shorti-run avoided-costsrarené were rthan EHES™
£

hourly market .price réVealed by.the ipower exchanige ad:goon ‘as obiss

RURE IV A1 0 Sy ea A _ -
possible., ;;Therefore,; QFs enteringinto USOl!s do:sé ‘with<the [fr 10

knowledge that, they, cannot .reasonably fexpect ‘above-markelt Prides'sdI

for either, their energy or;capacity:to:persistuforilong, 4fiat 11!
No prefergnce for QF. power; juatifies: payment:above1levels arrived =
at by:all; source, bidding,s.as: such above-market!pricts: Would vio1aty’
PURPA's standard:of, ratepayer -indifferenceirnuasl oroted L bBodijon

- . ' . or PP ~ e et dnYaal =i
s dioooon o8 ood ywollog ol »gasad 2rid dooidys aW SApniidseeqo Bt

; i Pl oas piibasnoag ol i ososrlg daoriod Ylasy
i"‘:i}j{‘}}jl]—: "{l"'{.{f".’-'{'i [N I APt Y 51 B2 PR @ A | aifnl i sansrng o ) > ig

i i3 219130 Wwort oos =3 vigys of yino
betudopgdess & odsh o of sorltg (a1allo won consfd o3 wigas ol Y

, . ] ‘I_m(;:jr,* oo g Jdaxies
15 Note that, were.above-market avoided costs permltée to grow
through the addition of new USO1's, and be added to the CTC, that
unfair competition would result because the transition costs would
never be eliminated. Savvy competitors would sign a USO1 if_they_. .
could meet the qualifications for QFsporecdup-theétpréapacit9tadsts !
through abovesmarkét,avoided:costs, sleavingcallvothen gansratols® t5>
recover theéir fived costs from a direct access cUSESHEE GFI§29L 3997
clearing price that only réflects ernergy. - Over time, these . = "
distortions in:the market wouldcrenderclécal!distribubionoddapihidyd

-

'y

a "deep Pockél, s -harming those customers ileast <1ikaly /t's Pufsite 920103

other "Sptions: ful.l:;s,qxcvicé custome¥s ns1olad bortol beoxosb od blvorde

- 36 - Ve -
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;. <In:th¢ .nmeantime < (prior:tc11998) ¥ & Po1i6y ardullelt We 1ol
‘have ,previdusly. consideréd but: Hotiraddpted "¢ ripe fod© 1nlnridang
feconsi_d_e;fat;ign & -Utilities have: previously sugdested thit ‘Eh}é&fgjy he
provided by.a iQF on.an:as-available basid dods ‘hdt!aYIow Al U3 Y1EY
to avoid any capatity costsi > (D.:82-01%103, supYa,’at b\ ‘454wl
decided that issue as a' matter:of policy dn11982) Hpdlity! 10 wotv
influenced by: an; overriding desire: tor éncburage>the® ¥l 1837 nustt
ppgg}b}e{gfﬁieieptideveloﬁment'ﬁoprFéTJOWid.%“ét‘%b.)”jTHéQBSEiE{D
of .this ,positioniis thattas-available-23pibity ¢anndisbeiaduntéay »
uponto meet réserve-requirementsdripeak loadsiIsthis®psricpyicas
argument bas.somg meritiin-todayls=changing?e{tcunstadods, odnd/ 147 -
one we are entitled to make in.éxémiﬁiﬁgﬁéhé§ﬁUfuﬁ°a96idéa°889998Bd
cq;gglg§;0n:metthOIOgycandnsetbiﬁﬁfpﬁiceéfaﬁ5EHé EI&E»§E€§¢};very.’
v 10t yrItzisca commonlycunderstdod fastcincehd H{ddis€ry ERAE thd
Western markets have-excess:capadity in?tﬁéfﬁéafffsfﬁidftgfmf”“ﬁiéﬂ
‘renders,the.value.of wore capacity .veryildw:A% s guditerly F&podes' o
of all.the IOU's purchasing activity over short ‘E&RMs “fhidtcdtsy 2e0
that capacity -is rarely priced-above iZero.)<~iHe thé¥efoye' ! oubiivond
reconsjder, Qn.our.own:motionp our: prioys polisy ‘décigish' thut! the'o?
as-ayailable .value, ofi.capacity; be> higher’ thairzé¥d ‘fok UsO17H (8t ¢
S03!s); forped: afterqthe . date -these applicationd wete dffaeeiliyl 79
noticed and before January-1;91998'i(or wheh!the! rEStYUCtETEd harkat! -
is operating). We éubject_this change in policy to a comment and
reply comment phase in this proceeding, as it is a policy intended
only to apply to these new offers, prior to the date a restructured
‘ mar.’f?%,if;offf??:%?gq 1::';:03 hebiovs 1odien-ovelds stsw Jedd ojord E“[ i
TS 5 ol 04 bobbr sd bis 21080 woa lo fol Jipbn o apro _“jj
: r“jr—,oo srotdteipitd sid aszusosd 3lunst biuow pofdLdsgrion ‘“Fj]””
Y el s nuie blucw sxodildsgiod Yvvsd :be::amsu Ie; od usvan
16 ;. Recent outages-experienceds=in thé Westérnlrddisi RaVe A6t P>
caused by ,anypinadequddiegrin:the amount FoficapadityravaiTap1&E G113
meet reserve margingpe sneons ioouibh 5 moul sizov DOXI 1§?n3 19?0341
spefdS ,omid 1ov0 _-YETﬁﬂQ,3399L§91_¥5?9_35%2 02L1q 22£159§g
17,; USOLIs and S03 ‘¢ isidned by (QFs “béfore’ thé 'dat& of Mot {ée b 2!

these applications adre not ithe «"newt-offers weé réfék 'to i}fé‘féf_é‘rfd‘g‘; T
should be deemed formed before:those motide ‘datesd iV} :18r013g0 xodlo
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=oo: Bechuse' ithe! tohsequeiide 'O any’ hboVarimarket  HOME Ty 82t
avoidedi ¢osts ‘afters the rastyudtured market! $s Sperititiy ‘hha 3 FoL™
QF contracts formed befote December’ 20 199571 15 & Tatd bkt thit
contribites!to: CTC;# we Wish’to emphaside thatineithibt oui” pb1isy #°

decisionior:thelaw: requitds thatswa’expand: bhe> bebpb oF Gonetatidh |

resources’21igible! foF CTC) retdvery’ bolincitdd ab1igat 16his AN
after,Decémber>20th:usCTC 181a marketdentry Tbhrkldk €3!hawivtr:ib
genérators of>alletypes)inot1iddt OFaf Sndiitzwiil havar pant birow
completéd 1finewlsourcedsE CTC aré-eohtinuallylaaabass wd? 10 o36b
anticipatesthatcutilitiésreillfbedk chaiges {ncthe’1dw vd 2811408
their-shareholders Sf-tHé1aquéereiéreatédbyifiea’grédntradta L Rd” -
are‘éxcludedWEfod CTC:bat tﬂét?ﬁay‘§éﬁé§3t§‘&6§E§2a360e7ﬁa§28'?“Ioj
Consistent ‘with!dir di83é)ssicnabovep payméRes haddéo>dtandard
offer (h6lders:will: bétdeemdd i¥éasddablep eventif “"EREY Sde R HLLICO
eligible for<CTC.! They mdy b& éxcludéd “from ratdstSalytifsensy 4
legal irestrictions on ratérindreased “reénddy reE6Very inaval fabrg  ih
the year the 'electricity was delivéred ‘and pdid £8ril® r yoh-ofdoy
standard agreements entered intc AfteY DeGembdy 2071995 aYe (I devd
similarly not>'eligible fo¥> CTC fYecovery,” drd “4hy portidi of the
payment- that 187 above ‘hirket -costs ati‘the time’ 6f 'dé1ivdyy ' Will nst!
be deemed:reasonableibrﬂréééveYédﬁiniféféé?lﬁ’“$Pﬁ caoigsotliqaa (000
13 Lask! but pot1dast} ‘and ii faots tHE® chivt kpstus behihd’”
new: USO1¢ contractsit we’ must addr¥ss the' praféreiite that Ebiila {1839P
attach to’ new:QF agrééiientsirelative’ o the vastl bf the'walket iy 2
competitors:withirespéétl tordispatch’ pridrityidI o ibhott thig! 28
) Cosciednns rowon drdd pobiuoung zuzblodoednia cawsvib yiueyn yd od .

4e4f1 Eolindud af ffign otbyd bin oded-deen aand redio aotdsronosp
L 1e Eolis i oal ' S I
£

s DI 3e £ Aol isisasp , epnsioxs dswog-noen LIs

18 Rate incréasés aré ite ew provisions of lag.enacfgd i
sTeN & /

1
UGS

Assefnbly:Bill 18907 ct} ap Lk Thyn e sAsi-3edl f(E 2no
19 This ratemaking treatment is consistent with our prior

decisions affecting pending negotiations for QFs that have agréed

to arbitrate disputes arising from relevant dec;siéngl lawqgggbjeggﬂ

to limitations initherarbitrato¥s! Award213(DY43£63540505 Pbi 7877

D.93-06-099, p.8.) HWA BT EW




' Qc"
<

A.95—11-057 et al, COM/DWF/colquqetq\qu\xod PR O VP00 A

issue would be to permit the. eliminagignugf»tha!dixect)access _

e are determingd to:develop, andidefend.»s With: thevs
elisnipatiop of,, above-market costs.for, shortyrun ‘avolded: costiaos 40
calculations, this. pergeived advantage; would otherwisetbe thét onew

’’’’’

,.‘"9‘1’}.@_‘.9_‘ ‘.i&usy}!:,txoutu!;h.,iﬁl PQJi?Y_w f,fect..ing USO1, (and: S03) 5 soass
dispatch_ after 1998,(oxr opexation;of the;restructuredimarket),wels
would ingtead, simply.suspend both Ofﬁer&efoCCiYeIfromathemoticeJ

date of the applications,,and.set(a standard-rate:fornQFs atior.:
undex:100 ky that:x¢ach a.puccessfullysnegotiated:non-dtandaxd-:3is

agrqementA,jThis bransngonglqulicyq” sparitical to: our“conbinuédiJ-

tolerange of ,any.standard offerg, vFor sthe reasons belowiobuioxe o716

irrehanthecindependent . gystenm operator-{IS0Q). willrhave sthezizncd
obligation_to maintain, systemreliability.ocThis reans:the [1SO-wilk
be balancing.load.and xesourges, .As notgd:akove, the'existericeofso

"must-take! resqurces.willjat- times.exceed loado :Exacerbating thid

problem, by adding-additional jmust-take :x‘eso‘ur.c:eﬂs.:z-ﬁwill <furthet~; ar 3
push direct accesquseré off: the grid«; foiniin ainsaoips beshasle

Ry v 1-] utilities thave . propqged an: over- genetation ‘protocoliia
for, manag;ng min1mum 1load conditiong in FERG Docket; No. BG96-19x.yeq
OOO,_Application, Appeﬁdixﬁgﬁ??i,ihoﬁﬁ‘pIQtOCDISLwere,nottobJectedt1
to. by:the Commission;, and; are. expeated to.develop withifurther
detail ;(after, some, gpidance, fxom FERC.:is obtained): inswhats isyniowion
termed Mstage, 2¥ filings of,additional,application;materialat Atzdis
this Point in tipe,r t!i_e{ gongeptual.design,ofstheserprotocolsragreed-
to by many diverse stakeholders provides that power exchange
generation other than must-take and hydro spill is curtailed first,
all non-power exchange, generat1on ig curtailed se

cond ? T
agonao ,vwel 1 OOiatv g won wvd bDoldingl 515 a;pr%s)n 93sd &I
rdduétidns’in " must-take an& ydro spill generationiare éurtajléeédszaa

TCLLg LUD dJI: dniajeienen 2i Jnsminaitld DHIBEISJhI 2id? o1
b°vas averd 3sd3 290 10} enoiisijopon gnrbnﬁq prrt3o93136 anoleaiosh
crotzinoeb Jdasvelsy o1l prielts 293ugeth 93ssiidis oJ
20”‘SDG§§ SOQIEQ{Qa ive )proposal for(qugjgenerabion has ibeenriif o3
withdzra {.8.q ,C00-30-£¢.4U

- 39 -g¢ -
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. £ (ig t“ 4713
and SCE. (Application, PP 8-2 to éOSJ)’“1 ngﬁojffcagiLSj ? 41r_
s tgansa o S ’E ._.-Il} ig xoiemf
apdc ifié 11 state% ‘that ion g géneration I(curtaiqed aecOnd in
r Y 3 v t il ' ‘ b 8]
order) "I"efe?ré ‘tgfgé’nerat Py ruur. nf <5 ualusg“clugt oy lt')'a uil It

AL D5 t{,. S LAy 3 adeh, and 11 s g

ivrd L]
servéd bverithe Applican 8! transmfes Yon “or distribution
110 1O 3,,: ’un:m G Loeel 08 woduoaosd 19316 c.é qJ2Ae 10
{xd’, Ly Yoads

facilities. These generators an are

5P ’lo WIT no 1 ‘:H thaviovitt 2f nofains{ piilrpiosciaas
understogd include a 1 dlrect access customers and suppl iers.
iw i:(31°[ 0D, 5L "harodisd

IR Ni ‘ < tfuant wid} 43
o&ﬁission was well- aware o i e % n %um loa% prob}ep
afrilifo’ 120 i OHIR] LI a1 o [35 51 n) 2
aesociated with comparable ind E)icient grid use ior to issu
150[8?}1"‘ Ih:f}il pflj I{‘S JiioE?'*D.( L] ﬂﬂ OJOJOIL[ “

its Restructuring b on. n antic pate this very
cc’ ) u.f!OIJGJ}’AXUJ fiotea HPI!S‘IJ 1o duaeninoiad

Yo Blem in defihin re latory must-take generation resources ver
pro :,go.:q %uo bwyvnru 1 npz‘g*rlrf»m To5wGy o9ild 15910 Y

deliberateiy as grand fathered" QF contracts. Those contracts
Ldadian il nofn o3 :)ruoa _{nri o s

were si?ned as of December, 20, 1995, an correspo g%y were
pannenn d 1.»; boinioonan sotieat il FOL] c

1nsu1ated from mar ressures by a re latorr commitment t?
) ‘I KOG IJSB-« 1)."":)11( RETele] nl‘lr'Vﬁ

fdoua ﬁa vif
existing codtracts and flow. the above- marke costs of those
IanAs hus _apnasdexs 1swod oil Yi10o91ie bed ot averd

2%} ] o)
contracts t rough to all ratepayers in the CTC. WHe see no réason
to change that definition now, as it will only expand the category

f generati alifyin Y rtailmen after 11
e nan Yo TS SRR, af AR A AT AP 1
led

generatorsl aveibeen surtal R ‘{DbJIE 5 o0 “:1‘:5 Uik e ians :os,h,[mmr.

BEP IS § BN geneEAtor’éeek &' td' com ete‘in thé' ?bfkét“aé'a“
it vriob et dn u’i "‘IHJ“"’G l)foCl CEaLln oo Is awolls 38H 3
direct- acgcess proy der,4and ofher{coppe ing,generators;are,able,qgvg

through the continued availability of the US0O) ‘€6r dorte o BYY b +U
their capacity,gto stay;avoid,cyrtailment,\then‘the,number;of;hours

g

durlﬁg which‘“’minimﬁfn"load‘%'ondition"s"’ékist*’v}ill ‘ék’i)and o F I EnEtd

£ od toaviioh o gobiq g (NI {1i0s1 oild JrqIid oy Lis PH[I‘}VCJ
year.;,,Gengrators- ~-profi tab111§y~1s} 1gh1yx correlated; to:the: jnoiib
magnitudé Sf unplanned 6ﬁtages‘“a§°tﬁrnin§"a plant o AW eEpy oAsd
EE 510 iednls QNI LS RiD g3 ] S- FeRRa9f YOI ibé sl DO{Oig 2UHIODINOD
1ncrea§§sdopexatiogs an \maintepance costs: o§‘the Qannd>d sturbs zb
f i aiid . > Aoy
the steah “F’%E'éfﬁi???%iééa' The; éﬁgantéﬁ‘é?’f@?’i’%‘l& nyLrst: cakdl |
statusdisgvieye ~a8 providing a fright. torrunthhen>0thers are>n19po
” it 3 EA g an diiw _haleiyns J5d3
sub?ect tosgﬂgggighﬁéﬂl&] T?Lilénu héequ‘é‘hég,}ar 6t gglgdc?}mp}gnu" sTo¥ {4
nop: discriminatorquccesmto andiusefofs the transmissibnrgridlwefsdj

require. Thd"HunBs2 of " mik{fdmY163a2h3urE x%é%ﬁ%%teQ?Loﬁ&}*%i - L

separate'control areas for PG&B, SCE, and SDG&E will dramatically
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notice thd chey SREISEIREY, tRon bt ning requlatory musk-take
status if the ate of formation of eir agreement with PG QE,
aofivdisiein YO (orasirans el YEaIE GA 9h 3 JU’U frea
oxr SDG&R is after December 20, 1995. No modifica *oq of o
ofn EbeOl Oiin n”'jb{ SHIGL 920 {. “3{_;!.[{ E Y
Restructuring Decisfon {s {§volved: the pl ?) ing of "gra L
oyt oyt bne a1oi032pu0 2R2206 J)J11«2115 3) Ju o3 Bodeiishiy
fathere . ¥ c0nsistent with this result. New QP will be, as
is{otq hool muoabigrt od3 1o o1 «F-l S BewW uoj'mf 00
soon as the restructured market hegi ng perat "suhj E} o the .
siiyest o Hoit ey LL1p (i){(’li) s olc SISC]:;OO ] LW QAR IT0O22E
sdme protocols and prices re ar ng transmission ?cces and
viowy i Laiagz){fn; notab ool snt ﬁ0£°st( nrqusuijan alr
treatment of transmission congestion. (D.

ah 1o

aay 2GIB0RS L (101 IR SDISP SNE J?uw XJOJ%_UEQt andzfgb e ;QL(GX;_--

will ‘elear theé wér éxXchange he ow enough relative t
128 310D gg?,ri'l .n.:osxgjnog - ¥>f22‘?{ 33 ﬁnsng ar yi fsjf,_{“s’?if"b
all other gources to cleayr the mar ét.
- O EOW Ybémrﬁqcﬂ 51107 1T' 2eeL 08 fodianed lo as bsn% LR
Sevérabl rom the issues associated wifh chan ~?
3 3 -0 viodaefupay & yvd eq:ue’sr< Jodtem _mon 1 Dafsluznt
avo1deé‘co§t pr101ng'pro séd or required by law, such OFs wil
é‘ Yo afzon Jodqeni-oveds o woil bos e,ostjnoa pn1391<e
have to b1 directly 1nto the power exc ange, and clear The mark
gosnoy it o32 3n 0 W1 adt i seavsEqgodst e o) apironill aJont nOD

e oty baraxo ywioo f{tw -2 (won aotdtailel Fnidd ﬂi’:;li?-’{": o
= E) BRALS 1310 L8 &1 ) ¢ {nup ill)[jGJ\A)D 1
21 A grand fatheé’clausé;igia‘%5;L§{§13h fh’ﬁ‘ﬁ%w‘faw ?
regulation exempting thosé already in or"“ﬁart S the” ex1§tin§'°‘ 2
system which is being; regulated.., An; exception; to.a,restriction
that’ allows all those already doing somet ing to continue doing it. - -
even :ifithey vwould- ﬁeVstopped by the > ntw Yéstrittioni® #Blagk!’ g LAWY

Dictionary (1973, 5th ed:) ., Yo yiilidelinve Borniine > od3 dpuouds

22>.The first'hotable e kceptibh 56T Ehisi Wouldsba QFs:thats ﬁzodif?‘m
through non-standargd negot;atlgns igeirby501,q5high is, an)agreementﬁ
coVerlng all’ €he ‘Sutput of the fac in order to ver to a
direct acéess’oustoherﬁ3)Direct{a¢cesé'cﬁ%té&%?é“m Ibé‘"’élig;.ble‘fa‘(
take repewable QF‘gﬁw pr19; to,others,,;The ggqgng exceptionyinur
concerns rOJects for” poiicy réasons we éxempt trom our
dlscussion)of161sbatch prioxity,2 bégiﬂﬁi"*oh“pag§°§éﬁéﬁdiuﬁtilﬁ‘3”’
2002, mpted projects are,small, ppblicly € andfill..
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.at.their -bid priceiin ggg ar to xun: . They:wWill have:no: rightfto b&
1nc1uded 4n the local distribution company's (LDO!S) :gubmitted 0

schedule K1-3C% must take - -xegouxce,; ‘although. they may:use ithd:LDC U¥
a ,schedule, coordinator;to, submit bidsito the powel iexXchange <{noti‘cn
a must-take basis) if they choose. Local distribution:gompanies, -
after, the, restructured, marKeti-is operating,i do' not have an
obligation, to. plan, fori-load: and. build new:.rateibased: generation.cis
Their,role for.customers; nots choosing: other»opbionsnis to>dsl ivatii
porey procured by‘the,poyer;exChange; and:theyjthexefore, purchasdw
all;their electricity foryfull- service:cugtomers: from the>power: ni
eﬁqhangéj(iq.,fp.953) era OUX :equirewent:thatrall)péxsonbvrequeetiﬁg-
UsOl’s fromjutilitiep.beiprovided withsthisiordeyigoes faribejondi?
the notige,legally effectiverin-precluding;néw.UsO11QFs?fromdohiavi
presuming.they-bave musbrtake.statusior:willnnotohaveytoiéleardthe»
power éxchqqggggh;ougb allysource: biddingiin.ordérito~déliver¢asicy
availa'}gl_ei,elj.e‘x_'é}{go;jg__qapggj,t;y.»3,»;;,'53}.3;.5, jo epabarigiabaoy {noitavoad)
kT2 égthﬁéqause our:elinination. of -any: préférencesydssddiatedoses
with standard offers is so critical to the functioning of théiiiizii -

restructured market, and in particular-the:availability<6f direct

acgess,. we, will,automatically.isuspénd bothjUSOL and /803 1w Itlijy
challenges, to this, decigion :are:made inrany forums:>In that 'sveéntiso
QFsiwith pro;qcts,loo kw\grrless can- negotiaﬁe‘é hoﬂ’stﬁﬁdaﬁdT““HOW

agrequgpgiqugreg,into‘befoxe,the_notldehdateuoftthesevJnxmﬂliﬂyﬂi
appli.gél_t_igp_a-—{31%{;;_.:.. sfdelisve 25 I0 3200 abiove ad3 wol Dadsoovbs »
©3.2.3 Further.Procedural Matters:g o1} uoidiliju o3 nlidefisve Jsdd
oee apaiie,joint: F!Q,bjpﬂ) submitted, by: the> parties> forinterimcils
relief is moot and denied with prejudice as we did not reachbartupes
degision; on,thatsmotion: prior: o Qurudgéisibh:oﬁ?théiﬂoiﬁt
Recommepdation, sag;anticipated:bysthe partiesi? todio sxoz “tol SHELY:
Thesagsigned administrativeilawijudgeiwilloigsnéta #hlirg:
~settipg,the date foricomments:iandsréplyscormentsionsthedd 230813000}
Commission’s proposed modification to its prior policy decision to
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assign shortage.cost iValue:té as+availablé ‘avéidéd 'd6st 'St da ‘15 city
for new USOl!s formed after:the dateiubilitfeds: a‘ﬂpl‘i‘chtiorib“ffi‘f‘é't'
appeared ;on :the-Commissiohte:Daily Calendar 7 We iHterd o Fudtiby
congidexr.getting that:avoided ‘dost at-hero uat il itHe vasrYudtileg ¢
maxket.is-.operating.iszib {rood  Lononds ot 1 (ctaed ot 22 5

i Weraxe particularlyginteregtédz1n1ébﬁﬁéﬁté“iﬁdid&iiﬁ§‘335
above, zero: capacityiprices:in (1)iifrom  publicly aceesibleo i tnpildo
information! about: wholesalétprices: i the1westérairagioh (Wstgtfodv
extengive),o:(2): for) puréhases of:nomfirm powerilesd than dné oYl
in duration{s Wertaution!parties’ frémffeiyfﬁ§:t683ﬂéﬁﬁii?'458ﬁ’tﬁés

rationale:of1past~;Cofmissiomdecieions; as”we: have. Alwalh) vanaedad?- .

the ;right«td modify‘mebhodéloéyfon‘determiﬁing?aéiébélléblz atLozu
avoided .costsQf! capaoity:néhdfnotreliaﬂcéﬂclélm t6{thefc8ﬁtfa§y1“3
can:be;validly:baded-on{aicomprehénsiverrédading 6ffCoitAidsigh ieoxd
policy.onjthis-subjéct.iWe: ¢onsdider imany {6Ff theo (Highly)ioxs 1owey
theoretical underpinnings of decisions.fiFstrmad&cinithé esaflyliovs
1980/ 8 entirely-out:of *date: withfpresenb pufchaSé altérndtives of
utilities. o puiuol tonyd ol o3 fenidiss c2 ot zrollo Lrebasta ditw
juorih 7TOoy\thé iextent:a:party chooses. to éomment that HNEYSHental -
utility generation:should:be - used to:datermine’ the ravoided ‘cost of ©
capacity,i;we commend té them:theitask- offéddfésélngf our’ 'relél:ed“""J
concernsi;i(1)i:identifying aicurrent iutility reddurde"” Planddclvding'
new, utility; ownéd generatioh,! and. (2}“addresslng whéthef'§UR§E?"‘fED
requirement oftratepayerflndlfference ‘can’ ‘bé det! if thE'hethod2o1es
advocated for the avoided cost of as-available capacity ‘ektedds’ {91n
that available to utilities from purchisé jJEiHélWillicﬁh§idér,~€—i~5’
after:we, have,received: comménts,b whethéie evidént 1dri> headtings are
requiredissoy Jon bib ew e5 soibupotg dibw Lsinob bns Joou 2if 1silox
~ Noipartyishould:rely,upon pastodecisidbnsadsigndeifgithis?
issue for some other foruinjorjpréceedihgicweo littendsto1addeess {07
now; 1in this'proCéedinglbandwﬁithtthe*limltéd Bcopézatatdd :
{contracts formediafters=the: applicatiOns 'were>filed addtn8ticgd)I=e
o1 fotaivsh yoifog toiztg 3L o3 noiinoilibos bBozogosq z'notazitmnod
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and for a limited. time. (pridr to: the operation of the rest¥ustuded
market) ., ooy oSy o to myilonod goyraade ol dei? 9S0-R0-2CLA
. Hith.respect to:New;Charleston,c:the: only:protestEnthEsieh

the .Joint; Recommendation, we arejunable: to ‘deétermine’ whathay thgHis
policies we decidertodayiresolve! its: formatfon diffichltiesl swealed
suggest to New Charleston procedural guidance should>it have uibni
continugd problems concerning>its asserted right?itodi41Uso1! ox
non-stapdard,agreement:based-on-a:USOli» As nontdtahdakdsis rtoliay
negotiations;are by theirinaturdivoluntary ifithey résult {fislinrve
successful formation'{NeWIGharlestdnls tect:oumes‘ié'r ‘4filé éV*‘ﬁID‘
negggggpigg ﬁgqhgve;previously articdlatedﬂh(D.eé 01£1033fsu§ﬂé}“[1
8 CPUC2d ;at-:pp«:84-85+) i We: caution:New Charlestéhrthat piHavidg{iiv
filed a complaint, the Commissién may on its own Anft1ative ceoiBing -
that case with.an-.investigation:or:order to<show ‘dause ‘€5 defermine
whether the .fagtual,premises New:Charleston submittéd to AT {ift-28-I
securing..Commission: approvali.of fa buy-out-agreement Were tyle fomaom
including any. representations: made ‘duxring €¥ parte communicatichs -
about whether the facility would or could be operated under ain’ 061
We have,a: rathey;vivid memory;  based:on thé .relatively ‘¥étent”
approval(of:New: Charleston’s;buy:out; ) dof:New’ Charleston’ & 'sthted J»
business:plan were;ve;to approve the’buy:outiw ~aijvrg [IA . ¢

. Hopefully, the policiesiin-this>decision will provige ==
sufficiept.direction; but:we are:mindful thatfisstesiof>{ntent with
respect  ;to-the_buy;out agreement:imay.béiraiged:zthit réﬁdé%Jﬂe Pilagos
- Charleston dissimilar:from:other.néw:facilities!thatlmay FaEm>golfom .
USO1. New Charleston may have contractually compromised that ]
right,rbﬁt this conclusion would depend ﬁpon an evidentiary record

Puum? ¢Linsenay ovifd oW alito- vid 1o wolvew suo it tedd odon el €S

Juc-vird oo LUL”“[‘HI ,di s5d o1 aniineTg 100D o ton el
veo yailiond add xf4f5\. pitinIon6oY noleivosyg J:giiqxs a6 INeM3LIPH
HiomsIIph il Y":;an3 3sdd Pns (AYSUY rshou [{sa osuind odi at
B0 5o} ‘vun i ,moattovileb saululd 16} asbivoiq

o o3 »ivc-vyud pruidsiiopsu 89[1!?7 apsasonng o L 1odetsnop
.Iootdue zidd no dinifaxe
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and pupport, noti available to;us herel 23 He do'khdw Exdh’ © 0} EBae
A.95-04-026 that the ratepayer bénefits of the buy-out were {Jodsen
dependant; upon..forecasting, of: futuré plant> performahcé}dnd
therefore;we; suggest- New Charléstonibe circumspeet>and’dél{ibbphta’s
before initiating:proceedings! seéking’ further réliag =i sw eriviicyg
&M"tieﬁa aunebivg [asubanog odnolenl) woil ©of Janprus
:01502Unt11151998;: 3t isixeasonable: tdicontinue miking theuitnod
uniform stapdard.offerioné andstandard offdrithreasagredmeitd non
available to QFs to.isign providéd.thatipricésiandiadvantsagédsilovorn
relative tojithejrestructured marketsarer@liminatediericol Is;ia;myma
40 «oi2nhiReduoingnthe:standard-offeritermrwills3liow acdorsinlq o .
flexible.approach-in thatipartiesd to tlie:standard o6ffsr EGHtTAcEs ™
will be.able to-adjustithe terdasrarid:conditidns td ftheevslving i 8
ff!%l:lﬁé@;ﬁlﬂit@men@- 00 3P o YES nolzabivod edr (tatafgras s befll
" it.c:300 The.applications weretserved 'onithe -service (1iat ‘foy JrdI
I.89-07-004/1.90-09-050, and :the March' 7,5:1996 ALJ t¥uling (1 Tod oy
consolidating .these applications and setting auPHG: was 'se¥ved! oH/oo2
thgﬁggggiq¢51i$§>forylé89rQ?r004/Iﬁ90>09?050vasTWéllTaéﬁéll?kHGQH”‘i
parties. (cr iy brisreas oi blues vo Divow wailios oy aeiddeme Juods
4, .. New Charleston had actual-notjice: of 'the applicatisns’ by “% .
at least;January.12,::1996:(SDG&R)i: and: February> 2419967 {SCR}M, pvo1Gds
5. All parties were>providéd withian opportunity t&ifilevie:d
responges,to the;Joint: Recomméndationioi faqg «rii NiiutagoH
i{1iw 6a-3The;applications; protests:and other responsésand>iviliva:
replieg,thereto, PHCjstatéments,ymotiongpsand résporigesitohe et
-motiops, and repliesithereto:constituteascomplete {taéopdh noten{yadd
4ndd Basiaoigros wifarstonctaan avad veor podasliyedld woll . (C2U
' Deonos IR jns-,h.'['.'—e) ne noqu brsgeb bipow notaulsacn aidd Jud (ddpix
"23 We note that in our review of buy-outs wé have genérally found
the more common practice to be the inclusion in the buy-out
agreement an explicit provision concerning whether €he facility may
in the future sell under PURPA, and that generally the agreement
provides for futureé deliveries, if any, from a non-QF
generator. We encourage parties. negotiating buy-outs to be
explicit on this subject. :
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5> XPr. The: USOLl; aud..S03.s8hould be sﬂspended-quihd'tﬁe pEndehey
of any, chqllengemto this decision in: any-foxiimon has vaiol st o
aopandn adsr o Bostroifdurn o poeibd bae (G287 (2@ (2opan !
cried besatgoilt 53 o INTERIM ORDRR cunupitnd [a swotas) 'ff}
FO o 102U 5 {B) Dotooonxa o DIod 0y Jogld S0 yalk b
i 20 XTH IS: ORDERED, thatiyyno csnfgeien erbaber 6 do al pulllel)
s lsozThe Mayn20;41996-5Joint Motion:of San Diego Gaksen » bits
Eleckric,Company, (U;902+E) fuSouthern California Edisdni Compang 'ovai
{U13383E) ;-Pacific Gas:and-Electric Cdmpan?i(UEBQiE)?iThéW’”U“ob v
Indep¢ndent jEnergy-Préducers, .Division: oftRatepayér“AdvéeateéI“ ’f‘
Nordio Power of-SouthcPoint I/iLiPv,cOtaylPédwer Iid. giahdithé1‘h 0.
Cogeneration: Asgsooiation.ofCalifordiacfor-ltmediataOrddy ois o3ich
Authorizing RevieednContrachgTerm in-thd udifdra-Standard Off&§o (52
Noy;:1 . and Standard OfférNov3, “Pending commi 851602 ConsiadFatiSATSE
Joint Recommendation" is dismissed as moot. .aoizioeb widy
2. (The May 31,1996 TJoint:Motidn iPérExXpeditsd -Agproval of
the Joint Recommendation:of San Diégo  Gas & Bledtrid 'Company F(y21o4
902;5);;RagiiiciGasJand:EléctﬁinCompany-(Uf39iﬁfﬁ SAthdrat »1oted
Califorpia:. Edison Company (U 338+E)i«cIndepéndent’Eriergy ‘Produceys &
Agssociation,;:Division of Ratepayer:.'Advocates, iCogetis¥atidh -¢

Association of:California,» Nordic: PoweY JfiSouth Point’ -IyI'L P, ,fand!
Otay Power, Inc.":is;granted:in: its-entikrety.s .cotaulnnen litaasnome
3. pFor OFssthat firstientered: into’ negotidtions for dyiIifiy
signed,and;tendered. a;:StandardtOffex: one’ ft:sr—t:hree‘afl:é”r‘“Apr.‘il"165}”‘7"J
1996, San DiegpiGas & Eléctric>Company .(SDG&E);~Paocifié!Gaslandls o7 |
‘BElegtric Company:(PG&B),:and:SouthérniCalifornia EAi&dh 'Colpany?oovz -
(Edison) are authorized to replace thé?édrréﬂtidangﬁégéfin?Ehé73105"

"Term and Terpination#isectionsiof-théir réspectivé>Udifdtm - ’
Standard[Qfferl the:révisedntermilanguagé?set! forthtih ﬁﬁeﬁaéiﬁ&8ﬁa
Recommendation:attached aseApperidixiA, .subjdctitorthastarmgbanald o3
conditions set-forthstherein.yrSDA&Efand RAi86A Hré-aueliogiieatedIiv.
replace th%;gutrentdlangqage?inabhéu!TermvaﬁGSTefainéﬁiéﬁ"ééééEiﬁﬁEG
of their respective Standard Offer I3 thesSrévised termeldhgllags~seeni
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foxth in; the Joint iRécommendatioh fattached ad Appétidix X, subject
to the terms and conditions: set: forth thereint o I makihy Huch!s 1o
changes, SDG&E, PG&E, and Edison are authorized to make changes
that conform all language inithe '0ffe¥!to the shortened term.

4. Any QF that (1) fully executed (a) a USOl or S03
(£411ing in at a minimum nameplate capacity,J&1spédific location,
and a name);:ory:(b) a:non»standard:agreement!baséd/uponivsoriand
negotiated,with:the utilityito sucéessful (dondlusionjras-evidéncaqgt
by documentationiindigating;the utility!ls-assent andiarfeetin§todey)
the minds;on, the;texms1and‘condition§,.and (Q)XﬁerSOﬁaIli'deIIVe?éa
or depogited in the mailqto.the utility thatJagieeRedt prisd tdten¥
date the utility'giapplicabionifira€ fappéaredioniourePallyds12nopod
Calendary haspsuccessfully formed anc -agreement whichvig not seherdina
subjeqgt ;of ; proposed ; changes toishort-runcavoidéd &apdcity made {inoH
this decision. Ltort me honsioaibh sl tnol3ebpencosod Jiieoh

1, {:Seo1 ADYiQB that-had- fullyceXecutéd a USOl’br\SOB‘and NEN

personally delivered.or deposited it rin the imaillto. the ’ﬁ\:illty “orf 3
before April:-16;: 1~9_9_6 rshas successfully  forindd ‘an rdgreemént! which 0 . .
is not,subjecy, to, our;.order ishortening the ‘term<6f :USOI and (SO3LL [#D :

6. .QFs that had first- bégun negotiationsibased ‘hpon’ the' ygsors —
pr:,or to Aprils16,: 1996-and. {1).negotiatéd with the utility toiooe=a
successful conclusion, as:evidenced:by: documentation’ indicating €¢hd>
utility'’s asset;and:a'meeting:of:; the:minds:on théite¥mscand - €
congi}i»!: ipp‘s!;‘ and:"(2). personally,delivered:or depositedin?the maiivie
~ to the, utility,that;agreement prior-toaAprilflss 1996?"hé% nat \09?1
»succesqfully ,,,,,
Shorteai.!.lg,!:h!.eu,l;ggm ij.the.fUS()l 41 sn 55_35'—; ad basisod4us sin {mnroi)

7. ;The:UY0S1l,and-§03:willjiwithoutifurtherodrder, (bé boos mioth
suspgnded.on Januaryil;51998;.0rsuponoinitiation-df 4ny:dhallengesz2
to thig,decision.iin-a any>forum. .AInithesevent bfﬁsuﬁgensiéﬁfoFE”OD“ﬁ
with,design.capacity 100:kw drcless may.négobiatéd non-gtandsard 3ibnoo
agreements: bagedﬂupog;the;standard\rates‘applicdble to*grand oaslgor
fatllereéfusous ;and tariff-Rule 21v5130 bipbnsi2 oviineqasy yiodl 3o
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. . 8. With the exception of small, publicly owned landfill
biomass projects, utilities shall not recover in rates any portion
of payments to as-available QFs holding non-standard agreements
entered into after December 20, 1995, that, at the time of
delivery, are greater than market prices. —~

9. This proceeding remains open for an order of the assigned
administrative law judge setting forth comment and reply comment
dates. for proposed changes to the méthodology for as-available
short -run avoided capacity payments at the time of delivery, prior
to 1998, and for new QF agreements formed after the date of
effective notice of utilities' applications.

This order is effective téday.
Dated October 9, 1996, at San Francisco, California.

P. GREGORY CONLON
. Presidént
DANIERILs Wm. FESSLER

HBNRY M. DUQUE
Commissioners

I will file a concurring opinion.

/s/ P. GREGORY CONLON
Pregident :

I will file a written dissent.

/s/ JESSIE J. KNIGHT, JR.
Commissioner

. I dissent. ' ‘ . *

/s/ JOSIAH L. NEEPER
Commissioner
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JOINT RECOMMENDATION OF SAN PIEGO GAS, & ELEGTRIC COMPANY |
besiou(U-903-E), PACIFIC 015‘9& ELECTRIC oam’(‘%%-t). soirmh;:gnn |
CALIFORNIA EDISON COMPANY (U 338-E), THE INDEPENDENT ENERGY  ©

1

2

3

4  PRODUCERS ASSOCIATION, DIVISION OF RATEPAYER ADY 5, NORDIC:

éj.,.,;:,};;ilzgw;;&qr SOUTHPOINT I,‘LP.‘J"I'HE'COGEN‘E‘RK‘I‘I%%@&“C% ONOF
CALIFORNIA,?U‘ ,gwxglé;YsFRHE,&,W‘?s:sm tnnznoy bas b

{ vuoirinyaaD ) eaniaininod lind aus

This Joint Recommendation s madeby a0 amgne S Ditgo ek Blecte Company 2

st51:30 of $135ub01g 1w o Is siiupn iy L

(‘ " * 5 » . . - . N b -
( SDGRE"), Pacific Gas & Electric Company (PGEET), Southem Califoria Edison Company

1110 bishast? oAy (8 ;8CRT fr rtdnsaunoy 1y
“E da L] . . N . s e ) y 7

., LEdison), the Independent Energy Rrosicens Asoriatlon CIERT) Division af Rasepayessn <

10 Aﬁﬁ'ﬁf’:? :?i?&a'ﬁ’ﬁﬁﬁﬁﬁ?éﬁ‘??? 32213 A1Em nggf!{ﬁ%‘aﬁ(%ﬁ'gp’q udig Rowerof 2

i1 Southpoint I, L.P. (“Nordi¢"), and Ota Powq; i18456 ‘@gyf’?xgx gm 4 a’;' . g.ﬁ‘&lﬁiﬂ! oA 0

15 Le3g01 281 ROqQU 1AM 0 31281100 3D 1
12 . Rec d . . ] R - [ [ T ] L an » N ‘
oy SEP st fesolye ot isyes reasyding indiyidinl gpplisttions Bled by SDO&E)y
13 (A.95-11-087), Edison (A96-01-008), and PG&B_(A_?S-Q]'.O 14){%&.%%% shfonhing 11

rziorsivem gaiviovs o) 220191 07 A3 IRANATELEA00 13

14~ Sectionl : - \ .
15 a‘as_eggg?,gib:i!gg}:-z(_! vofis batiraars pavasnse s2edorng yswogq isdt ensege £20-S1.2@ (k) €

:g w5l 21 INTRQDUCTION 50 (- 0107) agied D roliiznsn] poitisegnoD 301 sldigity gon . €1

?
8
9
d

18 ot Adib U Utility Appleations - » E0- 8 12e ey e OEOS litau fin s iasuaey o Bl
19,.:01535,0 1 On November 225 1993, SDO&E subniitted ad k;;blicuibn‘ (A 95:11-057) t5'higwior 2
20 Califomia Public Utilities Commissics (*Commitsion”) fo madify the téimn of futiire Unifofd® 21
21 . Standard Offer No. 1 ({USO1”)'arid the Staridard Offet No2 3 (*SO3™) (collectiviely th “Stardard !

2215 Qffers™) 1o réflect a one yedr ferm that would automstically reréw 3 ¢dAveit (6 thethéaa ot &l
23 applicable agreement, if any, reflecting the transitional stage of Industry Restructuring) Gérérally®!”
24 SDG&E proposed to conline thé ¢éntiaits from ym:tofj.’eu;uﬁﬁl Congi&yrépedled the 0s
25 utility's power purchase obligation under the Publi¢ Utility Regufatory Policiés Act of 19781+ é f
26  ("PURPA”) at which time the contracts would terminate. Edison and PG&E filed similar

27 applications (A.96-01-008 & A 96-01-014) on January 3 and 11, 1996 respectively (collectively

28 the“Utility Applications”).? The UtilityAppliations requested that the Commission make the

1 The Applications 60 not propase 10 modify the terms set forth fn existing, executed Siandard Offers. POAB's
SO) already contains 2 one-year term and is oot the subject of POAE's Application or this Joint Reoommendation.
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e ool ATLE A 2EL V) YA AUTAOD VOZINA ATASIOILIAD £
2 gxpedited, ox parte spproval. A (3 (X RELU) THAUM | AL
IOV ZE [ HIOVEA ST ALAT A 40 YOI21V1G YOI TAD02ZA BIOUAONT &
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6 v inavadicaily aiireri Righly S8R b Tz 1n 1985, 84) ihe Siandard Offors
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.APPRNDIX A"

t u[f!t{'z ; nog?%"TMﬁQ*? OF ENTIRE JOINT RECOMNDAHON jebasivnornn oy
cisunn ThE BaTTiss.agree to recommend that the Comimissicr Weapt 1Ad Adopr e} Kok iShntse”

Joint Resommendation in its entirety as &' coimpléte add full Hesolitioh B all ‘ilm‘ei"" & ’d?ﬁ‘g the ¢

Utility Applications. I the Commission fails to adopt the Jolnt Recommendation it ui se:i'f”ity. y

without change or modification as proposed hereir, the Biited hall U6 vilented frém thelr

. bligation 10 support this compromise and rhay pursue a5y MR théy debd Kpbrhiate; ®

ProYided, howsysey she Partled agree to’cooperate Fo'estibliin’s grodbdurt Iched it shbifd the ©

8 r,.,(;qqy;}uslog PoL3¢cept this Joint Recoriméndation Id its Entray S If thy Conimlisin Sby ot °
9 7y,2dopt the Pagiss’ secommendations ds sat forth In this Joift Rédbhihfmduibn Stk ¢m3e or

10
1,
12
13
14

1s.
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condition, the. gagues shall ¢onvene a senlemeﬂt cohfeteneé wuhul 15°38}4 ahtes 60?1’-:11];3}33 0l

+RE40n on this Jojnt Recommendsition to'discisy whethér the ¢ é_ﬁ}eeé!ve e S T b e .
Commyssion’s acsion. s +on hyaz 19 120 nolthvory 14T noferiwneD odi 9ictad sldel IS
Iv. GENERAL'[ERP.[S,;, 515134 esatner 10 Brhna12 sdrganib [ ) oHE VI £l

Y EAANS U F

A, Joint R_ecommendltlon Not Prededential b5 y:1au 2isnim poitstaz.aslqimi ,H

1o (s The Pasties expressly tesérve the right to sdvocate in‘othér proddingsd Principles, ti

assumptions,’or methodologies differen( from those that miy undériie ¢ abpéhd to be Implidd vy °!

.this Iongegqnvnendu&on 50 long 23 thosd astions dd not ¢onfict x?nh fecommbadanons?? V!

explicitly set forth m_m‘,,_Jth R@OmﬂﬂlﬂOﬂ-“ﬁ“ s fniege sundl 1 dioyas nito hwos  El

B. Oblfg_stlo_l: to Promote Approval :¢hsiivnomasl saiol 2idr of botalarasdiem | ¢l

The Parties agree to use their best efforts to propose, Sippdit! 4Ad Ldvocate gdopliol'n of &

this Joint Recommeadation by the Corfunlssion:sNG Party 10 this Jolint ReSoiinbadifionwit 1S

conte;t any aspect of this Joint Recomniendatiod ir this procédding’ bPiﬁ? &h& fomh‘i; by«) %

contact or communication, whether Writteh ot ofal (includirig [244 h2) &mﬂhﬂ&hd&i%&h& t

or not reportablé under the Commission's Rules of Pribiice iad Plocadibey'dl in ﬁny"oth'er' oK

s.m3nngc befote the Conmsuén untif the’ Comrhisslon hu wtéd o thly Jéift R&orﬁi’nendauon. e
m ym:e; thq agree thit théy. will iise ‘thelt best eﬁ‘om fo ﬁfovide fiotice’ €6 meb'lhefP

that they mteﬁd (6. eriter into mnte dum‘mons Mth":hy @mxh’!idoh déauod rlﬁk&"l‘eéirdmg “
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APPENDIX ‘A2

I the recommendations coptalned in this Séftletﬁ'eh‘i:'wﬁ&h&(‘ répdfabie Udale i’ Ao u'lgn g !
Rules of}’qgﬂgy pnd :Pgogg:duqe of nat:i:Moreovet, the Partiey” ngréé'tb'a’c:ti{"el; aid mutually

el n’ J}!‘ hritee]

2

3 def ndqt,l}’i JQl{‘;t Recommendation if the sdoption is opposéd by iy ém&'ism Biks wiol €
4 p?mceﬁlps aitebasnaaossd ol oAl obe ot ¢l polnkemdd t B3l e iteailgad il b

3 1At .n’l L\g?, 9{!_0!, Jurisdietion ;554 bezoso1q et noitesftibom o sgiedd uodite 2
6 1:iThe Pasties agree thag the Commissipn shall have exclusive firisdiction’cvef 3iy Tides 2
7

l!4J|

4 ilmd to the interpretation, of this Joint Recommendation and that R St sourt! deghiilog,  ©
128405, 1 Sther goveming body shall bave juriediction ovie ainy 1skid retared 13 thE titerpretatiof
9 g,f shis foint Resommendation, the enforsement 6f the Jolnt Recormheﬂdihon.’of thaRghtdsf iné

10 Parties 10 the Joing Recommendation (with the exciption of the Califoinia' Sfradte COUR & 1

It connection with ceview.of any Commission decision)'All rights and fenfledids’ads lihitéd t6 thosd !

12 availsble before the Commission. This provision does not spply, however, to'natdts 6f 100 S|

13 interpretation regarding the Standard Offec contracts before the'ddufid & W BUKPR> VI U

14  implementation matters under fedéral furisdictida>¥s soidabinsinr ionssl teiol A bl

15 21 The Parties further agree that no signatory 1o this Joint Récommendatiod, adf any membe? |

16 . ; of the Staf{ of the Commission, asumes any persorial ihility as'a résilt Sf s Jointqunes

17 Regommendation.,.The Parties agree that no legal action may be broight in'any stild o Tedéral V!

18 coun, or in any other forum, against any individual signatory, party representative; or staffy > 81

19 member related to this Joint Recommendation.cingh #3ors01 o1 tiel)agildO Al

20,4, poingotPo1e 50 FOVETRIDE LAW. -2 00 o endlly s3dabdt 20 01 9mge sinsl oA f

21 i, 0o This Joint Besommendation shall be'govﬁm_&d by the lawsd of ithé State of Califofriidi

22 (without se8ard 10 ¢ontlists of law principles) a3 10 all matterd, inclisdirig) but not limitéd to,0> S

3 .matters of yalidity, @Wn‘;ﬁhﬁ, p;rfonnuice and rentedies. noitedinuaiod 1o 1283002 £s

24 ssdras ni Headings: Interpretationa, ;5108 2'noieinunod sdisbau s'dtnoqn 10010 g

25 it The.Ssssion headings coptained in shis Joint Recolmendition aredolély fob 15 plfri:dse 28
26 151,08 refetence: ¢ 1ot part of the agreement of the Parties; and shall not In any Wi affextThs'T 35

27 ¢y meaning ot interpresation of this Joint Recommendation.s All refetences in this' Jolnti vt 14y 18
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APPENDEX: X
Recommendation to Sections are to Sections of this Jolnt Reconuneh‘Iﬁinbrf :l:lesg o,}{em”
r'“""i‘%"{ Each of the Partes bereto and thelf respective eoliisel AVEUMAHAKI 1"

L HIYF Y (!
preparation of this Joint Recommendation.: Accordingly, 6 proVisidi 6f AR hjﬂ,’
construed against any Party because that party or its coUrsél draftdd L) f&\n 15' wz(I

- Itisunderstood and sgreed thay no faituce or delay by anir Pﬂ'ty here(oln éx’éfmslr[ﬁ 'i.nf(

AERT0I 0
right, power or privilege hereunder shall operateas s waiver thereof, nor shall my single or pamu

exercise theteofpredude any other or futu:e exetcise thereof or exe ,,e s of any othet right's
7 ,.r "1”‘3t'i5"‘ YEQTID 3 I £y !
“power 6f pnvﬂééé o] i i :

10 G. Entire Agreement. Bl

t
1 - Amgndmgqusg\qerabmty « This Jomt Refdmmcndmoﬁ‘s&s fort'h’th’b" al

12 andagreementbe (een lhepm refe chtbthembject \ v

S \,\\ \\; 8i

13 Recommendation ml}r:bt‘be l tém sd exce byln 1
"“*'I e

0% -
14 all Parties hereto. This Joint Recomnundauon supH sedu all pnOl' lgreemenu, negohauo

133

tS  understandings among the Parties, both 6ral and wntlen related to this matter. Vo
16 H. Counterparts,

o1
i

17 This Joint Recommendation may be executed in counterparts, each of which shall be
18 deemed an original, but all of which together shall constitute 6n¢ and the same instrument.
19 L Miscellaneous.

20 The Parties acknowledge and agres that time is of the essence to this Joint

21  Recommendation.
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In witness whereof, Intending to be leslﬂy bound, the Parties hereto have duly executed |

this Joint Reconmendation on behalf of the Parties t lhey represent.
Dated this i(j#ay of May 1996,

San Diego Gis & Electric Company ~ Pacific Gas i{ i

Southem Californ s6n Company Ind E&‘f’gy Producers Association

Division of Ratepayers Advocates Cogeneration Association of California

Nordic Power of Southpoint ,LP. ~  Otay Bower, Toc.
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APPENDIX B

List of Appearances

Applicants: Mike Tierney, Attorney at Law, for San Diego Gas &
Electric Company; Gloria Ing, Attorney at Law, for Southern

California Edison Company; and Randall Litteneker and Peter
Ouborg, Attorneys at Law, for Pacific Gas and Electric Company,

Protestants: Ater, Wynne, Hewitt, Dodson & Skerritt, by Michael P,
Alcantar and Kirk H. Gibson, Attorneys at Law, for Cogeneration
Council of California{ Goodin, MacBride, Squeri, Schlotz &
Ritchie, by Diane Fellman, Attorney at Law, for Independent
Energy Producers Association; Latham and Witkins, by Joel H.
Mack, Attorney at Law, and Diana L. Strauss, for Nordic Power;
Jan Smutny-Jones, for Independent Energy Producers Association,
and FMY Associates, by Faramarz M. Yazdani, for New Charleston
Power. :

Interested Parties: Edson and Modisette, by Carolyn A. Baker,
Attorney at Law, and Gary Darnsteadt, for Chevron Corporation;
Morrison & Poerster, by Jerry R. Bloom, Marc Young, and .
Joseph M. Karp, Attorneys at Law, for California Cogeneration
Council, and John R. Shiner, Attorney at Law, for California
Bnergy Company; Jennifer Chambeéerlin, for Barakat and Chamberlin;
Robert Finkelstein, Attorney at Law, for Toward Utility Rate
Normalization; Norman Furuta, Attorney at Law, for the
Department of Defense; Douglas K. Kerner, Attorney at Law, and
Michael R. Starzer, for Berry Petroleum Company; Reed V.
Schmidt, for Bartle Wells Associates; Morse, Richard,
Weisenmiller & Assocliates, by Holly Senn, for Richard B.

Meisenmiller, for Various Clients in Monitoring this Proceeding;

- Latham and Watkins by Diana L. Strauss, Attorney at Law, for

Otay Power; Joseph G. Meyer, for Joseph Méyer Associates; - )
Coudert Brothers by Ed Lozowicki, Attorney at Law, for himself;

and James Scarff, Attorney at Law, and Brian Schumacher, for the

Division of Ratepayer Advocates.

{(END OF APPENDIX B)
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PRESIDENT P. GREGOR? CONLON~ CONCURRIHG:: Y OIS .9 ‘Uit Taedygd

This was a decision in which I met numerous times with the
affected parties. and'extens}Velyfconeideféd"thé'érgumenfé Before
reaching my, decigion. 1. base my.vote-onithis:decision ron wyb

ENR

vigion of. yhat ;the, Power :Exchange :should look-:likeoiIn"the Power
Exchange,hg}eq;rig‘genexators :should cofipeté&tagainstieach ‘other,
ywith onlyh_ge 1qyesh;coeb{prov1ders,beingfdispatohed‘aﬂd<ﬂf 286 )
receiyjing, the markeprolearing pricefx>hoh1eveméhb'of thig: vision
is not enhanced by having the existing electrid utilitiesioosd
continue to offer long-term contracts with must-take provisions.
If companies such as New EBnergy Ventures are willing to go out on
their own and purchase over 500 megawatts>of electyriovity: ' for'sale
directly to California end-users, I see no reawdn why thefci:0
developers of new cogeneration and qualifying facilities (QFs)
could not do the same, financing their projects with purchase

contracts from end-users rather than the utility.

Nonetheless, I approve of the settlemént!a shorténing of\the
length of the Standard Offer 1 contracts>té céinéideYwithithelend
of our electric restructuring transition period. I also approve
of the guidance contained in this decision on the issues of
generation dispatch and must-take provisionsr

This decision adopts slightly different treatment
for QF projects associated with tax-advantaged landfill projects.
These projects provide essential public policy benefits to
california's municipalities and it is imperative that the
pro;ects receive signed contracts and secure financing béfore the
end of the year in order to take advantage of available tax '
benefits. I therefore fully expect that the utilities which Qere
signatories to the settlement will 'sign the appropriate contracts
as soon as this decision becomes effective. :
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Jessie. J. Knight Jr., Commissioner: Dissenting remoint oitdug b

I cannot support the majority i this proceeding/)In iny vidW the mia)biity hid'run
roughshod ove fho dug process rights of the parties dhd §s dwn'decisIdn-niakidg process 12
This decision strays b¢yond the record in'sevéral areds and is clearly an'Ausitipt by ihg" i’ 1o
majority to modify the Commission's pdlicies related to Qualifying Pacllitias (QFs)' >l
purchases by tilitjes in the first available procedding, regardléss Whether thé iddue 1hey ™1
sought to address were at Issue in the proteedinig: As the adsigded Cdminissiondt ia thig i
case, it is my view that this proceeding wa clearly timited to thé meriis of alferiag thaoi<i+b
term of the contracts. No other policy chahges were at issué tn this proceeding /o711
Furthermore, the majority has undermined the Commission’s settlement polic{ aiid hiy #
done significant harm to our efforts to use the settlement process 10 resolve difficult
issues.. Howey¢r, the Commission ha8 acted and the'utilitied are obligated todiga USO1
and SO3 contratls with those QFs that tender such-agreahients. sitivolls 2 10 vidio b:’%f:,"?:if)

rr):’h;’ai 42002 Lun 42 A i monengh il o noiin wtio oib sdih r.wr:)

The majority adopted the Joint Recommendation of the parties'and thénThangad ++!
the basig assumptions which undérlie the settlément.» Thi$ allion funs a high'riskof >+1b v
having a chilling effect 6n settlements among parties: The paies é't'a'hﬂnlﬁiﬁfh'shé‘iﬂd'*?"'i"’
have been afforded an gpportusity 16 re-ri¢gotiate’ o dissolve theif Agréerheat baséed bt 1t -
the reasoning and newfashioned policies included in the majority’s dacision. '_(Z'f)iﬁlr‘é?"j"!b“«iw
the spirit of the majority’s ruling, thé partie$ should havé beeacomiiiénddd by the 1 71510l
Commission for their efforts to promote the continuance of business during the transition
to a compelitive market while protecting consumers for'the risks associated with 30 ear
power purchase commitmentsic ;i 10 i vhnsis soalt unipuues goil fogoi e el &
PN, ;;)‘;_:tg,:q ERTETICH: § T HETRS INUL A RED) ARV IE R IE IR/t vivesl Y heteluyor g A

If the Commission relies upon seltléments to resdfve’issues; {e tust réspectihdline 2
process in which they occur.- We are of course required (o rejéct settleiménts; Ageéentdits’ ib
and joint recommendations that we find dountef to thé publit intérest./ Hﬁi'?e\‘éff‘tﬁ'e_ L340 who
majority sought to undermine the yery agieeient Which they claimed (6 accepi ifi thid 't
case,, It is interesting to note that all of the parties 16 the Jolnt reconindrdatidn sippded /1
the original proposed decision while‘only one of thode palties suppoitdd th& altéhnates:»1 14110
e\'enlilally éﬂpp{ed by the majority.iniiizzih 2ishi 1ordt baossr ea boa bty od navdods ooasdiv)

sisainiyaeib disenf ton esol Tsldalingnitab’ s 20 s29d) causod

The Commission erred in Ordering Paragraph 7, which suspends the USO} and
SO3 contracts in 1998. The parties tg this procéeding were néver thforiied thal'sich a
suspension of the program xvas contempldtéd ad a résolt of the applicatlsils &f thisy 1412002
utilitigs;i Rather, the. applicants siriply sdught té change thé ternd of thié ¢ontiace fr&i 30 »1
years to one year. In fact; eath of the applications of the utilitied providéd atdatarig noieizsb
_ renewal of the contraéis on d year-to-yéar basisiqThe applicantd did wbt $dek 16 sikpergn 2idh
this program; they nlerely sought 1o rediice’the: tershi of the tontiacis (b orie year At po = 1
time prior to th close of the record in this case weré the fartied iotieed tharit Al thel 1:bou
. intent of the Commission to consider the suspensionof tha USOPZnd SOPhirdetdsirmo?

" some point {n the future.-The miajority has no evidehice 36 16 the réasonhbldadsd S RfgnuY 21 - -

.




A95-11-057 etal. o 191 L0 A
D.96-10-036 M0 O S0

policy change and nothlng upon which to base an assertion that this pollcy changeisin
lhep“thCIntereSl }”'1 /5({ - Al iatito ) 1‘.}{(”11” . !?-’3‘.

s While it i true, as the majority notes, that thd Commission Had theauthotity lb
change, mod;[y or1.2dd fo past poli¢i¢s, the Commission may not act withobt an«o [ "*f‘%m'l
oppo:tumty (or the. a(recth Intecests to bo heard with rdspect to the pohc'y chakigeyizivh 20l
modification of adcj;t:gn{ N0 such gppoitunity was Afforded the partids i thi§ <11 01 Yiinlim
proceed;pg Hence, the majt’)nty has violat¢d the due’ grocess rights of the parties d#ozafng
inv oheql in uus prqqeedmg, I‘unhermore. with the broadening of the scopd of thiss 0 Higioe
decision be? ond issues faised by the applications, the dye process rights 6f nofiz it ¢ 11,5760
participants  Werg AlsQ.yiolated in that they.were also'not dvare of the’ §cope ‘of the isbukg ity

lObeadglrﬁsgqﬂf,,, isinolbo 2 nolezisen’) vy bunirnrboin zod gitol ar 201 5100 dniY

st tlib selar 01 #2570 inssssc oy i1 920 of 21ots 1o o wuand fansilingiz caob
1 The majority draws 3 distinction between 'small tax advantagéd landfill bisdfass »1:27i
QFs" and other QFs, auowmg them torely upon obtaining régulatory must-take statu§ < bins
even if the date of formation of their agreement with PG&E, SCB and SDG&R is after
.Decgmber 20,1995 There is nothing on' the record to support duch 4 distinction atd
such discriminatory tegatment. i While I support the outcorne whiéh €etves (o allow th o] ol

- development of these projects, ] cannol discriminate against othiér QFs'who hapbén nory i

fall into this fayored classification, withiout having the refative merits presénted ahd 103 v/l -

objecm ely ruled upon by, the Commission; {The public wduld be Wéll derved by aiinosso il
thorough analytical inv esugallon of the ments and demenlé of su¢h an approach" t 313ine oili
et o vmiehy sz Ulo gunniatilens i o .”qn]d,nﬂ) i 2 eef2zinninn’
, The majonl) rqcogmzcs that the plam meaning of»"grand fatheted? isa prohsibn 2L of
in a new law or regulation exempling those already in or part of the exlsting syslem‘whxch G
is being regulated. Clearly these small tax- advantaged landfill biomass projects were not
grandfathered ynder. D.93-12-052;- Hence, the majority is forced to cafve outa) o111
discriiminatory excepuon and did so in an arbitrary mahner without recoid $uppon f6¢ the 11
change. .Why js this ¢xemption limifed to only small tax'advantiged QH that used 1 1niof Las
landfill biomass as a fuel source?. Should landfill biomass projects that are not tax22 ¢ioitm
advantaged be allowed similar trcatmem? Should other sthall QFs, other biomuss QFdl of i
+ other renew,& able QFs also be granled such an‘exemptidon? The majority has no: St]p;brlmg’ ot
evidence that can be cited and no record that this discrimination is redsonable s Just:llsuinsen
because these QFs are “distinguishable™ does not justify discrimination.
Lis 1O =) ;.:';ﬁ’,:‘gesza doidar X dzarynint gista0oni bons aolsziinoD st
;, Finally, the, majority]'s decision seeks to prevent parties fronl exéftising theiz!nor £02
consmuuonal L ight {0 petition goy: efnment: The Catifprnia Constitution assurés paitiés1-q2u2
the nghg 10, ppegj decisions by this, Commission to the Catifornia Supreme Couls /Thig itilin
decision seeks 19 preysnt pastios fr Qm Scekmg (o challengé this'Commidsibn’s decisiof’in £7'(
this matfer by effectively, ggalmg Af‘poisonpill? ptovision that the pacties must sWhlldw sno1
if they,,sqe}\to gdgaqc; their nght jo appeal or tochallénge this Comtnission's pohcits QUEIUL
under Pl}“ PA. ;A party,exereising ifs right to appeal dutormatically 'sispends thé o3 10iq omil
Comml§s!9n 5 USQLand SQ3 program according to the niajority decisionn/Thi3 prdbler'ﬁilm
is further pggravqted bhecause one party. ;hallengmg this dec;swn in “any forit "has lhé”ﬂ 9inG2
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effect of suspending the USO1 and SO3 program for all participants,

This is clearly an attempt by the majority to prevent parties from challenging this
decislon, It seems to me that a well reasoned decision based on a well developed record
would have litile to fear from such a challenge. Only a decision that is in need of review
would require such an unbecoming protection. The majority decision secks to prevent a
review of their deciston by imposing a significant cost to such a challenge,

It appears to me that this provision is an effort by government to squelch the
speech of those aggrieved by the Commission’s decision in this proceeding. Clearly,
parties have a right to appeal this decision. Clearly, these parties have a right to sue the
Commission in Federal court regarding issues of federal law. Clearly parties have the’
right to petition this Commission to rehear or modify this decision. This decision seeks
to suppress the ability of partics to exercise their rights. While, I do not kiow whether
the Commission’s action is legal or not, it is patently unfair. I¢annot and do not
embrace this unprecedented practice. Unforfunately, because of binding economic
imperatives, parti¢s may be forced to go forward under this decision rather than seek the
_ review this decision so richly deserves. :

In light of the shifting sands due 10 electric restructuring, the Commission can ill -
afford a }ackadaisical approach to its policy making regarding decisions that willhave - - -

long term implications for the competitive arena of this indusiry. The majority sought to
change the landscape of the Commission’s QF policies. While, this may be a laudable
goal, it is a goal that can only be achieved through a fair process. The Commission did
not have an opportunity to investigate the issue or any opportunity to investigate other -
means of reaching the same policy objective. In my mind, this creates conditions that
almost certainly will lead to less than optimal policies and potential economic distortions
over time. ‘

San Francisco CA
October 17, 1996

s/ Jessie J. Knight

Jessie J. Knight
Commissioner
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Jessie. J. Knight Jr., Commissioner: Pissenting

I cannot support the majority in this proceeding. In my view the majority has run
roughshod over the due process sights of the partics and its own decision-making process.
This decision strays beyond the record in several areas and Is clearly an attempt by the
majority to modify the Commission’s policies related to Qualifying Facilitics (QFs)
purchases by uftilities in the first available proceeding, regardiess whether the issues they
sought (o address were al issue in the proceeding. As the assigned Commissioner in this
case, it is my view that this proceeding was clearly limited to the merits of altering the
term of the contracts. No other policy changes were at issue in this proceeding.
Furthermore, the majority has undermined the Commission’s settlement policy and has
done significant harm to our efforts to use the setilement process to resolve difficult
issues. However, the Commission has acted and the utilities are obligated to sign USO1
and SO3 contracts with those QFs that tender such agreements.

‘The majority adopted the Joint Recommendation of the parties and then changed
the basic assumptions which undertie the settlement. This action runs a high risk of
having a chilling effect on settlements among parties. The parties at a minimum should
have been afforded an opportunily to re-negotiate or dissolve their agreement based on
the reasoning and newfashioned policies included in the majority’s decision. Contrary to
the spirit of the majority’s ruling, the parties should have been commended by the
Commission for their efforis to promote the continuance of business during the transition
to a competilive market while protecting consumers for the risks associated with 30 year
power purchase commitnieats.

If the Commission reliés upon seitlements to résolve issues, we must respéct the
process in which they occur. YWe are of course required to réject settlements, agreements
and joint recommendations that we find counter to the public interest. However, the
majority sought to undermine the very agreement which lhey clainkd to accept in this
case. Itis interesting to note that all of the partics lo the joint recommendation supported
the original proposed decision while only one of those parties supported the altemate
eventually adopted by the majority.

The Commission erred in Ordering Paragraph 7, which suspends the USO1 and
SO3 contracts in 1998. The parties to this proceeding were never infornied that such a
suspension of the program was contemplated as a result of the applications of these
utilities. Rather, the applicants simply sought to change the (erm of the contract from 30
years to one year. In fact, each of the applications of the utilities provided automatic
_ renewal of the contracts on a year-to- -year basis. The applicants did not seek to suspend -
this program; they merely sought to reduce the term of the contracts to one year. Atno
time prior to the close of the record in this case were the parties noticed that it was the
. intent of the Commission to consider the suspension of the USO1 and SO3 contracts at
" some poinl in the future. The majority has no evidence as to the reasonableness of this - -

LY
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policy change and nothing upon which to base an assertion that this policy change is in
the public interest.

While it is true, as the majority notes, that the Commission has the authority to
change, modify or add to past policies, the Commission may not act without an
opportunity for the affected interests to be heard with respect to the policy change,
modification or addition. No such opportunity was afforded the partics in this
proceeding. Hence, the majority has violated the due process rights of the parties
involved in this proceeding. Furthermore, with the broadening of the scope of this
decision beyond issues raised by the applications, the due process rights of non-
participants were also violated in that they were also not aware of the s¢ope of the issues
to be addressed.

The majority draws a distinction betwéen “small tax advantaged landfill biomass
QFs" and other QFs, altowing them 16 rely upon obtaining regulatory must-take status,
even if the date of formation of their agreement with PG&B, SCB and SDG&B is after
December 20, 1995, There is nothing on the record to support such a distinction and
such discriminatory treatment. While I support the cutcome, which serves to allow the
development of these projects, I cannol discriminate against other QFs who happen not to
fall into this favored classification, without having the relative merits preseated and
objectively ruled upon by the Commission. The public would be well servedbya
thorough analytical investigation of the merits and demerits of such an approach.

The majority recognizes that the plain nieaning of “grandfathered” is a provision
in a new law or regulation exempling those already in or part of the ¢xisting system which
is being regutated. Clearly these small tax- advantaged landfill biomass projects were not
grandfathered under D.95-12-052. Hence, the majority is forced to carve out a
discriminatory exception and did so in an arbitrary manner without record support for the
change. Why is this exemption limited to only small tax advantaged QF that used
landfill biomass as a fuel source? Should landfill biomass projects that are not tax
advantaged be allowed similar treatment? Should other small QFs, other biomass QFs, or
other reniéwable QFs also be granted such an exemption? The majority has no supporting
evidence that can be cited and no record that this discrimination is reasonable. Just
because these QFs are “distinguishable" does not justify discrimination.

Finally, the majority's decision seeks (o prevent parties fr(')m'exercising their
constitutional right to petition government. The California Constitution assures parties
the right to appeal decisions by this Commission (6 the California Supreme Court. This

decision secks to prevent parties from seeking to challenge this Commission’s decisionin

this matter by effectively creating a “poison pill” provision that the parties must swallow
if they seek to advance their nght 1o appeal or (0 challenge this Conimission’s policies
under PURPA. A party exercising its right to appeal automatically suspends the
Commission’s USO1 and SO3 program according to the majority decision. This problem
is further aggravated because one party challenging this decision In any forum has the
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SO3 program for all participants.

This is clearly an attempt by the majority o prevent parties from challenging this
decision. It scems to me that a well reasoned decision based on a well developed record
would have little to fear from such a challenge. Only a decision that is in nced of review
would require such an unbeconiing protection. The majority decision sceks to prevent a
review of their decision by imposing a significant cost to such a challenge.

It appears to me that this provision is an effort by government (o squelch the
speech of those aggrieved by the Commission’s decision in this proceeding. Clearly,
parties have a right to appeal this decision. Clearly, these parties have a right to sue the
Commission in Federal court regarding issues of federal law. Clearly parties have the
right to petition this Commission to rehear or modify this decision. This decision seeks
to suppress the ability of pames to exercisc their rights. While, Ido not know whether
the Commission’s action is legal or not, it is pateatly unfair. 1 cannot and do not
embrace this unprecedented practice. Unfortunately, because of binding economic
imperatives, parties may be forced to go forward under this decision rather than seek the
review this decision so richly deserves.

In light of the shifting sands due to electric restructuring, the Commission can ill
afford a lackadaisical approach to its policy making regarding decisions that will have
fong term implications for the competitive arena of this industry. The majority sought to
change the landscape of the Commission’s QF policies. While, this may be a laudable
goal, it is a goal that can only be achieved through a fair process. The Commission did
not have an opportunity to investigate the issue or any épportunity to investigate othet
means of reaching the same policy objective. In my mind, this creates conditions that
almost certainly will lead to less than optimal policies and potential economic distortions
over time.

San Francisco CA

Ogctober 17, 1 'l'
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PRESIDENT P. GREGORY CONLON, CONCURRING:

_ This was a decision in which I wmet numerous times with the
affected parties'and extensively considered the arguments before
reaching my decisfon. I base my vote on this decision on my
vision of what the Power Exchange should 1ook like. In the Power
Exchange, electric generators should compete against each other,
with only the lowest cost providers being dispatched and
receiving the market -clearing price. Achievement of this vision
is not enhanced by ‘having the existing electric utilities ‘
continue to offer long-term contracts with nust - -take provisions,
1f companies such as New EBnergy Ventures are willing to go out on
their own and purchase over 500 megawatts of electricity for sale
directly to California end-users, I see no reason why the
developers of new cogeneration and qualilfying facilities (QFs)
could not do the samé, financing their projects with purchase
contracts from end-users rather than the utility. '

Nonétheless, I approve of the settlement's Shortening of the
length of the Standard Offer 1 contracts to coincide with the end
of our electric restfuctuting transition period. I also approve
of the guidance-contained in this decision on the .issues of
generation dispatch and must-take provisions.

This decision adopts slightly different treatment for QF
projects associated with tax-advantaged landfill projects. These
projects provide essential public policy benefits to California’s
municipalitles and it is imperat1Ve that the prOJects receive
signed contracts and secure f1nancing before the end of the year
in order to take advantage of avallable tax benefits. I

therefore fully eéexpect that the utilities which were signatories
to the settlement will s1gn ‘the . appropriate contracts as soon as
this decision becomes effective. ’ ;
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I also remind landfill QF developers of the decision's

" discussion on the issue of contract formation. This should
clarify when a valid contract is presumed to exist between the
utility and the QF. This language'should brovide sufficient
assurance that valid contracts for the projects exist and that
‘the necessary financial committments can be made prior to
December 31, 19%6. :

San Francisco, California
October 15, 1996

F%,W Conblor

P. GREGOY
President




