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Decision 98-09-027 Sellteulber 3, 1998 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

Joint Application for' Approval of Exemption From 
Competition Transition Costs Pursuant to Public 
Utilities Code Section 372(c)(1) o( Pacific Gas and 
Electric ~()mpany and Glenwood Inri" LLC and 
Lunardi Markel. 

(U39 E) 

OPINION 

Summary 

Application 98-07-014 
(Filed July 7, 1998) 

Pursuant to § 372(c),t Pacific Gas and Electric Company (PG&E), 

Glenwood hu\J and Lunardi ~farket (joint applicants) filed a joint application on 

Jut}· 7, 1998 seeking approval of the exemption from competition transition 

charge~ (ere), as provided under § 372(c) (1) for on-site load served by 

cogeneration. '\'e approve the request (or exemption froin ere. 

Background 
Section 372 addresses exenlptions fronl ere fol' certain cogeneration and 

sell-cogeneration projects, and authorizes the Con\nussioI\ to grant further 

exen\ptions upon utility application. Section 372(c) gives the utility the 

opportunity to seek further ere exemptions for certain load and requires that 

we authorize the joint application within 60 days if certain conditions ate Owt. 

Section 372(c) states, in relevant part: 

the commission shall authorize, within 60 days of the receipt 0( a joint 
application from the serving utility and One or more interested parties, 
applicabilit}· conditions as follows: 

1 All statutolY references are t6 the Public Utilities Code. 
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(1) the costs identified in sections 367, 368, 375, and 376 shall not, prior to 
June 30,2000, aprl)' to load served onsite by a nonmobile . 
sdf-<ogeneration or cogeneration facility that became operational on or 
after De<"ember 20, 1995. 

Sections 367, 368,375, and 376 address various aspects of transition costs. The 

costs addressed in §§ 367, 368, and 375 are transition costs; e.g., the net abo\'~market 

costs associated with uneconomic getleration·related assets and obligations and 

emplo),ee·related.transition costs. Section 376 concerns how reco\'eI)' of other costs 

affects th~ seheme (or recovery of tTansition costs. It is important to distinguish 

beh,'een transition costs and the etC. The ere is a charge delineated on each 

customers bill as a separate nonb)'passable charge, which \"iIl generate reVenue to 

allow the utilities to recoup their transition costs. The statutory provision that the 

allocation of transition cost responsibility shall not result in tate increaseS above the 

June 10, 1996Ie\'els(§ 368(a» means·that the ere portion of a given bill be computed on 

a residual basis; i.e., the difference behveen the total rate and all other authorized 

charges, including the PoWer Exchange price. Thus, the etc is a coinponent of the 

frozen rate alld if this exemption is granted, jOint applicants would be exempt (Tom the 

ere. 

JoInt application 

Joint applicants assert that their application meets all of the criteria specified in 

§ 372(c)(1). The joint applic~tion seeks .an exemption only for service to on·site loads 

and ~he exemption will not apply to loads served off-site front the cogeneration facility. 

The projects are expected to operate as cogenerators, with operations consistent with 

§ 218.5.2 Each cogeneration plant coveted b}' this application is nonrllobile and became 

operational after DeCember 20, 1995. Joint applicants have verified that their operations 

will be consistent with § 218 as it existed on December 20, 1995, as required by § 372{d). 

l Section 218.5 sets forth standards a generation facility must meet in order to be 
considered a cogeneration facility. 
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Joint applicants request that ratemaking be consistent with the provisions of 

§ 367(e} and the associated ratemaking mechanisms prescribed in Dedsion 

(0.) 97-Q6-060. Section 367(e) proVides that a firewall be established such that the costs 

of erc exemptions granted to members of the combined class of residential and sli\all 

commerdal customers are recovered only from those customers, and that the costs of 

ere ex~mptions granted to memberS of the combined class other than residential and 

small comn\etdal customers be recovered only from those customers. These customers 

are called 14 Large Customers" ill PG&Ejs electric preliminary statement. An the load 

addressed in this application falls within the " Large Customer" class. 

Finally, joint applicants request that approval for this exemption be granted as of 

the date the tespectiv~ cogeneration units became o~rational. 

Discussion 
As set forth in Application (A.) 98-07-014 and the clccoinpAn),ing. exhibits, joint 

applicants "\eet the criteria established by § 37i(c)(1); therefore, this application shou14 

be appro\·ed. Prior to June 30,2000, Glenwood In", LLC and Lunatdi ~farket are 

exempt (ton\ ere to the extent that load is served onsite by a nonmobile 

self-<ogeneration or cogeneration fdcility that became operational on Or after 

l)e(ember 10, 1995,3 Ratemaking should be consistent with the provisions of § 367(e) 

and the associated ratemaking mechanisn\s prescribed in 0.97-06-060, such that the 

prOVisions of the firewall are met. PG&E n\ust track and maintain records or this 

exemption. 

The exemptions are grolnted as ofthe date of this dedsion. The Lunc\tdi market 

facility was estimated to be operational as or June 30, 1998. The Glenwood Inn facility 

is expected to be operational as of Octoberl 1998. "'e cannot approve exemptions that 

pre-date the issuance of our decision today. 

l Section 372(a){4) provides that the uneconomic costs specified in §§ 361, 368, 375, and 
376 shall not appl}t after Jun~ 30, :2000, to any load sen'ed onsite or under an oVer the 
fence arrangement by any nonmobile self-<ogeneration or c6generation (aciUty. 
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In Resolution ALJ 1'16-2997, datcd July 23, 1998, the Commission 

preUO\inarily categorized this proce~ding as ratcsetting, and 'ptelinUnaril}' 

detemuned that hearings were not necessary.' No protests have been received, 

although SOuthern California Edison CODlpany (Edison) has responded to the 

application in order to appri~e the ConunissiOI\ of its interest in this proceeding. 

Edison does not object to the relief sought in the John applkation. Given this 

status, public he'arirtg is not necess~', and it is not necessary to alter the 

prelinUnarydetenninations made in Resolution ALJ 176-2997. 

Findings cSf Fact 

1. The projects are expected to operate as cog~nel'at()rs, with operations 

consistent with § 218.5. 

2. The ere exemption authorized in § 372(c)(1) applies ortly to serVice lot 

on-site loads and the exemptions will not apply to loads served oft-site from the 

cogeneratiori facUity. 

3. Prior to JOOe 30, 2060, Clenwood Inn, Ltc and Lurtardi l\farket ate 

exempt (rom erc to the extent that load is served oJ\siteby a rt6nn\obile 

seli-cogeneration or cogeneration facility that becaote operational on or after 

December 20, 1995. 

4. Ratemaking should be consistent with ·the provisions of § 367(e) and the 

associated rateo\aking mechanisms prescribed in 0.97-06-060, such that the 

pro\'isions of the firewall are met. PG&E must track and D\amtain records of this 

exemption. _ 

Conclusions of Law 
1. Section 372(c) authorizes the Commission to grant a joint application 

seeking furth~r crCexemptiol\s to certainloauand requires that we _authorize 
. . 

,the joint application within 60 days if certam conditions are Olet. 
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1\.98-07·014 ALJI ANG/avs * 
2. As ~et forth in A.98-07-014 and the accompanying exhibits, joint 

applicants n\eet the criteria established by § 372(c)(1); therefore, this application· 

should be approved. 

3. Joint applicants have verified that their operations will be consistent with 

§ 218 as it existed on December 20, 1995, as requited by § 37i(d). 

4. The exemptions are granted as of the date of this decision. 

s. No protests have been received; therefore, public hearing is not necessary, 

and it is not necesSary to alter the prelitninary d.etermi.rlations made in 
Resolution ALl 116-2997.· . 

6. This order s}:tould be effective today, so that the erc exemptions Cah be 
:.< - . 

implemented in an expeditious manner~ 

7. This prOceedU\g should ~ dosed • 

. ORDER 

IT IS ORDERED that 

1. The joint application of Pad/ic Gas and Electric Company (PG&E), 
. . 

Glertwood Inn, Ltc, and Lunardi ~Iarket for an exemption form competition 

transition costs (Cfe) pursuant to Public Utilities (PU) Code § 372(c)(1) is 

granted. 

2. PG&E shall track and o\amtam records of the exemptioris granted today 

in a manner consistent with that established by PU Code § 367(e) and the 

raten\aking established in Decision 97-06-060, such that the provisions of the 

firewall are met. 

3. The exenlptions are effective as of the issuance of this decision. 
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4. Ap}llic"UOll 98-07-014 Is closed. 

This order is effective today. 

Ddted September 3, 1998, at San Francisco, California. 

·6· 

RICHARD A. BILAS . 
President· 

P. GREGORY CONLON 
JESsIl~ J. Kt'JIGHT,JR. 
HENRY M. DUQUE 
JOSIAH L. NEEPER 

Commissioners 


