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PUBLIC UTILITIES COMNISSION OF THE STATE OF CALIFORNIA

. COMMISSION ADVISORY ‘ RESOLUTION E-3139
AND COMPLIANCE DIVISION July 19, 1989
Energy Branch

RESOLUTION
RESOLUTION E-3139. PACIFIC GAS &
AUTHORIZED TO REVISE ITS CUR!
FOR ENERGY PRICES PAID TO QUALI |
COMPLIANCE WITH PRIOR COMMISSION ORDER,

BY ADVICE LETTER 1237-E, FILED FEBRUARY 1, 1989 AND
SUPPLEMENTAL - ADVICE LETTERS 1237-E-A, 1237-E-B AND
1237-E-C, FILED APRIL 11, 1989, APRIL 17, 1989 AND :
JUNE 26, 1989, RESPECTIVELY, : '

SUMMARY

1. = By Advice ILétter 1237-E, filed February 1, 3989, and
Suppleénéntal Advicé‘_Léttérs;,1237eE—A,..1237a3—3 and 1237-g-C,
filed  April 11, 1989, april 17, 1989 and June 26, 1989,
respectively, Pacific Gas & Electric Company (PG&E) requésts
authorization to revise its "geothermal addér” which is a
component to be added to the énérgy pricé for those qualifying
facilities (QFs) who are paid variable energy prices, This filing
is made annually pursuant to the provisions of Ordering Paragraph
20 of Decision 86-12-091. :

2. suppleﬁéntal A@vice Letter 1237-E-C supércedeé ,'aﬁd 
replaces all calculations submitted with Advice Letters 1237-F,

7 1237-E-A and 1237-E-B and these prior advice letters  are

hithdfawn. 

3. This resolution approves PGLE’S reéqueést, in Advicé Letter
1237-E-C, to décreéase the geothermal adder from $0.0005866/kwh to
$0.0004167/kwh and sets the effective date at May 1, 1989, o

BACKGROUND

1. , The energy prices which are paid to OF projects are
determined by avoided costs. This approach measurés the savings
in PG4&E’s electric system operating costs due to the availability
of QF energy. Thése savings are then pald back to the QFs. PGELE
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saves on geothérmal costs because QF éneggy helps to offset
higher-cost geothermal energy from stéam producers,

2, The contractual geothermal stean grices aré determined by
a formula establishéed by PGL(E in Advice Letter 1138-E, dated
January 30, 1987. This.formula was derived fronm the provisions of
commission Decisions 86-08-083 and 86-12-091 and is éssentially
based on the amount of conventional thermal anq nucléayr
generation costs PG&E incurs, The geothermal steanm prices ave
recalculated annually, qsing PG&E’s results of operatiens for thé
past year as thé basis for the néw stean price the coming yéar
(the stéam price is calculated with a one-year lag)« sincé " the
availability of QF enérgy réducés the cost of PGLE’s thermal
genération, QF énergy indirectly réduces the ?éothermal stéan
price. The reduction in géothermal steam price Is a cost savings
which translatés into into a value known as *geothermal adder¥,
which is then paid to OFs. :

3. _ Ordering Paragraph 20 of Decision 86-12-091 requires PGLE
to update the “geothermal adder”, based on avoided geothermal
costs due to QF productien, annually, This filing is the sécénd
annual  update. -The current geothermal adder was filed by
Supplémental Advicée Letter 1190—3-5,; (June 3, 1488) and was
approved by Connission Resolution E-3080 on July 8, 1988,

NOTICR

1. Public notification of these filings have been madée by
- mailing copies of each advice létter and related tariff shéets to

other utilities, governméntal agenciés and to all interestéd .
partiés who requestéd such notification. Workpapers supporting
the final revisions presentéd by Advice Letter 1237-BE-C have not
been mailed to any of the abové partiés but were available fronm
PG&E upon request.

PROTESTS

1. . On  February 21, 1989, the Law Firm- of Morrison &
Foerster, représénting the califérnia Cogéneration council (ccc);
filed a protést to Advicée Letter 1237-R, At issue was the -
effective date of the payment revision and the amount of thé
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2 Suppleméntal Advicé Letters 1237-E-A and  1237-E-B  were
tilea on April 11, 1989 and April 17, 1989, respectively to
correct errors in the calculations used in the initial filing and

subsequently discovered by PG&E.

3. on May 9, 1989, ccC filed a supglémental protest to
PG&E’s  Supplemental Advice Lettér filings and requésted
additional time to analyzé PGEE’s filings and to prépare a
protest. oOn May 24, 1989, CcCCc filed an additional proteéest to thé
Suppléméntal Advicé Letter filings, challenging two aspécts of
the geothermal calculations.

3 Since that time PGLE and CCC have met and conférred to
weigh the merits of thé issues of the filing and to resolve the
points of differences.

5. Supplemental Advice Lettér 1237-E-C is the compronise
agreemént betweéén PGLE and CCC. PGER’S response to CCC’s - latest
orotest consistéd of the filing of Advice Letter 1237-E-¢, which
?s the culmination of meetings bétween the two parties and the
arrival at an agreement mutually accéptable to both sides.

DISCUSSION

Sy o Due to errors in the calculations and a dispute in:.the

methodolégy used to calculaté the géothermal ‘adder; . PG&E
initially filed for an incréase in the . geothermal adder to
$0.0007906/kwh. This has since béén revised threé times, with the
resultant determination, as presentéd by Advice Letter 1237-E-C,

describéd in Paragraph 2 below.

2. . Récorded, as-available, OF préduction was 6,173,656,607
kwh for the twelve months ending November 30, 1988. Using - the
- formula - gérivéd fronm Décisions. 86-08-083 and 86-12-091, the

géothérmal raté calculated in Advicé Letter 1237-E-C, without thé
relevant OFs for the same périod would create geothermal savings
of $2,913,104. Dividing this by thé Ener Cost Adjustmént clause
(ECAC) forecast of variableé QF generation produces a géothermal

adder of $0.0004167/kwh for - a decréase of approximately 29
percent from the currently effectivé addér of $0.0005866/xwh.
3. " Decision 86-12-091 specifiés that, following Commission
approval, thé geothermal adder may be reviséd only at the
beginning of each quarter, i.e.: February 1, May 1, August 1, or
November 1.
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4. In the initial filing, 1237-E, PGiE requested to file the
modified adder in its *braft Energy Prices For oQualified
Facilities”, effective May 1, 1989.

5. The initial protest filed by ¢cce¢ on February 21, 1989,
objected to this requested effective date of the | revised
geothérmal  addexr. The CCC claimed that Decision 86-12-091

specifies that the revisions to the geothermal adder must be mage
effective on February 1 of each year. :

6. The CCC,has voiced a similar objection to the efféctve

date of the reviséd geothermal adder from the previous year,
which was filed by Advicé Letter 1190-E on Fébruary 1}, 1688,

7 After somé re-calculatijons, Supplemental Advice Lettér
1190-E-A (filed June 3, 1988) was approvéd for £iling on July s,
1988, Dby Resolution E-3080, which placed the revised geothérmal
adder into effect at the start of the next. available quarter,
namély August 1, 1988. The CCC filed a letter with thé commissién
on January 10, 1989, conténding that the effective date of. the
1988 révision to the geothermal adder should have been Fébruary
1, 1988, and requesting retroactive payménts for the period
between February 1 and July 31 of that year. ; o
8. , _February 1, 1987 was seléctéd by the Commission “in
Decision 86-12-091 as the éffective daté of the first géothérmal
adder componént in order to coincide with thé start of thé next
availablé quarterly pricé change. No further Comnission action
was required at that time as thé authority to file this rate wae
vested in Deéecision 86-12-091. o

9. - Additionally, PGLE was instructed to revise - the
geothermal adder payménts on an annual basis, Howevér, any such
revision required additional Commission ap -

10, PG&E contended that thé calculations nééded to détermine
the new geothérmal adder dépendeéd upon reécorded data :through
Novémber 30 . of éach yéar and that it take approximateély 30 days
from the date that thé “books are closéd” until that information
is availablée for use in computations. Allowing for the required
40 days review time whén an advice letter is £iled, it is “just

not possible for the utility to préepare an accurate advice létter
filing in time for Commission approval pPrior to February 1 of
each year. : ’
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11, During the recént discussions held between PGLE and cCce,
it was détermined that the February 1 effective date is not
practical due to insufficient data at that time and that the
effective date for the revised geothermal adder should be May 1
for both 1988 and 1989, as well as for all future years.

12, . Therefore, PG&E reéquests, and CCC concurs, that this
revised geothermal adder, as presented by Advice Letter 1237-E-C
should bé made éffective as of May 1, 198% and that commission
Resolution E-3080 should bée modified ~to make the revised
geothermal adder filed by Advice Letter 1190-E-A effective as of
May 1, 1988. -

13, PGLE  further réquests that the Commission allow PGSE 90
days within which to a&just any retroactive payments to QPs as
ordéred by this resolution.

14, At issue here aré payments and not rates, _Therefore any
such action as described above would not constitite retroactive
rate making and thus is not prohibited by thé PUC code. -

- filed on April 11, 1489 and April 17, 1983, respectively, due to
discovered errors in the inftial filing.

1s. Suppleméntal Advice ‘Letters 1137-E-A and 1137-E-B wers

16, The sécond protest from ccCc filéd on May 24, 1989,
challenged two aspécts of PGLE’s geotherral addér calculations.
First, Ccc contended that PG&E incorrectly calculated the average
utility = electric generation (UEG) gas price in the adder
calculation, o ' .

Advicé Yetters 1237-E, 1237-E-A and 1237-E-B is an avérage " price

17. Thé gas price that PGLE uséd to calculaté the adder in

dérived from the applicableée tariffs in effect from Décembér 1987
to November 1988 (Schédulé G-55 through April - 30, 1988 and
Schedulés G-UEG, G-NR2, and G-PC thereafter) and the actual UEG
throughput in that périod. CCC conténds that a more appropriate
nmethodology for calculating thé gas price would bé to calculate
thé respéctive actual monthly averagé UEG rates based on actual

monthly UEG throughput and revenues.

18, After discussions with ¢cc, PGER agrées with  c¢ceé’s
suggestion  that actual monthly average UEG gas ratés are
appropriaté to use in calculating the gedthermal adder. The UEG
customer charge tariff components, however, are excluded since
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the Conmission determined in becision . 88-07-024 that customer

costs are not avoided by QF power purchases. Supplemental Advice
Letter 1237-E-C reflects PGLE’s adoption of  ocCC’s proposed
methodology.

19, . CCC'’s second. point of dispute concérns PG&EB’s
classification of certa n  non-zero band width Interim Standard
offér 4, Energy Payment Option 3 (ISO4/EPO3) QFs as fixead price
rather than variableée pricea. o

20, CCC contends that QFs with band widths large - énough " to
allow the use of a variable, incremental energy rate should be
classified as variablé priced. For thé purpose of calculating the
1989 geothérmal adder, CCC believes that it has identified two
such QFs that would be classified from fixed to variabie priced.
" However, reclassification of these two - QFs would have
insignificant effect on the 1989 geothérmal adder. :

21, After extensive discussions among CCC, - PGSE And the
Commission’s Division of Ratépayer _Advocatés (DRA), CCC has
agreed to allow PGSE to classify ail ISO4/EPO3 QFs as fixed pricé
for purposeés of the 1989 géothérmal adder. _ L

22, However, treating thése QFs as fixed price for the
purposés of the 1989 géothermal adder wguld not set preécedént for
classification of 1SO4/EPO3 QFs eithér in future géothermal adder
calculations or othér QF-related calculations, nor would it
precludée CCC or PGLE from requésting that this issue be addressed
in the future by the Comnission.

23, As a result of thé sbove determinations, Advice Letter

1237-E-C does not modify the fixed/variable split submittea by
- Advice Letter 1237-E-B. __ ]

24, The Commission Advisory and compliance pivision (CACD)

has réviewéd these filings. CACD believes ‘that the proposed
revision to the geothermal adder, as submitted by = Advicé Letter
1237-E-C is reéasonablé beécausé it was calculated in accordance

with the formulae specifiéd in Decisions 86-08-083 ana 86-12-091,
and thé final calculation méthodology is acceptable to béth
PGLE and CCC. ' _ o '

25, Thé CACD further beliéves that the efféctive date of May -

1 of each year as agreéd upon by both parties, is also reasonable
in that it allows sufficient tine for Comnission review after all
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of the recorded data has been submitted. Making both the 1983 and
the 1989 geothermal adder revisions efféctive dn those respective
dates would allow for uniformity and would remove any objections

raised by CCC as to the effective dates of tha geothermal adder
revisions.

26, In order to avoid such disputes in the future, tha CcaACH
recommends that PGLE maké an advice létter filing ,revising the
Preliminary Statement of its filed Electric Tariffs teo include a
section describing the method and timing of payments to OFs as
déetermined by this resolution. :

27. This f£iling will not increase any rate - or charge,
chfliég with other schedulés or rules, nor cause the withdrawal
of service.

FINDINGS

1, PGLE's request, as filed by Advice Letter 1237-B-¢, to
revise its géothermal adder from $0.0005866/kwh to $0.0004167/kw
is the culmination of discussions betwéen PG&E and €CCC; .- and . is
based on the methodology agréed upon by both partiés and the
formulaé contained in Décisioens 85-08-042 and 86-12-091: For
thése reasons, this reévised geothermal adder is “Just and

reasonable, and therefore, should be adopted. .

2. PG&E’s request to make the revised geothérmal adder
effective May 1, 1989, is also a culmination of the discussions
betwéen PG&E and CCC and is also just and reasonable and should
be adopted. . C

3.  For the above reasons, Commission Resolution E-3080
should bé modified to change the efféctivé date for the revised
geothérmal adder for 1988 to May 1, 1988. - ‘

4. _  The reviséd  geothermal adders reflect payments to
suppliérs and not ratés to customérs, Théréfore, this does not
constitute retroactive ratemaking and thus, the abové reguésts to
make the effectivé dates for both the 1988 and the 1989 révisions
to the geothérmal adder effective on May 1 of the respéctive
years should beée granted. ' - S

5. PG&E should have adequate time to adjust its payménts to
the QFs in order to reéflect the retroactive éffective dates
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described above and therefore the ninety (90) days requésteda by
PG&E is just and reasonable. :

6. At the end of that nineéty day périod, PGLE should have an

-additional thirty (30) days in wh ch to file a report to the
Commission on the final disposition of all QF accounts for both
the 1988 and the 1989 revised geothermal adder conponent. ‘
7. Also, within ninety days of the effectiva date 6f ~this
order, PGLE should subnit an advice letter filfng, revising the
Preliminary Statement of the filéd Eléctric Tariffe to include
languagé déscribing the methodology and the timing to bé uséd in
revising the geothermal addér component of payments " to QFs.,
specifically, this _section should state that the utility wild
file the reviséd filing with the Comnission on or before Fébruary
1 of each year and that such revised paymént component should
become éffective on May 1 of that year, L

8. Finally, Advice Létters 1237-E, 1237-E-A and 1237-E-B and
all accompanying tariff shéets and calculations are alil
supercédéd and, réplaced by Advice Letter 1237-E-C and should
thereforée, bé withdrawn, without prejudice. o .
THEREFORE, IT IS ORDERED that:

1. . Pacific Gas & Electric company is “authorized wundér ' the
provisions of Decisions 85-08-042 and 86-12-061 to révise the
geothermal addér component of payménts to Qualifying Facilities
fronm $0.0005866 pér kwh to $0.0004167 per kwh.

2, Such revision to the geothérmal adder\éhall apply to- all
payménts made to QFs on and after May 1, 1989. :

3., Under thé provisions of Séction 490 of the Public
Utilities Code, commission Résolution E-3080 is hereby modified
to make thé éffective daté of the 1988 revisead geothermal adder
conponent May 1, 1988. : '

4, Within ninety (90) days of thée eéffective date of “ this
order, Pacific Gas' & Electric Company shall reconcile all QF
accounts to adjust for the retroactive revised ' payments  as of
May 1, 1988 and May 1, 1989, réspectively, and shall réport to
thé Commission on the current - disposition of all QF accounts
within one hundred anda twenty (120) days after the éffective date
of this order. :
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5. - Within ninety _(901 -days of thé effective daté of this
order, Pacific Gas & Eléctric con any ‘shall submit an advice
letter filing  revising the Prelininary Statement of the filed
Eléctric Tariffs to detail the nethodology and the timing of
filing revisions to the geothernal adder components of payments
to Qualifying Facilities. _ -
6. . Advicé Létters 1237-E, 1237-E-A and 1237-E-B, togéther
with all accompanying tariff sheets and workpapers are superceded
and withdrawn., ‘ ‘ SR _ o

7. Advice Letter 123j4ﬁ;c1ahd,accompahyiﬁg,attachmeﬁts shall -

be narked t6 show that - they were approved for filing by
.CommisSion’Re§01uti6ﬁ E-3139, ~ S T T

8. The effective date of this resolution is the date hereot.

I hereby certify that this ~résolution'was adopted . -
by thé Public Utilities Commission at its reguiar =
" nmeeting on“July 19, 1989, The following Commissioners - °
- approvéd ity S T R

G. MITCHELL WILX - RN AT
President - Executive Director -
FREDERICK R. DUDA ~ T , A S
STANLEY W. HULETT ' :
JOHN B. CHANIAN
Comissioners

Commissioner Patricia M. Eckért,
- being neceéssarily absent, did
not participate. :




