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TheProposed Decision Clarifying CommissionPolicy on GreenhouseGas Cost
Responsibility for ContEasdsuted Prior to Bassageof Assembly Bill (‘BR”)
appropriately addresses a nofmlmantentious issues that haperibieg in this proceeding
concerning the Commission’sioleresolving disputes betweetilities and contracting
parties regarding reohtal responsibilior greenhouse gas (“GHG”) compliance costs. The
PDis well-reasoned and Pacific Gasand E@empany(“PG&E”) generally supports its
adoption by the Commission. However, somemodificateonmsecessary to address the specific
circumstances with regard to diepatetion efforts between PG&End PanocheEnergy
Center (“Panoche”). These modificationescaiteed in more detail below.

PG&Has been able to successfully remeguntracts with almost all of its
counterparties to pre-Assemblff Adl) 32 contracts to providesrfustlrity and certainty
with respect to GHQ&ompliance cost respignsibi PG&Eas requestad received

Commissionapproval for a numberof these renegotiated agrdeamestsis the only

1 SeeDecision (“D.”) 13-01-003 (approving modifications to Starwood Power-Midwaycontract); D.13-
05-005 (approving modifications to Fresno Cogeneration contract); and D.13-08-009 (approving
modifications to Marsh Landing Generating Facility contract).
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counterparty that PG&Hhas beablento negotiate an anmridvith to further address GHG
compliance cost responsibility. aRGR&Nocheengagedin negairest for well over a year

to try to resolve theofissuech party wasresponsible forco@idliance costs. After it
becameevident to the partieshethatgotiations wereuttstessful, PG&Enitiated  dispute
resolution under the terms ofstitgy dxdower Purchase Agreement(“PPA”) in November2012.
PG&Eand Panocheengagedin an arbitratioocesgy including discovery, briefs, and five days
of hearings. In May2013, at tbe tersd arbitration  procadsifraien @larconsisting of
three arbitrators issumdamhgranting PG&E’stwo requékitd Panochewas responsible for
GHG&ompliance costs and Panocheunderstood, tahethié signed the PPA that if there wasa
future changein the law that imposed a GH@Dstfacilities, hé&avmdd have to bear

that cost.

Panochethen went to the Superior Court datheaeabitrati@ward, and was able to
successfully argue that the award shoultedbeomapeocedural grounds. PG&Has appealed
the Superior Court’s decisiothaandhatter is currentlgingodrefore the California  Court of
Appeal.

PG&Es concerned that PD’srequirement thatitidsee utenegotiaith wounterparties
to pre-AB 32 contracts will effectisely in returning PG&Bambcheto square one. The
parties spent morethan a year in negotiatiere unable to restihesr differences. The
parties then utilized the digputienreprovisions in RAdoPdetermine GHG&ompliance
cost responsibility. PG&Hsandssthat the PDcannot be vimittanway to address each
unique contract situatiothe aurrent status of discisdiwaen each utility and its
counterparties. However, the PDshould be swdifadd parties himed already engagedin
extensive negotiations and diggsotation are notimremjuto returnsqicare one and re-start

the entire process.
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To address this situation, PG&bPramoskdiowing modifications to the PD:

Conclusions of Law

3. Utilities  subjectmimisSion jurisdiction shoaritinue to renegotiate

Legacy Contracts in good faithevdétop clear terms and conditions

addressing GHQGost responsibilior, where negotiatiffiorts have already

occurred, utilize a cBatradispute resolubicovisions to determine GHG

cost responsibility.

Ordering Paragraphs

1. Electric utilities conkifitts executed prior pasHage of Assembly
Bill 32 (the Global WarmingSolutionghgctack specific terms and

conditions assigning greenhouse gasspuosisibility re ardered to

continue to renegotisetcontracts to rengmeenhouse gas costs and
responsibility  for thoseaareostiearly artitedbin contracts or, where

negotiation _efforts have already oetlizeedcantract’s dispute
resolution provisions to det&@hhigest responsibility. Absent
successful renegotiation anddemardrthrough dispute resolution,

generators party to these contraftsd melef through the NovemberS,

2013 GreenhouseGas Cap-and-Trade proposadraiments currently under

consideration by thefdfaia Air Resources Board.

These modifications makeclear, thl least in PG&E’ shase PG&End Panochedo not

need to start over with hiegstia but can instead contpursuedispute resolution through

the appeal pending at Qhlifornia Court of Appeals. With these modifications, PG&Hully

supports adoption of the PD.

Respectfully submitted,
PACIFICGASANDELECTRI C COMPANY
CHRISTOPHHR WARNER

CHARLER. MIDDLEKAUFF

By: /s/__Charles Middlekauff

CHARLEBIIDDLEKAUFF

Law Department
Pacific Gasand Electric Company
77 Beale Street, B30A-2487
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CERTIFICATEF SERVICE
BY ELECTRONIC MAIL ANDCOURIER

I, the undersignede $hat | ama citizen of th8tdlegednd amemployedin the
City and County of San Francisco; that | amowesf tei@ghdgen (18) yeafsiot a party to
the within cause; andni&usiness address is Pacifi@andsB@kectric  Company,Law
Department B30A, 77 Beale Street, San Francisco, CA94105.

Onthe 3rd day of March, 2014sdd ¢aube served a true copy of:
PACIFICGASANDELECTRIC COMPANY(S 39 E)
COMMENUSIPROPOSHIECISION CLARIFYIN&OMMISSIOMNOLICYON
GREENHOUSEASCOSTRESPONSIBILITFORC ONTRACEXECUTHEERIOR
TOTHEPASSAGEF ASSEMBIMLL 32

[XX] By Electronic Mail — serving the \aboe-mail transmission to each of the
parties listed oofficeal service list for R.11-03-012.

[XX] By Courier argtgbnic mail to the following:

Melissa Semcer Michael Peevey, Commissioner
Administrative Law Judge California Public Utilites  Commission
California  Public Utilities Commis&@5 Van Ness Avenue™5Floor

505 Van Ness Avenue'"5Floor San Francisco, CA 94102

San Francisco, CA 94102

I certify and declare undér pehgerjury undematieof the State of California that
the foregoing is truecanect.

Executed on this 3rd dManth, 2014, at San Francisco, California.

/s/ Elizabeth Diamond
ELIZABETHDIAMOND
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