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The Proposed Decision Clarifying CommissionPolicy on GreenhouseGas Cost 

Responsibility for ContfetMsuted Prior to fhessageof Assembly Bill ("BD") 

appropriately addresses a norfhtosntentious issues that hapertafceg in this proceeding 

concerning the Commission'sholeresolving disputes betweefflittas and contracting 

parties regarding naohlal responsibility greenhouse gas ("GFIG") compliance costs. The 

PDis well-reasoned and Pacific Gas arid EGtotnpan^("PG&E") generally supports its 

adoption by the Commission. Flowever, some modifi cart© rrascessary to address the specific 

circumstances with regard to diiepatBtion efforts between PG&Eand PanocheEnergy 

Center ("Panoche"). These modificatioratescaitesd in more detail below. 

PG&Ehas been able to successfully ratiegptfitracts with almost all of its 

counterparties to pre-Assembl^ASI') 32 contracts to providesrfurterity and certainty 

with respect to GFIQbompliance cost resfitynsibi PG&Eias reqirisirad received 

Commissionapproval for a numberof these renegotiated a^r^fcaneBtseis 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&Ehas beablento negotiate an aiwrtdvith to further address GHG 

compliance cost responsibility. aiRGI&fhocheengagedin negintrEBt for well over a year 

to try to resolve theofissdech party was responsible forco@ilflE£ince costs. After it 

becameevident to the partieihethralgotiations wereirarfessful, PG&Bnitiated dispute 

resolution under the terms ofetitsg 33©wer Purchase AgreementfPPA") in November2012. 

PG&Eand Panocheengagedin an arbitratioacesp,r including discovery, briefs, and five days 

of hearings. In May2013, at tbfe tbred arbitration procadsifrdtien filanconsisting of 

three arbitrators issifflydaahgranting PG&E'stwo requ^sfet Panochewas responsible for 

GHQbompliance costs and Panocheunderstood, tatiethte signed the PPA, that if there was a 

future change in the law that imposed a ©HQfcsostfacilities, hi'araudd have to bear 

that cost. 

Panochethen went to the Superior Court dctheaoabitraticaward, and was able to 

successfully argue that the award shoultfedbeoviapBDcedural grounds. PG&Ehas appealed 

the Superior Court's decisiotha&nchatter is currentl§tingDirefore the California Court of 

Appeal. 

PG&Es concerned that PD's requirement thaflitite utienegotiaife counterparties 

to pre-AB 32 contracts will effec&sely in returning PG&Bairabcheto square one. The 

parties spent more than a year in ne§nxtia/fciene unable to resetter differences. The 

parties then utilized the disffxuien reprovisions in RAdoPdetermine GHQbompliance 

cost responsibility. PG&Btemattssthat the PDcannot be vimittanway to address each 

unique contract situatiothe csHirrent status of discitastioBen each utility and its 

counterparties. However, the PD should be sraxifMd parties htoai already engaged in 

extensive negotiations and dfepotetion are not in®at|uto returnsqtoare one and re-start 

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

Conclusions of Law 

3. Utilities subjectmtais(§io>n jurisdiction shmritlnue to renegotiate 
Legacy Contracts in good faitJtev&top clear terms and conditions 
addressing GHGbost responstfeilior, where negotiafeflbrts have already 
occurred, utilize a ctiBtradispute resolutan/isions to determine GHG 
cost responsibility. 

Ordering Paragraphs 

1. Electric utilities con/trittets executed prior [txastage of Assembly 
Bill 32 (the Global WarmingSolutionathaActljack specific terms and 
conditions assigning greenhouse gaespmstsibility re ardered to 
continue to renegotifctesetcontracts to nenpreenhouse gas costs and 
responsibility for thosear®ostearly artiterfb in contracts or, where 
negotiation efforts have already ootiUgBsdcantract's dispute 
resolution provisions to det&hhtufcest responsibility. Absent 
successful renegotiation ancHomanBlrthrough dispute resolution, 
generators party to these contracted rmelyef through the November8, 
2013 GreenhouseGas Cap-and-Trade proposednaJments currently under 
consideration by theifdSaia Air Resources Board. 

These modifications makecleab; tefa least in PG&E'tbafcePG&Bind Panochedo not 

need to start over with itiegstia but can instead contpirsutodispute resolution through 

the appeal pending at California Court of Appeals. With these modifications, PG&Eully 

supports adoption of the PD. 

Respectfully submitted, 

PACIFICGASANDELECTRI C COMPANY 

CHRISTOPHHR WARNER 
CHARLEB. MIDDLEKAUFF 

By: /s/ Charles Middlekauff 
CHARLEISIIDDLEKAUFF 

Law Department 
Pacific Gas and Electric Company 
77 Beale Street, B30A-2487 
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San Francisco, CA 94105-1814 
Telephone: (415) 973-6971 
Facsimile: (415) 973-5520 
E-Mail: crmd@pge.com 

Dated: March 3, 2014 
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CERTIFICATEF SERVICE 
BY ELECTRONIC MAIL ANDCOURIER 

I, the undersign©!^ tlhat I am a citizen of thSt&Jestednd am employed in the 
City and County of San Francisco; that I amoeyearf tfeegbigen (18) ^sratsiot a party to 
the within cause; ancht^itisiness address is PacificancGStectric Company,Law 
Department B30A, 77 Beale Street, San Francisco, CA94105. 

On the 3rd day of March, 2014?dd (fcaube served a true copy of: 

PACIFICGASANDELECTRIC COMPANY(0 39 E) 
COMMENCD6IPROPOSEEECISION CLARIFYIN(EOMMISSI(M)LICYON 

GREENHOUSESCOSTRESPONSIBILITFTORC ONTRACTEXECUTEfERIOR 
TOTHEPASSAGGFASSEMBIBILL 32 

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

[XX] By Courier ansbtonic mail to the following: 

Melissa Semcer Michael Peevey, Commissioner 
Administrative Law Judge California Public Utilities Commission 
California Public Utilities Commis§i0>& Van Ness Avenue1,115Floor 
505 Van Ness Avenue1,h5Floor San Francisco, CA 94102 
San Francisco, CA 94102 

I certify and declare und^r pefi^erjury undee#Bsol the State of California that 
the foregoing is trueccanebt. 

Executed on this 3rd dl^acrfh, 2014, at San Francisco, California. 

/s/ Elizabeth Diamond 
ELIZABETHDIAMOND 
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