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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Order Instituting Rulemaking to Promote Policy Rulemaking 04-04-003
and Program Coordination and Integration in (Filed April 1, 2004)
Electric Utility Resource Planning. (QF Issues)

Rulemaking 04-04-025
And Related Matter. (Filed April 22, 2004
(QF Issues)

ADMINISTRATIVE LAW JUDGE’S RULING
SEEKING COMMENTS ON NEXT STEPS FOR PROCEEDING

This assigned Administrative Law Judge’s Ruling seeks comments from
parties on the next steps concerning reconsideration of the Administrative Heat
Rate (AHR) in Rulemaking (R.) 04-04-003 and R.04-04-025. Parties wishing to file
comments in response to the questions raised in this Ruling may do so by
October 27, 2009. There shall be no reply comments.

Background

On November 24, 2008, the Commission issued Decision (D.) 08-11-062. In
that decision, the Commission stated that the AHR component of the market
index formula (MIF) adopted in D.07-09-040 for Southern California Edison
Company (SCE), San Diego Gas & Electric Company (SDG&E) and Pacific Gas

and Electric Company (PG&E) (these three entities are collectively referred to as

402717 -1-
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the investor-owned utilities or IOUs) may be in error.! Therefore, the
Commission decided, on its own motion, to reconsider the AHR adopted in
D.07-09-040.

On June 26, 2009, the IOUs, along with The Utility Reform Network
(TURN), California Cogeneration Council and Cogeneration Association of
California/Energy Producers and Users Coalition filed a joint motion requesting
that the reconsideration of the AHR component ordered in D.08-11-062 be held in
abeyance for up to 60 days while they pursued a global settlement resolving
issues surrounding IOU purchase of power from QFs. Among other things, the
negotiations included the heat rate to be used in calculating the payments to QFs
historically and going forward. On June 30, 2009, I granted this joint motion and
held reconsideration of the AHR in abeyance until August 25, 2009.

On August 24, 2009, SCE, SDG&E, and TURN filed a joint motion requesting a
further extension of the limited abeyance. This motion was granted on
August 28, 2009 and reconsideration of the AHR was held in abeyance until
October 1, 2009.

Discussion

Now that the limited abeyance has ended, I am seeking comments from
parties on next steps for this proceeding. On October 15, 2009, the Commission’s
Executive Director received a letter from PG&E and SDG&E seeking an extension

of time to comply with D.09-04-032.2 In their letter, PG&E and SDG&E refer to

I The MIF is the methodology for calculating the IOUs’ short-run avoided cost
payments for energy purchased from a qualifying facility (QF).

2 D.09-04-032 was also issued in these rulemakings and addressed a petition to modify
D.07-09-040.
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the settlement negotiations between the IOUs, QFs and consumer groups to
resolve QF issues and state that while the IOUs and QFs have made substantial
progress towards resolving the disputed issues, a settlement agreement has not
yet been completed. Therefore, PG&E and SDG&E requested a further extension
of their requirement to comply with D.09-04-032 until January 8, 2010.

Since PG&E'’s and SDG&E’s request is based on the same underlying
settlement negotiations, I am seeking comments from parties on whether the
Commission should continue holding in abeyance reconsideration of the AHR
component ordered in D.08-11-062. If parties believe the reconsideration should
be held in abeyance, they should comment on whether this abeyance should be
for a set period of time or until the settlement negotiations are completed. If the
latter, I would request parties to provide a monthly update on the status of the
negotiations.

Parties wishing to address whether reconsideration of the AHR should be
held in abeyance may file comments by October 27, 2009. No reply comments
shall be allowed.

IT IS RULED that:

1. Parties are asked to comment on:

a. Should reconsideration of the administrative heat rate
component of the market index formula ordered in
Decision 08-11-062 be held in abeyance pending the final
outcome of settlement negotiations between the IOUs, QFs and
consumer groups?

b. How long should this abeyance last?
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2. Parties wishing to file comments may do so by October 27 2009. There
shall be no reply comments.

Dated October 21, 2009, at San Francisco, California.

/s/ AMY YIP-KIKUGAWA
Amy Yip-Kikugawa
Administrative Law Judge
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INFORMATION REGARDING SERVICE

I have provided notification of filing to the electronic mail addresses on the
attached service list.

Upon confirmation of this document’s acceptance for filing, I will cause a
Notice of Availability of the filed document to be served upon the service list to
this proceeding by U.S. mail. The service list I will use to serve the Notice of
Availability of the filed document is current as of today’s date.

Dated October 21, 2009, at San Francisco, California.

/s/ JEANNIE CHANG
Jeannie Chang
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