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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Order Instituting Rulemaking to Integrate
Procurement Policies and Consider Long-Term Rulemaking 06-02-013
Procurement Plans. (Filed February 16, 2006)

ADMINISTRATIVE LAW JUDGE’S RULING
DENYING MOVING PARTIES’ MOTION TO STRIKE TESTIMONY
OF PACIFIC GAS AND ELECTRIC COMPANY

Summary
This Administrative Law Judge’s (ALJ) ruling denies The Utility Reform

Network (TURN), The California Large Energy Consumers Association (CLECA)
and The California Manufacturers and Technology Association (CMTA)
(collectively Moving Parties) Motion to Strike portions of Pacific Gas and Electric
Company’s (PG&E) testimony regarding proposals to increase the utility’s
planning reserve margin (PRM). This ALJ ruling clarifies that only PG&E’s
request to augment PG&E’s PRM from the current 15-17% reserves on a 1-in-2
peak demand to 16% reserves on a 1-in-10 peak demand is within the scope of
this proceeding. Whether or not the PRM for all load serving entities (LSE)
should be changed is not within the scope of this proceeding and is a topic in
Track 2 of Rulemaking (R.) 05-12-013, the Resource Adequacy (RA) proceeding.
Intervenors may respond in the long-term procurement proceeding, R.06-02-013,
as to whether or not PG&E has justified its basis for exceeding the current

minimum PRM as it develops its resource plan.
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Background
On January 26, 2007, Moving Parties filed a Motion to Strike Testimony

Addressing an Issue Outside Scope of this Proceeding (Motion to Strike).
Concurrently with the Motion to Strike, Moving Parties requested an Order
Shortening Time (OST) to Respond to the Motion to Strike. On January 29, 2007,
the AL]J issued an electronic ruling granting the OST and indicating that
responses were due February 5, 2007.

Responses were received from the Western Power Trading Forum (WPTF)
and the Alliance for Retail Energy Markets (AReM), the California Energy
Commission (CEC), the Cogeneration Association of California (CAC) and the
Energy Producers and Users Coalition (EPUC), Mirant California, LLC, Mirant
Delta, LLC, Mirant Potrero, LLC, Constellation Energy Commodities Group, Inc.,
Constellation Newenergy, Inc., and Reliant Energy, Inc. ( Mirant et al.),
CAlifornians for Renewable Energy (CARE),! and PG&E.

WPTF/ AReM, Mirant et al., the CEC, and CAC/EPUC support the Motion
to Strike and CARE and PG&E oppose it.

Motion to Strike

The material in question that is the subject of the Motion to Strike appears
in PG&E'’s Long-Term Procurement Plan (LTPP), Section IV.A of Volume 2. In
that testimony, PG&E proposes to increase its PRM from 15-17% on a 1-in-2 year
temperature peak demand to 16% on a 1-in-10 peak demand. Moving Parties,

along with WPTEF/ AReM, the CEC, Mirant et al., and CAC/EPUC, all argue that

1 CARE’s response was filed one day late and pursuant to an oral AL]J ruling, the late
tiling was allowed.
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a change to the PRM is outside the scope of this proceeding and is firmly placed
within the scope of Track 2 of Phase 2 of R.05-12-013, the RA proceeding.

The scoping memo for this proceeding, issued by President Peevey on
September 25, 2006, provided direction to the investor-owned utilities (IOUs) for
the formation of their LTPPs. One of the assumptions the IOUs were to follow
was that “utilities should assume that they have to meet a minimum of 15-17%
planning reserve margin . . .."”2

In contrast, Moving Parties, cite President Peevey’s scoping memo in the
RA proceeding, issued December 22, 2006, that stated that “consideration of
updating the 15-17% planning reserve margin” was in Track 2 of that
proceeding.?

Moving Parties submit that since President Peevey has clearly directed
that consideration of any change in the PRM is within the scope of R.05-12-013,
“it makes no sense to tackle the complex issue of establishing the appropriate
PRM in this proceeding . ..."*

WPTF and AReM, Mirant et al., the CEC, and CAC/EPUC all agree with
Moving Parties. WPTF and AReM posit that “[t]he RA rules are a foundation of
procurement. As such, there needs to be a comprehensive planning mechanism
that uses a single load forecast, a single PRM and a single set of resource

counting rules that is applicable to all LSEs.”> Mirant et al. is concerned with the

2 Scoping Memo, R.06-02-013, September 25, 2006, p. 13 of Attachment A.
3 Scoping Memo, R.05-12-013, December 22, 2006, pp. 14-15, 17.
4 Moving Parties Motion to Strike, January 26, 2007, p. 3.

5> WPTF/ AReM Response to Motion to Strike, February 5, 2007, p. 2.
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fact that PG&E is using its own PRM to justify the resources it wants approved
and that could undermine the market transparency that is needed to encourage
investment in new generation. CAC/EPUC urge that any changes to the PRM be
deferred to the RA proceeding so that there can be a “global consideration of the
issue with regard to its application to all LSEs, not just PG&E.”¢

CARE supports allowing PG&E to adjust its PRM since Southern
California Edison Company (SCE) was defacto allowed to raise its PRM to 19.1%
with the approval of the Long Beach Generation repower project in Decision
(D.) 07-01-041.

PG&E argues that it should be allowed to present resource plans,
including its recommended plan, that are based on PG&E’s determination of the
prospective needs of its customers and what resources are needed to ensure
future reliability. PG&E also argues that the testimony in question is in
Volume II, the volume that was designated for “the adoption of policies and

procedures not in place.””

Discussion

It is clear from the scoping memos issued in both the RA proceeding,
R.05-12-013 and the LTPP proceeding, R.06-02-013, that the two proceedings
have interrelated issues that can lead to some overlaps and some gaps. The
current PRM standard of 15-17% on a 1-in-2 demand was established in D.04-01-
050 and is applicable to all LSEs. The issue of revisiting the PRM has been
identified as being in the scope of R.05-12-013 and all LSEs are respondents in

6 CAC/EPUC Response to Motion to Strike, February 5, 2007, p. 3.

7 PG&E Response to Motion to Strike, February 5, 2007, p. 3.
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that proceeding and have been noticed that is the appropriate forum for PRM
consideration. In contrast, only the IOUs are named respondents in the LTPP
proceeding and the scoping memo in R.06-02-013 did not identify that a change
to the PRM that affects all LSEs was within the scope of the LTPP proceeding.
Therefore, it is not appropriate to consider omnibus changes to the PRM in the
LTPP proceeding.

The LTPP proceeding is an umbrella proceeding intended to provide a
forum for the Commission, the IOUs, and all interested parties to see how the
IOUs merge and integrate all approved short- and long-term plans, the Energy
Action Plan II loading order, green-house-gas standards, procurement targets
from the energy efficiency, renewables, demand reduction and distributed
generation decisions, Commission decisions and legislative statutes, load
uncertainties and procurement strategies in their LTPPs.

If PG&E assumed a larger PRM than established for all LSEs as it prepared
its LTPP scenarios and PG&E wants to present testimony to justify the higher
PRM, this proceeding is the proper place. PG&E must be able to present and
defend a reliable long-term resource plan. From the testimony, it appears that
PG&E based two out of three of its candidate plans on a PRM of 16% on a 1-in-10
demand.? It is possible for the Commission to consider a change in one of the
IOUs” PRM as part of the approval of that IOU’s LTPP, without affecting a
change in the omnibus PRM that is developed in the RA proceeding and is

applicable to all LSEs. And it is important to note that any discussion of a

8 PG&E states that a 16% PRM on a 1-in-10 peak demand forecast is approximately
equivalent to a 20% PRM on a 1-in-2 peak demand forecast.
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change in PG&E’s PRM for purposes of evaluating PG&E’s LTPP and whether or
not PG&E needs such an increase to ensure that it has a reliable resource plan,
will be applicable only to PG&E and not to any other LSE, even including the
IOUs that are respondents in this proceeding.

The Motion to Strike Section IV.A of Volume 2 of PG&E’s testimony is
denied. However, this ruling clarifies that any discussion of a change in the
PRM is limited to PG&E’s LTPP and will not be applicable generally to any other
LSE, nor will it interfere with the full development of a record on the subject of
PRMs in general in the RA proceeding, R.05-12-013.

Intervenors are to focus in their testimony on whether or not PG&E has
demonstrated a need for an increase in its PRM and whether the Commission
should approve PG&E’s recommended plan that is based on the increased PRM.

IT IS RULED that this Administrative Law Judge’s (AL]) ruling denies
The Utility Reform Network (TURN), The California Large Energy Consumers
Association (CLECA) and The California Manufacturers and Technology
Association (CMTA) (collectively Moving Parties) Motion to Strike portions of
Pacific Gas and Electric Company’s (PG&E) testimony regarding proposals to
increase the utility’s planning reserve margin (PRM). This AL]J ruling clarifies
that only PG&E's request to augment PG&E’s PRM from the current 15-17%
reserves on a 1-in-2 peak demand to 16% reserves on a 1-in-10 peak demand is
within the scope of this proceeding. Whether or not the PRM for all load serving
entities should be changed is not within the scope of this proceeding and is a
topic in Track 2 of Rulemaking 05-12-013, the Resource Adequacy proceeding.

Dated February 13, 2007, at San Francisco, California.

/s/ CAROL BROWN
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Carol Brown
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
copy 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 copy of the filed document is
current as of today’s date.

Dated February 13, 2007, at San Francisco, California.

/s/ KE HUANG
Ke Huang
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