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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA =

Investigation on the Commission's: . o o
own. motion regarding the investment Case No. 9915 =~ . - - =
credit provisions of the 1975 Tax (Filed May 13, 1975) + |
Reduction Act. B : . | | R

John C. Morrissey, Malcolm H. Furbush and Robert
Ohlbach, by Robert Ohlbach, Attormey at Law, for
Pacific Gas and Electric Company; John Ormasa,
Attorney at Law, for Southern California Gas
Company; Rollin E. Woodbury, William E. Marx, and-

H., Robert Barmes, by Rollin E. Woodbury, Attormey .

at Law, for Southern Talifornia Edison Company;
Chickering and Gregory, by Donald J. Richardson,

David A. Lawson, and Allan Thompson, Attormeys at

Law, and Gordon Pearcé and John Woy, Attorneys at

Law, for Jam Diego Gas & Electric gompany; and =
Orrick, Harrington, Rowley & Sutcliffe, by James F. |
C:f:e’.ft:sz Jr., Attormey at Law, and Delwyn C.”Williams,

or Continental Telephone Company of California;
respondents.

_Magéaret V. Sheehan, for Califormia Pacific Utilities:
Surt rines, City Attormey, by Leonard L. Snaider,
Deputy City Attornmey, for the City of Los Angeles; |
Robert Russel}% for Los Angeles Department of Public v
tilities and Transportation; John Witt, City
Attorney, by William Shaffran, Attormey at Law, for
the City of San Diego; Neal T. Hasbrook, for
California Independent Telephone Assoclation;
J._William Zastrow, for Utility Commission Rules
ttee, 1tornia Section, American Water Works

Association; George Gilmour, Attornmey at Law, and
Sylvia M. Siege » for Toward Utility Rate Normali-
Zation; an omas M. O'Connor, City Attormey, by
Robert Laughead, for the City and County of San
Tancisco; interested parties. | -

Timothy E. Treacy, Attorney at law, Bruno A. Davis,
and £. K. Chew, for the Commission statf.




ORDER DISCONTINUING INVESTIGATION

The Comnission mnot be:f.ng able to agree on a result in
this investigation,

IT IS ORDERED that the :I.nvescigation is discontinued

The effective date of this order is the date hereof.

Dated at. San Francisco R California this
day of. JUNE 1, 1975. |

now/(//

Comissﬁhers
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Commissioner D. W. Holmes, concurring: |

On May 13, 1975 the Commission instituted an invéstigation
on its own motion into the effect of the investment credit provisions
of the Tax Reduction Act of 1975 (1975 Act) upon all electric, gas,
water, sewer, and commmications public utilities under the Jjurds~ -
diction of this Comnission which have heretofore elected to flow
through the tax credit generated by the. Federal Revenue Act",of\‘,"197;l‘ .
(1971 Act). | | e o
The 1975 Act increased the investment credit for.‘ certain
public utilities from 4 percent to 170‘ perceﬁt. . This increase is
applicable to qualified plant expenditures made after Jahuary; 21, 1975
and before Jamuary 1, 1977 and may result in significant federal
income tax savings for the years 1975 and 1976. : o

' The 1971 Act permitted public utilities which flowed through
the tax benefits of accelerated depreciation on post-1969 pub_li@-_ _
utility property to flow through the full bepefit of the investment
. credit established by the 1971 Act on such property. (26 UsC. -
§ 46(e)(3).) Various utilities under the jurisdiction of t'his‘,
Commission made such an election under the provisions of t:hé"f];??l Act.

A similar election to £low through the full benefits of the
additional credit may be made by such utilities under the 1975 Act;
or, alternatively, an election may be made to flow through the credit
ratably over the life of the property.. Such elections must be made -
by the affectod public utilities by June 26, 1975. 1In the event that
no election is made, a rate base adjustment of the benefits of the
additional credit is applicable for ratemaking purposes. o .
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This investigation is directed toward determiﬁing-‘the. effect
of the 1975 Act on eligible flowthrough utilities and considéring;:\_ .
what action this Commission may take with respect. to the ‘inv'est:ment ‘
credit provisions.of the 1975 Act. A prehearing conference was held
the morning of May 21, 1975 and a public hearing was held the after-
noon of May 21, 1975 in San Francisco before Comuissioner D. W. Holmes
and Examiner Robert Barmett, and the matter was sﬁbmitted‘. h v

The 1975 Act made significant changes in the treatment of
the investmeixt credit; two such 'ch.anges are: (1) It increased‘ the o :
credit from 4 percent to 10 percent and (2) it placed some rest’rictions :
on the ability of certain utiliti’es_to_flow thr_ough the iﬁi:téased\ .
credit to ratepayers. The 1975 Act includes Section 46(5)(8)5"&3'_
follows: o

"(8) PROHIBITION OF IMMEDIATE FLOWIHROUGH. An
election made under paragraph (3) shall apply only

to the amount of the credit allowable under section

38 with respect to public utility property (within

the meaning of subsection (2)(6) (Dg) determined as

if the Tax Reduction Act of 1575 had not been enacted.
Any taxpayer who had timely made an election under
paragraph (3) way, at his own option and without
regard to any requirement imgosed by an agency
deseribed in subsection (¢)(3)(B), elect within 90
days after the date of the enactment of the Tax
Reduction Act of 1975 (in such manmer as the

Secretary or his delegate shall prescribe) to have

the provisions of paragraph (3) apply with respect

to the amount of the credit allowable under section

38 with respect to such property which is in excess

of the amount determined under the preceding sentence.
If such taxiayer does not make such an election,
paragraph (1) or (2) (whichever paragraph is appli- |
cable without regard to this paragraph) shall apply
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to such excess credit, except that if meither -
paxagraph (1) or (2) is applicable (without regard
to this paragraph), peragraph (1) shall apply
unless the taxpayer elects (in such manmer as the
Secretary or his delegate shall precribe) within
90 days after the date of the enactmen: of the Tax
Reduction Act of 1975 to have the provisions of
paxagraph (2) apply. The provisions of tais para-
graph shall not be applied to disallow such excess
¢redit before the first final determination which
is inconsistent with such requirements is made,
determined in the same mammer as under paragraph (4)."

It is the interpretation of Section 46(f)(8) that was the
principal issue involved at the bearing. That section pérmits a
utility which had elected to flow through the investment credit under
the 1971 Act to flow through the increased investment credit under
the 1975 Act. It also provides that the taxpayer, if it does mot S0
elect, may choose either a ratable f£lowthrough method or ﬂawx&aﬁtg base
deduction methed ‘of accounting for the investment credit. I'he-usvta_tu- B
tory language permitting those three optious is set forth in’ Appendix
A of this decision. For convenience, we will discuss the options as
Option 1 - rate base adjustment; Opt:io:i 2 - cost—éf-Service“rdtable
flowthrough; and Option 3 - full flowthrough. .

At the outset some utilities expressed fear that merely by
bolding the hearing the Commission was jeopardizing the. election to
be made by the utility. They cite ‘the ‘Ianguage in Section 46(£)(8)
to the effect that "any taxpayer who had timely made an election
undexr paragraph (3) may, at his own option and without :ega_:‘:_‘d'w-to-_any
requirement imposed by an agency .Csuc.h' as the Public Utilitié:s _
Comission].y.,.elect within 90 days after the date of the ‘ena'ctmént_ of
the Tax Reduction Act of 1975...to have the provisioms of paragraph =
{3) apply with respect to the amount of ‘the credit allowablg~_;'_;f: S
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Notwithstanding their fear, four ut:.litles presented ev:Ldence
concerning their position on the investment credit oerma.tted by the
1975 Act. Pacific Gas and Electric Company (PG&E) hasdetermined to
elect Option 3 on a five-year rolling average. The revenue-saving to.
the ratepayers would be approximately 91 million dollars over the
five-year period. Both Southern Cal:’.fomi.a Edison (Edison)’ and
Southern California Gas Company (SoCal) have determined to elect
Option 2.  San'Diego Gas & Electric Company (SDG&E) has not’ yet wade
a decision but is leaning toward Option 2. :

The position of the Utilities Division of the Comm;ss;on
staff is that the Coumission should make its preference known for
Option 3; the position of the Finamce & Accounts Division of the
Commission staff indicated that traditlonally the Commi531on, as a
matter of policy, has adopted for ratemaking purposes the immediate
flowthrough method of treating f£lowthrough credits. As a practical
matter F&A often used a five-year amortization period to level the 7
peaks and valleys that can result from the application of flowthrough.
Any change from this method should be made only after a convincing
showing 'by the utiln.ties of their need for additional cash flow.
FéA reconmends that the utilities Jjustify their choice of methods,
other than the flowthrough method, of treating the investment credit
and that the Commission consider allowing the utilities to normal:nze
the investment credit in those cases in which there is a need to
~ucrease cash flow. The position of the staff is that the Comssn.on
should not order the utilities to make any particular elect:.on but ,
that the Commission should now indicate to the ut:.liti“es how . expects
to treat the credit when rates are to be fixed, and that at tbat t..me
the Commission should determine whether or not the ut:.l:.ty has acted
imprudently in making its choice. The staff reccmmended that the '
Commission should dindicate that the prudent choice is Option. 3. The
city of Los Angeles, the city and county of San’ Franclsco, the cn.ty of
San D:Lego, and TURN support the sta.‘.'f pos...t:.on._ '
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The evidence presented at the hearing was brief. "EdiSOn |
presented ome witness and an exhibit in 'suppo:':t- of its position to
elect Option 2. The witness testified that Option 2 providesthe
greatest opportumity under the 1975 Act to increase the internal
generation of funds, which in turn reduces ‘the need for external |
funds, and also improves the before-tax interest coverage calculat:.on.
In the face of the severe capital shortage problems ‘bei.ng exper.x.enced '
by Edison and the current mflat:.onary period, Edison expects to have
difficulty in obtaining needed capital from external sources. The
investment credit, to the extent thet it is retained by Edison, eases
this sitvation. Other persons who commented on behalf of utilities
- reiterated this position. Both SoCal and SDGSE made arguments s:.m:.lar
to Edison’s. Arguments were made in opposition to the ut_il;.tles_'
position and the staff introduced an exhibit. No other evidence was
presented. At the conclusion of the hearing the Presiding Examinmer.
announced his and the assigned Commissioner's temtative conclusion to
recommend to the Commission that the Commission should declare that
it is prudent for cligible utilities to adopt Option 3. | '

The utilities' position has two aspects: (1) That this
Commission should make no statement at all concerning the 1975 Act
for to do so might be comsidered coercion by the Treasuxy Department
in violation of Section 46(£)(8) of the Act; and (2) if the Commission
does express an opinion, it should not state a preference for flow- ;
through as such a preference would not only be coercive but would
also violate the intent of Cengress that utilities should benefzt

from the 1975 Act by retaining the investment . c.::edit to p..ovzde add:z.-‘ o
tioral cap:ttal for n.nvesment. : S : 3




I reject the idea that we cammot expressr an opinjon
concerning the investment credit provisions of the 1975 Act.
Certainly we have the right to inform ourselves concerning the nature
and interpretation of the statute, and we can think of no better place
to obtain such information than at a public hearing where all
interested parties of whatever persuasion may come forward and be
heard. Even more compelling is our duty to ammounce our opinion
concerning oux interp_ret;ation of the Act so that those whom we
regulate will be given guidance in conducting their affairs. If it
comes to our attention that a utility might act iqurudent'ly; we should
wot sit idly by, especially when one of the results of a utility's
impruderce Wﬂd‘have a detrimental effect on the ratepayers. L

The tax accounting election is solely up to the discretion
of the utilities. I have no intention to dictate that ‘election.

The case of Pacific Tel. and Tel. Co. v Public Utilities Commission
(1950) 34 C 2d 822, where the Coumission prescribed the texns of a
contract between the utility and its affiliate, is a useful guidelime.
In that case the court reversed the Commission on the ground that the
Commission could not prohibit a utility from entering into 'an imprudent
coniract but that the proper .xewmedy was to protect the ratepayer by
disallowing the effects of the imprudence by prope't ratemakihg'
adjustments. (34 ¢ 2d at 830.) The Commission need 'no't, however,
sit back and watch a situation develop without indicating that the
utility may be making a poor choice. To the extent that ﬁhe’ fCon'zmis'siqni-_
knowingly remains siient in the face of a potent’ialiy- imprudent ‘act:' on.
the part.of a utility would, in itself, be an act of imprudence oo the
part of the Commission. S o BT
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We. mst analyze a utility's choice as it pertains to tax
options and, if it has acted unfairly against the best interests of
the ratepayers, we are coumpelled to make ra.tema.k':!lng adjustments to
protect the ratq;apayers from ma.nﬁgement 's imp:;udenc_.e. This lconcgpt;
has been frequently emphasized by the Commission and the courts.

"We freely recognize, as does the Commission,
that there are many areas and many situations
which must remain within the jurisdiction of .
management. However, it has long been .
Tecognized that the establishment of public
utility charges involves the assessment of
costsl for a gublic service. Basic to the
purpose of the Natural Gas Act is a design
of regulation concerned with final adoption
of rate charges fairly interded to protect
the public interest. Necessarily, the area
of tax policies embraces managerial decisions
directly reflected in the cost of matural gas
supplies for the use of the ultimate customer.
Here it seems to us quite reasonable and
logical to recognize as inherent in the
Commission the duty and requirement to .
exerclse its expertise in evaluating the
entire tax effect of managerial judgment.
If such elected tax policies do Dot fairly
indicate a reasomable and prudent business
expense, which the consuming public may
reasonably be required to bear, following the
Tequired hearing and review procedures, then
federal regulatory intervention is. required."
dwesterr Gas Transmission Company v

ederal Power Commission ir. 388 F
(S, . ' '

"The establishment of public utility charges
involves the assessment of all reasonsble
costs for a public service, including taxes.

In the inftial instance, whether for financing,
operating expenses or plant composition, most
utilicy costs arise from the exercise of
menagerial judgments. Gemnerally, when
management judgments. produce results which are
unfair to the ratepayer, regulation steps in."
(P.T.&T. Co. (1968) 69 CPUC 33, 62.) -




C. 9915 ei/bl

"Income tax expense must be considered by

the commission in establishing Pacific's
cost of sexrvice. [Citing cases.) However,
'the primary purpose of the Public Utilities
Act is to insure the public adequate service
at reasonable rates without discrimination;
and the commission has the power to prevent

a utility from passing on to the Tatepayers
unreasonable costs for materials and services

by disallowing expenditures that the.commission
finds unreasonable. ' fgiting cases. " '

"The same rule applies where the utility resorts
Lo accounting practices which result in
unreasonably inflated tax expense."

SCit]::y_ and County of San Francisco v Public
tilities Com. ( N .

The argument that it is the "intent of Congress" that
utilities should retain the investment credit deserves short shrift.
When a statute is clear on its face, there is no mneed ,tof ‘determ:".n_e‘
the intent of Congress when applying the statute. This statute
provides for three opticns, one of which is flowthrough. The
utilities are free to choose flowthrough or either of the other two
options. To the extent that Congress intended anything, it is
certain that it intended that flowthrough be one of the ‘op_tioiis. ’

I agree with the recommendation c;f the Presiding Examiner -
and assigned Commissioner that it would be prudent for eligible
utilities to elect Option 3. I make this statement based upon uy
reading of the statute, my experience and expertise with ‘the issue
of flowthrough versus normalizationm, with my understanding of thi:

- cuxrent financial situation of the utilities invélved‘,:andl with my

‘regard for the rights and interests of the ratepayers. I recognize
that the question of imprudence on the part of a p’afticuia: utility
way not arise at all or if it does arise will be in the context of a
rate case where all parties may present ‘evi.'deﬁce on the i’éSue‘ "Qf. o

imprudence. I cammot excludé. the possibility that on an. mdividual.
basis there may be some utilities vhich can show that their choice

was not impi;udent." |

| -8,-‘1-‘ -
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In reaching my recommendation in this case I have
considered the arguments of the utilities to the effect that it would'
be prudent for them to elect Option 2 because such election would
assist the utilities in generating internal cash for plant expans:.on
For example, Edison asserts that total capital expend.s.tures are
curzently estimated to be $3.2 billion over the five-year peri.od
1975-1979. This five-year requ:.remem: is double the $1.6 bill:.on
cao:.tal expenditures for the preceding five-year per:.od and will’
necessitate a substantial amoimt of external fn.nancmg. Ebcclus:z.ve of |
refunding requirements, over 60 percent of such cap:.tal expend:.tures
mist be obtained from external sources through the 2.ssu-ance of
securities. Normalization of the tax cred:;t will ::eduoe the requ:.re-
ment for obtam:.ng external funds. I em' also aware that normal:c- |
zation will improve the utilities before~-tax interest coverage which
for many utilities, has been dropping. I recognize that improved
interest coverage makes external financing easier. And I recognize
that my ut:.llt:.es, such as Edison, ave sellmg their common stock |
at below book value. Financing by means of selling addit:.onal common
stock would result in a dilution in the value of current stock and
would require ea.rm.ngs to support dividends. To the extent that
normalization reduces the meed for equity financing it will' allev:.ate
the effects of the dilution and will add to the ut:x.l:.t:.es' financial
.,trength I -

Against the benefits to the: utilities that -normal:i:ze.t'p“.onv'
would bring, I have welghed the bemefits of flowthrough. Under
£ilowthrough the company simply passes on to ratepayers the benefits it
receives in lowered taxes. This is the other side of the theoxry used
by the utilities when they seek a cost of gas. mc::ease. If it is
reasonable for a utility to pass on an extrabrdinaij‘r_‘ mcrease in
expense, such as en increased cost of gas, it is equally reasonable
for a ut:.l:.ty to pass on an extraordinaxy decrease in expense, such
as a decreased tax. If this was not a decrease in taxes but- was a
decrease in fuel costs, the te.r:.ffs of 411 of the e}.ectnc and gas
utilitiesi in Califormia would require a reduct:.on in rates.

. _.9-‘




C. 9915  ei/hh/bl *

Whenever it has a choice the Commission has always re;ected
normalization and chosen flowthrough. This is no more than enforclng
the traditiomal regulatory concepts that utx;ities have a‘duty to
mininize expenses and that ratepayers shall be. charged only for the
expenses of the utility'and for taxes "as paid"™. The prxncmple of
taxes as paid and the principle that investors supply capital and
not ratepayers were most recently recognzzed in City and County Of San
Francisco v PUC (1971) 6 C 34 119, 129 where it is stated°-

"e « . 1t is clear that requiring ratepayers
to put up the capital...is contrary to the
basic principle of utility rate setting.
The basic prini iple is to establish a rate
which will permit the utility to recover

its cost and expenses plus 2 reasonable

return on the value of property devoted to
public use. (Cltation omitted) By permitting
Pacific to include in its costs such charge
for federal taxes greatly in excess of its
actual federal tax expense, the commission

is deviating from this basic principle.”

Finally, I have comsidered the practxcal effect of the
consequences of normalization on the ratepayers. For example,
1975 SoCal will receive. $2,060, 000 in tax credits. Under Option 3
it could reduce rates to consumers by $4,426, 000. Under 0pt10n 2
rates would be reduced by only 3114 000 and’ net investment tax credits
would be $53,000. The actual tax credit under both methods is
$2,080,000. If Option 2 is used, ratepayers would provide the utility
with $4,312,000 more in rates than under Option 3 (84,426,000 minus
$114,000). The utility would, however, have only $2,000,000- more xn
' tax credits ($2,060,000 minus $S34000).‘ Ratepayers would have to’ |
provide the utility $4,300, 000 in rates to. give the utilmty $2 000 0001_

in capital. On its face this is a most 1mprudent means of rais*ng
capital
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After weighing the argtments, I feel that it is prudent for
eligible utilities to elect Optiocn 3, flowthrough.

This Commission is aware of the problems of the utilitn.es
in ra:.sing capital and in meeting their expenses. As a result of
that awareness we have provided various methods by which utilities
way obtain prompt rate relief outside of a general rate case. _ Those
methods include Advice Letter filings, offset relief, and interim
relief pending a general rate case. I see no reagon to abandon .
traditional methods of regulation. e
Dated at Sa.n Francisco, California this 17th day of
June, 1975. R
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APPENDIX A
Intexrnal Revemue Code 26 USC § 46

Limitation in case of certain regulated companies.-

(1) Gemeral rule.-Except as otherwise provided in this sub-
section, mo credit shall be allowed by section 38 with respect
to any property described in sectiom 50 which is public utility
property (as defined in paragraph (5)) of the taxpayer-

(A) Cost of service reduction.-If the taxpayer's cost of
sexvice for ratemaking purposes is reduced by reason of any
portion of the credit aglowable-b section 38 (determined
without regard to this subsectiong; or -

(B) Rate base reduction.~If the base to which the tax-
payer's rate of return for ratemsking purposes is applied is
reduced by reason of any portion of the credit allowable by
section 38 (determined without regard to this subsection).

Subparagraph (B) shall not apply if the reduction in the rate base
is restored not less rapidly than ratably. If the taxpayer makes
an election under this sentence within 90 days after the date of
the enactment of this paragraph in the manner prescribed by the
Secretary or his delegate, the immediatelyvprecedin% sentence
shall not apply to property described in paragraph (5)(B) if any .
agency or instrumentality of the United States having jurisdiction
for ratemaking purposes wita respect to such taxpayer's trade oxr
business referred to im paragraph (5)(B) detexmines that the
natural domestic supply of the product furnished by the taxpayer
in the course of such trade or iness is insufficient to meet
the present and future requirements of. the domestic economy.

(2) Special zule for ratable flow-through.-If the taxpayex
makes an election under this paragraph within 90 days after the
date of the enactment of this paragraph in the mamner prescribed
by the Secretary or his delegate, paragraph (1) shall not apply,
but no credit shall be allowed by section 38 with respect to any
property described in section 50 which is public utility property
(as defined in paragraph (5)) of tke taxpayex- L

(A) Cost of service reduction.-If the taxpayer's cost of
sexvice for ratemaking purposes or in its regulated books of
account is reduced by more than a ratable portion of the.
credit allowable by section 38 (determined without regaxd to
this subsection), or o o

(B) Rate base reduction.-If the base to which the. tax~
payer's rate of return for ratemaking purposes is applied is
reduced by reason of any portion of the credit allowable by
section 38 (determined without regard to this subsection).

(3) Special rule for immediate flow-through in certain cases.-
In the case of property to which section 167(I)(2)(C) applies, if
the taxpayer makes an election undexr this paragraph within 90 days
alter the date of the enactment of this paragraph in the wanmer
prescribed by the Secretary or his delegate, paragraphs (1) .and
(2) shall not apply to such property. . e
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COMMISSIONER BATINOVICH, CONCURRING.

I concur with the determna‘cxon that it is prudent for el:.gﬂ:le uﬁht:.es
to elect the third option - flowthrough. However I must stress that ﬁowthrough
is not necessarily the only prudent elecuon. There are cxrcumsta.nces and
conditions under which other elecnons nght a.lso be shown to be prudent. |

. I rega:rd the tax benefits co:uerred on the utﬂmes by elecuon of the other
options to be "windfall" in nature, and I beheve that the benefxt from sueh
windfall should be shared by the z-a.tepayers I suggest tha.t there may be
substantial b_eneﬁts to the ratepayers from__ other_thag a relatwely_,f ,slxght‘rate‘r‘

| reduction. Specifically, I proposer as follows: o

The rate base should be permanently reduced'- by the amoone of the )

- increased tax credit (in the sa.ﬁae manner that I propose to reo_\iee-‘rate :ba‘se “to- -
reﬂect the gain: from the sinking fund redempnon of bonds) The"ixi"cernally" |
genera.ted funds should be applied to the development of technolow in the areas

of conservation and development of alternatwe, less costly, energy sourees.

The May 1975 issue of Pr ogress, the PG&E pubhcanon chscusses sorae: of the
:mernatwe sources of power now being explored ‘not nuclear or fossml fn.el but
solid waste, geothermal tidal, wind, and solar. By ahocatmg subs armal
capital to the development of these altematwes we may be able to offer the
ratepayers the only meaningful long-term benef.t ~- an a.,sx.red source of energyﬁ
at a reasonable price. The Comumission womd a.ppomt a commttee that womd be “

B -
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delegated the function of coordmatmg the efforts of the part:.expa.tmg utﬂltles

and to assure the ratepayers that the dol]ars being: spent pursua.nt *co tb.xs
| prudent election, were in fact bemg spent prudently |
Unnl electnc unlxty compames are gwen fmanmal mcentwe to develop new P |

less costly sources of fuel I would eocpect lzttle or no progress and therefore I

would prOpose that the ratepayer a.nd uuhty share m the savmngs of altemate fuels o

from today's present value of the equwalent o:l cost pursuant to §456 of the
Pubhc Unlmes Code.

Since both the shareholder a.nd consumer will benef:.t from thls proposa.l |
the shareholders should pMezpate in the contributxon at least to the eoctent of
acceptmg a self-xmposed moratomum on any increases of dlvxdends over present .

rates untxl such time as th.xs energy crisis. has been resolved. Furthermore, I

would consv.der any inerease in the dwmdend rate to be an 1mprudent allocanon of S

resources.
In my opinion there will be no meaningful resolution 10 the energy erisis.

until electric utility companies have developed bm.lt a.nd axe oPeratmg pla.nts

usmg substitute for:ns of present fuels that have a lower and relatwely constan,t
¢cost and hopefully endless availability.
Dated: June 17, 1975

San Francisco, California

4 Robert Batinovich, Commissioner. - -




