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- BEFORE THE PUBLIC UTILITIES COMMISSION OF TEE STATE OF CALIFORNIA

Application of PACIFIC GAS AND

ELECTRIC COMPANY for authority, |
anong other things, t0 increase o

its rates and charges for Application 82-12-48
electric and gas service. (Filed December 20, 1982)

(Electric and Gas)

ORDER MODIFYING DECISION 83-12-068
AND DENYIN EHEARLN ‘

On December 22, 1983 the Commission issued Decision
(D.) 83-12-068, authorizing a general rate increase for Pacifie
Gas and Electric Company's (PG&E) Electric and Gas Departments.
Applications for rehearing were filed by PGLE, Industrial Users
(IU), Western Mobilehome Association (WMA), County of Contra Costa
(County), City and County of San Francisceo (City), Toward Utility
Rate Normalization (TURN), and the Bay Area Rapid Transit District
(BART). A petition for modification was filed by the Independent
Energy Producers (IEP). In D.84-05-100, issued today, we shall
address issues argued by TURN and the City regarding cancelled
projects and PGE's coal properties. We have considered herein
all of the other allegations raised in these filings and have
determined that sufficient grounds for granting rehearing have not
been shown.

However, as discussed below, we will make certain
modifications to the decision. Some are proumpted by the filings
of the parties listed above, and some are the result of our own
further review of the record. We will briefly summarize the major
modifications.
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In response to PG&E, we first elarify our intent that the
procedures to be developed for computer access apply to any party
to a proceeding wherein PG4E is relying on computer models for
caleulation of its marginal costs. These procedures are being
developed in OIR 2-related proceedings. For our present purposes,
the important factors are that access need only be provided in
proceedings where PG&E is making use of such models for marginal
¢cost development, and that only parties to those proceedings may
have access to the models.

We also acknowledge errors in both the electric and gas
rate bases, which result in underestimation of the necessary
revenue requirements for the Electric and Gas Departments by
$2,012,000 and $612,000 respectively. We will not increase PG&E's
rates now, however. Rather, we will increase the electric and gas
margins by the appropriate amounts, and in the next ERAM and SAM
proceedings we will increase rates incrementally to reflect these
changes. We will handle any other revenue requirement-related
changes made by this decision in same manner.

We point out to PG&E, in response to another of its
arguments, that the table on page 2472 of the decision is in 1981
dollars. When escalated to 1984 dollars, the correct figure for
the adopted load management budget -- $27,185,000 -~ is reached.
Erroneous references to this latter figure as $28,185,000 have
been corrected.

Finally, we have reviewed PGAE's argument and the record
relevant to the Westinghouse Photovoltaic Cell Module, and have
decided to allow PG&E to expense its $300,000 1984 contribution.
The project as desceribed does not appear to comsist of tangible
plant which will become used and useful, as it produces at most
1kW of electricity which will never be integrated into PG&E's
system. We stress, however, that this decision applies to this
project only. Future projects which in any way make use of or
bulld upon this one will be evaluated independently.
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In response to a point raised by Industrial Users, and
consistent with D.84-04-015, issued April 4, 1984, we correct the
contradictions in the language of D.83-12-068 setting a guideline
for Schedule G-2.

In reference to arguments presented by Contra Costa
County, we make clear that we fully considered the evidence
presented by that party in making our decision on the time of use
progran.

The City seeks two changes in its streetlighting contract
rates. We grant the reductions reflecting our adoption of a lower
return on equity than assumed by PG&E's study, and correction of
PGXE's mathematical errors. However, we reject the City's
argument on what 1t terms the pole rental charge. We are not
persuaded that this characterization is correct, or that the
current level of sophistication of existing cost studies would
support the City's position. We do not find either PG&E's charge
or its characterization thereof to be unreasonable.

We agree with TURN that authorizing recovery 4o PG4E of
1983 expenditures relating to repair of its MeDonald Island gas
storage facility contravenes test year ratemaking principles. We
do not consider these expenditures to be totally unforeseen
disaster-related costs; after all, the design criteria for the
facility were developed using flood potential as the primary
consideration. PG&E had the opportunity to, but did not, provide
estimates of expenses covering eac¢h year of its 3-year repair
program; rather, it sought recovery of the total amount of $1.23
million through amortization over 1984 and 1985. Because PGLE
presented no figure for 1983, we will impute 1/3 of the total cost
to that year, and will disallow recovery of that amount.

BART points out that its rates were increased
approximately 12.6%, about twice the average, because it was
placed with the large light and power users for revenue allocation
purposes. Although such an allocation would be justified by the
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fact that PGXE's marginal costs to serve BART and those to serve
the large light and power users are almost equal (Table VI-6), we
agree that historical relationships of rates should also be
considered; our goal of marginal cost-dased rates need not bve
accomplished in merely one decision. Therefore, for this
proceeding we will apply the 95% SAPC and 5% EPMC factors to BART
as a rallway class and set its rates accordingly.

Concerning the requests for modification made by
Independent Energy Producers (IEP), we first note that the text of
the decision contains incorreet numbers concerning the parties'
positions on the availability factor for Diablo Canyon. The
cecision does, however, adopt avoided costs using the 60%
availadbility factor, thus the remainder of IEP's argunent on this
point is moot.

We will not consider making retroactive adJustoents to
the Energy Reliability Index (ERI). The ERI is used as a planning
tocl; as such, it is not appropriate to give retroactive effect to
any changes in it. Moreover, such adjustments would have to work
both ways. We do not believe IEP would be agreeable to a
retroactive reduction in the ERI if, for example, plants came on
line earlier than expected or demand decreased drastically.

IEP's argument concerning special facilities charges
(technically termed cost of ownership charges) is more
problematic. PG&E filed an advice letter with this Commission on
March 16, which became effective on April 15 of this year (Advice
Letter No. 1041-E). This advice letter filing establishes new
charges for special transmission facilities which are consideradly
below those for special distribution facilities, and, in fact, are
close to the numbers IEP has proposed. However, for whatever
reason, it appears IEP, c¢learly an interested party whose members
would be affected by this change, was never served with the advice
letter filing. Whether or not IEP would decide to file a2 protest,
it should be given the opportunity t0 review this document.
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Moreover, it has also come to our attention that several members
of our staff OIR 2 team were not made aware of the advice filing
and consequently did not review it. We think thorough staff
review is important, both to ensure consistency between Rule 2
and Rule 21, which is also being revised, and to determine whether
the issue of special facilities charges would be impacted by 0II
84-04-077.

We will, therefore, require PG&E to serve IEP with a copy
of the advice letter, and we will give IEP 20 days from the date
of service to file a protest thereto. We will give the staff 30
days from the effective date of this decision to recommend any
course of action different from maintaining the status quo. We
will not at this time suspend the advice letter.

Finally, we have made several non-substantive revisions.
First, the text on page 326 erroneously indicates funding is
authorized at one-half the requested level for a "Terrestrial
Methods™ study. We have not authorized any funding for this
study, and we are deleting the reference thereto.

Secondly, several columns of data were inadvertently
deleted from Table VI-6, page 355. We correct this. Also, at
pages 367-367b, we add two additional tables which show revenue
allocation results under the Equal Percentage of Marginal Cost
Method, and TURN's Modified Equal Percentage of Marginal Cost
Method.

Thirdly, we make appropriate changes to any findings,
¢onclusions, and ordering paragraphs affected by today's order.
Results of operations are also modified %o reflect the different
treatment of the Utah coal sales and Mendoeino nuelear project
adopted by D.84-05-100. Therefore,

IT IS ORDERED that D.83-12-068 is modified as follows:

1. New page 38a is added for the purpose of ineluding the




A.32-12-48 . L/AXM:1z

foilowing table:

Adopted Modified Producer Price Index

DRI
CODE WEIGHT

Q57 PETROLEUM PRODUCTS .0554
06 CHEMICALS & ALLIED PROD 0707
o7 RUBBER & PLASTIC PROD .0351
08 LUMBER & WOOD PROD .024¢9
09 PULP & PAPER PRQLUCTS L0461
10 METALS & METAL PROD .1666
11 MACEINERY & EQUIPMENT L1484
12 OFFICE FURNISHINGS .0102
13 NONMETALIC MINERAL PROD 0405
14 TRANSPORTATION EQUIP .1021
US CPI - WAGE EARNERS .3000

2. The paragraph on page 218 entitled m"Account 837 Other
EQuipment” is modified to read:

"PG&E requested $619,000; the staff recommends
$614,000, leaving $5,000 at issue. The staff
estimate reflects a lower estimate because
there was an error in PG&E's workpapers which
PG&E subsequently corrected. We will adopt
PG&E's estimate, but will disallow 1/2 of the
request as representing an expenditure
occurring prior to the test year.

"PG&E indicated its repair program was going

to cover a three=-year period ~- 1983, 1984 and
1985. Expenditures incurred prior to the test
yvear will not be allowed; to do so would
contravene our test year ratemaking
principles. Because PGLE could not provide an
estimate of expenditures to dbe incurred in
1983, or for that matter, for any of the three
Years, we will impute 1/3 of the total
estimated cost to 1983. We will thus allow
PG&E to amortize the remaining 2/3 over 1984
and 1985. This comes to $410,000 for each
year."
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3. The continued portion of Table V-4 at the top of page
293 and the first sentence of text on that page are corrected %o
indicate that the total load management authorization is
$27,185,000, as follows:

TABLE V-4 Cont.

Name of Program
Gas Load Management PGLE Staff Adopted

End Use Analysis $ 574 ¢ 213
Energy End-Use Data Collection 1,967 1,460
Marginal Cost/Economic Analysis 369 . o

Total Gas Load Management $2,910 $1,673

TOTAL $55,070 $19,386  $27,185
* Funded through the Comservation budget.
"We authorize 2 total of $27.2 million for

load management programs in 1984, slightly over
half PG&E's requested budget."

L. On page 309, the following language is added to the first
full paragraph: '

"In deciding to proceed on this basis, we have
considered all the evidence on the issue,
including that sponsored by the County, as ¢o
TOU programs ¢f other utilities and the

transferability of the results thereof to
PG&E's service area."

5. The last sentence in the first full paragraph on page 326
is modified to read:

"We are reluctant to have ratepayers fund
generic environmental studies, and will not
authorize the requested funding amount."
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6. The last sentence in the third full paragraph and the

first sentence in the fourth full paragraph on page 335 are
nodified to read:

"We agree that the availability factors of 65%
and 75%, respectively, used by PG&E for these
two plants are unduly optimistic.

"IEP argues that the availability factors for
Diable Canyon Units 1 and 2 should be reduced
an additional 5% beyond the 60% assumed by
staff, for the first two years of operation."

T. 7Table VI-4 on page 349 is corrected to read:

Table VI-4§
Pacific Gas and Electric Company

Adjusted Capacity Price Schedule*
Test Year 1984

Operating Contract Life in Years
Date T 3 4 5 10 15 20 25

1984 95 88 89 103 114 124 131
1985 60 58 59 66 73 95 110 120%% 129%#
1686 56 68 69 78 85 106 121 132 141
1987 61 77 88 95 101 120 135 147 156
1988 96 104 110 114%% 119 136 151 162 173

® Levelized $/kW/Year; adjusted for reliability levels.
**  Corrected figures.
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8. Tadle VI-G on page 355 is modified as follows:

Table VI-6
Pacific Gas and Electric Company

Marginal Costs by Customer Group
Test Year 198%
(¢/kWh)

Customer Marginal Cost Components
Group Energy Generation iransmission Distribution Total*

Residential 6.64 1.58 .31 1.11 9.6%

Small Light ' :
and Power 6.82 0 .35 1.16 10.1%3

Medium Light
and Power 6.75 ' : 1.04 9.97

Large Light
and Power 6.66 . 9.39

Agriculture 6.4%4 9.69

Street
Lighting 6.43 .01 ' 6.46

Rafilway 6.66 .30 .92 9.42

Other Publie
Authority 6.66 .30 .88 9.39

Inter-
departmental 6.69 1.79 .35 .99 9.82

* Sum of columns may not equal total due to rounding.

9. The second full paragraph on page 358 is modified to
read:

"The issue of staff access is but part of the
larger issue of access by any party to the
computer models. We believe that any
interested party to a proceeding wherein the
utility relies on computer models for
development of its marginal costs should have
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access to those models. A method of providing
such access in a reasonable way was not
discussed in this proceeding. We instrucet PG&E
and staff to address this issue in the next OIR
2~related proceeding."

10. The first sentence in the second paragraph on page 365 is
podified to read: #

"TURN's and PG&E's modified EPMC methods, on
the other hand, would result in an increase in
revenues allocated to the residential class
which would be substantially less than the
system average increase, as shown in Table
VI-Th."

11. The first sentence in the third paragraph on page 365 is
modified to read: *

"4, Adopted Revenue Allocation Method.

Moving directly to 100% EPMC would result in a
significant, disproportionate increase in
revenue allocation to the residential class
relative to the system average increase, as
shown in Table VI-Ta, because the average rates
in that c¢lass are the furthest away from

marginal cost rates, and significantly below
system average rates."

12. The first sentence in the second paragraph on page 266 is
modified to read: *

"We will adopt a 95% SAPC - 5% EPMC allocation
method in order t0 mitigate these impacts, as
shown in Table VI-Te."
13. On page 394, the following language is added %o the
discussion in the first full paragraph under "(¢) Voltage Discount
Power Factor Adjustment and Standby Rates.":

"Specifically, PG&E proposes increasing the
voltage adjustment (Special Condition 4,
Schedule Nos. A-21 and A-22) from $0.15 to
$0.25 for service at primary distridution
voltages, and from $0.25 to $0.50 for
deliveries from an existing transmission line
(Ex. 8, page 3.5). IU recommended much larger

. ® See also Ordering Paragraph 31 on page 15.

10
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increases in these discounts, $0.70 for primary
service and $1.40 for transmission service

(Ex. 97, Sched. AC=3-2), based on studies which
IU contends would Justify even larger discounts
than they recommend.

"The staff supports PGE's proposal, although
its own study shows marginal costs would
support larger discounts. However, the staff
also took into acecount other factors, such as
the reduced revenue allocations already alloted
to this group of users because of their amount
of usage at various voltage levels (Tr. page
3791) and decided not to recommend discounts
above the level proposed by PG&E.

"We have considered all the evidence on this
issue and c¢onclude that some increase in the

existing discounts is appropriate but not to
the level recommended by IU. As IU pointed out
in its opening brief, not all possibdle
inequities can be wiped out in our decision;
the effect on other customers nmust also be
considered. Moreover, we agree with the staff
witness that comparative return is not the only
factor to be considered. We believe PG&E's
proposal, which amounts to a significant
percentage increase in the discount, is a
reasonable step in the right direction and will

adopt 1t."
14. On page 394, the last sentence in the second full
paragraph is modified to read:

"The proposal involving standby rates will be
adopted.”

15. On page 394, add the following language to the discussion
under "C. BART and Public Authority.":

"BART's rates will be fixed by applying the
95% SAPC and 5% EPMC factors for revenue
allocation purposes.”
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16. The following new paragraph is inserted between the
and second paragraphs on page 397:

"We note, however, that the streetlighting

rates we adopt today are slightly lower than
those established in Exhibit 20-E, for two
reasons. First, those rates assume adoption of
PGLE's recommended rate of return on equity.
Since we have adopted a lower return, PG&E's
figures must be adjusted accordingly. Second,
in its opening brief, page 443, PG&E points %o
a mathematieal error in the computation of
figures in Exhibit 20=-E. The correction of
this error results in a slight reduction in the
20=-E rates."

17. The last sentence on page 397 is modified to read:

"We adopt this percentage dec¢rease, which will
be slightly further reduced commensurate with
the reductions discussed above."

18. The last paragraph on page 409 is modified ¢o read:

‘ "Step 5. Increase (or decrease) the average
G-1 and G-2 rates by equal percentages until
the revenue requirement is reached."
19. All references in D.83-12-068 to the Jurisdictional
Electric Department rate base and the Gas Department rate base are
corrected to read $5,344,674,000 and $1,714,916,000 respectively.
The combined associated revenue requirement is $3,326,938,000.

20. Finding 822 is added to read:

"Under test year ratemaking principles it
is reasonadble to deny recovery of $410,000
representing 1983 expenditures incurred to
repair the M¢Donald Island gas storage
facility."

21. Finding 129 is corrected to read:
"The adopted load management budget of

$27,185,000 including dboth capital and
operating expenditures is reasonable."”
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22.

Finding 150 is modified to read:

"Staff and other parties to proceedings
wherein PG&E has relied on computer models to

develop its marginal c¢osts should have access
to those models."

New Finding 1752 is added to read: .

"In view of the present incomplete state of
cost studies of streetlighting service, we find
the component of the operation and maintenance
charge assessed by PG&E to recover costs of
poles erected solely for strectlighting
purposes to be reasonable."

New Finding 177(a) is added to read:

"For the reasons stated, the voltage discounts
proposed by PG&E and the staff are reasonable.”

New Finding 191 is added to read:

"PG&E's Advice Letter No. 1014-E, filed
Mareh 16 and effective April 15, 1984,
established a new cost of ownership charge
for special transmission facilities."

The following additional conclusions of law are added:

"7. IEP should be allowed to file a protest
to Advice Letter No. 1014-E within 20 days of
service of the advice letter by PG&E, if it
wishes to.

"8, PG&E should be authorized to revise its
Annual Energy Rate to 0.00312 $/kWh to reduce

AER revenue by $55,000 to recognize the adopted
12.45% rate of return.

"9. The increase in rates anc charges
authorized by this decision is jJustified and is
reasonable. The elecetric rate schedules set
forth in Appendix B of this decision will allow
PG&E an opportunity to collect the additional
authorized electric revenues in a just,
reasonable, and nondise¢riminatory manner.”
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27. Ordering Paragraph 13 is modified to read:

"PGLE shall file by advice letter not later
than April 1, 1984 more appropriate penalties
for failure to curtail under rate Schedule
No. A=22, as discussed in this decision."

28. Ordering Paragraph 14 is modified to read:

"PGXE shall allow staff and interested parties
access to its computer models used to calculate
marginal costs. Access need only be provided
to parties in a proceeding wherein PG&E is
making such use of its models, including, dut
not limited to general rate cases or QIR 2=
related proceedings."

29. The following additional ordering paragraphs are added:

"16. PGEE shall refund to the City the

difference in charges represented by the

changes in the City's contract rates for

streetlighting ordered herein for the time the

. rates adopted in D.83-12-068 were assessed and v

collected. PG&E shall make 2 similar refund to

BART. The resulting revenue effect shall bde

recovered in PG&E's ERAM tariff provisions.

"17. PG&E i3 authorized to record
$2,429,271,000 of California jurisdictional
base rate revenues and $172,229,000 of Annual
Energy Rate revenues in test year 1984 for the
purposes of determining the amount to bde
recorded under the Electric Revenue Adjustment
Mechanism.

"18. PG&E is authorized to record

$897,667,000 of base cost revenues in test year
1984 for the purposes of determining the amount
to be recorded under the Supply Adjustment
Mechanisnm.

*19. PG&E is authorized to file by advice
letter no later than October 31, 1984 a request
for additional revenue requirement for
attrition year 1985. The revenue requirement
will be determined in accordance with the ARA

14
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‘.

methodology set forth in this decision. The
revised rate schedules reflecting this
aléowance shall become effective on January 1,
1985.

"20. PG&E is authorized to file with this
Commission revised tariffs to adjust the AER to
0.00312 $/kWh on or after the effective date of
this order. The revised tariff schedules shall
apply only to service rendered on or after
January 1, 1984."

30. Page 7 of Appendix B to D.83-12-068 shall read, as to
"Sehedule BART,":

Schedule BART

Traction Power
Demand (Per kW) No Change
Energy (Per kWh)
Base $0.03025
Annual Energy Rate 0.00312
Energy Cost Adjustment 0.02614
Effective Rate 0.05951

Station Power : ,
Demand (Per kW) No Change
Energy (Per kWh)

Base $0.03025
Annual Energy Rate 0.00312
Energy Cost Adjustment 0.02614
Effective Rate 0.05951

Facility Charge No Change

31. To be consistent with the modifications made in Ordering
Paragraphs 10-12 above, the table on page 367 is redesignated
Table VI=7¢ and now appears on page 367b. Two new tables are
added to precede Tadle VI-T7e¢: Table VI-7a, on page 367 (Revenue
Allocation Using the Equal Percentage of Marginal Cost Method):
and Table VI-Td, on page 36Ta (Revenue Allocation Using 80% System
Avefage Rate for Baseline; Rest at Equal Percentage of Marginal
Cost). All three of these tables appear in today's order as
Attachment A. The tables reflect the revenue allocation which
actually occurred, but have not been.updated to reflect changes

15
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made by this order and D.84-05-1C0, which will be handled through
ERAM.

IT IS FURTHEER ORDERED that with respect to the issues
considered herein, and except as provided above, rehearing of
D.83-12-068 as modified herein is denied.

This order is effective today.

Dated MAY 16, 1984 , at San Francisco, California.

I abstain on portion pertaining LEONARD M. GRIMES, JR.
€0 small power producers. President
VICTOR CALVO
PRISCILLA C. GREW PRISCILLA C. GREW
. Commissioner DONALD VIAL
Commissioners

Commissioner VWilliam 7. Bagley
being necessarily absent, 4id
not participate.
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Table VI-7a

Pacific Bas ¥ Electric Conpany Attachoent A
‘ Page L of 3
Revenue Allocation Using The Equal Percentage O+ Marginal Cost Method
(Test Year 1984 )

: : Present sMarginal Cost Data : Proposed :
Class : : Rates =  Revenue : : Rates =  Revenye :
of shdopted: (as of Oct. 19, $983) = Shorl-Run : :
Service : Sales ¢, s Margimal Cost = - :
H s DBase: Offset :EffectivesAv.Rate: sBasezChange:  sEffective:Change: Av.Rate :
H : 2 Rates : Fevenue @ , B
HE: B H { $000°s ) : {c/kwh) t ($000°s) ¢ (%) s :(8000"s) 5 (%) : (c/kwh) =

(1) (2) 3 ) {5 (6 N M (10) (11 {12)
@ N g L

RESIOMtialosereat 19763 TIO0SH ASSI26 I20SW00 . 631 066 190325 OIS 18.00 IMED LS &1
Saall LgtPowereces: 4792 2SS M2 ISISS T3 1003 4GS0 0028 -6.24 M7 LM 7.8
Ned. Lgt.Power..(dd.: 13855 S20228 AIZT2  OSBS0 S 9.7 1SBISM SKZSH L7 M A6 204
Lot Lot.Poutr..e.:  ISI06 AOZTHA WIS AZOS 626 .39 MBS SN2 12.06 100173 631 683
PGt teroeees 3454 125078 103287 2855  b.60 .69 SMEIS  ISHOTT 60 23k D50 b8

Sut=Total Marginal
Cost ClasseSecececat  S6950 2121648 1543053 464701 6,43 == TU2JIMA 2337463 11.11 3900318 - 4.4D 6,85

..iqhtim;....(f Yoo . 360 JB6BB 30657  ATHUT  11.7] me=s - 31865 =17.64 42522 =13.85 11.81
Sub~T0tal SalwSeseesd. 57310 2160336 1SSITI0  IV14046 548 == == TIWIII0 10,60 I9A3040 6,17 6.88
Other Oper. Rev.....: 17142 M2 == e e 16897 === 16897 = ewes

Total RevNUL.ceeeest  ST310 2177478 1353710  3I731188 6,51 === === 2406227 10.30 3939937 6,13 691 .
Q>
Notes @ b
(2> Total Offset Revenue for Colusn {3)( as of Qct.19,3983 Rates) with the following reductions
effective from Decision (D.8312049) ECAC 88,456,000 ,AER $339,000 ; and $3%5,000 AER

1350247 '

reduction resulting from this DECiSiONecseresacecccecsrrrroscerorensacnssecvorsrasecssnrossasssassECAL 8
SAER  » 178427
<b> Column (B) = Column (10) = Column (3). P60 = 7958
sRCS = R
<c> Effective Revenues for AC Classes (Column 10) are allocated by an sSFA = 3084
Equal Percentage of Marginal Cost . Col. 10 = (Col.7) x (3900318/35231441. shA-100 = 3977
554 0w S564
(6> Other Public Auth.:¥APA ( A=12 ,A-21) schedules , and Interdepartaental
are included in Mediua Light and Power. sTotal = 1555717

(#> Other Public Auth.:WAPA ( A-22 , A-23 ) , SLAC , ULB schedules , and Railway
are included in Large Light and Power.

{Fy  St. Lighting Prop. Rev,(42522) by ALJ orderes Cost of Service study

This Decision atopts Test Year Base Revenues of $2,449,000 (proposed Test Year results
oF operations of $2,472,665,000 less $22,996,000 Load Managesent Conservation refund ).
Adopted Rates have been developed to collect $2,406,227,000 in Base Revenues

to asortize an estisated $43,442,000 ( as of Dec. 31,1983 ) Electric Revenue Adjusteent
Mechanise (ERAM) balancing aceount overcollection during the Test Year.

- 367~




Tadle VI-7hb
Pacific Ges & Electric Company Attachment A

Revenue Allocation using B0Z Systes Average Rate for Baseline ; Rest at Equal Percentage of Marginal Cost 2or3

(Test Year 1984 )

Present :
Rates = Revenue :
{as of Oct. 19, 1983} =

Marginal Cost Data Proposed

Rates = Revenue

Short-Run
Marginal Cost

Base: Otésat :Eﬁectimﬁv..ﬂatu
2 Rates : Revenue
{3000°s ) : {c/kmh) : ($000°e) = (T) 2 2(8000"8) ¢ (%) = {c/kwh) ;

Sase:Change:  :EffectivesChange: Av.Rate

2) 3 10)) () {b) N YR )] {10 (n (12)
<ad> > <)

RESIENtialevennnnss 19745 770056 ATS326 1205380 6,11 G.54 1903225 7EI00 1.2 128616 110 6.7
Saall Lgt.Powerecss:  AT92 2U3SSA 142599 TSOIST  Tu45 1003 ABSAT0 207043 143 I9M2 98 .S
Ned. Lot.Power..(d>.: 15855 S20228 12272 932500 T3 .97 13I3M G129 1747 1023400 975 3
Lge. Lot.PowerooCedor 15106 492734 449569 942503 6,26 939 141G 401325 2204 1050894 1052 6.%

Agricultures eecsnset SASE 125078 103287 228365 b.61  9.69  TZALIT 14478 15.67 247945 8.38 7.18

Sub-Total Marginal :
Cost Classes.......: 56950 2121648 1SAT0S3 3664701  b.43 SSTTLM4 2357453 1141 T900518 6.4 6.85

.L:qhtim;....(&).: 360 38488 10437 493AT  IL.7M 31865 =17.44 42822 ~13.87 1181
Sub-Total Sales.....: 57510 2160336 1533710 3714046 4,48 2389330 10.60  TAT040- 4,17 .86

Other Oper. Reva....: 17142 1742 — UL, AR YY) S

Total Revenue.ee....:  ST310 2177478 1553710 3731188  6.51 2406227 10.51 3959957
{g)

Notes ©
<a> Total Dffset Revenue for Column (3){ as of QOct.19,1963 Rates) with the following reductions
etfoctive from Decision (D.8312049) ECAC $8,456,000 ,AER $359,000 ; and $55,000 AER
reduction resulting from this DeCisSioN.cceeecsecrcanercocrccrsranrnnnnencccsssonnsrsnerarasssareslblAl 1350347
AER 178423
Lolusn (8) = Column (10} - Coluan (3. :LFA 79¢8
:RCS A
Effective Revenues for NC Classes {(Column 10) are allocated by BOL of Systes Average :5FA I9e4
Rate applied to Baseline Sales (LBO) x ( J94T040/57310) x 11488 = £43324 . sA=100 son
Rest at Medified Equal Percentage of Marginal Cost .Column §0 = 2554 5584
Column (7) x (3900548 ~ 643320}/ (SS23144 - (11688 x 9.64)).

:Tetal 1552747
Other Public Auth.:WAPA { A=12 ,A=21) schedules , and Interdepartsental
are included in Medium Light and Power.

Dther Public Auth.:WAPA ( A=22 , #=23 ) , SLAC , UCB schedules , and Railway
are included in Large Light and Power. '

St. Lighting Prop. Rev.(42822) by ALJ ordered Cost of Service study

This Decisisn adepts Test Year Base Revenues of $2,449,000 (proposed Test Year results

of operations o $2,472,665,000 less $22,994,000 Load Managesent Conservation refund ).

Adonted Rates have been developed to collect $2,406,227,000 in Base Revenues

to asortize an estimated $47,442,000 ( as of Dec. 31,1987 ) Electric Revenue Adjustsent - 367a -
¥ezhanisa (EFAM! balanging agtount overcollection during the Test Year.




Table Vi-7e
Pacific as & Electric Company Attackment A
303
fdopted Allcgation
Revenue Allocation using 951 Systea Average Percentage Intrease and 05T Equal Percentage of Marginal Cost

(Test Year 1984 )

Present sMarginal Cost Data Adopted
Rates =  Revenue H Rates =  Revenue
(as of Oct. 19, 1983y Short«Run
:  Marginal Cost :
Base: Offset sEffectivesfv.Rate: sBase:Change:  :Effective:Change: Av.Rate :
t Rates : Revenue :
( $000"s ) t  (c/kuh) t  ($000%s) o (1) 2 2(8000°s) ¢ (Z) : {c/kwh)

{2) {3 4 3 {6 {n 8 (9 (10 (a1 U
W@ 40 e

Resigentidlececaceaet 770034 435326 1205380  A.11  9.64 1903225 BS06TS 10.47 1286001  6.69
Saall Lgt.Power.....: 217334 142599 TDOIW T.AD 10.13  ABSA30 234639 9.B8 STT2W8 - 5.9%
Ned. Lgt.Power..<dd.: S0228 12272 932500 473 9.97 1381344 T79384 11,37 991656 4.4
Loe. Lot.Power.. (o).t 492754 MA9SH9 42303 6,24 9.39  141BAST  S33309 12,29 1002878 6.43

9 V211041, JRSTRN- 125078 103267 228367 b.61  9.69  I34497 139438 11.48 242725 6.29

Sub-Total Marginal
Cost ClasseSecccscet 56930 2121648 1542033 3664701  6.43 SSZ3144 2337465 11,31 3900318 643

bQ\'qhting....(ﬂ.: 360 38688 10657  A9MI 1371 31862 =17.44  4W2  ~13.80

Sub-Total Salls....;: ST310 2160336 153710 3704046 6.48 23BITTO 1040 IN040 6.7

Other Oper. Rev.....: 17142 e — 16897 me— 14897

Total Revenue.......: 37310 2177476 (SS5710 3731188 b.3¢ 2406227 10,31 3959937
{g»

Notes :

{a’ Total Offset Revenue for Column (3)( as of 0ct.19,1987 Rates) with the following reductions
effective from Decision (D.8312049) ECAC $8,424,000 ,AER $329,000 ; and 435,000 AER
redu:tim r”ultinq ;ro' thi’ n'cision.....l.tl.ll.ll....'...l.l........l.O'l.l‘.l...'.ll.'ll...l:EcAc
sAER
<d> Colusn (8) = Coluan (10) = Column (3). :CFA
. :RCS
<z> Effective Revenues for HC Classes (Coluan 30) are allocated by 952 of Systes Average 15FA
Percentage Increase and OS% Equal Percentage of Marginal Cost. Coluan 10 = TA=100
<10.95 x column 4) x (3900518/3664701)> + 10,05 x colusn 7) x {3900518/2023144)5. =554

1350247
178420
7962
A4
J554
3977
soe4

Other Public Auth.:NAPA ( A=12 ,A=21) schedules , and Interdepartaental :Total 135378
are included in Medium Light and Power. :

Dther Public Auth.cWAPA { A=22 , R=23 ) , SLAC , UCB schedules , and Railway
are included in Large Light and Power,

St. Lighting Prop. Rev.(42522) by ALJ ordered Cost of Service study

This Decision adopts Test Year Base Revenues of $2,449,000 (proposed Test Year results

0f operations of $2,472,66%,000 less $22,996,000 Load Managesent Conservation refund ).

Adepted Rates have been developed to collect $2,406,227,000 in Base Revenues - 3679-
4c ascriiz an esticated $42,442,000 ( as of Dec. 31,1980 ) Electric Revenue Acjusteent

fechanise (ERAM) balancing account overcollection during the Test Year.
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bectsion 84 05 101 MAY 161088

Application of PACIFIC GAS AND

ELECTRIC COMPANY for authority, 5
among other things, to inecrease j

its rates and charges for Application 82~
electrlc and gas service. (Filed December 20,

(Electric and Gas) //fu‘
w

ORDER MODIFYING DECISIONZ83-12-068
AND GRANTING LIMITED” REEEARING

" On December 22, 1983 the/Commission issued Decision
(D.5 83-12-068, authorizing 2 gneral rate inecrease for Pacific
Gas and Electric Company's (PG&E) Electric and Gas Departments.
Applications for rehearing/were filed by PG&E, Industrial Users (xu,
Western Mobilehome Assocfation (WMA), County of Comtra Costa (County),
City and County of San/Francisco (City), Toward Utility Rate Normal-
ization (TURN), and fhe Bay Area Rapid Transit District (BART) A
petition for modification was filed by the Independent Energy _
Producers (IEP). /In a separate order, we shall address iesues argued
by TURN and the/City regarding cancelled projects and PG&E's coal
properties. We have considered herein all of the other allegationsi
raised in theé: filings and have determined that sufficient grounds
for granti&é,rehearlhg have not been shown. However, we will grant
1imited rehearing on our own motion to give the parties and ourselves
an oppo*f&nity to further review PG&E's late~filed Exhidits 201A and
2613 on’ incremental energy rates (IERs), aad to determine how these
. f£ilings affect the IERs adopted in D. 83-12-068.

In addition, as discussed below, we will maxe eertain

'modifieationu to the decision. Some are prompted by the filingu
of the partieu 1isted above, and some are the result of our oOwn
. further rcview of the record. We will briefly summarize the major
modmf:cauxon,.




A.82-12-48 ‘L/AKM:lz

In response to PG&E, we first clarify our intent that the
procedures to be developed for computer access apply to any party
t0 2 proceeding wherein PG&E is relying on computer models for
caleulation of its marginal costs. These procedures are being
developed in OIR 2-related proceedings. For our.-present purposes,
the important factors are that access nee?/pni§‘be provided in
proceedings where PG&E is making use of such models for marginal

cost development, and that only parties to those proceedings may
have access to the models. ////

We also acknowledge errors in both the electric and gas
rate bases, which result in undérestimation of the necessary
revenue requirements for the/électric and Gas Departments by
$2,012,000 and $612,000 reé;ectively. We will not increase PG&E's
rates now, however. Rather, we will increase the electric and gas
margins by the approprdate amounts, and in the next ERAM and SAM
proceedings we will Increase rates incrementally to reflect these
¢hanges. We will ndle any other revenue requirement-related
changes the made Py this declision in same manner.

We point out £0 PG&E, in response %o another of its
arguments, thay the table on page 24T7a of the decision is in 1981
dollars. When escalated to 1984 dollars, the correct figure for
the adopted load management bdudget -- $27,185,000 == is reached.
Erroneous 7eferences to this latter figure as $28,185,000 have
been corrected.

inally, we have reviewed PG&E's argument and the record
relevani/io the Westinghouse Photovoltaic Cell Module, and have

decided /to allow PG&E to expense 1ts $300,000 1984 contridbution.
The project as deseribed does not appear to consist of tangible
plant which will become used and useful, as it produces at most
1kW of electricity which will never be integrated into PG&E's
system. We stress, however, that this decision applies to this
project only. Future projects which in any way make use of or
build upon this one will be evaluated independently.
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Moreover, it has als¢ come to our attention that several members
of our staff QIR 2 teanm were not made aware of the advice filing
and consequently did not review it. We think thorough staff
review 1is important, both %0 ensure consistency betweed/Rule 2
and Rule 21, which is also being revised, and to dégérmine whether
the issue of special facilities charges would impacted OII
84-04-077.

We will, therefore, require PG&E/tO serve IEP with a copy
of the advice letter, and we will give AEP 20 days from the date
of service to file a protest thereto We will give the staff 30
days from the effective date of this decision to recommend any
course of action different from intaining the status quo. We
will not at this time suspend the advice letter.

Finally, we have na several non-substantive revisions.
First, the text on page 326/erroneously indicates funding is
authorized at one~-half the/ requested level for a "Terrestrial
Methods" study. VWe have’;ot authorized any funding for this
study, and we are deleff;g the reference thereto.

Secondly, several columns of data were inadvertently
deleted from Tadble V&-G, page 355. We c¢orrect this. Also, at
pages 367-36Tb, we/;dd two additional tables which show revenue
allocation resu%ﬁ% under the Equal Percentage of Marginal Cost
Method, and TU?N'S Modified Equal Percentage of Marginal Cost
Method. /‘

Tgﬂrdly, we make appropriate changes to any findings,
_conclusiorns, and ordering paragraphs affected by today's order.
There:pré,

IT IS ORDERED that D.83-12-068 is modified as follows:

1. New page 38a is added for the purpose of including the
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16. The following new paragraph is inserted between the
and second paragraphs on page 397: '

"We note, however, that the streetlighting

rates we adopt today are slightly lower than
those established in Exhidbit 20-E, for two
reasons. First, those rates assume adoption of
PG&E's recommended rate of return on equity.
Since we have adopted a lower return, PG&E's
figures must be adjusted accordingly. Second,
in its opening brief, page 443, PG&E ints to
a mathematical error in the computatifon of
figures in Exhibit 20-E. The correttion of
this error results in a slight reduction in the
20=E rates."

17. The last sentence on page 397 is modified to read:

"We adopt this percentage dgcrease, which will
be slightly further reduced commensurate with
the reductions discussed/adbove."

18. The last paragraph on/page 409 is modified to read:

"Step £. Increase (or decrease) the average
G-1 and G-2 rates py equal percentages until
the revenue requirement is reached."

19. All references /An D.83-12-068 to the jurisdictional
Electric Department rafe base and the Gas Department rate base are

corrected to read $5,/344,674,000 and $1,714,916,000 respectively.
The combined associited revenue requirement is $3,349,281,000.

20. Finding S22 is added to read:

"Under $est year ratemaking principles it
is reasonadle to deny recovery of $413,000
repré’senting 1983 expenditures incurred to
repair the McDonald Island gas storage
faydlity."

21. Finding 129 is c¢orrected to read:
"The adopted load management budget of

$27,185,000 including both capital and
operating expenditures is reasonable."
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27. Ordering Paragraph 13 is modified to read:
"PG&E shall file by advice letter not later
than April 1, 1984 more appropriate penalties

for failure to curtail under rate Schedule
No. A-22, as discussed in this decision."”

Ordering Paragraph 14 is modified to read:

"PG&E shall allow staff and interested partie
acecess to its computer models used to calcplate
marginal ¢osts. Access need only be provided
to parties in a2 proceeding wherein PGEE/ls
making such use of its models, includimg, but
not limited to general rate cases or/0IR 2-
related proceedings.”

The following additional ordering paragraphs are added:

*16. PG&E shall refund to the Lity the
difference in charges represgnted by the
¢changes in the City's contrict rates for
streetlighting ordered hergin for the time the
rates adopted in D.83-12-068 were assessed and
collected. PG&E shall make a similar refund 0
BART. The resulting rgvenue effect shall be
recovered in PGE&E's ERAM tariff provisions.

"17. PG&E is authorized to record
$2,451,614,000 of California Jurisdictional
base rate revenues’and $172,229,000 of Annual
Energy Rate revepues in test year 1984 for the
purposes of determining the amount to de
recorded under she Electric Revenue Adjustment
Mechanisn.

"18. ©PGLE is/authorized to record
$897,667, 000 of base cost revenues in test year

1984 for the purposes of determining the amount
to be reqorded under the Supply Adjustment

Mechan:;m.

"19. PG&E is authorized to file by advice
lett‘; no later than October 31, 1984 a request
for additional revenue requirement for
attrition year 1985. The revenue requirenment
will be determined in accordance with the ARA




A.82-12-48 L/AKM:1z

methodology set forth in this decision. The
revised rate schedules reflecting this
al%owance shall become effective on January 1,
1985.

"20. PG&E is authorized to file with this
Commission revised tariffs to adjust the AER %o
0.00312 $/kWh on or after the effective date of
this order. The revised tariff schedules shall
apply only to service rendered on or after”

. January 1, 1984." 8///’
30. Page 7 of Appendix B %o D.83-12-06 shall read, as to

"Schedule BART,":

Schedule BART

Traction Power
Demand (Per kW) No Change
Energy (Per kWh)
Base $0.03025
Annual Energy Rate 0.00312
Energy Cost Adjustmen 0.02614
Effective Rate 0.05951

Station Power ,
Demand (Per kW) No Change
Energy (Per kWh)

Base $0.03025
Annual Energiéaate 0.00312

Energy Cost Adjustment 0.02614
Effective Rate 0.05951

Facility Charge No Change

31. To be copsistent with the modifications made in Ordefing
Paragraphs 10-12/above, the table on page 367 is redesignated
Table VI-Te and/mow appears on page 267b. Two new tables are
added to precede Table VI=Te: Table VI-a, on page 367 (Revenue
Allocation Using the Equal Percentage of Marginal Cost Method);
and Table V;£7b, on page 367a (Revenue Allocation Using 80% System
Average Ratle for Baseline; Rest at Equal Percentage of Marginal .

Cost). All three of these tables appear in today's order as
Attachment A. ;
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IT IS FURTEER ORDERED that limited rehearing is granted
for the purpose of further reviewing PG&E's late-filed 'Exhibits
2614 and 261B pertinent to the establishment of incremental energy
rates (IERs) and to determine whether the IERs set by p.83-12-068

are at the appropriate levels. e//////
This hearing is to be held at such ti%, and place as

shall hereafter be designated by the assigned/Administrative Law
Judge. '

The Executive Director is directed to cause notice of the
hearing to be mailed at least ten (19)/3ays prior to such hearing.

IT IS FURTHER ORDERED that ith respect to the issues
considered herein, and except as provided above, rehearing of D.83-
12-068 as modified herein is depied.

This order is effectitve today.

y 42 :
Dated ' 1V1Q34 , at San Francisco, California.

1 abstain on portion pertaining LEONARD M. GRIMES, JR.
to small power producers. President
‘ VICTOR CALVO
PRISCILIA €. GREW PRISCILLA C. GREW
Commisgioner DONALD VIAL |
Commissioners

Commiccioner William T. Bagley
boiag neeessarily adseont, did
n¢t participate.




