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'I" -. Sv~~~Y OF 7H:S ~EC:S:9~ 

Th1s eecisio~ a~~horizes ?aci:ic ?ower a:d Li;ht Co~~~y 
(??&1) to inc=e~se i~s rates :0: electricity i~ its no~he~ 
Cali:o~ia service areas ~1 $6.7 ~llion for the tes~ yea: 1984, 
which is app:oxi~ately a lS.25x increase over existin~ rates. ??&r.. 
re~~ested an a;g:~~ate increase 0: SlO.8 ~llion in two se~a=ate 
applications, which were heard ~~d decieed on a consolidated reco:d. 

The deciSion provides ??&1 wit~ a l5.S0~ ~ase ret~:n on 
ec;:1.:i. tv. ,. 

??&L had re~~ested a 16~ base ret~~ on co~~on e~~ity pl~s a ~ni~~~ 
0: 2.0: ris~ allowance for the effects 0: the n~clear a~~eo~ents. 
This decision leaves open the dete~nation 0: an allowa:ee for ~~e 
risk effects of our denial 0: recove~1 0: ??&L's allocated'share 0: 
the cost 0: the two abandoned nuclear ;eneratin; projects. 
DeCision 84-05-097, which denied recovery. is on ap~eal a:d we do 
::.ot 'Nant to prejud;e ·the outco:":le 0: that case. 

:'lctor. 
Because of the difficulty 

sales :or the test yea:. 'Ne have followed the pattern 'Ne ha.ve 
aeO?~ee :or o~hcr Cali=o~ia electric utili~ies. This decision 
es~ablishes :0: ?P&~ a:. elee~:ie reve~ue aejuz~~e~~ ~echanis~ (E~~) 

which will aejus~ elec~ric :a~es :or char.;es i~ opera~in; :evenues 
:ro~ ~~ex?ectee :lue~ua~ions in sales. '!'o~he exten~ tha~ sales 0: 
elect:ici~y a:e hi;ne: 0: lo~er than :o:ecastee, :0: the :utu:e ??&~ 
0: its :atepaye:s will be ::-oade 'Nhole. 

??&r.. is ~o file -­_ .... 

1985 whieh will :e:lee~ ~~e ~ost =cee~~ es~i~~~es 0: char.~es i~ ~he 

level 0: operatin; expenses res~ltin~ :ro~ in:l~~ion. 
The decision p~ts into effect :or ??&1 stanea:d baseline 

(lifeli~e) allowances as requirec by the She: 3ill which was enactee 
by ~~e legisla~u:e in 1982. baseline :ate ~eco~es t.he :i:s-e 
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II. !~T?,ODUC~:ON 

A. P':'ocedur-al Back~~ound 
rt 

On May 25, 1983, ??&L f~led k.83-05-S2, ~hieb ~equest~ 
Co=:ission autho':'1zat~on o! a gene':'al incr-ease in elect:1c rate~ o~ 
S ~ 034 000 ba~p~ "~o" -·e "_~'~.yf. p~.~M~-p o~ ~p.- ypa~ 198" ..., " .,;.; - II".- '-,., •• "'.. '-- \"iI' __ .. .., eJ _ i;) ~ .. w~ v ... • \,; ... v ~ _. 4If 

,:,esult=·o~ operations. On July 8, 1983, ??&L ~iled A.83-07-17, which 
,:,e~uests authorization o~ a ~ur-the,:, rate increase. to yiel~ an 
additional $4,913,000 in revenues basec u~on the utility'S ?rojection 
ot changes in electr~city consu:?tion ~or tbe 12-:onth ?er~Oa encing 
July 31, 1984. A.83-07-i1 also asks the Co==lssion to authorize an 

# 

ongoing SRAM to provide ~or ~utu~e ~ncrease~ or dee:eases ~n ??&~'s 
:ates basec u?on the relation3h~? o~ actual electr~c~ty sales to the 
correspond~ng test year ~evenue: adO?tec ~n general rate ca~es. 

At the ?rehearing con~erence held on July 29, 1983, the 
presiding Ae:inistrative Law Judge (ALJ) 6i:ecte~ tbat A.83-05-52 ana 
A.83-07-17 be heard on a consolidated recor~. According to ??&~ the 

a?pl~ca tions are eo::-.bi!lecl. o~ a consiste~':. bas~s. 

3. l)u .... l~c ::ea .... ~ ... I"'~ • i.,,} - •• • ..... :t ... 

':.est~~o:y ~~~e held oe~o~e ALJ Haley i~ Cresce~t Ci~y an~ two cays in 
Yreka, with an evening seSSion oei~g hel~ at each locatio~. 
Altoge':.he~,aoout 400 ??&L ~ate?aye~s attende~ these hea~ing~, and o~ 
tha~ nu:ber over 50 person3 :ace ~tate~ents in O?pos!:ion to the rate 
~ncrease. :ollowing the public witness hearin~s, i1 ~ays o~ . 
evicentia~y hea~ings we~e hel~ in San Fra~ci:co, concluc~ng ~i:h oral 
argu~en~ on Dece=be~ 13, 1983 when the :atter was taken under 
suO:ission subject to the ~iling of b~ie~s on Janua~y 6, 198u • 

- 3 -
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!~ aeeition to the ~tilitl and tbe sta~~ (~oth o~ who: 
int~od~cec co:?1ete ~e~~!ts o~ o?e~ations studies and. ?a~tici?atee ~ ... ....... 

Cali~o~:::!.a Fa:-:: (CFB:n, 

'!o~-a'~~a··o~ (~·\,I·R'!) Co~g"~~O-a~ ~o"o-'-~~ ~~ .... __ M w .. ~. ..,. .. "4, ..... ..".." ..... ;.J... ~_ 

~o~a~d Utility Rat~ 

:. BOsCO,' a~c the 
Siskiyou Cattle:en's As=ociatio~ and Kla::ath 
C. ??&L's Operatio~s 

3azin Eayg~o~e~~. 

??&L is a large dive~si~iee co~?o~ation. Its ~iees,reae 
operations enco:?ass three distinct ~usine:s sectors: (1) electric 
g~~e~a·~o~ -~a~~~~~~~o~ ~~~ ~~MVJAp. (2) ·p~eco~-u~Jca·Jo~~ a~A _.. • ...._ .J., ""'. .. .. .., .... _ .... ~_ 10 .. "' ..... <.i. ..""J _... ..-.. ... , w __ .......... __ ... _ .;. • ..., ....... , 
related technologies; and (3) :1ning and resource develop=ent. O~ 

the three , the electric utility sector is by ~ar the la~gest. 

??&L'~ electric o?e~ation: se~ve over 550,000 custo:e~s, only about 
~ive percent o~ ~ho: a~e located- in Cali!o~nia's three northern 
~o~der counties o~ Del Sorte, Siskiyou, ane Xoeoc. The other 95 

stations 
As an electric utility, ??&L operates 

,. .. ~ ......... telephone 
su~siciary, ?aci~ic !eleco:, i~ the ~i~t~ la~ge3t non-Be!l 
tel.eco:=un:!.cations co::,any in the eo'l:!'l"::y, providing se:-v:!.ce in =1x 
north~este:-n states and A!aska. Its ~holly o~nee su~sicia~y, XE~CO, 
one o~ ??&L's resou~ce develo?:e~t an~ ex?loita~ion activities, 
oye~ates iO coal :ines in ~ive states. ??&Lt~ consolicatee co~,o~ate 
~evenue: i~ 1982 ~e~e $1.4 billio~, of ~hich Cali~o:-~ia 
juris~ictional sales o~ elect~ici~y acco~ntec ~or less than S50 

Cong~ess=an Eosco represents the :i~st Congressional Dist~ict in 
the United States House o~ Representatives. Sis pa~~icipation in 
:h!s p~oceeci=g ~s on oe~al~ o~ h~s Del ~o~~e Co~~~y eo~~:~:u~~~~ • 

I, - .. -



. . A.83-0S-S2, A.83-01-11 ALJ/~r/rs ALt~1G 

•• D. the Issues 
The 133uez ~~esented i~ this ,roceeding are listed ~elo~ in 

the o~eer in which they are discussed in this decision. , . 
2. 
~ -. u. 
5. 
5. 
7. 
8. 
9. 

10. 
11. 
, 2 .. 
13. 
14. 
15. 

'6. 
17. 
'8. 

• ' 9 • 20 .. 
21. 

Jurisdictional allocation. 
Sales of elect~1city forecast. 
Eleet~ie ~evenue adjust:ent mechanism. 
?rocuction ex,enses othe~ than coal. 
Cost of coal. 
Bonneville ?ower Ad~inist~ation ~ate increase. 
Sa~e ha~oor lease (Malin-Micpoint t~a:$cis$ion line). 
Treat:ent or ca,italized ~enef1t= ror tax ~u~~ose~. 
Repair allowance deduction. 
Miscellaneous tax issues. 
?lant held ror future use. 
Other deferred debits included in rate ~ase. 
Colstri~ Unit No.3. 
Cost of e~uity capital. 
Erfects o~ a~andoned nuclear p~ojects on cost 
of equity capital •. 
Conservation programs. 
Long-~un incre:ental costs. 
Cost allocation to custo:er classes. 
Rate design within customer classes~ 
Comparative rates. 
Notice to the pu~lic as to (a) the a:ount 
of the requested increase and (b) consioeration o~ the 
effects of a~andoned nuclear projects. 

In addition, we raise the issue of the need for 4 general schedule for 

utilities not now covered by our Rate Case Plan. We rccoqn.ize that, due to 4 series 

of d.elays on the part of both the company and our own staff, that we are today 

1ssuing a decis10n for test year 1984, now 1l4lf over. We direct our EXeeut.ive 

Director to review our processes with the goal of developing such 4 genera.l 

schedule for the ~es involved • 

• 
- 5 -



• 

• 

A.83-05-52, A.83-07-17 ALJ/~~ AL't-·tl!B 

!I!. JUR!SDICT!ONAL ALLOCAT!O& 

Beca~se ?ac~~~c ope~a:es a~ integ~ated elec:~ic util~ty 

sy~te= serving a nu:b~~ o~ states, it is ~ecessa~1 to allocate joi~t 
?la~t ane ex?e~ses a=o~g t~e ~espective ju~iseictions ~or rate-f~xing 
~ur-?oses. 

is based upon the coincicental-peak allocation :e:hoc upon which the 
utility cas previously ~elied ~~ ~~S Cal1!or~ia ,roeeec!~g~. :h!s 
:ethoc has oeen adoptee fo~ rate-fixing allocation purposes b7 all o~ 
the jur-iscictions in ~hich ?P&L p~ovides electric service except 

;{hich the Co::C:"ssion acopted as an inte~i= approach in D.82-12-071 
A.60560, ??&L's last gene~al r-ate case. 

4 ... ... ~ 

It is ?P&Lfs pOSition that i~ dif~e!"e~t allocation ::lethocs 
are adopted !or rate-~~xing pu~poses by the several states, the 
ut~lity has no assurance that it ~ill have a reasonable opportunity 
to recove~ its cost o~ p~ovie~ng electric service. In support o~ 
~~~s ~0~·10~ ~~'·r ~o~"'·s 0"- ~~a· ~v~~-~. 59 ·~e jo~"'· •• a~~ ~.- ~.~.~, •• a~ p _-v ~~ w_ ~ _A __ ~_~ , ~_ .~v ~v •• -

u~ility ove~all co:par~so~ ex~ibit, sho~s the sta~~'s re'l~nue 
~e~ui~e=ent ~~gu~e ~or the test year 198~ to be $1.21 =ill~on lo~er 

jurisc~ctional allocation :ethocs. 

saie: 
interi: cec~sion in A.60560, ~e 

"7he oethoc ~or allocating costs ane 
~nvest=ents to California ~ro= 
?aci~iefs total sjsteo ~as a hotly 
eontestee ~ssue as ~t ~as in ?aci~ic's 
1979 rate case. ~his inter:!.: eec~s~on 
coes not ac~pt any ,ortion o~ ?ac~~ic's 
~e~uestec rate increase that ~as 
subject to cispu~e by othe~ parties on 
.~~ -~s~s o~ .~"~~~~g 4""~~A~c·.o~al ~-- ~Q - • ~ •• --.-~ ~~._~~_ ~_ u 

alloca~ion :ethocs. A !~nal eecision 
on al:ocation =e~hocs ~ill be :ace 

• 
- S -
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a~te~ ~urthe~ hea~ings. Othe~ states 
will ~e encouraged to pa~:ici?ate i~ 
...... e hea,..ol........ "e '/p'e'" 4I'~ ... ~~ i'·,/,..-p ..... ""... ;.. ...... 0..,,· " '--_ ............. __ ~r...o ... ...,., .... 
on t~e allocation :ethod ~e=ding the 
conclusion of these hearings oecause we 
believe that it is unce:irable to 
, .... of' a"e"'a' ,.~ c-a ...... e ...... e of ........ s"''' c" 01 0'" a' 
""."'-- '-ft .. -.J ... ·"0 "".... tJ-. - "-- "",_ ..... 
allocation =ethoc without consultation 
~ith other states ane ~ithout the 
develop=e~t 0: a :ore co:prehe~sive 
record on allocation ?~ocecures.N 
Subse~uentlJ' in D.82-i2-07i, our second interi: deCision 

i~ that rate case, we stated: 

"The ~our cays o~ ~urther hearings in 
this proceeci~g, ~hich were hele ~or tbe 
li:itec ~ur~ose o~ ta%ing evidence 0: 
jurisdictional allocations, produced 
little in the way ot new ~acts on which 
the Co==is:ion car. base a deCision. 
Other than a clarit~cation o~ the 
sta~f's ~elative use :ethod and an 
exposition o~ how selective-type L?!C 
studies might be usee for allocating, 
the only significant infor:ation 
gathered Was rein!orce=e~t o! tee 
op~ositiQr. o~ the other stat~s to any 
u~ilate~al action or. allocations 01 
California. We will ado~t the ~elativ~ 
"~e M~"~OA 'o~ -~~~ a~~'~C~"lo'" a~~ 
--....., ....... ,.t ... ~ .... .... 'wi ••• .,,; ~~ •• -...."'_ ".. ."'-, 

~e~cing final agree:er.t aeong the 
~~~.~~ 'o~ a~v 'u·'·~~ ?ac 4 'lc ~~"e '-11 ....... .",""'_, ... ., ... ..,Wl.... • ..... .., 
ir.crease applications. We believe, at 
·~Js ... ~~ • .. ·s -~~ ~~s" MA"~O'/ .... ~ca"~~ w ... ~_ ....... ,."", _ ~ ...... '..J .... ..,; ~ .. "' •• f-.~ ... ,-"w_ 

it is a reasonable ir.te:io ap~roach that 
~ill acco=plish two things. :t ~ill 
give so:e recog~itior. to the ~:oble= o~ 
A~~~a~''''r o~ g"'o~·~ a~o"'~ ~~e ~-a."es ~"..-Jl' .. -"""J • .. ..., •• AIWo .... t).,.. ~w \,,10 

and, :ore i:portantly, give a strong 
signal of Cali~orr.ia's desire !or a 
revised alloeation procedure t~at will 
re~leet that dispa:ity o~ growth or. a 
continuing ar.c fair basis.~ 

• 
- 7 -
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!~ D.82-12-07't we c~a~gec ou~ sta:: w:th tak:ng ~he leac 
:'n ::ov::'lg to ..... a~d a co=.se::.sus a:ong -=.he :;-=.ates ::: cevelop:::g a !'"evisec 
allocation cet~odology which would oe acceptable to each o~ the 

. 
sta~~ has on :;eve!'"al occasions s:nce the ~=suance o~ that cec:sion 
pa~tici?atec i::. =eetings and coc:u~icated by co!'"!'"espo::.de::ce with the 
representative:; o~ the other co::::is::'on:; concerned w:th the 
juriSdictional allocation. The s:a~~ wi:::ess te:;ti~ied that the 
va!'"ious states hac ::.ot reached a ~i::al agree:ent regard:::; :ethod; 
however, a-=. a :ee-=.ing o~ state rep!'"ese~tatives helc July 15, 1983. 
there _as a general consensus -=.na-=. ~avo!'"ed the cet~ocology o~ -=.he 
NAROC Elect:-ic Cost Allocatio~ Manual published in i973. 

· ... il1 not be realized :: the ~oreseeable ~u-=.u!'"e, eve:-. :0 the 
cea::. ..... h:le, we have gro ..... :: inc:-ea:;ingly conce:-ned as ~o the 
appropriateness o~ the :-elative-use ::ethod we adopted a~ an inte:-i: 
~easu!'"e :n the las~ :-ate case. In that :-a:e ease, the di~~e!'"ence .('" ... .. 
annual !'"evenue !'"e~u:!'"e=eo:s ~eee:-:1=ed by the c01=c1~eotal ~eak 
allocation :ethod and the ~elat:ve use :ethoe wa~ only $;85,000. 
7h:s d1!~e:-e=ce has g~o ..... n :0 $1,210,000 in t~1s ~~oceeding, and t~e 
:r.c~catioos a:-e that ,tb:s ei!~erence ..... ill coo-=.inue to g~o...... It woulc 
see: to ensue, the~e~o:-e, tbat an eve:- inc~easi:g ~o!'"tion o~ ??&L's 
plant invest:ent and ope~ation cost: ~11l be ~elegatee to a 
j ··~._·s~ ... ~c~~_o~.a' ... no ~~~'r 'a·~ '-'~-~ a-.... .... _ .. • -"", ..... Oil ................... . 

cred:: and its cost o~ :oney. 01,;.:- o~:g:nal pu:-pose, ~b:cb waz to 
assu:-e Cal:~o~nians ..... ould bear no unjusti~1ed rate bu~c.en, ..... ould :0: . 
be :et, and tbus ou~ alloca-=.:or. e:c.eavo!'"s could oe sel~ ce~ea:i=g. 

~ARUC :ethod was no-=. re~lected in the sta~:'s p~ese:ta:ion was that 
co~se~$~S reached a~ t~e July 15, 19?3 :eetin; occu~~ec :00 late ~O~ 

- 8 -
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e 
t::i~ proc~ed!.ng. 

the ~AROC cethodology, the s~etchy evide~ce o~ record shows that it 
wo~ld probably result in a~ allocatio~ o! abou! 3.9~% ~o Cali~or~ia 
co:pared to 3.88% ~or· ;he COincidental peak ::ethod. Viewed in th!~ 
light, ??&~ts allocation ::ethoc appear~ to produce a conservative an~ 
reasonable allocation to Cali!ornia. Eowever, ??&~ did not present 
suf~icient evidence to cause us to abandon ~he relative-use :ethod o~ 

proceeding. 
~t this ti:e, we are placing ??&~ and our sta~f on notice 

that i~ the ~tility's next rate case, the sho~in; o~ each shoul~ 
include, in addition to ~hatever :ethodology they cay pre!er, an 
allocation study based on t!le consens\:.S ::e';hodology using the 19i3 
NAROC allocation can~al as well as' an alloca~on based upon the 
relative-use :ethod. 

e. 
1\. 

IV. O?ERA7!~C REVE~uES 

• 

The staf! di~!ers with ??&~'s elect'!'icity sales forecast 
with respect to indus~rial sales and special sales ~or resale. The 
sta!~ esticates tes~ year i98~ industrial sales a~ 65,500 

57,905 MWh. This di~~erence in sales !orecas~s e~uates to a revenue 
re~uir~::~nt ci~~er~nce o~ $U98,OOO for the test y~ar. 

At the heariegs, the ??&~ loac wi';ness testi!iec that nine 
conths of actual experience subsequen'; to the Gate on whieb tb~ 
sal~s ~s:i=ate was =ad~ s~ows the utility'S for~cast !or Cali~qr~ia 
sales to be within ooe perce~t of act~al expe~ienee, with the ac!ual 
loaes ex~erieceec bei~g below those ~orecast. 7his wi~cess ~es:i!ied 
further that his best current esti:a:e o! loads would result in :he 

S ~o~~o~~~~ a 'o· .. ·e~ ·a~~· 'o~e· ea·-l' .... t,J ........ 0. - .. eJ ___ "'" ... wi'" 
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Tbe s:a~~'s hig~e~ esti:a:e o~ j98~ i~~ust~ial ~ales 
=es~ts ~~ pa:~ :=o~ its ~=e~ictio~ 0= a ~=eate: econo~c 

in~ustries, and in par-t ~r-o= th~ stat~'s use o~ a ~irrerent 
~o~~ca~.'~~ ~e·~oA 2 .. ~.. ~ ...... 0. ... ~ .... \.to. 

The ~eco~d sho~s :~at ??&L's actual expe~ience has be~n 
that sales to indust~ial custo=e~s du~ing the ~ir-~t nine :onths o~ 
1983, exceeded its ~o~ecasted sales by 39%. ??&~'= ~ationale ro~ 

activity at a ne~ gold :ine. 

We a~e ot the opinion that the pr-esent and nea~-te~: t~encs 
in the econo~y o~ Caliro~nia give g~eate~ =U?po~t to the sta~~ 
fo~ecast o~ indust~ial sales than to that o~ ??&L. These encou~aging 
econo:ic tren~s, plus t=e ~act that the staff's ~orecast is based on 
la:er- load da:a than the utility's tcrecast, convince us that ~e 

ye'a.~ j 984. 

~ •• o· ... e ~.~.'-~ ... ' t~ o~jec·.o~ u: _ w ...... to :he fact -:':'a: the cos: 
of the staf~ inc~ease in the sales ~orecast ~as not ca~~~iec th~ou;h 
to staff case. ??&L is corr-ect in 

2 ....... e ~ ·ar~ pO«'.·· on 0'" /!JoCO"'O-'; C • "'e""A ... ~ ... o .. ,...... • 9':1" "a~ ~a./!Jo"" 4 .... J" •• w"Jw.. w_Wl ... It •• _ ... _ ..... W ... •• '.-..",J w ... + ,-() ... , c;, .... Pi aJ t,J 9J ...... _ •• 

~a""· o~ • .... e ·u~e '083 ~o""/!Joca~"· ~ .... o- ~a·~ ~p·o"""ce· ~""Ao"'~o"'a·e~ ;t1 .... •• .",... cJ _ I ., ..... _.,,,,,,,.......:..J..,t:;. ... _w...... .." _......... ., . ... '-
( "':;1"1") a ... ;1 "'~e S'· ...... e ... 108~ !'C~A ~u"'·~e"'''' '!'o~/!Joca"'·~"~ ~"''''~6C'' ~'!)~-~ '. j"I ... - •• '- -..... "'*............ , ~ \J... ~.., _ *j, .",.." • ...., - ¥ _ ..... 0 ..... ..." r,J ..... "". .. .. ~ -.I *til 

~o~ecasts ~~~e ?~e?a~ee in Oc!obe~ 1982 a~e ~e~e not subse~~e~:11 
c· ..... a.~.~e.... ~ .... ". s·a~~ ~o""/!Jo"'a·· o~ ~ "'~u··""<a' sa''''s "as -"~/!Jo u~· ..... a w ~ _u_ ... -- .. -_~ ... -~ oJ ..... - -_ ~ -~~_ ~--o 

diffe~ent =et~odologJ :~an ??&~ e:ployec. The s:a~~ usee a 
:ac~oecono:ic equat~o~ ~o~ the ~e~ioc i9iO-1983 by q~a~:e~s to 
develo~ its esti:a.tes. ??&L ~e!ied :ainly on e~oss-sec:ional 
econo=et~io equations to :ocel changes i~ the ~~e~s:~~a: secto~. 

- j 0 -
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either (1) the lower wholesale sales which woule ~esult ~rom the 
increase in retail sales or (2) the increasee proeuction costs to 
proeuce the increase in retail sales. !t is oovious that P?&L canno~ 
generate an extra 8,000,000 k~~ without incurring ~elatee costs. 
Accoreingly, ~e will acjust the appropriate eleme~ts o~ our aeoptee 
test year results o~ operation to re~lect these acditio~al eosts. 
B. Electric Revenue Acjust:ent Xechanis: 

On July 8, 1983, or about six ~eeks a~ter ~ilins its 
application for a $6,02~,OOO general rate increase, ?P&~ ~iled its 
secone rate increase application requesting (1) an aecitional 
increase of $~,9j3,OOO ane (2) the establish:ent o~ an ERAM provision 
in its tari~~s. In reponse to the Co==ission's consolieation o~ the 
two applications, PP&L filed supple:ental exhibits (Exhibits 19, 20, 
21, 22, and 23) on August 18, ~983, :"e~lecting the co:l'oinee reve:lue 
require:ent increase as $10,873,000. 

We have over the past several years established ERAMs !or 
• all of the =ajor Calitornia electric utilities, including Paeific Gas 

and Electric, San Diego Gas and ElectriC, Southe~n California Eeison, 
and. Sier"ra Paci~ic Power. The pur~ose of the ERAMs that ·..re have 
placec in e~~ect th~oughout the electric utility i~custry in 
California is to reflect in rates ov~~- ane und~~collec~io:ls o~ 

• 

acopted operating rev;nues caused by ~luctuations in sales. Through 
the application of such a :echanis=, the utility i~ afforded a better 

-u .... ~" ... g ..... e 
'i.. .. _*. w ... 

~ea"" a"'- -he a- ...... 4t~on ~~a .... Ay ou .... a~lo~~ ...... _g it -... 0 co ... "_eA ..... ~~e ,J . ......... ..............,J ':: .. W .. - ~ - ..... _ .... 

intended a:ount of adopted. ope~ating rev~nues. The ratepayer is, in 
tu~~, a~~o~cec ?~o:ection, because ~he mecha~is~ e~su~es t~at ~~e 
utility retains no core than that a=ount of revenues. :urther:ore, 

eli:inat1ng disincentives !o~ the utility to pro:ote the conservation 
policies enunciated by this Coc:ission • 

- " -
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re!'lected. 
!t is unreal~stic to ex~ect that all o~ the key assu:ptions 
.('" .... a ~evenue ~o~ecast ~ill oe borne out ~uring the t~o-yea~ 

perioe ~or which ~ates a~e being set. Un~oreseen ane u~preeictable 
!'actot"s, ~hich a~e beyone cont~ol by the utility, usually cause 
recoreee ~evenues to be g~eate~ or smaller than the ado~ted test­
pe~iod level of operating revenues. Departures ~roo the ~oreca$t 
assucptions becoce core critical as the :agnituee of the authorized 
revenue increases. 

A:ong ~evenue forecasting consicerations that have a high 
eegree o! uncertainty !or an electric utility are the follo~ing key 
factors: 

a. The ef!eet on electricity sales of a 
high level of increase in rates. 

b. The res~onse of custo:ers to the 
utility'S conservation ane loae 
managecent p~og~ams in reducing their 
e~et"gy consucption. 

c. 7he potential ~or ~evenue instability 
resulting froo custooer reaction to 
changes in rate design. 

d. The uncertainty of fuel prices and 
their·e!fects on overall rates and 
sales. 

e. The ~=pact o~ ~eather on elect~ic~ty 
sales. 

~ .. 

g. 

~~e u"'ce-~a'~~v o~ -*e ~co"'o~y ••• ... .. -.; _a..t.liJ • W,".- ., ....... , 

includi~g the i:pacts o~ in!!ation and 
une:ployoent 00 elect~icity sales. 
:he gain o~ loss o~ la~ge co==e~cial 
ana industrial custoce~s ~i:~ 
atteeaant shifts and chaeges in 
~lect~ic~tJ sales. 

Subject to ce~:ain oOGifica:io~s, the staff su~~orts 

technical c~anges in language, the sta!! reeo=:enes the 

• 
- 12 -



• 

• 

• 

A.83-05-52, A.83-0i-17 ALJ/~r Id: ... 

~:tabli~h~e~t o~: (1) a "cap~ on Z?AX so that ??&L does not exeeed .. 
its autho~1:ed ~3te ot ~etu~~; and (2) a range o~ revenue 
~luetuation or one to two ~e~eent a~ou=c whieh the =ee~a~is~ would 
not be t~iggered. 

??&L cizagrees with the zeeonc o~ the start's suggested 
:odifieatiocs to the ERAM p~oposal. ??&!.. eontencs I., ...... 
ci~fieult to tell how the sta~~ would co=pute this range. ??&L 
brings out that the 5ta!f witne~s te~t:tied at one point that a $2.1 

:illion unce~eolleetion in 1982 would represent only a negative 
0.93% unde~eolleetior. anc, at anothe~ point that an $0.5 ~illion 
uncerc~llection at a higher revenue was e~uivalent to a one ~ereent 
uncercolleetion. ??&L e:phasi:es that the star~ has s?onzo~ed a 
sales to~ecast a?p~oxi:ately one ?e~eent g~eate~ than the utility, 
with this di!~erenee ~epresenting a?proxi~ately $500,000 in 
revenues. ??&L ~easons that, if the st~tr ERAX ~ange proposal were 
adoptee and it aetual sales p~ove to be equal to the utility's 
foreeast, a substantial revenue loss '..rould oee:.::- '..rhi.en eould not be 
eo~~ec:ed through :he E~AX. ??&L a~gue~ that such an 
unce~eollectior. ~ould be :uCh :o:-e like11 th~n any ove:-eolleetion 
because, it asse:-ts, even lowe:- !'o~ecast 

tu~ning out ';.0 be g~eate:- tban actual sales. ??&L's po~ition 
that its eusto:e~= would be ace~uately p:-otected by the 

should be :-ejected. 

I .. ..... 

Cong:-ess:an Eoseo'= ~e?~ese~tative, as ~ell a= a nu~ber 
o~ the pa:-ticipating =e=be~s 0: the ?ubl!c, O~~O~~ ~he esta~li~h:ent 
or a~ ERAX :eehanis:. They contend that it ~oule:-e~ult in too­
!:-e~uent rate ine~eases, that it would det~aet .~~o= the conse~vation 
e!'!ort, and ';.hat i';. ~oulc shi!';. ';.ne .stockholce~sr ~isk to the 
:-ate?aye~. !hese issues are not u:'!i~ue to ??&L's situation; they 

- 73 -
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are ;encric to the E~~ concep~. We arc of the opi~ion ~~~t ~~y 

s~cb effects on ?P&L ~oule, as they are :or ~e rest 0: ~he 
Cali:o::ia electric utility i:e~st:y, be ~ore th~~ offset by the 
adv~~t~~es that acc~e to ~he ratepayer ~~e stockholder alike. 

Acco:din;ly, ~e will ee~y Con;:ess~n Bosco's ~otior. to 

dis~ss ?P&L's Z~~ application. We ~ill aeopt ??&~'s proposal 

in p~~ as sho~ in Appendix a prospectively except that we '~ll 
provide for interest to accrue at th¢ 3-~onth co~e:cial pa~= 

rate as we do for other utility E~V. balanci~; acco~~s • To the 

• 
sales =eve~ues result~~ fro~ actual sales differi:; f:o~ forecast 

sales adoptee in ??&L's last ge:e:al rate ease, the applie~tion is 

deniee. We will not adopt the staff's reco~enda~ior. for a r~~;e 
of revenues as a t:iq;erin; device fo~ t~e Z~~ O~ :or ~~e esta~lish­

~ent of a cap as this ~oule be a departure f:oo establ~shee E~~ 

p:oeeeu:e. We ~y, however, ~ish to ex~~~r.e ~he concept 0: a cap 

T~ere is a difference 0:'S348,000, after alloca~ion to 

Califo~ia, bet~een ~he ??&L ~~d staff esti~ates of 1984 proeuetion 

e~e~ses at the utility'S coal plar.~s. excl~ei:~ t~e cos~ 0: coal. 

to be escalatee. 

by escala~ing 1982 ~c~~al expenses ~y ~~e pe~centa~e eh~~e ~e~~een 

??&L's 1982 ~e 1983 bue~e~s. 

?P&L's ?~oposal to ~e t~e 1983 ?l~~t ~~d~e~s as ~~e base ~~o~t. 

One p=o~le~ is ~hat t~e 1983 bue;e~s ~e:e crea~ed i: 1982 be:o:e 

~~~y 0: ?P&L's =ece~t cost cont~ol ~easures were acop~ee; the:efo:e, 

the 1983 b~e;ets are a less 

eX?enses ~han the utility'S 

ace~rate ineica~o~ 0: actual 1982 

1982 reeoreee eX?e~ses. 

-14-
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is that the 1983 buegets a~pear to have i~cluded $9.7 :i11io: ~or 
caintenacce expenses =cce~ulee to be accocplished i~ 1982 ~ut 
eefe~~ed to 1983. :he sta~~ contecds that the utility has aeoptee a 
a continuing ee~er~ed-=aintena:ce policy ~hich ~ill jeopardize the 
public interest and increase prod~ctio~ expenses. !n su~po~t of 

or a ?P&L ~itr.e~s at tran~c~ipt C7R) 7uO: 
"Now, ~e planned (in May 1983J to shi!t a 
sizeable amount o~ :aintenance, once 
aga ~'" ~o""··a"''''' 0( ..... 0 .. 98" __ , • ~~ .~ __ ~ I ~. 

"But, like in a lot of cases, the plans 
just a~en't ~orking ve~y ~ell because oy 
defe~~ing the caintenance o! Cnit ~o. , 
at Centralia, as an exa=ple, we ran too 
far'. 

"We shoule r'eally have taken that unit 
eown for annual :aintenance this 
su::e~. 

"Anc ~hat has happe~ee to us is tha: we 
have had so:e severe :eccanical 
cifficulties with that unit, ~he~eir. it 
~s go~"'g "0 ~e o~~ '~"'e ~o'" - -~ ~ ~ .. ---- .. 
a?proxi~ately 30 day~. 

"We a~e going to co a ~uick fix on it 
and get it back o~ so we can continue to 
cake sales fo~ resale to keep our 
custo:ers' rates as low as possible. 

"!f that coesn't wo~k, it's possiole that 
the unit could ~e eo~~ fo~ the ~nti~e 
~ortion of :he yea~ that ~e=a~ns." 
!he sta~f ta~es the ~osition that the case used ~O~ 

esti:ati~g 198u ~x~e~ses sho~:~ cot inclUde one-ti:e ex~enses i=c~~red 
i~ i983 that should have ~een :aee in i982, especially ex~enses which 

.. ~5 -



• 

• 

• 

A .. 83-05-52, A.33-07-17 

to:: 
T~e sta:: acc~es ??&~ 0: eeli~:ately ta%i~~ ~~ ~wa::a:tee :isk 
whic~ =esultee i~ ~~e eete:io:atio~ 0: elect:ic pl~t i~ o:ee: t~~t 
the utility would ~ot have to :ed~ce its diviee~e. 

~e a;:ee with t~e staff poSitio~ that the :atepaye:s should 
no~ be called upo~ to pay t~e aeditio~al costs associated with a 
decision Which ?P&~ appea:s to have taken solely :0: ~~e bene:it 0: 
its stockholeers. 
~-oe··c··o~ ex~e-ses (ev.c_'''~_·.~.~ ~_· ... ·e_') 1:''' ""'._... 1:".. ......"" .. 
!his is the only portion of test-yea: ?:oe~~io~ expenses (o~e= th~~ 
t~e,cost of coal ~~d the ju:isCictio~al allocation) which =e~ined at 
issue at the ti~e 0: s~~~ssion. 

esti~ates 0: 1ge4 test yea: coal costs :0= the utility's Centralia, 

test yea: revenue :e~uire~e:t $32~,000 lowe: th~~ ??&L's. 
addition, the staff esti~ate 0: coal cost would.=esult in a rate base 
co~pone:,: c.\:e to the i:lVest~ent in coal :'nve~to:",! which is $55,000' 
lowe: th~~ ??&~'S esti~~te. 

coal costs :eco:ded c.u=i:; the last:ou: ~onths 0: 1982 and the~ 
:acto:in~ ~~e ca~a ~pwa:e usi~; a Dece~e: 1932 DR: escal~tio: :o:c-
cast.. 
eOweve:, t~e s~a:: ~sec ~he ave:a~e cos~ 0: coal c~:i~; all 0: 1982 

ane escalatee the cata ~i~; a :1.:.1y 1983 D~: :o:ecas~. 
~e will ~eop~ t~e ~tilit1's es~i~te :0: the cost 0: coal. 

Du:i~; ~he hea:i~;s ??&~ ?:ese~tee ~es~i~ony s~owin; the :eco:eee 
l2-~ont~ ~ve:a;e p:ice :0: coal at Cent:alia as 0: Au~s~, 1983 to 
be $20.06 pe: ton. Bscalatin; to a 1984 level 0: expe:se woul~ 
:es~lt i: a p:ice :0: coal ve:y close to ??&~'s esti~ate of S2l.30 
pc:- ton :0: 198~. We • ... ill a,loso allo· .... ~ acd:'tio:'.al S7, 000 i: test 
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~elated to the g~eate~ :egawatthou= sales :e:lee~ee in ~he :ev~u~ 
:i<;u:e '"e a=e aeop'ti~~. 
C. Purcha~ec Power Ex~en~es 

In early Octooer, duri~g t~e cou~~e o~ the hea~i:g~ in the~e . 
proceedi~g=, PP&L learn~c of the 30nn~ville ?ow~r Ac=i~istration 
(PBA) i~te~tion to 1ncreaz~ the rates it charg~5 ??&L for electri~ 
power effective ~ove=oer 1, 1983. ??&L =hortly thereafter i:tro~ueed 
Exhibit 20A eontai:ing 7able 20A-1iC which detailec the revenue 

i::eci~tely :ovec to =:rike this table on th~ ground: that it wa~ 
intt"o~.:ee<! withoutr:o:ice to intere!'.tec pa!"ties and in an unti:ely 

Qotior:, ane at this ti:e that portior. of the staff's petition of 
Nove=be~ j~, 1983 relating to EPA is still ,encing. 3 In his opening 
~~ie~, sta~f counsel ~octinues to :aintain his posit10n in opposition 
to the inclusion of the EPA increase in the ceter:ination of P?&L'~ 

California to oe $ii9,OOO. :his fig~~e was ~eviewe~ ane accepted by 

3 :he staff's Nove=~e~ 
to ove~~~le :he ALJ is 
headi~g "Co!stri? U~it 

- i7 -
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r~~ults o~ operations for test year 1984. 7he i~pact or the 
suspension was to reduce the revenue re~uire=e~t ~or Califor~ia oy 
$236,000. Staff counsel, in ~is opening orie~, contends that, it 
P?&L's BPA-relatea re~uezt is considerec at all, it should include 
only the reduced increa~e of $483,000 that ca:e into effect on 
Nove:cer 1, 1983. 

We have con3idere~ 3ta~~ counsel's pending :otion to strike 
Table 20A-11C of Zxhibit 20A. ~e ~inc no :erit in his position that 
it should be stricken on the oases it was unti:ely and notice was not 
given to intere5tee parties. We will confir~ the ALJ's ruling denying 
the :otion to strike :able 20A-11C. We are in agree:ent with the 
aSSigned Co:=issioner, who in his ruling of ~ece~ber 9, infra, 
co~=entec as ~ollows on this aspect o~ staff counsel's :otion: 

~!n a recently ~11ec joint co:pany and staft 
eXhibit, No. 53, ooth parties agree that 
$U83,OOO is the increased revenue 
require:ent cue to the EPA rate i~er~ase. 
Since this increase is i=posec by a:othe~ 
gove~n:ental entity anc ??&t :ust i=pl~:ent 
it, ! see no reason to eelay that 
i:ple:entatio:. ! ag~ee ~it~ ALJ Ealey 
that 7able 20A-11C o~ Exhibit 20A shoulc 
~ot be stricken =:o~ the :eco=c 0: 
this ~roeeecing.~ 
!n the =eant~=e, the issue a: to whether the an~ual e:~eet 

o~ the 3?A inc~ease on ??&:'s operating ex~enses for Cal~:or~ia ~ll 
be S7i9,OOO or $U83,OOO has been resolved by an action o! the :ERC. 
We take o~f~cial not~ce 0: the :ERC's ~Orcer Granting ?e~uest fo~ 
!e:porary !nteri: Rates, Denying Renewal Xotion for Partial S~=ary 
D~s?osition, Granting Request for Clar!~ication anc Referring Act~on 
on Re~uests for Eearing", issuee January 27, 1984, in Docket 

- 18 -
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Nos. £F84-201'-002, et al. !n taki~g this action, the FERC has 
approvec the EPA transcis3ion incr~ase e!~ective February 1, 1984, 
~hich has the effect of e3tablishing the total i:pact O~ Cali~ornia 
operations at the $719,000 figur~. Accordingly, ~e ~ill incluce the 
higher acount in our adoptee result~ for the 1984 test period. 

!n a~dition to the ditference oet~een statf and P?&~ 
relating to the EPA rate increase, there i3 a difference of about 
$60,000 in esticated purchased po~er costs, with the stat! esticate 
oeing higher. This difference, which arises fro: the staff's lower 
esti:ate for the coal price at Centralia :ine, would proeuce a lower 
sales price for PP&L and result in a lower offset that would 
ulti:ately increase ?P&L's purchased power costs. However, because 
we have adopted ??&L's cost of coal at Centralia, this $60,000 
difference is eli:inatec. Therefore, we will exclude this a:ount of 
expense in determining the adopted test year reve~ue re~uire=ent. 
D. Safe Haroor Lease 

Section 201a of the Economic Recovery Tax Act (~R!A) 

pe~=its the o'~er of ce~tain ~ualifying property to ~ell the 
associated feceral inco:e tax benefits to a third party. Pursuant to 
this provision of ERTA, ??&L enterec into a so-cal lee ~safe harbor 
lease" agree::ect unde!" the te~::.s o~ · .... hicb. it sold all of th.e 
invest:ent tax credits a~d all of the inco:e tax depreciation related 
to its Malin-Midpoint SOO-~ilovolt trans:ission li~e to a su~siciary 
of Standard Oil Company of !neiana, A:oco Tax LeaSing XV!!! 

agree:entprovices as follows: 

• 
- 19 -
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"1. The total con=t,:,~ction cos~ of the ,lant 
to ??&L ~as $j8~,023,000, inclu~ing 
S3~,7S8,000 of ove,:,~eads ~hich ??&L bad 
,,:,eviou=ly ded~cted tor tax ·,ur,oses 
leav!n~ a ~ax ba~i~ cost o! 
$146,25,,000. The selling ''t'~ce to 
A=oco ~as the tax basis cost of 
$j~6,265,000 ce't'ived above. 

"2. A.!:oco ::ade a c!ownpar-ent of $~3,869,094 
and , ... ill ,ay the balance of $102,395,966 
to ??&L OOle:" 30 yea':'s at an annual 
.!.::.:er-est, :,a~e 0: ..... " I I ,.,. 

"3. ??&~'s lease ?aJ::e~~s to A:oco a't'e 
exactly e~ual to A::oco's loan ?ay::ent to 
??&L. !: effect, a!ter the ?ay:ent of 
$43,869,094 the't'e a-:oe no furthe't' cash 
transactions bet~ee::l ??&L an~ A::oco." 

The staff views the ef!ec~ 0: ~~is ~'t'ansaction si::ply as a 
't'ec!uction of ??&L's $i81 ::illioe invest:ent in the trans:ission line 
by $~4 ::illion, leaving an actual invest:ent of $137 ::illion in the 
t't'ans::ission line. !t is the staff's ?osition that only this $137 

million tax oasis. 

~elatec! tax benefits. ??&L points out that thi: ?osition is 
consistent ~it~ bot~ its anc! the sta~!'s treat:e:t of the sa!e :arbor 

- 20 -
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la~t ge~e~al ~a:e ca~e. 

inconsistent ~o~it:'ons; 

benefits ~e't'~ ~olG oy 't'edacing 't'ate base by the S~3 ::'llion cash 
pay::ec';·receivee !':-o: A:::oco; anC! (2) it ther. re'/e:-ses its posi-:io: a:e 
i:putes so:e of the tax be~efits that we:-e sold to !urthe":' reduce the 
utility's revenue re~uire=ent. 

We a;:-ee ~ith ??&L's assertion that this ';reat:ent wcouble 
·couc':.::". 

proceeds !ro: the sale of the tax becefi';s and ':.hen conti:ue to apply 
the tax benefits to further reduce the revenue require::ent. :0":' 

adopted test yea:- pu:-poses, '.ole ·.N:'~·l :-ed\!ce ??&L' s rate base oy the 
S41.t ::lillion pay:ec,; recei '/ed by A::oco; ho· ... e·tte:--, ..... e ..... ill cete,,:,::.ine 
inco:e taxes for ":'a':.e fixing pu":'poses ~ithout i:?ut1:; a:y tax 
benefits associated ..... i';h the in7est:en,; tax credits ane i:co:e tax 
deprec!.ation ..... hich ..... e:-e sold ';0 ;':'oco in consideration of the $~~ 
::lillio: par-en';. 

:' .... !:-eat:ent o! Capi';ali:ed Benefi';s 
and :axes for Tax ?urooses 

The staf! ":'ecuces its esti:a';e o! test year 198t tax 
expe~se~ by ded\!c';ing ce:-tain e:ployee ,enefi:s a~e taxes o:ne't' than 

cos';s. 

0 1' , ~ 1'6 .. -.--
!ro: thiz !.ssue. 

... 2~ -



• As to the ca~italized taxez part o~ this iszue, it appears 
that the sta~~ adjust:en~ dQuble counts. !~e $ta~~ accepted ?P&~'3 
tax basis acjust:ent calculation; ~owever, the utility has 
capitalized these certain taxe3 since 1981- By not adjusting this 
calculation, the sta~~ takes both a current deduction ane a deduction 
through tax de~reciation. We :ust reject a calculation in ~h1ch the 
sa:e costs are ooth capitalized and ex?en~ed. Accordingly, ~e ~ill 
adopt the utility'S position on this is~ue. 
F. Repair Allowance Deduction !or 

!ncooe 7ax Purposes 
under Ca11~ornia law, ??&L bas the option o! deducting an 

~ 

~st1oated repair allowance in co:puting state inco:e taxe3 (CCF!). 
The utility has opted instead to deduct the actual repair costs it 
has experienced. ~he sta~f, on the other hand, ha$ assuoed that the 
utility has elected to use the repair allowance deduction an~, in 
deter:1n1ng revenue re~uire:ent, has i:puted to ??&L the tax savings 

• 
reSUlting !ro: such an election. The 3taf! treat:ent o! repair 
allowance has the ef!ect o! re~uci~g test year 198~ CCF: oy 
$3S8,00q. This is o!~set, i~ part, by the ef!eet o! the ~tat! 

• 

treat:ent o~ ~e~e~al inco:e taxes which a~e the~eby inc~eased ~y 
$165,000. 

We ~eason that the sta!! t~~at=e~t is co~~ect because it 
~ollows the p~eeept that income tax dete~:inations !o~ ~ate-!ixing 
?u~poses should use those law~ul options ~hich ~i:l :ini:1ze revenue 
~equi~eoent. We will, therefore, adopt t~e sta~~ ap~roach 1: our 
calculation of inco:e taxes !or the a~opteG test yea~ ~ezults. 

cecisions on this subject. Both o~ the ~ecent ~ecizions involving 
general rate inc~eases for ?G&E (D.83-12-068) anc ~or SDG&E 
(D.83-12-06S) incorporate the ~e,ai~ allo~ance decuction ~o~ CCF7. 
Eo~eve~, ??&L haz pointe~ out in test1:ony an~ in itz brie~ that 

- 22 -



• 
A.83-05-S2, A.83-07-i7 ALJ/rr 

staff's calculation of the repair allo~ance is ~ot correct. ~en 

corrected the repair allo~ance deduction for CCFr is correcte~ by 
re~ucing it to $796,000, there is a correspon~ing reeuction in CCF~ 
depreciation ot $58,000. :he result is a $7i,OOO decrease in CCF~ 
and a $33,000 i~crease in FIT for a net decrease in i~co~e taxe~ of 
$38,000. We believe ??&L's nu:oers are reasonable, and ~e ~ill aeo~t 
the~ for test period purposes. 
G. Miscellaneous Tax Differences 

There are three :iscellaneous tax issues, the co:binee 
effect of which is a difference oet~een ??&L and the staff in reven~e 
require~ent of only $5,000 for the tezt year. ao~ever, each of :he 
three differences is fairly large staneing alone, ane the nature of 
each issue is sufficiently i=portant to require that it be afforded 
separate ciscussion and resolution. The three tax issues relate to 
(i) coal cine and autocooile depreciation and a:ortization 
deductions; (2) state deferred taxes; and (3) nor:alization of 198i 

~ invest:ent tax credits (ITe). 

~ 

Regarding the first issue, ??&L eeducts a:orti:ation 
expense for tax purposes, thus lo~eri~g its test year tax expense~. 
The statt does not CO this. With respect to coal cine anc auto:obile 
depreCiation, the sta!t ineluded these ite~s in its tax eepreciation 
ex~ense, as did ??&L; however, the sta!f die not take the necessary 
corollary action of reversing book cepreeiation tor these ite:s. !he 
effect of the staff handling of this issue 1s to incorrectly recuce 
~even~e re~uire=ent by $i~9,000 !o.r the te~t year. ~e ~1l1 adopt the 
utility'S treat:ent in eeter:ining the adoptee teet year rezults. 

With regard to t~e secone of these :iscellaneous tax 
issues, ??&L includec ceferrec taxes for the dif~erence oet~een 
guideline and straight-line rates !or post-1980 plant adeitions. The 
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sta~~ did ~ot ::,ecog~ize state d~~e::,::,ed taxes fo::, ::,atefixi~g ?u::'pose3, 
thus ::,eeucing the test yea::' ::,evenue ::,e~ui::-e:e=t ~1 $6~,000. The 
staff ?osition ag~ees ~ith ou::, stated ?olieies on the izzue; 
the~e:o::-e, we will ad~Pt the ~taff t::'eat:ent on this iS$ue. 

A= to the thi::'d of t~ese :iscellaneous tax issues, the 
staff witness testifiec that the tax ~eoefits of ~981 aoe ?::-io::, 
invest:ent tax c~ecits have ~ee: ~lowed th~ough. Eoweve~, in OII-2~, 
we aeoptee no::-:alizatior. o~ I!e gene~ated in j981 and the::-eafte~ in 
orde~ to preserve the ::,equ!::,e:ents of E?!A. Pacific has recognizee 
tbi~ nor:alization t::,eat:ent '01 a~orti:ing 1981 :!C ove~ a 30-year 
perio~, whe::-eas the staff has excluded fro: its showing the 
~~~~o=~i:e~ ~al~~ce 0: 1981. The u~ility's ~:eat=.ent, wh~ch we are 

adopting for test year purposes, ::'educes revenue require:ent by 

$218,000; howeve~, it protects the tax benefits provided to ?acific 
by ER'!'A. 

. 
i'.. 

v::. RArE: BASE 

??&t's rate base esti:ate includes 2 ~elative use 
allocatio~ a:ou~t o~ $187,000 !or ?la=~ held !o~ futu~e use (?EFU). 
7he s~a!! has adjustec ?~:U dow:~a~~ by $103,000 ~o excluce !~o= ~ate 
base seven ~::-ope~~ies ~hat will not be ?laced in 3e~viee ~e~o~e 
19Q" " .... These ?~ope~ties include ~he speci~ie f~ture site: o~ th~ee 
gene~a~~~g ?la~tst one subs:a~io~ a~~ t~e ~~g~:~-o~-~ay ~O~ tn~ee 

~rans=i~sio~ l!~es. 7he ~:a~~ :a~es ~he ?o:i:~o~ ~ha~ ~~e ~even 

p~ope~ties should not be i=clu~ed in ?E?U fo~ ::-ate ~ase pu~poses 
unless the u~ility has de~inite ,lans to develop ~he= wi~hin the next 
10 yea~s. 

eo:pany has no plans to develop any of these sites withi= the :ex~ 
~en yea~s. The s~af:'s pOSition is si:p1y that ,~ope~tj should not 
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be co~sice~ed a~ ~lant held ~o~ ~utu~e u~e in ~ate ba~e ~nles3 the 
co:pacy ha~ specific plans to develop t~e p~ope~ty ~1thin the next 
eecaee. P?&L'~ ?o~ition is ap?a~ently that any ?~o?erty o~ed by the 
utility ~hich :ay eve~. beco:~ use!ul should be includee in ~ate 
base. !n Ou~ opinion the sta~f ~eeo==encation i~ rea~onable ane i3 
consistent with recent Co::ission policy. Acco~cingly, ~e ~111 acopt 
the sta!~ exclusion o! PE:v. 
B. Othe~ De!er~e~ Debits 

!ncluced in Rate Base 

p~ovi~i~g se~vice or are ?art o~ ?ast costs incurred to provice 

service. !he~e ite:s inclu~e co:?ute~ syste: expenses an~ the cost 
o! overburden re:oval at Cent~alia coal :ine. !~e sta!! has ~e:ovee 
$549,000, o~ practically all o~ these costs, !ro: rate base. the 
sta:~ has, ho~ever, included ~38,OOO in a:ortizat10n ex?en~es to 
~e:lect the a:ortization ove~ a ~our-year ?eriod 0: Cal1!orn1a's 
allocatee po~tion o! $3.5 :111ion in co:~ute~ syste: costs. 

associatec with ~e:oving overburden (topsoil, ~oc~s ane vegetation 
. ove~lyino the coal sea:s) at its Cent~alia :ice. these costs are 

sta:~ ?osition that these una=o~t1zed costs should not be i:cluced in 
rate base. PP&L has capitalized these ex?e~ses in order to ~ecove~ 
its ca~~ying costs. 
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•• . ... ve· !'Ie .... a , ho~eve~, ~e-exa=!~ee the ove~bu~ee~ is~ue, a:e 
i~ ou~ o?i~iOC t~at the ~atepaye~~ are the ulti:ate ace o~v~ouz 
be:eficiarie~ of the'c~ee~ly a:e eco:o:ic ~e=oval of the ove~~u~ee: 

i~ve~t~ent ??&L has =a~e ~ ... ..... coal :line to 
aeva~tageou~ly ex?loitee in o~ee~ to proVice coal to the ~atepaye~ 

". _ .. 

ecoco::ically" Aecorei~gly, ~e ~ill allo~ the allocatee costs o~ the 
re:oval o~ Cent~al~a ove~burce~ to be i:clucec i.e test year 1984 rate 
base. 
c. Colst~io Unit ~u:~e~ 3 

Exhi~it 20A waz introcucee by ??&L on October i9, 1983. 
!able 20A-i1C o~ that exhibit ?re~e:ts test year '98~ e~fect~ of a 
Nove:lber i, 1983 rate !ccrea:e by the 3?A, a~e !able 20A~1~D show: 

the ef~ects o~ the inclusion o~ Colst~i? Generati:s Station Unit 3 
ace relatec trans:i==ion plant (Col~t~i? 3) in rate base. Sta~: 

counsel :ace an oral :otio: to stri~e 7a~les 20A-iiC ane 20A-1iD 

set fo~ Dece=be~ ~2, 1983 to i:sues other than con:iceratio~. of the 
Colstri? 3 in this rate c~se. :he prezi~i~g ALJ ~enie~ sta~~': 
:otio:, a~~ 00 ~ove:~er 1~, sta:: coucsel ~ilee a ?e~ition requesti~g 
·"'a" ..... "'" Co ...... ~s ... .(on OvPo ..... ··'e ..... e .... ~ "" •• 111/1 ..,~_ -...-._"",;_ _ __ '--__ '!ttl.. J'1.j",tJ. 

4 
~ .. ev~ou~'y 0" OC"o~e" ~O ~9a3 ·-a" co"~~""" '4'e~ a ~e·~"~o'" .. .. - .." -, .. ... U .to " , 6 ,.J.". ,. '-- .... .., _ _ ...... v , ..... "'_ ~. 

u:,gi~g the c.o==~ssior. to o':e!"t1.!!":l a rt:l~::g ot the p:"es~~~::g f..tJ • ... h:'eh 
.Ae ... "e,.. ~ .. 3.,.,. co'· .... e" ... ·ot"o ..... o ~ ..... .f·iCe 'O':)'~'''' ':' ...... ,,~.c .. 9 a ...... ':' .... ",."'"',, .. ~ w_ -.. ..".". ... • .... ."" tJ.... .... .... '- wv.... • .. ""'" ~ ..,,,. ...... tJ_... . .... _b •• _iJ_w 

10. ~e have cor.sice!"ec s~a~~ cou~3el's Oe~o~e:" 20 ,etitio::, ~hieh 
has not he!"e~otore been :,,~lec u?on, anc ~e concluce ~hat it shoule be 
deniec. 
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On December 9, 1983, the assi;ned Co~ssioner filed a 
ruling, which we hereby co~:i~. :n partially qr~~tin~ sta:='s 

~otioe, the ruling =e~oves Colstri? 3, b~t not the BPA increase, 
as an issue :=o~ this p=oceee~q_ 
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Rate o~ Retu~~ 

Nex~ ~o ju~iscictional allocation, ~he issue o~ ~ate o~ 
return is the ele:en~ ~~ ~he esti:ated '984 ~esul~s of ope~ations 
involving the largest revenue require:ent di~~e~ence between the 
utility and s~a~: shOWings, i.e., $871,000 on an alloeate~ test yea~ 
basis. Table' is a co:?ar1son o~ ~he cost o~ ea?ital e~ti=a~es of 
??&L and the staff toge~her with the ~igu~es we a~e aco,~ing ~o~ 
purposes of deter:ining author~=ec ~ate o~ return for th~ test year 
1984. , 

Table 

te~= deb~, 12% ~refe~red stock and 36% co::on equity. In our opinion 
this ca?ital structure is reasonable for this utility, and we will 
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Co::oO!l~nt , 

??&L 
---Cong-Te,:,: Debt 

?t"e:e:-:-ed Stock 
COr::lO:l Equity 

Total 
S:a~f 

Lo:"..g-Te~= Debt 
?:-e~e:":,,ed Stock 
Co:::on t~L:.ity 

Total 
Ac!ooted 

L.ong-'!'e:":l Deot 
P:"et'e:":"ec. Stock 
CO:l:on :;quity 

Total 

TABL:; 1 

?aci~ic ?owe~ & Light Co=pa~y 
Co:s~ o~ Capital 
Test Yea':' 1984 

Caoita~ Ratio 

52.00% 
12.00 
36 .. 00 

, 00'.00% 

52.00% 
12.00 
36.00 

100.00% 

52.00% 
12.00 
36.00 

100.00% 

- 29 -

Cos-: -
10.25% 
10.99 
~6.00 

9.86% 
10.92 

15.00-15.50 

9.86% 
10.92 
15.50 

'.1~o( .... "'.p.'" Co •• "-_:zi.J,\I_W tJ..-

5.33% 
1. 32 
5.76 
12.~'% 

5.13% 
1. 31 

5.40-5.58 
" .8~-'2.02% 

5.13% 
1. 31 
5 .. 58 

:'2.02x 

.. 

.. 
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In it3 b~ier, the utility has in effect st1,ulated to the 
statf esti:ate3 for the cost of long-term debt ana ~refer~ed stock. 
We have con~iaered these st1~ulatee c03t-of-money estimates, and we 
r-egare them as reasoQable and suitable for purposes of adopted test 
year 1984 results of operations. ~here~ore, the only co~t-of-capital 
issue r-emaining to be resolved in this decision is what cost of 
common equity should be ado~ted for test year purposes. 
A. Cost of Co::on Equity Caoital 

!n sup?ort of its estimate of the cost of cocmon equity, the 
utility'S witness reviewed pertineQt financial figures for PP&L and 
offered evidence (Exhibits 3 and 4) :-elated to comparably situated 
utilities. In his analysis of cost of eoacoe equity ?P&L's witness 
developed a '{"ange of 1~.5S to 18%. His analYSis of com~ar-aole 
companies produced a range or is.43% to 11.24% with an average value 
of 16.22%. Based on this data, he esti:ated that ??&L's over-all cost 
of co::on equity is 17.25%. Ee concluded, however, that 16% would be 
app~opriate for ?P&L's California o,er-ations. He testi!ied that he 
selected the lo~e~ end or the range on the baSis of his as~u=~t1on3 
that the proposed rates would beco:e effective January 1, 198U,S 
that a reasonable attrition allowance would be allowed effective 
Janua~y 1, 1985, and that the proposed adjustment :echanisims would b~ 
i:ple:entec to deal with changes in forecaste~ con~itions. rhe 

S PP&L's a=su:,tion of a January 1, 198~ effective date for the 
rate increase is hardly ~ealistic, considering that the first of the 
eonsolidated applications in this ~~oeeeding ~as not filea u:til 

• 
May 25, 1983 and the second not until July 8, 1983. Considering also 
that this r-ate proceeding ~as not taken under final sub~ission until 
January 6, 1981J., the assu::lption becoces an i=possibilit1~ 
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utility further states that, although it could justify a higher eost 
of common ~qu1ty, it used the 16.00% adoptee in ??&L's last g~neral 
rate case, "in order to avoid controversy_" 

The staff estimates the cost of common equity to be in the 
range of 15.00% to 15.5%, and it recommends that 15.25% be u~~d by the 
Commission in determining the allowed rate of return (before 
consideration of the effects of D.83-11-012). In ~etermining this 
cost of coc:on equity, the staff used several methods, i.e., 
discounted cash flow (DC:), risk premium analysis and an analysis of 
the earnings of comparable companies. The utility takes exception to 
the stafr recommendation on the grounds that it fails to take into 
account the differences between ??&L and the comparable companies 
selected. ??&L argues tbat, because approximately half of its 
revenues come from telephone and coal operations, an investor would 
give equal weight to electric and nonelectric operations. ??&L 

•
contends that the staff should have separated out ~he ~elephone and 
coal operations in deterzini~g cost o! capital by the DC: oe~bod and, 
further, that the nonelectric ~pe~ations substantially affect the ~isk 
premiu~ app~oach. 

We note that since May 19827 whee we issued D.82-05-042 
allowing P?&L a 15.0% retu~n on equity, the prime ~ate bas deeline~ 
froe 16.5% to 12% an~ that 1ieles on both long-term govern:ent bon~s 
and AA utility bon~3 have declinea as much as 200 ~asis pointz. Ne 
further note that ~.82-05-042 did not ,roviee an ERAM adjust:ent for 
??&L. In this cecisio~ we are autho~izing ??&~ to establizh an ERAM 
clause. This should signi~icantly reduce, over the test year, t~e 
~isk associated ~ith the volatile sales characteristics of PP&L's 

• 
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California electric operations. In consideration of these 
factors and other evidence on this record, we believe that a 
return on common equity of 15.5% is fair and reasonable • 
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E. Abandoned N~clea~ Cene~a~in~ ?~o ect3 
O~ ~ove=ber 15, 1983, ~he ALJ issuec a w~it~e~ ~uli:g taki:g 

official ~otice of D.83-i1-0j2, ~nie: the Co==iss1o~ issuec on 
Nove=be~ 2, 1983 in k.S2-07-8Z. In that a?~licatio: ??&t ~e~ue~te~ 

in two abandoned n~clea~ gene~ati~g ?~ojec:3. 7he ~~o p~ojec:: a~e 
the Pebble S~~ings ~~clea~ ?~oject, in whic~ ??&L held a 29.U% 
inte~est, and the Washing~on Public ?owe~ Supply Syste: ~uclea~ Plant 
No.5, in which ??&L hele a 10% ir.:e~est. 

D.83-11-0iZ o~de~~c as follo~s: 
n1. ??&L's ~e~~est to a=o~ti:e t~e costs of the 

abandoned Pebble Sp~i:gs and WN?-S p~ojects 
is denied. 

ff2. The issue of ~isk to ~ha~eholde~s 
associated with the~enial o~ a=o~~ization 
of abandor.:ent losses shall be conside~ed 
in deter:ini:g the reasonable ra~e ~~ 
~et~~r. in P?&L's gene~al rate case 
proceeding. 

"3. The ~ate:aking treat:ent to be acco~eed 
gain res~l:ir.g fro: the debt/e~~it1 
exc~ar.ge shall be considered in ??&Lts 
ge:e~al rate case proceecing. ff 

7he ALJ's ruling eola~ged ~he sco~e 0: the hea=i~q schee~lee =0= 
Dece:be~ 12, 1983 in this p~oceecing to include the ?e~ti:ent issues 
a~ising f~o= D.83-1i-012. At t~e DeceQbe~ 12 hea~ing, ,a~ties so 
Qesi~~:g we~e a~~o~cec ~he op~ortu~ity to ?rese:~ p~e?a~ed tes~i=on1 
anc/o~ exhibits as well as to co~euet c~os~-exa=ina:~on ~ela:ing to 
~~ese acci~ional issues . 
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On Nove~~e= 30, 1982, ??~~ filec a~ application for 
On ~~y 16, 1984, ~e iss~ee D.84-05-097 

D.84-05-097 ~de 
s~~sta:~ial moci:ica~ions to D.83-11-012. ?P&L has filee a~ 
applica~ion :or Rehearing of D.8~-OS-097 as well as a ?e~ition :0: 
Writ of Revie· .... (S.F. 24741) with ~he Cali:o~ia Su~:~e Co~:t • . 
3eca~se these p=oceeei~;s are pe:Ci~~ we ~ill ~ot eeciee the issues 
which arose i~ D.83-11-02 a~ this ti~e ~ut will hole them open :0: 
further review whe~ ~he ~asic ab~eon~e~t ~uestion is se~tlee. 

.. On J~e 1. 1984, the Co~~ssion staff petitionee the 
Co~~ssion to set aside and reopen this proceedin~ because 0: the -issu~~ce 0: D.84-0S-102. w~ re~a:d the a~ion 0: :eope:in; the 

??&~ re;ares itself as a leader i~ the conse:vation area, 
in which it has been active :0: over six years. .The utili~y believes, 
and the staff a~:ees, ~~at it would not be beneficial to i~ rate­
payers either ~o te~nate all 0: its conservation prog:~~ or to 

??&~ and the staff concur, however, 
that conservation p:o;ra.":':S shoi!lc be si;,!:)jeet to contin".:in~ eval~ation 
as to ~hich are :ost eost e::ec~ive. ~ey also a~=ee ~hat~ ~itb the 
~odi=ica~~o~s p:oposee i~ this rate case, the existinq p:oq:~~ should 
~e co~ti~~ec ~hrou;h 1985. 

~e af:orcec ~he oppor~~~ity to p=o~ote the ~os~ cos~ effective p=o~=a~~ 
even ~e:o=e ~~y ~ajo: =evis~o~s that ~ay oeco=.e ef:ec~ive ~:te= 1985. 

Du=i~; the ~ext two years o~ staff ~il1 ~ake reviews ane 
=eco~~e~e ~bie:' p=o~=~~ should be te:=~~ated 0: con~i~uee ~eyo~e 
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california utilities. These programs incluCe institutin~ a direct 
weatherization program for low income customers ea:nin~ less ~han 
150% of the poverty level, of:ering 150 recates per year for pur­
chasi::.g energy-efficient re:iqerators, promotin<; the "one warm 
room" by subsidizing 100 electric portable space heaters for low 
inco~e customers, a:d placing more emphasis on the rebate pro~ra= 
and less on the lo~ pr09'ra.-n. 

The eost effectiveness 0: ?P&~'s conservation pro~racs is 
~ issue which "N.aS raised ~ ~~e hearin;s at Crescent City a:e Yreka 
by a n~~er of participants and, in particular by Con~=esz=an 

Bosco's representative. According to the staff's Exhibit 41, the 

present average cost of elect=ici~y to PP&L's California ratepayers 
(at the tail-block rate) is about 5.6 cents per kWh and ~e :a=~inal 
cost is 2.06 cents per kWh. At these levels ~a~y of PP&L's conser­
vatio::. progr~~ would fail the Co~~ssion nonparticipa.~ts' cost­
effectiveness test. this low ~~9'inal cost results pri~~rily fro~ 
a much ;reater than usual present supply of hyero-eleetric energy 
and capacity ar..d a conseq1.:ently lower tha:l usual de=and for P?&L's 
coal-fired resources. The staff wi~ess e~phasized, howeve:, tr~t 
a ch~c;e in the s1!pply piC't1;!"e is not unlikely, a::.d this "..,ould eause 
the proqra.~ to ~eco~e cost-effective aq~:_ 

On ~ovember 2, 1983, the Co~ssion issued ~ecision 
82-11-047, which establiShed a ~ethodology for projeeti~c; shor~-~~ 
avoided costs in ?P&L's serv~ice territory over the next 15 years. 
~either staff's no: ?P&L's cost-ef=e~iveness ~~alysis in this 
proceedinc; utilized ~e methodology adoptee in the Nove~r decision. 
We expect, pursuant to D.83-11-047, that ~~ updated :ilinq of short­
:~~ avoided costs will oe presentee in ??&L's next general rate ease. 
Staff ar.d PP&L are directed to utilize the =ece~tly s~~ttee pro­
jection in their onc;oinq cost-effectiveness evaluation 0: conservation 
p:o~r~~. This -Hill facilitate consisten~J across proeeeei::.~s in 
evaluating PP&L's proposed resource adCitior~ and conservation proqrams • 

-35-



• 

• 

• 

A.83-0S-S2, A.83-07-17 ~/==ldf ~ 

~sed ~o allocate =eve~~e =eq~i=e~e~~s sho~le ~ot also ~ utili:ee 

i~ evaluati:~ ~~e ~ost-e:=e~iveness 0: co=se~Jatio: p=o~=~~ that 

~Ot~ sets 0: cos~-e::ectiveness ~~alysis in ??&L's ne~ ;e:e:al 

:ate case--one ~ased on the sho~-=~ avoided cost ~ethodolo~ 

ado~ted in Decision 83-11-0~7 ar.d one ~ased on the lon~-=~ 

inc=e~e:tal cost ~ethodolo~ adopted :0: allocation pu~ses in 

this p=oceec.in~. 

~e total conse~~ation ~ud;et :eco~~ended by the staff 

is $699,000 as co~pa=ed to ??&~'s initial =eques~ of S6~~,OOO. 

??&~ c~: 

The 

=e~atcs to enco~=a;e c~~o~e=s to pu:chase ene=~ e:=ic~en~ 

:efi;e:ato:s, a.~d (3) pa:t.icipatei: ~~e "o:e .... a::n =00:':l" p:o<;::a.::l • 

~he staff also ~elieves ~hat all ~onies allocated to home ene:~ 

??&~'s incentive p=o;:~~~ should "oe cha:;ed to the 2ZA p=o~=~~. 

~he staff =eco~~ends that in ~he f~tu=e all ~~ ~ accounted fo: 

:est:lted O·~e- ~o-se-'a-~o~ ~-~-~-~ ...... _ '-".... .. v ""' ...... JI' ... 'W'-,. • ..........". 

~tility's expenses, acco~plish=.ents and expected a~ual ene:~ 

savin; att=i~~tec to each conservation p=o;=~~. 

:ead data and ~e pe~~ted ~~a~e=ent disc:e~ion to ~=~sfe= up to 

$200,000 to ~o:e effective p=o~=~~~ afte: consultation .... ith the 

staff . S~c~ a :eallocation of :~ds ~y ~e necess3=r if the di=ect 

.... eathe:ization p:o;:~~, the :e~ate p=o~=a.~, the e=ficien~ =e=i~e:ato= 

:ebate p:o~:a.~ 0:: ~~e "one ..... a.--::-. :oo~" p:~=a.~ ~ave ::lo::e de:::.a:::.d t~a.."l 

expected • 
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In the most recent Pacific Gas & Electric (PG&E) and 
San Diego Gas and Electric (SDG&E) ;eneral rate case decisions, we 
articulated our policies with re;ard to prQ9ram cost-effectiveness 
and the overall level of fundinq for conservation and load manage­
ment programs. This policy was stated in Decision 83-12-055 as 

follows: 

"We are persuaded that present circumstances 
require us to make a close examination of 
SDG&E's conservation proqrams. Several faets -
that SDG&E's marginal costs are currently well 
below its average rate, that SDG&E is unlikely 
to face a capacity shortaqe in the next two 
years, that SDG&E's high rates already provide 
a substantial incentive for customer conserva­
tion - lead us to the conclusion that a less 
a99ressive approach to conservation is now 
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appropriate. At the same time, however, we 
are well aware ~~at the ener;y situation =ay 
chan;e er~~~tically and quickly. We are 
therefore =elucta:t to d!s~~~tle existin~ 
pro~rarns that ~y be highly ~neficial in 
the future. The current circ~~tanees thus 
present us 'Nith difficult choiees. We 
rea:fir.m, however, that conservation is a 
preferred strate~ for SDG&E~ at the s~~e 
time we reco~-ize that the urgency 0: pursu­
inq eonse=vation ~y be less than in earlier 
years." (D.83-1.2-055, pp. 109-110). 

Our f~~eing ~delines :0: PP&L's eonservation proqr~~ 
will reflect those adopted fo~ San Diego Gas and Electric company: 

1. Maintain and implement those p=~ra.":lS W!lic~ 
are reqUired oy law or governmental ~date. 

2. Continue those p:ogr~~ required by past 
Commission deCisions but reView them to 
dete~wine'if they should be continued. 

3. Maintain and implement those pro;r~~ whieh 
proVide eor~ervation se:vioes needed by 
customers. 

4. Implement only t..~ose new proqra.":lS ·,.,hic.."'l are 
clearly shown to be cost-effective ~d, in 
pa~icular, will avoid the need for additional 
:u~u=e syste:n generation capacity. 

s. ?hase out p:ese~t and reject p:oposee proqr~s 
which require incentive payments to participants 
oorne by all ratepayers incl~Cing ~or.particip~ts 
but which are only cost-e::eetive to the partici­
pa."lts. 

6. Phase out present ace reject proposed proqra:s 
which, because of the pote~tial :0: reducee 
billings, would probably be ~ee:taken by par~i­
eipa~ts wit~out incentive payments. 

i. Maintain or initiate proqra=s which, although 
they ~~y oot meet soce of the above objectives, 
are worthwile oased on considerations 0: eq~ty 
such as the ability 0: low-income groups to 
participate, exte:nalities, ~d irreducible 
factors not subject to precise economic measure­
ment. 
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We will e~ec~ ??a1 ~~e o~ s~a:: ~o work closely e~i~~ 

wi~h ~he p:og:~~ sho~e ~e b:o~;h~ ~o o~ a~~e:~io: i~eeiately 

th=o~~h the advice.le~te= :ili~~ p:ocee~:e :0: o~: review a:c 
:esol~-tion. 

Co:siste::.~ ·..ri~h ou: "s~ay the cOt::se" poliC"! acoptec :0: 
SDG&E f!."lC ?G&E, -'[e will ::.o~ ,~C.O?t s~a::' s :eco:::nen<2.tio::. to initiate 
a :e~ate p:o;=~ :0: e::.e:gy e~:icie::.~ :e::i~e=ato=s ~"le porta~le 

In Decisio::. 82-12-065, t....,e· 
Co~~ssion eete==~ned ~at tbese p:og:ar.~ were not cost-effective. 
F~:-:.ce:, the :e::i;e:a'to: :e:Oa:~e p=o;:a.~ is not par:ic-.:.la:ly acces-

in=o~~:tion on ways to :eeuce heatin~ costs !:>y ~he \!Se 0: "one wa..."'"m 

:06::.", :::om i~s :e;"..llz.: co:-.ser.ra-:ion eeucas;.io::. ~\:.c.<;et. 

:~~~lies in the weat'he:i:a-t:'on p=o~:a.~, a:e :eeuce a~~nist:ative 
costs, we will a~tho:ize the cli:ect wea'the:iza~ion p:og:a~ 

wea~he=ize at least 50 low income homes i::. its se:vice te::ito:y, 
with coste at 0: below $800 pe: home. ??&~ is ci:ectec. ~o ~eep 

Co~~~ssion in ??&~'s next ;ene:al rate case. 
O\:.: ac.optee eX?e~~es ::0: ??&~'s co~~e:vatio: p:o;:~~~ :0: 

the ~est yea: ~ill ~e $679,000. 

We also 
place ??&~ o~ notice ~~at we ~ill~ive co~s~ee:at!on to c~:=yi~~ ove: 
~o ~he :ex~ ~e~e:al rate c~e tbe e::eets 0: ~y ~s?en~ co:se~Jatio= 

~he utility to S~~~~ the c.~a:~e:ly conse:vatio~ reports reco~=enc.ee 
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IX. ~DO?7E~ ~ESUL7S 0: O?E~A!:ONS 

Although other parties participatee in so:e aspects o! the 
res ul ts o! ope:'"a tior:s' ,0:--::'00 o~ t!:is p:'"oceeding, only ??&!.. and the 

deter:ine the revenue re~ui:'"e:ent o~ the utility ~or the test year 
1984. !aole 2 shows the eo:parative esti:ates o! ??&L and the sta!! 
at p:'"esent rates, as ~inally presen-:ed in thei:- joint late-filed. 
Exhibit 53. Also shown !or the test year i~ !aole 2 are the adopted 
results o~ operations at authorized. rates. 

, The adoptee results re~lect our eeter:ir:ation o! the 
individual issues as discussed in the preceding portions o~ tbis 
decision. 7he adopted results re~lect th~ ~igures shown in EXhibit 53 
~ith one exception, production expenses. Our adopted results, as ~e 
indicated. in the earlier discussion, include the test year e!!ects o! 
the recent EPA rate increase at $719,000, rather than at $483,000 as 
re~leeted by ??&L and the staff in their eo:parative exhibit • 
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S~~~a~y o~ Bes~lts of O?e~ations 
Co~parison Te~t rear i984 
California J~ris~ietional 
(T:ouzan~s o~ Dolla~s) 

?rese:'Jt Rates 
??&L ~-:,a:·~ Acoo .. ec 

Opp. ... a .. of .. ,.. _. ""- ..... ., ?eve:,:ues 
Cen. Bl.:siness Sales $ 39,088 $ 39,590 $ 39,590 
Speeial Sales 4 t~o 4,159 4,159 , .. 
Othe:- Ope:-. Rev. U21 421 42-: 

';:o:.al Opere Be"l. 43,958 44, i70 44,170 , 
Sxoenses O~e:"a~:.!':~ 

t 

?ro:l.:ction 15,58j i4,401 14,682 
':'rans::izsion 1 ,586 1,495 1,728 
Distriot::.ion 2,34 1.: 2,344 2,3U4 
Cus:.o::e:- Aeeol.:n-;s 918 978 978 
C'Jst.o::e:- Se~·/.&: !::~o. 589 589 -60 ~ .. 
Ae:i:.. & General ~'29~ ~.~9~ 3 t ~9~ 

St:ototal 24,471 23,206 23,69.; 
Dei':-. 5: A::o:--:. 4,583 4,466 4,428 
Taxes O~he:-

'::'an ::leo::e 2,065 2,016 2,016 
St.a:.e :~co=e ':'2.:< -.,- 335 61~ '-,I .... 
Net. Fee. :::0. 7ax 2,695 3 "Q'" 3,317 ,- .. , 
.De~er~ec. S:.at.e ':ax 40 

Su!:>:o:a: ':ax 5'~27 S.848 5,9';'; 
':'0:2.1 Ope:-. Exp. 34 ,391 33,520 34,066 

Net. Eevenue $ 9,567 $ 10,650 S 10,104 
?a":e Base $n~,915 $11':,00': $111,085 
Ra:.e o~ ?e:u:-:'l 8.32~ 9.59% 9 .. 10~ 
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421 
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14,682 
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23,69' 
4,428 

2,099 
1,250 
6, OS.; 

9,433 
37,555 

S 13,352 
$l11,085 

12 .. 02~ 



• 

• 

• 

A.83-0S-S2, ;".83-07-17 ~/::/d: 

;.. j oi:.~ ex..~i~i t ·,.,as filed by the CO:':lp~y a=.c. s~af= i:: 

whiCb ~hey a~:eed ~q use ~e Pall, 1984 ~R! :o:ecas~ for eseala~ion 
of labor ~d non-labor e~nses as a =.e~~odolo;y :0: eete~:.in~ 
19S5a~~:i~ion. he ado?~ this ::lethodolo;y ~d ~hose factors s~ould 
~e applied ~o the adopted 198~ expenses. ~e also adopt s~a::'s 
:eco~~endatio: ~~at the 1984 e~enses should first be show: in :983 
dollars and escalate~ :0: both 1984 and 1985. ~is would co::e~ 

$459,000 ~o cove: adeitio:al capital cos~s. 
position. 

??&~ is 
CC~obe: 15, 1984, 

:ile 

We will adop~ staff's 

as a :es~lt of its ch~;ed expenses ~~d capital costs. ~~y 

differences in revenues associated with increased 0: decreased 
sales in 1985 will be recovered th:o~~h ~e E~~ procedure we 
establish today. We 'o'Iill also consider a~ual wa~e increases due 

to labor contracts ne;otiated prior to ~~e :ili:; 0: ~he advice 
letter. 

~ays i~ ?roces5i~c 

~e ~ave ae~owled~ed ~~a~ ~~s eecisio~ is issued wi~b 
the 1984 test yea: ~ow ~al: over, ~his because 0: scheeuli~; 

Zxecutive ~i:ector ~o review our processes with 
developi:.; a ;e:eral 
ou~ Rate Case ?lan. 

~oal 0: . 
covered by 

these util~ties ou~~t to be covered by ~~e ~ate case ?l~, 0:, 

t h ~ ~-e s ~-e -e~ess~-' ·0 ~-eve~~ c"e'avs _.~ ... -_-o~es~ ... ~~~ ~~e_~= =0 , w.a~ ~~ p ~ __ ~ ~-~ ~ ~- -- -. ~ ~ -- ~ 

;e=e~al rate case applicatio~s . 
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A. Long-Run !~c~emental 
Costs CLR!C) 

XI. ELECTR!C RATES 

AL':'-W'l'B 

For the past several yea"!:'s, our policy in major electric 
utility rate cases has b~en to allocate revenue ~equi"!:'ement to 
classes of custOQers based on ror~ulae incorporating =arg1nal cost~. 
However, in D.92749 6 we recognized ??&L to ce a speeial ease a~ong 
California electric utilities, and we encouraged the utility and our 
staff to develop an appropriate approacb for ??&L. 

The Qajor factor which distinguishes ??&L from other 
California electriC utilities is its generation resource mix, which 
includes a higher proportion of hydroelectric power. For purposes of 
a marginal cost study, the significance of this distinction is 
readily apparent. !n the cases of the other electric utilities short­
run :arginal energy costs were basee on the incremental costs of 

•
ope:"atlng :larginal oil-fired units. ':'~usp their shot"t-run :::larginal 
energy costs are greater than their average energy costs because 
those utilities put their =ost-expe~siv~-t~-o~e~ate plants on line 
last. At any given ti:e, the~efore, the~e will be on line a 
combination of ,lants having an ave~age o,e~ating co~t lowe~ than the 
ma~ginal ope~ating cost o~ the next unit. 

PP&L,hoATever, operates its syste: :nost efficiently by 
unce~taking to ~~n its base load coal plants at a constant level ana 
:eeting sho~t-r~n changes in ene~gy ~equi~e=ents by application of 
its available hydro ~esources. Since hycro power is generally 
cheaper t.han coal, ??&L':s short-run car-ginal energy costs tena to be 

.6 Issued March 3, 1981, in Or! 67, a state~ide investigation 
regarding =a~ginal cost metnoaology ~or eleet~ie utilities. 
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lower than its average ene~gy cost. Thus, if we set rates on short­
run marginal energy costs, P?&L's custo:ers will ~eceive a price 
signal that incremental energy costs are less than average co~ts, 
even though the utility's long-run incremental energy costs are much 
higher than its short-run or long-run average energy cost3. 
Therefore, the use of Short-run marginal energy co~t is not 
appropriate for rate design purposes tor ?P&L, and we will again use 
LRIC for this purpose. 

30th PP&L ana the staff preparee LR!C stueies which they 
followed to a greater or lesser extent in allocating revenue 
requirement among classes of customers. One significant eifference 
between the two studies arises from the methods used by ??&L and the 
staff to develop real fixed charge rates which a~e applied to the 
marginal costs of capacity in Exhibit '4. P?&L uses a oethoc which 
intially requires the selection of a "real discount rate". (a rate 
which is net of inflation). On tbe other hand, the staff uses a 

~:ethoe which requires the selection of a "nominal discount rate W (one 
which includes inflation). 30th methods are conceptually correct and 
will yield the same result if the initial discount rate~ are 

consistent with each other. This is where the difference between 
PP&L ane the ~ta~f a~ises. 

??&L has selectee a wreal discount ~ateW of 4.5%. At the 
sace tice, ?P&L uses 7% as an estimate of i~flation. If t~e 
inflation ~ate is accec to the real a!scoun: rate, the rezult is 
11.5%, somewhat below PP&L's current co~t of capital. Our pereeption 
is that PP&L's real discount rate is on the low siae. 

:he staff's nominal discount rate is 15%. This is basee on 
?P&L's nominal cost of capital. If the 7% inflation rate is 
subtracted, the result is a "real discount rate" of 8%. 7his is 
contrasted with the 4.5% rate wh~ch ??&L ~electec for use in it~ 
:ethod of calculati~g the real fixed charge rate~. For P?&L to have 
been consistent with the staff, it shoule have selectee 8% instead of 

• ~.5%. 
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O~ cO:Qon equity wh~ch is 
~a~ty to t~e ~roceeding. Eoweve~, :~e 3:a~~ ex~licitly ,oi~:e~ out 
th~: the i5% no:i:al C~3t o~ ca?ita: ~boul~ ~e coosice~ed a lowe~ 

~~e p:oper ~o=i~~l eisco·~~ :ate ~o be usee in ~is ~:oceeei:~~ 
On bal~nce, we believe that the sta~~ LR!C study develops 

and uses a =ore ~ealistic carryi:g cha~ge than ??&L. 

u~e .. 

relates to ??&~fS p~oviding a ~5% rese~ve =a~gin ~y aeei~g a gas 
turbine, wb~~eas the statt ei~ not allo~ ~or SUCh an additi~n. ~e 

Exhib~t '40, as !ollo~s: • 

~??&L added a 15% rese~ve =a~gin to the long­
run incre:ental unit cost whe~e sta~~ die 
not. !he j5~ ~ezerve :argin ~as not used 
because the co:bustioc tu~bin~ is used to 
Gete~=ine the ce:anc co:,onent o~ a coal 
?lant. Since the~e ~as no reserve =argic 
used in the calculation o~ the coal ,lant, 
s~a~~ ~elt ~~a~ ~h~s wa= ~neo~s~s:e~~." 

Eoth ??&L and the sta~~ calculate :arginal c~sto=er costs 
~or each class o~ custo:er. 
in ?~e?a.ring its LRIC s":.1.!clies :or sp:eac.i:<; ":.~e revenue re~1.!i:e:len~ 

~~on; ~~e ~_s":.o~e: classes, ~oes no~ incl1.!ee :Ia:~i~al eus~o~e=. 
costs and ~ecogn~:es only =a~ginal ene~gy anc ce:anc as a?,ro,~iate 

• otr.e:"s. 
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~ate :~~eac ~ete~cinatio: is that cu=to=e~ co~ts ~o not va~1 ~ith t~e 
~ecanes c~~tome~s ~lace on the ~Y3te= (at di~~e~ent ti=e-o~-u~e 
~eriods) and are there~o~e ina~prop~iate.to include ~or thiz 
~u~?o=e. :his sta~~ vie~ coincides ~ith the t~eat=ent ~e have 
adoptee in electric rate cases ~ith soce ees~e~ o~ conzi~te~e7 ove~ 
the past several yea~s. ~~ile the evieence ~ho~s that in ??&L's case 
these custo=er costs ~hen ex~re~sec on a pe~-custo=er ~asis vary oy 
custo:er load classes, this ~oes not =ea: that such costs are load 
r-elatec. 

On each o~ the points o~ =ajo~ di~~e~ence oet~een the 
utility anc the sta~~ LR:C studies, the ~eight ot the evidence 
supports the statt's study as possessing g~eate~ =e~it ~or purposes 
ot this proceeding. Accordingly, ~e ~ill use the sta~~'s LR:C ztucy 
as the oasis ~o~ allocating costs a:ong custocer classes and :or the 
design 0: ~ates. Eo~ever, to =oee~ate rate changes bet~een classe~ 
o~ serVice, ~e ~ill only cove a portion o~ the ~al ~o~a~c an 
ioc~e:ental co~t allocation in this proceec:ng (20% :nc~e=ental co~t 
~eight: 80% system a?erage percentage ~eignt). Due to the incomplete 
sho~:ng as to the p~ope~ development o~ inc~e:ental costs to be 
applied to i~rigation (?A-20) custo:e~s, ~e ~ill simply =ain~ain the 
rela~ionship ~et~een ?A-20 rates ane the overall syste: rate by 
allocating ~evenues to this class oased enti~elJ on ~ne syste:', 
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C. Rate Des15n 
1. Resieential Rates 

Section 739 of the ?ublic Ot11~t~es Coce, as a=~neec i~ 
1982 by the Sher Bill, provides aeong otner thing~, that the 
CoC:ission shall establish a ~base level ~~antity" o! electricity fo~ 
residential customers in tbe or~er setting rates issuing !roc the 
rirst general rate proceeding !or an electric utility deciced on or 
after January i, 1983 ~ith an effective date of not earlier tha~ 
January 1, 1984. ?enc1ng that effective date, existing lifeline 
allowances are to re~in in effect. 

As usee in amended § 139: 
"'Baseli~e quantity' :eans a quantity of 

eleetricity or gas for resi~ent1al 
consumption custo~ers to be esta~lished by 
tne commission based on from 50 to 60 
percent or average residential cons~?tion 
of these commodities, taking exception that, 
for residential gas custOQers anc ror all­
electric residential customers, the ~aseline 
quantity shall be established at fro: 60 to 
10 percent of average residential 
consu:ption curing the ~i~ter ~eating 
season. !n e~tablishing :he baseli:e 
~uantities, the commission shall ta~e into 
account eli:atic ane seasonal variations in 
consumption acd tbe availability of gas 
service. The co=:iss1on shall ~eview a~e 
~evise baseline ~uantities as average 
consu:ption patte~ns change in o~der to 
:aintain the 50 to 60 ~ercent ratio these 
~atios." 

• 
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the Sher Bill also requi~e$ ~he Cocmis~ion to e=tabl~=h a 
special :leeical baseline allowance for life-~upport require~ent$. 
The Cocc1ssion hanclee ~his requirement of the Sher Eill on an 

1naustry-wice basis ~y opening O!I 83-01-01 for this purpose. 
D.84-01-064 in that investigation cete~inee the amount of this 
special medical allowance for the en~ire state, and. -,:e -,:ill iopleoent 
the medical allo-,:ance for P?&L in this eecision. As developed in 
D.84-01-064, the effect of tcis allowance on the utility'S results of 
operations is inconsequential, anc it will not be given consid.eration 
in the acopted. results for the test year. 

Table 3 sho-,:s the relationship between the range of 
baseline ~uantities percitted. by the Sher Bill, the ??&L and. staff 
proposed. baseline allowances and. ~resent lifeline allowances. 

TABLE 3 

Comparison of Baseline Quantity Proposals 

• Areas 
Type of ?eroissible 
Service Season Ran~e(SO-60%) 

kf'le. 

Proposee Ran~e 
?P&L St.a!!' 

Present 
L'i!'eli~e 

kwh 

Del 
!Jorte 
County 

• 

All 
Other 
Areas 

Basic S 
Basic ... WH* 
Basic ... SH* 

All Electric 
Basic W 

Basic ... ttlH* 
Basic ... SH· 

All Electric 
Basic S 

Basic ... 'tlH* 
All Electric 

Easic ''; 
Basic ... "'H* 
Bas1c ... SH* 

All Electric 

J.L20-S30 
550-680 
550-680 

520-660 
1160-1 430 
1160-1430 

420-530 
550-680 

520-660 
60-70 

1160-1430 

55 
55 
51 
50 
55 
55 
65 
65 
55 
55 
51 
55 
55 
65 
65 

• 'rd = wate~ heating; S~ = space heati:g 
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50 
50 
50 
SO 

d' 

" 

50 
SO 
65 
65 
SO 
50 
SO 
50 
SO 
65 
65 

2J.L0 
49~ 
240 
490 
2J.L0 
490 

1080 
1330 
240 
490 

240-490 
240 
490 

1360 
1610 
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It can be seen fro~ Table 3 that the $ta£~ ~ropo$es 
separate baseline qt,;antities for the winter ane. su=er seasons, 
whereas ??&L does not. Otherwise, there is little difference between 
the reoom=e~~ations of ??&L and the staff. 

The staff propo~al differs from the ut11ity's in t'Wo 
respects. First, the staff recommenes that separate sum=er and 
winter baseline quantities be established for all residential 
customers, not just those with electric s~ace heating as proposed by 
the utility. We be11eve the staff is correct in =aking this 
recoccendation because the ceasured average consucption of 
residential users increases 24% during the winter season. 

Second, the staff reco==e~ds that baseline quantities be 
set as a percentage of recent historic consu:ption nor:a11zec. to 
adjust for unusual weather conditions. ??&L did not nor:alize 
recore.e~ consucption and accordingly recoQcended higher quantities 
for soce classes of user~. We a~e of th~ o~inion that the use of 

• nor::alized consu:ption c.ata as r-eco:::lencec oy the sta~!" will r'esult 
in ::ore staole baseline quantities to the benefit o~ tbe ratepayers. 

• 

The staff recomoends that Del Norte County be tr-eated as a 
separate climate zone ~r"om the r-est o~ ??&L's ser"vice te~ritor-y !o~ 
the purposes o~ $etting oa~eline ~uantities. 30tb ~el Worte anc tbe 
rest of ?P&L's ser-vice territory would r-eeeive the sa:e total annual 
baseline allocation under- the sta~~'~ pr-o,osal, out Del ~or"te'~ 
winter allocation ~ould be spread over eight :onths whereas tbe 
winter- season for" the r-est of the service ar-ea ~ould be only six 
oonths. We appr-ove of this treat:ent, which is consistent ~ith our' 
~rior determinations on ??&~'s lifeline quantities in D.92ti1. 

~he Sher bill requires that bazeline quantiti~s be priced 
at 15-25% oelo~ the syzte: average rate. !he baseline quantity thu~ 
constitutes the first block of an iocr-easing block rate ztructur-e • 
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:he s~a:: =eco~~ends =e~ainin; ??&L's exis~in; ~~o-olock =a~e s~ructure 
for resieen~ial rates ~i~~ ~he~aseli:e ra~e a~ 80% 0: the system ave=a~e 

rate as eescri~ee i: E~~i~it 40. ~e sta:= also st~diee ~he i~a~s 0: 
setti~; ~aselirie rates at 7Sx a:d esx 0: system avera;e rates. We 

have reviewed these sta:: =eco~eneations, ~s ~ell as those of ??&~, 

and we conclude that the 80x =ac~or !avo:ed ~y the sta== is a fair 
and :easo:able level at which to fix baseli~e ~u~~tity rates. 

2. Cene-:-al Co=:ereial 
ae~ !ncus:~ial ?ate~ 

!~e bulk o~ ?P&L's eo==e~eial and i~du:t,:,ial eusto:ers a-:-e 
served under :~o sc~edules: Schedule A-32 ~or ce:ancs o~ up to JOO , 
kW and Schedule A-36 for de:ands of bet~een 100 and 500 kW. 7hese 
schedule: provide for three ty,es of charge: basic charg~, de=a:d 
charge, and energy charge. T~e ~asic charge is dete-:-:ined ~ro= the 
average of the two highest monthly demancs o~ the ,~ececing year. 
Its pur~ose is the reeove~y 0: a ,or~io~ 0: billing ane co:c!~=ent 
ex?enses. :h~ ce:anc charge re~lects the !ixe~ and va':'ia~le cos~s 

~ela~ec ~o load on tbe sys~e~. The ene-:-gy eha~oe re!leets the ~ixec 
and va~iable cos~: ~bich a~e a ~unction o! ~he ~ne~gy use. 

:be sta~! believe: tha~ these t~o ra:e~ eo not 
a??~o?~ia~ely ~e!lee: the LR:C aszocia~ed ~!th the dif~e~en~ classes 
o~ -s=al1 and :ediu:-sized eu:to=e~s. The sta~~ therefore ~eco==ends 
tbat the Co==i:s!on: (i) create a ne~ sehedule ~o b~ desig:atee A-
32A ~o~ low de:ancs; anc (2) :oei!y Schecules A-32 anc A-36 anc 
even~ually :e~ge ~he= into one seheeule. rrnce~ the staff ~~oposal, 
SChecule A-32A would oe :andato~1 !or custo=e~s ~i~h ce:ancs s=alle~ 
~han 20 kW and optional ~O~ de:ands be:ween 20 k~ and 500 kW. 

ce:ancs in the ~ange o! 15 to 20 k~ . 
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??&L eoes not favor c~eat10n of the ~ew Schedule A-32A. 
The utility p~oposes that the highe~ LR:C ot se~ving customers ~ith 
ceoaads lo~e~ than 20 kW be acco:oodated by ~etaining the ?~esent 
eeclining-block energy-~ate structu~e of Scneeule A-32. The staff 
opposes the perpetuation o~ declining-block rate structure of 
Scheeule A-32 on the grounes that such a rate structure proviee~ a 
e1sincentive for conservation. 

The higher LRIC incurred in serving lo~- and :edium-ceoand 
custooers results ~roo their different decand costs. We agree with 
the staff that it is not appropriate to 'recover these costs through a 
schedule with a eeclining-block energy-rate structure. ~e share ~he 
staff view that the oetter ~ay of collecting higber-per-kW charges 
froe low-decand custooers would be through a new rate SChedule ~or 
custooers having demands lowe~ than 20 k~. We believe that such a 
new schedule would allow P?&L to bill the~e low de:acd custo:ers in 

• 
proportion to the LR!C of serving thee. We are not persuaeec oy 
PP&L's a~gu~ent that tee ~ecord aoes no~ conta~n LP.!C ea~a ~hich 
distingu~shes between ee:anc levels above ane below the specif~c 

• 

?oint ot 20 kW. The 20-~W b~eaking point chosen by the staff has the 
distinct cost advantage of being tee =in~=u: de~anc level at ~hieh 
?P&L typically installs a demand =ete~. ~hereto~e, ~e see no 
advantage in using is kW as the o~eaking point =e~ely because :ore 
p~ecise LR!C data oight be available to us in this recore. 

:he staff ~uestions the cu~rent use of 100 kW as ~he 
breaking poin~ in demand bet~een two rate sc~edules, i.e., SCheeules 
A-32 and A-36, especially if this decision aeopts a separate schedule 
for custo:e~s having de:ands oelo'''; 20 kW. ??&1.' S stu~y, Exhibit 1 It, 

shows very little difterence in LR!C tor custoce~s with de:anes in 
the range of 15 to 100 kW with those in the range of 100 to 500 ~W_ 
The staff ~urther brings out that in actual ,ractice the two 
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scoedulez CO not, i~ ~aet, ~egr~gate cu~tooers a~ ~he 100-kW ?o1~t. 

Exh10i~ 14 ShO~3 that 62% o~ ?P&L's cus~o=e~s on Schedule A-36 have 
ce:ands below 100 kW and that a nucoer o~ custo:erS on Schedule A-32 
have ce:ancs aoove 100 kW. The sta~~, there~o~e, propose3 the 
merging of the t~o ~c~edules on a delayed oasi3 ~o avoid a sUGden 
extraordinarily large rate !~crease ~or ee~tain custocers fro~ the 
cozbined icpact of the general.~ate increase and the change in rate 
structure. 

PP&L is against the creation of the new Schedule A-32A, but 
it does not oppose the concept o~ ~oving towarc the merging Schedules 
A-32 and A-36. The utility is concerned however, that this order =ay 
not provide eithe~ suf~icient ti:e to address all the ramifications 
of the sta~f proposal or tice to cini~ize the i:pacts of the ra~e 
design changes on affectec custo=e~s. ??&L recoc:e~ds, the~e~ore, if 
the Cocmission orde~s the consolidation, tbat tbe two schedules 
remain separate for the present and that the consolication b~ :ade 
ef~ective th~ough an advice lette~ !iling to be filed wi~h!n three 
mo~ths of the !inal orde~ in this proceeding. ??&L reasons that such 
an interval ~oulc af!o~d it and the staff time to work out a mutually 
acceptable ~ate design which ~o~ld :in!:ize !:paets on its customers 
and its own administrative machinery. 

??&L states that i~ the new Sehedule A-32A is ~laced in 
e!feet prior to the consol~dation o~ Schedules A-32 and A-36, the~e 

would thus be provided three optional sc~edules ~or eustOQe~s with 
over 20 kW de:and. ??&L says that its computer capabilities cannot 
calculate three o?tional ~ates and that, there~ore, each customer 
account would have to be individua11y r-ev!.e· .... ed oy hand. Pacific 
contencs that it ~ould be discriminatory to cake this schedule, as 
suggested by the staff, optional ~o~ some eustoQe~s (over 20 kW) and 
mandatory ~or others (under 20 kW) • 
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We share PP&L's concer~s. !n ordering the eztablisncent o! 
Sc~ecule A-32A and the oove to~ard ccnsolication o~ Schecules A-32 
and A-36, the adopted tari!~s ~ill provide for a 90-cay period in 
which to overcoce the problecs which would otherwise arise from the 
rate structure change. :be general co=:ercial rates which will 
becoce operative on the effective eate of this order will, there~ore, 
not reflect an i==ediate change in the structure, i.e., Schecule~ A-
32 and A-36 will be continued in their present for:, and their 
consolidation and the creation of Schedule A-32A will ~e delayed 
until we approve the advice letter filing. 

We will elizinate the 100-kW cini:uc deoand charge, but, in 
order to avoid revenue instability and ad:inistrative proble=s during 
the period o~ ti:e prior to consolidation of the A-32 and A-36 
schedules, the tar1f~s will leave in effect that de:and charge on 
service provided under Schedule A-36. The increase will be applied 

•
to the energy rate only. For the 90-day i~teri~ period duri~g ~hich: 
(1) rates for Schedule A-32 will ~e develo~ed tbat =o~e closely 
follow the rates tor- Schedule A-36, and (2) Schedule A-32A ·,.,ill ~e 

• 

established for customers with ee~an~s of 20 kW or less, the de:and 
ane energy charges on Schedule A-32 will be increased by the sa:e 
percentage. BaSic charges will be ke?t at the same level. 

3. r1~e-o!-Ose Rates 
Custo~er-s with de:ancs o~ 500 ~w and gr-eater are billed 

under Scheeule A!-~8, which ~rov1des tor the sa:e cbarge~ as 
Schedules A-32 and A-36, except that the de=and charge varies by 
sea~on and it is appliee only tor de:and during the ~eak perio~ fr-o: 
6:00 a.:. to iO:OO p.~. Scbedule A!-48 has a cini:u: de:and charge 
based on 50~ of the highest ee:a:c occurring during the season or 300 
kW, whichever is gr-eater • 
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PP&L proposes to i~crease ~e de=~d ~~d energy ~~ar;es 
0: this schedule by the s~~e percentage ~~d ~i~tai~ the oasic 
charge at its current level. The staff ge~erally su~por-~ ~~is 
proposal: however, it reco~ends aoolishi~; the ratchet ~~e ~n~~ 
demand charge. The staff believes that the ~~im~~ demand charge 
reduces customer i~centive to ~nimize de=~~d below a previous pe~ 
~~d that there is ~o incentive whatsoever to lower demand below 
300 kW.. The sta:: contends that the basic cha.:ge of this schedule 
already functions as a rninim~~ dema:.d charge because it is computed 
on the average of the two highest months' de~ds experienced during 
the previous twelve months. 

Consistent with our poSition i~ S~&E's Test Year 198~ 
General Rate Case, we will aeopt staff's proposal which eli~~ates 

"de::l.a.."ld rackets" anc. minimu::l. demand charges.. We also eliminated 
SCE's minim~~ demand charges in ~ .. 92549 ~~d Sierra Pacific Power's 
in 0.83-04-066 .. 

~o changes were proposed in this proceedin; by the utility 
or the staff for the reactive power cha:ge or the voltage adjust=ent. 
Staff reco~~ends, ~d we concur, that PP&L be required to file with 
their next general rate case, a study showing the different cos~ 
incurred for di::ere~t voltage levels ~d power factors. 

4.. £o~~e;eial W?ter Hs?ting 
Service is provided to co~ercial water-heatin~ customers 

~"lder Schedule A~F.-31, which has been closed to ~~~ custo~ers since 
1975. The rates provided by ~~is schedule are approxi=ately 25% 
oelow the wei~hted avera;e 0: rates for service ur.eer t~e ~e~eral 
ccm."':tercial Schedules A-22 and. A-36. PP&L recor.l."':tenc.s t~at Schedule 
AWrl-31 :eeeive the syste~ average increases. o~ the othe: h~d, the 
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star! ~oe: :ot believe there is goo~ reason to :aictaic the p~e~ent 
subsi~y. I: reco:ce=~s, howeve~, that the level of Schedule A~rl-3' 
be moved only hal! way towa~d the weighte~ ave~age of Sche~ules A-32 
and A-36 because a~y f~rthe~ adjust:ent at this ti:e would i~,oze a~ 
unjustiti'ed bu~den on t~e :oe=aining wate~-heati!'lg custo:ers. We 
adopt the statf position. 

5. !~:'"!gatior. Se~vice 

Irrigation custo:ers are severed under Scbedule ?A-20, 
which icclu~es three types ot charges: 
base~ on the :axi=uc ee:and occurring du:'"in; each ""i:te~ month, or, 
tor s=~ller ~e:an~s, the na:eplate horsepowe~ ot the connecte~ loa~; 
(2) an a~nual charge collecte~ in Nove:ber, ba=e~ on the ave~age ot 
the two highest ce:ands establishec cu~ing the previous ~2-month 
pe~io~; ane (3) ~eclin!.ng block ece~g1 ratez d!.~terentia:ed by season. 

by equal pe~ce:tages • 
reasonable, would :aintain 

the p~oportional relationship between the seasonal charges. ~he 

s:a~t woulc, in aeeition, cove t~e decl!.~i~g-bloc~ energy ~atez ot 
the sc~edule towarc a single olock to i~c~ease ~he incentive for 

econocically so~nd and co:petitive wi:h O~egon agric~lture, tbe 
COQ:ission :ust, as it eie i~ D.82-0S-42, set ir~iga:ion rates at the 
~esicential baseline :-ate. 'rhe en;- poin':.z 01,;,t that ??&L p~ov:.ces 

its O~egon agricul:u~al eustooe:-s a creeit o~ j.t cents pe:- 1983 
seasonal kWh in excess ot 1982 seasonal k~h. C~;- conten~s that :his 
O~egon a:-rangeoent has :he eftect of creating a lowe~ ?~ice a~e 
increasing ';he a::ount o~ i!'"!'"igation pu:ping" ane that it · .... ill wo:",k to 
the econo:ic detriment ot Calitornia~s agrieultu~e unless 

• 
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Caliro~~ia'z !a~=er~ a~~ allQ~eQ tQ ~e:ain cocpetitive OJ our keeping 
i~~igation a~ the ~e$icential oaseline ~ate. It also u~ges that we 
require ??&L to i~stit~te the Sa:e type and style o! ag~icultu~al 
pu:piog se~vice seasonal creeit in California as it is no~ offering 
in Oregon. 

~e ~ill adopt ??&L's proposal as :odifiec ~y the stat!. I~ 

so cOing ~e are mindful of the concerns of the CFS:, and ~e ~ill 
:aintain irrigation rate~ at the lowes~ level that ~ea~onable 
considerations of cost and equity ~ill per:it. ~ne reco~d will not, 
ho~eve~, support the estaolish:ent of an agricultural pu:ping 
seasonal credit as ~rged by CFEF. 

6. Streetlighting Service 
There is no difference bet~een the rate design of ??&L and 

the staff tor the several st~eetlighting schedules. Both propo~e 
increasing all outdoor and streetlight1cg schedules on an equal 
aeouot per kWh. In aedition, the sta!f reco::ends =o~ifying 

• Schedules LS-S7 and LS-58 to re:ove reference to la~p types ~h~ch 
~ave been cocpletelj ~eplacec by sodi~:-va?or la~?3. 

• 

iie ~ill acopt tl'!e :'ecocmencations of ??&L and the sta!'!'. 
D. Co:~a~ative Rates 

Cong:-ess:an Bo~co, the CFSF, ot~er !'a:-:er groups, 
individual far:ers an' other consu=e~s ra~se the issue o!' co:parable 
rates. They point to ?P&L's lo~er ratez ~n its service area acrOss 
the Oregon boreer. Unfort~nately, ~e cannot si:,ly set Cali!'ornia 
rates at the Oregon level. To co so wo~lc constit~te a confiscatory 
act on our part. A nu:oer of concrete factors contribute to the 
lower cost of serv~ce in ?P&L's Oregon se~vice areea, not the least 
of ~hich is the North~est ?o~er Act ~hich provices ~holesale electric 
powe:- to ??&L at pre!'erential rates ~or resale to its Oregon 
eustoce:-s. ~hat act or Congress does not per:it exteneing the 
prererential treat:ent to ??&~'s California custo:ers • 
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?e~ti~ent to the issue of comparable rates, is the fact 
t~at ??&L's custoce~s enjoy the 10we3t rates of any !nve~to~-o~ed 
electric utility serving in California. Also pertinent to this issue 
are the ~esults of a recent nationwide survey conductec by the 
National Assoc~ation of Regulatory Utility Coccissioners (~;_~UC)1 
in 216 public utility service areas throug~out the Unitec Sta:es. 
Only one California area appears aeong the 25 terr~tories having the 
lowest charges for consu:ption of 500 ~Wa ~er month. :t is ??&L's 
Crescent City service area. It ranks as nu:ber 200, ·~th only 16 of 
the 216 areas surveyed throughout the nation having lower electricity 
charges than Crescent City. 

XI:. NO':'!CE ':'0 TEE PUELrC 

Two issues relating to ade~uacy of notice to the public 
were raisec in the latter part or the hearings in this proceecing. 
The first issue concerns the aQou~t of the increase ($10.8 million) 

~WhlCh PP&L is seeking in the combined applications, and whether the 
public has been properly placed on notice for that figure or for 
merely the increase ~equestee !n the fi~st application ($6.0 
:11l!on). The seco~d i=sue concernz ~hethe~ the ~ublic haz bee~ 
afro~ded adequate op~ortunity to pa~ticipate in ~he eon~ide~ation o~ 
the e!!ects ot nuclear p:-ojec·t abandonmen.t in this ge::.e:-al rate 
increase p~oceeding. 

7 Official notice is taken of the ~A?UC's 1983 Su::er Sur7ey of 
Resident!al Bills, ~hich co:pares electricity charg~s during the 

~th:-ee-conth period June th:-ough Augu~t 1983 for :ajor inve=tor-o~ed 
~utilit!es in 49 states and the District of Colu:bia. 
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A. Aoount of the Recuestee !ne~p.ase 
It 1s, and has been throughout these proceedings, ?P&~'s 

position that the acount of the general rate increase re~uestec in 
the t~o applications is the su: ot the acounts requested in 
A.83-05-052 and A.83-07-17. The aecitive nature ot the applications 
~as not questionec curing the first part of these proceedings, 
certainly not at the prehearing conference nor at the four days of 
public ~itness hearings hele 1n the utility's service area at 
Crescent City and Yreka. The record conclusively sho~s that the 
presiding ALJ, staff counsel, the interested parties, and the 
participating public were proceeding on the oasis and understanding 
that the amount of the rate increase at issue is $10.8 million, not 
just the lesser amount of $6.0 :illion requested in the first 
application. 

At more or less the midpOint ot these proceedings, start 
counsel perceived the issue now before us. Ee does not contezt the 
adequacy of notice for each of the t~o applications. Inde~d, no one 
does, a~d this aspect o~ notice ~s ~ot at issue. :he thrust o~ sta~~ 
counsel"s posit~on ~s that the general ~ate increase request now 
oe~ore us is ~or $5.0 m~llion, that the ERA~ request for $~.8 million 
is not pro~erly added to the $6.0 ~illion general rate increase 
request; and that the ?ublie has been duly noticed only for an 
i~erease of $6.0 =illio~. 

With the notice require:ents o~ the ?O COGe part~cu1arly in 
:ind, we have carefully reviewee the content of the two app1ication~ 
ane the notices that ~ere given to the public respecting each 
application. ~e have further reviewec the ~ull record o~ the 
proceeding in this light. ~e are of the opinion that the 
consolidated applications constitute a properly filed re~uest for a 
$'0.8 :i1110n general rate increase and that the public was 
adequately notified in a ti:ely manner . 

• 
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B. Abandoned Nuclea:- ?~oject! 

Co~g,:,ess:a~Bosco and :U?N contend that the ~ublic Gie not 
,:,eceive sufficient notice as to t~e inclusion in this ?':'oeeec!ng of 
issues :-elating to the :-evenue :-equi:-eoent e~~ects o~ the abaoGon:ent 

:-ate ~:-oceeding s~eci~ically t:-eat the issues :-elating to the 
abaneon:ent o~ these ?:-ojects. 

:ore o~ten than not neccssa:-y ~o:- us to :-ecogni:e anc evaluate the 
e~~ects o~ events and ci':'cu:stances occ~:-':'ing subsequent to the 
tiling o~ a rate increase a~~lication. Ou:- issuance of D.S3-'1-0l2 
in A.82-07-0~8, s~?,:,a, is one o~ a :u:be':' o~ such occu,:,~ences ~hich 
have been conside':'ed by us in this ~,:,oceeding ~itbout the:-eby 
exceeding notice ,:,equi:-e:ents. 

In the above ,:,es~ect, nothing unusual attaches to this 
issue. Eoweve,:" the issues ,:,elating to the abandonee ?,:,ojects have 
been beto':'e us and in the ~ublic's eye and :ind eve,:, Since ??&L tiled 
A.82-07-0~8 on July i, 1982. :hat a?~lication :-equested autho:-lty to 
inc:-case ??&L's Cali~o,:,nia elect':'ic :-ates to :-ecove:- its invest:ent 
in t~o abanconed gene':'ating ~,:,ojects. Eea':'ings to ':'eceive public 
testi:ony ~e:-e held in Y:-eka and C:-escen: City on Ma':'ch 17, 1983 and 
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~ar~~ 18, 1983 respectively. As we noted in D.83-11-012, ~ore than 
SO ~e=~rs of t~e p~lie ~de state:ents at the nea=in~s, inel~ein~ 
a n~~e: 0: public o:fieials. Zvidentiary hea:in~s were ~ele i: San 

Francisco during April of 1983, ~~d the ~atter was t~~en ~~eer 
sub=ission on June 13, 1983. 

AS discussed previously in ~~is opinion, late in ~~e co~rse 
0: this ;eneral rate proceeCin~, on ~ove~e= 2, 1983, we issuee 
0.83-11-012, which stated that althou;h traditional rate=akin~ may 
have justified recovery 0: PP&L's invest~ent in the two te~natee 
projects, direct recove:y ~y ~~o=tization tnrou~h rates would ~ 
denied. !he eeeision noted, however, that Oregon hee allowee an 
offset of the expenditure for one project with the ~ain from a 
securities transaction and that hashington had increased the retur: 
on co~on equity by an additional 2.5%. The decision ordered that 
the issue of risk to shareholders associatee with the eenial of 
~~orti:ation be consicered in this ~eneral rate case proceedin~ • 
~.83-11-012 was subse~uently modified by D.a~-05-097 which a:fir=ee 
the ee~ial of recovery 0: ??&L's i:ves~~e~t. That decision is 
curre:tly on appeal ane sucject to Co~~ssion reconsideration. 

7be ~; on ~ove~er 15, 1983, issued ~d sent to all 
~a=ties a ~~itte~ :ulin~ statin; t~at the iss~es as to t~e effects 
0: 0.83-11-012 on ??&L's ret~-n on co~on e~ty would be consieered 
du:i~~ t~e hea=i:~s 1: t~is proceeein~. ~t ~~e conclusion 0: the 
hearings, oral ar~~entS were presentee ~e=ore the assi;nee 
Co~~ssio:er and the~. All parties were ~iven ~ opportunity to 
~ail, ay ~anua-~ 6, 198~, ~rie:s li=itee to the issue 0: co=pensa­
tion :0: the increased risk causee by eenial of direct ~~ortizatio~ 
0: Pacific's inves~~e~t i~ the two te==~nated nuclear projects. 

Our review 0: the ha:elin~ 0: ~is iss~e gives us no bas~s 
for co~cludi~~ that the ~otice =e~ui=e=ents 0: the PC Code have been 
violatee. I~ our opinion, it is properly before ~ as a: issue 
relatin; to ?P&L's revenue require~ent :or the test year 1984. 

However, because D.84-05-097 is an appeal, we leave the issue open • 
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:>.82-:'2-10 l. 

Bell ge~eral ra~e case, we co~sicerec ~~e repor~i~g :o:~at 
, 

:eco~~encec ~y staff a~c co~cl~ced that greater s?eci:ici~y 
was needec. We re~~irec ?acific Bell ~o report its ~/P3E ca~a 
according :0 ~~e eth~ic classifications ~sed ~y ag~~cies 0: 
th~ State 0: Cali:ornia anc to ~rea~ o~~ total co~:rac~ ex?endi-

. ~, . l':I:. ... :.O~ 

of ~usiness 0: ~o:e was cone in ~e also :e~~i:ed 
?ac'~'c B~" ·0 es·a~'·s~ v/~?-_ ....... _ _ .... "- '-' J.J _ _ •• ... _..,1:.; ;oa:s fo: 1986 a~c :0 file 
semiannual reports as a r.lea~s 0: tracking ~~e co~pany's progress. 
?aci:ic Bell was directed to ::Ieet wit~~ino=ity sro~p :epres~n-

follow a sir.lila: ?=oce~~:e a~e will di=ec~ it ~o do so'i~ our 

order • .. " ....... 
x::.v • 

1. 3y t~ese app1~c~tio~s ??&~ :e~uests i:e:easec :ates =0: 
its Cali:o=~a se:vice te==ito~f to yield ~ a~;=e~atei:c:ease i: 
ope=a:i:~ reve:~es of SlO,8i3,OOO oased ~?O: :~e test yea= 190~. 

3. 

":)?&:. a ~ so -e ..... ··es .. .,. ... ·· ....... o-.;·v ·0 J: .. '! e ':0- ~ -"'-e .. - C-...... 5". • - - -1.... ~.., v-. ...... __ ....... .. ~_.. __ ~ _'-'w _~ __ '-iI .-

_

~e-- ...... e_ .. '::0" ·-"'e ve"'- '9'~S "'0 co--e-s .... · .. e ..... I!o~ ~-.~ lII!Il-_ ... _· ... c ... - - "-.. .. W#fII/II - <;.,. .... l!' -_ w ~ .. w _ _ v...t! Q. ... w_ ~ .. ~ .,. 

':'hese ~~~"c"'-~o-~ "'e-~ ~ •• ~.~ -o-·ce~ Vr.'"""-'- w .. ~ ... .., fill __ ~rr.._:. ...... _ '-"" ",'I '! ... _-
pa:~~es. were a::or~ee a: Oi?po~~~ity to oe ~ea:~ 0: ~he iss~es 

~e:o=e t.:S. 
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i9. PP&L's conservation prog~acs a~ ~uncec ~or the test ~erioc 
will ~ro=ote conservation anc they are in the public interest. 

20. The ~rocedure adoptee here provides a reasonable methoe o~ 
treating uneer,pen~ funds authorized ~or conservation/load :anage:ent 
progra:.s. 

21. The adopted level of funding for ?P&L's conse~vation 
prograQs is reasonable for test year 198~. 

22. !t is e~uitable that changes in electric rates for each 
=ajor custocer group reflect the cost to the utility of furnishing 
the last incre:ent of adeitional syste: supply. 

23. Di~ecting rates for :arginal usage by each =ajor customer 
group toward the cost to the utility of furnishing an adcitional unit 
of syste: supply will provide appropriate signals ~o custo:.ers o~ the 
cost of added energy consu:ption ane will provide the appropriate 
incentive for conservation. 

2U. Marginal costs provide the acceptable approach to 
allocating cost recov~ry a%ong custocer groups beeause they ~rovice a 
clear pricing signal relating to a eu~to=er'~ co~servation =eas~rez 
ane. ar-e 'i=. keepi::g ...rith ?URPA stan~ar-cs. 

25. A~~licatio~ of :arginal eosts ~or alloeation 0: adoptee 
cost recovery oy customer grou~ should oe teopered by jueg:e:t and 
experience rather- than 5i:p1y r-elying on a statistical a~?roach. 

26. tong-ru~ incre:ental costs provide a :ore reasonable basi3 
~or ??&L ~or allocating reve=.ues a:ocg custo~er classes ane rate 
design purposes because of ?P&L's syste: charaeteristics. 

27. !he sta~fts rate design, as =oc.i~iee by our deter=i~ations, 
is fair and reasona~le • 
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28. 

C ~~a:o=ably ~e!:ec: .. -~ ....... 
:~e ~a:e: s~o:ta:t~a::y !o::o~ the ~a:e ~es~g= ~eco==e:ce~ ~y :he , 
s:~~~, exce?: as =o:e~ !: the O?!=~o: ?o~:1oc o! :his cec!sio:. 

32., 

a~:ho~i:ee ~et~~= 0: co=:o: e~ui:y i: a::~i:10= yea~ i985 ~i:hou: a: 
a::~!:~o: a:lo~a=ce :0 o!!se: i:c~eases i: cpe~a:i=o costs ~e:u!:!=g 

oase. 

·os-I. , 

yea: :oy a~ app:op=ia~e aeV!ce 
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E. Conclcs:ons o~ Law 
,. ??&L sho~!d ~e a~tho~i=ed to ~ile the ~evi3ec elect~ic 

~ates whicb are set ~o~t~ in Appendix C a~d ~hich a~e ce~1gned to 
p~oeuce $6.7:illion in additio:a! base rate ~eve:~e= bazed on t~e 

adopted test year 196~ ~e=ults o~ ope~atio:s. 
2. ??&L 5ho~lc oe autho~ized to ~ile ~evisec elec:~1c rate= 

desig:e~ to p~ocuce ~ase :ate =eve~ues i~ ~he a~~=i~io: 
yea~ 1985 in an a=ou~t to be cete~=inec in October 1984. 

3. ??&t. should be at.:.tho~izee to !ile ERA~ ?:"'o"l1s10:s ~ ... .... 
tari~~s substantially 

cha:ges in its tilec tari~~s as are set !o~th i: Appendices E and C_ 
5. !he e~~ective date o~ this o~de~ should be the date 0: 

which is Signed to :eet ??&~, s':eee !or i:::eeiate :-ate :-elie!" and. 
because a substantial po~tio: o~ the test year has ela?zed. 

6. All :ot10:s not p~eviously ~ulec upon should be denied • 

o R D E R - _ ......... --
:: :S ORDERED 
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~. ??&L s~all ca::y ove: i~~o t~e at~:ition yea: 1985 ~y 

~e~nded at the end 0: 1984. 

5. 3e:o:e ~i:~a:y 1, 1985, ??&L shall :ile a =epo~ with 

;oals :0= cale~da= yea:s 1985 ~C 1986. Co~enein~ in 1985, on 

a =es~lt 0: its ch~~~ee expenses a:.d ca~ital costs . .. 
f • 
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A??E:.;':):X a 
?a~e 1 

.No~ 1 - ?t:.""j)Ose: 
'I1le j)u~ose 

to acj~st :ev~~ues 
of t~i:: Zlec-::i~ Revenue Adju:;:.=e::::. ~ec~Q (tRA.~ is 
!or sales !lue~ua~ions. 

No. 2 - Applicability: 
!his ~~~ ~:ovision a?~lies :0 all bills !or s~rvice ~de: all rate 

seheeules 4:.d con~=4ets !or elec::ie se~~iee ~~j~e~ to t~e jurisdiction 
of the Coc=ission. 

No. :3 - 3ase R4-:e:s: 
!he B4se Rates are the rates !or eleetric serviee in effect at ~y 

:~e, exclusive o! acjus~=~t rates !or ~~ieh a b&l~ee or aejus~e:.: 
aeco1.::: is spfJci!:!.eAlly provieed :i:l t:'e ?::eli=.i..'la:y State:lc:. 

No. 4 - Base Revenue Aoou:.:: 
The Bce Reven-..:.c A::ou:.": is ::'e A:-':'U41 revenue:o be colleeted !:= 

Base R4:es. :he b4Se revenue ~ou.~: s~all be i:ere4$ee or decreased :0 
incorporate c:'~ges i: the level 0: aut:'o:i:ed :eve:ue speei!ied in 
decisions 0: the Coc:ission ~~t~ respect :'0 3~e Ra~es cone;::ently ~it:' 
the be;~ing of the period to whi~ $UC~ reve:ue applies. 

No.5· Revision Da:es: 
!be Revision Dates are J4:.~=Y ~ and July 1 o! eaeh year. On such 

dates 0: AS $oon :~e=e4~:e= 4S the Co==~ssion cay au::cri%e. the C::!.li:y 
shAll. i: 4ceo:~4:ce wi~h the ~:ovisio:s ~e=eo!. ~laee in:o e:!ec~ ~ 
increase or decrease i: ":he ~~ Adj~s:~e~: R4~e then in e~!ec~. tn!ess 
o:herJise 4~:~ori:ed or ordered by the Coc:ission, . such :':e:e4scs or 
eee:eases shal: be C4~e ~o: =o:e :h~ :~iee i: e:y cale:ca: yea:. 

So. 6 • Elee::ic Reve~ue Aejust=en~ Aecou:.:: 
Beg:!.::.ing &s 0: July 18. 1984, :he C::!.li:y shall :ol.;':':ai:l a:. ;a~c::ic 

Revenue Adjus:=~: Aecou::. ~::ies shall be :aee :0 :his 4CCO~: a: :he 
end 0: each =o~th AS :ollows: 

(1) The A~~liC4ble 34Se Reve::ue A::oc:, :I::''':i?lie~ ':>"/ 't..":.e 
4??~ie4J:)1.'!...=on:hly !ac:or !:o::\ ':..'":e :a:ole l)elo' .... , le~::. 
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(b) 

;...??~~!X :s 
?a~e 2 

(2) The C01.::~ c·: tlee-:::ie =eV~1:e ~or =e::viee =e:eered eU=i:g 
~~e =o:~h 4~ 34SC R4~e. 

Jc":.1J.::Y 
Fe~:-.:~:y 

~~ 

0.089 Ap=:!.l 
0.083 !"~y 
0.078 :U!lC 

O.Oii July 0.092 Oe,,:o~e: 0.07: 
0.082 A~~~": 0.090 Nov~e= 0.082 
0.087 Sep~~= 0.076 Pee~e= 0.092 

A e=e~:!.,,: ~,,:=y e~~1J.l ":0 "::e ::ev~~e ::0= 
for ~e=Vlee :~de=ed ~1:=~& ,,:~e =o~:h 4: 
(ccbit ~,,::y, i: ~ega:ive). 

All 1J.~?liC4hle ~41es 
ZR&~ :1J.~e$ if ?Qsi:ive 

(e) M en~7 ~a.l: ":0 ~,,:e=e:;,,: 0:0 .. ':.he Ave=a<;e o:! ":.~e ~a!a::.ee ~ t::.e 
aeeo~~ 4!":e: e~,,::ie~ (a) 4~~ (~) ~ove a~ ":.~e ~~-:e=es,,: ::ate o~ 1/12 
o! ~~e =os~ =ee~~~ly AV4~!~le ~n~-~ ~,,:e:es,,: =a~e O~ c~eial 
?a?e:' . (,:-::"'-.e)3 ':lo=,~' ,t:.bl;'~~ec. i:l :.. ... e :;>«.e::a1 Rese..ooove 52": .. ~le4.Ze .. . . 

No. , - E.~~ R4~e: 
~e E?~~ :a":e :;~all be e~~al ":0 :he es":i=a:ed b41~ee ~ ~~e tlee-:::!.e 

Revenue A~j~~~e~t Aeeo~: as 0: ":~e :evis:!.o~ ~~:e divieed ~1 :~e 
es~i:~~ed salez :o~ ~he six-=o~:~ ,e~iQe beb~i:; ~i~h ~he revisio: ca:e~ 
!be E~ R~~es s~ll be 4c~ed ~o ~he ~a~es o~~e~.i~e ~ e~!ee~ a:~ s~!l 
be se?4=~:ely i~~~i:ie~ ~ each :a:e s~e~ule. 

No. S - Tice ~~ ~D-~e= 0: ril~ a:~ Re14~ec Re,o=-:s: 
~~e v~ili~J s~ll ~~le A =ev~~ec ~ ~A~~ ~i~~ ~~e C~li!o~!a ?~liG 

Ct~l~~ie$ Co==~s~io~ 4~ le4S~ ~O ca)~ ~~: ~o~ :o=e ~=an 90 ~a~ ~:io= ~o 
:he Rev~sio~ D4~e. E~eh s~~ :ilin~ shAll be 4cco=~a:iee by 4 :e?Q=: 
~hie~ ~ho~s :~e ee:i~4~io~ 0: ~he :a:e ~o ~ 4??lied • 

. . 
-

.. 

.. 
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S?EC:A:. CO~~::7:0NS (Ccn'ti::.:ee!.) 
9 • Eloc::.::.e W4.'ter he4't:!.:lg :.:-

w:':e~ eleG~::'eal e~v~e.s wh!~ ,raviae 
c.e~:!.:.ee &$ ?4===faD.~11 ;.z~4l.l.e .me!. 
~~e ~r:':e±p4"l soQ:e.-o:::..he.a't-!or:::O,: 

10-. Pe~ce:,::'y :.:s-: all e<!' ~~lec-::'ies~ace-:ea::~g ~!i: ei-!:.=:t.c. is''"C1 o-! 
-=~.·!o-l:'ow~~ ?e-:-06ne:::tl-y :.:s-:a:'::'oe!. ·cc. --.2::,oe !'es:..si:ive: ·elf:::Je::.-:~ ' .... b.:ic.:. 
?:ov:;de":h.~ r-i:~:'?&:!. soC-ce 0-£' he&":. ~e&-: pu...'j)S p 0: CT' ·~===e::.':ly 
~~4l1ec. \lia":.: or S";e4.C h.a,,;~; l!S1.::z elec-::ie he4~:::.::.g dev::'-:"s: ~ . ':he 
~::.::ei?al $01;:ce- 0: ~ .. a-: .S?aee, :'ea,:.I-.g ':l4Se:~e a!-!'ciWc'ce' ':is 41)plicable 
0:.-1>' :0: ,:he ~::'oe of Oc,,:o~= --7- -:~:ou;h ~ 3:' ~ Del' -~~·e. C01J:.~Y' .s.:e 
Sove::l~e: :'. :l:rough A?=il 30 ~ All o,:~e: ~e==:,-:o!j" se=-/e<:!. ':l1 :he t;-:-.!.l~::Y. 

ll. The- oaseline al!O'J=e'e~ :0: ~y4Ce '~ec::g ~ ~e:~ !\o~e' CoU!'!,:y .... :.:.:. 
o.e: p-:c=a-:-ee :!.: Oe Oc::.obe= cd. J..::e- l:>illi::.g ,e:ioe.sbasec!. 'O~ 'the ra::.!o--: 0: 

:.!le ~t::lo.e: 0-:' c!4)"'$ p::'O: ':0 J'ce 1 e.c!. ~':.bseque::.,,: -:0 Sep~ecDei=~'O'~'- :es?ec­
":ively. :0 ,:!.e :o":a! ~u::oe: o! ci4.ys in ~~ b!U .. :.... •. ~:'!oe>· ':he':"b.sSel~e 
4l1owa:l.ee:s :0': '.ya.ce h.a,:~:,"g· i:1.411 o~he£ ie==i,:o!i~ se':Ve(!-' bY" -:!le'; i:':i!i':Y 
1.'-:.11 l:>e ?:,o':s':ee :!.=. -:he !'!a.y ·cc! ~vec~e= 'bill:::'; ~::.oes" ~a.sed. o:{:~e :.a~::'o 
0: ,:~e :U:':rI~ ~ ~4YS y=::'or ":0 ~AY :. cd. s~secrJ.C::c -:o'-Oc':obe= 3:'~ :espec-
':ively. ':0 -:~e -:0':4: ::.t=.be= o! d.4ys i:l -:he l:>illi::.g j)eriod..:· '. 

12. Th=ee ;>C5.S'! loae -.r..:,: l:>e nppliec( serv:.ce u::.cie: ,,:~i$·s~.c.u:e . ~~ 
:I';~::::'-:=:!.ly :'es'::'c:e::::ial cus-:Otle=s ~'ho Ve:e su??liee ,:~:ee phase" se:'7ic.e 0::-
.. C?~"'e-·~ s,,-,/';,ae S"'''' ... ··'e 0" J--... - ... " ~(j"'-- --" "'" ~ q_" .Wl. "IJ_ ... '" .... _e .. __ ,.,. ....... u_: ., ._1'. 

::3. S-:;"\"DA.~ :S:CA!.' Q'.;A. .... -: .. ':' .ES :OOR' &;:S:DE.'.":""..A:. 'c:S70~~: A 
reside:::::"a.l e~':OQe= who c.e=-:i!ies in ~-=::':i::.g :1::.-: :eg-.:J.c'J.Se o!: 4 ceeic&l 
l::':e .. s~~=-: eev:'ee. as ee!i:ec: belQW is esse:-:ia.l ':0 :a~:&~ ':he l::'!e 0: 

& !u:l-~·:.:ae =es~id.e:~ of- ~~e ::'ous4holc, ':h4~ 4 :~l:-':i=e :esic.e:,: Q! -:he 
:'c\:.Se:.olc!.."is a.p&::-4?'le.;~~ -~Q:'?l~g~. 0: ~.:.4e::'?lei::'e pe:so:. c.c.!o: -:~.": 
~ ~:1-~:':e :.s:'de~: 0: eh. !lousehole is 4 Qu::iple sclerosis '4:~e:~. is 
el-ib~J:>.le :0= a s~a:l.da:,d ::=c:':Zly m~c:;,c41 ~.u:.:.i:7 :!..::. 4C.C~,:::'o=. ':.Q ':~e 
$ ":=.4-.-d:' . :;cr-";~ly :l.on--:leci~e.a.l- b4$~l:'.::.e ~.l4:.::' ':7. ':'he amou:l': o! -;he 

. -~::'ou.: .. cpu:-:i":j sh.4.:1-b-e" . .sOO:-~"h-..:-
:! ':~~ c~-:OQ)e= believes ':::te ' .; ~~-s'!"'I':>O- eev:'ee u.-:. .. !tic~ a --- -r., _.. '1'--

!ull"":!.::e :es~de::: 0: ::'e c~":oQe:' S ::ot:.S~='o:'C:. c!..e~~/ ':0 s~':&i.::. 1i!'e 
:eq..:.:'=es QO:'! ::'4:. SOO ~"'b. -:-0 oye:a":e. -:::eCcs'-:oc:"e:- :4074p?:>· :0:.5. :.:.pe: 
C\~4:!~::'':y ';:.C' ':~': ?:ovieee 'i:l ~is R1.:1e:-' C~ :e.cei?-: o! :~e. 4:l?1;'c..5.':!.0=,. 
::'e ,;:ili,::t shall :l4.k. 4. de,,:e==~a":i6t:. oasee . 0::' -::'e c1eV!c..··s· ~~p!.4:e 
=A':i:!gs 4:C o;>~=a.':i:~ ~01;:S. 0: .... 1:1.4':. acei':::'o::.al ==be: o'!- 1(,,",:, ?"!: :::0:'::' ce 
:eq..:.i:'ee :0 O?e:A:e ::'e ee-r..ee. ':':.~' '~::''::'o:i: q~~~":y ?ro"/ieee :.: ,:!.is 
spec:'A! eone:::::.e::: $~4.:: ~e ~e=.,a:;ee -:0 ":::'e· :l.u:be:'- ~'.-!l ?e= mo:::-::' a::.c!. 
=ou:::d.ee :0 :.:'e ~ex,: ='::'ghe:' SOO ~~ • 

. -::::. ',;":::"1-;'-;1 =~ :equ:'.!'e" ee::-::'~:'"-::'o~ br a eoe-:o": 'o! ··:;=~~~c:'::e__ 0: 
os':·eoy&-::'y . Hee:u-ee· -:0 ?:ac,::.ee:l~"d:'e:;:e;::,:" ·:.:'e S':4-:e o!"C,,:'[!o::::i,{: -:~-: a 
:ee:'C4-1 :I..e.d e.x:.s-;s cd. ::'4': a j)4:-::'eu14: c.c"/:'ee is !l.eCessL""Y·- '-;0' -·s~-:~~ 
~he =es:.c.e::'s :'.~:e. 
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A.??!.! ca !:.!'!'"! 
Appl~~le ~o s~gle~~4Se &l~~&~i:; ~e:~ elee:=~e se=vice ~or 

-,::'aside.n::'a! ~""?OSe5- :':::u.l:i-=.m':'lyJ.iv:':; '-tci-:.s - ",a.:'c:.h :ee.:'ve, ·'elee-;=:'c 
service ':~-Q1lg.l:. ,one ce':"ro: ".s:':;l. ,'r,=:.su, as :s~e:'!!.<i uncier:'Spee:.Al 
CcnG:'~:'ons 0: :!Us Se:.eQlle..~e' :::4~es,~e:'=i.d :e:e:'.:l' ~:'.::. '0.: Ge$i~~ee 
:0: ea,~' se:"'1:'ee i:t 4ec:o::d.4:c:e:~= ':Mene:.,- U$.sctUli~~.d,'ce, elec:":' 
by tae C:.:.s:OllIe::. ':".c.. ,34Sic. :Rasic.c':i&! 'Cse -o.u.l!::.e ",!lwanee ~:'.lI'-"-"'!'J?11 
w::.l-es$-, b4Sel.':'::'~ al,:'OW'A:tcO$ 4va:';l4Q.le ~o=, elee::ie,' s;>&e$ ":he&-e:tng;" Are 

... -,: :- ,:: ;;- ~, ,'> ? 

!1C~T.-cr.."! '3!:':':~ 
The !'!o:L~!l.ly Bi1l!.ng s!tAll be ealc~14:ec! !.:l ace.o:d4:::.ce ~:~ ~e 

appliCAble ?esid~~!41 Service Schee~le SO. D. 

!'!:~:~~ C'Y..ARGt: 
':'he ~ Ol4=Z~ sl:411 ~ e&lcu.14~ee !.n toccorc!.a:ee W'i:h 2. 

appliCAole R&$i~e::'::'4l S.r';~c. ~ee-.:le ~o. D. A !l!.¢e: =~ ~y be 
=e~ui:o~ ~e: eo~~=ae: ~o eove: speeia: eo~ei~!oas. 

S?!C!~~ CO~~~O~S 

1. No =o~or !04d $:""ll exc:e~ & :0":4l of 'i :/2 :'o:s.~e= eo:::.:ec.:ed &: 
one ~i:le. 

z. All olec.~:ic space hea~e:s 14:;--: ~~ar. :.650 ~a~~s :&~e~ e&?4c:i:r 
s~&ll De eesi~ee ~ci c.o~ee~ed !or O?e=~~io::. a~ 240 vol-:s. ~e e4e: S?ACe 
he.s'C:':'g un:': ~""i::.g a :=-~.G C4?AC!.O:Y 0: ~o (:) kilow.l":':$ ~ lC'3:~= sl:.41l 
0. ':~.rmo$:A':ie411y eon::olleci ~y &u~om.s~ie ~eviees o~ 4 ":~ W'hi~ ~i!l 
cause 4 :~~ of :adio :'.::e:ie:~ce. Space he4:e:$ $e~/ __ d uneer :~ 
se:ed~l. shAll ~ 0: types ~ C:&:4c:e=is:ies 4?provee by::. C:':'li':Y. 
Z::.divieU4: hea:e::,s shal: ::.o~ exceed 4 e4~4ei~ o! !ive (S) k!low4::s. 

J. Se~/ice ~ee: ~~s se~edu:e :41 ~ !~~ishee ':0 ~~l:i,le ewe:::'.:; 
=:':$, sue:' AS .sjJ4=-=::e::.~ :'ou.ses, COU:: 6::ou,s, moo::':.!l.ooe ,Ark.:> and. 
:e14~ee elec::ic f.scili~~es :~ou~ a s~gle oe:e:. .~e:e so s;?jJ:ieci. ::e 
::U.:.::l~e:, 0: kilow.s::-:'o\!.:'S i::. ea~ blocje, o! :he :.s":e £4:'1 ~ ou::!;:>lie<!. by 
-:~. =.t.::b'!= 0: s!:.gle-!ac':':y ~e:':i:, u::.i:s 0: 4j)a:--=e::: se:'Vee. :: ~.:e:,­
m~4:~O~ o! ~~e ~~!~~~:~e=. ~~ is :~e =e$?Onsi~~:i:y Q! ~:e :us~e~ ~Q 
aevisc ~~e ~~ili~y ~i~ :5 ~ys :o::ow~, 4:1 ~g~ ~ ~~. ~·~oc= o! 
:,e$ieee~i4: ~ell~; ~i~~ &roe =ob~:e :oces ~i=ee :0: se~/!ce. 

4. ~c.lla.:.eol:.S e1ec.-:::,ie.sl loaes sue: 4$ ~:.e:.ll :!':',,:~g, 14~=:t 
:'OOtDs. g~e:,a: ::a.:"::':e:.a::.~ • ..:<i o~ho= si:l:'la.::, -..:.sag __ :'::'c::.e.::.:a.:' ':0 -:h.e OJ:l-'::'­
~::'on of ::e ~:ecise$ 4S & =U:~!-:4C::':7 4c::occ~:~on ~i!: be eo:s:.ee:ee 4$ 
Got:le5':ie ~4ge. 
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s~C!.u.. ~'D!,:,,!ONS (Con"::.:u..<!)····· __ · .. ··--:·· ,.~-. ,,-_.,. 
5--•. El.e,:::'~ ''':«:61 'for :onr!ccDes,,::'e e:l't.r,:>ris.es,s~c~:. 'as rooe:!.:l.,·, bouses, 

bo&r~g . ·hOQ.Ses~ . d.o::2:!'~Oti.es-, re5'thoazos, mi:it4:y". b4=r .. eks: s-:O:es, 
reis't.&UrC1u'," seriice st4'C;!.cm$ end si=:!.lu .. :&bl~5b.mcc.t$, ~ll be 5.1'4.:'<11::«17 
IH'ter.c· anc1 })nl~ uncle: ":!le 4pl)lie.&ole zcoiB.: se::viee' schedule.s. 

6, a4Sel~e r4tes c:e applic4ble only ~ s.'4ra~~lym.t.r.c =.si~e:­
:i41 US43c, ':'hoU::'!:::,. =&y rcq1:ire ~eCUs-:QQe= ~Q cClCp:'c:e: ce, fil.· wi~ 
i-:. &n 4?propria':e Deel4=a-=~= o! 34So1in ... Eli~:.:.i:i'~ , : ',' ,', . ." ,,' 
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9. ' ?e:=ane:t:::'y i.:ls:a:!eC' .lee:::'e:·S?4cel:te~::!..::.g £s':<!e!:.:'eG ~ 4ia:.y 0: 
':l:te ,,:!ollcx.:~g:. ?::::a::I.e:J::ly, """'':4:':ed -ceo :v::,:~, =asi.s-:ive e:_~~s" '"..:..:.~ 
?:ovid4-:!::.e ?:~ei?41 sou::,c. 0: -hoc, :~.4': ~s. 0:- 'Cy '?e::a::.c-::'y 
·"s~ll.G wa':.:: 0: steam ~.a'l:~, us:':, e!ect=ie :ea-:':':, ~.v:'e".s'"" :.l:te 
l':i:l.eij)4.l sou=,ce Qf ~ea,:. ' 'Spaee :t4t~ i>aze:i:te 4l10(.'cee :;s' a,.,?1!e4i>:'. 
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S?!C!A:. CO~'!.l!7!ONS (C=.1!:f.:l.ued.) - -' -.-- -<::- ." -- -. " 
. lO.. ._':be ))as.l:':e&l::'owan~es !or S?4c:.he&::i:lgi:l.. Pe:--Sor: •. -CoU:t-:y-·wi.!l 

be u pror4'tect i::. ':he- Oe'!o()4a:: .mci. June. oi;,::-:.:tg ~~ods- .b.u.c. on· .'!M _".,:'&'t~. O~ 
'th~ :l~r 0: d4ys ~·r·:.or 'to Ju:l.e f cc, sub~ ':0- s.?~:.z.o." =.spe~­
-:':'vely, ~ :he 'to'tAln=be.: of days :.::. t11e bl.ll!::.,g pe::'od... The b4ul:':"e 
411ow~ces for space ~e4't~ ~ d!l o't~er :ar::''tory se-~~ b7 'the C'!:'li'ty 
will be pror4'taC in 'the ~ay a:G Sov~r.~illi:g peri~ based. on 'the :4't:'O 
o! the ::l1:mber 0: dAys p=:'or - 'to !'!"'Y 1 ct! s~~'! -:0 .O~~:~ 3:' .'=~j:).~­
'tively, 'to 'th. 'to':a:' :.=Oe: o:.d.4.ys in 'the bill~ pe:ioe. 

ll. Th:'ee j)we load. will 0. supplied. ,e~"~e "J:Ce= ~!.s: sehe(i1:.1e~ !o:: 
~l't:'-!aci::'y :esie~'ti",l cU$-:omers who we::e su??lied. -:h:ee phase service on 
a ge:le:41 service sGbeciu!e._ Oll J&rJ.W1::Y l, 1971. 

12. S'!';"''D~' !'!C!CA.t- Qt:A.\:": ..... .::.S 70R ?ZS:O::"\":':A:. C:;S":'O~1S: A 
reside:::::'-4l--c:s"tome: ~~oee::"!~!:tes···:t::." w:::::~ ~'t reg'~la: u.se 0: 4 mec!.ie&l 
li:e-suppo::-:. deviee. as de:i::1ed below is e.sse::I:::""l ":0 =4::':'~A:': ~he l:,!e o! 
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4" :':-l-l-::!:IIe ::es:;den'to!"-:~e'-ho\:Sehold.:.s 4 :ml't:'j)le sc:larosis j)4'tic"!, :os 
eligib 1e !or & s"!4neud. :IO::.'t:'1y Cl<edieal que-::'."!y - .. in_ ,adei:io:., 1,1!O 't!1. 
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A.83-0S-S2, A.83-07-17 
D.S4-07-l50· 

!- ... :: .. '­
.' --

LEONARD M. GRL~S, JR .. President. VICTOR CALVO. Commissioner, 
DONALD VIAl.., Commissioner, Concurring ~ . 

We concur in today's decision granting PP&L rate relief. 
However, we cannot agree with the manner in which today's decision 
defers consideration of whether or not PP&L's rate of return should 
be adjusted to reflect our prior denial of amortization of nuclear 
abandonment losses in D.S3-1l-0l2. as modified by D.S4-05-097. 
Today's decision has left this issue of a risk precium open for 
further review pending disposition of PP&L's Petition for Writ: of 
Review with the California Supreme Cour~ and of i~s application for 
Rehearing of D.S4-05-0~7.!/ In order to prevent any misunderstanding 
in future proceedings, we wou:e like to go on record to express 
our views on the propriety of imputing risk factors into utilities' 
return on equity and, in particular, any risk factor related to 
so-called "regulatory" 'risk. 

First, we muSt recognize that D.84-05~097 completely 
changed the basis for our original denial of cost recovery as 
discussed in D.83 ... 11-0l2. 'While the rationale underlying D;S3-1l-0l2 
could have bee~ interpreted by some as introducing a caange in the 
policy basis for denial of amortization losses, and thus possibly 
incre~sing future risk factors, D.84-05-012 rendered ehat possibility 

. m~oe by rea~firming prior longstanding policies. Seen in this 
light, the denial of amortizaeion losses in D.S4~05·097 introd~ces 
no new risk factors in the future operation of PP&L. 

Second, it is our policy to fairly compensate utility 
shareholders for che risks ~e impose on utility operations and their 
ability to cam a fair rate 0: return in the futu%e. !his risk is 
incorporated in the rate of return analysis in the gen~%al rate case, 
which looks at .shareholder expe'cta~ions of the company's' 't:oeal future 
risks. In certain circ\lIllStances, involving change in existin~: 

11 It should be noted that today we separately denied PP&L's Petition 
for Rehearing of D.S4-05-097, as referred to above. 
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A.83-05-S2. A.S3-07-17 
D.84-07 ... 1S0 . 

regulatory policy, we have also given consideration to possible 
additionAl risks imposed on affectee utilities. Forexam?le, when 
we adopted a target capacity factor for SONGS 2 in D.83-09-007, 
we considered this new policy's effect on investor risk and the 
utilities' rate of return. Such consideration is appropriate when 
we look at future risks and future rate of returns. 

However. in our view, it is not appropriate for the 
Commission to adjust a utility's rate of return for so-called 
"regulAtory risk." Regulatory risk relates to the make up of a 
particular commission and the type of policies it might pursue. 

. .. . . ~ 
t'le ~ ~.explicitl:'V recoznize in the rate or ret!JrC. on ~~ •. the ... risk of 
wh~t this commission may do in arriving at poli~tes. or decisions. 
The proper consideration of risk relates to the actual policy or 
the decision itself as it may affect the risk to shareholders of 
operating the utility prospectively. Others may judge commissions 
for regulatory risk but we do not recognize such a risk f~ctor in 
determining the return on equity for a particular utility . 

In the instant case of PP&L and our decision to deny 

~mortization of nuclear abando~cnt losses in D.84-05-097, it is 
clear that we re~ied on our traditional policy of holding shareholciers 
liable for expenses unreasonably incurred. Our action did not i~ose 
a new .~.i'sk on PP&L. It was simply' a dissallowance for substandard 
pis.i. management performance. In our view it would be incongruous 
to offset such a disallowance for management's past inadequacies by 
now rewarding PP&L with a premium on its equity ret:urn. From the 
regulatory perspective such a reward would render the disallowance 
meaningless. 

/~.M;L~ 
. ~~VIAL, Commissioner 

July 18, 1984 
San Francisco, California 
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~.~3-a5-52. A.~?-a:-17 
D.8}~-C)7-150 

on:y $6.0 m~llior.. 
1'hiz d~ci:;:iOr"l adc:"'~:~.I?:;~ ':.w~ ;;.pi)l:'..c~':.ions o~ ?:l.cific PC;.J~:" ::tnt;! Light CO!:lP~'Y 

(P:1cif'io): c. .. 83-Cl5-52 • f'.: h!'~ ":::1Y 25, ':983. :!.:-: 'which P~ci~i,~ !"~Qu~st('d a general 

doi~c: th:::.. 

ade,w~t':~ 0pPo:"'':,tmLty ':.0 ~m0n~ ~)'l'?1:" ;~;:.pl-:'c;).tionz 1!'!d i:,)C!,,0~/! tncir r~ues':,z 

',m':~:" ?u lo~ B rl.nc 23 (k) o!' thl'"> C01r.'lL3Sion·.;, R!.l1..cs v~ ? "8.ctic(~ and Pr'OCcdl.l:"f!. 

~ :"i:"lc it. distur'bi~:; :M': :~'=' ':l,'!j~!"::' ",y ':.a:':~:": ::h~ 0x':.r':;>O:'r'di~a:"y sto:!p of' granti:'lg 

:l gc:':cr::ll !"at~ :ncr~8.:e :~J:J~, '.'X(y~C!d0 t.'1e '.It.~Ut:l':: !"('qucst ....,itholJt conside:-oing 

C~S0 c~,n b~ 8.ddcd :~O t.n,! :~"'p,1r"~::"': i'1c~':"~8.SC :"'equ0:t. in t.h": E~/l,~ application. 

Usi:"lc; t!"Jis Plr'et.1:':lcr.':.. ~~h-:: ~lH jo"i .... 'j c"r.~h:dcs th'1.t ?:;jci fie' s c'.lstome~ l"o.ad notic~ 
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tn8.t. ~ ~u::lJ1.at~v~ incr~030 of $:O,9<17.'J00 h:.ld CX:C~ r~qucst.~c. :'':'l~ ::l.ctu:;.l 

not 'cf'! "'01'" '-I..,., ':;'t.A~' . ,~ ... (ly'n~ k,: .. ,..,r-l .., .. 0'· ... m ....... ·: "' .... "0 d,.."""'n""t...., ......... ",,.," "he "'o"~ c ..... L. ~, ·.I~l ... 1..1,1. 6, ",: ... ., _ .. t ... .J •. , .~. '"':l\,.. ..... i ~_ ............. ,~~ "" .... folA.'...,. '_VI:; 1..1',,1:0,,", tJ ... "l. ':'; 

.'l:" .. ~ l?i't:"0m~1:1 dt~t.urb~.ns. ';"")1: ~ljo"'L':.y g~I~.:~cnt i.r::nor~;, t.h.~ f~ct ":hat. t.~c 

t?r.ti:"~ rat~ i:'lCr~~:'0 8z::or.:i~t')'~ w::,,·,r. ':r:c :::R~;I. ::-l!,;J:'Lc;:!~Lon 'tl3:: den:i.t~d. All tMt 

:.nen N~mins fol'" ':.hc COmf:l~s0i.on's ~c~jo,,: is t~~ trS,034.000 :""~~l,;.~=t of' A.83-05-
5?. Th~=e t',olO Co.::0$ ',/f~"'(! con~-~o li~;-i t0d !"O'" cO~'1c:li'":,:"Jee. ?3ci fic' S .'It tomeys 

3r.d ~c~~ly ~ll its witne~~C3 o.r~ loc~t~·j in ?o~t.l~n~. O:,,~eo~, 650 mi:e::: ~ro~ 

oU!" heBcqu8rtel"'S in Sa.n :='r~net::::eo, ~!"lC mo~':. of :hc '..:':tc~c:::tc1 parties r"e.:;id~ in 
Paci.fic ~ s C.'l!.i!'o~ni..; ~~t"·./i":!c ~.lr(':-I:' 350 :':lilr~s ':.0 t'ne nor-;~. Conzolid~t:'!'lg theze 

C1SI?S 38y">.d Clj~:::idcr.')b::',,: :·,!"'~.1V0: ~,i~~ ::t:')(! (~>xp0n:::0., :,u:; ~hOI;:-:! not Of! intccopreted 

som,=noW' to ~x?:::tr:id ~~~ ;".1~OtJ;:':. !"'·:-GI;0~~,~·1 :~n ~h~ ;;en~ral !"'ate C3.se. I!' thes~ t'..JO 

rr.a-;~~rs had nei;. b~e:") cO"l!::oli.~8:~G. • .... OI.:~:: th~ ~ajot"'~.ty ju:::ti~ !.ts action by 

:;:),y.Ln~ 1'.'1'):),7, tho:' incr0a:::~ f~ll ;;om0wh"~r~ .. r~thin ~he to~?.l r:.mol;n~ of' ::111 o!' 

gr8nt~d in ;J.ny one ::l;)plic::ttLon r<:'."J'j (>y'-:-:r~~-j ~ih3':. ~.~:"':.ic'.ll8'" r'·~que:::t :J.Z long a.~ it 

:os lc:::s th8.n thl') CUr.'llll:-tti 'I':' r0r;U,!~~,:~. f"): '"! II ;::>'~"din~ ·jPP llc;"J.tions fr"om th3.t 

utility? 

P8ci fic' s r;:. tep~y~rs h::H! ~. r~:J 0on~1 b lO '::y';.;C'<'::~;:!":,i."n ~ b",:.~d on th-=:- noti~~ 

:;:~r'l~d on th~rn, that th~ g~1'!0r8.J r'-'!';.~:> ~~s~ inc:"e:~sc · .... o:;:..d :".ot br.! mor"e than the 

$6,034 ,000 reque~t·~~d by ?aciti~, ::>rJd ':.(:,'1':. the :::~A.'"i C0C~:,~J."n Alol,;ld not. cy.c~cd 

$1~.9 m!.llio~. Accor!jl:11?: t.o t!'v~ ~jJo~i::'j"~ :-,c'~~o~ing. <:!I;.z~o~e:"s should h:lY~ 

azs:.:m~d ~hatei:!"Jer ~h~ zr;>n~:"3.1 "'~l::'~ ~:?3~ O~ ':.~e S?A...": (!',.,rarc eoul': ~ anyt.hi:'lg 

.uP ~ :t10.94i.OOO ':\S lo:"l~ as t.he eOr:'l~:;':"l0d to':.a: d::'c no':. 0XC0~ $"O,9~7.000. In 
~ vi~·.J, ~uch cor.~\;z::"on ~O':' ':.1:'10 publ i~ 8.n~ P8:"til'!$ i:"l :he case :"csulting !'rorn 

tOC-:ty's c0ci.::::ion i~ "~3.zon C':101.Jgh -:'0 oppose the :r'.J.jo""i.~y' s ::Lction. C'J.z1"..¢r.l~rs 

a:"t~ entitled :'0 no':.i.~~~. thB.to Pl"OVi':0 ~hc' C'1(!:::0r.~::\ry i~f'or'!:".ation conce~ing tho:: 

en~ouMgc pu'ol':c ;::>::trt'i.t::ip8.':.io:-: i:'l Ol~l'" ;)ro~~cdi:"l;s. 7h~ :orm:ission has 

dcv.~ lop~ :) jJl"'Og!"::il": to ;:>roy: .j... ~'i. n~!n(~ i.'ll ;·l::'.~~ bt:·):"Jc(~ ';,.,) inc: vi.c!";,'): :n~mbe!"'s of 

th0 p'"blic anc :"·:?P!,,0Sc~t:"l.t.tvr~::; ')~ (':"~:-.!"l~.':::tticn:<; ' .. inc P."tl"'':.~c:tpat'? in oUr" 

pr'oc~edi:'lgs l.:'ld who ::;'.;b~~~';'!nt~\l1.y ~on:"':'~I;':.Q ",0 t!':c COfmli;;:;ion's 
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determinations. 'vIe have ;').?,o':'nte:: 3 ?I..lolic Acviso~ ",,0 cxpl:l:'n OUr' Pf'OC~c!t.:.r'~S 

to pu~lic p::lrtic:!.;:>;:P"l ~z. ;!'lr:! y~t. ..... :1. th today' z ,'lC~ ion ~h~ 'nt:'1jori ty (!roc~s th~ 

crcdi,ility of r'lo':.~c~, the f':'!"'::;~ ~~i"Ji~~!1, ~~0? :!.:'l ;,)ubl!.c p;:;.,..tic:!.p~t::'on. Fr~ 

t~y on, i::: -::-Jf;": ;:>ublic to I..:~~~r:)::':>.:ic! ':~:t: ~ no~icc 1.:')Cic~tf~~ only th3.t 3. rat~ 

increa3C ha~ been Pr'opos~d :'1:'!d ~,h8t. ::hc ;c..mount (),:,!o ~lcmc!'lt~ o~ that. propoe.'ll 

ar~ subject to 0X;)Mz:on '".":.:I-)ou", ;'10~:.~f~ ,y consolicht'i.o:'l witI-. oth~r ocndi:'lg 

uti li ty r~C;t.lcsts.? 

At the hC8.rt of my o':>j>:~~io~ ",0 tht:' ~;=ijo"'ity's 3~tion i:1 the impo!"'to.nc~ of' 

ad~u;'ltcly informing ut'i1..i. ty cus::'vm(~!"'~ o!' .... ·~ql..!l-~$t::; xing eO!'lsidc~ by the. 

the formal minimum rl?qu"i.:"0rn·~~'.:.s :)f' ?ubHc :]r,U t ti~!'j Code 3~ct.ion 454 8.nC ?u:::'e 

24 of ':.h~ Cortmiz:::io:'l's RU'!.0~~ o!" ?l~octir::c :::1C ?!"oc('Curc. ::'u!":h~r, th~ :najC!"ity 

~dequate d0S?i~~ c~~ng~$ i~ the n~tur~ or 0~un~ of' ':.~e u~ility's r'equezt. 1 

cannot a~re(:. :'lic ;:lur'po:::e o!"' notice :$ t.o infom. :111 a~flS'c:.':!d ~y <l Pr'ojjoccd 
incre:'lz~ - Ctl:Jtorr,.;rz. 20v0rnm."nt~} r--"1ti.tif-';'" ;'1:1': O!"~iC0:"::;. :4nc ot.,,,r intcrezt(:1 

parti-::s (::;(:0 Rule 24) - o!" ~I;c .... ,l'noulit 3.'1C the "'~::0:n~nts of t!1c p!"opo::;~c 

incre.:1se. T~.at is ',;hy '';~ :"~~\.:::,,e no~ic" t.":at ':.hc u:.ility win fu~is~ a copy 

of itn ::tpplic~tion ~nc suppo"'t.ing 0)\i"l'ibi~s on .. '!"lttcn !"tXjt.:~3t and ;:hy w(: 

r'eql.li:"c a copy of ':.h~~0 Cocl.l:-:'l~n~,s ':.0 ~ ~w~~.1:-1t>1~ !'or ~ll'lic insp~tion at. the 

utili ty'::; Off'LC~0 ::-tnd ~ t tb,~ Comm i.~~;.on '~ O~!,·:C(~:-;. 

~n1t iz ':.he poir.t o~ th~~ d~':.~il~~ not~c~ r~auirem8nt i~ the Co~iseion ~~1 

go beyond the rcqu0::;t~d incr():,"i::;e ,r -=In ,')pplic1.tlop) and :let on :i.t~ms -:.h,.t havr,: 

been n'~ither incluct':)d in the utility'::. ;'\pp:;'ic;.l:io~ roo'" no':.:'ced to its 

cuztom~rs? '..lhy ',;01;lo th~ !..~;izl8.tu!",~ roqu.i:"~ the r8.tc 1nCr'ease not.ic~ to 

"state the a:::ount of ":.nl? :?1"'O?os~(! ~:i('!"'),'1e~ r--X?rcsscd i:'l both dollar and 
( ~",,,,,,{o" 

V'_ ..... " .... ,! 

whO felt th'lt ~ p~opos~.j i:')~~~8.3~ ..... 8.:; :it t~0 :GV~: of his ~~ility ~o tolera~ 

in :.H~nc~, ~1.l':. ',;ho \OlO1Jld h;)'J'" ::::;.>o~t:'r'l or :H~·:'(.'r. ~.:'l oppo~:Ltton to the 18.rg'~r, 

grant~d increa~c if h8 had o:'lly ~~Ow:i th1t the larg~!" increase waz a 

pozsibility? 

''';ithout g8tting i~to t.';(: ~ilt:"ic.1cl~~ o~ 8. d~~an~d lCg.11 ... .malysis, ! 

proc~dLlrOl: C!U~ ;:.roc~~:: ~:Li7,~~.~~ of t:. .... lr"!: [,"i(~':::: Cl.l~to~r,,,;. 

t:'v.o.rp"'''' ~"'C v !Jnl' "r,~ ":! ....... "... -::::R.:.:;" "'J~ 'r?" (-tl-. "'i'" _Wh_"'_~!-.-!. • ..!._~,-:,,~ __ ~~,,;,~~":.:::.::~-!.. . .!,,) ... ~ ..... I.J:J ? ... u..., •• 
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p8~tic:p~':.(: :.~ Ol.:r 1j,~~,~j:'1J;~. ~Ilt ~.'rlr~ cU3tom~r::; Ijid not. h::t'/(~ notice of' th~ 

pot0n~i:=' 1 ~!~l.:nt. o~ ~he ~ctl.)il:' g~n.0ra::' ~;"~8 increase. !"r.~y ',/8r'C !'lot r.otifi.-::j 

th~ ;;p.n<:-;ral "';j.tr) ~:;:;e i-lppH~.'1t iO:1. Tnce~c. I~!'ldl;!r" ':.h~ m3.jori ty' s apparent 

th00I"'Y! '=:.J:~':.O:n(~!"'s rJ~~C r:o~, b0 to:'d of ':."r:0 'l'l·IXi.:rn;r.I ~ossib'l~ ,'1l':'lo,.;mt of :-./. r"8t~ 

·~ncre;)zc. :Jinct; -:'h" 'l!;Y.)unt Qf' ::':If:·~ LrIC"'·~~t:::(; :,:,!:Jy ':'XC'?0C tJic i:LmoUl'lt o!" th~ 

T. hrlv~ ":'wo ~IJI"'thcl" obj~ctiol"l!,; ~.o th~ majo .... i':.y's opinion. I also dis~~~e 
wi th t!'l0 ~Tnjor'" 1 ~y' 3 tr'~::ttm~~nt o~ th~ cost of ~:nov";'".iJ. of t.he o\1·~I"'bur1cr. 

J. H. tlr: dizcu:::::.ion, the 

CFI.SI) (D.82-05-042. mimeo. ~.!t. pp.i1-12). 7h-:- m.:xjo!"'ity did d~cicc that the 

company's p:"'opocalz fo:'" tr0')t.~·?nt of a ''If.'!;.t com?ut~r' zyst~!':l wot.lld. be m.-'ld0 

F:Ln.'3.11y, -r join Comi::;:::i.or'\~:'" ·Ji.~ ... l in ~tr"o~S'::y ot-jr~cti:'"l~ to th~ :r4jority'~ 

d"!cision ':.0 10':j,/~ t.h~ is::;u'~ ()~ ':, :""'~.-:):~to"'y "~s\J; ~~0r'.i'):r. in ... ~~~ of retl)m open 

for ~1";~U!"O COr:J.':'li:;s!~on :,~vic'l<i. -::~I my r')r,ltr:Lor'l. it l.~-; r:o~ .~ppropdat~ for '...1$ to 

::'.lcju!::t ;"l u~,iJ.i.ty's r;l~0 o~ !"cj~I)!"'r. :'or sc-c~!1l0d "l"cgul.'lto!"y rizk." Th~ 

Commis.'3ion h:'l.:i ~orr0Ct.J.y rr! :j~c':.~d j) le.'l!"': ~rom t.he Iltj,1.i ~.i~z fo:'" !.ncr~:l~~d r:lte~ 

of return b~:~d on thi3 ~:",~)~nt ~~ th~ P~3t. 1f W0 1CO?tec r~gM13to~J ri~% 

?r0~i'.l~!;, W~ wot;ld ir"l effec~ <:o~conl). or 0\f~~ .. ("?· .... 'lr~, !Yl.d m.-'m·ecm0rl'~--;y.mr.tl~ic~ 

for i:npl""Jd'~n~, '...:t'.i..l1.",Y C01"!~~~.Or'l;' ..... :.I.l"'..(.! :Y-:: m~llifico !:Jy !"0· .... ard~ o!" h1g!'1er rat~= 

Ju::'y 18, 1981~ 
$)n :~incisco, ~d:ifcrni~ 
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28. The increase in rates and charges authorized by this 
decision is justi~ied a~d is ~easonable; the ,res~~t rates and 
cha~ges, insofar as they di~~er froe those ~~escribed by this 
decision, are !or the ~uture unjust and unreasonaole. 

29. The ~ate schedules set !orth in Appendix C of this decision 
will a~ford ??&L an opportunity to collect the additional authorized 
revenues in a just, reasonaole, ane nondiscri:inator- ~a==er. 

30. The allocation of ~eve=ues and design o~ these rates set 
/ 

~orth in Appendix E ~easonably reflect the sta~'S L?!C studY, and 
the rates substantially follow the :"ate design reco:::ended 'oy the 

./ staff, except as noted in the opinion por~on of this decision. 
31. The sta~f's calculation of the .et-to-gross :ultiplier is 

reaso:'la'ole. 
32. The expectation is that P? will be unable to earn its 

authorized return on co~on eqUit~n attrition year 1985 wi~hout an 
attrition allowance to o~~set inyeases in operating costs resulti:g 
~roc continuing high levels of ~~lation, ~e a: increase in rate 

case. / 
33. P?&L will require ~ditional revenues in attrition year 

1985 for its California jur~cictional electric 0?~ration5 i~ the 
I utility is to ea~~ its au~horizec return on coc:on equity. 

3~. ~~e joi~t Co~p~y ~d sta:f reco~enda~ion 0: the use of 
the Fall 1984 DR! :o=ec~~as an at~=itio~ ~et~oeo1o~ is reaso~a~le. 
!t is also reasonable ~ establish the a=.ount 0: the additio~al 
revenues re~red d~ri£~ the attrition year by an appropriate advice 

I 'et·e- ~.~.~~ ,~ ·~e ~~~, o~ 'ge~ .. '-" ....... .., __ '-*. {'-lao...... .... -,. 
35. !he rates acopted in this decision co:ply ~ith the 

require:ents of § 739 o~ the PU eoce a=enced by the Sher Eill. 
36. The Minority/Fe=ale ausi~ess E~te=prise pro;r~ is reasona~le • 
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XIII. M!~ORITY/FZY~E BvS!~ZSS E~TERPR!SZ ?ROGR~~ 

In D.82-12-l01, we a:~o~ced ou: intention to :evi~N 
the adequacy 0: each utili~y's ~:ority/:e~le busi~ess ente:prise 
CM/FEE) progr~~ as pa~ 0: the ge:eral rate case ~rocess. ?u=s~t 

to our order, ?P&~ has filed ee~ain in:o~ation re~ardin~ its 
YJFBE p=o~r~~. Our Reve:ue Require~e:ts Division staff bas reviewed 
??&L's fili~; and is of the opinion that it ~asically complies with 
D. 82-l2-10 1. 

., 
1"1.. F '.:I' ~ ... 

l':":~lncs o. (act 

1. By these applications ??&L requests i;:.c:easee rates for 
its California se:vice territory to yield a~;regate increase in 

operating revenues 0: $10,873,000 cased upon t~e test year 198'_ 

2. ??&L also requests authority ~ file :or a rate increase 
by advice letter for the year 1985 t~o=pensate it for any attrition 

of earnings.. /. 
3. These applications were duly notieec, a:c all interested 

parties were afforced &~ OPP70~itY to be heard on the issues 
before us. 

4. The relative use;f~thod 0: jurisdictional allocation 
s~onsored by the staff is/reasonable to use in this ~roceedi:~ :0: 
purposes of eete:~:i~~g P&L's Cali:or=ia revenue require~e~t :0: 
~he test year 1984. 

5. The a~ounts of operatin~ :eve~ues, operati:~ expenses, ~~d 
rate oase, as well as ea~~ ele=.e:t ~~e:eof, sh~~ on ~~le 2 -
S~~~ary 0: Results/o: Operations, and ~~e me~hoe usee i~ o~tainin~ 
these a~o~ts as discussed i~ the opinion, represe:t a fair and 
reason~le dete==~nation of revenue requi:e~ent :0: ?P&L's Cali:o::ia 
operations for the test year 1984. 

6.. !he ~rope: and reasonaole level of ??&L's California 
jurisdictional revenue :equi=e~e:t for the test year is $5l.1 
:tillion • 
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7. Present rates are esti:atee to produce $44.2 =illioo in 
1984. ?P&~ is e~~itled to a rate increase of $6.9 million, whi~~ 
·..rill proc.uce operatin;- revenues of SSl.l ::-.1llio::. durin~ the tes-: 
perioc.. 

8. For purposes 0: c.ete:=inin~ tes-: yea: 1984 rate of retu=: 
it is reasonable to i=.p~te the folloWin~ capital structure to ?P&L: 
56% long-te~ c.ebt; 12~ preferred stock, a:d 36% co~on e~uity. 

9. A cost of lon;-te~ debt 0: 9.86% ~~d a cost 0: preferred 
stock of 10.92~ are reasonacle for test period purposes. 

/ 

10. ~o consideration should oe given ~~the effects of the 
, d ." . +- '.:1 ....... .....t: "' .... a::>al'! oneCo nt:.c.ear pro.J ec ... s :.n l.i.ete:=.J.n;:.::.<; "" .. e cos ... 0 .. cor::r.:.oc. e<;:w. .. y 

capital to ?P&L for the test period whil~he appeals to D.84-0S-097 
are pendi:.g. / 

11. The reaso::.able cost o:Z c._. :. e~uity to ?P&L :0: the test 
period is 15.75~. 

12. A rate of return 0: 12~ 1% is fair a::.e reasonable to apply 
to ?P&L's rate base to ootain net ope=atin~ revenue :or the 1984 
test year ~d 1985 attrition ~a= • 

13. Esti~ated revenues/based on the sales forecast fo: test 
yea= 1984 ane attrition yea? 1985 are subject to si~i:ica:t 
fluctuation. -I' 

l4. Beca~e 0: thefdifficulties inherent i~ esti~tinq ~est 
year electricity sales;iand the need to protect tbe ratepayer and 
the utility from an_~cor=ect esti~te; it is reasonable ~o es~a~l~sh 
an ~~~ for elect=i~sales. 

l5. The purpose 0: tee Z~~ a~thorized ~ere is to offset the 
.t:.t: ,;: . I ,. I' . .:I ..:I ./!./! t ... e __ ects o. :.nacc\:rte est;:.:nat:.nq. t l.S not :.ntenl.i.e .... -:'0 o .. _se t ... e 

effects of the so-called billi::.; la~ w~ich occurs d\:rin~ the fi:st 
I 

~on~h tha~ a ra~e increase is effective. 
I 

16. A fac~or contrib~tin; to inaccuracy i~ estimatin; 
I 

electricity sa~es is the difficulty in quantifying the effects of 
conservation. 

17. The aeoption 0: ~~ Z~~ will ~ni=~:e any disincentive 
toward ?P&L's promotion of cost-effective conse=vation pro;:~~ • 

l8. The E~~ tariff provisions shown in Appendix Bare 
reasona:Ole. 
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California electric operations. We must also take co~izanee of 
the fact that we are toeay issUin~ a cecision for test yea: 1984, 
now hal: over. !n reco;nition of ~~at as well as the factors 
:.entioned above and all of the eVidence in this recore, we believe 
that a return on co~on equity of lS.7Sx is fair a:d reasonable. 
~~ile lS.7Sx is 25 basis points hi;her than the top of the r~~~e 
reco~~ended by our staff, we feel that the extra basis points are 
equitable in light of the delay in issuin~ this decision. To 
avoid si~la= problems in the future we di=e(~t our Zxeeutive 
Director to review our processes with th~goal of developing a 
general schedule for utilities not now~overed by our Rate Case 
Plena The Executive Director shoulcl6onsider whether these utili­
ties ought to be covered by the R~~ Case ?l~~ or, if not, What 
steps are necessary to prevent ~easonable delays in processinq 
th . 1 t a~~l~~~tiO-S • • e~r genera ra e case ~~.~ _ ~ 
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D. 7he !ssues 

the o~ce~ ::l ~hich they a~e cisc~ssee i:l this cecis~o:l. 
1-
2. 
3. 
!l.. ... ,. 
5 • 
7. 
8. 
9. 

i 0 • 
11. 
'2. 
13. 
'4. 
15. 

16. 
17. 
18. 
i 9 • 
20. 
2, . 

Jurisd~ctional allocation. 
Sales of elect~icit1 ~o~ecast. 
Electric ~eve:lue acjust:ent :echan:s:. 
?roduction expenses othe~ than coal • 
Cost of coal. 
30nneville ?o~e~ AC:inistration ~ate increas~. 
Sa 'e ~a~'o ~ , a~ (v~'~~ V~A~OJ~- ~- -.~·~S~A~ '.~~) ... .... 0.. _e we . .&r.liJ. ........ - ... .-'-..}tJf ..... 'ttl ""' .. a ... ..., .... _W" ""' ........ .", • 

Treat:ent of ca~itali:ed ~enef:ts !'o~ t~i purposes. 
~e,air allo~ance deducticn. / 
Miscellaneous tax issues. 
?lant held !'o~ !'utu~e use. 
Other ceferrec ce~its includec 7~n .ate ~ase. 
C ' ~_J~ ~~,~ ~ 3 o.s ..... ", v~ ... .., ",,0. • 
Cost of equity capital. 
E::ects of aoa:lco:lec cl;clear pr.ojeets on cost 
of e~uit1 capital. / 
Conservation progra:s. 
Long-run incre:ental costs 
Cost allocation to custo=~ classes. 
~a-e -e··~~ ~.-·r.4~ e"~-oJp" c'a •• es .~.., Iw tJ--o.. _., ••.• ~...., tJ :;rfi..... _ ww • 

Co=pa~a ti 're rates. / 
~ot1ce to the pu~lie asfto (a) the a:oun: 
of the re~uested i:lc~~se a:lC (0) eO:lsiceratior. 0: the 
effects ¢~ abancor.~c 6~cl~ar ~rojeets. 

/ 
,I 

• 
- 5 -
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4. ?!>&r.. shall ea:-:-y ove:- into t.be at t:"i tio'n yea:- 1985 any 
/. conservation funding alloNed in the test yea:- ~hieh ~e=ain3 

unex~ended at the end of 198~. 
!his order is ef~eetive today. 
Dated F~anciseo, California. 

(Utilities eo ?repare AP? a~d C) 
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.,. ..... 

~is cecision au~ho=i:es Pacific ?owe= a:d Li;h~ Comp~y 
(??&L) to i~c=ease its rates :or ele~=icity i~ its :o=the~ 
Califo::ia service areas by S6.9 ~llion for ~~e test yea: 1984 .. 
?P&L requested an a~gregate i~crease 0: S10.3 ~llion i: t~o 
separate applicatio:s, ~hich were heard ~~d cecieed o~ a consolidatee 
record. 

~he cecision proviees ?P&L ·~th a lS.i5x base retu~ on 
eq~ty. This t:a~slates to an a~t~o=i:ee rate of =etu~ of l2.11r.. 
P?&L hac requestee a l6X base retu~ o~ co~~on equity plus a ~ni~~~ 
0: 2.0% risk allowance for the effee~s of the ~uelear a~a:conments. 

,~ 

This decision leaves ope: the cete~nation 0: an allow~~ee for t~e 
/" 

=is~ e==eets 0: our cenial of =ecove~I 0: ?P&L's a~ocated share 0: 
the cost 0: the two ab~~co~ee nuclear ~enerat~~projects. 
Declsion 84-05-097, ~hich eenied =ecove=y,~ on appeal and we do 
not want to prejudge the outcome 0: tha;/6ase. Fu:ther, a second 
Application for Rehearin; is pendin~fo=e t:S. ~e ·..till want to 
consider all i~plicatio~s ~e=o=e ~i~i~~ O~ ~o~ assi~~i~~ a :isk 
factor. / 

Because of the Cif:~ultY in es~imati~g total electrie 
/. sales :0: ~~e ~es~ yea:, w.e ~ave followed ~he pa~~e~ we have 

aeoptee for othe= calif~ia electric ~~ili~ies. ~~is eecision 
/ 

establishes :0: ?P&L ~~ elect:ic :eve~~e a~jus~~e~t ~ec~a~is~ (E?~~) 
which · ..... ill ac.j ust e,!eCt:iC =a-:.es for chan~es i~ operl!tin~ :eve~ues 

/ 
::o~ unexpec~ee ,~uctuatior.s in sales. To the extent that sales 0: 
electricity are hi;he: or lowe: tha~ :o:ecastee, ??&L or its :ate­
payers will be ~ace whole. 

?P&~ is autcorizi:g to file for an att=itio~ allow~ce in 
1985 whic~ will re:lec~ the ~os~ rece~t esti~tes 0: cha~ges i~ the 
level of operating expe~ses =esu!tir.~ ::o~ in:la~ion. 

The eecision p~ts i~to e~=ect :0: ??&~ sta:.~=e b~elir.e 
(li:eli~e) allowances as require; ~y the She: 3ill which was ena~ee 
by the legislature in 1982. The oaseline rate oeeomes the first 
t~er 0: the two-tier :esice~tial :ate s~=ueture. 

-2-



• 
~ " 

A.83-0S-52, A.83-07-17 A~J/~~ 
" 

AL'!'-W'!'B 

A. ?~ocedu~al 3ackg~ou~d 

On May 25, 1983, ?P&L ~il~d A.S3-05-52, ~h~c~ ~eGuests 
Co=~ission autho~ization o~ a oene~al inc~ease in elect~ic ~ates o~ 
$6 7 03 4 ,000 basec upon the utility's est~~ate o~ test 1ea~ 1984 

~esults o~ o?e~ations. On July 8, 1983, ??&L filed A.83-07-~7, ~hic~ 
/' 

~~~"e~-e a"-~o~~~a·~on o~ a ~"~-~e~ "a-e ~~c"eas4 -0 v~e'~a~ .. .." .... '-' ~'If#~ ...,..,"' • .... 41 ........ .. • ..... "' ..... fwt ...... ~ ~ ",_ • .t;;; ... 
/' 

adcitional $4,9i3,OOO in ~e7enues oased upon the u~~ty'S p~ojection 
o~ changes in elect~icity consu:ption ~O~ t~e 12~ont~ pe~iod e=~ing 
July 31, 1984. A.83-01-11 also asks t~e Co=:~ion to autho~ize an 
O ~go'< ng ':''!) ~ V .. 0 ....... ov~ ""e ~o" ~""""'e ~ "'c",pae~/o ... .Jec~eases ~ ... ':)':)f,~'. ... ... _ •. 1'...... ,,_ .1,. ... .. .. .......... _ •• _ ~;:"' .. 1,... ___ .. -;:z: ... .., 

~ates basee upon t~e ~elationship o~ ac~al elect~icit1 sales to the 
co~~es?oncing test yea~ ~evenues aco~c in gene~al ~ate cases. 

At the p~ehea~ing con~e~~ce held on July 29, ~983, ~he 

?~esiei~g Ae:inist~ative La~ J~ (ALJ) ci~ectee t~at A.83-05-52· ace 

•

A.S3-07-17 be hea~d on a co~~o~ida:ec ~~co~d. Acco~eing to ??&~ the 
to ~,a.' "'a-e .("'c"'oCoaee ··~~c~ .. ~/ .. -4'~-1 ·s ... a ..... es .. • ... s a-ou ..... s ·0 ......... .., ....... f/J If •• ,.. ..... ~.1tf'W '-" __ ... _ ... ", .. _..,. .... ~ " ........... ." ... 

/ 

• 

$iO,873,OOO fo~ :ne test y~ar 198~ ~hen the ~~ve~~e ~!~eets o~ the 
/ 

t~o applicatio~s a~e co~~binee on a co~s~ste~~ basis. 
3. ?ublic Hea~ing5 ~ 

In early 9C:ooe~, t~o cays of ~ea~ings fo~ public ~i:~ess 
t~5ticony ~e~e he7toe!0~e ALJ Haley i~ C~e:ce~t Ci:y ane t~o cays in 
Y~eka, ~it~ an evening seSSion ~ei~g h~:c at each location. 

/ 
A~~oget~e~, ab~t ~OO ??&L ~atepaye~s a~t~ndec thes~ hea~ings, anc of 

I 

that nucbe~ over 50 ~e~socs ~ade state:ects ~= opposition to the rate 
inc~ease. :ollo~ing the ?uolic ~itness hearings, 1j cays 0: 
evicentiary hearings we~e h~:~ in Sac :~anc:sco, concluding ~!th ~ra: 
argu:ent on Dece~be~ 13, i983 ~hen the =at~er ~as ta~en uncer 
5U ........ • ~~o( 0'" s ...... o(e""- -0 .~~ ~~ ~,,--,.,. o~ b ... 01 p~"" 0'" "a"'u~"'v 6 "198" tJ .... ;J..., '*.. w ~ .,J ¥ .., W '" I.. .. .. ... _.- _ eo • .. ....... .." ... 4J •• ~ '" • ,t ... 

... - ;; -
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In aceition to the utility anc the sta!! (ooth o~ ~hoo 
int~oduced co:,lete ~e3ults o~ o~e~ations studies ana ~a~tiei~atee in 
the ~esol~:ion of all issues) ~ive othe~ inte~estec ,a~ties ente~ec 
a~~ea~ance~ ane ,a~tiei,ated in ?o~tions o~ the puolic hea~ing~: 
Cali~o~nia Fa~= 3u~eau :ece~ation <CFBF), :o~a~d utility Rate 
No:"oalization (TURN), Cong~ess:an Douglas E. Bos,ccr; 1 anc the 
Siskiyou Cattle:en's Association anc Kla:ath z{sin Hayg~o~e~s. 
C. ??&t's O~e:"ations 

ope:"ations eneo:pass th~ee cistinet ~siness seeto:"s: (1) elect:"ic 
se=e~a~~on, t~ar.s=~ssio= a:~ se~~ (2) teleeo==unieatio:s anG 

:"elated technologies; and (3)J~.~ng anc ~esou~ce cevelop:ent. or 
the th~ee , the elect:"ic util~Y secto~ is oy fa:" the la:"gest. 
??&L's elect~ic ope:"atio:ls ~~ve ove~ 650,000 custo=e~s, only aoout 
fi "Ie pe~ee:lt of who:: are Tca :ee- in Califot>nia f s tht>ee no~the~n 
borae:" counties of Del ~rter Siskiyou, and Mococ. !he other 95 

• pe:"cenc a:"e situated ~~!CahO, ~ontana, Oregon, ~ashington, and 
Wyo:ing. As an elee~ic utility, ??&L o~e~a~ez 33 hyc~o gene~ating 
sta~ions as ~ell as;l~ou~ =ajo~ stea~ ,lants. !ts ~elepho~e 
subsicia~y, ?aCi~ 7eleco:, is the tir~h la~gest non-Bell 
~eleeo==unications eo:pany in th~ coun:y, '~O'licing ee~vice in six 

/ 
no:"th~es:e~n $tates anC Alaska. :~s ~holly ownee subsicia~y, ~E?CO, 
o~~ o~ ~~~.~' I ~~sou-ce A~"~'O~~~~- a~~ ev~'oJ-a-4o- ae-1·'14-~~S ..... _ ....... .., ,. - .. ~.,,, .., .. ~ ..... ...... .., .. ~ .... ,...........,~.. ... --.",....... , 
ope~ates i coal =ines in rive state~. ??&L's consolicated co~~o~ate 

/ 

~eve:'lues lin i 982 ·..:e~e $1.:':' oillion, of ·..r~ict. Caliro~nia 
/ 

jurisd~c:~onal ~ales o~ elec~~ici~y accountea ror less than S50 
=illion. 
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in :ovi::g 
!~ D.82-i2-071, ~e cha~ged our staff with ta~ing the lead 
toward a eoneensus a~ong the states in developing a revisec 

j ...... s"',r .... ·,r o""s w.. _ ""_\.t "". ." . Accordi~g to staff testi:ony in this ~~oceedi~g, the 
staff ~as on seve~al occasions s~nce the issuance of that decision 

.( '"' --
~ep~esentatives of the othe~ coc:issions concerned with the 
~ ..... s~· c·.r o'"'a'l J .... - ~- .... ~ .... allocation. the 
various states had not reachec a final agree:ent regarcing :ethoc; 
however, at a :eeting of state representatives held July'1S, i983, 
there ~as a general concenSU$ that favore~ the :ethodology of the 
N~R'UC ~'_l ~c· ... "~c Co~" ... A" 0( ~ , I ...... of "" ,.. I 1973 . ,.. - - .. - - _ ... oca t .. on •. anua ... ;X; .... _s .• e .... _n • 

~ .. .( ... ,.. .. "ioI ........ ""'0( I, ......... ". ioI .,. ......... s appa.e .• \oo ..... a ...... e .. _n~ ... ao.ee-ent fie .• ad hoped ... or 
will not be realizee in the foreseeable future, if ever. In the 

I 
:ean~hile, we have grown increasi~roly concer~ed as to the 
a~?ropriateness of the relative-~e methOd ~e ado~ted as an inte~io 

~ zeasure in the last rate case.I/In that ~ate case, the difference in 
annual ~evenue requirecects dete~=:ned oy the coineidental peak 
allocation :ethod and the ~e~tive use :ethod was only $585,000. 
7his e:frerence has grown :01$1,210,000 in this ?~oceeding, ane the 

I 

• 

~~A~ca~~o'"'s are "~a· .. ~~. A~""A~~~ee .. .(" co~ .. .r~··e "0 ~~o··· ~- "0"'· ...... \.1... ..~. \!If ... IJ "' ..... -J \.I. ...... ",....... ",...... ..~_ ... ...." ..." v. ,.. ..." ~ .... \iI. 

~~eM ~o p~~1,;.e ·~e~e"'o~e I-~a- ~~ e''1e~ .(~c"~a~4~g ~o~".(o~ o~ ~?&. 's 
-.J .. ...... \,; ~"" .. w , "'.. • ., .. '('-' •• \if w... . . • .... "" rtJ_... ". "".... • ~.. w 

plant inves:oent and ope1a:ion co~ts will be ~elegatee to a 
... "-- "'.. •• .... ......... .. .. ",\.I. t'f_w.., ...... \w ...... ..,._. w_':: .......... , \.; ...... u.;""" ju~~sA~c-~o~a' ~o-Ma~'s/'a~A '.r'''~ a" un'''604~a~'A ~~~ac" 0" ~~~r's 

c~edit ane its cos: o~ ~oney. OU~ original pu~pose, which was to 
assure Californians wo~ld oea~ no unjustified ~a:e burden, would cot 
be :e:, and thus our allocation endeavo~s could be self de~eating. 

NARcrC oethoc wa~ not ~eflected in the sta~~'s presentation was that 
concensus ~eached at the July i5, 1983 :eeting oceu~red too late ~or 

- 8 -



AL!-W':'B 
. 

~thi~ procee~ing. Altho~gh no party sponso~ec an allocation oasec on 
the NARUC oethodology, the sketchy evidence of ~ecore shows that i~ 
would p~obably ~e~ult in an allocatlon o~ aoout 3.9 U% to Ca11~orn!a 
cocparec to 3.88% !or the coincidental ,eak =ethoe. Viewee in this 
light, pP&~rs allocation :ethoc appears to ,~oauce a conservati7e ana 
reasor-able allocation to California. However, ??&L cic not ,resent 
su~~icient evidence to cause us to abancon the relative-use ~ethod of 
allocatio~ ~O~ ,ur,oses o~ ceter:ining the ~evenue re~uire=ent in 
this p~oceee.ing. / 

At this ti:e, we are plaCing P?&tiand our sta~f on notice 
that in the utility'S next rate ease, th~shOwing of each should 

I include, in adcition to whatever ~etho~lOgy they :ay ,refer, an 
allocation study based on the concen?us ~ethoeology using the 1973 
NARUC allocation :anual as well as ao allocation based u?on the 
:"elati ve-u=:e :ethclc. / 

IV. O?E?A!~G RE1E~UES eA. Sales o~ Elect~icit7 / . 
The staff diffe:"s ~h ?P&L's elect~icity sales ~o~ecast 

wit~ ~es,ect to in~ust~ial ~les an~ spec~al sales ~o~ resale. The 
staff esti:ates test 1ea~ Y;8 t indust~ial sales at 65,500 
=egawattho~~5 (W~), or ai a level 11.3% higher than ??&L's ~i~re o~ 
57,905 X~h. This Ci!fe~~ce in sales !orecasts e~uates to a ~eve~ue 
~e~uire=ent di~ference d~ $498,000 ~or the test yea~ • 

• 

.... - ... .;..,1 ............, .t _... .. .. ~ I'~ .. .... .. At the _ca. __ gs, t_e rr&L .oae. w __ Mess ~es __ ._e~ ~_a~ nine 

=onthso! actual eX?~ienCe subse~uent to the eate on which the 
sales esti:ate was :ae.e shows the utility'S ~orecast ~or Cal!!ornia 

/ 
sales to oe within jone percent o! actual ex,e~ience, with the actual 
loads expe~ienced ~eing below those ~oreca=:. :h!s wit~ess testi!iec 
~urther that his best current esti:ate of loads would rezult in the 
utility s?onso~i~g a lower sales !o~ecast i~ afforded the oppor:unity • 
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• 

• 

• 

:he staff's h~gher esti~te of 1984 i~d~strial sales 
custocer: results in part froc its ?redictio~ of a greater econo:ic 
recovery, ~articular11 in the region's loggi~g a~d ~ooe ~roeucts 
industries, and in ~art froc tbe staff's use of a different 
forecasting cethod. 2 

:he recorc shows that ??&L's actual ex~~:~ence has been 
·~a- sa'es ·0 ~~~"~-~~a' C"s-o~e~s ~ .. ~~~~ -~~ ~~~- ~~~e ·_o~ .. -... ~ .. s o.~ ....... ... ... _ ................ -... .... ...... ~ ............ 0 ... ··- ... Z..... ......... ~ 

1983, exceecec its forecasted sales by 3~%. ~&L'S rationale for 
this developcent is that the hig~er sales w~e not a result o~ an 

/ 
upsurge in tee econocy of the area but,~teac, resulted fro: the 
reo~ening of one ~a~er mill and a hizghe than-forecasted level 
activity at a new gold cine. 

We are of the opinion tha- the ?resent and near-ter: tre~ds 
in the econocy of California give~eater support to the staff 
forecast of industrial sales tha:fto that of ??&L. :hese enco~raging 

I economic trends, plus the fact~hat the staff's forecast is cased on 
later load data than the util~Y'S forecast, convince us that we 

/ . should adopt the staff esti~te of electricity sales !or the test 
year 196-4. 

We ~ote ?P&!..'s to the ~act ~bat the cost ef~ect 
of the sta!f i~c~ease i~ ~orecast was ~ot ca~r~iea through 
to other po~tio~s of tr. staf~ case. ??&L is cor~ect in its 
asser:~on that the st~! has :aGe no parallel aGjust:ent to recognize 

- i 0 -
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establish:ent of: (j) a Wca~" on ERAM so that ??&L does not exceed .. 
its authorized rate of re~ur~; and (2) a range of revenue 
fluctuation of one to t~o ~ercent around ~hich the :ecnanisc would 
not be triggered. 

P?&L disagrees with the second of the staff's sugges~ee 
modifications to the ERAM proposal. ??&L contends that it is. 
difficult to tell ho~ the staff ~ould co:pute this ra~ge. ??&L 
bri~gs out that the staff witness testified at one point that a $2.1 

=illion ~ndercollectior. in 1982 ~oulc represent only a negative 
0.93% undercollection anc, at another poi~t that an $0.5 =~llion 
uncercoll!ction at a higher revenue ~as e~uivalent to a one percent 
undercollection. ??&t. ecphasizes that the sta!·f has spoo.sored a 

/ 
sales forecast approximately one percent greater than the utility, 

/ 
with this difference representing approxizately $500,000 in 
revenues. ?P&L reaso~s t~at, i~ the statf ERAM range proposal were 

/ 
adoptee and if actual sales ,rov~ t~e equal to t~e utility'S 

~ ~o~ecast, a su~s:an:ial reven~e lo~ wou!e occu~ w~ich coule not ~e 
correctec :h~ouSh the SEAM. ??&C arg~es that such an 
uneercollection ~ould be eucn otre li~ely tha~ any ove~collectioc 
oecause, it asserts, even it~lo~er ~orecast of California sales is 

• 

/ 
turning out to be greater ~an actual sales. ??&~'s pOSition is 
that its custo=er~ woulc e adequately p~otected ~y the 

·~a· ·he~e#o~~ t~~ a##'s a~~~-~o~a' ~~opo~a' ~ .~4gge~·~~ ~a~~a ¥ ....... , .., ....... -, .. J._ ..,.. ..... ..... -.. ...... ~ .. w _ 'ioit 1.1 __ •••• 0 .. • -o~ 

should be rejected. / 
Cong~esscac Soseo's ~e,~esenta:~ve, as ~ell as a ~u=oe~ 

of the par:iciPat16g :e:bers of the public, oppose the establis:~ent 
I 

o~ an E~AX =echa~is=. :hey contend that it would ~esu:t i~ too-
#~O~"e~- ~a·e ~~c~ea~e~ ·~a· 4. "ou~~ -et~~A. #~o~ -~e eo~·e~va·~o~· ......... '-- ... .., '" "" ., .... .,j w, ... ~. \r 4'-' 1'1 J.\.I. .. .. -.'-'''' ..... ..,..... • .. .., .. .., ....... 

ef~ort, and t~t it would shift the stoc~~olders' risk to the 
I 

ratepayer. reese issues are not u~ique to ??&~'s situation; they 
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are generic to the E~~ cor.cep~. We are 0: t:e opinion that ~y 
s~ch effects on PP&L ~ould, as they are for the rest 0: the 
Cali:o::ia electric ~tility i~d~st=Y, be mo:e tha:. offset ~y the 
adv~~tages that accrue to the ratepayer ~e stockholder alike. 

Accordingly, we will deny Con;=ess~~ Bosco's ~otion to 
dis~ss ?P&~'s Z~~ application. ~e will adop~ PP&L's proposal. 
We will ~ot adopt the staff's :eco==.eneation :0: a :~~e 0: :even~es 
as a ~ri~~erin; cevice :0: the E~~ 0: :0: the esta~lis~~~t of a 
cap as ~his ~ould ~ a departure ::o~ established E~~roeeeure. 
We ~ay, however, wish to ex~~ne the concept?: a ~p on E~v~ i~ 
so~e fu~u:e generiC p:oceedin;. 

v. O;;>=::~.:"':'=~G EX?::~SZS 

A. ?~oeuctio~ E~A~ses Exclu6i~~ Coal ~ 
~~~e is a c1::e~e~ce 0: sZ~ooo, a!te~ allocation to 

California, oetwee~ the ??&L and staff esti~ates 0: 1984 production 
expe~ses at the utility'S coal pl~ts, excluding the cost of coal • 

PP&L ~~d the staff agree 0: th~sca!ation rate to be usee to 
forecast 1~84 budgets, but they do not agree on the 1983 base fi;ure 

/ 
to ~e escalated. PP&L usedjits ae~~al 1983 ste~~ plant oud~et as 
a base figure. ~e sta=:~or- ~~e other hand, derived its 1983 base 
by escalati=~ 1982 actu~ expenses by the pe:ee~ta~e ch~~;e between 
??&~'S 1982 and 1983 b~c~ets. 

7he staff bJi:gs o~t ce~ai~ ~roble~s associated with 
/ 

PP&L's proposal to use the 1983 pl~~t ~ud~ets as the ~ase ~~o~t. 
,I 

One problem is that the 1983 ~u~;ets were ereatec. in 1982 before 
.I 

~ar.y 0: ??&~'s =ece~t cost co~t=ol ~eas~:es ~ere adopted: the:e:ore, 
the 1983 bu.c.Qe~,/ a:e <! less acct.:.:ate ir-eicator 0: ac'tt:.al 1983 
expenses than ~he utility'S 1982 :eco:dee expe=ses. h~othe: proble~ 
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:0: 1983 was ce=erred so that ?P&L co~le keep its dividenes hi;h. 
the sta=: acc~es PP&L 0: deli~:ately taki:~ a~ ~~warr~~ted risk 
which res~lted i: the deterioratio~ 0: electric pla:.t i~ oreer that 
the utility woulc ~ot have to reduce its diviee~c. 

We agree with t~e sta:: positio~ that t~e ratepayers should 
not oe cal lee upon to pay the additional COSts associated with a 

c.eciSion ·"hich ?P&L a?~ears to have taken solely for the o.er.:e:it 0: 
its stockholcers. Acco:Ci~gly, we will acopt the st~~sti~te :or 
production expe~ses (excluci~<; fuel) :or coal-f~~<;e~erati:; pl~~t. 

/" This is the o~ly portion 0: test-yea: p:oeu~o: ex~~ses (other than 
,/ 

the cost 0: coal ~~d the ju:~seictional ~Ilocation) which :e=~i~ee at 
iss~e at the ti::'te 0: su:'::'tission. / 
s. Cost 0: Coal 

PP&L and the sta:: presentee substar.tially Ci::erent 
esti~ates 0: 1984 test yea: ~l costs fo: the utility's Centralia, 
Dave :o~ston and WYOd~~~-~~-elee~ric ;eneratin<; statio~s, the 
S~~~~·c~~- ~or-·o~ o~ t' e ~·~~e~e~~e -e'~-~~~ ·0 ·~e Ce~t-al~~ -~ ••••• w-, • .., I:' w..... ~ ... _ ;. .. _ ... "~V~ •• ". W -.,... ......".'-It 

pl~t. The staff's es i~~te of coal cos~s wocld proe~ce ar. alloea~ee 
I 

test year =eve~ue =e_ui=eme~t S32~,OOO lo~er th~~ ??&L's. In 
/ 

addition, t'he st7- es,ti:r..ate of coal cOSt ·"o1.=.ld have the effect 0: 
:ed1.=.c1:; rate ~a~e ~i $65,000 th:o~<;h lowe=in; the invest=e~t i~ 
coal inventOry! . / 

/ ' 

1~"he":. ??,&L p:eparec. the showi~g it :ilec "N'i th the 
applicatio~ 

' ... /..... ; . 
1. ... ) c.e we ::n.:.nec. ~ase 

coal costs recorded d~:i~<; the last :ou: =oeths of 1982 ~e the~ 
factorin the ~ata upward usi~~ a ~ece~er 1982 DR: esc~lation :ore­

I 
cast. ~he staff usee a si::'tilar approaeh to c.ete~ne its :,ase price. 
2owever, the staff usee the ave=a~e cos~ 0= co~l eurin; all 0: 1982 
and escalate~ the eat~ usin~ a ~uly 1983 DR! forecast. 

he will acopt the utility'S esti=~te for the eost of coal. 
Durin; the hearin;s ??&L presentee testi::'tony sho~i~g the recorded 
12-::'to~th avera;e price for coal at Ce~t:alia as 0: A~gust, 1983 ~o 
be $20.06 ~e= t.o::.. Zscalat::.n; to a 1984 ::'e"/el of expe~se would 
rest:lt , ... a price for coal ve::y close to ?P&L's esti:n~te 0: $21.30 ... .. 
per ton for 198~. ''';e ""'ill also allow ~ .. ..... aec.itional $7,000 in test 
year fuel costs to reflect an allocatio~ of hi;he= :~el co~u=ption 
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~ ~elate~ to t~e g~eate~ :egawatt sales 
~e a~e adopting. 
C. ?u~cha~ed Powe~ Expenses 

In early Octooer, cU!"'ing the cou~se o! the hearing.s'/:'n these 
/ 

p~oceedings, ??&L learned of the Bonneville ?o~e~ Ad=ini~~ation 
( ~~A) ·~-e~-Io~ ·0 ~~c~ease .~~ ~a·~~ I- ~~aft~~. ~~&P ,~~ ~'~c·~.~ .. .., .... ., .. .., .... "" ...... ...,.., .... w .. ttJ _w ... _ "6""~." .w~" ...... ""._w 
powe~ effective ~ove:oe~ 1, 1983. ??&t sho~tly the~{!te~ i~t~od~eee 
Exhioi~ 20A containing Table 20A-~iC ~hich detaile{ the revenue 
req1.!i~e:en t effect of the i:::inent B? A inc~ease / ':he sta!f 

/ 
i::::eciately ::oved to st!"'ike this table on thejS!"'ouncs that it ~as 
int~oduced ~ithout notice to interested par~es and in an unti:ely 
canner without a showing of gooc cause. ~e p!"'esiding ALJ cenied the 
~otion, and at this ti~e that po!"'tion o~he staff's petition of 
Nove::ber 1~, 1983 relating to BPA is s~ll pending. 3 !n his opening 
brief, staff counsel continues to ::ai. ~ain his position in opposition 
to the inclusion of the EPA increase in the dete~=ination of ??&L's 

~ test year 198U revenue ~e~uire::ent. 
~ Table 20A-i1C of Exhioi~ 20A shows the i=?act of BPA's 

proposed increase on i98~ test 'lIar res~lts of o?erat~o~s fo~ 
Califor~ia to be $719,000. ::~ fig~re ~as ~evie~ed a~d accepted or 
the staff. Subsequent to th:J.:?&L an~ sta!f ?~ese:tations on this 
issue, the Fede~al Ene~gy Reoulatory Co::!ssion (FERC) sus?e~dec t:e 
po~tio~ o! the 3?~ :~crease!,relating to ~heeli~g expenses. In 
recognition of this suspe~sion, ??&L a~c t:e staf~ ~e=oved tbe 

I 
trans::isslon portion o! t~e E?A increase ~ro= Exhioit 53, the joint 
utilitY' sta!!' exhibit ·.::dch co::pa!"'es tb.ei~ respective esti=a~ed 

I 
I 
/ 
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~1. 'the total coast~uc~ion cost of the ,lant 
to P?&L was $181,023,000, including 
$3~,758,OOO of ove~heacs ~hich ?P&L had 
?~eviously eeeuctec ~o~ tax ?u~?oses 
leaving a tax oasis cost o! 
$146,26;,000. The selling p~ice to 
Amoco ~as the tax oasis cost o~ 
$i46,265,000 de~ived above. 

"2. A::oco ::ade a downpay:lent of $43,86,9,09 4 

and will pay the balance of $'0~{395,966 
to P?&L ove~ 30 years at an

7
anrrUal 

interest ~ate o~ 17%. 
"3. ?P&L's lease pay:ents to AQOco a~e 

exactly e~ual to AcOcO's~oan pay:ent to 
??&t.. !!l effect, afte~ /",he pay:ent of 
$43,869,094 the~e are ~~ further cash 
transactions between ??&L and A::oco." 

/ 
7he staf~ views the e~f~e t of this transaction si~ply as a 

~eduction of ?P&L's $iS1 :illion .nvest::ent in the t~ans::1ssion line 
by $44 :illion, leaving ~n act~ 1 invest::ent of $137 ::il110n.1n the 
trans::ission line. !t is the jStaff'S position that only this $137 

.=illion re:ainder should oe ~clucec in rate base. Further, the 

staff arrives at a net Plantlinvest::ent, on a tax oaSiS, o! $102 
:::illion '($146 :111ion less hhe $35 =illion 1're"/iously deducted) ana 
i:putes nor:alized tax ce~eciation ~or ~ate=aki~g ~sing ~his $102 
~illion tax oasis. J 

':)?~~ .. o ... pse ..... s "5 cace a'" ,II" .: .. \o,a"" co ..... 4 ..... p '"' "0 ... ~ .. a4 ......... e • ~~ •• - ~w _~ ~ ~ ___ ~ ~ ~ ~w_~~_~ ~ ._~ _~ ~_ 

• 

t"ela tee. tax bene!"i ts. t?&r.. pOints ou~ that this position is 
consis~ent wi:h both~s anc ~he starr's ~~eat=en~ or the sa~e ha~bo. 

/ 
I 
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lease which the Com=is~ion adoptee in D.83-03-0S9 in the utility's 
last gene~al ~ate case. ?P&L contenes that the staf~, in eepa~ting 
f~o= the p~eviously adopted t~eat=ent, is taki~g two mutually 
inconsistent positions; (1) the sta~~ ~ecognizes that the tax 
oene~its we~e sold oy ~educing ~ate base by the $43 million cash 
pa~ent ~eceived ~~om Amoco; and (2) it then ~eve~ses its field and 
imputes some of the tax benefits that were sold to ~urthe~-reduce the 
utility'S ~evenue ~equire=ent. 

We ag~ee with ??&L's assertion that th!~ t~eat=ent ~double 
/ 

counts~. Staff's position is self-cont~adicto~y; its pa~ts a~e 
=utually oppcsed. The staff cannot both ~ed~e ~ate ~ase by the 
p~oceeds f~om the sale of the tax benetit~nd then continue to apply 

/ 
the tax benefits to fu~the~ ~educe the ~venUe ~equi~ement. :or 
adopted test yea~ purposes, we will ~~uce ?P&L's ~ate base by the 
$44 million pay:ent ~eceived by Amo~ howeve~, we will determine 

/ 
income taxes for ~ate fixing purposes without imputing any tax 

/ 
oene~its associated with the in~st=ent tax c~ee!ts ane income tax 
depreciation which we~e sold ~ Amoco in conside~ation of the $44 
million pay:ent. In this =a~ne~, the ~atepaying public will ~eceive 

I 
the full benefit of the p~9Ceeds of the safe ha~bo~ lease. 
E. !~eat:ent of Capitaliied Benefits 

and 7axes fo~ Tax ?u~~oses 
!he stat! ~e~ces i~s esti~ate ot test year i98~ tax 

expenses by deducting~e~~ai~ ~=plo:ee oenefits a~d taxes oth~~ tha~ 
incoce which ??&L elects to cha~ge to const~uction and ca~italize 
~athe~ than ta~e t~~ option ~~ovided by la~ of expensing those 
costs. !he staf~;lassu:es thc~t ??&L has expensed these ite:z ~o~ tax 
pu~poses. !n its b~ie!, the sta~~ stipulates to the utility'S 
t~eat:ent o! l~e insu~ance expenses, thus ~e:oving e:ployee benetits 

I 
f~o~ th~s issue . 
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~ staff di~ not ~ecognize state ~~te~~ed taxes for raterixin; pur,ose~. 
~hus ~educing the ~est yea~ ~even~e ~equi~e=ent by S6t,OOO. the 
sta~~ ~osi~ion agrees with our stated policies on the iszue; 
tne~e~o~e, we will aeo?t the sta~! t~eat:ent on this issue. 

As to the third of these =iscella~eous tax i~sues, the 
staff witcess testi~ie~ that the tax benefits o~ 1981 an~ prior 
invest::ent tax c~edits have been !'lo';.l'ee through. HO';.l'eve:-, in O!:-24, 
',;e aeo~ted nOr':ali::a tion o~ :::C generated. i:l 198 i and therea!-t-e"r in 
order to preserve the ~~quire=ents of ER!A. Pacific ha~~OgniZed 
this nOr':alization treat:ent by a:ortizing 1981 !!C ~~r a 30-year 
pe:-iod, whereas the staff has exclucec fro: its s~~~ing the 
unauthorized ~ala~ee of 1981. the utility's ~~ment. ~hich ~e are 

ado~ting for test year purpose~, reduces revenue require:ent by 
$218,000; however, it protects the tax 
by ER'l'A. 

v:. 

to Pacific 

Plant ~eld for :utur'e Ose ;t~ 
??&L's rate base est~ate includes a relative use 

allocation a:ount of $i8i,OOo~or plant held. ~o~ fut~~e ~se (?EFU). 
~he 5~a~~ ha~ acj~s~ed p~o~ward by S163.000 to exclude ~rom rate 

base seven ?ro?e~ties th~ ~il! ~ot ~e placed in se~v~ee oe:o~~ 
1994. :hese ?~O~er~ie%.~cluce the s?eci~ic ~ut~~e sites of tbree 
~~~e~a~~~~ ~,~~~s o~ e1·-s-a~io~ a~M .~~ ~~~~-s 0' ··ay '0" .~MpA 0"'·· • ... ... -~ iJ.......... t .~ ................ •• ..1,. ....... . ... !) ..... - .. -.. "'. ... ........ 

transm~s.ion liee'~he .ta~f takes the ~o5it~on that the seven 
prope~t~es ehoule ~ot ~e ~nclueed. i~ ?F.FU :o~ rate base ,u~?ose~ 

/ 
unless the utilijY ~ae ee~inite plans to develop thee ~it~i!'l ~he ~ext 

10 years. 1. ... 
??&~;s witness ad~itted on c~oss-exa~ination tbat the 

company ha~ no plans to develop any of these sites within the next 
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be conzieered as plant held for ~uture use in ~ate base unless the 
cocpany 
decaee. 
utility 

has specific plans to develop the ~ro~erty within ~he next 
??&L's ~osit1on is apparently that any pro~erty o'Jnee by the 

which oay ever becooe use~ul shoule be included in ~ate 
base. :n ou~ opinion the sta~f ~e~oc:endation is reasonable and is 
conzistent with recent Cooci~sion policy. Accordingly, we ~ill adopt 
the sta~~ exclusion o~ ?HFU. 
B. Other De~e~~ee Debits 

Includee in Rate Base 
??&L has inclueed in rate base $575,000 ~epresenting the 

/ 

allocatee costs of certain iteos which the ut~~ity asserts are now 
p~oviding service or are pa~t o~ past costs~ncurred to provide 

/ 
service. ~hese ite:s include co:pute~ i:steo expenses and the cost 
o~ overburden ~e:oval at Centralia co~ cine. :he sta~~ has re:oved 
Ssu9,OOO, or practically all of thesefcosts, ~ro: rate base. The 

/ 
staff has, howeve~, inclueee $38,000 in acortization expenses to 

/ 
• reflect the a:ortization over a ~ur-year perioe o~ Cali~ornia's 

allocatee portion of $3.5 :ill,o: in co:puter systec costs. 

• 

On a syste: basiS, P?&L has incurree $i1.3 :illioo in costs 
/ 

aSSOCiated with re:oving oV~bureen (topsoil, rocks ane vegetation 
overlying tbe coal seacs) ~t its Cent~alia =i~e. ~hese costs are 

I 
ex~ensed over the period du~ing which the coal is ou~nee. 1t is the 
staf~ ~osi:ion that the~ una=o~t~zee costz should not be include~ in 
rate base. ??&L has c~italized these ex?enses in o~de~ to ~ecove~ 

I 
its ca~rying costs; the sta~~ treat:ent, on the othe~ han~, gives no 

I 
recogni:ior. to the heavy costs which ??&~ has sustained in the 

! 

~evelopcent of the coal oine • 
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1'",.c-rlA.,t ~ 
We will adopt the i~t~eat=ent o~ the coc~uter systec 

expenses. We have, howeve~, re-exa:inec the ove~bu~den issue, ana 
is our opinion that the ratepaye~s are the ulti:ate and obvious 
oeeeficiaries o~ the oree~ly ane econo:ic recoval of the over~ureen 
at Cent~ailia cine. Equity requires that we ~eco;ni=e the large 
invest:eot ??&L has :ade in preparing its coal cine to be 
advantageously exploited in oreer to provide coal to the ratepaye~r ,.,.' 

... -., 

ecoaooically. Accordingly, ~e will allow the allocatee cos~! the 
removal of Centralia overburden to be inclueec in test ye . 198~ rate 
base. 
C. Colstrio Unit Number 3 

Exhibit 20A was introducee 
Table 20A-11C of that exhibit presents test ~ar 1984 e!!eets of a 

/ 
~ove=ber 1, 1983 rate increase by the 3?A~ne ~able 20A-"D shows 
the effects of the inclusion of Colstri~enerating Station Unit 3 
and related trans=i~sion plant (Colst~p 3) in ~ate base. Star~ 

~ counsel cade an o~al =otioo to stri~ Tables 20A-11C and 20A-11D 
toget~er with relate4 oral testio ny and to licit the further hearing 
set for 'December 12, 1983 to is ues other than consideration, of the 
Colstrip 3 in this rate 
motion, and on Novembe~ 1~, ta~f counsel ~ilec a ?etitio~ ~eques~ing 

l:. that the Com:ission ove~r~e the ALJ. 

, 
( 

4 ?~evio~sly, on Octobe~ 20, 1983, staf~ counsel ~ilec a ?etition 
urging the Coc:ission to overt:':~:l a ~t!ling of the ?resieing ALJ Athic!:: 
denied sta!'t counsel's :otion to st~ike ??&L's Exhibit 9 ana Exhibit 
10. We h2ve considered sta!'!' counsel's Octobe~ 20 petition, which 

•
has not heretofore been ~uled u?on, and we conclude that it shoule be 
denied. 
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VII. RA~E OF RETURN 

Rate of Return 
Next to juriseictional allocation, tbe issue of rate o~ 

return is the element of the esti~atee ~984 results of operations 
involving tee largest revenue require:ent eifference ~et~ee~ the 
utility and staff showings, i.e., $811,000 on an allocatee tes~~~ 
basis. Taole 1 is a compa~ison of the cost of capital esti~es Of 
PP&t and the sta~f together ~ith the figures we are aeo .ng for 
purposes of deter~ining authorized rate of return f 

1984. ~ 
As Table 1 shows, the t~o parties i~utec the sa:e capiial 

structu~e in the1~ deter:ination Of rate ~eturn, i.e., 52% long­
ter: debt, 12% ~referred stock and 36% 00==00 equity. :n our opinion 
this capital structure is reasonable ~r this utility, and we ~ill 
adopt it for purposes of 1984 test 

/ 

• 
- 28 -
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Component 
PP&L 
---Cong-Term Deb~ 

Preferred S~ock 
Coomon Equity 

Total 
Staff 

Long-Term Debt 
Prefet'"!'"ee Stock 
Common Equit.y 

':otal 
kdocted 

Long-Te!'"m Debt 
Prefet'"!'"ed St.ock 
Common Equit.y 

Total 

• 

TABLE 1 

Pacific ?owe!'" & Light Company 
Cost o~ Capit.al 

>' 
,1 

Test Yea!'" 1981.1. 

Capital Ratio 

52.00% 
12.00 
36.00 

100.00% 

52.00% 
, 2.00 
36.00 

100.00% 

52.00% 
12.0 
36·10 

100(00% 

- 29 -

Cost -
10.25% 
10.99 
i6.00 

9.86% 
10.92 

5.00-15.50 

9.86% 
10.92 
15.75 

5.33% 
1.32 
5.76 

Cost 

12.l.I.1% 

5.13% 
1.31 

5.l.I.O-S.S8 
'1.8~-'2.02% 

5.13% 
1. 31 
5.67 

l2.1l% 
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B. Abandoned Nuclear Generating P~ojects ' 
On Nove=be~ 15, 1983, the ALJ is~ue~ a w~itt ~ ~uling taking 

official notice of D.83-1i-01Z, which the CO:miSSio~sue~ on 
Nove~be~ 2, 1983 in A.82-07-8Z. In that apPlica:~ PP&L ~e~ueste~ 

/ authority to inc~ease its Caliro~nia ~ates to reeove~ its invest~ent 
in two abandone~ nuclea~ gene~ating The two projectz a~e 
tne Pebble Sp~ings Nuclear P~oject, in whic~ ?P&L held a 29.~% 
inte~est, and the Washington Public ?owe~ upply Syste: ~uclear ?lant 
No.5, in which PP&L held a 10% interest 

0.83-11-012 ordered as fo110 
"1. ??&L's request to a:ort ze the costs or the 

abandoned Pebble Sprir sand WN?-5 projects 
is denied. 

"2. ~he issue of risk t sha~eholeers 
associated with th denial of amortization 
of abancon:ent 10 ses shall be consider~d 
in deter:ining t.e reasonable rate of 
return in P?&~' gene~al rate case 
proceeding. 

"3. The rate:akin treat:en: to be accorded :he 
gain ~esul~i~ fro: the debt/equity 
eXChange sha 1 be considered in ??&L's next 
general rat case proceeding." 

The ALJ's rUlz,g enlarged scope of the hearing schedule~ for 
Dece:ber 12, 1983 in thrs proce~eing to inclu~e the perti:ent issces 
a~ising rroc D.83-"-~2. A~ the Dececber 12 hearing, parties so 
~esiring we~e affo~c~ the o?por~unity to present ?repare~ testi~ony 
and/or exhibits az w~ll as to concuct cross-exa:i:ation relating to 

/ 
these additional ~~ue$' 

I 
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On ~ove~ber 30, 1983, PP&L filed an application for 
rehearin~ 0: D.83-11-012. On May 16, 1984, we issued D.84-05-097 
in the ~atter of the a~plication for rehea:ing. D.B4-0S-097 =ace 

suQstantial modifieatio~ to D.83-11-012. ?P&L has filec an 
application for Rehearin~ of D.84-05-097 as well as a Petition for 

Writ of Revi~N (S.F. 24741) with the california Su~:eme Cou:t. 
aeca~e these proceedin~s are pendin; we will not decide the issues 

which arose in ~.e3-11-02 at this ti~e ~~t will hold the~ open for 
further review when the ~asic ab~don=erit ~uestion is settled. 

On Jur-e 1, 1984, the CO~~{ion staff petitioned the 
Co~~ssion to set aside and :eope~~this proceeding ~eeause 0: the 

issuance of D.S4-0S-102. We re9a;d the aetion of reopenin~ the 
proceeding as ~~necessary, ~clwe Will deny staff's petition. 

/ 
VIII. CON'SERV;"T!ON ?ROGBAt"''s 

PP&L regards it~lf as a leader in the conservation area, 

in which it has oeen actl.ve for over six v ... ears. The utility ~lieves, 
I • 

and the staff agrees, that it would not ~e beneficial to its rate-

payers either to te~nate all of its conservation pro~r~~ or to 
drop ~~y pa:ticular ;trogr~~. PP&L and the staff eoncur, however, 
that conservation ~ogr~~ sho~d be s~ject to co~ti:uin~ evaluation 
as to whi~~ are ~~t eost effective. They also a~ree, that With the 

~odificatio=s pr~osed in this rate case, the existi~; pr~:a-~ should 
oe conti:luec. t'hr,oug'h 1985. 'they :Oelieve that, ~iven the staff's 

I 
proposal for flexi~ility in :undin~ the present pro~rar$, PP&t will 

I 

be af=ordec the opport~ity to pro~ote the most cost effective pro~ra=s 
even before ~~y ~ajo: revisions that may become effective after 1985. 

D...::i:.<; the next two years our s't.a:: • .... :..11 ::'.ake revie· .... s a,..,.d. 

reco=~e~e which pro~r~~ should oe te~natee or conti~uee =eyond 

that eate. as well as which proqr~~ should be added. In this p:o­

ceedin;, the staff has =eco~e~ded ~odifyin; several prog=a-~ a:d 

aedin~ new proqra~ which are currently authorizee for other 
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In addition, we see no reason why the lonq run incremental cost 
used to allocate revenue requirements should not also be uti11zeo 
in evaluating the cost-effectiveness of conservation proqrams that 
produce long-run energy savinQs. Parties are directed to present 
both sets of cost-effectiveness analysis in PP&L's next qeneral 
rate case--one based on the short-run avoided cost methodology 
adopted in Decision 83-11-047 an6 one oased on the lon9-run 
incremental cost methodoloqy adopted for allocation purposes in 
this proceeding. 

The total conservation budget recommended by the staff 
is $699,000 as compared to PP&L's initial request of $644,000. The 
main reasons for "the staff recommending a higher.·· fiqllre are so that 
PP&L can: (1) create a direct weatherizatio~ro;ram, (2) offer 
rebates to encourage customers to purchase~ner9Y efficient 
refigerators, and (3) participate in th/"one warm room" pr09ram. 
The staff also believes that all mon~ allocated to home energy 
audits (SEA) not resulting in eust~r participation in one of 
PP&L's incentive programs ShOUld;l~ charged to the SEA prOQrams. 
The staff recommends that in the future all SEAS be accounted for 
separately and that the utili~ should note those SEAs which 
resulted in customers partic{patinQ in other conservation proqrams. 

The staff recomm/nds that PP&L be required to furnish 
! 

this Commission with brie'f quarterly reports illustrating the 
utility'S expenses, accomplishments and expected annual energy 
savinq attributed to each conservation program. It also recommends 
that PP&L continue its monitorin9 of energy savinqs usinq meter 
read data and be permitted rruanagement discretion. to transfer up to 
$200,000 to more effective pr09rams after consultation with the 
staff. Such a reallocation of funds may be necessary if the direct 
weatherization program, the rebate program, the efficient refiqerator 
rebate proqram or the "one warm room" prQ9'ram have more demand than 
expected • 
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We will expec~ PP&L and our staff to work closely duri~g 
1984 to e==eet the policy we have outli~ee above. A:y problems 
with the pr09ram should be bro~ght to our atte~tion i~~ediately 
through the advice letter filinq procedure for our review ~~e 
resolution. 

Consistent with our "stay t:"le cou:se" policy adopted for 
SDG&E and PG&E, we -rill :loot adopt staff's :ecor.:neneation, to initiate 

/ 

a rebate pro~ram for ener;y effieie~t re:i;erators ~e~ortable " .. /' 

heaters :0: a II one warm room" pro;-:a::t. In Oecisi.o~ 83-12-065, the 
/' 

Co~~ssion dete==ined that these pro~:a-~ we:e/not cost-effective • 
. / 

Further, the refi;erator rebate program is ~ot particularly acces-
,/ 

sible to low inco::te ratepayers. Eoweve~:,/·pP&L can produce written 
/ 

info~ation on ways to reduce heatin~osts by 
room", ::o:n its re.;;ular conse:vation education 

/ 

the use of "one ·1Ia...~ 

bud<;e~_ 

In orde: to enable q:eater participation of low-ineo:e 
/ 

families to the weatherization/p:og:a:'n, and reduce ad.:':tinistrative 
costs, we will autho:ize th~re~ weatherization pro;=~~ 
:ecom.",:\ended :Oy staff. It i's expected that PP&!. 'lIill identify and 
weatherize a~ leas~ 50 lot ineo~e ho~es in its service ~errito~ll 

/ 
with costs at or below;SSOO per home. ?P&L is eirected to keep 
accurate reco:ds on josts ane ener~ savin~s :0: revi~1I ~y this 
Corn=~ssion in ?P&L's next ;eneral rate case. 

Our ado~ed expenses for ??&Lts conservation pro;r~~ :0: 
the test year wil~ be $679,000. This a-~~~t specifieally excluCes 

I 

any funding for /the one ·..rar:n room a..~e. the enerqy-effieie::.t 
/ 

refigerator proq:a=s. We '11111 also authorize ?P&L to transfer up 
to $100,000 :or ~ore effective pro~r~~3 following written notifica­
tion of and aq:ee~ent by the Zxecutive Director. We also place 
PP&L on notice ~~at we will ;ive consideration to car:ying over to 
the next general rate ease the effects of ~y ur~pe::.t conse~Jation 
funds wr~ch were allowed for rate fixi~<; pu~oses. We 'lIill direct 
the utility to submit the quarterly conservation reports :eeo==eneed 
by the staff • 
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IX. ADOPtED RESUt~S OF O?~RA!IONS 

Although othe~ pa~ties pa~ticipated in some aspects ot the 
~esults of ope~ations po~tion of this ?~oceed1ng, only ??&L/and the 

/ staff presented complete ~esults of op~~ations esti~at~ upon which to 
deter~ine the ~evenue requi~e=ent of the utility fO~he test year 

/ 

1984. Table 2 shows the co~pa~ative esti=ateS~?&t and the staff 
at present ~ates, as finally presented in the~ joint late-filed 
Exhibit 53. Also shown for the test year onl!able 2 a~e the adoptee 
~esults of operations at authorized rates~ 

/ 
The adopted results reflect o~ deter:ination of the 

individual issues as discussed in t~reeeding ~or~ions o~ this 
cecision. :he adopted ~esults refl.ct the figu~es shown in Exhi~it 53 
with one exception, p~oduction ex~nses. Our adopted results, as we 
indicated in the ea~lie~ discus~on, include the test yea~ effects of 
the recent BPA ~ate increase ~ $719,000, rathe~ than at $483,000 as 

.~eflected by ??&L and the st~! in thei~ coopa~ative eXhibit. 

I 

I 
! 

• 
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TABLE 2 
Succary of Results of Operations 

Comparison Test Year j98~ 
California Juriscictional 
(!~ousanes of Dolla~~) 

Operating Revenues 
Gen. Business Sales 
Special Sal~s 
Other Oper. Re·,. 

Total Opera Rev. 
Operating Ex?enses 

?roc1uction 
Transmission 
Distribution 
Custome~ Accounts 
Custocer Serv.« Info. 
Ad::in. « General 

Subtotal 
Depr .. & Amort. 
Taxes. Other 

Than Income 
State Income Tax 
N~t Fee. Inc. Tax 
Deferrea State Tax 

pp&L -
$ 39,088 

4,449 
421 

43,958 

15,58, 
, ,586 
2,344 

918 
589 

3.39'3 
24 ,41 

4~¥3 
1065 

/ 

537 
2,695 

1.+0 
Subtotal Tax 
Total Ope~. 

I 
I 

Ex?_ ;' 
5,337 

34,39i 
9,561 Net Revenue 

Rat.e Sase 
Rate of Return 

I 
I 

I 

/ 
I 

1_-

J 
I 

( 

, $ 

$114,976 
8.32% 

?resent Rates 
Staff Acopte 

/ 
$ 39'590~+ ,590 

1.1,159 4,159 
421 421 ----

44,17 44,110 

1~ l4.682 
1,495 , ,728 
2,34~ 2,344 

918 918 
S89 569 

3,39~ 3.393 
23,206 23,694 

4,1.+66 

2,016 
335 

3,497 

5.848 
33,520 

$ , 0,650 

$'11 ,00 i 
9.59% 

4,459 

2,016 
60S 

3,304 

5,928 

34,081 
$ lO, 089 

$110,960 

9.09% 

• 
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$ 46,535 
l:.,159 

421 

51,115 

l4,682 
1,728 
2,344 

978 
569 

3.393 
23,694 
4,~S9 

2,102 
1,267 
6,l56 

9,525 

37,678 
$ 13,437 
$110,960 

12.ll% 
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x. il.TTR:T!ON 

A joint ex..~ibit was filed by t~e eO::lpa..~y a:ld staff in / 
which they agreed ~o use the ~all, 1984 ~R! forecas~ for escalati~ 
of labor and non-labor e~nses as a ::\ethodology for deter:nin1 /" 
1985 attrition. We adopt ~~is =etnoeology ~d those faeto~ 
be applied to the adopted 1984 expenses. We also adopt 
reeom.-nendation t.""lat the 1984 expenses should first· shown i::. ::'983 

dollars a.."'ld escalated for both 1984 a.."'lc. 1985. 7'!'hi~Ould correct 
for any errors in 1984 escalation factors. 

The cornp~"'lY, in its brief, stipulated to all of staff'S 
.. 1" h' '1..' 1 ~ .c' / . 1 't' ~ attr~t~on ca cu.at~ons w.~c_. ~nc u~e no _~ "'lc~a attr~ ~on an~ 

$459,000 to cover additional capital ~e will aeopt staff's 
position. 

?P&L is inst~~cted to letter on or before 
October 15, 1984, settin~ forth th_ additional revenue're~ui=e~ent 
as a result 0: its increased e~e?ses ~d capital costs. Any 
~ • .t:.t:. . / ~ . 'I.. ' .:r.:r .:r 
~~~~erences ~n revenues assoc~~ec w~t •• ~ncrease~ or ~ecrease~ 
sales in 1985 will be recove=~ throu;h the ~Rh~ procedure we 
establish tocay. ~e will a~o consider actual wa~e i::.creases due 
to labor contracts ne;otia~e prior to the filing 0: the advice 
le't.ter. 

f 

/ 
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The ztaf:'~ nominal di~count rate of 15% i~ oa~ed on a eo=t 
of cocoon equity ~hich is higher than that reco~ended by anj other 
pa~ty to the proceeeing. 
that the i5% nocinal cost 

Eoweve~, the staff explicitly/~ointed out 
of capita: should be cons~~ed a lower 

/ 
bound for proper nom1~al discount rate to be use~n this proceeding. 

On balance, we believe that the staf~~R!C study cevelop3 
and uses a COre realistic carrying charge th~~ PP&t. !t is our 

/ 
opinion, therefore, that for rate spread purposes the staff's 
discount rate would result in electriCity, use~'s paying closer to the 
sa:e amount in ~eal a given facility is in 
use. 

Another significant diffe~nce betwee~ the two LR!C studies 
relates to P?&L's providing a 15$ ;reserve :argin by adding a gas 
turbice, whereas the star: did not allow :or such an addition. We 
agree with the staff~s POSitioc!on this point which is stated in 

/ Exhibit 40, as follows: 
"?P&L addee a 1S~ r~serve :arg!n to the long-

run incre:ental upit cost where staff did 
not. The 15% re~erve cargin was not used , 
because the cocbustio~ turoine is usee to 
dete~=ine the de=a~c coc~o~ent o~ a coal 
plant. Sincejthere was no ~ese~ve ca~gi~ 
usee in the calculation o! the coal plant, 
~-a" 'e't t·~a- -~Js uao ~~cons~s·e~. n ~~ ••• _ ~ ~ ~w_ ~ ~.~ • ~ .~. ,. 

B. Allocation to Custo=e~ Classes 
I 

Both P?&L/ane the sta:~ calculate :arginal custo=e~ costs 
ro~ each class of oustomer. !he staf~, however, in usi~g its study 

I 

I in preparing tbei~ LR!C stUdies, for spreaeing the reve~ue 
requirement aconi the custocer classes, ignores :arginal custoce~ 
costs and recognizes only carginal energy and de:and as appropriate 
cost ele~ents ~or their purposes. ??&L takes exception to this 
treatment, a~guing that custo:er costs we~e actually incurree by the 
utility in providing service, and that they variec by custooer 
class. ??&L argues that the icpact of ignoring customer costs in the 
rate spread p~ocess results in u~fairl1 re:oving a bona fiee revenue 

~~eqUi~e=ent burcen from so:e customer classes ane plaCing it on 
others. 

- 44 -



• 
A.83-05-52, A.83-07-17 ALJ/rr ALT-W!B 

~he staff rationale tor excluci~g custo:er costs ~roQ the 
rate spread ceter=i~ation is that custo:er costs CO not vary ~ith the 
de:ancs customers place on the syste: (at dif~erent ti:e-of-use 
~eriods) and are therefore i~appropriate to inelu~e ~or this 
purpose. :his starr view coincides ~ith the treat:ent we have 

£ adopted in electric rate cases wi~h some degr~f consistency OVer 
the past several years. ~~ile the evidence ~.ows that in P?&L's case 
these custo~er costs ~hen expressed on a pe~-custo=er ~asis vary ~y 
customer load classes, this ~oes not :ea. that such costs are load 
relateQ. To conclude that these costs ~ere load related, it would 
have to be sho~n that cost per ~~ va~_ed syste:atically across the 
load classes. Further:ore, any su~ kW cost variation should be 
assigned to variable distribution~ather than to customer eosts in a 
properly conducted incre:ental ~st stucy_ 

/ 
On each or the poin~ of :ajor ditference bet~een the 

~tility and the staft LR!C s~dies, the ~eight o! the evidence 
• s~pports the starr's study lis ,ossessing g~eate~ :erit to~ ,u~,oses 

or this p~oceeding. AcCor~icgly, ~e ~ill use the staft's LR!C study 
as the basis tor allocat~g costs a:ong c~sto=er classes ana fo~ the 

/ cesign ot rates. Ho~eve~, to =ode~ate ~ate changes between classes 
I 

• 

or service, ~e will only :ove a ,o~tion of the 'Nay to~ard an 
I 

incremental cost alloCation in this proceeding (20% inc~e:ental cost 
I 

~eight: 80% syste: aver~ge ?e~centage weight). nue to the inco:plete 
showing as to the ~~oper cevelop:ent of incre~ental costs to be 
appliec to i~riga~ion (?A-20) custocers, we will s1:ply caintain the 
relationship bet~een ?A-20 rates and the overall syste: rate by 
allocating revenues to this class basee entirely on the syste: 
ave~age percentage inc~ease . 

- ~s -



• 

• 

A.83-0S-52, A.83-07-11 ALJ/rr 

The stat~ ~ecoc:eecs re~aining PP&L's exi~ting t~o-block rate 
structure tor residential rate at 80% of the systeo average rate as 
described in Exhibit ~O. The sta~~ also st~diee the iopacts of 
sett.ing baseline rates at 75% a:'le 85% of syste: av~:-·age :-ates. We 

" have reviewec these sta~~ reco:=eneatio~s, as ~e)i as those o~ ??&L, 
and ~e concluee that the 80~ factor favored )J~he sta!'!' is a ~air 

and ~e:~on~;~::;;:~~~=~~~;~:sto ~ix b~ine ~uantity ~ates. 
the bulk of ?P&L's co==ercia~ anc ineust:-ial custo:ers a:-e 

I 
served u:'lce:- t~o schecules: Schecu1e A-32 for ee:a:es of up to 100 

I 
kW a~d Schedule A-36 for de:ands o~ bet~een 100 ane SOO kW. ~hese 

schedules provide for three ty?e~!' cha:-ge: basic cha:-ge, ee:and 
charge, and energy charge. !h~baSic Charge is dete~inec !':-oo the 

/ 
ave:-age o!' the t· .... o highest :~"lthlY ce:anes of the ,receCi.ng year-. 
Its purpose is the recoverY/~f a portion o!' billing anc cO=:it:ent 
expenses. The ee:anc charge ~e~leets the !ixec a~~ va~ia~le cos:s 

.I 
related to loac on the s~te=. The energy charge reflects the ~ixe~ 
ace variable C05ts ~hiciar~ a function o~ the ~nergy use. 

the staff believes :tat ttese :~o ~ates eo not 
app~op:-iately reflec~the LR:C associate~ ~ith the ei~!er~nt classes 
o~ 5:a11 and =ediuc~izee cU5tocers. the staff the:-efo~e reco~en4s 
that the Co::ission!: (1) create a ne~ schedule to be des1g=ate~ A-
32A) ~or lo~ ce:t.cs; anc (2) :oci~y Scheeules A-32 and A-36 and 
eventually merge the: into One schecule. Unce:- tbe sta~~ ~roposal, 
Schedule A-32A 'oule be ca:catory fo:- customers ~ith ce:anes s:alle:­
than 20 kW and~Ptional !o~ de:an~s ~etween 20 kWand 500 kW. 
Current rates Ido not re~lect the sha:-p change in LR!C that occurs !or 
de:ands in the ~ange ot 15 to 20 ~w . 

• 
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staff' eoes not believe there is good reason to oaintain the p~esent 
subsidy. It recommends, ho~eve~, that the level of' Sched~le A~E-31 
be moved only half ~ay towa~c the weighted average o~ Schedules A-32 
acd A-36 because any ~urther adjustment at this time ~ould ic~o~e an 
unjustified burden on the ~eeaining wZ1,ter-hea ting ctlstoeers. ;te 

/' adopt the sta~f position. 
S. Irrigation Service 

Irrigation custoeers Schedule ?A-20, 
which incluees three types 0: charges: (1) winte~ cecand cha~ge 
based on the :axicu: de:and occurring dur~g each winter conth, o~, 
for scaller deeands, the naceplate hor~ower of the connected load; 
(2) an annual charge collected in N~v._=ber, based on the average of 
-~c ·"0 ~~~~-~- ~p.Ma~~~ es·a~'~~~e ~u~~~g ·~e ~~p.·#~ou~ -2_MO~-~ ..... - ... .,. ·.-0 .. 0; .......... - •• '-oj ... i.J __ ..,... '-. _.. .,.. ~. _.... oJ I _ ...... ~~ 

/ 
perio~; and (3) declining block ece~gy ~ates di:fe~entiated by season. 

/ 
??&t would :aintain ~e annual charge at its current level 

/ 
and increase the decand and ecerSy charges by equal ~ercentages. 

~7h~S ap?~oach, which the S~f believes is ~easonable, would maintain 
the p~oportional ~elationi.~ip between the seasonal charges. ~he 
sta~r wo~ld, ~n aCditioy( :ove the declining-bloe~ ener~1 rates 0: 
the schedule towa~d a~ingle block to increase the incentive ~o~ 
conse~vation. / 

• 

The CFEC rsserts that for California ag~iculture to re:ain 
econocically souncland cocpetitive with O~egon ag~icultu~et the 
Co::isslon :us:,/as it cic in D.82-05-~2, set ir~igation rates at the 
residential ba~l~ne rate. ~he CF3C ,oint: out that P?&t provides 
its Oregon ag/icultural custo~ers a credit o~ i.~ cents per i983 
seasonal k~ in excess o! i982 seasonal kWh. CFBC contends that this 
Oregon a~range:ent has the efrect of creating a lower price anc 
increasing the aeount o~ irrigation pumping, and that it ~ill work to 
the econo:ic cetri:ent o~ Cali~ornia~s agricultu~e unless 
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Aba~coned Nuclea~ ?~ojects 

Cong~e~s~an Bosco anc :URN contenc tbat the ,ubl:c ~ic ~ot 
rece:ve su~f:c:ent notice as to the inclusion in this ,~oce~c:ng of 
issues ~elating to the ~evenue ~equi~e~ent e!~ects of tbe abanconQent 
of the t~o nuclea~ ,~ojects :n ~hicb ??&L ~as a ,a~t:ci,at:ng 
utility. 7he Cong~eZSQan and TeRN a~e certainly correct on the 
technical point that neither of the applications as ~:lec in this 
rate p~oceeding specifically treat t~e issues ~elating to the 

,/ 

abandonment of ~hese p~ojects. // 
:t is a ~atecaking ~eality that the issces ane ele=ents 

/ that add up to a utility's total ~evenue ~equ~e=ent a~e constantly 
/ being codified, added to, O~ deleted f~o= d~~:ng the course of an 

e~tended ~ate increase p~oceeding such as!fn:s. !t would be 
/ i:practical and sel~-defeating to proceed other~ise. 

duly noticed total revenue reqUire=e~~SOUght is not 
So long as the 

exceeced, ~t is 
I more otten than not necessary for ~ to recognize and evaluate the 

•
effects of events ane circuQstanc~s occur~:ng subsequent to the 

• 

/ . 
filing ot a rate inc~ease application. Ou~ issuance of n.83-11-092 

/ 
in A.82-07-048, sup~a, is one of a nUQber ot such occu~rences which 
have been conside~~d by us ie/this ,~oceeding ~ithout t~e~eby 

/ 
exceee:ng no::ce ~equi~e=e~ts. 

/ 
!n the above ~es~ect, no~h!ng un~s~al a::aches to this 

/ :ssue. However, ~he issues ~ela::ng to the abanaoned projects have 
I ceen oe~ore us and :n ~he publiC'S eye ane cind ever since ?P&L f~lec 

I 

A.82-07-048 on July 7,/'982. That application requesteC autho~ity to 
I 

increase ?P&L's Cali!ornia electric ~ates to recover its :nvest:ent 
I 

in t~o abandonee generating projects. Hearings to receive public 
:esti::ony '"ere helc/in Yreka and C~escent City on Ma~ch 17, 1983 and 
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In ~.82-12-101, we ~~ounced our in~en~ion to review 
t~e aeeq~aey 0: each u~ility's =ino:ity/:e~le business ente~:ise 
(X!:3Z) pro~:~~ as part 0: the ~ene:al rate case p:ocess. Pursuant 
to our oreer, ??&L has :iled ce~ain in:o~ation =e~arCin~ its 

Y~FBZ p=o;=~~. ou: Reve~ue Re~uire~en~s Division staff has :eviewee 
// 

??&L's :ilin~ ane is 0: the opinion that it basically co~plies ·N.itn 

~.82-12-101. ~ 
In 0.84-06-101, our recent dec' ion in the Pacific 

Bell general rate case, we conside~ed the reporting format 
recommended by staff and concluded at greater specificity 
was needed. We required Pacific B 11 to re?o~t its M/PBE data 
according to the ethnic class~~~ations used by agencies of 
the State of California and tolbreak out ~otal contract expendi­
tures and F/MBE cont~acts f~ each category in which $5 million 
of business or more was dor. in/a prio= year.. We also required 
Pacific Bell to estaDlis~M/F~Z goals for 1986 and to file 
semiannual reports as a /."ea~s of t:-acking the company's progress .. 
Pacific Bell was directfed ,to meet with mino:-ity group repres~n­
tatives in imPlementidg o~r decision. We would lik~ PP&~. to ' 
follow a simila~ ?rociee~re a~d will di~ect it ,to do sO'in our 

~~~. F!~~!~GS ~SD CO~C~US;ONS order. 
r-, •. - •• 

.:... Findincs 0; r'aet 
f-

l. By ~hese applications ??&L requests i~creased rates for 
't C .. '.t: ,/, '. • 1 S a~1.orn1~jSe~Ce terr1to:y to Y1eld an a;;re;ate ~ncrease in 
operating re~~nues of $10,873,000 based upon the test yea: 1984. 

, 
2. P~&L also requests authority to file :or a ra~ i~crease 

oy advice !etter for the year 1985 to compensate it for ~y attrition 
0: ea!'!'!i::.gs. 

3. These applications were duly noticed, ~~d all interested 
parties we=e afforded ~~ opport~~ity to be heard on the issues 
l:>e:ore us • 
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~. ~e :ela~ive use ~~hocl 0: juriseie~i~fal alloeation 
~" l: '1 '/h' ~'~ sponsore~ oy tOe sta_: is reasona~ e to use ~~ t.~s procee~~n~ _or 

/ purposes 0: deter~ninq ??&L's Cali:o~ia =evenue requirement :or 
the ~est yea: 1984. ~ 

5. the a~ounts 0: operatin~ reveeues, operatin~ e~enses, ~~d 
ra~e ~ase, as well as each ele~ent t~eo:, sho~ on ~~le 2 _ 
SU:=:,:::ary of Results of ope:ations,. L:.ie t~e metl-.oc. t:see i::. ootaini=:;­
these a~o~~ts as c.iseussee in the/OPi:ion , rep:esent a fair ane 
reasonable cete==~::.a~ion of :ev)f.ue re~ui:ement :0: ?P&L's califo::ia 
operations for ~~e test yea: l~4. 

6. The proper ~~e reaS~able level o! ??&L's California 
jur1seictional revenue =e~~ le~e::.t !or the ~est year is $5l.1 
=nillio!'l • 
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7.. Present rates are esti~tec to p=od~ce $44.2 millio~ 1~ 
1984. PP&L is entitled to a rate increase of $6.9 million, which 
will produce operati:~ reve~ues of $51.1 ~llion d~in~ the test 

8. For purposes of dete~ninq test yea: 1984 rate of =etu.~ 
it is reasonable to impute the followinq capital structure to ?P&L: 
56~ lon;-term deot: 12% preferred stock, and l6% common equity. 

9. A cost of lonq-te~ dect 0: 9~86~~d a cost of preferred 
stoek of 10.92% are reasonaole for test ~riOd purposes. 

10. ~o consideration should be q~en to the effects of ~~e 
a~andoned nuclear projects in dete~ing the cost of co~on equity 
capital to PP&L for the test perioe(while the appeals to D.S4-0S-097 
are pendi::.g. / 

11. The reasona~le cost of cornmon equity to ?P&L for the test 
period is 15.50%. j 

12. A rate of return f 12.11% is fair and reasonable to apply 
to PP&L's rate ~ase to ~c?,in net operating revenue for the 1984 
test year and 1985 attr~t~on year. 

/ 
13. Estimated revenues oased on the sales forecast for test 

year 1984 ~~d attritioi year 1985 are subject to siqnificant 

fluctuation. ~ 
14. Because o. the difficulties inherent in estimatinq test 

year eleetricity siles ane the neee to protect the ratepayer and 
the utility from/~ i~correct esti~te, it is reason~le to establish 
an E~~ for electric sales. 

/ 
15. The purpose of the ERAM authorized here is to offset the 

effects of in~ceurate esti~atiny. It is not intended to offset the 
, 

effects of the so-called oillin~ la~ which occurs durin~ ~~e first 
~onth that a rate increase is ef:ective. 

16. A factor eontriouti::.q to ~aceuracy in esti~atinq 
electricity sales is ~~e diffieulty i~ quanti:yinq the e:fects of 
conservation. 

17. '!he adoption of a.."'l EAAM will minimize ar.y disincentive 
toward PP&L's promotion of cost-effective conservation proqrams • 

18. The EMM tariff provisions shown. in Appendix S are 
reasonable. 
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28. The 1~orea3e in rates ar.~ charges authorizee ~y this 
deoision is justi!iee and is reasona~le; the present rates and 
cbarges, insofar as tbey ditfer froe those ~reso~ibe~ by t~is 

decision, are tor tbe !ut~re unjust and unrea=onable. 
29. The rate scheeules set torth in Appendix C of t~i3 decision 

will afford PP&L an opportunity to collect the additional authorized 
revenues in a just, reaso~a~le, and nondiscri~inator1 canner. 

30. The allooation of revenues and design of th.~e rates set 
/ 

forth in Appendix B reasonably reflect the staft';vCp.!C study, and 
the rates substantially follow the rate desisn~eo==ended by t~e 
staff, exce~t as noted in the opin10n porti~of this deoision. 

31. The staff's oalculation of the7e -to-gross cultiplier is 
reasonable. 

32. The expeotation is that ??&L~ill be unable to ea~n its 
authorize~ return on common equity i)lattr1tion year 1985 without an 
attrition allowance to offset increa~es 1n operating costs resulting 

.froe continuing high levels of z~nf{ation, an~ an increase i~ rate 
base. 

33. ??&t will require additional revenues in att~ition year 
1985 for its California jUri;'ictiocal elect~ic o?~rations if the 
utility is to earn its auth~izee r~turn on cocmon equity. 

• 

34. The joi:t comp~;1 a:d staff reco==.e:datioc of the use 0: 
the Fall 1984 DR! fo=eca~as a: attrition methodology is reasonaole. 
It is also =easona~le tel establish the a-~~t 0= the additional 
reve:ues re~uired d~idg the attrition year by an appropriate adviee 

/ 
le~ter filing in the ~all of 1984. 

35. The rates ~oPted in this decision co:ply ~ith the 
require:ents of § 7i9 o~ the PO Code a:eoded oy the Sher Bill. \ 

36. The XinofitY/Fe~le Business Enterprise progr~ as 

modified in the aiove decision is reasonable • 
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Conclusions of Law 
i. ?P&L =ho~ld be autho~ized to ~ile the ~evised elect~ie 

~ates whic~ a~e set fo~th i: A~pe~dix C a~d ~hich are desig~ed to 
?rod~Ce $6.9 ~illion i~ additional ~ase ~ate ~evenues based o~ the 
adopted test year 1984 results o~ operations. 

,/ 

2. ?P&L should be aut~orized to !ile revised/e~ectric ~ates 
designed to proeuce aed~tio~al base rate ~eve=ue~n the attrition 
year 1985 in an acount to be deter:ined in Oct~er 1964. 

/ 
3 QQ'"T s~o"'~ -e au·~o~~~-~ ·0 '~~e ~'V ~~O·'1~~~o~. ~~ J· s • ... • aw a..fIo "".... W ,...... j,. ...... ":;;..... w • __ • / ... )1.. •• ". _.;,1_ .... trJ ......... w 

tariffs substantially in the for~ shown i~A??endix B. 
4. ??&L should be authorized and~rected to ~ake such othe~ 

changes in its filed tariffs as ar~_s~ fo~th in Appendices 3 and C. 
5. The effeet~ve date o! th~~~der should be the date on 

which it is signed to :eet P?&L's ~eed for i==ediate rate relief a~d 
I 

because a substantial portion of~he test year has elapsed. 
6. All :otions not ,~evlouslY ruled upon should be denied • 

,ORDER r----
IT rs ORDERED th;t: 

1. Pacific ?owe~ and tight COQ?any (P?&L) is autho~ized a~e 
di~ected to ~ile with th~ CO::is!ion, on the ef~eetive date of th1z 

I 
o~cer, revised ta~iff schedules ~or electric ~ates as set ~orth i: 

I 
attached A?pencices 3 ~nc C. I 

2. The ~evise~ tarif~ schedules shall b~co=e effective on tb~ 
/ 

cate of filing a~d s~all cocply with General Order 96-A. 
3. All ~otiohs n¢t previously r~lec u?on a~e denied. 

/ 

• 
-64-



. . . 

• 

••••• 

• 

A.S3-0S-52, A.S3-07-17 A~J/rr/jy~ 

4. P?&L shall car~y over into the attrition year '985 acy 
conservation !unding allowea in the test year whieh re=ain~ 
unexpeneed at the end of '984 • 
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Applica:lt: 
Law, tor-

A??::~D!X A 

List Ot A~~ea~ances , 

Leona~d A. Ci~a~d a=c ~ancy M. Ca~ong, 
Paclflc ?owe:- a=d Light Co:pany. Attor-neys at 

:nte:-estee ?a:-ties: ~ess~s. Zupan~ic & Doolittle, ~y Allen R. 
C~o'Hn, Steven A. Ce~in~e~, acc Antone S. 3ulic~, J~., 
'~-o~~ey~ a- ra~ ~o~ Ca'~~o~~Ja ~a~~ ~u~e'au ~eAp~a.4on. ~...... ••• ... ... - ,... -.... ... • • - iJ /' • 1,0.... ... .... , 
Michel Peter- F'lor-io, Attor-ney at Law, ~'':' ':'o'.ta':'c Utility Rate 
No~alizatlon (tURN); Rooer-: :nnes, t~ Cong~ess=an 
Bosco; and Wayne T. Cr-1SS, ~or- Sisk~ou Cattle:en'3 Association 
ane lla=ath 3as~n Hay Gr'owner-s. 

CO::ission Sta~r: Ja:es E. Sca!"~, tto!"n~y at Law, ane Davie K. 
F'ukuto::e • 

/ 

I 

/ 
/ 

(END OF A??E~D!X A) 
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Electric Revenue Adjustment Mechanism (ERAM) 

No. 1 - Purpose: 
The purpose of this Electric Revenue Adjustment Mechanism 

(ERAM) is to adjust revenues for sales fluctuations. 

No. 2 - Applicability: / 
This ERAM provision applies to all bills for~ervice under 

schedules and contracts for electric service subject to the 
jurisdiction of the Commission. 

No. 3 - Base Rates: 
The Base Rates are the rates for e ectric service in 

effect at any time, exclusive of adju ment rates for Which a 
balance or adjustment account z·s spe ifically prOvided in 
the preliminary Statement. 

No. 4 - Base Revenue Amount: 
The Base Revenue Amount i the annual revenue to be 

collected from Base Rates. The/base revenue amount shall be 
increased or decreased to in orporate changes in the level 
of authorized revenue speci ied in decisions of the Commission 
with respect to Base Rates concurrently with the be9innin~ 
of the period to which su h revenue applies • 

No.5 - Revision oates:;1 
The Revision oat~}(_areJanuary 1 of each year. On such 

dates or as soon thereafter as the Commission may authorize, 
the Utility shall, ii accordance with the provisions hereof, 
place into effect a~ increase or decrease in the ERAM 
Adjustment Rate th~ in effect. Unless otherwise authorized 
or orderea by thejCommission, such increases or decreases 
shall be made no ;more than twice in any calendar year. 

No. 6 - Electrid Revenue Adjustment Account: 
Beginning/as of August 1, 198', the Otility shall maintain 

an Electric Refenue Adjustment Account. Entries shall be made 
to this accou~t at the ena of each month as follows: 

(a) j debit entry equal to, if positive (credit entry, 
if negative) 

(1) The applicable Base Revenue Amount multiplied 
by the applicable monthly factor from the 
table below, less • 
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(2) 'l'he arrount of Elec*..rie revenue for service renderec! 
at base rate, less the authorized t!!!fie1:q'j related revenue: 

August 0.094 NOvember 0.073 Februa.~ 0.087 May 0.078 
September 0.086 DecerrQer 0.086 !'.arc."l 0.081 June 0.086-
October 0.069 Ja."'luary 0.094 April 0.077 July 0 .• ~89 

(b) A credit enay equal to revenue from all applicable salZtor 
service rendered durin9 the month. at EFJ\M Rates if poSitive 
(debit entty, if negative). / 

(c) A."'l entr,{ eqtJal to interest on the average of ,..the balance in this 
account after entries (a) and (~) above at/the i.."'lterest rate 
equal to t.~ Company's last authorized rate of return. 

No. 7 - EPAV. Rate: / 
The EPA"1 rate shall ~ equal to the es.&ated balance 1.."'l t."'le Electric 

:Revenue Adjustment Accou."'lt as of the revisipn date divided by the estimated 
sales for the six-month period l:>e9inni.ng ~th the revision date. The 
:E:FW-1 Rates shall be added to t.'1e rates o)!he.-..dse in effect and s:'"1<1ll be 
separately identified 1.."'l each rate ~ule. 

The Utility shall file a r ERA.'-1 Rate with t.~ california PtJblic 
No. 8 - Time and y~ of Filin9~Related Reports: 

Utilities Comnission at least 30 ys but not more tha."'l 90 days prior to 

• 
the Revision Date. Each such fj;lin9 s."lall be a~"'lied by a report 

, 'Which shows tne derivation of the rate to be applied. 

(END OF APP~~IX B) 


