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__ ~¥~~ S _ _ _......................................... ~ 
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'" ... ., .... i ~ 

h''.-:' ,. :,~ N"" T ", 0 N v-r-_·-. -.- .. --_ ..... ---_ ... 
S~a.t:emenl:s of Faet:s 

...... 0'"-.... ", ..... "" 

Pacific Gas and Zlec1:ric CoCPa.:ly (?G&E) sin.ce Oet:ober. ,10 .. 
• oi ............... ~ ......................... ~ ......... # ............ , ..... t .... a". .. J~~_ ... ' ... _ ••• " 

, 905 has been a:l operating public utility co-rporatiotl" ot'g~,i,ze<i, 
.. '" to • .. ., .,. -II .. ".. ~".. '"' ... .. ". ~ .. .. ... • .. .. .. .. • ... .. • ... ........ _...... ...... 11 ........ ,. \, ,.~, ........... ,' -' ..... 

"..::lcier the "laWs" 0:" t~e" State" <>f" Califo:":lia: " . ?G&Z" is' engag~':;:: ~:..:~. 

?ri~eipally' i~ - :l'!e' bUsi::ess' of' :t:::lish:':lg:' ~leet:='ie~ :a.ndc; g~~ serv'i~es 
. .. 

ill ~lifooi&~" al-:hoilgh' it" also: eist=ib~tes:~iic.:s,~~ls~:~;.a..ter·in SOtle 
.. Ii .. .. • .. • • ~ .. r .. .... ......... OJ .' '" "<- 0"'''' ,j ...... ...-... ..... 't"" -" .. '" _. _ ,,-' .... ~ ~ •• ~ ... ~ ,_. 

eiti~s .. "towns ~ " a.ncr r~=al" a=eas ~ " a.ne· 'Produc~s:: ~e:' sel.l's'~ ;S~~a:t:l~' in 

ce:-tain' pa:-1:s" 0:" the City 'of': san:' F:,~ciseo:": '~:~ ~-:; ;":~.~/: 
-' .. - •• ~-.;. ... " .......... •• , ...... >t- ...... ,.M .... II ... ' .~~_' .. .' ............. _:" .... __ 

.. " !'he' Ciey' 0:" Red~in~(the~ e1 ~y) =: lo~a:t:ed:' i~~ Snat~a Cou::.ty .. 
"" • .. .. .. .. .. ... ... .. ............. ,.. ..,",............. .. •. ,. ........... ~ , ... ~'''of'''_ '_ /0 ,...... 

is a municipal eo=?ora.~io:: exls-:i:g. Qld.er .. :.he .1,.rJ.s, 0:_ ~e Sta1;eo: 
.. .. -"" .. ~ ............ " .. ,.. *" .. '" If' oj '. ~ .. "." \_ ...... "" ;' •• _ .......... , ........... _,,;' .... \¥.-c-" ... v ...... 

1"' ... ,'';: "- " .. ",.t "'~ d d' ~..1 ....-... ;. ... o:n:.a.. :0:, SOrle tJ.Qe looW.e <: ... t1 U4S ~e an ~ ~pe~ . .a.t:~_ar:._ .. ':' 
~. _ .. .. k .. .. '" • .. .. ... .. .. r .. ~ .. .. ..... ~ .. .. ... .. .. .. • • .. • .. jo I 'I' .... ." .. 0 •• ~, ., .. ,. , .... / ~.:' ".: ~ : ..... '~,' !'.~ : .. : : :,: ; .. ~~ 

elec-:=ic" dis::-ibution' syste:1' located- withi:"'it·.~f··co:-?Orat:'e'·1:i::ii·C's .. 

F:-or:' th.is· syst:e:=' the' city' f~""':l:'$hes' e-leet:ic' se:v:.ee· 'to:' it:s";'~::'~:'~::: 

aeco:'ea:ce ~ith its obligation as a public ueility~ PG&E ,sep?liec 

electric se-rvices to 172 :-eside:ltial eus<cotlers ill a :ooerly 

unincorpo'!'atee a::-ea ou-:side ~e ei ty' s bounca=ies.1/ In 

othe'!' :o~e:-ly ~~inco~?O:a~ed a:-eas ~tside the ci~y's boundaries~ 

but noncontiguous to the be:o:-e ~en~ioned residential area. In 

'I / One 0: these Custo:e:-s is a cas te'!' :le'ter acco~ t wi'th , 38 - mobile hoees?&ce~_ 

• 

• 

• 
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• 

• 

• 

A.83-04-37 AI.J/DV/TCG/~SC "'-"',"- " ,~ .. . 
"""' ';..,. .: 1ft, ' .... ". _ \ " I ... ' _..."i" • 

- ,=ecent :.yea:s oe::e::::y 1:ta.s 'exercised i1:S :powers -:of·~on:..and,;~ 

.::.t.h.ese. see ::ou:: .. :a:::eas. ve:e- a::rm:exe<:;."U); ~h.e' ei"Cy' on;:~dl:e:~s. .s.b:0'W"ri .. 

h ~ ~.j -~ ~ ~ :' ·s ~< ,,. :,,80-6:;.~:· :, :...: ~~. .;: ...... -~: ;; ''". : ,: {:(;~. : :.:; ~Oe1:¢:b~: ~t..7.:,; !..1 9:S(): :::;.; ~ . 2. = l : f; 

30-7 Oetober 17. 1980 
'.' ., ' •. ,' - - ~OJ'\..o. ., ' .. ,~ • • '- ."',, <> - - -. - ;.. r, ~De"" ~ 1..4-' ...-,..0. ~ 1,,00:1'\' ' .. - - ".... ... .... ,Q'.v.--o. s. '- .. - - -- .... .... ..... ... ,.' , ".-I ... ..., - ... - ...... C'~ ............ ' .... ~~, "7~' 

80-10 ,A?ril 1 0 ~ 1981. (resic.en~ial 
..
..••• -, .. -•• : ,~': _~'.-•• '.~ .-'" ._ ..... ,.., ..... , ... ,~ ..•• , ..... '. _.,-,,,,,,, .. , -i/II-:."'l-",<I"l t """"~·.4-~~.o.c~;~-
r _ _ ~ .... '-' __ ' ..... ___ ....... '.. ., .... I ... ,~ ~ .... , -t ....... _ .,.; .............. -' - ..... - -.-~.v .. ~.,."..r' .. .. 

(' 

" :' .~ Thes.e fou::;.Gt:'e.a:s. "..a=.e ..shown' ou::tile ::Appexldix::A ,:::.a:p:.::~: ~ :~. 

';: ':0 11o'V1i::lg ·,:=h.es.e am1ex3:~.::01:l.S t.he' ei~y: <!esi=e.c~ :::'to> :.aequi:'e" 

':PC&E" S .. elcet=ic ~dise=ib\t:iou~faciJ;l1:ie$:.whie'o. ':se:ve-<r; 01: .-m±g..~:in 

'the fU1:Ure se=viee 'the a=eas; ~:to iueo:?Ora't:e<:heti:int.o':·±~,·::-::,,: .::: 

'ClUniei:>al::di:sc=~b~t1:.ion.sys'tec.r~':~: ~o.~ 'to, acq~i~e~?G&E~s th:ougb. 
=--= :: ~ .::. :-~ '. ,_. :~,: .~ ~ :::-:~ :.':: ::: :_i .':~ ~.; .: ... : :).:'::' ~ ~>:: -: ~ ~~l:', ::-.:..r 

ei=c:ui't :aeilicies in kreas SO-6~ SO-:7.;~<i·.:.sO-.8::'=:~-Acc:ordi:lg:1Yr 'the 

ci'ty and PG&E on ~pt.embe= 17 ~'-:.1:·9S2.:..execu'tec.-:.a.:nag~'t .whereby 

t:'e city wO'l:1.d ?T,;re~ase 't~e :.'poles;: eoneueto::s; ~.eO':::dui:es. :le~ers" 

i:vol vee ::Yit!:l.i'll : annexed :--J..::ea. :$0-" 0.: .. , .... 
~ ~ .. ' ._, .. ,' . '. ' 

~: ~'I .... ':: ~ - ~. :; _: ,~~:', . " -"" .. ~. 
' .. " •• < ....... 4 h-' ~,. 

:.' e' e"'"t-' e '':ae':'" .: -':-es'·· - .f ...... l· ... d·.;~(ro ~ ... 'Il" •· .... ~~·.;·- ... ons· ... a .... ~·· .... ~~ .... ...-..a __ .... """"'-
.... ..... - .,,,,,", ....... '~_ ...... tp .~'-~ ...... tl . .. GI\.ia.~ ... ___ • ~ ~.-~ .... "-.... ~~",.. -" •• ~ 

eolleeei:lg.·,:a:es ane~e!la=ges.:.:lo:.;:i:'! excess;-o'::tb.ose::?resen'tly 'pafd ' 
.2t~ ~~:~ ~: :~~~OVC;, 

t.o ?G&E by the eusto=e=s involved, and to provice such elec't:'ie 

---3-
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....... ':. -:.". ',' ............. ' ..... '-"'- ..... J 

".. t"" }'" r- ," , 
, '.:... ... -- w - '- I~ •• ' • 

,- APPENDIX 3 .. -. -..... - - .... .' , 

0: ::':s publ'i~~ u:tli:y<ob-Ugat.ions wic,1n all fou:-...a::mexed area.s. 
~ ~ •• c - ... ).;, 

:!he' pu:c!la.$e-~P'=iee for :he fa.cilities ?U-"70r:e<ily 
. " .. . ." r- : ...... "" ""', 

re:.lec-es. ,;eplaeecen: eos~"less depreciation,. ani i; \::. :he at:1ou.."l: 

severance:cos:.s: ,0-: $,2 .. 297-.:: Fu:-.h~,; .. ,-a:s :o~:,atly:,aed'i':!on:s to 3!ld 

=e::;~ece:'!ts· :::.a.:'''.tULy:-be -cade .;~sequ~..;:0'~JQe.:25;";'L-9'a.l.~.an<i 'prior 

t.o conveyance; ,. th.e :'ci:y .~J:l;:p;;;y PC&E:., . ":: 

facilities and a:.y a<i.citions a::lG'bet.:e:::en:$/:e:e.,co:lveye<i"'wi!l·:~ 

i:lVolved::<:o'O::ain ?Olychl;or~:l.at:ed,~b::'?b.e:lyIs::(?CBs); .:a:.d::t:he~ci:y .:has 

agreed eo. ::b.old :c?G&E ha..-.o:::lless \:0: any cc', all~lia.bilit:y::)ari$=g: :rOt:l 

"', -- "I""" • > ...... .~------' -' _. -" -" -"-' --" , .. , - - .- ~'., .. 
:':;'1 ~ 'nie;-:1: is-:orie.a.~: bOok.·; cos: ~' l;es s:'dep:-ecia.:: ~on:; of: .tb.ez faci li ties 

i~volve~ is $196,455. 
- ' ...... -""'.~. f. .' ........ ~_ 
....... - - ..." ','" _.. .. ...... _' .... _,....... no- ' ..... ' .... .... _ ,.i ~ ..... 

.. ,", ~ .. ,.,. 1 ..... " 

, .- ... ~ -,". " 

-~-4-

• 

• 

• 
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A?PENDIX a 

U1:i11't.y ob-ligations": ~o: cUStOmers::::i ;:,tlie':'areas7,,;cPG&E::.r.i!!1·:· a$sign~'-'. 

all p-riv8..r;e gran~s·:o·f::igb.:s"'of:-way: a..~a~ ease::entsO:' for = ~fe; .:.: :: .0::',: :.. •. 

facili:ies: coneu:,:,en~ly":~it1:i delrve:-y..:of· .. ·t.he deed(s}: .": - :: :.~ ::. ".:; ,';~:: 

". '-:: :: ':'Fo:-: the:: 12~t:lo::.eh·: ?e::io<r:endirig'::Jcl.y·'~3 ; ·,~':.iT-9S2.~ ':PG&E .:~:. :"<~.:. 

der:'ve<f- a·,gross:a:mu.a.l: revenu~r'from tb.e$e·':iZ·~euit:·otiers'''·of :.. "'~; :.::,:::: 

.. approxi::a'tely $1 58·,000 ~:. ·:As~ of Oc-:oiie:-=25 > f982; '::PG&E :tela;Ji~e;' - ,~, 

ext.ensio::,:··deposits 6f: i!:1::ee"'C'l:St:Ooer$~:£nvo1:vea:'in t=::.~::ap?!:td.itiOri 

," a.mounting~1:0·:S11;938 ~ i 7·: '·:"3ci.!..iriees'-::'emaining &£te:,;'clie~'eitY;~aS$=es 

O'W'ne::sb.ip'·: o:::·eb.e -: facili ties ::Will ~ be~:'=eeu::ue<!"'~o:' th.e:~C:ci1:o6ers;~· ':;. : 

Noc.iceo.: the~-:aWliea.t!oii a.p~a:-e(Fin.(:Ul.e;CO=:::ssion.~s Dail'ie 

0: :hei:':-ow:l-eleetric·distribution-f&eilities~~and thereby a:,e:'abl.e 

- -::0> take· aeva:l-:age·, of·: -=~e'-lO'N~~holesa!e<?¢Wer:.' r'aees:'" availao·!e·: to .::: 

ei:ies: =ee=- <;)::e:e:,e:l:,ial~aI-loeations: =:-o::l":.::ede:-al·lv oW':led:hyc::~:: . .. -
eleet:::'ie ?:oj eces:.'·· Eavi:!lS lowe::::" financi:lg."'eos't:s: thar.:"do":'p:,ivately 

owni!c."'?cb-lie·: ...:t·il·iey eo-r;x>::at:::on.s·,,:~c'>'not~Mving to::·?a.y::::eoQe~:.: ~:. 

taxes;:'-= c'ieies .a::e';;: sooeei:es:'aole'-'co· <:!el.ive=':'ele<:-::=ieitY'~'t.o::' the: :-,i: : . 
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\ ':.. ~ ... " ... ,: .. ~ ,:, • 4'"~ 

,:l'UU~~i?al;,~.~~~~o~:it$_own::d.isC=ibut:io~:.£aeilit:i~s;,.:and ~~.:::;, 

acce?t u:i~~t:y~:~esPOtls-i1)1lit:y~ to;:,s-erve:a.l~.: p=esetl~."7.a.n~ £~~ure:: :.:.:: 

custO:lers in the' area it:Yill .. -:ser:r~_:: La.~k~g:,its-:~::~ra.n~issio? 

li:les, ~_a:~~ity :usual~Y'·?~:ls:.;~e:~.a.rea. pt.:bli~;u::i~ity ... ~o;:wheel the 
'. . 

feeeral ?Owe: ~:~o.c ... :h.e -£ee~::al p~oject -,source:, t:o .. :~e;;ei~y:'s.:::-:.~-/~::: ,. 

d.ist::;:~u:io:11i:;les~ ,:. :n:~; :to:,tully :leet..,its:~:.ut:~lity oz:~spon$.ib-ility 

ti;~ :ci~y :'.::u:'~e;- cont:::a~;s,.~,~~::l;e .a.re&~. publ~c ut.~lity::.:or2a;::: ;':. 

"";olesa~,?,=,~as-e:::o ~a~e:u?.::lY, su?ple:ne~t.a.l;.~er2Sl.:F?,~y.:~;:..,will 

=ecr·.:i:~_ov~:.,~. a.nd .-;a1x?ye~ i es .. :eee;.l :a.~loea~~on .• :: .. In.::.=&ny~~ i::I.sta,x;tces.; 

ac~ci=~, cons~rue:.,: own ... ~ o~:at:e ;:-. or lease, ~Y:: ~?-U.c:-:u.t:il1=Y ~ '. -:: .. " 

(\:es:~.s,.A.."'t:l ... ?ub:- .. U,=il .. ~CoGe Sec. l0002);. -:-,!b.us:. Reeei.:lg..:,has t!le::'~ 

powe:-, 0: ~tlinene d01:lai:l; eo :acq\li=e~ by:,'cour~: ac;-ion:~e~lec~=i~ ':;~, 

d:'s:r:'bi:.t.io~::a:nd .. se:-eec:, ligb.::ing, fae:'lie.ies:'~i·:tb.:'n:.a.tlYf...a.~ea:. annexed 

a1.1oea'Cioc o::&''''1Y :ede~al:?ower: which::becoces ~yai,la.bl~.::.th~:::ne~~.~ 

eou""-ac·· pe ... -l od -, - r1 ..... - ... _ s·~"'-\... ·...-i-...-·-~ ... o-ees ~ ," ... ··0-.. .&_·· .. ,.... ovo': .1'.<''' -, '-.... -_ .. ~ , ... ,.. ..", ... ~_~ ~" .. '''' ......... ~.Q..... .# .......... .......... .,... . ...,.._u.~ • .-..,:",:.t ...... ,_ 

..... '-", ,":" ..,.. - ..... < 

-.. P.' ... -~ •• ,.. ~".. •• "_, .... -



-. 

• 

• 

A.S3-04-37 AU I DV rrCG/'W'?$c 
"' ... ' _., .... "'If"'~' • ,,,.' "" " "-

.... ,. '"", ''''., A . ~.f ...... ' ... \ ..... \ ..... _i··; ~ ':.. - .. 10-. <. - ,_~:.. ... ," l 

proceed :r~g ., ~ ~eo~:lerit:: dol:l.i!n ~ ;,::::i :e~ :'iriteres:;:O:: ::saV"'.:ng:· bo:ch: ~"I:::tme 

a:lG ~-legai:eXpense; "Reeding ina ·?G&Z:b.ave'-"a~:ee:Q.':\lpOrf·eh':e'(.p.=i,<:e -~m<i 

have ~eon~ '!' aceed ;:;cO: ~·?e:fo=:Q ac'core ~rig-'Iy ~ ;: : 'nier e' :haV"!:lgoeen: :ri¢::." :; : ' 

opposr-:ion ~o-tb.e a?p1.'re.a:t:lor.; ,Ac:lin"::S:t:-:a:-elve:.uw;Juo'ge-:.(A!;s):":We:iss 

pl."oceedec! ex parte and, after close of the ?::-o.c.es"~,e.ti.o~t_iXl_th~~ 

:Comtiission ·'5 -Rules :'0: :?:'-a.:ecice :a:no' :?,!,Oeedu,:,e~i $,,"~r-e,-:'~ :n:z:s~/, 
~:'''''::'.~.:;_ .. .- .. <-:_ :',. ~.,_.'::.~' :-:':::-.: .. ,..' ::"":'~:' .:. ... "'::,:,r~ .~,:,: ~,~:-::~. i:~ ... :.;>-:.:~: .. :~~,~ 

, ?:'o?Osee decision- t:t5';'~e~cOomfss-i¢n:~''':- ',. :""_,: : ~-:..::: -': :'-:"; :,~. ?,:,:: .:.:~:-: 
.' .. - : .~ .: .::. ~ .. ' :. .. ~ ;' ~~, : .. ,.::' . ....: ~..: : ~.'. :. : ... ~. ~'.: ~.'~' :_1 ,"'~ ~~ : ~~: ;',' .. ~ ~ .. :' :: :"0" -:: ,;:. ... ~ • .,:, ~7:: ':1.:: .. : .: ~:' 

.. ;:-':" '::.:.: "Incidental :to : the :·e=a.n.s:er"eransaee:ion:'was' '·:c::e-:,:ac·t: 
..... ~ ~ .. _ ~ .. ,.:.;.,,.,:, _'; 'M::; : J ~.:~ ',.r '" • .' ;~ :;, .:: :: ~.:, ~I' .. .... :~. :":'".: :":: r< .~.:: :':'.:~' ~ .. ":':'~:'; = ~ 

:he PU=Cha~~ price conc::a.ee.ed·2......-pon "-1>e:e-ween';-'Redding :':atid-ri?G&E'~ 

ella-e 

i~cl1.:ded '~a"; s\:.bs ean: ial : inc::-ement ;-ove:: ~:cbe '. net :~k·-o=. ::::d-e?=e6'iae~ 
... : .. ~. ~ ~ - ~:: ::- 7. : ;~~. -; : _ : •. ' : ~": :' "': ~.":--: : ~ ~ "',: .. : ... _ ~ :: .:... ::' :. .7,: :::. _ :. .,*" :., .~' ~2t '~; .. -::- .:...:~ : 

~aie '"base :-"alUe-o: :-th"-e ~?rOpe=~Y'eo ,:.o;.e e-r:a.:ls:eried~' ~ ~"'we- ~det::e:=mi~ed 
... ~" .. ".' "',:".'~,:" ",..::: ~: "., .. .... ~ < .. : ;; .... ' , ' ' "f" :: ;.. _ ... -:-..... :~ :.> ;,~. _ ~,' ~'. : .. ~ (. ~ ,~~ :: ..:.. :.: .., ;',' '::' '~, 

that ::ieissue :0: ~·.1ho~:t:ie, i.."'ivestor·:cY::ehe-,--::-acePaye::.: ·-"should· 
" _~;-,.,:-.: ... ,- :.' __ ~':"'-.:"'::".:'~ .. :' :~:-;.~:;'::~.'.'-::, .... ',:..:;'.<: .• ~.::::-:,....., ::.;..: : ....... :: >.~:~,~ ~'~.::j:-"::... 

:-eceive:a'5.y -·'3a.iris= 'Nli~ch -,oav':be ~1:'ea1:iied :'on -::dispOsi'tion:':of '-"Utili:y 
.:.. ;"" :: ,', .:~., .:. :: ~ - "' .. ~ ~;.' ,'~ ~~ ~ _~ ~~,: .... .,:: .'_' ~~ ..... ~ ::.~ ~,;' ':: ~; ; ... :~,;::' :: -: ,.",1 .... ;.~ • > .. :- i~~· ~::':. ;'/' .. 

-?:-o?e::-:y':whieh is- or::;has ~~been:in::-:ra:e>-ba:se;.,should ,'be'addies-sed: co:-e 
:.-.:: ..... ' :: :.,,:\~.: - •. ' 'i~'d :.-~-':: -_:-"';~:' , "::. :;(.' .. :":::.::,:'::::~.,:~ :-.... :~:I":::::·~::s..': 

fi!lly. AceO':-di:lglv~ in a'·cot:l?a."'l'io::l: ::r:at::er~'tnvol:.~n;g:'Ch-e-:s..cQe . ....,. -. .~ - " ,. ,- .. ,. .......... 
.. ,'~' ........... '_ ~-" r..,. ;:;1 _ 

issue. ,App!icaO:iion (A.) 83-06-1'. in Decision (D.) 83-0~096 da:e<i 
, ,:,' . , ,: -: -': :; .... :' "" ,~ .. ,::-~':~ :-,:. <: :. : --: ... ' ',_ .~. ~ " ~>~:::'. ..,' :: ~ ~,,! ~~: ~': ,:' ~~ ;.: :J :: .:: '",.:' _ 

Jur.e 29: 1983: (A:-eata..;.Pc:&E) :,::'we de':e::-=eci;=esoll.!t:ion~.o::Q.e~l:;ss\:.e 
• "";'.--:~: ... .'.-:' ., :':'r'... ... ,,", ,'/. __ ".~ .~ .. ~:"":< ~~.: :~:= :::,.",-:,~:_-.,::." .. : : .. <.: .. , ~-:-:·:,,,:c,~~,:·~':' 

a.nd di::-ected,: ehat~this~'Red<!-~:tg-?G&E«?ro~eeding~ be~'reo'Oen:ed:anc -:he 
. .~ ~/':-:: 1,,": ~ '> ... ~: -;. . '~,.,~ .:. ':. :~ ','; ~:- :- ,'" ..: ':'... ~' .. -. '~' .... ~: _: ~"": "_:~, .':~:, ~.~ ~.) ~j~:'; ~ ::,,:~ .;: ~I: :"::::; 

- iss1.:e:be<:-aedressed'afte=;'';l.''oVidl:tg:-:ot>porttinity:,:for'':briefing; 
,,~.: '. ~:. :., ~., :' :,~ "':':-':; ~ .~:, .-- n:' .' -.: ',. ,'/ ,-...... :..: : '~~' ~: : .. /. ;.: .~ 1_,< -:-~., ~,~;:;. '='~.: ._~'':' ::.: r:; .~~ :: ~;,..~.: ;.: 2 

~. .. -- .~., ~~ ~,-: - : :. :.. , •• ~-< :: -:: "; ::. ~ : .. ~~' c':.: ':; ~,,~ ;:':' .. ~" I:' ~~' :' ~: : ·c~ \ 
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A.83-04-37 ALJ/DV/TCG/WPSC ...... :,:. ,.- -,' ~- . .rt-~-... ,"r-
"'-~ .... :'Ir· . ""I W... ~ \jI \00.. • __ :~ 

~. ,.,. ~ 

- ..... '" ' - I ..... ~;, • .1 ...... 

-.'l'he_~eupon.::;'t:.he; .Al..l:. :i$$.~. h.i,s ;R~i=g: :R~~~g: _ :he .. ~~()~~~ ~:e:o 

O~~~ .:B=,i~~:'ng ~on .. J:uly ::2·6 ~ ... ':9~3: i:l .. ;.~i"~ .~~c<!:~?;~E 7~;.oq~d:i~g. 

In ad.di:ion eo the par:ies diree:ly involv:e4,~ ~~:: ,.~:-: .. 

--i.:l~i ~:::'on f~r ::a=.ieus:.:~::i~:~ .~.as; ~i.l:ed.,:~ J~y .. 2.6 r. ::~J~S3 :0 a broad 

.ar.::ay :<:>,f: o::gani::ae.ions -.:and .. eu:·i:l=i~.s who .~i:t:: ~as:,:",i>.e~ • .ie,~ee .~i.gl:;.S:;~:-- " . .. ~ " 

r ~a:-::i.:ipue.1{~~.3r.1e.f.s .. w.e~e:req:ues:,e~ by ,,August :.1~9:,. .~:,!-:9.S3.e:,.~·:..:rne:-: " 

Co=is.s:ion =~ei:v~ -;-b;-.±ef s .,~Qtl ,~e:igh_!: r.es~tl.<;en~s 4f :, ~.~tA0}l~ ~'. ,.: 
.... s.peei'::ica.lly.,.i:tv:i,eed ,and -::u:::gec :-.:~. ?a=,-:i~ipct:.e" a::h.alf doze~ ;:c.i~ies 

-'-" '-' -""-' -"-'"'-"..,;,' '-"-' -" ----.~ ~: (' 

,..." '''' ... , " • -- +' 
." ... ,..,..' .' ..... _.ro ,' ,"<' . 

Apa~'t ~£ret= :~eh.e i."I1:nedia:e"pa.::ies:.~· i:lvitees . i::clude~ ~.all~.ajo:: 

-• 

California gas, elec:~ic, ~C wace:: u~ilicies: ~he Cali:o~ia 
Wa:er Association: -:.b.e League of· Calif.orn:.a :.Ci ties.; the~. ": ~ . • 
Califooia St:=eetligh·ting Assoeia~ion; the offices 0: t:he cicy 
"atto:neyso::San :J':ancisco, Ukiah p< .:~ c.a.ta .. a.nC:Sa.!'l :~teo; Towa:e 
Utili:y Rate No~lizat:ion (!URN); ehe Pacific Legal 
F~t:ion;-a:l.d. ene. CoU:lty ,of .. Sa.:L::"~.a:eo. :.,:,,: '::"': ,'.~. 

Six -::esponc.ent:s ~too~ -~he positio::.·:.hae _'as _a.macter. o:,.,l.a.':o1 ~ .. ; 
:ai=ness and logic, utiliey p:o?e=~y belongs :0 the utility 
a:ld, its ·,inves.:o:s .... anc. :hat -a.:.y ·.eete::::i:lation eo ehe<,cone::a:y 
would inhibic sales 0: uCilities as well as 'se:io~slvand - '. 
acver~ly.affect .. sales,:o:·:utility scock:a:'ld.boncs_. !w~ ~::,: 
these ask that che Cocmission ::ea:fi~ conti~uee adherence to 

. the .ti:letescec. . ?ri·:lCi?les .. codified .. in· Uni:o=:: Sys~'Os" o~:~. ':" 
Accoun:s. ~e of c~ese reeo~ize~ t~t: special ci::c~s:ances 
co'lJ1.Q;re<;.t:i=e,depa::u.::e.:roQ.tb.~s.e.:.:?::inci?les and<acco::c.ingly 
ree~end c.is?osition on acase-oy-case oasis where s~eh . . 
eu-cQsta:lces.;~e=e~?reser:.t-:to:,arr.ive a: an:e<tuitabl~ .. ,' ..... _ .' 
resclueion. . 

,. 

!~o iespOodents (o~e a'jOi:e:'=~sPonse by-:':wb'~it;:~~) .... ,,;.: 
;-egiste::~ci:.objec:ion 1:o;·whae th-ey cO:lsieered.:toJ)e'an:~~ . ,'. 
:.nap?:opriate vehicle to cete::line·-::le's"e-i·s'st:.es. and the:l, 
a.:terconte::.ciing that e~i:ent -dotlainwas·not =eleva..~::.,: .:."'. 
?::oceedee inee?end~tly. !he jOint =es~onse. relying ~?on a 
1973'.:edera.l. c.eeision. '. contended ,that:. ra.:e ... base-:proper-:Y,:.:gains 
s~ould go to ::a:epaye=s, excep: in special ci=c~stances~ While. 
pointing up.:he q't!estion 0: .. h.i<::' :a.:e?aye-::s. ~e secorid·:'a.d . ' 

~ _0 
- - 0-
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A.S3-04-37 ALJ/DV/TCG/w?SC ~''''''<>'''''.'' r-"'~ ~ , 
,..; ,:;, ..... ~\ + ........ -. oj .... -- •• - ... , ' ~ - , .......... - \~ ,::, ....... ~ 

-a:fd :-oti~·· :eOurity 'j~i'll~ -by: :eb.:e. 1;ea:gue:- :.ind~:eb,:e ~St::r~l;:i~ghd.ng 

As soe :::a;t: ion:e-'lee-:e<i :a:s-an ~-al t:e'rn:.a:~:::ve":1:6:;wri:t:e, ~l~er...:e:,s-\ ·to-"- <the> ,,:.-

Comriiss ion: voi"e::tng:, :oo;j~e~·ion :to:. :t:he~:d:ee:is1on: b'1:;' Ute:: .:cot:::m.l:$s.'1:on;'-~ill 

:~h!.i-iroc·eed·tilg"t:o. ~~O:Id";..:oye.r'J:ud::::.e:ia.J.;i;i;a.~i:~ri in:..£a.vor:·.¢.f ":..: ... : " ': ,--::: 

" :p:::o:c:eee.i:lgU:lG'~::·· ~~~ ;,.rulei:l:al(ing~ aUt:hor.:;.ty, r.by: :wa.y: :<>f ::b-:'ie~:' :Opo'n 

.r-eee'::?t:~ '-<>: tb:e =brie'fs '~:-:he: .::c.i::·t:er· :W&s: ..... subtll;tted.;:.·:::, '.';-:: ':,::' :,~' :, . .,:. ~ .,,:.. 

:: .: ~:' :"':~blre -Otn:!:-ties: '~(?U): .:.Code: .$ec'Cion.:-8S1 ~?.rov:ides'::.tilae.:.no 

public 'U-c:t-li:ty ::othe-r t'han -:a:;'eommon' :-e:ar~ier,~by :::-.&ilroa.~".:l:.lay ..;s:.ell;;t.he 

:: '. :whole or any ;:?art:: of :res : sys;~e=po·r ?,:,o-p.er-:y ~'U$e:"I:'l: .. in, ::t:h-el',,:: :: ',' -::: 

:. perfo-::'::4ne.e "of i'Cs ?uo'li'c';;du'Cy ,?..n.~~o\:.-c =::trst: O'b.t:a1:in,~ .:.auellori"'Ut-

~- tion: t:o do,,:'so-::,:om.:eh.is~Co:lmi:Ssion.; ,1n.:'Cransfer:.?~ocee<iillgs~Qe 

:u:e: ion 0':-: -e.."'e:· Co=iss ion :::~s ',"to -:?rote<:~ :: ane;:safegu.a.rci!:Cte.::in te::'.es ts . 

0: ':!1e ?ubl::e;;.~l'he":co:1.ce:':l :;s~·to ?:eve:1t;,to.e-:-:i.::?a.±=en~o: ;;U:.e:-: 

• .' .. ':! - . \-
" .. 

.:; ';,.".: , .. -~':'~~~j': 

,.c .... , ..... 
> e .... _ ..... ' ...... _ ..... ::' '.:7 ."'~ 

--------------------
~1· (FOO'INO'rE- co:;'!' l!--.uED)· :.: : ., : .. : .... :-::.;:: ~":,": c.:. - ~ ...~: ::.,: " . --

, no, ?osit,ion hg.; proceeds sho\!ld be :reated. unde:: ci:fe:en~ 
ci=c'1:.",:se~ces~ ~ut 'obj~~ed' :0' sale;:o:"'ded-::ea'Ce<i ':a.ci.lities:to 

"', ?1,lolic en:ities ,at re".):oGuction cost neo;.; less ,d~rec'iation. 
, .,. cO ..... Anc· ..... g: .-~.~.,. .. -e ... -~c\O' ... e .... ',.~- .- ---:: .... '.'.:: :--:,:J" •• ;;~::; ":.:.:~: 

... -.,1!;; ..... .........,;~~ .................... t... . . ~ 

Pa':''Cieipating res?Onden'Cs ~ere: califor=.ia;:·citylCo~'Cy:;: ,~ 
S::-eet !..i~-e Association ~ So\:.:he::l ca.lifo-..-:lia Ec ison.....COmpa.:ly.. 
?c&E. Cal;':o~ia Wa.ter Service Co:roa."'lV,~. San Gabriel Valley .. 

. ~a~e'r _ Co=?a~v ~. Cali::o~ia.- wa-:e::-" Assoeia'C'ioo.~-'G=ea.k'''Oaks·'-:'';at.e= 
_ ," , ~ CO=?'any .;~ a:d· ,:~e: Ci:y"a,nc! COttnt:y-: ?,;' Sa?-~ :;-~c::'~~?~Cf::y:?f Sa.n 

-.~ .. ~-"::'''''''''''---''-';''D?-~~':~':-"~-::~:~ -.. --:~. :.~.:...~.- ~ "-;, :~~ ~,~~~'" .~:::: . : ;::-:'~~, -: ~ - '~:;.:. ~~~. ~ 3 oJ :."~. 
_. _~ ...... ,~~,I ..... :: ',~.__ :,.~· .• r ;'~"~I~~ :-:";"1-0:' ~,,:7!.. -:~::.-:;~ .i.,:' ::':-0.:3.:: .. :' 

.~2~· ~~~:~~; ~~~~ :~ ._~~ =~S 

.... -9~· 
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..... ,," ~ 

" < .. - -' " .. ."... "'" .:,. • .:' ~ 

public ~m.<:e~ ~by"; :eh:e :,e~ans·fer: :<>f: .u~i:l-i:t:y.,:p~o.pe~ty ·:int:~ :th-e:-:c.an<is .. ....... ~ 

0: eompa.n1.es::-.i:ncapab:l~,of: :pe;:':~-ing~ ,an ,-ade<tU3,ee: :se:yi.e~ :at::: ~:, ;','.,:, 

:=eas¢nabl-e:':,~ees~' or: upon- J:~,rms .. :whic:hw.il:l;.b!=:ins:;a.~ut;· eh:e; ~~~,~:', 

undes i=al:>:le-_ :=esul·t: (So-.- .ca1.- Mouncain. :wa t-er-- Co .' ::(1~:9:1.2)~. J:;, :CERC: _5-20) • 

. 'I'herefore po, 'We :W.an~t;o: ,,1)e"·ce::.e.r.:t t:ha.~ ,ehe-_?C:chas~=, :-1s .::f;iua.nc,i:al.ly 

c .. p.able 0: Qe acq.ui.s·i:t:·1;on ,a,nd,,:.sati·s::.a.<:t:e:ry :,¢:pe%:.1:::ion- cber,ea:eer;. 

But whe=e a ~ici?al eor,oration or ot:e= pUblic entity:i$.:cn~: 

pu:cl:ta:se:,.: _-:h.e:seeonside=a:t.ions: :oII::e'~le$S ,:c~l:l ing.:: .:.:<:.?u.blic 

~ .. " :agenties,::tlay. ~be' .eneitled .:1:o:".:he :p::-es.umpt:-ion th.a.t I,th..ey .:are ::.:: :~_::: 
. 

e:edi~r-...hy..:and ~il:loperate el:te -1>-.:1>lic ,.ueiliey-;sys~eQ in a.~m.anner 

a.pplied,in- .. any~.given.~~t:e:, i$..:.reb\:tea.ble.:and.~~e:~retal.n the~vil:al 

~ >,and ,-.s~a:l-=i.al' authoril:y:::of :..approving~,'Qe::l:ransae~ion., :-!:: .::';',~; 

:leeessa:-y;· this ::Co=ission '~ay g=ant: i':s: 4P'?:'oV'al s~j ece to':- ~:: 

conditions :'easonably cal~aeed eo protect ehe public interesl:­

Tusti:l Wal:~r ~=ks. Decision 92360. A?plication 59671. '4 CPUC 2e 
"'--- ... >- ... ~ 

427 (1980). slip o,inion a': j 2 (li=i~a:ion~:on:::,ate: i:lc:eases. an~ 

:ra~~~ ~~~~~) ~i;" ~~cl~ w~':,~y:,<:~~if#~~~'~~~~:,~~': ~~~~?'E~~~~>~~~'ed 
,< ~ .. :-- ,_ :~. ~." ~ •• :. " /....... ..~ -~,,r ~ .... - " -., ";::'>""~"'" ." . -' _ - : " ' ... "' .... "'T.,'.. ... . "-',,, ~ .. 

'.!pon bel:~een the p\!blie \:.tility~ atl<Ltb.e:,?~lie' agecey:. t~: de::e=::.ne 
'fo - • " ." , ...... < .... _.. •• ...' ~ ,. ... ••• ~, ... ~ ~ ••• 0, '. , .:J .... ' ........... 

:. :s. reaSO':lablene$s~ .. . -.., - -.. ... .~' ~. .. .. ~. '" 

_' ._-_-_'-_' ,_J ___ • __ , '_-__ -;.,' _ .-'" ,-' -_..... . ..... ..... 
" ... "A_~""_~_' ,.. •.• ~ ............. , 

: 2,./':.: ~~> ~~~~:= ~.is.~ :i~ld ',' :bat,~ ~ ?cl>'iic:'; age:cy ~ay~, ?c:,sc.ea~' ~",~: 
_ .~ con~~~;:'0!l:' aetio~- should,., -:be COCl!ss.ion .. :'::lpos'e' .eond:i::.'i.ons 

\!naeceptable ~o i~~ - ?eo~le"' ex rel. "P'tihli'c' U':iliei'e·s· 'Co:a:lission 
v. Ci~v of :res~o. 254 cal. A~~. 2c 76, ~s (;9075. the 
Cali.:ontia S-u.pre:le Co'U:'-= h.a.s yet: t:o coes:.ee= this question. 
Bu: cf., PU CoCe Section 1759. 
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-.., ::.. -'~' .. , -~ '~ ... ;-. 

~- ... - "... ... ,. ................ .. 
. :.. .'. ~ - ",':' A?P~"DIX B 

col ~ga."~~ ~ _"!"\o.~ ·,..~t,y a'L-o- '-c~ts '-es~""'':·'I...':~' ~ .. ..,.. -~,..-, :::t~. ~", -.~, 
oM "'-~"";"~.~_"'.~'_"""" ~ .• __ G'- "'r" ,~""""'_ l''W'-~~'''''~-... '''J''_'''''.Jt-, ... --:-.J .... -'.~ .. ~ ",,,. 

,'Io1i t~ ~li:le :ex:e:l.Sion :-de:pos i ~S' .:will,.:ha~e ;:'the J>a:la:lC-e' ::.e,e.u::rie:d ::by,.';PGScE 

".afte::, ::the .:ei-:y.,.asst:::l'es :owne):'shil>.:~ ~!he :_.t~¢ug;h, "cir.cui:e :;lines;:Q£: 

?C&E ::in . Qe-':~ #- ':80~" ~:. ,and, ',,80:-:.8 "areas: annexed; ,re:main :'UD:af:ee~e:e. 

: ,:,.;: The .;>urcnase ~p-riee ·:rt=fl.e~ts;:::rep-laeem~nt:·,;eost, :lesoS:~, ~':': 

'. ~<:1e?rec'ia:i<m- .:0': , .. the :facilit~ies,· :bei::g :·,sol,e. ::a.."'ld:,::",..1as ag.:.:eed:::;~':'W"e'en 

'':" .::,:~e :par:i.:es .': '":~e.~ pa.::ies· ~asse:':'C ;Ul.a1: ,-ehei: ag;::~nt: r:.:s:,:Zai-:-; :j'tlst. 

~ ~.and;reaso:lable;.both as,:to"::he \?ar;t'ies :-:ane >to~~:eus~ot:lers.: :; ':-: 

"_ ,affectee •. ,~T,.je ,-ha?~:. e~i::.ec" ~b.~ .:re<;o~C: ,):)e.f~:::.e ,::t:S:' <inc ~)lO,~ ·:~,h.at:.,:-:b.e 

. : ·~,?u:::eh.ase \·p=iee :.,is:-:air ~ . .::.ea.so.nabl:e :.a.nc.:.no,e:.;adyer;S:e_~o;-:ra~e~y~~s. 

I .. _,The Ca-:>i.eal Gains Issue:,.:~·::--.: :-::~-.: ':':. :":';;,:.::,~.:.,:;-:. -:: .~_.::;, 

?=oper:y ~.w~ieh is_. or ,has: ~ been ;,in. rate:;bas,eZ ;.,:;1.: ;-:b:ee.al:le,;;a?pa:::e:l.':~ 

' .. :-=:-oc:he ~h=iefs: ~hae. =esolu,cion ,0': :he:::is~e,:n-ece.s:sa=ily::;in~o:ly:es 

involved in r,atca'i<i.n.g.and ,.owne::s..~i? :0: .;?::~~Y" (;and.;t:):lei~ .~::-:_,-:; 

• a?pli.ca.:ion:o a s?ece:-~ 0: sieuaeions. 
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I I ...... -"""", I' -,:. :. II' ;.~ AU IDV I TCGI w?SC 

~ '." _.,-;;. A?Pz:..~IX S ......... _,.- '" ...... 

--', :-: ' .. :-:.-: ~.' !::..:1:b.e p=iV'a'Ce or :::::ee ~n't:er'?rise ::see-:or; ~a::t'Chough ~ ::~: 

''::: - ·:a.b:s.olu-ee. 'econo:te ==-eeeom. 'is"~o:t: :po:ss il>le. ~gene:::a:l:ty ~·s.peaking;:.,the 

ow:leri -:of- a:bus'i:l4!$$: :a':'e :·=ee" .. eo ~:s:et: :.:?rieeS" -and ···~ispos.:e' o£,'::'Che"i-= 

?:'oper-=y' .a:s: ~ey ·Choos:e,,: ·s.1.:bjee'Cl :only'·io. 'Che :<:'onsera!:n::es: =0:;, -~. ,:":.': 
~. ;·CoOmp.et: i -el:ori- and. CO'Clp:tianee vi'Ch· =arit i ~t, !~.;.:: ':'Ihe ::.fuJ:l; ~ r i;'sk ·:0: 

'- :::. :':ga:!n :-or~ ::loss ::.oc· ~·ctl.e-en't:erpr'ise ..:l:.es ~w!:th ~'1:he' ;entre?,=,eneur;;:: ,:He 

, Sets.' ?riees ~ 'Co: ':reeove: ·~:noe "only :al'l";h-::s"::;cos'C:s';' ~'Gep:reciat:ton; ::.i.~ 

,;-:axeS: .~ ,but: :;also ::a :"re:eu.-:l. ,on· ',h'is' ~i-riv.esQe:l t'.-:Funlie::lO't'e ;:- .:he , .. ::. ':' 

• 

inve$-Qent::~'; !,=, ,,'there . is:'infl.a. 'Cion ; .. ;-his ':yr·:tee-s.::: .a.dva.n:~e =more 70r .:less • 

co'CCensu:=a-:el'Y", vi':h t:he ..... i,;ner.easing- 'v.al1.:e .,0:. his:;inves:a-en'C':-and=are 

set. -:0; "-'also ,·ucove::- :-his.:i.ne:ea:s.ing :..in:!ate.c c05t.S ~·;:..shoeld·':he:7s.ell 

,'··""hi-ch: :Jay :res-clt;':: ~The·'::-isks:·~a=ea.'!l '~the ,·e:ltr:e?re:let!r' s • 

. - ·On· :-C!le-::ocher :n.a.nd,~ :a:'ly ?'Ublic :utility::'e:re~?rises are, 

:al·tbougb: ?r'i"at~ly -~~a.n<i ;~a:iagee ~- mon¢po.l'ies· -ope::::a1:,ing~: ==ee . 

f:o'C --<:,oQpe-t:lt'ion :·anc. alltit=Ust' eons:=raines.:~ ::-An,d !¢ni:~'ago':: :.' ,~:,: ~. 

ex.?e=ie:iCe :ee~s'C=a-eed "that ch'es:e -e:lie:::?rises: cannot ;7be,~tef~-: ::r~ 

pub 1 ie, in-eer.es t· :they ::rc.s -c "';be ~ regul:a.'ted~: ;·"cd.: tb.e·:, key 'Co such :;,',' - .:; 
_.. _ 1 ...... : 

... ," ~ ....... -- \. 
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" . :- .... : 0'::" ": <' : :.: .:' : _ _ , . _ . f,~:' ~"':; I, ': "' .. -:. : ~~ l~ ... (.~, -; ~. 

which -=hey tlAy reasonably ear:l. 

," -I'- • ._. -" - ... ~~ ....... ~. _ •• .-, , -.. "\ - .... ~'4 .'~ ,-, .... , ,'OIt I,..... ... "'"\ .... ',,"/ 
as ".i-cons-;ia.ine onea....~;:i'inis-~' i-cons-=='a:':rii'wh!'eS"is .. -~ .. 

... ", -"" ,." .' -. .. -"... '" . .- ,,", - ...... " .. ' - . ......... ~- -.- ' .... " - ,. 
ana~~...at:i.e -':0 "~6e ~:unci.imeni.a:l "?ritieiples'''of"'f=ee 'eri..;erprl.'se':·" en"-' 

•• ,I~ ..... ': ~"" -~', 64 '-: "'.' ~ .' :"'. ..~ : .:, : ~,I ~ ~,. :... .. ,: ,:.~ ~ " • {',: •. :. .. .. :"': ;~". ,... • ,",",; : .. :' -:. 'I ~: ':.. :: ,:, :'. ~: :: ::\ - r:: :' ~ -:' '",; 
the o-=her hand. ratecaking is credi:e~ with ?rovid~~g investors 

wi-=h soc~ "=~~sciriaile :'~s~r~6e;' ,: t1-ii£:: ~i.ciiriis' ~~~:ld ::divide:id~'':~i'il'~ 
::e 1 i~ble -; i.~d ~ ~6~-=~~~' "~'as~u~i.i6~'~ n~i: ~id i~.irilY ivaii'life ~ 2n 'cfi~~ 
t:la~~et;::'b~ff~f;d ':bv'~,i?':6iy'::" .ind·"~;l:~d ';hOe~ ~ ~~d~tl~titi6ti~-i.ii·~i ::;.:', .. ~ ~ 

..... -~ ""'~"'~' • ..- >, ...... :;,1 ,.:.:\.,.,,::..,:~_~-:. -"':":'::'d. ~ ~f,'.:_:Ir:: .. <_~+j:·' '* "l. ..... ~f 
ho$t"~f"o6e=-vari.ibies:· We ha.ve recognized in our d~is.iotl.s ella~ 

," "', . 
~~ili~y: inv~~t:g~~:: a1 ~6~p~:ed £;"; ~he:: g~~iai ·~gg~eg~£~· ~dy.:gf"'~ ::: ... , 

r. '" .. , 

inves :o!-s': a~e::ore' conse;':a-= i ve ":i:i~i' tci ~'~"i=eaier" ce&::~~ i~~k :':~6, ":," 
:~. '.-. ,H, •• ' ,. ... • .-,"" ". :'-, ... -. '. _ ,_ ...... " ~. ,'"'_ .+,..... '.,.',1" ... _ .. _ , .8'. "', .. ,.. ...... ' .... : .... " ., :.~ -- ~ "/' ~:.\ ... , " " ' ...... ~'I ", 

avoic' 6= 'eird.::ize"'Cb.ei:<:::ivest:len: ·ris.ks~· -Sou-:h"e':::i 'c.ilifo6{i 'Gas' 
- , -" ,~ •• '" 0''' " , _, •. "":,' ~'. ... _, ".~ ,,'.'.~."" '".'-' .... ~. ~ ,~ .. _. ,_'" ,_, > _., .... : • ,':" tI-w. ,: ,... •• ', ... , 

Co. ':'es-= Yea= '1981 -Raies ~ Decis~6n' 9"2491:' A??lica.:'i6ti "593'16 ~ .... " -_ .. 
.... ~ -. .......... , N' "_" .. " '"':- __ ~"~~.",:'"~~ __ ':. :' .... : "': .~./~:"': ,-: .•. ,." ........ , : .. , ;:~: .. :'::-: ~.;".,: 

4 C?GC2c i25~ 777 (1980); ~~ Diego Gas & Elec=ric Co •• Decision 

90L.05, A??lica-=io:l 58067-~"+'=c?Otz~6i476:6'ci:::(i-979·y:~i.-Th~s .. fhese 

..... "...." ,-, ... , N' r, ...... ," .. ;', ~ 

-uila~'" o\!r ., scheri1e of :-e~l.it: ion ~ 
'" •• - ..... ..., ", {-u ~ .... " - .-,.;~ 

i-= is-riot irue: :&i£-' ~. 
" . - ."", 

full =isk of~iai~or" loss 
~ • ... _ .. " ... ~. _",' ',," ~.I :. ../..... ,_ ' , ."' .J> '., ..... _ ••• :. :- I - ::.".:; .:. ~I _ ... ,' 

lies wi..:.b. =he ene=e?re~e\!= 0.-: inves-:or. 
" -.. ".-: :'.:;'; ...... ,~.~ ,,.., ,. - -. -.,,' ... ~ ~ .. "~~,.~.< .. ~~ ., .. ,'.';,': ."":" · .. -... " .... ,,;::.~:.~2'·~ 

:he u-=ili-=y ratepayer bea~s a subseane~al ?o~eion of -:he risks 0: 
<!6~fi" b~~;i;~s~::~hi~K:a.fe:' o;ci~~iiy ehe; iei~nii'6iii~y ;:6f:t:li~:':'~":· ,~,.' 

In ehe usual ease, ehe u=ility's b¢ndholde=s and 
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APPENDIX B .:. ~< ."' ,,~" .,:~. ''' .. ' ... ~ . • 
. ~~~=~~o~~r.s ,,~~,~V~:~~: ~~. :,~~n:~~ ~w~:~:~ ~~~:.:~.~1 ~~ ::~~.~a~~.:~ ::.~::~. ~>~: 
u~ili~y' s inve$oen~s i:l .?la.n~. lioweve:.- p, ass'\:ning that a . ., 
· __ ;:w,~::".:-< ",. .. :-,: .. :-:.:. ,:.':: ... ,,": .... _ ... ,.; <~_<~,7' '":"'.":_""; ' .. <',:: .:).;: ... :::'";:., .... ::.~ :": ...... ':-.:~,~ .. ~;.:::-.:::::.,. 

pa.::-:ic\lla:.- capital asse~ passes a reasonableness and cost p,:.-ud,ency 
, ;:~,' •. ,.,:' ': .. , "'. ,~. :"":.~ • .h"".,~ •. >~.::-: 'l.~!..\,."":':- .~~":": t.·~ 

:.-eview p• ratepaye:.-s i:lhe:.-i~ .the respotlsibili~y :e>r the :.-isk. of the 
~ .. ,: ..... : .. _' .. ,_:- .::;:~_: '.~,~_: .... : .. " .. .:..: ; ... :,,:,..:: :~ .. ~:~'~\: .. ~,-: :.,':.,:" ;:-:x., ... ',~., .. ,..:,.:....'·:,.~,' ... ,: ~;::~./:, 

invesement. Ratepayers pay for the de?recia~ion on the i~ves~ent 
'"" .. ~:~ ... , __ ,-.:'.:..~ .... , .. : ~";"~""' . ..,J'.' .... ,.M,: .. ;":: , ... ", ."" .. :.:.,~._,:~:~'~~:::.: :~:-~:>::--:·::1.,:... .. /::;. ::,~_,,:,w ,~:~.".:': 

which :.-ep.:.-ese:les the :-ett:.:n of ca.pital eo the u:i1iey's bondholders 
.~_ .. : .,:, "w :.~ ~.: :' ,";4O or -:- .... ~,~ ,~.-.~ ... :. "'d .~ - ,,' .-. -; ,:".f :":. =- '~ .... _ ": :': ~ .... ~.~:,:: ,:,~. ;~ ". .:.' 1,,/'::;:' :: .., :: ,.' -: : ... : 

:0 :.-efleee ~ ear1ie:.--than-anticipa~ed retirement of plant • 
• w' ......... ' , ...... , ~~'J'-.: .. ,,-:.. '"':'~._:T .. :.,::._ ,: .. ~,,-',. '.~., "."~ " ..... ',. ,-::-.I:'w.' .... '~:i'''::'::: ,J ... .. 

ae?::e~eriptio::. ~s ~tle: ae.eo~ting t:1et:;,~ by ~.Nhic.hW'£~~e-o.f:~ ,~re ." 
T ' • .,. ~.... ' ••• _ ..... '" •• , Or ... ' ...... '" '"' ........ ~ "-' '-' J' .. '~.~ , ., .. ," _" '... ...... :.'''' ' .. , ( • .,' _ ... ' ~ ... , .t _ ... ~,' ... ,...,.' , 

accoccoda~ee. In some ea$es~ we have ~rmieted acortizatiotl$ of 
, ::-.'::" :- ~ - : .. = ": .': ~.;, ,,:,~:', :. - '- ..... ,.,:: •. :: .. ' ,-.' '.: ~ '::. ~,',-: ;;: ~. =" ; : :.:-: :~;:-, :,:':. -:::.. • 

plant bal.a:l-ees (?lan: ... in-serviee costs less eepreciatiotl :.-eserve) 
~:.", .. ,,: ,::''':: .• :.~'':: : .~_'_.:: ~~..: ,::,~ .. =_,,:'":~·:s:,·.': ~ .. ,' .. ,.,:",: .~, ... , ........ ,:.::.,.:: .. ~,''¥'. -::-::l,~~:,:, ::..c; :',::~;:: 

as.socia.~~ w~~h <rema~e~y .re~~re.~ p'l~t; .,~~ =e:l~~,; _ tll~_ c.o~E~e~~, 
"~' .. ' .. " ..... .., .......... , '~ ·0 ... , .. ' .;~' .. ,,' .. _ ' ......... '~) .. ,~" ._ ', ..... '~ ..... _'-'_ .. "':-'" ... _ '., ... ' ............ _ 

W!"i~e-o:f c>~~?la.:l~::;o ~onge=.\lseful .. t;o ~;;~ ?=ovi~i~n,~f \It;'~i~y: 
- .. '. .' ......,~... " - "',. _.~ " ..... - .' "... ...,~ • ,." ... ,...... .... •• I _ 

services. !n .. S1;1!Cla.....ry. ,.the ra~ema.king :.-ecog:l.i:ion of d.e?=eciation 
..... _ .... ".,:, •• , ~ .....::. •• ~_~ .• _ .. .:,.::...;;,_:._ ....... :~ •• .:~; .. ~.:, .. ::~:_ • :.: ... ,,::,.. _ -:. -.",' ~ ~. _'<'.' \ ::~ _, -:.,~.' w ,; "':~ ... ~,..: ;"; •• ' :.... --: ,.,:.. ... , .... =.:', .. ~ 

expense ~,e.w:.-i:e-Q=:s deoons::.-a~es :ha: :.-a:e?ayersgene~ally_bea:.-
.:~ .. '= _ . '~ .. _ :.~ ,. ';'" .. ,p , ~ •• '" • .,. ~ •• _. r~ "~'H':''': _ :. '........ ,.,. -: .. ' ." .- ":,: :_',"j':: :' .:.: ,:.:~ .... .. , ...... _ .. __ ---. __ . .-..-.-._ .. _------

the =is~~ 0: i:lves~n~ _wi~~ :.-es.?ec: :<> ):1<>st :.:tili:y t)lant~ ....... "' ~" 
... . ~ ... ~---.~ .. :...-=-:--.--.: ,.: ... -----...:..~ --... .: ... -:..:'-.-.-._ ... , 

3. The Risk of '!'heo:-v of Alloca:i¢ns . 
" .. ,' 

:~ eeter:ining whether =a~epaye:.-s or sha=eholde:.-s are 
__ ... _ T. ....w .... ~_, , -: ,,' ~. : T _ ... ' .....,." ~,', : : ::.. I. ...,. ": :, _ ~. '- " :. _ 

e~:i:led :0 ehe gains 0= =es?Ousible for :he losses accruing from 
•••• .::: ~',,'.-.. ~~ ~"' ..... :,: .. :" ... ;" ~.,;:,_ .~ ... _.:. .. , .... ;. .. : •• ,-' :.: ',.','.~.\."'.:" ....... '\~. ";'_' •• ,;;"', .. J 

sales of i:.~iliey ~la=.t p 'oNe have applied a risk analysis - , 
*:'::" I. -'-., :: ,":_'- -:": .... :'_ -:.: ,"':_. ' •. , -d:: .:-"~' "~'"'''' ~ . .:' -:.:) .. ~:: :,:: ~ ... '::' ... -: _.-"'~ 

a?porti<.?n=~n~ .. of, <;a~~;~l.,ga~s. ~e~~e~~ ~ ~~t~?ay~~s ,,:a:l~ ,,~~;::~~o~~e;-s 
• .. .. - _...... • - - - - _. ~... 0 ~ ...,.- ..... ' ... ~ ,. _ ~. .. '. ... .. _ ",' •• ,,... .... ...... .,..... _ ... ' ~ __ , ~ 'P, ..... "'." ~ ... ___ . '.... ~; _."..,_ 

'"'" , . " n,... ~. POI • • .... -- _ ..... _ .......... /' .. " .', (, .,: .... 
-,.,'- ......... . .. ~ .. - " ... '" ,,,~, " 

~ ......... - "". ,",,-- • 
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depend ini upon :":t:he";' eX1:eti-e':' i:o:~' which:;- each':::WoUl,a;; have:: bOrne:;; ~lie':: ~i;k$ 

"of' 'invesri::en~ 'o=--- "U;=e:~~ed ,c8.pital":lia.«(~ ~~e':'?~o?ert:y n'ev~r: been 
- ,- .... .. _.... ~ '.... :. ~ .,...,~":" ........ ,," I'" -'I .... ,.. __ " , .. .' ~ _." ... " _ -.of .-,., _ ,", _'.... • 

- , sold~- '. '!he- "=isks" of invest::lenttr ·:-efer~ '!:o~which.·· group woul:d··, h,ave:" 

bo::::e '!:he responsibti1;:y "!or"'the': Writ:-e~o:f::O:f:' a::e·a:pfcitf"'as$e~. ~ .. ,:. 
Sinee 't"a~e?aYe~s.,.·' as~ n~~ed.~ abov,e;~ ~~diti~ilf."t>eir~ ~h~~: 

- '~:' ........ - - ,- ..... , ••• '.' -~::...... _ •• __ ~ '. _, _ • <0001, _ ... _ :: ....... _ ~: ... .., • • ......... J , ... ..;~. 

=es?Onsib:i:i:i:CY,.~~_t:b;ey~are.~ gene:-ally_ en~.i~l~d;:io= :;n~:::~n~fi:s of any 
• • ' ,"" .. -.. .... .. .... - ."""'- _ ' -, ~ ~ ,.......... + .,'" ., •• .. ..... '.. • - '"' -' ...... ~. .,., 

capital gains ~acC::ir..ng =6m ~i~ s.aleof:;uti·li~Ya.Sse'Cs,,: and.,. 
.. ~'-':.:'=-.,::. :.~ _~._ ,~;,_ ;. ~.w,":.-:_·.".," \:.~~:: ':"'~ .~\ ':' ..... :;~':' .. /:, ... ;:': :":J_, •• ,.:~,. 

conve=sely,. a.::e_ ::.es?:¢nsibJe for, <=:ap,i~a:l_lo.~"sesH a~, we,ll .. 
- •. ""'·,' .. · ... ·'T· . __ .... ' ... ,~_ .. _' J '0-'., , : .• ' "", ........... ', ... ;, .... ' ........... ,_1.:. 

_'!'hi;s' ·ipp=oach:: was': '.a.dop'Ced: ::.n= ::he-:' 'lead-i~ w'e of 
_ +,_.,; .... ' ;""" .... ,: .. ' ..... t,' •• ,'" -. ~" ' •• " ... : :... l.~ ~. ~ ~ __ ":: '," .'. ~~.: :: .. ) • .:..' _ ~~ 'wi :: :'".. :~:'~ ;0; ';;':, 

De::::loe:'a'!:ic Ce'!l'ttal~ coti::i~e:e";e.-ec.- v_":Was-h±n$-to:i" Meeo1X>li:a: A::ea ,.-, 
... - .. -~ " - ... - . -'" - ' .. -- ... .. - ,..' 

T:'.ansi'C Co:=ission •. 48.5,.~ •. 2,d.786 (D.C,-HCir. ~,~.9?3)"~r=ehe.aring ,~ 
•• - ..... ,".. ••• ..... r.- ' .... -' ', ..... -~ ". <..I.,... ..., .... - ............ ~'c '__ ' •• __ ..... , ..... I.., "" _.. ...,~ _ _ .. ,." ~ :,;..:;.. 

denie<!. Ce:"'t:. cienied l 4.1.5., U • .$._ 9_35_ () 973) _ .... :~,.1;~,:e:a~~,.. i?J~~Y~.,,:~e 
• ,~. ~ ~.-.... - ,' .... _. ~., ,_ ,. .... ,,' ........ t"."...- .1,.............. .~' ... ..., .. ' '1... __ ;J" ,'.> .. _; _ ,';,j .. 

sale 0: .real .. ?roper~y o,:.nle~_ by a _'!'egulat:ed,. i:lyes~o.;:'-,ow:led t:raxls~'!: 
". ... '. ~ , • -.- •• ' ................ '- ... - .. .., ~ ..,. " '-' ..... ' ••• /,~ <-,,' '" ~" , .. - - ', ••.• - .. '-' ., 

=ec:oreed:'ch.eo :~low-·the-line:,,~,.:.. a...;e: sol:d: ~t:~, a·::-:a~ s~~sea.nt:ia.l 
~ ,.." ... : ~ :. _ :.:"~ .;>: e _:~.. .: ;~'" ': -:-', •• ' :--',~ , ." :"" '.'::.::. ~.~~L : '-: ,:, :,> ~~, .:~ ~~ .~'.'. :: 

p:,o: i'C. .The regula-:6-ri c=iss~~o.n :a??=ov~~ =~;Ef..~~~t:~;.:r<:'C. s 
" ' .... , ...... _ "" _. ,', __ .I _.,., ... ',0.0__ I. ,~'.". '_..'_.,.· .. \,.J,'~I'," ... ' •• j 

allocat:ion 0: the ga:'~s :0 ca?i~al 
I' 

s~?lus aee6Un1:i;·t~-=-.e., 

-r' _,., .... 

.... ..... ~".~ 

~.:. .," .. :: -: :", The: ":Co\.'"i-e '::-e<fUi-:-e(f :·oe: :g-a!:.s' .~eo: .. ~ 'reeo<rce"d.: t:o-::·:ope:::a:-e:.-ng 
'-:e' .. ienue a'Cccx..-:tts .i.: .. e •. ' ;gf.ven to: -:,a..c~ap:er~.·:- '!'he: eo1:t~·:s-:-reason~ing 
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,~. :w.~ili ty~. S" assets.. 'tb.e· CO~:: noted .. tha.t~ i:lves:c.or.s-" .an(L . .ratepaye~.s, _, , -.. .• .. "'- '-' _ _ ... ,' "'_ .. ,......... ~. k. ,.,' .. ." .......... ~ ... " ....... ,., '" _ ". .. .' ...... ... -' ... _ '.:\ _ ........... ,..., ... 

started .. oneql:&l.~ .foo:cing~. and· wen:: .. onto· .. cotlp.a:e, ~e =.isks .... borne:.. ,by 
.. .', ',' _. ~ • •• ... .. " ... • ... '.~ • _. .-.1 " ,,~ -, ..- ........... _. _, "" .,.". .... _ _ .,!wo. ., .... ' _ ...... , .... H .. ~_". ~ ., .... ' _ '-' 

.each.g:,oup_ ._!:~ held. that. l.nyestors_.bore f.ew ·risks., of, inv.esoen.t or 
- ~.' '- .... ~, •• _..- , ..... _ ............ ~. Or.- '.,_ • L._ .. '. '.,. ,~,. _ " ............... '-' 

had O.tb.e=vise. been. eompens.a.ted_':or _ .the,irris.ks.: " _ ~ _ ... .... .'. ~ 
.. '.." • ~ ~- .... - • --...... ~ ~ '. _ -.~ ...... _ .,~. _w' ... _ ,....... ..... •• .', , ..... _...... ... -v ..... , " • 

"A... :acto=, seongly. in':lueneing eb.e_ rate 0= .. re.tu.~. 
~O which tile" 'I.!:;'ilI:y· inves~¢:' 1,e<:.oce"s enti:le<i- 'is 

. :he. :tag:li:uc!.e of ee risk .. whicll his i:lvest:::lent .. , 
, encot::lt:ers-•. E:igh risks- jus-:i:y la=ger" rett:...~-s·,.-

~ ,,-- .... ,... ".. 
:" "" .. / ...... 

, wb.ile. low risks. 'Core nearly guaran:ee :t.he .. " . 
invesQe:1t ~. allci"sO· ~y" warrant 's:laller" i"e:urii's". . .. ",,'-

':,' ~ .':: =- :' S·!.:1'ila.:1Y.a:l· 'inves'tor' can- ha.=c1.yr:n:s·~er· a."lY·-
'. '. r"'- ~ ,"" ...... 

eG.ui~le. ,st..,,?por: .. :0:: a claim. :0 .. a??recia~ioc in 
asset value" whe':-e . he' has" been'" ·shie"lee<i" "agains: 
the. risk. 0: loss onhis .. inves=et1.:~· or .has... .' _ "_. ' .. 

. :.. ... ····alrea:ey-·bee:!"'-=e~~=ded fo~g-on--":b:a~- :rs~"Tr'-:~"::"':"::":~·~:' 

.. 

• 

~ •. a~.·"~~~·i-:o~~t"~~' ~i:~t~'~r< : ~;~r';~~Y:: .t~e;.e~~~~~f;~;~:~~~; • 
ra:"epaye=s· bOre~ s·uos'tane.ial ea.?"it:al" :l'sks :-.".~,.-----

. .. -
·~tG·J ;:a~e"=rsk's" a':ss'o-Cia:ee<i ·~~"'itb.~ ~~:ility:a:~:iet:"s~:iri ':- ~,",: 

co::conlv ,~~rus~ t!pO:l. ..cO:lSQ-ers-. ,. ~v are ... - ... 
s~·cept:~ib1.e to l"oss' 0-: '~~age fro:l acts o'::a:'ur"e ... 

. ~ aue :lan·# axle, risk.s. 0: sueb. ,casualties ,are .usually -. '. _ 
pass-ed on to 'consu:ners •. !he 'risk 0: 10'ss 'from .. ,,, .... . 

,.?rel:la~ure re~i.reI:lent 0: asse:s becaus.e . . 0:,. _, .... . 
'oo·soleseenee' .. "as' a ge:le:a:r :,u:-e .'a1:so'falls'otl . - - - ~ ." , 

.. '.' ~.Otl,s~=.;S.-:." ,.:... _ '~.:-:::.: _ .. :: .. ':; ~.: : ~ ' .. '; .:., .. ::- '.:~ .. ,,:.:; ~ ::;;.::;. ... 
lei ..... ae SO] . .£,£oo=o.t:es. o:::it:.edl·-., The cot::,I: . conelude.o. that.' .j_ustice 
-- or'~' ~ '0_"'" .••• t. ..... .... _ '.,. _ _ ..... __ ... • • ... ..,......... .~ _, .• :."- ' ...... r • 0' .~ .', .. '" 0,-' ...... ,. ~ • ,_ 

required the be:leiits of any gains t.o :ol~ -:hebu:den.s .. o~,ca;>i.':al 
... ,:",,_._- - . "" ... ', ...... ~., .. ' ... ,~ .... ;~-

~ -10:s,~S:.- an~ t.~~ ... :.:;he=e.fo.r:e .: .. .:"_a~y'e=:s: ~e~.,~.0r:G:i?a.ri:1Y:' entitled to 

··~he:. ga..ins· ::E:roc:: the: sale~ .0: .ue.il;it.y: ass,e.1:s., .. 1£ • .. a:.:..~8::1:~1~ .. ~~ .. ha.ye 

?revio.us,ly:aeo~.C:-. :he?::'~"l:~~?_le~e:l~iat.e;:1 .in :Det:ocr~ic .Cen-er·al 

Co=i~~ee_- .. See Re ?C&E.. UU3h. Coal ReS-e.-..-ves, .Decision SZ-·' 2-. .l2.L.;-: 
" - -'"'" "''' .' ... "'" '''' ' ... - ............. 
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:'eas·e/:PG&~·'througn~;'i~$::sub$idiary:p:Eilreka)Ene=gy COmpany, had sold 

va:"ious ~oaF ~rope:'"t'ies'~ &<:c;,u'ired"'as a' fuer~ soure~:' fo=:':: ee ~now;;;;' :;:: 

eancelle<r:. ~on1:ezuma~eleet:ric··'geuerat ingG,scat iori'"in ':So!a.=~ COuriey~· 

we held til&1:. since ra1:epa.ye:s·would·~li&ve'::borne·:'til.e·-·::isks of=loss 
had the sale:~en':at:- a~'p=iee:'beI~;·:bOok:'vaIue:~ ::=&,:epayers were 

. :::', ; .... ~:;.:.,::.,~ .... ;:;: .::. -:...- .... :::,.', .. ":",:",.:':, ..... -.;~ .• ~'.': ~ .. ,'> .. -'~: "j -':;}"~"" ... 

e:l:i:led co the gai:ls:::wb.ie::''': ill':fae: aci:7:ued:'" from':"'the::;s.a.le. Id •• 
. . -","' .. ~:': ... ": , .. '_~:",,, ... ,~':.·,.~:'"'C;'l_.-: ':""0":"" .. :.,: ... :>.~": : .... ,:;:-:::'::,;:;.., -

slip o?inion::'-'a:t 2~24~ aceord::in-?rinci?le'~'San 'OiegO=Gas and 
"' • .t' , '~. ,-... ' •• : -.:'. 'w " . :,:~ ~, • .: .... , :-; ~' ::: ""',';... .:.:- ' : ~ ~ ',"' ::, /_ ~ ., .. ' __ ....... .. .. __ ' 4>.~ -

Elecc'!:'ic '!'es't:'Yea=~ 1984=-Rat:es:;:Decision S3-iZ~065;';::At)piicat:ion 
,..... , ..... _, ~ __ J ......... ' ... ~" .. '......... :~ : .. , ::.... , ':'" ';~, ,.- ,~, "'. ':, "","":: ::; :,; ~;, "~:} '.i o..F , 

82-12-57. . .. "" ::-·C2UC:~'~·:: ":-:':.,, ':~'(1983)"~"sl::?:op'!iiion a~ 
,... '. " ~.. • ... .;;' ; •• _f ,r.': ... : _ ~ \ ~'~:: .; 

87 -88:' also:,:~SOut:herii··ca.!i£o~-£a·<Ga.s~Co .·:aeili::ies·:;r.eas~, -- .- .. , 
~ ... ., ..... "-~ __ ., ".. _ rl" •• ' ""'", ,,' '," . '-~ .. ", ... w ".' # • ... _.... _ '............ .....-

84 C?UC:-405:,.~420:"421- (T97Sr: ~,'We'::fii!a,.~o;'g~o~ ~e~~o~~:'~~ depu\: :::o~ 
of ,.' ... '.~. _' .' ,.; ; '" '.' .... ., •• ~ " •• -' 

01.!= preeeeenes .1:1 ~his., case. 
," :;'~,:--:::::,,~: ._._.::_,.::.: :;" .. :-,;>-~,'~ 'f~f:::.,"~':':'.J", ~.:'",~:':-"'~'.":I :,'':'=~~-::;'::i,~'~''_': 

~",:::,;~,:~_,: v.a::l.~:".?a";'t:ies·": bave~ a.:g,;.ec£"~h~e-;~~i~k;;; analy$'-~: :: ~~ i};:: 
~ ...... -" \:: "~~ ....... :. ~ "": .:~ .. <.- ... ~ ',., -,., -

approach eonscicu~es poo=reg~la:o:y ~licy. ~e will here address 
- -., ~~ : ~~. ____ ;: _ " ... -: 'r ~'.~......... .• ," .. ~ r :" .. • .:;:!.~ ':. ::. ~ c-

~he :hree ?=i~ei?al criticis:s ?resented by t:hose par~ies~ :i=$~. 
~ "., - . ~ .. : :~~' v"'= .. I . ..,., .. ' ~"," ' -. : ':. :'~ ~jJ 'J':;' _.~,~-':.',., _ ~'.': .~«.,.!.~:::,: ~d ': ~:~.~:;,~: ':" .. , ~,,:-:: 

that the risk theory ignores the accounti~g rules set forth i: tb.~ 
,- .... ,. • - "...::,.. .. ~.."' , , - ,.....,:- ~' .: :~:, ':.' -: ," L ", ~." t~.: ~ :-: :,.;. ,~> : ~:~ *":..:. : .• : 

Co~ission-ado?:ec U~i:orc Sys::e~ of Acco~~S COSOA): seconc. that 
:. ...... ~~ .... ~"-". - " ~ -: :, "'.: :' .... '::.' ~ . .,\::.~. ~ .. < ,,"':.u,r'~ .~~:::~/t.~:", .. _J.';./"....':'" ;~,'~;.,~ .:";-",~'~~: 

the =aT:~ayers a:::e :-esponsible only for original eost:, which 
.. ~_ ,_ ...... ~. ,_ .. - "" '. :.: :, _;: ... ':," .: :~. ~':: .... ,.,.... :; ,'~.: :'.~; ~ :,~.~:: .~:. ~" ~~ ::';,:-'-;':"'" '~' I,;) ;:.:: 

li:li:s t::'e risks 'Nt!ich they face; and, tb.irc_ th..a.:, .share::.olee::s . 
~~ ... ;-.: :'~ ,. :~' •. ~"4'" , ... ~:::~., .. ,~ ... ,::: :::-.:;' ',::," :" .... :.' .... : -=~~~" .. : _~:',~.:.::.~ ... ~"::., \.J~:~' '~:.~::_:'#' 

::ely U?~~~ ~~~_ ~~,?~ ~s~~.:-~t~~.:,~~~ ~~~;: sale ~;~: a~.~~:;, ~<~,~~:;~~g 

.. -.. - "-"'. . . . ,- , 
" - \, .. ' . -- /, _ .... : '..' ,~;:::) I.:' :~ f ... : ~ "",", ... 

,'.-' -, . ,:~ , ..... ... '" -"- ,,~.,"""''''' .. ---- ... 
, - ~ - # -..... --I. # '- ~ ... 

, , ... ~.. '''' '.' , ,~". 

-. , .. 
, - " '''"-,, .. ',.-_ ·,·v_ 

.. ~ -~ 

.:~~-: ~~;~~~~~~~~ ~-~~: 

~}~.~: ':.f::.--'oI: '":'::-<'~:::' 
... ..,--

: ::.;:,~ ,.~: :-:~':, .. !t.;.. ;:t:.; t.' 
'h, ,"" ~ .' .... ' , ..... -- "","" ~ , .. ' ,~, - .. ,., 

-~ --, ,'. I,. _ ~ ... ....,._ ..... 

. . 
,- oW, ~ ... ," ._ .-, ,~ " .... , 

~ ..... '~..J """ • • ,'.v.-i -". ....... _ ... ,. 
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. . , __ to 

to :is~~SS ::~at~~g,:. iss-;:~s • .' Eoweve:-, ,: ;he;" U~A;~l~s~, .ar~ tl.er~ly/ 

acc01.?~i..,,?-g, :1.!les __ anci.:do:no~ .. other-Nise: represent: ::-ules,:o£.;,..la".ol, or 

-. - --. -, , , .,. r- • . --' ........ 

"Acc:ount:.ng .proceeu=es . .are.noc.:sel£-juscifying;, 
',like o~r' reg-.:.la.:o=y ac:ion 0: :he Co::XCission p 

, oey=s--:~re:lec::a rat:ional~alloe.a1:;on 0.=: ., 
econooic rights ane res?onsibilities be~een a 
\::111t1 t s, i:lyeseors a.~consu::1e=s •.. !:;~s~::p1~. _' " 
~ac"C"-:h..at--an agency trea,ts a...,. i -:eo a c:er'tain way 

_ :or· y.;rposes _0: its unifo:::::l sys'teI:L of:. ,acc0!-!Ilt,s :.:., .:, , .. 
coes no: ca::-k' the E::..<J' 0: j cd :-e-:.:a~-'sC':"U1:i'n7;-orc· ----_. -._.' 
clle" contrary ;.;,a ::-ftviewi~g CO'1l:-t,must ass\:re " ~ 
itself that the acco\ • .n'C'::tig--?:-ac-:ieer"?·r·e's-er'ib"ec. is 
consiste:l:, -"":',to., uncie=lyi:lg,~ s~sta:lt,iye- prin~ip~es ", 
oi-',?'Cb l'tc'· \!=t'ti'ty-:tZW's-;""""':o-'?er:ri--:-'an-a:c'eo\:tl t i::.g , 
device 'Co dic-c.a.:e t:tle:. rule of _ law is' to~ allow-che ::-
tail to wag -:h.e dog. ,,- ' -'"-',' - -'" . 

Democratic: C~l:=al Co-t=ic-:ee, Sl;.~'ra • .11:'"8',9':'820 :(":~~~~~~ .-- -
oT:i:-:ee) .. - A.lso,Feee:.al-Powe= CoI:1tl:..ssion v."r:..o~e.N.aeu:"al Gas Co. 
320 u.s. 591 ~ 545 (1~44). 

. - , ... , h. - " '... • ~ " , ....... _ , .. ,. ,. '" ,.. • .;-

SecO~d,." c!le' :ac: t=-.a~· origi~l- cost ~~:s" the ,;??e'=~b¢~ci 

, ~h~-losses' ~~'c'e?aye~~ fic~/~doe1"':no'f;"~d: sh~~'d:n~'~;~~~"h~t' ,,-
to 

..• ,--', -.' -. -._,. "'#' ~ ", .. " . ',1.~:::,':' .'::::'"""~:: )-,:,'';'-; ..,"":: : .. ,.~.: 
' the' ga:~~s';o' ,:;,;~:.eh· '-:hey a.=e~ ene"i :le~ shoulci be li::l ieed to origi:'lal 

• 

• 
• I .... • •• - ••• , ~ + \ ,..' - ~ ""',..... '-' : ......... ' :,... .: .. , ........... ;', _ -,.. ~ -:- " .',. ... ' .. ' .' 

cost' a:s-~e1l~ .. cOu=ti" b.3.ve· ?o"in:ee- o~: -:~a::- :b.e use-o-f o~'igina1 cost: 
~ : ....... ,' .. ,.... .- " 

':..s ~ co;s'ti tut~·onal1.y' '?e~is's'ible 
. '.. ,- - - ...... .. - ... - ,"" ,... - ~- . ,.-, '...... - ~''- *.. -.' ... 

si~ee' '(a) O~ig.;:,:at- cos~- ~e?::ese::.ts"· ~=axi:iJUt:" ex~e:it' o-i"::h'ei::"-

il 
...... .. ,- -','" ' ... _ ... ' ... ,'" -, - --, ~ 

....... ":~ ~ c" > ~ _ .. ) • 

!his is ~oc always :~e i~ any ~ven:. A nega~ive salvage 
val~e, i.e.~ w:ere costs 0: r~oval exceed t~e salvage val~e of 
:\:lly Ge?=eeia:ec ?l~:, cOl;.ld =es~lt in ratepayers oea=i:g 
!:lo':'e eha.:l :he ?lar.:·s o':'i&i::.a.l costS. As i.n the inscatlce 0: 
~ear ?la:: cieco~issio~ing, this excess coclc be • 
s..:.:'s":'an:ial .. 
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- ,.. '," 1_,' • 

, ...... -_ ...... - , ~ ...... 

• ,.. < 4 j , , " 

~Se'e: :~oeia iie~ =-Cen -=:-8.:1: 'Comc·fit'ee.~ 'su'O~a-:.:" a.~·'·80·Z::'~ ·a'ii¢":~' Fe'd:e:r af .: ~ 
?ower Com::ission v. Ho-oe Naeural Gas Co .. ,. 320 U'.S'~:::S'91=;("9:4:4.)::~::: 

...... ,¥ '#", ." 

!lore importantly. to say that raeepayers' ris~i:s::-J.."'iii,!'t::.e(t2:~;;:. ."-

origi.nat"=eos't! 'begs' e.~e' 1lrl:c;e:ati:on:' c:ueis~ionv:':':';:'und'er~t: a:lalysis. 

-r a~i?aie~s a=e: > sacicifecf:Wi:iii 'ai:f :ios~s~i'ind:1>reel-iJ:de<f' ~:,om: '~shir-r.eg. 

. ·i.::i·' an," ~·go;il:ls.-= - 'Thai ~'haiely -eol:lpOr=s":: Vi~h= e~y~: "f:a:.to:e~ :or-~b:{~ 

,,-: :> - 'T.l:i:i« we··-'a,);e 'noi :conV;:n:ced--~hat:··::sh:a:reh:olde"is.J rely': uPOn 

gains "frOtl' oe' :saie':~df:; .... ~iliti?rQpe-::ties: '::'ri: ¢O!ls'i:'der:...:iiwheiher or 
. " . ....,. ~ 

a t '~ha£1>i'ice -~o' 7'inves-= ~n·· :a~ ,,?ar~££ci.ilai'ilii1-±~i·: $' iioCk-~':: 'Sa<I:e"s:are 

~ex~:"ao-:::d~:la...-Y F~,"en,:s-; :" ''!here '£s n6'ce=~:6id'e ~i: <;iUch.;:gii.:iS= wttl 
. ... ... - . .... . . 

oceur 0::: e~t: t:hey :~iJ?:~boe 'o""t'a:xa~iricfe~ su::fcfen,; 'to~:.a::fe·ct'::'· 

ci is':,:ibdotis ~ ,'. ~udi±-:y ':i-nves-:ciri =::1":e~ not:-:S?ecu:ta:o=i;: :::aeher. o:b.ey 

i:l la:::i~':?4rt: :-ely u?On-'e'V'il~t::;on~s":o'f a: :ueil-l:'-=y~s :-e'~i:ii:niS='.1:n(:f~ 

d'ivide:lGs "pei':o==a~ee 'i'n: -aGj\:di.:ng::....,net:h~i :'1:0 'i'!'l~*~;n4ha.~ ~ ~ , .. :, 

?Oee:l-:ial·-'!oig:-o~...1l :'i!l' ;~~ei::: ~nvei';:e:i·?Oi:e:·ol:to$.: -1..~fl~iY :~.: ,,:.. 

i~ves'io=s -also:'l:i:ii-:,the'tisk: ~ha-:"~ei'~il~ ~fc~"a:ny "'ca.p±i.i·f': 
, ~. , " ." " 

losses:- '; 1':':' :i5 ~~a~se":he":";e:fli~ ';i!r;es'::ois:':-ce'''~es$-':iike~i; ;':0' i. 

':ios:e ':~e!;ri:ve-s:ee'eapi1£a:i :-:h.a::. -i-==:ves~ori ;;Tho' ::pla:y ":.-=n :':g=~n .:.:':-
" \R .. -.... '_. " .- _ _ _ • _ _ ~ ._ "'" " ___ to-' .... .. ' _ _ ... _ ", ~ ... _.. ;.......... _ .. ~~. ~ ..... '"'" ..... ,. ... 

s :ocks -eha: .::che '~for=e::: "'seek' 'O't:t:"~il'"ity -i:lvestients·'i'n"-:he -f'o':~ 
_ ,., "'" _ ..;>It f·.,. .... 
.... ..:...1- ......... ....... _ 
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...... '":'. -. l, 

... ,,,",," I 

:,.,.-..;...' .... -c.,:; ... ,.r ... 

" .: ,A?PENDIX B - ... -- ~ ....... 

. :: .. ?~a..e,~~_;~ _~$.; _i~_ ~~:~~~~ ,s~~~: t:~:t:~:::~ U1:_~J.}.:=r,.~a::_e~~~~.:::,i~s.: ?,ore 

like, .'th.e.:l)oncho,l'de::'- Wh.o. p:ima=ily. ,s,e.eks~.ineom.e;. =a.:h.e:. ,than.:growti1 
............. __ ........ _ ....... _ ... ' .. ' ..... ~,' • _, ......... _ •. " • _.'. _, _ ,,. , ........... , ... : _ .. _ ...... ' ........ ~ ..... .;., ............ ' .'M .... ,,'.,.'_ ---_... --.. -- - -

c. Exce~tional· Cases .. ' 

As~ .p=ev.iously_ nO.ted". a .. ,dist:::ibution. of .g.a.i:1s .. and ~oss.e,s 
•• ' -- - ...... ~ "., ..... __ • .-"T,'_' ,.- ..... ~.,,_ ,~', ... _... _ ,'_ '_,' ~ '-<I '''- "_~, .. ' ....... • ..... -r>~- ... ~ 

basec .. u?¢n. '.:he .dis==.i~:ion ,0:', =·isk,~.~"""'een .. ::-at:epaye:s ,ancr sha:::e.-
, ..... _'." • ,- _ ........ ..... _ ".- ___ , .. _ ., f ...... _. • • ~...... "'u .-. >". .. .... _. ~ , ........ ~ _ , .... - • • _" 'h'...' I ... M,.' ":. ___ ' .... 

holde=.s'Io7ill.. ordi':la:'ilv :-,eQui=~.t.ha:. ..::a.~epav:ers ,beart:lle .burCetl. 0: 
._ .. ,. ... - . -" ... ~, . ~ ... , . ... ............. ',., .. .-~ ...... , .... ' ....... " _ .. ," - , .. "~. "' ..... ,.""" ........ : ....... ~ ... ' ...... 

all losses anc receive the bene=i~ of all gains_ . .Eowe~e.r ... , ~th.e,::e .. 
.. <. ... .......... ~ - ....... ",. ~_ ' , ........ ' .... ,. - I>... ,,; .. , 

a::e some-. eases, .in .whieh.. this .. wo:uld . .not... .. 'be . t;"tle .. , Se:ver.al 0: til~se 
'" _ • or _ ... -. '" " ," .', .' ............. "', """'''- '" ' .... ' _ oj., ,.,~,_ .,'.1,\ , ..... "'_ .. ... 

" cases ~~:-,e_ ci:.ed .by, va::ious_ .?ar.ties . .as, a:gu:lenes .agai:ls~_ue, ~ ., 
.. "M ..- •• ~ - ,~ .... __ .. __ ..- ••• ' ••• '.' ,_ ' .................... "- ... \ .. ' ... "'" ..... _." _ ... ...... ,f, ,.,.. __ • __ , ......... • -'~ ....... 'r., 

. " a?pl-ie.a.t:ion. .0: ow: . .::isk. .. ana1ysis...._.U?on,elose::,ex.a:i:l.a.~.ion. ... we _ . 
• • ~ _. __ • ..... __ • ,,.I 1.-'" '., ">.. ' .... ~ ._, .... .... ..... "" '.. ., .... + ...,. .JI. ri.~" .' .... ., •••• ,: ; ..... ' " .,. " _ .... .-.... .... • ..,. .. ,'''' .. , ... ,' 

sl.:l.?ly., eone~1,i.<ie-:h.a..~ ,eh.os-e... ,eases .. a:-e exc.e.p~io'C.al..a.nd.~ciis.~.ing:u,uh.~ 
• -. - " • -. .~'. • _...... .. ~"'" .. __ __ •• _ ... ,,~.... -~. "" • .' •• ... • _ .... r ... ~. • '" ' ........ ' ~ ......... ' .................. ~ .... . 

able •. Diffe:en-c .:ules 'Would .1:here£ore per,ea.in .... ~ __ .. , ,. '-', .". ~ .. 
• "" .... ... _. L ...... ' __ ...... ' ... _ '" ......... ' '.' ,__ ,,', •• w' ... -. ._ -, ., ... ,",., ," • "1 •• <._. -.04 _ -0.. 

....- .... ~ ......... . 
., ,. 

',':. - . ',~ !;c~ .~. ,~~ ,=:~~ ?~~e~,i_~~ :::0 "~is~~~~h~r.~~-..:~ ~,~: ,~ 

in.veSCle:lts~ in faiue ,and aoandonedprojee:ts._ ,See. $ol!thern" " _ 
, ,... ....... "'" " "~ __ • ...... .' ... ~ '" 'Y'" ~I .......... , '. • , ••• '" •• ." .... '- " • ..' • ., .. : c.t< A_ 

Califo~ia Gas Co, ••. su":>:'a .... 4, C?CC2.c, ,a.: .1S} .... Row.eye.:-... ~'oeea:use .0: 
... • .... ~ ... '. , ........................ ,' ,,, ., .... , ..................... ' ....... _~. ".~,.' .. ~ ..... -1 

:.he. -..:nee=.:ai:l~ies.o': .~e?as,: ,decae-e."anci-c.'"le ::agnie~ce ~o£ the::.. .. 
"'" ... , .. _ •••• ' ... "'-...... • ... ' '" I.~ ....... ' ............ _...... • ,' ..... _ ............ ', _ ..... ' __ ~. _.~ ~ 

losses l.: .. =il:.~iess-:.oO<it:.o .stt:::er, ,as .,a res,,;,l-: _o=.,aba:co~n.~s .... : .... e.' 
_ ... ;.. _ ~ _ ,_....... •. _ ~ .... " _, • :..' '_ •• ' " ,.; • ' ''' .......~, _ ,. _ • _' .. if<." ,. : t 1<"'" .... ~. ,~ ... '" _,' .. _ ~ 

adopteci .a., policy. ·of shared. ::.isks '£0:-.. such. ~pe::iods¢::: . UIlee.:.~ain,:y,e' 
.... .- _ .......... ..,. " .... __ .... ,~ _~. 'y .. 1_ .'->-.... '. .. ... .. i •• '..... .' .' _ .'~. _ '- _ «" ........ ' .. '.~ "'. ~' '" ~ ¥ ..... ,~, j " , ._ 

'~e ~ound" ~ha.:", inve.s:or.s .,o;.;rere. not. adeql!a:=.e.ly eomp,etlsated for. ee, . 
• ~ ." .. -~ ,.".... .- , .' .,.~, • _ ...... .;0 .... _'. • •• 1 ~,'. "" .~. _, _ "~ ... _ '" _. • ''': ow ."" 

inereasi..~g ,.risks .assoeia:ec wiehabandon::.e:lt.s ";o1~cb.. .. res~lte.d . :::oc 
• , ."... - .• _ .... ,' .... , , .r .,.. '. • . .. '.. • _. • • • .. _., __ ...... '..... .> _, .. ·.c'. ... ~ '.. .~ ..t, ,,', ~ _ '.J • .: ........ 

:larke1:eis::up:.i.oDS .. :a~='er .::han .i:?:uden,tplan:l.ing (!d ..... _at 782_), 
-.., ... _ .... ~ , ___ ""'p ,_'. _> ~ .... _ ... .,. _c~' _ .. ,"~ .', _1, • " ......... ' ..... --.-,._ ".''- ' .• ',,_-tw'_ t ... 

but~ha.t ::-a:e?aye::s. who o;.;rere :lOt cocpens.a~ed at all a.::.G bee<ee 

~ 

• 

• 

• 



•• 

• 

• 
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.~ --:. ~ -. ,'" ---,..,.. 
.............. , .. v ...... > 

. ,,"'" , . ~ 

, .......... - ... .;0 

, . 
,_ .' _ .... _ c~ 

~ ...... ,- "" ,.y'- • , _' __ ,i , _ .,..... ...; __ 
" III ........ '<1 .... _ 

,.. ... e' \.. • 

--'\".,i-~· .. '::.,." .;."\ 

,." "". _ - .... ~ _ ... "~,, .... t' /"._ ....... :"'r -','" .- ........ -- •. ~ .... ,.:.- , '", .-

~ -"" -, Unoe:: '. reeen'C'" p:eeeeeil~s .we ado?t:ecta~ poiiey"~here~~e=-
~ ... ~ -:-~' ".~. ' ...... ::.:.... :(. ... _:~ ... :,.. ... ~~.' .. : ; .~ .. ,~.>._!.:. • . ":.--:~.,':-t" .. c ':< '~.":-';'':'::':',:",: :2:.:"~= :";(:''Z':'" ~·.I,~l'.::'~.;_,(;' 
~epaye=s-have-oeen held to be re-sponsiole-for aec'!"1.:.edprucient: 

,'" .. ~ . -: ,.. ...... _,._. '"' ... ~.. ;."" .•. - ,:.~ ...-~ .. ",' .. \,'1'" "''"'''''\·''-'':;''''''k-.'·\~ 'jl'-'\''';''''~-'''':-: 

eX?e:ldi~::e;Z/ ...... h:.le- ss.a.!:~hOide~s have"bO=ne "al18~~~ecs"';'for"::;~d's-:' 
, _.. • .... ~ - ~'. ;~ ~. • ": '-' .~ : '-'. _ ,:: ! _ ~";,,' " ~ :,:, :~ '- .:" .::.~ ":" ~ ! '::< ... ' !:::~ . . -

u.see eu.:'ing eonsl:rt:e~ion (A-1:UDC) ~hieb. represent: ·:ne-e&:-!'ybg.-eo-s'Cs 
~: :-... - .... :. :.' ..... - __ :.:,",,~:- i.<':-: >J'_::""" :.: ,~~.:~ ... ~~ ... :',"::'",:'':'" :"~">"~.' :. ..... :~~~:;:.:.r.):l ~(,., .:~:, .. :,:;':.,: 0: t:hose eX?endil:~:,es. ~us, as in che PG&E Utah eoal=ese~es 

sale.' i~- was a?prop£ia:e ~~':r~quire ~ a·'sb.~~'ing~ ~~:·'g~;:~ii';'i::';~~~~~ 
, ',.-.. k .0':'" ":' • I ... -,.... , • ,--' "j -"' .. / <'; ~; ,,: .. :: :~ :.,:~ ~> ";' ~'I."':· .:~ .'):: ~~ ~ ,~~ 

as-beeyee:l'=a~epaye=s-and shareholders since'che risks of 

" , 

. '(ris~:'bf:"io~~) bOriie~by: =~~~?~ye~s -in~ ~ha.;eb.~ld~=~:~p~~vides the 
- " ~" .,' "",:,. "':-' ~ .. '"-. :: '. ~',' ,<.: .:.. .. ': '," ~ ~. ;".... . ':~: ~ o'~ ,! .. ::: .. ~ , .. .,.. (;.: ~ .. ~~ ,~~ i:. ,;' -.":' :.: _ . .:.: :~ : .. ' 

risk-=a'Cio ~hie~ snculd be used :oalloeat:e losses or gains~pon 

the s.ile;·~f" ~riy '~bi.h~oned;: as;ee~: -:": I~~' ~h~~ usuaic~i~~: ~i£if;-;~ti6::: 

- .,. "'. ".. ." ",,," • ~ "'" _ .... :: .. '''-''. 1>''', ',~'''~' _ r~''''''''' ",,"" .".'-4'1j"l .. · .. ,....",.:'j-:-,'::"+u\· ..... ~\ - ....... ' 
. Risk-'Ra:et>ave:- , .. _ - '-. .. -~uderi: "Ca~!ta! - ~ndi1:,=,es.·· .. " n' 

-. ~~~~:;. ~~:,e:told~r .. " .. ,:~:':~ ,:~~~~ ~ Asca.' ,~~c:Lal~~: :)w;:;~:,J~?~l?-e - .. :~, :: 
. ?l. ta """s-:.s . 

AP?ly'i!lg'~e-=isk- =atio :6'gi!n~ -iriCi -~!~~se~':~~ri~~~f~: ?ro;£~effh~ 
a:o~:se'of ~ithe.:· ailoca'oi~ -: ~o' ~a:~;lvef;' ~d·:~ha.f~hoid~=.i: :--R~::; . ''; -
.. ""'" , ,. _ ~ ..... __ _ ..... ' ... _. __ ,. .',' . .• ... _ "~." :>;: :. _ '... ~ .... :--; ~;-<:: '";.: ;,.:':' ~;.'::.;::;: :.:' J~:' ,:":'; : ::.(. '.: ::' 

PG&E ·t;~a.."i·"Coa:CRese.rves~'-su';;=a:"·~- -

7..1 Disallowances :or i::l?:uclen': ex'?enditu=es a:-e discussed below .. 
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2. Li<:uida:eions 
., .... -,..... \ ..". ... -'" '-'" ... ~ .. ~_ , ___ W,", .. , 

, , 
... ,~. - "'. "/"."".. ",,:6 ..- ........ ..... .. ~ .. 

r..iq-ciciatiotlS involve eb.e COC1ple1:e_ sal~ ~: a ~~il~~y~ s .. ~'" 
.. '. -:. -.:, • .; ~ ,I" ~ I' .~~~.\oo -'~. _ ' .. ~' .. ~: 

?lant ane the te~ina:ion of :1:l.e obliga1:ions of a public t:.1:ility 
·~I.:"',,·:,:,,: .... :~.~,>;~ .: ........... ':'.:~ ; : ... .:::::.::.~~., ':.'~: ,;::,-:._\_~~ ... :,!...::.~ ::'~~"':'::i.; -:~~.;.,;':,-, 

placec upon e~e u1:iliey·sowne~s. See, e.g •• PG&E !~lu:ne Counev 
:"~"'":,::;*'/7::'~ :";:,':";'-;:,::;'JI" n.".:~.: '.~' ..... :.~.;·,.:7 ",~-"'_,:~I-:: ~\~ ~~::; :;;. ... ,~~ .•. '.: ••. ...- ............. #o ...... ~ ,~_-r \,.~.,..,,, .. _. ~ 

?-.;~ehase AS!e~ent. Deeision 83-12-064, Applicaeion 83-08-13, 
' •• ~v .. ~.... ", • .,. 0,4 • _' ..... : ................. ~ ~ •• :.. :":: ':,.. ::." '.'" :J:~, :.: ": ~,:.,~ ... :--: "! _: .... ~.~.": ~" .... ~ ...... ';.." _,~~~,:.:.::.;.:;. --:-:.1 ~:~<.: 

C?UC (1983). Open s~h asale~ there is no l~al, 
_ .,. ':-::'.,,_. =- .,~:"~ .',:::::. ,." .. :-~ .. ~.:""'.~ .. '~~. "'~='_''':'';''/'~. :-'~ .. : :'':';:--:::::;~''~':';:' y"t":,:-:..:.,~'._;,; , .. :'j; ... ~. 

logical or .equieable. basis upoc which co .hold che eocpany·s fo~~r 
\ .... ~' .. '"-.;, '.'::: -~ .. '.:.:.::.. ~ .... ;-.' ~':.,,": ,I,,:: ... :_:...: , .. ~~:' .. ", "~,' .. :-;,:,:::,,,,:_"';::-~.,~,:::-:,,",1 ~ ... ,;;.-:'~-I __ '~f 

ratepayers responsible for .ea?i~al losses ~hich ~ig~e ace:ue. . 
,-",I'~ _.,' :' .• -:-" • ':":~'~.- ._,.:-:: ";::, ."':"~~:7.: .. ,:::': '.,' ,.'~:~~~,;:~.,:: ,=,; .. c>.,:.,,'::·-;::~'::-":f"':';~r i .. ~,/o.~-'I'~ :_ .. ·.:1 .... _, .... 

Si:lce shareholders bear t:!le eneire risk of loss, they are entitled 
-; '". ;~; .. "';.'::- .:.' .. : ,~, ~; .,; :'~ .~ 7.., _ ,...' :' :-' .... ' .. : : -<:" i, :.:; --: ~.' ' "::'. ,_, ~ ~ ,~'" :-:- .. ' .. .-: ;: .. ' --.: ,-.. ::': ~." ', •• ,/ :; ~'_l ''; ~: 1. 

to the ent:ire'T:y of anY'gains as well i::lc.e~ a risk.analysis. 
~ :. ,",,, ~ ""'~ .-:':- -:~: .. ".: ,.. :::. :':.. -~.... -: •. : ",'" "'-.:" /. .. ;.,.; ::.~ ': ,; ... ,# (,.. ~ .,:'" ': ~." ... '" _... :.' :: :--" ",,' :':-: ~ , ~'~::' ~,~,:..:' \. ;'" ~. 

As an exa=ple, a public encity cond~r =ay ?~chase t~e 
-:- -:- "':. -4.:' :.". _.": ... e' ~: ... :~ .. ,.:.~':,_: ~~.:. 'r';::" .,.: ,\.:'- . .." ~ . .:, ,,,;'-:' __ : 

ueili~y's asse~s at a fair ca:kee value es~ablished ~de~ jus~ 
-: : "':.' "'; -",~ ":' :-~, : > ..:, '-, .: ... - ; .. ::' -. ',: .. :. _ .. » :. ~ ': ":, ',. _ ~~' ',~ ;;.. _ ~,: ''; :-. "" ,: ~~ "', :~.~~. '~f_ .... ;:'! -= ;': ~-~' . .: ": 

cO:lpensaeio:l preee?ts. If t!le. ?~iee paic _ is below 'l?Ook., value., the 
: •• :: .. ': .... - 1", "./.:' .... ::, ...... e._.~" ... : .' .,;: ;"~... ~ ;::::~""",~~ ..... ~ •• _~~-.~~:"-\~".~.:,::., ~"'L'"'"7.:.\ .:,..~'\ -:., ...... ~~.~, -,".-

t!:i:'i:y' s i:lvesto::s have no basis u~r.., :,Nhic::' ·0.... • 4 the' 
r'- ,- .. ec.:U,:.r • .,. :'::r 

• ..1 ..... _ ... _ ._ '.' ., .,. ._ ... _ '~'T' '"" ... ":..... '" ...... 

fOr:::le:: r~1:e?ay'~rs .. to eOtlpensa~e ,thee fo~ the loss." ~ 1'he~~sale has 
_--':"~.~"'::'':''':~~'.'':...:.;::.,. . .....:.:-:.~.,::'''::':: .... ,. : ... ,:._:._ .... ; I .. , ..:.~.:....:.:.~ •. ~ .• ~ ~,'~;"':';;' 

co:ple:el.y:sever~d ~ehe~ :-elat:ionsh.::? .bet~,Je~~': the :'sha::eb-o'!<:ef anci t:he 

=~te?~~::. •. ,.~~sect~~~ly ~ s~=:~~ld~=s are e:lci:;le~.: ~o~:f~e ~~~ ...... . 

eX:~:."lt of ~ a:y _ ~a?i;a.!. gai:l~. aec:"t!i~g_ f::oQ .. a. liG.i;i~~1:ion ,since~;:hey 
':" ... ~_ ... ~u''-, ¥.,.,.' ,' •• ' ••• ,.. " ...... ,', _." __ ~ .. , .. "". :",_"."_",, ... _,~< ..... ~, ... , .. :" ' .... '-' l ...... ~~_\.,.',.,' 

stance. 

. .... .. ~, .. , ......" .. , .... ~, ' .. ' ........ -., .... -

_~22-

.. 

• • 

• 

• 
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3. ,- 'AGjUs1:=ient~~o~:or:rginar':c;~ii'<'" 
, . .... ' ..... ~_. 

,~ 

, ,,-... .. ..... 1'", ,....o-,.n_ 
" :. .......... ' -':.. ..;,. .. :.~~ 

, 'Inc"Sor::e-"~nstanee~: =::iie ba:~e-'~-~'e:ot:rPi::(id :ti~n 'o"r:;:iitiai; ..... 
coS-: a-:t:e=-: ee=-::a:'1l 'adJ-us~en~s:- :are Q~cl=e ... '::;< E:d:nen:e~~btl:g:: ·~u~~: -'" " 

. . _ ...... ~ .... ""r''' r,. J't" .,..+- .,pr" -,...,.., .......... ,' l·c .• ,'- '--f .. • "'" "'\ :... • .,.,~- ~; .. 

a.djus:~nts·' a:-e' '"d!sallowa:nces- "fo~·i'::.p=Ud'en,:~"ex~ne-i ":Ures-:- i·. e:':-
ex:;>enc'i"~u;:eS"' ;..rhicl:> 'Coula~ have:: and~; 'shoul;cf ~ve:: b~~:::' =avo;tce~f o=~: ;.:..: .:::<:: 

_. " '." _<,', ... _ _ '.... '._ .... :. ... , ...... ~:'"" ••• '" .'. , ,~ ,..'. r .. _ .. , ..... ,. :. t" _ I ......... ,: ~ :...' ~, " .. : 

=ed\!eeC~ ~=:=OU'gh' ':h~ 'exerc:i'$'e" 0:- due'" ~anager"ial- 'e'a:re~ andexpe=t:ise.-

Sin'C:e·' <fi'sallOwanceS:'re-: ~o 11y' bo:6e~ bY;: u~l:.l'lij" ;s·:I·;,hi=~b.oia~rs=;= t!i~ 

<\\;:eS:t'iot::: :a.rlse:-i· ,tt 1;0" Wb:t:c1le~ :s'ha.=eb.o'l'de=s~ 'a~~~' 'e~'t'i:l~ :t~: cip'ifi'{' 
gains allociiole= .cPo:.- ~he: ba.sls':o:: ~hese: ~'i:es'te<f riskS: 0::' '.,.:: :., ~.;. 

i~es·oe:rt;·::: F=a:i::ied~ 'S:o.otner· 'wa:y-/ the:: ~-i'es~ion: is:~ ~"DO:: '~h.ei~'~~i'c:a.bl~ 

:', -:.: ,·,1-6.·, ·che=·'<!{sal-l~ane~s· ease'~::i~' can: h:a~cly; o'e:;sa1d-~~:;~:C; ;-~, :. 

s~.a::e!lolde=s a=e e:lt i -:led ~o soo.e :ewa:d for :n.a.:lage:i~i~' i~r~aen~e;; 
.~- '" "" ...... ,~ 

Such a conclusion =ecoves one incen-:ive :0 act ?':'U.o-en-t=!y';;· Mo:'e-
, -, 

ove-:''-,: a-::d~sallMnee iii- ::his~con~ext~is~~iil:e:l~~d ·:o:'b;;:a~-ha.~sh a:lG 

.~ ;. . . . . 
histO-:-y:. "''!'he=e is:si:l,ly::'no good :-ea.son'::;~o save:': :.:ves~~=s'; f=oo';':~f.e 
in:endee:::e:fec:"·of: ehe::ci:.sallowance;': ~'No :-ga.~ns ne~<l~'equi~aSly':b~{-'-: 

...... : 

"'/' • '.', "" .. - "-. -. ,.' ... : ~< - , 
"' ..... _." ... _ • " •• __ '<--t ,.,' ,., ........ ( .. 

-';'2'3-
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...,..,.;~ h~ ('t. , ',' ,.,., ." 

..... ". ...... ~ 

'.:,. - ... , ~ - .. ': It .. "', • 
There are cases whi,ch J:J1J.y j ust.ifiably~ .be_L:ea..t.ed ...... '~~, ........... ",' ..... ~'... -" ."' .. ,-.. - ..... ~.,~. 

di:fe.ren:,ly =.=9= ~he, .d.is:allowa:lce .exa::ple,.~, ~ l:l.some..~s, 
- ... . - I:; - .' - _' .... .... _' - _,. .... '_ .' __ - ". - -'. ',' _.... I"" _ • '.' ... '.. _ ... ~ .. '-~. ,.., 

u~ilir;i;e~: ar.7,A.,¥.:,::~r;, ~~c:: s¢~d: ~t ,~.?=,i~,~_~e.~~:.= ,:;~:bpo~",:y~l~.,: 
'. -

1:1 ~!lose case,s,_ ~e ,Co,t:l.i.ss-ion. has_ h.eld ,dl.a.C. race .base a.nd..J~ . .at'.es _ 
•• '." ~... , '. ~ .......... - -" ,'. ~, ~ - • -' '. ~ •• - , ..... pf ~ ,- - , .... ,' ",,, .. - _ .. ' ........ - ... _. ~. - ~.... ".. .. 

sho'l.:ld .. :lot: be, ,a.ffected, ,by, ~e t:-ansaet,ion.. and .tha.:.~. tile.r,e':o.re." .. t.:l:e. 
- - >-.,' ...... ---"". ".:." - .- -, " -_... '''''' ~~ .. " .... -_ .... ',... .... , ..... " .. -- ., ....... ' .... - • -". • 

:'lew ~,e=_' ,s ft ~=:'g.i.::al eos,e ft should. be.,. ciisr.e.ga.=:dt:c', ,.in. £'a,v¢r- 0:.£.-:;. _ :::.'-: 
" .' ..... .. '.. \_. _. "".., • ,,,, _ .,. _ _ ,'" ,,' ., ~j.,... _... .',,,, "'~. ,~.~ ".,. ., , t.· - -... .... 

hi.s:o:,i(!al c~.s~~ less .. dep':'eci.a.tioD-., The· ~.i.:fe~.~nc~,;.;_o:=~ .";n:,eQ:.it:r:l:7."; .~. 
• ... , ... _ ..... _ .. ' _ ......... , ' " ~..". ... ~ .. ' __ • .... ,.,. ..-\ .... " '. _ -. '-" , ' ,e 

·be-:~..:een, the ewe .. values .. is .. :.eco=ded. .as .an '·.a.C:G:u.isitioA.,.a.,ci-j.~~'C.~',' . .: 
~. '" Jo __ .... _ ,....' ... ,~. _ ~ .. '" • • • ............. ~. , ,..... .' " 

a."ld ther.eafte: igllo:-ec· :0:. re~:ul.l.r:or7 ?UF?O~es •. ~ :A;l$~~gli:; ~~.e g..iyell _.... • + " - ~~ ., .... ~ - .' 1..., ~ • .... _ .... 

~a:eoak::'::g., :ecog:li.:i9:l.:: i-~;, :~~~no:.: a~w2-ys-:b~: ~:3:~c.::: :t,:;a:::~ th.i.~,.?r~r:..i-:.;m. 
-~~ ....... ~ ...... -,,,,-'" ~ . 

is i:ll?'!:"I.:cie:lt. - Th-cs.# upon a_ scbsequenc sale~ o:.-asse.::.s r~..:e, .. eoulc~. ~ 
'. ,. -''' .. '" _ J _ _ , ". ,,,.' ..-......,. ..... '... ..... " .'..... ,., _..- . '" - ~ ',' ." 'F • _ ..... -'" v 

equitably" ~:-:::.: the !l~ g;:O'l.!? of sp.a=eho.lc.e::s t.o, 'reee:i.ve. ga.i:1s_.~ ..... 
• ' •• ~, ,.'- .......... ... ,. • e· ... l ~ .' •• ~,), - •• ....., - '..... ~.... ... ,., """ ... '.,. ,-...-. • 

j~sti:ies_ sl::a=eho;'ce:s_ ?a=:aki'!'l~ ~.:;. s~~:;?a.:'~: .o::'~ :,the- ga..ins ::00 ~ a. 
- - >.' - .... ' -... ... ~ ,I ........ _. .., '.- _... . 

sale o:_.a.ss~ts.~, .' _.- __ ~', _._~",_ 
, ~ - _. '. "',~ .. , --' . -' ... -- - ---,..... ... 

" _,_ o( . ". ... '. 
~. T ' ,. ~~,. ... 

'.- , ....... ",--, . _ w~.. --

=is~ a=.a~: .. si.s. :'ecr..;i:'es· a case-oy-ease-assess::le;e 0: .. ~~e,tb.e=. ,i;: :-Tas", - ,. -.- - .,.... ".... .- - ... ...' " .. -' .."... - . , '. " 

=ace?aye=s .. o~.sh.a=ehQlQe=s e:.a: Oo:-e' .::he-:isks~of icvest=en.:.- That ....... ... ,. . .' , .'....... '- .,. " ...... ' .... ... -- --- ~ -- - . '.... - ~, ... ' .. . ." .'..... ..... .'''' , 

C' ~a"" y .......... ':n""··· ~ ..... ', .9..... ....~ .... , ..... "-w. ... -J 'fJItI .... .. 
. .' '- '.. ~ ....... '. . -- ,~ 
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... .~ .. -"~"".- .... " ... 
A?P~IX'-S 

3. ·'AG"'tt-~ent.~ ~o~ :Oi::3ina:l"'Cos:::~:;~' ;:'. -. ,.. ... ~ . .. ..... I'" ;.~.,. .... to 
~( .. ,... ' .. 

, :Iri:·-soce-;~nita.nc'eS"'.~:rate :b'i$e .. ··~~ 'docPu:'e~ '~~; ·o·~:ig£.;.i.i~; -

• • ~ ".. ".. -,... .'. - - .... (-.... ',.'.- .. ,' ,~. ,. "",'. • ,... ....... ,.. ~ ,to\,;'· ... ~ ? (" (~ ~. =- . ~t ~ ~ -:. r':.: :: _ 
adJ'Us't:::l<e~s: ce'~:';$al-lowances- :,:o:,,"~p":Uden'r"expenQ"i:ures. l, .• e •• 

" - ,_ -. .... ~. ~ -- " . r' '", .'< ,... - .. ' ,.,. -, ,..,....., r" :;,,:..., t"' .... ' w. "", ~ .', " '-:' ,~~ ;" 

expecc'i:u::es' Which'could>' have' a:lC "shocld- have~ be'en"" a;vo'idec· o::,v ~ ~ " 
.... _ • + ": ...... _ _ ..... ,'.,....... ", , •• ' :". ,A'''' '. '., '" ,..,... -.r-., ..... ~ .. ,... .... r ,.. ,,,,,' _/~ _:"q"':' '~,":" ;.~ 

=educee- :b.~crcgh' -:he':'exerci'se- of" du:e~ :anage:'5:al-'ca:=e- and 'expe=t:ise. 

Sin'6~~ eisalloWa.nce:s"'a::e- ~olly 006e~ or :c.t:i:lity;"s·;'·~hi'=~oi~rs~: th~ 
f • • ._., • _ • t' -,,",.' '" ~ .... _... ':, ... , '.' _.. .. ~ ~..... .. .... ~ ... ,... _ _ ••.• t". :,..' _,.' t"'" 

~\:.e=s-~ion'8.tiseS:"'as 'to- whet:ne:S'b.a:-eholde:s'·- -a:e-"en'ci:1.ed 'e'o" c-a?-it:al-

c' • • , ,- ,.......... r·' ,,.,.,. ',... ~. _ ~<. If'''' ~, ..... "~: -', j - " ...... 

inve's-oen~'.- ~: F:-a:::ed: a.no:ne:", ¥lay~" th'e" ques-:ion i's .... - "D6- t:b.e'~·'e<t\:.'it:able 

?::'ineiples: ~hich"' -:or:l:~e': basis:" 6f" t.h.e' =isk -:: ~:l.eo:-y,-:-;;: ~iloe~~'i;;ns:':"; 
-.. ' _ "_ .... _. r'" :,,. ...... ,r _ '" '. _ " ."..'- .... ' ... , ...... _,.1-..... • ,_ .. '-' ,,,,; .. - ....... , .. '_ 

=equi-=e ,so:.a:reho~ders~o: ~'cOQp'ensate<i"'fo: clsal1QW'ances?,H '.- ~-". _ ... .. 

.. :In" :t:b:e'::e isall~,.".anees< case>~i~" can:, ha::'c:ly~~be "; 's~id:~ ~i-~:::;':" :.. 

shareholders a=e e::l~i,;led to some =ewa=d for m.a.:lage=ikf>~p~den~e;; 
., ..... - ......... , 'c' 

Suc~ a conclusion ::,eQoves one i~cen:ive :0 ae: ?rud~~:~~~ Mo:e-

ove-:::~: a-~ ei'sallMnce i~~ ::his~eon~ext:~: 'is" i:,.:enCi~d 'to: b~;: a~~ha:sh. and 

exac::·i,ng::- :>ena·lty:. ,. It'- =e?=esen::s""~e:' eoo?l.et:e~' eiclcsi.on':.of~ C.a.?iU!-: 

:=om t:he:~ eo6?ariy-' s= op~a-:b~~:resUl:s: :6= :b.e:, ~oQ.?.i:lY~;s-=enti=e··':: ",:"7 ~ 

h:'sto't'y:~ '-There;' is': s~ly:no gOod =eas~n';;~o save'~ bes~o:s'; f::oo~~:~fe 
, • - • " .. ~'~ , #" 

in::ence(Feffeet:::o:: -:he: d:;s.al!owance·~:' ·'~o";ga:'::'s need::-e<tuit:.i~lY·~be;: ,- .. 

, ... -"'" 
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• 
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...... \:. :~ " •• \",0""" _.,r ..... _, .. , .. 

~... " «, .', 

~ - '1" -.:.::., III ;', 

cieeis.ion ·~o aGO?e·:..a.::=::gid.:-:po-"l.:;.ey~; we ';i.:::e. -ce:=e!"y: cori£·!::min8:~an:~ ;:.";;:-:. 

erlst:i1lg ?Ol~iq; ~of r:is~: ;'ana.'Iyrls -a.nd':=e<i.ues:·~1:hli1: ::.e:::e:se: :'i-ss1:es: 
be a<:id:'e:.s:sed: ,'in ..ap.p.l:tca1:!:ons.''::i,le<:£:pursu:i:ni; ~<> ~Pu;: -Co<:.e::,,;, .;:: :,,' :-:'::; ,'; ::': 

See:'i.on. ~"SS;:,~·' 7'.;.~he:::::o::e'.-· :we", "<10.: 'noe:::-=~a~1:f :t:he ::q\les7'Ciori-'-'~ .:.....t:e1:h:e-r 

~~e:t..~ i1i =7·,sh().~:-:'be .awarced, \sooe: :in.e':'e1:lent:~- .:0=:' ~f.ee (:<1:: <s~ucce-'s;s:ft:.1. 

.ne:g<n:i.a::i.oci :~.esUt~.i:lg:.in.a; 'gai:l~ '.or ·;>eria1.:tz:e<r. ':=O:::~~=$,:e<:essful ones 

, , 

'., :, _:. ~ ... ' ,.:, : . .:..:~;: ~ .. " ~ ,,,1:.; ,,' _ ~J;":':'~ 

~~es:io~ arises as 1:.0 

.. .. . .c ........ "".....' ~. ~; , -+ • - ." gal:'lS aec~:.ng' .... =oc· __ e· · .. ::a.nsae::·:.,on .. ' -- .-, ~ - , . 

~:: :';"25-

eO: ':".::. '.>~. 

~ropOsing~$~~~rchase 
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' .. _ I.",." ............. ' .. 

, •• ', i' 

, -..... , -:. : .. , ..... 

acc.~~g. ;;:~ ::c~e.: sale>-of,< ~~_. ~ .Al.~~gh ;iD: this: :;<:a:S~ <:;.~UtiD: :.' 

~..:.s~Otle::s wil:l::le.ave:. :PG:&E~;",s...:·svs:eQ.~" :;we;. :<1:0: :no:c~.f:in-d ~thj;s.., :;::0:, :b:e:~, ,.~ . 

. d~~s.i~_i.ye-:: ~'!'h~_ ~Ut"" . . 

e,lect:':ic~ sys::e: 

sepa::a:e ::even- .. e .... • '. 'a:s' p",..... ... , '0,(:. ... '-~-
.• ".- .. _ ~ .9. .. ~'-'- __ ~--., .... 

~hole. 

paye::s 

we l:olG~ c..~:. t.~. gene::al bo.(iy~ 9::':, ?:G&:E ':$, _e:l~::i.c: ::a:::e-pay.e::s; .a;:O.e:, -: 

e:l~i~~.:::~ . the, .~a:ins .ac.e:'~:in8 ·.i·:'oc .the-, .,in,s.t,ant: sal-e,_:~ 2,G&:z. :wil:l'~e 

.r-e~~.i.=~(i :3=~~:e~o=d·' :the-. gai::ls~ ,.acc·r:u:..ng:- :::oc ·:tn-i-s,· :.:::::a.n,$,action: .:i::l.-:a.n: 

,a..?;p:'c?:i.a..:.:e.o,pe=.a::ing ·:,e~cnue: acco,u:J:t;:to ,·::e-':.J.~·:.eh:e-:ra..::e?aye::s:·." ',: 

'" .. ,~. ~ -. ' ... 
", ... ," ,.1" .,'" , " ,,- ..... ' ~.: ; ~ ...:' -: ~ . 

"" ," _.-. .. . . " ... ..- ~ ~ ~ ........... , .... _....... .. . 

""",,. '" .. - '.""' . 
•• ..... '_ .... J •• , .... _ .... 

... ",.~ .. ,,, .... ' ~ ~ . 

a-.eas 0- Ca.' _.co-'-a. .... c' ·..l'no 'a ... ..,.,a- ._ .~.t .... ;..,..,.." ..... :!)~..IJ, .. ~ ~ • 
.. _ ........... # ............ u •• 0. . ...... ~. ~~ .. < ...... -. ........ \.l-. . Q....".,~.'-' .. ~'\,6 ....... 0 .. ".., .... , ;;~ ~ :.. 1~· 

-,: :...26-, ....... 

• 
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TO ASSURE LEGIBILITY 
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ce<:is.ion ~o aeo?1:~: :=igid~ ~p<>1.iey·:- we 'a:r~ -me.re!y: co:f:l::in::ng~ ~a!l-:;'::: 

exis.:ei':1g po!!q...(j.f :~s~ ;ana'Iysis .an<!-' :reques :::·ing~t:1i8;'t: ~e,::i;'$s;:es= 

be a~es:se(r ,~':l .:.ap.p.li:eaci:onS::;:i,l*pu=sciini: 1:o>~; -Cod.e:: '",' ,~: -; ';-':' :;.:::.:.:'~ 

See~'ion :'S5~.;:: ·::-u::-:her:lore.~·:we', ·dO:- 'nO:C;;~'.:'ea:e~ ;~he-'~ue-s7:ion' ',CiE ~he:r 

::b.e, :U~ ili =7')·s:.O-cld·.·.be .awarded> "soce: ':in'ci-et:lent:'· :0:::' ":f-e:e :fi:rr 'suceesS:-fu1-

,r..egct:i.a-=ioeS ~::.es:t:.J:::'i:lg;·in "&"gai.n:<>= ·?~ia1.::z:eo: ~for~~~sueeess::ul O'C.es 

.. ,.,;.~ ~"' .. ,."'- .:.:,.: ... ," ..... ;,.. . .: '," ... ',', ... _- ~e· """_ ...... __ .g.3, · .... · .. l.e· ........ -._ .• ~'.'~ 

:.;;-The :.C't~y' :0-:" Reddi:ig:,?=,ovi:Ces -elec::r;:re~' se:tvie~: ~~ 

:. ;e'l.!Se~e:s ·in; an:<!: abou.t :the.' :ei·ty . .;·· "; -!·t: '1'S ':h'e:e~ ~pro-pOs ing ~t~ :?~reha:.s:e 

. ..I ... ,.:s ..... ~< .... • ·o~·-....... ·-o~" .a"'':''l~·'''''''.o.s'' J:""'J6\.-t' ~~-~- . -1 ·e·~~p'.l''''~g''' ·t>,...~"'C""t.~ ... -"""~'n~::1f!""'·\~""ss·';'>o'n: p.,' {"O_ _ ... ~ _ ...... ' _ .... ..-.;; .. , __ .......... ·va·_,. -. _ ....... ' ,,_,~·w,,_·- ..... _ ...,........ ." 
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-<'" .. 
• :,.,.--"., - '::...':. 'II ,,', 

a. ~ut.il.i.ey. ,.a.n:d~ ,ie.s, ::~::::cer; ..:.eu~OQe:s. :'Wo.ieb; marks. a ;li~.:tiea:tiO'c; -::~, .":_ 

orciina,ri1y: .le.axe:s:, t:~:e :':::::ili~1:Y's_., i:n.v:.e.s~o:rs:, .at:: ::-isk:f.o.=:: a:r:ty .:-l~s:s,e.s.~ 

ace.::Ui .ll& :::~ :l:he; s.a.~; ;0:" ;as:se.cs ... ;; ,JU,~ough ,in; ehis~:ca:s.~ ~'Cam: 

C'I.!S eotle:.-s wil,l: :le,a.ye: :FG:&E·'~s: ~sys-:~t:l:'..: ~e:,:Ci~ :no:1:' ~f:ind ::1:.!:l.i-s., ;1:~i -.-b:e-" ::. 

d,is.'?o$,~:.i ye ... ; .. ':he, ~~ i~n. ,r;e::l.a.ins~ .wheeher;:i-1:: :.was: ~s:olely: ,21:h-e:$e: :;".::"; 

.=fl:U!?!1Y;.er.s ·.wh~ .Oo::t'e: :ctl.e:.:':isKS,' .of.,::inves,t:nent. '·,'Ih.e::.:.ans:we~ ..;:is. ~no- .. -,.·:­

,"': ~ .. :. ..'; ~ :~,:.aci:l;i t:ies. ~'to-: :.b:e ~S:O 1<1: ;were·p'a:,~e:. O:~ :...?C&-.E ."~ ~~·~a;eed 

e:1:eee'r:ie:, sys:~:. ,': -:hey; ,~o-, nO:t-: eoes·e.itut:e ~.a-"~c! is,e:e:t:e '~sys:e~ .w::i:th' ~.' ':'. 

whole. these facilities were supper.ted,; :0':: :xG<rEt:s :el~ie .:::ate-____ "" ________ . ____ «.~O""'.~. 

payers in; gene~:al and: ~eh~se ~:.a1::ep:a.Y~::$.; .not; i~s'C=::those:':who- will be 

. t=an~s.f:e-::=~:to. ;.~he: -,Ci ty;o-: ,Redd:ing../ ~e~:8:C :::isk fo-r, ehe ;inVe:s:t::let1 ~ 

we hO.ld :tha:. -:he . ..&ene:al: Oo,dy.::o.::, F.G&:E':s·"elee:C::i.c: ::a:e:e-paye::s: ~a:::-e;_ ::: 

e::l.::~~ .:~ ,th~: ~~in.s_ae.e:u:in& ·t,:oe ,ehe-.. ins,tane· sal-e:_::: ?"c&E::~..1il:l ':.be 

.:,e<:_ui.::'~ :e~ -,:::e~.o=d·: :.e!l~ g.ains~ :a,ce·t:U:i:lg: :::oc ,;:h:i-s:. .:tran.saetj,o.tt .~i.",-: ::a~ 

a.?..?=.c..?= i:a~:e:,o.?e::a t:i:lS ::eXCll.ue· ~ee<:>u:l·t. ".to . ::e::~ee~':.:.t::h:e- := a.t:ep-a:ye::s"~ ',' 

. ," \." : .. :': ,. .. :. ~ ,~.:. :." ~ 
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APPENDIX B 

t " ... ,.. . ...... :' ,.....c 
__ 91' '" III,ooo---V'_ 

2. The city,.. .a Califo::r...ia :~c.i.pal.. ,co,rpo=a:io'C.,,.. £.o= ... :.s.o..~::: 
• ,_, ~' .• :-. ":: .: .: - ...: -•• ," ~....... 't ,- .... :.., III _" .. \-.' '., -', ~ - ,.,.... .... 'r ' ~,..~... - _.- - ....... '." 

~i::le has owc.ec a::c ope::,a:ed an .. el,e,ct:.ric .. dis,c:.ibu.t..ion .s.ys:e:t. in 
~~:,~~ .. ,,' ~:":.'= :.,'.;:; .""': ... : ~ .. :.~,./;::"~ ,,;, .. ,,; .. -,...;.,,_ .. :;" _ ..... '.,:'.,-. ..... ' .. ,_ ...... , ....... ..," -#" ., ..... 

araas wi:!li: :r.:nicipal li~it;s. " .. H;' •• ~ ,'_' 
:: .'&,,: ~~. :. (::. ~:::; -: .... ~ ..... , ::.. ;..::;.. .. ":~..:.' ~,~ .'; .:: ..: : ..... :"'~ ~~,". "f ............ '" ~ .. _ .' _ ... j.... "... ..... .'" ,,"'.. .,. _'. 

3. .A1:., _di:!.:eren~ .t:im~e,s :~iu.i:l_ .,the_ ·past,.~ye~s.~-l:he" c~~~:has~.: .. ..:. .;.:,., .... ': '~.... .. .. , ... ~ . : ''- -~ ...... ~ .... ".' .>~ ",' ..; _'." . ' . , .. -to .. +,,' "'" .. '"''' ..... _ ..,., .j" _ .... .,.., ...... • 

service or ~he o!.>liga:i.oCl to .pro.viC,e ,e.lect,::ic se.rv.ic.e .was the 
~ , . .', .... -: :.":.: :.~,' ~"':.~.. '<.:.-. ....... :: : ~_., :.. "" __ -~~ ~ .. ;, ''':'' ... ',,, .... y,'" ~ ... _ .",...... ., ,,:1 ..... '.". -.J ..... • • ,,",. _ ....... r ...... ' 

obliga~~on of ?G&E. 
: .:. _ :,.' :. ; : ~ ~>: 0'.': '.:. :: :- . t' ': ',.' : :.: ;; ~: - - ... I .... :;~ _ ~,' .~: 

"'" ~ ..... -~,\ ,.. 

4. 1:t ~h.e i:lteri::l since annexa~ion;. ?,C&E Aas;",conci.:luec, eo.' 
~ : ........ ; ::: :.~: "',::. .. ' '. :: .... • ~~: ::~. :::: ." • .: ~ ..:..: ....... ': ..:. .:.. ... ,.' .. ;;:.., ... "" ,*,.' : .. ' ~'.. .. ..... ,~. _~ ....... _,"" '"' L _ .... _ c' _ • .1_ 

proviae r.:ea 80-1 0 ~:h; ~lec.~:,ic~ .. s.eryice.,a:lc .. was~ :eady- if ., 
: -". __ .: .. :: -:: -: ,*. ~ '*' .,' .. ,:'" -: _.~ :. .. - , .. h" ~,. .. ,' _ _ .... "".~ - -..... - " .... ! .... ' .... , "" ....... .... _. "'. 

=eC1!es~ec. :0 provide. A:eas 80-6,# 80-.7 ... _ ,3.::.d_ SO-8 .. w.i:::.h..--elee~r-ic· • , .. ,: . "" ~.':' ~"'::;--:- ,"",_:...r::, ... ' .:-'_:... .... ~::._ .... ~ .... ;~ .. :·~.,:,_:..;....,;c ... ~ .... ", ____ '_ .. , .... _ .. ~ . ... N_ ...... ""'. ___ ' ... , ..... 

se:vice .. 

5 • 
. ,.' , .... 

,. dO ~._ 

-- ... ---' .... , 
-.- .... , '-_ . .., .......... ' .. ,.-

:'n ::b.ese ~o~r areas, ~d has_ cont:=ac.ted: ~i.:b.. ?G&E ::0-. ?U=c!:.aset.he~ 
~ ~:: ..... "'. : •• - .... ~~ ..... '_ ;.,,',,; _. '.,,' '",.. .. 'W' ~ •• ,: ....... ,,.'.' .... _.L· ....... _ ,,~ ....... ,."",,, ' ....... ,,., .. _ .. _. 

existing eis:.=:'b'C~ion a:d. se=e~t. light,:'n8_ facilities .in--"A:'ee. ~ 80-1 0 
.......... ' ... - _ ,:. ,:.- ~. :' .... ' .. _.J . .' .,... .. ,' ..... ,W" ............ _ •• ' •. , • _ ...... ... .•. " .. ..'. 

~-O'" '0"'1".0;:' <3 ... ..1 ~~.;." ~-.c:o-~ .. a- .... "hese ':a.c~' ~-':es .: ..... 0 _lo. .... ""~-y"s ......... • ~ .. ~\.l. 'IN .......... ... ~-.. .... "':- .. \. , ...... , •• _"_ ............. , ............ 1I;i;r.,.. ...... / ...... " .. 
• ,,' :- .• ' ....... "::"': .. -:. -:~. ~".:..:: ~', :~.: ...... ' .. ';, ... ~'.'" .... ~ ... ~:".,..' ... "' .. ~.,. _"''' _ '.~'~""'." ... ~_ ............ 'J" ......... " 

elect::ic <iist'!'ibt.:~i?? syst~." 
....... _. "" - ..... ' ... ,~.' ..... 

6. The ;>'U!"chase ?;i~e :legoeiaeec. oe--twee:l~ehe:.city a:lc-?C&E ., . -"_< .. :-~~ '.:: •. '., '.: __ . -=~,\ ".1--.' .. , ..• : ...... , .... _ ,~',,", ... " .•• " _ .. ,. ....... , ....... ...-.,..,' ,._ 

-:::'e :a.c:ili::ies. e!:!e ?=o?Osec. ?ay::ene_ of . :let . val~e _?l1;s ~.1S: ~·~o:: . ..- "; .. :.. :,..' ... ' . .,,::. ~. '..,'... -' . ~.. , ..... .:: ~ .. - ...... ... .... - ......... -_ ... '" .' v ... ·~ _ ... ' ..... 

. ," 
.... ,: . ..:.. -
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AP?~~:!:X ?;:, \~ .. \" 

..... r" 

, ~- .... , 
r"'" 

- ' •. ',r i 
• ~-<"~ 

. " ........ , "'".,"' .... _ ... ":":".:- ,,": 
, ..... -' ,.- ,!, 

7. ?GlcE ~ll ~on:in'Ue :0 own. m.a.1ntai:l,. and operate c:e:::,:a.i:l 
.. _.' ' ..... __ ~._ .• ,., ',- '.- .... +.<,- ," ',--r-,.:..', -',-:";:, .... ~ ... ::. .;.:. .. :,~:' 

:h::'Ougli "e-i.:::'et:±1: 'l-ines -in" 't:h:e "80.;6 ~' 'SO-,-;' -aDd '80-'8 a.reas. 

8:.- ,:' ;The :fU::l{-sllSi :'o:~"'eie;e~£iC"s~=~:::;~<:i~ :-~Se :f6~ ~ex~~ 
. - ....... . .... ' , ... ' :.. -.,.,... - " ........ -.;..~ .... '" ,', .... 

a::eas by the ei:y ~ill not rescl.: in '£a-c"e's mid" -'cliaiges'-to: ~ thi" - ~ ~ 

e~,:'otle=s: O-:~~b.eie·~a:=eas ~in"-excd;s": ~C:£ ~t.lio~s:e ~:iifC?;~o =p&::: .... 
.... , 1"" ..... '.-~ ,.._'. " ,'.'.'" ' ...... , -" .... ')\ ..... -'-~~~:::: • .::..: jl~',:<,._::':'""';" .. 

'9--. "': "!b:eie. ~s':o lclown- ·oppo·s"::t'iori' ''c.o ~:ae ~piopoied sale ane 
'.~ , -.... ., .... 

it. .. a1:t-S... _. ." .:~: :.' ~:,.' -\ po .......... --" ," 

~ j • .." - .. ' .... - ....... "" ....... , 

..... ~, .• : 

ro:. "Il:Can"·ce Seen" :w~:h'rea:s~bie'c:fi·:f-:i.tn~i' t..i.ii-c -;~~~;e' '·i~" 
no p()s$i~il:!.:y U:ac :he sale 'and t:'ans:e= of t.':i:e~i:':~i·i-:.:.-'(iui~=< ,~: ,::~, 

:aeil'iti'es~ 'ilo~e-!l~Y ~a.ve':'i :sign'{f::dari:- effe:'c:T:,: ~n '~:;e ;e~nvi:;;ru:len:. 
• , •• ,' I _ • r~ "~,'~' .., /" 

11 .:, 'n!e?roposecf 'sale: -and" 't::~ife::::,- 'of =-:'b:es'e ?a.rt~i~cula~~'· " -~ " "' 
:acil:::'t·fes:".~ 'Qld~=-' all: ~lle -:'cond-i ~ion~- ~~?iie~~te:: . .; :~~-:~ld' =no:'i' ~_I:" :: ,,'; 

':, .... :,. r""- I • ", 

ini::ially acve:se to :he pt:.blie i:lce::est. 
....... _ .... 'l' .. " .. 

. , .... ".... ,- ~ . ' .. ~~ 1 2~~ -: I.:':l~ ex::-e:is-:.o'n:, 'bata.:ces', -t'o ':he :Ch=:e:e~' cus'toQers involved 

...,ill ~, re:~de2 by', ?G&E'; after:' the' ei-:.y." ass~es' '~e;sh'i?'" :>,' 

: 1 :rOo :': The ~=ansaC:~'ion ~h.i~h·: 'is= tb~=slibJ~ci::'o~ .. :'j;.;~:'O~-:37~: C,' ~ ;,'. 

, " 

=a:e base valt!e of -:.h.e pr0:>e::ty to be' ::'~'Sfe~r~~;: -:: '::;:'.::: ::.- "::= :':' - :,' 

--
~ .. < '-i4:::~ t;·'de-:.e:-:i:i:g whe:~er:~a::~?ay~;~ or'~s.~~~hoiae:::,s:a:e 

." ,......,~ . ", ( • ","'h , _' - .': ~ ...... : :. :'"" .. :. ~_" ~~: =- "':;~ ': 
(;:l=i~J:ee't:o :'t:he" gains ;'0: ::es?Otlsib:Le ":0:-" ch.e losses' aec::uing froQ 

.. • , .. " ~...." .. .-,"" --, ... .,....... "" ,.V _~ j - '-'0 •• i ". , .. , ,- :.~ - .. ~~ .. , ..: - ;~ :-: '.::. ~~ :: : ~:., ,:; .:, I 

sales :0: ~c:il:;:y'-?la.."'l~;"~is Co=!ssio:l~"his:or::callf:-h..is applied 

a. risk: a~aiy~is. "e:~e~s::ng :6n '~,J~:rcS ;:g;6~ ~6'\:id .~~~7 bo~~ :;~h~; -; ~-: 

res?onsoili:y :o=: ':~~:!:2~:;off"'of,:a::ea:?':::cai":ai;e~ ori ;a;:<!.as'~;b§::~a.;~:' -
basis. 
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15 .. 

:b.a:l a liquida-:ion; tbe facilities being:said2we:e2suppor:ed by 

... 0 ......... :...as' ~''''g t"''''''''~;e'''-e..l···, """""'l.-s~·C?-e-a'· .'Io._..ly 'o;;"--~ve-s ..... .,~C" • 
.. ,., Q .. ,. ... "",~ ..... - .... ~ ... ... \,I..L·'ft"...... .~"'O~ ..... '- ....... r,J~ ~ .-~.........e. ... -r-.1 ........ "'~ 

a ...... sk··O:o- .. ··he .. e-'Y' · ... e ... .;·--e ... ~ ""' ... ~.,~.M .. L>.-..A;; of .,.~ .. ~-...... ;.·-'=""e.:.l·~ .. .,..~e·s ......... ... ... _~ ... _ _" Q, .... __ t. .... ~_ ..... _y.-._..,.-.. .... '-.... -v- ... _ ~ .' .. ~ ..... ~~_~ ..... _'--' • 

~ .. · ....... s ..... "' ... -... _-s .. le.-:~ : .... '.~ .... _~_.,-_.,:.~.':" .......... .---. ' ... -- ,.. ~ 4iiIP __ . _ _ • _ ~ _ _ ....... :,........ ,....... ~ .. J ~"t ',.,.' '" 

-. .,.... ~. , 
, ... _ ... ' __ :or' 

"'e'" "'" e..l· 0-'=· ~·s ele .... ~ ... ~ .... ,'? 'b", ... .;." '.. obl~ ... .;.0... • .... ,_\0. .... --'=--.-~, ...... v \,;0'.' ........ ,. ....... _ ..... ,..' U .. l.e~u ....... l. ... y , .... g8. ........ s. ... __ ~ .... ~-'O;'\7\.O. ...... ,. 

an:lexed a=eas • 

,::. '. 2-;;:·~.:PG&E: ~b.oul<i!.De-::'=eo:uired: to::,classi£y th.e-:gain·r\realized 

over eeprecia.:ed:: :>oolc:value o:::'tlle:'::elec-=::ic: sys::ems..:: involved: in::~: 

:his:. ::,a.--ua.c::io:t.,_ exee?e·.'.:o::; $6::,;452,;:, as: o;>e:a:ing =eve~t:.e.~,;;::;': .. ; .... 

~o .. :;,,'.. J~ ''''0 - ,. '.- e·:.l,·,·"" .. -..~·~·:.. _wee. .. ? ... pe ..... y-.l..S~ us IOO'''U.P.~., .•. !.... . .... .,_ . -
. 4 ,. -. II~' p_.\o.., ~ ...... l.ea-.l.-"'g;~ ~ ..... 0 .. · ne"ess ~.-v ':, .. ~, . :',. ~. . .,' .', "'" .. - ~~ . :~""" •. ''''' .......... .. s.:: .... .... '.. ...... O' ... J,. -) \, '.r' .e •. ,'._ ~.'~. ",::".'~~_. 

':0 1 lo~"" 0-":'-· -. - :.. c' _. w ...... g ..... e • .... , '''' __ ' .,..... - ........ ", 
•• ,: • '"' ... "# -".., ...... 

-. ,~ , 
• , ......... I .... _ • ~. < .. 
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. ~ --. -. ,.-.' .... ,~. 
~ .... ~... ... .' - ... ... ... 

;.i .. . .... ' 

-'" ,·1" ,~ .. r~ .. _1...~. __ ., .. ~. ,- ....... ~ a.-I: .. e- ... Io. e "e';:';:ee-':v ..I~"'e-o';:'·"''''':-s 'o ...... e-
'.-< ..•• _ ... W.l,..;l: ___ ..".x_ ... O'Q,-~# .-. .. -. .. 1. ~,' ........ e~.~'t. .... """"'..... ",,-,_, 

Paei£±e·.Gas :-.mci:: Elect:::ic ,:,Company.: (?G&E): _ ma.y':selLan<:i.;: e:'aJ:sfer co:' 

. the .:.Ci:y: of" R.eecii:lg. : t'.::'e'~eleet::ieaJ:~,ctis-::,ibu:iO':l'..:and:s-::ee:;.;, -:' :: 2: 

annexed. ~o ane ::ade a part: of t:heir application as Exb.ibit:=.B:.;: :,::":': 

at::ached to the writt:e: no-:ifieaeion. 

, ;,3.' -:Wi:hin:,·90 days:,a::e:: t'.:te-::dat'.e':: of,·;a.c:ual,,, t::a.usfer: PG&E 

shall.:. aCvise~t'.!:e:·Com:::tission~ S~ Revenue R.equ'i::,e:lents :-Divis'ion;;; in:.- ': 

4. 

shalL =a~e re:-une 0: al1.;: line:' eX:::e-:!s;~on;~ ,ba:la.n.ces..;, O't:.1:'S-:.a:ldi::g, aIle 

whe:l.': t'.~se:. ::e:;lcs a::e- eo:p'leee-.e ,." s!lul adV-:..se:. ,x:=:e;, Co=iss-ion ' s 

Reven'_"'" ?e"'.··· ... · "" .. e-e ........ ~s D~ v~s':-o... < ... ~,-. -."0' 0';: ... '\o,~, ..: .... ,...... r'" ,'. T,· " ',,~. " ... ~ "'... ... - ............ ~ ..... .. ...... "'~"o ~ .. ... ....... -,,-,. '" - " .' ~ - w'_ 

-~'~. -30-·, 

• 

.' 
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• APPSNDIX S 

• 

• 

5. wi:hin 10 days of ~~e ac~ual ~=ansfe=~ PG&E shall recore 

th~ gains acc=uing fro~ this ~r~saction in an appropriate 

o~rating revenue aecOt:n'C :0 reflect: the rat:epayers enti.tlement: to 

~hese gains. 

6. U?O~ eo~liance wit~ this oreer, ?G&E shall stand 

relieved of its ?Ub1ic utili~y obligatio~s in cor~ection with 

application .. 

This oreer b~co~es effective 30 days from today. 

Oa~ed ,. at Sa.""l Francisco, Califo=:ia. ------------------
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