
• 

• 

• 

" 

ALJ/rr-/jt * 

I'-'r.::"'tn ':~:~ o)I'l~nrn (J 0-
, iJ Ii ~.d i Ci I Jf' KJ/!I it ,-' ;"JUu ......! .......... ,rJ:....... 

Decision 84-12-062 December 28~ 198~ 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

A~plication of PACIFIC GAS AND 
ELECTRIC COMPANY for 'authority, 
among other thingz, to increa~e 
its rates and charges for electric 
ana ga~ servi~e.' 

) 
) 
) A~plicat1~n 82-12~48 

(Electric and Gas) 

) (Filed. December 20 y '982) 
) 
) 

-----------------------------------
) 
) ., 

,INTERIM OPINION 

On ,November 28, 1984, ,the Commission's Public Stafr 

Division (PSD) filed a motion to: (1.) reopen. Application, CA.)', 

82-12-48, Pacific Gas' and Electric Company '.5' CPG&EJ' 1984 Test 'Year 
General Rate, Ca.se, and (2) su.s~end PC&E" Adv1ceLett.erNoz. 1046-E ,and. 

1286-G, re~ue$ting 1985 Attrition Rate, Adjus,tment,,(ARA) increases, 
effective January 1; 1985. ,These ad.Vice letterz ,eover: in,ereazes'or ' 

$113.8 ,million' or 3 .. 6%', for the electric department· and, $10'.0 million 
or 2.3% for the gas department fo~ 198~. 

. , . The PSDmot1on' is made in view of' tbe' earnings levels -of 
both eiect!-ic' and' gas departments of PG&E for 1984,wbieh',are, in 

excess' of rates of ret'urn autborized oy, D. 83-12-0,68:,' according to 
reports filed'oy PG&~. 

motion. 
,On Dec~mber ~, 1984 PG&E filed a ~e3ponse tO,the 

PG&E argues that: 

(1' PSD's request is,not oased on an analysis 
or ~rojected 1985 r-esults, but is based 
solely on the fact that estimated 1984 

,earned rates of return will :be!n excess 'of 
the rates found just andreasonaole, in, 
D •. 83-'2;...068 • 
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(2) PSD's fOMllulation of utility rate of 
return policy is incorrect and leads it to 
propose an improper usage or the attrition 
mechanism. Tbe fact that in 198'4 PC&E may 
earn'in excess of the rate of return round 

, just and reasonable should not expose it to 
a re-analysis of the procedures-to be 
utilized to mecbanically set rates in the 
attrition year, any more tban its failure to 
earn at the stated level should trigger'a 
right to- greater. revenues during the 
subsequent year. PSD's motion ignores this 
fundamental regulatory'principle and should 
be rejected. 

PG&E also states- that if PSD':J motioni:J granted, the 
Commission should nonetheless, approve PG&E's pending advice filings 
effect:!. ve January 1, 1985, subject to refund .. 

PG&E further states that it has been evaluating wheth~r and 
to what extent- changes proposed in federal, income tax regula,tiorLs 
will affect PG&E's expected result:J of operation:J in the 1985 
attrition _year.. Based on a prel!m1nary analysis of it:J likely 1985 
tax, liability, PG&E''believes that proposecf changes in allowable tax 
deductions available for 1985 will decrease PG&E's electric and gas 
department revenue requirements. According to, PG&E, the, proposed 
changes in allowable tax deductions available for 1985 will. decrease 
PG&E's' eleetr-'ic and gas department revenue reqUirements-by -
approximately $32,763,000 and $4,841,000 respectively. 

PG&E notes, however, that Congress is presently. conSidering 
significant changes to the overall feetera1 income tax. s.tructure .. 
Depending on the na'ture and timing of any· changes adopted,. PG&E's. 
1985 attrition year revenue requirement~ may further decrease or may 
increase. . 

In addition to increases for attrition, the advice letter 
filings include revenue 1ncrea~es related to eerta1n other Commi:J"ion 
decisions which are separate from PG&E's genera.l rate case ... The 
following tabulation details the various revenue increase component~ 
of the advice letter filings: 
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Dollars in Thousands 

Electr~c Department 

. . 

Indexed Attrition, $ 40,730 
Fixed Attrition 91,146 

Total Attrition $131,816 

Gas DeEartment 
Indexed Attrition 
Fixed Attrition 

'Iotal Attrition 

$18,567 
30,772 
$4~,3~ 

Cons. Load Mgt. Refunds 
1984 
1985 

Utah Coal Sale Refund 
TURN Reimbursement 

Subtotal. 
Total Electric Revenue 

Iocr-ease 

22,996 
( 106) 

19,012 
50 

$173,828 

LNG Project 
Co.st Reco,very 

Total Ca~ Revenue 
Increa.se 

20,676 

The Commission decisions authorizing the above items are as follows: 

Attrition - Fixed 
Attrition -Indexed 
Conservation Load 

Management Refunds 
Utah Coal Sale Refund 
LNG Pr6jec~ Cost 
TURN Reimbursement 

Electric. 
D.83-12-068' 
D.83-12-068 

D.83-i2-068 
D. 84";'05-100 

D.84-08:..033 

Gas -D.83-12-068 
D.83-12-068, 

-
D .84-09,-089 

In the interest of rate stability, we, conclude tbat some 
portion of PG&E's request should be reflected in rate:!: efr~ctive 
January 1, 1985. Accordingly, we will,reduce PC&E's request to 
reflect the tax allowance.deductions di~cussed previously ,and correct 
the interest calculation related to the LNG project cost recovery. 
Also, we will adjust postage expen~e since t.he increased. rate for. 

1985 will not be in effect f'Or a full year. We re~erve for hearing 
the i~sue whether a postage increase allowance coupled with, the 
escalation of Ad;Dinistrative and General expen,ses in the attrition 
year represents double counting of an expense. 

Accordingly, PG&E's pending. advice letters should '~e 
modified as follows: 
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Increase Requested 
Less -

.Tax Allowance 
Postage 
LNG Interest 

Total 

Electric Revenl1e Gas Revenue 
Thousands of Dollars 

$173,828 

32,763 
44 

$141,021 

$70,015 

4,841 
36 

1,561 

$63,577 

'. 

Since the above revenue increases for 1985 are authorized 
subject to refund, we expect PG&E to provide an affirmative Showing 
on the reasor.ableness of its '985 ARA request. This showing should 
be prOvided during the hearings to be scheduled in 1985 on chnnge!5. 
necessary to the ARA mechanism as a result of' the shif't "from a two
year to a three-year Rate Case. Plan. 

PG&E should file its showing no later than March 31, 1985. 
The shOwing should include a detailed comparison or '984 authorized 
and , 984 ~ecorded op'erations .. brief explanations of any significant 
deviations of recorded from authorized amounts, tlnd whether-. PG&E 
expects such deviations to continue during the ·1985 and 1986 
attrition years. All parties are placed on- notice that w~ do not . ... . 
intend to conduct a PG&E-mini rate case f¢r 1985', and the hearing on 
this matter will be limited. The seopeofthe hear1ngw111 be 
prescribed at a prehearing eonferenceto be .sched.uled following 
receipt of PG&E's showing. 
Findings of Fact 

1. PG&E should mOdify Advice Letter No-:::. 1046-E and 1286-G as 
set forth in this opini¢n. 

2. PG&E sh¢uld present an affirmative show1.ng to demonstrate 
the reasonablenes~ of its reQuested 1985 AR'A increase. PG&E should. 
file its showing no later than March 31, 1985. Th~ scope or the 
hearing on this matter should be limited since it is not intended 
that the pr!:)ceeding evolve into a 1985 general rate case for,PG&E~ 
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3. Effective Jal'luary 1, 1985, PG&E should be granted an 
interim ARA revenue increase for 1985 of $141,021,000 for its 
electric department and $63,577,000 for its gas department. Both 
increases will be subject to refund following hearings on the 

'. 

reasonableness ofPG&E's request. These amount to inerea3es of 2.9% 
and 2.1%, respectively. 
Conclusions of Law 

1. I~ is reasonable that PG&E's 1985 ARA increase request, as 
modified by this opinion, be included in rates subject toretund. ... 

I 

2. It is reasonable that the increase become effective on' 
January 1, 1985. Therefore, t.his interim .order should be efrective / 
as of the date of Signature •. 

3. This opinion is not a final determination on the merit~ of 
PG&E '5 reques.t. 

INTERIM ORDER 

I11S ORDERED that: 
1.' PacifiC Gas and Electric Company· (PG&E) may file Adviee 

Letter Nos. 1046-E and 1286-G as mod.ified by this opinion·. The 
advice letters shall be effective on the date ~f filing but no 
earlier than. January 1, 1985-. Rates shall a1'1>ly to service rendered· 
on and'after 'the 'effective date of the adnce letters. 

2. PG&E sh~uld provide an affirmative showing to support the 
rea~o%'lableness of: it3 ARA inerease for 1985. PG&E should·f1le its 
showing no :.later than March 31, 1985 • 
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3. This interim decision grant~ the PSD motion in part. The 
proceeding will remain open until review of PG&E's 1985 ARA filing is 
complete and a final determination 1~ made on the reasonablene33 of 
PG&E's request. Until such time, the revenues covered by the above 
advice letters wi~l be subjeet to rerund~ 

This order 15 effective today. 
Dated December 28, 1984, at San Francisco, California. 

DONALD VIAL-
President 

VICTOR CALVO 
PRISCILLA C ~, GREW 
WIL:L.IAM T. 'SAGLE! 
FREDERICK R. <OUDA ,', 

Commis~ioner3.: 
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