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In the Matter of the Application of ) 
SOUTHERN CALIFORNIA GAS COMPANY ) 
('0 904 G) for authorization to ) 
esta~lish its cost of capital for. ) 
1990~ . " ) 
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. And Related. Matters ~ .) 
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) 
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-------------------------------) 

Application 89-05-0l1 
(Filed. May S, 1989) 

Application 89-05-0l7· 
(Filed. May S, 1989) 

Application S~-05-01.9 
(Filed May 8',· 1989) 

., 

Application.S9-0S-021 
(Filed May,g: , 1989). 

. " 

Application:S9-0S-0Z3 
(Filed May 8·, 1989) . 

APPlieatiori'89-0S-037 
(Filed May 17, 1989') 

Application.89-06-01S­
(Filed' J~e 1S·, 1989) 

(See Appendix A for appearances.) 

o p :r N LOJl 

By Decision (D.) 89-01-040 dated January 27, 1~89~ we 
mOdified the rate case plan for enerqy and telecommunication 
utilities. As part of the :modifications, we established a.plan for 
an annual cost 0'£ capital (ACC).:proceecling for' seven' designated 
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energy utilities. 1 Under the plan, each utility is required to 
file, by May 8 o,'! each year, an application for rate adjustlnents to 

, ' 

reflect changes in the utility's cost o·f capital. 'I'he plan 
provides that rate changes will :be' implemented on January 1 ot the 
followin9 yearw 

On May S, 1989, PacifiCorp, doing :business as Pacific 
Power & Light Company (PP&L), filed Application (A.) 89-05-017,. 
seeking authorization to be exempted ';!rom full participation in the 
1989 ACC proceeding_ PP&L includes the following.among its reasons 
for the requcst~ 

1. In establishing a schedule for the filing 
of general rate cases in D.89-01-040, the 
Commission required-PP&L to delay its next 
general rate case l:>y one year to' a 1991 
test year. 'I'he Commission did, however, 
authorize PP&L to make an attritio~ tiling 
for 1990. 

2. PP&L has an outstanding application to 
eliminate its E:lectric Revenue Adj.ustment 
Mechanism (ERAM). While suggesting that 
any allowable 1990 attrition adjustment 
could be used to offset any ERAM. balance 
owed to its customers ,. PP&L states it will 
not ,request an overall rate' increase in the 
authorized attrition filing-

3. PP&L's most recently authorized rates of 
return are 10.64% for test years 1987 and 
1988 and 10.,65,% for 1989. 'I'he related 
authorized return on common equity is 
13.9%. 

4. For the 1990 attrition filing,' PP&L intends 
to, use the methodology approved by the' 
coxnmission in Resolution E-3;115-, :by which 
it authorized PP&L to- implement its. 1989 

1 Pacific Gas and Electric Company, San Diego Gas & Electric 
Company, Southern California Edison Company, Southern California 
Gas Company, Southwest Gas company, Sierra Pacific .Power Company, 
and Pacific Power & Li9ht~ompany. 

- 2 -



,. 

, 

• 

• 

.• , . ' 

.. 
A.89-05-011 et a1. ALJ/MSw/cac 

5. 

attrition filing (Aevice Letter 210-E). 
Based on present rates, and incorporating 
the E~ tariff, the rate of return on rate 
~ase demonstrated in that advice letter was 
9.24% for 1989.. For 1990, this methodology 
results in a projected rate of return on 
rate ~ase of 8.23% and the related return ' 
on common equity, of 7.69% if a $$.3 .million 
addition to rate ~ase f¢r improvements in 
the Shastina area is included',. or 8.$7% and 
8.55'&, respectively,..· excluding the Shastina 
improvements. 

Under the Rate Sta~ilization Plan approved 
for PP&L,. the utility was eligible to file 
for a total increase o'f as much as $2 
million for 1989. PP&L assumes that a 
similar option would,be available for its 
authorized 1990 filing- However, as noted, 
the company will not seek an overall rate 
increase for 1990~ and the earned rate of 
return will continue to, be well belo· .... 
levels currently authorized. 

At the prehearing conference of June 19, 1989, the 
administrative law judge (ALJ) cO:lsolidated these applications, but 
left open the possibility that PP&L's application would be 
considered separately because' of the request,to-be excused from 
full participation in the 1989 ACC proceeding. The Oivision of 
Ratepayer Advocates (ORA) stated that it was analyzing PP&L's 
request as well as its financial performance,. and that it would 
report on the results of its analysis with a recommendation on the 
request f . so that the request could be considered by the Commission· 
before the hearings which are scheduled to begin August 2'3" 1989. 

On July S, 1989'DRA submitted its report,. recommending 
that the application be granted. ORA notes that PP&I..will' file a 
test year 1991 general rate case and that' the utility'S rate of 
return and return on common equity will be reviewed in the ACC 
proceeding filed in 1990. According to ORA! 

"The' results ,of, .ORA's analysis indicate that 
Pacific's earned return onconunon<equityat 
present rates for attrition year 1990'., tor its 
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California operations will ~e below lO%. The 
utility will not be requesting any rate 
increase for 1990. It is extremely unlikely 
that the Commission will authorize returns on 
common equity for energy utilities in 1990, of' 
10% or lower, even with the recent decline in 
interest rates. ' 

It is possible that PP&L could, by full participation in 
this proceeding, show justification for rate increases because the 
1990 earned return on common equity will be well, belowl0~. Since 
the utility is willing for independent,reasons to forego· such rate 
increases at this time, 'we find that the request is reasonable and 
will grant the application. 
Ijn~i"gs of Fact 

l. PP&L filed A.89-05,-Ol7 on May 8, 1989, Which is the 
required filing date for Ace applications under the rate ease plan 
modifications adopted by D.89-0l-040. 

2.. A.,89-05-017 was consolidated with the applications of 
each. of the other energy utilities required to file an Ace 
application, and the consolidated proceeding is set for hearing' 
beginning Augus,t 23" 1989. 

3. D .. 89-0l-040 required PP&L to delay its next g'eneral rate 
case filing to a 1991 test year, but authorized an attrition filing 
for 1990. 

4. PP&L's most recently authorized rates of return are 
10.64% for test years 198~ and 1988 and 10.65% for 1989. The 
related authorized return on common equity is l3.9%. 

5.. For 1990, PP&L projects an earned rate of return on rate 
base of 8.23% and a related return on common equity of 7.69% if a 
$5,.3 million addition to' rate base for improvements in the Shastina 
area is included" or 8.57% and, 8 .. 5-5%, respectively,. excluding 'the 
Shastina improvements,. 

6. PP&L does not intend 
in- its 1990 attrition filinq. 

to· request an overall rate increase 
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7. PP&L will file a test year 1991 general rate case and 
the utility's rate of return and return on common equity will be 
reviewed in the ACC proceeding filed in 1990. 

8. The results. of ORA's analysis indicate that PP&L's earned 
return on common equity at present rates for attrition year 1990 
for its California operations will be below lO% .• 

9. It is possible that PP&L· could, by full participation in 
this proceeding', show that rat'e increases. are justified because the 
1990 earned return on common equity will be" well below 10%. 

10. DRA recoInlTlEmds that ,PP&L's application,· for exemption be· 
granted. 

ll. There are no· protests to the'granting of relief sought in 
A.89-0S-0l7. 
Conclvs.iQns of 'Law, 

1. PP&L"s application for authorization to be exempted from 
full participation in the 1989 ACC proceeding should be granted. 

2. Proceedings in A .. S9:-0S,~Ol7. should be concluded • 
3. Since hearings in,the ACC proceeding' are scheduled to 

begin August'23, 1989, this. order should 'be made~ effeetive'on the 
date it, is signed. 

ORDER' 

IT'IS ORDERED that:. 
1. PacifiCorp, doing business as Pacific Power & Light 

Company, is exempted from full participation in the 1989 annual 
cost of capital, proceeding, .. estabJ.ished in· accordance . with 
Oe6i~ion 89-0l-040 • 
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2 ~ Application 89-05-0,17 is removed trom calendar, :::;evercd 
,from the remaining. application:::;, and 'the matter is closcd6 

This order. is effective tod·ay., , 

Dated,.' AUG 3' 19.&.9_, at. 'San, ,Francisco, California. ' 

" . 

'. ,I 
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G 6, MI'l'CHELL tor.tLK 
, 'President,', 

FREOERICK': R., DUOA 
JOHN B •. OHANIAN' 
PATRICIA M~' ECKERT' 

. Commiss,ioners 

Commiss.ioner·Stanley W. Hulett, 
:bein~ x:c,ee$$arily~sont, <ii<i not 
part:l.c:l.pate. . , ' , ' 

, . 

"\ ',,"-' , 

" CERTrFY'THAT' THfS.D~OS'ON, 
W *""A??ROVEO-SY THE ABOVE' 
. COMM1SSION.ERS· TODAY •. 

'. -n':""fJJ:' " "~"''''''fJp[f''., ~-'., 
" " " ',' ~ . _ '. ' 

, " 

Victor WQi:;sor; Exooclol1'ivo'Oitcctor 
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APPENDXX A 

List ~Appearanees 

Applicants: David~ollett, Peter N~ Osborn, Jordana Singer, 
Mark A. Minich, Attorneys at Law, for Southern California Gas 
Company; lZQhn It. Gez~lill, Attorney at Law, for Sierra Pacific 
Power Company~ ~avid Clark, Attorney at Law, and Bruce 
williams, for San Die~o Gas & Electric Company; Richard K. 
Durant, Carol B. Hennln9son, ~arnes K. Leh~t and Frank A~ 
MCNulty, Attorneys at taw, for Southern California Edison 
Company; Stoel, Rives, Boley, Jones & Gray, by ,zaxnes C. Paine, 
Attorney at Law, and William J. Stow, for Pacific Power & 
Li9ht Company; Ro~r J. Pet~~, Kermit R~ Kubitz and 
Richard H. Moss, Attorneys at LaW,. for Pacific Gas and 
Electric Company; and. Thoma.s R. Sheet~, Attorney at Law 
(Nevada), for Southwest Gas COJ:poration. 

Xnterested Parties: Ei;ba~aish, Michael Ferquson and Randolph 
Wu, Attorneys at taw, for El Paso Natural Gas Company; HomaD 
rurut~, Attorney at Law, for Department of the Navy; Orriek,. 
Herrin9t on & Sutcliffe, by BQbert J. Gloi~in, Attorney at 
taw, for Contel of California, Inc.; ~nual Kroman, for the 
City of Los Angeles; lZQhn B. Legler, for Federal Executive 
Agencies~ Preston b. Mi~, for the, City of Los Angeles, Office 
of the City Attorney: AndreW Safir, for Mock Resources, Inc./ 
Salmon Resources, Ltd.; John W. Witt,. City' Attorney,. by 
William S. Shaffran and :Leslie Girard, Deputy City Attorneys,. 
for the city of San Cie9Q.; and. Edward !>\mean, for hixnself .. 

Division of Ratepayer Advocatos:' Alber.to Cuer;:ero·, Attorney at 
Law. 

. (END OF APPENDIX A) 


