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By Decisioen (D.) 89=-01-040 dated January 27, 1989, we
modified the rate case plan for energy and telecommunication

utilities.

As part of the mod;fzcatmons, we establ;shed a plan

an annual cost of capmtal (ACC) proceedmng for seven des;gnated'
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energy utilities.* Under the plan, each utility is required to

file, by May 8 of each year, an application for rate adjustments to
reflect changes in the utility’s cost of capitel. The plan

provides that rate changes will be 1mplemented on January 1 of the
following year.

On May 8, 1989, Pacxfchrp, doing business as Pacific
Power & Light Company (PP&L), filed Application (A.) 89=05-=017,
seeking authorization to be exempted ZLrom full part;cmpatxon in the

1989 ACC proceeding. PP&L includes the following among its reasons
for the request:

1. 1In establishing a schedule for the filing
of gencral raté cases in D.89- 01=040, the
Commission required PP&L to delay its next
general rate case by one year to a 1991
test year. The Commission did, however,
authorize PP&L to make an attr;t;on»rzlmng
for 1990.

PP&L has an outstanding application to
eliminate its Electric Revenue Adjustment
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.

PP&L’s most recently authorized rates of
return are l10.64% for test years 1987 and
1988 and 1.0.65% for 1989. The related
authgr;zed return on common equmty is
13.9%,

For the 1990 attrition leznq, PP&L intends
to use the methodology approved by the
Commission in Resolution E~3115, by which
it autherized PP&L te~1mplement its 1989

1 Pacific Gas and Electric Company, San Diego Gas & Electric
Company, Southern California Edison Company, Southern California

Gas Company, Southwest Gas Company, SLerra Paclfzc Power. Company,
and Paclflc Power & L;ght CQmpany.
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attrition filing (Advice Letter 210-E).
Based on present rates, and incorporating
the ERAM tariff, the rate of return on rate
base demonstrated in that advice letter was
9.24% for 1989. For 1990, this methodology
results in a projected rate of return on
rate base of 8.23% and the related return -
on common equity of 7.69% if a $5.3 million
addition to rate base for improvenents in.
the Shastina area is included, or 8.57% and

8.55%, res pectxvely, excludlng the Shastina
inprovements.

Undexr the Rate Stabilization Plan approved
for PP&L, the utility was eligible to file
for a total incrcase of as much as $2
million for 1989. PP&L assumes that a
similar optien 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 c¢ontinue to be well below
levels currently authorized.

At the prehearing conference of June 19, 1989, the
administrative law judge (ALJ) consolidated these applications, but
left open the possibility that PP&L’s application would be
considercd separately because of the request to be excused from
full participation in the 1989 ACC proceeding. The Division of
Ratepayer Advocates (DRA) 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, so that the request could be considered by the Commission
before the hearings which are scheduled to begin August 23, 1989.

On July 5, 1989 DRA submitted its report, recommending
that the application be granted. DRA notes that PP&L 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. Acceording to DRA:

“The results of DRA’s analysis indicate that
Pacific’s earned return on common. equity at
present rates for_att;ition year 1990 for its
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California operations will be below 10%. 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 juetification for rate increases because the
1990 earned return on common equity will be well below L0%. Since
the utility is wiliing for lndependent reasons to forega such rate
increases at this time, we find that the request is reasonable and
will grant the application.

L. PP&L filed A.89-05~017 on May 8, 1989, which is the
required f£iling date for ACC applications under the rate case plan
modifications adopted by D.89-01-040.

2. A.89-05-017 was conseclidated with the applications of
each of the other energy utilities required to file an ACC
application, and the consolidated proceeding is set for hearing.
beginning Auvgust 23, 1989.

3. D.89-01-040 required PP&L to delay its next general rate
case filing to a 1991 test year, but authorized am attrition filing
for 1990.

4. PP&L’s most recently authorized rates of return are
10.64% for test years 1987 and 1988 and 10.65% for 1989. The
related authorized return on common equity is 13.9%.

5. For 1990, PP&L projects an earned rate of return on rate
base of 8.23% and a related return on common edquity of 7.69% if a
$5.3 million additien to rate base for improvements in the Shastina

area is lncluded, or 8.57% and 8.55%, respectzvely; excluding the
Shastina improvements. '

6. PP&L does not 1ntend to- request an overall rate increase
in its 1990 attrition zzlmng.
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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 DRA’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 10%.

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

10. DRA recommendsvthat,PP&L(svapplicatioanor'exemption be
granted. . , |
| 1l. There are no- protests to the- grant;ng of relxef sought in
A. 89 =-05-017.
conclusions of Yaw
1. PP&L‘’s application for authorization-to be exenpted from
full participation in the 1989 ACC proceeding should be granted.
2. Proceedings in A.89-05-017 shodld be concluded.
3. Since hearings in the ACC proceeding are scheduled to

begin August 23, 1989, thls order should be made’ effectzve on the
date it is signed. :

O RDER

IT IS ORDERED that: , .
L. Pacirficorp, doing business as Pacific Power & Light
Company, is exempted from full‘participation in the 1989 annual

cost of capital proceedmng establmshed 1n accordance with .
Dec;smon 89~ 01-040.
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2. Application 89-05-017 is removed from cdlcndar,‘scvered"

from the remaining applications, and the matter iz closed.
This ordcr is effective today.m ‘ ‘ o
Dated: g”ﬁ 3 QBQ . at San Francl co, Califernia.

G. MITCHELL WILK
.~ President: .
FREDERICK'R. -DUDA
JOHN. B. OHANIAN
PATRICIA M. ECKERT
., Commissioners

Commissioner Stanley W. Hulett,
being necessarily absent, did not
‘part;cmpate.~ o

1 c::.évnw THAT. THIS DECISION. :
WASAPPROVED- BY. THE ABOVE "
ACOMM!SSlON.ERS TODAY. .

Victor Waisser, Ewcuﬁvé"D?recwr

y
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APPENDIX A

Mwmpﬂs

Applicants: David Follett, Peter N. Osborn, Jordana Singer,
Mark A. Minich, Attorneys at law, for Southern Califernia Gas
Company; John J. Gezelin, Attorney at lLaw, for Sierra Pacific
Power Company: Ravid Claxk, Attorney at Law, and Bruce
Williams, for San Diego Gas & Electric Company; Richard XK.
Durant, Carol B. Hennaingson, James M. Lehrer and Frank A.
MeNulty, Attorneys at Law, for Southern California Edison
Company; Stoel, Rives, Boley, Jones & Gray, by . ]
Attorney at lLaw, and William J. Stow, for Pacific Power &
Light Company; Regex J. Peters, Kermit R. Kubitz and .
Richard H. Moss, Attorneys at law, for Pacific Gas and

Electric Company: and Thomas R. Sheeks, Attorney at lLaw
(Nevada) , for Southwest Gas Corporation.

Interested Parties: Rig¢haxd Baish, Michael Fergquson and Randolph

Wu, Attorneys at Law, foxr EL Paso Natural Gas Company; Norman
Euxuta, Attorney at Law, for Department of the Navy;: Orrick,
Herringten & Sutcliffe, by Rokert J. Gloistein, Attorney at
Law, for Contel of California, Inc.; Mapual Kroman, for the
City of Los Angeles; John B. lLeglexr, for Federal Executive
Agencies: Preston A. Mike, for the City of Los Angeles, Office
of the City Attorney: Andrew Safirx, for Mock Resources, Inc./

Salmen Resources, Ltd.; John W. Witt, City Attorney, by

willa ' and Leslie Girard, Deputy City Attorneys,

for the City of San Diego; and Edwaxd Duncan, for himself.

Division of Ratepayer Advocates: Alpﬁ;;g_ﬁgg::g;ﬁ, Attorney-at
Law. : L o - , . .

(END OF APPENDIX A)




