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XEmmI QPmsm 
x. Sueex of 1&Ci.1sm 

this decision authorizes Pacific GAS and Electric Company 
(PG&E) to increase electric rates by $44,209~100 ana to increase 
gas rates by $39,.005-,000 for test yeAr 1990. 

The adopted electric and 9AS revenue requirements 
represent increase of 0.75% and 1 .. 31% respec"eive1y, over current 
revenue at present rates. 

PG&E i$ further authorized to file for an attrition 
allowance in 1991 and 1992 in accordance w.1th the attrition rate 
adjustment mechan.1sm and the terms of this decision. 

In addition, this decision reaffirms. this Commission's 
:belief that energy efficiency programs,. funded 1:Iy utilities, play 
an important role in a utility's resource plan. This decision 
reverses recent trends of declining investments in efficiency 
programs by both increasing the funds authorized for use in 
efficiency programs and beginning a process of reevaluating the 
Commission's policies on Demand-side MAnagement (DSM) programs in 
general. 

xx. RX9Cedural BalCkg;cound/Oyerview 2f the PX'Oceeding 

A. !XoceduX'91 S\1JI!DlaXY 

The formal process leading to this decision in PG&E's 
general rate case began on September 1, 1988, when. PG&E filed its 
Notice of Intention (NOI) to· seek rate increases. After PG&E 
resolved some 144 deficiencies, the NOI w~s accepted by means of a 
letter of the COmmission's Executive Director on October 6·, 1988. 

On December S, 198,8, PG&E filed A~88-12-005 to increase 
the gross revenues from base rates in effect on October 1, 1988, by 
$365·,009,000, or 6·.7%, for the Electrical Deptlrtment and 
$125,,05,6,000, or 5,.1%, for the gas department... 'rhe- toul combined 
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increase was $490,065,000, or 6~2%~ The rates reflecting the 
requested increased rev~nues are to' take effect on January 1, 1990~ 

A prehearing conference was held on January 20, 1989, and 
on February 1, a ruling of the ALJs set a schedule of evidentiar,y 
hearings beginning March 8~ 

On March 8, PG&E revised its request in response to 
prepared testimony circulated by the Commission~s Division of 
Ratepayer Advocates (ORA). The revised increase over rates subject 
to our jurisdiction and in effect on JanuAXY 1, 1989, WAS 

$195,451,000 for the electric department and $80,151,000 for the 
gas ciepartment, a total of $275,612,000. The reductions from the 
previous request in part reflect the higher rates in effect on 
January 1 and a lower cost of capital than originally projected. 

On March 22, we issued an Order Instituting Investigation 
(I.) 89-03-033 into the rates, charges, ana- practices of PC&S. 
This order serves as the procedural vehicle for considering various 
recommendations that may go beyond the scope of the relief 
requested in A~8S-12-005·. This investigation was consolidated with 
A.S9-12-005. 

An ALJ's ruling of April 24 consoliciated the revenue 
allocation and rate design issues of A.89-04-001, PG&E's 1989 
Energy Cost Adjustment Clause (ECAC} proceeding~ with this general 
rate case. An ALJ's ruling of May 24 determined that the ECAC 
sales forecast would be used in updated testimony on revenue 
allocation and rate d.esign,. 

An ALJ's ruling, dated April 20, 1989, referred the 
testimony by Utility Oesign Inc. COtility Design) and the Engineers 
and Scientists of California (ESC) to the companion investigation, 
I.89-03-033. The ruling also requested briefs on leqe.l questions 
relating to this testimony. Briefs were filed by Utility oesi9n, 
ESC, PG&E, ORA, e.nd SouthernCe.lifornia Edison Company. We 
anticipate that a proposed decision on these legal issues will be 
issued in January~ We also note that Utility DeSign has filed a ~ 
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recent complAint, CAse (C.) 89-10-054, raising' issues which are 
similar to those set forth in this proceeding. It may be 
appropriate to consolidate Utility Design's issues pending in this 
proceed.ing w.i.th. C.89-10-0S4., We w111 consider consolid4tion after 
PG&E has filed an answer to the complaint. 

The comparison exhibit, Exhibit 84, was filed on July 7 
to show the final differences between PG&E and DRk. PG&E's final 
requested increase in reverlues from CPOC .. jurisd.ictional rates is 
$211,055·,000 for the electric depArtment and $74,75&,.000 for the 
gas department, for a total of $285,81l,000. The requested 
increase in base revenues is $249,591,,000 for the electric 
department and $74,75,6,,000 for the gas department, a total of 
$324,347,000. 

The final revenue requirement that leads to the revenue 
allocation, rate deSign, and adopted rates in this decis10n include 
the revenue requ1rements from several sources: the' results of ~ 

operations section of this deCision; the ECAC proceeding, 
A.89-04-001i the Cost of Capital proceeding, A.89-05-0l9i and. the 
proceeding on assistance for low-income customers, I.88-07-009. 

The .i.ssue of the proper level of paymente to qualifyinq 
facilities for avoided operations and. 1M.intenance (O&M) costs WAS 
split off from the rel'Minder of this case by an J!tLJ's ruling of 
June 2l. Opening briefs on this issue were filed on J~ly 7 and 
reply briefs were submitted on July 19. This issue was resolved in 
Decision (D.) 99-09-093, dated September 27, 1989. 

Openinq ~riefs on all remaining issues were filed on 
July 26 anQ August 2, and reply ~riefs were filed on August 16. 
Update hearings were held during the week of September 11. Because 
certain izsues raised during the update hearings required further 
arqument, parties were permitted to- file supplemental brief$ on 
September 20. 
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'. 'I 

On Oecember 14, 1989, PG&E filed a petition to modify its 
rece~t ECAC forecast decision, 0.89-12-015. PG&E requests the 
modification to roflect a reduction of the adopted ECAC revenue 
requirement on January 1, 1990, rates by $103,700,000 through a 
one-time adjustment for unbilled revenues. Although PG&E's 
petition is ambiguous, it should be assumed for the purposes· of 
this decision thatPG&E is actually proposing to reduce the ECAC 
balancing account accrual by that amount. 

There was not adequate'time to resolve this petition 
prior to the issuance of this general rate case decision. In 
0.89-12-0l5" the Commission authorized an ECAC revenue requirement 
of $3,225,20l,000. That is the revenue requirement which must ~ 
carried forward for consolidation in the general rate case. The 
PG&E petition places $103,700,000 of thAt amount at issue. 
Although we are not prepared to rule on the substance of PG&E's 
petition, we should not put into rates an amount which may be 

legitimately in dispute. Therefore, for the purpose of setting 
January 1, 1990, rates we will inclUde the unbilled revenues 
adjustment to 'the ECAC revenue requirement. In the ~ontext of the 
ECAC proceeding, we will consider the mer1te of PG&E"s petition. 

- 4a-



• 

• 

• 

A.88-12-005·, I.89-03-033 ALJ /GLW ,B~C/ jc AL~-COM-SWH 

B. 'EUbli~artiefpation Bearing8 
In addition to more than 60 d4ys of evidentiary hearin~s 

held in San Francisco, public participation hearings were held in 
Placerville, Eureka, Red Bluff, San Jose, and Fresno. Over 
7S members of the public mAde stAtements, And some of the issues 
raised during these hearings require further comment. 

Ouring the hearing in Placerville, petitions signed by 
roughly 4,000 customers expressed A concern about rising electric 
rates. ~he statements of members of the public in Placerville 
pointed. out some particular problems with the application of 
baseline rates to customers living in the foothills of the Sierra 
NevadA. ~he area has cold. winters, and many customers do not Mve 
gas service and are forced. to heat with electricity~ A combination 
of lower baseline allowances and rising baseline rates has hit 
these customers pArticularly hard. in recent years, according to the 
public statements. 

Some of the decisions in this caae--decreasing the 
differential between Tier 1 and ~ier 2 rates and implementin~ a 
low-income ratepayer assistance program--may help· reduce the effect 
of the baseline system on these customers. We remain concerned, 
however, about the suggestion that these customers~ efforts to 
conserve electricity have come bACk to· haunt them in the form of 
red.uced baseline quantities. Baseline quantities are determined 
from historical consumption levels for each climate zone. All
electric customers in areas with cold winters have a strong 
incentive to take advantage of conservation pro~rams and. equipment, 
and we heard repeatecl testimony of c~stomGrs who hacl made 
tremendous efforts to reduce their consumption~ If reduced 
consumption due to conservations results in lower Daseline 
quantities, which in turn diminishes conservation"'s effect of 
lowerin9' bills,. it is not s~:rprisin9 if these customers beqin to' 
question, the value and effeetiveness of their conservation 
investments. 
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We will direct the Commission Advisory and Compliance 
Division (CAC~) to investigate the extent to wh1ch conservation has 
led to reduced baseline quantities, particularly in the zones with 
harsher climates.. The report of thi~ investigation will be due on 
April 1, 1990, a date that will give us time to consider whether 
any adjustments should be made when baseline quantities ar~ changed 
on May 1, 1990. 

Speakers at the public participation hearing in San Jose 
re,ised several issues about the problems customers who do not speak 
Er.,g11sh have in dealing with PG&E.. The ALJ asked PG&E to- work with 
the customers raising this issue to see if a bilingual person could 
be assigned to, the office serving these customers. The ALJ also 
directed PG&E to consult with our Public Advisor's Office to try to 
develop formats for printed notices to accommodate translations or 
summaries in foreign languages. 

PG&E serves an area where many people who do not speak 
English live~ Many customers who- speak only a foreign language 
tend to concentrate in specific geographical locations. As a 
matter of good policy and gOOd business, PG&E should make 
particular efforts to assure that all customers in these areas are 
provided w1th good service that responds to any utility-related 
problems that may arise~ An Ability to communicate with customers 
who do not speak English is essential to serving these customers 
effectively. 

We endorse the directions of the ALJ on these matters. 
PG&E reported that its labor contr~cts limit its ability to assign 
bilinqu~l wor~ers to particular offices. We do not seek to 
interfere with the terms of the contracts ~tween PG&E an~ it$ 
workers, but we urge PG&E to d~ everything permitted by existin9 
contracts to assign bilingual workers to- offices that serve areas 
with a substantial population of customers who speak only a foreign 
language. In ad.dition, when labor contracts come up for 
negotiation, PG&E should seek to o~tain some flexibility in 
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assiqninq bilingual workers to offices where their linguistic 
skills are needed~ We further direct PG&E to· continue to work with 
the Public Advisor~8 Office to· develop notices that are meanin~ful 
to those who do not speak English. 
c. X:n:texyening Pgties 

The following list identifies the parties (apart from 
PG&E, ORA, and the parties who· were concerned only with the O&M 
issue) who partieipated actively in this proceeding and the 
abbreviations we use to refer to them· throughout this decision. 

Anchor Glass Container and Energy System Engineers, 
Inc. (Anchor) 

Association of California Water Agencies (ACWA) 

California City-County Street Light Association 
(Cal ... SLA) 

California Department of General Services (DGS) 

California Energy Commission (CEC) 

Californ.ia Farm Bureau Federation (CFSF) 

California Large Energy Consumers Association 
(CLECA) 

California League of Food Processors (the League) 

California Manufacturers· Association (CMA) 

California-Nevada Community Action Association 
(Cal-Neva) 

Cal.ifornia Travel Parks Association (CTPA) 

Cogeneration Service Bureau (CSB) 

Contra Costa County (Contra Costa) 

Energy and Resources Advocates (ERA) 

Engineers and Scientists of California (ESC, 

Federal Executive Agoncies (FEA) 
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Industrial Users (Industrial Users) 

Local 1245" International Brotherhood 
of Electrical Workers, at Al. (LIBEW) 
Unions 

Power Users Protection Council (POPC) 

San Dieqo Gas & Electric Company (SDG&E) 

Schools Committee to Reduce Utility Bills (SCRUB) 

Southern California Edison Company (Edison) 

Southern California GAS Company (SOCA1Gas) 

'l'ecogen, Inc., Milpitas Unified School District, 
and other members of the Small Coqenerators of 
California (SCC) 

Toward Utility Rate Normalization (TURN) 

Onocal Corporation CUnocal) . 
Utility Desiqn, Inc. (Utility Design) 

Western Mobilehome Association (WMA' 

III. Results of Operation 

This decision determines the revenue required by PG&E in 
1990 to provide safe and reliable service at the lowest roasonable 
cost. The challenges posed in ~his proceeding were well explained 
in 0.85-03-042: 

"Ratemakinq is not, nor has it ever been, an 
exact science that guarantees perfect results 
from all perspectives. Ratemakinq, whether in 
a general rate proceeding or by an attrition 
mechanism, is essentially the art of estimating 
future events based on judgment that is as 
fully informed as possible.. We know in 
prospective test year ratemakinq that our 
adopted estimates of revenues ~nd expenses, may 
be at variance with actual hindsi9ht 
experience. But we do, not view this as a 
problem, because we are extending to utility 
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management an opportunity and incentive to find 
ways to' conduct operations for less than 
projected. When it can dO this it flows the 
benefit to the utility~s bottom line, which 
means profit. In the short term, between 
general rate proceedings, the shareholders 
:benefit when the company's Jn4Mqement CAn 'do 
it for less,' and correspondingly, ratepayers 
ultimately Denefit :because the productivity 
improvement will be reflected periodicAlly when 
there is a comprehensive review of the 
utility"s revenue requirement. ~ ~ Accordingly, 
we are not as concerned AS some parties are 
about having ratemaking that is always perfect 
from the hindsight perspective. Rather, we 
will continue our practice of adopting sound, 
informed estimates with the hope that utility 
management Accepts the challenge and can 
somehow 'do it for less.'~ (D.85-03-042, 
mimeo. p. 6 .. ) 

To assist the Commission in developing a sound and 
informed estimate, PG&E and DRA began by examining- the last "test 
year, ,- 1987.. This is the most recent period for which complete 
financial data is available. DRA has carefully examined the 
company's bOOKS for this period to determine, among other matters, 
whether the recorded expenses were actually incurred, whether the 
expenses were a necessary cost of service And, whether the amount of 
the expenditures was reasonable. ,~ 

PG&E and ORA have used the 1987 test year, or an 
alternative period, as a basis for estimating the future revenue 
requirements in 1990. The base period used for the est1m4te is 
adjusted for specific f~ctors which occurred in the past test year 
or ~re expected to occur in the future test year~ In addition, 
most base period. estimates are ~djusted for inflation which is 
reasonably expected to oceur between the l~st test year (1987) ."nd 
the next test year (1990). 

We w:i.ll first address PG&E's projected revenues. second, 
we will review the results of operat:i.ons for the electric 
d.epartment for test year 199'0 ~ ThereAX'e a number of issues which 
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~re common to the electric ~nd gas departments. Where such common 
issues ~rise they will be adclressed under the elect~ic department. 
Third, we will address the expe~ses which are unique to the ga~ 
department. F1nally, we will address seve=al issues which relate 
to general operations. Except as expressly noted, where there is 
agreement among the parties,. we will adopt PG'E~s estimate. 
Therefore '" the dec.i.sion w.i.ll focus primarily on the areas of 
disagreement between the parties. 
A. &mmu9' 

1. Sales FOrecasts 

PG&E~s revenue allocation exhibit proposed use of the 
sales forecast developed .i.n the ECAC for purposes of revenue 
allocation and rate design. ALJ Cragg~s Ruling of May 24, 1989 
concluded that the ECAC sales forecast figure, issued in mid-August 
in ALJ Weissman's decision on resource assumptions in the PG&E ECAC 
proceed.i.ng (A.89-04-001), should be used as the sales forecast in 
the general rate case proceeding to develop updated testimony on 
revenue allocation and rate design. 

Xn accordance with ALJ Cragg's Ruling, the final revenue 
allocation and rate design in this proceeding is bas~d upon the 
adopted sales forecast issued byALJ Weissman in his Ruling of 
July 28, 198,9 in A .. 89-04 .. 001. These figures were incorporated in 
the update test.i.mony submitted by ORA and PG&E on August 28, 1989. 

2. Other Openting Reyenueli! 

Other operat.i.nq revenues are revenues obtained by a 
utility from other than the sale of electric.i.ty ox: g~s ... 

PG&E is,forecast.i.nq 1990 test year Other OperAting 
Revenue of $41,931,000 for the CPUC jurisdiction. ORA's forecast 
is $4,463,000 higher. The differences occur in t~~ee revenue 
accounts. 

a. Aeco!,!nt 37Q 

PG&E forecasts a net expense 0'£ $18,000 for Revenue 
Account 370, Miscellaneous Service Revenue. PG&E's revenue 
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estimAte is based on a Hmoving Aver4qe~ of 60 months of recorded 
revenues between 1983 and 1987. PG&E chuActerizes the revenue 
stream in this account as volatile, with no apparent trend or 
pattern. 

ORk forecasts positive income in Account 370 of 
$1,174,000. ORA's revenue estimate i8 based on an Average of 
recorded revenues between January 1987 through September 1988. ORA 
believes it detects a reversal of the historic trend of negative 
revenues for this account. 

Neither PG&E's nor DRArs est~te is entirely 
satisfactory. While ORA's estim4te is more current,. it is based on 
only 21 months of data. In contrast, most expense foreCAsts by ORA 
and PG&E which rely on averAges incorporate three or four years of 
data. While PG&E's foreCAst relies on a longer estimating period, 
PG&E has not justified using as much as five yeArs of data, 

including data from as far back as 1983. 
When faced with choosing between a more current fore~ast 

period and a longer, but older forecast ~riod~ we believe that the 
current forecast period is a more accurate forecast of anticipated 
x-evenue. We adopt ORA's forecast of $1,174,.0 ° 0 for Revenue 
Account 370. 

b.. Account 37.1 
PG&E and ORA used identical methods of forecasting 

revenue in Revenue Account 371,. Sales of Water and Water Power. 
However, since ORA's forecast was prepared after PG&&~s, ORA was 
able to use an updatoQ o!timate of 1988 revenue. PG&& aqree15 to 
ORA's updated revenue forecast of $361,.000. 

c.. ~Qunt.J7.2 

PG&E forecasts $14,050,000 in revenue for Revenue 
Account 372, Rent From Electric Properties.. PG&t bases its 
forecast on a three-year average for the 1985-1987 per.iOd. 

ORA forecasts. revenue of $1G-,6·27·,000for Revenue 
Account 372, using the same three-year period as PG&E. ORA's 
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estimate is higher because ORA also e8calates 1985-87 revenues by 
the Materials and Service Index (MSX). 

PG&E believes that there is no evidence to support the 
use of the Ms.I to escAlate the 1985-8-7 revenue estimate. However, 
PG&E did not di~ectly confront ORA's proposition that nominal rent 
revenues are influenced by inflation, and are reasonably expected 
to grow at the rate of inflation. PG&E states, in its Opening 
Brief, that DRA's escalating factor "'ignores the trend in the 
recorded data," but PG&E does not explain whdt this trend has been. 
In the absence of more specific data on the trend in Account 372, 
we believe it is reasonable to expect an increase in the account 
between 1997 and 1990 at the rate of inflation. Since the accounts 
covering rents paid by PG&E are escalated by the MSI index, it is 
reasonable to escalate similarly the rents received by PG&E. 
Therefore,. we will adopt ORA's forecast of $16,627,000. 
B. Escalation 

PG&E and ORA are in agreement regarding the methodology 
to be used in developing labor and nonlabor escalat£on rates for 
the test year~ 

For the labor escalation rate, PG&E proposes to· escalate 
labor costs by the terms of the qeneral waqe increase in the 
current collective bargaining agreement (2.75·%) in 1989 and 1989, 
and to use the percentage change in the consumer price index in the 
attrition years thereafter. We will adopt the agreed-upon l~bor ~ 

escalation rate of 2~75% in 1988 and 1989, and 4.9% in 1990. 
For the non-labor escalation rates, PG&E proposes to use 

the Materials and Service Index (MSX), as we did .in the 1987 
general rate case (0.86.-12-095), with a elight modif.ication to 
reduce complications in calculating the detailed cost elements. 
Applying the agreed-upon methodoloW, we adopt non-l4l»r esca14tion 
rates of 5·.17% .in 1989', 4.6,% in 198·9, and 4 .. 8'3%' in 1990. 
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c. Electric::.popart:e:mt Expen8etJ 

Both PG&E and DRA have prepared complete estimates of 
PG&E's results of operation in 1990. Table 1 presents a comparison 
of PG&E's and O~'s estimate of'electric department results of 
operation for the test year, as well as the revenue and expense 
estimates which we adopt in this decision. The electric department 
is divided into four areas of operation, and each area of operation 
is divided into individual accounts. Within each aceount, there is 
a labor component and a materials and services (M&S·) component .. 
For many accounts, no party disputes PG&E's estimate of test year 
expenses. 

1. Production Expens@ 
Production expenses are all costs, excluding fuel, 

associated with generating electricity. ~hese costs include the 
costs of operating and maintaining PG&E's electric generating 
faciliti0S. 

PG&E requests $119,468,000 in electric department 
Production MAintenance expenses and $91,319,000 in Production 
OperAting expenses. DRA recommends that 'PG&E"s request be reduced 
by $2,5-51,000. 

The differences in Accounts 514, 524, And 545.5· are 
discussed in Section III.E of this deCision. 

The differences in the other accounts result from 
differences in estimating methodology_ The parties in this 
proceeding have used different procedures to forecast the ' 
reasonable cost to· PG&E of providing and maintaining a reasonable 
level of service in 1990. Three PG&E witne$ses, Plach~a, Fowler, 
anci Tatarian., testif.1.eci reqarding PG&E's forecasting rnethodolO9'ies.. 
They testified that PG&E·'s forecast for each account represents the 
expected level of work or activity in that account in the test 
year. For each account ,. PG&E. began W.1. th a base estimate, and then 
acijusted the base est.1.JMte to reflect.chan.qos in the account 
activity expected in the test year. In almost every case, PG&E 
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PACIFIC OASANO EI..ECTlUC COMPANY 
Elcctric X>epartmeot ... Total Company (Excl. Diablo-Canyon) 

SUMMARY OF EAR.NINOSAT PRESENT RATE 
REVENUES. AND EXPENSES 

(Thousands O( 1990 Dollars tJuJess Otherwise ltJdieatcd) 

Description PO&.E DRA ADOPTED R _____ ~~W ____________ 

_:III ....... __ 

Operllting R~venues $3,.148.:146 $3,167.409 $3,140,921 

Operllting Expenses 
--_._-------------
Production 210.181 202.210 201.622 
Trllnsmission 56.24'1 53,835 53.942 
Distribution 278,206 211,910 212,9$4 
Customer Accounts 96.911- 95,668 96.971 
f.lnccllectib/es 6.973 1,016 6.957 
DemIlDd-Sid~ Mllnllgement 86.288 98.438 99.953 
Administrlltive 4:; Henerlll 411,s95 332.22t 365.917 
Frllncbise Requirements 19.558 '9.682 19,513 
Other AdjustJDents (2.994) (45.864) ('6.'59) 

• $UbIOt4/ (1987 Dc/Jllrs) $' .163.625 $1.035,116- $1.107,710 

/.JIbor ESCIIJl1tion Amount 59.841 50.010 55,925 
Ncn-/..4bor Escllllltion Amount 62.970 59.601 59.658 

$ubtot4/ (1990 Dolllm) $1.286,436 $1.'44.787 $1.223.293' 

EnerGY Ccst 2.651 2.651 2.651 
P/ojecr AmotlJ'z;Jtion 3.968 3.968 24 
DeptecilllJ'on 525,598 519~580' 524.038 
Nuclellr Decommissioning- Exp. 75,050 67.819 75.048. 
Tllxes Other Tb:m On· Income 147.254 139.918 144,418 
Su~rlund t4X 1.095 1.09S. 1.074 
CA Corporlltion Ft:mcbise Tllx 15,419' 92,409 8121:5 
Federllllncome Tl1x 274.239 330.385 293.420 

TotJ1/0perl1tins-Expenscs $2.391',71'0 $2.302.6"2: $2.345 .. '81 

Net Opefl1ting Income $756,436· $864,197 $795.740 
RJlte Bllse $7.969.909 $7,886.868 $1.931~'57 

• 
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used as its base estimate either the ~etu~l reeorded expenses fer 
19'8,7, a four-year 4veraqe of expenses (1,983-1987), er a feur-year 
trend. " 

Generally, PG&E relied upon 1987,recerded expenses for 
its base estimate. However, for those accounts which may be 
influenced by outside forces, such as weather, third-party 
aetivit~es or relatively random events, PG&E used a four-year 
average. 

As Tatarian explained: 
"Aecounts with outside influences, there are 
some accounts that are heavily influenced by 
weather patterns, by third-party aetivities, 
relatively random events. Those it was 
determ1ned for the most part -- you can~t 
predict the aetual level -- it~s subject to 
forces of nature in some eases. 

"SO on those it was very elear that a four-year 
average or some average ef seme kind was 
appropriate because it's not something that is 
trendable er predietable ....... 

"In eases where there appeared to :be anomalies 
and they appeared to.' be valid expenditures, 
that is another where I would tend to average 
it because I couldn't explain why there was so. 
much ~xtra aetivity in this one aecount four or 
five years ago, and I had to assume it was 
valid at the time, and it was a cyclical 
account that may repeat that in ,the future, 50 
averaging seemed reasonable.... ('1'r. 3:235-236.) 

DRA generally derived the base 1990 estimate using either 
1987 recorded expenses, or an average of 'ewo, three er four years: 

"Now for 1987 recorded, I would use -- the /' 
expense represents a normal, or a sta~le level 
of activity anci few external influenee3,. for 
example not storm-related, and a second is 
where the expenses have had a const~nt decline. 

"The averaq,e I used is four years where the 
expenses wer~ cyelic or fluetuatinq" or when 
there was a large increase or decrease in 1987, 
and in some instances I used a three-year 
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aver~ge where recent expenses were close, and 
again in some instances I used a two-year 
aver~ge where 1986 llnd 1987 were close, but 
with a small increase or decrease in '87.* 
(Tr.9:866.) 

From these descriptions of the p~rties' methOCiol09ies, we 
may d.iscern general Agreement on certain prinCiples for developinq 
a base estim~te of 1990 expenses: 

1. If recorded expenses in an account have been relatively 
stable for three or more years, the 1987 recorded expenses is an 
appropriate base estimate for 1990. 

2. If recorded expenses in an account have shown a trend in 
a certain d.irection over three or more years, the 1987 level is the 
most recent point in the trend and is an appropriate base estimate 
for 1990. 1 

3. For those accounts which have significant fluctuations in 
recorded expenses from year to year, or which are influenced by 

weather or other external f07ces beyond. the control of the utility, 
an average of recorded. expenses ov~ a period of time (typically 
four years) is" a reasonable base expense" for 1990. 

Once a base 1990 estimate is established, both PG&E and 
ORA d.etermine whether there are specific changes in the level of 
expenses in a particular account, which are known or reasonably 
expected to" occur in 1990. If so, the base estimate is adjusted to 
account for these anticipated changes .. 

With these principles in mind.," we will now examine the 
parties' forecast of production expenses. 

1 If there is An established. trend and. if the trend is expected 
to continue, FEA :believes that we should. project the trend to 1990,. 
And. further increase or decrease the forecast of expenses in the 
Account. See Section III.C .3:.a, infra. 
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11. A£count 500: Supervision and ·Engineering 

DRA's base estimate of the Materials. and Service (M&S) 
component of this account is $62,000 lower than PG&E's est.i.mAte .. 

The expenses in the M&S component of this account have 
declined steadily over the past four years. Because of this ~te4dy 
decline, and because 1986 and 1987 expenses are fairly close, DRA 
based its estimate on the 1987 recorded expenses .. 

PG&E used a four-year average t~ establish tbe base 
estimate for the M&S component of this account. PG&E does not 
explain in its direct testimony why it used a four-year average .. 
In its opening brief, PG&E explains that an average WAS used 
:because '·PG&E has found thAt expenses are sometimes cyclic (PG&E, 
Fowler, 1'r. 866·).~ 

While it is true, speaking generally, that expenses in 
some accounts are sometimes cyelic, the PG&E witness did not 
testify that the expenses in Account SOO are cyclic, nor is there 
any indication of cyclic aetivity in recorded expenses since 1984. 
The trend is clearly downward, not eycli~. 

We will adopt DRA's estimate for the M&S component of 
Aeeount 500. 

b. .Account 506: Xiscellaneous Step Power Expsnsefl 
ORA's base estimate of the M&S component of this account 

is $123,000 lower than PG&E's estim4te. 
DRA used 1987 recorded expenses as the base estimate 

because the expenses 1n this account have d.eclined. stead.ily ):)et;ween 
1985· and 1997. 

PG&E's opening brief states that it used a four-year 
. average because the '·1987 amount did not represent the level of 
aetivity for materials and services (in 1990J.~ However, PG&E has 
not explained,. in either its testimony or its briefs, why it 
believes· that 199·7 recorded M&S, expenses would not be 
representative of 1990 expenses. 
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PG&E's reply brief seeks to support its position on M&S 
expenses in this account by citinq Plachta's explanation thAt "the 
1986 amount was Abnormally high (Tr. 34l).~ However, Placht4 was 
describing here the labor component of the account, not ~S. ~here 
is no disagreement between ORA and PG&E on the lAbor component of 
Account 5-06. 

We will adopt DRA's estim4te of the M&S component of 
Account 506. 

e. Account 512.2: Boilers and Related Apparatus 
As with Account 506·, the .recorded expenses in the M&S 

component of Account 512.2 have declined steadily between 1985 and 
1987. Because of this docline, ORA used 1987 recorded expenses for 
its base estimate. PG&E used 4 four-year average "jus.t to levelize 
the o.ccount. u· (Tr • 4: 345 .. ) PG&E '·s Plachta testified that the 
downward trend. in this account "appears to be a cyclic curve which 
reached. its high point (in 1985·] and. then takes a number of years 
to reach a low point a9'ain." (ld •. ) Plachta did not explain when 
he anticipated· the cycle to reach its low point. In the Absence of 
such information, the 1987 recorded expenses represent a reasonable 
midpoint between a possibility that the cycle in expenses may 
continue to decrease or may begin to increase by 1990. We will 
adopt ORA's estimate .. 

d. ~unt 512.3: Boiler Plant l@ti,livW 
This is another account in which one component of the 

cost, in this ease labor, has trended. downward in each year between 
1985 and 1987. Because of the downward trend, ORA-used 1987 
recoraed expenses to establish a base 1990 estimate of the labor 
component. 

PG&E used a four-year average for its base estimate 
because Plachta did not see any fluctuation in the account, or 
because the fluctuations, in terms of percentage, were very sm41l. 
In this ins.tance, the "·fluctuation" was a three-year downward trend 
in expenses.. Accordingly,. we adopt. DRA!'s estimate of, the labor 
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component of Account 512.3, which is 5593,000 lower than PG&E's 
estimate. 

e.. .account SU,.5: Hain Turboqenerttor ApiiUar!tv 
The expenses in the labor component of this account have 

fluctuated ~etween 1984 ~nd 1987, with no discerni~le trend. DRA 
used a four-year ~verage to esta~lish a ~ase 1990 estimate. PG&E 
used 1987 recorded expenses. PG&E notes th~t ORA consistently used 
the 1987 recorded' figures for accounts which have been declining. 
"Therefore, to· be consistent with its reasoning," PG&E arques, "the 
ORA should use the 1987 value when the account is steadily 
increas ing .... 

We agree with PG&E that it is important to· be consistent 
in applying forecasting methodologies. However, we do not agree 
that the expenses in this account have been "steadily increasing .... 
In other inste.nces where we have adopted ~ 1987 value for the base 
estimate, we have observed ~ trend in expense levels of three ye~rs 
or more.. In contrast, the labor expenses in Account 513.$ have 
fluctuated yearly.. Costs h~ve increased, but not steadily .. 2 

We are not persuaded by PG&E's rationale for choosing to. 
use 1987 recorded expenses., rathgr than a four-year average ( ...... I 
saw no great difference in percentage and I used the last recorded 
year) .. " ('l'r.4:348.) We find more persuasive Plachta's additional 
explanation that advanced aging of stearn plant equipment as a 
result of cycling duty may tend to' increase maintenance costs for 
smaller equipment requiring additional care. Unfortunately, the 
witness did not make a specific aging adjustment for this ~ccount, 

Z The recorded expense levels of the labor component of this 
account betwee~ 1984 and 1987 are: 

1984: 
1985: 
198·6 : 
1987: 

$5,576,000 
$6,148:,000 
$5·,75,3,000 
$6 / 326,/000 
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as he did for other accounts. 3 In the absence of specific 
evidence regarding the added costs of this increased maintenance, 
we believe that an amount slightly above the four-year average of 
the labor expense will best represent expected costs in 1990. We 
will increase 1987 recorded expenses by SlOO,OOO. 

f. Account..546: Supexyi,ion ond Enqinew:ing 

Expensos in the M&S component of this account have been 
stable between 1985 and 1987. Due to, this stability, ORA chose 
1987 recorded expenses for its base estimate of M&S expenses. PG&E 
chose to use a four-year average, resulting in an estimate Sl,OOO 
higher than ORA. We find that ORA's estimate is more reflective of 
expected activity in a vory stable account for 1990. We adopt 
OAA's estimate. 

9- Account 548: f,lene:mtionJxpense8 
The M&S component has fluctuated significantly over the 

past four years, with no discernible trend.. This is precisely the 
circumstance in which it is appropriate to use a four-year average 
to establish the base 1990 estimate. PG&E properly used a fo\1%'
year average. Moreover, here PG&E specifically offered evidence 
that MbS expenses in this account tend to, be cyclic. 

Under ORA's announced forecasting criteria, ORA should 
not have used 1987 recorded expenses where the account was cyclic 
and exhibited "extreme fluctuations. Of' We will adopt PG&E's 
estimate for the M&S component of Account 548. 

3 PG&E's reply brief characterizes the difference in forecasting 
a base estimate as "an adjustment of $376,000 for increased 
maintenance due to cycling duty," but the record does not indicate 
that PG&E ever determined a specific value for such an adjustment. 
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h. Account 514: Xiscellaneoua Steaa Plant, 
Account 524: Kiscellaneoua Nuclear plant,. 
6Ccoun~....545.~: Hiecellaneoqe BvdrAu11c: Plant 

ORA Delieves that PG&E estimates of miscellaneous 
expenses for these three accounts are reasonAble, except for one 
item. ORA proposes reducinq these accounts reflect the transfer of 
hazardous waste funds which ORA Delieves were "overlooked" by PG&E. 
PG&E denies that it overlooked these transfers. PG&E states that 
these adjustments are not related to the account and not 
established by a ORA witness. We aqree with PG&E that the 
necessity for ORA's proposed adjustment has not been adequately 
explained. We reject ORA's propo8ed adjustment. 

2.. 1):Mu!!IIi.,Wn :gxpsm,es 
Electric transmission expenses are those incurred by the 

utility to operate and maintain substation structures, equipment, 
and protective d.evices, overhead circuits consistinq of poles, 
towers, insulators, conductors, and line equipment, underground 
circuits consisting of duet, conductors, enclosures, and line 
equipment, roads, rights-of-way, and miscellaneous plant operated 
at voltages of SO kV and above.. Expenses include labor, material, 
supplies, contracts, and other related expenses of operating and. 
maintaining the transmission system. 

A. Accopnt ~Q: Operation, Supervi.sion • ..,nd..E"qin~q 
PG&E's estimate of the base 1990 expense for the labor 

component of this account exceeds ORA by $42,000. PG&E based its 
estimate upon the 1987 recorded expenses; DAA used an average of 
three years (1985-1987). As in the ease of many accounts, the 
difference in estimates between ORA and PG&E is very slight. Where 
1987 expenses are approximately equal to an average of several 
years, it is reasonable'to use 1987 data as the base. We adopt 
PG&E's estimate of the labor component • 
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b. Account 563: OyerheaUine .hpen!JU 

ORA concurs, with PG&E~8 labor and M&S accounts,.except 
for PG&E' s proposed. ~dju8tment of $5·13,000 for increased. patrols 
caused by growth, increased utilization, and storm damage. 
0.86-12-095· authorized $1,143,000 to, increase and improve line 
patrols and $623,000 for improving the service reliability progrAm 
which contained funds for additional programs. ORA believes that 
these additional funds are sufficient, and that no further 
increases have been justified. 

In response, PG&E states that the ~dditional funds are 
necessary to increase patrols to what PG&E believes is the 
appropriate level. PG&E cites its response to a ORA data request 
as providing the information ~to support the need for the 
additional funding." If PG&E had provided the record with this 
information, we would have eXamined this evidence and may have 
concluded that a further increase in funding for patrols is 
warranted .. 
evidence.4 

Unfortunately, PG&E chose not to put this response into 
We agree with ORA that PG&E has failed to demonstr~te 

the necessity for an a fu~her increase in funding for line patrols 
in 1990. We adopt ORA's adjustment of $513,000. 

e. Account~66: Hisce11aneops 'l'raDQli8Uon-kPenses 
PG&E, proposed adding $575,000 for 500 kV bare hand live

line training in 1990. ORA agrees that this new maintenance 
technique is benefieial, but ORA questions the timinq of the 
program. ORA states that PG&E must obtain approval from cal-OSHA 
before this technique can be used.. ORA is opposed to' the increase 
because approval has not been obtained and" in ORA'''8 opinion, %My 

4 We remind PG&E that its burden of proof is not satisfied 
merely by responding to ORA's data request. ORA does not determine 
the reasonableness of rates~ This Commission does. We can do so 
only if the information is, made available on the record. 
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no~ be ob~ained in the near future. PG&E's witness testified that 
PG&E expects Cal-OSHA dPproval by the end of 1989 or early 1990. 

In its reply brief, PG&E agrees that th& estimate for 
this program could be reduced by app~oximately 30t ($114,000 for 
labor and $55·,000 for M&S) "·to reflec~ somewhat slower developmen~ 
and changed scope for the proqram.~ ~he reference to slower 
development apparently refers to· delays in obtaining cal-OS~ or 
union approval. PG&E does not explain what it means by the 
"chanqed scope'" of the proqrmn. 

We believe tha~ the bare hand live-line ~raining is a 
beneficial progrdm. We will approve PG&E'8 redueed es~imdte of the 
costs of this training proqram. We also direct PG&E to report 
f""lly in its next GRC application on the costs and benefits of this 
new proqram in 1990 and 1991. 

d. AceOWtt 56!: Ha.im::Wlonce, Supemeion, Md bqi,neui.l!g 
The M&S component of this account increased each year 

between 1984 and 1986, and. decreased in 1987. PG&E d.erived its' 
base estimate from 1987 recorded expense~. ORkused a four-year 
average. We find that PG&E'S estimate is most representative of 
costs in ~his account in 1990. 

e. Account' !l€2 qnd SlQ 
ORA removed subs~ation expenses from Accounts $62 and 5·70 

that it believes are associated with Diablo Canyon. PG&E's brief 
did no~ contest this adjustment.. We adopt ORA's adjustment. 

f. Account 571.63: Replacpent Line XnsuMt.toO 
The recorded labor expenses in ~his account have 

fluctua~ed significan~ly between 1984 and 1987, with no disee:rnible 
trend.. PG&E used 1987 expenses for its base 1990 estimate. ORA 

based its estima~e on a four-year average, reSUlting in an estimate 
$113,000 lower ~han PG&E's estimate. 

Given th¢t the 1987 expenses are 4pproximA~ely·$0\. higher 
than expenses in 1986 or 1988, we do· n~t find the 1987 expenses to 
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be an accurate reflection of anticipated base workload in 1990. 
Instead, we will adopt ORA's estimate .. 

g.. Account 571.65: Movi,na and Beloc;.atina Poles and Guys 

PG&E~s estimate for the labor component (using 1987 
expenses) exceeds ORA est~te (using a three-ye~r average, 1985-
87) by $7,005 .. We adopt PG&E's estim4te for the same reasons as 
stated under Aceount 560. 

h. ACCount 571.66: Pole Treating 
PG&E requests an increase in the M&S component of this 

~ceount of $99,000 for increased testing and treating of wood 
poles, for a total of $136,000 in 1990. ORA notes that in 
D.86-12-095, PG&E reque3ted and reeeived an increase of $41,000, up ~ 
to a total of $162,000 (in dollars) for testing of poles in 1987. 
Yet, in 1987 PG&E incurred only $37,000 for transmission pole y/ 
treating_ In 1987 the company tested only 54,000 poles, 
significantly short of its goal of 133,000 poles per year. Thus, 
for 1990 PG&E adjusted the 1987 recorded expense level to provide 
for the anticipated optimum level, plus add1tioMl funds to 
amortize the 1987 Shortfall over a three-year period .. 

As PG&E was previously authorized 8uffic1ent funds to 
test 133,000 distribution poles per year in 1987 through 19S9, we ~ 
will not authorize additional funds for PG&E to test the previously 
funded "·shortfall .. " It will be PG&E's responsibility to mAke up 
this shortfall with funds previously provided by ratepayers for 
that purpose. \ 

We will authorize a total of $90,000 in Aecount 571 .. 66. 
i. Ac£9unt 571..68: RecQPditioniDg Conductors 

PG&E used a four-year average to-estimate the M&S 
component of this account. ORA used 1987 recorded expenses. The 
M&S component of this account has declined in each year between 
1985 and 1987. Therefore, we w111 adopt OAA's estimate' of M&S 

expenses which is. based. on 198·7 reeord.eet expenses. As we have 
explained previously, if an account shows a d.iscernible trend over 
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three or ~ore years, an estimate based on a four-year average does 
not adequately account for the trend. 

PG&E used a four-year average to estimate the 1aDor 
component of this account. ORA used a two-year estimate for 
reasons that are not well explained. We will adopt PG&E'~ estimate 
of the labor component of Account $71.68. 

j. Account $21.71: P4inting Poles. etc. 
PG&E used a four-year average for the laDor and M&S 

components of this account. ORA relied upon 1987 recorded data due 
to the "'unpredictable pattern of 1984 and 1985- expenses." Yet, 
dccording to DRA's explanation of forecasting methodology, when 
expenses fluctuate with no apparent trend, a four-year average 
should be used. We will adopt PG&E's estimates for this account. 

k. Ac:c2!jInt 571.J2..: Q!:.h"-0verh~4d Line XpintenMCO 
Here again, PG&E used a four-year average to develop, a 

bdse estimdte of the labor dnd M&S components of this account. For 
the labor component, DRA based its estimate on the 1987 recorded 
expenses, because the recorded expenses have shown a three-year 
decline from 1985 to 1987. In recognition of this trend, we adopt 
DRA's estimate of the labor expenses. 

For M&S expenses, ORA used the 1987 figure because the 
expense levels for prior levele were unstable. A8 we have stated 
proviously, this is precisely the circumstance in which a four-year 
dverage should be used.. We w.ill adopt PG&E's :base estimate for the 
M&S component of this account. 

ORA also opposes PG&E's request for an incredse of 
$170,000. PG&E identifies this item dS needed ~for increaseo 
roadwork to support new equipment,H but with no further 
explanation. ORA believes this expense is unnecessary in ligh~of 
prev;i.ous funds received by PG&E for this purpose~ PG&E attempts to 
further explain the purpose of the requested increase in its 
opening brief, w.ithout citdtion to· the record. We cannot accept 
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PG&E's argument 1n place of ev1dence. We dec11ne to adopt this 
adjustment. 

1.. ~ount 571.74: Vegetation COntrol 
To estimate the labor component of this account, PG&E 

used 198·7 recorded. expenses. ORA used a four-year average in order 
to "smooth out annual fluctuations ." In this instance, there is a 
three-year trend in increasing labor costs. We will therefore 
ad.opt PG&E's estimate. 

1Il~ ACCount 521..j5= R1gh:t-of-Wey:Clearinq 
As with other instances where PG&E estimates 1990 

expenses using 1987 data and ORA uses a two-year average, we prefer 
to use 1987 data. We will adopt PG&E'S estimate for M&S in this 
account. 

Xl.. De High Vol;tagej2ireet current Expansion Project 
In Exhibit 61 PG&E proposed. that the estimated electric 

transm1ssion expenses forecast under Account 56$ be increased by 
$4,508,000 per year beginning in 1990 and continuing at this level 
through attrition years 1991 and 1992. DRA and PG&E had entered 
into a stipulated agreement (Exhibit 62)'regarding rate treatment 
for this project. In PG&E's update exhibit,. PG&E and ORA revise 
the stipulated 4mount to $3,900,000, a reduction of $608,000 from 
the original request. 

'the purpose of the requested increase is to cover the 
costs o·f PG&E's partic1pation in the Pacific Intertie High Voltage v'" 
01rect Current (HVDC) Expansion Project. 'the project, as described. 
by PG&E, involves the expansion of the alternating current to 
direct current converter facilities for the Paeifie Intertie HVDC 
'transmission line located at Sylmar Substation in Los Angeles, and 
related work to increase the nominal transfer capacity from 
approximately 2,000 MW to 3,100 MW.. These facilit1es are financed 
and owned by LAOWP, Edison, and the eities of Glendale, Burban},e, 
and Pasadena. 'the converter faeilities were declared operable by 
LAOWP on April 25·, 1989 .. 
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PG&E is negotiating with Edison for '" share of the 
project. As of the close of the record,. PG&E had not concluded 
negotiations. PG&E is hopeful that the negotiation8 will lead to 
PG&E's participation in the project. If expenses are lower under 
the final arrangement, PG&E will notify the Commission. PG&E asks 
that the expenses be reviewed now in anticipation of a favorable 
outcome of negotiations. 

PG&E expects to receive 275 MW of additional transmission 
capacity. ~he nominal scheduling entitlement at the Nevada-Oreqon 
border will be approximately 25,8 MW. Of this, PG&E plans to lay 
off 25 MW to the City of Santa ClAra,. for the period 1990 through 
1996 at $24/kW, plus O&M costs. PG&E proposes to layoff its 
remaining share of the project to, Edison through 1993 or lAter. 
PG&E believes that the project is beneficial to PG&E"'s ratepayers 
today (based on net present value) but the economics improve the 
longer it can delay its participation. 

The HVDC expansion project was a major issue in Edison's 
last general rate case. In D.S7-12-06& we established a cost eap 
of S80 million for Edison's share of the'HVOC expansion project, 
and we authorized Edison to file for an increase in the MAAC rate, 
subject to, refund·,. equal to 75% of the annualiz~d investment 
related revenue requirement for the HVDC expansion after the 
project becomes commerCially operational.5, We further held that 
Edison should file an application to determine the reasonable and 
prudent costs of this project, not later than six months- after the 
final portion of the proj ect is placed in service ~ We placed 

5 By Application 89-10-001, Edison filed its request for 
authority to transfer the costs for this project to base rates. 
According to, Edison, the project met the in-service criteria on 
April 3, 198:9., As stated in the Application, Edison's. construction 
expenditures, as o,f September 30, 1989 were $72,600,000, with 
forecasted total cost at completion of the project estimated to be 
$78,700,000. 
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Edison on notice that we intended to g~ve further consideration to 
the cost-effectiveness of the HVDC expans~on project in conjunction 
with Edison's other transmission projects and agreements with 
LADWP. "'Edison should be ~de Aware that the amount of investment 
ultimately found to be reasonable may not exceed the amount of 
investment determined to be cost-effective in the context of the 
Devers-Palo Verde proceeding." (0.87-12-066, m~meo. p. 78.) 

In 0.89-01-039 we stated: 
"The cost cap adopted in 0.87-12-066 115 exactly 
that: a cap on the investment that Edison will 
De allowed to recover in rates. To the extent 
that agreements with Los Angeles Department of 
Water and Power (LAOWP) and others 1mpact the 
cost-effectiveness analysis adopted in 
0.87-12-066 we will only consider downward 
adjustments to the adopted cost ca? of $80 
million.'" (0.89-01-039, mimeo. pp. 5-6.) 

By' the stipulation, PG&E and ORA agree that PG&E 
ratepayers are likely to receive net present value benefits which 
exceed the net present value of costs PG&E is likely to incur. 
Despite the agreement between DRA and PG&E that the project is 
likely to be cost-effective, we believe that such a conclusion is 
premature. The actual costs which Edison will be allowed to 
recover for its share of the project have yet to be determined .. 
Until these Costs are determined, it is difficult for us to 
conclude that PG&E's share of the project is reasonable or cost
effective. In particular, we are concerned that PG&E~s payments 
for 50% of Edison's share of the project might exceed 50\ of the 
costs which Edison is ultimately authorized to· recover. 

We are also concerned that PG&E has not reached final 
agreement with Edison. ~he actual benefits will depend upon 
whether PG&E obtains an aqreement with Edison, when the a9reement 
is effective, and upon the costs and terms speeified ~n the final 
agreement. Given the fact that PG&E has not consummated an 
agreement with Edison as of the elate of the propos eel: cleeis.i.on, just 
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one month before the beginning of the test year, we find that the 
projected costs of this project are too speculative to be included 
in the test year on a forecast basis. Moreover~ since Edison's 
costs are to be included in rates only after the project is 
commercially operational and subject to refund pending a 
reasonableness review, we believe PG&E's share of the costs should 
also be subject to· refund. 

Although, we do not adopt the stipulation, we will 
increase Account 56S by $3,900,000 for the estimated costs of 
PG&E's share of HVDC expansion project. This amount will be 

subject to refund depending upon the final terms of PG&E'8 contract 
with Edison and the outcome of A.89-10 .. 001. 

3. Pis;tX'i))ution Expenses 
Electric distribution expenses are those incurred by the 

utility to operate and maintain distribution substations, overhead 
and underground distribution lines, meters, services, and street 
lighting systems. Expenses include labor, material, suppl.ies, 
contracts, and other related expenses of operating and mainta.ining 
the distribution system. 

a. YWous Accounts 
PG&E and DRk disagree regarding electric distribution 

expenses in eight accounts. For two of the accounts, Account S95 
(labor) and Account 5·96 (M&S and labor) ,. recorded expenses have 
trended upward for the past three or more years (1985-87). Given 
these trends, we agree with PG&E that 1987 recorded expense is the 
most accurate prediction of anticipated workload in 1990. 

The labor and M&S components of five accounts, 
Accounts 5·83.2 (M&S and labor), 5·88 (11&S), 593.68 (M&S), 593.73 
(M&S), and 594 (labor) have fluctuated zignificantly over the past 
four years (1985-87), with no discerni~le trend. PG&E ch4rgez that 
ORA arbitrarily chose to use eithe~ 1987 da~a or an averaqe, 
depending on which result yielded a lesser amount of money, 
independent of the mnount of work to be performed. On the- other 
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hand, PG&E's choice yielded the higher result in each of these 
cases. 

PG&E did not offer any explanation for its choice of 1987 
data or an average in its written testimony, Exhibit 102. Under 
cross-examination, PG&E witness Tatarian offered explanation for 
some of his ~hoices. 
find them persuasive. 

We reviewed these explanations and do not 
For example, he explained his rationale for 

using a 1987 recorded data, rather than a four-year average, as the 
base estimate of M&S expenses in Account 588 as follows: 

"In th.i.s particular account, again, the 198,7 
level was siqnificantly below the 198& level 
and somewhat higher than 1985., and given that 
'87 was lower, that seems to, accurately reflect 
the amount of activity that we see in that 
account. 

"I did.n't want to use the average there because 
of the high in '86 and the low in '8S.. I 
thought '87 seems to be accurate here." 
(Tr. 3:193.) 

What is lacking in this explanation is why 87 "seems to 
be accurate,H' and why a four-year average of an account with 
significant year-to-year fluctuations would yield a less accurate 
estimate .. 

Absent a specifi~ explanation of why 1997 recorded data 

best reflects the est.imated 1990 expenses of an account with 
fluctuating expense levels and no discernible trends, we find it 
most appropriate .to use a four-year average as the base 1990 
estimate~ Therefore, we will adopt an estimate based.on a four-
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year averaqe, for the disputed eomponents of the five aecounts 
listed above. 6 

For Aeeounts 5,SO and 590, both ORA and PG&E have ut.ilized 
the 1987 recorded expense as the basis for the test year expense. 
FEA notes that both accounts have been decreasing. FEA recommends 
that we recognize this trend and further reduce Account 580 by $1.4 
million, and reduce Account 590 by $663,000. PG&E acJcnowleclgos the 
trend, but arques that further reductions are speculative and 
imprudent. While we may generally expect improved productivity 
(see Seetion III.F), we agree with PG&E that no further decrease in 
these specific accounts is warranted at this t1me. 

FEA also objects to an adjustment by PG&E and ORA to 
Accounts 582 and S83.30. ORA and PG&E have determined the 1990 
expense by increasing 1987 recorded expenses by a factor to reflect 
system growth. FEA argues that there is· no correlation between 
expenses in these aceounts and overall system growth. Here we 
agree with PEA. If we had applied such an adjustment in the 19$7 
test year, assuming sueh a correlation, we would have overfunded 
these aecounts. The labor component has'steadily declined over the 
past four years. While we will not pro'jeet further declines in the 
test year, neither PC'E nor ORA has expla1ned why the 1987 recorded 
estimate should be adjusted upward .. 

ORA and FEA also take exception, to specif1e adjustments 
in three aecounts. We will discuss those next ... 

6 The adjustments to the accounts 582.0, 583.3, 592.0, 908.0, 
916.0, 92'0.0, 921.0, 922.0, 92'5.0, 928 .. 0, and 930.2 were broken 
QOwn into the sub-categories of labor~ non-labor, and other by 
multiplying the total expense adjustment by faetors specific to 
each expense and sub-category. The f~ctors. ar& ratios which were 
developed from expenses .:i.n the compar.:i.son exhib£t by dividing- the 
sub-category expenses into- the total expense .... 
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b. Ac:CO\Ult 583.2: Overhead Line EXRe;D.lel 

ORA opposes PG&E's requested adjustment for additionAl 
line patrols, for the same reasons stated for Account 5&3. As we 
discuss above, we· agree with ORA that PG&& has failed to 
demonstrate on this· record the need for additional line patrols in 
1990. 

PG&E's briefs raise additional arguments in support of 
this expenditure which were not made on the record. PG&E's opening 
brief, referring to its workpapers, states that these additional 
funds are for infrared patrols, over and above traditional line 
patrols. At this staqe of the case, without the workpapers in 
evidence, we have no ability to determine the relationship of this 
expense to previous increases. PG&E's reply brief further arques, 
without citation to the record, that increased patrollinq will help 
limit PG&E's liability to third party claims·, with consequent 
savinqs to ratepayers. However, PG&E did not provide this analysis 
on the record. We would welcome such an analysis in the next 
general rate case. 

As a result of adopting ORA's pOSition on the base 
estimate and the line patrol adjustment, we reduce PG&E's overall 
request for this account by $403,000. 

c. Account...588: Hi8ceUaneoU8 Qistri»ution...Bxpen8e8 
ORA opposes an increase in funding for the 12/21 leV 

rubber qlove school, for the same reasons it opposed the adjustment 
in Account 563. PG&E's reply brief acknowledges that there may be 
a question regarding a slower pace of development for the rub~ 
glove program, indicates that it would accept a reduced estimate, 
based on a three-year program, to $958,000. As we explain above, 
we adopt PG&E's reduced estimate. 

PG&E's upd'ate exhibit requests an increase of $1,159,000 
in electric account 5·88 and $479,.000 in gas account ~a80, 'to cover 
the costs of new safety requirements imposed by the California 
Motor Vehicle Act of 198:8. This Act was siqned into law in 1988, 
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and took effect on July 1, 1989. PG&E states that this act will 
increase the costs that PG&E must bear in maintaining 'its fleet of 
vehicles. PG&E cites three new requirements: 

1. A mandatory daily inspection and record of 
regulated vehicles. 

Under cross-examination, PG&E witness Tatarian admitted 
that the requirement of a daily inspection was not a change 
mandated ~y the 1988 Act. Instead, the requirement for a more 
specific check-off system has evolved from d'iscussions between 
PG&E~s fleet managers and the Highway Patrol. ~So while it is not 
directly a result of this legislation, the change is hitting us in 
the same cycle now ••• its an extra burden they have to do every 
day." (Tr. 64:6,884.) While the change in daily inspections:moay be 

an extra burden to PG&E and may impose an extra cost (:moatters which 
ORA would dispute), the expense is not properly a subject of an 
update exhi~it. It is not a change in governmental action such as 
a chanqe in postaqe rates" instead "·the Hiqhway Patrol tells us 
that itfs something that should always have been occurring under 
the existing statute prior to the, change> (Tr .. 64:6885-.) As to 
the daily inspections, Tatarian testified generally that the 
required inspections will require more detail and more paperwork, 
but he believes that PG&E's current inspection programs adequately 
covered these items.. (Tr. 64:6897-6900.) 

2. A mandatory 45-day inspection and record of ~ 
regulated vehicles. 

Tatarian testified that PG&E already has "a re14tively 
safe level of fleet operations," but because of the necessity for a 
broad ~ased commercial truck inspection program, PG&E is being 
forced to comply with requirements intended to monitor operatio~ 
that may not have PG&E"s current standards. (Tr 64:-6906., Yet, 
PG&E had not looked into- existinq inspection proceduree to, 
determine whether the required 45, day inspection is compatible with 
PG&E's existing inspection requirements. (Tr .. 64:6905.) 
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The Ac~ expressly prov1des a procedure for those 
operations which believe that their exis~ing inspection procedures 
are adequate. The departmen~ may, Dy regulAtion, prov.1.de for 
alternAtive .1.nspection for particular types of vehicles or 
particular trucking operations. Despite the availability of this· 
procedure to avoid or minimize inspection procedures which PG&E 
believes are unnecessary and unproductive, PG&E has not requested A 
difforent inspection interval than that prOVided by statute. 

3. A biennial Application fee of $400 per 
terminal. 

PG&E estimates the annual cost to be $12,600. This 
estima~e assumes that ~he term1nal inspection feos, which are paid 
every 25 mon~hs, will next be paid in Oecember 1990. Bu~, as ORA's 
cross-examination points out, the fees will be due in December 1990 
only if all ini~ial ~erminal in8pec~ions had been completed :by 

July 1, 1989. Tatarian, testify1ng in September 1989,- did not know 
whether all terminal ,inspections had been completed. Without this 
information, we are at a loss to· determine the actual revenue 
requirement .. 

In summary, PG&E has not %%let its burden of proof 1n 
support of the requested increAse for motor vehicle inspections. 
PG&E's requested increase is denied. 

<I... Account 522": Stat ionEcro ipment 
FEA witness Miller no~ed a computAtional error in PG&E'S 

workpapers, which when corrected, results in a $74,000 decrease .in 
Account 592. PG&E, in its opening brief, states Simply that 
"subsequent review shows the amounts shown in table 7-2 are correct 
and do account for the to~al $151,000." We do not find PG&E's 
abbreviated explanation to· be convincing. Where a party a.lleges a 
compu~ational error 4nd fully explains how ~h~j tr4ced the error, 
we expect PG&E to provide some explicit explanation of why 'they 

believe no· error wa.s made. PG&E did not do 80 in thi~ inst4nce. 
We adopt FEA's proposed reduction of $,74,000 in Account 592 .. 
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e.. Account 593.66: PoleJXeltiJ!g 
DRA opposes PG&E's request,for additional funds in 

Account 593.66 for pole treAting, for the same reasons stated for 
Account 571 .. 66,. As we have previously explAined, it is not 
appropriate to test poles which were funded but not tested in the 
past. We will reduce PG&E's request in Account S93.66 by $27>,000. 

f .. Aeeou.n;t 593 .. 73: 1ree:..lXiJaglinq 

PG&E proposes two Adjustments to- this account for 
increased use of growth regulAtors And increased tree replacements. 
DRA accepts these proposed Adjustments, while FEA opposes them. 

As PG&E's witness testified, there ib one particular 
growth regulator that PG&E is pursuing which it believes ~ill be 
very successful.. Approval by the Environmental Protection Agency 
is pending And. PG&E expects ApprOVAl ):)y 1990. We d.is4gree with 
FEA's contention that the approval and. use of this 'regulator is too 
speculative. We will approve PG&E's requested. increase of $231,000 
for this purpose. 

PG&E also requests an increase of $4,024,000 for an 
increAse in tree replacement Activity.. PG&E replAced. 748 trees in 
2 pilot projects in 1985·, and 913 trees in two other pilot projects 
in 1986.. PG&E's request for $4,024,000 is based on the average 
tree replAcement cost from the 4 pilot programs and An estimate 
from its tree-trimming coordinAtor thAt it will be possible to 
replace 6,500 trees per year beginning in 1990. PG&E c1ces not 
describe tree replacement activity in 1987 through 1989 .. 

We agree with FEA that neither PG&E's written or oral 
testimony sheds any light on the reasonableness ol the estim4te of 
6,500 tree replacements per year. Yet, when the program is scalec1 
up to· a rate of 6,500 trees per year, it is reAsonAble to expect 
significant savings and efficiencies from the costs incurred under 
the pilot program.. Therefore, we wi.ll authorize PG&E $3,000,000 to 
replace a mi.nimum of 6,5·00 trees per year ... If PG&E cannot replace 
at least 6,500 trees per year at the level we have fundec1'" it 
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should consider contractinq the work to orgAnizations, ~th profit 
and. nonprofit,. with experience in this area. 

4. CU8tomer Ac:co'9nts 
o. Account 901: Supervision 

PG&E DAsed its estimAte for this Account on 1987 recorded 
expense. FEA notes thAt this account has been declining over the 
past five years with only a slight fluctuation. FEA recommends A 

decrease of $333,000 below 198:7 record.ed expense, in order to. 
reflect a continuation of this trend in the test yeAr.7 

PG&E acknowledges that this has been decreasing.. PG&E 
explains that these decreases resulted from changes in management 
procedures, in which more people report to a sinqle supervisor. 
PG&E believes that it will be d.ifficult to further increase the 
supervisor'S span of control and that no further decreases in this 
account are desirable. We agree with PG&E'S explanation and accept 
its estimate for the test year. 

b. Account 902: Meter Reaclinq Etree».e 
PG&E has estimated expenses in Accounts 902 and 903 by 

increaSing the 1987 recorded expense by a faetor which reflects the 
increase in customer growth. FEA states that these accounts have 
not correlated with customer growth over the past five years. 
While the number of customers have grown each year from 198'3 
through 1987, Account 302 actually decreased l:>etween 1983 and 1984 
and Detween 1986· and 1987. 

PG&E explains the decreases in Account 902 as arising 
from specific events in eAch period. We find PG&E~$ explAnation 
credible. We will adopt PG&E's .and ORAl's estimate for Account 902, 
including an adjustment for customer growth. 

7 FEA projected a decrease in the labor component of this 
account from 1987 to 1988-,. and recommends 1990 funding at this. 
level. All parties agree thbtthe M&S estimate should be based on 
the 1987 recorded expense level .. 
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We note however, that we do not necessarily accept PG&E's 
argument that it has reached the maximum potential of improvement 
in the meter reading area under the use of electronic meter 
reading. We expect PG&E to continue to e~ne every account, 
including the meter reading expense account, for new or additional 
opportunities to improve productivity and reduce costs. 

c. account 903: Cus:t9lDer Billing and AccOJmting 
PG&E requests an increase of $1,303,000 in Account 903 to 

rewrite its b1lling, report1ng" and customer data system (Customer 
Information System or CIS). PG&E explains that this system is over 
20 years old: 

"This extended life has been possible by 
continually mOdifying and reprogramming 
critical subsystems and restructur1ng key 
programs to extend their lives. However~ these 
extensions are taking longer to implement and 
are lasting shorter periods of time. The 
growing customer information base, increasing 
rate structure complexity, and available rate 
opt:i.ons are creating situations where CIS 
cannot :be modified to, respond to, changes. In 
the long-term, a complete rewrite of the CIS, 
computer programs is necessary to enable the 
company to manage future billing and reporting 
requirements. H, (PG&E Opening Brief, p ... 117.) 

In support of the requested increase to rewrite the CIS 
program, PG&E submitted in evidence the "Feasibility Study for 
Replacement of PG&E's Customer Information System,"' prepAred by 
Deloitte, Haskins and Sells (OR&S) .. 

The OH&S report identifies 
functional requirements that are not 
addressed by the current CIS system. 

an extensive number of 
addressed or not adequately 
The Report then examines five 

alternative proposals for meeting PG&E's short-term and long-term 
CIS requirements, considering the resources, risks, advantages, and 
disadvantages of each alternative. 

'l'Wo, of the alternatives examined ,by OH&S· involve 
maintaining the status, quo And minimal maintenance of the current 
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system. The OR&S Report finds these alternatives to be 

unaceeptable beeause CIS cannot eontinue to function with only 
minimal maintenanee in the lonq term (more than 2-3 years) And 
because it is approachinq the maximum number of data elements 
allowed by the data base. OH&S coneludes that a eontinued 
patchwork approach eannot address all of the fundamental functional 
and technical problems with the eurrent system. 

OR&S a180· eXAmined the alternative of extending ~he life 
of the current CIS through' a major restructuring, including main
frame processing o·f industrial billing. This alternative would 
allow PG&E to, add new functions to CIS within the existing design 
and would allow the more critical user needs to be met in the short 
term. On the other hand, this alternative would not integrate the 
fraqmented subsystems linked to CIS and would not correet all 
problems inherent in the current CIS design. In addition, this 
approach would require PG&E to divide the data ba8e into regional 
data basos, making it more difficult to manipulate data on a 
system-wide basis. 

The OR&S Report recommends a phased, HevolutionaryH 
rewrite of the CIS system. Rather than a single new system with a 
delivery date several years away, OR&S proposes that PG&E divide 
the work into a series of subprojects to be dolivered continuously 
over the life of the project. OH&S estimates the total cost of 
this effort to be $44,290,000, plus or minus 20%, to be ineurred 
over seven years ,1989-1995·). Of the total,. OH&$ estimates that 

$21,540,000 can be met by redirecting existinq resources to the 
rewrite effort. Thus, the incremental cost of replacement is 
$22,75,0,000. OR&S estimates the incremental expense in the test 
year to be $3,535,000. 

Both ORA and FEA oppose this requested increase. ORA's 
witness testified that: . 

"If-m recommending- to continue the piecemeal 
patchwork procedure Which has been satisfactory 
to· PG&E over the past 20 years. Customer3 are 

" 
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:being billed, customers pay their bills. They 
call in, they find the status of their account. 
The customers are not--I haven't seen an outcr,y 
from the customers for a new billinq system of 
$44 million." (Tr. 9:854, Lubin/ORA.) 

ORA believes "the exist1nq CIS is performing 
satisfactorily now and can function adequately and economically in 
the future with continuing minor improvements as PG&E has done for 
the past 20 years.... (DRA. Opening Brief,. p.19.) ORA also questions 
the DR&S, recommendation to convert to XBK's DB2 database. Without 
reference to the record, ORA argues in its openinq brief that the 
decision to· choose IBM over Oracle is "ill-founded.~ ORA's reply 
brief further criticizes the choice of IBM, again with scant 
reference to the record. 

In defense of the need for the CIS rewrite, PG&E cites 
the DH&S Report: 

"''!'he System is d.ifficult and inefficient to 
maintain. Any required change creates a 
maintenance crisis; a significant regulatory 
requirement, such as electric deregulation, 
could, most likely, not be incorporated. 
Information workers are frustrated with their 
inability to obtain the data they need to 
answer management's questione., rightly 
believinq that a more modern system could 
better accommodate their needs and improve 
their efficiency. 

"Several underlying technological lim1tat1ons 
:built 1nto the System are being approached; at 
the present rate of change, these limits will 
be reached within three years. ". (Exhibit 2&, 
p. 1.) 

We have carefully reviewed the DH&S· Report, PG&E's 
testimony in support of the rewrite and ORA'S testimony in favor of 
maintaining a patchwork approach to maintaining the current system. 
We have given little weight to the arguments against the rewrite 
which ORA raises for t.he first time in its briefs.. Based on the 
evid.ence :before us, particularly the careful evaluation of 
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alternatives in the OH&S report, we find that there is a 
substantial likelihood that the current system is rapidly 
approaching its technological limitations and that it is not 
prudent to· defer the decision on how best to replace or modify the 
system until the next general rate case. 'rhe phased rewrite of the 
CIS system is a reasonable approach to correcting the difficulties, 
limitations, and inefficiencies of a system which is nearinq the 
end of its useful life. 

Having found the proposed CIS rewrite to be reasonable, 
we must determine the appropriate cost estimate for the test year. 
OH&S suggests an incremental cost of $3,535·,000 in 1990. PG&E is 
requesting $2,369,000. PG&!:"s request was developed and included. 
in its application, as a "place holder,'" prior to the completion of 
the OH&S study. Although the consultant's estimate is- higher than 
PG&E's request, PG&E is willing to "sett10"' for $2,369,000. 8 

ORA and FEA both challenge the reasonableness of the 
proposed expenditure. DRA voices concern over the discrepancy 
between the amount beinq requested in the test year and the higher 
costs· projected by OH&S. ORA also obserVes that the OH&S estimate 
may be too low. ORA believes that a potentially more costly 
project deserves more careful review. 

FEA believes that the cost of the rewrite is not known 
with enough specificity to ~e included in the test year estimates. 
FEA urqes the Commission to remember that the consultant"s 
projections are still estimates. While rEA questions these 
estimates, it is not opposed. to· PG&E recovering its actual 
expenses. FEA recommends a deferred· account to record the actu&l 

8 'rhe consultant estimates an incremental cost in current 
dollars of $5,330,000 in 1991, $3,950,.000 in 1992, and.$2,.985-,000 
in each year thereafter through 198.5-. PG&E"s request of $2,369,000 
in 1991 would be funded aoe oehe' same level in 1991 and 1992,. with 
attrition .. 
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costs of implementing th1s program. ORA oDjects to a memorandum 
account. ORA states that the COmmission should simply not allow 
the expenditures. 

In evaluating the reasonADleness of the requested 
increase in Account 903, we are not at all trouDled by the fact 
that PG&E~5 request is lower than OH&S's estimated incrementAl 
cost. We agree with PG&E thAt the fact PG&E has lMde a more 
conservative request than the amount shown in the study is not a 
legitimate reason for rejecting funding for the project. We are 
pleased that PG&E has made a conservative request and' that PG&E hAs 
committed to meet the additional costs from its own resources.. By 
settling for the amount it initially requested" rather than the 
con5ultant~s higher estimate, PG&E will absorb the risks of project 
delays or higher costs. 

We will review PG&E's progress in the rewrite effort in 
the next general rate ease, and we will consider the need for 
funding to complete the project. We caution PG&E that we consider 
PG&E's test year estimate (which will be carried forward to the 
attrition years), together with the OH&S'estimate of incremental 
costs in 1993-95, to De the maximum amount ratepayers should be 

expected to contriDute to this project. We will not consider a 
request for incremental funding Deyond the time periods (1993-9$) 
or amount (S2,985,000 annually for 1993-95) contained in the DH&S 
report., . 

Of the increase we author1ze" Sl,303,000 should be 
charged to the electric department .. 
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s. M!!dnistX'ative and General Expenses 
a. Segregation of Diablo CMyon MG Expen,e, 

Overview;. of Diablo canyon Issuer! 

The Diablo Canyon Settlement Agreement, adopted in 
0.88-12-0S3, provides as follows: 

"12. Segregation of Costs 

"A. For ratemaking purposes, all Diablo Canyon 
costs shall be segregated from other PG&E 
operations. No costs of Diablo Canyon 
shall be included in rates, except as 
provided in this ~greement. Diablo Canyon 
costs include any and all costs incurred by 
PG&E as a result of Diablo Canyon 
ownership, including but not limited to 
administrative and general expenses, 
operations and maintenance expenses, fuel
related costs, and any payment of the costs 
of accidents at other nuclear plants 
assessed to utilities owning nuclear 
plants. 

"B. PG&E shall keep full records, including 
reasonably contemporaneous accounts, to 
allow identification and auditing o£ all 
costs directly allocable to· Diablo Canyon. 
These records shall be consistent with the 
Uniform System of Accounts and applicable 
accounting requirements of the CPUC." 
(0.88-12-083, mim~o. p. 144.) 

The Implementing Agreement, whieh aeeompanied the 
settlement, expands on Paragraph 12: 

"Diablo Canyon operating and overhead costs will 
be segregated from other PG&E operations. 
Diablo Canyon costs shall include an alloeation 
of franchise requirements and uncollectible 
accounts expense. The detailed methodology for 
allocation 0'£ common costs will be determined 
in PG&E's general rate ease .... " 
(0.88-12-083, App. D p.ll.) 

PG&E witnesses described the steps PG&E has taken to 
implement the above-cited terms of 0.88-12-083:: 
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First, PC&E reviewed the Electric Plant 
Accounts to exclude $5· .. 778. billion in Diablo 
Canyon direct plant costs. 

Second, PG&E reviewed its Nuclear Production 
O&M accounts, and removed $-145·,66-7,000 in base 
year 1997 expenses that historically have been 
directly charged to Diablo Canyon. 

Third, PG&E made adjustments for Administrative 
and General Expenses.. According to PG&E,. the 
total exclusion of Oiablo Canyon related A&G is 
$65· .. 2 million .. 

Fourth, as this proceedinq proqressed, PG&E 
further reviewed common utility plant inside 
and outside the Diablo· Canyon plant.. PG&S 
identified an additional $-3-,728,000 in Diablo 
expenses reflectinq charqes and rentals 
attributable to the use of common plant, such 
as vehicles, aircraft, and the general office 
complex, by Diablo employees. 

ORA aqrees with PG&E~s calculation of electric plant 
directly related to· Diablo Canyon. With the exception of certAin 
outside service expenses, DRA also agrees on the amount of Nuclear 
Production (Diablo· Canyon related) O&M expenses to ~ excluded from 
1987 expenses .. 

However, ORA and PG&E differ in two areas. ORA questions 
PG&S'S estimate of the costs which will be incurred by PG&E as a 
result of Oiablo Canyon in the test year for (1) administrative and 
qeneral expenses and (2) common plant.. TURN and FEA also differ 
from PG&E on the segregation of these costs. 

We will address administrativ~ and general costs at this 
point in the decision. The question of common plant is addressed 
in Section III.C .. 6.e, infra .. 

UP's l!X'OPO'lal to ~gate Diablo CMyon MG 
As explained. in ORA's direct testimony, "Adminis-trative 

expenses consist of both direct and indirect items of expense.. The 
items applicable to specific operations. are fir$t seqreqated and 
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assigned directly to those operations." The Commission's long
established procedures for cost allocation require the utility to 
directly assign as many administrative expenses as possible. 
However, some administrative expenses are common to more than one 
operation within the utility. These indirect expenses are recorded 
in the "Administrative And General Aceountfl" 920 through 935. 

Some indirect expenses have a significant relationship to 
a particular factor. For example, pension expenses are commonly 
allocated among the divisions and departments of the utility based 
on the ratio of pension expense to payroll. Other indirect 
expenses are sometimes so general in nature that no single factor 
would precisely allocate the costs. In these instances, we have 
traditionally applied the arithmetical averaqe of the percentaqe of 
four-factors to allocate common costs within the utility. The 
four-factors commonly used to allocate common costs are: 

1. Direct operating expenses, excluding 
uncollectibles, general expenses, 
depreciation, and taxes; 

2. Gross plant~ 

3. Number of employees; and 

4. Number of customers. 

One of the traditional four-factors is "number of 
customers." Obviously, where Diablo Canyon has only one customer, 
a four-factor methodoloqy which uses "customers" as a factor, would 
not accurately allocate Diablo Canyon A&G expenses. Therefore~ DRA 
proposes that A&G costs be allocated between Diablo Canyon and ~he 
remaindor of the electric d.epartment ul5inq a. different' set of 
factors: 

1. Direct operating expenses; 

2. Gross Plant~ 

3. Annual energy output, as a ratio of Dl.ablo 
Canyon output to all generation and 
purchased power; and 

- 43 -



• 

• 

• 

A.88-12-00S, X.89-03-033 ALJ/GLW,BTC/jC w 

• 'j 

4. GenerAtion capacity, as a ratio of the 
nameplate capacity of Diablo Canyon to the 
nameplate rating of all of PG&E~g 
generating units. 

PG&E vigorously criticizes DRA's special four-factor 
allocation. We agree with many of PG&E's criticisms. 

First, PG&E correctly notes that the use of "gross plant
seriously overstates Diablo Canyon's, impact, on A&G costs.. Di~lo 

Canyon, AS a new plant, represents 36% of total plant because it 
has a higher historical cost than other older plants on the PG&E 

, , 

system .. 
Second, PG&E states that ,the use of generating CApacity 

, , , 

and annual energy output weigh the allocation too heavily toward 
the size ot the facility, such that the use of both amounts to 
double counting. PG&E objects that ORA has removed factors which 
do have a caUSAl c,ox;.nect:i.on to common costs, such as the number of 
employees, and replaced them with factors which allocate a 
disproportionate share of costs based on production. We agree with 
PG&E that generating capacity and gross plant, the combination of 
factors selected by ORA, weighs the balance too heavily toward the 
size of the facility. 

Third, PG&E properly observes that the use of "annual 
energy output- is totally defective when the plant is not 
operating. We see no possible causal connect.ion between the energy 
output and administrative and general costs.. Indeed', if the plant 
is not operating and requires additional repairs, maintenance, and 
management attention, Diablo Canyon related A&G expenses mi9ht 
actually .increase; yet, DRA's four-factors would decrease the 
allocation. 

In summary, we find that three of the four factors· in 
,ORA'S allocation do not bear a reasonable relationship to the costs 
to be, allocated and are not a reliable meanB of estimAting A&G 
expenses resulting'~rom operation ~d maintenance of Diablo Canyon. 

'" - 44 -



• 

• 

• 

A.88-12-005·, I .. 89-03-033 ALJ/G'LW,BTC/jc ALT-COM-SWH 

p(jU'8 ProP9so1 to Allocate Diablo canyon AiG 
In order to segregate A&G expenses relating to Dia~lo 

Canyon, PG&E reviewed the 1987 Nuclear Production O&M accounts and 
identified S27~8 million in expenses charged to O&M that 
~typically"' would be categorized as A&G expenses. Although PG&S 
had charged some A&G-type expenses to Nuclear Production O&M, some 
easily identifiable Diablo Canyon costs remained within A&G 
accounts. Therefore, PG&S reviewed its A&G costs and directly 
removed $26,5063,000 from base year 1987. 'l'his adjustment consisted 
of costs which could easily be identified as related to Diablo 
Canyon, such as Property and 'Liability Insurance, Pensions, and 
Benefits. 

Next, PG&E made an adjustment for ~peripheral A&G" costz, 
a :broad category of expenses incurred by PG&E as. a result of Diablo 
Canyon, :but not so easily segregated. PG&S removed $9,990,000 in 
peripheral A&G. 'l'his amount was based upon an estimate of 
peripheral expenses, presented jointly:by ORA and PG&E in PG&E's 
1987 test year general rate case. Although these costs were 
associated with several A&G accounts, PG&E dedueted the total 
amount from Account 921. 9 Adding the $27,800,000 of O&M which 
would be typically categorized as MG the $26·,56·3,000 of easily 
identifiable costs and $9,990,.000 of peripheral A&G. results in a 
total of $64,400,000 in A&G expenses. 

PG&E" S estimate o·f peripheral A&G expenses is :based upon 
an informal survey of various administrative departments conducted 

9 Since Account 922 is credited with administrative costs which 
are recorded in Accounts 920 and 921 which are trans.fered to 
construction, the effect of PG&S"s allocation of all per1pheral 
costs to Account 921, 18. to significantly increase the credit in 
Account 922.. 'l'his accounting approach is not an accurate or fair 
method o·f segregating Diablo Canyon costs .. 
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by PG&E witness Weingart in the fall of 1985 ... 10 In this survey, 
Weingart askeel for a H'juelgment decision'" on the par1: of certain 
department manAgers as to the percentage of their time and effort 
in 1984 which was related to Diablo canyon.. Diablo· canyon was not 
operating in 1984.. Next, he asked them to pro·ject into 1987, based. 
on the assumption that the plant would. be operating in 1987, how 
this woulel change their workload related to Diablo canyon. He then 
applied these percentages to the spreadsheet of 1984 recorded costs 
and 1987 estimated costs to develop a dollar estim4te of A&G 
expenses for each department that could be assoeiated with Diablo· 
Canyon. 

ORA and TORN argue that the informal use study is not a 
reliable basis for strictly segregating Diablo- Canyon related costs 
in 1990. We aqree w;i.th many of ORA.'s and 'rURN's criticisms of the 
use study: 

1. The use study diel not survey all 
executives, departments, and operations 
which would be expected to incur costs 
associated with Diablo Canyon. Althouqh 
sen;i.or PG&E officers book their salaries to 
a subaccount of Account 920, none of the 
time or expenses of the president which 
related to· Diablo Canyon was allocated 
through this study of peripheral costs. 
Weingart explains the omission as· follows: 

"0 Is. that because the president :i.an't 
interested in Diablo, clidn't spend any 

10 When the results were forwarded to ORA on November l, 1985, 
PG&E stateel: 

"Th:i.s information. was gathered through an informal survey of 
the various administrative departments. This info~tion is 
not available in the accounting records. 'rhe figures in the 
table should be considered preliminary. In particulAr, the 
estimates in the Corporate Communicat:i.ons area are 
incomplete.... (Exhibit 294.) 
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time on it, or what is the reason it 
wasn't allocated in that fashion? 

"A When we did the study we assumed that 
the job of president of the company was 
the overall running of PG&E. I would 
still say that is his job. And, 
therefore, we did not allocate 4ny of 
his time to Oiablo Canyon." 
('1:r. 51:5(46) 

Similarly, none of the time of the Board of Oirectors was 
allocated by PG&E to Diablo Canyon. Again, PG&E characterized the 
job of the Board of Directors as overseeing the running of the 
overall corporation, not any specific portion of the corporation. 
'1:hus, even whe~ the President, the Board, and many of PG&E's other 
senior officers incur time or expense as a result of the ownership 
or management of Diablo· Canyon, no effort is made to segregate such 
costs from other PG&E operations. This omission directly violates 
the terms of 0.88-12-083. 

PG&E, in its reply brief, argues that it is not required 
to charge to Diablo Canyon costs which r~sult from Diablo canyon 
operation, if the costs would be incurred by PG&E regardless of the 
existence of Diablo Canyon. '1:hus, PG&E reasons, even if a 
substant1al portion of the "overall m4naqement"· of the company is 
devoted to the operation of Diablo Canyon, it should not be charged 
to Diablo Canyon, because these salaries would be incurred even in 
the absence of Diablo Canyon. 

PG&E·'s argument misreads 0.8:8-12-083. PG&E should recall 
that O~88-12-083 separately allocates all revenues from the 
operation of Diablo Canyon. We did not subtract those revenues 
which would have been earned "'regardless of the existence of 
Oiablo~" Similarly, we require PG&E to segregate all costs of 
ownership and operation of Diablo Canyon, without consideration of 
those costs which might have been incurred regardless of the 
existence of the facility. There are many demands on the time and 
talent of PG&E's· senior management. Every hour of their time that 
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is devoted to the operation of Diablo Canyon reduces the time 
available to focus on other aspects of utility operations, and 
thereby shifts the costs of managing the utility to other 
personnel. 

PG&E characterizes the time and expense incurred by 
PG&E's senior management which is devoted to,manaqement of Diablo 
Canyon as "time devoted to the overall direction of 'the comptmy." 
(PG&E reply brief, p. 127; emphasis added.) We agree that Diablo 
Canyon costs are costs of running the company. However, not all 
costs of running the company may properly be charged to ratepayers 
as cost of service. With the adoption of 0.88-12-08'3 and the 
recent creation of PG&E Enterprises, PG&E is effectively divided 
into three distinct parts, a regulated electric and gas utility, 
the Diablo Canyon nuclear plant, and various unregulated 
subsidiaries (Enterprises). The separate functions are reflected 
in the Management Incentive Plan (See Section III.C.So.1:>(l) below) V' 
which describes "'the company's three 1989 in.1.tiat.1.ves are to, 
operate the utility in such a manner as to earn the full authorized 
rate of return; to operate Diablo Canyon'safely, reliAbly and 
profitably; and to invest in suitable unregulated businesses." 
(Exhibit 76.) 

Only those expenses incurred in the first of the 
company's initiatives, operation of the utility, are properly a 
cost of service to be charged to ratepayers. In past deCisiOns, we 
have routinely recognized that not all costs o·f running a 
divers·ified company are proper ratemaking expenses and. we have 
employed various devices to ensure that only that portion of senior 
management time devoted to running the utility is eharged to the 
utility. 

2. The survey was conducted Defore Diablo 
Canyon began operating. Certain department 
managers were asked to estimate the 
percentage of A&G in 1987, assuminq the 
faeility was operatinq. However, the 
numbers were merely est~mates, and were not 

• - 48-



• 

• 

• 

A.88-12-005" I. 89-03-033 ALJ /GLW ,BTC/ jc ALT-COM-SWH 

a measure of actual operating experience. 
In defense of these estimates, PG&E argues 
that the 19'85- use survey may understate 
Diablo Canyon expenses in such areas as 
ratemakinq expense. PG&E'8 specific point 
is incorrect~ According to Weingart, the 
informal survey inquired into expenses of 
only three accounts, (920, 921, and 923). 
Account 928, requlatory cOmnU,ssion 
expenses, was not even within the scope of 
the use survey. 

3. PG&E did not systematically document the 
responses. Many responses were verbal. 
There is no record of how the various 
estimates were derived. Notes of the 
interviews were not retained. 

There is very little evidence in this record regarding 
the amount of actual time and expen~es of corporate center 
personnel currently devoted to Diablo Canyon activities. However, 
the limited information that is available suggests that the 
estimates of expenses which were made in 1985 will not accurately 
reflect the actual allocation of costs to Diablo· canyon in 1990. 

For example, the 1985· survey indicates that the Public 
and Employee Communications unit ~ill incur only $1,000 in Diablo 
Canyon related expenses.. Yet, according to, the MIP, this unit will 
focus its delivery systems on messages that support-three goals, 
one of which is operating Diablo Canyon efficiently and 8afely. 
Specific activities include semi-annual publications that report on 
emergency planning and monitoring activities for target residential 
audiences in the Diablo Canyon Public Education Zone. It is 
possible that these 1989 activities and expenses were known to PG&E 
when the survey was conducted in 1985" and that such expenses were 
somehow accounted for in PG&E's allocation of A&G expense. 
However, the burden of proof falls upon PG&E to reconcile the 1985· 
estimate of $1,000 with actual, current operating conditions which 
focus this department's initiatives on Diabl~Canyon. In the 
absence of records to reflect how the 1985· estimates were derived, 
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we must reject PG&E's use stUQY as a basis for segregating common 
costs. 

Beginning in 1990, PG&E plans to implement an tmproved 
Qirect charging methodology by which the great majority of 
corporate services peripheral A&G costs relateQ to Diablo Canyon 
will be Qirectly chargeQ or attributed to Diablo Canyon, in a 
manner fully aUQitable by the Commission anQ consistent with the 
uniform system of accounts.. While we applaud PG&E'5 plan to 

directly charge most common or peripheral administrative expenses, 
we are concerneQ that PG&E may m1sunderstana the criteria for 
Qirectly charging such costs.. AS we explained earlier, all costs 
relating to the ownership and operation of Diablo Canyon must be 
segregated, includinq costs incurred at the highest managorial 
levels. 

We stress that costs must not be charged to Diablo Canyon 
on an incremental basis. Under cross-examination, Mr. Weingart 
described how he instructed department managers to· identify as 
peripheral A&G costs to be allocateQ to Diablo Canyon: 

"SO it took a while to eQucate them that we were 
not lookinq for things that always that were 
specifically identifiable, but if th~ felt 
that there was some of there work that was 
involved to a certain extent with Di41)10, took 
an extra calculation or something to, that 
effect, that it should :be included." 
( 'I'r. 5·1: 564 2 • ) 

The reference to an "extra calculation or something to 
that effect'" suggests that PG&E. has taken an incremental approach 
to the allocation of Diablo Canyon costs. That is, if an employee 
performs a task with a purpose of benefits common to Diablo C4nyon 
and other departments, the cost is identified And segregated only 
if consicieration of Diablo Canyon requires an "extra'" effort or 
expense. In 0.88'-12-083· we spec.i.fieci that all costs incurred k>y 

PG&E as a result of Diablo Canyon ownership· shall be segreqateci and 
charged to Diablo Canyon.. We d';i.·d not state, nor did' we in any 
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intend, that only those incremental costs incurred by PG&E should 
be charged to Diablo Canyon. 

Under PG&E~s approach, if the preparation of an income 
tax statement which includes revenues from the operation of Oiabl~ 
Canyon required the SAme number of calculations as the preparation 
of an income tax statement without Diablo canyon revenues, then the 
tax department would charge no portion of its time, directly or 
indirectly, to Diablo Canyon. 

PG&E ' s approach is incorrect. The cost of preparing an 
income tax statement for revenues derived from Diablo Canyon is 
clearly a cost of operating the facility and is a cost, for 
ratemaking purposes, which must be fully segregated from other PG&E 
operations. PG&E may segregate this cost by charging to Diablo 
Canyon the actual cost of the services provided,. or if the services 
serve a common purpose, a proportional share of the costs. In this 
particular instance, the proportion of the cost of income tax 
preparation could be based on the proportion of revenue 
attributable to· Diablo· Canyon. 

Another e~ple 0·£ PG&E' s mistaken approach to cost 
segregation is reflected 1n the testimony of We1ngart:: 

"'Q 18 any of your time charged to, Diablo 
Canyon? 

"'A No. 

"Q So none of the time you spent preparing your 
testimony appearing these past few days? 

It'A I am testifying in the general rate ease to 
determine general rates. I am specifically 
testifying to other than Diablo, Canyon 
costs. I am not aOing Diablo· Canyon work 
right now. I am doing non-Diablo Canyon. 

That "S what we "re here to. determine, non
Diablo Canyon expenses. 

"'0 And' none o·f your time hAs been over the past 
years· as far as you know, charged to Diablo 
Canyon? 
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"'A No. II' (Tr. 52:5706-5708) 

We do not accept Weingart's reasoning. No cost is more 
clearly a cost of owning and operating Diablo Canyon than the cost 
of identifying expenses to be charged' to Diablo Canyon. Although 
Weingart states that he is testifying to· "other th4n Di@lo Canyon 
rates,"' he can testify competently to ~other th4n Diablo CanyonH 

costs only after having ascertained Diablo canyon costs. The time 
devoted to determining Diablo Canyon expenses, and of presenting 
this determination to the Commission, must be charged to Didblo 
Canyon. 

The very nature of A&G expenses is that they are often 
common to more than one function and therefore difficult to, 
segregate. Virtually every item of common expense could be 

rationalized a8 Weingart has done to be a non-Diablo expense. For 
example, under Weingart's rationale, if a PG&E worker is dividing 
supplies, part of which are to be delivered to Diablo Canyon, that 
worker'S time could be characterized as counting non-Diablo 
supplies, and thus none of that worker's, time would be considered 
to be a cost of operating Diablo· Canyon. (Of course, the converse 
could also be true. It could be said that this worker's time was 
devoted to counting Diablo Canyon supplies, and all of the time 
should be charged to Diablo Canyon.) In this example, where a cost 
is incurred for a common purpose serving both Diablo Canyon and 
non-Diablo Canyon operations, 0.88-12-083 requires that the costs ~' 
be fairly apportioned. For all common expenses incurred by PG&E at 
every level of management, we expect PG&E to fairly apportion the 
costs between Diablo Canyon and non-Oiablo Canyon operations in 
proportion to the value of services rendered or the benefits 
received. 

In response to· ALJ Wheatland's request, PG&E reviewed all 
corporate center activities under the managerial level,. and 
concluded that the great majority of corporate center peripheral 
A&G costs related to- Diablo Canyon ,can be directly ch4rqed or 
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attributed. PG&E plans to implement an 1mproved system of direct 
charqing of Diabl~ Canyon A&G expenses by the start of 1990. 

In order to ensure that PG&E'S, .improved system of direct 
charging fully allocates all costs of owning and operating Diablo 
Cal'lyon to Diablo Canyon, consistent with D.88-l2-08:3 and the terms 
of this deCision, we will direct PG&E to file and serve 4 report in 
this proceeding, by March 31, 1990, which fully describes the 
standards, procedures and instructions employed by PG&E for 
directly charging or attributing all A&G expenses and common plant 
to Diablo Canyon. The report shall include all instructions, 
operating procedures or accounting guidelines which will qovern 
reporting and recording of time and expenses incurred by employees 
who work outside the gates of Diablo Canyon, including employees at 
the managerial level. 

In summary, while we endorse a system of direct charging 
and a direct uee study 4S an appropriate basis for allocating 
common costs, PG&E's informal survey is neithe: t1mely, 
comprehensive, or rigorous enough to reasonably predict the A&G 
costs resulting from full operation of Diablo Canyon in 1990. 

'Abe Adopted Appr~cb to ~qreq(lt1on of MG costs 
According to PG&E, the :eal issue regarding Diablo 

peripheral A&G costs is "which method -- PG&E'S use survey or DRA's 
special fou:-factors -- provides the Commission with a more 
accurate estimate of co:porate overhead costs incu:red by Co:porate 
Services Departments on behalf of Diablo." (PG&E reply brief, 
p. 111.) 

We see the re~l issue d~fferently: Regardless of which 
method ~s more accurate, DRA's or PG&E'G, is either method 
sufficiently accurate to ensure with reasonable confidence and 
fairness that all costs of Diablo Canyon will be strictly 
segregated in 19907 

The answer to· this question is that neither method i8 
reasonably fair or accur~te.. PG&E's study of pe:ipheral costs is 
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unreliable because it was informal, limited in scope, and poorly 
documented.. The results are ])asecl on recorded data which is 
extremely dated and represents quite different operating 
conditions. The 1987 estimates are not a study of actual use. And 
Weingart's testimony raises doubt as to· vigor of PG&E's effort to 
segregate all costs resulting from the operation of Oiablo Canyon. 

Nor are we convincecl that the results of ORA's approach 
are accurate or fair. We find that three of the four-factors in 
ORA's allocation do not bear a reasonable relationship to the cost 
of being allocated and are not a reliable mean& of estimating A&G 
expenses resulting from Oia])lo canyon. 

What is the appropriate method for segregating common 
costs which are difficult to identify? 

1:0 answer this question, it is instructive to consider 
two earlier decisions involvinq PG&E. In a 1980 proceeding, 
Case 57202, staff proposed an estimate of A&G expenses based on a 
speCial two factor allocation. Staff used a two factor allocation, 
rather than the normal four-factor, because staff ~lieved that the 
four-factor did not reasonably allocate costs to the small water 
division of PG&E. Thus, staff used "enqineerinq judgment" to 
select two factors to allocate costs ~tween this special sm4ll 
diviSion and the remainder of PG&E. We adopted the· two fllctor 
estimate. (0.9l325, February 13, 1980., 

PG&E petitioned for rehearinq of D .. 91325. In D .. 92851, we 
modified our prior decision to adopt the four-factor method of 
adopting common plant and expenses. We held that there had not 
been sufficient evidence to support the assumption that the special 
~wo factor methoa would be more reliable. We explained: 

"'l'he most accurate, and thus, preferable method 
of making allocations of common utility 
plant ••• is on the basis of a study in which 
each item is allocated between departments or 
districts according to· directly as.signable use. 
Similarly, direct assiqnments to-A&G· expenses 
are preferable. 
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"Use stuc1ies of common utility plant And studies 
looking to direct assignment of most A&G 
expenses involve A rev1ew of PG&E's overall 
operations, and require consic1erAble staff or 
utility time and manpower to produce. 
Formerly, it was the practice of the Commission 
staff to conduct such studies at intervals of 
three to five yeArs in connection with generAl 
gas or electric rate proceedings. In recent 
years our staff could not make available the 
necessary manpower to conduct such studies. 
Therefore, the four-factor method" formerly 
used only to make Allocations of those items of 
A&G expenses which could not be directly 
assigned,. hAS been used instead of full-scAle 
studies. ft· (0.92861, mimeo .. p. 2a .. ) 

In 0.9268l, we Adopted the four-fActors· on an interim 
bAsis, And we directed PG&E to, undertAke A new, up-to-date, full
SCAle use study of common utility plAnt and of A&G expenses and to 
present such studies in the next generAl rate CAse .. 

Similarly, in the case before us, we find that the most 
accurate and preferable method of satisfying the requirement of 
0.88-12-095, that the costs of Oiablo Canyon be fully segregated, is 
for PG&E to conduct A current, full-scale use study of expenses 
booked to Administrative and General Accounts, and to carefully and 
completely allocate such expenses between Diablo Canyon and other 
operations. We expect more than an informal, telephone survey. We 
expect PG&E to carefully develop a written format r to review the 
format with O~ and other interested parties, and to, obtain 
itemized, documented responses from all departments, officers, and 
managers who record expenses in AbG aocounts. 

. 
The desiqn and format of the use study shall be reviewed 

by ORA and other interested parties in A workshop, to be moderated 
by CACO, in September 1990. The use study shall be completed and 
filed with the Commission by Oecember 31, 1990. ORA and other 
parties may review and comment upon the study.. Such comments shall 
be filed by March 15, 19'91. Based on the submitted stUdy: e.nd the 
eom.",ents of the parties, the Commiss·ion maYr in its d'iscretion, 
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conouct further hearings to consider revisions to the revenue 
requirement for cornmon plant and AbG for the 1991 or 1992 attrition 
years. 

While there is a cost to PG&E and a burden on the 
Commission of verifying the study, it is absolutely necesS4ry to 
establish a fair and accurate segregation of Diablo canyon costs. 
It is not an exerci~e that will be performed very often, but it 
must be performed thoroughly and professionally at the outset of 
the Diablo Canyon approach. If revenues are to be strl.ctly 
accounted and segregateo (rather than estimated or four-factoreO), 
costs should be segregated with equal care~ 

As we stated above, the Comml.ssion considers the costs 
incurred by PG&E in determining the proper allOCAtion and 
segregation o·f Diablo Canyon costs to be a cost resulting from the 
operat.ion of Dl.ablo Canyon. Therefore,. all costs incurred by PG&E 
in preparation of the use study, as well as for partieipation in 
the workshops, and further proceedings on this issue, shall be 
charged to Diablo Canyon. The basic approach we are taking bears 
repeating: For all common costs incurred by PG&E at every level of 
management, we expect PG&E to fairly allocate the costs between 
Diablo Canyon and non-Diablo Canyon operations l.n proportl.on to the 
value of services rendereo or the benefits received. 

This is the first time the parties and the Commission 
have grappled with the exact means of segregating Diablo expenses 
and implementing that part of the Diablo Canyon settlement. Thus, 
we recognize the need for a degree of l.n~erim flexibility; although 
we expect ~ far more rigorou~ and thorou9h approach the next tl.me 
this issue comes before us. Pending'" complete, eurrent use study 
of Diablo Canyon-related. A&G expenses, we will make an interim 
",llocation of expenses for 1990. 

We have employed a five-step process to allocate A&G 
expenses common to Diablo- Canyon and. other PG&E operations .. 
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1. We begin with PG&E's expense estimate for 
the test year, as reflected in the 
comparison exhibit~ 

2. We have added to the expense estimate, the 
amounts which PG&E has allocated to Diablo 
Canyon. These amounts fall into one of 
three categories: 

- O'X:' Expenses allocated to O&M which 
PG&E believes would be typically 
categorized' as A&G. These expenses were 
distributed among the various A&G 
accounts in the manner utilized· by DRA in 
Exhibit 133. 

- Direct: Expenses directly charged to 
Diablo Canyon. These expenses were 
distributed among the A&G accounts by 
PG&E. 

- Peripheral: Expenses estimated by PG&E's 
1985 informal use survey. PG&E's 
informal use survey focused on A&G 
expenses. in three accounts, 920, 921, and 
923. However, in estim4ting 1987 
peripheral expenses, PG&E allocated these 
costs among eight A&G accounts, without 
an explanation of how the survey of three 
accounts was extrapolated to eight 
accounts. To· complicate matters further, 
in this proceeding PG&E proposes to 
assign all peripheral A&G expenses to· 
Account 923. For the purposes of this 
decision, we will distribute peripheral 
A&G among the A&G accounts, as set forth 
in ORA's Exhibit 133, which interprets 
PG&E's 1985· data response and PG&E 
workpaper OC-21. 

3. By adding these various A&G expenses to 
PG&E's 1990 revenue request, we now have a 
picture of the overall level of A&G 
expenses which PG&E would have incurred had 
the costs of Diablo· Canyon not ~en 
segregated. (Appendix 0, Column R •. ) 

4. Once we determined the overall level of A&G 
expenses. (including Diablo· Canyon costs) in 
each account, we reviewed· all aspects of 
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, . 
each account and, where appropriate, made 
specific adjustments. (Column I.) 

S. We next compared' the the total of Oiablo 
Canyon related A&G, a8 identified by PG&E 
(Column G), with the total A&G after after 
all other adjustments. 

For four of the accounts (923, 924, 92S, and 930.2), we 
will accept PG&E's allocation of Diablo Canyon expenses. 

,Account 92.3 

This account includes the fees and expenses of 
professional consultants and others for general services which 4rc 
not applicable to a particular operating function or other account. 
PG&E has identified $13,220,000 in Oiablo canyon O&M expenses which 
it believes would be otherwise attributable to this account. As we 
discussed earlier, if these expenses have been assiqned to O&M, it 
would seem that they are applicable to a particular operatinq 
function and therefore not properly chargeable' to Account 923. 
Nevertheless, we will give PG&E the benefit of the doubt in 1990. 
Accepting the O&M peripheral expenses removed by PG&E,. we will make 

no further adjustment for Oiablo Canyon related expenses in 
Account 923. 

Account 924 
PG&E has directly charged $7,68S,OOO of insurance 

expenses in Account 924 to Diablo Canyon. We are satisfied that 
PG&E has removed all insurance expenses resulting from the 
ownership and operation of Diablo Canyon. 

Account 92.5 
PG&E has directly removed $667,000 in Oiablo Canyon 

expenses from Account 92S,. In add~tion, PG&E attributes a portion 
of its estimate of peripheral MG costa to Account 925-. The 
amounts removed from Account 92'S, appear to, be a reasonable estimate 
for 1990. A major component of ,this account .i.s third party claims. 
Since Oiablo Canyon operates within a secured facility, we would 
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reasonably expect third party claims to be lower than for other 
utility operations. 

AcCOW!t 9;30.2 
This account includes the cost of lAbor and expenses 

incurred in connection with the general management of the utility 
not provided elsewhere. PG&E has removed. 16·' of the expenses from 
this account, approximately equal to the ratio of Diablo Canyon 
labor to· overall company labor. As we noted earlier, some indirect 
expenses have a significant correlation to a particular factor. 
Historically, we have observed a strong correlation between certain 
A&G accounts and overall utility labor. Since Diablo Canyon labor 
is 16~ of total company labor, we would reasonably expect Diablo 
Canyon's share of A&G expenses in this account, when properly 
segregated, to represent approximately 16% of total expenses. 
Therefore, we will adopt PG&E's estimate for Account 930.2. 

For two accounts, Accounts 930.0 and 935.0, PG&t has 
removed no Diablo Canyon related A&G. In five accounts, PG&E h4s 
removed some Diablo Canyon expenses. The amounts removed by PG&E 
range from 7. G·, to 12 .. 3 % of total A&G expenses in. each of these 
accounts. Based on our review of these seven accounts, we find 
that the amounts allocated by PG&E to· Diablo Canyon, if any, are 
likely to significantly understate the full extent of AbG costs 
resulting from Diablo· Canyon operation • 

.AcC;ount 920 
Account 9.20 includ.es the compensation of officers, 

employees, and other employees properly chargeable to utility 
operations and not chargeable directly to a particular operating 
function. 

PG&E states that $12,516,000 of O&M charges can be 
imputed to ~e A&G expenses. We have difficulty in. accepting this 
imputation. If the expenBe i8 Known to 1:>e related to nuclear 
operations, it would. seem to be the type of expense directly 
chargeable to a particular operating function. If the expense is 
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directly chargeable, it is not properly classified as An ~G 

expense. However, for the purposes of this decision only, we shall 
give PG&E the benefit of our doubts, and Assume that these O&M 
expenses would otherwise be charged as A&G. With this assumption~ 
the total amount of DiAblo Canyon A&G removed by PG&E is 
$15,871,000, or 12.3% of total A&G in Account 920. 

As discussed above, PG&E's 1985 study understat~s the 
level of peripheral A&G in Account 920 for several reasons. While 
the compensation of officers is included in Account 920, PG&E's use 
study generally did not allocate officer'S time to Diablo Canyon 
activity. Moreover, it is not clear that the coordinator of the 
survey nor those surveyed, understood the necessity for strict 
segregation of all common costs. 

This is one of the A&G accounts which has historically 
reflected a causal correlation with overall lAbor expenses. 
Therefore, we will remove 16% of the total A&G, expenses as the 
amount we reasonably expect to be chargeable to Diablo Canyon 
operations in 1990. The amount we remove credits PG&E for those 
expenses said to charged to O&M as well AS PG&E's peripheral 
adjustment. 

Account 921 
This account includes office supplies and'expenses 

incurred in connection with the general administration of the 
utility'S operations which are assignable to specific 
administrative or general departments.. 

PG&E attributes $667,000 in O&M and $2,092,000 in 
peripheral A&G to· Diablo Canyon, for a total of $2,759,000, or 
7.3% of total A&G in Account 921. 

As with Account 920, we would reasonably expect that the 
percentage of office supplies 4nd expenses relatecl to Diablo Canyon 
would correlate with the ratio, of Diablo· Canyon lllbor to totlll 
company laborw We will remove 16% of the totAl A&G expen&es. in 
Account 921 as the amount reasonably chargeable to Dia})lo CAnyon .. 
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crediting PG&E for those amounts attributable to O&M and peripheral 
expenses. 

Accopnt 929-
ORA takes exception to the Oiablo Canyon adjustment of 

$18,211,000 for employee pensions and benefits. PG&E explained the 
calculation of Diablo Canyon pension costs as follow: 

~PG&E's pension and Benefit expenses are 
dependent on the size of the company~s 
workforce. Therefore, a la~r-growth factor is 
used to develop an estimated year's Pension and 
Benefits expense. Initially, the Pension and 
Benefit estimate is developed assuminq an 
employee population equal to, the population in 
1987. This estimate is then multiplied by the 
labor-growth factor (the estimated year's labor 
in constant dollars divided by 1987's recorded 
labor expense) to adjust for the forecast 
year's estimated employee level. 

"By keepinq DCPP labor in the recorded-year 
denominator of this factor but excludinq it 
from the estimated-year numerator, Pension and 
Benefits expenses related to, Diablo, canyon are 
removed from the forecast.~ (Exh. S, pp. 5-4., 

ORA believes that PG&E's adjustment understates the 
actual pension cost incurred by Diablo Canyon in 1987: 

"''l'he Electric Department's percentage of Direct 
Labor for 1987 was 73.37\. Diablo Canyon's 
direct la~r as a percentage of the Electric 
Department' fI direc': labor was 16 .. 06·%. 
'l'herefore, pensions and benefits based on 
Diablo· Canyon's direct labor should be $32 .. 443 
million ($275.238 million x 73.37% x 16.06%) 
for 1987." (Exh. 133, pp .. 2-6., 

PG&E has not responded to the auditors' recommendation. 
Absent evidence to the contrary, it is reasonable to assume that 
the ratio of Diablo Canyon's pension expen8e to total pension 
expense should be approximately equal to the- rati'o. of ,the Diablo 
Canyon labor force to the total labor force. Similarly the ratio 
of Diablo Canyon pension expense to· total pension expense in 1990 
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should ~e approximately equal to ratio of the forecasted Diablo 
Canyon employee level to the total employee level. 

PG&E's formula for calculating DiablQ Canyon pension 
expense is likely to misstate the actual costs, unless there is a 
constant relationship between the size and cost of the Diablo 
Canyon labor expense between 1987 and 1990. A constant 
relationship is unlikely. We will adopt DRA"s fomula for 
Account 926,. 

~c;count 928-
This account includes expenses properly includable in 

utility operating expenses, incurred by the utility in connection 
with formal eases before regulatory eommissions. PG&E attributes 
$16-,000 of peripheral A&G to this account. PG&E also indicates 
that $3,376,000 of expenses relating to Diablo Canyon were directly 
removed from the account in 1987. As set forth in this opinion, 
the issue of allocation of Diablo Canyon costs will continue before 
this Commission in 1990, and the time and expense which PG&E 
devotes to this issue must be charged to, Diablo Canyon. In our 
view, Diablo, Canyon related costs should'represent at least 16% of 
the total expenses in this account. We will credit PG&E for the 
$l6,000 of peripheral A&G attributed to this account. We do not 
credit the $3,376-,000 directly removed in 1987, because this amount 
appears to be a nonrecurring e~nse associated with the start-up 
of the facility. 

~COUnt 930 
This account includes research and development expenses. 

PG&E allocates none of the costs in this account to- Diablo Canyon. 
TORN, on the other hand, believes that R&D related to 

Diablo Canyon should be charged to Diablo Canyon. TORN recommends 
reducing PG&E's R&D budget by $1,111,000 to· account for four 
projects whose ciescriptions indicate that the projects are intend~d 
to provide specific benefits to Diablo Canyon. TORN calculated the 
disallowance by multiplying total cost of these four projects by a 
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factor equal to Diablo Canyon's share of the relative percentaqe of 
energy output forecast for the test year. 

PG&E makes two different arguments aqain8t TURN's 
proposed disallowance. In its supplemental brief, PC&E arques that 
no causal relationship between Diablo Canyon and these four R&D 
projects has been shown. ~his argument is incorrect. Clearly, a 
portion of each project either involves research at Diablo Canyon 
or research related to nuclear power plants. 

In its reply brief, PG&E does not deny a caus~l link. 
Instead., PG&E argues that TURN's allocation formula is incorrect, 
Hwhen, in fact, very little of R&D work carried out in these 
projects is applicable to Diablo Canyon. H (PG&E reply brief, 
p. 124.) ~his ~rgument has more merit. However, it is not 
sufficient for PG&E to ~1mply argue that the allocation 
overestimAtes the cost. As we have noted in numerous past 
d.ecisions, if a party believes that a different amount should be 
adopted, it must offer evidence of the appropriate amount. In the 
absence of such evidence from PG&E on this issue,. we adopt TURN's 
alloeat.i.on. 

DRA also proposes a Diablo Canyon related disallowance to 
Account 930 R&D programs. DRA believes that a portion of PG&E's. 
Electric Power Re~earch Institute (EPRI) dues be charged to Diablo 
Canyon. DRA has identified certain EPRI proqr4ms relating to- the 
operation of existing nuclear plants which are exclusively of 
benefit to Diablo Canyon, and requests that the portion of EPRl 
dues correspondinq to· this portion of the EPRX proqrams be 
allocated to Diablo Canyon. 

PG&E agrees that a portion of the EPRl budget relates to 
the operation and maintenance of existing nuclear power plants. 
PG&E also agrees that Diablo Canyon will be able to share and use 
PG&E's EPRX information. However, PG&E argues that the dues are 
not. "0. result 0'£" PG&E's. ownership of Diablo Canyon and. there-fore, 
none of the d.uee should be charqed to- Diablo Canyon. PG&E'5 
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~rgument is premised on the assumption that 0.88-12-083 defines 
Dia~lo Canyon costs as only those ~dditional and sepArate costs 
which directly result from the operation of Dia~lo Canyon. PC&E's 
interpretation of D.88-12-083 is too narrow. In adopting the 
express terms of Paraqr~ph 12 of the settlement~ we intended to 
define Di4~lo Canyon costs to include ~dministrative ~nd general 
expenses. 
operation. 

Such general costs are often common to more than on~ 
Simply put, if Dia~lo Canyon utilizes the resources of 

the utility, that utilization incurs a cost and the cost is a cost 
resulting from the operation of Oiablo CAnyon. 

PG&E also ~r9Ues that the EPRI projects which benefit 
PG&E have a value far and away qre~ter than the dues PG&E pays. If 
this is true, the corollary should also be true. Those projects 
which will ~enefit OiAblo Canyon should have a value to Diabl~ 
Canyon f~r ~nd ~way greater that Diablo Canyon's fair share of the 
dues. We will adopt ORA's adjustment of $2,982',000. 

Account g'al 
Account 931 includes rents for property used ~y the 

utility for qeneral and administrative functions. PG&E attributes 
S::.,722,000 of peripheral A&G to, this Account.. As we expl~in for 
Account 920, we expect that full segregation of Diablo Canyon A&G 
will result in a larger allocation, approximately proportionate to
the rAtio of Diablo CAnyon labor expense. We will remove 16% from 
Account 931, and credit PG&E for the amount attributable to 
peripheral A&G. 

Account ..9'35 
This account includes the cost assiqna~le to customer 

accounts, sales,. and administrative and general functions incurred 
in the maintenance of property. PG&E made no adjustment to this 
account. In Section III.C., we ad~ess the allocation of common 
plant and PG&E's system of d.ixeet charging.. From this record, it 

does not appear that PG&E's system of d'irect charging provides for 
reimbursement o·f Account 93$ expenses. In the absence of such 
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evidence, an adjustment is appropriate for Diablo canyon related 
costs. We will allocate a portion of the expenses, using the 16% 
formula applicable to Accounts 9'20 and 921. 

Now that we have considered the segregation of A&G costs 
rela~in9 to ~he ownership and operation of Diablo Canyon, we will 
discuss other, non-Diablo Canyon adjustments to these accounts. 

b. Account 920: Admini§tnti'V'e and- Gen~ral Salari.es 
PG&E requests $113,40'S,,000 in Account 920. PG&E's 

est.i.mate for this account exceeds ORA's estimate })y $24,700,000. 
Part of the difference is explained by the use of different "four
factors t. and in differences. in allocating the costs of Diablo 
Canyon discussed above. The remaining difference of $13,273,000 
results from· PG&E"s request for additional costs to fund a new 
Management Incentive Plan. DRA, FEA, and TURN oppose this proposed 
increase. The MIP' is discussed in subsection b·. (1) , below. 

FEA expresses concern over PG&E's proposed in-house 
reprographics acijustment~ FEA believes that the average $3S,000 
annual salary_estimated for the ten new reprographics employees is 
excessive. FEA supports PG&E's decision'to- hire new employees to 
reduce the net costs of hiring outside vendors for reproqraphics, 
but FEA believes the net savings are understated because of the 
excessive salary levels. Generally, the Commission. does not intend 
to determine the reasonableness of compen84tion for specific job 
claSSifications, particularly rank and. file positions. That is- a 
function we leave to the discretion of management. Therefore, we 
find the PG&E's estimated savings from in-house reprographics work 
to be reasonable. 

(1) Management 1ncentiv" 
.8ackgx:ound 

In 1983 PG&E implemented an incentive plan for management 
employees. In A. 85-12-05,0, the 1987 test year general rate case I 
PG&E reques.teci an increase of $2,209,000, to fund this management 
incentive plan. (MIP)., We considered the MIP' in 0 ... 86-12-095-: 
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"(W]h;'le execut;'ve compensat;'on 1s on par w1th 
the other uti11ties, we find merit 1n the staff 
arqument that 1f PG&E"s execut1ves perform well 
enough to justify the 'bonus,' then there 
should be enough sav1ngs. to pay for the HIP. 
We also note that PG&E does not disagree thAt 
MXP savings not only benefit the ratepayer, 
they also benefit the stockholder through 
increased corporate earn;.ngs. Accordingly, we 
believe that it is fair that the stockholder 
should bear some part of the expense of the 
HIP. We conclude that a 50/5·0 sharing of the 
MXP expense is reasonable. On this bas.is, we 
adopt an expense level of 50% of the HIP for 
the test year.'" (0.86-l2-095·, mimeo •.. 
pp. 55-56.) 

We further ordered that the proceed1ng rema1n open for 
the holding of workshops on management eff1cieney and incentives,_ 
to develop a record which explores answers to specific questions 
including the following: 

o Should rules or guidelines be adopted to 
implement a program for the evaluat10n of 
management efficiency of utilities? 

o Are there common factors of unit price 
quality of serv1ce, salaries, product1vity, 
and f1nancial performance that may provide 
fa1r and effect1ve measures of management 
effic1ency? 

o Can efficiency gu1delines encourage 
management innovation, 1ngenu1ty, and 
aggress1ve cost control performance? If 
so, how? 

o Is the equal sharing of costs and benefits 
a useful concept for management effic1eney 
incentives? Can this concept be app11ed 
1nd1v1dually as well as company-wide or 
industry-wide? 

The purpose of these workshops was to· help us develop 
methods of fair, practical, and sens1ble management efficiency 
evaluation. 
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fGig'8 MIP Proposal for the 1990 test Year 
In this proceedinq PG&E requests funding for 4 new 

management incentive plan. The new plan merges and expands PG&E'S 
previous m4nagement incentive and team award progrAmS. Other than 
descri~ing the general purpose of the new plan, PG&E's initial 
written testimony provided no details on the structure or operation 
of the plan. 

PG&E oriqinally requested $19',891,000 for funding- the 
MIP. PG&E later reduced this amount by $1,775,,000, astloeiated with 
the Nuclear Power Generation unit, resulting in a revised request 

11 of $18,116-,000 .. 

PG&E witness Weingart, under cross-examination, provided 
some additional details on the operation of the plan.. The !ir~t 

explicit written description of the plan in this record was 
provided in PG&E "s rebuttal testimony, Exhibit 64.. Towar<1 the 
close of the rebuttal hearings, PG&E also entered into evidence 4 

copy of a data response to ORA, which contained a copy of the 1989 
HIP and related information. 

follows: 
PG&E's rebuttal testimony explains the program as 

"PG&E's Mdnaqement Incentive Plan has two sets 
of qoals: funding unit goals and corporate 
qoals.. The funding unit goals are negotiated 
~etween the fundinq unit lead officer and the 
chairman, vice-chairman, and president. This 
process of neqotiation ensures that the goals 
are stretch goals and that they ena~le the 
company to focus on its miSSion to' provide 
valuable, dependable, and fairly-priced utility 
services.. Department goals for the MIP are 
negotiated between individual department heads 
and the funding unit lead officers, and' are 
derived from the department head working· 
closely with his or her employees. "l'his 

11 PG&E's revised request cons.ists of $11,49S·,000 (electric), 
$6·,596,,000 (gas), and $22,000 (steam), for. ." toto.l of $18,116,000. 
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process ensures that the goal! are v1ewed 4S 
clear, measurable, and reasonable by the 
employees. These goals Ar& also, tied into 
PG&E'8 business etrateqy t~ provide a level of 
service that customers value. 

liThe corporate goals are currently basecl on 
corporate f1nancial performance, as measured by 
corporate return on equity and by utility 
return on equity (ROE). These goals were 
adopted because they reflect the overall 
performance of the company. As is the practice 
with incentive programs, the goals were adopted 
with stretch goals target. The corporate goals 
were clearly communicated to employees, who 
have been provided m4ny opportunities to become 
acquainted with the reasonablenes! of these 
goals. The corporate goals capture overall 
corporate performance, ensuring that funcling 
units identify common interests and work 
together as a unified company to capture 
synerqy and give PG&E an edge in the 
achievement of cost-effectiveness. Good 
per.formance on the ROE goals also ensures that 
the finanCial community regards PG&E a8 a good 
funding risk, which keeps the cost of capital 
for future investments low. This" in turn, 
reduces costs to, our customers •••• 

"Corporate ROE reflects the perforIMnce of 
utility operations along with that of non
utility operations. It is appropriate to use 
corporate ROE as a performance criterion 
because PG&E is one company and each part has 
an effect on the whole. The successful 
operation of Diablo canyon will have a positive, 
effect on PG&E's cost of doing :bus1ness. For 
example, it will lower PG&E's cost of c~pit~l. 
This directly :benefit3 the ratepayer through 
reQuced costs reflected in our rate3.... , 

"For purposes of the MIP, every mana~ement 
employee belongs to, one of 12 funding units, 
each of which has its own MIP fund.. Generally 
speaking, the amount of an employee's incentive 
payout from the MIP depends: (1) on how much 
money ends up in the employee's MIl> fund" which 
i8.a function of corporate and funding unit 
performance, and (2'" on how well the employee 
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and the employee's work group perform in 
reaching ~he goals of the funding unit. 

"The size of the HIP payout distributed to any 
one employee is a function of the extent to 
which ce~ain goals are reached. Before any 
incentive distribution is made, a certain level 
of goal achievement must ]:)e met either at the 
corporate or the funding unit level. This 
level is the 'minimum,' and functions as a 
threshold for fund generation. The stretch 
goal level of performance is called the ~target 
goal.' If the target goal level of performance 
is aChieved, the majority of eligible employees 
will recei7e a payout of s· percent. The 
highest HIP payout possible for the majority of 
employees eligible for the HIp· is two items the 
5 percent target. That is, a 10 percent awa.rd.. 
This amount is distributed if the 'maximum' 
level of performance is attained •••• 

"PG&E's position is that the MIP target fund, 
which is half of the maximum amount that can be 
expended under the MIP, should be funded 100 
percent by ratepayers. If the rrformance 
exceeds the goal, the adaitiona increment 
should be funded 100 percent by stockholders. 
If the target goal is not met, the difference 
between the actual payout and the target amount 
(which we request to be funded 100 percent by 
the ratepayers) should. not be refunded to the 
ratepayer but should be used in the way thought 
fit DY upper lMnagement.... (Exh. 64, pp .. 3c-5·,. 
6, 7, 8 .. 

The previous MIP included approximately 160 employees, 
including the Chairman, the President, and the uppermost officers. 
The new MIP includes all PG&E exempt employees, approximlltely 7,000 
in number. 

DBA. TO'RN( and l&A oppoee..nte,payer funding of tbe MIP // 
In the previous general rate case, ORA had opposed 

funding the HIP for several reasons. These reasons are su.mmdrized 
in 0.86-12-095·: 

"Staff argues that although the goals appear to
be admirable ones, and although the· company has 
performed rather well in the ytlJars since HIP 
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was instituted, the staff is nevertheless of 
the opinion that the plan should not be funded 
by the ratepayerz because it is simply not 
need.ed .. 

"With regard to· two of the qoals, return on 
equity and market-to-book rankinq, staff argues 
that there is really no relation8hi~ between 
these items and the interests of PG&E 
ratepayers. Staff submits that the company's 
earning of a high return on equity is probably 
inimical to the interests. of the ratepayers, 
since their bills are the primary source of 
this high return and favorable market-to-book 
ratio. (Exhibit 5·1, p. 10-2-3.) Further, 
staff points out that the company is 
substantially protected from larqe adverse 
swinqs in its return on equity by the existence 
of the Commission's Enerqy Cost Adjustment 
Clause and Gas Adjustment Clause procedures 
whieh enable the company to recover 
fluctuations in fuel prices without filing for 
a rate increase. ' 

"'Staff discu!Sses the other HIP goals .in its 
brief an~ concludes that PG&E has not set 
stringent enough Ratepayer Goals to make the 
HIP a genuine ehallenqe for corporate 
management to meet. 

"Further, according to staff, the company has 
failed to demonstrate any causal relationship 
between the existenee of the HIP' and its 
achievement of the stated goals therein. And 
staff also questions whether there is really a 
genuine need for such a program, 'given the 
already high level of PG&E's executive 
salaries. ' 

"'Finally, staff argues that if the company 
indeed performs well enough to justify the 
award of bonuses (according to the criteria 
delineated in the MIP) , it should experience 
signifieant enough savings to pay for the cost 
of the MIP pr09r~.H (0.86-12-095, mimeo. 
pp. S4-S5~) 

ORA opposes funding of the new MIP for essentially the 
same reasons. ORA further objects that ratepayers would be 
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compelled to contribute to the HIP regardless of the actual 
performance or payout of the program, while shareholders would only 
"share" in funding the program if the MIl> exceeds the tArqet 
funding level .. 

DRA also observes that the performance of Di4blo Canyon 
and PG&E Enterprises, as a component of overall corporate ROE, will 
influence the amount of incentives paid under the HIP.. According 
to DRA, both Diablo Canyon and PG&E Enterprises must be excluded 
from base rate revenue requirements~ 

FEA opposes the inclusion of MIP costs in the test year 
operating expenses for a nu.rnber of reasons,: 

~First, the PEA does not see any indication that 
this plan is required in order for the Company 
to earn a reasonable return on its rate base as 
well as to recover its reasonable operating 
expenses. Second, it appears that if these 
goals are met, the savings generated should 
more than pay for the costs of the program. 
Yet another reason for FEA's opposition is the 
rcal possibility that the funds, even though 
collected by the Company, may never be paid 
out .. This in fact occurred in·19S8. A fourth 
reason for opposing this inclusion relates to 
the difficulties inherent in attempting to 
quantify and divide the benefits and savings, 
if any, between the ratepayers and the 
shareholders. FEA's final reason for opposing 
the inclusion of the HIP costs relates to the 
fact that the workshops which the Commission 
ordered held in the Company's last proceeding 
were not held.'" (PEA opening brief,. 
pp. 15-16., 

TURN opposes ratepayer fund1nq of the HIP for three 
reasons: First, the MXP includes goals which do not 4~vance 
ratepayers' interests. Second, PG&E is not required to expend 
allocatec:i funds 4uthorizec:i for this program.. Unspent funds can 
result in a gift from ratepayers to shareholders. Third, 'J:URN 
firmly believes that manaqement will have the qreatest incentive to 
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perform well if its compensation is Dased on performance and not 
insured by ratepayer funding. 

1U,egs8ion 
As we stated in 0 .. 86-12-09$, ~the concept of cash 

incentives for su,ccess anc:l cash penAlties for poor perfoxmance is 
neither new nor unique .. " (0 .. 86-12-095, p. 560. .. , We reco9nized the 
potential value of properly formulated management incentive 
programs and concluded that method$ for fair, practical, and 
effective management efficiency evaluation should be developed.. We 
orderec:l thAt the proceoc:l'ing remain open for further workshops to 
develop a record regarding the formulation of such incentives. 

The workshops were not held.. The recorc:l which we had 
hoped would be developed in these workshops is oDviously not 
available.. In the absence of A more developed record, we must 
evalUAte PG&E"s request for increased funding of its new HlP :Cased. 
upon the record PG&E !'las provided in this, proceec:ling .. 

We first consider the need for increasing employee 
compensation levels by $18,116,000 to fund the MIP. In this 
deCision, we authorize an overall labor expense of $ 573,740,000. 
This labor expense, together with other forms of compensation 
included in PG&E's overAll request and authorized by this decision, 
will allow PG&E to provide employee compensation At the level 
necessary to provide safe, reliable service at the lowest 
reasonable rates. We have also extended to PC&E considerable 
flexibility in administering the total labor expense. This 
flexibility allows PG&E to put a portion of the expenses designated 
for salaries At risk, and make such payments in the form of bonuses 
or awards. 

Since we find that the authorized labor expense and other 
compensation expenses provide An overall compensation level which 
is reasonable, is there justification for including' an additional 
$18,116,.000 in the cost of service? 
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From the evidence ~fore us, there is already adequate 
revenue to fund the new MIP. PG&E has launched the new HIP in 1989 
anQ is CApable of funQinq the program, either within the currently 
Authorized labor expense, from currently achieved SAvings in other 
accounts or from the benefits deriveQ by shareholders from 
1ncr(.!'aseQ efficiency. PG&E has not expla1neQ why it is necesS4ry 
to iAcrease Account 920 in 1990, when the new HIP is adequately 
func&ed in 1989 at the current expense level. 

PG&E arques that if base pay is at or below market levels 
for many managerial employees, an incentive plan is an essential 
component of total compensation in order to reach a level that will 
attract and retain qualifieQ employees. However, PG&E has not 
offered any evidence that base pay for manaqement employees will be 
at or below market levels in 1990. Instead, PG&E states that 
executive, managerial, and non-exempt wage increases lagged the 
market in 1987 anQ 198·8. PG&E characterizes the difference between 
the rate of PG&E management pay increases and the rate of increases 
in the "'averaqe market'" to be "savings." If PG&E intends to imply 
that the mOQeration of pay increases has resulted in underpaid 
management employees, the evidence it offers is insufficient to 
prove the point. In the last qeneral rate case PG&E presented 
testimony that executive and management salaries were 4% and 8~ 
above utility salaries, respectively.12 Thus, even if PG&E has 
moderated the increases in management compensation, there is no 
basis on which we can conclude that such moderation has reduced 
management salaries below market. rates. 

In support of the proposition that management employees 
may be unQerpaid without the MIP, PG&E also cites DRA·s 

12 In 0.8·6 .. 12-095" we concluded that the utility labor market is 
the relevant market for comparing salaries of most job cAteqories. 
(O~a6-12-095, mimeo·. p. 45.) 
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compensation study. DRA's study shows executive compens4tion to ~ 
4.S5% "under market." PG&E witnes,s Weingart testified: 

"-I know that the company has certain problems 
with the staff's compensation exhibit. But 
even in the staff's compensation exhibit it is 
my understanding that employees in the 
management level at PG&E are not ~ing shown as 
paid more than the average for other 
companies. II' ( Tr. 10: 975·. ) 

Apart from the question of whether staff's compens4tion 
study is methodologically correct, we have considerable difficulty 
reconciling Weingart's testimony with PG&E's position on clerical 
compensation. Even though ORA's salary showed clerical 
compensation to be "above marke~," PG&E argued that clerical 
workers were not necessarily overpaid. According to PG&E, "As long 
as the aggregate base salaries remain within the 'band of 
competitiveness' that companies pay should ~ considered 
competitive." (Exhibit 64-3, pp .. 3a-5 .. ) PG&E believes that the 
"band of competitiveness" ranges 10% above and below the survey 
median. Therefore,. by PG&E's criteria, as. long as PG&E's 
management compensation falls· within 10% of the survey median, as 
it does in this case, such compensation should be considered to be 

competitive .. 
In addition, PG&E's argument addresses only base salaries 

for management employees. Base pay is only one element o! a 
compensation package which, in total, influences PG&E'S ability to 
attract and retain qualified employees. PG&E did not offer 
evidence in the relative change of overall mandqement 
compensation. 13 As PGS,E itself notes, "we cannot conclude from 

13 Although base salaries. are alleged to have "lagged" market 
rates in 198'7, this measure of salaries does not take into account 
increased benefits,. such as an expanded HlP, which were added to 
management compensation in 1987. 

- 74 -



• 

• 

• 

A.88-12-00S, X.89-03-033 };LJ/GLW,BTC/je ALT-COM-SWH 

ORA's. Exhibit 107 (compensation exhibit) whether PG&E'$ 
compensation, with HIP', exceeds ·or even matches the base plus 
incentive compensation of the companies against whom PG&E must 
compete for management talent." The burden for offering such 
evidence, clearly a prerequisite to increasing authorized expenses 
for management compensation, falls on PG&E. In the Absence of such 
information, we have no basis for fincl:inq that it is necesS4ry to 
increase Account 920 for funding additiOnAl incentives in the test 
year. 

PG&E also argues that an increase in funding for the MlP 
is justified because these costs are more than offset from savings 
which may result from the HIP. PG&E states that the Msavings and 
incentive costs associated with the target level qoals of the MlP 

are already incorporated in the Application." However, PG&E has 
not quantified the SAvings which will result from the expanded MIP. 
Instead, PG&E points to the overall est1mated productivity savings 
of 2.7%, which are incorporated in PG&E's overall general rate 
request. The overall request and associated savings in this 
Application were developed in conjunction with PG&E's business 
plans. The target level goals were designed to support the 
objectives of PG&E's business plans. Therefore, PG&E concludes, 
the savings associated with the target level MIP have been 
incorporated into the Application. 

We note that the target 9'oals of the MIP were developed 
and distributed to employees for 1989 long after the application 
was prepared and filed. Goals for 1990 have still not been set. 
PG&E's explanat10n fails to demonstrate to, us that ~reat~r s~vin9's 
or effiCiencies will result with the MIP in the test year than 
without it. 

In Section XII.F of this decision we set a productivity 
goal for PG&E. If PG&E attains the goal it will ea~ its full 
authorized rate of return. PG&E does not explicitly state how the 
target levels of the MIP are set. We assume that such target 
levels are set to achieve the fully authorized rate of return and 
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return on equity (ROE). Thus, the target level for corporate ROE 
anct utility ROE is the fully authorized ROE level. The target 
level for funding unit cost containment and staffing goals is the 
budgeted level. There is no direct financial benefit to ratepayers 
from PG&E meeting its target goal uncter the MIP. 

We recognize that ratepayers will indirectly benefit in 
the long run from vigorous cost containment and cost rectuetion by 

utility management, but the relative benefits under PG&E's HIP are 
so overwhelmingly weighted in favor of shareholders, it would not 
be just or reasonal:>le to require ratepayer contri:bution alxwe the 
amounts otherwise authorized for base pay in this decision. 

On the other hand, if PG&E does not meet its target goal, 
shareholders will earn something less than the authorizcct rate of 
return, and the full target fund will not be paid out. In this 
inst~nce~ PG&E proposes that shareholders should be allowed to keep 
the funds that were not paid out, to defray the earnings that were 
not realized.. In effect, PG&E's proposal is to use the MIP as a 
hedge for shareholders against inefficient management. 14 

While PG&E's request does not include funding for awards 
to employees who work in the NPG funding unit (Diablo Canyon) or at 
PG&E Enterprises, it is- clear that the structure of the entire 
incentive system is weighted heavily toward the performance of 
these two units. In 1989, for example, each department in 
Corporate Conununications will be making special efforts "designed 

14 PG&E states in Exhibit 64: "The ratepayer has achieved the 
savings from the target level of performance. • • .. The ratepayer 
should. pay for the saving'S he received ........ "' The 'total 
authorized expenditures ~o cover operating' costs for the test year 
incorporate an estimate of prOductivity saving-s. which we believe 
PG&E can reasona~ly o~tain. ~he ineen~ive we offer PG&E ~ obtain 
this estimated savings is the reasonable opportunity to earn 4 f4ir 
rate of return. We reject PG&E'8 arqumentthat r4tepayer15 should 
pay anything more for PG&E~s success. in attaining the estimated 
productivity savings. 
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to support the three main corporate priorities: earning the 
authorized rate of return on utility operations, operating Diablo 
Canyon safely and reliably, and investing in sui~able unregulated 
businesses." We find that the costs of initiatives to meet two of 
tha three "'main corporate pr.:i.orities" (Diablo Canyon and 
unregulated business investments) are not an appropriate cost of 
service. 0 .. 88-12-083 requires all costs incurred as a result of 
operating Diablo, Canyon to be segregated" not just the direct 
salary of Diablo Canyon employees, but also the salary, expenses 
and incent.:i.ve bonuses paid to other PG&E employees (such a~ those 
in Corporate Communications) who devote t1me or effort to this 
corporate priority. Similarly, we expect strict segregation of all 
costs incurred in pursuing unregulated business activities, both 
the direct salaries of Enterprise employees and the salaries and 
expenses of other employees who contribute to tbis effort. 

Another part of the financial goals concerns us. 
Corporate ROE, a primary goal of the Ml~, is based in part on the 
the performance of Oiablo Canyon and PG&E'8 unregulated 
subsidiaries.. We believe that it is inappropriate for ratepayers 
to underwrite incentives based on the performance, cost, or quality 
of service of PG&E's non-utility operations. Incentives paid to 
ach1eve profitable operation of Oiablo and PG&E Enterprises, or to 
provide better corporate center serv1ce to these particular 
ventures, is not a justifiable cost of service for California 
ratepayers. 

We have also exam1ned the nonfinancial goals of the MIP. 
Again, we find very little in the program presented by PG&E that 
can be said to be of direct benefit to ratepayers.. In fact,. we 
find some funding unit goals to be questionable, regardles$ of who 
funds these goals.. In particular,. we have strong reservations 
regarding incentives which are targeted to specific regulatory 
results. As we understand the plan, the ratin9 of employees- in 
certain funding units w11l depend: on the· degree to,' which Commission 

- 77 -



• 

• 

• 

A.88-12-00S, I.89-03-033 ALJ/GLW,BTC/jc AL'l'-COM-SWH 

decisions reflect PG&E's position in particular proceedings. ~hus, 

if we do not adopt PG&E's positions in a particular proceeding, the 
incentive compensation that would otherwise to, paid to the PG&E 
employees who advocated the pos.i.t10n will not be paid to the 
employee bu~ instead will be retained by the shareholders~ The 
Commission believes that management should· be compensated for it$ 
skill and experience, but the specific level of individual employee 
compensation should not be based on the outcome of a particular 
proceeding_ 

In summary, the Commission endorses the concept of 
management incentives. We believe that such plans can be part of a 
sound management strateqy to attain corporate goals and objective$. 
However, in this proceeding we find that PG&E already has the 
resourees and the flexibility to implement the proposed HIP in the 
test year without the need for additional funding or the creation 
of a special MIP fund~ We also find that many of the financial and 
non-financial goals of the individual funding units are only 
remotely related to improving or maintai~ng the quality of service 
to ratepayers. We reduce PG&E's request in Account 920 by 
$17,316,000 to' reflect disallowanee of the inereased costs of the 
MIP. 1S We will continue to authorize funding for an MIP at the 
level adopted in the last general rate case. 

PG&E states that it would be unfair to disallow expenses 
for the MIP simply because the workshops did not take place. We do 
not disallow expenses the HIP beeause workshops were' not held. 
While worKshops were not held, our desire' for a more complete 
record on the question of management incentives. was made manifestly 

15 $1,263,000 (1987 $) is currently authorized in. rates for the 
former MIP'. Of this, amount, PG&E conducted $800',.000 from i~s 
estimate of Account 920. We credit PG&E's overall request with the 
$800,000 it deducted, 80, a8 to mAintain fundin9 of the HIP at the 
level previously authorized· • 
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clear. We were therefore d1sappointed that PG&E's affir.mat1ve 
showing in support of a 1,400% increase in funding consisted of 
just three' short paragraphs. At a minimum, PG&E's· affirmative 
showing should have consisted of a :reasOMbly detailed description 
of the new program and a direct response to each of the questions 
posed by the previous decision. ' 

Our 'order directing that further workshops be held is 
still outstanding_ We direct CACD to schedule workshops in the 
near future- This proceeding will remain open for these workshops 
on management efficiency and incentives. 

c. Account '23: Oy.;tside ~ 
Account 923 includes the fees and expenses of 

professional consultants and othere for general services which are 
not applicable to' a particular operating function or to other 
accounts. Account 923 also includes the pay and expenses of 
persons engaged for a special or tempor4~ administrative or 
general purpose. 

PG&E'8 estimate exceeds ORA by $6,653,000, due to, use of 
a ciifferent me'thod.ology for estimating base expenses in this 
account. Before we discuss the 1990 forecast, we will review the 
difficulties encountered by ORA in obtaining an accounting of 
PG&E's outside service expend.itures in 1987. 

In November 1988 ORA requested a listing of outside 
services in 1987, with the accounts to which the amounts were 
:booked. On December 30, 198,8, PG&E provided a copy of FERC Form 2. 
In providing this list, PG&E explained: 

~This report is preliminary, in that it is 
subject to verification and change. It is the 
result of a substantial effort, and it 
represents the most complete data available at 
this time~ Due to the volume of information • 
and the number of documents that have to be 
examined to obtain this type of data, PG&E 
requests that staff focus on sf>(1Cific and 
significant vendors or charges in further data 
requests,. if more information is needed, rather 
than. on the list as a whole~· 
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ORA informed PG&E that this response was unacceptable. 
For all expenses on Form 2, ORA asked PG&E to identify the PERC 
account number, the activity code, a brief explanation o£ the 
expense, and the project number (if applicable). 

Between January 12 and MArch 7, 1989, PG&E provided three 
addendums to its initial response, containing a more detailed 
breakdown of outside services. 

As of of March 17, 1989 PG&E still had not identified 
more than one third 0·£ the :booked expenditures 1n Account 923 in 
account level detail. ALJ Wheatland directed PG&E to identify 
these costs .. 

By May 10, 1989, PG&E was a~le to· identify ~y vendor, 
activity, and FERC/PG&E accounts, all but $1,6.00,000 of 
expenditures for outsid.e services. Of the $18,900,000 charged to 
FERC Account 923, PG&E was able to. determine all ~ut $400,000 in 
account level detail.. PG&E states the remainder consists of 
$25·0,000 in costs incorrectly charged to Account 923 that will ~ 
reclassified to other llccounts, and $150,000 in net acc%'\:als and 
reversals. 

ORA believes that the fact the infOrmAtion was finally 
provided does not end the problem. ORA did not receive the final 
accounting until May 10, by which time, according to ORA, it was 
too late for DRA to analyze the information .. 

According to the FERC Uniform System of Accounts, the 
account should be maintained so as to· permit ready summarization 
accor~ing to the nature of the service and the person furnishing 
it. In the case of oute:ide services, it has taken PG&E six months 
to provide information which should have been readily summarized in 
account level detail .. 

Had PG&E provide4 a timely response to ORA concernin9 
1987 expenses, allowing ORA a reasonable period of time to· review 
the actual 198·7 costs f we would typically use 19.87 recorded 
expenses as a base year and escalate costs for =ustomer growth. 
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However, as a consequence of PG&E's delay in providing An 
accounting of Account 923, we cannot conclude that 1987 recorded 
expenses form a reasonable b4sis for estimating expenaes in the 
test year. Instead, we will adopt as a base estimate, the 4mOU~t 
authorized for Account 923 in the previous general rate case, a.nd 
escalate this base estimate for customer growth. 

PG&E proposes two adjustments to the base estimate. We 
adopt the proposed decrease for reprographic expenses. We adopt 
the proposed increase for the PAMlS system. 

d. AccOtmt 925: Injuries Md~8 
This account includes amounts for uninsured losses, the 

cost of insurance premiums for third party claims and workers 
compensation insurance. PG&E estimates 1990 expenses using a 
straight-line trend of the last five years of recorded uninsured 
losses, and then added to this estimate the settlement of one 
specific claim (the Carmen settlement). 'the Carmen settlement 
involved injuries sustained by a married couple from an accident in 
October 1986-. The company settled this claim- by agreeing to pay 
$5-,000,000 in 1988 and $3,100,000 on January 1,. 1990.. PG&E has 
added the 1990 payments to the est1mate developed by the trend 
line. 

PG&E urges that we allow the added $3,100,000 in 19~1 and 
1992, as well as 1990, as a means of offsetting other claims that 
are expected to rise in these years. 

ORA and PEA agree that the 1990 settlement pAyment is an 
appropriate test year expense, but do not believe this expense 
should be carried. over to- 1991 and 1992. ORA. would deduct this 
expense in the attrition years. PEA proposes that the cost be 

amortized over three years·. 
In the previous general rAte case, PG&E reques-ted 

$31,949,000, ORA recorrunended 527,052,000,. and we. adopted 
$31,309,000 in Account 925- fortel!5t year 19-8-7. PG&E's reeord.ed 
expenses in 1987 were $28,049,000. 
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PG&E's estimate for Account 925· in 1990 is $37,843,000. 
This estimate is a 33% increase over three years. ~he record in 
this case does not justify the assumption that the account will 
ri8e at such a rapid rate. 

Accordingly, we will adopt a base estimate of expenses 
for Account 925· of $34,743,000. We will also adopt FEA's proposal 
to amortize the 1990 Carmen settlement payment over three years. 
This results in an authorized expense of $35,776,000 for Account 
925 in the test year. 

Q. .Accopt 926·: Penf;!ions and .Benefits 
PG&E's estimate of Account 9Z6 exceeds DRA's estimate by 

$35,408,000. Differences arise in four areas: 
(1) PG,g proposes an Xncreue of $10,229,000 for 

Phefyndin9-0f 4 401Ch) Plon 

As of 1987, the present value of PG&E's retiree 
medical liability was approximately $900 million. Of this amount, 
approximately $500 million is allocated to· the potential medical 
l.i.ability of current retirees and the past service of current 
employees. The remaining $400 million represents the projected 
future benefits of current and future employeesa 

PG&E proposes to begin advance funding of the 
liability by using a "'401(h)" account within the Pension Trust 
Fund. PG&E believes that advance funding will more properly 
allocate costs among generation of ratepayers and reduce t?e 
pressure for significant rate increases in the future. In 
addition, PG&E believes that advance funding w.i.ll reduce the impact 
of the liability on the company's f:i.nancial statements .• 

The Financ:i.al Accounting Standaras Board (PASS) is 
currently considerinq a· proposed accounting standard on post
retirement med:i.cal benefits.. PG&E anticipates thAt the rule will 
require financial statement disclosure of ~he unfunaed liability. 
Thus, PG&E's propos4l to begin funding the liability now will 
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reduce the amount required to be reported when the final standArd 
is adopted. 

ORA is opposed to pre funding at this time. 
According to ORA, it is uncertain whether the new FASS standard 
will require prefundinq of post-retirement benefits, when the 
standard will be effective, whether 401(h) will be the Appropriate 
investment vehicle to satisfy FASB·, and whether PG&E is proposinq 
an appropriAte amount to be pre funded over the next three years. 
ORA believes that the Commission should not approve funding of 
401(h) accounts until after the new rASB standard is issued and the 
Commission has conducted an OlIo 

We agree with ORA that it is premature to begin 
funding of a 401(h) program in anticipation of a FASB standard that 
has not yet been finalized. Although both PG&E and ORA refer to 
and interpret the exposure draft,. neither party offered it into 
evidence. Therefore, it i8 difficult for us to evaluate the 
reasonableness of PG&E's prefunc:ting proposal in light of the 
proposed standard. However, it is possible 'that the methods of 
expensing post-retirement medical :benefits may differ materially 
from those proposed in the rASB exposure draft. It is also 
possible, once the new standard is finalized, that 40l(h) may not 
be the most effecti~.re method of satisfyinq the new standard. Given 
the magnitude of the potential unfunded liability and the 
relatively minor contribution PG&E proposes to make over the next 
three years (less than 1% per year) we see no harm to ratepayers or 
to PG&E'S financial statements ~y deferring a decision on 
pre funding until the new FASB standard has :been finalized. In 
anticipation of the iS$uance of the new standard~ we will leave the 
record in this ease open, to consider 4 possible addition to the 
revenue requirement, once the standard is finalized. 

(2) Pennon nans 
PG&E."s estimate of pension plan expenses exceeds 

ORA's estimate by $7,.55·5-,000 •. 

- 93 -



• 

• 

• 

A.88-12-00S, 1.89-03-033 ALJ/GLW,B'rC/jc AL'r-COM-SWH 

PG&E uses pension contribution as the basis for rate 
recovery. ORA believes that PG&E's method is incorrect. ORA 
argues that PG&E should "request only the expensed amount, not the 
maximum allowable contribution." 

ORA has offered extensive argument in support of its 
position that FASB 87 is uniquely appropriate for determininq the 
pension plan revenue requirement. We will not repeat ORA' 8 

arguments here.. In 0.88·-03-072 we qave detAiled consideration to 
ORA's arguments in support of using FASS 87 for ratemaking 
purposes. We did not adopt DRA's position. Instead, we concluded 
that pension costs shoula continue to be DAsea on the AggregAte 
cost method for ratemaking purposes. 

"'rhe Statement will not be Adopted at this time. 
However, as with any accountinq convention, we 
recoqnize thAt future circumstances could 
WArrAnt reconsideration of this deCision as 
experience is gained under the StAtement, as 
regulatory policies Are reviewed,. or as the 
Statement itself is amended.~ (0.88-03-072, 
mimeo. p. 12.) 

In this proceedinq ORA has offered no new fActs or 
circumstances which would warrant reconsiderAtion of 0 .. 88-03-072. 
Based upon our findinqs in 0.88-03-072, we conclude that it is 
reasonable for PG&E to· use a "contribution Approach" to calculatinq 
pension costs in the test year. 

While we adopt PG~E's methodology for CAlculating 
pension benefits., we agree with ORA that PG&E has not met its 
burden of proof in supporting the reasonableness of the discount 
rate and waqe increAse assumptions. It is not sufficient for PG&E 
to tell us that these Assumptions represent the actuary's best 
estimate. When challenged by ORA with evidence of lower historical 
trends, PG&E should explain why the actuary's estimate is ~und. 
In this instance, PG&E has· not done so.. While we would prefer to 
adopt PG&E's. methodology with ORA's alternative assmnptioll5 of 4 7% 
discount rate and", S.5·% waqe increase, we Are un",ble to. 
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independently run PG&E's pension cost model. We are thus unable to 
adopt a revised pension est~te using DRA's alternative 
assumptions. In future ca'ses, DRA is advised to request from PG&E 
and enter into the record alternative pension estimates usinq any 
alternative assumptions that DRA may propose. 

(3) )!esiieol PlYS 

PG&E estimates gross medical plan expenses for the 
entire company to be $125·,8$9,000 .in 1990. Of this tuIlount, PG&E 
estimates electric department medical expenses~ net of expenses 
allocable to Diablo Canyon, to· be $59,077,000. 

Medical plan expenses include the cost of coverage 
provided by Blue Cross, Blue Shield, Medicare Supplemental Plan, 
Floxible Compensation Plan, Pret:cription Card Service, Substance 
Abuse Pilot Program, and eleven Health Maintenance Orqanizations 1 
(HMO). The Blue Cross and Blue Shield plans. are self-funded plans 
(indemnity plans) .. To esti1'n4te these costs in 1990, PG&E started 
with the recorded 1987 claims, and then P70jected these costs usinq 
a trend factor developed by William H. M~cer Meidinger Hanson, 
Inc. HMO estimates were based on historical trend data for the 
Kaiser Plan, since Kaiser members represent 74% of all HMO 
participants. 16 

The estimated trends utilized by PG&E to project 
medical costs are 14.3% per year (1988-90) for the medical C03t!'l of 
PG&E's indemnity plans and 11.4% per year (1988-90) for tl;le HMOs. 
The analysis upon which this trend is based was: not placed in 
evidence. Instead, the basis 0·£ the trend was briefly' sU1'lUl'l4rized 
in Exhibit 6, sponsored by PG&E witness Kozel. Kozel.is Actinq 

16 It is not clear whether projected HMO costs were based solely 
on historical data, or whether the estilMte derived from historical 
costs was· also increased by PG&E. Kozel testified:-"'historieally 
the trend' in HMO has :been about 8 and we are projecting they are 
gOing to increase about 11.4." (Tr .. 57:6-259.) 
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Oirector of the Benefits Section of PG&E~e Compensation and 
Benefits Oepartment. Kozel's testimony states that Mthe medical 
trend takes into account several emerging medical issues that will 
he've an effect on PG&E's medical plans.... Although these factors 
are identified in Exhibit 6, this testimony does not explain how 
these other factors were derived or weighted in relation to 
historical costs. 

In PG&E's rebuttal testimony, Exhibit 64, Kozel 
provides some additional information regarding the medical trend 
estimate prepared by the consultant. Here, Kozel explains that 
PG&E believes that 

"It is more appropriate to look at historical 
costs for medical coverage and project future 
costs using an annual average percentage of 
change. PG&E used 10.8%, its annual average 
percentage of change from 1983 through 1987. 
In addition ••• PG&E considered other factors 
such as current costs of medical inflation, 
cost shifting and utilization changes that were 
not included in historical costs because they 
were emerging issues. These factors increase 
the historical percentage to 14 .3~."· 
(Exh. 69, pp.. 43-1.) 

Although this rebuttal testimony helps us understand 
that t.he trend was developed from historical data, which PG&E 
increased by nearly one-third to account for increased costs that 
are not adequately reflected in historical costs, it is still not 
clear why these particular factors are expected to· increase the 
estimate derived from PG&E~8 historical costs by such a significant 
magni tIlde. 
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ORA has also developed an estimate of medical costs. 
At the time ORA prepared its estimate, the recorded medical costs 
for 1988 had become available~ Therefore, ORA applied its e8t~te 
to 1988 recorded medical costs. 

On its face, ORA's. method seems quite simple. ORA 
started with the 1988 recorded medical expenses 3nd escalated them 
by the weiqhted average increase in all medical premiums for 1989. 
However, just as the basis for PG&E's trend is not well explained, 
the detailed derivation of ORA's methodoloqy is difficult to 
comprehend. ORA claims that its method mirrors the calculations 
used by PG&E's octuary, and supports this claim with references to 
data requests or responses which are not in the record. 17 

PG&E's· rebuttal testimony critiCizes ORA's approach 
for relying on premiums. PG&E pays premiums only to HMOs. PG&E'S 
indemnity plans are self-insured, which means that PG&E does not 
pay premiums for these progrMts. In response,. ORA states in its 
opening brief that it has not relied solely upon premiums, but that 
its estimate is calculated from both the HMO premiums and the 
accrual rates of the indemnity plans. Unfortunately, it is not 
apparent from this record how ORA used the accrual rates to develop 
its trend. At the same time, PG&E has not offered evidence to 
refute the specific premium/accrual rates utilized by' ORA tor 
projecting 1989' expenses. 

PG&E's opening brief also criticizes the ORA 
methoQology for relyinq upon just one year of data: 

"'to make a long term. projection, more than 
one year's chanqe must be cOMidered. ./ 
ORA's use of a one-year chanq& can in no ~ 

17 Similarly, ORA's openinq brief advances arguments based on 
information, such as "'PG&E, deficienCies," which are not in ti.~ 
record.. Because these facts are not in evidence" we qive them 
no weiqht. 
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way be called a trend analysis. to· (PG&E 
opening brief, p'. 159.) 

This criticism misses the mark. ORA's testimony 
does not purport to be a t~end analysis. Instead,. it is premisecl 
on the assumption that the estimates of premiums and accrual rates 
which are made prior to 1989 are likely to' closely ApproximAte the 
actual medical expenses to be incurred. HistoriCAlly, the premium 
ana accrual rates· have proven to- be within 1 to- 4' of Actual 
expenses .. In particular, neither PG&El's rebuttal testimony" nor its 
briefs explain why ORA's medieal cost factor for 1989, basecl on 
1989 premiums and accrual rates, will not accurAtely reflect 1989 
medical expenses. 

DiscusQ},on 
Despite the limitations in both ORAl's and PG&E's analyses 

and the failure of both parties to properly document their 
analyses, the task of developing a reasonably accurate estimate of 
1990 expenses is not difficult. . 

For 1988', we aqree with ORA that it is preferllble to 
utilize actual recorded medical expenses, rather than PG&E's 
estimate of such expenses. The total company number we adopt for 
1988 ($98,5,16,000) is sliqhtly hiqher than PGliE's estimate for 1988 
($96,753,000). 

For 1989, we agree with ORA that the prem.i.um and accrual 
rates for PG&E's HMO and indemnity plans are likely to be a very 
accurate estimate of expenses to be incurred in 1989. Therefore, 
we adopt an estimate of 19'89 medicc.l expenses 7% c.bove 2988, at 
$105,412,000. 

For 1990, we are not comfortAble in Assuming thAt 
premiums or costs in 1990 will mc.tch 1989. The increc.ses in 
recorded mediCAl expenses have varied widely ~tween 1983 And 1988. 
Instead, we will adopt an estimate based. on PG&EI's. actual 
historicc.l costs.. ftThe true comparison [of such costs 3to accordinq / 
to PG&E' s reply brief, "·would. be calculation of a percentage 
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increase from year to year of total claims, prem1ums (HMOS), and 
aaministrative fees paid. 'A simple arithmetic averaqe of the 
percentaqe increases in indemnity plan costs over the last 4 years 
shows a 9.2 percent increase ••• These numbers are further confirmed 
by an arithmetic average in the percentage increases in overall 
mecU.cal expenses of 9.5, percent."' (PG&:& reply :br1ef, p. 35,.) 

We will therefore adopt an estimate of medical expenses 
in 1990 which is 9.5% above the 1989 estim4te, at $115,426,000. 
We will not adopt the adjustment for "current medical cost factors~ 
proposed by PG&E because PG&E has simply not met its burden of 
proof of explaining how these factors were derived and why they are 
not reflected in current trends. 

We note PG&E~s arqument that "studies performed by 
recognized national experts such as Hewitt and Associates support 
the appropriateness of considerinq emerginq issues in developinq 
PG&E's trend factor." (PG&E reply brief, p .. 35..) Xn support of 
this proposition, PG&E cites Exhibit 31, which is a one-page 
excerpt from the Medical Economic Oiqest issue of November 30, 
1988. This page contains a pie-chlLrt which describes factors 
expected to contribute to an increase in medical benefit costs in 
1989. The chart indicates, for example, that medical inflation is 
expected to increase 7.l% in 1989, and. repreBents 32% of the toul 
increase in costs in 1999. While Exhibit 31 does indeed show that 
it is important to consider", variety of factors in estimAting 
increased costs-" it does not demonstrate the extent to which these 
factors are reflected in historical trend.s. 

Finally, we consider DRA's request that PG&E be ordered 
to restructure its company/employee contribution po'liey and 
programs to compel employees to take more responsibility f~r the 
risks associ4ted with their choices of medical care provider and 
lifestyle. ORA. believes that PG&E' s current contribution 
arrangemen.t creates economic di!:Sincentives for risk sharing, 
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oiscourages employees from choosing the plans that are the least 
expensive, ana is unfair to PG&E retirees and ratepayers. 

PG&E ana the 'On.ions object to ORA's recommendatioM. 
PG&E believes that ORA's proposal interferes with the collective 
bargaining process and .ignores efforts alreaay underway at PG&E. 
The 'Onions argue that ORA's proposal aoes· not warrant serious 
attention: 

"Not only is the proposal maximally intrusive on 
collective bargaining, it is without arguable 
merit standing on its own. The proposal is not 
based on an analysis of the exist.ing negotiated 
company contr.ibutions for PG&E's union
represented employees' medical coverage, is not 
based upon a finaing that PG&E's contr1but.ione 
are currently unreasonable, is not based upon 
any exte.nal references, and is not based upon 
logic or reason." ('Onions' opening brief, 
p. 22.) 

We agree with PG&E and the Unions that ORA has not met 
its burden of proof in support of its request that the COmmission 
order specific reforms in PG&E's medical plans. As the 'OnioM 
point out, ORA'S witness has testified that the amount paid by PG&E 
for Blue Cross coverage is reasonable and fair at this time, that 
the amounts established in the schedule of usual and customary 
charges are not unreasonable, and ORk has not concluded that PG&E's 
indemnity plan is over1.ltilized. G.iven these circumstances, ORA has 
failed to demonstrate the need for the Commission to order specific 
reforms. By rejecting ORA's propo3al we do not mean to- imply tMt 
there is no room for further improvement in PG&E's medical 
programs; nor d.o we intend to suggest that,. under 'future 
agreements, PG&E might not b4rgain for employee contribution to 
particular plans. We Simply hold that ORk has not demonstrated why 
3pecific reforms· are required at this time. 

(4) ~ 

The Pacific Service Employees Association is A non
profit association open to all PG&E employees and retirees. There 
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are currently 24,521 actlve employee members and 8,723 retired 
members. The purpose of the assoclation, accordlnq to PG&E, is to 
foster a sense of fraternity and advance the lnterests of its 
members through charltal:>le, educational, sociAl, ~mcl recreational 
activities. PG&E contributes Approximately 16\ of PSEA'8 budget. 
PG&E requests a total of $422,000 ($295,000 electric, $127,000 gas,) 
for its contrlbution to, PSEA in 1990. 

In 0.67369, relating to the rates of Pacific 
Telephone, we stated that Pacific Telephone "hereby is placed on 
notice that it shall be the policy of this Commission henceforth to 
exclude from operating expenses for rate fixing purposes all 
4mounts claimed for dues, donations, and contributions." (EmphaSis 
added .. ) The Californ.l.a S\1preme Court, upon review of our decision, 
found that this policy states the correct rule, and is in accord 
with the approach adopted in certain other jurisdictions. The 
court explained: 

"'It may be emphasized that the commission' 8 
declAred future policy does not purport to 
prohibit the utility from making 
contributions but only precludes charging 
them against its ratepayers. Further, we 
have no doubt of the importance of the 
contributions to· the donees, as so 
eloquently expressed by Able counsel 
appearing .in the.ir behalf, or that the 
funds so received will be devoted to 
beneficial uses. However, we hold that 
the policy adopted by the comm.ission to 
exclude such contributions from operating 
expenses for rate-fixing purposes is 
correct. H' (~ocifie Tel. CR.. v. Public 
:2,;ilit;'~$ Comm., 62 C.2d. 6·34, 6·69 
(l965).)) 

O~ bel1eves th~t the entire PSEA contribution 
should be disallowed, pursuant to the pol.icy affirmed in the 
Pacif.ic Telephone case. 

PG&E believ(:s that the Pac.ific Telephone case does 
not apply to PSEA. PG&E argues that the activlt.ies of PSEA do not 
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fall into the four ~road categories discussed in the Pacific 
Telephone case~ . Xn that case, the court notes Pacific Telephone's 
8tatementthat its payments fall into four ~road cateqories. But 
the policy announced by t~e Commission and upheld by the court WAS 

not limited to- these categories. Xnstead, we announced our intent 
to exclude all amounts claimed for dues, donations and 
contributions, including but not limited to contributions to 
cultural organizAtions or service clubs. 

Although PG&E's contr~ution i8 in the nature of a 
charitable contribution to an association for the furtherance of 
charitable, educational, and social activities, PG&E arques that 
certain of the functions relate to PG&E's operations and relate to 
the administration of employee benefits. This maybe true and 
PG&E's contribution, if properly limited to these part1cular 
functions, may be a reasonable cost of service. However, PG&E has 
not offered testimony on how its contribution is directed, nor has 
PG&E quantified the costs which actually relate to PG&E operations. 
Xn the absence of such evidence, we agree with D~ that this 
expense must be disallowed. 

f. Account 9a,O.2: Otber Hi8cel1Meoul GenerAl ExpenRQ 

The annual dues paid by PG&E to the Edison Electric 
Institute and American Gas Association18 has ~en a,matter of 
considerable controversy in past general rate cases. 

In D.82-12 .. 054 and D.82-12-055, we clid not allow expenses 
for dues paid to EEX and AGA, because of the ADsence of A 

convincing showing that direct benefits· of this expense ~cerue to 
ratep~yers. 

In its 1984 gener~l rate case, PG&E presented detailed 
evidence in support of its position that the benefits. derived by 
the ratepayer from utility membersh1p 1n EEl justified the recovery 

18 AGA dues Are discussed in Section XIX, 0.6- .. 
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of these dues as a reasonable cost of providing service~ Based on 
testimony by an EEl witness, we concluded that PG&E's membership 
does produce some tangible benefits to ratepayers at a reasonable 
cost. We also noted testimony that more than 7S% of EEl's budgeted 
activities support programs other than lobbying or Media 
Communications. Accordingly, we found it reasonable to allow 
ratepayer funding of 75% of PG&E's EEl dues. (0.83-12-068.) In 
subsequent general rate cases for other major electric and qas 
utilities, we have similarly concluded that only 75% of these dues 
should be recovered in rates. The 25% portion which we have 
disallowed, represents costs for advertising and lobbying which do 
not benefit ratepayers. 

In its 1987 general rate case, PG&E did not provide the 
same level of detailed testimony as in the previous general rate 
case. Recognizing that efforts were underway by NAROC to develop a 
better understanding of EEI expenditures, 'we again Authorized 
recovery of 75% of EEI dues pending completion of the NAROC study. 

In 1988 NAROC completed an audit of EEl. According to 
PG&E, that audit showed 16% of EEl'S expenses were for lobbying and 
might be disallowed for ratemakinq purposes. Therefore, PG&E 
adjusted the 1988 EEI dues of $1,014,2'29 to remove $346,229 for 
advertising expenses, lind then reduced this balance by 16% for 
lobbying expenses. 

ORA also examined the NARUC audit. According to ORA, 
PG&E considered only ~h05e expenGes identified by NARUC as 
"Legie:lative Advocacy," ORA :believes that other cAtegories of 
expenses should also be disallowed. The sum ot these c4te-gories 
represents 20.46% of BEI's nonadvertis.ing operating expense. 

FEA witness Miller recommends excluding 25% of EEl dues. 
As Hiller testified, in 0.86-12-095· we stated that we would allow 
only 75,% of EEI expenditures until the completion of NAAOC"s. 
efforts to satisfy utility commissions as to, the accountability ~f 
EEl expenditures. According to Miller, rou9hly 6-0% of EEl 
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expend1tures have not been broken out and NAROC is still attempting 
to obtain this detail. ~ 4 result, YEA recommends that we 
continue to allow only 75% of EEl dues. 

PG&E, in its rebuttal testimony, described in greater 
detail the types of expenses which fall into each category 
quest10ned by ORA. 

Although all parties rely upon the NARUC study 4S the 
basis of their recommendations, no party offered the study itself 
into evidence. Because we have previously indicated our intent to 
base our decisions on EBI dues upon the results of this study, on 
the Comm1ss10n's own motion we will receive the "Aud1t Report on 
the Expend1tures of the Ed1son Electric Institute (for the 12-month 
period ending December 31, 1987)" into, evidence as Exhibit 400. 

~he NARUC audit divides EEl expenditures into twelve 
categories. One of these categories is "Legislative,Advocacy." 
PG&E states that this category captures all lobbying costs and has 
therefore reduced EEl dues by 16-%. ORA believes that six other 
categories also 1nclude lobbying expenses and therefore recommends 
a 20.46% reduction. We will examine these categories. 

Leqi81~tive poli£Y R~eareh: PG&E describes 
this category as including expenditures on 
research or the preparation of background 
material not intended to 1nfluence proposed 
legislation. Wh11e it is possible that this 
account could include research not intended to 
influence legislation, the account 1s not 
defined 1n this manner. In fact, the account 
is defined to include general expenses 
aSSOCiated with the g'eneral support of 
legislative advocacy. ~he account also 
includes all expenditures of a general 
political nature, such as grass roots 
organizing', 1f such activities are not related 
to a given piece of leg1s1ation. As defined by 
NARUC, this category clearly includes general 
costs of lobbying. 

RegyatOryAdv09~CY:. PG&E· describes EEl's 
activities' under this category as not tied to 
the actual rulemaking process, but intended to 
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support the aeve10pment of reasonable and 
effective requ1atory policies. Again, the 
NARUC definition of this expense category does 
not limit the account in the manner described 
by PG&E. Instead, NARUC defines, the category 
as including expenses intended to 1nfluence 
regulatory actions, i~e. lobbying expenses: 

HRegulatory Advocacy - The cost of all 
written and oral communications with 
Federal or State requlatory agenc1es 
intended to influence the actions o,f such 
agencies and the cost of other expenc11tures 
which contribute in a qenera1 manner to 
furthering an EE! poSition on a regulatory 
or administrative matter.~ 

Re9\1!~tory Pqlicy Re"~4Cb: This category 
includes the costs of filing comments on 
proposed regulatory actions. Here, PG&E argues 
that EEl's involvement in regulato~ 
proceedings may be beneficial t~ ratepayers. 
PG&E cite~, as an example, EEl's 1989 comments 
to the Department of Interior on $team 
royalties from geothermal resources. However, 
PG&E has not provided us with evidence that 
EEl's regulatory research and advocacy, as a 
whole, is Donef1cial to ratepayers. 

(:Q$ributions and Cl1l.b ))pes: PG&& states that 
these expenses were incurred consistent with 
the overall mission of EEl. Whether or not 
such expenses are consistent w1th EEl's overall 
mission, they are not consistent with our 
lonqstanding policy that ratepayers should not 
funa d.iscretionary contributions to 
organizations when they have no voice in 
selecting the recipients. (D.86-01-026, mimeo. 
p. 74.) We note that EEl contributions in 1987 
include contributions to political 
organizations such as the Democratic Leadership 
Council and. the Republican Governors' 
AsSOCiation. Such contributions, whether made 
directly by PG&E or ind.irectly through EEl, Are 
not a reasonable cost of service. 

In 8ummary, we believe that the NAR'O'e audit provides us 
with sufficient information to, make an informed. evaluation of ~ho 

- 9'5 -



• 

• 

• 

A.8S-12-00S, 1.89-03-033 UJ/GLW,BTC/jC AL'l'-COM-SWH 

expenses which are appropriate for rate recovery. We will adopt 
DRA~s proposed disallowance of EEl dues. 

ORA. also reviewed PG&E'8- l:i.st of :i.nd:i.rect subscriptions. 
and dues expen8es~ DRA proposes removal of all fees associated 
with organizations which provide no ~quantifiable benefit* for the 
ratepayer or no informat:i.on d:i.rectly related to ut:i.lity business. 
ORA believes that five organizations. fall into this category, for a 
total reduction of $28,300. 

PG&E responds, .i.n its rebuttal testimony, that membership 
in each of these organizations serves a legitimate business
purpose. That may be so, but it is not the standard by which we 
judge whether dues represent a legit1mate cost of service. 
Instead,. the issue before us is whether the- membership will accrue 
direct benefits to ratepayers. Such benefits need not always be 

quantifiable, but they must be tangible. For example, PG&E 
describes Northern California Grantmakers as a regional association 
of foundations and corporations with philanthropic programs. PG&E 
is- a corporation with philanthropic programs, but such proqrams are 
not funded by ratepayers~ PG&E has failed to- explain the benefit 
to ratepayers of PG&E' 5 membership· in this group. 'l'he :benefits to 
ratepayers from PG&E's participation in the other organizations 
identifi(~d by DRA are similarly unexplained~ 

As a result of adopting DRA's recommendat:i.ons regarding 
EEl and other membership dues, we will reduce PG&E's reque~t by 
$49,000. 

9'. ACC2unt 931: Rept." 
DRA accepts PG&E estimates of lease costs in.. 1990, but 

because these costs are expected to decline in 1991 and 1992" DRA 
proposes that we average lease costs over a three-year period, from 
1990 to 1992. The anticipated decrease in leased space in 1991 and 
1992 results from, PG&E"s continued effort to consolid4te working 
groups ~nd use office space more efficiently. This is the type of 
improved efficiency we expect to see during the attrition years; 
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these savings should help to offset other increAsed costs not 
authorized in the test year. ORA's proposal to average these leAse 
costs is denied. 

&.. Elec'trlc Plant and Mte...lase 
a.. Abg,nd9Ded PloQ£ 

PG&E orginally requested $14,947,000 for amortization of 
a number of abandoned projects over a four year period. The 
projects requested to be amortized Are set forth in Exhibit 102. 

ORA recommended thAt PG&E be allowed to amo~ize all of 
the projects except Geysers 21 And 22. PG&E is currently suing 
UNOCAL to recover the costs of these projects. ORA believes tMt 
PG&E should be able t~ recover A sub8tantial portion of the costs 
of Geysers 21 and 22. ORA recommend8 that the Commission wait for 
the outcome of the litigation before deciding whether to amortize 
these projects. 

PG&E accepts ORA's recommendAtion regarding amortization 
of Geysers 21 and 22. PG&E has reduced its request for 
amortization to S3,968,000. 

PG&E asserts that the abAndoned projects in its revised 
request meet the Commissions's cri tariA for recovery. As set forth 
in 0.83-12-068, AS modified in 0.84-05-100, our policy of rAte 
recovery for abAndoned projects provides for a sMrinq of costs 
between ratepayers and shareholders during periods of greAt 
uncertainty. The qeneral rule of ratemakinq has been that A 

utility is not allowed to recover the costs of plant which is not 
used or useful. But we have creAted an exception during periods of 
great uncertainty: 

"'l'he exception is the product o·f the period of 
dramatic and unanticipated change, init1ated 
most notably for utility planners by the oil 
embargo of 1973, and e~ending for almost a 
decade. 'l'he period was characterized by great 
uncertAinty in the enerqy industry, both as to' 
demana growth and ava£ldbility of supply. 
During 8uch a period, a reasonable ut;i.lity 
management can still reduce risk, but not 
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necessarily to a level at which ~he shareholder 
may fairly be expectea to aDsorb all the costs 
of cancelled projects. During such a period, 
the ratepayer should pa~1c1p4te in the 
increasea risk confronting the utility_ 

"But the ratepayer does not become the utility"s 
underwriter in a period of high risk. At all 
times, the shareholder will bear some of the 
risks of abandoned projects. The utility 
should bear a major part of the risk in order 
to provide proper management incentives. Also, 
the ratepayer's participation is limited to 
those abanaoned projects, or those portions of 
pro·jects, for wh1ch the uti11ty demonstrates to 
us that it has eXercised reasonablo managerial 
skill. We emphasize that the utility Dears the 
burden of proof of reasonableness, not only 
with respect to the planning and conduct of a 
given project, but also reqaraing the 
cancellation, which must have occurred promptly 
when conditions warranted. Finally, a 
perception merely of generalized and ill
defined risk will not suffice to· invoke this 
exception to the 'used and useful' principles. 
the utility will have to· demonstrate that the 
project which it ultimately abandoned was 
reasonable throughout the project's dur4tion in 
light both of the relevant uncertainties that 
then existed and of tho alternatives for 
meeting the service needs of its customers. 

"Thus, although we will occasionally relax the 
'used and useful' principles with respect to 
cancelled projects, we will continue to 
rigorously Apply the criterion of ~e4sonable 
manAqerial skill to costs deriving from such 
projects, as indeed we apply this criterion to 
all utility expenditures." (0 .. 84-05-100, 
mimeo. pp. 3-4 .. ) 

In D.83-12-068, as modified. by 0 •. 84-05-100, we held. that 
24 projects met these c:citerio... One project, the Mendocino Nuclear 
Project, d.id.· not qualify.. It was cancelled not because of supply 
uncertainty, but because the proposed site was qeoloqically 
unsuitable .. 
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PG&E, in its present application has not met its burden 
of showing that these abandoned projects satisfy the criteriA 
established in D. 83-12-06·8. Exhibit 6., PG&E."s d'irect filed 
testimony, contains merely a list1nq of the projects.. It did %loOt 
specifically address any of the considerations enumerated in 0.83-
12-069. 

When PG&E witness Forsqard testified regarding this 
revenue request, ALJ Wheatland stated thAt "a8 X consider the 
request and the need to write a decision supporting the request, 
there are no facts that X could find in the testimony that would 
support the reasonableness or the prudence (orJ to relate those 
projects to the criteria that you have stated.. Are these set fonh 
somewhere in the testimony that X have missed?" ('rr. 7:6-8~.) .In 
response, Forsg-ard indicated that PG&E's wo:rkpape:rs describing 
these projects are included in ORA's testimony, Exhibit 102. 

Exhibit 102, which includes only a brief descriptior. of 
each abandoned project, does not satisfy PG&E's burden of proof • 
PG&E has not shown (1) th4t the pro·ject r4n its course during 4 
period of unusual and p=otracted uncertainty, (2) that the project 
was reasonable throughout the project's dur4tion in light of both 
the relevant uncertainties that then existed and of the 
alternatives for meeting the service needs of the customers, 
(3) when the projects were cancelled, 4nd. (4) that they were 
cancelled promptly when cond.itions warranted .. 

The information which PG&E has provided suggests that 
many projects do ~ comply with our criteria. For ex.smple, the 
proposed expansion of the Angels. Camp o,ffice was not t:ancelled. 
because of any extroordinary uncertainties, but because staffing 
reductions made expansion unnecessary. Similarly, the Butte Canal 
Tunnel was cancelled not because of g-reat supply uncertainty, but 
because ground conditions changed during the preliminary 
enqineerin9 phases. Another project,. a service connection to· 4 new 
24-story office building in San Franc:tsco, was cancelled when the 
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developer of the project stopped construction of the building due 
to finAncial difficulties. 

PG&E's request to amortize the costs of the Dinkey Creek 
Project is particularly troubling'. In A.86-02-00S, PG&E requested 
approval of an agreement it signed. with the Kings River 
Conservation District to conatruct the Dinkey Creek Hydroelectric 
Project, and PG&E requested authorization to recover all payments 
under the agreement. We dismissed the application, without 
prejudice, indicating thAt we simply did not have enough 
information to find that ratepayers would ~ indifferent. On 
October 27, 198-6·, eleven days after our decis.ion, PG&E cancelled 
the project.. "Onder the terms of the agreement with the District, 
PG&E paid 50% of the design costs which had been .i.ncurred., 52.05· 
million. PG&E believes that the initial decision to pursue the 
project w",s prudent, based upon the cost/benefit analyses at the 
time .. Yet, this was the very question tendered to-us in 
A.S6-02-00S, ",nd we indic",ted then that PG&E had not provided 
sufficient information to convince us th"'t this was 80. PG&E's 
qener",l rate case ",pplication cert",inly adds no additional 
information to· demonstrate that this project was ever prudent. 

PG&E states that it ab",ndoned the Oinkey Creek Project in 
a timely manner when informetion became available that it w"'s no 
longer in the best interests of r"'tepayers t~ pursue the project. 
The information which became avail",ble ,. "'s far ",s we are able- to 

ascertain from the information provided in Exhibit 77, had. nothing 
to do with the interest3 of r"'tepayers. The "information which 
cancelled the project was this. Commission's determinat1.on that 
sh",reholaers should bear the risk of project development. When we 
declined to give shareholders the ~ssur",nce of full rAte recovery, 
PG&E decided to cancel the "'greement. 

None of the reasons for CAnceling ~he aforementioned 
pro·jects fall within the narrow exception to the "used ",nd useful" 
rule of 0.84-05-100. While we will oec",sion4lly relax the used and. 
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useful principles in a period of high'risk, we remind PG&E that, as 
we stated in 0.84-05-l00, *the ratepayer does not become the 
utility's underwriter'" for all cancelled projects. 

In Sunut\4ry, we conclude that the record does not support 
a finding that the recently Abandoned project~ which PG&E proposes 
to amortize meet the criteria for cost recovery enunCiated in 
0.83-12-068, as moaified by 0.84-05-100 ... 

1>. Electric: Plant Held· for Mure VIe 

In 0.87-12-066, Edison's last general rate ease deCision, 
we adopted specific guidelines to- govern the length of time that 
items could be detained in PHFO: 

"PHFi.1 is an area in which we do not Mve 
specific criteria for judging the 
reasonableness of a utility'S property 
aC9',:1i8i tion policies. Because of th.is, 
ut~lities do not have a strong incer.~ive to 
elosely monitor their procedures for acquiring 
and maintaining PHFU. ALJ Ferraro directed PSO 
and Edison to work together t~ develop 
guiaelines which could be used to judge the 
reasonableness of utility expenait~re8 on PHFO. 
As a result, PSO and Eaison develo~d 
guidelines ana agreed to their 'use in the 
future. We find these guidelines reasonable 
and will adopt them for use in this and 
Edison's future qeneral rate cases. In 
addition, we will direct our Evalua~ion and 
Compliance Oivieion to notify the energy , 
utilities under our jurisd'iction th4t we expect 
to adopt similar quidelines in their next 
qeneral rate case. H (0.87-12-06,6·, mimeo, 
pp. 39-40.) 

Oespite our announced intent to, adopt similar guidelines 
for other electric utilities, PG&E did not aeldress this issue in 
its application. It diel' not do so, it SlJ.YS, because neither CACO 
nor ORA approached PG&E on this issue before the company filed its 
application. 'rhus, PG&E claims it did not have timely notice that 
the quidelines were to be an 1ssue in this qenerAl rAte ca&e. 
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We do not accept PG&E'G argument that it did not have 
timely notice that we intended to· adopt stmilar guidelines in its 
next general rate case. Although CACO did not fOrmAlly notify PG&E 
until Fe~ruary 2, 1989, PG&E was a party to Edi80n~8 general rate 
case and had actual notice of our decision. 

The purpose of the guidelines, 48 set forth in Appendix 
lo, is to balance the utility'S natural desire for tn4x.1.mum possible 
flexibility in the planning and acquisition of future plant with 
the ratepayer~s desire to avoid unnecessar,y or burdensome carrying 
costs of property which is held for an indefinite period or an 
indefinite purpose. PG&E agrees with the guidelines we adopted in 
0.87-12-066·, except for one prOvision.. 'I'he guideline&. provide that 
right-of-way associated with transmission lines. and substations. be 
allowed to remain in PHFU for ten years if associated with new 
power plants, and in PHFU for five years if not associated with new 
power plants. PG&E sees no difference between these two types of 
land acquisition activities and :believes thAt the guidelines should 
allow ten years for all right-of-ways. PG&E believes that ten 
years is simply not enough time to assemble a corridor of land for 
transmission purposes. PG&E also notes that General Order 131-C 
requires ten years of planning information prior to the 
eons'truc'tion of 0. 'tra.nsmission line.. Given the ten-year planning 
horizon, PG&E believes it unfair to only allow ratemaking 
consideration of the property for five years before the line is to 
be operational. 

We have carefully reviewed that portion of the guidelines 
to which PG&E o~jec't5. In most eases 'the planninq, environmen'tal 
review, and permitting process for power plante and rela'ted 
facilities is longer and more complex 'than that required for 
transmission l.ines alone. We l>elieve it is reasonable 'therefore to 
provide a long'er holding period for power plants and related 
'transmission facilities than for transmission facilities only.. We 
also remind PG&E that it is not required to plan the project, 
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purchase the land, and build the line within five years. Mueh of 
the planninq and environmental review should take plaee ~fore 
acquisi tion beg:i.ns. Moreover, once construction begins, the costs 
may be transferred to the construction budqet and may remain in 
that budget up to five years. Thus, the maximum time a 
transmission r:i.ght-of-way not related to a new power plant may be 
held :i.n PHFU pr:i.or to the start of construction is ten years. 

The five-year guideline affects one particular 
transmission line in PG&E's current PHFO account - the Gates to 
Gregg transmission line. In 1978 PG&E applied for a certificate 
authorizing it to construct a 5-1 • .5 mile SOO kV transmission line 
between the Gates substation to the proposed Greqq substation. 
After review of the application, we held in O.898S2 (1 CPOC 2d 134) 
that there was inadequate information in the record of the 
proceeding to justify Commission approval of the project. 
Therefore, we denied the application and invited PG&E to file a new 
application containing infor.mation sufficient to correct the 
various deficiencies. That was in 1979. It is not until 
February 28, 1989, that PG&E inclicatecl a plannec:l operational ~te 
for this facility. (January 1995·). While we clo· not doubt the 
sincerity of PG&E's current testimony that there :i.s now a definite 
plan to build this transmission line, PG&E made the s4me 
representations to us with equal conviction, ten years a90. In the 
ease of this partieular facility we believe that applieation of the 
PHFO guidelines is fully warranted. 

The guidelines also affect two properties immediately 
adjacent to the Pittsburg power plant~ Although PG&E has no 
specific pla.n for use of these parcels., PG&E believes. that they 
should be retained in PHFU to provide for future expansion of the 
powerplant.. In addition, PG&E states that these projects currently 
serve as an environmental buffer and are valuable in this function. 
'Oncler the guiclelines we' adopt, exceptions to· the maximum time 
periods may be granted where the ut.ility eatiefactorily esULbliebe8 
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that (1) there is still a definite plan and need to retain the item 
in PHFU, (2) economic analysis justifies the retention and 
(3) there are mitigating circumstances to require the retention. 
Xn the ease of the Pittsburg properties, PG&E has neither shown a 
definite plan and need, nor an economic analysis to' justify 
retention. Under these circumstances, we deny PG&E~S request for 
an exception from the guidelines. 

As in D.87-12-066, we will adopt the guidelines 
prospectively. E·££ective January 1, 1991, we will apply the 
acquisition quidelines as if they were effective prior to the 
acquisition date of all items in PHFU. 'l'his will result in a 
reduction of $3,031,000 in PG&E's, reqr.1est for attrition year 1991. 
We will not make any adjustment in th~ test year. As we stated in 
0.87-12-066, by delaying full implementation of the guidelines the 
utility will have ample opportunity to· manage its PHFU account to 
the level adopted in this decision. "We believe, by providing 
ratepayers. with lower carryinqcharqe3 now and in the future and 
shareholders with the opportunity t.o adj';lst to this change, the 
interests of rAtepayers and shareholders are fairly balanced.~ 
(0.87-12-066" mimeo. p. 40 .. ) 

c.. COmmon Plant 
PG&E and ORA differ on the allocation of eommon plant for 

two reasons: (1) PG&E and ORA have different estimates of the 
amount of common plant to be allocated to Diablo canyon, and 
(2) ORA. opposes the inclusion of two specific projects in the 
estimate of 1990 common plant additions. 

(1) Al,19£AAj,on of COmmon Plant to Diablo canyon 
As described earlier in this decision, 0 .. 88-12-083 

requires that all Diablo Canyon operations shall be seqregated from 
other PG&E operations. Diablo Canyon costS. include all costs 
incurred 1:>y PG&E as a result of Diablo Canyon ownership. Diablo 
Canyon costs. include "'common costs." 'l'he term "eommon costs" is 
not described in 0 •. 88-12-08:3,. Instead, that deeis.ion s'tates that 

- 104 -



• 

• 

• 

A.88-12-005, 1.89-03-033 ALJ/GLW,BTC/jc 

the detailed methodology for allocation of common costs will be 

described and determined in the PG&E general rate case. 
With rare exceptions, the COmmission hAs used either 

direct use studies or the four-factor method to allocate plant 
which is common to two or more departments among the various 
departments. PG&E uses the four-factor method in this proceedinq 
to allocate common plant among the electric, gas, and steam 
department. 

Although the costs of operating and'maintaining Di4bl~ 
Canyon are now to be segregated from other PG&E operations, PG&E 
has not allocated common plant to Diablo Canyon using the four
factor method.. PG&E has removed from rate base Sl34,000,000 0·£ 
pl",nt within. the gates of the Diablo Canyon facility and used ~ 
Diablo Canyon, which according to PG&E would ordinarily be 

classified as as "common plant" or woulc1 normally have been built 
in common with other parts of PG&E's systom. 19 PG&E c1id not 
remove from rate base and allocate to Diablo Canyon any common 
plant outside the qates of Diablo Canyon. Instead, as this 
proceeding progressed, PG&E surveyed common plant outside the qates 
of Diablo Canyon and began to identify common plant whieh is shared 
by Diablo Canyon. The results of PG&E's review were presented in 
Exhibit 33. PG&E identified $5·,000,000 in Di~lo related expense, 
reflecting charges anc1 rentals attributable t~ the use by Diablo 
Canyon employees of vehicles, aircraft, and: the GenerAl Office' 
complex .. 

19 ORA questions whether the plant alloeated to Diablo CAnyon 
would otherwise be properly classified as "common plant." PG&E 
defines common plant as plant consists chiefly o·f plant thAt is 
used ~y several c1epartrnents of the company. PG&E has not 
demonstratec1 that the $43 million in Heommon plant" allocated to· 
Diablo is used by other depart~ent$. In fact,. PG&E'~ testimony 
suggests that some of the eosts are clearly not common. 
(Tr. 50/5417-17, 5432-35-.) 
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The chargeback system 'initially described by PG&E did not 
fully reflect the costs of Diablo Canyon. The user fees for 
vehicles and aircraft reflected the cost of depreciation, but not 
return or taxes. Fees for the WArehouse and training cen~r did 
not reflect fully allocAted costs. No fees were charged for DiAOlo 
Canyon's use of the Fairfield computer center. In rebuttal 
testimony, PG&E proposed revisions to these charging policies, and 
indicated its intent to' establish a computer use billing system. 

DRA believes that PG&E's allocation, of common plant to 

Diablo Canyon significantly understates the cost of common plant 
shared between PG&E and other departments. Therefore, to allocate 
common costs between Diablo Canyon and other Gepartments, DRA 
developed the following approach. First, the traditional four
factor method is used to allocate common plant between the 
electric, 9as, and steam departments. Next, a special four-factor 
method is used to, allocate common plant within the electric 
department between Diablo Canyon and the remainder of the olectric 
department. Based on this approach, DRA initially concluded that 
$250 million in common plant should be allocated to Diablo canyon. 

PG&E strenuously criticizes DRA's new four-factor method 
as it was applied to both A&G expenses and common plant. PG&E's 
criticisms of the application of the special four-factor method to 
A&G expenses (See Sect10n III.C.S.a, supra) are equally applicable 
here. In addition to the criticism previously described, PG&E 
particularly objected to certain aspects of the methodology when 
applied to common plant. PG&E o'ffered testimony in Exhibit 58 to 
show that most of PG&E I'S $l.3 billion in common plant has no 
functional or geographical relatione hip to Di4blo Canyon, such as 
laboratories, trtlining facilities, gas terminals, compressor 
stations, powerhouses, and customer service centers. 

After reviewing Exhibit 58', DRA reduced the common pltlnt 
to which it would apply its special four-factor method to three 
categories of facilities and equipment "'outside the gates of Diablo 
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.. • 
C~nyon--Computer Centers and 'J:elecommunication Equipment, 
'J:ransport~tion Equipment, and the General Office Complex. ~s 
reduced DRA's proposed allocation of common plant to Diablo canyon 
to $151,200,000. 'rhe revenue requirement for ORA's allocation of 
common pl~nt to Diablo Canyon is S22,027,000, which exceeds PG&E's 
estimate of tot~l plant charges by S19,203,000. 

Discussion 
Neither ORA nor PG&E has advanced an acceptable method 

for fairly and accurately allocating the costs of plant shared 
between Diablo Canyon and other departments of PG&E. 

ORA's. method is likely to overstate the COGts of common 
plant attributable to Diablo· C~nyon. As we explained e~rlier in 
this decision, the use of gross pl~nt cost as ~ special factor will 
tend to overstate Diablo Canyon's share of common plant. Newer 
generating facilities cost mo:z:e than older 9'enerating units.' Yet 
the relative age or cost of two facilities bears. no r~tional 
relationship to the ~llocation of plant which is common to the two 
units. In addition, we also find that the use of 4Mu~l energy 
output will distort the results in periods of low oper~tion. We 
find that ORA's special four-factor would produce distorted and 
unreasonable results when used to· allocate common plant t~ Diablo 
Canyon. 

On the other hand, PG&E's proposed charge of S5-,OOO,OOO 
is likely to understate the costs incurred by Diablo canyon for the 
use of shared facilities outside'the gates of Diablo Canyon. 
Because the decision ~dopting the Diablo- Canyon settlement Wd3 

issued in December 1988, at about the time PG&E filed its general 
rate ease application, PG&E is only now in the process of 
identifying common plant outside the gates of Diablo Canyon which 
is shared by Diablo C~nyon. While PG&E is dedicated to developing 
~ system for directly charging all common plant used. by Diablo 
Canyon, that process is not yet fully implemented. 
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To ensure that the system which PG&& implements will 
fully and fairly allocate all common plant used by Diablo Canyon, 
we will direct PG&E to conduct a facility-by-facility use study of 
all common plant. This study shall be conducted in conjunction 
wi th the use stucly which PG&E will conduct for A&G expens~s.. The 
costs of developing the direct charge system, reviewing all common 
facilities, and filing the report shall be charged to Diablo 
Canyon. 

After PG&& has conducted a complete use study of common 
plant and has fully implemented its system of direct chArging we 
would expect PG&E to directly charge consiclerably more than 
$5,,000,000 annually to, Diablo Canyon for its use of common plant 
outside the gates of the facility. However, given the fact that 
neither ORA or PG&E have fully reviewed all common plant outside 
the gates of Diablo Canyon, there is not a basis on thi8 record for 
a further adjustment at this time. We will not adopt ORA's 
additional disallowance of $19,203,000. 

(2) Common Plant....Acldltions 
Two of the projects included in PG&E's estimate of common 

plant add'itions are the (1) San Francisco, Division Consolidation 
Project and (2) Emeryvi'lle Transformer Repair Center. ORA does not 
include these projects in its est.imate of 1990 common plant 
additions. 

In PG&E's application, these projects are shown as 
becoming operational in 1991 and 1992. PG&E subsequently informed 
ORA that the San Fr~mcisco project was included in the attrition 
years, rather than the test year, in error. The Emeryville project 
represents a change in priorities resulting from increased interest 
by the City of Emeryville in this project. 

ORA's brief states that ORA opposes these projects 
because the Rate Case Plan precludes chanqes in any of PG&E's 
estima.tes after the filin9' of the application, citinq the testimony 
of ORA. witness Han at Tr. 14:1438:. Yet, as, PG&& notes, on the next 
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paqe of the transcript Han appears to agree that it is reasonable 
to take into account changes in the schedules of projects listed in 
the application which may be moved between the test year and 
attrition years. (Tr. 14:1349 .. ) 

While we are sympathetic to ORA's need to have adequate 
time to· review the app1ie~tion, in this instance we believe PG&E 
has provided ORA adequate time to review these projects and that 
PG&E has demonstrated that both projects will be used and useful in 
1990.. We will approve PG&E'8 estinuLte of 1990 common plant 
add.itions. 

7. Depreciation 
ORA and PG&E agree on the methodoloqy for calculating 

depreciation and depreciation reserve. The difference between PG&E 
and ORA for electric department depreciation expense is due to 
differences in determining common utility plant additiOns, 
allocation of Diablo Canyon costs, and four-factors. 

8.. TMes 

ORA and PG&E also agree on the. methodoloqy for 
calculating income, payroll, property, and. other tax expense. The 
differences betwoen ORA and PG&E are due to differences in other 
revenue and. expense estimates. 

9. Nu£lep4 Decommi§§ioning 
PG&E proposes that decommissioning rates De maintained at 

currently authorized levels until termination of the funding for 
the Humboldt Bay Unit 3 plant, and until the next general rate case 
proceeding for the Diablo Canyon Power Plant. Enerqy and Re!ource 
Advocates (ERA) proposes increasing the Humboldt decommi~sioning 
factor from 25·' to 5,0%. ORA proposes that decommissioning expense 
levels for Diablo Canyon and Humbold~ be decreased by $7,231,000, 
based on PG&E's updated expense forecast. 

Reqarding' the Humboldt plant,. we note that the Humboldt 
decommissioning fund will ~ fully collected' at present rates by 

1991, and the expense will thereafter be removed from ro.tes. ERA 
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has not offered a p~rsuasive ease for increasing the . 
decommissioning factor for the remaining period that the rate will 
be in effect. PG&E's Humboldt decommissioning cost estimates 
indicate that the anticipated decommissioning expenses are likely 
to be less than the amounts accrued at a 25% factor. 

Nor do we agree with ORA that we should reduce the annual 
accrual rate for Humbold't. As DRA aclcnowledgcs., the;J;'e will be 

adequate future opportunity to adjust PG&E~8 revenues if we 
subsequently find Humboldt expenses to be overcollected. 

For the DiAblo Canyon plant, in 0.8,7-03-029 we authorized 
collection of annual revenue for decommissioning of $$4,474,000 
beginning ~rch 16·, 1997. This rate was. based upon an estimate of 
decommissioning costs prepared in 1986 and our best estimate in 
1987 of the rate o·f return on invested funds and the escalation 
rate of future costs. 

In August 1988 PG&E completed an updated review of 
decommissioning costs. ORA reviewed this study and found that the 
cost estimates are reasonable and well supported. DRA also 
believes that the escalation rates and investment rates used by 
PG&E are reasonable. 

Based on PG&E's most recent estimate of the costs of 
decommissioning Diablo Canyon, PG&E would need to collect 
$52,015,000 annually, beginn1ng in 1990. 'l'his.is $2,.459,000 less 
than PG&E is currently collecting. ORA believes that the . 
Commission should use this lower, more recent cost estimate in 
establishing PG&E's expenses in the test year. 

PG&E, on the other hand, argues that the difference 
between the regular accrual rates and the 1988 forecasted rate is 
relatively insignificant. Current rates are within 4-6% of the 
best current estimate. Given the ultimate uncertAinty of 
ciecommissioning costs, PG&E: believes it is sufficient to keep. 
funding within a range of reasonable costs. 
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ORA acknowledges the uncertainty in determining ultimate 
costs, but Pelieves that the Commission should use the best 
information to reAdjust the AccruAl rate in eAch case, 
understanding the information is not perfect. 

At this time, there are significant future uncertainties 
concerning the timing of decommissioning and the amount ult1mately 
necessary to complete the work. There is also much uncertainty 
regarding the rAte at which tbe tru~t will appreciate over the next 
three decades. Given the rAnge of future uncertAinty, minor 
fluctuations between the authorized accrual rates And the most 
recently forecasted rate of accrual are not a matter of immediate 
concern. A difference of 4-6%, as in this ease, is within the 
margin of error of the forecast, and well within a reasonable range 
At the outset of a 30-year accrual period. ORA's adjustment would 
impose a level of precision which is not necessary at this. time. 

Accordingly, we will continue the current accrual rates 
for Humboldt and Diablo Canyon • 

10. WOrlciftg. Caeh 
The revenue requirement adopted, in this decision does not 

reflect D.89-11-0S,8 related to the change to flow-through for the 
California Corporate Franchise Tax (CCFT,) deduction in estimating 
ratemaking federal income tax expense. Therefore, no later than 
October 1, 1990, PG&E shall file an Advice Letter to true-up test 
year 1990 ratemaking federal income tax expense. The resulting 
difference in revenue requirement shall be included in PG&E's 1991 
attrition increase. 

We accept PG&E's contention that the DRA adju3tment to 
Economic:- Recovery Tax Act of 1991 (ERTA) tax basis should also be 

included in the decision on test year 1990. 
11. ~i8dietional Al1ocati2n 

DRA and PG&E agree on the methodology for allocation of 
costs and revenues between state and federal jurisdictions. In 
particular, ORA and PG&E agree that both the costs and revenues 
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associated with discounted sales by PG&E to FERC jurisdictional 
customers be included in the CPUC jurisdiction to ratemakinq. At 
DRA's suqqestion, we will require that in future general rate cases 
PG&E provide a cost/benefit study for each discounted. SAle to be 
included in CPUC jurisdiction durinq the test year. 

ORA also proposes that PG&E be required to provide a 
cost/benefit analysis of the Sacramento Municipal Oti11ty District 
(SHOO) sale in each ECAC proceedinq. PG&E responds that updating 
the cost-benefit analysis of a ten-year contract every year makes 
little sense~ PG&E believes that a three-year review'provides 
sufficient opportunity for the Commission to assess the economics 
of this contract. 

DRA's analySiS shows that in nearly all cases the 
ratepayers will benefit from PG&E's sale to SMUD.. The only 
scenario· in which there is the pos.eibility of a neqative 
contribution from the sale assumes a 1,000 MW purchase by SMUO at 
the same time PG&E needs the 1~000 MW. Our evaluation of PG&E's 
resource plan indicates that it is highly unlikelyPG&E will need 
the full 1,000 MW itself within the next 'three years. 'l'herefore, 
we see no need for annual revi~? of the costs and benefits of the 
SMOD contract prior to the next general rate ease. 

12'. DRA' 8 Proposed M19stmen:t1!' 
a. CompenSAtion 

DRA's Exhibit 107 provides a short, somewhat sketchy 
description of the methoao1oqy used by ORA to evaluate PG&E 
salaries: 

" ( 1) 

(2 ) 

The survey for setting the standard market 
rates should not be more than two years 
old. 

Benchmark positions should be included in 
each survey. Benchmark ~8itions are the 
positions that PG&E uses for eomparison 
purposes with other utility eompanie~ and 
wi th other indus-tr:i.es. Also, benclunark 
positions are significant because ofth~ir 
importance to the operations of the 
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utility and they usually employ many of 
the company~s workers in 4 single 
occupational CAtegory. 

(3) PG&E compensation professionals were 
responsible for the jo~ matches. 

(4) Surveys were chosen from utility-related 
large orqanizations and from national and 
local data sources. 

(5) An aging factor was used to update the 
survey data to the PG&E data·.. An aging 
factor is an index which is applied to the 
survey data to escalate prior year's 
survey's compensation levels to PG&E's 
June 1988 compensation levels •••• " 

"'rhe following steps were taken to develop the 
analysis: 

Step 1 - After the data ~ase was 
established, ORA used the average of the 
survey means of the wages and salaries and 
compared those with PG&E~s means of the 
wages and salaries in the five categories •. 

Step 2 - DRA weighted PG&E mean wages and 
salaries and survey mean wages and salaries 
by PG&Ers number of employees in each of the 
classifications and in each of the 
categories. 

Step 3 - ORA summed up the total weighted 
wages and salaries of PG&E and the 
proprietary e.urveys for each category. 

Step 4 - ORA evaluated the result of the 
study from the percentage differences 
observed in Step 3 in the five categories." 
(Exh. 107, pp. 2-3., . 

ORA recommends that PG&E's labor expense ~ reduced by 

$30 million in the test year. ORA believes that PG&E's wage and 
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salary levels are 6.64% over the market rates.20 ORA ~lieves 
that the clerical workforce is siqnificantly overpaid. 
DRA Argues that the company's benefits, traininq opportunities, And 
relat1ve job security are ample enough to, maintAin qualified and 
productive clerical employees, without also payinq 18% over mArket 
rates. 

PG&E did not present a salary survey in this proceeding. 
PG&E viewed its role as being responsive to, ORA-data requests and 
providing technical assistance to the DRA as required. PG&E 
provided DRA with abstracts of various salary surveys and furnished 
technical assistance to, ORA on data interpretation. 
PG&E believes that: 

"'rhe survey data used by the ORA are qenerally 
representative of PG&E's external labor market. 
Furthermore, the methodoloqy appliea by the ORA 
to analyze the data for each employee group 
appears to be reasonably sound. However, 
several significo.nt oversights in their 
interpretation of the survey results caused the 
DRA's conclusion to be invalid. Specifically, 
the ORA's conclUSion to, recommend a 
disallowance ignores the very real influences 
that survey response ranges, survey error, and 
employee tenure have on the interpretation of 
survey results. In addition, the ORA's 
conclusion does not reeognize efficiency wage 
theory, even though it wa:5 cliseussedby PG&E 
and recognized by the Co~ission in the 1987 
GRC decision." (Exhibit 54, pp .. 3B-13, 14.) 

20 DRA's compensation study is summarized a5 fo11ow$: 

Categoxy PG,g Over/Under Weighted B¥ 
Market EIx&211 

19~10% lS~06% 
7.99% 44~80% 
5.47%, 6.1&% 

2 ... 88% 
3.5$% 
0.34% 

Clerlctll 
Phys.ical 
'l'e~hnica1 
Professional 
Executive 

Total 

-0 .29% 33~4a% 
-4.85% 0.50\ 

100.00% 

-0.10% 
:.9.:.92! 
6~6.s% 
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In its rebuttal teutimony, PG&E explained how it would 
interpret ORA results differontly. First, PG&E determined that 
responses to survey questionu average 9.36% across the surveys used 
by DRA: 

"'From this calculation it can be concluded that 
the band of competitiveness in pay operating 
within the ORA's survey is plus or minus 9.36 
percent. Simply 81~ted, pay that is- within the 
range of plus or minus 9.36 percent of the 
DRA f S salary survey results must be considered 
competitive and reasonable. N (Exhibit 64, 
pp. 3B-14.) 

PG&E also identifi(~d several other survey factors which 
it believes d;i.min.ieh the certa.inty of ORA"'e conclueions. Accord.ing 
to PG&E, ORA dici not consider the high tenure of PG&E employees, 
nor the benefits of efficien~ realized' from paying employees above 
the market rate. 

In its opening brief, PG&E compares the average clerical 
wage of SOCal Gas (S14.52/hr and G.7s·% above market) and. of PG&E 
(S14.21/hr. and 18.42% above market) and asks if it is plaus.ible 
that PG&E~s average clerical salary can be lower than SoCal Ga8~ 
average clerical salary and ~ret have a higher variance from market 
rates. 

The Unions also offered testimony on the question of 
compensation. Joseph Grodin testified regarding national labor 
policy, the dynamics of colll~ctive bargaining and the role of the 
state in collective bargaining under national labor policy_ 
Jonathan Leonarci testifieci regarding certain systematic problems 
associated with using the clerical job market'as the measure for 
appropriate wage levels for PG&E cler.ical employees. Ben Hudnall 
and- Jack MCNally deSCribed collective bargaining at PG&E and 
provided various comments on the ORA survey. Eugene Hamilton and 
William '1'". Dickens tes-tified regarciing weaknesses in the 
methodology useci by ORA- in its wage survey. Jeffrie Van Hook and 
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Oebbi Mazzanti testified regarding their role as Service 
Representatives at PG&E. 

According to the Unions, the ORA methodology is seriously 
deficient in (1) the use of surveys representing incorrect labor 
mar~ets, (2) not having access to or understanding the surveys i~ 
used, and (3) improperly matching at least five key positions 
covering a large number of employees. 

The Unions also assert that ORA failed to properly apply 
informed judgment to the data which it selected:' (1) using a 
simple average of survey results, rather than an average weighted 
to the number of incumbents in each survey, (2) fail.ing to estil'nAte 
either the standard error of the individual surveys or the standard 
error resulting from the combined surveys, (3) failing to· focus on 
the benchmark class·ifications I (4) relying on a large number of 
posit.ions. matched only to one survey, and (5·) failing to use / 
interquartile data for categories other than executives. 

In addition to their critique of ORA's survey 
methodology, the 'Onions offered testimony on policy issues relating 
to the interpretation of ORA's survey. Even aSSuming that PG&E 
employees are paid more than the relevant job mar~et,. an assumption 
the Unions strongly contest, they believe no additional Adjustment 
should be made because, among other reasons, (1) collective 
bargaining tA~es place AS a package, and to isolate the waqe 
element of the package ignores other PArts- of the bArgain, 
(2) unionized firms tend to pay more than non-union firms, (3) use 
of external wage surveys to evaluate salAries. of predominantly 
female jobs would import sex discriminAtion to the PG&E workplace, 
and (4) PG&E employees, partieularly its cleriCAl employee~ are 
highly tenured and extremely productive. 

PJ..fi!cu8si.9n 
Prior to· the last generAl rate ease, we typically 

authorized WAges and SAlaries by simply escalAting current SAlary 
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rates by an escalation factor. However, in 0.83-12-068, we 
expressed our concern 

..... that the process of escalating wage and 
salary levels by a certain escalation factor 
(often the actual wage increase negotiated by 
PG&E and the union is used for this process), 
can result in significant increases in the 
overall level of wages and salaries through the 
years without any review by the Commission as 
to, whether or not the salaries and wages paid 
are in fact reasonable when compared to wages 
and salaries in the marketplace for similar 
types of work. 

"The staff has concluded that examinatio~ of the 
reasonableness of wage and salary lavele can be 
accomplished within the context of a general 
rate case proceedings. PG&E already performs 
comparable wage studies based on west coast and 
regional wage comparisons. Inasmuch as these 
stud-ies have to be prepared every year for PG&E 
to participate in wage and salary negotiations 
with the unions that represent its employees, 
these studies are available on a current basis 
for presentation in Commission proceedings. 

··We will expect in PG&E's next general rate case 
proceeding a presentation of levels of wages 
and salaries estimated by the utility for 
comparison with similar wages and salaries paid 
in the marketplace. This will be a check upon 
the routine procedure in general rate cases of 
simply escalating all salaries by a certain 
labor escalation factor. In this way, it will 
be possible on a more specific basis to see if 
the amounts allowed as labor increases in the 
past have in fact resulted in reasonable levels 
of wages and salaries being provided to- PG&E 
employees. It also provides the opportunity to 
see whether or not such overall escalation has 
resulted in excessive increases in any' 
particular wage or salary category where 
comparable salaries in the marXetplace have not 
risen at the same rate.... (0.8-3-12-058, 
pp •. 29-30.) 

In compliance with our direction, both PG&E and ORA 
submitted salary comparisons in the following general rate case • 
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After careful consideration, we decided not to adopt the results of 
the DRA study, because the study was weak with regard to proper 
matching of key positions, the study relied on one survey source 
with a high sampling error (l4-% at 9$% conf1dence level) and 
because the study did not focus on the labor market from which PG&E 
must draw for its labor. 

We chose instead to rely upon the PG&E salary survey for 
evaluation of salaries and wages. According to PG&E, the wages and 
salaries for physical employees were 6·.'% above market average, 
salaries for technical employees were 2.7% above market average, 
and clerical employee salaries were 13.&% above market avera9~. 
Although we did not determine the sampling error of the PG&E 
survey, we noted PG&E's testimony that generally pl~ced s4mpling 
error in the range of 10%. Bearing in mind the probability of some 
sampling error in the PG&E salary survey, we concluded that PG&E's 
salaries for technical and physical employees are not excessive 'to 

tho point where a ratemaking adju!tment should be made~ In 
addition, we found that a small premium in salaries above market 
rates can benefit the ratepayers and stockholders~ ~- safequarding 
PG&E's large .i.nvestment in employee training. PG&E's survey 
indicated that clerical employ~es were paid 13.6% above market 
rates. We concluded that this estimate was not unreasonable for 
the 1987 test year, taking into account the sampling- error and the 
internal equ1t.i.es. (D.86-12-095, mimeo-. p. 5,3.) 

The follow~n9 year, .i.n Ed.ison's general rate case, we 
a9'a.i.n considered the question of compensation. We found tM't OM'S' 

analysis in Edison's general ra'te case proceedin9 'was a si9nificant 
improvement over its analysis in the PG&E general ra'te case: 

"However, before it can be used to judge the 
reasonableness of Edison's level of payroll 
expenses, thore are further :refinements that 
should ))e considered.. First, compar.ieons 
should either ))e made on a total compensat.ion 
basis or adjusted to reflect the employees' 
benefit package. Since employees choose 
employment opportunities on a total 
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compensation basis, we consider it reasonable 
to judge utility compensation in the same 
mAnner~ Second, in addition to point 
comparisons based on averages, information 
indicating the range of data should be 
provided. Lastly, Edison's criticiSms 
concerning sample sizes and the duplication of 
jobs and companies in the survey aata shoula be 
adaressed~ If· (0 .. 87-l2-056, mimeo~ p. 103.) 

We turn now to the salary survey presented by ORA in this 
proeeec:iing ~ ORA's current survey 1s disappo1nt1ng. As the Un.ions 
eorrectly note, this ORA salary survey suffers some of the same 
errors and limitations as noted by the Commission in the 1987 
qeneral rate case. Once again ORA's survey is weak with regard to 
the proper matching of key posit1ons which cover a large numl:>er of 
employees. Ac:ic:iitionally, we agree with PG&E and the Unions that it 
is neees·sary to c:ietermine the standard error of the surveys and to 

tak~ this range of error into account in evaluating the results. 
ORA's survey in this case also· fails to· contain the 

further refinements we requested in 0.87-12-066. ORA's survey does 
not make a comparison on a total compensation baSis. Furthermore, 
ORA continues to provide point comparisons based on averages, 
without also indicating the range of data. Finally, we had asked 
staff in future surveys to address Ec:iison's coneerns regarding the 
overlap between eompan1es in several surveys. Yet, in' this case, 
ORA was even less aware of which companies participated in the 
surveys it used .. 

For these reasons we cannot adopt .oRA's salary survey as 
the basis for an adjustment in PG&E employee compensation in 1990. 
We make this determination based on the methodological flaws in the 
survey and the absence of necessary refinements. We do not decide 
the question based on the policy issues proffered by PG&E and the 
Unions. 

While we are disappointed in ORA' IS showinq, we ~re even 
more disappointed in PG&E's showing on this issue in this 
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proceedinq. The burden of proof on the re4sonableness of 
compensation is on the utility, not the staff. We have tried to 
make it clear in 0.83-12-058, 0.86-12-095-, and 0.,87-12-055, that we 
expect the utility to do more that simply critique ORA's efforts. 
Wg expect an affirmative presentation from the utility on the level 
of overall compensation and a comparison to similar compensation 
levels in the relevant job markets. In the absence of such a 
showinq from the utility we are reluctant to, apply any labor 
e8calation factor to wage levels found reasonable in the previous 
general rate proceeding. 

We will stress, as we have before, that while we have not 
adopted ORA's adjustment, we do not intend to qive the utility a 
blank check. We expect PG&E to help us ensure that ratepayers are 
not burdened with employee compensation beyond that which is 
necessary to provide safe" reliable service at the lowest 
reasonable cost. As long as PG&E bargains aggressively and 
effectively on the r4tepayers Peh4lf, we will, 4S Grodin suggests, 
allow very substantial latitude to the judgment of management and 
the unions with respect to the specific nature of the bargain 
rather than attempt to fine tune it in accordance with our own 
notions of what would be ideal. 

b. Accounting System· 
ORA performed an' audit of the accounting and financial 

records of PG&E. ORA auditors report that thoy experienced 
siqnificant difficulty in obtaining basic information from the PG&E 
accounting system. Among the specific difficulties reported were 
the following: 

"a. The inability to easily convert the PG&E 
accounting system to the FERC Uniform 
System of Accounts system. While PG&E 
submits formal reports to the Commission on 
a FERC baSiS, the audit process needs to be 
able to convert PG&E's accounts directly. 

"'b. Translating PG&E 4ccount numbers toFERC 
account numbers re~~ires a large number of 
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eonversion tables. PG&E frequently ehanges 
the underlying subaccounts, making new 
tables necessary and x:endering other tables 
of limited use", 

"c. PG&E was unable to retrieve data needed in 
a timely fashion. 

H'd. PG&E' s aceounting manual procedures are 
outdated. (Exh. 104, pp. 1-3 to 1-5.)~ 
(ORA opening brief, p. 4.) 

PG&E has announced plans to develop a new financial 
management information system (FAMlS), which will inelude the 
general ledger system and related systems: 

"Expected benef1ts to be derived from FAMIS 
include intangibles such as improved 
flexibility to allow rapid response to chanqing 
market needs, enhanced ability to capture and 
monitor project costs accurately and to close 
out jobs on a more timely basis, and .f.ncreased 
ability for PG&E to- provide competitively 
priced energy supplies. Tanq.f.ble benefits w.f.ll 
include significant cost savings when the 
Financial Information System is fully 
implemented in 1993, whieh will help- offset 
other company eost increases at that time. 

"At the time of this filing, t.he FAMIS project 
is still in the conceptual stage. The design 
and implementation stages will begin later this 
year and will continue through 1990. Initial 
rough estimates of 1990 costs and benefits for 
FAMIS (in 1987 dollars) include expenses of 
$7.3 million compared to cost avoidance of 
$4.5 million. Although these estimates are 
preliminary, they have been used in developing 
the 1990 Test Year A&G estimates." (Exh. 6, 
pp • lOA-4, 5-.) 

ORA be11eves that PG&E has an obligation to- keep the Commission 
fully 1nformed as to the development of that system. ORA asks that 
PG&E be d1rected to 1nvolve ORA and other Commission staff at 
sufficiently early stages to' ensure that Commission input is ~ken 
into· account in the development of the new system. ORA also 
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b~lieves that the new system should meet the requirements of the 
FERC Uniform System of Accounts, as prescri~dby' the COmmission. 

In response to the ORA audit recommendations,. PG&E 
submitted the testimony of Gloria Gee, PG&E'S Controller. Gee 

testified that PG&E is willing to provide periodic written 
information to the ORA concerning the status of the new accounting 
system. However, Gee stresses that the -primary users~ are PG&E's 
employees, and that PG&E will accept ORA's comments on the new 
system "'if they do make sense and if they do save time and money.
('tr. 51 :5552.) 

We cannot conclude that PG&E's statement is a sufficient 
response to the legitimate needs of the Commission for timely, 
accurate, and usable financial records in conformance with the 
uniform system of accounts. While we applaud PG&E'8 desire to save 
time and money, savings at PG&E must not be obtained at the expen&e 
of the Commission's need for timely, accurate and usable records. 
For example, PG&E objects to the use of FERC accounting numbers in 
PG&E's data fields. PG&E assens that this additional information 
could cost PG&E $1 to $5 million annually. Thus, PG&E believes 
that ORA should be content to use the translation tables. ORr. has 
not testified how much additional cost it incurs to use these 
tables, but however much time it takes, it is too much. The 
translation tables are bulky, complex, awkward and extremely time 
eonsumin9. ~he effect of these tables is to' frustrate and delay 
regulAtory oversight. Our auditors' time is a scarce resource ~nd 
each hour devoted to translation is an hour not availAble for more 
important tasks. ~he clear inference of PG&E's position 18 that it 
is less costly to translate PG&E account numbers to FERC account 
numbers than to incorporate the information directly into the 
accounting system. We will accept the inference for the purposes 
of this deciSion, and direct PG&E, effective January 1, 1990, to 
itself directly translate all account info:rma.tion before submitting 
such informatior, to the Commission in any form. Such translation 
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shall be done promptly, and shall be excuseo only with the exp:ess 
consent of the Commission staff. 

So that the accounting system which is developed fully 
meets both the needs of PG&E management and our needs of effective 
and timely :egulatory oversight, we will establish Bpeeifie 
procedures fo: ensuring PG&E's cooperation: 

1. PG&E shall file written :eports with the 
Executive Oirector, beginning February 1, 
1990, and at least each 90 days the:eafte:, 
on the development of the accounting 
system. ~he :epo:t shall focus in 
particular on work which is to be initiated 
in the coming quarter, and upon changes in 
the system which will influence the 
Commission's ability to audit and review 
the accounts and records of the company. 

2. PG&E personnel responsible for the 
development of the new system shall meet 
and confer with DRA and CACO on these 
quarterly reports, if :equested to do so by 
the Executive Oirector • 

3. The Executive Oirector mdy submit written 
questions, comments or suggestions. to PG&E 
on the system, within 45 days of receipt of 
each report. 

4. If PG&E elects not to· adopt the suggestions 
of the Executive Director, in whole or in 
part, it shall explain why it does not do 
50 in the first quarterly report following 
receipt of the Executive Director's, 
comments .. 

5·. All reports by PG&E and written comments by 
the Executive Director, ehall be filed in 
this p:oeeeding. 

6. The development of PG&E's new accounting 
system will be conside:ed, as necessary, in 
this proceed.ing .. 

PG&E is requesting an .increase of $2,800,000 .in MG 
expenses to funci the development of FAMX$.. The estimAte of costs 
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and savings is preliminary, the timetable for development is 
uncertain and the design is unknown. We approve this expense item 
with considerable reservation, and only on the cond'ition that the 
money is used to, develop a system which fully satisfies both the 
needs of PG&E manaqement and our needs for effective regulAtory 
oversiqht. 

c. 1281 LoWr Ad1u8tmeJ)3; 

DRA proposes an adjustmen.t to· the recorded 1987 labor 
expense of $11,9&2,000 (1987 $) for the electrie department and 
$6,520,000 (1987 $) for the gas department. DRA explains the 
adjustment as follows: 

'~PG&E has used the year 1987 as a base year in 
this general rate case~ In most cases, for 
estimating operatinq expenses, PG&E starts with 
a 1987 recorded amount and adds adjustments on 
top of that number to' a=rive at a 1990 
estimate. In many cases, DRA has employed the 
same methodology in makinq ite expense 
estimates •••• DRA's concern with the use of 
1987 data is in regard to the la~r expense • 
During 1987, PG&E experienced a significant 
reduction in labor due to voluntary retirements 
and other workforce recuctions which were part 
of a major cost savings effect on the part of 
the company. The use of recorded 1987 labor 
expense as a :base for estimating 1990 expenses, 
will result in the estimate not fully 
reflecting the savings that were realized in 
1967. This is because the labor reductions 
were not achieved entirely at the beginning of 
the year, but over the course of the whole 
year. 1987 recorded labor therefore reflects 
salaries o,f people who· eventually left the 
company. A more proper 1987 labor base to- use 
in estimating 1990 expenses would be one which 
reflected the labor reduction for the whole 
year. Therefore, ORA normalized the 198·7 
recorded labor used in its estimates to reflect 
end of year staffing for the entire year.~ 
(Exh. 102, p. 16B-l.) , 

PG&E believes that ORAl's proposed adjustment should be 
rejected. because (1) it is inconsistent with PG&E"s estimating 
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methodology for test yoar expenses, (2) it makes unjustified 
assumptions about chanqes in PG&E's workforce, and (3) it imposes 
an arbitrary, extra productivity adjustment on PG&E. 

Before we turn to PG&E~s objections to the proposed 
adjustment, it is useful to consider the history'which led to this 
recommendation. 

On Oecember lS, 19S6, four days before we issued 
0.86-12-095" PG&E announced plans to d.ec:rease its workforce by up 

to 2,5,00 employees (up to 8.3% of PG&E"s total workforce) by the 
end of 19'8,7, the test year on whic~ 0.86-12-095, was based. TURN 
and. the Commission's Public Staff Division (PSD, now named ORA) 
filed petitions for modification of 0.86·-12-095,. T'ORN and PSO both 
asked that the Commission require PG&E to file detailed analysis of 
the cutback plan, in order to allow the Commission to determine 
what adjustment, if any, should be %Mde in the rates authorized by 
0.86-12-095. Both PSO and TORN believed that the announced 
workforce reductions would result in a substantial reduction in the 
revenue requirement in the test period. 

In response, PG&E denied that the announced workforce 
reductions would result in a si~ificant decrease in the revenue 
requirement in the test year: 

"Stated simply, the benefits which will flow 
from the workforce reduction plan will 
primarily be realized in the years following 
1987 but the costs will be incurred now. This 
result reflects the fact that tho substantial 
start-up and one-time costs which will be 
incurred. in 1987 for the workforce reduction 
program will be absorbed. in 1987, while the 
efficienc¥ and productivity benefits which 
result will appear in later years ••• PG&E 
intends in subsequent years to reduce or fore90 
rate adjustments, includinq attrition 
adjustments, and to· otherwise reduce rates to 
the extent such actions are p08si:ble as a 
result of these workforce reductions ... · (PG&E 
Response, pp .. 5-6, January 13·, 1987, . 
A •. SS-12-05,O. ) 
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PG&E's response emphasized that the workforce reduction would occur 
gradually over the entire test year 1987 and that most of the 
benef.its would not be fully realized until 198B and 1989. 

In 0.87-04-074 we stated that it was tmportan~ to 
determine the impact of the cutbacks: 

"'Our goal is not necessarily to adjust test year 
1987 utility rates, but to evaluate the impact 
of the cutback on the 19B7 base in relationship 
to cost benef.it impacts in subsequent year~. 
Accord'inqly, we will ord.er PG&! to· file an 
adviso~ cost-benefit update on these 
issues •••• ~ (0.87-04-074, p. S.) 

As we indicated in 0.B7-04-074, we are keenly .interested 
in determ.in.ing the impact of the labor reduction on the 19S7 base, 
so that our estimate of expenses in future years fully reflects the 
effect of the cut~acks. While PG&E asserts, in its opening brief, 
that the 198,7 recorded expenses lllready incorporate s1qnificant 
benefits from cost control measures put into· effect during 1987, 
this assertion does not refute the fact that the recorded figures 
do not fully reflect the full benefit of,the reductions achieved by 
the end of 19'87. 

PG&E states that its estimates of 1990 expenses, both the 
base estimate and any adjustments to· the base, were made by 

dec.iding whether 1987 as a whole represented a "normative" level of 
expense and activity. (PG&E Brief, p. 72.) Althouqh PG&E has 

explained how it prepared the estimates, PC&E has not explained 
why, in light of the major workforce reduction, it did not rely 
instead on the end of year 1987 data.. Assume, for example, that '" 
department began the year with 100 employees; through a planned 
workforce reduction program of layoffs ",nd attrition the department 
ends the year with 90 employees. To aS8ume, based on the recorded 
year AverAge, tMt 95 employees would be needed the next year is 
not A reasonable deduction. We 4qree with ORA that e~? of year 
1987 dAta must be explicitly factored into the estimate of test 
yeAr expenses. 
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PG&E's second objection is that ORA did not consider the 
effect of workforce reductions on nonlabor expenees, ·oven thouqh 
there may very well ~ an increased use of outside services. M PG&E 
offers no authority for the proposition that the workfo:ce 
reduction might C4US" an increase in outside services. Nor does 
PG&E attempt to- quantify the effect o'f tM.s alleged increase on 
ORA's adjustment, although it had ample opportunity to do so on the 
recorci. Moreover, PG&E'8 inability t~ p:ovide a timely accountinq 
of the expenses incur:ed for outside 3ervices in the test year (see 
section XII.C .. 5·.c .. ) hOoS denied ORA the opportunity to contrast and 
compare labor expenses with outside service expenses. 

In the same vein, PG&E believes that ORA's analysis could 
have used headcount and labor costs in different. combinations which 
could have resulted in a lower adjustment.. PG&E cites transcript 
pOoge 1379. Here O~witness Fukutome exp14ins that he initially 
attempted an adjustment based on headcount alone, but PG&E's 
pro·ject manager indicated th4t he thought dollar amounts would be a 
more accurate wOol' of reflecting this acijustment. 

Finally, PG&E believes that the proposed 4djustment 
imposes 4n extra p:oductivity adjustment on PG&E.. PG&E is 
incorrect. As ORA states, the multi factor productivity model is 
not used to establish 4 :evenue requi:ement. Ir..stead, all that may 
be said of the multifactor productivity model is that the account
by-account estimate of productivity gains is Hcontained within a 
reasonable confidence interval of the p:oductivity model estim4te. M 

(PG&E opening ~rie£, p. 20.) Thus, as ORA witness Yazdani' 
testified, 

"The two approaches can. be usecl in a 
complimentary way to· validate the results of 
each other, but it is definitely wrong. to 
calculate a productivity fi9Ure using one 
approach and claim that the second approach 
already-incorporates that productivity gain. H' 

(Exh .. 106·, p. 10.) 
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We conclude that the results of the productivity =odel 
did not foreclose an otherwise reasonable adjustment to the PG&E 
accounts reflectin~ labor expens~s in the test year. Moreover, 
even if we assume arguendo that ORA's ~dju8tment were to impose an 
additional productivity adjustment, we would find 8uch an 
adjustment to be entirely reasonable. In 0.86-12-095, we reduced 
PG&E's operatinq ~udgets by 2%, or about $31 million. As we 
explained: 

"'Given that PG&E's operating expenses are over 
$,1.5 billion annually, this modest adjustment 
establishes a reasonable qoal that PG&E should 
be able to achieve ~y instituting new 
productivity and cost-cutting programs. We 
believe that such additional cost-cutting is 
imperative if PG&E is going t~ respond to the 
increasinq level of competition it faces in 
both the qas an~ electric ind~str~es.~ 
(0.86,-12-095, mJ.meo .. p. 3780.) 

Therefore, even if ORA's 19S7 labor adjustment could be 
characterized as a further procluctiv1ty acljtl!ltment, this adjustment 
is approximately half of the product~vity adjustment we adoptecl in 
the last qeneral rate case. We will 4clopt ORA's labor adjustment 
to normalize 1987 labor expenses .. 

d .. , Gain on Sale 
DRkproposes an adjustment of $3,644,000 for gains on 

sale of property. ORA believes that gains from the sale of 
nondepreciable property should be passed on to ratepayers. 

"'In the base year 1987., there were gains from 
the sale of utility property totallinq 
$2,186,434 that were booked in Account 421~1, 
Gain on Disposition of Property, a below-the
line account. The gains, therefore, were 
passed on to the stockholders. The property 
sold was included in PG&E's rate base from the 
time of its purchase, which ranged from 1902 to 
1971, until its sale. Since th1s, was the case~ 
the gains should have been recorded above the 
line in Account 411 .. 6, Gain on Sale of Utility 
Property. II· 

- 12g -



• 

• 

A.SS-12-005, 1.89-03-033 ALJ/GtW,BTC/jc 

PG&E did not offer testimony in rebuttal to ORA's 
proposed adjustment. PG&E's witness Forsgard'indieated that PG&E 
disagreed with ORA's recommendation, but she did not explai.n why ... 
However, PG&E stronqly objects to the proposed l;djustment in i.ts 
openinq and reply briefs. 

PG&E~s first objection is that the transfer of these 
co~t8 to Account 411.6, rather than 421.1, would ~overrule the FERC 
Uniform System of Accounts on this issue. w PG&E'8 argument 
misconstrues the function of the Uniform System of Accounts. The 
USOA is a bookkeeping system, not a ratemakinq policy. When we 
established this system of accounts we stated explicitly "that the 
Commission does not commit itBelf to Approve or accept any i.tem set 
out in any account for the purpose of fixinq rates· or determining 
other matters which m4y come before it..... (0 .. 42068, 48 
CPUC 25·3, 25-7. ) 

Regardless of where a gain on the sale of property may be 
record.eci,. our practice in Edison's· recent general rate proceeding, 
for property originating in Accounts 101 and 103· and transferred to 
Account 121 prior to· sale, was to allocate the gains between 
shareholders and ratepayers based upon the time the property was in 
rate base.. (0.87-12-000, rnimeo. p .. 10.) 

Second, PG&E seeks to· excuse its failure to- offer 
testimony rebutting ORA's proposal by reference to· A.87-07-04l, 
regarding the gain on sale of Southern California Gas Company's 
headquarters building: 

"In that proeeeding, PG&E :~as presented the 
company~s position in the testimony of 
Thomas C. Long. PG&E urges the Commission to 
consider the policies established in that more
detailed proceeding when evaluating the merits 
of the Staff proposal. Meanwhile, PG&E asks 
the Commission to recoqnize that the company is 
in full compliance wi~h the current FERc7cpuc 
rules regarding transfers to Accounts 411.6 and 
421 .. 1 .. "' (PG&E Opening Brief, p. 70 .. ) 
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A.8,7-07-041 is not a generic investigation. It is a 
proceeding focusing on a specific f.1.nancial transaction involving 
one utility. That utility is not PG&E. PG&E is of course welcome 
to offer evidence and argument on the question of SOuthern 
California Gas' sale' of its headquarters. However, PG&E's 
participation in that proceeding as an interested party will not 
resolve the question of the gain on 8ale of PG&E's property. 
Indeed~ were we to decide A.S7-07-041 in a manner adverse t~ PG&E'8 
position and concurrently apply that result to decide matters 
pending in this general rate case, we would expect PG&E to object 
that such action was beyond the scope of A.S7-07-041. 

PG&E'8 opening brief asked us to, consider the policies 
estal:>lished in A.87-07-041 when evaluating the merits of the ORA. 
proposal in this ease. PG&E's reply brief asks us to revise the 
policy on gain or loss on sale in the context of the more detailed 
record in A.87-07-041, rather than on the record in this ease where 
the only evidence is the testimony of ORA's auditor. PG&E seems to 
be making two different requests. 

On the one hand, PG&E seems to request that we defer a 
decision on the gain on sale of its property until we decide 
A.87-07-041. Of course, when our decis.ion .in A.87-07-041 is 
issueci, that deCision may serve a8 a prececient to quide our 
resolution of other similar factual d.isputes. But we have no 
assurance either that a decision in A.S·7-07-041 will issue prior to 
the decision in this ease, or even if it ciid" whether such decision 
will be applicable, much less controlling, to, the matters at i~sue 
here. Therefore, PG&E's request to defer the gain on sale issue in 
this proceedinq is deniec:l. 

On the other hand, PG&E seems to ask that we base our 
deCision upon the record in A.S7-07-041. In effect, PG&E is asking 
that we consolidate the record of A.S7-07-04,1 and A.,SS-12-00S, on 
this issue, so that we miqht consider the,test.imony which PG&E 
offereci in A.87-07-041.. Rule 55· permits proceeciings involvinq 
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related questions of law or fact to be consolidated. Had PG&E mAde 
a motion to consolidate in a timely and proper manner, we would 
have given the motion due consideration. But if a party seeks to 
consolidate two proceedings it must provide us and all other 
parties notice of its intent to· request such action at the earliest 
possible opportunity, certainly before the close of the respective 
records in each case. A reply brief is simply too- late for a party 
to make such a motion. 

Absent a timely and proper motion to consolidate the 
record of another proceeding, we must decide the issues before us 
in this proceeding in the context of the record before us. We have 
in evidence the testimony of ORA's auditors in support of a change 
in Commission policy. We have the applicant voluntarily' electinq 
not to offer rebuttal evidence. That is the basis on which we will 
decide this issue .. 

Third, PG&E disagrees with the position of ORA that the 
gains booked to Aceounts 102 and 253 in 1997 should hAve :been 
immediately transferred to Account 411.4: 

"'1'hese properties were transferred to PG&E 
Propert.i.es (then JWP Land Company), a wholly
owned subs.i.diary of PG&E.. Financial Accounting 
Standard 71 elearly states that ~an enterprise 
does not recognize profits on sales to 
unregulated affiliates because the profits are 
not validated by transactions w.i.th outside 
parties.... (FASB Statement of StAndArds, 
p. 1982, FAS71, paragraph 9S .. ) In other word.s, 
PG&E should not recognize any gain or loss from 
trAnsfer of property from PG&E to PG&E 
Properties until the property is sold to· An 
outside party. ORA's position violates 
accounting standArds and should be rejected .. ~ 
(PG&E Opening Brief, p. 71.) 

In response, ORA notes that PG&E has quoted the FASB 71 
out of context. FASS hAS not determined that uti11ties should not 
recognize profits on sales to unregulated affiliates·. InsteAd, 
FASB 71 merely reports that most respondents to- A previously issued 
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discussion memorandum indicated that they do not recognize profits 
on sales to unregulated affil.iates. 21 

Again, ORA has made a proposal for accounting treatment 
and offered test~ony in support of that proposal. PG&E has not 
offered evidence to rebut the proposal~ PG&E alleges in .its brief 
that the proposal violates accounting standards, but the sole 
authority offered to support this contention is not in the record 
and is quoted out of context. 

Finally, in its reply brief, PG&E also argues that there 
is no evidence in this proceeding to determine whether the 
properties sold in 1985-87, upon which ORA based its reduction, 
were ever in rate base. This argument is too little and too late. 
ORA's testimony states "the property sold was included. in PG&E's 
rate base from the time of its purchase, which ranged from 1902 to 
1971, until its sale .. fI' '1'his testimony was received in evidence .. 
PG&E had every opportunity to, cross-examine ORk on the basis of 
this statement. PG&E did not do so. PG&E had every opportunity to 
offer rebuttal evidence to show that any of these properties had 
not been in rate base, again it did not do so. PG&E could' even 
have arqued. about the validity of ORA's evidence in its opening 
brief, but d.id not do so.. Having fa.iled to avtl,il itself of various 
opportun.ities to' rebut or refute ORA's evidence, PG&E's argument 
carr.ies no weight with us when raised for the first time in .its 
reply brief. 

Beca~se PG&E failed to make a timely And appropr1ate 
showing 1n this proceedinq reqardinq .its proposed ~:eatment of this 
item, we will adopt ORA's proposal and allocate the gain to the 
ratepayers. Since PG&E has not included an estimate of 

21 FASS 7l is not in evidence. Where ORA cites from FASB, PG&E 
has arqued' that we must ignore references to a document not in 
evidence. 
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Account 411.6 in its test year operating revenues, it was 
appropriate for ORA to derive an estimate. We will adopt ORA's 
estimate of $3,644,000. The decision in this ease is not intended. 
to establish a precedent for our decision in A.S·7-07-041 on 
treatment of the ga~n from the sale of the SOCal Gas headquarters 
building. That ease will be d.ecided based on the record in that 
proceeding. 
D. G§sJ)epartme!lt Expenses 

Table 2 presents a comparison of PG&E's and ORA's 
estimate of gas department results of operation for the test year, 
as well as the revenue and expense estimAtes which we adopt in this 
decision. 

1. Production Expenses 
Gas production expenses are all expenses, excluding fuel, 

associated with the operation and maintenance of PG&E's gas 
production facilities. To forecast base expenses in the test year, 
PG&E relied upon 198·7 recorded expenses. DRA agrees with PG&E's 
base estimates.. ORA and PG&E differ in only two respects. One 
difference involves the transfer of hazardous. waste expenses. (See 
Section III.E, infra.) The other difference concerns Account 742, 
Maintenance of Production Equipment. 

For Account 742, ORA recommends $1,011~OOO for the 
internal corrosion project, $·239,000 less than PG&E.. The purpose 
of the program is to provide information regarding the integrity of 
the gas collection system and to identify additional corrosion 
mitigation measures. ORAl's detailed review of the program 
identified significant schedule delays. PG&E maintains that these 
schedule delays resulteci from the late start of the project in 1988 
and do not represent a future trend. However~ PG&E acknowledges 
that the number of pumps, probes, and dehydrators· to be inst6l1ed 
cannot 1:>e determined until further evaluation is made.. PG&E'g. 
wi tness, Lipscomb·, did not have personal knowledge of the status of 
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TABt.E - '1, • PACIFIC CAS ANI) ELEcnJC COMPANY 
GIlS Department 

SlJMMAR.Y OF EARNINGS AT PRESENT R.A'I'E 
REVENUES, AN]) EXPENSES 

(T'hou5ands Of 1990 DollArs t.1nle:os Otberwi&e Indicllted) 

Description PO&E DR.A ADOPTED 
.. ---_--..---------- ----- :g •• 

O~fl1tiDK Revenues $1,040.929 $1.040,929 $1:.040.929 

OPCfl1tiDg Expenses 
-----... ----------
PfoducrioD 14,846 11.994 12.130 
Tfl1DSl11ission 32,139 31.SOS 31.989 
Distribution '12.602 109.435 109.575 
Cuslomef Accounl.f 73.327 72,261 73.327 
Uncollcctibles 1.943 1.943, 1,943 
Customef ~fVjce &:'Informl1tioDI1/ 34.860 32.199 35.589 
AdmirJistrlJtive 4: OCDeflJJ 170.364 142.130 155.528-
Frl1nchise Requirements 7,304 7.304 7,302' 
Othcr Adjustments .0 <19,490) (6.520) 

• SubltJlJIJ (JPS7 Dol/l1rs) $447,385, $389.644 $420.863 

Lilbof EsclJllltion Amount 25.850 21",6,19 24.285 
Non-Lllbor EsclIll1tion Amount 21..024 19.415 20,020 

---------- -------~ 
SubtotJ1/ (1990 Dolll1fS) $494,259 $430,678 $465,168 

N:ItUfl1l CI1S Used' by the CDS DepDftJDent <141.) {141, (14" 
Project Amoftiution· 6.837 6,837 6.802 

Dcpfecil1tion 188;857 183,831 187,996 

TI1Xcs Othef Tblm On Income 43,766 40,546 42,581 
Supcrfund'wx 473 473 360 
CA CotpOrl1tioD FrllDcbise T3X 24,451 31'.867 28,132 
Federl1/ Income Tllx 86.687 "0.366 98.854 

TOIJJJ O~'l1tingExpcnsc,t; $845,189' S804.457 $829.752 

Net Opcrllling mcomt:l $195,740 S236,472 S21'.176· 
RDlc /Jl1se $2,167,780 $2.092.246 $2.137,560 
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the testing program. If PG&E had such information, it did not 
provide it to this reeor4. 

ORA's disallowance is also based on the differ.ence in 
cost in corro8.ion inhibitors. PG&E's estimate is based on the cost 
of an inhibitor it expects to be available in 1990. ORA recommends 
a lower cost based on the fact that the new inhibitor i8 not yet 
available and PG&E has not determined which inhibitor or inhibitors 
will be used in the test year. 

We agree with ORA that PG&E has not adequately supported 
its request for for full fun~'in9' of the internal eorrosion project. 
We will adopt ORA's adjustment of $239,000. 22 

2. 8.2Xage 'mente 
Exc~pt for a hazardous waste adjustment (see 

Section III .. E, infra), PG&E and ORA agree on the base est1mate of 
storage expenses in the test year. 

In Account 831, structures and improvements, PG&E 
requests $2,000,000 per year for the McDonald Island Levee Repair. 
The actual costs of the repair are not known ~t this. time.. PG&E 
believes that the annual eost Xll4y range from $677,000 in the best 
case to $2,709,000 in the wor3t case,. with $2,000,000 to be the 
most likely Case. ORA agrees with PG&E's estimate. FEA recommends 
$1,693,000, whieh is an average of the Dest and worst cases. This 
would be an appropriate methodoloqy if we assign equal probability 
to the best and worst cases. However, both ORA and PG&E believe 
that the outeomes are· not equally likely. Recognizing that the 
actual costs may fall anywhere within these, two estimates, we 
believe that PG&E's estimate, to- which ORA concurS', is reasonable. 

22 FEA proposed an alternative method for calculating a 
d.isallowance for Account 742. We agree w1th PG&E that FEA's 
calculat10n 18 1n error and we d.o not adopt it. 
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3. TplnsWsion Expense 
PG&E and D~ differ in two areasp 
First, in Account 851, PG&E requests $655,,000 for 

add1t10nal gas control manpower. DRA recommends $429,000. Wh1le 
ORA agrees that additl.onal posit.ions may be needed" DRA believes 
that the need for additional positions is not as great as i~dicated 
by PG&E. In response, PG&E asserts that DRA has not taken into 
account the specific regulatory requirements in effect in 1990. 
However, PG&E has not identified these specifie regulatory 
requ.irements, nor quantified the increased effect of these 
requirements in the test year. In the absence of more apec1fic 
just1fieation by PG&E, we will authorize an increase of $550,000 
for additional gas control manpower. 

In Account 957, PG&E requests $71,.000 for expenses 
assoc1ated with measurl.ng and requlat.ing additional gas meter 
stat1ons. ORA recommends $43,OOOp In Aecount 8G5, PG&E requests 
$18,000 for ~intenanee of these additional stations. ~ we 
explain above, we adopt ORA's estiW'lte of gas meter stat.i.ons to be 
ins'talled.. We ad:op't ORA's estimate for Accounts 8$7 4nd 86S. 

4. DisUJ,l?u:tiOll..BXJ?enS2 
PG&E and ORA differ in their estimates of gas 

distribution expenses 1n three areas: (1) Hazardous waste (see 
Sect10n III.E), !2) Pipeline replacement proqram (PRP) and (~) 

Overall services, fleet maintenance. 
Bo~h ORA and PG&E calculate the MbO component of total 

1990 PRP expenditures using a ratio. ORA used. the ratio of 
recorded. 1987 M&O expenses to the recorded total 1987 expenditures. 
PG&E used the ratio of M&O expenses from 1987 job estimates to the 
recorded total 1987 expenditures. PG&E's "job estim.a~e'" ratio 
assumes a higher percentage of MbO expenses for cast iron and steel 
pipeline replacement than was actually recorded in 19a7~ resultinq 
:i.n 0 higher estimate of increased' MbO expenses .. 
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Accordinq to PG&E, PG&E has requested additional O&M 
expenses of $4,5,71,000 for PRP work; the DRA recommends $1,987,000 
leavinq $2,584,000 at issue. PG&E states that the $2,584,000 i6 
needed to maintain the current schedule of the Pipeline Replacement 
Proqram. 

"The reason for PG&E's .increase in M&O Expense 
is a shift in work for the program, with 
additional emphasis on replacinq deteriorated 
distribution main in San Francisco. (PG&E, 
Exhibit 7, pp. 8-12, 8-13., 

"This increase corresponds w.ith the overall 
s·hift in the program. 'rhe C.f.ty of San 
Francisco contains a large percentage of cast
iron d.istribution piping scheduled for 
replacement. The population density in San 
Francisco is the hiqhest in the PG&E system; 
homes and businesses are often built with 
little or no open space between them. Meter 
relocations in San Franc.isco, often require a 
substantial effort to meet current codes and 
standards.'· (PG&E, Exhibit 7, pp. 8-13; 
Lipscoml:>, Tr. 165,.) 

PG&E argues that ORA has ignored all of the analysis 
associAted with the shift in the PRP, particularly the shift of 
work to San Francisco. PG&E notes that its, estimate of capital 
expenditures was reduced to account for this shift in the proqram. 

ORA denies PG&E's charqe that it ignored the shift in 
work to San Francisco. While San Francisco work will increase, ORA 
points to a net decrease in the PG&E systemwide miles of main and 
service replacement from 1987 to 1990. 

Although PG&E insists that ORA's estimate expense level 
will not be adequate to fund the pipeline replacement proqram PG&E 
plans in 1990, PG&E has not clearly articulated why its est1mate of 
these expenses based on A "job estimate" ratio, is A more accurate 
predictor tha.n a ratio based on recorded expenses. In particular, 
PG&E has· failed to explain how it$ estimate, account& for both the 
increase in San Francisco work and the systemwide decrease in miles 
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'. 

of main and service replacements. PG&E has not met i~8 burden of 
demonstrating the need for its requested increase in M&O expenses. 
We will adopt an increase in the PRP program, but only up to the 
level recommended by ORA. 

ORA also proposes removal of $72,000 for ~cosmetic 
repairs n· to vehicles. ORA believes that this work is. of no benef.it 
to ratepayers. PG&E argues that this work is part of n0rm41 
maintenance, and refers to its workpapers which are not in 
evidence'. While we would have preferred PG&E to offer evidence on 
this question, we see obvious benefit to maintaining the vehicles 
in good repair. As long as cosmet1c repairs are ciistinguished from 
the corporate identity program, the expense is reasonable. 

5-. CUstomer. Accounts 
We adopt PG&E's uncontested estimate of $73,327,000 for 

Gas Cu~tomer Account expense .. 
6-.' ~ni.8.trative· ansi GcnQrpl 

All issues in the gas department Administrative and 
General accounts which are common to the electric and gas 
departments have been discussed earlier in this deciSion, under the 
electric department. The only issue unique to the 9a8 department 
involves account 930.2, Miscollaneous General E~nses. 

DRA and PG&E disagree concerning the portion of American 
Gas Association (AGA) dues to be excluded. 

PG&E adjusted the 198-8 AGA dues of $718,908 to remove 
40 .5% or $ 2 91, l5·8 for advertis ing expenses.. The balance wa~ 
reduced by O. 6 % or 52,5·67 for lobbying expenses •. 

In 0.85-12-108, an SOG&E general rate ease,. we allowed 
99% of the nonadvertisinq portion of AGA dues. In 0.86-l2-095, 
PG&E's last general rate case~ we followed the SOG&E decision and 
allowecl 99% of the nonaclvertising portion of AGA dues. PG&E urges 
us to follow these previous decisions and disallow 0.6% of AGA dues 
as associated with lobbying. 
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ORA proposes to exclude $52,000 more than PG&E. D~ 

eXAmined the "Audit Report on the Expenditures of the American G4s 
Assoc1ation (fo~ the 12 month period ending December 31, 19$7)" by 

NARUC, and determined a 43.4% disallowance for advertising and a 
9.5% disallowance for lobbying expenses, representing a further 
disallowance of $52,000 for AGA dues. 

In rebuttal, PG&E states that the NAROC audit of AGA does 
not provide the same level of detail or the 84me cateqories as the 
EEl audit. Until the AGA audit is perfoxmed at the same level of 
detail as the EEl, PG&E believes that the Commission should 
maintain the disallowance of lobbying expenses at the level of 

0.6%. 
As with the NARUC audit of EEl, all parties refer to the 

AGA audit but no party offered it into evidence. Therefore, to 
ensure a complete record we will move the audit report into 
evidence, on the Commission's own motion. 'rhe ~Audit Report on the 
Expenditures of the American Gas Association (for the 12 month 
period endinq December 31, 1987)" is received into evidence as 
Exhibit 401. 

Our eXamination of this report reveals that 8u~stantially 
more than 0.6% of the expenditures of AGA are related to lobbyinq. 
We also have concerns with the charitable and political 
contributions made by AGA. Our examination of the AGA audit 
satisfies us that ORA's disallowance reasonably approximates the 
portion of the AGA dues attributable to lobbyin91 contributions, 
and advertisinq. We will adopt ORA's disallowance. 

1.. Ga8 Plant 
PG&E"s estimate of test year weighted average 945 plant 

is $25,377,000 higher than ORA"s estimate. 
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Gas Meter Stot!ons 
PG&E proposes to install additional major gas metering 

stations to more efficiently trock gas on the PG&E system. PG&E's 
q041 is to capture 80% of the gas in its distribution system. PG&E 
estimates that this may require up to 50add'itioMl meters. 

In its original application, PG&! proposed to install 
12 meters per year between 1989 ana 1992. However, in 
Fe~ruary 1989 PG&E revised the schedule as follows: 

1989 - 0 
1990 - 20 
1991 - 15 
1992 - 15 

PG&E estimates $7,50$,000 ($3,858,000 test year we.ighteci) 
to place 20 meters in operat.ion in 1990. DRA recommends $4,695-,000 
($2,485,000 test year weiqhted) for installing 12 meters in 1990. 
DRA notes that PG&E allocated funds to desiqn only 12 meters in 
1989. DRA ~elieves that PG&E's plan to .install 20 meters in 1990 
may be overly aml:>1tious.. PG&E, on the other hand, be11eves its 
revised plan to in~tall 20 meters in 1990 is sound and urges us to 
adopt the schedule recommencied ~y the experts closest to the 
project .. 

Despite the proximity of PG&E's experts to the project, 
they have not sat.isfactorily reconc1led PG&E's dec1s1on to defer 
installations in 1989 with its dec1sion to accelerate the schedule 
in 1990.. We agree w1th DRA that the schedule orig1nally proposed 
by PG&E to install 12 meters in the first year of the program is a 
reasonable basis for fundinq this project in the test year. We 
also agree with DRA that it would ~ poor planning and unfair to, 
the ratepayers to author1ze fund1ng for more metors than may be' 

needed or for more meters than can be installed in the test year. 
We will adopt DRA's estimate ~ 
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Residerutial Automated X§.ter Re4d1nq 
PG&E requests 57,297,000 ($3,617,00.0 test year weighted 

average) for residential automa~ed meter reading. ORA opposes 
funds in the test year for this project. 

PG&E is investigating five types of metering 
technologies. PG&E plans to test two of these technologies in 
1989. These are the two technologies which PG&E's projoct maMger 
believes to be most promising. If one of these two metere proves 
acceptable, PG&E plans to install 5,000 of these meters, beginning 
in 1990. The 5,000 meters will be installed in a pattern that 
would replace the work of a meter reader to allow PG&E to evaluate 
the operational feasibility and cost-effectiveness of th~ meters. 
If neither of the first two meters proves successful, PG&E will 
test the other three meters in 1990 and defer the capital 
expenditures for this program unt.i.l 1991. 

ORA recommends that PG&E complete teehnological 
feasibility tests of all five meter types before .i.nstalling 5,000 
meters for operational tests. PG&E has not explained why it is 
reasonable to proceed with the opera~ional phase of this program 
before it completes its technological assessment of the five meter 
types. In the absence of sueh explanation, we adopt ORA's 
recommendation to exclude funds for this project from capital 
expenditures until the first phase of the RD&O program has been 
completed for all five meter types. 

!Ulpit4s .!terminal and Pipe1ineJ!elocatism 
PG&E has included $22,.25·7,000 ($&,492',000 test year 

weighted average) for modernization of the Milpitas G4,S 'l'erminal 
and. $3,266,000 ($139,000 test year weiqhted aver4ge) to relocate 
pipelines in the vicinity of the Milpitas Terminal. Both projects 
were authorized in the 1987 test year, but delo.yed. to the 1990 test ./ 
year due to Californio. Tro.nsp0%'to.tion's, (Co.ltrans) failure to adopt .",. 
0. design for the highway o.cljacent to· the terminal. 
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DRA recommends no funding for these projects until the 
1993 test year. S'ince PG&E MS alro4dy 4ccX'Ued a rate of :eturn 
4nd depreciation expense on facilities that were not actually 
constructed~ ORA reasons that exclusion of the capital funds 
between 1990 and 1992 will offset the funds previously Accrued.. In 
response~ PG&E notes that test year ratemaking necess4rily requires 
an estimate of new plant ""'ill :be added.. Sometimes projects 
reasonably forecasted to occur will De delayed~ Similarly, PG&E 
must also necess4rily incur capital costs for projects which were 
not forecasted.. We agree with PG&E th4t both of these situ4tions 
are a normal condition of ratemakinq b4sed on estimdte3 of test 
year expenses. Absent evidence of fraud or negligence on the pa~ 
of the applicant (and none is alleged here), it would be unfair to 
single out projects which were delayed in the test year without 
cred.iting PG&E for projects which lMY have been added or 
accelerated. in the test ye4r~ 

DRA also opposes funding the Milpitas projects :bec4use of 
uncert~inty regarding potential reimbursement to PG&E from 
Caltrans. Since Caltr4ns and h4S accepted responsibility for delay 
of the projects, Caltrans has agreed to reimburse PG&E in the form 
of a contribution in 4id of construction. Cdltrans MoS not ye~:. 
estimated the amount of reimbursement.. PG&E estimates, a 
reimbursement of $1,.$00,000 in 1990 ana has deducted this 4%!1O'l.1nt 
from the costs of the Milpitas projects. We Agree with PG&E that 
uncertainty over the maqnitude of the rei~ursement should not 
preclude PG&E from any recovery for ~ beneficial project which is 
reasonably forecasted to occur in the test year. Accordinqly, we 
will adopt PG&E's e8timates for the two Milpitas projects. 

Hew Pro:tee;tion ~, 
~he purpose of the meter protection proqr4m' is to ~ring 

all gas meters up to current safety' codes. PG&E requests 
$4,95,8,000 ($2,.49'7,000 test year weiqhtea average). DRA. opposes /' 
the request. 
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ORA states, w~thout citation to th~ record. or other 
authority, that it understands that the capital funds for the Meter 
Protection Program are in the Gas P-ipelino Replacement Proqram. We 

are at a loss to understand how ORA arrived at thie understanding. 
We understand that the Meter Protection Program will foeus on areas 
not covered by the Gas Pipeline Replacement Proqr~, using 
priorities agreed upon by PG&E and the Commission's Safety 
Division. 

ORA also opposes funding of the program because ORA has 
not been provided adequate justification for this request. In 
response, PG&E indicates that this i$ a new program, initiated in 
conjunction with the Commission's Safety Oivision. PG&E asks the 
Commission to recognize the difficulty in developing detailed 
estimates for a new program with no historical data .. 

Whi~e PG&E has provided few details regarding 
impl~mentation of the program, the a~sence of supporting detail is . 
unclorstandable in this instance. The program is new and specific 
priorities and details will be worked out in conjunction with the 
Commission's Safety Division. We will approve $4,958.,000 for the 
first year of this proqram. We will not adopt ORA's request that 
PG&E be ordered to mOclify or relocate a specific number of m~rs 
each year, ~ut we will adopt ORA's suqqestion that PG&E file an 
annual report on the Meter Protection Proqram with the Commission's 
Safety Oivision. T.his report shall ~e in the same for.mat and filed 
at the same time as the annual report on the pipeline replacement 
program which PG&E su~mits pursuant to 0.86-12-09$.. The first 
annual report on the meter replacement program shall be filed 
M4y 1, 1991. This report will allow the Commission to· monitor the 
progress and costs of these related proqrams. 

Rio vi.sta Pr2j.eets 
Three pro-jeets (lUo Vista Corrosion Inhibitor PUmps, Rio· 

Vista Collection SY8tem P'ipinq, anet Gas Well Dehydrators) are part 
of a program wM.ch PG&E initiated in 19'88, to- reduce the level of 
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internal corros1on in its gas collection system. In 
Section III.C.l of this decision we adopt ORA's estimate for M&O 
expenses of the internal corros1on project~ Because the M&O costs 
of the program are linked to· the plant costs, we also adopt ORA's 
estimates of the plant costs. We recognize that PG&E takes this 
project very seriously And thAt the project monager offere 
assurance that the schedule will be met~ Despite PG&E's best 
intentions, PG&E's inability to· adhere to the hydro testing 
schedule .in 19'88 does not augur well for 1990. We will therefore 
adopt ORA's recommendation to estimate the costs of this project 
slightly below the level of maximum improvement requested by PG&E~ 

12§8 P13nt In-Service 
In PG&E"s rate application, filed in December 1988, PG&E 

provided recorded 1987 plant-in-8erlice and an estimate of 1988 
addi tions • As in past general rate· cases, PG&E provided recorded 
1988 plant-in-service, as Boon as the data was available. Five 
projects which were recorded in 1988 were not included in the 
estimate of 1988 expenses included in PG&E's application. ORA 
alleges that these projects were operative in 1987 but not placed 

. into the accounting reco:r:ds until 1988. 23 ORA alleges that PG&E 
was not diligent in keeping its books up to dAte and that these 
projects should not be allowed in the test year rate base estimate. 

In response, PG&E states that the estimates contained in 
the NOI ll.nd Application are forecasts which do not "perfectly 
capture the operational data of every capital project in a company 
of PG&E's size. PG&E further Argues that ~he rate CAse plan does 
not permit major changes between the filinq of the Not1ce and the 
Application. PG&E :beli.eves that ORA's argument that these five 

23 ORA~s assertion that the projects were operative in 1987 is 
not supported by citation to the reeord. However, PG&E did not 
dispute thi.s contention • 
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projects should have been identifieQ earlier than March 1989 ·would 
seem to require PG&E'S forecasters to have crystal balls or second 
sight. " (PG&E Reply arief, p. 86·.) 

While PG&E takes exception to ORA's assertion that PG&E 
should be more diligent in preparing its estimate of 1988 plant 
additions, PG&E does not address the specific projects ORA. proposes 
to exclude. The standard rule is that the capital cost of new 
plant should be recorded when it becomes operational. Xf a plant 
is placed in serviee in 1987, especially if it is a major plant 
addition, PG&E is expected to· incluQe that plant in its estimate of 
198B additions. In this instance, PG&E Qoes not explain why five 
projects which were operational in 19B7 could not be included in an 
estimate of 1988 plant prepared in the spring of 1988. Nor does 
PG&E explain why these additions could not be included in the 
update to the NOI, which was filed with the application in 
December 1988. In this update, PG&E revised gas rate base to 
reflect additional rate base and other plant. PG&E does not 
explain why these five projects could not have been operational at 
that time. 

In past eases we have used recorded plant-in-service ,data 
two years prior to the test year as the basis for estimating test 
year expenses. The use of this recorded data may differ from the 
estimate of plant additions contained in the application. This is 
acceptable, so long as the applicant has been reasonably diligent 
in providing an accurate estimate of plant additiOns. In this 
instance, PG&E failed to include in its esti.-nate over $9,000,000 in 
projects placed in-service 12 months or more before the application 
was filed .. 

We find that PG&E had more than sufficient time to 
include plant placed in-service in 19B,7 in its 19B8 estimate of 
plant additions. Under these Circumstances, we will not include 
these projects in the test year estimate. We will adopt DRA's 
reeommendation for 1988 plant in service of $221,099 ,OOO.~ 
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~onedP1Mt 

PG&E requests authorization to amortize miscellAneous 
abandoned projects under SlOO,OOO each. The total direct cost is 
$140,000. 

PG&E asserts .in Exhib.it 7: ItThese additional projects 
meet the Commission's criteria for recovery." The miscellaneous 
projects are not listed or otherwise 1dentified in PG&E'8 
test.imony. PG&E does not explain how these projects meet the 
Commission's criteria. 

As we discuss in Section III.C.6.a~ of thi~ decision, 
PG&E has requested amortl.zation of the di:rect costs of certain 
electric plants which do not meet the Commission's criterLa. 
Therefore, we are reluctant to· authorize the amortization of any 
gas plant, however small, .in the a):)senc:e of an affirmative showing 
which clearly demonstrates that these projects actually meet our 
stated criteria. PG&E's request to amortize $·140,000 in aband.oned 
gas plant iB denied. 

8:. Otber Issues 
All issues relatinq to admin.istrative and. qene:ral 

expenses, taxes, depreciation, work.ing cash, and ORA'S add.itional 
proposed. adjustments are common to- both the electr.ic and. gas. 
departments. These issues have been discussed in Section III.C. of 
this dee.iGion. 
E. Haza:r:dous Was;te 

In PG&E's last general rate ease, we carefully reviewed 
PG&E'S manufactured gas plant program. The purpose of the program 
is to l.dentify former gas plant Sites, to investigate the sites for 
potentl.al1y hazardous materials and to clean up or mitigate tho 
hazardous materials, to the extent they may exist. 

In that case PG&E propo5ed. ~ budget of $20,097,000 to 
investigate six sites per year ana to· cleanup four sites per year. 
PG&E estimated the costs of s.ite investigation to range from 
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$40,000 to $400,000, with 90% of the site investigations to average 
$335·,000. 

ORA recommended funding in rate base only for 
investigations. ORA recommended that the costs of cleanup be 
placed in a special deferred account for later recovery. ORA 
estimated investigations to, cost between $25·,000 to $250,000. ORA 
recommended an o.verago of $100,000 per site, for seven site 
investigations per year. 

As we stated in 0.86-12-095" "we are convinced that 
hazardous waste manaqement is an increasingly tmportant pUblic 
health matter." In 0.86-12-095" we determined that the appropriate 
ratemaking treatment for manufactured gas plant cleanup is. t~ place 
the cost of site investigations in rate base, while allowing 
recovery of site cleanup costs throuqh a special ratemaking 
procedure. 

We authorized 52,000,000 per year for inves'tigations and 
program development, including ongoing investigations of 
manufactured gas plant sites at a rate of at least ten sites per 
year. The rate of investigo.tions which we set for PC&E, at least 
ten sites per year, was higher than PG&E estimated, but necessary, 
in our view, given the increasing importance of this vital pu~lic 
health matter. The amount we authorized per site investigation was 
lower than PG&E'$ average estimate but entirely adequate, in our 
view, ,,·to fully support a financially sound anQ viable cleanup 
effort ... · (0.86-12-095· mirneo. p. 65c.) 

PG&E's progress in conducting site investigations o~'er 
the past three years has been very disappointing. According to 
PG&E's testimony, it has only eight sites 'under active 
investigation, will initiate investiqations at three sites in 1989 
and anticipates investigations at three new sites per year 
thereafter. 

Although we authorized $2,.000,000 per year for site t 
investigations, PG&E spent an average of only $1,250,000 on site 1 
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.inves't.igat.ions .in 1987 and 19886 Insteacl, PG&E ehArqecl a port.ion 
of the m.it.igation costs at one site t~ the program,. even though we 
had not authorized use of the $2,OOO,~OO for that purpose. 

PG&E offers several explanations for its failure to 
adhere to the schedule we set in D.86-l2-095.. First, PG&E argues 
that .it did not proceed at the ra'te of ten sites per year because 
it believed the deCiSion contained conflicting goals. The 
"conflicting goals" were the requirement of at least ten sites per 
year and the allocation of $2,000,000 per year. According t~ 
PG&E's witness, PG&E did not consider the funding to be adequate, 
"That, to me, was the conflicting goaL.... (,rr. l4 :l409.) 

'I'h.is is not an acceptable excuse. If PG&E believes that 
funding to meet a specific goal is inadequate, PG&E's proper 
recourse is to petition for modification and offer add:it.ional 
evidence in support of its proposed funding level. PG&S did not do 
so· here. Instead,. PG&E simply ignored the goal. Moreover, even if 
PG&E believed the funding to be too low to .invest.igate ten sites 
per year, it was clearly sufficient t~ fund more sites than PG&E 
actually investigated. PG&E did not spend all of the money we 
authorized for investigation in either 1987 or 1988. 

PG&E's second explanation for failing to investigate at 
least ten sites per year, is that neither PG&E nor federal and 
state aqenc.ies had the staff resources to manage a program of tMt 
maqnitude. Of course, if PG&E believed 'this to be true, there were 
appropr.iate s'tep~ that could be 'taken to· adjust the qoal, once PG&E 
had informed us of a leqitimate resource need or lim.itation. 

PG&E's third explanat.ion is made in its openinq brief. 
PG&E sta'tes tha~ lack1nq signif.icant near term public health risk, 
it is not prudent to accelerate the current pace of the 
manufactured qas plant program. PG&E offers no citation to the 
record for 'the proposition that there is no near-term public hoalth 
risk at the sites which have not yet been investig4ted. The very 
purpose of the .invest.iqations is to· de~erm1ne the eX't.ent ~f 'the 
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risk. Moreover, even if there were no near-term risk, PG&E must be 
equally concerned about the cumulative, long-term public health 
effects from potentially contaminated sitee. 

Having failed to meet the qoals we esta))lishec1 for 81te 
investigations and failed to spend the funds we previously 
authorized, PC&E now requests that we authorize an add'itioMl 
$2,477,000 per year to, fund investiqation of the same sites in the 
coming three years. As ORA correctly notes, ratepayers have 
already funded the investigation of 30 sites in the last rate case 
cycle. PG&E has not yet used all of the money previously provided 
for this purpose. 

In response to ORA, PC&E asserts that it is clear,that 
the Commission's cost estimates were low and that PC&E should not 
bear the burden of this underestimate. We are not persuaded that 
our previous estimate is low. The estimate is for an average of 
30 sites. While the higher priority sites are expected to eost 
more, the lower priority, slMller,. les8 complex sites will cost 
less. On ~alance, our estimate of $200,000 per site investigation 
appears reasonable, as long as PC&S does 'not eharqe the costs of 
remediation or other noninvestiqation expenses to this program. 

PG&E's request for additional funding for site 
investiqations is denied without prejudice. We expect PG&E to 
complete its investigation of the sites it now owns, approximately 
31, with the resources we previously provided, and we expect PG&E 
to do so before it files its next qeneral rate application. PG&E 
shall be excused from undertaking- or completinq .an invetStiqation at 
a particular site only if it can document that the delay is cau,sed 
by factors outsS,de of its control, or if the responsible 
oversig-ht ag-ency concurs in the decision not to further investi9'Ate 
a particular site. 

If PG&E has fully and prudently expended for site 
investigations the $6,000,000 we previous.lY.lluthorized. and. has not 
completed its investigation of all of the sites it owns, PG&E may 
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apply by advice letter for additional funds to invest1gate any 
remaining sites. 

In 0.86-12-095 we required PG&E to file an annual report 
of its hazardous waste program and related expend1tures, and we 
provided that the reporting requirement will ter.minate in 1989 
unless expressly extended in the next general rate ease. At ORA's 
request, we will extend this requ1rement for another three years. 

Underground Tanks 

PG&E requests $682,000 for cleanups at lealdnq 
underqround storage tanks. We authorized underground tank cleanup 
costs in base rates in the 1987 qeneral rate case. PG&E's request 
is based on statistics of the costs of 37 tank cleanups in 1987, 
and on a tank forecast failure model. 

ORA believes that un.derground tank cleanup costs are 
difficult to estimate in size, number, and costs. ORA believes 
that th~ cost of underqround tank cleanups should be recovered 
through the same memorandum account procedure which we have adopted 
for other remediation costs. Yet, in 0.8.8-09-020, where we 
recently reviewed the various categories within PG&E's hazardous 
waste proqram, ORA aqreed with PG&E that base rate recovery should 
continue for those categories of expenses,. includinq underground 
tank cleanup, as authorized in 0.86-12-095. We then held: 

"'We aqree and will expect PG&E to' request 
recovery of those items throuqh base rates in 
i'ts nex't GRC.... (0.88-09-020, mimeo. p. 40.) 

Havinq found in both 0.86-12-095- and 0.88-09-020 that it 
is appropriate for PG&E to recover underqroundtank cleanup 
expenses in base rates, we see no· need to revisit the issue again 
in this proceeding. We adopt PG&E"s estimate of $682,000 for the 
tes't year. 
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~ee Il!I?OUPclmetrtO 

PG&E estimates $~,41S,000 in capital costs for the 
surface impoundment program in 1990. ORA estimdtes 53,035,000 
Decause ORA anticipates that PG&E will obtain a variance from the 
Regional Water Quality Control Board that ~ll allow the company to 
save $2,380,000 in the test year. 

Both ORA and PG&E believe that the variance is likely to 
be granted. Who· then should be at risk for the possibility that 
the variance will not be obtained? ORA believes that shareholders 
should underwrite the risk that the variance will not be granted. 
PG&E Delieves that ORA's proposal could unfairly penalize PG&E for 
trying a more cost effective approach. We agree with PG&S. We 
will authorize $S·,415·, 000. If the variance is obtained,. PG&E shall 
consult with ORA to identify other appropriate environmental
related uses for the amounts saved from issuance of the variance. 

Enyironmental C2J!pl;illn~e Prqjects 
As described above, in 0.86-12-095 we established a new 

mechanism for recovery of certain hazardou~ waste costs. Pursuant 
to this procedure, PG&E filed A.87-10-0l9 requesting approval to 
accrue the costs of 22 projects in a memorandum account. In 
0.66-03-017 we authorized interim memorandum account treatment for 
the projects listed in A. 97-10-019. Thereafter," in D.88-09-020 we 
authorized PG&E to book into a memorandum account expenses incurred 
after March 9, 1988, the effective date- of interim D~88-03-017, in 
relation to particular projects~ We also concluded that PG&E 
should not book into the memorandum aceount any expenses incurred 
prior to March 9, 1988~ 

PG&E applied for rehearing of that portion of D~88-09-02a 
which limited recovery to those costs ineurred after ~rch 9, 1985. 
By 0 .. 88-12-049, we modified 0.88-09-020, to provide that while PG&E 
chose to expend funds for capital projects outside of the 
established procedure and cannot recover these costs through the 
memorandum account, PG&E is not absolut&ly precluded from 
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recoverinq all such capital costs, to the extent they are found 
reasonable during PG&E's next qeneral rate case. 

ORA objects to the recovery of these costs by PG&E at 
this time. ORA contends that the request~ submitted May 2, 1989, 
was provided too late in the proceed-inq to· permit DRA and other 
parties to review the request.. ORA sU9Qests, in its opening brief, 
that there is another proceeding', A.89-05-001~ which is 
specifically dealing with the reasonableness of these projects. 
ORA believes that these costs should De reviewed in A.89-0S-001, if 
at all .. 

Thereo.fter, on Octo:ber S·, 1969, at the prehearing 
conference in A .. 89-0S-001, PG&E moved thdt the pre-March 9 costs 
for these two environmental compliance projects De considered in 
that proceedinq. PG&E's motion was granted by ALJ Garde. 

On October 25, 1989, ORA filed in this proceeding a 
petition to set aside submission o.nd reopen the qeneral rate case 
on the issue of an adjustment to FERC Account 925· related to these 
particular environmental compliance pro·jects.. According to ORA's 
petition, PG&E has recently completed the installation of measures 
to mitiqate fallout-type particulate (F'l'P') air pollution. ORA 
requests an opportunity in the general rate case to- propose a 
reduction in Account 925· to reflect the benefit of lower claims 
payments that will result from the completion of PG&E's FTP 
mitigation projects. 

PG&E response to ORA's petition, dated December 7, 1989, 
opposes ORA's petition. First, PG&E believes that ORA hdd every 
reasonable opportunity to pursue this issue during th~ hearing 
process. PG&E asks that ORA's petition be denied, or in the 
alternative, that the issue of Account 925 be reopened to permit 
both PG&E and ORA to submit updated infor.mation, on a compar~~le 
~asis, on all expenses included- .in Account 92'5. 

We will q:4nt DRk's petition to set aside submission 
relating to FTP claims, injuries and dAmages .ion account 925-. Given 
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the fact that PG&E did not request rate relief for these projects 
until May 2, 1989, very late in the Igeneral rate case proceeding, 
we find that other parties did not have a reasona~le opportunity to 
pursue this spec.ific issue in the hearing process. 

We will also grant PG&E's alte%'Mtive requests thAt all 
of Account 925 be reopened to permit PG&E to submit updated 
information on all expenses included in Account 925-. ~rlier;i.n. 

this clecision we approve PG&E's full request for Account 925, with 
amortization of the Carmen settlement pay.ment~. Recognizing that 
to fully reopen consideration of Account 925-, as PG&E requests, 
will require more time than ORA's limited motion to, set aside 
submission on a specific issue, we will provide that all 
Account 925· expenses incurred by PG&E in 1990 shAll be subject to 
refuncl, pending our further review of this account. 
F. Eroducti.,vity 

In A.88-12-00~, PG&E provided testimony which estimated 
the productivity for the 94s and electric departments in test year 
1990. Based upon its study ¢f multi-factor productivity (MFP), 
PG&E reported an historical annual productivity growth rate of 3.6~ 
for the electric department and 1.5·' for the 9as department for 
1976 through 1987. For test year 1990, PG&E projectecl productivity 
growth rates of 4.8% ancl 3 .. 2% for the electric and gas departments 
respectively. 

ORA reviewed PG&E's testimony and conducted an 
independent study of PG&E'$ productivity. ORA verified that PG&E's 
model fairly represented the historical period. ORA was 
particularly pleased with the projected productivity for 1990. 
~heze projected levels are above PG&E's average productivity gains 
for the past twelve years. "It was- encouraging to see from the 
model's results that the Company appeared to De striving t~ be even 
more efficient than it historically has been." (Exhibit 10, p. 4.) 

After the application was filed~ PG&E and ORA discovered 
that each had a ci.1fferent view of how to, apply the 'results of the 
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MFP study. It was ORA's opinion that the test year revenu~ 
requirement should be reduced to reflect the productivity 84vings 
which the model predicted would be realized in 1990. Apparently, 
accord.i.ng to ORA, PG&E's multi£actor productiv.i.ty witness 
Hunderstood that .i.£ the company mAnAges to be more product.i.ve, and 
real.i.zes costs sAvings due to higher product.i.vity, it can keep, 
these savings and pass them on to· its shareholders." 

In response to A ORA data request regarding the relation 
of the ambitious estimated productivity growth rates to the cost 
est.i.mates presented by PG&E's other witnesses, the company re
estimated the model by adding new variables and changing forecasted 
inputs. PG&E's revised estimate, presented February 1, 1989, 
forecasts 3.5·% productivity gain for the electric department and 
0.9% for the gas department for 1990. The combined overall 
prociucti vi ty, according to the revised forecast" is. 2 .1%. 
Therefore, according to PGE's revised forecast, approximately 
$13~ million in fuel and non-fuel productivity savings are 
reflected directly or indirectly in PG&E'e estimate of 1990 test 
year e~enditures. 24 

While ORA is concerned thAt PG&E's revised forecast 
appears to be outcome oriented and while ORA believes that PG&E's 
projected productivity falls below historical levels, ORA states 
that the revised approach by PG&E for forecasting productivity 
appears to be reasonable. 

In PG&E's last general rate case we made a productivity 
adjustment in addition to the productivity savings which were 
embedded in PG&E's 198:7 revenue requirement ... We reduced operatinq 
expenses of the electric and qas· departments by 2%, or about $31 

24 When PG&E revised the forecast of te~t ye~r productivity it 
also lowered ~he estimates of average historical productivity to 
1 .. 7%. 
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m1ll1on. A sim1lar 2% adjustment in this proceeding would amount 
to approximately a $33 mil110n reduction. As no party has 
requested such an adjustment 1n this case, we will not give it 
further consideration, except to note that by not making the 
adjustment we provide PG&E's management $33 million more 
flexibility in test year 1990 than in 1987. 

We are very satisfied with PG&E'5 effort to prepare a 
multifactor productivity analysis for this proceed'ing and with 
DRA's careful review of that analysis. We will ask PG&E to' present 
another multifactor productivity analysis in its next general rate 
case, and as part of the analYSiS, that PG&E demonstrate how the 
forecasted multi-factor productivity gains are reflected in its 
test year revenue requirement request. 
G. wOmen and Hinoritv..l\usine',JntemriseB (W/MmU 

Both PG&E and the Commission's W/'MBE Program coordinator 
presented testimony regarding PG&E's efforts to, ensure that women 
and minority owned business enterprises, are provided equal 
opportunity to' contract for products and services purchased by 
PG&E. PG&E's testimony described the organization, operation and 
achievements of the W/'MBE program. 

As reported by PG&E and confirmed by the W/MBE 
Coordinator, in 1987 1,313 W/MBE firms received $102,700,000 of 
business with PG&E, representing 8.8% of total corporate 
expenditures. In 1988, W/MBE firm received $152,600,000 of work, . 
or 12.2% of corporate expenditures. PG&E has significantly 
exceeded its short term goals. of 6% partieipation by minority owned 
en~erpri8es and 5% particip4tion by women owned enterprises. We 
commend PG&E for attaining the goals set pursuant to General Order 
(GO) 156. 

While the W/MBE Coordinator reco.qnizes PG&E'$ 
accomplishments to date, he also, believes that PG&E's W/MBE program 
can be further improved. He has o,f£ered several suggestions for 
improving PG&E's W/MBE program.. In particular, he sU9gests that 

- 15-5 -



.' 

• 

• 

A. 89-12-005, x. 89-03-033· ALJ/GLW,BTC/jC" 

PG&E should specifically target anct 1mp~ove the participation of 
business enterprises owned by minority women. 

In 0.89-08-041, we recently clarified the question of 
goals relating to businesses owned by minority women. 
Specifically, we amended S 6.3 of GO 155 to require that goals. be 
established for both minority women owned business enterprises And 
non-minority women. owned. business enterprises.... . These goals are to 
be a subset of the overall goal for W/MBES established by S 6.2 
(initially 20% for both women owned business'enterprises and 
minority owned bus:iness enterPrises).. These . goals are intended to 
ensure that utilities do not direct their W/MBEproeurement . . 
programs toward non~minority women and minority men owned busin~s . . 
enterprises to the detriment or exclusion of minority women owned 
business enterprises. 

We also addressed the recording of contracts with 
minority women owned business enterprises toward compl~ance with 
the goals set forth. in GO 156 S 6.2.. This section provieles for 
initial long-term goals of not less than 15\ for minority owned 
business enterprises and not less than 5%· for women owned business 
enterprises, but does not specify a goal for minority women ownea 
:business enterprises. For the purposes S .6- .. 2, contracts with 
minority women-owned bUSiness enterprises c~n be counted towara 
either the minority ownod business goal or the women owned business 
goal, but not toward both. 

While we recognize the success to elate of PG&E's W/MBE 
progr~, we agree that even a successful program can be improved. 
We urge PG&E to give serious consideration to each of the 
recommendations presented in the W/MBE Coordinator's testimony for 
improvement of its program. The W /1IIBE C~rdinator may renew :these. 
recommend.ations, if necessary, in the next·annual review of PG&E"s 
W /'MBE program. . 

. . . . 

0.88-04-0$7, as modified by 0.88-09-024,. requires the 

utili ties to j'ointly establish a central clearinghouse for the 
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sharing of information on the identification and verification of 
W/MBE firms. PG&E estimates its cost in establishing and 
maintaining the central clearinghouse to be approximately $7$6,000 
for the 1990 calendar year. PG&E anticipates that this level of 
spending will continue through 19'92. We find the cost to be 
reasona~le and will increase Account 923 by this amount. 

Decision 89-08-026 also established a new annual 
proceeding for review of utility W/MBE programs. In its updAte 
exhi~it, PG&E requests an additional $142,000 to cover the cost of 
one analyst/coordinator, one clerical support person, and one
quarter t.i.me of an attorney, for participation in the new annual 
proceeding. PG&E ~elieves that its. request is reasonable, 
moderate, and truly reflects the additional costs it will incur in 
the test year. 

In 0.89-08-026 we stated: 
"One party favoring the rate case option 
~elieved that an annual generic proceeding 
could result in significant expansion and cost 
increases between rate cases. It is not clear 
whether this cost increase would be due to 
proqram expansion or additional staffing for a 
generic proceeding. We do not agree that 
either is likely. WMBE programs are not new, 
just reviewed ~y this Commission under new 
legislation. Thus, initial staffing and costs 
for implementinq proqrams have been 
esta~lished." (0.89-08-026, mimeo. p. 13.) 

In this case, we do not know whether the increased costs 
requested by PG&E are for the preparation of the annual W/MBE 
report, a cost which is already funded, or for merely for PG&E's 
participation in the annual proceeding. If the increased costs are 
merely for participation in the proceeding, 2.25· person years s~ems 
extraord.inarily high. For these' reasons, PG&E"s request is denied. 
B. PG&E Enterprises 

PG&E Enterpriees (Enterprises) was formed 0.8 a wholly 
owned-subsidiary of PG&E. in January 1988·. Enterprises, in turn, . 
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wholly owns four 8ubsidio.ries, Angus Petroleum Compo.ny, NGC Energy 
Company, JWP Land Company, and an unnamed operations and 
maintenance company. Enterprises is also a partner in a joint 
venture with Bechtel. 

Between December 1988, when PG&E filed its general rate 
ease application and May 1989, ORA conducted a review of the 
general structure and financial relationship· between Enterprises 
and PG&E. ORA presented the results of this review in a -Report on 
PG&E Enterprises.~ (Exhibit lS2.) DRA considers the results of 
its review as beoing both preliminary and limited.. The Report 
describes the general organization of Enterprises and its 
subsidiaries, general accounting practices for intercompo.ny 
transactions, valuation of PG&E services to Enterprises, finAncing 
of Enterprise activities, and other topics. 

Based on this limited review, ORA recommends an 
adju3tment to PG&E's test year revenue requirement of $SS2,800, to 
reflect DRA~s estimate of costs relating to· the value of 
information which will be chargeable to Enterprises in 1990. ORA 
also presents recommendations regarding (1) access to- Enterprise's 
books and records, (2) reporting requirements of Enterprise/PG&E 
transactions, (3) the transfer pricing of information and 
intellectual property, and (4) provision of various finAncial 
documents. In addition, ORA recommends that the Commission adopt 
comprehensive guidelines 90verning intercompany transaction$~ DPA 
asks that the Commission order PG&E and ORA to jointly develop 
these guidelines using the guidelines in 0.88-01-063 (Edison 
holding company case) as a basiS. 

In response to ORA's recommendations, PG&E offered 
rebuttal testimony on PG&E Enterprises~ The testimony was 
sponsored by Joseph O~Flanagan. ~he testimony describes the 
purposes of PG&E' in establishing PG&E Enterprises, and responds to 
some of ORA's. specific recommendAtions. 
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PG&E's rebuttal testimony did not ~pecifically address 
ORA's recommendation that the Commission adopt comprehensive 
guidelines governing intercompany transactions, but in it~ reply 
brief, PG&E proposes eight guidelines for Commission adoption. 

TORN contends that the Commission must ensure thAt PG&E 
Enterprises receives no ratepayer funded benefits of any kind. 
Recognizing PG&E's plans to increAse Enterpr.i.ses' c4pitAliution by 
two billion dollArs over the next five years, TORN urges the 
Commission to act now to establish strong ratepayer protection 
against cross-subsidization and other forms of self dealing. 

TORN advances seven major pointsr 
1) A standard of "'ratepayer indifference,'" at which PG&E 

is permitted to transfer goods or serv.i.ces to Enterprises ~t less 
than the market price, does not adequately protect ratepayers, 

2) Labor services should be provided at market rates, 
3) Ratepayers should actually be reimbursed for 

Enterprise's use of PG&E employees. Accord.i.ng to TORN, no 
mechanism exists for reflecting the reimbursement from Enterprises 
in rates during the period covered by the rate case: 

"'In other worcis, to the extent Enterprises uses 
existing utility employees whose full salaries 
are included in rates-, PG&E will be paid twice 
for the same employees - once by ratepayers and 
once by Enterprises. Enterprises' 
reimbursement will not affect rates until the 
1990 actual expenses which include Enterprises' 
pAyments are useci to set rates for test year 
1993. (Tr. v. &2, pp. 6719-20: 
O'Flanaqan/PG&E.) In the meAntime, the 
reimbursement from Enterprises will only 
increase shareholcier pro£its. ff (TURN Opening 
Brief, p. 19.) 

TURN recommends an interim reduction in labor expense 0·£ S880, 000, 
representinq the annualized level of Enterprises' use of PG&E ~. 
employees in 198:8·, plus 10% 1'I\Arkup for profit. 

4) Management time should be fairly allocated to 
Enterprises. During 1988 PG&E'stop·mAna9'ement allocated 
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approximately $5,,000 per month to Enterprises. 'l't7RN believes 1:.h4t 
this amount is insufficient. 

5·) PG&E failed to forecast Enterprises' use of PG&E 
equipment durinq the test year. TORN recommends a $6,000 credit to 
account for use of such equipmen1:. as corporate automobiles and 
aircraft. 

G) Ratepayers should not subsidize Enterprises vi" PG&E'8 
R&D Department. TURN recommends that PG&E's budqet be reduced' by 
$1,9'30,000 to reflect the cost of research designed to benefit 
Enterprises. 

7) TORN recommends an audit to comprehensively evaluate 
the relationship between PG&E and Enterprises. As TORN explains in 
its opening bri~f: 

"'TORN believes that effective protections 
aqainst cross-subsidies and other forms of 
self-dealinq can only be derived through a 
comprehensive review of transactions between 
PG&E and Enterprises and the establishment of 
specific guidelines to allocate All shared 
costs between them. (Exhibit 298, pp. 6-7.) 

"TURN believes that this review and the 
recommendation of appropriate guidelines is 
best accomplished through a management audit 
where independent auditors analyze the pricing 
of transactions between PG&E and Enterprises, 
the allocation of management cost, the 
allocation of shared facilities' costs, and 
review methods of isolating PG&E's cost of 
capital from any effects due to Enterprises. 
~he manaqement audit should recommend 
appropriate guidelines and ratemaking treatment 
in these areas .. ,.' (TURN Opening Brief, p. 24 .. ) 

Discussion 
The formation of PG&E Enterprises by PG&E does not 

involve a change in the ownership or control of the utility. 
Therefore, unlike SDG&E's and Edison's recent reorqanization 
proposals, PG&E's plan to establish non-utility subSidiaries does 
not require our authorization pursuant to Public Utilities. (PU) 
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Code S 854. Althou9h PG&E does not require our authorization to 
form PG&E Enterprises, this ASpect of PG&E's operatioIl& is of 
concern to us. Regardless of the particular corporate struc~ure, 
there is a need for proper oversight of intercorporate and 
intracorporate transactions. ~There is always the risk that when 
affiliates and utilities do business together, holdin9 company 
organization or not, that improper allocations will result in 
higher costs of service and, therefore" higher rates tluln 
necessaxy."' (D.88-01-063, mimeo. p. 22.) 

Where utilities and affiliates propose t~ do business, we 
have placed 8tringent condition8 in order to minimize the risks to 
ratepayers. These conditions fall into five general categories: 

1. Commission Access to information, 
2. Accounting and recordkeeping practices, 
3. Financial effects of nonutility operatioM, 
4. Human resource effects of such opera~ions, and 
S. Transactions l:>etween utility and nonutility 

affiliates. 

As we stateci in D.81896" and reaffirmed in 0.86-01-026, 

"A special burden must :be l:>orne by the applicant 
in a rate case to demonstrate conclusively not 
only that affiliated intercompany transaction!· 
are reasonable in that they do not creAte a 
l:>urden on the consumer, but that the affiliated 
relationships afford the maximum gains· in 
efficiency or productivity and the greatest 
savings in costs to the consumer." 
(0.86-01-026, p. 33., 

In this general rate proceeding PG&E has not met its 
burden of demonstratinq conclusively that its ~ffiliate 
intercompany transactions have been or will be reason4Dle. 

Despite the importance of accurately' ~llocating costs 
between a regulated utility and unregulated subsidiarie$~ PG&E did 
not make an affirmative showing in ,this proceeding- on the effec't of 
Enterprises on results of operation in the test year. PG&E simply 
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~8sertea, in rebutt~l testimony, that no expenses related to PG&E's 
services to Enterprises were included in the revenue requirement 
forecast. 

Oespite the fact that Enterprises was formed early in 
1988, th~t Enterpr1ses had ombit10u8 plan8 to 9row in 1989, j~990, 

and beyond, and that PG&E pl~nned to provide personnel and other 
resources to Enterprises in this endoavor, PG&E's application did 
not adaress the conditions unaer wh1:h these transaetions would 
take place. Even when ORA proposed ~pecific guidelines 1n 
May 1989, ana PG&E ina1catea its wil11ngness to' accept Hre~sonable 
guidelines,'" PG&E did not expressly state its view of WMt those 
guidelines should be, until it filed its reply brief.25 These 
quidelines are ~ useful starting point for our development of more 
comprehensive st~ndards. But, the guidelines have been introduced 
far too late in the proceeainq to permit a meaningful review. 

Several parties cite our 0.88-01-063, in which we 
authorized Edison to form a holdinq company. While this decision 
proviaes some useful guidance, it is not dispositive of the matters 
before us. First, th~t decision w~s c~refullydeveloped in 
response to the particul~r propos~l presented by Edison. Without a 
better underst~ndinq of the nature and structure of the 
transactions between PG&E ~nd Enterprises, it is not app~rent that 

25 PG&E's rebutt~l testimony, portions of whieh were sticken, and 
PG&E's· supplemental brief, which incorporated these stricken 
portions as argument, explain why PG&E is opposed to vari~us ORA 
guidelines, but do not provide a clear p1cture of what qu~delines 
PG&E would support. For ex~mple, rather than explain the 
accounting con~rols which will be employed to protect against 
cross-subs1dization, PG&E simply sta~es that it 4qrees ~o, ~esist 
the Commission in fulfilling its oblig~tion to ensure that 
Enterprises is not beinq subsidized by ratep4yers~ We welcome 
PG&E's, o·ffer of a8s.:!.stance. We wish,. however, t.hl1t PG&,E'8 offer 
had been manifes·ted in th1s proceeCling by 4 clear. and complete 
description of the controls which are now in place at PG&& to 
fulfill that purpose .. 
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the terms of 0.88-01-063 are applicable. Second, many of the terms 
of 0.88-01-63 were adopted after DRA had an opportunity to examine 
Edison's proposal.' "In that regard, one strong factor that 
convinced us to approve the reorganization is the position of ORA, 
which has worked diligently towards comprom1se and accords with 
Edison that had their genesis in the SOG&E decision." 
(0.88-0l-063, mimeo. p. 23) In this proceeding, ORA info~ us 
that its review to date has been preliminary and lim1ted. Onder 
pressure to file testimony in this proceeding before the close of 
hearings, ORA d"id not have time to conduct a complete audit o£·the 
relationship between PG&E and Enterprises. Last, but not least, we 
find no reason to lock ourselves into a singular approach to a 
constantly evolving situation. As we noted in 0.86-0l-026-, 

'-The endeavor of reviewing holding company 
expenses and their allocation is always 
evolving, end it must be borne in mind that the 
Telesis corporate family poses a particular 
ratemaking challenge because it is relatively 
new and highly diversified, and seems intent on 
becoming more so. The regulator has no choice 
but to view costs assigned to utility 
subsidiaries by holding companies very 
skeptically, especially where the corporate 
family is in c:livers·ified lines of business, 
because there is always the motive and. 
temptation to have as many costs as possible 
borne by the utility~s monopoly operations.~ 
(0.86-0l-026, p. 53.) 

We note the testimony of PG&E witness O'Flanagan. While 
this testimony explains PG&E's objections to ORA~s proposals, the 
testimony sheds little light on the scope or nature of transactions 
between PG&E and Enterprises. 0 'Flanagan is. Director 0·£ the 
Revenue and Earninqs Section in the Revenue Requirements 
Department. Up until the time he was assigned to respond to ORA~s 
recommendations on Enterprises, O'Flanagan had no· involvement with 
Enterprises. Asa result, he had no direct knowledge of the 
interactions between PG&E and Enterprises. In the brief time he 
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had to prepare his testimony, he was not able to fully familiarize 
himself with basic information About the operation of Enterprises~ 
He did not know how PG&E and Enterprises compensation poliCies and 
pension plans compa~edp He was not aware of the circumstances 
under which jointly funded research is made available to 
Enterprises before it is pu~lished. Because O'Flanaqan was not 
directly involved with Enterprises. and beCAuse of his limited 
review of its operations, his testimony failed to fully explain the 
nature and scope of intercompany transaction, much less demonstrate 
conclusively why they are reasonable. 

One important theme of O'Flanaqan's testimony is that the 
operation of Enterprises will not conflict with t.he operation of 
the utility. O'Flanagan testified that the primdry purpose of 
PG&E's utility employees is to· provide utility service, and the 
provision of services to Enterprises is secondary or incidental to 
the primary utility service.. In contrast, PG&E's MIP (ciiscussed 
earlier in Section III .C .. S·.b .. ) does. not characterize services by 
PG&E employees to Enterprises as secondary or incidental. ~o the 
contrary, providing equally responsive service to all business 
units, including Enterp:risee, is an explicit 9'oa1 and measure of 
individual performance for many corporate center units. The MIP 
also lists the performance of specific tasks related to Enterprises 
as part of the overall performance goals, and such tasks are to be 

performed within the limits of authorized budgets. ~he goals as 
reflected in the MIP, appear to place equal emphasis on three 
areas: Utility operations, Diablo Canyon, and Enterprises. 

Given PG&E's failure to offer a timely affirmat.i.ve 
showing on affiliate transactions in this proceeding, PGSE's 
belated proposal of quidelinos pertaining to such transactions, and 
DRA's limited and preliminary review of such trAnsactions, we 
conclude that there is insufficient evidence on this record for us 
to determine the proper allocation'of costs between PG&E and 
Enterprises in 1990; nor is there a Gufficient record for us to 
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adopt, at this time, guidelines relating to transactions between 
PG&E and Enterprises. 

The record will remain open for the receipt of additional 
evidence on this issue in a subsequent phase of this proceeding. 
As ~ f1rst step in the next phase, PG&E is directed t~ undergo a 
management audit, to be conducted by an independent management 
consulting firm. 

The study should be a coordinated operational and 
financial audit of its proces~es as well as its management 
performance.. The focus of the audit should be on management 
procedures used to allocate utility resources, including humon and 
financial resources, between PG&E and its subsidiary PG&E 
Enterprises. The study should investigate, Among other matters, 
(1) the transfer of goods and services between PG&E and 
Enterprises, including physical assets such as land, (2) :billing, 

. financial and recordkeeping practices, (3) eost allocation, and 
(4) personnel practices. The review should study and report on 
PG&E's internal processes as well as the measurable results ~f the 
processes {for example productivity measures .. , The audit should 
include specific recommendations for improvements in PG&E's 
management methods. 

In order that the manaqement audit be thorou9h and 
impartial, the study should be performed by an experienced 
management consulting firm. The cons~ltant should be selected with 
attention to avoiding conflict of interest pro:blems relating to the 
firm's other business with PG&E (or its subsidiaries or 
affiliates), or within the gas a~~ electric industries. 

The Commission Advisory and Compliance Division (CACD) 
should appoint a Project Coordinator to coordinate the audit 
project and consultant contract administration. 

The Project Coordinator should assetrlble a Commission 
review group to actively part.ic.ipate .in all aspeets of the audit 
administration: issuance of a request for proposal, contractor 
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selection, audit progress reports anc:l final report cl.raft review. 
In orc:ler that the Commission may direct and control the audit 
effort, the Project Coordinator should approve the request for 
proposals/bid package, bidc:ler list, contractor selection criteria, 
final contractor selection and contract document~ 

The Project Coordinator should determine an audit wor~ 
plan, including project milestones and reporting requirements. A 
draft final report should be submitted for Commi~8ion review two 
months prior to submission of the final report. The Project 
Coordinator may .impose additional reporting requirements as 
necessary, including progress reports. The consultant must be 

available for possible testimony in the proceeding. 
The consultant contract shall be between the management 

consulting firm and PG&E. However, consultant efforts should be 
directed. by the project Coorciinator, and' consultant invoices should 
be approved for payment by the Project Coordinator. The contract 
should cover the audit study and reports • 

It .is important that PG&E participate in this audit in a 
spirit of cooperation. PG&E should afford the consultant personnel 
the same access to company documents and personnel that the 
Commission staff would have if it wore conducting the audit itself. 

The proceeding will remain open to consider the audit 
repor't anci recommendations. FollOwing review of the report and 
other relevant evidence, we may order an adjustment in attrition 
year revenues related 'to' affiliate transactions. It is the 
intention th~t PG&E be allowed to recover in rates its net ~udit 
payment costs. Recovery of recorded audit costs may be offset by 
reduced company expenses induced by implementation of audit 
recommendations. 

As a final note, DRA moved to ztrike portions of PG&E's 
brief rela'tinq to' Enterprises. Since we are not taking final 
action on this issue ~t this time and because the·record will 
remain open, ORA. is, not prejudiced by the inclus.ion of this 
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material as arqument in PG&E's supplemental brief. The motion is 
denied~ 

I.. Attrition 
PG&E makes its request for increases in the attrition 

year revenue requirements based upon the Attrition Rate Adjustment 
mechanism adopted' in 0.85-12-076-. The purpose of this procedure is 
to limit and simplify attrition adjustments. PG&E and ORA agree on 
many parts of the mechanism. However,_ PG&! and ORA differ in three 
areas: 

- Gas pipeline replacement program 
- Capital related productivity 
- Non-recurrinq O&M. 
G98 Eipeline ReplaCement Progrp 

ORA proposed that the calculation of plant additions in 
the attrition years bo based upon a seven-year average of additions 
(in constant dollars) for pro-jects under S50 million. PG&E aqrees 
with the use of a seven year averaqe for all projects under $50 
million, except for the gas pipeline replacem~~t proqram. PG&E 
believes that a seven-year avcraqe will understate the capital 
additions for this proqram in 1991 and 1992, because the averaqe 
incorporates years in which the project costs were less than 
current or projected levels. Therefore, PG&E proposes that the 
costs o,f the qas pipeline replacement proqram be separately 
forecasted and' specifically !ltated. 

We agree with ORA that mixinq forecasted costs with 
estimated costs could lead to distorted results. If the averaging 
approach is reasonable, and we believe it is, the averaqe may 
understate the costs of some projects and overstate the costs of 
other pro-jects. Overall, we expect that the differences w.ill 
balance out and lead to a fair result. . 

Therefore, we will use a seven-year averaqe for all plant 
add-itions under S5-0million. 
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Capital Belpted-Ppoduet1vitY 
In testimony that is tentative and uncertain, ORA 

questions whether productivity is properly accounted for in ~he 
methodology for calculating capital related attrition. ORA 
sU9'gests that 

"ORAts· last concern with PG&E's methodology for 
calculating capital related attrition is that 
productivity seems to be neglected. It is true 
that productivity reflected in historic plant 
addition data i~ reflected in attrition year 
estimates, but since those numbers are averaged 
amounts, the reflected productivity is also 
only averaged. Also there would ~ no 
accounting for productivity gains beyond the 
recorded years. For items which are budgeted, 
it is uncertain whether productivity gains 
realized between the time of the budget and the 
time of construction have ~en incorporated in 
the project estimate. It appears there are no 
productivity gains beyond. 1988 reflected. .ion 
1991 and 1992 plant estimates. DRA realizes 
that this lack of reflecting future 
prod.uctivity on the capital side is true for 
all energy utilities, but ORA believes that it 
should no lonqer be totally ignored in the 
attrition analysis. II· (Exhibit 10.) 

In order to "at least reflect some gains in 
productivity," ORA proposes to· reduce the rate of escalation by 

one-half for electric and gas distribution e~nses for 1991 and. 
1992. ORA also· recommends that in future general rate proceedings, 
PG&E should ma~e a showing on the effect of productivity on capital 
expenditures. 

We agree with ORA that the methocology used to calculate 
capital expenditures in attrition years should· properly take into 
account the effect of anticipated prod~ctivity. However, we agree 
with PG&E that ORA has not presented an adequate factual or 
analytical foundation to, support its proposed productivity 
adjustment. At a minimum, it is first necessary to determine the 
extent to which product:l.vity is presently' captured in the historic 
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plant addition data and in the estimates of budgeted expenditures. 
In particular, DRA's proposal to reduce the rate of escalation ~y 
one-half, in the absence of any quantitative analysis, appears to 
be entirely arbitra~. 

PG&E's testimony iden~ifies a number of progr4mS that 4re 
intended to increase its productivity in carrying out capital 
projects, such as computer-based estimating, combination crews, and 
computerized gas estimating. We are anxious to- learn from PG&E how 
the productivity which results from these programs is fully 
reflected in the attrition year est.imate8._ We will direct PG&E to 
make a detailed showing, in its next general rate application, on 
the effect of productivity on distribution capital expenditures in 
test and attrition years. Both PG&E and ORA shall propose a method 
for ensuring that the productivity in capital distribution projects 
is fully reflected in attrition years. 

Nonreeurring QiK 

ORA states that $17,224,000 in electric department 
expenses and $300,000 in gas department expenses which are 
requested by PG&E for the test year are nonrecurring costs. and 
should be excluded from the calculation of the revenue requirement 
in the attrition years. Alternatively, DRA proposes in its reply 
brief that nonrecurring expenses be amortized over the three year 
rate case period. ORA's position is that if an adjustment is made 
to a normalized test year amount derived from recorded information, 
the adjustment should be examined to determine whether the expense 
will also be incurred in tho attrition years. If it appears that 
the expense will continue, or that expen3ee will be i~curred for 
similar activity, then the adjustment should carry into the 
attrition years. However, if it appears that the adjustment 
represents a one ... time, abnormAl or non-recurring- expense, PG&E 
ehould not be permitted to collect for a one-time expense in three 
successive years. 
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In its rebuttal testimony, PG&E urges the Commission to 

reject DRA's aajustment for nonrecurring O&M. PG&E ~11eves that 
the Attrition mechanism ad.opted by the Commission in 0.85-l2-076 
does not permit a detailed examination of expenses or activities 
that may CAuse attrition year expenses to increase or decrease 
After the test year. In addition, PG&E argues that it would be 
unfair to remove non-recurring test yeAr expenses from attrition 
yeArs, without Allowing PG&E an opportunity to demonstrate that 
other new one-time expenses will occur to offset ORA's proposed 
reductions. PG&E also argues that DRA'& description of these 
expenses aoes not aaequately demonstrate that the expenses are 
actually nonrecurring. "'On the eontrary', II' PG&E states·, "a number 
of the programs are ongoing in nature." (PG&E Opening Brief, 
p. 272 .. ) 

We have adciressed this issue before. In,.sDG&E's 1986 
test year general rate case, DRA similarly argued that one-time 
expenses, incurred 1n the test year, while legitimate in that year, 
will not be ineurred in subsequent attrition years. DRA argued 
that to allow 100% of the expense in the'test year without a 
subsequent attrition adjustment would allow recovery for the same 
expense three times :before the next general rate case. ORA also 
argued that it is too difficult to trAck these items to ensure that 
they were excluded in the attrition year filings. Therefore, ORA 
proposed that the one-time expense be amortized over three years. 

SOG&E argued, on the other hana, that while these 
expenses are one-time for the test year, there are other similar 
expenses that will oecur in the Attrition years which are no~ 
considered ~ecause of the current ratemaking methoaoloq,y whieh only 
looks to the test year. Thus, SOG&E's position was that in anyone 
year, test yeAr or attrition year, there will always be "'one-time" 
expenses. 

Upon careful review of SDG&E'8 arguments, which are very 
Similar to those advanced in this case by PG&E,. we were 

n ••• persuAded ~ the staff that the most proper 
treatment is to·recogn.ize the expense if 
reasonAble but to· spread the expense over the 
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three-year rate case cycle. We realize that 
this might not allow full recove~ of a 
legitim4te expense but we also realize that 
these projects are in the control of the 
company and that any delay beyond the estimated 
completion dates is a windfall for the utility. 
In these circumstances, it appears reasonable 
to follow the staff's sugqestions. It is also 
reaQily apparent that the cause of this issue 
is the current ratemaking plan of conducting a 
general rate once every three years.~ 
(0.85-12-108, mimeo. p. 5.) 

Similarly, in this ease, we are convinced that it is 
proper to amortize nonrecurring expenses which are incurred in the 
test year over the three-year rate case cycle. While the proposal 
is true that PG&E may incur unforeseen expenses in attrition years, 
overcollection for nonrecurring test year expenses is not an 
appropriate so~rce of revenue to fund these increases. Instead, as 
we explained ~n 0.85-l2-076, we expect additional productivity and 
management acumen will offset activity growth, customer growth, and 
new mandated programs during the attrition years. As we have 
stated before, the attrition mechanism may not encourage 
wastefulness but neither does it encourage frugality. To allow 
full recovery of one-time test year expenses in each of the 
following attrition years would encourage wastefulness. We will 
therefore amortize these costs over three years. 

Finally, we turn to PG&E's argument that ORA has not 
adequately QemonstrateQ that particular expenses are nonrecurring. 
We do not agree. ORA has identified the account, the item, and the 
amount. ORA has offered a witness to testify that these expenses 
will not occur. PG&E was free to examine the witness or to rebut 
the testimony as to the specifies of any item. PG&E did not do so. 
PG&E's rebuttal asserted that a number of the programs are ongoing 
in nature,. PG&E has not identified these programs., although it 
would have been quite easy to do, so'. In the absence of evidence to 
the contrary, we must accept ORA's estimate of non-recurring O&M 
expenses in the test year. 
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IV • Resevch, Deyelopmen!;,. and ..DemonlJ.tn.tion 

PG&E states that it developed its research, development, 
and demonstration (RD&D) program to· fit with its long-term :esource 
plan and to pursue four general strategies: 1) to reduce costs and 
enhance the use of existing assets; 2) to- reduce the risks and 
effects of energy supply; 3) to retain customers ~y improving 
productivity and services; and 4) to· put the comp4ny in 4 position 
to take advantage of future technologies. 

DRA generally supports PG&E's proposals. ORA proposed 
several adjustments to· PG&E's initial ~udget that PG&E accepted. 
ORA recommended a decrease in the funds for small cogeneration 
research, a reduction of dues for industry associations, the 
addition of a residential automated ,meter reading project, and a 
contributio~ to the C4lifornia Institute for Energy Efficiency 
(eIEE). PG&E accepted all of these changes, and presented a 
modified budget in Exh~it 13-:8 • 

Exhibit l3-B incorporates nearly all the recommendations 
of ORA, but it does not reflect the remai~ng difference between 
ORA and PG&E ('1'r. 25·:249-3). DRA also recommends reducing the 
allowed dues paid to the Electric Power Research Institute (EPRI) 
to the extent that those dues re14te to the Diablo Canyon nuclear 
power plant~ This reduction amounts to $2,900,000. DRA also 
stated its reservations. about the effect of the affiliation between 
PG&E and PG&E Enterprises on RD&D. 

TURN also raises concerns about the complications that 
the affiliation between PG&E and PG&E Enterprises creates for 
determining the proper level of RO&O funding_ 'l'VRN recommends 
reducing the RD&O ~udget by d total of $1,930,000 to reflect the 
cost of research designed to benefit Enterprises. 

ERA argues that PG&E's RO&O program neglects solar and 
wind qeneratinq teehnoloqies. ERA believes PG&E"e.. cost
effectiveness 4nalyses. undervalue these technologies by 
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understating the cost of oil and not considering the environmental 
effects of other generating technologies. ERA thinks the 
Commission should require PG&E to increase its efforts in 
developing these technologies. 

ERA recommends that the budget for photovoltaic 
generation should be maintained at $1,050,000 for the next three 
years and that PG&E should start planning to build a 100 MW 

photovoltaic facility. ERA also urges PG&E to devote more of its 
photovoltaic efforts to residential applications. 

We will adopt the basic RD&O budget preseuted in 
Exhibit 13-2.. We have addressed the proposed adjustment to EPRI 
dues in our discussion of the allocation of costs between PG&E and 
Diablo, Canyon, and our determin~tion there should be reflected in 
the RO&O bu~get.. The concerns raised ~ PG&E and ORA About the 
effect of t?e relation between PG&E and Enterprises was discussed 
in our exam1nation of this affiliation, and appropriate adjustments 
should also be made to the RD&O budget • 

With these adjustments, the basic budget presented in 
Exhibit 13-B is reasonable, 4nd we 4dopt 4n RD&O audqet for the 
test year of $36,,732,000, broken down into, $29,690,000 for 
electricity and $-7,042,000 for gas. 

v. Long-'lerpl Planning 

'rhe process of converting a revenue requirement into 
specific rates in 4 general rate case begins with a consideration 
of long-term planning. In this step of the process, the need for 
energy is forecasted~ and 4fter certain assumptions are made, a 
resource plan is formulated. The components and results of this 
plan are then used' to- evaluate the cost-effectiveness of current 
and proposed demand-side management (DSM) progrmns, to- calculate 
the energy reliability index (EaI), to- derive marginal energy 
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costs, and to work out a logic4l program of research, 
demonstration, and development. 

'rhe functions of the resource plan in the general rate 
case are different from those that 4re the focus of the Biennial 
Resource Plan Update (BRPtT). 'rhe determinations we make .in the 
general rate case should therefore not be seen as establishing any 
sort of precedent for the BRPU. 

'rhe pr~ participants on long-term planning issues, 
PG&E and ORA, differed in several respects. PG&E's resource plan 
is intended to be a least-cost plan with additions tested for cost
effectiveness. The purpose of ORA's resource plan is primarily to 
test the cost-effectiveness of demand-side management programs, and 
its proposed plan is characterized as a bare-bonea plan that 
includes only committed resources. this pr~ difference colors 
these parties' approaches to other issues in this area. 

Some of the issues related to lonq-ter.mplanning come up 
more directly in the diseussion of marginal energy cost, And we 
have deferred our consideration of these issues to the section on 
marginal eosts. 
A. Demand. lOre£..,st 

PG&E developed its own load forecast for the t~st year 
with inereasing relianee on the eEC's ER-7 demand forecast until 
the foreeasts for 1995, and beyond are entirely derived from ER-7. 
'rhe resulting demands were adjusted to refleet the effect~ of 
demand-side management as forecasted in PG&E's ER-7 filing. 

ORA used PG&E's load forecasts ~ut substituted its own 
forecast of the effects of DSM. 

As we discuss in the seetion on DSM, we lArgely adopt 
ORA's DSM program. The adopted resouree plan shou14 reflect the 
load foreeast developed by PG&E, reduced by the effeets of the DSM 
program we authorize. As set forth in the DSM section of this 
decision, the net effect of our DSM deeisions is to' reduce first
yeAr lOAd" by 51.7' MW:. 
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PG&E's natu:al gas demand forecast is based on mAterial 
filed in the 1988 California Gas Report. ORA has not disputed 
PG&E's estimates in this case, and we will adopt this forecast. 
B. Elwtric Resource P1anAsSpptioM 

After elec~:ic demand is fo:ecAsted, the parties develop 
a resource plan to meet that demand. The resource plan depends on 
many assumptions' about the avail4bility and price of various 
sources of electric energy and capacity. Because of the complexity 
and size of PG&E's system, the parties :ely on computerized 
production cost s~ulation models in Arriving at a resource plan. 
In this ease, PG&E relied on PROMOD 27.9, and DRA used ELFIN 1.7. 

In an attempt to narrow the disputes about p:oduction 
cost models, we have developed procedures to help the parties 
isolate the real differences between them (see 0.87-12-066, 
D.88-12-040). The process used .in this case illustrated how we 
hope to separate the various sources of differences between the 
parties in this area • 

The process begins with PG&E submitting a resource plan 
based on the results of runs using its preferred model (PROY~O) and 
a similar resource plan based on a reference model (ELFIN). The 
parties then confer to· define a base CAse resource plan, which they 
then run through their preferred models. This step helps delineate 
the differences between the va:ious models. Next, the parties 
present a list of ch4nges they :ecommend to the reference model in 
the base ease, a step that helps isolate the effects of modeling 
conventions. Finally, the parties recommend resource Assumptions 
that differ from the assumptions of the reference model base case. 

Many of the major issues pertaininq to the subject of 
long-term planninq relate to· differences in the parties' preferred 
resource assumptions, and we will address those issues first. 

1. OUt-of-State Power Pul;.¢&glft 

Several issues concern purchases of power from entities 
in other states, primarily from the Pacific Northwest region • 
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a. P!.u:choGes of Pirm.-Otsc1;ty 
For eapacity purehAses, DRA includes, 'only the capacity 

associated with signed firm power purchases. PG&E argues that spot 
capacity should also be included and points out that the CEC hAs 

determined that the planning assumptions of ER-7 should take spot 
capacity into aecount. PG&E's resource plan for 1990 therefore 
includes spot capacity in its 1,890 MW of Northwest power, and the 
eEC in ER-7 ineludes ,500 MW of similar spot capacity (Exhibit 70, 
p. G-6,3). 'l'URN :believes that the amount of spot capacity availAble 
from the Northwest is overstated, and PG&E has not addressed the 
issue of the huge returns of energy that are A condition of those 
purchases .. 

Consistent with its bare-bones approaeh, DRA diSAgrees 
with the CEC's inclusion of capacity from pending reSOUl:ces. The 
CEC describes these pending resources by saying, "Although not 
eertain enough today to be considered as committed resources, the 
probability of the successful negotiation and execution of these 
contracts is great enough to require their consideration when 
determining the need for new resources" (Exhibit 70, p. G-Ss..). The 
CEC notes that most of the resources it includes in this categoxy 
ar~ s1gned contrActs awaiting regulatory approval or contracts with 
contingencies or options to obtain additionAl resources. 

DRA argues against including these resources in the 
resource plan because they are not committed, as required by 
D.86-07-004. 

We aqree with PG&E and the CEC that prudent resouree 
planning should include a consideration of the spot mArket for 
capaci~y from the Northwest, which has proved to be 4 reliable and 
cheap resource in recent years. We will adopt the recommendation 
of ER-7 and include 500 MW of spot capacity in the resource plan. 

We will a180 adopt the eEC"s finding8 on the amount of 
firm capacity PG&E will be able ~o purchase from the Northwest 
under existing contracts. In ER-7, the CEC determined that firm 
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capacity would amount to 70S MW in the test year, declining to 215 
MW by 2007, for PG&E's service area (Exhibit 70, p~.'B.1-7). 
(Comparable figures for the Northern California Planning Area are 
801 MW in the test year, declining to 311 MW by 2007 (Exhibit 70, 
p. B.l-l).) 

The CEC is not clear about its recommended treatment of 
the capacity it describes as pending. It believes that this 
capacity should be protected from displacement by more expensive 
QFs in our bidding process for future purchases, but it is silent 
about the role of this pendinq capacity in the resource plan. The 
CEC elaborates on these pending contracts: 

~These pending contracts represent existing 
surplus capacity that has very low cost in 
comparison to any likely OF or utility 
alternative. They are available now as spot 
capacity and will continue to be until long
term contracts are consummated. The only 
reason the contracts are not fully executed is 
that the parties have not yet agreed on 
appropriate division of the benefits of the 
long-term contract." (Exhibit 70, p. G-64.) 

Based on the perceptions of the CEC, we will include 
pending resources as firm capacity in the resource plan. For 
PG&E's service area,. these pending resources total -39 MW for the 
test year, increasing to 500 MW ~y 1994 (Exhi~it 70, p. B.2-5). 
(For the Northern California Planning Area, pending resources show 
the effects of the availability of California-Oregon Transmission 
Project (COTP) for the municipal utility participants, and the 
totals rise from -39 MW in the test year to 1,263 MW in 2007 
(Exhibit 70, p. B.2-1).) 

For the purposes pertinent to this case, PG&E's resource 
plan should include estimates of out-of-state power purchases 
consistent with these findings of the CEC. 
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b. California-Qregon 
'XMmaisfJion Ero1ec;j;, 

ALT-COM-SWH 

The other major difference between the parties concerns 
the inclusion of capacity from the COT.?, which is proposea AS a 
joint project of several municipal and investor-owned utilities. 
PG&E believes the capacity from this project will be available 
within the planning horizon, by 1992, ana PG&E therefore incluaes 
the full capacity in its resource plan. ORA excludes the project 
because it has not yet received the required regulatory approvals, 
as 0.86-07-004 requires before projects are considered committed. 
TORN argues that COTP should be excluded because it will not ~ 
operational during the period covered by this rate case. PG&E 
responds that the municipal participants in the project will go 
ahead and construct the line even if the investor-owned 
participan~s are denied their certificates of public convenience 
and neceSSity. The CEC in ER-7 includes 848 MW of the municipal 
utilities' portion of the project • 

We endorse the eEC's assumption that the municipal 
utilities will have 848 MW available to them, but we understand 
ER-7 to state that none of this capacity should be imputed directly 
to PG&E. 

c. Price of Northwest Power 
PG&E differentiates the price of Northwest power on a 

seasonal basis. The reasoning behind this approach is that power 
will be cheaper during run-off months and more expensive during the 
summer, when the Northwest's hydroelectric systems are controlled. 
DRA differentiates on a daily basiS, with cheaper power available 
at night and more expensive power during the day. ORA assumes that 
the Bonneville Power 'Administration, which markets much of the 
energy available from the Northwest, will set the price for energy 
sales at some percentage below PG&E's incremental energy costs. 

PG&E argues that the day/night differential, which was 
adopted for use in last year's ECAC case, is more appropriate for 
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short-term pl~nning, when w~ter con~itions ~n~ the ~v~il4bility of 
hydroelectric power ~re better known. The se~sonal approach works 
better for a longer term and for 1990 and beyond, when specific 
conditions ~re unknown. 

The same logic underlies both PG&E's and ORA's proposals: 
power will be cheaper when it is more plentiful, and more expensive 
when there is gre~ter deJ'Mnd for it. ORA's ~ppro~ch emphAsizes tho 
greater demand for power during the day, and PG&E's suggestion 
focuses on the variation in supply that occurs over the seasons. 

We find little solid evidence to give us a basis for 
choosing between these propos~ls. We will adopt ORA's ~ppro~ch 
because it is consistent with our treatment of this issue in recent 
years, and bec~use it appears to be supported by the behavior of 
sellers over the p~st few years. 

d. CapacitY on the IJ)tertie 
PG&E ~ssumes th~t the Northweet 1ntertie will be fully 

, loaded with contracted firm capacity and purchased spot capacity 
both for the test year and in the long term. ORA models the 
Northwes,t 1ntertie in the same w~y for the test year, but 1n the 
long term ORA assumes that the 1ntertie will ~ot be fully loaded at 
night. 

This issue surfaced only briefly and v~guely in the 
Comp~rison Exhibit. ORA's position, based on the limited 
description of this exhibit, appe~rs illogic~l. Bec~use it appears 
more logical, we will adopt PG&E's approach. 

e. 541e& to SacrlDllento Hunicipal 
!ltilitv: District (SJmD) 

PG&E and DRA differ in one det~il of their estimates of 
surplus energy available from the Northwest. PG&E, includes 
estimates of sales from Pacific Power ,and Light to SHOD; ORA 
excludes the sales to SHOD. Because resource planning is based on 
PG&E's planning area, which includes SHOD's loads and resources, 
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. 
the sales from Pacific Power and Light to SMOD shou1d be included 
in the estimates of the Northwest's surplus energy. 

2. Captei.ty from ors anel Selk§ener41Cion 
PG&E performed ~te own analysis of expected capacity from 

QFs and self-generation, rather than relying on the eEC's figures. 
Because PG&E believes that different economic factors determine the 
pace of OF development as opposed to the development of self
generation projects, its analysis shows increasing self-generation 
but little OF development after 1992~ 

TURN points out that under the assumptions of PG&E's 
current ECAC filing, PG&E has overstated the capacity from self
generation by 84 MW. 

ORA relied on an analysis prepared by a consultant, to the 
CEC. The CEC found both the utility'S and its staff's forecasts to 
be "within ~ plausible range" (Exhibit 70, p. C-ll), and i~ 
determined that the final forecast should split the difference 
between the two projections • 

We will adopt the approach taken by the etc in ER-7 and 
split the difference between ORA's (and CEC's staff) and PG&E's 
positions on this issue. 

3. Generic Add~tions 
PG&E's resource plan includes 2,700 MW of generiC 

additions of base load resources by 2007. Characteristics of these 
additions are assumed to be similar to those of a combined cycle 
plant~ and the additions must meet cost-effectiveness tests to ~ 
included in the resource plan. 

ORA objects to the inclusion of these resources, since 
the Commission's guidelines on resource planning have clearly 
excluded such "phantom"' plants from resource plans. 

We agree with ORA that the resource plan should not 
include generic additions.. We have previously indicated that 
resources included in the plan should be committed or nondeferable, 
and we have accepted in this. case the CEC's classification of 
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. . 
certain resources as penQing. Generic resources fit none of these 
categories, and should not'be included in the resource plan for 
purposes of the general rate case. 

4. Belas Pumped. Storage 
Bydroelectric: PIMt.... 

DRA derated the Helms facility by 395 MW because of the 
plant/s poor reliability record Quring past peak periods. TORN 

supports DRA's recommendation because PG&E has not presented a 
consistent explanation of how it believes it overcame earlier 
problems. 

PG&E presented testimony that equipment that will permit 
peak operation of all three units at the plant had b4en installed 
and. was about to be testeQ. PG&E revised its spinning reserve 
requirements to reflect the greater capacity available because of 
the equipme~t. Thus, PG&E includes the full capacity of the Helms 
plant in its plan. 

Although we would ~~ve preferred to have some indication 
about whether the equipment tested were successful, we will 
nevertheless accept PG&E's recommenclation and include the full 
capacity of Helms in the resource plan. 

s. JJpgrode8 ofBydroelec:;tric bCilitiH 
PG&E includes 1&7 MW of upqrades associated with 

relicensing of its hydroelectriC facilities. ORA opposes inclusion 
of these upgrades because PG&E made no showing of the cost
effectiveness of the improvements. 

As PG&t points out, we have previously discussed the 
unique circumstances of the improvements connected with the 
relicensing of hydroelectric facilities (D.88-03-079). Among other 
points, we stated that the Federal Energy Regulatory Commi~sion t 
(FERC) reviews the cost-effectiveness of the improvemen'ts as· part. 
of the relicensing process, and we specifically de'termined that the 
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sponsoring utility did not need to, make a further 8how~nq of CO$t

effectiveness. The capacity upgrades should be included in the 
resource plan. 

6-. Rancho Seeo 
PG&E includes the Rancho Seco nuclear generating plant in 

its resource plan. DRA and TURN think Rancho Seco should be 
excluded from the resource plan. 

Finding a satisfactory treatment for Rancho Seco is 
difficult. In June 1989, voters decidecl not to allow SMOD to 
operate the plant. Whether the plant will ope:ate ever again is 
highly uncertain at this time. We agree with DRA that we should 
take into account the uncertainty surrounding future oper4tion of 
Rancho Seco. For purposes of the long-term plan, the dependable 
capacity of Rancho Seco should be assumed ~ be 0 MW. 

P~&E in its reply brief argues that remOVing Rancho seeo 
from the resource base assumes that PG&E will single-handedly make 
up the lOBS of Rancho Seco'8 capacity. PG&E mAkes a good point, 
but its recommendation--to keep Rancho Seco in the resource plan as 
a proxy for the resources that SMUD is likely to acquire to replace 
it--appears to- us to assume an implausible opposite--that PG&E will 
supply none of the replacement capacity. 

In the CEC'8 cliscussion of this issue in ER-7, it 
mentions that SMUD has capacity contracts with both PG&E and Edison 
that could be drawn on in the short term to replace Rancho Seco's 
capacity. ~he contract with PG&E has a minimum of 400 MW and a 
maximum of 1000 MW, and the contract with Edison ranges from 300 MW 
to 700 MW. (Exhibit 70, pp. &-19--6-20.) As a cO'U$ervative 
estimate of the amount of Rancho Seco's capacity that PG&E may be 
called on to replace, we will use the difference ~tween the 
minimum and maximum amounts in its contract with SMOD. PG&E has an 
existing obligation to· '9rovide 400 MW to SMUD,. regardless of the 
status of Rancho Seco, and it seems reasonable to assume that in 
the absence of Rancho Seco, SHOD would exercise its r1qht to· take 
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an additional 600 MW from PG&E. 'rhus, the status of Rancho Seco 
should be reflected by reducing the resources available to PG&E by 

600 MW. 
7. Conservation 8D.cl 

Load Hanagement Forecasts 

ORA notes that PG&E relies on the level of uncommitted 
OSM adopted by the CEC. The CEC has indicated that the level of 
savings associated with its recommendations is the minimum the 
utility should pursue. Becau8e ORA has recommended higher levels 
of OSM funding than those underlying the CEC's recommendations, ORA 
suggests that the savings included in the resource plan should be 
those associated with the OSM funding adopted in this general rate 
case. 

We agree with this point. As we discuss more fully in 
the section on OSM, the demAnd forecast should reflect net first
year savings of 5-1 .. 7 MW of peak capacity and 408- GWh of energy. 

B. The Price of As-Available OFf.! 
In PG&E~s base case submittal, as-available qu~lifying 

facilities (OFs) were assigned an averaqe monthly price. PG&E 
states, without elaboration, that it uses "OF-in/OF-out pricinq" 
for this resource. ORA prices as-availeble OPs at the marginal 
costs generated by the ELFIN simulations. DRA argues that its 
approach is logical because it allows the prices of these OPs to 
change as the resource plan changes. . 

The parties have offered little to illuminate their 
differences. We find PG&E's reference to ~OF-in/OF-out pricing~ 
confusing. The QFs-in/OFs-out runs are usually used in the ECAC . 
cases to calculate the incremental energy rate (IER), although 
these runs also produce a marginal energy cost. The relation, if 
any, between the marginal energy costs resulting from these runs 
and the marginal costs used by ORA is not expla.i.ned. We will adopt 
ORA~s approachr because it was the only party to supply any 
rationale for its approach. 
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9. ruel Priee 
ORA and PG&E differ in their projections of fuel prices, 

both for the test year and for the long term. Neither party 
devoted much explanation or argument to its.,position • . 

We will adopt DRA's projections for two reasons. First, 
ORA shows a convergence of the dispatch price and average price of 
gas, and this convergence is consistent with our resolution of a 
related issue, the treatment of gas demand charges, which we 
discuss more completely in connection with marginal energy cost. 
Second, ORk'8 average gas prices appear to be more reasonable than 
PG&E's. 
c.. Hod,ling XBSUU 

1. Modeling Procedures 
In several recent cases we have attempted to refine the 

ways in which production simulation models and their results are 
presented. ,Our goal has been to make the use of these modele in 
our proceedings comprehensible even to those who are not familiar 
with the detailed workings of the various models. 

In this proceeding, as we have 'discussed, parties using 
models presented two grounds for comparison: a run using the 
party's preferred model and a common Bet of assumptions and a run 
using a reference model--in this case, ELFIN--and the common data 
set. DRA notes that the scheduling of these submissions was such / 
that it did not receive the final reference model base case until 
the day that its testimony was due to be circulated. ORA 
accordingly recommends that all in future' cases, the following 
procedure be followed if the results of production cost models are 
in issue: 

1. 

2. 

The utility files its resource plan based 
upon its, preferred model and a stmil4r 
resource plan using the reference model. 

A workshop is held to define the base case 
resource plan. 
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3. The pArties run the base CAse resource plAn 
through all models used in the proceeding 
and explain the differences in results. 
(This step shows what differences in 
results are due to model differences,.) 

4. The parties provide a summary of the 
differences in modeling conventions, that 
they would prefer ove~ the reference model 
bAse case, and the changes in results that 
these differences make. (This step 
provides information on the differences due 
to modeltng conventions.) 

S. The parties state the resource assumptions 
in their preferred scenarios that differ 
from the reference model bAse case And 
summarize the results of these differences. 
(This step provides information on what 
differences the resource a8sumptions make.) 

For general rate CAses, ORA recommends that the initial step take 
place when the Application is filed. 

As we ind'icated earlier, the basic process was followed 
in this case. We agree with ORA that the steps it has outlined 4re 
the ideal way to clarify the issues connected with model runs. The 
primary problem encountered in this case had to do with the timing 
of the various steps. We will adopt ORA's recommended procedures 
as guidelines for the way issues relating to production cost models 
should be addressed, but we will grant the administrAtive law judge 
discretion to establish deadlines for these steps and to alter this 

, 
procedure to fit the circumstances of a particular case. 

2. Modeling Convention! 
The goal of the production cost models is to, simulate the 

operAtion of PG&E's system. But some simplification of the 
complexities of the operAtion of PG&E's system is necessa:z:y to 
provide the models information in a form they can use. Modeling 
conventions are some of the conversions or trAnslations of 
information that modelers employ to make these simplifications. In 
addition to the d'ifferent assumptions- advocated by the parties, ORA 
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and PG&E differ on some of these modeling convent1ons. SOme of the 
differences in modeling conventions are closely,tied·to resource 
assumptions and have already :been addressed.. ORA's ELFIN runs 
differ from PG&E's reference model ELFIN runs in the following 
additional ways. 

a.. Diablo canyon casein: Blocks 
PG&E mOdels the Diablo Canyon nuclear power plant to be 

dispatched in two blocks of capacity; DRA uses four blocks. ORA 
states that its approach is consistent with the data from CEC's 
common forecasting methodology (CFM) proceeding. We will adopt 
DRA's approach. 

b.. Rancho seeo HiniJIIWlL;,slock 

As we discussed under resource assumptions, the Rancho 
Seco plant is currently shut down with little chance of restarting 
in the test year. We have already decided to exclude Rancho Seco 
from the resource plan and to make appropriate adjustments. It is 
therefore unnecessary to resolve the modeling difference raised by 
PG&E and DRA. 

C.. Rorth!!'8t Economy Energy Prices 
We have already discussed the parties' general 

differences in connection with their resource plan assumptions. 
The differences in modeling conventions are more specific. 

PG&E uses a seasonal modeling approach. From March to 
June, the Northwest economy energy price is based on a heat rate of 
7,000 MMBtu/kWh times the gas price; for all other months, the 
price is based on a heat rate of 8',000 KMBtu/kWh times the gas 
price. PG&E's prices are not adjusted for transmission line 
losses. 

ORA varies its Northwest economy energy prices with the 
time of day. ORA used a heat rate characterization to tie prices 
to the dispatch price of natu:al gas. During the d4ytime, a system 
incremental heat rate of 10,000 Btu/kWh was assumed,. 4ncl the 
nighttime assumption was 8:,000 Btu/kWh. Economy'energywas priced 
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at 90% of the resulting value. ORA adjusts the dispatch priee by a 
4.5% dispatch loss factor. 

ORA's pricing scheme has generally been followed in 
PG&E's recent ECAC case (see 0.88-11-052, mimeo. p. 39; AL:!'s 
Ruling of August 15, 1989 in AO'89-04-001)O' We will also adopt 
DRA's approach in this case. 

<1. Monthly LoacLShapes 
ORA uses PG&E's load shapes for 1990, but relies on the 

load shapes used by the CtC in ER-7 for later years. PG&E uses its 
load shapes for all years .. 

In keeping with our reliance on many of the CEC's 
determinations in ER-7, we will adopt ORA's load shapes. 

e. Spinning Reserve 
ORA develops its spinning reserve requirements consistent 

with its po~l.tion that Helms' capacity should be derated. PG&E 
includes all of Helms' capacity in arriving at its spinning reserve 
requirements • 

We have accepted PG&E's position in the resource 
assumptions. Spinning reserve requirements should refleet all of 
Helms' capacity. 

f - piQpateh Cost" 
PG&E develops dispatch costs for all generating units. 

The model uses these dispatch costs in choosing which units to use 
to meet demand, and these costs differ from the units' production 
costs. ORA derives dispatch costs for gas-fired units, but uses 
prOduction costs for dispatch purposes. for all other types of 
generation. ORA believes that production costs, rather than 
artificially derived dispatch costs, should be used in the models 
for these generation units .. 

We agree that production costs present a more accurate 
picture of the system's operation,. and we endorse ORA's position. 

- 187 -



• 

• 

• 

A.88-12-00S, I.89-03-033 ALJ/GLW,BTC/jC ALT-COM-SWH 

D. Re8Ul:tS 

The results of the long-term resource planning exercise 
take many forms·. In this case, the parties focused on the timing 
of the need for new generation resources. The other important 
result, the calculation of projected marginal energy costs, is 
addressed in a separate section. 

PG&E concludes that expected generation from ors, self
generation, and other committed resources are adequate to meet 
forecasted demand until 2003. Only in 2003 will PG&E need to add 
additional base load generating resources. 

ORA agrees that PG&E has sufficient resources to meet 
expected demands for the near future, and that noPG&E-owned 
addi tions are proposed for the test year cycle.. ORA forecasts a 
drying up of surplus capacity in the early 19905, which suggests an 
earlier nee,d for capacity than forecasted by PG&E. 

TURN did not perform a full modeling of PG&E's system, 
but it finds PG&E's resource assumptions overly optimistic. 'l'URN 

thinks PG&E has overstated the likely availability of a number of 
resources, a conclusion that also, suggests an earlier need for 
additional resources. 

ERA's general view is that PG&E has overstated the 
resources that it will have available to it. If generic, 
speculative resources and nonexistent resources like Rancho 5eco 
are removed from the resource plan, ERA believes PG&E maY,need 
capacity as soon as 1990.. In meeting this need for new capacity, 
ERA argues that no resources should have a reserved place in the 
resource plan. Demand-side and supply-side resources should :be 

allowed to compete on an equal basis. ERA feels that demand-side 
management and solar and wind-powered generation resources will do 
well in this competition. 

The parties agree that this case i8 not the appropriate 
forum to determine PG&E "s need for new resources.. The assessment 
of the need for new resources will be performed in the Bienn1al 
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, 'I 

Resource Plan Opdate proceeding, and the resource plan used in the 
general rate ~ase is not precedent for or binding on the resource 
plans developed in the BRPU. In the general rate ease, however, 
the parties' perceptions of the need for new resources colors their 
positions, on demand-side management, RJ:)~O, and ma,rginal energy 
costs. 

VI. gne:rqy Reliability Index 

The ERl serves several functions in the 'general rate 
ease, including modifying the marginal generation capacity cost, 
deriving demand charges, and developing certain elements of revenue 
allocation and rate design. 

Calculation of the ERI compares the utility'S target 
reserve margin with the reserve margin resulting from forecasts of 
the utility'S demand and resources for individual years. The 
primary elements- of this comparison are the forecast of demand, the 
forecast of available resources, and the target reserve margins • 
These elements are closely related to long-term planning issues, 
and only PG&E and ORA made complete presentations on ERI issues. 
A. DemandJ!Orec41;!:t 

All concerned parties agreed to use the dem4nd forecast 
developed by the CEC for ER-7 (See Exhibit 138, pp. 3-4; 
Exhibit 70, App. 0). 
S .. ~;gc;tJQI;!~gin 

The parties now agree that the CEC's adopted target 
reserve margin of 17.5% should be used, although DRA argues tMt 
using this figure requires some adjustments. to, ,certain resource 
assumptions. DRA's positions are discussed and resolved in the 
following 'section • 
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c. Othex:..18sue6 
1. The Effec::t of ».89-06-04' 

a. Positions of the~artie8 
Initially, the main differences between PG&E and ORA 

concerned the forecast of available resources, as we have mentioned 
in our discussion of long-term planning. In the ERI equation, PG&E 
used a floor of 0.2, while ORA used 0.4. 

After the testimony on ERI issues had been completed, we 
issued 0.89-06-049. This dec;i.sion adopted a fo:z:mula for 
calculation of the ERI that differs slightly from the one PG&E and 
DRA used in their testimony. PG&E submitted late-filed Exhibit 83 
to present its revised ERIs, and DRA commented ~n PG&E's approach 
in its opening brief. 

0.8.9-06-048 made th:ree change8 that affected the parties" 
recommended ERIs. First, it chose an exponential, rather than a 
linear, formula, a change that slightly altered the parties' ERl 

values for some years. Second, it adopted a floor value of 0.4, 
which doUbled PG&E's figures from its aSBumed floor of 0.2 for 
several years. Third, it required use of the target reserve margin 
the CEC adopted in ER-7, which was not issued until late June, well 
after the close of hearings on this issue. ER-7's target reserve 
margin of l7.5·% differed substantially from the target reserve 
margins of ER-6, which had been the basis for the parties' 
testimony. For example, the ER-6 target reserve margin for 1990 
was 22.6%. 

Use of the 17.5% target reserve margin of ER-7 also 
created another issue between the parties. ORA believes PG&E's 
attempt to calculate the ERI as directed in 0.89-06-048 contains an 
inconsistency. DRA argues that the sizable reauct10n in target 
reserve marqins from ER-6 to· ER-7 resulted from a change in the 
CEC's approach to calculating the dependable capacity of oil- and 
gas-fueled generating units.. In ER-7, the CEC decidecl to take into 
account the aqe of these plants and to- "apply a stat.istical 
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approach to help predict the availability of capacity from older 
oil and gas plants •••• H. The resulting wage-derated H capacity of 
plants in PG&E's service area was reduced by a cumulative total of 
489 MW by 1992 (Exhibit 70, pp. 4-29--4-30). 

ORA believes it is necessary for consistency and accuracy 
to incorporate these age-deratings in calculating the ERI if the 
corresponding target reserve margin of 17.5% is used. 

ORA also criticizes PG&E's assumption that the 
transmission lines to the Northwest are filled with capacity. ORA 
contends that the 17.5% reserve margin considers the reliability 
benefit of capacity support over the interties, so that including 
this transmission line as a resource amounts to a double-counting 
of its reliability benefit. 

PG&E resists ORA's contentions. PG&E urges that the age
derating o~ oil and gas units is just one of many resouxce 
decisions made by the CEC, and ORA's focusing on it is just an 
attempt to increase the ERr artificially. The reliability benefits 
of the intertie to the Northwest have been included in the 
assumptions of dependable capacity that are used in the calcula~ion 
of reserve margins. PG&E rejects ORA's argument that this is 
double-counting and points out that the CEC stated that it would 
have lowered the target reserve margin even more if it had taken 
into account more of the available low-cost capacity from the 
Northwest. 

b. pi'cul!U!ion 
We have already discussed our resolution of some of the 

resource-related disputes between ORA and PG&E in the section on 
long-term planning- On the question of the age-derating of 
capacity, we agree with ORA that the capacity assumed for these 
resources should be adjusted to reflect these age-deratings that 
contributed to the decis·ion to lower the target reserve lD4rgin to 
17.5%. Logic suggests that a mo:re conservative estimate of the 
reliable capacity associated with these aging plants is directly 
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linked to tho decision to plan for less of a cushion between demand 
and supply. 

We do not agree with ORA, however, that including the 
capacity associated with the Northwest transm1ssion lines to the 
extent that we have in our resource decisions amounts to double
counting of this capacity, and we will not alter our previous 
determination or require an adjustment to the components of the EP~ 
calculation. 

2. t;t'eatme!lt of Rancho Seso 
ORA calculates ERIs both including and excluding the 

Rancho Seco nuclear generating plant in the forecasted resources 
for PG&E's planning area. TORN also thinks Rancho secp should be 
excluded from the resource plan and the calculation of the ERI. 

We have already decided on the appropriate treatment of 
Rancho Sec~ in our discussion of resource assumptions. The same 
treatment should carry through to the calculation of the ERI. 
D. Conclusion 

The ERIs resulting from the determir.ations of this 
decision are shown in Appendix H. The use of these values will be 
discussed as this question arises in other area~. 

VII.. lfaXqine.LCOst8 

MarginAl costs are the change in total costs resulting 
from a small change in a specified element of the utility's 
operation. The general rat~ case considers three general types of 
marginal costs. Marginal capacity costs meas~re the costs that 
change with changes in kilowatts of peak demar.d. MArginal energy 
costs vary with changes in kWh of energy.. Marginal customer costs 
are the costs of providing access to the utility'S system, meter 
reading, and billing that change as the number of customers 
changes. 
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Economic theory teaches that prices should reflect 
marginal costs. With numerous adjustments for the quirks of the 
regulation of monopolies, we attempt to follow this principle. 
A. Adj.ustmen1;s :to· Ml1rginaLOlpacity and Custgmer Costs 

Two parties propose undisputed adjustments that affect 
the final levels of marginal capacity and customer costs. 

DRA recommends an adjustment for franchise fees and 
uncollectibles (FF&U). No one opposes this recommendation, and we 
will adopt .:Lt. 

TURN points out that the general pl~nt loading factor 
(GPLF) used by PG&E improperly included costs related to gas 
distribution. The GPLF must be adjusted for 1!se in electric 
marginal costs. PG&E and DRA have accepted TURN's correction, and 
we will adopt the revised factors of 9.21%. for Mrqinal 
distributio~ capacity and customer costs and ~.&9% for marginal 
transmission capacity costs, as well as PG&E~~ original factor of 
2.10% for marginal generation capacity costs. 
B. MArginal OIRaCity Cost8 

Marginal capacity costs are calculatQd at the generation, 
transmission and. distribution levels. 

1. Marginol Generation capacity Co8!:s 

A. Cost of a Combustion Tarbine 
Marginal generation capacity costs ~~e the generation

related costs that are incurred when load increases incrementally. 
The cost is expressed in S/}(fI-yr. For several years we have used 
the costs of a hypothetical combustion turbine as a proxy for 
marginal generation capacity costs. PG&£ and DRA'agree that the 
annualized cost of a combustion turbine results· in an est1mate of 
mArginal generAtion capAcity costs of $5S .•. G9!kW-yr., and we will / 
adopt this base fi~e. With the adjustment for FF&U, marginal 
generation capacity cost is $5G.17/kW-yr. 

- 193 -



• 

• 

• 

A.88-12-005" X. 89-03-033 ~ IGLW ,BTel je ALT-COM-SWH 

b. Mju6:tJ!en:t for the OX 
( 1) .Introduction 

One of the most hotly contested issues in this case 
concerned whether, for purposes of revenue allocation And rate 
design, marginal generation capacity costs should be multiplied by 
the ERI to reflect the relation of forecasted reserve margin to the 
target reserve margin. this issue arises, of course, only when the 
ERI is less than 1.0, when the utility has more than the needed 
capacity to meet its target reserve margin. 

(2) Positions of the PArties 
the parties took a variety of positions on this 

issue. Since this issue is, at its core, a question of how to 

define marginal costs, the terms of the argument were usually those 
of economic theo~. 

(a) 12M 
ORA argues strenuously that marginal generation 

capacity costs shoul~ be adjusted to reflect excess generation. 
ORA advocates use of a six-year average ERI to make its recommended 
adjustment. ORA believes that the resulting marginal cost will 
provide price stability and accurate long-term price signals~ Six 
years is long enough to approximate the utility~8 planning horizon 
and to yield a stable result. This period. also corresponds to two 
general rate cases and three Biennial Resource Plan ~p4ate 
proceedings. 

its position: 
DRA summarizes the economic justification for 

"MArginal generation capacity costs 
are approximated by the cost of a 
combustion turbine generator when the 
planning reserve margin is just met 
and there is neither an over nor 
under-supply of generation 
capacity •••• Xn a period of 
substantial excess capaeity, the 
market price for capacity will fall 
below its long-run equilibrium 
value." (Ex. 113, pp. 2-4'--2-5.) 
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DRA thinks it illogical to expect PG&E to pay 
the full cost of A combust10n turbine' ,for addi t10nal cepaci ty when 
it has excess capacity, but such a course of ection is consistent 
with not adjusting marg1nal costs by the ERI. The role of marqinal 
cost in commun1cating underlying costs to eustomers is also reduced 
during times of excess capAcity. In addition, economic theory 
holds that customers will not pay more for a good or service than 
the value of that product to them. In times of excess capacity, 
the value of additional generation capacity is diminished, end 
prices should reflect that diminution in value. 

ORA also argues thct in times of excess 
capacity, a utility may be Able to, add resources at less than the 
price of a combustion turbine. For example, it may be cheaper to 
return a retired plant to, operetion than to purchase' a new 
combustion turbine. 

(b) 5.d 
PG&E Agrees with ORA that it is appropriate to 

use the ERI to adjust marginal generation capecity costs for 
ratemakinq pu:cposeS. 'rhe COmmission has consistently used an ERI 
adjustment since the 1987 general rate case, and this policy we8 
affirmed in the decision adoptinq a new ERI calculation method, 
O.S9-06-048. The opponents of this adjustment have not presented 
any good reasons for the Commis,sion to change its policy. 

PG&E believes that prices should comm~nieate 
short-run capacity costs to customers, and this reasoning underlies 
its recommended use of A three-year average ERI in this ease, 
rather than the six-year average supported by ORA. 

(c) ~ 
CMA opposes using the ERl to lower the marginel 

generation capacity cost during periods of excess capacity. 
Economic theory argues that the full marginal cost should be used 
when £2§.t. is the issue, although CMA acknowledges that adjustments 
could be made to reflect the lesser value' of capecity during 
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periocls of excess capacity. Thus·, the ERI may conceivably have a 
legitimate role in setting the prices paid to Ora for sales of 
capacity to the utility, but for ratemaking issues, such as revenue 
allocation and rate design, CMA argues that no modification of full 
marginal cost ~s appropriate. 

If the Commission decides to use the ERr to 
adjust marginal generation capacity costs, CMA urges it also to use 
conservative load and resouree assumptions, as ORA has, and to 
apply the six-year average advocated'by ORA, rather than the ERX 
for the test year. 

(d) CXJ:!CA 
CLECA also opposes using the ERI to modify 

marginal generation capacity eosts. Redueing the full cost of a 
combustion turbine ignores the Hlumpiness~ of additional resources 
and assume~ an ideal world where just enough generation can be 
constructed to, meet demand. In addition, CLECA argues, "eustomers 
should receive a signal through revenue allocation and rate design 
that their creation of demand for electricity at times of the day 
and year which place pressure on the utility'S ability to supply 
power will, in the long run, require the acquisition of new 
generation resources at a cost to the utility and its ratepayers." 
Thus, CLECA believes that PG&E's emphasis on short-run consumption 
signals is misapplied to generation capacity costs, and even the 
six-year average proposed by ORA is shorter than the useful life of 
much energy-using or energy-saving equipment that customers 
purehase in response to, rate siqnals. CLECA opposes use of the ERI 

to adjust marginal generation capacity costs, but,' if the 
Commission decides to accept this approach, CLECA supports an ERI 
of 1.0. 

(e) ~ 
rEA also opposes.· applying the ERI to adjus't 

marginal generating capacity costs. FEA argues that the eoncept of 
this application is invalid,. because it combines an assumption ,of 
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short-term excess ~apaeity (an ERI of less than 1.0) with an 
assumption of long-term equilibrium between supply 'and demand (the 
co~ustion turbine proxy for marginal generation capacity 
additions). These two assumptions are inconsistent, and this use 
of the ERI is. unsound. FEA explains how a consistent approach to 
excess capacity could be developed: 

"If PG&E were planning to bring on a 
base load unit, for example, in the 
year 2000, it would be appropriate to 
cost that unit at the cost per kW of 
bringing it on-line in the year 2000 
and discounting the cost of that unit 
back to present value. In that way, 
the current excess capacity would ~ 
reflected in the Amount of years 
discounted and the date the unit is 
brouqht on-line." (Reply Brief, 
p. 5.) 

FEA also argues that the formula for 
calculating the ERI 15 arbitrary and that using it to develop 

, marginal generation capacity costs creates unetable rates as it 
varies from rate case to rate case. The .. Commission Bhould reject 
this use of the ERI, according to· FEA. 

(f) lndystrio,l Users 
For similar reasons, Industrial Users also 

reject using the ERI to modify marginal generation capacity costs. 
Industrial Users cite FEA's witness' summary of his theoretical 
concerns: 

"Within the context of the theory of 
marginal cost pricing, it is 
appropriate that these eosts be 
expressed in today's dollars, and 
without adjustment for any excess 
capacity that may exist, since the 
objective of the costing exercise is 
to determine what it would cost, in a 
marginAl sense, to serve additional 
load ~od«y for a system in 
equil~br~um (i.e., without excess 
eapacity) ..... The ERI 
coneept ••• mixes a consideration of 
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actual system conditions (excess 
capacity), with marginal cost theory 
which essentially assumes (with 
respect to all cost elements) the 
existence of a system in equilibrium, 
without excess capacity. Mixing the 
two concepts produces a result that 
is a reflection of neither marginal 
costs, nor of actual system costs and 
conditions. As such, it has no 
theoretical validity.* (E~it 234, 
pp. 4-5.) 

Industrial Users also point out that the ERI 
calculation is extremely volatile, as demonstrated by the complete 
range of values advocated in this case, and is sensitive to 
relatively minor changes in resource aS8u=ptions. This volatility 
becomes dangerous when the ERI is applied to marginal costs and 
revenue allocation, because these changes can reallocate tens of 
millions Of. dollars, according to Industrial Users. 

Xf the Comm18sion decides to use the ERl to 
adjust marginal costs, Industrial Osers believes that ORA's 
recommendation is based on a sounder analysis of PG&E's resources. 

(9) ~ 
ACWA believes an ERX of 1.0, the equivalent of 

the unadjusted cost of a combustion turbine, should be used for 
revenue allocation. 

(h) :.tQBl! 
'l't1RN is concerned that a short-run ERX will 

lead to rate fluctuations and distortions. TORN therefore 
advocates use of a lS-year levelized ERI to reflect the long-run 
prospect for generation capacity. The result of TORN's formula is 
very close to ORA's recommendat:i.on, and if the Commission adopts 
DRA's resource recommendations, TORN would support ORA's ERX 
proposal • 
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(3) Discussion 
Several parties have raised questions about the use 

of the ERI to,adjust marginal generation capacity costs~ 
Respond1ng to these concerns requ1res a focus on the function the 
ERX is 1ntended to serve. 

The ERX was originally developed as a way to adjust 
the capacity prices paid to QFs to· reflect the value of the 
additional capacity supplied by OFs to the utility's system. When 
the system has excess capacity, it does not make sense to pay the 
full price of a combustion turbine, because the system does not 
need a combustion turbine at that time~ On the other hand, we have 
recognized that added capacity always has some value, if only to 
improve the reliability of the system (O~82-01-103, 8- CPOC 2d 20, 
64-6S). The ERI was developed to offer a way of reflecting the 
value of a~dition4l capacity to the system over a range of 
relationships Detween resources and demand. 

The point here is that the ERI's primary function is 
to measure the value of additional capacity. When the value of 
added capacity is the important concern,use of the ERI is 
appropriate. Adjusting short-run capacity prices paid to QFs is an 
excellent illustration of the proper application of the ERI. 

However, as many parties have pointed out, it is not 
immediately obvious that the ERl should be used when the important 
considera't.ion is.£2.G~ Marginal cost theory- requires reliance on 
the full marginal cost of a particular item, and we have not 
usually attempted to adju$t the costs, for example, of transmission 
equipment because there may be exeeS2 capacity on a particular 
transmission system. 

The real issue here seems to be whether or not the 
combustion turbine is an adequate proxy of marginal generation 
capacity costs during times of excess capacity. When we first 
adopted the combus.tion turbine as a prox:Y for generation- capacity 
costs·, we tried to· detexmine what resource the utilities would' rely 
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on if they were f~ced with a sudden shortage of pe~king c~p~city. 
The combustion turbine proxy was developed a8 a measure of shortage 
costs (see 0.81-01-103, 8 CPUC 2d 20, 52; D.93887, 7 CPOC 2d 351, 
482-484), and the combustion turbine was assumed to be .. the least 
capital-intensive addition to capacity to avoid a shortage* 
(0.9388'7, 7 CPUC 2d at 483). If marginal eosts should be defined 
as how a utility would respond to shortages of certain types, then 
it appears that the validity of the combustion turbine as a proxy 
for marginal cost is unaffected by current excess c~pacity, since 
the concept is hypothetical by definition: if there were a 
shortage" this is how the utility would respond, with these eosts .. 
If, on the other hand, the existence of excess capacity makes it 
possible for a less expensive alternAtive to supply additional 
capacity and to serve as the measure of marginal generation 
capacity cC?st, then marginal cost should be less than the C05't. of a 
combustion·turbine, as PG&E and ORA suggest. 

Based on the theory of marginal costs, several 
parties argue that for purposes of revenue allocation, no 
adjustment should be made to the COmbustion turbine proxy as the 
measure of marginal generation c~paci't.y COS't.8. ~hese partiee 
s't.ress 't.hat the combustion turbine is assumed·to- be the cheapest 
source of pure capacity, and to argue, as ORA and PG&E essentially 
have, that 0.4 of a combuation turbine could be installed is 
obviously wrong. 

These parties' arguments have two unspoken 
assumptions. Firs't. is the assumption tha't. 't.he marginal generation 
capacity cost should reflect the costs of CApacity over the very 
long term. But the combustion turbine is a short-run measure that 
should not unthinkingly be used as a measure of long-term marginal 
costs. In any event, taking the very long view and ignoring 
foreseeable surpluses in.capacity would result in ratepayers pay~g 
more for peak capacity than iR justified by the system"s 
circumstances. 
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, 
Second is the assumption that the combustion turbine 

is the source of additional generation capacity, rather t'~n just a 
proxy useful for estimating shorta;e costs. We think an ERI of 
loss than 1.0 signals. that resources other than t~e combu~tion 
turbine may.be the sources of marginal generation capacity. The 
obvious example of this is capacity supplied. by.QFs. Payments for 
capacity supplied by Qrs are based on the combustion.turbine 
adjusted by the ERI, 'and the utility may reasonably be assumed to 
rely on such QFs for marginal generation eapaeity, rather than to 
install a eombustion turbine. The existence of lower-prieed 
sources of marginal generation capacity for utilities with adequate 
capacity makes it logical to derive marginal costs from those 
sources. Using tho ERI adjustment to· reflect lower-priced. source$ 
of marginal generation cap,acity is also consistent with the 
eonception of the combustion turbine as the maximum short4ge eost. 

Some parties have criticized the ERI for its 
volatility. We share these parties' eoncern that this volatility 
is undesirable when it affocts rates. Taking tho six-year average 
ERI suqgested by ORA for use in revenue alloeation and rate design 
provides not only rate stability, but also, a reasonable balance 
between long-run and short-run assessments of the need for and cost 
of generation capacity: 

The values for the six years of ERIs for this 
proceeding should be derived from the long-term resouree plan. The 
average of the ERIs for the six years beginning with the test year 
is 0 .41S..In future proceedings, the most recently adopted series 
of ERIs should be used to calculate the average ERl used in revenue 
alloeation and rate design. 'the BRPU proceeding will likely be the 
primary souree of future series of ERI projections. 

We eonclude that it is appropriate to adjust the . 
full annualized cost of a combustion turbine ~f $56.17/XW-yr •. by 
the six-year average ERI of 0.418' to,' develop the inarginal 
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generation c.apacity cost of, $23.4S!kw'-yr. used for revenue 
.allocation and rate des,i9U.'in this proceeding_ 

2. M9X9in91 Tran8m£~3iori cap,etty cost! 
Marginal transmission capacity costs reflect the cost of 

serving an additional kW of demand .at the transmissi,on system"s 
peak~ 

DRA and PG&E agree that this cost should be calcul.ated'by 
referring todat.a on, demand-related transmission additions and load 
growth for ten historical and five foree.ast years. ORA also agrees 
with PG&E's basic estimate of these costs of $32.19!kW-yr., which 
includes DRA's recommended treatment of large transmission 
additions and TORN's· proposals for changes to the 'general plant 
loading factor. ORA would add an adjustment for franchise fees .and 
uncollectibles, and PG&E does not oppose this addition to its basic 
figures. TURN appears to support this resolution. 

We will adopt $31.S0/kW-year, the costs agreed to by PG&E 
and ORA, as the marginal transmission cap.acity costs. 

3. ~naLDi."trlJ)ution C9paci.t,y; COGtf! 
Marginal distribution capacity costs are the costs 

required to serve an additional kW of peak demand on the 
distribution system. There are two components, corresponding to 
the primary and secondary distribution systems. The distribution 
system performs both a capacity or demand-related function and a 
customer access function. Oemand-related. costs are allocated to 
marginal capacity costs, and costs required to provide a customer 
with access to the system are allocated to margiMl customer costs. 
The distinction between these two functions is not clear, since the 
same equipment can serve both functiOns, particularly at the 
secondary distribution level. Allo~atin9 costs.between these 
functions. can become controversial, and the disputes About this 
allocation ar~ addressed in the discussion of both marginal 
capaci ty and marginal customer costs. r . 

- 202 -



• 

.' 

• 

A.88-12-005" :I _ 89-03-033 ALJ /GLW ,B'rC/ jC AL'l'-COM-SWH 

a. !e'rginal PriNA!' Distribution Cepacity Costs 
The p:~ aist:ibution system includes substations, 

towers, poles, and pr1ma:yconductors. 
Both DRA and PG&E treat primary distribution costs as 

demand-:elated costs_ ORA and TURN have accepted PG&E~s final 
estimate of $5,2 _ 54 /kW-y:: ., whieh includes DRA' &- Adjustment for 
customer contributions and :eflects recent chAnqes in FERe's 
allocations of certain equipment between the p:imA:y and second4:y 
distribution systems (see '1!r. 58:6314-631S). 

ACWA Argues that marginal primary distribution costs 
should be differentiated between overhead and underqround service. 
ACWA contends that the costs of providing underqround service are 
about double the costs for overhead service. Acw.A recommends, for 
eX4mple, that the $S2.54/kW-yr. figure advocated by ORA and PG&E 
should De ~roken up into a overhead cost of $39.80 and an 
underground cost of $79.60. 

CFBF supports ACWA'S position on differentiating between 
overhead and underground installations. In addition, CFBF argues 
that the Commission should also distinguish retrofits cAused by the 
encroacbment of urban ana suburban areas into Areas that were 
formerly' primarily agricultural. CFBF submits that the increased 
costs caused by these retrofits--both the di:ect costs of the 
equipment and the shortened useful life of exi&tinq equipment-
should De separately identified and allocated to the clAsses that 
are responsible for the need for the retrofits. 

We will adopt a marqinal pr~ry distribution capacity 
cost of $S3.00/kW-yx-., which reflects FF&t1 adjustments to the basic 
figure of $52.54/kW-yr. recommended:by PG&E and DRA.. We 
acknowledge r as ACWA ana CFBF urqe, that overhead and underground 
costs are likely to differ, but we do not endorse the figures ACWA 
reconunends. As PG&E pointed out, ACWA~s figures a:re de:cived from 
ratios that PG&E developed for customer access equipment, and it is 
illegitimate to' apply these ratios to, demand-related equipment 
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without further jU8tification. The differential in distribution 
costs for overhead versus underground equipment may also be 
counterbalanced by differences in the length (and thus the cost) of 
distribution lines associated with overhead and underground 
facilities. 

Similar complications make us reluctant to, adopt CFBF's 
argument about retrofits of existing primary distribution 
facilities. In addition, CFBF did not present any evidence about 
the level of the costs that it would hAve us allocAte to other 
classes. 

These and other issues are currently under investigation 
at the instigation of the Legislature (Tr. 29:2981-2982), and we 
should not attempt to' anticipate the results of that study at this 
time. 

b. Xllrqinal secondary Distribution capacity; Cost, 
Equipment on the secondary distribution system includes 

final line transformers, seconciary conductors" service drops, and 
meters. PG&E believes marginal secondary distribution costs have a 
demand-related component that should be reflected in marginal 
capacity costs. PG&E calculates thi8 demand-related cost to be 

$6.S1/kW-yr. ORA denies that any of the marginal second.uy 
dis·tribut.i.on costs are related to cApac.i.ty; ORA views all mArginal 
costs associated with the secondary distribution system to be 

customer-related.. 
PG&E argues that occasionally actual load growth on a 

distribution circuit can exceed forecasted load. growth. In such 
instances, PG&E must make upgrades to the distribution system to 
meet the increased demand, even though the distribution equipment 
has not reached the ond of its useful life. PG&E 8tates that 
things like the introduction of new appliances can cause these 
problems, which are manifested in dimming of lights and Similar 
effects. Whenever possible" PG&E seeks to, identify the individual 
customer or customers who caused'the unanticipated growth; for 
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example, a customer who adds A swimming pool pump CAn be 
specifically identified. When increased demand can De' trAcked to A 
specific customer, PG&E will seek to recover its added eosts 
through A facilities eharge. However, in some instanees, An 

unexpected increase in load cannot be attributed to a particulAr 
customer. PG&E views these upgrades as marginal seeondary 
distribution capacity costs. 

DRA thinks all marginal secondar,y distribution costs are 
customer-related. Part of determining the size of a distribution 
circuit, DRA argues, is anticipating load growth over the useful 
life of the equipment. Marginal costs shoulc1 be based on mode~ 
equipment and customer consumption patterns, so any load growth 
that exceeds historical rates should be taken into ACCOunt in the 
sizing And the costing of the marginal distribution eqUipment~ 
Since a rat~onal planner will not plan for unanticipated growth and 
for upgrades before the end of the useful life of the distribution 
equipment, DRA believes that as a matter of definition the cost of 
the upgrades described by PG&E are not marginaX costs. 

ACWA Agrees with DRA that all marginal secondary 
distribution costs are customer-related costs. TORN thinks PG&E 
has not adequately supported its estimate of these costs. 

This issue blurs the boundary between'theory and 
practice. DRA has correctly stated the theoretically correct 
approach to marginal cost determination, but PG&E has pointed out a 
practicAl l~i~ation to that theory. Sizing of a secondary 
aistribution circuit involves estimates that are somewhat based on . 
averages--average customer growth, average on-peak consumption, 
etc.. Even a cautious. approach to sizinq distr~ution equipment 
will mean that peak demand on some circuits will exceed the 
reasonable expectations of planners. PG&E could size its 
distribution equipment so that upgrades were n~,er needed, .but that 
practice would result in unnecessarily expensive distribution 
equipment for nearly all secondary circuits. ~G&E's marginal eost 
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estimates could also be based on equipment that would never require 
upgrades, but that assumption would result in a distorted picture 
of PG&E's actual planning process. 

We are most comfortable viewing PG&E'S proposed marginal 
secondal::j"" d.istribution capacity costs as a meAsure of variance, of 
the extent to which planning secondary distribution circuits on the 
basis of averages results in some undersized circu:i.ts. If PG&E's 
explanation'of the reasons for these upgrAdes is accurate, then 
these costs are properly classified as capacity costs, reflecting a 
growth in demand not related to growth in the number of customers. 
This figure should never become very large, because, 4S DRA points 
out, anticipated load growth should constantly be revised to 
reflect recent trends and experience. 

For these reasons, we will accept PG&E's estimate of 
marginal s~condary distribution capacity costs of $&.81/kW-yr. 
When adjusted for FF&O, the adopted cost is $6.87/kW-yr. We also 
agree with ORA that this figure should be examined in the next 
general rate case and that, as background to, that examination, PG&E 
should perform a study on the expected need. to upgrade modern 
distribution fAcilities because of load growth. 
c. Jfllrginal Customer C08:tQ 

Marginal customer costs are those costs incurred to 
establish and maintain customers on the electr:i.e system, and they 
include investments- in distribution equipment needed to provide 
customers access to the system, operation and maintenance costs 
related to this equipment, materials and supplies, working cash 
capital, and customer accounting costs, such as meter reading, 
billin~, and. bookkeeping. 

We will discuss some general issues before addressing 
issues related to the customer costs of specific customer classes. 
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1. General Issues 
a.. General Approach 

In 0 .. 86--08-083, we considered the issue of 1DcU'ginal 
customer costs and directed' PG&E and ORA "to analyze nondedic6teci 
distribution equipment for access versus demand function~ 
(mimeo. p. 52). 

PG&E's ~esponse assumes that the pr~ function of the 
seconda~ distribution system is to allow the customer access to 
PG&E'5 system. PG&E consequently assiqns the costs of the 
seconda~ distribution system, up to and including the final line 
transformer, to customer costs. PG&E gathered the costs used in 
its estimAtes from its Compute~-Produeed Estimating System 
(COMPRESS). PG&E uses COMPRESS to estimate the costs of field 
installations, and the COMPRESS data :base includes the current 
prices for the facilities included in its customer costs. 

customers 
classes. 
basis. 

Certain facilities, such as transformers, may serve 
from both the residential and small light and power 
PG&E allocated the costs of such facilities on 6 pro rata 

ORA used a similar approach. ORA's initial criticisms of 
PG&E's approach were largely accepted by PG&E·, and PG&E's fiMl 
recommendations (Exhibit 84, p. 190; see Exhibit 16-8) incorporate 
many suggestions offered by ORA and other parties. 

We find the general approach followed by ORA and PG&E to 
:be reasonable, and we elaborate on some of the details of this 
approach and on remaining differences in the following sections. 

b.. '.l'O'R1!' IS Corrections ' 
TURN also pointed out that the estimates of customer 

accounts and collections costs included three different errors 
totaling abou't. $1&,500,000. PG&E and ORA have accepted tbese 
corrections and incorporated them into· their revised marginal 
customer cost estimates.. We agree with 'rORN that these c:osts were 
improperly inc:luded in PG&E's initial figures • 
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c. secondary Di§,trJ.bgtion Oil Costs 
DRA allocates all of the O&K costs related to final line 

transformers" seconda:y conductors, service drops, and meter~ to 
customer-related costs, consistent with the classification of 
secondary distribution costs mentioned in the discussion of the 
general approach. PG&E allocates a portion of these O&M costs to 
demand-related eosts. 

We have previously determined that a small portion of 
marginal secondary distribution costs should be allocated to 
capaCity. It follows that a proportionately small part of 
secondary distribution O&M costs should be allocated to capacity. 
The remainder and the bulk of these O&M costs should ~ allocated 
to marginal seconda:y distribution customer costs. 

2. MArginal Cu8t9gQr costs for Specific Cgstg!er Clos8gB 
A. Rep-!-dentitl. Agrl£Qltu;;al. and 5,Hll Light and Power 

PG&E initially proposed to use the cost of new business 
to estimate customer costs. This approach looks at the current 
costs of connecting customers to the system. ORA pointed out, 
however, that for many customer classes, this approach would lead 
to great distortions. Many new residential customers, for example, 
are served through underground facilities, but many existing 
customers have less expensive overhead service.. DRA. argued that 
many different features of the standing stock of facilities ~ount 
to different services, even within the same customer class. 
Examples of these different services include underground versus 
overhead facilities, single versus multifamily dwellings, different 
transformer sizes, and single versus three-phase service. ORA. 

believes the customer costs developed for the residential, 
agricultural, and small light and power clAsses, in particular, 
should reflect the existing composition of these distinctive 
services .. 

As a corolla:y to- its ~tandinq stock approach, ORA adds a 
3%· VAcancy factor to, customer-related, investments. This Adjustment 
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is appropriate, ORA believes, because at any qiven ~ime, customcr
relatod equipment is available and ins~alled ~o serve more 
customers than those actually receivinq service. 

PG&E accepted ORA~s points and revised its marginal 
customer costs accordingly. ORA and PG&E now agree that marginal 
customer costs should reflect the characteristics of typical 
installations in the standing stock of existing installations for 
the residential, agricultural, and small light and power customer 
classes. TORN, erBr, and ACWA also support this position. 

CMA argues that a true marginal cost should be derived 
from the current coats of a minimally sized distribution system as 
a measure of access-related (but not load-related) distribution 
facilities. CMA was unable to develop its own estimates of these 
marginal customer costs, but developed its recommendation from the 
analyses o~ ORA and PG&E. 

As we understand the positions of the parties, the 
standing stock approach attempts to develop costs that reflect 
certain characteristics of the existing system. In partiC'.1lar, ORA 
developed cost distin~tion8 between overhead and underground 
facilities, single and multifamily dwellings, different transformer 
sizes, and single and three-phase service for these customer 
classes. ORA :believes these distinctions are valid for purposes of 
marginal cost pricing because they represent what a competitive 
market would treat as separate products. 'the costs that ~re 
Applied to these d'ifferent types of facilities Are developed by 

applying a real economic car~ing charge to current unit investment 
costs. 

CHA's apprOAch would attempt to develop for each customer 
ClASS the minimum distribution investment needed to provide a 
customer with access to the system. All o~her distribution costs 
would be allocated to deDl4nd. The mix offaeilities would reflect 
the equ1pment used in adding customers to the system. 
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CMA has attempted to portray the standing stock approach 
as contrary to marginal cost principles. As we understana the 
competing approaches, however, the standing stock approach is used 
only to develop the appropriate characteristics of customers within 
a class. The costs that are applied to· these characteristics AX'e 
based on a marginal cost approach, the application of a real 
economic carrying charge to current unit investment cost to develop 
a simulated rental value for the equipment. We have previously 
addressed similAr issues in :O.8a-12-08'5, and we AgAin conclude that 
use of the standing stock approach to develop' the characteristics
of customer costs is consistent with Dl4rqinal cost principles.. The 
standinq stock approach supported by DRA and PG&E should used to 
develop investment costs for the residential, agricultural, and 
small light and power classes. 

b. Hedium· Light mld Power and PriJaaxy and SecoDda:cy 
V0ltllqe Levels of Larqe...Light and Power 

PG&E's estimates of the marginal customer costs for the 
medium liqht and power class and the primary and secondary level of 
Schedules E-19 and E-20 are consistent with our decision to 
allocate the bulk of secondary clistribution O&M costs to marginal 
customer costs. We will adopt PG&E's revised marginal customer 
costs for these classes, as shown in Exhibit 84, p. 190, adjusted 
for DRA's recommended vacancy factor and FF&U. 

costs 

c. TrM81D.isUon Leyel OfLarge Light and Power 
PG&E based its estimate of transmission level customer 

for Schedules E-19 and E-20 on recorded data from 26 job 
estimates of transmission level customer connections. The 
estimates included the costs of dedicated transmission line 
extensions, which PG&E argues are necessary to provide such 
customers with access to its system. ~he resultinq estimate is 
$118,832.37 per customer-year. 

After other parties objected that the costs of dedicated 
line extensions do not reflect the costs of providinq access to· 
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typical customers, PG&E supplied information on what its costs 
would be without such extensions '" DRA supports this ~evised figure 
of $49,777.25 per customer-year, in lieu of its admittedly rough 
original esttmate. 

CMA criticized PG&E's original study. because of the wide 
variation in individual, job cost estimAtes--from $40,000 to over 
$l,OOO,OOO~ CMA pointed out that the application of PG&E's line 
extension rules, which vary the payments required from customers 
depending on expected revenues, mAde PG&E's esttmates unreliable. 
CMA supports ORA's original estimates (which ORA. has now withdrawn) 
because the estimates excluded the costs of transmission facilities 
dedicated to specific customers. 

CLECA also objects to PG&E's inclusion of transmission 
line extensions in its estimates of marginal customer costs", The 
size of a l,ine extension depends on the customer's demAnd, and thus 1 
the costs of line extensions are inappropriate for a study of 
customer-related cos'ts, according to CLECA. In addition, PG&E's 
study was flawed because it considered only 26 jobs, with a wide 
range of costs, over a period of 11 years, and the costs of earlier 
jobs were escalated without consideration of whether the escalated 
costs correspond to current marginal costs. In response to CLECA's 
questions, PG&E lowered its O&M and A&G components, but the revised 
marginal customer costs figures still include the costs of line 
extensions~ CLECA supports ORA's original figure as being more 
representative of typical transmission level marginal customer 
costs. 

We agree with many of the parties that the costs of 
customer line extensions should be excluded from the calcul~tion of 
transmission level marginal customer costs. Although we continue 
to have reservations about the hases of PG&E's cost study, we will 
adopt the revised figure that arose from this study, $49,777.25 per 
customer-year, adjusted' for FF&U, as, a reasonable estimate of 
transmission level 'mArginal customer costs. ORA now endorses this 
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figure, and ORA.'s earlier estimate, which CMA and CLECA support, 
was based on a very rough estimate. The revised figure has the 
most support on the record in this case. 

d. Street1ighSipq 
PG&E contends that no mArginal customer costs shou14 be 

adopted for the streetlightinq class. PG&E prefers, beCAuse of the 
complex combinations of PG&E versus customer ownership that 
permeate this class, to incorporate all customer-related costs in 
facilities charges for specific schedules. Because-of the 
diversity of ownership arrangements within this class, PG&E 
believes that no· average es.timate of marginal customer costs can 
accurately reflect the characteristics of this class. 

Cal-SLA argues that marginal customer costs should be 

adopted for those elements of the streetliqhting rates that are 
cU8tomer-r~lated and are common to all types of streotli9hts. 
These costs· include the costs of accounting, billing, and 
transformers serving streetlights,. according to CAl-SU. CAl-SLA 
recommends that service connections should be ~reated as 
f~cilities-related,.. rather than as customer-related,. because 
customers on Schedule LS-2 own their own service connections and 
ore not charged ~y PG&E for this service. C41-SU excludes service 
connections because it believes only costs common to All types of 
streetliqhts should be designated os customer costs.· 

ORA is in partial agreement with Cal-SLA. ORA agrees 
that certain costs common to all streetlightinq customers should De 
treated as customer-related. DRA aepears to differ with C41-SLA 
about the treatment of service connections. ORA's recommended 
treatment ~ould depend on the ownership of the service connection. 
The service connections for customers on Schedule LS-l are owned by 
PG&E, and their costs should be included in marginal customer 
costs. On the other hand,. customers on Schedule LS-2 own thei:r own 
service connections, and these costs should not be included ~n the 
ca'lculation of marginal customer costs. 
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For purposes of marginal cost, we conclude that ORA's 
approach will most accurately reflect the marginal customer costs 
of the streetlighting class.. PG&E's reliance on facilities 
charges, while administratively simple, ignores the common and 
clearly customer-related costs like billing and customer 
accounting. Cal-SLA's approach is very similar to ORA"s, but it 
elects to treat the costs associated with PG&E-owned service 
connections like special facilities, rather than as custo.mer
related costs, even though a substantial portion of the class 
receives service through PG&E-owned service connections. ORA's 
position is in some ways the flip side of Cal-SLA's, but it has the 
44vantaqe of covering the common customer-related costs while 
excluding the costs associated with customer-owned service 
connections from the calculation of marginal customer costs for the 
class. Th~s approac~ should come closest to reflecting the 
customer-related costs of this diverse class. We agree with PG&E, 
however, that the CUGtomer accounting costs developed 1n the 
streetlight facility cost study are more accurate than those used 
by ORA. The customer accounting costs of the streetlight facility 
cost study should be used to develop marginal customer costs for 
the streetlighting class. 
D. JlarQ'iMl Energy Costs 

Marginal energy costs measure the change in the total 
operating costs of an electric generation system when the demand 
for energy changes incrementally' or docrementally. Both PG&E and 
DRA submitted complete presentations on marginal energy costs, and 
TORN raised some issues concerning the details of the calculation. 

1. Model Differences 
Both PG&E and ORA base their presentations on marginal 

energy costs on the zero-intercept method and the results. of 
production cost simulAtion models. PG&E's preferred model is 
PROMOD 27.9; ORA prefers ELFIN 1.7. Both pArties concede that the 
choice of models had little effect on their eventual 
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recommendations on marginal energy costs. PG&E, for example, 
states that when its preferred assumptions are used, the two models 
differ by only about 1.8t annually and 4 .. 5% ~y rating' period.. The 
resource plans that underlie the assumptions appear to make much 
more difference than any differences in the models themselves. We 
conclude, as we have in other recent cases (~, D.88-11-052), 
that both models are acceptable for pu-~ses of calculating 
marginal energy costs. 

2. Sin" Demand Chug9s 
a. EositioD8 of the .parties 

One of the primary- components of marginAl enerqy costs is 
the forecasted cost of natural gas. No party disputes that natural 
gas will be PG&E's marginal fuel for a sUbstantial portion of the 
test yoar. PG&E supporte DRA's recommendation to use the commodity 
cost of gas to develop the marginal enerqy costs. The commodity 
cost is the price paid to gas producers. 

TURN argues that us.inq only the commodity cost 
understates the true cost of gas and the resulting marginal energoy 
costs. The total cost of gas should also include demand and 
transportation costs in addition to· the commodity cost.. The demand 
cAArg'e is the cost of access to· the gas pipeline and storage 
system, and the transportation charge is the cost of transporting 
the gas to the utility. 

TURN believes that the premise behind DRA~s position is 
faul ty. DRA. asserts that gas dem41ld and transportation chArges are 
not avoidable when gas consumption is reduced. These charges, 
however, have a forecasted component that varies with changes in 
the forecasted quantity of purchased gas, and all of the Tier 2 
transportation charge is. based on the volumes of gas being 
transported.. Thus, it is possible to quantify chAnges. in 

transportation and demand" charges associated with changes in 
consumption of gas. 
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In every recent decision considering the proper gas price 
to use for calculation of marginal costs,; the Commission MS used ./ 
an average cost of gas, sometimes represented by the utility V 
electric generation (UEG) rate, according to TORN. TURN views 
ORA's recommendation as illogical and a departure from precedent. 

TORN favors use' of long-run marginal costs for revenue 
allocation and rate design because these costs give consumers the 
best information on the costs of conservation or consumption. But 
even if the Commission adopts short-run measures, it should include 
the demand and transportation costs t~ arrive at an accurate 
measure of marginal energy costs. 

ORA responded to some of TORN's criticis~ in its opening 
brief. ORA proposes an alternative approach that would view demand 
charges as avoidable over a Six-year periOd, the same time frame 
ORA uses t~ evaluate the need 70r capacity in its ERI 
recommendation. In its alternative position, the average of the 
avoidable diseounted demand eharges from 1990 through 1995 would be 

included in the marginal energy eost calculation. 
In its opening brief, ACWA proposed an approach similar 

to ORA'S alternative. ACWA believes that long-run trends in the 
price of gas should be reflected in marginal energy costs. ACWA 
recommends that if the Commission accepts ORA's approach to 
marginal energy costs, it should adjust the resulting values for 
ORA's forecasted convergence between the marginal and average costs 
of gas by 1996·. ACWA would accomplish this adjustment, which would 
apply for cost alloeation purposes only, by reflecting one-half of 
ORA's current calculation of the difference between the average and 
dispateh costs of gas as a percentage of the average gas price over 
six years, beginning in 19'90. 

b. pi.scu8sion 
It is apparent from the extent of the dispute on this 

issue that the question of how to' define marginal gas costs under 
our new regulatory structure is still undecided. The gas utilities 
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filed studies of marginal costs that were surprising in their 
diversity, and we have yet to face the definition of marginal costs 
for gas directly·. 

ORA's approach seems to be qrounded in the notion that 
only those costs that vary on tbe margin during the test year 
should be considered in calculating marginal energy costs. This 
definition of marginal costs is too· strict in light of our 
decisions on other components of the cost of gas. 

As TORN pointed out, our decision on the costs that are 
avoidable by OFs, 0.88-07-024, used a broader approach. In that 
decision, we determined that generation by OFs. allowed the utility 
to avoid all of the components of the UEG rate except for customer 
costs. The transportation charge and the demand charge were deemed 
to be avoidable, because they were allocated on the basis of the 
volumes th~ utility, as a UEG customer, was forecasted to purchase. 
Decreases in the gas needs of the utility would be reflected in the 
annual allocation of these costs. Thus, for any period of more 
than one year, these costs would vary with the quantity of gas 
purchased .. 

We recogn1ze the qreat differences between marginal costs 
and avoided costs (0.8-8-07-024, mimeo. p. 21; 0.88-03-079·, mimflO. 

pp. 21-34), and TURN's citation to precedent is not nearly as 
compelling as 'l'ORN portrays it.. At the current time,. however, it 
appears that the formula adopted for avoided costs in 0.8~-03-07g 
is the best available estimate of marginal gas costs for.any 
period longer than the very short term. For the purposes 'of this 
rate case, we will define the gas portion of marginal energy costs 
to be identical to tbe definition of avoided costs in 0.88--07-024: 
all components of the OEG rate except customer costs (See 

0.89-09-09·9, mimeo. pp. 17-21) .. 
The formula adopted in 0.88-07-024 was ~ubject to ~~y of 

the doubts· that we still harbor about the accuracy of the adopted 
approach, and the method we adopted' then was designated as an 
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interim method. We stated in 0.88-07-024 our desire to revisit 
this issue when we had completed our analysis of marginal costs. 
Although our analysis has been delayeel somewhat, this. conclusion 
also applies in this case, and with added emphasi$ becau$e our 
express purpose is to- define mArginal energy costs. Thus, the 
method we adopt here should also be considered interim and subject 
to rovision when we develop better approaches to defining marqinal 
costs for natural gas. 

3.. MOx Adder 
A. RositiOM of theyarties 

TURN proposes that the marginal energy cost calculation 
should reflect the cost to society of the oxides of nitrogen (NOx) 
produced by power plants that burn fossil fuels. Express.ing these 
costs as an "'adder'" to marginal energy costs also quantifies the 
societal be~efit of reducing NOx emissions, according to TORN. If 
the price of electricity more accurately reveals the societal cost 
of generating power, consumers will be better able to chose to 
consume or conserve electricity. 

TURN relies on the theory of revealed preferences to 
quantify the coste of NOx. Onder this theory, the value of 
reducing pollution is assumed to, be at least as qreat as the costs 
of controls to reduce the emissiOns. TURN bases its estimate on 
certain standards developed by appropriate air quality management 
districts and the best available technology to meet those 
standards. The resulting figure, $18:,,900 per ton of NOx reduction, 
i8 then related to, production at PG&E'S power p1aIlt to arrive at a" 
total chanqe in NOx emissions, which is then distributed on a cents 
per kWh basis. 

PG&E opposes TURN's proposal on several grounds. First, 
PG&E contends that TURN's proposal requires the COmmission to break 
with its precedent and to recognize a8 a mArqinal cost a cost that 
is not actually incurred by PG&E in operating its system,. Seconci, 
PG&E believes that a piecemeal consideration of the external costs 
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of produc~nq e1ectr~city would be distorted. (External costs or 
externalities are societal costs not directly reflacted in the 
price of a good or service.) Third, TORN's proposal could have 
unintended effects, such as encouraging industries to-move to areas 
where no such adder was in effect. 

ORA. also opposes TORN's proposal.. ORA ~s concerned that 
consideration of only the NOx externality would interfere with a 
more comprehensive consideration of externalities that has :been 
scheduled in connection with the Biennial Resource Plan Update 
proceeding. 

CMA rejects TURN's proposal because it :believes that 
adding one external cost to marginal energy costs while holding the 
total revenue requirement constant merely distorts rate deSign 
without sending ratepayers any economic siqnal about the cost of 
reducing N~x emissions. Thus, TORN's proposal results in a rate 
desiqn that. reflects less of the utility'S internal costs of 
production without the economic communication to ratepayers that 
TURN has cited to justify its proposal. Because the external cost 
of NOx reduction is not added to rates, TORN's proposal merely has 
the effect of increasing marginal energy costs and directly 
reducing other elements of PG&E's ma%'ginal costs.. The costs of NO" 
reduction is not internalized, and TORNrs proposal merely shiftB 
costs from one customer class to another, according to CMA .. 

FEA also rejects TORN's proposal. TURN has not 
adequately explained why the Commission should take this 
unprecedented step. In addition, the specific proposal TURN 
presented improperly aS8~qns fixed costs to variable energy costs .. 
FEA concludes that the proposal has numerous deficiencies and 
should be denied. 

b.. Discussion 
TORN has presented an interesting proposal for 

integrat~nq some of the external costs associated with generating 
electricity into· our ratemaking process... However, we share the 
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concerns of some of the parties that focusing on only one specific 
externality will be unbalanced and will lead to, distorted rates. 

CMA points out that constructing new generating plants or 
new transmission and distribution lines also has external costs, 
and focusing on only one element of marginal cost while ignoring 
others leads to distortion in the cost relationships among all the 
marginal cost components. Even if we narrow our focus to- the 
element, generation, that is the subject of TORN's proposal, it is 
obvious that the generation of electricity has many external costs 
and benefits associated with it. We prefer to take a more complete 
view of these various influences before incorporating them into the 
details of revenue allocation, as TORN urges. 

CMA makes another 1mportan't point. By incorporating the 
external cost of NOx emissions in mArginal energy costs, '!'O'RN"s 
proposal ac~omplishes only the shifting of costs among the various 
marginal cost elements.. The external cost TORN puxports to 
identify is not passed on directly to consumers, and the element of 
communication that 'l"O'RN cites as justif.:Lcation for its proposal is. 
extremely diluted. 

As ORA points out, we have scheduled a consideration of 
externalities in connection with the BRPO proceeding (I.89-07-004), 
and the CEC will also be considering the value of reduced emissions 
of air pollutants from utility plants over the next year. We 
prefer to wait for the results- of these investigations and until we 
have a more complete picture before we integrate these 
considerations into rates. We therefore will not adopt TORN's 
proposed NOx adder. 
E.. Conclusion-

Our adopted marginal costs are set forth in Appendix H. 
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VIII. Revenue Allocation 

In recent years, ~e have pursued a goal of developing 
cost-based rates. When rates are fully based on costs, customers 
pay rates that are proportionate to· the costs the utility incurs in 
serving them. In determining a customer group's cost 
responsibility, ~e rely on the marginal costs of voU'ious components 
of service, as we have just discussed.. ~he emphasis on margiM.l 
costs is consistent with microeconomic theory, which holds that 
~hen buyers pay prices equal to the marginal costs of supplying a 
good or service, produetive efficiency and total welfare are 
maximized. 

Revenue allocation is an important step in the 
translation of ~rginal costs into rates.. During interclass . 
revenue allocation, we determine the cost of providing services to 
each customer class· and derive each class' proportionate 
responsibility for contributing to the utility'S overall revenue 
requirement. 

Interclass revenue allocation has two basic steps. 
First, marginal costs for various services are assigned to the 
classes in proportion to the demand each class has for the 
particular service. Next, this marginal cost-based revenue 
responsibility is adjusted to fit the exact revenue requirement 
that we developed in the results of operation section of this 
proceeding and in related proceedings. We will address the issues 
related to these two steps in order. 

In this decision, we address the revenue allocation and 
ra~e design for only PG&E's electric operations. Revenue 
allocation and rate design for PG&E's gas operations are considered 
in its Annual Cost Allocation Proceeding (A~)~ 

In this proceeding, PG&E proposes to split the existing 
large light and po~er class into· two n~ classes. The new E-20 
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class is for customers with maximum demands of 1,000 kW or more and 
includes Schedules E~20, E-24, E~2S; 'A-RTP-20, S, and special . . 

contracts with large eustomers. The new class E-19 eovers 
customers with maximum demands of 500 to 1,000 kW and includes 
Schedules E-19, A-RTP-19, and S. PG&E's proposal was unopposed, 
and revenues will be allocated separately to· these new classes. 
A. Dse of Marginal Costs in ..Bey;enue Allocation 

1. lntroduction 
After marginal costs are developed, they are allocated to 

the customer elasses and schedules according to the costs that the 
class or schedule imposes on the system. 'rhe parties lugely agree 
on basic principles of how to allocate the marginal costs we have 
developed to the customer classes. 

Marginal energy costs are attributed to a class or 
schedule a~cording to the daily and seasonal time of use energy 
consumption for the particular group of customers under 
consideration. Marginal customer costs are assigned to the class 
or schedule according to the number of customers in the group. 

'rhe allocation of marginal capacity costs is more 
complex. Marginal capacity costs are allocated to various customer 
groups based on the group's level of coincident and noncoincident 
demand. Coincident demand refers to- the amount of demand a 
customer or group- of customers places on the system at the time of 
the system's peak demand. Noncoincident demand refers to· the 
customer's or group· of customers' highest level of demand,. which 
may not coincide with the time of the system's peak. 

Because different portions of PG&E's system are sized to 
meet different functiOns, marginal capacity costs are allocated to 
match those functions. For example, with the exception of Acw.A and 
CFBF, the parties agree that the generation system is designed to 
meet peak demand, and marginal generation capacity coets are 
therefore allocated entirely according to the customer group's 
level of coincident demand. A particular secondary distribution 
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system, on the other hand, is sized nearly entirely to meet the 
highest demand of the customers it serves, regardless of when that 
demand occurs. The marginal costs of secondary distribution are 
therefore allocated on the basis of the customer group's level of 
noncoincident demand. 

Allocations of marginal transmission and pr~ 
distribution capacity are not so straightforward. The transmission 
system is primarily built to meet peak demAnd, but a portion of the 
transmission system is sized also to meet the noncoincident demAnds 
customers pl~ce on the transmission system. The pr~ 
distribution system is sized mostly to meet the noncoincident 
demand of the customers on a particular distribution system, but 
coincident dew:.nd also plays a large role selecting the equipment 
for these distribution systems. The exact allocations of marginal 
transmissi~n and pr~ distribution capacity costs according to, 
coincident or noncoincident demand were issues in this case. 

2. c"lc;:ul".tion of Class Coineident....l?emMds 
ORA recommends that class coincident demand£ for 1990 

should be estimated using historical load factors derived from 
1985·, 1986" and 1987 load data, weighted by PG&E's hourly 
generation loss of load probability (LOL?) forecasted for 1990. 
ORA also recommends that each class' hourly loads for each of the 
historical years should be scaled so that multiplying each year's 
hourly percentage times PG&E's expected system loads for the test 
year produces the test year's sales forecast. ORA states that this 
correction is necessary to overcome implicit assumptions that new 
customers have the same usage characteristics as existing customers 
and that 1987, a drought year, was typical. To adjust the 
resulting system demands to get the expected 1990 system peak, ORA 
recommends scaling up the coincident demands by a factor equal to 
the forecasted 1990 system peak demand' divided by the 1990 LOLP
weighted system peak demand'.. This adjustment is necessary because 
LOLP-weighted average demands are the average of several hours of 
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system demands, and only the hour with the highest demand is the 
system peak. The average will therefore be lower thAn the actual 
system peak, and use of an unadjusted average will underallocate 
marginal capacity costs. 

them. 
3. 

PG&E agrees with ORA's recommendations, and we will adopt 

Allocation of Marginal Gene"~1on CApacity Coe;ts 
ACWA argues that marginal generation capacity costs 

should be allocated ~a8ed on a combination of COincident demand and 
daily cycling capacity. Daily cycling capacity is a measure ACWA 
developed to express the notion that a portion of marginal 
generation capacity costs is caused by daily load fluctuations as 
the customer classes increase, then decrease, their loads. ACWA 
contends that this daily cycling increases O&M costs and decreases 
a powerplant's useful life. 

ACWA quantifies the daily cycling capacity cost as 
$4.14/kW, derived from ORA's and PG&E's showings on O&M cost. When 
this figure is multiplied by the LOLP-weighted coincident demand, ~ 

the result is a total daily cycling cost "of $48,900,000. 'rh.is v' 
total cost is allocated to the customer classes at the rate of 
$ll.Ol/kW of daily cycling cost. 

ORA opposes ACWA's proposal. ORA argues that ACWA failed 
to take into account the many factors, other than daily cycling, 
that can affect O&M costs, and ACWA has presented no meth~ of 
separating the variable O&M costs due to cycling from those 
resulting from steady operation of a ~eneratinq unit. 

ACWA's proposal has not been adequately supported in this 
proceeding, and we will no~ adopt it~ We will allocate marginal 
generation capacity costs entirely on the basis of coincident 
demand, as other parties suggest • 
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4. COincident and RoncoiDcident ShDres of 
Tranmaission and PriJIWrry Distribution capacity; COsts 

A •. , DRA's Proposal 
ORA recommends adjusting noncoincident demands for the 

residential and small light and power classes to reflect the 
diversity of individual customers' demands at the final line 
trans·former. Noncoincident demand for a group of customers is 
usually determined by adding up the maximum demands of those 
customers, regardless of when that demand occurs, and is measured 
by the load on the final line transformers. For the residential 
and small light and power claeses, however, the final line 
transformer serves more than two customers, and it is unlikely that 
the customers" demands will all peak at the same time. Thus, the 
diversity of the customers' maximum demandc should be reflected in 
the noncoincident demand as measured at the final line tran&former. 

ORA criticizes PG&E's approach, which developed a measure 
of diversity called the transmission area load, the sum of max1mum 
demands on its transmission substations. ORA :believes this measure 
does not adequately account for loads on the subtransmission 
system, but the costs of the subtransmission system are included in 
marginal transmission capacity costs. ORA measures loads on the 
distribution substations, and recommends the following allocation 
of marginal transmission and distribution capacity costs: 

Coincident Non:Coineident 
Transmission 0.8750 0.1250 
Distribution 0.3543 0 .. 6457 
PG&E now appears to concur with ORA's recommendation. 

TORN concurs with ORA's recommendation for reflecting the diversity 
of the residential class. 

b. AM's Proposals 
ACWA argues that the allocation of primary distribution 

capacity costs should be ba8ed. on diversified. demancis., rather than 
a weighted combination of coincident and noncoincident costs,. 4S 
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recommended by PG&E and DRA. Although PG&E and DRA's approach 
reflects the diversity of demand for the residential and small 
light and power classes, this method is incapable of accounting for 
the diversity of the agricultural class. ACWA cites testimony that 
farmers have an inability, because of water delivery limitations 
and the demands of other aspects of agricultural work, to irrigate 
all fields at once. Therefore, no more than half of agricultural 
water pumps will operate simultaneously, according to ACWA. 

ACWA also relies on testimony about average maximum and 
coincident demand at PG&E's substations to develop its 
recommendation that marginal primary distribution system costs 
should be allocated 83.2% to COincident demand and 1&.8% to 
noncoincident demand to recognize diversity. 

In a related recommendation, ACWA proposes use of a 
diversity ~actor of 0.5 to, adjust the noncoincident demands for the 
agricultur",l class. This diversity factor reflects a typical 
agricultural customer's practice of irrigating only half of its 
fields at one ttme. 

CFBF supports ACWA's recommendations. Because normal 
farming practices prevent simultaneous irrigation of all fields, no 
more than 50-75%, of farming acreage will be irrigated at a time. 
'rhUS, PG&E's approach of merely summing up all installed demand on 
farms and ranches in its service area will overstate actual demand 
by at least 25%. CFBF believes that ACWA's- recommended allocation 
of marginal primary distribution capacity costs more accurately 
reflects the diversity of the agricultural class. 

DRA rejects ACWA's, recommendations because ACWA has 
failed to present convincing evidence to support its position and 
has neglected to recalculate the marginal primary distribution 
costs that result from its approach. 

PG&E opposes ACWA's approach on several grounds. First, 
ACWA has made two technical errors in developing its approach. 
More important, the basis of ACWA's recommendatioM--that 
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agriculture's diversity 1s not adequately reflected 1n the 
~lloc~tions--is ~ mi8under8tandin9~ Agricultural tr~nsformars, 
like those serving other classes except for th~ residential and 
small light and power classes, serve no more than two 4ccounts. 
Although a particular agricultural customer may have several 
accounts, no more than two accounts will De served by ~ given final 
line transformer. The maximum demand recorded 4t that tranzformer 
will reflect the actual demAnd drawn ~y the pumps on those 
accounts, regardless of whether other pumps on other accounts are 
operating at the same time. Thus, PG&E argues, the agricultural 
class' noneoincident de~nd is the sum of the mAximum demands of 
all the meters, not all the pumps. PG&E's c~lcul~tion of 
noncoincident demand for the agricultural class already reflects 
the diversity of multiple pumps served by the same account and 
measured by the same revenue and load research meters, and no 
additional adjustment is warranted~ 

c. Discussion 
PG&E's final argument against ACWA's suggestions is a 

strong onl3.. PG&E has consistently maintained thAt its final line 
transformers serve no more than two accounts, except for 
residential and small light and power customers.. Once it is 
understood that a single agricultural customer can have multiple 
accounts, it becomes clear that the diversity of the accounts is 
accurately reflected ~y measurements of maximum demand at the final 
line transformer. With only one or two ~ccounts served ~y ~ single 
final line transformer, the accounts' maximum, noncoincident demand 
will nearly always be identical to the demand at the final line 
trans.former. Even if more than one pump is served ~y a single 
account, the load recorded at the final line transformer level will 
accurately reflect the divers·ified demand of the equipment. 

As PG&E states, "The agricultural class' noneoineident 
demand is ••• the sum of the maximum' demands on all the meters, not 
the sum of the' demanG of all the pumps. Thus PG&E's agrieultural 
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class noncoincident demand already reflects the diversity of 
multiple pumps attached to the' ,same meter, so that no additional 
adjustment is warranted"' (Reply Brief, p. 178). 

We will not adopt the approaches suggested ~y ACWA. We 
will adopt ORA's recommendations for allocating marginal 
transmission and distribution capacity costs. 

S. Adjustment of GeXleratioD capaci.ty Costs to ~count 
for Reserye Margin Requirements 

ORA argues that marginal generation capacity costs should 
be increased' by the percentage of the target reserve margin. 
Because no generation unit is available all the time, an increase 
of one kW in demand requires a larger increase in generation 
capacity to meet that demand" according to' DRA. If the reserve 
margin is 20%" for example, ORA states that the required increase 
in generation capacity needed to meet an additional kW of demand is 
1.2 kW. Thus, in this example, generation capacity costs should be 

1ncreased by 20%, to, reflect the full cost of meeting an extra kW of 
demand. 

ACWA supports ORA's position. ' 
PG&E aqrees with DRA that an adjustment is appropriate 

when the ERI is at 1.0, indicating a need for Add1tional capAcity 
to meet the target reserve margin. When the ERI is less than 1~0, 
however, PG&E believes that no such adjustment is appropriate~ 
When the system has· excess reserves, an added ~H of demand does not 
require an increment to the reserve margin, since the existing 
resources are adequate to maintain a reserve margin above the 
target. Addition of a kW of demand may reduce the system's 
reliability slightly, but no adjustment to, marginal costs 1s 
AppropriAte. 

We are not persuaded that any adjustment for the target 
reserve mArgin should be made t~marg1nal generation capacity 
costs. 
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First, ORA's argument too glibly mixes the theoretical 
(the eombustion turbine/proxy used as a basis for marginal . . 
generation capacity costs) with the real (the target rese:ve 
margin, derived from the aetual or forecasted loads and resources 
of the system). ~his blending of the theoretical and the actual 
raises questions that undermine ORA's proposal. 

ORA's argument seems to turn resource planning on its 
head. If new generation capacity is needed, the amount of added 
capacity is not determined Bolely by the reserve margin. Rather, 
prospective new resources are considered from several perspectives, 
including overall ,cost and how well they match the system's needs 
for energy and capacity. The resouree eventually chosen may in 
turn have an effect on the reserve margin: a new generating plant 
mAy be more reliable than the existing mix of resources and may 
permit a d~crease in the target reserve margin. The extreme 
illustration of this notion oeeurs if the added eapacity is a power 
purehase for whieh the selling utility provides all of the 
necess4ry reserves to back the sale. 

This mixing of the theoretical and actual also seems to 
have a great potential for overestimating and overvaluing marginal 
generation capacity costs, at least under present circumstances. 
As we discussed in connection with the issue of modifying 
generation capacity costs by the ERI, the combustion turbine proxy 
may not always reflect the utility'S actual options- for adding 
capaeity. If use of the proxy already overstates marginal costs, 
then increasing those costs by the target reserve margin amplifies 
the distortion. 

We also find some validity to PG&E's point that when the 
utility'S reserve margin is well above its target reserve margin, 
an inerease in demand does not require any Adaition to :eserves~ 
~his comment points out anothe: aspect of the problems. of combining 
a proxy with actual reserve margins • 
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PG&E's comment also exposes ORA's implicit assumption 
that the system is balanced between demand and resources (including 
the reserve margin) w~en the change in demand oecurs~ For example, 

.-
if we assume that the utility's 'system has resources of 100 MW over 
its target reserve margin, then an increase in demand of one kW ha$ 

no effect on the system's capacity costs. Similarly, if the system 
needs 100 MW to meet its target reserve margin, an increase of one 
kW of demand still leaves the system with a substantial need for 
additional capacity, with a marginal cost of additional capacity 
that is unaffected by the small change in demand.. Only if the 
system is in equilibrium between supply and demand would ORA's 
precise adjustment come close to reflecting the actual 
circumstances of the system. 

These comments demonstrate that we have many unanswered 
questions. about ORA's proposal. 1:hese questions have not been 
addressed; in this ease, and we therefore decline to adopt the 
adjustment ORA proposes. 
B. Caps and Floors 

In recent years, we have repeatedly stated our intent to 
allocate revenue among the customer classes based on an equal 
percentage of marginal cost (EPMC). The EPMC approach first 
calculates the revenues that would result if each customer class 
paid prices equal to marginal costs for the services the class 
requires. Because the resulting marginal cost revenues rarely 
equal the utility'S revenue requirement, the marginal cost revonue 
must be adjusted to equal the revenue requirement for the system. 
This same percentage change is then applied to the marginal cost 
revenues for each individual customer class in order to derive the 
EPMC revenue allocation for that class. Although we have moved 
toward an allocation based on EPMC, several classes still remain 
substantially above or below their EPMC levels, and we have 
moderated our pr09'ress toward EPMC to- avoid disruptive rate 
effects. 
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In this case, all parties endorse the EPMC approach, with 
limits (caps and floors) to moderate the rate effects on p~iculAr 
classes. The parties ciiffer, however/, on the levels of appropriate 
caps and floors, and our ciiscussion will accorciingly focus on the" 
parties' reasons for acivocating their favored levels of caps and 
floors. 

1. 2:be Parties' P08itionl 

4. RGiI 
PG&E believes the level of the caps or floors should 

relate to the level of the revenue increase for the overall system. 
When increases are small, the Commission has an opportunity to 
bring the classes closer to EPMC without disproportionate rate 
effects on any single class. When increases are large, the 
interest of rate stability overwhelms the desire to reach full 
EPMC, and ~lower progress toward EPMC is justifieci. 

PG&E therefore relates its recommendations for caps and 
floors to the overall system average percentage change (SAPC) in 
revenue requirement.. When the overall increase is 5·% or less, the 
change for a particular class is bounded'by the SAPe plus. or minus 
5%. When the system increase is more than 5%, changes are limited 
to SAFC plus or minus 2.5%. The Commission would have the 
flexibility to deviate from strict application of these limits to 
adjust for particular circumstances. 

PG&E argues that its proposal treats all customer classes 
fairly and equitably, unlike other parties' proposals with 
asymmetrical caps or unequal treatment of particular classes. PG&E 
also contends that its approach will promote rate stability by 
moderat.ing the effect of movement toward EPMC when revenue 
increases are comparatively high. 

CFSF supports PG&E's· scheme of cap~ and floors, 
especially as applied to' the agricultural class. 

Other parties criticize PG&E's recommendatioM. 
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ORA states that PG&E's proposals do not meet three 
criteria that ORA believes are important for revenue allocation. 
(.These criteria are dis/cussed in more detAil in the 8ec:~.ion on' 
ORA's proposals.) Certain inconsis~encies 9ccur if the SAPC is 
around 5·%: when SAPC is 4.5% the cap is 9 .s.%, but the cap is only 
8.0% when SAPC is 5·.5%. The signal to customers about what to 
expect in the future is unclear, because some classes receive 
increases even if an EPMC allocation would result in a decrease. 
Guidance for future proceedings is also missing,. since PG&E has no 
proposal for caps or floors when the system's revenue requirement 
decreases by more than 5%. 

TURN agrees with ORA that PG&E's system of caps is 
inconsistent and difficult to implement and will sometimes result 
in counterintuitive rate changes. 

~ECA argues that PG&E' s proposed pace for achieving an 
EMPC-based allocation is much too slow. Nearly 1~ iterations of 
PG&E's proposed revenue allocation process would· be needed to bring 
the agricultural class to full EPMC. PG&E's proposal does not 
bring a class up to· the cap even when the class' EPMC allocation 
exceeds the cap, an illogical result, in CLECA's opinion. CLECA 
also points out that slowing progress toward EPMC when overall 
revenue increases are large exacerbates the distortions of existing 
class relationships. 

Industrial Users also conclude that PG&E's proposal moves 
too slowly toward a revenue allocation based on EPMC. Even with no 
rate increase, PG&E's approach would leave the agricultural class. 
nearly 25·% short of its EPMC-based revenue responsibility, at the 
expense of other classes. In addition, PG&E's emphasis on symmetry 
ignores the many past asymmetrical allocations that led to the 
current distortions among the customer classes. 

Cal-SLA criticizes PG&E's proposal for the slow pace of 
its progress toward en allocation based on EPMC. For the 
streetliqhtinq class, PG&E's proposals would. require 20 years 

- 231 -



• 

• 

• 

A.88-12-00S, I.89-03-033 ALJ/GLW,B~C/jc AL~-COM-SWH 

before the allocation to the streetlighting class reachea its EPMC 
level. cal-SLA finas this pace unacceptable. 

b. P.M-
DRA's proposal for caps and floors depends on whether the 

system's revenue requirement increases or decreases. 
When the system's revenue requirement rises, increases 

for a particular customer class would be capped at 5% above the 
system's average increase. DRA's proposed floor would be no 
decrease, and no class that would receive a decrease under an EPMC 
allocation would receive an increase when the caps are applied. 

When the system's revenue requirement decreases, the cap 
for an individual class would be no increase, and the floor would 
be 5% below the system"s average decrease .. 

DRA believes its proposal for caps and floors reflects 
the Comm.i.ss.i.on's dec.i.s.i.ons in this area for the past three years. 
DRA deviates from the Commission's past rulinqs only in applyinq a 
uniform cap to all classes; ORA submits that the lower cap formerly 
applied to the agricultural class is no longer needed,. since the 
transition to new agricultural tariffs· has been completed. 

DRA also argues that its proposals meet three criteria it 
believes are important in revenue allocation.. First, the structure 
of caps and floors for revenue allocation should be free from 
inconsistencies and should apply in an understandable and 
unambiguous manner over a ranqe of revenue changes.. seeond, the 
structure should give customers clear signals aDout what to expect 
in future proceedings. ~hird, the structure should provide 
quidance for future revenue allocations. 

ORA believes its system of no increases when decreases 
would be dictated by an EPMC allocation helps avoid problems of 
public perception, which could occur when some classes get 
increases and others decreases. 

ORA makes en exception to· its. proposals for the 
streetlighting class.. Because of the SmAll revenue effect, ORA is 
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willing to allocate revenue to the streetlighting class on a full 
EPMC basis, which will result in a decrease in rates. 

PG&E opposes ORA's no-increase or no-decrease approach to 
setting floors and caps because PG&E believes this approach will 
lead to asymmetrical and inequitable revenue changes for different 
classes. PG&E also points out that ORA's approach makes little or 
no progress toward EPMC when revenue requirement changes are small, 
even though such cases are ideal times to make substantial progress 
toward the EPMC goal. 

'l't1RN opposes ORA's recommendations.. 'l't1RN believes ORA'S 
system of no increases ana no aecreases is rigid and will result in 
asymmetric revenue changes to different classes. 

CLECA thinks ORA's proposed pace toward EPMC is too slow. 
ORA's proposal has the illogical result of making no"proqress 
toward EPM~ when the overall revenue requirement change is small, a 
time when the Commission has normally ~en Able to make significant 
movement toward EPMC without undesirable rate effects. ORA's 
concern about pUblic perception does not outweigh the need to 

improve efficiency and avoid subsidies, and the Commission could 
counter this perception by making a clear statement of its intent 
to achieve a full EPMC-based allocation within a reasonable period, 
CLECA contends. 

Industrial Users think ORA's approach is better than 
PG&E's, but they note that anomalous results occur when revenue 
changes are relatively small. Industrial Users also find ORA's 
approach, like PG&E's, to be mechanistic and needlessly inflexible. 
Like CMA, Industrial Users think ORA weighs anticipated public 
perception too heavily in arriving at its recommendation. 

c. z.v.m! 
TURN recommends that the revenues allocated to individual 

customer classes, should be bounded by SAPe plus or minus 5%. TURN 
makes an exception for the streetlighting clas8 byproposinq the 
SAPe minus 10% should serve as the floor for any decreases to that 
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class. Under TORN's proposal, any revenue shortfall resulting from 
application of the caps would be spreaa on an EPMC basis to all 
classes not.receiving a capped increase,. includ'inq those initially 
receiving a capped decrease. 

'l't1RN contends that its proposal is clear, easy to apply, 
equitable to all classes, and consistent with the Commission's past 
practice for PG&E. A larger decrease to the streetlighting elass 
is acceptable to 'l'ORN :because of the class' extreme deviation from 
EPMC, its small size, ana its publie character. 

d • .Q0. 

CMA lists two primary question relating to caps and 
floors: how far should the Commission go to avoid rate shock and 
how should the costs of avoiding rate shOCk be borne by other 
eustomer classes? For customers now paying rates higher than those 
resulting from an EPMC allocation, CMA believes the central issue . 
is how much, longer they must subsidize classes with revenues at 
less than full EPMC • 

Xn considering these questions,. the Commission should 
commit itself to' a schedule for reaching'a revenue allocation based 
on full EPMC, CMA believes. Efficient planning for ~th the 
subsidized. and subsidizing- classes requires a knowledge of how mueh 
longer the subsidies will continue. CMA urges the Comm1ssion to 
reach a revenue allocation based on full EPMC by the next general 
rate ease for PG&E. To do that requires a focus on el1minatinq the 
subsidy to the agricultural class, whieh currently receives the 
largest subsidy_ CMA proposes removing half of the existing 
subsidy to- the agricul'tural class in this rate case, half of the 
rema1ning balance next year, and the remaining amount 1n the 
following year. 

As long as the subsidies continu&,. CMA believes that the 
revenue shortfall should be recovered from. all other classes, with 
no, exceptions • 
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CHA's guidelines for applying eaps in this rate ease 
include the proposal to increase the agricultural elass' alloeation 
by one-half the difference between revenues at present rates and. 
revenues at full EPMC rates. For other classes, the increase 
should be limited by SAPC plus 5% when there is an overall increase 
in revenue requirements and SAPC minus 5% if there is an overall 
decrease. No class that would receive a decrease under an EPMC 
allocation would receive an increase until all unsUbsidized classes 
pay the same percentage above full EPMC. 

PG&E opposes CMA's separate treatment of the agrieultural 
elass. The 25,% increase that the agricultural elass would suffer 
under CMA's proposal is too severe, in PG&E's opinion, and the 
desire to attain a full EPMC allocation ~icklymust be tempered by 

a cons·ideration of the increases in revenue responsibility for 
individual classes. 

TORN criticizes CMA's proposals because they increase 
agricultural rates at too fast a pace and include inequitable caps 
of no increase for classes currently above their EPMC allocations. 

e. CLECA 
CLECA echoes CMA in urging the Commission to make steady 

and rapid progress toward an alloeation based on EPMC. Like CHA, 
CLECA believes this goal 'can be achieved by PG&E's next general 
rAte case. 

CLECA's proposal for class revenue changes during the 
period when subsidies still exist is a range bounded by SAPC plus 
or minus 5-%. Within the range of likely increases resulting from 
this case, caps would be needed only for the agricultural and small 
light and power classes. The revenue shortfall would be spread on 
an EPMC basiS to all uncapped elasses, so that all uncapped classes 
would equally subsidize the capped classes. 

'1'0 assure achievement of an EPMC allocation in a 
reAsonable time, CLECA urges the Commission to follow its proposal 
on revenue alloc.o.t.ion Son every proceecU.ng with .a significant 
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" 

revenue impact, inc1u4ing general rate cases, ECAC proceedings, and 
the at~rition rate adjustment. 

TORN finds CLECA's approach to be similar to the one it 
recommends, but notes that CLECA allocates revenue shortfalls only 
to uncapped classes, rather than to' all classes, as TORN proposes. 
TORN thinks its method is superior because it produces results that 
are independent of the size of the rate change. 

f. IS-
PEA agrees with CMA and CLECA that the Commission should 

have a structured plan to achieve an EPMC revenue allocation. 
FEA's recommendations are geared to' arriving at that goal in three 
s~eps. With each opportuni~y for a revenue realignment, the 
Commission should take another step towards its goal, FEA urges. 

FEA believes that general guidelines on revenue 
allocation ,are preferable to the mechanistic formulas proposed by 
ORA and PG&E. FEA's proposed guidelines for revenue allocation 
depend on the level of overall revenue increase~ 

For a $65- million increa.se, FEA moves the railway, 
agricultural, and streetlightinq classeeone-third of the way 
toward an EPMC allocation. Other classes with increases receive a 
full EPMC allocation, and classes receiving decreases get prorated 
decreases to reflect the difference between full EPMC and the 
amount neede4 to meet the revenue requirement. 

For a $28$ million .increase, the agricultural class moves 
one-third of the way to 1ts EPMC allocation, and the streetliqhting 
class moves one-half of the way. The remaining revenue requirement 
is allocated to other classes on a full EPMC basis. 

If the overall increase is $SSS· million, increases to the 
small light and power, lArge ligh~ ana power, And Agr.ieultural 
clAsses are limited to 15%·. The streetl.ightinq. clASS Again moves 
one-half of the way to its EPMC allocation" an~ therema1ninq 
increase is allocated among the other classes on a full EPMC·basis • 

236· -



• 

• 

• 

A.99-12-005'I :r:. 89-03-033 ALJ /GLW ,BTC/jc ALT-COM-SWH 

PG&E criticizes FEA's different treatment of different 
classes as being inconsistent, unnecessarily complicated, and 
inequitable ... 

TORN finds that FEA's method produces inconsistent 
results at different levels of revenue chAnge and results in some 
e~reme changes for some classes when increases of revenue 
requirements are high. 

9'. lMU,8ttio.l V8ta 
Industrial Users recognize that formulating appropriate 

caps and floors on revenue allocation requires balancing the need 
to assure that no customer class receives an inordinately large 
increase against the importance of moving quickly toward a revenue 
allocation based on EPMC. To achieve the proper balance between 
these competing concerns, Industrial Users' recommend limiting 
increases ~o 10% or 1.5· times SAPC, whichever is larqer~ Under 
Industrial Users' proposal, no floor would be set unless the 
overall increase in revenue requirement exceeded· 10%_ When revenue 
requirement increases reached that level, a floor of no decrea&e 
would apply .. 

Industrial Osers believe this approach is superior to a 
fixed percentage band, such as PG&E and DRA recommend. Unlike 
PG&E's and DRA's recommendations, Industrial Users' proposal does 
not limit the progress toward £ull EPMC without considering whether 
a limitation is necessary in the context of the overall l~el of 
revenue increase or decrease. Industrial Osers argue that their 
recommended approach allows reasonable progress toward EPMC without 
disruptive rate increases to any class. For a revenue increase of 
$285· million, for example, no class receives an increase of more 
than S .. 5·% above SAPC .. 

PG&E argues that the approach to caps advocated by 

Industrial Users results in greater rate increases when the overall 
system's increase was comparatively large. The effect on some 
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class' rates is exacerbated by Industrial Users·' proposal, leading 
to unacceptable rate instability, in PG&E's view. 

TORN believes Industrial Users' recommended caps could 
produce excessive rate increases for some classes. 

h. ~ 
ACWA is alone in raising questions about the desir4bility 

of proceeding to a revenue allocation based on EPMC. Acw.A cites 
economic treatises to support its point that prices above marginal 
costs result in efficiency losses. Since the present function of 
the EPMC approach is to increase revenue responsibility from 
marginal cost levels to reach the revenue requirement, the 
resulting rates will be above marginal cost ana will create some 
inefficiency. ACWA urges the Commission to proceed with caution in 
reaching its goal of a revenue allocation based on full EPMC. 

More specifically, ACWA advocates a revenue allocation 
that. would apply- the SAPC to revenue increases or decreases of s·% 

or less;· larger increases or decreases would be allocated on the 
basis of EPMC capped at S% above SAPe. ACWA also suggests that if 
PG&E's actual costs of fuel continue to exceed its marginal energy 
costs, then general rate case revenues should-be allocated by 
marginal customer and demand-related costs, but ECAC and Annual ~ 
Energy Rate (AER) revenues should be allocated by mar9inal energy 
costs. 

Despite its reservations about the EPMC approach, ACWA 
recommends that increases to individual classes should be capped by 

SAPC plus 5t if the Commission adopts a capped EP~C allocation. 
TORN finds ACWA'8 approach to be inconsistent with the 

Commission's previous decisions. 
i. CAl:su. 

Cal~SLA strongly urges the Commission to move the 
streetlighting class to its EPMC allocation in this· proceeding

Cal-SLA points out that the streetlightinq elass is the 
farthest from EPMC of any class; it currently contributes revenues 
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that are 32.23% a~ve its EPMC al~ocation. Although the move to a 
full EPMC allocation would seem dramatic, the effect' on other .. 
customers would be minuscule, beeause streetlighting is the 
smallest class. A revenue allocation based on full EPMC would 
shift less than $10 million in revenues to, other classes and would 
result in an average increase for other customers of only 0.16%. 
Furthermore, the services supplied by street11ghting ~nefit the 
members of other classes directly by providing safety to drivers, 
pedestrians, and buildings and dwellings AdjAcent to. ;roads.. No 

other party has supplied a reason for further delaying the move of 
the streetlighting class to its EPMC allocation, according to Cal
SLA. 

PG&E opposes special treatment for the streetlighting 
class. PG&E argues that the Commission should not begin a 
precedent ~f "ignoring a uniform, equitAble allocation scheme for 
the benef1t,of e. single cle.s5," e. proce5s the.t PG&E :believes "ce.n 
only result in a series of me-too requests for 'exceptions' in the 
future." 

DRA states the.t it is not opposed to· exempting the 
streetlighting class from its proposed caps, because of the small 
revenue effects e.nd the disproportionate revenue responsibility 
that streetlighting bears under current allocation structures. 

TURN finds Cal-SLA'S proposal to. put only the 
streetlighting class at its full EPMC allocation to be parochial. 

2. Di8cussion 
After reviewing and considering the parties' positions on 

the issue of caps and floors, we have concluded that An Approaeh 
similar to the one suggested by CLECA should be followed in this 
case. We find that t~s approach provides the best balance between 
moving toward our goals of aChieving an allocation based on full 
EPMC and avoid'ing large rate increases for a particulAr customer 
class • 
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Within the range of revenue increases that have been 
discussed in th~s case, application of a ca~ of S% plus· SAPC 
requires caps for only the agricultural and small light and power 
classes, and the 5% limit keeps these increases within a range that 
we find reasonable in light of all the circumstances. Other 
proposals either move too slowly toward EPMC or result in 
unbearably large increases to some classes. 

One exception we will make tQ CLECArs proposal has to dQ 
with the treatment of the streetlighting class. CLECA imposed its 
floor of 5% below SAPe on this class. Other parties advocated the 
immediate reduction of this class' revenue responsibility to EPMC 
levels. We ~elieve that we can and· should. mAke substantial 
progress toward reducing the burden on th~5 class. For this case, 
therefore, we will move one-third of the way toward the EPMC 
allocation for the streetlighting class. We will also, state our 
intent to continue this reduction in the next three years, so that 
the streetlighting class will receive its EPMC allocation in the 
next general rate casea Whether or not we are able to carry out 
this intent wi'll depend on the circumstances that we will face in 
the next three years.. We agree with mAny of the parties that the 
shift of revenues and the effect on other customers resulting from 
this action will be fairly minor. 

'the revenue shortfall due to the application of caps and 
the movement of the streetlighting class toward. EPMC should be 
recovered, as CLECA sugqests, from all uncapped classes on an EPMC 
basis. 

In addition, we will set the cap for the Agricultural 
class at 2% above SAPC. The agricultural class is still in the 
midst of a wid0spread eonvereion to TOU SChedules, and we expect 
the new schedules to alter the class' usage patterns 'and eventually 
to lower the class'· ,revenue responsibility ... A, 5,% cap would. lead to 

harsh rate impacts that, %My not prove to be j.ustified and that 
would, in effect, punish agricultural 'customers for more efficient 
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" 'I 

~ehavior. 'To avoid this result, we will take several steps, 
starting with the 2%, cap, to control the rate impacts on I' 

agricultural customers. 
, We agree with mAny parties that a revenue Allocation 

~ased on these principles should take place whenever there is A 
substantial change in revenue requirement.'l'he most likely And 
logical forum for these allocations is, the ECAC case.. 'l'he mArgiMl 
capacity and customer costs 'we adopt'in 1:lu.sdecision should ~ 

, ." -
used 'in performing' ,this allocat:i.on. 
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In these ~ubsequent allocations, we will use caps and 
floors ~f SAPe plue or minus 5% as a guideline in aeveloping a 
revenue allocation, except for the streetlighting class. .However, 
we caution parties against overrelying on this figure or this 
formula, and we reserve the right to fit the revenue allocation to 
the particular circumstances that we face at the time. 
c. Revenues from Special Contrae't' 

Our decisions in :1:.86-10-001 have permitted utilities to 

enter into special contracts with customers who have the ability to 
bypass the utility'S system. The rates prescribed· in these 
contracts are negotiated between the utility and the customer, but 
the rates must recover at least the costs the utility incurs in 
serving the customer.. (0 .. 8.8-03-008, mimeo. pp. 6-7 .. ) Presumably, 
most of these contracts will provide for service at a price that is 
less than ~he tariff rate that would normally apply to the 
customer. 

An issue arose in this case about how to account for the 
revenues from these special contracts. 

1. Abe Parties' positions 
a. ~ 

PG&E believes that the sales, marginal costs, and 
revenues from special contracts should be excluded from the revenue 
allocation process. The revenues from these contracts are 
calculated at the rates developed in the contracts, and their total 
revenue is used to reduce the total revenue requirement aliocated 
to other customers. In this way, the Commission's conclusion that 
~the risk of loss from bypass and special contracts remains on 
ratepayers"' (0 .. 89-05-06,7, mimeo. p .. 10) is carx-ied out through the 
revenue allocation process. 

b • .am. 
CMA appears to agrees with PG&E, ana its witness 

developea his recommended revenue allocation·byexeludinq the 
revenues from special contracts .. 
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C. ,PD. 
Although it hAs some reservations 4lx>ut its approach, ORA 

calculates the revenues from special contracts at tariff rates, 
ra~her ~han at the rates called for in the contracts. ORA uses the 
resulting revenues in its calculation of revenues at present rates 
and in its revenue allocation. ORA believes this treatment is 
consistent with the CommJ.ssion's previous decisions. Even 1f some 
of PG&E's proposals are adopted, ORA thinks special contracts 
should'be included in the EMPC-based revenue allocation, either as 
part of Schedule E-20 or as a separate customer class. ORA argues 
thAt it is logical to keep the sales from special contracts and 
other jurisdictional retail sales together. It also mAkes sense to 
group sales from special contracts with other energy sales and to 
distinguish them from facilities charges &n4 other unallocated 
revenues. ,The only necessar,y separate treatment of special 
contracts is to develop the revenue allocation to these customers 
independently, rather than through an allocation based on EPMC. 

cl. lJm. 
rEA believes that special contracts, customers should be 

imputed the revenue that would result if they were charged at 
tariff rates and should be assigned marginal costs like any other 
large customer. Revenue responsibility should be assigned on an 
EPMC basia, and' any revenue shortfall should ))e hAndled' as part of 
the consideration of ERAM issues, presumably in the ECAC 
proceeding'-

e. Clagg 
CLECA initially supported ORA's position, but it now 

believes that PG&E's proposal to exclude special contracts from 
revenue allocation makes sense in theo:y. In practice" howev'er, 
including contract sales at contract prices assumes that the prices 
are reasonable, and the Commission has not yet ruled on the 
reasonableness of many of these contracts,. ct-ECA therefore ' 
proposes .. va:y.ing the treatment of revenues' from these contracts 
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accoroinq to status of the Commission's review of thoir 
reasonableness. If the Commission has found a contract reasonable, 
the contract's revenue is treated as unallocated revenue and valued 
at the pri~es called for in the contract. If a contract has not 
yet been reviewed by the COmmission, then revenues are based on 
appropriate tariff rates, but the revenues are excluded from 
Schedule E-20 for revenue allocation purposes. If a contract has 

been found unre~sonable, then its sales Are presumed to, be at 
tariff rates and are included in the allocation. ,. 

CLECA ~lieves that its proposal overcomes the problem of 
, ' 

prejudging ~heCommission's determinations about specific 
contracts. 

f.' XQB! 
TORN recommends a treatment similar to ORA's proposal. 

TORN, howev~r, includes special contracts in calculating the 
revenue responsibility for Schedule E-20. Onder TORN's proposal, 
revenues are deyeloped for all c~stomers who qualify for service 
under Sehedule/E-20, inclu(Un~ s~cial contracts customers, and any 
revenue sho~fall is recovered through the Electric Revenue 
Adjustment Mechanism (ERAM). ' 

2. DisCussion 
/The central problem here is how to accommodate the 

existence' of special contracts, with rates at levels less than , , 

those prescribed by tariffs, without distorting the revenue , 
allocation. In the absence of special contraets, all retail sales. 
are accounteo for in the allocation process at tariff rates. With 
the~~is~ of special contracts, which primarily attrAct customers 

',I., . 

no:cnaIly served under Schedule E-20, the revenues from some' 
customers will be lower. 

Although.it appears that som~ parties have read too much 
into 0.89-05-0&7, it. is clear thAt we have decided· that the 
shor.t,fall in.revenues that results from speCial contracts will be 

borne by other customers 'and not by the.utilities. OUr Attempts at 
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shifting more of the risk of reduced revenues to the utilities met 
many substantial obstacles, And we were for~ed to continue the 
existing assignment of the responsibility of reduced revenues to 
ratepayers, • 

Allocating lower revenues resulting from special 
contracts over a relatively smaller sales ~ase creates the 
potential for distorting the allocation among the classes. The 
ideal allocation would maintain the relationships among the 
customer classes that would exist if the need for special contracts 
had never arisen. The parties have proposed two ways that seem to 
accomplish this goal. 

DRA and FEA seem to propose that, for purposes of revenue 
allocation, special contracts should be imputed the revenues that 
would result if the same sales had been made at the appropriate 
tariff rate. The resulting shortfall in revenues (the difference 
between tariff and contract rates for the sales associated with 
special contracts) is then recovered from all customers thl:ough the 
ERAM account. This approach has the virtue of keeping all enerqy
related revenues together in the allocation and makes, calculation 
of the jurisd'ictional allocation easier. The drawback to this 
proposal, as PG&E points, out, is that it creates an undercollection 
in the ERAM account. We have followed this approach in recent 
allocations while we awaited the conclusion of I.86-10-001. 

A second approach also appears to maintain the . 
relationships among the customer classes in the revenue allocation. 
PG&E proposes removing all sales and revenues associated with 
special contracts from the allocation process. Removing both 
revenues and sales leaves the relationships among the other classes 
unaltered. However, the other classes make up, the revenue 
shortfall by receiving slightly higher responsibility for the 
system's fixed costs (after receiving credit for the contribution 
to margin made by special contracts customers). Thus" rather than 
making up for the lost revenue in higher ERAM rates, other 
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customers will see slightly highor rates due to the revenue 
allocation .. 

This approach could be seen as creating a distortion by 
lowering the sales and revenues associated with Schedule E-20.. The 
sales and the credit for recove:y of marginal costs (special 
contracts must at a minimum recover the cost of producing the power 
sold under the contract) would ~ removed from Schedule E-20 .. 
However, we have ltm1ted special contracts to cust~ers who would 
leave the system except for the option of a lower rate (or to those 
who will increase short-term consumption in response to a lower 
rate) .. In the absence of special contracts, these sales would not 
occur, and the customer would leave the system entirely. Thus, the 
relMining members of Schedule E-20 are no worse off if the sales 
and revenues associated with the special contracts aro removed from 
the allocation than they would ~ if the special contracts 
customers left the system .. 

We will adopt the approach suggested by PG&E and CMA for 
use in this case. As we have suggested, both this approach and the 
one proposed by ORA and FEA (and followed in recent years) appear 
to allow for a revenue allocation that is not distorted by the 
reduced revenues from special contracts. We are concerned, 
however, about the built-in ERAM undercollection that is part of 
ORA and FEA's approach. This undercollection did not worry us when 
reliance on ERAM to recover the revenue Shortfall from special 
contracts was viewed as an inteX'im measure.. But a persistent and 
automatic undeX'collection of revenues in ERAM seems to us to be a 
bad policy for anything but the short term.. PG&E and CHA's 
approach avoids this problem, and we will adopt this treatment of 
special contracts in the revenue allocation. 
D~ AllOCAted, ud N9no.llocated Revenue, 

ORA notes, that in PG&E'~ last general rate case we 
distinguished between revenues from tuiff rates that recover the 
types of costs that are included in the revenue allocation 
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(allocated revenues) and revenues. that reflect other types of costs . 
Or savings (nonallocated revenues.). Nonallocated revenues include 
streetlight facilities charges, meter charges for optional time-of
use ('1'OU) service, meter charges for optional nonfirm service, 
submeter discounts, and other operating revenues. 

DRA advocates continuation of the distinction between 
allocated and nonallocated revenues. DRA sU9'qests, however, some 
refinements. First, load manaqement credits and rate discounts for 
nonfirm service should be included in allocated revenues, and the 
corresponding coincident capacity value should be credited to 
customer classes for participation in all load mdnaqement programs. 
Second, power factor revenues should be treated like facilities 
charqes and included in nonallocated revenues. Third, certain 
facilities· charge revenues--the facilities charge for the Bay Area 
RApid 'l'ransit District (BAR'l'') and the University of C4lifornia at 
Berkeley discount, for example,--should be excluded from allocated 
revenues. 

ORA's method for alloeating nonfir.m discounts and load 
management credits uses actual mArginal cost revenue responsibility 
and revenues at present rates. This method strives for maximum 
consistency in revenue allocation for load changes that impose the 
same cost on the utility. Under this approach, customers in each 
class pay for the diseounts extended to members of that class, and 
the benefits of reduced costs of service also remain within the 
class. 

CLECA and CMA support DRA's approach. 
ACWA agrees that nonfir.m discounts and load management 

credits should be collected within the class that would normally 
provide firm service to these customers. 

PG&£ treats customers electing nonfirm service and load 
management options as fir.m customers and credits· their capacity 
savings against their final revenues. Under this approach all 
customers pay a share of the nonfirm and load management discounts. 
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In the, update hearings, PG&E, ORA, and CLECA sponsored a 
joint exhil:>it (Exhil:>it 88), whieh ineluded a resolut'ion of the 
issue of revenuealloeation to nonfirm customers •. 

The joint exhibit addresses many issues other than 
revenue allocation. Many of the more siqnificant provisions of the 
joint exhibit eoncern rates for nonfirm eustomers. We address all 
of the provisions of the joint exhibit, including its propos4l for 
revenue allocation, in the rate design portion of this decision. 

Our resolution of the treatment of discounts for nonfirm 
customers affects our adopted approaeh to allocated and 
nonallocated revenues. Capacity savings from nonfirm service and 
load management programs should be credited against these 
customers' rates. The revenue alloeation then spreads the costs of 
the associatea discounts to, all customers. 

For other elements of nonalloeated revenues, we will 
adopt ORA's approach. The reeommended treatment of facilities 
charges is consistent with our overall attempt to unbundle rates 
for the streetlighting class. 
E. Reyenue AlJ.2!:ation to the Agricultural Cla88 

1. Txeat!lent of SChe<iule-Ac;..S RevenuU 
ACWA proposes to exclude revenues from Schedule AG-5 from 

the revenue allocation. The primA~ basis for this exclusion is 
the similarity between customers on Schedule AG-5 and those 
receiving service under negotiated special contracts. ACWA 
contends that both groups of customers have access to alternative 
energy sources, and rates for both groups are designed to retain 
customers on the system, provided marginal eosts are recovered. 
The level of the rates offered these eustomers are set to compete 
with the costs of the customers' alternate energy sources. 

Because several parties urge us to exclude the revenues 
from special contraets from,the revenue allocation, ACWA b&lieves 
that consistency and equity demand equal treatment for ;revenues 
from Scheaule AG-5· • 
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In a s.imilar vein, CFBF argues that any agricultural 
customer with consumption of 2,000,-kWh, per leW is A caneliclate for 
bypass anel shoulel be removeel from the cAlculAtion ,of the 
Agricultural class' marginal cost revenues and revenue allocation. 
This treatment would put such customers on an equal footing with 
commercial and industrial customers who are likely to bypass the 
system. 

ORA opposes ACWA's proposAl. ORA believes its Approach 
to intraclass revenue allocation and rate design results in a rate 
for Scheelule AG-S that is competitive with eliesel-fueled pumps. 
The rate for Scheelule AG-S is alreaely close t~ marginAl cost Anel 
shoulel not be lowered. The Commission has stated that rates for 
negotiateel speCial contracts should recove: at least marginal 
costs, and the same principle should apply to Schedule AG-S.. A:t1y 
bypass tha~ occurs because the customer's cost is less than the 
utility'S mArginal cost is economic bypass, and the Commission has 
not attempteel to deter economic bypass for any customer group. The 
rationale for. special contracts elisappears when rates are close to 

the marginal cost of the utility'S service. The fact tbat AG-S 
rates are close to marginal cost distinguishes this schedule from 
special contracts, in ORA's opinion. 

We agree with ORA that revenues from Schedule AG-5 should 
be included in the revenue allocation like revenues from any other 
tariff schedule. We see significant c1ifferences between negotiAte<i 
special contracts and SChedule AG-S. SpeCial contracts Allow 
certain customers to negotiate a rate below tho otherwise 
applicable tariff rate, but above the utility'S cost of serving the 
customer. The rate for each contract depends on the circumstances . 
of the individual customer, and the utility should try to recover 
as much revenue as possible from a particular customer .. 
Schedule AG-5 applies to a large group of customers, with many 
varying circumstances. Trying to peg a tar.:Lff rate'to some 
idealized customer's situation would,undoubtedly lead to an 
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unnecessary loss of revenue, because the tariff rate would apply to 
many' customers who are willing to pay a higher rate for &ervice. 

In addition, the rate for Schedule AG-S is close to 
mArginal cost, and,. as ORA. pointed out, we have not attempted to 
deter economic bypass. 

Finally, we believe the rate resulting from this decision 
is low enough to compete with the alternative of diesel fuel. 

2. Balancing.. AccoWJj;; 
ACWA suggested that agricultural revenues be removed from 

the ERAM account and recorded in a separate agricultural balancing 
account. The agricultural class hos a greater fluctuation in sales 
than other classes, and billing determinants for the class vary 
widely from the forecasts, according to ACWA. PG&E's load and 
market research data are accordingly worse than for other classes. 
In additio~, the agricultural class has many more firm service 
options than other classes. These characteristics argue for a 
separate ERAM balancing account,. in ACWA's opinion. 

PG&Eopposes ACWA's suggestion. PG&E argues that the 
foundations for ACWA's 'proposal have not 'been supported by the 
record,and even if they were, ACWA has not shown why its proposal 
is, a rational response to these conditions. ACWA's recommendation 
is not based on costs and would distort and complicate the ~, 
process. In addition, creation of a separate tRAM account for 
agriculture would significantly complicate the sales forecast 
portions of subsequent general rate eases and ECAC proceedings. 
PG&E finds ACWA's proposal to be an attempt to' receive favorable 
treatment in the allocation process. 

ORA also opposes ACWA's suggestion. ORA points out~th4t 
the fluctuation in agricultural sales, when combined with a 
separate balancing account, could hurt the agrieultural class if 
forecasted sales are higher than actual sales, resulting in an 
undereolleetion that would be recovered:' the following year. The 
uncertainty about agricultural sales that ACWA has cited in support 
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of its proposal unaerscores ORA's concern. Thin undercollection 
could result, for example, if more agricultural customers than 
forecasted convert to TOO rates. Agricultural customers should not 
be punished, in DRA's opinion, for making wise choices among rate 
options. 

ACWA has not justified the need for a separate ERAM 
account for the agricultural class. ORA has shown that this 
proposal could have detrimental effects on the agricultural class, 
ana we will not adopt ACWA's recommendAtion. 

3 - Treatment of Water Pumpers 
ACWA asks the Commission to investigate whether all water 

pumpers should be classified as agricultural customers. ACWA 
believes that water supply customers now served on. general service 
schedules have more characteristics in common with: agricultural 
water pumpers than with other commercial customers. 

DRA opposes ACWA's suggestion. DRA notes. that ACWA 
presented no evidence in support of its request, and ORA resists 
the notion that classes should be r~defined accoralngto allegedly 
similar load patterne. 

PG&E also opposes ACWA's request. The Commission has 
already considered this iS8ue in PG&E's laet general rate case. 
The Commission recently elaborated on its conelt(8ions in that case 
by moving water pumpers who use 70% of their energy for 
agricultural purposes to agricultural schedules (0.S8-12-031, 
pp •. 21-22).. PG&E argues 'further that switching munieipal water 
pumpers to' agricultural scheaules will not effectively increase tho 
rate options for those customers. 

We are not persuaded that an investigation of ACWA's 
suggestion is warranted at this time.. AWCA has .£ailed to show that 

any substantial benefits are likely to result from· this 
investigation .. 
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4. Reliability Ad1P8tmept 
I. 'ACWA argues that rural customers face twice as many 

service interruptions as urban customers, and those interruptions 
last three ttmes as· long as in urban areas. ACWA believes this 
lower quality of service should be reflected in the revenue 
allocation. The recommended adjustment is a reduction for the 
agricultural class of Sl.59/kW of coincident peak clem4ncl. 

PG&E opposes this adjustment. An adjustment to 
coincident peak demand primarily affects marginal generation 
capacity costs, but no connection exists between rural service 
interruptions and generation: generation reliability problems 
affect all customers equally, not just rural customers. Thus, it 
would make more sense to adjust the allocation of distribution
related costs, but ACWA has failed to develop a record to suppo~ 
that adjus~ent. 

We agree with PG&E that the record does not support 
ACWA's recommendation. We urge PG&E, however, to take steps to 

4IIt improve the reliability of service to its rural customers. 

• 

IX. Inqacla88 Reyenue All.s!s:ation 

Once revenue is allocated to the customer classes, each 
class' revenue responsibility must be divided amonq the various 
tariff schedules making up the class. Intraclass revenue 
allocation and rate- design overlap somewhat, and we .address the 
bulk of these related issues in the section on rate design. TWo· 
is·sues are more narr,?wly concerned with intraclass revenue 
allocation. 
A. caps and Floors 

Many parties propose the same caps And floors for both 
inter- and intraclass revenue allocation • 
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PG&Eproposes a capped EPMC-based allocation similar to 
its recommendation for interclass allocation, with caps of S% or 
2 .. 5,%, depending on the level of class percentage change .. 

ORA recommends that the revenue allocation to schedules 
within a particular class should be bounded by a cap or floor of 5% 
above or below the class' average percentage change that results 
from the interclass allocation. 

CLECA thinks the current two-step revenue allocation 
should eventually be eliminated,. and revenue responsibility should 
be allocated directly' to each schedule. For the intraclass 
allocation in this proceeding, CLECA supports cap~ and floors of S% 
above or below the class average revenue change resulting from the 
interclass revenue allocation (Exhibit 283, pp. 4-S). 

CMA states that the same goals of equity and economic 
efficiency ,that' guide interclass revenue allocation should apply to 
intraclass .revenue allocation and rate des,iqn. The goal of 4n 

intraclass allocation based on costs must be balanced against the 
need for rate stability. 

CMk implements its policy recommendations in its 
suggested intraclass allocation for the large light and power 
class. Rates for the proposed Schedule E-19: and for Schedule E-20 
were developed by setting caps and floors at 5% above or below the 
combined change in revenue responsibility for the large light and 
power class. 

ACWA's primary position is that revenue allocation should 
be based on marginal costs, unadjusted for EPMC. ,If the Commission 
adopts an allocation based on EPMC rather than marginal costs, ACWA 
supports DRA's approach. ACWA recommends one exception to ~RA's 
scheme. For the agricultural class, the need to set rates for 
Schedule AG-S at levels that compete with diesel pumping means that 
rates for that schedule are lower than the intraelass EPMC-based 
allocation. If this revenue difference is made· up within the 
class, other agricultural eustomers are unfairly penalized· for 
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sales made under Schedule AG-S. This argument supports ACW,A's 
pos~tion that the revenuo shortfall associated with Schedule AG-5 
should be shared by all classeSr 

We will adopt DRA's basic approach to intraclass revenue 
allocation. ORA's recommendation is consistent with our adopted 
approach to interclass revenue allocation, and the recommended caps 
and floors are in line with the positions of several other parties .. 

Our concern about harsh and unwarranted effects on 
agricultural customers, however"leads us to adopt a different 
approach to the agricultural intraclass allocation. We will set 
the revenue responsibility for Schedule AG-S equal to its marginal 
cost revenue responsibility, to aid in keeping this schedule 
competitive with alternate pumping fuels. The remaining class 
revenue allocation will be assigned to the other schedules on al 
SAPe basis. 
:6.. ~1),9CI).~j,2n :to---BesideptiaLmQ Scb~le8 

The assignment of revenue responsibility to the schedules 
of the reSidential class is complicated because parties have 
proposed two new TOU scheclules. PG&E proposecl a new SChedule E-S, 

and ORA proposed a new Schedule E-9. ~he details of these 
schedules- are described in the rate design section of this 
decision. 

Although D~ and PG&E agree to a large extent on how to 
allocate revenue to the residential schedules, two major 
differences rem~in. F-irst, PG&E did not include ORA's proposed 
Schedule E-9 in its allocation, because it opposes this schedule. 
'l'his issue will be resolved when we d.eeide the disposition of the 
proposed schedules in the section on rate design. 

Sec,ond', the parties differ in their ~s.tim4tes of the 
usage characteristics ~nd number of customers on the new ~ou 
schedules .. 

PG&E's approach relies- on a number of Assumptions about 
the average usage by customers on the new schedules, the average 
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rate for those schedules, and the number of customers who are 
likely to take service under the new optional schedules. 

DRA argues that it refined a number ofPG&E's assumptions 
and thus its results are more reliable than PG&E's. 

TURN's allocation to residential schedules includes a 
proposal for a revenue-neutral allocation to· theey~sting TOO 
option, Schedule E-7. As an alternative to this recommendation, 
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TURN suggests capping the allocation t~ this schedule at 5% Above 
the percentage change for the residential class~ 

ORA and PG&E oppose TURN's suggestions because TURN fails 
to recognize the differences in costs that different customer 
groups cause the system to incur. One of the prtmary functions of 
revenue allocation, these parties argue, is to reflect such cost 
differences. TURN's proposals ignore this goal. 

We agree with PG&E and ORA that a cost-~ased all~ation 
to the residential schedules is important and should ~ followed. 
We accordingly reject TURN's proposed allocation to Schedule B-7. 
On the remaining differences between PG&E and ORA, we note that ORA 
was able to get PG&E's witness to agree to· a number of its 
refinements of PG&E's assumptions. We conclude that ORA's approach 
should be followed in developing the usage characteristics, number 
of custome~s, and resulting revenue allocation to the new TOU 
schedules. ,Subject to the modifications needed to accommodate the 
determinations. of this decision, we conclude that ORA's approach to 
intraclass revenue allocation should be followed in this case. 

x. Rate Design 

As we noted in connection with revenue allocation, rate 
design for gas service is addressed in the Ac:AP. Although this 
section primarily concerns electric rate design, some issues 
affecting gas rates are also considered. 
A. general...BecOllll!eDdations 

Some of ACWA's recommendations relate to rate design for 
several customer elasses. 

Consistent with its position that rates should refleet 
marginal costs, rather than EPMC, ACWA recommends setting customer 
and demand charges at marginal cost.. ACWA also· suggests that 
customer charges should reflect the cost differences between 
underground and overhead service; classes benefitting from more 
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expensive underground service should bear more of the costs in 
their customer charges~ The balance of'the revenue allocated to 
the class would be assigned to energy charges in proportion to 
marginal costs for each TOU period. Und~r EPMC, all rates will 
exceed marginal costs, and ACWA's suggestion ensures that only a 
few rate components will be above marginal costs. Not all classes 
have customer or demand charges, so· using energy charges to recover 
unallocated revenue requirement will provide consistent economic 
signals to all classes. In addition, xcarginal ener9'Y' cost will 
rise faster than revenue requirement, eo that energy charges and 
marginal costs will converge. 

ACWA also recommends increases to specific rate 
components. Customer charges. for all classes should be base~ on 
the same proportion of marginal cost, and annual increases should 
be limited ~o 5% until charges equal marginal costs. Demand 
charges should move towud marginal costs at 5% per year. For 
rates differentiated by time and season, the on-peak charge should 
move toward marginal cost at 5% per year. 

ORA opposes ACWA's recommendations because Acw.A did not 
consider customers' price elasticities for the services that 
correspond to the various rate components. The rate design 
emerging from ACWA's recommendations would be distorted, DRA 
believes. 

We have already considered and rejected ACWA's underlying 
premise, that prices should correspond to m4:qinal cost rather than 
to an EPMC-based allocation. In light of our previous 
determination and DRA's point about price elasticities, we will not 
adopt ACWA's recommendations. 
B. Residential Cla" 

PG&E's basic residential service is provided under 
Schedule E-l. Energy is provided at a lower rate tor usage up to 

the customer "S baseline quantity, which varies' with season an4 

climate zone (Tier 1), and additional consumption is eharged a 
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hiqher rate ('rier 2). A minimum bill of $5 is applied against 
monthly enerqy consumption. Other residential schedules provide 
service to multifamily dwellings (Schedules EM and ES), mobilehome 
parks (Schedule E'r'), PG&E employees (Schedule EE), and customers 
aqreeinq to time-of-use service (Schedule B-7). 

1. Residential CUstomer Chu:cre 
a. positions of the Parties 

ORA recommends replacing the current $5 minimum bill with 
a $3 customer charqe. Revenues from the customer charge would be 

included in the 'rier 1 rate calculation .. 
ORA argues that the current rate st:z::ucture does not 

explicitly reflect the full costs of providing access to the system 
to residential customers. 'rhese costs qet shifted to energy rates, 
and customers with hiqh consumption bear a disproportionate 
respons,ibility for these access costs. 'rhe customer charqe would 
promote efficiency by making a closer connection between the costs 
incurred and the costs paid for access to the' system. 

ORA performed an analysis that showed that a customer 
charge will have a moderate effect on reSidential customers. No 
customer receives a monthly increase of more than $3, and 60% of 
all customers receive either a decrease or an increase of less than 
50 cents. In addition, ORA's proposal to include revenues from the 
customer charge in the calculation of the 'rier 1, or baseline, rate 
moderates the increase for low ... usaqe customers. 

'rhe adverse public reaction that has occurred. in the paet 
when residential customers charges were introduced could be 
mitigated by d.istributinq educational material explaining the 
customer charqe in the first billing reflecting the charqe, DRA 
believes. ORA notes that the telephone and water industries assess 
fixed charqes like the customer charqe without any negative 
reaction from their customers .. 

ORA also puts, forward an alternative proposal that would 
retain the minimum bill and add a customer charge of $l .. 50 or $2. 
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PG&E opposes ORA's recommendat1on. PG&E c1tes SDG&E's 
experience with its customer charge, which had to be withdrawn 
after seven months because of an outcry by customers. PG&E 
believes that customers will not accept a customer charge. 

PG&E also rejects the rocommenaation to include revenues 
from the customer charge in the calculation of the 'l'ier 1 rate. 
This proposal would completely violate the underlying marginal cost 
relationsh1ps between the tiers. ORA has failed to explain how the 
customer charge would interact with the low~income ratepayer 
assistance (LIRA) program or how the charge would be applied to 

master-metered customers, according to PG&E. 
For similar reasons, 'l'ORN "strongly opposes" the customer 

charge. Res1dential rates have risen 18% over the last three 
years, and the higher bills that many customers would receive as a 
result of the customer charge would add to- their burden. TORN 
opposes the charge because most residential customers would receive 
an increase, because low-usage customers would receive the largest 
increases, and because cUBtomers in temperate climates would 
receive disproportionate increases. TORN points out that many 
customers in temperate zones live in densely populated areAS where 
the cost of access to· PG&E's system. is lower... Thus, the customers 
who impose the lowest access costs would bear proportionately more 
of the customer charge. 

b. DiScussion 
For several years, we have supported an unbundling of 

electricity rates into various components to reduce cross
subsidization of var10U8 customer groups, so ~hat the costs a 
customer causes the system to incur would be reflected in the 
customer'S bill. We have expressed our support for the notion of a 
customer charge as a fair and efficient way of reflecting some of 
the fixed· costs of access to an electric utility"s. system. We have 
several times indicated that we would· adopt a %'esi'clential customer 
charge when circumstances permitted. 
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Our experience with SOG&E's customer charge, however, has 
dampened our enthusiasm. We no~ recognize that customer acceptance 
is a consideration that should outweigh economic correctness in 

evaluating the customer charge. OUr fears about customers' 
reactions to a $3 customer charge have not been assuaged by ORA's 
suggestion that educat;onal materials would improve acceptance of a 
customer charge~ For these reasons, we will not adopt the customer 
charge recommended by ORA. 

We still think a customer charge, properly presentee, 
could win the sort of cUBtomer acceptance that fixed and flat 
charges have received in the telephone industry. Rather than 
adopting a customer charge for all residential customers, however, 
we would prefer to see some pilot studies to determine customer 
acceptance of various levels and various presentations of the 
charge. We will not compel PG&E to perform these studies, but we 
will look favorably on proposals from PG&E or other energy 
utilities for such studies. We note that PG&E~s proposed 
Schedule E-8" may provide information about residential customers' 
acceptance of a customer charge. 

2. Baseli.ne ASSes 

Residential rates are currently divided into two tiers 
with different rates. By statute, all residential ratepayers 
receive a minimum or baseline quantity of electricity at somewhat 
lower rates (Tier 1); consumption of electricity that exceeds the 
baseline ClUantity is priced at a higher rate (Tier 2). Several 
issues arose concerning the two-tiered residential rate structure. 

11.. Reduction of the Differential Between Tiers 
Application of the baseline structure has had some 

unexpected effects that led the Legislature to direct the 
Commission to reduce Tier 2 rates as rapid.ly as possible (Public 
Otilities Code S 739'.7). In 0.88-10-06,2, we began implementing 
this. legislation by reducing the percentage,c11fferential between 
Tier 1 and 'rier 2 rates by 10%, .. 
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(1) The Parties' Initiol Po8!tion§ 
.' .' PG&E proposes a further reduction of the 

differential between Tier 1 and Tier 2 rates by 50%. PG&E believes 
this reduction would continue to carry out the Legislature's 
intent, and the financial effect on individual ratepayers would be 

relatively small. 
ORA proposes a tier differential reduction of 10%. 

The recent legislative revisions to the baseline statutes prohibit 
the Commission from substantially el~nat1nq ony significant 
differential between the tiers for 30 months from the bill's 
effective date of June 1988·. ORA concludes that PG&E's proposed 
sot reduction is inconsistent with the Legislature'S directive. 
DRA's study showed that PG&E's requests for rate increases in this 
qeneral rate ease and its current ECAC ease, when combined with its 
tier differ~ntial proposal, would result in a 2$% bill increase for 
all customers who· consume their baseline quantities or less. About 
14% of this 2S%· increase directly results from the SOt decrease in 
the tier differential. 

ORA believes its recommended 10~ tier differential 
reduction complies with the Legislature's intent. While continuing 
progress toward reducing the tier differential, ORA'S propoSAl 
maintains a substantial differential and avoids adverse rate 
effects. 

DRA further urges that the change in rate 
differential be carried out as part of the change in PG&E's ECAC 
rates on November 1, 198:9. PG&E believes that a ~hange on 
January l, 1990, along with other rate changes connected to the 
general rate ease, would be more acceptable and comprehensible to 
its customers. 

TORN opposes PG&E's proposed 50% decrease in the 
tier differential. TORN argues that the decrease in the 
differential should be no more than 10% and supports DRA's 
recommendation. 'l'ORN joins ORA in referring to· the same 
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legislation as PG&E but concludes that the required reduction in 
tier differential has already been accomplished. The rate 
increases shown in O~'s study of PG&E's proposal are unacceptable 
to 'l'URN.. Since the statute bars a Substantial elimination of the 
tier differential for 30 months from June 1988', 'l'ORN concludes that 
the Legislature has essentially prohibited the SO, reduction 
proposed by PG&E. 

(2) The Effect of D.89-09-044 
On September 7, 1989, two days before the update 

hearings in this proceeding, we issued 0.89-09-044 in I.88-07-009, 
our proceeding for complying with Senate Bill 987 (1988 cal. Stats. 
Ch. 212). In that decision we adopted the Low Income Ratepayer 
Assistance (LIRA) progr~ that granted eligible low-income 
residential customers a 15% reduction from the rates th~ would 
otherwise ~e charged.. The red.uced revenues and costs of 
administering this program are to, be borne by other ratepayers by 
means of a surcharge. The decision d.irected that the determination 
of the LIRA rates and the amount of the surcharge should be part of 
this general rate case. 

PG&E presented some testtmony on the effect of 
0.89-09-044 on the issues in this case. Other parties were unable 
to respond during the upd.ate hearings, however, because the 
decision was not mailed until September 11. The ALJ allowed 
parties to brief the effect of 0.89-09-044 on the issues in this 
case as part of a supplementary brief that followed the update 
hearings. 

PG&E believes the decision strongly supports its 
original recommendation to' decrease the tier differential by 50%. 
'l'he Commission made clear that the existence of the LIRA program 
was tied to tier reduction, and it indicated its desire to close 
the differential in the very near future. Furthermor&, the 
Commission explicitly stated that "the level of the lI,dopted LIRA. 

discount will cause us to- accelerate the pace at wh!ch further 
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realignment [of the tiers) occurs" (D.89-09-044, ~eo. p. 8). The 
10% reduction in the tier differential proposed :by ORA and TORN'. 

does not accelerate the pace of realignment; only PG&E's proposal 
meets the Commission's intent. 

ORA disagrees with PG&E's conclusion. ORA ~ints 

out that the Commission expressly declined to entablish a timetable 
for reducing the tier differential. In addition, the Commission is 
governed by the statutory provision that requires a ·significant 
differential"· to be maintained between the tiers until the end of 
1990. Customers who do not participate in the program and who do 
not exceed their baseline quantities will face substantial rate 
increases under PG&E·'s proposal. DRA believes its proposal best 
balances the intent of the Commission and the directives of the 
Legi81ature~ 

, TORN contends that the decision on reducing the tier 
differential should be based on the requirements of SB 987 and the 
record in this ease, not on a rash interpretation of 0.89-09-044. 
The LIRA. program is still new, and not all low-income customers 
will take advantage of it in the first year. By contrast, all low
income customers· will be affected by PG&E~8 proposal. The 50% tier 
reduction proposed by PG&E will raise rates 14% for customers who· 
limit their consumption to baseline quantities. PG&E~8 proposal 
effectively cancels out the rate reductions the Commission intended 
to grant in the LIRA program. "It makes absolutely no sense to 
give these customers a discount with one hand and take away with 
the other,"' TORN sumni ts • 

(3) :treatment of KiniDram Bill Revenues 
A collateral issue concerns DRA~s proposal to 

include minimum bill or customer charge revenues in the calculation 
of the Tier 1 rate. PG&E opposes this proposal because it 
conflicts with the approach to· calculation of the tier differential 
that the Commission MI5 consistently followed, and because it leads 
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to an increase in the existing tier differential, contrary to the 
instructions of the Legislature. 

(4) DisC'Qssion 
For several reasons, we believe substantial proqress 

should be made at this time toward reducing the differential 
between Tier 1 and ~ier 2 rates. The Legislature has clearly 
directed us to reduce high Tier 2 rates by reducing this 
differential, although it has also instructed us to proceed at a 
moderate pace in clOSing the gap until the end: of 1990. Our 
determinations in D.89-09-044, as we indicated in that decision, 
provide a significant benefit to low-income customers that 
mitigates the effect of lower differentials between rates for the 
two tiers. Our action in that case allows a more rapid movement 
toward closing the spread between these rates. The lOt reduction 
proposed by DRA and TORN moves too slowly in light of these 
circumstances. As we have indicated,. we will review our progress 
in reducing the tier differential in 1991, end we would like to 
avoid the need for drastic action at that time. 

At the same time, we are concerned that PG&E's 

proposed 50% reduction would be too extreme. The Legislature has 
directed us to maintain a siqnificAnt differential between the 
tiers for thirty months, and this direction suggests a more 
moderate reduction in the differential is. appropriate at this time. 
In addition, DRA calculated that a 5,0% reduction by itself would 
result in a 14% increase for customers who limit consumption to 
baseline quantities, an increase that would nearly eliminate the 
LIRA program discount for low-income customers in this group. 

We conclude that the differential between Tier 1 and 
'rier 2 rates, expressed in cents/kWh, shoulclbe reduced 25.\ in 
connection with this case. 'rhis. reduction shoul,d' take place on I 
May 1,. 1990, when baseline' quantities are adjusted. ~his level of 
reduction will DUlke considerable progress toward lowering the tier 
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differential, but it will preserve some benefits for low-income 
customers whose consumption is at baseline quantities. 

With the reductions in tier differentials we made in 
D.88-10-062 and this ease, the difference between Tier 1 and Tier 2 
has declined substantially. This reduction CAn be quantified in. 
several ways, but all measures indicate that we now have moved 
about halfway to our goal of ensuring that ~in the very near future 
the level of the LIRA discount (lS%] and the size of the 
Tier l/Tier 2 rate differential are essentially commensurate.
(0.89-09-044, mimeo. p. 8,.) 

On other issues in this area, we conclude that the 
calculation of Tier 1 rAtes should include minimum bill revenues~ 
Consumption by customers who pAy minimum bills is predominantly 
within Tier 1. 

b. Baseline Qu.Mt~ 
P,G&E and ORA agree on four principles for the calculation 

of Daseline quantities. First, baseline quantities should be 

established at the maximum allowed under Public Utilities 
Code S 739. Second, four years of ))illing d4t4 should be used to 
calculate the target quanti ties in this CAse. Third, in the next 
generAl rate case, temperature-adjusted dAta should be used instead 
of multi-year averages. Fourth, target quAntities for master
metered dwelling units should be set by reducing the corresponding 
individually metered quantity by the ratio of master-metered usage 
to average individually metered usage by end-use, season, and 
el~te zone. We endorse these prineiples. 

PG&E agrees with ORA'S proposed tArget baseline 
quantities, and we will adopt ORA's quantities (Exhibit 114, 
Tables 2-l and 2-2). 

PG&E should continue the current practiee of adjusting 
baseline quAntities every May and phasing in toward the target 
quantities we have just adopted.. Rate levels,- shoulcl be adjusted At 
the same time to malce the change in quantities revenue-neutral .. 
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c. l!aplementation of the LIJYlb'ogrp 

As we have discussed., 0.89-09-044 left several issues 
abeut hew to. carry eut ~he LIRA preqrams to. be reselved in this 
case .. 

(1) 2:Xeo,tmen1; of tbq)(ini;mw! Bill 
In 0.8·9-09-044, which covered all regulated gas and 

electric utilities, we determined that the adepted 15% discount 
sheuld also. apply to the menthly custemer charge for utilities who 
assess such a charge. 

In ~his decisien, hewever, we have d.etermined that a 
residential custemer charge is net appropriate at this time, and we 
will centinue the use ef a minimum 1:>ill. 0.89-09-044 was silent en 
the treatment of the minimum bill under the LIRA preqram. 

In its supplemen~l brief on the effec~s ef 
0.89-09-044., PG&E presented a SUl'Im\Axy ef its preposed. rates that 
included a 15%· reduction in the minimum bill as part of its. rates 
fer low-inceme custemers • 

Altheugh other parties have not had an opportunity 
to. cemment on this treatment, we believePG&E~s approach makes 
sense. If the minimum bill were net reduced, the LIRA discount 
would be lest to. lew-income custemers who. censume less than the 
ameunt allowed by the minimum bill. 

(2) LIRA DiSCounts for TOtJ CUstomers 
In 0.89-09-044, we specifically considered. the 

applicatien ef the LIRA disceunt to PG&E's Schedule E-7, which 
effers TOO ser.r:i.ce to., residential CU8tomers (mimeo. pp. 10, 16-, 22, 
and 26·)~ we determined that the best way to implement the 
disceunts for low-income 'tOO custemers was to waive the TOO meter 
charge. 

(3) Sche<llllesEIc1 and EXc7 
In 0.89-09-044, we directed. utilities to offer the 

LIRA proqr.,m discounts· "'in' a ta:ciff separate f:com the main 
residential tariff" (mimeo. p. 2,5.). PG&E has indicated in'its 
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supplemental brief that it will set up new Schedules EL-1 ana EL-7 
to provide for the LIRA discount and to correspond to existing 
Schedules E-1 and E-7. We find that PG&E's proposed schedules meet 
the requirements of 0.89-09-044. 

( 4) Treatment of :Low-IDCome CUstomers served.· 
'11u;oushJ!iaotgr Meters 

The issue of how the LIRA program would be 
implemented for low-income customers served through master meters 
was adciressed in 0.89-07-062 anclO .. S.9-09-044. 

In 0.89-07-06·2 we determined that the LIRA proqr4m 
would be extended only to eligible suDmetered tenants served 
through a master meter. Other tenants are served through a master 
meter, but their consumption is not metered, and their energy- bills 
and rent are not separated. We deter.mined that these tenants would 
not be eligible for the LIRA discount, because there is no 
practical way to estimate their usage and to ensure that the 
discount would be passed through to them. 0.89-09-044 clarified, 
but did not essentially alter, the determinations of 0.89-07-062. 

(5) hemptioDS from the surcharge 
0.89-09-044 exempted existing sales made under 

special contracts with specific rates, sales to wholesale electric 
customers, sales to qualified low-income customers, and sales· to 
streetlightinq customers from the LIRA surcharge. The exemption 
for streetliqhting customers wae granted "·because such se~ice is 
ultimately paid for by taxpayers, who will already contribute to 
the LIRA program as ratepayers"· (mimeo. p. 20). 

Relying on the rationale stated for this exemption, 
PG&E proposes to exclude sales under Schedules L$-l, LS-2, LS-3, 
and TC-l from the surcharge, but to· include sales under 
Schedule OL-l. Schedule OL-l provides outdoor lighting for 
customers other than governmental entities, and exempting sales 
under this schedule is not consistent with our stated reason for 
the exemption. 
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We agree with PG&E that sales under Schedule OL-1 
should be subject to the LIRA surcharge. 

( 6-) calculation of the sw:cbarge 
T.he calculation of the LIRA surcharge was described 

in D.89-09-044. In its supplemental brief, DRA provides a helpful 
illustration of how it proposes to perform this calculation. With 
the fiqures DRA assuml:)S, the resulting sw:charge is 0.04 cents/kWh. 
Without endorsing this' p~ecise rate, we believe ORA presents an 
illustration of the approximate level of the surcharge. T.he 
surcharge should be calculated by the method illustrated in ORA's 
supplemental brief, subject to the other deter.minations of this 
decision. T.he surcharge should be based on the rates that will . 
become effective on Janu4rY 1,. 19'90, and should also recover the 
discounts paid in November and December 1989 and other appropriate 
costs of this program. 

3. Optional Residen~tial Rates 
ll.. Schedule E;1 

(1) Rositi,ons of the Partie, 
Schedule E-7 is an optional time-of-use schedule 

that has been offered for several years. parties made several 
recommendations concerning the relationship between on- and off
peak rates. 

PG&E thinks the summer on-peak to off-peak ratio 
should be set at 90% of the full EPMC level,. an approach that will 
have the effect of moderating increases to tho summer on-peak 
energy rate. PG&E joins DRA in recommending a reven~e allocation 
for Schedule E-7 separate from other residential Customers. PG&E's 
proposed Schedule E-7 would eliminate the baseline credit. 

ORA believes that all pertinent rate differentials-
summer versus winter, on-peak verSU8 off-peak, and their 
combinations--should move halfway from current relationships to· 
EPMC-based differentials. Customer~ on Schedule E-7 would receive 
a ))aseline credit that sets the average Schedule E-7 base'line rate 
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v ~~ the average Schedule E-1 baseline rate, minus Schedule E-7'8 
meter charge prorated over the aver~ge baseline ue~9'e in ORA's 
proposal. A larger :baseline credit, such as TURN recommend.s, is 
also acceptable to ORA. ORA also proposes a new rate option, 
Schedule E-9 (discussed below), that would be s1milar ~o 
Schedule E-7 but would no~ Mve ~ b~seline credit. 

./ 
TURN proposes a revenue-neutral on-pe~k rate. 
PG&E supports its posi~ion by arguing that its 

recommendation, which produces a summer on-peak rate of around 
26· cents/kWh as compared with ORA's, 34 cents ~nd 'l't1RN's 36 cen~s, 
helps keep this optional schedule attractive to curren~ and 
potential partieipants. ~he other parties' proposals, PG&E argues, 
could lead to many drop-outs from the program and thus to =ueh 
higher administrative costs. 

PG&E finds TORN's proposal--to base the revenue 
allocation for Schedule E-7 on the usage eharacteristics of 
customers on Schedule E-1--to· be illo9ic~1 and ~gainst the pr~ctiee 
and guidelines of this CommiSSion. Although 'r'O'RN promotes its 
approach as being revenue-neutral, PG&E calculates that the average 
rate for a typical Schedule E-7 eustomer will be much higher than 
the average Schedule E-l rate if TORN's proposal is adopted. 
Moreover, TURN's approaeh ignores the f~ct that customers with high 
energy co~sumption have a lower average eost of serviee than low
use customers, ~ rel~tionship that PG&E believes should be 

reflected. in r~tes for Schedule E-7. 
PG&E also opposes ORA's ~nd TORN's proposalz to 

inelude ~ baseline credit for Schedule E-7. Such an approach was 
adopted in PG&E's last general r~te c~se, but the Commission had to 
mod.ify its det~ils twiee ~o ~void undesirable effeets.. Under 
current rate design practices, it is possible ~nd not unlikely that 
the J:)aseline rate, as proposed' by ORA and TORN, would actually 
exceed Schedule E-7's off-peak rate, le~Qing to a nonsensie~l 
ne9'~tive baseline credit .. 
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ORA justifies its recommendations by pointing out 
that its proposals are. 'much more favorable thAn PG&E' s for low
usage customers. The' Commission has indicated its interest in 
m4king TOU p~ogrdms att~act~ve to low-usage customers, and 
incorporating a baseline credit is a primary way to achieve that 
goal, DRAl:>elieves. PG&E's proposals penalize low-usage customers, 
because offsetting the monthly meter charge requires substantial 
minimum consumption. To the extent that customers think a TO'O' 
schedule w~thout baseline credits will benefit them, ORA's proposed 
Schedule E-9 (discussed. below) will meet that need' .. 

TURN thinks both PG&E's and DRA"s proposals are 
"'seriously flawed.:'" These proposals allow large users. to save 
money even if their on-peak consumption exceeds the average 
residential consumption. TORN believes· that TO'O' rates should 
encourage customers to reduce on-peak consumption, not reward large 
users for high consumption. 

TORN cites two basiC flaws in other parties' 
proposals. First,. both ORA and PG&E use a separate revenue 
allocation for Schedule E-7. Because of't1U.s separation, less 
revenue is allocated to other residential users, and customers On 
Schedule E-7 receive lower rates while SChedule E-l customers bear 
higher rates. The second flaw is the proposal to reduce or 
eliminate the tier differential, which reduces large users' bills 
because of their larger consumption in Tier 2. 

TURN believes its proposal would create the proper 
incentive to encourage customers to use electricity efficiently and 
to discourage on-peak consumption. TORN's propoeal for 
Schedule E-7 includes a single revenue allocation for the 
residential class and a full baseline credit. TORN contends that 
its· proposal is revenue-neutral because eustomers· with the same on
peak usage as the clas8 average would essentially pay the class 
average rate (except for the added costs of the TO'O' meter), and 
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only customers who shift load to off-peak periods would see 
significant savings. 

TORN acknowledges that its proposal may lead to 
increases for existing TOU customers. To mitigate the effect of 
these increases, TURN proposes that the initial revenue allocatee 
to Schedule E-7 would be l~ited to 5% above the residential class 
average percentage change. 

(2) Discussion 
The parties' positions on this issue place slightly 

different emphases on the function of residential ~OU rates. PG&E 
and DRA tend to emphasize the importance of TOO rates in 
communicating accurate pric·ing signals to customers; customers on 
Schedule E-7 face a high summer on-peak rate~ corresponding to the 
high costs of producing power during those periods, and the 
customer c~n then decide to incur those costs or forego the use of 
electricity. during those periods. TORN, on the other hand, 
emphasizes that TOU rates should primarily be designed.to shift 
consumption away from on-peak hours. TURN sees TOO programs as a 
type of load maMgement proq:am, rather th4n an info:cmational 
progrAm. 

The consequences of these two emphases can be 

illustrated by the parties' apparent attitudes toward the 
composition of the subclass of customers on Schedule E-7. PG&E and 
ORA seem to accept that this schedule will attract more high-usage 
customers, who can reduce their overall bills by converting to this 
schedule. PG&E and ORA find the schedule's, attraction for h1gh
usage customers acceptable, provided that these customers are 
paying an accurate price for their consumption. In this respect, 
ORA and PG&E approach residential TOU rates like TOO rates for 
other customer classes, where we require large customers to talce 
service on TOU schedules. 

TORN, by contrast, argues against creating what 
amounts to a separate subclass for high-USAge residential 
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" 

customers. TORN's proposal is designed to make Schedule E-7 more 
attractive to customers of all levels of consumption and. to 
encourage shifting of consumption from on-peak to off-peak periods. 

Obviously, these two emphases overlap considerably. 
At this time, in keeping with our recent rate desiqn policies, we 
believe it is appropriate to emphasize the dissemination of 
accurate cost information through rates. We believe that accurate 
information will inevitably have a great effect on shifting 
consumption to off-peak periods. 

At the same time, we want to maintain the option for 
low-usage customers to take advantage of the TOO option, if they 
can shift consumption to off-peak period.s. We believe that 
retaining a baseline ~redit for Schedule B-7 will make thiB option 
more attractive to these customers. 

Of the proposals put before us, we find that ORA's 
has more of the characteristics we desire for Schedule E-7. 
A capped EPMC approach to revenue allocation to Sched.ule E-7 should. 
continue to be used. We disagree slightly with ORA on the 
calculation of the baseline credit for Schedule E-7. We find it 
conceptually preferable to derive the Schedule E-7 baseline credit 
from the difference between Schedule E-1's Tier 1 And. Tier 2 rates, 

1 

minus Schedule E-7's meter charges prorated over the average J 
baseline usage. This approach should avoid some of the prOblems 
that have arisen in the past" as pointed out by PG&E, particularly 
as we narrow the differential between the tiers. To avoid a 
repetition of those problems, the baseline credit should' be limited 
so that Schedule E-7's off-peak rate goes no lower than marginal 
cost (see 0.87-12-033, p. 31). 

The parties' recommendations on modifications to on
and off-peak differentials are calculated on a different basis and 
are slightly confusinq~ PG&E recommends moving the summer on-peak 
to off-peo.k ratiO" to 90% of the EPMC level; ORA argues for mOVing 
all TOO and' seasonal differentia18 50% of the d.istanee from current 
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differentials to EPMC levels. But because of the current levels of 
these differentials, ORA's recommendation brings' the summer on- t~ 

off-peak ratio closer to EPMC levels. ORA's proposals provide 
better information About costs t~ customers on Schedule E-7. We 
therefore endorse ORA's proposal to· move ell seasoncl and TOU 
differentiels halfway to EPMC-based levels .. 

Although we have not adopted its proposals, we 
recognize that TORN has raised an important concern about 
residential ':rOU ra'tes. We invite parties to eonsider how 'rOU 
schedules can be made attractive to low-usage customers, how to 
ensure 'that these schedules do not merely serve as a subsidy for 
high-usage customers, and how to maintain equity between customers 
on Schedule E-7 end those who must remain on Schedule £-1. These 
topics may be addressed during the next proceeding when rate design 
issues ax-e considex-ed. 

b. SChedules £-8; and £-9 
(1) Positions of the Parties 

PG&E proposed a new residential rate option with a 
customer charge J:)ased. on full EPMC, seasonclly differentiated 
energy charges, and no baseline credit.. The purpose of this new 
Schedule E-8 is to offer a response to bypass by customere who use 
wood and propane to heat their residences. ORA supports PG&E'!5 
proposal, but PG&E thinks ORA's projection of average consumption 
'under Schedule E-8 leads to an unacceptably high summer rate. PG&E 
believes the summer rate for Schedule £-8 should fall between 'the . 
Tier 1 and Tier 2 rates for Sehedule E-l to 'Arouse sufficient 
customer'interest. 

ORA proposes a new Schedule E-9 ~hA~ resembles 
Schedule 2-7. However, the new schedule would have a customer 
charge based on full EPMC, energy rates derivea from EPMC-~ased 
seasonal and TOU d'ifferentiAls, and no baseline discount. ORA 
believes Schedule E-9 answers mAny of PG&E~8 coneerna about its 
proposals for Schedule 2-7 And offers an att~aetive alternative 
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that many customers, particularly high-usage customers, will 
choose. PG&E opposes' DRA's proposal on the grounds that the n&w 
schedule is unnecessary, has an extremely limited potential market, 
anQ will create confusion among residential customers. 

TORN opposes both PG&E's and DRA's proposed rates. 
The proposed schedules have high customer charges, lack a baseline 
credit, and are based on a separate revenue allocation that will 
benefit only large users. 

If a rate is needed to compete with wood or propane 
for the winter heating market, TURN thinks PG&E should offer an 
option s~ilar to one used by Pacific Power and Light Company 
(PP&L). This option establishes a base period for each winter 
month's consumption and offers discounts for consumption above the 
base amount. ~he option also requires the customer to install 
certain weatherization measures. TURN thinks the resulting 
discounts would appeal to customers heating with wood and propane. 
Any revenue shortfall should be allocated like the shortfall from 
special contracts with industrial customers, ~ urges, with lost 
revenues recovered from other customer classes. 

PG&E and DRA oppose TORN's proposal. PG&E notes 
that PP&L has been forced to make several modifications to its 
experimental rate and that the Commission has concerns about 
whether the rate actually led to increased electricity consumption 
for heating (Res. E-31G,O). DRA pointed out that TORN's P;t'oposed. 
rate does not have a floor that includes the m4rqinal cost of 
noncoincident capacity and that TURN's witness could not testify 
that the proposed rate corresponded to the indifference rate of a 
customer heating with wood or propane. 

(2) Diseussi9n 
We will approve a new Schedule E-8. We b4ve doubts 

About the effectiveness of TORN/s proposed o~ion in accomplishing 
its intended purpose, and we are reluctant to approve this type of 
option unt5.1 PP&L" s experimental rate has demonstrated qreater 
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success. Schedule E-8 is a reasonable and administrat:i.vely simple 
effort to compete for customers who heat w:i.th wood or propane. 

We agree w:i.th DRA, however, that PG&E's project:i.ons 
of consumpt:i.on by customers on this schedule Are too low. Rate 
design for this schedule should assume the average consumption 
estimated by DRA and include a customer charge and seasonal energy 
rates set at full EPMC levels. In addition, to prevent tariff
shopping and' excessive switchinq between Schedules E-S and E-1, the 
tariff for Schedule E-8 should have a special condition requirinq 
customers who choose this option to remnin on this schedule for at 
least one full year. 

We will not approve the proposed Schedule E-9. DRA 
has projected that this schedule will attract only 1,490 customers 
:i.n 1990. This small degree of participat:i.on does not outweigh the 
potential ~onfusion that a new residential TOO opt!on could create. 
As our decision on Schedule E-7 rates indicates ,. we believe it is 
important at this time to maintain a degree of stability in our 
residential TOU program. 

4. Ka8'teX-Keter Discounts 
a. Introduction 

PG&E prov:i.des electric and gas service through master 
meters to mobilehome parks and multifamily dwellings with 
submetered service to their tenants under Schedules ET and GT 
(mobilehome parks) and Schedules ES and GS (multifmnily dwellings). 
PU Code S 739.S requires master-meter customers who provide 
submetered service to, tenants of mobilehome parks, apartment 
buildings, and similar residential complexes to charqe the tenants 
the same rate that the utility would charqe if it provided direct 
service. Because submetered service allows the utility not to 
incur some of the distribution and customer costs that are included 
in its rates, Section 739.$ further states: 

"'I'he commiss,ion shall require the corporation 
furnishing service to, the master-meter eustomer 
to establish uniform rates for master-meter 

- 273 -

I 



• 

• 

• 

A .. 88-12-00S·, X .... 89-03-033 ALJ/GLW,B'rC/jC AL'.r-COM-SWH 

service at a level which will provide a 
sufficient differential to cover the reasonable 
average costs to master-meter customers of 
provicling submeter service ......... 

We have implemented this statute by basing master-meter cliscounts 
on the average costs PG&E incurs in serving residential layouts 
similar to those served by the master-meter customer .. 

PG&E presented testtmony and studies to support its 
quantification of the master-meter cliscount, and DRA and TORN base 
their recommendations to a large extent on these studies. ~ 
disputed the accuracy of and the basis for PG&E's studies on 
mobilehome parks and presented recommendations supported by its own 
research. 'rhe dispute over the calculation of master-meter 
discounts for mobilehome parks covered. four topics. The discounts 
for sul;)meterecl multifamily dwellings, served on Schedules ES and 
GS, were not contested in this case. 

b.. Plant Cost Studies 
PG&E conducted. a review of the previous cost studies that 

supported its existing master-meter discounts and determined that 
the old studies had several key defects.. PG&E therefore decided to 
conduct new cost studies and to develop its proposed master-meter 
discounts from them. Both the former gas and electric studies 
exaggerated the length of the clistribution system of a sul;)metered. 
mobilehome park, and the electric studies included the costs of a 
portion. of PG&E'S distribution system that was not provided by the 
master-meter customer. 

WMA disputes the accuracy of PG&E'S cost studies.. '.rhe 
new studies bear no relationship to the studies that the Commission 
has relied on in the past. PG&E deviated dramatically from 
accepted procedures in conducting its studies, and it has not 
demonstrated that its results are in any way superior to past 
studies, accord'ing to, WMA. PG&E used un:relial:>ly small samples and 
violated the basic requirements of rar,dom.. sampl.1.nq method"1 WMA 
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argues. In addition, PG&E applied an index inappropriately to 
develop an estimate of historic plant costs. 

For all these reasons, WMA believes PG&E's studies should 
be rejected~ 'l'he cost studies from PG&E's last general rate case 
should be updated" And the master-meter discounts derived from 
them. 

ORA essentially supports PG&E's approach but has 
reservations, about the validity of the samples underlying the cost 
studies. Because of those reservations, ORA calculated the portion 
of average rates that can be attributed to the cost of distribution 
and customer accounts and compared the resulting ratios to the 
portion of average bills on the master-meter schedules attributable 
to the master-meter discounts (which reflect distribution. and 
customer account savings). 

ORA concluded that PG&E's proposed discounts are 
reasonable,', except for the Schedule G'l' discount, which ORA thinks 

should remain at its present level. 
TORN supports DRA's suggestions, including the 

recommendation to maintain the discount for Schedule G~ at current 
rates. TURN notes that a large number of the bills under 
Schedules ET and GT'do not even cover PG&E's fuel costs. 'l'his 
poses a substantial burden for other customers, which TORN does not 
believe should be increased. 

It is obvious from the criticisms of other parties that 
PG&E's cost studies have many shortcomings that could affect their 
accuracy. Nevertheless, we will adopt d'iscounts based on those 
studies and on ORA's analyses. DRA's somewhat rough check of 
PG&E's figures lends some credence to PG&E's results except for 
Schedule GT. We agree with ORA that the discount for Schedule G'1: 

should not be changed at this time. 
OUr reason for accepting PG&E's figures, comes from the 

collateral testimony about the levels of average rates for master
meter customers. PG&E testified that over 3&' of the Schedule ET' 
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bills had average rates that were less than or equal to the ECAC 
rate, and 27% of the Schedule, 'GT :bills had average rates that were 
less than or equal to the core weighted average cost of gas (WACOG) 
rates. These rates express PG&E's direct cost of purchasing fuel 
and electricity, and in theory the discounted master-meter rates 
should always :be higher than this level. The faet that some bills 
are lower than the eost of fuel indicates that the existing 
discounts are skewed, and that some master-meter customers are 
subsidized by other customers. For this reason, we are reluctant 
to raise the discounts above the levels recommended by DRA .. 

Section 739.5(a) effectively limits the costs that ue 
the basis for the discount by providing that "these costs shall not 
exceed the average cost that the corporation would have incurred in 
providing comparable serviees directly to· users of the service.
For purposes of this discussion, the utility'S product can be 
divided into two services, providing energy and arranging for the 
customer's access to the utility'S system. ~he master-meter 
customer who submeters its tenants replaces the utility in 
providing access to the utility'S. system~ and the utility'S cost of 
providing this comparable service sets the limit for the discount. 

It is immediately obvious that the master-meter customer 
does not provide energy services. If the discount results in a 
rate that does not equal the utility'S cost of providing these 
energy services, elementary arithmetie shows that costs underlying 
the discount exceed the utility'S average eost of providing 
customer aCcess. 

The statistics on the percentage of master-meter 
eustomers with average rates less than tho ECAC or WACOG rates, 
combined with the somewhat shaky :basis for the master-meter 
discounts, leads us to adopt a safeguard to ensure that the 
l.imitations of section 739.5·(a) are observed. As we have just 
discussed, master-meter customers, like other customers, should 
bear at least the eosts of the energy required to serve them, and 
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any discounts that result in rates lower than the ECAC and WACOG 
. rates are clearly too high. We will therefore adopt a minimum 
average rate for master-meter customers equal to the average ECAC 
rate for Schedule ET' and the core WACOG for Schedule' GT'.. This 
minimum rate should be collected from master-meter customers even 
if master-meter discounts would result in a lower bill. 

These facts also lead us to question the approach that 
has been employed to, calculate master-meter discounts up to now. 
We will again instruct PG&E to' reexamine the basis for its cost 
studies and to put extra effort into developing an accurate and 
easy-to-verify method for calculating the master-meter discounts. 
The results of its efforts should be reported as part of its next 
general rate case application. 

c.. VACAnCY FActor 

PG&E and WMA apply the vacancy factor in different ways. 
PG&E uses a vacancy factor to reduce the component of the 

discount associated with customer accounts. PG&E reaSons that the 
master-meter customer does not incur customer accounts-related 
costs, such as billing anc:l meter reac:l'ing, when a' space is vacant. 
PG&E reduces the master-meter discount to reflect these savings. 

WMA applies the vacancy factor to the investment the 
master-meter customer has mac:le in the equipment that provic:les 
service to the tenants.. WMA argues that the discount should. be 

increased to compensate the master-meter customer for the 
investment costs that are not recovered when no tenant is occupying 
a space. To put the master-meter customer in the same shoes as the 
utility, WMA argues, compensation for these sunk and unrecovered 
investment costs is necessary. 

PU Code S 739.5 requires the net master-meter discount to 
be based on "'the reasonable average costs to master-meter customers 
of providing submeter service." Thus, the amount of the master
meter discount should be the answer to the question of what are the 
reasonable average costs of providing suhmeter service. '!'he 
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adjustment PG&E makes to customer accounts expenses appears to be 
consistent with the language of the statute and with PG&E's 
calculation of the discount on an occupied space basis. It is not 
obvious that the adjustment proposed by WMA also needs to be XIll1de~ 
But we agree with WMA. that the discount should be calculated. on A 
consistent basis. Because PG&E CAlculAtes the discount on an 
occupied space basis, the underlying plant cost and other 
components should reflect an averaqe vacancy rate~ We believe the 
languaqe of the statute dictates this result. 

d. DiVersity Factor 
Master-meter customers receive baseline quantities for 

all of their submetered tenants. Some of these tenants may consume 
less than the baseline quantity that is allotted to them· and other 
tenants' consumption may exceed their allotment. The master-meter 
customer could benefit unfairly from the diversity of the tenants' 
consumption. patterns by purchasing some power at Tier 1 rates and 
reselling it at Tier 2 rates. A diversity factor is calculated And 
applied to reduce the discount to avoid inequitable discounts for 
the master-meter customer. 

WMA criticizes PG&E'S diversity studies, but it is 
willing to use the results of these studies in its discount 
proposal. PG&E agreed to recalculAte the diversity benefit 
adjustment to reflect the baseline quantities and rates that result 
from this case and related proceedings. 

PG&E's agreement to· recalculate the diversity benefit 
adjustment is a reasonable resolution of this issue. 

e. Electric Line Loss Adjustment 
In PG&E's last general rate case, WMA. introduced evidence 

about the line losses from the master meter to the submeter. WMA 
argued that its estimated line losses should be considered in the 
calculation of the master-meter discount. We rejected WHA's 
figures, but we agreed that line losses should be taken into 
account in developing a reasonable discount for submetered 
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mobilehome parks. We directed PG&E -to conduct a study in 
conjunction with WMA to determine the actual line losses of 
submetered mobilehome parks." (0 .. 8&-12-091, mimeo. p. 37.) The 
results of this study were to be presented as part of this case. 

For various reasons, the joint study contemplated in 
D.86-12-091 was not undertaken. WMA objected to PG&E's evidence on 
line losses, and the ALJ directed the parties to develop a joint 
study, as had been previously ordered by the Commission. The 
resulting joint study, Exhibit 94, was considered as part of the 
update hearings. 

Because of the time constraints, Exhibit 94 is based on a 
limited sample of submetered parks. ~ine losses were calculated by 
reviewing billing data for the master meter and submeters and 
estimating common area usage from visits to the parks. Of the five 
parks selec:ted, one park was dropped from the study because 
submeter billing data was not available, and one park was excluded 
because the estimates resulted in an improbable negative line loss • 
The average estimated line loss for the remaining three parks was 
5 .. 06·% of master-meter consumption. 

(1) EGiI'8 Position 
PG&E believes that the study summarized in 

Exhibit 94 is flawed and should be rejected by the Commission. 
PG&E supports the results of its original study, set forth in 
Exhibit 17 and revised in Exhibit 85. In its original st~dy, PG&E 
reviewed five distribution systems in mobilehome parks of different 
sizes and ages. PG&E calculated line losses based on the equipment 
installed in the parks and the billing data for the parks. The 
resulting line losses are 0.49% of master-meter consumption, and 
the corresponding adjustment to the discount is $0.25 per space. 

PG&E criticizes the study presented in Exhibit 94. 
Several sources of error are poSSible, including the metering 
equipment.. The estimates of consumption in common areas is subject 
to estimating error and imprecisions of automatic equipment 
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governing electricity usage in those areas. Distribution systems 
in the parks may not meet PG&E standards, leading to unnecessarily 

( 

high losses. Losses for PG&E's entire secondary distribution 
system, including transformation from the pr~ to 5econ~ 
level, averag-e 3.6,l%" well below the results of the study. 
Finally, in interpreting the study~s results, PG&E subtracts the 
losses in mas.ter-meter transfo:rmers' in performing- the calculation 
of the discount. ~ believes these transformer losses should not 
be cons,idered in the adjustment,. because mObilehome parks are not 
served through a master-meter trdnsformer. 

(2) WJ0 /I., Po!ition 
~ supports the results of the study presented in 

Exhibit 94. WMA thinks PG&E's criticisms have been refuted, and it 
believes the results of the study are reasonable when compared to 
other aVdilable information. PG&E's previous estimates were 
entirely based on eng-ineerinq formulas, and the results were never 
tested ag-ainst actual losses by directly metering- the losses 
associated with a sUbmetered park. WMA would prefer to perform a 
year-round metering of a reasonable sample of mobilehome parks to 
develop reliable estimates of line losses, but because PG&E has not 
complied with the Commission's directives., such a study was never 
undertaken. In the absence of such a study, the study presented in 
Exhibit 94 is the soundest estimate that can be made at this time. 

(3) DBA's Positton 
DRA notes that it had earlier expressed its concern 

about the small sample size that PG&E used in con~ucting its sU;Vey 
of mobilehome parks. The study of Exhibit 94, however, is ba&ed on 
an even smaller sample, making- its results suspect. DRA states 
that the results of some of PG&E's studies are in line with 
estimates of losses for the secondary system as a whole. DRA 
finally notes that the study ordered in 0·.86-l2-091 to measure 
actual l1ne losses has still not b3en performed~ 
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(4) Discussion 
We find that there are many defects in all the 

studies presented in this case. Because of an unexplained And 
completely counterproductive animosity between PG&E and WMA, the 
study we ordered in 0.86-12-091 WAS never performed. PG&E's 
proposed study is based solely on formulas that may not prove 
accurate'when applied to a complex submetering system, and PG&E has 
made no effort to verify its estimates. The study of Exhil>it 94 is 
based on only three parks, and its soundness is- brought into 
question by the negative line loss- found for one of the other parks 
surveyed. We cannot base the adjustment on studies of this 
quality. 

Our options are not attractive. Three years ago we 
dete:mined that line losses should be taken into consideration in 
developing ,master-meter discounts. We still have no solid 
estimates of those line losses. We are reluctant to. continue to, 
have no allowance for line losses, because all parties agree that 
~ losses· occur. 

We have searched the record, and we will adopt a 
line 108S sU9gested as a temporary figure by WHA's witness. 
Earlier in this proceeding, he suggested that line losses could be 
based on the annual average secon~ distribution level loss 
adjustment PG&E used in its marginal cost studies in this case 
(Exhibit 242, p. 12). This figure, 2.098%, has appeal because it 
was developed by PG&E and its temporary use was advocated by WMA. 
In addition, as an estimate of mobilehome park line losses, it 
seems to bear a reasonable relation to PG&E's losses for its entire 
secondary distribution system, 3.61% (Tr. 66:7095,). For lack of a 
better figure in this record, we will adopt a line loss percentage 
associated with submetered mobilehome parks of 2'.098%. 

~ and PG&E now agree that line losses occur 
primarily in the second tier of residential rates, and' that the 
adjustment should be based on Tier 2 rates'; ORA, however" th.i.nJcs 
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moe't mobilehome usage occurs. within Tier 1, and it supports PG&E's 
former posi'tion that the adjustment should be bas,ed on a weighted 
average of Tier 1 and Tier 2 rates. PG&E's study shows that the 
marginal consumption of 9 of the 23 parJcs studied,. or 39%, was 
within T~er 1 and that roughly SO% of total consumption was within 
Tier. 1 (Exhibit 17, p. 3-10). PG&E's, data refutes its current 
position. We will adopt ORA's approach of basing the adjustment on 
a weigh'ted average of Tier 1 and Tier 2 ra'tes. The weiqh'tinq 
should be based on the data from Exhibit 17, p. 3-10~ 

Better studies are obViously needed~ We will once 
again direc't PG&E to develop studies of line losses of submetered 
mobilehome parks. Although we will not require that this study be 
exclusively based on actual measuremen'ts of line losses, it appears 
that a reasonable and statistically significant sample of 
submetered ~ark8 will have'to be subject to actual 10s8 
measurements to resolve this question.. PG&E should consult with 
WMA in developing its study, but we want to make it clear that we 
will hold PG&E responsible for coming up with an accurate and 
theoretically defensible study. The results of this study shall be 

presented as part of PG&E's next general rate case. 
f. LIRA Discounts for Subaletered 2.'eMnts 

As we have previously discussed,. the LIRA discounts 
implemented in this decision should be made available to submetered 
tenants of master-meter customers, but not to unmetered 'tenants 
served through a master meter. 

9' • conc:l!i!$!on 
Based on the determinations we have made in this 

decision, the master-meter discounts should be $10.50 per space per 
mon'th for Schedule ET', $2.85- per space per month for' Schedule ES, 
S 6 .32 per space per month for Schedule GT', and $3 .. &0 per space per 
month for Schedule GS. 
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s. ~sbmeterinq for Recreational Vehicle parg 
In 0.88-09-025 we addressed the issue 'of sUbmetering for 

tenants of recreational vehicle (RV) parks. In that case, several 
RV parks had asked the Commission to require PG&E and another 
utility to, open up their mobilehome park master-meter rate 
schedules to RV parks. We d.etermined at that time that RV parks 
could qualify for baseline allowances if they rent at lea5t 50% of 
their spaces on a month-to-month basis for at least nine months of 
the yoar. RV parks that meet these criteria are also eligible for 
service on Schedule EM, and RV parks are eligible to. have permanent 
tenants of the parks served. directly by PG&E. We Also· declared 
that RV parks were eligible for service under general service or 
commercial schedulea, and ruled that RV parks were not eligible for 
service under Schedule E'r'. 

A. Eositions of the Parties 
C'rPA seeks to alter the earlier determinations of 

D.88-09-025·. It argues that the requiring nine months' occupancy 
is burdensome, and this requirement has left virtually all of its 
members and their tenants ineligible for baseline allowances. CTPA 
urges that RV parks should be permitted to, submeter extended. stay 
tenants who Sign a rental agreement for a term of at least 30 dAys 
and to, bill these tenants und.er Sched.ule E-l. The park owners 
would. be billed under Schedule ES, which applies to multifAmily 
dwellings. 
~ C'rPA believes this change is necessary because of the 

changing nature of occupancy in RV parks. More CaliforniaD$ are 
using RVs as their permanent reSidences, and occupancy in the parks 
is becoming more stable. The existing prohibition against 
submetering prevents the park owner from basing charges"on 
electricity usage, which in turn discourages conservation and 
encourages waste.. In addition, CTP~ finds the current arrangement 
inequitable because the parks' tenants· are effectively denied. the 
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benefits of baseline rates that other residential customers 
receive .. 

PG&E opposes CTPA~s proposals. It believes CTPA is 
unjustifiably relitigating issues that were resolved in 
0.SS-09-025·. CTPA has submitted no new evidence that would warrant 
revising these issues and has not demonstrated that the existing 
provisions are unworkable. If few parks qualify under the existing 
requirement, PG&E contends, that merely shows that RV parks 
continue to· be predominantly transient, and thus commercial in 
nature. The Commission has consistently excluded commercial 
customers from receiving residential baseline allowances. 

ORA also opposes CTPA's requests. ORA believes CTPA 't1l4y 
be misinterpreting the requirements established in 0.88-08-025·. 
CTPA seems to read the nine-month requirement to refer to 
continuous ,occupancy by the same tenant; ORA reads the decision to 
refer to the same space. In other words, ORA believes that the 
Commission intended that a park would devote a particular space for 
at least nine months of the year to occupancy by one or more 
tenants on a month-to-month basis, but several tenants could 
sequentially occupy the same space. A similar restriction applies 
to the rooms- of residential hotels, and the RV park space is 
analogous to the room of a residential hotel. ORk asks us to· 
clarify this ambiguity. If the Commission endorses DRA~8 
interpretation, ORA recommends maintaining the existing 
requirement. 

TURN sees no need for any changes t~the Commission's 
existing policy as expressed in 0.8S-09-025·. TORN o~poses CTPA's 
proposals. 

b. Piscussion 
CTPA has not persuaded us that the policy we developed in 

D.88-09-025 needs to be modified at this time. CTPA's assertio%1$ 
about the increasingly permanent nature of occupancy in RV parks is 
contradicted by its testimony about the impracticality of our 
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qualifications for receiving baseline allowances. Our current 
requirements do not seem unduly restrictive, and if parks cannot 
meet them, this strongly suggests that their occupants Are largely 
transient. 

We note that similar requirements were established in 
0.83-12-0&8 for baseline allowances for residential hotels, and the 
record does not indicate that these establishments have had a 
similar problem in meeting these eriteria. 

As DRA points out, part of C'rPA'8 problem may be solved 
by a clarification of the eriteria of D.88-09-02S,. Although our 
language could perhaps be Mis inte::preted, our standard refers to 
spaces, rather than into individual tenants. Thus, if an RV park 
rents at least 50%· of its spaces on a month-to-month basiz to one 
or more tenants for at least nine months of the year, then the 
tenants of ,such spaces should be considered permanent residents who 
are also eligible for ~aseline allowances. (We note that PG&E's 
current Schedule EM refers to spaces, as we intended.) This 
clarification is close to one of the ehanges C'rPA requested, ~ut in 
all other respects, its requests Are denied. 

Although we reject the ~ulk of its request, C'rPA has 
raised several points that may qive rise to further action. CTPA 
has pointed out that tenants of RV parks have no incentive to 

conserve energy unless their individual consumption is metered and 
billed to them. Xn addition, CTPA has presented testimony that 
many park owners have installed submetoring systems, despite our 
prohi~ition against new submetering syetems. We would like better 
information on these points before we consider any further action 
on CTPA's requests.. PG&E should work with CTPA to, develop a survey 1 
of RV parks to determine: 1) the proportion of parks that meet our 
criteria for qualifying for baseline allowances., as set forth in 
D.88-09-02S,; 2) the proportion of parks that have installed 
s~eters for at least some of their spaces; and 3:) the proportion 
of RV park spaces that are rented on a month-to-month basis. 
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PG&E shoulcl submit this info:r:mation, ideally in the form 
of a joint report with CTPA, with exceptions or clissents, if 
necessary, on or before January 1, 1991. 
c. Small Light yd Pcnr 

This category offers several service options for small 
commercial and industrial customers. Schedule A-l is a general 
service schedule. Scheclule A-& offers a TOU option, ancl Schedule 
A-15 provides for direct current service. SChedule ~C-1 covers 
traffic control service. Two issues concerned rates for service to 
this class. 

1. CUstomer Charge 
PG&E recommends increasing the customer charge for these 

schedules by 15% of the difference between current charges and 
marginal cost. The effect of PG&E~s recommendation is to raise the 
monthly cu~to=er cost from $5.00 to $7.50. DRA would increase the 
customer charge ~y 7.5% of the difference between current charges 
and the EPMC level. DRA's recommended monthly charge is $7.00. As 

we have mentioned, ACWA urges that customer charges should be set 
at marginal cost, rather than EPMC, and that increases should be 
limited to S% per year. The monthly charge apparently reSUlting 
from ACWA's recommendation is $5.25. 

All parties agree that current margi1l8l customer costs 
are well above the levels of the current charge or the charges 
recommended in this case. We agree with DRA and PG&E's g~neral 
prinCiple that customer charges for commercial ancl industr1al 
customers should collect a greater share of marginal customer 
costs. We will therefore adopt PG&E's proposed chUge of $7.50, 
which is only slightly higher than DRA's recommended monthly 
charge. ACWA's recommendation does not make adequate progress 
toward either marginal cost or EPMC. 

2. facilitiep Charge for SChedule A-IS 
DRArecommends raising the facilities charge for 

customers receiving clirect current service under Schedule A-1S from 
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S6.00 per meter per month to $7.80. ORA arguee that it 
demonstrated in'PG&E's last general rate case that the costs of 
replacing direct current meters would be equalized over time at 
$7.80 per month. The Commission qranted a substantial increase in 
these charges in the last general rate case decision, but ORA 
believes that this process should be completed in this decision. 

PG&E does not oppose ORA's recommendation. 
We will adopt ORA's recommendation and set the facilities 

charge for customers on Schedule A-1S at $7.80 per meter per month. 
D. Medium Light and Power 

These schedules provide service to mid-sized commercial 
and industrial facilities. Schedule A-10 provides an alternative 
to Schedule A-l for customers with larger consumption of 
electricity and features higher customer charges, a maximum demand 
charge, an~ lower energy charges. Schedule A-ll is a TOU option. 
The level of some charges to these customers depends on whether the 
customer connects to PG&E's system at the primary distribution or 
secondary distribution level. 

1. CUstO!!eX' Chaxges 
The parties recommend the same percentage increases to 

current customer charges a8 were di,cussed under the customer 
charge for the small light and powee class. PG&E recommends 
setting the monthly customer charge at $60.00, rather than the 
current $5,0.00, and ORA recommends an increase to $63.00. 
(Al though ORA recommends a sIZUlller percentage of movement, the 
goals of the two parties" movements are different; PG&E gears its 
recommendation to- marginal cost, but ORA aims at the higher EPMC 
level. ) 

As with the small power and light class, the recommended 
customer charges are well below estimates of marginal costs. 
Because of the importance of continuing progress toward EPMC, and 
because the difference between the parties' recommendation is 
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minor, we will adopt ORA's recommended customer charge of $63.00 
per month for Schedules A-10 and A-ll. 

2. Ene;gy Charge for SCh~!lle A-lO 
PG&E proposes to establish a two-tier energy charge for 

Schedule A-10 instead of the current flat rate. ~he tiers would be 
based on load factor, measured on 4 kWh/leW basis. ~he first tier, 
defined as the first 280 kWh/leW per month, carries a higher rate. 
~he second tier covers higher consumption levels and has a lower 
rate. Thus, higher load factor custo~ers with greater consumption 
in the second tier would have a lower Average rate. 

PG&E offers four reasons to, support its proposal. First, 
the rate structure mimics a TOO rate for high load factor 
customers. Second, the proposal encourages low load factor 
customers with little on-peak use to migrate to Schedule A-ll. 
Third, it gives customers an incentive to improve their load . ' 

factors. And fourth, it responds to potential bypass by increasing 
average rates for on-peak consumption by low load factor customers 
and reducing on-peak rates for high load factor customers. 

ORA opposes PG&E' s proposal. ORA subm1. ts that ~he 
proposed declining block structure is inconsistent with cost-based 
rate design principles and with conservation policies. Moreover, 
the structure of the proposed rate does not mimic TOO rates, as 
PG&E claims. The energy rate declines after the first 280 kWh/leW 
per month, no matter when that usage oecurs. ORA believes tllat the 
proposed rate has the potential to encourage on-peak use, unlike a 
true TOU rate. PG&E has stated that customers on Schedule A-10 
have a load shape that coincides with system peak. Encouraging 
greater usage, by lowering rates for higher consumption levels, 
will likely lead to more consumption with the same load shape, and 
thus to more on-peak usage, rather than improved load factors. 
Finally,ORA notes that a true TOO option exists in Schedule A-ll. 
Encouraging conversions to that 8chedule wou14 accomplish all of 
PG&E's goa18 without tampering with existing·ra.te structures • 
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see and OGS also oppose PG&E's proposal. sec and OGS 

echo many of ORA's concerns and point out 'that a similar proposal 
was rejected in SOG&E's recent gen~ral rate case (0.88-12-085-, 
mimeo. p. 47). PG&E's proposal would ancourage wasteful additional 
consumption and discourage conservation. Because the proposal has 
many undesirable side effects, and because a TOU option, Schedule 
A-ll, is available to medium light ~Lnd power customers, SCC and DGS 
urge the Commission to reject the proposal. 

PG&E's proposal seems to be an attempt to encourage 
shifting of consumption to off-peak periods by customers with usage 
levels that do not justify TOO meters. By creating an incentive 
for the customer to improve its load factor, either by shifting 
load or by decreasing maximum demand, PG&E believes this rate 
structure will lead to a decrease in coincident capacity costs for 
this schedule. . , 

We are not persuaded that PG&E's proposal is the most 
effective way of achieving its goals. The price signal that PG&E's 
provides is indirect" fairly sophisticated" and ambiguous. The 
customer may interpret this schedule as a signal either to reduce 
demand or to increase overall consumption. We hope to encourage 
the former behavior, but not necessarily the latter. For an 
individual customer with pr~ily off-peak usage, moreover, the 
schedule may be inequitable, as we pointed out in 0.88-12-085-. A 
more pointed way of improving load factor may be to' increase the 
maximum demand charge and to inform customers of ways to reduce 
their recorded maximum demand. In any event, PG&E's proposal 
leaves us with too many unanswered questions about its actual, as 
opposed to its intended, effect,. and we will not adopt it. 

3. Con1w:lclive Billing Experimcmt 
In 0.86-12-09'1 in PG&E's last general rate case, we 

required PG&E to, offer conjunctive billing to, schools. Conjunctive 
billing refers to the practice of combining meter readings from 
multiple meters of a single customer to gain various rate benefits. 
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PG&E has offered two options for conjunctive billing. 
The first, the Existing Metering Option, combines the total use 
recorded by several meters and app11es the most advantageous 
schedule for which the combined use qualifies. The second option, 
the Facility Allocation Option, calculates the customer's maximum 
demand from the combined diversified demand from several meters, 
rather thAn the sum of the maximum demancts from the separate 
meters. Unless maximum demand is reached at the same time on all 
the meters, use of the diversified demand from the separate meters 
will result in a lower maximum demand and lower demand charges. 

Conjunctive billing differs from summary billing, which 
presents on a single bill the chargos from several meters serving 
the same customer. 

PG&E proposes to end its conjunctive billing experiment. 
Of the 219 bill comparisons PG&E prepared for customers who 
inquired about conjunctive billing, only tw~ have actually selected 
a conjunctive billing option. The minimal response persuades PG&E 
that schools have little interest in conjunctive billing, and that 
the expense of this program is not justified. PG&E will honor its 
existing contracts for conjunctive billing and will continue to 
offer summary billing to all customers. 

Edison supports PG&E's request to discontinue the 
experiment, and Edison further asks the Commission to suspend 
Edison's comparable program. 

Edison points to PG&E's testimony that the aclministrlltive 
costs incurred so far in pursuing this experiment exceed the 
benefit received by the two participants. Edison also performed an 
analysis of how PG&E's options wo~ld benefit schools in.Edison'8 
territory. It concluded that neither option offered by PG&E would 
result in enough savings for schools to offset the administrative 
costs· of setting up· and running ~ conjunctive billing program. Few 
schools would benefit, and the benefits to those few.' schools would 
be small • 

- 290 -



• 

• 

• 

A.98-12-00S, 1.99-03 ... 033 ALJ/GLW,B'rC/jc AL'r-COM-SWH 

SCRUB opposes end.ing this pro;ram. SCRUB points out that 
the first workbooks on conjunctive billing were not mailed to 
schools until February 1988. PG&E's request for diseontinuance was 
based on the response as· of August 8, 1988. In light of the 
complexity of making bill comparisons ~or the Facility Allocation 
Option, the only true conjuetive billing option, SCRUB thinks it is 
premature for the Commis8ion to aband.on this progrAm based. on less 
than six months of data on the targeted eustomers'- response to the 
experiment. SCRUB urges the 'Commission to give this program more 
time and not to end it prematurely. 

We agree with SCRUB that this progrom should. be given 
more time to prove its worthiness. We will direct PG&E to continue 
its conjunctive Dilling experiment until at least Oecember 31, 
1990, and to work with SCRUB during this time to attempt to get 
responses to the experimental offerings from more schools. If PG&E 
concludes that this experiment is not cost-effective at the end of 
1990, it may apply again to end the pro;ram as part of the next 
rate design window occurring after 1990. 

In th1s proceeding, which concerns only PG&E, we will not 
grant Edison's request to suspend its conjunctive billing offering
E. Wge Ligbt lAd Power 

Large commercial and industrial customers are currently 
served under one main rate schedule, E-20, for customers with 
demands of 500 kW or more.. Some componen't.s of this schedule VI!J:::y 

according to whether the customer connects to· PG&E's system at the 
transmission level or at the primary or secondary distribution 
level.. In addition, many customers in this class choose to have 
all or a portion of their load subject ,to interruption by PG&E, and 
credits are made to customers electing this nonfirm service .. 

Railway customers are sometimes labeled as a separate 
class on revenue allocation and rate design tables·~ 'rhese 
customers are not a true customer class, however; they Are- served 
on Schedule E-20 .. 
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1. Creation of Schedgle 2-19 

In this case PG&E proposes to divide the E-20 schedule 
into two schedules. ~he new Sehedule.E-19'would serve customers 
w.ith DlAx.imum demands of between 500 and 1000 leW. Schedule E-20 
would continue to apply to customers with more than 1000 kW of 
maximum demand .. 

No party opposes PG&E's proposal, and we will authorize 
the new Scheelule E-19. 

We suspect that rates for Scheelule E-20 w1ll typically be 
lower than for Schedule £-19. This rate differential could lead 
customers near the 1000 kW border between these schedules to 
increase their maximum demAnd to take advantage of lower rates. We 
do not want to stimulate this artificial increase of demanel, anel 
PG&E should inco~rate appropriate restrictions in its tar.iffs to 
prevent this sort of movement from Schedule E-19 to Schedule E-20. 
A reasonable initial restriction is to require customers served 
under Schedule £-20 to take service on another schedule if maximum 

demand falls below 1000 leW for eight months out of twelve. 
Some customers' demanels vary with the season. During 

times of high demand, these customers, have load patterns similor to 
those of customers on Schedule £-20, and their demand is above 
1000 leW. PG&E should. serve such customers under Schedule E-20 i.f 
the customer's billing history shows that the customer could 
annually meet the requirements for initial placement on 
Schedule E-20 .. 

2. cu8t~Charge8 

The differences between DRA and PG&E discussed under 
customer charges for the small light and power class also apply to ~ 
customer charges for Schedules £'-19 and E-20. CMA aqrees with .."". 
PG&E's general approach and recommends maintaining consistency 
among the voltage levels. The parties' recommende4 customer 
charges vary somewhat according to- their estimates of marginal 
costs and" net revenue increase.. The following, table smmMrizes the 

- 292 -



• 

• 

• 

A.88-12-00S, I.89-03-033 ALJ/GLW,BTC/jC 

parties' positions on customer charges for firm service customers. 
PG&E's recommendatione are'~ased on a net revenue increase of $460 
million; DRA's recommendations are based on a net revenue increase 
of $2850 million. CMA.'-s recommendations are independent of the 
level of revenue change'.. (Exhibit 85, Table 10-1; Exhibit 176, 
Table 1-4; Exhibit 23,7-A, Table 2-4a-R.) 

Schedule 

E-19: 
Secondary 
Primary 
TranSmission 

E-20: 

Secondary 
Primary 
Transmission 

Table 4 

ReccweJlded CU,toMr Charges 

Current 
Charges 

$100 
$100 
$100 

$100 
$100 
$100 

PG&E'8 
Proposed 
Charges 

$ 225 
$ 205-
$1100 

$ 2650, 
$ 200 
$-1100 

ORA's 
Proposed' 
Charges 

$270 
$220 
$500 

$370 
$220 
$5000 

eMA's 
Proposed 
Charges 

$239 
$220 
$261 

$279 
$220 
$-261 

For nonfirm service options, the curx-ent customer charge 
is $290 for all connection levels.. DRA recommends that customer 
charges for nonfirm customers should be higher than the recommended 
rate for firm service by $190 for curtailable service an~ $200 for 
interruptible service.. Both CMA and PG&E set their customer 
charges for nonfirm service at $200 above their recommended levels 
for firm service.. These higher charges cover the costs of the 
special meters needed for these services. 

We have generally adopted ORA's approach to marginal 
costs, and we believe that ORA's recommendations for customer 
charges at the primary and secondary distribution level make 
reasonable progress toward marginal cost without undue effect on 
customers' overall rates. 

The marginal costs underlying the PG&E's recommendation 
on customer charges for transmission level customers appear to 
include the cost of -dedicated line extensions.. We have earlier 
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determined that these costs should not be included in the 
calculation of marginal customer cost. ORA's figures appear to be 
based on the revised figure, and in any event,' we believe that the 
increase proposed by PG&E for transmission level customers is 
excessive for one step~ 

We will adopt ORAl's recommendations for cus.tomer charges 
for Schedules E-19 and E-20, ineluding its recommended additional 
increments of $190 and $200 for curtailable and interruptible 
service~ 

3. MaxiJlnlm Demand ChmJ!l8 
ORA recommends changing maximum demand charges by 35% of 

the difference between current charges and full EPMC noncoincident 
capacity costs. CHA's recommendation is based on consistency ~ong 
voltage levels~ CMA proposes moving maximum demand charges SOt of 
the distan~e to marginal costs for all voltage levels, and the 
results of .this recommendation are similar to ORA's. 

PG&E recommends moving maximum demand charges for pr~ 
and secondary distribution levels by 50% of the difference between 
current charges and full EPMC noncoincident capacity costs. For 
transmission level customers, PG&E would collect in maximum demand 
charges the full EPMC coincident capacity COst responsibility and 
the portion of full customer cost responsibility not recovered 
through the customer charge. PG&E argues that greater progress 
toward EPMC-based charges is justified for these customers because 
low load factor customers are protected by the average rate 
limiter. 

ACWA proposes that demand charges should move toward a 
marginal cost limit at the rate of S% per year, and that these 
charges should distinguish between overhead and underground service 
(Exhibit 276·, pp .. 5-6). 

OGS supports ORA's proposals. OGS- finds that these 
proposals move toward en EPMC allocation while moderating rate 
impacts on low load factor customers • 
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The following table sets forth the final recommendations 
of the parties. Because the parties rely on different marginal 
costs in coming to their recommendations, the table does' not 
accurately represent the differences in the parties' methods~ 
ACWA's figures are its recommendations for overhead service for 
customers on Schedule E-20.. The figures in the table represent 
only the approximote differences. resulting from application of the 
parties' methods. 

Table S 

RecODllDe!!desUfonthly JWdJ!U!JJ?ponsLChorqe 

PG&E's ORA's CHA's ACWA's 
Voltage Current Proposed Proposed Proposed Proposed 

Level Charges Ch4rgos Charges Charges Charges 

Secondary $3.03 $4.30 $3.30 $3.32 $2 .. 86 
primary $1.92 $3.30 $2.60 $2.47 $1.92 
Transmission $0.80 $0.50 $0.70 $0.49 $1.02 
wi Customer Cost $1.30 

We are reluctant to collect the residual customer cost as 
part of the maximum demand charge for two reasons.. First, the 
studies that were the basis for the customer charge for this class 
were sketchy and used small, diverse samples. We might be less 
reluctant to collect the full EPMC responsibility if we had more 
confidence in the accuracy of the marginal customer costs. Second, 
as CMA and Onocal pointed out, PG&E ,·s proposal treats different 
voltage levels inconsistently. 

We will follow ORA's recommended approach to maximum 
demand charges. ORA's approach has the virtue of treating all 
voltage levels consistently, and it makes substantial progress 
toward EPMC.. Xn add'ition., DRA.'s recommendation appears to allow us 
to, lower the maximum d.emand charge for transmission level 
customers • 
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4.. on-pW PfflgM Charges 

The recommended levels of on-peak demand charges depend 
on the parties' positions on the ElU, their estimates of marginal 
coincident capacity costs, and their approach to the assiqnment of 
marginal coincident capacity costs. 

PG&E recommends an ERI of 0.4 to adjust the marqinal 
generation capacity cost. Its proposed on-peak demand charges move 
25% of the difference between current charges and the marginal cost 
of coincident capacity. PG&E's recommended charges result in 
increases of 7-12%, and PG&E believes this level of increase is 
moderate. 

ORA believes coinCident demand costs should be recovered 
in both on-peak demand charges And on-peak energy chArges .. 
Customers may have on-peak demand that does not correspond with the 
instant of the system's peak. Recovering a portion of coincident 
demand costs in on-peak energy rates reflects lack of complete 
coincidence • 

ORA recommends an ERI of 0.9& And moves on-peak demand 
charges 13% of the difference between current charges and EPMC
based coincident CApacity costs. 

CMA supports ORA's ERI recommendation and proposes on
peak demand charges that reflect CMA's caleulations. of marginal 
coincident demand costs. ~ approves of DRA's approach of 
treating all voltage levels equally, but it ~lieves that greater 
movement toward marginal costs is needed. CMA recommends moving 
on-peak demllnd charqe& 25% of the distance to marginal costs at all 
voltage levels. 

OGS also supports ORA's recommendations. 
CLECA argues that coincident demand charges that are not 

recovered in demand charges should :be recovered in energy charges 
for the, corresponding TOO' periods, and to this extent it agrees. 
with DRA. CLECA opposes, however" using the ERl' to adjust marginal 
generation capacity costs and on-peak demand charges. The rate 
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instability that results from this adjustment gives customers a 
confusing and inconsistent signal. CLECA believes the on-peak 
demand charge should provide a long-run price signal of the cost of 
meeting additional on-peak demand. 

FEA and Industrial Users recommend against adjusting 
marginal generation capacity costs by the ERI ~ They recommend 
substantial increases in on-peak demand charges. FEA notes that 
DRA's proposed charges move only 9% of the way toward marginal 
costs, and this pace would require more than eleven rate cases to 
reach the EPMC allocation. FEA thinks on-peak demand charges 
should increase roughly 50% to make reasonable progress toward 
marginal cost~ 

Both FEA and Industrial Users believe demand costs should 
not be recovered in energy charges, and Industrial Users offer 
several reasons in support of this position. Recovering demand 
costs in energy charges leads to lower load factors and less 
efficient use of the system. It also confuses price Signals, and 
results in high load factor customers subsidizing low load factor 
customers. Uneconomic bypass is more likely and revenue recovery 
is less stable when demand costs are included in energy charges, 
Industrial Users contend. Under Industrial Users' proposal, 18t of 
the revenues from Schedule E-20 would come from on-peak demand 
charges. This is far short of the 39% of total costs thAt are 
caused by peak demand, but it moves at an adequate pace and in the 
right direction. The remaining demand costs are necessarily 
recovered in on-peak energy charges and other rate components. 

The parties' recommended levels of on-peak demand charges 
for firm service customers are set forth in the following table. 
(On-peak demand charges for nonfirm service will be discussed 
separately.) The tabIe does not account for the differences in the 
parties' views. on the ERI or the different estimates of marginal 
coincident capacity cost,. 80 the figures are no't, directly 
comparable. (Exhibit 8.5, Table 10-3; Exhibit 176-, Table 1-4; 
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Exhibit 237-A, Table 2-4a-R; Exhibit 279, Schedule 8; Exhibit 266, 
Schedule 2.) , ' 

Schedule 

Secondary 
Primary 
'l'ransmission 

Current 

$8.95· 
$8.26 
$6,.8.9 

PG&E 

$10.00 
$ 9.5,0 
$ 7.40 

ORA 

$10.20 
$ 9'.50 
$ 7.90 

CMA 

$11.42 
$10.88 
$ 8.77 

FEA 

$14.97 
$13.86 
$11.3& 

Industrial 
Users 

$14.15 
$13.97 
$11.48 

(The recommendations of FEA and Industrial Users vary with the 
level of revenue increase. The figures shown on this table are the 
charges for a net revenue increase of $S74 million.) 

We have already determined that the marginal generation 
capacity cost should be modified by the ERI for purposes of revenue 
allocation.' For similar reasons, on-peak demand charges should be 

based on ERI-adjusted marginal generation cap,acity costs to tlJ.ke 
into account the relation between the utility's actual reserve 
margin and its target reserve margin. When a utility has 
substantial excess capacity, the price of on-peak capacity should 
reflect that excess. 

We will adopt the recommendations of DRA for calculating 
the on-peak demand charge. ORA's proposals move significantly 
toward EPMC without causing undue increases for any vol~ge level. 
We note that the levels of the charges recommended by PG&E and DRA 
are comparable. Because we believe it is importlJ.nt to focus on 
EPMC, rather than marginal cost, we choose ORA's recommonded 
approach. 

s. Average bte LiJDi;ters 
In D.86-12-091, we adopted an average rate limiter for 

summer rates for customers connected at the primary and secondary 
levels. The purpose of this limiter was to give affected customers 
a signal of future rate increases· while avoiding severe bill 
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impacts due to movement toward cost-based rates. The average rate 
limiter' we adopted was set at one cent above the average summer 
rate for the secondary voltage level of Schedule E-20 (D.8&-12-09l, 
mimeo. p. 59). 

In this ease, PG&E and ORA propose to develop separate 
11miters for Schedules E-19 and E-20 and to increase the average 
rate limiter to 25% above the average su:mmer rates at the secondary 
level of those schedules. This increase is premised on the 
perception that the Commission intended to, phase out rate limiters 
over time. PG&E estimates that the present limiter would result in 
a shortfall of $23.6 ~illion, anct the recommended l~iter's 
shortfall would be $17.2 million. The shortfall would be recovered 
through allocation to energy rates within each schedule. 

CMA recommends that the rate limiter be set at twice the 
percentage increase allocated to each schedule during the revenue 
allocation., 

CHA's recommendation is unclear, and it could lead to 
unintended shortfalls in revenue. We agree with PG&E and ORA that 
the average rate limiter should be phased out over time, and we 
find their recommended increase in the existing l~iter to be 
reasonable. 

Thus, the Average rtite limiter should apply separately to 

Schedules E-l9 and E-20 and should be set at 25% above the averaq,e 
summer rate for the secondary voltage level of each schedule. 

Because we intend to phase out the average rate limiter, 
the level of the limiter should increAse over time and should never 
decrease, even if the average summer rate for the secondary voltage 
level decreases. 

&. On-PeM Rate Limit" 

The on-peak rate limiter was adopted in D.86-12-09l to 
mitigate the ~ill effects of changes in revenue allocation and rate 
design on extremely low load factor customers, including s.tandby ~ 
customers, who have low on-peak energy usage... PG&E aqrees to use 
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ORA's model, which has been used in several recent proceedings t~ 
set on-peak rate limiters. The model estimates the amount of 
coincident capacity PG&E must have available to meet standby 
customers' likely loads at the time of system peale, and considers 
on-peak marginal energy cost to develo~ the on-peak rate limiters. 

FEA opposes on-peak rate limiters and the use of DRA's 
model. FEA Delieves that the rate limiter does not distinguish 
between scheduled and unscheduled maintenance~ although scheduled 
maintenance imposes much lower coste on the system. 

FEA points out that reliable cogenerators require power 
only for a small number of hours a year, and the probability of 
such cogenerators' requiring on-peak power is very low. FEA 

suggests that standby' customers should be charged a reservation fee 
rather than on-peak demand charges. This reservation fee would be 
equal to 2% (the outage rate of a very reliable cogenerator) ~f the 
on-peak demand charge. The mont~ly charge would be prorated over 
the days of the month when service is actually taken. Reliable 
cogenerators would pay this cost-bal!Jed reservation fee,. and 
unreliable cogenerators would approach the full on-peale'demAnd 
charge. 

OGS urges the Commission to adopt FEA's approach. ORA's 
method is based on capacity factor, rather than forced outage 
rates, and it does not adequately represent the loads of standby 
customers. ORA. has admitted that its model is inadequate., and 
FEA's method overcomes many of the 3hortcomings ~f ORA's mo<iel. 

PG&E and ORA. respond by pointing out that the Commission 
rejected FEA's proposal in SOG&E"s recent general rate case,. on the 
ground that ;i. 't was was inequitable 4nd not based on costs., 

We w;i.ll continue the on-peak rate limiter and use of 
ORA's model to, calculate its proper level.. FEA"'s reservation 
charge appears to,undercharge standbyeustomers for the coincident 
demand cos,ts they impose on the sys:tem., 
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7. !onfirm Service 
Nonfirm service allows PG&E to be able to reduce demand 

from certain customers ~t key times, particula=ly when high system 
demand or equipment failure jeOpardizes PG&E's ability to meet its. 
customers' neecl for electric.ity.. Tlle r.iqht to reduce or interrupt 
a customer'S demand helps decrease the need for peak or emergency 
capacity and thus helps keep· down capacity costs. In exchange for 
their aq~eement to· ~educe or interrupt their load at ce~ain times, 
nonfirm customera pay rates that reflect credits for the benefits 
they confer on the system. 

PG&E currently offers two ~asic types of nonfirm service. 
Curtailable service requires a customer to reduce its load to· a 
ce~ain level within a specified t~e of receiving a notice of 
curtailment from PG&E. Interruptible service carries all the 
requirements of curtailable service with an added provision that 
allows PG&E. to interrupt service auto~atically. Automatic 
interruption is accomplished through an installed underfrequeney 
relay (UFR) device that senses when the system's frequency declines 
below a certain level, a sign of a system distur~ance, and 
automatically cuts off the load connected throuqh the device. 

For each type of nonfirm service, PG&E currently offers 
three options that vlJr'f in terms of the length of the Jlti.nimum 
notice, the mAXimum number of curtailments or interruptions per 
year, and the maximum annual duration of the interruptions or 
curtailments. 

In its appl.ication, PG&E proposed a re~tructurinq of the 
nonf.irm services. Customers currently on nonfirm schedules 
objected strenuously, leading to one of the most e~ensively 
disputed areas in this case. 

Late in the proceeding, th:ee parties representing 
diverse interests--PG&E, ORA, and cx,ECA--agreecl on a proposal for 
resolving this issue in this· case. ~he proposal was. presentee AS a 
joint exhibit (Exhibit 99-) in the update pha"e of the hearing-". 
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Because the proposal was presented late in the process, other 
parties had only a limited opportunity to respond to the proposal. . 
Other parties were able to cross-examine witnesses on the terms of 
the joint exhibit's proposals, and the ALJ allowed all parties to 
state their positions on the proposal in supplemental briefs. 

The parties sponsoring the joint exhibit stated that if 
the proposal was not approved Dy the Comm1ssion, they would each 
revert to the positions they presented in the main body of hearings 
and argued in their primary briefs. 

We will discuss briefly the parties' original positions, 
followed by a description of the terms of the joint exhibit, other 
parties' reactions to the joint exhibit, and the issues that the 
joint exhibit leaves unresolved. One of the significant issues not 
addressed in the joint exhil:>it is the level of the incentive for 
interruptible service. The parties' original positions on this 
issue were:largely unaffected by the provisions of the joint 
exhibit .. 

eo.. %he Partie" Original Positions 
(1) RSi:U 

PG&E proposes to unbundle the curtailable and 
interruptible options and to pay separate incentives for the two 
different types· of nonfirm service.. Current tariffs allow 
customers to· choose curtailable service without also offering to be 

interrupted for underfrequeney events, so PG&E's recommendation is 
not a dramatic change from the existing tariffs... PG&E thinks its 
proposal clarifies the price signals connected with each type of 
service. 

PG&E also recommends simplifying the nonfirm tariffs 
by narrowing the thre,e options currently offered for each type of 
nonfirm service to' one curtailable option with the characteristics 
of current Option B. Customers would still have the further choice 
of consenting to be interrupted for underfrequeney events. PG&E~s 
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experience haa shown that there is little, if any, added value 
connected with the additional options.. 

PG&E also proposes new levels for the nonfirm 
incentives, reflecting the marginal costs it advocates in this 
case. PG&E's proposed incentives for curtailAble service are 
derived from the mArginal costs of generation, transmission, and 
distribution capacity. This incentive would be paid as a credit 
based on the level of the customer's curtailable demand, defined as 
the difference between a customer's average monthly peak period 
demand and its firm service level. 

PG&E believes the credit for underfrequeney 
interruptions should equal the value firm customers receive from 
avoiding underfrequency disturbances. PG&E argues that the only 
benefit of the OFR program is the reduced probability that firm 
service customers will suffer outages, and it attempts to quantify 
this redueed probability_ PG&E proposes to base the interruptible 
credit on the value of the expected unserved energy- (EtT.E) that is 
avoided due to the installation of 0FRs. The precise dete:mination 
of the expected unserved kWhs that are avoided by 0FRs, however, is 
complicated by several cons1derat10ns. 

PG&E first points out that UFRs are effective only 
when an underfrequency event occurs that would have sbed load but 
for the existenee of the OFRs. t1FRS are not effective in minor 
underfrequeney events that trip the UFR but do not result in otber 
load Shedding_ On the other hand, ttFRs are also not effective in a 
very serious underfrequency event that results in load shedding 
despite the operation of the UFRs. 

A good analysis of EOE is not available, so PG&E 
relies on an estimate with two underlying assumptions: first, that 
the underfrequency events in which UFRs are effeetive coincide with 
double line outages on the Pacifie Intertie, and second·, that eaeh 
)CW of interrupted load saves one kW of firm load.. PG&E 
aC)clowledges that one kW interrupted by the tripping of a UYR saves 
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more than one kW of firm load, but it believes its other assumption 
overstates the number of times when UFRs are effective. These 
distortions in its assumptions balance, PG&E argues, and lead to A 

reasonable estimate. 
PG&E next estimates the value of unserved enerqy to 

firm service customers, based on several surveys of the costs of 
interruption to various customer groups. In response to criticisms 
from other parties, PG&E revised its initial figure to- reflect 
inflation. 

~he result of PG&E~s approach is a credit of 
$12.70/kW-year. 

(2) ~ 
ORA agrees with PG&E~s proposals to separate the 

curtailable and interruptible incentives more clearly and to reduce 
the number of curtailable options. 

ORA recommends offering two types of curtail able 
service, however. The first type, emergency curtailment, is 
similar to the existing curtailable option: a customer may be 
curtailed only when problems arise with the operation of PG&E~S 
system. The second, new option proposed by ORA is economic 
curtailment. Onder this option, the customer agrees to be 
curtailed whenever the costs of serving the customer exceed the 
amount recovered in rates--in other words, when shedding load is 
PG&E's cheapest marginal resource. These economic curtailments 
would be limited to 30 times per year, and the customer would be 
required to sign a four-year contract with four years' notice of 
termination. During system emergenCies, reducing load is 
economical, so emergency curtailment would be subsumed in economic 
curtailable service. 

ORA's calculation of incentives for curtailable 
se:cviee is similar to PG&E'8, but the parties differ on some of the 
underlying assumptions. ORA argues that economic eurtailment is 
more valuable than emergency curtailment, and it sets the level of 
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the incentive for emerqency curtailment at one-half of the 
incentive for economic curtailment. 

Incentives should continue t~ be paid through 
reductions to on-peak demand and energy charges, according to ORA." 

ORA also recommends that all nonfirm service should 
be provided under four-year contracts with a required four-year 
notice of termination. 

ORA agrees with PG&E's approach to calculating the 
incentive for interruptible' service, except for one assumption. 
Rather than assuming that one kW of interruptible load saves one kW 
of firm load, ORA believes the quantity that should be used in this 
calculation is the amount of firm load that would have been shed 
but for the presence of interruptible customers. PG&E' s 
underfrequency load shedding schedule shows that amount to be 5% of 
system load. When ORA performs the calculation with its 
assumptions, the result is an incentive for interruptible service 
of $16.28/kW-year • 

(3) The Le!lgu§ 

The League argues that curtailable customers offer 
PG&E the equivalent of additional peaking capacity, and the 
League's recommended' incentives for curtailable service are derived 
from the costs of peak generation capacity and capacity-related 
transmission and distribution costs. The League calculates the 
resulting incentive to be $131.0S!kW-year for the test year. 

The League submits that interruptible customers 
supply a unique service by providing instantaneous protection 
against underfrequency events. Like other programs in which 
private parties assist PG&E in managing its loads. and resources-
such as generation from OFs and load man4qement proqrams--the value 
of the interruptible programs should be measured in terms of the 
costs that the program allows PG&E t~ avoid.. The League argues 
that having interruptible customers available when major 
underfrequency disturbances occur is equivalent to· bringing on new 
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generation capacity. For local under frequency occurrences, 
interruptible customers are 9quivalent tc new transmission 
capacity. ~herefore, the interruptible incentives should reflect 
the cost of the avoided generating and transmission facilities. 

In addition, the League believes interruptible 
customers can supply part of PG&E's spinning reserve requirements 
and thus avoid the short-term operating costs and long-term 
capacity costs of the resources that would otherwise supply 
spinning reserve. Interruptible customers also help PG&E maximize 
its out-of-state economy energy purchases by improving the system's 
reliAbility. 

Many of these benefits cannot be quantified. ~he 

League therefore recommends that the interruptible credit should be 
based on avoided generating and transmission capacity costs. ~he 

League recommends interruptible incentives of S10S.68/kW-year for 
1990. . 

(4) &"'MeA 
CLECA strongly objects to PG&E's and ORA's proposals 

to- decrease the nonfirm incentives, particularly the incentive for 
interruptible service. 

CLECA warns that ORA's approach to calculating the 
incentive for curtail Able service, which adjusts marginal 
generation capacity costs by the ERI, could lead to eXtreme 
instability in these incentives, and thus in the effective rates of 
curtailAble customers, if the ERI varies from year to year. CLECA 
therefore recommends no adjustment to the marginal generation costs 
used in calculating this incentive. 

CLECA also finds fault with many aspects of PG&E's 
and ORA's approach to calculating the incentive for inte~ptible 
service. 

First, PG&E's assumption that onlyc portion of 
underfrequency interruptions are effective was completely 
unsupported by any evidence, CLECA states.. PG&E'S witness admitted 
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that he did not know whether firm load was saved during 
interruptions due to underfrequency events other than those 
represented-by the assumed proxy of a double-line outage on the 
Northwest Intertie ('l'r .. 35-: 3719 ) .. CLECA argues thAt no basis 
exists for reducing the number of under£requency events per year 
from the historical average of 3.44 to the 1.22 used by PG&E. 

second, CLECA questions PG&E' s assumption that 
30 minutes is the average duration of the outage that a firm 
service custamer would have suffered but for the existence of 
interruptible customers. The record of historical interruptions is 
barren of information on the duration of the interruptions, and 
PG&E said that its estimate was based only on discussions with the 
engineers involved with these interruptions. CLECA submits that 
interruptible customers require longer to. resume operatione than 
the period when power is unavailable, and CLECA therefore estimates 
the duration of underfrequeney outages to be one hour. 

~hird, CLECA takes issue with PG&E's assumption that 
one kW of interruptible load saves only one kW of firm load. PG&E 
has admitted that this assumption understates the real effect of 
underfrequency interruptions. CLECA findS more reasonable ORA's 
estimate that the next block of power shed after interruptible 
customers is 5% of the system's load at the substation level. 
Using this figure leads to an estimate that each kW of interrupted 
load saves 1.6·7 kW of firm. load. 

Fourth, CLECA believes that PG&E's studies 
unc1erstate the cost of an outage for its customers. ~he stu4ies 
contain several assumptions--a summer outage with one hour's 
notice--that act to understate the actual cost of an interruption. 
Even correcting the lack of a conversion into 1990 dollars 
inereases the estimated cost of an outage from $16 t~ $21 per XWh. 

Using all of the corrections that CLECA urqes 
results in an interruptible incentive of about $120/kW-year .. 
Because this figure exceeds the current incentives for curtailAble 
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and interruptible customers, CLECA recommends maintaining the 
interruptible incentive at its current level. CLECA suggests 
adopting the current incentive for'extended contracts, $47.6S/kW
year. At a minimum, the Commission should maintain the current 
incentive under standard contrActs of $3S.~76/kW-year. 

(S) Industril1l. 08er8 

Industrial users fear that the reductions in 
incentives for nonfirm service proposed ~ PG&E and DRA and the 
resulting increases in effective rates for industrial customers 
will spur many of these customers to, bypASS the system. The shArp 
variations in incentives will also undermine the stability that is 
necessary for a customer's commitment to accept nonfirm service. 
This rate instability is particularly threatening when combined 
with DRA's proposal to lock interruptible customers into an 
evergreening, four-year contract. 

. The lack of justification of PG&E'S and DRA's 
proposals and the substantial evidence supporting existing 
incentives lead Industrial Users to urge the Commission to retain 
the existing incentives. 

(6.) Anchor 

Anchor thinks that incentives for curtailable 
service should be based on long-run marginal capacity costs, which 
it calculates as $99'.07/kYI-year for the test year. Anchor notes 
that this level is higher than the incentives under extended' 
contracts (discussed below), but higher incentives are appropriate 
if customers may be curtailed for economic reaso~, AS ORA 

recommends. 
Anchor shares CLECA's criticisms of PG&E's approach 

to determining interruptible incentives, and estimates that a 
corrected interruptible credit, based on PG&E'''s method, would be 
$91.16!kW-year. 

However, Anchor believes the interruptible incentive 
should be determined according to' avoided-or marginal eost 
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principles. Anchor points out that PG&E's tariffs state that three V" 
years' notice is required of customers switching from interruptible 
to firm options because "'Interruptible Service is supplied from 
PG&E's generation reserve and transmission margin.~ Anchor thinks 
1t apparent that generation and transmission costs are avoided by 
the presence of interruptible customers. 

The studies necessary to quantify the costs avoided 
by interruptible customers, however, have not been performed and 
presented in this proceeding- Anchor therefore urges the 
Commission to adopt avoided costs as the proper standard for 
determining the interrupt1ble incentive and to, require PG&E to 
submit the necessary studies in its next general rate case. 

In the absence of appropriate studies of avoided 
costs, Anchor recommends retention of the cu:t'xent interruptible 
incentive, measured. by the existing differential between 
curtailable. and' interruptible rates- The resulting incentiVe 
varies by option and connection voltage level, but averages around 
SSO/kW-year. 

(7) ~ 

FEA supports retaining existing nonfirm incentives. 
FEA points out that nonfirm customers on Schedule E-20 contribute 
S35· million in excess of their EPMC costs to cover the fixed costs. 
of the system, and that this contribution would be jeopardized if 
nonfirm incentives were reduced dramatically. Interruptible 
customers make a substantial financial investment to enable them to 
endure interruptions, and PG&E and DRA have not taken into account 
these customers' investments and their consequent need for rate 
stability. 

FEA believes the Commission should develop a method for 
calculating nonfirm service incentives that leads to- long-term rate 
stability for these customers·. Because the proposals, presented by 
DRA and PG&E are not well supported and result in ~table rates, 

- 309 -



• 

• 

• 

A.88-12-00S, %.89-0'3-033 ALJ/GLW,BTC/jc ALT-COM-SWH 

FEA bel~eves the ex1st~ng incentives for nonfirm service should be 
ma1nta.tned .. 

(8:) &l0 
"Non-firm customers place distinctly different and 

lower costs on PG&E's system than firm customers," CMA states. 
H'Serv'ice to a perfectly interruptible customer would causo PG&E to 
incur only marginal access costs and the marg1nal costs of nonf1rm 
energy ..... [N]o generation capacity would need to, be constructed to 
serve that customer. Hence, no generation capacity costs would be 
incurred to serve him." 

CMA believes rates for nonfirm customers should 
ideally be set to reflect the actual marginal costs of serving such 
customers. The value of service approach advocated by PG&E and ORA 
is an unnecessary and un'just1fied departure from marginal cost-
based rate design, CMA asserts. The result of a value-based 
approach 16, an interruptible credit that varies substantially in 
relation to the excess capacity of the utility. But referenee to a 
perfectly interruptible customer demonstrates that the marginal 
generation capacity cost of serv1ng such"a customer .is zero, no 
matter what the value of the interruption may be. 

~he record in this case lacks any analysis of the 
marginal costs of serving nonfirm eustomers, CMA states... The 
Commission should therefore direct PG&E to undertake sueh a study. 
Whatever rates are adopted in this ease, CMA continues, eompletion 
of sueh a study is imperative before PG&E~s next general rate case. 

CHA, which represents both firm and nonfirm 
customers, argues that intraclass revenue allocation will be 
distorted until rates to nonfirm service customers are eost-based. 

b. De o19int EsWt 
( 1) SUJII!!'D' 

Exhibit 88: presents the detailed proposal of the 
sponsoring parties. We will summarize its· main provisions· .. 

- 310 -



• 

• 

• 

A.88-12-00S·, X .8·9-03-033 ALJ/GLW,BTC/jC ALT-COM-SWH 

The proposal calls for two nonfirm options, as 
opposed to the six options for each voltage level under current 
tariffs·. The curtail Able option has the characteristics of 
existing curtailAble option B: a maximum of 30 curtailments and 
100 hours of curtailment per year, a maximum duration of six hou:s 
per curtailment, and a minimum of 30 minutes' notiee. A eustomer 
may designate a portion of its load as curtailable, dnd the 
remaining load is served under fi.m sehedules. 

~he interruptible option requires the customer to 
choose curtdilable service and to install a OFR device. The load 
connected to the UFR is subject to an unl1mited number of 
interruptions without w4rning. 

The jOint e~it calls for a sepArate revenue 
allocation to nonfirm customers within Schedules E-19 and E-20 to 
reflect the lower expected demands of those eU8tomers. Credits 
paid to interruptible customers would be spread' to· and recovered 
from all customer classes. 

The sponsoring parties agree to use DRA's 
recommended method for allocating nonfirm service revenues to 
Schedules E-19 and E-20. ORA's method uses actual marginal cost 
revenue responsibility and revenue at present rates for nonfirm 
service customers. ORA also includes rate discounts for nonfirm 
service in allocated revenue and operating revenues. As we 
mentioned in the section on allocated dnd nonallocated revenues, 
ORA attempts to· maintain a consi~tent treatment for all load 
changes that impose the same cost on the utility, even when the 
source of the load ehanges--nonfirm service, load management, 
conservation, or shifting load off peak under TOO schedules-
dif£erG. 

In Exhibit 89, PG&E explained how it executed the 
revenue allocation called for in the joint exhibit. First~ revenue 
at marginal cost WAS calculated· for each f1r.m·and nonfir.m.voltage 
level within Schedules. E-19" andE-20. The coincident demands for 
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nonfirm schedules were adjusted to reflect the expected demands of 
nonfirm customers during curtailments. Second, revenues were 
allocated to each firm and nonfirm voltage schedule subject to 
PG&E's recommended caps and floors. Any excess or shortfall in 
revenues resulting from the initiel capping step was spread to· 

uncapped schedules using EPMC. Third, tho schedule Allocations 
were then aSSigned t~ summer and winter seasons based on seasonal 
marginal cost revenues. 

Onder the terms of the joint exhibit, customer and 
maximum demand charges for the curtailAble option are the same as 
for comparable firm service customers. Energy and on-peak demand 
charges are set to recover the revenue allocation to the nonfirm 
service schedules. {This provision of the joint exhibit appears to 

require some explanation. PG&E's rate tables attached to the 
exhibit show that the customer charge for nonfirm service is $200 
higher than for firm service; ORA shows the SAme customer charge 
for all services, but adds a curtailable service charge of $190 and 
an interruptible service charge of $200. There is no dispute that 
nonfirm options require special equipment and that some charge 
should be imposed on nonfirm customers to recover the additional 
costs of this special equipment.. In addition, it should be noted 
that PG&E eliminates the on-peak demand charge for nonfirm 
customers, but ORA retains it .. , 

Rates for service under the interruptible option are 
the same as under the comparable curtailable service, but 
interruptible customers also receive a monthly credit applied 
against the customer's energy bill.. The credit is calculated as 
the value of the ability to interrupt service when underfrequency 
occurs., in dollars per kW-year, divided by the number of hours in a 
year. The resulting credit, in cents per kWh· is multiplied by the 
customer's monthly energy consumption, and the resulting sum is 
credited against the monthly bill .. 
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The joint exhibit also proposes penalties for 
failure to curtail demand when requested. Aiter questions were 
raised about these penalties, the,parties clarified the penalties 
in Exhibit 93. Failure to comply with a request to curtail results 
in a penalty equal to 80% of the annual coincident demand-related 
marginal capacity cost scaled by the EPMC multiplier. If the 
customer delays curtailing its load beyond the allotted 30 minutes' ~ 
notice (or if the custom~r'8 circumstances prevent it from 
respond1ng in 30 minutes), a proportion of the penalty just 
described will apply. 'rhe proportion is based on the length of the 
delay in relation to six hours, the maximum durat10n of a 
curta1lment. 

The joint exhibit also calls for PG&E to offer an 
experimental economic dispatch option. This option gives PG&E the 
right to curtail a customer whenever it is cheaper to curtail~ 
rather than, to serve, the customer. Customers selected for this 
option receive an additional credit, to be determined by PG&E at 
the time of each curtailment. No penalties. apply to failures to

curtail when requested ... 
The joint exhibit notes that the value of the 

underfrequency interruption and the level of specific rate 
components remain to be resolved, even if the Commission endorses 
the proposals of the joint exhibit. 

(2-) Fositions of Other Parties 
CMA. offers hesitant support for the jOin't. exhib1t. 

CMA seems willing to, accept the joint exhibit'S provisiOns as an 
appropriate resolution of these issues in this case, but CMA 
remains convinced that its poSitions are correct, particularly its 
views on revenue allocation between fi:rm and nonfirm customers, the 
notice requirement, and' nonfirm rate design. CMA accord'ingly 
reserves its right to assert in future cases the principles and 
positions it presented' in this proceecling~ 
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Industr.i.al Users and FEA also offer g-eneral, if 
qualified, support for the jo.i.n-c exhib.i.t.',' Industrial 'Osers have 
not had access to the calculations used to develop the rates in the 
tables attached to the joint exhibit, so their support is based 
only on limited information. Industrial Users find that the jOint 
exhibit presents a logical and generally cost-based approach to 
nonfirm service. For similar reasons, FEA supports the cost 
assignment concepts shown in Exhibits 88 and 93, but for lack of 
information it cannot endorse any principles or practices that do 
not appear on the face of these exhibits. 

Anchor notes that the joint exhibit was not intended 
as a settlement of these issues and did not follow the proeedw:es 
for submitting a settlement. Anchor states that the use of EPMC
derived caps in intraclass allocation for Schedule E-20 deprives 
nonfirm customers of credit for the full benefits of their 
curtailments and interrupt.i.ons. If the Commission approves the 
proposals of the joint exhibit, Anchor thinks it should reserve 
judgment on the issues covered by the joint exhibit until more 
complete cost studies have been performed. Anchor also objects to 
the joint exhibit'S introducing, for the first time, a proposal to 
subject curtailable contracts to- a three-year notice for conversion 
from nonfirm to firm service. Anchor :believes the rate incent.i.ves 
established in nonfirm service contracts should cont.i.nue even if 
the aqreement ie extended. by failure to qive notice of te,rminAtion. 

'l't1RN opposes the joint exhibit. 'r'ORN believes the 
provisions of the joint exhibit will shift up to $25 million from 
the large light and power class to other customer classes. 
Residential ratepayers could :be forced to bear responsibility for 
some $5, million in extra revenues because of this shift. Part of 
the cause of this revenue shifting is the joint exhibit's use of 
the EPMC multiplier to· scale upmarg.i.nal coincident capac1tycosts. 
'l'his multiplication means that :ratepaye:rs ue paying.mo:re for 
nonfir.m service than the benefits· they presumably receive from the 
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curtailments and interruptions. TURN argues that if marginal 
coincident '~apacity costs, not adjusted by the EPMC multiplier, are 
used in calculating the discounts and credits, other ratepayers 
would be indifferent to the choice between interruptible customers 
and new sources of supply. 

c. Discus8ion 
(1) Incentive Le!els 

The parties to the joint exhibit have stipulated 
that the provisions of the joint exhibit are a "total package." 
After reviewing the provisions of the exhibit, we find that we 
cannot approve the proposal in its entirety. Nevertheless, many 
provisions. of the joint exh1bit are proposals that were 
independently presented and supported by individual parties, And we 
will approve many of the elements of the joint exhibit. 

For ease in the following discussion, we should 
clarify at '~he outset that we endorse the general array of nonfirm 
options contained in the joint exhibit. The features of 
curtailable service and interruptible service are s1milar to those 
of the current tariffs, but the existing"three curtailment options 
have been simplified into one, as PG&E proposed. The terms of that 
curtailable option are those of cu:rent Option B-. In addition, the 
joint exhibit adopts a variation of ORA's proposal for an 
experimental economic dispatch option. This option provides for an 
additional credit for customers who agree to be curtailed whenever 
it is cheaper for PG&E to curtail, rather than serve, the customer. 
Onder this option, curtailment for any reason is ~imited to 30 
times annually. We will offer some refinements of this option in a 
later section of this decision. 

The chief difficulty we have with the joint exhibit 
has to do with the level of the incentivo for curtailable service. 
This issue is not addressed directly in the exhibit, but the 
incentive results from the guidelines for allocating revenues to 
nonfirm customers.. These guidelines state: 
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"a.. The coincident demands for nonfirm 
schedules will be adjusted to reflect the 
expected demands of nonfirm customers 
during curtailments.. .. 

"b. The marginal cost revenues for nonfirm 
schedules will be scaled using capped 
EPMC..... (Exhibit 8S, p .. 2.) 

In Exhibit 89, PG&E explains that the adjustment of 
coincident demand for nonfirm schedules is substantial: nonfirm 
customers impose only 0.06·, of the system's coincident capacity 
costs, and nonfirm customers are accordingly assigned only that 
small fraction of coincident demand costs. Marginal capacity costs 
for nonfirm customers are also· reduced in proportion to the 
reduction of coincident demand. Because we have determined that 
marginal generation capacity costs are entirely attributable to 
coincident demand, the marginal generation capacity cost 
responsibility for nonfirm customers is $0, or about SSOjkW-year 
less than for firm customers • 

Step "b'" of the guidelines has the effect of 
amplifying this discount. Because marginal cost revenues are 
scaled by EPMC, the S50jkW-year differential between firm and 
nonfirm customers is also scaled, increasing the equivalent 
incentive for curtailAble service :by roughly one-third. 

Similar effects occur fo:r the f:raction of marginal 
t:ransmission and dist:r1bution capacity costs thAt a:re att:ributed to 
coincident demand .. 

As a result of these allocation p:rinciples, we 
believe the joint exhibit develops. incentives fo:r curtailable 
service that fa:r exceed the costs that service allows the system to 
avoid .. 

Discarding these provisions of the joint exhibit 
leaves us with the need to· find anothe:r approach to· calculating 
nonfirm incentives. In the process of explaining the basis· for Our 
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adopted incentives, we will also make clear why we find the joint 
exhi~it's incentives for curtailable service to be too hiqh. 

We agree with many parties that the deter.mination of 
proper incentives should focus on the costs nonfirm customers allow 
PG&E to avoid, and our analysiS follows that general approach. CMA 
hypothesizes a perfectly interruptible customer, and this concept 
aids in our analysis. The perfectly interruptible customer's load 
imposes no coincident demand-related costs on the system and thus 
avoids all marginal generation capacity costs and a portion of 
marqi~~l ~ransmiasion and distribution capacity coets. If there 
are any constraints on the existing capaCities of these systems, 
the customer will be interrupted, and the customer will receive 
service only if there is enough capacity on all systems to permit 
service. 

The perfectly interruptible customer, then, would 
impose no c.oincident demand-related costs on the system, and the 
appropriate incentive would equal all marginal costs associated 
with coincident demand--al1 marginal generation capacity costs, 
87.5\ of marginal transmission capacity costs, and, for customers 
served at the distribution level, 35·.43% of I114r9ina1 distribution 
capacity costs. (We discussed these percentages in the section on 
revenue allocation.) 

We believe these costs constitute the maximum 
incentive for nonfirm. customers. These costs represent the value 
of avoiding increases to coincident demand, the primary function of 
the perfectly interruptible customer and certainly the focus of the 
current nonfirm options. If the costs of nonfi:cn opt ions- exceed 
the marginal costs o·f coinciden~ demand~relateci capacity (as they ) 
would under the proposal of the joint exhibit), it would be cheaper 
for the utility to go ahead and obtain the extra capacity at the 
marginal cost than to· pay the more costly incent.ives to nonfirm. 
customers for the same amount of capacity. 
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There are reasons both to inerease and decrease this 
max.imum incentive. The maximum incentive eould be raised because a I 
perfeetly interruptible eustomer might also permit PG&E to avoid 
other costs not strictly related to the level of eoinciaent demanc. 
A second reason for increasing the maximum incentive stems from 
interruptible customers' instantaneous reaction to system 
disturbances. Other sources of generation capaeity--for example, 
the combustion turbine that is the basis for marginal generation 
capacity costs--lack the ability to· react this quiekly to the need 
for capacity, unless they are spinning for reserve capacity and 
thus incurring some additional :running costs .. 

On the other hand, the proposed And existing nonfi:m 
options are less valuable to the system than the hypothetical 
perfectly interruptible customer. T~ have the assumed effect of 
imposing no coincident deDU:Lnd-related costs on the system, a 
perfectly interruptible customer would' be eut off whenever 
coincident demands are made on the system. A perfectly 
interruptible customer could be interrupted whenever generation, 
tranSmission, or distribution capacity is constrained, whenever 
certain types of emergencies arise, and whenever the system can 
benefit economically from sheddinq the customer's load. If the 
utility was short of peak capacity, for example, the perfectly 
interruptible customer would face frequent and lengthy 
interruptions during on-peak periods. 

The existing and proposec nonfirm options fall short 
of this level of interruptibilty anc therefore do not provide the 
corresponding value to the utility'S system. A customer choosing 
the economic dispatch option as proposed by the joint exhibit, for 
example, is not automatically interruptible for economic reasons, 
but effectively has a choice of shedding load or not in response to 

PG&E's,request: there are no· penalties for failing to comply with 
PG&E's. request to curtail. In addition,' economic and emergency 
curtailments are limited in quantity and duration. 1 
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Another reason for lowering the maximum incentive is 
the recent experience with nonfirm incentives. In recent years, 
PG&E has conducted the nonfirm program in a way that resulted in 
few actual interruptions or curtailments. We presume that to some 
degree PG&E's excess capacity has reduced the need for 
curtailments, but the incentives have been set at levels that 
appear to exceed the actual benefits the nonfir.m program has 
provided to other customers. 

After taking these considerations into account, we 
are satisfied that the total marginal capacity costs assoeiate4 
with coincident demand provide a reasonable estimate of the maximum 
value the proposed nonfir.m options offer to PG&E's. system. Our 
incentives will be derived from this maximum value. 

The next issue we face is. how to divide up this 
maximum incentive to reflect the relative value of the various 
nonfirm options to the system. A customer with interruptible 
oervice who also elects the experimental economic d"ispatch option 
appears to provide the value closest to the maximum. Next in the 
hierarchy of value are two" options: interruptible service for 
those customers with UFR devices (who must also agree to be 
curtailable), and curtailable service combined with the economic 
dispatch option~ The nonfirm option that appears to provide the 
lowest relative value to the system is curtailable service, under 
which customers. are curtailed, with notice, only when the system's 
conditions threaten to disrupt service to other customers. 

Obviously, this hierarchy of value is. imprecise. 
The record does not contain information on the costs avoided by 

these various combinations of options, and probably no good data 
exists for the newly proposed economic dispatch option. Our 
ranking arises from logic and from a recognition that one of the 
valuable functions" of the nonfirm program is to, avoid" outages to 
firm service customers. We therefore" give more weight to the 
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emergency-related options than may perhaps be justified from an 
economic ana h1storiCAl perspective. 

In diviciing up the maximum incentive among these 
options, we find it convenient to begin with the issue of the 
proper level of the incentive for interruptible service to 
customers with OFRs. 

Two features of this issue are immediately 
apparently and noteworthy: the intensity of the dispute and the 
lack of clear definition of the subject of the dispute. We suspect 
that these features are related. 

PG&E blurs the issue by its insistent focus on the 
value firm customers receive from the OFR interruptions. PG&E 
states in its brief that avoided generation and transmission 
capacity costs "have no relationship to the value provided by UFRs 

to firm service customers .. " As we have ciiscusseci,. we think that 
. these avoided costs have a great deal to- Qowith the proper level 

of the interruptible incentives. If PG&E's studies determined that 
the value to customers of avoidin9 interruption of firm service 
greatly exceeded the marginal cost of generation and transmission 
capacity, would we be justified in setting the incentives equal to 

that value? Obviously not, since it would cost less for PG&E to 

expAnd its generation and transmission capacity than to pay this 
value to interruptible customers. The value to· customers may come 
into consideration if that value is less than the marginal cost for 
the utility to provide comparable services.. But the deter.m1nation 
of this issue must begin with a consideration of those costs. 

The representatives of nonfirm customers contribute 
to the fuzziness in framing this issue by arguing that the 
interruptible customers' costs of inte~ption and delays in 
resuming operations. should determine the levels of the 
interruptible credit.. These parties have focused on costs, but on 
the wrong costs for this analysis. The cost to the interruptible 
eustomer is not a sound basis for setting rates in this ease. We 
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should focus on the costs the utility avoids" set the incentive 
accordingly, and then let the individual customer weigh its costs 
against the incentives in deciding whether to participate in the 
interruptible program. If a customer'S operations are such that 
its costs due to interruptions exceed the incentives offered for 
participation in this program, the solution is not to raise tbe 
incentive to cover that customer's costs, but to provide the rate 
signals that make it clear that it is not economicallyw!se for 
that customer to participate in the program. 

Thus, we agree with CMA and Anchor that 
interruptible credits should be related to the costs the utility 
avoids ~ haVing customers available for interruption. 
Unfortunately, the parties have not presented a good analysis of 
what those costs are. When PG&E confronted this question, it 
offered the rather surprising answer: 

~In designing the UFR incentive level, the 
appropriate question to ask is 'How would PG&E 
have operated its system in the absence of a 
UFR program?' The answer to this question is 
that PG&E would dO nothing different ••• 0FR8 are 
not used 0.8 a substitute for spinning reserves 
or other forms of capacity. Hence, UFRs result 
in no avoided costs for PG&E .. ~ (Exhibit 64, 
p. 98-3.) 

Although this passage is taken somewhat out of 
context, PG&E appears to be saying either that the UFR proqr4IU 
aVOids no costs and provides no value, in which case we should 
abandon it immediately, or that it is willing to, tolerate a higher 
level of underfrequency events and load shedding for its, system. 

We disagree with either suggestion. But this answer 
underscores the need to develop a clear economic basis for the 
interruptible incentives, so that PG&E may develop a rational 
approach to' integrating the potentially valuable resource 
represented by the interruptible customers into' the operat1on of 
its system • 

- 321 -



• 

• 

• 

A.S8-12-00S, I.89-03-033 ALJ/GLW,BTC/jc AL'l'-COM-SWH 

Many parties opposing PG&E's and DRA's value-based 
approaches rec~mmended continuation of the existing incentives for 
interruptive service. 'l'he existing incentives have the virtue of 
being derived from marginAl costs adopted in PG&E's lAst general 
rate case. 'l'he combined. curtailable and. interruptible incentives 
were based on marginAl costs, allocated to the various options 
based partly on loss of load probability data (D.86-12-091, mimeo. 
pp.6·4-67) .. 

Maintaining existing incentives has several 
problems, however. First, they axe based on ol~ marginal cost 
figures. Second, the 1987 general rate case set the curtailable 
and interruptible rate together; in this case, they are being 
separated more completely. 'l'hird, the existing interruptible 
incentives vary with the customer's choice of curtailment option, 
but the limitations that define the curtailment options do not 
apply to autOmAtic underfrequeney interruptions.. 'rhus, the amount 
of the interruptible credit should not vary with the customer's 
choice of curtailment option .. 

We have earlier determined that the interruptible 
incentive .should be a portion of the maximum incentive, but setting 
that fraction is extremely difficult without further and better 
infOrmAtion. Onder the proposals of the joint exhibit, 
interruptible customers aqree to "an unlimited number of sudden 
interruptions without warninq" for all load connected to the UFR. 
Because interruptions occur only when the OFR trips, the customer 
is essentially aqreeing to be interrupted during ~he periods when 
PG&E is likely to experience underfrequeney events', plus. the time 
necessary to correct or overcome the cause of the underfrequency. 

We are forced to adopt a rough e8t~te of the value 
of interruptible service.. Several factors enter into our adopted 
estimate.. First" we have determined that the maximum nonfim 
incentive for transmission level customers i8 $84.00jkW-year (the 
sum of the marginAl generation capacity cost and the coincident 
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demand-related portion of marginal transmission capacity costs). 
Second, PG&E has indicated that curtailable service has ,the 
'potential to, avoid all but,O.OG% of coincident demand-related 
capacity costs under current circumstances. Third" we believe that 
the emergency functions of the nonfirm progr~ are important and 

, . 

perhaps undervalued by the available economic approaches~ And 
fourth, the"level o·f this incentive should be in the proper 

, ' 

proportion to tho incentives for the other olements of the nonfirm 
program. 

After considering these factors and the limited 
recor~on this pOint, we adopt the incentive.initially recommended 
by ORA., $16,.28!kW-year, as the incentive for customers with UFRs. 

In 'adopting this amount, ,we should make clear that we have not 
approved, the approach ORA. took in reaching this figure. Thus, 
although ORA. later agreed , that its initial figure should be 
escalated to' reflect inflation, for our present purposes ORA~s 
initial figure is appropriate., ORA's recommended incentive is 
adopted because it'is the number presented in the record that 'best 
represents our bal~ncing of the considerations we have just . 
discussed. 

Under the terms of the joint exhibit, the annual 
interruptible incentive is to be convertod to a cents/kWh basis and 
paid as a credit against the interruptible customer's monthly 
energy use. 

The question of the proper level of nonfirm service 
incentives should be considered again in the near future. We have 
already suggested some of the information and analyses. that we 
would find helpful in resolving this.issue more satisfactorily. 
Information on how PG&E uses interruptible customers to deal with 
unexpected disruptions, perhaps enhanced by ,computer SimulatiOns, 
would help in defining the specific 'costs that should be considered 
in setting interruptible credits. 'Xnformation on the costs of . 
measures like increasing spinning reserve, improving,reliability 
measures, and purchasing emergency CApacity, which may be viewed. as 
functional alternatives to the 'OFf( pro9'r&n,>would also- be helpful.' 
We will direct' PG&E to fI:~bmit a s.tudyand 'propoSAl on '~o~firm rates 
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in connection with the workshops and hearings we dirGct the ALJ to 
arrange, and invite other interested parties to revisit this issue. 

Our determination of the level of the incentive for 
interruptible service leaves us with $67.72/kW-year, at the 
transmission. level, to divide between the incentives for 
curtailable service and for the economic dispatch option. 

The evidence on thi8, point is scanty.. DRA 
originally proposed a similar scheme of curtailAble and 
dispatchable service and gave these two elements equal weight 
(Exhibit 114, Table 3-4). 

PG&E'8 testimony on the ability of the current 
curtail able options to avoid coincident demand-related costs 
persuades us that greater value, and a greater incentive, should be 
assiqned to this element. We will assiqn 7S% of the remaining 
Amount available for nonfirm incentives to curtailable service and . 
25% to the .experimental economic dispatch option. This ratio is 
based on our assessment of the relative value of these two elements 
and the overall proportion of the incentives for the different 
options. 

At the transmission level, this division results in 
incentives of $SO.79/kW-year for curtailable service ancl $16-.93/kW
year imputed to the economic dispatch option. Since the actual 
incentive for the economic dispatch option is detexmined and paid 
on a case-by-case basiS, this estimate is only a rouqh attri])ution 
of the value of this option. 

Nonfirm customers connecting at the distribution 
level avoid additional costs associated with coincident demand, a 
portion of the marginal primary distribution capacity costs. These 
additional avoided costs raise the theoretical maximum nonfirm 
incentive for these customers. However, the value of interruptible 
service is related to system-wide disturbances, and the same 
incentive shoulcl, apply regardless of 'Voltage level. The increment 
of marginal capacity costs avoided by customer8 at the distribution 
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level should result in proportional increases 'to the incentives for 
the curtailable and economic dispatch options, compared to the 
correponding incentives at the transmission level.. Thus, af'ter ... 
subtracting the interruptible incentive of $15,.2S/kW-year from the 
theoretical total for distribution customers of $102~77, the 
rem4ining $86 .. 49 is allocated on a 75/25 basis to curtailable 
service and the economic dispatch option to develop the appropriate 
level of incentives for nonfirm customers connecting at either the 
pr~ or secondary distribution level. 

Our adopted incentive$ are set forth in the 
following table: 

Table 7 

Incentives for Ronfim §§Xyice 

Nonfirm Ser:vice Option Voltage Level 
Transmission Distribution 

Interruptible $16·.28 $16-.28 

Economic Dispatch (Imputed 
Incentive) $16· .. 93 521.62 

Curtailable $50 .. 79 $64.87 

The interruptible And economic diSPAtch options CAn be combined 
sepArAtely or in combination with the curtailable option, so there 
Are A totAl of four possible nonfirm options for each voltage 
level. 

The incentives we Adopt Are based on the full marginal 
generAtion CApacity costs developed in this deCision. We have used 
unmodified marginal generation capacity costs, rather than costs 
reduced by application of the six-year Average ERI, for two 
reasons. First, in 0.59-12-015· :f.n PG&E"s most recent ECAC case, we 
Adopted deter.minAtions that supported use of a one-year ERl of 1.0 
AS reAsonable in setting capAcity pAyments to QFs. In many WAYS, 
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nonfirm customers are the demand-side equivalents of QFs who supply 
firm capacity, and it makes some sense to' value the two resources' 
capacity contributions on an equivalent basis. Second, applying 
the six-year ERl used for purposes of revenue allocation and rate 
design would dramatically reduce the incentives for nonfirm 
customers. We are reluctant to take this stepw1thout a more 
careful consideration of this issue. 

The adopted incentives, combined with the phase-in we 
adopt later in this decision, should result in little disruption to 
existing nonfirm customers. Compared to- the incentives of standard 
contracts, which will apply to all existing nonfirm customers by 

the end of 198:9, the incentive for curtailable service is higher 
than existing incentives, which is appropriate in light of this 
option'S overwhelming ability to avoid coincident demand-related 
costs. The adopted incentives for interruptible service are lower 
than existing incentives, but the higher incentives for curtailable 
service help offset this decrease, because all interruptible 
customers are also curtailable. The largest effect is on existing 
customers choosing Option C, which provides for curtailments on lO 
minutes' notice. Some of these customers will find the econom1c 
dispatch option attractive, and the benefits of this option should 
reduce the effects of somewhat lower incentives for interruptible 
service. 

(2) Other Aspects of the Joint ExhiJ?it 
Most of the remaining elements of the joint exhibit 

are based on recommendations raised during the hearings in this 
case. We approve these remaining elements, although several 
provisions require modification or clarification. 

First, our rejection of the implied incentive for 
curtailable service requires a modification to, the proposed revenue 
allocation for nonfirm customers. The necessary modification can 
be accomplished by negating point 2' (a) on p. 2 of Exhibit 88:,. 
which we previously quoted' .. If coincident demands for nonf'irm 
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" schedules are not adjusted to reflect the expected demands of 
nonfirm customers during curtailments, then a greater revenue 
responsi~ility arises for nonfirm customers, and the high implied 
incentive for curtail able service is removed. We will substitute 
the express incentive we have adopted in place of the implied 
incentive. As we discussed' in connection with the distinction 
~etween allocated and nonalloeated revenues, nonfirm ~:stomers' 
capacity savings are credited against their rates., and the cost of 
the nonfirm discounts are spread to all customers. 

Second, the penalty for each failure to· curtail, as I 
defined in Section 7 of the joint exhibit~ should be SO% of the 
incentives we have adopted. The joint exhibit's penalty was geared 
to the implied curtailable incentive. 

Third, PG&E and ORA still differ on how to spread 
the curtailable credit to rate components. PG&E proposes to apply 
the credit .first to, reduce the on-peak demand charge and to use the 
remaining amount to reduce energy charges. ORA argues for 
retaining the current method of spreading the curtailable credit, 
which is to spread the credit in a way that maintains the relative 
price signals expressed through demand charges and energy rates. 
ORA advocates spreading the credit according to the proportion of 
coincident demand-related costs collectod in each rate component. 

We agree with ORA that PG&E's proposed method of 
spreading credits could give an inappropriate signal to nonfirm 
customers to increase on-peak consumption. We adopt DRA's approach 
to this issue. 

Finally, the economic dispatch option has some 
confusing elements. The joint exhibit defines· this as an 
additional option for curtailable customers, but there appears to 
be no reason that interruptible customers could not also take 
advantage of this· option. If an interruptible customer also elects 
to be dispatchable on economic grounds, it should. be understood. 
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that the 30-curtailment limitation does not apply to automatic 
interruptions for underfrequency events. 

We have several concerns about the ability of the 
economic dispatch option to operate effectively and to take full 
advantage of the resource represented by these dispatchable 
customers. However, we will permit PG&E a chance to, develop this 
experimental option. PG&E ag:ees in the joint exhibit to "report 
annually on the results of implementing and operating the economic 
dispatch option" and to submit the option to annual review. This 
report and review should take place in connection with the 
reasonableness phase of the ECAC proceeding .. 

<1. Other 180es 
(1) Phase-In 

In its original proposal on nonfirm service, PG&E 
recommende~ phasing in its new incentives over time to avoid 
disproportionate effective rate increases to existing interruptible 
customers (Exhibit 40). MAny other parties supported a similar 
phase-in if the Commission adopted PG&E's or ORA's proposed 
interruptible incentives. 

We have not adopted the incentives proposed by PG&E 
or DRA. However, our adopted nonfir.m incentives will result in 
effective rate increases for some customers, particularly those who 
were served under the extended contracts. TO limit the effect of 
our adopted incentives on nonfirm customers, we will adop~ PG&E's 
phase-in, which essentially limits rate increases to 10% per year. 

(2) Customer Charges for NOnfj,rm Serrlce 
As we mentioned in our discussion of customer 

charges, we endorse DRA's added monthly charges of $190 and $200 
for curtailable and interruptible service. The customer charges 
for nonfirm service in current tariffs reflect these added charges, 
and no party presented 'a reason to· change the current tariffs • 
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(3) Ex!;endecr contrae1;s 
In 0.86-12-091, we allowed nonfirm contracts entered 

into before December 22, 1986, to retain the incentives in effect 
on that date, even though contracts eigned after that date would 
have somewhat lower incentives. Anchor proposes that its extended 
contracts should be renewed for another three years, because of the 
financial and contractual obligations it has assumed to be able to 
take firm service. 

PG&E proposes to allow the contracts extended by 

0.8&-12-091 to expire at their end of their current tem. All such 
contracts will expire before the end of this year. 

We agree with PG&E that these contracts should not 
be extended any further. Our previOUS decision allowed the 
customers to receive service under the terms stated in the original 
agreement, ,even though the incentives under those contracts· were 
higher than those found reasonable in 0.8&-12-091. Customers with 
extended contracts had no reasonable basis for expecting those 
incentives to continue beyond th~ terms of the contracts, and other 
ratepayers would·be harmed by co~tinuing'the old incentives. 

(4 ) ,:elephone Line Reggirepmt8 

PG&E proposes to ~equire nonfirm customers to make 
available a telephone line and s?aeefor a notification printer. 
Sfmultaneous telephone and printed notification of curtailments has 
improved the effectiveness, speed, and accuracy of its 
notifications. The improved ability to curtail on short notice 
increases the value of curtailable load, 4ccordin~ to· PG&E. 

PG&E's proposal was not opposed by any party, and we 
will adopt it. 

(S) UEB Sgtting 
OFRs are currently set to trip when frequency drops 

below 5·9.75, Hertz. Anchor argues that the standard' used to 
describe an effective UFR interruption in PG&E's calculation of the 
interruptible incentive, a double line outage on the' Pacific" 
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Intertie, leads to the conclusion that 0FRs Are not effective And 
not needed to Avoid outAges until frequency drops below 59.6- Hertz. 
Anchor recommends lowering the settings for OFRs to 59.7 Hertz. 

PG&E opposes Anchor's suggeztion. PG&E believes the 

isolated facts presented by Anchor do not support A conclusion that 
the existing standard should be lowered, nor has Anchor presented 
any analysis of those fActs to back up its suggestion .. 

We Are not perSUAded by the information presented by 

Anchor that changing the setting of the 0FRs is desirable or 
justified, and we will not direct PG&E to· change the present 
settings. 

e. Conc:lus.i&m 
We have discussed at considerable lenqth the issues 

raised by the nonfirm options. It should be cleAr from this 
discussion that we have many concerns about the functions, costs, 
and benefits of the nonfirm service options. We conclude that the 
program needs improvement in several respects, and we offer the 
follOwing suggestions for the consideration of the parties. 

1. The function of this p:ogram in PG&E' s system needs to be 
clearly defined. Nonfirm options have a potential to give PG&& 
great flexibility in maintAining firm service during times of high 
demand or unexpected disruptions. It is not clear that PG&E has A 
systematic approach to determining when to interrupt or curtail 
customers. This lACk of definition raises the concern that other 
customers may be paying, through incentives for customers with 
nonfirm service, for services that theY,are not receiving. For 
their part, customers with nonfirm service neeci' a clearer idea of 
the circumstances when they may be curtailed, so- that they CAn make 
rational decisions About whether to participAte in the program. 

2. There should be a logical, economic: ~a8is for the 
incentives. With a better definition of the function of this 
program, we should make better progress. in defining the costs and 
benefits of this program. to PG&E"s system. 
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3. Although we have approved the joint exhibit's provision 
'for roughly annual changes in nonfirm incentives, we believe that 
the method for calculating these incentives should have a fairly 
stable basis. In keeping with our desire to develop a sounder 
economic basis for the nonfirm service options, we believe that we 
should have sufficient stability in the incentives to allow the 
customers considering the nonfirm serVice options to make informed 
and intelligent business decisions. 

4. The simplification proposed by PG&E and adopted in the 
joint exhibit is. appropriate for now. With more clarity in the 
function and basis for nonfirm service, however, it may eventually 
be worthwhile to- develop other options for nonfirm service or 
modifications. like the changes to eligibility requirements proposed 
by the League that will benefit both participating and 
nonpartici~ating customers. 

Because the information and analysis needed to derive 
more accurate nonfirm incentives were not presented on the record 
in this proceeding, we will keep this issue open for 
reconsideration. The first step in this reconsideration is to 
collect the information on the various costs that are relevant to 
nonfirm incentives. We will instruct the ALJ to set up a workBhop, 
chaired by a representative from CACO, to determine what data is 
needed to resolve this issue. The ALJ should arrange for 
additional informal meetings or formal hearings, as necessary, to 
achieve the goal of refining the nonfirm incentives. 

8:. Sc;:hesiules E-24 Md..B-.2.S-
Schedules E-24 and E-2~ attempt to create TOO options to 

suit the needs of nonagricultural water pumping accounts. Schedule 
E-24 has an on-peak period for only three weekdays, instead of 
five, and Schedule E-2S· has a four-hour,. ra~her than a six-hour, 
peak period- Customers on these schedules are assigned staggered 
peak days or hours t~ control the overall coincident demand for 
these schedules. 
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ACWA points out that these schedules have not been 
successful. No customers have signed up for service under Schedule 
E-24, and only one customer receives service under Schedule E-2S. 
ACWA believes this lack. of response is due to water pumpers' 
inability to interrupt their operations for more than three hours. 
ACWA offers several suggestions to remedy the defects of these 
schedules. 

First, ACWA proposes to eliminate Schedule E-24. PG&E 
agrees, and so do we~ Schedule E-24 will be eli=inated. 

Second, ACWA proposes to reduce the on-peak period under 
Schedule E-25 from four hours to three hours.. At the same time, 
ACWA recommends increasing the on-peak energy charges and open1ng 
the schedule to all customers eligible for Schedules E-19 and E-20, 
subject to a limit of 500 customers .. 

ORA suggests an option within Schedule E-2S to 
incorporate several modifications to ACWA's proposal. ORAwould 
require the customers under this schedule to agree to curtailable 
service. The customers would be subject to not more than two 
curtailments for the entire six-hour peak period each year, and 
curtailments of this length would require six hours' notice.. Two
to three-hour curtailments would not be limited in number, but 
would require one hour's notice. The incentive would be 72.5% of 
the incentive for curtailable service under Schedules E-19 and 
E-20. ORA also recommends restricting the schedule to water 
districto or agricultural customers who offer 500 kW or more of 
curtailable load... With these modifieations, ORA supports an 
experimental option for water pumping eustomers. 

PG&E eoneurs with ORA's suggestions and sU9gests 
elimination of the existing four-hour peak option of Schedule E-2S. 

We will adopt ORA's proposal for a new option. '1'0 avoid ) 
confusion, PG&E should establish this option as a separate tariff 
schedule, designated Sehedule E-2& • 
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9. Schedule £-11 
ACWA also proposes an experimental option based on 

Schedule A-l1. 'rhe proposed Schedule B-11 would have an on-peak 
period of three hours, rather than six, and the on-peak energy rate 
would De increased~ 'rhe tariff would be limited to 500 customers, 
and the notice provisions described for Schedule E-26 would apply. 

PG&E conditions its support for the proposed Schedule 
E-11. PG&E believes customers· selecting this schedule should meet 
the· requirements for participation in the small commercial 
interrup~ible program. 'rhe option should be limited to water 
districts. 

ORA thinks the on-peak period should be at least four 
hours long unless service is nonfirm. 

We will authorize an experimental Schedule E-11, based on 
ACWA's proposal as modified ~ PG&E. However, to- avoid conflict 
with the terms of the small commercial interruptible program, at 
least six hours' notice will be required for six-hour curtailments. 
PG&E may want to follow ORA's suggestion to· use a differ~t 
designation for this schedule, t~ avoid confusion with Schedule 
A-11. 

10. Schedule A-B'l'P 
Schedule A-RTF is a real time pricing option for large 

industrial customers. The schedule has been exper1mental~ and PG&E 
has had reasonable success in attaining the goal of calculating 
hourly prices and communicating them to customera on this schedule. 

ORA and PG&E agree on most of the elements of this 
schedule. 

PG&E recommends differentiating the customer charge for 
Schedule A-RTP by the corresponding schedule and voltage level. 
ORA agrees to differentiation by voltage level, but would apply the 
customer charges fo~ Schedule E-20 to all customers, in the 
interest of minimizing the changes to existing rate· design. 
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We conclude that customer charges for Schedule A-RTP 
should be the corresponding charges,'of Schedules E-19 and E-20, 
differentiated by both voltage level and the size of the customer's 
load. 

ORA and PG&E agree that maximum demand charges should be 

differentiated by voltage level. PG&E agrees with ORA's proposals 
for setting Schedule A-RTP's incremental cost multipliers. We will 
endorse and adopt the agreements of the parties on these issues. 

ORA also asks PG&E to work with ORA in reviewing the 
initial results of this experimental rate, ~fore expanding the 
program in 1991. We agree with ORA's suggestion. PG&E should also 
consider proposing real time pricing options for other customer 
classes 

11. 
in its next general rate case, as ORA recommends. 
Standby Seryice 

~tandby service is provided under Schedule S to 
customers, ,typically cogenerators, who normally supply part or all 
of their loads from private facilities. Schedule S requires 
standby customers to enter into an evergreening one-year contract 
for standby service.. These customers receive service from the 
utility only sporadically, usually during repairs or maintenance of 
the private generators. The standby customer's unusual pattern of 
demand on the utility'S system complicates setting rates based on 
the utility"s cost of providing service to standby customers. 

A. CApacity Charge 
All parties agree that the capacity charge for standby 

service should be set at the level of the maximum demand charges 
for Schedules E-19 and S-20. We will adopt this recommendation. 

b. Billing Ad1ustment FfCtor 
In 0.8'6-12-091, we adopted a billing adjustment factor of 

as% for standby customers.. Monthly standby charges are assessed 
against 8S%· of the customer's capacity as stated in its standby 
contract. The 8'5,% figure WAS c!.erived from the ratio- of AverAqeto 
mAximum demand' for regular service eustomers with loads comparable 
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to standby customers' loads. Because ordinary customers do not 
impose demands on the system equal to their highest annual demand 
in every month, we determined that it would be unfair to base 
charges to standby customers on their full contract demand. 

PG&E argues for the elimination of this adjustment. PG&E 
asserts that no reasonable cost basis supports thi~ adjustment, and 
that standby customers should be billed at the full level of their 
contract capacity. PG&E points out that the maximum demand charge 
for regular service customers may not cover their full 
noncoincident demand cost responsibilities. The costs not covered 
by the max1roum demand charge are recovered in energy charges. 
Because standby customers purchase less energy than regular service 
customers, standby customers do not make a proportionate 
contribution toward noncoincident capacity costs. Eliminating this 
adjustment ,will assure that standby cus.tomers bear more of their 
rightful responsibi11ty for nonco1ncident capac1ty costs, according 
to PG&E • 

DRA opposes PG&E's position. It argues that standby 
customers use some energy,. and thus make' a contribution toward 
noncoincident capacity costs~ Elimination of the 85-' billing 
adjustment factor would inequitably assign disproportionate costs 
to standby customers .. 

FEA states that if the billing adjustment is removed, 
standby customers will be assessed a demand charge on a 1?0% 
ratcheted basis, but regular serv1ce customers would pay based on 
their actual demand without any ratchet or carryover. FEA believes 
that standby customers will be overcharged if the adjustment is 
eliminated .. 

Unocal contends that the circumstances that led the 
Commission to adopt the billing adjustment have not changed. The 
adjustment was adopted to account for standby customers' irregular 
consumption patterns, an~many customers do· not use energy during 
some billing periods. Standby customers have little· energy use 
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relative to the demands they place on the system, and when they do 
place demand on the system it is typically only for the ciuration of 
an outage of their own equipment. None of these characteristics 
has changed in the past three years, Unocal argues, and the billing 
adjustment should be retained. 

For the reasons already stated, DGS joins the opponents 
of PG&E's proposal. 

We agree that the 85% billing adjustment factor should 
continue for this rate case cycle. We are somewhat disturbed, 
however, by the lack of solid data on the demand characteristics of 
standby customers, that would illuminate the parties' contentions on 
this issue. Better information would help, set the charges for 
standby customers more preCisely. 

c. Average Rate Limiter 
sec proposes to extend the protections of the average 

rate limiter to standby customers. The present average rate 
limiter applies to all customers on Sehedules E-19 and E-20 except 
those taking standby service. SCC argues that no factual or policy 
basis exists for this exception, anci the 'lack of a rate limiter has 
a particularly detrimental effect on small cogeneratora. 

DRA, PG&E, and DGS support extending the average rate 
limiter to standby customers, provided that it applies to- all of 
the customer's loaci .. 

We agree that the average rate limiter should apply to 
all of a standby customer's regular serviee load, in the same way 
that it applies to other customers on Schedules E~19 and E-20. The 
maximum demand used to determine the regular service charge for any 
month will be reduced by the eustomer's demand in that month. The 
standby contract capacity charge should not be subjeet to the 
average rate limiter. 

d. Selecting the LeD! of Contract capacity 
PG&E and DRA suggest that the level of eapacity speeifiecl 

in the standby eontraet should be the prociuct of negotiatiOns 
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between the utility and the standby customer. The contract 
capacity level should correspond to the customer's expected standby 
demand. PG&E and ORA :believe that leav.inq this decision with the 
customer, as currently allowed,. will lead to· the selection of 
inappropriate capacity levels by cuatomers seeking to avoid certain 
demand charges. 

CMA supports the existing provisions, which permit the 
customer to· specify the level of capacity in the contract. No 
evidence has been presented that the abuses feared by PG&E and DRA 
have actually occurred, CMA argues. Giving the utility what 
amounts to veto power over the customer's decision could also lead 
to abuses, such as the utility's insistence on setting the contract 
capacity at the customer's full demand requirements, even though 
the customer may prefer to drop a portion of its load when its 
primary power source is unavailable. Requiring negotiations 

, 
between the. utility and the customer is an unreasonable 
interference with the customer's management of its loads and 
resources, in CMA's view. 

We will continue to allow standby customers to specify 
the level of capac.ity in their standby contracts. No evidence was 
presented to justify changing the existing provisions, and we 
prefer not to limit these customers' bus.iness decisions. If the 
abuses mentioned by PG&E and ORA pose a problem, then perhaps the 
consequences of underestimating the contract capacity should :be 

more severe. 
e. WaiVer of the Standby; Charge 

Schedule S allows for a reduction of standby charges when 
the customer can demonstrate from log sheets that the cus~er's 
generation un.it was out of service at the time of the customer'S 
maximum demand. In these circumstances, the customer's maximum 
demand charge will cover the utility'S cost of providing capacity 
for this portion of the customer's load, and separate recovery 
through the standby charge is unnecessary. 
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SCC argues that this existing waiver provision is unfair 
to small cogenerators. Most cogeneration units of les8 than 1000 
kW are automateQ, anQ the records required under the tariff are not 
available. Because these units are out of operation at times 
during the month, they do not effectively reduce the customer's 
maximum demanQ. Standby customers with these small units end up 
paying both standby charges and demand charges for the same load. 
SCC therefore urges the Commission to exempt standby customers with 
cogeneration units of les8 than 1000 kW from the documentation 
requirement. UnQer SCC's proposal, these customers would be exempt 
from standby charges unless PG&E could demonstrate that the 
customer's demand was reduced due to operation of the cogeneration 
unit ... 

PG&E opposes SCC's suggestion. SCC has presented no 
evidence that the outages it asserts are typical of small 
cogeneration units coincide with the customer's maximum domand. 
Unless such a coincidence can be demonstrated, there is no basis 
for the assumption that underlies SCC's proposal. Putting the 
burden of proof on PG&E ereates enormous'· expenses for special 
metering anQ extra PG&E employees~ an expense that SCC's witness 
believes PG&E and its· ratepayers should bear. The proposal also 
discriminates against cogenerators of greater than 1000 kW, 
according to· PG&E. 

We will not aQoptSCC's proposal. SCC has not presented 
compelling evidence to support a crucial assumption, that the 
outages of small cogeneration units would coincide with the 
customer'S time of maximum demand. In addition, it appears that it 
woulQ be less expensive for small cogenerators to develop a system 
0·£ automated record keeping to meet the requirements of the tariff 
than for PG&E anQ its ratepayer~ to· incur the expenses associated 
with implementing SCC's proposal •. 
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f. Special Facilities h"2!lMm't' 
Customers who operate their own' ,generators in parallel 

with PG&E's, system are required by Rule 21 to be respons1Dle, for 
the costs of interconnection facilities. 1:he customers may either 
install, own, and maintain the facilities directly, or they may pay 
PG&E to supply these services. 

Customers' interconnection facilities may also be 
adequate to supply the customers with standby power. Onocal argues 
that such customers are essentially paying twice for the same 
facilities: once through either the direct costs of ownership and 
maintenance or through payments to PG&E under Rule 21, and a second 
time through standby contract capacity charges. Onocal recommended 
that separate customer and transmission contract capacity charges 
should be developed for standby customers who make special 
facilities payments under Rule 21. 

PG&E revised its proposal to take Onccal'8 points into 
account ( Exhibits 5,1, 91). It now proposes to lower the customer 
charge and' standby contract capacity charges for standby customers 
who own or pay special facilities charges for all of the eustomer 
access facilities need to allow PG&E to, deliver power to the 
customer. PG&E later amended its proposal to· allow lower rates for 
customers who own or pay for the most expensive types of equipment. 
Unocal and CMA support PG&E's revised proposal .. 

PG&E had proposed that EPMC-based customer costs that are 
not recovered in the transmission customer charge should De 
recovered in the maximum demand charge. For standby customers, the 
maximum demand charge is also the standby charge.. PG&E therefore 
proposes to remove the customer cost component from the 
transmission maximum demand/standby charge for customers qualifying 
for the lower charges. 

For customers qualifying for the lower charges,. the 
customer charge would recover onlyEMPC-based billing costs and the 
contract capacity charge would cover only noncoincident capacity 
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eosts. Customers not qualifying for the lower charges would pay 
the regular customer charge and stan~ contract capacity charges. 

CSB objects that under PG&E's proposal QFs who pay most, 
but not all, of the cost of special facilities will not ~ eligible 
for the lower charges. CSB proposes that either PG&E should 
negotiate with the individual transmission level customers to 
arrive at appropriate charges to eliminate double charging, or that 
these customers should be allowed to purchase the remainder of 
their customer access facilities and thus to'qualify for the lower 
rate. 

PG&E believes that its approach is fair and that its 
method of determining whieh customers qualify for lower charges is 
logical and practical. Individual negotiatiOns on lower charges 
would be expensive and t~e-con8uming. 

We agree that customers should not be charged twice for 
the same se~ices or f~cilities. Onocal has pointed out an 
inadvertent duplication of eharges, and PG&E has responded with a 
reasonable and workable solution. We also agree that negotiating 
lower charges with each of its standby customers would be 
inefficient. However, in the interest of avoiding double charges, 
we think that eustomers who are responsible for most, but not all, 
of their special facilities costs should have the option of 
assuming full responsibility for those facilities, thus qualifying 
for the lower charges. With that modification, we will adopt 
PG&E's proposals. 

g. Reduced- On-Peak Demand Charges 
for SCheduled Maintenance 

Because seheduled maintenance of a standby customer'S 
alternative generation unit can be arranged to avoid any 
operational problems for the utility, FEA proposes that on-peak 
demand eharges should be reduced for on-peak consumption associated 
with seheduled maintenanee. 
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PG&E thinks this proposal is unnecessary. Customers can 
schedule maintenance of their alternative generation units outside 
of the peak periods and avoid associated on-peak charges 
altogether. Even if maintenance is scheduled for the on-peak 
period, the on-peak rate limiter provides the same protect.ion that 
is available to regular service customers. 

We agree with PG&E that rEA'S proposal is unnecessary. 
h. Differentiation of Standby Services 

DRA recommends that in future general rate cases, PG&E 
should differentiate between backu~, maintenance, and supplement4l 
service for all standby customers. FEA and DGS support this 
recommend.ation. DGS believes that PORPA requires d.ifferent charges . 
for the different types of standby service, and that 
differentiation is needed. to develop the appropriate cost-based 
charges. 

PG&E acknowledges the desirabil.ity of d.istinguishing 
between supplemental use, on the one hand, and ma.intenance and 
backup power, on the other. However, the only way to distinguish 
between these types of serviee is by metering generator output. 
This type of metering raises questiOns of responsibility for meter 
costs, physical constraints on installation, and aceess to the 
eustomer's facilities ~ PG&E personnel. These issues have not 
been explored in this proceeding, and PG&E therefore opposes DRA's 
recommendation. 

DRA suggests further ~hat the Commission should require 
PG&E to provide a study of the cost of metering and collecting data 
need.ed. to distinguish between the different types of stan~ 
service as part of the next general rate ease. 

We agree with PG&E that this issue has not been explorea 
adequately in this case. We will follow DRA's suggestion and 
require PG&E as part of its next general rate case to subm!t a 
study of the costs of metering andobtaininq the data needed to 
distinguish l:>etween the different types of sorvice .. 
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i.. 'Qnc~ention91 2.'eclJnology Allowance 
Schedule S currently provides for up to 300 kW of free 

contract capacity for customers with alternative qenerators powered 
by sources other than f08sil fuels. PG&E and DRA recommend 
termination of this experimental allowance, because customers 
should be charged on the basis of costs, whatever the technology of 
their generators may be. The tariff provides continuation of the 
allowance for 60 months after customers receive notice of the 
termination. No party opposes this suqqestion .. 

We agree that this exemption should be eliminated. 
12.. Ec;OnoaU.c Development Bates 

PG&E proposes two experimental schedules, Schedules ED-19 

and £0-20, for customers in special enterprise zohes e5tAblisbed by 

the State of california. The ente:prise zones are economically 
distressed areas that have been singled out for special incentives 
to stimulate job· development and economic growth. PG&E believes 
its proposed rates complement the State's efforts • 

The schedules would offer a three-year declining discount 
to no more than twelve customers in enterprise zones who add at 
least sao kW of new load.. The rate would be set to ensure that the 
average rate under these schedules would equal or exceed PG&E's 
marginal cost of service. 

ORA opposes the special schedules because it believes 
discounts of the sort contemplated by the economic development 
rates may be offered in special contracts reviewed in the expedited 
application docket (EAD). The EAD h4s the advantage of allowing 
case-by-case review of these agreements. In addition, PG&E may 
find it effective to offer conservation incentives as an 
alternetive to rate discounts, and the EAt> can accommodate this 
alternative. Because other ratepayers will make up for the 
discounts· offered under PG&E's proposal, DRA feels the review 
incorporated' into the EAt> is necessaxy • 
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If the Commission Accepts PG&E's proposAl, DRA sugq0st3 
severAl sAfeguards. First, the ochedules and the discounts should 
not extend into any yeAr when PG&E projects, based on the 
determinations of this decision, thAt it will need new capacity. 
second, the experimental schedules should be limited. to eiqht 
customers, rAther than the twelve PG&E proposes. Third, the 
discounts should not be Available for load that merely relocates 
from the service territory of another California utility. 

PG&E states that customers interested in these economic 
development rates have expressed a concern about the uncertainty 
associated with the EAD. PG&E finds DRA's aclcl'itional s~fe9Uards to 
be acceptable if the experiment is approved. 

Although PG&E proposed two separate schedules, we think 
it will be administratively simpler to authorize a Single 
experimental Schedule EO, based on PG&E's proposal. However, we 
w.i.ll add two of the three limitations DRA recommend.ed to protect_,., 
the interests of other ratepayers. We will not adopt DRA's 
limitAtion to years in which PG&E does not need new capacity • 
Although we have used this protection in approving speCial sales 
contracts, the standards for economic development rates are 
dif£erent from those for uneconomic bypass. As well, the DRA 
limitation is unnecessary during the current rate case eyele, when 
PG&E will not need new cApacity. 

In addition, we will instruct PG&E to take advantage of 
the opportunity presented by this experiment to ensure that these 
new customers are informed of cost-effeetive eonservation and load 
management measures they may take to reduce their electriC bills 
and tho load they place on the system. We encourage other I 
California utilities to-investigate economic development rates\for 
any special enterpriee zones in their service territories. \ ... , 

',,-
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F. Agricul:turAl Class 
1. Introduction 

71 

Agricultural schedules have been extensively revised in 
recent years (see 0.37-04-028). To help agricultural customers 
lower their bills and to reduce the marginal costs ana associated 
revenue responsibility for the agricultural class, we have aaopted 
several TOO schedules, ana larger agricultural customers are 
required to take service under TOO scheauleswhen TOO meters are 
available. Schedule AG-1 is the schedule for basic general 
service. Schedule AG-4 and AG-S, are· the basic TOO scheaule8~ 
Schedule AG-5 is designed for larger customers. Schedule AG-6 is 
an interim schedule that will be unnecessary when enough TOO meters 
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are available and customers are converted to Schedule AG-S. 
Schedule AG-~.is a split-week 'rOO schedule, which allows for 
daytime irrigation pumping for part of the week. Schedule AG-V is 
a short-peak 'rOO schedule that applies on-peak rate& to a four
hour, rather than a six-hour, period. 'rhe agricultural schedules 
are subdivided into two or three categories--A, B, and C--depending 
on the level of demand~ 

'rhe agricultural class is farther away from·EPMC, as 
calculated from current marginal coats, than any other cuatome2: 
class. If we continue our intended progress toward a revenue 
allocation based on EPMC, the agricultural class as a whole would 
face rete increases of 40-5.0%. 

In response to this large potential increase, DRA states 
that its policy is to move as much as possible toward cost-based 
rates, so that agricultural customers will be informed of the costs 
of the various service options that PG&E offers~ If agricultural 
customers can minim.i.ze the:i.r use of 8erv:i.ces that impose h1gh 
costa on the system, then the overall cost of service to the 
agricultural class will decline. As a result, the EPMC-based 
allocation will decline, and large increases can be avoided. 

DRA offers an illustration of how this process will work. 
Many single agricultural customers have multiple account8~ Xn some 
cases, the multiple accounts are due to a geographical separation 
of fields, :but in at least some cases, separate accounts, requiring 
separate secondary distribution line transformers, service drops, 
meters, and bills, are in close proximity. A conso1idat1on of such 
accounts would both lower the charges to the customer and decrease 
the cost of service, and eventually the revenue allocation, to the 
class .. 

Although PG&E does not express its overall policy toward 
agricultural rate design in the same terms as DRA, its shares many 
of DRA's specific recommendations. 
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As a general matter, we agree with'DRA that the 
components'?f agricultural rate design should reflect their costs .. 
In the past, ~e have attempted to avoid disruptivo rate increa3es 
to agricultural customers, and we have taken such steps as capping 
the ,revenue allocation to' the class 'and introd~cing many service 
options to reduce customers' bills. Cost-based rates- are another 
way to reduce to the cost of service to the class' and avoid 
allocation-based. i,nereases by l~wering the revenue allocat1on to 
'the' class. 

We have already taken several steps to ,lessen unduly 
harsh rate impacts on agricultural customers. We,have'capped the 
interclass'allocation and adopted an approach to theintraclass 
allocation that, lessens the effect on other' 'agricultw:al customers 
of our desire to keep Schedule' AG-S competitive with alternative 
pumping fuels,. 

Given the intricacies of balancing our goals of reaching 
EPMe with the need to ensure that Californill.'s,farmers Can :buy 
electricity at affordable rates, we believe some further 
examination of rates within the agricultural class, is needed_ In 
the short term, we would like to take a closer look at the impact 
the rate schedules, we are adopting will have on customers served 
under Schedule AG-S. We specifically want to examine whether the 
rates that result from this decision are in fact competitive with 
al ternate pumping fuels for these customers" '1'0 accomplish Ichis, 
we will hold the rocord open in this proceeaing to take testimony 
on that specific issue early in 1990. We ~ill leave the scheduling 
to' the ALJ, but the matter must be decided before MAy 1~ 1990, to 
permit any rate changes to take effect before summer rates begin. 

Taking a somewhat longer view, we also, want a broader 
study of agricul tU,x:a1 rates to :be completed :before 'the end of next 
year~ so that we will have more detailed information before us in 
PG&E's rate 'design window proceed.;Lng,. anticipated. in late 1990 or 
early 1991. We will d.irect PG&E and. CACD to conduct a joint study 
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of the agricultural class' marg~nal costs and intraclass allocation 
and their implications for,rate design. This study should be 
completed by November 5, 1990, 'and served on the Commissioners, 
ORA, CFBF, PUPC, the assigned ALJs, and any other party request~nq 
a copy. 

", , 

2. CuAAomer Charge 
Both ORA and PG&E recol\'U'llend a $-10 monthly customer charge 

for'agricultural accounts. We ".,ill adopt the parties' 
recommendation. 

3. ~..J2Cml)nd CbIlx:cre.q 
Both PG&E and ORA agree that the increase to maximum 

demandcharqes to Schedules AG-l, A~R, A~V, and AG-4'should be 

capped consistently :with the overall percentage cap used in 
intraclass rate design. The parties differ, however, in the 
specific calculation of the cap. , 

PG&E sets the cap at the sum of the interclass and 
intraclass caps for the agricultural class. PG&E believe$ that its 
recommendations result in moderate increases 'that permit sufficient 
movement toward EPMC, especially in light of the substantial 
increases in demand charges that resulted from the reorganization 
of agricultural schedules in 19S7-8S. 

ORA caps the increases to these schedules at five' percent 
over the tot~l cap on intraclass and interclass agricultural 
revenue allocation. ORA believes that a more aggressive movement 
to EPMC is warranted because the maximum demand charges for these 
schedules remain cons,iderably below their EPMC levels. Although 
the resulting percentage change may seem large, the bill impact of 
its ~ecommendation is still within DRA's goal ~f limiting the 
effects on individual cu'stomers' bills .. 
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We Agree with ORA that a more rApid movement toward EPMC 
is justified for this rate component. MAximum demand charges have 
a great potential for conveying to a customer the true cost of an 
expensive component of the system's costs, and even with the 
increases proposed. in this case, the rates will remain 
substantially below EPMC levels. Although the percentage increase 
is comparatively large, the bill effect ie moderate. We will adopt 
a cap for the 2Mximum demand- charges of Schedules AG-l, AG-R, AG-V, 

and AG-4,. set at the level of 5-% ~ve the sum of the interclass 
and intraclass percentage caps. 

For Schedules AG-SB and AG-SC, ORA calculates that the 
maximum demand charges currently exceed an EPMC-based allocation of 
noncoincident capacity costs plus customer costs. For the level of 
increases in revenue requirement requested by PG&E, ORA recommends 
no change ~n these charges. At lower levels of increases, the 
combination of time-differentiated rate components would not 
recover marginal costs. ORA recommends setting the time
differentiated components at marginal cost, and decreasing the 
maximum demand charge on a residual basis. The maximum demand 
charge for Schedule AG-SA, which is not differentiated by seasons, 
would then be set to produce the same revenue for the same 
consumption that the seasonally differentiated maximum demand 
charges of Schedule AG-SB- and AG-SC would produce. 

In its opening brief, PG&E agrees with ORA's approach. 
In its comments on the proposed decision, PG&E argues 

that ORA's approach should be limited so that the maximum demand 
charges for Schedule AG-S do not decrease below current levels. 
ORA acknowledges that its approach leads to unexpected decreases 
and recommends that decreases be limited to EPMC levels. 

We will adopt ORA's rec~endations fordete~nin9 
maximum demand: charges for Schedules AG-SA, AG-SB, and AG-SC, 
subject to PG&E'-S sugge8ted floor of the current charges. 
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... On-Peak 'QfflMnd Clw:ges 
PG&E sets on-peak demand charges for agricultural TOO 

schedules subject to the same cap it recommends for maximum demand 
charges. 

ORA thinks that on-peak demand charqas can be set at EPMC 
levels without undue effects on bills. ORA calculates the EMPC 
level for on-peak demand charqes by correlating on-peak energy use 
and on-peak demand with coincident demand.. Since it is possible to 
move to EPMC levels without adverse effects on customers' bills, 
ORA believes the CommiSSion should do so·. ':rhis step would lead to 
})etter communication of costs to customers.. PG&E'S proposal to 
achieve EPMC levels in a series of steps would leave customers 
guessing about the ultimate level of these eharges. 

We agree with ORA that communicating the cost and level 
of on-peak ,demand to customers is important.. ORA's overall scheme 
offers customers on TOU schedules a chance to benefit directly by 

shifting load away from peak hours.. ORA's proposal ereates 
appropriate incentives· for shifting consumption, and for this rate 
component achieves. our goal of EPMC-based rates.. We will adopt 
ORA's recommendation for setting on-peak demand chargeD. 

s. P9m§nd Charge Limiters 
Rate 1im1ters of various. types were developed in 

0.86-12-091 to mitigate large bill impacts to eustomers in the 
large light and power e1ass. The demand chArge limiter was 
extended to the agricultural class in D.87-04-028. Demand charge 
limiters currently apply only to the "'S" and "C'" series of 
schedules, for customers with connected loads of 3',S horsepower or 
more. Three issues arose concerning the application of demand 
charge limiters to the agricultural c14s3. 

a. Interpretation of the TVi.ff Provi810lJI 
CFBF contends that PG&E misapplies the demand charge 

limiter to· the detriment of certAin agricultural customers. The 
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tariff states that a demand charge lim1ter applies in any billing 
month when: 

a.· seasonal billing demand for the previous 
month of the same season was zero; and 

enerqy use in kWh divided by recorded 
maximum demand (in ]('f1) in the same billing 
month io less than or equal to threea 

CFBF contends that PG&E is not applying the demand charge 
limiter as required by the tariff lanquage and intended by the 
Commission. For example, if a customer had no billing demand in 
November and no billing demand in Oecember, CFBF believes that the 
demand charge limiter should apply. PG&E does not apply the 
limiter in these circumstances. 

PG&E responds by pointing out that the tariff applies the 
demand charge limiter only when the "seasonal billing demand- for 
the previou.s month is zero. CFBF interprets this tem to refer to 
the billing demand for the previous month, but the tariff defines 
"seasonal billing demand" in terms of the highest billing demand 
charge recorded in the months of the same season during the 
previous twelve months. PG&E :believes that .its interpretation is 
based on the tariffs and consistent with the Commission's intent-
to allow agrieultural customers to test their pumps during the off-
season. 

We concur with PG&E's interpretation. The demand charge 
limiter is designed to allow minimal energy use during a particular 
season. If the customer is recording more than the allowed minimal 
use, then that customer is not truly a seasonal customer of the 
sort that the demand charge limiter is designed to protect. We 
adopted this limiter for agricultural schedules "to avoid severe 
bill impacts. in months when customers onlyperfom maintenance" 
(D.87-04-028, mimeo. p. 3). We are satisfied thAt the tllriff 
language accomplishes that goal and that PG&E has correctly' 
interpreted that language • 
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.. . 

b. Applic{Ij;ion to ;the -,A. ~ 

CFBF argues that the demand charge limiter should not be 
restr1cted to the "'B" and "C" ser1es of tAriffs, for customers w1th 
connected loads of 3~ horsepower or more, but customers on the "A" 
series of tariffs should also be eligible for the lim1ter. CFBF 
argues that there 1s no 10q1c to restricting the limiter to 
customers with higher loads: if the purpose is to avoid the 
creat10n of seasonal b1lling demands when equ1pment is tested in 
the off-season, then it should apply to both small and large pumps. 

PG&E responds by p01nt1nq out that demand meters are not 
1nsta1led for accounts on the "A" series. These accounts are 
requ1red to pay a connected load charge that effectively 1nc1udes a 
seasonal billing demand every month, regardless of the customer's 
actual demands. These customers tend to have a more intermittent 
load than larger fac1l1t1es, and an unvarying connected load charge 
is assessed: to collect noncoincident capacity costs. If the demand 
charge limiter applied to these customers, as CFBF proposes, 
collection of the noncoincident capacity costs from the&a customers 
would be eroded. 

Because these customers do not have demand meters, we 
agree with PG&E that there is no pract1cal way to apply the demand 
charge limiter. One of the components of the calculation of the 
limiter, the seasonal billing demand, can not be determined without 
a meter. We will not adopt CFBF's proposal. 

c. Replacement by an On-POak Rate Limiter 

ORA believes the demand charge limiter currently applied 
to agricultural schedules· is not based on costs. It therefore 
recommends phasing out the demand charge limiter and replac1ng it 
with the cost-based on-peak rate limiter of the large light and 
power schedules. In this proceeding, ORA recommends increasing the 
demand charge limiter by 5% over the cap used in the intrac14ss 
revenue allocation within the agricultural class • 
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PG&E does not,oppose ORA's proposal, but it raises 
several points that may need further consideration. The proposed 
on-peak rate limiter would require seasonal users to pay 
noncoincident demand charges based on their seasonAl billing 
demand, and off-season demand would not be forgiven by application 
of the demand charge limiter. This feature is more cost-based than 
the current limiter, but it moves against the Commission's stated 
intent in adopting the demand charge limiter. 

In addition, applying the current on-peak rate limiter of 
the large light and power class to agricultural customers could 
allow some customers to- avoid some of the noncoincident demand 
charges and peak demand charges. This avoidance would not be cost
based~ PG&E suggests that the limiter may need modification to 
eliminate this possibility~ 

For the next rate case cycle, we believe that we should 
retain the .demand charge limiter for the agricultural class with 
the increases advocated by ORA. This class has recently 
experienced an extensive restructuring of its rates, and our 
revenue allocation policy promises further rate increases in the 
future. The demand charge limiter is a modest attempt at 
mitigating one charge for customers with consumption in only one 
season, and we believe it is desirable to retain this limiter for 
the next three years. PG&E has pointed out some potentially 
perverse incentives associated with the on-peak rate limiter. We 
suggest that PG&E and ORA consider this matter more extensively And 
bring a more developed proposal to the next gener~l rate case. 

S. TOU..Jnergy Charges 
PG&E and DRA agree that TOU energy charges should be set 

so that the average rate in each TOO period is proportional to the 
combined marginal cost of energy and coincident capacity for each 
TOO period. 

We will adopt the recommendations· of these parties • 
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7. 'J.'OQ M~ing 
PG&E and DRA agree that the incremental cost of TOU 

metering above standard meter costs should be added to allocated 
revenues for TOU schedules to produce the total revenue 
requirement. The parties further agree that the meter chArges on 
1'00 schedules should be set at the incremental cost of TOO 
metering, rounded to the nearest five cents. 

We will adopt these parties' recommendations. 
8:. setting the Leyel of Rate C9lll1?ODent8 

PG&E and DRA agree that energy and on-peak demand charges 
should be set residually to collect revenues equal to the total 
revenue requi:ement minus the revenue from customer charges, 
maximum demand charges, and meter charges. Once on-peak demand 
charges are established, both DRA and" PG&E set the on-peak energy 
charges on TOO' schedules residually from the revenue allocated to 
the on-peak period. 

We will adopt this approach. 
g". Schedule AG=~' 

ll. Rete Ceiling 
PG&E initially proposed to limit rates for Schedules AG-

5B and AG-5C by the estimated cost of diesel-fueled pumping- PG&E 
reasoned that limiting these rates to the cost of the competitive 
alternative would avoid bypass by agricultural customers. Acw.A and 
pope support this proposal. 

PG&E estimated the cost of diesel-fueled pumping as 7.4 
cents/kWh and set the competitivo ceiling for rates under these 
schedules at that level. ACWA estimAtes this cost to be 5.5 to 6 
centS/kWh, and recommends this level as the rate ceiling. pope 

takes the view that the ceiling should be the average of the 
competitive price, which estimates as 6.1 cents/kWh, and these 
schedules' full EPMC share of the class revenue responsibility. 

PG&E, however, bas baclced away from- its initial proposal 
and now supports DRA's position. DRA approaches, ,the problem of 
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bypass by diesel-fueled pumps by proposing that Schedules AG-SB and 
AG-SC should receive their full EPMC shares of the agricultural 
class' revenue allocation. 'this approach results in a rate that is 
above marginal cost but competitive with diesel- or liquid 
petroleum-fueled pumping, according ~o ORA and PG&E. 

PG&E adds that ORA's method spares parties. in future 
general rate cases from the need to litigate the elements of ~he 
costs of competitive pumping fuels, and it avoids the need for 
farmers to negotiate special contracts to- receive a competitive 
rate. PG&E also points out that ORA's approach, even at the 
highest levels of increase in revenue requirement considered in 
this case, results in rates that are no more than eight mills over 
the rates recommended by ACWA and POPC. 

We find that ORA's approach is simple and results in 
rates that,appear to be competitive with the diesel or liquid 
petroleum alternatives. ORA's recommendation also avoids the need 
for subsidies by other customers. We will odopt DRA's recommended 
approach of giving Schedules AG-SS and AG-SC their full EPMC shares 
of the agricultural class' revenue allocation as the best way of 
addressing the issue of bypass by agricultural customers. 

b. Jliniprmll Bill 
DRA and. PG&E agree with pope's. point that the minimum 

bill creates adverse and. unintended consequences, for customers on 
the AG-S schedules. We will adopt their recommended solution and 
eliminate the minimum bill for Schedules AG-SA, AG-SB, and AG-SC. 

10. SChedule AG=6 . 
Schedule AG-6 was established os an intertm schedule to 

accommodate customers who were waiting for the installation of TOO 
meters needed for service on Schedule AG-S. PG&E requests 
permission to continue service under Schedule AG-5, which was 
intended to be eliminated after December 31, 1989', for up to- two 
billing cycles after the customer requests service uncler 
Schedule AG-S. PG&E is unable to keep up with the demand for TOO 
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meters created by customers who desire to convert from Schedule AG-
6 to Schedule AG-S. PG&E believes Schedule AG-6 continues to be 
effective in combating bypass for customers who are awaiting 
installation of TOO meters. 

DRA supports PG&E' s :request, provided that all customers 
on Schedule AG-6 as of January 1, 1990 are converted to TOO 
schedules by ~y 1, 1990. PG&E agrees to this condition. 

CFBF also believes Schedule AG-6 should continue until 
all agricultural customers who have siqned up for service on 
Schedule AG-S can have TOU meters installed. 

We will adopt PG&E's proposal and allow PG&E to continue 
service under Schedule AG-6 for up to· two billing cycles after a 
customer requests service under Schedule AG-S. PG&E should install 
the necessary 'rOO meters by May 1, 1990 for all customers on 
Schedule AG-6 as of January 1, 1990. 

, 
11.. Interim RAte $Cbedules 

CFBF arques that the pace of converting customers from 
Schedule AG-1 to new TOO schedules will accelerate, exacerbating an 
existing backlog in the procurement and in8~llation of TOO meters. 
Because PG&E will be unable to· accommodate all requests for 
conversion to· TOU sehedules within a reasonable peri04 after the 
request, CFBF believes an interim rate schedule is necessary. 

CFBF notes that several parties support the eontinuation 
of Schedule AG-6 until parties who have requested conversion to 
Schedule AG-S can be accommodated. CFBF's proposed schedule would 
serve the same function for customers served on Schedule AG-1 who 
request service under the TOU Schedules AG-R, AG-V, or AG-4. 

CFBF supports its request by noting that PG&E proposes to 
install only 2000 TOU·meters for agricultural customers· in the test 
year. Conversion requests have been coming in at about 1500 per 
month, however, and agricultural customers used up thei: allOCAtion 
of TOO' meters for 1989 by early February • 
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PG&E opposes CFSF's propoSAl for two chief reasons. 
First, eFBF proposes to open its interim schedules to customers of 
less than ten horsepower of connected load who are not obligated to 

convert to TOO" schedules when meters are available. TOO service ~ 
such small cus-c.omers is not nOrxD4lly cost-effec-c.ive. Bec4use the 
proposed rates are no-c. cost-based, they will resul-c. in a revenue 
shortfall, at the expense of other customers. 

Second, PG&E 4rques that the meter backlog is manageable 
and does not require a special interim rate.. For customers 
request.:Ln9' serv.:Lce on Schedules AG-4, AG-V, or AG-R, the baekloq 
was 783 meters 4S of the end. of May 1989. The current average 
delay between a customer's request for a TOO" schedule and 
installat.:Lon of a TOO" meter is 30 days. Thus, -c.he rationale for 
CFSF's proposal does not stand up to the facts. 

ORA expresses interest in CFBF's proposal, but opposes 
.:Lts adoption in this rate case. ORA argues that the proposal was 
submitted well after the deadline for testimony by intervenors, and 
it should properly be submitted as part of the next rate design 
window. ORA also expresses concern About the specific structure of 
CFBF's proposed rates .. 

We are concerned about the delay in installing TOO" 
meters, but we do not feel the interim rate proposed by CFBr is 
justified at this time. PG&E presented testimony in rebuttal to 
CFSF's proposal that stated that it had installed' over 14,000 TOO" 
meters for agricultural customers in the first half of 1989. The 
backlog for the schedules that are the target of CFBF's request 
seems manageable, and the average delay is within the range CFBF 
defines as reasonable and timely. 

To make sure that adequate progress continues to be made 
in converting customers to TOO" schedules, we will direct PG&E to 
present a report on this issue in early 1990.. The report should 
state the number of agricultural TO'O"meters installed.in 1989, the 
number of requests for conversion received in 1989, by month and by 
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. 
schedule, the backlog by schedule existing at the end of 1989, and 
the average delay in responding to a request for conversion. 'The 
report will be due on March 15, 1990, and should be served on CFBF, 
POPC, ACWA, DRA, and any other party making a specific request to, 

PG&E. 
12 _ PrOposed SChedule Ac;..7 

POPC proposed a new Schedule AG-7, with three declining 
load factor energy prices in the summer off-peak period and no 
minimum bill. The purpose of this schedule is to replace Schedules 
AG-4 and AG-S for C\l,stomers who migrate between these two schedules 
on an annual basis. The schedule would also avoid some of the 
unintended problems created by the minimum bill. 

PG&E finds POPC~s concept to be worthy of further 
consideration, but it believes adoption of this schedule now is 
premature. Removal of the minimum bill for Schedule AG-S will 
allay many of POPC's concerns. But the benefits of this schedule 
have not been shown, and the fact that it is not cost-based leads 
PG&E to urge its rejection. PG&E thinks that the concerned parties 
should consider the purpose of the proposed schedule and perhaps 
introduce new rate options as part of the next rate design window. 

DRA also supports pope's goals, but opposes adoption of 
Schedule AG-7 at this time. DRA opposes the decli.ning block 
structure and rates that are not cost-based. DRA also believes the 
recommended elimination of the min~um bill for SChedule AG-S will 
satisfy some of pope's concerns. 

We will not adopt the proposed Schedule AG-7. We have 
decidec1 to, eliminate the minimum bill for Schedule AG-S·, which 
accomplishes pArt of pope's purpose.. If this, action is not 
sufficient,. ac1c1itional rate options may be proposed as part of the 
next rate design window. 
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13. Interrgptible Rates 
PG&E proposes to eliminate its Agricultural Interruptible 

Project 1£ the results from 1988 and 1989 show no improvement over 
1987's cost-effect1veness and load impacts. 

DRA opposes e11m1nat1ng this opt10n and proposes offer1ng 
1nterruptible rates based on the old Schedule PA-4 as part of 
Schedules AG-R, AG-V, and AG-4. Any difference in customer serv1ce 
expense connected with providing interruptible service would be 
recovered in an interruptible service charge ~ DRA suggests that 
the cost-effectiveness of this program could be improved if credits 
are based on performance, rather than participation, and i£ credits 
are set equal to PG&E'S avoidable generation, transmission, and 
distribution. costs. 

PG&E responds that DRA's proposals are a step away from 
cost-based rates, and that if an interruptible ~ate is offered, 
incentives 'should be based on the marginal costs adopted in this 
case, not on. the rates of old Schedule PA-4. 

We o9'%'ee with ORA that 1t is impo:r:tant to develop options 

that may help the agricultural class reduce its contribution to the 
system's peaks. We also note that interruptible rates for 
agricultural customers were stimulated by passage of AB 2882 in 
1986. PG&E argues that the leq1slation required 1t to develop 
economically feasible interruptible rates, and its experience has 
shown that these rates are not cost-effective. . 

We believe the interruptible program for agriculture 
should continue, and PG&E should strive to improve the cost
effectiveness of the program. We agree with PG&E, as does DRA in 
its reply brief, that the incentives should ~ based on the 
marginal costs adopted in this case. DRA suggests ways to improve 
the cost-effectiveness of the programs. We will direct PG&E to 
continue the agricultural interruptible program for this rate case 
cycle at a minimum of the current level of participation. The 
interruptible credit should be paid on the basis of performance, 
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rather than participation. In addition, PG&E should consider ORA's 
reco~endations on the interruptible service charge and make any 
appropriate proposals for this change in the next rate design 
window. 
G. S:!CreetU.ghtinq 

Streetlighting is a unique customer class because 
customers have the option of either owning or renting certain 
facilities from PG&E. Service is provided under four schedules, 
with numerous different rates for different types of lights, 
different wattaqes and voltaqes, and different classes of service, 
which vary with specific facilities owned by the utility. Ex. 264, 
pp. 4-8 sets out a description of various rates provided to this 
class. In ~road terms, Schedule LS-l applies to· streetlights v1th 
facilities that are primarily owned ~ PG&E. Service for 
streetlights that are owned by the customer is covered under 
Schedule LS-2. The customer usually owns the fixtures, poles, and 
interconnecting circuits for service under LS-3, and PG&E provides 
energy to one or more central points. Schedule OL-l supplies 
service for outdoor area lighting not covered ~y other schedules. 

1. facilities Charges 
Charges for streetlighting service have two basic 

components. Energy charges include costs included in the company's 
results of operations that are allocated as part of the revenue 
allocation. Energy charges for street lighting include some charges 
not strictly related to energy, and energy rates are assessed as a 
flat monthly charge. Facilities charges cover th~ capital and 
maintenance of equipment like poles. and lamps. All parties agree 
that facilities· charges should be excluded from the revenue . 
allocation, because theso facilities are unique to the 
streetlighting class. We have already discussed and resolved, in 
the discussion of marginal customer costs, the issue of 
distinguishing between facilities-related and customer-related 
equipment and costs • 
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The parties differed strenuously on how to develop 
facilities charges. 'rhe parties split into- CUlpS supporting tW'o 
methods described ~ SOme of the most awkward abbreviations known 
to public utili~y regulation. 

a. ~ 
PG&E relied on the method adopted in its last general 

rate ease decision, the original cost less depreciation-replacement 
cost new (OCLD-RCN) method. This method sets facilities charges in 
two steps. First, it determines a revenue requireme~t for the 
streetlighting class by applying the authorized rate of return to 
the net book value of the plant making up the streetlighting 
facilities owned by PG&E. Net plant is determined ~ taking the 
original cost of these facilities and subtracting the appropriate 
accumulated depreciation. The second step allocates the resulting 
revenue requirement to the various schedules, lamp types, and lamp 
sizes based on the current replacement costs of the facilities 
needed for that particular service • 

PG&E believes that this OCLD-RCN approach is consistent 
with the marginal price principles relied on by the Commission in 
:recent yecU's. It amounts to· a m.i.niature ratemaJd.ng of the sort 
followed in the remainder of this case. A revenue requirement is 
determined according to depreciated capital investment and related 
expenses, and the responsibility for meeting that revenue 
requirement is alloca~ed to va=ious classes ~nd schedules according 
to the incremental cost of providing the cor:esponding servj.ce. 

b. Cal-SQ and DBA 
Cal-SLA and DRA support an approach designated as the . . 

replacement cost new-economic c~rxying charge (RCN-ECC) method. 
This method attempts to· develop an equivalent to a rental charge 
for PG&E's facilities. It begins with the current cost of 
replacing the variouS element~ of the streetliqhting facilities and 
calculates an economiC carrying charge so that the costs of the 
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facilities are recovered through a level charge over the 
equipment's expected useful life. 

These parties believe that a simulated rent is the 
appropriate facilities charge for the streetlighting class, because 
customers have the option to purchase some of the facilities needed 
to serve them. This adds an element of competition, and the 
Commission should ensure that the determination of the regulated 
faeilities eharge does not inadvertently encourage the customer 
either to purchase or not to purchase the equipment. 

Cal-SLA also believes the Commission has endorsed the 
RCN-ECC method, because it was adopted in the two most recent 
general rate cases, for Edison and SOG&E. 

c. Nil' 8 critieitnllS 
PG&E argues that Cal-SLA and ORA apply the RCN-ECC method 

in a way that loses sight of the distinction between revenue 
allocation ,and the subsequent application of a rate design. The 
reSUlting rates are based on rental charges, a proxy for marginal 
costs, but these parties make no attempt to ensure that the revenue 
requirement associated with streetlighting services is recovered in 
rates to that class. 

PG&E est~tes, without direct challenge from AnY party, 
that the revenue requirement for the streetlighting facilities is 
About $25 million, but the rates that result from the RCN-ECC 
method bring in revenues of only $13 to $l6 million (DRA and 
Cal-SLA differ in the components of their respective faCilities 
charges). These parties· have no proposal on how to recover this 
shortfall, and ORA even denies that a shortfall exists. PG&E 
believes that applying the RCN-ECC method in these circumstances 
leads. to a subsidy of streetlighting customers by other customer 
classes .. 

PG&E acknowledges that the RCN-ECC method was adopted in 

Edison'S and PG&E"s recent generb.l x-ate case decisions.. PG&E 
points out, howevex-, that in the Edison case the Commission adopted 
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this approach because Edison's accounts did not ~eco~d or1ginal 
cost and depreciation in a way that m4de it practical to use the 
OCLO-RCN method. In the SOG&E case, the parties did not dispute 
this issue, and the decision is silent About both the RCN-ECC 
method and the reasons for adopting it. PG&E believes that 
0.86-12-091 remains the Commission's most recent discussion of the 
appropriate method for determining facilities charges. 

PG&E also reacts to the suggestion that facilities 
charges equivalent to rent are needed to avoid bypass by 
streetlighting customers. Customers purchasing streetlighting 
facilities do not leave the system entirely; they continuo to ~uy 
energy from PG&E. Purchases reduce the capital costs associated 
with streetlights and reduce the revenue requirement for this 
class. If other customers are sUbsidizing the capital costs for 
streetliqht.:Lng facilities, then these other customers will benefit 
when the facilities are purchased ~ the streetliqhting customer. 
There is no need to attempt to set facilities charges at marginal 
cost, unadjusted for the class' revenue responsil:>ility, because 
other customers. are not harmed, as they are in the case of bypass 
by industrial customers. PG&E contends that the logic Qf the 
RCN-ECC approach fails·. 

4.. Col-SQ." and 12M'S critieill!l8 
DRA and C41-SLA believe the Commission indicated its 

preference for the RCN-ECC method in Edison'S and SDG&E's general 
rate ease decisions. 

PG&E's concern about a suDsidy from other customers is 
misplaced, according to these parties. There 1s no evidence that 

any such subsidy exists, :because PG&E's determination of revenue 
requirement relie~ on the OCLO approach and on the reasonableness 
of minor plant accounts that are too· small t~ be subject t~ normal 
review. DRA argues that the reverlue requirement for streetlightinq 
facilities should l:>e dete:cmined by the RCN-ECC method,. and its 
recommended rates are designee to recover that revenue requirement. 
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The Commission has repeatedly st~tj9d that revenue allocation and 
rate design should be based on marginal costs, and the rates 
developed by ORA follow that principle. 

DRA als~ argues that the rental charge approach it 
advocates recovers the full capital cost of equipment over the 
useful life of the facilities. The fact that the timing and 
pattern of recovery may differ from PG&E's proposal does not 
constitute a subsidy or a revenue shortfall. 

e. DisC'9.S8ion 

It is true, as ORA points out, that we have repeatedly 
stated that marginal cost principles should guide our revenue 
allocation and rate design. The ultimate goal of ratemaking, 
however, is to set rates that recover the utility'S. reasonable 
revenue requ.i.rement.. Although rates should be set according to 

marginal cost pr.i.nciples, it is extremely rare for mArg.i.nal costs 
to equal the exact amount of the revenue requirement. Thus, it is 
necessary to scale marginal costs in developing rates so that the 
revenue collected throuqh rates equals the revenue requirement~ 
Our goal in revenue allocation and rate design is therefore 
described as setting rates based on an equal percentage of marginal 
costs. 

It appears that the RCN-ECC approach to setting 
facilities charges leads to rates that approximate marginal costs 
without any attempt to relate those costs to the appropriate 
revenue requirement. To the extent that a 3hortfall exists, a 
subsidy from other ratepayers results. OUr goal is and should 
continue to be to- minimize subsidies from one grou~ of customers to 
another. 

ORA denies the existence of any such subsidy by 

suggesting that the revenue requirement calculated by PG&E is 
erroneous. However, ORA does not directly recommend a disallowance 
that would be consistent with its suggestion.. Instead, it suggests 
that PG&E's proposed revenue requirement is faulty because it is 
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based on small plant,accounts that ~RA did not review for 
rea8onableness. It also asserts that ORA did not have reason to 
review PG&E's OCLD calculations in detail. 

DRA's arguments are disingenuous. The OCLD approach has 
long been a standard regulatory approach t~ the calculation of 
revenue requirements. The fact that PG&E proposed facilities 
charges based on this approach in its application filed in December 
1988: should have qiven DRA reason enough to examine PG&E's method. 
Although we recognize the severe constraints on DRA's time, the 
suggestion of a $12 million subsicly or hidclen disallowance seems t~ 
provide sufficient reAson to examine the pertinent plant accounts, 
even if the amounts in those accounts are relatively small. 

DRA and Cal-SIA assert that use of a rental charge t~ 
establish facilities charges is necossAr,Y to avoid inappropriately 
influencing the customer'S decision whether or not to purcha&e the 
facilities. These assertions e~ some weight, but the underlying 
prem.i.ses are faulty. As PG&E points out, if other customers are 
currently subsid.izing the capital eosts of streetlighting 
facilities, then other eustomors will gain to, the extent that the 
higher charges resulting from PG&E'8 approach encourage customers 
to purchase facilities. 

In addition, DRA and Cal-SIA have not justified setting 
rates equivalent to marginal costs. Even when it is apparent that 
bypass by industrial customers would harm other ratepayers, we have 
not automatically authorized rates at marginal costs. We have only 
permitted utilities to negotiate individual contract& with 
customers who can present a legitimate threat of bypass. Even for 
those customers, we have allowed utilities to' negotiate rates thAt 
must, at a minimum, recover the eosts of produeing the power sold 
under the lowered' rates~ and we require utilities to set rates ~n 
the special contraets as far above those cost~ as is consistent 
with retaining the customer on the system (see D •. 8~-03-008;, mimeo-. 
pp. 6,..7, 36, 40). DRA andCal ... SLA have not shown, first, that 
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other customers are harmed DY purchases of streetlightinq 
facilities, and, second, that rates set at marginal costs are 
necessary to avoid those purchases. Without a better showing, we 
are reluctant to adopt the rates that result from these unsupported 
premises. 

We continue to agree with the points we made when we last 
considered this issue in detail, in 0.86-12-091: 

"In choosing between these two approaches our 
goal is to adopt a street lighting rate design 
methodology consistent with that used for other 
rate classes. We believe this is best 
accomplished by us1nq OCtO to, determine the 
revenue requirement for street lighting 
facilities and a carrying charge based on RCN 
to allocate the revenue among the facilities. 

"Since these end use facilities are unique to 
the street lighting class, we believe that no 
other customer class should bear any burden or 
reap any benefits from street liqhtinq rates. 
Accordingly, we will view the street lighting 
revenue requirement as being analogous to 
PG&E's overall revenue requirement. Both 
should be based on an embedded,cost of service 
methodology to insure equitable rates. 
However, once the revenue requirement is 
established ••• , a marginal cost methodology 
should be employed to allocate revenues. 

"'Therefore, we will adopt PG&E' s OC'LO 
methodology, adjusted to· reflect the adopted 
rate of return in PG&E's GRC, to establish the 
revenue requirement for street liqhting 
facilities. '1'0 properly allocate these 
revenues. to the various facilities we will 
develop annual carrying charges Dased on RCN 
and the rate of return adopted in the GRC, with 
no, return on contributed plant."· (0.86-12-091, 
mimeo. pp. 86-87.) 

PG&E has followed these directives, and we adopt its 
approach to, calculating facilities charges for the streetlightinq 
class • 
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f. Keintenance Charges 
A charge for maintaining facilitiee is developed as a 

component of the facilities charge. Based on the discussion by 
Cal-StA, it appears thAt PG&E and DRA <iiffer in their adjustments 
of the basic maintenance charge to account for A&G overhead. DRA 
uses the A&G factor for the entire PG&E electric system. PG&E's 
recommended factor was developed specifically for the 
streetlighting class for use in calculating maintenance chArges .. 
Cal-SLA supports PG&E"s approach. 

We will adopt the A&G adjustment use<i by PG&E.. This 
figure appears to- reflect more precisely the A&G associated with 
the maintenance of streetlighting facilities. 

9'. Phase-In 
Because of a miscalculation in PG&E's last general rate 

case, the ~acilities charges PG&E proposes in this ease are 
considerably higher for some customers than present charges. To 
avoid undue effects· on some customers, PG&E proposes 4 plan to 
phase in the increases. 

PG&E's proposal was not opposed by other parties who 
supported lower charges.. The proposal phases in the increases over 
three years for most customers, and over up to siKyears for 
customers facing the highest increases. 

We will adopt PG&E'S proposed phAse-in for this rate case 
cycle (see Appendix J) .. We note that our decision to move the 
streetlighting class toward full EPMC over the rate case cycle will 
significantly counteract the phase-in of higher facilities charges. 
We will also reserve judgment on whether the phase-in will be 
continued over a second rate case cycle. We note that the net 
plant associated with these facilities has declined greatly in 
recent years, and a lower net plant and associated revenue 
requirement may affect the need and pace of the continued phase-in 
at the time of the next general rate case. 
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2. Energy CJw;qes 
Because of the nature of streetlightinq service, enerqy 

charges are asseosed at a flat monthly rate. All costs that are 
included in the EMPC allocation for streetlighting, includinq 
energ:y, demand, and customer costs, are recovered through the 
energy charge. The allocated revenue requirement is divided by 

forecasted sales to arrive at the energy charges that apply to the 
various schedules and classes of streetlighting service. 

Cal-SLA argues thAt energy rates for streetlightinq 
should be based on marginal costs of the rates' components And an 
EPMC revenue allocation. In essence, any dispute concerning this 
issue really centers on the question of appropriate caps and 
movement toward EPMC. We addressed this issue under revenue 
allocation, and our resolution there makes it unnecessary t~ 
consider this issue further. 

3. Cy.atOlDK CMrge 

cal-SLA recommends adoption of customer charges based on 
marginal customer costs and the EPMC multiplier. 

Streetlightinq schedules have no explicit customer 
charge. Our discussion of marginal costs resolved the issues on 
calculating marginal customer costs for the streetlighting class. 
The allocation of marginal customer costs to the streetlighting 
schedules is governed by our deCisions on revenue allocation. 

4. Estle-Painting Pee 

Based on an examination of its costs, PG&E proposes to 
raise the pole-painting fee from $0.62 per pole per month to $0.82 
per pole per month. ORA supports this change. cal-SLA recommends 
a fee of $0.74 per pole per month. 

We will adopt PG&E's proposed fee. 
5. EliminAtion of Clus. B. of Schedule 5-1 

for High P:£Q"UN SodiWII Vapor seni<;e 

Class B· of Sehedule LS-l applies only to installations in 
service as of September 11, 1978·. PG&E proposes to transfer the 
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high pressure sodium vapor facilities served under this schedule 
and class to Class A, which has identical rates for this type of 
service. No party opposes PG&E's proposal. 

We will adopt PG&E's proposal .. 
s. MjU8tMnt .for Di!ylight SqvJ,ng8 "W 

Cal-SLA testified that PG&E did not take daylight savings 
time into account in developing the TOO fractions incorporated in 
streetlighting rate$~ Correcting for this oversight shifts more of 
the class' energy consumption to off-peak hours.. No party 
contested Cal-SLA's point. 

We agree that the TOO fractions used in developing 
streetlighting rates should reflect the effect of daylight savings 
time. 

xx. PfflMnd-Side Management 

Demand-side management (DSM) refers to programs that 
emphasize reducing or manipulating demand to improve the efficiency 
of the operation of the utility'S system 'and to bring the system's 
loads and resources into balance. As the term indicates, DSM is 
distinct from a utility'S efforts to build or acquire generation 
recources to increase the supply of electricity or to obtain new 
supplies of natural g4S. Demand-side options began receiving 
particular emphasis. in the 1970s, as new sources of energy, 
especially electrical generation, took on increased economic and 
social costs. This CommiSSion has long recognized the general 
principle that managing demand can be as effective as increasing 
supply resources, and demand-side alternatives often carry D. lower 
economic and social costs. In an era of increasing domestiC and 
international competition, California's outstanding economic 
strength and: environmental protection rest" at least .in pert,. on a 
foundation of energy efficiency. Considerable cred'it for those 
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~ch1evement8 c~n be given to aomana-siae progr4Ms fincncoa by 

Californi~'s investor-owned utilities. 
On July 20, 1989, the Commission held an en bane hearing 

at which we signalled the Peginning of a new era for energy 
efficiency in C~lifornia. In recent years utility investments in 
aem~na;...siae programs, and the ener9Y s~vin9's from such investments, 
~d deelined. This was in part due to the Commission's and 
utilities' concerns about uneconomic bypass and also to the 
relaxation of the utilities' efforts in developing new energy 
ef fieiency programs. However, at the en banc hearing in July, we 
clearly stated our interest in reestablishing the leadership of 
California's utilities in helping customers reduce their energy 
bills ~nd at the same time minimize environmental impacts caused by 

some forms of electrical generation. 
DSM refers not only to· efficiency improvements (getting 
, 

equal or more work out of less energy), but also- load management 
(shifting demand to lower the costs of serving customers), and 
related programs. 

The issues in this case fell into four general areas: 
policy principles, cost-effectiveness, funding levels, and program 
design. 
A. ~,Iv'O,luation, and Implemep,t«ti9n Principles 

ORA asks the Commission to- adopt its proposed -Funding, 
Evaluation, and Implementation Principles" (FEIP) for DSM 
(Exhibit 110, App. A). ~he FEIP' consist of some GS- individual 
tenets covering all aspeets of PG&E's current DSM pro9ram~ ORA's 
proposal arouse~ considerable controversy. 

1. EOsi.tioM of the :fartw 
A. l2D. 

ORA states that three considerations led to the 
development of the FElP-. First, DSM programs have become 
incre~sin9ly' complex. Specific programs serve multiple purposes 
and have different types of effects on load.. Second, in part 
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because of this increased complexity, a greater need for 
consistency.has arisen. Consistency in the treatment of OSM for 
the different utilities and in different proceedings will benefit 
all concerned, in the same way that development of standard 
practicos for evaluating the cost-effectiveness of DSM programs has 
aided the utilities and the Commission. Third, at a time when the 
perception of and emphasis on OSM is changing, the FEI~ help 
establish and clarify the purpose of DSM in the future. 

ORA argues that a further need for the PElP grows out of 
the Commission's commitment, as expressed inPG&E's last general 
rate case decision, to treat supply and demand resources equally. 
The FEI~ attempt to ensure that supply and demand resources are 
given equal footing in the utility'S plans~ 

The FEIP also try to ensure that money allocated for 
residentia~ conservation, f~r example, is not spent on fuel 
substitution. The existing flexibility in transferring, funds from 
one program to another has led to abuses, ORA believes. The FEIP 
further try to make sure that a utility does not intentionally 
underspend authorized funds without a substantial justification. 
An additional function of the PEIP is to identify more clearly the 
total resource cost (TRC) test as the pr~ measure of cost
effectiveness for OSM programs. The parties' use of various tests 
of cost-effectiveness has led to confusion in the meaning of cost
effectiveness as applied to OSM programs, DRA claims. 

For each program area of DSM, the FElP state a pr~ 
purpose and any applicable secondary purposes of the program. The 
tenets set forth guidelines for accounting for program costs, for 
the subsequent reporting of expenditures, and for future requests 
for changes in program participation or funding levels. The 
prinCiples also try to· clarify the relative importance of load 
impact esttmates and cost-effectiveness in the evaluation· of each 
program. The expected future direction of the· pro;ram and the 
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grounds for expansion or contraction of the proqram are also 
explained~ 

Several pr~nc~ples reeeive special emphasis from ORA, and 
are "absolutely critical'" for the Commission to adopt: 

"'1. OesiqMtion of energy efficiency incentive 
programs and load management programs as 
the appropriate sub-set of DSM which are 
intended to serve as alternative~ to 
supply-side resource options ••• ; 

"2. Explicit endorsement of the Total Resource 
Cost test as representative of the costs 
and benefits which should be used to 
compare DSM programs to, supply-side 
options ••• ; 

"3. Designation of the Electricity Report and 
Biennial Resource Planning update 
proceedings as the appropriate forum for 
determining the level of funding for those 
programs evaluated as demand side 
alternatives to supply-side options ••• ; 

"4. The delineation of guidelines for 
discretionary movement of funds between 
programs, and for expectations regarding 
expenditure levels relative to authorized 
levels...... (Opening Brief, p. 116.) 

DRA makes clear that it intends to have the Commission 
adopt the FEIP in this proceeding for all energy utilities and all 
DSM programs. Even though this case covers onlyPG&E~ all affected 
util~ties made appearances in this case and attended the hearings 
when ORA's witness was eross-e~ned. Adopting the YElP for all 
utilities ensures consistent application of a statewide policy. 

b. l.GiI 
PG&E urges the Commission not to adopt the FEIP. 
PG&E pursues OSM with five objectives in mindf first, to 

minimize the cost of providing energy service t~ customers; second, 
to enhance customer satisfaction with PG&E"s service; third, t~ 
maintain the infrastructure of DSM p~o9rams to make sure they are 
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available as short lead-time resources; fourth, to retain or 
increase sales when in the best interests of PG&E's customers; and 
fifth, to provide for flexibility in meeting uncertain future 
resource needs· (Exhibit 11, p. 1-1). 

PG&E particularly emphasizes the need for flexibility in 
DSM programs, so that programs and incentives can be adjusted to 
respond to unexpected capacity needs, energy costs, and other 
changes in energy markets. The FEIP will unduly restrict PG&E's 
ability to· maximize the benefits of DSM programs. The FEIP Also 
run counter to the Commission's previously stated view of the role 
of the utility'S discretion in carrying out DSM programs. 

PG&E further argues that the YElP are ambiguous and 
incomplete and that they ignore the complexity of DSM programs. 

ORA's specific emphasis on the TRC teet comes at the 
expense of ,the Ratepayer Impact Measure (RIM), which has served as 
an important tool in evaluating DSM programs up to now. Yet the 
FEIP almost totally ignore the issue of the appropriate role of the 
RIM in evaluating DSM programs. 

DRA has failed to· explAin And justify why these sweeping 
FEIP are necessary, in PG&E's opinion. One of the purported 
justifications, greater complexity in OSM programs, is precisely 
why it is important to maintain the utility'S flexibility to 
respond to changing conditions. The other primary considerations 
behind the PElP, consistency and clarity, can be addres8e~ in a 
less overpowering fashion when the CommiSSion considers DSM in the 
normal course of its· oversight, such as in the periodic general 
rate cases. 

Finally, PG&E believes it is completely inappropriate to 
develop a detailed policy framework, such as DRA proposes, in the 
context of a single utility's general rate case. The COmmission 
recently convened an en banc hearing on DSM, and wide-ranging 
policy issues· like those rais~d by the FEIP should be considered in 
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a forum that allows participation by all intere8ted parties, rather 
than in a single utility's rate case. 

c. ~ 
CEC supports certain of the principles proposed by ORA .. 

ana CEC focuses many of its comments on the specific tenets of the 
FE1P. 

CEC agrees that decisions on long-run OSM programs should 
be made wi thin a resource planning proceeding - However, CEC thinks 
it would :be "'needlessly duplicative" for this review to take place 
both in the Ctc's proceeding to, develop its Electricity Reports And 
in the Commission's Biennial Resource Plan Update proceeding_ CtC 
suggests that the two agencies should eliminate this duplication by 
agreeing on the nature of the OSM analysis that each agency is 
responsible for and the role that each agency's decision would play 
in the othE:!r' s proceeding., 

CEC strongly endorses ORA's proposal to rely primarily on 
the TRC for evaluation of OSM programs. CEC also supports the 
prOVision that allows use of an alternative test embodying the 
principles of the TRC test. 

With some reservations, CEC endorse& ORA's proposal to 
develop longer-ter.m funding authorizations for progrAmS that can be 
counted as committed resource additions. CEC notes that long-ter.m 
funding is a means to an end, and long-ter.m funding should be tied 
to specific goals for saving energy and capAcity. Thus, etC views 
lonq-ter.m funding not as a constant funding level but AS the 
Commission's 1ntention to continue finanCial sup~rt for these 
programs At a level appropriate t~ achieve the target savings. 
SAvings levels will then dictate whether individual progr&nS 
recei-ve additional or reduced funding. 

On the issue of redirecting funds among programs, CEC 
recommends requiring the utility to, show that inereasedenergy or 
peak demand savings will result from the redirection. In addition, 
the uti11ty should show thAt no mandated programs, such as data 
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collection or progr~ evaluation, will suffer from the change. All 
parties to the original proceeding should be notified of the 
proposed redirection. 

CEC does not oppose ORA's statements of the pr~ 
purpose of OSM programs, provided that the utility is allowed and 
encouraged to propose new programs. The stated purpose of the 
direct assistance program should be modified to state thAt funding 
levels for this program are tied to the needs of the disadvantaged 
customers, not to levels of funding for energy efficiency programs. 
Reporting requirements should be retained for information programs, 
not eliminated,. a8 ORA proposes. 

CEC opposes the proposed cap on new construction 
programs. CEC supports restricted funding for fuel substitution 
programs, but believes such programs should be allowed if they 
achieve both efficiency and environmental 90als. CEC also supports 
the proposed restrictions on load building programs; if funded, the 
CommiSSion should restrict its funding to short-term proqrmns. The 

'provisions for improving data collection and analysis and 
measurement and evaluation also receive CEC's support. 

Finally, CEC agrees with DRA's statement that the lack of 
a forum for considering the relationl5hip between natural gas and 
electric resources hinders an integrated evaluation of these tw~ 
resources. CEC supports ORA's proposal to have the utilities file 
an analysis of these issues in connection with the ~lifornia Gas 
Report. 

d. Edison 
Edison opposes adoption of the FElP for four main 

reasons. 
First, the recent en bane hearing on DSM eliminat~d any 

uncertainty that mAy have existed about the Commission's position 
on DSM programs and evaluation. The Commissioners made it clear at 
the July 20, 1989, hearing that they 1ntend t~ continue to support 
energy effieiency programs in current and future proceedings. In 
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addition, the Commission has acted effectively to control 
expenditure levels and prevent improper redirection of funds on a 
case-by-case baSiS, and there is no need for a new layer of 
regulation to address these issues. 

Second, Edison agrees with PG&E that the issues raised :by 

the FEIP are too broad to be addressed successfully in the general 
rate case of a single utility~ Edison believes the BRPU proceeding 
is the best place to consider these principles~ 

Third, Edison disagrees with several of the proposed 
tenets and thinks the FEIP require further analysis~ 

Fourth, the FEIP encroach on the poliey-makinq powers of 
the Commission and would have the Commission defer to ORA on policy 
matters relating to DSM programs~ Edison urges. the Commission ~ 
retain its ability to examine the merits of OSM programs on the 
basis of the latest information and policy objectives. 

f. SDGfrE 
SOG&E argues that it is inappropriate to develop 

statewide policy, such as DRA proposes in its FEIP, in the general 
rate case of a single utility. Policy changes of this magnitude 
and scope should be addressed in a generiC proceeding open to all 
affected utilities and other interested parties. 

If policy changes like those incorporated in the FEIP are 
considered in general rate cases, SOG&E believes that general rate 
cases will become even more convoluted and unwieldy than they 
currently are .. 

SOG&E also points out that it did not have an opportunity 
to address the FEIP or to participate in their development. SDG&E 
first became aware of DRA's intent to apply these principles to all 
California utilities when ORA's witness stated so in his oral 
testimony. 

SDG&E therefore urges the Commission to· reject these 
policy changes in PG&E',s general rate case and: to consider these 
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issues in a generic proceeding with the full participation of all 
interested parties. 

9- JD. 
ERA supports the FEIP as "clear and consistent guidelines 

for least-cost energy planning"' (Reply Brief, p. 7).. ERA thinks 
the FEIP will help the Commission take externalities into account 
in evaluating OSM programs. 

2. Discu8Sio!\ 

The controversy about ORA's FEIP has focused not so much 
on the specific principles ORA propo~ed as on whether or not we 
should adopt a set of explicit written principles for use in 
evaluating OSM programs. 

We should clarify at the outset of our discussion that we 
believe we have already stated a series of principles for 
evaluating DSM programs. These principles have been set forth in 
the variOUS', decisions we have made on OSM issues over many yoars. 
Many of the tenets of the FEIP appear to be restatements of policy 
dete:cninations we have already made and, to that extent,. do not 
need to· be adopted again ~y the Commission. ORA Bhould delineate 
those portions of the FElP' that we have already adopted as our 
policy in prior decisions. 

The issue the parties have addressed is thus whether we 
should continue to, make policy in the context of individual cases 
or adopt written principles clearly stating our policies. We are 
sympathetic with the intent of the FEIP but, for a number of 
reasons, we do not feel comfortable adopting the entirety'of the 
FEIP' for all utilities at this time .. 

First, we do not agree that PG&E's general rate case is 
the appropriate forum for adopting seneral principles for all 
utilities.. The mere fact that the major utilities filed 
appearances in this case and attended the cross-eX4mination of 
ORA's witness does not provide adequate notice that issues directly 
affecting all California energy utilities would be considered .. 
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SOG&! pointed out that it was not aware of ORA's intent to ask the 
Commission to adopt its FEIP for all utilities until ORA's witness 
stated that intent as part of his oral testimony. In these 
circumstances, we could not apply the FElP to any utility other 
than PG&E. , 

Even focusing just on the FElP for PG&E, we are concerned 
that explicit written prinCiples may ~ too restrictive to account 
for changing circumstances. We have recently expressed An interest 
in giving utilities incentives to promote OSM proqrams2G , And we 
are aware that several parties are meeting to develop proposals on 
this topic. If we are able to incorporate incentives into our OSM 
programs, portions of the FEIP' could ~come out-of-date within 
months of their adoption. In less drAmAtic fashion, other changes 
in circumstances could also come into conflict with the principles. 
While we are aware of some abuses of the trAditional flexibility 
given to ut'ilities on spending OSM funds27 , we are reticent to 
restrict the utilities' flexibility in program management at this 
time. 

While deciding not to adopt the FEIP in their entirety at 
this time, we find portions not only useful but neees~ to be 

adopted. The firs·t two of the "'absolutely critical" principles 
cliscussed in ORA's opening brief have much value. We agree that 
energy efficiency programs and load management programs are the 

26 At the July 20 e~bane hearing on the status of the 
Commission"s OSM programs, a number of organizations, including 
many parties in this proceeding, expressed an interest in a 
"'collaborative process"' on OSM policies. 'rh.is collaborative group 
has been meeting since July to· formulate proposed policies and 
initiatives that will be presented t~ the Commission early next 
year. 

27 In an advice letter filed NovemDer 8., 1989, PG&E is seeking
authority to dispose of over $70 million of OSM funds which had not 
been expended • 
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appropriate portion of all DSM proqrams that are intended to serve 
as alternatives to supply-side resources. This is not meant to 
disparage other types of DSM--just because a program does not serve 
as an alternative to supply-side ~esources does not mAke it 
worthless. Many of these other programs, as ORA itself admits, 
serve useful purposes. But in considering programs that can 
contribute to deferring the need for new resources, we need to be 
selective, and thus we agree to adopt DRA's categorization. 

The second critical principle as]cs for the ComnU.8sion's 
endorsement of the Total Resource Cost test as ~representative of 
the costs and benefits· which should be used to- eompare- demand-side 
and supply-side resources. The TRC test is a comparison of the 
benefits of program-induced load reductions, valued at marginal or 
avoided costs, and total program costs, ineluding participant 
costs, of ~nstalling and operating the efficiency improvements. 
The TRG cost-effectiveness determ1nation, as embodied in the joint 
GEC/ClUe Standard Practice Manual for the Economic Analysis of 
Demand-Side Management Programs, appears to- us to be the proper 
basis for evaluating the cost-effectiveness of demand-side resource 
options. 

As to the two other critical prineiples identified by 
ORA, we recognize the potential benefit of using the BRPO 
proceeding as the forum for chOOsing progrmns. and determining their 
fund1ng levels. As the forum for the analysis of utility resource 
plans (based on the CEC's Electricity Report), the BRPU is also an 
ideal forum for other potentially long-term resouree decisions. 
Despite its attractiveness and our interest in linking long-run 
supply and demand-side planning, we think DRA's propoSAl falls far 
short of the detail necessary for implementing the integration of 
what hAs t~ad.itionally been a general rate ease dec1sion into the 
BRPU. 

Xn regard to the fourth principle,- on the development of 
guidelines for the movement of funds between programs ancr spending 
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amounts different from authorized levels, we are not ~nclined at 
this time to, adopt ORA's recommendations. As 'stated earlier !n 
this section, £lex.i.Dility in allocating DSM funds is a traditional 
prerogative the Commission has afforded to utilities. It allows 
utilities to respond to circumstances between rate case cycles and 
to improve the performance of their OSM programs. Wo are 
disappointed that, over the last three years, PG&E has fallen short 
of DSM spending authorizations Dy over $70 million. The 
authorization of funds in a rate case is inherently an expression 
of the Commission~s intent for the utility to pursue DSM programs 
at a level consistent with the funding commitment. While we do not 
wish to adopt ORA~s proposals in this case, we would like to see a 
forum for focused analysis of DRA's proposals so that, if deemed. 
necessa~, the Commission could adopt some ~unding guidelines. 

On Doth of these last ·critical· principles, and the 
other FEIP 'not explicitly considerec:l here, we would 'like to see 
their further consideration in another forum. We await the results 
of the collaborative process before deciding on a more rigorous 
approach, including the possibility of using whatever proceedings 
may follow from the collaborative process to, consider these 
concepts. 
B. Cost-Effectivenes8 

PG&E criticizes DRA for not following the cost
effectiveness tests of the Standard Practice Manual. The Standard 
Practice Manual was developed by ORA and,CEC to allow for 
comparaDle cost-effectiveness evaluationo of DSM programs. PG&E 
followed' the manual and developed cost-effectiveness results for 
each of the four tests developed in the manual. 

PG&E finc:ls ORA's showing faulty on several counts. 
First, DRA emphasizes the TRC test and ne9'lect~ the results of the 
RIM test. Second, althouqh ORA did not develop' its long-run 
marginal costs in time to perfo:cm the tests.. of the Standard' 
Practice Manual for the electric DSM programs, it performed 
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analyses based on tests that were not included in the manUAl. 
These methods, which modeled the' operation of the system with and 
without conservation, have been considered for inclusion in the 
manual, but no agreement was reached about their use. 
Nevertheless, ORA saw fit to base its testimony on the results of 
these tests. 

In doing so, ORA undermines its own arguments in favor 
of the FEIP' about the need for consistency, PG&E Argues. In the 
realm of cost-effectiveness tests, parties have agreed to a 
consistent approach, but ORA chose to ignore this consistency and 
to submit the results of a test not yet included in the manual. 

Third, ORA based the cost-effectiveness analyses of its 
gas OSM programs on facility marginal costs~ DRA included costs 
that are essentially embedded costs, not related to the commodity 
cost of ga~. These costs should not be included in an eost
effectiveness analysis. 

ORA defends its emphasis On the 'l'RC test with two points • 
First, most costs of OSM programs are recovered in the first year 
of the program, but the benefits persist'for a longer t1me~ This 
mismatch of costs and benefits tends to· lower the benefit-cost 
ratios of the RIM. Second, the current relation of mArginal costs 
to average retail rates also lea~s to low benef1t-cost ratios for 
the RIM. Emphasizing the 'l'RC places more stress on the long-term 
benefits of DSM programs over short-term rate reductions. DRA 
believes this emphasis On the long term is appropriate, and it 
accordingly favors the TRC for evaluation of OSM programs. 

ERA thinks that life-cycle costs should'be the benchmark 
for evaluating all new programs and resources. Onless DSM programs 
can be eompared over their useful lives, they will always be at 4 

disadvantage in comparisons with supply-side resourees. ERA 41so 
believes PG&E has underestimated its. need for capacity, an4 this 
underest.imation has in turn distorted: PG&E"s cost-effectiveness
analyses • 
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We agree with PG&E thAt the emphAsis in evaluating OSM 
proqrams should be on the tests set forth in the Standard Practice 
MAnual. Additional information may be submitted, but parties 
proposing new tests or revisions t~ existing tests should pursue 
those changes within the structure e~tablished to· develop and 
revise the manual. DRA. has undermined. its posi tiona. by not 
supplying results for the manual's· tests while submitting the 
results of a new approach it favors. 

We agree with DRA on the question of which of the tests 
of the Standard Practice MAnual to favor. Onder present 
circumstances, we will pay most attention to the TRC test. we will 
not ignore the RIM, but we think that the current relationship 
between average rates and. marginal cost erodes the ability of the 
RIM to reflect accurately the effect of various DSM programs on 
ratepayers~ 

c. Progru Funding Levels 
PG&E proposes a total funding, including capital-related 

expenditures, of $120,191,000 for .its DSM programs., :broken down to 

$88,453,000 for electric OSM programs, and $31,738,000 for gas 
programs (Exhibit 43). On a comparable basis, DRA recommends a 
total budqet of $130,562,000, consist.ing of $101,108,000 for 
electricity and $29,454,000 for gas (Exh1:bit 110, Tables A-1 and 
A-2). CEC primarily addresses electric OSM programs and recommends 
a budget of $69,034,000 (Exhibit 250, p. 3; Exhibit 249-A). ERA 
proposes a DSM budget totaling $132,26·8,000, with $99,490,000 
devoted to electric OSM programs and $32,778·,000 for gas.. Other 
parties take issue with PG&E's requests for certain programs, and 
we will discuss their positions when we address those proqr4m8. 

ERA believes PG&E has significantly overestimated its 
available resources for the future in its long-term plan, and thAt 
PG&E will need capacity' as· early as 1990. ERA advocates a vigorous 
program of DSM to fill the need for capacity and. recommends 
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particular emphasis on indigenous resources such as wind and solar 
generation. 

1. Residential Conseaaticm 
8. Direct MSi8tMce Pmgrt!!' 

The Direct Assistance programs provide special 
conservation assistance, including free weatherization and higb
efficiency appliances, to qualifying low-income customers. 

(1) Rgsiti2ns of the Parties 
PG&E proposes two subprogr4mS for residential direct 

assistance. The Target Customer Direct Assistance Program (~COAP) 
is designed to educate customers on efficient energy use and to 
install insulation and efficient devices in the homes of qualifying 
low-income customers. The Targot Customer Appliance Proqr~ (TCAP) 
will repair or maintain appliances for qualifying customers-, or 
help customers obtain efficient appliances when their old, _ 
appliances ,are beyond repair. 

PG&E proposes to consolidate the existing Direct 
Weatherization, Low-cost Weatherization, and Community 
Weatherization programs under the TCDAP· to reduce administrative 
costs and improve the Direct Assistanc~ programs' cost
effectiveness. Because of increased efficiency, the budget for 
Direct Assistance is smaller than authorized in the 1987 qeneral 
rate case, but the number of participants served by these programs 
would not change. 

DRA supports PG&E's proposals~ 
CEC recommends a cut of about $5·.5 million in Oirect 

Assistance programs for electriC customers. (CEC has no 
recommendation on the gas portion of this program.) PG&E's current 
weatherization programs have resulted in very small energy savings, 
less than $15- per year for each $400-500 spent on weatherization, 
according to a study performed by C4Jl1bridge Systematics, Inc. CEC 
believes PG&E should investigate the reASOns for the low level of 
saving& from these programs and restructure the weatherization , 
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programs to improve the programs' benefits. Only then should the I 
Commission consider higher funding for these proqrams, ~ 

Cal-Neva opposes CEC's recommended cuts for fow: 
reasons. First, the study by Cambridge Systematics had many 
technical and statistical shortcomings that clearly lead to an 
understatement of the benefits to electric customers. Second, the 
cost-effectiveness approach applied to low-income programs is 
different from and more strenuous than the tests for other 
programs, resulting in estimates that are biased against the low
income programs. Third, CEC does not consider what has been called 
the rebound effect: weatherization improvements may lead low
income customers to, trade increased comfort for reduced energy 
bills. CEC's analysis does not consider or assiqn a value to this 
increase in comfort, although in another context CEC considers and 
accepts th~ increase in consumption resulting from a rate subsidy 
to low-income customers. Cal-Neva finds CEC's positions 
inconsistent. Fourth, no value has been assiqned to the 
environmental effects of energy consumption~ the benefits from 
weatherization programs would increase if environmental eosts And 
benefits were considered. 

ERA also opposes any cut in the budget for the 
Direct Assistance progr4mS, and ERA recommends a budget of 
$21,000,000 for these programs. PG&E's proposals rely too heavily 
on one flawed study, the study performed by Cambridge Systematics, 
to- evaluate the eost-effectiveness of these programs. Furthermore, 
like Cal-Neva, ERA points out that traditional cost-effectiveness 
studies do not take into aceount faetors like the eomfort level of 
customers or the environmental effects of additional eleetrical 
generation. ERA believes the Commission should instruet PG&E not 
to emphasize the Low-Cost Weatherization program over the Direet 
Weatherization program. The zero-intereot loan proqr~ (ZIP) and 
the Cashbaek rebate proqraDl shoulc1 be revivec1'~- because resic1ential 

- 381 -



• 

• 

• 

A.99-12-005" 1.99-03-033 1\LJ /GLW ,BTC/ 'jc 
. , 

" 

customers, particularly low-income cus~omers, have been 

particularly affected by recen~ ra~e increases. 
TORN supports PG&E f s funding level, but it agreen 

with ERA that the Commission should emphasize residential, rather 
than industrial, programs, and PG&E should not shift its 
weatherization emphasis ~o' use more cus~omer-execu~ed au4its at the 
expense of comprehensive audits. 

(2) Discussion 
We will adopt the funding levels for 'these programs 

recommended by PG&E and DRA. CEC's proposed cuts in the electric 
portion of these programs are based on a single s~udy with some 
apparent shortcomings. In any event, PG&E has proposed to 
restructure these progrAmS in a way that should improve the cost
effectiveness·. Fairness requires maintaining progrmns like the 
Direct Assistance progrAmS for low-income customers who Are unable 
to talce advantage of our other DSM programs.. Because of these 
equity concerns, we agree with ORA's FElP that ·positive cost
effectiveness results should not be considered a neces~ 
requisite for program continuation.~ 

We will adopt PG&E's proposed expense of $17,036,000 
for ~he electric portion of the Direct Assistance programe, and 
$13,291,000 for the gas portion, for a total of $30,927,000. 

b. SpperweatherizationProqrp 
ERA believes PG&E should develop a pilot program of 

~superweatherization· for extreme climate zones. 
Superweatherization includes such measures as efficient windows, 
timers on water heaters, se~back thermostats, and insulAtion of 
nonstandard ceilings. ERA states that such a program is cos~
effective in those areas and that similar programs have been 
carried out in other parts of the country. 

PG&E responds that this program would increase cost~ with 
no corresponding benefits and would decrease the cost-effee~iveness 
of an already marginal weatherization program. 
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In light of the conflicting evidence on the cost
effectiveness of the weatherization program, we believe that PG&E 
should concentrate on improving the effectiveness of the existing 
program before pursuing 8uperweatherization, PG&E may, however, 
conduct the pilot program suggested by ERA if it believes that 
superweatherization could help improve the effectiveness of its 
weatherization program. 

e.. Nature1 GaB Home Progrp 

The Natural GAs Home Program is a fuel substitution 
program that provides incentives to builders to install efficient 
natural gas space and water heating and gas appliances in new 
houses, rather than les8 efficient eleetric appliances. 

(1) PoBitions of the PartW 
PG&E requests $2,66,9',000 to. continue this proqram. 

It cites several benefits. The incentives help overcome market 
barriers to, the installation of gas service, and help ensure that 
gas service is extended to new developments. Becauee of the high 
cost of retrofitting, the cheapest time t~ extend gas lines into 

new developments is when they are under construction, In addition, 
by increasing the end-uses available to these customers, the 
program helps spread capital costs and decrease rates for other gas 
customers. The program passes the tRC test, although not under 
ORA's flawed analysis, which used higher marginal gas costs and 
outdated costs for SMOO's electricity. ORA's concerns About a 
possible incentive war with SMUO are unsupported' and would amount 
to the CommiSSion's abdicating its responsibilities in favor of 
SMUO. 

CEC also favors this program. The proqram is aimed 
at a market failure caused by builders who make deeision$ based on 
lowest first cost, rather than life-cycle costs. CECsugqest8 that 
the program can be improved by offering information and incentives 
to encourage installation of appliances exceeding current 
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efficiency standards. CEC recommends funding of $4,240,000 for 
this program. 

TORN 8UpportS this program subject to two 
restrictions. First, TURN believes the program should be limited 
to developments where the developers have requested gas service 
only for water heating. PG&E justified its request by stating that 
it does not recover its costs when it extends gas service to new 
developments for use solely in water heating. TORN's limitation 
reflects PG&E's justification. TURN's second limitation is that 
the program should be offered throughout PG&E's service territory. 
TURN thinks that PG&E's rationale for the program applies equally 
to PG&E's and SMOOts service territories. 

ERA recommends a budget of $3,036,000 for this 
program. 

ORA thinks this program should be eliminated. ORA 
refers to its FE1P, which state, "Programs for the promotion of gas 
usage in the service territory of a municipally owned eleetric 
utility shall not be authorized without the endors~ent to the 
municipal utility."' ORA fears that programs such as the ~atural 
Gas Home program could lead to incentive wars with the municipal 
utility. ORA thinks that PG&E has not demonstrated that nIltural 
gas is the preferred fuel in these situations. Furthermore, to the 
extent that PG&E justifies its program as compensating for SMOOts 
promotional activities, the Warren-Alquist Act authorize~ CEC to 
object to promotional activities by electriC municipal utilities. 

(2) Pi8C!18sign 
We will authorize funds· for the Natural Gas Home 

program at the level requested by PG&E. 
We are concerned, however, about ORA's belief that 

we are funding an incentive war with SHOD. tthis is. not our 
intention nor the purpose of this program. The pr~ purpose of 
this program is to overcome market barriers, to installing efficient 
natural gas. appliances., rather than less efficient ele.ctric l 
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appliances that may have lower initial costs. DRA hints that it 
would lower its opposition to this program if it were coordinated 
wi th SHOD's electric conservation proqrams.. We encourage PG&E to 
seek such coordination. 

In light of the conflicting results of the cost
effectiveness evaluations, we are reluctant to provide funds at the 

J 

level suggested by CEC. However, PG&E should seek to improve tho , 
effectiveness of this program by providing builders with 
information about appliances that exceed existing efficiency 
standards. 

The authorized expense for the Natural Gas Home 
program is $2,66,9,000. 

d.. Electric Incentive PrOgrp 

PG&E proposes a new fuel substitution program to offer 
incentives ,for the installation of electric heat pumps in areas 
without natural gas service. The heat pumps would help deter 
uneconomic bypass by customers heating with wood or liquid 
petroleum gas (LPG). PG&E requests $1,0&0,000 for this program. 

ORA opposes the proqrc.m. DRA classifies this program as 
load' building, and ORA-views most load~builclin9'progr4mS as an 
inappropriate trade of short-term gains for the certainty of long
term costs (Exhibit 110, p. V-1S). 

TORN also opposes this program as an attempt to build 
winter load. 

We conclude that PG&E has not adequately justified the 
need for this program. Xn Exhibit 11, it omits ~ cost
effectiveness analysis for this program; in Exhibit 64, it states 
without further discussion that the program passes the participant, 
TRC, and RIM tests.. Although developing marginal costs for LPG and 
wood may be difficult, some discussion of'costs should h4ve been 
offered in support of its proposal. PG&E states that any increa&ed 
load would occur in the winter, when PG&E has, sufficient capacity, 
but again it offers no facts to, support its statements. According 
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to PG&E, heat pumps are used for both water heating and space 
heating; certainly the water heating function will leac\ to some 
increased peak load. 

PG&E has not sufficiently supported its request, and W6 

will not authorize funds for this program. 
eO' Efficient OUtdoor 5ecarity LigbtingProgrp· 

PG&E requests $131,000 for an Efficient OUtdoor Security 
Lighting P:ogram.. DRA and TORN oppose this program as unwarx:anted 
load building.. ERA thinks the program should be promoted under 
existing marketing budgets and not funded as a DSM program .. 

PG&E argues that the purpose of this program is not load 
building but encouraging the replacement of existing incandescent 
lighting with more efficient lighting devices. PG&E's assertion is 
contradicted, however, by its own estimate that the proqram would. 
increase e~ectricity consumption both in its first ye~~and over 
the life cycle of the lights .. 

PG&E has failed to' justify this program, and we will not 
authorize it ... 

f.. 2Qe=Stop Energy Shop 

PG&E originally requested $200,000 as part of its 
residential information program for expensee aeeociated with its 
One-Stop Energy Shop,. In its comments on the Proposed Decision, 
PG&E states that it has decided t~ close the shop at the end of 
1989.. It requests the $200,000 budgeted for the shop for other 
appliance information programs .. 

We believe that the budget we approve for information 
programs is already adequate for the purposes proposed by. PG&E. We 
will remove the $200,000 earmarked for the One-Stop Energy Shop 
from the authorized DSM budget. 

2. Other ConGeryotion Progrps 

aO' Energy Efficiency Incentive ProgrA.' 

These programs offer rebates anel' other incentives to 

commercial, industrial, and agricultural customers for installing 
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equipment that improves the eff1c1ency of energy use. ORA 
recommended substantially larger budgets for these programs than 
PG&E .. 

(1) J!o8itiOM of the Parties 
ORA urges the Commission to authorize about 

$l7 million more for incentive programs than PG&E requeste4. ORA 
offers several reasons in support of its recommendation. 

ORA first submits its general principle that OSM 
programs should be evaluated under the TRC test. Incentive 
programs have very high benefit-cost ratios. In addition, ORA 
supplemented its cost-effectiveness analyses by using production 
Simulation models to test the effects of implementing its 
recommendations for PG&E's system. ORA concludes that sustained 
support for the conservation options it proposes could serve as a 
cheaper alternative to PG&E's planned purchases from the Pac1fi4: 
Northwest and to operation of conventional thermal power plants. 

ORA also notes that PG&E's requests for the test 
year were geared to its expected. expenditures. for 1989. This 14lwel 
of expenditure, however, is much lower than the levels in recent 
years for almost every program element. 

ORA's essential position is that OSM options can and 
should compete with more conventional resources if they are given 
sufficient funding over a reasonable period of time. If the 
Commission is willing to sustain DRA's recommended. level of 
expenditures for these incentive programs for six years, DRA 
believes these programs will be less expensive than the 
conventional options in PG&E's resource plan. 

PG&E criticizes ORA's recommendations because they 
were based on analyses that departed from the tests of the Standard 
Practice Manual.. Production simulation models not covered by the 
Standard Practice Manual supported many of ORA's recommendations; 
at the same time, ORA igno:red the results· of the RIM·, whieh is. a 
standard. measure of cost-effectiveness. 
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ORA also bases its recommendation on the technical 
potential of vo.::ious DSM measw:es. PG&E thinks technical. ·potent.i.o.l 
by itself is not 0. sound foundation for program· design and funding. 
Factors such as customer preferences and market saturation also 
play an important role in developing efficient and effective OSM 
programs. 

Because the elements of the energy efficiency 
incentives do not fare well under the RZM, PG&E requests funding 
equal to the current level of incentive activity~ This level will 
ma.1,ntain the existing infrastructure- and allow expaMion of the 
proqramwhen market conditions warrant it. 

CEC supports ORA's position on electric energy 
efficiency programs.. CEC agrees with ORA-'s argument that large
scale application of certain energy incentive progr~ will result 
in increaS~d energy savings. CEC notes that the commercial sector 
has a great potential for increased efficiency. 

TORN rejects ORA's proposals. for increased 
commercial and industrial incentives. TORN thinks that these 
customers are in a position to finance their own investment in 
these devices if the savings are as great as ORA states.. In 
addition, TORN thinks that a growing private industry will evaluate 
and carry out commerCial and industrial cOMervation measures in 
exchange for a share of the savings. Thus, DRA's increased funding 
is unnecessary. 

(2) Discussion 
We will adopt the budget for commerCial, industrial, 

and agricultural efficiency incentives advocated by ORA. Several 
considerations o.::e behind this decision. 

First, PG&E's proposed levels of funding for the 
test year are identical to the expected expenditures for 1989. But 
spending on this program dropped considerably in 1989 compared to 
1988'.. For most categories., even the much higher levels proposed by 

ORA are substantially lower than the average levels for these 
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progrAmS in the mid-1980s. For a number of reasons, we Are 
persuaded that it is now appropriate to increase o~ emphasis on 
OSM proqrams. (The record of the en bane hearing of July 20, 1989, 
in I.86-10-001 prov1des a good expoui.tion of the thinking behind 
our change in emphasis.) For the programs with the qreatest 
differences between PG&E and ORA, ORA's recommendAtions Are higher 
than recent levels of spending but lower than the levels of the 
mid-1980s. We believe that ORA recommends a reasonable and 
practical level for these programs, consistent with our goals for 
OSM programs. 

Second, ORA's recommendations focus on the classes 
that have a great potential for improving efficiency and that face 
the highest rate increases. It is appropriate to emphasize OSM 
programs for aqricultural and commercial customers. These 
customers ~ace large rate increases because of· our attempts to 
rationalize revenue allocation, and many of these customers have a 
limited Ability to take advantage of available technologies for 
improving efficiency. 

Third, efficiency improvements for industrial 
customers can help deter bypass by lowering the customer's energy 
bills. In X.86-10-001, we have encouraged utilities to explore 
efficiency improvements as an alternative to rate discounts as a 
way of retaining industrial customers with a potential to bypa8s 
the system. Energy efficiency incentives can supplement our 
efforts to· deter uneconomical bypass. 

We share TURN's concern that incentive programs 
should not be used to stimulate decisions that a rational company 
would make anyway. PG&E can tailor the incentive program to 
overcome 'I'URN "S concerns in various ways. For example, the program 
should focus on the smaller customers in each class who may not 
have the information or financial ability to make investments in 
efficiency. Also-, PG&E should leverage the incentives in various 
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ways to get the greatest energy savings for the least investment by 

ratepayers. 
The adopted expenses for energy efficiency r 

incentives is $20,l24,000 for electricity and $982,000 for gas. 
b. lnergy Hlmaaement services 

ORA agrees with PG&E's request for funding of the 
electric energy management services program, and PG&E now concurs 
with ORA's recommendations for the gas program. We will adopt the 
resulting budget of $7,583,000 for the electriC enerqymanagement 
services and $2,542,000 for the gas portion of this proqram. 

3. Heos~nt and EvelpatioD 
CEC and DRA agree with PG&E's proposed budget for 

measurement and evaluation of OSM programs. The agreement of these 
parties includes an understanding that PG&E will work with ORA and 
eEC to def~ne the scope of several studies that are part of .. PG&:&'8 
request. In addition, the parties understand· that PG&E's annual 1 
contribution of $175·,000 for an energy demancl forecasting study is 
contingent on CEC's contributing $100,000 for the same purpose. 
(See Tr. 40:4414-4415.) 

we will adopt PG&E's requested budget for evaluation and 
measurement of electric and gas DSM programs. The budget consists 
of $9,399,000 of expelUJes and $1,459,000 of capital investments for l 
electricity, and $2,661,000 of expenses and S83~,000 of capital 
investments for gas. 

4. Other DS!J JXpen8AA 
PG&E and ORA both allot $1,145,000 and $47,000 for other 

expenses of the electriC and gas OSM programs. These expenses Are 
for general administrative and support costs not dir.ectly 
attributable to specific OSM proqr5mS. We will adopt these 
4Il\ounts .• 
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5.. Load Retention and ...x.o,d Bgildi.!l9 

4. Load Retention 
The load retention program refers to activities like 

PG&E's efforts to defer or avoid uneconomic bypass projects, its 
negotiation of special contracts for electricity, its 
administration of unbundled gas tariffs, and its negotiation of gas 
transportation contracts. PG&E and DRA agree on a budget of 
$3,278-,000 for electric programs and $1,40&,000 for gas programs .. 

ERA arques that no funding should be allowed for load 
retention. ERA believes that PG&E has a need for capacity in 1990, 
and the Commission's decisions on special contracts state that 
these contracts should not extend into any period when a need for 
capacity exists. Thus, there is no logic to· funding a load 
retention proqram at this time. 

~G&E responds that ERA's recommendation is apparently 
based on its misunderstanding of what activities are covered by the 
load retention program... A primary component is the negot1ation and 
approval process for special contracts, and ERA acknowledges that 
this activity is significant. 

We will adopt the budget recommended by PG&E and DRA. 
These parties have proposed a reasonable budget for the expenses 
PG&E is likely to incur in negotiating special contracts, 
administering gas tariffs, and negotiating gas transportation 
contracts. 

b. Load Building 
PG&E requests funding for two load building programs. 
The Area Development ~oqr~ seeks to encourage existing 

industries to expand within PG&E'~ service territory and to attract 
new industrial and commerCial cus·tomers into, the area. '.rhe pr09'rlUXl 
is coordinated with california Department of Commerce and local 
economic development organizations. PG&E states that the program 
benefits customers by spreading fixed' costs over a larger sales 
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base. PG&E requests $1,522,000 and $694,000 for its electric and 

gas programs~ 
Valley Filling is a program to promote electric equipment 

that is used~ primArily in off- or partial-peAk hours.. For example, 
incentives are currently offered for security lighting. PG&E 
requests $1,100,000 for this program. 

DRA opposes PG&E's load building programs~ ORA's 
oppositio~ is based on its concerns about long-ter.= effects. 
PG&E's proposals are likely to result in'long-term additiOns. to 
load and increases in long-term costs. Funding these programs is 
inappropriate, in DRA's view. 

CEC also opposes both programa. The programs may offer 
short-term rate benefits, but they Are likely to CAuse siqnifieant 
costs in the long run. The programs may accelerate the need for 
new resour~e additions, and the Area Development Program could 
result in harm to the environment~ 

'rtTRN anci ERA also reject these programs. Px:ograms that 
increase energy have no place in the conservation budget, according 
to these parties. ERA believes that PG&E faces a capacity 
shortage, and it is not logical to build load in the face of a 
capacity shortage. 

We will authorize funding for the Area Development 
Program. Although we share many parties' concerns th4t this 
program could lead to increased costs in the long run, the program 
is part of a coordinated effort on the state and local level to
stimulate economic growth in certain depressed ar~as. These 
economic benefits, in combination with the relatively small amount 
devoted to this program, outweigh our concerns About long-term 
costs. 

However, we will make some adjustment to the amount 
authorized for this program. One of the functiOns served by this 
program, according to PG&E, is "encouraging potential customers to, 
take advantage of PG&E's conservation and load manaqement proqrems" 
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(Exhibit 11, p. 5). We believe that we have adopted funds for 
conservation and 10ad management that will allow PG&E to promote 
its conservation and load management programs to all new and 
potential industrial customers, Without a special authorization as 
part of thie program. We will therefore reduce PG&E's request and 
authorize $1,000,000 and $500,000 for the electric and gAS Area 
Development programs. 

'Xhe Valley Filling program has no such countervailing 
economic benefits, and we will not grant PG&E"s. request for this 
program. 

6-. Load Qnageeent 

a. Budget 
PG&E requests $11,166,000 for expenses and $7,799,000 for 

capi tal-related' expenditures for load management.. DRA supports 
PG&E"s re~est. 

One load management progr~ promotes Thermal Energy 
Storage (TES·). 'XES chills water or other substances during off
peak periods for use in eooling during on-peak periods. PG&E's 
request for the 'XES- proqram is $1,281,00'0. 

CEC believes the 'XES program should be budgeted at 
$5,406-,000. CEC argues tha.t 'rES can improve loa.d factors, shift 
usage from peak periods, and s@stitute for the Valley F.illing 
progr~. The program also complements inereased emphaSis on 'XOO 
rates. 

ERA recommends a budget of $2,000,000 for the 'XES 

progrdIn. 
We will adopt PG&E' s request for load management . 

programs, including its recommendation for the 'XES program. We 
agree with eEC's, points about the 'XES program, but it did not 
explain how it arrived at the budget it recommended for this 
program. PG&E may consider shifting funds. to, this program if 
eireums,tanees justify such a reallocation. 
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b. :roD Insqllot;i9M 
PG&E proposes to install install residential, commercial, 

and agricultural TOU meters at a rate of 20,000 meters per year. 
This rate is based on personnel limitations and on PG&E's estimates 
that the commercial and residential markets for TOU service ~ill be 
saturated by 1996 and 1998·. 

DRA supports PG&E's proposed rate of installations. 
However, DRA believes the 20,000 meter rate should be considered a 
minimum and the market saturation dates should be viewed as goals 
for meeting the demand for TOU meters. ORA states that PG&E should 
continue to report its progress in its voluntary TOO program as 
part of its ECAC cases. If PG&E finds it needs to increase the 
rate of installation, the Commission should create some mechanism 
to allo~ PG&E to request increased resources. PG&E should· file a 
marketing ~lan for meeting its goals, and should demonstrate on the 
d.ate of saturation that all customers have been informed of their 
access to TOU options. 

PG&E opposee DRA's restrictions.. It believes the 
restrictions are based. on the faulty premise that the pr~ 
purpose of TOU programs is load-shifting, and PG&E finds DRA's 
proposals unworkable or unnecessary. 

Contra Coeta first arguee that PG&E's estimates of the 
number of customers who could benefit from TOO rates are too l~. 
ORA's estimate is nearly twice as high, and. even that estimate may 
be low. Contra Costa also dieputes PG&E's approach to determining 
market saturation. PG&E thinks the market for TOO rates is 
saturated when 10% of the customere who could benefit convert to 
TOO schedules.. Contra Costa believes a more appropriate saturation 
level is 33%·. Contra Costa contends that a simple matter of 
following up on contacts about TOO rates is sufficient to increase 
the saturation level to· the 33% it recommends~ 

Based· on these recommendatiOns, Contra. Costa u:rges the 
Commission to set 4 goal of market saturation for residential 
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customers within 10 years. At the rate of installation PG&E 
proposes, about 10,000 residential TOU meters per year, it would 
taxe 30 years to reach market saturation of the residential class. 

Contra Costa concludes that the Commission should order 
PG&E to install 30,000 TOO meters for residential customer$ in each 
of the next three years. PG&E installed over 30,000 meters in 
1987, so it is clear that it has the ability to meet this target. 
This goal should be fi:m and PG&E should not have the latitude to 
v~ the pace of installation. 

Contra Costa also thinks PG&E should market residential 
TOU rates when new customers call to request service. 

PG&E disputes Contra Costa's points. First" PG&E notes 
that Contra Costa did not introd.uce evidence or present witnesses 
to support its arguments, and PG&E finds that many of COntra 
Costa's points are supported only by speculation. The d.ifference 
between PG&E'S and DRA's estimates of the number of customers who 
could benefit from TOU rates corresponds to differences in their 
recommended rate design for the resid.ential class. PG&E's 
saturation rate of 10% is based on historical experience; Contra 
Costa's estim4te of 33% is not based on facts. Installing 40,000 
TOO meters per year would greatly increase PG&E's costs, and. if 
Contra Costa's recommenctations are adopted/- the Comm.ission should. 
also increase PG&E's revenue requirement. MArketinq TO'O' rates to 
new customers would be unwise because not all customers benefit 
from TO'O' rates, and PG&E is reluctant to market options that will 
increase customers' bills. 

We will adopt PG&E's and DRA's installation qoal of 
20,000 TOO meters per year. We also support DRA's recommenctation 
that PG&E should continue to report on the'progress of the 
voluntary TOU program as part of its annual ECAC eases. PG&E 
appears to have responded well to the unanticipated increase in 
demand for agricultural TO'O' meters" and based on that experience we 
will not impose rigid requirements for the pace of installing TO'O' 
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meterS. We nevertheless are sympathetic with ORA's view th4t 
installing 20,000 TOUmeters annually should be viewed as a minimum 
and that PG&E's estimated market saturation dates should be a goal, 
rather than merely an estimate. By the time of PG&E's next rate 
case, PG&E should have a well-developed plan for completing the 
saturation of the various markets for TOU meters. 

7. §or!ice Planning and Tariff Administration 
PG&E requests $7,093,000 for electric Service Planning 

and Tariff Administration expenses and $3,957,000 for the 
corresponding gas expenses. These figures are an increase over 
current funding levels for these expenses, and PG&E believes 
changes in the number and complexity of these tariffs justify this 
increase. 

ORA agrees with only half of PG&E's requested increase. 
ORA argues ,that there is no reason to believe that the rapid 
increase in individual contracts th4t has occurred in recent years 
will continue in 1990 and beyond. ORA thinks the administrative 
problems connected to these tariffs should stabilize, and th4t its 
proposed increase will be sufficient to meet customers' needs. 

We will adopt ORA's recommended expenses of $6,S79,000 
for electric and $3,737,000 for gas Service Planning and Tariff 
Administration. We agree with DRA that many of the sources of 
additional work and expense in this area will stabilize over the 
next three years. Our adopted amounts still represent an increase 
over present levels of funding, and we believe that these amounts 
will be sufficient to meet increased activity in these areas. 
D. Progrp .Design ReeQ:lDlDe!!dation8 

In addition to its proposals for funding for OSM 
programs, ORA made several recommondations on the design and 
implementation of specific programs or groups of programs. 

1. Shade Tree Promotion IneentivU 
ORA makes the specific proposal that PG&E should offer 

coupons as incentives for the purchase and planting of shade trees 
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to reduce the need for summer cooling. Shade trees reduce the need 
'for summer cooling in two ways. When they are planted next to 
build1ngs, they shelter the structure from the sun's rays. In 
addition, shade trees help dissipate "heat islancis," which raise 
the temperature of urban areas several degrees during summer days 
and thus increase the demand for cooling. 

ORA argues that a coupon with significant VAlue to the 
customer provides a much more direct way of getting the customer's 
attention than an informational brochure. ~he coupon could be 

redeemed only for the purchase of deciduous trees of A certain 
height, so the effectiveness of the program would :be improved. ORA 
also notes that its recommendation to increase the budget for the 
Conservation Info:mation program assumed the existence of this 
program, and it would object to this increase if the coupon program 
is not authorized. 

PG&E points out that because DRA classified the shade 
tree progr~ as an information program, it did not perform a cost
effectiveness analysis for it. ~hus, there is nothing in the 
record about how effective this program is. PG&E is willing to 
include information about shade trees, but it argues against 
actually funding purchases. 

TURN supports ORA's proposal for additional funding for 
the Shade ~ree program. 

We will not specifically require PG&E to carry out the 
shade tree promotion as proposed by DRA. However, we agree that 
PG&E should vigorously promote the planting of shade trees in its 
service territory. A coupon program targeted to specific areas or 
groups of customers should be part of this program. In addition, 
we think PG&E should investigate working- with logical groups-
nurseries and nursery associatiOns, local governments, garden 
clubs, and neighborhood associations, for example--who have 
interests other than energy conservation for encouraging tree 
planting- We encourage PG&E to- take creative steps to-magnify the 
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effect of this program within the budget we have allowed. In 
addition, PG&E should attempt to measure the effectiveness of this 
program for our future evaluation of whether to continue or expand 
this program. 

2.. Appliance Efficiency Progrp 

ORk initially recommenaea that more than two-thirds of 
the funding for this program shoulcl be devoted to promotion of 
compact fluorescent lighting and efficient refrigerators. In its 
opening brief, ~RAmodified ita stance slightly and stated that 
other products could be emphasized provided similar load reductions 
resulted from' comparable funding .. 

PG&E objects to ORA's proposed restrictions. It believes 
it should have the flexibility to create incentives for a mix of . . 
products. 

CEC makes three recommenclations for the design of the 
appliance efficiency programs.. First,. it recommends offering 
incentives to refrigerator dealers for selling efficient 
refrigerators. It supports its recommendation with references to a 
study that showed higher annual savings from this strategy than 

from direct incentives to consumers.. Second,. etC proposes a rebate 
program for contractors to promote the installation of compact 
fluorescent lighting.. Again, etC ~lievea that this step will 
greatly increase the cost-effectiveness of the program.. Third,. CEC 
thinks PG&E should expand its proposed program for hiqh-~fficiency 
air conditioners .. 

PG&E believes CEC's rec~mmendations are based on limited, 
flawed studies and that no change to its program& is justified. 

The point of DRA'S proposal, as we understand it, is to 
increase the cost-effectiveness of the incentive program by 

emphasizing the most cost-effective products.. We obviously agree 
that PG&E should seek to- maximize the cost-effectiveness of its 
incentive programs. We recognize that PG&E needs some flexibility 
to test customers' react10ns to other proQuct$~ and that PG&& 
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criticizes the cost-effectiveness studies that are the basis for 
ORA's recommendations. we'~ill not adopt the specific limitation 
proposed by ORA, but we note that efficient refrigeration has been 
an important part of this progrmn in the past, and that compact 
fluorescent lighting is at a technical and economic level where it 
could make a substantial contribution to re4ucing the electricity 
consumption of lighting. CEC agrees that these devices deserve 
special emphasis. 

We will also not restrict PG&E's proqram8 in the way 
sU9gested by CEC,- but we think CEC's proposals for leveraq1nq the 
conservation investments deserve fuller investigation by PG&E. 
E.. Conclu8ion-

Our adopted figures for DSM expenses and capital costs 
are shown in the following table: 
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Table 8 

AUthorized DS){ Expenditures 

AnnUAl Average Progrmn Cost!! 
(1990-92i 1987»ollar8 in Thousand!) 

Electric 
Expenses Capital , 

~ 
Expense! Capital 

Conservation 
Res Information $ 
Nres Information 
Res EM Services 
Comm EM services 
Industrial EM 

3,365-
694 

4,590: 
3,218 

2,S29' 
1,836· 

188: 

Services 
Agrie EM Servs. 
Weatherization 

Retrofit 
Incentive 

Appliance Effic 
Incentives 8,970 

Comm EM Incentvs .. 13,328 
Industrial EM 

Incentives S,79& 
Agric EM Incentvs. 1,000 
D.irect ASsistance 17, &36· 
Res New Constr.. 3,036· 
Natural Gas Home 
Nonres New 

Construction 
Total 

1,000 

Conservation $6·7,186 

Load Hanaga.ent 
Res Alc' Cycling 
Interruptibles 

(C/I) 
Interruptibles 

(Ag) 

239 

5,19 

290 

$ 

$ 

39& 

304 

- 400 -

$ 1,307 
150 

4,500 
1,500 

902 
141 

398 

750 
750 

44 
88 

13,291 
248 

2,669 

500 

$27,238. 

$ --

$ 



• 

• 

• 

A.88-12-005·, I.89-03-033 ALJ/GLW,Pl1:C/jc AL'l'-COM-SWK 

Electric 
Expenses Capital .. ~ 

Expenses Capital 

Load xanagement 
Interruptibles 

(Grp Load) 342 38 
Themal Energy 

Storage 
Ind.ustriAl Load. 

1,278: 3 

Shape 1,338 46 
'l'ime-of-Use 

(Res & Nonres) $ 6·,842 
Small Comm/Xndst 

$6,880 

Project 
Real Time Pricing 
Demand Control 

lS4 19 

Center l§~ 88 
'.rOtal Load 

IlaDageMDt $11,166· $7,800 

Load Retention 3,278 $ 1,406 $ 

Load Bu.i.ldiDg 
Area Oevlpmt. 1,000 500 

Heasurement " 
Evaluation 9,399' 1,459 2,661 835 

Other DSX 1,145 47 

TOtal DSX $93,174 $9,259 $31,852 $ 835-

Service Planning 
" Tariff Adm.. ~~7.2. 3,737 

~ ~tal $99,753 $9,259 $35,589' $ 835 

ORA estimates that the conservation and load management 
budget we have adopted will result in first-year savings of 508 GWh 
and 69.7 MW of electricity and 7,572 million ther.ms of gas (Exhibit ) 
110, Appendix A). PG&E estimates that the load retention program 
will retain 826· GWh and 108: MW of demand (although losing an 
estimated 25 million therms of gas 8ales)~ PG&E also estimates 
that the Area Development program will add 100 GWh and 18 MWof 
electric·i ty and one million therms of gas... We talce these estimates 
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to be fair representations of the effects that we may expect from 
our adopted DSM programs in the test year. 
Y. pi8p08ition...of tln.8pent DSH end RPiD lu.nd8 

We have previously established balancing accounts to 
record unspent DSM and RD&D funds. The account records the amounts 
that were authorized for these purposes, collected in rates, but 
not used by PG&E. on November a·, 19a9, PG&E filed an advice letter 
requesting that a portion of the unspent DSH and RD&D funcl8. from 
the 19'8-7 rate case cycle be used to, offset the rate increases 
resulting from this proceeding and PG&E's current ECAC case 
(A.8:9-04-001) • 

In a resolution considered at the same time as this 
decision, we approve PG&E' s request. The rate increase that will 
take effect on January 1, 1990, will be reduced by $36,,844',.000 for 
electricity and' $15-,322,000 for gas. 
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lindi.ngs of het 
1. On December 5-, 1988, PG&E filed Application (A.) 

88-12-005· to increase the gross revenues fro~ base rates in effect 
on October 1, 1988, by $3·6$,009,000, or 6.7%, for the Electric4l 

Department and $125,056,000, or 5·.1%, for the Gas Oepartment. The 
total combined increase was $490,065-,0 ° 0, or 6 .. 2 % .• 

2. On March 22, we issued an order instituting Investigation 
(I.) 89-03-033· into the rates, charges and practices of PG&E. This 
order serves as the procedural vehicle for considerinq various 
recommendations that may go beyond the scope of the relief . 
requested in A.88-12-005. This investigation was consolidated with 
A.88-12-005·. 

3. PG&E's final requested increase in revenues from CPOC
jurisdictional rates is $211,055·,000 for the Electric Dopartment 
and $74,756·,000 for th,e Gas Department, for a total of 
$285-,811,000 • The requested increase in base revenues is 
$249,591,000 for the Electric Department and $74,756,000 for the 
Gas Department, a total of $324,347,0000-

4. The issue of the proper level of payments to qualifying 
facilities for avoided operations and maintenance (O&~ costs was 
resolved in Decision (0.) 89-09-093, dated september 27, 1989 .. 

5.. In addi tior.. to more than 60 days of evidentiary hearings 
held in San FranCisco, public participation hearings were held in 
Placerville, Eureka, Red Bluf'f, San Jose, and Fresno. 

6. The foothills of the Sierra NevaQa have cold winters, and 
many customers living there do not have gas service and are forced 
to heat with electricity. 

7 • PG&E serves an area where many people who do not apeak 
English live. 

8. An ALJ's ru1in9 of April 24 consolidated- the revenue 
allocation and rate design issues of A.89-04-001,. PG&E's 1989 
Energy Cost Acljustment Clause (ECAC). proceeding, with this general 
rate case. 
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9. An ALJrs ruling of May 24 dete:cmined that the ECAC sales I 
forecast would be used in updated testimony on revenue allochtion 
and rate design. / 

~~: ~~e ~:~::.=~e U::1:!:nt:: E~U::l::'=;a~!' £~::, '/ 
issued in mid-August in ALJ Weissman's decision on resource 
assumptions in the PG&E ECAC proceeding (A .. 89-04-001), as the 841e8 tI'" 
forecast in the general rate case proceeding to develop updated 
testimony on 'revenue allocation and rate design .. 

12. When faced with chOOSing between A more current forecast 
period and a longer, but older forecast period, the current 
forecast period is a more accurate forecast of anticipated revenue. 
It is reasonable to adopt ORA's forecast of $1,174,000 for Revenue 
Account 370. 

13. It is reasonable to adopt DRA's updated revenue forecast 
of $361,000 in Account 371. 

14. It is reasonable to expect an increase in Account 372 
• 

between 1987 and 1990 at the rate of inflation. Since tho accounts 
covering rents paid by PC&E are escalated by the MSI indox, it is 
reasonable to' escalate similarly the rents received by PG&E. 

15·. PG&E and ORA are in agreement regarding the methodology 
to be used in developing labor and nonlabor escalation rates for 

/ 
..; 

/ 
the test year. ~ 

16. It is reasonable to adopt the agreed-upon labor ~ 

escalation rate of 2.75%· in 1998 and 1999, and 4.9% in 1990. .. / 
17. Applying the agreed upon methodology, it is reasonable to w' 

adopt non-labor escalation rates of ~.17%, in 1988, 4.6% in 1989, I 
and 4.93% in 1990. 

19. If recorded expenses in an account have been relatively ~ 
stable for three or more years,the 1987 recorded expenses is an 
appropriate base estimAte for 1990.. I 

19. If recorded expenses in an account have shown a trend in 
a certain direction' over three or more years, the 1987 level is the 
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most recent point in the trend and is an appropriate base estimate 
for 1990. / 

20. For those accounts which have significant fluctuations in 
recorded expenses from year to year, or which are· influenced by 
weather or other external forces beyond the control of the utility, 
an average of recorded expenses over a period of time (typically 
four years) is a reasonable base expense for 1990. ~ 

21. The expenses in the M&S component of Account SOO have 
declined 3teadily over the past four years; nOr is there any 
indication of cyclic activity in recorded expenses since 1984. The 
trend is clearly downward, not cyclic. It is reasonable to adopt 
ORA's estimate for the M&S component of Account 500. / 

22. It is reasonable adopt ORA's estimate of the M&S 

component of Account 506 because the expenses in this account have 
declined steadily between 1985· and 1987. 

23. The 1987 recorded expenses, in Account 512.2 represent a 
reasonable midpoint between a possibility that the cycle in 
expenses may continue to decrease or may begin to increase by 1990. ~ 

24. It is reasonable to adopt ORA's estimate of the labor " 
component of Account 512.3 because labor has trended downward in 
each year between 19'85· and 1987. 

25. In the absence of specific evidence regarding the added 
costs of increased maintenance in Account 513.$, an amount slightly 
Above the four-year average of the labor expense will best , 
represent expected costs in 1990. 

26. ORA's estimate for M&S component of Account 546' is more 
reflective of expected activity in a ve~ stable account for 1990. 

27.. It is reasonable to adopt PG&E's estimate for the M&S 

component of Account 5,48 because the M&S component has fluctuated. 
significantly over the past four years. 

28. The necessity for ORA's proposed adjustments to 
Accounts 5·14, 524, and., 5,45,.5 has not been adequately explained. 

- 405 -

./ 
,/ 

./ 

./ 



• 
A.88-12-005, I.89-03-033 ALJ/GLW,BTC/jC ALT-COM-SWH 

29. Where 1987 expenses are approximately equal to an average '" 
of several years, it is reasonable to use 1987 data as the :base for 
Account 560. 

30. PG&E has failed to demonstrate the necessity for a '" 
further increase in funding for line patrols in 1990. 

. 31. The :bare hand live-line training is a :beneficial pr09'X'&n. , 
It is reasonA:ble to adopt PG&E's revised estim4te of $393,000 to 
reflect the changed extent of this program over three years • 

. 32. PG&E"s estimate is most representative of costs in ~ 

Account 568 in 1990. 
33. ORA removed substation expenses from Accounts 56-2 and 570 v' 

that it believes are associated with Diablo Canyon. PG&E's brief 
did not contest this adjustment. 

34. Given that the 198·7 labor expenses on Account 571.63 Are ../ 
approximately 50%· higher than expenses in 198& or 1988·, 1987 
expenses are not an accurate reflection of anticipated base 
workload in 1990. 

• 35·. In 1987 PG&E incurred only $37,000 for transm.iss.ion pole 

• 

treating_ 
36. As PG&E was previously authorized lSufficient funds to 

test 133,000 distribution poles per year in 198-7 through 1989, it 
is not reasonable to authorize additional funds forPG&E to test 
the previously funded ~shortfall.~ 

37. It is reasonable to· adoptPG&E's estimate of the labor 
component of Account 571.74 because there is a three-year trend in 
increasing labor costs. ' 

38. PG&E is negotiating with Edison for a share of the 
Pacific Interties High Voltage Direct Current (HVDC) Expansion 
Project. 

39. The HV'DC expansion project was a major issue in Edison's 
last general rate case. In 0.87-12-066 we established a cost cap 
of $80 million for Edison's share of the HVDC expansion project, 
arid we authorized" Edison to file for an increase in theMAAC' rate, 
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subject to refund, equal to 75·% of the annualized investment 
related revenue requirement for the HVDC expansion after the ~ 

project becomes commercially operational. ~ 

40. PG&E has not reached final agreement with Edison. The 
actual benefits will depend upon whether PG&E obtains an agreement 
with Edison, when the agreement is effective and upon the costs and 
terms specified in the final agreement. The projected costs of 
this project are too speculative to be included in the test year on 
a forecast basis. It 18 reasonable to authorize PG&E to· recover 
these costs, subject to refund. 

41. The labor and M&S components of five accounts, Accounts 
583.2 (M&S and. labor), 588 (M&S), 593·.68 (M&S), 593.73 (M&S), and 
594 (labor) have fluctuated significantly over the past four years 
(1985-87), with no c:liacern.ib1e trend.. Absent a specif.i.c 
explanation of why 1987 recorded data best reflects the estimated. 
1990 expenses of an account w.i.th fluctuating expense levels and no 
discernible trend.s, it is most appropriate to use a four-year 
average as the base 1990 estimate. 

42. The labor component of Accounts 582 and 583.30 has 
steadily declined over the past four years. While we will not 
project further declines in the test year, neither PG&E nor ORA has 
explained why the 1987 recorded. estimllte should be adjusted upward. 

43. PG&E's update exhibit requests an increase of $1,l59,000 
in electric account 588: and $479,000 in gas account 880, to cover 
the costs of new safety requirements imposed by the California 
Motor Vehicle Act of 1988. 

44. The requirement of a daily inspection was not a change 
mandated by the 1988 Act. 

45. PG&E's witness had not looked. into existing inspection 
proced.ures to determine whether the required 45-clay inspection is 
compatible with PG&E's existing inspection requirements. 

46. Despite the availability of a proe~d.ure to avoid or 
minimize inspection proced.ures which PG&E believes are unnecessary 
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and unproductive, PG&E has not requested a different inspection 
interval than that provided by statute. 

47. PG&E has not met its burden of proof in support of the 
requested increase for motor vehicle inspections. 

48. Where FEA alleged a computational error in Account 592 
and explained how it traced the error, PG&E did not provide 
explicit explanation of why it believed no error was made. 

49. When the tree replacement program is sealed up to a rate 
of 6,5,00 trees per' year , it is reasonable to expect significant 
savings and efficiencies from the costs incurred under the pilot 
program. It is reasonable to authorize PG&E $3,000,000 to replace 
a minimum of 6, SO ° trees per year. 

50. Zhe phased rewrite of the CIS system is a reasonable 
approach to correcting the difficulties, limitations, and 
inefficiencies of a system which is nearing the end of its useful 
life. 

51. The fact PG&E has made a more conservative request than 
the amount shown in the study is not a legitimate reason for 
rejecting funding for the project. PG&E has made a conservative 
request and has committed to meet the additional costs from its own 
resources .. 

5,2. PG&E's test year estimate (which will be carr1ed. forward 
to the attrition years), together with the DH&S estimate of 
incremental costs in 1993-95, is the maximum amount ratepayers 
should be expected to contribute to this project .. 

53.. PG&E requestea authorization to revise Electric 4nd Gas 
Rules 9 and 11 to include field collection and reconnect ion 
charges. DRA concurred in this recommendation after simplifying 
the proposed charges. PG&E is authorized to include revisions to 
these Rules in the revised tariffs as set forth in this decision. 

54. PG&E reviewed the Eleetric Plant Accounts to exclude 
SS.778 billion in Diablo, Canyon direet plant costs • 
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55·. PG&E reviewed its Nuclear Production O&M accounts, and 
removed $145,6·67,000 in base year 1987 expenses that historically 
have been directly charged to Diablo Canyon. 

56. PG&E mAde adjustments for Administrative and General 
Expenses. According to PG&E, the total exclusion of Diablo canyon 
related A&G is $6·$ .. 2 million. 

5·7.. PG&E identified Iln additional $5-,000,000 in Di4blo 
Canyon's expenses reflecting charges and rentals attributable to 
the use of common plant, such as vehicles, aircraft~ and the 
general office complex, by Diablo employees. 

58. In its report on the segregation of Costs for Diablo 
Canyon, the DRA stated that the most accurate method for 
segregation of costs would be a properly performed use ~tudy. 

59. The use of H'gross plant'" in ORA's proposed special four- ", 
factor method seriously overstates Diablo Canyon's impact on A&G 
costs. 

6·0. Tho use of generating capacity and annual energy output 
in ORA's special four factor weigh the allocation too heavily 
toward the size of the facility, such that the use of both amounts 
to double counting. 

6-1. The use of "'annual energy output It in ORA's four factor is 
defective when the plant is not operating •. 

62.. Three of the fou: factors in DRA's allocation do not :bear 
a reasonable relationship to the costs to be allocated and are not 
a reliable means of estimating A&G expenses resulting from 
operation and maintenance of Diablo Canyon. 

63. PG&E and ORA's auditors agree that $27.8 million in 
expenses charged to Diablo O&M "·typically"- would be categorized as 
A&G expenses. PG&E also reviewed its A&G costs and directly 
removed $26-,5.6.3-,000 from base year 1987. " 

64. PG&E removed $9,990,000 in peripheral A&G. Althoughv' 
these costs were associated with several A&G accounts,. PG&E 
deducted the total amount from Account 921 • 
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65. PG&E's estimate of peripheral A&G expenses is based upon 
an informal survey of various administrative departments conducted 
by PG&E in the fall of 1985·. 

66. The use study did not survey all executives, departments 
and operations which would be expected to incur costs associated 
with Diablo Canyon. Although senior PG&E officers book their 
salaries to a subaccount of Account 920, none of the time or 
expenses of the president which related to Diablo Canyon was 
allocated through this study of peripheral costs. None of the time 
of the Board of Directors was allocated by PG&E to Diablo CAnyon. 

67. Not all costs of running the company may properly be ./ 
charged to ratepayers as cost of service. 

6,S. The company's three 198'9 initiatives are to operate the Y' 
utility in such a manner as to earn the full authorized rate of 
return; to operate Diablo Canyon safely, reliably ancl profit4blYi 
and to invest in suitable unregulated businesses. 

69. Only thoBe expenses incurred in the first of the 
company's initiatives, operation of the utility, are properly a 
cost o·f service to be charged to ratepayers. 

70. There is very little evidence in this record regarding 
the amount of actual time and expenses of corporate center 
personnel currently devote to Diablo Canyon activities. The 
limited information that is available suggests that the est~tes 
of expenses which were made in 1995· will not accurately reflect the 
actual allocation of costs to Diablo Canyon in 1990. 

71. In the absence of records to reflect how the 1985 
estimates were derived, it is not reasonable to rely on PG&E's use 
study as a basis for segregating common costs. 

72. The cost of preparing an income tax statement for 
revenues derived from, Diablo Canyon is clearly a cost of owning and 
operating the facility and isa cost, for ratemaking pu:poses, 
which must be fully segregated from other PG&E operations • 
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73. No cost is more clearly a cost of owning and operating 
Diablo Canyon that the cost of identifying expenses t~ be charged 
to Oiablo Canyon. 

74. PG&E's study of peripheral costs is unreliable, because 
it was informal, limited in scope, and poorly documented. 

75·. Other than direct assiqmnent, the most accurate and 
preferable method of satisfying the requirement of 0.88-12-095· that 
the common costs- of Diablo Canyon be fully segregated, is for PG&E 
to conduct a current, full-scale use study of expenses booked to 
Administrative and General Accounts, and to carefully and 
completely allocate such expenses between Diablo- Canyon and other 
operations .. 

7G·. For four accounts (923, 924, 925, and 930.2), it is 
reasonable to accept PG&E's 
an interim basis. 

allocation of Diablo· Canyon expenses on ~ 

77. For eight A&G accounts, the amounts allocated by PG&E to 
Diablo Canyon, if any, are likely to- significantly understate the 
full extent of A&G costs resulting from Diablo Canyon operation. 

78.. A&G Account 920 has histo~ically reflected a causal 
correlation with overal,l labor expenses.. Therefore, it is 
reasonable on an interim basis to remove 16% of the total A&G I 
expenses as the amount we reasonably expect to be chargeable to 
Diablo Canyon operations. 

79.. Account 921 includes office supplies and expenses 
attributable to specific administrative and general departments. 
We would reasonably expect that the percentage of office supplies 
and expenses related to Diablo Canyon would correlate with the 
ratio of Diablo Canyon labor to total company labor. Therefore, it 
is reasonable on an inter~ basis to remove 16% of the expenses 
attributed to this account as the amount we r~asonably expect to be 
chargeable to Diablo Canyon operations. 

SO'.. PG&E's fo:r:mula for calculating Diablo Canyon pension 
expense is likely to· misstate the actual costs, unless there is a 
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constant relationship between the cost of the Diablo Canyon labor 
expense and the total company labor expense between 1987 and 1990. 
A constant relationship is unlikely. 

81. Account 928 includes expenses incurred by the utility in 
connection with cases before regulatory commissions. PG&E has 
removed $16,000 from this account for which it will be credited. 
Diablo Canyon related costs should represent at least 16% of the 
total expenses in Account 928. Therefore, it is reasonable on an 
interim basis to remove 1&% of the expenses attributed to this 
account as the amount we reasonably expect to, be chargeable to 
Diablo Canyon operations. 

82. TURN recommends reducing PG&E's RD&D budget by $1,111,000 
to account for four projects that are intended to provide specific 
benefits to Diablo Canyon. 

83. PG&E does not deny a causal link between Diablo canyon 
and RD&D expenses. 

84. A portioh of the EPRI budget relates to the operation and 
maintenance of existing nuclear power plants. Diablo· Canyon will 
be able to share and use PG&E'S EPRl information. 

85. If Diablo, Canyon utilizes the resources of the utility, 
that utilization incurs a cost and the cost is a cost resulting 
from the operation of Diablo Canyon. 

86. Account 931 includes rents for property used by the 
utility for general and administrative functions. PG&E attributes . 
$1,722,000 to Diablo Canyon in this account for which it will be 
credited. We would expect that the percentage of this account 
attributable to Diablo Canyon would approximate the rati~?f Diablo 
Canyon labor to total company labor. Therefore, it is reasonable 
on an interim basis to remove 1&% of the expenses attributed t~ 
this account as the amount we reasonably expect to be chargeable to 
Diablo Canyon operations. 

87. Account 935· includes administrative and general expenses 
incurred in the maintenance of property. It does not appear that 

- 412 -



• 

• 

• 

A.88-12-00S, I.89-03-033 ALJ/GLW,BTC/jC ALT-COM-SWH 

PG&E's system of direct charging provides for reimbursement of 
Account 935· expenses. In the' absence of such evidence, an 
adjustment is appropriate for Diablo Canyon related costs. We will 
use the 16% adjustment used for Accounts 920 and 921. Therefore, 
it is reasonable on an interim basis to remove 16% of the expenses 
attributed to this account as the Amount we reasonably expect to be 

chargeable to Diablo Canyon operations. 
88. PG&E proposes a new management incentive plan. The new 

plan merges and expands PG&E's previous management incentive and 
team award programs. PG&E originally requested $19,98·1,00'0 for 
funding the MIP'. PG&E later reduced this amount ~ $1,775-,000, 
associated with the Nuclear Power Generation unit, resulting in a 
revised request of $·18,116,000. 

89. The previous HIP included approximAtely 160 employees, 
including the Chairman, the President, and the uppermost officers. 
The new MIP includes all PG&E exempt employees, approximately 7,000 
in number • 

90. There is already adequate revenue to fund the new HIP. 
PG&E has launched the new HIP in 1989 and is capable of funding the 
program, either within the currently authorized labor expense, from 
currently achieved savings in other accounts or from the benefits 
derived by shareholders from increased efficiency. ' 

91. PG&E has not offered any evidence that base pay for 
management employees will be at or below market levels in 1990. As 
long as PG&E's management salaries falls within 10%, of the survey 
median, as it does in this case, such salaries should be considered 
to be competitive. / 

92. PG&E has not quantified the savings which will result 
from the expanded MIP'. The target goals of 'the MIP were developed 
and distributed to employees for 1989' long after the application 
was· prepared and filed .. , Goals for 19'90 hAve still not been set. 
PG&E's evidence fails to demonstrate to us that greater savings or 
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efficiencies will result with the MIP in the test year than without 
it. 

93. There is no direct financial benefit to ratepayers from 
PG&E meeting its target goal under the MI~. Ratepayers will 
indirectly benefit in the long run from vigorous cost containment 
and cost reduction by utility man4gement, but the relative benefits 
under PG&E'sscheme are so overwhelmingly weighted in favor of 
shareholders, it would not be just or reasonable to- require 
ratepayer contribution above the amounts otherwise authorized for 
base pay in this decision. 

94. Corporate ROE,- a primary goal of the MIP, is based in 
part on the the performance of Diablo Canyon and PG&E's unregulated 
subsidiaries. It is inappropriate for ratepayers to underwrite 
incentives based on the performance, cost, or quality of service of ~ 
PG&E's non-utility or Diablo Canyon operations. v' 

95. The FERC Uniform System of Accounts requires that account 
information be maintained so as to permit ready summarization 
according to the nature of the service and the person furnishing 
it. PG&E took six months to· provide information which should have 
been readily summarized in account level detail. 

96. As a consequence of PG&E's delay in providing an 
accounting- of Account 923, we cannot conclude that 1987 recorded 
expenses form a reasonable basis for estimating expenses in the 
test year. 

97. PG&E's estimate for Account 925- in 1990 is $37,843,000. 
This estimate is slightly higher than inflation. While PG&E has 
been successful in controlling the growth of third ~arty liability 
to just over S'% between 1985- and 19S8, PG&E does not believe that 
will continue. 

98. It is reasonable to adopt PG&E"s estimate of expenses for 
Account 925, as agreed to by ORA, and amortize the 1990 Carmen 
settlement payment over three years. 
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99. It is premature to ~egin f~nding of a 401{h) program 1n 
anticipation of a FASB standard'~t has not yet been finalized. 
It is possible that the methods of expensing post-retirement 
medical benefits may differ materially from those proposed in the 
FASB exposure draft. 

100. Given the magnitude of the potential unfunded liability 
and the relatively minor contribution PG&E proposes to make over 
the next three years there is no harm to ratepayers or to PG&E'D 
financial statements by de ferrinq a decision on pre funding until 
the new FASS standard has been finalized~ 

101. DRA has offered no new facts or circumstances which would 
warrant reconsideration of 0 .. 88-03-072'. It is reasonable for PG&E 
to use a "contribution appro~ch" to calculating pension costs in 
the test year. 

102. For 1988, it is preferable to utilize actual recorded 
medical expenses, rather than PG&E's estimate of such expenses. 

103. For 1989, the premium and accrual rates for PG&E's HMO 
and indemnity plans are likely to be a very accurate estimate 0'£ 
medical expenses to· be incurred in 1989. 

104. A simple arithmetic average of the percentage increases 
in indemnity plan costs over the last 4 years shows a 9.2\ 
increase. It is reasonable to adopt an estimate of'medical 
expenses in 1990 whJ.ch is 9.5% above the 1999 estimate. 

105·. PG&E has not met its burden of proof of explaining how 

the adjustments for "'current medical cost factors" were derived and 
why they are not reflected in current trends. 

106. PG&E's contribution to PSEA is, in part, a Charitable 
contribution to a association for the furtherance of charitable, 
educational and social activities. 

107. The NARUC audit provides us with sufficient information 
to· make an informed evaluation of the expenses which are 
appropriate for rate recovery. lDRA's proposed· disallowance of EEl 
dues is supported by the audit • 
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lOS. The anticipated decrease in leased space in 1991 and 1992 
resul ts from PG&E' s. continued effort,' to consolidate working groups 
and use office space more efficiently. This is the type of 
improved efficiency we expect t~ see during the attrition ye4rs; 
these savings should help to offset other increased costs not 
authorized in the test year. 

109. In reference to PG&E's proposal to amortize the cost of 
certain abandoned plant, PG&E has not shown (1) that the project 
ran its course during a period of unusual and protracted 
uncertainty, (2) that the project was reasonable throughout the 
project's duration in light of both the relevant uncertainties that 
then existed and of the alternatives for meeting the service needs 
of the customers, (3) when the projects were cancelled, and 
(4) that they were cancelled promptly when conditions warranted. 

110. None of PG&E's reasons for canceling the abandoned 
projects falls within the narrow exception to the ~used and usefu1 H 

rule of 0.S4-05-100 • 
111. The purpose of the PHFU guidelines is to balance the 

utility'S natural desire for maximum possible flexibility in the 
planning and acquisition of future plant with the ratopayer's 
desire to avoid unnecessa~ or burdensome carrying costs of 
property which is held for an indefinite period or an indefinite 
purpose. 

112. It is reasonable to provide a longer holding period for 
power plants and related transmission facilities than for 
transmission facilities only. 

113. Application of the PHFO guidelines to the Gates-Gregg 
project is fully warranted. 

114. PG&E has neither shown a definite plan and need, nor an 
economic analysis to· justify retention of the Pittsburg properties 
in PHFtJ .. 

115·. PG&E states that it has removed' from rate base 1 
$134,000,000 of plant within the gates of the Oiablo CAnyon 
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facility and used by Oiablo Canyon, which would ordinarily be 
classified as as "common plant H

• '/ 

116,. PG&E identified $5,000,000 in Diablo related expense, -/ 
reflecting charges and rentals attributable to the use by Diablo 
Canyon employees of vehicles, aircraft and the General Office 
complex. 

117. ORA noted in its testimony that a comprehensive use study 
is the most accurate method for segregating Diablo Canyon costs. 
Neither ORA nor PG&E has advanced an acceptable method for fairly 
and accurately allocating the costs of plant shared bet~een Diablo 
Canyon and other departments of PG&E. ORA's method is likely to 
overstate the costs of common plant attributable to Diablo canyon. 
PG&E's proposed charge of $5,,000,000 is likely to understate the 
costs incurred by Diablo Canyon for the use of shared facilities 
outside the gates of Oiablo Canyon. 

Therefore, it is reasonable to accept PG&E's estimate of 
common plant on an interim basis. PG&E has provided ORA adequate 
time to review the San Francisco' DiviSion Consolidation and 
Emeryville projects and PG&E has demonstrated that both projects 
will be used and useful in 1990. 

118. ORA and PG&E agree on the methodology for calculating 
depreciation and depreciation reserve. 

119. ORA and PG&E also agree on the methodology for 
calculating income, payroll, property and other tax expense. 

120. Based on PG&E's most recent estimate of the costs of 
decommissioning Dia~lo Canyon, PG&E would need to collect 
$52,015·,000 annually, beginning in 1990. This is $2,459,000 less 
than PG&E is currently collecting. 

121. There are significant future uncertainties concerning the 
timing of decommissioning, the amount ultimately neces~ to 
complete'the work, and the rate at which the trust will appreciate 
over the next three decades. Given the range of future 
uncertainty, minor fluctuations between the authorized accrual 
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rates and the most recently forecasted rate of accrual are not a 
mdtter of immediate concern. 

122. The ORA salary survey suffers some of the same errors and 
limitations as noted by the Commission in the 1987 general rate 
Case. ORA's survey also fails to contain the further refinements 
we requested in D.87-12-066. ORA's survey does not make a 
comparison on a total compensation basis. ORA continues to provide 
point comparisons based on averages, without also" indicating the 
range of data.. ORA was even less aware of which companies 
participated in the surveys it used.. 

123. The inference of PG&E's testimony is that it is less 
costly to translate PG&E account numbers to FERC account numbers 
than to incorporate the information directly into the accounting 
system. 

I 

124. The recorded 1987 expenses do not fully reflect the full .~~ 
benefit of the reductions achieved from PG&E's major workforce 
reduction by the end" 0·£ 1987 ~ 

125. The results of the productivity model do not foreclose an ~ 
otherwise reasonable adjustment t~ the PG&E accounts reflecting 
labor expenses in the test year. 

126. ORA proposes an adjustment of $3,644,000 for gains on / 
sale of property. PG&E did not offer tes't.imony in rebuttal to-

ORA's proposed adjustment. 
127. Our practice in Edison's recent general rate proceeding, ~ 

for property originating in Accounts 101 and 103 and transferred to 
Account 121 prior to sale, was to allocate the gains between 
shareholders and ratepayers based upon the time the property was in 
rate base. 

12S:. A.S7-07 .. 041. is not a generic investigation. It is. a 
proceeding focusing on a specific financial transaction involving 
one utility. That utility is not PG&E·. 

129. The purpose of the internal corrosion program i8 to 
provide information regard.ing the integrity of the gas eoll~ction 
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system and to identify additional corrosion mitigation me~sures. 
PG&E acknowledges that the nu:mber of pumps, probes and dehydrators ,. 
to be installed cannot be deter.mined until further evaluation is 
made. PG&E's witness did not have personal knowledge of the status 
of the testing program. 

130. PG&E's request of $2,000,000 per year for the MCDonald 
Island Levee Repair is reasonable. 

131. PG&E has not clearly articulated why its estimate of the 
Pipeline Replacement Program expenses based on a ·job estimate" 
ratio is a more accurate predictor than a ratio based on recorded 
expenses~ In particular, PG&E has f~iled to explain how its 
estimate accounts for both the increase in San Fr~ncisco work and 

./ 
./ 

the systemwide decrease in miles of main and service repl~cements. 
PG&E has not met its- burden of demonstrating the need for its 
requested increase in M&O expenses. 

132. ORA's disallowance reasonably approximates the portion of ~ 
the AGA duos attributable to lobbying, contributions And 
advertising. 

133. PG&E's experts have not satisfactorily reconciled PG&E's 
decision to defer major gas meter installations in 1989 with its 
decision to accelerate the schedule in 1990. The schedule 
origin~lly proposed by PG&E to install 12 meters in 'the first year 
of the program is a reasonable basis for funding this project in 
the test year. It would be poor planning and unfair to the . 
ratepayers to authorize funding for more gas meters than may be 
needed or for more gas meters than can be installed in the test 
year. 

134. PG&E has not explained why it is reasonable to proceed 
with the operational phase of the residential automated meter 
program before it completes its technological asseSS~9nt of the 
five meter types. 

135,. The meter protection program is new and s:9E'cifie /' 
priorities and. details w.ill be worked out in conjunction with the 
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Commission's Safety Oivision. It is reasonable to approve 
$4,95S,000 for the first year of this program. 

136. The capital cost of new plant should be recorded when it 
becomes operational. In this instance, PG&E does not explain why 
five projects which were operational in 19S7 could not be included 
in an estimate of 19S5 plant preparea in the spring of 19S5. Nor 
were these projects listed in the update to the NOl, which was 
filed wit.h the application in December 19S5'. 

1'37.. PG&E had more than sufficient time to include plant 
placed in service in 1987 in its 1988' estimat.e of plant addit.iOns. 
Onder these circumstances, it is not reasonable to include these 
projects in the test year estimate. 

138. M1scellaneous abanaoned gas projects unaer $100,000 each 
are not listea or otherwise identified in PG&E'e testimony. PG&E 
does not explain how these projects meet the COmmission's criteria. 

139. In A~S6-12-095·we authorized $2,000,000 per'year for 
investigations and program development, including ongoing 
investigations of mAnufactured gas plant sites at a rate of at 
least ten sites per year. 

140. PG&E has only eight sites under active investigation, 
will initiate investigations at three sites in 1989 and anticipates 
investigations at three new sites per year thereafter. Although we~ 
authorized $2,000,000 per year for hazardOUS waste site 
investigations, PG&E spent an average of only $1,250,000 on site / 
investigations in 1987 and 1988. 

141. Ratepayers have already funded the investigation of 30 
sites in the last rate caso cycle. PG&E has not used all of the 
money previously provided for this purpo8e~ 

142~ Having found in both 0.86--12-095- and 0.88-09-020 that it 
is appropriate for PG&E to =ecover underground tank clean up 
expenses in base rates, there' is no need to reviSit the issue again 
in this proceed'ing • 
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143. In 1987 1,313 W/MBE f1rms rece1ved $102.7 million of 
bus1ness with PG&E, representi'ng 8.8% of totAl corporAte 
expenditures. In 1988, W/MBE firm rece.i.ved $152.0 million of work, 
or l2.2% of corporate expend.itures. PG&E MS s1gnificantly 
exceeded. its short-te:cn qoals of 6% part.i.cipation byminor1ty-owned 
enterprises and 5% participation by women-owned enterprises. 

144. PG&E'S estimated cost in establishing and m4int4.ining the 
W/MBE central clearinghouse of approximAtely $756·,000 (l990 $) for 
the 1990 calendar year is reasonable. 

145,. ORA conducted a limited review of the generAl structure 
and financial relationship between Enterprises and PG&E. 

146. PG&E currently applies its Standard Practice 117.l for 
billings to third parties to transactions with Enterprises, 
including overheads of 20% for nonproductive time, 29% for payroll 
taxeo, 14 .. 37% for 1n8urance and c(lsu(llty loss, and 26 .. 84% for A&G 
labor payroll additives and general office supplies and 
miscellaneous expense • 

l47. ORA recommends that the Commiss.i.on Adopt comprehensive 
guidelines governing intercompany transactions. ORA asks that the 
Comm!ssion order PG&E and ORA to jointly develop these guidelines 
using the guidelines in 0.88-01-063 as a basis. 

148. PG&E's rebuttal testimony did not spec1ficAlly address 
ORA's recommendation that the Commission adopt comprehensive 
guidelines governing intercompany transactions, but in its Reply 
Brief, PG&E proposes eight guidelines for Commission adoption. 

149. TURN recommends an audit to comprehensively evaluate the 
relationship betweenPG&E and Enterprises. 

\ 

150. Because PG&E's witness O'F14Mgan was not directly 
involved with Enterprises and because of his limited review of its 
operations., his testimony fAiled to fully explain the nature and 
scope of intercompany transaction, much less demonstrate 
conclusively why they are reasonable~ 
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151. ~here is insufficient evidence on this rec9rd for us to 
determine the proper allocation of costs between PG&E and 
Enterprises in 1990 or for us to adopt, at this time, guidelines 
relating to such allocation. 

lS2. ORA has not presented an adequate factual or analytical 
foundation to support its proposed capital related productivity 
adjustment .. 

lS,3. It is proper to amortize non:ecurring expenses which are 
incurred in the test year over the three-year rate case cycle. 
While PG&E may incur unforeseen expenses in attrition years, 
overcollection for nonrecurring test year expenses is not an 
appropriate source of revenue to, fund these increases.. Additional 
productivity and management acumen will offset activity growth, 
customer growth and new %l'IAndated programs during the attrition 
years. 

154 .. PG&E and ORA largely agree on the basic RD&D :budget 
presented in Exhibit 13-B. 

lS5,. TORN recommends red.ucing PG&E's RD&D budget b'tJ $1,930,000 
to reflect the cost of research designed to :benefit Enterprises. 

15&. PG&E's resource plan is intended. to :be a least-cost plan 
with additions tested for cost-effectiveness. The purpose of ORA's 
resource plan is primarily to teet the coet-effeetiveness· of 
demand-side management programs. 

157. For its long-term resource plan, PG~E developed its own ~ 
load forecast for the test year with increasing reliance on the 
CEC's ER-7 demand forecast until the forecasts for 199$ and beyond 
are entirely derived from ER-7. 

158. PG&E's natural gas demand forecast is :based on material 
filed. in the 1985 California Gas Report. 

159. In an attempt to narrow,the disputes a:bout production 
cost models, we have developed procedures to help the parties 
isolate the real differences between them,. 
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160. The CEC has determined that the planning assumptions of 
ER-7 should take SOO MW of spot capacity into account. 

161. In ER-7, the CEC determined that firm capacity would 
amount to 70S MW in the test year, declining to 215 MW by 2007, for 
PG&E's service area. 

/ 

/ 

162. For PG&E's service area, the CEC identifies pending ~ 
resources total -39 MW for the test year, increasing to 500 MW by 
1994. 

16,3.. The California-Oregon Transmission Project (COTP) is 
proposed as a joint project of several municipal and investor-owned 
utilities .. 

164. The CEC in ER-7 includes 848 MW of the municipal 
utili ties' portion of CO'l'P. 

16.5,. Northwest power will be cheaper when it is more 
plentiful, and more expensive when there is greater demand for it. 

166. PG&E assumes that the Northwest Intertie will be fully 
loaded with contracted firm capacity and purchased spot capacity 
both for the test year and in the long term. 

167. PG&E includes sales from P",cific Power and Light to SM'OO 
in its estimates of surplus energy available from the Northwest. 

16·8. PG&E performed its· own analysis of expected c",pacity from 
OFs and self-generation, rather than relying on the 'CEC's figures. 
ORA relied on an analysis prepared by a consultant to the CEC. 

169. PG&E's long-term resource plan for this proceeding 
includes 2,700 MW of generic additions of baseload resources by 
2007. 

170. ORA derated the Helms facility by 395 MW because of the 
plant's poor reliability record during past peak periods. 

/ 

/ 
./ 
/ 

Equipment that will permit peak operatio,n of ",11 three units at thj 
Helms plant has been installed.. " 

171., PG&E includes in, its resource plan 1&7 MW of' upgrades 
associated with relicensingo£ its hydroelectricf",cilities • 
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the 
172. In June 1989, voters decided not to allow SHOO to operate 
Rancho Seco nuclear power plant. 
173. SMUD has capacity contracts with both PG&E and Edison 

that could be drawn on in the short term to replace Rancho sec~'s 
capacity. 

174. ORA has recommended higher levels of OSM funding than 
those underlying the CEC~B recommendations inER-7 on the level of 
uncommitted OSM. 

175,. ORA pr.i.ces as-available QFs at the IMl':gina1 costs 
generated by the ELFIN simulations. 

./ 

176. ORA's projections of fuel prices show 0 convergence of 
the dispatch price and average price of 90S. 

177 • ORA' 5 forecasted average gas prices appear to. be more 
reasonable than PG&E's. 

178,. ORA recommends procedures to follow when results of 

/ 
/ 
/ 

/ production cost models are in issue. 
179. ORA uses four blocks to model the capacity of the Oiablo 

Canyon nuclear power plant., ORA's approach is consistent with the 
data from CEC's common forecast.ing methodology (CFM) proceeding.. / 

180. In its modeling, ORA uses PG&E's load shapes for 1990, 
but relies on the load shapes used by the CEC in ER-7 for later 
years. 

181. PG&E includes all of Helms' capacity in arriving at its / 
spinning reserve requirements. 

182. ORA derives dispatch costs for gas-fired unite, and uses vi 
production costs for dispatch purposes for all other types of 
generation. /. 

183. Calculation of the ERI compares the utility'S target 
reserve margin with the reserve margin resulting from forecasts of I 
the utility'S demand and resources for individual years. 

184'.. In calculating the ERr, all concerned parties agreed to 
use the demand forecast developed' ~ the CEC for ER-7 • 
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185,. 
margin of 

186. 

., 'I 

The parties agree that the CEC's adopted target reserve 
17.5% should be used to calculate the ERI. ' . 
0.89-06-048 adopted a formula for calculation of the ERI 

that differs slightly from the one PG&E and ORA used in their 
original testimony. 

187. 0.89-06-'048 chose an exponential, rather .than a linear, 
'formula, adopted a floor value of 0.4, and required use of the 
target reserve margin the CEC adopted in ER-7. 

188. Use of the 17.5% target reserve margin of ER-7 and the 
associated "'age-derating" of capacity from oil- and gas-fired 
generating plants reduces the capacity o·f these plants in PG&E's 
service area by a cumulative total of 489 MW by 1992. 

189. The determinations of this decision result in the ERIs 
shown in Appendix H. The average for the six years beginning with 
the test year is 0.418. 

190. ORA recommends adjusting marginal capacity and customer 
costs for franchise fees and uncollectibles (FF&U) • 

191. TORN points out that the general plant loading factor 
(GPLF) used by PG&E improperly included costs related to gas 
distribution. 

192. PG&E and ORA agree that use of the annualized cost of a 
combustion turbine results in an estimate of marginal generation 
capacity costs of S55.69/kW-yr. 

193. 'rhe ERI was originally developed as a way to adjust the 
capacity prices paid to QFs to reflect the value of the additional 
capacity supplied by QFs to· the utility'S system. The ERI was 
developed to offer a way of reflecting the value of additional 
capacity to the system over a range of relationships botween 
resources and demand. ' 

194. Taking the six-year average ERI suggested by ORA for use 
in revenue allocation and rate design provides n~t only rate 
stability, but also a reasonable balance between long-run and 
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short-run assessments of the need for and cost of generation 
capacity. I ' 

195·. ORA agrees with PG&E's basic estimate of marginal 
transmission capacity costs of S32.19/kW-yr., adjusted for 
franchise fees and uncollectibles. 

196. The distribution system performs both a capacity or vi' 
demand-related function and a customer access function. / 

197. ORA and TORN agree with PG&E's final estimate of marginal 
primary distribution capacity costs of $52.S4/XW-yr. 

198. PG&E believes marginal secondary distribution costs have ~ 
a demand-related component that should be reflected in margL~l 
capacity costs. PG&'E calculates this demand-related cost to be 

$6.81/kW-yr. / 
199. Marginal secondary distribution capacity costs c~n be 

viewed as a measure of variance, of the extent to which planning 
secondary distribution circuits on the basis of aver~ges results in 
some undersized circuits. ~ 

200. TORN pointed out that the estimates of customer accounts 
and collections costs related to marginal customer costs included 
three different errors totaling about $16.5 million. ~ 

201. In calculating marginal customer costs for the 
residential, agricultural, and small light and power classes, ORA 
adds a 3% vacancy factor to customer-related investments .. 

202. ORA. and PG&E agree that marginal customer costs. should / 
reflect the characteristics of typical installations in the 
standing stock of existing installations for the residential, 
agricultural, and small light and power customer classes. ~ 

203. PG&E's· es·timates o·f the marginal customer costs for the 
medium light and power class. and the primary and secondaz'y level of 
Schedules E-19 and E-20 are consistent with our deciSion to 
allocate the bulk of secondary' dis.tribution O&M' costs to· margiMl 
customer costs. 
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204. PG&E based its estimate of tr~nsmission level customer 
costs for Schedules E-19 and E-20 on recorded data from 2& job 
estimates of tranemission level customer connections. Other 
parties objected to the inclusion of the COBt of dedic~ted line 
extensions as not reflecting the costs of providing access to 
typical customers. / 

/ 
205,. ORA believes that certain costs common to all 

streetlighting customers should be treated as customer-rel~ted. 
206,. The customer accounting costs developed. in the 

streetlight facility cost study are more accurate than those used 

~~. / 
207. PG&E' s preferred model is PROMOO 27 .. 9'; ORA prefers ELFIN 

1.. 7 .. 

I • 

208. TORN argues that using only the commod.ity cost / 
understates the true cost of gas and the resulting marginal energy 
costs. 

209. 'l'URN proposes that the marginal energy cost calculation ~ 
should reflect the cost to society of the oxides of nitrogen (NOx) 
produced by power plants that burn fossil fuel$. ' 

210. PG&E proposes to split the existing large light and power~ 
class into two, new classes. The new E-20 class is for customers . 
with maximum demands of 1000 kW or more and includes Schedules 
E-20, E-24, E-2S, A-R'l'P-20, $, and special contracts with large 
customers. 'l'he new class E-19 covers customers with maximum 
demands of 500 to 1000 kW and' includes Schedules E-19, A-R1'P-19, 

. / and S. 
211. PG&E agrees with DRA's recommendations on calculation of 

class coincident demands. 
212. Many factors, other than daily cycling, can affect O&M 

costs. 
213. For the residential and small light and power classes, 

the fin~l line transformer typically serves more than two 
customers~ 
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214. A single agricultural customer can have multiple 
accounts, and the diversity of the accounts is accurately reflected 
oy measurements of maximum demand at the final line tra~former. 

215. A new generating plant may be more reliable than the 
existing mix of :cesources and may pe:rmit a dec=ease in the ~get 
:cese:rve ma:cgin. 

216. When a utility's actual :ceserve ma:cgin is well above its 
ta:cget reserve margin,. an increase in demand does not require any 
addition to reserves. 

217. In, this case, all parties endorse the EPMC approach to 
interclass revenue allocation with limits (caps and floo:cs) to 
moderate the rate effects on particular classes. 

217a. The agricultu:cal class is still in the midst of a 
widespread conversion to TOU :cates, and it is reasonable to expect 
that TOU will change the usage characteristics of this class. 

218. Revenues from special contracts often differ f:com the 
:cevenues that would be collected if customers with special 
cont:cacts were served under the appropriate ta:ciffs. 

219. Removing all sales and :cevenues associated with special 
contracts from the allocation process leaves the relationships 
among the other classes unaltered. 

220. In PG&E's last general rate case we distinguished between 
revenues from tariff rates that recover the types of costs that are 
included in the revenue allocation (allocated revenues) and 
revenues that reflect other types of costs or savings (nonallocated 
revenues). 

221. Schedule AG-S applies to a large group of customers, with 
many varying circumstances. 

222. The rate for Schedule AG-5 is close to marginal cost. 
223. The agricultural class has a greater fluctuation in sales 

than other classes. 
224. Generation reliability problems affect all customers 

equally, not just rural customers .. 
22'S. PG&E and ORA differ in their estimates of. the usage 

characteristics and number of customers on the new :cesidential 1'00 

schedules.. DRA re·fined a number of PG&E"s assumptions • 
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226: Customer acceptance is a consideration that should 
outweigh economic correctness in evaluating the customer charge. 

227. PG&E proposes a reduction of the differential between 
Tier 1 and Tier 2 residential rates by 50%. ORA proposes a tier 
differential reduction of 10%. 

228. PG&E and ORA agree on four principles for the calculation 
of baseline quantities. First, baseline quantities should be 
established at the maximum allowed under Public Utilities Code 
S 739. Second, four years of billing data should be used to 
calculate the target quantities in this case.. Third, in the next 
general rate ease, temperature-adjusted data should be used instead 
of multi-year averages. Fourth, target quantities for master
metered dwelling units should be set by reducing the corresponding 
individually metered quantity by the ratio of master-metered usage 
to average individually metered usage by end-use, season, and 
climate zone. 

229. If the minimum bill were not reduced by 15%, the :LIRA 
discount would be lost to low-income customers who consume less 
than the amount allowed by the minimum bill. 

230. Schedule OL-l provides outdoor lighting for customers 
other than governmental entities. 

231. PG&E thinks the summer on-peak to off-peak ratio for 
Schedule E-7's rates should be set at 80% of the full EPMC level. 
ORA believee that all pertinent rate differentials should move 
halfway from current relationships to EPMC-based differentials. 

/ 
/ 

TURN proposes a revenue-neutral on-peak rate. 
232. PG&E proposes a new Schedule E-8 with a customer charge 

based on full EPMC, seasonally differentiated energy charg'es, and 
/ 

no baseline credit. I 
233. ORA proposes a new Schedule E-9 that resembles Schedule 

E-7. However, the new schedule would have a, custome: charg'e based 
on full EPMC, ener~ rates derived from EPMC-based seasonal and ~OO 
differentials, and no baseline discount. 
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234. ORA has projected that Schedule E-9 will attract only 
1,490 customers in 199'0. 

235·. PG&E conducted new cost studies and developed its ../' 
proposed master-meter discounts from them. 

236,. OVer 36%, of the Schedule E'I' bil18 hAd. 4ver49'0 ro.t08 th4t V' 
were less than or equal to the ECAC rate, and 27% of the Schedule 
G~ bills had average rates that were less than or equal to the co~eJ 
weighted average cost of gas (WACOG) rates. 

237. 'PG&E uses a vacancy factor to reduce the component of the 
master-meter discount associated with customer accounts. WMA 
applies the vacancy factor to the investment the master-meter 
customer has made in the equipment that provides service to the 
tenants. ~ 

238. The master-meter customer could benefit unfairly from the 
diversity of tenants' consumption patterns by purchasing some power 
at Tier 1 rates and reselling it at Tier 2 rates. 

239. PG&E agreed to recalculate the diversity benefit 
adjustment to master-meter discounts to reflect the baseline 
quantities and rates that result from this case and related 
proceedings .. 

240. The joint study on line losses of sUbmetered mobilehome 
parks, as contemplated in 0.86-12-091, was not undertaken. The ALJ 

,/ 

directed PG&E and WMA to develop a joint study on line losses, as 
had been previously ordered by the Commission. 

/ 241. Losses for PG&E's entire second~ distribution system, 
including trans·formation from the primary to secondary level, 
average 3·.61%. 

242. Estimates of line losses of submetered mobilehome parks / 
can be based on the annual average secondtt.l!y distribution level) 
loss adjustment PG&E used in its marginal cost studies in this 
case. 

243. PG&E's master-meter discount study shows that the 
marginal consumption of 9 of the 23 parks stud'ied'l' or 39%, was 
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within Tier 1 anQ that roughly 80% of total consumption was within 
Tier 1. 

244. We determined in 0.88-09-02$ that RV parks could qualify 
for baseline allowances if they rent at least 50% of their spaces 
on a month-to-month basis for at least nine months of. the year. RV ~ 
parks that meet these criteria are also eligible for service on ~ 

Schedule EM. 
245. Current marginal customer costs for the small light and 

power class are well above the levels of the current customer 
charges or the charges recommended in thie caS8p 

246. ORA demonstrated in PG&E's last general rate ease that 
the costs of replacing direct current meters for customers on 
Schedule A-15· would be equalized over time at $7.80 per month. 

/' 

/ 247. The recommended customer charges for the medium light and 
power class are well below estimates of marginal costsp 

248. PG&E proposes to establish a two-tier energy charge for 
Schedule A-10 instead of the current flat rate • 

249. The customer may interpret PG&E's proposals for SChedule 
A-10 as a signal either to reduce demand or to increas~ overall 
consumption. 

25·0. In 0.86-12-091 in PG&E's last general rate case, we 
required PG&E to offer conjunctive billing to, schools. 

25·1. The first workbooks on conjunctive billing were not ./" 
mailed to schools until February 1988. 

252. PG&E proposes to divide Schedule E-20 into two schedules .. 
The new Schedule E-19 would serve customers with maximum demands of 
between 500 and. 1000 )cWo. Schedule E-20 would continue to apply to 
customers with more than 1000 kW of maximum demandp 

253. ORA's reeommendations for customer charges at the pr.i.m4ry 
and secondary distribution level of Schedules E-19 and E-20 make 
reasonable progress toward marginal cost without undue effect on 
customers·" overall rates .. 
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254.. ORA's approach to maximum demand chArges has the virtue 
of treating all voltage levels consistently, and it makes 
substantial progress toward EPMC. 

25,sO' The recommendations of ORA for calculatillg the on-peak 
demand charge move significantly toward EPMC without causing undue 
increases for any voltage level. 

25·6. In 0.86-12-091, we adopted an average rate limiter for 
summer rates for customers connected at the pr~ and secondary 
levels. In this case, PG&E and ORA propose to· develop separate 
limiters for Schedules E-19 and E-20 and to increase the average 
rate limiter to 25% above the average summer rates at the soconclary 
level of those schedules. 

257. 'rhe on-peak rate limiter was adopted in 0.86-12-091 to ,/ 
mitigate the bill effects of changes in revenue allocation and rate 
design on extremely low load factor customers, including sundby t/'" 
customers that have low on-peak energy usage. PG&E agrees to use 
ORA's model to set on-peak rate limiters. / 

258. Nonfi:rm service allows PG&E to be able to reduce demand 
from certain customers at key times, particularly when high system 
demand, transmission and distribution system overloads, or 
equipment failure jeopardizes PG&E's ability to meet its customers' 
need for electricity. 

259. PG&E, ORA, and CLECA agreed on a proposal for resolving 
the treatment of nonfi:rm services in this ease. 'rhe proposal was 
presented as a jOint exhibit (Exhibit 88) in the updAte phatse of 
~~~~p. / 

260. If the costs of nonfirm options exeeed the marginal costs 
of coincident demand-related capacity, it would be cheaper for the 
utility to go- ahead and obtain the extra capacity at the marginal· 
cost than to pay the more costly incentives to nonfirm customers 
for the same amount of capacity. ~ 

261.. Only 0.06%· of coincident demand~related capacity costs 
are imposed by nonf~ customers.. ~ 
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262. Because of the ~bility of the current curtaila}:)le opt.ions ../ 
to avoid coincident demand-related costs, greater value, and a 
qreater incentive, should ]:)a aSSigned to this element than to 
interruptibility or economic dispatch. 

263. Nonfirm customers connecting at the distribution level ./ 
avoid additional costs associated. with coincident demand, a portion 
of the marginal primary distribution capacity costs. 

264.. 'rhe value of interruptible serviee is related to system- / 
wide disturbances, and" the same incentive should apply rega:r:dless 
of voltage level. 

265,. All extended cont:r:acts for nonfirm serviee will expire 
before the end of this year. 

2&6. Simultaneous telephone and printed notifieation of 
curtailments has imp:r:oved the effectiveness, speed, ancl accuracy of 
PG&E'e notifications. ~ 

267. No customers have signed up for service under Schedule 
E-24, and only one customer receives serviee under Schedule E-2S p / 

268. ACWA proposes an experimental Schedule E-11 that would 
have an on-peak period of three hours, rather than six, and an 
increased on-peak energy rate. 

269. In 0.86-12-091, we adopted a billing adjustment factor of 
85% for standby customers. 

270. The present average rate limiter applies to all customers 
on Schedules E-19 and E-20 except those taking standby se~ice. 

271. The lack of an average rate limiter has a particularly 
detrimental effect on small cogenerators. 

/ 
/ 272. Customers who operate their own generators in parallel 

with PG&E's system are required by Rule 21 to be responsible for 
the costs of inte:r:connection facilities. The customers mAy either 
install, own, and maintain the facilities directly, or they may pay 
PG&E to supply these services. 

273. Custome:r:s' interconnection faci11ties may Also ]:)a ~ 
adequate to supply the customers with standby power ... 
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274. ORA recommends that in future general rate cases, PG&E ~ 
should d.t~'ferentiate between backup f mainteMnce, and supplemental 
service for all standby customers. The only way to distinguish 
between the types of standby service is by metering generator 
output. 

275. Schedule S currently provides for up to 300 kW of free / 
contract capacity for customers with generators'powered by sources 
other than fossil fuels. PG&E and DRA recommend ter.mination of 
this experimental allowance, because customers should be charged on 
the basis of costs, whatever the technolo~f of their generators mAy 
be. 

276·. PG&E proposes two experimental schedules, Schedules EO-19 
and ED-20, for eustomers in special enterprise zones established by 

the State of California. / 
277. The agricultural class is· farther away from EPMC, as 

calculated from current marginal costs, than any other customer 
class. 

278. Both ORA and PG&E recommend a $10 monthly customer charge 
for agricultural accounts. 

/ 

/ 279. Both PG&E and ORA agree that the increase to maximum 
demand charges to Schedules AG-l, AG-R, AG-V, and AG-4 should be 
capped consistently with the overall percentage cap 'used in 
intraclass rate design. ORA caps the increases to: these schedules 
at five percent over the total cap on int:raclass and interclass ~ 

agricultural revenue allocation. ~ 

28:0. For Schedules AG-SB· and AG-SC, the max~um demAnd charges 
currently exceed an EPMC-based allocation of noncoincident capacity 
costs plus customer costs. 

281. On-peak demand charges for agricultural '1'0'0 schedules can 
be set at EPMC levels without undue effects on bills. 

282. The demand charge limiter was extended to the 
agricultural class in 0 .. 87-04-028:.· 
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283. Demand meters are not installed for agricultural accounts 
on the "'A It series ~ " One of the components of the calculation of the 
demand charge limiter, the seasonal billing demand,. CAnnot be 
deter.mined without a demand meter. 

284. ORA recommends increasing the demand charge limiter ~ 5% 
over the cap used in the intraclass revenue allocation within the 

../ 
agricultural class. -

285-. Assigning Sehedules AG-5B and AG-5C their full EPMC 
aharea of the agricultural class' revenue allocation result~ in a 
rate that is above marginal cost but competitive with diesel- or 
liquid petroleum-fueled pumping. 

./ 

286. 'rhe minimum bill creates adverse and unintended 
consequences for customers on the AG-5 schedules. 

287 • Schedule AG-6 was established as an inter1m schedule to ./ 
accommodate customers who were waiting for the installation of 'rOU 

I 

meters needed for service on Sehedule AG-S·. 
288. For customers requesting serviee on Schedules AG-4, AG-V, 

or AG-R, the backlog was 783 'rOU meters as of the end of May 1989. 
'rhe current average delay between a eustomer's reque3t for a TOO 
schedule and installation of a 'rOU meter is 30 days. 

/ 

289. 'rhe parties differed on how to develop streetlighting 
facilities ehArges.. PG&E relied on the method adopted in its last 
general rate ease deCision, the original cost less depreciation
replacement cost new (OCLD-RCN) method. Cal-SLA and DRA support an 
approaeh designated as the replacement cost new-economic carrying 
charge (RCN-ECC) method~ 

290. PG&E's recommended A&G factor was developed speeifically 
for the streetlighting class for use in calculating maintenance 
charges. 

291. Because of a miscalculation in PG&E's last general rate 
case, the facilities charges PG&E proposes in this· case are 
considerably higher for some customers than present charges • 
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~. 

~ 292. PG&E's cost of painting streetlightinq poles averages 

• 

• 

$ 0 .82 per pole per month. 
293. High pressure sodium vapor facilities served under 

Schedule LS-l, Class B would be charged identical rates if they 
were served under Class A. 

294. ORA proposes ~Fundinq, Evaluation, and Implementation 
Principles II' (FEIP) for OSM. The FEIP consist of fJome 6S individ~l 
tenets covering all aspects of PG&E's current DSM progrAm ... 

295-. We have stated a series of prinCiples for evaluating DSM 
programs in the various decisions we have made on DSM !ssues over 
many years. Many of tho tenets of the FEI? are restatements of 
policy doterminations we have already made. 

296·. The current relation of margl.n4l costs to average retail 
rates leads to low Denefit-cost ratios for the RIM. 

297. PG&E proposes to consolidate the existing Direct 
Weatherization, Low-Cost Weatherization, and Community 
Weatherization programs under the 'rCDAP to reduce administrative 
costs and improve the Direct Assistance proqrams" cost
effectiveness. 

298. Because of the high cost of retrofitting, the cheapest 
ttme to extend gas lines into new developmonts is when they are 
under construction. 

299. Under the 'rRC test, incentive proqrams have very high 
Denefit-cost ratios. 

300. Spending on the Energy Efficiency Incentive program 
dropped consideraDly in 1989 compared to 1988·. 

301. The A=ea Development Proqram is part of a COOrdiM.teci 
effort on the state and local level$ to stimulate economic growth 
in certain depressed areas. These economic benefits, in 
combination with the relatively small amount devoted t~ this 
program, outweigh concerns. aDout 'long-te:r:m· -costs.. . 

r ..... inciivl.ciUal service contracts that has: occurred in recent years will) 
'- continue in 1990 and'beyonet •. 
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302. There is no reason to believe that the rapid increase in 
individual service contr4cts that,'has occurred- in recent years will 
continue in 1990 and beyond. 

303. Shade trees reduce the need for summer cooling in two 
ways. When they are p14nted next to buildings, they shelter the 
structure from the sun's r4Ys. In addition, shade trees help 
dissipate "'heat islands," which raise the temperature of urban 
areas several degrees. during summer days and thus increase the 
demand. for cooling. 

3·04 • Comp4ct fluorescent lighting is at 4 technical and 
economic level where it could make a substantial contribution to 
reducing the electricity consumption of lighting •. 
COnclgsions of Law 

1. The Commission Advisory and Compliance Division shall 
investigate the extent to whieh conservation has led to reduced 
baseline quantities. The report of this investigation will be due 
on April 1, 1990 • 

2. PG&E should do everything permitted by existing labor 
contracts to assign bilingu4l workers to offices that serve Areas 
with a substantial population of customers who speak only a foreign 
language. In addition, when labor contracts come up for 
negotiation, PG&E should seek to obtain some flexibility in 
aSSigning bilingual workers to offices where their linguistic 
skills are needed. PG&E shall continue to work with the Public 
Advisor's Office to develop notices that are meaningful to those 
who do not speak English. 

3. The increases in rates and charges authorized by this 
decision are just and reasonable and should be adopted. 

4. The agreed-upon labor escalation rate of 2.75% in 1988 
and 1989, and the agreed-upon non-labor escalation rates of $.17% 
for 1988 and 4.6% for 1989 are reasonable and should be adopted. 

5~ PG&E should be authorized to, recover PG&E~8 estimated 1 
costs for a share in the HVDC expansion project, subject to- refund • 
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6. PG&E's progress in rewriting the CIS should be reviewed 
in the next general ra~e case. 

7. The guidelines for plant held for future use, as set 
forth in Appendix L, are reasonable and should be adopted. 

8. All costs of owning and operating Diablo Canyon should be 
segregated, without consideration of those costs which might have 
been incurred :by PG&E regardless of the existence of the facility. 

9. All costs of owning and operating Diablo CAnyon should be 
segregated, including costs incurred at the highest mAnagerial 
levels. 

10. PG&E should be required to conduct a current, full-scale 
use study of expenses booked to Administrative and General 
Accounts, and to carefully and completely allocate such expenses 
between Diablo Canyon and other operations. PG&E should be 
required to carefully develop a written format,. to review the 
format with DRA and other interested parties, and to obtain 
itemized, documented responses from all departments, officers, and 
mAnagers who record expenses in A&G accounts. 

11. All costs incurred by PG&E in preparation of the use 
study, as well as for participation in the workshops, and further 
proceedings on this issue, shall be charged to Diablo canyon. 

12. Pending a complete, current use study of Diablo Canyon-
related A&G expenses, the interim allocation of expenses as set \ 
forth in this decision, should be adopted. 

13. The costs of initiatives to meet'two of the three ~main 
corporate priorities", Diablo Canyon and' unregulated business 
investments, are not an appropriate cost of service. 

14. 0.88-12-083 requires all costs 1ncurrocl a8 a result of 
operating Diablo, Canyon to be segregated; not just the direct ~ 

salAry of Diablo Canyon employees, but also the salary', expenses 
and incentive bonuses paid to, other PG&E employees (sueh as those 
in Corporate Communications) who devote time or effort to tMs 
corporate priority • 
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15·.. PG&E should be required to conduct a facility-by-facility 
use study of eommo~'plant in order to determine the amount of 
common plant which is properly allocated to Diablo Canyon .. 

16·. PG&E should be required to maintain strict segregation of 
all costs incurred in pursuing unregulated business activities, 
both the direct salaries of Enterprise employees and the salaries 
and expenses of other employees who contribute to this effort .. 

17. The utility bears the burden of proof of reasonableness, 
not only with respect to the planning and conduct of a given 
abandoned project, but also'regarding the cancellation, which must 
have occurred promptly when conditions warranted. ~he utility must 
demonstrate that the project whieh it ultimately abandoned was 
reasonable throughout the project's duration in light both of the 
relevant uncertainties that then existed and of the alternatives 
for meeting the service needs of its customers. 

18.. PG&E, in its present application has not met its bw:den 
of showing that these abandoned projects satisfy the criteria 

/ 

established in D.83-12-068. V 
19.. There is no need for an annual review of the costs and 

benefits of the SHOD contract prior to the next general rate ease. 
Revenues from discounted sales will be included in authorized base 
revenues, subject to ERAM .. The value of discounted'sales revenues 
will be $49,6·36,000 .. 

20.. DRA~s labor adjustment to normalize 1987 labor expenses 
is reasonable and should be adopted. 

21.. The adjustment recommended by DRA to PG&E compensation is 
based on an inadequate salary survey and should not be adopted. 

22. PG&E should be required effective Janua~ 1, 1990, to 
itself directly translate account information before s\wm.1.tt.ing 
accouunting information to the Commission. Such translAtion should 
be done promplty, and should be excused· only with the express 
consent of the Commission staff .. 
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23. PG&E should be required to follow specific procedures, as 
set forth in'~his decision, to ensure that the accounting system 
which is developed fully meets both the needs of PG&E management 
and our needs of effective and timely regulatory oversight. 

24. PG&E should be required to complete its investigation of 
the manufactured gas plant sites it now owns, approximately 31, 
prior to filing its next general rate applic~tion. 'PG&E should be 
excused from undertaking or completing an investigation at a 
particular site only if it can document that the delay is caused by 
factors outside of its control, or if the responsible oversight 

/ 

agency concurs in the decision not to further investigate a 
particular site. • ~ 

25. PG&E should be required to file an annual report on the V 
meter location progr~ with the Commission's Safety DiviSion, in 
the same format and filed at the same time as the annual report on 
the pipeline replacement program which PG&E submits pursuant to 
0.86-12-095·. 'rhe first annual report on the moter replacement 
program should be filed MAy l, 19·9l. /' 

26,. A special burden is borne by the applicant in a rate case 
to demonstrate conclusively not only that affiliated intercompany 
transactions are reasonable in that they do not create a burden on 
the consumer, but that the affiliated relationships'afford the 
maximum gains in efficiency or prOductivity and the greatest 
savings in costs to· the consumer. 

, 
27. 'rhe Commission should direct an independent audit of PG&E 

and PG&E Enterprises to determine, among other matters, (l) the 
transfer of goods and services between PG&E and Enterprises, 
(2) billing, financial and recordkeeping practices, (3) cost 
allocation, and. (4) personnel practices. 

28.. It is reasonable to· adopt an RO&D budget for the test 
year of $36·,732,000, broken down. into $29',&90,000 for electricity 
and $7,042,000 for gas • 

- 440 -



• 

• 

• ' 

A.88-12-00S, 1.89-03-033 1V.J/BTC,c;LW/jc ALT-COM-SWH 

29. For purposes of this proceeding, the long-term resource 
plan should reflect' the load forecast developed by PG&E, reduced by , . 
the effects· of the DSM program we authorize. 

30. The long-term plan developed for this case shoula include 
a cons·ideration of the spot market for capacity from the Northwest, 
which has proved to be a reliable and cheap resource in recent 
years. The resource plan should include 500 MW of spot capacity. 

31. The resource plan should reflect the CEC's findings on 
the amount of firm capacity PG&E will be able to'purchase from the 
Northwest under existing contracts., 

32. ~he resource plan used in this proceeding should include 

/ 

/ 

/ 
pending resources as firm capacity. / 

33. For the purposes of this proceeding, the CEC's assumption 
that the municipal utilities will have 848 MW of CO'l'P's capacity 
available to them is reasonable. j 

34. DRA's approach to pricing Northwest power is reasonable 
and consistent with our t:eatment of this issue in recent years, 
and is supported by the behavior of sellers over the past few 
years. 

35. ./ 
reasonable for this proceeding. / 

36. The sales from Paeific Power and Light to'SMUD should be v/ 

/ 
included in the estimates of the Northwest's surplus energy. 

37. The approach taken by the CEC in ER-7, which split the 
difference between DRA's (and CEC's staff) and PG&E"s estimates of 
capacity from QFs and self-generation, is reasonable. ~ 

38. Generic resources should not be included in the resource vr 
plan for purposes of general rate case~ 

39. The full capacity of Helms should be included in the 
resource plan for this" proceeding. 

/ 
/ 40. The capacity upgrades associated with relicensinq of 

PG&E's hydroelectric facilities should be included in the resow=ee 
plan • 
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41. The status of Rancho Seco should be reflected by redUCing~ 
the resources available to' PG&E by 600 MW. I' 

. 42. The savings from DSM included in the resource plan should ~ 
be those associated with the DSM funding adopted in this. general 
rate ease. 

43. The demand forecast used in this proceeding should 
reflect net first-year savings of 51.7 MW of peak capacity ana 408 
GWh of energy-

44. ORA's approach to pricing as-available OPs is reaSOnAble.~ 
45. ORA's projections of fuel prices are reasonable • ..,/" 
46. ORA's recommended modeling procedures are reasonable as 

guiaelines for the way issues relating to production cost models 
should be addressed, but the administrative law judge should hAve 

~ 

the discretion to establish deadlines for these steps ana to alter 
this procedure to fit the circumstances of a particular case. 

47.. ORA's approach to modeling the capacity of the Diablo /' 
Canyon nuclear power plant is reasonable • 

48. ORA-'s monthly load shapes are reasonable for modeling ./ 
purposes. 

49. Spinning reserve requirements should reflect all of ~ 

Helms' capacity .. 
5-0. Production costs present a more accurate picture of the /' 

system's operation, and DRA's pOSition on modeling dispatch coets 
is reasonable-. 

51. PG&E has sufficient resources to meet expected demllnds. 
for the near future, and no PG&E-owned additions are proposed for 
the test year cycle. 

v 

5·2. the assessment of the neecl for new resources should be 
performed in the Biennial Resource Plan Update proceeding, and the 
resource plan used in the general rate case is not precedent for or 
binding on the resource plans developed in the BRPO • 
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• 53. :l'he capacity assumed for oi1- and gas-fired generating ./' 

e 

e, 

units should be adjusted to reflect age-deratings t~t contributed 
to the CEC's decision to lower the target reserve margin to' 17.S~. ~ 

54 • The calculation of the E1U for use in this. ease should v'" 
reflect determinations of this decision. 

55·. ORA's adjustments for franchise fees and uncollectibles 
are reasonable. 

56. General plant loading factors of 9.21% for marginal 
distribution capacity and customer costs, 3.69% for marginal 
transmission capacity costs, and 2.10% for marginal generation 
capacity costs, are reasonable. 

/' 
/' 

S7~. 'After adjustments for FF&U, a reaso~le estimate of ~ 
marginal generation capacity cost is $56.17/kW-yr. ~ ~ 

SS. It is reasonable to adjust the full annualized cost of a ~ 
combustion turbine of $SG.17/kW-yr. by the six-year average ERI to 
develop the marginal generation capacity cost used for revenue 
allocation and rate design. 

59~ After adjustments for FF&U, a reasonable estimate of 
marginal transmission capacity costs is S31.S0/kW-yr. 

60. After adjustments for FF&U, a reasonable estimate of 
marginal primary distribution capacity cost is SS3.00/kW-yr. 

6l. After adjustments for FF&U, a reasonable estimate of 
marginal secondary distribution capacity costs is $G-.87/kW-yr. 
This figure should be examined in the next general rate ease. As 

background to that examination, PG&E should perform a study on the 
expected need to upgrade modern distribution facilities because of 
load growth. 

6·2. PG&E and ORA.' s general appro4ch to JXUU:'ginal customer 
costs is reasonable. 

63·. A small part of secondary distribution O&M costs should 
be allocated to capacity. The remainder and the bulk of these O&M 
costs should be allocated to marginal secondary distribution 
customer costs,.' 

- 443 -



• 

• 

• 

A.88-12-005, I.89-03-033 ALJ/BTC,GLW/jc AL'l'-COM-SWH 

64. Use of the st~nding stock approach to develop the 
characteristics of customer costs is consistent with margi~l cost 
principles. 

65,. PG&E'S revised J1l4%'ginal customer cost" for medium light 
~nd power class and the primary and secondary voltage levels of the 
large light and power class, adjusted for ORA's recommended vacancy 
factor and FF&U, are reasonable. 

66. The costs of customer line extensions should be excluded 
from the calculation of transmission level marginal eustomer eosts. 
As a reasonable estimate of tr~nsmi88ion level marginal customer 
costs is 

67. 
customer 

68. 

$49,777.2'; per customer-year, ~djusted for FF&'O. 
DRA's approach will most accur~tely reflect the marginal 

costs of tbe streetlighting class. 
The cUBtomer ~ccountin9 costs of the streetlight f~cility 

cost study should be used to, develop marginal customer costs for 
the streetlighting class. 

69. Both PROMOO and ELFIN are acceptable for purposes of 
calculating marginal energy costs using the Zero- Intercept Method. 

70. For the purposes of this rate ease, we will cefine the 
gas portion of marginal energy eosts to- be all components of the 
UEG rate except customer eosts. The method we ~dopt here should 
also be considered interim ~nd subject to revision when we develop 
better approaches to defining mar9in~1 costs for n~tur~l gas. ~ 

71. Focusing on only one element of marginal cost while ~ 

ignoring others leads to distortion in 'the cost relationships among 
all the marginal cost components. 

72. The marginal costs set forth in Appendix Hare 
reasonable. ~ 

73. TORN's proposed NOx adder to marginal energy costs should v' 
not be ~dopted. /' 

74. PG&E's proposal to split the existing l~rge light and V 
power class into the E-19' and E-20 clasBes is reasonable • 
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75. Class coincident demands for 1990 should be estimated 
using historical load factors derived from 1985" 1986, and 1987 
load data, woighted by PG&E~s hourly goneration loss of load 
probability (LOLP) forecasted for 1990. Each class~ hourly loads 
for each of the historical years should be scaled so that 
multiplying each year's hourly percentage times PG&E's expected 
system loads for the test year produces the test year's salez 
forecast. 

76. Marginal generation capacity costs should be alloeated 
entirely ~n the basis of coincident demand. 

77. The diversity of customers' maximum demands should be 
reflected in the noncoincident demand as measured at the final line 
transformer. 

7S.. ORA's allocation o,f marginal transmission and 
distribution capacity costs is reasonable .. 

79. ORA's proposal to increase marginal generation capacity 
costs ~y the percentage of the target reserve margin should not be 
adopted .. 

80. In this case, application of a cap of 5% plue S.APC 

requires caps for only the agricultural and small light and power 
elasses, and the 5% limit keeps these inereases within a range that 
we find reasonable in light of all the circumstances. 

Sl. It is. reasonable in this case to move one-third of the 
way toward the EPMC allocation for the streetlighting class. This 
reduction should continue during the next three years, so' that the 
streetlighting class will receive its EPMC allocation by the next 
general rate ease .. 

81a. It is reasonable to cap the interclass allocation for the 1 
agricultural class at 2% above SAPC. 

S2. ~he revenue shortfall due to the application of caps and 
the movement of the streetlightinq class toward EPMC should be 
recovered from all uncapped classes on ~n EPMC ~a8i3. 

83. A revenue allocation based on the principles we adopt in 
this ease should take place whenever there is a substantial chanqe 
in revenue requirement durin.g the- rate case cyele. ~he ItUlrgiMl 
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capacity and customer costs we adopt 1n this decision should be 
used :i.n performing this allocat:i.on. In these subsequent 
allo~ations, we will use caps and floors of SAPC plus or minus 5% 
as a guideline in developing a revenue allocation, except for the 
streetlighting class. 

84. 1'he ideal allocation of revenues from special contracts 
would maintain the relationships among the customer classes that 
would exist if the need for spec:i.al contracts had never arisen. 

85,. Removing all sales and revenues from spec.ial contracts 
from the allocation process results in a reasonable treatment of 
revenues from spec.ia1 contracts. 

86. Capacity savings from nonfir.m service and load ma~9ement 
programs should be credited against these customers' rates. ~he 

revenue allocation should then spread the costs· of the associated 
discounts to all customers. 

87. Revenues from Schedule AG-S should be included in the 
revenue allocation like revenues from. any other tariff schedule. 

SS. A separate tRAM account for the agr.icultural class is not 
reasonable • 

89. AWCA has failed to show that any substantial benefits are 
likely to result from investigating whether all water pumpers 
should be classified as agricultural customers. 

90. ACWA has failed to develop a record to support a 
reliability adjustment for rural customers. 

91. The revenue allocation to schedules within a particular 
class should be bounded by a cap or floor of 5% above or below the 
class' average percentage change that results from the interclass 
allocation. 

9la. The revenue responsibility for Schedule AG-S should be \ 
set equal to schedule's marginal cost revenue responsibility. The 
remaining revenue allocation to the agricultural class should be 
allocated to the other agricultural schedules on ~SAPC basis. 

92. ORA's dpproach shoul~ be followed in developing the usage 
characteristics" number of customers, and resulting revenue 
allocdtion to the new residential 1'00 schedules. 

93. 1'he residential customer charge recommended by ORA ,is not 
reasonable at this time • 
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94 • Substantial progress should be JMde at this time toward 
reducing the differential between ~ier 1 and Tier 2 rates. The 
differential between Tier 1 and Tier 2 rates, expressed in 
cents/kWh, should be reduced 25% in connection with this case. 

95,. The calculation of Tier 1 rates should include minimwn 
bill revenues. 

96. Changes in the tier differentials should take place on 
May 1, 1990, when baseline quantities are adjusted. 

97. PG&E and ORA's principles for calculating baseline 
quantities and ORA's proposed target baseline quantities are 
reasonable. 

98. PG&E should continue the current practice of adjustinq 
base1~ne quanti~ies every May and phasing in toward the target 
quantities. Rate levels should be adjusted at the same time to 
make the change in quantities revenue-neutral. 

99. It is reasonable to- apply the lS% LIRA reduction to the 
minimum bill ... 

100. Sales under Schedule OL-l should be subjec~ to the LIRA 
surcharge. 

101. The LIRA surcharge should be calculated by the method 
illustrated in ORA's su~plemental brief. The surcharge should be 
based on the rates that will become effective on January 1, 1990, 

1 

/" 

and should also recover the discounts paid in November and December 
1989 and other appropriate coste; of this program. ../' 

102. It is appropriate to emphasize the dissemination of , 
accurate cost information through rates. 

103. Retaining a baseline credit for SChedule E-7 .will make 
this rate option more attractive to low-usage customers. ./ 

104. A capped EPMC approach to revenue allocation of Schedule 
E-7 should continue to, be used'. J 

105·. The Schedule E-7 baseline credit should be derived from . 
the clif£erence between Schedule E-l's Tier 1 and Tier 2 rates, 
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minus Schedule E-7's meter charges prorated over average baseline 
usage. 

106. The baseline credit should be limited so that Schedule 
E-7's off-peak rate goes no lower than marginal cost. 

1 
/ 

107. ORA's proposal to move all sea30nal and TOO differentials ~ 
halfway to EPMC-based levels is reasonable. / 

lOS. Schedule E-8: is a reasonable and administratively simple ~ 
effort to compete for customers who heat with wood or propane. 
Rate design for this schedule should assume the average consumption 
estimated by ORA and include a customer charge and seasonal energy 
rates set at full EPMC levels. 

109. Tho tariff for Schedule E-8 should have a epecial . 
condition requiring customers who choose this option to remain on 
this schedule for at least one full year. 

110. The proposed Schedule E-9 should not :be ~clopted., 
111. Master-meter discounts based on PG&E's cost studies and 

on ORA's analyses should :be adopted', except for the discount for 
Schedule GT'. 

112. 1'he discount for Schedule GT' should not :be changed at 
this time. 

113. It is reasonable to adopt a minimum average rate for 
master-meter customers equal to the average ECAC rate for Schedule 

/' 
\ 
/ 

ET' and the core WACOG for Schedule GT. ~ 

114. PG&E should reexamine the basis for its cost studies and ~ 
to put extra effort into developing an accurate and easy-to-verify 
method for calculating the master-meter discounts. The results' of 
its efforts should be reported as part of its next general rate 
ease application. ~ 

115. PO" Code S 739.5, requires the net master-meter discount to V 
be based. on "'the reasonable averaqe costs to master-meter custome/s 
of provid.ing submeter service .. N' 

116. The und.erlyinq plant cost and-other components of the 
master meter discount should reflect an average vacancy rate • 
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117. PG&E should recalcula~e the diversity benefit adjustment ~ 
to master-meter discounts to reflect our adopted rates and baselino 
quan~ities. ~ 

118. We cannot base the line loss adjustment to lMster meter V 
discounts on studies of ~he quality of Exhibit 94. 

119. A line loss percen~aqe associated with submetered mobile- ~ 
home parks of 2.098-% should be adopted ... 

120. I~ is reasonable to adopt DRA's approach of basinq the 
adjustment for line losses to submetered mobilehome parks on a 
weighted average of T-ier 1 anci Tier 2 rates. The weiqh~ing should 
be based on the data from Exhibit 17, p. 3-10. 

121. PG&E should develop studies of line losse~ of sUbmetered 
mobilehome parks. The results of this study shall be presented as 
part of PG&E's next general rate case. 

122. Master-meter discounts of $10.50 per space per month for 
Schedule ET, $2 .. 85- per space per month for Schedule ES, $6.32 per 
space per month for Sched.ule GT, and. $3.60 per space per month for 

J 

Schedule GS are reasonable .. 
123. The policy we developed .i.n 0.88-09-025- on baseline / 

allowances for RV parks does not need to :be modif.i.ed- at this time. 
124. If an RV park rents at least 50% of its- spaces on a ~ 

month-to-month basis to- one or more tenants for at least nine 
months of the year, then the tenants of such spaces should be 
considered permanent residents who are also eligible for baseline 
allowances. 

125·. PG&E should work with CTPA to d.evelop a survey of RV 
parks to determine: (1) the propottion of parks that mee't our 
criteria for qualifying for baseline allowances, as set forth in 
0.88-09-025; (2) the proportion of parks tha't have installed 
sUbmeters for at least some of their spaces ; and- (3) the proportion 
of RV park spaces that are rented on a month-to-month basis. PG&E 
should submit this information, ideally in the fom of a joint 
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report, with exceptions or dissents, if necessary, on or before 
January 1, 1991. 

126. Customer charges for commercial and industrial customers 
should collect a greater share of marginal customer costs. ~ 

127. A customer charge of $7.S0 is reasonable for the small ~ 

light and power class. 
128. A reasonable facilities charge for customers on Schedule ~ 

A-1S is $·7 .. 80 per meter per month. 
129. A customer charge of $63'.00 per month is reasonable for v'"' 

Schedules A-10 and A-11. 
130. PG&E's proposed two-tiered energy charge for SChedule ~ 

A-10 should not be adopted~ 
131. PG&E should continue its conjunctive billing experiment ~ 

until at least December 31, 1990, and work with SCRUB during this 
time to attempt to get responses to the experimental offerings from 
more schools. If PG&E concludes that this exper1ment is not cost
effective at the end of 1990, it may apply again to end the progr~ 
as part of the next rate de~ign window occurring after 1990. 

132. Edison's request to suspend its conjunctive billing 
offering should not be granted in this proceeding. 

133. The new Schedule E-19 should be authorized. 

/ 

134. PG&E should incorporate appropriate restrictions in its ~ 
tariffs to prevent artificial movement from Schedule E-19 to 
Schedule E-20. A reasonable initial restriction is to require 
customers served under Schedule E-20 to· take service on another 
schedule if maximum demand falls below 1,000 kW for eight months 
out of twelve. 

13S. DRA's recommendations for customer chdX'ges for Schedules 
E-19 and E-20, including its recommended additional increments of 
$190 and $200 for curtailable and interruptible service, are 
reasonable. 

136·. DRA's approach to determining maximum. demand charges for 
SchedulesE-19 and E-20 is reasonable • 

- 4S0 -

/ 



• 

• 

• 

A.88-12-005, I.89-03-033 ALJ/BTC,GLW/jc ALT-COM-SWH 

137. On-peak demand charges should be modified by the ERI to 
take into account the relation between the utility's actual reserve 
margin and its target reserve margin. 

138. The average rate limiter should apply separately to ~ 
Schedules E-19 and E-20 and should be set at 25% ~ve the average 
summer rate for the secondary voltage level of each schedule. The 
level of the limiter should increase over'time and should never 
decrease, even if the average summer rate for the secondary vol~ge 
level decreases.' ~ 

139. It is reasonable to continue the on-peak rate limiter and 
to use DRA's model to' calculate its proper level. 

140. The general array of nonfirm options contained in 
Exhibit 88 is reasonable. 

141. Exhibit S'8 develops .incen't.ives for curt."ilable service 
that exceed the costs that serv.ice allows the system to avoid.. ~ 

142. The perfectly interruptible customer would impose no ~ 
coincident demand-related costs on the system, and the appropriate 
incentive for perfect interruptibility would equal all m4rginal 
costs associated with coincident demand. These costs constitute 
the maximum reasonable incentive for nonfirm customers. 

143. The proposed and existin9 nonfirm options are less 
valuable to the system than the hypoth~ical perfectly 
interruptible customer. 

144. The total marginal capacity costs associated with 
coincident demand provide a reasonable estimate of the maximum 
value the proposed nonfirm options offer to PG&E's system. 

145. Interruptible credits should be related to the costs the ~ 
utility avoids by having customers available for interruption. 

146. It is reasonable to, adopt S16.28/kW-yr. as the incentive V
for customers with UFRs. 

147. The annual interruptible incentive should· be converted to \ 
a cents/kWh basis and paid as a credit against the interruptible 
customer's monthly energy use • 
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148. The queGtion of the proper level of nonfirm service 
incentives sh~uld be considered again. PG&E should submit a study 
and a proposal on nonfirm rates in connection with the workshops 1 
and hearings we will direct the ALJ to arrange. 

149. After subtracting the interruptible credit from the ~ 
maximum incentive for nonfirm customers, it is reasonable to aSSign 
7S% of the remaining amount available for nonf!rm incentives to 
cu:ctailable service and 2S,%, to the experimental economic dispatch 
option. 

lS0. At the transmission level, incentives of $SO.79/kW-yr. I 
for curtailable service and $16.93/kW-yr. imputed to the economic 
dispatch option are reasonable. 

lS1. Incentives of $64.87/kW-yr. for curtailable service and ) 
$21.6·2/kW-yr. for the economic dispatch option are reasonable for 
nonfirm customers connecting at either the primary or secondary 
distribution level. 

lS2. Coincident demands for nonfirm schedules should not be 
adjusted in the revenue allocation to reflect the expected demands 
of nonfirm customers during curtailments. 

153. The penalty for each failure to curtail when requested V 
should be 8,0% of the incentives we have adopted. 

lS·4. The curtailable credit should be spread in a way that 
maintains the relative price signals expressed through demand 
charges and energy rates. 

155. PG&E should be authorized to offer the economic dispatch 
option described in Exhibit 88, subject to the modifications 
suggested in this decision. 

15·6. If an interruptible customer also elects to be 

dispatehable on economic grounds, the 30-curtailment limitation 
should not apply to automatic interruptions for underfrequency 
events·. 

15·7. For this rate case cycle,. PG&E should report annually on 
the results of implementing and operating. the economiC dispatch 
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option 4nd submit the option to 4nnual review. This report 4nd 
review should take place i~ connection with the reasonableness 
phase of the ECAC proceeding. 

158. Extended contracts for nonfirm service should not be 

extended any further. Customers with extended contracts had no 
re4sonable b4Sis for expecting those incentives to continue beyond 
the terms of the contracts, and other ratepayers would be harmed'by 
continuing the old incentives. 

159. The effects of changes in nonfirm incentives 'should be \ 

phased in, 4S proposed by PG&E. 
160.. Nonfirm customers should be required to make 4v4ilable 4 ./ 

telephone line and space for a notification printer. 
161. Anchor did not show that changing the setting of the UFRs ./' 

is desirable or justified. 
162. The function of the nonfirm service program in PG&E's /" 

system needs to be clearly defined. There should be a logical, 
economic basis for nonfirm incentives. The ALJ should arrange for 
additional informo.l meetings or formal he4rings~ as necess~, to 
achieve the goal of refining nonfirm incentives. 

16-3·. Schedule E-2'4 should be elimino.ted. 
164 .. 

,/ 
DRA's proposal for a new option based on Schedule E-25 is ~ 

reasonable. 
16~. It is reasonable to authorize an experimental SChedule ~ 

E-11, based on ACWA's proposal as modified by PG&E. 
166. Customer charges for Schedule A-RT? should be the ~ 

corresponding charges of Schedules E-19 and E-20, differentiated by 

both volt4ge level and the size of the customer's load.. /' 
16·'.. Maximum demand charges for Schedule A-RTP should be V 

differentiated by voltage level. 
168. PG&E should work with ORA. 1n reviewing the initial 

resul ts o·f the experimental Schedule A-RTP',. before expanding the 
program in 1991 • 
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169. The capacity charge for standby service should be set 
at the level of the maximum demand charges for Sehedules E-19 and 
E-20. 

170. The 9S' billing adjustment factor for standby customers 
should continue for this rate case cycle. 

171. The average rate limiter should apply to all of a 
standby customer's regular service load, in the same way that it 
applies to other customers on Schedules E-19 and E-20. The maximum 
demand used to determine the regular service charge for any month 
should be reduced by the customer's standby demand in that month. 
The standby contract capacity charge should not be subjeet to the 
average rate limiter. 

172. CUstomers should not be charged twice for the same 
services or facilities. Customers who are responsible for most, 
but not all, of their special facilities costs should have the 
option of assuming full responsil>ility for those facilities. 

173·. As part of its next general rate ease, PG&E should 
submit a study of the costs of metering and' obtaininq the data 
needed. to distinguish between the different types of. standby 
service. 

174. The unconventional technology allowance of SChedule S 
should be eliminated. 

175. The experimental Schedule EO proposed by PG&E should be 
authorized, subject to the following limitations. First,. the 
experimental schedule should be limited to eight customers, rather 
than the twelve PG&E proposes. Second, the discounts should not be 
available for load that merely reloeates from the service territory 
of another California utility. PG&E should take advantage of the 
opportuni ty presented by this. experiment to- ensure that these new 
customers ue informed of cost-effeetive eonservationand load 
management measures they may take 

- 454 -



• 

• 

• 

A.99-12-005'1 1.99-03-033 'ALJ/BtC,GLW/jc'" ALt-COM-SWH 
" 'I 

to reduce their electric bills and the load they place on the 
system. ' . 

1750.. The record in this proceeding should reMin open to take 
testimony on the specific issue of whether the adopted rates for 
customers served under Schedule AG-5 are competitive with 
alternative pumping fuels. This matter should be decided before 
May 1, 1990 .. 

1751:>. PG&E and CACO should conduct a joint study of the 
agricultural class' marginal costs and intraclass allocation and 
their implications for rate design. this study should l:>e completed 
by November 5, 1990, and served on the Commissioners, ORA, CFBF, 
pupe, the assigned ALJs, and any other party requesting a copy. 

176. A $10 monthly customer charge for agricultural accounts 
is reasonable. 

177. It is reasonable to adopt a cap for the Mximum demand 
charges of Schedules AG-1, AG-R, AG-V, and AG-4, set at the level 
of 5% above the sum of the interclass and intraclass percentage 
caps. 

179. ORA's recommendations for deter.mining maximum demand 
charges for Schedules AG-SA, AG-5B, and AG-SC, subject to a floor 
of current charges, are reasonable. 

179. On-peak demand charges for aqricultura'l TOO schedules 
should be set at EPMC levels. , 

190. The demand charge limiter is desiqnod to allow minimal 
energy use during a particular season. If the customer is . 
recording more than the allowed minimal use, then that customer is 
not truly a seasonal customer of the sort that the demand charge 
limiter is deSigned to protect. 

191. CFBF's proposal to apply demand eharg0 limitors to the 
"A'" series of agricultural tariffs should not be adopted. 

182. For the next rate case cycle,. the demand charge limiter 
should be retained for the agricultural class with the increases 
advocated by ORA • 
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lS3. TOU energy charges 'for the agricultural class should be 

set so that the average rat~' in each TOU period is proportional to 
the combined marginal cost of energy and. coincid.ent capacity for 
each TOO period. 

lS4. The incremental cost of agricultural TOO metering above 
standard meter costs should be added to allocated revenues for TOU 
schedules to, produce the total revenue requirement. The meter 
charges on agricultural TOO sched.ules should. be set at the 
incremental cost of TOU metering, rounded. to the nearest' five 
cents·. 
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/ 185. Agricultural energy and on-peak demand charges should be 

set residually to collect revenues equal to the total revenue 
requirement minus the revenue from customer charges, maximum demand 
charges, and meter charges. The on-peak energy chargeB on TOO 
schedules should be set residually from the revenue allocated to 
the on-peak period. / 

/ 
186. Giving Schedules AG-SB and AG-SC their full EPMC shares 

of the agricultural class' revenue allocation is reasonable. 
187. It is reasonable to eliminate the min1mum bill for 

Schedules AG-SA, AGo-58, and AG-SC. 
188. It is reasonable to allow PG&E to continue service under' 

Schedule AG-6 for up to two billing cycles after a customer 
requests service under Schedule AG-S. PG&E should install the 
necessary TOU meters by May 1, 1990 for all customers on 
Schedule AG-6 as of January 1, 1990. 

189. The interim rate proposed by CraF is not justified at /" 
this time. 

190. PG&E should submit a report stating the number of ~ 
agricultural TOU meters installed in 1989, the number of requests 
for conversion received in 1989, by month and by schedule, the 
backlog by schedule existing at the end of 1989, and the average 
delay in responding to- a request for conversion. The report will 
be due on March 15, 1990, and should be served on CPBF, pope, ACWA, \ 
ORA, and any other party making a specific request to PG&&. 

191. PG&E should continue the agricultural interruptible 
program for this rate case cycle at a minimum of the current level 
of participation~ The interruptible credit should be paid on the ~ 
basis of performance, rather than participation.. In addition, PG&E 
should consider ORA's recommendations on the interruptil:>le service 
charge and make any appropriate proposals for this change in the 

./' 

next rate design window proceeding. V 
192. The RCN-ECC approach to setting streetlighting facilities t 

charges leads to- rates that approximate marginal costs without any 



• 

• 

• 

A.88-l2-00S, 1.89-03-033 ALJ/BTC,GLW/jc 

attempt to relate those costs to the appropriate revenue \ 
requirement. ' . 

193. The OCLO-RCN approach to calculating facilities charges .~ 
for the streetliqhtinq class is reasonable. 

194. The A&G adjustment used by PG&E reflects more precisoly / 
the A&G associated with the maintenance of streetliqhtinq 
facilities. 

195·. We will adopt PG&E' s proposed phase-in of stree-;lighting 
facilities charges for this rate case cycle. 

196·. A fee of 82 cents per pole per month for pole painting 
for streetlighting customers is reasonable~ 

197. PG&E's proposal to transfer the high pressure sodium 
vapor facilities served under Schedule LS-1, Class B, to Class A, 
is reasonable. 

198. The 'rOO fractions used in developing streetlighting rAtes 
should reflect the effect of daylight SAvings time. 

199. The FE1P should not be adopted in their entirety At this \ 
time. 

200. 
adopting 

201. 

PG&E's general rate case is not an appropriate forum for 
general principles on OSM that apply to-all utilities. 
Funds allocated to a specific OSM progr~ area should 

largely stay within that area. 
202. Energy efficiency incentive programs and load JDaXl4gement 

programs are the appropriate portions of DSM that are intended to 
serve as alternatives to supply-side programs. We adopt 
tenets III .. A, IV.A, and VIII.A of ORA's proposed FEIP, as stAted in . 
Appendix A of Exhibit 110. 

203·. Under present circumstances, it is reasonable to pay most 
attention to the Total Resource Cost test, and we adopt tenets 
III .. B, III.F, III.G,. IV.B, and IV.F of ORA's proposed- nIP, as 
stated in Appendix A of Exhibit 110. 
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204.. The primary purpose of the Natural Gas Home program is to 
overcome' ,market barriers to installing- efficient natural ga3 
appliances. 

20S. PG&E has not adequately jus'tifiecl the neecl for the fuel 
sUbstitution portion of its electric heat pump 1ncen'tive proqram. 

206. PG&E has failed to justify its Efficient Outdoor Security 
Lig-hting program. 

207. A reasonable buclget for the A:ea Development program is 
$1,000,000 for the electric progr~ and $500,000 for the gas 
program. 

208. 
per year 
progress 
cases. 

PG&E's ancl ORA's installation goal of 20,000 TOU metors 
is reasonable. PG&E should continue to report on the 
of the voluntl1l!y TOO' program as part of its- annual ECAC 

209. Installing 20,000 TOO' meters annually should be viewed as 
a minimum, ~ncl PG&E's estim4ted market saturation dates should be a 
goal, rather than merely an estimate. By the time of PG&E's next 
rate case, PG&E shoulcl have a well-clevelopecl plan for completing 
the saturation of the various markets for TOU meters. 

210. PG&E should vigorously promote the planting of shade 
trees in i t5 service terri tory. A coupon prog:r= targeted 'to. 
specific are~s or groups of cu~tomers shoulcl be part of this 
program. 

211. PG&E should seek to ma~ze the cost-effectiveness of 
its incentiv~ proqrams. 

212 .. The': DSM bud9'et se~ forth .. in Tal:>le 8- is reasoMble. 
213.. Th$ rate increases. authorized by 'this decision should be 

reduced by the available unspent OSM and RO&O funds from PG&E's 
last general rate case cycle .. 

214. Pending resolution of PG&E'a pet1tiont~ modify 
0.99-12-01S in the ECAC proeeeding, the $103,,700,000 at issue 
should not be put into· rates. 
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IT IS ORDERED that: 
1. The Commission AQvisory and Compliance Division (CACO) 

shall investigo!l.te the extent to which cons'ervation has led. to 
reQuceQ baseline quantities. The report of this investigation will 
be due on April 1, 1990. Copies shall be served on the 
Commissioners,' the assigned Administrative Law Judges (ALJs), the 
Division of Ratepayer Advocates (ORA), Pacific Gas and Electric 
Company (PG&E), and any other party requesting a copy. 

2. PG&E shall continue to work with the Public Advisor's 
Office to develop notices that are meaningful to thoso who do not 
speak English. 

3. PG&E is authorized anQ directed to file with this 
Commission on or after the effective date of this order, and at 
least three days prior to their effective date, revised tariff 
schedules for 'electric rates as set forth in Appendixes. 

4. The reviscQ tariff scheQules shall become effective on or 
after January 1, 1990 anQ shall comply with General Order 9G-A. 
The revised' tariffs shall apply t~ service rendered on or after 
their effective date. 

5. All transcript corrections received are incorporated in 
the record. 

G. PG&E is authorized to file attrition adjustments for 1991 
and 1992 based on the results of operation adopted in these 
Appendices. 

, ' 

7. PG&E shall adjust its Electric Revenue Adjustment 
Mechanism (ERAM) effective January 1, 1991 to reflect full 
implementation of the guidelines for plant held for future use 
contained in Appendix L. The guidelines shall apply to all plant 
held for future use regardless of the date of acquisition. 
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S. PG&E shall file and serve a report in this proceeding, by 
. 'March 31, 1990, which fully describes the standards, procedures 4nd ~ 

instructions employed by PG&E for directly charging or attributing 
all Diablo Canyon costs, including administrative and general (A&G) 
costs and costs of using common plant. ~he report shall include 
all instructions, operating procedures Or accounting guidelines 
which will govern reporting and recording of time and expenses 
incurred by employees who work outside the gates of Diablo Canyon, 
including employees at the managerial level. DRA and interested 
parties who wish to comment on this report may do so by July 1, 
1990. 

9. PG&E is directed to conduct a current, full-scale use 
study of {l) expenses booked to Administrative and General 
Accounts, and (2) common plant. PG&E shall carefully and 
completely allocate all A&G·expenses between Oiablo canyon and 
other operations. The design and format of the use study shall be 
developed by PG&E and reviewed by ORA and other interested parties 
in a workshop, to be moderated by CACO, in September, 1990. The 
use study shall be conducted, completed and filed with the 
Commission by December 31, 1990. PG&E shall obtain and retain 
itemized, documented responses from all departments, officers and 
managers who record expenses in A&G accounts. ORA and other 
parties may review and comment upon the study. Such comments shall 
be filed by March 15, 1991. Based on the submitted study and the 
comments of the parties, the Commission may, in its discretion, 
conduct further hearings to consider revisions to the revenue 
requirement for A&G or common plant expenses for the 1991 and 1992 
attrition years. 

10. PG&E shall conduct a facility-by-facility use study of 
common plant for the purpose of allocating common plant to Diablo 
Canyon. this study shall be condUcted in conjunction with and 
under the same terms as the use study which PG&E will conduct for 
A&G expenses, under order:i.ng paragraph ST supra • 
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11. The costs of developing the direct charge system for AbG 
expenses and common plant, for conducting the use studies of AbG 
expenses and common plant, and filing the reports ordered above, 
shall be charged to Diablo Canyon. 

12. In its next general rate application PG&E shall provide a 
full affirmative presentation on the level of overall compensation 
and a comparison to similar compensation levels in the relevant job 
markets. 

13. PG&E shall file an annual report on the meter protection 
program with the Commission's Safety Division. This report shall 
be in the same format and filed at the SAme time as the annual 
report on the pipeline replacement progrAm which PG&E submits 
pursuant to 0.96-12-095·. 'l'he first annual report on the meter 
replacement program shall be filed May 1, 1991. 

14. PG&E shall complete its investigation of the manufactured 
gas plant sites it now owns, approximately 31, ,before it files its 
next general rate application. PG&E shall be excused from 
undertaking or completing an investigation at a particular site 
only if it can document that the delay is caused by factors outside 
of its control, or if the responsible oversight agency concurs in 
the decision not to further investigate a particular site. If PG&E 
has fully and prudently expended for site investigations the $6 
million we previsiouly authorized and has not completed its 
investigation of all the sites it owns, PG&E is authorized to apply 

, 
by advice letter for funds to investigate any remaining sites. 

15. PG&E shall again present a multi factor productivity 
analysis in its next general rate ease, and as part of. the 
analysis, PG&E shall demonstrate how the forecasted multi factor 
productivity gains are reflected in its test year revenue 
requirement request. 

16. Effective January 1, 1990, whenever PG&E sUbmits monthly 
summaries of accounting information, PG&E shall directly translate 
all account information before sUbmitting such information to the 
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Commission on tape. Such translation shall be done promptly, and 
shall De excused only with the express consent of the Commission' ' 
staff. 

l7. PG&E shall file written repo~s with the Executive 
Director, beginning February 1, 1990, and at least each 90 days 
thereafter, on the development of the new accounting system. The 
reports shall descriDe work which is to be initiated in the cOming 
quarter, and any changes in the system which will influence the 
Commission's ability to audit and review the accounts and records 
of the company. PG&E personnel responsible for the development of 
the new system shall meet and confer with DRA and CACD on these 
quarterly reports, if requested to do so by the Executive Director. 
The Executive Director mAY submit written questions, comments or 
suqqestione to PG&E on the system, within 45 days of receipt of 
each report. If PG&E elects not to adopt the suggestions of the 
Executive Director, in whole or in part, it shall explain why it 
does not do so in the first quarterly report following receipt of 
the Executive Director's comments. All reports by PG&E and written 
comments by the Executive Director, shall be filed in this 
proceeding. The development of PG&E's new accounting system will 
be considered, as necessary, in this proceeding .. 

18. PG&E shall unde%'go an independent audit of the 
management, operations and interactions between PG&E and PG&E 
Enterprises. The specific areas of inquiry, the selection of the 
independent consultants and the procedures for review of the audit 
report, shall be in accordance with the terms of t~is decision. 

19~ The estimate of marginal secondary distribution capacity 
costs shall be examined in PG&E's next general rate case. As 

background to that examinat10n, PG&E shall perform a study on the 
expected need to upgrade modern dist%'ibution facilities because of 
load growth .. 

20. PG&E is authorized to split the existing large light and 
power class into the E-19 and E-20 classes • 
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21. The Low-Income RAtepayer Assistance (LIRA) surcharge 
shall be calculated by the method illus~rated in Appendix G. The 
surcharge shall be ~ased on the rates that will become effective on 
January 1, 1990, and shall also recover the discounts paid in 
November and December 1989 and other appropriate costs of this 
program. 

22. 
23. 

PG&E is authorized to offer Schedule E-8. ~ 
PG&E shall reexamine the basis for its cost studies for 

calculating master-meter diseounts and shall report the results of 
its examination as part of its next general rate ease. 

24. PG&E shall develop studios of line 108s0S of su~meterod 
mobilehome parks. The resulto of this study shall ~e presented as ~ 
part of PG&E's next general rate case. 

25. PG&E shall seek the cooperation of the california ~ravel 
Parks Association (CTPA) to develop a survey of recreational 
vehicle (RV) parks to determine: (1) the proportion of parks that 
meet our criteria for qualifying for ~aseline allowances, as set 
forth in 0.88-09-025·; (2) the proportion of parks that have 
installed su~meters for at least some of their spaces; and (3) the 
proportion of RV park spaces that are rented on a month-to-month 
basis. PG&E shall submit this information as a report, with 
provision for CTPA's exeeptions or dissents, if any, on or before 
January 1, 1991. The report shall be served on ORA, CACD, the 
assiqned ALJs, and any other party requesting a copy. 

26. PG&E shall con't.i.nue its conjunctive billing experiment 
until a't least December 31, 1990, and work with Schools Committee, 
to Reduce O'tility Bill~. (SCRUB) during this time 'to attempt to get 
responses to the experimen'tal offerings from more schools. 1£'PG&E 
concludes that this experiment is not cost-effective at the end of 
1990, it may apply again to· end the program 4S part of the next 
rate des.ign window proceeding occurring after 1990. 

27.. PG&E is authorized to offer Schedule E-19 •. 
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28. PG&E shall submit a study and a proposal on nonfirm 
rates. The ALJ shall arrange for infor.mal m~etings or formal 
hearings, as necessary, to achieve the goal of refining the nonfir.m 
incentives. 

29. PG&E is authorized to offer the economic dispatch option 
aescri~ed in Exhibit SS, subject to the moaifications suggested in 
this decision. 

30. For this rate ease cycle, PG&E shall report annually on 
the results of implementing and oporating tho economic dispatch 
option and submit the option to annual review. This report and 
review shall take place in connection with the reasonableness phase 
of the Energy Cost Aajustment Clause (ECAC) proceeding. 

31. PG&E is authorized to witharaw Schedule E-24. 
32~ PG&E is authorized to offer DRA"s proposal for a new 

option, derived from Schedule E-25, as a new tariff designated as 
Schedule B-26. 

33·. PG&E is authorized to offer an experimental Schedule 
E-ll, based on the proposal of the Association of California Water 
Agencies (ACWA), as modified by PG&E. 

34. PG&E shall work with DRA in reviewing the initial results 
of the e~erimental Schedule A-RTP, before expanding the program in 
1991. 

35·. PG&E shall revise its tariffs to apply the average rate 
limiter to all of a standby customer"s regular service load, 
subject to the limitations described in this decision. 

36. PG&E, as part of its next general rate case, shall submit 
a study of the costs of metering and obtaining the data needed to 
distinguish between the different types of standby service. 

37. PG&E is authorized to withdraw the unconventional 
technology allowance of Schedule S. 

38-. PG&E is authorized to offer experimenta.l Schedule EO 
subject to the limitations stated in this decision • 
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39. PG&E is authorized to eliminate the minimum pill for 
Schedules AG-5A, AG-5B·, and AG-5C. I • 

40. PG&E shall install the necessary time-of-use (1'0'0') meters 
by May 1, 1990 to allow current customers on Schedule AG-G to 
convert to TOO' schedules. 

41. PG&E shall submit a report stating the number of 
agricultural TOU meters installed in 1989, the number of requests 
for conversion received in 1989, by month and by schedule, the 
backlog by schedule existing at the end: of 1989, and the average 
delay in responding to a request for conversion. The report will 
be due on March 15, 1990, and shall be served on the California 
Farm Bureau Federation (CFBF), the Power Users Protection Council 
(PUPC), ACWA, ORA, and any other party making a specific request to 
PG&E. 

42. PG&E' s proposal to transfer the high pressure sodium 
vapor facilities served under Schedule LS-l, Class S, to Class A, 
is authorized .. 

43. PG&E shall continue to report on the progress of the 
voluntary TOO' program as part of its annual ECAC cases. 

44. PG&E shall continue to file an annual report, by no later 
than March 1, 1990, o£ its hazardous waste program and related 
expenditures. 

45·. PG&E shall file an advice letter, no later than 
October 1, 1990, to· true-up test year 1990 ratemaking federal 
income tax expenses, consistent with 0.89-11-058. The reSUlting 
difference in revenue requirement shall be included in PG&E's 1991 
attrition adjustment. / . 

46. The Petition of ORA to set aside submission and reopen 
the general rate case on the issue of an adjustment to account 925, 
relating to fallout-type particulate pollution claims is. qranted .. 
The issue of Account 925" is reopened to permit all parties t~ 
submit updated information on all expenses included in Account 925. 
Funds. authorized for Account 925 in this decision shall be &ubject 
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to refund funds authorized for Account 925 shall be subject to 
refund so that the Commission may conductl~ further review as 
specified herein. 1 

47. If PG&E receives a variance from the Regional Water 
Quality Control Board for its surface impoundment program, PG&E 

'shall consult with ORA to identify other appropriate environmental
related uses for the amounts saved by the issuance of the variance. 

48. PG&E shall report in its next general rate case 
application on the progress, costs and benefits o,f the SOO kV bare 
hand live-line training program. 

49. In future 9'eneral rate easo and offeot applications, PG&E 
shall show then current revenues by customer class for each revenue 
account in PG&E's preliminary statement. PG&E shall clearly 
segregate retail revenues for which the Commission sets rates from 
all other revenues. PG&E shall separately describe te revenue 
relief requested for retail customers and for all other customers. 

50. Pacific Gas and Electric Company is authorized and 
directed to file with this Commission on or after the effective 
date of this order, and at least three days prior to their 
effective dated revised tariff schedules for gas rates derived from 
revenue changes as set forth in Appendixes such rates to be 
calculated as set forth in 0.89-09-094. 

5-1. 1'he record in this proceeding shall remain open to take 
testimony on the specific issue of whether the' adopted rates for 
C'Llstomers served under Schedule AG-S· are competitive with 
alternative pumping fuels. This matter shall be decided before 
May 1, 1990. 

52. PG&E and CACO shall conduct a joint study of the 
agricultural class' marginal costs, and intraclass allocation and 
their implications for rate design~ 1'his study shall be completed 
by November 5, 1990, and served on the Commissioners, ORA, CFBF, 
POPC, the assigned ALJs, and any other party ,requesting a copy • 
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53. PG&E is authorized $3,900,000 for the estimated costs of 
PG&E's alulra- of tho HVOC e~ansion project, subjoct to refund to 
account for reductions in PG&E's revenue rcquirement~ which may . . 
result from certain limited and specified issues: (1) if the final 
contract between PG&E and Edison or any agreement to layoff PG&E's 
share of the project result in net costs lower than authorized in 
this decision, or (2) if the COlM'lission di%JD.llows llny of Edison's 
costs in A.89-10-011. 

T.his, order is effecti","e tOday. . 
Dated: DEc-20 1989' , at San Frllnc1sco, California .. 

Wo will filo a ~itten concurring opinion. 

I s I G. MITCHELL WILK 
Pro:idcnt 

/ s / FREDERICK R.. DtroA 
Coramiss.i.oner· 

I sl JOHN. B. OHANIAN 
Commissioner 
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A~J/C~W/CACOI-ml6 APPENDIX A 

PACI'IC CA~ , ELEerRrC COMPANY 
\Hec:t,.ic D.~t • CP\JC Ju,.IIdICtIOtl 

'ONOllda~ed R~ ~ 
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(SOOO,.) (1000'.) (1000'.) (CMtt,/IC\o'I'I) 

•••••••••••••••••••••••••••••••••••••••••••••••••••••••••• a ••••••••••••••••••••••••••••••••••••••••••••••••• _ •••••••••• 
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"' .............. -~ •......••• . .......•... 
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E~rgy Co.t AdJ~.tm.nt Cl.~ .. (ECAe) 41 2.520,04~· 622,936 3,.142,981 4.5~ 
lCAC e:~roy olaeount S.l., IIIIY~' 41 (SO,.723) '64 (S6,~'}9) (2.844) 
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Con"""'tlon 'Inencl~ Adjw.tMn1: ("A~, 1,351 0 1,3~1 0.002 
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PACIFIC CAS AND ELEC'l'lUC COMPANY" 
Electric Department - Total Company (Excl~ Diablo Canyon) 

OPERA'l'ING REVENUES AT PRESEN'l' RA'rES 
Thousan4s Of 1990 Dollar. 

Test Year 1990 

Description 
~~~~------------~-------------Residential 
S1%Ial1 " Mediwn. Liqht and Power 
~rqe Liqht an4 Power 
~lic Authority 
Aqricultural 
S-creet Liqhtinq 
Railway 
Interdepartmental 

Sales to Ultimate Customers 

Other operatinq Revenues 
Discounted Sales Revenues 
FERC 

Total operatinq Revenues 

Less: Non-General Revenues 
Less: tRAM Revenue 

General Rate Case Revenues 

A4opte4 --_ ..... _-----
$2,.314,664 

2,.224,.75-1 
988,.520 

30,119' 
280,.981 

4.5-,312 
17,601 
13,673 

-----------
$5-,.915.,621 

21,.183 
49,.636 
84,139 

-----------
$6,.070,579 

2,911,665-
17,.993 ----_ .... ----

$3,140,.921 



• 

• 

• 

A.88-12-00S APPENDIX B Poge 2 

PACIFIC CAS AND ELEC'l'RIC COMPANY 
Electric Deportment - Total Company (Excl. Diablo Canyon) 

CALCTJLATION OF FRANCHISE FEES· AND ONCOI.LECTIBtES 
Thouson4s ot 1990 Dollors 

Test Year 1990 

Description 
----~----~~---~~~----~--

At Present Rates 
-----------~----Revenues ot CUrrent Rates 
Less: Interdepartmental 

Revenues From CUstomers 
, Revenue5 From customers 

Ceneral Rate Cose Revenues 
% Revenues From, CUstomers 
Revenues From CUstomers 

Uncolleetibles Factor 

Oncollectibles 

Revenues From· CUstomers 
Less Uncollectibles 

Net Revenues From CUstomers 

Franchise Requirement Factor 

Franchise Requirements 
Less: Sacramento· Franchise Amortization 

Total Franchise Requirements 

A4opte4 
----~--...... 

$6,070,579 
13,673 

$6,056,906-
99.77% 

3,140,921 
99.77% 

3,133,8-31 

0.00222 

$3,133,831 
6,957 -... -~-... ----

$3,126,874 

0.006389 

$19,978 
465 .... ~--..... --,. 

$19,5-13 
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PACIFIC GAS AND ELEC'l'lUC COMPANY 
Electr1c Department - Total Company (Excl. Diablo Canyon) 

TOTAL PRODUCTION OPERATION' EXPENSE 
(Thousan~s Of 1987 Dollars Unl ••• otherwise In~ieate4) 

Test Year 1990 

Description 
---------------~~~----~~ 

Operation 

Steam 

Nuclear 

Hydraulic 

Other 

Total Operation 

Maintenance 

Steam 

Nuclear 

Hydraulic 

Other 

Total Maintenance 

TOTAL PROOOCTION (1987$) 

Escalation Amounts, 198·7 to 1990 
Labor 
Non-Labor 
Other 

Total 

TOTAL PROOOCTION (1990$) 

.. 

A~opte~ 

$69,129-

931 

20,006 

683-

$90,749 

96,659 

91 

19,557 

..... _------
$116,873 

$207,622 

10,093 
17,423 

o 
$27,517 

$235,138 
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PACIFIC GAS AND ELEC'I'RIC COMPANY 
Electric Oepartment - ~otal Company (Excl. Diablo canyon) 

STEAM PRODOCTION EXPENSE 
(~housands O~ 1987 Dollars Unle.s otherwise Ind1cated) 

'rest Year 1990 

Account 
No. Description 

-----~ -----------~~--------~--~----

Operation 
... _-----.. -

500.0 Supervision and Enqineerinq 
501.0 Fuel Related Expenses 
502.0 Steam· Expenses 
505.0 Electric Expenses 
506.0 Kise~ Steam Power Expenses 
507.0 Rents 

~otal Operation 

Maintenance 

510.0 supervision and Enqineerinq 
~11.0 Structures 
.5-12.0 Boiler Plant 
5·13.0 Electric Plant 
514.0 Kiscellaneous steal'll Plant 

'rotal Maintenance 

TOTAL STEAM PROOOCTION (1987$) 

. Escalation Amounts, 1987 to 1990 
Labor 
Non-Laklor 
Other 

Total 

TOTAL STEAM PROOOCTION (1990$) 

Adopted 

$4,5350 
864 

12,008 
32,843 
16,571 
2,303 

$69,129 

12,168 
671 

28,918 
47,874 
7,023 

~ ... ----.. --.. 
$165,788 

7,704 
14,419 

o 
$22,124 

-'_IIIiIt ______ _ 

$187,912 
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PACIFIC GAS AND ELECTRIC COMPANY 
Electric Department - Total Company CExcl. Diablo· canyon) 

NUCLEAR PRODUCTION EXPENSE 
(Thousands Of 1987 Dollars Unl... otherwise In4ieate4) 

Test Year 1990 

Account 
No. Description 

---~-- -~-~-~~~~---~-------~--------

operation 

5·17.0 Supervision and. Enqineerinq 
S19.0 Coolants an~ Water 
520.0 Steam Expenses 
523.0 Electric Expenses 
524.0 . Misc. Nuclear Power Expenses 

Total Operation 

Maintenance 

528.0 supervision' and Enqineerinq 
529.0 Structures 
530.0 Reactor Plant Equipment 
531.0 Electric Plant 
532.0 Miscellaneous Nuclear Plant 

Total Maintenance 

TOTAL NUCLEAR PROO. (19S7$) 

Escalation Amounts, 1987 to 1990 
La):)or 
Non-Laklor 
Other 

Total 

TOTAL NUCx.EAR PROD. (1990$·) 

AcSopted -------.... -

$191 
1~ 
16~ 
45 

514 

$931 

o 
16 
67 
o 
8 

-~-------.., 
$91 

-----_ .. _--
$1,022 

Sl 
84 
o 

$135 

,., ... _-----.... 
$1,157 
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PACIFIC GAS AND ELECTRIC COMPANY 
Electric Department - Total Company (Excl. Diablo· canyon) 

HYDRAULIC PRODUCTION EXPENSE 
(Thousands ot 1987 Dollars Unless otherwise In~icate~) 

Test Year 1990 

Account 
No. Description 

-~~--- -------~------~~-----------~-

Operation 

535·.0 supervision and Enqineerinq 
537.0 Hydraulic Expenses 
$38 .. 0 Electric Expense 
539 •. 0 Mise .. Hyd.ro Expense Generation 
$40 .. 0 Rents 

Total Operation 

Maintenance 

541.0 supervision an4 Engineerinq 
542 .. 0 Structures 
543 .. 0 Reservoirs, Dams and waterways 
544.0 Maintenance of Electric Plant 
S45 .. 0 Miscellaneous Hydraulic Plant 

Total Maintenance 

TOTAL HYDRO PRODOCTION (1987$) 

Escalation Amounts, 1987 to 1990 
Labor 
Non-Labor 
Other 

'total 

TOTAL HYDRO PROOOCTION (1990$) 

Adopted. 

$1,821 
3,438 
5-,508 
3,S,79 
S,.660 

$20,.006 

3,001 
526 

4,307 
8,843 
2,879 

..---~ .. ----
$19,SS7 

$39,S63 

2,244 
2,862 

o 
$5,107 

----------
$44,669 
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PACIFIC GAS AND ELECTRIC COMPANY 
Electric Department - Total Company (Excl. Diablo canyon) 

OTHER PRODUCTION EXPENSE 
(Thousands Of 1987 Dollar. Onle.. otherwise Indicated) 

Test Year 1990 

Account 
No. Description 

Operation 

546.0 Supervision and Enqineerinq 
548.0 Generation Expenses 
549.0 Misc., Other Power Expenses 

Total Operation 

Maintenance 

551.0 Supervision and Enqineerinq 
552.0 Maintenance of Structures 
553.0 Maintenance of Electric Plant 
554.0 Misc. Other Power cen. Plant 

Total Maintenance 

TOTAL OTHER PRODOCTION (1987$) 

Escalation Amounts, 1987 to 1990 
La~or 
Non-La~or 
Other 

Total 

TOTAL OTHER PROOOCTION (1990$) 

Adopted. 

$79 
401 
203 

$683 

135 
6 

163 
262 ------_ ...... 

$1,249 

94 
58 
o 

$152 

---_ .. _----
$1,.401 
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PACIFIC CAS AND ELEC'l'RIC COMPANY 
Electric Department - Total Company (Excl. Diabl~ canyon) 

TRANSMISSION OP'ERATION 2XPENSE 
(Thousands ot 1937 Dollars Unl.ss otherwi.. Indicated) 

Test Year 1990 

Aeeount 
No. Deseription 

~~~--- -~-~----------~~~------------

Operation 

560.0 Super.rision and Enqineering 
561.0 Load Dispatching 
562.0 Station Expenses 
563.0 OVerhead Line Expenses 
564.0 Underqroun4 Line Expenses 
565.0 Trans. of Elect. By Others 
566.0 Kisc. Transmission Expenses 
567.0 Rents 

Total Operation 

Maintenance 

568.00 Supervision and Engineering' 
569.00 Structures 
570.00 Station Equipment 
571.00 OVerhead Lines 
572.00 Underground Lines 
573.00 Mise. Transmission Plant 

Total Maintenanee 

TOTAL TRANSMISSION (1987$) 

Escalation Amounts, 1987 to 
Labor 
Non-Labor 
bther 

Total 

TOTAL TRANSMISSION (1990$) 

1990 

Adopted 
----------

$2,734 
3,812 

10,709 
3,121 

110 
5,765-
3,934 

4750 

$30,660 

2,631 
122 

9,886-
10,012 

40'0 
231 

$23,282 

$5-3,942 

3,212 
3,.070 

o 
$6,283 

$60-,225 
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PACIFIC GAS ANO ELEC'I'RIC COMPANY 
Electric Department - Total Company (Excl~ Diablo canyon) 

DISTRIBUTION O~ON EXPENSE 
(Thousands Of 1987 Dollars Unless otherwise Indicated) 

Test Year 1990 

Account 
No. Oescription 

580.0 
582.0 
583.0 
584.0 
5·85 .. 0 
586.0 
587.0 
588.0 
589.0 

590.00 
591 .. 00 
592.00 
593.00 
594.00 
595·.00 
596.00 
597.00 
598.00 

operation 

Supervision and Engineering 
Station Expenses 
OVerheo4 Line 'ExpenseG 
Underground Line Expenses 
Street Lighting & Signal Sys. 
Meter Expenses 
CUstomer Installations 
Misc. Oistribution Expenses 
Rents 

Total Operation 

Maintenance 

Supervision and Engineering 
Structures 
Station Equipment 
OVerhead Services 
Underground Lines 
Line Transformers 
Street Lighting & Signal sys. 
Meters 
Misc. Oistribution Plant 

Total Maintenance 

TOTAL OISTRIBUTION (1987$) 

Esca.lation Amounts, 1987 to 1990 
Labor 
Non-Labor 
Other 

Total 

TOTAL OISTRIBUTION (1990$) 

AcSopted 

$20,606-
12,246 
16-,979 
4,953 
1,981 

23,995-
12,6-89 
42,413 

175 

13,762 
73 

6,593 
88,36-7 
15-,578 

9,107 
2,121 
1,249 

107 

$136,957 

$272,994 

15,624 
19,5~ 

o 
$35,180 

$308,174 
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PACIFIC CAS ANt) ELEC'I'RIC COMPAN"l 
Electric Department - Total Company (Excl. Diablo canyon) 

CUSTOMER ACCOUNTS EXPENSE 
(Thousands Of 1987 Dollars Onl... otherwi.. Indieated) 

Test Year 1990 

Account 
No. Description 

--~--~ ~-----~--~~~-----~-------~--~ 

901~0 Supervision 

902.0 Meter Rea4inq Expenses 

903.0 CUstomer Records and Collectibles 

904.0 Uncollectible Accounts 

90S-.0 Misc. customer Accounts Exp. 

TOTAL CUSTOMER ACCTS. (1987$) 

Total (Less Oncollectibles) 

Escalation Amounts, 1987 to 1990 
Labor 
Non-Labor 
Other 

Total. 

TOTAL COS TOMER ACCTS. (1990$) 

Total (Less Uncollectibles) 

Ac1optec1 .... _-----_ .. 
$4,368 

19,16S 

63,55-3 

,6,95-7 

9,8.8$ --.. -----~-
$103,928 

$96,971 

7,887 
2,427 

o 
$10,314 

$114,242 

$107,.28$ 
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PACIFIC CAS- AND ELECTRIC COMPANY 
Electric Department - Total Co=pany (Exc1. D1ablo canyon) 

DEMAND-SIDE MANAGEMENT EXPENSE 
(Thousands Of 1987 Dollars Unl.ss Otherwise Indicated) 

Test Year 1990 

Account 
No. Description 

Residential & Non-Residential 
Conservation, Service Planning, 
Tariff Administration, and Load 
Management Expenses 
--~------~----~~-~-----~-------907.0 Suporvision 

908.0 CUstomer Assistance Expense 

909.0 Informational & Instruct. Exp. 

910.0 Miscellaneous 

TO'X'AL DEMAND-SlOE 
MANACEMENT- (1987$) 

Escalation Amounts, 1987 to 1990 
Labor 
Non-Labor 
Other 

Total 

TOTAL DEMAND-SIDE 
MANAGEMENT (1990$) 

Adopted 

$3,056 

83,691 

1,802 

11,.404 

$99,953 

3,369 
6,006 

o 
$9,37S 

$109,.328 
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PACIFIC GAS AND ELECTRIC COMPAN~ 
Electric Department - Total Company (EXc1. Diablo canyon) 

ADMINIS'l'RM'IVE , GENERAL EXPENSES 
(Thousands Of 1987 Dollars Unl... otherwi.. Indicate4) 

Te.t Year 1990 

Account 
No. Description 

---~~~ -~~------~--------~---~------

920.0 
921.0 
922.0 
923.0 
924.0 
9250.0 
926-.0 
927.0 
928.0 
930.0 
931 .. 0 

Operation 
---------
A4ministrative , Gen. Salaries 
Office supplies and Expenses 
A4min. & Gen. Transfer Credit 
Outsi4e Services Employed 
Property Insurance 
Injuries an4 Oamaqes 
Employee Pensions aneS .Benefits 
Franchise Requirements 
Regulatory Commission Expenses 
Other Misc ~ General Expenses 
Rents 

Total Operation 

Maintenance -_ .... _------
935-.0 Maintenance of General Plant 

Total Maintenance 

TOTAL ADMIN. , CEN. (1987$) 

Total (Less Franchise Req.) 

Escalation Amounts, 1987 to 1990 
tabor 
Non-tabor 
Other 

Total 

TOTAL ADMIN. & GEN'~ (1990$) 

Total (tess Franchise Req.) 

A4opte4 

$99,382 
30,477 

(23,764) 
11,223 
16,348 
35-,776 

139,683 
19,5-13 

160 
38,841 
15-,072' 

$382,710 

2,719 

2,719 

--_ .. _-----
$385,429 

$365-,917 

17,084 
11,,176 

o 
$28,261 

----------
$413,690 

$394,177 
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PACIFIC GAS- AND ELEC'l'RIC COMPANY 
Electric Department - Total company (Excl~ Diablo Canyon) 

EXPENSE SUMMARY 
(Thousancis Of 1987 Dollars Unless Otherwise Inciieate4) 

Test Year 1990 

Description 
---~~--~--~------------~ TOTAL NON-ESCALATED (1987$) 

Steam Pr04uction 
Nuclear Production 
Hy4raulie Pr04uction 
Other Production 
Total Pr04uction 
Transmiasion 
Distribution 
CUstomer Accounts 
Deman4-Side Managel'llent 

$165,788 
1,022 

39,5-63 
1,249 

Admin. and Gen. (incl. wage related) 
Other Adjustments 

Total Non-Escalated (1987$) 

TOTAL ESCALATED (1990$) 

Steam Production 
Nuclear Production 
Hydraulic Production 
Other Production 
Total Production 
Transmission 
Distribution 
CUstomer Accounts 
Demand-S,ide Management 
Admin. and Gen. (incl. wage 
Other Adjustments 

Total Escalateci (19'90$) 

187,912 
1,.15-7 

44,669 
1,401 

related) 

TOTAL ESCALATION (1987$ to 1990$) 

Steal'll Production 
Nuclear Prod~ction 
Hydraulic Production 
Other Production 
Total Production 
Transmission 
Distribution 
CUstomer Accounts 
Demand-Side Management 
Admin. and Gen. (incl. wage 
Other Adjustments 

Total Escalation 

22,124 
135 

5,107 
152 

related) 

Mopte4 
---------.... 

$207,622 
53,942 

272,994 
103,928 
99,953 

385,429-
(16-,.159) 

$1,.107,710 

$235-,138 
60,225 

308,.174 
114,242 
109,328 
413,090 
(17,504) 

$1,223,293 

$27,517 
6,283 

35-,.180 
10,.314, 

9,375-
28,.261 
(1,.345) 

$11S,5a3 
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PACIFIC GAS AND ELEC'l'lUC COMPANY 
Electric Department - Total Company (Excl~ Diablo canyon) 

LABOR~ 
(Thousands Of 1987 Dollars Unless otherwise Indicated) 

Test 'lear 1990 

Description 
--~---~------~-----~-~--LABOR NON-ESCALATED (1987$) 
~--------~-~---~---~~------steam Production 
Nuclear Production 
Hydraulic Production 
Other Production 
Tot41 Production 
Transmission 
Distribution 
CUstomer Accounts 
Demand-Side Man4gement 
Admin. and Gen. (incl. wage 
Other Adjustments 

Total Non-Escalated Labor 
Labor Escalation Factor 

LABOR ESCALATED (1990$) 

Steam Production 
Nuclear Production 
Hydraulic Produetion 
Other Production 
Total Proc1uctioJ'l 
Transmission 
Distribution 
CUstomer Accounts 
Demand-Side Management 
Administrative aJ'ld CeJ'leral 
Other Adjustments . 
Total Escalated Labor 

$71,674 
47S-

20,.881 
. 871 

related) 

79,378 
526 

23,125-
965 

LABOR ESCALATION (1987$ to 1990$) 
----~-~---~---------~~----~------Steam Production 
Nuclear Production 
Hydraulic Production 
Other Production 
Total Production 
Transmission 
Distribution 
CUstomer Accounts 
Demand-Side Management 
Administrative and ceneral 
Other Adjustments 

Total LabOr Escalation 

7,704 
5·1 

2,2~4 
94 

Adopted 

$93-,901 
29,886 

14S,3S2 
73,377 
31,345-

158,940 
(12,S15) 

$520,287 
1.10749 

$103,994 
33,098 

160,976 
81,264 
34,714 

176,024 
(13,.860) 

$576,.2'11 

$10,.093 
3,212' 

15-,.624 
7,887 
3,369 

17,.084 
,1,.345) 

$550,925 
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PACIFIC GAS AND ELECTRIC COMPANY 
Electric Department - Total company (Excl. Diablo Canyon) 

NON LABOR S~y 
(Thousands ot 1987 Dollars Unless otherwise Indieate~) 

Test Year 1990 

Description 

NON-LABOR NON-ES~ED (1987$) 
------~~-~~-~~-----------------Steam Production 
Nuclear Production 
Hydraulic Production 
Other Production 
Total_Production 
Transmission 
Distribution 
customer Accounts 
Demand-Side MAnaqement 
Administrative- and General 
Other Adjustments 

Total Non-Escalated Non-La~or 

Non-Labor Escalation Factor 

NON-LABOR ESCALATED (1990$) 
--------~-----~-~----------Steam Production 
Nuclear Production 
Hydraulic Production 
Other Production 
Total Production 
Transmission 
Distribution 
customer Accounts 
Demand-Side Manaqement 
Administrative and General 
Other A~justments 

Total Escalated Non-La~or 

$94,114 
S47 

18-,682 
378 

108,533 
631 

21,S44 
436 

NON-LABOR ESCALATION (1987$ to 1990$) 
---------~---~~-------------~~-------Steam Production 
Nuclear Production 
Hydraulic Production 
Other Production 
Total Pro<suction 
Transmission 
Distribution 
CUstomer Accounts 
Demand-Side Manaqement 
Administrative and Ceneral 
Other Adjustments 

Total Non-Labor Escalation 

14,419 
84 

2,862 
58 

A~opted 

$113,721 
20,038 

127,642 
150,.838 
39,199 
72,947 

o 
$389,384 

1.1S321 

$131,144 
23,108 

147,198 
1S.,265 
45,205 
84,123 

° 
$449,043 

$17,423 
3,070 

19-,556-
2,427 . 
6,006-

11,176 
o 

--------_ .. 
$59,658 
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PACIFIC GAS AND ELECTRIC COMPANY 
Electric Department - Total Company (Excl •. Diablo Canyon) 

OTHER S'O'MMARY 
(Thousands Of 1987 Dollars Onl •• s otherwise Indicated) 

Test Year 1990 

Description 
-----~~--------~---~----OTHER NON-ESCAtATED (1987$) 
~---------~-----------~----Steam- Production 
Nuclear Production 
Hydraulic Production 
Other Production 
Total Production 
Transmission 
D:l.stril:>ution 
CUstomer Accounts 
customer Service & Informational 
Administrative and General 
Other Adjustments 

Total Non-Escalated Other 

Other Escalation Factor 

01HER ESC~EO (1990$) 

·Steam Production 
Nuclear Production 
Hydraulic Production 
Other Production 
Total Production 
Transmission 
Distribution 
CUstomer Accounts 
Demand-Side Management 
Administrative and General 
Other Adjustments 

Total Escalated Other 

OTHER ESCAtATION (1987$ to- 1990$) 
-~~------~---------~--~----------Steam Production 
Nuclear Production 
Hydraulic Production 
Other Production 
Total Production 
Transmission 
Distribution 
CUstomer Accounts 
Demand-Side Management 
Administrative and General 
Other Adjustments 

Total Other Escalation 

$0 
o 

° ° 

o 
o 
o 
o 

o 
o 
o 
o 

Adopted 
-... --------

$0 
4,018 

o 
14,713 
29,409 
1~3,S43 

(3,644) ------_ ... -
$198,039 

1.0000 

$0 
4,018 

o 
14,713 
29,409 

lS3,S43 
(3,644) 

$198,039 

$0 
o 
o 
o 
o 
o 
o 

$0 
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PACIFIC GAS ANt) ELECTRIC COMPANY 
Electric DepartJllent - Total COJllpany (Excl. Diablo- canyon) 

TAXES 0'l'HER THAN ON InCOME 
'l'housan4s Of 1990 Dollars 

Test Year 1990 

Description 
~-~---~--~------~---~-~-

A4 ValoreJII· Taxes 
---~-----~----~-Ca .. , Ariz., N .M .. , Nev. 

Total A4 Valorem Taxes 

Payroll Taxes --.. ---_ ..... _---
Federal Insurance Contri~ .. Act 
Federal Unemployment Insurance 
State Unemployment Insurance 
San Francisco Payroll Expense Tax 

Total Payroll Taxes 

Miscellaneous Taxes 
-------~----~----~-Business and Other Taxes 

Total Miscellaneous Taxes 

Total Taxes 0'1'01 

-------.,.-

597,091 

97,091 

37,982 
693 
95-1 

2,629 

5-,073 ---... .,..---
5-,073 

... _--------
$144,418 
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PACIFIC GAS AND ELECTRIC COMPANY 
Electric Department - ~otal Co~pany CExcl. Dia~lo· Canyon) 

INCOME TAXADJOSTMENTS 
Thousands Of 1990 Dollars 

Test Year 1990 

Description Adopted 
-~--~--~---~--~---------

"41111_~ ______ 

Calitornia Income Tax Adjustments 
-~-~---~-~--------------.~---~~--CCFT Depreciation $423,657 
Fiscal/Calendar Adjustment 1,764 
Interest Charges 347,647 
Operating Expense Adjustment (745) 
Capitalized Interest Adjustment (17,168) 
Ad Valore~ Taxes capitalize~ 112 
Use Tax Capitalized 0 
Removal Costs 17,544 
Vacation Accrual Re4uction (4,255) 
Repair Allowance 37,489 
Capitalized Pension and Senetits 3,271 -----_ ... -.... 

$809,317 

Federal Income Tax Adjustments 
----~~---~-----~-----------~--FIT Depreei.ation 348,700 
Fiscal/Calendar Adjustment 1,764 
Interest Charges 347,647 
Operating Expense Adjustment (745) 
Capitalized Interest Adjustment (17,168) 
Ad Valorem Taxes capitalized 112 
Removal Costs 17,544 
Vacation Accrual Reduction (4,2$$) 
Repair Allowance 27,000 
Capitalized Pension and Benefits 3,271 
Preferred Dividend Credit 3,507 

-----,. ... ---
$727,377 
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PACIFIC CAS AND ELECTRIC COMPANY 
Electric Department - Total Company (Excl. Diablo canyon) 

TAXES< ON INCOME 
Thousands Of 1990 Dollars 

Test Year 1990 

Description 

California Corporation Franchise Tax 
~------~--~----------~--~------~----Operatinq Revenues 

Operating Expenses 
Qualified. Nuclear Decommissioninq E)(p. 
Taxes Other Than On Income 
Income Tax Adjustments 
Superfund tax 

California Taxa~le Income 
ccrr· Tax Rate 

Current CCFT 

CCFT CREDITS· 
Defense Facilities Credit 
Deferred Taxes - Other 
Deferred Taxes - Interest 
Deferred Taxes - vacation 

TOTAL CCFT 

Federal Income Tax 

operatin9 Revenue~ 

Operatinq Expenses 
Qualified Nuclear De~ommissioninq Exp~ 
Taxes Other Than On Income 
CCF'I' 
Income Tax Adjustments 
Superfund tax 

Federal 'I'axa~le Income 
FIT Tax Rate 

Federal Income Tax 
Flow~ack of Excess Def'rd Taxes 
Defense Facilities Credit 
Deferred Taxes - Other 
Deterred Taxes - Interest 
Deferred Taxes - vacation 

FIT· Before Adjustments 
Less: Investment Tax Credit 

FIT Before Adjustments 

Adopted 
~-.. --.. --~-

$3,140,921 

1,225,968 
64,761 

144,418 
809,317 

1,.074 

$895,383 
9.30% 

.. ~ .. -------
$83,271 

(114) 
52 

(11"597) 
(397) --------.. ~ 

$81,215 

$3,140,921 

1,225,968 
64,761 

144,418 
83,271 

727,377 
1,074 -.. __ .. _---... 

$894,0-52 
34.00% 

$303,978 
(1,208) 
(1,087) 
(1,S73) 
(5,294) 
(1,312) 

,. .. _--_ .. -.. -
$29~/S04 

84 .. -----.. --~ 
$293,420 
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PACIFIC CAS AND ELECTRIC COMPANY 

Electric Department - Total Company (Excl. Diablo canyon) 
DEPREC~ION ~ NOC~ DECOKMISSXONINC EXPENSE 

Thousands Of 1990 Dollars 
Test Year 1990 

Description 

Steam Production 
Nuclear Production 
Hydraulic Production 
Other Production 
Transmission 
Distribution 
General and Common Plant 
Experimental Plant 

Total Depreciation Expense 

Nuclear Decommissioninq Expense 
-----------~~-------~-----------Qualified 
-------..,--
Diablo Unit 1 
Diablo-Unit 2 
Humbolt Unit 3 (50%) 

Sub Total 

Nonqualitied 

Humbolt Onit 3 (50%) 

Total Nuclear Decommissioninq Expense 

Adopted 

$99,213 
o 

37,872 
4,470 

57,609 
262,245 

62,630 
o -.. ~ .. ----~ .. 

524,03-8 

$24,285 
30,189 
10,237 

$64,761 

10,287 

$750,048 
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PACIFIC GAS AND ELEC'l'RIC COMPANY 
Electric Department - Total company (Excl.D1ablo Canyon) 

DEPRECIATION RESERVE 
Thousands Of 1990 Dollars 

Test Year 1990 
Description 
------------~~--~-------

Depreciation Reserve - EOY 
-----~~--~----------------Steam, PrOduction 
Nuclear Production 
Hydraulic Production 
Other PrOduction 
Transmission 
Distribution 
General and Common Plant 

Depreciation Reserve - BOY 

Other Adjustments (exel. Depr. expense) 
-----~-----------~--------------------~--Steam Production 
Nuclear Production 
Hydraulic Product~on 
Other PrOduction 
Transmission 
Distribution 
General and Common Plant 

Other Adjustments (excl. depr.) 

Depreciation Reserve - EOY 
------------------~~-~----Steam Production 
Nuclear Production 
Hydraulic Production 
Other Production 
Transmission 
Distribution 
General and Common Plant 

Depreciation Reserve - EOY 

Depreciation Reserve - Wtd~ avq. 

AcSopte\1 
---~-,..-----

$1,047,737 
o 

471,000 
27,980 

65-2,962 
2,21S,551 

410,,~0 

$4,82S,790 

16,858 
o 

71Z 
o 

2,411 
41,096 

(11,434) 

49,643 

1,130,092 
o 

508,160 
32,4S0 

708,160 
2,436,700 

484,624 --_ ... -----
S, 300,185-------_ .. _-

$5-,062,988-
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PACIFIC CAS ANt> ELECTRIC COMPANY 
Electric Department - Total company (Excl. Diablo Canyon) 

PLANT' IN SERVICE - EOY 
Thousands Of 1990' Dollars 

Test Year 1990 
Description 
-~--~--~-----------~--~-Plant in Service - BO¥ 
~--~~---------~----~--Intanqible 
Production Plant 

steam 
Nuclear 
Hydraulic 
Other Production 

Total Production 
Transmission Plant 
Distribution Plant . 
Ceneral and Common Plant 
Diablo Canyon Adjustment 

Total Plant in Service : BOY 

Plant in Service - Net Additions 
---~~--------~---------~------.-Intanqible 
Production Plant 

Steal'll 
Nuclear 
Hydraulic 
Other Production 

Total Production 
Transmission Plant 
Distribution Plant 
General and Common Plant 
Diablo, Canyon Adjustment 

Total Net Additions 

Plant in Service - EOY 

Intanqible 
Production Plant 

Steam 
Nuclo1!ar 
Hydraulic 
Other Prod.uction 

Total Production 
Transmission Plant 
Distribution Plant 
General and Common Plant 
Diablo Canyon Adjustment 

Total Plant in Service : EO~ 

Adopted _ .. _-------

$34,123 

2,367,.391 
o 

1,850,970 
68,.839 

..... -------.. 
$4,287,200 
1,746,.581 
6-,.042,.989 
1,.106,.~0 

o 

$13,217,453-

$4,476 

76,.497 
o 

90,288 
3,368 

----.. -----
$170,1$3 

99,109 
435--,605-
145·,084 

o 
-----------

$854,427 

$38,599 

2',443,888 
o 

1,941,258 
72,.207 

$4,457,.353 
1,845-,.690 
6,478,.594 
1,25-1,..644 

o 
----------

$14,071,.880 
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PACIFIC CAS ANO ELECTRIC COMPANY 
Electric Department - Total Company (Excl. Diablo Canyon) 

PLAN'I' IN SERVICE - W'l'O .. AVG. 

Oescription 

Thousands Of 1990 Dollars 
Test Year 1990 

-----~-~~----~-----~----Plant in Service - BOY 

~~-~------~-----------Intangible 
Production Plant 

Steam 
Nuclear 
Hydraulic 
Other Production 

Total production 
Transmission Plant 
Oistribution Plant 
ceneral Plant 
Dia~10 canyon Adjustment 

AdoptelS 

$34,123 

2,367,391 
o 

1,850,970 
68,839 

~------.. --
$4,287,200 
1,746,5$1 
6-,042,989 
1,106,~0 

o 

Total Plant in Service : BOY $13,217,4S.3 

Plant in Service - Weiqhted Averaqe Net Additions 
----~-------~-----------~--------~--------~---~--Intanqible 
Production Plant 

Steam 
Nuclear 
Hydraulic 
Other Production 

Total Production 
Transmission Plant 
Distribution Plant 
General and Common Plant 
Diablo Canyon Adjustment 

Total Wtd. Avq .. Net Additions 

Total Plant in Service - Weighted Average 
--------~------------------~-------------13635·112 Intangible 
Production Plant 

Steam 
Nuclear 
Hydraulic 
Other Production 

Total Production 
Transmission Plant 
Distribution Plant 
General Plant 
Diablo Canyon Adjustment 

Total Plant in Service : Wt4. Avq. 

$2,500 

19,339 
o 

61,682 
1,.628 

$82,.649 
38,725-

217,153 
56,795 

o 
$397,822 

$36,623 

2,386,730 
o 

1,912,?52 
70,467 

------------$4,369,849 
1,.78S.,306 
6·,260,.142 
1,163,355-

o 
$13,613-,275-
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PACIFIC GAS AND ELEC'l'RIC COMPANY 
Electric Department - Total Company (Exel. Diablo canyon) 

WEIGHTED AVERAGE DEPRECIATED RA1'E BASE 
Thousands Of 1990 Dollars 

Te.t Year 1990 

Description 

FIXED CAPITAL @ BECINNINC OF YEAR 
-~----~-~--------~-----~-----~~----Plant in Service 

PHFO 

Total Fixed. Capital - 20Y 

WTD.. AVG.. NET ADDITIONS 
-~--------~-----~------Plant in Service 

PHFt1 

Total Wtd.. Avq .. Additions 

Tot. ·Wtd. Avq. Fixed Capital 

TAX REFORM ACT OEFERAALS 
~-----~-----------~----~ Capitalized Interest 

Vac Pay Deferrals 
CIAC Deferral 

Tota·l Tax Reform Act Deferrals 
AOO'O'STMENTS 

Cust. Adv. for Construction 

Total Adjustments 
WORKING CAPITAL 

Fuel Stock - Coal/Misc. 
Materials & Supplies 
workine.; Cash 

Total Wor~inq Capital 

Tot. Before Oed. for Reserves 
DEDOCTIONS FOR RZSERVES 
-----~~-----~--------~~ Wtd.. Ave.; •. Depreciation Reserve 

Taxes Oef. - Defense .~': 
Taxes Oef. - ACRS 
Taxes Def. - Ref. Ret. Debt 
Deferred ITC 

Total Oed. for Reserves 

Wei9hted Averaqe Depreciated Rate Base 

A~opte~ 

$13,217,453 
7,538 

.-"''':'-------
$13,224,991 

397,822 
o 

$397,822 
.. _------... 

$13,&22,813 

16,.Z26 
26,355 
19,459 

$62,140 

(97,.459) 

($97,459) 

o 
66.,047 
82,273 

$148,320 

$13,735,814 

5,062,'988 
10,.003 

506,548 
(6,.832,) 

225,.951 

$5-,798,657 
--------_ ... 
$7,937,157 
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PACIFIC GAS AND ELECTRIC COMPANY 
Electric Department - Total Company (Excl~ Diablo Canyon) 

DETERMINATION OF AVERAGE AMOUNTS OF WORXING 
CASH CAPITAL St7PPLIED BY' INVESTORS 

Thousands ot 1990 Dollars 
Test Year 1990 

Description 
~~------~---------------
Operational Cash Requirements 
-----~----~-----~----------~-Cash 
Special Deposits & Wor~inq Funds 
Other Receivables 
Prepayments 
Deterred Debits, company-wide 

Total 

Less: Amounts Not Supplied By Investors 
----~-------~---------------~-------~--Accrued Vacation & Empl. WitholcSinqs 
Credit reed. tor capitlizec1 supplies 

Total 

Subtotal, Total Company 

Electric Department Allocation Percentag 

Electric Department Allocation 
Franchise Fee Amortization 
Prepayments - Electric Department 

Total Operational Cash Requirement 

Plus: Averaqe Amoun~ Reql.1ired 

Adopted 
-----------

$37,440 
4,058 

29,219 
10,721 
4,166 --... -------

88,.522 
22,033 

----------
$110,55S 

---------.-
($24,951) 

66.73% 

(16,650) 
(1,104) 
l,OOS 

($16,749) 

Avg. Amt~ Req. as a Result of Paying Expenses 
in Advance ot Collecting Revenues 99,021 

Total $99,021 
... _--------

Average Net Amount ot working 
Cash Capital Supplied by Investors $82,27:J 
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• PACIFIC GAS, 1tNf) ELEC'l'RIC COMPANY 
Electric Department - Total Company (Excl. D1abl~ Canyon) 

DEVELOPMENT OF AVERAGE LAG IN PAYMENT OF EXPESES 
Thousands Of 1990 Dollars 

Test Year 1990 

Averaqe 
Oescript1on Expense Lag Days Product 
-------~---~-~~----- -~-.. -----,." ------_ . .,. ---.. ----.... 

(A) (B) (C-AxB) 

Fuel Oil 13,848 14.91 206474 
Geothermal Steam 127,054 25-.21 3203031 
Natural Gas PUrchas 220,914 37,.06 8191491 
Nuclear Fuel 0 70.63 , 
red. Income Tax $343,367 98.96 33979603 
Purehased Power 1,341,820 47.29- 634S4~8 
Ad Val.Tax - CA 97,091 43 .. 74 4246758 
Payroll 561,521 14 .. 20 7973602 
Franchise Requireme 31,240 255--.41 7979054 
Goods and Services 385,737 32.94 12706:r.75--
Pension Expense 49,874 -3.92- -19-5507 
s.r. Payroll Tax 2,629 137.37 361093 
rICA Tax 37,982 6·.64 252200 
Fed_ Unemp,_ Ta)C' 693 73.93 5-124S 
State Unemp.. Tax 951 75--.. 66 71927 

• Group Lite Insuranc 7,002 -18 .. 84 -131925-
State Crp rrnch Tax 94,939 80.33 7626425-
Oepreciation 524,038 0.00 0 
Materls From store 150,754 0 .. 00 0 
Insurance and Casua 52,124 18'.84 982016 
Income Taxes, Oeter 39,986 0.00 0 
Abandoned Project 24 0.00 0 
Savings Fund Plan 11,842 0.00 0 
Health Vision & Oen 60,740 8 .. 2-1 498674 
Adj. to ERTA Tax Ba (52,432) 98.96, -5188662 

~-~~-----~----~-- -----..... _-.--. 
TOTAL 4,103,739 146,268,342 

. Exp. Laq Oays 35.64 - (C) / (A) 
Revenue Lag Days 44.45-
Adj. to- Rate Bas 99,021 

Rate Base Factor 7,838,135-
-------------~-~-New Rate Base $7,937,157 . 

• 
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PACIFIC GAS AND ELECTRIC COMPANY 
Electric Department - Total company (Excl. Diablo Canyon) 

StJHM.AR.Y OF v.:RNINGS AT AOOP'l'EO PRESENT RAn 
REVENUES AND EXPENSES 

(Thousands Of 1990 Dollars Unless otherwi.e Indicated) 
Test Year 1990 

Oescription 

Op0ratinq Revenues 
--~~--------~--~--
Revenues 

Total Operatinq Revenues 

Operatinq Expenses 

Production 
Transmission 
Distril:>ution 
customer Accounts 
Uncollectibles 
Demand-Side Manaqcxnent 
Administrative & Coneral 
Franchise Requirements 
Other Adjustments 

Subtotal (1987 Dollars) 

Labor Escalation Amount 
Non-Labor Escalation Amount 

Subtotal (1990 Dollars) 

Energy cost 
Project Amortization 
Depreciation 
Nuclear Decommissioning Exp. 
Taxes Other Than On Income 
Superfund tax 
CA corporation Franchise Tax 
Federal Income Tax 

total Operating Expenses 

Net Operating Income 
Rate Base 
Rate of Return (Total System) 

Adopted 
---------~ 

$3,140,921 
----------
$3,140,921 

207,622 
53,942 

272,994 
96,971 

6,95-7 
99,95-3 

365-,.917 
19,513 

(16,159) 

$1,107,710 

550,925 
59,658 --... -_ .. _---

$1,223,293 

2,651 
24 

524,038 
75,048 

144,418 
1,074 

81,.215-
293,420 

------~ .... --
$2,345,181 

$795,740-
7,937,157 

10.03% 
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PACIFIC CAS AND E:t.EC'l'RIC COMPANY' 
Electric Oeprt.- CPUC Jurisdiction (Excl. Dia~l~ canyon) 

St1MMAR.Y OF EARNINCS AT AOOPl'ED PRESEN'r RA1'E 
REVENUES AND EXPENSES· 

(Thousands Of 1990 Dollars Unless otherwise Indicated) 
Test Year 1990 

Description 
Juris4ictional 

Factors Adopted _____ ~~ __________ ~M_~~ ________________ ~__ _ ________ _ 

Operating Revenue$ 
--------------~-~-Revenues 0.97'53 $3,063,486 

----------
Total Operatinq Revenues 3,063,486 

Operatinq Expenses 
-----~--------.~--Production 0.9945, 206-,480 
Transmission 0.8805 47,498 
Distri~ution 0.9839 268,596 
CUstomer Accounts 0.9987 96,849 
Uneollecti~les 6,786 
Demand-Side Management 1.0000 99/9~3 
Administrative & Cen. 0.9819 3~9,301 
Franchise Requirements 19,020 
Other Adjustments 1.0000 (16-,,159) ----_ .... _--

su~total (1987 Dollars) $1,088,324 

La~or Escalation Amount 0.9819 54,915-
Non-x..a~or Escl.. Amount 0 .. 9835, 58,.676 

----------
Subtotal (1990 Dollars) $1,201,915-

Enerqy Cost 0.0358 95 
Project Amortization 0.9932' 24 
Depreciation 0.9748 510,.833 
Nuclear Decommissioning 0 .. 9941 74,605-
Taxes Other Than On Inc 0.9756- 140,901 
Superfund tax 1,.020 
CA corporation Franchis 0 .. 9646 78,.339 
Federal Income Tax 0.9679 284,001 --..... _--... 

Total Operatinq Expenses $2,291,.732 

Net Operatinq Income $771,.754 
Rate Base 0.9720 7,715,152 
Rate of Return 10.00~ 

----------~"-----~----~---~------~~---~-------~--~----Auth. Rate of Return (CPOC Jurisdiction) 10 .. 96~ 
Net-to-GrOS$ multiplier : 1 .. 68679 

... _---_ ... ---
Authorized iner. in Revenues : $124,531 
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PACIFIC GAS ANO ELECTRXC COMPANY 
Electric Oeprt.- CPUC Jurisdiction (Excl. Diablo Canyon) 

AOOP'l'ED stnOIARY OF EARNINGS-
(Thousan4s Of 1990 Dollars Onle.. Otherwi.. In4icate4) 

Test Year 1990 

Description 
--~------~-----~-~------

Operatinq Revenues 
-~----------------Adopte~ Present Rate Revenues 
Authorize4 incr. in Revenues 

Total Operatinq Revenues 

Operatinq Expenses 

Production 
Transmission 
Distril:>ution 
customer Accounts 
Uneolleetil:>les 
Demand-Side K4naC]ement 
Administrative & Gen. 
Franchise Requirements 
Other Adjustments 

Sul:>total (1990 Dollars) 

Ener9Y Cost 
Project Amortization 
Depreciation 
Nuelear Oecommissioninq Exp. 
Taxes· other Than On Ineome 
Superfund tax 
CA Corporation Franchise Tax 
Federal Income Tax . 

Total Operating Expenses 

Net Operating Income 
Rate Base 
Rate ot Return 

Adopted 

$3,.063,486 
124,5031 

$3,188,017 

233,845 
53,030 

303,.209 
107,150 

7,061 
109,328 
387,.051 

19,.812 
(17,s.o4) 

----------
$1,.202,.983 

95 
24 

5l0,833 
74,60S 

140,90l. 
l,.l54 

89,809 
322,033 

$2,.342,.436 

$845,.58l 
7;715,.152 

10.96% 
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PACIFIC CAS AND ELEC'l'RIC COMPANY 
Electric Department - Total Company (Excl. Diablo canyon) 

DEVELOPMENT OF THE NET-To-CROSS MOI.TIPLIER-
Test Year 1990 

Description 

Cross Operatinq Revenues 

Less:. Oncoll .. 

Less: Franchise 

Less: super Fund 

Less: S .. I.T. 

Less: F.I .. T. 

(A) 

0 .. 002220 

0.'006389 

0.001200 

0 .. 093000 

0 .. 340000 

Net Opera,tinq Revenues 

Oncoll. & F.F. Factor 
Superfund, State & Fed .. Tax Factor 
N-T-G Multiplier 

(B) 
-------

0.997743 

O.99SS28 

0.898244 

0.990347 

0.898244 

(C-A*B) 
--------
1 .. 000000 

0 ... 002215-
----------..... ~ 

0 ... 99778S 

0.006360 . -------------
0.991425 

0 .. 001078 .... -~~ .... ----.. -
0 .. 990347 

0 .. 092102 
-------------

0-.898244 

0 .. 305403 
-------------

0 ... 592841 

1 .. 003650 
1 .. 672327 
1 .. 686792 
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PACIFIC CAS AND ELEC'I'RIC COMPANY 
Electric Department 

ESCALATION FACTORS - Total Company 
COST OF CAPITAL - CPOC Juriad-ietion 

Test Year 1990 

Description 

Paqe 31 

Adoptee! 
-~-------~-~~----~----~-~-~-~ .. ----... ,..~~-

LABOR ---------~--> 1988 2 .. 750% 
ESCALATION FACTORS 1989 2.750% 

1990 4.900% 
1991 4.200t 
1992 4 .. 800% 

NON-LABOR --------> 1988 $ .. 170% 
ESCALATION FACTORS 1989 4 .. 600% 

1990 4.830% 
1991 5.270% 
1992 5.460% 

OTHER ------------> ALL YEARS 0 .. 000% 

COMPOSITE ESCALATION FACTORS 
~-~-------~----~------~-----LABOR 1987 TO 1990 10 .. 749% 
NON-IABOR 1987 TO 1990 15-.. 321% 
OTHER- 1987 TO 1990 0,,-000% 

COST CAPITALIZATION WTD. COST ~ __________________ ~_w ____ ~ ______ ~ __ 

De~t 
Pre!. Stock 
Common equity 

9.32% 
8.79% 

1Z .. 90% 

47 .. 0.0% 
6.2-S% 

46.75" 

4.38% 
0.55% 
6 .. 03% 

----------------~-~------~-~------------------~------------~ Auth. Return on Rate Base (cPO'e Jurisdiction) : 10.9-6% 

(END OF APPENOIX B) 
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ATTRITION YEAR 1991 --_._-.....•....... _---..... _-.-_._-... ----........ ---_. __ ... ----
ExpenaeIJ 

tor A'lt1991 
in ooo,.~ 
of 1990$ 

Expenses 
for A'ltl.991 

in OOO"s 
of 1990$ 
(Calif., 

Transfer 
of Other 
Expenses 

to· Labor/ 
Non-Labor 

Expense. 
tor AYl991 

in 000'. 
ot 1990$ 

for Attrition 
purposes 

-----~-~---------~-----~-~--~-~----~------~---~--~ AOOl>TEO I N GRC 
-----------... _---------------_ ... -_._----------_._---...... _-.. . 
Produetion (Juris. Al1oe. Factor - 0 .. 9945-
-------------~----------~----------~-~--~-------~~----~--~-------Labor 
Non Labor 
Other 

103,994 
131,144 

o 
103,.422 
130,423 

o 

o 
o 
o 

103,.422 
130,423 

o 
-----------~----------~---------~-----------------235-,138 233,845 233,845 

Transmission (Juris. Alloc. Factor -

o 
0.8805-

.-------~-~---~--------------------------~-------------~---------Labor 
Non Labor 
Other 

33,098 
23,108 

4,.018 

29,144 
20,348 

3,538 

o 
o 
o 

29,144 
20,348 

3,5-38 
--------~~---~------~-~-~-~~--------~-~---------~-60,225 53,030 53,030 

Distribution (Juris. Alloc. Factor -

o 

0.9839 

~------------------~----~----------------------------------------Labor 
Non Labor 
other 

160,976 
147,198 

o 
15-8,.383 
144,826 

o 

o 
o 
o 

158,.383 
144,826 

o 
-~--~-~--------~-----------------~------~---------308,174 303,209 303,209 

CUstomer Accounts (Jur1s. Alloc. Factor 

o 
0.9987 

-------~-------~-------------~----------------------~----------~-Labor 
Non Labor 
other 

8l,264 
18,265-
14,713 

81,162 
18,242 
14,808 

o 
o 
o 

81,.l62 
18,.242 
l4,.808 . 

---~--~-----------------------------.-----~-------114,242 114,211 o 114,211 

Demand-Side M9'1nt (JUri5. Alloc. Factor 1.0000 ) 
---~--~------~-------------------~----------~----------_._-------Labor 
Non Labor 
Other 

34,714 
45-,205-
29,409 

34,7l4 
45-,205· 
29,409 

o 
o 
o 

34,714 
45-,20$ 
29,409 

----------------~---------------------------------109,328 109,328 109,328 

Admin. & Gen. (Juris. Alloc. Factor -

o 

0.98l9 

-------------~------~---------~--~----------~-~-~--.------~---~--Labor 
Non Labor 
Other 

176,.024 
84,123 

153,543 

172,.842 
82,602 

l5ol,.419 

6S.,.636· 
6$,970 

(131,.607) 

238,478 
148,572 

19,812 
--~-------~-~---~--~-~----~---~------~-----~-----~ 413,690 406,863 o 406,863 
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__ •.•••••••• _________ • _______________ ........... __ • _______ ._a ___ _ 
Expenses 

tor AY'1991 
in OOO's 
ot 1990$ 

Expenses 
tor AY'l991 

in OOO's 
ot 1990$ 
(C41i~. ) 

Transter 
ot other 
Expenses 

to Labor/ 
Non-Labor 

Expenses 
tor AY'1991 

in 000'. 
ot 1990$ 

tor Attri.tion 
purposes 

AOOPT'EO I N GRC 
.-~ ........ ---.. ------........ -.. -••......... -.-........ ~ ....... . 
Other Adjustments (Juris. Alloc. Factor 1 .. 0000 
--------~~~-~~----------~-----~-------------~~-----~----~~~~~~---Labor 
Non Labor 
Other 

TOTAL O&M EXPENSES 

Labor 
Non Labor 
Other 

(13,860) 
o 

(3,644) 

(17, ~04) 

5·76,211 
449,043 
198,039 

(13,860) 
o 

(3,644) 

(17,504) 

56S,807 
441,646 
195,530 

o 
o 
o 

o 

65,636 
65,970 

(131,607) 

(13,860) 
o 

(3,644) 

(17,.S04) 

631,.444 
507,616 

63.,923 
-~--~~-----------~--------------------------------1,223,293 1,.202,.983 o 1,202,983 

. ......... __ .... ----_ ... __ ........ ----._--_ ... _-----...... -------
Labor Base tor A¥ 1991 in 1990$ (Adopted in eRC) 
1990 Labor Escalation (estimated in eRC) 
1989 Labor Escalation (estimated in GRe) 
1988 Labor Escalation (estimated in eRC) 
1988 Labor Escalation (use recorded) 
1989 Labor Escalation (use recorded) 
1990 Labor Escalation (use updated estimate) 
1991 Labor Escalation (use updated estimate) 

Labor Base tor AY 1991 in 1991$ 

Labor Escalation tor AY 1991 in 1991$ 
Uncoll. & Franchise Fee Factor (Adopted in eRC) 

Increase in Revenue Requirement 

Non-Labor Base tor AY 1991 in 1990$ (Adopted in eRC) 
1990 Non-Labor Escalation (estimated in GRC) 
1989 Non-tabor Escalation (estimated in eRC) 
1988 Non-tabor Escalation (estimated in eRC) 
1988 Non~Labor Escalation (recorded) 
1989' Non-Labor Escalation (recorded) 
1990 Non-Labor Escalation (use updated estimate) 
1991 Non-Labor Escalation (use updated estimate) 

Non-Labor Base tor AY' 1991 in 1991$ 

5631,444 
4 .. 90% 
2.75t 
2.75-% 
2.7S% 
2 .. 75% 
4.90% 
4.20% 

657,965 

26,521 
1.00865·0 

26,750 

507,616 
4.83% 
4.60% 
5.17% 
5.17% 
4.60% 
4.83% 
5.27% 

a.t .. ~~~ _____ .. ~ .. 

534,367 
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Non-Labor Escalation for AY 1991 in 1991$ 
UncoIl. , Franchise Fee Factor (Adopted in GRC) 

Increase in Revenue Requirement 

Depreciation Exp·. (Juris. Alloc. Factor 0.9748 ) 

Page 3 

26,7501 
1.0086500 

26,983 ' 

-~~--~~------~-~--~~~-------~-~-~--~~~-------~-~--------------~--System avq. Depreeiation Rate (Adopted in GRC) 
Inerease in Wtd~ Avg. Plant in Service 

for AY1991 (Adopted in GRC) 

Increase in Depreciation expense 

Increase in Depreciation expense (Calif.) 
Net-to-Gross Multiplier (Adopted in GRC) 

Increase in Revenue Requirement 

844,5OS 

Z2,504 

31,6$5-
1 .. 686792 

S~,446 

Ad Valorem Taxes (Juris. Alloc. Factor 0.9756 ) 
--~~~~----------------~---~~--------------~--~-~-----------------System aV9. Ad Valorem Tax Rate (Adopted in eRe) 
Increase in AY1991 EOY Plant in Serviee from 

TY1990 EOY Plant in Service (~dopted in GRC) 

Inerease in Ad Valorem Taxes 

Increase in Ad Valorem Taxes (Calif.) 
Uncoll. , Franchise Fee Factor (Adopted in eRC) 

Increase in Revenue Requirement 

0.6900% 

833,117 
-------------

S,748 

5-,608 
1.00365-0 

$,657 

State Tax Depr. (Juris. Alloc. Factor • 0.9646 ) 
--~-----------~--------------------------~----~------------------State Tax Depr. Rte (Adopted in eRC) 
Increase in AY1991 EOY Plant in Serviee from 

TY1990 EOY Plant in Service (Adopted in GRC) 

Inerease in State Tax Depreciation 

Increase in State Tax Depreciation (Cali!.) 

Increase in CCFT ( Tax Rate • 
Increase in FIT ( Tax Rate • 

Increase in State , Fe~eral Taxes 
Net-to-Gross Multiplier (Adopted in GRC) 

Increase in Revenue Requirement 

9.~O% 
34.00% 

3.0107% 

833,117 

25-,082 

24,194 

(2,2'50) 
765-

(1,435-) 
1.636792-

--~~ .. ~~ .. -... ---
(2,505) 
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FeCleral 'l'ax I>epr. (Juris.. Al10e ~ Factor .9679 ) 
~----~~~---~-----~--~----------------~-----------~--~---~--------Federal ~ax Depr. R3te (Adopted in GRC) 
Increaae in AY1991 Bot Plant in Service from 

'l'Y1990 EOY plant in Service (Adopted in eRC) 

Increase in Federal Tax I>epreciation 

Increase in Federal Tax Depreciation (CAlif.) 

Increase in Federal Taxes ( Tax R3te 
Net-to-Cross Multiplier (Adopted in eRC) 

Increase in Revenue Requirement 

34 .. 00% 

2.4780' 

833,117 
~ .. ~---.. --~ .. -

20,645-

19,9'82 
--------~~ ... --(6,794) 

1.686792 
'-'-------~----(11,460) 

Rate Base (Juris ... Alloc.. Factor - 0.9720 ) 
-----------~--~-~--------------------------~~---~-----~~------~~-,wtd. avq .. Oepr Rate Base tor TY199 0 , (Adopted in eRC) 

Plant in Ser-.riee (Adopted in eRC) 
----~-------~--------------~------Wtd. avq. AClditions tor TY1990 
Net Additions for TY1990 
Wtd. avq. Additions tor A¥1991 

Plant Held tor Future Use (Adopted in eRe) 

Wtd. avg ... Additions for TY1990 
Net Additionstor '1'11990 
Wtd. avq .. Additions tor AY1991 

Depreciation Reserve (Adoptee1 in GRC) 
--------~-~---------*-----------------Wtd. avg~ Depreciation Reserve tor 'l'Y1990 
Wtd. avq .. Depreciation Reserve tor AY1991 

Taxes Deterred - ACRS (Adopted in'CRC) 
----------~-----------~---~~~-----~---~ Wtd. aV9., Deterred Taxes - ACRS for TY1990 
Wtd. aV9. Deterred Taxes - ACRS for AY1991 

Deterred ITC (Adoptee1 in eRC) 
------~----~-~---------~-~---~ Wtd. AV9. Deterred ITC tor TY1990 
Wtd. Avg .. Oeterrec1 ITC tor AY1991 

Wtd .. aV9· Depr Rate Base for AY1991 

Wtd. avg ... Depr .. Rate Base in TY1990 
Wtd .. avg' ... Depr. Rate Base in AY1991 

(Adoptee1 in GRC) 
(Adoptee1 in GRC) 

Wte1. avg __ Oepr .. Rate Base in 'l'Y 1990 (Calif .. , 
Wtd .. avg .. Depr .. Rate Base in AY 1991 (Calif.) 

7,937,157 

(397,822) 
854,427 
387,900 

o 
o 

(3,091) 

5,062,988 
(5-,552,096) 

S06,S48 
(572',838) 

225,951 
(218,751) 

--------_.---
8,230,372 

7,937,157 
8,230,3.72 

7,.7'15-,.152 
8,000,167 
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A.88-12-005 APPENt>IX C 

Long-term Oe):)t 
----~---.. ---.. --
Return on De):)t in T~ 1990 (Adopted in GRC) 
De):)t capitalization in ~ 1990 (Adopted in eRe) 

Wtd. cost of Oe):)t for Test Year 1990 

Return on De):)t in AY 1991 (Adopted in AY1991) 
t>e):)t capitalization in AY 199'1 (Adoptee! in AY1991) 

Wtd. eost of De~t for Attrition Year 1991 

Increase in De):)t cost in Attrition Year 1991 
Uncoll. & Franchise Fee Factor (Adopted in"GRe) 

Increase in Revenue Requirement 

Prete;z:orec1 Stock 

Return on Pref. Stock in TY 1990 (Adopted in GRC) 
Pret.Stk. capitalization in T~1990 (Adopted in CRC) 

Wtd. eost ot Preferred Stock for Test ~ear 1990 

Paqe So 

~~------...... -.. 
4.38% 

9.32% 
47.00% ----.. _-......... _-

4 .. ~8% 

12,484 
1.008650 

---~---~ .. ----
12/592 

8.79% 
6 .. 25% 

0 .. 55% 

Return on Pre!. Stock in AY1991 (Adopted in AY1991) 8.79% 
Pret.Stk. capitalization AY1991 (Adopted in AY1991) 6.25% ----.. _---_ .. --,. 

Wtd. cost of Preterree! Stock tor Att. Year 1991 O.SSt 

Increase in Pret. stock cost in Att. Year'1991 
Net-to-CrO$S Multiplier (Adopted in GRC) 

Increase in Revenue Requirement 

COMon Equity 
------~------- ... Return on Common Equity in TY 1990 (Adopted in eRC) 
Com. Equity capitalization TY 1990 (Adopted in eRC) 

Wtd. eost ot Common Equity tor Te~t Year 1990 

Return on Common Equity AY 1991 (Adopted in AY1991) 
Com. Eq. capitalization AY 1991 (Adopted in AY1991) 

Wtd. cost ot Common Equity tor Att. Year 1991 
,.'f 

Increase in Common Equity cost in Att. Year 1991 
Net-to-Gross Mu1t1p1ier (Adopted in eRe) 

Increase in Revenue Requirement 

1,568 
1.686792 

2,644 

12.90% 
46.7~ 

-~-----------6.03\ 

12.90% 
46.75% 

..... __ .. iIIIII ____ ... 

. 6.03% 

17,186-
1.686792 -_ ..... _ .......... _---
28,990 



A.88-12-005 APPENDIX C Page 6 

• ~EBASE TRACKING 
~~--~~-----~~--~-

Wtd. •. avg .. Oepr.RateBase in 1'Y1990 (Adopted in GRC) 7,937,157 
Wtd .. avg .. Oepr.RateBase in 'l'Y1990 (use updated est.) 7,93-',157 

Wtc!. avg .. I>epr • Rat.Base in AY1991 (AcSoptec! in GRC) 8,230.,372 
Wtd. avg .. Oepr .. RateBase in AY1991 (use updated est.) 8,230,,372 

• 

• 
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A.88-12-005 APPENDIX C 

PACIFIC GAS- AND ELEC'l'RIC COMPANY 
Electric Department - Total Company (Excl •. Diablo canyon) 

REVENUE REQOIREMENTS FOR ATTRITION YEAR 1991 
Thousands Of 1991$ 

--------------_._------_ ... ------_ ......... _---------_.----------
ITEM 

A'l"1'Rl'rXON 
YEAR 
1991 ................................................................. 

o , M EXPENSES : 
----~,..--.. -----.. -

Labor Escalation 
Non-Labor Escalation 

TotalO&MExpenses 

CAPITAL RELATEO ITEMS· : 
.. ----.. --------,..-------~ Book Depreciation Expenses 

Ad· ValoremTa~es 
State Tax Depreciation 
Federal Tax Depreciation 
Oebt cost 
Preferred Stock cost 
Common Equity cost 

Total Capital Related Items 

OTHER AUTHORIZED ITEMS : 
~----~-------~---.. ~-----

Humboldt Nuclear Decommissioning 
Abandoned Project Amortization Adjustment 
Non-recurring O&M A4;ustment 
SMUD Discounted Sales Adjustment 

Total Other Authorized Items 

S26,.7~0 
26,.983 ---.. -.... ---.. ~., 
~3,733 

~3,446 
S,.6S7 

(2,.S.05-) 
(11,.460) 
12,592 

2,644 
28,990 

89,364 

(13,821) 
. (24) 

o 
(2,400, 

... --------_ ........ 
(16,245-) 

~~--~--------~~------------------~------~-------------------~-~~-. AOO'L REVENUE REQOI~EMENTS ----> 
Exclude % attributable to Large Light , Power 

('1'0 be adopted in OIR 86-10-001) 

TOTAL AOO'L REVENUE REQUIREMENTS ----> 

$126,.8~2 

0 .. 00% ....... -.... 
126,852 ----_ .... -_ ........ _---........ --. __ .. _--_ ... _-------------._----
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A.88-12-00S 

Labor Base 
~---~~--------.. 

APPENDIX C 

ATTRITION YEAR 1992 

Total Labor Base for AY 1992 in 1991$ 
1991 Labor Esoalation (estimated in GRC) 
1990 Labor Esoalation (estimated in AY1989) 
1990 Labor Esoalation (use reoorded) 
1991 Labor Esoalation (use updated estimate) 
1992 Labor Esoalation (use updated estimate ot 

CPI-Waqe Earners) 

Labor Base tor AY 1992 in 1992$ 

Labor Escalation tor AY 1992 in 1992$ 
Unooll. , Franohise Fee Faotor (Adopted in CRC) 

Inorease in Revenue Requirement 

Non-Labor Base _ .. _----------_ ... 
Non-Labor Base tor A'i 1991 (Adopted in AY1991) 
1991 Non-Labor Esoalation (estimated in eRC) 
1990 Non-Labor Esoalation (estimated in AY1989) 
1990 Non-Labor Esoalation (use reoorded) 
1991 Non-Labor Esoalation (use updated estimate) 
1992 Non-Labor Esoalation (use updated estimate) 

Non-Labor Base tor AY 1992 in 1992$ 

Non-Labor Esoalation for AY 1992 in 1992$ 
Unooll .. & Franchise Fee Factor (Adopted in GRC) 

Inorease in Revenue Requirement 

Page 8 

657,.965-
4 .. 20% 
4 .. 90% 
4.90% 
4 .. 20% 

4.S0% 
-.,. .. -~ .. ----'-.. -

689,547 

31,.582 
1.008650 

... .,---------... 
31,855 

$534,367 
5.27% 
4.83% 
4.83% 
5.27% 
S.46% --_ .... _-----_ .. 

563,544 

29,.176-
1.008650 ---_ .. _-----_ ... 

29,429 

Depreciation Exp-. (Juris. Alloo .. Factor 0.9748 ) 

~----.. ----------~-----------------~----~-------------~-~---------Sys.tem avq. Depreoiation Rate (Adopted in CRC) 
Increase in Wtd .. Avq~ Plant in Service 

for A'i1992 (Adopted in eRC) 

Inorease in Depreoiation expense 

Inorease in Depreciation expense (Calif.) 
Net-to-Cross Multiplier (Adopte4 in CRC) 

Increase in Revenue Requirement 

3 .. 8489% 

853,20~ 

32,839 

32-,011 
1 .. 686792 

__ ta. .. ______ .. __ 

53,.997 
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A.88-12-005 APPENDIX C 

Ad Valorem Taxe$ (Juris. Alloc. Factor 0 .. 97.56 ) 
~~---------------------~--~~~--~-----------~~-~------------------system, avq~ Ad Valorem Tax Rate (Adopted in GRC) 
Increase in AY1992- EOY Plant in Service from 

AY1991 EOY Plant in Service (Adopted in GRC) 

Increase in Ad Valorem Taxes 

Increase in Ad Valorem Taxes (Calif.) 
Uncoll. & Franchise Fee Factor (Adopted in GRC) 

Increase in Revenue Requirement 

0.6900% 

876,261 ----_ ......... _---
6-,046-

5,899 
1.008650 

-~------... -----
50,950 

State Tax Depr. (Juris. Alloc. Factor - 0.9646 ) 

--------------~----~----------------~~-~---~~--------------------State Tax Oepr. Rate (Adopted in CRC) 
Increase in AY1992 EOY Plant in service from 

AY1991 EOY Plant in Service '(Adopted in GRC) 

Increase in State Tax Depreciation 

Increase in State Tax Depreciation (Calif.) 

Increase in CCFT' ( Tax Rate -
Increase in FIT' ( Tax Rate -

Increase in State & Federal Taxes 
Net-to-Gross Multiplier (AdopteQ in GRC) 

Increase in Revenue Requirement 

9.30% 
34.00% 

Federal Tax Oepr. (Juris. Alloc. Factor 0.9679 ) 

3.0107% 

876,26-1 

26,381 

25,447 

(2,367) 
80S 

(1,562) 
1.686792 

(2,635) 

---~~-~-----------~------------------------------~---~-----------Federal Tax Depr. Rate (Adopted in CRC) 
Increase in AY1992 EOY Plant in Service from 

AY1991 EOY Plant in Service (Adopted in CRC) 

Increase in FeQeral Tax DepreCiation 

Increase in Federal Tax Depreciation (Cali!.) 

Increase in Fec1eral Taxes ( Tax Rate 
Net-to-Cross Multiplier (Adoptee! in CRC) 

Increase in Revenue Requirement 

34.00% 

2.4780% 

876,.261 

21,714 

21,017 

(7,146) 
1.686792 

(12,053) 
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A.88-12-005 APPENt>XX C Page 10 

Rate Base (Juris. Alloc .. Factor - 0 .. 9720 ) 
-------------~~~~~~---------------~-~~---~~---------------------
W,td. avq .. Depr Rate Base tor AY1991 (Adopted in GRC) 

Plant in Service (A~opte~ in GRC) 
---~~------~---------~----~~------Wtd .. avq .. Additions for AY1991 
Net Additions for AY1991 
Wtd.. avq ... Additions for AY1992 

Plant Held tor Future Use (Adopted in GRC) 
---------------------------~----~----------Wtd ... avq. Additions for TY1991 
Net Additions for TY1991 
Wtd. avq. Additions tor AY1992 

Depreciation Reserve (Adopted in GRC) 
-----~------~~---------------~~-----~-~ Wtd .. avq .. Depreciation Reserve for AY1991 
,Wtd .. avq .. Depreciation Reserve for AY1992 

Taxes Oeferre~ - ACRS (A4opted in C~C) 
---~---~---~----------~~-----~~--------Wtc1. avq ... Oeferred Taxes - ACRS for AY1,991 
Wtd. avq .. Deferred Taxes - ACRS for AY1992 

Deferred ITC (Adopted in GRC) 
----------~-~~-------~--------Wtd .. Avq .. Deterred'ITC tor TY1990 
Wtd. Avq .. OeferreCl X'l'C tor AY1991 

Wtd .. avq. Oepr Rate Base for AY1992 

wtc1. avq. Depr .. Rate Base in Attrition Year 1991 
Wtd .. avq .. Depr .. Rate Base in Attl'ition Year 1992' 

wtd. avq ... Depr .. Rate Base in AY 1991 (Cali!.) 
Wtd. avq ... Oepr. Rate Base in AY 1992 (Calif ... ) 

Long-term De~t 

Return on De~t in AY 1991 (Adopted in AY1991) 
Oe~t capitalization in At 1991 (Adopted in AY1991) 

wtd. cost of Oe~t tor Attrition Year 1991 

Return on De~t in AY 1992 (Adopted in AY1992) 
De~t capitalization in AY 1992· (Adopted in AY1992) 

wtd. cost of Debt for Attrition Year 1992 

Increase in Debt cost in Attrition Year 1992 
Uncoll .. & Franchise Fee Factor (Adopted in eRe) 

Increase in Revenue Requirement 

8,230,372 

(387,900) 
833,117 
407,988 

3,091 
(3,258) 

o 

5-,552,096-
(6,070,780) 

572,838 
(638,0504) 

218,75-1 
(208,873) 

8,509,388 

8,230,372 
8,5-09,388 

8,000,167 
8,271,378 

9 .. 32% 
47 .. 00% 

4.38% 

9 .. 32% 
47 .. 00% 

4.38% 

11,.8-79 
1.008650 

--~----------11,982 



• 

• 

• 

A.88-12-005· APP'ENOIX C 

Pret'erred Stock 

Return on Pret. Stock in AY 1991 (Adopted in AY1991) 
Pret'pStk. capitalization AY 1991 (Adopted in AY1991) 

Paqe 11 

8p79% 
6.25% 

. --... ~ .. ~ .. -~~--
Wtd. cost ot Preterred Stock for Test Year 1991 

Return on Pret. Stock in AY 1992 (Adopted in AY1992) 
Pret.Stk. capitalization AY 1992 (Adopted in AY1992) 

Wtd.' cost ot' Preterred Stock tor Att. Year 1992 

Increase in Pref. Stock cost in Att. Year 1992 
Net-to-Gross Multiplier (Adopted in GRC) 

Increase in Revenue Requi~ement 

Common Equity 

Return on Com. Eq. in AY 1991 (Adopted in AY1991) 
Com. Eq. capitalization AY 1991 (Adopted in AY1991) 

Wtd. cost ot Common Equity for Test Year 1991 

8 .. 79% 
6.25% 

-----------.... 
0.55-\ 

1,492 
1.686792 

2,,516 

12.90% 
46·.75-% 

Return on Com. Eq.. in AY 1992 (Adopted in AY1992) 12.90% 
Com. Eq. capitalization AY 1992 (Adopted in AY1992) 46.75-\ 

Wtd. cost ot Common Equity tor Att .. Year 1992 6.03% 

Increase in Common Equity cost in Att. Year 1992 
Net-to-Gross Multiplier (Adopted in GRC) 

Increase in Revenue Requirement 

RAtE BASE tRACKING 

Wta. avg. 
Wtd. avg .. 

Wtd. avg .. 

Wtd. aV9-
Wtd .. avg. 

Wtd. avg. 

Oepr.Rate Base in TY1990 (Adopted in GRC) 
oepr.Rate Base in TY1990 (estimated at 

the time ot tiling tor AY 1991) 
Oepr.RateBase in TY1990 (recorded) 

Oepr.RateBase in AY1991 (Adopted in GRC) 
Oepr.RateBase in AY1991 (estimated at 

the time ot tiling for AY 1991) 
Oepr.RateBase in AY1991 (use updated est., 

Wtd·. avq.. Oepr .. Rate Base in AY1992 (Adopted in GRC). 
Wtd. avq. Depr.RateBase in AY1992' (use up<1ated est.) 

16,354 
1.686792 

27,586 

7,937,157 

7,937,157 
7,937,157 

8,230,372 
8,230,372 

8,230,372 

8,509,388 
8,509,388 
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A.88-12-00~ APPENDIX C Paqe 12 

PACIFIC CAS ANt) ELEC'l'RXC COMPANY 
Electric Department - Total Company (Excl. Diablo canyon) 

REVENUE REQUIREMENTS FOR ATTRITION ~ 1992 
Thousands Of 1992$ 

-------------------------------_ ... _------------._-------_._-----
ITEM 

A'l"l'RITION 
YEAR 
1992 --------_._------------......... _---------. __ ._-------.... _--... . 

o , Jot EXPENSES : 

Labor Escalation 
Non-Labor Escalation 

TotalO&M·Expenses 

CAPITAL REIA'l'ED· ITEMS : 

Book Depreciation Expenses 
Ad valorem Taxes 
State Tax Depreciation 
Federal Tax Depreciation 
Debt cost 
Preferred Stock cost 
Common Equity cost 

Total capital Related Items 

OTHER AUTHORIZED ITEMS· : 

Humboldt Nuclear Decommissioning 
Abandoned Project Amortization Adjustment 
Non-recurring O&M Adjustment· 
SMUD Discounted Sales Adjustment 

Total Other Authorized Items 

$31,..855-
29,.429 

61,~84 

.53,997 
5,950 

(2,635) 
(12,053) 
11,.982 
2,.516 

27,..586 

87,342 

(13,821) 
o 
o 
o 

(13,821) 

---------------------------------------------~~~--~~~------------
ADD'L REVENUE REQUIREMENTS ----> 
Exclude % attributable to- Large Light & Power 

(To be adopted in OIR 86-10-001) 

TOTAL ADD'L REVENUE REQUIREMENTS ----> 

$134,806 

0.00% 
-------------134,.8-06 ..... _ .......................................................... . 

(END OF KP?ENDIX C) 



A.aa"'2-005, 1.89-03-033 
ALJ/CI.W/CACD/em/8 NlPCIID 1)( D 

A I C D £ , , .. J I. 

• ~ D.C_ REMOVAl. TOTAl. A&C 
I.CumIN, AOOf'TED AIG 

Ace. ~"fll'l ~ D.C. A&C lASE I!MO\/AL ADOPTED 
110 •. Dncl'lptl()f\ bill bit O&M Ol,..ct P.,.lph.,.1 T01:.1 IIt:MOVAL ADJUST. ~ 'OIl P.C:. AU 
~ •••• • * ••••••••••••••••••••••••••••• -~ ..... , .................. ••••..... .......•. ..... ". ... . ........ . ........ 

(D-E·" (C~, (M'J) (.Iole) 
1 920.0 AIoC Sal.rl .. 
2 LabOr "'0,506 "2,196 10 13,269 15,1065 "ZS,971 110,964 "15,001 "8,40' 196,606 
3 1I0000·I..bOr 2,899 320 0 86 406 ',~ 0 3,lOS 529 2,716 
4 Ot"'" 0 0 0 0 0 0 0 0 0 0 
~ Tot.~ "'3,405 '12,516 SO 13,355 15,811 "29,%16 "0,"" 1118,312 S18,9.S0 1109,382' 

6921.0 0111c. SwPPli •• and Exp. 
7 l..bO" 3,342 166 SO 1209 27'S '3,611 to SS,611 15~ 13,0315 
a 1I0000°L.bO,. 30,181 601 0 1,&53 2,4e4 3l,665 0 3l,665 5,226 %1,439 
9 Ot".'" 0 0 0 0 0 0 0 ° 0 0 

'0 Tot.L 133,523 1667 10 12,092 2,.7'S9 136,282 10 136,282 .5.805 130,41'1' 

11 922.0 Ale T,..nl~'" Credit 
12 l..bO,. (20,834)· 0 (1',435) 0 (1,435) (123,·115) (SZ,006) (J21,1M) (S3,41,'S) ($18,235) 

" 
1I0000-l.abOr (6,054) 0 (417) 0 (417) (6,saz, 0 <6,S82) (1,OS3) (~,s;m 

14 Ot"~r ° ° ° 0 0 0 0 0 0 '0 
1~ Tot.L ('26,888) SO (11,"52) SO (1,852) (128,.140) (12,006) eJ28,291) (S4,527) (SZS,764) 

16 923.0 Ouula. S'I'V, I!""loyed 
'7 Labor 9'; 194 t.O 11 9S. 1190 lOS '95 lOS Ie 
1a 1I0000·I..bO,. 13,269 13,126 0 191 13,31'" 26,~ 2,046 24,540 13,311 11,223 
19 Ot"~r 0 0 0 0 0 0 0 0 0 0 
20 Toul "3,364 "3,220 SO 1192 13,412 126,176 12,141 S24,63~ "3,412 111..m 

21 924.0 Prope,.ty Inlu".nc~ 
22 l.abO,. ° SO SO SO 0 SO 10 10 SO SO 
23 Non·l.abOr 0 ° 0 0 0 0 0 o· SO 0 
24 Ot"e,. 16,34& 0 1,68!i 0 1,685 24,033 0 24,033 17,685 16,348 
25 TO(IIL "6,348 SO 17,~5 10 1,685 124,033 SO 124,033 ' 17,685 "6,34& 

26 925.0 Injurl ••• nd O.mag~. ., LabOr ° SO SO SO 0 SO 10 10 10 SO 
Non-l..bOr 0 0 0 0 0 0 O· 0 0 0 
Other 31,1143· 0 661 1,209 1,816 39,119 2,067 37,652 1,876 35,176 

Total '37,1143 SO 1667 11 ,209 1,876 '39,119 12,067 "7,652 ",876 "5,176 

" 926.0 [mQloy •• P,n.' I,n. 
32 l..bOr 2,331 114 1262 ~ 2&4 12,615 SO 12,615 ~ 1>2, ,qs. 
33 w/lgtr lI,l.tOld 82,411 506 9,264 276 10,046 92,4~7 11,442 51,01S 13,0" 68,004 
34- Non·l..bor 2,802 '" "5 9 342 3,144 0 '.144 505 2,639 
3~ Oth~" 74,460 457 8,370 250 9,017 83,537 3,902 79,6:54 12,7!Q 66,lI4S 
36 Total S162,004 SQ94 "a,Z1' s~)- '9.7~ S181,7)2 "5,344 "66,408 126.72S· 1139,043 

31 92a.0 R~. CC/mllnl~ !:lip. 
38 L.bOr 53 10 SO ,5 5 158 10 '58 sa 149 
39 NOI\'LabOr (6) 0 ° C1 ) (1) (7) 0 (7) ell) (6) 
40 Oth~" 125 0 ° 12 12 137 0 131 120 ',7 
41 Tot.L 1.172 SO SO S16 16- 11158 10 "M s:za 1160 

42 930.0 NI,c,. C_r.l expo -so 43 L.bO,. 4,449 SO SO 0 14,449 10 14,449 10 14,449 
44 Non·l..bO,. 15,6114 0 0 0 0 15,6114 0 15,6&4 0 15,6114 
45· Ot"'" 16,550 0 0 0 0 '6,~50 4,093 '2,4S?" 0 12,457 
46 Tot.L S36,t.83 SO so so 0 136,683 S4,093 132,590 SO 132,m 

47 930.2 Oth,,. MI.c. ,,"-,..l Exp. 
4a L.bO,. l1li4 156 S4 S121 1a1 " ,065 SO ",065 • 1181 IoM4 
49 NOI\·L.bO,. 2,929 187 12 400 599 3,528 . 49 3,479 1m 2,880 
50 Oth~,. 2,~7 159 10 340 509 2,996 0 2,996 '509 2,487 
51 Total 16,300 1402 126 ~1 1,289 S7,589 149 17,540 S1,289 16,251 

52 931.0 R~tI 
53 l..bOr 0 10 SO SO ° so so so so 10 
~4 NOII-L.bO,. 16,221 0 0 1,m 1,722 17,94:5 0 11,943- 2,87'1 15,072 
55 Oth,,. 0 0 0 0 0 0 0 0 0 0 
56 TOtaL "6,221 10 10 " ,'722 1,7'22 S11,943 SO "1.943 12,37'1 115,072 

57935.0 M.int. 01 '~r.L PL.nt 
5a Labor 2,322 10 10 10 0 12,322 10 SZ,m 131% "·,950 

• Non-l..bO,. 915 0 0 0 0 9'~ 0 9'15 146 1tE1 
Ot".r 0 0 0 0 0 0 0 0 0 0 

TOtaL 13,237 10 SO SO 0 13,231 SO 13,2l7 1518 12,1'19 .... -.-.~ ..•....... ~.~ . ........ .............• ~ ••••............ ~ ....... . ........ ........... ........... . ........ ......... 
62 Total 1412,212 l21,m S24,~1 19,990 S62,~2b 1414,m S32,6S2 S440.~2'9 '"4,612 S36S.911 

(END Of /\??ZNtl1X D) 
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A.88-12-00S APPENDIX E 

PACIFIC GAS AN]) ELECTRIC COMPANY 
Gas Department 

Page 1 

OPERATING REV'EN'O'ES AT PRESENT' RA'l'ES 
ThouSAnds Of 1990 Dollars 

'rest Year 1990 

Description 
--~---~----~--------------~---

Residential 
Core Commercial 
Non-Core Commercial 
Xndustrial 
Lonq-'rerm· 'rransportat!on Contracts 
C0generation 
Power Plants - UtG 
Resale 
Inter-Utility 
Enhanced Oil Recovery 
Other Operatinq Revenues 

'rotal Operatinq Revenues 

Less: Non-General Revenues 

General Rate Case Revenues 

Adopted 

$1,121,.549 
455-,883 

21,121 
268,312 

13,143 
1500,221 
386,329 

21,.619 
13,785-
33,801 
9,149 

$2,494,912 

1,453,983 
~-.. -------
$1,040,929 
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A.SS-12-00S APPENDIX E 

PACIFIC GAS AND ELECTRIC COMPANY 
Gas Department 

Paqe 2 

CALCULATION OF FRM'CHISE :FEES AND 'ONCOt.LECTIStES 
Thousands Of 1990 Dollars 

Test "tear 1990 

Description 

At Present Rates 

Revenues at CUrrent Rates 
Less: Inter4epartmental 

CUrrent Revenues troD! CUstomers 
% of Revenues at CUrrent Rates 

General Rate Case Revenues 
% of Revenues at CUrrent Rates 

Revenues from CUstomers 
Oncollect1~les Factor 

Oncollect1bles 

Revenues From CUstomers 
Less: Uncollecti~les 

Net Revenues from customers 
Franchise Requirement Factor 

Franchise Requirements 
Less: Sacramento Franchise Amort. 

Total Franchise Requirements 

Adopted -... ---~----

$2,494,912 
397,5-16 

c-.-.. __ ~ ___ .. 

2,097,396 
84.07% 

$1,040,929 
S4~07t .. ----... ---~ 

$87S,077 
0 .. 00222 

__________ M11 

$1,943 

$875-,077 
1,.943 

$873,134 
0,,00916 

$7,994 
692 

... --~----~-$7,302 
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A.88-12-00S APPENDIX E Paqe 3 

PACIFIC (,;AS ANI> ELEC'l'RIC COMPANY 
Gas Department 

PRODUCTION EXPENSE 
(Thousands ot 1987 Dollars Unl... otherwise Indicated) 

Test Year 1990 

Account 
No. Description 
---~-- ~------------------~---------

710.0 
717 .. 0 
733.0 
735·.0 
B07 •. 2 
B07.4 
807 .. 5· 
813.0 

Operation 

Supervision and Enqineerinq 
Liquefied Petroleum Gas 
Gas Mixinq 
Miscellaneous Production 
Purchased Gas Measp Stations 
PUrchased· Gas Calculation 
Other Purohased Gas 
Other Gas Supply 

Total Operation 

Ma.intenanoe 
- ..... --------

740.0 SuperviSion a.nd Enqineerinq 
741.0 Structures and Improvement. 
742.0 Produotion Equipment 
411.7 Losses trom Disp .. of Plant 

Total Maintenance 

TOTAL PRODOCTION (1987$) 

Escalation Amounts, 1987 to 1990 
Labor 
Non-Labor 
Other 

Total 

TOTAL PRODOCTION (1990$) 

Adopted 

$1 
o 
S 

379 
68& 
724 
421 
329 

----------
$2,S4S 

10 
o 

lfo2S4 
o -------_ ... 

$1,264 

----------
$3-,809 

272 
196 

o 
$468 
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PACIFIC GAS AND ELECTRIC COMPANY 
Gas OepaX"tment 

UNDERGROUND STORAGE EXPENSE 
(Thousan4s Of 1987 Dollars Onless otherwise In4ieate4) 

Test Year 1990' 

Account 
No~ Description 

----~- ~~-----------~--~~--------.~-

Operation 

814.0 Supervi&ion and Engineering 
81S.0 Maps and Records 
816..0 Wells 
817.0 Lines 
818.0 Compress~r Station 
819.0 Compressor Sta. Fuel and Power 
820.0 Keasurinq & Requlating Station 
82'1.0 Purification 
824.0 Other 
82S.0 Storage Well Royalties 

830.0 
831.,0 
832.0 
83:r.O 
834.0 
835-.0 
836.0 
837.0 

Total Operation 

Maintenance 

Supervision and En~ineering 
Structures and Improvement~ 
Reservoirs and Wells 
Lines 
compressor Station Equipment 
Keasurinq & Req Station Equip. 
Purification Equipment 
Other Equipment 

Total Maintenance 

TOTAL 'O'NOERGR. STORAGE (1987$) 

Escalation Amounts, 1987 to 1990 
Labor 
Non-Labor 
other 

Total 

TOTAL UNDERGR. STORAGE(1990$) 

Adopted 

$68 
o 

80 
14 

791 
2,854 

239-
3 

432 
163 

54,644 

37 
2,559 

145 
66 
89 
16 

30'1 
86 

___ iIIIIIII _____ _ 

53,299 

$7,943 

130 
1,007 

o 
$1,137 

-_ .. -----"--
$9,080 
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A.88-12"005- APPENDIX E 

PACIFIC GAS AND ELECTRIC COMPANY 
Gas Department 

LOCAL STORAGE EXPENSE 

Page 5-

(Thousands Of 1987 Dollars Unless Otherwise Indieated) 
Test Year 1990 

Account 
No·.. Description 

-~-~-- -----~~----~--------------~-~ 

840 .. 0 
841 .. 0 
842" .. 1 
842.2 

843.1 
843.2 
343.4 
843.9 
843.9 

Operation _ .. _------
Supervision & Engineering 
Operation Labor and Expenses 
FUel 
Power 

Total Operation 

Maintenance ----_ .. _--_ .... 
Supervision and Engineering 
Structures and Improvements 
Gas Holders 
Other Equipment 
Compressor Equipment 

Total Maintenance 

TOTAL LOCAL STORACE (1987S) 

Escalation Amount&, 1987 to 1990 
Labor 
Non-Labor 
Other 

Total 

TOTAL LOCAL STORACE (1990S) 

Adopted 

$16 
33 
o 

150 

$199 

33 
0 

133 
1 

12 
______ illlt ... _ 

S179 

---~------
$~78 

13 
40 

0 
$53 

----------
$431 
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PACIFIC GAS- AND ELEC'l'RIC COMPM'Y 
Cas Oepartment 

TRANSMISSION EXPENSE 
(Thousands Of 1987 Dollars Unless otherwise Indicated) 

'rest Year 1990 

Account 
No.. Description 

----~~ -~--------~--~------~--~-----

850 .. 0 
851 .. 0 
853.0 
855 .. 0 
856 .. 0 
856.0 
8-57 .. 0 
858 .. 0 
859.0 
859.0 
859.0 
860.0 

Operation 
---------
supervision and !n~ineerin~ 
System Con. & toad Dispatch 
Compressor Station 
other Fuel & Power for Compr. 
Mains Expense 
Removal of Condensate 
Mearsurin~ & Req. Station Exp. 
Trans & Comp of Gas by others 
Transmission Maps and Records 
Other Expenses 
Joint Expenses 
Rents 

Total Operation 

Maintenance 

861 .. 00 Supervision and Engineering 
862.00 Structures an4 Improvements 
863 .. 00 Mains 
864 .. 00 Compressor Station Equipment 
865· .. 00 Measuring" Reg Station Equip. 
867 .. 00 Other Equipment 

Total Maintenance 

TOTAL TRANSMISSION (1987$) 

Escalation Amounts, 1987 to- 1990 
I,a):)or 
Non-Labor 
Other 

Total 

TOTAL 'l'AANSMISSION. (1990S) 

Adopted 

$3,628 
3,629 
4,152 

294 
1,694 

(100) 
2,752 

o 
247 

3,140 
1,46.8 

88 

$20,9'92 

1,299 
95-

2,229 
6,107 
1,.145 

122 

$10,997 

-.... ----.,,--
$31,989 

2,034 
2,001 

o 
$4,036 

$36,.024 
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PACIFIC GAS ANt). ELECTRIC COMPANY 
Gas Department 

DISTRIBUTION EXPENSE 
(Thousands Of 1987 Dollars Unless otherwise Indicated) 

Test Year 1990 ' 

Account 
No. Description 

---~-~ --~~------~---~-~~-----~-~---

Operation .. -~-----.. 
870.0 Supervision and Enqineerinq 
871.0 Load Dispatching 
874.0 Mains and Services 
875·.0 Meas" Reg Station - General 
876.0 Meas" Reg Station - Industrial 
878.0 Rem' Res Meters & Regulators 
878.0 Miscellaneous Meter Expenses 
879 .. 0 CUst .. Instal. Exp .. - General 
880.0 Maps and Records 
880.0 Other Expenses 
881.0 Rents 

885-.00 
886.00 
887.00 
887.00 
888.00 
889.00 
890.00 
892.00 
893.00 
893.00 
894.00 

Total Operation 

Maintenance 
...... ----_ .... -
Supervision and Engineering 
Structures and I~provements 
Mains - Leak Clamps 
Mains - Other 
Compressor Station Equipment 
Heas " Reg Station - General 
Heas & Reg Station - Industrial 
Services 
Metera 
House Regulators 
Other Equipment 

Total MAintenance 

TOTAL DISTRIBUTION (1987$) 

Escalation Amounts, 1987 to 1990 
LaDor 
Non-LaDor 
Other 

Total 

TOTAL DISTRIBO'l'ION (1990S) 

Adopted 

$9,853 
629 

2,130 
sao 
805-

19,383 
745-

15-,138 
3,644 

21,.331 
156 

S74,394 

4,160 
4 

2,704 
11,779 

o 
1,65-3 

942 
9,020 
3,608 

972 
339 --_ ...... _ .. _--

$35-,181 

.. _----_ ... -
$109,5-75 

7,561 
5-,989 

o 
$13,550 

$12-3,125-
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PACIFIC GAS ANO ELECTRIC COMPANY 
Gas Department 

ct1STOMER ACCOON'l'S EXPENSE 
(Thousands Of 1987 Dollars Unl... otherwise Indicated) 

Test Year 1990 

Account 
No.. Description 

------ ~~----~-~---------~---~-~----

901.0 Supervision 

902.0 Meter Readin~ Expenses 

903.0 customer Contracts and Orders 

903 .. 0 customer Billinq & Accountin9 

903.0 Mailinq CUstomer Bills 

903.0 Collectinq Expenses 

904.0 Uncollectible Accounts 

90S.0 xisc .. customer Accounts Exp·. 

905-.0 Rents 

TOTAL ct1STOMER ACCTS. (1987$) 

Total (tess Uncollectibles) 

Escalation Amounts, 1987 to 1990 
Laber 

Non-Labor 
Other 

Total 

TOTAL CUSTOMER ACCTS. (19905) 

Total (LeSJ; Uncellectibles) 

Adopted 

$3,344 

lS,542 

19,393 

7,609 

$5,893 

14,09S 

1,943 

7,403 

48 

$75,270 

$73,327 

5-,869 
2,009 

o 
$7,877 

563,147 

561,204 
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PACIFIC GAS ANt) ELECTRIC COMPANY 
Gas Oepartment 

DEMAND-SIDE MANAGEMENT EXPENSES 
(Thousands Of 1987 Dollars Unless Otherwise Indicated) 

Test Year 1990 

Account 
No. Description AClopteCl 

Residential & Non-Residential 
Conservation, Service Planning, 
and Measure~ent and Evaluation 
~~~-~~----------------------------907.0 Supervision $1,093 

908.0 custo~er Assistance Expense 30,18-6-

909.0 Infomational & Instructional Exp 916-

910.0 Miscellaneous 1,.488 
----------

S~total 33,683 

Load Retention & Load. Bld.g_ Exp. 
----------------------------------

911.0 supervision $253 

912.0 Demonstrating & Selling 1,012 

913.0 Advertising 0 

916.0 Miscellaneous 641 

916.0 Rents 0 ----- .... ---~ 
Subtotal 1,906-

TOTAL DEMAND-SIDE MGMT (1987$) $35,589 

Escalation Amounts, 1987 to 1990 
La~or 
N'on-La~or 
Other 

Total 

TOTAL DEMAND-SIDE MGMT (1990$) 

1,047 
3,6,74 

o 
$4,. 7Z0· 

$40,.309 
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PACIFIC GAS ANT:) Et..EC'tRIC COMPANY 
Gas Department 

ADMINISTRATIVE , GENERAL EXPENSES 
(Thousands Of 1987 Dollars Unle.. Otherwise Indicatod) 

Test Year 1990 

Account 
No. Description 

----~- ~-------~~-~------~---------~ 

920.0 
921.0 
922.0 
923.0 
924.0 
925·.0 
926.0 
927.0 
928.0 
930 .. 0 
930.0 
930~2 
931.0 

operation 
----~--.. -
A~ministrative & Gen. Salaries 
Office Supplies and Expenses 
Admin. , Cen. Transfer Credit 
outside services Employed 
Property Insurance 
Injuries and Oamaqes 
Employee Pensions and·Benefits 
Franchise Requirements 
Regulatory Commission Expenses 
Regulatory Commission Expenses 
Regulatory Commission Expenses 
Other Misc. General Expenses 
Rents 

Total Operation 

MAintenance 
-------~--... 932.0 Maintenance of Ceneral Plant 

Total Maintenance 

TOTAL ADMIN. & CEN. (1987S) 

Total (Les~ Franchise Req., 

Escalation Amounts,. 1987 to 1990 
Labor 
Wage-related 
Non-Labor 
Other 

Total ",: 

TOTAL ADMIN. & CEN. (1990$) 

Total (Less Franchize Req.) 

Adopted .. _-----_ .. -

S49,489 
17,583 

(12,274) 
4,741 
1,.605 

11,036 
63,394 
7,302 

62 
7,042 
3,181 

o 
8,061 

$161,222 

1,609 

1,609 

$162,831 

S155-,528 

4,,789 
3,272 
S,.10S 

. 0 
$13,166 

----~-- ... -~ 
$17S,997 

$168,694 
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PACIFIC GAS AND ELECTRIC COMPANY 
Gas Department 

EXPENSE SUMKARY 
(Thousands Of 1987 Dollars Unless Otherwise Indicated) 

Test Year 1990 

Description 
-----~~----------~--~---TOTAL NON-ESCALA~O (1987$) 
~-----------~~-----Production 
Underground Storage 
Local Storaqe 
Transmission 
Distribution 
CUstomer Accounts 
Demand-Side Manaqement 
Administrative and General 
Other Adjustments 

Total Non-Escalated (1987$) 

TOTAL ESC~ED (1990$) 

Production 
Underground Storage 
Local Storaqe 
Transmission 
Distribution 
CUstomer Accounts 
DeJlland-S·ide ManaqeJllent 
Administrative and General 
Other Adjustments 

Total Escalated (1990$) 

TOTAL ESCALATION (1987$ to 1990$) 
-~--~------~--~-------~--------~-Production 
Underground Storage 
Local Storaqe 
Transmission 
Distribution 
CUstoer Accounts 
Demand-Side Manaqement 
Administrative and General 
Other Adjustments 

Total Escalation 

Adopted 

l;3,809 
7,943 

378 
31,989 

109,575-
75,270 
3S,589 

162,831 
(6,520) ---.. -----~ 

$420,863 

4,277 
9,080 

431 
36,024 

123,125 
83,147 
40,309' 

175-,997 
(7 ,22~' 

$465,169 

468 
1,137 

53 
4,036 

13,550 
7,877 

4,.720 
13,166 

(701) 
~~-------.. 

$44,306-
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PACIFIC GAS AND ELEC'X'RIC COMPANY . 
Cas Department 
LABOR STJMMARY 

Paqe 12 

(Thousands Of 1987 Dollars Unless Otherwi.. Indicated) 
Test Year 1990' 

Oescription 
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PACIFIC GAS AND EUcnu:C COMPANY . 
Gas Department 
LABOR' S1JMMAAY 

(Thousands Of 1987 Dollars. Unless Otherwise In<1ieateCl) 
Test Year 1990 

Description 

LABOR NON-ESCALATED (1987$) 
----~-~-----~--------*---~ Production 
Underground Storage 
Local. Storage 
Transmission 
Distri~ution 
CUstomer Accounts 
Oemand-Side Management 
Administrative and Gen~ral 
Other Adjust~ents 

Total Non-Escalated La~or 
'Wage-related A&C 

Total 

La~or Escalation Factor 

LABOR ESCALATEO (1990$) 
--~---~----~--------~--Production 
Underground Storaqe 
Local Storaqe 
Transmission 
Oistribution 
CUstomer Accounts 
Oe~and-Side Management 
Administrative and Ceneral 
other Adjustments 

Total Non-Escalated Labor 
Wage-related A&G 

Total 

LABOR ESCALATION (1987$ tc 1990$) 

-~----------~-------~------------Steam Production 
Nuclear Production 
Hydraulic Production 
Transmission 
Oistribution 
CUstomer Accounts 
CUstomer Service , Informational 
Administrative and General 
Other Adjustments 

Total Labor Escalation 
Wage-related A&G 

Total 

Adopted 

$2,528 
1,.210 

118 
18,927 
70,345 

54,600 
9,737 

44,,553 
(6,520) 

-----~ .. --... 
$19$,498 

30,43& 
22'5,936 

1.10749 

2,800 
1,340 

131 
20,961 
77,906 
60,469 
10,784 
49,341 
(7,.221) 1iIiIt __ ... _ .. ___ ~ 

$216,512 
33,710 

$250,221 

272 
. 130 

13 
2,034 
7,561 
5,869 
1,047 
4,789 

(701) 

$21,014 
3,272 

$24,285 
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PACIFIC GAS AND ELECTRIC COMPANY 
Gas Department 

NON-LABOR SUMMARY 
(Thousands Of 1987 Dollars Unless Otherwise Indicated) 

Test Year 1990 

Description 
-~~~~---~-~-----~------~ 

NON-tABOR NON-ESCALATED (19S7$) 
-~-~---~-----~----~---------~-~ Production 
Underground Storage 
Local Storage 
Transmission 
Distribution 
customer Accounts 
De:mand-Side Management 
Administrative and General 
Other Adjustments 

Total Non-Escalated Non-Labor 

Non-Labor Escalation Faetor 

NON-LABOR ESCALATED (1990$) 

--~------~-~---~-~---------Production 
Underground Storage 
Local Storage 
TraJ'lsmission 
Distribution 
Customer Accounts 
Oemand-S·ide Management 
Administrative and General 
Other Adjustments 

Total Escalated NOJ'l-Labor 

NON-LABOR ESCALATION (19S7$ t~ 1990$) 
-------~----~-~----~---~-----~---~---Production 
Underground Storage 
Local Storage 
Transmission 
Distribution 
CUstomer ACCOUnts 

. Demand-Side Manage:ment 
Administrative and General 
Other Adjustments 

Total Non-Labor Escalation 
Other Taxes 

Total Non~Labor Escalation 

dopted -....... ------

$1,281 
6,570 

260 
13,062 
39,089 
13,110 
23,978 
33,321 

o --_ ... .-_-_ .. -
$130,611 

1,477 
7,577 

300 
15-,063 
45,078 
lS,119 
27,652 
38,.426 

o -...,--.. -----
$lSO,691 

196 
1,007 

40 
2,001 
5,.989 
2',009 
3,6.74 
5-, lOS 

o 

$20,.020 
o 

$20,020 
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PACIFIC GAS AND ELECTRIC COMPANY 
Gas Department 

0'l'JmR S'OMMARY 
(Thousands Of 1987 Dollars Unless Otherwise Indicated) 

Test Year 1990 

Description 

OTHER NON-ESCALATED (1987$) 
--~-~~~~~~----------~------
Production 
onderqround Storaqe 
Local Soraqe 
Transmission 
Distril>ution 
CUstomer Accounts 
Demand-Side Management 
Administrative an4 General 
Other Adjustments ' 

Total Non-Escalated Other 

Other Escalation Factor 

OTHER: ESCAIATED (1990$) 

ProQuction 
Underqround Storaqe 
Local Storaqe 
Transmission 
Distribution 
CUstomer Accounts 
Demand-Side Mana9'ement 
Administrative and General 
Other Adjustments 

Total Escalated Other 

OTHER ESCALATION (1987$ to 1990$) 
~---~--------------------~~--~-~-Production 
Onderqrounc1 Storaqe 
Local Storaqe 
Transmission 
Distribution 
CUstomer Accounts 
Demand-Side Manaqement 
Administrative anc1 General 
Other Adjustments 

Total Other Escalation 

Adopted 

$0 
163 
o 
o 

141 
7,5-60 
1,874 

54,.5-19 
o 

$64,257 

1.0000 

o 
163 

o 
o 

141 
7,560 
1,.874 

54,519 
o 

$64,257 

o 
o 
o 
o 
o 
o 

o 
o 
o 

$0 
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PACIFIC CAS ANO E:t.EC'l'RIC COMPANY 
Cas Department 

Description 

TAXES OTHER THAN" ON. INCOME 
T.housands Of 1990 Dollars 

Test Year 1990 

Ad Valorem Ta)Ces 

Ca., Ariz., N.K., Nev. 

Total Ad Valorem Taxes 

Payroll Taxes 

Federal Insurance Contrib. Act 
Federal Unemployment Insurance 
State Unemployment Insurance 
San Francisco Payroll Tax 

Total Payroll Taxes 

Miscellaneous Taxes 

Business and Other 

Total Miscellaneous Ta)Ces 

Total Taxes OTOI 

Page 15 

Mopted 
....... _------

$23,492 

23,492 

16,585-
302 
414 

1,15-0 
--__ fIIII' • ..-__ _ 

18,450 

639 
-----------

639 

$42,581 
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PACIFIC GAS AND ELECTRIC COMPANY 
Gas Department 

INCOME TAX ADJUSTMEN'l'S· 
Thousands Of 1990 Dollars 

Test Year 1990 

J:)escr;1,ption 
---~-----------~----~---

California Income Tax Adjustments 
---~--~~-----~-~----~~-------~---Tax Depreciation 
Interest charges 
Fiscal/Calendar Adjustment 
operating Expen~e Adjustments 
Capitalized Interest Adjustment 
capitalized Inventory Adjustment 
Vacation Accrual Reduction 
Ad Valorem Taxes Capitalized 
Capitalized Pension and Benefits 
Removal Cost 
Repair Allowance 

Paqe 16 

Adopted 
... -----~--~ 

$142,338 
93,625 

1,322 
(315) 

(7,1507) 
(14,025) 
(1,590) 

58 
11"502 
5,180 

580 
... ---~-.. ---

Federal Income Tax Adjustments 

-------------~----------------Tax Depreciation 
Fi~cal/Calendar Adju:tmcnt 
Operatinq Expense Adjustments 
Interest Charges 
Capitalized Interest Adjustment 
Capitalized Inventory Adjustment 
Vacation Accrual Reduetion 
Ad Valorem Taxes Capitalized 
Capitalized Pension and Benefits 
Removal Cost 
Repair Allowance 
Preferred Dividend Cr~dit 

$221,518 

12'4,6~8 
1,322 

(315) 
93,625 
(7,157) 

(14,025) 
(1,590) 

58 
1,502 

5,180 
160 
485 --_ .... ----_ .. 

$203,903 
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PACIFIC CAS ANt> ELEC'I'RIC COMPANY 
Cas Department 

%)escript:i.on 

TAXES ON INCOME - ADOP'l'EO RA'l'ES 
Thousands Of 1990 Oollars 

Test Year 1990 

-~---~------~----------~ 

Calitornia corporation Franchise Tax 
----~----------~--~----~--~----~----Operating Revenues 

Operating Expenses 
Taxes Other Than On Income 
Income Tax Adjustments 
Superfund. ,tax 

California Taxa~le Income 
CCF'l" Tax Rate 

CCF'l' 

CCFT CREDITS 

Defense Facilities Credit 
Oeferred Taxes - Other 
Oeferrec1 Taxes - Interest 
Deferred Taxes - Vacation 

TOTAL CCF'l' 

Federal Income Tax 
--~-----~--------~ Operating Revenues 

Operating Expenses 
Taxes Other Than On ,Income 
CCFT 
Income Tax Adjustments 
Superfund tax 

Federal Taxa~le Income 
FIT Tax Rate 

FIT 

FIT CREDITS 

Flowbaek of Excess Def'rd Taxes 
Defense Facilities Credit 
Deterred Taxes - Other 
Deferred Taxes - Interest 
Deferred Ta)Ces - Vacation 

TOTAL FIT' 

Page 17 

---.. --~-~-

$11'040,929 

46~,169 
42,581 

2211'518-
360 --------... -

$3111'300 
9.30t 

----.. ----~ 
$28,951 

(2) 
(3) 

(666) 
(148) 

.. _---... ----
$28,132 

$1,~40,929 

465,169 
42,58·1 
28,95,1 

203,903 
360 

$299,965· 
34.00% 

$101,.98-8 

(466) 
(16) 
45· 

(2,.207) 
(490) 

-~----.. ---
98,854 
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PACIFIC CAS AND ELECTRIC COMPANY 
Gas Departlnent 

DEPRECIATION EXPENSE 
Thou.an4. ot 1990 Dollars 

Test Year 1990 

Description 

Pro4uction 
Underground Storage 
Local Storage 
Transmission 
Distribution 
General Plant 
Common P1ant 
6/7 Interest in Stanpae 

Subtotal 

Page 18 

A4opte4 
... -.. --~----

61 
6,482 
2,290 

33,.679 
114,414 

1,.031 
29,705-

334 
... --.. _ .. _-.... 

$187,996 
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PACIFIC CAS ANO ELECTRIC COMPANY 
Cas J:)epartment 

OEPRECIATION RESERVE 
Thousands Of 1990 Dollars 

Test Year 1990 

Description 

oepreciation Reserve - BOY 

Production 
Underqround Storaqe 
Local Storage 
Transmission 
Dstribution 
General .Plant 
Common Plant 
6/7 Interest in Stanpac 

Depreciation Reserve - BOY 

Other Adjustments (exel. Oepr. expense) 
-----~-,.,~-------~~--------~--------------Production 
Underqround Storagoe 
Local Storaqe 
Transmission 
Oistribution 
General Plant 
Common Plant 
6/7 Interest in Stanpac 

Other Adjustments (excl. depr.) 

Depreciation Reserve - EOY 
--~---------~----------~--Production 
Underqround Storaqe 
Local Storaqe 
Transmission 
Distribution 
General Plant 
Common Plant 
6/7 Interest in Stanpac 

Depreciation Reserve - EOY 

Depreciation Reserve - Wtd. avq_ 

Page 19 

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

$734 
60,.249 
4,428 

392,.~54 
989,340 

11,.309 
190,.242 

3,785 .... -----.... -

$0 
546 
796 

2,107 
26,796 

19· 
(5,.682) 

734 

30,264 

$795-
$66,185-
$~922 

,$424,126 
$1,076,.9~8 

$12,.321 
$225,629 

$3,3850 

1,.81S,.321 .... --.... ---~ 
.$1,733,.981 
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PACIFIC GAS ANI) ELECTRIC COMPANY 
Gas Department 

Description 

GAS PLANT IN SERVICE - EOY 
Thousands Of 1990 Dollars 

Test Year 1990 

-----~-~----~--~~----~--

Plant in service - BOY 

Intanqibles 
Production 
Underqround Storage 
Local Storaqe 
Transmission Plant 
Distribution Plant 
General Plant 
Common Plant 
6/7 Interest in Stanpae 

Total Plant in Service : BOY 

Plant in Service - Net Additions 
----~-------~----------------~--Intanqibles 
Production 
Underqround Storaqe 
t.<:al storage 
Transmission Plant 
Distribution Plant 
General Plant 
COJ'Dlllon Plant 
6/7 Interest in Stanpac 

Total. Net Additions 

Plant in Service - EOt 
------------~---------Intanqibles 
Production , 
OnOerqround storaqe 
Local Storaqe 
Transmission Plant 
Distribution Plant 
General Plant 
Common Plant 
6/7 Interest in Stanpac 

Total Plant in Service : EOY 

Pat;le 20 

---.. ----~-

659 
1,419 

199,865-
20,444 

869,199 
2,184,.119 

26-,605 
517,87S 

17,.270 

3,837,455 

o 
185 

11,575 
(681) 

123,135 
141,.590 

247 
69,472 

6,335 
... ---~------351,858 

659 
1,604 

211,440 
19,763 

992,.334 
2,325,709 

26·,.852 
587,347 
23,605 

4,189,.313 
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A.SS-12-005 APPENOIX E 

PACIFIC CAS AND ELECTRIC COMPANY 
Cas OepartlDent 

CAS PIAN'l' IN SERVICE - Wl'D. AVG. 
Thousands Of 1990 Dollars 

'l'est Year 1990 

I)esc:ription 
--~~-~~-------~~--------

Plant in Service - BOY 

Intan9ibles 
Production 
On4ergroun4 Storage 
Local Storaqe 
'l'ransmission Plant 
Oistribution Plant 
ceneral Plant 
Common Plant 
6/7 Interest in Stanpac 

Total Plant in service : &o¥ 

Page 21 

A40pted 

$659 
1,419 

199,865-
20,444 

869,199 
2,184,119 

26,.605-
517,.87S 

17,.270 

3,837,45-5 

Plant in Service - Weighted Average Net A4ditions 
------~--~~----------~.-------~--~-~----------~--Intanqibles 
Production 
Undergroun4 Storage 
Local Storaqe 
Transmission Plant 
Oistribution Plant 
ceneral Plant 
Common Plant 
6/7 Interest in Stanpac 

Total Wtd. Avq. Net Additions 

Total Plant in Service - Weiqhte4 Average 
~~----~~~---------~-----------------~---~ Intan9ibles 
Production 
Underground Storage 
Local Storage 
Transmission Plant 
Oistribution Plant 
ceneral Plant 
Common Plant 
6/7 Interest in Stanpac 

Total Plant in Service : Wtd.". Avq ... 

$0 
92 

4,434 
(337) 

53,778 
69,234 

122 
26,850 

3,145-
.. ------~--157,318 

$659 
1,..5-11 

204,299 
20,.107 

922,.977 
2,253,353 

26,. 727 
544,725-

20,..415-

3,994,773 
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A.88-12-00$ APPENDIX E 

PACIFIC GAS AND ELEC'I'RIC COMPANY 
Gas Department 

WEIGHTED AVERAGE DEPRECIATED RATE BASE 
Thousands Of 1990 Dollar. 

Test Year 1990 

-~----~----~--~----~----
FIXED CAPITAL , BEGINNINC OF YEAR 

~--~----------------~---~------~~--Plant in Service - .&o~ 
Common Plant Held tor Future Use 

Total Fixed Capital - BOY 

WTO. AVC .. NET ~OI'l'IONS 

Plant in Service - Wtd. Avq. Additions 
Common Plant Held tor Future Use 

Total Wtd. Avg~ Additions 

Tot .. Wtd. Avg .. Fixed Capital 

TAX REFORM ACT ADJOSTMENTS 

Deterred Capitalized Interest 
Deferred Vacation 
Oeferred CIAC Tax Etfects 

Total Tax Reform Act Adjustments 
AOJ'C'S'l'MENTS· 

Cust .. Adv. for Construction 

Total Adjustments 

WORlCING CAPITAL 
--,.".------------

Gas Line Pack 
Materials & Supplies 
worlCing Cash 

Total Working Capital 

Tot. Before Oed .. for Reserves 

OEDUCTIONS FOR RESERVES 

-----------------------
Wtd.Avq.Depreeiation Rese~e 
Taxes Def.. - Defense ", 
Taxes Def.. - ACRS/MACRS 
Taxes Def .. - Other 
Deterred· ITC 

Total Oed.. tor Reserves 

'Weighted Average Depreciated Rate Base 

Description 

$3,837,45$ 
11 

.... -_ .. _-... ---
$3,837,466 

15-7,318 
o -----.... ---

$1$7,318 _ ... _--.. __ ... 
$3,994,7e4 

5,225-
11,535-

6,896 _ ... _--------
$23,6~ 

(48,231) 

($48,231) 

8,639 
23,.057 
48,797 

-----------
$80,493 

$4,050,702 

1,733,981 
18 

118,497 
(2,550) 
63,196-----_ ..... _--

$2,l37,~O 
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A.88-12-00~ APPENDIX E 

PACIFIC GAS AND ELECTRIC COMPANY 
Gas Department 

Page 23 

DETERMINATION OF AVERAGE AMO'ON'l'S OF WORKING 
CASH CAPITAL SUPPLIED BY INVESTORS 

Thousands Of 1990 Dollars 
Test Year 1990 

Description 
-~---------~-~----------

Operational Cash Requirements 
--~--~-----~----~----------~-Cash 
Special Deposits and working Funds 
Other Receivables 
Prepayments 
Deterred Debits~ Company-Wide 

Total 

Less: ~ounts Not Supplied By Investors 
-------~-~-----------.----~----~-------Accrued Vacation & Empl. Witholdings 
credit rec4. tor capitlized supplies 

Total 

Subtotal, Total Company 

Gas Department Allocation Percentage 

Gas Oepartment Allocation 
Franchise Fee Amortization 
Oeterred Debits - Gas Department 

Total Operational Cash Re~irement 

Plus: Average Mount Required 
-------~-----~-----~----------

Adopte4 

37,440 
4,058 

29,219 
10,.721 
4,166 

... _-------
$8S,604 

88,.522 
22,033 

...... -.. --.. 
$110,55$ 

($24,951) 

33.16% 

(S~274) 
(1,.643) 

58 

($9,859) 

Avg. Amt. Req. as a Result of Paying Expenses 
in Advance of Collecting Revenues 58,6S6 

Total $SS,65-6 

'-Average Net Amount of Working 
Ca~h Capital Supp1ied,~y Investors $48,797 .. 
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PACIFIC CAS AND ELEC'rRIC COMPANY 
Gas Oepartment 

Paqe 24 

DEVELOPMENT OF AVERACE LAC IN PAYMENT OF EXPENSES 
Thousands Of 1990 Dollars 

Test Year 1990 

Oescription Expense 
Average 

Lag' Oays Product 
------~----~-~------ ~-.. ------- --_ ... _----- -~---~--.. 

(A) CB) (C-AxB) 

Natural Gas PUrchase 1~l30t83S- 37.08 41931362 
Federal Income Tax ll0,879 98.96- 10972594 
Ad Val .. Tax 23,492 43.74 l027519 
Payroll 242,.716 14.20 3446~70 
Franchise Requiremen 16,336 2550 .. 41 4172492' 
Goods and Services 102,435· 32.94 3374212 
Pensions 2Z,622 -3.92 -88677 
S~F. Payroll Expense 1,lS0 137.37 158029 
FICA Tax 16, S-85- 6.64 110123 
Federal Unempl. Tax 302 73.93 22304 
State Unempl. Tax 414 75.66 31288 
Croup Life Insurance 3,175- -18'.84 -59824 
State Corp .. Tax 31,5-48 80.33 25-34273 
Oepreciation 187,996· 0.0 0 
Materials From Store 40,034 0.00 0 
Insurance and Casual 12,641 18~84 2381506-
Income TAxes Oeferre 11,628 0 .. 00 0 
Abandoned Project Am 6,802 0.00 0 
Savings Fund Plan 5,371 0 •. 00 0 
Health Vision Oental 27,569 8.21 226343 
Adj. to· ERTA Tax Bas (15-,581) 98.96 -1541882 

-----~----~---~--
__________ 4I11III __ 

TOTAL 1978949 66S-S4SS2 

Exp. t..aq Cays 33.63 • (C) / (A) 
Revenue Lag Cays 44.45-
Ad;. to Rate Bas 58,656 

, 
Rate Base Factor 2,078,904 

~~------~----~---New Rate Base $2,137,~O 
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A.S8-12-00$ APPENOIX E 

PACIFIC CAS AAO ELEC'l'RIC COMPANY 
Cas Oepartment 
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S'O'MMAR"f OF EARNINGS AT AOOP'l'EO PRESENT RATE 
R:eVEN'C1ES AAO EXPENSES-

(Thousand~ Of 1990 Do114rs Unless Otherwise Indicated) 
Test Year 1990 

Oescription 
--~~~--------~--~~---~-~ 

operatinq Revenues 

Revenues 

Total Operating Rovenuos 

Operating Expenses 
---~-~-----~------Produetion 
Transmission 
Oistriklution 
Customer Aeeounts 
Uneolleetibles 
CUstomer Service & Intormational 
Administrative & General 
Franchise Requirements 
Other Adjustments 

Subtotal (1987 Oollars) 

Labor Esealation Amoun 
Non-Labor Escalation Amount 

Subtotal (1990 Oollars) 

Natural Cas Used kly the Cas Oepartment 
Project Amortization 
Oepreeiation 
Taxes Other Than On Income 
Supertund tax 
CA corporation FranchisQ Tax 
Federal Income Tax 

Total operatin; Expenses 

Net operating Income 
Rate Base 
Rate ot Return 

Adopted 
-~-.. ----... -

$1,.040,929 

---------~ $1,040,929 

12,.130 
31,.989 

109,575-
73,327 
1,943 

35-,589 
155,5-28 

7,302 
(6,520) 

-.... --------
$420,863 

24,285-
20,020 

$465-,169 

(141) 
6,802 

187,996 
42,581 

360 
28,.132' 
98.,854 --... -~-----

$829,753 

$211,176 
2,137,~0 

9 .. 38% 

----~-~--------~-----~~~--~-----~-------~------~------

Auth. Rate of Return : 
Net-to-Cross multiplier : 

Authorized incr. in Revenues : 

10 .. 96% 
1· .. 68845-

----------
$39,.00S. 
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A.88-12-00S APPl!:NDIX E 

PACIFIC CAS AND ELECTRIC COMPANY 
Gas Department 

AOOP'l'ED SOMMAR~ OF EARNINGS 
REVENUES. AND EXPENSES 
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(Thousands Of 1990 Dollars Unless Otherwise In4ieate4) 

Description 

Operating Revenues 
~-----~-~-.. --~~---
Adopted Pr.sent Rate Revenues 
Authorized incr. in Revenue~ 

Total Operating Revenues 

Operating Expenses 
---~---------~----Production 
Transmission 
Distribution 
Customer Accounts 
t1ncollectibles 
CUst .. Serv. , Inform. 
Administrative & Gen. 
Franchise Requirements 
Other Adjustments 

Subtotal (1990 Dollars) 

Natural Cas Used by the Gas Department 
Projec Amortization 
Depreciation 
Taxes Other Than On Income 
Superfund tax 
CA corporation Franchise Tax 
Federal Income Tax 

Total Operating Expenses 

Net Operating Income 
Rate Base 
Rate of Return 

Adopted 
----~---.. -
$1,040,929 

39,00$ 

$1,079,934 

13,787 
36-,024 

123,125-
8-1,204 

2,01S-
40,.309 

168,694 
7,602 

(7,221) 
........... ---

$46~,542 

(141) 
6,802 

187,996 
42,581 

403 
31,.721 

111,033 

$845,936-

$233,998 
2,137,5-60 

10 .. 95% 
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PACIFIC CAS ANti ELECTRIC COMPANY 
Cas I>epartlDent 

tlEVELOPMEN'l' OF THE NE'l'-'l'O-GROSS MtJI.'l'IPLIER 
'l'e~t Year 1990 

Description (A) (D) (C-A'*D) 
--------------- ------- ------- ---~----

Cross Operating Revenues 1.000000 

Less:' Uncoll. 0.002220 0.840669 O.OO18~ 

---------... ~~-
0.998134 

Less: Franchise 0.00915·6 0.838803 0.007680 
-------------

0 .. 990454 

'Less: Super Fund 0.001200 0.897365 0.001077 
-------------

0 .. 989377 

Less: S.I.T .. 0.093000 0.989377 0 .. 092012 -_ ... __ .............. _-
0.897365 

Less:. F.I.T. 0.340000 0.897365· 0.305104 
--~ .. ------.. --

Net Operating Revenues 0.592261 

Uncollectibles & Franchise Fee Factor 1.009638 
Superfund,. State & Federal Tax Factor 1.672327 
Net-To-Gross Multiplier 1 .. 68844.6 
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A.88-12-00S APPENDIX E 

PACIFIC CAS AND ELECTRIC COMPANY 
G3S Department 

ESCAlATION FACTORS 
COS'l' OF CAPI'l'AL 
'l'est Ye3r 1990 

Oescription 

-------~-----~--------~-~----

LABOR -------~~-~-> 1988 
ESCALATION FACTORS 1989 

1990 
1991 
1992 

NON-LABOR ------~-> 1988 
ESCALA'l'ION FACTORS 1989 

1990 
1991 
1992 

OTHER --~~-~-----~> ALL YEARS 

COMPOSITE ESCALATION FACTORS 
~-------~-------~-~----~----
LABOR 1988 1'0.1991 
NON-LABOR 1987 TO· 1990 
OTHER 1987 TO 1990 

Paqe 28 

Aclopte<1 --... ~--~---

2~750t 
2~75-0% 
4.900% 
4.200% 
4~800% 

S~17·0% 
4.600% 
4.830% 
s.~270% 
5.460% 

0.000% 

10 •. 749% 
15.321% 

0.000% 

COST CAPITALIZATION WTO. COST 

Oebt 
Pre!. Stock 
Common equity 

9.32% 
8.79t 

12.90% 

47.00* 
6.25% 

46.75% 

4~38% 
0.55% 
6.03* 

----------------------------------.--------~~-~~----~~-~~---Auth. Return on Rate B3se : 10.96% 

(END OF i .. ??ENDIX E) 
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ATTRITION YEAR 1991 ---_._ ... ------._-------------------------------------.... -------Expenses 
for AY'1991 

in OOO's 
of 1990$ 

Expenses 
for AY'1991 

in OOO's 
of 1990$ 
(Calif.) 

Transfer 
of Other 
Expenses 

to Labor/ 
Non-Labor 

Expense. 
for AY1991 

in 000". 
of 1990$ 

for Attrition 
purposes 

~~~~~--~~~--~~--~~~~~~~~--~-~----------------~~~--
ADOPTED I N ...................... __ .. __ ................ _-_._-_._------------

Production (Juris. Alloc. Factr - 1.0000 

------------------------------------------------~----~~-----~----Labor 
Non Labor 
Other 

4,270 
9,354 

163 

4,270 
9,354 

163 

o 
o 
o 

4,270 
9,354 

163 
------------------------------~--------------~----13,787 13,787 o 13,787 

Transmission (Juris. Alloe. Factor - 1 ... 0000 
----------------------------------------------------~~~-~~-------Labor 
Non Labor 
Other 

20,961 
15-,063 

o 
20,961 
15-,063 

o 
o 
o 
o 

20,961 
15-,063 

° --------------------------------------------------
36,024 36,024 

Distribution (Juris. Alloc. Factor -

o 
1.0000 

--------------------------------------------------------------~~-
Labor 
Non Labor 
Oth~r 

77,906 
45,078 

141 

77,906 
45,078 

141 

o 
o 
o 

77,906 
45,078 

141 
--------------------------------------------~~----123,125 123,125-

CUstomer Accounts (Juris. Alloc. Factor 

Labor 
Non Labor 
Other 

60,469 
15-,119 
7,632 

83,220 

60,469 
15,119 

7,632 

83,220 

Demand-Side Mqmt. (Juris. Allee. Factor 

o 

1.0000 

o 
o 
o 
o 

1.0000 

12~, 12$ 

60,469 
15,119 
7,632 

83,220 

-----------------------------------------------------------------
Labor 
Non Labor 
Other 

10,784 
27,652 

1,874 

40,309 

10,784 
2-7,652 

1,.874 

40,309 

A~in. & Cen. (Juri5-•. Alloc. Factor • 

o 
o 
o 

° 
1.0000 

10,784 
27,652 

1,874 

40,.309 

------------------------------------------------------~----------
Labor 
Non La):)or 
Other 

83,05-1 
38,426 
S4,819 

176,296 

83,0501 
38,426 
54,819 

176·,296 

30,728 
16,489 

(47,.217) 

o 

113,779 
54 ,.915 . 
7,602 

176,296 
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A.88-12-005· APPENOXX F PaCJe 2 

------..... _-.. ------_ ... _---------_._--.. _----------------------
Expens •• 

for AY199l 
in OOO's 
of 2.990$ 

Expen •• s 
for AY1991 

in OOO~s 
of 1990$ 
(Calif. , 

Transter 
of Other 
Expenses 

to· lAl:>or/ 
Non-Labor 

E~n ... 
for AY1991 

in 000'. 
ot 1990$ 

tor Attrition 
purposes 

-----~--~---------~---~------~-~~--~----~----~--~-ADOP"TEO I N C R C 
••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••• 
Other Adjustments (Juris. Alloc. Factor 

:t,.Q.]:)or 
Non Labor 
Other 

(7,221) 
o 
o 

(7,22l) 
o 
o 

1.0000 

o 
o 
o 

(7,221) 
o 
o 

----~----~----------~-~--~---~-~-----~-----------~ (7,221) (7,221) o (7,221, 

TOTAL O&M EXPENSES 
---~--~---------~------~----~----------~----------.-------~-~--~-Labor 
Non Labor 
Other 

250,.221 
150,691 

64,629 

250,22·1 
150,691 

64,629' 

30,728 
16,.489 

(47,217) 

280,949 
167,180 

17,412 

----------------------~-------------------------.-465,542 465,542 o 465-,542 

------_ ..... _--._-_ .......•........... _-_ ................. --_ ... . 
La~or Base tor AY 1991 in 1990$ (Adopted in CRC) 
1990 Labor Escalation (estim4ted in GRC) 
1989 Labor Esc4l4tion (~stimated in GRC) 
1988 La~or Esc4lation (estimated in CRC) 
1988 Labor Esc4lation (use recorded) 
1989 La~or Escalation (use recorded) 
1990 Labor Escalation (use updated e~timate) 
1991 Labor Escalation (u&e updat~d esti~ate ot 

CPI-Waqe Earners) 

La~or Base tor AY 1991 in 1990$ 

Labor Escalation tor AY 1991 in 1991$ 
TJncoll. & Franchise Fee Factor (Adopted in GRC) 

Increase in Revenue Requirement 

Non-Labor Base tor AY 1991 in 1990$ (Adopted in GRC) 
1990 Non-Labor Escalation (estimated in CRC) 
1989 Non-Labor Escalation (estimated in CRe) 
1988 Non-Labor Escalation (estimated in CRe) 
1988 Non-Labor Escalation (recorded) 
1969 Non-Labor Escalation. (recor4ed) 
1990 Non-Labor Escalation (use up<1a.ted estimate) 
1991 Non-Labor Escalation (use updated estimate) 

Non-Labor Base for At 1991 in 1991$ 

$280,949 
4 .. 90% 
2.75-% 
2.75% 
2.75% 
2.75% 
4.90% 

4.20% 

292,749 

11,800 
1.0096:18 

---.~ ..... ---.. --
-11,914 

167,180 
4.83% 
4.60% 

5-.17% 
5 .. 17% 
4.60% 
4.83% 
5·.27% 

---~---------175-,990 
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Non-Labor Escalation for AY 1991 in 1991$ 
Oncoll. & Franchise Fee Factor (Adopted in aRC) 

Increase in Revenue Requirement 

Depreciation Exp. (Juris. Alloc. Factor 1.0000 ) 

System aVg~ Depreciation Rate (Adopted in aRC) 
Increase in Wtd. Avg. Plant in Service 

for AY1991 (Adopted in aRC) 

Increase in Depreciation e~nse 

Increase in Depreciation expense (Cali!.) 
Net-to-aross Multiplier (Adopted in eRC) 

Increase in Revenue Requirement 

Ad Valorem Taxes (Juris. Alloc~ Factor 1.0000 ) 

Paqe :3 

8,810 
1.009638 

8,89S 

4.7061% 

337,529 

15,884 

15,.884 
1.688446 

26,.820 

-~~~~-~---------------------------------------------------------system aV9~ Ad Valorem Tax Rate (Adopted, in eRC) 
Increase in AY1991 EOY Plant in Service from 

TYl990 EOY Plant in Service (Adopted in eRC) 

Increase in Ad Valorem Taxes 

IncreAse in Ad Valorom Taxe~ (Cali!.) 
Oncoll. & Franchise Fee Factor (Adopted in eRC) 

Increase in Revenue Requirement 

State Tax Depr. (Juris. Alloc. Factor • 1.0000 ) 

0.s.607% 

319,810 

1,793 

1,7~3 
1.009638 

1,811 

---------------~------~~----------------------------------------~ State Tax Depr. Rate (Adopted in eRC) 
Increase in AY1991 EOY Plant in Service from 

TY1990 EOY Plant in Service (Adopted in eRC) 

Increase in State Tax Depreciation 

Increase in State Tax Depreciation (Cali!.) 

Increase in CCFT , Tax Rate -
Increase in FIT' ( Tax Rate • 

Increase in State & Federal Taxes 
Net-to-Cross Multiplier (Adopted in CRC) 

Increase in Revenue Requirement 

9.3000% 
34.0000% 

3.3977% 

319,.810 

10,866 

10,86-6 

(1,011) 
344 

(667) 
1.688446· 

(1,126) 
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A~88-12-00S APPENDIX F Paqe 4 

Federal 'l'ax Depr. (Juris. Al1oc:. Factor 1.0000 ) 
-~~---~-~~-----~~--------~-~-----~~~----~~-~----~-~--~~----------Federal 'l'ax Depr. Rate (Adopted in GRC) 
Increase in AY1991 EOY Plant in service from 

TY1990 EOY Plant in Service (Adopted in GRC) 

Increase in Federal 'l'ax Depreciation 

Increase in Federal 'l'ax Depreciation (Calif.) 

Increase in Federal 'l'axes ( 'l'ax Rate 
Net-to-Gross Multiplier (Adopted in GRe) 

Increase in Revenue Requirement 

34.0000% 

2.9756% 

319,810 
... ~---..,-.. .,..~ 

9,516 

9,516 
... ----....... _-_ .. -

(3,236) 
1 .. 688446 

(50,.463) 

Rate Base (Juris. Alloc. Factor • . 1.0000) 
~~---~--------------------------~-~-----~------~-----~-----------
Wtd~ avq. Depr Rate Base tor 'l'Y1990 (Adopted in GRC) 

Plant in Service (Adopted in GRC) 
----~-----~~-----------------~~---Wtd. avq ... Additions for 'l'Y990 
Net Additions tor TY1990 
Wtd. aV9. Additions. tor AY1991 

Plant Held for Future Use (Adopted in GRC) 
... ----~-----~---~-~-----~------~-----------~ Wtd·. avq ... Additions for 'l'Y1990 
Net AdcUtions. for 'l'Y1990 
Wtd. aV9. Additions for AY1991 

Deferred I'l'C (Adopted in GRe) 
------~--------~-------------Wtd~ Avg. Deferred I'l'C tor TY1990 
Wtd. AV9. Deferred I'l'C tor AY1991 

Depreciation Reserve (Adopted in GRe) 
~-~-----~-~----~-~----~-----~---~------Wtd. aV9. Depreciation Reserve for ~t1990 
WtQ. aV9. Depreciation Reserve for AY1991 

'l'axes Deferred - ACRS· (Adopted. in eRe) ____ M ____ ~ ______________ ~ ______ ~_~ ____ ~ 

Wtd. avg. Deferred Taxes - ACRS for T~1990 
Wtd. avq. Deferred Taxes - ACRS tor AY1991 

Wtd. avg~ Depr Rate Base for AY1991 

Wtd. aV9 .. Depr. Rate Base in TY1990 (Adopted. in GRC) 
Wtd~ aV9~ Depr~ Rate Base in A'i1991 (Adopted. in GRC) 

Wtd. avq .. Depr .. Rate Base in 'l'Y 1990 (Calif.) 
Wtd. avg. Dept' .. Rate Base in A"i 1991 (Calif., 

2,137,~0 

(lS7,318) 
351,858 
142,989 

(11) 
17 
o 

63,196 
(60,185) 

1,733,98l 
(1,900,8S1) 

118,497 
(139,043) 

--,.------.. -.. ~ 
2,290,691 

2,137,560 
2,290,691 

2,137,5--60 
2,290,691 
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Lonq-term Debt 

Return on Debt in TY 1990 (Adopted in GRC) 
Debt capitalization in TY 1990 (Adopted in GRC) 

Wt"-. cost of Debt for Test Year 1990 

Return on Debt in AY 1991 (Adoptec1 in AY1991) 
Debt capitalization in AY 1991 (Adopted in AY1991) 

Wtd. cost of Debt for Attrition Year 1991 

Increase in Debt cost in Attrition Year 1991 
Oncoll. , Franchise Fee Factor (Adopted in GRC) 

Increase in Revenue Requirement 

Preferred Stock -... ~-------.. ----
Return on Pref. Stock in TY 1990 (Adopted in GRC) 
Pref.Stk. capitalization in T':l1990 (Adopted in GRC) 

Wtd. cost of Preferred Stock for Test Year 1990 
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9.32% 
47.00% 

4.38* 

9.32' 
47.00% 

~ .... --.. -~---~-
4.38% 

6,.707 
1.009638 

... ---~-.. ------
6,772 

8.79% 
6.25% -.. ----~-.. ~---
0.55-% 

Return on Pref. Stock in A':l1991 (Adopted in A':{l991) 8.79% 
Pref.Stk. capitalization AY1991 (Adopted in AY1991) 6.25% 

Wtd. cost ot Preferred Stock tor Att. ':lear 1991 0.55% 

Increase in Pre!. Stock cost in Att~ Year 1991 
Net-to-Gross Multiplier (Adopted in GRC) 

Increase in Revenue Requirement 

Common Equity 
....... _-----... _ .... -
Return on Common Equity in TY 1990 (Adopted in GRC) 
Com. Equity capitalization TY 1990 (Adopted in GRC) 

Wtd. cost of Common Equity for Test Year 1990 

Return on Common Equity AY 1991 (Adopted in AY1991) 
Com. Eq. capitalization AY 1991 (Adoptd in AY1991) 

Wtd. eost o! Common Equity tor Att. Year 1991 

Increase in Common Equity cost in Att. ':lear 1991 
Net-to-Gross MUltiplier (Adopted in GRC) 

Increase in Revenue Requirement 

842 
1.688446 

1,422 

12.90% 
46.75-% 

6.03% 

12.90% 
46.75% 

-------,...-~---6.03% 

9,234 
1.688446 

.. ----~-~---~,.,. 
15,591 



A.SS-12-005 APPENDIX F Pege 6 

• RA'l'EBASE TRACKING 
-----~--~-~-~~-.-

Wtc!. aw}_ Depr.RateBase in TY1990 (Adopted in GRC) 2,.137,560 
wtd. evq.. Depr • RateBase in 'l'Y1990 (use updeted est ... ) 2,137,560 

Wtd. evq. Oepr .bteBase in AY1.991 (Adopted' in GRC) 2,290,691 
Wt4. evq • Oepr .. bteBase in AY1991 (1.1.8 update4 •• t .. ) 2',290,691 

• 
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A.88-12-00$- APPENDIX F 

PACIFIC GAS AND ELECTRIC COMPANY 
Gas Department 

Page 7 

REVENUE REQUIREMENTS FOR AT'l'RITION YEAR 1991 
Thousands Of 1991$ 

._----------.-----------------------------------------... --------
ITEM 

A'l"l'RITION 
YEAR 
1991 ••• ___ •• ___ •••• M ••• __ •• _ •• __ ••• __ •••• __ •• ____ • ___ • ______________ _ 

o & lot EXPENSES : 
-----------~~~~~ Labor Escalation 

Non-Labor Escalation 

Total O&M Expenses 

CAPITAL RELATED ITEMS : 
-~---------------------Book Depreciation Expenses 

Ad Valorem Taxes 
State Tax Depreciation 
Federal Tax Depreciation 
Debt cost 
Preferred Stock cost 
Common Equity cost 

Total Capital Related Items 

OTHER AUTHORIZED ITEMS : 
----~-~-------~-~~~-----Abandoned project AmortiZation Adjustment 

Non-recurring O&M Adjustment 

Total Other Authorized Items 

$11,.914 
S, S9S 

---.. ~----~---$20,809 

$26,.820 
1,.811 

(1,.126-) 
(S·,.463) 
6-,.772 
1,.422 

15-,S91 

$45-,826-

($6,802) 
o 

~-.. -----.. --,.~ 
($6,802) 

--~-~----------------------~------~----------------------~-------ADO'L REVENUE REQUIREMENTS ----> 
Exclude % attributable to Large Light & Power 

(To be adopted in OIR 86-10-001) 

TOTAL AOO'L·REVENUE REQUIREMENTS ----> 

$59~a33 

0.00% .-.. _----_ .. _--
$59,833 

.~ ......... -.............. -..................................... . 
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A.88-12-005 

Labor Base 

APPENDIX F 

ATTRITION YEAR 1992 

Total Labor Base tor AY 1992 in 1991$ 
1991 Labor Escalation (estil!lated in GRC) 
1990 Labor Escalation (estimated in AY1989) 
1990 Labor Escalation (use recorded) 
1991 La~or Escalation (use updated estimate) 
1992 Labor Escalation (use updated estimate ot 

CPI-Waqe Earners) 

Labor Base tor AY 1992 in 1992$ 

Labor Escalation for AY 1992 in 1992$ 
'Oncoll. & Franchise Fee Factor (Adopted in GRC) 

Increase in Revenue Requirement 

Non-Labor Base 

Non-Labor Base tor AY 1991 (Adopted in AY1989) 
1991 Non-Labor Escalation (estimated in GRC) 
1990 Non-Labor Escalation (estimated in A¥1989) 
1990 Non-Labor Escalation (use recorded) 
1991 Non-Labor Escalation (use updated estimate) 
1992 Non-Labor Escalation (use updated estimate) 

NonLabor Base tor AY 1992 in 1992$ 

Non-Labor Escalation tor AY 1992 in 1992$ 
Uncoll. & Franehise Fee Factor (Adopted in GRC) 

Increase in Revenue Requirement 
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292,749 
4.20% 
4.90% 
4.90% 
4.20% 

4.80% 

306,801 

14,052 
1 .. 009638 --------..... _--

$14,187 

$175,990 
$.27% 
4 .. 83% 
4.83% 
$.27% 
5.46% 

----~-~---...... 
185,599 

9,609 
1.009638 ----_ .. _----_ .. 

$9,702 

Oepreciation Exp·. (Juris. Alloc .. Factor 1.0000 ) 
--------~~~--~--------~-----~~~-----~-~--------------~----~-~----System avq. Oepreciation Rate (Adopted in CRC) 

. Increase in Wtd. AV9. Plant in Service 
tor AY1992 (Adopted in CRC) 

Increase in Depreciation expense 

Increase in Depreciation expense (Calif.) 
Net-to-Cross Multiplier (Adopte~ in GRC) 

Inerease in Revenue Requirement 

4.7061% 

327,533 
~-~ .. --~ .... ----... 

15·,414 

15,414 
1.688446. 

$26,025-
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A.88-12-005 APPENDIX F 

Ad Valorem Taxes (Juris. Alloc. Factor 1.0000 ) 
-~~-~------~----~~~~--~------~-~------------~-~~------------~~-~~ system avg ... Ad Valorem 'tax Rate (Adopted in eRC). 
Increase in AY1992 EOY Plant in Service fr.om 

AY1991 EOY Plant in Service (Adopted in eRC) 

Increase in Ad Valorem Taxes 

Increase in Ad Valorem 'taxes (CAlif.) 
Oncoll. & Franchise Fee Factor (Adopted in eRe) 

Inerease in Revenue Requirement 

~,.-----.. ,... .. --~ 
1,890 

1,890 
1.009638 

$1,908 

State Tax Depr. (Juris. Alloc. Factor • 1.0000 ) 
~------~-----~-----~-------.-------.--------~------~---~~~--~~---State 'tax Depr. Rate (Adopted in CRC) 
Increase in AY1992 EOY Plant in Service from 

A'i1991 EOY Plant in Service (Aaopted in eRC) 

Increase in State Tax Deprecition 

Increase in State Tax Cepreciation (Cali!.) 

Increase in CCFT ( Tax Rate • 
Increase in FIT ( Tax Rate • 

Increase in State , Federal Taxes 
Net-to-Gross Multiplier (Adopted in GRC) 

Increase in Revenue Requirement 

9.3000% 
34.0000% 

3.3977% 

337,083 
-------------11,453 

11,453 

(1,065) 
362 

---------_ .... _-
(703) 

J..688446 ---_ .. _-----_ .. 
($1,187) 

Federal 'tax Depr. (Juris. Alloe. Factor 1.0000 ) 

-----~----~-----------------~------------------~--------~~-~~----Feaeral Tax Depr. Rate (Adopted in CRC) 
Increase in AY1992 EOY Plant in Service from 

AY1991 EOY Plant in Service (Adopted in eRC) 

Increa&e in Federal Tax Depreciation 

Increar;e in Federal Tax Depr~ciation (Cali!.) 

Increase in Federal Taxes ( 'tax Rate 
Net-to-Gross Multiplier (Adopted in eRC) 

Increase in RevenueRequirement 

34.0000% 

2.97$6% 

337,033 
--------'------

10,030 

10,030 -_ .. _--_ .. _----
(3,410) 

1 .. 688446 
... ------.. ~---.. 

($5·,758) 
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A.88-12-005 APPENDIX F Paqe 10 

Rate Balle (Juris. Alloc:.. Factor - 1 .. 0000 ) 
-~~----~~~~~----~~-------~~---.------~-----------~~--------~~----WtcS. avg .. Oepr Rate Base for AY1991 (Adopted in eRe) $2,290,691 

Plant in Service (Adopted in GRC) 
~-~~---------~~--~--------~-------
Wtd~ avq .. Additions for AY1991 
Net Additions for AY1991 ' 
Wtd. avg. Additions for AY1992 

Plant Held for FUture Use (Adopted in CRC) 
---------~---------~-----~-----------~-----Wtd ... avq. Additions for AY1991 
Net Additions tor AY1991 
Wtd. avq. Additions for AY1992 

Deferred ITC (Adopted in GRC) 

Wtd .. Avq .. Deferred ITC for 'l'Y1990 
Wtd. Avq .. Oeterred ITC tor AY1991 

Depreciation Reserve (Adopted in GRC) 
-----~-~-----------------------~-------Wtd. avq ... Depreeiation Reserve for AY1991 
Wtd .. avq. Depreciation Reserve tor,AY1992 

Taxes Deterred - ACRS (Adopted in CRC) 
------------------------~--~-----------Wtd .. avq·. Deterred Taxes - ACRS· tor AY199'l 
Wtd. avg .. Deferred Taxes - ACRS for AY1992 

Wtd .. avq. Depr Rate Base tor AY1992 

Wtd. avg. Depr. Rate Base in Attrition Year 1991 
Wtd. avg.. Depr.. Rate Sase in Attrition Year 1992' 

Wtd. avg_ Oepr. Rate Base in AY 1991 (Calif.) 
Wtd. avq~ Depr. Rate Base in A¥ 1992 (Calif.) 

Long-term De~t 

Return on De~t in A¥ 1991 (A~opted in AY1991) 
Debt capitalization in AY 1991 (A~optea in AY1991) 

Wt~. cost of Debt for Attrition Year 1991 

Return on Oe~t in AY 1992 (Adopte~ in A¥1992) 
Oe~t capitaliZation in AY 1992 (Adopted in AY1992) 

Wtc1. cost of Debt for Attrition Year 1992 

Increase in De~t eost in Attrition Year 1992 
Uneoll. & ~ranehise Fee Factor (Adopted in GRC) 

Increase in Revenue Requirement 

(142,.989) 
319,810 
150,712 

o 

° o 

60,185 
($7,412) 

1,900,851 
(2,078,376) 

139,043 
(153,335-) 

--._---------
$2,424,179 

$2,290,691 
$2,424,179 

$2,290,691 
$2,.424,179 

9.32% 
47 .. 00% _ .... ,., .... -------
4.38% 

9.32% 
47.00% 

4 .. 38% 

5-,847 
1.009638 

$$,903 
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, APPENOXX F 

Preferred Stock 
a. __ ... ______ ....... _ 

Return on Pref. Stock in A'l 1991 (A4optec1 in AY1991) 
Pref.stk. capitalization A'l 1991 (Adopted in A'l1991) 

Wt4. cost of Preferred Stock tor Test Year 1991 

Return on Pref. Stock in A'l 1992 (A4optec1 in AY1992) 
Pret.Stk. capitalization A'l 1992 (Adopted in AY1992) 

Wtd. cost of Preferred Stock for Att. Year 1992 

Xnceas~ in Pref. Stock cost in Att. Year 1992 
Net-to-Gross Multiplier (Adopted in GRC) 

Increase in Revenue Requir.~.nt 

'Common Equity. 

Return on Com. Eq. in A'l 1991 (Adopted in A'l1991) 
Com. Eq. capitalization A'l 1991 (Adopted in AY1991) 

Wtd. cost of Common Equity for Test Year 1991 

Pag'e 11 

8.79% 
6.2S% 

-------.------

734 
1.6&8446--------_ .. _---

$1,.240 

12.90% 
46 .. 7$% 

-------------
6-.03% 

Return on Com. Eq. in A'l 1992 (Adopted in AY1992) 12.90% 
Com. Eq. capitalization AY 1992 (Adopted in AY1992) 46.75% 

Wtd. cost of Common Equity tor Att. ';lear 1992 6.03% 

Increase in Common Equity cost in Att~ Year 1992 
Net-to-Gross Multiplier (Adopted in GRC) 

-------------
Increase in Revenue Requirement $13,591 

RATEBASE TRACKING 

Wtd. avq. 
Wtd .. avq. 

Wtd. avq ... 

Wtd. avq. 
Wtd. avq. 

Wtd. avq. 

Cepr.Rate Base in TY1990 (Adopted in GRC) $2,137,560 
Oepr.Rate Base in TY1990 (estimated at 

the time Of tilinq for A'l 1991) $2,137,560 
Oepr.RateBase in 'l'Y199 0 (recorded) $2,137,5~0 

Oepr.RateBase in AY1991 (Adopted in GRC) $2,290,691 
OeprRateBase in AY1991 (estimated at $2,290,691 

the time of filinq for AY 1991) 
Oepr.RateBase in A'l1991 (use updated est.) $2,290,691 

WtCl. avq ... Oepr.RateBase in AY1992- (AdopteCl in GRe) $2,424,179 
Wtc1·. avq .. Oepr .RateBase in A'l'l992 (use updated est.) $2,424,.179 
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Gas Department 
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REVENUE REQUIREMENTS FOR ATTRITION YEAR 1992 
Thousands Of 1992$ 

-_.----..... _--_ ..... __ .--........ _--------............ ----.... --
ITEM 

A1"l'RXTION 
YEAR 
1992 ....... __ .... --_.---..... _---... --.... -------.----------.... -----

o & M EXPENSES : 

Labor Escalation 
Non-La~or Escalation 

Total O&M Expenses 

CAPITAL REIATED XTEMS : 

Book Depreciation Expenses 
Ad Valorem Taxes 
State Tax Depreciation 
Federal Tax Depreciation 
De~t cost 
Preferred Stock cost 
Common Equity cost 

Total Capital Related Xtems 

OTHER AUTHORIZED ITEMS : 

Abandoned Project Amortization Adjustment 
Non-recurring O&M Ac1j,ustment 

Total Other Authorized Items 

$14,187 
9,702 

-----------_ ... 
$23,889 

26,025-
1,.908 

(1,.187) 
(5,75S) 
5,903 

1,.240 
13,591 

$41,722 

o 
o 

$0 

~~-~--~-----~~~~~~~~~-~----------------------~------~~-------~~~~ 
ADD'L REVENUE REQUIREMENTS ----> 
Exclude % attributable to Large Light & Power 

(To ~e adopted in OIR 86-10-001) 

TOTAL AOO'L REVENUE REQUIREMENTS ----> 

(END OF APPENOIX F) 

$6$,612 

0.00% 
----------... 
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PACE 1 

PACIFIC CAS AND ELECTRIC COMPANY 
ADOPTED REV!NUE ALLOCATION 

ImECT1VE JANUARY 1, 1990 11 
....................................................... 

SALeS PResENT TOTAL 'ULL CAPPED % 0' II ALI.OCATION AvtRACI! 
21 RATe Rev 31 HC Revs !PHC CX) I!PHC 41 ePHC CX) II W/I.IRA 51 (%) RAT! 

CUSTOMER GROUP (GWN) (SOCCI) CHANGI! AI.I.OC CHANGE II CHANGI! (C/KWH) 
••••••••••••••••••••••••••••••••••••••••• _-•••••••••••••• __ •••••••••••••••••••••••••••••••••••••••••••••••••••••• M ••••••••••• 

RESIDENTIAL 23,493 2,314,664 1,867,666 2,487,950 7S 2,487,.354 100 7.5 2,476,588 7.0 10.~ 

SMAI.l. 7,390 764,121 637,709 852,039 11.6 851,348 100 11.4 855,131 ".9 11.57 

MEDIUM 12,589 1,133,946 842,964 1,127,484 (0.6) 1,150,091 102 1.4 1,156,526 2.0 9.19 

I.ARGE 
£-19 4,234 343,374 274,652 367,199 6.9 367,111 100 6.9 369,310 7.6 8_12 
E·20 14,187 938,856- 740,085 956,819 1.9 956,583 100 1.9' 963,950 2.7 6,'19 
SPECIAl. CONTRACT 2,.171 103,543 0 0 NIA 103,543 NIA 0.0 103,543. 0.0 4;rt 

AGRlCUI.TURE 3,091 280,982 319,.386 429,872 53.0 304,389 71 8.3 305,995 8.9 9.90 

~TREETLIGHTING 273 37,957 15,946 35,030 (7.7) 36,n4 105 (3.1, 36,780 (3.1, 13.48 

.........••••••••.................•.••••••••••................••••••••••••••••••......... ' .................• -~~~ ............. . 
TOTAL. 67,428 5,917,449 4,698,408 6,257,192 5.7 6,257,192 

11 PocHftfn chergol, optional TOU lIII:1:er chllrgel lind other non-alLocated revel'M.le' 
are excLuded 1rom· the r~ allocatlO1'1 prOCell. TheM MIOUntl aro fr'ICLucIed In·11gurOi 
In thl1 tobLo to obtafn the correct percentage fncrello .nd avtrago rate caLc",LatfOl'lI. 

21 Solei 11g",rn are adJ",sted 101' ~lOY" dflCOIoIntl. 

31 LIRA dli1COIoInts 01 121.73 mill101'1 lire no1: re1lected In rOlfclentlaL pl'CIICII'It 
rotct revctnl.le. Rnlclential rClYCll'lUct fs 12.291 bflLIOI'I and total prll'l4ll'lt rate rotatl revenue 
I, S5·.894 biLLion with thll adJ"'ltlllOl'lt •. 

41 Ttlo percentage increlle In alLocabLe rev~ is 6.4X,. rOCher thon the Iystem 
inereoH 01 5~7X. The dlffortnco II due to non-aLLocated reveN.III, luch 01 Loed 
IIIIr'IOgemctnt credl tI. 

51 Tho LIRA lurcharge 11 excludectfrom, the revenue aLLocation, pl'OCnl, and added 

to lntrac:Lall aUocatlona .. LIRA dflCOIoInta are IlJ>tracted 1rom the r .. fdlntlaL 
aLLocation. W/leI'I,LJRA dllCOIoInCI aro oxcLuded from,prOlfnt rate r.v«'NI" the 
residentiaL fncre .. e fl ex • 

• 

5.7 6,267,823 5.9 9.30 
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APPENDIX G 
PAGE 2 

INTRA-CLASS REVENUE ALLOCATION 
TO TAR1" SCHEDULES> 11 2/> 3/ 

Pacl~lc Ca. end Electric COmpany 

CUSTOMER CLASS PRESENT REV. ADOPTeD 
& .we .. RATE TARIP' SCHEDULE SALES (MkWh) (SODO.) RI!VENUI!(SODO.) Ave. RATE/kWh· 

R~. f dentl II L Schedl.l l~ !-1 22,679,833 S2,2S4,'15 12,432,039 SO. 1 On:s 
SO. 1 0678 Schedul~ e-7 669,286 S55,131 $60,317 10.09021 

ScheduLe E-8 143,820 S15 .. 7'54 116,203 SO_11266 
Loed Mgmt. 

$maLL ~IQht & Power Sch«ll.lLe A-' 7,111,938 1143,193 1832,631 10.11610 
SO.11~66 Schedule A-6· 111,999 110,308 11',028 10.09846 

Schedl.lle A-15 2,1'2 S2a8 1336 SO_1m2 
Schedule TC-1 103,959 '10,051 '10,696 SO .. 10ZM 
Schedule S S62 S201 n/. 

Hedfun Light & Power Schedule A-10 9,347,586 1814,018 S904,134 so.owm 
SO.09183 Schedule "-11 3,241,865 1259,303 s2S1,Vf5 SO.OT/64 

Schedule S 11S4 123~ n/' 

Lorge Light' Power Scheej.£19-T '1 rm 5,026 1300 S338 SO.0672S 
(500 - 1000 kW) E19T Non' 1 l'1li 0 SO SO 

~ 
$0.08706 $Chid· E19-P '1 rm 400,134 127,555 130,661 50.07663 

E19P Non' I l"1li, 15,&45· S9Z3 S1,057 50.06668 
Schld £19-S '1 rm 3,752,129 1309,220 1331,1:10 SO.0M26 

e19S Non'l rm· 40,.747 12,830 13,242 SO. 07'9".16 
SChedule AoRTP 20,539 11,448 11,579 SO.016CT 
SChedule S 1344 f,,/jj7 n/. 

Larg~ Light & Power E20/24/25-T ,Irm 1,661,089 193,050 191,392 $0.05502 
& Rol lway e20-T Non,1 rm 1,029,558 147,004 149,'7.56 SO.04831 

(CIY~r 1000 k\j) 1!20/24/25-P 'Irm 4,722,628 1308,171 1330,233 10.06993 
10.06552 £20-P Non' I rm 1,174,7:J7 198,507 1108,376 10.06108 

£20/24/25-S Firm 4,2Z7',Z92 13lO,Z41 1328,900 SO.O?'780 
£20-s NonF I rm 652,453 142,361 S42,.m 10.06559 

SChedul4J A-RTP 119,343 18,303 58,572 10.01182 
Schedule S 14,132 18,138 n/. 
Sf*:L contracts 2,170,7'90 1103,543 1103,543- SO.04T/O 

Agriculture Schedul. Ae-1A 226,411 $35,351 '38,71S 10.'710' 
10.09805 Schedl.lle AC-RA 26,600 S2,644 12,901 1O.1090a 

Schedul4, AC-VA 66,114 16,019 16,608 SO. 09995 
khedl.ll. AC-4A 130,501 "2,400 113,61' 1O~'04:S0 
khedWl. AC-5A 79,660 16 .. 550 16,751 SO.084!2 
SchtdYl. Ae-1S 560,998 166,070 172,429 10.129" 
SChedule AC-RB :59,718 14,059 14,453 10.11212 
ScheduLe AG-VB 30,987 13,089 13..390 10.10939 
Sch.oul. "'-48/C 448,256 140,635 144,613 SO.099S3 
Schedule AC-SB/e 1,481,756 1101,260 1109,605 10.07397 

Str~tllght £n.rgy 
10.07396 

11 Revenw exclude. optionel YOU ... t~1' Chargu, .• UbmCJt~r dlICOU'It., ~acfLh:fes chargu, 
.nd oth~r adjustment •• 

21 some non.flrm cla ...... riJ capped 1j(I. that th~ el ... rllVf/tUI .Uoc_tion 
tncluding credits dOeS not excltd the Intracl ... cap~ Sinee rat~ credit. 

• ar4J not included in, th~ .Uoc.tad"lIIIOUI'It, 10IIII non'~1 rm· el ..... appear to, 
but do not, ellCee(! tile intracL.s. c.p .. 

II LIRA rl'Vt'l'lUH ar~ ineludtd. ~[IIA dl.count •• re excluded 1rom,r .. identl.l rllV.nu. •• 

CHANCE 'ROM 
PReSENT RATES 

7.8~ 
9.5~ 
2.85% 

12.03% 
6.98% 

160m 
6~ 

22Z.61% 

3.45% 
-2.93% 
~2.~ 

12...68% 

'1.,m 
14.50% 
7.m 

14.57% 
9.03% 

as.29% 

-1.m 
5",,'% 
6.95% 
10.0~ 
-0..41% 
1.02% 
3.24%. 

96.97% 
0.00% 

9.53% 
9.74%. 
9.19% 
9.76% 
'.16% 
9.63%. 
9.73% 
9.14%. 
9.1'9% 
8.24% 
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APPENDIX a 
PACE 3 

PACIFIC CAS AND ELECTRIC COMPANV 
CALCULATfON 0' 1.011 INCOME RATEPAYER ASSISTANce Sl,JRCHAAC! 

................................................................................................................ 
Lfrw 
No • D .. cri pti 01'1 Bo.eLi". Tou~ ................................................................................................................ 

1 
2 
:5 

4 

5 

6 
7 
8 

9 

10 

11 

12 
13 
14 
15 

16 

17 

1C 

19 
20 
21 
22 

Z3 

24 

25 
26 

27 

LIRA Program Costl: 

1m LOW IncOl'l'e Ratepayer Alilitanco 
Dilc~t (c.ntl/kwh): 
Residenti.L r.to 
Percent Ditcount 
~ow lneOl'l'e 01ICount (cont./kwh) 
(~I". 1 • Li". 2) 

C.a30 
15% 

1.325 

Low IncOl'l'e DilC~t SeLes (14.",) 1 ,007,520.9C 

LOW IncOl'l'e DilC~t (SOOO) 
(~f". 3 * Line 4 I 100) 

Noveri>or and Oeclllllbflr 1989 Low IncOl'l'e lIat.yor Allf Itanee 
D1DCount (centl/kwh): 
Pr..ent r •• identia~ rate 
Percent Dilcount 
~ow IncOl'l'e DilCount (cenu/kwh) 

~ .. 118 
15% 

1.218 

Low IncOl'l'e Discount S.L .. (Mwh) 

LOW t 1'IC0I'I'e D I lCount (SOOO) 

167,920.16 

TOTAL DISCOUNTS (SOOO) 

ADMINISTRATIVE COSTS (SOOO): 

1990 Adminllerotlve Budget 
PLUI 'F&u (Factor of 1.00865) 
1989 Admfnt.er.tlv. Budget 
PlYI "&U ('.ctor of 1.00865) 

Total. Admfnf.tr.tfve COltl (SCOO) 
(Lfne 12 • Lfne 13 • ~Ine 14 +Lfne 15) 

Toto~ ~IRA Program, Costl 
(Lf". " • 1.1". 16) 

aWH SALES Sl,JBJECT TO LIRA S~rChorge 
TotaL 'or.calt SaL .. 
AdJUltlllllfltl: 
EE Adjustment 

2,044.76 

15,389.92 

Low·h~OI'I'e foretalt period lales (~f". 4) 
Street Light' SaLes (LS·1, 1.5-2,. 1.5·3, TC·1) 
Spocfal Contr.ct $ales 

Total AdJUItmentl 

TotaL GWH SaL .. SUbJoct to LIRA S~rchargo 

CA~euLATIOH 0' THE LIRA Surcnorg.: 

Total LIRA Program Costa (000) 
Total CWH Sel .. S~Ject to- ~IRAB' 

LIRA .~rchorgo (centl/kwh) 
«Lfn. 25/Lfne 26)/10) 

(END APPENDIX a) 

13.47? 
15% 

2.021 

476,091.12 

9,620.50 

12.739 
15% 

1.911 

79, 34C.52 

1,516.23 

1',136.'73 

',4l!:S,612.10 

22,965.66 

247,268..68 

3,561.00 

26,526.65 

4,490.10 
380M 

1,e70.a7 
16.18 

6,415.99 

32,?42.65 .... -... -
67,534.0 

63.1 
1,4l!:S.6 

384.0 
2,110..8 

.-~"" ..... ~ .... -
4,101S 

................ 
63,432.6 ...... _-..... 

32,942.65 
63,432.56 

0.052 
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APPENDIX H 
PAGE 1 

PACI'IC CAS AND E~ECTRIC COMPANY 
SUMIWlY OF ADOPTED MARGINAL COSTS 

T .. t 'fear 1m 

MARGlNA~ ENERGY COSTS 

Generation 
Tranaml .. lon· 
Dlatrlbutlon: 

Prll1111ry 
Secondary 

MARGINA~ CAPACITY COSTS 

Genaratlon 
Tranaml aalon 
I)latrlMlon: 

Prlllllry 
Sec:ondIry 

MARGINA~ CUSTOMER COSTS 

Realclentlal 
Smeu light end powr 
Mldll,lll- Light and power: aecondlry 
Medlllll· light and power: prllllllry 
E-19: aec:ondary 
e·19: prlllllry 
E·20: HCondary 
£·20: prll1111ry 
E-19 .nd E-20: tr.".,.,inion 
AgrlcultlJre 
StreetLlghtlng 

(C/I(\IH) 

3.717 
3 .. 795 

(S/ICWI'fEAR) 

56.17 
31.80 

53.00 
6.87 

(S/CUSTOMERI'f!AR) 

100.37 
26S.Q6. 

,m.8l 
1533.36-

'1574.47 
998Z.09 

14800.29 
8013.22 

50207.82 
483.83 
187.20 
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2 

3 

4 

5 

6 

7' 

8 

8a 

APPENDIX H 
PACE 2 

PACIFIC ~SC AND ELECTRIC COMPANY 
MARCINAL C~N!RATION COST 

Tnt Year 1m 

COll'lbuation Turbine Irweatlll8l'lt 

CeneraL pLa~t Loading ~actor 
(L 1 • 2.1%) 

Subt~taL CL1 • L2) 

ANNUI.LIZED COST 
(L3 • 11.07'%) 

Operations and mai~tenance expense 

Adml"fatrative end general loading 
(L5·- 36.26%) 

A~Li%ect workfng·eaah 
« tL3 - .m. CL5. L6 - 2.44%:1> • 11.07'%) 

TOTAL ANNUALIZED COST 
(L4 thrOl,lgh 1.8) 

AdJUltect 'fOr' 'frenchi .. feea and uncoLLectfbLea 
(1.8 • 1.00865) 

AdJuatect 'for ERI of .418 
(L8a • .418) 

1990S/ICW/YR 
S443.00 

9.30 

452.30 

50.07' 

3.7'8 

1.37' 

0..46 

55.69 

~ .. 17 

23.48 
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1990 
1m 
1992 
1993 
1994 
1995 

6 yel,. ..... ,.Il00 

APP£NO%X It 

PAC!! 211 

PACI',C CAS AND E~ECTRle COMPANV 
ENERCV R£~IABl~lTY IND~ (ERr) 

T .. t VIOf' 1m 

0.400 
0.434 
0.400 
0.400 
0.420 
0.454 

0.418 
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APP!NOUC H 
PACE 3 

PAcr,rc CAS AND !L£CTIIIC COMPANV 
MARCINAI. TRAHIMISSl",. COST 

Tftt v •• ,. 1990 

19901/.:\1/'1'11 
Trenlllliaaion· inYfttllllnt S27'2.00 

2 Cenerel pLent Lo-ding fecto,. 10.04 
(L1 ... 3.69%) 

3 SubtOtlL (1.1 ... 1.2) 282.04 

4 ANNUAI.IZED COST 26.65 
(t.3 ... 9.46%) 

5 Oper.ti onl el'ld 1M' nt«lllr'ICe expen .. 3.37 

6 Adminiltrltfve and g.ner.L Loading 1.22: 
(1.5 ... 36.26%) 

• 7 AnnuaLized wo,.lcino celh· 0.25 
«CI.3 .... 9%:1 ... CL5'" 1.6 • 2.44%3) ... 9.46%) 

8 TOTAL ANNUALIZ!D COST 31.52 
CL4 through L8) 

8. Adjulted· for frltnChi •• ., ... end lI'ICoLLectibL .. 31.-'0 
CL8'" 1.00865) 

• 
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8 

APPeNDIX H 

PACE. 4 

PAC%m: GAS AND !I.ECTRIC CQMPAN'I' 
lCAAC:lNA~ PIUMARV DISTIUSUT%ON CIJST 

T .. t V •• r 1990 

PrilJllry df It,.1 butf on i l'IYft,tll'llnt 

G«IereL pL.n~ Loadfl'lg 'factor 

CI.' • 9.21%)-

Subtot.~ (~, • ~) 

ANNUA~lZED COST 
(1.3 • 10.85:1:) 

Operet.fonl and IMfl'ltllNlI'ICO eXptf'lN 

AdMinfatrative Ind gener.~ ~o.dll"1g 

(L5·· • 36.26%) 

Annua~f%ed·workll'1g ca.h 

«(L3 • .~-. CIoS • 1.6 • 2.44);) • 10.85%) 

TOTAL ANNUALIZED-COST 
(L4 thrOl.lllh Lll) 

~"I edjYltmant 'for o..1:ONr contrfbutiOl'll 

(3.4S:I:· cv. • 1.7J, 

AdJuated· 'for 'fr.rICI1t .. 'f ... and UtlCoUectlbL .. 

1990S/IC'II/YR 
SZT1'~OO 

34.72 

41'.7'2 

44.67 

6.61 

2.1.0 

0.43 

54.10 

(1.56) 

53.00 
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APP!NDIX H 
PAC! 5 

PACtFIC CAS·AND ELECTRIC COMPANY 
MAR~lNAL SeCONDARY DISTRIBUTION COST 

T ... t Y.ar 1990 

CeneraL pLant Lo.ding factor 
(L1 • 9.21%) 

ANNUALl%ED COST 

(1.3 • 1 D .85%) 

,-
Operation. and maintlNll"ICe 1Xp.nM 

Admini.trativ. and generaL LOIdfng 
(1.5 • 36.26%) 

Annualf~ed working ca.h 

((1.3 • .~-. M. L6 • 2.44%3) • 10.85%) 

TOTAL AllIlUALl%!D COST 
(&.4 through 1.8) 

AdJUItacl- for franchi .. f ... and l.I'ICoLLectlbL .. 

(L8 • 1.0OU5) 

1990S/KIJ/YR 
S43.00 

3.96 

1.6.96 

5.10 

1.22 

0.44 

0.05 

6.81 
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1 Cenaratfon ~eveL ",.,.gf",~ 
Energy Coats 
Inc~udel geothol'll'llll adder 

2 VariabLe OUt· 

3 Marginal Energy COlt 
(~ .. 1.L.2) 

4 cash ~orking capital 
(L.3W2.44X) 

5 RevOl'lUCt Rllql,li relllOl'l~ for 
Cash, Uorklng·CepftaL 
(L.4"'15.lM) 

6 Totol Marfg~~. Energy COSt 
(L.3-L.t..L.5) 

7 TotaL ",.rglnaL energy COlt 
Including 'ranchlN , 

UncoLLoctibL .. r.t .. 
(1..6-1.00&65) 

Tranamf.sfon Level 

8 Er'lel'gy LOIIICta 
9 Mllrgll'llll Energy COlt 

(L.r-I..!) 

Prlllllllry Level 

10 Enel'gy LOIse. 
11 Marglna~ Enel'gy COst 

(~.9"'L. 10) 

S41condllry L4IV.l 

12 I!Ml'gy Loa ... 
13 MarginaL EMrgy Coat 

(L •. 11"'L. .. 12) 

APPENDIX H 
PACE 6-

SUMMARY OP MARGINAL ENERGY COST$ 
incLuding .tdders and Lo .... 

e/kwh 

••••.•..••.................•.. ~ .. -.--.......•.................•.•••••••••••••••• 
SUMMER .. ~INTER ... 

: .........• " : ............... : ............ ::. ............. ~: ........... ::: ......... : 
en·Peak : Pa"':iaL Poak : Of1 Peak :: Partial Peak: Off Peak :::Annuo L 

: .. "'''' .... '''' .. : .............•. : .... _ ...... :: .•...........• : ........... ::: ...•..... : · . . .. 
· .. ::: : 

3.7'70 : 2.910 : 2.690 :: 3.090 2.520 ::: 2..836 : ... .. ... .. 
" . 

0~170 : 0.130 : 0.120 :: 0 .. 150 0 .. 150 ::: • 0.144 : . .. ... · .. . .. 
3.940 : 3.040 : 2.&10, :: 3.240 2.670 ::: 2.980 : ... .. .. . 

: .. . .. : ... 
0.096 : 0.074 : 0.069 :: 0.079 0.065 ::: 0.07'3 : .. ... · . . .. .. ::: 

: .. ::: : 
0.015 0.012 : 0.011 · . 0.012 0.010 ::: 0..468 : ... .. ... .. ::: : 
4.051 3 .. 126 : 2.&89 :: 3.331 2.745 ::: 3.520 : .. ... . .. ... .. ... .. ... . .. 

: · . ... 
4.0U : 3.153 : 2.914 :: 3.360 2.7111 ::: Z.5~1 .. ... .. . .. .. . . .. ... .. .. · ::: · 1.0162 : 1.0124 : 1.0130 :: 1.0127 1.011Z ::: 1.0126 : 
4.152 : 3.192 : 2.9S2' :: 3.403 2.801 ::: 3.596 : .. ! ... .. .. ... : . .. ... .. ... .. ... · .. . .. · 1.0469 : 1.0381 · 1.0290 :: 1.0441 1.0:m ... 1.0331 : ... 
4.347 : 3.314 : 3.038 :: 3.S53 2~76 ::: 3 .. 717 : .. ... .. . .. . .. ... .. ... 

f · :: . .. : ... 
1.0~ I 1.0253 : 1.0152 :: 1.0321 1.0142 ::: 1.0210 : 
4.504 : 3.397 : 3.0&4 :: 3.669 2.911 ::: 3.m : .. ... ..........•• -........................................ ~~.-.--.................... : 

(eND· APPENDIX H) 
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APPENDIX I 

PACIFIC GAS AND ELEC'I'RIC COMPAN".l 

RATE DESIGN APPENDIX 

o Residential rates 

o Small and medium power rates 

o Large power rates 
(includes standby) 

o Agricultural rates 

o Street lighting rates 

1-3 

4-8 

9-27 

28-31 

32-33 

NOTE: Rates in this appendix reflect C~C reimbursement fee of 
$·.00012/k:Wh, as well as LIRA surcharge of $.00052/kwh for 
applicable rate schedules •. 



• 

• 

• 

A.88-12-005, 1.89-03-003 ALJ/8TC,CLW CACO/'~/2· 

APPENDIX I 

PACl'lC CAS-& ELECTRIC COMPANY 
E"ECTIVE 01-01-90 

ADOPTED RATES 
Rate C~t SUMMER WINTER 

(S/K'JH, S/KW. l/CUSTOMER MONTH) 

RESIDI!NTIAL 

E-1 al 
Tier 1 Energy $0.08882 $0.08882 
Tier 2 Energy SO. 13524 10.13524 

Mini,...", Charge 15.00 S5.00 

EL-1 
Tier 1 Energy $0.07506 $0.07506 
Tier 2 Energy SO.11451 $0.11451 

MIl'll,...", Charge 14.25· 14.25 

E-7 al'ld EL-7 bl 
OrI-Pea" Energy 10.28296 SO.11288 

OH-Peal!: Energy 10.09199 SO.08034 
a .. eLine Credit 10.03691 $0.03691 

MII'II,...",-Energy Charge 15.00 ss..OO 
Meter Ch.rge 14.40 14.40 

Ma.ter lMter credit. (per lotIit j:oer month) 
ELectric--!T 110.25· 
ELectric··ES S2.S6 

Ca.--cr 16.32 
Ga.·-CS 13.50 

SCHEDULE CHANCES: 

Schedl.lle. ET al'ld ETL: 

1. A mini,...", average r.te of no Lower th.1'I $.04657 per I!:wh wilL .pply. 

2. MINIMUM RATE LIMITER: Your blLLR wiLL be controlLed by. minimum rate limiter. 
Your bf U wfL l be I I'ICre .. ed if neee .. ary 10 that your _rage r.te durl no eny 

month i. not Lei. thel'l·the minimum rate Limiter .hown-on thi. ICheduLe •. 
'or ScheduLe ETL •. the mil'll,...", rate Limiter wiLL be computed before 

the LIRA df.count f. app~led to-the bill • 

....................................................................................... 
NOTES: 

a/· The Tier J (bI.eLine) r.te i. 94.6% of the .ysteM average r.te. 
The Tier 11 raCe i. 5ZX·hlaher Chan·CheTfer J r.Ce. 

bl Meter ch.rge waived for EL-7. 



• 

• 

• 

A.88·'2·005, 1.89·03·003 ALJ/CLW,BTC· 
CACO/al,13 

Schedule £·8 

APPl.lCABILIT.,.: 

APPENDIX I 
PAGE 2 

ADOPTED RESIDENTIAL RATES 

Thla voluntary .chedule i. avaHable to cUltOl!lera who qualify for Hrvice 
on SChedulOi E-', EI.-1, f-7 or EI.-7. 

TERRITOR.,.: 
The erltf re terrf tory Hrved. 

RATES: 

CUSTa..ER CHARGE 

_ ENErtGY CHARCE (per kwh): 

SPECIAl. CONDITIONS: 

Per meter per month 

"3.92 

Sl.IIIIIer Winter 

SO.1;5C92 10.06805 

1. The lurrner .. ason 11 May 1 through October 31. The winter .ellon I. Novllll'lber 1 through 
April 30. When billing Include. UH In both the 'I,IIIIIer and winter "'IlOn, charon will 
be I>rorato<l baaed upon- the I'IU'IIber of Claya In each period. 

2. CuatOl!lera who- enroLL on thl. ac:hodul. during the winter ..... on mey not 
Iwitch to- anothor roaidentfaL acheduLe I.II'Itl L servlco hea beer! t.ken on thll 
ac:hedul. for 12 bl lLing perloda~ 

3. Th. blHlfne quanltftfOl, ratoa and addftlOl'lll quantity eUowll'lC" for medical 
needl avaHablo under oth.,. ,. .. fdet'ltfel rot. ac:heduloa are not avaIL_ble Oft 

thi. ac:hodul". 

" 



• A. &H2~00:S, 1.89-03-033 ALJ/PTC, CLW 
CACO/sL/1 

APPI!NOlX r 
PAC! 3 

PACl'IC CAS,AND ELtCTRIC COMPANY 
RESIDENTIAL BASELINE OUANTITIES 

Teae Y •• r 1990 

SCHEOULE E·', £-$, I!~T, £-7 I!M 
(.1'1(/ ~ow·ineOllle) (and Low~incom.) 

SEASON SlJMMER WINTER SUMMER WIN'!'ER 
PAS!C QJRRENT TARCET TARCET CURRENT TARCET TARm CURRENT TARGET TARCI!T CURRENT TARCET TAACI!T QUANfITY (IC'oIH, MONTHLY MOHTHLY OAILY MOHTHLY MONTHLY OAILY MONTHLY MONTHLY DAILY MONTHLY IoIONTHI.Y OAII.Y TERRITORY 

P 402 "7 13.6 353 320 10.6 221 221 7.2 232 Z'l1 7.0 Q 233 Z36 7.7 :541 353 11.7 202 166- 5.4 211 217 7.2 R 451 441 15.7 353 356 11..3 29'1 288 9.4 220 208 6.9 s 402 417 13.6 353 353 11 .. 7 221 221 7.2 181 1,84 6.1 '!' 2:r.5 236 7.7 262 272 9.0 202 166 5.4 232 190 6.3 V m 270 8.4 302 302 10.0 172 166· 5.4 202 193 6.4 W 503 524 17.1 m 344 1'.4 :540 316 10.3 211 214 7.1 
X 322 325 10.7 341 353 1'.7 190 193 6.3 211 217 7.2 Y 261 2?3 S.9 3S:S 320 10.6- 181 205 6.7 . 232 2" 7.0 
Z 202 193 6.3 302 320 10.6 132 126 4.1 202 196 6.5 

AI.l. EI.ECTRIC 
QUANTfTY 
TERRITORY 

• 610 607 19.8 1122 1053 34.9 451 426 13.9 a21 606 20.1 451 359 ".1 as, 766 25.4 340 282 9.2 691 67.5 22.Z R 650 669 21.8 920 902 29.9 472 491 16.0 582 S64 1t.7 
S 610 607 19.8 1023 983 32.6, 451 426 13.9 643 S~ '''.0 '!' 451 359 ".7 69' 6~ 22.3 340 252 9.2 600 528 11S v 531 485 15.S S33 739 24.5 3?'1 301 9~ 561 ~ 15.9 W 142 '1'54 24.6 920 911 30.2 650 561 HI.' 71Z 676 22.4 x 41' 414 13.5 851 766 25.4 313 359 ".7 691 67'5 22.3 Y 451 460 15.0 "22 1053 :54.9 340 445 14.5 321 606 2M 
Z 543 362' ".8 1083 1023 33.9 371 245- &.0 790 IJZ! 27.4 

SCHEDUI.E C"~ C-S~ C-T. a-10 aM 
(and Low~ i neON) (and Low-iN:ON) 

CAS 
QUANTITY (TH£R~$) 
'!'I!IIR!TOIIY 

P 1& 18 0.6 94 60 2.0 15 15 0.5 Q 36 1..2 Q 37 2S 0.& &4 69 2.3 31 25 0..8 n 33 1.1 II 18 15 0.5 &4 60 2.0 15 18 0.6 n. 57 '.9 S 18 1& 0.6 34 63 %.1 1S 15 0.5 ?'2 33 1.1 '!' 37 2S 0.4· 63 60 2.0 31 25· 0.& ~ loa 1.6 v 46 25 0.& 84 51 1.9 40 21 0_7 n 4S 1.S W 18 18 0.6 66 60 2.0 15 12 0.4 S4 39 1.3 
X 2:1 21 0.7 34 69 2.3 18 15 OoS 12 33 1.1 Y 37 21 0.1 94 60 2.0 34 21 0.1 81 36 1..2 

• 
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APPI!NOIX I 
PACI! 4 

PACIFIC CAS·' ELECTRIC COMPANV 
E~'ECTIVE 01-01-90 

ADOPTED RATI!S 
$ijMMI!R ~INTI!R 

(I/KWH, S/KW, S/CUSTOMER MONTH) 
SMALL AND MI!DIUM PMR 

I!nol'gy Chol'g., 
Cl,lltOllle'I' thg: Sf nglt' Ph 
Cl,lItOllle'r thg: PolyPhoM 

On-P.,lIk Enol'gy 
POl'tfaL-Polik Energy 

OU-Pe.k I!nergy 
CwatQmer Chg:. SingLe Ph· 
CloIStomor Chg: PoLyPhllM 

Meter thal'g., 

A·15 

A-10 

Energy Chal'g., 
C .... tOllle'r Chllrge 
'ac:fL f ty Chllrge 

I!nergy thal'go 
Cl,lltomel' Choroo 

Energy Cha roo 
DOIIIIInd Chi rge 

CIoIItOllle'r Charge 
Tr.n~n VoLtg Dfscount 
Primry VoLtage DflCount 

A·11 
On·Peak Enel'gy 
On·Pe.1e DOfIIend 

Partfal-Peak Energy 
Off·Peak Energy 

MaX f!IUII DOIIIIInd 
Cl,IStomor Charge 

Tra~n· Voltg· Discount 
Primry VoLtage Discount 

Meter Ch.rge 

SO.12150 
17.50 
18.75 

SO.27&7'1 
SO.13935 
SO.07247 

57.50 
18_75 
16.20 

SO.12992 
51.50 
51.80 

50.09606 
S7.50 

SO. 09407 
13.30 

S63.00 
12.60 
$0.70 

SO.10344 
59.20 

$0.07904 
SO.05305 

13.30 
163.00' 
12.60 
SO.1O 
55.10 

SO.099M 
17.50 
18.75 

SO. 07434 
SO.05575 

57.50 
SIS.75 
16.20 

SO.11599 
17.50 
57.80 

SO.09606 
17.50 

$0.07290 
13.30 

S63.00 
12.60 
SO.10 

SO.05941 
$0.05145-

13.30 
S63.00 
12.60 
SO.1O· 
15.10 
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APpeNDIX r 
PACI~IC GAS AND eLeCTRIC COMPANY 

,FF,CT1V( Ol-01-90 

SCMtOULt t-14--eKPCRIMtN1AL CUQTAlLABLC RCS1glC1bP VAgIADLE-PCA~-peQJQP 
lJME-OF-USt' SERVICE TO IIflT[R AGENCIES 

APPLICABILITY: This 18 an experimental nonflrm-,ervlce sChedule for customers whose serviCe 
otherwise Qualifies for Sc~edule A-10 and whose Standard Industrial 
Clas,lflcat10n (SIC) code Is 4941 (water supp'~) or 4952 (sewerage s~stem,). 

MAXIMUM DEMAND 
AtotoOWEO: 

MINIMUM 
REQUIRED 
SUMMeR DEMAND: 

GENERATOR 
REQUIREMENT; 

Sc~edule £-14 applies to bot~ 'Ing'e-p~ase and pol~p~a,e alternating-current 
service (for definition, of tho,e term!!. See Sect10n D of Rule 2). Service 
under thlD ,chodule l!l provided at the 'ole opt10n Of PGbE ba,ed upon the 
avallablllt~ of metering eQu1pment. SChedule £-14 Is limited to 500 customer 
account,. 

Under SChedule E-14. there 1, a limit on the number of k1lowatts (kw) t~e 
customer may require from the PG&t sY!ltem. If the customer's demand reaChes or 
exceed, 500 kw for three consecutive montl'ls., the aCCOunt w111 be transferred to 
another applicable rate ,c~edule. 

To Qualify for SChedule ,-14. t~e customer must l'Iave l'Iad an average summer 
demand of at least 250 kw during each of the ,Ix Summer billing montl'l' 
preceding It!! appllcatlon to toke tl'll!l t~pe of Service. Customers w~o have not 
yet had ,IX month' of summer ,ervlce must demonstrate to PG&E's satl,factlon 
that they will maintain an average summer demand of 250 kw or more. 

The deSignated number of kw to wl'llch the customers are willing to cut bock Is 
the customer's "firm service leve1.'" The number designated u a f1rm-serv1ce 
'evel must be at 'east 200 kw below tho lowest of tl'le customer's overage ,ummer 
demand, for the last six summer b1ll1ng months preced1ng the des1gnatlon. 

The customer', facility must have generat1nQ capaclt~ of 200 kw. Except10n, 
can be m4de to the generatlon prov1slon 11' PG&E determines that t~e facll1ty 1s 
cap4ble of sustaining curtallments during the peak-pe~lod for five consecut1ve 
days. If the customer wishes to ooerate 1ts generator(s) In para"el w1th the 
PG&E s~stem It must fo"ow PG&E', electric Rule 21. 

TRANS~CRS O~~ If the facility fal', to meet either the maXimum summer demand or generation 
SCHEDULE E-14: cr1terla for a three-month period of t1me, PG&E w1" transfer the account from 

E-14 to a different app'lcab~e rate ,chedu1e. 

TERRITORY: 

RATE: 

OOf1Mtion of Maximum. OCllland: Demand wll' be averaged over 30-mlnute 
Intervalll. "Maximum demand'" wi" be the highest of a" tl'le 30-mlnute "verage, 
for the blllln9 month. If the customer', uoe of elect~lclty 1s 1ntermlttent or 
subject to v10lent f1uctuat10ns. a 5-mlnute or IS-mInute 1nte1"Ya' may be used 
Instead of tl'le 30-mlnute Interval. If the customer nas any weld1ng macnlnel. 
the d1ver,lfled res1stance welder load •. calcu'ated In accordance ",,1th Sect10n J 
of Rule 2 •. wl', be considered the max1mum demand 1f 1t exceeds tl'l~ max1mum 
demand that resu1ts frOm averagln9 t~e dem4nd over"30-mlnute lnterva'" The 
customer'", max1mum-peak-per10d demand w1·1' be tne nlgl'lelt of 0" the 30-m1nute 
average, for the peak period during tl'le blllino month. (See Sect10n 5 for a 
def1nlt10n of "Poak-Per10d.") 

PGloe"1I entire lerv1ce territory. 

CU~TOMeR CHARGE (per meter per month): ••••.•••••••••. 
METER CHARGE (per meter per month): •••••••.••••••••• 
DeMANO CHARGE (per kw of max1mum demand per month): • 

S63.00 
S 5.10 
S 3.30 

-ENERGY CHARGE (per kwh): Summ~r 

Pook f r , • f ••••• , •••••• ; ••••• , .... , , •••• , • , , •••••• f $0',12184 
Port1a'-Peak , .. ,.,." ......... If' "'0""" '", ...... ,... SO.07904 
Off-PeaK ..•.. "." .•• " •. '.'."'."',,.,., ••••• , •• SO.05305 

PEAK-PERIOD DEMAND CHARGe (per kw of maximum 
peak-period demand per month) ................ "' .... ' S9·.20 

SO.05941 
SO.05145 
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APPENDIX I 
PACI~IC GAS AND E~ECTRIC 'COMPANY 

E~~ECTIVE 01-01-90 

5CMEPULE e-14--eXeealMENTAL C~TAXLAelE BE~TBICTrD vAgrA8LE-PEAK-PEPIOP 
TIME-OF-USE SERVICE TO WATER AGENCIES 

(Continued) 

BASIS ~OR Tne customer wl1' be b111ed for Its demand accord1no to Hmaximum demandH .acn 
DEMANO CMARGE: montn, 

VOLTAGE Tne customer may be eligible for a discount on tne cnarges snown above 1f tne 
DISCOUNTS: custom.r taK.s delivery of .'ectr1city at , voltag. "'1.1 greater tnan tnat 

PG&E normally maKes aVA1lable t~ cu.tomers, 

POW~R ~ACTOR 
ADJUSTMENT: 

To Qual1fy for a d1scount, tne cu.tomer must take •• ~1ce at one of tne 
standard primary or transm1ss10n voltages spec1f1ed 11'1 Rule 2, 

Tne voltage d1scount, 1f any, w111 be applied to the Demand Charg •• 

Dlscounto are ~ppli.d 11'1 any montn All follows: 

(1) $2.60 per kw of mAximum demand wnen serVice is delivered At 50,000 volts 
or above; 

(2) $0.70 per kw of maximum demand when service is delivered at a standard 
service voltage between 2,.000 and 50.000 volts W there is only one stJlge 
of transformat10n between serv1ce voltage and PG&~'s transmission voltage 
(50.000 volt. or greater). 

Voltage discounts will not app·ly when del1very 111 made at len than 
2,000 volt,. 

PG&E reta1n, the rig"t to change 1ts Hne voltage at any t1me. CUlltomers 
rece1v1ng voltaQe discounts w1l1 get reasonable notice of any impendino cnange. 
T"ey will t"en "ave t"e option of taK1ng serv1c. at the now voltage (and maklno 
wnAtever c"anges in tneir syst.ms Are n,cessary) or tAkino service without A 
voltAge discount througn trAnsformers supplied by PG&E. 

When t"e cuotomer', max1mum demand haD exceedod 400 kw for three consecut1ve 
mont'" and tnereafter unt11 it nas fallen below 300 kw for 12 consecut1ve 
montns,. tne bl" wi" be adjusted for weighted montnly average power factor AS 
follow,: If t"e cu,tomer's averaoe power factor i, oreater tnan 85 percent. 
tne total monthly b1ll (includ1ng any voltage adjustment but exclud1ng any 
taxes) will be reduced by 0,06 percent for eacn percentage pOint above 
85 percent. If the average power factor 1s below 85 porcont" the total monthly 
bill (including any VOltage adjustment but exclud1ng Any tA~es) w111 be 
1ncreased by 0,06 percent for eacn percentage p01nt below 85 percent. SUe" 
average power factor will be computed (to tne nearest whole percent) from the 
ratio of 10gg1nO react1ve kilovolt ampere nours to· Kilowatt-nours con.um.d in 
the montn. No power factor correct10n will be made for any montn when tn. 
customer's maximum demand is less tnon 10 percent of the "ignest such demand 
11'1 the precedino 11 mont"s. 
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EMERGENCV 
CURTAILMENT 
REOUIREMENT: 

CURTAILMENT 
LIMITATION: 

EMERCENCV 
CURTAILMENT 
PROCEDURE: 

T(LEPHONE 
L1 NE 
REOUIREMENTS: 

EMERGENCV
NonCE 
PROVISION: 

APPENDIX I . 
PACIFIC GAS AND ELECTRIC COMPANY 

EFFECTIVE 01-01-90 

SCHrpULE E-14--EXPERIMt:NTAL CUPTAILAB~; Rt:STRICTEP VARIABLt:-PliAI<-Pt:DIOP 
TIME-OF-YSE SERVICE TO WATER AGENCLES 

(Continued) 

If ~ CU5tomer taka, ~erv1ce under Scnedule £-14 it must have at least 200 kw 
of curta1'able load, PG&E w1" make reQue,t' for curtailment, from customer5 
on Scnedule E-14 when, In PG&E'ft ftole Judgement, a systemwide or 'ocal 
operating cond1tion eXists wnicn w1l1 impair tne abi llty of PG&E to meet tne 
demand, of 1t, otner customer" 

Customer, are l1mited to two s1x-nour curta11ment' per year, and mu,t be given 
at leA,t SIX nour,' not1ce pr10r to a curta11ment of tn1, lengtn, Cu,tomer, 
may ~l,o be curtailed up to tnree nour, provldad tn~t tney are gIven at lea,t 
one hour's notice, Curt~11ment~ may only occur on lS day, of tne calendar year 
and may not exceed a total of 5l hours annually, Curtailments may only occur 
between 10:00 a,m. and 8:00 p.m, and notice may not be ,ent after 4:00 p.m. 

Tnere w1l1 be no curtailments dur1ng the w1nter sea,on or on weekends And 
hol1day, a, defined on tn1' ,chedule, 

When 1t becomen nece'lary for PG&C to reQue,t a curtailment. PG&E wl1' not1fy 
tne customer by telephone 01' electron1c mall, Tn1, notification w111 de'lgnat~ 
a t1me by whicn t"'e cUlltomer'1! demalld must be reduced to a speclfied number of 
kilowatt" 

Tne cu,tomer may not re,ume tne use of curtal1ed power untl1 notified by PG~C 
that it may do so or until tne custOmer n.s curtalled its se~ice for 
,ix hours, 

Hon-firm cu,tomer, are required to m~ke avai'able a telepnone line and 'pace 
for a notific.tion printer, T"'i' requlrement i, in addition to .ny otner 
equlpment requirement whlcn may apply. 

If there 'I, an emergency on tne PG&e ,ystem, PG&C may ask tne cu'tomer to 
curtail the use of electriCity on less notlce than 1, usually allowed under tne 
curtAl1ment 11mitatl0n" Tne Customer will be a,ked to m.ke the be,t effort to 
comply. The customer wl11 not be alle,~ed tne noncompli.nce penalty for 
falling to comply wit"'ln the shorter notice period, but tn. cu'tomer wil1 be 
",e"ad this penalty If tn. regular not1ce period for tne option pas,e, and 
the customer 'till nal! not curtailed use. 

RATE OISCOUNT: Tne cu,tomer wil' receive. discount for reduclng lt, lo.d and will .lso be 
subject to a pen.lty for non-compll.nce, 80tn tne dlscount .nd penalty are ,et 
.t 60 percent of tn. level' u~ed ln PG&E', experimental Sm.ll CommerClal 
Industrial Program (SCIP), In the event SCIP is terminated," tnf!! dl,count and 
penalty level, ,n effect at tnAt tlme will rem.in until tarlff rev;,;on, are 
filed by PG&E and approved by the California PubliC Utilities Comml,sion, 

METERING 
REQUIREMENT: 

CONTRACT: 

SPECIAL 
CONOITIONS: 

• D1lcount: Tne cu'tomer', dllcount i, calculated by multiplying 60 percent 
of tne SCIP discount (pel' kw) time, the difference between the customer', 
firm ,ervlCe leve' .nd tne cu'tomers .ver.ge peak-perlod load, 

• Penalty: Tne customer's pen.lty wll' be calculated by multlplying 
60 percent of the SCIP discount (per kw) times t"'. d1ff~rence between tne 
cu'tomer', average lOad durlng a curtailment and lt, flrm service level. 

Cu,tomer, mu't permit PG&E to in,t.l' and m.lntaln at PG&E's expen,e lOAd 
prof11e .nd notification equlpment on the cu,tomer', premlse" 

Servlce under Schedule C-14 11 aval1able on an annual bAS;' only, Contracts 
wil, be required from customar, who,e oper.tions are ,e.,onal. 

Tile summer (Pel"iod A) rate 11 applicable May "1 t"'rou~n October 31. Tne winter 
(Period B) r.te 111 applicable NOvember 1 tnrougn Apr11 30. W"'en Period A and 
Period B pror.tlon 11 reQu,red. cnarges will be b.sed on tne .verage d.11y 
u,.ge for the full billlng month time, the number Of day, in eacn per10d. 
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TIME PERIOCS: 

HO~IDAYS: 

CHANCE ~ROM 
SUMMER TO 
WINTER OR 
WINTER TO 
SUMMER: 

APPf!NOIX r 
PACIFIC GAS AND E~CCTRIC COMPANY 

EFFECTIVE 01-01-90 

SCHEDULE g-14--rxPCRIMgN",A.L. CVB"iNLABLE RESTRICTtp VMIABlg-PEAK·n~jOp 
TIME-OF-USE SERVICe TO WATEQ AGENClgS 

(Continued) 

Sell50n5 of the YIII~ lind times of the dllY lI~e defined II' follows: 

SJ.!.W: Se~Ylce f~om M/lY 1 th~ougt't Octobe~ 31. 

"Peak: 
Group I 2:00 p,m. to 5:00 p.m. 
Group II 3:00 p.m. to 6:00 p.m. 

PII~tlal-P.ak: 
G~oup I 8:30 a,m. to 2:00 p.m. and 

5:00 p.m. to ~:30 p.m. 
Group I I 8:30 4.m. to 3:00 p.m. 4nd 

6:00 p.m. to 9:30 p.m. 

Off .. Pellk: All other t'tOU1" 
All dllY 

WINTER: Serylce from Novembo1' 1 th~ouOh Ap1'I' 30. 

Pllrtlal-Peak.: 6:30 a.m. to 9:30 p.m. 

OU.Peak: A l' ott'ter t'tou~, 
A" day 

MondllY through ~~lday"
Monday through ~rlday·-

MondllY through ~rld.y 

Monday throV9t't ~rlday 

Monday tt'trOUOh FrldllY 
Satu~d.,y. Sunday. h011d1lY' 

Monday through ~rlday 

Mondlly th~ouOt't Fr1d.y 
Satu1'dey, Sunday. t'to';day~ 

"Hol ldllY'" fo~ the purpOS4JS of thl, rate schedule a~e New Yeer's Oey. 
Wa'hlnoton'~ Birthday. Memor;e' Day. Independence Day. Labor Oay, Vete~ans 04Y. 
ThllnksglYlng Oay. and Christmas OilY. The dates will be those on which the 
holldayc are 'eg."y observed. 

When a blllino month Include, both summo~ and wlnte~ days. PG&E wl" calcul.,te 
demand charoes aD followi. It wll' conslde1' the appl1cao1e maximum demand, for 
tt'te summe~ and winter portion. of tt'te bl"1ng montt't ,epa~ate'y. calculate a 
demllnd charge for each. and then IIpply the two 1I<:<:ordlno to th. numb.r of 
bl"1nO days each represent,. 

~: If YOU1' meter 1, ~ead within one work day· of the lell,On ehangeOYer date 
TM4Y 1 o~ NoYember 1). PG&E wi" u,e on1y tne ~lIte, and Charges ffom the ,."on 
hav1ng the o~eatef numbe~ Of day, In you~ billing month. Work daYI '1'. MonallY 
through ~rlday. Inclusive. 

-Provid1ng ,pace is IIY411,b1e •. you may have 'the option 01' ChOODinO the appl1C.O'. peak-pe~lod 
hours, 

--EXcept hol1d,y,. 
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PACIFIC CAS AHO e~eCTRIC 
E~19 AHD £'20 RATES 

PACE 9 

....................... ~ ... -................................................ . 
E~19 'frm £-19 ,irm E-19 'frm II Trlntmfllfon Pri/lllry Soc~1'Y 

SUllllClr Winter SUrlwr Wintel' SUllllClr Wintel' II 
on-Pe." Energy $0.09102 10.10195 10.10839 II on-Pellk DtmIIl'Id 11.20 18.80 19.40' 

PartiaL-Poak Energy SO.06178 IO.OSza2 10.06920 SO.05916 10.07357 10.06290 II OH-Po.k Energy SO.04716 SO.045~ 10.05283 10.05124 10.05616 10.05448 
M.xi nun- DeIIIIIl'Id SO.10 10.70 SZ.60 SZ.60 S3.30 S3.30 II CUlt(M!lOr Charge 1510.00 S510.00 S2S0.00 S2S0.00 1230.00 SZ8O.00 

"'Ig. Rllte Limit 10.13330 SO .. 13330 

" 
On·Pellk Rllte Limit SO.S7455 10.78445 SO.7"9Q6, 

I e'19 Non-pi I'm e-19 Non-'Irm £-19 Non-Finn II 
II Tran'mlnion Prfllllry Sctcondllry 

Winter II Sl.III!'Ier lJinte" SUnnc!r Winter S~r 

On-Pct.k Energy II 10.08862 SO.09350 SO.10678 II 
On-Pct.k Oemand I 11.18 12.09 12.26 

so.owr/ II PartlaL-Po.k Energy SO.06015 $0.05"-3 $0.06347 $0.05426 10.07248 
Off'Pellk Energy 10.04592 10.04454 1O.000S SO.04699 10.05533 10.05367 II MII)( i IIU!I Demand SO.70 10.70 12.60 12.60 13.30 S3.30 
Customor Chargo S510.00 S510.00 S2S0.00 S2S0.00 SUO.OO S280.00 II Curt.fL.bLe Svc Chg 1190.00 1190.00 1190.00 S19O.00 S190.00 "90.00 

U'R Credf1: I kWh $0.00186 10.00186 I $0.00186 10.00186 I SO.00186 sc.001U II exco .. Energy Charge/kwh/went 16.77200 16 .. 77200 14.64933 14.64933 18.64933 18.64933 ........................................................... ••••••• .. ····11 
£-ZO 1'1 rm e-20 "rm I e-20 Fi I'm 
TI'IMnli.,.iOt'! Prfllllry Secondary 

SUl'flllr lJinter SUI'fIIIr lJinter Sl.III!'Ier Winter II 
On-Pellk Energy sc.omr 10.09726 SO.09877 II On-Pellk Oemand S7.20 18..80 19.40 

10.05732 II Pllrtf.l-Pe.k Energy 10_05363 IO.~O $0.06601 SC.OS644 10.06704 
OH~Pellk Energy 10.04125 10.04002 SO.OS039 SO.04M8 10_05118 10.04964 II Maxlnun· otmllnd 10.70 10.70 Sl.6O S2.6O 13..30 S3..30 
Cu.tomor Chllrge S510.00 S510.00 1220.00 S220.00 1330.00 1330.00 II "¥g. Rate Limit 10.11565 SO.11565 

On-Pe.k R.te Lfmlt SO.57455 10.18445 SO.78906 II 
II 

£-20 Non-firm 1;-20 NOt'!-,irm E~20 NOt'!-,i I'm II Tl'lnamf .. iOt'! Pril!llry Secondary 
SUnnc!r Wi""e" $1,IIIIIt''' IJIMer $1.III!'Ie1' W{rlttor II 

On-Pellk Enorgy 10.01592 10.0,,990 SO.09385 II On'Peak Demand ".18 S2.09 12_26 
Pllrtial-PeDk Energy 10.05222 10.04499 10.06102 SO.OS217 SO.06370 SO.O~ II Off~Pe.k Energy 10.04017 10.03896 10.04658 SO.04518 SO.04863 10.04117 

M.x i /TUII- Oellllnd SC.70 10.70 12.60 12.60 ~.30 13.30 II CulltOMctr Ch.rge 1510.00 S510.00 1220.00 S220_00 mo.oo S330.00 
CurtafLabLe $vc Chg S19O.00 S19O.00 "90.00 1190.00 1190.00 S19O.00 II UFR Credit / kWh· 10.00186 $0.00186 10.00186 $0.00186 $0.001-'6 10.00186 

Excess Energy Ch.rge/kwh/ctYent II 16.77200 16 .. 77200 18.64933 18.64933 S8.64933 ....,.64~3 II ...................................... _ .........................•..•........ ~ 

CutltOMctr charges "01' the not\-.,i f'III (lptiOl'lS equaL the .,i rm 
.o/'Vice custOllllr charge pLus a S,9O· met.,. charge "01' 
curta'LabLe .. /'Viclr or 1200 fo,. fntlrrruptfble Ml'Yfce. 
Rate Limitel'l do not apply OI'II'IOn-f~1'm optiOt'!I. 
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APPENOIX I 
PACI~Ie GA$ AND &~EeTRIC COMPANY 

EFFECTIVE 01-01-90 

COMM;8crAL/l~OU5TRrAL/GrNERAl 

SCHrpULE. E-19·-S;R.vrcE TO CUSTOMERS WITH MAXIMUIot p;MANP5 
~ETWEEN 499 KILOWATTS AND 1:200 KILOWATTS 

CONTENTS: 

This r~te ~chedu'e 15 divided Into the following aectlon,: 

1, App11c4bi11t,Y 
Z. Terr1tor,Y 
3. F1rm service rate, 
4. Oefinitlo~ of ,erv1ce voltage 
5. Def1nit1on of time period, 
6. Power f~ctor ~dju~tm~nt5 
7. Charges for tr~n5former 10'D05 
8. StAndArd ucrv1ce fAcl1ltleo 

1. APPLICABILITY: 

9. Special fac1l1t1os 
10. Arr~ngemento for vl,ua'·dls~la'y metering 
11. Non-firm service progr~m 
12. Non-firm service r"tes 
13. EeonOmlc dl,patch curt""mont progr~m 
14. Phue-1n progr/lm for cont1nulng non-fil'm 

5el'viCe cumtomer, 
15. Contr .. ct, 

Inlt1a' Assignment: A customer " ell9,b'e for ,ervlce under SChedule E-19 If: (1) the 
customer', lOad doe, not meet the Sehedule £-20 reQu1rement" but. (2) the customer', 
maximum demand (a' defined below) h~s exeeeded 499 kilowatts fol' 4t 'e4~t three con'ecutive 
month' dur1ng the momt recent 12-month ~eriod. 

Customer 4ceount, which f~1' to QU4l1fy under the,e requ1rement, m4y. 4t PG~£', ,'eet10n, 
be "v~'uoted for tl"4n,fer to serv1ce under 4 dlf1'eront 4J)J)l1eoble I"ate sChedul •. 

Transfers Off of SChedulo £-19: If a customel"'sm4x1mum dem4nd h4, f411ed to exceed 
499 ki'ow~tt, 1'01" 12 01" more eonseeut1ve months, PG~£ m~y tr~n,fer th4t cu'tomel"', 4CCount 
to 'el'v1ee under a d1fferent 4ppl1c~ble rate SChedule. 

Assignment of Now Customers: If 4 customer 11 new .. nd PG&E b."~ves that the cu,tomer', 
max1mum demand WI" be between 499 4nd 1,000 kl10watto, PG&E wi'l ,erve the cu,tomer', 
~ccount undol" Schedule £-19. 

Definition of Maximum Demand: Demand wi" be avel"aged ovel" 30-mlnute int.rv~'" "Max1mum 
demand~ wil' ba the h19he~t of al' the 30-mlnute ~ver4ges for the bl"ing month, If the 
eu,tomer', use of e'ectr1c1~y 1, interm1ttent 01" ,ubject to violent fluctu4tlon,. (I 

5-m1nute 01" 15-mlnute intel"~a' may be u'ed 1n,tead of the 30-m1nute 1nterv4'. rf the 
customer h4' any weldino machine". the diver"fied l"e,lstance weldor lo~d. caleul4ted 11'1 
4ccord4nce w1th Seetion J of Rule Z,. w1ll be con,ldered the max1mum'demand 1f 1t exceed, 
the maXimum demand th4t result, from 4ver4ging the dem4nd OVer 30·mlnute 1ntol"v~ls. ihe 
customer', maxl mum-J)e4k-perlod dem4l'ld wi" be the h1ghe,t of 4n the 30-mlnute average, for 
the peak pel"lod during the bil'ino month, (See Section 5 for a def1nitlon of 
"Peak-Pe!"i od. "') 

Water Agencies: If the customer', sorv1ce qU4l1fie, 4' (I water agency wlt~ 4t 'e4't 
70 percent of the water J)urnped on the customer', 4ec:ount g01 ~g d1 rect ly to agr1cu ltura 1 
4pplic4tlons. the cu,tOmel" must t4ke service on 41'1 agr1cultural sch,dul,. 

Section~ 2 through 14 of Sehedule £-19 4re identical to the cOl"responding ,ections 1n Sehedu'e 
£-ZO. Section lS (ContI"4cts) of Schedu1e £-l9 15 identified to Section 1$ of Sc"e~ul. £-20 w1th 
the exceptio" of the low maximum demond., which is 500 kw in Schedul. £-19 end 1.000 kw 1n 
Sehedu'e £-20,. 
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Af'f'gNOix I 
PACI~IC GAS ANO ELECTRIC COMf'ANY 

eFFECTIVE Ol-Ol-gO 

CQMMERC rALlI NOUSTB IAL/GENERAL 

SCi'lEPULg r~20~·~W~5 T~ ~S1~R~ \11TH MAllUM Pf:tW4PS 
_W ___ 0 _L_WLr: j MORE 

CONTgNTS: 

Tnis rate sc~edu'e i, divided Into tne following sections: 

1. ApP'lcabi'lty 
2. Territory 
3. Firm eervlce r4te~ 
4, Definition 0' ~ervlce voltage 
5. Oe'lnltlon 0' time pertods 
6. Power 'actor adju'tments 
7. Charges 'or trans'ormer losses 
8, Standard ~erYlce 'acilitles 

1. APPLICABILITY: 

9. Special faCilities 
10, Arrangemont, 'or vI5ual~d;spla1 ~terlng 
11. Non·'; rm ,.rv Ie" prOOr'am 
12, Non--'1 rm· servlco rat", 
13, Economic d"pa.tc~ curt,,11ment program 
14, P~ase-in program for continuing nOn~'lrm 

service customers 
15, Contracts 

Inlt111·' Allll0nllMlnt: II cu"tomer 1!J fJllQible for urllice under Scnedu'e C~20 If tne 
cUlitomltr', mal<lmum· demand (u defined belOW) nOlI exceeded 999 k.i1owatt; '01" at leut 
tnree conncutlve months during the mo~t recent lZ-montn period. 

Customer accounts wn1e~ 'an to qua'lfy under these reQuirements m"y. 4t PG&E'1l .'"ctlon, 
be "lIaluated for transfer to urlilce under a different applicable rato scnedul., 

TransferR Off Schedule C-ZO: If" customer'o maximum demand has failed to exceed 
999 kilowatts 'or 6 or more out of the 'a8t 12 consecutive billing months and has al,o 
'lliled to exceed 999 kl10watts for t~l'ae connecutivo months during t~at p.rlod. PG&( may 
transfer that customer', account to lerYice u~der a dlt't'ere~t applicable rota ,cnedulo, 

ASRlgnment of New Customars: If a cU5tomer 15 new and PG&E be"~e, that tne customer', 
maximum demand wl" exce"d 999 kilOWatt" PG&E wl" sorll. the customer', account under 
Scnedu'e E-ZO. 

Pago 11 

Defln1t1on of M"x1111UIII Dmwand: Oemllnd wi" be o .... rag.d Oll.r 30-mlnut" Int4llrvllh, "Mllxl",u", 
dflmllnd" will be tno nlohent 0' ,,11 tho 30-mlnute averaoe, for the b1111no month, I' tl'l., 
cUltomer', uae 0' elactr'lclty ill Interm~tte"t or subject to IIlo'ent f'uctuationa, a 
5~mlnute or lo5-mlnute IntervlI' may be used Instead of tn. 30-ml·nute lnte,.va1. 11' the 
cUlltomer hu any welding machine". the diversified re515tllnce weldor load, calculated In 
IIccordanco with Section J of Rule 2,. wi" be considered the maximum demand If It exceed, 
the maximum· demand that resu't5 from averaging the demand OVer 30-mlnute 1 ntorvals , The 
customer'lI maxlmum-paak.-perlod demand wi" be th., highest of a" the 30-mlnutc! 4vel'ao." '01' 
tne peak period during the bi"ing month, (See Section 5 '01' a de'inition 0' 
"Peak-Period ,.~) 

Water Ageneies: If the customer'·s service qua"fi., all a water "gency with at 10.,t 
70 percent of the water pumped on the custom.r's account gOing dlr.ctly to agricultural 
app 1 icat IOns ,. the CUlltomer must take service on an /lgrlcu ltura 1 scnedu 1., 

2. IERRITQRY; 

Schodule (-20 applies everywher'e PG&C pro ... ld., .'.ctrlclty servlee. 
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3. fIRM SERvrCE.BATES: 

Service Voltoge: Prlmllry 'e-ZQj)) 
Tran,ml!l,10n 

(E-ZOT) 
S"~'I)"' 

a. TYPCS O~ CHARGeS: Th~ CUGtomor', monthly c~arge for aervlce under SChedule e~20 1, 
the ,um of a Cu,tomel' charge, demand charge" and energy charge,: 

- The custOlllOr C:harou 1s a flat mont~1y fee, 

- Schedule e-20 haa two deMand charges, a maxlmum-peak-perlod-demand charoe and a 
maximum-demand charge. The maxlmum-peak-perlod-demand charge per ki'owatt 
applies to the maximum demand during the month's peak hours. and the maximum
demand charge pel' kilowatt applie, to the maximum demand at any time during the 
month, The bill will Include ~ of th~,e demand charges, (Time period, are 
defined In Section 5.) 

- The energy charge 1, the aum of the energy charge, from the p4llk, partla'-pe"k, 
and off-peak period" The cu'tomer pays 101' energy by the kilowatt-hour (kwh), 
and rates are differentiated according to time of day and time of year, 

- The monthly charges may be Increased or decrea,ed baaed upon the POwer factor. 
(See Section ~.) 

- A, 'hown on the rate chart, which set of customer, demand, and .neroy charges Is 
paid depend, on the voltaoe at which ,ervlce 1, taken, ~ervice voltages are 
defined In Section 4 below, 

- Plea,e note that t~e rat", In the Chart on the preceding paoe apply only to firm 
service. Sate, for non-firm serv1Ce Can be found in Section 12 of this rate 
,chedule, 

PaQ17 12 

b, AVCRAGe RATE ~IMITER (applies to firm ,ervlce only): If the customer take, s"rvlce on 
Schedule £-20, In either the secondary or primary voltage Class. b111, wOl be 
contro 1 led by a "rate 11mlter" durl nO the summer months, The b·n 1 wi 1 1 be reduced 1f 
nece"al'y so that the IIverage rate during a IUl'lll'ller month does not exceed the rat. 
limiter ,hown on thl' schedule. 
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3. FI~M..sERVICE RATES: (Cont'd.) 

c. PEAK-PERIOD RATE t.IMITER (applje, to firm !lorviee on'y): If ttle customer tako, 
servico on Sctlodule £-20 at any servico voltaoe level, bill, wi" be controlled by ., 
"peak-period rate l1mitel'''' duri no the summel' months, The bl1 1 wi" be redllced H' 
necessary '0 th.,t the average I'ate durino ttle peak period In ., SlimMer month do.~ not 
e~eeed the peek-period rate limiter shown on tni!l scnedule, 

4. P(FINIT10N OF SERVICE VOLTAGE: 

5. 

Ttle following definos ttle 3 voltago ela"o, of $cnedlile E-20 rates. St.,ndal'd ServiCe 
Voltage, are l1'ted 1n Rille 2. 

a. S~cond~ry: Th;, 1, ttle v01taoe c'a" if the ,ervice volt.,O. is le" than 2,000 volt, 
or ,f the definit10ns of "primary" and Htr.,nsmhslon'" do not apply to tl'le ~or\/iCe. 

b. Wma .. y: This Is the voltage cl.,u 11' the custome,. Is s.,.ved at a standard service 
voltage botween 2,.000 and 50,000 \/olts, .4!lQ. the"e 11 only one stage of t"ansform,tlon 
between the service voltage and PG&E', tran'ml~'ion· vo't4ge (50,000 vo't, or or • .,ter ). 

c. Itqn,mlJ,'gn: This is the voltage cla,s if the customer is served at a standard 
,ervlce voltage 9reator than 50,000 volts, 

DrEtNITION O~ TIMe peRIODS: 

T1mes of tho year and timos of tho day are defined 4S follows: 

~ Period A (serv1ce frOm May 1 through Octob.r 31): 

Peak: 12:00 noon to 6:00 p.m. Monday t"rouoh Fr1day (oxcept ho'iday,) 

Part1al-Peak: 8:30 a.m. to' 12:00 noon ANO 6:00 p.m. to 9:30 p.m. Monday throuoh 
Fr1day (oxcept hol1days) 

Off-peak: 9:30 p.m, to 8:30 a •. m, Monday through Friday 
A11 day Saturday, Sunday, and tloliday" 

Will Per10d B (Service from November 1 ttlrouotl Apri 1 30): 

Partial-Peak: 8:30 a.m. to 9:30 p.m. 

Off-Peak: 9:30 p.m. to 8:30 a,m, 
A 11 Day 

Monday throuoh Friday, excopt hO'1d.,y,. 

Monday through Friday, except holiday,. 
Saturd.,y, Sunday and hol1days, 

Ho~rOAVS: ~Hol1day," for ttle purpose, of this rate scnedule are New Ve.,r's Oay, 
wllon1ngton's B1rthdllY, MemorIal Oa" Independence OilY. Labor OilY. Voteren! O~y. 
Tn4nk5g1vlng Day, and Chrl,tmaD Day. The date, w1l1 b~ those on wtllctl the I'Iollday, ar. 
legally observed. 

CHANGE FROM SUMMER TO wINTER OR WINTER TO SUMMER: When a b111i"~ month 1ncludes both 
,ummel" and winter days, PG&E wi" calculate demand charges 60 follow,. It wi" consider 
ttle appl1cable maximum demands 1"01" the summe,. and winter portlo"s of the b1111ngmonth 
separately'. calculate a domand charoe 1"01" each. and then app'y the two according to- tl'1. 
number of b 1111 no day, eactl re!preunh. NOTE: If tl'1e meter ill read wlth·1n one work day 0" 
the soason chanoeOvo,. date (1'14,)' 1 or November 1)" PG&E w111 use on ly the rates and charges 
from ttle uason hav1 ng the grootor number of days 1 n t!'le b·1111 no month.. Work d~y, are 
Monday thl'ough Friday, inclUSive. 
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6. ~~R FACTOR ApJUSTMgNl$: 

T~e bill will be adjusted based upon t~e power factor. T~e powor factor i!l computed from 
tne ratiO of lagglng reactiVe kiloyolt-ampere-nour, to t~e k;lowatt-~our!l consumed ln t~e 
mont~. Power factors oro rounded to tne nearest whole percent. 

T~e rates in this rate schedule are based on a power factor of 85 percent. If t~e average 
power factor 1, greater t~an 85 percent. t~e total mont~ly bill (excluding any tAxes' will 
be reduced by O.OG percent for eac~ percentage pOlnt Above 85 percent. If tho ayeraQe 
power factor 1, below 85 percent. tne total mont~ly bill (excluding any taxe,' ~1l1 bo 
lncroosed by 0.05 percent for each percentage point below 85 percent, 

7. CfoIABH5 FOJ! TRANS~ORMgR LOSSES; 

8. 

9. 

If the electricity used undergoes tran:formatlon between PG&E", delivery point and tne 
metering point, t~e demand and energy meter reading, used In determining tne charOes wll' 
be lncreased to correct for transformer losses, A 2-percent addition wll1 be mode for each 
!ltllge of tran!lformatlon between PG&E'!I dell ... ery and metering POint!!. 

STANPARP SERVICe fACILITIES: 

If PG&E mUGt In'ta" any new or odditiona' facilities to proYlde the cy,tomer with ,.~viCe 
under Schedule E~20, the cu,tomer may have to pay !!ome of the cost. Any advance nece,'ary 
and any monthly charge fo~ the facilitie, will be ,peclfied In a focllitl., charge 
IIg~eement.. See Rule, 2,. lS, and 16 and the facl'itte, ch4rge agreement form (Form 
No. 79~24S) for detal'" 

~lIcl11t1u 1nlltllll.d to· aerye the CU!ltom.r mlly bll removed whltn service 111 dhcontlnued. 
The customer wi" then haYe to repay PG&E for all or some of it' investment in the 
facilitle,. Term. and condition, for repayment wl'l be set forth in the focl'itle, cnarge 
agreement. 

SpgCIAl f:'AC!lITrgs: 

PG&E will normally instal' only tho,e standard facilitie, it deem, nece,!!ory to pro ... ide 
service under Schedule E~ZO. If the customer requests any additional facilities, those 
facilities wt" be treet.d all ",peCial facl1itle,· 1n accordance with Section I of Rule 2. 

10. MBANGP~ENTS FOR VISUAL-pISPLAY MgrrBI'~~: 

If t"e customer wishes to have ... Isual·disp'ay mete~ing equipment in addition to tne 
regu'or meterino equipment,. the customer must submit a written reQu.st to PG&E. PG&E wl1' 
proYlde and insta'l tho equipment wit"'n 180 day, of r.celYlnG the reQu.,t. Th. YI,ual
diSP'ay metering equipment will b~ 1nllta"ed n.ar tne pre,.nt metering equipment, T~. 
customer wi" be r.,pon,ib·le for providing the r'Quired spac. and allociated wiring, 

PG&E wll' continuo to use the regu'ar metering equipment fo~ billing purposes. 

11. ~ON-nRM HBvICg PBOGRAM: 

As noted. the rate, In the chart In Section 3 of thi' rate ,chedule apply to firm service 
onl)'. '"f:'irm''' mean, 'er ... lce where PG&E pro ... lde, " "cont1nuous "nd !Iufficient .Gupply of 
e'ectr1cit)','~ as described in Rule 14.) A customer ma)' also e'ect to receive non~firm 
!ler ... ice under Schedule E-20, 

A customer who elects. to rece1Ye non-firm service under Schedu'e E-ZO must participate in 
PG&E~J emergency curtailment program. A "on~f1rm. service customer mo)' 01'0 e1ect to 
participate 1n PG&E"s underfreQuency re'oy (Uf:'R) and "economic dlspatch- programs. 
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11. NON-~IBM stevIe, PBOGB8M: (Cont'd,) 

- EMERGENCY CURTAILMENT PROGRAM: Under the emorgoncy curta l1ment program, a non-fi I'm 
service customer may be required to reduco demand to a deslgnated number of kilowatts, 
referred to as ti'le customer"s contractual "firm service leve1."' PG&E will make 
requests for suci'l curtal1ments from its non-flrm servlce customer' wi'lon, In PG&E', 
50'e judgement. a systemwlde or 'oca' operating condltlon oxlsts wi'llci'l will impair ti'le 
ability of PG&E to meet the demand, of its ot"er customers. 

- UNOERFREQUENCY R~LAY PROGRAM: Under this program. the customer agrees to be subject 
lit cJl1 times to cJutomcJtlc Interruption, of ,ervlCe cau,ed by In undorfr"Qllency relay 
device that may be lnsta'led by PG&E. 

- f:CONOMIC CURTAILMf:NT PROGRAM: Under thl, program. a non-firm ,ervice ell'tome!" may 
occasionally be notified by PG&E of an "economic dlspatch* p!"ice. Quoted In dolla!", 
per kilowatt-hour curtailed, that PG&E i, electing to offo!" for voluntary load 
curtailmentD. (See Section 13 of thl, rate 'c"edu'e fo!" a more complete description 
of ti'lls program.) 

See Section 15 of thh rate schedule for a ':Ii5cu"lon of contractual 'ength-of-,ervice 
requirements that may be applied to customer, enrolling In the non-flrm ,ervice program. 
Please note that PG&E may require up to three year,' written notice for a ehange from non
firm to firm service, or for termination of participation ln t"e unde!"freque~cy relay 
program. 

a. ELIGIBILITY CRITERIA ~OR NON-~IRM SeRVICE: To Qua'lfy for non-firm ,ervlco, t"e 
customer must have had ~n ~verAge peak-period demAnd of at 'east 500 kilowatts 
during each of th~ 'Ast ,Ix lummer billing monti'll prior to the CUltome!"', 
app·l1eatlon for non-firm .. rvice. (Average peak-period demand ill ti'le total 
number of kwh u,ed durlng the peak-period hours of a b11'1ng month divided by the 
total number of peak-period "our, in t"e month.) Cu,tomer, wi'lO have not ye! had 
six months of summer servlco must demonstrate to PG&E', SAtisfaction that t"oy 
wi" maintain an averago monthly-peak-period demand of SOO kw or more to qualify 
for non-firm service. 

b. DESIGNATION O~ FIRM SERVICE LEVEL: If a cu,tomer takes non-flrm ,ervlce. the 
deSignated number of kilowatt' to whlC" t"e cu,tomer must reduce demand dur1n9 
emergency curtallment, 1, the cu,tome!"', contractual *flrm service leY.l." This 
designated firm oervlco leve' mUllt be at leut 500 kilowatts 'ess tl't"n the 
smalle,t of t"e customer's aver~ge peak-period demands during t"e la.t .ix ,ummer 
bi'ling monti'll prior to the designation. 

c. LIMIT ON EMeRGENCY CURTAILMENTS: A customer w1" be requested to curt.i' demand, 
under the emergency curtailment program. no more than 30 times per year and wi" 
be given At least 30 mlnute, notice before each curtailment. Curtailments w111 
not exceed ,he hou!", fo!" any individua' interruption or 100 hour, for the entir. 
year. 

d. EMERGENCY CURTAILMENT PROCEOURe: When It becomes nece.llary for PG&t to request a 
curta 11ment,. PG&E will not lfy the customer by telephone o!" electroniC l114i1. T"I, 
notiflcation wi" des'gnate a time by which the customer', demand mu,t b. reduced 
to a spftcifled number of kilowatts.. (The ,pecified reduced demand wil' not be 
le., thAn ti'le cu'tomer's contractual firm service level,) 

T"e customer may not resume t"e ule of eurtal·'ed powe!" until notified by PG&£ 
t"at it may dO '0 or until the cu,tomer ha, curtailed itl ,ervlce for six hours, 
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11. NON-FIRM SeRVICE PROGRAM: (Cont'd.) 

e. gXCgSS OEHAND CMARGES: If PG~E reQuest5 t~at a non-f1rm serv1ce cu~tomer curta11 
t~e use of electricity And t~e customer fAil, to do so by t~. time ,pecified, tne 
customer must pay an exces, demand c~arge. T~is c~arge will be payable 1n 
add1t1on to t~o regulAr cnArges, 

Tne c~arge w1ll be calculated by determ1n1ng tne totAl amount of exces, .nergy 
taken during the curtAilment per10d (energy taken 1n excess of tne customer', 
firm serv1co level) and multiply1ng t~is total times tne exces, demand c~arge 
(per kw~). 

Tne appl1cAble excess demand cnarges, wn1cn vary by servlce voltAge lev.l, are 
listed 1n Sect10n 12 of tn1' sc~edule. 

f. EMERGENCY-NOTICE PROVIS·ION: If t~ere i, an .mergency on t~e PG&E system, PG~E 
may ask t~e customer to curta11 t~e use of electricity on le" notlce tl'lan is 
usually allowed for t~e option. T~e customer w1" be asked to mAke the b.st 
effort to comply. T~e customer w1'l not b. assessed t~e noncompliance penalty 
for fa111ng to comply wit~in tne shorter notic. per1od,. but tl'le customer w11, b. 
assessed t~1, penalty if the regu'ar notice period for t~e option PAS"S and tl'le 
customer ,t1" has not curta1led use. 

g, ADDITIONAL NON-FIRM SERVICg PROVISIONS: 

(1) Required Re-Deslgnat10ns of Fl~ Sftrv1co Leve': A non-firm service customer 
must ma1ntA1n a difference of at 'ea5t 500 kw between tl'le firm setv1Ce level 
and the Average montn'y summer peak-per10d demand. If the differ.nce is 
less tl'lan 500 kW fot any tnree summer months during any lZ-month p.r10d. the' 
customer must designate a new f1rm service 'evel, This new f1rm ,ervlce 
level muot be At least 500 kw below the lowest of the customer', averaoe 
peak-p.riod demands for the last lIix summer b1111ng montt'ls preceding the n.w 
designation. If the customer cannot meet tl'lls requlr.ment. PG&E w1" c~ange 
the account to firm 'erv1ce. 

(2) Optlona' Re-Deslgnatlons of FIr. Servlce Leve': A non-firm serv1ce customer 
may d~creo,e the firm serv1ce level effective with the ,tart of any b1'llng 
month, provided customer ~lv.s PG~E at least 30 days' wr1tten not1Ce. The 
customer may Jncrea,~ tl'le firm service level only once 4 year, by g1vln? 
PG&E written notice between January 1 and February 1. The Increased firm 
service level must be such that there Is ,t1" At 'east a 500-kw difference 
between tne f1rm service level and the lowest average monthly summer peak
per10d demand, Tl'le Increased firm 'ervlce level w1ll become effect1ve with 
tne f1rst reoular readln? of the meter on or after' February 15. 

(3) Telephone Line Requlrements: Non-firm customer, are required to mAke 
available a te'epno~e "ne and space for a notification printer, 
Thl, reQu1rement 1a 1n add1tlon to any other eQulpment requirement wl'l1Ch may 
apply. 

1'1, BILl. REOUCTIONS FOR NON-FIRM SERVICE CUS·TOMgRS: 

(1) DfJlMnd Charges: Reduced peak-per10d demand charg.iS for curtal1able serviC. 
snall be applied to- the difference between· th. custom.r'D maximum demand In 
tne peak t1me period and Its Firm Serv1ce I.evel (but not 'elS than zero), 
Tne peak-period cnargn for firm serVice sha11 be applied to the peak-period 
demand 'ess the above differenee. 
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11. NQN-qRM SERVICE PROGRAM: (Cont 'd,) 

h. BI~L REOUCTIONS ~OR NON-~IRM SERVICE CUSTOMERS: 

(2) Energy Charges: Reduced energy charges fOf Curt~i'ab'e servic~ sha" be 
apP'1ed to (a-b), where (a) h the number of kilOWatt-hour, used in th~ t1m. 
period and 'b) i, the product of the ~irm Service Leve' and the number of 
hours in the time period. (a-b) sha" not be 'ell than zero, 

i. PROVISIONS SPECIFIC TO UFR PROGRAM: 

(1) Deta1ls on' Autoaat1c Interrupt10nl: If a customer il part1c1pating in th~ 
U~R progfam, lorvice to tho cu,tomer wi" be automatically 1nterrupted if 
the freQuency on the PG&E system drops to 59,75 hertz for 6 cycle"~ PG&& 
w1" 1n,ta" and mainta1n a dig1ta' underfreQuency re'ay and whatever 
aSSOCiated eQuipment it believes 1s nece,sary to carry out such automatic 
interruption. Relay, and other eQuipment wil' remoin the property of PG&E. 
If more than one re'ay 1s reQu1red. PG&£ will provide the additional relay, 
al "spec1al facilities," at customer', expen,e, in accordance w1th Section: 
of Rule 2. 

In addition to the underfreQuency relay, PG&E may inlta'1 eQuipment that 
wou,'d automatica":! interrupt service in cue of voltage redYct10ns or other 
Operating conditions. 

(2) Meter1ng Requ1rements for U~R Proqr •• : If a customer 1s partic1pat1ng in 
the UFR program under SChedule £-20 in combination with firm or curtai'able
only service. the customer wi,1 have to have a separate meter for the UFR 
service, PG&E wi" provide the meter sots, but the customer wi" b~ 
rO!lponlible for arranging CUi'Jtomer', w1ring in luch a way t".t the ,ervice 
for e.ch account can be prov1ded and metered at a s1no'e point. NOTE: Any 
other additional facilities reQUired for a comb1nation of curtailable with 
firm service will be treated as -Ipecia' facil1tio,- i" accordance w1th 
Section I of Ru10 2. 

(3) CO!Mun1c.tion, Channe1 for UFR Serv1ce: UFR program cUltomerl aro r4QYired 
to prov1de an e)(c'l,Isive commun1cation c"annel from t"e PG&&~provlded 
terminal block at the customer's facility to a PG&C·de'i,nated control 
center. The communication Channel mUlt meet PG&E"II IpeCificationll, and mu,t 
be provided at the customer's expense. PG&& Ih~I'" h.vo the r1ght to inspect 
the communication C1rcuit upon reasonab'e not1ce. 
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12, NON·fIRM SERVICe RATES: 

These rate~ are appl1cable If the cu'tomer elect, to take non-firm serVice. See 
Sect jon 11, for an explanation of the non·fjrm s~rvlce program and to ,a. If you are 
eljglble for any of those speclal-sarYlce optlon~. 

Serylce Voltage: 
5'"9'on: 5umm~r Winter 

13, ECONOMIC DI5P6TCH CURTA1LMbNT PROGRAM: 

Customer~ e'ectjng non-firm 'eryjce are automatjcally e'lgjble to pa!'tlclpate In PG~E', 
economjc dl,patch curtailment program on a yoluntary ba,ls, Ourlng pe!'lods when It I, 
uneconomiC for PG&E to supply energy to non-fjrm Icryjc. customers,. PG~E wi" offal' an 
economic dispatch price, quoted In dollars per kjlowatt-hour curtailed. The price will 
yary depending on voltage leyel, and may also Yary by day. time period and geographiCal 
location, PG&E'~ offering price Is to be based on the fO!'ecasted co,t of elactrlc power at 
the time the curtailment Is requested. 

CUGtomer, wi" haye a minimum of 30 mlnuta, advance notiCe prior to the start of 
curtailment period •. Customers must reduce load to or below the fjrm service level for the 
entjr" requested curtal1ment perIod to receive the credit. The credit wl1, equal the 
quoted economiC dispatch price multlp·lled by the total kl1owatt-I'IOUl'l curt. ned , Cu,.tal1ed 
k.ilowatt-hour, WI'l be calculated by PG&E bAIled· upon the d1.ffe!'ence between actua' load and 
I!IIItlmated expected load absent· the curta11ment. The total amount c!'edlted wi" be apPlied 
to the b11l l'endered 1mmed1ately fo"ow1ng PG&E's mea5unment lind ve!'I"lcat1on of the 
amount of load curtailed. 



• 

• 

• 

A,88-12-005. 1,89-03-003 ALJ/GLW. aTC • 
CACO/a' 

APPENOIX I 
PACIFIC GAS ANO ELCCTRIC COMPANY 

EFFECTIVE 01-01-S0 

COMMtBCI6L/INPUSTBlAL/r,E~bRAL 

SCHgpULE F;·Z9"aEBv~~rLr~T~M~~wn·H MAXIMUM PEMA~PS 
_" LLO __ ~AJ: j' MORt 

(Continued) 

14. PH6St;-IN peOGBA!1 fOB CONTINUING NON-flPM SER.VrCC CIJSTOMERS: 

15, 

If a CUlItomer WII!! enro'led 1n PG&C'"s non-f1rm sery1ce program prior to Oecomber 1. 1989. 
PG&E w", ca'cu'"te the customer's bon"~ for sery1ce 41' tel' Janu4ry 1. 1990 us1ng two ~ets 
of rate,: 

a' The rates described in Sect10ns 3 lInd 12 of th1, sChedule. u1l1ng the customer's 
currently appl1c"ble sery1Ce options, 

b. The rates for st"ndard (not "extended'" non-1'll'm sel'y1co that were 1n effect on 
J"nullry 1 •. 1969. under the curtailment pl'oyis10ns 1:hllt appHed to tho account dur1ng 
1989 at the grellter of the firm serylce 'eye's thllt IIpp'1ed to the cu,tomer', "ccount 
during 1989. 

Th111 bill c"'cu'"tlon w11' ulle the 1989 ~lnterruPtible lIel'YiceN rate 'chedule only 11' 
the customer partlc1pated in the undert'requency relay progl'lIm during 1989 and i, 
conti nu1ng to pllrt1clpllte. Otherwl,e. the 1989 ratell 1'01' ·curtll11l1ble ,eI'Y1eo- 1011" 
be ulled. 

If (0) exceeds (b) by mOl'e than 1~ pel'cent. the customer 10111' be billed only 1'01' tn. 
IImount in (b) plus 10 pel'cent. On JanUlll'Y 1. 1991. tl'lls 10 pOl'cel'lt "CliP" wn, be 
1ncreased to 20 percent, The cop 101111 Increase to 30 percent on Jllnuary 1, 1992. 

CONTRACTS: 

To be01n service under Schedule C-20, the customer mllY be required to s1gn II three-yeal' 
contl'lIct. Once the three·ye~~ contr~ct term 1s oyer. the contl'4ct w1" au1:0mllt1ca'ly 
continue in effect for success1Ye term, of one yeoI' .acn unt11 1t " cancelled, The 
customer o~ PG&& may conce' a contract 4t the end of a term by g1Y1ng written notice lit 
1eost 30 dllYs befOl'e the end of the term. The three-year contrllct 10111' be cllncel'ed 
automatically if sustained low maximum demand (below 1,000 kw -- 5ee HAppl1cab111tyW) 
requireS thllt the IIccount be trlln,ferred to a d1fferent rate schedule. 

Customers l'eQuesting to taKe cur'tallable sery1ce wll1 be reQu1red to ,10n II supplementa' 
agreement. Th1l1 IIgl'eement wi'1 reQu1re cu'tomer~ to give PG&E thl'e. yeors not'ce i1 they 
des1re to sw1tch from CUl'taill1b'e to f1rm ,erYiCe, 

PG80E IIh,,1' have the ~ight to c4nc., co"t~acu for curt4i1.,ble 58!"V1ee 11' cUlltom.". cease to 
be oble to provide the demllnd I'eduction reQu1red for tne •• type, of .e!"V1ce. 
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lI.t.,,,: 
(pel" kw) 
Standby Chlrge 13.30 

(It Seconcs.!"y Dlltrlbutlon Vo~t.g.l) 
Prfm!"y VoLtago DilcO\,I'It 10.10 
Trll'lllllln VoLtg DI.cO\,l'lt 12.60 

(per kwh) 

On-Peak Rate Limit Q S S1.0l270 
On-Peak Rat. Limit Q ~ S1.02145 
On-Peak Rate ~imlt Q T SO.8Z70B 

Schedule Changel; 
,. REDUCED CUSTC»IER CHARCE: 

APPENDIX I 
PACI'IC GAS 'AND ELECTRIC 
ADOPTED STANOO.,. RAT!S 

PACE 20 

$ta~ cUltomerl who take aerYice under Schedule. A-1~ A-10,. A-11,. £-19 or £·20 Tranaml.llon 
NY qu.LHy 101" a red4.lcld· customer charoe. The 10Uowino monthLy cUitOllllr c:harOH 
Ipply to·cuttomera who·QWn,or PlY lpecl.L tlclLltf .. chlrg .. pur.uant to RuLe 21 
101" IU 01 the !l'It.rconn.ction tacH!tl .. in pLacl for PGIE '(0 provider aerYice to· thOlll: 

A-' 
A-10/A-11 
1!-19T/e-20T 

12.90 
S24.00 

1392.00 

2. E)(PERJHI!NTA~ ALLOWANCE ,~ UNCOiNENTIOHAL C!NERATIOII: 
Prior to Janue!"y 1 ~ 1990,. SChedule $ provided 101" en exeLulion 01 sundby ehargee 
01 up- to 300 kw 101" customers uling lM"ICorwontlOtlll geMratfon (I .e., lO~e" 
heat, geothCtl'lllll, etc .. ). TMa provision II eliminated purlUat'lt to thla deciaion. 
However, cUltomerl receiving the experimental allowance 101" uncorwentlonaL 
generation prio,. to· JINMI!"y 1,. 1990 wl·U be pemltted to contlflUe to racel ... e 
on Ctx~ion of up to 300 kw I,I'ItfL January 1, 1995. 

3. RECULAR SERVIce MAXIMUM'DEMAND R£DUC£D 0.,. STANDS.,. D£MAND: 
The fIII",I".",., demand used to· dot.mine '(he reguLa,. "rYI,. ch'I'g .. 10,. Mr'/IIIOI'ICh 
wiLL be redl.lCed by the custom-r' • Itandby demand on tho utility '1'1 that month • 
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APPENDIX I 
PACE 21 

PACt'IC GAS· , ELECT~IC COMPANY 
E'PECTIVE 01-01-90 

ADOPTED RATES 
SUMM£R WINTER 

(S/ICWf'I, S/IC'J, S/CUSTOMER MOHTH) 
A-RTP 

RTP aile Rete SO.OO2M SO.OO288 
On·Peak RTP·M~LtlpLl.r 3.0247 

PtL·P.ak ItTP ~L'CipLi.r 1.9466 '.9466 
Off-Peak RTP'M~L'Ciplier , .4792 1.4792 
MaX. DelNtnd (Q PrilNlry) S2.6O ~.60 
Max. DeII'IIInd (Q s.cndry) 13.30 S3.30 
Cua'Contr Chg (iii Pri IIIIry) 1410.00 1410.00 
Cua'COIIIr Chg (iii Secndry) S520.00 S520.00 

SChedl.lle change for A-ItTP: -rhe otheI'WiH applicable bilL wiLL now depend on 
whether 'Che cUitOllltr WCM.ILd be on· £-19' or £-20. 
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APPENOIX I 
PACI~IC GAS ANO ~~ECTRIC COMPANY 

E~~ECTIVE 01·01·90 

SCHEPULE C-2,··acsTglcTCp C~~TAl~BLE vA~lAnLE-~CA(-PCR!OP 
TIME-OF-YSE SEKvw;, 

1, APPLrCAGrLrTV: 

2. 

3. 

T"'I, 1is /In optional non .. flrm ,chedule fof' cu,tomer!l W"'O'I'! ,ervlce otherw1ise QUllllfle, for 
Schodules ~·19 or C·lO, or who ~ro agricultural cu,tomer" Customers whose 'orvlce 
quallfle, for E·19 or E-20 ~re mubject to tho further llmltlltlo~ thllt t"'e'r ~tllndllrd 
lndu'trlll' C''1,slflcl1tlon (SIC} code I, 4941 (water ,upp'~' or 4952 (,ewage '~'t"m'. 

Definition of MaximUM- Oemand: Cemand wi" be averaged over 30-mlnute Intef'val,. "M,Ixlmum 
demand" wl1' be the h Ighe~t of 1111 the 30-ml nute IIverllgn for the bl1 1 I no month, If tl'le 
customer's u'e of e'eCtrlClt~ 1, Intermittent or subject to viOlent fluctuations, II 
5-mlnuto or 1S-mlnute lnt~rval may be u'ed Instead of the 30-mlnute Interval. If the 
cu'tomer "'as any welding maC"'lnes, t"'e customer', d1versifled reSistance welder load, 
calculated In accordance with Section J of Rule 2, will be conSidered Its maximum demand If 
It exceeds the maXimum demand t"'at re,u'tD ff'om aYef'aglng the customer', demand over 
30·mlnute Interyal,. The cU5tomor', maxlmum·peaK-perlod demand wi" be the hl0ho't of a" 
the 30-minute ayerage, for t"'e peak period during the bl"ing month. (Soe Section 5 for a 
definition of .. Peak·Perlod ... ·) 

1.,."nllf.II'1I off Schedule E·ZG·: If the cUlltomef'" maximum demand drop, below SOO kw and 
rema1ns there for 12 consecutive month, Of' 11" the cu,tomef' consl,tent'y 1",111, to meet the 
curtlalment reQulf'ementll dlscuued In Section 11 of thl' rate IlIchedule. PC&, mllY lit lU 
OPtion trllnsfer the customer'·, account frOm Schedule t-2e to a different app"CIID'. rate 
schedu'e (exc'udlng Sched~les £-19 and £-20). 

TER8ITOgy: 

SChedule £-26 applies everywhere PG&£ provides electricity service. 

RAm: 
Service Vo'tage: S~'SZC~~,.~ 'C·Z~~l Pri!!ll!rX '~-Z~el 

Tl'ansml" Ion 
'~-Z~Tl 

~:2:!SlCi ~lIm!ll:r Wlc~:r ~~mm~t Wl":I;:r ~l.ImII!:" '11'":1;"" 
Q:!ll~"g ~bl!rg:~ (Q:r ~w): 

Maximum· Peak·Period Oemllnd S4.22 S3.93 $2.84 
Maximum Oemand S3.30 $3.30 S2.60 S2.60 SO.70 SO.70 

En~rgX ~bl!tgt~ 'Qtt ~whl: 
Peak-Period $0.12579 SO.12145 SO.10446 
Partia'·PeaK PeriOd SO.06463 SO.05525 SO.06239 SO.05335 SO.05261 $0.04532 Off-Pellk Period SO.04933 $0.04185 SO.04763 SO.04620 SO.04047 SO.03925 

t~~::!:! Q:ml!cg ~h~rg:: 
ier kw~. per non-compliance 

event) 
S6.27077 . S6.27077 S6.27077 $6.27077 $4,90970 $4.90970 

~U2tom~r ChOtac: 
per meter per month) $330.00 S330.00 S220.00 S220.00 $'510.00 S510.00 
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APP~HDIX I 
PACr~IC GAS AHD ~LceTRIC COMPANY 

EFFECTIVE 0~-01-90 

SCHEPlIl& 'M2~uBCSTarCIEp. CVBTAlkAB~E VARIABLe-peM-PERrop 
TJME.-Qf-ll!iE SEKVIC; 

(Continued) 

3. ~: (Cont'd.) 

4. 

a. TYPES O~ CHARGES: The cu,tomer', month'y charge for ,ervico undor Schedule E-Z~ 1, 
the ,um of 4 customer charge, demand chorgea, energy chargea, and oxc~,~ demand 
chorgn: 

- The customer charge 1, a flat monthly fee. 

M Schedule £·25 has two demand charges, a maxlmum-pcok-per10d-demand charge and a 
mllx1mum"demand charge. Tt'!e maxlmum-peak-per10d-demand cnaroe per k.llowott 
applies to the.maximum demand during the month', peak hour~. and the 
max1mum-demand charge per kilowatt applie, to tt'!e max1mum demand at any time 
during tt'!e month. Tho bill wl'l Include ~ of these demand charge'. (T1me 
periods are defined In Sect10n 5.) 

- The energy charge 1, the ,um of the energy eharge, from the peak. p4rtial-peak. 
and off-peak periods. The cUltomer pays for energy by the kilowatt-hour (kwh). 
and r"tu are d1fferentlated according to time of day and tim. of yea"'. 

- The .,)(ce •• delll4lnd charge 1$ on'y 4ppl1cable to customer, who fail to comply witt'! 
tt'!e curtailment provisions of tills I"ate IIct'!.du'.. The computation of tt'!" chal'04 
1. d1acussed In Section 11 of this I'ate schedule, 

- The monthly charges m4y be inc~eased Or decrealed ba,ed upon the power f4etor. 
(See Sectlon 6.) 

- A5 5hown on the ~ate chal't, which set of customer~ demand~ 4nd enel'OY charge, I, 
paid depends on the voltage at which servlce is taken. Service voltages are 
defined in Section 4 below. 

PC~INtTtON O~ SCaVICE VpLTAGE: 

The fonowing defines the 3 voltage clas,e, of Schedule E·26 ratell. Standal"d SeN ICe 
Voltages "re listed 1n Ru'e 2. 

a. Secondocx: Tt'!1, 1s the voltage class 1f the ,ervlce volt4ge ,. le" than 2.000 volts 
or 1f the definitions of Hpl"lrn41'yH 4nd Htranlml,'lon~ do not apply to the .ervic •• 

b. PLlmar~: Th1s i, the v01tage class 1f the custom.1" is , • .,.ved at 4 .tand4l'd se~lee 
voltage between 2.000 4nd 50,000 volts. IJlQ. the~e 1s only on. stage of tl'ansformatiorl 
between the .ervlce voltage arid PG&E"I tl'ansml1s10n voltage (50.000 vo'ts or g~.atel'). 

c. Trgo.sm1:s:z10n: Thla Is the voltage c'a15 1f the customer 1& s • .,.v.d at a stondal'd 
service voltage greatel' thM 50,.000 volts. 
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PACIFIC GAS AND ELECTRIC COMPANY 

EFFECTIVE 01-01-90 

SCHgOULE g-Zl3uBgSTB tCT~ CUBTAILAflLE VAg fABLC-PgAK-pgrqOO 
TIME-OF-USE SERVlCE 

(Continued) 

5. TIMt PERIOOS: 

Season, of the year and t1me, of the day are def1ned aD follow': 

~: Service from May 1 through October 31. 

·Peak: 
Grouj) I 
GrOUj) II 

P/Jl"tlI11-P""k 
I Group I 

Croup II 

2:00 j).m. to 5:00 j).m. 
3:00 p.m. to 5:00 p.m. 

6:30 a.m. to 2:00 p,m, lind 
5:00 p,m, to 9:30 p.m. 
8:30 a.m. to 3:00 p,m, and 
6:00 p,.m. to 9:30 p •. m. 

All other hour, 
A" day 

~: Sel"vlce from November 1 thl"ough Aprl' 30. 

Partla'-Peak: 

Off-Peak: 

8:30 a.m. to 9:30 p.m. 

A" other hour, 
All day 

Monday through Frlday·w 
Monday through Frlday·~. 

Monday through Friday 

Monday through Friday 

Monday through Friday 
Saturday. Sunday, holidays 

Monday throuoh Friday 

Monday through Friday 
Saturday, Sunday, hol1day, 

HO~IOAYS: "Ho11 day,'" for the purpOse! of thh rate SChedule are New Year", Oay, 
Washington', 81rthday, Memorial Oay. Independence Oay, Labor Oay, Veterans Day, 
Thanksgiving Oay, and Christmas Day. The dates wl1' be those on whl,h the holiday, are 
'egal'y Observed. 

Page 24 

CHANGe FROM SUMMER TO WINTeR OR WINTeR TO SUMMeR: When a billing month Include, both 
summer and winter days, PG&E wl1' calculate demand charge, a, follow"~ It w1" con,1der 
the app'1cable maxlmum demands for the ,ummer and winter port10n, of the bil'lng month 
separately, calCulate a demand Charge for each, and then apply the two accordlng to the 
number of billing days each represents, NOTE:. 1f your meter 111 read wlthln On. work da)' 
of the 1184110n changeover date (Mil), 1 or November 1), PG&C __ 11 1 u.e only the rate. and 
charge, from. the season having' the greater number of day. ln your b·l"lng month, Work day, 
are Monday through Friday. Inclusive. 

·Provld1ng 'pace 1s available, you may have the option of choos1ng the applicable p.ak-per1od 
hours. 

·-Except hol1days. 
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EFFECTIVE 01-01-90 

SCHEDULE E-ZS--RESTRICTED CU8TAlLABLE VARIABLE-PEAK-PERIOO 
IIME-OF-USE SERVICE 

(Continufld) 

6. POWER FACTOR APJUSTMENT~: 

The bill will be adjusted based upon the powe~ facto~. The powe~ facto~ Is computed f~om 
the ~atio of lagging ~eactlve kllovolt-ampe~e·hour' to the kllowatt·hou~D consumed In the 
month. Power facto~, a~e ~ounded to the nearest whole percent. 

The ~ate, in this ~ate IIchedull} lJ~fJ b4!led on a power foctor of 85 percent, If the ove~4I~e 
power f4lctor ill grfJ4ItfJr than 85 percent, the total monthly bill (excluding 4Iny taxe,) will 
be reduced by 0.06 percent for each percentage pOint above 85 percent. If the aver.ge 
PowfJr factor I, below 85 percent, the total monthly bill (excluding any taxe,) will be 
Increa,ed by 0.06 percent for each pe~centage pOint below 85 pe~cent, 

7, CHARGES FOR TBANSFORMgR LOSSES: 

If the elfJctriclty used undergoes t~anDformatlon between PG&&', delivery pOint 4Ind the 
metering pOint, the dem4lnd 4Ind energy mfJter reading, u,ed In determining the charge, will 
be lnc~eased to co~~ect for tr4lnsformer 10sse,. A two percent addition will be m4lde fo~ 
each stage of transformation betwfJen PG&E'·s delivery and mete~i"g pOints, 

6. STANDARP SERVICE FACILITIES: 

9, 

If PGI!tE mUDt inlltll" any new o~ additional facilities to provide the cUlltomer with ,,,rvlclt 
under 5chedulfJ C-26, the customer may have to pay some of the COllt. Any advance nece,s4~y 
and any monthly cha~ge for the f4lcilltles wi" be spec:ified In a t'aci1itie, ch.rge 
ag~eement. See Rule' 2,. 15, and l6 and the faci1ltle, charge ag~eement 1'01'111 (Form 
NO, 79"24·5) for details. 

FaCilities Installed to se~ve the cu'tome~ may be removed when service Is discontinued. 
The customer wll 1 tMen Mave to repay PGlliE fo~ a" or ,ome of Its I nvestment I n the 
fac:l11ties, Termll and c:ondltlons for repayment wi" be Dot forth In the fac:il1tle, charglt 
agreement, 

SPECIAL FACILITIES: 

PG&E will normally install only thOle standard facilitle, It deem, nece"ary to provide 
servic:e under SCMedule E-26. If the C:UDtomer requests any additional faC:ilities, those 
faCilities will be tre4lted as -speC:ial facll1tles· 1n accordance with Section 1 0' Rule 2. 

10. ABBANGEMtNTS ~og VISUAL-pISPLAY MtTEgING: 

If the customer wishes to have vi,ual-d1splay metering equipment In addition to the 
regular metering equipment. the cu,tomer must submit a written request to PG&~. PG&& will 
provide and Install the equipment within 180 days of receiving the request. T~e 
visual-display metering equ1pment will be Installed near the present metering equipment, 
The customer wi'l be responsible for providing t~e required space and as,ociated wiring • . 
PG&E will continue to use the regular metering equipment for billing pu~poses. 

11, CURTAILMENTS: 

a. EMERGENCY CURTAI~MENT REQUIREMENT: If a customer takes service under Schedule E-26 
1ts entire electr1c: load is non'1rm and. the~efore. subject to curtailment, PG&£ will 
make requests for such curtailments from its nonfirm service c:ulltomers when, in PG&£', 
sole judgement, a systemwide or local operating c:ond1tion exists whic:h wi" imp.ir the 
ab1lity of PG&E to meet tMe demands of Its other customers. 

b. ~IMIT ON EMERGENCY CURTAI~M£NT: Customers are limited to two ,ix-Mour curtailments 
per year, and must be given at leut ,·i.x hour', notlc:e prior to a curtai lment 0' tM!I 
length •. Curtailments of up· to three hours are unlimited. but the c:ustomer mUDt be 
given· at least one hour', notice pr10r to curtailment. 
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PACIFIC GAS AND E~CCTRIC COMPANY 

EFFECTIVE 01-01-90 

SCJjEQUU: E-Zf?"9E.5lBICJEQ. C3JgTAlLABLE VA!UABLE-PEM-pcSrOD 
TIME-OF-USE S£HVICE 

(Continued) 

11. ~UBTAILMENT.5: (Cont'd.) 

c. EMERGENCY CURTAILMENT PROCEDURE: When 1t becomes nece'5ary for PG&C to reQuest a 
curtailment, PG&C will notify the cu~tomer by telephone or e'ectronlC mail. Thl~ 
not1f1cation will de'1~nate a time by which the cU5tomers demand must be ~educed to a 
specified numbe~ of kilowatt'. 

The customer may not resume the use of curtailed power until not1f1ed by PGbC that it 
may dO so or until the customer has curtailed It, ,.~1ce fo~ s1x hours. 

d. EXCESS DEMAND CHARGES: If PG&E reQuests that a CU5tomer curtail the ~,e of 
electriCity and the CuotOmer fal10 to do so by the time ,peclfled, the C~'tomer mu,t 
pay an exce" demand charge. Thl, charge 11'111 be payable in addition to the regular 
chargl!t!!, 

The excess demand to whiCh this charoe 1, applied wil' be ca'culated by determining 
the total amount of eXCe,s energy taken durino the cu~tal1ment period 'th~ difference 
between the customer', lOad dur1ng the curtailment period and the amount PG&C 
reQunted to- be curtailed) and multiplying thh total times the e)(Ce" demand chllrge 
(per kwh). 

Tho applicable e)(cen demand chargell. whicn vary by ,ervice voltage level, are li,ted 
in Section 3 of thio oChedule. 

e. EMERGeNCY-HOT ICE PROVISION: If there is an emergency on tne PG&E system, PG&E may ask 
the customer to curtail tne use of electricity on less notice tnan i, usually allowed 
under the curtailment limItations, Tne customer 11'11' be asked to make the best effort 
to comply. The CUstomer 11'1" not be asse'sed the noncompliance penalty for failing to 
comply withIn the shorter notice period. but customer wi" be assessed tnis penalty If 
the regular notice period fo~ the option pas,., and the customer sti~l has not 
curtai led use. 

f. TELEPHONE ~INE REQUIREMENTS: Non-firm customers are required to make available a 
telephone line and space for a notification printer, Thill requirement is 1n addition 
to any other eQuipment requirement which may apply, 

12. CONTRACTS: 

Schedule E-26 is an experimental rate, the future availability of whlcn is !!ubject to 
rev1ew, To begin serviCe under SChedule E-26._ the customer must ,lgn a contract with an 
lnit1a' e)(piration date of December 31. 1992. At least 30 day, prior to thl!! expiration 
date,. PG&E wi" Inform the customer if the rate 11'11' not be extended. If it " extended, 
the contract 11'11' automatically continue in effect for ,ucces,ive term, of one year each 
until 1t is Cancelled, The customer or PG&E may cancel a contract at the end of a term by 
giVing written notice at 'east 30 day!! before the end of the-term. The- contract wi'1 be 
cancelled automatically If sustained low- ma)(imum demand (below 500 kw _. ,ee 
-APpl1cab,il1ty"') reQu ires tt'lat the cUIJtomer', account be t~4nlferred to a different rate 
,chedule. 
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ADOPTED LARGE POWER RATES 

ScheduLe ED·-Economlc Development Rate 

APPLICABILITY: 
This voluntary Ichedule II aval lable on an exp!!rllllll'ltal besll to qualHI«t cUltomerl 
locatIng In or expandIng· In !nter~rfle Zones dellgnatod by the State of California 
under tho 1954 £nt.r~rlle Zone Act. Thll IChedul. wILL .x~lre December 31, 1994. 

TERR ITORY: 
Enterprl .. Zones desfgnated by the State of Cllffornla under the prOYlllonl of the 
1984 £nter~rlse Zone Act currentLy f~lude ar.al Located In South •• lt Bakorlfleld, 
Eureka, Southweat 'r .. no, Nadera~ Plttlburg~ West Sacr~to, E.lt ~ Jose and 
Yubo·S\oItter. 

RATES: 
A thr" year declfl'lfng rat. dflcount (exCludfng local taxes) baud on the energy, 
demand and customer ch.rge portion of the £-19 0" £-20 rate ICheduLe wIIlch, W04.lLd otherwl .. 
• pply. The dflcount applfes only to· the firm aervlce portion of the bill. 

DficoUl'lt 

'Irlt twelve month. 
Second twolvlJ month. 
Third twelve month. 

. ••......••••. _ ....••••••.. . .•••....•. ~ ..•...... -..... 15:1: 
10X 

S% 

Discount Llmlter--Th. ave rag. discounted rate that results under 
thta Schedule each month caMOt be lesl than PG&£'I IIIIrglnal cost of service 
for the lame month. The Calffornla PubLic UtHltl .. COIMIfllfol'l's IIIOIt rocC!t"ltly 
Ido~tod mlrglnal COlts will be ulod for thfl calcul.tfon. 

SPECIAL CONDITIONS: 

,. QualIfied customers: O\,llllHfled customerl are Industrial Cl,llltomerl with MW 0" 
additional firm aervlce bILLing deNnd of at lealt SOO k'oI. Jjew or additional 
bl lling demand doel not Include blUing· demand that already exiatl within the 
Dtate of Cal ffornla. Industrl.l customerl .re defined al CUltomerl engaged 11'1 
In bull". •• es clalliffed·under the '4deral Standard Industrial Cl.lllflc.tlon (SIC), 
lecondary codes 2011 thr04.lllh 3999, Inclusive, or any other customers .llglble 
for lorvlce IoI'Idor Schldul .. £·19 or £-20 th.t .t the utILity's IOle dfscretion· 
1liiy be determined to qualify for thl, schedule. Resldential.nd cOIIWIIerciaL customers 
customers al'ld goverl'lment.l ag~lesar~ not quaLffled cUitomers Ul'lder this rat~ 
.chedule. 

2. Llmltatlonl: AppLlc.tlon of this Schedul~ will be limited to ~Ither • maximum· 
of eight qualified particlpantl or a concined ".t load addition 101' all participants 
01 20 trf.I~ whichever comes flrlt. 140 discount will be peld beyond Ooceri:lel" 3',.1994. 

3. Contract: Service IotICIeI" thll Schfdl.jl. is prOYlded IM'Ider a tl'lr" yeer contract .. 

4. Start dater: The Itart date o~ the discount rate period Ihall comnenco wlChln 
24 monti'll frOln· the dace 01 execution 01 the COr'ltract for .. r-vic. and Ihall be 
dellgnated· by customer within the concr.cC. 

S. Metering: Separ.te electric metorlng for MW or additional load 1lIIY be 
required if, In the utILlty'1 sole opinion, it II MC .... ry to ~rOYlde .. rvlc. 
I.II'!der this Schedule. Tho CUitomer wi lL be rlJlponalble for .ny COltl aSIOCI.ted 
with providing leparatcr electric met.rlng. 

6. Tr'1'I11el"l off of Schedule £-19 and £-20: If the customer' I mexl~demend dropa 
and f' determined by Pel! to be II'IellglbLe 101' both Schedule £-19 .nd e-20,. 
no dllcount will be paid for pal'l ods of I".llglbflfty. 

7. Lfmltatlon of rat. limiters: Aver.g. and paak period r.t. Llmlt.rs may appLy 
to your bill IM'Ider Schedul. £-19 or e·zo. Th. LeveL of r.te llmlt.rs wilL not 
be reO.ieod by this Schedule. 

8. CoMer-v.tfon: Inor<!er to be ellglbl. for this SChedule,. cUitOllllrrl must 
.LL~ PelE to concluc:t • site lnaptetfon for thcr purpoae of mllelng conaervltlon 
optf one aval labL. to· CUitomers. PCl.1! wi l l advl lie aL L 1'Mftj. customer. of • range 
of COlt-effective conaerv.tfon optione on • slt"'pi!Cfflc be.lm. 



• 

• 

• 

A.88-12-00~, r.89·03-003 ALJ/BTC,CL\I CACO/ll/2 • 

APPEHOrX I 
PACE 28 

PACIFIC CAS & ELECTRIC COMPAHY 
EFFECTJVE 01-01-90 

ADOPTED'RATeS 
Rate~t $l.N4ER \lINTER 

(S/ICWH, S/ICW, S/CUST0f4ER PaTH) 
ACRlCUI.TURAL lal 

AC·1·A 
Energy Charge SO.11441 SO.11441 
Demand Charge 11.80 S1.80 

Customer Charge S10.00 S10.00 

AC·1-B 
Energy Charge SO.10161 10.10161 
DetI'IIInd, Charge 12.20 S1.50 

Cu.tomer Charge S10.00 110.00 

AC-R-A 
On-Peak Energy SO.27632 

PartiaL-Peak Energy SO.05789 
Off-Peak Energy 10.06444 SO.04604 

Oemand Charge 11.80 11.80 
CuatOllMlr Charg. 110.00 S10.00 

l4ot.r Charger $6.20 16.20 

AC-R-B 
On-Peak Energy SO.241 05 
On-Peak Oemand 12.20 

Partfal"Peak Energy SO.06613 
Off-Peak !I'Iergy SO.07139 10.05259 
"a" f nun· Demand 12.20 S1.50' 

Cu. tome I' Chlrge S10.00 110.00 
Meter Charger SS.10 S5.10 

AC-V'A 
On-Peak Enorgy 10.27213 

Partfal-Peak Energy SO.05714 
Off-Pelk Energy 10.06219 SO.04544 

DeIIIII'\d Charge S1.80 S1.!O 
Customer Charge 110.00 S10.00 

Motel' Charge :16.20 16.20 

lal The average rate limfter appLiCable to· the "AC" serfea will 
be 1.9T.537IIc101h. Thi. I/IIO\rIt eqI.IItl. tho exi.tin; rite 
l fmfter (S.82200/1clolh)' time •. the cap C~ted for agricul
tural intra"cLa .. revenue aLLoeatiOl'l, pLus i'iw p.rC«\t 
(a totaL fncreaN of 18-'2)%). 
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APP!IIDIX t 

PACE 29 
PACIFIC CA~ & ELECTRIC COMPANY 

EF'ECTIVE 01-01-90 

ADOPTED RATES 
Rlte~t SIMlER WINTER 

(S/K'oII4, S/IN, S/CI.IS'I'OMER MONTH) 
AC-V-S 

On-,.,,, EMrgy 10.21405 
On-P.I" D ..... r'Id 12.20 

P,rtial-P.I" EMrgy. $0.06413 
Of1-P.I" EMrgy 10.06'710 10.05099 
"',xi IIUI'I- Oemer'ld 12.20 $1.50 

Custome,. Ch.,.". S1D.00 S10.00 
"'~.r Ch,,.,,. 15·.10 15·.10 

AC-4-A 

On-P.a" EMrgy SO.26992 
Plrti.l-P •• " Energy $0.05655 

011-P.," energy $0.05429 $0.04497 
DeftIIII'Id Charge S1.80 11.80 

Cus tOllMr,. Ch.,.". $10.00 $10.00 

• M~.r Cha,.ger 16.20 16.20 

AC-4·S 
On-P.,k energy SO.18OQ 
on-P.," Demlr'Id S2.20 

Partfal-P.lk eMrgy SO.0S920 
O""-P •• ,, Energy SO.~ 10.04707 
M.xf""",· DtIIIInd 12.20 S1.50 

CuatOlller Ch,ra. 110.00 S10.0<I 
Met.r Ch,r". S5.10 S5.10 

AC,,4-C 
On·P.,k Energy SO.18083 
On-P •• k O ..... nd· 12'.20 

P,rtf,l-p •• " Energy $0.07679 SO.05920 
Off-,.,,, EMrgy 10.0497'5· 10.04707 
"""f/IUII· Oemand 12.20 ".50 

Cuatomer Chlr". S10.00 "0.00' 
"'~.r Chlr" $5.10 S5.10 

• 
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APPI!NDIX 1 
PAC!! 30 

PACI'IC GAS & ELECTRIC COHPANY 
E"ECTIV! 01·01-90 

ADOPTED RATES 
Ratct C~t SUMMER WHITER 

(S/KWH, S/ICW, I/CUSTOMER MOfjTH) 
AC-5-A 

On-Pe.k Energy 10.19119 
Partial-Pe.k Energy SO.04006 

Off-Peek Energy SO. 03933 SO.03185 
DlllllncI Chlrgo 14.55 14.55 

CUI tome I' Cherge 110.00 S10.00 
Meter Charge 16.20 16.20 

AC·5-S 
On-Pe.k Energy SO.12313 
On-Pelk Olllllncl· S2.25 

PartiaL-Peak Energy SO.03668 
Off-Paak Er'lergy SO.03~39 SO.02911 
MlxillUll· Oem.ncI 15.45 13.65 

CUI tome I' Charge 110.00 110.00 

• Met.r Charge 15,.10 15.10 

AC-S-C 
On-P.ak Energy SO.12313 
On-P.ak Oem.r'Id S2.2S 

Partial-P.ak Er'lergy SO.04846 SO. 03668 
Off-Pa.k Er'lergy SO.03082 10.02911 

M.x i IIUII, Olllllr'ld 15.45, 13.65 
CUltomer Charge S10.00 S10.00 

Meter Charge 15.10 15.10 

AC-6-S 
Energy Charge SO.~976 10.03200 
OCllllllr'ld Ch.rge 15,.45· S3.65-

CUitomer Charge 110.00 '10.00 

• 
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APPENOIX I 
PACIF'IC GAS AND EI.ECTRICCOIotPANY 

E~~ECTIVE Ol-Ol-~O 

SChedule chang~s to interruptible serviCe for all AG ,chedules: The following passage will be added 
a~ Section 12 of ScheduleD AG-l ~nd AG-6. and as Section 14 of Schedules AG-4. AG-S. AG-V. and AG-R. 

AG-INTEPgUPTIBLg sgpvleg 

The cu,tomer may be eligible,. at PG&E'·:s di,cret10n, to pol"1;1c1pote 1" the compol'lY', 
ex~erimental agricultural interru~t1ble program. If the customer part1cipate~. 1t wi" 
receive credit, for a"owing PG&E to interrupt IIItrvice, Interrupt10", aro s10naled by PG&E 
through a remote-controlled :switch installed on the customer', pump, The provh10n, of 
these conditlon. are avallable under one of the following three options: 

PER-SIGNAL 
Max1mum CREOI'T 

Number of Iotaximum Maximum (pel' kw of 
Consecutive Number of Intel'I'upt10n Intff1'rupt1ble 

I !l1:,,·rWI2~ i QClI I!l~~I'·twl2~jQ!l:! L,nSl~h ~SZl2gJ 

Option A 2 days 2 pel' week. 
20 pel' 'lear 

4 hour. Sl.86 per 
s1gnal 

Optlon B 1 day 2 pel' week. 4 hours Sl.49 per 
20 pel' year s1gnal 

Optlon C 2 day, 2 per week. 
20 per 'lear 

6 hours S2.47 per 
s1gnel 

The customer's 1ntel'ryptible lOpd (measured 11'1 kw) will be determ1ned by PG&E based upon 
elthel' the customel"s billing demlJl'ld (menUl'ed by PG&E'. demand meter' 01' the nameplate 
rating of the cu:stomel"s pump. If bill1ng demand 01' nameplate rat1no 1s not ava1lable. or 
lf more thlln one d1Dcrete lOad is served through the customer'·11 account" PG&E w11 1 ule telt 
data (01' other available data) to· determlne interruptible load. Interl'uptionll of lIervice 
are limlted to weekdayo between the houro of 10:00 lI.m. and 8:00 p.m. during the ,ummel' 
sea,on. 

~Ol' mok1ng its pump ava1lable for interruptlon. the customer wil' l'ece1ve a p,I'-,1gnel 
~ each tlme PG&E lntel'rupts tne pump by 111gnal1ng tne remote-contl'o"ed ,w1tch. 

The per-s1gnal Cl'edlt. less any penalty for noncompliance. wl11 be applied in full to the 
customer's regular blll provlded that the average rate pald ls not 'ells than that Energy 
COllt Adjustment Clouse ,hown· in the Rate SUmmary sect 101'1 of the Prel1m1nary Statement. 

The customer will be provided wlth the means to ovel'l"lde I'emote-contl"ol'ed 1ntel'I"upt10ns to 
sel'vlce. If the cu,tomer chooles to operate its pump- during an interruption p.r10d the 
customer wl" be required to· pay a penalty for the electriCity ulled 11'1 the 1nterruptlon 
period,s,. Th1s penalty il in addition to regularly appllcable Charoes. Penalty charges 
are 05 follows: 

Option A 
Optlon B 
Opt10n C 

P~I'IQ 'ty p:r kwb 

$0.47 
0.37 
0.62 

If the customer does not use the overrlde feature during the course of a calendar 'leal', it 
earns an c"d-of-y~,~ booy~. Tne bonus sha" be 40 percent of the total per-signal credits 
earned in the year. 

Curlng emergenCy ,periods on PG&E', ,ystem, tl'le customel"s pump may be 1nterrupted in a 
manner not consistent wlth the conditions descl'1bed IIboye. Such on emergency could b. 
caused by the fal1ure of PG&E's genel'atlon or tl"ansm1s110n equlpment. effects of severe 
weatner condltlonsr PG&E", requirement to keep contractual supply agreements wlth other 
ut111tleo. or l'equ1rements of regulatory agenci.s. Tne CUltomel' w1ll b. osked to make lts 
best effort to-accompl1sn PG&E's I'e~uellt for interruptions. but will not be penal1zed for 
non-comp Hance when. PG&E lntel'l'upta ,.r" lce for such 1I),.tem emtl'ger;e 1., in· a lIIanner 
lncon,1:Itent with tne cond1tions of th'1:I prOOl'lIm (detlcribed lIbove). However. if emeroency 
lntel"l'uptl.ons are made con:J1:Itent with the IIppl1cllble condition:s of this proorllm, tne 
customer wi·" be Hable for the noncompl1ance penalty descr1bed 11'1 this lIect10n • 
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Schedule LS·J 

Switching charge (S per circuit) 

Energy charglt ($ per kwh) 

APPENDIX J 
PACr,rC CAS AND ELECTRIC 
ADOPT!O sTREeT LICHT RATES 

PAGE 33· 

Sl.OO 

$0.07396 

(END APPEND rx 1) 
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A. 

A&G 

ACAP 

ACWA 

AGA 

ALJ 

Anchor 

BART 

BRPO 

Btu 

CACD 

Cal-SLA 

Cal trans 

CCFT 

CEC 

CPOC 

crBr 
CFM 

CIEE 

CIS· 

CLECA 

L11t of Abbreviations 

- Application 

- Administrative and General 

- Annual Cost Allocation Proceeding 

- Association of California Water Agencies 

- American Gas Association 

- Administrative Law Judge 

- Anchor Glass Container and Energy System 
Engineer&, Inc. 

- Bay Area Rapid Transit District 

- Biennial Resource Plan Opdate 

- British Thermal On it 

- Commission Advisory and Compliance Division 

- California-Nevad~ Community Action Association 

- California City-County Street Light Association 

- California Transportation { 

- California Corporate Franchise Tax 

- California Energy Commission 

- California Pu~lic Otilities Commission 

- California Farm Bureau Federation 

- Common Forecasting Mathodoloqy 

- California Institute for Energy Efficiency 

- Case Information System 

- California· LarqeEnerqy Consumers Association 
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00\. - California MAnufacturers Association 

COMPRESS - Computer-Produced Estimating System 

Contra Costa - Contra Costa County 

COTP - California-Oregon Transmission Project . 
csa - Cogeneration Service Bureau 

C'rPA - California Travel Parks Association 

D. - Decision 

DGS - California Department of Genoral Services 

DH&S - Deloitte, Haskins and Sells 

ORA - Division of Ratepayer Advocates 

DSM - Demand-Sid.e Manaqement 

• EAO 

ECAC 

- Expedited Application Docket 

- Enerqy Cost Ad.justment Clause 

Edison - Southern California Edison Company 

EEl - Edison Electric Institute 

ELFIN - Produetion Cost Model 

EPMC - Equal Percentaqe of Marqinal Cost 

EPRI - Electric Power Research Institute 

ERA - Enerqy and Resources Advocates 

ERAM - Electric Revenue Adjustment Mechanism 

ERI 

ERTA 

- Enerqy Reliability Index 

- Economic Recovery Tax Act of 1981 / 
EUE - Expected, Unserved Enerqy 

FAMIS - Finaneial' Management Information System 

• 
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rASB 

FEA 

rEIP 

FERC 

FF&U 

GO 

GPLF 

GRC 

GWh 

HMO 

HV'DC 

I. 

IER 

Indust.rial Users 

kV 

kWh 

LADWP 

League 

LIRA. 

LOLP 

MAAC 

MIP 

MMBtu 

M&S 

- Financial Accountinq Standards Board 

- Federal Executive Agencies 

- Funding, Evaluation, and Implementation Principles 

- Federal Enerqy Requlatory Commission 

- Franchise Fees and Oncollecti~les 

- General Order 

.. General Plant. Loadinq Factor 

- General Rate Case 

- Giqawatt.-Hour 

.. Health MAintenance Organization 

.. High Volt.age Direct. Current 

.. Invest.igation 

- Incremental Energy Rate 

- Industrial Users 

- Kilovolt. 

- Kilowatt-Hour 

- Los Angeles Department of Water and Power 

California League of Food Processors 

.. LoW-Income Ratepayer Assistance 

- Loss of Load ProDabi1ity 

- Major Additions Acljustment Clause 

- Management Incentive Plan 

- Million British Thermal .Units 

- Materials and Services 
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• 
H&O - Maintenance and Operation 

MS1 - Materials and Service Index 

MW - Megawatt 

NAAUC - National A8soeiation of Regulatory Utility 
Commissioners 

NOI - Notice of Intention 

NOx - Oxides of Nitroqran 

OCt'O-RCN - Original Cost Less Depreciation-Replacement Cost 
New 

O&M - Operations and MAintenance 

PG&E - Pacific: Gas , Electric Company 

PHFU - Plant Held for Future Use 

• P?&t 

PROMeD 

- Pacific: Power ancttiqht Company 

- Production Simulation Moael 

PRP - Pipeline Replacement Proqram 

P5D - Public Staff Division 

P5EA - Pacific Service Employees Association 

PO - Public Utilities 

PUPC - Power osers Protec:tion Council 

QF Qualifyinq Facility 

RCN-ECC - Replacement Cost New-Economic: Carrying Ch4rqe 

RD&D - Research, Development ana Demonstration 

RIM - Ratepayer Impact Measure 

ROE - Return on Equity 

'fW - RecreAtional Vehicle 

• 
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SAPe 

SCC 

SCRUB 

SDG&E 

SMUO 

TCAP 

1'COAP 

TES 

1'OU 

'l'RC 

TURN 

WACOG 

WMA 

W/l'mE 

UEG 

UFR 

tInocal 

ZIP' 

- System Average Pereentage Change 

- 'l'ecoqen, Inc., M.f.lpit4s Unified School District, 
and o~her members of the Small Coqenerators of 
California 

- Schools Commi~tee to Reduce Utility Bills 

- San Diego Gas & Electric Company 

- Sacramento Municipal Utility District 

- Target Customer Appliance Program 

- Target Customer Direct AsSistance Program 

- Thermal Enerqy Storage 

- Time of Use 

- Total Resource Cost 

- Toward Utility Rate Normalization 

- Weighted Average Cost of Gas 

- Western Mob.:1.1ehome Association 

- Women ana Minority Business Enterprises 

- Utility Electric Generation 

- Underfrequency Relay 

- Unocol Corporation 

- ZerO-interest Load Program 

(EHD OF APPENDIX Jt) 
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Page 1 

PlAnt ijtld for Future Use Guideli~5 

1. This appendix presents quidelines by which the 
reasonableness of including or maintaining items in Plant Held for 
Future Use (PHFU) can be judged. These quidelines are applicable 
to Paeifie G~s and Electrie Company. 

2. The guidelines are as follows: 
a. All items in PHFU must have a specific plan 

for use. 

b. The need for each item mU$t be justified 
before being placed in PHFU. 

c. If, at any time, the needs or plans tor the 
use of an item chanqe $0 that a specific 
plan tor use no longer exists, the item 
shall be remov~d trom PHFU. 

ct. The maximum time period for maintaining any 
item in PHFU prior to its inclusion in a 
construction budget is shown on the 
following table and varies from three to 10 
years depending on the type of plant. 

e. 

f. 

g. 

If, after the allowed time period, an· item 
has not been included in a construction 
bud~et, the item will be removed trom PHFU 
unt~l such time that it is included in a . 
construction budget. 

The maximum forecast period tor a project 
in a construction budget will be no more 
than five years. 

Therefore, the maximum time any item could 
be maintained in PHFV prior to the start of 
construction will be S to· 15 years 
depending on the type of plant. 
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El~kttic And Gos utilities 

Production Plant: 
Power Plant (New) 

Transmission Plant: 
.......................... 

Transmis5ion tine & Substation 
(related to new Power Plant) 

........... 
Transmission tine & Substation ........... .. 

(not related to new Power Plant) 

Oistribution Plant:. 
Oistribution Substation .~ •••••••••••••••• 

Gas storage!- ......................................... . 

Timt= Peri~ 

10 years 

10 years 

5 years 

50 years 
50 years 

General Plant:: ................................ 3 years 
3. A specific plan implies that the utility knows exactly 

what the item is qo·inq to be used for .. 
4. For the purposes above, that a construction :budqet 

project should:: (1) have :been reviewe4 by the utility for need and 
eost~ and (2) :be part o! the capital bud~et prepare~ by the utility 
annually and authorized :by the utility'S management. 

5. There may :be special cases where striet adherence to a 
set of guideline~ sueh as listed above may not be appropriate. 
Such exceptions ean be judged on their own merits on a case-by-ease 
ba~is. In these cases, should the utility exceed the maximum time 
period for an item without inclusion in its capital budqet~ it must 
satisfactorily establish the following items in order to keep. the 
item in PHFt1: 

. . 

a.. There is still a definite plan and need to 
retain the item in PHFO; 

b. Economic analysis justifies the retention; 
and 
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e. There are mitigating eire~stances to 
require the retention. 

6. It is desirable to establish criteria in order to 
minimize the altl,ounts of PHFtJ to be ineluc1ed in rate ))ase. As such, 
the adoption of the foreqoinq set of guic1elines is necessary to 
provide utilities and ratepayers with reasonable ratemaking 
treatment of PHFV. 

7. Nothing in this exhibit should be interpreted as 
precluding the ability of the ratepayers to' recover gains on sales 
of plant that has at some time earned a return aa PHFtr. 

(END OF APPENDIX L) 
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~ G. MITCHELL WILK, 'Commissioner, concurring: 

~ 

~ 

The General Rate Case is an important forum for the 
Commission to enact policy and review the implementation of 
policies carried through over time. The General Rate case can 
act as a gauqe of our progress, and of the temper of our current 
times. This ease reflects many of the 'important issues before 
us. I therefore take this opportunity to commen~ on several 
aspects of PG&E's rate design. Several elements of this rate 
design not only indicate policy directions for PG&E, but also 
send signals to all california utilities regarding Commission 
priorities. 

In the area of conservation, we close the 19805 with a 
return to the awareness of scarce resources Which marked earlier 
decades. We begin the 1990$ with a Hcollaborative processH in 
place, whieh will pool our collective knowledge and creativity in 
designing conservation and Demand-Side Management programs.. I 
reaffirm. my earlier statement at our Demand-Side Management En 
Banc that energy efficiency is Hback on the front burner. N I 
strongly urge PG&E and all other California energy utilities to 

,fully participate in this process. 
PG&E's budget for research and implementation programs on 

both the gas and electrie si'.:ie renews the eompany's commitment to 
energy efficiency. This co~~itment clearly lagged in the 1980&. 

The new life in these programs reflects both economic and 
environmental concerns: Doing more work with less energy is the 
key to our State's SUstained competitiveness and environmental 
quality. 

The expansion in PG&E's efficiency program.s. that we approve 
today is just a first step. The Commission expeets to see many 
additional initiatives from PG&E and the other requlated 
utilities in the months ahead. We will be satisfied with nothing 
less than international leadership in the delivery of eost
effective energy efficiency improvements. As California has led 
the country in s.tandards for appliance efficiency" in 
weatherization programs, and in policies designed'to protect our 
air, water, and wildlife,. so California can be a leader in energy 
resource planning and conservation. 
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Utility effioienoy depends on aocurate oosting and use of 
our resouroes. Consumers must get straightforward eoonomio 
signals from utilities which tell them what their oost is to the 
system, and where the best value is for their dollars. These 
signals must be accurate for all olasses of ratepayers, and this 
oentral polioy objective is carried out in two further areas of 
rate design~ ~he closing of the gap between Tier One and Tier 
Two rates; and the movement of different classes towards equal 
percentage of marginal cost (EPMC). 

Senate Bill 987 required the Commission to olose the gap in 
Tier One and Tier Two rates ~y January 1991. This decision 
follows the mandate of the Legislature ~y lowering the 
differential another 25% from current levels. I believe we have 
furthered the legislative course set in 1988 ~~ile als~ taking a 
middle ground between the various rate design proposals. The 25% 
rate shift now will prevent undue rate shock both in January 1990 
and January 1991, but more must be done. The other ener9Y 
utilities must follow PG&E's lead by narrowing the Tier one/Tier 
TWo differential and getting on target for 1991 • 

During the next year, the Commission must determine how 
much farther to go in closing the Tier One/Tier TWo gap. Zbe 
Commission must dee ide what level of difference between the two 
rates, if any, will aet as an incentive t~ consumers to conserve 
and whether this is the best way to accomplish such objectives. 
With the help of utilities and conservation groups, we should 
identify the need for and level of a target conservation premium 
and plan a schedule for achieving it. 

While the Commission moves to realign the Tier One and Tier 
Two rates, we have already implemented a l5% discount for low 
inoome customers to' help ease this customer class into the new 
rate structure, as mandated by statute. In 0.89-09-044 the 
Commission recoqnized that this discount currently subsidizes 
low-income ratepayers to a qreater extent than the old Baseline 
program. When the qoal of the legislation is fulfilled,. low
income ratepayers should be receiving the same amount otrate 
relief--but no more --that they formerly,rec:eived'through 
Baseline., 
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The Commission however, has not made as much proqress in 
another policy area in this ease: The movement ot agricultural 
rates towards their equal percentage ot marginal cost. It has 
long been the Commission's objective to adjust rate design to 
reflect cost-based rates. CUrrently, facts in this ease appear 
to indicate that the rates tor the agricultural class are beneath 
marginal cost much less EPMC levels. Bringing most ot those 
classes below marginal cost up to such levels would require a 
large rate increase tor some customer groups. The Commission 
recoqnizes that movement towards cost must be done in increments. 

Agricultural interests should be put on notice today that 
the matter ot their rates will be examined at length in 1990. A 
broad study ot agriCUltural rates will )je completed. by November 
5, 1990, so that the Commission can pinpoint where these rates 
tall with respect to their marginal costs, and EPMC. Once these 
studies are completed, they will provide a basis tor changes in 
PG&E's rates. I urge the Commission to, take the earliest 
procedural opportunity, such as the rate design window, to 
implement any changes. Should the studies, as predicted, retlect 
substantial gaps between current rates and more equitable cost
based rates, some ratepayer groups within the agricultural class 
may need to prepare tor additional rate realignment. 

Painful as these adjustments may be, in the long run, 
customers must make choices on electric use which reflect the 
cost ot that use. At the very least,. ratepayer <]roups must be 

prepared to shoulder the marginal costs of their utility service 
and not depend on other ratepayers t~ do so tor them~ 
Ultimately, the commission has recognized that the movement ot 
rates to EPMC will result in better utilization of resource& and 
fairer rates. ' As we look to the future, we must put proqrams in 
place that appropriately value our resources in the interest ot 
all ratepayers_ a ~ 

~~ .-
G. MITCHELL, WILK, Commissioner 

December 2'0, 1989 
San Francisco, California 
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JOHN B. OHANIAN, Commissioner, Concurring: 

I am generally very pleAsed to support this deciSion, and 
I offer congratulations to ALJ's Gregg Wheatland and Brian Cragg, 
as well as Commissioner Hulett and his advisors, for their 
efficient and sensible resolution of the mAny issues in the case. 
I offer the following specific comments: 

~l:?lo Canmn • The Commission has made extra efforts to 
assure that the allocation of costs to Oiablo Canyon is done 
correctly. The isolation of Oiablo Canyon from conventional 
utility functions may presage similar Commission effort on other 
allocation problems, and it is important to· get started ~n the 
right foot. I am d.is,,"ppointed that PG&E, in proposing- that costs. 
be allocated. on an incremental basis, has such A short memory of 
the spirit and. intentions of the settlement that was 'signed only a 
year ago. For example, it is irrational to assume that PG&E'a 
management time s.pent on 01ablo Canyon should be pAid by 
ratepayers. The further stud.ies that are ordered should remind 
PG&E that only cooperation and fair dealing can prevent Commission 
accounting oversight from becoming contentious and burdensome to 
both the utility and the Commission. 

Management Incentive Plan. I am impressed with the ALJ's 
resolution of the funding of PG&E's proposed Management Incentive 
Plan (MIP). Such a plan should not be considered separately from 
management salaries. Rather than reviewi.ng salaries and incentives 
independently~ our mission should be to authorize reasonAl)le 
management compensation levels, leaving the proper split of 
salaries and incentives toPG&E's discretion.. We do, not want to 
"micromanage" PG&E's compensation pol.icies • 

- 1 -
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Prod2ctivjty. I am intrigued by ORA's idea that future 
productivity studies should include capital costs as well the 
operating expenses conventionally studied, and I look forward to 
future work in that area. 

Gain-on-Sale. Regarding disposition of gain-on-sale, I 
agree that this case should not be used to- set Commission policy 
for future decisions. However, despite PG&E not meeting its burden 
of proof in this proceeding, I believe that disposition should De 
reserved until Commission policy is further developed. We intend 
to do so soon, in investigating the sale of SOuthern California Gas 
Company"s o,ffice building. We have made many such deferrals in the 
past. 

Economic Oevelopment Rates. I thank my colleagues for 
their support of my alternate language on economic development 
rates. The practical impact of the chAnge is trivial because PG&E 
will likely not be adding new electric generating capacity during 
this rate case cycle. I urqe that such rates be approved whether 
PG&E is short of capacity or not • 

~~t2ko~leet;ic ~te3. I concur with the adopted 
changes in the agricultural rate cap, downward from $% to 2% over 
SAPC. I hope we are not leaving too much revenue to be alloeated 
next year, with attendant "balloon payment" problems. We have 
resolved to movo rates toward EPMC for all classes, but I 4m not 
entirely comfortable with our treatment of agricultural customers. 
I look forward to the upcoming studies of not only specific 
agricultural rates but if possible our approach to these rates in 
general. 

Con~e~oti2n Policies. I accept the revisions to the 
Proposed Decision regarding DRA's FEIP proposal. Reliance on the 
total resource test in approving programs will do little more than 
confirm current policy. As well, concentrating our efforts on 
energy efficiency ",nd load management programs. is essentially 
staying the course. I am concerned,. though, that ill incentive 

• - 2-
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programs might be swept forward on the same basis as energy 
efficiency projects. I believe that the "free rider" problem, in 
which incentive beneficiaries would have undertaken conservation 
actions even without the incentives, deserves careful scrutiny. We 
may later wish to adopt different standards of review for incentive 
and non-ineentive programs. 

.a. - ~ :: •• ___,., OI!: 

..... ~:. . :.. 

December 20, 1989 
San Franciseo, California 

- 3 -
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FREOERICK R. OUOA, Commissioner, concurring. 

I generally concur with the majority decision ~ut have 
three specific concerns and several additional comments. The 
concorns are as tollows:. (1) I am concerr~e<1 about our lack ot 
progress towar<1s full EPMC for the agricultural class: (2) I am 
concerned about the treatment of nonfirm incentives for large 
electric customers; and (3) I am concerned about lack of clarity 
in our policy framework for demand-side management COSH) funding 
and implementation. 

With respect to our lack of progress on agricultural 
rates, I believe that the Commission's continuation of a special 
rate cap for the agricultural class is of questionable ~enetit in 
the long run: we are merely forestalling the <1ay when they must 
pay their fair share of the revenue requirement.. In the 
meantime, the Ag class faces electricity prices which improperly 
signal their relative cost responsibility and merely delay 
necessary adjustments in their production and electricity use to 
some uncertain future. There is no free lunch in electrlcity 
cost allocation: we all pay when there are improper price signals 
through the inefficient production and use of other resources. 
While I am interested in the propose<1 ad<1itional marqinal cost 
studios, I believe that the current marginal cost studies are 
quite refined and are certainly adequate to support further 
movements toward full EPMC for the Ag class. 

With respect to the rate design for large in<1ustrial 
and commercial customers, I find the methodology for 
determination of nonfirm incentiv~s confusing and possibly 
inconsistent. Again I suggest that proper price signals are 
important to increase our economic efficiency. As ORA an<1 the 
large electricity users have suggested in comments, the· method 
adopted to calculate nonfirm incentives may not properly consider 
the value of the interruptible· service option. The <1ecision may 
confuse the approach use<1 for retail ratemakingwith an approach 
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using avoided cost for supply-side ratemaking. I find it 
surprising that the ALa rejected a joint exhibit that resolved 
many of these related issues and was opposed only by TURN. 
Moreover, while most parties agreed with the use of a value-of
service basis for the under trequency relay (OFR) option, the ALJ 

rejected that approach in favor of an approach based on marginal 
coincident capacity cost. I raise these matters because ot my 
concern for the long-term viability of utility service to large 
customers that are most able to leave the system. My 
recommendation for future nonfirm rate design, and for the 

.upcoming workshop on this subject, is that parties actively 
pursue some common ground of agreement on a consistent approach 
tor calculation of nonfirm incentives. Moreover, interested 
parties should focus on economically efficient alternatives to 
further unbundle the system which rely on value of service 
methods. The method proposed by ORA and PG&E for the under 
frequency relay option (OFR) is one such example where value-of
service is an appropriate basis for differentiation in rate 
desiqn. 

With respect to OSM, I believe that the decision could 
be somewhat more clear in its emphaSis on the basis "ror "run<1.ing 
various programs. While I tind no, fault with the funding levels 
chosen tor programs, I am concerned that the Commission seems to 
have moved away from reliance on cost-effectiveness as the 
indicator of the extent to which DSM programs should be funded. I 
am also concerned about the Decision's relative silence regarding 
the use of the Rate-Impact Measure (RIM) Test, which indicates 
the change in rates and the change in utility contribution to 
marginal revenues resulting from use of OSM. I believe that 
utilities are very concerned about the effect that rate levels 
have on their competitive position and that the RIM"Test should 
be used as a secondary test for the aggregate of all programs. in 
a utility'S OSM portfolio.. I would also· reintorcethe majority 

- 2 -
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opinion with respect to my support tor use of the All Ratepayer 
Test, but again have a recommendation for future consideration in 
commission OSM related proceedings~ the All Ratepayer Test should 
be used to internalize environmental and social costs to the 
greatest extent possible to· more properly guide future D~ 
funding decisions. As with our system of adders '1!or avoi4ed cost 
payments, the inclusion of environmental costs is appropriate and 
necessary in order to directly address issues related to regional 
and global environmental constraints. On the issue of the FElPS, 
while I respect the hard work of the DRA in this regard, I will 
not $UPport a complex and over-arching approach to- DSM regulation 
such as the original FElPs proposal provides. To reiterate, the 
Total Resource Test, with externalities included, provides 
substantial guidance on the efficiency of OSM options that 
compete to displace electricity as well as gas. In combination 
with the RIM Test, I find this information sufficient in most 
cases to guide the Commission in its consideration of resource 
options • 

With respect to Women and Minority Business Enterprise 
(m!8E), I especially commend PG&E and its staff tor their good 
work in making an excellent showing ot progress toward meeting 
the WMBE goals set by General Order (GO) 156. As this order 
states. at page 15$, the reported WMBE business levels increased 
from $102 million ( ... ) in 1987 to over $1~2 million ( ... ) in 1988. 
PG&E has shown significant progress in bringing participation by 
minority and women owned businesses int~ their corporate 
expenditures. Since these advances were made within the system 
of required quality and price competition, this is truly a win
win result tor PG&E, for MWBE organizations, and tor all of 
California. 

I als~ wish to comment on the Research Development and 
Demonstration (RD&O) section. I approve of the total proqram. 
levol of $36,732,OOO~ Consistent with the recent past much of 

- 3 -
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this program level sustains projects alrea4y un4orway. To the 
extent it can, PG&E should respond to· our increased environmental 
concerns and redirect its focus t~ projects especially in the 
natural gas end use area, whieh can ~ring increased efficiency, 
economy, and environmental benefits (the three E/s). There are 
opportunities tor coordination of projects, and direct 
collaboration in the gas area. New gas burninq engines, both 
stationary and mobile, together with new burner technology and 
NOx reduction are likely projects that deserve attention. 

Lastly, I aqain commend PG&E and its statf tor their 
excellent cooperation and support ot the california Utility 
Research Council (CORe) and the Calitornia Institute for Enerqy 
Efficieney (ClEE). It has taken many hundreds ot man hours to d~ 
the planning of past proqr~ and in planning the future. The 
year 1990 and the new deeade provide great opportunities for RO&D 
successes. We wish you well. 

W.ith these recommendations and comments I jOin todayls 
majority opinion • 

December 20, 1989 
San Francisco, California 

- 4 -
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4. Generation capacity, as a ratio of the 
nameplate capacity of Diablo Canyon to 
nameplate ratinq of all of PG&E's 
generating units. 

PG&E vigorously criticizes ORA's spec 
allocation. We agree with many of PG&E's cri 

First, PG&E correctly notes that e use of ~gross plant~ 
seriously overstates Diablo Canyon's 1mpa on A&G costs~ Oiabl~ 

Canyon, as a new plant, represents 3&% total plant because it 
has a higher historical cost than othe ~lder plants on the PG&E 
sy~tem. 

Second, PG&E states thatrhe use of generating capacity 
and. annual energy output weigh t~ allocation too heavily toward 
the size of the facility, such~t the use of both amounts to 
double counting. PG&E ob·jec:tslthat ORA has removed factors which 
do have a causal connection 0 common costs, such as the number of 
employees, and replaced th with factors· which allocate a 
disproportionate share of oats based on production. We agree with 
PG&E that generating cap city and gross plant, the combination of 
factors selected by 0 , weighs the balc~"nce too heavily toward the 
size of the facility. 

'l:'hird,. PG& properly observes that the use of ~annual 
energy output II· is tally defective when the plant ·is not 
operating. We se no possible causal connection between the enerqy 
output and admin' trative and general costs~ Indeed, if the plant 
is not operatin and requires add'itional repairs, maintenance, and 
management att ntion, Diablo Canyon related A&G expenses ~i9'ht 
actually incr ase; yet, ORA's four-factors would decrease the 
alloeation. 

I s~~ary, we find that three of the four-factors in ~ 
ORA.' s all~ation do not bear a reasonable relationship to the costs 
to be all cated. and are not a reliable means of estimatinq A&G 
expenses esultinq from operation and maintenance of Diablo- Canyon. 

\ 
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clear. We were therefore disappointed that PG&E's affirmative 
showing in support of a 1,400% increase in funding consiste of 
just three short para9rapho. At a minimum, PG&E's. affi 
showing should have consisted of a reasonably detailed 
of the new program and a direct response to each of t 
posed ~y the previous decision. 

We remind CACO that our order directin that further 
workshops be held is still outstanding. We e~ct that workshops 
will ~e held in the near future. This proceeding will remain open 
for these workshops on management efficien¥~ and incentives. 

c. AeC9gnt 943: Ou1:side seryieeQ / 

Account 923 includes the fee~nd expenses of 
professional consultants and others ~ general services which are 
not applicable to· a particular ope,atinq function or to other 
accounts. Account 923 also· incluaes the pay and expenses of 
persons engaged for a special o:!temporary administrative or 
general purpose. l' 

PG&E's estimate ex='eds ORA ~y $0,653,000, due to use of 
a different methodology fo;!estimating base expenses in this 
account. Before we disc~ the 1990 forecast, we will review the 
difficulties encounterecfby ORA in obtaining an accounting of 
PG&E's outside servic~expenditures in 1987. 

In Novembe~1988 ORA requested a listing of outside 
services in 1987, 
booked. On Dece 
In providing th 

th the accounts to which the amounts were 
er 30, 19S8, PG&E provided a copy of PERC Form 2. 
list, PG&E explained: 

"This eport is preliminary, in that it .is 
sub oct to verification and change. It i! the 
re It of a substantial effort, and it 
r· resents the most complete data available at 

is time. Due to the vol\l.me of information 
nd the number of documents that have t~ be 

examined to ob~~in this type of data,. PG&E 
requests that staff focus on epecific and 
significant vendors or char90s in further data 
requeste, if more information is needed, rather 
than on the 1 ist as a whole .. N' 
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PG&E should specifically target and improve the partic 4tion of 
business enterprises owned by minority women. ~ 

In 0.89-08-28, we recently clarified th~estion of 
goals relating to businesses owned by minority w~en. 
Specifically, we amended S 6·.3 of GO 156 to- r4ire thAt goals Qe 

established for both minority women ownea ~~iness enterprises and 
non-minority women owned business enterpdses. 'I'hese goals .o.re to 
be .0. su~set of the overall goal for w/~s established by S 6.2 
(initially 20% for both women owned b~iness enterprises and 
minority owned business enterpriSe~)~ These qoals are intended to 
ensure that utilities do not dir,ct their W/MBE procurement 
programs toward non-minority w~en and minority men owned business 
enterprises to the detriment or exclusion of minority women owned 
business enterprises. / 

We also addressed the recording of contracts with 
minority women owned bu~ess enterprises toward compliance with 
the goals set forth in;GO l56· S 6.2. This section provides for 
initi.o.l long-term goAls of not less than 15% for minority owned 
business enterprise/and not less than 5% for women owned business 

I 
enterprises, but does not specify .0. qoal for minority women owned 
business enterprdes. For the purposes S 6· .. 2, contracts with 
minority women-~ed business enterprises can be counteQ toward 
either the minofity owned business goal or the women owned business 
goal, but not/toward both. 

While we recognize the success to date of PG&E's W/MBE 
proqr~m, wtaqree that even a successful program can be improved. 
We urge PG E to give serious consiQeration to each of the 
recommend tions presented in the W/MBE Coordinator's testimony for 
improvem~t of its program. The W/MBE Coordinator m4y renew these 
recomme~ations, if necessary, in the next annual review of PG&E's 
W/MBE p/:oqram. 

0.88-04-05-7, as modified by 0 .. 88-09-024, requires the 
utili ies to jointly e8ta~li8h a central clearinghouse for the 
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Resouree Plan Update proceeding, and the resource plan used in the 
general rate case is not precedent for or binding on ~he resource 
plans developed in the BRPU. In the general rate case, however, 
the parties' perceptions of the need for new resources colors their 
positions on clemand-s:i.de management, RD&D, and mA%'ginal energy 
costs. 

V,[. Energy; Reliebilitx Inm 

The ERI serves several functions in the 
case, including modifying the marginal generation ~~~4~ 
derive demand eharges, and develop certain elements 
allocation and rate design. 

Calculation of the ERX eompares the ity's target 
reserve margin with the reserve margin resul from forecasts of 
the utility'~s demand and resourees for indivo£dual years.. The 
primary elements of this comparison are t~ forecast of demand, the 
forecast of available resources, and th/target reserve ~gins. 
These elements are closely related t~onq-term planning issues, 
and or~y PG&E and DRAmade complete resentations on ERI issues. 
A. Demand...zoree48:t 

All concerned parties greed to use the demand forecast 
developed by the CEC for ER-7 See Exhibit 138, pp. 3-4; 
Exhibit 70, App. D). 
B. 2.'a.;get Rese%'!e...Ha:(gin. 

The parties now~gree that the CEC's ad~pted target 
reserve margin of 17.5·% Should be used, although DRA arques that 
using this figure requu/es some adjustments to certain resource 

I 
assumptions •. ORA's pC)Sitions are discussed and resolved in the 
following section. 
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Second is the Assumption that the COmbU~tion turb ~ 
is the source of additional generation capacity, rather than j~n: 
proxy useful for estimating shortage costs. We think an ERI of 
less than 1.0 signals that resources other than the combus ion 
turbine may be the sources of marginal generation capac' y. The 
obvious example of this is capacity supplied by QFe. ayments for 
capacity supplied by QFs are based on the combustio turbine 
adjusted by the ERI, and the utility may reasonab 
rely on such QFs for marginal generation capaci ,rather than to 
install a combustion turbine. The existence f lower-pricec1 
sources of marginal generation capacity for tilities- with ac1equate 
capacity makes it logical to derive mArg 1 costs from those 
sources. Using the ERI adjustment to, r. fleet lower-priced sources 
of mArginal generation capacity is al 0 consistent with the 
conception ,of the combustion tw:bin as the mAximum shortage cost. 

Some parties have iticized the ERI for its 
volatility. We share these pes' concern that this volatility 
is undesirable when it affects rates. Taking the six-year average 
ERI suggested by ORA for use ~n revenue allocation and· rate design 
provides not only rate st lity, but also a reasonable balance 
between long-run and sho -run assessments of the need for and cost 
of generation capacity. 

for the six years of ERIs for this 
proceeding should be erived from the long-term resource plan. The 
average of the EIRs for the six years beginning with the test year 
is 0.42. In futur proceedings, the most recently adopted series 
of ERIs should ~ used to calculate the average ERI used in revenue 
allocation and ate design. The BRPTJ proceeding will likely be the 
primaX'jl" source of future series of ERI projections. 

We conclude that it is appropriate to adjust the 
ed cost of a combustion turbine of SS&,.17!)(!iI-yr. ~y 
average ERX of 0 .. 42 to' develop the marginal generation I 
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, " ~ 

capacity cost of $23.S9/kw-yr. used for revenue allozction nd rate 
design in this proceeding.. . , . 

2. ~1 'lrannd88ion <:ap.acity cosg . 
Marginal t:ansmission capacity costs refle the cost of 

ser'V'ing an add! tional JeW of demand at the transmisdon system's 

peak. :i:. 
ORA and PG&E agree that this cost sh ld be calculated by 

referring to data on demand-related transmis on additions and load 
growth for ten historical and five forecast!years. ORA also agrees 
with PG&E's basic est~te of these cost~of- $32.l9/kW-yr., which 
includes ORA's recommended treatment 0:e/iarge transmis8ion 
additions and TURN's proposals for chAriges to the general plant 
loading factor. ORA would add an ~djustment for franchise fees and 
uncollectibles, and'PG&E does no~ppose this addition to its basic 
figures. TORN appears to 8UpPO~ this resolution. 

We will adopt $31.8~w-year, the costs agreed to by PG&E 
, and DRA, as the marginal tr~mission capacity costs. 

3. MarQ'inal..J)i8tributi9D Capocity C08t§ 

Marginal distr~tion capacity costs are the costs 
required to serve an addi+tional kW of peak demand on the 
distribution system. Tlare are two components,. corresponding to 
the primary and second,/ry distribution systems. The distribution 

/ 
system perfo:r:ms both f capacity or demand-related function And a 
customer access function. Demand-related costs are allocated to 

I .. 
marginal capacity costs,. and costs requ£red to provide a eustome: 
with access to the/system are allocated to marginal customer eosts. 
The distinction ~tween these two functions. is not clear, since the 
same equipment ~n serve both functions, particularly at the 

ution level. Allocating costs between these 
come controversial,. and the disputes. about this 

allocation ar. addressed in the discussion of both marginal 
capacity and marginal customer costs. 
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W1thin the range of revenue 1nereoses that have ~ 
I 

discussed in this case, application of a cap of 5% plus SA,i)C 

I 

, / 
requires caps for only the agricultural ~nd.small l~qht nd power 
classes, and the 5% limit keeps these increases with' a range that 
we find reasonable' in light of all the circumstance ~ Other 

I proposals either move too slowly toward EPMC or r¥ult in 
unbearably large increases to some classes. " 

One exception we will make to CLECA"s!proposal has to do 
with the treatment of the streetlighting Cl~. CLECA imposed its 
floor of 5% below SAPe on this class. Oth~ parties advocated the 
immedic'1te reduction of this class' revenu6 responsi~ility to EPMC 
levels. We believe that we can and should make substantial 
progress toward reducing the burden o~this class. For this ease, 
therefore, we will move one-third o~the way toward the EPMC 
allocation for the streetlightinq class. We will also state our 
intent to c'ontinue this red.uctiof in the next three y€!ars, so that 
the streetlighting class will ;eceive its EPMC allocation in the 
next general rate case. Whet~er or not we are able t~ ca~ out 
this intent will depend on ;ie circumstances that we will face in 
the next three years. We qree with many of the parties. that the 
shift of revenues and the effect on other customers resultinq from 
this action will be fair y minor. 

The revenue ortfall due to the application of caps and 
the movement of the streetliqhting class toward EPMC should be 

recovered, as CLECA ~9gests, from all uncapped classes on an EPMC 
basis. / 

In addit~n,we agree with many parties that a revenue 
allocation based ~ these principles should take place whenever 
there is a subst ntial change in revenue requirement. ~he most 
likely and logi al forum for these allocations is the ECAC ease. 
The marginal c acity and customer costs we adopt in this decision 
should· be use in performing this allocation. 
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sales made under Sched.ule AG-5. This o.rgument supports ACWA' s // 
pOSition that the revenue shortfall associated with Schedule A~ 
should ~ shared by all classes. ~ 

We will adopt DRA's approach to intraclass rave e 
allocation. ORAts recommendation is consistent with 0 adopted 
approach to interclass revenue allocation, o.nd ~he commend.ed caps 
and floors are in line with the positions of seve~l other parties. 
B.. Allocation to Resideptial 2.'OQ Schedul.et / 

The assignment of revenue respons~~1tY to the sched.ules 
of the residential class ie complicated be~se parties have 
proposed two new TOU schedules. PG&E pr~bsed a new Schedule E-S, 
and DRA proposecl a new Schedule E-9. 'l'l;le details of these 

/ 
schedule& are described in the rate design section of this 
decision. ~ 

Although ORA and PG&E ag~e to'a large extent on how to 
. 7 

allocate revenue to the resiclentlial schedules, two major 
I 

differences remain. First, PG~ did not include ORA's proposed 
Schedule E-9 in its allocationf, because it opposes this sched.ule. 
This issue will be resolved/'hen we'decide the disposition of the 
proposed schedules in the section on rate design. 

second, the p~ies differ in their estimates of the 
usage characteristiCS o.nd number of customers on the new TOO 
schedules. ;I 

PG&E's approach relies on a number of assumptions About 
the average usage ~;lcustomers on the new schedules, the average 
rate for those schedules, and the number of customers who are 
likely to take se I. ce uncler the n,ew optiOnAl schedules·. 

ORA ar es that it refined a number of PG&E's assumptions 
and thus its re ults are more reliable than PG&E's. 

TORN s allocation to· residential schedules includes a 
proposal for revenue-neutral allocation to the existing TOO 
option, Sch ule E-7. As, an alternative to- this recommendation, 
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demand-~elated portion of marginal transmission capacity ~tS). 
Second, PG&E has indicated that curtailAble service has a 
potential to avoid all l:>ut 0.06,% of coincident demand- elated 
capacity costs under eur:ent circumstances. Third, 
the emergency functions of the nonfirm program are lmportant and 
perhaps undervalued by the ava1141:>le economic ap oaches. And 
fourth, the level of this incentive should be yn the proper 
proportion to the incentives for the other etements of the nonfirm 
proq:am. / 

After considering these f~tors and the limited 
record on this point, we adopt the ince~ive initially recommended 

I 
by ORA, S16.2S/kW-year, as the incentwe for customers with 0FRs .. 
In adopting this amount, we should ~ke clear that we have not 
approved the approach ORA took in /eachinq this fiqure. ORA's 

recommende~ incentive is adopted~cause it is the number presented 
in the record that best repres~ts our balancing of the 
considerations we have just d~cussed. 

Under the te~ of the joint exhibit,- the annual 
interruptible incentive is ;to be converted' to a cents/kWh basis and 
paid as a credit against ~e interruptible customer's monthly 
energy use. 

ion of the proper level of nonfirm service 
nsidered a9'ain in the near future.. We b4ve 

already suggested so e of the information and analyses that we 
would find helpful 'n resolving this issue more satisfactorily .. 
Information on how PG&E uses interruptil:>le customers to deal with 
unexpected disrup iOns, perhaps enhanced by computer simu14tions, 
would help in de ining the specific costs that should be considered 
in setting inte ruptil:>le credits. Information on the costs of 
measu~es like 'nereasing spinning reserve, improving reliability 
measures, and purchasing emergency capacity, which may De viewed as 
functional a ernatives to the OF.Rprogram, would also be helpful. 
We will clir t PG&E to sul:>mi t . a study and' proposal on nonfil:m rates \ 
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As a general mAtter, we agree with ORA that;the 
components of agricultural rate design should refleot their costs. 
In the past, we have attempted to avoid disruptiv~ate increases 
to agricultural customers, and we have taken 8uci steps as capping 
the revenue allocation to the class and intro~ing mAny service 
options to reduce customers' bills.. cost-J:)~d rates are another 
way to reduce to the cost of service to t~ class and avoid 
allocation-based increases by lowering t~ revenue allocation to 
the class. 

2. CQ1tomer Charge 
Both DRA and PG&E 

for aqricultural accounts. 
recommendation. 

3. 

d a $10 monthly customer charge 
adopt the parties' 

Both PG&E and' ORA a ree that the increase to maximum 
demand charges to Schedules G-l, AG-R, AG-V, and AG-4 should be 
capped consistently with t e overAll percentage cap used in 
intraclass rate design.. he parties differ, however, in the 
specific calculation of he cap. 

PG&E sets th cap at the swn of the interclass and. 
intraclass caps for t e agricultural class. PG&E believes that its 
recommendations resu t in moderate increases that permit sufficient 

, especially in light of the substantial 
increases in deman charges that resulted from the reorganization 
of agricult~ral s hedules in 1987-88 .. 

ORA ca s the increases to these schedules at five percent 
over the total ap on intraclass and interclass agricultural 
revenue alloca ion. ORA believes that a more aggressive movement 
to EPMC is wa ranted because the maximum demand charges for these 

in considerably below their EPMC levels. Although 
, percentage change lMy seem· large, the bill impact of 

its recomme elation is still witlUn DRA"s g041 of limiting the 
effects on individual customers' bills. 
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185. The parties agree that the CEC's adopted target reserve 
margin of 17.5%· should De used to calculate the ERI. j 

186. 0.89-06-048 adopted a formula for calculation f the ERI 
that differs slightly from the one PG&E and ORA used i~their 
original testimony. 

187. 0.89-06-048 chose an exponential, rather h4n a linear, 
formula, adopted a floor value of 0.4, and requ ed use of the 
target reserve margin the CEC adopted in ER-7. 

188. Use of the 17.5% target reserve ma:tgin of ER-7 and the' 
associatf.!d ""age-derating"' of capacity fro oi1- and qas-fireci 
generating plants reduces the capacity these plants in PG&E's 

./ 
/' 

/ 

service area by a cumulative total of 89 MW by 1992. ~ 
189. The determinations of this decision result in the ElUs V. 

shown in Appendix H. The average or the six years beginning with 
the test year is 0.42. 

190. ORA recommends adjust ng marginal capacity anci customer 
coste for franchiee feee and collectibles (FF&U). 

191. TURN points out t t the general plant loaciing factor ~ 
(GPLF) used by PG&E improp lyincluded costs related to gas 
ciistril:>ution. 

192. PG&E and ORA ree that use of the annualized cost of a ~ 
combustion turbine res lts in an estimate of marginal generation 
capacity costs of $5,5· G9/kW-yr. 

193. The ERI wa originally developed as a way to adjust the 
capacity prices pa to QFe to reflect the value of the additional 
capacity supplied y QFs to the utility'S system. The ERI was 
developed to off a way of reflecting the value of additional 

./ 

capacity to the ystem over a range. of relationships between ) 
resources and mand. 

194. TaJd. 9 the six-year average ERI suggested by ORA for use . 
in revenue al ocation and rate design provides not only rate 
stability, b reasonable balance between long-run and 
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.I 
214. A single agricultural customer can havJ multiple 

accounts, and the diversity of the accounts~.s Iccurately reflected 
by measurements of maximum demand at the fina line transformer. ./ 

215·. A new generating plant may be mor reliable than the / 
existing mix of resources and may permit ~decrease in the target " 
reserve margin. . ~ 

216·. When a utility's actual reserve margin is well above its / 
target reserve margin, an increase in/demand does not require any 
addition to reserves. ~ ./ 

217. In this case, all pai£rt endorse the EPMC approach to 
interclass revenue allocation wi h limits (caps and floors) to 
moderate the rate effects on p icular classes. ~ 

219. Revenues from spec! 1 contracts often differ from the 
revenues that would be coll ted if customers with special 
contracts were served unde the appropriate tariffs. . 

219. Removing all sa es and revenues associated with special 
contracts from the alloc ~ion process leaves the relationships 

/ 
among the other classe unaltered. 

220. In PG&E's 1 t general rate case we distinguished between ~ 
revenues from tariff ates that recover the types of costs that are 
included in the rev ue allocation (allocated revenues) and 
revenues that refl ct other types of costs or savings (nonallocated 
revenues) • 

221. SChedu~ AG-S applies to a 
many varying ci~umstances. 

222. The r te for Schedule AG-5 
223. The gricultural class has 

than other cl sses. 

large group of customers, with' vi' 
is close to margin4l cost. ~ 
a greater fluctuation in sales ~ 

224. Ge ration reliability problems affect all customers -/ 
equally, not just rural customers. 

225·. P &E and ORA differ in their estimates of the usage ,/ 
ics and number of customers on the new residential TOO 
DRA refined a number ofPG&E's assumptions. 
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292. PG&E's eost of painting streetlighting poles averages 
$0.82 per pole per month.. ',' / 

293. High pressure sodium vapor facilities served unde 
Schedule LS-l, Class B would be charged identical rates itlthey 
were served. und.er Class A. 

entation 

/ 
/ 

294. DRA proposes '~Fundin9', Evaluation, and. Impl 
Principles" (nIP) for DSM. The FEIP consist of so 6$ individual 
tenets covering all aspects of PG&E's current OSM rogram. 

295. We have stated a series of principles or evaluating DSM 
programs in the various decisions we have mad on DSM issues over 

\/'" 
/ 

many years. Many of the ~enets of the FEIP re restatements of 
policy determinations we have already made ~ 

296. The current relation of margi costs to average retail 
rates leads to low benefit-cost ratios or the RIM. 

297. PG&E proposes to eonsolidat the existing Direct ~ 
Weatherization, Low-Cost Weatherizat on, and Community 
Weatherization programs under the 
costs and improve the Direct Assi tance progrMlS' cost
effectiveness. 

298. Because of the high ost of retrofitting, the cheapest 
time to extend gas lines into new developments is when they are 
under construction. 

299. Under the TRC te ,incentive programs have very high 
benefit-cost ratios. 

300. Spending on th Energy Efficiency Incentive program 
dropped considerably in 1989 compared. to 1988. 

301. The Area D~ lopment Program is part of a coordinated 
effort on the state d local levels to' stimulate economic growth 
in certain depresse areas. These economic benefits, in 
combination with t relatively small amount devoted. to' this 
program', outweigh. concerns about long-term costs. 
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75. Class coincident demands for 1990 should be estimated 
using historical load factors derived from 1985, 1986-, an~l 87'.' 
load data, weighted by PG&E's hourly generation loss of 10 
probabil:i. ty (LOLP) forecasted for 19'90. Each class' hou y loads 
for each of the historical years should be sealed so ~t 
mUlt:i.ply:i.ng each year's hourly percentage times PG~ expected 
system loads for the test year produces the test y fS sales 
forecas·t. 1 /' 

76. Marginal generation capacity costs should be allocated V' 
entirely on the :basis of coincident demand. / 

77.. 'l'he diversity of customers' maximum demanc.s should be /'" 
reflected in the noncoincident demand as mtasured at the final line 
transformer.. / 

78·. ORA's allocation of marginaljtransmission and 
distribution capacity costs is reasonible. ./ 

79. ORA's proposal to :i.ncreasermarginal generat:i.on capacity ~ 
I 

costs by the percentage of the ta;get reserve margin' should not be 

adopted. / / 
80. In this case, applic~ion of a cap of 5% plus SAPC ~ 

requires caps for only the agtieultural and small light and power 
classes, and the 5%· limit~ilps these increasee within a range that 
we f:i.nd reasonable in li9h"Of all the circumstances. ~ 

81. It is reasonabl in this case to move one-third of the ../ 
way toward the EPMC allo ation for the streetlighting class. This 
reduction should conti e during the next three years, so that the 
streetlighting class w. 11 receive its EPMC allocation by the next 
general rate case. 

82. The revenue shortfall due to the application of caps and 
the movement of the!streetlighting class toward EPMC should be 
recovered from aluiuncapped classes on an EPMC basis. 

83. A reve~e allocation based on the prinCiples we adopt in y/ 

this. case shoulcltake place whenever there is a substantial change 
in revenue re~rement during the rate case cycle. 'l'he marginal 

L" 
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capacity and customer costs we adopt in this decision should be 

used in performing this alloCAtion. In these subsequent 
allocations, we will use caps and floors of SAPC plus or minu 5% 
as a guideline in developing a revenue allocation, exzept r the 
streetlighting class. 

84. The ideal allocation of revenues from speci contracts 
would maintain the relationships among the customer ~asses that 
would exist if the need for special contracts had ever arisen. 

8Sc
p Removing all sales and revenues from pecial contracts 

from the allocation process results in a reas nabla treatment of 
revenues from special contracts. 

86. Capacity savings from nonfirm, rvice ana load maMqement 
programs should be credited against th e customers' rates. The 
revenue allocation should then sprea the costs of the associated 
discounts to all customers. 

87. Revenues from Schedule G-5 should be included in the ~ 
revenue allocation like revenue from ~ny other tariff schedule • 

88. A eeparate ERAM acc nt for the agricultural class is not ./' 
reasonable. 

89p AWCA has failed 0' show that any substantial benefits are ~ 
likely to result from in estiqatinq whether all water pumpers 
should be classified a agricultural customers. 

90. ACWA has f led to' develop a record to support a 
reliability adjustm nt for rural customers. 

91. The rev ue allocation to schedules within a particular 
ClASS should be ounded by a cap or floor of 5% above or below the 
class' average ercentage change that results from the interclass 
allocation. ~ 

92. D~'s approach should be followed in developinq the ueaqe 
characteri~ies, number of customers, and resulting revenue 
alloC4!ltol to the new residential TOU schedules. . ~ 

93. 'l'he residential customer charge ::ecommended by ORA is not 
reason le at this time. 

I 
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to reduce their electric bill. and the lOAd"they place ~ 
system. ' ' / 

176. A $10 monthly customer charge for aqr1culttral accounts 
is reasonable. ~ 

177. It is reasonable to adopt a cap for tbe maximum demand 
/ 

charges of Schedules AG-l, AG-R, AG-V, and Ao/4,. set at the level 
of 5% above the sum of the interclass and 1ntraclass percentage 
caps. ~ 

178. ORA's recommendations for det&min.ing Dt4x.imum demancl 
charges for Schedules AG-SA, AG-SB·, a:ni AGo-SC, subject to a floor 
of current charges, are reasonable. ~ 

179. On-peak demand charges f agricultural TOO schedules 
should be set at EPMC levels. 

180. des.iqned to allow minimal 
energy use during a particula season. If the customer is 
recording more than the allo ed minimal use, then that customer is 
not truly a seasonal custo r of the sort ~h4t the demand charge 
limiter is designed to pr ect_ 

181. CFBF's proposa to apply demand charge limiters to the 
"A" series of agricultu al tariffs should not :be adopted.. 

182. For the ne the demand charge 11mi ter 
should be retained f the agricultural class with the increases 
advocated by DRA. 

183. TOU ener charges for the agricultural class ~hould be ~ 
set so that the a erage rate in each TOU period is proportional to 
the combined mar inal cost of energy and coincident capacity for / 
each TOU period 

184. The cremental cost of agricultural TOU metering above 
standard mete costs should be added to allocated revenues for TOO 
schedules to roduce the total revenue requirementr The meter 
charges on a ricultural TOO schedules should' be set at the 
incremental cost of TOU metering, roundod to the nearest f.ive 
cents. 
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204. The primary purpose of the Natural Gas Home program i8 to 
. overcome market barriers to installing efficient natural gas 
appliances. 

205. PG&E has not adequately justified the need for the fuel 
substitution portion of its electric heat pump incentive program. 

206. PG&E has failed to justify its Efficient OUtdoor Security 
Lighting program... . ,/ 

207. A reasonable budget for the Area oevelopmen~roqram is 
$1,000,000 for the electric' proqram and $500,000 fo the g4s ~ 
progrmn. 

208. PG&E' s and ORA's installation goal 0 20,000 TOU meters /' 
per year is reasonable. PG&E should contin to report on the 
progress of the voluntary TOO' program as ,rt of its annual ECAC 
eases. 

209. Installing 20,000 ZOO' meter annually should be viewed as 
a minimum, and PG&E's estimatedma~ saturation dates should be a 
goal, rather than merely an est~e. By the time of PG&E"s next 

rate case, PG&E should have a w~-developed plan for compl~t1n9 
I' 

the saturation of the various rkets for TOO meters. 
210. PG&E should vigor sly promote the planting of shade ~ 

trees in its service terr' ory. A coupon program targeted to 
specific areas or groups of customers should be part of this 
program. ~ 

211. PG&E Shoul~seek to maximize the cost-effectiveness 
its incentive progr~. 

212. The OSM !udget set forth in Zable 8· is reasonable. 

of l 
~ 

213.. 'rhe X'a?:, increl~ses authorized by this decision should be 
reduced by th:ftvailable unspent DSM' and RD&O funds from PG&E"s 
last qenj te case cycle • 
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IT IS ORDERED that: 
1. The Commission Advisory and Compliance Oivi 

shall investigate the extent to which conservation ~s led to 
reduced baseline quantities. The report of this ~vestigation will 
be due on April 1, 1990.. CopiGS shall be sarva/on the 
Commissioners, the assigned Administrati:lVL (Judges, the Division 
of Ratepayer Advocates (ORA), Pacific Gas a Q Electric Company 
(PG&E), and any other party requesting a opy. 

2. PG&E shall continue to work w~h the PUblic Advisor's 
Office to develop notices that are me~ingful to those who do not 
speak English. ;I 

3. PG&E is authorized and ~ected to file with this' 
Commission on or after the effec~ve date of this order, and at 
least three days prior to their~ffective date, revised tariff 
schedules for electric rates ~ set forth in Appendixes. 

4. The revised ~ariff~chedules shall become effective on or 
after January 1,1990 and ~all comply with General Order 96-A. 
The revised tariffs Shall;'pply to service rendered on or after 
their effective date. / . 

S. All transcrii corrections received are incorporated in 
the record. 

6. PG&E is authorized to file attrition adjustments for 1991 
and 1992 based on tlle results of operation adopted in these 
Appendices. 

7. PG&E Electric Revenua Adjustment 
Mechanism (ERAM) effective January 1, 1991 to reflect full 
implementation f the guidelines for plant held for .future use 
contained: in pendi" L.. The guidelines, shall apply to all plant 
held for fut e use regardless of the date of acquisition .. 
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28. PG&E shall submit a study and a proposal on nonfirm \ 
rates. The ALJ shall arrange for informal meetings or formal 
hearings, as necessary, to achieve the goal o·f refining the nonfirm 
incentives. 

29. PG&E is authorized to offer the economic dispatch option 
described in Exhibit 8.8, subject to the modifications suggested in 
this decision. 

30. For this rate case cycle, PG&E shall report annually on ~ 
the results of implementing and operating the economic dispatch 
option and submit the option to annual review. This report and 
review shall take place in connection with the reasonableness phase 
of the Energy Cost Adjustment Clause (ECAC) proceeding. ./ 

31. PG&E is authorized to withdraw Schedule E-Z4. ~ 

32. PG&E is authorized to offer ORA's proposal for a new ~. 
option, derived from Schedule E-2S, as a new tariff designated as \ 
Schedule B-26. ~ / 

33. PG&E is authorized to offer an experimental Schedule . 
E-11, based on the proposal of the/Association of California Water 

/ 
Agencies (ACWA), as modified :b~G&E. 

34. PG&E shall work witn ORA in reviewing the initial results ~ 
of the experimental SCheduJ.l' A-R'rP, ~fore expanding the program in 
1991. / 

35. PG&E shall re.vise its tariffs to apply the averaqe rate 1 
limiter to all of a s~ndby customer's regular service load, 
subject to the limi~tions described in this decision. 

36. PG&E, a;7part of its next qeneral rate case, shall submit 
/ 

a study of the )psts of metering and obtaining the data needed to 
distinguish ~tween the different types of standby service. 

37. PG& is authorized to withdraw the unconventional 
technology lowance of Schedule S. 

38. :e &E is authorized to offer experimental Schedule subject I 
to the li ltations stated in this decision. 
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39. PG&E is authorized to eliminate the 
Schedules AG-SA, AG-5B, and AG-5C. 

40. PG&E· shall install the necess~ ime-of-use (TOO) meters 
by May 1, 1990 to allow current customer on SChedule AG-6 to 
convert to TOO schedules. ;I' 

41. PG&E shall, submit a rep0rtystating the number of 
agricultural TOU meterB installed 1m. 1989, the number of requests 
for conversion received in 19~9' ~ month and by S,ched.ule, the 
backlog by'schedule existing at the end of 1989, and the average 
delay in responding to a requ at for conversion. The report will , 
be due on M4rc:h 15" 1990 I ayl shall De served. on the california \ 
Farm Bureau Federation (C)SF), the Power Osers P%'otection Council 
(POPC), ACWA, ORA, and, other party making a specific request to 
PG&E. 

42. PG&E's proP9Bal to transfer the high pressure sodium , 
vapor facilities se~d under Schedule LS-1, Class B, to Class A, ~ ~ 
is authorized. / 

43~ PG&E Sh,al continue to report on the progress of the 
voluntary TOUjE prAm as part of its annual ECAC cases. 

44.. PG&E all continue to file an annual report, by no later 
than March 1, '90, of its hazardous waste program and related 
expenditures. / 

45-. PG&E shall file an advice letter, no, later than 
I 

October 1,90, to true-up test year 1990 ratemakinq federal 
income tax xpenses, consistent with 0.89-11-0S8. The resulting 
difference in revenue requirement shall :be included in PG&E's 1991 
attrition adjustment. 

46. The Petition OF ORA to set aside submission and reopen 
the qen al rate case on the issue of an adjustment to account 925, 
relatin to fallout-type partieulate pollution claims is granted. 
The is ue of Aeco.unt 925· is reopened to- permit all parties to

submi upQcted infor.mation on all expenees included in Account 92S. 
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.... Funds authorized for Account 925 in this ~~ shall be subject 
to refund, pending our final decision on~is account~, 

• 

• 

47. If PG&E receives a variance frbm the Regional Water 
I 

Quality Control Board for its sur~ace poundment program, PG&E 
shall consult with ORA to identify her appropriate environmental
related uses for the amounts save y the issuance of the variance. 

48. PG&E shall report in it's next general rate case 
application on the progress, cotts and benefits of the 500 kV bare 
hand live-line training pro~ 

49. ate case and offset application~, PG&E 
shall show then current re enues by customer class for each revenue 
account in PG&E's prel ry statement. PG&E shall clearly 
segregate retail revenue's for which the CommisSion sets rates from 
all other revenues. P, &E shall separ~tely descr~bo te revonue 
relief requested for etail customers and for all other customers. 

5·0. Pacific G 8 and Electric Company is authorized and 
directed to file w.~h this Commission on or after the effective 
date of this ord ,and at least three days prior to their 
effective dated' evised tariff schedules for gas rates derived 
from revenue c anges as set forth in Appendixes such rates to be 
ealeulated as set forth in 0 .. 89-09-094. 

is effective today. 
___________________ , at San Francisc~, California • 
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APPENDICES G, H, I, AND J will be supplie~ 

"t " ltiltcr o"tc. 


