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OPIl!IQ.J 
, "", ' ' ' • , •• j .... \ ", ,.:' 

I. Summary of Qf;cision 
'... ..,.' 

. this, . order establishes., the. 199'2-' ratemaking,'eost:;of: 
capital for· Pacific Gas and· Electric Company: (PG&E) ,;; Southwest Gas 
CorpoJ:'ation~ (Southwest),' Sierra Pacific:- Power Company :(Sierra;;. ; 
Pacific) , .Southern California: Gas Company (SoCalGas):,:.>San:'Oiego-:,:C'as". 
& Electric Company (San Diego), and Southern'-CaJ:ifornia Edison 
Company (Edison-). , \ " 

Upon; consideration· of the market conditions, . trends;:' 
quantitative models, and joint· reeo:m:mendationo:e- the: parties.~,to' .• ' . 
this proceeding, we conclude' that .the 19~2"authorizedreturn:~:on :"
eommon equity and: overall, return on rate ,base for, the;' energy:,'.".": ::," 
util i ties should· 'be: ' ... ., " . ... , ;, .:: 

utility Common Equity· 

:12.65% 

.: Return"· on Bate' Base: '~.' . 
, . .. , . '. , ., ,' .• ,. .,,' ,'" " • -'I'~ 

'10~76'%' .,.'., 

.' . 
,< ".J 

PG&E
Southwest, - . ' 
Sierra Pacific 
SoCalGas 

: ,12:'.-7 S·: 
12.75 
12.:65 

" ", :;.1J::26 : ':"'.: .... :, :>:):,: ,,:.-:.: .~",' .. , 

san Piego; .• -.~ ',' . 
Edison 

': .. 12.-65-
12.65 

.. ':, > " ,,\ 
~, " -!, 

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

, JoO. 07 ",. ., ,'. ,.. .., .' 
'-: > '1'0':,:'4'9" .. , i'. \ \:,.. ". '" ~ •.• I', 

. '1.01"; 7'5',': . '<>"1 '.:.:..,r: ::::.,':-: 
' .... 'to 10,.59,,-,,, .. \ "".;~(_:'(:-( 1··1 .... ( .. ' .. ··,· .... ~'·'1 
.. '" ..... ~ .... " '" •.•• J,. .~J .. '..~ .t, .... ' ... ' ..... , c' .... 

. , ,These, rates of . return. on:~"common·equ.i ty" and~ rate",. basev are,.;' (\ .. , 

less than· those,. requested, by:", ·the·, , uti'l,i ties. and less than:: currently: .... :' ';: .• " 
authorizea ~y the commission. With the aaoption of the a):)ove-·"" 
mentioned returns, each utility',s.' revenue: requirement' for the 1992 
calendar year will be reduced, directly resulting,:in,-lower.;.ener9':(. 
costs to the ,ratepayers. PG&E's revenuerequirexnent;.will'~be';; . 
reduced by approximately $3-3.3 million, ,Southwest·'s:by,).,. '/,' 

. .. I" •• 

' •• u ". 

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

$0.3 million, Sierra Pacific's by."',$O,.'~ mi·llion~ S,ocalGas,~."by-:,.,::'~. l""~, ' 

$11.6. million, San Diego's by:· $6 .. 8' million~ ' .. and::Edison' s,by , ' .. ~ .... ,:. 
$22.8 million,. .., ,,:,.-, ,:".~." "','J:;" ,,' ·::."':C>:~"j(· 

.~. .'.~ . ., 
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II. Procedural »;!ckgrouna 
:. r .... " , <.~ 

Pursuant to Decision (D.) 89-01-040, the rate case plan 

for PG&E, Southwest,. Sierra -Pacific, SoCalGas.,-Sanoiego,.:Edison, 
and Pacific Power &, Light Company (PJ?&L)' was mod-i.fied,by·removinq·" 
the cost of~ -capital issue ~from: these.· ;energy utilitie's",: ~qen'eraJ) :·rate"· .' 
ease (GRC) proceedings andestablisheda-; separate 'generic~ ·:'annual 
cost of eapi tal (ACC) proeeeding .) ':' '::: .-;<) ::,' -:',' 

Beginning with May 8, 1989 and continuing on· the'same -, 
date in subsequent, years" each of the seven energy utilities..: is 
required-' to file an ACC application: for rate' adjustments. ,which::' .,-' 
reflect its proj ected cos.tof. eapi tal for the; following" year~' ::: 'The 
ACC process.: provides for thenew;- rates to· be implemented on:'·" -'. :: 

'- -

January 1 in conjunc::tion with the utility'S pending;GRc.'or~·:·; ,--
attrition ,rateadj ustment' filing, as applic::able.' 

PG&E, Southwest, Sierra Pacific,. ~oCalGas, San Dieg.":,
and Edison filed Ace Applications (A.) 9'1~05-016, A. 91-0S-0·1'g;.;~::, 

i' ,. ' 

A. 91--05-019, A. 91~05'-022, A.91-05-023, a.no.: ~.~ 91-05·_·02·4, ~' . ,~.~.:; r : ~:. ",'") 

respectively. Because PP&L's 1991 GRC decis.ion (0 .. 90-12'-,022) 

exempted PPGcL from filing its May S, 1991 ACC application, 'PP&L'did 
not actively:participate~inthis-proceeding~ Accord"ingly,>this 
order addresses.- only six of· the' seven..: energ'y': utilities:" under:,' the' : 
Ace proeess.~~ ".; . "'\.~I'·.t .'J~~,~:' .u-:. , ...... ,' 

,~ _. 

... :' " ~,-

The energy utilities' ACC,appl'icationswere, consolidated,: 
into one: proceeding at,' the June 25,;'-1991 prehearing conference ,~- '- ' 
pursuant to-Rule 55- of ';the Commission's:, RU'les of' Practice:; and:-' 
Procedure. Evidentiary hearings., were held- on-: September: "3"- and:, 5, ;~ ,-

1991 in san -Francisco;,; The proceeding was s\ll:)mi tteci" upon the.~ .: 

receipt of late-filed. Exhibit l8~ Data, Resources, Inc::Js (DIU) 
october 1991 "control" interest rate forecast on October 9';~199l. 

Testimony and. evidence was submitted by each of the 
energy utilities, by the Federal Executive Agencies (FEA), by the 
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City of Los, Angeles,«ZJI.), and'by the ,Oivis'ionof~'Ratepayer' ,:~"" ) "'~ "~ 

Advocates (ORA),.,' Al thoughthe,;'City o'!:', san' Oieqo,did~ not:present~"," 
testimony or evidence, i t:acti vely ,participated' in, the~ proceeding'':' 
six other interested. parties, including ':roward Uti'lity' Rate,~;:,,:: 

Normalization, filed. appearances but did., not actively"participate 
in this proceeding. 

Briefs were filed by PG&E and the FEA, on September ,2'0',.' 

1991. Reply ,briefs were filed by ORA and Edison on, September 27,' 

1991. ,~' , .. I • 

Protest letters were received fro1%1' more than:) 60'0-:-::.' 

ratepayers. The concerns of the protesters' included: objection" to', 
any increase in rates because of ratepayers' limited'income" 
unemployment, recession, and the need for,utilities'stockholders 
to share risk with the ratepayers.,' The following table sUllUTlarizes" 
the number of. protest letters placed, 'in the respeeti ve : ,uti 1 i ty' $': .' ~ 

formal file: ,,' ,;- ::'" ;(C~,,' 

Uj:ilitv 

PGScE" 

.',1 

':Lettem,": 

, iS1' 
"::,:':' 0' ,',': " 

,,"," 

, Southwest _ ,:' '::, 
Sierra Pacific 
SocalGas 

'_ "0,, . . ,:.: ~ .. ', :: ,'~ :, <,) ,-- , :. , 
.- .." .. 

San!,~ Diego, 
, Edison ,", 

",,,. " 

.. ~, \ . -, 

132 .. ". 
.', ",' 1,7, ~: 

.344 
'j .• ' " 

" :',' 

xxx. Joint Exhibit " , 
~ ,~. 

At the beginning of the evidentl:aryhearing' 0;-' 
September 3 and prior to receipt of pre:filed,' tes.timony,'ORA ' 
informed the administrative law'judge (AL::r)'that' ORA "arid". the 

. . r ,' . .1 > •• , 

utilities wanted to introduce a joint exhibit presenting a proposed 
settlement agreement. 

No party present at the evidentiary hearing objected to' 
the introduction of a j oint settlement exhibit. However, becaus.e" ,_ 
five of the 'seventeen parties whofi:ted an appearance of record"'at 
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.. 

the prehearinq, conference were:, not 'present\:at the: evident'iary~l: • ., ~ I 
• e /" 

hearing:,. the'AI,J instructed- DRA:, to,: inform ·the' part'ies not',·present:::-:::,':\ 
of DRA.' s: intention to file a' j ointexhibi t 'recommending ,settlement " 
of this proceeding, and of DRA.'srequested,waiver o-f,the" 
Commission's rules on stipulations and settlements., ' 

DRA contacted each of the appearances of record: that, did: 
not attend the first day of evidentiary hearing, none o,! which 
expressed an- interest in contesting a proposed j oint settlement . " ' ' 
agreement and none of which appeared at the subsequent hearing. No. 
party objected to the waiver: of' the commission's rules.., on' .~' 
stipulations, and settlements.' , '\ ' ", ',' '" 

Because no party objected: to a~ waiver of, the, stipu-lat'i'on ",' ; 

and settlement rules and because Rule "51,.10, of the' Coxn:mission' s' 
Rules of Practice and Procedure provide that two or~;more"pa:rt'ies" 
may sponsor joint testimony in, a Commission': hearing 'without ",' .. "' 
application of the rules, the ALJ allowed the joint testimony to be' 
introduced into the record on September 5, 1991. 

The joint exhibit sponsored by ORA's Mowrey'and signed by 
all active parties1 of record was received into evidence as 
Exhibit No. 17. Mowrey was cross-examined by PG&E, Edison, and the 
~. The joint exhibit recommended that: 

a. SocalGas, San Oieqo, PG&E ,. and Edison, be:· ' 
authorized a 12.65% return of common equity 
for the 1992 calendar year. 

b. Southwest and Sierra Pacific be authorized 
a 12.75% return on common equity for the 
1992 calendar" year. 

,,'. <," 
;' ,'.:,... 
'" c. ',The capital structure reeommended-:by:the' 

individual utilities be adopted for the,. 
1992 calendar year. ""'" J( , 

_' , •• 0- .,~ 

.... ,'''' 
".J '"" M '"' "'h 

·".'V'," ", ,""'''~J ;; ,e .. :.~,._~.,'.'.' :~ ·~.""i);',~ 

... ''', 
.' .. , ,.' , . 

-:.~' ,..... ... . ~ ' .... 

1 The"active.parties were ORA, 'Edison,. SOCalGas;·;San·Oiego l;:'':'" ~) '~'\".,;' 
PG&E, Southwest, Sierra Paeifie, FEA and the Department of the 
Navy, the City of LA, and the City of San Diego. 
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d. The costs of long-term debt anO>preferred'.-, !~':: 
stock be based on data... available from the , ' 
october 1991 ORI control'forecast. - " ' 

,~ : • r 

. ,-, 

" .... ,'. 

All",parti,es. to ,the exh'ibi~, except ,for FEA, ,~g~re~.d . .'~o, '_. " 
extend their best efforts to assure adoption . of t~e.se '" 
recommenciations as the basis, for the final au~horized.~etu.rn, ~!t ,.,' 
common equity for each utility. FEA supports the joint exhibit 
with the exception of Edison's retlJ.rn.on_co~on equity. 

As part of the joint recommendation, the signatory 
parties concur that none of the filed ,recommendations, .principles 

" .'. I, _, " ". ,." 

or methociologies in the testimony or exhibits, of any of .the '., 
• ' • l " • , ,' .. _,' I,,,.,, 

agreeing- parties underlying the, j oint recommendation shall. be .. " 
.' " , ._' , .', ,~ • , ...,. ,.' • , ., , _..," I 

d.eemed as precedent in any. proceedin~., ~r~ ,any lit'igation, e,x~~Pt in 
order to implement the agreed. -,lPO? recomxne~~ations in this: .. , _ .,' 
proceeding. The, siqnatory parties e.xpressly reserve .the r~g?:1:. to 
advocate different principles or met?0d.ol~gies fro~;those 
underlying ,the, joint exhibit in. other., proceedings. 

'- \,~. I 

Similarly, if the joint exhibit ,is not ,adopted,. the, 
.' ,', , • ff' ., ~ ". ..' ~,' • ~, ... j,., . , 

siqnatory: . parties expressly state that Rule 51.7. shall apply .. and 
, ' ." - . '. , " , .... 

that the signatory parties may::-rithdraw .th~ir, j.oin~,.recomme?c1ati~n 
to advocate any position supported by their admitt~~,;tes~imony or 
exhibits in hearings, briefs, coxnments on a proposed decis~on,. 

rehearing or, judicial reyiew., .. , ': ' ., :' ..... ,F ,_,/'; 

The mere ,agreement among a~tive parties, except.:,f:o~ !EA 
regarding Edis,on's return on common equity, . does not,supersede or. 

'. '. T.' ,. .~, '.' '.' I. .1 I I..... • 

restrict our analysis of the record.. to _determine, the appropriate.,. . , ~' 
capit~l stI1leture, cost ~f debt. and preferr~d'st'~.ckl""and'~~t~~ ~n ':', , 

.' • .~ .~ .•• '! .' .'. ..., .,,' ,.' ,.' .... "' ' ,.1 ... , ., 

common equity for the utilities' 1992. ,calendar year." The ... AIJ :made,. 
I" '"- • • • • .~ J " "",} .' _-' • .../ \ ',,. " I ,. " ,..' .'~ • 

this position quite clear when he instructed the, ,parties that _the" '" 
• • ..' •• , • '.. • •• , •• ""J " _ •• ••• f .• : .. i 'u'" 

agreeing parties would need. to have,at least one witness available" 
..... .,' ,. _, •• -." ..... , ", < •• • " .. • >~ ..' .. c/,,' 

to testify on .the joint agreement and that.,the witness would" need. 
" •• • , • .., "',. •. 'I 

to substantiate. that .the proposed agreement. is "in the, public,-
• • "I., • , , : ' ,¥ " ' 

.' j ':~'. ;.":. 

interest. "~' T • ~ 
,,' -, . .,. .... I" "I','" ", ,. ....1 ,~. I . 

- 6 - '" , .. 
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To assure, ourselves that ,the, proposed settlement ,~: 

agreement is in the public :in,t_erest/,:'~~t_' is ':necessari::~o',',revieW' and 
analyze the parties,' prefiled testixnony entered into the r,ecord 
prior to addressing the xneri ts o,f the j oint exhibit~ - Section IV 

addresses the generic issues icienti~ied' in theprefiled:~ t~stim.ony ," 
and Section V addresses the meri ts o~ the j oint" exhibit. " " ,', 

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

IV .. ' GeDeric' ISSUes 
, ':;', . 

We have established: a generic annual proceed:i:~g: 'to>:" 
consider the cost of capital for xnajoX"'"enerqy utilities.'Ho~ever'," 

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

it does not necessarily follow that' a uniform retu:rnon" equity or' 
_ • . , r.,'-' . "'''.,',' '''''(\ s(" 

rate of return on rate base should be" applied' to 'each of the'seven 
energy utilities. This is because "each' 'of these utilities has 

unique factors and differences that' need to' be considered in" 
arriving at a reasonable return. These unique factors and: "-' 
differences encompass' four distinct areas: capital structure; 'cost 

'.," . " . 
of long-term debt, cost of preferrea: stock, and return on' common 
equity. However I in this consolidated'pr'ooeeding PG&E proposes'to 

, n " •• 

add incentive returns on common equity for renewable resources as 
an additional fac:tor~ 

I,. , 

capital structure 
capital structure is comprised o"f lon9~ternl' debt;"' ~. 

,',. 1 

preferred stock, and common eqUi ti.~ ':Because the level- '6fiinancial 
risk that a utility faces is' determined: by the proportion' o;f:~ its: T, 

debt to permanent capital, o~' itsleveraqe, 'ouroverri~:l'ing eonc~rn'::" ,,-. 
with the utilities' capital structures is to ensure'that equity" 
ratios we adopt in determining' overall rates ot' return' 'on rat'e' ba's'e"''::':'' 
are no gTcater than required to maintain rea'sonable credii"ratinqs ' ,,' 
and to providethe'~ut'ilities the ability to attract'capital. 

We considered adopting anopt'imUm capital structure for 
each energy utility in 0.8'9-11":"068':. 'However, upo'n reVieWing the" 
evidence presented in that proceedinq, we concluded that the ,,' 

- 7 - '. .' ... 
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~ '.,' . ..; :~ '"' :: I,.: • ,'\ 

utilities should :be givensome::'diseretion to,'lnanage their .'. .. 
capi talization . with a view towards ~ :':balance' b~tween shareh~ide~~' 
interests, regulatory requirements, and ratepayers' interests;~ ·'i. 

... , i' / 'I~ , • 

Therefore, instead of adopting an ·optimum financial.orratemakinq 
capital structures for each of theenerqy utilities, we conciuded 

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

that we should . continue to,evaluate :capital structures on' a-;~' _' 
case-:by-case :basis in proceedings such as in the ACC filings. 

The utilities' requested capital struct~re~t~;::'19'9'2','" 
although d.istinetlY different fr~m edChother, a~~' verY:sixn~l'ar, if 
not identical,- to their respective 1991 authorized capital' , 
structure. As testified by ORA's Quari in Exhibit 6,~the' ~apital 
structures requested :by the utilities" do not signifiea~~iy deviate 
from the capital structures'auth~riz~d' :by the Co~i~sion'~,j~~ the' 
past five years. ORA concluded th~tthe u~il-lti~~' 'request~d 
capital structures for 1992 are reasonable and should be used to 

",' , .•. ' '", 
set the 1992 authorized rate of return. 

FEA eoncurred with ORA -that PG&E"s'~' Southwest's, 
..' r '"' 

SocalGas', San Diego's, an~ Edison's requested capital str,uetures 
were reasonable. However, FEA's Legler recommended that the .' 
utilities' capital structures be' ";'pdated'for known' and measurable 

- , . , 

changes at the time a deeisionis rendered· .... ,FEA presented rio: 
testimony on Sierra Pacific's requested' cap::i:talstructure. 

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

The City of' LA's testimony, restricted toSoCalGas only, 
shows that it concurs. with ORA's and FEA's op,inion'that:SoCalGas' .. ~ ,. .,. 

requested capital s:tructure for 1992 is. reasonable •. , 
The following tabulationshows";-:the- utilities' 'requested 

1992 capital structures which are· n:ot di~ptited, by,':i.ny'~:p~ity to the 
proceeding: 

J_," '. '" ,.' 

" ,.., ", "j' •• - • " I; ~:-. 

.. ,I, < ,!, _,-'." , :1 ~~, 
,,-,:, ... ;, · .. I-r.· .. 

,'~' ~,. L' ~.~.:. ".. .~,;~. 

..... ' : .. '. :"':.' -, ""- > '. ':. 
, .. "\ .-. " 

. ,J ~"' , ~,' 
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utility 

PG&E, 
Southwest 
Sierra Pacific 
SoCalGas·, 
San Diego 
Edison' ' 

Lon9~texm Preferred·,.: ·.Common·- .,," Total·-
~bt stock Equity. structure .' 

47.50% 
50.00 
50.91 
4J..80 
44.50 
48.00' 

,-5.75%" . 
5.00 

, '5.97 
,1,0, •. 10 

5.00 
'6.0'0 '" 

46~,75% 

45 •. 00 
43.1Z 
4,6.10 " 
49 .• 50 
46.00 

. .... ~ . 

100(~~00% , 
100.,00 
-100.00 ' 
100-.:.00, ,:.' . 
100.00 . 

. , :1'00 ~'OO"-"" : 

.w. ~ •• ' .. ,:'.., 

••• ", I' 

" .... 

I ' .. , ,'~ ,..' .. ., .... 

COst of Long-Term Debt _, • ,_, _ "",' . .;:_~_ '"'~' 
'1'he ~oreeast~d cost. ofl:ong,:".term .'debt is based,on:t:he 

utility's actual, or embedded, -cost. of .1on9'-:term_de~t~. : 'H:ow~v:er;' 
I . . '. • ~ •.•. .' • coo. \ ,l • •• ' , • .i , 

because we establish the cost of c,api:l:al ,on a. forecast basis each. 
year, fut~re interest rates' must be 'anticipated t~ re'fl~ct . " 
projeCted. chan:ges in the util_ities~ d~~t,cost~ ,ca~se'd'by'th~' 
issuance of n:e'w debt and by' the retirement of. o,ld 'debt. 

Prior cost of capital proceedings generated a , 
, ' ' . 

considerable debate on the validity of various ,interest, ,rate 
. '. ~, , .,' I ,. 

forecasts and on the appropriate methodology for equating, forecast 
. \. , ,', ',I ,.' ... -~, 

AA utility bond rates to other bond ra,t,ings. ,However,.:by_ 
D. 90-1l-057, we adopted the follo~ing' recommendat'ions of workshop, 
held to settle the interest rate forecast issue. 

a. '1'0 use the DRI Control AA utility bond . 
forecast adjusted to the utiJ:ity's specific 
bond rating for the cost of, debt and, 
_preferred stock over the rate period .. 

b. '1'0 ,use the weighted averageo·f the :most· 
recent 36-monthof Moody's recorded Aa-A 
data ending with the first quarter of the 
filing yeax:, rounded to -the nearest five" 
basis points for utilities which do not 
have an Aa- bond ratinq~ Utilities with' " 
split ratings would use half of the spread. 

c. '1'0 use the latest DRI update (October) 
to finalize the embedded cost of debt. 

d. '1'0 not adopt a standard forecas.t for use in 
the development of the cost of equity, but 
to use OR! with one scenario in models 
which use an interest rate forecast. 

, .1 
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. ", -.~ . 
" i',·. Al though_ the al:>ove-mentionecl:-, procedure'c was ;adopted "for' 

the purpose of calculating- the cost, 'of., ~ong-term; debt" for .ACC·,;~ <;; 

applications, the parties calculated different long-term debt 
estimates. This is because the utriities' t.'estimony was based on 
data compiled. prior to- May S, 199'1 and all other parties I testilnony 
was based on data compiled between May 8 and August 21, i9~1:,:::'well 
before ORI's October control forecast was published. " 

Similar to the parties,'position regarding the'utilities' 
.' I .. , 

capital struetures, the parties eoncurred that the adopted cost of 
debt should be the utilities' actual oosts upd.ated- to: -,reflec·t·the'
Octo~er DIU oontrol foreoast. The following- tabuiation'shows each 
party's projeoted. cost of long-term debt prior to an' oetob~er;'1991 

• I ~, • T"", 

DR! update:-

ptility 

PG&E 
Southwest 
Sierra Pacific 
So<:alGas 
San Diego 
Edison 

~'. 

9.38% 
10.02' 
8.07 

'9.53 
9'~29' 
9.07' 

~st of Prefe~ Stoc!t 

QBA . 

'9.20'%" 
, 10-.08' 

8.07 .. 
9~49 

.:'9-_'2"8, 
9':r:O'3 

- lEA 
CitY or 
. LA"'" 

9.38'% 
1:0".:02-

NA ... 
9.48 

.. .:' NA"% .': ... 

. :~ 9'~Z9: 

9~.06,'" '-

',NA '--::', '.' 
NA, ... "',,"," 

.. 9.4-4' . 
',.NA . ' .. ' 

,:.,;.NA 
{' " ,', ,..,:. 

'I'he ccst of preferred. st.ock is, developed .from~hesaxne 
process used to projectlong-ter.m. debt cost~,' Because';PG&E, 
Southwest, and Sierra' Pacific do' not' plan' to: :tssue:n~~:: _preferred 
stock in 1992, the embedded cost of preferred stock for these three 
utilities were used. by. all .. parties~. .. . _ :.' 

Differences between the parties in the ,proj.ected costs of 
preferred. stook of SoCalGas,. San Diego, and.. Edison occurred. .because 

'. • '>" \-'. • ~. +, 

of the utilities' intent. to issue new preferred stock in .. ,l992 and. 
•. • ~ , " ..' 'w.... , , "_,, ,". : • '. < 

because of the use of DR! forecasts. from _diff5~ren_t timeper_io,d.s.. " . '" 

. -":: 

However, each party concurs that the utilities' costs ,of prefer~ed 
stock should .be based on embedded costs updated to refle.ct,. ,.ib'e: :-,,' . '.,'" .. 

. '.. . '. " ,- ,,'. . '.'''; ,,. .. ' " ", . 
october 1991 OR! forecast for new issues. The following tabulation 

- 10 _., 
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, , 

shows each party's ,recommendea., cost, ,0£ ,pre-ferrea. 'stock"prior~' to, 
being' updated to reflect 'the, October-DR! ,forecast: ... ',. '; I :, :~,:, I;' '",': :" " 

.. , . ",City:, of" 
:otili.t.y UtililcY DBa PEA LA 

" 

PG&.E 
Southwest 
Sierra Pacific 
SoCalGas 
San, Diego 
Edison' .. 

..' , 

8'.74%:. 
9.57 
7.74 
6.04 
7.3,9 , 
'7.66 

B!$urn on. COmmoD Eguity 

8:.74%: 
9 .• 57 
7~74 
5.'8':8~ ,,: 
7 .• 37, 
'7'.66 

... 

8'~ 7'4% 
9.57, ..... 

',' NA " 

" 6.,04 
7.5,6 

" 

7.66 .. 

c-+ .. .. , NA-; %:~ 

·.1' .' ,.NA .. .-,' 
M NA- " 

',.' 
.. ' . 6. 04·, " 

NA 
NA 

. ,: :~:\ ::,,1" .,," .. 
','. 

.' , "'" 
., 

" ,. : 

W~. att~pt to set re~u~: on".comxn~.n"equi~y at a },evel of 
return commensurate with ,market .returns .on"investments having"" 
corresponding-risks,. and ad~quate to' enable' a utiiityt~'attract 
investors to fi?~ce the replacement and expansion of a utility'S 
facilities to ,fulfill the utility's public utility service~~'_' 
oblig-ation. To accomplish this obje7tive we hav~ consistently 
evaluated the following three considerations prior to arriving-at a 
fair return on equity for the larger enerqy utilities: 

" . 
a. The application ana. interpretation: of 

financial models may not accurately reflect 
all of the intricacies of the financial 
xnarket. ' , ..' . '," ", ,: , ... 

b. Market cost of equity 'capital reflects 
risk, such as. the exposure ,ofa utility"s ' 

,earnings to, variability in fuel eost and 
sales levels. ' 

c. Cost of eapital varies in the saxne 
direction as changes in the general level" 
of inflation and interest rates.. 

Historically, quantitative'financial models have been 
used as a starting point to estimate' a 'fair return on equity'.,' 'I'h.e 
models coxnmonly used in ACC proceeding-s 'are the Discounted ::Cash 
Flow Analysis (DCF), Risk ~emiUln Analysis (RP%1),and' the Capital 
Asset Pricing 'Model (CAPM). -Detaileddeseriptions of 'each ' .. :,:", i 

- 11 - ,., 
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financial moael are containea in the record and are not repeated 
here. ' ,." '-.:;: .;. ~'~' -.-..... '~.';.;:,: 

• '. ,; ,C','~ .,' \ :': t', .. <~ .\~ l ',. ,". ~ ••• t. t.:~ X, ••• \ 

The financial models.·.a~e used. only .. to eS"t~blish a ra':l.~~ 

from which' the" parties apply their ind.i vid.u'al' j udglnent· to determine 
a fair return on common equity. Al~ough the parties agree that 
the models are obj ecti ve, the, re-sul ts aredependento·n.the·:~·~·,. ' .. 

• • • • '" " ",1 ... , • ' .. 

subjective inputs. From these subjective inputs the parties .. , 
advance arguments i~ support of their respective analyses and in 
criticism of the input assumptions used by other parties. These 
argmnents will not :be addressed extensively in this. opinion, since 
they do not alter'·the model results. In the. final> analys·is.,;-:;'lt .. is 
the application ,of judgment, not the precision: of the'se models';<:, 

• . .. ~ . .. j ", , 

which is the key to selecting a specific return on common equity 
estimate within the'ran9'e predicted by analys:is~"- " ", .. :.' 

The DCF~ CAPM, and RPM models wero' used by· a 'l1'Iajorityof'" 
the parties to the proceeain9.Consistent with 'prior' ACC" .' , 

"~ ""'" -
proceedings, the FEA did not use the CAPM model, and·the'City·of LA 
c:tid not rely on. any of the financial models. Rather, the': City of 
LA relied on its observation that short~term interest rates and. 

.... 
long-term bond' yields are declining,' the: current rate of inflation ,. 
is lower than the prior year, eanti ng's, on common eqUity of!'iarge' 
energy utilities are on a downwardtrend'and are now at 12% or' 
less, adequate pretax interest coverage couid be maintained' ~t('a" 
12% or lower return on c'onunon equity ~ and the current risk " .. 
situation does not justify a higher return on 'common eqUity.': The 
following table summarizes 'the 'broad range of results ·derived. from"" 
the various financial mo,,"els used :by' the:' utilities:; . ORA,'" and~other 
interested' part'ies: .- , .,' '\'~;' i.~: (".:' -: ;.~~>:: 

',,:' ",1' 

',', ...... 

• ... '.> 

.... . .... ,~ ," '.: ,," " .. " 
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PG&E 
.oRA." 
FEA 

PG&E 
11.20%-
11.,77-
11.40, -:-

.. \ -.' ,; :,.' . ",' 

13.92% 
13 • '54'" ' .. 
13 .S.O .'.,. ., 

',.-" " 

SoyjCllwest 
Southwest 9.47%- 14.49% 

'.' ,ORA '.' :", ll .. 93'·- .13' .. 5'4' 
,FEA ....... , .lO.,SO~- .. 12 .. 60"....., 

",' •. ' '. ' .......... 1 "', .'. -' ' '', 

", , SoCalGas, :.:. 
, "SoCalGas ' 12.84 %- 15 .. :3 5% 

.. ", ~. 

Sierra 
.oRA 

Sierra, 
, 12.07%-13.60% 
ll.45 l3,.03 " ·".oRA-' ': :::12.19:-:·;l:S~09',' ',:>:,;",~" 

FEA, .. ," .. 10.50 - .. 13.40 
City of' LA'12 ~50' . 

. ~". 

San piego 
,',I . 

san: Dieqo,,' ll. 60%-: l4 .. 00% . Eciison 
'Ed;(Son::~:'" ;:,::"."' ;,:,,',. ,;,,"', .. ; 

·10;5-4%-:;1S.. 63%.''<: .,'. ,;<': 

.oRA 10.82 - 13.33 . ".oRA... ~" 11 .. 57 .. - .~13 .. 6S, ~ , 
FEA 10.90 - 13~10 FEA 10.-50'-'-' '14 ;40' , .' , ., , 

These broad. ranges of re:turn.,on common equity wero. '.' 
fine-tuned by the parti~s to' reflect. their inform~d,. j ~d~~~'t ... ,~i th 

'. .,' .'..,' ,', • " II •. } ;''' •• ' ••. ', 

respect to increased financial, business, andre~lat0r.Y ~~sks 
expected to,. occur in 1992., '., .. : 
linMeial 215ks. "~, 

Financial riSk. is t~ed t?the' utilitY's.,capita~ ~ '.. '.' 
structure. As explained in our capital structure ciiscussion,., the . 
level of financial risk that a ·..ttili~Y.· faces' is 'dete~i~e~ ~y ,"th~.,· . 

, • ' ' '.' ", • o.J " .~ ~~, 

I,. , 

'I," 

proportion of its debt to permanent capital. In general,,., the . lower .... ,'_ , 
" '. ,.,...,,~; " 

the proportion of a utility's total.capitalizationconsisting:of 
'., . " './.' . 

eOl'lU'non equity,. the higher the f inax:-cial risk. Therefore , ..... as, ,a. 
utility's d~bt ratio increases,. a higher return on e~ity may be 
needed to compensate for_.that increased ri,sk. 

• ..' • _. I , 

However, in this proceeding none of the utili.ti.es has· 
, . ' , .. ..". '"", 

proposed a major change in its 1992 capital structure from its 19.91:, .. 

authorized capital structure. Further, there is no dispute over 
the level of any utility'S proposed capital structure. Absent a 
major shift in a utility'S capital structure, there is no 
additional financial risk associated with debt/equity ratios to 

consider. 

- 13 - -.. ,: 
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• , • .ow .,~ , • __ , ' ... /'"\ 

'. 

Business Jisk:i; 
.. ,Business, riskspertai~ to- uncertaintieS' resulting';.;'trom 

competition and the economy.' , With respect· to. the"increa:seci> ,<: 

business, risk. outlook for 1992-,.. the, utilitiesconsid'ered: ':.', "',' 

uncertainties concerning. the: timing· and level of new generating' 
capacity to meet.qrowth demands and potential new environmental, 
regulations. Components of envirorunentalrisks included' ·futureair: 
pollution control standarcls and. future requirements 'of' the 
California State Water Resources Control Board's water' quality 
plan. 

The eIlerqy utilities' assessment ofa fair're.turnon: 

';' , 

........ common equity also reflected increased business risks from the 
deregulation of the gas industry and deregulation's effect on the 
utilities' ability to secure re-liablesources of natural: gas:,~.The 
utilities adjusted their returns on common equity, to' reflect' 
increased risks due to bypass"the'KernRiver/Mojave interstate,gas 
transmission pipeline project, and their, reliance on pllrchased',>:.; . e power contracts. ., , .. ' , , ,;, .", '-

. On the other side,., ORAl's outlook· for the energy "uti-lities,; 
in 1992, as stated in its prefiled testimony, did notl'expeet ,any 
siqnificant,chan~~e in the investors'. perception of business:; 'risk as 
it relates to the California energy utilities.. . -,' .. / . ,., 

Economic conditions were also'a factor'in the ,utilities' 
assessment of upward risks as: related, to" return on common:, equ.i ty ~ ; 
The utilities' testimony· reflected 'optimism that interest \, rates and'" 
the recession have reached the floor. and that the economy: is· in 
recovery. As. part of this,.recovery,·they believe that'upward":·. """" 
pressures of risk.will.oecur' from-perce'iveCl vo-latility: .. :and ;-." J~ :.-: .. ~ ':'" _ .l'_~· 

uncertainty of both inflation and interest rates; ','However~ ,'at the, . '. ' .. 
same time, the .utilities recognize. that'recent data may' provide ,a·: ,j 

clearer picture of their business risks for 1992 as 1991 

progresses. 

- l4 - .. 
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Regulatory Ri.ww 
," Several of' the :utili.ties. adjus.ted~theirrequestecl~·returns 

on common equity to' reflect their belief, that': new risks :for ;:::J : •• '~ . ~", ' " 

investors may result from, fut'lJ.%'eregul:atory actions.>that: we~· 'and, 
other regulatory agencies,. might take:.. 'Al'llong the: .myriad';: o'!'pend:in"g-') ~,:. 
proceedings that the utilities view as, riskrelated,are':: 
Ratexnaking (R:.) 90-02-00s.'regarcUng' the structure' of: gas, utilities 
procurement practices, Investigation, ,(I .:.)90"';OS-OO,6:-'rcgarding an ' " , 
incentive' regulatory framework that could' replace' the', tradi tiona.l· 
cost of service procedure for the energy utilities, and I. 90-09-050" 
regarding the-,practices of transmission access. and the wheeling of 
energy. \ -'-" 

A second area of regulatory, risk is. the' regulatory: · , 
disallowance of operating expenses" and rate base additions: found.' by 
the Commission too, be imprudent;.. An example: of this. type of~:'risk· 
ci ted, by san 'Oiego is a ORA ,recommendation;. 'in a proceeding not'; , 

specifically identified" that: approximately $8.2' ;xnillion of·: 
San Diego's future investment in San Onofre Nuclear Generating 
Station (SONGS) Unit 1 be disallowed, , irrespective'" o,! the, prudency 
of the expenditures. , " 

• J', 'J 

; , , ORA strongly disagrees with-the utilities' negative·view '," 
of regulatory risks that xnayoccur from pending'actions·by<the' 
Com:mission., Quan's testimony showed that the Calitornia':requlatory 
climate is. perceived to be, very' good..: ' ,This; ,is; substantiatea by"':'; 

Merrill Lynch's. rating of the ,requlatory.,en'Vironments; in which 
energy utilities operate-. In: fact, "'on, a seale- of l',to\"S; with,S' as 
most favorable, ,Merrill. Lynch. recently'raised its rating':~ot' 
Calitornia's regulatory environmentfrom-4-,to:-,4. : Investors'" 
assessment, of, perceived-regulatory,risk in'California is not ',what , 
the utilities would like us ,to' believe, according, to. ORA. ,,'- .'., ... " ... 

J • 
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",. ""l· .. 

RenewMle...Besource~ ... _ H q: ..•. ,_ ..:,: ...... :: .. : ...... ,.; 

Besides reflecting 'intormed'jud9ment . "into :the'~:' 
determination. of a· reasonable return on:.coml!'lon equ:ity:with respect 
to increased. financial, business,. and requ·latory risk,. PG&E', 
believes .. that thecievelopment of alternative and· renewable· .. : ." 
resources2 should be an additional factor to J:onsid.erin· 
determining' a. fair return on common equity. 

PG&E explained that it operates an extensive :renewable: .. 
resource system representing approximately a. $1~5 billion···. 
investment, including the· largest investor-owned hydroelectr.ic 
system in the United States and. the world's largest':commercial", 
geothermal production facility at the. Geysers. It asserts· that.the· 
additional .consideration- of its r.enewable- resource system justifies 
granting· a return on common equity at the. higher end of PG&E' s " 
11.20% to 13 .. 92% range. PG&E~ believes' that:' the·, additional" ) !~' .' " 

consideration· of· its renewable resources is consis'l:ent with .. Public .. 
Utilities (PU) .. Code § 454.3. . ., .' .... . . . _ e : PU Code § 454.3- provides in· part thatthc .Commissionmay 
approve an increase of from one-half.: of 1-: percent ·to .1' percent. in . 
the rate of return otherwise- a·llowed an eleetrical·corporation. on .. 
its electric plant for investment in facilities that are- .either: 

a. Designed. to- generate eleetricity from a 
renewable resource subject to Resources 
Agency review of its environmental impacts, 

. .. . 

b. capable of meeting the then applicable 
environmental pollution stand.ards, or . 

c. EXperimental and reasonably designed to 
improve or perfect' technology for the·' ' 
generation of electricity trom.renewable 
resources or to more efficiently utilize 
other resources which will d'ecrease 

T".,., 

, -",' .. 

, .:. .<. 

2 Renewable resources incl udesolar', energy;. "qeothermal'steam~:::" .... ; .;:' . -
wind, and hydroelectric power at new or existing dams. 

- 16 - .. 
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environmental pollution from ancl lower"the"'·:,::·'~·:. /"','h' .:;, 

costs of the, ele~tricity 9'e:neratecl .. , .' , ";-'" ,'.''', 

In orcler fora utility to receive a rate'o! return:·' 
incentive under either of the first: two .. :alternatives/~the: utility 
must demonstrate that the facilitY"s'cap-ital' costs, 'when' add'edto·· 
its costs of operation and maintenance, ,will result"in~'a'l:ower cost 
of electricity generated over'the useful life of· the "facility: than" 
that of electricity generateclby existing- tacilltiesutlli·z·:tng-
nuclear power or fossil, :fuel. 

ORA's. Quandisagreed: with PG&E"s'request'for an" incentIve· 
return on common equity to compensate PG&E for it's renewable:: 
resources currently in place.. According- to.. Quan, when: this' code" 
section was firstchaptered' into-law in 19·7&, the'intent was to' 
encourag-e the use or-alternative energy sources during-·a·time of 
high fuel prices. The additionalreward::' for meeting' the· , .. :: .. ' 

requirements of the code section'was intended· to· be authorized on· a 
case-by-case basis for individual projects. Further, Quan "rem'inds 
all parties. that the ACC proceeding- is for, the- sole purpose "of 
setting an overall return of" rate base on the' utilities'" entire 
rate base, not individual components o,f rate base .. ' "":, ., 

Although PG&E believes,that its: renewable resources. meet 
the PO' Code requirements, it did not attempt to identify' the· 

',0 , 

specific facilities, to substantiate that,' the facilities. meet 
current environmental and pollution standards, or to demonstrate 

<, • c ... • 

that such facilities result in lower ener9Y costs. than e'lect'ricity 
generated by existing facilities utilizing nuclear powe.r or fossil 
fuel, as required by the code. 'PG&~,mere'ly,stat~d ,that Section 
454.3 applies to its renewable resources, and, , therefore,· it is 

,,~. ,. 

entitled. to a return on common cquity,atthe:highcrcndof the 
range of reasonableness indieated by PG&E's witnesses .. 

PG&E's request does raise an interesting point, that is, 
whether the legislature intencled the section to be applicable on a 
retroactive basis, as PG&E is .. appar~ntly, asserting. ... It. is ' also~· 

• ~ i , ., 
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interesting,to note that PG&E has waited almost 16 years before 
, , ., \. " " .' .. • r ~ •• ,.}·c·'·r • ,. -- ~ 1" •• 

seeking any incentive return ""on its renewabl:e' re'sources. "However, 
we need not address these points:'because :PG&E, has not adequately 

• • J ~ •• , • ~,' ,~: ;:.' .. ,~:;; 

justified its request. 
We .concur with Quan's as.sessment of' Section 454.3 ,that an 

incentive return on rate base should be 'consider~d on a" '" . , 
case-by-case basis for individu~l projects. This proceeding is 
restrieted to determining the utilities,' overall rate of return • . ' ' . . , ' 

To grant an incentive return on equity as requested by PG&E would 
erroneously burden its ratepayers by extending an incentive, return 

, .. .." .. '" . 

to PG&E's entire rate base, contrary t~ the leg:islatiye intent,of 
allowing an incentive return only on investment in,facilities 

• " ' >, 

genorating, electricity tromrenewable resoUrcos. ,PG&E's raquestto 
include the development of its. r~newable energy syste.mas afaeto,r, 
in determining its fair return on common equity in this proceeding 
should be denied. 

"',1,. 

PG&E should' follow the lead of other utilities which. .. havQ 
previously ,sought an incentive return on rate base, and not an;, 

, .. - . 

incentive return on common equity, pursuant to the code" section. 
. .". ' .. ,. "'. ";', . 

One such utility is Edison, by A.88-05-0l2 (O.S9-06-01Z)- in Which. 
. ~ ". -.' '. , 

Edison sought authority ,to, alIlon9.: other lnatters, e,arn "an. ,incentive 
return on its, investment in the Balsam Meadow hydroe,lectric" , 
project. , ' 

,'; '~.' ' 

Return on Common EqUity Proposal~ :) ,. ,; " ,.' 

, Based upon the, part,ies' analy.ses, ' of ,the "various finan~ial 
:models and informed jud.gment 'Of' upward, ,p~~ssure. f~~~ ,finan~~l" , 

• .~. ,. ,- • •• • • • '" J • 

business, and regulatory risks, the recommend.ed 1992 returns on 
common equity for the six energy utilities are as follows. For 
comparison purposes, the returns on common equity recommended in 
the joint eXhibit are included in the tabulation. 

- 18 
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City' .. :.-: Joint ,.;::." ;,,:;-~'~~ I .' -" .. ,., • ...,. 

,', utility DBA 
, Jj, 

PEA ' ,. ·2' IlL.;.-: Exhib.i:t ,:,.;', ,:':,'" . . 
PG&E., .. 
Southwest 
Sierra Pacific 
$oCalGas 

13.50%·', l2.20% \,;'l2~60%\" NA ~.%, :1.'I'·-~ .. 12'.o.S%, 1'~" 

San Diego 
Edison 

v. 

13.05 
13.50 
13.80 .. 
13.60 
13.'65 

12.30 
12.30 
'12~20 . ,. 
12.20 

·12.'15 .' 

12.65 
NA 

,12 ... 60 
. l2.50 
·12~25 

NA." ..... , .. ,l2_75. 
NA" '12:'75·' 

1Z .;;50 .. ' :,:::;. '1'2.65-

~~ ,,' ::; i~' ~':~'" .. ,. :' ... 
.,', : ; .,.' ...... 

.~. '. 

.~ , ! • ,..'..,. ,~. ':; ~ )"", 

The joint exhibit, consistent with :·the indiv'idua;l': 
parties' prefilea testimony, recomntended'that' the ut'iliti"es~;\ 

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

requestea' capital structure, cost of long-term a·ebt,.and cost of . 
preferrea stock aajustea to reflect the 'October i9'91' DRtcontrol' 
forecast for new issues of long-term:debt :'and preferrea 'stoc~~ be .' 
adopted.,:1 ,.' . 

., ,', 

The recoItllnended returns on common equity were th~'orily' .,; 
change of position between' the parti~s"~' pre'filed te'stlmon;/ ··~nd the 
joint exhibit. The parties'- jo·:i.nt :eXhibit recommended' ~eturns·'~h: . -,' 

co:mxnon equity that averaqe 27 basis points lower, exclUding.' !~'S 
reco:mxnended return for Edison, than the'utilities' 1991authorizcd 
returns on' common equity. FEA' s reeonixnencled' 12.25%" return"' on 
equity for Edison is 60 basis points lower than Edison's 1991 ' -
authorized return and 40 basis points lower than the joint 
recommendation. The following tabulati·on compares the utiiities" 
1991 authorized returns on common equityW.lth the joint exhibit 
proposed returns on common eqUity.' 

"1,'''(. .' 

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

" .',. 

. ~ ".' . I ... ~ "I,.'., .... ~,...., (-, ""'" 
'_ I.. ~. • .... '". • . ,_ ~.,I'", .. .;.- "" 

. ' .... ' ;. ~ 
,',,,. ,'- , 
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utility 
199'];:j , 

Authoti.z~ ,. 
.. "199'2', ' .. :.' :.,':. :,::: 

, Ree-2DeDoe~, '. 
• ,,'~ I ,':.'" .,' I;' 

PG&E' , 
Southwest 
sierra Pacific' 
SOCalGas 
San Diego 
Edison 

... 12".9;0% 
,l3.05 
'13'.00 
l3'.:0'0 
12.90 
l2.85 

: '1.2' ~ 65%" 
12.75 

, " ,; ':1:2.75 
',1.2.65-

12.653, 
l2.65 

" " ,'~ ',).' I 

.,. '" t ·.,r" .1 

'.1" ,'\ < --' • 

.n, " , .... 
, •• >. n.' ". , ........ '., 

, " : .' ., I " .• ..., ' :.' p. ~ :, ,~~ ':: • T 

,,'. '., " 

. Historically, the. Conun'ission has not ,:z::el.icdon one~ '.'. , 
particular party's recouendatio~ ina~tho~izin9 ~'fair r~.t~-rn:,o~ 

0/ (! 

" • ~. ' • • I I .• ' • J ,_, 

common equity. Accordingly, the parties, ,in arri ving,.at:their, 
, " . . ,'~ .', ( .' , ,.' ,..,. "" 

agreed upon returns on common equity" took into account,DRA's" 
, • .." .- 1 '" _ ~ 1 I. ' • 

FEA's, City of LA's, and the individual utili~,ies' prefiled;"", " 
testimony. The joint exhibit ,reflected. the , results, of ~ cO,xnp~.o~ise 
between the utilities, FEA,. City of !..A, anel ORA which represented 
ratepayer interests~ 

. , ._" .~ .. ~ .\' '1/: ': " :'. 

~he wiele range of returns on common equity ~ecommended,by .. 
. ., ~ _. , , .-<' •• .,~ ... ," I ,_,' " 

the various parties precluelesus from relY,ing on a par,ticular " 
. " ..... ' • ' I' I • " '." I • . ..~ '.' , 

party's analysis. This is attributed to the, subjective, inputs to 
\ 

the models to which informed judgment is. applied. '. Fo:r;, ~exaJnple, in 
• .' • .'. ,_. 'I .... 

this proceeding, the spread. between the utili ti,~s', ,and inte,:t'~.s.t~d 

parties' reconuneneled returns averaged 129 basis points., ,We .can. 
• , " '. " L • n:' • ,.' ,.. ' '" .'. ' ! •• _ _~ ' ••. 

only attribute this wiele range to, the utilities' pessimistic ,and .. 
, . ~ , .. 

the interested parties' optimis:tic view of ,.risk. We, would,hope , .... 
_'I l . > _ \' "."' .. , "_""".' .'.' 

that all: ?arties would support a more realist~c position in. fut~re_ 
proceedings. 

, , . ,".- . 

• i!' 

Mowrey acknowledgeel .that the compromised :t'.ecommenela:t,ion" 
is higher than ORA's initial~ecomm'enelati~n': ,Howeve:r', 'h~ exPiain~d,' ", 

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

that it is only slightly higher to%: most of the utili:ties.than 
I', •. • ' • v' ",..', • ,,'I', " .. 1." .... • 

FEA's recommended return on common equity and substantially lower 
. '" ,," ',' 

than what the, u'17ilities requested,il:l,their applic~tions. 

, ".. ., " •... ~.:' 

3 Except for FEA which recommeneled a l2.25% return on common 
equity ,for Edison. 
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ORA believes that the compromise returns on e~ity are 
reasonable and result' 'in 'a" balan~'e'between utility and:'rat~p~yer 
interests. Mowrey concluded that given ,the uncertainties,.:,"such as 
economic conditions, the reduction ~ ,rates of retur:n:' f?:r::,:h~ first 
time in over three yearsresul ting from. :the j oint recomm:e~d'a:~ion is 
in the public interest.", ~ ,.:.~ 

FEA agreed to the equity compromises identified in the 
joint exhibit, except for Edison, because'the'agreedupoii:'r~turns 
were very close to its own: recommendat'rons. AlthoughFEA'': 

. '.' ./ ,,', . 

acknoT,oTledgedthat j udgxnent is involved in the s'etting of 'a' return . 
on common equity, it did not believe tllat thej'oint' exhilbitcJave 
proper weight' to the relative riskiness of Edison compared: to: the 
other utili ties considered', such as PG&E. 

In "support of its riskiness position, FEA cit~·ci 'ORA::' 

testimony which stated that on a relative basis, Edison ranks 
favorably among the other electric utilities andthatEd'ison~s 
financial strength and safety'characteristics,'asdefiriedby'ifvalu'e 

~ , • IT' 

Line," rank among the highest ." '. " 
, FEA concluded from its various studi'es that' Ed'isoh 'should 

be authorized a return on common eqUity'within' al1.9% to~ '13.1'%' 
range of reasonableness. However ,basec1 on the upper: en'd' ::C;:f' -'i ts ' 

',' 

OCF analysis, which produced a 10.5% t'o 11.,9% r~nge ~f '".', .. , 
reasonableness,- and upper end 0'£ its comparable electric companies, 
which produced a lO. 68% to 11.5i% ran.ge',FEA reconunended~'a··i2. 25% 
return on common equity for Edison. FEA placed less reliance:'on 
its RPM analysis which produced a 12.'3% to' 14~4tra~ge 'o'f"';~ 
reasonableness. In effe~t,' 'FEA'S'recommend'ation for Edison :is 
between its Dcr and RPM' arial.Ysi:s/' and at the lower' ~~d- iJf'its . 

. ~.' , 

acceptable common equity rangc--of reasonablen'ess:~ : ... .:. .. ','" :.. ", .-'.::': 

We 0.0 not believe' thatFEA's' comparison' of Edison tc(PG&E',:' " 
is appropriate. Each utility has unique factors and differences 
that need to be considered in arriving at a reasonable return on 
equity.. This is substantiated by the parties' running' of financieal. 
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models " for each .utility, the· results':, of which'·are·~used to: establish"; , :' 
a ranqetrom which. individual judgxnent'on;:business; 'financial:, . and'" " ',. 
regulatory" risks is .. applied to' determine·J:a ·fair~·'return; on' ccommon" ," ~.",~,: 

equity. " 'J '.' ".. , • 

Similarly, we do not,concur with,the'high~level of 
reliance that FEAplaees on its DCF"analysis to· arrive"at:;its' 
l2.25~ recommendation·,for Edison,' derived'fromthel1.'9%':'to,'l:3~l% 
range that it found reasonable.' We have already ,discussed the·~· 
merits of the ocr and other financial modelsin·our return:on 
common equity discussion and:will, not repeat them.' However,"a 
comparison of FEA's OCF analysis with· ORA's andEdison's\:'::,," 
substantiate the subjective results of such an analysis": "FEA'sDCF 
analysis produced the lowest range of returns, ORA's was in the 
middle, and Edison's produced the h.ighest'which'peaked at l5.63% 
for comparable companies. 

Our analysis of the eviclence'>shows that ,the ,compromisecl 
returns on common equity are well"within the ,low l2% to ,the high 
l3% specifie return on' common equity recommended, by "individual ,,,. 
parties, and are well within the broad, range of . results' derived"by' 
individual parties from the various financial models;"" > ',',',":,' 

This analysis of the:evidence' also leads us to,: 'conclude 
that, consistent with the joint recommendation, theutilit':i:es'" 
authorized returns on eo1t\lnon equity should be reducea.;from ::'their 

" 

• .1 . "., 

1991 level. Our cleeision to reduce theutilit:i:es' returris'on " . ' 

common equity is based on the fact that 'the ev:tdence',does··not:,'show 
any substantial increase in business risks , the financial, risk, is<, 

leveling otf; and the regulatory environment: perceivecl'by the 
business community has improved~' ."', . '.~ 

Further ,the current outlook for inflation and <interest·: :, 
rates for '1992 is moreencouraqinq when compared to' the<l9-9'O'" 
timeframe, when current: authorized returns on common" equi ty~:were ~ ,: 
set. The July 10, 1991 ,BlueChip,'Consensus Forecasts' projected:a ", 
4.4% inflation rate during 1991 ·and a 3.8'% inflati'onrat'e:!or',1992. 
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These rates· are an improvement over" the· .5.4% rate.ofinfl:ation:.for~<,-;.· 
1990.,- .DRI's".Octo:ber 1991 control. forecast.proj'eeteda.9 __ 1()%.·;rate·, 
for 1992 AAutilityBonds,. a 66 <basis .. point:red.uction from-, its·' " 
October 1990 forecast of 9.76% for 1991.' 

In suxnxnary, we conclude from' the evidence' presented that 
the utility's requested capital structure, cost of lonq-term.debt, 
and cost of.preferred. stock adj,usted to ·reflect the, DRr . forecasts, " .. 
as proposed by the parties' joint exhibit, is reasonable and:;::should'; 
be adopted for ,the 1992 calendar year •. We also conclude that the'" 
returns on common equity, including~Edison's reconunended 12'.65%., 
recommended by the parties' joint exhibit should',be adopted for the, 
1992 calendar year .. 

t. , .. , ' .... 
, h " 

v:t. SeetionJl1 COlDlll~'.' ,,'. " . 

'l'he,A!J's proposed decision on this . matte x:: was fi'l'ed with 
the Docket Office and mailed to all..parties:of·,record ,on,,'." :'" 
October 21,. -l99l, pursuant to.:Rule:77, .. of the';Co:m:mission"s Rules· cf' " 
Practice and .. Procedure. Comments to the ALJ"s.:proposed~:decisio~ , 
were received from PG&E, the· City of,tA, and FEA. ' . 

. Rule 77 .. 3 requires comments, to the proposed. decision to 
focus on ,factual, legal, or technical errors in tlleproposed 
decision and, in citing such e:r:-rors requires' thepaxty ,to.~xnake'· .: 
specific references to. the record. Rule 77.4 re~ires ,comments 
proposing specific changes to the proposed decision.to include 
supporting' findings of fact and. conclusions of law.",", 

We have carefully .. rev:iewedand .considered: all, eom:m.ents 

-' .. ' 
,I,., .. 

filed by the parties to this proceeding.·that focused ,.on·factual., " 
legal, or technical errors in the proposed decision. ,:.To-.. ::the· extent 
that these comments required discussion , or changes to, ,the proposed, 
decision, the discussion or changes have ~een incorporated,.int<>. the '.' 
boay of this,oraer. Those eonunents:that.dia not comply ~ith 
Rule 77.3 ",and 77 .. 4 were not considered. .,' . 

- 23 -



A.91-0S-016 et al. ALJ/MFG/tcq * . .' . :~~ , , 

Findings of Pact . " ~ . ' ...... < .. ':'.: " •. ," :I'::',';:',.::.:,.~,;.,.'" .'" 

1. The ACC process provides for the energy :utiliti'es:' 'new;"'·:,::":',·, 
rates, to :be ·implemented on.,Janua%Y' 1: in'·.conjunction:w:i:th :the: 
utilities' pending GRC or attrition"rate' adj.ustment 'filing.·.·.·,':·,' ., '.: 

2 •.. ACe applications.. weretimely:filed,'):)y PC&E,.' :Southwest.,' 
Sierra Pacific, SocalGas, San Diego, and Edison. .' ;.'~' 

::3. The energy Ace applicationswere"consol:idated·. into:' one" .. , 
proceeding. , .. '" .~, ... , ~.. , 

" _w' I~' • -, ',. 

4. Protest letters were receivedfr011\l'more :than: 600: : .. 

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

S •.. No .party objected to theintroduction.':of, a.jo,in-e::· i \ 

settlement exhibit. "',' , ':"" .' 

6. No party obj ected to the waiver o,f the' conunisston"s:' rules">:~' 
on stipulations,and settlements .. -.· 

7·.. RUle 51.10 permits" for two or more parties to.' sponsor' /> 

j oint testimony in a commission hearing without, application: 'of the~ 
Comxnission's, stipulation, and settlement rules. e S. The joint exhibit recommended ,that:., 

a. SOcalGas, San· Diego,. PG&E:~ and ·Edison· be" 
authorized a, 12 .• 65% return on common equity, 
for the 1992 calendar year. . 

b. Southwest and Sierra Pacific be authorized 
a 12.75% return on common equity for the 
1992 calendar year. 

c. ..' The capital strUcturere'conunended by the ' 
individual utilities be adopted- for the·'", 
1992 calendar year. 

d.. The cost: of long-term. debt ,and'· preferred- ~ . 
stock be based.. on data. available .from. the ." 
October 1991DRJ: control·forecast .. 

, ... ~ 

.\ .. -

..: . ,. 

9. The j oint exhibit was sponsored by. DRA, Edison, ".' SoCalGas, 
~. , .,.'. ., ,,I , • . 

san Diego, PG&E, Southwest, Sierra Paci~ic" FEA and •. ' the. D~partment ~. 

of the Navy, the City of LA, and the Ci~y .~f San,. Diego ~. .. ': :.:'; 
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10. PEA supported the joint exhibit except for Edison~'S:', :~", '. 
return., on eonunonequity. -', ":.: ,~,:'~ ,,'," 

ll. EachutiJ.ity has·1uni:que fac,tors; anddifferenee~' tha,'t; 'need-'-':': 
to be considered, in arriving:,at-:a .. 'reason~'le return~ '- ,'''''--: ': 

12,. 'I'he-,_utilities' requested- eapital, structure-for, 19-9'2, 

although distinctly different fromeaeh other" . are .very simiJ:ar~ if-~ 

not ia.entical· to' their respective 1:9"9'1 authorized', capital ,~ 

structure. ':, ~: r:,~ 

13. All parties c:oneurred,that, the utilities.'· requested 
capi tal structures are reasonable. ' ' , 

l4. All parties concurred ~that theuti-litie'sh requested costs 
of long-term debt updated to reflect the October 1991-: ORI":control" - ,'" 
:forecast: are- .reasonable.: ' '" -', - , ,(,C'-:", '_,:, ::,: 

l5. All parties concurred that theuti'lities'requested. costs 
of preferred,stoekupdated to'reflectthe October 1991>DRI:control 
forecast are,reasonable. \ (' 

16. Quantitative financialmociels are.used· as a starting, 
point to estimate a fair return on. ,eomll\onequi.ty~- ,'-'-:- - , 

17. Although the quantitative. financial models are:, objective, 
the results are- dependent onsubjecti ve' inputs., ,,' 

c'" • 

18. Individual judgment is applied to the range of results 
a.erived from the financial models, to, determine a falrreturn-on 
COlnlnon equity. '" ,- " , 

19. Absent a major shift "in ,a utility_~s capital structure, 
,-' . "-' ," .~ .. ' ,.. . " . . .... 

there is no additional financ-ial, risk:'associated; with., debt/equity 
ratios to be considered. :"r', :. '. : ' . 

20. The utili tiesrecoc;nize that recent data. may' ,provide a 
clearer picture of' their business . risks, for?i9'9'2. as -1991;: 

" .', :." r" \'., • ~"," 

progresses. 
'.. ,> " ' •. . , ,... • '. • '".' ~, u • '. (.1 . ~ \ 

21~ "Merrill Lynch percei ves- the Cal ifornia" regulatory --
environment to--' be 'above average>' - ,;' -",::. ,".' ,:. ' 

22. PU Code §454~3 'provided the commission a'means.::to,·· .. ' 

approve an increase of from one-half of 1 percent to 1 percent in 
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the rate of return otherwise .. allowed an "electr,ical.(corporation .:for 
investments in facilities, opera,ting e-lectl:'icity 'from,'renewabl'e' .', . . . ..' 

resources. •• ," I 

• _ ,,/ ... ,~.... L'-' ... 

" , . \.1" ( t, ". " ' • • ..-

23., PO, Code § 4S4.3.w~s· intended to be. applied. to>:i-ndividual., 
facilities. " ,~ '.";'" '-, ."'.~ .. :'~ .. -:;: ~~ .. ,,"" .-

2.4. ,. The ACC proceeding is. restr:i:cted . to' determining· a',:' 
utility's overall rate of return. . .. '::":.;)~); 

25., 'PG&E'did ·not show . that its . facilities met.the·' '1:';"'-

requirements of PO· Code §, 454'. 3 . .: ~:', <::.. ; ,~; _ , . 

26. 'The recommended· returns .. on conunon: equity were.the:~:only· ., ... 
change of position between the parties' prefiled : testimony. . and ;:the :::-;: 
joint exhibit. ' ,_, .. ' 

27., Except for the FEA in, regards, to. Edison' s,return:on. " ,,:' 
eOl'lllnon equity, no .party obj ected to the· retu-rn·oncqui.ty -. . . ," 
compromises identified in the joint exhibit. 

28. FEA' S cOlllll\on equity· recommendation for .'Edison ,is between 

its OCF and . RPM analysis, and at the lower :end o,f 'FEA's' acceptable e common equity range of 11.9%,to13.H:~ . 
29. The compromise returns on conunon,·equity'are·within : ,the' .,' 

low 12% to the. high. 13% specific returns, on ,common cqu'ity. 
recommended. by the indi vidual parties. ' . 

30. The current outlook for inflation and, interest rates for 
1992 is more encouraging when compared, to the.1990 tixne!rame,..; when, 
current 'authorized returns on common ,equ'ity'were' set~·". " 
C6!nelusi2Ds of Law ' ,.' 

1.' 1'he cost '.of capital· factors adopted, by .. this,·'deeision .,:. 
should be ilnplemented in conjunction with : each: ut'iJ:ity"s' 19:92' " 
attrition year filing or 1992, test year .general:.ra.te . case "fi:ling·,.: 
as applicable. Accordingly, this ;·order ,.should .·be 'effective .on the."', ': :;, 
date siC]ned., " , ,~. >~;.'~., ",; "'.) , ," 

2. Claims for incentive returns on common; ,equity "for, the· ., ,>:: r~"~ 
development of, ; renewable resource facilities, should not .be' .: .. 
adj udicated in. ACC· proceedings •... " ," ":;' , ~,: .; .. " ': '.,,':! • ':.:' .. .", :.:; 
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. "3. . Considering- .' the. 'current' infIation·· and'irit'erest"'rate" '.~' .' '; 
trends, improved·requlatory :cl"imate 'perceivedJjy ,Nerri'l:l "Lyn'ch'~'and ,'-. 
the testimony of the parties of record, the energy utilities" "l'9-9-2'~ 

returns, on .common equity' should be···reduced.·· ·fromthei:r ':currently' : 

authorized rates to the returns proposed in Exhibit 17. ., . . '., , 

4. The'ind,ividua1 utili ty"'sproposed,>·199'2'.-::capi tail~' structure 
should Jje adopted. . , .•.. , ,"~ .. '. :, ,":. 

S. The individual utility"s proposedl"ong-terxn, debt ::and· ", 
preferred stock costs, adjusted to refle'ctthe October 19'91·::,'DRr ,~, 

control forecast· for newissues·of ·l·ong-term. debt· and":preferred· 
stocks 'should be adopted. ',. . . '.; ,':>C, .:. -., . 

6. A 12. 65% return on co:mxnon equity, which resul ts.,in::an'· 
overall 10. 76%. return on rate base,.· .shou'ld be adopted as'j,ust arid 
reasonable for PG&E in' 199:2';' based' upon"all of the evidence ::;. . ';.) 
considered in this proceeding _ . ' ',: J. .... , 

7 • A 12. 7S%: return on common equ"i ty ~ which:resul ts' in an . 

. , 

overall :t1:.Z6% return on· rate ):)ase,. . shoulcl be .. adopted:' as:"just and . 
reasonable for Southwest in 1992 ,.based.upon .all··of the'-'evi'dence: " ' e 
considered in this'proceeding. 

s. A 12.75% return'on'~coxnmon'equity~ ·whicnresults"in(an.. ,,' 
overall 10.07% return on rate base,. .should be' ·adopted··.·as·just· :and~ 
reasonable for Sierra Pacific in· 19'92 ,; "based-upon a~ll'o'f' the" 
evidence considered' in this proceeding. ,\ ",," 

9 • A 12.65% return on co:mxnon ~qui ty,:. which rosults·:in< an 
overall 10.49% return on rate base, should be adopted as -j.us.t<::and,' ,-' 
reasonable' for:SocalGas 'in 199Z', based" upon· .::all·· .of :the ,:evidence •. 
considered in this proceeding.:' ." :~ ~", ,...., " ',;:: . 

10. A 1Z .. 65% return on common equ'ity;which "resul:tS::in an 
overall 10'.75% return on rate base,: .shouldbeadopteCl:·as just·.and 
reasonable for San Diego in 1992, based upon all of the evidence '. 
considered in· this. ,proceeding.: ' .. ..,., .. 

.',' '", --' . 

'" -' ,"< ,,' 

11. A 1Z'.65% return on common· ·equity,. which'resu',lts::lnan . 
overall 10.59% return on rate base, should"be adopteCli'~as :"jUs.t·a.nd:: '.: :);. 
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reasonable' for 'Edison in ':1992, based.upon'al'l of ,7·the>'evidenee ,.: 
c:onsid.ered in: this proceed.ing.;, , ' . :', ,'." , ..", . -;, '::: !,~: ". ~. ';, 

. "',. 
',.- "., j ,', 

.9 R DEB ... "+-, 

J:T J:S ORDERED that: " . .' ..... -, • ~" " • \ .y,o l'~~ ..... ~,' .. '. 
1. Pacific, Gas and Eleetri'c' Company's (PG&El adoptecf-' ·co'st'of:,':'<~ 

capital for its 1,992 attrition year is as follow,s:: 

Component 

Long-Te:r.m Debt 
Preferred Stock 
Common Equity 

'rotal 

PG&E's Adopted 1992 ~st of capital 

gpital Ra,tj.o 

4.7.50% 
5·75 

46.75 

100.00% 

Cost FactQr 

. ,9 _15%: 
, 8 •. 74 
12.65 

r' ': .'~. :", r • ' 

Weighted Cost q, 

2. PG&E'S adopted 199Z rateof:return,.'as>snown:'in·':O:rde:ring~':' :",~, 

Paragraph 1, shall be used in conjunction with.its."19'92<attrition e year advice"letter, filing and the most recen~lyadopt.ed cost.", .. 
allocation and rate design principles for the purpose of 
calculating revis~d rates for the 1992 attrition' year. 

3. Southwest Gas Corporation's (Southwest), adopted 'cost~:'of" .. 
capital for its 1992 test year is as follows: 

Southwest's AclQpted 1992 COst 2f CaPital 

.componmt 

Long-Term Oebt 
Preferred Stock, 
Common Equity· 

Total 

CApital Rati2 

50.00% 
S.OO 

45.00' 
.' 

·l.00.00% .. 

Cost FactQX' 

. 10:.OS%: 
.9.57 

, 12.75 

Weighted Cost"" 

-,ll .. ,26% " 
.1',_, 

4. Southwest's adopted1992"test year rate;of>return:,i:::as:·' 
shown in Ordering Paragraph 3, shall be used in conjunction with 
its pending 1992 general rate ease proeeedin9 for the purpose of 
calculatin9 revised rates for the 1992 test year. 
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S. S:ierra Pacific Power.:Company.' s (Sierra Pacit:i:c):adopted~:' :,' 
cost of capital for its 1992 attrition year is as. follows::~' :. 

~ierraParuie's Adopted 1992 Cost of CARital 

Component 

Long-Term Debt 
Preferred Stock 
Common Equity. 

Total 

capital Ratio 

SO.91% 
S.97 

43.12 

100.00% 

,- .. ~, 

cost' Factor 

8.07%. 
7.74 . 

12".:7"5 

Weighted COg 

. . A ... 11%. '" 

.'", '0\~46" " 
"5 ." 50 '.~: ': ~ 

<...' . ." <". ~l" "" ~ j' ,.. .~ •• • ,. ",' .. ,' '" . '10 ~07%" .,,1 -' ,.-

. ""j""'. " •• ~ .. " • ,',~ ," 't >_' ,,\~.""'\ 

6. Sierra Pacific's adopted 1992 rate of return, as shown. in 
Ordering Paraqraph 5-, shall ~ used in c6nJunction'~ith its: '19-9-i ',' 
attrition year advice letter filing and the'most· recent adopted'~ ',", . 

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

cost allocation and rate desi9"ll: principles for the purpose',of .,~. 

calculating revised rates for the 1992 attrition year. 
7. southern California Gas Company's (SoCalGas) adopted' cost 

of capital. tor its 1992 test year is as follows:.' 
socalc.ns' Adopted 1992 Cost of capital 

Component ~pital WiQ . Cos:t.:.nctOr· .. WeiglltecLCos~ , '. 

Lonq-Tenn Debt 
Preferred Stock 
Common Equity 

Total 

43.$0% 
10.10 
46.10 . 

100.00%': 
" 

9.37% 
S'~'52 

'12.65 : 
. r)" 

. ' 

",' 

6:;~~ .-, 
s.. 8"3 ' ~ .: ':' , " 

8. SoCalGas' adopted 1992 rate of return, as shown in 

, . 
" 

'-', .... ", '."', "'. " ". " . .' ,'. 1- 0 , • ,,". -- .. " '." ,'" .... /", .. ~, " <,' 

Ordering Paragraph 7, shall be' used.' in conjunction with its' 199:Z 

attrition year advice letter filing and the most'recent adopted 

"'1 
, . 

cost allocation' and rate design' principles for the purpose'o(:~"",':,::' : .. ,' 
calculating revised rates for the 1992 attrition year. 

"' \ " 

9. San Diego Gas & Electric Company's (San"Diego) adopted 
cost of capital for its 199-2 test year is as follows::,.,. 

,. ~~ I'" " ··of·," ,~.'., '\ 
,I ~ .• _. ~ '. I ... , '",/ ,~ .J. . I ,., 
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- San Diego's Mopted', 1992 ,cost ;of capital;'~~< ," /. 

COlDpon~ ~l' Ralli ~OSt Ia9:t2r 'weiqht~~:1 " " 

Long-Term Debt 
Preferred 'Stock 
Common Equity 

Total 

44.50% 
6.00 
49.~ 

100.00%.. 

'" • .: ", , • ..' ,f l ,~. I 

9.09.% 
7.31 

12.65 

4.05%" ," 
O~4'4 .... ' 
6.26 

10.75% 

10. San Diego:s' ~d.op't:~~ 1992 rate of return, as sho~-n in 
Ordering Paragraph,'9,' shall' be used in conjunction with its 1992 
modification attrition application and the most recent adopted cost 
allocation and rate design principles for the purpose of 
calculating re.vised., rates'fo,r19~2., ' 

11. Southern California Edison Company's (Edison) adopted 
cost of capital for its 1992 test year is as follows: 

Mise!"' s Mopted 1992 Cost of Capital 

~2mD9n~t caDi't~l Rati.2 ~st bsc:t2:t W~i.9.b~~:t 

Long-Term Debt 48.00% 8.98% 4.:n% 
Preferred Stock &.00 7.60 0.46 
Common Equity 46.00 12.65 5.82 

Total 100.00% 10.59% 

12. Edison's adopted 1992 rate of return, as shown in 
ordering Paragraph ll, shall be used in conjunction with its 
pending 1992 general rate case proceeding decision for the purpose 
of calculating revised rates for the 1992 test year. 

~·("'I,~-;· ...... :o:c ?-•• ,., -. O,J. 'r.:;-"'::o ....... . , ...... "'1'.'""_ .,.·til ~. I 1""\,10, J t , •• "'¥~ .. 
~W!O!·;/~ ~.~.~-: '.(.;; c:\"~::·;~~c:.~ ~,/\\'I 
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13. Application ,(A. )9J;-O'S-O:l6-',:A:~9'J;-O-S:';'Ol:8:',,:\A:9J:-O:S-019, 

A. 91-0S-022~,'. A,',91-0S-023, ,and, A. 9,l~05-024 4r~ here~y:closed,~ ', ... ".' 
''1'1'li5 order is effective' tOday.' ." 

Dated November 20, 1991., at San Francisco, cal,~f.o.#~i.~':':'" '" ' 

'" ,', 
.' L,· .. ,.. " 

•• ~I I "',' 

. '-,: 

~ , ,'. . 
~ .. ,r " I... , 4 

. I"" 
, • ' __ '., I ; •• ~' 

PATRICIA: i> ECKERT' 
" , .... ..... President. "-, 

DAmEt WIn. 'FESSLER ",' ' . 
. : NORMAN: D"~~. SHOMWAY': ,~\: ;:': ::'. . , 

~' :.' <. ~O~i,S ~~~1le:r~ r. ;'; c< ,," ,<., ,.' ,_ ~~ c r: 

." " ::.:.~~ , .. ·:'I·~ ,"~to .' •• '.c:, ,.<~i., .~'.: ',)('7t:, ~.;':> ~ p 

Commiss ione~ . John. ,B. :, Ohanian, 
being necessarily' absent, 'did' 
not partieipate l."·": ,.' ,;',;.:;;,', 

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

- •. " ..... , ' .'. • I ;",,:: ... ~ () 

.. ':.' 

• ""'y'. .... . .... --." ,"', 
.l, ..• _.' ..... 

l .' .... :., : ~~, n ; \.'. 

• I~' ) " 

, '. 
,~ ',' ", 

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

,-,.,.. ... ' '--.It'',·'''1 
,"":,, ~ \, _. ... ,. .',", .J ~ .' 

I CERTIFY:, THAT' 11-IIS DECISION 
WAS APPROVED BY THE. ABOVE 

COMM!SStONERS TODAY 
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APPENDIX A 

Applicants: David R. Clo~, Vincent Bartolomucci, and Nancy Doyne, 
Attorneys at Law, for San Diego Gas & Electric Company; Robert 
M. Johnson, Attorney at Law, for Southwest Gas corporation; 
Roger peters, Harry W. Lonq, Jr. and Kermit R. K\,lbit;, 
Attorneys a.t Law, for Pacific Gas and Electric Company; S,tephen 
E. Pickett, Frank J. Cooley and frank A. MC Nultx, ~ttorneys at 
Law for Southern California Edison Company; David ~orris, 
Attorney at Law, for Sierra Pacific Power Company; and Steve:t:l 
Patrick, Attorney at Law, and Robert Ballew, for Southern 
California Gas Company. 

Interested parties: ~. Hayden Am~s, Attorney at Law, for 
Chickering & Gregory; Sam De F~awi, Attorney at Law for 
oepa~ent of the Navy; Michel Florio and Joel Singer, 
Attorneys at Law, for ~oward Utility Rate Normalization; 
Norman J. 'F'urut.a, Attorney at Law, for Federal Executive 
Agencies; Phyllis Huckabee and Randolph L. Wu, Attorneys at 
Law, for El Paso Natural Gas Company; .rohn :e. tegler, for 
himSelf; Melissa Metzler, for Barakat & Chara.eerlin; James· K. 
Hann and ~d perez, Attorneys at Law, for City of Los Angeles: 
Bartle wells Associates, by Reed V. SchmidS, for California 
Street Light Association: William Stow and J. Paine, Attorneys 
at Law, for PacifiCorp dba Pacific Power and Light Company~ 
John W. Wilt, William Shaffran, and Deborah Berger, At~o:rneys at 
Law, for City of San oiego: and Manuel Kroman, for himself. 

Division of Ratepayer Advocates: Patrick $. Bergge, Attorney at 
Law, and Edw~n Quan. 

(END OF APPENDIX A) /'1'" , . 


