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OPINTION

I. Summary

This decision adéopts a limited number of residential
eélectric rate design changes for Pacific Gas and Electric COmpanyﬂ 
(PG&LE) to become effective May 1, 1992, as set forth in Appendix A,
The adopted rate design changes have no impact on the adopted :,
revenue requirement of PG&E or customer class revenue allocations, .
Thé changeés in adopted raté schedules are based upon effective
rates as adopted January 1, 1992 in Decision (D.). 91-12-061.

II. Procedural Background

D.89-01-040 established a "Rate Désign Window” (RDW) to
consider rate design changes for the major electric utilities on a [
limited basis for years other than general rate case test years,
This procedure establlshed for PG&E a five-day window, between_
November 20 and Novémber 25, when rate design proposals may bée
submitted for attrition year implementation. As prescribed by
D.89-01-040, the RDW addreésses two types of issues:

1. Standard rate design modifications which
would have otherwise beéén considéred in
Energy Cost Adjustment Clauseé (ECAC)
proceedings, or in advice letters, and

Other changes which result from fnformation
not ‘available at the time of the previous
General Rate Case (GRC).

On November 25, 1991, PG4LE filed its RDW proposals to
become effective May 1, 1992. On January 22, 1992, the
Administrative Law Judge (ALJ) ruled that PGLE’s proposa}s,'
conforméd to thé scopé of the RDW and accordingly reqpehéd‘the rate
design portion of PGLE’s last general rate case Application
(A.) 88-12-005 to hear evidence on the issues raised by PGL(E. The
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conmission’s Division of Ratepayer Advocates (DRA), Toward Ufilitf
Rate Normalization (TURN), and Westérn Mobilehonme Association {WMA)
were the active parties in this proceeding. On February 18 and 21,
1992, evidentiary hearings were held in San Francisco.

IIX. Rate Desiqn Issues

A. Residential Tier Closure
1. PG&E’s Proposal

PGLE’s Schedule E-~1 residential customers arée billed
based upon a two-tiered inverted rateé structure. In 1982, the
Legislature enacted Assembly Bill 2443, which set Tier I gas and
electric rates at 75 to 85% of the System Avéragé Ratée (SAR). 1In
rYecent years, we have progréssively moved towards flattening the
differential between the tieérs. In this RDW, PG4E proposes a
further flattening of the Schedulé E-1 Tier IfTier II rate
differential, to yield a 5% Tier I fincreasé and a 6.9% Tier II
decrease effective May 1, 1992, PG&E’s proposal would reduce the
ratio between the tiers from 1.25 to 1.10. PGLE asserts that its
proposal is consistent with theée approach adoptéd in D.91-04-062 for
its 1991 RDW proceéding.

2. Positions of Other Parties

DRA and TURN wéré the only otheér parties sponsoring
téstimony on this issue. DRA agrees with PG&E’s proposed 5% capped
Tier I approach to resideéential rate realignment, stating that it is
*génerally consistent with DRA’s past recomméndations for tier
reduction, as well as with past Commission decisions....”

- TURN opposés any further tier flattening until the matter
is addressed in PG&4E’s currently pending GRC. TURN opposes any
reduction in the tier differéntial. TURN béliéeves PG&E’s proposal
will: (ii:exacérbate rate shock to 22% of PG4E’s residential
customers whose énérgy usage doés not exceed baseliné quantitieés;
(2) mechanically close the residential tier differential to a point
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that results in essentially a *flat” ratée structure without o
providing a proper forum for the Conmission to address important
policy considerations; and (3) reduce conservation signals to '
residential users.
3. Framework for Evaluating Tier Closure Issues

We consider the merits of parties’ arguments in the
context of our legislatively mandated goal of reducing residential
customers’ tier differential. An understanding of this mandate is
essential in adjudicating the partieés’ dispute over thé issue of

tier closure.

In late 1987, an unseasonably cold winter in Southern
California caused inordinately high Tier II usage by many custoners
and largé month-to-month bill increases.

The following year, in response to public COmplaintS
about such bill volatility, the Legislature énacted Senate Bill
(SB) 987, which requires realignment of residential rates by 3
reducing the differential betweén the two tiers. The legislatiéh'
eliminated the formula for setting Tiér I, and orderéd the
Commission to *reducé high nonbaseliné rates as rapidly as
possiblé” subject to ”avoiding excéssive rate increases for
residential customers.” The legislation also specified that tier
realignment should “not eliminateé any significant differéntial
betweén baseline and nonbaseline rates for at least 30 months after
the effective date of this bill.” SB 987 also provided for the
establishmént of a program to assist low-income gas and electric
customers. ’ .
The commission initiated Investigation (I.) 88-07-009 for
purposés of impleménting this législation. Thé procéeding was
divided into two phases. Phase 1 addressed baseline rate design
revisions. This phase culminated in D.88-10-062, which reduced the
gas and éléctric tier différentials in absolute cents per kWh by
10% for PG&E, and by varying degrees for other california energy
utilities, eéfféctive November 1, 1988. Subsequént tier realignment
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wés to be addressed individually for energy utilities_{ﬁ?fhéifi":'
Yespective rate proceedings. - :
B Phase 2 of I1.88-07-009 addressed the developnént of a-

" low-income rate assistance (LIRA) progran. This résulted in
D.8%-07-062 (low-income eligibility criteria) and D.89-09-044 (15%
discount) for a LIRA rate effective November 1, 1989. D.89-09-044
states: -

71t is clear from thé enabling legislation that
the LIRA program’s continued existence depends
on the closure of Tier 1 and Tier 2. To ensure
that such realignment will be pursued _
vigorously, the Commission will examine its
progress in baseline reform in May of 1991, the
30 month deadline in SB 987. (32 CPUC 2d 406,
410.) |

% % %

"We intend that the LIRA discount replace the
baseliné subsidy inherent in each utility’s
existing Tier 1/Tier 2 differential....By Lo
today’s action, we confirm our strong policy to -
procéed with baseline reform as needed to '
address the high bill problem causéd by the
Tier 1/Tier 2 rate differential, and to ensure
that in the véry near future the level of the
LIRA discount and the size of the Tier 1/Tier 2
rate differential are essentially commensurate
«++.No timetable for continued realignment for
Tier 1/Tier 2 rates was established. However,
the lével of the adopted LIRA discount will
cause us to accelerate the pace at which
further reéalignment occurs. (32 CPUC 2d at

411.)

In its next opportunity to alter PG4E’s eléctrioc tier
differential, the 1990 GRC, the Commission reinforced its
comeitmént to tier closure, adopting a 25% tier reduction:.

#For several reasons, we believe substantial
progréss should be made at this time toward
reducing the differential betweén Tier 1 and
Tier 2 rates. The lLegislature has clearly
directed us to reduce high Tiér 2 rates by
reducing this differential, although it has
also instructed us to proceed at a moderate
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. paceé in closing the gap until the end of 1990.

Our determinations in D.89-09-044, as we '

indicated in that dec¢ision, provide a

significant benefit to low-incomé custoners

that mitigates the effect of lower

differentials between rates for the two tiers.

our action in that case allows a moreé rapid

movement toward closing the spread betweéen

these rates. (D.89-12-057, 34 CPUC 2d 199,

345-346.)

Finally, in D.91-04-062 issued in PG&E’s 1991 RDW filing,
we adopted further tier closure to yield a 2.5% increase in Tier I,

4. Bil) Impacts ‘

TURN and PG&E disagreée in their interpretations of the
severity of residential bill impacts which would result from
further tier closure. A comparison of Tier I raté changés from
January 1987 with PG&E’s proposéd May 1, 1992 rates shows an 84%
increase in Tier I rates versus an incréase in total residential
rates of 53% and a system avérage rate increase of 39% over the .
sameé perfod. Sincé PG&E’s current proposal would incréase the
Tier I cumulativé changé since January 1, 1987 to 53.45% above the
average rate increase for Schedule E-1 customers, and 60% above
cumulative inflation for the same period, TURN views PG&E’s
proposal as constituting ”extreme rate shock.” TURN claims that
66% of PG&E’s Schedulé E-1 customers would reéceive bill increases
from PG&E’s proposal, with 26% of those customers seeing bill
increases in the 4%-5% range. Only 18% of Schedule EL-1 customers
(basis residential service at LIRA rates) would actually seé lower
rates while the remaining 82% of LIRA customers would receive rate
increases, with 38% receéiving increases in theé 4,5%-5% range.

PGLE argués that its proposed 5% increase to Tier I rateés
is sufficiéntly moderate while still providing some further o
movenent toward tier. closure. PG4E notes that it also proposed 5%
caps above system average increases in its 1991 ECAC updatée
téstimony as a basis for limiting rate increases under individual

tariff schedules relative to class rate increases. PG&E also
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beélieves its proposal provides relatively moderate bill impaété,
when comparing the 1.9% Tier I increasé adopted on January 1, 1992
with the 13.7% Tier I increase adopted last year. Based on a 1.9%
Tier I increasé for the residential class effective January 1,
1992, PG&E’s additfonal proposed 5% increasé on May 1 would yield a
cumulative Tier I increase for all of 1992 of 6.9%.

Based on a bill impact analysis, PG&E clainms its proposal
provides 98% of all customers éither bill decréases (one-third of
all custonmers) or bill incréases of less than $2.50 per month.

PGSE faults TURN for focusing exclusively on Tier I impacts rather
than loeoking at overall residential ratepayer benefits. PG&E also
argues that TURN strategically seélected thé January 1987 benchmark
to cast PG&E’s proposed rate lncreases in the worst possible light.
By using an alternative May 1985 benchmark, PG&E computes only a
7.4% Tier I increase from May 1985 to May 1992, or 1.4% above the
residential class average increéase.

5. Discussion ' _ .

whilé we are pérsuaded to exercise restraint in imposing
further increéeases on customers who do not exceed Tier I quantities,
we still believe a moderate increase in Tier I rates can be
authorized without undue detriment to such customers. As stated
abové, our adoption of the LIRA program provides an alternative
means of mitigating utility bill impacts for low-income custonmers
while still allowing the Tier I increase we authorize today. We
also take into account the relatively small Tier I increase which
we authorized on January 1, 1992 as a basis for further flexibility
in closing the Schédule E-1 tiers.

We must balance the potential limitead detriment to the
22% of customers who always stay within Tier I'against the
offsétting benefits to ratepayers overall from lower Tier II rates
and reducéd bill volatility.

Given the mandate of SB 987, we cannot simply order a
halt to any further progress toward tier closure, as TURN requésts.
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Yét, in recognition of the disproportionate billing increases which
have fallén upon sectors of residential customers over time, we
believe a sonewhat smaller increase than PG&E proposes is
appropriate. This conclusion is further reinforced by éomparihg
PG&E‘’s tier differential to that of other utilities, as di5cu55ed_

below.
6. PG&E’s Tier Differential
Relative to Other Utilities

Parties introduced evidence comparing PG4E’s tier
differentials to that of other California utilities as a further
basis for evaluating PG&E’s proposéd tier closure. TURN believes
PG&E’s proposal goes too far in éliminating the differential
betwéen the tieérs. TURN contends that any further ¢losuré beyéond
PG&E’s current 25% ratio would effectivély cross the thréshold from
inverted to flat rates. TURN arqgues that if thée Commission 1hténds
to eliminate invérted rates for residential custonmers in all but
name, it must makeée the explicit policy decision in PGLE’s GRC, 7
based on a full record. )

PGLE disputes TURN by attempting to show that its _7
existing and proposed tier differéntials are within the range of
other california utilities. PGAE notes statistics on tier
differentials for Southern California Gas Company (SoCalGas) and
Pacific Power and Light Company. As illustrated in PG&E’s 7
computations, the tier differential eXperiehcéd by individual
customers can vary depending on usage differences. This résult .
occurs wheén fixed customer charges are treated as part of the
Tier I rate, and converted into a per-unit amount based upon
different levels of customér demand. PGSE refers to this combined
éffect of a fixed customeér charge and a variable Tier I rate as a
“composite tier differential.” Thus, customers whose total
consumption is less than the total baseline allowahce experiénce a
higher composite Tier I rate and a lower tier differential than
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those of other customers who use at or above the total baseline
allowance.

PG4E showed that the composite tier differential for
SoCalGas and Pacific Power and Light Company has been as low as
1.06-1.07 for low-usage custoners. Their system average
differentials of 1.21 and 1.09, respectively, are below PGLE’s
current 1.25. Accordingly, PGLE beliéves these comparisons
indicate that PG&E’s proposed tier ratio of 1.11 is well within the
scope of what the Commission considers acceptable.

7. Discussion

Wé are unpersuaded by TURN’s argument that "a two tier
raté structure that raintains a differéntial of léss than 25% is
essentially a flat raté structure.” TURN provided no empirical
eévidénce to support this conclusion beyond thé judgmént of its ~
witness Mr. Marcus. Contrary to TURN’s argument, we consider it
somewhat arbitrary to conclude that any tier closuré beyond PG&E’s
currént 1.25 ratio would ”eliminate inverted rates for the
residential class in all but nameé.” .

Yét we also are unpersuaded by PG&E’s conclusion that its
proposed tier closuré ratio of-1.11 is *well within the scope of
what the Commission views as acceptable.” PG&4E’s proposed tier
ratio would be markedly below the 1.21 composite tier ratio for
SoCalGas. PGLE’s statistical comparison omits the ratios for the
other two largest California electric utilitieés, southern
california Edison Company (Edison) and San Diego Gas & Electric
Company (SDG&4E). ) , ‘ '

TURN presents (in its opening brief) a statistical
comparison of changes in PG4E’s tier differential in recent yeéars
relative to that of SDG&E and Edison (which we have appended as
Appendix B). The 1.11 tier differential resulting from PGLE’s-
proposal is well below the 1.26 ratio for SDGLE and the 1.33 ratio
for Edison. Our rateé of progress toward tier closure is somewhat
obscured by TURN’s comparisons, which combinée ECAC, GRC, and RDW
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proceedings. As DRA points out, we have not tradltlonally »
considered tier closure as an explicit goal in ECAC proceedzngs.
DRA conmputes that for proceedings where tier closure has- been
considered, the average Tier I increase has been 5.12% above the
class avérageé increase, which is moré than PG&E has proposed in
this proceéding. :

I1f comparisons with other utilities have relévancé at ali
in this context, the statistics for all california electric
utilities should be considered, not just those that serve PGLE’S
(or TURN’s) predetermined purpose. Though PG&E and TURN have each
selected different statistics on tier differentials of other
utilities to support opposite arguments, we find limited value in
relying on such comparisons to support eithér party’s position.
The tier differentials for othér utilities do not necessarily
indicate what is appropriate for PG&E. The circumstances léading
to other utiltities’ tier differentials may not be analogous to -
PGLE’s situation. 1In its comments on the proposéd ALJ’s pecision,
PGLE notes various factors that may warrant divergent tier
differentials among utilities such as timing of rate cases and
inhérent differéncés in customers’ rate structures. ‘

Thére arée no mechanical rules dictating a precise answér
4s to the proper adjustment to PG&E’s tier differéntial.
Accordingly, our adopted result must rely on a measure of
subjéctive judgment. On baiance, while some progress toward tieér
closure in this RDW is defensible, we concludé that PGLE’s propbséd
tier differential would mové too far. Thus, we decline to adopt o
the full 5% Tier I increase requested by PG&E. We agréé with TURN
that this RDW is not the proceeding to completely éliminate ‘
inverted rates. We conclude, howéver, that the modest tier closure
we adopt in Section A.10 maintains the principlé of inverted rates
and is broadly consistent with our progress in tier closure for
other California electric utilities. ”
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8. Effect of Unresolved Pollcy Questions
on Tier Closure Feasibility

TURN arques that we should halt any further progre§s  -
toward tier closure until evidence is héard in PG&E’S GRC reqérding
adversée impacts on consérvation incéntives due to a mOVemént toward
flatter rates. TURN cites a 1982 study conducted by PG&E which
concluded that inverted rates result in a net usage decline by

residential custoners.
PG&E objects that the 1982 study addressed the effects of

changing from a declining block to an inveéerted-block rate
structure. Accordingly, PG&E beélieves the study is not in conflict
with its proposal merely to reduce, but not eliminate, inverted
rates, ' '

TURN raises a second policy issue which should be -
explored in PGSE’s pending GRC beforé further tier closure is-
orderéd. . TURN suggests that a séasonally differentiated second
tier, with larger tier dlfferentlals in the summér; may be explored
in PGLE’s GRC. TURN is concerned that any further tier reduction
beyond 25% is likely to make it practically very difficult to
implemént such a rate désign change without raising the summer
second tier significantly.

9. Discussion :
The 1982 PG&E study clted by TURN fails to provide any

basis to halt further progréss toward tier closure until PG4E’s GRC
is completed. The study dealt with a change from declining block
to invértéd block rates. It did not show that modest changes in
tier differentials pose a serious threat to consérvation
incentives.  In réviewing the study’s 10-yéar-old findings, we find
no conflict with the modest adjustment in tier differentials we
adopt herein.

Although ‘oné of our residentjal rate design goals is to
maintain conservation incentives stated in D.906-01-015, that goal
has not conflicted with our related goal to reduce the Schedulé E-1
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tier differential. The statistical comparison of steadily
declining tier differentials over recent years presentéd in
Appendix B demonstrates this fact.

We likewise find no basis to halt further tier closure
because of a poténtial effect it may have on a party’s lltigation
success in advancing a position 1n a separate proceeding. This is
particularly true when the position being advanced would contradict
the mandate of SB 986 by increasing, instead of closing, tier '
differentials.

Accordingly, we do not believe thé two policy issues
related to inverted rates raised by TURN must be resolved in PG&E’s
‘pénding GRC before any further progréss can be made toward further
tier closure. Our policy mandate to make progress in closing the
tier differential for Schédule E-1 résidential rates has been
clearly enunciated over thé past several years, as reviewed above.
TURN has not shown that there aré conflicting policy issues so
compelling as to warrant a completeée halt to further progress in
pursuing that mandated goal.

10. Adopted Tier bDifferential A

Based on the considerations discussed above, weé concludé,
on balance, an increase of 3% in Tier I is appropriate. We hereby
authorize Tier I rates to be increaséd by this amount éffective
May 1, 1992. oOur refusal to authorize thée full 5% increase
proposed by PG4E réflects a balanced policy which gives some weight
to billing impacts and our past rate of progress toward tiler

closure.

Our ‘historical rate of progréss is fllustrated in the
Appendix B (revised) appended to PG&E’s comments to the proposéd
ALY decision. PG4E includeéd this table as a revision to the '
Appéndix B in the proposéd ALJ decision which had incorporated a
table from TURN‘’s brief which had also included data for other
california utilities. For our final decision, wé replacé the
Appendix B from the proposéd ALJ decision with PG&E’s Appendix B
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(Revised) . As shown in Appendix B (RéviSed),’we/have:genéfaliy'
adjusted PG&E’s tier differential by annual increments of 10% or
less exXcept in the context of a GRC. A 3% Tier I increase results
in a reduction of the tier differential of 9% (i.e., 25% - 16%)
which is generally in Keéping with our past rate of progréss in
tier closure for PG&E.

An increase of 3% strikes an appropriate balance between
rate increase mitigation for low-usage customeérs and moderate -
progress toward tier closuré. Our 3% increase is somewhat higher
than the 2.5% increase we authorized in PG&E’s last RDW, but is
justified given the substantially lower January 1, 1992 Tier I
increase of 1.9% (compared with a 13.7% increase in January 1991).
Accordingly, the billing impacts of our adopted 3% Tier I increéase
arée weéll within thé bounds of the total Tier I increases wé imposed
on residential customers last year, which involvéd a much higher
overall rate impact. ' ‘

our 3% increase likewise placeés PG4E’s tier differential
roughly within thé range of values currently adopted for other
california eénergy utilitiés, although we récognize it is at the low
end of this range. Our 3% increasé also représéents comparable '
progress toward tier closuré relative to the closure we adopted in
last year’s RDW (see Appendix B). -

consistent with the 3% increase in Tier I, we shall adopt
a 4.1% decrease in Tier II rates, to yield an overall tiér
differential of 1.16. The eéffects of our action on Schedule E-1

rates are summarized below!
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Present Proposed Adopted
1/1/92 5/1/92 5/1/92
Rates Rates : Rates

Enerqgy Chardqe:

Baseline (Tier I) . » o o ‘
Quantities, per kWh $0.11107 $0.11661 $0.11439

Tier IX Quantitieés, per kwh 0.13865 0.12907 0.13290

Ratio Tier I: Tier II 1.25 1.11 1.16
Tier Differential ¢/kWh 0.03465 S 0.02471 0.01851

These adopted changes balance our goals of continuing to
make progress toward tier closure while mitigating the billing
impacts on the residential class. They also allow somé room for
flexibility in considering further tiér adjustments in the pending
PGLE GRC. Finally, they also recognize that higher tier ratibs are
still in place for Edison and SDG&E.

) At the adopted rates, the typical customer who has only
Tier I usagé of 328 kWh/month réceivés an increase of $1.09 for a
total bill of $37.52. With somé Tier II usage, say 500 kWh/month
the customer receives an increase of 10¢ for a total bill of"
$60.38. For usage of 1,000 kWh/month, the decrease is $2 78 for a
total bill of $126.83. :

Similarly, a residential customér 6n the LIRA prbgram,
who has usage of 328 kWh/month, receivés an increase of 93¢ for a
total bill of $31.82. For usage of 500 kWh/month, the increaseé is
9¢ for a total bill of $51.21. For usage of 1,000 kWh/month, there
is a decrease of $2.35 for a total bill of $107.58. :
B. Schedule E-7 Baseline Ccredit Reduction

PGLE proposés that the Schedule E-7 (time-of-use)
baseline credit be réduced to réflect the proposed lével of
Schedule E-1 tier flattening. In D.91-04-062, the Schedule E-7
baseline credit was set equal to the arithmetic difference between
thé schedule E-1 Tier 1 and Tier 2 rates. PG&4E proposes that this
precedent be applied to the current case to reflect the
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Schedule E-1 tier ciOsuré proposed by PG&E. PG&E’s tier closure
proposal yields a Schedule E-7 baseline credit of $0.01246.

PG&E proposeés a similar adjustment for Schédules_E—A? and

EL-A7, experimental time-of-use rate options which were adopted in
May 1991. These ratée options incorporate the Schedule E-7 baséline
credit rate structure.

No party challenged PG&E’s rationale that the
Schedule E-7 credit should be linked to a change in the
Schedule E-1 tier differential. While TURN objects to further tier
flattening, it does not contend that PG&E is wrong in pointing out
the logical connéction between tiér flattening and the Schédule E-7
baseline credit reduction.

1. Discussion N

PG&E’s proposal to adjust thé baseline credit for thé
Schedule E-7 and related TOU rate schédulés to recognize thé,change
in the Schedule E-1 tier differential is consistent with our prior
 practice as adopted in D.91-04-062, and we will adopt it. since
our adopted tier flattening as previously discussed résults in an
arithmetic difference of $0.01851 between Tier I and Tier 1I, the
corresponding Schédulé E-7 baseline credit to be applied is ‘
$0.01851. We adopt similar adjustments for Schedules E-A7 and
EL-A7. _ :

C. Master Meter Discount Increase _

PG4E proposeés that thé Schedule ES and ET master-meter
discounts be increased to reflect the lower baseline diversity
benefits resulting from its proposed Schedule E-1 tieér closure,
Schedulés ES and ET, respectively, apply to multifamily apaftmént
and mobilehomé park seérvicé wheré PGLE serves the masteréﬁeterq
account through a central meter, and the mastér-neter customer then
subneters and bills his tenants. The diversity benefit '
neutralizés, on average, the windfall that would otherwise accrue.
to the master-meter customér. The windfall can result when the
master-meter customer purchases electric power from PG&4E in amounts
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below the baseline quantity for the complex as-a whole, paying
Tier I rates, and resells it at Tiér II rates to teénants who éxceed
their individual baséline quantity. ‘ ' )
, To the ektent the Schedule E-1 tier differéntial is
reduced, the magnitude of the average diversity benéfit to
" master-méter customers likewise decreases. Accordingly, PG&E
proposes to increase the current Schedule ES and ET naster-meter
discounts from $3.00 and $10.74, to $3.37 and $11.20, respectively.
1. Discussion

PG&E'’s proposal to adjust the Schedulée ES and ET
master-meter discounts consistent with changes in the Schedulé E-1 -
tier differential is reasonable. No party contested the logical
linkage between master meter discounts and the tier differential,
In this decision, we adopt a different tiér differential than that
proposed by PGLE; theréfore, wé adopt an increase in the ' :
raster-peéter discounts consistent with the adopted tier closure.
We agree with PGEE that this adjustment is a simple applzcatlon of |

commission precedent.

Wé will address adjustments to thée discount in the rate
design window proceéding only if there is & significant impact from
proposed rate design window changes or from significant changes
adopted by the Commission in other proceedings.

D. Proposéd Elimination of the Minimum Average
Rate Limiter (MARL) for Schedule ET/ETL

In PG4E’s 1990 GRC D.$9-12-057, we éstablished a MARL for
gas and electric mobilehome park master meter customers (Schédules
GT and ET) as a means of assuring that PG&E reécovers at léast
enough revenue from each Schedule ET customer to covér its
ECAC-related fuel costs. Historical data in that proceeding showed
that ovér 36% of Schedulé ET bills paid average rates (after ’
deducting the allowablé master-meter discount) which weré _
insufficient to even cover PGLE’s cost of fuel. We implemented the
MARL to rectify this problem by triggering an additional charge on
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such deficiént Schedule ET accounts. Any Schedule ET custonmérs
whose average bill per kilowatthour, net of the master-réter
discount, is less than the ECAC tariff rate is asseésséd an
additional MARL charge, so6 that PGLE at least récovers the
ECAC-related costs incurred to serve the Schedule ET customer.

In this RDW, thére aré two proposed changes before us
relative to the MARL: one by PG4E to expand it and a second by WMA
to eliminate it. We first address WMA’s proposal to eliminate the
MARL, and then separately consider PG&E’s proposed MARL changeés.

1. Parties’ Positions :

WMA proposes the completeée elimination of the MARL for
Scheédule ET and ETL (mobilehome park) masteéer-metér customers. WMA
believes the MARL unfairly forces certain Schedulé ET customers to
bear the burden of shortfalls of revenué to PG&E. WMA argues that:
the MARL prevents certain ET customers from recéiving the full
amount of the submetering discount authorized in D.89-12-057.

PGLE opposes WMA’s proposed elimination, and in fédt';
proposes expansion of the MARL. DRA agrees with PG&E, and opposes
WMA’s proposal to éliminate the MARL,

only a relatively small number of the more than 1,400
Schedule ET accounts are négatively impacted by the MARL. WMA
states that the MARL reducéd the dollar amount of submetering -
differential payments made by PG4E to 330 Schedulé ET accoéunts by
an a&erage $2.29 per spaceé per month during caléndar year 1990. In
the first 11 months of 1991, WMA estimatéd a monthly average of 208
Schédulé ET accounts expériénced a $2.58 per space reduction in

monthly submétering differential payments., _
WMA believés that the MARL violates Public Utilitiés code

Section 739.5. Section 739.5 applies to owners of mobilehéme parks
and multifamily dwellings which récéive service from PG&E through
master meters and which, in turn, provide subméteréd servicé to
their tenants under Schedules ET and GT (mobilehomé parks) and
Schedules ES and GS (rmultifamily dwellings). Section 739.5
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requires master-meter customers who provide such submetered service
to tenants to chargé the tenants the same rate that the utility
would charge if it provided the service directly. :

This submetered service allows the utility to avoid
distribution and customeér costs for services provided by the
master-nmeter customer. Accordingly, Section 739.5 requires the
utility ”to establish uniform rates for master-meter service at a
level which will provide a sufficient differential to cover the
reasonable averagée costs to master-méter customérs of providing
submeter service....” ¥WMA believes the MARL results in certain
Schedule ET customers recéiving lower master-meter differential’
payments than the amount adopted in D.89-12-057, theéreby violating
the cited code section. . ‘

WMA further argues the MARL is a discriminatory rate
since directly méteréd low-use custoémers aré not billed for
shortfalls in cost récovéry. PG&E makes up such shortfalls thrOUgh
rates charged other customers, including submeteréd residents.

WMA also objects to the MARL on the grounds it is anti- '
consérvation, and that no commission pollcy exists for contlnulng
the MARL.

2. Discussion : _ _

On balance, weé reject WMA’s proposeéd elimination of the
MARL at this time, based upon thé arguments it presents. Yet we
léave open the option for WMA to raise the issue of MARL '
elimination in PG&E’s 1993 GRC, in the context of a rééevaluation of
the master-meter discount.

: Although retaining the MARL, we still provide someé
mitigation of MARL impacts through our adopted tier closure
discussed elsewhere in this décision. Through our increase in the
Tier I rate in this décision by 3%, we automatically incréase the
amount of revénué that low-usage Schedule ET customeérs will pay,
irrespective of the master-meter discount. bDue to the increased
revenue from low-usage Schedule ET customers paying higher Tier I
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rates, cost recovery deficiencies will be reduced and thé MARL
should be triggered léss often. ‘ -
Ccontrary to WMA’s interpretation, we find no basis téw
conclude that the MARL violates Section 739.5. WMA’s
interpretation of Séction 739.5 focusés on the rights of 7
naster-meter customers, but fails to give proper weight to the
statute’s dual requirénents. Section 739.5 not only réquires an
allowance to compensate master-meter customers, but also to prevent
overconpensation of differential payments. Seéction 739.5 also
requires that the differential payments 7"shall not exceed the
average costs that the corporation would have incurred in prOV1d1ng
comparable services directly to thé users of the service.” :
Contrary to WMA’s claim that theé MARL violates
Section 739.5, we imposed the MARL to promoté compliancé with the
provisions of Section 739.5. By imposing thé MARL, we providéd’a
safeguard that the master-meter différential “shall not exceed the
average cost that (PG&E) would have incurreéed in providing ’ :
comparable sérvices directly to thée users of the sérvice,” as
required by Section 739.5(a). _ :
Accordingly, thé MARL balances the Schedule ET customer'
entitlement to the master-meter discount (which constitutes the
differential payment) against the the utility’s entitlement tb '
1imit the discount to the cost of providing comparable service to
other customers. If the allowed mastér-meter discount is o
overstated, then Schedule ET customers aré compensated in excess of
the cost avoided by the utility, théreby violating the intent of
Section 739.5. It was such a concern ovér the reliability of the
discount allowance, and cost studiés undeérlying it, that led-us to
devise the MARL. As we further noted in that decision: #Thé fact
that some (Schedule ET) bills are lower than the cost of fuel
indicates that the existing (master-meter) discounts are skewed.”

We clearly stated in D.89-12-057 the reasons why we were

establishing the MARL, noting:
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#Thé statistics on the percentage of master-

meter customers with aVerage rates less than

the ECAC...rates, combinéd with thé somewhat

shaky basis for the master-meter discounts,

leads us to adopt a safeguard to ensure that

the limitations of Section 739.5(a) are

observed.” (34 CPUC 2d at 352.)

WMA’s proposal fails to resolve the concérns raised in D.89-12-057
regarding the reliability of the master-meter differential payments
we adopted therein. WMA asks us to remove the safequard provided
by the MARL without providing any acceptable alternative to assure
the fairness of the adopted master-meter differential payments.

We also reject WMA’s argument that the MARL is unfair in

that it prevents certain ET customers from recovering the full
master-meter differential payment wé authorized in D.89-12-057.
We adopted thée MARL as an integral element in our détérmiﬂatidhidf
the allowable differential payment to master-meter customers. Had
we not adopted the MARL, we would also havée reconsideréed the i
allowance for the differential payment. Thus, the net billings to
Schedule ET customers which include the MARL aré proper.

Although Section 739.5 provides, in part, for a
master-meter discount, that does not mean that every individﬁal
customer is guaranteed that other billing determinants may not
otherwise increasé the net bill. We acknowledged the MARL’s
potential impact on the master-meter discount, as we stated in
D.89-12-057¢ ”This minimum rate should be collected from customers
evén if master-meter discounts would result in a lower bill.” (34
CPUC 24 at 352-353.) Thus, WMA has tailed to justify an
elimination of the MARL on. the basis of violation of Section 739. 5.

We further réjeéect WMA’s argument that no Commission
policy exists for continuing the MARL. Our policy warranting
continuation of the MARL is presented in D.89-12-057, as discussed
above. WMA complains that the MARL was adopted without being
subject to scrutiny, cross-éxamination, or arqumént during the
hearing process leading to adoption of D.89-12-057. Yet, WMA was
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allowed to comment on the proposal during the review phase of the
ALJ’s proposed decision. WMA also filed a petition for rehéaring
opposing the MARL which we denied in D.90-05-049. Thus, our
adoption of the MARL resulted from a fair adjudication procéss andg
legally constitutes our adopted policy.

WMA challenges thé prenise¢ we adopted in D.89-12-057 in -
which we assumed that “¢lementary arithmetic shows that costs
underlying the discount eXceed the utility’s averagée cost of
providing customer access” in those instances where the customeér
bill, net of the discount, was less than the cost of fuel. Our
assumption underlying this statement was that, absent the
naster-meter discount, PG4E would at least recover the variable
fuel costs it incurred to provide service indirectly to submétered
tenants. Since submetéring services provided by master-meter
customers do not allow PG&E to avoid thé cost of fuel to serve
tenants, we concluded that the master-meter discount should not be
so high as to allow thé customer to avoid compensating PGEE for the
cost of fuel at a mininum. Thus, the MARL was sét at the
ECAC-related rate. :

WMA challeénges this reasoning, arguing that the MARL
itself does not adhéreé to thé'requirehents of ”elementary
arithmetic” and logic in that it mixes ”applés and oranges” by
subtracting the masteér meter discount (an average fixed charge)
from individual customer bills (a variable amount based upon
usage) . _

It is not thé intent of the MARL to assure PGLE récovery
from each individual ET customér of all of its unavoidable costs,
The primary goal of thé MARL is to avoid overcompensating the
master-meter customer through an inflated discount allowance.
Since limitations of coést studies left us with uncertainty as to
the correct allowance of master-méter discounts in D.89-12-057, we
devised the MARL as a4compronise méasure., The MARL provides a
pragmatic hedge against our own reluctance to otherwise adopt the
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discount allowance we did. By nalntalnlng PG&E’s net recovery from
‘each account at a floor level equal to the ECAC fuel cost, we hedge
against the uncertainty that the discount is overstated.

We agréé that the master-meter discount covers avérage
fixed costs. Yet, if the discount is overstated,; it may result in
the total revenues (for both fixed and variable costs) colléected by
PG&E from an individual Schedule ET account to beé deficient. Even
though WMA is correéct that theé actual ECAC tariff factor paid by
Schedulé ET customérs covers theé associated ECAC-related cost of
fuél, PG&LE is still left with a net deficiency from certain
customers. To the extént that the masteéer-netér discount may be
overstated, it contributes to this deficiency. Thus, although theé
MARL compares an individual bill with an average fixed charge, the
resulting goal is still to assure that the overall floor level of
révenué does not fall bélow the equivalent ECAC costs.

We recognize that overstatement in thé master-meter
discount is not the only possible factor potentially'contfibutinai
to Schedule ET bills which yield less in total than the eQuivaIéht
cost of fuel. The other possible reason is simply the inhetéﬁtf
subsidy built into Tier I ratés, resulting in undérrecovery of
fixed costs. Low customer usage at subsidized Tier I ratés may
yield insufficient revenue to provide breakeven recovery of f1ked
costs irrespectiVé of any overstatenment in thé master-metér
discount. Thus, such low-usage révenues may fail to equal the
fixed costs of providing service, resulting in the discount
éxceeding the fixed costs recovered from the customer. This ﬁay'
not necéssarily mean that the discount exceéds the actual fixed -
costs of servicé, but rathér that subsidized Tier I rates simply
underconpensate for the cost of service,

Yet, without a further cost study of the master-metér
discount, thére is no exact way to determine how much of the
Schedule ET customer shortfall is due to an overly inflated
master-meter discount and how much is due to the inherent shortfall
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resulting from low-usage customers being billed at Tier I rates set
below the cost of service. Accordingly, the MARL’s measurement
methods are an acceptable tradé-off between imprecision and
risk-hedging.

Likewise, WMA’s other arguments advocating elimination of
the MARL do not compel us to remove this safeguard. WMA’s
anticonservation argument is unpersuasive. There is no basis to
conclude that the effect of the MARL’s price signals on 330
custoner accounts has any measurable irpact on conseérvation of

PG&E’s résources. .
For all of the above reasons, we réject WMA’s proposal to

eliminate the MARL at this time. It would be premature to consider
elimination of the MARL and the safeguards it provides prior to
full consideration of the reasonablenéess of the master-meter
differential payments themselves. In D.89-12-057, we directed PG&LE
to develop a more accuraté method of calculating the master-meéter
differential payment, and to réport thé résults in its next géneéral
rate casé application. Until a complete réecord is developed in
PG&E’s pending 1993 GRC on the reasonabléness of the master-meter
differential payments for Schedule ET, it is appropriate to
continue the provision of the MARL at leéast in the intérim for the

reasons we explainéd in D.89-12-057.
WMA arques that we need not wait until the GRC to resolve

the uncertainty over the reasonabléness of the master-néter
discount. WMA has eéxpréssed its agreement with PG&E over its
revised study results which WMA believes are very similar to the
existing fixed cost amount of the discount, Déspite WMA’s support
for PGLE’s revised cost study, the issue of the reasonableness of
the master-meteér discount is properly within thé scope of thé GRC,
It would be premature to speculate in this RDW as to what findings
on the master-meter discount we will makeé in the GRC, without the
benefit of a completé record on thé matter,
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By deferring further consideration of the MARL issue toé
the GRC, we also provide a more compréhensive forum té consider aill
aspects of the MARL in one integrated procéeding. For exémplé;
PGLE is also proposing to change its gas department MARL in its
currently pending BCAP; the GRC provides a forum to consider any
interrelationships betweéen gas and electric department MARL impacts
on a consolidated basis. Also, while WMA presented evidence
opposing the MARL for Schedule ET/ETL (mobilehome park) customers,
it provided no evidence nor opposition to adopting a MARL for
Schedule ES/ESL (multifamily dwelling) customérs. A more complete
record should be déveloped to determine if it would be '
discriminatory to impose a MARL for one group of master-meter
customers but not thé other.

E. Proposed Expansion and Extension of the MARI, ,

. PG&E proposes to éxtend the provisions of the MARL for
Schedulés ET and ETL to also include Schedules ES and ESL. The
currént MARL for Schedules ET and ETL equals only the Schedule E-1
ECAC tariff component. PGAE séeks to expand thé MARL energy chargé
to equal the sum of the ECAC, Annual Enérgy Rate (AER), and ¢puC
feé rate components, or $0.05386, and also to add a fixed charge
componént equal to the Schedule ET submetering discount of $11.19.
In support of its proposal, PG4E states that the intent of thé MARL
as adopted in D.89-12-057 was that master-meter customers who
subneter fully coveéer the unavoidable costs theéey impose on the
utility. PG&E believes its proposal accomplishes that intent.

Only two parties, DRA and WMA, took positions on PG&E’s
proposal. DRA genérally supports PG&E’s proposal, and believes it
is consistent with the intent of D.89-12-057. DRA is neutral,
however, on the proposal to éxpand the MARL to include a fixed
charge équal to thé master-meter discount. As stated above, WMA
‘opposes PG&E’S proposal to expand the cost elements of the MARL,
and in fact, advocates its elimination for Schedule ET and ETL

customer accounts.
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1. Discussion : |

In responding to PG&E’s requést, we nust again clarify
the intent of the MARL and what its limitations are. As discussed
previously, the MARL merely provides a hedge against the risk of an
overstated mastér-meter discount unduly reducing revenues otherwise
due PG&E. The MARL is not intended to compleétely indemnify PG&E.
against individual billing shortfalls caused by reasons other than
naster-meter discount anomalies. Eveéen in thé absence of the
master-méter problém, PG&E could still fail to recover all
unavoidable costs from certain custonmers.

In its comments to the ALJ’s proposed deécision, PGLE
argues that the MARL must be viewed as entirely -independent of the
issue of whether the submetering discount is too high: If wé were
to adopt PG&E’s proposal to justify thé MARL mérély on thé basis.
that net average revenues from Schedulé ET customérs féll below a
cértain minimum level, wé would unfairly discriminateé against -
Schedulé ET customers based on the limiteéd record on this issue.
Although PG&E proposés that Schedule ET customers make up any fr‘
shortfalls relative to unavoidable costs, PG4E fails to explaln why
we should not similarly impose minimum charges on all other
customer classés whose net révenué fails to cover its unav01dab1e
cost of service.

PGLE tries to distinguish Schedulé ET customers from
other customers, arguing that only the formér fail to cover théir
variable ECAC costs in rates. This argument arbitrarily attempts
to link net billed revenué received under Schedule ET specifically
with ECAC-related costs, and obscures the relationship between cost
incurrence and revenué recovery.

As PGLE, itseélf, explains (PG&E’s Réply Brief, pg. 11),
its own accounting procedures treat the révenue shortfall, not as a
deficiency in recovery of ECAC rates, but as a deficlency in tixed
baseé rate costs. As PGLE explains, upon receipt of Schédule ET
billing revénues, each of its balancing accounts aré first credited
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with the full tariff components applicable to the Schedule ET
customér’s variable Kwhr consumption. Accordingly, PG&E is nade
whole for these balancing account cost elements, contrary to its
argunents. PGLE then posts a negative ERAM entry to record the
renaining shortfall (i.e., the difference between the submetefing
discount paid to the Schedule ET customer and the amounts app11ed
to the respective balancing accounts). :

Accordingly, as a negative ERAM entry, thé shortfall is
properly viewed as a deficiency in recovery of fixed base rate t
costs, not in fuel costs. Moreover, thé negative ERAM entry will
eventually be récovered by PG&E through subsequent amortization of
the undercollection through rates. Thus, thé ultimate concern is
how the shortfall is allocateéd among customér classes.

The alléged ECAC shortfall results from PG&E’s attempts
t6 subtract a fiked discount from bills which are based on variable
usage. In reality, a customer with low usage will correspondingly
‘impose a lower variable cost on thé utility. Thus, although a
‘low-usage customer generates léss revenue, its corresponding costs
of servicée aré reduced likewiseé. In this manner, Schedulé ET'
customers pay theéeir full share of ECAC and other usagé relatéd
tarrif costs, but underpay their fixed costs.

From this perspectivé, the sourceée of the shortfall is in
recovery of fixed costs rather than variable ECAC costs. PGLE is
" not entitled to reduce payment of the master meter discount
otherwise authorized merely because the révenue received from
‘Schedulé¢ ET customers fails to cover all fixed costs of submetering
(as reflectéd in the master-metér discount). A shortfall in fiwed
costs is not unique to schédulé ET customers billings. Yet,'ﬁe
impose no éxtra obligation on other customers to make up their
individual shortfalls reésulting from low usage or subsidized rateés.

PGLE’s argument that othér ratépayers disproportionateély
subsidize Schedule ET customers’ fixed costs fails to factor in the
offsetting savings related to thé submetering costs avoided by
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PG&E. Irrespective of low usage, the Schedule ET chzs.t:Omér’mu'st' pay .
the fixed submetering costs incurred toé serve tenants. If these
tenants were directly metered customers, PGLE could not avoid
incurring theése fixed costs merély due to low customer usage.
Likewise, PG&E should not be relieved of paying the master-neter
discount (a proxy for its own system costs) merely because of
billing shortfalls.

The rationale for continuing a MARL is to compénsate for
the uncertainty that the master-méter discount, itself, is skeweéd,
as discussed above. Because of the uncertainty over the degree to
which a skewed discount allowance contributes to PG&E’s révenue
shortfall for certain ET accounts, we decline to expand thé MARL
allowance to include additional cost eléménts as PG&E proposeés.
PG&E’s proposal would compenskte it not just for any unrecovéred
variablé ECAC costs, but also for other variable costs and fixed -
costs embeéedded in the mastér-meter discount. Although we recognize

- that the MARL coveérs only thée ECAC portion of PG&E’s fuel costs, -
this limitation maintains the status quo in the absence of -

convincing evidénce to the contrary.
Until the the record is further developed in the pending

GRC as to what extent master-metér discounts may be skéwed, we
decline to éxpand the cost recovery under the MARL, as PG4E
proposes. Otherwise, we may unduly upset this balance, increasing
the risk of unfairly charging Schedulé ET customers for revenue
shortfalls unrelatéed to errors in the mastér-meter discount.
Billing shortfalls due mérely to low usagé or the effects of
subsidized Tier I rates are not neceéssarily limited to mastér-meter
customers, PG&E’s witness admitted hé had né way of knowing the
éextéent to which customers not on Schedule ET may also pay less than
the costs they impose on PG&E’s system (TR. 8385). Yet, we have
not uséed a MARL as a means of requiring such individual customers
to pay exactly the full unavoidable costs of serving thém. Absent
a convincing showing to thée contrary, we do not view the MARL as a




A.88-12-005 ALJ/TRP/f.s *

comprehensive tool to assure 100% récovéry:of unavoidablé:ébéfé,oh
a per-customer basis. The $5 ninimum bill provides a minimum fléor
on recovery from each customer. ’ 4
Accordingly, we may consider further propésals for
révisions or elimination in thée MARL in thé pending 1993 GRC. To
the extent that rate design testimony has already been served iﬁ '
the GRC, we will enteéertain proposals for supplemental test1mony to
address the issues carried forward from this RDW. _
Although we décline to increasé the MARL allowancé, weé
will adopt PG&E’s proposal to exténd the provisions of the MARL to
Schedulés ES and ESL. This proposal was not opposed by any party;
and it simply promotes consistent treatment among master-méter
customers. '

F. Residential Polyphase Service
PGLE supplies "polyphase” servicé to customers whose

power requirements eéxceed specified limits. Polyphase service
suppliés alternating currént of three séparate phases of thé samé '
frequency and voltage, more efficiently supplying power than -
single-phase service.

PG&LE proposés to include polyphasé sérvice in the
Applicability Section of all residential rate schédules,
Ccurrently, polyphase sérvice on residential rate schedules is only
allowed for multifamily Schedule EM, ES or ET residential customers
who wereé supplied three-phase servicé on a genéral sérvice
commercfal schedulé on August 27, 1976. PGLE believes that
extension of polyphasé eligibility to all residential end-users
will provide more equitable treéatment to residential customers
forced to take service on non-residential schedules simply bécauseé
of polyphasé métering requireménts.,

1. Discussion
We conclude that PGLE’s proposal has meérit, and we will

adopt it. Theére are a number of residential end-uses involving
higher connected load or power requirements needed for certain
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combinations of appliances which are not necessarily coveréd;Undef
existing polyphase rate schedules. As PG4E points out, pbélyphase
servicé is increasingly necessary even in new housing subdiV1s10ns
for new single-family dwellings.

He likewiseé adopt PG&E’s proposal for an implementation
period to identify and process relévant customer accounts eligible
for residential polyphase service. PG&4E cautions that it is -
extremely difficult to identify which customers currently on
polyphase non-residéntial rate schedules have residential end uses.
Accordingly, we will allow an administrative implementation period
of one year beginning May 1, 1992 during which time PGLE shall
identify and switch all eligible polyphase customers to the
appropriate residential schedule.

G. Sécond Metérs at Single Reésidences

PGL4E proposes to modify existing residential tariff rules
to permit use of second meters at a single residence. Current*:
rules prohibit singlé residences from réceiving service ffom'séébnd
meters that are polyphase to prévént the samé customér from E
receiving multiple baseline quantities. Although PG&E‘s tariff’s
do not specifically staté that single-phase second meters are
ineligibleé for residential service, we have ruled accordingly in a
number of complaint cases. In such cases, second meters aré
required to take servicé on a genéral service, non-residential

schedulé.

PG&E’s proposal would apply to second meters recéiving
either singlé-phase or polyphase servicé, This may include
multiple metérs on apartments or flats now converted to single
residences, or séparately metéred well-water pumps.,

Under PG&E’s proposal, residential service would be
provided to second meters at a single residencé under régular E-1
residential rates. All such meters would réceive the basic
electric allowance, or an all-electric allowance if it is a
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polyphase meter serﬁing permanently installed electric space
heating. . '
1. Discussion e

PG&E’s proposal appears reasonable and is uncontested by -
parties. By allowing second meters to qualify for residential
service, residential customers will not be denied service under a
residential rate schedule merely because a second meter is béing
used. We agree with PG&E’s conclusion that the flattening of
residential rate tiers neutralizes customers’ incentive to incur
the cost of rewiring their homes merely to receive multiple
baseline quantities through secénd meters.

We also adopt PG&E’s proposal for a one-year
implenentation peried beginning May 1, 1992 during which customers
with second meters would bé ideéntified and required to switch to
the appropriate residential raté schedule. The phase-in period
permits time for site inspections which would bé necessary to .
identify affected customers. This implementation wili coincide
with the transition of eligible polyphase customers to residential
schedules, as previously discussed.

Findings of Fact
1. To comply with SB 987, the Commission adopted a policy

which requires that the differénce between Tiér I and Tier II rates
“be gradually réduced consistent with modérate bill impacts on

residential customers,
2. Curréntly PG&E’s Schédule E-1 Tiér I and Tlér II rates

are-about 11.1 and 13.9¢/kWh, réspectively, for a difference of

about 2.8¢/kwh,
3. 2an increase capped at 3% applied to Tier I ratés results

in a Tier I rate of about 11.4 cents/kWh, and permits a Tier IIX
decrease of 4%, or 13.3 cents/kWh, for a tier differénce of about

1.9 cents/kWh.
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4. A change from a differential of 2.8 to 1.9¢/kWh in Tiér 1'
-and Tier II rates causes moderate bill increases to low-use -
custoners, while higher use customers receive bill decreases.

5. The Tier I-Tier II flattening proposal and causes a
reduction in the mobile-home and multifamily baseline dlversity '
adjustment. :

6. The mobile home submetering discount should be calculated
by subtracting a revised diversity adjustment of $0.57 from the
currént cost of submetering of $11.58 to dérive a new subnmetering
discount of $11.01 per space, per month.

7. The Schedule ES submétering discount should bé calculated
by subtracting a revised diversity adjustmént of $.46 from the
current cost of metering of $3.68 to derivé a new submetering
discount of $3.22 per spacé, per month.

8. D.91-04-062 sét the Schedule E-7 baseline credit equal to
the arithmetic difference between the E-1 Tier I/II rates.

9. By maintaining this same arithmetie rélationship and
applying it to a revised tier differential of 1.16, the resulting
Schedule E-7 baseline credit is revised to 0. 01851, B

10. D.89-12-057 adoptéd a Minimum Average Raté Limitér- (HARL)‘
to providé a méchanism for PG&E to at least recover reévenue équal
to its ECAC-related fuel costs to seérve certain Schedule ET

custOmers.r .
11. D.89-12-057 noted that over 36% of Schedule ET accounts

paid average rates which weré below the PG&E’s averagé fuel cost
(after deduction of applicable master-meter discounts).

12. Due to the opération of thé MARL, 330 Schéduleée ET ‘
accounts incurréd additional charges of $2.29 pér spacé pér month -
during 1990 ¢én averageé, théreby reducing the net amount of ‘
submetering differential payments,

13. PU Code Section 739.5 provides that rates for
naster-meter service shall prdvidé a sufficient differential to
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cover the reasonable average costs to master-meter custonmers of
prOV1d1ng subneter service. ‘ ‘

14. PU Code Section 739.5 also provides that such _
differentials shall not exceed the average costs that the utllity
would have incurred in providing comparable services dlrectly to
users of the service.

15. The MARL provides a hedge against thé uncertainty that
the master-metér discount may overcompensate Schedule ET customers.

16. Thé reasonableness of cost studies underlying '
master-meter discount allowances is an issue in PG&E’s pending 1993
GRC. ‘

17. Residential polyphasé seérvice is currently authorized
only for multifamily Schedule EM, ES, or ET résidential customers
- who were supplied three-phasé sérvice on a general serviceé ‘schédule
on August 27, 1976.

_ 18. Extension of polyphase eligibility to all re51dentia1
‘end-users would recognize the increasing need for polyphasé service
even in new single-family dwellings.

19. current tariff rules prohibit single residences from
receiving residential service from sécond meters. '

20. No party opposed PG&4E’s proposal to allow second meters"'
to qualify for residential tariff service, and no harm was shown to
result from granting theé request. :

Conclusions of Law
1. For residential rate design, a 3% increase in Tier I

rates is consistent with SB 987, and achieves some rate realignment‘

with modeérate bil) impact to residential customers.
2, An {ncreasé of 3% should be applied to Tier I residential

rates to reduce the Tier I-Tier II differential from about 3.5 to

1.,9¢/kWh,
3. The Schedule E-7 baseline credit should be adjusted to
0.01851 to réflect the reduced tier differential of 1.16, based

- upon the difference between Tier I and Tier II rates.
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4. Becauseé of the residential tier closure adopted in this
procéeding, thé mobile home park shbmetering discount ‘should be =
changed to $11.01 per space per month, and the multifamily
submétering discount shqnld‘be changed to $3.00 per unit, per
month, to reflect reduced diversity benefits. -

5. Theé Mininum Average Rate Limitér conforms to the legal
requirements of PU code Section 739.5, and fairly balances the .
rlghts and obligations of both master-meter customers and PG&E
relative to thé provision. of service to subnetered tenants.‘_

6. Theé MARL is not intended to guarantee 100% recovery of
all unaVo1dab1e costs from each individual Schedulé ET/ETL customer
‘account. )

7.. PG&E’s proposed tariff revisions to expand eligibillty‘
for residential polyphaseé service and to allew sécond métérs to
qualify for residéential service are fair and reasonable.

8. PG&E’ should be ordered to file the new ratés set forth in
Appendix A, which 1ncorporates all the rate de51gn changes adopted

in this deéecision.

IT IS ORDKRBD that!

1. pacific Gas and Electric company (PG&E) ‘shall file with
this comnission on or after the effective date of this order, and
at leéast thrée days’ prior to their effective date, revised tariff
schedules for electric rates as set forth in Appendices A, and C

hrough . :

2. . The révised tariff schédules shall bec0me effeotive on or
after May 1, 1992 and shall comply with Genéral Ordér 96-A, The
revised tariffs shall apply to service rendered on or after their

effective date, -
3. PG&E’s revised tariff scheduleés shall’ retain thée Minimum

Average Rate Limiter (MARL) in effect for Schedules ET and ETL,
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1imited to the allowance authorized in De01sion 89-12-057. Revised

, Schedule ES and ESL tariffs shall incorporate a MARL: provision on a
‘basis comparable to that authorized for Schedulé ET and ETL.

4. PGLE tarlffs shall revise the current ”"Tariff - )

' Applicability Séction” referencés from “single-phase SeréiCe”_tb‘

‘includé single-phase or polyphasé sérvice applicable to Schedules
E-1; EL-1, EM, ES, ESL, ET, and ETL. Polyphase service shall also
apply to Schedules E-7, EL-7, E-A7, E-B7, E-8, and EL-8 which do _

‘'not mention a single-phase restriction but reference Schedule E-i
in their applicability section.

o 5. PG&E is authorized to permit single residénce users of
second meters to be eligiblé for residential tariff service. -

6. PG&E is authorized a oneé-year impleémentation perlod to
idéntify customers éligiblé for residential service under the
revised tar1ff rulés authorizéed in Ordering Paragraphs 4 and 5, and
to. cbmplete procéssing of account changes effective May 1, 1993.»

This order is effect1ve tOday. ~
Dated Aprll 22, 1992, at san Francisco, Callfornla.

DANIEL Wm, FESSLER

President

JOHN B. OHANIAN

PATRICIA M. ECKERT
NORMAN D. SHUMWAY

comnissioners

| CERTIFY THAT THiS DEEISION
WAS APPROVED BY THE ABOVE
comwssmmns rooAv “
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_ PACIFIG GAS AND ELEGTRIC COMPANY
1992 ELECTRIC RATE DESIGN WINDOW .

. CURRENT AND ADOPTED RESIDENTIAL RATES

01/01/92  01/01/92  05/05/92  05/01/92
RATES  RATES  RATES  RATES LINE
SUMMER WINTER SUMMER WINTER NO.

tiiiii!iilt!liittttttttl!!liiilt'tlbiiiiQttlt!t*!ltit'tttfii*iilitlliiitlttlitltiltttli!it‘iti

SCHEDULE E-1
MINIMUM BILL (S/MONTH) , $5.00 $5.00 $5.00 $5.00
ES UNIT DISCOUNT ($/UNIT/MONTH) $3.00 $3.00 . $3.22 $3.22
ET UNIT DISCOUNT ($/UNIT/MONTH) - §$t0.74 ~ $10.74 $11.01  $11.01
ES/ET MINIMUM RATE LIMITER ($/KWH) $0.05089 $0.65089 $0.05091 $0.05091
ES/ET MINIMUM RATE LIMITER ($/MONTH) N/A N/A N/A N/A

$0.11107 $0.1143% $0.1143%
$0.13290 $0.13290

TIER 1 ENERGY ($/KWH) $0.11107
TIER 2 ENERGY ($/KWH) : $0.13865 $0.13865

Ql*f!titltttlfttfttl*Oii!itl*tf*fii!iittiitttit&tt(*i*tiiiltiittltlfilﬁtf(iiiiiQtf{ttttlfittit

SCHEDULE EL— 1 (LIRA)

MINIMUM BILL (S/MONTH) $4.25

" TIER 1 ENERGY ($/KWH) $0.00418 $0.03418 $0.09701 $0.09701
TIER 2 ENERGY ($/KWH) $0.11762 $0.11762 $0.11274 - $0.11274

Ctt**{tt}iﬁttittﬁtit'i'ittttiithlitttifiiittéttttlfifii!*ﬁti&tlt!tft*iifliil‘ti!iﬁ‘lti}itittt

SCHEDULES E~7 AND EL-7

$4.25 $4.25 $4.25

MINIMUM BILL ($/MONTH) $500  $500  $500  $500
E—7 METER CHARGE ($/MONTH) $4.40  $440 5440  $4.40
EL-7 METER CHARGE{S/MONTH) $000  $000  $000  $0.00

ON-PEAK ENERGY ($/KWH) $0.31738 $0.10478 $0.31399 so_._ibna
$0.08093 $0.09219 $0.07728

OFF ~PEAK ENERQGY ($/KWH) o $0.09548 _
BASELINE DISCOUNT ($/KWH) $0.02758 $0.02768 $0.01851 $0.01851

filiilitiiltt{tfittttttittf*littt.fitiiltttitﬁIttlt!tt{iittt{!*tiiiiltfil’iiilifttﬁtt’tiif'il'

SCHEDULE E-8

CUSTOMER CHARGE ($/MONTH) $13.92 :
ENERGY CHARGE ($/KWH) $0.11742 $0.06722

ﬁtttitittfliiliiiiiiiiiiltiﬁ!til&llttl‘itttilttitlititlittt!ttti!ltttt’iiilti!illi*!tflltttii.

SCHEDULE EL-8 (LIRA)

CUSTOMER CHARGE ($/MONTH) $11.83 _
ENERGY CHARGE ($/KWH} = $0.09958 - $0.05691

tii.ﬁflf{ttlii!it’.*tittltt!ttit!t'ifil.fitiitlitl'litllltitliittt'tt’fliittltit‘li!tlit."iﬁt

$13.02  $18.92  $13.02
$0.11742  $0.06722

-Sl.i.83 $11.83  $11.83
$0.09958 $0.05681
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-7 -Pagé 2 -+
~ TABLE{

PACIFIG GAS AND ELEGTRIO COMPANY
1892 ELECTRIC RATE DESIGN WINDOW

GURRENT AND ADOPTED RESIDENTIAL RATES

01/01/92  01/0/92  05/01/92  05/01/02
RATES RATES RATES RATES LINE
SUMMER WINTER SUMMER WINTER NO.

itilii!lliii!*liiiiiii*iiiilt‘litiittiiiiliii!iii!iiiiiltfii‘tiittltii{iiili!ii'iiitfﬁ.il’ﬂiii

SCHEDULES E~A7 AND EL-A7

MINIMUM BILL ($/MONTH) . . - $5.00 $5.00 $5.00 $5.00
E-A7 METER CHARGE (smoum) $4.40 $4.40 $4.40 $4.40
EL—A7 METER CHARGE($/MONTH) $0.00 $0.00 $0.00 $0.00

ON-PEAK ENERGY ($/KWH) s‘o._ssm $0.10406 $0.37839 so.i_odin
OFF —-PEAK ENERGY ($/KWH) - $0.08529 $0.08108 $0.08190 $0.07743
BASELINE DISCOUNT ($/KWH) - | $0.02758 $0.02768 $0.01851 $0.01851

SRR AESA AR RS RS E R R A RS A AR A A A RS AR R AR AR R R AR SRS S OREL SRR NR AR AR SRR RER PR A

SCHEDULE E—-B7

MINIMUM BILL (S/MONTH) $5.00  $500 8500  $5.00

E-B7 METER CHARGE ($/MONTH) $4.40 $4.40 $4.40 $440 ¢
CRITICAL ($/KWH) o , $0.5$856 $0.55856 $0.65856 $0.55856 .
HIGH ($/KWH) : T $0.32186 ~ N/A $0.32186 NA

MEDIUM ($/KWH) - NIA  $0.09294 ~ NA  $0.09294
LOW ($/KWH) _ $0.07278 $0.07278 $0.07278 $0.07278

A SR AR AR AR A AN RN R R RS A AR AR AR AR AR AR AR AR AR AR AR R R AR MR R SRR AR R AR R RANN AR AMAA AR RERER

(END OF APPENDIX A)
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source: PGLE Comments #6’Pro"pbséé":p;w‘bééiéidn '

' . o PACIFIC GAS AND ELECTRIC COHPANY
TIER T RATE TNCREASES VERSUS ‘CLASS AVERAGE RATE INCREASES

UTILITY/CASE Dec. No.  Class Clase Tier I = Tier I Tier
: Average Increase Rate Increasé . Differential
' Above Class

PGSE o N , Average
1.88-07-008  88-10-062 0.08884 - 0.0709%
1988 ECAC 88-12-100 0.097%1 11808 0.08132 ~  2.75%
1990 TY GRC 89-12-057 0.10542  7.8%% 0.09374 7.06%
1690 ECac 90-12-066 0.11923  12.04%  0.10658  1.66%
s oW 91-04-062 0.11923  0.00% 6.10824 2,50%
0.12105 1,63 0.11107 0.15%
0.12105  0.008  0.11661 5.00%

1992 ECAC - 91-12-081
1992 RDW

v Boldface figures represent revisions from the Proposed Decision.

y As préposed by PGEE.

{(END OF APPENDIX B)




APPENDIX _C

PAClFIO GAS AND ELEOTRIO COMPANY S
‘ 1992 RATE DESIGNWINDOW .~ =
- SCHEDULE ET BASEUNE DIVERSITY BENEFIT.

¢ A.88-12-005

. (BASED ON23 RANDOM MOBILEHOME PARKS)‘
Al May 1, 1991 Baseline Quannues

1990 TEST YEAR AVERAGE FORECAST SALES (KWH/MO 20s
1990 TEST YEAR AVERAGE FORECAST SPACES **t
1990 TEST YEAR AVERAGE CONSUMPTION (KWH/MO)

AVERAGE BILL ($/MO) 5/01/92  Tarlls @ $0.11439 per kwh
LESS COMMON AREA ALLOWANCE — EST 10% S

AVERAGE BILL LESS COMMON AREA ALLOWANGE

WEIGHTED AVERAGE FACTOR APPLIED TO AVERAGE BILL ($/MO) -
$34.49 ¢  1.01649473

LESS — AVERAGE BILL LESS COMMON AREA ALLOWANCE
DIFFERENCE = BASEUNE DIVERSITY FAGTOR ADJUSTMENT ($/MO)

ASSUMPTIONS

. BASED ON 12 MONTHS USAGE - FEB 1987 t6 JAN 1988
. ONLY ACCOUNTS AGTIVE FOR TOTAL PERIOD USED _
. METHOD DETERMINES BENEFIT FOR FULLY OCCUPIED SPACES
NET OF COMMON AREAS o
. TARIFF RATES AND BASELINE QUANTITIES - $0.11439 Tierl
EFFECTIVE 6/01/92  USED - $0.13290 Tieell
. AVERAGE BASEUNE QUANITIES CALCULATED USING
BASELINE DAILY ALLOWANCES TIMES NUMBER OF DAYS
. ACTUAL ALL ELECTRIC AND MEDICAL QUANTIES INCLUDED
IN CALCULATIONS FOR INDIVIDUAL AND MASTER METER BILLS
FAGTOR REPRESENTS RATIO OF INDIVIDUAL BILL TO
MASTER METER BILL
. WEIGHTED AVERAGE I$ CALCULATED BY WEIGHTING
FACTOR BY NUMBER OF ACCOUNTS IN PARK :
AVERAGE BILL CALCULATED USING ONLY TIER ONE ENERGY CHARGE.
10. COMMON AREA USE ESTIMATED TO BE 10% OF TOTAL (SEE WORKPAPER #5)

(END OF APPENDIX C) -




m;mc 0A§ mo E).ECTHO cwpmv
“1992 RATE DESIGN WINDOW
ETSOHEOLI.E MASTER-METER uscoum
WSTALLED SPACE BASIS

Oescnpbon

83:!8::8::::88::8:8...!l't:t:x-::xx-t

HISTORICAL COST
LESS DEPRECIATION

NET PLANT

WEIGHTED PLANT COSTET®UG & 13%0H)

LESS NET MASTER- MEYER COSTS — PEASSACE
(ING TRAN SFORMER THAT WOULD SERVE MASTER-METER)

TOTAL NET AVOIDED ALANT COST PER SPACE

MANTENANCE & opemnons _
{(INCLUDES SCREWDAIVER SEmca
CUSTOMERACCOWNTS - .

SUBTOTAL
ADMINISTRATIVE & GENERAL

SUSTOTAL
ESCALATION
AD YALOREM TAX
DEPRECIATION -
{ANNUAL ACCRUAL) -
RETURN ON m‘eémm
WNCOME TAXES

SUBTOTAL
FRANCHISE & WC&[ECTI Bt.ES

SUBTOTAL

BASE MASTER-METER uscm
OVEIGHTED AVERAGE MONTHLY)
DIYERSITY aa«&nmsmm
LINELOSS ADWSTMENT

NET MASTER - METER DISCOUNT

INOERGROND  OYERIEAD

EE ST E R Y T ERBETERE

Sources

EREEEETETSTXZITET S

WP#8 & WP#9

! $139.37
WP#8 & WP#$ ’

(Line 3 UGL 874 (Line 3 Gi‘.t‘a)
WP#10

WwP#12

WP#11 Ravised

Lina 9 * _$769 (From WP#12

WP#13 (Line 13 %0.1284574)
{(Line $ UGL87) ¢ (Uine 1 OHLA)*
0.007243% Yom WP#13

_(AP28 51‘:3:.7){ (WP'Q 13‘526)—

(WPII 2503 .
Line § ¢ 1006 (Wo-g'td Cost
WP#13 (Line 15 '0‘9‘53%7)

WP#13 (Line 17 * 0.01172%07)

EITTTRXRREE

Uine 19712 $1076

May 1, 1992 BRDW Rates 057
WP#4

EE XIS X XS

(END OF APPENDIX D)
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PACIFIC GAS AND ELECTRIC COMPANY
1992 RATE DESIGN WINDOW
SCHEDULE ES BASELINE DIVERSITY BENEFIT

¢n=-=n==========un==u=nm==m===

= ASSUMES THAT USE PATTERNS ARE SIMILAR TO MOBILEHOMES AND THUS PREVIOUSLY

CALCULATED FACTOR' IS USED ON AVERAGE ES UNIT BILL.

Une
No. Sources

= m ﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂE'-ﬁﬂ:‘ﬂI::l:l:-ﬂ.ﬂ'.:lﬂﬂ:'ﬂﬂ.:lﬂ- SR -1 -5 . ¥ -3 -1 ¥

AVERAGE MONTHLY USE 1990 TEST YEAR ES CUSTOMERS: (KWH/MO) wwe
AVERAGE NUMBER OF 1990 TEST YEAR UNITS | . wow
AVERAGE TEST MONTHLY YEAR USE (KWH/MO) . Unet1/Une2

AVERAGE BILL ($/MO USING ADOPTED 5/1/1992 RATES @ -
$ 0.11439 /Kwh Line 3%.11439 -
LESS COMMON AREA ALLOWANCE ~ EST 10%. | Line 4 — (Line 4 * .10)

ET DIVERSITY FACTOR APPLIED TO AVERAGE BILL ($/MOQ) - . Line 5* 101649473 WP#7
_ (Diversity Factor at May 1 1992 adopted ECAC Rates) ‘

BASEUNE olvsnsmr ADJUSFMENT @oMo) Line 6 ~ Une s

™" SOURCE ~ FORECAST OF RESIDENTIAL CUSTOMERS,UNITS AND SALES 1890

se0-ze-esw N




© A.88212-005 . APPENDIX F
. ' ‘ PACfFioGAsmecmccoMpAm
1992 RATE DESIGN WINDOW

ES SCHEDULE MASTER-METER osscoum S
~ INSTALLED SPACE BASIS -

HISTORICAL COST
LESS DEPRECIATION

NET PLANT

ANNUAL EXPENSES

MAINTENANCE & opemnons - wWP#27
(INCLUDES SCREWDRIVER SERVICE) _ «
CUSTOMERACCOUNTS WP #26 (Revised)

SUBTOTAL ‘ _ .
ADMINIS'I_RATIVE & GENERAL Line 9 * 5769 (From WP#27)

SUBTOTAL ‘
ESCALATION WP#£13 (Lind 8+ 0. 1284574)

AD VALOREM TAX WP#13 (Liné 140 0072435)

DEPRECIATION (ANNUAL Accnum WP#24
RETURN ONINVESTMENT : Line 3*.1096 Meigued Cost)
INCOME TAXES WP#13 (Line 12 * 0.4958967)

SUBTOTAL -
FRANCHISE & uuoomzcneuss : WP#13 (Liné 14 * 0.0117597)

SUBTOTAL
BASE MASTER-METER DISOOUNT Line 16/ 12 Months
(WEIGHTED AVERAGE MONTHLY)

DIVERSITY BENEFIT ADJUSTMENT WP#2s
(At May 1, 1992 ROW Rales)

NET MASTER-METER DISCOUNT

(END OF APPENDIX F)




