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Decision 82 i2 113 DEC 22183

ZEFORE THE PUZLIC UTILITIES COMMISSION OF TEE STA

Applicasion of 2ACIPIC GAS )
AXD LECTRIC COM‘.-"ANY for
authority, among o%ther thiags, ©o
increase its rates and charges Application 60153

for electric and gas service. (Piled December 23, 1980)

(Eleetric and Gas)

Tn the Matter of the Application

2 PACIFIC GAS AND ZLECIRIC
COWPANV Lor authority t¢ inecrease
ivs electric rates and charges
effective August 1, 1981, to
establish an annual energy rate and
t0 make certain other rave cna:ges
in acco*dance with the energy ¢os
adjustment clause as modified Dy
Decision No. 92496.

Application 60616
(Piled Sume 2, 1981)

(Blectric)
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(See Appendix A Zor appearances.)

QPINION ON RTEDARING

On December 30, 168% we iszued Decision (D.) 93887 in
en (A.) 60153, Pacific Gas and Electric Company's (2G&=)
test year general rate case. AfTer considering »evtitions Zor
aring Sileé By several parties, we issued D.82-02-CT75 on
1082 and D.82-05-047 on March 2, 1682. D.82-02-075
arizg on 2ll eleciric rate desi issves including, us
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not linited to, elimination and spread of the customer charge, size
of seconé tier, need Lor three tiers, and reexanination of <he
allocation methodology. D.82-03%-047 granvted rehearing on “he issue
0L the appropriate discount <o master meter customers. A% <k
prehearing conference on this matter the methods Lor bill proration
and expansion 0% Schedule A-21 were added %0 the list of issvues.

Ten days of hearings were held on +this proceeding beginnin
May 10, 1982. CThe matter was submitied with concurrent driefs whic
were due June 25, 1982.

The najor subjects of <this decision will Ye:

. Allocation ol the revenuve req

2. Rate design.

3. ZProrationing.

3efore Yeginning our discussion of these subjects, however,

short background discussion will be relpful.
Av the Jazuwary 1, 1982 rates PG&E's to%al electric

juiresent.

deparvmea’y revenue requirement (dase rates + energy cost adiusvsent
clause (ECAC) raves + adjusiments) was $5,067,319,000. Since Jazuary
1982 we nave authorized several reductions in electric rates. These

reducvions were possible primarily due 40 %he exiremely favorable

hydro season of 1981-1982. In Zfact we are z%till benefiving from las<t

i sdn e ah bt

Jear's rainfall. The Zollowing tadle illustrates the decline in
average total elffective rates for each custoner c¢lass.
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“anis dramasic decline in rates, another
avent nas that will nave far-reaching impact oz futurce
Tne even®t was +the passage of
2i11) whick is coldified as Chapter 1541
i1l i designed %0 encourage conservation and
‘ine program. I=s provisions include the followin
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Por PG&E <this bill amust be Lully implemented in rates which
will be effective January 1, 1984.

Althougk <his Dill will not bYe Lully izmplemented belore
Janvary 1984, %o provide 2 smooth <ransition, it is highly desiradle
that the allocation method and rave design we adopt in this decision
be consistent with the Sher Bill.
Rate Imvlementation Procedures

Today we have issued geveral decisions which affect the
rates andé revenues of PG&Z as follows:

1. A.82-06-08 and A.82-06~20 - August revision
ZCAC anéd Gas 2urchaze Agreement.

2. A.82-09-51 - December revigion date =CAC.

3. Aterition allowance. (A.60153, assrition
vhase. )

7o implement these dect in an orderly Zashion, <Thi
decision will develop the new electric raves which will Ye effect

January 1, 1983. We take notice of +he other decisions anéd of tze
evenue requirements develoved in each. The Total

requ-.ement will then be swpread Yo customer classes and rates will be

developed iz <his decision.

Allocztion 02 Revenue Recuirement

A. 3Background

S
4
-

ve

proceeding goes dack to early 1981. Thus, all parties who have
followed PG&E's ra%te cases should have a thorough acguaintance 17 nov

T ] L J

The dackground of <the allocation convtroversy iz talis

a complete understanéing of the relevant proposals and issues axd
tltinate outconme.
In A.60225 (an ICAC proceeding) 2iled Januwary 30, 1984,
provosed <hat marginal costs rather than <the egual cents~
c-nour (g/kWn) bYe used to allocate vhe ZCAC revenue
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Tequirement. In our decision 4in that case we continued the egual
¢/kWh method dut stated that we would consider other proposals im
Zuture vroceedings.

In PG&Z's general rate case (A.50153) Toward Ttilisy Rate
Normalization (TTURN) provided testimony »y Dr. Wells which insroduced
The concept of class marginal sates and recozmended <hat they de
considered as 2 factor in ¢lass revenuve 2llocation.

Zefore a decision was due inm A.5015%3, PG&Z 2iled ZCAC
A.60616 in June 1981. DPG&EZ originally »rovmozed a marginal cost 2CAC
rate design but laver withdrew the srovosal. Ian A.60616 TTRXN agais
sresenvted rate design vestimony by Dr. Wells. In A.60615
Jr. Wells furvher developed khis class marginal rate conceps (CMR) and
recommended his class marginal rate - claszs marginal cost (CMR-CMC)
proposal wheredy all customer classes would pay =sarginal rates <has
rellected an equal percentage of their respective marginal cosss. Ia
our decision in A.60616 we continued the equal #/xWh method of
spreading the ZICAC revenue reguirexment. T TZat time we Lelt thas
not 21l parties were fully coaversant with TURN's rate design
Proposals. We therefore mrovided +that Zurther heariags would de zeld
TO give all parties ax adeguate opporsuniiy To examine TURN'z
Proposals and any other proposals that other parties might choose <o
bring forward.

In our D.9%887 in 2G&2° eneral rate case we 2dopted an
"egual percent of the difference" (ZPD) method of allocating dase
Tevenues. When we graated rehearing of D.G3387 in A.50153, <he <wo
proceedings (A.60153 and A.50618) were consolidated in Thi
proceeding.
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3. Issue
This proceeding developed dhasically <hree nmajor alternative

allocation methods: (1) 22D, (2) egual percentage of marginal cost
(2PMC), and (3) the CMR~CMC method. On %op 0f <hese <hree
alternatives was the further issue 02 whether The method should be
used only Lor base revenues or Lor ICAC revenuves as well. Thais
brings up a related issue of how intervening ZCAC inereases or
decreases will be handled.

C. Discussion

ZPD is a method o2 reconciling the difference between
revenues at JFull marginal ¢cost and the revenue reguirement. <
Present class revenues at average raves are comyared %0 revenues at
marginal costs, anéd the difference hevtween the preseat class average
rate and clags average marginal cost is deternined. The class
average rate 2or each is increased 40 meet {the new revenue
requirenment in accordance with the magnitude 0F the difference

LN

between narginal cost and presgent reveauves. The princiyal advantage
o< this method is that it noderaies rate increases for +hose classes
whose average rates were 210% close U0 their marginal cost. Also,

this method ensures that 2ll c¢lasses whose average rates are »elow
Barginal cost will incur some rate increase whemever an increase iz
rates is required. The major defect of tre method is that i+ does
10% work equitably when rates are decreaced.

2G&Z waz vhe proponexnt 02 this method in the reopened
sroceeding. Iowever, in its bried PG&Z changed ivs position aand
supporved insvead the ZPMC zethod 1f to%tal revenues are %0 e
allocated. This is shown in the Zollowing excerpt Zrom 2G&ZE's drief:




rl
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"However, the circumstances of this reopened
Proceeding seex To make if a propitious time <o
implement the egual percent of the marginal
cost allocation method. 2wo factors which
influence 2Gand® 4o recommend this change are:
(1) the relatively close class revenue~to-
narginal-cost relationskips which would not
require major increases %0 any class; and (2)
the apparent Iinadility of the ZEPD =method %0
adapt to rate decrease situations. I-.
10267.) -

"The Commission has The opportuni<cy %o directly
and straightforwardly egualize The revenue-%0-
cost relationship of the cusvomer classes
without disruption or delay. 2GandZ joians CRA
and CMA in urging +the Commission <o seize <his
Tare opportwaivy.”

The ZPMC is the second allocation method. It was advocated
by the witness for %the Califoraia Manufacturers Association (CMA) ané
the California Retailers Association (CRA). TUnder 4he Z2MC zevthod
the tctal revenue (average ra%te) for each cus+tomer class is set at an
egrual percentage of the tovtal revenues produced atv zmarginal cost.
Wita +he ZPMC method <he average rates paild by each customer class
have the same percentage relationshin +To its marginal costs. The
ZPMC method can be applied %o hoth ravte increases and decreases. 42
application in this proceeding would resuls in a subsvantially
greater decrease t¢ noaresidential classes than to the residential
class.

The last zethod %o be discusseéd {s also the most
consroversial. The CMR~CMC method was proposed dy TTRN's witness

r. Wells. As skhown in our dackground discussion, <this zethod has
been proposed over several proceedings. All parties have had an
opportunitvy Vo cross-examine Dr. Wells a2t length several vimes. As
its proponent, TURN offers in iv3 Briel a good descripvion of <he
method.
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"CMR-CMC is relavively zimple %0 explaiz in
concedt. 3Sasically it operaves to esvadblich
marginal rates for eack of “the various classes
0% customers that renresent an ecual percenvtage

2 <he respective class marginal costs. 7Th
closer +hat percentage is 4o 100% of marginal
cosvs, the more accurave The price signal <o
customers. The goal is *To achleve as c¢lose an
approxination as possidvle of the economically
efficient pricing that would occur in 2 Iree,
competitive market.

"The nmarginal rate is the rate that cussomer
face when <hey increase or decrease consumpiion
oy small amounts. Whezm marginal rates egual
marginal costs, customers will pay (or save)
The True resource ¢osts 0f +their energy
consunption deciszions. 3Zvern 1f 2 customer is
1ot aware 0f vre rate structure ivsel?, <he
effect 0f the marginal rate skows up in the
nonthaly »Ill as a result of increases or
decreases in usage.

"Since rates are generally delow marginal cost
(MC) due %0 the utility's Lixed revenue
reguirenent, customers tend t0 consume more
electricity than <hey would uncer full marginal
cosv pricing. Thus, conservation and ecozonic
efficiency are ecuivalenty in The current
contexs. (Zx. 217, Apvendix 2, »p. 14-15).

The CMR-CMC zmethod zeexs t0 naxinmize 202 by
eguaving narginal ravtes To Dargiznal ¢osvs for
all customers classes.”

The CMR=-CMC method produces lower average rates for- <he
residential ¢lass <han the 2ZPMC method. The residential classz is the
whoge marginal rate differs significantly fron Lts average
The difference results deczuze only +the residential clazs has
an iaverted rave block scredrle. The CMR-CMC method shift
subsvantial portioz o0 %he revenue reguirement Iroz Yhe re

-
-~
e

cLass %0 the other customer classes.
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Tables 2 and 7 shows the resulis uzing the Three methods.

PG&E, CMA, CRA, and +he California Farm Zurean Pederavion
(Para 3ureau) all voiced criticism of the CMR-CMC meshod and
reconmended that it 10t de a2dopved.

The criticisns and responszes to then were provided in the
testinony 02 <three professional economists

T« 2r. Wells, proponent azd defender of his

CYR-CMC meshod, sponsored by TURN.

2. Xing, °nonso~ed by CMA and CRA, <he
majcr Eritic 02 %he method.

3. Robert Zoward, employed andé sponsored by
PGEZ, who vrovided limited criticism of the
evhod.

The primary arguments ageinst 2r. Wells' <heory are:
that no individuwal customer actually pays tze class marginal rave,
(2) <hat vhe resuliting revenue allocation is 20% "cost dased”, (3)
that the slove 0f the rsate iaverszion determines the CMR, (&) that i3
is very difficult o apply, and (5) tzat the results of <thi

v a sudsvantial amount ¢f <the supvort 0F the lifeline
esidential ¢las3s. We chall address each 02 these

1o+ appropriave hecause <he CMF is a
rate faced by <he claszs as 2 whole wrather +han by fandividual
cusvomers. The CMR concens ‘ answere the cuesvion whav

rate would <he eou » elas increased or decreaged iz

o -

szall azouns. sizmilar process iz

conservavion cogt~elfecsi
The second accusation <thav revenue allocation iz n
cost~based, while <echnically <rue, is also not approryriaze.
argued That we have a’"ays used ¢08% in some form in a2llocating

- i

revenuve. The fallacy, nowever, is in assuming that <he a2llocztion
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step of the vradivional three-step method (cost -~ allocation -~ =ates)
iz necessary. The CUR-CMC arrives at rates without going “hrough %he
allocation process. The class allocation it aciually determined

after the rates have been estadbliched. The criticism <ha%t the me+thod

is not cost~based is5 unfair. The rates are, iz fac%, cost-hased.

- b de vy

The marginal rates are set iz direct relation %0 Darginal ¢ost.
~rere is nothing that abdbsolutely reguires the allocation step.

exanple, our current gas rate design guidelines result directly
rates sev in reference ©0 marginal cost without ever going +he
preliminary allocavtion step.

A valid erivicism of the method i3 that the slope of <he
rate inversion determines the CMR. The ra%te siructure can %e changed
To 20odify <the CMR and in tura alter %he revenue allocazion.
Therefore, we agree with 4tze criticisnm that the CMR-CMC me+vhod doe
10t provide a wseful guide for rate design and Zurthermore nakes
allocation proce unduly e o the resildential rat

Another problen “hat nmechanicall
very difficult %o apply. : Jol is valid criticism that
since the rate design deteraines <%he (I 2aadalory <o
estabdblish the residential : ing <he forzula.

inally, <he TURN methodology does & sudsvantial

amount oI the support for the lifeline rate outside of <he

residenvial class. This ig 2 major deparsure froz our »racvice
whe lasy several general rate decisions where we have z

- ) o e e e L

rates such that the average residential rate (Taken as 2 weighited
average based on usage levels within the vhree -
approximates the system average rate.
idential class <o support the Lifel
that this remains appropriase

orinciple.
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Ster weighing +“he attridhutes and defects of the CMR-CMC
and ZPMC methods, we believe that oz halance neither resulis iz a
substantial improvement over our existing allocation methodology.

The final issue iz whether the allocation nethod showld de
applied to total eflective rates or baze rates only.

There was a general consensus during +the hearing among
2G&E, TURN, +the staff, and CRA +that if short-run marginal cosis are
used in a marginal cost method, then <he method should be applied <o
total revenues rather than just 0 base revenues. We basically agree
wich +this consensus position. After all, marginal eznergy cost is a
zajor component of short~run narginal costs. Therefore it is oaly
consistent +o apply these marginal costs iz allocating the exergy-
related revenue requirement (ECAC).

This choice wowlé dring the cost~to-revenue relationshin
auch closer. When we have applied marginal cost to base revenues In
the pas%t, the result has bYeen that revenues 2t marginal cost levels
rave bheen almost twice the revenue requirement. IZ2 we applied
zarginal cost To the total reguirement, we would Ye approacking 2
relationshiy 0f 90%. The resulsi reconciliation would resul% in
auch less distortion in the relationshiy of zarginal cosvs To raves.

he current EZPD methodology does not, however, work when
applied vo rate decreases. Therelfore, we will adopt rates for <2
decizions Heing signed +today hased on <he approachk adopted in
D.93887. That iz, we will use <he ZPD me+thod <o syread +the increases
23s0¢ciated with <he attrivtion, ZRAM, and AZR, aznd will reduce raves
due +o the ZCAC decrease on an egual ¢/zWa »asis.

Tor the intervening o0ffset proceedings, bvefore the nexv
-

general rate c2ze, we ackaowledge 4he desirability of setting voval

C X ¥ W

effective rates. Zowever, we also realize that poveavial controversy
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could erise in each proceeding regarding the nulerous allocation
igsues. We prefer that the rate design porvions of offeet
hi

proceedings de noncontroversial. The methodology 40 be applied <o
revenue changes which +ake place beZore the nexs general ravte case
will be on an egual ¢/kwh dasis.

e direct the stafs and PG&EZ to develop a modification of
*he PD) me4hod that will apply %0 the toial elfective rate and will
50 work for rate decreases. 'we also welcoze proposals Iroz othe
1ﬁte*ested parties. We expect this 2ethodOlogy =0 be developed in
PG&E's new general rate case (NOI 78).

Allocation Tables

o b

the following tables are desig illustraze our adopted
meshodology as cozpared 10 il Two proposals. The
teble (Tadle 2) shows sa rginal costs
3887), and present effectiv nues August 23, 1982 rates.
rree coluznzs show <he rezult under each method. Tadble
3 compares < : A : he
comparisén
percentage

$1,478, 733 00
(A. 82-09-51),

$26,223%,000 - & =0
$81,457,100 ~ Annua
(4.82-09~51);

$88,074,000
(4.82-05-08);

Attrision = $156,502,000
(. 60153, Ascrition Phaze)

Current bagse reven
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Allocation Comparison Table

2

isnomer Class

Sales
GwH

sresems

. Effective
: Revenues

@b : TURN

; Mogted
2D

Residential
Lizht ad Power

Small

Yedium

Large
Agriculcure
Railway

Subtotal

Public Authority

WR
Street Lighting

Interdepartmental

' CPUC Jurisdictional

Sales Revenue

Other Revernies

18,575

&,632
12,90
14,700

3,328

259

54,398

55,277
0

Total CPUC Jurisdictional

Revenues

1,264,407

378,567
948,022
1,002,532
254,217
16,846
3,865,585
2,140

52,324
9,464

3,951,513
15,302

3,966,815

1,261,833

3,658,613

M - QR/OC -

1,102,652

316,469
872,858
965,458
224,160

16,837

337,486
931,893
1,029,578
229,088
17,956

3,658,613

- -

1,191,562

et
952,162
240,696
16,007
3,658,613
22,320
3,064
8,949

3,742,946
15,302

3,758,248
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Table 3

.

Results of Allocasion Cozparizon

p
O -
.

n O
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Suhtotal
ub. Authoriv;
DWR
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O
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.
il

(£.33)
5.72

- - —

N N
F 2
O

(329

.

-3
LS RS
T N
(Nt

]

1

=2uC CVR=CrC Adonted EPD
Custozer % AVE. g AVE. % AVE-
Class Chgrnge Rate Change Rate Chanen Tase
Residential 0.87 6.86 (11.85) 6.00 (4.74) 6.48
Light & Power
STaLL {15.50) 6.¢1 (e.8¢) 7.3%36 (£.75) 7.78
Vedium (6.83) 65.85 (C.6L) 7.%0 (4.0%) 7.05
Large (2.76) 6.64 3.70 7.0%  (%.95) 5.56
Agriculture (10.87) 6.81 (¢.05) 7.26 (&.L5) 7.%0
Railway 1.03% 6.57 7.7% 7.0 (3.70) £.25
6.8 3 5
5.8 5

® o
wn

- - 2.86 14.8%
Inverdeps.’ - - - - (4.4B) 5.90

Total Juris. (4.25) 6.85 (£.25) 6.85 (4.25) 6.85
? )

congerning residensial, ural customer
classes. Tor <the residential class, the major issues were (%) <he
number and ¢ : tructure; (2) <he

y
recidential time-of-use (20V) ra%
the sole izsue was <0 wha

made availedle. In the agri
prior overcollectionz and (2) <

2A=2Y. schedules. The remzining ravte deci

ané the anount of +the zas%ter me+er &4
gustoners.

scount for both gas and electiric

>
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Two other issuves dealing with lifeline allowances were
raised by the Civy 0f San Prancisco and Residents Zor Affordable
Power. The City 02 San Francisco proposed an additional lifeline
heating allowance for the winter season. Residents Zor ALfordabdle
Power proposed additional lifeline allowances for <he Sierr
foothills where all-electric homes predominavte. Neither proposal was
suited for this rate design proceeding. Also, neither proposal
contained sufficient evidence regardirng nininunm essential energy uses

T0 warrant an extraordinary change in lifeline allowances. Pinally,
passage 02 A.B. 2443 (Sher 24i11) mandates a complese reexamination of
the size of <he first +tier, average usage, and clizmatic zones &

PC&E's next general rate case which will de processed duriag 1983.
A. ZResidential Tier Structure ‘

Zefore we begin our review 0f +he iszsues and positions of
the parties in this case, some preliminary comments are in oxder.
There is probdably no ideal rate design. IZconomic regulation nust

trive Zor a pricing structure that achieves maxizum econonic

- e e

(=4
[=J
efficiency while zinimizing major diszruptions or disparisies

area of social equity. CThis i35 a very difficult Job. It is

complicated vy the fact that any existing rate design beneliss
different customers differently. Thus, any change will shife

- it e gl

venefits, making sozme cusvomers relasively bester 0ff2 and some
relatively worse o2f. Az long as our allocation scheme {we belileve

fairly) fixes %he residential revenue reguirement, there is n

re

-t amas

rate design that can nake everyone detter 072. We xeep %this
as we Teview the rate desi change droposals hefore us.
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of view of various coaservasi : Naze Cesign i3 algo an
importent incenti ' 1 70T prograz that we discuss
later in <his decizio o rate design have important
consequences ‘o* other prograus, se 4 30 TTrue.
Various other rate-relateé programns can h : ating influence
on pertieunlar °spects o‘ rate design. ! rens could
inelude (1) residenzial ¢ ' esidenvial
service, (%) dezand z oy Vi : alance payment
Plan.

poliey

"

uneersse ncing 0

2 three-ti i author iza*io“ <
balanced paymeas plan. : b hese Two ac=ions are
zutually exclusive. We recognize < y high ueage leve-y, a
three-tier structure can cause bHills
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variadbility is wnfortunately what nakes it a good conservation
signal. 7For some cus+tomers this represents an undue hardship which
can be mitigated By +the valanced bill paymernt »lan. I a customer

chooses %this program, 2as the conservation signal deen lost? We
think not. 3Before choosing “that plan <the customer as nade a
con3cious choice bazed on ris circumstances. Thav customer
considering (1) his usage level Zor an envire year, (2) the
tier rate structure, (3) where nhis usage level Zalls in +he
tier gtructure, and (&) the degree 0fF iz ill instadility 4
nZor n is

vrovided or the nonthly dills in order L0 maxe such analysis

”
-~

<
choosing the balanced Bill payzent plan. This i

possidle. Thus, we believe that the conzervation signal does reach
this customer. The same car be said for customers who choose +the T0U
rates.
With this bBroader persypective,
the number of tiers in +the residential rave
easier. While recognizing <that the 4iffi
the second %ier will remain, we find that <The
should be retained for reasons <0 bYe discusse
The next gquestion posed by +the stalf iz whether we zre

o o i

2or customer 0ptions or customer understanding of rate
We 2o no% believe that these goals are nultually exclusive

far from easy %0 achieve. We ideally seekx greater options Zor

custoners 20 that they can ¢roose the opiinum rate-servige
combination for %their circumstances. We also bHellieve <that 10 choose
a particular rate-service option, customers need %0 be well-informed

-y

-k o

on %their rate designs. We nave encouraged the dIll £ x4
2G&E to provide a to0l Yo assiszt custozer
L the level

-

tsel? provides cusvomers
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narginal rate. With angé usage in each tier
displayed on the cusvtomer's every nonth, the custozer has

information on his marginal rate, which we can only hope is used in

-
. It ig difficulr =
anéing, 2né we would velcome

ca
making decisions on usage ané on conzervation
¢é

£ind ways vo further promote such unéersia
recommendations in the next PG&E gerneral

The last quesstion ¥ hether we favor
conservation more than rate 13 tion 7o the extent
compatidle with econozmic efficienc s vhe founcation oL our

ate design dut we favor prograzs <o 2T any undue hardship
caused by rate iastabilisy. it 0L 2 <hree-tie
gTructure is i<z conservation

The testimony of
Boward corroborate the view
cauges greatver conserv wion
of Dr. Aczon sponsored by Co

cale southern California exper
high er usage levels.

'Dr. Wells ha
used in predicting dexand.

Three~ti
marginal rate than 2 Two=-ti
reguiremens.

Howard, in conducting studies
years, hag used a zethoé of caleulating
rate structure without the very controversi
data. Zowaré has shown that 2 swo-tier siruc

onservation effec¢t <than a declining raz T

ST
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strugture. The methods availadle av this <ime %0 mitigate any third-
tier probvlems are limited. One major variable <that we can change <o

solten the impact of the third +tier ig the degree of inversion of <he
rates. Currenily the second=-%tier rate is 35% greater than the Iirst-~

tier rate, with the third-tier 35% greater than the second. I we

decrease this difference between tiers, the impact of high third-vier
rates will be softened. Unfortunately this change will not have

sher benefits such as suppressing peak demand, smoothing out PG&E's
load curve, or eacouraging conservation; zowever, this is one
eZfective rsate structure <00l we have at this time 4o soften the
impact 0f third-vier rates for 2all customerz. The rate structure
+hat we choose as reasonable at this 4ime is a 30% differential in

effective rates. Thiz degree of inverzion will produce a Tier I rate
that is 80% of the system average rate and thus consisvent with the
Sher 3aseline 3ill. Also, any further reduction of the inversion
slope would be too abrupt. 7Tris s+tandarsd develops she fLollowing
average rates from our revenue allocation shown in Table 2.

I = 5.48¢/xWn

I = T.12¢/xwn

III = 9.26¢/xWn. ,

Anovrner variable <hat we could crzange +o affect <the ravte

sHructure iz %he size 0f the second <ier. Prior to D.97887 <re size

0% the second %tier was ecual 40 vhe lifeline allowance. D.93%287
changed the second tier %0 be egual +0 a Zlat 300 zwa fo- all
In granting rehearing of 2.93887, we inereased The second

W or 2/% 0f <he lifeline allowance, whichever was

the eflect 0f our yprevious decisiozn whiea

240 %the <hird 4ier whose usage previously

ended in <%he né, there fs no econonic
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analyticel reason for 1 <

ier ©0 be a function of
the size of the firss

~Warren Lifeline Ace
provisions. IT 2ppears : o A.B. 244% (Sner Bill)
next year for PG&I will 2 £ the size of the fLirszz

tier which may also cause ne vier. Wwith ell

or will probvadly take

place in the fuzure ier ghould renmzin azt

it8 current zize a3 =his <ine.

2. Cuz<tomer Charge
n D.97887 we elizinaze
revenue impact of <he #
In granting rehearing of
an issue even though no part

produces an antic
cusTomer coxmplaint
charge PG&; s allogating
<he cusvomer charge revenue g? 2 ne > in D.O28E7T
was - <able 30 the larges

i also shows that reincss
effect on bill SR

The record in thi

whe customer charge dasical
In a2 marginzl ¢os3 systen
of place.
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We will noz custozer ¢harge. Also, we will
20t change the method 14 iduting the previous custozer charge
revenues.

%. DBResidential

D.9%887 zuthorize : sfc b4 perimental
vasis end directed PGET o i A ? The
Implementation Plan for ached le
presented as Exhidit No. 209.

(Contre Costa) parti 1 ; cue :hrou~“
introduction of the o Opedl

nzal Qime 07

Day Razes esi : Nos. 207, 208, and 209.
party presented

technical evidence ! . e} ented on

The

priorities Yased on avers
¥Wan per zonzh.
concern in its b
rate Prono
recozmendat
ané Contra Costa
zent on a prograzm of 20U
comprehensive review of

subnite
rates

Upon consl
August 20, 1982 and
Resolution ~-1950 o
Schedule D-7
following condition
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The Commizsion will not prejudice iss
decision in the fortheoming decision on
electric rate design since the authoris
granted is limited %o 2n experimental
rate schedule which was ordered %o he
féé?d in D.93887 on Decembder 30,

- -

The Commission is limiting <he progran
t0 three operating divisions and a total
of 1,700 meters, ané is providing for an
expérimental rate schedule +“hat is
op%ional to the customer.

2G&Z shall nonitor and evaluate, on an
ongoing vasis, *he effectz 0% <he D=7
rate on the electricity usage of
cusvoners who choose this pricin
arrangenent.

in examining the size and exvent of <the program, we are
rincipally concerned with the effectiveness 0f <the prograz, <he
impact of the program on residential parvicipants, and she impact of
the program on other ratepayers. 3ased on an extensive experiment
with residential rates of this <ype in Ios Angeles, Jan Paul Acton
Presented *the following estimated impacets iz Ixhidiv 207.

Zxhivit 207
Change iz Tse (xWa)

Total Peak QaL Peax Towal
kWh[Mo. Change Change Crange

539 -12 12 0

048 ~%6 -4
1,040 =47 A
1,142 =60 ~6
1,253 =63 -3
1,446 -87 -18
i 7693 -1 05 -24
2,176 -163 ~-10%
3,145 T =24 -115
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Witness Acton testified <hat the Los Angeles ziudies found
that, on average, households above 1,100 kWh per month adiusted <k
consunmption sufficiently to Justify the ccsts of a ICU neter
Witness Acton pointed out that other Zactors such as Jairness and the
regulatory objective of rates reflecting the underlying cos?
structure of the utility would still justily I0U rates Zor smaller
ugers.

We adopt the eligibilisy criteria apyroved by Resolution
1850-2 and limit +the gchedule 46 customers whose usage exceeds 12,000
kWh per year, except £0r experimentation with a linited number o2

lower ugage customers. 2Preference will be givez primarily <o
customers for whom 10 gas service is availadle, anéd, secondarcily, <o
tomers whose lifeline allowances exceed the basic allowaxnce.
Pollowing a staf? recommendation, the advice letter
pulatvion provided an off-veak rate ecual %o t%e existing lifel
5.5¢/uWn and an on-peak rate for <the stipulated noon %o 5

ine

£ 11.8¢ (2.1 t0 1 ratio). We adops the change <
$i0n %0 provide an off-veak rate sl
We £ind <he rate relationship
<0 5 p.2. Tizme period and 5.6¢/xWh 0ff-

rati0) and a 33 customer charge To cover special
be reagonable criveria T0 2apdly iz updating <he

o <he
ok

satly

rate 10 <he level of +the average residential rate Zound reasonadle in
this oproceeding. I+ should also be used ia ¢ounection with any
offzes increases or decreazes prior to the next 2G&Z general rave
oroceeding.

Thege rates nverted rates of 5.6¢ Zor

- oo

:sage, and 10.2¢/%Wh 2o Tier III
authorized. Monthly bHills 2%
various usage 1 : the op::‘.onal ™0 ras

compare az follows Zor an all el ’ th oais dition
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Usage Level
“(¥Wn)

0 (Cust. Che.)
720 (2.1.)
1,290 (3.L.)
1,500
2,500

*10.74 0 11.0¢, 80.3% 0 5.8¢ =

®
)
nd 2,500 ¥wh for <he w
above adous

users.
exteasion of 2 seconé
be ¢co3T savings shr

we believe this opportunisy
large quantities of eleciricisy <hroughous
D.93887 a year a2g0 we approved annual expendd
approxizately 10,000 residensial 70U
transfer from 10,000 meters coulé de
compared To projected resicdenzial revenuves o
total systen revenues of £7,82%1 zmillion. We ¢

- ab®
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sunt oL suck a 3
Under our adopted revenue allocation, *he ine rate will de
approximately 80% of the average system rate. All ratepayers -
share in the cost szavings resulvting from load reluction and load
shifving. The limitation of the program +o three operating divi

conclusion that lifeline users would bear <he
4 4

-

-~

sions
and 1,700 nmeters as provided in our resolution is no longer justified.
It is essential for the evaluation of the effectiveness of
whe residential 70T rates +that the utility keep records oF i%s
metered and billing data on time~differentiated energy sazles and
revenves for customers served under %the sial TOU schedwle(s)
(Schedule D-7) iz <he manner prescrided in < Such records
will enable <the s%tafl 4o perforn an independ valuation o tke
effectiveness of <the residential T0U rates. Also, PG&E will be

- iy s

required to mozitor and evaluate, on an ongoing »asis, the effects of
shall Ye presgen%ed in 2G&2's 1983 general rate proceeding.

ince we recognize <that sufficient 2G&E dzta for 2
comprehensive showing in 1987 cannot be aceunulased, PG&Z shall also
provide dava Ironm the Los Angeles and other rate experiments, and
shall exzress its views on the 4ransferability of such research Zor

e dbe my o

vy
the D=7 rate on electricity usage. A showing on the initial effects

our purposes. Contra Costa's showing on the effec<tiveness 0% sztuer
Taves was very iapressive hut we wish 0 convtinue To examine <he
Program on an experimental bhaszis throughout PG&I's service area %0
the extent of the funding which we previously aprroved.

2G&E shall also £ile 2 report on progran expeandisures for
1082 and projected Jor 1983. Further expansion 0F vhe prograx in
1984 will be considered in the 1983 general rate proceeding.

» b T
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3. Industrial Rate Design

issue which was raised concerned 4he ex%tent %0
which Schedule A-21 should be zmade availadle 4o small customers. The
A-21 schedule is currently available <o cus%tomers with a nonthly
demand in excess of 500 XW. In D.C3887 baged on 4the recommendation
of the staff, we directed That Schedule A-21 be nmade availadle %o
custoners with demand below 500 kW. DPG&Z argues +hat we chould
Teverse our decision on this issue and allow the A-21 schedule 4o bYe
available only to customers adbove 500 xW.

The vestimony of PG&E'z wivtness zhows that as zany 28
41,500 customers on schedules A-12 and A-1 would rave lower »ills
sinply by changing to the A=21 schedule without any change ia uszge
Patterns. The stafl oroposes 40 mitigate this situatioa by z2avin
the low demand customers dbuy their own mevers. This proposal has
merit but does 10t appear to be well thought out at this point. 2G&=
also points out that an experimental T0T prograz 4o assess the load
management potential for these lower demand cus+tomers (A-20A, 3, C,
anéd D) is currently under way.

We agree with 2G&2 +vhat Schedule A-21 chould
opened at this time. We are ver nseresved, nowever,
the schedule. We believe that the next general ra%te case is <he nos%
approyvriate forum in which €0 coasider 4the suggestions o2 Dr. Acton
2d the stafl oz kow To further extend the schedule to lower lemand
customers.
Magter Meter Di

ities (2T) Code § 739.5 requires usilities %o
provide a rate discount to mobilehome vark and apardment duilding
owners Jor the costs of providing sudzetered service 4o their

Yenants. D.9%837 altered <he anount 0F +the discounts by eliminating

- e o an
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the customer charge. D.R2-02-075 granted rehearing of D.93827
regarding the appropriaste discount <o aparident and zodilehome park
owners. The issues raised are (1) the forn of the discount aad (2)
the amount.
The discount can de ei a flat aooun< oT o percenta
lifeline sales. 7The consensus of > WMA, PG&E, and <he
that whatever the form of the discount, tw should Ye co
voth gas (GS 2nd GT) and ele ustozers (D5 an DT). We agree;
the diseount will bve apb’med as a percentage of lifeline seles.
The amount of <the discount W teswed by WMA ané
The baszic flaw in the record in zhis p
up=Tto~grte CocT The currens
The WNA recommends a iscount for
_ D7) and 30€ for mobilehoze park gas gcervice
(67). ‘ for DT and 30% for GT cervice.
reconnends a © house elecvricisy

16% discount > The gifferenc

s

'ecomwond : . erent weighﬁing zevh
avnrag‘us undergrounc ané ov >ac ed by modilehoze
parke. We endorse the zore % T. We will
therefore Tind that 3

reasonabdle.

Agriculzural Ra:es

An agri ic T0U program was approved
in D.21107 dazed Dece zbe The targes goal was 6,375
participants with 2 1980 zest xpence level of 84,500,000.
Agriculturel rates were sez a level <o recover 24,500,000 over and
above the class allocated revenue reguis

PGAE faileé

the projecved Time perioeé.
the agriculeural class <than % w
authorized.
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PGEE caleulases <he overcollection by comparing total class
projected revenues aad authorized expenses To +total recorded revenues
2or the 1980-1981 pericd: 2G&E caleulates an overcollecvion oF
$1,937,166.

Mhe s+af? estimates the overcollection due solely To the
707 progran to Ye $8,205,424.

We will endorse *the method proposed by the Farm 3Bureau at
vage 31 of i4s brie? as Zollows:

"Rather shazn the Zairly co=p

seconziruction of revenues sted by 3%afs,
Parz Bureau »Toposes a simy zmethod oF
calerlating an amount <o bve There i3
no dizpute the annual revenue loss ©o be 2ade
wp by PA-i customers was supposed o Ve
§2,450,000. ZLizewise, <the actual revenue 10ss
for 1680 due 0 Zailure %0 Transter cusiomercs
iz agreed ©O De asous 5350,000. LRerezore, vae
overcollecsed amouny for 1980 chould be
$4.100,000 ($4,450,000 - $350,000). ince zhe
srogram was abhout one-hall implemented In 1681,
“he overcollecved amount that year was
$2,225,000 (1/2 x $4,450,000). The sum <0 be
refunded i3 $5,325,000. (34,100,000 plus
$2,225,000.)"

Az suggested by the Farm Bureau, vze $6.3 =milllioxn re
e spread over 1983 through rates To current PA~-1 and 2A-2%
The demand charge should be lowered Zron 31.30/%W %0
80¢/xW as suggested by 26&Z. The remainder of the refund shoulc Dde
reflected in reduced energy rates.
~o the reduced demand charge, 2G&E proposed
be revurned o the inivial hisvorical
the original ingentivesz vo 3hilt us

that <the on-/0f2~peax ratios shzould d

- -

sonewhat.
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The 2G&Z proposal is consistent with our recent +reatment
0L other industrial TOU rates where we have authorized level dase
rates and <ime varying ZCAC ra%e wiith on-/0ff-peak ratios at their
original levels. These proposals will Ye extended 40 the PA-2X rate
schedule.

Prorationing

One last rate des:i izsue raised during these proceedings
concerned the method of prorationing »ills during +the seasonal
lifeline changes. 0The TURN orief a%t vages 59 and 60 suamarizes <the
issue as follows:

"Lifeline space heating allowances are generally
applicable only durizng the period from

November 1 througt April 30. Zven <zose areas

with a suxmer heating allovment hrave higher

allowances during the winter period. The
reverse situation apylies for 2ir

conéditioning. This means %hat bills which
cover a period inciuding either November 1 or

May 1 are prorated o reflect the differing
iZeline amomnts.

"?G & Z'c method prorates Hoth customer usage
and <tier sizes iz a seasonal <ransi<tion period,
vaced on the number of days before and afser
vhe lifeline adiustment davte in <hat Hillin
veriod. This approack assumes consvtant dail
usage both defore and 2fter the transition
date. (Zx. 204, Tav J, pD. 3-6.)

"An alternate apyroach called <he YeXinney

nethod was proposed by a 2G¢ & Z cusvonmr ia a
197¢ complaint case. (C.10648.) That zesaod
zakes 10 assumption av all about usage. Iv
siaply re-caleulates 2 prorated lifeline (axd
2nd tier) amount hased on <ize numder of days
before and 2fver {the 4ransition dates iz 2
customer's billing deriod. Actual usage is
tzen Billed iz accordance with she adjusted
rate gtrueture. (Tadv J, pp. &=10.)"
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A third method, proposed by Mr, John Macri, is that a
customer’'s lifeline allowance begin on his billing day nearest the
lifeline change date and continue for a certain number of billing
pexriods.

The controversy over prorating stems from technological
and administrative limitations onm utilities' abilicy to bill precisely.
If customers could be billed on a daily basis there would be no need
to proration seasonal lifeline allowance changes. Usage on April 30
would be billed according to the winter lifeline amount while usage
on May 1 would be billed according to the sumer lifeline amount.
Obviously, the requisite metering technology does not exist on the
PG&E system for this to happen.

Even 1f we were constrained to monthly meter reading and
billing, we could still avoid the seasonal lifeline prorationing
problem 1f all customers' meters could be read on the lifeline
change dates, October 31 and April 30, Clearly, this is administratively
infeasible absent an army of seasonal meter readers.

As long as uniform seasomal lifeline change dates are in
place as they are today, there will be a need to proration because
these seasonal lifeline dates will f£fall in the middle of many customers'’
billing periods. Srarting with a single meter reading of usage
covering a monthly billing cyele that includes a seasonal lifeline
change, the prorationing method zrust make some kind of assumption about
how much of the monthly usage occurred before the seasonal lifelime
change and how much of it occurred after the lifeline change. The key
issue is whether or not the usage assumption that is made creates any
systematic bias £for or against the prorationed customer in comparison
with a customer that is not prorationed (because their billing occurs

at or near the lifeline change date) or in comparison with our "daily
billing" ideal.
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PG&E's prorationing method assumes that usage is constant
before and after the lifeline change date. Thus if a customer has an
April 16 to May 15 bill, with the May 1 lifeline change date falling
halfway through the billing period, PG&E would allocate half of the
nonth's usage to the April tier structure (lifeline amount) and half
to the May tier structure. PG&E argues that on average this comstant
usage assumption is reasonably accurate and fair,

TURN argues that on an average basis usage is not c¢onstant
before and after the seasonal lifeline change and that by making the
constant usage assumption PG&E is systematically overbilling
prorationed customers. TURN argues, foxr example, that on an average
basis gas usage can be expected to be declining £rom April to May
as space heating needs decline.* Therefore, returning t£o our
hypothetical April 16 - May 15 bill, there will be, on average, more
usage in the April period (when the lifeline allowance is largex)
and less in the May period (when the lifeline allowance is smallex).
TURN argues that a constant usage assumption, in effect, takes some
of the usage that occurred in April and accounts for it in May where.
because of the smaller lifeline allowance, it is more likely to be
pushed into & second tier rate.

TURN argues that we should adopt the MeKinmey method
as an alternative prorationing method, According to TURN this method
"makes no assumption at all about usage." is is incorrect. The
McKinney method implicitly assumes that usage before and after the
seasonal lifeline change date indirectly varies in proportion to the
lifeline allowance change. Table IV shows how the McKinney method would
bill our hypothetical gas customer with an April 16 to May 15 bill and
66 therms of usage. This is compared in the Table to the PG&E bill.
As the Table shows, the McKinnmey method allocates usage to April and
May in a 4.08 to 1 ratio (the same ratio as the lifeline change,

106 - 26 = 4.08), while the PG&E method allocates usage in a 1 to 1 ratio.

‘ * TURN's argument, and our subsequent discussion here, applies egually
to the autumn lifeline change.




A.60153, A.60616 RDG/cg - ALT-COM-RDG

Table 1V

A Comparison of the PG&E and McKinney Methods

Assumptions

April 16 - May 15 bill (30 days)

66 therms of usage

Lifeline Rate: 4¢/therm, 2nd Tier Rate: 6¢/thernm

April monthly lifeline allowance: 106 therms

May monthly lifeline allowance: 26 therxms

April 15-30 Lifeline Allowance (both methods): 53 therms
May 1-15 Lifeline Allowance (both mezhods): 13 therms

McKinney Method

1. Add April and May lifeline amounts: 53 + 13 = 66

2. Total Bill: 66 x .04 (Lifeline usage)
0 x .06 (2nd tiexr usage)
$2.64 (Total)

3. Tmplicit Usage Allocation: 53 cherms in April, 13 therms
in May (4.08 to 1 usage xatio)

PG&E Method
1. Allocate usage explicicly to April and May.

2. Assume constant usage, so allocate one-half (33 therms)
to April and ome-half (33 therms) to May (1 to 1 usage xatio)

3. Total Bill: 33 x .04 (April lifeline usage)
13 x .04 (May lifeline usage)
20 x .06 (May 2nd tier usage)
. (Total)

IV. Corzrect Bill with Mid-Month Meter Reading Between April 30 and
May L Wahich Documents that Anril Usage Exceeds May Usage by Z2%

1. Total Usage = 66 therms
April 15-30 uvsage = 36.7 therms
May 1-15 usage = 29.3 therms
Ratio of Apwil to May usage =~ 1.25
Total Bill: 36.7 x .04 (April lifeline usagze)
13 % .04 (May lifeline usage)

16.3 x .06 (April 2nd tiexr usage)
$2.97 (Total)

Difference Between McKinney Bill and Correct Bill: ~$.33
Difference Between PG&E Bill and Correct Bill: +$.07

MeKinney Exror: 12%
PG&E Erxrror: 2%
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Which assumption is closer to the actual usage that we would
find 1if we could bill each day (or check the meter on the lifeline
c¢hange day)? Intuitively it would seem that while usage probably
declines slightly on average from April to May with declining space
heating needs, the actual change would be closer to the PG&E comstant
usage assumption than it would be to the McKinmey assumption. A
review of the April-May 1981 P-1 usage data that TURN submitted
supports such a conclusion. The McKinney method would thus appear

on average to cause a bias in favor of rthe prorationmed customer that

is larger than any bias against such a customer that might arise undex
the PG&E method. Clearly, because of the technological and
administracive constraints cited earlier, we must choose here between
imperfect billing altermatives. Among these imperfect alternatives,
the PG&E method is preferable because it makes a more realistic usage
assumption and this will therefoze cause the least amount of inequity
between customers that are prorationed and those that are not.™
A related issue here is whether or not the utility can gain
financially £rom any billing biases that result from p:oratioﬁing.
Because of ERAM, the utility cannot gain excess revenues out of che
bill prorationing technique. If there is any bias against a prorationed
customer, it will cause a revenue shift away £rom other customers, not
an absolute increase in revenues that will increase stockholder profics.
Finally we must consider whether we might avoid bill
prorationing related to the seasonal lifeline allowance altogether by
making the seasonal change in the allowance on the individual customexr's
billing date closest to November 1 and May 1, rather than on those
exact dates. This is Mr, Macri's suggestion, We agree with PG&E that
while this suggested change might eliminate any inequities arising from
prorationing it creates other inequities that are greater, TFirst,

* Qver time the inequity will be reduced furcther as customers who

are prorationed in ome year have billing cyeles that £all closer o
the lifeline date in other years.

-3
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different customers would have different lifeline allowances at the
same time of the year. Secondly, and more importantly, different
customers would receive different annual lifeline allowances. A
customexr would start his or her winter lifeline allowance on an
autumn billing date and would receive the allowance for the next
six billing periods. As nom-provatiomed billing periods in the PG&E
systenm can vary from 27 to 33 days, the total aumber of winter
lifeline allowance days during cthe six-billing periods could vary
from 162 to 198.

We will adopt the PG&E method,
Findings of Fact

1. In D.93887 we adopted the EPD method of allocating base
revenues.

2. The EPMC allocation method results in an unduly large rate
decrease to nonresidential customers as compared to residemtial
customers.

3. The CMC-CMR allocation method is unduly sensitive to
residential rate design.

4. The CMC-CMR method shifts a substantial amount of the
support for the lifeline rate to other customer classes,

5. The CMC-QMR method results in a residential class average
rate which deviates significantly £rom the system average rate.

6. Neither the EPMC nor the CMC-COMR methods results in an
improvement over the existing EPD method.
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7. The EPD mezthoé is dased on 22rginal costs which faclude
Darginal energy cosss.

8. Application of the allocation me<hod o total revenues
resulte in a c¢loser cosT-To~revenue relationchip.

- Waea - -

©. The ZPD allocatior worKs with rate iacrease
10. The currens in a new degcrease.
1. I% is reas ie %0 ¢ 3 aze decrezse on an
equal ¢/k¥Wh basis _
12. The application of the ecual ¢/x¥Wh methoa in intervesn
proceedings before PGXZ'e n
rate design issues.
13. The three~tier vregide
significantl
14.
ather thax

witigated withous
16. ,A reducsion nount of

nDitigates she n-ob ens wed wizh
17. A change

5 abrupt change aﬁd res

Sher Baseline 3111
18. The

vear and will 21¢

-

Xuaerous chanse
Dne*gy charges prov
charges.

There is extensive pudli : : T the custoner

The customer charge does
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re inappropriaze a2 marginel cost
systen of ratemaxing.
24. Residential 70U ratez suppress peax demand and encourage
coaservation.

ucture whereby <he

is sli

off-peak rate with

27. It is rezsonadle
available primarily <0 resi
¥Wh per year to the extent fuadirs

28. If the A=2% industrial 70U rate were mace availadle

snall usage cusiomers, < large number of customers c¢ould
lower bills wishous 2n > attern changes.

ade as 2 percentage

averaging the costs of overhead service aad
underground service as proposed by
32. The following discountc are
1. 32% for DT cervice.
2. » for G service.
3. o% DS gervice.
4. 16% GS service.
3%. DPG&E overcollected S6.% zmillion froz the agriculsure
customer class.

%4. The £6.3 million 3 be refundéed as proviced ia <This
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35, It is rveasonadble that the agricultural TOU rates have
levelized bdase rates with time varying ECAC factors and that the
on/off-peak ratios be westored at historical levels

36. The current PG&E method of prorationing bills during
lifeline seasonal changes is faixer to all customers than the
McKinney method.

37. The Yacri zmethod eliminates the need to proration the
seasonal lifeline allowance change but erecates other, greater inmequitics.
38. PG&E's wevenve recuirement remains unchanged under aay

prorationing method.

39, The amnual ECAC revenue rvequirement from A,82-06-51 is
$1,4678,732,000.

40, The anmual revenue requirement from A.82:O9-51 is
$81,457,100.

41, The AZR zevenue requirement Zrom A4,82-06-08 is $88,07%,000.

42, The attrition allowance from A.60153 (atzricion phase) is
$156,502,000,

Conclusions of Law

1. 211 motions noc rulecd on here or previcusly ruled on should be deniéd.
2. PG&E should be authorized to esteblish the revised rates
and charges set forth in the following order which are just and
reasonable.

3. The rates and charges authorized here should be effective
Janvary 1, 1983,
4, The effective date of this ordex should be today in order

to enable PG&E to file rates which can become effective Januwary 1,
1983.
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ORDER ON R

IT IS ORDERED <that:

1. DPacific Gas and vric Company (PG&2) i3 authorized to
2ile with thig Commission revised tariff schedules for electiric and
gas rates in accordance with Appendix 3 Yo this decision on or alter
the effective date of this order. The revised tarif? schedules shall
vecome effective on the date 02 <the Ziling but not earlier than
January 1, 1983, and shall comply with General Order 96-A. Th
revised schedules shall apply only %o service rendered on or alter
the effective davte.

2. D2G&2 shall promptly instivute recordkeey “g and analyvical
procedures Zor monthly nmonitoring of the *esiden 20T rate
program. A semifannual report shall be filed with the Commiszaioxz
covering program marketing, customer information, sales and revenues,
1o2d impacts, and meter performance. The Zirst report shall cover
the winter season ending on April 30, 1983 and shall be presented Iz
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PG&3'3 1987 general rate proceeding. The detalls of %

ils 0L the procedures
and report shall Ye prescrided by <he Commission 3%af? and all data

shall be readily availadble +o <the
staf?. Within 30 days afier the effective date 02 +thisg order PG&2

LE X ]

Srom the nonthly zonitoriag efforts

shall £ile a report on progran expenditures for 1982 and projected
Zor 1983 under the auvthority of D.93887 and apyroved here.
3. All motions not previously ruled on are denied.
Thisg order i3 effective “oday.

Dated QEC 22 1982 , 2%

San Prancisco, California.

ke e s

I will file a written concurrence.
/s/ JOBN E. BRYSON
Commissioner

I dissent in part.

/s/ RICHARD D. GRAVELLE
Conmissioner
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Pa.ciﬁc-:cﬁ m ERlectric Company
. . FATES .- ELECTRIC DEPARIMERT

T LT e . Per Meter
Schedule No. A-l _ _ Per nonth

e et i st onts s e

mer me LA RN A S AN RN NN R R R R g g * 1075
Bl.le mer&f Chl.l‘se lll m Pﬁr m AR I T R Y NP YN o-m%h
“_““" "m &3.1 m, w m AA A AL RS IR RN Y RN TR R ELE XYV Iy 0.02937

et e e s 8y b rmen

Cen e .- DX Meter

-

Bebedule No. A<12" " CTITU I T L T per Moath

sy . -

Demand Charge: ' e
mt“'ww or lm Of mm md savenrocsows $ 9lom
!ext 260-XW of maximum denand, PEr XW ...eeoeeeeos .99
Over 300 X¥ of maximum demand, Per XW cccecevecnns. . 1.82

" Base xnergvyﬂ Ch.l.rge all m, per Xwh ................"...7.'“ 0.03)4240

AV,‘.; m:m m’ Wm ...‘.......................‘..‘:..-:-;* o o ms?

RO Per Meter
Schedule No. A-15 - _,;; - hr Month

Base mﬂ.‘g’ Chl.'l'gt ﬂl m, pel' m .‘H-.I-.m.......-f:*,‘”: 0.08572
:cm all m, w X¥h tescscssorersrascacsssasasnrassnee 0.02937

w . -
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' APPENDIX B
Page 1
Pacific_Gas and Xlectric Company
RATES - ELECTRIC DEPARTMENT

Applicant's electric dase :n.teuz—'/ ad Energy Cost Adjustmeni Bi14ing Pactors
are changed to the extent set forth in this appendix. o
Schedule ¥o. D-1 - . L. C Tt T PeriMemth

Base Foergy Charge all XWh, PEr XWB .eeuvvecoscnsccocscnees $ 0.0L265
Tider Y Lifeline ALLOWARCE, DEr XWB weurvoevcersracnnse 0.01162
Tler II kWb equal, to two-thirds Lifeline Allowance, : ‘
or 300 kWb whichever is greater, per XWh ........... . 0.02791
Tier IIX all excess, Per XWh .....eceseeivesioceavoess  -0.04008

Sehedlle Noo D=7 .~~~ . . T LT per yeter

‘cuu m‘h —er "cmgé .; .. - l‘.l. LR 2 : :.". .‘- - ‘ - ... - ". - e ; yose s - DA‘ - ... - :. ;;:. --$.T£—®.}~\;;.

| Base Energy. Chatge all Xib, POT WD weererteseenizessoens | 0.0KES

 Om=Peak 0D, DOr WD ew.iiorisionieononssiaiioncnnions | O.000U5
-ot“"h&k m, .wr m 'O-.“':'....ﬁ.;..‘.....A,’.Q“-‘.-.-:.";'"""... c'.-'ﬂ ) ’ O;mn"

-y

Schedule No. DS . B

PR
-

Tbe effective ‘rates of thelzngle tmﬂy &&é#:ic uMéoiscvla'éd:;i‘er;z'sippucable
iz the territory 1u which the mmlti-family accommodation is located; less. 9% of
the rate for the Iifeline Allowance. e el e

Bchedule Wo. DT T | - B L P~

-

The effective rates of the single fmmily domestic service scbedule, applicadle
in the territory in-'which tbe multi-family accommodation 1s locsted, less 324 of
the rate for the Lifeline Allowance.

1/ Base rates include XRAM, ARA, ATR, CPA, SPA, acd RCS.
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APPENDIX B
~ Page 2
Puciﬁc-“d;s\md Rectric Caxpany

Schedule Xo. A=l _ :Per Monf.h

e i et i o et et o

Wr Me '.O.Q.-Ill-......-..JOCI.-.l......l..... ‘ 1075
" Bage Energy Charge all X¥h, pexr XWB ..eeececcrccnccnces 0.0L564
m m m, W m -l...-..'.'l.l......-I.....-a...- o m37

1o i e e e et P —

. ST Ce :_Pﬁr Meter
- Bebedwle Ko, A-12°" """ T UL 7L Per Moath

Demand Charge:

?1:.-31:-4‘&)& or-less of maximun dowand ......covv.. 9.
Next - 260-XW of maxiwam demand, DT MW ooeuuonenn.. 1.
Over 300 W of nud.mn dexand, per W ccoecveccnn.. 1

0

Dage xncrgy Chu-ge a.ll kﬂh, per m ....................' L3440

m m m’ pe!.' m ceerossssscsvssesssavennasnava v - »°;°é937

A e

st

Yeor Meter
Schedule No. A~15 . - .~ .. Per Nonth

fana

wmr cmge “.......‘......-M.....“.".-'-O.....'."-"K-’,‘;* 1.75
. Base Pnergy Charge all Xwb, per XWB ceescrrorcacccsssess . 0,08572
m m m, w m .......‘....II...-........0..'.‘. o'm?

“:‘__,.....

Sehedule No. A-18A , L= e 0. Pex Metex
Per Month

-
P R

. .Demand Charge: RN O Rk

-

‘ '5'4-'?6n-m, per XW of Maximur Demand, dut not less
tm n,m ”r mth ..........-...-.....".'... “ "l.w
Off-Peak, pertﬁoth.ﬂnum m«:couot e T

35
7 0.01567
m IJ.J. m, m m --o----o.o-n------;.f":o_—v-‘-,.‘..t“:. Sulet o-mB?
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APPENDIX B
" Page ..
| Pacific"Gas and Electric Company
RATES - ELELTRIC DEPARTMENT

“Sehedule No. A=188

" Ber Feter
) " Per Yonth
Perfod A Period B

Customer CRarge ceeercescacacsncans cecacescas F7L5.00. 8715.00
........ _.Base Epergy Charge all kilowatt hours, per KW o o o eI 0, OLELO

. aT
.

. § Per kWh
On Peak, Partial Peai QZZ Peak
e CU- v 0,0%208°7 - 0.03029 0.02849
Pmoa 3 .. .0.0%208  0.0%029 . 0.02849

R

. Schedule No. A-204 e e

S B Meter
~ Per Month

e e
O it U T

First 40 KW of of billing demand or less.......... .. $.91.00
‘Next 260 kW -of villing ‘demand, Per KW LSSl D Y4
Qver 300 kW of ba.lhng demand per KW Lle.li.s o " 1.82

-t dan

Basc Energy Charge all kwh, per Wheveeecvovoreons 0.Q1545
. ECABF a-ll kwh pCI' kwh......................-....;;;;;"*~_16;°é93752;
Schedule No. A=-20B

T BerMeter
.. Pex Month

e Ao B TP

. #17.50

Zhergy Charge- i - T
On-Peak' per k:.lovlﬂ honr--.-------.-..‘" n 0-09992
Plus' Partial-Peak, per kilowatt BoUT.eeceeee..  O0.06745
Pluso Off-Pelk, pe‘l' hlm‘:t mur..-.oo.---... R o 0;02’3“9

g
- E

No addit:.onal energy charge will be collected. The listed rates
contain an imputed Emergy Cost Adjustment of 0-02937.
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APPENDIX B
Page 4

2T oL RATES ‘e ELECTRIC "DEPARTMENT

Schedule No, ‘A=200- - 0 LIETTUOIT -

S [hmoniPer Meter Pew Month
- . , - ‘SeMce me: ’.I."’-.-.-‘.“..‘..O“.-‘Q.....!"'. 517.50
Energy Charne:

On-Peak, per kilowart hour covvosemsiriaiis 012136
L0 Pluse Partial-Peak, Per kilowatt hour voeoseomeses 0.04551
Flus: Off-Poak, per per kilowntt hour ... ceiiei.” T 0.03034
Energy. Cost Adjustment: & . R
No additiomal exergy -charge will be collect »d. “The listed
rates contain an imputed F.jn.ergy1,,Co:5!;_Adjus.tmmt;pfco.02937,

LR
PR

Per Meter Per Month

- “.“.‘.....-."..'..‘....""..Df‘,‘.‘?,’.' 517.50

Charges  (In Addition to the Service Charge) ~ .
_On=Peak, per kilowatt hour crcctarresinian, 0.07100
P&I‘ti&l P“k’ m ’d.lmtt hour LA -wﬂ_%to_'_‘-_'c_.:a:d';_:‘_f_‘;, _",;_' oc 05979

Energy Cost Adiustment: o

No additiomal enexgy charge will be cé,li ed.l'helis:od
Tates contain an imputed: Energy-Cost-Adjustment of O.‘O@Q}?.

Schedule No, A=21

e

PR —— i a el s

Lt e,

e T
- . m : : -
N . — e
ERERaT
R R

.‘-'-..‘...-. . 0.03589

S DT L
T S Perildih
Pealk Partial Peakk OfF Pealk
0.06138 ~ 0.02615 B85

0.04745  0.02887 0.02407
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Pacific Gas and Electric Company
RATES - ELECTRIC DE‘PAM N

v Schedule Ros. A=22 and A=-23

_ o - Period A Period B
Customer. Charge' s e , o7 $550.00 $550.00

- - -
L

-

Demend’ Charge: ... -

On’ Peak, per kilmtt or Ms.x:!.mm Dcmd 2.50 0.75

Plus Partial PeaX, per kilowatt of Meximum Demand. 0.30 0.25

Plus m Peak, per kilovatt or ynximm Demd - Ko Cbarge No Charge

. Base .Energy Charge, all’ Xib, per XWh ) 0.03276 0.03276
ECABT: ‘ .
' oo .3 Per-ivh
Partia& PeaXx O Pesk

Pertod K7 T T i - 0.08554 0. @
Period-B S L ook 0.03185 0.02392
 Schetule Wo. PA-1 . Tl Tt e

o

Service ¢charge, per cus'tomer per month _ $2 50 ..
Per bp or XW, per momth ) o ..0.60

-y

':Ba.sc Enu-&r Cbl-’ﬂ‘sc, '3-1 l"’hr Pﬂ' Wh"““" “”-' - 0-0333-5
ECABF, a1l XWb, per Xk 0.02937 -

SR Bchedule~!o. PA=2X

"Mon‘bhlv Service Charge: $2.50 plus $0.80 per-xWon -
On=Peak Maximmm Demncg . Per Meter Per Momth

Base. :&:ery Chbarge, all XWh, per kwh:. e . -
ECABF. =39

" $ Per Wb
Partial Peak QLT Peax

0.02937 0.02349
. 0.0e937 0 '
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. ‘Pa.ci"‘ic Ga.a and Electric Company
" RATES ~ EIZCTRIC DEPARTMENT

Schedule Xo. PA-‘R o

e a1 i B3 e

I "sz 5'0

Per Meter ;- -‘-?er Honth
Periogd A Period B

Base Energy Charge A1l Xwh $0.03552 __;‘30.03552
ECABF: . s

A

-Reatricted On-Peak, per i S 0;;::2166 0:10305
On-Peak, per Xwn L C.05217 0204302
Off-Peak, per ki Ll oiim 0.0179%

Schedule No. TC-1

Service Charge:
For each service connection
Basge mergy Cha.rge ;1.1 m, per an
- ECABF. m kWh.« per m?‘ FE
Per KW of billing demand

Bage Energy Charge all XWB, per ¥Wh
ECABF all XWh, per xwn
M '.,4‘_'. “j-

”
-

Base Energ'y; Charge a.u m, per an
mx-' alI m, per xwz: -




*0 s
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Schedule No. L';-ly

- APPENDIX B

Page 7

Pacific Gas and Elect*ic Co.
RAIES-ELECTRIC DEPAM

Ao

3 All Night Rates Per lamp Per Month

:M-Hour :

Clams A _: B = C : D : P :2- F- cAddustpent:
$
Nozinal La.mp Rating ;
;I.ncandescent .ua.mps i
M% ""““'"’"' ’. ,‘ - ~ e
: -if;"Watts ~ lunens- -
53 600 5,&81 , 081
92 1,000 6.303 5 PR L .226
- 2,500~ 10.084 3.403 .259
. 295 4,000~ 12.901 11.218 - 4Ok
405 6,000 15.872 14.186 3 «355
620 ..0 OOO 22-187 200550 - - .8“8
Mercury 7Vapor Lamps Tee
Watts Lumens -~ w bz
100 3,500 - 9.163 7.947 SZLsi " 14 857 1#.066 n.;.su . ellb
175 7,500 10.828 9.655  8.555 16.155- 15:765°3.078 " .2%0
250 11,000 13.132 11.918 10.832 20.083 218.203 16.375 2330
400 21,000 18.021 16.526 15.153 23.429 20. 883— — L5k
700 37,000 29.001 25.827 26.051 3.002 33.375 . .891
1,000 57,000 37.423 34,062 34485 42,942 L1723 1.265
High Pressure | ' mllze W
Sodium Vapor lamps ... ..
Average ~rnT T
Lazp Initial.” )
Watts Lumens - L z
2 5.800 10.483 9.246  7.764 15.178 14.766 087
100 9,500 11.733 10.491  8.398 16.017 15.680 13.373 123
150 16,000 13,046 11.821  9.915. 17.2k6 [17.330:5140695° 180
200 22,000 . . 15.326 14.089 12.195 19.775 19.032 . ..272
250 25,000  16.930 15.692 13.881 21.460 20.727 .33
400 46,000 .. 21.136 19.901 18.010 25.585 24.844 .S0%

1/ The rates shown are effective rates including an ECABF of $0.029%7.




A.80153, 60616 ki

APPERDIX B
Page 8

Prcific Gaz and Rlectric Company
Rates - Electric Departoent

Schedule Xo. LS-E]-'-/

- LS=2 - : s 1S-28
. _ ALY Night : $~_:,,, .
IncandesccntGOOmens _ :
1,000 Lumene. " "7 - 2.768 °
2,500 Lunens i e -693.
6,000 Lumens." " 12,220
20,000 Lumens = - 18.662°
© 15,000 Lumens 25.896
Total

Mercury Vapor

100 Watt 3,500 Iumems  3.165
175 Watt 7,500 Lumens
250 Watt 11,000 Lumens
400 Watt 21,000 Lumens.
700 Watt 37,000 Lumerzs
1,000 Watt 57,000 Lumens
Total

High Pressure Sodium Vapor
120 Volts
70 Watt 5,800 Lumens
100 Watt 9,500 Lumens
150 Watt 16,000 Lumens

UJ!\)P
39
wwn

B3E B

240 Volts

70 watt 5,800 Lumens
100 Watt 9,500 Lumens
150 Watt 16,000 Lumens
200 Watt 22,000 Lumens
250 Watt 25,500 Lumens
30 Watt 37,000 Lumens
400 Watt 46,000 Lumens

L)

L]
O
&

\0
33

R
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lr‘-a.-o J-/

Az 0z C
Z0l7eHoux
n Cwd Asjustmernt

Low Pressure Sodium Vapor T e -8
35 Watt 4,800 Lumexs T 070
55 Watt~ 8 000 Lumens: SR 093
90 Watt!- 13,500 Lumens AL A T153
~l35 Watt 23. 500 Lumens’ I Y
-180 Watt" 33,000 I.u:nc::s 5 SRS - .263
Tor'aal e SUEeT e ;

Cermn whR
’ P

-

e
PP

Metal Hal:!.dc -
400 Watt 30,000 Lumens e L LuBL
1,000 watt 9,000 I.umcn" ;

e e T T TT1.154 '

LN
e

-1/ Tbe retes shcm: m e'tect.‘.ve ratcs mclud..ng an ECABF of 30. 02937.

~ - FES L
P “
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Pacific Gas and’ Electric Cempes

Schedule XNo. rs-3

B I S
R e

Foergy Charge, sll XWh per Xb
ECABP, all XWh yer kih

Schedulenooz,qy R

.-
R I

. Mercury Vapor Lawps:

175 watts
L0 watts

Bigh Pressure Sodium Vapor Lemps-
T0 watts

100 watts
200 watts

-1-/ mnte. .hmm

effective rates inclnding an ECAEF of $0.02937.




-
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T APPENDIX B
Page 11

Paczi:.c Go.s and. Electric Co.
RA’IE?;-GAS DEPARTM

Schedule No. GS

The effective rates of the single Zanmily donestic servzce uhedule
apphca.ble in the territory in which the multi=family accozmodation is
- located, less 16% of the rate for the Lifeline Allowaxce.

et Tl
Schedule No. GT T T T

LA

'I'he effect;ve rates of the u:mgle family domestic service schedule,
applicable in the 'cerrztory in whick the mu_t:.-fa.mz.lr accommodation-is
located, less 20% of the rate for the Lifeline Allowazce. ™

o tn -

e m eeen D
-

e

(EXD OF APPENDIX B)

. et




D.82~12-113
A.601322

A.60616

COMMISSIONER JOEN E. BRYSON, Concurring:

In this concurring opinion, I want to develop in

sreater detail the rationale for =he use of the Equal Percentage
the Difference (EPD) allocation method, and for the adoption
a4 three-tier rate design for residential customers.

This decision rejects the Equal Percentage of Marginal
Cost (EPMC) approach because it would result in a dramatic
revenue shift to residential ratepayers. However, while the
EPMC approach is not adopted directly, the adoption of the
EPD method does move rates towards EPNMC.

I favor this dircction towards EPMC. While immediate
adoption of the EPMC results in too sharp a shift in zevenuc
allocation, in principle it has merit. Under an EPMC method,
rates are initially calculated at full marginal cost. Insofar
as the rates derived from the rovenue requirement are different
from marginal cost, the difference is allocated on an cgual
percentage basic among classes. Individual rates can then

gned as much as possible on marginal c¢est principles,

the constraints of the total revenue allocation. This
approach presents an cquitable assignment of ¢osts among the
various classes based on the foundation of marginal cost
principles. Insofar as rates for classes deviate from marginal
costs, they all deviate evenly.

waile movement towards EPMC is implicit in an EPD

method, the current version has mechanical features which make




it impeorfec First, it does not WOrk when applicd “o decreascs.
Second, it is only applied to base rates, not enecrgy rates.
“nergy rates are allocated equally among classes in cents per
kWh. The decision, while recognizing thcsc weaknesses, adopts
the currcnt EPD mecthod for aow, and asks the parties +«
present alternasives in the future that correct these defoets.
This it reasonable, Whatever revision is adopted, it should
allow the Commission to shift gradually towards EPMC, without

abrupt adjustments.

The decision retains a three-tier rate structure

for PGSE. In reaching a decision on two versus three tiers,
consideration should be given to the relationzhip between
system average and marginal costs. When the difference
between average ang marginal cos:t is farrow, a two-tier
Structure may be desirable, When the two are relatively
cistant, as in the case of PGSE, a three-sior structure has
meritc,

The Commission hag adopted a policy of designing
rates based on a utility's marginal cos+ 0f producing electricity.
Marginal cost Pricing eacourages customers to make an economi.c
chol¢e between additional purchases of electricity and conscrvation.
However, a practical problem is that prices based on marginal
Costs do not necessarily resuls in revenues that mateh “he
revenue requirement. Currently, the average cos+ of clectricity
is below the marginal rate, angd Pricing at +the margin would result

in &n overcollection fer =he utilisy.




An excellent feature of an ianverted rate design is
that it can accomodate marginal ¢ost pricing while not over-

collecting revenuce reguirements. By setting the highest tier

at or closce to the marginal rate, customers are given an

-
-

icient price cignal to choose between conscervation and
additional usage. Utilities do rot overcollect revenue because
of the lower rates for the lower ticrs. A reasonable rate
policy is. to adopt inverted rates with the highest tier ncar,
but not above, +he marginal cost. This oncourages those with
digcretionary ugage to conscerve, while not overburdening those
customers such as large families, with unavoidable usage at
the higher rate levels.
with this in mind, the choice hetween two and three

tiers partly depends on the relationship between average and
marginal costs. In the case where average cost is significantly
less than marginal cost, & three~ticred rate structure may be
desirable because the thirxd ticr can be f£ixed near marginal
cost %0 give an cconomic signal relating to discretionary use.
There is cvidence developed in this record that usage in the
third ticr is more elastic than in lower tiers, and that there-
forc there will be a greater conservation cffect with a threc-.

tructure. 1 the other hand, in the event average and
marginal costs are ¢losce, a three~tiered structure may not be
desirable because the design may reguire that the thirzd tier
rate actually be above a utility's marginal costs, which would

overburden customers in the thiréd tier beyond the economic cost




of additional usage. Especially for large families, it is
not desirable to charge customers more than the marginal costs
of producing clectricity. CUnder such circumstances, a two-tiered
design may have merit, with the second tier near the utility's
marginal costs.

In the case before us, the adoption of three tiers
iz reasonable, because the average residential rate of 6.5¢ is
significantly bciow the class marginal rate of 10.2¢. As a resul
the third tier rate adopted is near marginal cozt. In the
case of Southern California Edison the two-tier structure,
adopted in Decision 82-12-055 last week, is sensible because
the average cost of 7.4¢/kWh is closer to the marginal cost of
£.7¢/kWh. A three~-tier rate design would pfobably have resulted
in rates in the third tier above marginal cost.

wWith this criterion, the choice between two and

three tiers in the future will depend on future costs. Should

the average-marginal cost gap narrow in the future, a switch

Lo two Licrs may D¢ appropriate. For aow, however, <hc

threc~tier structure appears to be preferable for PGSE.

Y4l ¢ L\,

Date: Decembeyxy 22, 1982 'ﬁbﬁ\ E. BRYSON
San Francisceo, Calif. Ku/
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RICHARD D, GRAVELLE, Commissionex, Dissenting in part:

There are two aspects of this decision with which I
disagree. '

First, we here nmaintain a three tier rate structure,
an action with which I do not quarrel, but only a week ago we
imposed a two tier zTate structuxe on the customers of Southern
California Edison Company, the other large regulated-electric
utility in California; I believe our rate design poliey should
be clearly stated and comsistently z2pplied. I there are valid
reasons why ome utility should have three rather than two tiers
in its rate structure we¢ should explain them. We have not.done
so in either this decision or the one Zelating to Edison.

Second, I believe that the allocation method proposed
by ALJ Kenneth Henderson in this proceeding which would have set
the lifeline rate at 807% of the system average rate and spread
the remaining revenue requirement among all customex classes,
including non-lifeline residential, on a direct equal percent of
the marginal cost, is a £ar better nmethod than chat endorsed by the
nmajority today. The ALJ's proposal rwecognized the theoretical
validity of TURN's class marginal rate proposal and thereby promoted
greater economic efficiency. Furthermore, it was strongly supported
in this recoxd. Also, the ALJ's method recognized that all
customers should bear some portion ¢£ the lifeline ﬁndercollection
as a matter of equity. I believe this was the intent of the state
legislature in adopting the Sher bill wherein the placement of this
undexrcollection was carefully comsidered. The legislative silence
on this issve in the same session.that it limited our discretion
as to the steel industry is a clear indication to me that not only
did they leave the issue to our discretion but that they also fLfelt
equity would be served by an across the bba:d sharing of this small
subsidy for the harried residential customer,

December 22, 1982
San Francisco, California
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could arise in each proceeding regarding the numerous allocation
issues. We prefer that the rate design portions of offset
proceedings be noncontroversial. The methodology to de applied <o

revenue changes which take place before the next general rate case
will be on an equal ¢/kWh dbasis.

We direct the staff and PG&E 40 develop a modification of
the EPD method that will apply to the total effective rate and will
also work for rate decreases. We also welcome proposals from other

.t e

interested parties. We expect this methodology vo be developed in
PG&Z's new general rate case (NOI 78).
Allocation Tables

The following tadles are designed o illustirate our adopted
gllocation methodology as conmpared <o “the other two proposals. The
first table (Tadle 2) shows sales, shorsiicun marginal cosis

(D.93887), and present effective revenues bt August 2%, 1982 rates.
The following three c¢olumns show the result under each method. Table
3 compares the results of each of the methods tonpresent rates. The
cozparison is 2ade by computing the class ave:ase‘Pa;p ant ivte
percentage change from present rates. ;
The to%al revenue necuirement is developed as follows:
1. ECAC =S 476,04 - & months

Q0
$1,478,7 00 = Annualized
(A.82-09-51 ;33

ERAN = $26,22%,000 = £ months

$81,457,100 = Annualized
(A-82-09-51);

AZR $38,074,000
(A.82-06-08);

- Attrition = $156,502,000
(A.60153, Attrition Phase); and

Current base revenues.

0
0
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Custoner
Class
Residential
Ligh%t & Power
omall
Medium
Large

Agriculvure
Railway
Subtotal
2ub. Authority
DVR
Streetlighting
Interdeps.
CPUC Juris.
Sales Rev.
“her Rev

Total C2PTUC
Juris. Rev.

ALJ /¥

Table 2

Alt.-COM-JEB

Allocation Comparison Tadle

Present
SRMC Effective
¢/¥Wh Revenues

Sales

£Wh

CRA
=2MC

TURN
CMR=CNMC

18,575 10.265 4,26L2401

10.324 278,567
10.23% 948,022
9.024 1,00%,5%2

10.178 254,217
2.82% 16,846

Adopted
22D
¢/¥Wh

1,275,456 1,114,560

319,886
883,294

9{3;:84
2263581

\
17.0%¢

241,1%0
941,955
1,040,697

241,629
18,149

1,204,525

360,558
210,004

063,897
2£2,2014
16,222

3,865,585
24,440
52,324

9,464

3,698,120 \3,4698,120

3,698,120
22,517

53,820
©.0£0

3,951,513
15,302

5,966,815

" 3,78%,497

15,302

3,798,799
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Table 3

Allocation Comparison
Customer Avg. % Avg
Clacs 137 Rate Chance Rate
Residential 6.86 (11.85) 5.00
Light & Power
o7aLL
Mediunm
Large

Agriculiure
Railway
Sudtotal
Pub. Aushorisy
DWR
Streeclighst
Interdept.
Total Juris.

[¥3Y
»

Gy
Oy (D VO
A

7.%6
7.30
7.08

7.25
7.0
5.80

O~}
QO

O

<

QO ® N v
O O

A¥ 1]

Vi Oy O O©
.

0 @ U
O

During thisz proceeding, es were raised
N
concerning residential customer

M".

ere (1) <he

Within <he
the A=21 (207) =2 3 should be
made availadle. In the agr-cultural clazs, the two ise were (1)
Prior overcollecstions and (2) <he relavionshiy Yetween <he 2A-1 and
PA~2X schedule The remaining rate design isszues concerned the form

and the amount of The zasver zeter discount for both gas and electric
customers.
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of view of various conservation measures. Ra%e design is also an
important incentive is the regidential 20U prograxm +that we discuss
later in this decision. Not only does rate design have Iimportant
conseguences Zor oTaer programs, dut <he reverse is also true.
Various other rate-related programs can have 2 zitigating influence
on particular aspects of rate design. Suck other programs could
include (1) residential TOU rates, (2) interruptible residential
service, (3) demand sudbscripition service, né (&) balance payzent
vian.

In itz brief (page 25N +the st2f?f seeks Zirm policy
guidelines hy posing the Lollowing gques+ti

"is conservation a greater

stabilization?

"Are we striving Zor customer\rate op%ions
or customer unde*e*aMd‘ng o* ate desig,
anéd are these goals zut
exclusive?”
ile our rate structures o varp by utility, within each

utility we have tried 30 achieve some consistency and contin
With the changing nature of utility costs and the changing
relationship between nmarginal anéd average cost, sgsg change over
is inevitable if we are %0 strive for econonic efficiency.

- - et b

Conservation rcemains the fornda<ion 0f our rate giructure. This

- - ok v

premise ig reinforced by <he Sher Zaseline 2ill n the otiher naxnd,

- -t oe ple w * -

other goal s Lize rate stabilivty and egul *y are also impor

.v-

Concerning rave stadbilivy versus conservation, one couléd quey,ion our
retention of o three-vier rate svuructure and authorization of the
balanced peyzment plan. We do 2o+ %thizk +hat these “wo actions are
nutuwally exclusive. We recognize that at very zigh usage levels, a
three=tier structure can cause Hills %o vary significantly; its

y
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zarginal rate. With <he rate siructure and usage in each ¢
displayed on the customer's bill every zoznth, the customer ha
aZornation on his marginal rate, which we can oaly hope iz used in
making deciszions on usage and on coanservation. It is difficult to
2ind ways to further promote suckh understanding, and we would welconme
recommendations in the next 2G&E general rave case

The last gquestion posed by vhe stal? i3 whether we Zavor
conservation more vran *at;\g*ability’ﬂﬁQhﬁs—cvescéoa—eeepa—sinila:__,,ﬁ:‘“
o~ et witch-cnlil—the patentt e el .

N R G S s Gl reninie e ¥ ot Sy e ize pototes
g:m&:ﬁzﬂh#s~remainé the foundati 05\0’ our rate design but we favor <
prograns o mitigate any undue hardship caused by rate Instadbilily.

The »rizary benefit of a three-~tier sure i3 ivs conservation

allect.

- i

N\

The <eg<tinony o2 Dr. Wells, 2r. Acton, 2anéd 2G&= wivness
Zoward corrohorate The ew “hat a %three~tier ratengtructure direc

L2
causes greaver c¢onservation than a two-tlie The <esvtinony
o Dr. Acton zponsored by Cozntra Costa County showed that™in a large
scale southern California experiment, price
higher usage levels.

Pr. Wells raz shown that <he c¢lass zmarginal

- b

used in prediciing demand. : testinony also
taree~%ier rate structure wi : vroduce a higher class
narginal rate consvant revenue
reguirezmenty.

Zoward, in conductin recvion the last Zew

years, has used a method of calculating the conservation effects of
rate structure without <he very controversial use of elasticiey

data. Zoward has shown %hat a two-tier svructure has aore of 2
congervation effe¢t shan a ldeclining ra2%e sTrucsure Ze als0o

- o iy
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testified <hat a %hreew%si would nave more 0 a conservation eflecw

than 2 two=tier sIru In A4.82-06-08 Zoward Zurther developed
the studies =hat he provided in A.AQ153. fThe Zfurther 3%iu

tne stucdies ghowed,
end we found, that the ¥three~tier conservation elfect was about twice
that of a two-tier structure.

o oo -

Thus, while the criticism that a three~itier structure does

not produce a conservati;;\e‘fect iz ¢clearly refuted, some of %2
ther criticism appears nore velid. The p*ob,,“s 0f wilely

Lluctuating vills wish var -able\feathe* condizd 2d wnfalir

Y

bills for large families resulst Rrom usage be-“g pushed int

-

el

If we eliminate <he éhird T, The weavher
essened somewhat; Hut

gecond vier in order %0 recover suffi revenues froxm

Th' y CusSTomers whgég use p-eviously enced in <h
r would have algher nil those, large users

N W s LA . e’
who were prév‘ous“ in *he %Shir “n‘e\nas-a—oe-&oégzgquimy—__ /ﬁf

Droven anw,a.so reduced the conservation signal “for large users.

So, even vhough vills =ight be more stadle with 2 change %o two

-.Uu

tiers, Un.y would net necessarily be ’owe- for many customers.

¢lass.

other nondiscretionary 2igh usage Iis inherent in a2 rate structure
t“h2t does not vary with household size. The pars:

he provlem of large Zaxilies with large soval usage or

.
ipants in our

proceeding zave 5o far been wnable or unwilling %o zdvance 2 systex /Cue

02 per-canivta ratez, and we no%e <zav, sucn _:p uld e

4‘4-— AJ/FJ' ./W 0‘» piton e ot el ‘h / /‘MJ'::;:.
¢

exsTexely dlfficuls %o admizister as nousehold size can/edange
nonthly—e g —students~aome—Lor-vacasion -~

We believe that <whe nondiscresionary high usage »rovlexn and
wea‘he—-causpd staole Pill prodlexs are vest solved by mitigavi

g Ve
J L) - -
azion of <he third vier. In zmazing <tals cho_ce, we

-

nat ther# will always be soze eguity prodlems with any rate
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analy<tical reacon £0r %the size 02 the second <ier 4o %e a2 Zuncetion of
the cize 02 the Lirst tier under the Mi 1e--Warre Difeline Act
provisions. I%¢ appears tha%t implementati £ A.3. 2443 (Sher BL1l)
nexs year for 2G&2 will reanalysis o< the size the Zirse
tier which zay also cause some change 02 the second tiler. Witn all
these changes which have either %axen place or will probably vake
place in the future, we believe +that <he second +ierdsiwe should
remain at it3 current size at this time.
2. Customer Charge

In D.93887 we elimi;;bed the customer charge for 2G&Z. Th
revenue impact 0L the elimination Wwas sp*ead acrosg lifeline sales
In granting rehearing of 2.93887 we Macluded vhe cusvomer charge as
an izswe even +though no par<ies raised\ it decause we wanted Lfurther
consideration by 2all parties 0L the propniety of the actvion. During
the hearings in %the rehearing of D.93887, “stalf wivtness 3ipe provosed
reinsvating customer charge in order <o produce greater bHill
stability. Tarm Bureaun joined in the stafiNs recommendation.

the CEC all oppose reinstatement o’(*he custoner

2G&Z provided vestinony saowing that the cusvtomer charge
produces an anticonservation effect. AlLso, 2G&Z reyorted exveansive

e bt o

custoner complaints and zisunderstandin *ega"d‘* The customer

]
charge. 2G&2's analyzis of +the alsernative mevhods of reallocatin
vhe customer charge revenue showed that the zethod chosen in D.93287
was BOsT eguitadble <o “he larges+t number 02 customers. 2G&E's
ana.ysis also skows that reinstating the customer charge has livsl
effect on Dill stabilivy.

The record in +this proceeding 21so developed the Zaet +thav
the cusvomer ciaarge bhasically resulss from exbedded cost ratemazing.

In a marginal ¢ost systen of ratemaking, vYhe customer czrarge {s ouv
0L place.
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We will not reinsvate the customer cherge. Alzo, we will
1ot change the method of distridbuting the previous customer charge
revenues.

7. Residential T0TU Ra+tes

D.97887 authorized residential T0U rates on an experimental
basis and directed PG&E to file 2 plan withizn 120 days. The
implementation Plan Zor Schedule D7, dated April 30, 1982 was
pregented as EZxhibit No. 209. The Con%ura Cosva 3Joard of Supervisors
(Contra Costa) participated actively on this issue through
introduction of the\westimcny 0f Jan Pauwl Acton on Optional Time of
Day Rates for Resident&\l Customers, Zxhivits Nos. 207, 208, anéd 20¢.
Except for PG&ES ané Contra Cos%ta, no ovier party presenved
technical evidence on thi\ program. The prograxm was commented on
extensively in the staZl brdel. The st2ff recommended that %k
progran he expanied as rapidi} 28 p0ssivle with eligibhilis
priorities vbaseld on average montial age levels which exceed 1,000
ZWn per month. Solidarisy } Rate custice (SURJ) expressed
concern in their brief relative =ol\revenuve skifes resuliing from the

o e

’ \
rave proposal. No other narties commented on the prograzm or zade

e

in their wriefs.

subnission ¢f %his ¥ y 2G&Z and Contraz Cos<ta
submitted a §
rates for
2G&2's proypose
gtipulation, %the staff recoxzmended wTrat an advice
Upon consideraticn of Advice Letzer ©
of SURJ and TURN, %he Commission b7
6, 1982 authorized PGE&T %o implement

Schedule D=7, Experimental Domestic Service Tize-of-Use under <ze
following condivtions:
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Usage Level Inver+ed Rates
(xwn) Mon<tnly 3ill
Stunamer Winter

0 (Cust. Chg.) - - 3 3
720 (.2.) S 40 - 52
1,290 (I.%.) - S 72 o1
1,500 107 g8 105
2,000 209 T3 173

*19.7% @ 11.0¢, 80.3% @ 5.8¢ = 6.8¢ Average Rate.

Monthly »ills on “he T0U =ate are adout egual 4o the bHills
Zron inverted rates at usage legfls approxizately Two “imes the
lifeline allowance - 1,500 xWh for the air condivioning summer »ill
and 2,500 kWa for the winter spacegeating »ill. Therefore, at usage
levels above about “wo %times the lifeéline allowance %the residential
user of large guantities of electricityN\can reduce hic monthly b»ill
by initially subscridhing 4o the TOT rate. \Rate henefi<s Zrom =he
initial shif{ will result in revenue %ransfer™0 oOther ratenayers.
An analogy would Ye a change in the size of the‘§3¢ond tier Zor
extended lifeline customers, which would We 2 denefis %o large
ugers. Zowever, a TOU prograz 13 auch z2ore henelicial than +he
extension of a second vier allowance, because there will definitely

ve cost savings througk load reduction anéd load zhifting.

We believe this opporsunity should bYe drovided 40 users of
large quantivies of elecsricity throughous 2G&Z's

2.92787 a year ago we approved annual expenditures covering
approximately 10,000 residential T0U meters. The ananal reveaue
transfer rom 10,000 neters couwld e ia a range of 32 40 32.5 million
compared T projected residential revenues of $1,217 million ané
Total systexn revenues of $§3,821 zillion. We 20 0% agree witz SURS's

service area. In




A.60153, A.60616 ALJ/xm

the customer charge. D.82-02-075 granteld rehearing of D.9%287
regarding +the appropriate discount <o aparitment and mobilehome park
owners. The igsues raised are (1) the Zora of <he discount ané (2)
the amount.

The discount can he either a flat amount or a percentage of
lifeline cales. The consensus 02 the WMA, PG&E, and <the svafll was
that whavtever the fora of <he discount, it should be consistent Lor
both gas (GS aad GT) and o egz\*c customers (DS and DT). We agree;
the discount will be avol;ed as a percentage of lifeline sales

The amount of the discount Was contested by WMA axnd ?G&E.
The bYasic flaw in the record iz <this progeeding L3 %hat there were n

up=to~-date cost studies. The curren® amolsts nuss be estimated £
a study produced ia 1977. The WMA reconmmends a 34% discount for

mobilehome electricity (DT) anéd 30% for mobilehome park gas service
(G2). 2G&E recommends 32% Zor DT and 30% Zor Gf\sgrvice. I% also
recommends a 9% discouwnt for aparvment house °lectffcity (DS) and 2
16% discouwnt for apariment house gas (G3). The difference in the
reconmendations results prizmarily froz diff rent weighting methods
averaging wderground and overhead service provided by movilehoze
parks. We endorse the more even mevthod used by 2G&E. We will
therefore Zind that the resulting discownts, as proposed by 2G&E, ace
Teasonable

Agriculsural Rates

Togran was approveld by 2G&3
et goal was 5,375
Participants with g 5 level o2 24,500,000.
recover 54,500,000 over and

o W

2G&= failed to acguire L2 e 70U meters during

the projecteld time period. Thus, 2G&Z collecteld zore revenues ron
The agriculiural class Tk
avthorized.

vhan Iv would zave If 2o progras had dheen
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T. The EPD method iz baseld on marginal costs which include
zarginal energy cCosts.

8. Application of the allocation method ©o total revenues
regulés in a closer cogt-to-revenuve rel

9. The EPD allocation method only works wish rate increases.

10. The current revenue charges result in a new decrease.

1. I% is reasonadle %0 spread the ZCAC rate decrease on an
equal ¢/XWh dasis.

12. The ap»nli ca;&on o
proceedings vefore PGEENS
rate design issues.

15. The three-tier reaidential rate structure contridutes
significantly o conservation

14. All-electiric cust ome:s\g*e vetter 022 with a three-tier
rather than a Ywo-tier resident a}\:ate sTructure.

15. Zardships resulting fronm *“e three-tier strueture can be

itigated without elimination of the *hi*d

16. A reduction of the azmount of the n dDetween %iers
mitigates the prodlems associated witk <the

1T. A change “rom 35% differenti
an abrupt change and results in a rate struc
Sher 3asze

18. The size 0% +he seconé
T4

gear and will likely change again
19. TNumerous changes in tier
20. Znergy changes »rovide better
customer charges.
21. There i35 exvensive »u
harge.
22. The cuswomer charge does listle 40
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23. Cusvtomer charges are inapproprizte %o 2 narginal coss
systen 02 ratemakxing.

24. Residential T0U rates suppress peak demand and eacourage
conservasvion.

25. Residential T0U rate nitigate %he harsh effects of a three-

rate structure 03\1\;ge users.

26. A residential TOU _rate structure wheredy +he off-peak rate

ifei?ﬁe rate and the on=pear rate is twice the
rate with a 83 customer\gfarge is reasonabdble.
I% i3 reasonadle and ecuipable 4o make <the 20U schedule
available pri *0 residential customers witz usage over 12,000
ZWn per year %0 the extent Zunding 2llows.

28. If the A-21 industrial T0T rat;\wgfe macde available <o
small usage customers, then a2 large number of\customers could have
lower bills without any usage patvern changes.

29. It is desirable that the gas and elecirichdiscounts <o

. master meter customers he on a consistent basis. i
30. It is reasonable that <he discount be nmade a5 a percentage
£ lifeline sales.
31. The methods 0f averaging %the ¢o0ss%s
underground service as proposed by 2G&3 iz e
J2. The following discounts are =~easonedle
1. 32% for DT service.
2. 30% Zor GT service.
3. 9% for DS service.
4. 16% Zor GS service.
33. DPG&Z overcollected $6.3 million Zrom the agriculiure
customer class.
4. The $6.% million should %e refunded as provided iz =hi
order. |




A.60TS3, A.606%6 ALJ/kn/3s foT-VE

35. It is reasonadle that the agricultural T0U rates have
l:velized base rates with 4time varying ECAC factors and tha* the
on/off~peak ratios be restored a%t historical levels.

" 36. The curreat PG&Z method of prorationing bille during

R "J-

2if ceasonal changes is fairer <o all customers tkan the
YeKinney me<hod. C

57. DPG&Z's revenue requirement remains unchanged under any
prorasioning method.

%8. DBoih the PG4T and MeKinney methods are difeiecult <o apply
and understan’.

39. The Macri method eliminates prorationing bills during
seasenal changes.

~0.  The annual ECAC revenue requirement froz A.82-09-51 is
$1,478, 7}2 000.

41 The annual ERAM revenue reguirement Zroz A.82-09-51 ig
§€1,457,100.

42. The AZR revenue regquirement Zrom A.82-06-08 is $88,074,000 ~/
¢3- The attrition allowance froz A.60153 (atirition phase) is

Law . on lece sheuld be

1. All motions not rulqugr reviously ruled on erg lenled. M//-
2. PG&E should be authorized to establish the revieed rates
and charges set forth in <%he following order which are just and
recasonable.
3. The rates and charges authorized here should be effective
January 1, 1983%.
4. The effective date of thie order should be today in order

to enable PGLE to file rates which can beconme effective Januvary 1,
1683.
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35. It is reasonable that the agricultural TOU rates have
levelized base rates with time vagying ECAC factors and that the
on/off-peak ratios be restored ac\yistorical levels.

36. The current PGLE method of prorationing bills during
lifeline seasonal changes is fairer éq\all customers than the
McKinney method. N

37. The Macri method eliminates the, need to proration the
seasonal lifeline allowance change but creates other, greater inequities.

38. PG&E's revenue requirement remains unchanged under any
prorationing method.

39. The annuval ECAC revenue requirement from A,82~09-51 is
$1,454,110,000. !

40. The annual ERAM revenue requirement from A.&3-09-51 is
$81,457,100.
41. The AER revenue requiremeat from A.82-06-08 is $162,518,000.

42. The attrition allowance from A.60153 (attrition ﬁﬁage) is
$156,502,000. o

Conclusions of Law

1. All motions not ruled or previously ruled on should be denied.
2. PG&E should be authorized to establish the revised rates
and charges set forth in the following order which are just and
reasonable.

3. The rates and charges authorized here should be effective
January 1, 1983,
4. The effective date of this order should be today in order

to enable PGE&E to file rates which can become effective Januaxy 1,
1983.




