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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

Investigation 00 the Comm~ss1on's ) 
own motion re th~ sale by Paoific ) 
Gas and Eleetr1c Company of certain ) 
real property in Carbon COUt'lty, Utah. ) 

-----------------------------------) 

OIl 82-05-01 
(Filed" May 4, 1982) 

ORDER MODIFYING DEC!SrON CD.) 82-12-12' 
AND DENYING REHEAlITNG 

An application for reheariog ·of D.82-'2-12i has been 
filed by Pacific Gas and Electric Company (PG&E). We have 
oarefully considered eaoh and every allegation of error in PG&E's 
applicatioo and are of the opinion that good cause for granting 
rehearing has not been shown. However, D.82-i2-i2i should be 

modified to provide findings of fact and supporting discussion on 
each material issue. Tberefore, good cause appeariog, 

IT IS ORDERED that 

i. D.82-i2-i2i is n:ocified as follows: 

(a) Finding of Fact No. 28(a) is added to 
read, 

~28(a) PG&E was not at risk for 
the rate base property~ 

(b) On page 24, mimeo, the rollowi~g language 
is inserted between the second and third 
sentences of the first full paragraph: 

, .. 
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~By permitting PG&E to place the cost of the 
rate base property into Account 105, Plant Held 
For Future Use, ~nd continue that treatment or 
those costs until Jan. ir 1982~ we e~~ect1vely 
ins,ulated PG&E's share-holders from a risk of 
loss.. Moreover for years the ratepayers have 
carried the burden of providing a return to
PG&E on this property at the risk that no
additional utility service might ever result. 
Tbis, of courser is what did occur. 
Accordingly we conclude the risk of loss 
Question was settled once the property was 
placed in rate base. This conclusion is based 
upon equitable considerations. The accounting 
regulations which provide that gain or loss 
from property in Account 105 be allocated to 
the ratepayers are likewise based upon such 
considerations.~ 

2. Rehearing of D.82-i2-i21 as modified herein is denied. 

/ 

This order is erf~ctive today. 

Dated. MAR 161983 ,at San Francisco, California. 

tEO~A..'U) ~.' G~r.v.ES. :R. 
:?ro::>!~en't 

V!C'l'CS c.~VO 
PRISCILLA C. GF.zw 
DONf..LD V!J:i.J 

CoOJ:lis:s1o:l.er: 
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:BEFORE 
' •.. ,:~;-~:;;:~~,.:',;, . .:./'.~:.:. :-~-:<:'::: '}'":;:, :.:'~:-::.-~~~ 

~B:E pu:sr;!C.U.TI:I,lT'IE$.~C.OMMr-SS!ON ~OF, '~RE~~;ST-AT:E-iOF CALIFORNIA 
.... 4..... . ... ""I, ...... .., .-•. !jri~ ~ .. ~":::. ~";'.)~:-~~~t,~ 

: I '~C:: ,,: _ .... -

Investigation on the Commission.'s._ J..-... ~ .',' :~', -: "\,-;-:'-'~:-:\' • S 
own motion re:-: th"~'sa-l~'by: 'Pac'i'fi:c: -" '~" ; .. ~~:, .. : -' ;,::,; :~. :;~;:':':C 
Gas and Elec-t:r:"i~c ·C"omp.any. 'o:r~ e-e,.ta'i:i~· ~ ': .;: ~ _ ~ 'OIl,,; ,e.2.~~01 
real property :1 n Car-b:o.n~ 'C:o~tY:~ .. :: ~ :-:::: ,~:: ~ :.;:. (r~i~~e4~~M'A.:Y '~;:":: 1982 ) TT.ah ; ~." • .., •• ' ..•. )".1 .. - • 
.., v • • . .,. ~ ... 

" 

c.~ -- 0 ~~:;.~~ ~i- ~~-~:~~,: :~~~ ~~F o-i ~ ,;~~~~~~~~ ~ . " 
Da:lie 1 :E~: Gi bs o;~~d ::~Steven:-P;": Gre-'eriWiid. ;';'-:' 

. - - .. Az,torne:ys ::at,:J:,8~ ~ i"or;··Paeif'ie":Gas.:: and,Eiec"trie 

.. '''''Compli:ly, respondent. 
r,aehel Peter Plorio, .. Robert ,Sper'tus~ -Ki'ehael . ~ 

" M8Jio:ley'~ .A t'tor.:ley;s . a.t ~La.v 7> :'8.:ld',-Sy1viac:S±egel, 
.. :. ::~or Tciward. U"tllity.Rate~Normal1,zatio!l.'~.(:TURN) ; 
,'James ~'p; :J"o!l.es '8.!ld·Kike "A!ldersoll, i"or ~"the ... '" 
.. U!li,t~ ::r.anspo-itat'ion ~-Un:tori;-' :-Robert 'M"; 'Loeh; 
. Thomas _,D~ Cla.rke, . ..a:ld·,N.a.:l.Cj":I.: D~,. Auorn.ey.s:O"·a"t': 

'. -' '~L8.'; -: "1:or 'Soutller!l 'Cali:t:o,rni,a, Gas. _C.ompcy; ' .. _ _ ,._ :~ -::. _ ," . 
:- ~ G-e-"rge-,W.<Pa.lltri-ek,.:-:rortbe :Bl"otherhOod' 0'£ . ,_ 

Rellway Ai:r:lille.-:8.na.S.:teamsh-i'p' ~C-le-rks;. ::Pa.u:J:- 'E; ~ ~ ' .... ' ' . 
. - -: M6-ir1"so'n .. ':f'or . tlle Brotherhood o,!I,oeomo.ti:v:e, _ _ _~. "'-: 

Ellgi:leerS; Cather1:le A· .. : 'J."oh!lso~ ,: ·~·or 'C'all'f'orri"i'a' - p- -

. E:.e..r.gr. Commi SSiO:l;.alla., Leo:lar<:l. -L.: 'S:m1d-e-r:;:: i""¢r 
, : '.: Ge-orge:-Ag:lost',··Ci"tYA"t'"torney; in'tere:s.te.d. ... parties.... ", 

.. .-Al vi n .S-. ~Pak ,;::A. t:'t.¢rr.ey: '.a"tlrav:;··a:ndRay'Cha:rvez, . ~.~ ,,, -.:. 
,., l' or ~h e C omm1 ss i 0::- s.~:r~ .., '"\~ .. ~ .. ,". ~~ .. r •• :..; ".: .. ':. ~ '~~ ..: :::. ,::~'. ~ ' •• ~ ::" ~;. .... 

.... ... r ~'. • • -'. -: ,.:_..:.. ~.' :., ".' ,I.: ... ':" .,.,' . r, '.... _ ... 

, -. 
~ ',' '-'~ \. ..~ 

INTERIM ORDER..., . - ..... _ .. ' . ... ~.... _. . .. , . ". --, .- .: 
, " • cO, 4" '~," 

-.-"", .. '-" ..... - ... t ......... ---'~-~·,' ..... 

, .;-~ .. '<By order'~d:ated::MaY:-4;"198'2'; tii~::CO~1~S10;~in,8ti:tu,;~d- tM:s~: .. ::: 
,.. . " ... ~' . .." , •• ;",7'" '"\"'7; ---: ",":'> .. -;'-'c'x'· -.. ... '._,_ .... ,.~ ..... ~ . .J- ~, • > _ ..... 

invest:i:ga"t1on~into':'the-sale- by"Pae1:f'1e Gas 8.!ld Electric Company 

(PG&E) to S~:ledeo Energy Developme:l't Co- (Sunedeo-) 0.'£ eertai:l real 
property i~ Carbon County, Utah, i~eluding rights to'explore~ 

develop, and extraet eoal depoSi"ts. ~he order speeif'ied the 
tollowi~g issues to be addressed in this proceeding: 
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;.;:.: , .,--- ;,I-~ --."" 

~ .....-..,., "'" . .... ,', .... ~ ~ Pi:.a.!lcial Ana·lysis. Gr.,oup,z a-:l.Q :-G-nbeT.."t" ;-I~8.:l't·e·~ Cf'i:ia.:ic?fil f'~x:e.mi-n-er"':['n:-
.10. ...... "-'" ,_". ,J • ..;>_, ~. ~~ 

cha,~ge. c'£_ the.:..t~p~_c"t:i:¢.:l) o:!~:the: Rev:eilue- Requir:e**i :'D1.:..rfiiior:5 ':<ihe-' 
ma'~:e'~-; ~~, :';~bvmi ~ed U ))0':1- .. 'the'"' :1".:U1.ng. :o-t: :ope:l':i"ll:'g 2bT£e:f'i ;'oi:£ J:: :.: ,,~..: :~. .: -: .:. .... 

Se~'tem;'e-r~ '17' ~d- ';~:Pl~ brie:os O!'l OC'toocr 1. ·PGE· :-a:lQ"';Si"a:t:r'r'e'a.~h"; .:~;::. 
filed brie:Os. The Ci'ty 0''£ Sa:l~,r):a!l~).S;Co (·$c Pra.:lcisco) pe.rtieipa:ted 

-, ' ... , "" -- ...... 
throu&~ eross-exa:i:lA'tiO!l a!'l~6r:il-argume!l't. .~ 

. : :~~ ~,:: .::, '.~." ~ If·: :s~~~-:ti ~~; -~. ~ .~~': ~ -~ > ~ :':~:: ~~~~:'~.:. 
- ... I!l- ~hi s d ec·isi 0':'1; we:'· fi:ld'~ 'th8.t,:p~.E ts( U'tM"cO'alpl"O':pertles' -

•. .. ' •. -'," ~,- .. ~ i'··"''''· ... ~.,...,.. 
were.~!lot _!lecessa:y. ·or ~ useful,,: i!l::the. pert'¢rma!'lce-:~ of'~ '1 'ts· d'tl''ties' t'o' 'the' . 

: ". - ...... ' ''''', '.' '. ~ ~~ .',' _~ ~,N' -.,," :,::),,:,'.: 

public ... at. 'the~ 'time-of:'their,:.sale: :to':Sunt"de¢':":') Acco-rd1:lgly"'we"' t'"1!ld 
~. ,.' ,,' • ~. '~ ..... , • ' . ' • .. • ~ ~ ~ __ ,"" r 'C. , ... ~ "':; -,.. ...... 

tha't § r'SS), .d¢es~no't:,:appl:r.'!-::-0-:~: :-::)~,":-:.,,:~,:~, ',:-:.::-::::::;~ _, _ ~ ., ~ _, , .. -, , , .. .,.-
.- .... .. ..,. - .. , ". ....- ",..., .. ~ ..... ...." "" ,. i'Oo'r- - ~. ~ ", "" "'" ,~ 
., " - ,We .also",:~i!ld.·'th&t:;risk·'a.nalys1s snould:-be- the~major ~'. 

CO::1si d er~~.10'~-U!ld·~;1y.i.ng.:'therallocat:to!'l-: o:f'::the·:·gA.l:l.~':f'rom·: the:' saie: -:~ ;-: 
,'.. . ' .... - -~.. .. .. .." -' •. -,. ..- ... -' ... ":' ,'. ~. 

We dc!er: .. .a(":f'1=.al.,..j.u.d,gmen't ~i'n .:;this :.:regard,.. :pe:ld!:le'~review~of' further" . 
. , ................ , -.~ .• . '" -" ,".'''' • "fit' ..... ,..." ••• ,"'./,.. ... ~.(W" 

MO'!ltezuma pr.oj.eet.:eos'ts ,-.."hi':!:e- ;pr.ovt,d±:l:gctor :-,&:'rei'llrid .-of' a 'portiO::l-~" 
-' - "" - _ .. ~ . \ ... , . _,~. __ . ,.\.... ,... r, ..... / t"'\ :~.""" ;", ... ; 

'the gai!l .. imme.dia'tely .• ',,,:T.he,,:ret:~d ·.:1·e'2.·~eJ:a'"ted~;;o:~the proyerty-'tliat 'was 
~",'" ".Jo_ '-0 -, ~... . ...... ..., ........ ,...'" ~ • l, ,. 

held i:l r~.'t..e. ·.b.ase_: The a.m.oun:t' 't¢ :-be- :rei'U':lde-a <!'l'-Ow::is:a.bottt" ... ./ ..• ~',"" .I, ... " • 
:. ,.~.::. ": '. - ' .• ' ~~ " - .... - «. ~. ,", ". ,- 1"... ,.. r...,..... to. ':'"' ... 

~59.E ,milliO:l.;..,.w.ith- ·f-urth-e:r r.e1'u::ld'S'-:p.oSS~b!~-.Q<epe:id·i:lg O!r:ihe'~!:r~a:!' .' 
decisi¢·;.::.~r~·.\~ .. ,;-, ....... _:' _ :,::: '.~' ", . ,,::: ::-.~:-:-:-:.:.'::,~:; ":'::::: ,<:;~:.:.~ ... :. 

-~' ~,- •• ':. _. ~ '- " • • .. , " ~ b. '. "'" ~ '_) ~ ~" ... 'I :. -, ' • 

.. " .. , P~.E.~·1'rOjX)s:es .. ~t.o ;.exclu'<fe~ 'from ':t;i~ !J~r'ese:rtd-{s'tr±bu't:ron '0"£" .-
,... ...... ..... :- _ :., ...... ~. ,··""A,' 

the, .gaj,!l,., .:the·.a.m.ou:l:to,£: :S:.7~.~7. \ m±J:l'io~ reJ>res:e:i't~:f:ng ''j)oss'1blei fta'b:r:t:r-ey' ~ .. 
<,. .. f '"''"~ ., .. '~".- •• • ,....(_ "'''''''! ... r'';(''-~f .'1""""-

for •. C.a1i:ror!lia,;cal>i.'t:al~ ga'i!ls. "'tar.c":.W,e: ':ri::id:'~~-:p¢s'S=ib'le 'lfa'biI1:ty -coo-
... , ...... 0+.'_". -"'" ... ' ... r _ , ... : .... -._ .. .,. ... ". ..... _,.._.~ 

specula'ti v.e._'t.o_ i:lclud€"-"il'l~ .the:'·calCtXl:ati.o!l.- at:-'1:h1s: ,:t1~~ on 'Provide: - . " 
"'-,:,'-".,{ ~ '. ~ . -- - '. ~,'--.,~- ~ ...... """~:''''···-'~7 l' or ~ r.ecovery" by,.l>:G&E: i;f.:, ,the.: :tax,:±s~ :cO'lO;eet:ed:;.: ;' ::;. .~' ~ _ ... '~ - ,. - - ~ " ~ ' . 

• ',- ....... ~,. ..... ..... - ... ",,';. .,.......... "" . ;~.-i" - ..... J .... , .... '..,r~·;, 
The original,,; .d~yel·opme:rt~:.o'£': .these: propert·:fes:"y&s unde'r'take:i'-

, "" - ;'~.-by P.G.s:E(, i!l... .i~s,,:.¢wn:\ ll8J:le: ..... I=.,·.September .... 1,918 'PGa;:'1ormed' EUreka E!'lergy' 
Comp~~" (E~·r;ka').~ 1:O'r::the, pur:pose,: o~~sag1ng; 1!l- tbe--·exprora:-t1¢n~~-'.·':·~ 
develO'Pme~~ -.~~~ ~~rious- energy' :tue18;~ 8.:lQ :EUreka 'took': ove;r, ~ev~i&pi(~~:-:~:~ 
", ,. " '",- ... , .......... -:' r.'·" ... ~ ... :.;"::-:9::'"::;';)~1 O'f the ~~o~x:ties~:~:<No~party.·ha8')Contended:-that .. &:lY·ratemaking '. 

- ...... . '- ,,: :"I!-~ p,...."',,_. :;~,::'. ;~':"~I"::. :'.:,~:,;"~~ ,,. t",~.::.... , .... l:, ....... \ ~ .... :-- .~.""." .... t .... .... :. .... i - ~... ,,:~ ... : ";.': "; • ~ ~ ~'. '": -'~: ........ -- ~ •. ~~ .. ,:. :':' • , .. --: .... ,) " .. , 
'-" ",.-" "" ... " 

oz· '. -- .... -



CORRECTION 

. ·(O·RRECTION 
THIS DOCUMENT 

HAS BEEN REPHOTOGRAPHED 

TO ASSURE LEGIBILITY 



ALJ/md 

Decision 82 -12 -121._Deeember'ft3Q.,;.~l:98:C,'," C .;:':: <1,': =- -::) :-::, .. ~',\' 
._ .. c"_"'~'::'r':~f~J.::~·; ";..: :~J;):~(.:;': ... ~:,,,,:,-,: ::::4~:::C 

:BEFORE ~RE :Pif.B!~C~ 'p:T:Ii1~~'iE& :COMM£SSIo'i :o.l.'::T,HE::ST~~i ~9F CALIFORNIA 
: .~ (::, :~ :; .:. c :. ./':., ~: ~ ... ...-: \.- ~. _ .... oJ 

I:'lVestigation on ~he Commissi,O::l_',s.,_ ..),., .~'. .,', :": "": ,~, :::-(\ ;-:";,,' . S 
OW:l motion re--:·tlleu sal-e:: 1:Ii <?aci'f'i~c: ' ... 'j": .. _::. '. :' - :"1'<-:: :;:.::::c.:; 
Gas and El ec.t:r\"!e 'C'ocp.a:iY :o:r':, 0 e.rta1:(" ~\, ~:: ::: ", ~ '01 1: ,e-2.~05:-{) 1 
real property :111 Carbo-:l:' 'C:o'tin.~y:,," ~ ':, ::~ .. : ~::: ~ ::: ~ (F~:l:ed:: ,MBY ~:,.:: 1982) 
Utah. ,_' ......... -, "')"'.,1. ~ . . • 

• -,.~ - 0 ~-;~:,; ~- ~i ~ ~~ ~~ "~~; ~~F ,;)f ~:; 'i ~~~~ ~ . ' 
Da:liel ".:E.~, Gi bso!l,:and:Steveri~F-;: Greenvald ~':1: 

. - ' .. ~A~torneys .:at,:Le,,,," ~ :f'or,:,·.Paci:r:re:'G-as~'8.nd.Electric 

. ····Compa.:y, respo!lde!lt. 
Michel Pe'te~ Florio, _Robert .. ,Spertus, -:Miehael .,~ 

,~.Ma.ho::ley' " .:A t'to,r::ley;s a~ "LEiY't, :-'e.nd',:'Sylvia,=:Siegel , 
. :. ··:ror T'oward ,Utility _Rate.·.Normalizat:f:on'~;(:TURN) ; 

. '~James .:p; \r"ones' 'a.nd 'Mike "A:lderson, ::f'or ,,'the ,' .. .; ~ 
~.U:l'i,'t.~(1 :=r..ansportatioll. =1Jri:lori; :Robert 'M; "toch; 

T hOI:las _D. ,C. lark e ..a.:ld, ,N.an.cy:l.,: D,ay:,. At:t~ rn.ey.s-:a t 
. '1;8,';.," ~o'r "South"er:''' Cali:f'orni.a Gas .. C.ompa=.y.; '._ . ,' .... , ~ ... :. ,::;' 

." '. Geor-ge-,W·.· .Pall"trl-ck~·'-:-:rO'i·1;he· B'roth~rhood" of ' .. 
Railway. Xir.Ii:le -:B.!lo.S.'teamship: :Cle:-ks;. ~au:J: '::E.;. - .. ~ '-,' .'. : .. 

'" ::: MOrT 190:1,,' ',£o'r tne Brotherhood o"! .Locomo.ti;v:e _ ,,_ ~ ,. ": 
E~gi!leers; Catherine A';:'·J:o.h~9:0:l,:~or cCal:t1"or:i:ri" ." ~ 

.. ,. E:.er-8Y., Commi SSiOll;' :a.::.~, :teo!lara, .r,.: ·S::~:a;±d"er.;: '!<>r 
,.-.: Geo-rge'·'Ag:lost',.- City' Attorney; inter.e.s:te.d."parties. ~ .. -:c 
- Al vi:1 ·S.- -Pak .:: :AttOrney: '.a't ~:r,9.W' ;,'a:id Ray: 'Chal"vez, . -. , .. - :~. . 

f or 'the Commi ssio:.. at.a:rf' .... _ . v. ,', C;:',:,- ,,~ • s '):;..: ::<:~:' ~ ~ ;:: c.. ~:.~ 
"'. - ~" .. ,.': ....... :: : ... ~- ': '~ ...... -' : ... --,., ,"._, . . ... - - ,-. ....."'... '" - -... 

INTERIM ORDER_. 

.. ~ ' .... 
. J "_ " 

... ,N..-"' 

., . -:,;', ":'~ - .. - :: '; '.. .... ',~ I.:: ': In.'troduc't1on ~ . - .. ~ - " ': ~: ;':.:. :: .;,;';:: ~:; .' -. ~', 
~, .. .... ., • ... 1"'1"" 1"""1, - ~ ,-'" - ...... - ......... , 

.... ' _.. ~... .... ¥~ ','"" " ...... ''' .. ,~ '-•• '\'~".~ ,-, ... :, ~.~:~ •• -.::':.::" 1,.' • ,+- • '"' ........ ~ ............... ' ....... -

.... ".:,::By order':da'ted"MaY"4~-1982, 'the CommiSSio::l.in8ti:tuted this- ,":' 
investigatio:l:in'to,·the~88.1; bY::Pae1:f'1~: G~ ;;d -ii~'~trie:' C'~~p~" ... ""' 
(PG&E) 'to SU!ledco E:.ergy Developm~nt Co. (Suned"co) of' certain r~al . . 
property in Carbon County, Utah, including righ'ts to'explore, 

develop, and extract eoal deposi'ts. The order speci:f'ied the 
~ollowi!lg i8sues 'to be addressed in. this proe~eding: 

... 1--: -
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Whether the sub j ec.t ~ro~rt'5:es 'Oi'~ ~~r:;;f.JJ- .: .:~ ... ~. 
o~ them are subject to the jur1sdicti.on. .. o:tw '-"/'" .. :' ..... :- ,': 

,this- C om.ml;.s-s 1:cn :a:s~ ':cfeserTbe:d= :fri .. PUb-l i'e- ., :. .J~. ,'~ :... "", • 

'trti"l"it"fes' CPU) Code ? 851; ~' , '_. ,.~. _,'. ,. ,'"' 
•• '. oa ' .. '~ r't .,.. ,"/ '., • ' ," 'J' ?' .. i ..... , '. "- ,_ , ~ ," 

Whether it is in the publ1'c:1nterest',.:f'o.i~.:the-: ::::.::.;,~ .~,.;: 
Commss.ion. ~o issue an o,rde·r,:auth.~ri~1rig ,p~.<:~' :~:: "< 

' 'to: 'en:tel'" i:lto this sales' transaction.. as it "' .... -:' ~:, ~;- .-
· may pr'esently be constitute'd";'" , . - ' , . . " ~ 

3. Whether it is just and reas;o,nabl.e....!'or._t.h.e .... ---... ,,,_,_.,, ,_. __ ... _ 
Commissio:l to renec't" the' net ga1:ls or net 
losses to PG&E or any portion o! them,. " ,.. 
result ing. :f'rom;::the': PG!:E-Sune.d,co_:.t.rail.sact.1~n 
i:::. ' electric· .. rate8'~&:ld '; it,: 80; ;:;in ·;~wh8.t'; m~er; 

. .. " and-'" , " . ~;-, : '.:': '~: ','.:~'" ~: ~::~~··~c'. : "': :,., 
4 .:Whether ·anY-:other ·~o~der:,·.O'~01:derS-::thai::maY-be 

, ~, . -,appropr:t8.te:shotild· be. e:n:tered, in :.t'h& la.wful 
: .. >- ~'-exerc:tse =-.:ott'he '~Commf:s8-1on. ~s :jurisdict.io;l. 

• ~.~.. - .... ,; ~ ","' . -' -, ~ .~: '" ',.' , .... ,.' ~ ~~"... '~_ -:_~_, ··,H: ....... .-: ........ ..: .~_ ... " 
The·~ord.er _.dir~eted (; th&"t ,-;& ..:pr:e-hear.i:l.g .co:d'er~ce should be 

set, atwhi:eb::~£i1ii-e~pck2 .. "\iho,aa-:,SUDm1:t :.8. >~eh;duie :.i;i:~~roviding a. full 
r- .- , ~ ........ ~ " • 1 _ '. '.... , ',"; '" ~ iIf., .... 

accounting o:f' =:ris :cS:;P:itaJ> exjie!ld"£iure$ ~asS·~1a.ted·::.v:r.:eh-: its Carbon ... -..;- ,-, \"" .~ '. . . .,................ --, -'~.,-. __ ~-:-:::;--~'_I..=_:_: __ .... ,..-;. _' . .' III ..., .,.''' 

County proper..ties,; '-'i"'tSr .:con:.traets::::n th:Sune'd'eo ;'.aiid' :!tS~ proposal tor -- --.... _. -.- ~ .... ~... ...,..< -- ,"' lV - ......... ',. r • ..., ~. 7, '..... ; •• -I ,_ ..... ___ • ~ 

ref'lec't1ng any: ~·de.i~!i,l:l:~ates',:: '" ,: .~ > :.:~:-.:: :::. -::: :::;:::~: ::? 
-', ... ~ ~ "': '-, - :. ... -', v '.oJ - "~:..-.:::.:., ,....:.-...::....:-...;J..:....:..._- .~..:.-'-"":- .. 7:"'7.-~ .- _ ~ r' ____ .! ~ ... '-: 

-:.:k. prehea~-ng ;Cori:I.erenefi ;;;ai :held~:O·:l~Y.ay':.28;· ~1982. in San. 
. . .... --:-:'"':: .,' .~ -.', - ~.. .. .. '* '.~ "'" - ~ : ~ .. ~.. ~:~. _..... .... , .... ~ ~ ,,'. ",~.. .J ,_ ,; ", 

Frallci·S(:'o:.::-::E':vl.d:e;:l/t1a:ry- -hearii-lis ~vere.';he-ld·.<>:l. ~A,£gttit_.J6:;":'..17, 8.!ld 18 
~::.: ..2.:.~~ ___ ~.,:"'-~ .~ ...... .. 'I .. ' •. , _..... '"" .. ' •. , "'" ..... ...-..~" ";,,...,,. _ ': •. : 

ill Sa.n Francisco.. PG8:B ott"ere-d- the-- testimony· of Elmer F. Kapr1ella.n
p 

viee preSident, Fuels Pl~1llg and Aequisition; William M. Gallava:l
p ,-~ .... ' .-,' .... !~. . .. :-' .. '::' ................ 

vice preside:lt, Ra'tes 8.!ld Va.lua-t.1:-on-;-:anc.::·-G--J:Oria S. Gee, superVisor o"t 
the Aeeou:ltillg Resea.rch 8.!'ld Analysis::Sectio::,..o'! the Comptroller's - -.-~------- . .- ... 

Department. The Commission stat'! ot:rered. the.,..test1mo:l3"::o!' ~onna. Fay 
· .' ,'. ''', ...... "'1",.... ; ....... ~ ,+.... e"'" _ .... 

:Sutler: e>' :rinan:C'i~': ~xa.mi:ie:r '. in.': the:Revenue "Requiremen.ts .:DiV1si:on;':; -:;,,/ ~:. 
'::: .:~:: e:.: ?..: ~:-:: ',' -.:. ~ -:,-, ,,':," '.. : A ~ .:.~. ~~.c .;.: ..... ::.;' ,';:-:: -;'):: Z c:::; .:.::.:: 3::.:r " ::::::;:.:: ) • 

..... ' ',- ,..,.' .. " ,... ... ," :.. ':'1 1.,.1 , < ~-: :.: :. • • ,:.... .... 

... - - "'.' ._w , _ .... ,,_.~ " __ "," ,.,. .... _.~ ... , _, ';:-:':;:'C,~C' 
• - _ :~~ ...... " ~'. "': -,.~ .... ~ ::. : ;..."" .... : ."":: ..:.: ~, ~ .... } I........ ...~ ". ~. M ... 1 '-i '. ~.,.I ... ..... 1..., ..... .,.. ~ ... __ ... ~ c .... ~;-:.] ~ ~ - ~ _ _ 

- • r". ..... ,.. _.,., r"~ _'i~I"'+ ... _..... r-.c.:.::,,/"t.,l.;:;' -"" '~I.~~: ... ,";:: :.·~·:c(::~).,;: ...... ,._;: .. , .. ~) -J.,,"';,.I. '. ""J.... ..., ..... ~, "-fa :.:::- :,>~.:..:~.- ::-.: .. :<-::~ - ... .... 
':: ': (; :; :::~, ~~/ ;.;:: c;· ::;;:; ·lIIt'C -...... :, --I~: ~ ~ ..... 

\" ... I ... · 

... 2- ... : --
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Pi:.a.ncial Ana1ysis. G.r,e;u-py· a:o.-d ;{;:i-J:bert: -:I:~a:l"t'e--, c:ri:la."l--e·~fa:l'~·ex'a:mi"n:er':·:iri ~ 
~ ,~" ,¥ w'" '-' ... -" . " ... ~ '. ~ ..... '" ,~." /"" "'.,,? ~-I 4:t .,: ...., 

charge~~.t~ the .. ;tax., sec't-i.on, e;:r~ -:the: Rev.:e!lu:e' Requ~re1!"e':l1;s- -D1"vi-s'10n'';'' .' 'The' .. ..... ,I' . ir.,.,......, ~ _ .......... __ ." . . " 

ma~~~~~,:"'~; ,~Ub~ :e:~~d .:up,on, ; the':. :t'±~i.:lg :ot': ~pen~f!l~g ~ffl's ~-oi{ ;:,:;:.;-> -; ~".-;; ..: '.; , ..... , ¥_V·."~'.. , __ \....:. .............. .,,...c>, ... .. 

Septe:~ber 1'" and reply briei"s on October 1. .PC7&E· :"anQ)·St~:r 'each" .... L • 

t'iledoriefs. The City of Sa:l.l:I:an~).s:co (.Sa::l Fra.'"lcisco,) participated 
.... _ ..... v _ - . .,.-".' '.- • - '" -

~hrou&~ cross-exaci~a~ion and--ora~ argumen~. .~ 
... . -- .'. 2(" .... 

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

• , .. _- - r~ .. _. ~ _~~., .. Sum:tJa!l'>,,::-:_:- .~::.:::_-~ .. '::: :"::_::" <;';;:::'".:.: 
I •• ".. ~ -:: -- '~. :, ... "" -' -' .~.. ,I '. ".. ... '"," ' ... ,..... ...... _ ,." _ ,.. 1''',.' "', .. , 

" - .. 1:1-~hl s d ec.ision,;: we'." i'1:ld,: that: P~..t '5: U~ah"coaJ:' :pro:pertl'es' -
.. < _. • -II "........... - ,.. r .. ' !" _ ~., ........ r • .- ~ .... "-

we:"e .. not~:1ecessa=y:.o:,,:::useful-: 1!'J..:::the. peTf'¢rm:a:lc:e::'o:r~'11:s- dutie-s t·o,,: 'the ' 
~ ... - -,._ ...... ,. - .. ... - ""' .. 

public .·a:t. :the~ 'time-o:!"=~heir': sale::::to:SunE"dco';:;:::; Ac¢orcli:lSly:we,:-:~i;d :-:~,,-
-' - " ,~ ...... ". -<..II •• , III " - ","'_ .... _ .~. __ ,..."'" .-f~ .......... ..... _,....,.j~~.~:-.':):~ ::::~-: tha"t € 851 does ... no"t apply' _,-, __ ... ··".·.~"'r,. , .... _~~ ... _ ... '" ~-.' . 

• :::., -'.';.;, •• -.:-: ... .~. " •• -' ", • ,. ,~ ••••••• ".' : ..... _.':., > ",' • ., .. ..: ~ _. - ":.~ c> :. 

-,- .We .also-find.:ths't·:rlsk.:'analys1s should '-~~the·major·- '. . . 

eonSi.d.e.ra't.io~~u~d·;~1y.ing-:'the .. allocat10:l~0:r::::the·:'g~i:1~;':rrom"·ih~:':Sa.ie:·~~··~-: 
..... ~ ",", • -" ~ "" ...... -.. ,,4 -... , .. PM "''I,.. ...,., ~.... .. ...... -: ,"., oO\t 

We de~er:_:a..:-~i:al .... j.ud.gme!l;'t :i'n::'this'c~regard; pend:t:ng"::reViev-o:f' further.' . 
',- ....... ........ • - ~ • ...~ , - ....: ..hr _ ,. ' .. ~,~ .... ' ",. _ ~ .. ,"'" 

MO!ltezuma pr.oj.ec."t..:eosts;.--"W'h1'1e: provi:d':1::lg~~or ::a:!re:f'U::ld -of a--port:1:o!l- of-' .......... " ~ .. ~ ,...,.., ~,.,/I'I\ .,;, 
"the gai!l .. imne.dia"t.e.ly. •. -:T.he ,:x-etw:ld ".;i:s,:,x:eJ:ated: ;to::the: pro:pirty:that~'W'8.s:, 
held i.n ;-~~~.:b~~ ~~,The- amvU':1.t' -eo 20e: ::r~U':l~ed ~:!l.¢v::is:a1jou-t ~ ~ -: .:::;. ~:'.: . 

_'~:,lJ " ...... 10_
1 

...... ...,.. .................. ,.' ' ....... , .... .-1 "'_,~ w.,.::-
$59.': ,m~lli,~::-. ,.~.i:'th:_-t;urth:e::- r.e~~d-s; ":p.oS'S":tbl-e. :":d~e:l:a:i:lg O!l Cothe ~:r:ftieJ: • 

" ,,_.... ..' ~ " ...... ...... -, ... .. ~ ""'f • - ....,.., •• " ....... ~ W:: ...... j;'~ :\;; :...~ ~..: "':': .:'.: ::" ::::;:- .: :' ;:: dec:isic!l. " .. _" ..... \.--!.~.I',- '~';~ '''' .. _ ., ............. " ...... _ .. , .. 
:.. ,. _ .. '- .: -: .::::._:. '.'" " . .,..' .', _. - .. , ~ ~ ". ' .' ! ,~ .... .., '. ~," -.. ,~ -,- •• " ~ ", ~ .... ' .. 

. ,.,:'"' PGf'.E·:proJ>Os:es.~ ,~t;o :exc~ud~e; ':f'rom' ·:th~· :x>re-sen"t ·d1.stri bu'ti'O:l'of' - . -
.>... '-""" .... '. _ ....... f".- .... r'" 

the .. gain. .:th~:- ~!l:t .00£:' :'S:7~ .. 37.· mj;);l~o!l; r~re'ee:lt~!ng ''P-ossib-li l"-1abn:rty' -' -, 
:r o;.·C.ili'ior;ia· eap.1.:c.al: ga'ins. ,t.ax-:· -::w.~; ~~i:ld:' -·"th7e" ~p<>s's1ble~ ~118.~f:titY' .;~:: 
spe'cu'i~ ~i'v:~ ',.'t-O.' inel ud e-~.i.;:.the.;: -cal ec:l'8.ti'~!l: at:·'th1 s:- :tl-me:~ '"bi.~ :provf<ie: ~ -;::: 

• - .:' .. ... ". - • _ ... ,..', "'I'- .~ "T -. _" 

~or .. re.covery~ by,,'pGo5:E:: i.f,,:,.:th'E'.:::tax.:i~'eoll'eet:e-cr:.:~~~::·' ..•.. - ':"':~:.::: .. ~ .. ~. ~". 
~ ,~ ....... ' .-. ..... ".... r' • ... ............ _ ,~ ........ ;....".J/.. __ ,..-, .- ......... ~. 

The original-; d:eyel'Opm~n"t':o~ ~he8~: pN>pe:rt+:r-es- was: Ullde);"take:i'" 
... .-- I, ..... ". 

by PG&l.:r. i!l.. i:ts- OW':l- n.ace ..• r. ~.: 1:l",:Sey'tembe:r':'978 'PG&Z: 't'orme:d'; EU:?eka E:l.er gy 
,~, ... ~.... • ~,'" .~... - ~fI",~ _,.. r'" - .... , ..... _ . _ ......... 

Compa:lY,. (Eureka)~ :f'or·, the. purpose:: o:r-e:l~gin'g"·1!l· tbe--expl'o'rat'1¢:f 'and' 
..... " -, -~~ " - - .... , II"' .n ~ .. '", _ ...,. .. ~.'" '_"'- •. :, 

develoJ.>ment,.-ot-various-:e:l.ergv ':!uels; and EU~k8. to¢k:::over:~ d~veloJ.>ment··· 
~' • • \.- '-<, "~~ - ~ ~ .- , ~ • .- r .. .- >'" .,... ":"::' ;;.. .... - ':.. I"¥...-.... ..... - .~" .... ':"'o"~ ... ", 'Of 

o:f' the properties .. :-"~·No :-:par't:1;'ha8;::'con'tended~~that:-:any }ratemak1ng" .... - "-
'.,'~ ,~~. ..' ~ ..... ~ - C'..~:-::- r :-:!.~:-~ .. '" ,:" ... ~-:~~~: , :~::'~'.>~~::·~I; .. :: .... "~:'. :.-.-;':'-.,/ ,:,~~:_:;..., "I ..:~ j.",:;.:c""!: ·~-:-'~1·"· ;::,.~,.,:.:.",< "' .. ~ ,.~ .. 

":1:.. '. -- .,. -
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T~~se particular coal properties represent a com~lex .... ~-

accu:lulation o! various proper:ty~;':iBhts' necessary tor the. 
r " .... 

developm~n:t_ and, o"OE":ation'.o:f':'coal" res.er'ves~' In:~ C~rbon Coun't.Y; Utah • 
.. ' _ ~ _, I ..... -' _ ~_ _.' '...... ...- ~ • ,.. .c _. ~. 

The, package, includes·,- among::oth-ex":S .. ',coal..: reserves"'::purchasecf"in' f~76' . , 
'~". , _... .." .... ."." _ ....... ~J ,-' - .... • __ •• : ..... • ... '.... r, '", "1-' "'" J'¥ 

trom Islan,d, ,Cre,ek. CO;:U- CO:l;t)any":;' {Island',' Creek.:::property)':ana' 'purc1'1ased" ~" . . """ ....... , .... - -- ...... --- .., . 
from i~~~e~ott 'Coal Company (Kennecott property)"::rn -"979';vsur~~ce::- ;" ~ ~ 
lands purchased('.subs~o_u~~~l:r i n::: ~ev~ra.I::.d :rserete:: segments; ·· .. ~ater 

.. ..,I' J ~~...... - • ~ , ~ .. • • • i'" • . ...... p., r" '. _ "'. _ 0("'-. "" ',-:. - (. <1'"0, 

rights; .. engineering .. development:-.e:f':f'ort3;::~nVfrorimentaJ;:·st'\%d:i:eS 'and: '." 'W 

• " _ .... _ ". v· ...... ...., ... - '", '.. .,. • ... ..w.... . ,. 
regula-:o!"y. etforts.;.-:pe:::ni:ts;· licenses;: ~a:.nd :·~rights:.o:f''::''''''ai;;': =pG&i':' -':,- ,," 

• - •• ... ........ .~. - .. ~.'" k • ...... 't"'" ~ ._ ..,...... .... __ ~ , '" .;, - "f ... ~ l 

purehasec. the !sland~~C~eek,,:pl:operty.·;~or. $'1·0;677 ;-5't!f':a.nd'pa.:1·d~ "' .. -~" . ~ 
_. ..... • .. ';;1 ..... "" .. '..,' ... _ ..... .... - - .. , .... .' ... ,. ~, __ .... ' .... " ... " __ ." -.. "~. ~ ':~ '."\ ...... <:--
~ ,qoo "OQC' .. ~o::, ... the J(~nneC'ott.::'1'toperty ,;:"'~There '~·are -a.pprox1*ma't'e'l:1 -' '.. . 

144 :OO();OOO· t~~~;:.;t:.:mina'hle :coal\,,:on·~he· Is-lane> C'ieek ..p'ro;ertY~;a:di., ;::~: e 
,. • ......- ... !" "" ~ -.. ...., ,~j""'~ 

91 .OQO"OOO ..:~o~ o~ :'t:h:e,~JCe:nnecO"tt: ~,p.roper-ty;: -:Th:e"eoal: ':-reserve'S""a'-r'e .. ' " 
............. -.- . "'. '" - ... ,. ." '" ,"\ .... 

suitable tor underground mining. The eoal reserves are eompri'sectof' - ~ 

tede.I:al .. ~l.eases .. (B2f)..,..U,tah lea'Sea, -.(:1 ~:):.;.:: ~.and ;:~-ee>.eo~-f8<P/'f. ,-:.. The 
....... -' ..... v_ ... __ ............. _- ..... _-.J' ... '. _, " ':,"; ••• .' ..... 

ac~u,i.si.t.ion. of.~the·, -t.wo: .p'~x:Q.pert:i-:e-s~ er.ea't'ed: a:s.iiaO:T-e :':Pro:p:e:rtY"'.~h·a.t:was ~ 
mo r~ ·-,;ai-da.bJ.e~ ~th-~ vt.~~: , .. two.: :~e:~;'s epara.tely .;.: ~:By~ ad~~i'n:g:: ~the: ·J(enn~~o;t':: .~ 

::.::..."": ~t ............ '"'""' .... ~ -... - - ..... ,. ... - -- - '. "., • ..< ',.. _ C'''' '. _ ,_ "" .,~"'" ,~- -', 

:prop~J':ty_ ~'to ;the Isl~d.:~ ~r:eek': pr:o:per:ty: l>G8-~: ~ga1nea:'e:: ·strate·gie' .~, . ~ .. ~". -.. , 
~. - ..... ..., ~ co'.. ". - ',' " ~ -, - ro, _ _ ' .. ' .-. .... ... .. _ ~. " "., .", op- _ .. ,~-

p051 +.1on to purchase adjac,en:t: :and.:rneaxby.-::u:nJ:eased": :!-e:de'ral" co a'! , lands ~ - .. 

exp~~t.e.d_, to .. be".ott:~:ed .. (~r: sale--::in:::,:the::n'e~~ t'ttture:::: ·:2': -: c ... ~: 
.'_, ~'~,.:.~:i~i" ~l_eC~~d~:t'he:I'slaMr.,CTeek\ and: Kenn~tt'':pr'ope:"'iie's'\~ ':~ . 

' __ '_' ~ .-.~ ..... - • ~ ' .... ",.. ,~ ..... I' .p, __ .. -\ .... ' .... "~--r'" 

the- m~.st ~ .eost,~e:f'.t' e.ct,i,v~ , :;en·v.1 ronmen tally.:; 8'Ound ;> t'ue 1~ source' a.:rter .. ·· .~,-..; .... 
........ ........ ', ... 'c .......... _ ... ~.~. -. ,_ ~ ~. 

exhaustive analY.sis.·and searc-h for suitable;:, reserves :throug.'1out::the .,-:,;,; 
::: ~"':'''::::::~~.,:" ..... , .. .,0.,/,"'.... .. ,j .. '... /' - - ',. . .• - "c,j'~..., ,' .. _____ ~ '''._ .... _.' .... "''I'''e-

Western U:nited.-Sta.te$-and:~A1a.ska~~;~ter.:::nar.roring"the"·seareh .... to e.'''' -
... ". ......... ", ..... '-I,., ••• ;... ~ ... ' - ..... ,-. ,-

central Utah, the Island Creek and Kennecott properties' were found to 

- 4.-:-
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ha.ve s~pe:r.iox:~eha.rac;te;rj"s"t-i:es:-C~ .. :e-.. ;, -nigher :s.tu:::c'O::l"te:it ~d' ::oett'er:' ~';;. 
mi!li~i:C.O.;djt·i;~i~ ~~b.e;th~ l~~ ,:C'orrt'lY'8Jllo:lg ~th~:a:vaa:aoJ:~~ ~ ;:'::: 

............... _.. ,' .... ' ... ' .. ~ R • 

.A +,( , .. " fI' '" ..... , ... , .. ,0-... , "~,,, .. ,...,.. (,\_.- --:.-:-:.,: .... : -:.,(:~.~.:: ... ,,,/ 
prop'iO,r~es· __ ··.·_r .. ' "',~ .-.~,~ ....... ~ .. - .:.~:;:.;~::." ~ ,._., .. __ .. ' '"--.~ . ,,,,' ~ , 

::, ........ _ ,t' "'" ,.'" .. ' _ .. "'. ~ ..... ;. - . ~ .. .. .~ .. - .~ , ~ 

NO!'le o'! -che surface lands OV.er._ -the; J:s;l'a:ld;: -Creek" P'ic;~p .:. :'.: 
a:.d .o:.ly. ,s.. .sma.JJ::; ~~:e-:,-¢'!:~:the-; :1.8:ld-~ :.o\"er. the> lCen::eeott: :pro~rty was 

" _' .. ,'_" .... _ '" ..... /0-1' ... _ " .... ,...... 

purchased" .i::.. . .:tn e- i:.i.~ia-l 't-ranse.c.ti.ons-.,~:: :fi'e: <bulk.:':Of' :'tlfe" :sur:rac:e:': .'~ :: ... ~'" 
.r·~_·"'-' ......... - ~~.,. ... -'- . _.' 

prope.rties ... ~.e:r.~_p?-r:~p.a~d., S:tl':OS'e'q,u~!l.tly::.i".rom"'.8. .numbe"i:: o'!'= :ovnfire: ~,: ~ : :' ~ . 
~hese -su~#~~.e.! 'Eigb..:tS:' .e.:l8.bl:ed:·PG&E:,:-.a:t.~i"t!f. discre'tfo:i~ :'t'$'~rid"1ie't~. ~ ... :, ~.':: 

. explora.to:-,r, .. dril.l::i~g.::.::,T·h.ig,.::d~~ll'i':o:g:;Fovided: dat:Ft:~';'n--'coaJP quitii~;:: ~., 
f'or=~;vi;.o.~e~ .. ta.1~ pur;P9se~·e.:d ... -e!lA;bled~ mi::n:rg' ell"gi:l~ers · ... ;0 .... veii:ty~:" ':.':~ 2 

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

coal quali;ty ... a:.d- d.e:vel-op-pla.r.s.:,'to 'exped'i"t:1:o'CtSly: -&::lo.::.eeo%l70m·i-e:allY·ini£e-; ~ 
..... ,.. ' ~ ..... , , .._..... - " 

. .. ,. r-- ":lr .. _-, ... ".... 
the, coal.- Co::rl"irm~;t:ior,":c o:-~~ ~he:-eoa-l'.~quali:ty bY"-such:--"expJ:ora'tOTT ,.' -' .. 

• ~ •. , ~ ,"' _.... r _, .. ~ _.. ",,0 ". _ ... ,.. "~ ~ ., .. ;". ... .. , .. \'0 ~ 

drilli:lg_ made- :th,e p.roperties: mvl",e a"t't;rac:tive-:' t:.): p-rospee't'1 Vfr . ~ ~- - ... ' --

:pur~h~s e~s : -.. O-r-.i!lg-::- the·; prop~r:tY'::: a-bove~ the-: ar'ea:::p.la::ln:e-d -roi::. m ~i::g-: :.! ': 
' ..... ~ ...... ~- ~ .... , ,,.. .-.."' .... ,1'--

als~,:.~i~~~z~d .. _th~::p·o~e!l:ti~::'!¢·r<.da..mage~':8U1ts,:ar1sin~~rom~~poSS1.ble:':'·:·'";--
subside:ee of the surface la:.d. ..:::'':: ~ .:.::-:: ;.;"':~ -;';:;':.~; '::::',' 

,- " - co~~ ;,p'llrchased ,add±ti onal: property ri gh ts:: f'or~ nee~ssary 
surface :",faeili 'ties;:rela'ted ".'to ml~e' ,development ~ ~'lncluai;g:portai ":- - '~. 
a.re~: .. b~iidi!lgs,. coal-:s'torage,-:a.reas;;:co:.veyor belts,. ':arid::: ::"'}:.;'::-~ ":-:: .... ~ 

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

admi.:l.ist·r.ati.ve -faci·li ti~s .. ;,;···:PGa also:obtltt:led':aecess,:to:: -: -:: :: -: . ,: :-.': :-:::. 

e.:Pp;~~i~at.el; ~'~2 pQOO ~ac.res :1;Mough·~·'!eonse:J:t:-agieeme:.ts. "''':;These'' -: . '::;:'::: 
CO:lSe::..t. a.S:~e~e!l.ts- gra:.'te<i:--:rG&:E::acces8 'to:driJ:l expJ.:6ratory- noles.:o::- . :: 

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

nearby pr.oper.ti.es",: ': ·~Thes.e. :.d·r.i-l-li-.:lgs-:~enabJ:ed ·'PG!:E =-to:'¢on:rl'rm=-the';coal ,:-';:" 
Yithi~ 1'~~ 'h;ld'1::lgs and to obta1'n information on adjacentp bu"t . -0;::-' 

unleased p e:o.~rese:ryes:.·. The-:.eo:ls.e-!lt: :,agieemente' also :esia'bYfshed a 
mea:lS of .~om~:lsa't:1:lg ·:t~.~owne:rs-.:o:r :th~ lcd·:'!or ~·su:bs!d:enee enoilrd·-:·c

:':,':. 

PQ&E· .hav.e ~::la~ged.:.1 'ts: hold:i:.:.gs: . at' ::some~utuie:-t1me\~:"~' :'.': c'; ::'::' ::::.< ':; ':~ :-:,,-:: . 
. . -,': · ... c.e;I:~.ain:.8t!'8%!1entS': ·o~: :the~ 8U'l":fa:ee·'la::l<is· "ier~' p"lir2hased' ~~iYi :. :. :.::;,.' ': 

. ", l~~ _",_,.; ... ~,.'-' ... ""t' .. :""'''''':: .... 

the .ac<comp.any1IJ.g;va:t~tightu ... :In::Ut:ab~,:.' own~r'sh!-y ot- -'the- -surtac'e' "'- ~, ." ... - ~ 

l8.!ld::.all~'&pl>'l.1catiOn.' ,£c;r:.'tr.ans:r.eT.:.:o:r.:;theCy'a:t~r"':rf*ShtS::'~~~li~ ne;d';i~:: 
ot 'the mine (i.e., 'to industrial use). Through such purchases~ PGtE 

~ 

5- ~ ---



orr P2-05-01 ALJ/ma 

a.cqu~~~d. .:.~,1Bl:l:~:t:o:-a 0t.ota-l: ~. ;4.,.770 .aer'e-:ree:t-'~r· 'yeai' :1:o·r '1xs-e~:::fli .,': ,-: 
mining,.:,-,co:al~.,¢learing,.>·and:.:ass.oera.t:ed: ne'ed's;;' :~Such::'s;rladi :nnofi"': ~:::::: 
water rights nr~ quite valuable because there are no working~eiC;Ci;~ 
the area..a.n.d. the • ..cli:ma:t:e-, :is· ,'l'tr±'a';';/:: ",:: .~.:: ..~, -:' ~ -::;: . ... .r ~ ... ,:- ... ~;':I oJ ~-:~:. :,~ 

, ',,~' :.--~, -I~..add~i~:i:<>n:.-to: i~ s;cq.'tIisit1.Qn~ :·a:nd:~xp.·'loTa'tjon::act:tVit·!es ,..::::: 
. ,'" ~r ~.... .• --". _ " • 

PG~.E al~;c9.mp:iet-e:d ·F.tll:~~en:v:tronmen..tal~ ~as:el~rne da:.ea:: 'eo!1:eet1on'; :;:?~ ':' ': ,:.-:: 
- ' - ~ ,.. .,,', - - " - • - I'" e:f':f'orts '!l:~~~ss_ary~ !''¢'~'~a:J:-l ;:p~ts~;':: l.'i'cebses··~~; M~;:ifgb:tS~of'~W8.i~- 'and~.'-' .. 

:filed S:-- ~~mp:.l:et:e:d M-i:ning: :and:, Reclamat.!O.n>plan": vrricn; vas': deemed"':;:' .' ~ .:<~: 
"'com:p~e:~_~t;:·-: ~d: s"t~hnic:ally,jadequaj:.e~:': bY:tn~:crtah'lr~rtmen'~ O~-Oj,l~)'~ 
Gas a~d~ !1~~ing:, ,wij.h-: ,e:~stT.Uet.ion:·a,:pjn-¢ved;-: f<)r':' Jiin~'1982'::: ~'<p~a.iso-: ,:, ::. 

.; " .... , ".--,.. 
eompleted -all- ;,P·r:e:J,.itl:i,nary-:: .engi:nee-r:i;ng 'd~s1:gn~ vO:rk~:f"i:/r-: two:": portaf:? -:~ '. -
en~r-i~s ;;!;~r_8.:~ion~: '1>"l~:; 1:":ai~' s:pur~~ 'ace~si: and~ haul": roads" eentral''-:~
pla.nt fa;ili~j.~.:S:~'.':~~~'im.en.1;at·ion:,.pond.;and;::d;1ve-rS'iOns--; as=-w'ell= as;:~~i~ -:: 

..... '... '." .... :... .....-1" .. ~'."\'" ".,-;,.;:--related.·.,Sur!aee and::,s~:Os:u'r1':aee:'mi'nin'g~!e.e111t·1es';,> T '!h~ .. total' cost-to" . 
. ~'.".-".-"-- -..... '" . -", r¥ ._"_ :"",,-~"_"'''''''Lf'''' ,r

1
:·,·"' .... 

PG8-.E, rela.tillg-,t.o-~th~'· ae<tuis.itjon·ya.nd..2development~;>of'~;these"properties'-~~ 
,'- - - " ,-I;;, ". - - -- . ~ , .~ • ..' ,_ _... """ "¥r. " ", :.' ,.:". '_,' vas about ~34 milJ.ion.. . ':~-:: .. ~ ~ . "":' '.' _ ~ ~.~.; -: ;.~ _..J ........ ~ ~,' ... ~_ ... ' ... 

.. - ~ .. Tl:le,-,aeq,u'isition" :pla.nn~d';"de:velopmellt, ;:and.":th~·::::ult±m~te sale 
.,~ ........ 1, .. ·,.,# .... ..,. .. - -- ,- "".. • ' .. , • '.,.." ''''.COO"" '/f- ..... ,; ... -"' ..... r 

of' the Ut~,. eoal.propertiesr.were:directly linked'·'to-:PG8:E"s-plans "for .~' . 
.... ~,~... ....., ..... • .• ," ,- .. •• ~ • " .,. T. "r~ ... , (~~ ,f.' _ .'" 

a coal-fixee power plant to·,·be::lo¢at~d·",:±n·:Ca!i:f"o·rl'lf.a:;' 'Tbe.,;,:eoaJ:~vas- :' .. , 
- .......... If ... __ ~ , ' 

intended to pro,,!ide,.::&:major::port'ion -::o:t ~ ~:f'uel' ~"!or:t1ie~powe:r:'pl~ani;::: ~,~~ 
ul tima-:ely:,}~~own .as ,,:the.'X~ntezumal:,Power. :.Pl:ant;.·>-:JCccord·1ngly,,. .... -'the-- -, .. ", ~.'." , """ "'.... ...... - ~ ~.t' ... ,"".- ". "V'- ~ - ..... I~ 

development s.chedule::'ot the--coaJ: mtne--:wai~::rormtl'Ia:t'~d:l t:o;:aOri!'oii wf-t~,,:r.:~ 
...... ..,~- ... , .JI'" r-"'" ._ ..... ' ., __ .. _ .... _ ... ..- .... j_' ... I,.-., 

the ~~~!e~?pc~n~r:o,t :Mon-:e~ttma ~ «;,r·igtna:l.ly ~s.ehe-dU"l:ed: ·for ':~e:-at.l:on i'n: '," ~ .. 
1 982) • :: :';':.: :::- ::., :; .. >~ .' ~~ .:. :: (., ..: :-:: ,:,: '::.:: ..:. ~: .:: :~::- -; : :::: ::; ::.~'~ :.;-;,.: .:.:~ ::''': ,:;,.; ~ ;;':' .-. -:: ~ .~" 

.. - .. -·~Owner-ship,o_! the:· f.ueJ:::8:otrr.ee:.":])~Ovi'-d~d ,PG&z. ':num~row' . :::':. :;',<.:::.; 
i ...,._ .... ~_ .... ~ • ..-,.,.. • _ 

advantages',. ineludi.ng·:~iner:eased:: s.e'c::ud."'tY' ":cr.f':·4s.~1'1y ;e:n~ ~-quaxi=t:1"". '.:(>~::::":-:: '4_ '91.... .... . 

Ownership also enabl.ed: .:.~~:s ;.to-·~rO'Vj:de-,-,spec::i:e:t:e, :and:" :ex'a:et:J:a1:t:.e~a ·:ciii:tlie~:"':~· 
quali tyrpa.rame~e,rs. o:r.··the~'po,s:l -~t~·.:th.e:: Ca:l::i!ornl:a:Xnergy': .com:m:1:Ssion 
(CtC) 7" ,~iA~i~d-i~~:th~. em,is.a:i:Ons) t.ha~·:1Ili·eht :b·e·'eXl'ect:e'd~'~rom:·tne=::p-oW"er ,-~~::-

" - ..... ~ 0& - V '.. ~..., -, - "- . (' ". ". r' .:;" ..... "~ ... 

plan,t_, ~ Own.eraip, .0'£- --:th:e, :e~al) :w:as:-:als:o: ~i:ntend:e,d": to; .1J;ro:.v:1.c:~-'P~ -coal'"' .. ;,-". , .. '. ...,,, .. ' . ..,. 

'7.:,1:, c· 
....... ".,., . ., .. 
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I"'" _ 

at cost~, .. ,r.ath~r::-than: risk :--the :.vol:at'ility. 'o:t' mark~t pricing,- possibly 
. ,,',... -- --..... ...', .... " .... ' ..... \. ~"'\ ....... ~ .-,"") ~ ... ~, : --: ~~.;: \:~ 

su!!er_~g,-:";tak.e:~or: pay~ ~e.naJ.:tl'e"S'·~'i! ~~ont'raetedt'or'del1'ver:re-s had't~ 
r.... ... - .. ____ ... "_(~~ ... o-\,,,,::,. • ' ... ,..,..'.\."::::,::.+.'./ ... .,.,,~:.;:} ='::~~::"~ -'r: ... b,e. delay~d~,:~.or .~alD~~"unneeessa.ry..;"~' .... -~".,'".- .. " . 

'.~' '" ' '. ",.P~E -:!'il~ :a"'ltO"ti:ee::¢:t-Xnte"n't: :-vftl'i .::.ehe eE'C: i:.f1·C£e;~:';'b;;'1977 
and ;e~'~-~~d~ ;~an ~:O rd~:-: ~CeT·t i:...~,~n·g, 's~ec~:ri c' ~si";is '~( 1nc.l\td'~tit' Morit~z.,fm-;) 

~ .. ~,-",,, ~ '*".~'" ....... ~. ",", ... ",,,,~,.. .. f""'~,""""~('~.~:-r:.") 
in .Augu'~t.. .:191:?.:·":-~EY'.: ,t·his: 1:i1n.e:p:the':,:rir~ "YontezulIla'1lll1't"hadb'een , 

"' ,. .. ,... ~ "- ,_'.... '~11- Ao. ~ r 1"". .... .'. :-: 

de!err~d until 198';, and the mine development sche'd1.Ile'· ha.d-::~e·e'n~ .. . 
de!ay.ed., A.Cce:rdi:n'gly: .. :,: Tl"e~ 1"i'rstM'ontezU1n8. un:~' vas:'::late;~ det'erred 

. until~~' '?8~·.:,:th~n: .to-.·'19~2.,~;and "th,en~ :fn'>'Ap'r:il"1+981':' 'i~:'wa:s~-:de'ier:r'e'd-;':;:' 
inde:!'i~i'tel; .~'" -::: ': .. ~~ , ~;,"7 <::::,' <, ~,:' .. : :~:c. '::: : .,>: .~ ,~: .:. -::.": ::.:; .,:,:.;~ .>~ :.: ;:;~;.: .: .• :-

.L,J '._... • • '~ • ":.. ..... ' ..... ...,t,".,.. .. t* -.. ..... ":'. I ",:,".:, ~.' :: 

:: ., ", Since.~ 1 ~7e;·,.~ and,,: throu;gh~Decem:Oer:; :1981"'.: app.rox·1'mat'ely' ~14 - " 
l:lillion 00£ thE'- to:ta:j.·,'investment.:. in'thei cOal:'prOp'eTties:'w~~;;1nci~i~d:-: ,: ::: 

. • • _ ~. _ ,~'~1 •• ~ _ ,~, _ ,.., .... , , ... 0" ....... 'j' 

in PG&E~s rate base as Plant~Held :.foT:;:rUture·"Use:~ CPRFU) ~"'and'" . "- -'" ' .. 
. ,.. ...... . ~ . ~ .. ,... ... ,~ , .. "'.'- ... :""'" 

accord ingly carl'Y1ng~ charges.: on·: that:. porti'on of' the"investment were 
pe.id~ by .. ratepayers. Since~Janua.ry· 't9S2";:in aecoraanc'e-:w'ith;:D~~i~i~~~ " 

'. - "--... '-I "" , • . '... ........ ~ ,.,..... • 'I'" .... ~:> __ ,J' ,", j'" .~ 
CD.) 9~~~7-fP~l:'s.last:general~:rate';ca.se)~~"tha"t" portion of' "tbe-to"tal~, 

_ ~ •• ,-. _. • ...... ~. .... ,"" "._ ;"'.:' I.f" ,.., ......... ;"'"', ."'I'~:' :'"'. ~ .. ~ ,~_ 
1nvestIll~nt,.1n."th~ .. coal prope.rties'prevlously' in rate base-ha.s ~'been _ 

.. , .... ,- "' ... , ,.. .." ..... '\ ..... ~, :)~·.", .. r ,,:. / .... ,... ... ~ ',:" ;", .: .. :~ :~. recoraed.·,in a.:memo~and'\lt:l~~account; "a.ccru~ng -Al'UDC' and' 'other necessa:y 
- ,"',1. ,,~:. -;" ..0/, __ ':" ............ ~ -, 

carrying costs. The rel:la.ining a.pproxima.tely ~20 million invested "in" ' . . ~ '" 
the c08;l",properti~ ::ha.s~never; ~en-:1~n:::rat~'1:;ase: ',StockIlolders have ' . 

• , • - . '. " _. ..." ... " ..... ".. ". --:: ;:.., ..... '.~ I'.,,"" ..... S "'-:- ..... - ~," .. :; .:; ~ I", •• 

i ncurred."all -f:R:rryi:r.g .charges: ':c>ri,th'~ r'nonr'a:'te ''base 'port'i'o'n ". o!' "';~:e ... -
1nvestmen..t_. ,,' .. _ . ~'': .:~.,,; :-:: '.~,_: ::- .. : ..... ~:': ::::',.' ':::::;,::::: ,: .. ;~ .. ':- :":0::,',,':--::: 

" .:'.".: .~ . .I~ l.i-gh t; -o-f; t~ .:d'derraJ:: o~ M'olit~itimi;: ~;PG&~': c'ons:to.e;~d--: ': =: ":" ,. :: 
, ... _... ~~. .. .. t, ..... 1"....... ....... ..,"'""' '", __ ,.., " " .. ,~u ",' 

other us~~~~·::th.e: coal:-:pro~rtj;:es:.:'be1"O:ie decid::i;ng'to' "sen~: PG8"-""', 
•• ; ... - ,~.~ ..... , '-'1' - <'- - ~ _ ...... '" ," -- ..... ,'''' ... 

investiee.~d ,~~v.e:l.opI:len.1:~'·o'!' the; ::eoar ~pro:Pert~£es- -in partnership 'wloth" , .. 
,: ' - .,' ',,~' ,~ ""~... n, _ .... ,.,. '".. .:". ,..,'..... .,., '"'" .... ' •. ':::- ~ ,- ': 

an ~~e:r-1:en'C"e'd-~eoal~ .'lIl±ni~ .eomiar.Y'.~': 'It' :vtis·fntended that t:be-· ... eoeJ. . 
produced th,rpugh~8Uc:h: 13; ,jO:i'nt: venture~::r':m;t~:a~ly' ;;ouid>~ s"':ox"i· .. · ::-.: :~'-.... ~. 

, , .... , • ...- ... ~'. ,...., _ .. , r', " '" u__ ~: .. ~ ':.+-;.";:::")' """! ; ~.:.. :- ;" ..... -:: :- _~ cOl!merci.al-ly unti:l: t'he~ Montezuma:' fu-el· n-eed'S·1IlS.teria'J:iz'ed. .' Such a. 
.,'. • ".- .... '~"' _ ",,,..,'-:' .... _,... "': ,. ",'''' ,", ~ 0"' ,." 

project would: sa~isf"y\ th-e~d:iJ:i'gerlt: devel:opment' ~r'~quiremeIlts" containecl -
in the .. ,t'ederal.:-lea:s.es.:: :(PrOdu'¢t1o'n'ot"\·2;~·oi' th; ~e·de.ial::'~~a:S:! by 1986.) 

.. , .' - .... r": - .. "',.... - ", .,.~.. ~~;' ~~ ... :... ,. :: '::" "": ::. -:: ~'~ a) :' ~ .,~, ... ., .. :~ .:: so tha.t the;~:rede'ralr:eoal: l-ease's"yould not-'be" j·e'opardized. . .. ... 
. r ...... ) .'_ ~ • ~ :_ -: .. ,>: :'::; ;~ ~. ;~ ,t.':t ::":J ~t ~ ~~ ~.. l~~ ~ .. -. • ~~, ::; 0 ~ ~ ~ '-' .... - -:-:~ .',:: ,",< ""::. ~.:... ' ' ..... :~ .:: ::.;., ... , ..: ,-/ ". ,.. .... .. 
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" ,. In 19~1" 1.C .po.t,e-n.t,ial. ··jJs·rtne::s ," -:ehosen :t'OT :'th'ei'r";m1n!ng .~. ' .. ','. ,,:: :.~ '>':'. .'" .': ~ .; .. : ... '." . "0 '" v • ~... .. • .• .•. 

experience _and ..t'inane18.1 . ..s~rengt,h;· :were :inv1·t.ed' .-:to: su,bmi1;:":Yroposa'ii;.' :, 
ibr ~j'Oint d~eiop~~;t •. Se~~ral propos~l~_ ·yer~.·l'ece~:v&<f.. ':':'HwfiV-er'i- in' 
the .intex:,im.PG&E ha.d .. decid·ed· .. <th's..t:'.Montezuma;·-m!'gh.t ~never:b;'~u11 t, so '~'. • : .} .\ ~~, . .' ,,' / -..,., ," ..' ...... "u' ~" _ 

th,~t"joJn,t/ deyelopment .ot. .:the .e:o.s.l\.:-:rese-r..v~:would: ·b.e~ca ~pur:ely:';'~'.~'- :. ;'::. 
'" ~, -" . ,.. . . , .,.., ,~ ,,~ . ." .... . .... .... ..... .-.. ....,... ....,.. . . .....' 

commer:cial, nonut.ili ty .. ven..t.u,re· ... :·, :p.G!£; :.'rejec:ted·~ .:tb.1s.::opt.i'o·n" in ''favor' .' .' ." _....... ... "-to .~ ~ _.. • 

.,. t . h. t ., . ~ .. :::::; .", .~ .":;: :., N -: .: ': . ¥ o. an 0:0. I:,:l.g ,.sp_e-.... ·,.. :._.:.::_.:,.:.>./,.~: '"~:: ...... ::.':." 

... ~ -.. 1~··S.~Pt·~~b~;~: 1,9,8:1:., PG&:S .. 'se-ntover': "OO'let't~rs':so~:rdit:ln"g~ 
intere's~t~ ii~.,t~~. ~rD.~' ',Of: ,the: l>rope-r:ti;~s'~" k .press:: rel'eas~--: was': 'also'::: ~ ... ,: 
then 'iss~e:d ~.nounC"ing that Pa&! ... ould accept bids 'for the·'~$·ale:::.';:'· '.~. ~ ~ 
P~E:s. s.oli.c,i.:tati,on.. -ror·bids... was: d.iseu-sse-dr:broadly: til' traae-:~and 

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

'finane.ia.:( pu't'-1.icat:ions ... ".The.:: .. b.id.:.1ns:tructions-:''l'"eferred.-t0"> a ': ~ -:::': ..:.:' 
"be~ch~a;k~ _ P~~Ch~~ . p;i~~/ o:f"- $'1' 20: mill-1on;,~', .::" '.:::: .: ~ - ~ .. :::: ~ '::: 

, '" _ ... ...,.. •• p. ,,~ .~ 0 

-,.. ~ .. On.D,ecember.,,}1.:, .1, ?~J ',-: bid8.~: con:f'orm1ng~to::: p~s-: '.::'.,~ ~ .. -:.: ~ .: .. 
'."'" ....... e ... • ....... , "' ............. :. ,,,_ 

instructions ..... ere,. recei:v~d :!'rom'.~.va.rious::ent1ties~ Aftel!';analyz1-ng-' .. ': ... ' .... ~ .. '" '" ,-" .... ' ."" ... '. , - ,. .. - .' -. 
the ,bids,. .tbe bid .. o!.tre..:highes1:-:bid4er; :·Sunedco;;:.:vas' aece.pted;" _ . 
Suned~o~S ... bid .. ~;;- s1'b" :li!1j;on_~./on:-January'::21:; f Q82, :·'PG&E~arid.'':'::'::/;'';' 
Suned~~- ex~Cu -t~d :a. i~tt~;-:~;i~ 1~tent :eoneern::ng::the:' sal:e=ot' the ':coal-::: ~ 
p:-6;erti~~.'· ,. _~.~.~:~-,~~:~.~ .. ,_. __ ~. ,:~.~.,,-:,,_ ,.M ,'.::_'>';'; '~~.:':'._': 

..... f, • \~ ,'" ~ ...., v .. : _ .. ~ ".::: "....... ...,:.. "_ . . . .... ,'" .~ ... -' . . .. :",' _. ~ ." ' '" , .. ~, ., 
, ~ ., .~ ~.' ". -On .:~ e bruary 1, 0 ~.: 1;-982 , -:PG&:E ~end' Sunedeo. s1 gned' "th:~ -c:oal' :; -: . - ~, 

Prop~;t~~Seie ~~~d.brcrua.s:~ ~~gr~emen.t· ·-(Agreement''):. : .. ~he"-A"greimerit·· ~ ... :-: .: _ 

:provid~e: 'th~a:t "pGiei'';o~id-convey to Sunedco all its rights irr.;t"he:='coal-:': 

properties in ~I:etu.rn ,-1"or.:!Jsymen·t· of; $:1~7:',: ·.million' Ca:sh:' :and: Sinedeo 's 
assump#~on. 'a.;~i ,D~'~eI:lb~_; ~~,~~ 19.a,.1:~".:of:,:the-·:p!:1-nc!pa.1; out's-€a:na.:t.ng ~ .... :-:; 
(ap:p"~o~l~ateii~Si.i mi.llio.~»:Oll)-l>rom1:ssO':y- no:tes- .iasU~d:'·1n !'acii'td-iing ~ . 
eerta,£n' of.' t}le.· ~..1.ghts ~to .~ c¢~v~ed ... ,.:~ _Th:e:.~Agreet:tent·tttrthe~-:'l>r'ovid-ed~" _ .' t":::t .,/...... ' '. 0"" •• , _ "', ",. • J' , ~~. 

that :1. 't would close-upon.>satis.!aeti.on~-<>t:. ~r.:t.a1n' conait't.ons~,~:: :: .... ~ ;;.::':~ -::-. 
includ,ing. Ya;ssage .. "0'£ the: ,~t-8.~t~~:. .~ai·'t1ng:.peti.Od', -requi:red una~r:'t~~::::: 
:f"eder~l R~;t-S~ott-Roe.i~;~·An.ti.t~st·, I mll·rovements::- Act;: ot.::1 cn6:~,;',.; ~~':);, :':'~.:~ 

--'1-" "~'~'-')- ;:~',.,:·\:.:,-:'r.~.:~-_. '" ........ ~'_~ ...... ~. ,~I _ .... 

' .. '-:'.' .~~, On" F!bru.ary,2T,,:,1 ~~,,,, t!le-.::~ar::t:-.S:¢,o~t-~odin~~'A.ct:,Y8:1t:1'ng):-::;' ::~ 
pe:"i~'d exPired:. -As' ;1:~Ma.;~h~'~,." the" ot.her."e.onalt1ons': o!:-lclOs1.ng o-r::: ~"". ,... I' '. ~ '0 .I)~ ~_""_ 

the Agreement had" been." satisfied and the Agreement therr-~. closed. 
'. 

-s-

.. 

.. ' 
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O~r: !.a~~~f .!--.. .,.~~nd, ~.r: ,acs:.o~.d.a.o.~e,:w-ith- '"the~ ,.a:gre:ement:., and wi ~h 
fin ~Eser-ow 'Kgre'e'xcerit~ ~.exe~e:u. t.~d . ..,t,ha:t. day ~ll'g ~PG.5-X'; ~Suned."C:O:;:, an~;' ~"":~; 

,.., ,.. ,~ "._:; :::~. ..... ", -. " ~.') ," " ' _ .,' '.' • '. J "', " , • _ '" 

Se-cu-ritY 'Paei:rfci Na.-tlonal. Bar.k (Esc~ov_ ,Agen~}~'PG&E-de,p:os1.te:d ;n'tb ' .. ...... .... ."". "'-",~ ....... , ..... -..... - --' '" ':. . " '''' ~... . . .~ 

tre Es'crov Agent" th-~' €-x'ecuteA do,cul:lents. o!-:, ,eon·y,eye.-nce'·:.and .'Suil~d:Co-' ~,:< 
d'e:p'os~'t:ed~~ app:;'ox:r~~~-t~iy- '$1;i'1·.2~~i:lli~o~~(~,e:p:resen't'in:g,;the":pureh·as~-: :":0: 

.. ~',;~ ,:,~"" ',.. .'........ ... ~-. ~ , ,".. ... .-
price and reicburse:lents of th~ P~l:ricipe.! payment PG~E made in 

~ '": ;"" -v "'I .......... ',0" ' . • _ 

Janup,:-y 10 82 on the pro=isso°rY-'},~·c¢r .. ~ The Agreel:lent and ~sc:-ov 
Agreel:lE>ntprovided, that" escroW' would': close: up'on': Sunedco: obtaining 

...... 'I" '. '. ,'+." "" .... ~ •• , ..... ,..., ... :.. _ ... ,,,.: ... 

app:'ov8.l 'by "the,,:rede:;al and-: Utan.,,:state:~a.tithoritles: o~PG&:S'''s '~' ,. ,_ 
';' ", 0'., ,,' • ~ _ ~ """ " .. : _ e .. ': ' '';' _... '::' ~' .. ~ ': ~: , 

ass1gt'..ment ,·to,~i t ,of PG&:E's, r.ight,':to:.::the:federa! '''and 'Utah doal -leases., 
res:pect:iv~iY. "~The '$1'71.2 million:was rnvested':'by th~ i~~;g~'~Agen~;;f~ 

.. ~ , ','. j 

accordance v.i,tb..i!l.v:e,~tmen,t-:gui'delines "'set' t'~rth :by :"~GS~a.ri~ Sunedco 
"C' ":' , -: : : ,~ •• ~.:. "':-::- ~~:: :-- ":., C :': ~." • : ~ ~ ~; ~ .' :.:.:: .: i n th~ ... scro," Ag:-~el:l'e'nt,._ _ ( .... <; ,. :,. ','::_.. ,:", , " __ .' , 

~ (. ", . . • v • '.'/< ....." ' " ',,,", . .-

As .. of .MB:Y:, ·1..3;, ::'~<?82,,,~~·SunedeO'·.had·":O-~tafried' ~,the _r:eq1us1te 
approval 0'£ -the';~~~:a:tOiy :a...rtho:rtf~:i:d~~':~~~~~'ini;iy.;':~~row 

..,.. "'"'. ,,'. ',,:. ... -: .~ ••• ':- •• ', I .... _" • "," M ~ ___ • , _.' ... ; _ ..... .,.. "-, 

closed on trat' d·ate-~., ~ '!:n-e.ec.or-d:enC'E>' 'Vith :'th-e' -A:treem~n:t: :a.:n.a..:::the ::Sscrow 
•• • '''' '- ... - - " .... "'" ....... - ," ,j,o' ,.. ~': ~ ~ --'.: '~" ~, ~." ............ '>... ....... ....-

Agreement,. at,;,'the:CClose- ~ot- eSe,r,ov 'I.._tife.,"Xs.cr.ow, ,Agent: :,d..e-l"ivel":ed to 
........ ,.... - '. ' ... "" ~ .- ._' ~ ~ I. ':' -:-' .~ .... '" ... : , •• ,,>..,- • '.. , ..... ~'. "' ••• __ .... -4'00' ,'" "1'''':: 

Sunedco the d:ocume.n'ts; ,o!--: ~onvey1niee a1'id':'c.fsbur.se( jo~ .PG&3
y 

A:. p:-incipal 
.. '.'~" - ....... ~, - ,# " ~ - " ' ...... - ,., .. ,.. ',' -,' :. " .... ~: '.::'" _' .~ .. ,-' ., "'> ... '" .J ... 

amount of approxit::i'te-1Y:~161"~-:2'm'n.llo·n' :and,:- :th~:,;C'Ut!lulat:t'V:e'::;i.tlterest 
the:-~1~j:2,,~'iil·ion~ ptin:~i~1~"S1n¢~;MaTCh:4~,:~(m·f;;-s.~,certain earned on 

fees) • • ~ ~', - ,",".. '"~ ;'.: :- ~:; ~- --1,.- .': .... ~ ~ ... -::::: ~:, Pc ,", :. :...: ','.~ ~ ' ••• ..,... '.I" ,~" ".... 

....... .a - ... _~ ..... r . ..., ""... :', .... :.: -:-~ .~.',:.:. _: ~ .: .. / ; ..... :-
... -. .. '#, r, ,... ,- .... -. _ '.-

In.,2cco;diri6e-~th -t,h;::-ASreement Md ~'Ese~O~:A~;~~ent~ the 
remaining ~'6'.miilion~·o!"principa:i~~11~~~~~i~~,.in· ~~;~~~;th;ough 
May ")1, 19~~. Thii';~~~1:ni,ng;prb;~ip~1 ':~I~I be ':used::Crt:':tiec'essary) 

• ... - ~ , • """ ~ • -. ~ ~ ,."" ,," ., - ,.. • .... <. - ...... ~ .' 

to satisfy anY' cla:im: SUri~d'eo--:mir.y ':~s,erta.ga.i:xist ~,pGai :ar±st,n'g from the 
.... ..... 1"" "'<'~:::'~I:'~,:-", '-.'r -''" ''''_.,"'~'.J_. _ _ , . "~ , ... , ... ~_ .... .,. ... 

Ag:-eement. Or;' ~y~3:1::",:: 19B3." .:and "ass~fl:l'g~n~ ;jud ~qi.al'~a:ct::to'; t"iled by 
.' • ,..;.. "",",) --. ""'./ .. "<-" .. " .. ,., :. : '" •• • ',,, ..... '"" _ """ • v ~ 

Sunedco agains't ·PG&E. re-mains. un,r·esolv.ed~ ,the l>r'ine,ipa-r;~rema:!ning in 
escrow will' bi'di.ib;i8~:'~t.o>;~i~ ':'I~~~r~'~t:'~ined~ =on- :-tJi~~P~:t&:nci:pal 

' '," -, ".. ~ I .... -'"" ," .,.. . - ... ,- ,'.f;;'~ ~ --: ':.C: .. ".: _ r"" _ __ .. 

remaining in esc'row>·'1-$:'ihe~p'r,oper:ty..;6t· :i-G&:E..:and: Wi-ll 'be: :diSbursed at 
its direction. ~ ... 0 '::.:":::: .. :,:' .. ~:. :.~:-:-:;' "":~:-"'>:"',-::_c :~~:~~ 

_..... '~,'~ r~, ~ ... /:, ~ I,':' ~. ..... ,_, '~, ~ ~" ~. '_\ . __, \ 
.. - ... f", - - ~ :" .; ('::: .... ::: ~ "' •• ':' '""' ,,.: ;:" •. ~ .. __ ~ .... Jo.; .. 

• v, .... ~ :::' ... ' ... - .... ,.,... .~ ... ""~."\-f"":o-- .... .... ' ... _A .... ' .. ,. .... i~ .. ,'/.: ... ":M ..... _ ... ) ~~:'::"':'.'f-:: .... '.:. ..... _~,""u,,"" .. ,._ .- -:-:; . .:. ,:,' -- - ' .. ' - ..... " ... 
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.. .:~" .. ,', 't,,/, ...... , .... : .. 

';- .>: . '., ,l>G&E:·.eru.:.<:ula"t'es~:i"t;s ·'ife~fai.<ga£ri is'~i4~,50.9,~.q,6~. }JJld :i.ts. .. 
after tax· ga1-n-'.8:S~-:$~4:,'!22 ;OOO'~ "It pro!;"OS·(j~· ::'t'6':'iilo~~t'e, ~.~5e,i .. ooo", 
of .tha:e ga'inc ::to- :1 t's' "reta:n:operati"ori~'. : -PG&;::" p';:op;o~e;' ~o~ £1.ie~ .a.:-::' .. _,:-
re1"un~_ :plan rl~h. zhe:C¢cmlss1.,on' vh~~h- v.?~~~: ~di:¥'~r~'~~~,~: ;}.;~,c~~~t~~~er~ 
porti-on ·~f:.,the-· net: ga:1n>r.-o::cu:rrent- eu:gtomers~ '." ..... " " ." ~ :_'" 

• ~ .... ,..".,.... .• -- ~ •••. ~.~: ~' , , .- :. , ..... I' 
,..., ,.., " ,....... i~ •. "" ~.' ,:: :. ", , ,~" ,.- ,..,.... ,'~, _... h"", ,-. , .. -. "',. - , ~",.. '. ... .. 

·IV. Section ?51.. ' .. ~ ... __ 
~- '~. . ..,,-

. .....". '" . - .. .' - ..... ," ~ .. " - ....... ': ,' .. ,', -: " .... 
In_theorder,~e.directed:the parties:to'address':wh~ther 

the subje~<~p.r~:p~rties; o;,:any~portion'th.ereof are':s1lbjeet -to' th~:;-: ~":":. 
• .... ..... J ,",," ~" • .. ~ • ... " ,~l. '.. r""'- _10. _ ...... _ ._ ';'. ~ •• :_ .. ~ .',0 

jurisdiction of ~ this,Co=missi·on,:as ~ described . inc~§ ~5'T' o:f'~thePU' ' 
C6d~~~- Se~tion ?51·,':orovides>:a.s :rollows:::.::~ .~' .. >'".' ',~" • •· •• :·::7":':;,·:·-: 

.... . ..... "" ., .... '.~~. '"": '~:I ;..:~ w·" _...., .r • >..... . •. ~ ~ ... " .... , _ ,_ "'," ." 

."N:~ ,yu~lic .. utility; oth-er.·~the:n·;,;a;'comm¢l'FC:arrter by'" '. 
" r:x:!'lroad' subject to Part I of the !nters.ta.t:e~. _: -: .:~~:: 

COl!l:erce Act (T'itle 4Q p U.S.C.) shall.sell.,.. . 
.. , '.. le,as,e p. ~assi~p; .. mo:rt:gage-,: ,:o·r. ;.oth~Ni'se 'd'ispose' ~t .. 

, 'ol"encumber the w::ole ",or ,any, .,par~t -.ot: .1-ts:-: ,.~ ~ .. ': ': ''''~: '~::~,.' 
': ·"r:ailroad'~ ;'st::,(ie't -riilroac:,- rine ~ pl'an:t, s1s t ,em." ,,'" _ :-: :' . :' 

. 9r" ~o:the.:\.prop~rty: :necessary. 'o:r::us~i"ul- in'1:he' . -
pe:ot'o:O::lanee ot its duti.e:s to, _the, pu:blic,,~ ,-or:< 'anT-.~ . " - ". 
franehise~ :O:t'p~ril~~ '-oi" any' 'r1ght tb-ere'u:ndeF_,. ,no,=-." _ ~ " . ~" 
by . .any- means..w.ha.:ts.~v,e-r--.d1."rectly: 'or:-indi-rectly-p .. - - .. , " 

. -,merge- or'co'nsolidate it.s .. rai.lr,:Oad:, .. st.reet.:.:: :::_: __ ::,' 
, .ra.!lroa~"',l;i·ne·~'plant /system p" or other :prope,:-ty ~_ 
or, franchises or .. ,permits: O'T:'. a:.oy part, thereof,,' 

'. " wi"th-any' other public utility,. Without !irst 
ha.ving secured from the comn:ission an order.. _ 
authorizing ,it so ~o,do .. -.",E..,ery such sale-;:":lease~ ." 
aSSignment,. mortgage"dis,Position ... ,encumbranee,,~.' . ~ .. ,~.:.:::' ": 

.' ,merger; '·or eonsolfchit1on ":cad'e other than in. ..;,;' .. 
aecoz:dance w.i th- the , .. erd'er'Jo1""';the .':eomm:fssion" '. 
authoriz:rng~it is void. :he .,:pe,rmission: and, .~~ '" 

.. ' - , approval ?o~~the eommiss1onto' the 'exercis,e of, a. 
. f::,anehise.or ;.permitun-d-er; 'A:rtic-le ~t'CeorIllrieneing , .'~ '., ~". ,~ ... _."', ," 

. with 'Sectfon '1001) . of: Chapter,.5, of. ,this. par:-t', "'Or. ~ 
the: "S3.!"e ;, ~l:~as:e'" ·ca,SSi:'gnmen:t.' mo'rtgage',. or othe~,,,I" " " .. _ ~ ~'" 
d i S1'os.i t,l.on ,0 r. eneumb:ra:n:e.e ot":'8>i"ranch:l-S'~' 'o-r-" ' .> ~ ..... , .. 

. 1'ir:li't under this :ax:t,icle shal,l.ftot, r.ev.ive,;!'o.r:; ... ~ -:,"'.:;-~::::'::_ 
·:val.i,date .any" lapse"d' 'OT invalid' 'fran'cXise or 

permit or enlarge or add to the powers or 
privileges contained in the grant of any . 
franchise or permit, or waive any for!eiture. 

- 1"0 ,,::--
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:;.:': \ .... ' ........ -1,. 
...;.. ... "W': 

, ,.... .. - ,. ,"":~ r"" ..-. ,. .,.. ,~''r, 

" " "Nothing in,:this':"3ection,-sJl~11::::p;;;even~'~the::s;ie,-:" -,., ~,,' ._v 
,- lease" encu:lb:-ance or other disposition by any"~~"~~'~~::: ',:.":'~':''':'. 

public utility o! property which 1~ not~necessary 
, , '~ ',~ " - _.0,1' ,.,uset:u.l: ::in-:t~he tpertorman'c~ ;::01":'" its dut:tes -to' "the ." r, :, ' •.• 

- "",])u'blic, anc any .d,isposit,ion~Of.:"pro~rty:~y.<a-;.:::::~ , 
, .' .. -. pu.bl:rc- -util~ty 'shall 'b~ -coriclu'si\:e.ly"'y':-es\Une~,1" to _ :: >~~' ,,"; ',: 

, "". b€', .,ot' ':p.:o.~:-:ty ,:w)fi ch >ts. ::n:o,t· ::usefu-l-. '0.:- ~~ec'e'ssary " 
":t'n" 'the ·pe~'t·o!"anc€'. or. it,S. du.t.ies.-t.o-t-he: ~p\4o.1'ic':'7a.s·:: .. , ......... > .. n 

',: t'o-:~ny"l>u!"'c-b:aser:,'::l~ssee or'-enc'U'mbrancer _deal.ing",,~ ":,,,"_ ""; 
. - '-':i th.- .sucll ,~p.:-o.'p€:!"tY.:::in: good:- t.ai"th:~~<>r: \~J.ue;' . '~" " 

pr'oVl'd"ed" how,ever, th.a..t.not,h:ing, ,i·n- tn-i's,- S:e-eti:on :. :.; 
: ~ 'shal:J. :ap~"ly':-:-t~'~tbe:: iil't'e-r'chan"ge 'Of equ1:pmen:t in.,., .. ". ' .. ' __ ,.,~ ___ ~ 

• .• ~. to '" fo· , ~. ~_, "" J, ,Iv. ,J .. J " "'" ... " - the.., :e.g'J:l..ar.- cou·rse::of'.' ':tra.:nsJ»r'tat1o-n- 'between . , , . - , 
,- co'n'n-eJct"ing- cO:l:oon .. car.riers..._"'_~ __ ". ':';_: . "-:":-~-:~:: '>:" _ ~- -:. :-: ,:~,:.:: 

.... r ~ .-.: .,.jo ./'" ," :'" ; ~ ~ •• :- >~ ~,' ~ .. :"'" "'.. , \." 1 ... 1,... ~ _ ... 0/.,.,1 

Stai'! counsf?l" argues tha;t th,e .sal,e., ,o! .th.e ~a:l:,: 'l>r¢:pertles~ is.~ 's,.: ~, ~ ,; : '.:> 
transaetio;::;~bj-e~~ :t:~:; '~'hi~~ cO~i~~i~.n:;~j~r'is.d:i~~iOlr' under,~ '§-:'re5:j::~ ";;~:-: 

, I • ~.:. -., r" -, ... ! .... ,~ ~ .,,' ~~ -;- ~ ~. ~~ :. :; : ',..... _ \. .... v ..... __ ... .A.. ~... _ .... ~. • • .. ,. ,. ~ ...... 

PG&:E:'cont~n'es that § 85;1, d~~s~no:t,a.:pl>ly,.,an.d~~ha:t:,nc>:Comtl.iss.1on:".:"'· ~ __ ,",,_ 
• ;: ~, .-' ••• .J :~ ~ -:; ',; ;, ::::::, ''';" '-' ". • • ,.,. ~'.'., _ -. _ , _ .... .,' __ .-, ~, ,,~ ," '" _:';' 

author1zA.T10n 1S necessary. '''''." ,,~.~~_ .. _ '-,~., -~,-:;~c " .... :- .:-,:~." '0" •.• '" •• 
' ... - ' .... ~\...... .... .' .. -. "", \. \"... .......... . .. ",.. , . .'" 

",:-:: :'St~f!-:c~uns~i "ciai~ '~th~t the' resolutionr"of'-;this.: issue"'~~':":~,:: 
_. 'r' ~ _ "'" ''oj _ ,...... ,~,.,. ~ J. V ' ,.: •• .oJ. ~ _. ' ~ ~ " 

tU:-.ns ~ on ~ whet~e~ ."~~! ~~~;, 'j~~~P~~~ ~:~ ~w~~~:-1.le.eessary-o r·:,usei'ul ~ in~ th e:: .:' 
'P~rtorir;anc~J,,~,!:P'~Z' s '~duties "1:0 the _publie at-the~t1J!le-:o:f' the~ ~ -::: >-:::::::-

__ .... .... ...... I" '.... ~:--:'·I ~ ~ -:- ~< .::: , .. : .. ".0: .• .;,. '.: -: ;. ~.. .' .-, _... n '. • ., , _ + ..... __ 

transact::!:on. '. "'Re ,argues that. this ",question ~~'i:s: ~nct dec~ded --;s1mply::by::~ : 
,. ,.. . ~ ~ ~ ...... .... .. .,.. ,""'.,... , • ~ I _" \,. __ ~ ... _ " ... 

the excY;ii6n' 'o:'! ~r{ont~iUti~.".or.~aIlY,,.oth~r coal~i;i:::ed·~~,pl-a.n:t~rom :P~E"':s': ~ 
.-.L '.. 1 '. _ ., ....... .. ~. _.', -. -. ., ." " ... '..... "".." _ ~, .... _. ~ ,,. . 

resouT'ce ·pla."l~:'· -R'e 'states ·that. the.d..u.ty-ot- a~u"ti'j;.i~:t<>::its::':" :":~~:.::-::/.: 
ratepayers ·fi: ~;t ~i.-';{ Sh'O~d~ ~~ot~ ~b~. -~i~·d., ~,~~ the:~:pJ;e:;I>'roviSi<>n 

... ; ~''::,;'::':'.';',~:-,:::: ,:;.;., ..... ',. ~, .. ,.- ..... '~-" -- ..... ,' .. ,',~,"-
of tradftional util",ity..:.se,rvices.._,_ ~th~r;,c the:- o-b-J:i-gat1on's "Or:(th-e'~' ,_ ~ , , 
moder%{'pu~ii~ -;::t'ility 'h~Y~ 'b~;e~ ·gr~ea.uy: enlarged-- br·:the; U1ieer"fa::r:n~1'eis"~ 
8urrou;airi~::~h:'~·~~~~~~.'~U:PPly_,pi·e.t;';~~. ~~er,-the::'la'St:.'deca;d:e.;':<In'': :"": ';': 

.. .,.. ..... - -'''''-~.- :.~,.~~.:;,:-,-- ... ) ... '~' .-, .. ~ ... ,..,; ....... ~ ""',.,..,,_ .... - .. 1- ..... ''11.'' 

8UPPO:"'t- 'of' this :proposit10n~ he~.c1,:te&" n'W!l~ro;us,· n¢,llt-ra'di~i~naJ::'~:"'.~... .:' __ . " 
_.,.. .... '"" ...... , ,-. - ",," :.: ..... :..' ' .... ~ .. , ..,) ........ \.i .... ___ "-'..... ... - - '. 

eonservat1oh:':'related ser)'1.ees,.. n.ow":.:Oeing~per:r·<>rmed,.,, re8'€'arch:" and:;:: ~ :~' ," .-' 
.:..ow : ...... '";:: - j':,..... .. ,~, ~.:-' .... ..... ... ._..;...... ... ... _... .. . 4 _ ,. '." ,. .~ "". 

development eYpenses now being authorized..,." a.nd~ e~lorat1-()n a'eti'viti'es" ... ............ . ... ... 

undertaken 'under the Gas Exploration and~~eyelopment~(GEDA}:ind 
... -~ ;.. • .. .. "'\ .~..... -. -. ! ": -:... • ~ '__ ;;:,... ..' ... , I ,_ ~ _._ .... _ __ _ ~ . • 

:Energy :Exploration" a.ndDev.elopment (XEDA.) ;:;procedures., · .. ·He elaims=-that"::: 
,...... -.... .... J6-: ', .... ~ .••• -: - ;:,..' ,"" •• ~ .: ~ ... _ , ... :,' ...... ',........ . ~--..; T ~ _ .. -<" 

PG8:r" s ~re!lloval of' 'M'on'tezull1a _,1."~om, 1 ts ,·,resouree :"p-~Q;n -::d,oes ~n017~8.nsver :::-. :.-::: 
"""\ ..... I"\. -......, ~ '} : ~:.~: ':) ...:. .:.. .. "'~ '....... ',,' 0" "".' ....... _' "' ........ , ~ ~ 

tne qu~stion o~ wh~ther or not these coal properties were neeessar,y 

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

.. 

or us~tul in 8atiefYing...p~E.~s ·obJ:1gatiO%l·-to~erisure a'":seeure t'llture e 
energy supplY. .. :; ::, ".:~ . ~:' : <= ~:;:::: .~ S " -',,:; ~ ~ : ~ ~:- ':~~,' ~:~~:~ ~::~ ~.~ ~~:~' ~ 

St8.t"t'·:~eounsel ciont'enas ~that.) ~::i:ri::aetermrn£rig'-t1ie,:ayp11cation 
-:.:: -,;. '. ' .• ". - ~ ~,~ ,', - .• ,'.,.. - ~ "~ • " "', ,"I ," '"" ': ~ ,': ~": .,' • -:: :. _ :: .: :,', 

0'£ § $51 "to partie.u1a:r'":'trttI:tty :prope~ty;-;:ra.te'.:base ...eri~te:r:1.8; have not 
.... d -"0",_-'-""4-._"': .j. :.')".;"' :~~:.:'" ::: .... v.) .~ . ..:. ... ",," 0> ',.u _H_'" ... ~ .. _~; 

been held to' .~e, ~tb:e: ,.eo~p~E>l=1.:i:ng .::stan-dard ,,': ~,The "::t'h:r;-\.ef!1!.0'1~{':!,a,c,t tha.t 
must 'be establ±"slied,::i'n' :'cfet~erminfrii the: ,~PPr'i.ci.i.i?o.~ ';',ot '-~:;851; is 

., ......" '" ......... ,.. .. " \ "... ~ :'~ '": ,..; ::-: :..;"~ • ~:' ", '" .~ ,,,, '." 4:"" ..,to ~... :.... ~ • 

whether the'-subJe:c;t, ,pr:oP:e.r,:tY,::had: b-e:en,;. dedl:.eatecr.-t7'o ~;:pjlbl:1:C: purpose • 
... . ",-,.. . '- ,- .... :..... ~ • ,". ,~, ',,'r-, 1"1 ." •• / ,," , '.l • , 

He ,-s:tateS'~ tha:t~ t~fe': .i.~:':fl.:tt!e'. que$t:i~·n::eha.t ,thes-.e coal 
...,. .,.l... ,... ,~, ~ _ ~ : ... ~ :: ~ ~'. .. '=, " .' . , ,: .. '.., ~. ... ' ,_ ... .,. " _ "-~;..' ..... 

properties were- .d'ed:icated. 1;.o-,.:pu:o.l1:e:;"ttSe':~o-r·:·the:-, pe-rlormance' 0'£ a 
~,'<"'''''''''''''' ..... _ .... '- ' .• _; .... ,.., ....... "1 ... _A. "':_ ..... ·1''''::.',:::.'..,;':' 

public utility purpose. He cont'ends't'ha:t- tbe'-e"':Ctent: ~f .. th,e,i,r.,~,~ . __ "--:: 
dec icati,on-: di'd':' no"td:e'p:end;~'O:-n 'the 'fate:'2o::r 't~:; !{6;t;~~:a.~ ::pro~'s~.i.~ ~ .- ~ ..... '. 

""' ,". '.. ...;.,. .......... ~.- '"'I" :.":...; s. '\oJ _ ........ :. '_" ..... ~ .. "-

Having: be'en:,ded.iea~ed~ to;: a: pub11'e: ut1l-i~Y"'tlln·e~i,on .• ' ~~~-~ c~~~". ~es~rv,e~;:: 
• .. - ~" ..... ," I"-< .... _.\ '"" -. <- ~.' '." " ,~ "'" • ~ ... \, .. ,..,..... • ....... '£~ll wi thjn:-;th:e-:jU~1sd!¢t.:ion;-: coii:rerr~dY on"the Commission by _ § "e51,..~" .... , 

..... - ~~ "',:~.;) ~ '''':-:- ::,.;: ,,~-' ... /', ..... - ,. '", ,,', """, " , He asserts that the- scope and purpose 0'[ thisS~ate's r~gulatory 
SCheI!le'~mplicitly::require~'that the CO~is~1ori~ ri6·{}G.&~ ~m~~gemen~,:,:;:_ 

... - .... ' "....."".,.~ I ,""',iI"'. -", 1 .~.~ ...... , .... ~~ .... 

adjudge ,:'the~,:'I;ime-:at"~wh~eh~:publie''''util1tY-':property has ... pas,s,e~,,,,t:r,om,_.t.he:,, 
... .. ",... ""'t" ..... '" " - .. A '"\ " ...... ~_ • _ "'" • _ ••• ,_ ... .... ... .~ 

Commission.~s j:tlr:1:sdlct{on:'~ Thus;'::tlle' removal' 0'[ Montez'W:la t.I:om.".~ _' .. ,,~,~ _ 
• PG&Z~s "re$ource ::p!an lS:':immateiiaI::to :;th; d;dic~t'i~ri ~~i~~~u~;~ '~;.t~i,,~·· :"~' ~~ _ 

.. ~ ~ ,ito.. __ • f'>,.'''''', .. , ............. ~ . ... ..,.~'"~:K~~-,:! .. _1"",' .. ~ ........ ' ......... _ .... ", ..••• 

counse:!,:,::col'ltends-~ihat":'rSS~tr~~~:fs re'soJ:ved' "by -the' underl:r,ing ut.i.li'tJ:","" '.'_ 
function that- .:Su:p;ported: :the' pUTcnne ':6'i t·r;e~;c~£':~'i;6.p~rti·e,.,"{: ':_~',,'.~ ~,' .~. ~ 

-. .', , "-':~St,,a1'~~eounsej;:argu'eS:~hai~'~ie):St~tiis-:O<'M9.~~e"z~~~.1~S"~ :"".~,,,' ~:; 
relevant.: :¢n~l:y ::to: .whe:th"er;' t'h"e· c<ial~: :Yr-=Ope-rf{e~: ~~~t:. ~.~: '~p,~i~~~d~}~: ~ .:. :: .. ~ 

., ~~ ...... - ", .... 1"1' f'" " .. I, ._ .. ~..... .J _ _ 

rat.e ,bJ3;$-e'-:' ~:rr-e-; s:ta-tesi that: ;th'e=-' CommiSSion has he1.d . that property .may_ "' . 
. _. . ~ ... - t- ....... ",' -~ .. ~ .. ' - f- ~ ,"'1 ., .... :"': - ... ::..: .,I.~ _ .,.: • ~. > •• 

be ded ica:tea. ·-:.o-;:publ.1c' :il~~~ y'~t':Sii:riiil~a.neously~exclud'ed '[-rof1!.~ ,.at~_,~ _ ~_ .. 
.... ~- ~ ...... ',. ,,", ~- ~ ..., ...... , ' .... '. ;"'>,? .... ':.- .. - ~_:.:..:-: '.' .... r • .J .L , ""':. "~ ". \. 

ba.se. Thus:",:,:he; :contends:': that"': ·th'e:· Commission" could well~!1nd 1:t~ .. _., _" ........ 
It ., ......... -.1 ...... '''.~\-.~ . .. \...,._' ..... 0 "'~<" ..• ':.... •. __ .... 

reasonabl:e:, t¢'; 'exclude, these: prope-rt'i'es';{'fi.om:~' ra.te ~ base.','Y~1:., fi~?:_;the_":,, .:: 
' .• :' ." ........... r-.r:'.,'" ,Yo ,I L ...... _' .... ." .... '. s~e: ,s'Ubj~¢t to:. §s·?;5j~~'tlrisdiet·ion:\.~ ,--.:: ::"': :-: ~ ::",~, ".~. ,,' ::"' _ ,': ~ ... , ~, ... ;.,::~"':':::- :::: 

.:: ::.P~E.::resp()nas'::tha.t'st8.t':r ?ounsel .~:: rn:.erl?~e~a.~=.:.~~:o~~~, . ~~.1:'J,-;Z 
l • ;"'t'''":" .... :. ...._"...~,- .... <. ... ,.r ....... : .... " ..... ,,":' ...... -i'-.' ., ......... ~ .. _ ~ 

misstates :,the law, ·a.nd;'·resUlts '1:n-an unworka."ble inte~l>r..!ta~~.~Z!" .. ~:f' ."t~'2-:: 
statute •. ,,, ~PGU.,,:st.ates-":~hAt~:-the~eases::-Cii~{;bf=s;-ta:i:rceotinsel' stand <. -~.r ... 

• '< ... ' ", ... "I":~ ""', ~'·."'·-"':'~r '':0 :::'O':'::;~');:? ,',_" . .;. - .. - - - - _~ ~ c· -:: ,.,.1 -::::- ' "'.. "".' .... .. '"", ... - .. I.... . u, J .- ",f • .... f"'\.""II' '':''~:':''ftI~ ::;r..}:.", .... ~:', .......... ' ..... _ .... :~ .:. ... ....: ' .... _I -..}'.,J.~. • 

- J2r~ _ 



OIl 82-05-01 ALJ/md/vdl .. --r--- ... 

O=J.y for the.,propos1:tio::... :that... f'<>r" .t.e5J ·t.o-:bof:-:.rel-e:va.:.:t:;: -the::'tt~i,j;,i ty~:':': 
:": ..... ' ,.. '_' ".' _ ...... , .. _~ ... ,,, ..,. "" .. v,. I'- .... no.... _ '... ~ . 

mus't have dedicated. its property to a publie::::purpose-:~:b~ d.eemed':-a-:~:'·;-:; 

"p?~l~~,... u:ti1i:tY,::· a:.d :t~~:ei"~r~:. b~::s:u.b'ject:~ge!lera:l11'~-'t<> ~tlieC: 
Commissio~'~s" regui~~io:. .. " .. However,. ... nei ther{ 'the ea8es:.cnor':~he;:'sta'tu"t'e:;c: 

!..,: -... ~:'~: ... :j;=--=''':' -f ... '-''"' .. - .... _,.--.. _..." ..... ''< ., .. ~ ..... ' .. r ... • • • 

support sta.!!' s co~~e=.'tio::._ ~h8.'t,_ simply "bei:l&a:. ~publlc::'U"t111ty~::; per=':: ~:, 
.:. ~ _ ... '::: ~: ... , ~ • _~ ~... .~ _ ~......' .' • • ... .... '..,1 ,_ ~ ,. •• ... '" 

se obliga-t~s the e::.ti':tY ,:to_see'k,_~_ 85t .&pprovalr.as:-;a:-;prerequ1s1te:--:'t.:)::::\,:: 
'" :-': ~ ... : -:.; ~- ;:-- ,'::" r" ,"', ''; ;:.'"; "':," .. : 0 __ '....,. •• " ..... ~. h '.'" .",'" r' - -' _ 

co::.veYi~s.,~:p.~~~~:::~y~,::~, .• .;.,:'::':<-::- :::::;': :'>:-~,:,::-:.:.;r:: ,,"';.," ::;~,:::,: .•. :.,: :'::.' .~:"':~":: 
. PG&'E eo=:te~ds. ·tha"t. . .sta:tt: COU!l.'Sel ~8,":~d.;edicated .::to:''PubJ:1e·~~ ;:.;-;:: : 

. 'Use" st'~~d~~d' e{i:~i=.a~e~'the~';;;d~,,";~e-ce~~l"Y :.;~r ':usef'lll" :trom-':"tb:e .. ::~,::" 
s'ta'tu't~~' ,.':ii : ~;u'ld, r.~qUir~',t~t _th';, -:Comm'i,S-S:iO:O: ~:r.:1;!ld' propei'ty:::.;;:.:: ':,-:,,' :-~', 
neceiia:-; ·:o~:.;~';!:~l ·;;;;;l;.=b·~ca~ .i.~ -~as -,~d-e.d·i"'Ce:t.ed.' tQo1>u.b~'iC'::U8:e;\":~· 

,~,,,,\: ... :·.,rl .......... ':.;:,.. HC..,.! ,~_",+ •. ",., __ • __ ,,, ., .... ""' .... ~ ._ ~, • ,.,. 

eve=. it 't.h~r_e. .,i,s. ~o. ,fac:tual basis to. 'in1':~r.,:that: the: ::subj·ect:\:1>~o.perty.:.: 
vas~lie~~~~.~~'~o£ ~$'e£~~t;_~pG&i ~i:r ~the, d.i:8;Cha.rQ '.:o:f"-jtts', ~l>l%b.:t~c;~,·:: ;; :.:::~ .. 

. '-:' ',' ~~(,. .... _\ ....... "" ........ ,,..v_,,_ .... I.~_ ..... " __ ,. -
u"tilf'ty 'du"ti,esa"t _th~. time, o1",_'the, ·sale_,·,,:::,;;,. ':'-:- "::'~':~';.: -::'~,' .::..:~-; :..'::.:",,' ..... ' ........ ' •. :0\':'. ,,~ ........... __ ... -I..- ... : .... .i ........... _. _ .... ,.,... • 

, , " .. - "PG&E', '8.:-g...l.es. "that -u::.r..ebu tted- ,&:ld· ~:tl!leo.=.'t-l"oVeTte:d: ~e~de:l.c:e, >'by" ~. -: 
..... ~ ...... ':; ~: ... '~I;"'_ ....... ~.'''' _t::. .... ;. ........ ~ ........ ..- ... --~...... .. . 0 

a utility that property is :lot ~~!!!'!s.~ry :Ol>lIS~!_u'l,: varr.&:l.'tfr::a::~ind'~g~,~ 
that § A51 _ _ i~s ,r.o~ appli_cable:_-;-PG&E. c"on~nd8~7tha"t~~Yh±le: t1le~: 

.... "-oJ",.. ... _._ " ~""_'+ ... ·v· _,..~ j~_ ... c .. " , 

determina'tio::.._ by_ u:tili:ty:,ma"legeme,:.."t,-<>~. the: :neeessi'ty:., Oor:';us.e~~nea:s: "6-r..::. 
< ..... ':'" ::' ...... .,.' ..... ...I '" ..... ..... ~ r 'T.' - -.... - - ' , 

property, mu..s,t~ "!'iths:ta:,d" _c,r,oss~examina:ti:O:l:;,a-:ld: :overcome.' -co:.:t.rary:'';: ":; .::':' 
eVide::.ce-,~ ~lle.i:r: t~~ti~~~Y" 'i~-: ~~m!>et_e:l.t ,.:-pr.,:hati·ve ·(e.nd:~,;::j.:l<t~ed;:' . ~ :..-: :.:~: 
;probably'., ~~;,:~~~;)"~ti:d·~::.c~~:~~ :ehe-: :i88ue.,c ,deSe-r.v.i:g:'fu:la:'Ye·ignt-=:an~> -:.~. ~ 
1 s l3u!tfCi~; ~,':';t~~ 8;'~,t'~i~" ~'- fiUd ing~ ;tha. 't;-, "the ;property-: d::s 'll¢t:: llee.ee8'a"ry~'~: 

"- • v' ",', _, _ •• +. ,,",, - - """ .. ~ - .- .. ~ 

or useful. ". -. .' -"'r~" --I~ - .... J •• =~:...: __ ~/'~:.:"- .;~':: ::,:'~:"::"~:~:C::(':' ".;:".~";-:~~ . . , ..... :7' ,>\:_-;~.~io,~='':':' .... ' .... 0#\..1' .............. _ , .... 

PG&E . states:: that tbe.:f'ull'~lmplie,a:ti(>-n:~. of·:, s.:ta:!:t:.eouns.el~8'::::::::c~, ..... ", .... -"" '",.' --, ... - .... ,-" _ ............. '" -" .. -- .. -
pOsit10::." must.; be .. U:ld~~stood.~ PG8:E:varns::that; bef'ore..: eon:vey1Ii~or~'::; ;;>:-:-

d 1Spo~ i:lg' o:r:_: ~'-pro~;ty': ~ 1~" e~~h-- 1:St&:lce,;: the-;u:ti ii t:r' yould -;have~,t~~):' 
• ;~, r,.:,_,:-: .. :;_." ~_.' "'" .. ~" , ....... - " ". ' .. ____ ...... r ' __ ", ""',. -,',-1': 

:t'lle ~",ap~l~eatio_"r.eq~~~:tfng,_.-::.::-- ~ _ ::.-: :'-:~C,:: :::: _: ~ _ ' ... '~ .. _ ," __ ,.. __ .... _~ . 
. "", ""1: ~ .A"dete;m:i:l8.tion,by."the-Commi8Sion-~that:('the~-:-;:,= ::..::": v::- ,<.:. 

- :- ,;.~ ,." - -jrope'rty":! S' not).. necessary or uset,il and ,," ~~. '", ~ ." _ ' ___ '. , 
there~ore not subject to § 851; or':~:""-':"- -; .. ..,." .. ,.'-',-~ 
a1"t e.rna ti·ve"l- . -' ~ ." - r, ~' "" '.,' •. '''' - ,~, ,~ ":, - .", .'. 'j' 

: • '.: "'c' v H.' ........ _ '._ .. " ... ~: 'P:" ,:.::, ~:.: :.~ .; .... ;,:""""'"- ,. ,.," . ~ -,.< ....... ,,~, •• .... .. ... ,'.' 

til - - "l " "- ,.2, •. _ A~in~~:;g ,:t.ha t: ~,the:p:roperty . .::18' :nec:essari ~or :; ~' ,~ :: ::' /, .: :: 
- -. . . usetul and requesting au-th,~ri:ty:_to: ,cone-lud-e. " _' ~i' .~. -;; ':!::. C::0 ~ 

'the -tr&:lsaction under ·~'"851";'~·w.- .. ---' .... "- ' -

- -1'3~ ;.. -
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" .... ," .......... ,'. 

Pa&!:- .e_ol'ltel'ld~:· that nei'the-r:' the Le'gt·sla-ture.c ncr: the':' comm.iss!1;~ ":'::: 
i:lt~:!.de,d,.,eu<:h a: eO:lsequence; -, -:> -: ,,::.:- ',:'~~:",~::::~ -: ':' :.:::-~ '-,':::;:>.: " ,-

. . - ~ .. -..' ~ "",',,,.... -', ~ ...... 
PGU 8.1'g1les;:that~,sta.!r:: eou~el"8'·:· "onee dedieated "to-pu.blic'- ... 

\ - .... ",_ ........ ., .... ,_ ~¥._ ~"-... ~.\. - :" ~:.":.."~ ~-.' .: '::.::-:: ' . .1 

purpos~',::; s.lvays,:; sub'ject to'~§-:~5'f "·~:s:e8.:ldard -would" impose -:t~~~~ir:~~ __ . '" 
adci!l.istratlve::a.:d : reg.ila'tory<burde~: ~~the::uti!it!es ~d -the ~. '-.~ -
Commi~S±;:l.~' :For-:exa.m:?!~; ;'PG&E-:e-eates', thai::prope;ty.·":~eh- ~ as' p;;cii~, ',': 

. ~~""'_),,\_.,_"-r "":: .... ,., "/.:::' 
paper, and vehicles were purchased a:d operated wlth '~atepaiers- -

• . ~ "'" "' .... "" , .... ~'" _' .,:.. ... k. ~, _ "" __ .... , _ >(~ ~ ... 

t'ti.:lds,. ~a.re---tlsed,:-to;'diseha.rge -:p'!lbl~e U"tili""ty- obliga-eio!ls ~ 'a.:la, are 
.. --'" ' .... "'" .... 

~dedicated:_ to- a :'public -pu:r:pos~;..'" '. :-:PG8:E "ar'~es' -ell'at:; -~c.c;;r~i~g "to _ . _. ~ ',-, 
stat'! cou!lsel ~ the uti-Ii t:r ~must::-t'il~ :'li:.'sW'11cati'o'n: u~a~r"; ~ 'S5fto " ' 

... '1. _.... . ..... "' ... ,. '~ ... '._' - ,,~ ... _", ~" .. : -:. .... -:- ,-.::. ,0.:._':','., .. : 
deter.m.i.!le.v,he'tber such<prop-erty '''rema1::s' "necessary' or 'us'erul, "" be:f'~re 
d1sposi:lgco! ::i:t.:';: :.O:.':,a :ta;r·ger'·~seaJ.e;; rta:!i eo&sei':' S·:':1:.t:e;:;;:ia~=1~o'; " ';. 

, • .. ,...,. • ."..... ~ ...... "'#'r .. r" "~-.', ...... "\.,.....,- -' .... -"""~ 

would s1ib·j:e:e"t·~sa:J.:e-s '~!, !u~l:::o.n to::§ ;-851':"~SuCh1'l:lp'oslt'ro:i' 'o:r'~§"e5\--
, '", _, ,.. .. _ '. _ ",. ~~ w ~.... ~ " --- ." 

would all b'.lt destroy the utility":s:':l:t"m£"te'd' abi:lity>to :'seii~'ofl '00:: "" .--
..- ~ .... ~ 

,.r " .- " - -' " ,-, ... ,'" ~ "'-'., 
'the:vol:atil.e- Sp01; -mar-k'.et:; .. ~:part'feo.larlY· '1£ :iight -'o~ t1ie"llke"1y de-lay , 
in. ~he: ,Commissio::;~:a: ieacn:!:!lg~':a. 'O:ecln~.-: ': ,.;:'- '.:':':' ":::. -::" ~ ,~<~~.: - - '~~: .... 

PGe:E· ftu:eher: 'a'r'gu-es:'that: the: ~D:.( j~~cedure :e(:ra -iio't -: ~ 
i!l:t:r~uee~~~ :r.ev.. O-~ . .addi~i'o!lal:- s~rVi'c~ o.b-J:{gatio!l: ~o': Caii:ro:~:;;!~':';- '" ", 

... ... • "~r' ,'" -' W' ~ ,- ~,' ," " *': ."" ~ • ...". ...... :' .• :,.,:: ...... ~-: '~.. ~ 

elect rie::u-e-1:11...ti es-::. -:-~It:-s'tat:es-: ~that· -the- o"bli·ga~io:. to' "'secure a.' . 
future e:.~g su?'Ply~tfha.s.-always, ~x1,S"tea:~ EEDA->s1iply: l;t'rod:uc'e:d.::~~- .: -- ',"-

f A' ~ .... ....... , ..... 'I"'-<-~ .. 

ratemaki:.& mecha.::is1n.,:thtrt- allows::a,:- sh'a'rl:.g. betV'eer.:: rat'-e::payers' a:ld" '" - - '," 
... 'j '- ... ' - ,~-~ - -' ~ • .. ,'" - : ...... ':' :,~ ... ;... "'~"'~;.,." ~,; .': 

shareho-l-d.ers-:- O'fsome7o!:-zhe t":i!laneial: -r'is-ks- i':'.-v~lvE'd. ~ :b.-certaln. .... , " ~. ... -, ",- " .... ;. ., ' .... 

e:.ergy exploratio~ a~d developmE'~t projects. Similarly~ ~h~_'-~"-

COl:1missi¢:l.~.s:;. po'ssilJle'::'terminat1o~- o'!:' EEDA" 1; OIl:; 82::'67:01':'yo~ld not 
redllce--:P~.E!~'publiC-:Utility:·:ob-ligatioD::-:: PGtU: observes" th~t;:i't'-:i~:':"~:'~ 
because.', of: PG&E' s:::- transformation:- into' what"; stai:r-: earis a::;m6de;~': ~~':.:: ~ -,:.' 

. . .. ... , ..... .,.,.., :. "',_._r-. - ""', ;",:~ , .... 

public u'tility~ prrovidi=-g ":lon-trad.ition&! ::serVi'ees"':that"PG&E"'was ,- - .. 
able "to .... ~limi:.a.te:Monte:zuma.·:::trom~'£ts:-:res.Ou~6~'~p'ia;~.~~:s~).1 'its out-

"" ~ ._ ,-.. ~':,,: .. :,,: -: ~ ~:":': .•. ~ :.'" :. ' .. :~: ... '..,I... ~.... ',~"~' .. .- .... ~ 
of-s"ta.'te coal hold!:.gs~ , _ .:.;. ~. __ .. ~-.,-~""""~:: ,:-:.:.,,:"~: ,,-:-

' • .;. ~ I '", • 'v.... I ...... --' '>I ........... ~ ... -:.: • '" _ .... _ \. .... , 

We are persuaded that PG&E has eorrectlj" ··i-::.terpreted 
. ...' ~ 

~ 851. Aceord1·ngly ~ye-r,eo:lelude:;;t'ha.t-'":n:o -:autn&ffzs.i1:o~~s: required to 
.. T, .,' r..... . ~.. '" ,,< ..... .., .. _ ", ./ ' •• : n~ '":;::':'~ C ~ :: ": .,~ -: .: :: ~:~ .... _ .... ~ ..... -

co~lete the sue- -of -the";pro:p-er.tl..es. '.:.:r, ~ .... rr .--:~: _::--:: .',;::,;"..~~,::: ':..~~' 
• I " ••• / • ... ,. "- .. ~_ 

- -1~ ~-
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:::: '. ·.t' ..... .l~ 

S"ta:f't~ c.ou:sel,~woul<1.: have: US"';con'iirUe -"7~ 85't-;'i;:;':;eqJ.!r~;';;:~':;':;': 
--", , .... ,.~./ ... ,,'::':(,1: ....... :: "_.-. .. '-.#' ..... ,," - ' . ~ ._ ' .. _ .. _ .• ~_ •.• ,.,..' ....... r.,.-~; .. \'/" 

advance appr..c>:v:s,l ,o£... "tb.e .sal-e of.:a:y:· :Pl"~:PeT'ty: 'that: was .... 'ev~r' ne~C"eS88.iy 
'.~ ;:: ::; ':'; :.' .. - .:. - '.' ... ~ •• ' . .. -... - , 'r , ',- _ c' ,.. t"," - .:, ", '. " -:: 

or useful. '. _ Thi.s .. c,vns"tl":Uc't i on:~~1s extl":emely:' 'ourQ'e:iS'Bme~ ':8:nd· unw'orkable p 
..... ,.\ •. ., ..... ~ "'"' , .... l·.A. .. ~" ..... ~~.-". • ,... '"" .... . ' ".', I.'t .... ,.., ' ........ _ 

as'vell 'as 1nco:.sistent wi"th "the language of 'the s"tatute. . ~.' .... " 

We c.J:ls'true § 851 't,'J rectu1r,e~ ,o:Uy, ... :that.1=he u'tility obtain 
~',"" , .. ,~, ,"". ,.. ""': - ,.... .' ,,' .. , '- ',' - .... ... 

authol"izati,'J:;' "to dispo8e':":o~:'p'r-()lierty---that--1s presently n~,cessary or 
"... ......... - ,~, ~. - r", ...... '" "": . I :; ~_:::..., , ... , _ ~ 

useful i:l,~"the,::per~orma~ce o!.:fts.:::duties.'" hoperty' "that A is nei;ther_",_: 
.. ',,,, .• '" ,.... , ''',',- ., .. 1..'''....". ~.... ,.~ - .... ~ .......... 

necessary :lor 7US~UJ: :-:may ')be ~ solcl wi'''thou't "'Commiss iO!l a:u.thorizat1 O:l. ,_ ~ ." 
. ~ _"..,A...... ~.,,..'. _ ,",... _ ".... " , 

. We, ~i·::.d :'that.:-these-'":c-oal 'l>roperties :;;;ere~-ti6't ~':ie6ess~ry: ... o.~ .~~efu1,_.for :':' 
pur:p.)Ses'~!\~c·e5-1 :a1;'.'tile ,:"t!m~~of th'e·.'s·ai;~' . :':'::."": .~'. .. __ ~,~ >.:.:' ~ .. :;"'::, 

. ,'... _ ~ '':' ..... ~... ,<, ':', -' .... -: "~t -:: ~ """::' __ ~ ~ ': • ~~ ~ 11 ~' •• 

'~' :: .-S'ta!:f'.~cou:.s·el· -al"'gu:es' A thS,1; tbe C ommi 8s'1 0:1 should ineer;t ~ '. ~ ." ~ 
.- .• ~ "1..,._"./l~~··L~'~·· 

itself 1:lto "the ma.na.geme:lt fu::.c"tio:l o'! deciding whether utility 
property is necessary or :,u~U'l:,. .'b~o~.e:,;in,e property is sold. This ---_ .... -.......-.' -~-.-- ... -
i::.terpretatiO:l of' § 851 do.es no:t. ,des,c-.l"1b.e .. th~"hi:S:t;0~1~appT:icatio!l o'! 
'th:e:s=tafu~·. :; 'We: ~;i :i;t~ a;;"a~e-'ot' a~ pu.bii~· ~PO-l.i~ :e:O:ls1:deTAti-ons: ~:.; 

L ,.' _ •• '_ '" ., ,- -, .... 

that lead to a di!'tere:l~ co~elusio~,~On the o::.e h~d is the concern 
,~.-'.:., ......... 

"that the utility will err by 8ell.i:lg pr~perty 'tnat is ::.ecessary or 
. " ~ ~... ....... . 

usoe!u1, thereby impairi:.g its abilitY' t,'J provide service. O:l the 

other ha:ld is the eC,'J~o=ie co~~que~ce o~ such a~ actio:.. The cost 
...... ~ .~- . ..,:- ' ...... , •• ,,,,,.,~ ... I"'" 

of~"the repJ:s,~eme:;.t p:;:o.perty 'W'1l1'::be a burd~::;l;oil~u'tility 
",":.:: ~, ..... ,'.. '" ~ ""'''- '."' .. '-:" -:;, ' .... 

'sharehold-ers;:· This:::.:!.s..:a.::class1.c':::'1-neta:lce- ot"-ass'OCis,"ti:'lg,. ri8k~ Vith;: -:-; 
-;;';;:geme;;-judgme:lt, e.:.d we are s&tis'tied tha"t "th~ degr~; ':"ot':'~i~k;h8.s 
bee::l a su!ficie:lt i:lce:l"tive 'to make ~ 851 ~~~~abl~ &11 t~ese 1e8.I:S:. 

I::. this case P~2 has clearly show::l-:tha:'t these -coal.: .. 0 
,.. -".' ... :. ~, .... t". ... " ........... ,,' 

j)roperties were- :lot necessary or useful for ~pur.'poses of ~ 85.1.. • .a:t.:-the 
..... -" ." ' .... -......... 

time of 'the sale. PG&:S based its shovi:lg o!l-the~-.excluS1on ot._~'" 
..:.. ~ (" ',,..., -~"".' '" ,.. 

MO:l"tezuma t'roc 1 ts resource plc p which was' ap:p~o;pr1a'te Ullde.:..~:the.-
circu.ms"tances.. Rovever, these properties 'v~;e' '~ever~ ne,c,e~'~ -~~~~ 

~'l;, .... '..:;." ....... ~ ....... w. ':::-." __ ....... , ..... ..... " 

'~" ~I ": we ~"c:.. .:.~ / -::., ,., ", 
"~ • ...,J , --

,.. .-. .... ,.. \. ...... .... ',. ........... ,:/0 ... " '., 
S~!.., !~o ---_._-

--1S~--
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ALJ/I!ld 

PG&E's.:-.e.aleul.a..t.ipn <>'£:. ·th~.- .~~4:;4·2Z:m'111·j:~n::·afteT-t'a:x-: g8:1~: 8:8Sum~'8:~ tb'~:{ 
...... • .. .... - " ,'" r- ~~. _. _ .... ~...... .". ,) ..... ":, _ "'," 

the sal-e,~ p:roceeds·.vil-l;-be,:subjec~'::'t¢"':bot.h~":C·al·if'o:rnia:~ and-Ut'ah"tax on'- . 
the ea:pi~a:i·~·~~~~s~ and :th~:t :for:.;.~he::eseroW'~;aceount:;earni-n~~rlli/b~~~ ':'.~ 

~- _. - -. '". ~ . . ,.... 'r: ~,.....,... ;';" r. _ ,... , .. ;t' ",0 _ ~ ...... ," -

sub j eet .. to (both sta. test income tax:;,:-' ·:The··:CaI1:f'o-rn~a· eap1 tal" gains' ta,,(' 
porti.~~~i~~$7~~T··.~iili~n. ::: The,:,treatment~~o:t:'·th:1s";j)o.ri~on:-:or~ !~::=~~; 

...... ".,' .... .. .. , - ...... 'p '.,.~ " ....... - • '" 1 ,.... ........ )... ~:.. ':",;--,;'" .. ,. ~ ... ~ .... ~. ....,. .'.' •• t 

disc'Ussed.. below ... " .. -r .• :- -.-' '" .... ":','<>:: .,,::,.~::: ,:,:.:.; :~ "::,,~,,;...-,, "~ ... ~ ... ~-~ .. ~ ','" 
.. , ": . . . - _ .. " ., .. " , .... '" ~, . - " .... .. .. '- .' -~ " ""~,.. '": .~\ ..... --;: -: .':.:: 
.... :..PG&Z '·s ...allocat-ion is~ ..... base.d':'on·-:t.·h·e:"yercentage ~o~' r'ecoraed' 

cost.s ..i.nci~e.;i :i~~;at~, base:~~ PGe:E ',:e!a:1'lnS'::thA:'t -ttie;::-re2(;rd.e~ co';~: ~~ ';,.::-
... - ....... :""' .... , .. _' .... '- ........ -, ". ,.- '''~.- _~ .. ,.t- ---- ..... ----

. all,ocA. t;ion p.rol>O.S;al .. -:best: -:r.e:!l.ects the PERC' Un'ffo-m :SyStem o:r '-A:cC'ount·S'-· 
" ... ~... ~ ..... _... • - . "'\ ..... ..... • .... 11 "', ~' "'* '...... ".......,. - - r ,- ... .,."''If ,'":. 

and ..s.t~"l.d.::t:d..ace.o'\lnt.i:n!t,:p!"ac.t.:£ee-. ;-: .ConS:isu·nt- :v±t··h "tn~ ''Uni'''1''o'rm ~$iS'tem~ 
~ .... , ,,~ '". ,~ • - --~.... . - .•. , i.'..., 'r"....... ., .. '" "'. _ ... .r:,.,. + ,"'" ""'to .... C ":" ~ 0'~ :t. .... ~ I:" 

of Aecounts ... .:.~~.e~~r-ec.o-=:.d·~~ eost: me:th.odi1>ass-esthroU'g."r· "t'o· ""'r'atepayers C" 

-t:he. por.t.i.on .of".the ,g:ti·n. att.ri~~.abJ:e: ":'to: (:th-e "PoriIon= :61' tne"::"ove"iiiyC - .,;' ~ ", ~J.... .' _ ... • ..... .... ... .• r • • 

invest~en t previ o~sly wi th iJt -:PHE1::..-: ':, ." ~'.:-: ~~ ::':' ::::;.~;:::::- :: ~ .:?, ~;~ -: .:- ;:;'::::. :; c' .-:';"';" 

, .- .~ ~ ~ .T.h e ~ .r.ec.o:d-ed- -e~s:t:- m-e;:nod:; ··r.ei:J:ec:~ g:\ :tbe: "cay:Etal ~eoSts. as 
.:.. ......... '........... " 0.' '- "': ..... _..... "-' ~ ... t ,'" ... , ..... ~. 

repo:::ted~,on.. PG&E:s,,eon,so-l:id-a.-t:ed::·,bookS;:so:tbat:no-; sub~'eet:{ve-:cBJie.lysi"s·' 
~ .. _ -'. ' .... - _... .., - ....- ¥.. ' ~ '., ... -, 1">..... ,.. .. ,'. 

no::., .r,ec.ompu.tat,1on.: ,o.t:.,t'igu.~es::-1'.s-;:..r:equ1:red-'..,"·:Ea:Cn~:;d-¢-na:r>·sp~n~ :fS". J. ~ .. _, 

re.co:;d.'~d~. At"';' -;.s:bo'ok 'Y,al~~ ,.ega:rdlesS: of.', vhen:~ 1:'1;: vafi' iPeni-":" rOT 'W'WS:t- '~i~': : .. 
v~~~~~.~~:t~ ~.~~ .. ~ ~,:~::: ~ ;~. ',::: ".;:;: ;": ',: ':'::: ~:: ,:'~ :-:;::,2 .:: .. : :- .:: 'c .. :. ~:, ."' .. ' _ L:. ": ~:~ _ • :~ ~.~ <\:- ~ ~ ~ 

.~,.~' ~ ·~G&E:; ~oin:t~ pu:t,:, ,that·; .P~E.:-and·:· 'stafr: 'ea:en ~d:e:teri:iirie'dv tll'e- pre-:':' 
. ',_' c' ... \. _'-' - \... , , ..... 

tax .. ~asls~ of th.e-· ccal:-; ~ro~r-t:ie-s~ bas·ed. on:, the:: reco:i-did: cos~:s-~·~':-'iG~~' - ;:. 
',' ,~.","".- ...... -.--.. • ....... '" - .... , ".. ,. - ..... -- ..... "... r" ... ,- ~.~ - "." ,'. ,.: :; 

argll.es .. ;tha.t;;- it:: would,>;be un·rnsonal>-le::to::uSe one s'et .. of" nUXllce-rs- 1"o'r'-" '" 
the ~ e~i~1;tion~ot'~:the.':pI"e-tax:::ga1n·?:;8.lld'.'theri.:t~·8U'bJ·eetiV-ely ilter :.,~ 

.... - ,.- .. ~ ,.~ ",' "' .. ',' ." ..... .,.,,1'.,.-...... , .. r."'1- .. ~ ...... ...,,,~ • .;,:'r: ... ;.','~:! 
these numbe::s .. ,:f'or..:alloeation::purposes,;': ~hus':'P~ claims' tl'le,t· 1 t- 1s" 
1m:per~ti~~'~th~~ ~G&E.',s'nonacqutSi:tion;:co8ts::~e(·e<iuitabl:Y~~treatedC1n~;':':-.: 

,J' . ,"'~.. • .... , .. - < ,. - ~ ,.. ,.... ~,_.,. iY :'" .,... .-, ... " ('\. 

the p~o!it. ;.,all:ocati:on;:·-PG5-~·:·sta;tes·;.;that·~·eaeh ":sueh cost;::£s·':an _".1.' •• _' _. .,' 

approP;iat;·ee.;Pital expenditure p each ia:ap:proprfa-teiy:irid:iude~: "::r:<.;.; 

vi thin . .P~:.s-, tax' :;:basi:s; -:partiC1irar-li ~8-hice ':tlle' dev~r~:pm;nt~r c:osts _ 
.• -"- ... - • ...', .... 4>'" ~..-. ~ ........... ,-. r':'-ri ':o_:"!_ ::;-~,!"'.=" .. ~ 

ver.e, ..nece~ri.ly,,,1·n-c:.-une-d:.,~~o:;;.en.a.b1:e ':'P~.E::to- ·se-ll -the COal -pr'opert'ies 
..... ~ " ~ .-' r • ~ ~ ....""'. _ ~ ___ ... __ r ... , ". , ____ r". :: I~r '"'::: :...:: .. -:: J~.~'" :-at eueb-ca prem-i\Ull ,- .• ~ .. ' _ ..... _, " r,· ... '_ r, "._~~~., __ -- •• ~ ..... --" .. .. . ~'.. , . • . '.' ~ • -'" - ' .' - - .' " ... ". -. ... . ~ " .. :. • " .. ~ - ,_ r::'., 'C'. rc ;., .., " ,", ;; r;.: ,':. :' .:. -: 

: ~ ;:~:-:::; PG:&:&- ~:furlheT·cont.ends:~tb'-a:t~~.rlek·iS" an -important' er':rtex:fon . " . 
r ... -.:_ .... , .. , i:'."~"'''''·'' ~,.,,~ ""0 :)~~.r.: '., .. ::' 

:ro~, :~~~rm1'n'1ng,'P'!"ofi t·, sJ.1::oea:t::ron::arid' -tnat: the recor'd'e'd' cos't·· 

-1r':"-
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" 
allucatiu:'l. method... m.uS't_.a.ccura:tely' r~n:eettfthe:..' risk be-rite::.::: ~"::: . :::::~::: e ,~':' ::",-,~--,,;,,,,]:, ,:~",,~, .... " , , ," .•• ' • ,.--,.., ~".~ . ""t 
sta:te,S._ :tha:t_ risk,. alloca~~o:J.::and,:,pr.o!'i t-: shar1:lg": are': tU:let'1ons"-of'-" 

: • :.' ,_.', '. ,.~". 0' , ' '" .. _, _. _.. """ 

relati ve -eapi:tal~ eontributi,on .. ~ ": PG&E,~, argtles that 1 ts shareho-ldera) " 
',' ~ - - .... ',. -., ... " - , " .. , • ,-' ... ~ .- .. , - • ~'", .. ,.! •. :i 

co:rtribu~ed. -:f:O~,.o!,,,the;:,equity,~:tnvested 1:'l.:the prOject, rat.epaye-rs' '" .. 
,0, ••• ' ',.>e_ ',' ,_,,' ~ _, •• _ ,.' _ , • '_-:- _ .... ".;. __ .. ' __ ,~._ 

simply, paid~.'the - carry1l?-g:~Co8tS:."O:'l.~1:h~-::port1:on.o!' ~the::i:lvestme.nt'that ~._ 
,I., ' .. , " - ~ "j 0' -, - ' ~ '-! ',,, ", _ ... ~, ., " ,c 

vas included i!l PG&E's rate base. PG&:E claims that whi!~.,these""'~-'--~ 
carryi.:lg~ costs ...,i:l.Clude "a,·.returll,compone:lt,; they 'do ::idt :;iie'i1ide 
opera.;i~g:' "d,e;~e~i~ti~~""~I: ,~pt:o'pel':ty ::'tax cost.S; (Jr' ~'ani =irivestme:it '-:ii:' '", 
:pl~ t,_,,~. = ~h~~; "~~ .:~O~C:~'1.d;e,$ tha't: i;,tS" rl.tte1iayers· '~·.,,';re;:ncYe:~ r£sk 'oj 0; :', 
S.n7.p.o,~ti:o:n .,.ot, ,·'the~ ·$1.3-.. 9.29 .~m.1'l:lJ<>:J: :i:l. .PRFQ';;:~ '"A."bsent· ~t'ne: ;:req,i:rrem~:l~S):: .'" 

.. " .' '." .... - ~ ~ • ' ..; • ". ,,- ~ .( - eo - ~ ... ~ ,_ ....; ". ~ 
of th~. )~E1:t.C, :,~:U~o.rm',,:~Y:-S:t.E'm ,o'£:, ::Aeeotm'ts,:: PG&!l &r~'-Ij& '=tnat· ~arr- " ,. __ . ~ .', ~: 

.... ~ - .. ~~ ... ~. ," • .' ................. , ... --- 'j'" ."\-

alloe.a..'tio:1:- rlllad~. e~eltlS:i:v~ly c:'!l:P0!l:;:Tl:sk" ~e'rj;~r':ra;' 'W'ou:rd "provj;d e' '1'00% 'ot' " , 
the :le-..e ;ap~1 't'a.l ga1!l to PG&:e' s sharehoFdeTs';": ~ :: ~ . .., '.; ~ .~ :. ': ~.: ,,:, -: :-:::: .~ ': .. ::::-- ":'~ ','::: .: 

" ., ,S:ta:U 8.!'laly~d\ ,-the-:: ~e,eo~d-e~~c'os:t: metn~~: ':pT0i6seo:'~ :b'y PG&:E .,..,. ".u '" _..,.... .... _ 

a!ld. _a.lsu.p~ese:..,:ed., ,e1gh; :alt:e~na't.i'Ve.:·l!lethods.:' ·th:a:t,:'~oU:-lcF·be:- used" i:l'" ... ' . ,-"-("" ..... , .... ... ,- ..... -~I"'I':.-

'~'"'.-~''''' ."---' ," , " ". ~'-··~"'··-"",-~r.- -'"'~, 
alloca ti::l.g .:the ... :let. gains, ~b:e:twee:l:c -r.a.tepaye,rs::. '.e::l~ shareholderS"'.",· .. 'these' " .. -. "'.'" '" .. -~ ... -.. ~ ... "" ... al:t."r,~~~ "":tp,od:1'c are~ la'be:l~d.· as"; fQ:Uovsr,·''To:>e:.~ Y.i'iiea'b-);« ~o~",: ~;S'. • 
Conten'ts, Acreage p ACq,u1si'tion Costs, Time Value 0'£ MO.:ley,- Ra.tepa:r'ers~" 
All"h a,nQ .. 'tW:o~ me.th.ods b:ased:'O:!l:"wei.:gh't.'e-d~'ave'r'ages:.:o:f"':: se·iieT.a:l~:O:!' these 
other:, meth~d·~:~.: O~·\ the~.: method·s p:;the1 reeol"dedO'cost·~~'tn~a a.llo~a~~s:\i3: ,- .. ,~, . , ... '~~~ ," . . ",. -' ... ,......:- ~.,\,--,~ 
the sma.lle.s~,_. port-1,u:l.:.of' ,the gai!l::.,tc:~ rat.epa:rel"S:: "Based-::'onv 1 tS'~ r'ev1 ev; ,-
the s;t~i- ~~;'Ci~d;~:-::tha~,:.the;:record~d:.:cOSt.i~m~thOd(rectu:£res,,:no':~:~ .:'.''':' :: ~'.: 

• '-: .. , '....' -. - • - - .. ..~ .. - • ~. - "'V '/' ", ..! ::: Subjectl ve _s,ssessmen:t as::.'to"2:th~ valu~,::o!';:the-:::respect:rveCrate:payer ___ " 
.; - '-" ". ' .. ,- - '- . - " . " .... ,' "',",' ...... - . -" -- . Shs,reholde~,.,risks ... or.i:lves'tme:l:ts~an.d.:±s ~:'th:e~only method, that aserfb-es~ ~ .: ~ ~ .... ~ .. " ., ',- -.. " .. " " , 

a:l eCO:'l.omic value .,to every .. expen.di-tu~e :ma:d:e:'::-:~Sta.t'~-::reeO_:ld8 .:1ihe:'. ':<',:: ; ~ J? ..... _ '.' ~.' _' w' .... _. , ... 

.4 h d d ~_..a ,.. 00/I'I' ,",,;1'\ 1"':,-,'" _ ........................ "'": use 0:; t e, recor e .. ,. cost -met.w;.M.I. .. · r! ,...: <'. .. •• -: :..,.~. _ :: --: .:,c;': 'J .... ;:., : -:;'.:-.,; .;. .. ,' ... _. ~ . ", _. __ 

-:S~-F~a,;.·~~~~~·~h~r;.;~;,i~ .~'t~~ ~r~eOTd~d :.~o'st: ':m'etll&i:":as ~he ~ . .t. '", .; ~>:: ') .. """ ;: :'.: -- - .. ,,', .'~' . ' .. , - ~ ,-.- .' ", . c ~ • r - . _ "I - .-.' • 

least ra.tional .a!ld leas't· -t'ai ~ ..of",';:th'e <,v:a'r'i~8"- .:78.1"teT::l.8:'ti.ves.'; ... ~:I"t-: -S'ta"tes _ A ',c .~. ~ ~ •. ~ ,"~'...: "~, _.. '_';,1 .. " ,_ ._ .. ' ~ ~ ,,_ . ". ". ~ 

tha."t~ it the Commission is going to make a dis'ti:lct1o!l:bew&en ~'P~'; .~, 
rate ~a.s~~ .• and, ~G.&E,..no!l.rate, b~e; :e.x.pen-d~i~s:~~ .~he '":d1-s"t=~.n.ce:o~ should c: ". - .' , ~ - ,~ '" -'. . '. -.. ... - ,., e "" 

be based on ,,-th~. v:al:u.~,~o1:. ~~, 1'~.~1CJl-lar:,;.p~op:e;r..'t"i:e~ a1;>~~~:'t::r~-o:(~:.c-n~o-
"- ~ .... (-.... ... ...... ¥ '''' •. ". -



" 

'. 
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s~le.. San Franci$co claims .tJ'tat . .aetu.aJ. -cos:t· "l>r<>"Ii~e's::no~ela:.t'j:on8b~:r.:p-
.... ;.'~ '\. -':. ," ": ::' ": ,~,: :.' If •• cJ."'; ~ ..... -.,.'." .-., .... ,". .. _. 

to the q,uest{ono~ __ t.he_ yal,ue a,+ ... the.;'"t.ime: 'ot'; ·th:e.: s,a:l:e-.: c-:-:;: .::.:..<::::. ::<:: ;.':~.::~' 
_ -, .... / ;:.: 0' \. "'": "'\ '.~ ..:. :;.' ..: ~ .:... _.... • ., ..... ,- .. ~ • .J" -' ........ _.... ....... <.. . • 

_ . While. San J'..rane,iseo, !inds-,.tb~·o:t·h-er:,;al-lOea.t.±o·n m-e:t:h¢<rs~ Iess: 
.,''' """ _:< ;," ::.. ~ :. ".: "of': ;~ .... ::.".~,. .> ' ... v ' .. ~.... y '- - ...... - ... _ .. "" - - • 

than satist'actory .. it obse:-ves tha.t these othe:- method·S'·:;.8J;l=·:~ave:·:- :::. 

SOMe. :-el::ttionsh::p. to. yalue •. "TbXLS-.i·t... cha:ra.~t'E'l"iz:e5:'"'th:e 'recorded cost 
.... _. _ JIo .... ,:' "',' ~;,. :~ ..... ~'.'f,::, '." .... ~ .... -' ".,' ..... """ ,. - . 

method" 'as 'the "wo:-st:' al:t.ernative- .r, Instea.d·..vSe:n ·r'ranei'S'co.~re¢ommen.d:S; 
, ..,.. .., ~" -.. .... "):. • .. (". ... •• '", ~I " _ \';: :.... ... y................ -, _ 'T ....,j.. .' , 

that' ihe~~nti;e:=g.?-in~ be. all,oea'te,d .tQ.,.tbe;;,.r.a:t~:pay,ers·,,:::-:::::,: ".: :<;.-: .. : .-;' 
. "--:'!ri:-:the'seei;c;,'~'~:ta~~~'~~ w~',~ ~hall. eonsid-e.r 1"il".st:'t.he:-. . - .. : .... :::- C: 

~ ...... : .... -... ," ... ·:·t .. : .... ~.':~) .:~.~.~ ..... ".~~.tI ''-'-'_ ........ ' ..... ". - ."~' ,- .'- "-~ ,. ... .. r-.,-

'p:-oposition that the. r-atepaY,ers"should. be,.a.lloeated,:;th.e":"en.ti~Er:-gain·;"·· 
It'~;~;-':find~' ~ci<th~·c~o~t:-~~~ >th~~" w~·· 'l{iil' examine .. the· various:-- . .':- ": '.~.~ :-.: 

::.. :::' \ ~. - ~ ~ -." , - - ,.. y .... ....... ....... . ~""'" " ... r ... ". ~ , " .... ~,_ r r"-." r 

allocation methods ::presen-:ed by stat't'. ".,. - ." 

Se.n.F.r~nc.i.seo.states ... t.hat a~maj.()r::cr±teri<)n~to'be-:;a.ddressed 
,.. .. ".~.." I " _ ~,' ~ ... ,,"' .... ,.. - .... ., ,... .., . 

is, who his.·· .. the risk. O:f~ea.:Pi tal ,~loss-o:r "the z:elevant··iIlvestmeIlt?.: ~-San: 
1'.' :,"':- .::.. :. .:) ... ~.- ' ......... >J .. ~ .... ' - ' ..... -.-. .. ~ .. ' , •• , •• - ,. • 

Francisco .a:-gu'es,thc;:t :::i,sk analy.sis#..$hould .be::the key; to'.:the -.>--:.",7' . .: -:-:.>;; 
--: ~.:, .: _ ;.1:' . . ' 1--: • :".~.:: '. ~ _ ." . ', " . _ .. ~, "oJ " .. - " .,., , 

Com~issionts deeisior.... ". ~ .. __ ., .. _.,,_ .. -"~':;~ .. :.,.~'-:- -.<.::' ":-'.:',::':: 
• '".'"",'t*t~ .... c.\·:~~.~-.:"<.:;.; '''\;_.,,1' -.:...~!' .. : ~.~::,.;. .. '~.-'..I"'."'---- .. :,:. - . ,,~ .• -, .... " ., .... "., - ." 

~ .. " , ., San Fr8Jfci sc.o el.aims._ t.h.at .. ,i,1': ,.r.~X,,)l.ad, &Old.~the- pro;p.erUes::.~~: 

at a io'~:; ;; ;'~;the~i;~~ h~d~:t:;;,t .·~~n~ :.~~~thi~ r-ve;tur.~~7PGS~.y.onld ,",-'>:;~, 
. ~"~. ~.. .r-. ("', " '., r - ,.. "~ ~ , .. "! ........ :. (., _ .... ' ... 01> • • ~ , .. 

ha.ve: 'oeen' o-etoretn:fs'··Co=i.ss.i.on~.a.ski.ng ·,to, -hav,e .. i ts, .:10s,s, 81!lort1z€'d ;.::::: ... ' ~. ~ , ~ :" ~ .~~ :-- :, -:: :.. c. -::.. ,;: :,} ,'. '" . #. ~ •• .." ~. ".. -.,. ... I '''; -- .;.,.. .pO ~" • • • 

In' -support 'of' -this positionSa,n F::anc,iseo (·ci tes,..PG&E~s·. d1:re-C"t ' .. shov:trig',: 
"':':.' .. , .... :"::::,:-:., .. :;;. ...... ,.'.- ......... ' .~ ... ..., ...... ~., ~,y' .... 

that these purchase,S, :ye:f.f! .d.i.re~tly ,r.ela..:t..ed· ':to "u:t.i:l'i:,ty-~op:era.t±Ons. ~a;n:d:·~·: 
.. ~ '. oAt. "¥,, ... _J.J ,,_,;"4': '_' :'-.!, ... .,.- _"-' ~, •. '"'_ ..... _ ........ ~ ..... ~ ~ 

were .~th·o-ro~~;~ ·prUd.~n:t", and" .b:o.S:L.~e~ke.-::.:S.an~ ~:F.ra:nc:i-sco :u:gu:es:. ~a:~:::: 
," jo\,..... """,- I"')' " loJ ' " •• ,' -..' ~ ."..... ,." -''-'' ..... "-

the "eoaf pr6p~erty pu:-chases- w:er..e, .d.irec.:t:lY:.x:.ela.ted~·.:to: ~the-Comm:isS:i'on:~s': .~: .. ....... "" __ ,,..' u...... .. ~ 

nDA metnod.ology..J' -..:h,i.ch..vas~ d~si.gne.d·t.o- al;lo),: ~u:ti-li.ties ':to' :recover 
~';' ' .. - ,', .... ,... ,. .. ..., , ., I .. ' .• '~ .... ' -. ." - ... '. , 

from f8.t~paYe!~s._ jj.;e: .. c~~'s~s,o!. .. .eXl>l.?rA:tj.:on: .and~ d-e:ve-l'O:pmen.'t·~.:::: :,::..: <"": ~-::~ .:~,~ . 
. ~ -" '- Sa.n~ 'FrB.neiS·c~:. eon.t'~~d.s~ that-.. 'th.e~ ~Y': p~in~~" ,i1r tha:t; PGU":$~:~' 

act:i:;~s" ~~~e: ·~:t~i.c~~y~,r:ei~~,e·d':;:O·~;~bll;~~ili~Y':- .se-M'j-etr." and~.str1¢tly:":' 
ad opted at't;r~' .th~~~ Com~i,;s i ~~~ ~d·~Pt~d~. EEDA ::t9': p.roy1 de th~: u"t111t1-es-" ~ ~.: :: 

~= ... ; __ .. ,_, ~~ :, ,:~,'. '.. ,. ' ..... '''r .' ' .......... ~. _. '-Co .... -'-' -.. , 

this tyPe of purchas.ing~meche.nism~and, to--:proyi~e:and: ensurf!"~that;'the-::~ ~ 
ratepayers ·;oul~~~·~.".ior··e~i~;;t1o~~d.~ deye-lopmen:t·.;:;,San:Franc.18eo::::;'~ 
pOints ~~~ut ~thai.the ~~en~r1~ .. nDA~ de~i~.ion", ;.D.$S12'.1 .. dat'ed'7November-'~22';~:'·::: 

....... ~. .~ ":.; ',' -..1',./1 ,.:... ~, ".' •• ~ ... Iu a.··.... _. ~ ~ ........ -. " •. 

1977 ~ epe.ci:f'1ee.llY .. proVided that::1:f' So'lIthern~Cali:rol"n1a-:.Ed18on~,:::~ :':~':;;::.c~~ 
: ... _,' .... _ . ..r'",,',.r .. / .... - -'''' ,' ....... ~ .... ...- ~ ... 1' •.•••• , .. ,:: ::.~ •• '~..:' .. ~,-:'-:..;:.\ .. (:., -,,:':r:~~~ ... ;;:: ::i~:: Z:t~·C: :-J~,~~.:; 

.. , ~.~,.., - " ...... a',· ___ • ~_ .' ~~: ... '.~:' ~. ~ ~~: ~ ::,~ .. ,;:--;:: .,~ ..... ~... _ 

... Jv ........ ...... 
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CompanY:';8;: ;(~dil3'o!l;)' :xa.'l,yar¢vl'~s "coaJ: ;re"serve's-' :'W--;;'e"-j9-.it: :~(fi. ~':" ,:' ~,~' ~'~' ~ 

_ • ,.. .. : ...... r-"" _ ~ ....... '" , ..... ,.~ .'~ ",' ,""" I. 
u:lSuccessful pro j.ect:,::: U'fso:lj ' s'<:-costs~;'o\tld' :be'"·8.mortlz'ed· ... over a :(1 ve':' 

~ ..... " ~. 0/. L .. 'h ", • .,. " .. ~ ... ," ":1 ~,," ~~. ';r" 

y.e,ar: P:e,r:i-<>d: .. :: ,'T:b,us-Sa::l::Fra.n:c~1:Sc~ :eO::icJ.ude-s' 'that the' r'1sk~ 'y~ :t~ta.lly.,~, .. .., .. ,', .. \.-,. ..... ~ '': ,. .... ~ ~ ...... ~, .. ' ..... 
O!l the .. ;ra tepay.,eT.s..:~' ':: ~" ,,":' ',:::: ,,~,: ~' ',:,' ,~ :" :.:,\ O! ., , , "" '::- -. '.'" ". ", - ' .... - ' ',. , •• , , 

. ,:,S:ca:~ 'agree$: V1tb~,:PG&:;; th8.t:,~e.sed"o·!l:the: '~a~~r"ih7'';'hi6h:-':' 
the: ~xpe:l.d1.ttlTeS'~ verereeo,rd-ed.:' under' 'the:"U:life:;m Syste'~" of Acbi~t:~':'<' 

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

it w¢uld be impr¢per 't'O:>all~cate::' th'e e~=t~:re-ga.i':l" t'o~ 'rate:pa~:ers ~' " 

However, staff' als'o agrees: wi ill"' Sa::.: 'Fra.ncis'co.::' tha. t':' th~'" ~:;, t-1 re"tY., o"r .. _ •. , 
PG&! ~ s>: expe:.di "tures:wer~ :I»te=.iiailY:- eha.rgeabi~:' t~'" ~~t;:p~e~~; ,,,;,hieh~. ~ .. " . . ,..".... .. .. -. '. _ ..... ,... -""...... --,..,. - ,., ~ ...... ',. .... :. " ',;..' .. "'''' 
stC':f' states.: elil:i~a.tes,":a:lY';(Vi.:>la.tio:i 6'[' the '·U::.i:f'o.rm SY'stem or, ~ . , 
A ""cou~ts. "" ". " ~ . ' . ~' . "" ':, "', -: ';, '~' ~,~ .; -:- .' :::- ~ ,~ ," " - , '"' - ........ , .. ," . 

, " ....". - ,>,"' " ... _ .~ ...... ~ .. ,.. ... .., :. ~ ~ '~\, -: "":; '"t. "\.~ .. ;; 

.. :':':~::::',,"Rega.rdi::.g,~risk-:a:l8lys:rs~ sta!:r·co:.te~ds'that PG&E's, ' 
,. ,"....." . , .. ~' ... , _ "" '~. -., .1",""- r,,"' ", .... _ --I":" ~!7'.... :' .~,.." 

deseriptiv!l :;,o:f"'±ts :"ri'sk .. is 1:uiccUrate ~a.n.d . co:.tradicted bY' the ,_ 
," .. ' _ • ,. ~ .. _, .. ,..... ~:' ..... '~ _ ~ / .. -."'...... ...', ~:-I :.~;. -:::? ,.-~ :' ~: .:.. '":: ...... ;.~ . .o: ".:.,. 

te-stimo:.y v:r:~its Ow:l wit:.ess:' ~;St~:f"'s"tates that tile'shareholder ,.. 
..... ' _, :. _, :... ~ ,~ ... '" ~;''''' r' : ~~~. ~ "::' :~',: "' 

faced o:.1y the pe::.ul timate reg-J.lato.ry risk tha,1: tne "C'omm1ssi.o:l would 
... .. -,,' ~-- ...... -.' """'. _ ,'. ,..:..... ·'1....·.......-, - """ ~ :. ,.., ',,":,~'" -:.... ~ ;:': ,~ 

t1::.ct-,thee,oa:t property e-xp-e:dttures '1mpruaeit'.- 'Staff a,rgu.es that., '"., 
• ,,_ -. .... 1" =......... "( " " ... :.-.t ... "1 .... -, t ~ C ..... ; ' .. -:; _ ' " "", 

such a,:rtsk:::,fs::prese:it'.'f::,,,:eVe'rj:"'Ut:11i?i:r ve:lture' cd" proVides, no. basis -
" ...... ~ , __ ,...,.... ,.-,....... ,''. .... ,..... -,,~,,;- '"': f· .......... ; •... ~ .. \ .... :1;'. 

upo::. ~w!dC'h :to; d.'ls-ti::.gu:ish'tbe :U-ca!! ~·eo.a.l :pr:op'er'"ties' -!rom 'pr.:)pe:'iies 1::._ 
.' ~... _____ ,.... ...... ~".. ,0/ 

wh.i-eh :'the :r.atepay-ers: ':would~ ;reet!i1ve ,thi ;i.~!.ii ~i~i';' ':'u.p6£. ;"thiir . - ", '~,'. '_,'~'~ 
disl>Os1t-i:OIl~~": 'Pt.rrth'e~~m¢re;; :'sf:ice: ~ne ".prude~c'e·oi""thi;e ~!~.:j;s~'i~:~t""s is 

.. " ..... _ ' .. _"...". ,.," ............. ,-, ..... ~ .... '-'-"', .. ,Jt' 

U~co!l't'ro.verted;:. :s..-:att,~c¢ncfude-S':that~;':.th'e:.:.risks·: S:ct"Ual'ly' Do.rne 'bY'·the' " 
,- " ~ .. ", .. ,._: ..... , ._ ....... -t,'.· .. ·, ''''''''-:''',: "',"""""::",7,-:;'--:-:: ,,'.::':" ...... ': '; 

sha:reho:ld.:eT.s- :are:"1::.:subs't'a.:lt-fal.·a:d' ephemeral-.' - -"'" ',' . ._,~~ 
" ... ,~ _ ',... ... ¥~,,, ,.; ....... ..: ".It" \ .~, ,Ii ,., ..... ': ,'-' .... , .. ;::"'::: r ...... ::.. ~:. 

-j ',: ~" ': ,Sta.:!:t' a.l.u ~ret"-ers: to: th7'e ~rat.e1:3.ki!lg tre'a:tme:lt" 'cf'Ed-ison. .. s ~ 
~ , • j ;0,0- ,'" ~ .... , ,_ "'- _ ;0>' __ .', ,... _. ", ..... ' - :.-..... i"~ .~ .. , •• ~~.:: -::- ~: ---: ~ ,,::. -: ;: 

Kaiparowits i::..vestme'::..t as'; i::id'ica:tiye'o"r" ,p~ s"'actual'rislt.· S"ta.!! 
cO:l.te!lds'~ that: ther'e~'1,s: ::.o·:reaso= t'o' suppos'e:' ·that~; '~G&E ":;6~1:a:: ~ece1 ve 

._ Jo, .. ' ... "" ... ',I", ... ,-"; ~ .... " "'" ,~ '~- "'(~.- :':": .: "": l';·' r) -: ~~:'''A'' '.,1 :--:-. ~:, : .,..: " ... , 

less~ .favorable: "treat'me:.t·~ tha:l·Edis-o:.. 'part'1eularly-' si:lce the 
, ,_ ,J"'>'~"' __ .' '," ........ --",. 'lo • • .-T-t"" ...... , ... ...;.-... ~ •• :)-.... ~~:, ::.~." ~,=: '::',"' .. 

Kaiparowits: resu:l:t is,:l;ot:: limited:' to" E'EDA p!,,'o.j'ect's: W 'w St'd!' ,claim,;? _ "'~. ,. 
..... r .,. .~,., ~'",.., ", ..,... .,.. "'I' '" .',' ~,,-:. - ::::: I:, ": ..... , ' 

that:o:this:"':Comm.±ssi¢n.~ permits':the-- amort 1za'ti o.:l of'~ expe::'ditures " - _ A' 

.... _....., , _ ... _ ' •. ~ _ ,'" '10' •• '"' ,.... ....,.,... ~'--: "'/110'" ~~ ~ '::- -," ::: ,7".' .. ' .v< . 
asso~i8.:ted-:vith:--u!lsuccesstul':but::l>rude::..'tlY'-u:ldertake=:·pro.jects as' a , 

_ ~. " .... ; .. "7"" .... ' -.:' .. NL .... ,~ "',..:- -,-. ... - ~":*;.:~ ::..~:.:.~:,:::-
ge~~ral:. rule p ::re:f'erri~g:' spee1:f':t ca.lly'" to." SU:ldesert p':the ~ WESCO coal _ .... : 

, P '_ •• k"" .-.... ~ -~., ..... __ ,... "",~,"'""'..-;\.,"\"", •• ,,, ..... :.,,=", r ,~r 

ga.si:f1ea.t1on.::project,;',:a:id :the':'SORIO project. -'Thus' stat':t'concludes 
that PG&E has grossly overstated the ma~1tuce o~ the risks o:! 10s8 
faced by PG&E shareholders. 

--20' ~--
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.,_ S~a:r!,_!ur:tber<."argue,s tha:t: cons~s.t.e:lcy>tir:S;'th:"a.ee·ouhting 
" : •• " .. :..... M" ,r ... r·~c ..... _'.~ '..", .. ' ~. .... ... •• _"~"', .. ') _~ ........ -;' .... ,"'-

l'r'i:.ciples ~and ~ :the:.:..U:lif'crm .. System of"~,Acco1l:ite.~ 1s"'~eee'ond'at'T' to~the" , .. ' 
d i~1ty 0:f~,:;qu1ta;;i~~or: i~gal::pr1:leiples_ ',' -:I!l:;th:rs~'regaTf~8t8.tf: ~1t~~ 

.... ~ ~ ... :... ",::~ .... : ., ...,.'., 01 ' .' ~ '., ". • •• _' .. '. T ~ <i /I'I~ ~ ... ~ '~',,,,,,, • -- ..... '"' : 

tJ?,~_ c.as~ .,~t, Democrat.ic .. Ce~tral"Committee:·'o!:::the·:;Distric't· of"' Colum'M~ar 
et'~ai"v'wa;hi:leO::' Metropolita:l .. Area !ransit::Commission: 4852 P::2d:'c", -
785(D~'C. Cir. 1973), yhere :th.e .. :~c,ourt';8:ta'ted:. .,.' ¥ ";'~,"'::'. -: ,,~ 

,- ,."'" 
"Acco~:lti,::.g ~:procedures:~:are not eel"'t-j,'!ls'ti:fyf:.ig;- -: ",~, 
11ke.,:0:th'e:-, ~re,~~'to.ry ,ac,'t,i ons 'of :th-e' C-ommrsSi O:l. ". 
'the7 ):,..ls:t ..r,e!l~ct:..a ,ra.ti~nal alJ:oeatio:l ~o:r '. : ': .""" 
eco:'o,mic ri.ghts', and .. resJ>¢.!lSi 'b-i'li t,1-es :.1>etvee:i a ',~ 
utili'ty~s, 'lnvest:ors and, ,eO:l8"1ll1lers:.: ~'The' s'!mpl:e' .. 
fact' that' a::. e.geicy: ,tr.,e.at.s. an ri.t.em a. ce,rtal::l. va'S' ,_ 

, ~or" pUTpvses' of' i -es' u:.it'orm 'syst'em of a.CCOU:l,ts ,. ~ ~ 
does :lot mark the e:ld o~ ~ud1e~-8erutl~f O:l 
"the co=:trary .. ar,eyieYingc,our,t. ,mus.t assure,':.:: ,< :' 

" i"tsel:f',· :that' the",aeeounti:lgpractice preScrl bed. 1,s, . 
, . cO:lsist,er..t- .,,1,th:- u:lder1y:i'ng substa:'l:tive-: 'l'ri:ie!-ples' 
"of' public ut11fty lays. 'T . .:> pe,rmi.:t a.::.:e.ccoU!l~1ng:-:-: 
. d-eviee:" 'to.: d;1ctate-' 'tn-e-' rile or-'lay' i's~ -fo alloy the. .. ,".., . , '. 
tail 'to, :vag., the dog.'''~ (At:·8~ 9-820'.}~" ':' .' ,', ::. '::' :~;~ .:,~,:'." 

, .... • p. .. .. "" ~ • • t_ "'" _ .....' .... , ..... 

Staff ~s~e.tes tha:t :the~ Cir~t Court.: proceeded,:,"t'O: fe.vor~ equitabl'e" ,:,,:':. 
theo;ie~' ;h~~' co;sid.e~" r~iii.ti ve,.risks,~ o1":'losses" 8.:!d. :(i:ic-e'ial;:'burde;;s'~ 

~ ~ • :. : .... : ~.~ :.~ ........... _ ::.:::' ... '. '. ."..". ~. " , • r -" ~ • ~ • , " p • ... '_, .. ' ......... ,"'. r, 4 _ 

borne by rat~J>ayer.s, a.:.d s~a;:e,h~lde::-s~: oveX"-:::the,:'s.tr1ct:;~d'1etates~ of' ' .. ' .' .' , 
' ... , .... ~ '.A ..... ~ ... ~ r ,. ...,.,~ '... • _ I"'Y' ~ ~'. _ .:... J ........ ' ~~ 

aceou:..ti:.g pri:.ci,ples... -~'. -," - ',- , . .- ....::: - " . - ': "': ,', . .." ,_ .. '-
"', ... , ..... ,,:; -= ,.,..:,... _'...... " 'r"":: ":.,,, .. / " .. ' 'c ~ ... \, '.. • ... ,-

" ~ _ PG&E .' a:::gu. es ,... that -::the, 'qnit' orm:::System -: of .' Aceou:lts C 1 s:::: ,.:, --:: ' .. ' :,,:' ::' .:' ~ .... 
_"': ..... ~ ,', .... -.• : :... ,...' ~ _ c-'" oJ ,- .. "" .... , .--\ .. c -.. ;;. _ ___ .. t::: 

eo:ltrol1,ing. It ..refers. "t.o P-U ';Code: ~§. :-79'} vl1'l:cn' 'r'e<I;ufres ''':a.':'I2:i:f!orm - ' 
.... ". ... , ...... ::,-."~!'~' "'-:. '..,. .. ~'<'-~."'" -","," "' ....... ,~,:.~,.;-., ...,., .• , ..... 

sy'stem o~. ,a,ceo1.l::.ts,,..,e:..d.. Commi.s~1:on::d:ec:i:s.ions>,·tha:t :liave -:o~d\ered"the ., 
",. . _. r' ... " ..... ", 

ado:pti~n"oi ,th~, Fl:R(..sys.tem:-:,~ <~G&E. ::poi-:l.ts ·,~"Re·g,.,.!at1'oni:4'21 :1~::8.!idt ;;'::::, 
-: ..... .::.:..::., .. ~;, ... ' .... '.d .. ",,,, ," . ~"....' .. ,'- 01 _.', ... ',,""",,", -- -.; '. '~I--:I:'" 

421 ... Z, of, .:the:, U:.i,f'.or.m ,SY'st~m' 'o~~'AeeoUZl.ts~Yh'1'eh· -Jir'ovrd-e 'the.'t'''gatns . o~ 
loi;~s -;~',sal~s ~'o:r" ,;r~pel"tT.:no:t ,previou-sl:r 'eIa8s:rfi~fd 'as:im':~;~ .':-' 
recorde~' ,as' ~ihe.ri:lC¢me.--:-" ~-.~G8:E.:eon'tend:s:; that-" 7~ab8e::lt ~ 8.iti" -:', ":"::: ~ :' . ' .. ~. 

'" ..... ." "" ~ .... c 

jUSt1!i'cat~'on>' the .. ~mmiB:Si9n,: 8hould-:~t(d1e:re'ga:r(f. :Cali"t'orn"1a' iaW:'" . 
..... "" "', "'" ,;..., .&' '..... • - ....... -.-- ... . ,,,,'" :... - -- ..... ..--,,-' ... 

a:ld 1 t8 ~ OY:l decision.. andorder-.- that:-.PG&:E: .sha.rello1;'d~rs~ be'~:exclud'ed-" ~ ~ 
/'\' " ~', . ..... : .. '-' .... ,,-,' .. . ... ~,....... . \ .,," 

from the" aii~ea.tion.. 

- -2";:?- --
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ALJ/md ..... "'" 

.... ·r' ... 

\ ... '/"- ~ 

:.'':: \ ·,\'-hl ....... 

.' 
., .. PG&E-:-obj~e.:ts,::that.%lo,'w1tn~ss a.pl>ea.red\to'·spO~;~~:\he ri8k e 

> -, r~ - ,r.... ".. " , "_ ~". -""t _ ;." ....,. \~~ ."" ."', . ,_ ~ ..... :"": ~' _ ~ 
analysis. supported., by~ Sa.n.~Frane1sco and:'sta.tt~· -P~E"eo%lte.nd8-th8.t a. 

.~, <' •• '. - _. --'.. .. • "A ,~-,-. ...... _;. "'l'~...-.~ r .... ) ~."-.... ~ .'~::'.~;~ 
similar .. risk,ar,gument: in;the. iden+'1eal~eontext'W'8.s -reJeet~d oy 'this 

~ \ ',.} ..... ,,.... ... ' •• ' ••• • , .,......~, ' •• "'".. .. - I" ~ "... ..,... '-I ,.'~ ~: ..... - ~ , ,o. ,:. 

Comm1ss1on4wi th. respect· to·~:the' d1sj)_os.i'.t10n.:o:t_:;;.pr.o~~t.s..::resuIt1ng't:rom 
. '. :-::-:: .. ~"::: ........ --,.,- .. -.---,,~"': .• --,,~.~-.- ... " .. ""- .. , -.~ ..... _ ...................... " •. - ~ ~. 'O,. ' ......... ',.., '. ",~., ''''''j ~} • '.' ,', '. 'r! 

PG-5-~~s;.sal("' o:!-:the:N1potllo .:Dun~~~,..p.:t:ope:r:ty;: . .in.·.l>~~g..:;laBt-":ge:n~J;';~ra:te-: 
._" .. - ...... .....---.~ ... --,~- .. ~''' .. , .. -............... -.-.- '", " .. " " ... '., " : .......... :" ... ~ ..- :... . ~."." " - : ":. 

case. D.93e87. In that instance,:'we-~stat:ed:-' .',',," '. .- . " 
"PG&E." disagree:s -Vith: the s"ta:!!·"s: 'co'ntent1on: :'ii'n:~;, ..... 
suc.~ :J>ro~r,ty ,'va'S ':neve:r .::rnrat-e- '='b~-s-e';::there!o=e\':.: 
the risk :o1:.;hold.:1;ng·Su.eh:'::p:r·o:p:e~.t1. ~vaS:~b:o;rn'e::bi:".~~. 
the-$ha:reholders:~: ."i.e· .:agre'e·: 'and- :Vi,ll 'n~.t'a:d:O:P:t: ~ :: .. 
th~ . staf!.' s. :l'.':eeommend.a:t:i;o.n .... ~:~ (·D:.:~'3R87·,:- :p~. :9..9'.j~ ',.~" 

T}1us PG&::: eone-l~~~: -that' a:J;:i:~:cat:io-; :,(;£ ;h~~ :~;t:i ~~ '~:';i'o':l"~ t epayers 

would violate .~6~i;;i"o.~,jr.~C~d:e~t:.w,-:; .. := :~.: ,~<~. :"~.:~_:: :~,,"':', = ~ 
~ , _ ". __ .,.~ ..... ~, ...... " .,.'"l.' r.. '-:..''; . '.... ~'''''' '"" " 

p~::: furth~r~ cont~nds::t'ha..t,~ :t:he: .EEDA., ~r~at~ma.kj;'ng''Proeedure is 
-", -.. ': ~. - ~:, :.,.J .'-~ ...... :. -::; .... .p "" ~ ("", ,:l ... '" .. \~ ... ~ ... ...I ~ _. . '",,.. _, #." .... ,'" '~ ", 'W (" "''\ 

not releva:i:(..:t:'O: :~h~~ :p=-.es.ent,·'ri'sk i'nqu'i·rY';;'~~:: ~~:s,ta;tes; :tha..t; stat:!' 
....:' ..... ,,~ ~ "",', .... ,' - _ ...... _ .... M • '~: ~~'.:: _ _ .~ • .:.. _ ,_. _. __ ...... 'wi, _ 'WI 

counsel erroneou:s1';1e.s,sume's,-,:that. t,he;,.,pr,o~r:ty_. ~ouldc have; been 
•. -. ,..... T·,~C ,. ~ ~ ..r" '-,,., oIt J" _. " '-' "-, ' .. ,." ,.. _ :-.~ r"> ...... 

authorized as' an EEDA :p=-o'Je~ct.::beeause' o~·:the KS,1:pa,1'OW'its"'precedent.. " 
• ..... • ...... - - -' - -~ #!" - ...... ~.. .. .... - j': -- :.. PG&E elaims. the.t-.any: eredi'b1'lity'= to='th1; argument'- is undermine-a-by _ .. 

s:ta!!~ ~~~~i~~.s;,: :t"ail\U'e-;-to::a.sk':any~ que$t'16ns':a.'boii~ ~th~VCo;m!~s16~ ;~'~, ~.~ e 
..... ~. r" ~ ........ ,,.. '._ :,'.,#'r .• :._ ':, .",_ """,,\.;"~.-.:"t::...:-:' \::: ~> ... ~~ .......... 

recep-t:·~.!i:ty::.to= p~~~ s-::EEDA.-:appl:!catlon-tbat-- was- eve~tua;!J:y " ~ •. _'- _., A _ .~ 
..... , •• J~ ..... , .... ~~'.- <1' ...... "- .............. _ ..... ,. withdrawn.. Rather. PG&E s1:ates that there were serfous"d'oubts 

.... "- ,,'- ....... , ,' •. - -., : .. ,;:<:. w}'\ether ap;proval;;o!",::the::eoaJ::p.ropert::tes- as"EEDA~proJeet's 1'n the 1979-
81 time ,:tr~e :~~uld:.have ":be:en c~r'tain~:<Fo; exam:pl'e-;'-'th;re ';'o"u':'ii(hiv;'7 

..... , '"' p"- ~ .. ,,- .... '. "r....... _".. _ ~,.<_.~. 

been .. ,quest.io~~::.rega.r.d ing :'Wh:e-:the~ ~PG&E: ;iri't~n~:ed: t'O:~:pr6e-;ei -:';'1th' ~ .. -" .. ' 
Monte~~m~: .b-eca.use,to.~":mere:1y,·~oY.n:'~eoal;2iese-rves;':.ro;::~~Ch'=n~~=sp'e-;c-{i1~e:"" 

...... w.· ... _ • ..:. < .... ~ - _.. ._ .. ~. Y': ... " '.: ... _ "'", "" ~ ... ':"' .:.. 
use is .,Planned. ,.is·no.'t- ,wairan-t~d Ji.tllder: ,::gEDAJ~~:~"·::·';(~.:~:i~1Zf,.'" ~"'?UC" 1'6' .... 

'":...: .- .. ; ..... ,:; ,.. .. .. '" ~". ..,.. ........ ~ _,.. ,,.,,,w, ... ,~. r 

'!IiO.) .~~.E--,:C!'laim$ .:~ha~:,.:mo.~o:v:e~:,; :ther'e ~would;"naW;bein '"se'r'ious" '.~ .. ~~ --
questio~s. -wh-e-the~ ·d.evE'lopm~nt~ of; :an" :o.n.'t..:.:o:f':";s ta'te:'CCOai mi·~:e:, ~ltS ~'~ -:c ~ ':, -:~: 
desi~able,o~ .~·a;l'~~o.;~1a:t~":~xpl:ora.~on~ and~ ~~v'e-l-opment ·~et;i~ity.::-t~:;-::·:'··: 
be S1l:pp~rt~~~~.b;;, ~atep.ay~rs-.... ~ .. AcYd:i;:tlonal1.Y-;,: th~ Ooinm1'Ss1~i':> ~a~'IO'~a~~': ~ ~ " 

- .'-~-- -- ... ~ -' •. ,,:·:;.,::~z-::o!':;.:.. '):'.-: :: . .:,,-:''::, 
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bee:l hesi ta.."l't .,'to ~ spo:lsor _a:l-:E:EDA,::-pro.jeet"::that~yould ~ requirevtheS\'r:' .... ::.::-: 
., .. (.. '." . ~ ~ \ ~, ......... v' ........ ' ., ....... - - .. ........." 

hundreds' of ~miliio:ls ,o"! ·d,011ars=-neee8s.ary~-:to bring the··.'milie':to~"·:; ": ::c 
j'; .. ,- ;' ..... c' ,,-~ ... _,', .4 .' J ~ - 'J r"- ...... ' • • r • . _, , ..... 

eo~~e~e~,~,.'~;p'e~a.'t.~o:l •. ,~,::, ':,:. '.:-::~'< ::,~ .,',:-:';:':';'"0" .. :>"'::.J"~:~ ":',r:. ;:'~';('.;.~~_".:.~ 
" ... ,.,:,.~.~I:.the'" '" .. p.~, a~gueg.:~at ::,th~ ~t:aetsYa.:ld :eq;tritr.es~:cf;·'~'~ . ',~ - .. ~ 

... <_.. II- _ ,', .~ \, J" • -..I r'" , r , • 

th~Demoeratie C'e:lt.-ral. Co1'lmi,t.t~e~¢ase- :."8;r~ gres:tJ:y ::d,·fs:tf:lg.i:fsnable:-- ':""~ 

fr\)m th,i:S ::~~~.,~ ,.~~ar;t.i~eu1at:. :~P.~.:B :eJ:ai.m~ :th.a:e:i-e.s 'r'at':epaye'ra'2 ,:-.': '/;: 

prO,:",i.d:d ,r:::i:~.e~ ;:~qUi~~y..:i~~eS:tm:E!.:lt. ;"::l·o~,:.:suppon:ed: ::-deve'lopm.en-t' ;:ot';-the':-~' 
prope'rt ie,s. thr.ou.gh" pay:!!I.e!l..'t . .o'! .-d.:epr_e.e.i..e. t.l:o-n "o-r ::op.erat·i:lg' e*nie-::" :::-:,:, :::.: ~ 

-,,,'; "" - \.. ...... .• ... -. •. - - ~ - - .. ~i.. >, _;. fI':I, fC\ / ...... ' ,..-

. Further ~ ,;theacq,uisi:t.io!l. was.·!lot,'.:8.ubsid'iZed :e-i"the:r: r-d~'r:ect'1:Y -0"%" ' ~ ~ .• ~ 
~,'"": ':. :.. .,~ ': • .' ,- _ • . ' ''''.' , ,.'J ~ .. - .. "...,.. ~ , r 

ind i rectly by ... r:a.:tepa.y.er.s o-r, "taxpay.er:s:.r: _: ~Las.tly.:,: .. the: -va'lu:e '.'Of':' "tb:e:: ··coal' 
'::' ~ •• ":~'':,:; ;-- ~-:. - .'; •• :....... ... .. ..,. to ~ .... ~ '" ... ~ -- ..... ..... .... •• '." r"',' .;.... (". __ ,~ • r 

propertie.s appx:eei.ated, ,a.t ,.a.- grea..t~r.:. ~a..'t:e: ::tha:l: ~~'"ti.on:;~"-d";e 'to .- ~, ., ... 
-I ,:,. -:., ..... , • .': .c .. ';.,_ ••• '. ..... I • ~. ...., •• ••• . ... , .'. • ~ 

PG&E', s overall e!forts. These :f'a.etors are alleged.: u: ;:d:ts:tfn:'glii"-s)t: th"i 
'two ca.ses. ,_" _ .' .. - .... '-"- ~c ':::"_'":' .-::;'.;",:::-'; .. -- : .. ~:-: ',':-.• 

~_~:_c _",:,~,\_;;"::::J-= i;~: ... ~..,. ... , "._,,_'.J ...... _ ..... __ .. :., .... _ .... 1.'" - ' ',_" .,._"J~ 

, " ~ ",P~ .claims_ .:tha.t"Jlum~;r.ou.S:': eaees:, ~rom~ .:o"ther: jur fBd~fet'lons ~-' ,', 
' •• :'.: ' •• ~. ' ,,-,', -.~ II<" '..t~' ~ .• ". ........ ""'- .•. - • . ~.. __ +' .... "'. t", ..... 

ha.ve ea,e.h., di.S:t,i.!lguJ.she51 Demo.crat·ie- Ce:l'tra:l ·C:ommi.'tt'eei:n:" 81-milar'·· .... ~, '. 
i:lsta.nce~, in..,~~ieh. ~h~ sh.ar,eh.o:ld~.r,: p-ro-:v'i,ded.: tlle;;equi-tY1nveStment~,;.or 

" ,~ f .... -•. " '" _..... -"~ ....... - , ',,* ~.. ..' # ~ , ....,..' _:.. .... 

paid ~he opera,ti!lge,xpe:lses.ror.-::w-as.· :l.o:t':; 8ubsi d,1'zed,:, bygove-r~eUta.l'- -"' 
entries. yr' "'~~'" ;eSP~:lSibie.,1"~r~ the., apprec,ia:tio:l;~,::: PG!::E 'sta.tes:; that':: '} ~ 

.', 1. '~, , _ '\ ..... '. • .. \ ".' '-' ......... ' 

seo~e.rai,. of . ~h~se". e~se'~~ va.cated ,Commissio:k: orders~ to,' p:lloeate all": gei!l.; 
to" rit~:paye,..~:·' ~d,e.aeh~ o~de'~~d the~ shareholders.:,b'e:: avarded;.;:the:-:::- ,:.::':<.~ 

,,,",: ,-,:. ~ " '.:.: . \ 0-' .. ' A.' _' ~ '- ~.'.. • .. "'.' ' •• :: .... • . ,', - , •• 

al1oeatio:l r~ctuired under the existin.g aceoullt1:lg,::rule'~'~.::: ':.,-:-,~-::::.:: :::::;':' 

.,' . _ i~ We. -::a~~e ,,:~:i. ~~ ~~~.:-:-;pa.t;~ie-s~·::tha. t ~'rfsk·.·analys1·s,-'8hould be the 
maj or . CO:l~1Q.e;~,a.t10:l und·erJ.y:1ng~:'the :'allocation ~'o:r·;"the··ga:i:l~:' (or:-:lo8sr:::; 
betvee!l :~sha.r~h\)ld~,~~~d -r&tepay:et:'s.,:-: :-Whi:J::e the:re:'a~ :"8e'V~ral ;:.,~;' ':"~: ,: '~',i 
CO~i:~~i'~; d;ci;5"~:l; -th~~ do apply this princi:pJ:e, ":eaen ":1naJor"<-~':" ':,,',; 

aba.:ldo:uu~n.t, p;r,ob:l:~m: ~u1d, :::be ::l:e:v~ed ':on.':a:n ·:,:tnd fvid'ual: ~1>a.sis. 
_._ ..,. '0" 'r..... ~ - ..' po ... '. _ ... ~ .. _ ~ _ ';., :.. ,'A f'~ .. ,.~ ',-'_ 

There:f'.o,re. ,.w.e. e.o!l.Si.der. -thes.e, :o::t~ \,deei:s:t:on$;:1:l:formati ve- bU't -not ~'., , - e --

dispoS£t1Y~·.:oi ~th~ ":"..e:~,. r.isk:-i-:s ~har.ed'--: ~,::.:·X ': -: .,:':--: ;:~: . ::,~ ~:" ~,:: 2: ~:~ .:< ~:;-:;.::, ': 
.. - jllo ..... __ ..... _ ..... ....... • 

... __ .. ,,' ~ h :this. case:-~Y.e:: h8.:v~ ~a· ceompl::e.:te reeord:" =O~ "tb~ ;.;rae-te ..a:ld;~·':o ::..:, 
..... ~ ..... 1 ....... Io,. .... _ .. ,~ .... - ...... - ... • • 

e1reums:taneee. 8urx:o~.d:1:!l.g ,th-e;' aequi81'ti~~:development:~,~ &n~': mJJ:;-:oi-c-,~ . - "'.""~ ............ , ..... - ... - _... .. 
these coal propel"tie.e:.: o' ;liC.tha:t:.:Y8.'8: aJ:l--::that: vas at: 's:-ealce "here we 

, .... .i ,,-,_.",- .. - ~ ~, ..... ~I 

cou1d,_ .r~ach., an.. ,1n:f'<>rme.d :d.e-cia.ion,. TegUdi:ng: th:e: ·r:rek, &l~oea=t1·on.=-::·~ ~ :,.: .. 
• '." >.' _ .. -w _ ..... - - - ,.-. • 

-2~--
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Ro .... ever p :~our,:cone1deration:· of:the<; 1mpl1'catfons(,and :::coil8eqU~;6~s'~ot"'" ': e 
. _ .,' ,~ l _ '.... "". '''1 ,... (" .~ ... r .~....... t': ... t') ."., ~ f,~. ~ ~::~: ,tIT 

our decision ,leads us ~to conelude";'that~:the-r~lat1ve -'risks in this 
"'r. , ... • -('~-r-~ r,",,: · ...... ~r""":::,:,: 

ease should be properly evaluated 1:J. terms of the·'r:tsks.' !:n!~<>1. ved 'in 
undertaking.:the:ent1re,Mo~:tez.uma:-proj-e'ct,~, ,,',W€i expeet "tha-i7~ will, 

" .,' . _'" -" ....... _ ,''"' __ A'" ,..-.,\,"" ,", - -
seek ,to- , recover -s.ubs'ta=:tial CQs:ts ~'asso.C'.1"a:te:o.: ~vith:..:~~:tuma:""':~n~..ots " , 

.." '''' . ' . , ." . ..... 
:lext ge~~ra.l.-, J:&:ee 'ease-. '~Th~Ltrea. t.1ne.':it . o::r~th'O:s-e. "'cos--ts sh'ouid.~b~':'" ,~c .... ~ 
conSis'tent:~t.h. :"the, ~t~a:tme:l~ :o:tc'the" ·:gain: ::i'n ~th:f3: '''Pr'oee·ed:~i .. :;: .:A:tri' ,:": .. 
jud~~~~ ::tha:t- :"~.:v.ou.-ld-~ :.:make .:l.VV'Wour~'1>e- '~prim'a:"tuT'e-: iftioU'i, th~::- ~ ',~'::' -: ~~ 

• , .. , ... '" .. '" ... ",-r;-'~ ,", '"1~' - -.,.',,.~ .... "";':;r:: 
benefi t ~,O! .. ~he_ ,r~r:d. "that ,:rllJ;.b'e: ~:eve-1.bp:ea" 1:i' "'thai:" ~C'ase.,· 'T~·ere!.ore 
we"d.ete.r~ anY ,'d,e:t,erm1-=.a. 't.to::.-:-reSa:"d:rng::r'isli aJ.'~loca.-t'1'o!l; ;~'~ tli1s': ~:1.~;t~e~ 

....... " .. - ",.,. "." ' ..... , .. _ .. ',~ _ , •• __ 1"'fiIA ~ :"..t\:. :-:~>'"7'':''"':::'' 
until the ,gene.ral'~,r.a.'te-:. :case': :0. ec'feion:1 ''W'h:e~· we 'bave"'th'e'remaino:er o:t" ~:. 

'- ,.' , , __ ~,~ ... ".""~ j',' f,,*t'r""'l ~-..... : .. ""~"'\,.t\:'" "'''':-''',~--:,.''', ;--:"','::':,V''',.. the, p.r~j~e:ct~ :b:et:or:e:- U15 .:", : :, ,". - , ., ,-'. ~,'.. .,.'" • ,.' ,-' ~ - ,.', - - • , '.. .. 
~~ - - '.,., ~·.r'I'··'''- , .. , ........ -

The risk allocation question applies o:uy to the p¢rt1o"il ot' . " ~"'"",, 

the ,ga.in~.tha:t: ·i;s- a-lloea'ted,,:·:to..:'the~ ri~n:r·a't~':'ba;e-'l>r'oper-eY.'::':"There is no, 
- ,"." -,' ~. "~ '~"", .. ', ~~.".,... ~.,- .... ~:..... {.~,..., ... " .~',:'-::~": 

quest1Y~,.:ell~:e-.:. the amou~~_::t:h_e:'-g&;1,~aUoeated 1;'othe-:''rate-bas'e'"'' . 
pr~p~!.'~y:: shOUld 1?:e.: ~ur.:.ed;: to.:' "th'e~ r'a'tepay'ers:~" :87- a.il¢~·a.t'1;g~th~:·~ :::;: ~ 

_ ....... ,..... ", _ "I ~ ~ .. : v <_ ~. 04> • ~ - l."\ \- (,", ..... " ~ ~ :: ... ,-. ,= 
_ gai:l.:: b~~:.re.e:.: 't.h~-;WOj':pr,jpert:i~s;c ye-:e"~'P~o~~~,~~?:~,,~~;~~a:; ,;,,"" ~ :-:~ .. ; e 
rec~g:li 1;:1on,~~ ot ~h:e.:: mi:.imum;::am¢U:lt", a.llcca~ed ""tv~ th'el,.·ratep'ayers" w,hile 

.... ' ;~ ... p ~~" ,,'.... ,.., ,.', ''', ," ...... ',' ~"', ,., ~ ':- .... ~ J":', >. -:.~ -: .::. "': j~:L ~~', 

dete.rri::.g c-o:ls.1derat1o:l::o!":-ehe-:d1s:p<>S'1t1o::." o!"the rem;\.i:lder. - Thus we 
~ ... -.- -! '. _, .:.._" ;./ .... ' ... ' .... " ~''"f',.~, --_t.,~ ... '~:-.,'\::-··.:::: ~:,';:" 

:f'ace the~quest1o:l..': o:f':'-ehe:' allocation'-' of the·.' gal::."betvee:l the' rate base 
~ ",..: __ ",,,,"'''''1 :"'f::"'-'''·'''~.r''l- .... v~~:..\:":J .. \p-~ and ::.o=.rate base:"propert1es';~~:':; ~,>:.::--~;::~.} ',' '.~ .~-,..~ _. ".~~. ~,." 

"~ ,-: ': -< ::As :stated ·,:abov.e~::.both;':'Pc;a':';a:ld:s.t~f is:vor':)t'heJ'reeorded 
cost ,method, .. a~ ~the·:-mos t -:ireasonable ;:-basis:.t'or::alJ:oca it':lg ":th~ ~ ga;:rri" -:::.:.:; ~ 

' ........ ~ - - , '- I .• .' .. _ .: .... _ ..... ..: ~ ,.. ,~ ... of', ~ .. "C"" I"). f'" 

while San .:F.~8.:l.e.1seo ,;a:o:gu;e.s tha t',{the :::reeO:~d'e<f-:eoe~ met~oO:' 'f5 ~"u~a:1r. ' ~ : 
We agree with ..san -.P.ra:lc1-seo ~ -: -:: ,:;.; ... :::- ':.::::: ~\ :., ~ ~ ",:- ~- ':,,:':.:~.::':: -: -:;<:: ::c.':::: .:::::c .. 

-~w.~ ,-~1::d.· .. ~h:at ::t~ ::l'abeJ. ::~O'rd:ed' ~.:)it:cm~no·d,,~ci;; its'eii ::~,~c:",:, • '" - ~#..... , -
.. , .... _ .... "\ ".~, ,. _ .... ~r.-'.;'_. , ..... 1"'\ ~ 

m1s1ead1::.g,..as· it ~im:p:l:j,e:s: :a::J.;:o.bj:e.et1 .. vtti~a.'bout' ~tb.e:-:m~hod:' that' ,t's" ' ., ~ 
" ........ _... ..' '.' 

found lacking upon further exuina.'t!,o:l,'':- :,Th:fs;.metb'o'd 'Y; n~Y(id.:':·:'~cc:.:::.~~ 
" -

beca.use. . ..1 t, .,a.s.s.umes., that:-~-eh: d~J:J:a:r:~pe::.t:·'.by': PG~~toi deveio:p- the 'tWo 
p rop~ti-e~ -~~ equal~J.y;, J~t., ,ti~ ~ :We:: ~t'-i":id: th"l'S ~s:Sumit1o!l-' U1lt'Oil:l~:e7d~: -: ;;: ~ . 

• - 'wi .... ",,'- ...... ~ ~ , ~ .... " .... _ •• -'-.r,. ~ r. ...,... ,.. {' ... ~ .~. ::: ~.,~ ... ~ -::-
. ,,_ ~,;he -:x:ee;o:rd.:ed -C08t~ ;.me:thoa:: is.::mo:re~~a.ceu.ra"t~l'Y' CsJ:led "thew. ,. 

"Un,1t'o"rm. ,~Y'!S;.t;.*!~~~- Ac~oun:t8; me:thod;,;~)·beca.uae~·i;t meTe-ly.~1-dleetac''''th:e:;:':-: 
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, " ... I" "'"I.," ."' ....... ,. _'" ~ .reeorded e.e,C'oun~s~ w:i.:thou-'t ::.r:egar:.d:.;:t.¢ :aC't'tlaJ; ;C~1:r<:ums"tfcie'es'.-;'1iavlng-~· 
':de!ii~~{the iue~Wti~;.;£ th.~,'risk las,s'oe1a.ted":"vi~::, tlie:~(no:irate):b8.8~-: ~"~" 

.', "....Of ,. - f,\ ~ J.~"" ~"' . ..- -,;. ,,~ ..... 'k - - ... '"..... • • r" J . '._r 

pro»~!~1~, !~' al,so", :lee"e~~a.!j.;ly.,.de:t:~r-:·:the .qu~S.ti:O:l,:·o:f'".~tlle"·rislr·"':'~':;~: :.:' " 
as'soc'fated" vi th' imp"roveme:l..'ts .in- tha t:-, propel'j:~;'::. ':'R:ove-ver:~= we: t'i'nd~ tba't ... - -.' '\... .. ~ " ... _.... -, ... , --, . 

PG5:E vas ~.O~. ~im~.ia;,iy .,'~:t ... " risk. ."'i.th.·r~gaT,d .t.~ improv~nt:s:: t~::.t1i~<' ":,:, 
",. -. ,"- ,-•• '\ .'"", r .. ~ ',1"" ",0'" ..... ",. ... ". ...,. ~ ' • ..I... .. . . ,_ 

ra.'te"bise ~ ~l"opel"ty .a.nd. that~thec" enha.!lC'em~n.,t:-:1::l,;' valu-e 're13ultillg~ :troD'::" 
•• ~:::- .... (~"-'(' -:,;.: ••.• -':':"::': ........ ~ .~ •• )#"" .............. ",-' • ..-. ... ~",-~ ... ' 

thos~-improv~me~'ts should be allocated to the rate-payers.-

The sv-ealled _.recorded cost-.~me:thod,~:!aile t~:a:noeate a:lj" 
~ '~,:-:: ~~.'.' :-:.;;.".;;~ •• : '," ,. - .--",'~~- "'. . '. "r- -: ' .. - ~' .... ~ 

por'ti,¢:l o"! "th~ :-im:p,::,ov~me:::..'t_c¢~~s/"'to,,:the:'"rate .base''']iroperty:,; '"e-ven" . 
thoug;. ~h~ cosis 'ei~ar.lY~b~~et:i.ted. ;,t.ha-t".proper'ty.',:"!n: O:rd:er~!oi~the'~': 
r;;;r~~'d: :·:e~s-t.; ~e'th~d: _~.; .·:b'e,;~li~· ye::v'O'IUd'~have U f.fTs't ::alloeate -: ~aeh 

'~.. .~,'.':; "~; .. ~. -." . -" ~. .. ".. '. . -",' '~,." 
of the improveme~t .. eo.s:ts. betve.e:l. t~.:·~two .propert'1es. ;":Th'tl~rye -are'-""" 
le!'t 'stili ~~edi:-ng"~~~ii~~a:t.i~~,-~et~·. -:', ': ",~'- "'~ :, ~,": ::.: , .. ' .,,', ~~ 

fl -,. • - "... ~ _ • • .... ... +r." r~.. .... ~.. • I • ,.,."_ 

, ,',. '6~' ""the, "o:.~he.T me'tAQds .proposed. .:b" sta.1"!,,;. :V~: reJeet<.""~ ':: "" 
r ..... ' ,- r, - ,-. j , .. ,,_ .. _ ....... .., _. ~ 

immediately -th~ acr.e.age. llle:tho,d.,-(7~:t<> :re.'1':~:pa:r.ers:Y:ror~;tb~Teason: .: ,>:. :: . ... ,,~." , .. · ..... ·,.~,-·'I .. .., ~ ..... ", .. ,_.&.~ ... ~. , '_,_ 
tbai'there 'is~ "-:10 r~·ia..-:.i.o!lSh.i:p:;bet",ee:l: .. acrea9'e::8:lld::~e 'val:ue:' :Ot': -the' :. ~ 
proI>~~~~··." ", We~ ~ls~o~ r~je.e;" .~he- ,~q~~si:.~1¢ll :eo~':'1neth<>d:-·:r42':~ t(> 

ra'te:pa:rer~)" ahd'~'the .~i~; va.i~e.,~.t'. m<>~-ey.: lnethod~:.(4&:;.e,c, t:o-=r=atepayers:f-: 
as P!:~~~;'t~d' b;", ~he" ~;a!f< 'W'itn~ss: bee~us.e-: each of:!th~se:::m~hOds~::'::::::: 2 

, .... _j<" ,~. , • 'I • , ....: •• ' _,' ' ...... _, '. ' 

alloea=tes ~ imp;o~eme!lt eos'ts. ~y~ to:the:=!1.o:u-a't.e:baseV:p'r'op~rtY:' .~~ ,-'; :: -:::. 

,< ~"~::."~~.'~ ~~ga~di~gth~';~i~;::,value=of,:moneY;"~ye <>bserve.~:that the 
pur~hase ~ ot~th~s;" ~o-,p:-o:per.ties occurred over:-a·'2,.;:'year~c:perlod. . ,": ~.:::, 

,.: ,: '..;,. ~,., • ,,' •• '. _" _,. _, c .. _. _ • _.' • • ~ _ ... _ ..... _ /". ,. ...... _, 

Thus .the $10.7: _mi.lliO:l. .. paid f'or"";'the,:·I81and.~:Creek::.property-ca:m.ot 'b.e"'-
d i ~;cil:r':~o~pared ~ ~~ ~,tbe S8. ~11ii'on pa:1-d· tor. the:lCenneeott ')propertY::;' :: 

CO~i:d.~,~i'~g :o~li'th~',t~~ ,~~~lue ~-of:~m¢nq::and~ap:p!yJ:ng a.;:eonser~8.iiv~::~ 
esca.laiio:l ',ia:c:eor.~':th~, 'ls.la:l:d~ ~C.:r::eek. l>rj;C'e::~8 .equa1.<"t'o-":&bo~:'" ::: :';':::" '": 
~12.3 ,mil~£o~~'1~.=1:h9':d~11ar,s- .:::Tlm~f::O:t 8Jl' equ1v8:1e:l'i':'ba-:S1';i"'ab;,i"i':61~i::: 

~:;, •.. .' :.: - ... ". ..., , • -" , • , .... • _ ~ ',~ " r ,~~. .'. " ~ :-
of th~ -or1gillalacqu.:iS.iti.o.!l."cCc8ts:~are::2:t'tribu.'t8.l>1-e-~:t<Y t"he'ra"t'e"base'" ' .::.:- ~' ... ~ '........ :1 -.' .... ~ ~ . ...... ~. .' .... , r _ """ ~~ _ I-' "": Jwt' 

property and 3~ to the :lO!l.rate base property. -.:",,- ., .. 
• ':' ~. /"'\ ""?-. ~" . -~, I.t ,1!J ~.~:~e.re,et1ng ':to: compare-; :thiS: :resul:t= Yi~h ''the' 'tons o~. 

mi :le'abi~'~o~~ m~:thod- .or :Stu ·con.'ten:t: ·metliod "{ ';"Meh~ 'are-=: tb~ms:ei;'~~ =c .. : :: :::::.. 
~. ~-'. ,,", .. - .... , " . . - ., .. ~. ~'" _ ~_"~.,."~~ •. :;t. 

.. ..t .... . ~"""'" C~_~:~::""'''';.,i.:..;-....... ~ __ ~ 
-;:!;;::~;:- -::.t -.:: :- ::: ': - ", • ':':.::'. ::.: '.:::.:,: '. <~: • ~:: ~ ~~~, ~ :,~ ~~ ~ ;~: ;:r; ~:.,:~..r.. c:- ::;,r(,::' 2. '")I'; 

('" " r'"P '+;:~--' ': ''': ~:_, .. : ~ ~": ",' ~ '~. :. ;:;::. c :: .:.' .a 
.::"",<-::-:-:,:.":'" .- ... "',- ,~..:- -,,:~""~.~::':;:~:::.!:o~::.."': ;s.: :"-

" .. -.- ~"',' ~'::~'::~:;':~'-~::::::'~" ', .. ,\. 'ot ,,!"' .... ,' •. .., .~~~::,).;~~--:; 
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almos:t;.ectualt,which.~i:n~~1.¢a'te-·,::that-&bout2~6'f~ -of" :'theN eo-:-ar(iS:;~ss-o~{~t~d 
,"; ...... 'fI",',.. • ' .. " ... -.-~. , .. • ~ • _-.".!o- .. r- •. : ....... ~,' --.'! :".;:. 

wi tho ,the, ra:t.e .ba.se,· p'r"oper:ty. .. ·· ~ ~:wbtle -we: '!!n&- either' -o'f 'the-se mfithOds 
,.,' . .." .... -' ..... ..)... ,.. ... - - ...... -.'¥ 

rea.so~ble, _ .we- .prde:r.~:.the:;·Btu cOIl'teit:, methO'(f"foi 'tbe: r'e'M~~ t'hat- ~us 
.. --. • .... ... , ... _ .' t ......... 'r .-, - " ' 

a~e,. the.·ultima:te ;exp':resS'1;o~-:of': ,the>value :ot:the/ 'c'osi': for" its' :., - " ., .- ~ ::-
• r '" _ .. ~ .... -..' " • ". \'''''' ,', - ,'" ,. • Wc ... 

esse:ltia.l. purJjos.e-.: --: Allo'! :t'he·'o'th.e:r· 'eo'a-ts-: e~a:..ee·~ the- uset·u.i~ess· ot_ 
~, -- .... \,.... . .; ............. ' ..... " ". ,., •• ~-c\ . ...,r::..-~ '}:;. .. _" ~ .', .. 

the. coa.l.~ Sl:.e.:.' may be: rea.eo~bl:r aSSigned 0:1' ~: equal "dollar "per ,]'tu~, " 
ba;1s~-"'" _ . .,_,~. :'.':_~~:' :.," :~:-;:,,:::..:~,' :- <;~ .. ~:::"":,\,:::,,,~ "~.::_'.I 

'" "< f!e ~couid use,-thls:a."l.8.lysls t6:s.djust -·the"~;eggrd~~ '. ~o~t _~_ 
method •. : .. :S:ow~,\,er ~-:we,,!i:id,:-that ,'the":'oasle:premiae :thci';:~tti~ ar~'-~~e,.:~ 

. , t '" ~ , '" ..;. ~ _ _ ',.. ,........ ,.... _ .......... / ~ ......... "'" .' ,..". ...J _ , .. 

m.js't JIleR.:li:l~u1 me:asure--ot0'the ':value' of :the"properties' a1$0- sUpports 
"" ~"". oJ <i • ," ,.,f ",,_ ...... ,..: .... 4; • .- "'-c,'" :,,>:---:-:;:.: ,.-

a~dire,ct~alloeR.ti-on ot- the,-:ga;!n;;:01:,';8;" Etu':'b'a.s':1:e;-ratber"ti'ia:i-an ._ '., 
adjust~a",·;,;~,~r.d·_ed .e.os:t ~basts:. ·~·TJsi-:ig tne13''t1i' meth'6d~' ·-ss.Gi ':;i '~he _', ~.: 

. " , . '"".... ' . 0'" • ~ 

gai:. is allocated to the ra'te .bas~'-Propei'iY,: ~"'e-.8·% ±s:~a1.i~·cited-t.j-· .. 
. ". '"' "....... ... 

the ::o!'lra't~-::ba,s.e: pr¢peT'ty'r arid ·th~:iema.i~der~· is ~l3.l~lo·ca~ed -to. _. _,. _._. 
\'1...-.-' t.,.. -, .... /'1-: --','-, '~I:"'".:· ~~ .... '- ..,~- .. , ',,) .. ,,-

no:.jur j,s4i.C't-i¢::al:. ·sal.es ':-,' -'On~ ,an dteT' tax-basi s·,· tb-ti 'a.mO'll!l't· a.lloea:ee.d~ 
_" ... ~ _ ~ , I" " _ " <- I~ _'. Jo.," , ' . ~ 

to th~: rB.:.te .. pa.s.ep'r-opertY·'ie:··,.S-.6~-o~~'$94~,4~iZ:~'ooO:,-o-r ~55C,.3;1·,.999,<,·, ~ _ 
_ . ..."...... " . \. - ,-' '\ " .:.~. .' ".' .. - ,., . '-

... .we, ::.o"C~~ :i'Ir ,passizr'g -tn..a.t-: ~o:::ie:"; "ot' 'the '%llS.j or - tar"gets of . ,_' .• ,,", 
regulat~ry=-~~r'i~:i~: is:. ~he:: he-e:ri:;g~ rir..)Ces'S:' ~b'ieh= isaiie~~dlY:;~'~~~~ _. . 

• • ~. r _. ;. - •• ,~_,,\ • -' ,- .. .,..r ...,. , .. ~ '_< • {} • ''-,.. , .. 

conS'llming.,~, i!let'fic.i~=tJ a.:..d', o-bs.ole'te .. ' '':-As' 'this- case :t::d.:i:ca.tes, ~he "~, 
....... ,.~ •. ~ , . ,"., r'''<#', ....... ,"''''(.'.'''''~''',~_t' ".:~"'l:;::."":,C#._" .. · 

process is _:time-cons:uming:· a.:d::may:-be-:' inet'ficient •.. -It' is' not obsolete. 
_' ..... '. i~~'~his- case PG&E-:propo'sed" one ':pos3ib!e'~ a-:tloc8.t1~i of the 
~,~ .... ,' , l '" ' ... • --. ' 1000 , ,. ,', , .... _ - .... 

gain. ,:ne_s:taf!. p::esen'ted '~'a thorough analys!s",:ot':.:the·-' is;ues:' '"''',"''' ~ -,'~ 

involv~d: = ~If,:'the;e-:had·':'bee:l.:::o':heal":tng-:or :i6':p8:rti~i:pa:'ti6i -~y':'i~i~d~ ,-
,,"'" ,,'''' •• .,.Y·'.,. ,r. .. .... ~.,.. ~~.,.. .:...... L.... ... ,~/",.. ,'.:_~,,,,~, .,. .. ' :~I' ... ": ~ ~' 

part.ies,.. 'the .. Commi~ss.i·on:might wel:l: nc't ~h:ave =reacneO:'-:nedeelsioi in , 
• ";">~ '" ",' ,,,'" .... \~. _ c ,.. '. _ ... :. , .. ,; _ .... ". ..... j ....... ~ _ ',. : :~ >;~: ... ~ '. 

this :ortier ... _ ~San. Fr.anei8c~ r.:spaTttei:pa't1'~mate1"ially e:::han.ced" :the .. 
ree;~d" i~ -t~~ ~r~cee~d'i~g, .~d<1:h~ deC-!S:16:l-Hki.ng:pro-c~e;S~':1~~:':- -~ ~.~'~:.~, 
sim11a~ly .. e=.haneed.._ . !I~' _pave :,a mttch:.:.crea~r-'se~e ':01:' th'e: pT:a:c'e -§t~ .. :'~ ,', 

: :; ,l~'_"'" ~",,'-'-- ~-., . ..,.'., r ............. ', '''''''W~>-::. --I:' ::~<,-:: ;:,.:, 
this ._d.ecision . in.. Commi:ssi-o:l;' MS'tor:r:.o~;a¢<:·ourit: -o-r'hav:r~g"go::£ to 

,J""'''' r '-~.. .. .... "_.,Jo,,;: :;.. .... I' "",.-_.<,("',:,.-::-
h ""a""ing. <",':.-::_::'.: C ".~':,:' . ~ .• _ •• -, .. -" 'C • 
~ • .. '~.=''': '-.. ~(; -:-(~: <, ~..:.',~ : 

, . _ "Ther.e .is . .simply, ,no-, substt:tute: '£..6r 'tb-e--teSt1.-::g :ot' :t--;'c'ts cd . 
.:: c ~: :...." ., ... , -J .. '"' -" -,.... ~ ,_ '_ ( ,.. ..... at:" ,_ .. j~\< -... ~', -:!:" f"':: ::: 

opi:l1on~_ ,tha:t_,i,s~ pr.o_vi.Ii:~~' ~y e.ro8s~exam1~a;ti:O:l~ .. - Sta'teme:l~s . 'that-
'.'" ,, __ ) ...... _ .. ' • v .' ~ 

appear reasonable may be sho'W'::. to be u:l!ounded.. Releva:lt facts may 

be shown to have been disregarded. Inco:slste~cies may be exposed. 
It is no coinCidence that the righ't to cross-examine is the e8se::ee 
of due proeess .. 

.. .26·,,-- -. -



orr 82-05-01 ALJ/md/vdl .. ,..., ~:~_~o ... "'r, v-' ... \..1 .. _... __ 'r... 

VII. Cali:ror::.ia Capital Gains Ta.x_ '" ,_, ,,',: 
~ \- ".. ...... .-.. ~ :. .: .. ' ~/( ~; .... '_ "":::-- ";: , .. .:--: -: ':, :-. ~,,! ........ ') '..i '..) '.", ..... _ .. __ I,.. '" , ..... ' 0-" _ 

As stated above .. ~ :P:G&E: 8..,ealcul·a:t·io-n .o-'£~ the--::atter";;.-e-ax, :-ga1:n":c::; 
,. ... , .... , 1 ~.r, ... ,·i •• :'""..;~! r. ,~",,:.J •. \ .. ' ', . ..,_'-M _ ... ~' .. ,.... •• . .", 

assumes California .c.a.pi:tal ...... gains;.. .'taX.: l·iability:. of:: ·$7:.. 37::1Il11'l:1.on .• :'" ,~'o':::':: 
.... , '.,' II, • '011' ... " '0-" ,'* \ .. ...,. .. ,,.' .... ,.. . " oJ ," .. 

PG&E argues that :the prese:lt~dis'tribu,:tio.t.~ 't.¢-',;.:r.atepayers .shoul·d:::: ~.:': ~ .. :, .. :~';·f, ..... _~-' ,'",}',: .'./ , . . ,,,,,,!i""".-I' I ... ~ ..... ,. __ •• ,.'" 

proceed ~O:l ,the .. a.ssumpt.1o:l..:that P~E .. vill::be ul'tima.t~1y;~.r1able')~or~\t'h~' 
tax.' S~~~ .a~~~$" ~h~;.,~ th~~p;es~~ d1s:tribution':8hould~ :t:nelude-7 a111:.~ '.f 
of th;' ~in:' rlth. ~~p~;;i;i~~ :t:or.,PG&:E to~~~eek::'fu'ture.~recoverY''::o:r::~a.ny: 

.: ., .: ,~ .... : .. '~ ..... -: ' .. : "."/'to ":. -' - '" ~. ., - . ' ... ',0 • .-'... • • Y" ~. ,'" .... _ 

tax liabil~'ty. aetually:,~resulti·~g:-:::rrom~the;~gai:l.·: ,·<c,-:-:.:~:,:.::: ')~-:::: ';.--:: 
•.• ~ a .. ~ L '..I ~ • '" ../ ... __ ~ ...... "",". .. 

~ ~. "The i~~ue of ,.,Cali:tc~!lia,)eA.:pi tal:: gai:.:. 'tax _ turns oniYhetller :": ',: 
.... --,...... " k ". - ." .. , • _ .r,' ~ , ..... .• •. 

'the :p:-'oeeeds 'fr~m '~he sale ,eo::lSti tute-!:.b-us.i!less 1'ncome!! ':.:or:::.': :.;; :': ,::,:,:~,' 
':i';,,"':":"~:· ~':-: .:."':;: ,", .. ': .!\~~,-"- ' •• --- .-'- ......... .; _. .... ' ....... (1) 

"!lo:.buSi:less income" under ~~ 25120 et seq,. of the Reve:lue.~a ~::~. ,,:~; 
Taxation Code. , PG&E assume,S ... that .. the 'gai':l,,\vo'\l'ld'::b~: sttb-j'ect::to 

:': ,"" ' ' .. : --:.::'" ~\ ":., t ': ''''; ,"':" "~ \ .: ... , ... . I " .# ,~ ." "" _' ,.' M .I., 

Califor:lia. tax beca.use P.G&-:E"is domiciled, ,.i·:l ;Cali·l"-o-r.:.i-.a &:ld "b.eca.u:s'e~, ~:,:-:': 
''''-J,: •· .... - .. ".,.,..,v ---:""::"""'~ ~,.. .. .., ..... -" ..... ,,~ .... ""oil ... ,.. •. ~ 

'the sale' ircsae:t{o~)s S.~:r:ic1en.t.lY.,:,relate;d::.'t¢' P'G&E'~e~.:bus:i:l.eS:s'~a:s:';a-::: 
i \ "'j'" r, :'.' ""{ _ .. :. .;- . J.. .JI -.I' _ •• ~ 1'1 __ ... _ ........ ' .. '. r .." - • 

ge:lex:a. t,i.o:.,,: ,,-; r~sm,i.t.t~.r, .... 8.!ld .. d:iS:-t.~i~bu:t:orc, ~t .:-e-l~tl';,iei ty. to- :-be .: ,) ~ :::- ~ . .::: (, ~ 
co~ide~-ed'~by' Calii;r:::i~'tax ·authc'ri.t:i.~a:,:as in~ome- 8X.isi~:~~.t::: :'tb:e:::~-

vo" ~ ,~~ 'C_ " ~, 

regula.r course" o~ PG&-E t S "trade or busi.ness, .... _" 

Nevertheless, PG&E '~£~:e:i'di--;':;~ t'o~ -p'ay Calitorn~_B:, .,t_8.X and. to _ 
... , ,..:.. .. ~ ... - ,., ,. " . -"". -- ,.. ~,." .. 

re~_s.'t:. a:lY- attem:p~-:_b~ C:alil"<>r'!'l.f8::~t~\~'ta:x ·the.- C'aJl:i:tal" 'ga'1:=..'-· PG&:E 
:p ropo~~·::,1:f~. :i~'ts-: ·9;~essi ve-: ~ax: :postu'r'e: T-s':. ius:t:'ai:lecf;>~; :i'f that- ~ t'i~~:' ::-

. - _____ _ ~"J _~r--~ 

make a. f.u·rtb-e:r: ~.i:str.ibu.ti'O!l,.:~:: ratepayers:)' 'T:hi:S: subs·equen.t .. ' "'- ~ ~." -- -
, '. ~-- .. \.. ~.'~··I': - ... -.' ...... 

distrl.bu:tioIl·:~o:u.-l-dr Te1"lect:.the· :ra:t:epaye.r •. S::' 'prO': 'rata: 'shar'e'" of tb'e'" h. , 

d 1 sputed ,tax pr:inei pe.J..: ·.a.nd~8.:l:a:ppr<>p:ria~e:' in"teres~ :e-om:p~;e;t~:':- ~~ ',' ~~ :"::.'~ -: '-;: 
. ." , S.taff:boeli'eveS;.:'the~ trans8,ct'ion;":1.s- 110t -: '"tiXabie": l::t c - ., ;::: .. 7 .-:C ,:. 
~. '... • ..0-' ... ~; ,.. p ,- -', • ,. -;- ... ; I :. r -~. "~---: - '7.": '~~ - :_~ : ,~:: --. ':,~ 

Cal:ii"<>r:li8.,,-:- but. a:~:t1c1.pates:· a lengthY" eonteat~ be!"ore" a' !'iUal 
.. , ~ '9\ _ "... _.. ... .. J" _ •• ,- ,-. ,.., ,', ...... 

decision;,: Staj'1",:bel'1eVescthat:i.ts~meth'od 1mp'oses- O:l· ia&:E- ~- - , ..... , .. 
" ." '"........ ,"", ..... ,1'0,..... ,-"._, _ .......... ,'"{,"\ _\ ,~< t,l" 

1:lt8.:lgibJ.e 1.nce:it1ve~·to vigorously:" contest~'th'eY d'e!ic,ienCy: since PG8:E 
. , ..... . , ... , .. ," '," ~,,:~,~~= .... ,II'{ '-!'··I-="'~""'''~': I~"'~.>:,.;-:;..::: 

would have ;~O:ll:r .":&n::opportunj;ty:-t".or~!uture'Jrecovery 9 - rather the.:l. a . 
guar:8lltee-•• ,'." ',,": ,,: '';:' "': ': .-:-:: '~':,~:'''';'''P~~:c,~ J.-o>:. .. :::..:': '~.,; -:,...:-::, ': -.":- ~:I~:;:":-;c:;= Wi,:,,! ,:-~~~"./~,:,,~ 

'. _ .... ,..' . _ --\ r,...... ... .-. , .... __ • :''''. "-, ~ .::;"):: ~.~ '.:' -: 
We reach no conclusion. re-ge.rdfng"'"the""merits·o! the tax 

.. " , ........... 

liability question. Whether the gain is taxable 1:l California rill 
b-e- resolved in an.other t'orum. 

- 27..( 
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.... -, ..... , 
.... w' .. 

We :rind th~~h~'~ee~tai:l~y':":o~~r~ wh-ethe~' there rlll be a e 
- _ t ,f"" "'" .... j- _~ • ~ '"" ,.... ~ " , ' ' ........... ,n, ...~, 

CO:l~:e8:t,::.:ra:th-e:r~.:.tha:l..- tbe .uncertaln-·::-outeo'me-· o!'! Sucl1 a"contest, 1s the 
," ,. ,"" ~ •.. -- ,.., -'~" - ~ '''',- :",-- .,. ~.'~ ... -,-,~ i· :'.'7'2 :: .. ,-:.:..,::.~:-... 

con.trolling: c:onsid·eTat.1on:": - As": poin-"ted~oU't:' by' sta::f':f', vhether_ ',_ 
.... - ...... ~- '-'r', ~-- .... "" - "' ....... l1ability;::vjl.l b'e:'even: .ass~rted::Will'":not;be~16'6W; :rS'r s·ever8.l~·Yea.rs.·' , 

. • r'" , .... - _ ~ •... ..~ .• _ "'_ ............ "', ..... ", , .. ' ~ I ........ ~ ~.' .'~ " ::~ ~ ,,", :"" T.here:rO're:.;:W'e .. :t'1nd~ that,: the cl·1a·tr:f.bu't·1o'n 0:r .. the~ga1n.~' should· proceed ' 
vi tho)lt.:: r,e~og:li t10:l::ot',:~he:":port1on O!':'thet;C8.i1t'or;1a':;e9:pita£~g;i~~. >:~:,': . 

• • ". ~ r .." ~ ...... , •• 

tax .. ~appl~cable'to·~he:..rate' base property. :::Theret'ore we ":pr6v~A~-r.or .. '.: 
58.6~ o:f' the dis:puted tax~l:1ab1Iity-:(~::?>:m:f:ti10:l:j::tO::b; i~dlU:~~d.- ' , 

, II, .• r· "\.... '" .. ~~ .... ,._ .... t Aft'''''' 

with,)the :::ga:i:::. t'or;.d:istribut1:o:i .. ~to·:::tne;'rate:payers.-'·c Thus ·the -total_ ~ '. 
• ,'" .. , ... ' - ~ ,'" ,.. ..... ....., ~ I \ III., - .; - ,. , , , .. , 

amou~:t allocated·:to:·the::rat:eps,y'ers:·:ror:1'ue·di'at,e- ref1cid.' 'fs-ib<5ui' ': .. 
• .- •. :_ .. __ "',' "", "rlj , .... c 10,:::(' ~:'. .... W:':.: ... ::": '·""~I:"~I"-'"':~ .~:::-":,::~::,:~:,:::,~~: $59.6 mlll;±O:l':.:'";·:'··,-. ':' .... _ .. 'c'" " .,,, _.' 

r ._ .w', , •• :"" ... L~ - ...... , .......... --=.~ .......... ;: .'4::1"::: ,':,~,... _,'_ 1""'\ 

::, :Hw.ev:er;. PGd:E -fs ·"e:it1-"tle'd" to' someth'1':lg --mo're >tha:i "an. . . 
- • ~.... , ,. - ... < ..... "' .... ',; .':: ..... -:-._:;- • , .. ,r., " ~.f.',-: :,~.;-,,;: ," , ... ::--t~:. ~ ........ 'v 

o:p:portu:U~ ~to recover ·-1''ts·~ta.x·'Yay'Ille::.t'~'1"'t''·such ·payme::.t oe~rs.._ .We ... ,_ 
prO,vi.c.e .;I-or: ~d·O'~1.a.r :~or d,olIa'r':::rec=oveij,' ':by ':PGd:i, ~'s'ub-:ie:ci :;j.;;J.i ''t~ "the .. 

. - ... " ~ -. - " - - .,. r . - .... - 0, '. -,0.' .~.-:~ co:;.di t10!l ,tha.t- i;t ~~epr'ese!lt ':~rts'Cr-ai~epiieis ':·j:!l.tirest·s'i':l 'gcOd'~!ait'h;'" 
• .' .",' ~ , .... ' .... f ,.... • ... ~ ,.,. , •..••• ~ T-~ "" .... ,. ':=": :, \".: :. T~.' '"":' ~ ...... :. ~ :: ... ~, T: ::. a cO!ld~i'~ i-:O::;' tha:t;::i-s: a·lv.ays !mpII':e:c.~ .:..,J. "~., ,.... ,' ... ' - _ •• -, .~ 

!I' ,-- - ".., - r,... ..r -""-, .. , ___ of,,",..'" ......... : _" '_~:'''''''','. '> ~ ... , ,'" ., .... :...,.." .r' ~.. _ .,..... ,'" .' • ., ."'" '.' .. :" "":' ,,~. "e, " .. I; ': .:. ' ...... ",' .... 

vr!r· ... "·'R·efund· 'Pl'in.~· - - .'':: :"<'.:-:;0:": .,~: e 
.... ' ...... ~:~·~:G&E;;~~~;s. ~~~~ ~~ ~~:;·;i~d; ;l>l: _~O~ dtst'rtbu~' the' ga1::;':':':'-, 

'to. curr,e~~~ "cus'to~~r;~' 'iGE: 'O-;'yo~,s;- ~ue:1:l8.' :the. ra'tepay-er'; :port.1o:l:: 't'O:;::::' ~ :: 
•• '~ : • ,-,'".~ T T 1p' ....... ' ... w t ..... .. ......... v .p .... ~ ~ • 

offset base ,r.ate.s.,. AS.,. i.1:,,,c--laims- .s.ueh):8::l':; a-:e::tio:l.:you.J:d.- :d.lst"o:rt="1>ase::' .".::: 
.~.} .... -.; ........ \ .. _' ......... - ... - .......... 

rates aVJJ.Y .t:rom¥ '<thei,r_ o:igi:la.1, .illt:en.:t:io:l.'. < ;As.:---a:.:·a1"ter:la:t·-1ve-~~ PG&E'~:";'':~' 
'./ , • ... .... \... • ................ .... ... '". .. ,.... .. ~'" -.. . I 

pro:poses that. th.e_ amoU!:..t .. ,to. be ... dis.t.r1.b:u.:t:ed::.be: .h-eld:· ,f::- .a.beya::.ce ~:-~':'" ;.:'::"~':' ; 
cO:lt1:;.ue t~' ;~~~~~:~t~~~~~'~: ~d~ b:e~·~S;.d .. : ult·1mate-ly:: t·o-:· o':(fs~ other 

~~ ... _ ......... ~ ... _'" ..... ~, .. * ___ ""h 
S 1mi lar e:ler gy. ,pro j e.c;t.S,~.· whose w CO&t,s,."ha.vebeen:- .1,:curr.ed , ;- but. no.t"": yet-: :: 

--~""""'-- .;.- '-'~' ... -.~ ... ,~,.~",,,,,' ....... ,# ..... - "'. • 

recovered i::.. rates •.. _ :ther,e,.is no~ oppo8;1:t1on.:-::t0:': PG&E~sC';r'etu:l.d ple.n~':"::' ::, .. :..:.~ ' .... :-' --. ..... .' .......... "' .. -...... . .... ~ . 

- We see llO, r,easo:l. to_d,elay" the;,rei"~:c.d., part'icularly t'or1::th..e~':.: . 
' •. - -w",.,."'"" ~ .", ........ -..:, ~ ",'"-::'.'": " •• " .... _~ , .. _ .~. .... ..' I..... ... ,.' " ... '. ..." '..,_ .~. -' \., ' .. 

purpose' offered ,by_PG&E ... _We_see .. nO' .. legi.ti·ma:tetpublic::i:.t:erest,:'t<> be;:'::'" 
;", ~:,:,~~'_:'- .. : .... ':'": ............. '~ .. ~,_. # \.J .... ,~' .. _ ... ....,; T r _ • ~ .I " < 

served by mask:f.::.g the cost o! :f'uture resources. Therefor~ wewprov!~~~~1 

- ... ~ . -- ............ ~,..."'" ...,..- ..... -..... -. ... !..~y •. ~>.,~- :-~: ..... ~,~ •• -••. _...:.....:.~ .. ~.::..."": .'\,.r , ___ ........ ' __ -~ ....... ~ ...,...... _. 
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PG&E has ~ot proposed a specific plan ~or ,our ap~~oval., 
Therefor-e-. ve :d'!,rect: ~:PGE :-to :'mSlte ;a~: '-'ad ;r6;~ iett~:i:!fJ:i.gi -;O"dais' !.rom, 

.......... ~. ","" -_., -" - ,- '" ~ ...... ,.. ('\.-; ..... ., ~:! .... ,:. :- .:~.j·':'~"'C _.>;..'" 'I' .• ,:. 

tbe e!!ectiv~ccta:ie:~o! :tbfa::&eciii'o:{that'''spec:r:r!es the' aetual retund 
-. .... .. ,~ .... ..,...... ..'.." - .... - ...... ' .... ~'~.:" ;.,';)' .... "':' :"': ...: ,:,. . 

pla.t! :a.nd -:the' ,am~u:~t~:o ·oe:·~re!U!lde'd:'.:· ~ A~y-partytha:t~ object~ t.~ e:i.the.::_ 
.. , ,,- ..... - 'V: , .. , ",' (" ~- ':.. ~ -.'","' ....... "' .... _, .... "t", ... /"'::.. ":":::::c::- .. : .. ~ ....... \..1 <+ •• ...,, ____ ... , 

the ::%ef'llllQ;: plan: .<>r;th-e: ealeulatto:::: o'£' 1:Mf -r-efu:ld amOU:lt shall have .~O.C' 
da.ys to protest PG&E' s fili:lg. ~, . . -' .- ..... 

... -- " r .. ,_ ~ 7.:'~ ~;'l::': ~..: ,,:,~=,.k~ ~ '~\~, -: •. ~ ... ~i ~'':.' _"f!'> .,--~ .~,:-:::-::.:: ':;'~l:C'>':":,~ ... .,,_._-, .. , - , .. ::1~!:lf:S: ·OJ.'" r aC'"t· ',", " , .:, _ ~ _ ~; -: .', ._, ,.' _,~ . '';, ~ ;::~~ ;, 
1.. P<*E purcha.sed the Isl~d Creek :p'r:(;~Tti'~s':G':, '9'7§~ •.. :.", .. 

• " ~~, .. , ;"-1"_111#":"""'_ ",t •• , .... 4: ..... '·' .. , ... C .... :-:.I',:,;~:: ....... 
-:::':. 2' .:~:;- P~.z~ ·pureb~a·; '-the' 'Ke'nriec'ot"t' 'prope-rti'e( :[:1- ~1 ~J9~. _ _ _ ,. _ ,_': " _ ,'_ 

... ,.,.:- ... ' •.•. -..",._ .. ~." .-, .... , \.1.:.. ..... 1 ..... . '.,' ...... '- """';-

;. The acquisi 'tio:. o~ 1:he 'two' 'p:--opert'les 'c-rea1:ed, a s1zabl~. 
property. that:' was 'more:'; vaiuabJ:e-= :.eh8:!f 'the: :t~:; '~~~;a:;~l~': ... '~" ~.' ~ _ .'~ ~ _. ~, ,-

... ,. ., -- _ .. , ..... ,'" ~ ~ '-". -:i ',", ~~~.r.. ~ ... _ .... /f~-~ \"" ' .... ,~ ~ _ .. ___ ' ._ 

4. PG&:S selected the Isla.:ld~ Creek--a:ld Ke!'l!lecott pr.ope.Tties. as 
. . .............. ,'" ~ . ..- - .... ~ ','" ..... ,'.,:.: .. ':': ~ -"'\;::::~>;" ... '?fl-:,.:!.... • I: 

the most::- eost~f:f"ee-t1'vep~ e:lvirorune~ta.lly-' sou:d' fuel SOUrce afte.r ___ : . 
• , {' "'-"', _- .. _ . .- .'" .... _ .. - (" .r" ... ~!"": ~ ~-..:' ::,; .... :,: j~ .. '.' _ ~"-" 

exnausti ve 8.!lalysis a:.d seareh :ror' sui t'able r'es~rve's -throughout =the 
• • • _" - -'".... • r ~", ,", .... t:'1 "-l - :'7' .-:. i.,+ .. f r .. ,:' 

Wester::,·':U::i1.ted:Sta-e:es~:::: .:.::;, ::.""..;' ::':- ;.:;:;2': :: '..'" , ~:.'" . '.,;' ;, - - oJ <,.. - - -_ • • 

,", ..... ,... f· .. ~""" - r ~ ;,:::' C ~ :=-:"\ :' ~ . ...:.. 
5. PG&E acquired various additio~l proPerty ~d water righis 

,. ....,- -- . _ " _ _ .............. ,<,.. .... ,: ...... ,./ • ::"-. ,_... '1''' ~,,~ '-:' '::' :, = t:~:> ~:\... ::,J eo J 

"ror the--purpose":o:r:-:developi::.g . the'· property. . '"" "',' ~. _ ," , 
' ". -- • ''to ,_.,.. '", < *." .,...,. r,. ~ ~ ....... - '-0 • 40. . ..,..i ,,( _ }." 

6. I:l additiO:l t~ its acquisit1o::.:a:.d exploratio~~aet1vi~iesp 
_ "', a. , ... ,.. -... .......... ~~ .,..... ;;..~.~'" ;:,. .::l: .......... , :;:. ""~;'"J _ ... '" I 

PG&E also completed'all~e~viro:lme~talbase~i~e data colleeti9~ ~ . 
..- .-, .,,, .. ' .".. .............. ? ~, ...... _._.,r ... ''''''', ..... ~·~n., ..... 

efforts llecessary::for·:e:Il 'permiis,. ::lice~ses'~"'a:id -y.ignts~o:r,,:,vay,. cd 
~ ... --- .... --:' \i"'· -:J.~'~ '-. . ..:~:: ..... ~ ',.:,":/~:"~.-:,,,,,(...' '''''!'.,J' "..J' 

filed a· c~mpleted ,:'Hl:l!:lg;"a:id>Reclamatio:. PIa:l which :was deemed. ~ ~ . _ ~ . 
.. _ ~- -.... ... '." ., .... '. - ",- .. , .~,. .":"; '·'1.-,:-7" "'; .. "'":':::: -: t;;.:: 4-: \':: ., .... " , ...... 

wcompleteW ~d tech:iea!ly '~adequate~ by"the Utah Departm~nt~o~ Oil, 
< ' ..... " -...... ,"~.--.--.. ....~ ..... ~ ... , ' ''', ># ... 

Ga.s e:id Mi-:l1 n'g ~<v:r~h c'o~t:Mli:t±o:: -appr'ove'd""f'or '\TU:'~-'1 ~'~:~ ~ .,:. _, ",_'" '",. "'" 
. -- ' ..... , .• ..-:: .:., ....... . "-- ...... --:r ... "' .. -r ..... ' ......... ~.':. .. __ .c..., ... " . .'~ __ .~" 

':.' '.7',,;:: :Zh.e ~acqu:rs·~t1:o:i· .:arid: '-pla:.!led:" development of :propertl':_w:~re . _ .. , 

directly li*ed to P~.x·s plans 'tor a eO~-~1_,:r:~d P.~a.::-,t..~to~~,;e.:ioe~-t;~d . 
1:. Calitorll'i'a.:'::'lrnoV!l a?i':--the"'M-o~te:~uma:':'pIi!~:t:'-: .':. ,_ 'yO c. ~':' ... ::~~ ~:.·~,o __ ~_ 

_ ., " .... :.. ...... ' .......... ,.. ,., ..:... ~ I'" ............ , '. -.:j .... f-:: : ... ~~ ~~"':,;:J ... .:.0. , ... :.t::I~'-: 4_." .. .." _ .... / __ , or 'W ' .. :.. •••. ~ 

~ •. ~ ·Th:e dev~l:opme~t"'schedule'of cthe coal' mi:.e yas~ormula.te<t ... to- ... 
. .'~~,~": .... ~.:" ::;:. ... ' ~:''''' -.... ~, .... ,.,/-'" 

co:form with the development of Ko:.tezuma. (or:i:gi:.a.lly: .8chedul.ed ~r 
, • -- -- ......... ..-... ,. "< ·_;·.'t--- ." .... ~' "".-: :,;,_ .... -:I .... ,i.~;J .:-.. :;''''~·~1 ....... ;. operatio:l" 1;:::f'·f982):'··-:; ';;. :-~ "";.:' ... -", ... - ~. . '0' __ •• ~ 

• F" '" ...... ":'.' ...... ,..., ," ..... ' VI,'.,,,,. ,. .. :-.,-~,.,." -.~.-" =.,;,",:~~, .. ::C':":'~.::= : ... _. ,:..,-
9. ~he oprn.otio:;: 01:" 't'ne }lfo:itezuma- ~la.nt-Ya.S deferred, .several 
-- ~., ,- .... ,., --..' '-"" ",~.",,- -t ......... _, ..... <L:~f'oII.- \:.-::::- ~:--,~-:~.::~,,.;..~::~~ ;:.;.l.:o..:::.c--,.,....... .-w,. 

times u.:ltil" .April'1·9R1·~"Yhe:f'1t· vas" d-efer'red 1nde:n:n1tely .. '" _ ~'i. ~I" .. '_._ 

"'~~.~=- :;.:':',;..;3 #.~~~ .... ;'-.t!.~l :.- ....... -: .. ·,:. .... _ ..... 12o.v ... '''';_ ... ...J ___ ........ , 
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. f·~· .... ,-
, .. '. "''- -~ r-" _., ~ - ,:;,": '.:::.::' ,:.': '::,:: ::: '-<: ': ;:: :: ':' :-;:':. :;:C,,:::.: :'""':,:: -:: :':"'. :.':.'. e 

1'0:' ~The·-totaJ.;eost 1;0. PGr!:E :.r,ela.ti;:lg_to -the~a;ecrui8ttion: a:ld:> ..... · :':: 
... ,. .... _ .... "_'f",'" " ••• :, ..... ~_.:...!:: :,.',,,:::'''_ .-...._._ ~'".~ ,f ••• ~ .(~ ~."" 

devel'op'm~:i t . o!"these eoal .J>ropex:~1es,.v.as ...s.b¢'Ilt. $;4-.mil.li:on ... ' ;: ': ': :~':.", , .. 
• >-:,.. . """ ,. T.... '. ' ..... - '>".,'" .. '. .... .... i k , ... • .... "'" ... """ _ OW' ..~.. ." ... ,. .~ w 

~'<:~·rf'.. "S':f:lee 1976, . a::'d ~tb:r..ou,gn December· .. ·.1-:9S1::, ::ap:P'r:o~1;e-ly ,:$.14 .::::-: 

m1ii1c>!i' iJi tlf~ ·:1::~t8.{Inve~:t-m~~t: .~~ ·in;l;d-~d. '1'~ PG8:E '-s~ r,a:t:e:- base:'-as '.: .. " :-
PB:FU~':':: :~,":~ -:::;:,':.' :::':':':_.: .' .. -~ ""~'.;~,:':~.~:~ '''''z:;;:,:: :--:r:.;~,,:-:: ~:-- :::".:':;':; 

12.. The rema1~1!lg !t20 million. i::.vested ill the coa1~!pro~rt1:es';: ~r.:: 
---~, 

has ::.ever bee::. i!l rate ba.se. , ..... ". ~.," r'~'- ;.,.,r'; ... _ ... "" :::"-G.~ .' ; ..... ~ ......... -;,:.. ... : ..... '~.-.~~-:~ :"'.~::.':I-: . .J _'::',,",~....., ... _ .~"' .... _0" .... .-,.M.-..,I .. _ ..... 

, ,.. 'St¢:ekhold erg have 1:lcul".1",ed~ all .. ear.ry1.ng, ,cha.r:ges:::o~ 1;h~; :l0::'-
.:: ..... .::... '.' .~." ,. ,- ... : ~ ... :- ':. -:.. '.'" (. ... ,:_, ..... .., ,,".. .. .... ., J'~. ~.... .. 

rate base pvrtiO:l' 0:( the~ ·i::'yes..tm~!l't" ... _ ,'" ,-_ .. _ - .~; ~::::7: :.~. ~,.. 
') "',.:, ....... '. ". . ... , :''': ~'T. ~ ~~. -: -:. ;"': ' • ... ",1 -: " ... _,.',., ... ",. ...J """.. ......... . ../ .u, ~ .., , 

14::' Whe£ 1 t, I3.pp~e~.;-:e,d :that"" Mo:.:e.ezuma..: ~_1~~: r.e,y~:r b;e ... b:u..1:1."t, '.: PG&:E.: _ ,:-
~.. " " I.. \ . .1....... . ." ."_' v _ 

dee1ded 'to sell' -th'e'se' coal ;p.rop_er:t.i.es .. ~, _ '. _ " .,:.. ;; " :"''::. ,.: .c.-;: :::)::-:~ • :. 
. - .,. ... _ ...... _ _ _'w -- ," ,.., (';.'~ .... I ~ u ...... •• ~.,. .....1... . . ... _ 

'.' 1'5'~~' I:l·~'Se;ptemb·er·j 981 ~:-PG&E~ se::.t .. over .. tOO l.et·t.erS"· solic1 't1:lg: " ,., . ........ ,..,., "..~, ........ , ,'." ' ..... ',.., ........ .L. , ••. *\_"'_~~"'''' ~ •. ~ _ 

1:lteres't" 1:i 'the' sale-o-( :th~e' p'~o:P~r:t1es, ... ,_,. ~ ": .. J ':~ ~~,.:<; ::::.:: '; _.:.::: .-:::: ';"/~: :.:: :'.' _:::" , .. '- '~";' .""';,;':C"::-''; :.:r·.,-;'·,.,·,,'c'. ____ '" • __ ,'J._ •• , 

16 ... A 'press rel~ase vas 'the:l issued e. ..... oU!lci:lg::tha't;:PG&!".:vould.:-:,:: .. 

accep~ bids for the s~e. _ _ ' .. _ ~ " ~_ :.... 0' '. _ ~;:.; ':,':: ": ~;: ~':)i; ~::,:.:.~ .~ 
.- .,'- ,-- -1":'~>""li' :: ... ",:;',', "'r"': .. · ... _·':::c .. _ .... .:, .• '.,,/ ...... _ ......... ; '-0'''' v _ ~-

.. " 11:' 0:' December ;'; , 981_bids_e.j~ormi:.g,..toyPG5:EG1:c.s:truetions -::,'.:: ... .,',' " .... - ~ --- - . 

were _ re;~~ :~~, tr~~ 0 ~~r: ;~~ ,,~~i ~~!~::, ~:, ,; ,-; ,. ,:0 ~ ~ ~ ~ ~ ~_,,: : :.; ;{" .' 
18. ...ne h ... ghes~ b ... d p by.Su_edeo,..,.vas~accepted ... ", ...... ,. _'-, __ ..... .~ J. ....... :. - ,.... ,.... 1'''; -,. .:.~:.. .".., ',,~:: ... _ ~ ~, ,I ... • ..... , .......... " ,.,~"" '" _ ... , • _ • L _ _ .. 

, 9... '"Tile -amou=..t of Su::.edcO:5 .... bid vas_$',7.1 -m111iO!l.r-::: .~; : .. ', :::- ".: ::. -: .:' ".:;':-:' 
· ~ .> ': '" ... _ ". :: _:;~. :. r" ; .. : :: •• :.- ._ .;. , ... " .':.J • _ • ~', .• __ . _ ':"'~ . . . •. . 

· 20.' -0::. Ja:.uaIj 21,. , 982.,. p'GoS$.,a::.d~Su:.edco.;.exec:vted:",a:l:e-tter o!:"'~':: -: '\ ":':".' ":'.~ :-;:':"", ::'",:;:" ',; ';;':'-" ..•. - , ............. , ..~ .. ---.' , , ',.. " 

i:lte:lt co:.cer!li:lg, the sal,e o~_ the eoal .. p:=:op,er't-1:~") ~.: .":-::-:':- :: ,:.:' .' ~:: ,::-:, .~ 7"~--::':: ' 
~..... ...... -:: ~-: '~":: ~~- " -:::" ': r ~, • _~, '-....- ~' ' ...... '..... _ ... ,.,.I .... ,.~ , __ .. • 

'-21' ... ~ '0:. Mareh -4, , 9~2 ~G&E .. depos1 ted -with.,,..the es~~oW'-:;a.ge-;::"t'"tl:te: ';~':: • -;: .-:,.,-'" . ) .. -. : ..... ~ ~ -:: ',: _ .....t.., -..I .. ....-........ ~. .. .. ".I ._ ... -,...... '< _~ • ~ .. ,_ 

execu1;ed dOC'U1:le!lts 0'£ C:0:l-veya.:lc,e_a.::.d ~Su:c.-edeo. ;de;p..~s-i:~d: :appr.oX'!.mat·ely 
~ ~"":/', .. ~,{ l":-:--:,;'::;:c-::,:: ':':;"":."~'~---'-}' .-'N _ .. ' .... - ..... : -.~~' . ,,.....'.,,_. : '. '~'<-r:". __ •• ~_ ... ,_,,,, .'", 
,,171.2 mil 10_. '. _ ',~ __ ,,~ ..... -' ...... ,. ~,.~_ ,.. ..... .:.:~ __ :-,':. l~,~ ::I) ..... ~_ .~_'_ ~, . __ 

"~"--'")""vl" .~.: , ... ,::- ...... ~: .. ~~ ... - ~~~)~,," .... ,_ ........ ,...,:..' .. _ .. ".,;_ ' ..... " .. -"_ ...... _, . 
- '22: -AS of May 13', 19$2,.~S:tUl.ed,e.o .. h,ad .. o.b~~~~; tAej~":~~qU.1:si".t:e::::.:_.:; ;: .. : 

......... .., ••• _ ~ "'_''- .~~ ............... 1 ._ 

approval of the reg'.lla'tory,. autho~} t.1.es a:.d",., ,aceo;rd.1::.gly:'Y-:- ~S:C.x:ov . ~ 
-- J,::-r-; •• '--':"~'i'; :::.~' ... ,::.:.:; _.>~.-::: "."'.~ ._' .. ,1~~_ .. ______ ~ ••••• _ ••• ,. , • 

elosed O!l. 'tna't d.ate. , 'f ".. _ ~ r ..... , .... ,.. ~'YO ," :', .C\~. -:: ~'~. ~ ',: .-:':'.--:: '::::::"-= 
~ ........ -,'~ .... -..-.~":,....." .... "'I~'" ':'~"~,::~,,:,,:,c. ,r"~~=':::;.'·:':;::I:' .. \ ... "';' "- .... : ... ~r .. ., __ - , .. _ ~... '. 

~'. "1?GA--X cal etil ates' its pre-tax gain O:l the tra!l~!t~1.o:n:: a~.::-.:.:-:.,-,:::;, 
$147.5 m111io::., cd i'ts after. tax gal!l as $.94..4~ mil11o.:l.,..c "",!~.' ~ . 

... ...,- ...... ,. .. - -, ... - ..... ,~, ....... ,,' '- r"''::::''''''' :--~-:'::2._.": ~~,,::,:,,,-~"':":~ ... ~i~,.: .. ('",. .... _'..; , .. .." ....... 4-, __ ..... _ •• __ 

"24"."'" PGa:E"s' -e-a'leulation o! the. af'ter tax . .8a.1:l.'i·!lClud.e-s~ $7--~7:: :"':'=~::-
~ .... ~,:..-. ~ .. :: .... :'~·f:- .. :: ;;.r,~:.-:~:- :-:).0 :".,,{.)",. ;-:.. ~_~.' ft ~. • ; __ ..... "J. _ ....... ' 

million ~or Ce.li~or:.ia eapital gai~ tax. 

.' 
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. . ,..;~ "':". 25. ~these ,c~al. _p.r:ope-t:t'ies.:·we:r~ '.not ':neees:s.s.'r:t"'o:r:.:.uset'ul "-rOT 
....... -,..... o'",~... ~ .... "::. ' .. ~ '. 7 .: ' ... : ~ ;:. _ .... • Wi! • .- ~ ... .... .. "~" ".: _ .", ~ .... ,. ,_ ._ 

p'Ur'po'ses"ot .~ P51 at.· the. time. of: ~the-·:s-ale''';; '~::; ;::" ~~ : ... -::-:':'.' ", ~r •• ~·,·., .. 
"", ..... ,~ ;"';' " .. ":'.:" .~:.:: '~~'::".~~I ....... ,~; .. ,n _~~:: ., .. ' ~ .. 

.... 26. De-t~rmi!l.atio::. of the _al.lo.eatio:, 0"£ risk should be d~:r~Tred 
u::.til the deci~io::. i::. PG&!' s neX~~ geder;a.l rat~_.~.~~_~ .. :.vh;~n ~the e:.tire 
M~:.'tezuma~prc;ject has bee:. exami::.ed. : - ":' ... : ... : "." '-. -'. . 

r-, "', _', ,"'" ..... ~ 

.. 27 .. '. ~ .. =he~.:recO!'de,d.=' c~s't;me~nod:' aesumes": 'tha.1{ each 'd'ol'lar sPe::.t ~y ~ 
.""""" ...... , .......... -~ ...... ' ..... "" ... ~ . . . , .. ...., ,.,-'" ............ , " ....... ~.-.. , .. ~ ==i~~:.:· ,~;;,,.~ .. ~;,~ '::':',.,: .. ,.,~ ... 

PG&S to,..devel~p::th~tv.o~Y1"opert.1es:·:va.s-·'equally· at·· r'isk. , . H"" 

• -.. • , ..... ', "'." ~~ ... ., ,. ~ ., , .... :. _......,.. .. ,_. (. _:""" '": .~. :'"" :-/.~ ~~ ':1 -:" '" ... ~. 
, .. ~. 28 .. -PG&:E-was not at.: risk':'-ror-:' th-e-":' eosts- o!'"improve-ments :t;,o- tne,~_ 
-~' " .'~.'J ,_,oJ ... _... '."~ ., I'" r ..• "..., ... , .. _ .... ,_ ... '-'I,-t"-.,.r<!',- ..::':c:: ,-:,,~:~ '-.' :::-' __ "~: 

ra"te base ~:proper"ty e' .--::-. :: -: (.:):- ,~, ::.: :. .', ~:: ~ • .; " ~.' _ _ - _. • . ". y ". '. 

' ..... ~.... ... ""' ... ~ ~ .~,', 
29. The B-tu e~::te:.t method allocates about 61~ or "the ga.i;'~i¢: ~ 

.. " r-."\ - _N -, ~,; - •• , • ., t:', "/, _"\ '~~ ,~::- .'": _ • ::. the rate ~bas.e .:J>ro~rty,': -:" _~ :: . .-: ::;~ ;.':'; :~: .::.~,~~ -., " '. '. ~ . . 
-~............... ... • r r , '1" "-'~ •• l.('~". ".'(' - '"',_ "y, . .,. _.:',::: :'~;':"':: 

_30 ....... .3't1:S-:-:3-,re- ~tb:e:uJ;tilnate ex:p:re~fon;~o~ the' value o1"-the coal .... 
" • -J '" _. _. ',., ~ " o. "', __ , _ '~:-:: ~ ':,.;: .:: ~: -: ':; :.~: • ';~ '.' 

for its essential purpose. .' . "',,'" ' . . ' .... 
'\,. , ..... - ,,' ",-" ... .,.: . -'-. ~: .. '";. .. 31. Zh_e, .~t;"t:er;:,'t8:X ::ga'b ~a1.1-ocat~d: -t·o '-the-rate base J>r~rty is 

,. .- r:';'''' ~ ,";: ..... (·,,1:::':0,: ~fC .:.> - ;.": ..... abou"t .. $55 ... } ,mi-lli-o-:l ____ ~::l" --: -:::: .. ~:: -:: .,--_ • ~.:::...:.:::.-.' _::-=-.:..::-._._._ .. ...., ...... ,.. --.... ~ .... 

~2. PG&E may be liable ror Cal1tor~ia ea.pital gains tax, of 
S7.~7 mill~~~~.the~en~!~e gain. 

---.--. " .' ,...<"",:, .... r .... ,"":" ... 

. 3-3 •• l ~e.tli'-er·"S-ae:h:::~i"8..bility will be asserted is uncertain .. . r.. .... ... '" ." ",oj'" ' W 
0...".. _'""-.I -I .. v· ....... 

;4 .... ..T:h..e, ·.a.moU:l,.t,"'of "the tax allocable to the- rate base prop-er'ty ' .• _ oJ ... ..; ..... ' .... - .. ..-- ~ ~ ~ .. 

1s about S4.~ mi,ll,io::. .. ~ , . .., .,. _ ..... ~ ... 
_"... ",\ _, ~ ... ~ -- -:;t " ":~ ~!.:~ ~/ ............ ,--, _ ~._ .-.J ....... 

, ';;? ~~5·.: ,...:!.t:':,P{la!E· .• i:s~ .l.i-ab~e~ ~'f.¢.r:: suc-h tax it should reeover its 
:~,,-, .- .. ,.~, .. .....,-~ \,._J.. -, ', ... , .. : "'r.'" 

payments 0:' a d(>l~8.T:..:ror-d·o1.!a:r' baSis. 

36. The refund of the gain should not be delayed. 
Conclus1o~s o~ Law 

.,. Sec-tio:. 851 of the Public Utilities Code does not apply to 
PG&Ets sale 01" its Utah coal properties to Sunedeo. 

2. Risk a.:.alysis should be the major co::.sideretion und~rlying 
the alloeat-fo::.' o:r"'the ' gai:i;~ :. 

3. The dete-rmina-"tion:o~ risk allocation should be deterred. 
4. That ])or,tion of' the ga.in-allocable to- the rate- base 

. . 

prop~rt:r a~o.ttld b-e refunded to· the. ratepayers immediately. 

--~t~--
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