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Decision No. __ 9_0_5_6_9_," __ OCT 1 0 1979 

BEFORE !BE PUBLIC TJnLITIES COMMISSION OF THE STATE OF CALIFORNIA 

Application of PACIFIC GAS AND ELECTRIC ) 
COMPANY for Authority to Increase its ) 
Electtic Rates and Charges in AC, cordance ~ 
with the Energy Cost Adjustment Clause 
Included in its Electric Tariff. 

'(Electric) ) 

~ 

. 
Application No·. 58891 

(:Filed May 25-, 19'79) 

Application of PACIFIC GAS AND, ELEC'l'R:IC 
COMPANY for Authority to Reduce its 
Electric Rates and Charges under the 
Energy Cost Adjustment Clause Included 
in its Electric Iariff. 

Application No,. 58468: 
(Filed November' 16" 1978) 

.. ,.' 

(Electric) 

~ . 
Malcolm R .. Furbush and Bernard J. Della Santa, " 

Attorneys at Law, for Pacific Gas ana Electric 
Company ~ applicant. 

Robert EOo Burt, for California Manufacturers 
ASsociation; Richard L. Jensen, for Southern 
California Edison Company;' and Harry KOoWinters, 
for University of California; interested parties. 

Elinore COo Morgan, Attorney at Law, for the 
Commission staff .. 

OPINION -----_ ..... 
In Application No. 58891, Pacific Gas and Electric Company 

(PGerE) proposes to increase effective July I, 1979:, its electric, ' ' 
rates and charges under the Energy Cost Adjustment Clause,(EcAC) set 
forth in its electric tariff.. The rates proposed in the application 
would increase PG&'E' s electric revenues about 6.6- percent or '$·131 million 
for the 12-month pe~iOd July l~ 1979 through June 30, 1980. ' 

Ex parte Interim Decision No .. 89916 dated'Januar'y 30,,1979, 

in Application No. 58468 reduced' l?G&E's electric' revenues by 
6.6 perce'C.t~ or $143.55 m;llion for the, calendar year 1979,.Tbe" 
Commission staff recommend~d a reduction of $5 .. 2: million gr,eater'· 

than tba t, proposed by PG&E: .. 

-1- " , 
"' •• 1 ., 



• • 
A.S8891~ 58468- :r 

Application No. 58468 was held open for the receipt ofeviclence 
, . 

with respect to the Commission staff recommendation which'would 
have excluded &om ECAC all underlift payments. made by lG&E. to, 
its oil suppliers. 

Applications Nos. 58891 and 58468 were consolidated for 
hearing.. Public hearing was held before Administrative Law Judge 
Mallory in San Francisco on August, 20 ~ 1979' and the matters were' 
submitted. 

Evidence in these proceedings was presented~ on behalf of 
applicant, tbe Commission t s R.evenue R.equirements and Utilities 

Divisions, Kevin Armstrong. (an individual) ,and California Manufacturers' 
Association (CMA).' 

Application No. 58891 
The ECAC adjustment which. PG&'Eproposes herein is. composed ". 

of two elements: (1) the Offset Rate has been increased' to· reflect 
:J?GQ: f S. cU%rent energy costs.as_defined under the ECAC"based upon the' 
12-month recorded period ended Ma:rch 31" 1979~ and (2) the Balancing 
Rate bas been inc:reased to reflect an increase in tbeba1ance in the 
Energy Cost Adjustment accouut •. In addition,. PG&E propo'ses.'to revise 

. the Preliminary ~tat.ement . "in its" uri.f.f toinc.lude .au allowance, 10.':"._,:". _____ . 
__ . ___ .. the._ECAC_for __ amo-,mts __ paid._to .. _others~for_ ... the_ .transmission. .of._pux:chased.....--_· 

power but not otherwise reflected in :rates. - " ,~ ... . . .,~, 

The proposed. energy cost adjustment is a result of increases 
in fossil fuel use and in the cost of fuel oil. During the 'prev:tous . 

record period ended October 31, 1978) PG&E' s byd:roe1ectr:tc product:Con 
plus purchased hydroelectric power was significantly above normal •. 

ECAC rate reductions totaling: $616 million annually reflectingtbe.' 
increase in hydroelectric availability were authorized bytbis Commission 
between January l~ 197~ and February 2, 1979. The most :recentreductton 
was authorized in Decision No. 89916 which decreased rates by $143: .. 55 .. ' 
million for the' year 1979. The :reco:rd period in the present·:applicat1otl;· 
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encompasses the 12 months ended March 31, 1979. While hydroelectric' 
production remained at a relatively high rate during this period,. .. 
power available for purchase declined- while M&E's. sales·u,.creased. 

. .-

As a result PG&E was required to use greater amounts of fossil fuel --
for its generation requirements. In comparing the eurrentrecord 
period. with the previous record period ended-October: 31, .. 1978:,. the 
Current Cost of Fuel and Purchased Energy has increased 9 .. 2 percent. 

Part of the increase is due- to a 2.5 percent increase in sales.'Ibe 
balance of the increase is due to increases in the' cost 'of fossil fuels .. 

The specific ra.te proposals of PG&E set fortb..inits 

application were-':eevised to conform to the staff recommendations 
included in tbe report in "Exhibit No.5. 

'!'he staff accountant testified that PG&E is currently 
including in its ECAC revenue deficiencies· relating to' sales to the 

Department of Water Resources (DWR) in excess of purchases from the·' 
DWR... This procedure bas been specifically rejected by Decision 
No .. 85731. dated April 27, 1976 in Case No. 9886, filed March: 18,. 1975. 
In that decision, the Commission al.ltb.orized- PG&E to: deduct DWR sales -. 

from total kWh sales only to the extent that .such sales did not· exceed . 
purcbases. 'I'b.a.t treatment was reaffirmed in Decision No·. 90404 dated . 
June 5, 1979 in San Diego Ga-s & Electric Company's Application No,~ 58263-~ 
which also established that a general rate proceedin~ is the proper 
ratema.king forum to consider D'WR. sales in excess of purchases. Due to 
PG&E I S treatment of DWR sales in excess of purchases, its ,ECAC balancing 
a.ccount overcollection balance of $16~509 ,.000 at March 31 J' 1979'~. is
understated by approximately $2,846~000 .. 

Tbe staff accountant recommended that PG&E be directed 
to exclude from itS. ECAC recovery losses- arising. from· expenses:-for 
sales te> DWR. in excess of purchases from· DWR,. and' include· these .... 
deficiencies for consideration in the pending generalrateproc-eed'ing .• 
The oV'ercollection balance in :EC&E I S ECAC. bali~c:1ng; account at-
March 31, 1979, should be increased by$Z,846;~:000te> properly-

I -

reflect the elimination of DWR sales in excess! of purchases,-
. • I 
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for ECAC record period.!/ 

• S 
9/25/79 

With respect to PG&E's proposal eo. revise its Preliminary 
St:.atement in this current ECAC procc-eding to allow amounts. paid to 

others for the transmission of purchased pew.er n?t otherwise' include<3. 
in rates (wheeling charges) to be included in ECAC, the s·taff account
ant pointed out that: in Decision No. 85731 dated April 27,.1976,. we: 
determined that wheeling charges should not 1>e ineluded;in. ECAC, and' 

that such charges should be considered in a generaJ; r3tepro·ceeding.~ . 
This position was re3ffirmed by DeciSion No. 90404 dated . .June- 5:,. 1.979, 
rela ting to San Diego Gas & Electric Company's roos'/; current ECAC 

Applications Nos .. 57780 filed Decem.oer 30,. 1977, and 5:8263; filed 

August I, 1978:. 
The staff accouneant rccomme·ndcd that J?G;&E:' s' .reques;tto 

revise its PreliminAry StatC'Q.cnt to include.wheel:ing,charges. in its 
ECAC b.alaneing account should be denied, <!nd that·these·eharges:sho.ul:d 

continue to be considered in general·r.ltc proceedings in~On£ormance' 
with the decisions cited above. '. . . . J 

PC&E concurred with the sta:tf t s recommended treatment of los;5es' 

resulting from DWR. sales, and wheeling charges. l?G&E can recover. those. '.' 
expenses (to the extent it justifies. their reasonableness). in base rate:s 
when they are set in the pending gener.ll ra te proceeding;' those' ex.pe,nses·· . . . 
a:'e now included in FG&E's existing 'base races. 

Adopting the sUlff recommencLlltions results in an increased 
ECAC revenue requirement of $,128,,.199 ,.000 ~ or .In increase of approxi
mately 6.5 percent: over present electric service revenues •. 

Rate Design 

The Utilities DiviSion st~£f and applicant propo-se. that 
the additional ECAC revenue requirement.be recovered by ip,ereasing all 
rates including lifeline rates bya uniform amount:. The' staff . 

1/ ENERGY COST ADJUSTMENT' CLAUSE 

BalanCing Account (Adjusted). 
As 0-£ March 31) 1979· . 

Overcolleeted Balance as of 
March :n, 1979 

S·taff Adjusanent 
DWR sales in excess of purchases 

Adjusted Overcollected Bal.:lnceas of 
March 31, 1'979 
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, '"" ........ ' ........ , -
reeommends au increase of 0.232 cents per kWh.~/, 

'Ihe application and the staff report state~~;~'the-"'-' '--"i~''"-· 
rationale for the increase in lifeline rates that Section 739(c) 
of the Public Utilities Code prov'l.cles tb.1it lifeline rates· shall" ~. 
not be inereased until the system avex:a$te rate. has . increased' .25- percent_._~. 
or tDOre over the January 1,1976 level. The R;&E:. lifeline residential, 
ra te bas not increased since January 1," t97 5·~' '-'since . january·r;·-i9-76~-. --
the system. average rate bas increased 34 percent(using data for: a' 
forward .. looking basis). In the opinion of the· applicant it is 'Within:. 

the discretion of the Commission whether lifeline rates·shouldbe. 
raised uncier these circumstances.. No information~ oth~ than the 
above, was offered by applicant or the staff in support, of the 
proposed lifeline increase. 

Kevi.n Armstrong,. appearing for lUmself,. pointed out that 
PG&E lifeline electric rates may be sub.ject to' the first increase . 
sinee their inception as a result of this proeeeding.;.that the. 
record is devoid of a.ny data concerning. the need' to- increase lifeline 
rates at this time other than the facts stated in the Feceding. 
paragraph; and that additional factsshoulcl be considered', . including 

. , 

the effect of an increase in lifeline rates on conservation~ before 
the C01XIJlission increases lifeline rates •. 

A witness appearing. for CMA. testified in respo~~to· ____ .,. _". ___ " 

the.,.c.omments of Mr. Armstrong .. The CMk witnessreferred·t~, ~1bit'N~:'14 . 
in OIl 43 (of which official notice is taken). for data coiicern~ng'" .... _ ..... 

- conservation. Page 1 of that exhibit shows tbat~ in. the ECAC. period . 
electric sales per residential customerhaveincreasea:,. bod!; on a 
recorded basis and on a seasoc.all.y adj'usted' basis. The witness 
concluded from. these data that lifeline rates do notn.ecesSarily 
result in lower electrical usage byPG&E r s .electric customers'~ .... 

£/ Tbe uniform :i.ncrease proposed by PG&E in Application'No.~ 58891 
. is 0.237 cents per kWh.. , 
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The witness further testified that the COn:missionllasconsistently 
passed on increased electric generating costs to, all classes of 
customers on a uni·form basis; that costs incurred'in serving large 

customers are less than residential, at least in. tbe area of line 
losses; and that lifeline rates equitably should bear' the same 
increase per kWh as other classes of service. 

The following table shows the effect· of the increases 
resulting £rom. the alternative rate design set fortl:l in staff's. 
Exhibit No.5. Column. 1 spreads· the rate increase: to all. classes 
on a uniform cents. per kWh basis... Under Column; 2 no· increase is 
made ill l1:fe1ine rates. '2..1 ' .' 

3/ The amount of increase to be recovered· is approximately . 
$128,199,000 annually. The totals in Table 1 differ from. 
this number because of rounding. error. 

-6-
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TABLE 1 

Re:5ide:lt.i.3l (lii"e1ine " nonlitclille) 

S~311 light and Power 

MeC.ium. Light and Power 

l.arge Light a."l.d. Power 

PI.1.'t>11c AuthOri t.y 

Total Juri~et1ollal 

*nonlifeline only. 

Column 1 Column 2 

Unii'Orr.l i per kWh Unifo~e.]:)er kWh 
To, All Cl~~¢~' ,To,:All Cl'as'¢:5; 

Q!Serviee, , Exceoot"Ufeline: 
Doll:lrsi~n,. Percent. . Dollarz, ,,'in, 'Percent':, 
':'hOi.l.sand:3.Incre"':~e Thous::md.~:' Inerel't;>s:, 

.</ 

S-S6 $ 4)~04.71:' . , 
., 

10.64.6 4.8) 

29,$70::' 5.84 
:: 

32,.84.0, 7·31 
I, 

l,.~ $.):;: 
" 

8,610 6.2$ 

1,002 3:·62 

490· 8.)4 

4~1 5,.73:: 

$128,280· 6.4.8 

$ 27~,15a: 

,12/TS7" 

. ,;5';'.792< 
.': 

" 

)9,,~5i' 

1.,6l6·:, 
.' ...... ' 

10,)1! . 
.. 

1~201::: 

" 5S1' . . "~' 
, , 
,. 

517 

$129',.290: , " .,,; 
.' , 

.", I 

"":;' Ow* ' 
( .. 0· . 

5~S: .' 

,7.0< 

8,;'8; 

6.4: 

7·5, , 

,4,·3,: 

10 .. 6:, " 
..M,,' .' 

0.5, 

The increase in lifeline rates under Column lis, 8: .. 23 percent. 

The effect of excluding lifeline rates from the propo,sed rate increase 
is to. raise rates for all schedules other than rc'sidential by an 
additional one percent on the average. 
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Application No. 58468, 
'!he only issue remaining in Application No·;. 58468, .. ,' 

following issuance of Interim Decision No. 89916, was the s.ta.ff· 
recommendation that a credit to the balancing account of " 
$5.2 million be made as a result of,its proposed'exclusion of 

4/ . 
underlift charges.:- However, at the hearing, the staff reyised 
its position with respect to exclusion of underlift charges. 
staff's Exhibit No. 5 states a's follows~ 

"The staff recormnends that the underlift charges be 
allowed in ECAC as lons as the price paid by :EG&E' s 
gas department to its suppliers plus the under lift 
charges does not exceed the price of oil. In the 
event that PG&E were t~ reject oil when the price 
of gas plus underlifts exceeds the price of oil, 
the total cost of energy to PG&E I S gas and electric 
customers as a whole would be higher than if the oil 
were accepted. In this case, the staff would 
recommend excluding, the net increase in total energy 
cost from ECAC_H 

.' 

As a basis for the above recommendation, the, s,taff 
•• _.. • •• . .•••.• <" ~. '. '," • "".- ",,-, ...... ~,.' •• -, -

engineer testified as follows. The underlift charges' were incurred 
because PG&E underestimated the amount of natural gas availal:ite' for 

" . 

boiler fuel, the amount' of power available' for purcba.se"and· the . ' 

impact of conservation on the consumption of· both. electrical' energy 
and gas. Tbe staff believes tha~ PG&E contracts with,the- oil 
suppliers are neither unreasonable nor that the underlift charges 
were incurred imprudently. From. the standpoint of PG&E's. gas and 
electric eustomers as a whole, it was less eostly to burn gas and: 
incur underlift charges on oil than to burc. oil and reject'avaiiable 

4/ An under lift charge is essentially a liquidated damages 
- J:>aymeut to the oil supplier (of a set amount' per barrel) 

for oil not taken at ~he utility or buyer's option under 
a long term supply eontraet_ 

-8-
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gas. The s.taff had planned to exclude under life cM.rgesfromECAC 
on the theory that including such payments would create a subsidy 
of PG&::I s gas cu.stomers by its electric customers. PG&E':;sel.ectr,ic 
department purchases gas for boiler fuel from PG&E's gasdepar1:men~ 

on the G-S5 schedule. The G-S5 rOltes. are set higher than the actUal 
cost of the g.:l.s 1:0 the gas department .. The difference be'tween the' price 
p.:lid by tb.e gas department to its suppliers and the G-SS':'rate 'is a 

", ., 

profit that serves to reduce the rates charged PG,&E I s' ga,s ,c'ustomers. 
This difference is immaterial for those customers who, ,receive bOoth 
gas .:lncl. electric service.from PG&E.~ but some cust:omers, for instance" 

, .i 

cUS1:0mers in S3.cramento who. receive elect.ric service'fromSaC'.t'amento 
Municipal Utility District, receive gas service fro~PG&E but not 
electric service. As a result of the pro:fit margin built into the 
G-55 schedule" Sacra:nento gas. customers. enjoy slightly lower rates. . 
a1: the expense of all l?G&E eleC1:ric cuS1:omers. The Utilit:tesD~vis,ion 
staff h.ls decided no,t to. recommend exclusio.n of theund:erlif,t: ¢harges 
from ECAC. since the real cause of 1:he subsidy of gas by e·lec1:rie 
custotl:ers is the profit margin built into the G-55 X"a te and no,t the 
uncierlift charges incurred). and indicated 1:hat s.hould the· Conunission . 

wish to eliminate this subsidy" the G-55 r.lte could be, rede'signed~ 
__ The staff accountant tes.tified that the Revenue' Requirements. ..... "._ 

Division is concerned ",bout the futurc~~ terial, im.pact t:hatDia~lOo C;;tnyon ' .. ' 
Nuclear Power Plant :cay have on underll.:tt charges as,suming tb.atplant' \I 
goes in;to commercial operation. The staff accountant wl:llevaluate . 
the effect that Diablo canyon Nuclear Power Plant will have on 
under lift charges in connection with future ECAC proceedings., 

Applicant and o,ther p.'lrties of record concur in the:' staff 
revised rec~endation. AS there are no remaining,. issues eo: be.' 
decided in Application No. 58468, Interim Decision No.. 8.9:916· will 
become the final order in Application N.o~ 58468.. 

-9"; 
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Discussion 

The only remaining. issues in these proceedings are 
related to rate design.., The first questions to,' be discussed 
,are whc'!:her and, if so, to what extent the lifeline rates should 
be increased. Then, if the lifeline rate is"notto, be increased 
to the same extent as the system average rate, we rnustdeterminc 

" , 

how thc additional burden should be allocated. among other rates~ 
- The Commission has in the past followec. the practice, 

in PG&E ECAC proceedings of spreading the ra~e increase to 
all customer classes (excluding lifeline) on a' uniform ccnt~' 
per k ..... "h, basis. Section 739(c),. the governing Code, section, 
authorizes the Commission. to raise lifeline rates when the' 
system average rate is 25 percent or :more above lifeline rates, 
but does not require that lifeline rates be raised when that 
25 percent differential is reached.21 The average system rate 
for PG&E electric service .now cxceeds the January 1, 1976, .·level 

.Ii, 

by 34 percent based on the customer sales proj,ectcd for the 
twelve months ending June 30, 1980, or 40 percent'based,on 
custOI:\cr sales as determined in the last S"cncral rate proeeeding. . ' , 

Lifeline CJ:u~tities of electric service estab1i~hed' 
by Commission decision at the direction of' the Legislature 
represent the level of service necessary to mee'!: the minimum' 

21 '!he applicable provisions of Public Utilities.: Codo: Section' 73-9 
are a.s follows: ,> 

"(c) The com.'Ui.ssion shall require that every electrical and 
g~LS corporation file z. schedule of rates and charges, 
providing lifeline rates.' The lifeline rate's shall 
be not greater than. the rates in effcict on, January 1, 
1976. The com.lnission shall autho,rize no' increase in " 
the lifeline rates until the average. system rate in 
cents per kilowatt-hour or cents per therm has 
increased. 25- percent or rno:r,e over the J~nuary 1, 1976" 
level." ,,' 

, I 

• ,',"', 
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esscnti.!l.l needs of residential customers for each of several 
basic types o·f service.. Wi thin those quantities, the demand is 
generally inelastic, inasmuch as such quantities represent b,asic 
or minimal amounts of service. Therefore, we can expect' less A 

conservation to be achieved in lif~line blocks th~in other 
residen.tial rate blocks where the demAnd is consiclerably 
more elastic. It has been'reasonable from .the standpOint, of 
stimula.ting conservation to increase the rates in nonlifel,ine 
blocks,. where demand is more elastic, in a greater amo~t, than 
in lifeline blocks, where demand is less elastic. The highc'r 
rates for nonlifeline service should more sharply signal to 

. .,.; ~' : 

consumers that they may control increases in their.clectrical 
bills by keeping their usage as'close as pOssible tc>lifeline 
quantities tc thus encouraging conservation by customers, who~use 
M.lounts in excess of basic essential needs. As we have often 
stated,. cO:'lservation will reduce the need to construct new 
sources of power generation which, at today"$. costs,would 
require further rate increases. 

'l'herefore,'forthe purpose of promoting energy conser-
\ . -' ," 

vation by ,residential customers" it is, reAsonable to, maint~in 
J<- ~ to exp~d, the existing differential between lifeline- and , 

nonlifeline residentiAl rates. Such action Also w~ll perxtit / ..I. 
us t<> limit increases in the lifeline rat~.,~,.tnus facilitating ~ .. 
continued achievement of the legislative and Commission policy of 
",ssuring the av",ilability to resia-ential customers of electric 
service sufficient to meet their minimum e~sential needs at an 
affordable rate. 

.:\\ 

On the other hand, evidence' of record does' no't indieate' 
t~t there is no potential whatsoever for energy conservation by' 
customors within the lifeline service bloek. Nor does it make. 
sense,. in an era of general inflation of· prices an'd: of income', 

to freeze even lifeline rates on a permanent basis •. The decision 

-11- .J~: ,,,;, 
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whether to order an increase in lifeline rates and, if so, to 
what extent, should be guided by the need to In",in.tain.a 

" . 
re~sonable relationship botweenlifelinerate levels and,those' 

, 
of the PG&E system as a whole. In. determin.'inq what relationship, 
is reasonable, the Commission seeks to achieve consistency 
mnong the major electric: utilities under its jurisdiction, 
while yet recognizing unique factors. calling for specia1 
consideration. 

Electric rates have increased at a more rapid 
pace in PG&E' ~ northern California service area than' in- southe'rn 
California, initially because of 'the·recent drought, arid further 
as higher ratios of thermal ,oil-fired generation have been used,; 
Average,rll.te relationships in effect in July 1979 by customer 

, " 

class based on adjustment of the adopted rate levels' and sales' 
for each customer class set forth in each utility'S last 
general rate case and subse<a:uent ECAC ch",rgcs. are as fOllows.. 
Cas developed from tariffs and" utility monthly statemen,ts filed' o,.. . ",. 

with . the COxmnission, of which we take official notice):: 

~:. " ' 

. .: ,~ 

"', , . 
'" 
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'tABU: 2 

Reside-ati8,l . 
r:l.£eline (Incl .. Cust. ChArge) 
Nonli£eline 

.. 
Total', 

3~230 
3.790 

3,.504· 

4 .. 801 
'.-

3.979·, 

3.17:r 
", 

• 

4478:" 4.725-.' " 

4~701' 6.431' 
~'I, ' " "" 

4:'5:78.:' 5 3-S4;~ .. '". 

~. >' .. 

4~S:79, 6.3-9~··, 

3-~~87i:, 'I 5-;.33:9:: 
3~S,:>t 4~9S4 .. 

S:na.ll Light .o.lld Power 
MediWl. Light .:tnd Power 

L,'1.:;-go Ligb.c "-Ud. Power 
Agi-iculture 3.713 4j3.SS.,' 6,OO?-::: __ "'-,f,,", 

Av~rage System Ra~c 3.673 4~404 $ .. 671 

12 .. 061 -1.:6$4 16 .. 68t·· . 
Di:ferentia1 LifeJ.:ine 'Rate below 

, ,?:,. '" ....... ,' ,,' .. , . .' .' 
Average.'·Systeni Rate 

PC&E rOltes have increased 41 .. 877. since Janu:J.ry 1, 1976~ 
seE ra~es have increased 24.761.- s.inee January 1,. 197& •. 
SDG&E :ra.~es luve increased 35 .. 281. <s1nccJ4Quary 1,1976, .. : . 

, ........ ,_ ................... _ ............ - .. ...-.-..-.... •.. --. ,.!~ ~" ..• ---. 

Based on the vol'UJl\cS adopted in its last g'cneral rate 
case SOuthe:n california Edison Company rate.' inc:reases, since' 
January 1, 197& have not yet brought the average system rate 

_ }~ve the ~j~~line: rate. With respect to, PG&E, in. exercising 
~t$ ~ in determining relative rate levels, ~e Co~ssion 

has permitted. increases in nonlifcline rate to :reach levels wh.ich 
have resulted L~ the lifeline rate now being 12.0& pe~cent less 

. 'I: >. 
than the average system electric rate' for PG&E (on an.histor~cal 
basis). For San Diego Gas & Electric Company the lifeline rate 
is now 16.68, percent below the average system electric 'rate, 
following a ten pe:rcen t increase in San Diego Gas & E.1c.etric 

\j , , 

Company·s lifeline electric rate authorized in May 1919 by our, 
Decision No. 90405. 

-13-
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It is reasonable at this time, based-on the above 
cot:lparison of rate relationships of ma.j.orutilitics, and the 

need which we have recognized to provide, incentives' fo,r conser

vation of electric energy, to raise PG&E's lifeline ,rate so 
that t.i.e average system rate will exceed thelifeline'ra.te by, 

a proportion roughly comparable to tha.t now in effeetfor 

San Diego Gas &. Eleetrie Company. Aeeordingly,. we will 'authorize 

an increase in the lifeline rate for PG&'E suf,ficient t~- set the. 
lifeline rate (including customer charges) at a differential o,f 
16.47 percent below the average system rate (computed 'on a 

historical basis). The Commission intends to take'a broader 

look at the proper relationship between lifeline and other rate,s 
in the context of future genera.l rate decisions fo·r PG&:e' and 
other utilities-. 

Table 3 compares rate levels in cents per kNh .. for 
all classes of service resulting from Ca) a uniform increase 

. of .232 cents per kh'h for all classes of, service . ('Column 2) ; 

(b) no increase in the lifeline rates-and a uniform: increase . , ' 

to all classes of service, including- residential serVice 

above lifeline quantities of .278 cents per kWh (Columri.4); 

and (c) a.."'l increase in the lifeline rate 0'£ .032 cents per 

ki'lh to provide a differential of 16.47 percent between the

current average system rate and the lifeline rate "and' a -
. . . .. 

uniform increase of .272 cents pcr kWh to' all othe'r classes 
of service (Column 3). 

-l4-
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TABLE 3 

pacific Gas « Electric Co. 
Avera~c System Rate 

1 -
* 
As of 
5/lS/79 
t(J&h 

Residenti~l 

Lifeline 

Nonlifeline 

Total Residential 

Small L & P 

Medi'1Jn'l. L .& P 

Large L & P 

Agricultural 

Average System Rate 

3.230 

3.790 

3.504 

4.$01 

3;.976 

3.17.3-

3.113. ' 
" ' 

3.'673 

% Lifeline"below System ,12,.'06% ' 

% Increase Over l/1/76 
Level (2.S89,t/kWh), 41.8:7% 

:tneluded ECAC Increases 

Lifeli~e ~s. ' 

Nonlifeline sales 

Col u m n 

2 3 

W/Unifom., ' W/l':artitll 
Inerease to' Increase't~ 
All SalesL.L.Sales 
¢'Ik'Wh.' ¢/'kWh 

3.462 

4.022 

3.736 

5,.033 

4.208:, 

3.405 

3.94$, 
", 

3.90S 

11.34% 

SO~S3% 

.232, 

.232,' 

3.262 , 
4.062' 

3 .. 6-53 , 

5.073" 

4.24$ 

3,.445: , 

3,.985> 

3.905-> 

16.47%;: 

so~a,JO/o 

.032, 

.212, ' 

4 

'YllNo',." ' 
Increase to' 
L .. L.,Sales 

, ¢(kWh' 

3.230· 

4~06S, ' 

3~640:: 

$.079' 

4.;254 

3.451: 

J;.99i,' 
,,' 

" 

3~9'OiS: 

l7~m 

\, 
50,.8"3'>,1.: 

, ,.2'78,' 

W Including Lifeline ECAC element IIZI l.003¢/k.Wh; 
Nonlifeline ECAC element:::: 1. 722¢'/k'Wh plus Tax Cost Adjustment CI 

(.071' ,t/kWh); & sales:levcl adopted in l)eeisionN<:>. 89'316, A.S72S4 
(PGScE's last general rate ease) • " , 

-15-
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It can be seen from Table 3 that a uniform increase 
" I , 

to. all sales wo.uld decrease the spread between the lifeline rate 
-and th.e' average system rate to 11.34 percent, while no increase 

. ~ . 

in the lifeline 'rate wo.uld raise the spread to 17 ... 29 percent. 
The effec~ o.f various intermediate co.mbinations o,f increases 

,on this spread are shown below: 

Proposed Increase 
Lifeline Nonlifelinc 

¢/kWh ¢/kWh 

0.000 0.278 
0.01& 0 .. 27S 
0.032 0.272 
0.050 0.268 
0.100 0.258 
0 .. 150 0.248 
0.200 0 .. 23-8 
0.2S2 0 .. 232 

% Difference Between ' 
System Average R<l:te & 
Average Lifeline Rate 

17.Z9 
1&.:88 

16.4,7 

16.01' 

14.; 72, 
13 .. 4:4: . 

12".16, 

11.34 

Table 3 also demonstrates that even with a slight increase of 
0.032 cents per kWh, the lifeline rate will become the lowest 
PG&E rate, by a significant margin .. 

We conclude that the differential between the aVe'rage 
system rate and the lifeline rate may reasonably be set at 
16.47 percent for purposes of this proceeding,':lnd therefore 
that the lifeline rate for PG&E should be increased by 0 .. 0,32, 

cents per kWh. 

Having determined to increase the lifeline' rate 
substantially less than we m.ust increase PG&E"s average system 
rate, we are faced with the need to, allocate the burden no,t borne 
by the lifeline r¢.te Mlong other rate cl",sses,. In past ECAC 
decisions we have alloc<l ted this· burden along with" the ECAC 

rate increase as a whole on a uniform cents per kWhbasisc t~ 

-16- , 
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all nonlifeline customer cl~sses"inc1udi~g the nonlifcline 
residential class. This policy, together with the gradual 

, ' . 
el~nation of declining block rates in general rate increase 
proceedings, has brought PG&E's total residential rat~ sUb
stantially below its average system rate, as indicated in 
colUmn 1 of Table 3,_ 

In consideration of the facts that PG&E'S system 
average rate now exceeds the January 1, 1976 level by more 
than 2S percent, making"possible an increase in the lifeline 
rate, and that the total rate (lifeline plus ,nonlifeline) for the 
residential customer class now is substantially le~s than the,' 

, " 

average system rate, it no longer appears appropriate to, impose 
upon other customer classes the burden created by ou~ deeisi?n 
to limit the increase in the lifeline rate to less than that 
imposed on other classes. Rather, that burden should' be be,me 
by residential customers through the nonlifeline ,residential 

. rate. Therefore we shall set rates so as to provide' an. increasc 
in the total rate to the residenti~l eustomer class identical' to' 
the increase to be imposed uniformly upon all other classes'of 
customer. The resultant incre."ses, with the' 0.03Z cents per 
kWh already decided upon for th~,lifciine rate, will be 0'.408 

, 

cents per km~ for the nonlifeline residential rate and 0.2'32 
cents per kWh for all other c1as,ses of customer .. 

T~lc ~ compares rate levcl~ in cents per kWh for 
this rate design (co1uran 4) with present r~tes (eo,lumnl), those 
rates which would result from a uniform. increase for all classes 
of service including lifeline (column 2), and those rates whieh. 
would result from the adopted increOlsc .in lifo'line with a . 
u..."'liform increase for all other classes of service- (column 3). 

-17-
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Comparison of Rate Designs 

Co 1 

Residelltial 
Lifeline 
Nonlife-line 

Total Residelltial 
Small L lit J? .. 

Medium. L lit J? 

Large L lit J? 

Agricultural 

Average System Rate 

% Lifeline below System 
% Increase Over 1/1/76 

Level (2.5S9¢/kWh) 

Incluocd ECAC Increases 
Lifeline Sal(S~ . 

Nonlife-line Residential 
Sales. 
Nonresidential Sales 

i 2 

3.230 3.:462 

3.790 

3.504 

4 .. 801 

3.976, 

3.173. 

'3.713 

3.673-
12.0&% . 

41.87% 

4 .. 022' 

3.736 
S.033 

, ., 

4.20·8 

'3.405 

3.94S 

3.905 

11.3-4% 

.232 

• 

u mn 
3 4 -

3·.262 3.262' 
4.062 4_198. 

3.6.53 3:.736-

5~073 5·.0'33 
" 

4~248: 4.20·S' 
3.445 . 3.40S. 

3.9'8:5 3.,9'45 

3.90S·. 3.905-

16.47% 16.4:7% 

5·0.S·3% 5·0.8:3% 

.032 .0·32 

.·272- .40a 

.272 .232, 

This increase in the nonlifelineresidential rate· is 
a substantial one, resulting in an overall increase in. this 
rate of slightly more than ten percent, whereas the increase we 
arc authorizing in the lifeline rate is just under one percent .and 
the ."vcr~S'c system rate increase will be a bit over six percent .. 
The effect will be to increaso the rosidcntial customer.'s 
incentive to keep his electric energy consumption as close· as 
possible to the minimum essential s,ervice level defined. by the 

lifeline quantity a.llowances. The burden o,f the rate de'sign, 
which we adopt in this proceeding will fallwherecitshould,. 
upon those customers who. use disproportionate quantitie~7 o.f' 
electric energy beyo.nd the lifeline allowance and w~o, 

thereby contribute toward a necdfor the constructio.n:'of· new, 
ever more expensive electric gener<lting faeilities. 
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Findings of Fact 

1. l?C&E seeks in Application No. 58891 an increase in 

ECAC rates effective July l~ 1979 of .237 cents per kWh applicable 
t:o all sales. The revenue increase sought in the application is. 
$131.04S, 000. - ' 2. A duly noticed hea:1ng, in Applie.J.tion No. 58891 was 
held at which all interested parties bad an, opportunity to be heard. 

3. At 1:he hearing IC&E. concurred in staff, rec~~dations . 
COc.c~rnins the treatment in. an ECAC, proceeding of: (a) revenue 

, 

deficiencies relating to sales to the California DepartmentofWa.eer 
R.esources (DWR;) in excess of purchases from DW'R, a~d (b)pa)rments 
to others: for the transmission of purchased power not otherwise 
included in rates (wheeling. charges). The resultant addi:tioual 
ECAC revenue requirement in Application No,. 58:891 is thereby reduced 
to $128,199,000. .' 

4. !he average system rate currently in effect is more than 

25 percent above the average system rate in effect Ott January ·1~197&. 
Lifeline r.J.tcs CAn be increa.sed in this proceeding:a 

5. Based on estimated customer sales for an,ECAC' test year 
ending June '30, 1980) the staff and l?C&E reeom;nendedtbat.a uniform' 
ECAC billing facto: increase of .. 232 cents per kWh be made to-all 
customer cl:lsses.. .. ..,.__ _ ~"'" _.,_ .... , .. " '", .. ".,.,. " . . 

6. The analysis of the rate d£fferential between 

system average rates' and lifeline rates <fncluding cllsto~er ~harges) 
nOW' in effect for !GOrE and those in effect for other major regulated 
utilities is' set forth in Table 2 in this decision. 

7. PG&E' s total residontial rate ,including lifeline and' 
nonlife-line portions, is now significantly less than. its average 
system rate.. '. 

8.· It is, rcason~le to establish' a differential o·f;-i6:·4'7' , 
, . ,(, 

?erccn t' for' ?G&E 'in -, th"l:'s'-'proeeed,£ng""betweexC'tne - average-"system":~-~-:-'--"-"" ,. 
ratc' and't..~C·-iif¢finc rate .. 

-19-. 
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9. The revised ECAC billing .factor rates a\lthorizc<i herein 
will increase lifeline rates, sufficiently to establ'ish ,the lifeline 
rate at a differential level 16,.47 percent below the av~r",gc 
system rate. 

10. The increased revenue requirement should bcdistribut¢d.~ 
on a uniform cents per kWh to. aJ.l cl~sses of service, including 
the residential class as a whole (Twle 4, Col~ 4). 

11. The.above-described rate'design will require lifeline, 
customers and the residential customer class-as a. whole to b¢.l.:r 

A reasonable proportion of PG&E~sadditional rcv:enue requirements,. 
will recognize the relati~e inelasticity of life'line usage and 
sales, a.~d will emphasize differences in residential rates above 
the lifeline level that will prolDote conservation. ~: 

12. It has not been demonstrated by any party that application 
of a $0.00032 per kWh increase in the, lifeline ECAC bi~lin9' factor 
as compared to a$O.0040S and a $0.00232 increase to the nonlifeline 
billi?g factor for nonlife line residential and nonresidential 
customers,. respectively, will impair the effectiveness of the 
·lifeline quantity asa conservation ,incentive (whereby customers 
whO' keep their usage within the lifeline quantity or close to" it 
have noticeable lower monthly electric bills than those who do, not). 

13. The increases in electric rates and charg~s au~orized 
by this decision are justified and reasonable; ·the present rates 
and charges insofar as they differ 'from those prescribed by this 
decision are for the future unjust and unreasonable. 

14. The rate increase authorized herein is.. consistent with,the 
?:esident' s Volunta:y Wage and Price' Guideline-s,. 
COnclusions of Law 

1. An ECAC increase in rates as set forth in the ensuing 
order should be authorized. 

2. Decision No~S99l6 should be adopted as the final order 
in Application No. :584&8 .:md that preeceding,should be terminated. 
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3. Because t::-.e date of July 1, 1979 on which the ECAC rates 

should have gone into effect purs,uant to ~dop,tcdEC;\C procedures; 

·has passed., and. because there is p.n immedi~te need for additional' 
" revenues resulting~ from the autho,rizcd incrcolsc, the effective 

date of the order should be the date hereof. 

ORDER 

IT IS ORDERED tha. t : 

1.. Pacific Gas and Electric Comp.:my Sholll file with this 

Com."n.ission'within five o.ays after the effeetive date of this order, 

in conformity with' the provision of General Order No.~ 96-A,. 
revised tariff schedules with rates" eholrgcs, and conditions 

mOdified. as follows: 

The Ener9Y:Co~t Adjustment Clause rates are, 
incre",sed. 'from $0.01003 to $0.0103's per kilowatt
hour £or all lifeline sales,. from $.0.,01722' to 
$0 .. 02130 per kilow.:ltt-hour fo,;r all nonlifclinc 
residential sales, and. from $0.01722 to $0 .. 01954 
per kilowatt-hour for all nonresidential sale:s-;' 

The revised' tariff schedulc shallbe'cffectivc onthc" datc' o,f 
filing. 

, 2. Decision No ... 8.9916 is m.:\de fina1,<lnd the procoodin9' in 
i'\pplieatio~.N.0. 58468 is terminatcd. 

The'· effective d.:lte of this, order is thc' dolte hereof. 
d OCT 10 1979· Date _________ , at San Francisco,Califo'rnia. 

Co:=1ss!o~or Cl~1ro T. ~odr1ek. boing 
:l.oees~arily o.b$C:lt. d!.d not 1'ru't1c,11'o.to,. 
in the dis~sitlo~ ot this ~roeood~. 

'1'7, " 'z-
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