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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Application of PACIFIC GAS AND
EL;CTRIC COMPANY for authority,
among other things, t0 iacrease
its rates and charges for
electric sexvice.

(Electric)

Applicatiorn of PACIFIC GAS AND
Z1LECTRIC COMPANY for authority,
among oOther things, t0 increase
its rates and charges for gas
service.

(Gas)

Application No. 58545
Filed December 26, 1979)

Application No. 58546
(FLled December 26, 1979)

vt {

ORDER MODIFYING DECISION NO. 61107

oy ok b

Do lll &

for Dehearing of Deciston No. 91107, which was
issued iz this proceeding on December 1§, 1579, have been filed

ke sy wim

by ALrco, Inc. and General Motors Corporation (collectively

referred t0 as GM), and the Califo

a Manufacturers Associastion

(CMA). We have considered each and every allegation of »in

- -

these petitions and are of the oplinion that rehearing should be

granted limited tO the Issue of

PG&ZTs distribution ¢osts in the Commission's formulation

marginal cost raves.

In addition, vhe petitions have

T appropriate treatment of

lentified several areas of

ambiguity which we take this opportunity o clarily. Specifically,

we will brieflly augment our discussion

will claxi?
e will alsc correct several erx

the hasis for setiting gas T

whn e wln
on lifelin tes and we
tes under Schedule G-2.

the decision.




2T IS THEREFORE ORDERED that rehearing is granted
purpose of allowing the parties T subnit evicdence and conducs
cross—exanination with respect $0 the limited iLssue of the most
appropriave treatzment of PGLE's disTtridbution ¢osvs in the
Cormmission™s foraulation of marginal cost ravtes. Sald rehearin
shall be had before such Commissioner or Administrative Law Judge
and at such time and place as may hereafter be designated.

IT IS FURTHER ORDERED that Decisfion No. 91107 shall bve
nodified as follows:

The second sentence in the second paragraph on page 113,
deleted and the following sentence shall be substi-

"Seet vZon 739(¢) of the Public Usilities Code
authorizes the Commission o raise lifeline
rates when the systenm average rate I1s 25 per-
cent or more above the January 1, 1976, level
but does not require that lifeline rates bve
ralised when the 25 percent differential Is
realized.”

following discussion shall be added under the sub-
Led Zlectric Department-Adonted Rate Saread:

elterate our view that the lifeline legislation, Public
Ueilitles Code Sectlion 739, operates as a constraint on the amount
of Increase which can bWe Imposed on residential Lifeline rates.
We also reilverate our determination trat the burden ILmposed by our
declsion o keep the lifeline rate zoderately low should be shouldered
by the rest of the residentlal class, and not by other classes.
Consequently, in setting nonllifeline residential »ates we nave
taken Into consideration both this exstra bdurden and tihe relevant
marginal costs Lor thls class, 0 adopt an Ilacrease for the non-
lifeline residensial rate of 17.285. While thls Is a rather large




increase, it Is tempered by the facet that customers have the
opportunlity to moderate Its Lmpact by decreasing their usage.
In addition, It should be noted that the residential nonlifeline
Tate now approaches 1vs marginal ¢osts

We recognize that at present, no empirical data exists with
Tespect VO the price elastieity of demand for lifeline ané non-
lifeline residentlal gquantities of electricity wishin DPGLE's system.
We belleve suck data can be of benefis Iin developing and refining
rate design In the future, and iz our meost recent PGLE ECAC decision
(Decision No. 91335, iLssued Fedbruary 13, 1680), we nhave ordered
PG&Z to initiave 2 study using accepted statistical methods o
deterzine the effect of the rate design adopsed therein on customer
usage. This study will, of course, take Iinto account the rates
adopted Iin the instant proceeding.

3. The first two paragraphs on page 149, mimeo, shall be
deleved and the following discussion substistuted therefor:
"We have analyzed both proposals and reach the con-
lon that nelther proposal produces a satlisfactory
result. The G-2 Schedule iIs applicable =0 small
businesses. These customers are not eligible for
the lifeline rates avallable to residential cus—
tomers and, unlike the low=priority comﬁercial ané
industrial customers, they are not required o
have altermate fuel capabllity. As a result,
the "value of service™ hasis for ratemakin
which historically has been applied to the low-
rLority customers Iis less appropriate for G-2
customers.

"In view of these facts, vhe G-2 cussoner %

now whatv may falrly be characterized as the

Taverage custonmer,™ f.e., & firm customer whose
rates are not subJect to llfelline »olicy restraints.

.




A 58545/A 58546 saw < Agenda NO. 2559

a - )
.;, is rezsonadble, therefore, that rates ”'

b nis
class be set close TO the average systen rate,
exclusive of lLifeline szles and revenues."”

4. Finding No. 2 on page

208, mimeo, Ls nereby corrected
to read as follows:

e rates malntained on the relatsion=-
n ecoaln - - o o ke
& In Sects 729 of <he Pudblic

-

s Code reasonadly further the purposes

the NMiller-wWarren Lifeline Act

‘s

No. 8 on page 209, mimeo, is neredy mociflad
Dy deletin senten¢e thereol and shnal
follows:

EAN
nd chzall read in full as

the average system rate

less the lifeline sales and revenues).

sioners served under this schedule are Wion
o)

wy

Tity customers, who €O not have the cap-
abllz

TY to use alternate fuel, anéd who are nos

accorded lifeline rates and zllowances."

except s Indicated adbove, rehearing
“lled herein Ils heredby denied.

Ladi

T this order Ls the dase nereo?’.
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Commisalomer Clalre T. Dedrlfelk. belrg
rocessorlly aboont, 4id no= rerticizass
iz ko dlspositica of thls yrocoodizg.

Commigsioners




