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:n this general :a~e case cecision, we ~rant Pacific Gas 
anc Electric Company ~?G&E) an increase 0: S6S~.2 million per year. 
(In acci~ior., the Zconomic Recovery Tax Act of 1981 (Tax Act) , 
passee by Con~=e$s, requires an aceitional increase in rates, to ta~ 

effect on :anuary 1, 1982, 0: Slii.4 ~illion.) The $,656 .. 2 :tillior. 
is far less than ?G&Z :e~~estec, ane it will re~~ire ~C&Z to mana~e 

its procuctivity closely. At ~he s~~e ~i~e, the ar.~ur.t is far more 
than PG&~ rate,::a~'ers--resiee!ltial, ~'Usiness, ineustrial, ane . .. 
aqricultu=al--wi1l find easy to pay. 

'ire are rec:;:u:.:ee ~y la-.., (see ~~b:'ic Utili ties (P"J) coee 
Section 451) to ensure that investor-o'~ed utilities provide ae~~ate 
and :eliable se~ice at rates that ~=e just and reasonable. We 

utilities so that they can provide ;ooe service,--out at the lowest 
possiole :a~e bu=ee~ on the ~~sto~e=. :~ eeono~ie ~irnes like tnese, 

eays 0: 
~=eat de~ail every dollar re~~ested ~ 

.: .. ... Our decision this 
today is the resul~ of that intensive effort. We emphasize ir. our 
eecisior. ~he i~por~ar.ce 0: ~ood ~~~a~e~e~t 0: all utilities. ~e 

=ecer.~ ~~~a;~e~t audit 0: PG&Z by Cresap, McCo~ic% ar.d Pa~et (ex?) 

has offered specific :eeo~~e~eatio~s as to h~'" PG&Z c~~, ~hrou~h 
a;;ressive ane pr~dent ~ar.a;e~er.t, i~p=ove its prod~ctivit'l a~d 
reeuee its overall operating- cos~s. 'lie rei~erate our expe-:~a:tion 
that PC&E will put into effect all sound reco~endatior.s to i~p:ove 
productivity. 

-2-
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~~e reasons for ~~e increases in t~is decision lie in tbe 
condition 0: the natio~'s economv over tbe last several vears, . . 
and especially si~ce PG&E's last ;er.eral rate increase two years 
a~o* =he increases over the last ~wo years have ~en d~e to i~c=eases 
i: :·uel cost--the cost 0: oil and natural gas--over which "Ne have 
little control. General rate c~ses deal with all other costs s~ch 
as la:OO:, ~uipme:lt, a::.e the cost of money. !n 1979 we ::'lade the Oest 
est~~tes we then could 0: the cost 0: these ite~s for 1980 a~d 1981, 
and we set rates on tbe basis of these estimates. As we now k:ow, 
our estimates were low for ~ny items. For e~~ple, we projected 
labor cost increases at i% a:d they were actually 10.~~ in 1980 a:d 
12.2% .,.. --
actually 

1981. The cost of deot. estimated i~ 1979 to be 9.0~, was 
l3% i~ 1980 anc 16~ in 1981. 

?G&E also had to borrow substantial ~~ounts of money in 1980 ' 
and 1981 because of a construction ~r~ra~ sta~ee in previous y~a=s 
t~at includes several large, expensive projects such as Dia~lo 
Canyon a:d He!~. We do not and have never pe~itted such 
constr~c~ion work in pr~ress (C~p) ~o ~o i~~o rate base, a:e we 
~ejee~ tba~ concept again today. ~ever~heless, the ca::yi=~ cos~s 
of t~ese projects have been a ~ajor :inar.cial strain on ?G&Z, 
especially a~ s~ch hi~h interest ~a~es. We eo not today j~d~e the 
prudence of PG&E's expenditures on these projec~s. ~hat review will 
take place when tbey have bee: co~~leted and are ~see and useful to 
ratepayers. 

:n adcition, the celavs i~ ~rin~i:~ ~iablo Canyon or. line 
.. ~ ':' I .. 

have reduced PG&Z's anticipatee reserve ~ar~in and have causee PG&E 
to r~n older, oil- and ~as-firee power plants ~ore than a:ticipatee. 
We are in this deCision authorizing substantial increases in 
maintenance eX?e~ses to ensure that ~hese oleer facilities, and th~s 
PG&Z's er.~ire syste~, will cor.tinue to provide relia~le service to 
PG&Z's customers. We are also authorizin~ signi:icant increases in 
expenditu~es on cost-effective load ma=a~e=ent pro~r~~ to stren;then 
the system's reliabili~y and flexibility durin~ the co~=~ years. 
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~he retur~ o~ e~~ity ~ra:.~ed i~ this decision re:leets~ 

interest rates of 
_

'5~.-' .. ~/~ . ..... ~. ~~ .. 6 -•• '~ .. ~~e~ o"e- .~a 'as· v~a~ _ "" .... r. _ ¥.. .......... .... _ .. ,. Massive 
federal ;over~~ent borrowin; to finar.ce the ~d9~ deficit has 
fur~her bid up ~rrowi=g costs ane red~cee availa~le funds in 
financial ~arkets and ur.:ort~nately ~ay do so :or some t~~e. ~uity 

~hat is somewhat higher. 
In this decisi'o~ 'IIe rej ect ?G&Z' s proposals' :or va:ious 

raternakin; chan;es such as allowance 0: Ch:? in rate base and c~~~~ee 
depreciation policies that ~Ily other sta~e regulatory co~issions 

these ~easures which reduce risk to the utility by shifti:; it to 

is re;:'so!'laole .. -... ..... should be !'loted tr~t the authorized ret~: on 
e~ity ean oe actuallY earned bv the uti~itv o!'lly . .. . • .1: -- .... ..... succeees 
a;qressive ~ana;e~ent of its COSts of operation. We 

;ra:t the hi;h ret..:r: of le~~ ?G&:C: rec;-..:estee.. ':'he additional cash 
flow resulting f=o~ the ':'ax Act as well as the reven~e stability from 
~he Znerqy Reve~ue Acjus~~e~t ~echa~ism (~~) aeO?~ec herein should 
:educe ?C&Z's risk a~e th~s t~e si:e 0: the =et~rn. 

We take ~otiee 0: ~he ot~er decisions issued toeay ...... .... 
Applieatio~s (A.) 60863, 60961, anc 59535 et al., ~hich a::ect the 
total rates faced by C"Js'to~e=s 0: ?G&Z. The e::ect:. "Ie <;as rates 
a:e sho~ in our deCision or. ?G&E's Gas ~e;~st~ent Clause (GAC). 
~he effective electric :ates a:e illust:atee in ou: decision on 
?G&Z's Ene:;y Cost Aejus~er.t Clause (ZCAC) a~plieation. 
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A. ~G&ZfS ~e~~~~t 

On September 23, 1980, ?G&Z ~enderee for :ilinq i~s ~otice 
0: i~~er.~ion (~o:) to file a ;eneral rate increase applic~tion fo: 
a~thority to increa~e i~s base rates for electric and ;as service 
in compliance with ~he =e~i:ements of Resol~tion M-4706, the 
C ' , , ..., ,.~., ~ , t '1' , O~lSSlon s ~equ~ato=y ~ag ~.a~ .0: ~~Jor u l ~t~es_ Tl'le tenee:ee 
~O! was acce,ted for filing on Octooer 24, 1980, as ~o: 33. On 
~ec~~e- 2~ '080 "'G&~ ~~le~ ~·s a--'4ca··0~ -~-'es-~-~ ~··t~o-··y 1.1 _ •• ....., _ .;I,... , J:' ... -_ ... _.. J!i::-' ...... .. ~ ..... --":. ... ""'-":f Yo'" .......... 

~o increase its rates and charges :or electric ane ~as service by 

Sl,138,354,000 a:d S316,244,OOO, =es~ctive1y, or a combined request 
of Sl,454,598,000. 

On A~quS~ 27, 1980, ?G&t filee Applica~ior. CA.) 59902 
seeking annual increases in electriC ane ~as rates of S248.8 :dllion 
and S66.9 million, respectively, to ;0 in~o effect on J~uary 1, 1981 • 
PG&E states that the present application for Sl.45 ~illion in anr.ual 
electric ane gas rate increases'to go into effect on Jar.ua:y 1, 1982, 
~o~le ~e ~ed~cee by ~hatever i~c:eases are a~~hori:ed as a :es~lt 
0: A.59902. Or. Feo:ua:y 4, 1981, i~ ~ecision (D.) 92656, the 
Commission authorizee ~n i~c:ease 0: S121 =ill!o~ a:c S3~ millio: 
for PG&E's j~risdictional Electrie a~e Gas ne?a:~mer.t ope:atio~s, 
respectively. ~his red~ces ~he :e~~es~ee increase in t~is application 
to Sl,017,278,000 :or electriC a~d S282,051,000 for ~as for test 
year 1982. 'l'hese ~s:ee i.~c::eeses we:e f~:,e= :e::-..:eee. as a :es-..:lt 0: ./ati0t:S 

sti?~latior.s to t~e Co~=ission staff's (staff) esti~tes and transfer 
0: issues to other proceeein~s tQ S912,3Q8,OO~ :0: electric anc 
S218,222,OOO for ;as. 

Fo: the secone year 0: the two-yea: test period cont~pla~ee 
~nder the Co~~ission's Re;ulatory ~a; plan, ?G&E seeks to 
esta~lish an additional set of eleetric and ;as rates to 
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become effective on JQnua:y 1, 1983, to offset the i~pacts 0: the 
anticipated financi~l and ope:ational att:ition on ?G&~'s ability 
to ear: a reasonable :etu:: on co~on e~ui~y in 1983. T~e applieation 
shows that ":11is aecitior.al set 0: :ates :0: 1983 woulc p:ocuee 
additional ~:oss :eve:ues aeove those p:oposed fo: 1982 :0: the 
ElectriC Depa:t~e:t 0: Sli8,565,000 and for the Gas Depar~ent 0: 
S127,68l,000. 

Based on ?G&Z's esti~tes, as revised, ?G&Z would, ~de= 

California jurisdictional e'ec--~c o~~-~-·o~s &_0 .. - test ya~ .. _ .. '982 ~~e ... WOo'" 1:"-............ _............ 
a 6.03% :ate of retu:n on :ate base on its ;as ope:ations :0: test 
yea: 1982. ?G&Z s~a~es that these :ates 0: =et~r~ or. rate base are 
disast:ously below fair and reasonable levels under present ane 
:ores~eable econo~ic conditions. Without rate relief ?G&E would be 
unable to pay its shareholders any return on thei: invest~ent a:e 
would be unable to pay bone interest ane p:efe:=ed,stock dividenes 
without substantial ~~ts in operatin~ eX?enses which, in turn, would 

?G&Z eoezice:s tb~s a~plication :irst anc :o:e=os~ a 
:i~ncial a~plication wi ~h -:h~ key e~phasis ci:'ec~ee to enablin~ 
PG&E ~o achieve a s-:ate 0: finanCial health :or tne first ti~e in a 
decade. The key iss~es as pe=~eivee ~y ?G&E a:e: 

1. ?G&E ~ust be ~anted a :ate 0: :et~rn on 
rate base th~t accurately reflects the 
a~~al ~ost of capital :aced by ?G&Z. 

2. The Co~ission ~~st p=ovide ~ean~ :0: PG&E 
to i~p:ov~ its cash :low sit~ation. 

3. The Co~~ission should aeopt a workable 
~echanis~ ~o offset the e::ects 0: 
:1nancia! and operational att:ition in 
the y~a: :ollowin~ the test yea:. 

~. Reasonable expe~se ar.e :a~e oase es~i~tes 
~st ~e ado, tee to enable ?G&Z -:0 =~intai~ 
a =easona~le level and ~alit1 of se~ice 
-:0 its c~stome:s ane also have an oppor~unity 
to earn the rate 0: =et~n :oune reasonable. 
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5. ~~e Co~~ission sho~ld i~cor,ora~e ~he 
f~nd~~en~al cha~;es in federal i~co~e ~ax 
law res~ltin~ :ro~ ~he recently signee 
':'ax ;"ct. 

6. ':'he CO::l.."':'lission s~o1.!lc. adopt~ elec-..:ic reve:n:e 
adjust~ent ~ech~is~ si~ilar ~o the g~s 
Supply Aejus~~ent ~echanis~ (S~~). 

7. The CO::l..~ission sho~ld =esis't "~ick :ix" 
proposals to provide :in~neial ineen~ives 
a~e penal~ies for ~he s1.!~posed purpose 
of inducing eesiree ~an~g~ent ~::o~nces. 

8. 7h~ CO::l.."':'lission should cri'tiea1lv revi~N 
i'ts staff'S :eco=~enea~ions 'to reeuce 
:~nds reques~ed by ?G&Z ~o pe::o~ 
conservation and loac ~~nage~e=t 
activities. 

9. ':'he Co~ission should e~licitlv ado~t 
?G&Z's ~r~inal cos~ ~e~hodoloqy. . 

10. The Co~ission neecs 'to ur~e the California 
~-e~~ Co--~ss~o- (~-e~~ Co--~ss'o-) to .... 1> .. ".; .. ~............. ~- .. '1:1 J. •••••• ~ ... 

work ~ore closely with i~ in eete~nin~ 
and L"':\~le~entin~ ener~ ~liev i~ ~his - ." y:,;.... .. 
State. 

B. ?9&E's Electric a~e Gas O~~ratio~s 
?G&E is, and ever since Octooe= 10, 1905 has been, an 

!~ is engaged principally in ~he b~siness 0: :urnishin~ electric and 
gas se=vice in California. !t also distributes and sells water in 

some cities, t~~s, ~~e ~~=al areas, and produces and sells ste~"':\ 

in certain parts 0: San :r~cisco. 
PG&E dis~rib~~es elec~ric e~e=;y in 47 ce~t=al a~d nort~er~ 

ce~t=al Cali=or~ia co~ntie5. As 0: Dece~= 31, 1979, ?G&Z se:ved 
a total of approxi~ately 3,366,000 c~sto~e=s i= all classes 0: 

st=eetlighti~q, resale, ~~d otners. ?G&~'s electric tra~s=~ssio~ 
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generatir.q plants, s~e~-elec~ric ~enera~in; plar.~s, ~ncl~din; 

geothe=mal and purchased power. 
?G&Z distrioutes qas in 3i co~nties and se~~ee approxi~tely 

2,805,000 ;as c-.:stO:':'lers as of Oece~e= 31, 19i9. ?G&Zls ~at~ral gas 
is presently su~pliee =ro~ three ;enera1 sources: out-of-state 
gas supplied oy Zl ?aso ~at-.:ra1 Gas Corn~ar.j (tl ?aso), Canaeian 
;as suppliee oy ?aeific Gas ~rans:':'lission Co~pany (?G:), a subsidia~y, 

and Califorr.ia-produced qas. :r. order to su~ply pea% de=~ees ane 
to ass~re the ability to ouy ou~-o:-s~ate qas, ?G&Z has uneer;rounc 
storage fieles a~ Pleasant Creek, McDonald !slane, ane ~os Medanos. 
c. '?':'ocedural Su.":"~a;:·t 

This proceedir.~ was assi~ed to Co~~ssioner ~eona:e M. 
Gri:nes, Jr. and ~d:ninistrati·Je :"a'''' :Jue~es (~,J) fCenj:' ':'or:lita ane 
Kenneth fC Heneerson. ~~ TO:':'lita pres idee over the prehearin; 
cor.:erences, ~he reven~e =e~i:e~e:~s, and eor.se=~ation ~hases 0: ~his 
proceedin;, and~:J Henderson presided over the public ·..ti~~ess 
testL~o:y and rate eesi~ phase. 

!n accordance with the ~e;ulatory ~a; Plan, the :~=st 
prehearing conference was held on Jan~ary 5, 1981, in Sen Francisco. 
'?u~lie witness bearinqs were held in afternoon and evenin; sessions 
in Red 31~::, Stockton, Fresno, Monterey, and Oa~land on ~~rch 3, 
4, 5, 9, and 10, res~ective1y. :he secone prehearir.; eon:erence was 

Xarch li, 1991, all in San tr~~cisco. 
On February 10, 1981, the s~a:: filed a ~o~ion ~o consolidate 

the 1i~ited reheari:.; ;ranted by D.914i8 dated Xa:ch 18, 1980, in 
A.S8545 and 58546 '..tith the proceeein;s in A.~0153. The 1i~ited 
rehearin; '..tas ;rantee for t~e purpose 0: allowir.; the parties to 
s~Qmi~ evieence ane conduct cross-exa~natior. with respect ~o the 
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limited iss~e of t~e most a,propriate treatrne~t of ?C&E's distribu~io~ 
costs in t~e Co~issionts :orrn~latio~ of ma=;inal cost rates. 
~he staff's motion for conzolieation was ~ranted. 

~=in~ the iO days of evidentia:y hearin~s, n~~erous 
witnesses :e?=esentin~ ?G&~, staff, ~nerqy Co~ission staff, anc 
several other interested pa=ties ~resentee testirnony ane were cross
ex~~ir.ed on approximately 200 exhibi~s received into evidence on 
issues involvin; results 0: operations, rate of ret~=n, rate desi~; 
and conservation. The evidentiary hearin~s were corn~letec and the 
rnatter s~brnitted :or oriefing on :~ly 2~, 1981; two weeks beyond the 
eor.ternp1atee s~brnission date. Conc~==ent open in; briefs were filed 
on Au;ust 28, 1981, by 19 parties to t~e proceedin~ and concurrent 

reply briefs were filed by 11 parties on Sept~~er 14, 1981. 
(~ppendix B lists pa~ies filin~ openin~ and/or closin9 brie:s.) 

On October 19, 1981, the staff petition~d the Co==dssion 
to reopen the p:oceedin9 :or the purpose 0: receivin9 additior~l 
evidence relatin; to the irnpact of the =ax Act on the results 0: 
operations for test yea: 1982 anc attritio~ year 1983. Si~ce ~he 

!ax Ac~ was si~ed on A~gus; 13, 1981, after the final heari~g Cates 
in this proceeding, we fou~d the staff's petitio~ reaso~able and 
reopened hearings o~ ~overnber 9 a~c 10, 1981, fo= the purpose 0: 
receivin; evide~ce or. ~he lirni~ed iss~e 0: ~he i~pact 0: t~e ~ax ~c~ 
on the results 0: o~eratio~s :or test year 1982 ane attrition yea: 
1983 ~~d the i~act on rate 0: ret~~ resulti:; =ro~ increasee cash 
flow. 

Oral ar~~ent was held before the Co~~ission en banc on 
~overnber 12, 1981, at which ti~e 16 parties pa:ticipa~ec. 
lists the participants.) ~he ~tte= is ~ow ready :or deCision. 

Asiee :ro~ the ~~~erous puolic witnesses t~~t testi:iee 
at the p~blic witness heari:9s, the Co~ission also received 
hu~crecs 0: petitions and letters frorn e~sto~ers, as well as 
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~esol~~ior.s and sta~e~e~~s ex~:essinq thei: conce:ns ove: ?G&Z's 
Sl.4 oi11ion :e~~es~ :0: :a~e :elie:. ~e Co~~ission also receivee 
a suos~~tial n~~e: of le~te:s ::om stockholee:s who :equestee ~ha~ 
the COhlmissior. t:eat ?G&E's s~oc~~olee:s :ai:ly in o:e~: to pe~t 
?G&E to :aise the necessa:y capital ~o p:ovice :easonable se~ice ~o 
its ct!stome:s. 

::I. Rate of R~~~~ ~~d Czsh tlow ?~o~o$~ls 

?G&E vie'"s this 1982 ~est yea: general :a~e" application 
as the key inst:~en~ . .....,.. 01 w .. ;.c •• its fi:'..a:'!cial 

healtb. !t consiee:s this gene:al :ate application to be :i:st ane 

s~ese:vient to, ane depeneen~ on, ?G&E bein; able to achieve a sta~e 
0: financial hea1~h :0: ~he first ~~~e in al~ost a decace. 

Consis~er.t with the e~?hasis placed by ?G&E or. its 
=e~ested :ate 0: ret~:n enc cash :low ~roposalsl n~~erous parties 
pa~ici~atecl extensively in this phase 0: ~he p:oceedir.; th:o~;h 
testL~ony by expert witnesses, c=oss-e~ir.ation, o:ie:s, ane oy oral 
a:gi:ment. 

co"~le""e .... a .. e 0-= .... et··- s~.o···i"' .• f""s "'~-.. "'_ ..... ·~.:e ..... y .... ,.&--~, "'I:" ... ..... - - ......... - ff _.., if - .... 1.. - ~...., 

California Associatio: 0: O~ility Sha:eholce~s (CACS), a~e ~be s~a::. 

Gene~al Se~/ices ~~~inis~:atior. (GSA) ~:esen~ee evicence o~ the cost 
0: e~~ity capital ane :lo~atio~ cos~ and ma:ket p:ess~:e 0: n~~ 

co~on stock o:fe=i~gs. 
increased :etu~ns o~ ecr..lity an c/o: :ate case :0: invest:':'ler.ts 0: 
cont:acts :or er.e:~J from pre:e::ee resou~ces as well as otne: 
=eco~eneatio~s :0: acoption 0: a s'ls~e~ 0: incentives 0: penal~ies 
:0: achievin~ certain desi:ed ;oals. 

testi:':'lony, the aoove pa:ties also o::e:ec ~es~i:':'lor.y on ?G&E's 
proposals to increase cash flow by all~Ninq the inclusion 0: non
ea:ning assets aoove a certain level in :ate Oese, ac~eleratior. 0: 

through ~reat:':'lent 0: :r.vest:':'lent ~ax Credit (:~C). 

flow- / 
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:0: PG&E testi:iee on rate 0: :et~:~ and on various proposals to 
increase cash :low. ::. w. Mever, vice-~:esident, .. - direct.o: # a:c:. 

Peabody & Co .. , I:co=~rated; an i~vest~e:t banki:~ :i~, testi:ied 
about the change i~ the costs 0: all :o~ 0: ~ew external capi~al 
since the last general rate case in 1~i9, the eeterioration 0: the 
fi~~ .. neial pe::o~nce 0: the electric anc co::':"ination elect.ric-gas 
utility busi~esSI the inapp:op=iate~ess 0: usi~g co~pa:at!ve eata 
within the i~dust=y to dete~ine ?G&~'s cost of capital, ~e also 
on the proble~s 0: =arket saturation wit~ utility see~rities. 

A:t the secone prehearin; con:ere::ee, E::er;y Co::t:"lissio::. a:d 
the Z::viro~~e::tal ~e:ense Func (~F) ar~~ee that cha:~es in ?G&E's 
resource plan woulc:. cause su~stantial changes in ?G&Z's :ina:ei::~ 
and cash flow :e~uire~e::ts and, there:ore, ?G&~'s o:i~inal 
presentation in E~~ibit 1, based on an early 19S0 :esou:ce plan, no 
10~ger :e:1ectee ?G&Z's eurrent finanCial sit~ation.. ?G&Z was orderee 
by the A:J to s~brnit a revised exhibit usi~; a ~Ore :eee~t resou=~e 
pl~ to alleviate the conce:~ e~=esse~ by Z~e:~y Co~~ssio~, ~F, 

sta::, a~c:. othe: parties. 
( "::" ". ... .;-... x ..... :j ...... 26), based 0: a: 

"::"eA-·~ ... V ' Q8' - """_ ~_ • .. ttl .. :-eS01.:.:ee pla.~, shows 

a~e 5246 ~illion lower, :espectively, ~=a:. ~he Q=iqi~al esti~tes. 

~"'o'~e·e~ ~~~~-c"~~ ~e~~';"'e-e-·s &0- ~Q81 s"'owe~ 1:- wi - __ '- ........ ~ •• ....... ." - ~- .. _ ••••• w - - .. ., ... ..,. 

SliO ~illion :0: bo~es, 53 ~i1lion :0: p:e:e:=ed stock, ane 5248 
~llion fo: co~~on stock, a~d :0: 1982, a :eeuetion 0: $44 ~llio~ 

:or bo~es, SSS ~ill~Qn :0= p:e:e::ee s~oek, and an i:c:ease 0: S17 
~i1lio~ :0: co~~on stock. 

the :evised cost 0: capi~al :0: 1982 wo~lc be lZ.36~ instead 0: ~~e 
12 .. 41~ sho~ i~ the application. Eoweve:, ::om a Y~=eh 1981 viewpoi~t, 
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~he cost of new ceb~ and n~~ p~efe~~ed s~ock was esti~atee to be 
15~ and 1~.75%, ~es~ectively, which acco~ein~ ~o witness ~oueiet 
would justify a 17.5% cost of e~uity and an upeated cost of capita! 
of 12.7S~ for 1982 co~pared to the ori;inal esti~ate of 12.41%. :~ 

Exhi~it 26 witness Doudiet stated that although the hi;her cost 0: 
capital is justifiable, he was not changin; his reco~endee return 
on equity of 1 7~; or the l:.~lx rate 0: ~et'.:.rn on rate ~ase to cO::lply 
with the spirit of the Regulatory Lag Plan. 
20&=:'$ P9s;tio~ 

In oreer to restore its :i~anc~al inte~rity and enable 
PG&E to provide the ~ultit'.:.de of services ee~aneed by its custO::lers 
and its re~lators, ?G&E requests a rate 0: return on rate base that 
accurately reflects the actual cost of capital faced oy PG&E. 
Although PG&E's chief financial witness ~oudiet did not c~~n~e his 
requested rate of retu:n on rate base ane re~urn on co~on equity 
of 12.41% ane 17%, respectively (~able :::-1), be eie testify that 
the current ~arket situation would justify a hi;her ret~~ ~~d the 
Co~~ission should take these changed facts ..... --
a:rivin~ a~ its authorizee ra~e 0: ret~r= for PG&Z. ?G&Z, in its 
erief, argues that the Co~~ission should fine as just and reasoeable a 
return 0: co~on equity of 18% and a retur~ on rate base 0: l2.86x. 
PG&E states that s'.:.ch cost 0: capital calculation also ass~es that 
the Commission will gr~t PG&E an effective o~erational a~e 
financial attrition ~echanis~ which w!ll e:able i~ ~o ea=n t~e rate 
of retur~ foune just ane reasonable duri~~ both the tes~ ane 
attrition yea:s. 
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Line 
~ 

1 
2 

3 

, ... 
2 

3 

1982 Cos~ 0: Capital 
~ve~a~e Y~a~ Basis 

Capital 
Rati~~ Cost 

(A) (~) 

Bones 45% 9.34XY .. 

P=e:e==eo. Stock 14% 8 8· ... y 
.. 4.t;. 

Co=r:nor.. Zqui ~ Y ....s.11!. 17.00% 

~ota1 lOa"; 

Ass~es a 13% cost 0: ~ew eeot ar..d a 
12.75% cost 0: :'lew p=e:e==ee s~ock. 

Revised 1982 Cos~ 0: Capi~a1 
Assumi~~ ~~~ De~t ar..e ?re~er=ed Stock 

ore Issued ~t lS~ ~~e l~.iS" 

Capital 
Ratios Cost -(;..) (B) 

Bones 45~ 9.58~21 
?re:e==ee Stock 14% 9.03%21 

COl':".:':'Ion :::c;:uity 41" 17 .. 00% 

Total 100% 

£I Exhioit 26, page 3. 

-l2~ 

-;';ei~htee 
Cos~ 0: 
C~:2;t~l 

(C) 

4.2,0% 
1.24:; 
6.97% 

12.41X 

Wei~htee 
Cost 0: 
Ca'Oital 

(C) 

4.31" 
1.26% 
6.97~ 

12 .. 54% 
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Doudiet testi:iee tha~ :ati~~ a;e~cies a~e security 
a~a1ysts ~se the fol10wi~~ ~eas~res i~ eval~ati~; the :i~a~cial health 
0: a :i~: 

1. ~etur~ o~ e~~ity ea:~ee. 

2. Y.arket-to-oook rat"io. 
3. Perce~t 0: capital :equi:e~e~ts ;eneratec 

ir.te:::.ally. 
4. Interest covera;es both before and after 

taxes. 
5. Q~ality 0: ear~i~~s generally ~eas~ree by 

the ratio 0: Allowa::.ce :or ~~~ds Csee 
Durir.; Co~str~ctio: CAFCDC) to ea==i~;s 
or. eom:':'!o:. equity. 

If PG&E were the only utility in poor finanCial health, the proper 

rest of the utility i~dustry~ however, si~ce the utility industry as 
a whole is based o~ these 
utilities wo~ld be inappropriat~. There:ore, 
that the best ~ethoe cur:en~ly avail~o:e was to !ook at these 
meas~res in a historical context a~d to consider the relationshi~s 
amo~"~ the::'. on a theoretical basis. 
rate of return, Ooudiet decided that it was necessary to :i~d a t~e 
perioe when ?G~Z could reasonably have been considered :inar.cially 
healthy. 
wou'~ ~ee· ·~·s ~e~u·~e-e~- si~ce ...... w~s _~ ... ~io_- -.. 0 -... ~ •• e ~i.-.~_ .~-•. ~ __ ~~-... ~ ... ·o~ • . 1,,0,... ... ........ _ ~ __ ..• .... __ .... "" _ __........ ~ 

~able :::-2 sets 
forth the va=io~s :ir.~cial measures :0: ?G&E d~rin; this period. 
It shows that t~e avera;e a~:.ual in:latio~ rate du=i::.~ this perioe 
was 3.4%; the ave=a~e return 0: ec.uity ear~ed 0: 11.8% closely 
followee the =et~rn allowed: the ave:a;e ~~r~et-to-~oo~ ra~io was 
1 ~/5 -~-es· -~e ~ve~~~e ~~-e~-~' 

• -- .... 10 I ..... \.io - Q"':J ...... ., - ... ~. 

tax eovera~e was 4.3 ti~es: a:te= tax avera;e 3.3 ti~es; ar.c ~~ 
ave:a~ed 7.4~ 0: ea=~in<;s. 

-13-
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Table Ill-2 .... 
f1 

l'ACIFIC GAS ANO ELECTRIC COMPAny fJ 
~ . . 

Finaoe i.:t 1 lt~as\lrcs 
1965-1969 r: ----- -7:" t. 

ErobedJcJ 
Anou.,l Relurn ReluHl 

l.ioc luflat ioo 00 Equity on Equity lI:nket· to- Intet-nal Before Tax After Tax ,UUOC as % 

No. Year Rate Allmlc(1 Earned Dook Ratio Gencrtltlon ~~f'!&~ 
Covet'age of t-:arnings 

(A) (8) - ,--{cr- (1))- (E) --'fi~)--- ----rm -0) 

Cost of 
Ilcbt 

-,TI-

1 1965 1.S% 11.8% 11.~X 1.98X 1,9.6% 4.7X 3.SX 1. IX 

2 1966 3.1 H.8 11.1 1.83 SI.2 4.S 1.S 6.0 

I 1 1961 2.8 ll.S 12.1, 1.13 SS.8 It .2 3J, to.l 
p 
.flo. 
I If 1966 1,.2 11.8 12.0 I. 76 62.1 4.1 3.2 6. 1, 

5 1969 5.4 11.8 11.6 1.4/, st, .1 l.S 2.9 1.2 

3.11 

3.88 

I •• 09 

1 •• 26 

1,.60 

AVC.-.lgC 3.1,% 11.8% 1. 15K 51 •• 8% I,. )x 3.3X l.'.X 1,.11% 
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~~ile PG&E is ~ot seek!n; ~o ~a~ch the s~an~ares :or 
1965-1969, witness 'oudiet testi!ied that such standarcs should be 
used as qu1eelines. 
vol~~e of financing 

Consicerin~ ~he hi;h cost 0: ~oney and the lar;e 
conf:on~ing ?G&~, ~o~eie~ reeo~enes ~he aeo~tion 

of the following ~easu:es as bein~ appropriate if ?G&Z is to be 

eons~~e~_e~ ~ ~~~~~e~a~'v he~'~~v "-~'·~v· ."'* '-'" \"ip .. _ .. ~ ......... ~ "" __ "-6>.... ... .... _. "- ..... 

1. Za:n the allowec rate of r~tu:n. 
2. Mar~et-to-book ratio slightly ;:ea~er ~~an 

one. 
3. Internal generation of fune.s should ~e a 

::tini:nu.":'t of 50%. 
4. !nterest covera;e shoule. be 3.5-3.75 ti~es 

before taxes ane. 3.0 times after taxes. 
5. A:~~C s~ou1c neve: oe greater than 20~ 

of earnin;s. 
a:~ivi~<; at his dete~ination tha~ a , -... .... I ~. 

e~ity was reasonable fo: test year 1982, ~oueiet usee the risk 
pre~i~":'t ~ethoe to con:i~ his opinion tha~ there has ~en a 200 ~sis 
point increase .... ... - overall cos~ 0: capital since the last ~eneral rate 
p:oceedin~ in 1979. The risk ~:e~i~ ::tethod ass~":'tes t~~t the :e~~~ 
or. co~on e~ity is at so~e consiste~t risk p:~i~~ above tbe 
~~eeed cos~ 0: eebt. ~he rise in the e~edeee cos~ 0= eeb~ to 
PG&E ~esultin; fro~ infla~ion i~ ~ecent years is co~side~ee a~ 
exce1le~t proxy for a di~ee~ ~easu:e of ~~e rise in e~ity cost ~o 
?G&E brought aoout by in:la~ion eurin; ~he sa":'te ~eriod. 

~able :::-2, col~~ D shows that the average ~et~:n on 
eo~~o~ equi~y for the perioe 1965-1969 was ll~a~, anc in col~~~ = 
tbat the ave:a;e e~~eccee cost of debt was 4.11~ :0= ~he ~:iod. 

necessary for each of the years 19iO th:ou;h 1982 if the s~~e ave:a~e 
spread between e~eecee cost of eebt anc return on co~on e~~ity 
:o~ th~ pe~iod 19~5-1969 is to be ~~i=~ained. ~his ~ethodol~y ass~es 

that as infla~ion increases the e~eceee cost 0: eeo~ it wo~le also 
have the s~":'te i~pact on ~he cos~ of equity. 

-15-
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• 'l'~ble !I:-3 

PACIfIC GAS A.~ ZLEC!R!C COMPA.\~ 

A~ju~~ed ~~te of ~e~u~ on Eouitv 
1970-1982 

Ye4r-end 
Embedded Cost Adjusted 

Basic Cost 0: Debt R.:l te 0: &etUr:1 
Line 0: Eq1.1ity 1910-80 Ac::u.:tl Adj1.1s::l1en: -, on Zqui:y 

No. ~ (1965-1969) 1981-82 E5ti~ted C • 3 - t...1l7. D • A + C - (A) (3) (C) CD) 

1 1910 11.87- 1..987- .$7% 12.?7~ 

2. 1971 11.S 5.36 l.2S 13.05 

:> 19i2 11.8 5.50 1.39 13.19 

4 19i3 11.S 5 .. 19 1.68 13.1.8 

5 1914 ll.8 6.51. 2.43 14.23 

- 6 1975 11.8 6.76 2.65 14.45 
.. 1976 11.8 6.94 2.$3 14.63 , 
8 1971 1l.8 7.07 2.96 14.76 

9 1978 11.8 7.26 3.15 14 .. 95 

10 1979 U.S 7.54 :L'-3 15.23 

11 19$0 11.$ 8.19 f..OS 15.$8 

1Z 1981* 11.8 9.05 1..91. 16.74 

13 TJ?d4tec. 11.8 9.18 5.07 16.87 

14 19$2* 11.S 9.62 5.51 17.31 

15 U¢.:1ted 11.$ 9.97 5.86 17.66 

* As ori6i~11y filed. 

-16-
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testified that use of tbe embeddee cost 0: debt was superior to t~e 
use of i~e=emental cost of eebt since the e~beeded cost 0: eebt is 
more stable a~d a long-~~n ~easure of the cost of debt to ?G&Z. 

Uneer this concept, Table :=:-3 snows that the appropriate return on 
co~on e~uity would be 16.87~ :or 1981 and 17.66% :or 1982. 

Based on a 17% return on co~on e~uity, Doueiet further 
testified ~hat the ma:~et-to-cook ratio would be 99%, after tax· 
interest coverage would oe 2.95 t1~es, ane internal ;eneration 0: 
funds before cash flow i~prov~ents would be 43.5% and 53.1~ 0: 
ca,ital requirements with cash flow i~prove=ents. ~oueiet also 

emphasized the ~~po=tance 0: aeoptin; an ade~uate mechanism to deal 

year between rate cases. He su?po:ted the aeoption 0: step rates 
as bein; preferable to a return on ~uity acjust~ent applieable to 
both years as usee in ~.91107 :0: 1920 and 1981. He :u:the: testified 
that due to spi=alin~ fuel costs, financial eosts have beco~e a 
lesser portion of total eosts', which c=eates an oppo=tt:.ni ty :0: the 
Co~issio~ to bette: balance the i~vesto='s a~e cons~~e='s i~terests 
i~ a way not ~ssi~le a few y~a=s a~o. He estimated that a l~ 

common ~~ity, ~oueiet testifiee that ?~&Z ~ust realize cash flow 
sufficient to support its o~~oin~ ope:a~io~s and const:uetion ~=o;r~~. 
I! t~e cash return o~ i~vest~e~t is in~ee~ate, ?G&~ ~ust =et~~ 
f=equently to the =i~ancial ~arkets even t~o~;h its =eeo=eee =etur~ 
or. eo~on e~ity ~y be ~~ite hi;h. ~ong ~be ~jor utilities. 
witness Ooudiet eontends that ?G&Z ranks 45 out 0: 50 in cash flow 
as a pe:eenta;e 0: ave:aqe capitalization. Zven if ?G&~ were allowed 
ane earned a l7~ =eturn on co~on e~ity, it would need to ;0 to the 
secu"'"i"'y - .. - ..... e ... S e··e"'y 2;': -o ...... b... • .• .;...... .. se-· ....... v o.l:ee-oI ... ,.. "Vjl!o-~,.." ... ,.. .. .. • •• ",."" 'rI _ _ .~ .. ...... .;:) 'IW.iWo,.. w ........... _. __ ........ y W __ «,.,J,y ••• y 

$200 million. ?G&~ states tnat it needs cash flow i~p=ovements 0: 

-l7 .. 
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yea= 0= app=oxi~ately 5200 ~illio~ additional ann~al cash :low. 
In Ta~le 25 0: Exhibit 26 witness ~o~ei~t shows that out 

of 52 requlatory jurisdictions, 48 pe~it all or ~artial no~lization 
of the benefits of !TC, 47 pe~it all or partial no~alizatio~ of 
tax eep=eciation, and 19 pe::nit co:S-_-.Jetion ~rk i."'J. ,ro;=ess (ell':?) .~:-.ie:: 

provides a cash benefit. ?G&~ re~~ests that i~ o=eer to ~~prove 
its cash flow, the Co~ission a~prove its proposals (a) to adopt 

'. 

a nonearnin; assets ratio (~~AR) of lO%, which would li~it ~-~DC as 
a percenta;e of earnin~s to 20%; (0) allow ee,reciation on so~e 
plant On a ~ar~inal basis~ anc (c) allow a portion 0: the :TC (6~ 

po=tion) be ratably flowed throu~h for =ate~~kin~. ?G&~ contends 
that these Cash flow i~prove~ents wo~ld reduce the a~o~nt of external 

and result i~ the eventual i~prove~ent of, its oond and p=eferree 
stock rati~~s to a solid AA level rather than the A level at which 
they r.ow t=ade. 

~eyer'supported Do~diet's testi~ony on the financial 
deterio=ation 0: the e1ect=ic ane co~bination electric/gas utility 
indust:y, the proolems 0: ~arket saturation with utility securities, 
and the increase in capital costs res~ltin~ fro~ double-di~it 

digit levels th=ou~h 1982. 
Fo= the pe=ioe 1969-1979 Meyer's exhibit shows that earnin~s 

pe= share for Xoody's 24 electric ~tilities have increased by only 
2.65% anr.~ally due to the poor retu=ns on e~~ity earned durin~ this 
period. Furthe~o=e, beca~se of ~~e poor prospects :0= ~rowth i~ 
ear~i~~s, the market ,rice of co~~or. stock eeclir.ee so ~~~t the ~=ice 
earr.ir.~s ratio 0: xooey's 24 electriC utilities i~dex fell from 
11.47 ti~es ir. 1970 to 6.74 ~i~es ir. 1979. .. , ...... 0·· ........ 1"\.,. _... '-":t •• t:t:'lities 

-18-
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sel1i~; ~e'll cor.".mo~ stock ~elow ~ook value, ":...-....:Ls cocld ~ot. st.~ tbe 'eic.e 
0: eeclir.i~; st.ock prices. 
growtb, t~e quality 0: ear~i~;s dete:io:atee over this period 
jeopa:c.i=i~~ the a~ility 0: utilities t.o ~e~erate cash to pay t.he 

-, 
electric uti:ities. 'urin; tbe period 19i'-1980 on:1 112 n~1I com=on 

book valt!e, 
oook value. 
if the t!tilities haC. not increasee divide~es, and reeucee :i:a~cial 
levera;e and capital require~~nt.s • 

7~e steff rate 0: rett!r~ -Nitness 

11.70% to 11.89~ :or 1983 based ~?on tbe hiq~er :in~r.cin~ costs 
experienced by ?G&E on its Xa:ch 1981 preferred stock ar.e ;"p:il 1981 
debt o::e:i:;s, wbile holdin~ he: :eco~encee return on co~on 
equity at the lS~ level reco~~eneed in ber exhibit (Exhibit 29). 
Gard~er further reco~encee that these cost :i~res should be revised 
to reflect the actual cost 0: ~~II debt a~d pre:erred stock o::eri:;s 
issued p:io: to the date 0: decision. 
that step rates :or ~th e ... i~.,~~ ... e ... ~~l ~~ •. ~ o~e-~~~o~~' - -.... .... ....... ::" ..... -............ 

?rio: to autho:izi~; step rates :0: 1983, 

ac·"~l &'~~~c'~~ cos·s ~o- '082 a~~ aej"s-.. & ... 0 .. - ~-... v .. ~ .... ~ .. e_e .. -e~ .. ~ .... ·~l ........ - .......... ........ ......... • u'-'" .... \,,;. - v_ 

between acopted i~t.erest a~e ~=e:e=red eiviee:e rates a~d the aet~al 

-19-
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:a~epa:e=s wo~lc ~e p=otec~ed i: the ca?i~al ~a:kets i~p:oved ~~e 
inte:es~ :a~es ceclined and ?G&E would have an OP?O~~nity 

S~a:= a~=eec w~th ?G&Z on ~be appropriate ca?i~al =a~ios 
~o be adop~ec :0= the test year anc ~e=e in s~~s~an~ia! a;ree~ent 
on the cost 0: debt anc p:e:er=ed stock to ~e usee in the cost 

" 

~he only ~ajo= a:ea 0: d~::e=ence was in ~he 
The sta:: witness 

~ ... es-... ~_'~_ .... ~ .. ~ ~~ .. ~-.. ~ .. e~ ... -e~'·~ o~ ~o~-o~ e~·~-v ~aco--e~~a-~o~ ·s ~ •• _ _ w .. __ w.-... ...... ... M.k.. --. __ ..... ........ .,~,~ ......... w." ..... a.,;J ~ 

.. -_ .. 
he: analysis by the s~anca:cs esta~lished ~y ~he ~.s. S~p=~e Cou:t 
decisio~s anc by prior decisions 0: this Co~ission • 

, .... ?G&E's ~ast ea::in;s ~=:o~nce ~d 
financial histo=:. 

2. Bone ratin;s anc inte:es~ coverage. 
3. Ca?ital s~~ctu:e. 
4. !-!a:.-ket cata CO:-.:':1on stock .. 

5. ~ ..... 'e co:npa_a .... ... 
6. 3ala~ei~g the i~~e=est of co~s~~~:s wi~~ 

inte=est 0: stockholde:s .. 
i. Size 0: capital :e~~i=e~en~s. 
8. Zcono~ic conditions. 
9. Co~~ission's Re~lato=:· ~a; ?lan ane 

balancing accounts. 
3.. ?G&E's Bis~o=ical ?inancial 

A~alvs;5 - ~. 7~0~~so~ 

~~s-o~~c~' ~~~~~c~a~ ~os~·~o~ c-··~~~~ ~~e ~e-~o~ ' ... ;~i-_'9-1;. .... ... ....... w ..... ....... .11> ....... _ .. ;!" _........ ... .. .... ~ w.... ~ .... _..... - '"J _ .. 
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~=owth =ate of 9.3~ co~parec to a O.8~ rate. for t~e period 1967-1972. 
Moreov~r, c~ri~~ 1973 the ~arket val~e of PG&Z's stock deeli~ee to 
less tha~ Cook value ace has eo~siste~tly sold for less t~~n Oook 
value si:ce the 1973 decli:e. Tho~pson further stated that if all 
the new issues of stoek si~ee 1973 hac sole at book value, the year-
end book val~e i~ 19i9 wo~le oe S34.29 i~s~ead 0: ~ne =eco=cee ~oor. 
value of S29.83 per snare at Dec~~er 31 .. 1979, a loss of S4.46 per 

Thompso~ said that construction of t~e Diablo Ca:yo: Plant 
(Diablo) was a ~ajor factor contributing to ?G&Z's need to ~o to 

(~iablo was 
responsible :or 31% 0: ?G&Z's external :inanci=; durin; this perioe.) 
The witness ooservee that cost ove==~ns on Dia~lo, low ea:ni:;s; 

internal cash generatio~. Ee thee proceeeee to eescri~ the actions 
taken ~y the Co~~ission to alleviate the probl~s createe by the 

acco~~ts to e~su=e that ~tilities can recover certain ~ajor 
. classes 0: expe~ses a~c the aeoption 0: the Re;ulato~ La; Plan to 
expedite rate relief. While oala:ci~~ account undercollections a~d 

material i~pact on cash flow :or the 1976-1979 period, Tho~pson was 
of tbe opinion that a revised ZCAC procedure, rate base offse~ 
procecure, and rate reco~itio~ :0: :i~ancial ar.d ope:atio~~l 
att:itior- should tend to close the ;a~ be~~eer. earnee anc autho:izee 

C. PG&E's Cash ~low 
?;op9s,ls - ~. CZ~~~~ 

S-a~~ ···~--ess C~~h~~ ~~ese--~ ~~s ~-a'vs's o~ ~G&~'s ... __ i'IfI_... WCii.,io, ...... ;:'1'- ............ _ ~ •• - .. _ _.. .." 

that const=uetion 0: ~iablo was one 0: the ~=i~ci~al causes fo= 
PG&E's cash flow proole~s. 
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0:1 .:: . h.t:.:: P"'&-' . . .. ' .t: • • 1 ,,-_ ow a~~ ear~~~gs, .e .O~~~ ~ ~ s pess~~~s_~c _~~anc~a out.oox 
:0: the ~ear te~ ?erp~exin;. He ~esti:iee t~~t with the .cha~ge in 
resource ,la~ ~etwee~ xay a~e: Dece~er 1980, a~e: the cancellation 
0: the Allen-Warne: Valley Coal Project in early 1981, PG&Z's 
cap1ta1 re~~i:e~e~ts :or ~es~ yea: 1982 eeclinee oy lax w~to a 
co:se~~e~t i~e:ease i~ i~ter~a1 cash ~e~e:ation as a ?ercenta~e of 
capital needs f=o~ 35~ to 43~ witho~t any re;ulatory innovations 
ass~~ing ?G&E earns its li~ re~estee returr. or. eo~o~ e~ity. C%ar~= 

eone1u~ed t~~t ass~~n; (a) Oia=lo will ~e operational ane in rate 
base by the end 0: 1982, (b) PG&Z rates are set 0: a basis ensurin~ 

~ .. ... ... 
retur~, and (c) PG&E is cautious a~out c~ittin~ itself to additional 
capital intensive projects in the near future, ?G&E should be aole 
to generate su::ieie~t i~ter~al cash flow to =e~ain its fin~~eial 
stability. He therefore was of the opinion that the drastic 
~easu=es proposed ~y ?G&~ to i=.prove cash flow ~e:e u~:.ecessa:y. 
C;'.US' ?ositiOrl 

CA~S, a nonp=o:i~ o=~~~iza~1on whose ~~Oe:s a=e 
h ~,. ~ C~'~&o~~~~ - .. ~,~c: ,··~,~ .. v ~o-p·a-·es -~~se-"-~ s. a=e •• o .. c::.e=s 0_ ....... __ ........... ;''-'''''.. ~'- ....... _ t... tIIII' *'.. . . ., ,~_ - ••• C\.* 

Ross Cade~asso, a co=pora~e fi~ancial co~sulta~~ as its witness. 
Cadenasso ~es~i:iec tha~ durin; ~~e period 1967-19i2 ?G&~'s s~a=eholde=s 

by no~:equla~ed e~ter?=ises. Eowever, ::o~ 1973-1980 PG&Z s~~:eho1ee=s 
and ~tili~y sha:eholde:s ~eneral1Y have ea:~ed =et~:ns on equi~y fa: 
below the =et~~s ear~ee oy non=egula~ed en~e:p=ises. T~e :on:e~~lated 

c:ompa~ies d~onst:a~ed a: ability to cope with inflation and we:e 
able to i:c:ease thei: avera;e =et~r~ o~ e~~ity by 26% :ro~ 11.7% 
in the 196i-1972 period ~o 14.e~ :or the 1973-1980 perioc. The 
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e~~i~1 :0: PG&Z b~ 6~ ::o~ 11.8% to 12.5~ :0: this pe:ioC ar.e ?G&~IS 

actual earnin;s ave:a;ec only 11% oe:o:e aejustin; :0: cilutior. 
incurree by the sale 0: n~~ shares below book value and 9~ a:ter 
adjustin~ :0: dilution. 

Caeenasso :u:the: testified tbat PG&Z's eovera~e ratios. 

decline in this latter ~rioC. PG&Z was :orcee to sell 52.7 ~~llion 

CA.CS, 

show the losses su::eree by PG&E sbarehole~:s because 0: low ea=ni~s 
curin; t~e perioC 197'-1980, and also the conse~~ent losses su::e:ee 
cue to t:'e sale 0: new stoe~ below book value curin; tnis ~=ioC and 

It was Cadenasso's 
flow ~p:ov~ents. 
returns are aetually 

earned by PG&E, it was unlikely that PG&Z would be able to sell n~~ 
co~~or. stock at book value :or so~e ti~e since investors ~ill want 
... ... .• , , .................... C ... , ..... , • & ... 0 see ... an;:..o .. e :est:_ ... s ..... a... ... ... e 0::"::'1:'55 ... 0: s ~ .. :' .. OSOp!ly 0 .. 

He also =eeo~~eneee t~e 

new stoek as lon~ as s~eh stoek is selli~; below book value. 
GSA'S ?ositio~ 

:or_~ Rette~~yer, testi=yin~ or. behalf of GS~, statee 
that the bare-bone cost 0: e~uity :or ?G&E is esti~ateC to be in 
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of existi~; equity. 

..ec .... -.: -'e ..... . ... -~..... 
The nc: ~ocel =eeo~i%e$ that tne cu:re~t ~ar%et ~riee 0: 

a sha:e of co=:o~ stoei< ec:r..:als the ~rese:".,,: ·/al'Ue 0: the expectec 

a~d by addition of a 4~: ~:o'~h :ac~o: a::'i"'Jec. at his lS .. 9~; ~ase cost 
of ecr.;i "':1 rate. 

secone GSA ·..ri,'t::.ess, testifiec. 
co::.ce=~i~; the effects 0: costs associated with the issua~ee 0= ~~..r 

shares a~d the effect of ~ar%et ~:essu:e upo~ ~he ~ew p:oceecs ?G&Z 
wo~le :ecei"'Je ::o~ a ~ew co~on s·oc ..... o.c.ce .... ~"',.. w "" • __ ••• "*. 

concluded tha~ an allowar.ce of 3 .. S~ of sales ~:oceec.s for flotation 
costs ar.c. Such allowar.ce 
·-'''''u.'.-': ,. ..... ~1·.· o .... ' ... y 't.O "" •• e·-· 1:>_":".1_" ......... ' • • -.~ ... ~ ..... ~"".oe o,. ... s ... ." ... ~.;r.,.. e-.. .I .... r ... ece"· ...... ,.. "'~ ... -"~-' ... - "~... ~,,- - - ................ ~ --:. ..... "'.r.. _" •• 0'"4 

the 15 .. 9~; ba:e-'oo~e cost bv .. 
e~uity a 16.4~ ret~!'~ 0: a co~posite cost of 15.92% fo: 1952. 

?G&Z IS p:oposal to ir.cl uc.e r.or.operati.,e c,r.? i::. :ate base.. He 
stated that the p:oposal Violated two prir.ciples of :ate~~ir.;: 
(a) that tbe ~atepayer should ~ea: ~he bu~den of o::.ly that p~oper~y 
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is ... •.. 
0: ra~epayers sho~ld ~o~ s~bsidi=e ~~ot~er. 
t~e Federal Ene:;y Re~latory Co~issio~ (FEKC) allows additional 
C~I?, other tha~ capital i~vested i~ projects :0: cor.trollin~ 
pollution or cor.verti~; oil- and ;as-!ired plant to other fossil 
fuels, ~ ... ..... conditions .. 
was not aware 0: any instance where :ERC had allowed C~!? in ra~e 
base ur.der such hardship condi~ions. 
Z~ee~~ CO~:SSi9~'S ?osition 

~nerg-y CO=tissio~ considers the 1982 and 1983 tes~ yea:s 
?G~Z's ~anage~ent deCisions will 

lOO~ 's ~G&~IS ~s· ~·~~-c~a' V~~~ -- ~~~ ..... 980s .. o"t;;.. .. .., W1.;i... _ .. •• ~.. _ .... • _ ___ ..... .......... .. 

a~d is followed by a period 0: declinin; health, 0: whether 1982 and 
the rest 0: the :980s as well a:e a !i~a~cia:ly staole period :or 
?c!tZ • 

tne eecade 0: take aevanta;e 0: its i~p:ov~ !:i.na~cia: situation to 
accelerate the deve10p~e~~ 0: shorter lead ti~e conse~~atior. and 
alternative ener;y resources that can ~eep its financial condition 
'""e' ~-~ .. ~~, ...... ea' - .... ~, _ ._ ...... 'tI __ ~." _w •••• ~ne:~ Co~ission believes that this Co~iss!on 
S~ .• o'·_~c.~ es~a~l ... ~s"" .. ~ sys· ... e.-.. o~_ ·-~e~-~ .. ~s ~o·~ ~-·,~-~s .-~ ~~~·l·~es .... _ -' _ ......... • .... _ • _ , -' ... •• .. ... " 'W._ .... ... ... r;;,. ~ _ ... ~ ... ... I 

-~e- C ~ss'o~ ~~-ees -~a~ ?~r~'s ~~~a~~~·' ..... -c:-I O~_ :. .......... _ _..... \,1Q.." •• ,.. .................. . co~e.ition 

has ~o=sened ~n the last 10 yea=s e~e to :~si~; i~~e=est :ates, 
attri~ion 0: earnin;s ~eca~se 0: in:latio~, ~~c=eased =a~e base 

ope=ational. ':''he :':'laj 0: cause 0: t'his :'nc:ease i~ ~/i:? is 
at~rib~table to ~iablo ane ~o a lesse= ex~ent t~e ~el:':'ls ?~~ee 

Sto=a;e ?:oject. i~er: these t~o facilities beeo~e opera~io~a: ~ ... .. .. 
1982 ane. 1983, Zne:~! Co~~ission believes t~~t ?G&E's q~ality 0: 



.. .I!015"' ...., ::.r.J/ ..... -, ... ,....1;1 .0; e ... a.... __ .... 

iiillia:':'\ B. Ma:C1.:$ ":es':i:iee o~ Z~e:~l Co=.issio~ 's 
proposals :0: e sys":e~ 0: ~ana;e~e~~ i~ce~~i~es ":0 e~coura;e ?G&Z 
to take ~he COi!:se 0: in~esti~; i~ pre:errec reso~=ces rather ~ha~ 
i~ la:~e, lo~;-leae ~~~e ~owe= ?lar.~s e~c avoid the proole~s 0: 
large ~onear~ing assets which hi!:t ~he ~~ali":1 of ?G&E's ea=ni~~s 
and res1.!lt ir. e =epetitio~ 0: the financial probl~~ 0: the 19iOs. 
He further testifiee a~air.st adoptio~ of ?G&~IS proposals for cash 
flow im~rove~er.ts si~ee it was his belie: that s1.!ch ~roposals 
provided ~oa:'atlcc:d i~cer:~i·,es that ~ro~ot.e cor.ver.tional :eSOi!:'ee 
c.evelop~er:t • 

:::. adc.i~io:lf :1arc1.!s stated that cash :10';/ relief shot:ld 
closeout C~!? and ?lar.t Eeld :or :uture ~se (?~~) acco~~s relatee 
to cot!ver.tior..:l pro.i ee-:s no lon;er pla~ned :or se:-lice and also set 
clear incentives for preferrec. resource develop~er.ts. He proposes, 
as i~ce::.tives :or ir.vest~er.ts i~ pre:erree resources, a 3% aeded 
reti!r~ o~ co~o~ e~uit1 above the base :et~~ or. co~~or. equity :or 
all i~vest~e~ts i~ pre:erree =eso~rces ope:ative a:ter Dece~e: 1979, 

ir.vestme~ts. ~is ~:oposal reeo~~izes ":he poss~ble ~echnical risk 
0: eevelop~r.~ s~ch :eSOi!=ces by red~cin; ~he life 0: s1.!ch :eso~rces 

:0: ... a ....... -~-:,.; .... ,.. ""·· .... ...,os ... s a"''': '-"1 ~ ............ ,.,s.4 .. ,.. e""''''' .... , .. A ... •• __ .. ....~.~1'- ........ ." ~ ..... _ J:' \W ........ -' ,.. .. ~'-_ 0;;,.,; .... _ •• ~ '-:,.rr..._ w. _ ~ ............ .. 

~.... -o~Ae'" ~. ~-··ol·'l""" ~,..~J_~~ ...... ·,es--e .... • ... c. p_ .,J ~ .. 5 ... 0,,- _ ... ¥ _II.; '-WC'- _~_ ••• ~.4" .. .. by ?G&Z, 

~areus p:oposes t:~t the Co~iss~on establish a ;oal of 250 me;a· .... atts 

by others, ey.cludinc stea~ ceothermal projeets. 
siqn less than 160 X'ti 0: s-..:eh a1~er::.ative ene:t;"! projects, ~t · .... oule 
oe 'Oer.alizec 0.002'; on rate base per :-rr'T 0: co~t=ae~s si~ed 'belo'" 
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160 :.r,,; and if ?G&E should 

woule receive an incentive 
contracts siqr.ec aQov~ 200 y.~. Zner;: Co~issior.'s proposal also 
provid~s fo: a si~i:ar O.002~ on rate oase per ~~ incentive :or each 
~tt where ?G&Z provides ~a~e:ial noncapital services (~aintenanee 

eontracts, feasibility st~dies, :inanc!n~, or loani~ond q~a:antees). 

that the projects are aetu~lly developed, Zne:~J Co~ission proposes 
an adclitional incentive ?a~ent 0: 0.003~ on rate base per ~N :or 
eaeh ~~ over 200 ~/i that is actually bro~;ht on line under contract 
in anyone year. :or the years 1982 and 1983 Zne=~! Co~issior. 

?G&Z forecasts that it expects to receive 55 ~fl 0: power in 1982 and 
66 ~h in 1983 :rom new ~re:e:red reso~=ce projee~s where ?G&E is not 
the O'~eri Xareus :eeo~ends that the Cor.~ission should ~:ant a rate 
0: retu:,n inerease on to":.."!l :,ate base 0: o. 005~~ :or each Y.'ti b:oug'ht 

PC&S would :eeeive an ext:'a 0.055% return on equity in 1982 acd 
0.065% in 1983 a~ove the base a~o~nt ;ranted by the Co~~issio:. 

Enerqy Co~iss~o~ also proposes an inee~t:ve 0: SlOO,OOO 
pe: thocsa~d e~stome:s :0: :~nehi:; custo~e:s ce:i~ed in the Ze:o 
Interest ?ro~:~~ (Z!?) proce~ei~q as :e~te:s or low i~come i~ o:eer to 
e~eou:a~e ?G&Z to ta%e vi~o=ous aetio: to p=o~ote z:? to t~ese e~sto~ers~ 

Ene:,~! Co~ission also reco~e~~s that cocse:vatio~ cap~tal 
expenses a~e me~~a~e recovery projects :ro~ lancfill, ~iomass; an~ 
:eee lots sho~ld reee:ve pre=e=e~tial rate treatment 0: 3~ 0: e~~it1 

a~d ei;htyears' cep:eeiatio~ si~ila: to that :0: the ~leetrie 
Depart::'!e~t, and that the Gas ~ :'-.e~ I s :ate O'! r~.::"!'l also ::'el...:.de a 
eo~se=va~ion i~centive. TaQ1e :::-4 sets .co~"''''' a s"-"'-"~ o.c ":'-e .... t"':'V .. - _.... ....~ .. u ... _: ......... -"',l. 
co~tssion's proposed i~eentives. Ene:~J Co~.issio~IS proposals 

Conservation. 
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As pa:t of E~er;y Co~~ss~o~'s proposal ~o !~p:ove PG&E's 
cas~ :low, ~i~=ess xarc~s reco~=e=dec ~ha~ ?G&E oe au~hor~zed ~o 
~~or~i:e over a four-year perioe all pas~ expe~ditures O~ a lis~ 0: 

projec~s which have bee~ deleted :ro~ i~s resource pla~ or inde:i:i~ely 
postpo~ed. ~he a~ou~~ i: ~estio~ to~als 5126 ~illion i: C~? and 
S6.i mil1io~ i~ PE~C. 

a:d the st~:: oojee:ee to t~e ~~o~iza~io~ withou~ :irs~ dete~i:i:~ 
whether ratepayers s~ould bear any portio: 0: such expe~di~ures_ 

We will accress ~he p=ool~~ =ela~i~~ ~o t~e ~~~~lc~ 

?la:~ which are a part 0: the S126 =:'1110: i~ a subseque:~ sectio~. 
We co not oelieve !~ is appropria~e to acop~ E:er~ Co~issio:'s 

relating to discontinued projec~s :0 lo~;er .(... - t~e resou:ce pla: 

/ 

with appropriate reco~e=da~io~s :or dis~sitio~ or rete:tio~ 0: suc~ 

:~cus~~ial Use:s' ~9siti2~ 

General ~otors Corporat~on (GM), ~a~se= Steel Cor?O:a~ion, 
Xo~santo Co~pa:y, anc ~:io~ Caroice corporation (r~eustrial Users) 
were active the reve::.ue 

pu-:tin; special e~~~as's o~ o~_-os_'n~ ?G&E's ~~~ acjus~~e:t ••••• ... •• 1:''' 'l:I 

ane i~cre~ental de~reciation proposals ~o i=crease cash flow. 
r~eustrial Users' witness Xar% Drazen 0: Ora:e=-Brubake: « Associa~es, 
!~c., a utili~y :ate a~d eco~o~~c cor.sul~a:~, ~es~i:iec o~ cer~ai~ 
0: the erite:ia se~ :o=t~ by Doueie~ as ~easures 0: :i~a~cial ~ealtb 

D=aze~ took exceptio~ to Douciet's 3.50-3.i5 ti~es interest 
coverage :e~uire~e~t before taxes as bei~~ sig~i=ica~tly higher t~: 
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what ratin; a~encies ~ave apparently =e~i:ee for an ~ ratin;. ~:aze: 

points out t~at t~e ave:a;e cove:a;e ratio for ~-:ated utilities 
was 3.3 ti~es i~ 1979 a~e that ?G&~ was able to ~ai:tain its AA 

rating wit~ ~ ~:e-:ax cove=a;e ratio t~at was decidedly lowe: (2 .. 8 

ti~es in 19i9). D:azen also too~ exception to the hi;h standards 
p:oposee by ~oueiet fo: percenta;e 0: funes gene:a~ed 
in-:e:nally a~c tbe ratio 0: ~-cDC to e~ity ea=nin~s. ~=azen 

testifiee that if ?G&~ ~e=e to ~eet ~he s-:anda:es woule set forth by 
Doueiet, it ~ay be that ?G&Z · .... ot:.ld be "too healt'hy" in that the eosts 
to :atepaye=s 0: ~aintainin; these standards exceed the s~vin~s they 
~i;ht realize. D:azen also points out that ?G&~IS presentation 
i~no:es its higher eo~o~ e~~ity ratio and its lowe: dividend .payout 
ratio, both 0: which he considers i~po=tant ~easu:es 0: :inaneial 
health .. 

AlthOt:.;h Indt:.strial ~se:s eo not oppose ?G&Z's ,ro~osal 
:or no~alization of a ~o=tion 0: ?G&E's invest~ent tax, they s~:o~gly 
oppose ?G&~'s ~Z~ a~e iner~en~al ee~reciatio~ p:oposals on tr.e· 
following ;rounds: 

1. ?G&! :ai1s to de~onst:ate tbe ~eed :0: 
cash flow i~prove~ents. 

2. T~e conse:vation ane ~a:qinal cos~ =a~io~~le 
£0= these eevices, as sta~ed by ?G&E, co 

., 
oJ. 

"'0" •.• " ....... s .. a ... ,.:: ....... e -os'" c"-so-" ev~- .... ~ ... .; 0'" •• '- "'". v." .. ....... -..". ",a, ... '-. .. -: h~ .. H ..... ~ w.. • •• 

':''hou ..... 'h t'he~r ':):oeuce :el.ativel·" 1:. ttle "'=' .. • .-
a:te: tax revenue :0: ?G&E, the eco~o~ic 
:'~pact 0: sucb p:oposals upon ?G&~'S 
:atepayers is potentially devastating. 

Othe~ ?a~~ies' ?¢sit:o~s 

California Fa:= Bu:eau Federation (:a~ 3u=eat:.) su;~ests _ 
..... ~ 'ts ~-"e& ...... at ... -a,.::.; .. .;o ... ~"v ...... e Co--';ss';o'" .... ~s ~O,·~A ...... a-...... .",4"-.... ...... "'-_ "'-* __ -. •• ~._. ••• Iot¥o...... •••• W _ ~ ...... ...... ... 

:easonable =ates 0: :etu:n :0: ~as ane electric utilities s~oule be 
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0= explos1ve competition ane have the aevanta;es of va:io~s types 
of oalar.ci~Q accour.~s. ~a:~ Bureau therefore a:~ues ~ha~ the ~ate 
of :et~n grantee in ~he pacific ~elephone anc Tele~=aph Cornpany·s 
general rate case eoes not ~aneate a s~~~la: outcome in this case. 
Fa~ Bureau also opposes all three 0: ?G&E's cash flow 1nc:ease 
proposals as bein~ ~i=~icks which ~ave been previously :ejectee ~y 
the Co~~ission. ~a~ Z~:eau agrees that ?G&~ is entitlec to a 

allow ?G&~ to eon~inue to attract capital at a co~petitive rate in 
~~ounts large enough to assure future service. 

~owa:d ~tility ~ate ~o~ali=ation (~?M~) a:~es in its 
brief that PG&£'s three cash flow increase ~:o~osals are un=easo~able 

:inancinq issue each yea: was acco~plishee by a chan;e in the 
resource plan. ~~~~ also opposes ~ne=gy Co~ission's a~te:~ative 

rate base. ~~~~ contends that the lS~~ return on equity recor.'l.-ne::eed 
by tbe staff is aee~~ate, if not too ;enerous. 

ED: in its brief sug~ests the followi:; actions by the 
COr.'.::'l1ssio:'l : 

1. De~ial 0: ?G&E's cash flow =ec~a~is~ a~c 
;ra:ti:; ?G&E i~s :~ll :e~~es~ee ra~e 
0: :et~r:'l O:'l e~ity. 

2. Aeo~t1:'l; a set 0: i:ee:t!ves cesi~:'lec to 
?:o~ote financially ad?anta;eous 
alte:native ener;y sources. 

'"2'. '!;'~ -lv ""Ie"·l~"'~ -,.. -:> .... &-=" &0" ~"s &""1' •• .. e .... 0 _ ... _* .... I:' ."v _"- .... '" _ '-3 ...- ..... _'lilt .tW. ----

=es~o:c to p=evio~s Co~~issio:'l orders. 
~F states that its p:o~osee actio:'ls ee~e:'le on O:'le ~~other 

a:'le cannot be cO:'lsi~e:ee separately. ~ese ac~ions are i~te:'lcec 
to deprive ?G&~ of its ~ajor exc~ses for :aili:~ to p~=s~e econo=ically 

-33-



• 

• 

A.60153 et al • 

op~i~al i~ves~~en~ anc ~o s~ew sh~~eholce~s anc ~a~ke~ analys~s, as 

clea~ly as possible, that cer.trol of ?G&Z's eco~o~ic fate lies 
~~arely i~ the hanes 0: ?G&Z's o~ ~anaqe~ent. 

City anc Co~=ty 0: Sar. Francisco (City) o?~oses ?G&Z's 
proposals to ~r.crease cash flow. 
devices :e~ire :atepaye:s, th=o~~h ir.c~easec rates, to pay ?G&Z 
S359 ~i11ior. before taxes te ~=oviee it wit~ aeeitional ca~i~a1. 

City also a:c~es ~hat Zr.e:~ Co~issio~IS cash flow 
propOsals ~~S~ be :ejectee • 

to oIo .... e ..• .; l';-v 
,.;"10 _IW .. ~ ..... 

Ci~y 

there should be no basis to ~:oviee added capital :or these ~u-~ses. 
Di sc\:ssi9~ 

Staff, ?G&~, ar.d other =.ajo: ~a:ties to this proeeeei:~ 
co r.o~ disa~=ee wi~h ?G&Z's esti~ted capitalization ratio :0: test 
year 1982 ~or with the reco~i~ior. 0: ?G&E's act~al cost 0: ~~~ eebt 

.;'\:ly 1981: 
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• 
!;ine 
~ 

1 
2 
3 

4 

5 
6 

• 7 

8 

, 

1982 Cos~ 0: Capital 
Ave~ac~ Y~ar Basis 

wei~'b~~ 
Capital 

Katie Cost 17~: KOE 
(;..) (3) (C) 

EG&E '?ositior. (revised)'" 

Bo=.c.s 45% 9.3aa,~ 4.22% 

P:-e:e=ree l4 8.980 1.26 
Co~or.. ~, 6.97 .. -

Total 100% 12.45~ 

§'taff Pes=.t:.~-r. 
Bones 45% 9.34a ,c 4.20% 

Pre:e:'rec. 14 8.97'0. 1.26 

COr.':.'\on 41 15.00 6.15 -
':'otal lOO~' 11.61~ 

a - The s'ta:: uses e~al c.rawc.~~s on Pollutio=. Control 
Bones i~ 1981 th:OU9h 1983 :~o~ :u~cs i~ t~us~ i~ 
i'ts calculation 0: cost 0: e~1:>t, ~hereas ?G&Z 
accounts :0: the e=.tire s~~ i=. 1981, as ~'be entire 
~~ount ~oes into ca~italization in 1981. 

1:> - ;..lso, tbe exclusion 0: iss~anee eX?enses :or :uture 
issues in the sta::'s calculation 0: t~e cost 0: 
ee ........ a"'c::.~ ""'''''e.e(:J> ........ eAl ""a""'''''''''': "es"'-eAl 

.; .... 'lOWF>- ,..os ... __ ... /:' _____ - .... :t ... ~... w. ...... ~ ...... ...-..... ... 

co~pc=.ents than are p:'ojectec ~y ?G&Z. 
• - ?G&E's o:'i;inal showin;, Ex'bibit 26, ~aole 1: 

Capital i1ei;htee 
Ra"t;2 Cost Cost 

Bones 45r. 9.34% 4 .. 20~; 

Prefe:'rec. 14 8.84 1.24 

CO::'l."':'lon 41 17.00 6.97 -
Total 100% 12.41~ 
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?G&E or. ~ew bond a~d preferred stock !ss~es sho~ld be reco~izee 
by this Co~issior. in arrivin~ at its adopted reasona~le rate 0: 
return for test year 1982. 30th ?G&E and staff witnesses usee an 
ass~~ed l3% interest cost :or new deot, and :or pre:erree stoc~ 
?G&E assu~ed a 12.75% dividend cost co~pared to the staff's esti=~te 
0: 12.5% :or 1981 and 1982. ~hese interest and dividend costs are 
substantially below the act~al costs e~erienceC by ?C&E in 1981 

a::.d below costs be ~easor.a~ly expec~ec ~o i~e~= i~ , 

and rec~nize 1 test year 198.2. t~e staff's reco~endation 
all actual new debt and 
1981 in arrivin~ at o~r test year debt and pre:err~ stock cost 
factors. ~~ile we believe that there will be so~e ~oderation in 
i:~:terest a.."ld preferree dividend costs in test yea: 1982, we bel:'eve 
tbat both staff's and ?G&E's est~~ates are overly opti=.istic. ~e 

will adopt as reasonable a 15% interest cost and a 14.75% pre:erree 

reco~~e~dations 0: the various parties is the appropriate return or. 

are both fo~ula-tv~ a~~roaches, whereas the staff ar.d C~CS ... .. 
follow the ~ore traditional in:o~ed jud~ent approach which relies 

consistency, and reliability :or the future, ~t re~~ires the =a~in; 
0: assumptions which, in turn, requires the exercise 0: jud~e~~. 
~ase~ o~ t~e assu-~-;o~s -~~~ ~- ~s ~~~~-p~- .~~. ·~e ~-S"'e-~ ~~-oW I.,. •••• • •• ::--...... • ...... 1.,._, ....... '-l:'~- _..... ....~.. .... ....... _ ~ .... ....-
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va:-y to fall withi~ the equity ~a~ge 0: l5~ to 18~ =eeo~~eneed i~ 

this ~=oeeedi:g. We believe that the i:put 0: the'various pa:ties 
has bee~ const=uctive a~e 0: val~e to us i~ dete~i~in~ ou: adoptee 
:-ate 0: return and return or. co~~or. ~uity for ?G&E. 00: 

determinatio~ of a reasonable =etu:-~ on co~~on e~ity will ~~t; 
howeve=, be basec on adoption 0: any s;n~le for=ula or ~ethodoloqy. 
C~sh Flow Cor.side~?tior.s 

I: conjunction with our c.ete=::-.ination 0: a'=easonable 

in this p:-oceeding, it is also necessary to eonside= ?G&Z's various 
proposals to i~prove cas~ flow. w~ile we ~y cor.~~= that it may ~e 
desira~le to inc:-ease cash flow to reeuce the a~ount 0: external 
:inancin~ necessary for ?G&Z to construct the :acilities neeeeG to 
provide service to its custo~ers; we ~ust also weigh the cost involved 

~ ~ ~ &' ~ ~ ~' ~. ~ t' & ~ , a.n~ t •• e iOJene .. :. ts .. 0 ... e ac .. !.eve .... oy a .... op :.on 0 .. sue .. ~=oposa_s • ?G&E's 

proposals, i: acopted, would require us to =eve:-se va=ious =equlato=y 
policies which have quieee this Co~ission's actions in the ~ast. 
Be:ore abandoning such policies, we ~ust be convi~cec. that drastic 
action is necessary. 

?G&E in its initial :i1in; statec t~at it ~lans to sell 
at least five ~jo: sec~rity o::e=i~;s i~ 1981, eacb 0: :ou~~~y S250 
~illion i~ size, a~c tnat i~ 1982 a si~ila= :i~anci~; p:o;r~~ wou1~ 
be ~eeeee. :~ order to avoid t~e :looci~g 0: sec~=i~ies i: the 

additional cash :low to e1i~i~ate t~e neec. :0: o:e :i=a:cin~ 
o::eri~q 0: $250 ~illion a~nually. To ~roviee ~his aeeitio~a1 cas~ 
:low, ?G&E proposed the ado~tion 0: (a) ~E~~, whereby all no~ea:=i=; 
assets p:oj ectee to exceed 10~; 0: ea=~ing assets, :ou~dee to the 

~ea:est S25 ~llion, would be i:cl~eed in =ate base, (b) the ratable 

-37-



• 

• 

A.60l53 et al. ALJ/~· 

flowed t~ou~h, and (c) incre~en~al deorecia~ion on elee~rie 

production pla~t. 

?!,E,?S 

?G&E seeks the ado~~ion of its ~~AR proposal to =educe 
the finaneial strains on ?G&Z whenever the ratio of nonearnin; assets 

exceees a certain percenta;e 0: earning asse~s. Since nonearnin~ 
assets ~rovide no current cash flow to ~ay for the financing costs, 
the utility is ~laced under a heaVY financial our den when the 

pe=cer.ta~e of ~or.earr.in~ assets to earnir.~ assets becomes too ~reat. 
Throuqh adoption of a lO~ N~~, the portion 0: earnings for ?G&E 

corninQ from ~~~c would be limited to a~ut 20~ and, therefore, 

enable PG&E to eon:o~ to one of the five standards 0: financial 

health testified to by ~oudie~. Al~hou~h the ~~~ ~eehanis~ would 
be activated only when nonearning assets are lar;e, ?G&Z elai~s ~bat 

the adoption 0: such a ~ec~~r.is~ would be looked, upon favorably by 

investors as a ~ositive ~easure taken by this Co~ission in restoring 

the financial healt~ of ?G&E. 

As discussed previously, all of the parties strongly 
opposed PG&E's ~~~ ~roposal as bei~~ con~rary to the used and useful 
principle, arbitrary, an ince~tive to overbuild, ane as a disincentive 

to control costs. ~ f~:~~er cri~icis~ 0: t~e pro~osal was t~a~ 
it would result i~ a :o:cec i~vest~e~t by tocay's ra~epayers who 

may ~ot be a:ound whe~ ~he pla~t is co~~letec a~d w~o co=s~ue~tly 
wo~l~ receive ~o be~e:its :ro~ s~c~ i~vest~e=t. 

R?table :10w-Th~0~ch of ITC 

!he seconc ?G&E c~s~ f!ow p:oposal is to no~alize t~e 6~ 

I~C over t~e average life of ~~e pro~e:~y. ?G&E re~uests t~at it ~e 

p:ovieed the sa~e =ate~ki=q t=eat~e=t fo= :~C as accorced ot~er 

aeeitior.al reve~ues 0: S87,417,000 i~ the Elect:ic ~e~a:t~ent a:.e 
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=equest is t~e leas~ co~~:ove:sial 0: PG&~'s three eas~ :laN 
i~c=ease proposals si~ce other e~e:;y ~tilities are alloweC ~o 

?G&:;'s ~sit:'o=-, 

i~ that it electee t~e :l~N-th:ou~h o?tio~, whe:e~s tne otner 
PG&Z'S :e~~est to :ata~ly 

:low-t1"'.:o\:.;h the 6~; .l'O:tior. 0: the !':'C has bee~ s-.:pe:.~ec.ee. ~ the 
re~ui:~e~ts 0: the ':'ax Act whic~ will ~e discussed i: s-.:~seque:t 
pa:a<;:aphs. 
l~e=e~e~tal ~e~~ecjatio~ 

':'he third ?G&Z proposal to improve cash flow is to allow 
~o:e rapid ra~~aki:; eep:eciatio: o=- electric p:oeuction pla:t. 
?G&:: j -.:sti:ies this ~:oeosal . . 
i~ eep:eciatio: caleulatio:s whicb would hel~ set a level 0: 
eepreciatio: expe:se :0: :eve:ue re~ui:e~e~ts that would support 
theCo~issiO:'ss~:o:~ly exp:essed oojective 0: co:se~/ation. ~e 

allowance :0: inc:e~e:tal eep:eciatio: co-.:ld p:ovice S161,053,OOO 0: 
aeei~io:al eepreciatior. expe:se in !982, altbou~h ?G&:: :estrictee 
its request :0: inc:e~ental eeprecia~io: ~o SiO ~illio~ :0: 1982 
to proeuce a revenue :e~~i=e~ent 0: Sl~~.5 ~!llion :0: ~his proposal. 
We are ~ot cor.vir.ced ~hat we sh:\\.:lc a~ t:.:.s ti.":'e ~.cor. oc: ~ p:aC':ice 0: 

pe~i~tir.q a ~tility to :eeove: the cost 0: plar.t ir.vest~ent over 
tbe used ar.d useful li:e 0: such assets. 
ratepayers i!:e re~ui:ee to oea= t:"lei: ;.?!"opo!"":.:!.ona-:oe s'ha=e 0: tbe cost 
of any plant .:!.nvest~ents ~ee to ~=oviee service to such custo~e:s. 

7he three cash :lo~ proposals ~y ?G&~ are esti~ted to 
increase revenue :e~~i:e~er.ts in 1982 ~y ap~:oxi~ately S323 ~illior. 
:0: tbe Slect:ic ~e~art~e~t anc S26 ~llion :or the Gas De~art~er.,,: 

ane cash flow :0: the eo~binee eepart~ents 0: a~p=oxi~ate17 5169 
::iillio~. Is there a ~eee :0: aeo~~ior. 0: ?G&Z's cash :lo~ ~roposa1s7 
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?G&E has sta-:ed tha-: the p~:~ose of ~he cash flow proposals was ~o 

each yea:. !~ appears that this ;oal has bee~ achievee 
by a cha~~e i~ its :eso~:ce pl~ as s~owr. i~ ~aoles 5 a~d 

7 0: ~xhicit 26. 

whe~ ~iablo c~es o~ st:e~~ a~d co~trib~tes ea:~i~;s 

a~d cash flow, many 0: t~e ?:oble~s which ~~ve cont:i~utee to ?G&Z'S 

:ina~cial probl~s i~ the l~st seve:al years -Hill ~e alleviated. 
~e are not co~vi~cec that adoptio~ 0: ?G&E's ~E~~ and i=c:e~e=tal 
de~:eciatio~ proposals are warranted. 

St:.bse~er:.': to 
Tax Act was si~nee into law. 

the ~ax Act o~ ~tilities • 
wo~ld be necessary to reope~ the record .... ..... 

:.,;.ly 1981, 

evidence o~ the i~pact of the ~~H ~ax Act o~ the res~lts 0: 
operatio~s :or ?G&E :0: test yea: 1982 a~d att:itio~ yea: 1983, 

:es~ltin; ::o~ i~creasee cash 

acc~~~lated de:e::ed i~co~e taxes res~lti~; ::o~ AC?$ will both be 
~e~ueted ::o~ the rate base o~ which ?G&~ is allowed to earn a =et~r=. 

?G&~ also co~te=ds that the repair allo"Hance provision 
available u~der the :ax Aet. 

is ~o lor.;er 

At the reope~ed heari~~s o~ ~ove~~c= 9 a~e 10, 1981, ?G&Z'S 
witness R. C~:eo tes~i:i~e o~ ~he i~pact 0: ~~e ~ax Ac~ o~ the 
=es~lts 0: ope=atio~s :or ~est year 1982 ~~e att=itio~ yea: 1983 anc 

r 
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wit~ess Doueiet testified on the i~pact of the ~ax Ac~ on.t~e 
cost of equity ca~ital under :~ll no~~lization 0: :TC ane depreciation 
as ~ndatee ~y the ~ax ~et. 
~ct ~ade the following ehan;es in the tax laws a::ecting public 
u~ilities: 

., .. ~~e adoptee ACRS ~roviees :or ~ore rapid 
tax depreciation 0: pl~~ ane equi~ent 
aeeee i~ 1981 ane subse~~ent ye~=s. 

3. Xade ~inor chan~es in the :~C law. 
4. Provides for a research ane expe=i~entation 

(R&Z) tax credit. 
5. Requires no~alization 0: the tax benefits 

0: ACRS as well as I~C, othe~Nise the 
~~ility is li~i~ed to s~=ai;h~ li~e 
depreciation ane loses the :~C. 

6. Cnee= ~~e ~=a:si~io~ =~le ~he ~o~ali%atio~ 
-~~'·~-e-e~·s ~-e ~-·~~e-ec.- ~v -~~ &_·5· ... _~ ....... _ ••••• "" .... _ - _~".. 't.tJ_ .... _ ._. ..... 

rate order issued after the passa~e 0: the 
Tax Act. 

PG&E presented data on the additional revenue =e~ire~ents 
necessa:y due to the passa;e 0: the ~ax Act over the ~~~unts sho~ 
in Exhibits 179 ane 180, the com?ariso~ ex~i~its :0: tes~ year 1982 
:0: the Zlectric ~~d Gas ~e~art~e~ts. ?G&Z cevelopee eata based on 
three di::ere~t scenarios: ?G&Z no~a1i:ation ~osition, :u1l :low-

:ecui.~'tS =or ":he Zle:-..:ic ~c. Gas ~ :....e::ts are ::.ereasee. :;...~ S~, OiO , 000 ~.e . . -
S21,476,000, :es~ective1y, :or a total increase 0: Sl05,546,000 over 
anc above the a~o~nts shown in the co~parison exhibi~s. ?G&Z's 
normalization positio~ :e:lects the eli~ination 0: ~he repair 
~llowance, ratably flows t::ou;h the deferred !~C as 0: 
Dece~ber 31, 1980, 0: 527,100,000 over 25 years, flows t::o~~h the 
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1981 ::c -:0 !'3-:epayers a."'!c s<:ock.""olce=s; -:=ea-:s ,,;~e 1982 =-: ~ a :a-:e ~ :,e.:.~::'on, I 
ar.d :-.o~.!lli:es ,,;he ":aX be:le!i":S of .;cce1e:atee. co~ ?c:ove:y Sys-..e:n (;.C?S).. OVe:-

ane aoove ~he S:05 ~il1ion acci";i?nal revenue :,e~~i:,emen,,; p:eviously 
diseussec, wi";ness C~neo explained tha,,; ?G&E's ini";ial cash flow 
proposal to :'atab1y flow t'h:ou;h the 6~' po:'tion of -:he :':'C al=eac.:r 
providee :'evenue :e~i:e~ents 0: aoout S99 ~illion; 0: whie~ 
.approxi~a~ely S77 ~illion :,elatee ·0 ~a~·~a' ~o--a'~~~·'o- o~ ~.~_·C ~ l:'''~''' - •• - •• ~ ..... """..... --

on 1982 p:,op~rty. The:,e:o:e, the revenue =equi:,e~ent e::ee-: 0: -:he 

Tax Act on 1982 :,esults 0: operations w~s sta~ee to be S77 ~illion 
plus Sl05 ~i11ion 0: app:oxi~a,,;e1: S:82 ~il1ion .. 

:low"..:..; t1"'.:ough -:::'!' ":ax ~e:i -:s 0: r.c a:.d ;.0$ ee:reeiation :0:: ::a'teU::.g 

p..:...~ses. ':'he reS'.:l':i.~ loss of -:''''lese -:.ax Oe:le:its a:-.c the loss of -:he :~ 

al1owu.ee was cale-.:latee t.o :i:.c:'ea5e :even'~e !'eq.;::ee::-...s :0= -:"""'Ie $l~-=ie a."X9. Gas 

;:.e.-~1:.le~s for ~eS": yP..z: 1982 '::y S72,998,000 a.~ S17,823,000, :,espec:ively, or a 
total 0: 590,821,000.. ':'he defe=:e: r:c as 0: toece::-.be:' 31, 1 ~80; of S27, 100; 000 

be more fevo:ab1e compared to full no~aliza~~on ~~ 1982, ~itness 
Cuneo sta~ee ~h~t this was ~isleadi~; in -:hat it :a~ls to :eeo~i:e 
-:he =apid buildu~ in 'the de:e::ee tax =ese~e usee as a =~~e ~ase 
deeuction in the ensuin; yea: ane the p~~anent loss of :':'C.. ~he 

~o~.al~zation are $30,363,000 and S5,095,000 :0: 
yea: under ?G&Z 
the Zlect=ic and 

Gas ~epa=tments, :espec-:ively, and the cornpa:able aeditional revenue 
:e~i=ements in the at-::i~ion yea: are S51,620,000 anc 511,537,000 

the adclit:.onal 

yea: 1ge2 'Here calculated to be $71,038,000 and S16,5'7,OOO, 
:espect:'ve1y. ve ~'" '9~' ...... e ~.:l.:l· .. ~o~~' ... e··". .... ·~e • ...... _ .. 0 -iI ....... ~~~.. ..... ~.~_ _ ." .... ""'" 

:equ:':~ents are es-:~~a~ee to Oe S26,107,000 a~d S3,279,OOO tor the 

-42-



• 

• 

, 

of ~o==~liza~io~ 
~roc~ces a lower reve~~e re~~ire~e~t fig~re t~~~ ~nce: full 
~o~liza~ion si~ce i~ uses a fo~:-yea: average fo:ecas~ of t:'e 
eeferrecl t~~ reserve as a rate ~ase deduc~ion_ ~he ~/AA no~lization 

methodology has ~een challen;ee ~y the Inte~al Revenue Service_ 
PG&E recommends the ado~tion of i~s full ~o~aliza~ion p05itio~ 
because it provices the best p=otectio~ a~ainst ,ossible :nter~al 
Revenue Se~ice challer.;es to. a~d the possible loss ,of, eligibility 
for ACRS and !~c uncer the !ax Act-

Witness ~oudiet tes~i:ied that if the Co~~ission sets 

revenue re~ire~e~ts in ?G&E's ~est year 1982 general rate case, 
based on f~lly nO==4lizec :~C and depreciation for n~~ plar.t acditio~s, 
it should have the effect of lowering ~he cost 0: e~i~y capital to 
?G&E because ~o~ali=ation i~p:oves cash flow. Ee esti~ted that 
a reduction in the cost 0: e~ity capi~al i~ the ra~ge 0: 25 ~o 75 
basis points would occur if cash flow i~prov~ents i~ the full ~~ou~t 

(S ~SQ ~~l'~o~ ~~ ~~~·-·o~~, ,J , •••• _~ ~. _ao. "",,-_. __ •• 'W~ 

additio~al cash 
flow_ ) 
-=low ....... -o .. l"'h '0-= a '!'V"l ....... .; 0" 0-= ....... e ~"!"C ··;as s"""e-s~~e~ ..... v ....... e 
.. -"" .. <"- --". ... ;::'-- '-... ~ .. ,..... .-" '-"::' - _ .... "- ""'. ,. •• 

:~ addition, while ~ia~10 inves~~ent a~c operating costs were ~ot 
an issue in this ~roceeding, the record indica~es that if ~iablo 1 

and 2 were to go into se~~ice i~ 1982, ?G&E's revenue :ecuire~ents 
could roughly increase by approxi~te1y S262 ~illionll a~d its cash 

flow by ro~ghly S131 ~illio~ because of the ~o~alization require~ent 
of tbe Tax .":..c't .. 

11 Ass~~es half-year operation ~~d half-yea: ACRS over st:aigh~line 
depreciation a~d one-year flow-through of :~C agai~st option 1, 
r.o==~lizatio~ of !!C. 
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Wi~~ess ~oueie~ p:occeeee ~o explai~ ~hat ~hese casr. flow 
i~provemer.~s wou1e still have the effect 0: ree~ci~; the cost 0: 
equity i~ the s~~e :an;e of 25 to 75 oasis ~oi~~s usee whe~ he 
testi:ied relati~; to ?G&E's ori;i~al cash flow i~p=ove=e:t p:oposals. 

is ~he wit~ess s~atee that altho~;h it 
meas~:e the cost 0: equity capital, ~ .. ..... is possible to ~eas~:e eebt 

reasonably ace~~te proxy for the cos~ of equi~y. 
additio~al cash flow :esul~ing :=o~ ?G&Z'S t~ee cash flow proposals, 
the wit~ess ~lieves that ?G&Z's cebt will o~ee a;~in be 100kee ~pon 
in the ~arketplace as a ~r~e couble-A-ratec debt o:feri:; rather 

Such an i=prov~ent 
i~ the ~uality 0: its debt wo~ld result in a 25 to is basis point 

improveme~t in its debt cost a~e, therefore, it was witness ~o~eiet's 
opinion tha~ it wo~le not be u~reasor.ab1e to ass~~e a si~ila: 
reduction in the cost 0: that · .... hile 
the acditioeal cash flow 
i:cluein~ Diablo or othe:sources, woul~ ~~ve a positive effect, he 
did not see ~hat such i=.prove~ents would enable ?G&E to move to~rd 

it was the wi~ness' O~~~~o~ "~at ~~s :'.... •• w._ .; .... 

tbe cos~ of e~ity woulc 

to testify o~ ~he effects 0: t~e :~X ~C~ o~ ~es~ year 1982 a:d 
Jos~i ~es~i:iec o~ ~he ~&Z tax creei~. . ..... 

101 os .. :. 
took exeep~ion to ?G&Z's pro~osa! to ce:e: reeo~~i~io: 0: R&~ tax 
credi~ ~ntil the :ext ~e~eral :ate ?=oceeei:~ ~:e esti~~ee ~hat a 
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for the Gas Depart~e~t should =e adoptee for the purpose 0: this 
The witness hac ~o oojectio~ to the estaolis~:.e~~ 0: 

a oal~~ei~g acco~~t if the ~ctual cr~dits were g:ea~er or less tha~ 
the aeoptec esti~te to be aej~stee in the next ~ene=al rate e~se. 

ehan;es resultin; f:om the ':'ax Act. :0: 
yea: 1963. The t.hree ....e ....... o..:ls .. seA "'_"t6_ •• ... e ~ .. .,., -o-~'·"~ -" 0-a. ....... _ .... '-" c;-. ow.. _"* ..... _till _"'.~. __ ""''W'''' _, 
...... j....... .. "'z t<l -~ """"'" ... O:'::la.:.... a ... 0 •• , 

revenue requi:e:ent :i~es c~=:e= ::o~ ?G&Z's est~~tes uneer 
full no~lization ~ecause 0: differences in t~e esti~ates of repair 
allowances, aejust~e=t :0: lower interest expenses Oecause 0: lower 
:i~anein~ =e~i:e~e=ts, the cu::ent =eco~itio= 0: a R&E tax, credit, 
ane ei::e=e~ee in the t:eat~ent 0: :':'C. 

Staff ~tness Co~e= reco~~ends that the Co==.ission adopt 
full no~alizat.ion 0: ACRS and :7C in this ?=oceedin~ in orde: to 

sta~~ w·--ess· ?~~_·~·s ~os';-·o- -- OIT ~~ . -- -~- ~. ---~... ~ -_ ... ~ ~- - ~~ 

She also supported 
-'!..e ...... ; .... 
... ;1 I'\J"'\J"\ J"\J"'. 

~ethoes 0: no~ali=ation previously acoptee ~y the Co~~ission are no 
longer appropriate in that the Regulatory :a; ?lan provides t~~t 
;eneral rate cases &o~ -~jo- ··~_~_'_~-... ~~_s ~e - - ...... _ ... - ... .., concuc~ed eve:v ~wo vea=s . ... 

t~e :eatures a~e ;o~ls 
o~ -be " .... / ........ et .... oAs <I .......... ~- -es· "/lI:>a"" ...... t-~ ~ .,' •• '- ..... 'W."-'iW'" _ .. __ esti~a~es 0: ~~e de:e:=ed 
tax aeco\!~ts a~d tax expe~se ca~ =e :e:lectee i: test yea: ra~es, 
a~e t~e esti~atec g=o~~h in ce:e==ed taxes a~c :es\!lting tax e~e~se 
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The sta:~ :i~=es, ~nde= a :~ll :low-th=o~;h scena:io, 
diffe: s~bsta:.tially ::o~ ?G&~'s cale~lations since the staff ~ased 
its cale~lations on the ass~~ption t~t ?G&~ wo~lc :eceive t~e tax 
benefi~s 0: ACRS and :~c even t~o~gh it would lose t~ese oenefits 
if the Co~ission flowed t=e~ t~~ou;h to the :atepaye:s. 

The deCision i~ O!! 24 ace:esses the ;e~e:al ~oliey issues 
:e1atin~ to t~e app:op:iate :ate=~kin; t:eat~ent to be adoptee as 
a consequence 0: t~e o~e:ation of t~e Tax Act: the:e:o:e, we will 
not :epeat such discussion in this o:de:. ~he deCision in 0:: 24 
estaolishes that :~ll no~aliza~ion 0: ACRS and :~C benefits will 
be adopted :0: :at~~aki:; pu:poses. ~he:e a:e, howeve:, ce:tain 
issues that ~ave not ~een acd=essed in that decision ane these issues 
a:e de:e:=ed to the indivic~al :ate cases. 

iss~e is the a~~=o~:iate :ate~a~i=~ t:ea~~ent .. ~ ~ 

fo= the ce:e::ed ITC as 0: ~ece~~e: 31, 1980. The balanee as 0: 
nec~~e= 31, 1980, of ap?:ox~~tely S2i ~llion :esults ::o~ t~e 
Co~~ssion's ave:a~in~ ~ethoc used :0: :lowin; ~~:o~~~ :~c anc 
does ~o~ :ef1ec~ a~y ~~ou~~ whieb woule be a::ee~ee by t~e ~ax ~c~. 
?G&~ :e~es~s t~at this defe=:ee oala=ee ~e :ata~ly :lowee tb:ou~~ 

we aq:ee wi~h the sta:: that t~e p:ope: ~et~od of eis?osin; of t~is 
oa1ance is to :low it th:ou;h to the :atepaye:s e~~ally i~ 19a2 a~c 
1983. With :espect to the 1;81 :~C, we will acopt ?G&Z's 
=eco~~e~datio= to :lo~ t~e e~ti:e ~~o~t to :atepaye:s ~~d 
stockholce:s. Si~ce :ates :0: 1?8l a:e al:eacy set ~si~~ the :low
throu;h t:eat~ent 0: I~C, ~~e o~lk 0: the :~C ;e~e=a~eC in 1981 is 
bei=; flowed t~:o~;~ to the :ate?aye:s. ~e will ?e~~~ ?G&Z to 



• 

• 

, 

A.60l53 et al. ~/~ w 

flow through the ei==e:ence betwee~ :~te~aki~g :~C ~~e actual :~c 
to the stockholce:s in pa:~ial :ecoq~ition 0: the loss 0: tbe repair 
allowance for 1961. 

~~othe: issue which mus~ be resolvee in tbis ~:oeeecinq 

for test year 1982 or to ee:e: reco~nition 0: such credit ~~d 
require ?G&Z to ~low th:ou;h the benefits actually earned in the ne~ 
;eneral :ate case. ~~ile ?G&E a:~~es that the ~~ou~t o~ the credit 
is still uncertain, we bel~eve that the staff esti~ate is a :easonable 
esti~ate to acopt :0: the purposes 0: this p:oeeedin;. 

Althou;h there is some possibility that the repair 
allowance ~ay Oe resu::ected i~ pa:t 0: in whole, we co not see 

consiee: such :epair allo~ee to be lost :0: the pu:pose 0: this 
p:oeeedin~. :: it beco~es apparent th~t the repai: allowance ~ll 
once a;ain be available. the Co~ission ea~ take the necessary ~easures 
to adjust rates at that ti~e. 

~he final issue which ~ust be resolvec ±n this proceeeing 
is to consiee: the i~pact on :ate 0: return :esulti~g :=o~ the 
i:':\pro\·e~ent in cash flow as a consequence 0: the ':'ax A.c~. ':''he 
:eco:d i~ this p:oceedin~ indicates that PG&E's reve~~e =e~i=e~ents 
will increase a?p:oxi~ately 5180 ~illi~n a~d its cash flow by 
ap~:oxi~ately S8a ~illion because 0: the ~ax Act. ~hese 

ane other ~ajor ?:oductio~ ?lants oeeo~e opera~io~al. PG&Z 
esti~tes tbat sho~lc 'ia~lo beeo:':\e ope:atio~al in 1982, its revenue 
:equirements co~le increase by 5252 ~illion ane its cash :low by 
$121 :':\illion. ~~ile ~he fi~res :0: Diablo are consideree =o~~~ 
a~proxi~tior.s, it is oovio~s t~at the ~ax Act, throu;h its ACRS 
a~c :~c no~alizatio~ -e .... '·.; -e-e ..... s w';" ~ t-e-e .... ,.. ....... s··'l...s • a ...... .; "," c ... s .... J: ..... '1ow .. ~ __ ... " • ..... , ..... " •• _"-__ .. I:J flop .. ___ ~_ ....... . 

to ?G&Z when s~ch ?lants beco~e operational. :n ar=ivin~ ~t our 
aeo~ted :ate of return :or ?G&Z we will ;ive eo~sideration to tbe 
.... 'I..-... ~es "--.... ~ ... ---"e -·,,---s ,.,....: .: ... -"' .... ~OI" -~·' ... .; .... r J:_ ... 'Io.~ - .......... -_ .. ~ .. ., ~\. ....... _~tI.......... ,,_~ ... ___ ~~""'.'- ~Pt.* ••• ~....... _ • .,itt;1 ___ ........ ~ __ ...... .,.;.-,,:; .~ rv.. •• 
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E~e~ev Co~~issio~'S 
:~ce;~ivc ?~ooosa;'s 

~ ... p.--v ...... _ .. "",; ..... Co:-::!issio~ 

?~O?os~;' :0: ~ sys~c~ 0: i~ce~~ives ~o ei:cc~ ?G&£'s ~a~ase~e~~ 
~o i~vc~~ in ?:o:o~rccl rcsou:ccs 0: ?:oc~:c con~=ac~s :o~ ?=e-

~csou=ces. do believe 

to allo· .... i-:s ...... .:<!' ..... .." case, 
""e ?lace ~hc s-:a:: Z1="C. ~-:i:'i-:i.cs O~ ~ot.ice ~~a~ we i:'!~e:1c. to s~-.:<!y 

the ·"a:::'o\.:s ::a~i(ie.:l.~ions 0: such .:l:'! ince:'!~i"le sys-:e::t i!'l a :\:~'.:=e 

"':0 I::~:'S e~d, ""I!: :"~~e::c. ~o ~~:<e ~::e -.·:';0:_ 
i~a;i=a~~o=, a:e ef:ec~i'l~:ess 0: ~ ~~il:~y's 
CQ~se~~a~~o~ ~::o=~s a ~ey ~~es~io~' J_ :~~~=e 
~3~e p:oceee!=;s ~~C cec~s~o~s e~ S~~?~: 
a~~4I~o=:.:a::"e=... -:~e e::o:--= .";~ e:(~ec-: 
~s ~o~ :~~i:e~ :0 ex~o=~~:~o~, ec~~~~!S~~q, 
a~d ~=ae!~~o~al ~~a~s :0: ~~o~o:!~; 

~..:~ ey.~ec~ ..:~:"l~~ies ~o ex?:o~~ 
possi~le cos~-e!~ec-:i7~ ~ea=s 0: 

.. S:'~:'la=l:r, ",,:e ex::,ec~ ~~:':i ~ies :'0 ·"'0:7-: 
a;;=e~si'lelt !o: ~~e ee'lelo~~e~~ o! al~e==a~e 
~~~~~! so~=e~s, ~~~:~e~~~ so:a: a~e 
~~o~~e=~a: e~e~;7, a~c we ~~ll ~o~~~ce= ~~ese 
e:!o=~s =a~e a=~ s~~~l~ eee!s~o=s. (?CC 
--.. ~·~O" S •. ~ ·'·0-':. .. ' "'\ ~ec. e~~~, e~~. _~I _# I~, c~:ec -- ~~C. 

9:'l07,~. 15!..) 
.... _ .. .; ,. 

.. .:I 

~~o~o~~o~ 0: e~e~;: co~se:va~~o~ ~~C :~e ~se 
0: a:~~~~a~i~~ ~~~=;: =~so~=ces. ~~~:e ~~e 
~a=;~n~l cos~ of co~se='le~ e:e:;y is less 
~~a= ~he ~a:;:=~: ces~ o! :ew $~~~lt, ~~e 

ot!= 
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:o~e= sho\:lc ~lways be ~he i~ves~=.e~~ 0: 
choic~. S~~~l: :=o~ ~o~co~~e~~io~al a~e 
=e~~w~ble so\:=cez, whe=e it costs :ess a~ 
t!':e ::\a.:e:'~ tha~ s\!~""\l'r ==0::'1 cO:'lve:'ltio:,:~! 

~ ~ ~ -
so~=ce~, s'ho\:le oe ~~e ~re:e=e:,:ce. ~e e~eet ~ .. ..J:' 

-~e --~-~ ..• ~'.-~~~ .. ,~ -e-··~-e ·0 -~~e ..... _.~ __ ~. '- ..... _ .... _ .. _~ ,,_ .. ":t ..... w- W .""V •• 

~hese p~i:ei~les ee~~=a: i~ ~hei~ ,la~~i~~ 
3~d i~ves~~~n~ eecisio~s. :~ 
establish:'=~ specific ;oals, ?G&E shocld be 
~~ce~ OV .~~ ~o"ow~-~ ov~-~" ~o~_': ~~.~ "If __ _ • ..,.. __ .-... ... ... ~ .... _w_ .. y.... .---...--

~==e~tl? coz~-e==ective co~se=v~~io:'l 
'Oote~t:'a1 5~all be ac~ievee to ~~e ~evel 0: 
e::ec~~~e ~a=ke~ sa~~=~~io~ ~? 1985. ~~~s· 
is te~ :~l: yea=s si:'lce the Co~ission 
s~a~ee i~s ~~~e~~io~ ~o ~ake ~~e ~~;o=, 
i~a~~=a~io~, a~e e=:ec~i~e~ess 0: a ~~i:i~?'s 
eo~se~~a~io~ e=:o:~= a ~e? ~~es~~o~ ~-
:~t~~e =a~e p=oceeei~~s a~c eec~sio~ a~e 
s ..... 'o' v ~.··'"'o- .. -10·~ 0-" (~Q' , 07 ?J*~.":,' ". '-::'. _. ".. ......... _ ~ ... 4.;......... ..... ~ ..• --, 'fIQ( ... ~ 

las~ ~e=e=al =ate case, Dece~~= !9, 19i9, 
;:p. 152,205.) 

?:'ese::,'':ec 

ev:.ec~.cc ·'''~-'''a·~··e ..... ~e .... -~ w ......... · _ ... w .,;; •• .. ~~ 

acC':'essive ... -... ... u 
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s\.:c:; as ~~e Z:;erco'/ Co:':".:nissio:l.; -- . 

.... "../ "c1~ ~_~·/~A:'" ~"""""~~c' a--'-''; .. ':o~~' fI'IIoo .. .: .. ,.!IIt-..;o'" "0 0· ........ ......... .:.,..: .. .;~s ....... '" ..:;-t. ',; ..... 0;:: .. '.:';:~~... ...r.;. ..... _ •• "... ..j __ .......... .... \,0_" .......... _.0;;: 
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. 
St..!C!1 =a~o 0: :-e-=:.:::-.. ·11:'::' ,=o·J'ic.e a ~:'=es :.!!:e:,~~~ 

cove:a~e a:te: taxes 0: a~p:oxi~tely 2.8 t!~es, which we 
believe will e~a~le ?G&Z to ~=~de a~ an AA bo~d :ati~g. 

a:e 0: 

':'able t~~ acoptee :ate of :et~=~ 
eeot :0: 1982 will'sell at 

which assu-"':'\es 
t1".at 

.. 
-~--

a~ i::.te:est 

, A ... 
..... <11 • 

~ ....... -_ ----- _ . 

/ 
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CO:':'lpone:,,:~ 

Ave=aee Yea= 1982 

Lon;-':'e:::\ :Debt 
Pre:e::::ee. Stock 

'Z'otal 

~Averaee Year 1983 

Lon;-Te=:n :Oebt 
Pre:e:ree. Stock 
Co::t."':'Ion Stoc~ 

Total 

'rable ::::--5 

Aeop~ee Ra~e 0: Re~u:n 
Te$~ Yea: 1982 

At~~i~io~ Yea~ lO~3 

Ca~:'ta1 
F.,tio 

:;'4 

100~ 

41 -
100% 

Cost 
?ac'to~s 

o ..... a 
- • I ~ 

9.03a 

16.00 

10.~2a,~ 

9.46a ,b 

l6.00 

a - Ass~~es 10n;-te== e.ebt cost 0: lS~ 
ane p:e:e==ee stock cost 0: 1~.i5~ 
in 1982 ane. ac~ua1 1981 deb~ ane. 
p:e:e==ec stoc~ costs. 

b - Ass~~es lon;-ter= eeb~ cost 0: 14% 
and ~:e:e::::::ed s~ock cost 0: 13 .. 75% 
in 1983. 

-52-

"'iei~htee 
Cost 

4.38~ 

1 .. 26 

6.56 

12.20% 

~.69% 

l.32 
6.56 

12 .. 5i% 
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While 'lie !'lave =ejected aCoption 0: ?G&E' s v&:!.o\:s cash :low prO,t:O~, 

t."'"le '!'~ J.I::: has l~...slativelv %OViW- ::c&E ·Hit.""l a S".:Z'"" •• c.:~ i:'..c::'ea5e :.::. casn .... ".. ~ . 
!low .. our adopted :ate of =~..:= on :'ate base a:-.d =~ or:. a:aron ecr..::.ty ¢ves 

consiee:at:.cr.. to t:-.is :...~c::ease :..~ <2Sh flo, ..... as well as t'he adoption 0: ~'1 ~ 

att:'itio:l adju.st::r.e::t r-ocedures. 

A::R Rate ::..dj~t: 

!..~ 1:).93628 t'be Cerrm:i.ssi<r. aej1.:Sted elee"""_-:'c':,ase rates ":0 excl.".:Ce fuel 

oil i.~ry as a ~ :ate ite:n UJ! ~.i~...ed t."-'Je :eet:Ne..~ of r:a.-::y'j:'.t; C:OS-...s 

asSOC"...ated. ...r.th fuel oU i:merteJ::;ry i.~ t:~ ;.:;:p" :ate. :>.93628 also p:ov:.ces t:.at t.~ 
~ :ate be revise: · .... henever tbe Co:rrnission ~ a cz..;oe l,.."'l t.~ at."trxxiZed :ate 
of =etu..~. s;...~ee·Ne 1"ave aCopted a 12.20% rate' 0: :e':t::: i.."'l this o:O=...e:, it is 

appropriate to =ev-'..se t.""'.e ;.zR :?te to =¢lec: t.-"":'s cha .. -~ in =ate of :~. 'the 

AER rate -Hill ::e =evised £..-an .00257 SrJ¢o"h to .00276 S;:~"h to proeuce 510,684,000 

in adCitional ;.E;?. =ever:ues. '!he addit:i.ooal :e'/eIlue reql::':ee:t ',.;as eale~ated ~ 

~tiplyil'~ the C?CC juriseieti~ :-..:eloil :..-:veto::y ~e=. ::.. :>.93628 0: 

S226, 097 ,000 ':1y t.ie ne..... at."t.."':or-l...zed :ate of ret\::': of 12 .. 20~ a.."'ld ::y applieation 0: 

a 1.~849 :et-to-;:oss ~tiplier .. 
r.;. ~fII( 

Eis"'..oriC2l1.y, t.~ s-...a:: a..~?G&E :""'l a :ate lX'ccee:.i:'.c; 1".ave e'i.~eenents 

CNe: t.~ e~:'-'ation of sales ar.c. :eve::ues for a test pe:ioe.. :.~ ":.~i:' i:'.i t:.al ex1".:l):'":S 

i:! t."-lis proeeeei..~, there ~ a S150 :-.illion c:.::ere::ee ::.. eleet:'ie ~ 

esti.'T.ates :or 'test ~ 1982 are over S25 ::'1illi~ :or a't-::itio~ "fez: 1982 :or=~il:r 

cue 'to c:.::ere:-.ces ~ sales es-..i.'T.ates. ;..lt~h tbe t'...o ~ies 'Ne:::e able to =each . ~ 

a CO!r.pt'Or."ise sales esti.-=ate ;os:' -:ion :0:: t:-.:i.s p:oceee!..~, are tbe:e:o:-e eli."':li:2te 

revenues as a.."'l is.st:e, t'he s""--Z::, ::C&E, a..~ ==~ C'o"::':lissio:. all S\.."ppo:-: t..ie concept 

of a =evenue adj\:S~t ::ec~.a:".is::t to ~Sl.!..""'e 't1"..at the t.'"til:. ty collee--s ee ~p!%op:-i...a-:e 
level 0: revenues ~..c. does not reeei ve a ·..r_"'lC.::all or S".:!:e: :=~ i:"~deq'.:.ate =ev~s 

because of the level 0: sales adopted i.."l t:ns eeeision. YIoreover, ~e es""~l;'s!r.leet 

of a revenue aCj~,,; :nee:-c.isn is espee.lally i.~~t to e1:i.-:U:".ate a.."':'j' 

disi..~eentives :or a ..:::'lity -:0 pra:'Ote co:-.servation ar.c. -:0 ?=,S'..;.e ":..ie J,:Olieies 

enunciatee Qy t..iis Cor:r:'.issior. or. ach:.ev.:_~ all cost-e-::ee:ive co::.se:va.tion. 
~E, Ene=;y C::r.r.'.ission, a.."':d t..ie s-..a:: all S'~;estee a:l ~~ ~sal 

(\:lce: ~ioo..;.s r.ames). ;.J. t..~h ~e!';Y Cctr..iss:'~' s p::opo~ :'s ~ i.."l ~:.icie::t 
d-.. .;' to ~-:i'" .. -_...:I.. "".:1_-"0:" .... ,.""''''' .. ,.,... s';I""'"".~.--'v ..:J.;J:I:_PI"". ... ~- .......... -.............. ~.... .. ~~ fW,\,J;,)):J..... ., _ ... "......., .~'- _" ......... _ ... ~.'--. ~ .. ___ ... _ ......... '-....... '-w~-.. 

or.. ~"s ".0",: el: '="",a....,....., ,..-. 5S. 0'" .... I""!·es &0" .. '1.- ~":.-... ... .1 0:: oJ: -... -- .- - ...... --';1; ~\I..'" _ ......... y..... - - ,-.. Jt:: "-'-"'-'i!''''' •• '' -
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PG&Z's ~~ proposal is basee upon the ;as S~~. 
PG&E's proposal a base a~ount e~uivalen~ to t~e Co~ission's 

proceedin~ is used. The ~v. would provice base revenues to ?G&E 
as adoptee by the Co~~ission anc independent 0: actual sales levels. 
Any overcollection or uneercollection 0: revenues ~ill flow into a 

balancin~ acco~~t ane shall bear interest at the rate providee .-....... 
Pa-.. t B o~_ t~e ~~'~~~~a~v S-a-a-e--... ... __ ........... _ .... .. W"W".. ... ... ..,. Adjust=tents to the rates would 
be ~ade at the sa~e ti~e EC~C revisions are ~aee. 

The staff'S E~~ pro~osal is essentially the S~~e as ?G&Z's 
-ec~a-~s- exee~- ~_o_- ~"o' -... o~·_'& ..... ~c·~ ... ~o~s. .. \ ... -- ... ;:;- -'" ... ...-- ~he sta:f reco~ends tbat 
the E~~ co~pare ~onthly authorizee base rate reve~ues to the 

::'Ionthly recorded base rate reven'l.:.es oeca'l.:.se reventle :lo· ..... s to PG&E 
va:y by season 0: the year. The 'l.:.se 0: a reventle distribution 
schedule reco~nizes t~~t revenues are not received e~ally throu~hout 
the vear~ therefore, aeo'Otion 0: such a schedule ~ould reeuce . .. 
the ~~ount 0: ::'Ionthly ee~its and credits 0: interest and, 
conse~uently, tee extent 0: rate :luetuations • 

...... ~~~ ~""'-""e'" ... eco ... -e ... ..:ls -h ...... a 5'" .;a._~ __ ....... ..... ... .. .. ...... ~ ••• ......... ~. li~itation be placee 
upon the ~~g~ittlee of reve~ue s~o=tfalls recoverable thro~;h the 
ERk¥. oalancing account in anyone-year pe=iod. Should the shortfall 
exceed t~e Sr. li~itation, ?G&Z ~o~ld be re~ired to :ile ~n 
application to j~sti:y recovery 0: any s~o=t=alls in excess 0: 5%. 
T~ere wo~ld ~e no li::'litation on any ove=eollections. 

PG&E's witness testi:ied t~at tbe ~oci=ication i~cl~dee 
in the st~:= proposal :0: a monthly revenue e~st:ibutior. seheeule 
was an u~:.eeessa=y =efin~er.t at this tL~e. He did not, however, 
see any ~=obl~s in aeopting suc~ ~oeificatior. i: so oreered by t~e 

CO=tission. ?G&E believes that since ECAC rates fluctuate sUbstantially 

monthly oasis woule be overshadowed by the cha=ges in the ECAC rates. 

-s~-
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30th ?G&E a~c E~e:gy Co~~issio~ opposec the s~a::'s 
~odi:icatior. ~o li~i~ :ecov~:y 0: u~ee=collec~io~s u~der ~~ :ot 
to exceed 5~. ?G&E states that the avowed ~~rpose o! such a 

or. accurate sales :o=ecastir.~ :0: :i~a~cial pla~:.i~g, resource 
Both ?G&E ar.d 

0: an ~¥.. It will red~ce the ti~e devotee to the issue 
of appropriate sales esti~ate levels to be ~seC :0: rate~a~i~. 
It is especially di::i~~lt ir. th~s period to ~ake ae~=~te sales 
esti~ates ~eca~se 0: ~he state 0: the eco=o~y a:d ~be i~a~ility to 
aceuratelv ~u.~-~&v the e::ects 0: co~se~Ja~io= which we are ... ~ ~* • ..... --. 

rate =eve~~es ~o the ~onthly recorcee base rate rever.~es ratber 
thar. assu~e that reve~ues will flow to the utility o~ ar. eve: ~asis 
throuqhout the year. °tle '"ill, however, ::ej ec~ the s~a::' s proposal 

5% as beir.~ ur.=ecessa~! a~d cor.~ra=y to ou: ~o~l 0: eli~i=atir.~ 
disi~ce=tives :0: ?G&E's ?urs~ir.; cost-effective co:servatior. =easures. 
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In this proeeeei~g ?G&Z, Ene:gy Co~~issio~, ,an~ ~he s~a:: 
agree t~at an e::ective att:ition ~echanis~ is necessa:y to e~ole 
?G&~ to have an oppo:tunity to ea:n its aut~o:i%ee :ate 0: return 

:0= at~=itio~ i: 1983. 
?G&Z p:o?ose~ that a set 0: rates ~e acoptec in this 

de~ision :0: a~t:ition yea: 1983 and the revenue levels unee:lyin~ 
suc~ :ates be :evi~~ee in late 1982 and adjusted, 
p:io: to the rates going into effect on Janua=r 1, 1983. 
proposal, chan;es in the :ollowin~ cost cate;ories would be 

1. Wa~e eos~s - i:eluee o:lv eha~;es i~ wa~e 
rates and la~: activity~::o~ that aeoptee. 

2. Mate:ial costs - incluee only chan;es in 
"'~e "'o""a~o- co-~o~~"'- o~ o~~-~-~o'" .... • ...... ~... ... •. ;:" •• _... _ ;,'_"W._ •• , 

=aintenance, ane a~~inist:ative and ~e~eral 
expenses excluein; er~nqes in costs 
:e:lected in ?a:ts 3 t~:ou;h ~ of this 
?:eli~ina:y Statement. 

3. ~e·..r invest:nent - inc1ue.e only any c:-.ange 
in net invest~ent :es~lting ::om increases 
0: decreases in plant and ~ate:ials and 
supplies in inver.~o=y. 

4. Cost 0: ca-.:i-:al - :"nclt.!ce only ~ny c~an;e 
i~ the ~erce::ta;e cost 0: c~p:"-:al 
(inclt.!ei~~ associatec ~axes) =esul~inq 
::om the cost 0: mo=t;a~e bone. ane 
p:efe::ec stoc~'issues ane f:o~ chan;es 
i~ capital st:t.!ctu:e :esultin~ ::orn any 
seeu:i~y i$s~es ~aee 0: to oe ~ade a~e 
appliee to aeoptee net invest~e::ts as ~y 
~e c~a~;ee below. 

5. S~eeial ite~s - i:clt.!de only ~ny i~-.:ac~ .. .." on :event.!e :ecu~=ement ==orn n~..r 0: 
:evisee p:ojects, services, anc the 'like 
which is in excess 0: $S ~illion a~nually 
:0: any inclueee i~erns. 
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PG&E's wi~r.ess Gallavar. ~estifiee that his attrition rate 
aej~s~~e~t prooosal, i~volvi:; a revi~~ ~rocess by the Co~ssion 
in the latter ~a:t of test year 1982 before establishi:; rates :or 
1983, provides the r.ecessa~ flexibility so that rates e~ oe 
acjustee as :equirec in li~ht 0: tbe cor.ditio~s existi:; at t~~t 
ti=e. ?G&Z s~;;ests that s~ch revi~~ ~=ocess could be eli=inatee 
thro~gh aeoption 0: a~ indexin; ~rocee~re which wo~l~ allow rates 
to reflect unantici~atee cnar.;es in expenses c~e ~o increases in the 
;eneral price level which are ~eyond the eo~trol o~ tbe co~pany 

?G&~ reco::::encs 
the ~se 0: Gross ~atior.al ?=oe~ct (G~7) deflator or the Wholesal~ 
Price Inciex (~~!) :or industrial co~oeities as appropriate indiees. 
Witness Gallavar. further proposes t~t the Co~ission should 
reco;nize the current volatility 0: the econo~y by ir.ereasi:; the 

&o~ eY·-~~e 0&_ -... ~._-ee _.. ........ .. /:"-, 

Should the actual escalation rate be less, a 
re:un~ with interest would ~ ~aee. 

~ner~! Co~issio:'s witness ~areus testifiec that :i~a:.ciel 

:esultin~ :ro~ cor.serva~ion below the acop~ed ee~ar.e :oreeast all 
:esu1t i: =ed~cec ea:nin~s betwee~ rate cases. 
the staff to p:oject rates to ~e e::eetive i: 1983 O~ tbe oasis 
0: toeay's p:ojection 0: fut~:e i~:la~io~ ane future interest rates 
is not ;ood ~=eetice as ee~onstrated by PG&Z's experi~r.ce i~ t~e 
last ;eneral ra~e case a:d also i~ Soutbe:n Cali:o:~ia Edison 
Compa~y's ;~neral rate case. Conve:sely, i: the infl~tion :atcs 
should fall faster than preeicted by ?G&E ~nd the sta::, ?G&Z could 

Ma:cus =eco~ends t~at li~ited hearin;s si~ilar to ~he e=er;en~! 
:ate :elie: proceedings held in ~.59902 be scheeuled Oe:o:e :an~a:y 
1983 :ates are established to take into consideration t~e actual 
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or partial ~ndexi~;. Z~er;y Co~issio~ also reco~~e~es that e~e to 
the ;oa1s set ~! the Co~ission and !~e:~! Co~ission, u~ility 
conservation expenses are rising ~ore :ap~dly than the rate 0: 
inflation: the:e!ore, expenses relatee to preferred resources, load 
~r.aqe~ent, ane conservation should be pe~itted to ~e recoveree in 
:~11. 

set 0: attrition rates :or 19S3 s~~ila: to that deve10pee by ?G&E 
by using the test yea: 1982 as a base :0: projecting 1982 expenses. 
The staff's rev~see attri~~or. allowance :or 1983 as sh~ i~ 
Zxhibit lSS was S86.6 ~i1lion :or the ElectriC Depa:t~er.t and $42.5 
~il1ion :0: the Gas Depart~ent, or a total 0: 5129.: ~llion. 
~his compares with PG&Z's revisee attrition allowance esti~te of 
S144.2 million :0: the Zleet:ic Depart~ent ane S108.9 ~illior. :or 
t~e Gas ~e-a~-~e-t o~ a -o·~l o~ $~5~.' ... -... ~ ... ·_~' ... _~o~ .... •• !wi ;:t ...... , .o., ... ........ .. ..-

not reflect the effect of tbe Tax Act, and, in the ease 0: ?G&Z, 
the l8~' ret..:.rn on corr';:'\o:': ~\:i ty recr.:.estee in its opening brief. 

~he staff proposal differs fro~ ?G&Z and Enerqy 
Co~issior.'s proposals in ~r~t it opposes a seco~d loor. proceeure 
beca..:.se 0: ~he staff's ~_·.-.. _~~e~ ~a~~~"e~ ~-~ ·~e case'oa~ ~o~~~o~~~~~ ... _ 100 ••• ..::'''-''' .. .... •• 100 .... ... 100.... h__ .o. ....... ., 

the staff. ~he staff :urther o~poses the review ~~oced..:.:e s~nce . -
i~ could well :esult i~ a delay in tbe ;rantinc; of the attritio~ 
~ate relief to which ?G&E is entitled, a~d, secondly, such a proeeeure 
would seriously eissipate ?G&E's ~~ce:t~ve to control operat~::.; 
expenses i~ tr.e test ye~=. ~able V-l co~pares the at~:itio: 
allowance esti~~te 0: the staff ar.e ?G&~, not !:cluding the ~ax 
Act effects. 
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in rate base est~~ates and ~roposec rates 0: :e~urn, S12.1 ~illio~ 
in labor expenses, S22.8 ~illion i~ nonlabor e~enses, S18.4 ~llio~ 
for I~C not consiceree cy ?G&~, ane S5.3 ~i1lion in :in~~cial 
attrition due ~o differences in 1983 esti~ates of rate ~ase. 

'. 

i~ 1983 base yea: labo: cos~ es~i~~es bet~ee~ ?G&~ a:e ~he s~a:: 
and also to ?G&E's ~se 0: a 2.l~ increase in tbe Electric ~epart~ent 
and a .89% increase in t~e Gas Oepart~ent esti~tes :or inc:easee 
activity levels. ~he s~a:: o~i~ted ar.y increase :or activi~y ;r~~~ 
on t~e assu~ption t~t ~roe~ctivity increases wo~ld offset any 
increased costs. ?G&Z contends tba~ the st~:: failed to ascertain 
the extent to which assu~ed ~rod~ctivity increases would offset 

levels. ~~he==o=e, 

since historical e.ata ·,.,e:e t:.see in ~he of costs, ?G&~ 
states that s~ch da~a would refleet the historical ~roduetivity 
increases. 

~onlabor cost differenees were d~e to the staff's adoption 
of lower nonlabor escalation factors, t~e a~~lication of suc~ factors 
on a l~Ner base, ar.e t~e st~::'s ass~~?tion that prod~etiv1ty 
i~ereases will offset activi~y ~=o'~~ i~ =onla~o= cos~s 0: 3.~7x a~d 
1.2~ fo: ~he Zlectric a:e Gas De~a:t~e~ts, :es~eetivelv. . . .. 

~tt:itio~ yea: :ate base ei::e:e~ees ~etween ~&~ and t~e 
staff res~l~ ::orn the staff's ~se of a f!ve-yea: ave:age 0: ~et 
addi~io~s to plan~ in co~sta=t 1979 dollars per customer to eete~~~e 
1983 additions to :ate ~ase a::.c. to t!'le eiffe:e~ees in proposee 
rate 0: return. ?G&Z a:g~es t~at its esti~te is s~?e:ior since it 
reviewed all pla~~ed additio:s to plant i: 1983, w~i1e t~e staff 
metr.odoloqy ass~~es ~r.at all :ate base aeeitio~s a:e solely the 
function 0: neON custo~ers and r.o eonside:ation is made =or =eplaceme::.t 
0: plant :or the ~se 0: existi~; c~s~omers. 7he s~a:: believes that 
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~wo years in~o ~he fu~ure. A~~hou;h ?G&Z ~ay a~~e~pt ~o thorou;hly 

esti~te, ~he s~a:: oe~ieves such ~e~hodo~o~y is ~O~ ~ecess~ril: 
superior because 0: the i~pe:manence 0: resource plans on which 
projec~io~s are oasec. 7he s~a:: acvocates aeoption 0: its 
~e~hocolo;'l si~c~ it is ~ased 
practical and does no~ burden 

on his~orical ea":a and since' 
:eso,;;:ces-. 

.I. ..... is 

Althou~h ":he treat~ent 0: :7C ~as a~other area 0: 
difference between s~a::'s a~d ?G&Z's a~trition allowance es":~~tes, 
the 7ax ~ct will re~ire :~ll nor~alization if ?G&E is to r~tain 

consis~ent '''''ith the recp.:ire!':'le:".~s 0: the ':ax ;:"e~. 

~he ei=:erence in the allowance tor financial a~t:i~ior. 
bet~een staff and ?G&E 
esti~a'tes 0: 1983 rate base. Our adop~ee financial ~ttritior. all~.."ance 
will ~e developed from our adopted ra~es 0: =etur~ :or 1982 and 1983 
0: 12.20~ and 12.57~, respe~ively. 

...... ...... 
Our adoptee ARA ~eehanis~ :or 1982 will not consider the 
seles and revenue esti~tes for 1982 since our aeoptio~ 

0: the E~V. proceeure will a~~o~atically adjust :0: ~~c=eased 
revenues. Ou: labor ane ~o~labor costs aeo~~ee for ~es~ yea: 1982 
w~_'~~ ~e esc~ ... 'a~eA ~v a'O~~o~~'a~~ ·~~'a·~o- &ac·o-s ~o~ ~abo~ a~d ..... "'" ~ _ ..... ""'III AI:'-:t'-., .... - ........... ,.. - .. - .. - - ... •• 

nonlaoo: ex~e~ses which will ~e eisc~ssee in the s~bse~ue~t ~a:a;=a~hs 
on incexing. We will ~o~ aeopt a ~=o·Hth :ac~or but ~ss~~e that 
a~y ;ro~h 0: increase in activity levels will be o::set ~ increasee 
~roductivity and efficiency. ~~ile we believe a :~ll attrition 
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yea: :eview 0: :a~e ~ase i~e~s is ~~e ~os~ ace~:ate way 0: es~i~~~i~; 
1983 rate ~ase, we are awa:e 0: ~:'e s~a::i~; a.~d case10ae p=o~le~ 
0: the s~a=£ a~e oelieve the staff's ~ethodo1o;y is the ~ost 
l'ractical. 

~he staff takes a ~e~tral posi~io~ to ?G&E a~d Zne:qy 

Co~issio~'S s~ggestior. that i~clexi~~ be eor.sieeree i: the Co~~ssio= 
is :e1uet~~t to acopt a review process :eco~~e=eee ~y bo~b pa:ties 
late _~n tes-... ve~_~ 1982 .. ..... - -

&or t~e ~-·~1··~0~ vea~ ~~ M~~S ~~~~ee~~-~ _ ,." c:..6 '- _,. w_ ....... _ ••• v... ,:-'_ '-"W \..i.._/lt.~ __ 

proposal, ~he la~r eo~pone~ts of ~he att=itio~ al1o~~nee wo~le be 
i~dexecl by ta%ir.g the labo: expe~se in 1982 and i~c:easi~; s~ch ~~o~nt 
by 3% p1~s i4~ 0: the C?: ir.crease betwee~ A~;~st 31. 1981, and 
August 31, 1982, which wo~lc ap?roxi~~te ?G&Z's wa;e i=c:ease betwee~ 

The r.onlabo: eX?enses woul~ 
be i~c=easec ~y the la~est :o:ecast 0: ar. applicable i~:lation 
i~dex which the staff described as a ~odi:iee ?=oe~cers ?:ice :neex 
(:;>?: ) ( 

.. , &' ~ 
::loe:._:.e~ 

ope:ations) • !he staff :eco~~er.ds the use 0: the Data Resou:ces, 
:::..:orpo:a,,:ec. :o:eeast, ~hich is ~u~'~s~e~ -o~·h1v a:".e _~~el~ces . --- .. -- ... ..... . 
~~oje~-~o~s ·~-o -~e a---~·~o~ '~e~-J:I- .... -........... ....... y.1 .. w_ .............. ~ .. . 

... ~ ... "" ';::0- , 082 a. ..... - • 'o"l~ ",'::.I!ee- "~e .... - ...... .; 0'" vea-.. w .. .,. ........ " r:;. _w WIt ,... ~ ........ ., ... ... "'~ <;. ..... _........... ... 
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T~e sta::'s i~dexi~g p:oposal would ~ave ?G&E subrni~ a~ 
advice lette: in Oc~obe: 1982 s~owing nine ~ontbs' recorded and 
t~:ee ~ontbs' esti~tec :esults 0= ope:ations :0: the test year. 
I:, after revi~, it is dete~ned ?G&~ would not exceed its allowed 

. 
the recorded rate 0: return exceeds t~e 2C basis point ~;i~, tbe 

'. 

s~a:: :eco~~ends that such excess =eve~ues should ~e includee in 
the advice let~~r 
:uthe: reco~ends 

:or consideration 

the 

bv the Co~~ission. :be staff .. 
~ placed on the re~u:: 0: e~~i~y 
return on e~ity should exceed 

the adopted ret~rn on equity by .50%, the sta:: reco~~e:ds t~~t ?G&Z 
be required to apply to t~e Co~~ission :or dispoSitior. 0: these 
excess revenues in co~~ection wit~ the 1984 ;eneral rate case. 

consieeration 0: t~is lowe: risk should be ~ive: in dete:minin~ 

As we have indicated earlier in our discussion, we believe 
an attrition ~echanis~ is a necessity in this period where the 
econo~y is unprecictable and volatile. We ~elieve the acoption 0: 
indexin; under these ci=c~~tances is a necessity to assure t~t 
PG&~ will ~ able to recover its costs and also to protect ra~e~ye:s 
from possi~le overesti~~es 0: ope=a~i~~ expenses. 
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Once: our aeopted AKA mecr.ar.ism we will require ?G&~ to 
file an aevice letter i~ Oetocer 1982 showi~; the aeeitior~l revenue 
re~~iremer.ts necessary ~o escalate the 1982 laco: expense ~y a 

Auqust 31, 1981 and A~;us~ 31, 1982, ar.e the 1982 nor-laco: expenses 
by the la~est DR: forecast :0: the ??! fo: i~eustrial co~~odities 
applied to the mocified ??: developed cy the staff. ~he ~~ 

mechanism (Appencix Z) will also provide :or financial attrition to 
reco~i:e the 37 ~asis poi~tei::erence i~ rates 0: return we :ir~ 
:easo~acle :0: 1982 anc 1983. The rate base, depreciation, ~r.e 

:~corne ~ax :i~~:es to ce ~see i~ compcti~q the att:it:o~ all~';Ia~ce 
:0: 1983 are set forth i~ Appeneix~. O~r aeop~ee AKA ~echacis~ 
will avoid the necessity 0: ~oldir.; further heari~;s since the 
developme~t of the ~ttrition allowar.ce will ce merely mechar.ical. 
will not adopt t~e staff's proposal to review the ret~:r. or. co~on 
e,.. .. .; .. v .; ... se .......... ,.. ..... ,..t .. -~ -.: 0'" "l" o··'a"""'p .1:0 '" , 9~":. s .. ..... e '';II!>_ ........ e '-1 .... - • .. ~. ... ....... ", ~ •• ~ l1li ........... Q" rN ".'- __ M .... 0-" ........ 'w Q 

cor.se~latio~ ~rog:a~s. Tr.e reasocs for this aee~tio~al i~c=e~ent 
are exp:ai~ed in the discussio~ i~ the Conser~ation Sectio~ of 
this eecisio~. 
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!~ aeco:ea~ce with t~e Re~lato=y ~a; Plan, ?G&Z filed 
~xhioit 25 which ineicatee tnose portions 0: the staff's showi:~ it 
woulc accept. As a result, ?G&E reciucec its re~es~ee elec~:ic 
increase by 5105 ~i11ion ane its :e~estee gas i=c:ease by 563 

~i1lion. 

This se~ion will primarily aeeress t~e :es~lts 0: 
operations of the Zlect:ic ~epart~ent :0: test year 1982. ~he=e are, 
however, ~ny issues that are co~on to ooth the Electric and Gas 
Depart~en~s and where s~ch eommo~ issues arise, they will ~e 
addressee in this section ane not repeated in the Gas De~a:t~ent 
Results of Operations. Although other ?a~ies ~:ticipatee in ce:tain 
areas of the :es~lts of operations phase, only ?G&Z and the sta:: 
made complete showings • 

Table v:-l presents a co~parison 0: ?G&Z ane staff's 
esti~ates of Electric Depar~~ent results of operations for test yea: 
1982 Qy total depa:t~ent, FE?C j~iseiction, a:e COmmission 
jurisdiction operations. The tables included in this section ane 
the relatee discussion do not reflect the effects 0: t~e Tax Act 
nor the slight chan~e in the labor escalation facto: shown i: 
Zxhioits liSa and l80a. The adop~ec :es~lts sho~ !~ Table V!-2 
=e:lec~ the reVised laOor escalat!o~ fac~o: as well as the e::ec~s 
0: the ~ax ~ct O~ the ~lectric ~epa~~e~t's =es~lts 0: o~e=~tions 
for test yea: 1982. 

-65-



• 

• 

, 

A.60153 et ~l. IALJ Ire. 

Op~rd: ''''i r."t:"!.~o;: 
~"~"9)' :w: 
~~~~r PrOQu:~jo~ 

~O,:,l 

7r""~I'H::'"'' 
o'~~r'bution 
CIoiStOl:le r ;'''Olol''t~ 
U"CI)11~ct\t)1~~ 
:"~t()l.1er Sel"Vlee ,tiC :n'O""lll~10" 
LO"I'! Ma ""9~"t 
;.c:!1""~tr,,:'·'C ,,ne: C~ner.l 
'r4ne~1~~ ~~U'r~e"~~ 
ro~"l 

Esealatlon A4J. - ~,b~r 
- flO" 14~r 

':'0:,,1 !:x~"StS £Jce!uCl nc 
':'.xe~ 4"4 O~,r~e,.t1on 

,:,,,,,~s: 

~rOO~":1 
P.yrol: ,,,, BuS1"~"~ 
!.t4tt CO..,ora~\o'" ~r"ne"'~~ 
~~ee"al :ncQl'le 

Rate o~ Re:~"~ • ~tc ~at~ 
• C~u'ty 

'!olble V!-l 

£~rC~:I:c ~£"Io~~r.(~.,:, 
:I~~;:. ':'~ 'J' C:>C:J,A':':C'i: 

~ES':' vE:·~ :~P.2 

'G."'!: 
'IO\I'''~ -\AI 

~~f' 
g~~ ~"f! 

30.75S 
~M."ZO 

75 .. 8C~ 
:.7.r:: 

'6.::: 
Z:.O.,~ 

ZIjIfl.,IM 
Q ,:-,"," 

. ... .. .. ' . 
(:' , ::,) 

'.i~:' 
(~.~~, 

~1. :~~ 
~8~.7i9 
:,'.oe~ 
:':01 

:q.~31f1 
~9.5:~ 
!7~.'69 

°f~!''':' 
;jIJ.=»ie 

7~9 .996 

s 

Je4Mt 
~~c:etC:s 
~~,I# 

o 

~.~:e 
S.~~: - ... 
.. • I • ~ 

? 
~.7tj~ 
!.~Z: 

J:.~oO 
c 

SSO 
'6 

((, .o95i 

"."~' 

:Z5.566 

{::S.S~6) 



• 
A.60lS3 et ~l. I)J..J lien ... 

~ft(!C 
O~, .. ~ 

,!J 

"..,\\ ~"" ... t '''9 '","lO\oft ~ ':.~I!IC) 

OOf'f"~' "'I ~.pe"\I'\: 

(~~1 C~: ~r,.e3~ 

Ot ... ~ '''''''''(~'O''' ".;~" 

~O~, :~..s'!>' 

~"'."Y'\~\lft" 4.;'~ 

:::P,t .. ,Dw~'~ ~~9 

C~\ ~Cf'W~ ~(010"~~ ? 

",,,cui 1.(tl!)1.\ ~ 

C,,\!_" ~"""'C_ .OM! : .. ''' .... '.0 .. 0 

1.1).t "" • .q-( 
, 

104",.,,,\~,.t''' ,ft(! ~.1 :.4UI 

• 
' .. AI\("" \ •• _1 ,-.. ~\ ~~ 

~o~.l ~ 

tsul.t1c.n .v.; ... I.'~" ;j 

• ~ 1.00" ~' 
~Ot40t t._ ... !.(1~tJl"Q 

~ ....... ft(! OoIP-o(l.tl .,.. : •• C61 

~.-.."': 
'--~1 

:.0:. 
",...011 ,ft(! ~ .. ~1_~ '911 
~~.~~ ~O.-,o".('OA ', .. II("'s,. ( 1'9) 
'.0 .... 1 :"'«()IIIJt ~, 

·oul r ... \ I)'~ 

>~~.'t'l/ft ~ 

~ot" Op. ... ~ • ..q t·~ ~ .. ,~ 
.... t '''~ Il~~w"" ~.?"" 

... ~tI' 11.". ~\., .94: 

•• ~, 0' ~,~~ ...... f.~. e." "O'~ 
.. COIIH)' 

t __ '~I_t\ '''Goo·.~ 

Aoldl('o",1 
___ t.olll,_"t 

""t ~o 1:1'0" ",,1~10h .... 

, 

rl~C~~:~ ~" ... ,....~! 
"~JL ~~ fJf ,)I'CW"~:O"~ 

:t.~t yr.u :")~ 

tto~ Jv";~'~· ." .. 
'-... ..... t 

~tlf' V("''''' 
rtt1I:~"'" '::2 ,'~" 

\~I \ .. , 
':- .~1t¥ 

, 

~O."l" 0 

·t·~1 ""') 

I~.l%% <.aU) 

'.0)4 III 
~~9 e 
• ~ 

0 0 
0 0 
0 0 

'':8~ !~: 

~~ ~, 
~ \"'1 

:' \9 

---l! ~l 

: ... '~l ~:''') 

~ .. :~ :~ 

:?7 (:9') 
(3~) 0:·' 

....:.;..;;.:.' ~ 

:~. ... 
-!.1U 

...... 
--"""""" 

't."~ ,.:60 
u.~ ().JIIoOI 

~!86.!"16 ~l1.!M 

6.0'~ 

-67-

CI''t iy~ .. -A''i~1r >e;;t 
''-'OleIC ~t.U (.oc .... , ... "., ..... ,'\1If1 ~~,if' • \ t I 
\~I ,10' 

~1.,' •. ~)3 ~~.4'1.S13 ~ " 
70.,.,: 70.',!>; C 

i~,'" ~ ·I'i~ 

199.1~ ~9:.l:' 1.~ 

:tj.6t~ ~,;O) l.'!>C1 
:r".4t~ 1110'::0 ~':'t 

~.''16 74,0;"9 l.n! 
:.:n~ ~ ... ~:' 0 

4II.J': !9.S~' '.m 
:!~'6~ 19.'''' l.s: 

:o,.:1l ~::.: .. 'l.m . ' ... .... ~~ ':"'l) 

""~;)O '.... I 
~ 

!.~lll :.~9 " ': .. -;8:, ~ ".~22) 

1~1.~~l ·:~.64:! ~l.C:lO 

~:.~Ol i:.5-41 :~ 

=~.:o, n.~5a 
.., 

4.~O~ 10.'11: (6.aa.) 

'j".#f-:') (;I.212' ~ 
.: .c~. 6~':~' ~:~~, 

,;~ .,.,. r"t,:·t '1'1 •• ,::. 

1.1'>:0 ... "l!' .,Ol~,OI1 ~= .. ~ 
11&.:" ,.. •• !>: (~.2()6' 

S~.'~~.l:t ~s.::o:rr: ~so.~n 

'.]~~ 1.'~~ (2.'~) 

(:.~8'fo: .&.a5~ < •• ~ni 

%."'.5'1 1.asa.m .~!..~~ 

~ "\:.'08 10 '~.~1"S S "~S.S:lO 

:!.06o' 1'" :.064:~ 0 



A.601S3 et al. ALJ/km ~ 

• 
PACIFIC CAS A.\~ ~t~C!RIC COXP~~ 

Elec~rie ~epar:mcnt 
Adopted Sucoary 0: E~rnings 

!~s: Year 1982 ~t ?resent ~nd A~:ho=i:ed Rdtes 
tooois Ooi::ee) • 

Oper3ting Revenues 

Ope=atin~ Expenses 

?roduc:ion 
'tr~nsmission. 
Distribution 
Customer Accounts 
Customer Service and In:o. 
toad "!'tln.agement 

• 

Adt::l.n. & Cener:tl 

Subtotal. 

Wage Adj'Jst:nent 
EscD.lation 

Subtotal after A~justmen: 

Book De?reci~tl.on 

Taxes Other Than Income 

S:~te Corp_ Franchise !~ 

Feder~l Ine~e T~x 

Tot~l O?er~ting Ex?~r.ses 

Net Operati~g Revenues 

R..1te Base 

Rate of Retu:n 

, 

PRtSZ!-."': RATE S 
:oCD.l C?lJC 

!,)e-,ar::::ent ;",·d.sdic'!iona.: 

51,435,313 Sl,392,524 

ZOS,'!..7 188,041 
23,902 24,821 

182,760 :'82,209 
76,687 76,678 
30,608 30,608 
16,89Z 16,89= 

190.777 187.333 

i35,273 706,582 

3,279 3,278 
2.001. 1.987 

740,753 711,947 

261,108 254,081 

79,396 77,014 

lO,557 12,133 

46.541 47.476 

1,138,355 1,102,651 

296,958 289,873 

5,010,048 4,BioO,143 

S_93~ 5.99~ 
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At'l"rlOR!ZO RA':'eS 
cPee 

JU'.dsdicti0tl41 

S:,013,060 

188,04l 
24,821 

182,209 
77 ,609 
30,608 
16,892 

191.106 

711,286 

3,378 
1.987 

n6,651 

254,081 

77,014 

71,253 
303,563 

1,422,562 

590,498 

4,840,143 

12.20% 
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30th ?G&E a::.c. the sta:::'s ?:ojections :0: ":est yea: 1982 
~~c. att:ition yea: 1983 ope:a":i~~ ex~enses ~e:e basec on ass~~ee 
escalation :acto:s :0: 1980, 1981, 1982, ane 1983 :0: ~th 1300:" 
ane non1aoo: costs. ~abo:" escalatio~ :actors ~ere ass~~ec ":0 ~ a 

(C?!-W) • "~~o"~~ ~~e~e "'e~~ so~e ~~~&e-e~~e~ ~~ ~~e' '-~-~a' ~_.i: ""'~"l w •• _ ... .." _ ... ... ... ___ ...... .;, ........ ...... .. ...... ow ....... 

exhibits, ~~e ~~··~~e~ ev~·~~-s (~x~~~~-s '_~/9, .... __ ~ .. .;, \;;. ~.".i.,).... ... ..... .., ... -.. 179a, 180, ane 180a) 

show that both sta== a=c ?G&Z a;=ee that the :o!lowi=; labo:
escalation rates are a~pro~:"iate. 

1980 
1981 
1982 
1983 

lO.36~ 
12.20r. 
::'0.60r. 

8.80% 
~ith respect to :lo=labo: costs, altho~;h ?G&Z ~=d the 

staff :":\ovecl close: to each othe: in thei: =eviseesho~~ngs, there were 

~e ~sed in 1980-1983. ~he ?:ob1e~ wi":h non1aoo: escalation :acto:s 
is '~hethe:" any si=gle i::.cex 0: ;:o~~ 0: incices acci!:"ately =e:1ects 
the costs expe:ie=cec by ?G&E. ?G&E i!ses the ??:, ?:eviously the 
~~:, i= escal~ti~~ its ~o~la~o= eos~s, ~he~eas 

w~ich eli~~ates s~ch i~e~s as ho~seholc :~==iti!:"e a~e applia~ces, 
a;=i~~lt~~al ~achi=e~· ~~e e~~i?~e~t, a=c ce:tai~ t:~es 0: :~el 
s-.:.ch as coal ..... ·hic:; a:e ~ot a,??:'-op!"'iate to ?G&Z' s o?e=~::.:'o~s. ':'~e 

=ollcwi~g ?:ovices a lis~i~g 0: cate~o:ies 0: ::.onlabo: ite~ a::.c 
the weights that should ~e appliee -.:.nde: the sta:='s :":\ocifiec ??:: 
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BLS Code 
c?r,.; 

OS 
06 
07 

OS 
09 

10 

11 

14 

CPI-W 
E:le::-t;y 
Che::-:icals 
R~boe::- and Plastics 
t.'l.:.~e::- a=.d 'Wood 

Metals 

Other I~dustrial Commodities 
':'otal 

., ,. ~ei ... h-: 

5.00 
7.52 
8.80 
4 .. 75 

4.40 

8.78 

23.09 
lS.SS 

12.33 
6.48 

100.00 
?G&~ has less oojeetioe to staff's ~odi:ied nonlabo= 

esealatior. p::-oposal t~a:l to the i~itial staff ~roposal. ?G&E, 
however, believes tnat the s~raiqht=o~are use 0: the ??: is oette: 
because (a) it eli~~ates ~~eeessary co=.troversy over the rationale 
behi~e vario~s wei~hti~; factors, (0) it ca~ be applied eire~ly 
without an inte~eeiate. wei;hti~t; effort, (c) the develop~e:t 0: a 
~eaning:~l weightee nor.la.bor escalation factor should be done in a 
~o~"- ~~ov~~~-~ s"~~~~~e~~ o~'00~t··~-·1 ~o~ ·~o~o··~~ ~ev~~·· ~~~ __ ""-,, .. ~_ .~........... ... ...... w. .... .-. l:' • .. w. .... ¥ ". .. 'w ... _ '-".4." "_'" ~ ....... 

Cd) the ??! and the staff index were very elose in te~~ 0: a .. . J.l.::.e 

the purposes 0: this ~roeeeei~g. 
':'he :ollowin~ is a co~pariso~ 0: staff's a~e ?G&~IS 

~or.labor esealatio=. rates usee i~ esti~a~i=; =.on1abo~ expe:ses: 

2~&E Staf: 
§i~cle Y"'!a:- 2tce~t.:la:;,ee ~:'~C'le Yea-:- ;:"e~':~1.:1atee 

1980 16.20 l4.~8 
1981 11.20 29.21 lO .. Ol 25.94 
1982 9.30 41 .. 23 9.15 37.46 
1983 9.50 54.65 9.:'1 49.99 
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PG&E's higher ~o~la~or escala~io~ rates result i~ a 57.3 millio: 
hi;her test yea: 1982 esti~ate for ~onlabor expe~ses for the Ele~:ic 
Oepart~e~t a~d a 52.4 ~illio~ hi~her esti~te for the Gas ~epa=-~ent. 

We believe the staff has ~de a~ ea:~est att~pt to 
develop a~ appropriate index for ~he purpose 0: escalati~~ ~o~labo: 
expenses, ane ~bat the proposec staff nonlabor escalation factor ~o:e 
accuratelv reflects ?G&E's non:abor costs t~n eoes t~e use 0: the - . " 

PP!. We will therefore adopt, as :easo~able, staff's no~labo: 
escalatio~ factor since it eli~inates cost it~ ::o~ the PP! which 
are ~ot appropriate to ?G&E's operatio~s. 
Reve!':ues 

~he i:i~ial exhi~i~s 0: the s~a=: a~e ?G&E s~owed a 

sales anc :even~e for test yea: 1982. Althou~h ?G&E a~e the staff 
were able to reach a~ agree~ent o~ ·a co~pro~~se sales est~~te, 
nonetheless, consiceraole hearin~ t~~e '~s spent in cross-e~i:atio~ 
prior to reaching a co~pro~ise (see ~aole V:-3). ~he fact t~t 
E~erqy Co~issio~, PG&E, and the staff all suppo=ted a revenue 
adjust~ent ~eehanis~ undoubtedly eontribu~ee to such a~:e~ent. As 

eiscussed in our section on E?~~, we oelieve that the aeoption of an 
~v. is necessa~! to eli~inate the possi~ility 0: la:;e ove:- or 
undercollectio~s 0: revenues and to el~~inate any eisi~centive :0: 

electrical sector. Since t~ere was no eisa~ree~ent betwee~ the staff 
ane ?G&E, our aeoptee test yea: revenues at present rates are those 
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'AC:~:C GAS ~~:O :L~~7"!~ COM~A:~v 
ELEC~~:C DE~AR~EN7 
OPE~ i'I ~IG REv;': ~:t:ES 

TEST YEAR 1982 
(QOO's Omi tt~C:) 

"GaneE 
~~dneE S:4ff ~I"igina~ 

!:~ A~ Fi1 ee ( . , 
""I Rev1 see S ~ (C)(D) Rev; s~ 

~C) \~) \ 

cpue JUR:SO rei!ONA:" 

RESrOEN7:;'l ':19.163 ':83. is: ':82.751 

~~All L:GHi & PO~ER 1".835 167.2'8 167.2':8 

r~O!1J'1 L!GHi & i'O~E~ 290.539 3:2.767 333.76i 

LARGE L:GHi & POWER 222.207 2S7.Zi7 25i .Zi7 

PUSL:C AUTHOR! iY 6.201 9.259 9.259 

AGRteUl.7URAl 85,987 22.163 88.163 

SrREEi UGHi!NG 2'.732 25.'01 25.'01 

RAILWAY 2 .. 0':0 3.58' 3.Ss:. 

rN~ROEPARTMENiAL 2.506 2.'921 2.921 

C':'HER OPERAiING RE':E~UE 73.659 61.'277 61.277 

TOiAt. epue BASE REVE~lUE 1.272.8i5 1.'n .6':8 1.'22.5':S 

e!=A REVENUE AOJ~ (t,1151 ,~ ~"5) 
, .. 1 ..... +r 

iOTAl oue REVENuE 1.2i2.8i5 1.':1.532 :.'31.533 

FERC RE'/ENUES 3','::5 '2,781 ':2,789 

,:,orAl. SYSTEM REVEi:UE 1.307.290 1.'7':.322 1,':7'.322 

Revisec 

'Ganc1E 
Exc:eee~ 
S~aff 
(0) 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

(A) At January 1. 1980 ease ~ate~ 
(5) At June 21. 1981 ease Rates 
(C) In testimony of J. Jenk~ns-Stal"k (t~dnse~i~t ,g. ~7'-87S) ~Gan~E aece,teG 

$taH propo~a' (Exhibit 3'. pg. '-1. ~al"a • .:) to lJ:X:ate rev4!nue fi;l.Il"es 
a tal a tel" Gate. 

(D) Does ~ot reflect the reduc:tion i~ b~se r~tes resulting :r~ D.93628 in 
A.60619. !he ~dopted revenues ~t present r~te5 sh~ on !~ble V:-2 are 
b~sed on b~se r~te revenues ~:ter ~.9362S ~djust~ents. 
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~ I;"W' • 

No~-~CAC/~on-FCA 
Ener;y Expenses 
Other Production Op .. 

Expenses 

P=oduction Main~. 
Expe:lses 

?G&E: 
Rexisec 

581,::'86,000 

73,861,000 

60,590,000 

Sta!: 
Revisee 

$81,186,000 $81,186,000 

72,471,000 70,709,000 

S4,~89,000 56,852,000 

fuel, water, anc pu:chasee power (non-EC~C/non-:uel Cos~ Aej~~e:lt 

(?CA.) ene=~ expe:lses) 0: 581,186,000 :0= total electric ope=a~ions 
and $70,351,000 :or the C?CC juriseictional electric operatio:ls: 
however, they disagree on the final esti~tes :or Otbe: ?roeu~io:l 

Operation and Mai~ten~~ce Expenses. Tables V!-4 ane v~-5 set =o~b 
the respective esti~ates 0: ?G&E ane the staff :0: Other ?=ocu~ion 
Operatior. Expenses anc Other ?roeuction ~ainte=ance Expenses, 
respectively. 
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~he ei::e~e~ce in the esti~ates 0: Othe= ?=oe~~1on 
Operation Expenses of Sl,390,000 is e~e to the ~se 0: diffe=ent 
nonlaOor escalation factors. Since we have previo~sly stated that 
we will adopt the sta.ff's :onla:>o:, escalation =acto~, "ile will adopt 
staff's Other P:'oe~ctio~ Operation EXj;)enses :or 1982, less ~!'le 

nuclear power ;e:eration ope=a'ting expe::.ses. 
Consistent wit~ ou: discussion :,elatin~ to the ?~~ldt 

n~elear plant ~::.de:, A~~inist=ative and General Expenses, we will 
exelude all ope:'ations ane ~aintenance expenses :,elatin~ to the 
Humbolet nuelea: plant fro~ our adoptee expenses. ?G&~ will be 

a~thorizec to reco:o these e~enses in its ~e=.orane~~ S~~boldt aceount 
and aee:~e A&~~ on these e~ncitu:,es. the disposition of the 
oal~ees in the E~~oldt ~e~o=and~~ aeeo~nt wi11.~e cete~ned when 
the issue 0: ret:'ofittin; or deeo~issionin; the E~~oldt plant is 
:,esolved. 

?""w&E's est::.oate 0: Ot."'"le::' ?:O:Uc:tior. Y.ai":,,,~~~ce Expe::ses exc~...s ~""le 

staff's esti::"ate by S5,601,000. Sl,124,000 0: -:.."-:15 c''':fe:e::.ce is at":..~-U::Ole 

to t.he lower :-.o:-..J.ab::):, escalation fac:-"'..o:- '.:sed ':;y ee s-...a:f. ':'he re:-a!r.i!'~ C!.i::e=e:".c:e 

is c-..:e to F(;&E's es""..i::'ati=,; 130 hi..""eS :0: stee::'t :;ai.-:-..e:"~ce :or -:..~ ~o: 1980-1982, 

whe:eas 'the s-...a:: est:':,:,ates 31 ~"'"eS :0:- 1980 orJ.y, a e.i:fe:'~ce of S3,532,000:-

~:C::' s spreae:.~ the cost of d=~":J; the D:"..:n Atter2y CNe: -=HO ~s i.'":s-..eaC of 
the :i ve-yea: pe::io:. t:Sed ':;y the s-.zff, a C:i ":fe:e:'lee 0: S 54 i 1000:- ~.e ?"'.hZ· s 

est:i:.'ate 0: t'.-JO ~ tu:'o:i...~ ove::'ha~s ::. 1982 a.-:c 1983 ~ed t:O ":.""le sta:: 
allowance of one over:-aw., a <:1 &:e:,~ee of S398, 000. 

·,.;e do :-.ot Oelieve tl-.at ~ bas j1:Stified i~ est:!:.'a":e for 130 nt.:W ':'.i:'es 
for st:~ ::-ai.":tena.-:ce activities for the :;e=ioC 1980-1982. 0:: the othe= ::a..~, ";oJe 

do r.at a;=ee tr.at 6e s--..a£f I s est.i::'ate 0: 31 ':'eil !'-'::es :0: ~e pe=:.o:. is :easor.aole 
even taki..~ ::.to aceo1:.t that -=fJO ':'.e',{ ;eothe:.al ?~s ·,.,re:e adCe; :!:. 1980, t~.at 

Pot.:'e=o :: & :I pla:..ts "..till be rer.ovee !.~ 1982, ~~ t:-.at ~10 -::ay :oee.:r.e ~tior~ 
1982. Corsiee:i:"..; tl"'.at r..:&:s 1".ired 65 a&:.i":io:-.al e":';'loyees i.~ 1980 alone "NCUle 
justi-7 ~e acoptior.. 0: a::. esti:':"ate sa.'le'iI~.2.t 1:et:'~ tbe st.""":: ~"ld ~Z es-..i.~tes. 

We will .......... _...J: ~ • .. 81 ~ . ..: ..," , 080 .. 062 . .-AI ... JO;!'~ .. ore aCOpt, as :easona.:.li.e, :i£!'/I'f :-.:,:es _0:' .. ::e.w -oJ... pe::.~ 

a."':d allow' Sl, i66,OOO far ':'e,{ l-J:es i:l 1982. 
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'.':A. """"ee ........... "''-- _ .. .t!.t! ....... ~ ... a ., -1""- ~-~ .,.~ ... ~ 0:'" .---.I........ .I: ... 'I"'VII;' ~ _ ....... -.... "".11; ~~_ ~.......... • .... .,,\P_ ~."-"_ .... ~..,_ • ~ • ...,..,. ... 0: 

d:'e6;i:"..; costs =ela:~::"'~ to t..'1e ~.:':". :......t:te:-:-....ay is =easo::able. ~o:"e, we will 
=eet:<:e ?G&Z's esti":'ate bv $S4i ,000 • .. 

;J.":hoU;~ the S"'~:: Coes :".CIt e.isat;:'ee ·..rith PG&Z's eo::--~on tr.at t..ie:'e 

will ~ t'NO ~ tt.lr~i..,e ove:l'-.a\.:ls i.~ 1ge2 a..,c 1ge3, S""'~f: ass.:es O!".ly one ove:-ba\.:l 

i.~ each of the years as =e::lee:::.g ::c.--e :-..or:.al ccr.Ci ":.io:-.s. ?,,"...,E co::te:"..es t..ia't t:~ 

ir..itial ove:-:-.auls at ~e :ate 0: t'..tO ove::hauls j; 1982 a.~ 1983-.. We :elieve it is 

esse:':.tial -:.."'2t ?C&Z ~ al1cwee =~.able :::'e.i.~e:".a.~ce expe:-..ses i."'l o:-ce: -:0 ::rote<:": 
syste":t re1iabili:y a.....c. safety. 0..:= 2.eopte:! ::-ai..w:ee:".a.~c:e ~.ses ::or 7-'CCUC:-"':'o..~, 

t.--a."lS:':'.ission, a..-.d Cis'"~"tio~ e:<pe:".se cate;o:ies .... 'ill reeo;:-..i:e 'the i.-:;Or"'..a::ce we 

place oc pro,e= levels 0: ::-a""'!""...e:"E.ce. !:l t..""le lo:-~ ~ i:'.aC~te :":2i-"":.te:-..a..,ce 
will resW.": j; hi;he:: 005:5, :ro:'e =ecr~ a."'lC. 1~e: pe::ioes 0: O\..~es, a.~ 

safety proole~s. i~e ~~11 tne:-efo:e acopt, as :easo~a~le, 
an esti~ate sO~~hhat hi;~e= ":ha~ the a.~o~ts :-eeo~~eneed 
by stat:. Ne will require ?G&Z to s-..:.o:nit a re~rt showi:C; 
for 1982 the collars buegetee :0: ~ai~tena~ce, the collars 

\ 

~:ch 31, 1983. 

?G&E S"'...a.t:: 
Revisee Rev'isee .:.eootecl 

~~ssic~ ~~es 530,755,000 527,13i,000 528,902,000 

':able V!-6 s:-o..'S 't..'1e r~.se! ?".:&E a:-:.c. S""4:.t!:E es""...i.":'a'tes 0: -:...-a.~.ission 

I 

\ , . . 

operation a..":C. :"!'a tnte:".a..~ce expe!"ses :0= test yea: 1982. 0: ~e $3, 618,000 d" .t::e:"e:".ce 
1::et-..ree:'l PG&£' s a..oox:. S""-2ff I s ~i:,:,ates, 5 ~8, 000 was o.:e -:0 t.~ e'; .t!:ere::.ce i.~ :"JO:-.labo:

escalation :ac-...o:s, 51,149,000 to s-..a:: cisall~ce 0: ',"a:iocs ,.:heeli."lo; e:-.a.."";eS, 
$233, 000 di:=er~<:e 1= loae. e.is!=a:tc.~~ expe:-.ses, 5164,000 C,i:fe:-e::ce i.."'l ::-a:L.-:te:"2:.<:e 

S\..~..sior. a.....e. e:".g-'_~':'; e:x;e:-.se5, 5r-Z!.t:: c.:.~owa::ce 0: 51,233,000 ::.. Ce::e:-ree 
- _. . S ~ 9' 000 ' - .: ... " -', .• ~ .-.:I, 9I!JO .J:at:.~ equ:.~ ~.ses, a. ... ,c. ... _, ~\:S:'o:'l 0 ....... S""...o_ .. ea;:. a."X:'. Co; .. e:.:'t:I.O. _ 0 

lX'le st\lbbi:"~, ?Ole -:.-eati.~, 'tcwe: ~'t:!..~, a. .. .d rcae ~e!'~ce e.x;e'.ses. 0\::' 

aeoptee es:i.":'ate ....r.,~ be baseC on t.."-le s-...a::' s :-.or..li:or escalation :aC""..ors. 
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a. rtiheel i~g Cha=-c~sr 

:be s~a:: in d~sallowir.g Sl,l~9,OOO 0: 'la:io~s ~heeli~~ 
c~a:qes ar~~es t~at 5690,000 :eprese~ts c~ar;es :0: years ~rio= ~o 
1981 a~cl, there:ore is :lOt. p!'ope: :0: recovery ;.:-: 'this proceec.i:q. 
We aqree wi~h the s~a:: ~hat recovery 0: s~ch past expenses in thiS 
proceeei:-:~ is inappropriate ~nless the Con~issio~ had e~reed to c.e:e: 

O!! 56 pe:'!':'.its only prospective recovery 0: variable -..,heelinq 
cr~r;es th=o~gh ECAC. 7he disp~te w~t~ r~spect ~o the Pacific 
:nte:tie fixed -..,heeli::g cha:~e 0: S2iS,000 a:d the Depart:-:;ent 0: 

~ ~ ... ·& .. &_e_~e .. ~.~e ...... ~. es··~~··~~ -e"~o~ol~v ... .... ... "" ................ " ... '-/., \,;;. -y .. .. 

WHhile ?G&Z t!sec. a :ive-yea: ave:aqe ::.q-:.:re in esti;":':a-eing this "Hidel:r 
varyin; cha:qe. We believe that an est~~ate based on a ::.ve-yea: 
average 

"Ire also a;ree '.rIi th ?G&Z 

is ~ore reasonable t:~n a one-yea: 
that fixed ~~~ wheeli~; cr~:;es are 

prope=ly rccove:able i:". this proceedi~;. -.. ie '''''ill, therefore I ::.ot adopt 
the s-:.a:: ~~·"s--e-·s &0· -~es~ v.'-'.J IoIito •• H •• '- ... _ ..... 0;;. to""o i -:e:::s . 

o. ~oac Dis~atehi~x 

7he 5233,000 di::e:ence in loac c:spatch:.n; expe~ses was tr.e 
:es~lt 0: the staff ~se 0: !979 :eco:eee expenses as a ~ase :0: 
esti.~atin; as cor::pa:ec to ?G&zr s ~se 0: a : :'":e-yea: eve:a;e t:e:c.. 
We believe that -:he ~se 0: a five-yea: ave:a;e t!'ene :.: est~a~in; 
ar. accou:-: which ~s a::ected Oy ~ea~he= cor.e:.tions anc. s~owi:~ ;=o'~h 
is ;::o:e reasonacle. We do not aeop~ t~e sta::'s :eco~~er.eee aejus~~en~. 
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~he $164,000 ei::ere~ce i~ ~his acco~~~ was eue to tbe use 
0: a five-yea: avera;e oy the s~a:: as opposed to t~e :ive-yea: 

justified the use 0: a five-yea: ave:a~e to ~e co~siste~t wit~ ?G&Z's 
use of a five-year ave=a~e i~ esti~ati~q o~he: ~ai~te~~cce expense 
accounts. ?G&E uses the five-year ave:a;e t=e~d since it anticipates 
cost increases oecause 0: ;:owth, a~d:~:~her a:;ues that 1980 
recoreed expe~ses i= this cateqory are ve~ close ~o the ~rer.dee 
estimate. ~e will acopt ?G&Z's est~~ate as ~eing =ore realistic 
:or this account oecause it incorporates the e::ect 0: ~=owth. 

d. Xaintena~ce of Sta~ion 
~-·~~e~ .. t ~-d ~-~-~-e~ ~~-s~~ - ..... ~- ...,... ~... *"' ...... --, '-" -'s7s'T5 .• -R 

~he chief area 0: controversy oetween ?G&E ane the sta:: 
:0: this accou~t, as well as in several o~her ~inte~ar.ce accou~ts, 
is the questio~ whether ~aintenance work eeferree in prior years 
should be inclucee as an aecitio~al cost in dete~ininq test year 1982 
expenses. Sta:: does not disa~=ee that ?G&Z has beer. =e~iree ~o ee:e: 
~ainter.ance o~cause 0: cas~ flow ~=ocle~s a~e ~~a~ sucb =ii~~e:ance 
~ork will have to ~e ~er:o~ee to ~rever.t ~ui~ment anc system 
oreakeowr.s. ~he s~a=: a:~es t~at ine1~sion 0: s~eb aceitional COStS 
. ,.j..... ...,..._ ... , "e'!>" --:s ~.,. 0/ ... -. ... ':Ol·.,...~ •. ,.; ,.".. --- ,..--. ss~ 0'" 's ... ,...-, ... -,.~ ........................ J' ~ _-v~.. .-.:. .... "'-...-.. ..., ~ ... __ ... ft_ .......... "... ~.'i_ _... .A"I_ ... ~ .. ';1:)" 

year =atema%in~ and verges 0= :e~=oaetive :at~.akin~. 

Cocsistent with our diseussion 0: prod~e~ion ~ainte~anee 
exper.ses and t~e ~~po:tance we place on providin~ adequate levels 0: 
~~ir.ter.a~ee to protect syst~ reliaoili~y and safety, our adoptee 
transmission mair.te~ar.ee expenses ~ill be bi;he: tban t~e level 
reeo~~e~ded ~y the s~a=: althou;h so~ewhat less than re~uestee oy 
PG&Z. 
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Based en the abov~ discussion, we will increase the staff 
esti~ates by S616,000 :or ~aintena~ee 0: substations, Si6,000 :or 
pole stubbin~, S66,000 :0= pole treatin~, Sl12,000 :0= tow~r 
pointin~, and 539,000 for roac ~iotenance. 
Disteibutjon ~x~nses 

PG&E Sta~: 
Revisec ?~~sed Qd2~~ed 

Distribution EX?enses 5186,020,000 S180,779,000 SlS2,760,OOO 
?G&E's revised esti~te 0: S185,020,000 exceees the staff's 

est~~ate 0: SlSO,77~,000 by S5,2'1,000, as s~own in ~able V:-7. 
S2,678,000 0: this difference is due to the lower non labor 
escalation factor usee by the staff. Other ~jo= areas 

Sl,2'0,000, de:e==ee base mair.tenar.ee e~r.ses of S227,000, eefe==ed 
1980 nonrecurri=g ~ir.ter.ance e~enses of S47,900, ceferred eatch-u~ 
work of 5889,000, ane staff celetion of PG&E's accelerated 
Compression Connector ?rog=~~ of 5160,000. Our aeopted esti~ate -Nill 

adopt the staff's nonlabo: escalation factors. 
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S93 673 iRt£ rff:)I~: "' Zl_!~1 :: ,a~l ::.9S!o ~ 
593 67. vCctrAT:OH CONrROL ~61 961 991 <::0) 
593 6:'5 RI~.o,-WAV CL!AR1~ £l: ol'" :19' 11 ' .. 
594 6S, U~OtRCROUHO LIII£~ 9.8:'9 9.l!19 8.906 911 
59~ 655 ~:NC '~S'OPM(A~. ".64:' •. ~e: ol • .1:'!1 3'~ I. 

m 656 OV£R"£~ ~£RYlcr: :.ol61 :.461 Z.4Z~ olO 
594 657 IJNQC~OOHO ~tll'l:'!~ ~:, .... ~y.o I"" ' .. 4L 

596 658 ~Rtt; I.:CIIl':~' ""0 ~;~14~ !;~':'O-:S 1.lIl! 1.,.'8 1.'11' £1 
591 659 I'(l',~ 645 64~ 6Z9 16 

598 661: ,..:~tE1.L.AH(CtJ~ 0 :~~Q :ec,!,;~f: Pl.,4Ni' 4 " .I C 

;O~A:. :::~iP :nU~:Ctl Jll.AHf!"£~t«!C t:tPC"S(~ ~;.OOI e~.~:e. e! .;;4 "~ 

:OiAL O:$'iP1BUr:OH t~PC'l~&~ fl"O I :~~ ,1~1t,":,e ~'·"1~'9 ~ 

, 
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a.. Unde;e;ou~d Li~es 

We agree with ?G&Z that its esti~~te :0: ~~dergrou=d line 
accounts basee on a linea: trene esti~ate is ~ore acc~rate tban a~ 

estimate base<:. 19;9 recorded cata because 0: tbe gro~h ~ ... ..... on 
activity in underqroundi:g lines. ~e will t=e:e:ore =eje~ tbe 
staff's Sl,240,000 adjust~ent to underground lines e~=se. 

b. Accelerated Compression 
Connector ?~og;~m 
The staff ~ade adjust~ent to PG&E's mainten~ce expenses 

to delete costs and benefits relating to the Acceleratee Co~~ressio= 
Connector P=ogr~~. Based on the showin~ in Zxhibit 90, we are 
convinced that the p=og=~~ is cost-effective and, therefore, we will 
not adopt the staff's deletion of this progra~ 

c. Other Dist:ibution 
Mai~te~a~ee ~~e~ses 

Consistent witb the i~portance we place on syst~ reliability 
anc safety, we will acopt, as reesonable, an esti~te for dizt:ibutio~ 

maintenance expenses which Will be m!cway between the staff and PG&Z 
estimates after adjusting fo: tne difference in the nonlabor 

escalation factors. 

ElectriC Depa:t~ent 

Gas Depa=t~er..t 

PG&Z 
Revised 

S78,012,OOO 

S63,266,000 

Staff 
Revised 

S76,295,OOO 
S57,9;7,000 

~d2":>,,:ee 

S76,687,000 
$'52,275,000 

PG&E's esti~ate 0: Custo~er Acco~~ts Expe~ses :0: t~e 
Elec":ric nepart~ent :0: ":est year 1982 of S78,014,OOO exceedee ,,:~e 

staff's es":i~ate 0: S76,295,000 by Sl,717,000. For t~e Gas ~epa=t~ent 
?G&Z's esti~te 0: $63,266,000 exceeded t~e staff's esti~te 0: 
$57,97;,000 by S5,239,OOO. Aside =:o~ the ci::ere~ce i~ no~labor 
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escalation factors and es~i~~ting ~:oceeu=es, ~:'e :ollowi=~ were the 

~jor areas 0: cisagree~e=t: staff cisallowance 0: ~ete: :eaei:g 
s~perviso=s positio=s, ?G~E's use 0: a 20¢ posta~e r~te, s~a=f's 

exclusion 0: positions for ?C&Z's creeit counselor ~ro?Osal, sta=='s 
exclusion 0: ?G&E's additional positions in 1982 for e=er;y tbe:t 
control, and s~a::'s disallowance 0: ?G&E's ~roposal to add e=ployees 

:nitially, ?G&E re~estee 23 ?ositions as additio:al ~eter 
reacir.; supervisors for test yea: 1982. ~he staff reeo~eneee 
disallowance 0: ~~e adeitional supervisors or. tbe ~rou:d t=at the 
present ~eter reaein; operation is already a proeuctive unit in 
comparison to other utilities. ?G&E reconsideree i~s posi~ion ane 
decided to delay asking :or t:'ese new ?OSitions ~ntil 1984_ However, 
prlo:- 'to the concJ .. .:.sion 0: h~i:"..;s, ~Z res..::":'ectee its rec.ues:. tt.at these 23 
"'Y'I""';-~-~ ~ .; ...... , .. ..:l.....: ~o ...... ~ v~ ...... '00'" ...... t'_o;:'" _,.-_ ................... _ • ....-.;_ -J! _a.-
.r"""~"--~~ ~ ".'w_~ _ .... _~ .. _~ .,,:)4- r-~ ., ...... ~;:, ... ~ .. -..N.1t; ~~.:It ... ,-" •• ~_ .... ~~ 

=eaC,i.~ practices beQ.~ a S'l.!bj~ 0: a telev:.sio:'! ~:'oaCeast :es-.:lti.'1t; i:l ~ 

si~.i:icu.t i."1C:=ease ir. 't.~ ~\:':".be:' 0: ~eS""'..s for =~-aes 0: :'!'Ie""...e:'S a.--e Qt.ie:" 

~e::' ae-...ivities. ?G&Z Oelieves t!".a-: t:,e aeei~o:-2J. 23 mete: :eadi.~ S\.-pe:'V"'...so::s 
'NO\:le e:-.able t.~. to :".~ove the!: ::'O~to=,,_~, au:.iti:".c; ae-...ivities, a..",:c enable :;r...,&:; 

to i:'.au;'1-"""ate a pilot p~":'\ :or 't.~ ""a:.:;col ~eept. ::. "::"'e Sir. ~C"-SCO Bay ~-ea. 

w'hile we ac;:ee t:-.at ·N'it~ !:.~-as:::..; \.'tilit.y bills -::-.e:e wil' ~ C;;:=~":e:' aeo::. .... "i":y 

in :rete: ::e:'~.;- re<;:.:es-...s I we a.."'"e :"..ot con'\."'i:lcee t:.at t~re is a neee :0= dt.."Plieati..~ 
t.."le exiS:i:"~ s~;iso::" =C':ior-.s. 'tie a:e COr.'\~~ "::-.a-: seme aCditior-.s to ::e-:e:' 

reafr~ S..l:;>e:'visors ~e .... -a:::~te:. to e:..a=le FG&E to pilot i ":S ~pooli..~ con~ 

II . ..'1-- . ~ . .. ....- . 1 . -'I., _ ..... . as we as ex--,rta.."".C.. .-x:; s.:;:e::v:.so::" _~ct:.o:-.s :0 eo::: ........ p:oo e::-oS "4 ..... _ ...... ~, 

auCiti.-:.g, a.....c! :rot".ito="..:~. ~e..""e:o::e, .,Io"e 'W'ill allow 12 :o.ell :;ositio:."~, or 5~ 0: t:-.e 

add::eiot"..al ~.ses =~esteC.. 
\0. :It.... C'" 
'oJ. l.a:..q.~C' os ... $ 

S.; ... ~ -"--- - ... "",·~~o'" 0& .... ----'~ .,'l..e ... S ~-'S, e_..:_ ....... ~ ..... ,..-... .. :t:: ~ •• '--w..;t .... _ .~....."w, .;J, \.I .... l:"\.Ii;,~ ~'tI_'-' • • ~ 

ar.r.ol.:.ceC. nell :i:'s:-elass postal :oates of 20¢ e:feeive ~be:' 1, 1981. .,..;e w-'.ll 

the:e:o:e eeopt FG&E's est:!.":"ate as Oei:'..c; :':'Ore :ep:ese::-..ati...,·e 0: ::-ai.li..""..C; eoS""...s :or 
t.."le yea:' yeQ: s::'ee it a~-....--nee sue:' pos-...al inc:::'case. 
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c. 

~he s~a:: :eco~~eneed e~sallowance 0: S670,OOO :or ~he 
hi:i:; of acei~ional c:edi~ co~nselo=s because such a p=o;=~ would 

of potential sources of assistance. :u=the~ore, ?G&E states that 
c=ed~t counselors would be aole ~o ~ake exteneee pa:~e:~ a:=an~~ents 
as well as review the conse:va~~on ~easu=es a ~~sto~e: ~ay take ~n 
co"'--ol~""""" .... ·s ..... _, .... ,/ ....... " ........ • ....... "'1' ... - "-"IW_."',, ....... . ~e a;ree that the ?robl~s of payin; 

ine.:ease in the cost 0: utility services. 

that ?G&Z will be confrontee with increased re~ests :or exteneee 
pa~ent ar:ange~ents • For these reasons we be:ieve 50~ 0: the a:1o-.;.r. t 
requested for additional credit counselors is justified. 

d. E~e;ey ~~e=t ?~cuet;9~ 

hire 4S ~ana;e~ent e~ployees ~n 1981 to con~rol ene:;y theft, 
- .... ~ ... - .... e '8 a~~···o-~l ~s"-'o""s .. " .. ~ '- ...... '-"-_ .... _ ".V .:-_............ :ecr.;estee. for 

.... -... 
1982 does :eco::'\."'l\enc 

be disallowee.. S ... ~J:J: • .. s ... .;.t: .. es ';"s ~ .. sa~ ~ ow~"''-e 0" -"'e ,..-0'· ... ..1: ....... "' .. -~--.;'-' --.- .......... ~ •• - ... .., ... 'W .................... w 

~os~t~or.s recuested bv ?G&E. - . . 

Cont:ol ?roqr~~ w~ll resul~ i:. i~c:easee rever.ues, s~c~ revenues 
w~ll :low th:ou~h ~o the ER~V. we are aeop~ir.~ i~ ~h~s p:oceeeinq; 
there: ore, i: sl.!ch expe::.ei tu:es are · .... ar=ar. tee, they ~".:.st be allowee 
in the tes~ yea: expenses. 
~he aclcitio::.al positions, ~::ere=o:e, we w~ll allow such cos~s as 
reasor.able fo: test yea: 1982. 
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e. ?e::o~~:ce S~a~ea:es a~e 
~ork Mea~~r~e~t$ 

?C&E :eques~s 2S r-.e·N pos:' o::.o~s :0: :. t.s ?e::o~an~e Stane.e.:c.s 
?C&E elai~s ,:~a~ :.n :esponse t.o the 

v;e will ::.cl-..:C.e t.~ 50~' 0: ~e ~.a1.::t :e-;'.;eseed :0= s.;.ch pe::o~~ee 

s-...a:-.ca..-c.s a.-.c. 'No:'k reas-=~ ~~es ::. 0iZ t.est: :.rea: 1982 coS-..s si::.ee ',ole ::cl!e'Je 

ce:-..a:...~ :easo:-.z.ble ~sts ~ be :..~C'..:==e:. ::.: g:'ea~e: e:::.cie:".c'/ :;: ·..,rork ;e:::o.-a. .... .ce 
is ':0 be achier/e:.. 

.c .. - Gas ~e~~;t~~~t C~sto~e: Aeeo~~~s ~~e~5es 
~ si;r.i::.ca~~ po:t:'or. 0: ~~e ei::e:er-.ce :.~ ~he Cas ~e~a:~e~t. 

C'..:.stO::':e: aeeo-..:.!'l":.s exper-.se eso:i."':':ao:e 'NCS cue 0:0 -:..-....e e:&:e:e:".Ce :.::. es"..i"':Zt.:i."':I; 

p:oeeci~=es, ~h:'eh appa:ent1y va::'ee ::o~ tha~ ~see :0: the Elect:ic 
St.a:: IS • .... :.t::.ess t.est.i:::'ecl 

at a ~o:e p:ecise es":.i~ate 0: custo~e= 
t.ha~ he has at.te~ptee ":0 a::ive 
aceo~r.t. ex~e~ses ~r.e tne:e:o:e 

the :esultin; est.~~a":.e 0: custo~e= acco~!'l': expenses :0: ":.es~ yea: 1982 
~o .. " t.... G "'" ......... -"'"I .... ~··e .• ,.. .... ~ ee' .c ... o- ...... e -.e .... ce ........ l"'e "'e'l .... .; o ... s .... .:.'-. _ .,l.e as ...Je?a= -.-:' ... ~.. .uQ ... '-'i,l• rj 'rI ~_ .. _....u ... ~ l:''' ....... " ......-.. ¥-. •• •• J:' 

tha~ exis~ee histo:ic;:).lly oe-:· .... ee::. the Elect.::.c ar-.e Gas ~epa:t."'!'Ie::.~s :0:' 

this expe::.se ca~e;o~y. 

at o~ aeop~eC eS~~"'!'Iate less acljus~~e::.t.s :0: co~pa:able clisallowa::.ces 

(":' .... c' .. "" ..... 1'" 
t -"" _ ~'- ..... " 

Gas Depar":.."'!'Ierot 

?C&Z 

Ke'J'isee 

$46,331,000 

S25,626,OOO 
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Sta:: 
Revised 

$39,536,000 
521,709,000 

528,985,000 
S:'o5,020,000 
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Sta::'s and ?G&E's esti~ates fo: va:ious conse:va~ion 
p:oq:~~ i:cludee i~ this expense cate~o:y are diseussed in the 
Conse:vation Section of this cecision. Ou= acopted est~~te :0: this 

expense eate;o:y is ~aseC on ~hat discussio~. 

Custome: Se=v~ces and :nfo~ation 
EXRense - Loac Ma~aee~e~t O~e~a~i~c Ex~enses 

Electric Depa:~~ent 
Cas Depa:":.":'1ent 

?G&E 
l<evisec 

52l,06l,000 

S l,236,000 

Sta::; 
~evisec 

$:9,529,000 

$ 6";6,000 

and capital expe~ditu=es is contained in the Conse~:ation 
Section of this decisio::'.. ou: adopted load :::a.na~e:':!e::.t 

operatin; expense :0: the Elect:ic and Gas Depa:t~ents is 
oasec on that discussion • 
. Administ~ative anc Gene=~l Ex~e~ses (~&q) 

POOlE: 
Revised 

5215,936,000 
5119,31i,OOO 

Staff 
~ev:'sed 

S18',746,000 
$l02,222,000 

516,892,000 

S 1,033,000 

5190,777,000 

5106,833,000 

discussed by various functional A&G expense accounts to~ethe: ~ith 
our adoptee results. 

;.. & G ~es - ~ec-..::..c 

-cas 

;.. '" G EXp. ':':'a:"..s:e=-e:. - Elec-..:ic 
- Gas 

S75,049,000 
$38,127,000 

$36,508,000 
$l8,906,000 

539,070,000 
$19, 84l,OOO 

-8i .. 

Sta:: 
$03,441,000 
$32,885,000 

$28,8'8,000 
$14,701,000 

S33,l18,000 
Sli, 03-;., ooc 
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~he basic Cl::e:e~ee i~ ~he eS~:.~a~e 0: A&G sa1a:ies 
PG&Z's ~se 0: a 4.05~ e~~loyee ~:o~h =ae~o: 

based on 1976-1979 histo:lcal ca':a wh:.eh was s\:.bse~ent1y :eviseC to a 

~he s':a:=, 0: the 

the :acto:s eonside:ec. by ~he s~a:= i: a:::,vi:~ at !ts 1% ~:owth 
:ate ~:e: 

1. Sala:ies 0: 'Oe~~loyees 0: ~he Ene:;y 
Co~se:va~!on De?a:~~e~t have not been 
cha:;eci to ae~iniS':=atiV'e anc. ;ene:a! 
s:.nce 19'$ 0 .. 

2. 40 ~~loyees c: the newly e:eateci ~~clea: 
~lv1s1on a:e ~ot !neluc.ed beca\:.se ~ .. 9110i 
o:ee=ec. ?C&E to excluee all expe:ses 
:elatec ':0 Hu~bolct except so~e c~e:ation 
~~C ~a~~tena~ee expenses :0: :ate~a~1=;. 

., 

.,J • 40 aec.lticnal e~ployees 0: the newly 
c:eatec Reven\:.e Re~l:e~ents ~lV:,slon 
a:e no,: :.:cludec beea\:.se ?C&Z :allec ~o 
J~st~:y thei: !ncl~sion. 

4. ~o ;:ow':h 0: 11~1~ec. ~=owth in P:oC~Ctio~, 
t:ans~lsslon, Clst:lb\:.t:.on expenses, anc 
:ate base. 

5. ?G&Z ~~s cu=:en~ly i~stit~tee a hi=in~ 
=:eeze .. 

!t was ass~~ec. that all expectee ;:o~~h in ~he Compete: ~lVlslon and 
the E~e=~· Conse:vation and Resea:ch ~evelopment anc ~~monst=at!on (~&~) 

on 1976-1979 histo:ieal data as we:: as ~he 4.31% ;:o~~h =ac~o: a=~e: 
i~elusio~ 0: 1980 cata a:e both exeessive. We a=e 0: tbe 

facto: use~ bv ~~e sta:: is :ealistic, .. 
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o. ?umo~ldt ?l~nt Ex~ns~~ 

The staff :~r~be~ disallowed t~e expe~ses 0: 40 e~ployees 
i~ ~~e ~uclea~ Depa~~~ent which are char~ee to ;"&G eX?e~ses fo: 
expenses related to the E~~oldt ~~clea: Power ?la~t (-:.7.-_1-._, ..::~) 

......... WJ'wJ.~w • 

reco~er.ein; the disallowance 0: Sl,094,000 relati~~ -:0 these 
e~ployees, the staff does not object ~o incl~sion 0: s~ch expenses 
~ ... ..... 
of recovery 0= H~~ldt costs oeco~es an iss~e. ?G&E ar~~es that 
D.9110i did not order PG&E to excl~de all expenses related to E~~olet 
and only oreered that all capital costs aSSOCiated witb the E~~ole.t 
facility be placee in a ~~orand~~ accou=~. ?G&E :~rtber a:~es 
that even if the staff was correct in its interpretation 0: D.9ll0i, 
the staff was in error in its disallowance since ?G&E does not e~ploy 
40 A&G persor.nel associated With the operation 0: E~~Ooldt • 
Fu:the~ore, since the ~~clear ?ower 
in 1980, s~ch costs did not exist 

Ge~eration ~epa~~en-: was fo~ee 
the 19i9 oase fi~res ~sed 

by the staff witness when he ~ade his esti~ate and eisa1lowanee. 
~he staff also disallowed insu=~ee costs :or H~ooldt and 

reco:n."nendee. th~t s-..:ch costs, as well as any ;"&G ~~cle~r De~:t:ne:'!t 
salaries =esulti~~ to H~~old~, be placed in a :nemo=a:c~~ account 
pe:di~; the ulti~a~e decision on the fu~u:e 0: H~~bole~. The s~af: 

relating to E~~bolet be t=ans:erred ~o a eeferred debit account and 
to suspend ~~vc accr-..:als 0: s-..:e~ balances. 

T'No yea=s have elap,seC. since the issurance of !). 91107 a~ 
which ~i:ne we exp=essee. 0-":: conce==s witb the :uture eo~~e=cial 
potential 0: ?~",:".boldt.. A.t tba·t time we statec, "We ca.:t::'o:., 
however, t~at any additional capital expenditures on ~~",:,,~oldt will 
be viewed by this Co~~ission critically, and will be :nade entirely 
at the co:n:;:>a.ny' s risk." While "Ne a=e concerned with the cor..ti:uin~ 
delay in resolving the operatin; status of H~~ooldt, we do not 
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believe the staff proposal to eisconti~ue ~-v~c on E~~let is 
reasona~le in that it prejue~es our eecision on the future rat~~in~ 
trea~~e~t to be accoreee E~~boldt. ~~e resolution of the future 
status 0: Eu~olet shoule ~e eete~inee in a separate proceeei:;. 
Should such proeeedin~ ~:ove t~at it is :easi~le to continue the 
necessary ~oei:icatio~s to reope: E~~olet, then such ~-oDC is a 
proper cost. :f it is dete~ned not feasible, the C~ssio: r~s 
the ri~ht to ~a~e its dete=:ination as to allow or disallow such 
car=ying costs based on the recore that will be eeveloped in such 
p:o<:eecin;-. 

We will disallow all operatin~ ane ~intenar.ee eX?enses, :0: 
g~~bolet incluein; insurance ex~nses :0: ~~rrent recove:y and re~~ire 
?G&E to recore operatin;, ~aintenanee, ane insurance expenses :0:, 
F.~"-.'Io.. ol~"' ...... .;!'. ..... ,.. •• I!to ... ~ .. ,·-...... o ... , .:I ....... --or~·n.:l··- acco·· ........... ol"'e ......... e- •. ~~ ... "Iot the c ........ ~ -al -.......... '"" - - _.1.... ..... '"W''' ~ .......... ......... ... "1:1 ..... - ..... ...... QJ:O ...... 

expeneit~es relating to ?~~olct ane ~o accrue A:~ on the total • 
We place ?G&! on notice that we expect tbe ~estion 0: back!itti=~ 
or deco~~issionin; 0: E~~boldt to be resolvee oe:ore the ne~ ~O! is 
:ilee. 

~e will aeopt the sta::'s rec~endee disallo~anee 0: 40 

A&G Nuelear Depa=t~e=t ~ployees in this proceeei:; b~t not :0= t~e 
reasons statee by the sta:=. While only a s::tall portion of the 
~uclear ~epart::tent's wo:kload ~y ~e related to E~~olet, a s~bstantial 
portion is related to Diablo. :n view of the indefinite operati:; 
cate :or Diablo anc our treat~ent 0: H~~olet expenses in this 
proceeei=~, we believe it is p=oper to excluee the 40 A&G ~uclear 
Depart~ent e~ployees. It will be appropriate :or ?G&! to seek 
recovery of any ~uclear ~epart~ent A&G expenses relati~~ to ~iablo 
the Diablo offset proceeein~s in A.SS9ll and 58912. 
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A:ot~e~ area of co~t:ove=sy conce=~ee the est~~ated level 
of enQi~ee:1~; t:a~~ees for the test yea:. Tbe sta:: est~~atee 73 
trai~ees baseC on an avera;e 0: the 19i8-1~79 level of trainees, 
?G&E est~~atee 200 en;~nee:~n; trainees. ~e are 0: the opinion tbat 
both esti~ates are ~n:easonable a~e w~ll ado~t a level 0: 124 positions 
as reasonable anc a e~sallowance 0: S232,000. Relatee to this 
adj~s~~ent ~s a S95,000 :eeuction i: office s~p~l!es 7~e ex~=ses. 
For the Gas ~epa:t~er.t there is a co::esponei~g reCuctio~ of Sl18.000 
.... ..... salaries ane 549,000 'in office s~~plies and expenses • 

c. O~tsice Se~ices 

~e difference in t~is acco~nt =es~lts f:o= ?G&E's us~ of 
seven ~ont~~ :ecoreee eata :0: bas!n; its esti~te as opposee 
to a 1978 recordee f!Qu:e ~sed by the staff. ~he staff a:~es that 

1980 had ~any nonrec~::!ng expenses and therefore conc1uceC that ~ 
est!::1ate ~sed on 1980 :eco:eee. cata wo~ld be excessive. p(t&Z a:c;ues 
that the nat~e of o~tside services vary depend!:; on co~pa=y 

a;ree that o~ts!ce services ~ay vary ::o~ yea:-to-yea:, we eo :o~ 
view 1980 as a typ!cal yea:. On ~he o~he~ hand, an es~i~ate ~see on 
1978 ea~a appears to be equally ~n:ealist!c. ~e Will, the:e:o:e, adopt 
a total esti~a~e 0: 55 ~illion as =easo~able :0= ~he $lect=ic ~~e 

Gas l:>epart:nents. 
e. ;~'u~ies ane Da~aces 

~~ •• e s-... ~~_~_ es-... _~-.. ~-.. e ~_o~ -~'s ex---~e ~~-e~o-~ "'~s ~as~ o~ * ... ....... _ ..... ;:r- •• ~ .... w - " -: ...... "" ..... • .. 

1975-l978 da~a beea~se the 19i9 data eV!de:cee an acno~~l =ate 0: 
~~c-ease -~-h'sto-'e 'eve's ~e ~o .~.ot co_~si~e_- • .. ~ •. e s-... ~ ... r._&f~ ... -ejee-... _~o-... ...... ... ',,"',",_ _ ... ... ... .... .. 1.0 _.... ...-

0: 1979 as reasonable anc, 
between the s~af= anc. ~G&Z est!~tes as :no~e :ep=esentative 0: expe~ee 
expense levels :0: ~:j~=ies and ea~;es fo= tes~ yea: 1982. 
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E~~love~ ?e~$io~ ~~C 3e~e=i~s 

Staff anci ?G&Z eisa;reed on the level of pe~sion and 
bene:i~s to be allowee :or :atema%~n; p~rposes for tes~ yea: 1982. 
?G&Z'S esti~ates were based on the most :ece~t collective ba=~aini~~ 
a~:eernent ne~otiatee by ?G&Z and ~ts ~~ion e~ployees. Staff wit~ess 
eisallowee ce=~ain be~e:i~s oecause he believee ~~a~ tne ;=owth ~= 
pe~sio:s anc bene:i~s expenses have oeen i:c:easi:; excessively a~d 
faster tban labor costs as a whole. ~e =eco~~ended staff 
cisallowances ane reasons are: 

1. ?ost retire~e:t benefits - not be:e:~cial 
to ratepayers. 

2. Medical plan accepted ~rowt~ increase 
bu~ not plan irnprov~e=t. 

3. Dental pl~ - acceptec ;:o'~h ~ncrease 
out not plan i~p:ov~.ent. 

,. ~ployee trainin~ - cisallows employee 
~row-eh • 

;J::ho'..:.c;h t.."1e. staff c.:.sal1ewee ce:-'"'..a" ~ pla."'l :..-:;::,O".,.~..::.:s, 

~a""l t:.a~ s.;ch Cisall~a."lees are :-easo~le s::..ce :0 s=.:ey "...-as CO""...cuc-...ee "=0 

cete=.:i:.e whetbe:' r...<e's be:".e:its a..":C/o:, total '~e ~e:its "",e::e excessive "..:be:: 
~ .. ct' "" ~ec.::o ... :o.e= \.""::. ... J. t:.es. 

;. E~~lov~e T~ai~i~g 

=he staff basee its test yea: expenses :0: ~his expense 
cate;ory ~y using lSi9 as a oase a~c ~y i~creasi~; such a~se by the 
pe:centa~e 0: labor cost i:c:eases since ~hat yea:_ The sta:: exp:essee 
its concern with the l08% ~ncrease i~ this cate~ory betwee~ 1975-l9i9. 
~~ile we co not ag:ee wlth staff's, est~~a~e 0: ~o gro~h, we are of the 
opinior. that expencit~=es i~ this cate;o:ya=esomew~~t clscretio:ary 
and do not necessa:ily r.eec to i~c:ease in propo=tion to ~be increase 
in the number 0: e~ployecs. ~e will not adopt ?G&Z's est~~te b~t an 
est~~ate ~clway oetween staff's anc ?G&E's estimate as :e~sonable. 
This provices for some g=owt~ ~~~ reco;nizes certain econo~~es 0: scale. 
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.... ... 
Another em~lovee ~er.e:i~ which was aeeressee in this .. . 

proceedi~c; -"'as the 2S:~ e.isco1.:.:t oe elec-;.:ic and ;as 0111s :0: 
e~ployees. The sta=: ~: respor.se to a Co~iss1on re~uest providee 

PG&E e~p1oyees ~~e r.or.~ployees. 

soeioeconor:iical1y comperable'to th~ employees, PGltZ ob'tai::.ed cata 
~y takir.; a lOO~; sa::'lple 0: e::-.ployee aeC01.:.~ts, and :or "no:.e.p10yees 
the next two residential accou:ts. 
12 ~ontr.s endi:; ~ar.uary 1981, ?G&E employees ~see 672 ~~~ 0: 
e1ec'tric1ty comparee 'to 620 %~~ :0: nor.employees 0: an ar:.ua1 ~sa;e 
8~ hi;he: than nonemployees. For ;as, PGltZ exployees showed a 68 the~ 
usa~e comparee to 71 tberms for none.ployees or about ~~ less. 

~he sta:= report shows that shou1e. ?G&E be re~i:ee to 
el~~inate employee eiscounts, a rna:r:ed employee would re~i:e a 
$1.47 increase :or each dolla: 0: diseo'.:.:t lost a:d the cos't to ?G&Z 

:or each dollar 0: s~eh compensation woule be Sl.18. 3y m~ltiplyir.; 
the $1.47 cost to the employee, ~y the Sl.18 cost; the total cost to 
?G&E woulc oe approximately $1.75 :or each dolla: 0: eiscount eli:.i~~~ecl 
:or a ~a:=iee e~ployee ane a $~.16 cost for a s~~;le e~ployee. 

~l~hou;h ~he staff die no~ ~a~e a pos~tion on el~~i:atin; 
e~p10yee eiscoun~s, ~he !nte:national 3rothe:hooe 0: Zlectric Wo:%ers, 
Loeal ~o. l~~S, stron~ly ar;uec a;a~~st el~~inatio~ 0: this e~p:oyee 
be:.e:it. :t conSiders ~he Co=:.ission's consiee:a~ior. 0: ~his ~ssue as 

E~ployee cliseounts a:e an e~otional issue in ~his cay 0: 
p:o;:essively ~~c=easin; 1.:.tility :a~es. ~ro~ a conservatio: vie''''P0i:t, 
i't · .... oule appear ~o be a c.isineen~ive ':0 conse=vatio:. ":'he record in 
this p:oceeeir.;, however, ir.ciea~es tha~ ?G&E e~ployees usa;e 0: utility 
se=vices has been no ~ore than the usa;e 0: ~one~ployees. &:00 a 

rational econOr.'lic vie'~oint t~e el~~ina~ion 0: e~ployee discounts will , result ir. hiqne: costs since ~he ~nions have e 'e~~'y ~-c.~'~a-e~ - .... ~. .. ~.... ••• -'- • \.* .... ~ ... 

such cene:its woulc have to be replaced. 
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oaz~s we have openee ~n 0:: 
0: all utilities as ~ell as 
action -lie ::-.ay ta:-:e on -:his issue. 

,( -. 

'!"eeo·re:"'J O!' ban% !'ees ~:: a ge::e:-al :-a::e ?:,oceec.~!".s. 

Co~~:,~bu:!on :0 Cas ?esea:c~ :~s~~:~:e (~?:) 
a~c E:ec~~~e ?o~e~ ~es~a~c~ :~z~~~~~~ (E?~:) 

ex~e::se ca:ego:--J 

:'~':) .. .... ...... 



;...60:!.53 et al • 

• 

• 
Gas ""Ia""'.:1 .... --e ... .. 

~o;;~\iw .. .", ....... .." 

, 

"0 -O-O-O"p. cc!"'.s~-. "/2.---:0:"' • ., ...... c p._~."J_c_J t!' ...... "; '" .-.'.~- ~.... -
3C~ O~ 

?G&Z 
Re"l:sec. 

... 3 ..... '-It .. 00"" 
~ ~.;..' • .J ... .;.., '" 

S 90,l;52,OCO 
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S-:a!'!' 
?e·/~sec 

S26l,:'08,OCO 
S 90,~52,000 

-:0 

a.C.O~': s'..!.c~ 

';0 ?O&E's 
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~~e z~a~~ ~oo~ ~o exce~~~o~ ~o ?Q&Z'z Ges ~e,e~=e~~'s 
dep~ec!~~!o~ ex?e~se es:!=a~e :0: ~es~ yea: 1982. 
':'axes 

?O&E's 

•" .. '" ve c e ..... S ..... , 
., 9-{ c_' cP.O ... , .... ., ... 

test yea:-. 
'b. ::-:'CO:'!le ':'axes 

O:;>e:-a,,:~o~s 

a??l~cab!e 

:-e?eal 

S!.~ce -;~e 

o~ ~~e ::'ax ;'C':. 

-;~xes "Ile:e 

"la:-!Ol.:.S !sSl.:.es 
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Eleetric Depa:t~ent 
Gas Department 

PG&E 
Revi5~d 

S5,969,259 
$1,552,510 

S'ta:: 
~evis~d 

S5,507,548 

Sl,645,607 

';dootz 
S5,OlO,048 

Sl,613,369 

Tbe ::tajor di::ere~ce in the Electric Depart~e~t rate base 

est~~ates between sta:: and ?G&E related to ?G&E's ~~AR proposal 
and incre~ental depreciation proposals. ~e are ~ot adoptin~ s~ch 
proposals in 'this proceedin~, 'the:-e=y eli~i~a":in; S475,000,OCO :0:-
SE~ ana $34,573,000 :=o~ 'the aepreciation rese:"Ve by not adopti=-~ 
PG&Z's incremental depreciation proposal or a ~et ~~ount 0: $440,427,000 
0: the total aif:erence 0: $461,721,000. Our adopted rate ~ase will 

deeuct the applica~le deferred tax rese~es resulti~; :=o~ the 
~o:malizatio~ 0: the tax ~ene:its 0: !TC and ACRS depreciation as 
re~ireC by the Tax i'\.ct. The other areas 0: controversy ~tween ?G&Z 
and the staff ~~ounting 'toe S21,294,000 a:e ":ne =ollowi~~: 

Diablo In:o Center 
;u.-WC A.ccr~als 
Load !-1ana;oe!:lent 
A.&G Cleari:~ 
Diablo Land Ri;ht-o:-Way 
CO:':'lmOC PP..FC' 
Worki:; Cash 
De:er:-ee !':'C 
Dep:-eeiatior. Rese~~e 

'rotal 

S 1,214,000 
3,693,000 
7,079,000 
2,879,000 
6,46-8,000 

157,000 
(18,821,000) 
19,900,000 
p. , 275 ( 000) 

S 21,294,000 

The staff reco~ended the disallowance 0: ~he inves~=ent 

in the Dia~lo !n=o~ation Cente= since i~ was considered to ~e an 

disa;:-ees witb 'the sta:: ~d sta":es tba": the eente: also se=ves the 

:unetior. 0: an alte:-nate cont:-ol cente=. 30tb s":a:: and ?G&Z indicate 

a willinqness to =esolve tbis issue in the Diablo =ate base o::se~ 

p:oceeein~, A.Sa~ll. Final eisposition 0: 'this cente: should ~e 
deferred to that p:oceeeinq and we will au":ho:-ize ?G&E to trans~er ~he 
cost 0: the Dia~lo !n:o~ation Cer.te:- into a ~e~o:and~~ aeeo~t a:e 
to accrue ~-oDC. Tbus, there is now no cur:en~ i~pec,,: on :ates ::o~ 

the Diablo !n=o~ation Cen":er. 
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S~a:: :~:~her recQ~.encs tha~ S6,468,000 recordee i~ ?~ 
:epresen~in; inves~~en~ in corridor lane a~e l~ne :i~hts applica=le 
to delivery 0: electricity ~o or from Diaolo sho~ld not ~e included 
1t:. :a~e =ase, ~u~ s~.o~~ ... '~ ~e s~~ .. ~esse~ _,~. ~ .. ~ •. e ~~a~lo o~~se~ ~-o~ee~~-~ ... - - _....... .......... .... - ..;.....; ......... j;W- '- ........... ., 

to~ethe= witn other Oia~lo cos~s. ?G&E's witness ~aylo: eisa~:eee 
With the staff's recor.~enda~ion since these plants r~c ~een allo~ee 
in :a~e ease s~:ce ~q~st 19i6, and also since these cos~s represent 
the re~aini:; portion 0: the CQsts 0: trans~~ssion ri;hts-o:-way to th~ 
Oiao1o 
lines were placee 

provieit:.; alternate routin; ane l:.provee system stability, therefore 
.... ....... 

plant in se~/ice. We ~elieve PG&Z's posi~ion in this ~atte: is 
reasona~le anc, there:ore, we will not adopt the sta::'s :eco~er.eatior. • 

a. 
:he sta:: reeo~~e~ds ~ha~ $ ,~ o~9 ~~O o~ eV~~~'-u~es ~e'·-~~~ _wi." ,.., ...... J"'rtl!' ................. _ ... ww .... .., 

to the Eureka Ener;: Co~pany, a wholly o·Knee su~sidiar'l. ~ese properties 
were acqu1:ed it:. May 19i5 :0: ~se a~ the p:oposec Mon~ez~~a ?owe: ?lan~ 
ane have been i::.clueed 1::' :~~e base .. 

w~s t:.ot complete in that ?G&!' sho~le be :e~ired to ret~rn the carryi=~ 
charges to the ratepayers anc in the :~t~e sho~lc s~ch properties be 
dedicated ~o utility ~se, it shoule be at the :air ~arke~ val~e when 
such cledicatior. ta~es ~:~ee. 

a ' ...... o .. ,.... .... - .... ese ~ .... ope ... ·.;es 
- ....... -".. ... ... 4 l!'- .. -. 

shoulc oe el~i~a~ec from :a~e ~ase, a~ this ~i~e, its :~~~e 

0: ?G&Z's periodic ~nergy Zxplo:a~ior. and ~eveloprnent Aejust~er.t (ZZOA) 
proceec.ings. 
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The Utah coal prope=-ties :'ave ~ i:.cli:CeC :.n ra-ee ~ s:""'lce 
1976, and it was obvious that the Co~iss~on consideree ~be 
inves~~ents in coal rese=ves as ?r~een~ ane properly incl~ea~le in 
ra~e base .. Si~ee tbere is now some question on the :~t~re use 0: 
these properties, we will excl~de this invest~er.t :ro~ rate base ane 
require ?G&~ to record the inves~~ent in a ~~o:ane~~ aeco~~t and 

accrue ~~C a~e ot~e= necessa:y ca::yin~ costs penein~ ult:.~ate 
resolution as to the status 0: these prope:ties.. Our ~rea~~ent :0: 
this investment will enable ?G&E to recover all cerr:iing costs on these 
properties ane at the s~e ti~e preserve the ratepayer's ri~ht.to any 
gains or losses or. cis?Qsitior. 0: the ~roperties.. We will re~ire 
?G&~ to repor~ to this Co~:.ission • aecountir.; ane rat~kin~ its 
treatme~t upon sale 0: the properties. 

o. ~ipol':'lo 'Dunes 

The sta:= further =eco~er.eee that the ~ai=s resultin~ from 
the dispOSition of the ~ipo~o ~ur.es property 0: S171,456 be consieeree 
as an aoove-the-line ;ain.. ?G&E disa;:ees ·~th the sta::'s conte~tion 

holding s~ch pro~rt7 was Oo:~e by t~e sh~rehol~e=s. We aq:ee with 
~,..&- • '''1 t . t ... 'I.. .. ~~, ~~ ~ ane W~. no acop ••• e s.a __ s 

c. ?u~bolet ~uclear :~el 

should be treated in the s~~e ~an~er as other E~~~ld~ plants. As 

ex?ressed ea:lier in our eisc~ssion 0: E~~boldt, we will a~thori:e 

and pe~it ?G&Z to accrue ~-uDC on s~ch ~uclea= fuel until the ~lti~te 
eisposition of E~~bolet is eecieee. 

d. Common Utilitv ?R?U 

The st~ff also proposee that Co~on Utility ?S7: 0: 
Sl57,OOO and S70,000 :0: the Electric and Gas Depa:t~e=t, respectively, 
not oe allowee in rate case because of the lac~ 0: a ee:inite 
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use 0: each of ~he prope=~ies ~ ... ..... 
eates'whe~ such p:operties wou1e co~e i~ use. ''':e believe that 
?G&Z has just~:ieC ~he ~~clusio~ 0: such properties ~~ rate base. 

e. ;.?C"OC ;"ce:-ual Rate 

':'he staff reco~e:es a S21,521,000 reCuc~io: i~ ~~~C 
capitalization i: 1979 and 
prescribed by Oreer 561 0: 

1980 to cor.:or~ with the A!~~C :o~ula 

tbe FERC. ':'he sta:: contends that ?G&Z's 
co-pu·a-~o'" was .... e~-o~ s· ... ce ......... • ...... c1··c.·e~ o ...... _'y s~ •. o-... -.. --... ~ ..... --... ~o ... - ... -ow" ... '''' ... ~s .~ ..... ... ~ ... - -_... -- ~ ~ ~ ~ 

?G&E's w~~~ess ~esti:ied that it was approp=~ate ~o 

~eee at ar.y pa=ticula: t~~e, tney invest a~y excess. ':'he t:'i:e cost 

~e also eo not eisa~=ee 

bala~ci~; accou:ts i~ 1980 and subse~e~t years s~nce we ~~ve 
interest rates on such bala~cin<; account ~o the co~~ercia! ?aper rate • 

'this treat::te:t ... ·s ~lso ~~~_-ovec.· ~y ~~ •• e ~~ ... ~ C ~ ... o ... ~ ... '°80 ~~~ s··~se~~e"'-.. ye~-s. ~ ~~r ... - _~n - ~-~~... ~- - ~-

~e will, therefore, o~ly aeopt the sta::'s aejus~~ent :or 1979 in 
relation to o::settin~ short-te:= debt a<;ainst ba1ancin; accounts and 
for 1960 we w~ll adopt the sta:='s aej\:st~ent i: usi:; a 13.95% retu~ 
or. e~ity instead 0: the 14.1X rate usee by ?C&Z. 

~ -. ?~el Oil !~ve~~o~ 

Ou= acoptec Electric Depa=t~e:t rate ~3se will excl~ee :~el 

oil i:ve~tory si~ce t~e car=yi~; costs associatee wit~ suc~ i~ve~to=y 

are ~ow recoverable unee= ~~ =ates. 
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g. Ca~adia~ Gas ?~e~~~e~ts 

TL"?$ objee-..s to t."'1e :l.r.cl\:Sion 0: S16.5 !l".il1ior:. :!:. -:'he Gas ::.epa:: :".ent 

:ate ~ =esul-:i..~ f..""O'n the :::'cl-.:.s~ 0: ?:r.~ t$'.e-or-~y obli~...:!.o:-.s for 
Car.aCian~. ':"'\wI"R.~' s =easor.s :0= objec:::..; a..--e: (a) -:."-Je ~1.::~ 0: -:."1e 12ke-or-pay 

1iaCility, if:Jr.f, to be i.~e..:r.:ed i..~ 1ge1-l~e2 is !':i;:-.ly i.!nC~...ai:, Co) t..ie 

prOtr.sior.s of t.ie ~ee FG: a.."'ld ~...a ar.e Sou:.~ (;..&S) Co::::aet -~ =es.:l-: 
in a :e:.~"':'on 0: t.ie taXe-or-pay char;es :o:e by t..;e p:oC.t:ee:'S ~ t."1e;..J:oe:-,.a . 

eost-o:-se::"'lice, a.."lC. (c) t.ie?:;t a.....e ;..&S co::""..:ae:. is :".0": ~ a..""::1' s-le::¢~ a;:-~t. 

N&Z Cisa<;;:'ees wi -:h ':"'\wI'R.~ I s ~ioe. a.~ s-...ates -::-.at ~~ 1Zlde:'s-~..c.:..~ 
0: tbe c:-.ar~es:..-:. ~e ~-OUS CCC't--ae-..s is ~ecessa..-:r in t:".de=s-~.e:..~ -:he 
=eaSOMl:>le:".ess 0: tl"ie cont..~..s a.."'J! ~~ t:a:".saC"::'0""-5. r..,&Z S""..a'teS t:~t ;"&S :-eac..iee 
an a;:~t· -,..;it'h t."1e ~ajo-::'"'::'f 0: i ~ ~e:s :ec:.~c:::.g i-:s take-o:'-pay 1~" 1':~ 

to or.e-f~..h 0: t."'le a::ol..:t ot."le::"..r...se =e:r-:.i:'ed by ccc~. ':'he ag:'ee':'e.n-: e:.e :".ot 

=eC.'UCe t.ie a:ro1-""7t of <;as slJbjee to taJ<e-o=-pay 0= t.ie vol~ic level at -..Ihich 

=equi:e~ent that the =eeuc~ion 
no ~o=e ~han 15~. ~&s ane ?G~ 
·~~e o~ ~aH -~~·':-e-e~ts w~~c~ .. -e~··~e~ ~~~IS ~~_~_~~ co_~-.. _-~c-... ~··~~-.. it· .. ~ ...... '" - .. -~ :: ...... -.,........ ...... u_.. "" ....... -~- ........ :! .... "l. ....... - - " 

:ro~ 1,023 xxc: ~o 870 MXc: .~~~ a eo=res~one~n; =ee~e~ion in ?G&E's 
daily cont:-a~ ~~an~i~y from 980 to 840 XXCf" ~he net ef:ect is tha~ 
PG&Z's take-o:-pay liabili~y is t~i~~¢ree a~ 76.5~ 0: 980 ~e: ins~eae 
0: at the p::evio\:.s 90~~ poir.~. 

?G&Z a:~es that ~rL~ls e=.phasis or. ?G&~'s ooli;~~ion to 
pay :0: i~s ~ake-o=-pay vol~~es at the contract l~lel eo~pa:ee ~o A&S 
paying :0= its take-o=-pay vo1~~es at o~e-:ou:~'h 0: t~e ~~o\:.nt otbe~Aise 
provided rep::eser.ts a ~yopie eompa:ison. 7\w1~~ i;no:es ~he :aet ~hat 
?C&E ane ?G~ receivec a suostantial =eduction in t'he vo1~~e ~:i~~e:in~ 
their t3Ke-or-pay liability ~hile A&S ::eeeived no sue'h :ee~c~ion in its 
take-o=-pay vol~~es. ?G&Z :~the: a:;ues that T~~'s co~ten~ion ~ha~ 
the ?GT ane A&S eon-:raets a:e less tban a~'s lenq-:~ and ~he:e:o=e ~ot 
negotiatee or. a =easo::.aole ~usi:ess ~asis, is unwarranted. ?G&Z :~=the: 
states that ~~~ fails to ur.ce:stane that the p=oeucers in rene;otiatinq 
"w,.. .... --__ •. ~ ... ~ "r.t!' •. ,.,. ... -.....: -:0 ... ~-.;- -':..e ... .....:: •• _"',.,.. .: ... ".:)"'!"""s """"~"'''''''''4 ....J.,.-;".-.-';_ ......... .......,.. ....... ~~w w ....... I"ViJI,.e;) ,.,~.~ _~~ .... _'-...... _'W'-~ __ -..; ... ..". ....... _ ~ .. ~ ~ .... ...,._ 
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pay payment :0: its tar-e-or-pay vol~~es ~as o~e w~y 0: e~cou:a~i~q 
?G~ ~o keep its purchase vol~~es up. ~ =ee~ct~o~ 0: t~e ~ake-o=-pay 
pa~ent to one-~arter of the othe~Nise ~?plicable ~~o~~t woule have 
been eo~~ra:y to the p:od~cers' interests. 

PG&Z also disa~rees with ~~~'s e:it~cis~ 0: its esti:ate 
as ~ein~ u~~easonable. ?G&Z's esti~ate was oasee oe ave:a;e test 
year conditions anc therefore eoes not assu~e a~no~al conditions 
that ~:L~ co~jeetu:es could take ~laee. 

~e believe carrying eosts involved in any Canadian take-or-

because of the va:ia~le nat~:e of take-o:-pay pa~ents: therefore, 
we will exclude Canadian take-o:-pay pa~ents :ro~ Gas Depa~~ent 
rate ~ase. 

v::. ~esul~s o~ O~e~a~io~s - Gas n~~a~~~e~t 

Table V!:-l prese~ts a co~pa=ison 0: ?G&Z's ana staff's 
results of operations for the Gas Depa:t~~nt for test yea: 1982. 
O~r eiscussion uneer the Electric Depa:t~ent ~esults of Operations 
'on inflation factors, rec~rring ex~nses, anc aeferred work apply 
equally to the Gas ~epa=t~ent. The ciscussion in this section will 
~e rest:ictee ~o eisp~tee items ~ec~lia= ~o the Gas Oepa=t~en~ a~d 

not coveree p=evio~sly i~ the Zlect:ie ne?art~e~~ Res~lts 0: 
Operations. S~~ilar to ou: eiscussio~ :0: t~e Zlect:ic ~epa:t~en~, 

Ta~le V!:-l a~d o~: relatec dis~ssio~ of t~e dif:e:e~ee ~etween ?G&~ 
ane sta:: esti~ates eo not =e:1ec~ the char.~e in the labo: escalatio~ 
facto: sho~ i~ Exhibit lSOa. Our adoptee res~lts 0: o?eratio~s 
as show: in Table V:Z-2 :e:lee~s the ~O:e cu::ent laoo= escalatior. 

factor as well as the effects of the Tax Ac~ o~ :esults 0: 
ope=atio~s. Ta~le V::-3 sets fo=th the aeopted ;as ~argi: :0: test 
year 1982. 
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Gro~s O~ .. , ~, 1'9 R~~"UCS 

Oper't'n~ ~~~"S~S: 

N"tur.T '4~ pul"Cn.~~ 
N.tI;r.i ~ .. Us~ 'Jy ~s ;jeD';. 
Otnc" Proo~c~'o" 
5:or '9(' 
Tre.,,,r:\ ~s IOn 
Oi :;:rl Ou:;OIl 
CII~O;OMr'" ;'"ounts 
Uncoi ,~:, b'e~ 
ellS tOMr Serv, Ct' ."c: :"~OI"!l4 :1""": 
l.e.C: ~.a".~~ot"": 
Ac:~'n\s:r.tlll~ ,,,c ~ .. "crAi 
~r.nC~IS~ R .. ~u'r~"o;s 

Sub ":ot., 

~S(;J,,,:io" :.c:~. - t.,~r 
• ~O" :C\~r 

• ':'O~., f:,&~n~e" ~"C' ... CI"9 
':'4X"S .~ :e~r~CIc\tlon 

i 4)lt'~: 

P"ooel"';/ 
P.1,,0~1 ,IIC eIlSl"~S~ 
State Co~o".~10n ;ranc~I~~ 
FI!'d""'" :nc~ 

~ot41 ~ .,)Ceo~ 

Oeg~f'tiO" 

'iota1 Og~"4 ';'"9 EJI ,~"!;e$ 

Nt't ~o,. ~e';I1"" 

Rate g4se 

R"te o( ~etu"" • P..te a.s~ 
- tOUI':)' 

Reyenue ~eQul"eme"~~ P"o>o~ec 

Ace:, ';10"4' R~~~ut' R~II~~~no; 

.. cO; to '''o~s ~11':1~:,~r 

, 

c.;.~ :C:>;'R~£~''i 
~ t~1. ':'~ ('J. 09!:~.A i:C~'5 

¥~:'R :9e2 

Pc.afld£ $';.,,,~ 

Q"lli~~ ::!,,"1 .. ~ 
; l:./ \"1 

S Z.S~:.SSZ ~ 3.56Z.55Z 

:.:07.6S6 3.007.306 
(ZZ.7':6) (2::.i':~l 

~~2i~ !.::'57 
s.cez ~.5:::" 

':3.562 .: t.':35 
9J.4Z! 9::.369 
59.726 St!.':Z1 
3,5':= 3.~"C 

:S.E.25 Z:.70? 
!.zz~ 6'6 

95.778 79.693 
:.'3.5'9 Z3ISZ~ 

j .i!; .;t~ e: • .lC; .:~~ 

SSG 5~4 

'''i'~l 
"i .... , . 

Z.:J7.5~C 3.JOe.9':S 

~3.5Se lZ.'36 
:Z.~'Z ~Z.86" 
:.389,. ) ~·:~'(A) 
~1~S:t·" ~1~4 

Jt!.i4Z :9.327 

90.4~:: 9C.':52 

Z.':~Z.864 :.A:e.7e7 

99.688 :ZZ.76S 

S :.65:.5:0 S !.~':~.607 

6.0~ 1.!~ 

~.5~~ 5.0~ 

:.780.774 :.701.286 

~ ::e.zzz , :Z9.33" .I 

::.0706~5 Z.~i065S 
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4 
,\,oJ 

, 0 ~ 

(350) 
0 

" -: 
SS5 

%.lZ' 
~.O6: 
5.:89 

a 
:.~~7 

~90 
~6.025 

0 
3.y~ 

3C 
I~ .;;<;IC: 

:8.7::Z 

~Z= 
;2 

(::.2~) 
1~19Q!) 

,4.645) 

0 

=4.077 

(:4.07:-) 

~ 6.?O: 

( :.49':, 
(3.51:) 

:-S.US 
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, '!aole. ~I-2 

PACIfIC CAS ~1> E:IZC!RIC COX?~"Y 

Col' i)e-;>olrt:'1e!lt 
Ado?ted Su~ry of Ea~i~ss 

Test Ye.?:' 1982 .?t Present and A~t~ori:ed K.?tes 
(OOO's Om:i.t~e<i') 

r-resent 
K.?tes 

Oper~ting Revenues $3.562.552 

oper.?tins E~enses 

Production 1,267 
Cost of Gas less De?t. Use 2.9s.:..9j"O 
Stor<lge 4.,958 
'Ir.?'nsmis s ion 4Z.8~1 

Distribution 92,369 
Customer Ac::eount 62,275 
Customer Se=viee & :~:o • 16,568 
Load ~n:Lge'!lent 1,033 

Admin. & Gener.?l 106.833 

Sub'tot.?l 3,313,:37!o. 

Wa.;e Adjust'!:l~nt 1,691 
Escalatiotl. 641 

Subtot.?l .?feer Adjustee~: 3,315,706 

Book De?reei.?tion 90,452 

!~es Other !han Income 26,038 

Stolte Co:,? :ranehise Tax 6,284 

Feder.?l Ine~e T.?X 25.056 

!ot.?l O?er3ting EX?enses 3,463,536 

Net Oper.?ting Revenue 99,016 

R.?te Bolse 1,613,369 

bte of R.eturn 6 .14~~ 
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Authorized. 
R4tes 

$3,765,093 

172~7 
2,984,910 

4,958 
42,861 
92,369 
62,579 
16,868 
1,033 

108.695 

:3 .:n5 ,540 

1,691 
641 

2,217,872 

90.452 

26.038 

25,520 

108.380 

3.568.262 
196,831 

l,613,369 

l2.207. 
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Reve~ue at P=ese:lt Ra~esll 
Revenue Inc:-ease 

Total Reve::.ue 
Gas Purchases 
Franchise Re~i:e~ents 

and Cncollectib1es 
Cost of Gas Sold 
Gross Ma:t;in 
~sce11a:eous Revenue 
Sales Ma:;i:l 

Gas Ma.:;in 
Test Yea;- 1~82 

S2,968,605 

22,737 

11 Excludes: G~~ ~ev. 0= S30,145 
C7A Rev. of 58,759 
S:A Rev. 0: 53,061. 

-l05-

S3,562,552 
202,$41 

3 .. 765,093 

(2,99L 342) 

773,751 
(1,452) 

s 772,299 
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?roeuctioe Ex~e~ses 

?G&E 
P-evisee 

Sl,274,000 

Sta:: 
R-ev:.s~c Ac.o'01:ee. 

Sl,267,000 Sl,267,OOO 

The difference in tee two est~~ates ~s e~e to tee dif:e:ence 
i: escala~ion rates (in:latio~ :acto:) :0: nonlaoo: ey.~e=ses. We 
w:.11 ac.opt ~~e S"'...a!:'s es-:'a~e si:".ce we bave ~e: t.he sta....I:f'$ :"'~ 

escalation :acto:. 
Storage Expenses 

Storac;e :Expenses 

?G&E 
Revisee. 

S5,082,000 

Sta:: 
Revisec 

S4,S2i,OOO 

;"co'Otee 
S4,958,000 

the p:ev:'ously c:'sc~ssed ei::e:ence in nonlabo: ~n:lat~on :acto: • 
The re~a:ineer' 0: the ei::e:eece is cue to t~e sta=='s c.isa11owance 0: 
8.4 adclit:.ona1 employees :0: storage ope:at:'oes and expe:ses associatec 
with ~he t:'tai::.ten~ce 0: the ':'e::. S.ectio::. Fiele. ?G&~' s witness 
~esti:iee that the 15.4 positions were necessa:y to ade an acld~tior~l 
person to each shi::t at the XacDonald ..., . .s .. anc 7ie1c. ;..1.t~o1:~h ?G&::: 

ct:.::ently has o:ly one person on each sh.:.:-:., .. - has :ou::.c the a:=a:'~e::1e:l~ .... 
unsatisfactory because 0: the size 0:: t::'e :ie':': a."'!c wi~h only one person 

o~t into the :ie1d to operate e~ip~ent. :he st.a:: is allowin~ seve~ 
e~ployees :0: t~e ~os Xeear.os Gas Storage :ac~l~ty and bel~eves that 
'::Jy i~l~i.~ t.~ ::l:.ci.~;s a."'.C: eo::ci...:sio:".5 0: ~e C::e~ I ;~..o:::nick a..-£ ?ac;et (C1?) 

retOrt., ~z '=r ::"crease:. pre.6:.C'tivi't:y will 'be aole to ope:a~e ":..""le ~ s-..o:age 
operations w~th the acci~~o:"~l sever. e~ployees =a~her t~~n t~e 15.4 
=e~~estec. ~~i~e t~e st.a:: witr.ess =el~es ~~cn ~r.e ex? 

report for proeuctiv~ty incre~ses he was ~na~le to offer any spec~:ic 
recor.~encations 0::' how ?G&~ co~ld achieve ~his ir.c:ease in prod~c~ivity. 
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We wlll adopt ?G&Z's ~a~powe: :equi:e~e~t :0: ou: test yea: 1982 

est~~ate. To the exte~t ?G&Z ea~ aeh~eve i~e:eased p:oeuet~vity 
by :ollowi~; the :eco~~e~datio~s eo~tai~ed ~~ the ex? 

:epo:t, these ef:lciencies can be conside:ed i~ a::ivi~~ at esti~tes 

i~ :utu:e ;e~e:al :ate p:oceedin~s. 
We will adopt the staff's :eco~~endatio~ to not allow 

~ai~te~ar.ee expe~~es :0: the ~en Seet~on Field since such field is 
~ot bei~g included l~ :ate ~ase ~~ the test yea:. Such costs ~ay ~ 
p:ope:ly capitalized ~~d :ecove:ed i: found app:op:iate in the :utu=e. / 
~;~nsmission Expenses 

T=a~s~ission Expenses 

?G&Z 
Revised 

5':3,562,000 

Staff 
Revised 

541,453,000 
;"do'Oted 

542,8?1,000 

expenses, the staff's use of a lower r.o~la~or escalat~on =ate accou~ted 

for lowe= ope:ation expenses and ~aintenance ex~nses est~~tes 0: 
5152,000 and 5146,000, respectively. The chief a:ea 0: diffe:e~ce 
between the two esti~ates was due to the disallowance ~y the staff of 
so~e 27.1 additional personnel =equested ~y ?G&Z :0: test year 1982. 
?G&E a:;ues that the additio~a1 positions a:e necessa:y since ?G&E 
had anticipated a c~~nge in its source of natural gas, the=eby enabling 
it to reduce its take 0: expensive Canad~an ;as and increase 
its take of cheaper gas fro~ El Paso. ?G&E had been a~ticipati~g a 
.-dual declol-:e .; .. -"'e -.,..;, · ...... .,il"-v oJ: ,:,' ~ ... - ~<!. ~ ... ..2 .. 'Io.--~o"'e '10._.:1 ... aA ...... .....: ~.,...,.. .. ~p v., ~y"....~ .... -. ~ :g..:.v "" ......... ____ .. WI "'Jr:;.i.';:.I.. , i.J.c::I..,i. _w ....... ~ __ 

_ lohe ... ~.; .. :t-~"'ee ,.. .. ,.:; ... ~-~.-..................... ~ ... ~ .. "; .. '10. ... '1&-. .... ~~, ~"'e'o"',;"'''''';-''' ':'~ ~ .. - ,,----. ......... ~--....._ ...... ~ .~...,..J.-""",.,~- ~~_t::'"_ W.i. ..... ... .-J"I:: :'-J:T---- --.,,-........ I:'~ c;as .... :0 

PG&E's service 'te:':'ito:"'! to a level a!'p:op:iate for S'.:eh lowe: volt::'les. Si:'..ee 
the Zl ?aso s~~ply situation has chan~ee ~n ~he ~as~ year, it is ~ow 

anticipated that a s~bstant~al increase in the supply 0: ;as :=o~ ~l ?aso 
woule be available ~n ~est year lSZ2. :n oreer to =~ke this cheaper ~as 
available to its rate~ave=s, ?G&E states that the ~an~wer available 

~ - -
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a~e 0: Mai~ 300, which br~~qs Zl ?aso ;as ~o ?G&Z's se:v~ce area, 
we cons~cer the ade~tlonal cos~ 0: acd~nq pe=son~el ~o o~e=ate and 
~ainta~n Main 300 will be ret~rnec 

lower pr~ce pa~d :0: El ?aso ;as. We will t~e:e:ore reject t~e 
staff's aejust~ent :0: the adc~t10~al'pipel~ne operatio~~l e~ployees. 

For t=ans~ission ~ains ~intenance expenses we believe the 
staff methocoloqy in using a five-year average 15 superior to ?G&Z's 

use 0: 1979 data. We will, tne:e:o:e, adopt the sta::'s esti~ate 
0: ~:ans::tission ~a~ns ::\a:.ntenance expenses. .:..ltbough ··we a;ree · .... ith 
tne staff's use 0: a ::.ve-yea: average ~n est:.~at~n; ~a:.ntenance 0= 
co~presso: s~ation ~~uip~ent, we agree that ?G&E's contention that fine 
tunin; 0: comp:essor station equipment is essent:.al cecause 0: the 
increasin; cost 0: nat~al gas :.s also valid. We Will, therefore, 
adopt as reasonable ar. esti~ate mieway between the staff and ?G&Z's 

esti::-.ate .. 
Dist;ibuti¢~ Expe~ses 

Oistr:.bution Expenses 

?G&Z 
Revised 

$9~,';31,000 

Staff 
~evisee 

592,369,000 

..... ..... escalatio~ =a~es :0: ~o~labo: expe~ses • 

S92,369,OOO 

es~i~ate as reaso:a~le si:ce we have aeop~ed ~~e sta::'s :o:laoo: 

escalation :aeto:. 
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:: D.9110i we re~~era~ecl ~he c~i~ical ~eee :o~ i~p=oved 
e:er;y e::icie~cy ane o~: expee~a~io~s 0: ?G&Z i~ ~he area 0: 
co~se~J'a t ion: 

"Co~se:vatio~ :.s a va:'i.:aole e~ert;y reSOi.:rce 
wh:'c~ ?C&Z ~:o. Ca:':.:or~:'a's other ener~y 
i.:ti:~t:.es must ~q~ress!vely develop. 7he 
cec~s:.on eo~~~ts ?G&Z ~o :.nc:easee 
develop~er.~ and f~ll cost-e::ect~ve 
:.~ple~entat~or. 0: conservation o~;or~~r.:.t:.es. 
f:e expec-: the i.:":i:'i ty to :.~ves,,: a c.ollar :on 
cor.serva":ior. whe:eve: tha,,: colla: offers 
ratepayers the ~otentia: :0: conserved 
ene=~y WhlCh :'5 e~ual ~o or less cos~ll 
than alte:~ati'/e e~e=;y sou=ces. 

":0:' the 1980 test year ?CltZ has :Oee::. 
autho::.zed a total exper.e~tu=e 0: 
S65,601,OOO :0: loae ~ana;e~ent a:e ener~y 
co~se:va~~on pro~r~~s. :n eo:.::.~ so, ?G&Z 
has oeen aclv:.sed that :.t ~ust ee~or.st:ate 
a ~ore a~~ressive'and in~ovat:.ve attiti.:ee 
toward aceele=at~r.~ :.ts overall coSt
e::ect~ve conse:vatio~ efforts. ~=a~at:.c 
results in the :980 test year are expec,,:ec 
:Oy the Co~~~ss:.or. pursuant to ?G&Z's 
v~;o:ous ~~ple~er.tat~oc 0: several ene:;y 
eonse:vat:.on efforts, such es sola:, 
insula~:or., loae ~a~a~e~er.t (~o~h 
:es~een~~a: ar.d co~=e:c~al-:r.dus,,:::a:) 
co;er.e=a~:or., and eonservat:.or. volta~e 
=e<;ula~:,o:;'.H 

:r. v:.ew of ~~e s~ze 0: ?G&E's ~o~al ~=o?osec eonse~lation 
o~e~et :0: ~est yea: 1982, the various pa~ies cevotec 
eonsiderable t:~e ar.c effort or. cross exa~ir.:.r.; the var:.ous w!~~esses 
who testifiec ir. the area 0: cor.se=va~:.or.. 
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Mandated Prog'ra:ns 
Weat~e~izatio~ ZIP 
Residential Conse=vatio~ Se~lice 

!..oad ~..ana;ernen t 

Ot.i.er Proqralns (Operat::'g Expe!l5es) 

S33 ::\111ion 
S17.5 :ni11io~ 

S19 rnillion 
S60 million 

$72 ::tillion 

~e above co~se=vation expe~ei~u=es 
T~e ope=ati~g expense ?O=tio~ 

is contained in c~sto~e: se~ice expenses. 
RCS, and eemonst:ation sola: financing ?:og=~~ are ~ing consideree 

$29.0 :illion :0: Z:? and S12.0 :nillion :or RCS. 
?G&E esti:nates li:e cycle savinss :0: 1982 customer-related 

p:ograrns to be '.1 billion ~~h ane 957 ~illion t~e~s • 

• ,,., ,. ~' , .... -.::I p..--o;:a,"':'s :':"O:e a~rop:::.at~y c.:a.-act~...:ec. as SYS-...e:l _ .. _:.e:.~cy, :esea..""C •• , ~~ e:.e::;y 

p:-cC-.:C':ion aC"'..ivities. ·':'hese p:."Og:a.~ are co:",..sie~ elsewhe:e :::. t.."':is deeisioe.. 
::(;&:E's Wi:ess R. X. ~~..::: testi:iee on ?""",&Z's co:".se..-..-a":.ien p:o;::a.-::s 

to be a~le to continue ~e take an i~~ovative app=oac~ to conse~ation. 
E. ~. Hei:n testified on ~G&E's conservation pro~r~~ ~eas\:re:nent 
techni~~es, conservation pr~r~~ ~oa:sl and t~e res~:ts of tbe cost-
effectiveness evaluations 0: PG&E's custo~e=-relatee conse=vation 

2e also discussee ?G&E's efforts to co~ply wit= Z~e:;y 
Co~~issio~'s loae ~a~age~ent sta~6ares. 
was presentee by ~. ? ~ho~~son. 

.rl'lala testified 
on the vario-.:s eo~servat~o= p:o;r~~s 0= ?G&Z =or test year 1982 ane 

~he staff witnesses O~ loae ~~~a~e~e~t we:e 
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~he E~er~· Co~~issio~ wi~~esses were ? Kbalsa a~d 
D. Johnson on conse:ovation ~a.."ti:ica~ior.., x. Clark, W. ~akke:l, 

D. :-1.aeCurdy, t. •• ~a:eus, 

.... --
arriving at i~s =eco~~ended a:lo~~=ee fo: t~e respective pro~=~~s. 
In our dis~ssion 0: ?G&E's proposed'conse:-vation pro;ra=. we will 
ini~ially compa:e the staff a=c ?G&E esti~ates and therea:te= the 

Zner~y Cor.~ission p:o?Osals. 
~able V:I!-l sets forth ?G«E's and sta::'s esti~tes :or 

test year 1982 by proq=a~s excludin; load mana;e=ent. ~e va:ious 
customer-relatee conse=vation ?ro~ra:s are discussed in subsection A, 
lo~d ~na~ement ?r~r~~ in subsection 3, ane cost-e::ectiveness 

analysis in subsection C. 
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Con$p',"vat,on 

Resieent;"l Con~~~a:;on $v: 
tneluC:ing $014r 

~omes. App~'4nce~ & Sys:~s 

Can~n1ty 4nd Con$ume~ s"c 
CQmme,"e;a1-tndustria1.~~r'G 

Program EV4luation 

Tota' ConseY"Vat'on 

". r'(et 1 1'19 SeT"Vi ce 

rOTAL 

,:.,:.::~ ~~~ ~so ~~EC7:':;C Co-..':":'''
Cl:$~~:K S:~'1:C~ 6 ::;~O:t"';'~:C:;AI. E;(~~N$~ 

~y ''!''~9r~ 
(~A,luc,n) ~04~ ~~n~~~~:) 

PG4nd£ 
O~:C:~':':' 
':'S ~:l~n 

1,;\) 

$ 9.155 

5.':18 

3.686 

ZO.'33 

550 

S'~ 1252 

1 3.506 

,52.158 

E:p.c~~'C Op.,~~~·n~ 
!e ... ~ ~~I" ~~e! 
(C00's Or." :t~) 

{ A) 

'~4nC:E 
~~'~ :$:0 

1,:)1 

s 2.738 

5.':18 

j.6e~ 

30.'32 

550 

$.:Z IR2S 

~ '.~06 

$.:6,33' 

S 2.238 

S.'~ 

3.09.3 

2'.729 

9SC 

~~~I 1 10 

$ 3.'66 

$39.536 

~Anc:E 
ElCt!'J$ $':':';:1' 

\5, 

S 500 

2SS 

SgZ 

5.70' 

r.:oo) 

l 61~55 

S 140 

S 05 1795 

Sta'ff ,.e<!l.Ic:ion of $6.:,7.000 ,n t"~ Residen:,.,j Consef"V.:iol'l $ef"V1ce (ReS) 
~"09r~. PGandE .ndSt.,ff a9~~e :",,: cost r~ov~~ ~111 ~e :M~ su~ject of 
the sep.,.ate p"OC~'~9 o'~~sec ,~ ~ ~m1Ss;on Cec1s,on ~o. 9265: 
(~~1ie.t10~ NO. 59537 - ::P). Cn.;t~~~. P'ge =-1. ~!;on A. Pa~"9,"a~~s 1 
4nd Z. 

OOOCOA'" 

COM~l"'V"t,on 

R.s~(1~,.,t.ia1 Cons.~~v.~;on $ .. , 
:nc1u(linq So1a!' 

H~S. Aoo1ianc.s & Syst..ms 

Communit.y lInC: Cons.um.~ S,,' 
co~_c;.,·:~yst.,";,'·A~ie 

Pro~r4m Evaluation 

Tota' Consfrvat.;on 

~ar~ftin9 Sf~viC. 

TOTAL 

PC"na£ 
OP.:C:NAL 
AS ~:ltO 

~ ... ) 

S2S.':l!1 

'.06' 

3.11' 

:':'.S67 

sse 

S" 1 ns 
S , .21 j 

SA.8/9,g 

c.~ O~o",·~,.,~ 

't~~~ .".,. l;£! 
(OOC'~ Omi~~~~' 

PC4~r 
Rtv:SE~ 

lb) 

Si'A~~ 
REv:SEO 

~') 

(A) S 2.113 ~ 4.S'3 

4.069 3.828 

3.114 2.SZ6 

'~.567 n .6:0 

SSO 9S0 

S24."3 S20 ,S,i 

S , ,2'3 S , I '6~ 

S2S,52~ S2' Ii'O~ 

PCa~E 
EXCE£OS srr.FF 

\;'j 

S 500 

2" 

sae 
2.931 

\4002 

S 'J.~66 

S S1 

S 319'7 

(A) St.ff r.duct,ion o~ S23.322.000 ,n t.nt RfS;dfnt,14' Con~-v.t;on ~rviCf (~CS, 
or07ram, PC.naE ana St.aff 49r~ ~nllt cost. rtcovf~ wi" ~f tnt SUOjfC! of 
t.n~ ~~oar4t.. Ol"'oc.~ein9 discuss.C: in tn~ Comm~ssion Otcision No. 92~S3 
(AIiPlicat. i on ~o. ~9537 - ::P). Cl'1aot.~ 2. P;, 3-1. ~ct.ion A. Para. 1 al'ld :, 
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:or eonse=vatio~ expenses other tha~ load ~a=ag~ent. Staff ~as 
=eco~~ended redu~ions i~ several p=o~r~~s and would allow ~early 
$62 million. O~e-hal= of the disallowance proposed ~ staff can ~e 
found in a single ?rogr~~ - ~ad Y~nag~~en~ Standards (LXS) 

?G&Z successfully de~onstratee the v~l~e and cost-
effectiveness 0: many of its ?roqr~~. o~= staff ~as sho·Nn 
several areas ~n which the ~udqet could ~e reeucee. Ener;y 
Co~~ission's witnesses d~~onstrated ~~e great cost-effectiveness 
0: ~~ ?=ogr~~s while also o::erinq proposals for several 
incentive ?rogra~s. 

In ~.84902, we first announced we would evaluate t~e 
"vi;or, i::'la;inatio:'!, and effeetiveness" of t~e eonservation efforts 
of ?G&E when dete~~nin; ?G&E's rate of return. this proeeedin~, .,. ... ...... 
it has oeen made elear that no ~enaltv is in order. .. .. 

However, while ?G&E has developee a eo~?rehensive ane 
growi:; conse~ation effort, question still r~~ins as to the 
effeetiveness of ?G&~'s eonservation ?ro~rams. 

Two =unda~ental issues are i~he=e~t ~n a :evi~N of ~:ogr~ 
effectiveness: 
testi~ony 0: eonserva~ion witnesses revolved a:o~nd these ~wo iss~es. 

viewed as a search :or ~be best ~o~set=a~. ?G&~ presented its p:o~:~~ 
~:oposals and bud;ets, while the staf: and Ener~1 Co~ission o::ered 
what they believed to be oetter p=og=a~s or bette: bud~ets. Some 
i~provernents beca~e apparent as a result of this trian;~lation. 

We have in the las~ six years =evi~Nee and approved 
utility conservation pro~:a~s in ~ueh ~ore detail than other utility 
activities. We :eec~ized that this was a new area 0: eneeavor for 
the utilities, pursued in lar;e part at the Co~~ission's directio:, 
and there:ore initially requirin; ~ore oversi;ht by us. 
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We ~ow believe ~~a~ ~o c~ea~e ~~e p=o~er e~viro~e~~ :or 
~~ase~e~~ ~o ~xi~i=e ~~e cos~-e::ec~ive~ess a~e e=:icie~cy 0: 
co~se:va~io~ ?rosr~~s i~ ~~e :~~~:e, we s~oule ee?ar~ :ro~ our 
?as~ practice 0: es~ablis~i~S ~i~di~q bueqe~ levels :or eac~ 
specific :i?roSra~. ~';e s~a11 i~ ~his eecisio~ CO:n:1e:'1t 0:'1 :IA:ly 0: -:.1le 
specific ?=oS:~~s pro?Osee by ?G&Z :0: ~,e test year. We s~ll also 
discuss those prosr~~ areas like general co~se=vatio~ aeve:tisi~g 

B~yo~e ~ha~, however, we s~a1l es~b1ish certai:l general 
co~se~~ation policy guieeli:'1es a~d adop~ a:'1 overall CO:lservation bue;e~ 
for ?G&E. Wi~~i:l t~e bo~~earies 0: t~ese guieeli~es a:'1e b~eqe~, 
?G&E's ~ana;e~e:'1t will have discretion to es~blis~ priorities a~e 
allocate reso~:ces ~ ~axi~i=e e~e:gy savi~gs. 

We shall give ~~age~ent disc=e~io:'1 to reallocate funds 
~~ons ineivie~a1 ?:og:~~ i:'1 ~~oun~s up to $2,500,000 ~rovidee ~~t 
:'10 :u~ds are rea1loca~ee ~~ong t~e :ou: ~jo: ca~esories 0: 

?esiee:'1tial, C-!-A, Co~servatio:'1 Zvaluatio~, a~d :oad Y~~s~~ent. 
Budget aejus~~en~s in excess 0: S2,SCO,OOO sball ~e :aee ~'e subject 
of a:l advice letter filing. 

Funds allocated U:leer ~his bue~e~ shall o~y be s~~~ 
0:'1 conse~Jation and load ~a~ase~e~~ ?=osr~~s. A.~y :~~es ~ot s?e~-:. 

and load ~a~ag~~e~t activi~ies. We shall ex?eet ?G&E to eX?lai~ in 
a :ut~e ra~e ~roceeeins i~s ina~ili~y to use any 0: ~~ese :~nes. 
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Policies 
We ado~t several ge:eral policies ~o guide conse~a~ion 

spendi:; durin; 1982 and 1983. These relate ~o e~i~y ~~on; 
~~sto~er classi:ications, adver~isin~ oud;e~s, load ~a~a~ement, and 
use 0: in-~laee capa~ility. 

We expe~ ?G&E to tarqet rou;hly comparaole pereen~a;e 
savin;s i~ each of several classes 0: ~sto~ers. 7hese classes 
include residential, s~all co~~e=cial, la:;e eo~~ereial, industrial, 
.. ,..-oi cu1 ..... -"'.. a""~ -he s~h" ,.. ~..." -A .• ~"'''''''' 'Ioo.··1·.:z.: "''''5 ... '::J..... .. ........... , ... ~"... .....oo.:.s, .. os!,_ .. aJ.s, a ........ p ... ..; ... _'- OJ ..... ~- .... ", 

cate;o:y. Because it a?pea:s tha~ ~:eate= savin~s can ~e achieved 

-115-



• 

• 

;".60153 et ale 

We ~elieve t~is expe~eit~=e is justi!iee to ass~~e t~at all ?G&Z 

c~sto~e~s have access to the ~enefits of ?G&Z'S eonse:vatio~ ?:oq:~s. 
there is great cont:oversy ove: the size a~d e::eetive~ess 

We ~elieve 
siq~ifica~t budget ree~ctio~s are ~eeeee in ~is area a~e ca~ be 
effected withoct siq~i:ica~t loss to t~e o?e:al1 co~se:?atio~ effort. 
~~e:e are ?refera~le alternatives to =a~y advertisi~g anc ~ro~otio~ 
proqra.-ns. We are ?artic~larly i=pressee ~y the potential :or 
i~creased use 0: effective ~il1 stuffers, ~e use 0: ?G&Z'S ~road 
co~~u~ity in:=ast=uet~=e, ane the use 0: outsiee :i~s a~e agencies 
to carry the ~essa;e 0: PG&E's ?rogr~s. We shall reeuce the 
advertisi~; coo?O~ent 0: ?G&Z'S proposeC total co~se~~ation ~udget 
~y S5,000,000 • 
in rates for specific conse:vatio~ prog:a:s, ~ut ~:ag~ent ~y 

should be ?rogr~ specific and should ~e designee to ?roeuce 
=easura~le results. 

~iKewise, we are el~"ninating o~ ree~cing seve:al 
progra:s ~~at are prL~arily ee~catio~al or pro:otio~al in ~ture. 
It has been eight years si~ce the ~ab oil ~barso and there ~~7e ~een 
several years 0: ra~id increases i~ uti1itv rates. .. - .. 
conservation is clear to ~OSt ratepayers. 
edUcation ane ?ro~o~io~ has passed. ?G&E ~~s~ ~ow foces o~ t~e 
s?eci:ie ?:oS=~~s i~ o::e:s e~s~o=e=s weo eec~ee ~o ~ake ac~~o~. 

We a~e t~us el~~i~a~i~g all ?rogra~s i~ ~e Co~s~er 
Services category, t~e CO~"n~ni~y ?a:t~e:shi? ?roqr~, ~he Golden G~~e 
Z~er;y Ce~te:, the ~~~o~stration ~etro:it ?=o;r~, a~e the C-:-A 

Coope=a~ive Conse~~a~ion ?rogr~. 
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?G&E has proposeo. viso:ous load =anageme~t ?roq=~~s. 
~espite extensive C~ts :eeo~e~ded ~y our Sta::,'~e are pers~eee 

~o~-~~"e ~e~a·~~-~ ~~e s···_-'"? o~ ~~·~'o "- ......... r... _ ':' ... ~_ .... ':'.... • .... 'IIi'''' .. W • ..,.ItItI. • 

·~ile we authori:e ?G&E to proceed with ~e loae ~naqe=e~t 
progr~s ?rese~tee in its e~~i~its, ~e ~li~Je certain budget 

to be i=pleme~tee, we see no need to extablis~ the Sl.5 =illion 
reserve :~d requested by ~G&Z. ~o: do we feel it appropriate to 
include ~,e ongoing loao. research ?rogra:s 0: ?G&Z as a load ~~qe:ent 
ite~. Load rese4rc~ expenses should ~e includee in cate;ories relati~~ 
~o ~_a~es .~~ -.. b_~~_'4_~_S, s· .... ·?~ .. '_'r ~,~-~:.~ a~~ ?,~,~ - .... - ....... ~ .... ..., ~ ::' ...... ~···-··7' ........ ..,"'''''. 
S6.045 million it~ ::o~ the load ~nage=e~t budget but will allow 
S5.6 million in rates qi·/ing ?G&;; dise=etion to place these eX?eneit:res 
in ~ore appropriate ~uo.get categories. &or -::'e purpose 0: ~,is 
proceeding, load research is treated as an A&G ite~. 

Our conce~~s 'Hith ~~e re=4inee~ 0: ~~e loae =a~~qemen~ 
budqe~ are twofold. As ~e have done wi~~ :any 0: ?G&~'S re~~es~s, 
'lie :ino. some 

will =e~~i=e close rnanagement sc ... •• ... .: .,' "'0 co ..... -ol ""os~s --- -....... ....... ... .... We shall 
cu~ the re~ai:'linq load :anasernent re~~es~ 0: S52,404,000 ~1 
approximately lO~ and allow ma~~ge~en~ to allocate ~he ree~ction to 

ae~ieve ~e s~ated =z:ket ~ene~ration co~ls in t~e rnost e::ieien~ . -
0•• ... ...... 

ment ?rojec~s a~out which our sta:: raised questions 0: :easi~ilit1 ane 
cost-e!:ective~ess. These programs are: 
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Residential T~~e-o:-vse ~ates; 
Residen~ial ~~09~a~able con~~olle~s, 
Residential Sea~t Duty Con~~olle~s, 
Co~ercial Ai~ Conditioninq :oad ~e:er~al, a~e 
C~ereial ?~o;:~~~ole Controlle~s. 

We ~eeoqr.i=e that these pro~rar.~ are in~ended to dete~ine :easibility 
and cost-e::eetiveness and thus do not adopt the speei:ie redu~ior.s 

~. ...1:.1:... .... , h .. ., . ..:! h .... p:oposee oy s~a __ • ~~Jert •• e.ess, ~an~e~ent s .ou~~ eons~~er w et.~: 
some 0: these progra~s could be ex~aneed at a slower pace while still 

expenditures :or experi~e~~l· pr09ra~ ~o achieve ~arket.penetration 
goals tor other load mana;e~ent progr~s within the authorized 
budget. 

Finallv , we believe ?G&Z should e~ohesi%e use 0: its . ~ 

av~_~l~~le tale~ ... -.. , as ··'e.' ... ' ~s ou-... ~:!...:!e -a'e-- "0 --~'e-e-" eo~s--:t··~o~ .. o.;.J _ _ .. "" _....... _ ..... , ........ ,:-_ .. , ..... ... <; ... ""' ..... u 

proqra~s. Experience indieates that start-up costs and procler.$ tend 
to ~e severe in the hiqhly laoor intensive conse=vatior. proq=ar.s. 
Contracting with outside ;roups in ooth the p~b1ie ~nd private 

~ ... .... 
~any eases. ?rogra~s such as the Cooperative Zlectricity xana~e~ent 
?roqr~~ have proeuced o~tsta~di~; res~lts ve~f ~~ic%11 ane at low 
cost. There are ~any very capaole ener~f e:ficier.~f analysts 
private sector who eo~le help ?G&~ accelerate pro;:~s in the 

i~ the 
, ~ ::t:.c. .. 

and lar;e-user ~arkets. ;inally, :edeplo~ent 0: persons within 
?G&~ ~ay be preferable ~o hirin; large n~~bers 0: n~H ~eople. 
;:..eoptec. S't:cc:e't 

?G&Z has requested $132,147,000 :or conse~/ation and loae 
manaqe::'lent pro~rams in test year 1982 not including Z!? or RCS. 
Stat: has =eco~~er.ded a b~eget 0: Sl05,683,000, a reduction 0: 
$26,464,000 or 20:; • !n addition, stat: :eco~~ends that nearl"1 S13 .. 
~i11ion 0: its ~=oposee budget be kept in a contingency fund subject 
to further approvals by sta:: 0: the Co~ission d~rir.g the test year_ 
Sta::'s proposed bud~et reeuctions can be :ound on a pro;r~T.-by-
pro~:am baSis in the staf: exhibits. 
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We r~ve previo~sly i~eicatee ttat we will no~ adopt ~~e 
s-ta:: :ecorr:nendee 4?p:'oach 0: es~ab:'ishi:'lg the conservation ~~eqet 
on ~ ?:,os=am-b1-p:ogr~~ basis. On ~~e o~her hane, we ~ave eecided 
~o reeuce conse~ation advertising and pro~otional expenses even more 
~~an the staff has proposed and ~ave eli~inated several programs. 
~hus, 0: ~he S132,14i,OOO proposed budget, we have :eeuced adve:tising 
by $5,000,000, t::ansfer:ed load :esearct expense (es~~tee by ?G&Z 
at S6,04S,OOO)to ~&G expenses, ane tave fixed S4i,5i',OOO as the load 
~nagement budget. 

This leaves S66,957,000 0: ~G&:':fS =~est. "Ao: t..'"le ot:tset, 
we note ~~t S4,il9,OOO 0: t..~is 4mou~t is ex?ense :0: =a=~eting se~Jices. 
~his item does not ~?pear in ?G~zts conse~:ation exhibit ane bears no 
:elao:ion to 
recommeneed level 0: $4,528,000 fo: this ite: ~n rates, we expect 

The re=:aining $62,238,000 "He shall :educe by app::oxi!:l1ltely 
31% or $l9,289,000. We believe ttat a budget :eeuction 0: ~is si=e, 
couplee with a gra~t of autho:ity to ~~nag~ent to allocate t..~e 

.: .... ..... 
PG&E's conse=vatio~ ?rogra~ wi~~o~t ham?e~ing i~s effectiveness. !~ 

o:eer to eete~i~e ~~is ove:all buege~ :ig~~e we reviewee ~~e l~le: ane 
?rod~ctivi~y 0: ?G&E's ineivie~al proposed proqra:s. ~~e bueget ree~ctions 
we have developed re?resen~ our eoncer~ abo~t the p:oeuctivity o! certain 
?roqr~~s, which is set O~~ in detail oelow. 

~hus, our assess~e~t will ~ot be 
:f ~naseme~t :ee!s th~t so~e reallocation of expen-

ditures is app=opriate to meet co~servation objectives and max~i%e ~e 
cost-e!:ectiveness 0: the overall co~se:vation progre=, we au~~ori%e them 
t..~e discretion to ma%e such ~ reallocation wi~~ir. ~~e constraints eis-
cussed earlier. ~e do reiterate here, however, ou: objection to increased 
expenditures :0: qe~e:al aeve:tising and in:o~ation programs. 

~7e not.e ~~atf despite the exte:l~ 0: o..:r cuts in t!':.e sca:e 0: 
?G&:':'s proposee conservation expeneit~=es, the total conservation bueget 
we are auttorizing fo= 1982 will be $42,949,000. ~~is represents an 
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inc=ease 0: ~ea=ly SlO million over ~he co~?any's eonze::va~ion expen-

signi:icant increases in eX?e~di~~::es :0:: ~he Z:P ane Res ?roq=~~s. 
These actions will ?er~i~ a s~eaey expansion 0: ~e ~os~ cost-e:=ee~ive 
conse=va~ion e::or~s while ~in~ainin~ s?enein~ co~s~=aints eonsis~ent 
wi~~ ~hose :el~ by ~ll ~usiness ente::p=ises in this t~e 0: economic 
hardship. 

efforts in a con~ey.t 0: de~e~inee b~t g::ae~al ?=o~=~~ expansion, we see 
val~e in the Energy Com=ission's suggestion ~a~ the attrition allowance 
should take acco~~ 0: ~~e high prio::ity 0: conse::~ation pros::~ ~y 
adjusting rates :or 1983 ~o cover ~~e entire increase ..... .... projectee 
conservation expenses :or that year. We eo not adopt t:~t proposal, 
oecause it might eneourage ·...:aste:ul proc;=am expansio:l. We "Ni11 au~~o=i%e, 

as an alternati7e, a S10 ~illion upwa::d adjus~~ent in ~~e 1982 revenue 
::e~uirement to ::e:lect conser7ation ?rog::~~ gro·~h ~n addition to ~ut 
si~ultaneous wi~~ ~he at~:i~ion rate adjus~ent ?::ovided :or by ~~e 

adopted ARA ~ec~anism. ~e ca~tio~ ~~at O~~ a~o~itio~ to eu=~ail 

a~~ ........ ~ ... -
I,.;.ye ...... s •.• ., a~cl promotio~al expe~se applies as well to the ~se 0: 

Prog::am Discussion 
ReS ?rccrams 
Altho~~h ?G&E ini~ially inclueed ~~o~nts in i~s esti~~e :0: 

RCS Programs maneatee ~y tbe :ederal gover~e~t a~d direc~ee by ~~e 

Energy Co~issio», i~ has s~bse~uent:1 ::evised its es~i-~te ~o exclude 
costs ::elated ~o ReS Home ~ueits and Ren~~able Reso~rces since ~hey 
will be the subjec~ 0: a separate proeeeei~~. ~e re:ai:ing RCS 
?roqr~~ cos~s to be recoveree in ~~is ?::oceeei:g a::e: 

~:'19a .. 
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?G&~ Staff :~cluee<i 
~~vised Revisee ~ ... Ra":es '" .. 

Sola= '::ec~olo~! S2,480,000 Sl,480,000 S 
Swi:=tin~ ?ool ?\:."':'lp toad 

Manaqement ?:-°9=a:ns 388,000 388,000 Y 
Gene=al Custo::\e= 

:::ncp:.i:-ies 1,983,000 ~,983,OOO 1",800,000 
S4,851,000 S3,851,000 Sl,800,000 

~ '::=ans:e==ed to loae ~naq~ent. 
~he s~a== eisa<;~e~s wi~h ?G&Z's est~~~ee cos~ :0: a Sola: 

'::echnoloqy Assess~ent and Re:e:=al (S'::A.~) aueit 0: S3,100 pe= a~dit 
on tbe ave:a;e. ?G&E ~ene:ally =equi:es a co~e:cial Conse=vation 

(-_.) 0 0'" o~_ ~~L-_- 's .;, ... ~ = •. e /:,\,3 ... othe= non:esicentia1 
conse=vation audits as a ~re=e~isite to a S~~~ audit. Co~inin~ tbe 
cost 0: an ~aA esti~ated to be 52,760 pe= custo~e= with a STAR aueit 
would require a S5,850 aucit cost for a ~otential sola: c~sto~e:. 
Staff witness :hala believes t~at the eost 0; a S~~~ a~di~ shoul<i not 
exceed the cost of an ZC~ ar.d tr~t tbe S'::AR pro~r~ can ~e reduced 
~y Sl ~illion by e1i~inatin; so=.e 0: tbe ~a:~etin~, custo~er contact 
activities, and by reducin~ cons~l~ant se:vices. ZC3 states that =os~ 
O~ t"'e .... ~ sto .... e-s •.• ~" '-,6 "eac"'e": ..... ,.;po- .. 'l..e -::".. a-;: ..... e es" ~ ... a- ... ..: _ .. ...... • .. _ .. ......... i.J _ _ •• _ .......... __ ..... ... ... ,.. ............. ............~ 

savings will be ach~evee. 

We a:e i~pressed ~y s~a=:'s a=~~ent ~~t woulc eraw another 
conclusion ::0r.1 ..... ...... . 
then we ~elieve ~hat ~his or.e aueit should be sufficient. ... ... ..... sbould 
provide 1i~ted in=o~ation on solar a~~l~ea~io~s ~~e u=~e t~ose 
e~stOr.1ers who have tbe pote~tial to use solar e~er;y eos~-e::ectively 
to ~u:"sue We 
will t~ere:ore not q=ant the S2.~e ~illior. :"e~~estee :0: tbis p=o~=a=. 

~e zwi~in; pool ~~~p load ~ana~e=~nt ?ro~:,,~~ was o:"dered 
by Ener~ Co~~ission ~ne is a ve:y cos~-e=:ective p:oq:~~. We will 
authorize ?G&E to con~inue it at the :"e~ested level 0: S388,000 
per yea: but believe it should be incl~eed as a load ~~a~~er.t proq:,,~~ 
wit .... .;... "'he ove"'a'" ..... ··..:.-!e... ..·· ....... 0 ... .: "e": 1:0'" s·· ... ", ...... Ol'! ..... ... ......... 'W. _ ._ ,twf\ilt\.il.":,, ... "*'''~ •• ___ ... _ _ '-to_ •• ~ .. ~-~ ... s. 
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We a:e b~d;e~i~; ~~e ex?e~se :0: ge~e:al c~s~o~e= i~qui:ies 
at a level equivalent to t~at for ~~e yea: ~981. 

Horne, Applia~ces, 
?r.c Svstems 

Vol~~~a:y B~ilde= ?ro~ra~ 

~e-o-s·-~t~o~~et-o&~· ~-e-~ ~ HI _ ~_w ~ _In - --- -- -7~ 

Conservation Eorne 
xaster Meter Co~version 

Sales ?erso~ Incentives 
Appliance Z::iciency xarke~i=; 
Secone Refrigerator 

':'otal 

ZJG&Z 
~ . . .. ev'!.sec. 

53,226,000 

1~9,000 

387,000 

783,000 

4,256,000 

632,0(,)0 

59,487,000 

S~a:: 
R~isee 

52,926,000 

387,000 

4,139,000 
636 00 

S8,988,000 

Sl,900,OOO 

387,000 

3,374,000 

56,161,000 

~he Volunta~ Builder ?=o;r~~ has ~ee~ a s~ccess:~l pro;:~~ 

but i~s conti~uance rnust be seer. in t~e context of t~e Zner~ 
'Co~~ssion's ~o=e st=i~gent revised ~esieential Sui1ein~ Staneards, 
sharply reeuced building activity, and our i~i=e~t decision in the 
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Li~e ~x~ensior. Case (C.l0260) .. We ~lieve ~~~t these factors will 
li~i~ the future oppo=tu~ities :or tbis ?=o~ra~ anc will t~ere:ore 
only grant funcs for its continuance at last year's 
budget level. Should ?G&E de~ons~rate greater =esul~s t~r. we 
anticipate, we will certainly look favorably upon ~~is in the ne~ 
general rate case. 

Staff agrees with ?G&Z's buc~eted total 0: 5397,000 :or 
the master ~eter conversion ~rogr~~. By co~version of ~aster-metered 
dwelling units to sin;le ~eter ~~ts, ?G&~ esti~ates that a 20% 

energy savings will result. ~e will authorize continuatio~ 0: this 

program at the requested level. 
Aeelia~ee ~ocra~s 

?G&Z has re~ested SS .. 6iS ~illion :or t~ee conse=vation 
pro;r~~s in the appliance area-sales person incentives, appli~ce 
efficiency ~arketin~, anc el~~ination of second refri~erators. :he 
staff was qenerally supportive 0: a?pli~~ce efficiency ~r~r~~. 
We believe these pro;=~~s have ~e=it bu~ ques~ion ~he large 

We will ~=ant funds a~~roxi-
~ -.. 
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area. As with o~her authorized conse~J~tion p:o~=a~s, ?G&Z ~~y take 
:unds :=o~ a nonappliance ?ro~ra~ and transfer th~ to ~h~s area 
shoule it fine it ~o=e cost-e::ective to eo so. 

Community ane Cons~e= 
Se~ices P~oe~~m~ 

A comparison 0: ?G&Z's and sta::'s esti~ates :or Co~uni~j 
ane Cons'.Z,er Se:vices Conse~Jat:'on ?:o;=a.":,,s is shoW!:. "::selo'N": 

Cor~u~itv SerJic~s 

Co~~nity Cooperative 
Comm~nit1 ?a:tnership 
Division Conse~Jation 

Representative 
Stockton T=aini~~ Center 
Goleen Gate Enerqy Center 

Co~sume~ Services 
Cons~~e= Eeucation 
Cons~~e= Exhioits 
Elementary Xooile School Van 
General Conse~Jation 

;..ever~isin~ 

':'otal 

s 

?G&E 

232,000 
358,000 

1,662,000 
1,387,000 

27,000 

888,000 
376,000 
367,000 

1,503,000 

S6,800,OOO 

S 

Staff 
Zst:imate 

172,000 

1,662,000 
1,030,000 

27,000 

8-'9,000 
2,76,000 

~,503,OOO 

55,619,000 
eisallo'N" all 

:ncluc.ec. 

S li2,000 

1,662,000 
:',087,000 

52,921,000 
:t,;.nes :0: 

p:o~rams i~ ~he Cons~~e= Se=vices ca~e;o:y as well as :0: t~e 

~~ee: ~he Co~u~ity coope:at:ive Conse~lation ?=o~=~~, ?GbZ 

wo:ks with va:ious o=;ani:atio~s to i~~le~e~t conse~Ja~io~ ?=ogr~~ 
and activitie$ such as e~e:;y ,:a~rs, :O=~, se~i~a=s, ~e~eral 
exhioits, and co~tracts. The EeE :eco~enes the deletion 0: S60,000 
f=o~ the p:oposee Qud~et 0: S232,OOO intended :0: purchases 0: 
incentive prizes such as hot ~~~s, fris~ees, key chains, etc. EC3's 
'N"i tness Jhala believes the ineenti ves are unnecessa:y. -tIe conc-..:: in 
this :ec.uction. 
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was created to pro~ote e~e=;y co~servatior. pro~ra~s to assist low 
income, disabled, ane senior citi%e~ q=o~?S, ane ~ei;hborhooe 
orqanizations. ?G&E has budgeted Sl,662,000 ..... --
1982, includin~ S525,OOO :or contractin~ 15 Zcono~ic ~evelop~ent 
Centers. Since this pr~ra~ was just initiated in 1981, the staff 
reco~~ends continuation 0: this p=o~ra= in 1982 o~ly if tbe 1981 
prOQr~~ is successful. We co~cur i~ sta::'s reco~e~dation. 

:he Stockton ~=aini~~ Ce~ter provides workshops and classes 
:or =asic weatherization, RCS, and solar. :he 
are designed to co~ply with the ReS se~ion 0: 
Conservation policy Act. ?G&~ re~ests Sl,38i,000 to operate this 
center in 1982. The center is one 0: the leadin~ success stories in 
?G&E's conservation e::ort, and we a~ree that it should ~e continuee • 

Within the reduced bue;et :or Co~~unit? Services authorized 
here, we shall leave to ~~a~~ent the decisior. or. how to expenc 

has the discretion to ~ove :u~cs :rom the Co~unity Services cate~o=y 
to other co~se~ation progra=$ to e~hanee overall effectiveness 0: t~e 
eo~servatio~ e::ort. 

Co~ereia1-Ine~strial
Agrie~ltu=al (C-Z-A) 
Cor.se~~t;o~ S~rviees 

~he :ollowi~; is a comparison 0: C-:-A Co~se=vatior. 
Serviees ?=o~r~~ :0= test year 1982 as esti-~ted ~y ?G&Z and the 
staff: 
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;"ue:.t ?roc.r?~s 

Co~pute:izec A~dit 

A;ricultural :=:~~a~~on Serv~ee 
Co~~ereial New Buile~n~ Rev~ew 
Load Mana~eme~t Standards 

:neentives 

E~ergv ~a~?g~ent Develop~e~t 

~ner~y Mana~~ent ~eveloprnent 
p:og:arl 

Colle;e and tiniversity 
Sehool Pla:;.t 
Hospit.al 

~echnieal Sup~ort 

O~onst.:ation/Ret:o:~~ Projects 

Li~htin~ Analysis 
Applicat.lon En;i:;.ee:in; 
C-:-;" Ener~y Conse:va~ion 

In:or~ation Center 
!n-Eouse Zne:;y Conservat.ion 

?ro~ra.":".. 

C-I-A Awards 
C-:-A Se:':'Iinars 

Total 
The C-!-A se~or account.s 

EC3 
( 0 0 0 0::'1:. ::';;6 ) 

S 8,829 S 7,360 

5,041 4,24l 

1,883 1,883 

2,366 1,8l8 

13,187 8,500 

1,120 1,120 

1,993 1,993 

2,664 2,664 

2,276 2,276 

536 536 

266 266 

803 803 

iS1 751 

124 124 

1,292 i27 

624 365 

1,:245 932 

S45,000 S36,359 

:0: over 60% 0: PG&E's 

Incluce<:. 
i~ ~ates 

S 7,360 
';,241 

1,883 

8,500 

5,?72 

536 

26~ 

803 

376 

62 
646 

622 

S30,957 

electric sales a~e over 40~ 0: i~s natural ~as sales. ?G&E's 1982 
budget 0: 545 ::1,:'11ion !or c-:-;.. p=~=a.":'.S is 46~~ 0: the to":.:!l :or 
all cus~ome=-=e1a~ed co:;.se=~~~io=. p=ogr~s. PG&E est.i~ates tbat. its 
1982 C-I-A p:og:~":"..S will ~enerate life cyele ener~ savi:;.~s 0: 2.8 
billion k~~ and peak de~anc :eeuctio~s 0: 58.2 ~~ 0: ele~rici~y 

~ plus life eycle savin~s of 407 ~illion ~~e~s of ~as. 
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C-! .. ~· E~e=qy 
Utili%a~io~ ~udits 

By 1985 PG&Z proposes to co~tact all C-I-A ~~sto~e~s eithe~ 

by :o~al aueits O~ workbooks. ?G&Z will co~tact for :o~l audit 
35,000 lar;e custo~ers usi~~ over 100,000 ~~~ 0: electricity a:d/o: 
50,000 the~s 0: g3S per year_ ~he ZC~ auditor will p~e~a:e a 
w=itte~ ~e~o~t :eco~e~ei=g speci:ic co~servatio~ tech~iques O~ 

...... 
~ .. 

at ~ ave~age cost 0: S2,760 per audit. 7he ZCS sta:: believes ?G&Z's 
labo~ ~~d marketi:g costs are overstatee ~d believes that such 
audits can be eo~euctee at a: ave:a~e cost 0: S2,300 per audit. ?G&E 
conte~ds t~at its budgeted ~a:powe: is esse~tial si:ce, as the 
progr~ expa=ds, the n~~e= 0: call-backs at ~-, 18-, ~~d ~2-~0~th 
inte:\9als also increases, the:e:o~e, justifying the neee :o~ i:c:eased 

:nan~we!" . 
\';e e::.C:o!"se this p:o;,:,a.":l. a::.d the 't.:se 0: call backs to 

dete~.ine co~servation :easu!"es unde~taken ~~d to rein:o!"ce audit 
:eco~":l.er.dations. o~ the other hand, we believe audit efficiencies 
will improve as ?G&Z ~oves dow: the learning curve a~d that the 
availability 0: incentives sho~ld :educe eall-oack.cos~s so~ewhat. 
We will ~here:ore ~se s~a::'s esti~tee expe~eit~es :i~e a:e u:~e 
PG&E to ~ana;e this ~:o;=~~ ca:e:ully to :eeuce costs. 

Co~p~te:izec ~ueit 
?l'"oC':"a~ 

with a co~puteri:ed ZCA. The pro;r~":l. is ~ ~~~e~:al part 0: ?G&Z's 
LY~ p:o~=~~ :o~ eo~~erc~al custo~e:s. Fo: 1982 ?G&Z plans to =4ke 
18,000 audits costin; S5,0~1,OOO~ however, the sta:: believes ~his goal 
is unachievable s~nce a ~:keting research study su~gests o~ly a 2.4% 
response :ate. ~he s~a:: :educed the goal to 14,000 aueits ~y ~~i~~ 
an S800,000 reduction in the labor portion 0: this p:og=~~. 

~~ile we eo not =eject ?G&Z's ~oal, we believe the stat: 
:i~:es ~ay be ~o:e realistic :or this rate case. =: ?G&Z's esti~te 
0: custo~er response is correct, it ·~ll de~onst:ate the e::ectiveness 

~es_~ .. -~~ .. ~1_1~ ... y o~ .. ~··-·~e- e~a~s~o" ,..."-ioJ .. ~_ ... il.. ..;:-...... ••• 
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~rieul~u=al :::i;~~io~ 
Ser"lice 

Oneer ~his prog=a~ PG&E ~i1: ~es~ 15,000 P~~?S o·Nned by 

:a~ers or ~a~er companies i~ 1982 a~ a~ estL~~ee cost 0: Sl,8e~,OOO. 
Owners 0: ine::icien~ pumps are ?ro~ieee re?or~s ane encocragee ~o 
~ke ~~rov~~en~s. ~he staff beli~/es the cost 0: this program is 
reasonable. ~e =or.c~r. 

Co:::n.erci.al ~ew 
Bpi1einq Review 
PG&E has ~uegetee 52,366,000 ~n 1982 :or ~~is progr~ 

~esignee to en=ourage ~uileing owners, eesigners, architects, and 
contractors to i~cor?Orate energy conse~/ation meas~res excee~ing 
building standares. The ZCS has reco~~eneee red~c~~g ~~e ineen~ive 
package from Sl,5~8 for each buileing ~o Sl,OOO for an adjusted 
prograo cOSt 0: Sl,817,536. 

While this progra: :4y produce desirable ,results, this is 
one area for which we believe significant ~ueget ~~~s are in oreer. 
O'~ers, designers, ane archi~ects 0: co~~ercial ~uildings should n~N be 
fully aware 0: ~~e neee for energy e:=icient design to assure ?ro:ita~le 
operation. Trained professionals ~~~e the necess~r1 capability to 
eesign and build efficient buildings. We grant no funds !or this 

O~der the ~~S :nce~tives Progr~~, PG&E plans to offer on-site 
BOAs to its BOO largest custo:ers ane, :ay, where appropriate, 
employ !i~~~cial incentives ~o s~~ulate g~~ate= conse~/ation 

I~ 1982 PG&Z will o!:er various :O:'=S 

0= :ina~cial L~centiv~s to prorno~e ~~c use 0: selected energy 
conservation ~e~su=es. the ECB sta:= agrees t:'at i~ ~J ~e necessary 
to sti~u1ate co~ercial custOQers to i~ves~ in e:.ersy saving ~easu=es, 
but it ~elieves PG&Z's ?roS:am is ~oo vasue. :~ =eco~ends a ~~eget 
0: S8,500,000 to be placed i~ a continsency :~ne to be usee on 
incentive ?lA~s with Co~~ission approval. 
supportee PG&Z's proposal. 
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PG&Z to proceed with equitable and eost-effective ince:tive =.eas~r~s. 
While we reject tbe staff reco~eneee contingency fund, we will use 
the staff fiqure of S8.5 ~llion for this pro~=~~ i: developi:; a: 
overall co:se~~ation b~eqet :or ?~z. :t is not clear tbat the 
market car. absorb more tban this at this ti~e. 

Znerqy Mar.a~ernen~ 
Oev~lo~~er.t ?~~c~~~ 

~he staff does not take exception to t~e various e:er;y 
mana;ement progr~~, includin; colleges ane universities, school 
plant analysis, and hospitals. !t does =eco~er.d that a portio: of 
the proqr~~ funds be used for incentives which ~CB believes will 
encoura;e the ~~storner to take so~e action. ZC3 ree~e:ds t~~t 
$232,000 0: the colle~es and universities p=o;r~~ should be reserved 
for incentives, S309,OOO 0: the school plant analysis pro~r~ be 

\ 

reserved for incentives, and 5223,000 of the hospital pr~~~ be =ese~,ee 
for i~eentives. Er.erqy Co~ission called :or sharply increased 
e~e:ditures here to ~ke up for losses in federal assistance 
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?G&Z'S ex~ioit i~eie~~ee a s~bsta~tial ~rketi~; compone~t 
to this pro;r~ despite the narrow =arket involved. he ~elieve t~~t 
the vital need 0: customers in t~is cate;ory to reduce ener;y costs 
coupled with the availability 0: incentives sho~le pe~it ?G&E to 
sharply reeuce the pro~otio:al effort anc still produce excellent 
results. ~here:ore, we will ;rant a~ut 70~ 0: ~e budqet 
:e~ested oy ?G&Z :0: this cate;ory. 

~ech.~ical Support 
'2.:-o£C'a~s 

~e stat: 5 '·'0'00 ..... 5 ? .... &~. ~ ,...ec ....... • ca' Su'O'OO-" ~I"V"'-~-'" eO" ...... _ ¥ \J -.I _.. ........ _ ........... _ ... ,,_ ...... ~ .... .. 

demonstration/retrofit e~onstration projects, C-:-A li;htin; a:alysis, 
applications for en;ineerin;, C-I-A energy conse~~ation in:o~tion 
center, ane in-house enerqy conservation. The ZCS :eco~ends a 
disallowance 0: S565,000 :0: the conservation Co=~unications Support 
?roq:~~ throu;h the use 0: five man tea~, elimination 0: self-audit 
workbOOKS, eli~nation 0: one ~~:ket research, and hal: as many 
n~~sletter issues. ~e staff :u~her reco~ends the reduction in 
C-!-A Awa:ds ?ro;r~$ from S524,000 to S355,000~ and a $313,000 

models, and additional support staff. 
As discussee ea:lie:, ~e eli~nate the C-!-A Awa:ds ?:o~=a=. 

~e believe staff's s~ppo=~ 0: ce=onst:ation retrofit projects, 
l ' ht'~~ l' ~~~ a--'~~~-~o~s e-~~~e6_--~ ~s well ~us·-~~ee :.;. :. ... "!:J ana ys~s, w-........ ::'J:" ... ...,~....,..... ..~ •••• - .... ""1:1 ... .,J ............. • 

On the other hand, ~e see ~ot~ duplica~io: and p:o~otion within ~~e 
:e=ai~ing ~ec~~ieal Suppo:t ?ro~ra~s. ~e therefore reduce the 
combined bueqet re~ests :or those pro~r~~ ~J one-hal: a~d will 
pe~it ~ana;e~ent to allocate the :eeuctions a~on~ the ?=o~=a=~. 
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E~e=;y Co~~ission's Conse=va~~on 
I~ccr.~ive ?~oc=a~ Reco~~e~ea~;or.s 

~~e Bne:;y Co=~!ss!on s~a:: ~el!eves ~~~~ ?G&E :aileci 

~o develop ce=ta~n p=o~=~~s w~~~ sl;n~:ican~ savin;s ~o va:!O~$ 

~a=ket se;~ents oeca~se ltS conse:vatlon ~~ential analysls was 
inco:,:\plete. 
PG&E, when desl;nin; new conse=vation lncen~ive p:o~=a~, inltially 

unce:take a ~a:ket research, con:i~ the concl~Slons 0: =~=ket 

1. Resieential appliance p:o;:~~ - espec~ally 
~ne ~n=ee p=og:~.s p:oposee ~y Ene:;: 
Co~~iss~o~ :o~ i:ee~~ive ~~e~~s :0= 
p~:chase 0: ene:;y e::~c~ent :e::lge:ato:s 
:0: :esieentlal :e~ail c~sto~e:s as well as 
o~e:s 0: :es!cent!al rental ~~ildin~s~ the 
cevelop~er.t 0: !n:o~ation or. the ene:;y 
efficient cha:acte:lst!cS 0: ~sed 
re==i~e=a~o=s a~c a ~a=ke~ =esea=c~ O~ 
the t~es, n~~be=, anc factors In:l~encin; 
s~ch p~:ehases~ t~e ex~=sion o:.Salespe:son 
:ncentive ?:~:a~s~ and ~oCi=ica~ions ~c 
Vol~nta=y a~ilde:s ?:o;:~~. 

3. Expansion 0: co~~e=clal incentlves p=o;=~~ 
:=o~ S13.2 ~illio~ ~o Sl~.2 ~~llion i: 
1982 a~c ::00 Sli.S ~i:l!o~ ~o S30 ~~ll!o~ 
i~ !983. 

3aseC on ~he Ene:gy CO~~SSlOr. staff's esti~ates, the 

additional =even~e :e~~l=e~e~ts, over anc a~ove ?G&Z's re~~est, 

are $5.l ~illio~ i~ 1982 anc S21.1 ~~ll!o~ i~ 1983 :0: ~hese 

p=o~=~~ will =e~~i=e s~osta~~ial acdi~io~al capi~al. 

-130-



• 

• 

, 

A..60l53 eo: al • 

~e do ~o~ believe ~~a~ ?G&Zts ~=og:a~s sho~ld ae a=:es~ee 
pe~din~ o~~eo~e 0: ~:'e various s~~;ies a~e ~:o~eeures :eco~e~eee ~! 

s~~eies ~e p:ograr..s can be feasibly i~corpo:a~ee in~o ?G&Z's proposed 
p:o~r~~ wi~hin ~he co~s~=ai~~s 0: t~e authorized b~d;et, ?G&Z sho~d 
consider aeo~~ion 0: t~e ~e:;y Co~ission sta::'s proposals. 
keepi::.c; ·,.,::~b ":.he :eg-.;lator-f p!:ilosopby 0: 'this oreer; ?G&E t S 

~anage=e:t bas the disc:eti¢n to aeo~t ~~ose p:~:a~~ ~~t. will 

-... •.. 

?G&~ ~onside:s the staff s~ggested continger.cy :und as 
being one=o~s and against tbe ~u~~al objective 0: aecele=ati~c; 
cost-e::e~:' ve co::.se,:vatior. p:oq:-a=s. 

• • • :or ?G&Z's 
• • • • despite ou: ~?hasis 

• • .. .. 
• • 

.. • .. 
• • .. .. .. .. 

.. • .. .. • 
.. .. .. .. 

• • .. 
• .. 

.. .. • -. .. .. 
.. 

"'ole .; ... • ..... e s"'O"'I'V -la ........ • ... ,., o.e Ca'· .eor .... , a ..... 01''' .... es ~ ••• w.', .... ;:,_ •• "'" ~ .... _",.~ _ ... _ ••• .....v ...... ,.... • 

1975, ?G&Z has initia":.ec a variety 0: load ~ana;~e~~ ~:o~:~s 
designed to shi:t peak e~ane ~~:ou;h ~he '.;.se 0: inee~tives and 

::: 19i9 

0: the ~~clie Reso'.;.rees eoce. 

Ener;? Co~,issio~ adoptee a set 0: 
:.~ aeco=ea~ce w!~~ See~io~ 25403.5 

': ., , 
- ... .1 ... -
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?G&Z has developed a,19S2 tes~ yea: b~dget :0: load 
ma~~ge~e:t ope:atin; expense ~~d capital expenditures 0: SS8,5ia~OOO 
($21,061,000 operating expenses and 537,51i,000 capital) fo: i~s 
Elect:ic Depa=t~ent and Sl.612,000 (Sl,236,000 operating e~enses 
and 5375,000 capital) for its Gas Dep~rt~ent. The staff has 
:eco~ended a total of $43,426,000 fo: the Elect:ic Depa~~ent of 
which 519,497,000 is :0: ope=atin~ e~enses and S23,929,000 for 
capital expenditures. ~he staff f~:the: :eco~~ends t~t S3,997,000 
0: the :eco~~ended total :0: operating expenses and 58,754,000 of 
tbe :eco~~endee total :0: capital expendit~es be placed in a 

contingency f~ne. Fo: the Gas ~epa:t~ent, the staff reco~~e=ds total 
ex~ndit~es 0: Sl,012,OOO of which 5646,000 is fo: ope:atin~ 
expenses ~~d 5366,000 :0: capital ~~th no contin~ency :~:d 
restrictions. 

Althou~h the staff :eco~~enes that ?G&E's p:opos~ls should 
be ;ene:a11y supported, it :eco~~ends that certain projects be 
deferred f:o~ the 1982-1983 pe:ioc 0: at least :ee~ced in f~ndin; 
ma~itude until further technical and financial evaluation a:e 
completed. ~he sta:: i~dlcates that although i~ is :eco~e:ei:; 
a 2S~ decrease i: the requestee ~ud;et, it still =ep=ese~ts a 112% 
increase i~ 1982 expe:ditu:es over 1980. ~he staff indicates t~~t 
it has atte~pted to set a ba1a~ce betwee~ sup~:tin; all reco~~e:eee 
p=og=a~swbe~the=e is a possiole ~~ savings versus the ~eee to oe 

states that its reeo~~e:ded reductio:, ass~~in; ~o use 0: the 
contingency :une, will result in a 4'% reeuctio~ in p=o;:~~ costs 
with o:ly a 6~ =eduction 0: ?G&Ets projected ~~ savi:;s. 

Table v::I-2 sets :o:th a co~?a:iso~ of the s-~='s ~~ ?G&Zts 
reco~~e~dee expenditu=es :0: load ~a:a;e~e:t :0: the Elect:ic 
~epa=t~ent, and ~ab1e ~~::-3 sets :o:th a co~pa:ison 0: 10ae ~:a;e~en~ 
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indicates the issues i~ which there is suosta~tial a~ree~e~t oe~~een 
the staff a~d ?G&Z, a~d the second pa~e 0: ~aole V::I-2 presents 
~hose areas a~ issue between staff ane ~C&z. ~he first six li~es 
of pa;e 2 0: ~able ~V::!-2 indicate that the staff :ecomme~ds certain 
budqetee ~~our.ts be suojee~ to conti~;ency fune treat~er.t; ane in 
other cases that the ~ue;etee ~~ounts for various pro;ra~s either 
oe eisallo~ee or a~thorized at a reducee level • 
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• ~~::r!C CAS AXO £~£C~'-:C C~~AN~ 
EL.£C:~'-:C Of;PtoQ. ~cs":' 

~O~ .. to~:.GC:'1:~~ -.,":':.:" rX'f:N'~":'IJ:I~~ 
.~,.. ~tA!: ~?8~ I.';', 

(OOO·S o~:rr!::;l: 

St::1:: Rev-!.s~c 

~jl'l(' 0"'9' 1'14' i>C.",eE NO"'· CO"':1 "'9f'''ICy t,.(e~~ 1.1n~ 

&. 
a~ ~n~" ~~'~~e ~Ollt~IISf'lIeY ;uM ':'0':11' ~';4f' 1!2.:-

\1O) 
; 

\C) 
. . 

\0) 1,)1 \ ;J It) 

Sta'f .. PG.\lI4t SalN' 

R.es14ellt14' , Cold StO"'ge S SC S SC S 50 S C S ~ 
, 0 , 

Z Ene'"9~ Cost :nd,eatO,. 50 50 5 ... 0 50 0 Z 

Agrieultu,.., J.6ZZ J.5Z7 3.5Z1 
J iOU/CIlr;'1t4Dl~ J.6ZJ 0 10Z 

., 
" 

Commerc1.'/:ndu~:r141 
4 iOU A-Z3/A-ZZ/A-2l 515 515 5"2 0 502 13 4 

5 TOU A-ZC 387 387 378 0 378 9 5 

6 :nt~~ot1b't/Cu"'r41'4~'t 75 75 75 0 75 0 6 

7 Visual 01s~'''y Mt'ttMn~ , .SZ5 , .825 ~ .755 C 1.155 70 7 

8 G,.OUP 1.04d Curt41'~nt 5.117 5. n; 5.07: 0 5.012 4S 8 

9 Ent~Y Cost ComQUte" ZS 25 2S 0 25 0 9 

'0 Awt~' hI")' P~" ~""" ~~~ 50 50 SO 0 SO 0 10 

" Sol,,. MQn1to,.1"9 256 256 250 C :50 6 17 

~ Ge~"41 
Co~"4t1\1t I:leetr1 e1 ty 

"""n.genlent 6.8:6 6.836 5 .~~ ~ 0 6.'11 125 1: 
13 PURPA Mttel"1n9 2.730 Z.iZO ::.632 0 ::.63: 98 13 

Mal"91n41 Cost/MC Rate 

" 
Ots19n 295 295 2e6 0 Z86 9 14 

Mt'ttl"'fnc; of Su~t4t'on/ 
15 Transforme~ S1~es i .828 . 1.828 1.715 0 , .775 53 '5 
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, 
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Gas ~oad Ma~aye~e~t 

The staff's ~as loae ~~a~e~e=t p:og:a= 0: Sl,012,OOO is 
$600,000 less than PG&E's esti~ate 0: Sl,612,000. The =ajo: area 
of diffe:e:ee is the sta=='s eisallowa~ce of S458,OOO for e:e:qy 
end-use cata work ane S129,OOO :0: ~:;inal cost studies. The s~:f 
believes that the rapic incre~se .: ... --

E~e~ev Co~ission's ~ositio~ 

~ne:;y Co~~ission supports the :~din; request of PG&Z :0: 
load ~a~a;e~e=t p:o;:a~ ~C opposes staff's alternatives, ineluein; 
the eontin~ency fund :eco~eneation. Re;a:ein; ~ncatee load 

legislative ~andate to st~ey ~e ~~?l~ent cost-effective load 
manageoent p:o~:a~s. Zne:gy Co~~ission points out it has cond~cted 
extensive studies ~~e pu~lie hea:in;s and t~at the ~aneatory load 
mana~ement pro;:~~s were fo~r.d eost-effective, and fo~lly adoptee 

Section 25403.5 i~ its eontentior.,that this Co~ission is required to 
authorize funei~; of the ~andatee p=oq:a~s. Section 2540J.5 provides 
that II a:-;y expense 0: capital invest~ent :e~..:.i:ec 0: a utility by tbe 
standards shall ~e an all~Nable expense or allowable it~ ~n the 
utility rate base anc s~all be t~ea~ee by the ?~C as sucn 
p:oeeeei~~". 

.;- a :ate 

Z~e:;y Co~~issio= also sup~o:ts ?G&Z's request to exp~e 

opposed by stat:. 

the wo:ds of !:~e:qy Co::o:.tissio=· s -"'i ~=ess Ohar, "':'be ::>etroi'to :::dison f s 
water heater pro~r~~, wnie'h allows al~ost 200~~ 0: de~a=e reduction, 
has 'been i=. operatio=. :0: 40 years." 
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~ne=qy Co~~ission ~lso a=~~es ~~a~ ~he s~a~~ proposal :or 

con~in~ency !~ne financing :~~stra~es ~~e legislatively eete~~nee 
go~l to aehieve an 8~ ?enetr~~ion 0: residential air-conditioning 
~nits. Ener;y Co~~ission ~lso ~elieves ~~at ~e con~ingency :~ne 
will reduce flexibility and crea~e b~dge~ary unce=~ainties. Energy 
Co~~ission :urther supports ?G&E's eX?endi~~res for. end-use data 
collection, ?CRPA, ~eters, and load research. Ener9Y Co~~ission states 
that contrary to sta:: testi~ony, ~~e level 0: da~ co:lection envisionee 
by Energy Co~~ission :or utilities is eX?ected to increase rather 
than eecrease. 

Oiscussion ane Conclusion 
We believe that PG&Z has uneert~ken a vi~orous and prooisi~9 

load ~anage~ent ?rogr~~ w~ich will help i~prove overall system relia-
bility. 
oreer. As noted i~ our discussion at the ~gi:ni~9 0: Section V:::, 
we have approved a bue~et 0: S47,574,000 in this area. We ~~ve also 
rej~ the use 0: a co~tingeney fund :or reasons dise~ssee earlier • 
We will await wit~ interest ~e results 0: ~~e a~~~ori%ed eX?eri=e~tal 
and demonstration pro9:~s and are prepared to en~ertai~ p=o?Osals 
:or the prompt expansion 0: thos load ~nagemen~ proq:~~s :or which 
broad impl~entaion is shown to be cost-e::ective. 

c. Cost-Effectiveness A.~alvsis 
0: ~nergy Conservation • 
P:o;r~~ and ~ad 
~na$e~ent P~09r~~s 

?G&E's wi~ess L. Baldwin testified on the cost-e::ectiveness 
analysis 0: energy conservation ?r09ra~s, load ~na;e=ent proqr~~$, 
and also on cogeneration priCing. Witness Ba:ewin tes~ified ~~a~ 
while it is desi:a~le to conserve scarce =eso~=ces, ~ • .: S .:--0 .... •• ..... ....,. .... :'.- .. Q •• w 

to compare tbe ~e=e:its 0: reeucee cons~?~ion with ~he costs 0: 
achievinq ~~is =eduetio~. ~he ?u=?ose 0: eost-e::eetiveness analysis 
is to per:o~ t~is co~parison and ~~e=eby :aeilita~e ~~e selection 
0: an appropriate =.ix 0: conservation programs ane generation 
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alternatives. In dete~inin; cost-effective:ess, there are fo~r 
perspectives fro~ which it sho~ld be reviewed: society as a whole, 
the utility, the pro;r~~ participa~ts, a=d ?G&E's =ate~aye=s. Fro~ 

all four perspectives, cene!its a:e calculated as costs avoided 
due to reeuced enerqy cons~~ption directly attributable to the 
pro<;ra."n • 

~~e w~-~ess ~a~e c~~c"'a-~o~s &-o~ ~ u-~'·-y soc·etv ~-_~ .. ... ... "".... ...... w.._...... .. _ .... ~ .. _ ..... '-', _.' ~ ~ 
participant perspective of the combined electric pro;r~~ ~d 
co~ined ;as prc;racs and concluded in each case t~~t the cost per 
unit 0: life-cycle ene=;y savin~s is less tha: the correspo:din~ 
avoided cost and, therefore, they were cost-effective. In ealc~latin~ 
the cost-effectiveness of conservation pro;=~~ from a ratepayer's 
perspective, mar.y ass~~ptio:s about future rate schedules ~ust ~ 
made, therefore, the results of these cal~lations are uncertain. 
E. Heim testified on the cost-effectiveness of custo~e:-=elatee 
eonse~ation pro~=~~s. 

?G&E's load mana<;e~ent cost-effectiveness ~alyses a=e 

considered preliminary results since the bul~ of ?G&E's load ma:a~~ent 
pro<;=a~s ~ave not achieved full scale. ?G&E considers load ~~nag~ent 
p1anni:<; to oe ~~ ite~ative process re~~i=i~~ co~ti~ual 
recalcula~io~s 0: ~he cost-e:fec~ive~ess of i~s load ~a:a;e=en~ 
~=o;=am. In additio~ to ca~aci~1 and e~er;y ~e=e=i~s ~hic~ result 
:rorn load ma=a;e~e=t ~=o;r~~s, ce=t~i~ pro~r~~s ~y also yiele 
operatio:al be:efits. !n additio: to these ~e=efits, load ~ana~eme:t 
progra~ ~ay proviee other societal oe~e=its s~eh as e=vi=o~~er.tal, 

safety, =oise reductio:, and =ec~cec co=s~~tio= of oil a:d =at~ral 
~~s ··~~c~ ~~ve ~ot ~ee~ ~··a--·&~e~ ~- -~e~- ~-~~vs~s ~~·-~ess ~-l~"'~-~~ ". ..... 1.~ •• ;",/ •• ~ ..... _ ......... __ • w •••• ~~ ..... _ ~. n .. _.. ~ _" __ 

concludes that taker. as a whole ?G&E's proposec. load ~ana;~e=t 
pro~~~s are es~~~atec to be cost-effective. ?or p=o;=~~s directed 
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at each class 0: e~stome:s, be~e:its to societ~ as a :es~lt 0: ?G&Z'S ' 
?:oposee inves~~ents will also exceee societal COSts. ?G~Z's 

:esieential lo~e manaqe~ent programs are esti=~tee to yield S2.06 
in societal be~e:its :0: eve~! collar 0: societal cost and 
co~~ercial-ind~st:ial ?:oqr~s are expected to be even ~ore eost
effective to society wi~~ a co~inec benefit cost ratio of 10.02. 
Conse=vation ane ~ae Xanaa~~ent Conc1~sion • 

!n conel~sion, we reiterate t~at we ~~ve grantee ~nag~ent 
substantial eisc:etion to reallocate :~nes wit~in t~e conse~~ation 
bucget to i~?rove per:o~nee. !able V:!:-5 shOWS a ~etailed brea~eown 
0: the conse~~ation budget by depa=~~ents. ~he following s~~~=i=es 
the approveC overall conservation ane load =~nag~~ent bueget. 

Residential conservation . ,.:r ..... ... 
lne_u~lng •• ome app.~ance 
and co~~~nity services 

C-I-:" 
Conservation ~~al~ation 

Subt-otal Conse~~ation 
!"cae Y.anag e.~en t 

~otal Conservation ane 
Loae Y..anaqe::ten-: 

(OOOs Omit-tee) 

S 5,998 
20,695 

550 
27,243 

~6,54:' 

S73,784 

Gas ~otal -
S ~,884 SlO,882 

:'0,272 20,967 

550 1,100 

15,706 42,949 

1,033 47,574 

S16,739 S90,523 
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'::.3:"Z v:::::-s 
PAC::=:C GAS A.~;:) E:..zC':'?:C COX?~~ 

Custo~er-Re1~tee Co~serv~tio~ ?ro~r~~s 
Included I~ R~tes 
':'est ":Cear 1982 
(000 • S 0::1:' t tee) 

General ~~sto~er I:~uiries 
HO::les, A.~~lia~ces & Svste~s 

Voluntarv Bui1eer 
Master ~eter Conversion 
Salesperson Incentive & 

Ap?liance E::iciency ~%tg-

Subtotal 
Co~~unitv Services 

co~~unity Cooperative 
Div. Conse...-v. Rep_ 
Stockton Training Center 

Subtotal 
':'ota1 RCS, Ho~e & Co~~unity 

C-I-A 
Auc!i t ?roC'ra.-ns 

C-!-~ Z~A 
comp. ;"uc.it 
A;ricu1. Irrig. Servo 
Lo~e ~~t. - Incentives 

Subtotal 
Eners; ~!7t. Oevelo~. Progr~~ 
incl. Co_lese, sc~ooi & ?'OS? 

Technical Su~~rt 
oe::to/RetrO 
Lighting
App1. Engr. 
C-I-A - E~e:;y :~:o. 
In-Eouse Co~se~J_ 
C-I-A Co~unication 
C-I-A Se!~ .. inars 

Subtotal Tech:.ical Support 

TOt-a.l C-:-A 

Total c~sto~er-?elatee Co~serv. 

$ 

~lec~=ic 

1,008 

1,034 
210 

2,285 

3,529 

86 
S." oJ ... 

S~" .... 
1,461 

5,998 

4.,782 
2,758 
1,883 
5,251 

15,149 

3,744 

354 
266 
530 
248 

41 
427 
4." ...... 

2,277 

20,695 
550 

27,243 

Gas 

$ 792 

866 , ...... 
... I I 

1,589 

2,632 

86 
831 
543 

1,460 
4,884 

2,578 
1,4.83 

3,24.9 
7,331 

1,928 

182 

2"" loJ 

128 
21 

219 
2" ... -

1,034 

10,272 
550 

15,706 

':'0":3.1 

$ 1,800 

1,900 
387 

3,874 

6,161 

:'72 
1,662 
1,087 

2,92l 

10,882 

7,360 
4,24.1 
1,883 
8,500 

21,984 

5,672 

536 
266 
803 
376 

62 
646 
622 

., .", 

.J,J ...... 

30,967 
1,100 
42~949 
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To assu're that 'the ;ene:al eiree-:io:o;. of eonser-/ation anc. 
load ~anage~er.'t pro~r~~s is ~aintainee as approved, ~e ir.s't=~ct 

?G&E ~o~ to reallocate :u.r.es amo:o;.q the three ~ajor cateqories 0: 
Residential, C-:-A, and Load ~an~qe~ent. Within each 0: these 
cateqories, ~ana;e~ent sr411 have the eiseretion to reallocate a~ou.r.ts 
up to 52,500,000 :ro::'t a to ~e u.see ~ ... ..... 

aue;et aeju.st~er.ts in excess 0: S2,500,000 shou.ld 

PG&E'S esti~~te for 'test yeer 1~82 0: Sl,lOO,OOO 
S800,OOO lower than 'the sta::'s esti~ate 0: Sl,900,OOO. 7he staff 
~"ow~r:ce ~~~~"~es ~ .. -~.~~ ~o- va~·o"s a~~···o"'~' ~·~ ... t·~·ca·~o'" Q....... ...... _............... . ..... _ ..... ""11 _.. ... - -... .. ~-- ..... ~ ... .."-w.,, •• - ....... 

studies the staff :eco~~er.ds ~e ::'tade ~y ?G&E in 1982 and 1983. 7he 

potential with emphasis or. sho~-te~ po~e~tial tbrou.;h 1985, ?ro~=~~ 
~oals and cu.storner response rates, savinqs per activity estL~ate, 
conservation o~ildu.? ane persistenee, ane cos't-effectiveness ratios. 

Enerqy Co~~issioe Offered i~s wi~~ess Khals~ ~o 
testify oe its eo~eern with eonse:va~io~ ~u.~n~i:ic~tions. Zner;y 
Co~ission clai~s that i~provee co~serva~io~ ~u'a~~i:ica~ion tee~:.i~~es 
ear: ~rar.sla~e i::.to a~ al,,:er~ati·le por":rayal 0: · ..... ha~ ?G&Z ot;~ht to be 

by A. D. ~ittle (~L) or what ?G&E ~roposes ~o do e~:in; 'the next 
t~o years. E~erqy Co~ission's s~a=: reeo~~er.es a ~ethoeolo;y and 
a sehedu.le 0: eo~plianee :0: ?G&Z to up;raee i~s eo~servation 
quantification efforts as part 0: a~ in~egra~ee sys~e~ 0: enerqy 
eor.serva~ior. ane supply planning. 
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Ener~y Co~~ission a:~~es ~hat ?G&E re~ires detailed 
qu~danee from ~he CO~~1ssion ~e:o=e i~ ~s as~eC ~o ~~certake fu:~her 

eonsiderin~ the t~~e and expense los~ tr:o~;h t~e ;~~ effort, 
~~plemer.tation 0: an inte;ratee plan 1: one ~ass!ve effort is not 
appropriate. ~ner;y Co~.ission·s witness K~alsa sets forth !n 
Exhibit 130, C~pte: VI:, ~is :eco~~eneations fo: ?G&Z in :evisin; 
its conservation pro;r~~ plannin;. 

:he staff s~;;ests t~at althou~h there are si~ilarities 
between Ener;:- Cctrrnissi~·s~.c. the staff's crit~c:is:':'\ 0: ?G&Z's 
quant~:ieation eval~atio~ p=o~r~~, ~t would pro~a=ly be necessa=y 
for the Co~~ission to choose one over the other to avoid bu:den~n; 
?G&E wit~ excessive research obliqat~ons. ~he staff su~~ests that the 

co~se=vation potential, 
per activity eSt~mates, 

;oals anc c~stome= response rates, savi~;s 
conservation b~ilcup a:c pe=sistence, ane 

cost-effectiveness ratios. 

attention to the resicence appliance ~rkets wh~ch were the s~bject 
of m~ch 0: the Energy Co~~ssion's an~lysis anc to the teebniques 0: 
market se~entation ar~lysis and ma=;~~l eos~ e~~aliz~~ion so 
emphasizec ~y ~he Z~e:;y Co~~ission. 

In response to the vario~s =eco~enea~!ons ~ce by ~ot~ the 
Zne=~y Co~~~ssion and ~he sta:= for va=io~s stud~es, PG&Z's wit~ess 
Eeirn su;;estec six steps :0: establiSh!~g a se~sible ene=~ co~se~/a~ion 
eval~ation pol~ey. 
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~~e Co~~ission and Zne=~! Co~~ssion ~~s~ 
a;:ee ~pon and es~a~lish s~a~ew~ce 
conservation evel~a~ion ooject~ves and 
delineate p=io=i~ies :0: these ooject~ves • 

... ~o asce:tain what pro~ress has ~een ~aee 
in attaining these OOjectives, the 
Co~~issio: and Z:e=;y Co~.ission sho~le 
jointly specify what :~rthe= in:o=~a~ion 
~s needed, why the in:o~.atiO~ ~s needed, 
ene when the 1n:o==a~ion is needed. 
~he Co~~ission must the: provide ade~~ate 
:u:din~ :or tne st~dies and activities 
necessary to address these conservat~on 
evaluation oOjectives. Adequate :unc~n; 
shoulc be assured cy a eon.'t~n,»ency funcL 
7he Co~~ission should authorize ?C&Z to 
sub~~t an ae~1on plan wh~ch would address 
ho~ PC&Z plans to ~eet the eonse~~at~on 
evaluation oojec~~ves de:inee by the 
Co--~ss~or. a~~ ~~e-~ Co--~ss~o~ ~-~ .. ...... ~ .. . . .. ~ ." ... ... ~.,;. .. "'...... - .. , '-"' .... '-' 
wr~t its costs and t~~e =e~~ire~ents 
would oe. ~his action plan ~o~e speei:y 
PG&E's in:o=~ation priorities and the 
rationale :or these p:io:i~ies. ?G&E 
would eetermine how the objectives would 
be addressee, how the data would be 
collected ~~d analyzed, ane the t~~in; 
and cost.:e~~:e~e~ts. It ?G&E s~o~!e 
ce~e~ine tha~ a ;iven oCjec~ive co~lc 
ce oet~er aedressed ~r:ou;~ eoope:ative 
e::orts wi~h othe: u~~lit~es, ~hen its 
p:oposee action plan would :eeo~=.end 
s~ch jo~nt ae~ion. 

5. ?G&E woulc consult anc coope:ate w:~h 
both ~he Co~:.ission's ECS and Ene:;y 
Co~~ssion's Conse~/ation Section ~n 
developin; a~d ~~ple~entin; i~s action 
plan. wo:kshops eo~ld be held to :esolve 
any disp~~es ane to :o~~la~e policy. 

6. ~ cos~/oe~e:i~ p:oeee~re should ~e 
developee to.co~pa:e th~ :el~~~ve cos~s 
0: conse:va~~on evaluat~on w~t~ ~he 
bene:i~s associated ~~t:' inc:eases ~n 
ace~:acy 0: ~easu:~en~. 
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Although the E~e:gy Co~~issio~ i~dica~ee li~~le a~=e~e~t 
w1th Ee~~'s p~o~sals, K~alsa die agree tha~ ~~e ~ethoeolo~ he has 
reco~ended probably should oe applied to all ~~~l~~ies. Stat: 
wit~ess Danforth ag=eed t~at workshops tiee to a~ 0:: would oe an 
excelle~t vehicle to dete~~e statewide conserv~tion evaluatio~ 
objectives. 

In D.9l~Ci ~e plaeee ~ueh e~phasis O~ seve~al s~~e~es that 
~G~-- w~s o~~e~e~ to ~o-~'ete -.~.ese s~ .. "~ ... ~es ···e_~e -... o-ev~l··ate ~-t~.· . ~~ ~ -~ - ~ ~ "~... . ~ ~-" ~ ~ ~. 

the potential :0: eonse=vation .; ... ... -
effective ways to reach effective ~ar~et saturation of aChieveable 
eoeservation ~easu=es by 1985. ~hey were also desig~ee to :eee i~to 
PG&E's conservation goal-setti~~ ?=ocess. ~he ap~aren~ deficie:cies 
in the ADL studies sub~ittee by ?G&E, as well as disagree~ents 
between ?G&E, stat:, and E~er;y Co~ission about what should be so~ht 

in additional =e~eeial studies disturbs us. We are also conce~ed that 
these stueies eo not see~ ~o be tiee to ;oal-setti~; as we hac 

path 0: eontin~ee st~eies ~~y no~ be ~ne ~os~ p:oeuctive way to 
proceee. We also fine substa~~ial =erit i~ ?G&~'s reeo~eneation 
to use publicly ~o~icee ou~ i~:o~al wo:ksnops to resolve ~asic 

~~·'e ~~e ~~e~~ Co~-·ss·o~ ·-~·e·~es -~e -ee~ &0- ·--e~·~·e ,,......... w.. ... ___ .".:, •. w.,4., ................. Wow -.... __ -.., _ .......... """_~_ 

st~eies, we a;ree witb ?G&E that while the various p:~:~~s ~ei~~ 
co~sieeree ~ay ~ot be the :'!'l.ost cost-ef:ec~ive, ~hey are, nonethe~ess, 
cost-effective. All pa~ies ~~ve a~:eee ~hat ?G&Z bas bee~ the 
aeknowled~ee leade= in the field of conse:vatio~~ Rat~e: than delay 

to proceed wit~ 
previously eeseribee, i~cludi~~ ~ro~=~ evaluation stueies at the 
company's proposed ~ucge~ level 0= Sl.1 ~illion per yea:. ~t t~e 

s~~e ti~e, we are obliSee to adopt an evaluation process to ~p=ove 
acccu~tability :0: t~e per:o~~ee 0: co~se~:atio~ ~=og=~~. 
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?G&E has ~ot pe~s~aeee us o~ this poi~t. 

otne: hane, we a~e e~ally eo~ee~neC by the well i~tentio~eC e::o~ts 

of staff anc E~e=~ Co~ission analysts to distin~ish those 

eonse=vation :esults ~:oCuced ~ ?G&~ fro: those ;e~e:ated i: the 

ma~ketplace alone. ~~ile we see the theoretical value to this 

analysis, we douct that the ~esults will ce acceptable as a basis 0: 
:egulat.ory actio~. 

Conse~ue~tly, we acopt a~ a~p~oach ~o eval~ation that 

~ini~izes the need :o~ theo~etical studies ane :elies o~ the ~asies. 

F~~s~, we believe ~ha~ conse~a~io: :lo~~~g ::o~ Oehavorial c~~n~es 
should ~ot Oe considered a product 0: PG&Z's ~ro;~a~. ?a:ti~.:larly 

in light 0: our rest~ietions on ;e~eral conservation adve:tisi~q 

and ~eduction 0: conservatio~ adve:tisin; ~~e p=o~otio~al bud~ets, 

we are convinced tbat this type 0: cor.se=vatio~ is p:i~=ily a ~esult 

0: ma~ket :orees. 

Second, eonservatio~ ~esultin~ :~o~ ha:d~a=e o~ p~oeess 

ehan~es should ~e eonside~ed the product 0: ?G&Z'g pro~r~~s only 

whe~ ?G&E ca~ de~onst=ate that one 0: its proq=~~s was ~~loyed ~y 

the custo~e~ eithe~ in eete~inin; the neec :o~ o~ 

the eonservation ~easu:es. :0: e~~ple, use 0: a Z:? loa: d~o~st:ates 

t~at -~e C"sto-e~ ~-'ov~~ ~-s -~~~~~ .- ·-~'e-e-·~-~ s-e~·&·c ... .... '-It .... __ •• .,~ ... __ "'* .. _ ~_ ...... ",_~ ...... •• "'l!'- ....... w_...... ~ wo ..... 

conservation ~easu~es. Even thou;h ~~~ket :o~ces ~y have had a 

sir.gi=ica:~ ~~pac~ ic t~e conse=va~ion decision, we shall ass~~e ~~t 

t~e ZIP loan, i~ esse~ce, closed the deal. Anothe: e~~ple would be 

the use 0: a eo~~e=cial ~v~. 

reco~e~ced ~easures we~e u~ce~~aken, we s~all ass~~e that ~he 

~easU~es which we~e i~ple~ented. 
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pressed to a:trib~te a specific aco~t 0: conse=va~ion to exhi~i:s 
?G&E may offer a: fairs. 0:11 if sign-ups :or other progr~ 
subseque~tly lead to conservation measures could we co~clude :ha: 
PG&E's ?=ogra: was e~loyed by a c~:o=e=. 

To resolve any unce=~ainties relating :0 :~is evalUAtion 
meth~dology for use in fu~ure rate proceedings, we shall adopt 
PG&E's proposal to hold publicly noticed ~orkshops. !hese workshops 
shall be held February 4 and 5, 1982. Uncertain~ies no~ resolved 
in the ~orksho?s may be raised in the supple.centa:y hearings discussed 
below. 

Conservation Incentives 

!he record i~ this proceedi~g co~:ai~s a discussion of 
the use of financial incentives to encourage ?G&E to eX?and its 
promotion 0: cost-effective ~ergy co~servation inves~en:s. We 
thi~ it probable that such an incentive sche:e would sti:ulate 
greater efficiency and productivity in PG&E's conservation progr~. 
For unregulated compa~ies. the discipline of the :arketplace is the 
ultimate incentive to improve productivity. Greater productivity 
produces g=ea~e= ?rofits~ inefficiency erodes profits. ?GSZ, as 
a regulated co~any, does ~ot face these stresses of the ~rketplace. 
Yet it appears that ~~se policy ~y be to create a regulatory 
e~viron:ent approxi:ati~g that 0: the free :ar~et. 

It is i~or:an: ::'a: we con:i~~e :0 s::e~g:~e~ :~e 
accoun:ability of che company fo= its conse=va:ion expencitu=es. I: 
appears :hat the most effective ~ay to assu=e acco~tabili:y, pa=:ic~la=ly 
in a pe=iod 0: budget constraints fo: ag~cies such as ::'is Coc:issien, 
:ay be to zake management accountable to its own shareholders. We 
have granted ~nagement a specific budget for conservation progr~, 
and have g:anted ~age:ent broad disc=etio~ in alloca:i~g =~ds aQong 
p:ograms. we adopted an approach to evaluation that will =e~ui=e 
the co~pany to de:ons:rate specific savings :=~ specific progr~. 
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The final link i~ =aki~g ~~age~e~~ aecoun~able ~y be ~o adjus~ 
earnings based on ae~ual per:o~nce. ~anage=en~ ~s~ then acco~~ 
~o i~s shareholders why ea--nings are reduced if per:or:ance is 
inadequa~e. ~nagement ~y also genera~e increased ea~ngs :or 
the shareholders if superior perfor:ance ~s achieved. 

Addi~ional earnings genera~ed in this =anner are jus~i:ied 
due'to the great value to the rate?ayers o~ cost-ef:ec~ive 
conservation. Conservation ~ll =ed~ce depe~dence on- foreign oil. 
increase national securi~y. i=?rove the na~ional balance of paycents, 
reduce pollution. increase jobs in the do~estic energy and conservation 
equip~en~ sector. increase the rate at which u~ilities can increase 
energy supplies in the short te~ and red~ce i~lationa:y press~es. 

On ~he other hand. the cOQ?any's earnings ~y be reduced 
:or poor per:o=cance of conserva~ion ?rogracs. !bis provides reasonable 
assurance ~o the ra~e?ayers that the cowpany will ~lemen~ conservation 
progracs in the ~ost effective canner. 

As lo~g as ?G&E's conse~at~o~ ?rogra~. including any 
incentives to partiCipating ratepayers or the utility. re:ain 
cost-effective co:pared ~o supply al:e~atives. rate?aye:s co~ld 
benefit di=ectly from eX?a~$ions i~ eonservacion e:for:s. !his is 
particularly so when ince~tives induce ~ore savings :roQ the sa:e 
level of expenditures by e~co~agi~g ~ore efficien~ use of u~ility 
~oney budgeted to conservation. !his ~ssion has long noted that 
tbe ratepayers benefit w~enever a the=: or kilowatt-hour is saved =or 

I . 
1 

I 
I 

I 

less tha~ it would eos: ~o purchase and cons~e it. :bis rationale 
applies e~ually well to savings engendered by incentives ~o the u~ili:ies. 

!n this proceeding the E~e=gy Co~ssion has prop¢sed a~ 
incentive program to encourage the attain~ent of certain alte~ative 
energy and co~servation goals by ?G&Z. These proposals were well 
explored in the reeord but focused ?ri:arily on alte~ative resources. 
!here was no discussion of a co~rehensive conservation in~en:ive ?lan. 
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Al~ho~gh the record i~ this ?roceeding is i~dequa~e, 
past Co~ssion decisions and ongoing utility incentive progracs 
do provide so~e guidance. In D.84902. ~e stated t~at ~e ~o~ld 
evaluate :he utilities' re:u~ on the basis of the vigor. i~gination. 
and effectiveness of their conservation progr~. Our s~a!f and 
other interes~ed parties have studiee ~ny ~ethods to i~lement 
this policy in the ensuing six years. We have found .Cb~t this 
broad policy directive ~~s provided insu::ici~t guie&nce to the 
co~panies, and has been difficul~ :0 i=?lecent without our ~-=ent 
procedural framewo:k. 

In D.92714. we adopted a procedure to adjust SoCal's 
earnings based on conservation perforQAuce. Tois procedure establishes 
a target of ~erg"l savi=.gs to be acnieved by the utility's conse:va:ion 
programs. Perfo-::::ance wi thin a "dead band" bracke:ing :he target 
would not trigger an earnings adjust:ent. ?erfo~ce above or ~elow 
the dead band wo~ld trigger a positive or negative adj~s~ent, 
calculated under a fixed dollars~?er-energy-saved schedule. Ratepayers 
would thus payout or be ref~ded ~oney only 'for excep~ionally good or 
poor progra~ perfor=ances. which would either have ca?:~=ed or los~ 
exceptionally large poten::al benefits. 

A si~ila= proceeure. based on a deac band, was aeop:ed i~ 
another con~ex: in D.93363, to adjust Southe~ Cali:o~ia Edison 
Co~any's ea~ings basecion tbe pe==or:ance 0: ~NO large coal-fired 
generating s:a:ions. 

We note that our staff proposed an ear:ings adjus~ent 
procedure for conservation in the S~&E =a~e proceeding (A.S9788) 
~hieh ~e also decide today. That proposal has also been rejected 
for lack of an ade~uate record. 

The procedure we propose eOGaY presents the el~ents that 
now appear necessary to eesi~ a cost-e::ective conservation inc~tives 
?rogr~. roday's proposal is a refine:en: of the SoCal conservation 
~n~ent~ves ?~oce~u-e ~e -e~~~~~-s a-e ~ ... ·~_-... ~~eci ~o ~_·~~-.. ify -o-.. e ... ... ...... - ~... ~.... - .. _ ...... _...... - ...... f"o, _ ~ ....... __ ... 
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cl~arly which savings can be included in ~he eval~~io~ and to assu=e 
greater accoun~a~il~~y fo~ the cocpa~y's progracs. :~ is presentee 
here as a focus for the hearings to follow: all n~erical esti=ates 
and procedural ele~ents are subject to change. 

We stress that this proposal ?resents only one possi;le 
~echanisc for providing conservation incentives :0 utilities which 
should be tested through public hearings. As ·Ni:h any proposal. it 

would l.:l.doubtedly benefit from f=:he:- refi::le:en: and" the co~ec:ion 
of wea~esses. I: ~y not be the only. nor pe~ha?s the best. 
alte:native to reaching ou~ goal of fu=the~ing cost-effective 
conservation. 

We there:o~e urge ~~y party to this case who is interested 
in conservation incentives to review and co=:e:: on this p~oposal, 
analyzing its strengths and weak~esses. suggesting refineoents or 
other modifications, and/or presenting partial or co:ple~e alte~tives 
to it. rhis ~~ll allow us to develop the thoroug~ record necessa--y 
to dete~ne whether such a procedure should be adopted, ~d if so, 
to ensure that the one we do adopt is so~d. 

"·e ....... " con-":"'ue .... .: S .......... o""ee..:l..:n'" &0-W w..... .. w....... w___ r'- "'"' ........ 0 _ ... 

of inves~igating the feasibility 0: a conse=vat~on incentives p=ogra:. 
In~e=ested parties 
testi~ony no la~er 

shall file their co~ents in :~e fo=: of ?~e?a=ed 
'981 ~.' e ~ea-.. ': ... ~~s ...... " "'o--e"'ce . .. .~ - .... ~ ~- ...... --- ~ 

on February 15, and shal! be li~:ec to specific facts, ~alysis. ~e 
policy questions raised i~ ~he preparee tes:i~ny, and ~o q~estions 
of eval~tion of conse=va~ion savi~gs ~o: resolved in t~e preceding 
"..-Torkshops. 

Parties ~y also sub~t co~en:s, si~lar :0 :bose ~e have 
invited above, on ~he EneroJ Co:oission proposal to establish in<::~tives 
based on penetration of the ZIP ?=ogr~ in low inc:o:e and renter ~rkets. 
Overall, these hearings ·~!l a!low us to develop a thorough record 
through whic~ to analyze the appropriateness 0: conservation incentive 
proposals, as .. ..re!l as the specific p~oposal .. ..r~icb. is cies<::ribed ·oelow. 
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* ..... '" '" ".. :.s .. ao .. :"5 •• CO:lse:ova:ion :a:,ze:s :0:: 1982. 
In ~his ?~oceecling. ?G&E ?~ojec:ee :~ac ::':s ?=oposed con

se~~:ion p~og:a:s and oudge~ would gene:a:e li:ecycle savings 0: 

att:ibu:ecl by ?G&E to :~e Z:? and ReS ?:og:z=s (~hich a=e ~~e 
subject of a separate decisio~) anc those act:ibutecl to p:og=a=s 
:eco=endecl :0-: =e~\!e':ion 0:' eli::ina.tion in t~is e.ecision. p:oj ec:ee. 
sa~~ngs :0: ?G&Z's adoptee. conse=va':ion p:og:~ a:e 2.~ billion kw~ 
and 335.1 =illion :~e~s. on a li:ecycle basis. we p:opose these 
conse~acion levels as the 1982 ,:a:ge:s. 

we note :~at no: all con$e~ation e$:~~a:ecl by the co:?a~y 
in A.60,153 wo\.:.lc. gene:ate conse::,\·a::'on ea.-:li.:lSs \:..."'lcle-: this p:oposal. 
Xany p:og:a=s :ay not ?=oc.uce :easu=able. tangible conse~;acion 
~de= o~ evaluation :e:hodology. ~e eX?eCt t~i.s ~~ll enco~age 

~nage=ent :0 focus ::esou=ees on t~ose p-:og-:~s :~: pe:-wi: clea: 
evaluation of the co=pany's ?e::o~ee. 

band ~~thin whic~ no ea~ings adjus:=ents ~oule. be :ace. We p-:opose 
to establish a dead bane. 0: S~~ above 0-: below the ta:gets. 

~~ ::scablish a schect.:.le 0: ea:"':1inzs ad it.:.s:=ents. 

che dead band fo-: sas 0: elect-:ic savings. no aej~~ent should be 
=ade :0: eit~e-: gas or electric ea~~gs. ~~ the coopa:y is ~ao:e 
to de~o~s::a:e ?e::o:--a=ce :0 :~e lo~e: l~: 0: t~e dead o~c. 
ea~i~gs sho~ld be =ec~eeci i~'~o ~ays. Gas e3-~i~gs sho~ld be 
-:educed bv $i50,OOO plus an additional 85 :ills :0-: each :=e== " . 
below the lowe: li:i: 0: :~e dead band. ~'ec--~c 6~~~~~S s~o"'~ ~e ....... ""... wQ_ ........ O _ .......... w .., 

red~ced by Si50,OOO ?l~s a~ addi:io~a: 12 ~lls :or eac~ kw~. below 
:he lower li=i: of the dead band. !: the co~a~v is . " able :0 

1i:lit of a dead 
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band, ea~i:gs sho~ld be ine:e~see in li~e A~OU~:S. 
The ea=nings adj~s:=en:s 0: S750,000 at eit~e~ e~d of :~e 

dead banes recognize s~ccess 0: :~ilu:e of the ?~og~ams i~ achievi=g 
Qini~ expectations. :his adj~s~e~: is ~ee at a??roxi:a:ely 
one-~41f the a=o~~: of ea~ings aclj~s==en~s ou:side the dead band. 
Tee elec::ic ea~ings aej~s~e~t o~:side the dead band is intended 
:0 meet the so-called non-?s::ici?sn: 0: cost-effectiveness. 
A??:oaching deregulation 0: nat~al gas prices renders this test 
inapplicable to gas eonse=vation p:og:a:s. r:~e gas earnings 
adjus~ent outside the dead ba~d ~s, therefore, been ~ept :0 
a??:oxi:a:ely 10% 0: c~==ent :a:ginal costs. 
es:i~~:es, the gas ea~ings adj~s~ent is about 5% of the cOSt of 
gas to oe delivered by increasingly costly Alaska ~at~=al Gas 
":::a'C.spo-::ta:ior. Syste:ll. 

* Establish a maxi=~ level for =he adj~s~ent. 
We wo~ld li=i: ::e potential expos~=e of ratepayers znc 

the utility. du:i~g the initial yea: of operation by li:iti~ the 
total size of t~e adjuse:en:. we p:o?ose :0 adjust PG&Z's ea--nings 
by no :o::e than S10 :i1lion ~? 0: co~ based oc 1982 pe::o=--ar.ce. 
~, .. ..... e .. eve.l. ~n :u~~e yea~s should be 

~e p:opose :0 acij~s: ea~ir.gs :0: co~se~la:io~ pe=:o:--ance 
in :he a~:.~l Conse=va:ion :inanci~8 Adjus~er.: (C:A) p~oceecing. 

!he co:pany's CFA app:ica:ion sho~le i~cl~ce savings at::ibutable 
:0 the co:pany's p-::og=ams developed i= acco=eance ·Nith the evalua:ior. 

. ,.: , ,.: . . ,.: 
.~etno~o.ogy ~~s=~sse~ herein a cal~~la:ion of any ea~i=zs 
acjus::er.: :~t is in order. 
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The CVR ?ro~ra~ is a~ er.erqy conse:va-eion prc;r~ which 
saves elec~ricity cy =eeucin~ ~~s~ome= service vol~a~es. Oncer ~JR 
the r.~xi~~~ allowable cus~ome= se:vice vol~a;e is reeuced :=o~ 126 
vol~s ~o 120 volts, or as far as ~ossible while ~aintainin~ a 

voltage 0: 114 volts. ~his reeuction in se~~ice volta~e 

:-esults i:-. -.. e.l· ... ~""e.l e1e- ..... 001 ""_~ ty co"'s·~-.... t" 0'" ...... _ <.., '- ..... '- 10< .. '- ... _ .. );:' .. •• ,..J : 

':!:be CV?. ~ro~=a:: is being i~plemen~ee ir. ~· .... o'phases .. 
Phase ! consisted 0: a reeuction in ~he r.~x~~um volta~e from 126 
volts to 122 volts or as low as possi~le while ~aintai::!.ng the 114 
volts m~nj.~~. This reduction was acco~plishee without si~i:ica:t 
capital invest~er.t oy making adjust~ents to voltage =e~~la~ion 
e~~iprnent wherever possi~le. ~hase:: consisted 0: reducin; the 
rnaxirn~. voltage levels beyo~e what was accomplished ~der ?~~se : ~y 

~~?lerne:tir.q capital improvement as necessary wherever it is cost
e::ective to do so. The ~oal of ?hase :: is a maxim~~ vo1ta~e 0: 
120,v01ts. 

Subsequent to PG&E's initial :ilin;, ane as a result 0: 
cooperative e::orts 0: both ?G&~ ane the ZCB, 
has been ~~de. S~stantial opport~nities :or Phase "i""" ... - co~struction 

in the test year h~ve been identi:iee. AS e result 0: these 
cooperative e::orts, the !CS eoncludee thet a rate 0: return ?e~~lt1 
for CVR is u:-:.eeessa~/ ane would, in :act, ~e counterproductive. 

t ...... i-:'" -,:"f' ooe • .. e- .... ·'·J!.· ... ',; ... II .... , .w, ...... _~ __ ,. .... 

rate base o~ a s~~ple avera~e ~asis. ?G&Z also proposed a ~inor cnan;e 
in Electric Rule No. 2 c 1 to '",hich -:he staff conct:rrec. 

, 
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Tt~~ in its ~:ie: expresses conce:~ that ?G&~ bas ~ailed 
to consider the ~se of tapped dis~=ioution se=viee t:ans:o~e:s ~~on~ 
the list 0: ~ssib1e Phase II ha:dwa:e c~~;es, and the general 
re1~cta~ce 0: ?G&~ to expand CJR to its full cost-effective level. 
TV~~ sug~ests that this Co~ission order ?G&~ to include the use of 

its CVR Phase 
and Phase ::: studies. The record in this p=oeeeein~ does not 
support orderin; ?G&~ to unde~ake such a study, however, we will 
e~ct PG&~ to respond on why such tapped d~stri~utio: serv~c~ 
transformers should or should not ~e usee in the next ;eneral rate 
proceedi:;. 

Si~ila:1y, ~~ in its brief arques that it is conee=nee 

conversion pro~r~~ to the li~~t 0: eost-e::ect!veness. ~v~~ ar~es t~~~ 

supply sice cor~e~ation measures sue~ as CV7. a.~d 21 kV can proeuce 
enerqy sav;n;s wit~ a =~eh greater ass~a:ee tban custo~er-orientee 
conservation efforts and, therefore, should be the first progr~~ 
expanded to the ~ar;in 0: cost-effectiveness. ?G&~ arques tbat it is 
already co~~itted to :~11-sca1e 21 kV conversion. Eowever, such 
conversions are costly anc ~ust co~pete Wi~h other ~ro;r~~ 0: 
hi;her pr~ority such as se=vice to new c~sto~e=s or =elievi=~ overloaes. 
We are satisfied that ?G&~IS CVR pro;:~~. as =evisee~ and 2l kV 
conversion 
manner. 

?G&~ was oree:ed by D.92931 to re~~ on t~e volta~e 
levels in t~e ~onte Rio anc Guer:eville areas sinee ~ec~e: 1978 i~ 
dis~issing a co~~laint case. The =e~o~ indicated th:ee un:elatee 
periods 0: ove~oltage. ?G&~'s witness testi:iee ~~~t none 0: 
the problems 0: ove=volta~es was the result 0: the Cv:t ~ro;:~~. 
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Mr. Erickson, a co~?laina~~ i~ Case (C ) '0030 ·es-~~~~ -~~. ~e • .. ~ ,,,,, ~ __ ... v ....... ~_ •• 

had no ~roble~s with volta~e levels since ~~y 1980. he are satis:i~d 
that the ove~/olta;e proolems in the Y.onte Rio ane Gue:nev!lle areas 
have oeen correctee ane were not attr!~utab1e to the CVR ?rQ;r~~. 

2. ~oce~e~ati9n ~~C S~al1 Powe~ ~~oeuC~!O~ 

I~ D.9110i the Co=mission assessed a 20-~asis ~oint penalty 

:ail~e to a;~:essively pursue co;eneration proje~s~ 
proceedin~ PG&E's witness ~eyer testi:ied that :ro~ ~ar.ua:1 1, 1980 
throu;h June 1981, PG&Z r~s si~ned contracts ~o obtain 246.1 ~h 0: 

power from co;ene=ation and solid waste projects. !~ has also 
si;ned two contracts to purchase 380 ~~ of wind ener;y o~ top 0: the 
14 prev~ously executed contracts to purchase 160.4 ~~ 0: ~ind ene:qy. 
Durin; FeOrua~! and :une 1981, ?G&Z r~s contracted to purchase 
53.5 ~d =ro~ :ou: hyeroele~ric plants on top 0: the two previous 
contracts to purchase 160 ~~ 0: hydroelectric power. ~hese a~~ev~~ 

fall si<;:,,":':::'~tJ.y sho~ of -:.'"le 500 X-"; 0: -:.e,{ eoge:-.c:-atior. ca~c::'-:y ~e Ccc:'::'.:.ssi~ 

......... ,..-e:: ....... - ca ........ ,c~-· ..... "'eso"-es ....... S .... -·SS .. O ...... ~e' C/"'I ........... - .... ~~-:e ... ,.." ~1iW.. w. ..... 'Wf\... ~ .'-~ ... _ tM.oi-~ ---...... ~...... - ••• ~ ~ ...... ~ _.J:T-..... ,.. 
PG&~ states that other i~dicatio~s 0: t~e co~prehe~sive~ess 

of ?G&Z's pro~r~~ ane , .... 

2. 

The :i~a~cial analysis 0: co~~~te: ~=o~r~~ 
(Exhibit 140) e~ables a ~rospeetive 
co~enerator ~o provide its o'~ co~:~de~~ial 
fi=e~ci~l data a~e related i~:o~tio~ and 
:or a ~o~i~al cost (less tha~ S70) be 
provided a :i:a~cial a~~lysis 0: co~eneration 
alter~atives. ~e pro;=a~ is s~::icie~t1y 
:lexible to provide financial a~alysisl 
ass~~in~ a variety o='~ixes 0: i~vest~ent 
resources, i:c1udi:~ ?G&Z's e~uity. 
The Envi:o~~e~tal ~e~latio~s ASsistance 
Prot;ra::o. is oein; ciistrioctt!c' a~e will 
aevise prospective co~e:erators 0: 
e~viron~enta1 =e~latio~s a~e pe~it 
reqUirements. 
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3. In ~.92i92, over opposi~ior. oy s~a:: ane 
~h~-~ ~~--~·s -~A Co---ss~o- ~~o~-e~ ~ ........... ~ ..... -.. ........ , ••• "W "1.,,1.. ... •• ".."..., ~~ .. 

?G&~'s proposal a~~ho=izin; an ir.cer.~ive 
;as ra~e :or eo;enera~ion. 

~. Actively s~??Or~in; ~ene~er.ts ~o the 
:~el Cse Act to si~pli:1 the ~se 0: :ossi1 
fuels :or c~ene=ation :acilities. 

s. :r.creasing its co;er.era~ion ane s=all p~~er 
proeu~ion s~a:= to ade~a~ely i~pl~ent 
its co~?reher.sive ?ro~r~~. 

6. ~e~ainin~ Resource ?la::.in; Assoeia~es 

7. 

(~PA) ~o esti~~~e ~he c~eneration 
poten~ia: within its service area. Sta:: 
described the R?A s~udv, distributee in 
Janue:y 1981 as "reaso;'ably cO::'lprehens:'ve" 
and t!'le Hoest" do::.e =ecently or.. 
co;er..eration potenti~l ·~thin ?G&Z's 
se:-.:ice area. 
:urther encouraging tbe~ally enhanced oil 
recove:y co;e::.eration ?rojec~s (ane 
thereby seeki::.; to add to the 66 ~~ al=eaey 
contractee :or) by, ~~on; other actions, 
retain:'n; a consultant to ieer.ti:y :~:ther 
oil :ielc cogene=ation projec~s ane 
es~ablishin; an Oil :iele Tas~ :orce to 
coordinate companjHide e::o=ts on oil 
field recovery projeets. 

8. :nvestigatin; al~ernatives ~o the 
residential co~e~e~a~ion :easi~ili~'l 
st~eies. ?G&Z is ~re~a:ee to ~roceee 
with the i~ple~entation 0: a e~o:st:~~ion 
...... ojec· '·s· .. ,.. -a-"-"''! "'as ':··L>.'!eA e ... ,.. ...... es ;f- ,. ....... " ~- ir. ..... ""'""_ ":1 ---...... -- ... ...,..... ., 

9. :ncl~ei~; in i~s reso~rce pla~ throu;h 
1992, 661 X't7 of cogener~tio~ ~ne solie 
waste resources. This, howe'ler, eoes ~ot 
re~resent an u~per li~it. As additional 
projects beco~e ~o:e econo~ical11 a~d 
fi~aneially feasible, ~hey will be aedec. 

10. Encouraging cogenerators and s~all power 
procuce~s to enter into cont:aets 
~e~ei~; a =i~al ee~e~i~a~iQ~ i~ o:~ 2 
~v O~':A"'~-'" ·0 -o~~':v ~- t~e ~·s~-~-':o" r",;. _ .. _ ........... ~,. .,. ~--.l' ~-- ... ~- ..... .-...--- •• 
0: the coqene:ato:, pre'liously executed 
cont~acts to incor~orate anv n~~ cont:act 
dee~ee app~opriate-by ~he OZR 2 decision. 
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11. ?:ovidi~q prospe~ive coqenera~ors price 
of:erinqs, con~rac~ :o~s, i~te:con~ec~io~ 
~~ieeli~es; a~e o~he= ~~:o~atior. 
necessa~! ~o e~courage co~enera~ion. 
Staff further :oune ~ha~ ?G&Z has 
"ent'husias~ically o::eree to process 
co;eneratio~ applications, a=s~er 
~n~~iriesl a=e ••• ~e~o~iate co;ene:a~ion 
contracts." 

12. ~~eeiate1y an~ posi~ively responei~g 
~o the ~eco~encla~iQ~s :0= :~:~ne= a~io~ 
proposed ~y staff's direct testi~o~y. 

S·~~~ ""~~ess ~~a~b~-V ·es-~~~e~ -h~· ~~~~'s ~,..... __ f'ttI..... .._ ... ..- ... _. lw w ___ ..... ...... ~w ..... 0' ... 

has been aee~uate in e~couraqi~g co~eneration projeets durin; 1980 
ane that this per:o==ance has eontin~ed into 1981 at an enhanced 

level .. 
~o~e-e~a-o-s "0 s~~n eo---~~ts ~~ .. e s· ... a~ .. ~_ ··_~-... -.. ess ~~l ... ~-·es ........ • ... s '- ... •• .. .... ... ....... ............ I _ ,. ;.;<; ,,"" 

necessary to consider the major hurdles confronting co~eneration 
activities. 0: the six hureles listee by sta::, ?G&Z has control 

1. ~he cooperation of ?G&Z in presentinr; 
erice offers, standard. eon~racts, 
technical assis~ance i~ ~at~~~s s~e'h as 
i::tercon::ec-:ion, ar.d also ~he '''''il1i~~ness 
~o ne;o~~a~e alte:nate cor.~=aet te~s 
·..,hen des i:ee bv t.he '!"I::os'Oecti 9/e .. ~. 

2. 

3. 

4. 

eo;ene:ato:. 
Gove::~~e::~al r~les ane re~~la-:ior.s which 
the prospee~ive eo;enera-:o: ~ust co~ply 
with (local, state, ane federal) • 
Financial viaoility.. ~he co~~~eratior. 
"'~"'~ ... ';t.f .... ·st 10. ... "''''' ....... ,._ •• 'JflJ, ~,j .... ~ .... "'~~'y 
,.. ............ t". ;..Jff; ~- .. -~'- ..... -- ...... #~.~'- .. ~ .. -

:0:: a eecision ~o COQenerate ~o ~e ~ade. 
"'~';s "s"a"y -e"r:s ... ~~ .. • .... e '"'It"I-e~-~'" •..• ... -....... .I~"". .",,-..w" .... ]:'..., .......... . 

cogeneration ac-:ivity ~~s-: show p=o~ise 
of a verv short 'Oavbac%, as sho::t as 
th:ee yea::s 0: less. 
Concern that p::ices paie :or gene:atee 
e~e~·-.e';·v "'~~ • .... e eo~e~6-·"'o-'s &"e' J. '- *-_... .. - J u. ... r;..;.. ..... ~ ... ~ - I;;. -.. .. ..... ... 

costs (e.~., qas or oil) will ehan;e 
differently and adve:sely wi~h -:i~e • 
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5. Competitio~ ~ith ?G&Z's principal proeuct 
lines for financial and other corporate 
resot:rces. 

6. Co~eneration project capi~al reqt:ir~ents 
are qt:ite lar;e in proportion to t~e fi~fs 
annual capital bue~et~ 

Since the issuance 0: ~.9ll07, the staff observed that a 
n~~ber of significant chan~es have occurred ~hich may bave the 

~desi:able effect 0: slowir.; tne decision-ma~ir.; process of 
potential co~ene:ators and s~ll ?Owe: proeucers. ~hese factors 
include: (1) the uncertain future 0: Feeeral Fuel Cse Act restrictions 
on power plant use 0: natural ;as: (2) impenein~ chan;es 0: :ules 
and possibly prices in the Co~~ission's Or.? 2 p=oceeein;~ (3) possible 
i~provements in federal tax treatment of capital plant expeneitures: 
(4) possible relaxation of enviro~~ental restrictions: ane (5) the 
exceptionally hi;h level of interest rates eurin~ the past year_ 

Based or. the above reasons ane ?G&Z's encoura;in~ 
per:o~~nce in 1980 ane 1981, staff witness Flaherty reco~~eneee that 
the 20 basis point penalty or. co=~on e~uity ~e discontinued. 

evaluation of ?G&Z's co;eneration pro;r~~. Althou;h Zner~1 Co~~ission's 
staff fines ?G&Z's per:o~nce, thou~h ~~p:ovee, s~bstantially less 
effective that i~ should be, Z:e=~y Co~~issio='s s~:f oeli~/es 
that the ~ajo= deficiency in the ?G&Z p:o;r~~ is :~e lack of 
willingness on ?G&~'s par~ to enter into an equity posi~ion on 
economically feasi~le cogeneration proje~s. 
this reluctance on ?G&E's part ~o invest its capital on co;e:eration 
projects the Energy Co~ission staff offers the :ollowin~ 
recot:":neneations: 

1. ~he Co~ission maintain tne 20 ~asis point 
penalty ~eca~se of ?G&E's unsatisfactory 
per:o~ance in signin; ~p new cogenerators 
and that it ~e removed only upon signin~ 
, 00 ~.; 0& '"'e'" "'o"'·'"'a-s ..• .: ..... e-·':·v • ."l." ..... fIf "" ..... _~ ft.Iw.~ "\iaIII"-1f/i 
invest~ent or joint owr.ership by ?G&E. 
~his coupled with the incentives and 
penalties in Marcus' testimony sbould 
provide ade~ate incentives fo: ?G&E 
equity ownership. 
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2. Alon; wi~h the activi~ies which ?G&E 
~=~ently has unde~ay to eneou=~;e 
private development 0: coq~ne=a~ion, 
PG&E should aqqressively invest its 
capital in coqene:atio: projects. 

3. ?G&E be re~ired to o::er this e~i~y 
capi~al and joint finanein; of ?rojee~s 
assistance in a ::".ailin~ "to 'the ehief 
executiv~ officers 0: identified 
potential co;enerato~s." 

,. ?G&~'s &~-~~~·a' ~-a'vs·s --~e' s~o"'~ ~ .............. __ .. .... ~ -. - .... ~... .. --.. -
be modified to accept flexible capital 
ar~an;emen~s between it and the ineustry 
rather 'than solely ~=ivate capital 
investment. 

Althou;h PG&~ has reduced the level 0: coqene~a'tion 
projects in its latest resource pla:, ?G&E contends that such action 

health is restored, it is · .... illin; to proceed · .... ith cos't-e::eetive 

1 
that consieeri:; ~~e ~a:y unexpe~ee p=oble~s =elati:; to co~e:e=ation, II 

?G&E's per:o=~ance ~as not bee: u:=e~so:able, ~a:tic~la=ly in li~ht I 
t 
t 

0: its c.evelopr:tent and small ~ydro resources. We "..till 

there:ore not renew the co~eneration penalty. ?G&E has lost S14.4 

million which will never be recovered. 

efficiency, the Co~ssion will a~ain eonsiee= a ~nalty. 
We shall =~~ire ?G&Z to file wi~~in is eays a plan to 

expeeite develop~e:t 0: co~ene=ation in its se=viee a=ea. This 
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pla~ sboule incluce techni~ues to ove~co~e the ba~~ie~s to ~o=e 
rapic i~p1e~entat!o~ 0: co~enerat!on notec by ?G~Z c~=ing this 

~~ proceec..n;. 

?G&E in its reports cue Y-ay 1, 1$S2 ane ~ove~be= 1, 1982, to snow 
cause why a cogeneration ?enalty shou1e not be reinstateC. 

?~.~ -_- "'''';:0..4 ':'0; .... .( ...... - S Q a ... c,· ":" 2 _ ..... ..." ____ \.I.. ~ •••• ~.", .. '" ." ... _- , 

E?R: wo~k ~o a::oca:e =o~~ E??': ~~nc!!~~ o~ CO~~~~la~!on-~e:a~ec! 

~esea~c~; ?C&~ s~ou:c! a;;~ess!7e:j see~ cos?onso~s and ;o7e~~;:en: 
~~nc.!::g. 

S~a~~ wit~esses c. Wac~el: ana R. ~os~! were 

~hey were also critical 0: PG«Z's overbroae 
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RO&O repor~inq are oest acco~?lished oy :ur~her i~!o~l co~~u~i
catio~s be~wee~ staff a~~ ?G&~. 

the Co~~issio~ is deeply co~cer~ed ~y o~soi~g evide~ce, ~ost 

recently ~"la -:. PG&:=:' s 

~=io=ities. Co~crete steps ~us-:. ~ow be take~ to ensure ~"lat ~~e 

utility's RD&O ?=o;ra~ is more ~~~ a grao oa; 0: disjointed 
projects. 

PG&E is required oy 0-92940 in 0:: eo to s~mit a~~ual 
reports to the Co~~issio~, describing its res?O~se ~o criticisms 

1982 • 

PG&Z's ?rogr~~ ane 
criticisms 0: ~&D 
copies 0: tbe ~&D 
descrioee below. 

management respo~ses to ~e CY.P report's 
(CY~ report at V-12 to V-13), a~d to ?rovide 

w~ concur wi~h wit~ess Waddell that ?G&Z's definition 

utilities ~ut we do not oelieve it would ~eanins:ul to atte~?t 
to arri~e at a i~su::ieiently developeC de:ini~io~ 0: ~&~ in 
~his proceeding · .... here it is i:\?Ossi~le to devote ~!':.e necessary 
time ~o 
on this issue. 

resources i~ i~s ~&~ planning. 
priority system is a laudaole :irst atte=.pt to synthesize 
im?Orta~t eo=?etinq cO!'lsideratio~s. 

In order to resolve 
PG&E and o~er utilities to 
the Energy Co~~ission sta:: 
partici?a~ts will reco~~end to the Co~~ission appropriate revisions 
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to t~e ce:i~ition 0: RC&~ and ~ syst~~ :or setti~g ~&~ priorities • 
~e ey'?ect these reeo~~endations ~~t~~n :o~ ~onths ~:ter the 
effective date 0: t~is order. 

:n t~e interL~, ?G&E will ·~~'v -~e ~o"o····~- s·_&&-Q::'~... ..... __ • ,.. •• ,,': ... WI __ 

developed ~~ideli~es when eval~atinq potential ?~&~ projects: 
A. ~he project should support ~~e RD&~ o~jectives 0: ~~e 

~tility and tbe Co~~ission. 

the then existin~ envi:o~ental re~ulations. 
B. ~~e ~rojeet should lead to enviro~~ental i=?rove~ent ane/or 

increase safety. 

C. The projeetshould support ~~e Co~~ission's eonse~Jation 
o~jectives and ?ro~ote conse~Jation ~y efficient recOurse 
use, and by reeueing and/or shiftinq syst~~ loae. 

~. The ?roject should help to develop new ~eso~:ces ane/o: 
proeesses'and to advance supp!y tee~_~ology. 

'=' -. 
1:' . . 

o~ t~ose concepts w~ich have a low ?ro~a~ility 0: suecess .. 

r • ... 

p:,o: ects) 
p:,o~ectz. 

~~5 ~~, OO~ ·0 CO~·~~--"""~ )V~_.) \.J... .."1 ... '" 

~~g:. ?:,ess~:,e zod~~ va?o:' l~g~~s. 
3. ~~scella~~o~~ 

1. ?:.~?:.. 
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Wit:ess Spe:t~s ~ll~es tbat PG&Z has violatee the 
:ollowin; sections 0: paRP;" by p1aci~; certai~ p:intee ~tter i~to 
toe customer oil1 or sbarebolders dividend envelopes: 

"Title :L section 113 Co) (51 

"Adve=tisin; -- ~o elect=:'c utility :'lay recove= 
:rom any person other tr~n the shorebolder (0: 
other ow:ers) 0: such uti1i~y a:y direct or 
i~ei~ect expe~eiture by such utility :or 
pr~otiona: or 201~tical advertisin; as 
defined in sectio~ 115(h). 

""""tle ... .... &' section 115(1":) (selections) 
"(;..) The ter::-. '~c.vertisi:l;' ::'leans the 
co~~e:cial use, by an electric utility, 0: 
a:.y media, i~clud::; newspape=, 2:intee ~~tter, 
radlo, and televislon in order to ~ra~S::'ll~ 
a ::-.essaee to a s~bstanti~l nu~ber 0: ~~be~s 
of the public or to such ~til!tv's eleet~~c 
eonsu~e:,s • 

"(a) The te:::'l 'polltical advertisin;' ::-.eans 
any advertisin; :or the purposes 0: 
in:lue~cin; public opinio: with respect to 
le;islative, administrative, or with respect 
to anv controversial lssue 0: ~ublie 
ir:''roo:-tance. ,/ (E:::.phas:.s aec.ed.) 
Spertus states that the cos~ 0: cistribu~i~; ~bese 

~essa;es would be coesiderably bi;her to ?G&Z i: ~~ did ~ot pic~ up a 

by includi:; ~he PG&Z ?ro;:ess in sucn ~ailin;, i~ deprives sale and 
usa~e 0: such space to o~he: adve:tise:s. ~he poli~ical aeve:tisi:; 
~hemes that Spertus re:e:s to are the need :or p:o~Pt lice:si~~ 0: 
Diablo, the need to take Canadla: ;as, the need :0: ~~p:ove~e:t .;...... 
?C&E's =egulatory t:ea~ent in order to ens~e :utu:e electric supplies. 
He :eco~~ends that ~he Co~~ission disallow ?G&E the ~aili:~ costs :0: 
its custome:s ::'lonth1y bills a~d sha:eholde:s divicends because they 
are eiree~ or inc.i:ect expenditures :0: political ad~e:tisi:g and 
further to institute a ~eehanis~ :0: physical p:oeuctio: 0: bill inserts 
anc. :0: -~e w~';t·~~ ~~~ e~~-l'-~ o~ -~e ';.-... ~o .. ~.-.. ~~~_·o~ ... co~.~a ... ·-•• AA i~ .. ,-... ~.e-..• ..... _ ......... " ...... 1..0. ............ " .. ........ ~_ _ _ .... _ __ _ ••• 
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Comcission did not adopt the ?~~A advertising standards. ?G&E states 
that the Co~ssion. in conSidering whe:he: it should adopt the ?~~A 
standards, :epo:ted to the Depart~en: 0: Energy (DOE) that oy Public 
Utilities (?U) Code Section i96 and adoption 0: the use 0: FPC Acco~t 
426.4 0: the U~i:o~ Sys:~ 0: Aeeo~ts :or ?~~lic Utilities and 
Licenses, it co:plies wi:n the ?~~A standard on adve=tising. ?G&Z 

, 

argues that the Cali:o~ia code provisions. ~~li~e ?t~A. do not incl~de.: 
as political advertising. the discussion 0: controversial issues 0: 
public i~ortance. PG&E f~rthe: argues that eve~ i: the Co==ission 
had adopted ?URPA de:i~i:ions of political advertising. the:e would 
be no violation since PG&E's stockholders pay fo= the cost 0: the PG&E 
P~og;ess and sharenolde=s lette=s. and there is no prohibition agai:s: 
use of billing or dividend e~velopes to distribute s~ch =aterial . 
PG&E further ar~es that virt~lly every exa=ple 0: alleged political 
advertising in the PG&E ?~2~e$$ fits ~ithin one 0: the exceptions 
in ?URPA. Section :15 (h) (2) and that the re~edies ?roposed by 5pertus 
were unsupported and in so:e cases ~co~stitutional. 

We are pe=suaded that T~~'s ar~ents ~~ve solid conceptual 
:e=it. Roweve=. for the reasons whic~ follow. we decline to 
i=?l~ent at this ti:e the access :ec~~nis~s which ~~~, p~O?Oses. ~e 

also shall not ba: PG&E :roQ continuing to Qail 
billing and dividend envelopes. We do not r~!e 
such action in the future, however. 

0 ··...... 
out 

the ?=og=ess in the 
the possi~i1ity of 

Our analysis be~ins ·~th the question of whether this 
Co:cission adopted a ?UR?A standard ba==ing the utility :=o~ =ecoupi~g 
:roQ ratepayers costS associated with ?oli:ical advertising. In its 
~ove=be= 8. 1980 ?u~A co:pliance filing with :~e Depar::ent of Energy. 
the COClission add=essed the question. "::loes the Ac.ve:'tising Standard 
that you had adopted re~ui=e 

115 (h) (1) ane (2) or 304. ('b) (1) anc (2) 0: ?i.I~A'Z" The eo=':ssion's 
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a.nswe: was "Yes." ·We feel ~t is elea= that :~is C¢~ssion has 
., ~". - ~,,, ... ..... ,~ ... es 0" po' ...... ""a' ____ .• _ . .~~_w. 

advertising eX?endit~es :=0: =atepayers. 
we next ~st ask ~he:he,:, ?G&E e~gages po'.: .. .t ca": .... ~... .. 

ac.··~e-"~s"-~ ':n "~e ~-o~ess VI ... '-... " •• 0. .... --.tit... .....~ II :i:e, 
?G&E does engage in s~ch advertising. we need only look at :~e 
July, 1981, Progress Which !t~, appended to its o=ie:. ~~e eeitorial 
there contained a lengthy c=itiq~e 0: the so .. called '''0:: ga.s" 
=e~~i=e:ent :andated ~y Congress in the 1978 ?owe=?l~~t ane :ne~t=ial 
F~el Use Act (?!FUA). !he editorial was obvio~sly 
?~=?ose 0: ~n:luene~~g ?~~l~c o?~n~on ·~tn respect to legislative ... 
0= .. II since .: .. ..... Ca::le a: 

co .... .:·· .... c .. .: 0'" .... ,.; ........... .. 
·~th tax and b~cige: :at:ers. (~e nO"e Con~ess c. ..... ~ .t ... ~ _~ac~ ··o ..... e ..... 0 .. ... ·0- .... -- -" 

te~nate 
,. . .... ) "0"'" ...... I"." es '*' _ "'*'-_ ..... - " ~e have to state, 

candidly, that we thin~ PG&E's pOSition on this issue was correct. 

pointing O~t the expense associated with the 

fact that, fro: t~:e :0 ti:e, ::'e ?=og=ess co~~a~ns ?oli:ica.l co::en: 
on i=?o=:ant a~c con:rove=sial iss~es 0: ?~blic ?olicy. !: ~e are :0 

aehe=e :0 the standa=ds ~h~ch Cong=ess has se: o~: :or ~s ~n ?~~A. 
we :us: =eco~ize political s?eech for wr~: i: is and act to e~s~=e 
that ra:e?aye=s do not ~e:? the ~ti:it7, ~~_·-.. ec~~_'~ o~ ~~~~~ec-'''J !". -.I" ........... _- ...., 

:eet the costs 0: :ailing 0= e~s:=ibu:ing s~ch s?eech. 
It is frequently s:atee b7 ?G&Z t:'at :he =ate?aye=s face 

no ex:=a cos: because 0: the ?=ogress. ~- ':s s-a"e~ -~~- s~~-e~o'~e-s _ '- __ .. '- .. w.~_ .......... _'- _ 

and eoes no: cause any ext=a ?os:age costs. (Postage is ?aic for, 
as is the case ·~:h envelo?es, by =~:epayers.) We ac~now:eege that 
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no ex~=a envelo,e 0: ?ost~ge costs are i~cu=red. Tne :a~lacy ~~ 
p~IS posi:io~, however. is its i~?licic cl~i: :~at there is ~o 

*/ other use to ~".,hich the "extra" space ::ay be ?ut.- We thi:lk there 
are or :lay be ::any other c.ses for the "ex::-a" space. Tna: s\:.ch 
space could be sold to public advertisers vNitho\:.t a~y extra 
postage cos:) at once de~onstrates that the space surely has 

•• «; •• / 
eco'llo:ri.c val..;e.':":' That economic "value" belongs to the ratepayers, 
w~o create the space by paying :or the envelope and postage. Use 
of the space :0:: the Progress instea.c 0: so'Qe o:her.pu:,?oses deprives 
the ::a,:epaye::s of that "va.lue," which they o'..rn.. Since?G&Z ca?:tlres 
t'l..a~ .. "value" ~.~ t· ... ou .. cha-ere OJ. - to_... .. .. "'c", .: -..... 
ratepayers. We believe such recovery is =orbidde~ u~der ?L~A. 

~.. h l' ... we sa ... eX?a~n 
:0 ".N'hich :he "extra" space cay be P\!:. i::. order to s:.O'N that there 
defini:ely is a cos: which ratepayers a:-e forced to bear 'Nhen the 
Progress is :ailed 'Ni,:h the ct:S,:o::er bill. . TIiR.,X in:rod\:.ced into the 
record re~:-ks :ace by PG&E's Y~nager 0: E~ergy Co~se=vation anc 
Services a: the COCQonweal:h Club on A?:-il 2i. 1981; 

"'!' ... ~en it: comes to :::l.l:::-keting cO:::::l\:".icat::'o~s the 
se~ngly ~exci:ing ~edi~ 0: o~r bill o::e:::-s 
a s\:.=?:::-ising aQO~: 0: pull. Ta~e the case 0: 
our f~=nace filter ?ro~otion. we ~d planned 
:0 =un a bill i~se=~ ?=ooo:ing ~ 50 cents of: 

& ~ -t~ ~ coupon ... 0:::- .urnace :~~:er re?~ace=cn:s. 
':!o .. · .. eve.... .. .... e C? .. ·c ?-e"" .......... e,.: - .... e ... ~,.. ~ "'se--•• w .... , _*. ..v - ~""r''-" '- -. •• t.II ...... ,.. ••• _ 

~ith a legal notice ana ~e hac to reso:::-t :0 
newsp3.pe:::- ~dver~:'sing :0 ?ro~o:e the 
cer:ific~te. S?ending about $:50.000 'NC . 
~naged to get 29.000 ::ecie~ed. Six :on:hs 
later when :iQe caQe to change the filters 

We de:ine s\.!ch "ex::-a" space as the space :e:1a.i:-":'ng i:l the 'oilling 
or dividend e:lvelo~e, after inclusion of the :onthlv oill. dividend 
check and/or re~\.!~=ec legal nO':ices, :0: i~cl\:.sion of o:her 
~terials up :0 s\:.ch total envelope ~eight as will no: =es~l: i= a=y 
acci:ional postage cost. The "extra" space is the space "".,hich the 
P~og=ess now occu?ies. 

,~'r TJ?...~ alleges the "extratf space in Kansas Gas and. Elect:ic billing 
envelopes is now being sold, withoc.t objection by the p\.!blic. :0 
co=cercial ~dve:tise=s as a :eans of raising revenue to offset the 
utility's :-eve::.ue req~ire:ent . 
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again we ran t~e bill i~sert :or Si,OOO anci 
got 23.000 co~~~s redee:ec. So obvio~sll 
...... e b': 1" .( ... se ....... .( s -"Io.e ",;a·; "'0 "'0 If ........ _.. .... .. w....... ,/ "- 6. 

that the ?rog;ess ca~ses ratepayers to bear. 
obviously chose to :ail the ?=o~ess and the 
ttia:2. the legal notice a:2.d the use:~l :u~ace 

PC&:' s ::a.na.gement 
legal notice, rather 
filter replacecen: 

procotion. As a res\;lt, ratepayers '..1ere forced to bea= the costs 
.t:. ~,: • • .t: .. '- •• .. .. • .. u ,..,,' .. o. ~:2.e_.lClent use o~ ~~e o~~~~ng enve~o?e. ~se 0: t~e ex::a 

space for the ?~og=ess deprived rate?~ye=s of all the savings 
inherent in eonse~;ation, i.e .. in the \;tility's selling less gas 
d~e to core efficient fu~ace operation, 

?G&E would at the very least have to pay fourth class bulk 
~il rates :or the ?rog=ess if it did not mail it -Hi:h the ~~tocer 

It is this cost whicb ?G&E i=?roperly recovers, albeit 
indirectly, from ratepayers, who are cleprived of the value which 
their expenditures (:or postage and,~velopes) have created. It 
is not content that we are c~ce=ned with. to 

re~e:ber is that' we have no way of knowing h~~ ~~y ti~es in the past 
PG&E was (or how oany times in the future it would be) forced. due 
to incl~sion 0: the ?=og=ess, to ee£e= a Qore e:ficient ~se of the 
"extra" space i:'l the 'oi lli:lg e:lvelope ·..;rhich ·..;ro'Ulc! have saved (or 
ea=ned) :oney :0= =ate?ayers. 

!be sa~e analysis. howeve~. car~ot be a??liec to ?G&Z's 
?rac:ice of :ailing the ?=ogress in divide:d envelopes. Although 
:light be said that =atepayers tech:lically "¢"Nnft the "extra" space 

.: ... ..... 

the dividend envelope, it car~ot be said that econocic (as opposed to 
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political or p:'opaganeistic) "value" is bei:lg los: ~o ratepayers 
as a result: of inclusion of ~he ?~o3!ess i~ :ha~ space. woile it is 
certainly conceivable that the "extra" space in ":he 'oi::'ling envelope 
could be sold to would be advertisers. W~ are ~o: a~are 0: 
co~orations selling space in their cividend 
envelopes eo would be aevertisers. By contrast. the nor=al and 
customary practice is for corporate ~age=en: to cOQQUnica:e ·Ni:~ 
shareholders when dividends are distrib~ted. !biz inures :0 ratepaye::s' ! 

I 

benefit, a: leas: in part, beca-.:se i t all~Ns :0:: capital :0 be ra:!'sed .1 
• • . ~ i 

privately, without ratepayers having :0 put capital up ==on: for "utili:yl 
I 

operat.ions. We cannot see any real "oppo=:uni:y cos:" associated \ 
with ~iling ~he Progress in the dividend envelopes. 

Raving come this :ar in our analysis, we next ~us: ask what 
s":eps we should take :0 bar ?G&E from recovering :rom ::atepayers a 
cOSt of its political advertising or, al:erna":ively stated. w~~t steps 
we should take t.o utilize :os: efficiently for ":he =atepayers' benefit 
the "extraH space occupied by th.e Progress in -:he billi:lg e:lvelope. 
We see a n~be:- 0: ~ossibili~ies and a bos,; 0: p=oble:s :or each 
possibility. 

One ?ossible solution is to ban tbe Prog=ess e:l":i:ely. we 
a:e inclined to believe that such ac';ion is consti":utionally ?e=:issible: 
as a p:-ope:- "ti::le. place and ~nne:-'· :-es::-ic:ion on speech t:ha:: ~ot!lG 
be allowed uncle: Consolidated Edison Co. v. Public Service Co:=ission 
(1980) 447 U.S. 530. Tne:-e the high court stated :he well established 
p=inciple tbat. the gove~en: =ay i:pose :i~e, place and :anne:
restrictions on t~e exercise 0: speech where s~ch restrictions "se:ove 
a signi:icant gove~ental inte=es: and leave ~le al:e=na:ive 
channels for coomunication. [Ci-:ations.}" (g. at p. 535.) The 
signi:ican~ gove~ental in-:e:-est :0 be se:oved by an ac:oss ~ board 
b~~ on the P~o3~ess in billing envelopes is the i:lterest identified 
by Cong:ess in ?u~A, naoely. saving :-atepayers ::o~ having :0 bear 
the cost, directly or indirec-:ly, of utility poli":ical aciver-:ising. 
As deoonstra:ed above. that cost is ::eal and. although as yet 
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unquantified, potentially enor=ous, ~he:he= vi~Ned as the 
"oppo%''l:un:i .. ;y cos't" of foregone =eve:lue 0= oecerwise. We also oelieve 

there are acple alternative means by ~hieh ?G&Z may broadcast 
d ' 'b " . b" ~ or ~str~ ~te ~ts V-_~NS to tne pu ~_c. 

But ~e have to ask i£ such a ban ~o~ld ~lti=ately be i: 
h 'b' A ,." ':)1"" '" - • ':) do t e ratepayers est ~n'terest. ~ ~t ~s now, .~~ s .rogress es 

contain :roQ ti~e to time useful in:o~tion abo~t eonservation 
?rogr~, cost saving measures, Co:=ission action a~e' t~e li~e. 
!he cost of co~osi:lg ~d printing s~ch infor:ation is bo=ne by 

shareholders. Such benefit to ratepayers must be ~eighed against 
the "opportunity cost" borne by ra:cepayers. It is' t::lclear at; preseu'l: 
how that balance should be s:r~c~. 

Even more i~ortan~ly, it is ineUQbent on !U1t~ to de:onstrate 
whether it is ?e~ssible to ban the Progress entirely i: we s~ly 
intend to use that " extra" space for conservation :::tessages, or other 
speech, cocposed by the Co=:dssion, i:lterested p~blic participants 
such as TUtu, or other parties. !his =ight si~ly be a s~stitution 
0: one fo~ of speech. for another, a preference for gove~entally 
sponsored or gove~entally allowed speech, Such a pre:ere:ee could 
be more dangerous than the evil which ~~1l~ seeks to co~ect. we 
believe it :::tight be invalidated for the reasons the content-basec 
regulation (a ban on pro-n~clear speech) was invalidated in 
Consolidated Edison. T~is is a ~roble~ to ~hich parties li~e ~u~~ ~st 
devote greate: at~ention if ~e a:e to a::ive at a pe==issible :::teans 
0: more efficiently usi~g t~e "ex-;ra" space in billing envelopes. 

A second possibility is t~ eoploy a p~blie aecess ~ec~is~ 
si~lar to what ~1l~ proposes. !n othe: wo:cs, for every political, 
Qessage PG&E pro~agates in t~e Progress, we would allo~ r~lL\ 0: other 
consUQer gro~ps to reply. We realize s~c~ opport~ities to reply a=e 
already provided by private :edia, 3~t we are concerned tha~ we may 
lack the expertise, staff resources ane/or public =a:date to devote 
ourselves to the task 0: identifying what is or is no: political 
speech in ~~y given instance. we also are concerned that we do not 
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have i::. place a :ai: ~echa~is~ :0:: eete==i=.i=.c; jus-: ...... ho sho"le be 

allowec to respone to ?G&Z. Sboulcl i~ Oe ~~jK~? Cali=o=~ia 

~a=ufaetu:-e:s Associatio=.? Califor::.ia Retaile:-s Association? 
Citizens Actio::. ~eaque? Pe:haps ...... e shoule allow for a lotte::y to 
dete~ine sucb op~:tunity to :-espo::.e. Eoweve:, ...... e think this ~oule 
sL~ply :-esult i=. chaos ~=.e confusio=.. A;ain, ...... e think this is a 
probl~ to ...... hich TU~~ 'has ;iven insufficient attention. ~U~~ 

A tbi:e possi~il~ty is to c'h~:-~e ?G&~ a fee for use of 

the "ext:-a" space whenever it i=.c:.:.lc;es in poli-:ical speec'b. ~;ai=. 

we see p=obl~.s i=. identify:':; what is 0= is not political speech. 
We thi~k it possible that inn~~e=able 'bou::s 0: 'hea:i=.; ti=e'would 
~e devotee to iee=.ti:yin~ ~~at fee shoule ~e cha:~ee. Given our ~=.y 
othe: tasks, we eo =.ot thi=.K t'hat would be ~:oeuctive. 

A fou:th possibility is to auction the e~=a space 0:: to 
the highest =e~utable co~~e:-cial aeve:tise:. We i=.vite ~~ to 
repo:t to us ~o=e f~lly on the experi~e=.t u=.eerway at ~ansas Gas ane 
Electric. ...... .... this 

~ills ~us-: ~e exploree. Such aeve:tisi=.~ woule be si~ila: to the 
Yellow Pa;es space sole by telephone utili-:ies, except t~t the 
space available W'oule o=.ly be the "ext:a" space as eefine<: a.bove. 
We think it possible tbat a siC;=.ifica=t ~~o~t 0: ~oney could oe 
raised ~y this ~eans. We also thi=.k it possible that eevotin; ~he 
"extra" space to co~e=cial speec"::. solely :or purposes 0: reve~ue 
generation to o::set t'he rev'enue recr.:.i:,e::o.ent · .... oule avoie -:he 
ei:ficult :1rst ~~er.~~e~t ~roble=.s associated wit~ the :1rst three 
possibilities e1scussee above. 
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or any o~her inte=este~ pa=ty to :ile an applica~ion ~it~ ~~is 
COc:::lission with a p=oposee solution to the "extra" space proble::L. 
!he application ~o~ld seek an o:eer f=o~ ~s to the utilities. s~ch 
as PG&E, that they 7.!tilize the eeono::lic value of the "extra s?acefi 

oo=e efficiently fo: :atepaye:s' benefit. We caution, howeve:. t~~ 
we ~~ll ~ot li~h:lv ado~t such an oree: and that the consi~e:able 0.. • 
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2. Eq"oJal E::p loymeut: 
"'-"'o--~'''''' ..... (~O 1,.J't-J ., ....... ~., .... '-' "I .., ..... 

The s~a:: accou:~ar.: reeo::=.enc.ec. :ha.: e~e"' •• ~·_·-... ~~-... es -ela·~"'~ ·.or I"i. - .. -···0 
to penc.i~g EEO litigation sho~lc. be c.isallowee :=0: test yea= 
estimates. In 1980. PG&Z expended $107,597 on such EEO :at:e=s. we 
shall g=ar.t the sta::fs reco::eneation since it is not Cocoission 
policy to charge the =atepaye= eX?enei~~res not inc~-=ec. :or :hei= 
benefit. Obviously, t~is'issue car~o: be conclusively resolved at 
t~is ti:e due to the pending sta:us of this litigation. 

!he question 0: disallowance 0: EEO litigatio~ expenses was 
I 

:irs~ ac.c.ressed by this Co::ission in D. 88232 (1977) 83 C?UC 149, 213. i 
I 
I 

i At that ti:e the eX?enses at issue were related :0 sett1eoent of a 
1973 consent decree be~~een the Bell Syst~ (?acific Telephone ~ing I 

I 
I 

: a party respondent) and the Eq~l E:?lo~en: O?port~i:y CocOission 
(EEOC) . This Co==ission orde=ec the disallowance 0: s~ch ~e~l:v . " 
pay:ents only, =aking the ~nequivocal state:ent t~t such disal10w~~ce 
Ifdoes "'0" l.'nc' de .., .... 0 • ... ·s co ...... ec-ed .. -~ -~ , .. -~ "'a"': on o.c ":'-:'OC ""1-00' e .... s .... • .. u ...... '\,::;..... ....... ... ........ _.c> .. - - --- r- _ ... , i 
ad::linist:-atio::. of EEOC p:-ogra:s 0:- cO=:lplia~ce wit'!l -:he consent decree. til 
However. the basis :0:- the Co==ission cisa110wa~ce, the U.S. S~preoe 
Co~rt ~ecision i~ ~AAC? v, FPC, ~8 L.Ed~d 2~8. 292 (1976) specified 
that disallowance 0: other s~ila= cos~s. s~ch as, a::o~ey's fees 
that can or ~~ve been de~ons~ra~ly q~~ti=ie~ by judiCial decree or 
the fi~l action of a duly charged a~:':.ist=a:ive age~ey. shall be 
disallowed as illegal, ~ecessary or duplicative. 
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~ In 1980, a si:ila= reco:=enda:ion :0 disallow salaries 

• 

, 

and legal fees i~c~rred i~.defe~~i~g :he rhoC?son ease, a~ a::i~:ive 
action elass-ac:ion s~i:, was accressed in D. 92549. At the :~e of 
this recom:eneation, Sou:he=: Califo~ia Eeison had offered =0 se~:le 
the case ·Nith no ineiea:ion of an accept~ce by the plaintiffs. !he 
Coccission g=anted =~e disallowance ass~~ing t~~~ such ~ offer was 
not made fo= the sole a~ 0: avoiding costs of litigation and that 
some settle:ent would be reached, citing si=ilar trea=cent oy ==e 
Federal Energy Regulatory ~ission in its Acco~:~i:; Release 
No. AR-12. !his release states 
:roQ e~loyoent ?~actic~s wr~ch are fo~d to ~e discrioinatory by 
judicial or a~nistrative decree or ~hich are the result of a 
consent decree '~ll be classified as non-operating eX?enses. 

In the ins~ant rate proceeding, the Co::ission is asked :0 
go one step beyond the established precedents 0: disallowing incur=ed 
EEO settlement and litigation cos:s by excluciing identifiable EZO 
litigation eX?enses prior to a final disposition of such litigation • 
A resol~tion of this req~est can be fo~d in the principles uneerlyi~g 
the prior Co~ssion oreers in D. 88232 ane D. 92549. !~ is a ~ell 
es~ablished principle of rate:aki:g that rates charged by u:ili:ies 
shall oe ~easonable and only include eX?enditu=es that are i~cur=ed 
for the be:e:i: of the ratepayer. Exclueed :=0= rates are ?a=:ic~lar 
expenses that re?=ese~t inefficiency, abuse of :anage=ial disc=etio:, 
actions ini:ical to the public inte=es: and eeono:ic ~as:e. (?ublic 
Utilities Code §§451, 728.) !he propriety 0: the eX?enses at iss~ 
here can.~o: be dete~ned until a fi:al disposition of the relevant 
litigation. !: such litigation is resolved at the ti~e of t~e next 
rate case filing, only such allowable eX?enses as defined in 
D.88232 and D. 92549 s~~ll be accepted. we, also. ta~e official 
notice that the Co~ission is presently investigating EEO ane 
procu:emen: practices in C. 10308, in which ?G&E is a respondent. 
Future rate case filings ~st also be gcided by any relevant final 
o=der in this pending investigation. 
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X.. Ra-:e Oesi;,~ 

A. ~~=;inal Cos~, Rever.ue Alloca~io~, 
and Rate Desi¥~ - Elec~~~c neEa=~~e~~ 

~his por~:.o: 0: the proceec.ing eeals with a cete~ina-:ion 
0: wh~ch c~storners, or ;ro~~s 0: ~sto~ers will pay what portior. 0: 
the reven~e requirement .. We · ..... il: :irst s~::'::tar:'ze ":he ~os:.,,;ions 0: 
the parties, then discuss =-ar;:.~~l cos";s, and dete~ine a ~r;inal 

cost rne":hoColo~y. We ~ill ~~en p~oeeed ~o ~~e alloeatior. 0: ~he 

revenue re~irerner.t to the va:ious customer classes .. 
por~ion 0: ou: d~seussion will oe concernee wit~ speci:ic rate 

desi~n proposals .. 
?osi":iOr. of t~e ?ar":ies 
Be:o:e exarninin; rate desi;n and :evenue allocation, 

we neec a ~rie: su~~ary 0: the 
this proceec.:.n;. In o~: later 

position 0: 
c.iseussion we w~ll re:er in ~o=e 

detail 
~hiS op~nion may not contain a ceta:.lee discussion ot ~he position 

anc a:;~~en-: 0: every party-
The parties can oe divided in":o three ;roups: (1) -:hose 

proposin; rates oased on rnar;inal cos":s, (2) those rejec,,;int; the use 
0: ~~r;inal cOS":s and relyin; on :ully allocated embedded costs, and 

( ~) -~ose ~t· e~~· r -~sal -0· ~-VO~~'1~-~ ~e-e·~' _At·-Ao'~~es ....... w ••• sp ... ~_~c p O;rw s.... ••• • _ .................. "''''' •• ~ -""' ... - .. 

~hese ;ro~ps are sho~ oelow: 
G=o~? 1 - ?G&Z, sea::, ~~~~, tarrn 3u:ea~, 

Zner;y Co~~iss~o~, ~a~~ral Reso~:ces 
De:ense CounCil, ::C. (~~~C), and 
California Re-:aile:s ~sociation (CR;.)-

Grou~ 2 - cal:.:orn~a ~an~:ac-:ure=s Associa~:.o: (CY~)i 
Stan:orc, :nc~st:ial Csers, GSA, a:d Cnitee 
States Steel Corpo:ation (C.S. Steel). 

, 
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G:ou~ 3 - ~es~e=n Mobileho~e Assoc!a~!or. 
ar.c the C!~y 0: Oaklanc. 

a. PG&E -
..... hich it cha:acte:izes as the "r.ext ;er..e:at.:.or." 0: :':'la:;i:"..al cost 

pla~~e:s and rate deslgne:s. 
?G&E allowec. t'he :ever.ue :equ:.re:':'lent. us:':~ t'he "e~\!al 

percer.~age of the e:.::e:er.ce" (E?D) ~ethoe ~ased \!pon :':'1a:~inal e:er;y, 
':'his allocat.:.o: 

is conslstent with the Co~ission-adopteC allocation :: ?G&Z'S last 

general rate case. 

intendec. 

Spec:.:ic rate cesi~n chan~es proposed ~y ?G&Z are: 

l. El:'~lnate :esieentlal C\!stO:':'1e: cha:;e. 

2. 

3. 

O:fer a r.ew l:':':'1ltec. expe:~~e:tal ':'OU 
schedule :or :esicer.t:.al C\:.sto=ers. 
Cor.solleate certa:.n incustrial and 
co~~e:cial scheci\!les. 

4. Retain :':'lost and selectively lncrease 
ce:ta:.r. incustrlal and co~=e=e:.al de=.ane 
e'ha:;es. 

purposes. ~ ... _ .. d:.::e:s greatly :ro~ 

?G&E ir. theory but only slig'htly ~ ... ..... practice. ':'he allocation 0: the 

cost (S~V.C) w'hich is essentially :':'1ar;inal energy cost only. Ra-:.es 

basec. on -:.hese costs a:e scaled bac~ to the revenue re~~ire~e~-:. usin~ 
the E?D ~ethod used by PG&E. 

S-:.a:: proposes that the resic~t:.al custO:':'1er char~e be 

retai::.ec. and that ::'0 new 0: increased custO:':'1er or ee:':'1anc c'har;es be 
adopted :0: inc.ustrial anc co~~erclal custo~er classes. 
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~~R~ s~ppo:,,:s ra,,:es basee O~ ~ar;i~al costs: however, 
i": has ,..e ..... ~~ ... p;.. .. ~oso"";.. .... "" ':"J:l:e-e""ces .. , ... '"" '"II""f.-

\,p .. -..~..... ..... ,:-r.'-,-Q .. '-'..... _.. ~ .... _ .. , ~'-1q.:"'. 

~hat all c~sto~er elasses, 
sha:e the ~u:de~ 0: ra.o:es. 

.,.~- -;"e "As'~e~-'~~ c'ass .;........ .. .. ,. .......~... ............ , 

-:0 allocate ra":es ~asee on a class ~a:;l~l :a":e concept. 
Re;a:eln~ :a":e desi~n, ~~~s s~ppo=,,:s e1~~na":ion 0: 

~he :esieentia1 e~s,,:ome= char~e, ~~~ applYln; a =ln~~~ bill :0: ze:o 

st:\!ct~:e. 

Fa:~ 3u:eau aeee~ts tbe use of ~~:;inal costs :or 
allocation anc. rate clesi;n b~,,: ei::ers with bo,,:~ s~a== and ?G&Z 

~Bureau believes 
cost approaeh. 

":he:e is also ~e:i": 1n ":he fully allocated e~eecled 
ei,,:he: approach ":he a~rie\!l,,:ural class sho~le 

receive an inerease less than the avera;e syste~ increase. 
Re;ardin~ ra":e clesi~n, :a:= Eurea~ s~pports the staff 

position 0: :etainin~ ":he res1ee:-:ial c~s,,:o~er ehar;e ane either ee~ne 
or ·c\:.sto:::er 7be Fa:=. 3~reau also 
advocates ree~ein; the steepness 0: the inversion 0: the th:ee-tier 
residential rates. 

e. E~e=cv Co~~issio~ 

mar;i~al costs as ~:'e keystone 0: rate eesi~~. 
Co~~issior.'S ~eco~~e~ea~ion is ~hat e~stomer c~~=ges sho~ld be el~i~a~ee 
and eemar.d cna:ges should be elimi~~ee o~ s~~=p:y reC~cee. This wo~le 
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~he sole conce~~ 0: ~he ~~oc i~ ~h!s ~:oceedi~; was 

the use 0: ma:;i~al costs i~ p:ic!~; elect:ic!~y. 7he ~oc sees 
s!;n!:icant flaws in the ?G&E p~oposec ~ethoc a~e =eco~e:es 
t~~t ~t ce rejected :or a~y use other than setti:~ cons~e= rates. 

;. ~ 
CRA was concer~ee ~ot With the ~ethodolo;y 0: co=puti:~ 

~a=;inal costs, ~ut with the use 0: ~a=;inal costS to allocate the 
reve~ue requirement. ~ contenes that cecause ?G&Z'S syste= is not 
optirn~~, there are no ma:;inal ;eneration costs. Also, CR;. supports 
inclusion 0: ~~r~inal distribut~on and customer costs as well as 
margi~al enerqy and transmission costS in alloeati~~ revenue~. As 
a result -:.he resid.ential cla;ss '.Noule rece:.ve a perce~t.a;e increase 
si;ni:icar.-:.ly higher t~~n any other class • 

h. 
~~ supports the concept 0: allocatee ~~eCeed cost 

particularly :o~ revenue allocatior.. :-:. sees -:.he proper use 0: 
marginal costs to be to deSign rates Within each customer class. 

However, it a:C;ues that ~I: some -~~~.-~~ cos-.. s a .. -e "S-~, -.. ~ •• e~ a ... ~ ... ' -- .. ·' ........ 7-··...... ... ~ --

concept 0: custome~ class mar;i~~l rate. 

~be I~eustr:al Csers , like ~~, :ir~ly believe in 
em~edeed ra~her tha: mar;i~a1 costs. The :ndust~ial Users poi~tee 
out eistortions resulti:~ whenever some 0: the costs are not ~~cludec. 

The Ir.c~st=ial Users also a~~e ~hat the p~oposed ?G&Z 
rates place too heavy a cu:eer. or. the l~r;e li~h~ a:e power class, 
comparee wi~h the rates :o~ the s~~e t:~e 0: customers in ne~~h~ori:; 
states~ They propose that the Co~issio: consicer st:o:;ly t~e economiC 

impact 0: ~he proposed rates on ~heir ~em~e=s. 
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j. C.S. Steel 
=he pos~t4on 0: u.s. Steel a~c other steel ~=ocuce=s 

~s V:L:-:~lly ,. ...' , :.c.en ... :.ca ... to -:hat 0: the ~~ ~nc the :ncust::.al Cse:s. 

~he GSA p:esentec test:L~ony suppo:-:ing the use 0: 
embec.cec. costs. W~tbi~ ~~e e~beddec cos~ the-o:y, a:;i:es that 
:elative class rates 0: retur:l sho1:.1c. be hele w:.th:.n 5.0% 0: -:he 
ove:all allowee :ate 0: :etu:n. :t also p:oposes t~t :.n five yea:s 
the :ate 0: :e-:u:n :0: each class should ~ e~a!. , .... Sta~fo;e. 

Stan:orc a:ques :0: the embeecec cost tneo:y and 
equalizee class rates 0: :etu:n. Star.:o:d feels t~~t the p:oposee 
:ates place dispropo:tionate b~dens or. the la:~e powe: and li~ht 
eustomers • 

Star.fo:d opposes the staff's posit:.on 0: ::eezin~ 
e.emanc. ane. custo~e: eha:;es. Also, Stanford woulc. li%e the Co~~issior. 
to reopen 0:: 56 to recons:.cer ECAC :'SSi:es and to open an ir.ves-:i~a-:ion 

0: TOO :ates. 

meter Ci:stome=s. Sueh eustome:s now :ece:.ve a 26% c.iseour.-:. ~he 

Weste:n Mocilehome Assoc:.ation proposes t~~t this eiseount be ine:easeC 
to 34~ if the resic.ential customer cha:;e is eliminated, 0: t~~-: the 
26~ c.iscount be :ec.ucec to 23% if the p:esent cUStomer c~~;e is re-:ained. 

... ... . c:.tv of Oai<la~e 
~he City 0: Oakland p:esentec. ar;u~ents :e;a:c.i:; the 

st:eetli~ht~n~ schedules. :t su~ports an e~al pe=cer.ta~e ~:c=ease 
to be ~ppliec. to the va:ious s-:=eetli;ht:.~~ scheC~les :athe: tha: a: 
equal cer.ts per kWh as p:oposec by ~&E .. 
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2. Mar~i~al Costs l~ Ce~eral 

The cen~ral ~ssue is whe~he= we w~ll adopt ~ar;inal cos~s 
or :~lly allocatee e~beddec cos~s as t~e ~as~s 0: :a~e eesi;n. 

PG&E slmply reco;n~zes no oas~s other t~an ~a=;~nal costs 
:0: rateset~i~g. Althou;h ~t p:epa:ee an ~beeeeC cost 0: se:v~ce 
study, its purpose was s~~ply to a:rlve at the proper ju:iscictl0~1 
allocations. PG&E eVidently cons~de=s the issue so well-settled that 
it die not'even :esponc to the ar;~~en~s 0: ~hose who favor embedded 
costs. 

~he a:;~~ents were last ~ade, Clscussec, and decided 
D.92S49 (SoCal Zdison's ;eneral rate ease). ~e oas~c poSition 
favor 0: ~a:~inal costs is stated ~y the staff ~n Exhl01t 3j as follows: 

";..nother way to unc:.erstand the :t::da.~ental 
or essent1al neec to ~se ~ar~lnal costs lS 
Qy obse:vin; that rates which p:o~ote the 
::\ost conservation, efficiency, and e~ity 
~ust ~lt~~ately be ~sed o~ ::-.ar;1:a1 costs~ 
:he result 0: bas1n; rates on ~r;inal costs 
is that the rate ec.~als the cost of p:oeucin~ 
one ::\ore un1t, 0: the savin~s from p:oeucln; 
one less un1~. :n th~s way each cons~e= 
pays ~he reso~ce cos~ (acci~ion~l cost 0: 
~he accee ~a~tity) :0: ace~tional cons~~pt~on, 
0= saves the reso~=ce eos~ when co~s~~ption is 
:ecucee. Conservation 1S aC~leved Sl:ce 
eo ... s·· ... p .. ·o .... ·S "'''''':e o"'v ·.;/ ...... e ........... e 'Iooe-e.l:'''s •• -....... ..... •• _ ,. ..... "* ....... ..,......... I.IJ.... __ \IIfI 

0: eons~~pt~or. are ;=ea~e= ~ban 0= e~a1 to 
....... e eos'" (~e """e-e" s -0 '··''''s'''e.6:··,· "se) w... w. _ ., /Iw...... ... .,. ""'v -. ~ -.._ ~ • 

~::~e~er.cy 1S ~chieved since the least eos~ 
co~~ir.~t~on 0= resources neitne= over-uses 
the ;ooe (wh~ch wo~le oec~: ~: its p=ice is 
below ::-.ar;inal eost) nor unce~~ses ~he ;ooC 
(wh~ch ~o~le oce~r 1: the pr~ce is over the 
~ar;lnal cos~). Finally, e~~~? is ach1evee 
since no eus~o~e: underpays 0: overpays 
relat1ve ~o the :esource Cos~ (e.~., cons~~e:s 
chooSir.; sola: 0: insula~lor. are not treatee 
i:equ~ta~ly since they save the resou:ce cost 
:=o~ thei: laek 0: cons~~pt10n and the non
sola: or :onlnsulation eleet:ic eons~~ers 
~v the :esou:ce eost :0: t~ei= ehoice to 
consu.~e) ." 
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~ose favoring ~~edced cost ass~~e t~at every aspect 0: 
cost i~c~rred by the ~t.lity should be ~atched by a correspor.ci~; 
revenue recovery. Also, each class should r.ot only pay i~s e~bedeed 

exper.ses, but ~lso make an e~ual cor.tribu~ion to t~e overall rate 0: 

prlcinq by showin~ that ,r~ces set at ~ar~i~~l costs ~roduce revenue 
:ar in excess 0: the reve~ue :equir~e~t anc tha~ atte~pts to seale 

reve~ue burden between ~stomer classes. As a result, one custacer 

class suzs~d~:es others. 
~hese ar~~~er.ts :ail :0: several reasons. Rate desiqn 

'···l-·v ~as -~-v .-~ •. - co ·s .~ -~e ~~~··c-·o- 0& e-e-~ ..... __ ...... • ......... _ .. J:T-.:.... s ............. J:' .. 'w"-t.. -_ ......... -y~. 

cost pricin; allows us to Signal cons~~ers those 
we consider ~ost i~po=tar.t :or conservation. 

in which they were in~~r=ed. 
embedded cost 0: se~ice pricin~ ~oeel. 

3. Mar~i~al Cost Y:et~oColoxv 

?~ving decided ~ar;ir.al cos~s w~ll continue as the basis 
:0: setting rates, we can now dis~~ss the proper ~ethod :or 
computi~g mar~inal costs. 

Y~r;inal cost is the change !: total cost resultin; from 

an additional unit 0: a co~:.oeity, or the savings :rom p=oduci~~ one 
u~it less. ~he total ~ar;i~al cost 0: a~ elec~ric u~ility i:cludes 
e~e~;y cos~s, ce~~~c o~ ca~aci~y cos~s, a:~ c~s~o~er costs. :t · ..... ill 
be help:ul to kee~ i: ~!~d the el~en~s 0: mar~inal costs i~ our 
:u:ther discussion: 
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!. Xa:;inal ~ne:;y Costs. 

c. Seeo~eary cis-::i~~-:ion 

Mar;~nal er.er;y cos~s are -:he per k~~ eos~ 0: !uel, 
opera-:~on, ane ~a~ntenance. ~~:;inal ee~~~e 0: eapac~-:y costs are 

ir.vest~en~s wh~ch are :ela-:ed to eerna:c plus ee~~:d-rela-:ed ex~e~ses. 
Y~r;inal ~stomer cos~s are the cos~s 0: aee~n~ an aeeitional ~s-:ooer 
-:0 the syst.e~ .. 

0: these three el~en-:s the ~reates-: cont.roversy surrou:es 
eemand ~e~erat.ior. COSts 

wher. we disc~ss o~ 
alloca~ior. proced~res. 

The co~trove=sy sur:oundin~ c~ane ;enera-:ion cos~s involves 
So~e 0: the reasons :or 

~his controversy can oe see: when we look at the ~se to which -:hese 
~ar;ir.al costs calculations are put. ~~:;inal costs are used :or 
resource pla~in;, that is, ir.vest~er.t deeis~o:s to ~e =ace in the 
:~tu:e, eo;ene:ation p:ici:~1 s~all power production pricin~, eost 
ef:ect!veness of eonse~/a-:ion plann!n;, and ratesettin;. 

Should there be one and only or.e ;eneral ~ethod for 
usee :or va:io~s ~u:?oses? 

'1'1 e think. so. However, within the one ;enaral theory -:here car. ~e 
different calculations 0: mar;inal costs depene!:; on the purposes 
they serve and the time period whieh is bein; consideree ~s follows: 
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:. P:::.ces tl-.at. ':he 1;t.:'l:'-::r :n\::s~ pay :0= 
inpu~s (co~e:e:a~ion, ~all power 
produc~io:, co:se:va~io:, e~ al.' ane: 

,.~ -.... 

I. 

Prices ~r~t ~he ~~ili~y ~us~ cha:;e i~s 
cus~omers :0: elec~:ic co:s~~ption 
(:a~ese'etin;) • 

and 
Short-run t~~e perioe. 

fixed capital ;oods or capaci~y to respond ~o a c~~r.;e in ee~~e: ~u~ 
it ca~ change its varia~le inpu~s. In the lon;-ru:, a :i~ car. vary 
ooth its fixed assets and its variable inputs. 

:t appears that the ~i~e :ac~or p:oble=.s (lon;-run versus 
short-run) and ~he purposes to wh~ch ~a:;inal cos~s will be ~ppliee, 
constitute the =ajo: reason for ~he con~:oversi over ma:;inal cos~s 

Many parties appa:er.~ly ~elieve tha~ the overall 
;eneral methodology mus~ be cons~dered anc cecided in ~his case 
order for us ~o use ma:qi:al costs as a ~asis :0: ratesettin;. 

..... --
:hey believe ~hat ~his deciSion will ~e appl~ca~le ~o all 

purposes for which ~ar;ir.al costs are used. ...."'..' j ...... s :.s a ~ or' error. 
~his proceedin; is a ;eneral rate case. We have established as our 
poliey that mar;inal costs will be the keystone ~o- se·-"-~ -a-es .. - -~ ........... -. . 
We are re~~ired in this proceedin; ~o deal w:.th mar;i:a1 cost concepts 
only :or ratesetti~~ pu:poses. ~is~~ssior. cor.ce:r.in; otber uses 0: 
mar;i~al cost ar.alysis belor.;s :.n o~~er proeeeei~~s. (OIR 2, :0:: 
Co;eneration, and S~~ll Power ?roe~c~ior. ?:ici~; :0: example.) , 

In this p:oceedin; there was little cont:oversy surrour.ei~; 
the computation 0: the e~ane costs related to t:ans~issio: ~= tbe 
computation 0: the ma:;i:al eusto~e= costs. 
be accepted. 
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~he staff po~nteci ou~ that there are tr~ee principal 
~ea~s 0: calculatin~ total ~ar~!~al cos~s: (l) short-run enerqy 
plus short-run capacity, (2) short-run ener;y plus lo~;-r~n capacity, 

cha=acter~zes PG&E's approac~ to ~ar;!nal costs ~ethoColo;y as 
the first/short-run energy plus short-~n capaei~y, but ~elieves 
the second approach short-run ener~y plus lon~-r~ capacity costs is 
correct. We .... el ... ~ eve . ?G&-' - , 1--w tnat ~ s c~o!ce ~s actua ~y t~e 

~ 1 ~ t~ j. && C .... ~. ~&~ a~~ seconlOO a so. ..owever, .. ere are :'!'ta or c:.:. ...... ere: es ..,.;;: .. ween ~~ _ _100 

the staff on the calculation 0: the lon;-run capacity costs. 
Disa~reements reqardin; the computation of lon~-run mar;ir~l 

capacity costs need not be resolved in this proceedin; because we ~elieve 

short-run ener;y plus short-r~~ capaeity costs should ~e used in 
settin; rates7 we war.~ to show the cons~~er the present cost 0: his 
cons~.pt~on. We need not concern ourselves in this proceedin~ wit~ 
computation of lon;-run capacity costs. 

We believe that this entire discussio~ shows that one 

;eneral method can accept di~=erent ma=;~nal costs calculations 
when te~poral or other d!s~i~e~ions are co~sidereC. 

O~ce we have decided that for :atesettin; purposes -,Ie are 
interested pri=.arily in short-ru~ ener;y plus short-run ea~acity, 
~any of the ~ssues are eithe: eli=inated or ;reatly s~pl:.=ieci and 
there appea=s to oe a st:or.~er consensus ~~on~ seve:al 0: the ~arties 
in th~s proceed~~~ conCe:n~n~ ~r;~nal cos~ ealcula~:.ons. 

mar~inal cost e~atior. offered by ?G&Z: 
YoC = shorta;e cost • operatin; eost, ~ the 

inves~~ent te~~. 
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asset.s or capit.al ~oocs 0: a :~~ cannot cha~;e ~~ =es~~se t.o a 
change The:e:ore, 
~he inves~~e~~ te~: 

cost.s ec:;:uat~o~. 

descrl.bee. by' a:. :.llustrat~on_ 

t.he e~at.io::. 

aeciitl0ns are ~ossib1e. ~~e e::ect w~ll be a decrease ~= the reserve 
~~ar;ln. Let's ass~e it ;oes :ro~ lS~ to 12%. The sho:ta;e costs. 

car. be viewed as the cost 0: l.~creasi~; t~e reserve ~a=;i~ :ro~ 12X 
15%. 

sever.al ·~ays. 

.,.. .... .; •..• s sho:t.a;e cost car. be viewec anc calculatec oi_ --
(1) One could look at t~e s~o~a;e cost. as t.he cost. 0: 

pu:chasl.r.; er.e:~ ::om outside sources at t~e tl.~e 0: syste= stress 
to ir.crease the reserve mar;:.~. (2) ~e shortage costs could ~ 
det.ermi~ed by ~=creas~r.; the price char;ed to custo~ers so t~~t. t.he 
dema~d would be decreased a~d the reserve ma:;~r. brou~ht bac~ to t~e 
reqUired level. ~hl.s l.5 referred to as the market clearin; ~r~ce. 
(3) The cost. 0: load ~~a;emer.t incent.ive t.o reduce de~r.d could =e 
calculatec. These examples would ~ so-called direct calculatior.s 
0: the short.a;e costs. 

T~e sho=t.a~e costs could also be calculated i~direetly. 
PG&E has do~e so by creatir.; a proxy to ~eas~e the sho=t~~e COSts. 
PG&Z attemp~s to ~easure wha~ a eus~o~er woule bave ~o pay to avoie 
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a s~o:ta;e oy ass~~i~; that the le~st cost to c~sto~e:s wo~le ~e 
the lease cap~tal-l~te~s1ve acd1t10~ to capae!ty to avo~c a s~o:ta;e. 

Seve:al pa:t1es to th~s p:oceec1:; see~ 
concept oecacse the:e 1S ~o ;as tC:~1ne ,,,, •.. 

"':'hat 'the ?C a~d Z app:oach :.s 1~tc:.t:.vely 
~~o:; was ~ll~zt:ated ~y a se:~es 0: 
~~est~ons asked oy :a~ S~=eacts co~~se: 
0: ?G a~c Z's ~:;~~al cost w1t~ess. A 
COU~11:; 0: t::.p11~g 0: the cap1tal cost 
0: a coal pla:t, a co~o~~ee cycle pla~t 
0: a geothe::":\al plan":. (0: s1:':i:.!a:ly la:ge 
:ec~ct10ns 1n cost) wocld have ~o ef:ect 
...?C ""....:" • ........... ;/! -- ,,'=--, 0.. a .. c _ s es_ ...... a .. e o. ::'Ia_g_ .. a_ 

;e:e!'at10: costs ('::. SlSi). Eowe\·e: a 
c~:;e 1: the cost 0: a ;as t~!'=i~e woulc 
s1;~1:~c~~tlv :.~~act ?G'a~e !'s cale~!atee 
~a=;1:al cos~. :: othe: wo:es, a cha:;e 
:.n the ca~:.tal cost 0: a :esou:ce ~ :.~ 
t~e :esou:ce plan c:~~;es ~a:g~nal eost: 
a chan;e 1: the cap:.tal cost 0: :esou:ce 
1n the plan has no e::ect. ~he 
~ethodoloqy app:oved :.~ 0.:.:. ~o. 67 
would :esponc to apP:O?:1ate cap:.tal 
cost changes: :0 do~:t, th1S 1S one :eason 
the Co~~:.ss:.on acoptec :.t. 7he?G anc ! 
p:ese~tat:.on :.: th1S case would not a:e 
sho~le Oe :e,:leetec.." 

that the custo~e!' wo~lc eve: have to ?aY to av01c a sho:ta;e. 
~he=e:o:e, the ca!c~lat~o~ 0: ~he costs 0: the add!t~o~ 0: a ;as 
t~~1~e :eco~es a ~ax~~~~ calculat:'o~ 0: t~e sho:ta;e cos~s. 
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;"'~ou.e~ woay ":0 est:.::'ate ";!".e sho7...a~e cos-=. :.s prese::.-:ee ::y -:..~e s-...a::. 
!his ap::oac!'l :'5 to 'P=a'I:f ':he s~o=-..ac;e cost ::y calo.:1.a't;...-.; -:..~ ave..~e cost 0: aU 

plar:.ed resou.""Ce a==.t:.Ol"'.s :.n rr~E' s reso.::ce pla:.. ST'~:: po::.ts out ";!".at system 

pla.. ... :.e:s are always est;',,:,.ati:'~ -::'e s:-.o:-...a~e cost a. ... "C pl~ ... "':"~ =esources aceo=c::"~ly: 

:eso\--ce pla:'.s ::'te:"'.c. ":0 ::e:'t:..~ t=de:Xild p~t :-.0: O'Ve:~le. :'t =ates ":!"2.-: :e5O\::'ce 

pla."':S a:e :':'ter:dee. ":0 !':'1ee": c.e:-a:c. 0';:' -:':-.o\!": 0'Ve::'~lC.::.;. 5'2£: es-:':'":,,.at.es ":.!:e 'teS': y~ 

p:esent valile ave:age 0: 'tbe =esou=ce p~ ":0 cos't Sl16.Si/,,<,.:/Yea:. 

O::.e: ~...:.es, :-~ely, ':"'o,J'?.~, Cl;.. a,-.e~, c=:::!c:.ze t.."'.e t:.se 0: :..ie ;as 

t1.:!":O:"~e as a p::~ because :..."'1ey feel ~.a-=. a :':'lore c:.:-ec: calC'..:.la-::.o::. 0: ~e s:.o:-~e 

costs could ~.c shoulc. 'oe :2Ce. v;e a~ee. ':" ... "?..~ 's ..r.. -=ess ",.;ells oc.tli.......ee, a =e'"..:..o:. 
us:::.; c.er.-.a:-.c. elas'ticl-::.es to ar.:pI..."':e a s:.c:-~e· cos:. 0';" aCvooa-;es t.:'.at a p:-o;;e: 

~e 0: sho:-...a;e costs woc.ld :e cl'.e l=':.ce 0: po,.:..-c:-.asee ;ewe= a-:. 'ti."'!'eS 0: sys~ 
st:'ess. Al-::-.ouc;h t::ese o-":'e= ::-e-:,: ... .or!s ..... ~~ ~;esteC, ::0 calC'..:.lat::.o:-.s • .... e:e p:-ese-:ee. 

(;e t."e:e:o:e w:.ll aeeep: t:.e calo.:la-:':'o::. us::.c; -:!'le ;as ~):):'::e as a p:oxy. 

?C&Z, In :.ts :=rie, bas eo~ce:'!.ee. t.1e :':.eee :0: :...:=-':'e: s:-..:ey 0: a c,;"'ee: 
~c..:.lat:.or. 0: t.~ sl".o:-...a~ coS-...s as s.;;g-esteC '::y ";!".e pa:-...:.es. We =~t -:;-.at p-~ 

conciuc::t S\:.C:: s~es ax 'to provic.e t.l':e :esi.:l t.s 0: at least 't.'1e s-..a-:-..:s 0: t:.e :eS'.:l ts 

aec.:.t:!o:-.al stu:ies =e::..:ested Oy the s~: a=e 0: ;=ea-: i:-:.e:es-:. ":0 t:S. 

'!'be ~6c. te::n 0: o\.:: <!CopteC. ::-.a:'q''':.al eos-:. ~'t.!.o:':. cor.ce=-s o~~.c; 

exper-.se. ~ ~:.es all a;.:'~ t!-.a~ t."le te=. WO\:ld :e :,e~ese.::.teC ::y t.ie ::'.a..T":.a:. 

e:.e:::t;'i cos':. ~lus ~ia):)le ope---a'ticr~ <!:"..c. =.a:..~'te:"~ce ex;e.~s. ':":'.e:e • ... as, boweve=, 
cor.t..--ov'e=s~t S\.:..~.g ca!C'.;!at:.o: of. t:.:.s -:.e-~, ..... h:.c.~ .... ·e .... ':.ll deal .... -:.~ ):)elow-. 

~ • Y.ars:;.!"'.a1 ~S~ ~C'.;la~::'~ 

Or.ly t.:"e S~:: a.~d Fe&:; :p:eser.~ ~1e--e ::,a:~,.:'.a! cos: s~es :.= ~.is 

ti".e total calC'..:lat.:.o::. 

'l'aole X-l below shaws t.ie calC'..:lat:!o:,.s 0: ~:.~ =.a:;i:".al costs '=Y 
vol tat;e level ~. t..."le s-..a:: ar..c! ?G&&::. 

.. ... ., 
41111'./~-
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Table X-l 

Pacific Gas and Electric Co=~any 
Electric De~art=ent 

Su~~Y OF ~~uAL ~INAL COSTS 
BY VOLTAGZ LEVEL 

(1982 Dollars) 

Line 
No. - Voltage Level 

Transmission 
1 Decauo ($/kw/year) 
2 Generation 
3 Transmission 
4 Energy (i/kw~) 
5 Customer (S/custocer/year) 

?rimarv Distribution . 

6 Demand ($/kW/year) 
7 Generation 
S Transmission 
9 Primary Distribution 

10 Energy (c/kWh) 
11 Customer ($/customer/year 

Secondary Dist=ibution 
12 De~nd ($/kW!year) 
13 Generation 
14 T:ansmission 
15 Primary Distribution 
16 Secondary Distribution 
17 Energy (e/kWh) 
18 Customer ($/euseomer/year) 
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Staff ?G&E 

$107.88 
91.92 
15.96 
10.11 

944.00 

154.44-
94.56 
16 .. 44 
43.44 
10.29 

369.00 

211 .. 68 
96.84 
16.80 
44.52 
53.52 
10.44 

182 .. 00 

$ 84.00 
68.04 
15.96 
8.01 

944.00 

128.40 
69.96 
16.44-
42.00 

8.15 
369.00 

182.04 
71 .. 64 
16.80 
43.08 
50.52 
8 .. 27 

182.00 
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~~e clf:e~e~ces ~~ :esul~s ~e~Aee~ ?o&Z 
a~ci staff oce\.:.: :0: seve:al :easo~s. 
:!=s~, ~he ~a:;~~al ge~e~a~!o~ ca~a~d 
cos~ ~s ~ased O~ a 24 yea: ce~:ee~a~le 
ll:e :0: a ~as ~~:b~~e7:a~~e:·t~a~ t~e 
30 yea:s \!see b.,,P ?O&Z. ~e s~:: 
~a:;~~al ;e~e:a~lo~ de~a~c cos~ also 
~~el\.:.ces a wo:k~~g cas~ aCj\.:.s~~e~t. 
Seco~cl, ~~e ~a=gl~al ci~st~l~\!t~O~ 
cie~a~ci cost ~s calcula~ecl by a :e;:es-
5 '0" 0& ~~-~ o'-e'" ~~ v~~-s -~-~e- -~~~ ••• _ ~~ .. v ,.. _ .. ., ... ___ _~ •• " _ ..... tIi.~ .... 
uSl~g ?G&Z's ave:age ove: 15 yea:s. 
':"'''~''v ... ~e -~.,..t"<''''~' e"e-t""V cos·s .......... _ ... ' -.... ,..l.~ ~ ••• w... • ...... ~,; .. 

a:e calculatec (1' \.:.s~~; 1982 ?C&Z 
=eso\!:ces WlO:~O\!t D~ablo Ca~:o~ \':'~ltS 
1 0: 2, (2) ~asec O~ o~l costs 
escalatl~~ at 25% pe: yea: l~ 1981 
a~c 1~82 as o~~oseC to ?C&Z's \!se 0: 
l~~' pe: yea: ·'=es:.c\.:.al), 15.5% pe: rea: 
c:.stlllate, a~cl (3) we:.c;hteci by 
~·lo···~-- ~o"-s ('o~~) ~~-~e- -~ ... ~o"-s "...... n ............... __ _ ... -.. ............ _ .... ...w •• .. II '-_ 

to a~;:e;ate hou:ly e~e:gy costs to 
cost:.:; ?e=~oe e~e:C;y COSts." 

T~e c~::e:c~ees bec~~e the =eleva~t ~ssues :.~ calc\.:.latl~C; 

... !j5 .. 
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~he r~air.ir.; differences are t~e ar.r.~al carryi~ 
char;e and cash workin~ capi~al. ?G&E ~rovieed ~est~or.y ~h~t ~he 
;as t~r~~ne i~ was ~sir.; as an exa~ple re~iree no fuel inver.tory. 
(:e ~ ~ Al w.... ... .... 

Q ........... . 4888-89) .. 
cos't 0: 9 .l~; and PG&E' s es'ti::'!a'te 0: cash ·~orkir.~ cap:i .. ~al .. 

:>ist:'ib~'tl0r. 

':'he is.sue re;areir.; ~e=tar.c :)istribution cost is 
whether avera;in; or re;ression analysis s~o~ld Oe ~seC. The sta=f 
arq~ed for re~ressior. analysis as ~ein; consistent wi~h D.92i49. 

However, ?G&E at'te~pted the re;=ession analysis b~t ob~a~r.ee 
"unreasonable res.:.lts".. ':he:e:ore, '~e w~ll aeop~ ~he avera~in~ 

tecr:.~que :or this proceedin~. The difference :Oe~ween the two 

~~."e Ae~e" .. -...... ·."'~· ...... ~o~. o~ t~e -a .... ~·-~l e~e .... ~ ~os· "'~s - - .... - .,Q - .. •• • .... '17........ •• -'I7J..... ..."~ . 
the ;reatest area 0: co:troversy in the cal~~lation 0: ~ar~i:al costs. 
The ar~~er.ts concerned two issues: 

l. :r.cl~sio~ 0: Diaolo i~ dete~~=!~; 
~ar~inal ener;y costs, 
anc. 

2. M ... '~ •• e ~_"'o~e~~ed &_· ... ·-... ·_·-e ~ ... ·~e 0& &"el 0·1 ~ ~ ..... - ~-.......... .. ~ .. 
m:.en it & ... ~le~ ~ ... '~s ~ .. ~ .. ~e_& ...... ~ .. -h·s ,o~o~4ed~~~ .... - ;.; ....... ...,.."" "'-'11 i ?G&Z 

had just been ;ra:ted pe~ission =:o~ ~he ~~clea: Re;~latory Co~~ission 
( '~C) &or low ~owe~ test~~~ ~G&~ a~~··4A ~~.~-... _·~s ope_-~t_~o.~.a ... ~ ~ .. -o·~e~-.. eA ..... &\... Ii!''' ... ,::, .. ~ - .. '17 ... "''- --.... - .... 1i!'.J......... 

~ro;ress. 

~he sta::, on the other hand, ar~~ed ~hat s~~ce ?C&E 
has experienced delays in ~he past, it would probably also have delays 
in the future. Also, the sta:: felt ~ha~ we should reexa::'!ine PG&E's 

mar;inal cost when Diablo ~eeomes operational. Althou<;h the sta::'s 
ar<;~~e~ts appear to ~e weak re~ardin; the issue, events which occu:ree 
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Even if the "mJ.::or i:n.a~e b1uep:int. p:oble::-:" haC. not. come 'to 1i~ht., 

it is doubtful if Diablo coulc. be sufficiently ope:at.J.onal 
durin~ 1981-1982 ~o a::ec~ J.ts marginal ene~gy COst.s :or this ease. 
We adopt the staff's poSition 0: not includln~ ~iablo in the 
calculation 0: :na~;inal enerqy cost.s. 

The remain~n; issue concerns ~he p~oper project.io~s 0: 
fuel oJ.l in 1981 and 1982. PC&E uses an escalat.ion :at.e 0: l6~ per 
yea: ~n 1981 ane 1982 :0: :cs~dual o~l, and l5.5~ per yea: for distillate 

. , OJ. .... ':he staff uses 25" pe: year for all 0:.1 inpt:.": cost.s .. 
The staff ar;~~ent. is conc:.sely set fo:t.h on pa~es 115 

and 116 0: its brief as follows: 
"Sta:: use 0: 2S~ ann'.:.al escala":ion :a":e 
is basee on ":wo :acto:s.. ~irst, PG~Z's 
:t:.el oil cost. has i~c=eased 24~ per yea: 
from 1973 to 1979. !he annual increase 
was 28" :=o~ 1973 to 1980. ??C :or:n 1 
:eeords over 1973-79 con:i~ an increase 
0: 24-25= in ":he ave:age cost 0: fuel 
burned at Pit":sbu:;, Potre:o, Hunte~s 
Point and xoss Landing powe: plan":s. 
Staff believes actual experience of 
24-2Sr. will con~i~~e ~n~il l~82. 

"Secone, the ''''orld market price fo~ cr·..:de 
oil has escalatee at an annually compounded 
:at.e 0: 48!~ 'Oe~ yea: ::0::-' ::'973 t.o 1980 
($3 per barrel :.;. 1973 to $32 pe: barrel 
:.n 1980).. The cost of e:uce o~l :ro~ 
Sauei Arabia has eseala~ed at. a :ate 0: 
27% per yea: ::o~ 1977-81. ~he ave~a~e cos~ 
0: ~~po:t.ec c:~ee oil has esca1a~ed 2~% per 
ve :!!o'" 1:"'0- 19--, S' ... ··_ .... e ... 6 a ... ..:: ... • .. _ .... e .... .., • Q,.. .... ••• I..... . .'v ..... "w _ ••• • .. ..... ".~ .. .. 

fuel 0~1 p:~ces ~sed as pa:t. 0: an al~ernate 
fuel pricinq st~dy ~o se~ na~~:al ~as :a~es 
shows these :~els escala~in; pe: yea: ~et~een 
1977-80 at 26% and 31%, =espee~i~:ely .. " 

.. 177 .. 
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projections .. 

"S~a:f ;enerally believes the ~xpe:1e::.ce of 
.;S~; pe: year :ro~ 1973-80 is ::'lo:e likely 
to occu: than a lesser :.~pac~. ~U~ is 
~s:.n~ 25~ per yea: oeca~se 0: the possiole 
o::settin; effects 0: new comestie 011, 
=ecessior., cor.se:vat:.on ane p::.ee e::ee~s. 
~he ~se 0: 25% per yea: lS :.n line w:.th 
the 25-31% annual escalations f:om 1977-81." 
Several other ~!tnesses contestee the staff's 
eRA wltness Kine !inds that =ot~ ?G&Z 

fuel oil .. He projected an increase 0: about 7~ 1::' 1981 a~e no increase 
in 1982. ~he rar~ Bureau also argues that both ?G&Z and the staf: have 
overest~atec :uel pr1ces. 

Cicchetti, a :ebuttal witness sponsored oy ?G&Z 
concludes that ?G&Z's es~~atc is more reasonable than the sta::'s, 
consider~::.q r.~~erous other factors as sho·~ in Zxhibit 138 on pa;es 

e 25-26 as follows: 
.. - ... &o"'ec"stoi ... ,.. , 9S" &"e' 0'" ...... ~ ces o'"'e ~- _. Q .-~... - -~. _. ~-- , -

should also conSider some factors that 
witness ~ttson i;nores: (1) there is 
a - 0'" ,..,,"t· ('"'I) ·---e .:1 0 ', .... ~s ..... c ... e ... eo .;-.,.. .. * ... - "'1''''-'', .. .... -. .... ,....... • .. ,. """ ••• y 

1~ stren~~h as our oil cepe~cenee has 
:~en :eclucee. there:ore, ees~l~e ~he ;l~~ 
of oil, the real income 0: OPZC 1S 
ine:eas1ng even thouqh ~hey have =eeen~ly 
dec~cec ~o increase e=~ee pr1ces only 
sl~qh~ly: (3) oil prices ~ere eecon~rolled 
in early 1981 and will not af:ee~ ~he 1982 
"'-0'·_':.. "'~"'e· (~) ~-~ ... a"'~ -"'a'" ---ave ,.. .... e"" 'V' ":1- "' ..... _w., ... __ w.. ..'- •• ':. .. " ~w. .. "- .. ~, 

bu~ ~ost sign1:1eant1y, s~ar~ed ~o restore 
product~on: (5) Xexican produc~ion of ;~s 
ar.c! oil is up: (6) Sov:.et proeuc-:ion 
est~~ates :or the 1980's have ~een e:a
~atieally increased by the C:A, thereby 
increasin~ worle s~pply: and (7) the 
pattern 0: the first ~wo ~ajor O?EC ~rice 
increases in 1973-7'; and 19i9-S0 has sho'~ 

... liSa. 
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~hat pe:~~ds of deel~~i~~ 0= co~s-:.ar.t real 
c~~ee p:~ces :ollow s~~rp ~:c:eases ~r. oil 
prices, as ~he ~:ice of all o-:.~er ~oods a~d 
se=vices :eadj~s~s ~o tbe :ew er~de prices. 
:~is is cal lee ir.:latio~. ~h~s ratchet, 0: 
step-wise :elatio~ship jus-:. desc:~bed; ~~y 
be a bet-:.e: ;uide to 1982 p:~ce patterr.s 
thar. the app:oacn selected ~y w~-:.:ess 
Y~ttson. ~his would suppe=-:. ~ =ela-:.~vely 
co~s-:.ar.t real oil price pat~e:~ :0: next 
yea=. " 

~~R~fS POS~~!O~ O~ ~h~s !$sue !S 0: !~~e=~s~. 
:~~~ basically believes that -:.he sta:! esti~a~e 0: ~a:%et p=~ees 
of :~el o~l is too high. However, ~~ suppo:ts the staff'S ~ar;~r.al 
er.er;y costs because tbey ~o:e closely enco~pass tbe soc~al costs 
as well as the mar%et prices 0: fuel -0:'':'. 

ar.d CR;. persuasive and will adop-:. ?G&Z's esti=.ate 0: the projected 
price 0: :uel oil. 

The :esolutior. of -:.be issues discussed above results 

in the Co~~ission's adoptee ~ar~~:al costs sho~ below i: ~ables X-2 
and X-3. 
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Line 
No. -

1 
2 
3 
4 

5 

6 
7 

8 
9 

10 
II 

12 
13 
14 
15 
16 
17 
l8 

Ta:Ol~ X-2 

Pacific Gas and Elec:ric Cocpany 
Electric Department 

Stn1MARY OF Am.1JAL MARGINAl COSTS 
BY VOLTAGE L.c.-vEL 

(1982 Dollars) 

V'ol1:age Level 
Transmission 
Demand ($/kW/year) 

Generation 
Transmission 

Energy < ¢ /kw"b) 
Customer ($/customer/year) 

?ri~ry Distribution 
Demand ($/kW/year) 

Gene=ation 
Transmission 
Primary Distribution 

Energy (i/kWh) 
Customer ($/customer!year) 

Secondarv Distribution 
Demand ($/kW/year) 

Generation 
Transmssion 
pri~ry Dis~ibution 

Secondary Distribution 
Energy (ri/kWh) 
Customer ($/customer/year) 

-180-

Annual 
Y..arginal 

Cost 

S 92.52 
76.56 
15.96 
8.73 

944.00 

137.16 
78.72 
16 .. 44 
42 .. 00 
8.89 

369.00 

190 .. 92 
80.52 
16.80 
43.08 
50.52 
9.02 

182.00 



Tabl.l • pacific Gas and Electric company ). 
Electric Department • 

Q\ 

SUMMARY Olo' MONnll.Y tlARGINAL COSTS BY VOJ.TAGE LEVEl. AND 0 

BY COSTING PER 100 (1982 DOLl.ARS) 
t-.. 
lJ1 
w 

I.ino Period A period B () 

No. Vol~_age Level 011- Peak Part la 1-Peak off- peat< l)n- peak partla 1- Peak Off-reak CustOlner 
(t 

(A) - (8) (e) " (D) (E) (F) (G) {II 
t-l 
• 

Tl"811smission 
1 Demand ($/kW/month) $L1. 83 $3.99 $0.01 $1.53 $0.39 $0.00 t: 
2 Generation 9.78 3.30 0.01 1.27 0.32 0.00 

3 Tnmsmlssion 2.05 0.69 0.00 0.26 0.07 0.00 " () 

I. Energy ("-/kHh) 9 .12 8.67 8.31 9 .20 9 .0/, 8.68 0 

5 Customer ($/cust./month) 
78.67 rr 

prh\\._'ll·~ Dlstl"ibutlon 

6 Demand ($/kW/month) 13.63 5.71 1. st. 2.39 1. i .O 0.S9 

7 Generation 10.06 3.39 0.01 1.30 0.33 0.00 

8 Tl"ansmlss ion 2. LO 0.7L 0.00 0.27 0.07 0.00 

9 primary Distribution 1.47 1. 6L 1.53 0.82 1.00 0.89 

: .• 10 Energy (~/k"'h) 9.33 8.85 8 .1,1. 9.38 9.21 8.81 

0) 11 Customer ($/cust./month) 
30.15 

1--
I Secortdal"l Distribution 

12 Demand ($/kW/month) 15.70 7.79 3.42 3.t.3 2.65 1.98 

13 Generation 10.29 3.1,1 0.01 1.33 0.3f, 0.00 

If, Tl"ansmlssion 2.15 0.13 0.00 0.28 0.01 0.00 

15 Pt"im..n"y nistr lbut ion 1. 50 1.65 1. 57 o .8t• l.03 0.91 

16 Secondary Distribution 1. 76 1.94 1.8/. 0.98 1.21 1.07 

Ll Enel'gy (f//kllh) 9.52 9.01 8.55 9.5t• 9.36 8.92 

L8 Customel' ($/cust./month) 
15.17 

19 1I0Ul'S per period pel" month 127.2 23l.2 316.0 st, .0 -270.0 312.9 
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5. Alloea~io~ 0; Reve~~e ~ec~i;e~e~~ 
The ~se 0: shor~-r~~ =ar;~~al cos~s as o~ rate cesig: 

:ou~dation :esolves ~any 0: the issues sur:ou:di~; t~e al1ocat~o: 

quest~on is what subset 0: the total set 0: ~a:~i~l costs w~ll be 
used i: the al10cat~on ~ethoCo1o~y. 

seve:al 
;ene:al rate eases. 
method and we will co~t~nue our p:act~ce. 

used to allocate the revenue re~ire=.ent? 
helpful to :efer ~ack to ~ab1e X-2. 
~a~ ~"-ea" a~A "'~A"s~-~al Use"s) a .... e _"~ ... ~_avo_- 0·_ ... ·-_el··~ ... ·~~ ~~e_-v. .. .... ~..... ... , ~~"" ... -""... ........ - ... """ -'II ...... 

itee c: ma:;~:al cost sho~ i: ~able X-2 to allocate the :eve~ue • 
Staff and ?G&Z, however, =eco~~end ~hat we el~~i~ate those that 
a:e least sensitive to custome: usa~e. ~~'s ex~~~e'-'v ~ollo'-'s .~_ ~ ...... _ ... _. _ w 

Generation, and ~emand T:ans~~ssion. 
~he advocates 0: to~al ma:~i~al costs ar;ue once a;ai~ 

·~a- e~e~ ~-~ -e~~ese~·s a ~ost ... ·~ ... - .. ·_-.. -eA ~y ~~ ... e ...... ~_ .... ' .... -... y ~~_A ... ~.... ........ ......... ".1:'- ........ .... ' "" OJ - - - "" """ 

there:o:e should oe reflected in the allocation proceeu:e. ':'hey 
ar;ue that to el~minate any ~tem would distort the allocation and 
sene an incorrect p:ice si~a1 to co:s~~e=s. 
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we were us~~~ a lo~~-ra~;e view, we woul~ ~:eeee aeo~t ~~e ?Osit~o: 
advocatec by ?G&E ~y apply~r.; t~e s~~e reaso~~r.~ we used ~~ ~he SoCal 
Ee~sor. D.92S'9 as ~ollows: 

"Cha:.ges ir. :ate ~esi;: should :e:lect a=. 
application of ~arginal cost p:~:ciples to 
·hose se~-o~s 0& ···~l'·v o'O~-~~'o- w~~c~ ~-e ... •• _ _ '_ __ .... . _.\.iIo...... .~ •.. tw-_ 

s~;~~:ica~~ly a::ec":ee by c~sto~e:s' dec::~s~ons 
~o l~~it 0: inc:ea.se er.e:;y co:se:va~~on. ~o 
~he ex~ent ~he u~ility's :eve~\!e :e~u~:e~ent 
ca~ ~e ~et by assess~~~ rates no ~i~her ~ha~ 
~a=g~~al ~e~e=a~!on a~c ~=a~s~~ss~o~ cos~s, 
no cu.s~o:':'\er class will be pe:al:.:ec. a:d 
appropriate p:~ce si~nals ~~ll be provic.ec. 
to e:co~=a~e co=servat~on. :~e e~p~zsis 0: 
~a=ginal ~enera~~on anc t:ans=.iss~o: costs 
is :ully consistent with ~a:;~nal cOSt 
principles ~= e::ect ~= our eesi;: 0: natural 
gas rates where alte:nat~ve fuel costs and 
:,:,\a:;i:al purc::hasee ;as cost p~ay an i:':'\~:tant 
part. Cor.s~ste:cy ~n our ener;y ra~e desi;n 
pro;ra~s will also p:ovic.e p:oper p:ic::e 
si;:als to c~sto~e:s eeciei~~ on :o~s 0: 
ene:qy t:t.iliza::"o!'!." 

However., as cisc..:ssee pre·;:.ously, we have chose::. to ..:se a. 

short-run pe:spective :0: :atesett:.n; in this ?:oceed~:~. 
this pe:spective, we a~optec. the :ollow~:q e~ation: 

XC = Ma:;~r.al O~e:ati~~ Cos~s - Sho:~a~e Cos~s 

wh~ch we w~ll use a:e 

at each volta;e level. 

~ethoe, we ca~ allocate the :eve~~e :~~~:e~e~t a~o~; ~he c~sto~e: 
classes. The :es~lts are s~o~ i~ the :ollowi~; table. 
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cr.;..ss A!..!..CO.!!ONS 

PACIFIC GAS A\'"O E:.Ec:?:C r:::::Je;.::.Y 

SCOO' s 

A : S : C D : '=' -
: : ?:esent : . ~ : : AJ.:thorized 
: Sales : Base : Base Base 

Class : ~'? : Revenue : ?eve:n.:e !:'lC'ease ?eve:n:e 
(:;+:0) 

Residen:ia.l 18,713 470,652 1 ,288 ,7Q1.. 203,652 674,304 
1 se Tie:' 10,668 . 268,301 7~,705 116,101 384,402 
2nd Tier 4,589 115,424 316,~ 49,9LoO 165,36"-
3rd Tier 3.456 86,927 238,015 37 ',61 0 124,537 

light: and Power 
Srn.all 4,922 163,803 341 ,882 t..4,329 208,' 32 
Y~iu:l 13,118 324,58'0 899,261 143,05'- 467 ,6~ 
l.arge 14,149 247,373 926,207 168,98i 416,354 

Agrlculo:e 3,606 85,639 245,208 39,721 j25 ,360 
Railway 245 3,t..12 15,791 3,081 6,493 
Subtotal ~.aj or Class 54,753 1 ,295,463 " .. , ....... ., 602,819 , ,898,282 ':;,1 ... 1,.1._-, 

?t;blic A\:-:...'1o-::'ty 479 8,924 4,152 13,076 
Lighti."'lg 372 25,141 11,699 36,840 

• Interde?a--oental 124 2,834 1,319 4,153 

Oe."1e:- 0 61 ,277 547 61 ,824 
tfwv"R 0 

Sl.:btotal 55,728 1,393,639 3,717 ,''13 
. Acijt:S:::!e:'!t (1 ,1' 5) 

'I'O!Al. CPUC 55,728 1 ,392,524 3,717,'13 620,536 2,013,060 

-:!.S~-
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I~ this p:oceedi~;'T~?S a:;ued t~at o~he: ~ajo: eustome: 
classes should share some po:~~or. 0: the l~=el~~e ~u:den :or two 
:easons. 

l~ple~er.~ed all classes sr~reC t~e ll:eline responslbility ane 

~he secone a:~~~e~~ is t~a~ the 
reSidential ~lass is the or.ly class that faces i=ve=~ee three-tie: 
rates in o:der to er.coura~e conse:vation. 
other classes should share some 0: th~s ~u=den. 

~~~'s a=;~~ents co not o::e: a s~~stantial-er.ou~h 
basis :or Shl:ti:; any revenue re~uire~ent o~t 0: the resiee~tial 
class. 

~e note, boweve:, A.6022S, T~RS has a proposal 
We are kee~11 

interested in ~w~N's proposal which offers a ~ore solie theoretical 
:oundatio~ for shi:~i=~ so~e 0: the residential 
out 0: the reSidential class. 

-185-186-
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Steel Cornp-*~ies 

co~panies (U.S. S~eel, :~eson Steel Co., ane So~le Steel Co.) 
raisee a ~eneral economic i~p~ct ar;~~ent. ~he basic pos1~ion 
ar;uee by both the steel companies ane the :neustrial vsers is 
that our rate allocation p=ocee~:es have resultee :n hi~h rates 
for incustrlal users placin; the~ at a co~pet1tive eisaevanta~e 
W1 th s:"'i".:lar J.neust,:ies :',n ot,ne: s-:.at.es. ':'hey reG:uest that we 
take economic results into account :n our eecision re~ard:n; 

allocat10n. 
We could not be ~o=e aware 0: the econo=.:c conse~uences 

0: o~r eecisions. We are accosted every day by newspaper accounts 
0: the economic coneitions of the State. Eoweve:, when presentee 
wi~h an ar~~ent by a special interest, such as the steel companies, 
we have none of the necessary facts, as follows: 

1. Cur:ent state 0: p:oeuctJ.on facilities 
of ~ot.h the Cali:o:n:3 indust:y and 
out-of-state industry. 

2. ':'otal costs 0: doinq business in California 
versus out-of-state costs, such as: 
a. l.aOor 
b. Taxes 
c. Transportation 
c.. .:J.l O~he: 

3. Special aevanta;es of either in-s-:.ate or 
out-of-state (i.e., =.ine-=.outh operations, 
cli~ate, available labo: pool). 

4. Staneard 0: l~vin~ in-s~ate ve=sus 
out-o:-state. 

This brief lis~ snows tne com~lexity of analysis re~~i:ee 
to look into ~~e s?eei:J.c econo~ic effects 0: ou: eecision or. par-:.~cular 
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CO:l.su::!er s _ 
for the steel i~dustry, would we :lot i:l all :ai:ness ~eed ~o ~ke 
such a~ i::vestiqatior:. into a.ll i:c.'I.!st:ies'? ':'he ~olic:y could even 
be exte~dee ~o ide~ti:y the ecor.o~ic e::ect or. :esieer.t~al 
COrlst:rners. 

This course 0: aetio~ is clearly i~possible. We have 

desi;r.. ~e have ~sec ~ar~ir.al costs to p:o~ote eco:o~ic 
-~. , .... ov·';:e -· ... e so ....... '., ed ........ eatest '-ood :or e=.::.c:.e:c:y a::.~ ,-0 p: ....... ...... -'-fW.."Y " 

6. Rate Sehed~les 
We :lOW cons ide: the proposals ar.c issues ~~rrou=ei~~ 

speci:~c rate schedules. Rathe: thar. :ecapitulati:c; tbe 
evidence a:d reco~~e~~ation 0: each 0: the pa:t~es, we will 
center our ciscussion arounc each 0: the rate schedules. 

Eli:ination 0: Sl.7S 

?G&~ proposed to eli~ir.ate the ~or.thly custo=.er 
char;e in oreer to se~d a oetter conservation s~;nal to cor.s~ers 
ir. the\. :0::':\ 0: ~ore respor.s~·/e ener;y charc;es. ;:..1 so , ?G&Z po:.::ts O'l.!t 
that the c~sto~er char;e is a source of confusio: a:d dissatis:actior. 
to Cor.s~~ers. ~e revenue contributior. (51.i5) is also insi;ni:icar.t 
when compared to ~arc;i:lal eusto~er costs (S15). ?G&E ~as s~ron~ly 
supported by the E~e:qy Co~issio:l ar.e T~:L~. ~:L~ also proposee 
that ?G&~ i~stitute a ~i~i~~~ bill 0: ?e=ha~s 51.50 per ~o~th so t~~t 
zero usage eustomers wO'l.!ld ~~ke so~e reven'l.!e co~t=ib~tio~. 

The staff, on the other ha~e, proposed that the 
preser.t c~stomer char~e be retainee i: o:ce= to :e:leet so~e 
of the c~stome: costs i~ th~ resieential bill. 
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m~~~=.~~ b~ll w~ll ~i-:i~a~e ~:'e ~~e~~~~able be:e:!-:s :eceivec by 
ze=o us~ge =es~eences i~ the absence 0: a c~s~o=e= cha:~e. We 

w~ll prov~ee for a m!~~~~~ bill 0: S2.00. 
-~v~--e~ ~~-~~ ~~e- ~ft~e~ " •• -_ .... ~ _ ..... -_ ........ • ",<;;.- .. 

.... o .. e '''''e'''e&~ c· a' .... "" ................... e·· .. O"S .. wo ..... e- #!'- .. ··c ... ·· .. e hl _ .".. _ _ .. .. ...... ~... ... ... '"W l!'. Itt..... w - ..... ... ~ ... w. ..... _ • 

providec ~r. ar. excha~~e oe-:ween counsel :0: the Fa:: Bureau ~~e 
?G&Z·s rate cesi;r. w~tness Rey:oles a-: -:ra:script ,a~e 5270. 
as :0110· .... s: 

"0 ~o vou have a~v o~inion on whe~her . . ~ 

the conse~/ation e::ect 0: the 
three-tier versus the two-tier 
~e~hoe, which one was better? 

";:" ':he evieence that ! have seen to 
date =ro=. Oil: elasticity stucies, 
these have bee~ presentee for 
~as in the ;as =e~~ne case, they 
are still bein; :o~ulatee, :or 
~he electric eepa=~~e~t, but t~e 
eVieence strongly su;~ests tna-: 
a ~hree-tie= a~~=oach eoes se~ 
to induce conse~,ation above 
ane beyone elasticity developed 
basee upon an ave=a~e price 
variable. 

u: ~hi::.~ ~!'lat's a s:'gni:iea:i.t, ~o 
-e ';"'c."~c ~O'" .. ~""- "~~s ..... ""-·~c··~a.,.. ..... ~- ;. ,-, ... ~ ... _..... ;:''''''.~''' -..... 
tv-::e 0: =ate eesi~ is a~ 
e!~ective co~se~va~ior. i~e~ci~; 
~ool." 
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. 
We are co~vi~ced that t~e t~:ee-tier str~c~~re by i~sel= co~~ri~~~es 

cont:.~ue it. 

rate str~ct~re. ~o evide~ce was prese~~ec ~o su~~es~ a c~an~e. 

~he leve!izec ~ase ra~es w:.ll be ~!~tainee. 
?G&Z has ~ro~osed t~at in oreer to ~rovide greater 

rate design :lexi~ility, we aco~t a =a~ge 0: 35% ~o 45% di:=e=ential 
between tiers rather than our presen~ 38~ ci==erential. We agree 

that a range should be ~roviced but that the range should be 30% to 

40% in order to prevent too s~eep an inversion .. 
Another p=oble~ w~th ~~e res:.cent:.al 

co~st=uction • allowed in the :irst tier is 

lifeline ~~oun~ which ranges :ro~ 
':''he present 

second tier, rather than a certain ~~ount :0: all eusto~ers, is two 

ti~es the lifeline allowance. 
:o=th :.n !xhibit 123, page S?R-i, as :ollows: 

"0 9 

9 

What co~clusions did you draw 
:ro~ your analysis 0: t'he 
t:~ee tie:ee electric rate 
st=~C':u::,e'? 

':'he a~alysis shows that, 
ag<;re;ate over all =esice~tial 
bills, the distribution 0: 
electric bills te~~ating in 
each tier is evenly 
distri~utee. Howeve::" bills 
:or custo~e=s witb e~e~eee 
allowances tenc not to :all 
i~ t~e lat~e~ ~ie=s. :~ =ae~, 
W~"e o~'v 28 ~ _6~ce"- 0& ..... ....... • I~.- ~.... _ 

~ills 0: basic allowa~ce 
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custorn~rs te~~~ate i~ t~e 
first tier. 59.6 perce~t 0: 
e~ended allo~~nce customer 
~ills ~e~i~ate i~ ~he :i=s~ 
tie=. Fu~be=; eus~o~e~s 
witb a basiC lifeline allowance 
a~d tbose who have a basic
plus-air co~eitio~i~; allowance, 
~nose usage te~i~ates i~ the 
tbird tier, t~ne to exte~e 
:u=~he= i~~o tne ~ni~d tie= 
tha~ those witb water a~c s~ace 
heati~g allowances whose bills 
te~i~a~e i: ~he ~hi:c ~!e=~ 
AS a =esul~; ~he ~hi~d ~ie~ 
allocatio~ mostly a::ects 
customers with basiC a~e 
oasic-plus-air co~eitio~ing 
allowances. 

"One reason for this i::'\pact 
is t:~t the len;th 0: the 
seco~d tie: is, in all cases, 
eq~l to the li:eli~e 
allowa~ee. C~s~ome=s wi~h 
basic allowances need only 
exceed their lifeline 

l ' ........ .., .. 0··........ ... a .0ca .. J.o .... ;:)y "".., .~, ........ o .... e 
eons~~in~ into the third tier, 
while custo~ers ~ith, :or 
ex~~~le, electric water 
heatin; can use an additional 
490 k~~ before bein~ priced 
a~ thire tier rates. 

U::l addition, the size 0: 
e~ended allo~~ces a~~ears 
~o i~c=ease t~e li~elihood 
that a ~~sto~er ~i~~ s~e~ a: 
allowance will not eons~~e 
i~~o ~he la~~e= tie=s. ~his 
su;;ests t~at tbe extended 
lifeline allo~~nces ~ay be 
~~~-~o~o~·~o~~·e'v ,~~~~ ..... ;,:J!:"_ I:' __ ... *'--"W -- • ..... --~-

=elative to the enc ~ses they 
serve whe~ co~~aree wit~ the 
calculation unde=lyi~~ the 
setting 0: the basiC a11owanee." 
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-:h:ee ~~e:s sho~l~ oe as :ol!ows: 
':'le: 
::ae: 

'!'ie: 

... 
...... ...... 

~·T 

:"':':el:'~e ~~a::::: .. :;:. 
":he :.ex't 300 %!,olh over 
l~:el~r.e ~~~r.~~~~es. 
Csa;e over ~~e: ::. 

s~:~e~~:e w~:! eis~:~b~~e usa;e ~o:e evenly 
ir.~o all -:h:ee -:~e:s of ~he ex~e:.eee ~!:elir.e c~s-:ome:s, ~he:e~1 

ser.eir.~ ~o:~ co::ee~ co:.se:vc~ie:. s~;:.a!s ~o ~hese c~s~o~e:s. Also, 

~n:.s :a'te 

$xpe::.::-.er.tal ':'01: 
Schee~le ('~- i) 

?G&E has l=:o?osec ~o offer a:. eXl'e::.z:ve::::al vol\!::::ar'l 
TOU rate ~o h:.;h-use :esice:.~ial euSto~e:s to allow t~e~ ~o sbi:~ 

?G&E has not set :o:t~ 
a plan fo: alloea~ior. 0: ~ete:s ~~on; e~s~o~e:s, b~~ has eeferred to 
~s -:0 set prio:~~:.es. 

beer. eor.euctec.. ':'he sta:: p:oposes ce:ta:.:. chan;es in ~he schedule 

~e s~:oe;ly ~el~eve ~r~t custo~e:s shoule oe 

Ev:.de:.ee in th:.s l':oeeecir.; :~s show:. a de;:ee of 
ir.eq\!~ -:.y ea:.!sec. 'oy 0';': i:,·,e:tee. rates to la:;e ~ouseholes. To 
~:.-:.iqate so~e of ~hese :.r.eq~i-:'ies, we believe tha":. the ~a::.:= s~oulc. 
be mace a~t:ae~ive ar.c ?:ac~~eal ~o hi;h-use :a:ilies with or wit~o~t 
sola: d.ev::.ees. 
use. la:;e families with sola: c.eviees shoulc oe ;iven priority. 
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expe:i~ental basis. 
within 120 eays :0: ~he i~~leme~t~t!on of the sc~ee~le. 
sho~ld oe o::e:ee to custo=e:s ~~ the :ollow~:; o:cer. 

l. C~sto=e:s w!th a sola: heati:; 
cevice and =o:e than six =e~~e:s 
in the household. 

z. C~sto~e:s witho~t a sol~: heat~~; 
eev~ce a~d ~o:e t~a: six =e~be:s 
in the household. 

3. C~sto~e:s w~th a sola: heat!~~ 
dev~ee anc :ewe: t~a:. six . . .. "" , . 
~em.oe:s !:. t:"le t'lo~se •. o ... c. 

4. Custome:s w~thout a sola: heat~n; 
dev~ce w~th :ewe: than six 
~embe:s in the houser-ole. 

Master Mete: ~ciu$~~e~t 

':'he rate 

?~ Code Section i3~.S states tha~ ~astc: ~ete: c~sto~e:s 

:nete: se:v:.ce. ~he ~:esent discount is 26r. 0: l~:eline se~/ice on 
Schedule ~~ and Sl.75;~nit on Sched~le ~S. 

corn~ensat:.on should oe inc:eased based on an i:flation facto:. 
staff bel:.eves that 

of co:npensat:.on. 

._ .. sho~ld be ~aintained at the p:esent level. 

OT ~aste: ~ete: co=pensation. 
at the p:esent level; the DS and D~ sched~les sho~ld be moei:iee in 
the :ollow:.:.; manne:: 
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Fo: Scbec~le DS, ,,:~e Sl.75 pe: ~~~": ~us": 
~ow oe ex~l~c~":ly s":a":ee as a c~sco~~,,: 
s~~ee ~~e c~s~o~e= eba=;e lS oe!~; e!~=~~a~ee_ 
~e w~ll o:ce: ?GbZ ":0 p:o'l!ce ,,:~!s e~scoun,,:. 

:0: Sc~ee~le D~, a C!sco~~,,: 0: S~.iO pe: ~~~": 
s~o~lc be p:ov!cee. ~b~s level 0: co~pe:sa,,:~o~ 
was ~see i: D.S~~07, ca":ec :a:~a:y 3, 1979 
{=.10273i ":0 eS":abl!sb Sc~ec~le ~~ :0: ?G&Z, a~c 
:~S ~e:. ~a!~,,:a~:.ec ~~ s~ose~ue~,,: :a":e o:ce:s :0: 
?C&E. We w1l1 o:ee: ?G&E ":0 p:ov~ce ,,:b~s C!scoun":. 

::g~t a~e ?owe~ Ra":es 

powe: :a":es, .; -..... 
cha:~es a:c ":0 a 1esse: ex~e~,,: cus":o~e: cha:;es. ?G&Z ;e::.e:ally 
cba:ac":e:!zes its :ate ph!losopby as ~OV!::.; ,,:o~~:e ,,:~~e-ei:=e:e:":ia,,:ee 

ene:~y :ates w!":h less ~p:~S!S 0: ee=~nc a~c c.s,,:o:e: cha:;es. ~o 

~ai:.,,:ai: 10ac ~a::.a;e~ent incentives anc. oeca~se 0: h!s":0:ica1 p:eceee:ts, 
ee~ane anc c~s,,:o=.e: c~~:;es a:e :eta!nee a::.c =~ny a:e !nc:easec so=~~~~": 

s-:a::, on the ot~e: 
cha:;es be :et3!::.ec 

at p:esen": levels. 

. .... ,..,- ... ,' "1 1 cna:ges a:c. c.e::la::.c c::a:<;es s •. ot:. ... c .... e e ... !~!::.a":ec. tote_ y 0: at eas": 

con":a!::.ec in Zxhibi": 117, page 9, as :ollows: 
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testi:iec 

"':he key :'0 both loac. ::'Ia~a<;e:':'le~'":. a:c:. co::.se:va'":.:.o~ 
~s to :ec\!ce e::.e:<;y ~se. Rec~e:.~; system peak 
:.s aeeo~pl~shec by rec~c:.~~ ~~e:;y use 0: 
:.:d:.v1c:.ual c\:stome:s at the t:.~e 0: syst~ 
-e~~ ~o- ~e~"c~~~ ~o~~o·~c·~e-- A~~~~ ~~·s ]:I W'-'I •• 'till .. ,....... ___ " .. • ... w ..... _'"' ... _ '-.06.'V •• "'*. • "411_ 

phe~o~e=a ~s also callee :.~c:easi::'<; c:.vers:.ty 
0: i~c:.v:.eual loaes. =:.~e-o:-\!se e::.e:~· 
rates ~ay :ot penalize c\:sto~ers :0: the~: 
no~coi~eice~~ peaK I ~~~ ~ll e~co~=a;e ;~ea~e: 
e::.e:gy co::.se:vatio~ a::.c he::.ce cive:s:.ty. 
Rates w~th lowe: ee~a::.e eha:<;es a~c ~o:e ti~e 
ci::e:ent~at10::. :.: e::.e:cv eha:ges ea::. sho~ 
~ore lead facto: :.~p:ove;e::.t a~d ~o:e loac:. 
shi:t:.::.; ::o~ peak to off-peak perioes tha~ 
rates w:.th h:.ghe: ce~a::.e eha:<;es a:e less 
t:.~e c.:.:::e=e~t~at~o::. i::. e::.e:;y char;es." 

t.ha-e: 
"C\:stooe: charges ~y their ::att:.:'e as a :~xee 
::'Io::.t~y cost are i::.herently :.~e::ic:.e::.t, 
beca\!se they eo not reflect the cost 0: 
e::.e:;y, a::.e :.::.~u:.ta~le, oeca\!se they 
penalize s~all ene:;y \!sers. ~~:.le PC&Z's 
rates are invertec to reflect i::.creasi::.g 
~a=;i::.al eosts, a ::.xee eost ele~e::.t i::. 
the ta:i:: co::.traciets the :.::.te::.eee pr:.ee 
sic:;::a!.u 

to produee :.nc:easee loaci :ac":o:s wh:..eh ~'o,;lci ':':e=ease plan": 

We are pe:suaeee by ":he testi~o~y 0: ,,:~e ~:e=~ Co~~~ss~o::.. 

Beca\!se we co :ot feel tha,,: rac.:..ca! c~a::.~es c~~ be ~ace in all 0: tne 
li;ht anc:. power sehec,;les a": th:..s time, the to":al =eeo~e~Cation 
can::.ot be aeopted. 
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PG&E proposes t.o ~~cre~se t.he e~er~y, c~s~o~e=, a~c 

co~~ected loae eharges :or the ;"-1 sched~le. 
an ~~c:ease 0: t.he ener;y rat.es. 

~o ot.her 
pa=t.y proposee cha~;es. :he PG&~ proposal will ~e adopt.ee, 

?G&E has proposed to i=ple~ent. a ~ew c~st.o~er cha:;e 

schedule, a de~a~d ~ete:ee ge~eral service schedule, includes t.he 
~ulx 0: t.he ~ee~~~ ;eneral service s~les. 

previous 12 ~o~t.hs • :he CRA e~eorses t.he ?G&E proposal. 
The st.aff :eco~e:cs ret.entio~ 0: t.he p=ese~t de~a~e 

ehar~e and 

st.aff opposes the adeit.io~ 0: the new custo~er cha:;e. 
w~t.h a~d adopt. the staff reeo~~endat.ions. 

Also, t.he 
We a<;:ee 

~he A-21 SChedule ~s a :oc de~and ~ete:ec schedule 
~andato:y for cust.o~e:s w~th peak de~ands a~ove 500 kW. ~his SChedule 

was eec~ded a:t.e: this applicat.~or. was filee. 
:elat.ively low de~a~d c~a:;e 0: 51 per ~W prO'liced ~y ~.925S3. ;";'so, 

oelow 500 k·,.,. Th~s :eco~~eneatio~ was uneo~t.ested and w~ll ~e acopt.ec. 
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:ar¥e ~ight a~e ?ower 
~a=~e l~~ht anc power cus~o~e:s are served pr~~a:~ly 

by three schedules: A-1S, A-22, anc A-23. A-18 ~s ~he scheeule :¢r 
.nter:uptible c~sto~e:s: ;"-22 ~s :or c~sto~e=s w~th ~onthly ee~ane 

excess 0: 4,000 kW. 
!~ ~h~s p=oceee~ng ?G&S proposes tha~ the A-22 and 

;"-23 schee~les be co~b.ned.. ~he co~binat.on wo~ld :eat~re .ncreasee 
c~sto~e= ane de~ane char;es w!th ;reater .ncreases 0: ~he.ener~y 
cha:~es. 

:a~es ane char;es, they wo~le be separately ~4i~tained In oree: to 
ex~~ine future load c~:acter~stic cost va:iat~ons. ",!,,'Io.e ""'''opos.' _.. 1:'. ...... 

is founded on the concept that the ~ar~inal cost 0: prod~cin; the 
last unit 0: ener;y !s the s~~e :0: both classes 0: custo~e:s • 

The staf! pos!t!on is that ?G&Z has not d~onstrated 

ener;y rates. 
~he :nd~strial ~se:s st:o~;ly oppose ?G&Z's proposals 

on tWO ;rounes. First their ar;~~ents concern the ~phas.s on ener;y 
~ ... --
Secone. 

the Ind~strial Osers claim that the load cha:acter~s~~cs 0: custo~ers 
in the two schedules are very different. ?G&Z countered that most 0: 
these ei::erences were caused by a few large atyp!cal customers ane 
that o~t :or those c~s~o~ers, the avera;e eos~ cha:acteristics 0: the 
A-22 and A-23 cus'Co::'te:s · .... o1.!lc. be ::lore r.ear1.y eq~al. 
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We are pe=s~~ded ~y ~he tes~::'~ony 0: ?G&Z and w!ll 
a~thorize the consolidation 0: ~he ~-22 ane ~-23 schedules. However, 
rather tha~ increas~n; the c~sto~er and de~and char;es, the 
consol~datee sched~le will eonta~n the lowest 0: ~he customer a~e 
de~nd char;es presen~ly in effect on either schedule. 

I~te~r~ptibl~ Rates 

:n~er:upti~le rates ~re desi;nee to ree~ce syste~ pea~ 

load at t~~es 0: low rese~~e mar;ins, there~y ee:e=ri~~ ~eee to 
o1.::.1e expens::: .... c neON ~e!'leratinc; eap~c::' -:.y.. Custo::lers on ::'nte::up-::':Ole 
ta:~:f sched~les are ;~ven a e~seoun~ as compensation for the possi~ility 

Duri:g the eo~:se 0: this proceed~:g, ?G&E ~~~dee its 

interruptible rates ~y Advice Let~er SSl-~ ~o ma%e ~~~ more 
a~tractive. ~ .. o-... ~ ... & .... ~e~ ~~&~ ~v 'et-e- o~ ~~-., 

- &''oJ - ;.; ..... • - •• "'"1:' ........ 0, 1981 

~he tariff has been approved on a~ exper~~en~al ~as~s. s~bject to 
:ili:; of a preliminary repor~ before Oc~ober 1, 1981 and a final 
report before October 1, 1982 evalua~:'n; the cost-effectiveness 0: 

0: the final report i~ tbis declslcr.. 
Street a~cl O~~eoor ~ieh~l~e 

:::. it.s 
erie:, ?G&E acceptee the :ecomme~eatio~ :or a ~~i:o:~ percentage 
:"nc::ease. 

llgr-ti::.; sched~les (~S-l, ~S-!A, LS-2, ~S-3; OL-l; and TC-l) will be 
ac.optec.. 

The a;r::'cul~ural :ate proposals are basically ::.ot at. issue 
i::. this proceeein~. The sta::'s :eeo~~e~eat~o~; as su;;estec. by the 
Fa~ Eureau, will be ac.opt.ec. :0: the agricultural ra~e scheeules 
(?A-l, ?A-lX, anc. ?~-2X) • 
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B. Rate Desis~ - Gas Deea~~~~~~ 
1. Baeke~ou~c 

The ;as rate ees!;~ is ~ot as cO~troversial as electric 
rate cesi~~ because we have p:ev!ously cec!ced ~a~y of t~e =eleva~t 
~ssues. Gas rate des1~~ ~as as !ts :ou~dat~o~ two ele~e=ts: 
(1) the ,riOrlty syste~, a~e (2) alter~ate fuel prici~;. Because 

allocatio: 0: the reve~ue ource~ has ~een vlr~~ally ell~i~atec. 

1: rates are oased or. t~ese two ele~er.ts. ~his process leaves at 
issue how we will ado,t ar.c apply a l~~ltee ~~~ber 0: expl!c!t 
~uidelines to arrive at the rates. 

OUr previous ;uideli:es i:volveC rateSettlr.; :or the 
lower priority customers (?-3, ?-4, ~~e ?-5) servee 0: t~e G-50, 
G-52, G-55, a~e G-5i scheeules basee oe the p:lce of the alterr.ate 

of the class rates to the syste~ average rates. :r. settir.~ the various 
rates, we r~ve r.ecessarily used effective rates: that lS, the S~ of 
the rates decided i~ ge~eral rate proeeeci~;s a:e the rates eecidee 
in purchased gas offset (GAe) ,roeeeein~s. Because the rates are 
changee at every GAe ,roceeein; as purc~~see ;as costs ch~~;e, a:c 
because these costs are such a high perce:tage 0: the total cost, 
the most i~portant function 0: general rate cases is to establlsh 
guidelines and rate relationships. 

2. Yla=g~r.al Cost of Cas 

Because we rely heavily on marginal costs 
rates :or elect=ic se=v!ce, we feel !t ~ecess~=y to co~~e:t 0: ~~e 

~a=;i~al cost concepts :or gas prici:;. ~e eo rely heavily o~ ~a=~i~al 
cost concepts to price ;as, co~trary to ~he views 0: so~e 0: the parties 
to tbis proceedi:;. 
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?G&E basically states that ~:~i=al cost ~et~occlo;y :0: 

stat: argues ag~i~st the use of ~a:;!=al cost p:ici:; :0: basically 
the s~~e :easo=s t~~t ~bedced costs advocates a:gue a;ai=st ~a=;i=a! 

sa~e basic equatio~ evolves: 

MC = Ma:;i~al Ope:ati=g Costs - Shortage Costs. 
Ad~ittedly, the shortage costs te~ i~ t~e e~atio= has 

not oee= st~dieC carefully • 

~o:':\e=t. This leaves the si:gle te~ of ~a=;i=al ope:ati~g costs 
which are the ~a:;i=al energy costs 0: :':\o:e basically the price 0: 

"Fo: the s:':Ialle: inc:e:lents a:c. c.ec=e~e=ts, 
the ~a:gi~al cost of ~as :':Io:e closely 
approxi:':lates :esidual fuel oil: i: fact, 
it appears that for ~aller anc s~~lle: 
ee:':\and changes the ~arginal cost of gas will 
eonve:~e to the cost of :esid~al :~el oil. 
These are reasonable results in light 0: 
?Ca=dE's gas resource planni:g c:ite:io= 
that tbe cost 0: :~tu:e gas resources :,:\ust 
be less th~~ the projected cost 0: alte:nate 
fuels i= the long :,~. Fu=the~o=e, since 
=atural gas wbich !S 'f:eee u~' through 
ecnse=vation on the ~a:t of ?Cand~'s :i~ 
gas custo:':lers :':lay be used by ?Ga:dZ's 
non-:i~ gas custo~e:s. The gas c~ be 
sold to c~tailable custO:':lers at their 
alte:=ate fuel costs, which :0: the lowest 
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pr~or~~y users is ~~e cos~ 0: =es~eual :~el 
oil, !n ~his way, one ca~ ~h~=k 0: ~~e 
~arginal 'oppor~uni~y" cost 0: conse:ved 
gas as the price a~ wb~ch that ;as can be 
sold elsewhere. Eecause 0: these several 
:ein:orc~n; reasons, ?GandE has chosen to 
~se ~he :o:ecas~ed cost 0: res~d~al fuel 
011 as the long-run ~a:;inal co~oe~~y cos~ 
0: ;as :or use in the eval~ation of ~he 
eost-e::ec~iveness 0: the Company's ;as 
eonserva t:.on progra."':'Is. /I 

One can now a~ ieas~ v~ew electric~ty a~e ;as pricing 
~he sa."':'Ie t.e::-::-.s. 

Also, ;as 

.... •.. 

pricing has, as a strong :o~~Cation, the p=~orl~y syst~ whereby 
various classes 0: customers are assl;nee a prior~ty eepend:'n~ on 
end-use and alternate fuel eapaoll1ty. 
mine, it is clear ~~a~ we ~ave bist.orically a~~~Ptee to pr~ce the 
;as for low prl0rity customers closer to ~arglnal costs tban the ;as 
for hi;h priority custo~ers. 

to orin; each class 0: custo~ers e~ually close to i~s ~ar;inal eost. 
Once low prl0rity ;as ~~sto~ers are priced at mar;inal 

cost, it is clear tbat t~e re~alnin; hl;h prl0rlty custorne=s w!ll be 

requirement. 
3. Gas Rate ~esic~ 

tha~ was electric rate cesi;~. The pro~sals 0: the pa=~les we:e ~ot 
far apart anc the a~d~tional revenue is relat~vely s~all eo~pa=eC to 
the Electr~c De~a:t~e~t. 
~~y rate eesi;n iss~es. 

aed~tion, we '~ve previo~sly settlee 
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eus-eo~e: cha:;e ::om Sl.20 to 53.00, a:.d spread ~~e :eve:.ue !~c=ease 
~o~; ~he res~de~~ial a~c small co~~e:c:al classes. :'t "lso proposes 

to res~:~cture the :es~cle:.tial ra~e schedules ~y s~lit't.~; ~~e l!f~l!:.e 
tie: i:.to two e~~al usa~e ~loc%s a:.d co~~~:.u!:.~ the p:ese:.~ second 

-.. ~ .. e .. ~e-... e.~.-..... ·o~ .. o~ -he ~~4~~e'~-es .. ... " ................ . 
p:ev!ously se~ forth !:. D.91i20 as arne:.ced. 

Staff 

:0110, .... i:.; =eco:::.e::.datio:.s i:l Exh. bi t 39: 

1. ~e~a~::. the :esice::.tial rno::.thly customer cha:~e • 
., ... 
., 
01 • 

...... 
I I • 

Se~~e la:;e co~=e:cial-i:.cust:~al (?-3, ?-4, 
a:.c ?-5) customers u::.cer Schedules 0-52. 0-55, 
0-S5~, and 0-5i; :e:erc::.ce rates ~o the eu=:e::.t 
rna:Ket price :0: =6 lo~ sulfur fuel 0.1. Set 
Schedule G-50 rates to be at a premium above 0-52. 

~. Use these ;uideli:.es :or :esieer.~ial a::.c 0-2 
rates: 
a. Set the ave:a;e reside:.tial rate 

a::.d the 0-2 rate should be set a~ 
the same level a::.d by :e:ere::.ce 
to the sys':.e::-: averace rate. 

o. ~he li:eli~e =esiee~~ial ~a~e 
should be app:ox.mately lee 
~e: the~ less tha::. the avera;e 
res.de::.tial ra~e a~d :ecover, as 
a ~i~i~~~, ~he ave=a;e cos':. 0: ;~S. 
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c. The nonll:el~~e resiee~~lal ra~e 
shoule oe set :esiduall: a:t;er 
dete~i~in; the :esiee~tia: 
revenue require~e~~, and ~he 
custo~er ~cr.t:' and li:e:i~e 
revenue contri~utions. 

company (SoCal Gas) guidelines. 
~. !n s~~~a:y, the :eco~~ended guieeli~es :or 

resale rates are: 
a. ~ si:;le c~~oditl rate schedule. 

b. 

c. 

7he Palo Alto Scneculc G-60 rate 
e~~atec. to 8S~ 0: the s1ste~ 
average ra-ee. 
The o-eher resale ~~sto~ers' 
(schedules 0-61, 0-62, and G-63) 
co~:.oeit;y rate be defined as the 
s~ 0: the avera;e cost 0: ~as, 
the ~a:;in, anc. the Gas Exploratio~ 
and ~e·lelopr::ent ;"'cj us~~en-:. (C~;..) 
rate. This will not precluce -:.he 
aee~tion 0: any aCjus~~ent rate 
authorized by the Co~~~ssion. 

The staff 0: the Policy and ?lann~~; ~!v!s!on in Zxh~~it 9l 
providee testi~ony a~e rnace the :ollow~n; reco~~endation re;ardin; rate 

criteria: 
"':'be recor:".r.'lencec. e::','e.eria are: (a) rates :0: 
interruptible service under Scbeeules G-52, 
G-55 ~nc 0-57 should be uni:o:rn ane 
referenced to the cost 0: alter~ative ~o. 6, 
low sul:u: fuel oil to ?G&Z: (b) the 
Schedule G-SO rates should be co~t~nuee e~ 
a level ~ot exceeei~~ 3c/the~ a~ove t~e 
G-52, G-SS, and G-Si =a~e: (c) ~he 
Sc~eeule G-2 rates should be :e:e:enced ~o 
~he avera;e syste~ :ate (less li=el~~e sales 
ane :eve~ues) :0: small custo~ers. 
Feasi~i~i~y 0: a~ inve:~ee :~~e shou~c. be 
ex~~~~ec ~ursuan~ to t~e :ul~~g 0: tne 
;,.c..~i~:'s~ra::.ive La'~ .;ud;e. 't!e should exa."':'li~e 
~he :easibi:'i~y 0: prici:; la:;e G-2 users 
or. a basis co~sis~er.t w~~h the rates to 
in~er=uptible custo~ers: (c) ~he l~:eline 
ra-:.e s::oulcl ~ot be ::.o:e ~har. 25:; ;:'e:'o'~ the 
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ave=aqe sys~em ~ate. !: t~e ~~sto~e= e~~=qe 
is e1i~~~ated, ~be li:e1i:e ~~ar.~ity :ate 
sho~ld oe e~~ivaler.tly i~c:eased: (e) the 
~axi~~~ :esidential :ate shoule :Ot exceed 
the ma=;i~a1 supply cos~s a:e the ~ie= :: 
=a~e should :ot exceed the Schedule G-S2 
:ate: ar.d (:) ~he avera;e rate :0: the 
=esieer.t1a1 class should ~ot oe ~o=e than 
7~ oelow the syst~ average rate (a??:ox~~ately 
the p=ese:t :'ate :,elatio~s~ip).11 
~~erev Co~~issior. 

design was li~itee. 
that: 
~es'~e~tl'a' ~~~ ~o~-es'~e--'~' ·~~·~~s ~~~ (~) "'e s~o"'~ ~··-·~e-• .~.. ...~........ .~ .. __ .......... "'W __ ,... i Q .... w ... t¥ ... ...-~ - -_ '-~. -

study the :e1atioeship 0: gas :ate st:,ucture (usage blocki:;) ar.d 

z:? 

T~:L~ls position in this p:oceedi~; was si~i1a: to ~hat 

0: the policy a:d ?la::i:~ Divis~on. ~~R~ does a=;ue ~ha~ 
the G-52 a:c G-SS =ates ~eec :ot always ~e e~ua:. 

!~dustri~l Users (GM) 

Ge~e:al Xoto:s Co:po=a~io~ :iled a separate b:ie: w~~eh 

st:enuously Q:;ues ~hat the G-2 =ate guieeli:e should not be :e:e:e:ceC 
to ~he G-SO ra~e. GX o::e=ec ~o evice:ce ~ut cites past 
Co~~issior. cecis~o:s. 

?alo ~lto( Coali~ca 
Eacb 0: these cities :equestee that the Co~.issio= ~ay 

atte~tio= to tbei: ~~ique cha:aete:isties a:c s~t~atio:s i= dete~i=i=~ 
the :esale =ates (G-50, G-62, a:c G-63). 
!)iseussio':": 

incica~es ~he issues to ~e =esolvec. ~he ~o~t~ly C~Sto=e: cha=~e 

is the :i:st top~c 0: cis~ssio=. 
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C\!stome::, C~a::,ee 

eli~ina~~on was also suppor~ed by 7C?S, bu~ was o~~osec by ~he s~a::. 

Its eli=.i~a~~o~ woule pro=.ote co~se:va~io~ by ~laci~~ ~~e assoc~a~ee 

:eve~ue requi:eme~t i~to the co~odity rates a~c :ecluci~; customer 

co:::usiol:.. 

usage is lowe:'. 

We will adop~ ?O&E's proposal to el~~~~ate the :esiee:=.tial 

C'l:.s~o::'.er charge,. ~h~s is consiste~t with o~: deciSion on the 

electric res~eential customer cha:~e • 

custO::ler charges :or s::1all eO::l.-:te:e:.al users CO-:!) woulc:. si::i.larly 
promote co~serva~io~ i~ this sec~or also. 

would have a ~:.~uscule e::ect o~ ~he co~~odi~1 rates. Also, ?G&E 
provided testimo~y that zero usage custo~e:s die not have the sa-:te 
...:er-. ... ee 0& C"s"'o"'e- co ..... ··-·o ... ?I"":"~ .... 'l"-.e-.. e& .. o .. -e, '"' .. -c·, .... ,.; "::, ............ ~·:'e ~ ~.. .. - ~ ~.. -:-~- - y-~, - ~ -~~ - ~ 

~on:esicie~t~al custO::ler cha:;e should be not o~ly reta~~ee ~ut act~lly 

increased in o:eer ~o p=ov~de ~reater revenue stability. 

~he:e was i~su::ic:.e~t eviee~ce ~o show that ~o:e 
revenue stabili~y ~s :e~~i:ee tha~ that p:ov:.dec t:~ouC;h the OAC 
procedure. As ?G&E po~nts out, the customer se:v:.ce cha:c;e :eve~ue 

schecule - 1/3 0: 1%. 
cha:<;e. 

We will the:e:o:e el~~inate the G-:! custo:ne: 
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~esiee~~~al Usace Slocki~c 

The ~ext issue ~o be discussed co~cer~s ?C&E's proposal 
t.o spl:.~ -... ~.e l ... ·&_el_·~.e ~loc·.~ _·~.~o ~~o 'e-"~l ~lo~~s ~~c' ·0 co~so'~c'a-e • _ _,.,..... _ _ ... ~ ............ oJ ...... v.... .. __ .. 
~he seco~d and ~hlrd tiers. ~he proposal is desi;~ed ~o p:ooote 
conservation oy ~a~i~; ~ne usa;e l~ eac~ oloc~ =ore s~llar. 

and 6% :.n ~ier II:. ?G&~'s proposal would resul~ i~ 2i% i~ t~e 

~he proble~ is so~ewhat. analo~ous t.o ~he usa;e blocki~; 
p:oble=. ~ha~ we addressed re;arein; t.~e elect.ric rat.es. However, 
here ~he proble~ involves t.he size of the :irst. ~ier rather tr~n 

Eecause t.he rat.e relatlonships we will adopt ~lll be in te~s 0: 
lifeline ve:s~s ~onli:eline, we do not :eel -:hat. 
t:.er will solve t.he ~o:e baSlC probl~. 0: how to better cons-:ruct. 
first t:.er usa;e quantlties. We will therefore reject. tne proposal 
to spl:.t -:he ll:eline -:ier anc consol:date the second a~cl ~hird t.iers. 
We feel t.hat 0:: i7 is the proper for~~ for t.hese proposals. hlso, 
we agree wl~h the ~ner;y Co~~iss:.on -:hat. any chan;e in -:he presen-: 
structure ~us-: be analyzed in t.e~.s of t.he e::ec-: ra~e s-:ruct.ure 
has on z:? 

4. Ra~e Guieeli~e~ 

Ou: rate applicatio~ ~~idelines to ?G&Z were ;ene=ally 
estaolishec ~r. PG&E's las~ ;er.e:al rate case. 7hese ~uideli:es 
coveree (1) the se~~er.ce 0: applicatior., (2) resale rates, (3) the 
G-2 referecce rate, ar.d (4) the relationship of tne li:elir.e ar.e noc
li:eline relationship to the syste=. avera~e rate. ~ost 0: the parties 
showed so~e confusion re;a=cln; -:he ~resent ;~icelines. We wlll a-:tempt 
here to establish a step-by-step ~ethoe 0: setti:; the ind:.vidu~l rates. 
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Guidelines ~y be appl!ee eit~e: si~u!~a~eo~s!YI 0: 
se~entially. Our previous ;u~deli~es were applied s~~ultaneo~sly 
with a ~reat de;ree of jud~ent rese:vee :0: ~s. Rate desi;: beca~e 
an issue i~ G~C proceecl~~;s because ~o party r~d a clear !dea 0: t~e 

res\!lti:; rates. ,....... '1 .,., 10. • •. !s proo e!':'l • ..r!...... OJe 

seque:ce to application 0: the ;uideli:es, as reco~~eneee by the 
Policy and ?lanr.in~ Division witness and stron~ly supportee by ~;R.~. 

Before cliscussi~~ t~e sequence, we ~ust f~rst ~e a~solutely 
clear or. our rat~ ~~idelines. 

Resale ~~tes 

The resale sc~edules are provided :or the followin; 
c\!sto~e:s: Palo ~to (0-60), City 0: Coalir.;a (0-61), C? ~ational 
Corporatior. (0-62), and Southwest Gas Corpo:atio~ (0-63). =he basic 
:o:,m\!las for settin; the G-62 and 0-63 rates ~ave 10:; beer. establishee 
ane were not contested ~n this proceedin;. =hey w!ll no~ be cha~~ee 

except for char.;i~; the rates to a sir.;le co~odity rate as recoe:.endee 
by the staff. 

The City 0: Coalinga also has had a !or.;-established :ate-
:o:':':".ula, bl.::: ~ ... _ .. 

should be pr!ced as California ;as. Coalir.;a's 
secondary posit~or. !s that a :ew sales profile .... ,. '10. - • S •• ou ... Co OJe ac.optec. 

~owhere ~ave we stipulated ~hat ?G&Z sho~le price the ;as as i: it 
C~T.e ::o~ a pa:ticula: so\!rce, a so-called cos~ 0: service ra~e. Also, 
Coa1i~;a failed ~o provide s~=:icient evieer.ce for ~s ~o chan;e its 
sales pro:lle. :he h~storical :or~ula for settir.; Coalir.;a's ;as rates 
will be retai:ee except that t~e rates will be consolidatee i=to a 
single cor.~oeity rate as =eco~~er.dec ~y the staff. 
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Palo Al~o prese~~ee evicence that the prese~~ :o~~la 
for se-:ti~; its ra~es has resultee i~ a~ i~aeequa~e ~argi: oeca~se 
of its very effective conservat!o~ efforts. Palo Alto, ~~ere=ore, 

:ec;:~ests t~a,,: a ~ew :o::nula ~e adoptee. Palo Al~o proposes t~at 
the G-60 rate ~ 80~ 0: the ave=a~e =a'te pale ~v PG&::::'s ?-l a=.d p-2 .. 
customers. The staff proposed that the G-60 :'a'te ~e set at as~ of 
the syste~ 3ve:a;e :,ate. 

The p:oole~s surrou=.ding the pa~o ~to =~tes were wel~ 
ch=oniclee i~ our prev!ous deC1S!On (~.89315, Septe~~r 19i8). 

PG&:::: has nOt yet p=ese~ted a satisfactory rate :o~ula. ~be 

proposal 0: the staff is eas!ly a~~inlste:eC and p:oeuces a satlsfacto:y 
ma:~i~ to ?alo Al~o. Our ~as~e policy that Palo Alto be allowee a 
reasonable ~=;!n without our e~terl~g a ~l:i ra'te case :or Palo Alto 
has ~een 

formula. 

co~s:.stent :0: a n~~~er of years a~d re~al~S unchan~ee • 
Fo: this p:oceeein; we wlll adopt ~he staff's reeo~~e:eee 
~e ~elieve that this fo::nula wlll produce satisfaCtory 

:esults through a": least one or two GAe offset proceedi~gs. ~e are 
adopting gUidel!nes which result in an average rate :0: P-l and ?-2 
customers whlch is less tha~ the syste~ average rate. Palo Alto 
esta~lishes its ;as rates at the sa~e level as ?G&Z rates a~e does 
not have the substa~tial low priority market available to ?G&E. 
subseq~ent GAe proceedings, i: palo Alto !s u~aole to ~ai~taln a 
:easonaole marg~~, we will reex~~i~e ~~e ra~io used. 

::cus~rial R~tes (G-SO, 
G-52, G-SS, ane v-57) 

.,. ... .... 

~~st have alter~ate :~el cap~bll~":y. ~he G-50 custome:s ~ust have ~~e 
aoility to bur~ =2 low s~l:u= fuel oll. ~~e ~e=.al~l~; :=dus~:lal 

custo~ers must have the aOility to O~:~ =6 low sul:u: f~el oil. Our 
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curre~t policy t~at the G-S2, G-5S, a~c G-S7 r~tes should be u~~fo~ 

a~c re:ere~cee to the ~arket pr!ce 0: =6 low sul:~ fuel oil will not 

be ch~~gec. Also, we w~ll reta~~ the ~!cel!~es setting the G-SO rate 
at not ~ore than 3 cents per ther=. above the G-S2, G-S5, anc G-S7 rates. 

Co~e~cial (G-2) 

The G-2 sche6ules serve customers in the ?-l, ?-2, anc ?-~ 

classes. Our ccrrent g~iceline is ~~t the G-2 rate be referencec to 

the syste~ avera~e rate excluc!ng lifeline sales a:e revenues. 
?olicy anc ?la~ing ~ivisio~ witness testi:iec t~~t the G-2 rate should 
be set at the same level as the G-50 rate ~cause ~any 0: the G-2 anc 
G-SO customers ~~ve co~parable ~sage levels ane soce have the s~e types 
0: ene uses. ~he G-2 custo=ers are pay!ng ~ lower rate because th~y Co 

rates be moved closer to ~a=~inal costs • 

We basically a~ree with the position advocated by the Policy 
and ?lann~n~ ~~vis~on's wit~ess cava;:aro. However, because of o~ 

G-2 rate shoule ~e set w~thin a reasonable ran~e. 
rate :or the G-2 sched~le is the S~~e level as the G-SO rate~ however, 

in the resolution 0: over- and u:eercollections, the G-2 rate c~ fall 

Within a range 0: plus or ~~nus 3% 0: the G-SO rate. 

will se:ve as a si;nal that our ~uidelines should be ree~ineC if the 
resulting G-2 rates exceed the 3~ allowance. 

Resieenti~l Rates 

We intend to set tbe res~eential rates resicually. S:':ce ~::e 

resicential customers, l " ... ,., G 2 ::..<e .... e - custo:-:ters, 
:uel ~urnin~ capa~ili~y, ~hese :ates neee not be capped at the p:iee 

0: =6 0: =2 low s~l=ur fuel oil. 
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li:eli~e :ate, syste~ ave:a;e :a-:e, anc the :es~ce~-:~al class 
avera;e :ate. 

~~V~S!O~, w~!eh ~ses a eos~ 0: se:v~ce bas~s :0= set~i~~ :es!eer.~!al 
~e ~ave p:ev!ously eeC!CeC -:~a-: t~e ~ve:a;e 

~~e ;u!celines w~ acopt are t~at: (1) -:he resieential 
class ave:a;e :a-:e 
rate, (2) the ~~er :ate ~~11 be set at 

below -:he syst~ ave:a~e 
70~ above the class avera~e 

:ate, (3) -:.he Tie: .. ..... :a~e '~l: be set residually. 
nete~;~at~or. 0; Specific ~ates 

:n orcer -:0 let all parties ~ow wit~ so~e certa!::.ty how 

specific rates will be cete~::.ee in this proceee!n; anc i::. future 

GAC proceeci::.gs, we will establish an orderly se~ue::.ce of steps. 
Step 1 • 

Step 2. 

S-:ep ") ... 

Step 4. 

S-:ep 5. 

We will aeopt a :~~en~e =equire~e:t, 
a sales :i~re, ane a re:erence 
pr~ce 0: low sulfur :6 fuel oil. 
~~e G-52, G-SS, a:c G-57 rates will 
oe set at the reference price 0: 
low sulfur :6 fuel oil in Step 1. 
The G-50 rate w~ll be set at 3 cents 
pe: ~he~ ~i~he: ~n~~ ~he G-52 e~ al. 
:ates. 
~he G-2 class rate will ~e set e~~al 
to the G-SO ra-:e. :n other words, G-2 
sales ~~~es ~he G-SO =a~e ~!!l e~~~l ~he 

G-2 =eve~~e =e~~:e~e~~. 
The res~den-:ial reve::.ue require~ent 
'.'1." .... e c·e-e- ..... e,: · .... v ... ··, .. ·p'l·, .. ""1"" "" .. _ a,; __ •• a. ......... 1IIttI_ ••• _ ..... ___ • ~ ... y 

:es!dentia1 sales ti~es a =~te w~ic~ 
!s lOr. less than t~e syste~ avera~e rate. 
7he res~le rates w~ll be esta~lis~ee 
by ~he :o~ulas ~hich we have 
previously cis~~sseC. 
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S'tep 

s~ 
.. 
I. 

:: a~ -::.:.s ~:.n~ ~--,e :-eJe::\:e =~~~': !S 
:'lOt ::e-:., t.."e =es:.c~":.:.al ~c G-2 :-a-:es '..t:.ll 
be :.~c::"ease:. '::y a::. eq.:al ~\:.".:e:: 0: c~':S ;>e:' 
tbe:=. to ::'ee': -:!':e =ev~.,,;e :e;:..::.:~t. ~ 
G-2 :ate shoulc ~ot ::e ;=ea-:e: -::~ 3% less 
~~z-. tbe G-SO :ate. 

:: excess =ev~t:.e :.s p::oc::.-..::.ceC., -:.'.o.e G-2, 0-50, 
c;...S2, C-SS, a:-.d G-5i' :oates w:.ll ::e =eC1.:.cee 
tv' a.~ N"'! ''''' ~ cc.ts 'Oe:' -:.ie.:::'I to :'!'lee: t:."'le . ~~ . 
:eve::\!e =~~-:.. 
''':' -:r.::. ~e =es:.ce::.t.:..al class a:e: 
~. '!':.e:: .... ~:. be se: 15% less -::-~ t:.-:e 

=es:.ce::::.:.al c:!.ass ~ve:'~c;e :ate. 

o. ::'e: ::: · ... -:.11 be se: at a =ate 70~ 
~e t.~ cl~ ave.""a;e :ate. 

c. ':'ie: == \tJJ.ll ::e set :es:.C\:a.lly. 
c. ;"t~! t!O~ y~ ~eve.~e .:..ll0<2'ti~ 

for 1983 .. 

co~t::.-..::.e to a-..::.":.:o.o:::.:e ste;l :a'tes as we 2'\~ Ccr.e :0: SoCal Gas ~-:.:::. socal "!'e:.sce.. 
~e at-..::. "::.o:l all~ce ca..~ be al!ocatee a."':'O:""; 't."'"e C'.:s-:.ane:' classes 

yea: I S ~t or ~ w..c p:'oeee6.:"~ to eee:.ce o:l -:..")e alloca-:.:.on :.ss-.:e, 
(';') to allOQ.te t:'le allow-~ce 0:;' a."'I. ccr..:a1 pe:~~e bas:.s to -:."-:e var.:.ot:S C'.:s-.::a':'e" 

classes. ':'!':.:::.s:.s 't.'-le ::'lOS":. S-=a!~ht:o!"" ... a..--c ::'le""_ice. 

',.;e a:e p=ese:tly ~~cl:=eC. to -.:se t.."ie f:.:-.a.l ~ pe:ce':~e ::.as:'s 

or~e= to ::-a:int.a.:.."'l -:!".e ::e2at:.~t'"-s:-"::'p r..o:?:; C'.:s-..c:':'Ie:" classes -::.a't \oJe es-,""*l:.sh 

1.: t.."lis op:"'""..:.cr.. ?..oweve:, to p:ese:, .. e o\: op"'''':'O:-.5, we w:.ll ee:e: a :.:..."2l eec:.s':'o~ 

-21l-



• 

• 

;...60153 e-: ale ....... / ... -"';"'to/ .. . 

G~s De'Oa~t~e~-: 

Wi~h o~: :i~ ;~idel!~es o~ ;as :a~e cesi~~, the 
allowa~ce ~eomes 

st:ai~b~:o~~a:e. We w~ll allow ?G&Z -:0 ~ake a~ aeviee le-:~e: :il~~~ 
which follows our ;as rate ;u!ee:i~es :0: a~t:itio: yea: rates to ~ 
e:feetive ~anuary 1, 1983. 
~. Relationsh!p 0: GAe, 

EC~C( a~e Ge~e~al ~ate Case 

~ow th~t we bave resolved t~e issues 0: rate cesi;n ane 
general rate case revenue re~u!rements for ~oth -:he Elee~ric and Gas 
Depar~~ents. we could establish a speeifie se~ 0: new e::ective rates. 

proeee~i:~s which involve ?G&Z would chen~e these rates. An z~c 
offset proceecin; (A.60961) and (A.60S63) a G;"C o::set proceedi:g are 

ready for decision. 
~he p~pose of a general rate case !s to establish base 

revenue =e~~ire~entz and base =a~es. ~he purpose of the offset proeeeei~s 
is to establish the offset rates whieh pas~ th:ou;h chan;es in fuel 
ene:qy costs. :he ~wo rates aeded together (base • offset) then beeo=.e 
the ef:ect!ve rates. 

At -:his ti~e all three proeeeein;s are ready :0: decision. 
However. because e~~n;es in one deeision a::ee~ ~he o~:'e=s, a seque~ee 
0: events mus~ be eise~ssee. 

The EC;"C p=oeeeein~ w:ll establ!s:' a ~ew ZCAC :ate wh~ch 
will be un~:o~ ~~on~ all c~sto~e: c:asses. ~he e=!ec~!ve electric 
rates can ~ost easily be eevelo~ed in ~~e ECAC eecisio~ by ca:=yin~ 
over to tha~ proeeeein~ the base :a~es that we have established in this 

case. 
~he ~as o~~se- ~-o~ee~~~~ ···~'l ~ .. · ... ·~ .. ~ .... ~s~ .. ~.~ · ... ·-.-· .. o-~a~e s~l~_s .. • ":I .. - ..:--.. '- ...... "":1 ... ...... ~ ... '" <.0. .... 

:i;u:e, 
, ., . 

O! ... , anc ~he:e:ore, 

eevelopee in the ;ene:al rate ease to the GAC ~=oceedi:~. We will 
also apply ~~icelines cevelopee in the ;e:~=al rate case to ~he total 
:evenue require~en~s 0: both eases in the GAC deeision. 
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~he gas offset proeeeci~g w~ll =~=~~sh a~ ~p-to-clate sales 

figure, al~e=na~e p=~ce 0: fuel oll; anc =even~e =eq~l=e~e~t. 
Therefore. ~ew e::eet~ve rates w~ll ;e se~ by ca=:Yln~ the revenue 
=equire~e~t ceve:o?ec in the ;eneral ra~e case to the CAe p=oceeein~. 

We will also apply ~icelines cevelo~ec in the ;ene:al rate case to 
the total revenue re~ui=e~ents 0: both cases i~ the GAC decision • 
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1. ?G&Z :~lee this appl~eatio~ i~ co~plia~ce ~ith ~be 
require::'lents 0: Resolut.ion :~-.:. 706 a:d the CO::-:""':'I.issio:' s Reqo.:.lato:'y 
La~ ?la:.. 

jurisdictior.al electric results 0: operatior.s 
is show: or. Table V!-2. The ir.dieated rate 0: retu:r. o~ rate ~ase 
at prese:t rates is 5.99=. 

3. The aeopted 1982 test yea: est~~ate 0: ?G&Z's Gas Depa=~~e:t 
:esul~s 0: operations under prese~t rates .; ,.. ... ~ 
The i:dieatec rate 0: retu:: or. rate base at prese:t rates is ~.14%. 

'4. The structure ar.c. capital costs are 

:easo:able :0: test yea: 1982 a:d attritio: year 1983 • 

Test Year 1922 

Lor.g-Ter=. De~t 
?refe=rec. Stock 
CO::'l:nor. Eeruity 

Total 
~ttrition Year 1983 

Lor.g-Te:':':'l Debt 
?refe=re-e Stock 
Corn:,:'1or. Equity 

Total 

Capital 
Ratios 

4S~ 
l4 
~ 
lOO~ 

45~ 
14 
41 -
100~ 

9.i3~ 
9 .. 03 

16.00 

10.35~ 
9.40 

16.00 

Weighted Cost 
of Ca'Oital 

4.3e~ 
1 .. 26 
6.56 

12.20~ 

4.69 
1.32 
6.55 

:2.57% 
s. A 12.20~~ rate 0: =et-.:.rr. for test yea: 1982 a:e a 12 .. 5i~ :ate 

co~~or. equity are fa~= ar.d :easor.able. 

\ , 
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6. ;; 12.20~ 

7. -:es-: yea: 1982, ear::. a ~ ... .. -
~ase :a-:es :0: electric se:Vlce ~eecs to be !~c:easee effective 
Ja~ua:y 1, 1982 by 5621 ~i11io~ aroc its ~as :ates by S202 ~llio~. 

8. Alt~ou~~ t~e e~a~~e ir. ?G&~'s :esou:ce ~lan ~as :esulteC 

:eCiui:e:':'ler.-:.s by app:ox!:,:\a-:e1::" S350 ~.:.!l:.o~ .:.:! ':'982. 

/ 

10. ~he ~~~ Act =e~i:es the no~a1i:ation of the tax ~:!e:i':s 
0: ~CRS cep:eciation ar.c :~C if ?G&~ !s to be eli~i~le to. use these 
tax benefits. 

the :epa~: allow~~ce. 
12. Crode: the t:~~sitio~al :ules in the ~ax Aet, the ~o~lization 

13. ~his cecis.:.on is t~e :i:s-: gene:al :ate case decision 
issued :0: ?G&E a=te~ the enac-:~e~t 0: the ~~~ Act. 

a ~ene:al :ate inc:ease eve:y two yea:s with an att:ition adjus~~ent 
:':'lade in the yea: :ollowin~ ':he test yea:, the featu:es anc goals 0: 

is =eco~izec 
acjust:':\e~t: the:e:o:e, full test yea: no~li:atio::. is app:op:iate. 

15. ---"" 
Sl.8 :':\:.ll.:.on anc $115,000 :0: the Elect:.:.c anc Gas ~e?a:~~ents 
:espect.:."-ely :0: :es,: yea: 1982. 
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l~S cas~ flow oy epproxi~~~ely $€S ~i:lio~. 

17. I: ~iaolo ~eco~es ope:a~~o:a: i= 1982 ~~ will h~ve o:he 
e::ec~ 0: ~=c:easi=; ?G&Z's cash flow ~y :o~;hly S121 ~il:io~ a:d i~s 

18. ?C t~_ 'Io. ... s ~ .. "'_- l h ":: ..... 0 ~ .. ~ove ~'.".!JO .... c .. s· ..... .:, 0'·' .. --"\"ove-e"'~s ..... e·/o .... ..:: U .i.... .... _........ I!' -........ .. - .. """r-" ,.... - .-.. • ..... 

~r:ose proviced by ~he ~ax ';c~ are :ecessary. 

20. :: develop~e=~ 0: preferree a:~err.a~e reso~:ces is cos~-
e::ec~~ve, i~ lS l:c~~e:~ 0= ?C&Z's ~e~a~e~e:~ ~o develop such cos~
e::ec~ive al~er:a~ive reSOurces ra~her ~ha= lo~~ lead ~i~e co:ve:~io:al 
resources ~ha~ will re~~i=e i~ to sell aedi~io:al co~~o= equity ~e1ow 

stoc~ho1de:'s e~uity. 

:eve:~e a:d sales eso:i~ao:es :0: o:est yea: 1982 a:c att:i~io: yea: 1983, 
they ~ave a;reee as to a: es~~~ate :0: ~~is p:ocee~i:'~. 

22. :t is ei=:~cul~ to ma~e reaso:a~le es~i~ates :0: app:opr~ate 
sales a~d :eve:ue levels si:ce it .; S ,:: .. &.:. C .. , ... "'0 -'a"'-" & •• • .... e eJ!.(:e"'·s _ _ ... _ ... ...... w.... """'. .... • .... _ ;: ....... _.. ...... __ 

23. ?G&Z, Z:.e:;y Co~~isSio~, a:c ~he sta:: all a~=ee ~~~~ an 
adoption 0: ar. electric reve:ue adjus~~e:t ~eeha:is~ is :ecessa:y ~o 
p:o~ec~ ?G&Z, as well as :a~epaye=s, ::o~ a:y o~e:- 0: u~deres~~a~es 
0: sales a~e =eve~ues. 

24. 

:0: ?G&Z 
25. 

and :ai: 
26. 

~1': ..... ' •. e ~c.op .. :'0: 0: a: E?":',M w:.ll 
~o pror..ote all cost-e::ec~ive cor..se:-la-:':'o: p=o~=a::':s. 

:~e acoptee ~~N{ se~ :or~1': .:.~ .;ppe:.dix ~ is :easor.aole 
~o oo~~ :a~epayers a:d ?G&Z. 

ecrJ.ity i: a~~ri-:io: yea: 1983 ·..r..-::'i01.:t ~ a-:-::i~ior. ~l~ee d~ ~ 
, ;:;,c::-eases !.." ope::at::-.g eoS""..s =eS"..:lti.-:q ==c:t:l =i.":<!:,,-:q l'.::.gr. le'Jels 0: \ 
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~~:la~~or., ~~c:eases ~~ ~he em=ecded cos~ 0: ee=~ a~d pre:e:rec s~ock, 
a:.dthe ir.c:ease ~n :a~e oase oy ~~c:eased p:oe~c~iv~ty • 

., ... 

.. I • 

:0: its C~l~:or~ia j~r~sc~e~io~al Zlect:~c a~e Gas ~epa:t~e:t ope:atio:s, 
:espect~vely, l: ?G&Z is to earn lts a~tnor~zee l~ pe:cer.t ret~rr. or. 
eo~~or. egui ':1. 

28. :t lS c~::ic~lt ~o ac~~rately est~~ate ~he appropriate 
escalatior. factors for laoo: a~d r.or.laOor exper.ses for ett:lt~O: yea: 
1983. 

~he ac.optior. 0: an '~~ex'-~ ~ .. -o~e~·_·-e ........ .. .. ..., ~ '- "- ';:0" ":e"e"'-~"'''''' - ... ...... -- ... ,~-......... C; 

1983 attr~~ior. allowa:ce is reasor.aole to p:otec~ ?C&Z; as ~el! as 
the :a~epaye:s, :ro~ over- or ~r.deresti~ates 0: ~ne laoo: a:d r.on-

labor escala~ior. factors. 
30. :t is :easor~ble to adopt the sta::'s ~ethoeolo;y 0: 

esti~atir.~ =ate base increases in the attrit~or. year oy ~se 0: 
year historical aeeitio~s to ~lar.t per ~~sto~er. 

-:., :0: 
ineexir.; 0,= labor ane r.o~laoo: escalatio;l :ac~o:s ar:.c. also S!'lo· .... ~:-..; the 
attr~t~or:. year :ever.~e =equ~:e~er:.t effect :0: ir.creases in rate oase, 
eepreciatior:. expenses, ir.co~e tax, ar.c :lr.ar.c~al att=~tion :0: 1983, 
~s reasor.able. 

with the ~~creasee :even~e requi:e~e~ts :o~~c j~stl:~e6 :or test ye~= 
1982 ane at~rltior. yea: 1983, are e~=essly a~~hor~:ed ~ith the ~~ce=
s~a~e~~; that the ~ex~ earliest test year ~o be ~see i~ establishi:-..; 
?G&E ' s tot-al reven~e re~\!i:e~en ts · .... :.11 oe 198.;. ":'he :~t-es 0: :et..:.."':'l ~e 

:easo:-.aole ::. vie" 0: 01.% ae~...iO:'l 0: E?.Mi-1 a.."".d ;'F;., l='e-:ee-:zes, -:::e ex:.ste::ce 0: t.~ 

EC.C, c::;..C, ~-.c. s;...v. p:oced'..::es e."": -::-.e QSh :lcw ger.e:a-:eci :;y tl"'.e ~ax ;.e:. 
33. :-: is reasor.aole to use the ~ocl:':iee ??: c.evelopec by the stat: 

:0: the purpose 0: escalatir.; r.onlabor exper.ses ~r. th~s p=oceec.in~. 
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34. The adopted co~se~vatio~ a~e loae ~anage~en~ ~udqet 0: $90.5 
million, exclusive 0: prog~ams :o~ solar water heati~g, weathe=izatio~ ZIP, 
a~d RCS, which are subject matters 0: special ?~oceeei~gs, is reaso~ble. 

35. The adopted co~se=vatio~ progr~~ bueget :or 1982, incl~eed 
under Customer Service a~d !~:o~tion Ex?e~ses, 0: S42,9~9,OOO is 
reaso~able and does ~ot incluee budgets :0: ?rogr~s which are ~~e 
subject 0: separate proceedings. 

36. ~~e adopted load ~nagement ~udget :or 1982 0: S'i,Si4,OOO 
including eo~~ ca?ital and operati~g expenditures, is reasonable. 

3i. It is reasonable to pe~it ?G&E to reallocate :unes ·~~in 
the resieential, C-!-~, and load management programs 0: up to S2.5 
million :ror. a gi~en progr~~ to be used in ano~~er existing or n~H 
progr~~. Budget adjus~ent$ ~n excess 0: S2.5 million should be :ade 
the subject 0: an advice letter ~;.,.: ... ""' -........ ~ . 

evaluation methods by publicly noticed workshops to co~~ence no later 
that ;ebruary 16, 1982, ane :or sta::, ?G&E, and any other interested 
parties to submit speci:ic evaluation methods based on ~~e wo~ksho?s 
along with Su?po~~ing rationale. 

39. PG&E's revisec ?~ase I: Cr? ?~og:~~ :0: :982 is reaso~able. 
'40. Althoug~ ?G&E has :~ilee to ~t~ain ~~e 600 ~~ goal o~ ~~N 

cogeneration ~equired by 0.91107, PG&E has ~aken ~se:ul s~eps to 
encourage cogeneration ane s~ll ?Ower proe~etio~. 

4l. Va:~ous ~ncontrollable :ac~o:s ~o~ cons!clerecl -- ~.91107 

have slowee do~ eeveloprne~t 0: co;ene:a~~on projee~s. 
'2. It!s reasonable to adcl ~ ~t:'or'.a1 S10 ~lion to t."'"'e a-:-..::.tio:. 

aejus~~ent :0: 1983 as clete~:'nee -...... •.•• s ..... ill 

prov!de aee~ate revenues to :un~ continuec ~=acual increases i: ~~e 
scale 0: ?G&E's ene=~ conservat!on' ?ro;ra~s. 
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43. :~ ~s ~ot ~ecessa=y ~o se~ ne~ ;oals :0: eoge~e:~t!o: ?:ojee~s 
~asee on s~c~ ;oa:s. 

44. :~ ~s :easo:able ~o :esol¥e ~~e ~ss~es :ela~~~; ~o ~~e 
ee:l~~t!OC a:.e :epor~~~; 0: ~&~ ~~=o~;~ a wo:ks~o~ spo:so:ee ~y ~~e 

?G&Z'S res~~se to 

also be :e¥iewee l~ workshops. 
45.. Si~ce the iss'l.le 0: e.ployee c.iseo1.!::.':'s is an ~sst:.e a==ee't:.~e; 

all publ~c u~lli~ies, ~e w~ll :esolve t~is issue ~~:o1.!~~ a~ 0::. 
46. ... ... .. is :easo~ab!e 'to 

i=ves~e=~ i: the ~iablo :==o~~tio: Ce:te: ~o 'the p:oeeeci:e;s :.n 
A.5891l alone; with other ~iablo :ate base costs a:c :0: ?G&Z to 
aec:1.!e AF~~C 0: such ~nves~~e:-: • 

lane ane la:e ric;h~s 0: S6,468,000 in :ate base s:.:ee s1.!ch l~~d and 
lane :i;hts relate -:0 :aclllt~es wh~e~ nave bee~ a pa:t 0: the ;:ie 

:: s1.!ch 

p:ope:~~es a:e no 10~C;e: to be ~sed :0: 1.!tili~y p1.!r~ses, ?G&Z sho1.!ld 
aevise the Co~iss!on a=e ~ake a reco~~e~eat~o~ as ~o the app:op:iate 

50. !t is reaso:able to :eco:c the ope:ation a:e ~i=te=a=ce 
expenses :elat~ng to the E~bo1e-: nuclear pla~t together wi~h applicable 
i~su:a~ce expe~ses ~= the 3~~bolet ~e~o:~e~~ aceou~t ane aee:t:.e A:~~C 

the plant. 
51. It lS :easonable to ~:ans:e: ~he cost 0: the ?'~bold~ ~ue:ea: 
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52. It is ~easonable for ?G&E :0 seek recovery of ~uclear 
Depa=::en: A&G eX?enses =ela:ing to Diablo in the Diablo offset 
proceedings. 

53. ?G&E should resolve t~e operating status of H~oldt by the 
ti~e it files its next ~OI ~o-_ ~CS' - .......... 

54. It ~s reasonable for ?G&E to incl~cle only short-te=: 
~o==owings in excess of balancing account unoercollections and 
short-te:-:. invest:1ents i:1 cal~.;.lati:lg the A:~~C =ate'. 

55. I: is reasonable to excl~ce es:i:ated Canadia:1 :ake-or-pay 
payoents f=o:1 Gas Depar:=en: rate base anc ~o consi6e= 
ca::ying cOSts related to take-or-pay pa)~ents in a GAC proceeding, 

56. A conservation incentive progra: has the potential to 
s:i::l~late g-.ea-... e-. ~-.OC.·llC-...... ~V~_·-.. y ~ ... ·n "-~l~-v conse-·a-~o~ p-og-~~~ '0"-l' - ..... - ...... " • • '" ........ - -~ ..... 

there is insufficient eviden:ia~ basis :or adoption of s~ch a 
prog=ac in this p=oceeding . 

5i. It is reasonable to re~~i~e ?G&E :0 sub~t a report on 
or befo~e ~~ch 31. 1933 showing for 1982 the dollars ~udgeted for 
~intenance. the dollars spent. and the status of its ~inte~nce 
progra::.. 

58. 3ecause the cost of envelopes and postage is included 
in the development of revent:.e re~ui~e=ent. the "ex-:ra" space (now 
occt:.pied by the Progress) in the envelopes ~sec for o:'lli~g ~d 
dividend checks is properly considered as =a~epaye= ?roper~y. Zhe 
"ext~aH space is the space re:::a:'::.ing. after incl1:.sio:: of the ~onthly 
.... ·'1 d' ,. d . k '/ ' ., , ~~.. ~v~cen cnee anc or .ega. no:~ces. 
ca~e=ials up to such total e~velo?e weigh: 
additional postage cos:. 

58a. !here is a cos: :0 ratepayers as a ~esu1: of ?G&E's using 
the "extra" space in billing envelopes :0:- :lailing -:he ?G&E ?ro~ess; 
tbere is no cost :0 ratepaye::-s ::-0:1 ?G&E's usi:lg 'the "ex:=a" space :0=: 
:lailing the ?-:-og=ess to shareholc.e~s .. ..r.th di~c.e:l<i cheeks', 
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59. PG&E i~?ro?erly recovers ~he cost of oaili~g i:s poli~~cal 
adver~ising to ratepayers thro~gh i~s ~se of the extra space i~ 
billing envelopes beca~se ~his practice allocates to ?G&E, and deprives 
the ratepaye:s of, the econocic valt:.e 0: the "extra" space i'!l. t~e 

b ·, 1" , ;. .. long enve ... ope. 
60. !he ~ost efficient ~e~s of cap:~ring for rate?aye:s' 

benefit the f~ll econo~c value 0: the extra space re:ains to be 
deteroined in a future proceeding. 

61. It: is reasonable to require ?G&E to ~intain records on 

its conse-"a-...:o .... .c~~d e~e ... .j.:-·· .... es ....... a ""I-.. o'g-.. ~--·""v-""I-.. og~ .. - .... as.(_s so .. .. v .. _ ...... _ --I:' ... ~.......... "".. t::' ......... .." t::' _..-.., 

that prog=a: eX?eneit'~es :ay be se?arately identified. j~tified, 
and evaluated for reasonableness. 

62. It is reasonabl~ to revise the AER ~o $.00276 ~~n to 
?roci~ce $10,684.000 i~ aeditional AZR reven~es i~ reco~ition 0: the 
12.20% rate of ret~~ adoptee in t~is eecision . 
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and lon;-:u~ eapaei~y, and (3) lon;-~n ene:~y a~d lor.;-=~n capac~~y. 

64. For rateset~ic~ p~:poses, cons~~e:s s~o~ld be s~;na1ed 
the present cost 0: cons~~pt~on. 

65. Short-r~n ener;y and short-r~n capac~ty costs are ~he 
co:rect way 0: conceptua1~Z1n; ~~r;inal cos~s :or ratesett~n;. 

56. Short-run ~a:;~na1 cos~s equals operatin~ costs plus 
s~ortage costs. 

67. Operatin; costs eqcals ~a:;~nal er.er;y costs pl~s 

variable operatin; anc ~air.tenance costs. 
68. Shorta~e costs can be p:oxiee by the capacity' costs 0: 

a gas tcrb.lne • 
69. ~he ;as turbine proxy :or sho:ta;e costs w~ll have a 

24-year useful life and a 9.1~ ca:ryin~ cost. 
70. niablo will not be assu~ee operational :or the purposes 0: 

co~putin; ~ar;inal ene:;y costs. 
71. The price 0: reSidual fuel oil w111 escalate at a rate 0: 

16r. per year ane distillate fuel oil will escalate at a rate 0: lS.S~ 
per year :or the years 1981 ane 1982. 

72. ~he E?D ~et~oe should be usee to establish revenue 
allocation target :ig~es. 

75. Znerqy ehar~es are ~ueh ~o:e :esponslve to usa;e than 
demane or custo~e: ehar~es. 

76. Ene:gy cnar;es p:ovice bette: conse:va~.lon s~;~~ls t~~n 

de~and or custo~er char;es. 
77. :he res~dential ;as and electric ~onthly c~stomer c~rges 

should be eli~inatec. 
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eustome: will ~i,,;i;ate t~e i~e~itable be~e:~,,;s :eceiveC by ze:o 
usage :esice~ces. 

eo. The co~~e:e~al (G-2) ;as cus~o~e= c~~~;e shoulc be 
e 1 i.~i~a ";ed • 

consu~e:-s. 

si~~i:ica:;.tl:· ";0 conse::va-:.~o~. 

83. ~he p~ese~t ~ethoe 0: de:inin; the second :-eside~-:.ial 

84. ~ :-ate s,,;:-uctU:'e whe:-e~y ,,;~e :-eside~t~al second t~e: is 

defined by a~ e~ual a~ount 0: usa~e :0: eve:yo~e ~s equi-:.able and 
ser..es ~o:e aceu:-ate eo~se:va,,;ion sig~als ";0 all eus-:.o~e:s. 

as. ~ seco:;.d ";ie: :0: ,,;he =eside~tial :a-:.e st=uctu:e, 
defined as 300 k~~ :0:: all custo~e:s, will =esul~ in a ~o::e even 

dist:ibu-:'ion 0: exteneee lifeline custo~e:s into all -:.b:ee t~e=s 
a'nd is :-easonable .. 

is 

86. Because pe: capita :a":es a:e no"; a~~inis-:.:atively p:actical 
at this ti~e, the inve::tec :es~eential rate s-:.:uctu::e has :esulteC 
in some inequities to la:ge households. 

ei. PG&E should be au-:ho:ized to es,,;abl~sh an expe:-~~ental ~oc 
schedule which w~ll m~tiga,,:e the ~neq~ities su::e:ed by la:-;e 
households. 

88. Ma:;inal capaeity costs a::e de:-iveC by ene:-~ usage as well 

89. .... 
.I. ... o:-c.e: rate schee.ules, 

custo=.e: and d~and cha:ges will ~ot be el~~nated at t~is ~ime. 

-.2.2.2-

all 
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90 .. As eis~~ssec ea:lie: 

char;es ~ill ~o~ =e inc=easee. 
91. ~he de~a:c :atche~ a~cl ~e~ c~s~o~e: cha:;e :ea~~=es 0: the 

A-12 schee~le sho~ld be el~~ina~ec. 
92. ~he A-21 scheeule sho~ld be ex~e~ced as a~ op~io~ to 

cus'Co:::ers 'o~low 500 ki:. 
93. ~he A-22 a~e A-23 schecules have s~::Iila:'ma:;i:al cost 

...... ..... -:he o:pi~:'o: • 

94. Street a~c o~tc60r li~h~i~; schedules should be i:c:easeC 

on a u~i:o~ percenta~e oasis. 
95.. :he schee~le$ ~ot s~~jeet to spec~:ic :i:ei:~ '~ll be 

cete~i:ed as providee i~ Sec~io~ X 0: this decision. 
96. Shor~-run ~r;inal costs are appropriate :or settin~ ~as 

rates • 
9i. ~he sho:t-ru~ ma=;~~al costs are e~al ~o the price 0: low 

chan;es in lifeline ;uan-:ities 0: ;as usa;e. 
99.. We adopt the ~~delines e~scussec 

deCision, ~hich are just anc reasonable. 

~.... 

100. :he adoptee ~uidelines are ~ased on mar~inal costs. 
101. ~he ;uidel~nes should be applied se~entially as dis~~ssed 

i: this opi:!ior.. 
102. The at~rition allowance :0: the Gas ane Elect:ic ~~pa=~~ents 

should be i~?le~entec in accoreanc~ ~~th our ;uicelines. 
103. The L~ple~en~a~ion 0: the at~ri~io: allO"N.ance :0: ~~e Gas a~e 

Elec~ric ~epa:t~ents should oe ~ace :0 ea:lier ~ha~ :a~~ary 1, 1983. 
104. ~he acopted ra~e design and revenue allocations co~p11 with 

the ?CR?~ :ate standa:cs. 
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105. ~.914i8 :eopenec ;".585~5 a~e 5a5~6 :0: t.he li~~~ee 
purpose 0: a110w~~; pa:~ies t.o su~~i~ ev~de~ce a~c conc~ct. c:oss-
ex~~~~at.io~ wi~h :espect. t.o t.~e issue 0: t.he ~ost. app:op:ia~e t.:ea~~e~t. 

0: ?G&~fS cist.:i~~t.io~ cost.s i~ t.he :o~ulat.io~ 0: ~a:;i~~l COst.s. 
106. The evice~ce dis~sseC in SeCt.ion X S~?po:t.s our t.:ea~~e~t. 

0: dist.:i~ut.ior. cost.s adopt.ee i~ ~.9110i i~ A.58S~S ~=e 58546. 

~o~clusi9r.S 0; Law 
1. ?C&:.: shoule ~e aut.ho:ized t.o :~le :evisee elect.:ic rat.es 

."" ...... accordance · .... ~t.h t.h~s eec:i.s~o~ ..... hi.ch are ees~;nee t.o ;ene:at.e $620.5 

1982 result.s 0: ope:at.ions; 
2. ?G&~ should be aut.ho:ized to :ile revised ;as :at.es 

in accorea:ce ~i~h ~~is cee!sio~ which a:e cesig~ee ~o ~e~e=ate 
$202.5 ~il1ior. in aeeit.:i.onal ;:oss revenues ~ased or. t.he adopted t.est. 
yea: 1982 

3. elect.ric :at.es 
which are eesi;ned ~o ;ene:ate t.he acdit.~o~~l ;:oss revenues necessary 
for at.t.:it.io: yea: 1983 based on our adopt.ed ARA ~echa~is~ sho~ 

4. ?C&Z should be aut.ho:izee t.o file revised ;as rat.es which are 
cesiqnee t.o ;ene:at.e the aed~t.iona1 ;:oss revenues necessa~J :0: 
at."::itio~ yea: 
~.ppe~dix -.... 

1983 based or. our adopt.ee ~~~ ~echanis~ sho~ ._ ... 

5. ?C&Z should be aut.horized t.o revise i~s ~ZR t.o $.002i6 per ~~~ 

t.o p:oduee S~C.i ~llior. i~ acei~io~al AER :~/e~~es t.o :eeo~~ize t.~e 
acoptee 12.20~ rate 0: :et~:~. 

6. All ot~e: ~otio~s 0: petit~ons ~ot ~~lee o~ ?:eviously 
are cee~ed ce~iee. 

meet t.he :e~~:e~ents 
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rates i~ accordance w:'~h Appe~d:.x : to ~h:.s decis:'o~ o~ 0: a:~er 
t~e e::ect:.ve cate of ~~is oreer. ~be :ev:.sed tariff schee~les 
shall beco~e e::ective oc tbe date 0: =ili~~ b~~ ~o~ earlier ~=a~ 
January 1. 1982, a~d shall co~~ly wi~h General Oreer 95-A. ~he 

rev:.sed sched~les shall apply only to serv:.ce rendered o~ or after 
the effective ~a~e. 

2. ?G&E:.s autbor:.zed ~o file w:.~h ~his Co~~:'ss:.o: revised 

and shall co=.ply w:.tn Ge~eral Oreer 96-A. ~he rev:.sed =a~e scheC.-.:.les 

0: this oreer. 

adc!tio~al :eve=~es ~o o::set ope:atio~al a~~ :!~~cial a~~:i~!o= 
i~ 1983 :or :,ts Cal:.:orn:.a j~risd:.ct:.o~al elec~::.c operatio~s 
calc~lated i~ accordance with our ado?~ee h~ ~ecban:.s~ and ~s a~tho=!zee 
to file reVised electriC rates =e:lect!~; this allowa~ce to beco~e 

, 
-, 1983. 

4. ?G&E:,s au:herizec to file a~· advice letter :eques~:.~~ 
aeei~:.onal revenues to o::set operatio~al a~d ::.~a=cial att=:.t!O~ 
in 1983 for :.ts ;as opera~:.o~s calculated i~ aceordar.ce w:.~h our 
adoptee ;~A ~echa~ism a~d is a~tho=izee to :ile :evisee ;as ra~es 
=eflect~=; this allowance to become effective :a~~a:y 1, 1963. 

s. ?G&Z shall resolve the iss~e 0: ~he ope:at:.=g s~a~us 0: 
P'~~bolet pr:.o: ~o ~~S ~ex~ ~o: :~li~~ :0: tes~ yea: 1984. 
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7. ?G&~ shall :epo:":. ":.he s":.a~~s 0: ~~S eonse:7a~ion :u~cs 

every s~x ~or.~hs anc sub~i":. any ~nexpencec eonse:va":.ior. fund ~alar.ces 
autho:~zec for 19S2-~9S3 :or app:op:iate rate trea~en~ in ~he next 
~er.era: rate ease. 

S. ?G&E shall obtain p:~o: approval in '~i~inq :ro~ ":.ce 

Cor.=.iss~on :0: a~:' :eei:ee-:ior. 0: co::.se:va-::.on anc./o: load :':'iana~e:=.en~ 

funes ey.eeee~r.; $2.5 ~:.:lior. in a s:.r.;le year by a~ acv:.ee letter 

9. 0.91107 with :espeet to :':'iar;inal cist:~bu":.~or. cOStS is 

a::i::lee. A.585~5 and 58546 are elosed. 

:0 . 1983, ?C&E sna:::' ::.~e a :epo:t 
the eollars 

spent, 
, , _ .... 

eo~ene:at:.on in its service area. 

, .., ....... ?G&Z shall, within 120 days, file a plan :or ~~pl~entat~on 
0: rate seheeule D-7 on an expe:~~ental bas~s :or hi;h-use :es:.de::.tial 
eusto::\e:s. , 

... , 1982 

14. ~·ro:ks::ops shall be helc Feb:ua:y .; anc. 5, 1982, to :esol ve 
uneertainties :e:atin~ to evaluation 0: conservation per:or=~nee 

cliseussec. herein. 
15. ~~e re~o=e in this proeeeding shall be helc. o~e::. on the 

n~::ow issue 0: ~he reasonaoleness a~c. :easi~~li~Y 0: a p:oeec.u:e 
:0: adjusti~g ea:~ings based on ?G&E's conse~·a~io~ achieve~en~s. 

16. The Zxe·C'.:ti V'e tli:-eeto: shall se:ve a copy of ~h:!.s eee:'sion 
':hese 

a~e '~v'~eA ·0 ~_· ... ·_~e eo-.. ·~.e~~s o~_ the ~ro.~osee ~ .. :ocee~=e for - ............ "" '" .... -- - -
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file alter~ative proposals. All eo~e~ts s~all b~ filed wit~ th~ 
Co~ission's Docket O::ice by :~br~a:y 1, 1982, i~ t~~ :o:~ 0: 
prepared testi~ony. Hearings 0: all proposals and co~:.er.ts thereon 
shall co=~ence on ~uesday, !eor~a=y 16, 1982, at 9:30 a.~. i: the 
Co~:dssion's Courtroom, 350 McAllister Street, Sa~ :r~ncisco, 

Cali:orni~, 94102. 
17. By ~~reh 1, 1982, ?G&Z shall ~il to all its e~sto=ers 

a bill insert whic~ cescri~es the co~ponents 0: the ~tility'S costs. 
The eo~plete oill i~se:~ to be se~~ is ;iven !: A~peneix G 0: 
this eeeision. :ts size ane :o~ shall be approved by tbe 

bill. 
18. ?G&E shall prepare dis~~ssion reports and attend a 

wor~shop, to be spo~sored oy the Co~~ission staff, at which the 

:ollowin~ RD&D iss~es '~ll ~ addressed: 
(a) The ade~aey 0: ?G&E's planning and 

~ana~~ent 0: RD&D, and ?G&E's response 
to criticis~s the:eo: in the Cresap, 
McCo~ick and ?a;et ~ana;e~ent aUdit, 
to be detailed as part 0: the ~reh 1. 
1982 :i1in~ re~iree 0: ?G&E ~y D.929~O. 
Copies 0: the RD&D portio~ 0: the 
Y~rch 1 filing shall be provided to 
prospective wo=Y~no? a~te~eees, wbo s~all 
~e ~~e-·~~~e~ ~v s-a&& ~-~o- ·0 ." _~ •• v .... ~~. '- .... ~......-

Y.arch 1, 1982. 
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(~) ~he app:op:ia~e de:i=i~io= 0: ~&~, :0: 
aeeoun~in~ ar.c :0: p1ar.r.ir.; p~:?Oses~ 

(e) The ~oso; app=op:ia~e ~eehar.is~ :0: 
se~tin; RD&D p=io=i~ies. 

This order is effective toeay. 

Dated ~ecem~er 30, 1981, at Sar. Franeisco, Ca1i:ornia. 

The :ollowir.q Co~.issione=s 
will file coneur::er.ees: 
/s/ JOHN E. BRYSO~ 

R:C~~·D. GRAVELLE 
LEONA.~ :1. GR::::-1ES, .;R. 
VIC:OR C~VO 

Co:::nissione:s 
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~?~,,:x ;.. 
Pa;e 1 

Applicant: Robe~t Ohlbaeh, Da~iel E. Gibso~, 
and Steven :. G:eenwald. Atto:neys at Law, 
Elect:ie co~p~y_ 

Willi~~ F.. $dwa:ds, 
:0= ?aci:ic Gas and 

?:otestant: Sylvia X. Siegel, ~iehe~ ?ete~ :!o~!2, :ohn Blethen, 
'a~c ~lene ~i%enski, Atto:neys at ~aw, :0: Towa=d Ctility Rate 
~o::":'lal i z~.':io::.. 

!nte:ested Pa:t:ies: Roe~~v ~a~so~, Rieba:d K. ~u=ant, and Susa: 
~agid Beale, Atto:neys at Law, :0: SOuthe:n Cali:o:nia Zdison 
Co~pany; Oia~ G~e~eie~# G:e;; ~~eatland, Steven x. Co~~, ~~d 
'~'e~~ Te~~e~ ·--o-~evs·- ·~w ~o- C~l~~o-~~~ ~-e-~ Co--~ss~o~· ~- ... - ,. •• - •• , ~w'- ....... ww ....... , _ _ ~ _,.. _ ••• 'WI ..,.j, -'-::t. ........ .. ..... ; 
Joh~ ~ ~~~~~ ... ~ ~~~ ~~v~~ ~ ~~Co--~~~ ~-"'o--ev ~- ~a'" &0- -~e .... -.I- .......... _"'4 Q." • ., ......... ~ ...... _.", ..... r_1 .......................... ."., ~, .., ..., w •• 

C.S. Ge~e:al Se~iees A~~inis~=a~io~ o~ behalf 0: the Fecie:al 
~x~""··"'···e ""e-c~ es· ':I-o'lo..eek ?~~ e;-e- !. o;:~-_ .. so'" .... v ,. .... ~o .. ~ .,. _ ..... -....,.. __ I'\.~ ..... • ~_ 1.1 , .. ,, __ .., _ g .~~ ___ •• , 1.1 ... l",.;/V_ ..... ~ ... 

Davis, Willia~ ~. Boot~, a:e :~~es Z. Add~~s, :0= ~he Cali:o::ia 
v~~"~~""""'-e-s ~~soe·~-"o-· ~~-~~" ~-.~~ ........ o--ev~ ... ~a'" ~o-~Y.~4 ___ ~""':.'-..... ~ ...... r.-..... , J-I\ .... 0"'. ,-",._,.,;; I'\W'W ...... _ wOW ... ¥III, ,.. _ 

St:a~:ord C~ive~si~v: Willia~ ~~ee~~, At~o:~ev a~ ~aw, :0: ~~e 
Ca'';J:o--';a ~~"oc .. ~=,';o'" o~ ··-~, .. -v s .... ~-e~o',.;e:..s· ;-,p. ... .... S""~v"'''' .... _ ...... ~~ .. # .... __ •• .. \..Iw ...... -.... .~_ ••• __ I >l-_ •• +."J. _____ • Q •• 

a ... ~ ·"e'" ~ C-o"- ·"''''o-'''ev'' a- ~~'.' ~o- ....... p C~'~&o-~"a ~ ... --... ~~ ..... ~. _ " .... , I"\.W'W ._. _~ ... .., .... "1 ~ _ ....... _ ~ .... _ .... _ .w- ••• 

~"~ea" ~e";e--"· '" 0"· ! .... , , "'.,. .... '::I ".:a ... eoe'· .1:0- C·· ... r~ ... .; l"''''v ~~-es w.... ... ... '..- 1IIfr\liirlo __ ~., "~ •• _~~~I' o.J. loa •• ~, .... _ ....... ,., ..... __ ~ .. ...--.W~ 

"!"o~av (-..., .... ,. "::a--.. ·.I' '.~ ....... .&-5 ~o- "~e ...... ~ '''e-s~''v O~ C~' ~ &o ...... ~ ... • ,. ... ",,~~_,.~ ....... V ". n ......... "t;; .... ' f#III "'" ... ;1 ~ ••• w ___ • ... Q ...... _ ...... ~, 

~".:,.::le ··~' .. e ... s ~ ~·· ..... eV · .... V •• ... 'I~ ... a - OS.;-S~·.. """'o--ev ~- ·~'W ~ ..... ~ ,·If_....... Ot .:>w,~ .. ' ""'.. :':a..;......... ;. • •• ~-, ....... __ ......... ~ ........ , 
&O~ Ca'';.l:o'''~~a Co-_·· ...... V Co"e~es· ~~o-"''''~ ~ S"'a';";~- ~e~'···· C··V .... ..".. ........ • .... l'.-.. .... w.. • ... ':f # --- .o#~_",,".;..1# to. _ .... -- .... , ., ~- ... J ... -_ 
A-"o-"''''V "'-e ~O'OP-" ~ Of' a'·~~e·~ ':I ':' &0- Geo-"e ':I • ""'05· C·"'V _rw ••• _ .. ' ........... ___ ......... ~ •• Q., ... ....,.~ ...,... _~ ... ,.." .... , ..... 
A~to:=ey, Ci~y and Cou::.~y 0: s~~ ~=a~e~seo: Che~vl ~u~~e, :0: 
~- ~";-e~e? Cov'e- ~~dd~e ~a'''e-s ~ ~"~e" ~v ~~e~"'-~ • ~ .... ."" .. ~.~ • ._, ~_ .. I '" ,.w.- C( -,_ra. ;: I W.,. ~ ..... ~ __ ;,.". 

?a~ilton, A~to:~ey a~ :aw, :0: ~este:~ Xo~!:eho~e Associa~ion: 
Davie ~ei~ca~d, Atto=~ev at ~aw, ~=c E. w. Ca~aek, :0: t=e Ci~v 
0: Oa~la:c: Do~ev. B:a;c, Se~ou: & Rohwe:, OV ?hili~ A. S~oh~: - . - --
Atto=~ey at :~W. :0: Gene:al ~oto:s Co:po:~tion: ~o~alc ~. Yla~o,. 
Atto:nev a~ ~aw, a~d w. Ra:c.v salcse~un, :0: the C~tv 0: Palo ~to: 
xe~ees,·wallace & ~\:.:ick, bv·?e~~ ~. ~ae~ie~ol~s, A~to~ev at ~aw 

~ _. 
( ':Ie ...... sv' v"'- ~ .s) &0- "'~e C·,'; &0"'-" ~ ...... ~··s .. - ..... ; -:O-e";-·./' CO ... s·· .... fIlII, ... s .. *' .~-•• _ ~ ...... w , _ ... -.... ... .... _ ........ ~ .... ~ ... --. "._w,-, .... ~ _Y.. -- ....... _- , 

Te~~ ~. R. ~o~~, A~to=~ev at ~aw, :0: t~e ~e,oa=~~ent 0: ~e:ense: 
~a=l E. Voce 1 , :0: $~e:~·a:e ?=oeess sys~~s: :~e.: 3~ee willi?~S, 
:o~ San ~ie~o Gas & Zlee~:ie Co~~a:.v: ~avie Roe, A~~o=~ev a~ Law, "=' .. ,.. .-
:0= ~he Z~vi=o~e~~al Oe:e~se :~d: ~a~:c 3. Golestei~, :0: the 
Natu:al Resou:ces ~e:e~se Co~~ei!~ Eowa:c, ?=i~, R~ee, ~~e=ovs~!, 
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Canady & ?ollack, oy Stua~t K. ~Qlleek, Atto:ney at ~aw, :0: t~e 
Regents 0: the Cnive:sity 0: C~li:o:n~a: Sa~:o~d ~. ~atha~, 
't·o~~ev at ¥aw ~o- ~h~ ~~.4-~~··o~sl ~-ot~e-~oo~ o~ ~lec·~~e~' /""t. __ .... .. .." __ 'va _ _ M.'-__ .... ~v_ •• w ~_ ...... \.i. -.., .............. 

Wo:ke:s, Local C~ion 1245: ~ieha:l ?,~~~i,~, :0: t~e Sie::a Cl~b: 
~obert G~aizea, Atto:ney at ~aw, and :ose G~e::e:o, :0: ?~~lie 
Advocates, :~c., C~inese :0: A:=i~ative Action, Glide x~o:ial 
~ethodist C~~:e~, Xex~can ~e:ican ?olitieal Association, Oa~lane 
Citizens Co~~ittee :0: ~=oan Ren~Nal, ~ea;~e 0: U~itee ~atin 
~e:ican Citizens, Sae:a~ento C:oan ~ea~e, ~~e=ican G.!. :o~~~, 
and O::ice:s :0: :~stice~ =a~~s :. Soi~~s~~, :0: ::iant Wate: ~se=s 
Association: ~N~~ht Coeke, :0: Cali=o:n~ans :0: ~uclea: Sa:~a=ds: 
David ~. ~il~~~, :0: Cons~e:s Loooy A;ainst Xonopolies (C:~~): 
~a=v ~eite~ and ~icbolas R. ~i~be~~s, :0: the Office 0: Asse=~ly=~~ 
Do~;las H. Bosco: ?e~ti~ & ~:ti~, oy Zewa:= 3. ~ozowicki a~e 
·~e~ - ~o"~~~ ~··o-~evs ~~ .~ ..• ~o- Owe-s Co--~-~ -~~-~,~s· .,,;~ r.. ..... __ ~~.{",.i" "....... ...... ....w "'--"'''' .. _ .. ~ _*.~ ....... ~_y_v I 

Sa~ C~ae~a~, A~~o=~ey at ~~W, :0: Sola:cal ~ocal Gove=~~e~t 
Co~~1ss10n on Co~se~vation ane Re~ewable Reso~:ces~ :or~so~, 
G:eve, Cl~::o=e & Die~e~==ock, oy 7~0~as S. ~~9X, ~~~o=ney a~ ~~w, 
:0: California Re-:aile:s Associatio:~ ;';ill.;a~ E. ':0:'':'':$, A-:~o=ney 
at ~aw, :0: Eas~ S~y ASsociates: ~o:,~ :. Wils9~ a:e ~e~~eth R. 
Peppe:ney, Atto:=eys at ~aw, :0: C:itec S~ates Steel Co:po:ation: 
~e s. v. Raeeli~= a~c Michael ~. ~~i~kso~, :0: ~~~selves. 

CO::i~ssior. 
at Law, 

Staff: 
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Pacific Gas' a~d Electric Com?a~Y 

Com:nission Sta!: 
Califor~ia Zner~ Co~issior. 

City of Palo Alto 
~atural Resources ~efe~se Co~~cil, :~e. 

Inte:national SrotnerhooC 0: Electrical 
Workers, ~ocal 1245 

~owarc Ctility Rate ~o~alization 

California Association 0: Ctilitv 
S~4reboleers • 

California Retailers ~ssocietion 

Friant Water Csers Association 
Wester: ~obilehome Associatio~ 

vnitec States Steel Cor?Qration 
City ane Cou~ty 0: Sa: trancisco 

!neust:ial t;'sers 

Ope~.i::~ 
3:.-ie~ 

x 
X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

Reply 
E=if!~ 

X 

X 

X 

x 

X 

X 

X 

x 
X 

X 

X 
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?aci:ie Gas and Eleetric Corn~a~y 
Cor:"::'tission Staff 
Cali:or~ia Enerqy Cor.~issior. 
~oward ~tili~y Rate So~~lizatior. 
Cali:ornia Assoeiation 0: Utility Shareholders 
!:'ldustrial Csers 

City 0: Palo Alto 
Unitee States Steel Cor~oration 
California M~n~:aeturers Association 
Sr.viro~~ental ~e:ense ~und 

Ir.ter~ational Srot~erhood 0: Eleetrical ~o:kers, ~oeal 1245 

City and Co~nty 0: Sar. Francisco 
Cali:ornia Retailers Association 
City 0: Coa:'i~;-a 
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3. 

/I 
"t. 

':'.??E~"D:X D 
Pa\Ce :. 

~~~~ose: ~e ?~r,ose 0: ~his ~:'ec~:lc Reve~ue ACj~S~~e~~ 
Xeeha~is:":1 is ':0 ac.jus-: =eve~ues :0: sales :l~c,,:::.a,,::'o~s • 

............ -: .. ca'lo.·, .... ·/· ,.. .... ·s -eo"''''' ....... OV .. s .. O ... a'"l""-';es"'o .... ~ '-"'ls 1:0'" 
,.... "'" '-"" - .. ;;:.;.,. - - W d. ..4o... "'~":''' -..... I' ~. .. -. \OiI.... ... i."J _ - ..... 

se:vice ::.~ce: all rate sc~eeules a~c ce~~:ac~s :0: elec'::!c 
se:v!ce.su~~ect. ~o ':he ~~:!Sd!C':lO~ 0: ':he Public ~"::'lities 
CO::".:n!SSlO~ .... / 

3~se R~~es: ~~e Base ~a,,:es a=e ":he :a':es :0: elec,::ic se~~1ce 
l~ e::ec-: ~t. a~y ,:~~e# exclus1ve 0: aejus~~en,: :a':es :0: ~hic~ 
a b~:'a~ee or aejust~e:.,: aeeou~,,: is s~ee1::cally ~:ovieed i: the 
?reli~i:.a:y Sta,:e~er.,:* 

Base Reve~t:e .:.:.-.ou:':~: '!'he l:>ese reve~;;e a~ou::-= lS ':he ar..r..u~::' :eve:':.t;e 
':0 be collec":ee =:0::-. Base R~,:es. ~he base :eve~ue ~~ou~,: sh~ll be 
inereasee 0: eec:easee to i~co:po=a,,:e cha:.;es !n ":he level 0: 
au,,:ho:ized :eve:.ue specl:iee in eecisio:.s 0: ":he Co~~issio:: wi":h 
~es'Oee- ~o ~~se ~~tes eo~e"~-e"'-'v ......... -'-e ~e~·~-.;~~ 01: -~e '"Ie-'oA 
.. .. _ 'W w~ .,'- ........ ~. __ • .,.......... ..... "'" ......... _ ... .., _ ~., ~ .... '-' 

~o wh!ch sueh :evenue app:ies. 

5. ~eviS10~ ~a~es: ;he :eV1SlOr. ca~es are as providee ~~ee: ?a=~ S 
of the ?:el!~l~ary State~ent (ZCAC). On s~eh cates, 0: as soo~ 
"'~e"'e~ ':-e'" as .. · ... e CO-" SS .. 0 ........ ,.,v ,.·· ... '-0 ..... -e -'-e , .... ·1" ._/ s'-a~' ... , _ ~ .... _ ,-., ... :.u.... _ •• "' ............ '-"_ ....... .., I --... -. ...... w. • .. __ 

l~c:ease 0: eec:ease ,,:he ZR;~ rates appllcable to each :a":e 
schec::.le a:.c contrac,,: in acco:ea::ee wl":h ":hese p:ovisions. 

Exeep,: (a) :0= sales to 
u~ce: present co~,::ac,,:s 
Schecules ;:"-20A, ;:"-203, 

':he Cali:o:~ia Depa:t~en~ 0: ~ate: 
(b) :0: sales u:.ee: ev~e-~-e-·ai ~.~ -_ .... ~ .... 
A-2CC, a~c A-20~. 

Resot:rces 
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AP?E:""D!X D 
?a~e 2 

6. Ele~=ic R~v~~ce ~eicst~e~t Aee9~~~: Be~i~~i~~ as 0: 
~a:ua=y 1, 1982, the ~-eility s~all ~ai~~ain an Elec~ric 
Reve~ue ;"djus~~e:~ 'Account. Entries shall be ~aee to tbis 
accoun~ at the ene 0: each ~onth as :ollows: 
3. A eebit e~t:y e~al to, i: positive (credit 

entry, i: negative) • 

c. 

(1) 7he applica~le Base Revenue ~~ount 
-u'-~~l-e~ ~v ·~e a~~'·~~~'e -o~-~'v -'-' *'--1:' .,. '- -.. ••• J:'~.~"''''IJ-- ... ........... . 
:actor :ro~ ~he table ~elow, less 

(2) ~he ~~ou~~ 0: Electric ~e?a=~~ent 
:evenue =:om all applicable sales 
billed e~=in~ the ~onth at aase 
Rates. 

~a~ua:y 

'E"e~=ua=y 
xa=eh 
'April 
May 
';une 
';1;ly 
;"u~st 
Sept~e= 
Octo'oe= 
~O·/e::'!:oe= 
Dece~= 

uO .... ~,v ':'ae"o-... ~ .... '-4o'" .. - ,. 

8.2% 
i.a 
i.8 
7.8 
7.9 
8.8 
9.1 
9 .. 2 
9.0 
8 .. 2 
8 .. 0 
8.2 

A.~ ent=v e~al to interest 0: ~he avera;e 0: the 
balance" in ~his account after entries a .. ane ~. 
above at the inte=est :ate provided in ?a:t B 0: this 
?reli~i~a=y Statement. 
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?a;e 2 

i. ~he ERAM :a~e shall be e~ual ~o ~he es~~~a~ee ~a:a~ce i~ t~e 
Elec~:ic Revenue ~just~ent Account as 0: the :evis!on date 
eiv~ded ~y the est~~ated sales :0: the :ou:-rno~th ~e:ioe 
~e;inn!nq wi~b ~he :evis~on eate. :he ~v. rate shall be 
aeded to tbe rates otherwise in effect anc shall be separately 
ident~:~ed o~ each rate schedule. 

8. T~~e a~e ~a~~e~ 0: :~l~~g ar.c Kela~ee Re~o~~s: :he u~ility shall 
~nclude proposed :ev~sed ~v. =ates ~n its ECAC a~pl!ca~ions. 
Each such :il~ng shall be acco~panied by a report which shows 
the derivation 0: the acjus~~ent to be applied • 
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;"??E~~!X E 
?aqe 1 

1. ?~~~ose: ~he purpose 0: 'this ~~ provisio~ wit~ i:eexi~q is to 
set :orth a procedure by which an attrition allowance ~~1 ~e 
established for 1983. ~he indexing proceeure a?~lies 
only ~o labor ane ~onlabor ex,e~ses ~sin~ ~be ~iven 1982 
expenses as a base. 

2. A~~licabili~v: This mechanis~ will apply ~o ooth ~he Electric 
ane Gas Depa~~e~~s' a~~=i~ior. allowar.ees :Qr 1ge3~ 

3. F;li~¥: On or before October 1, 1982, 'the u~ility shall file 
by advice letter with 'the Cor.:.issior. 'the aedi~ional reven~e 
require~en'ts necessary to escala'te the 1982 labor expenses by a 
labor esca1atio~ rate 0: 3~ plus 7~~ 0: the C?: increase betwee~ 
August 31, 1961 a~e Au~st 31, 1982, and 'the 1982 nonlabor 
expenses by t~e latest DR: :orecast :or the ??! for ineustrial 
co~odities a~~lied 'to the ~odi:iee ??: eevelo~ed bv the staff. 

fOp .. fIOt .. 

4. Cost .Cateco~ies: ~he cost categories s~bjec~ to i~eexin~ are 
limited to the changes in laoor and nonlaoor escalation :aetors. 
All other revenue re~ire=.ent e::ects 0: chae~es in rate base, 
depreCiation expense, income tax, as well as :~~a~cial att:itio~, 
are set :orth in parag:aph 6. 

5. Reve~~e ~e~i~e~ent Cha~g~s: ~~e ~~ili~y shall co~?~te anc 
re~o=~ the reven~e re~ui=e~en~ e::ects 0: the a~~=i~io~ allowance 
caleulatee as d~scussee i~ ?a=a~=a?hs l-4. 

6. T~e :ollowi~; aeO?~ec 198: labor and nonlaoor costs are s~bject 
to indexi~g changes: 



• 

• 

A.60153 et a1 • 

Reve~ues 

Labo~ (1982 Sase =o~ 
I~eexin;) 

~or.labo~ (1982 Base 
for Inee:<in~) 

rixee ~ttrition !tem~ 
Depreciation Expense 
Income Tax Expense 
Rate Base 

Financial ;"tt~itior. 

A?P:E:~"IX E 
?a~e 2 

Reve~ue Re~~i~e~e~~ 
(SOOO) 

caue ~uriscic~io~al 
Elec~~ic 

416,861 

231.021 

48,121 
(3,234) 

57,429 
20,520 

21.1,539 

107,164 

13,401 
(1,228) 
10,428 

6,589 

11 I~cluees ?e::sions ane Be~e:i~s and ?ay=oll T~es. 
11 Excluees Pensions and Benefits, non-~C;"C :~e1, 

ane prope~y insu=anee. 

7. Rates: Rates will ~e L~ple~entee :0= tbe att=ition yea: 19S3 
aecorei~; to the discussion in Section X 0: this eecision. 
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A?P'::m:x -: 
?age 1 

Paci!1c Cas an~ Elect~c C=:>a~Y 

F.A...~ - F:t;::';;.!!.~C DEPA.~ 

Applieant':; ~leet~c "oeze rates, 68rges, a.tl.~ co:odi-:iot:.5 are e!:a~~ to t~e 
extent set ro~~ in th!s a,-pen~x. 

Schedule No. D-l 

Rate:;: 

Cu.~o::e!" O:arge 
:::Ce!"gy Ol3~e 

All ~VC" j)e!" k~.: 
Mi::!:\.'C Cb8:ge 

Sc~ed..:!e No. DS 

Rates: 

?e:' !-~ 
?e ~or.th 

T:le e~ect~~,e :-ate 0: the ::i::.gle !a:.:':r do::es-:ie ~ee sc:hed..:le" 4p'pl1c:able 
1n tbe ~~to:"Y in . .tb:'.c: the =:.:.lti-ra-1ly ace~~t~o: is :.oeated., less Sl..75 
~r tm:L t e! sc:ou:ct • 

Schedule No. M 

Rates: 

r.tle e~ec-:i 'Ie :::ate or tbe s1:l.gle ~a::!.:'j" ~OQe:;t.1e ~c:e sched.1:le afflicable 
in the ten"i~ry 1::1 wbich ";.be :n\:l-:i-!a:!.ly aee0:c0d.8-:io::. is locate<! less $4.70 
per l.m1 t di5eO~. 

Sehed1.tle No. A -1 

Customer Q:a:ge: 
Ecergr Charge (in additio:o to the CU~~e!" ~~rge): 

Pe:- Meter 
:?e:- Mont~ 

S l.75 
O.043l7 
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:~=~~ ~ ~~ O~ le~~ o! ~~ ~~~~ 
:~er.; 260 j(": o~ ::lX~:\::':". de--s.:.e., ,e= 'I.''; 

Over ;00 '/.''': o~ :r.1:e:= de::a:.d, ~:' :'.'W 

S~CIAL CONDITIONS 

SchC'!-.:1e ~o. A-15 

C~stome:- Charge 
Energy Charge (~!l ad~-e.~o:l to c-.:sto:e:- C""...a:oge) 

All 1:f,.-Cl, "?e:' k,ioo"h 

AppliCD-oili -:oy: 

S 9l~OO 
l·99 
1..82 

0.0;:'08 

?er Meter 
~ Mo:o.t~ 

S l.i5 

0.08325 

A!''':.er Jo.:.J.y 1, 1982, ":.~:: $c~ee.lJ.l~ .... i:.l ~ op":.!.Ot'.e.l '!or po:j"?b.t.se ge:.e:oa:. 
serr-ce custarae:-s .. r. .. :.~ a peu. de-.e.nd o~lO""" ;00 Y.t."h. 

Ra~es: 

~e:1Sa"lc. Ch..'\!"ge: 
Per kW o~ :o;aJC!:.'.:'. de:n:l.nd 

;:'''le:-g:{ C~.a.::ge: 
All ~~h, pc:- k~~ 

' .. 

Per Meter 
Pe:- Month 

s 65.00 

1.00 

0.03255 
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A??:;:"~:X :
?a;e 3 

Paci:ic Gas and Elec~:ic Co:npany 

Schecules ~os. ~-2~ a~c A-23 

":'!'le :a tes on ":ohese -::':0 scneeules a:e now iden~ica1 
although custo~e: bil1in~ in:o~~t~on ~ill con'tinue to ~e 
~ain'tainec. sepa:ately. 

CustOr:ie: Cha:;e: S550.00 $.550.00 

:Jemane Cha:;e: 

On-Peak, pe: k~; 0: ~axi::'l1.:.":,\ c.e:na:e 2.50 .i5 
Plus ?a:~ia1 ?e~k, pe: kW 0: 
~~xi~~~ cema~~ .30 .25 

Plus O::-?eak, pe: kW 0: ~~xi:num ~e:na~c. ~o Cha:;e ~o Cha:;e 

E:-.e=;y Cha:;e: 

Scheeule ~o. Ot-l 

~e:cu:y Vapo: :amps:~ 

liS · .... a~":.s 
400 watts 

Hi;h ?:essu:e Sodi~~ Vapo: ~~~ps: 

70 · .... a":ots 
100 ~at~s 
200 • .... a-e"':s 

0.02934 0.02934 

?e: :.a!'lP 
?e: Xon":.~ 

(Zffec":.~ve ~a~es) 

Sl:3. 441 
21.988 

10.456 
::.924 
16.572 

~ Closed ~o new ins'tal:a't~ons as 0: :une 8, 1978. 
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;..pPE~;:):::X : 
?a;e , 

Pacific Gas a~c Elec~:~c Co~~any 

Schedule ~o. ?A-l 

Se:vice cha:;e, pe: cus~ome: pe: mo~~b 
Pe: hp 0: kW, pe: montb 

S2 .. 50 
0.60 

Ene:~ Cha:;e (In addition to Se:vice Cha:;e) 
All k~~, pe: k~~ .03l34 

Sehee~le ~o. ;5-1 

~ :--------------------::::::A~l~l::~:~:e:~:~:ZR:a:t:e:s:~?:e:~:~::a:~:,?:~?:~:~::y~-.o:~:t:~~.-_-_-·:::-Ea.--l-:---E-o-u-:-: 
Cl?ss : A 3: C :, ~: F :;C~yst~e~t: 

~omina1 ~amp Rati~; 
Incaneeseent Lamps 11 

La.":\p 
w~~~~ b.:U'l":'1~r:~ 

58 600 5.599 
92 1,000 6.652 

189 2,500 11.059 
295 4,000 1' .. 629 
405 6,000 18 .. 396 
620 10,000 26 .. 192 

Me:ocury Vapo:- Lamps V 
Lamp Line 
Watts W,tts :u~e~s 

100 124 
175 198 
2$0 185 
~OO 45l 

3,500 
7,500 

ll,OOO 
21,000 
37,000 
57,000 

9 .. 589 
11.825 
14.735 
20 .. 783 
33 .. 828 
4~.S66 

9 .. 50S 
13.076 
16 .. 8';0 
24 .. 6S1 

8 .. 467 7.0S6 l4.84:' 
10.743 9 .. 728 16 .. 742 
13 .. 614 12 .. 612 21 .. 150 
19 .. 403 18.140 -
30.899 -
~l.464 -

14 .. 114 11 .. 620 
16.410 13.902 
19 .. 415 :7.i2S 
25 .. 765 23.424 
38,.44' 3i.865 
49.660 ~S.S35 

.:'54-

.. 3:'S 

.';'9'j 

.. 683 
1 .. 043 

.184 

.295 

.423 

.. 672 
l .. 143 

,.1.623 
, 

700 766 
l,OOO l,Oee 

11 Se:vice :0: i~ea~eescent l~~PS is l~mitee to those 
installations in se:-viee as 0: Septe~~e: 21, :'S7S. 

2L C10see to new ~nsta11atio~s .. 
So~e: ~ates sho·~ a:e the effeetive :a~es. 

:~eludec a=e: AZR ~~ S.002i5 ~e= ~~~: 
CFA a~ $.00018 ~e: ~~~: 

SF~ a~ S.00002 ~e~ ~~~: 
ECAC at S.05406-pe:- ~~~: 
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A??~~~:X F 
Pa;e 5 

Pacific Gas anc Elect=ic Co~pa:y 

RA~ES - E~ECTR!C DE?;~7XE~: 

Sc~ecule No. ~S-l (Co~~'d.) 

: : A~~ ~,;.e"ht ~~t~~ ?e~ :~~:2 ?e:- ~~n-:h 

: Class ~ 3 C : ., - : '":' ,.., :.. e 

Ei~h P:esst;:e 
Soc.iJ;;:'I Vapor La~'Os 

;..ve:age 
Lamp Li:e ,. ... • .. ~a1 ....... 
W~tts ".\a'l:ts LUj'l'le~s 

70 85 5,800 10.457 9.315 7.947 14.i90 14.410 11.9ii 

• 100 121 9,500 11.934 10.i8i 8.856 15 .. 887 15.576 13 .. 447 
150 176 16,000 13.654 12.519 10.769 li .. 535 17.612 15.178 
200 263 22,000 16.571 15.429 13 .. 68l - 20.677 19.99l 
250 32l 25,500 18.570 17.448 l5.776 - 22 .. 7·71 22.095 
400 487 46,000 24 .. 016 22.868 21 .. 121 - 28 .. 114 27.430 

:H~l:-Eo\:: : 
:OeiustN~~Y: 

.. 116 

.. 164 

..240 

.. 361 

.. ';';1 

.669 
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Pac:1.!~c: Cu .rid ~c: ~I 

• ?J..."';:S .. ~C ~~ 

Sehl'dul. ~. tS-2 
t..'tili:y *=,11t'S ::'Ifo t.."::':'ity ~lla ~ 

U:1lity ~l~es ~, M::chi:ur;" ~, Ni:c.~~ 
I!M:"gy If:II! M'Id Q&in:ev:1C~ IIrC :.a!..,t~ 
~tc;.'1.~ ~o. far :..a:.s 6r.."V'i0l' !o: enei:'. 
a.e:"ViH c:n:.y. WId glul\oUlt. 'Y.:ec !'''Icl.~i.~ 

:..r::. ft ~3WUe. 
~&t:.n~ Sc:heod1.Il~ - A.3 C'lC! C 
~1.."I&l t.I:::;I Rating: l".:.! .. Joio\::' 
:n<:.l!'ldeac:eon: ~ Al! N1&"'t All Nigh: All Night ~4U5~t 

~te5 ~~ 
--;z ~ 3.390 ~Jo!\4 SJo58 .,~ 

'89 2~ 7.005 8.297 9.300 .318 
29~ 4,000 10.931 12.299 13.3()0:. ./.97 
40~ 6.000 '5.026 1~..39'0 17.:J97 .683 
6Z0 ,o.~ 22.939 24.~9' ~"'75 1 .Clo3 
860 15.000 31.82.5 33.Ssa 1 " .. -, 

:.,:,w ?:esS\:..~ 
Sod1\111 V~ :.cps 

1Nf!r&fl.. 
:.r.;, :,i..,.. :n!.'!i.al 
...:at<!s .... ::5 ~, 
-z - 20.800 2.OS1 00 

~s 90 8.000 2.728 
90 14.8 13.m 4.4.85 

135 20S 21 ,500 6 .. 19() 
180 :55 33.000 7.6&6 

H!.~ P':'essure 

• Sod!~ VJ.:#: ~ 
120 Vol:s 

lWr~e 
~ :.1nt- :n~:::,.a:, 
~t<!s \o:a'!'!s ~s --rv ~ 5.at<i 2.549 3.W. 4.J.1,.9 .'16 

'00 121 9.500 3.609 .1..506 S.S,1 .160:-
150 176 16.000 ~.280 6 .. 777 7.180 .24tJ 

2"-0 vol:s 
lrNUJA1.e 

:..r.o t.!.nt ~~ 
i.:atts \.;.a-e-;s ~s 
~ --;s' S.SOO 2.993 3.889 "'.895 ,136 

100 14"- 9.SOO 4.342 5.239 6.2t03 .198 
'50 205 16.000 6.190 7,~7 8.090 ..2S1 
ZOO 263 22.000 7.948 8.891 9.895 .36' 
Z~O 321 25.m 9.707 'O.~9 ".653 ~1 

I.t:fJ 487 4.6.000 14.120 1S.6Ql. 16.667 .669 

!'Ir...t:' H.al~. ~-
AVf!tag. 

~ line :,-u.~ 
~t':s ~t""'..s !.tJ%Ir.ls 
~ '-OS 30.000 14.136 .6102 
, .000 1 • '18 90.000 :J3.7Zl 1.S33 

:O,Cc;o.....-yV~~ 
AVII:rAll,e 

~ Unt :1'l1ti.&1 
I..:at'"..s iolat-=s ~s 
--rvv -nt J3.1J 4.053 ~.78' 5.7$6 .1S1o 

1'5 198 7.SOC 6.500 7.zJ9 8.232 .29S 
2SO 2135 '1,000 9.~ '0.225 " ..2:39 Jo23 
400 451 21 .000 14.793 15.722 '6.72.5 .672 
100 766 '.!7.000 .2.5.151. 26.901 Zl.890 , .143 

, .000 , .088 57,000 35.707 'Z7.$106 38.551 ~.623 

• Mtc:h.1.l'lg Scv'I...c~ 1& clo~ :0 !'IIfY wtall&d.cN • - Closed co neo.r ~5t&llad.ons. 
No~: RoIt/!5 ~ Irf: :!'Ie f'!!ect!.w rates 

:ne:.~ a~ )Z;. at S.00376 ~ ~ 
C7A .t S .00018 ?e:' NoI!-!R 
Sf;... at 5.00002 ~ ~ 

'€CAe at S. K\.'/olR 
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Seheeule ~o. ~S-3 (Cont'c.) 

Seheeule ~o. ~C-l 

Se:vi.ce Cha:ge: 

';??:£~:;:)IX :' 
Page i 

Fo= each se=vice cor~ectio~ 
Ene:;y Cha:~e (in aceition to Se:vice ~a:ge) 

De:nanc. Cha:ge: 

Ene:;y C:~a=c;e: 

?e: Mete: 
Pe!" ~9nth 

S3.00 

0.0';235 

Sl.iS 

0.Oo;3li 

S2.15 

0.022';0 
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?age 8 

Pacific Gas ane E1ec~:ic Compa~y 
R;TZS - ZLZC~RIC OE?A.~~~~T 

Schedule ~o. ?A-2X 

Monthly Service Charge: 

Energy C~a:;e (In Addition to ~he 
Service C~a:se) 

On Peak, ?e: kWh 
Plus Partial ?eak, ?e: k~~ 
Plus Off-Peak, ?er k~h 

?er ~le-:e: 
?e: Month 

S2.S0 pl~s 51.30 per k~ of 
On-Peak Xaxi~u~ ~e~anc 

?erioe A 

SO.0';821 
0 .. 02813 
0 .. 02412 

?erioc B 

.: 50 .. 04ll3 
0.02813 
0 .. 02412 
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CO~ .. V.ISS!O~ER JOH~ E. BR,[SO~ I Conc'..!:':' ing: 

! concur. 

This h~s been un un~~u~lly difficult dcci~ion bccuuse 
it comes ~~ u time of intense distre~s bo~h for the rutcpaycrs -
who arc olrcudy f.:lcing historic~11y high g~z une electric r~te~ -
~nc for the utility, which -- despite the higher rates of recent 
yc~rs -- hns been in ~n eroding fin~nciol oo~ition. 

?redic~ably, when the int0r0zts of .:If.fcctec p,')rtics arc 
ns widely divergent ~~ they urc herc, this cecision will b~ u tough 

one for n11 to ncccpt. The decision m~ke~ =hllrp cut~ in nearly 

011 ~rea~ o! PC&E's requests. PC'S will have to make wrenching 
m~ntl.gerncn t D.nO cost control decisions to li'/e · .... i thin it. Dczpi te 

these shntp cuts, the decision outhorizc~ ~nother zignificllnt 

incrense :or residentinl ~nd business consumers who ~re nlrcady 
hllrd hit hy utility bill incre.:lscs nnd the generQl stresses of 
combin0(1 i. n n~1 tion ~nd rece~s ion. 

,\ que::; t.ion which ~e:;crvc::; commr,:n t i::; '...,he tht;lr the fu turr,: 
promises only more of the ::;~me -- higher r~tc incrc~zes from ~ 
utility in ~ continu~lly co:crioroting [in~ncial pozi~ion. The 
~n:;wcr must be a mixed one in the zh6r~ term, but there is, I 
believe, real Rro~pcct for'improvement. The causes of current 

<.!i:;;t.rcs~ h.:. vc been in ~ l~ t ion, cl h0.!Jvy dependence on oi 1 atJf,! 

n~tu=~l qclS, unci the mossivc investment of utilities in lorqc 
long lQ~d-time construction projects. 

In:lo~ion is n ~roblem in ~ll urc~s of the econom" but 
u p~rtic~lurly difficult one in the rc~ul~t0.d ~cctor where 
th('rc h.:JS .11· .... ;:l.ys be-en n 1')0 bet'...,een co~t irlcurrencc .:Jncf r<:Jte 

~djus~mcnt. Throuqh our regulotory loq plnn ond attrition 

odjustmcn~, the Commission is dealing more effectively with 
in!lotion, but ~hcrc is no way to fll~]y protcct the r~t0.p.:Jycr 

from it~ crfect~. 
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Due to our gcogruphicul 90~ition on t~e cOu~t with 

indigenou~ oil und nutural gus rezource~ but remote ~rorn co~l, 

Culiforni~ utilitie~ built oil ~nd n~tural 9a~ power plantz 

through the 1960's. Those were sound dcci~ionz b~zed on ul1 

fucts known und foreseen at the time, but they huve left us 

uS a ztute vulncr~ble to the cxtr~ordin~ry ?ricc increases und 
volatility in oil and nuturul costz in recent yeurs. Thus, 

fuel costs made up only l6~ of the typical PG&E electric bill 
in 1970 and are 62% of that cost today. 

Finully, ?G&E, ulong with nearly every other utility, 

set out in the late 1960's and early 1970's to build a new 

generation of larger more technically complex power plant~, 

gencrully nuclear plants. ~t a time of ztublc prices and a 

history o! success in bringing construction projects to u timely 
conclusion and increasing ccono~ies of scale stemming from 

technoloqic~l improvement, thesc u?pcurcd to be sound eccisionz. 

nut, in fuct, theze m~ssive construction commitments have 

crippled the utilitie~ ~nd thu~ inclir~ctly hurt the consumer • 

Complex technology couplee with the i~~~n~c size of these 

projects ~nd deep ~oci~l concern ubout their he~lth ane 

environmental imp~ctz h~vc stretched out the construction period 
fur beyonu thut projected, ~nd this hu~ occurred ut the s~mc 

time that the costs o! finuncing new construction huve tripled 

and qu~drupled. And since the investor-owned utilities h~ve 

under tradition~l utility regulation'borne ull 0: the costs of 

construction ~nd associated financing until ~ plant is in 

operation, they h~ve hud to be~r this immense financial burd~n. 

Wh~t can be done to cope with inflation, oil and gas 

dependence ~nd power plunt construction costz in the future? 

While the consumers and the utility have divergent short-term 
interests in the level of utility rates, there i~ a co~~on 

interest in an adjustment to these persistent conditions which 

will moderate future rute incre~ses unci ensure the reliubl~ 
provision of supplies . 
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Th~t ~djustmcnt lies in my judgme~t in zh~rply i~cr~~see 
efficiency in th~ usc of our energy ~up?li~s ~nd in the development 
of more diverse ~nd ~mullcr scale ~hor~~r-l~nd tirn~ ~upply 

sources. This upproach alone ~ppears to have the promi~c of 
minimizing the vulnerability 0: our supply system to uncontrollable 
oil and natural gas prices and the ravages of ~igh conztruction 
and financing costs on large co~plcx power pl~nt projects. 

Two parties in this c~se, ?C&P. ~nc the California 
Energy Commi~sion, propos0u sh~rp chung0~ from traditional rate

making policy as meanz of getting to a future supply base !esz 
vulnerable to current problems. ~either approach was ~eopted, 
but both deserve comment. 

?C&E proposed three accounting adjus~~ents to improve 
c~sh flow. PG&E ~rgucs that this would allow the utility to 

return to full financial health and appropriatc energy development 
would then follow. 

While improving the utility's financial health is 
import~nt to encourage devclopment of new rcsourcc~, PG&E'z 

proposed cure presentz its own problems. As our st~ff pointed 
out in this casc, PG&E's curr~nt cash flow difficulties stem 
largely from the fact that the Di~blo Cunyon und Helms power 

plant projects have not entered the rate base. The utility 

asks the Co~~ission to adopt measures that place much of the 
cost of plants under construction on current ratepayers, 

shielding the utility from risk. While adopting such ratcmaking 
treatment might encourage development 0: new re~ources, it woule 
remove an incentive for the utility to choose carefully among 
competing technologies and to construct plants in an efficient 
and timely manner. 

Rather than adopting risk shielding measures to 
improve the financial health of utilities, I would prefer to 
authorize appropriate returns on equity and place the risks 
of development on the utility. Civen the magnitude of utility 

investments, it is essential that incentives exist for efficient 
development of resources • 
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The En~r~y Commi~~ion, for it~ p~rt, presented ~ 
r~tem~)<inq l'ro?o~.:\l to encour~ge utility deve::'opme:it .).nd 

promotions of n~w ::::n~ll :::c~le ::esourcez. The Bnergy Comrni:::zio:'l 
suggests th~t we ~uthorize ~ three perccnt~se point higher 
rctur:i on equity ~nd ~hortcr de?reci~tion lives for rcncw~blc 

resource investme:itz by utili tic:::. I:i::;of~r as this propoz.ll 
would ~uthorize ~ return on investme:it to reflect risks aszume<1 
rolthcr than simply shi~ti:ig investment risks onto ::.lte?ayers, it 

is mo::e consistent ""ith my thinking. !-lo~'cver, given the greolt 
advantolge of renewablez i:i terms of lower costs, smolller size, 
and shorter construction leold times, utilities should prefer 

such sources over lolrge base load plants such as coal olnd nuclear 
even absent the Energy Commission's propozal. It therefore 
is important to analyze carefully whether an additional incentive 
is nccessa:y. 

The utilities are not the only source of new electric 
generating capacity to reduce oil usc. Likewise, important are 
the con$~rv~tion e::or~z of indivieu~l customers and ~hc develop
ment of ca?acity from unregulated third par~ie$. ~5 the Co~~is$ion 
has emphasizcd in the past, we place hishe~t priority on the 

~1evelo?men t of 5uch ·rcse~""CCs. ?(;&E' s effort~ to promote CO::1scrva
tion ~nd third o~r~v Gcnerotion have imnrovcd in recent years, .. ~.; .. -
p~rtly no doubt due to our prodding, but ~lzo becau~e it hos 

become in the compa~y'c interest to do GO. ~~ rG&E itself 

has pointcJ out, concervation and third party development reduce 
the company'z need to build new f~cilitics. Under current 

conditions, reducing financing requirements is to the benefit 
of sharenol.jers. 

The Energy Commizsion further argues that we should 
provide an additional rate 0: return reward for utility 
achievemen~s at purchasing electricity from third parties. 
Rather than bei::1g simply a non-profit, cos~-rccovery a~tivity, 
wholesale energy purchasing would become of real valuc to 
the utility shareholders. The ~uestion is whethcr such a 
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rcwolrd, which would rcli:::c thc cost to t.hc r.:ltcp.:tye:, of zuch 

outside supply sources .:tbovc the utility'z cstim.:ttcd cost for 

its own supply projects, would provide long-term benefits by 
uccclcr~tin9 ~he introduction of such zupplies into the utility 

system. 
Despite our dccison not to ~eO?t in this decision 

the ~ore dr~m~tic brc~ks with t=~dition~l rcltcmclking proposec, 
I believe further oncllysis of the imp~ct~ of our ra~c decisions 
uno mcthodologicG on utility ~upply pl~nning iz necded. I elm 
troubled, for eXclmplc, by the incentivc::: th.:tt our fuel cldjuzt
mont clnuscs clppenr to croate for continued rclionce on oil and 
gol!j. The- Bn('rgy Co:n:ni~$ ion ce::;ervcG crNh t f.or rro1'o::: ing nc''; 
ideas in the ~orm of re· .... .:trc-penell ty mC.'chanicm::; thcl t would 

provide .:tddition.:tl incentive !or utility promotion of new 

diverse supply sources. Our objective mu::;t be to provide the 
minimum .:tocquclte incentive .:tnd finclnci.:tl celpclcity for such 
chclngc. Excessive or poorly designed rew~rds could helve the 
perverse effect of m~%ing inherently economiccll appro~ch~s 
overly costly to consu~ers. ~hc rewarc-?~n~lty mechanism 
proposed in this case toc~y for utility conservation efforts 

in ~n import~nt step tow~rc further analysis of such an ~pproach. 

In any event, tod~y's decision providcs -- in an 
atmospher~ 0: great fiscal constraint -- vital building bloc%s 
tow~re the needed .:tdjustmcnt in our energy supply basco By 
eldopting the E~~X sales eldjustment ~cchanism, the Commission 
removes the disincentive to utility con~ervation efforts 

By not cluthorizing ?G&E's 
cash flow proposals, the Co~~ission declines to zhield the 
utility further from market forces, clnd thereby ret.:tins the 
full incentive for rigorous mcln~qement eccizion making responzivc 
to changing economic con~itions. By upcclting the rate of 
return and adopting the .:tttrition ~llowclnce, thc Commizzion 
provide::; PG&E the basis -- with ~ggreszivc cozt control -- for 
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necessary new investment. k~d by providing for steadily 

expanded conservation and load management effortz, the 

Co~~ission maintains the drive toward increased efficiency. 

December 30, 1981 
San Franci5CO, California 
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RICHARD D. GRAV~LE, Commissioner, Concurring: 

I concur. I write scpar~tely to discuss two ~tters 
of particular concern . . 

The first matter concerns the consequences for our r~te-
making process of living in an er~ of sky high utility bills. 
The second concerns a new approach to the problem of revenue 
allocation in electric rate design. 

It is commonplace to observe that energy rates are high 
and going higher. The ordinary citizen's first reaction is,of 
course, to ask why the Commission does not keep r~tes down, as 
if applications for rate increases could be denied regardless of 
inflation, higher costs of materials and supplies, escalating fuel 
bills and incrc~sed labor expense. Years ago, every extra unit 
of electricity or gas sold actually lowered the cost for everyone. 
Greater consumption led to greater economies of scale, leading to 
even cheaper rates. Perhaps the ordinary citizen still remembers 
those halcyon days. Now we see the exact opposite. Every extra 
unit of electricity or gas sold increases the cost for every eustomer 
on the system. The cost of generating one new unit of electricity 
or distributing one more unit of gas - commonly referred to as 
marginal cost -- keeps rising as the cost of primary fuels, oil and 
natural gas, keep rising. This situation has been noted many times 
and I will not dwell on it. But I would like to point out w~t 
it means for the regulatory process. 

I return to the ordinary citizen's question, "'Why doesn't 
the Commission keep rates down?" What I think the public inc~easingly 
demands is that the Commission go OVer every account on PG&E's books 
and weed out every single penny th~t is unnecessary or w~steful. 

In the past, it was sufficien~ for our staff to make estimates 
of future expense levels based on trending or similar analyses. 
It was assumed that increasing efficiencies of scale and increased 
efficiency due to higher labor productivity would produce 

..1 .. 
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sufficient savings to allow the utility to ~eet any unforeseen 
expense. In those days ~ regulatory commission's chief concern 
was to insure that the utility did not earn beyond its authorized 
re~urn. Now, however, despitc gcnerous regulatory assistance, 
costs ar~ incre~sing at such a rate that it is rare for a utility 
to earn its authorized return. the result has been two-fold: 
first, utilities. h~vc begun to embrace the concept of living 
within their "authorized" expense levels, and second, the ratet:l.lking 
process has become one of' establishing ~ "budget" for utilities 
consisting of various "authorized" expense levels for different 
utility activities, such as maintenance, overhauling, building new 
facilities and the like. Increasingly our task is not simply to 
trend expenses to general levels, as we used to do in the past, 
but to examine claims that this or that activity is proper and 
that the activity must be funded at such and such an amount. ~e 

are asked, in short, not to determine general expense levels but 
the propriety of individual expenditures and projects. For 
example, during oral argument great attention was focused on 
whether PG&E should do one or two gas turbine overhauls in 1982 
and on how many new hires it should add for steam maintenance 
operations, 

It would be nice eo think we have an infallible ability to 
make such decisions. In any given instance our staff can examine 
such questions and bring us a recommendation in which we can and 
do have great confidence. But it is important to recember that 
we are dealing, in the case of PG&E, with a rate increase 
application of over a billion dollars. No one individual, and 
certainly not just five commissioners, could ever hope to examine 
every single account involved in a rat~king case so large. The 
fact is that not even ou= staff, large and skilled as it is, 
has the time or resources to examine every account down to the 
las~ dollar, to decide whether x dollarsfo= tree trimming would 

• suffice instead of y, whether z number of employees for line 
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~intcnance would suffice instc~d of any other number. To its 
credit, !U~~ in this case has applauecd the efforts of our staff, 
~nd I would like to add ~ word of praise myself. The time and . 
energy put into this case by our staff has been nothing short of 
phenomenal. Yet still, for almost any given account, one would 
be h~rd pressed to say with absolute certainty th~t he had no~ 
given too much or too little. Reduced to one sentence: =at~king 

is not an exact science. It depends on input from engineers, 
accountants, economists, lawyers, company witnesses, staff witnesses. 
special interest witnesses, consumer witnesses, all with a different 
perspective on what ~sr be done. To expect preCision fro~ such a 
process is absurd. 

Yet increasingly the public dCCAnds that not one penny 
more than what is absolutely necessary be granted to any energy 
utility. In an era of sky high utility bills. it is only natural 
that this demand be repeated incessantly. Increasingly this 
de~nd will become the mainspring of our regulatory process. 
It is inevitable. 

At first blush it may appear desirable. But the consequence 
is that increasingly ~his Commission ~Nill be thrust into the role 
of managing the utility, of :aking day to day, or perhaps ~onth 
to month, decisions as to what work should and should not be done, 
at wh~t expense. Wisely, today we resist that temptation in ?G&E's 
conservation progra~, according the utility broad latitude to 
reallocate its funds as it sees fit for accomplishment of the 
greatest savings. But not 50 happily we today direct ?G&E to file 
maintenance expenditure reports. We have to do this in the con:ext 
of today's decision, to determine whether PG&E will act~lly spend 
the doll~r5 it says it needs on maintenanee programs. But this 
may be a long step toward ~nagins the utility, which is to enter 
a game we can only lose. 

Our only hope for dealing with this situation is to demand 
that the utilities themselves now adopt a rigorous budgeting 
process, something which, unbelievably, ?G&E is ztill months away 

-3-



• 

• 

• 

." 

A.601S3 et al. 
D.938S7 

from having in place. We h~vc to demand as well that once the 
budget is determined by the utili:y ~:'J.d "authorized" by this 
Co=mission. thc.utility must live within its overall budget. 
reallocating as necessary within that total anc not coming back to 
this Co~ssion because certain expenses have exceeded those 
originally anticipated. Utilities have to unde:t"stand tlut 
authorized retu=ns will be earned only by those utilities whose 
~nagements keep expenses within their budget. Only in this 
manner can utility incentives be preserved and only in this 
manner can we avoid the spectre of this Commission establishing 
a utility's operations. 

In the a:t"ea of rate design. ! feel that we do not ~ve an 
adequate ~ethodology for guiding our decisions on revenue 
allocation between customer classes. !n thiz decision we draw 
upon the Heq\!al percentage of the difference" (EPD) :ule for 
revenue allocation in the electric department. ~~ile this rule 
provides a pausible ~ethod for allo~~ng class by class revenue 
requirements to move toward marginal cost levels, it does not 
provide :uch insight in the f~ce of the expected con~inuing 
divergence between margin~l costs ~nd rates. further. despite 
this Coomission's oft stated support for ~rginal cost prinCiples, 
the equal percentage of the difference rule g~ugcs class by class 
rate increases according to existing base rates which ~re founeed 
largely on embedded cos:s. 

We need to develop a ~ore explici~ rcv~ue allocation 
methodology ~hich is grounded :ore fully on oarginal cost principles. 
In future proceedings. I hope that the staff and other parties 
will consider the follo~~ng possible approach to revenue allocation: 
as a starting point. a reven\!c rc~uire~ent for each custo~er class 
should be derived which indicates the revenues that such a cl~s 
would generate if it paid rates according to the time differentiated 
short run marginal cost that the class causes the system to incur • 
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This marginal cost would cover marginal energy costs and all 
approprinte shortage costs. 1'0 keep utility profits .3.t re.3.son.3.ble .
levels . .:l.ctual rates of course would need to diverge from, i.e., be 
set lower than, marginal cost level rates. A second step would thus 
be to allocate the necessary divergence be~Neen actUAl revenues 
and marginal cost level revenues for each class. This should be 
done according to two principles: equity and efficiency. The 
efficiency prinCiple will. require that the rate charged a particular 
customer class will diverge from mnrgin.:l.l cost levels in inverse 
propor:ion to price elastici:y 0= demand that the group of customers 
exhibits. This promotes efficiency because it maintains replacement 
cost price signals most strongly for ~icmost price responsive 
"clastic" users, thus minimizing any energy use distortions arising 
from the marginal cost-rate divergence. The equity principle, on 
the other hand, will require that all custo~er group rates diverge 
from marginal cost levels by an equal amount. This would lead to 
each customer class paying an equal percentage of their respective 
marginal cost rate levels. The interplay of these ~NO principles 
estnblishes a range of possible total rate levels based on marginal 
costs. 

Had such a target range been developed in ~his proceeding, 
it is quite possible that it would have provided substantial 
support for the argument that the rate increase should have been 
shouldered more by large users and less by lifeline residential users. 
This is because the former group is generally thought to have more 
elastic demand patterns than the latter. 

In my view, there are two other reasons why revenue requirement: 
should be shifted from the residential classes to the comoercial and 
industrial classes. The EPD mechanism tends over the long haul to 
cause the residential class alone to bear the burden of lifeline, 
thereby undermining our initial assignment of that burden to all 
customer classes. A revenue shift is also supported by the fact that 
larger commercial ~nd ind~strial users do not face inverted rate 
structures as residential users do; the former see flat rates for all 
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~tionwithin any given t~e period, rates which are far below 
marginal cost. A revenue shift remedies both problems. The major 
problem, however, is that the proper size for such a shift h~s not 
been identified. In this situation, a ten percent shift of revenues 
from the residential class to the light and power. agricultural 
and railway classes might be reasonable. We cannot know this on the 
present record, however. !he new revenue allocation method 
suggested above would help us know how much of a shift is in order. 

Some might argue that the use of this new approach to 
revenue allocation would be too difficult because it relies on 
marginal costs and elasticity numbers. But we are already employing 
forecasting to small power pricing ~ and they are certainly no more 
troublesome than the cost allocation study numbers that we have 
historically utilized . 

San Francisco, California 
December 30, 1981 
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COMMISSIONER LEONARD M. GRIMES JR., Concurring: 

I concur with the decisions being ~de in this order, but 
will make sever~l comments in hopes of giving so~e clear insight 
into my personal feeling about a few issues. 

The first of these is that the major issue in the c~se was 
the size of the request--I believe the first request over 
$1 billion in the nation. In f~ct, if the company's perceived 
needs'had not loomed so large, ~ybe more progress could have been 
made coward finding better regul~tory techniques and concepts for 
our mutual future well being. 

This situation is further strained by the highly publicized 
problems being experienced ~t the Helms pumped storage project 
and Diablo Canyon. Neither of these projects is directly a part 
of this general rate request, but one cannot deny they have 
poisoned the well in the minds of the public. The need to resolve 
the problems brought by Diablo and Helms ~s never been greater. 
Carrying the ever increasing cost of these projects is not only 
a major financial strain on PG&E and its stockholders, but a 
constant'threat to our ratepayers. This is not the day we must 
face judgment on the prudence of PG&E's expenditures on these 
projects, but the sooner that review c~n take place, the better 
off we all will be. 

In face of all of this and much more, including the, passage 
of the Reagan 1981 Tax Act at the end of our schedule, the mass 
meetings of consumers, middle of the night phone c~~ls, and 
thousands of letters, I feel that the Commission has main~ained 
its equilibrium and has made ~ good decision. I, for one, find 
no difficulty in supporting the 16 percent return on equity granted . 
and note that we, ~ California, ~rc working ~s hard as any 
Commission to support the need to provide opportunity for stability 
of our electric utility industry. In recent months, 17 plus 

~ other state commission decisions around the country' provided a 
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16 pcrccnc plus ROE (but none ~?p=oached the 18 percent requested 
in this case. Even with the prime pointing do·~, with utility 
debt comm~nding interest rates of lS percent to 17 percent, our 
decision reflects current financial reality. I am content to let 
the Tax Act windfall and the introduction of ER&V. substitute for 
the cxtrnordinnry c~sh flow request denied by this decision. 

Except fer the continued support of lifeline (n statute 
re~uirement in this stace) and our specinl efforts to insure that 
some benefit from our conservation expenditures (ZIP, solar, et'~l) 
result, this decision will not satisfy the lo~ income gro~ps that . 
worked hard to block any increase. Supplying electricity and gas 
is a business with a co~~odity to sell at a stated price. The 
system and the laws governing our behaviour makes no provision for 
those who cannot pay that price. I can only continue to make sure 
that no one has to pay more ~an necessary--rich man, poor man! 
The companies that we regulate must also work harder to provide 
affordable energy to the people of our st~:e and nation. ' 

In signing this order, I wish to point out that my op?osi:io~ 
to the granting of a discount on gas and electric bills to utility 
employees has not been 31tcrce by postpo~ing action leading to 
such elimination. I am not at all persuaded by the unio~ out 
cry--when allover this nation, managements nne unions arc 
reassessing their ~greemcnts to keep plants from closing and jobs 
from being lost-- that we, at this Commission,' arc without 
jurisdiction to even comment on this arrangc~enc. My pri~cipal 
objection is that the public is p~ying for the discounts. !he 
threat thac the union will make extraordinary wage der~nds o~ the 
company and this Commission if they lose this disco~~t does not 
decer me in the least. If at the bargaining table the union can 
convince manageoent that they are worth ~ore--hopefully th:o~Zh a 
demonstration 0: improved productivity--I think that is good and 
proper, supportable 3nd better than some obscure, under-the-table, 
free deal, on utility bills. 

The primary exception to the status quo rela~cs to the effort 
of the Energy Commission to introduce the old idea 0: management 
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incentives rel~tive to our need for promoting conserv~tion and the 
use of alternative source of electrical generation. I believe the 
b~sic concept is right and have personally proposed a proer~m for 
extending this concept of regulation. I only wish th~t our process 
would have allowed the ~tter to have been worked out in this case. 
We have, however. sturted the ball rolling by proposing t~~t 
incentives (rqward and penalty) for conservation perfo~nce be 
worked out for PG&E by exc~nding our hearings to developed the 
details--I hope the concept is beyond debate. 

As I stated in my Proposal of October 1. we must all reevaluate 
, 

the alloc~tion of risk between ratepayers and shareholders ~nd the 
consequent opportunities available to the utility for the risk it 
assumes. Incentives are an important regulatory tool to convey the 
risks and rewards of the market place to utility management. We 
are approaching closure on incentives for conservation. We are 
well down the road in eval~ting incentives for resource investments 
and operating efficiency. The ratepayers. the utilities, and the 
regulatory process will all benefit if we give serious attention to 
incentive mechanisms and work constructively to resolve apparent 
problems. 

San Francisco. California 
December 30, 1981 
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COMMISSIO~ER VICTOR CALVO, CO~CURRINC: 

By my concurrencc, I slmply wlsh to cmph~5izc th~t 

I expect u cu=~:ul and thorouQh analysis of both the ~pp=opriate
ness of conserv~tion incentives for utilities anc the viability 

of cuch incentive proposal offered ut hearing. The purpose of a 

continued hearing is to develop a complete record, not only on 

the threshold policy of whether conservation incentives arc 

oppropriate but ulso on the vurious forms an incentive proposal 

may take. The proposal outlined in the decision is one possible 

~pproach but by no mednz should be considered the only, or even 

the favored, ~ppro~ch. I strongly urge our staff unci ull 

interested p~rtie5 to commcnt on the outlined proposal ~ncl to 

of:er 01tcrn~tc proposul~ if appropri~te • 

Dated, December 30, 1981 at S~n Francisco, 

C.Jllforni.:l. 

~~--
VICTOR CALVO, CO~V.ISS!O~ER 


