
, 
AIN/AVG/sid i 

Decision 97-06-063 June 11, 1991 

Moiled 

JUN 1 2 1997 

BEFORE THE PUBLIC UTILITIES OO~~ISSION OF THE STATE OF CALIFORNIA 

Application of Pacific Gas and ) 
Electric Company for Authority to ) 
Adjust Its Electric Rates Effective ) 
January 1. 1997, and for commission ) 
Order Finding That Electric and Gas ) 
Operations During the Reasonableness ) 
Review Period from January 1, 1995 ) 
to December 31, 1995 \'lere Prudent. ) 
------------------------------------) 

Application 96-04-001 
(Filed April 1, 1996) 

ORDER MODIFYING DECISioN 96-12-080 

OIl December 20, 1996, the Commission· issued interim 
Decision (D.) 96-12-080 in the first phase (forecast phase) of 
Pacific Gas &: Electric company's (PG&B) Application (A.) 96-()4-001. 

On JanUary 28, 1997, PG&E filed a petition t? modify 
D.96-12-080 pointing out certain errors. in the calculation of 
PG&B'srevenue requirement for 1991 contained in Appendi~ B to the 
decision. PG&E also pointed out that pages 1 and 2 of Appendix C 
were omitted from D.96-12-080. 

Specifically, PG&E points out that the tables contained 
in Appendix B include an incorrect reVenue requirement of $22.7 
million for the annual earnings assessment proceeding (AEAP). 
According to PG&E, the correct AEAP revenue requirement is $27.4 
million. PG&E also points out that the calculations for payments 
to the qualifying facilities (QFs) contained in the decision were 
in error. PG&E states that if the correct amount of payment to QFs 
is used, PG&E's Eenrgy Cost Adjustment Clause (ECAC) revenue 
requirement would be reduced by $118.8 million instead of the 
$720.4 million ECAC revenue reduction adopted in the decision. 
Based on the above, PG&E believes that its consolidated revenue 
requirement reduction should be $554.) million instead of the 
adopted consolidated revenue requirement reduction of $560.5 

million. 
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We have reviewed 0.96-12-080 and found PG&E's claims to 
be valid. Accordingly, we have corrected Appendix B. Correction 
to Appendix B results in changes to the text on pages 1, 2, 12, 22, 

23 and 24 of the decision. The modified decision is included as 
Attachment A 'to this order. The rr~ified decision includes the 
omitted pages from Appendix C. 
Finding of Fact. 

i . D.96-12-0&0 contained certain calculational errors and . , 

omissions, as pointed out in PG&E's petition to modify D.96-12-080. 
Conclusions of Law 

1. 0.96-12-080 should be mOdified to correct certain errors. 
2. PG&E's petition to modify 0.96-12-080 should be granted. 

IT IS ORDERED that: 
1. Pacific Gas and Electric Company's (PO&E) petition to 

modify Decisi6n (D.) 96-12-080, filed January 28, 1997, is granted. 
2. 0.96-12-080 is modified in accordance with Attachment A 

to this order. 
3. The modifications to D.96-12-080 are effective 

Decew~er 20, 1996, nunc pro tunc. 
4. Application 96-04-001 remains open to address the 

reasonableness of PG&E's Electric and Gas Operations. 
This order is effective tOday. 
Dated June 11, 1997, at San Francisco, California. 

- 2 -

P. GREGORY CONLON 
President 

JESSIE J. KNIGHT, JR. 
HENRY M. DUQUE 
JOSIAH L. NEEPER 
RICHARD A. BILAS 

commissioners 



'&'96-04=001 AlJ!AVGlrmo 
Enecgy DIVision' WSM I Final Ver.3 

line 

No. 

1 

e 
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EeAC 

AER * 

APPENDIX B 

PACIFIC GAS AND ELECTRIC COMPANY 

Electric Department 

Forecast Year 1997 

SUMMARY OF REVENUE REQUIREMENT CHANGES 

CONSOLIDATED IN THIS PROCEEDJNG 
" 

Revenue Items 

ERAM (n A.96..()4"()01 Without Cost of Capital 

CARE 

Total Change In A.96.o4.o01 

6 ERAM In other proceedings consOUdated In A.96-04.o01 

7 Cost of Capital 

8 Annual Earnings Assessment Proceeding (AEAP) 

9 Total Change In ConsOlidated Revenue Requirement 

* AER costs are included in ECAC C()sts_ 

rage 1 of 12 

ADOPTED 

BEGIN}4ING 1·1·97 
.~ 

REVENUE CHANGE Une 
(000) No. 

($563.407) 1 

$0 2 

($152.850) 3 

($~.555) 
'" 

($718.812) 5 

$160,635 6 

($5.306) 7 

$9.169 8 

($554.314) 9 
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APPENDIX B 

PACIFIC GAS AND ELECTRIC COMPANY 

Etectrlc Department 

Forecast Year 1997 

SUMMARY OF ADOPTED REVENUE REQUIREMENTS 

IN THIS PROCEEDING, A.9S·04·001 

PRESENT RATE 

UNE REVENUE 

NO. REVENUE ELEMENT (000) 

(a> 

, Energy COSt Adjustment Clause (ECAC) $4.113.792 

2 Ani)Ua! Eoerg), Rate (AER) • It $0 

3 Sas.e Eoerg), Ra!e (ERAM) klA96-04-OOJ $3.413,SS1 

4 CaTifomia Mernate Rates foe Energ), (CARE) $32.852 

5 Total Change in A 96-04 -00, $1.560.531 

6 8a~e Energy Rate (EMY) in othet proceed"ll'I9S $0 

1 Annual Earnings Assessrr.enl Proc;oee.:f.ng (AEAP) $18.221 

8 Cos! of Capital $0 

9 Con..~NatiOn Fina~ M.ust:r~oI (CFA) $1,518 

to CPUCfees $~.111 

U Subtotal $28.850 

U Total Re!ail Revenues $1,589.3$1 

13 Other Operatirlg Revenues $41,311 

14 Total Revenues $7,63$.758 

• Changes t6 CEE reve4"lUes aM e.:penses re~ 'Values rot 1~ as requested in PG&E's 

AEAP firing (A96-05-002). See rotE Rebvttal dated JIAt 29, 1~. 

U AER t¢Sfs ate included in ECAe costs. 

3111197,4:39 PM 

REVENUE 

CHANGE 

(000) 

(b) 

. 
($563.401) 

$0 

($152.850) 
. 

($2,555) 

($118.812) 

$160.635 

$9.169 

($5.306) 

$0 

$0 

$164.493 

($554.314) 

$0 

(i5S4.314) 

page 2 of 12 

ADOPTED 

REVENUE LINE 

REQUIREMENT NO. 

(~) 

(e) 

$3.550,3S5 e 
$0 2 

$3.261.037 3 

$30,297 4' 

$6.841.719 5 

$t60.635 6 

$21.390 1 

($5.306) 8 

$1.518 9 

$9.H' 10 

$193.348 11 

$7,035.061 12 

. $41,311 U 

$7,0$2,«4 14 

e 
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PACifIC GAS AND ELECTRIC COMPANY 

EI~trie o.~rtm~nt 

fG'teeast Year ,~t7 

ADOPTED ENERGY EXPENSES 

Forteast P~riod; January , t.~ough December 31 

Une Quilntlty 

- No. RG't'cl\ut Element GWh . MOth 

(a) (b) 

fO$sil Fu.t , Convno<ft)' 203.UI Oth 

2 TraflspMation & StQ(a~ 

3 Subtot.l Gas 203.7'" Oth 

.. Re$m1iilOi 0 001 

5 Distillate OJ 2) Oth 

$ Subtotal /=0$$" Fuel 2'03,763 Dth 

7 Geolfle:mal Steam .~ •. 67~ Gwh 

Purchased POWer 

a IrrlgaflOO Distncts 5,432 Gwh 

9 CVP (2.466) Gwh 

10 VariaNy p~ OF Er;elg-I 12.573 Gwb 

11 Othe( OF lrdJO.ng Capacity Payments 9.01) Owh 

12 Tof.U:fF 2t.5S0 Gwh 

U tlortlw.est 2.491 !3wh , .. SoIMwesl (1nd1..J.J...,g Saies) ("2€) Gwh 
15 CtM'R o Gwh 

16 Otr'ler 4 Gwf\ 

11 Subtotal Purchased Power 26.626 Gwh 

18 Water lot Power 13.865 Gwh 

19 Oi !n"'eNOl)' Carrying Cost 

20 Gas StOfa~ Carrying Cost 

21 Variabie Wheeting 

22 losses(Gains) on Fuel ~ Salf:$ 

23 Subtol.it Energy ExpenSfi 

2.f less S% of E~~g)' ExPel'lte (AER) 

25 Sublot.1 

26 Oi3blo C81'1YOO (DC) SettlemeCll Re .. ~nue$ ~ 16,88) G'I'lil 

27 Excess Oi (nvenlOty Carrying Cost 

28 Ji~ Nuclear 0 & 0 COst 

29 Subtotal 
3<) Allocation to CPOC JurisOlCtional @ 0.99950942 

II leU: DC Basic Reven~ ReqiNemenl 

32 Subtot., 

- TOtifCOsts lI~ 

Ave~ge COll' ($O¢O) No. 

(e) (d) 

H27C1S $10th $Mo.74S 1 

$123.667 2 

2.03403 $J()(h $414.415 3 

$100\ $0 " 4:19982 $.~ S~5 5 

2.03-427 $10th $-4f4.516 $ 

0.01411 $1<wh $69.02$ 7 

O.OOt27 $.rXwh $&.878 8 

0.00807 $lKwb (S19.663) t 

$258.506 10 
$1,301.$34 11 

0.01229 $!Kwh $',566,3~ U 
O.01~1 $.'Kv.-h $3$,2M 13 
00221$ $lKwh ($9,«0) 14 

$0 15 

o.09in $A<~b $l3} '6 
0.05921 $li(wb $1,576.582 11 
O.ClOCOO $/Kwh $823 is 

$1.426 19 

SO 20 
$147 21 

$0 22 

$2,062.516 2) 

$0 24 
$2.06i,516 25 

0.09904 $!Kwh . $t.612.0-44 26 
. $3, 27 

$1~ 2$ 

$l,134.161 2~ 

$l.13i.~29 30 
$15~.227 ~1 

$3,57),702 32 
• The average Diablo Canyon tate lot variabte fuels. excJoding the basic fevenue requltement and f&U expeMt! 

and incJv<fang the Safet)' ComrniIee fee is O.OSoo( 
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lint 

No. 

PAtfftC GAS ANtI ElECTRIC c6w> ... ~ 

E~clr;c ~p'r\mtr.t 

fQ(KU1 YUt un 
ADOPTEOENERG~EXPENSE$ 

Revision O.tt: J.na.ry t. un 

f~ul Period: T_ht Months ~9WlJ~ January t. un 

ftAe RE'r'fNTJE RE(X/tREIiENT (contI 
Subfof., Ifrom pagt f) 

Es6m.ted [eM e.l.net O!\ JJnua;y 1 
DC Sift!)' eomrnitt .. fH 
ltn: o.s~n.!ed S.les R.vtnu. (net Ff&U) 

Plus: SRAC Eslimltt-d A6jVS\mtn\ 

Sublol., 

fnnthlst fees & V~o~tibft Accounts Expenst 8 00l)91M 

TOTAL ECA.C REYENVE.R~OUlREMENT 

Less: [CAe Revenut .t Present R.tes of J.nu.~ t 

CHANGE IN [CAe Rm.....ve REQUIREMENT 

AM REVfAVE REQ«RElltNT 

9% of Energy bpenst (Une U) . 

AlIoc.tion to CPLlC ~risOl(6on @ 0 m~u 

bss: ~$ig~telt Saltt Revenut: Cuc;l ff&U) 
SubrQlII 

fnn.thlst Feu & Ul'I(oUKtible ACCO\Ints El.ptMt @ (> (Io)91M 

TOTAL AER REVENUE REQU\REM£r-.T 

hss: AER Revenut .t P~str.t Rites of J,nv,ry t 
CHANGE IN AER REVENUE REQuIREMENT 

ERAW REVENUE REQ«REItIENT 

But Reven~ Am(>IJnt 

leu: U~ DeBM 

Plus: UU De8RR 

Estim.t~ ERAM 8.1'1'1(1 on Janu.ry , 

Hazardous Substance Mec~nism Tr.nsfer 

leu: CARE SI-.«tf.n 

less: o.sigllo1t~ S,tu Reveouts 

TOTAL ERAM REVENVE REQU\REMEHT 

Lus: £AAM Rtveout.'t Pnsfl'1 R.ln of J.n~.ry t 

CHANGE L~ ERAM REVtNUE REQUIREMENT· 

C.(RE RE\'E.NVE REQVlREI,IENT 

CAAES~.l1 

£stinuted CAREA Sal.nte on Jln~.1)' , 

TOTAL CAAE REVENUE REOUIREMENT 

less: tARE R,venue at Prestnl R.tel of J .. nu.ry' 

CHANGE IN CARE REYEp.,\J£ REQl.IiREMENT 

••• AER wsls a'e ~ i'I ECAe costs 

Une 

($000) 

C·} 

$).513.102 U 

tl-4UOO) n 
$$.4' ).4 

$U.4M 3S 

$S.~ )& 

$3.S1$.'59 31 

$~.n6, 31 

U.SSO.MS )9 

$.4,11).192 40 

($ 56l.4(1) 4t 

·u 
$1) 4) 

SG « 
so 45 

---'-0- '" 
SO 47 

---$~"- ~ 

$0 ., 
----

$0 SO 

51 

$3.~-6!.S12 $! 

$'~.4$4 S} 

$160.111 Sf 

($5-t.9SS) S5 

$1(12 56 

$)o.~l S1 

$IS.903 54 

'3.261.037 59 

n.413.Ml (0 

($1$USO) 51 

U 

,)0.991 U 

($700) « 
$~.~1 6S 

UU52 6$ 

(U,SSS) 61 

U 
($lta.au) 6t 
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.UtL'I)!\ • 

f.\{UJC'C '5 .\'PH [OJtICC'O\lt.""'· 
l'«tO: (Iortn.eta. 
r.rto~\'ru I"' 

JI,[\'(,'\[ ('Q\SOU 0.\1 t():"\ 
R£L\ TlH 10 Rtn .. "·E.U rR.ES(.'" runs 

lint 
No. kt- .... no.ttl 

, ECACCos!I 
S OCPP ~~ R.~: 1.~72.(\4.C_ 
4 }.dj~sU;or FERC' (UOt 

$ Mjo,Isu.>r 1 ~7 OC.aAA (\$9,127) 
• en Net t~l OCP9 (CAe EopenH; '.511.991 
1 PIut: OCW IC!P Re'ItinuH 

• leu OCP91C1P Uti 
t Nt{ tt.a.c «'Sis l>r t 1197 

11 fCAt~.-.ce on J...-...ay t. '~1 • 
" oCf'f'~~"f" 
tt lHS ReaM Sales 
I) ~: s.cta.e Es~led ~"s~ 
14 $u~ 

U f1&U£~OO~1H 
11 toCal (CAe Rn11Wt R~ t.U),1i'2 
11 

" tt AER~II-
10 \HS. RHaie Sales 
U 
U 
n 
u 
n 

ff&UE~.w 00t.:09734 
lob) "Elt RewlWt R.qlltr.m.nt 

H 1~e.seR~A.-rtt.w.Jrl. 
If . less: 1~bcsAA 
U A:"s: 1i97 OCe.R.R 
H Hazar6ou\ ~mnc.IoIe<:NrliV!l t ..... sfef 
)0 . less: CAAt ~ 
l1 leu: D'~ $ales Revet>ut. 
U fJI'wnele<t EfVJ.I SaIenc:e On JII'UIII'y t. 11197 
I)' ~i:>'''''A~t 
s.c 
U 
It 
U 
U ,. 
'0 

" 42 
4J 
« 
U 

'" 41 
U 
4S 
$0 

51 
51 
U 
$.4 

OiaNQ t.,,)'OQ $~nk Costs 
less: 1119 7 CICElR.~ 

~s.~I!jca .... ......,.,~~tl~7~ 
l~:~~$alel~ , 
leu:AI'~s~Re_R~ 
He!ms.&4-~ Aa;c...'f'l.a.mort:85on 
leu: 0cf'P (leQomr.is~S Ruling 
e ... R.ve""'t Fi'''''9 

S;..b1cUi in t'Ihe< ~. 

CAREShorf .. 
twtimalt'd CAAE kt:.O<ri Bal~ en ~ , 

55 AE.M> 
M 
57 
SC ~F~ "4>Rnt!"i~1t:I 
$I car.i'omi. Pvt~ UD;i5eS ~$$loti Fees 
ao Re __ l>rT"'s.liooCc$tP:~ , 
St loUl RNi P..WnuH 
U 0Nc6per.~ ~~. 
U 

o 

o 

o 

'U2' 

\.Sa 
tJU 

o 
1.!e9,l41 

41.311 
1.&.'I6.7!oe 

R._ R ... "", 
e"-!>t4 Re1lU1reIM .... 
($*) ($¢OCo) 

(b) - (e •• ) Ie) 

'.S11.W1 
~.4e& 

5,186$ 
~,377) 

(t.4! 1.$35) 

o 

1.47U69 
'60.111 

1.321.31\ 

(2,555) 

o 

3,513.702 

UlI.997 
601."84 
5.~ 

UE-U1S 
(49.700, 

&41 
n.~ 
5.000 

2606.7" 
25.)14 

2.&31.151 

o 
o 
o 
o 
o 

3,368,512 
lM.463 
160.711 

'02 
. ~.!i91 
15.901 

(501.966) 

1.41;.669 
150.171 

316 
231 

2,6lS 
2,000 
U16 

lM,2l1 
t.479.521 

1.51' 
un 

'»,650 

• JII!IU~J" tCAC t.tanc. ~s'not ~!ed ~ le1l~ 197).0 ......, '599--£ teI.te<! ~ lIEG rti..tl4s, 
.. The .oopted c!ecisiOn b N At» ~ it ~ 10 ~ iss"ed ~er~ .. ""' .... tCl.C, 
... AER ~sts " ~ h ECAe Costs, . 

ntJ 
AM,.,," kI .. ,,~,oo, 

.114 oo-tr ~ .. 4"~' 
.. oUHt-tt 

R.ft1I~ "', =-==R:..:: .... - ... -IIt-
ett.,. ~"h<Mnt 
($000. ($000) 

(d}-( ••• ) (.) 

3.513.102 

0 
0 
0 

3,51).101 
l4~.100, 

&4, 
U.~ 

5.000 
3.$1~.t~g 

34.~26 
(SSl.4a7) 3.S30,38S 

0 
0 
0 
0 
0 

).363,511 
lM.4f.8 
160.111 

t02 
303.991 
I$.~. 

(SoC.Wi) 
(tSl,t5JJ 3,X,-On 

(U06) (5,300) 

0 
0 

376 
211 

1,625 
2.000 
3,\16 

lti.231 
l&l.m 

2.47i 3 .• '6,36& 

3O.!i91 
(100, 

(2,555) 30.297 

21.m 

_.51& 
•. 111 

0 0 
J.(13S,~1 

41.311 
(5.S4.31(, 1.«2,«4 

"96-Q~ 
A.~ 
"9&-0U54 

"~1 
A~1 
"~1 
Otlo6-U~2a 

A~' 

A96«-OO1 
A~' 

A96-«(lO' 

,,96-04-00 , 
A~.(l()1 
,,~, 

A.~t 
A~' 
"9&-t>4-OO , 
"~1 

A~22 

,,96-03-054 
A~ 
O,~1 
O.~t 

O.~' 
O~l 

.a..t-ke t 6 t4-E 
M>ke 1612-a 

,,~, 

A96-04;OO1 

"~2 

A9&-04-001 
ot,·U'(u 

A~'.e{al, 

O,9S-U..()oSS 
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APPENDIX B 

f~'d'l 
h",-\ 

PACIFIC GAS AND ELF.CTRIC CO)IPANY 
Elcdric Department 
Fore(lsl Ytar 1~1 

REVENUE CONSOLIDATION 
RELATIVE TO 1~6 ADOPTED REVENUE REQUIREMENTS 

Une 
No, kn .. ar tk-..t 

E""'9" Cost Adjuslmt>nl ClAUS .. (ECAC) 

ECAe(;o$ls 
oCP? ~!hmenl Re~nue. 
AdiusUor FERC 
M,.,t for ,i9'i OCaRR 

U72.O« 
(120, 

(\60,111) 
leu: Ne!1 ~n OCpf' {CAe Expense. ',S10,4n 

F'kJ$: OC$>P lCtP Revenue, 
leu (lCf'P Itti' f&U 

Net ECAt CO$ls lor t~l 

ECAe Salanee 0'1 J."" ... "I , 
hu: Deferral 

OCP? Safe~ Coo-.mitIee Fee 

teu S02~~S 
Uu: Resale 5.les 

to 
t1 
U 
n 
It 
t$ 

" n 

~s: Slt-.c Es6ma!ed .J.4:s!me:ll 
Subtotal 

FF&U Eoper>$t 0000973-4 .' 
11 
U 
N 

less: FF&IJ EopeMe AssOc!aW •. ~ Oete111l 

It 
U 
U 
U 
n 
:c: 
u 
21 

Total ECAe RIlI,nut RtQutnmenl 

AnnUill En~rgy R.lt .. (AERJ 

hu: Oes;g.r.a!ed Salu Tra'lS&doont ., Resale C\JslOmers 

Subtotal 

1997 8.1s .. Energy Rpv<,nu .. RpqUlrem<>nt 

2t '995 Base Revenue J..rno<rl 
~ f'I<;$: TEfAA AmOrtizaflOl\ 

Ii less: Ge~s.en tS 0II'5e1 R~'Y 
)J Net GFlC Re..enue R~menl 
)) less. 011_ {)peral:M"lg Re...enyU 
)4 Net GRC ~ on Retal Ratu 
U 
U OiJoNQ Ca,.-oo !las;'; Revenue Reqtkemenl (OCSAA) 

)1 1i96 OCSAA 
)I Plus: ti97 OCaRR 
U leu: l~loCaRR 
40 less: OCpf' Oeromm.'u~'!l~S Ruf~ 
41 Mge1s.'U!ica A.-v..;aJ ~za!.ion (I ~1 portion) 

U Ban R,y.nut FiJ':/l9 
41 Cost 01 C.pitaJ 
« OiaNo t.nyoo Sun\ COtta 
&5 .~ Bue Revenue ~ 

,m 
A4optt04 
R.ven~ 

R.qw-nl 
(SOOO) 

(a) 

),56l,E-U 

210,m 
0 

fin 
113 

2',331 
0 ""HI. 

",lll 
0 

l,tS&,tK 

t~,3it 

2,l1t 
19-1,212 

t,Ut 

'K.'" 
l,ZCS,634 

2,5n 
1.750 

',20,421 
41.111 

).202,«4 

lSE,453 

o 

3,36&,512 

Rnetlut 
c,..~ 

{SOOOl 
-~ 

,o,on 

(320,566) 

(U) 

(113) 
(l,153) 

5,000 
(297.515) 

tU96) 

(»3.411) 

(t9U~I) 

(l.HS) 
(19U72) 

(1,891) 

(t~,15-3) 

IIU1& 
(U31) 
('.150) 

(l,2u.nl) 
(41,)11) 

(l,N2,O,C4) 

o 

(continued on the next page) 

'"1 
llus\AtiYt 
RIIVtt)U' 

R~w.mtnt 
($000) 

(e) 

),51l,Nl 

(n.700) 
0 

641 
0 

U,4M 
5,to» 

1,515.'59 

3U~ 

0 
1.5SO,3-S5 

0 
0 

----0-

0 
0 

Sou~t lot ,ttl 
AcSopt.., Rn.nul 

R.quw-nt 
(d) 

A. 9~..oo2 

A.. SS-04--00l 
A. ;5--04-002 

A..9~~1 

A.~l 
A.. S$-«..oo2 
A. S5-«~2 

A.. SS-«.(lOl 
A. Ss-<l-C-002 
A. S S-«-OO2 
A.S~2 

166.453 A. $C·u.oos 
'~.711 A. S4-11-OOS 

o 
).\t& A. SH2-OOS 

37& A. 90:·12-005 

t6-C,2lt A. S! ~HlOl 
(5,306) A. 'i>-«-OO2!,"S~16 

(> 

Unt 
Ho. 

, 
2 
l 
4 
5 , 
1 

• 
t 

'0 

" U 
U 
14 
15 ne n 
11 
It 
20 
U 
U 
n 
tc 
n 
X 
n 
U 
2t 
)0 

It 
U 
)) 

~ 

3S 
U 
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Appendix B 

PACIFIC GAS AND ELECTRIC COMPANY 

EI&ctrtc Der>artm&nt .. Forecast Year 1997 

FORECAST BY REVENUE ACCOUNT 
(THOUSANDS OF KWH) 

REvENUE ACCOUNT: 

RESIDENnAL 

UGHTANDPOWfR: 
$M4ll 
MEDIUM 

TOTAL 

lARGEUGHTANOPOwiR: 
CCSF INDUSTRIAL 
OTHER ACCOUNT 359 
TOTAL 

PUBUO AUTIiORlT'i 
RAlLWAV 
ACRiCUl TuRE 
STREET UGHTINO 

NONCPUC; 
INCREMENTA.l SALES(I) 
OTHER RESAlE(I) 

- .' 

INTERDEPARTMENTAL 

TOTAL PGlE SALES 

LUAF 
ELECTRIC DEPT USES 

TOTAL PGlE SALES AND LOADS 

LOAt> SUPPLIED BV OTtlERS: 

-SMUD 
OTHER AREA LOAD 

TOTAL AREA LOA0{2, 

SALES OUTSIDE AREA 

TOTAL PLANNING LOAO 

·PARTS MAVNOr SUM TO TOTALS DUE TO AOUNOIN3. -
(1) LINE it REFERS yeS OESIGNATEO TAANSACOONS TO RESALE 
CUSTOMERS INClUDEO IN THE CPUC JURlSOICnON FOR 
M TEMAKING PURPOSES. 

LINE' 13 REFERS TO' OTHER FER¢ JURJSOICnoNAl SALES 
fORECASTS IN REVENUE ACCOUNT 358. . . 
(2) TOTAL AREA LOAD DOES NOT INCLUDE OUT '()~-AREA PG&E SAtes. 

TOTAL 

25.4S6.S04 

7.023.61& 
20.81$.140 
21.&43,764 

1.025.111 
1&.652,~ 
11.618,056 

353.000 
300,000 

3.151.964 
442.0« 

536.600 
28$,115 

1~.610 

16,800.712 

6.856.&14 
2'9.108 

83.693.224 

8.9..'\3.600 
14.303.581 

106.935.620 

530.300 

101.465.91~ 

Source: f'G.& E Appka!iOn 96-64.00 I Forecast of EIedriC OperaOOns. page 3-8. 

UM 
No. 

, . 
2 
3 
4 
5, 
6 
1 
8 
9 
to 
It 
12 
t3 
14 
15 
16 
11 
18 
19 
20 
2' 
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APPENDIX B 

PACIFIC GAS AND ELECTRIC COMPANY 

Electric Department 

ForecastVear1997 

Northwest Economy Energy Prlces 

l\lUlSlk\Vh 

l\fonth On-Peak Otr~Peak 

Jan1l3fy 1997 . lS.S IS.5 

February 1997 IS.6 18.2 

March 1997 17.4 16.9 

April 1997 18.2 17.6 

l\1ay 1997 15.7 15.1 

June 1997 14.9 14.5 

July 1997 14.5 14.5 .. 

Aug~st 1997 17.1 16.9 

September 1997 IS.7 18.2 

October 1997 18.3 IS.0 

November 1997 18.9 IS.7 

December 1997 19.8 19.6 

Line 

No. 

1 

2 
3 
4 

5 

6 

7 

8 

9 

10 

1 1 

12 
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PACIFIC GAS AND ELECTRIC COMPANY 

Electric Department 

Forecast Year 1997 

1997 AVERAGE DISPATCH GAS COSTS 

Line Price . Line 
No. M6nth (SlDth) No. 

t January 1997 1.91 I 
2 February 1991 1.96 2 
3 March 1997 2.01 3 
4 April 1991 2.02 4 
5 May 1997 1.94 5 
6 June 1997 1.82 6 

'7 July 1997 i.14 7 
8 August 1991 1.18 8 
9 September 1997 1.82 9 
lO October 1991 1.19 10 
11 November t 991 1.94 it 
12 December 1997 2.15 12 
13 Simple Average 1.912 13 

I 

p3ge 100(12 
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PACIFIC GAS AND ELEctRIC COMPANY 

Elettrit Department 

Forecast Veal" ]997 

1997 SAN JUAN, PERl'UAN AND ALBERTA MAINLINE GAS PRICES 

line San Juan Permian Alberta . Line 
No. Month Mainline Mainline Mainline· No. 

(SIDth) (S!Dth) ($/Dth) . 

) January 1997 1.49 1.14 1.15 I 
2 February 1997 1.44 1.73 . 1.15 2 
3 Match 199J 1.39 1.78 1.23 3 
4 Apri11991 1.38 1.19 1.24 4 
5 May 1991 1.31 1.11 ).10 5 
6 June 1997 1.24- 1.60 1.02 6 ., July 1997 1.11 1.$2 0.88 'r 
8 August 1997 1.27 1.55 0.83 8 
9 September 1997 1.35 .. 51 0.87 9 
10 October )997 1.34 1.55 0.94 10 
11 November 1997 1.42 1.66 1.06 11 
12 December 1997 1.50 1.85 1.20 12 
13 Average 1.36 1.67 1.06 13 

... 
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APPENDIXB 

PACIFIC GAS AND ELECTRIC COMPANY. 

Electric Department 

Forecast Year 1997 

AVERAGE COSTS OF pQ'''ER PLANT GA~') 
(SIDTH AT THE BURNERTIP) 

Total Gas UEGGas 
Month Cost Requirement 

($000) (MDth) 

Janu3J)' 1997 38,136.83 17.187.70 
February 1997 34,366.52 16.252.50 
March 1997 26,191.70 12,015.30 
Apnl1997 34,723.95 16.$99.00 
May 1997 25,339j2 13,303.00 
JWle 1997 26,440.44 14,180.10 
July 1997 30.749.53 11,202.20 

-August 1997 49,064.51 25,500Ao 
September 1997 46.796.62 -22,832.00 
October 1997 40,984.11 20,52$.30 
November 1997- 31,178.80 14,523.30 
December 1997 30,441.33' 13,619.80 
Average 414,413.50 203,140.10 

page 12 ofl2 

Average Line 
Rate No. 

(SlOth) 

2.22 1 
2.11 2 
2.18 3 
2.09 4 
1.90 5 
1.86 6 
-1.19 7 
1.92 8 
~.05 9 
2.00 10 
2.15 11 
2.24 12 
2.034 13 

(a) The monthl)' a\'erage cost of gas is calcu1ated by dh1ding the total cost of gas b}' 
the forecasted monthly throughput. -
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APPENDIX C 

PAClFlC OAS ANI> ELECTRIC COMPANY 
1991 ECACI&995 REASONABLENESS CASE 

A. 9~o.t·OOl 
SUMMARY OF UNCO}(fESltO ISsUES 

A. UNCON"fESTED RESOURCE ASSUMPTIONS 

I. Arta load Forecast (ukudi1'lg dtlh'eriu Out of area) • Junt (ocet!Sl 
ECAe leSI )'ear Jan. 1991. Dec. 1997 106.93S.l GWh 

2.' Hydroelectric Generation· May soow SUlYe), 

a. PG&E Qwntd H)'drowfo Helms 
b. Irrigation Districts 
c. t)SBR (WAPA) H)'dr6 
d. NCPA 
t. SMuD 
f. CCSF 
g. MID/TID 

n.11) .• G\,.,b 
5.431.70\\11 
4.647.8 GWh· 

S66.0GWh 
1.694.80Wh 
t.964.8GWh 

525.00Y,Ih 

3. Helms Pumped Storage: .. 
11uee units v.ith 1 (Ombtned generating capaciry 6t 121 ~MW and pumpitl.g capacity of 966 
MV/. tnOow$ and walet maitagement ~ratioru modeled through PROMOO EXCH te~Qfds. 

4. Soothwest Finn Purchasts • 2).1 GWh 
Finn energy l,ild ~m;hm from the 24 MW Etiwanda hydro unit Purchase amount bastd on 
contracl estimate. 

5. WSPP Out-of-Area Sales • 530.3 OYlh . 
Non·firm off-peak sales based on ] 990.1995 recorded data and empto)'s the approach adopted in 
ECAe D¢dsion 9S·1~-OSI. 

6. Southwest MiseelIant<:>us purchases by POkE ·3i4.0 GWh 
Fixed oH-peak purehases based 00 historical quatllitie's_ 

7. California Powtr Pool·Puichasesl 

. ~onomlc e~rgy purchases assumed at an incremental hea.t rate of Il.OOO BtulkWh. 

8, Sierra Pacific Purch~~s .. 3.6 G\\"h 
Around the clock deliveries to sen'e PG&E customers hi the Echo Summit Nea. 

9. cePA Oeothtrmt1. 689,9 OWh 
On~ 62 MW unit l\'a.ilable based On actual Qperati6ns. Energy split 50% 10 SMUD, 40% 10 
MIDII10, and 10% to CSC based on ownership. 

10. NCPA Resources 
a. NCPA GeOthermal i 1.261.6GVr'h 

. O~it \\,I~trcling Operations" H8 MW Oll'pe~ • J 20MW oft-peak. 
b~ NCPA COO, 33.S GWb 

Fi\ed fmn\mscheduted transacrJ6n based On histOrical quantilie~, 
c. NCPAtT·7.0GYt'h _ 

Fixed non-firm peaking transaction based On historical quantities, 
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APPENDIX C 

PACIflC GAS AND ELECTRIC COMPANY 
1991 ECAClI99S REASO:-:ABLENESS CASE 

A.96-()'s·OOl 
SUMMARY OF UNCOmcSITD ISSUES 

A. UNCO~IESTEO RESOURCE ASStn.tP110!'o:S • Continued 

II. QF Generation ',I 

a. Firm uracit)' contracts modeled at their finn capacity ratings. Remaining QFs modeled .... ith 
average megawatts. 
b. Gilroy is scheduled to be curtailed in agreement with pro\isi6nS Qfthe fourth amendment of 
the totttract dated lune 6,1991. 100% ,·wable. 
c. 8AF is scheduled to be curtailed in agreement v.ith pco\isions (I( tlle second amendment to the 
controlct dated lune 6, t ~1. ~O% fi\ed and 80% \"anable. 
d. Crc-:ken cogen is dispatched pursuant to the first amendment ohM. PPA. 
t. 162 hours of Option B curtailmtnls are loreustduring 1991; consistent with ECAe Decision 
95-12-05 I. Option B QFs assumed to conti nue ddinring f'O\\tr during curtailment hours and 
recei\'e the alternate price. Non-standatd curuilmenl pro\"isions not tied to minimum load 
conditk.ns art forecast. 
f. Hydro capacit)' f<'ctor (or 1996 is adjusted to reneet May hydro conditions. 

12. S~IUD ReSOurces 
•. SMUD GeothermaJ • 551.2 GWh 

Unit nail abili ty bMed on two )·e.u aVerolge histoocaJ outage statistics. 
b. SMUD PV. SMUD CT .1.S GWh -

Fixed ~aking transaction based on historicaJ quantities. 
c. SCE ules to SMUD • 188.0 GWh 

SMUD elected 300 MW contract capacity. Amount of energy purchased based on SMUO's 
own forecast of upeCted purd'lasts. 

d. SMUD COGEa'l • 964.7 G\\11 
Tah~ based on SMOOts own forecast of e~~cted genetauon. 

e. SMUO imports. 3,099.9 G\\'h 
Imf''XU from botb the Northwest and Southwest in amounts needed to balance their loads and 
naibbte resources (both owned and operated by them Of purchased by th~m). Firm imports 
renect existing contractual agreements and additional amounts to mett spinning requirements. 
Economy energy imports scheduled around 1M clock .... ith more energy taken during the peak 
hours. 

13. MIDIIlD in area res6urcts. 
a. MlDmD cr· 7.0 G\\'h 
Fixed peaking tranuction ba!td on historical quantities. 
b. MIOfnO Combined cyde· 684.7 G .... b 
Takes based on the MUNl's expected Optration or the units 

1..$. MlR\llmports. 1.657.4 GWh 
a. 100 MW firm peaking cOfltracl, increasing to ISO MW betwetn BPA and MSR v .. jlh s9i GWh 
of energy U}.;es during tht forecaSt ptriod. . . 
b. 50 MW firm contract between NCPA and v.'WP, 100 l'tfW firm contract between MSR and SaJ\ 
Juan reflected. Takes based on contractual agreement and needs. 

, PG&E forecasts 21.615.3 G .... h of QF generatiOl'l (includi~g hydro QFs). ORA fortcasts 21.8SH) Gwh of 
QF Eenera!iC'tl (including hydro QFs). Dif(erences are due to tht disp.uchable Crockett cogen project. 

2 



A. 9'6-04 -001 AW/AVG/...-mn 

. 

APPENDIX C 

PACIflC GAS AND ELECTRIC COM PAN" 
1997 ECACJI99S REASONABLENESS CASE 

A.96-t)t-OOI 
SUMMARY OF UNCONTESTED ISSllES 

A. UNCONTESTED RESOURCE ASSUMPTIONS - Continued 

14. Mm-1ImpOrts· continued _ . 
c. Additional non-firm purcha.sts in amountS netded to balance their 16ads l-~ .\...-ailab2e 
resourcu (both owntd and Operated by them Of purchased in tht arta). One-half of the purchases 
scheduled around the clock, with the remaining scheduled duringlhe da)time. 

IS. Northwest (ot WAPA • ),S17.60\\11 
For«ast based on WAPA's estimate of fllltl purchses uDder their histinglong-term contI-acts. 
WAPA's remaining intertie allOcation is assumed filled tip 'o\iOt Mn·firm purchases during 6n. 
reakhoun. 

16. Northwest for PO&E- . ' . . '. 
a. Energy availability up to the line entitlement on the AC line and th~ DC titles, 6.6t.t. (orced 
outage rale On the OC lin~ to accounl for fotced Outages, and At loOp flow causing 10% line 
limhatibns from April thrOugh June. 
b. layoffs and ACiOC line capacily swaps between particIpants in the cot project and Pd&B 
rentcted. , 
c. Transmission tosses are 6% on the AC line and 70S % on the OC line. 
d. Existing firm uchange cOOtract .... ith Pugtt Sound fewer and liEhl reflected. 
e. Initial setd tur~ (or determining economy energy prices based on methodology adopted in D. 
88-11-0S2. 

t7. Diablo Canyon • 16.883.S GWh , 
9S% operating capacily (actor baSed on $um-of-the.),tars digits for the lasl four Nmpteted c}'ctd. 
One 4S day re(ueting OUtage starting in April 1997 is teO~ted. One wed: ramp-up is assumed 
following the refueling outage. 

18. Geystrs Units· 
Unit avaHabiJily baSt<! on avetage hist6ricaJ (orced Outage statistics. Steam supply limitations 
modeled as capadty deratloils. Foreust reflects the Steam Sales Agreement with UNOCAL 
which supplies steam to 12 of the )4 units. 

19. Connntional Thermal Plants' 
Unit nailabilit)' based on fhe )'ean' a'o'erage historical (oteed outage stathtics. Heal rate data 
b~ on latest lHR curves. Heal rale performaoce factor as (oHows: 

Fossil Units 
Pittsburg 1 . 
Moss Landing 6,1 
Cotltra Costa 6,1 
MorrbBa), ),4 
Pittsburg S.6 
Potrtro 3 

20_ ComboustiOn Turbine Units" 

Puetnl 
1.15 
).65 
I.SO 
1.88 ' 
3.3) 
1.73 

Fossil Unjl$ 
Morro Bay 1.2 
Pittsburg J .2,3,4 
Hunlers Poinl4 
Hunttrs Point 2.3 
Humboldt Bay 

PelteDt 
t.21 
3.46 
2,24 
1.74 
1.72 

Unit a\'ailability based on fi'o'e ytar l'o'trage histo.rica} force..) OUlag~ statistiu. 

.. Gentration forecasts dif(e'fSbetwten ro&E and ORA's prOduction simulatibn runs dut to Ole di(ftttnt 
assumptions in the di$rltch peke of gas. 

3 
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APPENDIX C 

PAClf1C GAS ANI> ELECTRIC COMPANY 
1991 ECAC I199S REASONABlE:--'ESS CASE 

A.96-(»·001 
SUMMARY OF UNCONTESTED ISSUES 

B. UN<;O~'ltSTED MODELING CO~'\,ENTlOXS 

I. Dhpatch(rs Risk A\'ersion Feature 
100% of .... eeh nds, lero wet\:,nights and weekdays. 

2. Minimum ThtrmaJ Generation 
Use in PROMOD tht minimum (uel burn featUre (e) assurt at least 319 GWh' month generation 
from the cOt1nntional therma) 8entnting plants. 

3. Must Run Units 
Combination ot dtsignating utliu a.S must tun ()i use of PROMOD's area prOtection feature. At 
least seven units ate maintained on line ..... ith additional units during the summer peak ptriod as 
described in Appendi\ F of PG&E's Fort¢ast of Ete~tric Operations Rtpon filed in ApplicatiOh 
95·04·oo}. 

4. Minimum Load COnditions 
B~kdown otder according to economic and conlractulJ rults al shown Ot\ pages 4·U and 4·24 
of PG&E's Forecast Report. In PROMOn, FRPL ruocds are ustd t6 mimic the backdown order. 

S. Minimum Downtime 
12 hoors for "50 MW. 48 hours for l~ «her classes of units. 

6. Spinning Restf\'t Rtquirtment 
1% weekdays, v.ilh 404 MW adjustment (or Helms. 1% ",eeknigha, 7% weekends. 
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APPENDIX C 

PAC£FlC GAS AND ElEC11UC COMPANY 
1991 ECACJ 1995 REASONABlEh'ESS CASE 

A.96-().1-00l 
SUMMARY OF UNCONTESnO ISSUES 

C. OTHER tn\eONTESffO ISSUES 

t. In-tremenu\ Energy Rate (QFIER) 
9.603 Btu!kWh. pursuant to Oe~hion 95~' 2·0$ 1 whkh adopted a 2-)ur QF Seulemenl 
Agreement. 

2. QFO&MAddd" 
1.2 millslkWh. pursuanllo Decision 95-12-05 I \\ bitt. adopted a 2-)·tar QF Settlement 
Agreement. 

l. Energy Reliability Index (ERl) 
The ERI equats 1.0, 1M ERl is used to cal\:utate the capaet!), pa)'men~ to QFs under U·ivai'abie 
offers and is subje~l to change. once the final dedsion is issutd in Phase l of PG&E's 1996 GRC 
Applic'ation 94· I 2...()()5. 

4. Distillate Fuel OillnHntory 
Annual average in' .. entOf)' le\'eI of 92.000 barrels. 

S. Variable Wheeling E:..pense 
The S141,@ estimate ohariable whteting expense is baSed 00 1995 r~orded ",·heeling txpen~. 
Variable wheeling expenses do not indude transmissiOn capac it)' (0{ Southern SaIl Joaquin Power 

Authority. 

6. Disp.1!ch Cost MOas 
a. The Permian basin or the San Juan basin is the in(cemenW source (or UEG luel supplies, 

depending on the fot~ast Of UEG demand. 
b. The components of the dispatch cost of gas are the tommodit), cost of gas. 

brohredldiscounted interstate demand cbarges, interstate volumetric charges. interstate 
shrinkage charges. intrasute shrinkage cbarges. and a crtdit (or reducing· future rres charge. 

1. Compliance Reports 
• Franchist Fees and Un(olleclibJe (FF&U) Factor study·· Pursuant to Decision 9S·12-0SI. 

PG&E ~rformed a study of the FF&U hetot as a function of FF&U rates rather than donor 
amounts adopted in GRe. PO&E recommends that iu current methbd010gy be retained for 
cakutating lhe Ff&U factor. 

• Noohwest Economy Energy Prict Stud)'· .. Pursuant to Dtcision 9S·ll-0S I, PG&E 
performed a study of the unables that influence Northwest tconom), energy prices. PG&E 
recommends using its current methodology in which tht price of econOmy energy purchases 
from the North ..... est are based on a perctnt 6f the thermal incremental costs. DRA 
recomrnends using one of the regression formulas from the North ..... est economy energy price 
study to develop tlIe price of econom)' energy purchases (rom the Northwest, 

.. As stated in tilt second PHC, daled June I~. 1996. the Stcond ph!Se of l1lis pt6ceediilg will address O&M 
double reCO\'ery, if necessary. (Pursuant to ()(cision 95· t2·()S I. PG&E perfonntd 1 sludy 6r'Ilhe double 
r(COHI)' of fixtd ()~~M costs thrOUgh capacity payments ahd standby and tetirtd plant compontnu of the 
O&M adder). Hearings in \he !.tCOOO ph~e will be held in tht spring of \991. 

s 
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APPENDIX C 

PAcmCOAS AND EUCTRrCCQMPANY 
1991 ECACI 199$ REASONABLENESS CASE 

A. 96-04·00. 
SUMMARY OF UNCONTESTED ISSUES 

C. OllIER UNCO~rrES1CO ISSUES· Continued 

7. Compli3~e ReportS. continued 

• T)'pitaJ Wtd: and WeeUy Disp3!ch Option in PROMOD·. Pursuant to ~isi6n 95·1 i-OS I, 
PQ&:E perfonntd a stud)' whkh compared PROMOD typical wetk Uld weekly dispatch 
options. PG&E retommends using the current typical week Option. DRA also used dle 
lypka1 week option. 

6 
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The 1997 ECAC decision incorporates an estimated adjustment of. $5 
million to accomodate the formula changes adopted for PO&E in the 
Short Run Avoided Cost (SRAC) decision issued 12/9/96, 0.96-12-
026 for 1997 only, due to the significant cost estimate provided 
by PG&E and also due to the last minute calculations requested. 
The text below provides the data request response to the Energy 
Division of the CPUC. 

"Including the revised SRAC pricing methodology contained in 
(D. 96-12-028) .•.. results in a net incre"ase in the 1997 
ECAC/AER/ERAM/CARE Revenue Requirement of $35.4 million ($35.1 
million without F&U). Approximately $30 million of the net 
revenue requirement change is due to the increase in QF SRAC 
expenses that reflect highe~ gas prices experienced in . 
October/November/December 1996. The remainder is due to the 
impact of the new SRAe pricing formula on 1997 forecast expenses. 
Neither forecast gas quantities nor QF generation were changed 
for either 1996 or 1997 from those oontained in PG&E's October 
Update. 

As noted above, PG&E's estimated actual gas prices for 4t 
October/November/December were used to determine the revised QF 
expenses for 1996. These are shown on Attachment 1. 

For 1997, monthly gas prices were developed based on the 
ALJ1s September 23, 1996 resource mix ruling which directed that 
an average of ORA and DRI forecasts Qe used. Attachment No. 1 
shows the prices forecast at Topock and at Malin for' 1997. The. 
Topock border price consists of the forecast basin prices for the 
San Juan and Permian basins, weighted by the forecast UEG gas 
volumes for each basin respectively, and includes the 1997 ECAC 
forecast Transportation cost to Topock on bOth the 81 Paso and 
Transwestern pipelines. The Malin border price consists of the 
forecast b~sin price for the Alberta basin plus the forecast 
transportali<:m cost to Malin on ANG and PGT. These prices al.-e 
based on border volumes, which are inclusive of the 1.75\ needed 
for intrastateshririkage and do not include intrastate 
transportation costs. 

For both 1996 and 1997, the change in QF costs also has a 
small effect on Balancing Account interest and Irrigation 
District expenses. These have been included in the dollars 
above. Attachment 1 shows the gas prices used for 
October/November/December 1996 and for 1997. It also shows the 
application 6f the new SRAC pricing formula. Attachments 2 and 3 
show the increase in Variable Priced QF energy expenses for 1996 
and 1997 ••.•..••..•• II 

The SRAC pricing methodology adopted 12/9/96 in 0.96-12-028 for 
PG&E is also attached. 
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APPENDIX C 
(CONTINUEO) 

CALCULATIONS FOR SRAC FA YMENTS 

BASED ON D.96-12-028 



e ~oA.s 

SRAC P:&yment ~1C'UlatJon BaSoOd on SRAC Transition Formul. ApPfOve<f by CPUC: on 12J911 tH 

Pn .. (~Po-W.P~)lCPo ~ .... _ ...... _ I 

Po GPo Factor 
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--'- ;;; . - .. ~ .. 
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I Sl/W , 0.946 Sur>e,_OtfoPf!.k o.~o 

£allfunla ~fGas Prtoea: 
(.Sn4MSNt 0cM6 NcNo96 Qeoo.9& Jan.Q7 _~7 "-"97 ~J Ma~7 .Nft.I¥1 .Ai .... 7 .!!9.1:..~ SeP.~l Ocf.m 
T'~~ 1.7l 2.61 3.69 1.79 1·t2 1.59 1.0:1 1.!iO ,1.42 1"'0 1.(112 1.70 f.1S7 
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TotIl 7 .. 5 720 744 7 .... 6'72 70404 71i 7 .... no 7 .... 1 .... T.!O 7045 

OI'M'~k 0.9112 0.995 0.900 O.!l5l1 o.~:J 0.9V3 
r:o.UFacIoor' 
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WIVN 121171961 I I I I I I I I , 

PlQOf 

• 

. . 

Hovo97 0ee-97 
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PG&.E 
1997 ECACI't995 REASONABI..E.NESSCASE 

OF REVENUE REQUIREMENT 
(DOUAAS) . 

Based an,June Updab!611/1996, 
SRAC Energy Paymcrrt,,; Reviled ·12/1 G/19ge 

OCTOEC96.x1..S 

Run; 12116196-

> 
...:> 
0' 
I 
o 
,:... 
I 
o 
o -
> 
.t"" 
C. ...... 
> .-.......-, ... _H_ '._Ie __ 

OCTOBER NOvEMa~ DECEMBER Total 1996-
--------.. -.-. ... ---~-' < 

1996- 1996 1996-

MoDel Capacity .6.892.160 $7S.184 551.312 . ffT .990.852 

FirmCapaaty 8oU48.909' " 1 .... 442.514 14,+42.514 462'.3S2.97e 

Fbced·CnefVY (Before C 6t.290 ,498- 57.400."38c 58.aOS.07&. 785.1&0.154 
Curt Benefltofbced Ener 0 0 0 -6.795.020' 
NetF'IXedEnergy 61.290.498 57.400,~S. 58.805.07a n8.385.134', 

V..,iable Enagy(Before 19.333,15S. 31,659,289 -45,073,41" 257.705.179 
Curt genern.sRAc.ene 0 0 0 -7.099 
NetVaJia.b1ft Energy 19,333.1·55- 31,6S9,289 045,073."'1" ~7.698.080, 

ConlIXt M'lenct'nent 855.729 1.113.022 8.415.729 121:049."'28 
& P:ay-foroCunallm.ent. 

Nobt:. 
1. No changes In ~padtyexpenses, tixeden«gy e-xpen.ses. and contract.amendment & Pay-tor..curtalmant expe' 
2. The v:arlable f!:I'W!If'gf payments for Odl:lber. Novombet". and Oecembetof 1996 have been Iftf.ecffrom. U)e June 

TM SRAC pdces tot thae 3 months.~ updalecHo.rellect our Q.l'n!nt.esttmatlt orthovarlab •• nergy pric:u 
, CommSsicn.'S:December9 0ec:i:3icn onSRAC TransiUon,FonmAa~ . Howtrvet'.lhe ac;tu:aIQF energy pricepostin 
based onthifSRACnnsitSon formula·are nCllydavaiab(e. 

WJVN.12111J96. 
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e Attachment 2' 

SRAC Transition Formula and Coeffidents for PG&E 

PG&E·s SRAC Formula uses two seta ofcoeffiticnls: one set for 'n;nler months (November 
through April) and one set (or summer months (1\fay through October). The fonnuJa and 
seasonal coefficients are as follows: 

where: 

P. = 

Po = 

GP. = 

GPo = 

Factor = 
TOU = 

p. = (Po + Po I (GP •• GPo)/GPo) II Factor} II TOU 

SRAC price for pOsting period 1\-
Starting energy price, based on Ii-month a\'~rages of recent. pre~ 
'anuaJ)' I. 1996 SRAC energy prices paid by each public utility 
electrical corporation to non·utility power generators, 
Gas price (or period. at the California border, 
Starting gas index price based on an average of California bOrder 
index gas prites for the same annual periods as the starting 
energy price; 
Gas factor, and 
Time-of·Use factor, calculated as (ollows: 

Summer 
Peak 
Partial·Peak 
Off·Peak 

1.065 • _ 
1.022 
[No: of hours in MO'nth 0 4 (11065 • Nc>. of . 
Summer Peak hours in Month n)- (1.022 • No. 
of Summer partial-Peak hours in Month n) • 
(.0946· No. of Summer Super Oft· Peak hours 
in ~{onth n)}/No. of Summer Off·Peak hours in 
~foilth n 

Super Off·Peak 0.946 . 

\Vinter 
Partial-Peak 
Off-Peak 

1.0)2 
{No. of hours in Month n .. (1.032 • No. of\\'inter Partial
Peak hO'urs in Month n)· (0.950 • NO'. of\Vinter Super 
Off·Peak hours in Month n)V No. of Winter Off-Peak 
hours in Month n 

Super Off·Peak O.9S() 
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Atlachment 2 (cont'd.) 

PG&ESRAC 
Formula Seasonal 
Codncients 

Season Po GPo Factor . 
(c..n.\) (S~~ril~) 

Winter 2.3973 1.6394 0.787$ 

Surniner 1.8748 1.4457 0.6270 

(ENh·OF ATTACHMENT 2) 
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APPENDIX 0 

PACIFIC GAS AN)) ELECTRIC COl\lPMty 

August 29. 1996 

COi\1P ARISON OF 

CONTESTED ISSuEs 
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APPENDIX D 
PACIFIC GAS AND ELECTRIC COMPANY 

1997 ECAC 11995 REASONABLENESS CASE 
A. 96 .. 04·001 

COMPARISON OF CONrESTED ISSUES 

ISSUES 

A.RESOURCEASSUMPTIONS 

Northwest Energy 
Pricing 

B. COST OF GAS 

Total Cost of Gas 

Avenge Rate 

M.alnline Average Gas 
Price forecast 
Methodology 

Mainline Average Gas 
Priee forecast· 
PermIan Basin 

Mainline Average Gas 
Price forecast· San 
Juan BasIn 

Mainline Average Gas 
Price foteca~t • Alberta 
Basin 

PG&E ~0p6$e$ that" 
N~este~y 
energy poc.e$ ate ba$~d 
On a percenlOf the 
theitTla! incremental (;Cst 

PG&E 100etasts a tOtal 
cost of gu foe UEG of 
$41 ~ mir!i6n. 

S2.19lt}th 
.' 

PG&E uses the basi/l 
gu priCe loteeaSlfr«n 
ORlIMcGraw·Hi:f'$ M·~y 
1~issue of MontNy 
Hat1lra1 Gas: p~ 
Out!06~ 

$1.&vDth 

$1.4SlDth 

$1.1 s.-'Dth 

oM US~$ one of ~ 
teQressi6l\ Iotniuras from 
the Northwtst EtQnOml 
Energy PriCe Study to 
develOp ehe price of 
eo.)06my enetgy 
purchases from the 
N6I1hwest 

oAA forecasts a total 
eoslOf gas .fot UeG of 
$427 tnil()OO. 

$1.9CwO-.h 

OM devel6ped its Own 
model uSing a time 
serie~ methOd II) focecast 
basin gas prices. 

$t$4!Dth 

$t231Dth 

SO.9Sl0th 

No p6~itiOI'I ~~ated. 

No pOsition $tated. 

No position stated. 

No POSition stated. 

No position sta!ed. 

No positiorl staled. 

N~ posi4.ion s!a!ed. 
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APPENDIX D . 
PACIFIC GAS AND ELECTRIC COMPANY 

1997 ECAC' 1995 REASONABLENESS CASE 
A. 96·04·001 

COMPARISON OF CONTESTED ISSUES 

ISSUES 

B. COST OF GAS 

Annual Average Gas 
Dispatch Price(-) 

TranS'Nestem ~malid 
Charges 

UEG Gas Supply 

PG&E 

S1.WOth 

PG&E il'lCJude~ . 
Transw(!stem demand 
chatges. UEG hOlds 
56.006 OW4ay Of firm 
transpOrt capa&1)' on 
Transwestetn's San 
Juan lateral and malnr~ 
piperine .. 

Total thrOUghpUt is 
191,131 MOth. 
tomposedol 
approximale?), 40.060 
MOth of C~nadian 
Supplies, 13.000MDthOf 
U.S.~sts~ppfies 
Via Transwestem and, 
U3.006 MOth Southwest 
via EPNG. 

c. FUEL OIL INVENTORY 

Fuel Oil Inventory 
level 

Fuel Oil Carrying Costs 

Hea..,. OillnventOty = 
1.7 milflOn barrels 'Mlk:h 
a~ Jot apProximately 
3 w~ks of Operation at 
PG&E"s oiJ-capable 
plan!s. 

SI,3$9.ooo 

$1.7o.t>th 

No pOsitiOn stated. 
(ORA apPears to us~ the 
me1h6doJ6g)' ad6pted in 
Decis~ 9S-12-05t 
which uses tM EI Paso 
lransporta~ rates as a 
proxy foe Tran$westem 
demand charges). 

Total thrOughput is 
~25,511 MOth. . 

Hea-wy ~ Inventory = 
1.~ milflOh barrels whkh 

. ~1Iow$ foe 2 weeks of 
operatiOO at PG&E's oa· 
capable pfants. 

$1.008.000 

No position sta!ed. 

NO posroon staled. 

No position sta!ed. 

No position s!ated. 

No position slated. 

(OJ Tht diH,,.nu i" P~&E" tncl ORA', gat dispatch priCt a,. sol,'1 uuud by tht basin gat pritt 
aSSumptioh,. TM diff,renets in the dispatch PriCts ancs Northwetlprle" Itt "t'\tct.d In POlE" Ind ORA', 
PRO MOO runs, which thin prbduetSdifflr,nl gtn.ratiO'; mouret mix r.surts (it., tOI'IVlnti()(ll' thtrma1. 
g.othtnna1. CrOthtt t~.n.ration. and .tonomy tnergy putehuu). AttiChin'j1ll tOmpam tM different 
"souret mil: "suits. ~nd the Impaet ~ tM production lI.~ns ... 
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APPENDIX 0 
PACIFIO GAS AND ELECTRIC COMPANY 

1997 ECAC 11995 REASONABLENESS CASE 
A. 96..()4-001 

COMPARISON OF CONTESTED ISSUES 

ISSUES PG&E 

D. REVENUE REQUIREMENT & RESULTS OF OPERATIONS 

ECA.CfAERJERAMJ 
CARE Rtvenue 
Requirement Change 

Consolidation of 
Pcoeeeding$ • 

Double Counting of the 
End-of·Yur 19S& 
ECAC OYereolleetion 

PG&E propO$e$ an 
ECAC/AERlERMV 
CARE tevettue
tequiremefll decrease of 
S572 miniOn. 

P(;&E pt6poses to 
«.n$t>!id~te its
ECACIAERlERMV 
CAAErevefllJl!J . 
tequitem~nt decrease" . 
with the electrie tevenue 
reqwemeilt Mtomes 
from the' fQI!oWiIg . 
ptc.ceecfIhgS: Oia"bl<) 
CanyOn. 1997 Sase 
Revenue, 1996 MAP. 
and 1997 COCo 

PG&E maintains that 
ORA elTS it! its . 
talCuta tioO 6f the 
adO~lnteteduction 
of $6S4 milfl6n be~use 
tNt numbet includes the 
~time tefufld6"$M 
mil1iOh. COI'lsequenUy. 
oRA's reOOlilmendatiotls 
result h dOubTe t6unting 
the sea milll60 '996 
. ECAe end-oP~)'eat 
bala~. Removal of the 
$&8 milrlOl'l (eSults in a 
coo'eeted numbet of 
SS96 milliOt\. 

ORApr6p6ses ~rt 
ECACIAERJEAA).,V 
CARE re1'enue 
t$itemehl decrease d 
$$Mmi1!iOIl. 

ORA believes PG&Fs 
teQlJ~s\ to implement 
the Oiib16. Ba$e . 
RevenUe. AEAP. and 
coe appfieatlon~ is 
pi"emaMe, ~$i$lent. 
and inapt>topriate ~th 
positi6i'ls PG&E has . 
~kenil'lthis 
p.'oceedi~ " 

ORAreeommMds: (1) a 
one-time tefund to 
ratepayers of tMir 
prOj~cted tea miniOn 
end-6f-year 1S9$ £CAC 
overC6llectiOn and, (2) 
an additiOOal rate 
reduction of $6$4 miUioO 
in 1991 (")" 

No pOsitiOn slated. 

No positiOn stated_ 

N~. . 
(~, Outing POlE's ttbSl of DM', witne~s CharYtz. ChatvtZ stated thatthete)lilt doubt. tountil'lg in the $$~ 
mimoj\ teducU6h. The $$M milliOfI shoutd ~ ttdut,d by $U milliOn ,.sulting In an additional rat, ttdvcti(1n of 

$$9& million. 
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APPENDIX D . 
PACIFIC GAS AND ELECTRIC COMPANY 

1997 ECAC 11995 REASONABLENESS CASE 
A. 96·04..()01 

COMPARISON OF CONTESTED ISSUES 

ISSUES 

E. RATE FREEZE PROPOSAL AND RAlE REFUNDS 

Rate FI'Hzt Pro pout 
and Rate Refunds 

Note: 

In PG&E's Mo6OI\ fi-t!d 
Au9vSl~.199s; PG&E 
proposes that the CPUC 
adopt a r\ interim e Ttctri¢ 
rate freeze ~giMil'l9 
1/1191 af'ld ta$~ uiltj 
the CPUC issues a 
decisiOn On t.'le OiabK> 
CanyOl\lRate Freeie 
Pc0p6sal PG&e 
proposeS. 10 refund With 
.ntetest the dlfferente 
belWeel'\ lI'Ie iritelitn rate 
freeze af'ld the fates that 
'NOuld have.beer\ in· 
e'ect begitlning on 
111197. in the evenUhat 
the OiabloCanyowRale 
fteete Prt¢$at is tl61 . 
ado?t~ .. If the 
COrr'lmlssioO adopts 
PG&E'sOOblo 
Cariy6t\lRate Freeze 
Protx>saJ. al ba1ailcing 
acoountov~nOOWettioO$ 

wOUld be used to 
acceletate teC6very Of 
Diablo Canyon hnsitiOO 
ros!s WOug.~ 2«>1, as 
we'5 as, aeteletate 
reCIJvety Of its ¢ther 
utilitY generatiOn 
transition ~st$. 
hduOlI'l9 a sSOdated 
le,9l.iaI04'yassets. 

. ORA's tespOOse to 
PG~E's Augos~ 9 
MotiOn is due 
September &. 1996. 
HOWever, it! ORA's 
dioecl fuui9, bAA 
~oposes that (1) the 
ECAt b~lar.ci09 
aceount OvetoonectOO 
as Of 1213119S, which 
ORA Htimates at $$a 
miTliOii ( .... ). be retUrned 
to ral~payets thr6u9h a 
otle-tilrie teW; (2) tM 
CPUC suspe.fld 
implementatiOn Of 
furthet EeAC rate 
ceducOOt\s teTated 10 
1991 6PetitionS un~ 
3131191. on the 
aSsl.Jl'ilp6on thai this WlI· 
aTlow tM CPUC 10 ' 
«Implete it$ Analysi$ of 
PG&E's OiablO 
CahyONRaie freete 
Pl~$at and (3) al 
eCAC te'(tttoes 
actiued (rom 111197. 
onti the CPUC issues a 
deCisiOn irl-the Oiabfo 
CanyONRate Feeete 
AtoPrcitiCO. be re~nded 
to ratepayers. 

TURN a~$·wTfh 
ORA's pOsitiOn 6ti tM 
treatment of the E¢AC 
baTaneing a¢(:Qun.t 
overWlecti6n as of 
12131~ aM is $i1~nt or. 
th6 mpletnentatlOn of 
fuMe! EeAt rate 
tedtJctio(ls related to 
1~1 Operations. 

r-) PG&E's 'oreeasl ~U, tfld.of-y'.' ECAe tI~c;ut.tiOl'Ils $M miili6n. Tta diff .... ne. In PGlE', and ORA's 
'or.eultrld..of-y.at bataflee is dut to difflrtt'lt gas atld produttion tx.,.nns fo ... eutS fot ""Y thrOugh o.e.m~t 
of t11. 199$ Iud yUr, ·. 
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PACIFIC GAS AND ELEQTRIC COMPANY 
1997 ECAC 11995 REASONABLENESS CASE 

A.96·04-001 

COMPARISON OF CONtESTED ISSUES 

ISSUES . PG&E 

E. HAlE FREEZE PROPOSAL AND RATE REFUNDS 

AER MtChanism PG&E s~s ORA's 
tecomtlieMatiOn to 
lempOra~ suS~hd tl'le 
AER durir'Ig the illlen.-n 
fate tr~-1e Pe~ -
pet'ld"lI'lg ill decision in 
the Diablo Canyon 
ApprlCG 00n. 

ORA re~ends either 
- (1) IttilP6ta~ . 
$U$~M~ the AER Of 

. (~) tre6itiflg tJ'le ECAC 
ba1afl6ng ~etounl with 
tM p6rtiOO6fthe AER 
wNch"WO\M be 
ooneet~lev~uts 
-abO,!! the .ECAC 
fo;~ta$t el(peMu 
duri.'~ 1991 peocfll'lg a 
decision ill the ()ia~o 
Can)'oo Appficati6n. 

TURN ptOposes 
reducihg the -AER tale to 
te!lect U'le 'Ower forecast 
of PG&E's rue: and 
&XKcha$~d ~t eos!s 
for 1S91 and inCteasiOg 
the ECA¢ rale b)' an 
equ aT and t>ffsetti."19 
amount 
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Appendix E 

LIST OF ACRONYMS AND ABBRE"fA TlONS 

AC 
BM 
BPA 
Btu 
CCPA 
ceSF 
coo 
COOEN 
COT 
esc 
CT 
DC 
DRA 
ECAC· 
ERI 
EXCH 
flU>L 
ORe 
G\I,'h 
lHR 
rres 
MID 
MSR 
MUN1 
MW 
NCPA 
o&:M 
PO&:E 
PPA 
PROMOD 
PV 
QFIER 
QFs 
SCE 
SMUD 
TID 
UEO 
UNOCAL 
USSR 
v.,'APA . 
wspp 
WWP 

ahtmatin$ wrrtn_l 
Basic Amtriun Food.$ 
Bonne"Uc Power AdmWstatiOn 
British lhdmat unit 
Central califOrnia Power Agenc)' -
c,t)' aoo COUnty elSan fra~i$OO 
CogeneratiOn 
C>OgtneratiOO 
CalifMlia~on Transmission Project 
City Of ,SantA CIa-ra 
«>mbUstioo tumnt 
direct curren, 
DivisionOt R&tepa}'er Advocates 
Enet-gy ~t AdjUstment Clause 
Energy RdilbeJity lndex: 
Exchange. Aeroo)m used in PROMOD. 
Fuel Repll~ ACfoo)in uscJ in PROMOD. 
General Rete Case 
gigawatl-OOut 
Increrntri~ Uk:. tRa tt 
L,terstatt TnnsistioO Cost Surcharge 
Modeslolnlgatioo DislIict 
Modesto, Santa Clara, Redding 
mwmipal utilities 

rneg."".tt 
Noc1hem California PowerAgeocy 
oPcr'ation and maintenanee 
Pacit'i¢ Gas and Elcctrie Company 
Putcha$ed Po\\>'tt Agrocment 
PrOduction (Of«asting modelowrlCd by Energy Management Associates (EMA). 

Photo\''Ol laic 
Quallt)mg Faei1iti~ Incmnena) Energy Rate 
qualifym8 (acilitks 
Southern California Edi~ Company 
Saeamenlo MUnidpal Utility District 
TUrlock Imsatiro District 
Ulil~ty Ele¢tri¢O~tioo '.' 
Union oa -Company o(Cal,(oinili 
Unittd Sutes BUrtau ofReeiaimatioo 
Western Area Powa' Administration 
Western Systems Power Pool 
Washington Water &. rowct 

(END OF APPENDIX E) 
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Decision 96-12-080 December 20, 1996 

Moned 

DEC 26 1996 

BEFORE THE PUBLIC UTILITIES CO~~ISSION OF THE STATE OF CALIFORNIA 

Application of Pacific Gas and ) 
Electric company for Authority to ) 
Adjust Its Electric Rates Effective ) 
January 1, 1997, and for Commission ) 
Order Finding That Electric and Gas ) 
Operations During the Reasonableness ) 
Review Period from January 1, 1995 ) 
to December 31, 1995 \'lel.·e Prudent. ) . 
------------------------------------) 

Application 96-04-001 
(Filed April 1, 1996) 

(See Appendix A for Appearances.) 

MODIFIED INTERIM OPINION 

SUmmary 

The Commission concludes that Pacific Gas and Electric 

Company's (PG&E) authorized fuel-related revenue requirement should 
be reduced by $718.8 miilion in this proceeding, effective 

January 1, 1997. The reduction in PG&E's fuel-related revenue 

requirement will be offse~ by an increase of $164.5 million in 
other proceedings. The four elements of decrease iil this 

proceeding are: (1) a reduction in Energy Cost AdjUstment Clause 

(ECAC) revenues, which cover 91% of PG&E's energy expenses and 

amortization of a forecasted overcollection in the ECAC balancing 

account; (2) a reduction in Annual Energy Rate (ARR) revenues, 

which cover the remaining 9% of PG&E's energy expenses; (3) an 

increase in base rate revenUes, to amortize a forecasted 

undercollection in PG&E's Electric Revenue AdjUstment Mechanism 

(ERAM) balancing account; and (4) an increase in reVenues for the 
California Alternate Rates for Energy (CARE) program, which 

supports energy rate discounts for low-income customers. 

- 1 -
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Table 1 below shows the authorized decrease,1 relative 
to revenues at present rates 1 

TABLE 1 

Summary of Revenue Requirement Decrease 
Revenue Change 

Rate Element ($ millions) 

ECAC " 
AER (inclu-ded with' ECAC) 
ERAN revenue requirement 
CARB 

Total in this proceeding 

Other Proceedings 

ERAM in Other proceedings 
Cost of capital Proceeding 
Annual Energy Assessment -

proceeding ',; 

Subtotal other Proceedings 
- , 

" ' 

Total Change in consolidated 
Revenue Requirement 

$ (563. 40i) 
(0.0) 

(152.850) 
2.555) 

$ ('118.81.2) 

$160.635 
(5.306) 

9.169 

$164.498 

$(554.314) 
, -

In a typical ECAC proceeding, VG&E's electric rates would 
have been reduced by approximately 10\ to account for the'~?18.8 
million decrease in authorized reVenUe requirement. 'However, as 
provided in the cost recbvery plall PG&B filed in response to the 

1 Details of revenue requirement changes are shown in 
Appendix B. 

- 2 -
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new Public Utilities (PU) Code § 368,2 PG&8's overall electric 

rates will not be revised. Also, as provided in PG&8's cost 

recovery pian. the projected overcollections in PG&8's ECAC and 

ERAM balancing accounts as of December 31, 1996, will be used to 

offset PG&E's uneconomic generation-related costs. The ratemaking 

treatment of these overcollections and uneconomic costs' is being 

dealt with in our decision on the cost recovery plans and in 

A.96-08-001 et al. (Transition Cost Proceeding). 

In addition, this decision suspends PG&E's AER until 

further order by the commission. 
Procedural Background 

On April 1, 1996, PG&E filed this application requesting 

authority to adjust its electric rates and for a reasonableness 

review of its electric and gas operations during 1995. Along with' 

its application, PG&E also filed its testimony and related 

workpapers in accordance with the rate case plan adopted in 

Decision (D.) 89-01-040. As required by the rate case plan, on 

June 11, 1996, PG&E served its June Update and related workpapers, 

which updated PG&E's sales forecast, resource mix, gas costs, 

qualifying facilities (QFs) expenses, and recorded balancing 

account balances. 

The Division of Ratepayer AdVocates (DRA)evaluated of 
PG&E's filing. Based on its evaluation, DRA prepared its report, 

which was served on July 12, 1996. Since the hearings in this 

2 Section 368 was added to the PU Code by Assembly Bill (AB) 
1890. Section 368 requires electric utilities to file cost 
recovery plans that provide, among other things, that the electric 
rates that were in effect on JUne 10, 1996, remain in effect until 
January 1, 1998. PU Code § 368 also allows electric utilities to 
file plans to recover costs of uneconomic generation-related assets 
by applying certain overcollections towards recovery of the costs. 

- 3 ~ 
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proceeding, tIle Commission has transferred the furictions of DRA to 
the Office of Ratepayer Advocates (ORA). DRA will be referred to 
as ORA in this order. 

Toward Utility Rate Normalization (TURN), the only other 
active party in this proceeding, served its testimony on July 24~ 
1996. PG&R served its l"ebuttal testimony oil August 9~,~ __ 19~6;~ 

On May 1S, 1996, the Californi~t6generati~n 'Council, the 
Independent Energy producerSAsSQciation~ and the COgener~tion 
Association of: Californla'~-filed a motion requesting that a sepin-ate 
phase and procedural schedule be-established to address the-issue 
of possible -double recovery of fixed operations and maintenance 
(O&M) costs through the O&M addel.-3 PG&E pays to QFs. Pa&R and 

ORA filed respOnses to the motion. 
On June 5, 1996, Administl.-ative Law Judge (ALJ) Garde 

issued a ruling outlining the scope and timing 6f the issues that 
would be addressed in this proceeding. Acc6rding to the ruling, 

3 In PG&R' s forecast year 1996 ECACproceeding,' the _ Cotnmission, 
in response to a proposal by DR.1\i made a finding that there_may be 
double recovery of fixed O&M costs through the O&M adder that PG&E 
pays to QFs. 

Decision (D.) 95-12-051 adopted a fixed o&M adder for PG&E 
th'l-ough 1997 pursuallt to a settlement between PG&R and various 
parties. The settlement provides that PG&S's O&M adder value and 
incremental enel.·gy rate will remain fixed until the end of' 1997 
unless the Commission adopts a new methodology for determining 
short-'l-un avoided cost (SRAC) payment to QFs in the- Biennial 
Investigation (1.89-07-004).' 0.95-12-051 also directed PG&E to 
present testimony in this proceeding regarding the possibility that 
the current methodology for determining PG&R's O&M adder results in 
double recovery of fixed O&M related payments. According to 
D.95-12-051, the issue of double recoVery is to be addressed in a 
separate phase of this proceeding. 

- 4 -
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the proceeding will be completed in three phases: (1) the first 
phase will deal with 1997 forecast issues except O&M adder double 
recovery and the incremental energy rate (lER) for 1991; (2) the 
second phase will address rate design issues and the O&M double 
recovery issue (if necessary); and (3) the third phase will address 
the reasonableness of PG&E's operations during 1995. 

On August 9, 1996," PG&E filed a motion. for an interim 
electric rate freeze pending a final decisiol\ in PG&E's Diablo 
Canyon/Rate Freeze Application, A.9t-03-0S4 (Diablo Applicatiot'l). 
In t~e Diablo Application;PG&E seeks to modify the pricing 
structure foi.' power generated at the Diablo Canyon Nuclear Power 
Plant. PG&E also se~ks to freeze its electric rates at the 
January I, 1996 level. PG&E filed its motion foi.- a rate freeze i.n· 
this proceedhig subsequent to ALJ Barnet:t's ruling that a decision 
in the" Diablo Application will not be rendei.'ed until 1997. PG&E's 
request for a rate freeze is discussed later in this order. 
Hearings 

ALJ Garde convened prehearirtg conferences (PHCs) on 
1-1ay 15 and June 19, 1996. The schedule for the forecast phase of 
the proceeding was adopted at the June 19 PHC. EvidentiarY 
hearings in the forecast phase ","el.-e held from August 26 through 
August 29, 1996. Other than the ORA and PG&E. only TuRN 

participated in the evidentiary hearings. 
During the evidentiary hearings, ORA and PG&E stated that 

they were able to resolve several issues. The remaining contested 
issues fall under two categories: (a) resource assumptions and 
(b) revenue requirement. They are as follows: 

- 5 -
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A. Resource Assumption and Modelling Convention 
Issues 

1, Mainline gas price forecast/Cost of gas 

2. Northwest energy pricing 

3. Transwestern demand charges 

4. Fuel oil inventory level 

B. Revenue Requirement and Results of operations 

S. ECAC/AER/ERAM/CARE revenue requirement 
change 

6. Refunding of end-of-year 1996 ECAC 
overcollection 

7. Rate freeze proposal 

8. Temporary suspension of the AER mechanism 

TURN did not oppose the agreed":upon resolution of the 

uncontested issues. TURN's participation was limited to Issues 7 

and 8 listed above. 
Evidence on the contested issues was taken during the 

hearing. PG&E and ORA provided testimony. The forecast phase of 

the proceeding was submitted upon receipt of concurrent reply 

briefs on September 23. 1996. 

- 6 -
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The agt'eed-upon resolution of resource assumptions, 
modelling conventions, and other uncontested issues is included in 
Exhibit 11 which is reproduced as Appendix C4 to this decision. 
The agreed-upon resolution of issues included in Exhibit 11 is 
reasonabl.e and will be adopted for this proceeding. 

On September 23, 1996, the ALJ issued a ruling which set 
forth resource assumptions and modelling conventions in accordance 
with the rate case plan adopted in D.89-10-040. On September 26, 
1996, the ALJ issued a supplemental ruling on resource assumptions 
and modelling conventions to correct an omission. ORA and PG&E 
advised the ALJ that the \o.o'orkshop on reSOUl.-ce assumption and 
modelling conve~tions required by the rate case plan was not 
necessary for this proceeding. Accordingly, the workshop was not 
held. 

On October lS, 1996, PG&E served exhibits which 
incorporate the adopted assumptions and conventions into pricing 
factors and test year revenue requirements. The revised pricing 
factors and revenue requirements are contained in Appendix B to 
this order. 

We confirm the resource assumptions and modelling 
conventions adopted by the ALJ in his ruling. 

Following is a discussion of the contested issues about 
resource assumptions and modelling conventions: 

4 An explanation of acronyms and abbreviations used in 
Appendix C is contained in Appendix E. 
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Mainline Price of Gas/Cost of Gas 
PG&E buys most of the natural gas for utility electric 

generation (UEG) from the United States Southwest and Canada and a 
small amount from California and other producers. The cost of the 
gas used" by PG&E for UEO is reported to the Co~~ission in annual 
reports. However, in an ECAC proceeding, the. Commission, based on 
forecasts by the parties, adopts a price for gas that PG&E will 
most likeiy experience during the following calenda1' year. The 
price of gas forecasted in this proceeding is the average price 
PG&E is expected to pay in 1991. 

PG&E expects to buy nearly all of its Southwest gas from 
the Permian and San Juan basins. PG&E procures its Canadian gas 
from the Alberta basin. Typically. PG&E procures less than 3\ of 
its gas for UEO from California and other sources. 

For this proceeding, PG&E adopted the gas price forecast 
made in the May 1996 issue of "Monthly Gas Price OUtlook" by 
DRI/McGraw-Hill (ORI). DR! forecasts the Permian basin gas price 
to average $1.80/decatherm (nth), the San Juan basin price to 
average $1.4S/0th and the Alberta basin gas price to average 
$1.15/Dth in 1997. 

ORA'S forecast of gas prices is developed by the use of 
time series analysis. ORA's forecast used computer software 
entitled "Times Set-ies Pl.-ocessor, Version 4.2." ORA used recorded 
gas prices from various basins to project future gas prices. ORA 
projects the Permian gas price to average $1.54/oth, the San Juan 
basin price to average $1.23/0th, and the Alberta basin price to 
average $O.96/0th. 

Both PG&E and ORA claim their fot-ecasting method is 
superior. The following are some of the points PG&E makes in 
support of its forecast: 

- 8 -
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o In the past four years, DRI's forecast accuracy 
has been within $O.07/Dth for the Permian and 
San Juah basins and within $O.03/Dth for the 
Alberta basin. The accuracy of ORA's forecast 
is unknown. 

o DRI • s gas pl.'ice model includes IlUmel.-OUS 
variables that affect gas prices, whereas ORA's 
model only includes recorded past gas prices. 

o Unlike ORA's model, DRI's gas price model was 
developed by using standard statistical and 
econometric nodel-building tools. 

o The Commission has relied on DRI's gas price 
model in previous proceedings and even ORA 
recommended using DRI's forecasts in previous 
proceedings. 

ORA contends that DRI consistently forecasts prices of 
gas that are higher than actual prices experienced. ORA believes 
that its method of fol.'ecasting is innovative and fOl-ward-looking. 
According to ORA, its independent analysis gellerates a more 
accurate forecast of gas prices because ORA used more recent data 
which more accuratelY reflect market conditions that are likely to 
occur in the future. 
Discussion 

It is not possible to forecast gas prices that are likely 
to occur during 1991 with absolute accuracy. \1hile DRI's forecast 
is used widely in the gas industry, it has had significant forecast 
errors in the past. Forecast error 1s defined as the difference 
between the forecast made in a given month for 12 months later and 
the actual price observed for the month forecasted. By PG&E's own 
analysis in Exhibit 3 the average forecast errors for the -basins 
under consideration range from $O.41/Dth to $O.63/Dth. ORA's 
forecast technique, however, is untried and does not have a record 

- 9 -
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to test its accuracy. It is likely that gas prices in 1997 will be 
between the two forecasts and will be close to the average of the 
two forecasts. We will adopt the' average of the gas prices 
forecast by PG&E and ORA for this proceeding. The adopted monthly 
and average gas prices are shown in Table 2 below: 

January 
February 
March 
April, 
May 
June 
July 
August 
SeptembEn.
October' 
November 
December 

Permian 
M-ainline 

1.74 
1,.73 
1.78 
1.79 
1.71 
1.60 
1.52 
1.55 
1.57 
1.55 
1.66 
1.85 

1.67 

TABLE 2 
($/Oth) 

San Juan 
Mainline 

1.49 
1.44 
1.39 
1.38 
1.31 
1.24 
1.17 
1.27 
1.35 
1.34 
1.42 
1.50 

1.36 

Canadian 
Mainline 

1.15 
1.15 
1.23 
1.24 
1.10 
1.02 
0.88 
0.83 
0.87 
0.94 
1.06 
1.20 

1.06 

Based on the adopted mainline price of gas, PG&E 

estimates that PG&E will, use 203,741 MDth of gas at,an average 
pric~ of $1.4~705/Dth fo~ a total ~ost $290.748 miliion. These 
adopted values are shown in Appendix Bon Page 3, line 1. 

Northwest Economy Energy Pricing 
Operation of electric system simulation models requires 

inpu.t assumptions about resOurce pl-ices, including pl'ices of 
econ9my energy pUl'chased by PG&E frOm the Pacific Northwest 
(Northwest) . PG&E assumes that the price of NOl.'thwest ecoriomy 
energy is a fixed fraction of PG&E's incremental thermal energy 
cost. That fl-actiou or price ratio changes from month to month. 

- 10 -
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ORA's methodolOgy of computing the pl.'ice ).'atio incol.'porates, along 
with PG&E's incremental thermal energy cost, an additional variable 
for rainfall in the Northwest and PG&E's service area. ORA's 
methodology is based on a regression formula from the Northwest 
Economy Energy Price Study5 performed by PG&E. 

During the evidentiary hearings, PG&E's witness conceded 
that ORA's methodology should be used to compute Northwest economy 
energy price._ We will adopt ORA's methodology of computing 
Northwest economy energy price. 
Fuel oil Inventory Level 

PG&E uses natural- gas f6r electric generation. However, 
PG~E maintains fuel oil inventories for Use in its oil-capable 
electric-' generating units when the supply of natural gas is 
inadequate to meet PG&E's generation requirements. This allows 
PG&E to maintain its electric system reliability. The Cowmission 
allows PQ~E to recover the cost of maintaining its fuel oil 

inventory. 
For 1997, PG&E plans to maintain a fuel oil inventol-Y 

level of 1.7 million barrels which will allow approximately three 
weeks of operation at PG&E's oil-capable generating units. PG&E 
plans to maintain 1,660 megawatts (MW) of electric generating units 
with the capability to burn fuel oil. 

ORA recommends that PG&E be allowed to maintain a fuel • 
oil inventory level which will allow only two weeks of operation at 
PG&S'S electric generation units. In support of its position, ORA 

5 In PG&Ets forecast year 1996 ECAC proceeding (A.95-04-002), 
the Commission ordered PG&E to conduct a study on Northwest economy 
energy price which would inclUde rainfalls in the Northwest and . 
PG&E's service area as variables. PG&E was required to include the 
study in its showing for this proceeding. PG&E has complied. 
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states that Southern California Edison Company (Edison) is 
requesting only nine days of fuel oil inventory in its current ECAC 
proceeding. 

PGSE disagrees with ORA's position. PG&E states that 
Edison has a capability of generating 7,076 MW from its oil-fired 
units for which Edison would need a fuel oil inventory of 4.5 
million barrels for nine days of operations. PG&E contends that 
any volume of oil lasts for more days if only a limited number of 
units burn oil, which is what PG&E plans to do. Edison, on the 
other hand, plans to use most of its oil-burning units. Thus 
comparing PG&E's):equested three-week oil inventoi..-Y with Edison's 
nine-day oil. inventory is wrong, because it does not indicate how 
much energy from oil-fired units each respective utility is 
projecting in case of gas shortage. 

PGSE also states that ORA's proposal would result in 
higher total cost to customers, because it fails to take into 
consideration costs to customers of electrical outages. 

We believe that because of its lower capacity to generate 
electricity using fuel oil, PG&E would need to maintain a level of 
fuel oil inventory which will allow it greater flexibility to meet 
its load requh.-ements and to maintain system reliability. A fuel 
oil inventory level which will allow three weeks of operation or 
1.7 million barrels would provide PG&E the needed flexibility. We 
will authorize PG&E to maintain a fuel oil inventory level of 1.7 
million barrels for 1997. 
Transwestern Demand Charges 

On July 13, 1990, PG&E signed an agreement with 
Transwestern Pipel ine Company (Trans\\>estern) to enter into a 
IS-year contract for firm gas transportation capacity on 
Transwestern'smainline expansion and the San Juan Lateral. The 
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Commission, in 0.95-12-046, found that PG&E's action in entering 
into its contract with Transwestern was unreasonable. 

Although PG&8's entering into the contract was found 
unreasonable, PG&E, in calculating its total cost of gas, inclUdes 
full demand charges for 50,000 Dth/day of transportation capacity 
on Transwestern's mainline and lateral pipelines. 

While ORA has not stated its position on this issue, 
ORA's calculations appear to be based on the methodology adopted in 
0.95-12-051 which used the El Paso Natural Gas Company (El Paso) 
transportation rates as a proxy for Ttanswestern demand charges. 
D.95-12-051 adopted a proxy rate.of 20\ of the 'as-billed HI Paso 
rates for Transwestern demand charges, 

PG&E agreed to the treatment Of Transwestern demand 
charges in the 1996 forecast year ECAC proceeding. However, PG&E 
is still attempting to recover charges which are the subject of 
reasonableness dispute. 

We will deny PG&E's request and use the methodology 
adopted in 0.95-12-051 for computing Transwestern demand charges. 

Revenue Requirements and Results of Operation 
As shown in Table 1, PG&E's revenue requirement will be 

lower than the currently authorized revenue requirement by $718.8 

million. The adopted revenue requirements for PG&E for 1997 are 
shown in Appendix B on Page 1. 

When the proceeding was submitted upon filing of 
concurrent reply briefs. PG&E and ORA proposed different treatment 
of the changes in PG&E's reVenue requirements. Essentially, PG&E 
proposed that its rates not be l.-evised and that any pl.-ojected 
overcoilections for 1997 be used to offset PG&E's transition costs. 
ORA disagreed with PG&E's rate freeze proposal and recommended that 
the projectedoYercollection be refunded to ratepayers. The 
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positions of pa'rties regarding 1-evenue reqUirements and results 
operation are contained in Exhibit 12 which is reproduced as 
Appendix 06 to this ol:der. 

of 

We believe that it is not necessary to discuss the 
positions of the parties on the issue of revenue requirements and 
results of operation because of the enactment of AS 1890 on 
September 23, 1996. AD 1890 adds or modifies several sections of 
the PU Code to advance the restructuring of the electric utility 
industry begun by the commission in 0.95-12-063. Enactment of AS 
1890 will have a significant impact on revenue requirement and 
results of operatidn issues in this proceeding and may render 

certain issues moot. 
The two new PU Code sections that will have a significant 

impact on this proceeding are §§ 368 and 390. However, the precise 
impact of §§ 368 and 390 on this proceeding is subject to 
interpretation. Accordingly, the ALJ issued a ruling dated ~ 
October 3, 1996, asking PG&E to provi~e its assessment of the 
impact of AB-1890 on this proceeding. PG&E filed its report on the 
impact of AB 1890 on this proceeding on October 18, 1996. ORA and 
California 1I1dustrial Users (CIU) filed i:esponses to PG&E's report. 
ro&B's position 

PG&E believes that AD 1890 substantially resolves the 
following issues in this proceeding: 

1. PG&E's August 9, 1996, Motion For An 
Interim Rate Freezej 

6 An explanation of acronyms and abbreviations used in 
Appendix 0 is contained in Appendix E. 
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The treatment of 1996 year-end ECAC and 
ERAM balancing account overcollectiorts and 
one-time refund; 

Revenue allocation and rate design issues 
scheduled for Phase II of ECAC hearings; 
and 

SRAC energy payments to QFs. 

1. Rate Freeze 
Section 368(a) specifies how electric utility rates shall 

be set through the transition period. Specifically, § 368(a) 

provides, in relevant part: 
liThe cost recovery plan shall set rates for each 
customer class, rate schedule, contract, or 
tariff option, at levels equal to the level as 
shown oli. electric rate schedules as of June 10, 
1996, provided that rates for residential and 
smail commercial customers shall be reduced so 
that these customers shall receive rate 
reductions of no less than 10 percent for 1998 
through 2002. These rate levels for each 
customer class, rate schedule, contract, or 
tariff option shall remain in effect until the 
earlier 6f March 31, 2002, or the date on which 
the commission-authorized costs for utility 
generation-related assets and obligations have 
been fully recovered." 

As stated earlier, on August 9, 1996, PG&E filed a motion 

in this proceeding for an irtterim electric rate freeze p~nding a 

final decision in the Diablo Application. In the Diablo 

Application, PG&E seeks to freeze its electric rates at January 1, 

1996 level. PG&E contends that its interim rate freeze request is 

preempted by AB 1890. According to PG&E, its l:ates on June 10, 

1996 were the same as those in effect on January I, 1996. 

Consequently, PG&E believes that its proposed rate freeze in this 

ECAC proceeding is fully consistent with § 368(a). 
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2. Treatment of Balancing Account Balances and Refunds 

Section 368(a) requires electric utilities to propose a 

plan for recovery of the costs of uneconomic generation-related 

assets. 7 For the purpose of determining the extent to which the 

costs of uneconomic generation-related assets have been recovered, 

§ 368(a) specifies that any overcollections in ECAC or ERAM 

balancing accounts as of December 31, 1996, are to be credited to 

the recovery of these costs. 

PG&E states that this provision clearly rejects the 

proposal by ORA and TURN to refund the overcollections in ECAC/ERAM 

balancing accounts. According to PG&E, § 368(a) also obviates the 

ORA recommendation that PG&E be ordered to refund any monies 

accrued in its ECAC balancing account from January 1, 1997, until 

such time a decision in the Diablo Application is issued. PG&E 

contends that ORA's recommendation to refund monies would be in 

direct violation of AS 1890. 

3. Revenue A1location and Rate Design in ECAC Phase II 

As stated earlier, a.separate phase of this application 

was tentatively planned to address( 1) revenue allocation and rate 

design issues in the event the Di.ablo Application were to be 

rejected by the Commission and( 2) any rate design issues from a 

decision in Phase II of PG&E's 1996 General Rate Case proceeding 

(A.94-12-00S). PG&E believes that § 368(a) removes the need for 

holding a separate phase in this proceeding on revenue allocation 

and rate design issues by setting electric "rates for each customer 

class, rate schedule, contract, or tariff option, at levels equal 

to the level sho'NIl on electric rate schedules as of June 10, 1996. II 

7 Recovery of cost of uneconomic generation-related costs are 
part of transition costs. 
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According to PG&E. its proposal in this proceeding is consistent 

with AS 1890 in that electric rate schedules will be maintained at 

the June 10, 1996 level, which is the same as the January 1, 1996 

level, proposed by PG&E. 
4. Short-Run AVoided Costs 

PU Code § 390(b) specifies a formula for calculating 

SRAC payments paid to QFs: 
II (S]hort run avoided cost energy payments paid 
to nonutility power generators by an electrical 
corporation shall be based onaformula that 
reflects a starting energy pri~et adjusted 
monthly to reflect changes in a starting gas 
index price in relation to an average of 
current california natural gas border price 
indices. Th~ starting energy price shall be 
based on'12-month averages of rec~nt. pre
January 1,.1996, short--run avoided energy 
prices paid by each public utility electrical 
corporation to nonutility pOwer generat6rs. 
The starting gas index price shall be 
established as an average of index gas prices 
for the same annual periods." 

PG&B states that this formula replaces the old method for 

determining SRAC payments to QFs, which required a calculation of 

the O&M Adder. With the replacement of that methodology, there is 

no need to hold hearings on the calculation of the O&M Adder. 

PG&B points out that estimated QF payments described in 

its June Update were based on an uncontested Electric Reliability 

Index of 1.0 and the values for the 1996 and 1997 IER and O&M Adder 

adopted in PG&E's 1996 forecast year ECAC decision (0.95-12-051). 

The values and calculations necessary to make the formula specified 
in § 390 (b) opel.-ational are yet to be agl.'eed upon by the affected 

parties or approved by the Commission. Consequently, in PG&E's 

October 15 filing of updated testimony based on ALJ Ga'rde's 
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Resource Mix Ruling, POSE included an estimate of QF payments based 
on the uncontested QF generation and pricing components contained 
in Appendix C. PG&E recorr~ends that if the Commission approves the 
specific methodology for using the formula specified in § 390(b) 
prior to the issuance of this ECAC decision, then the resulting 
SRAC payments should be reflected in this decision. 
Responses of Other Parties to PG&E's Report 

CIU agrees with PG&E's assessment of the impact of AB 
1890 on this proceeding. 

While ORA does not totally disagree with PGSE's 
assessment of the impact of AD 1890, ORA seeks clarification of two 
issues! 

1. ORA contends that AS 1690 provides for a 
cumulative rate reduction of 20\ for 
residential and commercial customers from 
the rates in effect on June 10, 1996. 

2. ORA states that AB 1890 is not intended to 
gu-arantee 100% recovet-y of PG&E t s 
uneconomic generation-l.'elated assets. 
According to ORA; AS 1890 grants an 
opportunity, not a right, to recoVer costs 
related to generation-related assets. In 
support of its position, ORA cites PU Code 
§ 330(s) which provides in relevant part 
that: 

"It is proper to allow electrical 
corporations an opportunity to continue to 
recover, over a reasonable transition 
periOd, those costs and categories of costs 
for generation-related assets and 
obligations, •.. that the commission, prior 
to December 20, 1995, had authorized for 
collection in rates and that may not be 
recoverable in market prices in a 
competitive generation market, ..•. n 
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We agree with PG&E that § 368 requires the cost recovety 
plans to provide that the rate levels as of June 10, 1996, should 
l,-emain in eftect \mtil January 1, 1998, the end of forecast period 
in this proceeding. However. ORA is correct in pointing out that 
§ 368 requires the plans to provide that the electric rates for 
l."esidential and commercial customers w-iii be reduced by no less 
than 10% effective January 1,1998, and AS 1890 contempiates a 
further reduction of no less than 10% by April 1,2002 (§ 330(a». 

While we do not propose to revise PG&E's electric rates 
in this proceeding to account for the projected 6verc6llections in 
1997, we are considering, in another proceeding, the refunding of 
certain amounts which are either the subject of reasonableness 
disputes or are part of the direct refund accounts as set forth in 
0.96-12-025. 

We agree with ORA's contention that AS 1890 provides an 
opportunity, not a guarantee. for electric utilities to recoVer 
their generation-related assets. The issues relating to recovery 
of PG&E's uneconomic generation-related assets are being addressed 
in the Transition Costs Proceeding, and we will not discuss them 
fUi-ther here. 

- -

As to the issue ot. rate design, we believe that because 
§ 368(a) requires the cost recovery plans' to set electric rates at 
June 10, 1996 level throughout the ,forecast year 199"1, there will 
be no need to address revenue allocation in this proceeding, and 
t.he opportunities f01- rate design may be limited to adjustments of 
components of the June 10 rates. This issue will be considered in 
an appropriate proceeding. 

Turning to the question of SRAC payments to QFs, we note 
that the S-RAC payments in this proposed decision at'e based on 
PG&E's October 15 exhibit prepared in response to the ALJ's 
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resource mix 1.-ulin9. However, the Commission is considering, in a 
separate proceeding, application of the methodology of calculating 
SRAC payments to QFs specified in § 390(b). If the commission 
adopts a new methodology for calculating SRAC payments to QFs 
before this decision is issued, we will revise this decision to 
reflect the new methodology. 
Suspension of the AER Mechanism 

The AER was established to provide incentives to 
utilities to minimize fuel expenditures. The AER eXpOses a utility 
to some of the risk and gives it sOme incentive to minimize fuel 
costs by allowing it to keep some of the gains or to suffer some of 
the losses related to its fuel cost management. In PG&E's case, 
91\ of the diffEn.~ence between estimated and actual revenues is 
subject to recovery through ECAC balanc~ng account treatment and 
the l-emaining 9\ is put into the AER and is not recoverable through 
the balancing account. 4It 

PG&E and TURN supported ORA's recommendation to 
temporarily suspend the AER until a final·decision in the Diablo 
Application is issued. Under this proposal, the AER would be 
reinstated once a decision is issued in the Diablo Application. 
However, as discussed below, we will suspend PG&E's AER 
indefinitely. The ABR mechanism functions only when PG&E's rateo 
are revised to reflect the estimated fuel expenses for the fo't-ecast 
year. Since we are not adjusting PG&E's rates to account for 
estimated decrease in PG&E's fuel expenses in this proceeding t the 
AER mechanism will not provide its1ntended incentive. PG&E's 
success or failure in controlling fuel costs will affect only the 
pace of its collection of transition costi, and the effect on 
shareholders will be indirect and drawn out. Accordingly, we will 
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suspend the AER mechanism for PG&E indefinitely. Our authorized 

ECAC revenues will coVer 100\ of PG&E's forecasted energy expense. 

Comments on ALJ~B Proposed Decision 

ALJ's proposed decision was filed and mailed to the 

parties on November 19, 1996. PG&E, ORA, and the California City

County Street Light Association filed comments on the proposed 

decision. PG&E and ORA also filed reply comments. 

PG&E, in its comments, points out certain minor errors 

which have no bearing on the outcome of the proceeding. We have 

corrected those errors. Aftel" considering other comments and reply 

comments, we are issuing the decision as proposed with the 

following modifications: 

SRAC Payments to OFs 

On the subject of SRAC payments to QFs, the pl.'oposed 

decision states thatl 

"However, the Commission is considering, in a 
separate proceeding, application of the 
methodology of calculating BRAe payments to QFs 
specified in § 390(b). If the commission 
adopts a new methodology for calculating SRAC 
payments to QFs before this decision is issued, 
we will revise this decision to reflect the new 
methodology. II 

On December 9, 1996, the commission issued 0.96-12-028 

which adopted new methodology of calculating SRAC payments to QFs 

based on PU Code § 390(b). We have revised Table 1 and the tables 

in Appendix B to reflect the changes to 1997 QF expenses resulting 

from the new calculation of SRAC payments to QFs (See Appendix C). 
Hearings in the Second Phase of the Proceeding 

Hearings in the second phase of the proceeding were 

tentatively set to address any revenue allocation, rate design, and 

O&M adder double recoVery issues. PU Code § 368 removes the need 
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for a separate phase in this proceeding to address revenue 
allocation and rate design issues. With the adoption of a new 
methodology of calculating SRAC payments to QFs based on PU Code 
§ 390(b), there is no need to hold hearings on the O&M adder double 
recovery issue. Hence, there is no need to hold hearings in the 
second phase of this proceeding. 

In addition to the modifications described above, we have 
also included the changes to PG&E's revenue requirement authorized 
by the Commission since the proposed decision was served on the 
parties. 
Findings of Pact 

1. The forecast periOd for this PG&E ECAC proceeding is 
Janual:Y 1 through December 31, 1997. 

2. PG&E, ORA, and TURN are the only active parties in this 
p1'oceeding. 

3. PG&E and ORA were able to resolve several issues in this 
proceeding as shown in Appendix C. 

4. TURN does not oppose the agreed-upon resolution of 
uncontested. issues contained in Appendix C. 

5. Approval of the agreed-upon resolution of the.uncontested 
issues will not harm the ratepayers. 

6. PG&E's mainline gas prices are based on DRI's forecast 
made in the May 1996 issue of "Monthly Gas Price outlook." 

7. ORA used recorded gas prices from various basins to 
project future gas prices using a time series program. 

S. While DRI's forecast is used widely in the gas industry, 
it has had significant forecast errors in th~ past. 

9. ORA's forecast technique is untried and does not have a 
record to test its accuracy. 
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10. It is likely that gas prices in 1997 will fall between 
those forecasted by PG&E and ORA and will be close to the average 

of the two forecasts. .-
11. PG&E assumes that the price of Northwest economy energy 

is a fixed fraction of PG&E'.s incremental thermal energy cost; that 

fraction or price ratio varies from month to month. 
12. ORA's methodology for computing the price for Northwest 

economy energy also relies on PG&B's incremental thermal energy 
cost; however,ORA, in its calculations, incorporates an additional 

variable for rainfall in the Northwest and PG&E's service area. 
13. PG&E's witness conceded that ORA's methodolOgy should be 

used to compute Northwest economy energy price. 
14. PG&B plans to maintain a fuel oil inventory level of 1.7 

million barrels, which would allow approximately three weeks of 

operation at PG&E's oil-capable generating units. 
15. ORA recommends that PG&E be allowed to maintain a fuel 

oil inventory level which would allow only two weeks of operation 

at PG&E's oil-capable electric generation units. 
16. PG&E needs to maintain a level of fuel oil inventory 

which will allow it flexibility to meet its load requirements and 

to maintain system reliability; a fuel oil inventory level of 1.7 
million bar1'els would provide PG&E the needed flexibility. 

17. In calculating its total cost of gas, PG&E includes full 

demand charges for 50,000 Dth/day of transportation capacity on 

Transwestern's mainline and lateral pipelines. 
18. In D.95-12-051, the Commission disallowed a portion of 

the Transwestern demand charge by using a proxy rate of 20\ of the 

as-billed 81 Paso rates for Transwestern demand charges. 
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19. The disallowance of a portion of Transwestern demand 
charges was a result of a commission conclusion in D.95-12-046 

(Conclusion of Law 2) that PG&I~'s entering into its contl.-act with 
Transwestern was unreasonable. ' 

20. Although PG&E agreed to the treatment of Transwestern 
. ' 

demand charges in its 1996 forecast year ECAC proceeding, PG&E is 
now attempting to recover charges which are the subje~t of 
reasonableness dispute. 

21. The ALJ'S rulings of septernbe1~ 23 arid 26, 1996 on 
res'oul.~ce assumptions and modeliing convention specified that I 

·a. The average 6f mainiinegas pri~es 
forecasted by PG&E and ORA should be 
adopted. 

h. ORA's methOdology of C6mp~ting Northwest 
economy energy price shoUld be adopted. 

c. PG&E should be allowed to mainline a fuel 
oil inventory of 1.7 million barrels. 

d. A proxy rate of 20% of the as-billed 81 . 
Paso rates for Transwestern demand charges 
should be used. 

22. Based on the forecast in this proceeding, PG&E's revenue 
requirement for 1997 will be $7'18.8 million lower than the 
curl."ently 

23. 
AB 1890. 

24. 

authorized revenue requirement. 
On September 23, 1996, Governor Wilson signed into law 

AS 1890 adds or modifies several sections of the PU Code 
to advance the restructuring of the electric utility industry. 

25. PU Code § 366 requires electric utilities to submit cost 
recovery plans that provide that electric rates will be equal to 
the levels that were in effect on June 10 1996 until January 1, 

1998. 
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26. PU Code § 368 allo~s electric utilities to propose plans 
to recover costs of uneconomic generation-related assets by 
applying certain revenue overcollections towards l."eCOvel-y of these 

costs. 
27. The Commission is addressing the recovery of uneconomic 

generation-related assats in connection with it$ review of the cost 
recovery plans and in A.96~08-001 et al. 

28. PU Code § 368 removes the need for a separate phase in 
this proceeding for revenUe allocation and rate design issues. 

29. With the adoption.of a new methodology for calculating 
SRAC payments to QPs, there is no need to hold hearings on the O&M 
adder double recovery issue. 

30. There is no need to hold hearings in the second phase of 
this proceeding which were tentatively set to address revenue 
allocation, rate design, and O&M adder double recovery-issues. 
Conclusions of Law 

1. The r~source assumptions and modelling conventions 
specified in the ALJ's rulings of September 23 and 26, 1996, should 
be adopted. 

2. PG&E's current rates are the same as the rates that were 
effective on June 10, 1996, and PG&E's rates should not be changed 
in this proceeding, pending the Commission's decision on PG&E's 
cost recovery plan. 

3. The disposition of PG&E's projected overcollections 
should be in accordance with the Commission's directive in the 
decision on PG&Eis cost recovery plan. 

4. pending commission action on the cost recovery plans, 
further consideration of revenue allocation and rate design issues 
in this proceeding is not necessary. 
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MODI FI EO ORDER 

IT IS ORDRRED that: 
1. Pacific Gas and Electric Company's (PG&E) authorized 

fuel-related revenue requirement is reduced by $718.812 million in 
this proceeding. This reduction in fuel-related revenue 
requirement will be offset by revenue requirement increase of 
$164.498 million in other proceedings, res'ulting iii. a· net reduction 
of $554.314 million in PG&E's authorized revenue requirement, 
effective January 1, 1997. 

2. The revisions to PG&E's Energy Cost Adjustment Clause 
(ECAC), Annual Energy Rate (ARR), Electric Revenue Adjustment 
Mechanism (ERAM), and California Alternate Rates for Energy (CARE) 

revenue requirements set forth in Appendix B (page 4 of 12) to this 
decision are adopted, effective January 1, 1997. 

3. The revisions to PG&E's total authorized revenue 
reqttirements set forth in Appendix B (Page 5 of 12) to this 
decision are adopted, effective January 1, 1997. 

4. PG&E's AERmechanism is suspended' until further order of 
the Commission. 

5. This proceeding shall remain open to address the 
reasonableness of PG&E's electric and gas operation during 1995. 

This order is effective today. 
Dated December 20, 1996, at San Francisco, California. 

P. GREGORY CONWN 
President 

DANIEL Wm. FESSLER 
JESSIE J. KNIGHT, JR. 
HENRY M. DUQUE 
JOSIAH L. NEEPER 

Commissioners 

(END OF ATTACHMENT A) 
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List of Appearances 

Applicants: William H. Edwards, Annette Beitel, and Deborah 
Walker, Attorneys at Law. , for Pacific Gas and Electric Company; 
and James C. Scott Shotwell, by John P. Hughes, for Southern 
california Edison Company. 

Interested parties: Edson & Modisette, by Carolyn A. Baker, 
Attorney at Law, for various interested clients; Barbara 
BarkovIch, for Barkovich& Yap; Morrison & Foerster; by Jerry 
Bloom, Attorney at Law, for California cogeneration Council; 
Michael Boccadoro, for Agricultural Energy Consumers 
Association; Jackson, TUfts, Cole & Black, by William M. Booth. 
Attorney at Law, for California Large Energy Consumers 
Association; David Branchcomb, for Henwood Energy services; 
Norman J. Furuta, Attorney at Law, for the Department 6f 
Defense; Steven a. Geringer, Attorney at Law, for self; Ater, 
Wynne, Hewitt, Dodson & Skerritt, by Michael Alcant'ar and Kirk 
Gibson, Attorneys at Law, for Cogeneration Association of 
California; Grueneich Resource Advocates, by Dian M. Grueneich, 
Attorney at Law, for the Department of General Services; Graham 
& James, by Peter W. Hanschen and Martin A. Mattes, Attorneys at 
Law, for Agricultural Energy Consumers Association; Ellison & 
schneider, by Lynn Haug and Douglas K. Kerner, Attorneys at Law, 
for Independent Energy Producers Association; Aldyn Hoekstra, 
for cambridge Energy Research Associates; Carolyn Kehrein, for 
various clients; Thomas Knobloch, for Brubaker & Associates; 
Ronald Liebert, Attorney at Law, for California Farm Bureau 
Federation; Sutherland, Asbill & Brennan, by Keith McCrea, 
Attorney at Law, for California Manufacturers Association: 
Bartle Wells Associates, by Reed V. Schmidt. for California 
city-County street Light Association; Downey, Brand, Seymour & 
Rohwer, by philip A. stohr and Dan L. Carroll, Attorneys at Law, 
for California Industrial Users; and Robert Finkelstein, by 
Theresa Cook Mueller, Staff Attorney, for Toward Utility Rate 
Normalization. 

Intervenor: McCracken, Byers & Bergeron, by David J. Byers, 
Attorney at Law, for California City-county Street Light 
Association and Marin Street Light Authority. 

Office of Ratepayer Advocates: Joseph DeUlloa, Attorney at Law, 
and Rayoond Charvez. 
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