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Decision 97-06-063 June 11, 1997
BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Appllcatlon of Pacific Gas and
EBlectric Company for Authority to
Adjust Its Electiric Rates Effective
January 1, 1997, and for Commission
Order Finding That Electric and Gas
Opelatlons During the Reasonableness
Review Period from January 1, 1995
to December 31, 1995 Were Prudent.

Application 96-04-001
(Filed April 1, 199s6)

@ﬁ"f)gm@l,

ORDER_MODIFYING DECISION 96-12-080

On 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&R) Application (A.) 96-04-001.

On January 28, 1997, PG&R filed a petition to modify
D.96-12-080 pointing out certain errors.in the calculation of
PG&E's revenue requirement for 1997 contained in Appendix 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 requiremént of $22.7
million for the annual earnings assessmént proceeding (AEAP).
Accoxding 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&B states that if the correct amount of payment to QFs
is used, PG&E's Eenxrgy Cost Adjustment Clause (ECAC) revenue
requirement would be reduced by $718.8 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 $554.3 million instead of the
adopted consolidated revenue requirement reduction of $560.5

million.
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We have reviewed D.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. Thé modified decision is included as
Attachment A to this order. The modified decision includes the
omitted pages from Appendix C.

Finding of Fact
SR D.96-12-080 contained certain calculational errors and
'{omissions, as pointed out in PG&E's petition to modify D.96-12-080.
Conclusions of Law
1. D.$6-12-080 should be modified to correct cértain errors.
2. PG&B's petition to modify D.96-12-080 should be gxanted

IT IS ORDERED that:

1. Pacific Gas and Electric Company's (PG&E) petition to
modify Decision (D.) 96-12-080, filed January 28, 1997, is granted.

2. D.96-12-080 is modified in accordance with Attachment A
to this order.

3. The modifications to D.96-12-080 are effective
December 20, 1996, nunc pro tunc.

4. Application 96-04-001 remains opén 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.

P. GREGORY CONLON
President
JESSIE J. KNIGHT, JR.
HENRY M. DUQUE
JOSIAH L. NEEPER .
RICHARD A. BILAS
Commissioners
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.  APPENDIX B

PAGIFIG GAS AND ELEGTRIC COMPANY
Electric Department
Forecast Year 1997
SUMMARY OF REVENUE REQUIREMENT CHANGES
CONSOLIDATED IN THIS PROCEEDING

ADOPTED
'BEGINHING 1-1-97
REVENUE CHANGE Line
Révenue Mems (000)

ECAC ‘ | | ($563.407)

@ A=R* : . . $0

ERAM in A.96-04-001 without Cost of Capital | ($152,850)

CARE - ' ($2,555)

Total Change in A.96-04-001 - ($718,812)

ERAM in othér proceedings consolidated in A.96-04-001 i $160,635
Cost of Capital {$5,306)

~ Annual Earnings Assessment Proceeding (AEAP) - $9,169

Total Change in Consolidated Revenue Requirement ($554,314)

* AER costs are included in ECAC costs.

VURL 4PN
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APPENDIX B ‘

PACIFIC GAS AND ELECTRIC COMPANY
Electric Department
Forecast Year 1697
SUMMARY OF ADOPTED REVENUE REQUIREMENTS
IN THIS PROCEEDING, A.96-04-001

ADOPTED

PRESENT RATE REVENUE REVENUE LINE
REVENUE CHANGE REQUIREMENT NO.
REVENUE ELEMENT ) (000) (000} C o (000) ‘
(s) (b) (<)

Energy Cost Adiustment Clausa (ECAC) $4,113.702 ($563.407) $3.550,385
Anaua! Energy Rate {AER) ** $0 $0 %0
Base Energy Rale (ERAM) in A 86-04-001 $3,413,887 ($152.850) $3.261,037

Califormia Alteinale Rates for Energy (CARE) $32.852 ($2.555) $30.207

Total Change in A 96-04-001 $7.560.531 ($718.812) $5.841,719

Base Energy Rate (ERAM) in other proceedings 0 $160.635
Annual Earings Assessment Proceeding (AEAP) $18.221 $27,390
Cost of Capital $0 ($5.306)

Conservalion Financing Adjustment (CFA) $1.518 $0 $1.518
CPUC Fees $9.111 $0 $9.411
Sublotal $28.850 $164,493 $193,348

Tolal Retall Revenves $7,583,384 ($554.314) $7.035.067
13 Other Operating Revenues $47,377 $0 847,317
14  TotalRevenues $7.636,758 ($554,314) 47,082,444

* Changes 16 CEE tevenues and expenses refiect values for 1996 as requested in PGAE's
AEAP filing (A 96-05-002). See PGSE Rebutial dated July 29, 1996

** AER cosls ace inciuded in ECAC oosts.

311797, 4:33 PM
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PACIFIC GAS AND ELECTRIC COMPANY

Etei:lﬁc Dtpartnienl
Focecsst Year 1957
ADOPTED ENERGY EXPENSES

Forecast Period: January § though December 31 : ) . o

32

Subtotal

* The average Diable Canyon tate fot variadble fuels, exchuding the basic fevenue requirement and F&U e:pense
and inchuding the Safety Committee Fee is 0.068964 .

3t9 4 PN

Line Quantity S " YotaiCosts  Une .
_No. Revenue Eteiment GWh _MDth_ AversgeCost'  ($000) _ No.
@ ®) {) {d)
Fossil Fuel -
t  Commodity 203748 Oth 1.42705 $/Oth $200,748 1
2 Trafspotabion & Storags o $123657 2
3 Sudtotsl Gas 203741 Ot 203403 $DH $414415 . 3
4  Resdeat O 0 Ot $/0th $0 4
§ Distfale O 23 O 4.19482 $On $95 5
" 6  Sublotsl Fossil Fuel 203763 Dt 203427 $Dth 14510 &
7 Geothermal Steam 2 4673 Gwh 0.01477 $Kwh $69.028 7
Purchased Power -
8 lmigation Districls 5432 Gwh 0.00127 $X%wh $6878 8
9 ow (2,460) Gah 0.00807 $Kwh ($19.863) 9
$0 Variably Priced QF Energy 12,573 Gah $258.506 10
1 Other OF Including Capaciy Payments 9,013 Gwh - $1,301.834 . 11
12 TolalGF 21,586 Gwh 0.07229 $%wh $1.560,3%0 12
13 Norhwes? 2,491 Gwh 0.01537 $wh §38,265 13
14 Southwes! (Including Saves) {426) Gwh 0.02216 $xKwh ($9.440) 14
15 COWR 0 Gwh S $O 15
16 Other 4 Gwh 0.09222 $/Kwh 332 16
17 Sublotal Puichased Power 26626 Gwh 0.05921 $Kwh $1,576582 17
18 Valet for Power 13,865 Gwh 0.00006 $XKrh $823 18
1% Of Inventory Carrying Cost $1426 19
20 Gas Storage Camying Cost $0 20
21 Variable Wheeling $147 21
22 Losses(Gains) on Fuel O Sales %0 22
23 Sublotal Energy Expense $2,062516 23
24 Less §% of Energy Expensa (AER) $O 24
25  Subtotal : $2,062516 25
26 Diadlo Canyon (DC) Settiemnant Revenues * 16,883 Gwh 0.09904 $/Xwh C 31672044 26
21 Excess O tnvenloty Catiying Gost S N £ A
28 Humboldt Nucleat D & O Cost AEENEE 11
2% Subtotal A $3.734765 2%
30 Afocation lo CPUC Jurdsdictional @ 0.99950242 $3,732929 30
3 Less: OG Basic Revenue Requivement $159.227 3
. $3.573,702 32
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PACIFIC GAS AND ELECTRIC COMPANY
Eteclic Depatment
Foredast Year 1537
ADOPTED ENERGY EXPENSES

Reviston Dale:  January ¥, 1997
Forecast Period: Twelve Months Beglnning Jenuary 9, 1937

(2}

ECAC REVENUE REQUIREMENT {cont)

Sublots! (from page 1) $3.573.702
Estimated ECAA Balance 0n January 1 {$49.700}
DC Salety Committes Fee $541
Less: Designated Sales Revenve [excl FFAU) $13484
Plus: SRAC Estimated Adjustment $5.000

Sudlotal $3.515,95%
Franchise Fees 8 Uncollectible Accounts Expense @ 000974 $3822%

TOTAL ECAL REVEHUE REQUIREMENT $3550.28%
Less: ECAC Revenue at Present Rates of January § ) ETRTER:S]
CHANGE INECAC REVENUE REQUIREMENT . ($56340)
AER REVENUE REQUIREMENT
9% of Energy Expense (Line 23) $0
Allocstion to CPUC Jurisdiction & $0
Less: Cesignated Sates Revenue (excl FFAU) ; $0
Sublotal 7 0
Franchise Fees & Uncollectible Atcounts Expense @ 0009734 ) $0
TOTAL AER REVENUE REQIAREMENT $0
Less: AER Revenue at Presend Rates of Janvary 4 %o
CHANGE IN AER REVENUE REQUIREMENT - . $0
ERAM REVENUE REQUIREMENT
Base Revenus Amount $1.388 812

Less: 19% DCBRR $165 458

Plus: 1397 OCBRR $180.727
Estimated ERAM Balance oa January § ($54.335)
Hazardous Substance Mechanism Transfet $102
Less: CARE Shortfan $30.997
Less: Designated Sales Revenues $15.90)
TOTAL ERAM REVENUE REQIRREMENT $3,263.007
Less: ERAM Revenue at Present Rates of Janvary 1 $3413.887
CHANGE IN ERAM REVENUE REQUSREMENT ~ .~ . T [$152,850)
CARE REVENUE REQUIREMENT ‘ E
CARE Shotfan $30.997
Estimated CAREA Balance on January § (3700
TOTAL CARE REVENUE REQIAREMENT ’ $30.297
Less: CARE Revenut at Present Rates of January 4 $32.452
CHANGE IN CARE REVENUE REQUNREMENT ' , ($2.555)

Total Change ($118.812)

(17

AER cosls 8¢ nchuded n ECAC cos!s.

3G HFN
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FACIFIC GAS ANDELECTRIC CONMIPANY
Electrk Departmeat
Farecast Vear 1932
REVENUE CONSOLIDATION
RELAYVIVE TOREVENUEAY FRESENT RATES

"
Addrerred In A 35 5400

Ltine

No. Resesse Elrmest

Revenves
3t Prosand
Rates
{$000)

L
Pending

and ot prot sedingy
ot 20

Revenve
Change
($020)

chr.in_
Reguiremend

13000}

Revenvg Revenua -
Change Requlrement
($000) (3000}

{2

Eneegy Cost Adjustment Clyuse (ECACH

ECAL Coss

S

i)

ISTIT02

(defe-2) 0]

357702

i

A $5-04-001
A96-04-004

OCPP Setiement Reverues:

18572044
Adstfor FERG

ke
(159,220

]
w
11
13
[ 1]
1
1%
1)
17

ess. Nel 1897 OCPP ECAL Expense.

1,514,997

Prs: DCPP ICP Revenues

1
?
3y
4
3 Afustior 1597 DCBRR
1}
1
s

Less DCPPICH FEU
Nel ECAL costs for 1997

£CAL Balance o0 Jeruny 1, 1997 *
OCPP Satety Cocwnites Fou

Less. Resaie Sajed

Py SRAS EsSmated Adustiment

Sublotal

FFAU Expense @ 6 009734
Total ECAC Revenus Requirement

AER Costs ™™
Less Resale Sales

Sublotal

32 FFRU Expense B 0LO9TM i
Yotal AER Revenue Requirement

1596 Base Revenue Amdunt -
Less: 1326 0C8RRA
Plus: 1991 0CERR
Hazardous Substence Mechanism Trenster

" Less: CARE Snortall

Less: Discounded Sales Reverwes
EsSmated ERAM Balence on January 9, 1537
Suticial in A 95-04.001

Costof Laphal incresse

Oiatio Canyon Sunk Costs

© 0 tess 19970C8RR
Aogelsiics Anual Amiizelion (1937 porsony
Less. Angaisilica Sebes Credt .
Less: Argelsiitca Revenue Requirement

Base Revenys Filing

Subicial in oher proceefingy
Total ERAM Rw«m.t Regquirement

Caldorna Akernative Rates tor L nergy (CAREY

CARE Shordisl
Estimated CARE Account

AEAP

Other Revenue Reauirements

Balance o-ih'unryl

Annu3l Earmmg Assessmant Proceedng (AEAF

Caiormia Pubfic Uriiiies Comwmission Fees
Revenue Sor Transon Cost Recovery |

Tota! Retad Revenuss

Tolal Revenues

L113752

", Arnuat Energy Rase (AERY

3413887

o

[

413047

32852
15228 -

1518

L ALE]
- .
7.589 381
Aran
753758

1511997
[ o R4
5836

14511997
808,486
3858

[ R 145

(1421635

TR
{49,700

3368512
156,468
160177
. 102

39457
1550
134,566}

641
13.e84
$.000

ISIBA59

(563,407

3388812
156,468
160377

- {02
3,997

15903 .

54.9686)

1479669
150377

TTtansa

132091

@.555)

9153

‘-

153850

o

3.261.0%7

(5,306}

14719669
150377
R} 3

M
2525
2000
LR
154231

4735258

20897
ao

R Y

230

1518

L AR
153,650
7.5€3.381
41,377

763758

* Jaruarg ) ECAC bataice does nol refect Avice Letiers 1973.6 and 1505-E refated 1o UEG refunds.
= The sdopled decision in e AEAP proceeding iy anboipated 1o be issued tondurenty with he ECAL.
= AER costs ae hduded in ECAL Costs. - -

I ATV

(5265 3261037

5.305;
]
o
76
231
25825
2000
s
1640230

(5.306)

150.63%

2479 3418356

30,597
G

30,237

220

1518
N
-0

1,035,067

a3
3554314

180,638

7082.444

- AS503034
ASS030H
A960305¢

Ad0e008
A 96.04-001
AS604001
pos 12628

AS6-04-001

A G000t
A 9604061

- ASSHL001
AP604001
AS5-04-001
AS6-04 00§
AG504-001

ASE05022

ABE03054
A96-63.054
0. 96-05-061
0. 9606061
0. 5606051
05500037
Advice 1614 £
Adcs 1612-EA

A 9504001
AD6-04.001
A96-05.002
A96-04-001

0911058
AS08001, et 8.

© D.9512.058

T N X R RV
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APPENDIX B

PACIFIC GAS AND ELECTRIC COMPANY
Electric Departmeat
Forecast Year 1997
REVENUE CONSOLIDATION
RELATIVE TO 1996 ADOPTED REVENUE REQUIREMENTS

195

117

Adopted Nustrative
Revenue Revenus Rivenue
Requlrement Change Requiremant

15000} {$000}

(500¢)

Source for 19%
Adopted Revetus
Requirement

() ®)

Energy Cost Adjustment Clause {ECAC)

ECAC Costs

OCPP Satfement Revenues.
Adustfor FERC

Adnust bor 1597 DCBRR

Less: Net 1937 DCPP ECAC Expense.

3,563,643 1,057
1572044
(829)
(180.317)

1.590.447

i)

3802

1}

A 504002

s OCPR ICIP Revenves
Less DCPPICH FAU
Net ECAL cos's for 1397
ECAC Balance on Jaway t 270866 {320.568) (43700}
Less: Deferral ] -]
OCPP Safely Commttes Fee 673 ©2) 644
Less: SO2 Alowances 173 {173) °
Less: Resals Sales FIR T [eX 130 1AM
Prs: SRAC Estmaled Adustiment [ 5000 50600
Sublotat INIE (2971.595) 3516458
FESU Expense @ 00097 | : a2 2.4%) 2%
tess: FFAL) Expenss Assoiialed wih Deferal ° )
Total ECAC Revenus Requinmmaent 3,350,796 (330,411) 3550385

Annual Energy Rate (AER)

AER Cosls 195,331 {195.331)
Lesy: Designated Safes Transactions 1o Resale Cusionensy 213% (2.415)
Subtots? 134,272 (154.272)

FFRU Expense @ O 007 1831 083
Tolal AER Revenus Requirement 195,449 (196,163}

1997 Base Energy Revenue equirernentt

1596 Base Revenue Amound JULEN 1192878 A S2-1 2065 A$5-050146
Prs: TEFRA AmortizaBion 28% {2.537)
Less: Geysers 15 Offset Recovery 1750 (1.750)

KNet GRC Revenue Requirtmeni b RIEXFL] {3.243.421)
Less: Other Operating Revenues . 47317 @ran

Nel GRC Smpact on Retal Rates 32020448 €3.202.048)

W R e SN

Diatio Canyon Basic Revenve Requivement {(DCBRR)

1396 DCBRR 166,458 A 9412008

Prs: 1997 DCBRR W7 A §4-12005

Less: 1997 OCBRR )

Less: OCPP Decommissioning1RS Rufing 3416 A 8412005
Angelstica Anowal Amoctza%ion (1537 porion) e A S-1200%
Base Revenus Fifing 164,238 7 A 5t 03002
Cost of Capital {5.306) A5 0420288505016
Diablo Canyon Sunk Costs o
1596 Base Revenue Amcunt 4334390 3854842

{continued on the nexi page)

**4 AER costs are Inchuded in ECAC oosls
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APPENDIX B

PACIFIC GAS AND ELECTRIC COMPANY
Electric Department
Forecast Year 1997
- REVENUE CONSOLIDATION
RELATIVE TO 1996 ADOPTED REVENUE REQUIREMENTS

1% 1992
Adopted Mustralive
Revenoe Revenug Revanue Source foe 1336
Ling Requirement Change Requlrement Adopted Revenue -
No. Revenue Eleent {$000} {5000) {8000} Regquirement
(s} () <) [C]

{continuéd from the previdus page)

Estimaed ERAM Ba'asce on Javuay § o4 526 {159.512) A $5-04-002

Hazardous Substance Mecha~ism Trans'er S$41% {533y
Helms Adusiment Acoount Amactizabion ']

Low Emission Vehicle (LEV) 614 [L32)]
Less: Angeisitica Reverwe Requirement )

Lesy: Angelsitica Sales Cres e

Less: CARE Shortrall nan (214)
Less: Consenvalion Financing Acoount {CFA) Tras'er 0 €50y
Less: Demand Sde Management (DS} Refund 11,378 {11.378)
Less: Desigraed Sa'es Revence 10647 (54.704)

Total ERAM Revenue Requlrement 3,365, 841 £0.%2%

[ 1] Caliorma Alternatsve Rates tor Energy (CRE):

CARE Sho¥al . M2 {214)
EsSmated CARE Ascount Ealance oa Sanuary 1 2543 (3.24Y)
Tolal CARE 33,754 £3.457)

Annuat Earming Assessmant Proceeting (AEAP)

Energy EMciency Incentive Peyments 15 9.555% 213% A S50

Other Revenue equsrements-t
Conservaton Fnancing Adpustment (CFA) 1434 24 1.518 A §5-04-002
Calfornia Public dies Commission Fees 5,55 143 .11 O 81-11058
Reverrye for Trans Bon Cost Recovery ] 0
Totat Relail Revenves TA74,852 (413.785) 7035067
Other Operating Revenues 47377 [} 82377
Tolal Revenues 72,5229 (433, 745) P X P ETT] AS4-312-00%
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PAGIFIC GAS AND ELECTRIC COMPANY
Electric Department - Forecast Year 1997

FOREGAST BY REVENUE ACCOUNT
(THOUSANDS OF KWH)

REVENUE ACCOUNT: : TQTAL

-

RESIDENTAL ' , ) 25456504

LIGHT AND POWER:

SMALL ' 7.028618

MEOIUM . 20815145
TOTAL 27843764

LARGE UIGHT AND POWER:

CCSF INDUSTRIAL 1025117

OTHER ACCOUHT 358 . 16652 338
‘I’O‘IAL 17,678 056

QRN N AN -

PUBLIS AUTHORITY 353.000
RAILWAY 300,000
AGRICULTURE . 3.757.964
STREET LIGHTING 442,044

P N P A RRSCR NP N -

NONCPUG:

INCREMENTAL SALES{1) 535,600
OTHER RESALE(Y) 285,115
INTERDEPARTMENTAL 153,670
TOTAL PGAE SALES . 76806712

LUAF 6,855,804
ELECTRIC DEPT USES 2908

TOTAL PGRE SALES AND LOADS 83693224
LOAD SUPPLIED 8Y OTHERS:

-SMUD o 8.933,800
OTHER AREA LOAD 14.308 581

TOTAL AREA LOAD{2) 106,935,620
SALES OUTSIDE AREA 530,300
TOTAL PLANNING LOAD : 107,465,910

'PARTS MAY. NOT $UM () TOTALS OUE 10 Rounuma o
(1) LINE 12 REFERS TO DESIGNATED TRANSAGTIONS TO RESALE
CUSTOMERS INCLUDED IN THE CPUC JURISDICTION FOR
RATEMAKING PURPOSES,

LINE 13 REFERS TO OTHER FERG JUR!SDIC'I’]ONAL SALES
FORECASTS IN REVENUE ACCOUNT 358,
{2) TOTAL AREA LOAD DOES NOT INCLUDE ouw-omnu PGSE SALES.

" Source: PGAE Appiication 55-04-001 Forecast of Eleciic Operations, page 3-8.
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APPENDIX B
PACIFIC GAS AND ELECTRIC COMPANY

Electric Department
Forecast Year 1997

Northwest Economy Energy Prices

Mills/kWh

Month On-Peak Off-Peak

January 1997 | 18.8 18.5
February 1997 18.6 18.2
March 1997 17.4 16.9
April 1997 18.2 17.6

May 1997 15.7 15.1
June 1997 149 14.5
July 1997 . 145 14.5.°
August 1997 17.1 16.9
September 1997 18.7 18.2

October 1997 18.3 18.0
November 1997 18.9 18.7
December 1997 19.8 19.6

1
2
.3
4
5
6
7
8
9

(-2~ B - S B S

-
[
=

ot
p—

Y

b
—
N

31197, 4:41 PM




A96-04-0001 ALJ/AVG/rmn ®
Encrgy Division / WSM / Final Ver.3 page 1001 12

APPENDIX B

PACIFIC GAS AND ELECTRIC COMPANY
Eléctric Department
: Fofécas'_i Year 1997

1997 AVERAGE DISPATCH GAS CQOSTS

Line . Price.  Line
No. Month ($/Dth) No.

January 1997 197
February 1997 1.96
March 1997 2.01
April 1997 202
May 1997 1.94
June 1997 1.82
July 1997 1.74
August 1997 1.78
September 1997 1.82
Octobei 1997 1.79
November 1997 1.94
December 1997 2.15
Simple Average 1.912

1
2
3
4
5
6
7
8
9

N2 Q0 W N G e D e
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~ APPENDIXB

PACIFIC GAS AND ELECTRIC COMPANY
Electric Department
Forecast '\;car 199_7

1997 SAN JUAN, PERMIAN AND ALBERTA MAINLINE GAS PRICES

, ‘San Juan  Permian Alberta  Line
- Month Mainline ~ Mainline Mainline No.
($/Dth) ($/Dth) ($/Dth) " -

January 1997 | 1.49 1.74 115
February 1997 1.44 1.73 R A
March 1997 1.39 178 1.23
April 1997 1.38 1.79 1.24
May 1997 1.31 .71 1.10
June 1997 1.24 1.60 1.02
July 1997 1.17 1.52 0.88
August 1997 _ 1.27 1.55 0.83
September 1997 1.35 1.57 0.87
October 1997 1.34 1.55 - 0.94
November 1997 1.42 1.66 1.06
December 1997 1.50 1.85 1.20
Average 1.36 1.67 1.06

o 000NN W N -

|
2
3
4
5
6
7
8
9
10

p—

[
—
—

—
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APPENDIX B

PACIFIC GAS AND E‘LECT RIC COMPANY .

Electric Department

Forecast Year 1997

AVERAGE COSTS OF POWER PLANT GAS®

($/DTH AT THE BURNERTIP) o

Month

Total Gas
Cost
($000)

UEG Gas

Requirement

(MDth)

 Average

Rate

Line
No.

10
11
12
13

O 00 W O\ N DN

January 1997
February 1997
March 1997
Apnil 1997
May 1997
June 1997
July 1997

August 1997
September 1997

October 1997

November 1997 |

Deécember 1997
Average

38,136.83
34.366.52
26,191.70
34,723.95

25,339.12

26,440.44
30,749.53
49,064.51
 46,796.62
40,984.11
31,178.80
30,441.33
414,413.50

17,182.70
16,252.50
12,0130
16,599.00
13,303.00
14,180.10
17,202.20

25,500.40
22,832.00
120,525.30

14,523.30
13,619.80
203,740.70

($/Dih)

222
2.11

218

2.09

190
1.86

1.79
1.92
2.05
200
2.15
224
2034

10
11
12
13

The monthly average cost of gas is calculated by dividing the total cost of gas by
the forecasted monthly throughput.
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APPENDIX C

PACIFIC GAS AND ELECTRIC COMPANY
1997 ECAC/1995 REASONABLENESS CASE
© A.96-04-001 ,
SUMMARY OF UNCONTESTED ISSUES

A. UNCONTESTED RESOURCE ASSUMPTIONS

Area Load Forecast (exkuding deliveries out of area) - June forecast
ECAC tesl)ear Jan. 1997 « Déc. 1997 106,935.3 GWh

" Hydroelectric Generation - May snow survey

2. PG&E ownéd Hydro wlo Helms 13,773.1 GWh
b. [Imigation Districts 54312 GwWa
c. USBR (WAPA) Hydro , 46478 GWn'
d. NCPA _ 5660 GWh
e. SMUD T 1,694.8GWh
f. CCSF 1.964.8 GWh
g. MID/TID _ 5250 GWh

" Helms Pumped Storagé
Three uaits with a combinéd gentrating capacity 6f 1212 M\V and pumping capacity of 566
MW, Inflows and water management operations modcled through PROMOD EXCH tecords.

Southwest an Purchases « 23.1 GWh'
Firm energy and purchase from the 24 MW Etm anda hydro unit. Purchasé amount based on
contract estimaté, . .

WSPP Out-of-Area Sales - 530 3GWh -
Noa-firm off-peak sales based 6n 1990-1995 rcco;dcd data and cmptoys the approach adopted in
ECAC Dccmon 95-12-051.

. Southwest Miscellaneous purchasés by PGRE + 324.0 GWh
: Fixed off-peak purchas¢s based on historical quantities.

California Powér Pool Purchases' ‘ |
- Economic eneigy purchases assuméd at an incremental heat rat¢ of 11,000 Bew/kWh.

Sierra Pacific Purchases « 3.6GWh
Around the clock deliveries to serve PG&.E customers in the Ecbb Summit Area.

CCPA Geothermal - 639 9 GWh
Onz 62 MW unit availablé based on actual oPerauons Energy split 50% to SMUD, 40% to
MID/TID, 243 10% to CSC based oa ownership. -

10. NCPA Résources
a. NCPA Geothermals 1,261.6 GWh™ ’ :
Usit with ¢ycling opeiations « 238 MW oh- peak, 120 MW off-peak.
b. NCPACOG<338GwWn -
Fixéd firm unscheduled transaction based on historical quanm:es
¢. NCPACT: 7.0GWn
Fixed non-firm peaking transaction based on hxstomal quantities.
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APPENDIX C

PACIFIC GAS AND ELECTRIC COMPANY
1997 ECAC/1995 REASONABLENESS CASE
A.96-04-001
SUMMARY OF UNCONTESTED ISSUES

A. UNCONTESTED RESOURCE ASSUMPTIONS - Continued

1.  QF Generation ™
a. Firm capacity contracts modeled at their firm capacity ratings. Remaining QFs modeled with
average megawatts.
b. Giledy is scheduled to be cunaited in agreement with provisions of the fourth amendment of
the ¢onvact dated June 6, 1591, 100% variable.
¢. BAFis scheduled to be curtailed in agreement with provisions of the second amendment to the
contraci daied June 6, 1991. 20% fixed and $0% variable.
d. Crockett cogen is dispatchéd pursuant to the first amendment of the PPA.
¢. 162 hours of Option B curtailments are forecast duﬁng 1997, consistent with ECAC Decision
95-12-051. Option B QFs assumed to continu¢ delivering power during curtaitment hours and
reccne the alternate price. Non-standard curtailment provisions not tied 1o minimum load
conditions are forecast. _
f. Hydro capacity factor for 1996 is adjusted to reflect May hydro conditions.

12.  SMUD Resources .
a. SMUD Geothermal - 551.2 GWh
Unitavailability based on two year average historical outage statistics.
b. SMUD PV, SMUD CT - 7.8 GWh
Fixed ptaking ransaction based 6n historical quantities.
¢. SCE sales to SMUD « 1880 GWh
SMUD efected 300 MW contract capacity. Amount of energy purchased based on SMUD's
own forecast of expected purchases.
. SMUD COGEN - 964.7 GWh
Takes based on SMUD''s éwn forecast of expected generation .
. SMUD imports - 3,099.9 GWh
Impixts from both the Northwest and Southwest in amounts needed to balance their loads and
available resources (both ownéd and operated by them of purchased by them). Firm imports
reflect existing contractual agréements and additional amounts to meet spinning requirements.
Economy energy imports scheduled around the clock with more energy taken during the peak
hours.

13.  MID/TID in area resources.
a. MID/TIDCT- 7.0 GWh
Fixed peaking transaction based on historical quantitics.
b. MID/TID Combined cycle - 684.7 Guh
Takes based on the MUNK's éxpected operation of the units

4.  MUNI Imports - 1,657.4 GWh
2. 100 MW firm peaking contract, inceeasing 10 150 MW betw ¢¢n BPA and MSR with 592 GWh
of energy takes during the forecast period.
b. 50 MW firm contract betwéen NCPA and WWP, 100 MW firm contract between MSR and San
Juan reflecied. Takes based on contractual agreement and néeds.

' PG&E forecasts 21.615.3 Gwh of QF generation (inc!udirf 2 hydro QFs). DRA forecasts 21,.852.0 Gwh of
QF generation (intluding hydro QFs). Differences are due to the dispatchable Crockett cogen project.
2
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APPENDIX C

PACIFIC GAS AND ELECTRIC COMPANY
1997 ECAC/1995 REASONABLENESS CASE
A.96-04-001
SUMMARY OF UNCONTESTED ISSUES

A. UNCONTESTED RESOURCE ASSUMPTIONS - Continved

14.  MUNI Impoats - continued
¢. Additional non-fum purchases in amounts neaded 1o balance Lhcu 16ads and available
tesources (both owned and operated by theém of purchased in the area). One-half of the purchases
scheduled arcund the clock, with the rcrnanmng scheduled during thé daytime.

15.  Northwest for WAPA - 3517, 6 GWh
Forecast based 6n WAPA's estimaté of firm purchases under their éxisting lon g-t2rin contracts.
WAPA's remaining interti¢ atlocation is assumed fitled up with noa-firm purchases during 6a-
peak hours. .

»

16. Nosthwest for PGEE
a. Energy availability up to the lme enm]emcnt oa the AC liné and the DC lines, 6.6% forced
outage rate on the DC liné to account for forcéd outageés, and AC Ioop flow causmg 10% line
limitations from April through June.
b. Layoffs and AC/DC liné ¢apacity sw aps between participants in the COT project and PG&B
reflected.
¢. Transmission 10ss¢s are 6% on the AC Imc and 7.5 % on the DC lme
d. Existing firm exchange ¢ontract with Puget Sound Power and Light reflected.
¢. Initial seed runs for determining economy energy prices based on methodology adopted in D.
88-11-052.

17. DiabloCanyon - 16.883.5 GWh'
95% operating capacity factor based on sum-of-the-years digits for the tast four comp!c‘ed cycles.
One 45 day refueling outage starting in April 1997 is reflected. One week ramp-up is assumed
following the refueling outage.

18. Geysers Units' .
Unit availadility baséd on average historical forccd outage statistics. Steam supply limitations
modeled as capacity derations. Forecast teflects the Steam Sales Agreement with UNOCAL
which supplies steam to 12 of the 14 units.

19. Conventional Thermal Plants®
Unit availability based on five years’ average historical foiced outage statistics. Heat rate data
based on latest IHR curves. Heat rate performance factor as follows:

i1 Uni P Fossil Uni Pexc
Pittsburg 7 1.25 Morro Bay 1.2 .
Moss Landmg 6.7 1.65 Pitsburg 1,2,3.4

Contra Costa 6,7 1.80 Hunlters Point 4

Moo Bay 3,4 1.88 - Huaters Poinmt 2,3

Pitsburg 5.6 KR X Humboldi Bay

Potréro 3 1.73

20. Combustion Turbine Units' )

Unit availability based on five year average histbrical forced outage statistics.
* Geatration focecasts differs between PG&E and DRA®s production simutation runs due to the differeat
assumptions in the dispatch price of gas.

3
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APPENDIX C

PACIFIC GAS AND ELECTRIC COMPANY
1992 ECAC 1995 REASONABLENESS CASE
A. 96-04-001 _
SUMMARY OF UNCONTESTED ISSUES

B. UNCONTESTED MODELING CONVENTIONS

Dispatchers Risk Avession Feature
100% of weekends, zeco weeknights and weekdays.

Minimum Thermal Generation
Use in PROMOD the minimum fuel bumn feature o assure at feast 379 GWh 4 month géneration

from (h¢ conventional thermal générating plants.

. MustRun Units
Combination of désignating units al must fun of usé of PROMOD's area protection feature. Al

least seven units aré maintained on line, with additional units during the summer peak period as
described in Appendix F of PG&E's Foredast of Electric Operations Report fited in Application

95-04-902.

Mnmmum Load Conditions
Backdown otdes accoiding 1o economic and contractual rules as shov.n ot pages 4-33and 4. 24

of PG&E's Forecast Report. 1n PROMOD, FRPL recocds are used 1o mimi¢ the backdown order.

Mmlmum Downtimé
72 hours for 750 MW, 48 hours for the other classes of units.

Spinning Reserve Requirement
7% weekdays, with 404 MW adjustment for Helms. 7% weeknights, 7% weekends.
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APPENDIX C

PACIFIC GAS AND ELECTRIC COMPANY
1997 ECAC/ 1995 REASONABLENESS CASE
A.96-01-001
SUMMARY OF UNCONTESTED ISSUES

C. OTHER UNCONTESTED ISSUES

1. Incremental Eneigy Rate (QFIER)
9.603 Btu/XWh, pursuant 10 Decision 95-12-051 which adopted a 2-year QF Setlement
Agreement. :

2. QFO&M Adder™ )
1.2 mills’kWh, pursuant to Decision 95-12-051 which adopied a 2-yéar QF Settlement

Agreement.

3. Entigy Reliability Index (ERD)
The ERL equals 1.0, The ERIis used to calculate the capacity payments to QFs under as-available
offers and is subject 1o change, once the final decision is issued in Phase 2 of PG&E's 1996 GRC
Application 94-12-005.

Distillat¢ Fuel Oil Inveatory '
Annual average inventory level of 92.000 barrels.

Variable Wheéeling Expense
“The $147,000 estimate of variable wheeling expense is based on 1995 recorded wheeling expense.
Variable wheeling expeases do not include transmission capacity fot Southem San Joaquin Powet
Authority.

Dispatch Cést of Gas
s, The Permian basin of the San Juan basin is the incremental source for UEG fuel supplies,
depending on the foiecast of UEG demand.
b. The compontnts of the dispatch cost of gas are the commadity cost of gas,
brokeced/discounted interstate demand chasges, interstaté volumetric charges, intérstate
shrinkage charges, intrastate shrinkage charges, and a credit for reducing: future ITCS charge.

Compliance Reports
o Franchise Fees and Uncollectible (FF&U) Factor study -- Pursvant to Décision 95-12-051,

PG&E performed a study of the FF&U factor as a function of FF&U rates rather than dollor
amounts adopted in GRC. PG&E recommends thatits current methadology be retained fot
calculating the FF&U factor. .
Nocthwest Economy Energy Price Stedy «« Pursuant 1o Decision 95-12-051, PG&E
performed a study of the variables that influcace Northwest economy energy prices. PG&E
recommends using its current methodology in which the price of economy energy purchases
from the Northwest are based on a percent of the thermal inceemental costs. DRA
recomménds using oné of the regression formulas from the Northwest economy en¢igy price
study 10 develop the price of economy energy purchases from the Northwest.

“ As stated in the second PHC, dated June 19, 1996, the second phase of this proceeding will address oM
double tecovery, if necessary, (Pursvant to Decision 95-1 2-051, PG&E performéd 3 study 6n the double
recovery of fixed O&M costs through capacity payméats ahd standby and tetired plant components of the
O&M 2dder). Hearings in the second phase will be held in the spring of 1997,

5
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APPENDIX C

PACIFIC GAS AND ELECTRIC COMPANY
1997 ECAC/ 1993 REASONABLENESS CASE
A.96-04-001
SUMMARY OF UNCONTESTED ISSUES

C. OTHER UNCONTESTED ISSUES - Continued

2. Compliance Reports - continued

Typical Week and Weekly Dispaich Option in PROMOD -+ Pursuant to Decision $3-12-051,
PG&E performed a study which compared PROMOD typical week and weekly dispatch
opnons PG&E recommends using the current t) pical week option. DRA also uséd the

typical week option,
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The 1997 ECAC decision incorporates an estimated adjustment of $5
million to accomodate the formula changes adopted for PGL4E in the
Short Run Avoided Cost {SRAC) decision issued 12/9/96, D.96-12-
028 for 1997 only, due to the significant cost estimate provided
by PG&E and also due to the last minute calculations requested.
Theé text below provides the data réquest response to the Energy
Division of the CPUC.

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

As noted above, PG&4E's estimated actual gas prices for
October/November/December were used to determine the revised QF
expenses for 1996. These are shown on Attachment 1.

For 1997, monthly gas pricés were developed based on the
AlJ's September 23, 1996 resource mix ruling which directed that
an aveérage of ORA and DRI forecasts be uséd. 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 El Paso and
Transwestern pipelines. The Malin border price consists of the
forecast basin price for the Alberta basin plus the forecast
transportation cost to Malin on ANG and PGT. These prices are
based on border volumes, which are inclusive of the 1.75% needed
for intrastaté shrinkage and do not include intrastate
transportation costs.

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

The SRAC pricing methodology adopted 12/9/96 in D.96-12-028
PG&E is also attachead. ) .
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APPENDIX C
(CONTINUED)

CALCULATIONS FOR SRAC PAYMENTS
BASED ON D.96-12-028




* | s s

SRAC Payment Calculation Based on SRAC Transition Formula Appeoved by CPUC on 1231996

Pn = (PoePo”((GPGPoNG PO Factor'TOU

100~?0;96'v

PO - GPo Factor
22013) 1,63  0.7875
=1 BT48 |V ALET] . 0.BTI0.

TOU = Time-ohUse factor, calouaied us foflows:

ual /OAV/ eIV

Sumper: Anter
Peak ' 4,066
Pacial-Peak 1,022 PartalPesk
Off.Peak by month*] Qft-Pesk |~ Vares
Super ON-Prak 0,946 Super OffLeak,

[Cailformia Border Gas Prices:
(S/MMEBIY OchiB]__Nowd%
Topock 1.0 Z.61
M3lin 1.35 235

Avarage 1,54 2,40

0 XIGNHAddY

P (TOU » 1) 1.959 3.365
(Centsfionty)

Noe
Pn (TOU = 1] estwnated for October, Novernber,

WWWN 12/17/96

Ttorce




PGRE
1997 ECAC/1995 REASONABLENESS CASE
QF REVENUE REQUIREMENT Run;12/16/96-
(DOLLARS) - '
Based on June Update 6/1/1996
SRAG Energy Payments Revised 12/16/1996

" 100-70-96" ¥

L ————— —— A5 1} Wy W bW

OCTOBER NOVEMBER DECEMBER Total 1996
1396 1988 1996

uRI/oAvV/ LTIV

As-Del Capacity GBRABD  STSIBA  SS1M2  67.990852
Firm Capadity BAB909° UAZEM  1AMZSIE  MRASLITE
Fhied-Energy (Before G 61,290,498 57,400,438 58,805.078 785,160,154

Cunt Benefit-Fixed Ener 0 0 0 6,795,020
NetFixedEnergy =~ 61290488 57,400,438 58,805,078 778,385,134

0 XIAN3ddy

Variable Energy (Before 19,333,155 31,659,289 45073414 257,706,179
Curt Benefi-SRAC.Ene 0 "o S0 -7.089
NetVatable Energy 19,333,155 31659289 45070414 257,698,080

Coniract Amendment 855729 1113022 8415729 121040428
& Pay-for-Curtaitmaent, - '

1. Nochanges in capacily expenses, fixed energy expenses, and contract amendment & sz-hr-Curt:lmntexpe
2. The varlable energy payments for Qctober, November, and Decamber of 1996 have been revised from the June
The SRAC prces for these 3 months were updaled o reflect our current estimate of (the variable energy prices
- Commission’s December9 Dechyon on SRAC Transition Forma,. - However, the actual Qf energy prica postn

based onthe SRACUnrmﬁon formula. m not yet avaiable.

VWWWN 121796
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Attachment 2

SRAC Transition Formula and CoefTicients for PG&E

PG&E’s SRAC Formula uses two seta of coefficients: one set for winter months (November
through Apnl) and one set for summer months (May through October). The formula and
seasonal coefficients are as follows:

P, = {Po + Po *{(GP, - GPo)/GPo) * Factor } * TOU

SRAC pnce for posung peniod n,.
Starting energy price, based 6n 12-month averages of recent, pre-
January 1, 1996 SRAC energy prices paid by each public utitity
electrical corporation to non-utility power generators,
Gas pricé for period , at the California border,

GPo ~ Starting gas index price based on an average of California border
index gas pnces for the same annual peniods as the starting

) energy price;
Factor Gas factor, and

TOU Time-of-Use factor, calculated as follows:

Summer

Peak 1.065 ..

Partial-Peak  1.022

Off-Peak [No. of hours in Month n + (1/065 * No. of -
Summer Peak hours in Month n)- (1.022 * No.
of Summer Partial-Peak hours in Month n) -
(.0946* No. of Summer Super Off-Peak hours
in Month 2))/No. of Summer Off-Peak hours in
Monthn

Super Off-Peak 0.946

Winter

Partial-Peak  1.032

Off-Peak {No. of hours in Month n - (1.032 * No. of Winter Partial-
Peak hours in Month n) - (0.950 * No. of Winter Super
Off-Peak hours in Month n)}/ No. of Winter Off-Peak
hours in Month n

Super Off-Peak 0.950
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Attachment 2 (cont’d)

PG&E SRAC
Formula Seasonal
CoefTicients ‘
Season Po . GPo
_ . (;’x_ii) : (s'fxtiﬁcén)'
Winter ‘ 23973 . ‘ 16394
Summer 1.8748 11.4457

(END-OF ATTACHMENT 2)
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APPENDIX D .
PACIFIC GAS AND ELECTRIC COMPAN
1997 ECAC 1 1995 REASONABLENESS CASE
A. 96-04-001

COMPARISON OF CONTESTED ISSUES
| ISSUES N PGRE W@ = DRA |
A. RESOURCE ASSUMPTIONS | B

DRA uses oné Ol the No position stated.
fegression formutas from

the Northwest Economy

Energy Price Study to

develop the price of

S0NOMYy enetgy

purchases from the

Northwest

B. COST OF GAS |

DRA forécasts a total No position stated.
cost of gas fot UEG of
$427 miboh.

$1.90'Dth

PGAE proposes that
Horthwest économy
engrgy prices are based
on a percant of the
themal incrementat cost

Nérthwest Energy
Pricing

PGRE forecasts 3 total
cost ol gas for UEG of
$419 milibn.

Total Cost of Gas

Average Rate $2.46Dth No position stated.

No position slated.

Malnline Average Gas
Prite Fofecast
Methodology

Mainline Average Gas

- Price Forecast«

Permlan Basin
Mainline Avérage Gas

Price Forecast« San
Juan Bisin

Malnfine Average Gas

Price Forecast - Alberta

Basin

PGAE uses the basin
gas pricé forecast from
DRUMcGraw-Hif's May
1996 issue of Monthly
Natural Gas Price
Outicok,

$1.80Dth

$1.48Dth

- DRA developed it own
mddelusing atima
series method 10 forecast
basin gas prices.

$1.54Dth No position stated.

$1.23Dth No position stated.

$5.950th Na position stated.
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APPENDIX D
PACIFIC GAS AND ELECTRIC COMPANY
1997 ECAC/ 1995 REASONABLENESS CASE
A. 96-04-001

COMPAR!S ON OF CONTESTED ISSUES

ssus ) pose B ora L uRn
B. COSTOF GAS

$1.04Dth $1.70Dth N6 position stated.

Annual Avgnge Gas
Dispatch Price(’)

No position stated. No position stated.
(DRA appears to use the
memédobgy adéptedin
Decisioh §5-12-051
 whichuses the EtPaso
transportation rates as a
proxy for Transwestemn
demand charges).

PGE inchudes

. Transwestern demand
charges. UEG hoids
50,000 Othvday of firm
vranspor capatity on
Transwestein’'s San
Juan lateral and mainfing
pipefine, -

Transwestern Demand
Charges ‘

Total Ywoughputis

Total throughput is ‘
225517 MDh

191,737 MDth,
composed 6f
appitoximately 46,000
MOt of Canadian -
suppliés, 13,000 MDth of
U.S. Southwest supplies
via Trahswestemn and,
133.000 MDth Southwest
via EPNG. '

C. FUEL DIL INVENTORY

Heavy OF lnvenibcy = No position stated.

UEG Gas Supply No positon stated.

Fuel Oil Inventory Heavy Oft lnventory =

1.7 miion barrels which
aflows for approximately
3 weeks of operation at
PGAE's ol-capadle
plants.

Level

Fuel Oil Camrylng Costs  $1.369.000 -

* Nots: o ) <7

1.2 miioh barrels which

" altows for 2 weeks of

operation at PGAE's od-
capable plants. -

;1.068.000 ~ No position stated.

(") The ditferenctein PG&E s and DRA'; gas dispatch price are soloty causod by the basnn gu price
assumptions. The ditferences (a the dispatch prices and Northwest prices ate reflected in PGAE's and ORA's
PROMOD ruris, which then produces different genesation tesdurce mix results (ie., conventional thermal,
geothermal, Crothett cogensration, 3nd econsdmy enetgy puichases). Attachmepnt § ccbmpam the ditferent
fesoucts mix results and the impacl on the production sxpanses.

_Page 2
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ECAC/AER/ERAW/
CARE Revenus
Requirement Change

Consolidaﬁon ol
" Proteedings |

Double Counting of the
End-ol-Year 1956
ECAC Overcoliection

Hotle: ' -

ALJ/AVG/rmn

: APPENDIX D
PACIFIC GAS AND ELECTRIC COMPAN

1997 ECAC 1 1995 REASONABLENESS CASE

A. 96-04-001

PGAE proposes an
ECAC/AERERANW
CARE tevehue
tequireme~t decrease of
§$572 miion. ’

PGAE proposes to
consondaters -
ECAC/AER/ERAMN/
CARE fevenia -

tequirernent decrease’

with the electric fevenue
requirémem outcomes
trom the following
pioceedings: Diable
Canyon, 1997 Base
Revenue, 1995 AEAP,
and 1987 COC.

PGAE maintains that
DRAémsinits
cakutation of the
additonat tate feduction
of $684 milmon because
that umbet indludes the
ohe-time refund of $88
mih, Consequenty,
DRA'S recommendations
resull in double counting

“the $88 mimoh 1996
ECAC end-ot-year
balance. Removal of the

$88 million reéults in a
corrected pumber of
$595 milbon.

ORA propo§es an
ECAC/AERERANY
CARE revenue . _
requirement decrease of
$684 milion.

ORA befieves PGAE'S
tequest o implément
the Diablo, Base
Reverue, AEAP, and
COC appicatons is
premature, inconsistent,
and inappropriate with
positions PGEE has -
takenin this
proceeding.

ORA recommends: (1) a
one-tme tefund to
ratepayers of thelr
projected $88 mimoa
end-ot-year 1395 ECAC
overcoliéction and, {2)
an addionat rate
teduction of $684 milion
in 1937 (™).

COMPARISON OF CONTESTED ISSUES
" issues §  PGsE | DRA

D. REVENUE REQUIREMENT & RESULTS OF

PERATIONS

© No position stated.

No pésiton stated.

No postion stated.

("} During PGSE's ctoss of bRA'a_’ witness Chlﬁc_z. Chatvez stated ihal'lhm was doubls counting in the $684
emiftion reductioh. The $684 million should be reduced by $88 inillion resulting in an additional rate teduction of
$546 miltion. . :
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APPENDIX D _
‘ PACIFIC GAS AND ELECTRIC COMPANY
' 1997 ECAC [ 1995 REASONABLENESS GASE
®  A.96-04-001

COMPARISON OF CONTESTED ISSUES

E. RATE FREEZE PRDPOSAL AND RATE REFUNDS »

Rate Fm;e Proposal
and Rate Refunds

Note!

In PGAE'S Motion, fied
August §, 1995, PGAE
proposes that thé CPUC

adopt anintedm efectic

rate freeze beginning
111197 and lastng vt
the CPUG issues 2
decision on the Diable
CanyoivRale Fréeze
Propdsal. PGAE
peoposes 1 refund with |
wtetest the difference
between the intedim rate
freeze and the rates that
would have beshin’
eedt beginning o0
11197, in the event that
the Diablo CanyoivRate
Freeze Proposalis nol
adopted. e
Commission adopts
PGAE's Disblo
CanyoivRate Freeze
Proposal, all balancing
actount overcolections
would beusedto
accelefate retovery of

Diablo Canyon banstion

costs trdugh 2001, as
well as, socelerate
recovely of ts 6thér
utilily genération
transtion costs,
inchuding associated
teguialody assels.

DRA‘s respOnse o

PGAE's August 9
Mobon i is dus.
Septembét 6, 1596,
However, in DRA's
dredt fiing, ORA
proposes that (1) the
ECAC batancing
account dvercoliection -
3s of 1231796, which
DRA #itimates a1 $88

milioh (), be retumed

10 ratepayers lhrbugh a
ons-vme fefund; (2) the
CPUC suspend
implementation of
furthet ECAC rate
teductions telated to
1997 operations unti
33197, 6athe

assumpbon that this wﬁ _

afiow the CPUC 10
complete as analysis of
PGAE's Diablo

‘CahyotvRale Freeze

Proposat, and (3) a8
ECAC fevenues
asérued from 11197,
vt the CPUG issues a
decision in the Diabld
CanyorVRaté Freeze
Application, bé refunded
1o ralepayers.

TURN agrees with
ORA's positon 60 the
teatment of the ECAC
balancing adbount -
overcolection as of
1231196 and is sTleal bn
the implementation of
furthet ECAC rate
teductions related to
1997 oparations.

(™} PGAES Ioncasl 1998 end-6t-yeat ECAC calculationis $64 mllhbm The dn'fnnnc‘ in PG&E s and DRA‘

forecast end-of-year balasce is dus to differant gas and production sxpenses forecasts for May through December

of the 1596 lead year,

é
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COMPARISON OF CONTESTED ISSUES

E RATE FREEZE PROPDSAL AND RATE REFUNDS

AER Mechanism PGLE suppods DRA_ s DRA reammends ethet  TURN ﬂémsé;s '
fecommendationto - (Y)tempdrarly reducing the AER rate 16
tempdrarily Suspehd the suspending the AER ot teflect the fower forecast
AER during the intenim  ~ (2) ¢rediing the ECAC ot PGAE's fuel and
rate freeze pariod balanting actount with purchased pawet ¢osls
pending a dedision in the portioh df the AER for 1697 and incteasing
" the Disblo Canyon which would be the ECAC rate by an
Apphcabion, coflecting revenues - equaland offs'-*tbng
' "abdve the ECAC amount
fo:etastexpenses ' -
during 1937 pending a
decision i the Diablo
Canyon Application.
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Appendix E

LIST OF ACRONYMS AND ABBREVIATIONS

AC
BAF

CSsC
CT
DC
DRA
ECAC
ER}
EXCH
FRPL
GRC
GWh
HR
Ics
MID
MsSR
MUNI
MW
NCPA
O&M
PG&E
PPA
PROMOD
PV
QFIER
QFs
SCE
SMUD
TID
UEG

UNOCAL -

USBR
WAPA
WSPP
wwp

alternaling current

Basi¢ American Foods

Bonneville Power Administatica
British thermal unit

Centra) California Power Agency
City and County of San Francisco
ogeneration '
cogenéralion

California-Orégon Transiission Project
City ¢f Santa Clara

combustion turbine

direct currént

Division of Ratepayér Advocates

" Enérgy Cost Adjustment Clause

Energy Reliability Index

Exchange. Acronym used in PROMOD.
Fuzl Replacement. Actonym uscd in PROMOD.
General Rate Case

gigawalt-hour

Incceméntsl Heat Rate

Interstate Transistion Cost Surcharge
Modesto Irrigation District

Modesto, Santa Clara, Redding
municipal utilities

mégawatt

*Northern Califomias Power Agency

operalion and maintenance

Pacific Gas and Eléctric Company

Purchased Power Agreement

Production forecasting model owned by Energy Management Associates (EMA).
Photovoltaic

Qualifying Fatilitiés lncmncna] Energy Rate

qualifying facilities

Southem California Edison Company

Sacramento Municipal Utitity District

Turlock Mrrigation District

- Utility Elégtrie Géndration -

Union Oul Cormipeny ofCahI'orma
United States Buresu of Réclaimation
Westémn Area Power Administration
Western Systéms Power Pool
Washinglon Water & Power

[}

(END OF APPENDIX E)
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DEC 2 6 1996

Decision 96-12-080 December 20, 1996
BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATRE OF CALIFORNIA

Application of Pacific Gas and
Blectric Company for Authority to
Adjust Its Blectric Rates Effective
January 1, 1997, and for Commission
Order Finding That Electric¢ and Gas
Operations During the Reéasonableness
Review Period from January 1, 1995
to December 31, 1995 Were P1udent.

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

S Saatt S et St Sug St St St

(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 million in this ploceedlng, effectlve
Janualy 1, 1997. The reduction in PG&E's fuel-related revenue
requirement will be offset by an increase of $164.5 million in
other proceedings. The four elements of decrease in this
proceeding are: (1) a reduction in Energy Cost Adjustment Clause
(ECAC) revenues, which cover 91% of PG&E's enérgy expenses and
amortjization of a forecasted overcollection in the ECAC balancing
account; (2) a reduction in Annual Energy Rate (AER) 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&B's Electric Revenue Adjustment Mechanism
(BRAM) 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.’
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Table 1 below shows the authorized decrease,1 relative
to revenues at present rates:
TABLE 1
Summary of Revenue Regquirement Decréase
Revenue Change
Rate Element ($4m11110n81

ECAC : , $(563.407)
AER (1ncluded with ECAC) {0.0)

ERAM revenue requ1rement : (152.850)
CARB ) 2.555)

Total in this proceeding . $(718.812)

Other Proceedings

ERAM in Other Proceédlngs o $160.635

Cost of Capital Proceeding (5.3086)

Annual Enelgy Assessment - ,
Proceeding . . 9,169

Subtotal Othex Proceedlngs - $164.498

Total Change in Consolldated
Revenue Requirement ‘ $(554 314)
in a typlcal ECAC proceedlng,_PG&E‘s electric rates would
have been reduced by apprOX1mately 10% to account for the "$718.8
million decrease in authorized reVenue>requ1rement. ‘However, as
provided in the cost recovery plan PG&E filed in response to the

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




A.96-04-001 ALJI/AVG/rmn

ATTACHMENT A
Page 3
new Public Utilities (PU) Code § 368.2 PG&E's overall electric
rates will not be revised. Also, as provided in PG&E's cost
recovery plan, the projected oveércollections in PG&E'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 Backqground
On April 1, 1996, PG&E filed this application reguesting
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 thé rate case plan adopted in
Decision (D.) 89-01-040. As required by the rate case¢ plan, on
June 11, 1996, PG&B served its June Update and reélated 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 reqU1res electric utilities to file cost
recovery plans that provide, among other things, that the electllc
rates that were 1n 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 géneration-related assets
by applying certain oveéercollections towards recovery of the costs.
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proceeding, the Commission has transferred the functions 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&E served its rebuttal testimony on August 9, 19960

On May 15, 1996, the Califorhig;pcgenedeién‘CoUndiI, the

Independent Energy Produqegs/AsscéiatiOn; and the Cogeneration
Association Q§ Caiif0fﬂiéﬁfi1ed a motion requesting that a separate
phase and procédural schedule be established to - address the issue
of possible double recovery of fixed operations and maintenanée
(O&M) costs through the O&M addet3' PG&EB pays to QFs. PG&E and
ORA filed reésponses to thé'motioh.» — , :
on June 5, 1996;’Admini9trative Law Judge (AIJ)} Garde
issued a ruling outlining the scope and timing of the issues that
would be addressed in this proceeding. Ac¢cording to the ruling,

3 1In PG&BE's forecast year 1996 ECAé‘pfééeediﬁg.-the COmmiss{Oh."

in response to a proposal by DRA, made a finding that there may be
double recovery of fixed O&M costs through the 0&M adder that PG&E
pays to QFs. . ' . '

Decision (D.) 95-12-051 adopted a fixed O&M addexr for PG&E
through 1997 pursuant to a settlement betwéen PG&E and varijious
parties. The settlement provides that PG&E's O&M adder value and
incremental energy raté will remain fixéd until the end of 1997
unless the Commission adopts a new methodology for determining
short-xrun avoided cost (SRAC) payment to QFs in the Biénnial
Investigation {(1.89-07-004). D.95-12-651 also directed PG4E to _
present testimony in this proceeding regarding the possibility that
the current methodology for deteérmining PG&B'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.
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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 (IER) for 1997,,(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&R's operations during 19955,

On August 9, 1996, PG&E filed a motion for an interim
electric rate freeze pending a final decision in PG&E's Diablo
Canyon/Rate Freeze Application. A.96-03-054 (Diablo Application).
In the Diablo Application, PG&E seeks to modify the pricing |
structure for power geénerated at the Diablo Canyon Nuclear Power
Plant. PG&E also seéks to freeze its électric rates at_the
Januvary 1, 1996 level. PG&E filed its motion for a rate freeze in-
this proceeding subsequent to ALJ Barnett's ruling that a decision
in the Diablé Application will not be renderéd until 1997, PG&E!'s
request for a rate freeze is discussed later in this order.
Hearings : S
ALJ Garde convened pfehearihg conferences (PHCS)'On
May 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 were held from August 26 through
August 29, 1996. Other than the ORA and PG4E, only TURN
partlclpated in the evidentiary hearings.

During the eV1dent1ary hearlngs, ORA and PG&E stated that
they were able to resolve sevéral issues. The remalnlng conteésted
issues fall under two categories: (a) resource assumptions and
(b) revenue requirement. They are as~follows:
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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 Requirémént and Results of Operations

5. 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 meéchanism

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. |
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Uncontested Issues

The agreed-upon resolution of resource assumptions,
modelling conventions, and other uncontested issues is included in
Exhibit 11 which is reproduced as Appendix c? to this decision.
The agreed-upon resolution of issues included in EBxhibit 11 is
reasonable 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 workshop on resource assumption and
modelling conventions required by the rate case plan was not
necessary for this proceeding. Accordingly, the workshop was not
held.

On October 15, 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

PGLE 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 UEG is reported to the Commission 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 likely experience during the following calendar year. The
price of gas forecasted in this proceeding is the average price
PGLE is eXpected to pay in 1997.

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 Albérta basin. Typically, PG&4E procures less than 3% of
its gas for UEG 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 (DRI). DRI forecasts the Permian basin gas price
to average $1.80/decatherm (Dth), the San Juan basin price to
average $1.48/bDth 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,softwaré
entitled "Times Series Processor, Version 4.2." ORA used recorded

gas prices from various basins to project future gas prices. ORA
projects the Permian éas price to average $1.54/Dth, the San Juan
basin price to average $1.23/pth, and the Alberta basin price to
average $0.96/Dth.

Both PG&E and ORA claim their forecasting method is
superior. The following are some of the points PG&E makes in

support of its forecast:
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In the past four years, DRI's forecast accuracy
has been within $0.07/bth for the Permian and
San Juan basins and within $0.03/Dth for the
Alberta basin. The accuracy of ORA's forecast
is unknown.

DRI's gas price model includes numerous _
variables that affect gas prices, whereas ORA's
model only includes recorded past gas prices.

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

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

.~ ORA contends that DRI consistently forecasts prices of
gas that are higher than actual prices expeérienced. ORA believes
that its method of forecasting is innovative and forward-looking.
According to ORA, its independent analysis geénerates 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 1997 with absolute accuracy. While DRI's forecast
is used widely in the gas industry, it has had significant forecast

errors in the past. Forecast error is defined as the differénce

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 $0.47/Dth to $0.63/Dth. ORA's
forecast technique, however, is untried and does not have a record
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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 thé 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:

TABLE
' (§AQL_)

Permian San Juan Canadian
Mainline Mainline Mainline

January 1.74 1.49 i 1.15
February 1.73 1.44 1.15

March 1.78 1.39 1.23
April 1.79 1.38 1.24
May 1.71 1.31 1.10
June 1.60 1.24 1.02
July 1.52 1.17 0.88
August 1.55 1.27 0.83
September - 1.57 1.35 0.87
October 1.55 1.34 0.94
November 1.66 : 1.42 1.06
December 1.85 1.50 1.20

1997 Average 1.67 1.36 ) 1.06

Based on the adopted mainliné price of gas, PG&E
estimates that PG&E will use 203,741 MDth of gas at an average
‘pricé of $1.42705/Dth for a total cost $290.748 million. These
adopted values aré shown in Appendix B on Page 3, line 1. »
Northwest Economy Enerqgy Pricing

Operation of electric system simulation models requires
input assumptions about resource prices, including prices of
economy eéneéergy purchased by PG&E from the Pacific Northwest .
(Northwest). PG&E assumes that the pricé of Northwest economy
energy'is a fixed fraction of PG&B's incremental thermal energy
cost. That fraction or price ratio changes from month to month.
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ORA's methodology of computing the price ratio incorporates, 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 Bnergy Price Study5 performed by PG&E.

During the evidentiary hearings, PGLE's witness concéded
that ORA's methodology shQuld be used to compute Northwest economy
enexrgy price. We will adopt ORA's methodology of computing
Northwest économy energy price.

Fuel 0il Inventory Level

‘ PG&E uses natural gas for electric generétion; However,
PGKE maintains fuel oil inventories for use in its oil-capable
electric génerating units when the supply of natural gas is
inadequate to meét PG&E's generation requirements. This allows
PGL4E to maintain its electric system reliability. The Commission
allows PGLE to recover the cost of maintaining its fuel oil
inventory.

For 1997, PGAE plans to maintain a fuel oil ihVentory »
level of 1.7 million barrels which will allow approximately three
weeks of operation at PG&E's oil-capable generating units. PGE&E
plans to maintain 1,860 megawatts (MW} of electric generating units
with the capability to burn fuel oil.

ORA recommends that PG&E be-allowed to maintain a fuel
0il inventory level which will allow only two weeks of operation at
PG&E's electric generation units. In support of its position, ORA

5 in PGAE's 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
PGLE'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.

PG&E 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 o0il inventory of 4.5
million barrels for nine days of operations. PG&E contends that
any volume of oil iasts for more days if only a limited number of
units burn 0il, 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&B's requésted thrée-week oil inventory with Edison's
nine-day 6il inventory is wrong, beécause it does not indicate how
much energy from oil-fired units each respective utility is
projécting in case of gas shortage.

PG&E 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 genérate
electricity using fuel oil, PG&E would need to maintain a level of
fuel o0il inventory which will allow it greater flexibility to meet
its load requirements 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 PG4E to maintain a fuel o0i) inventory level of 1.7
million barrels for 1997.

Transwestern Demand Charges

On July 13, 1990, PG&E signed an agreement with
Transwestern Pipeline Company {Transwestern) to enter into a
1S-year contract for firm gas transportatién capacity on
Transwestern's mainline expansion and the San Juan Lateral. The
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Commission, in D.95-12-046, found that PG&E's action in entering
into its contract with Transwestern was unreasonable.

Although PG&E'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 1ssue,
ORA's calculatlons appear to be based on the methodology adopted in
D.95-12-051 which used the El Paso Natural Gas Company (Bl Paso)
transportation rates as a proxy for Transwestern demand charges.
D.95-12-051 adopted a proxy rate of 20% of the as-billed El Paso
rates for Transwestern démand charges.

PG&E agreed to the treatment of Transwestern demand
charges in the 1996 forecast year ECAC proceeding. However, PG4B
is still attemptlng to recover charges which are the subject of
reasonableness dispute.

We will deny PG&E's regquest and use the methodology
adopted in D.95-12-051 for computlng Transwestérn demand charges.
Revenue Requlrements and Results of Operation

As shown in Table i, PG&B's revenue requ11ement 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, PG4E and ORA proposed different treatment
of the changes in PG&B's revenue requirements. Essentially, PG&E
proposed that its rates not be revised and that any projected
overcollections for 1997 be used to offset PG&E's transition costs.
ORA disagreed with PG&E's rate freeze proposal and recommended that
the projected_OVercollection be refunded to ratepayers. The
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positions of parties regarding revenue requirements and résults of
operation are contained in Exhibit 12 which is reproduced as
Appendix p® to this order. '

We believe that it is not necessary to discuss the
pOSitions of the partiés on the issue of revenue requirements and
results of opéeration bécause of the enactment of AB 1890 on
September 23, 1996. AB 1830 adds or modifies several sections of
the PU Code to advance the restructuring of the electric utility
1ndustry begun by the Commission in D.95-12-063. Enactment of AB
1890 will have a significant impact on revenue requirement and
results of operation issues in this proceeding and may render
certain issues moot.

The two new PU Code sSections 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
iﬁterpretahion. Accordingly, the ALJ issued a ruling dated
October 3, 1996, asking PG&E to provide its assessment of the
1mpact of AB 1890 on this proceeding. PG&E filed its report on the
impact of AB 1890 on this proceedlng on -October 18, 1996. ORA and
california Industrial Users (CIU) filed responses to PG&E's report.
PG&RE's Position

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

1. PG&E's August 9, 1936, Motion For An
Interim Rate Freeze; )

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

Revenue allocation and rate design issues
scheduled for Phase I1 of ECAC hearings;
and

4, 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 rélevant part:

nThe cost recovery plan shall set rates for each
customer class, rate schedule, contrackt, or
tariff option, at levels equal to the level as
shown on electric rate schedules as of June 10,
1996, providéd that rates for residential and
small 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 of 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 interim electric rate freeze pending a
final decision in the Diablo Application. In the biablo
Application, PG&E seeks to freeze its electric rates at Januwary 1,
1996 level. PG&E contends that its interim rate freeze request is
preempted by AB 1890. According to PG&E, its rates on June 10,
1996 were the same as those in effect on Januwary 1, 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 o6f Balancing Account Balances and Refunds

Section 368(a) requireées electric utilities to propose a
plan for recovery of the costs of uneconomic generation-related
assets.’! For the purpose of determining the extent to which the
costs of uneconomic generation-related assets have been recovered,
§ 368(a) speéifies 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&B, § 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 AB 1890.

3. Revenue Allocation 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 Diablo Application were to be
rejected by the Commission and{ 2) any rate design issues from a
decision in Phase 11 of PG&E's 1996 General Rate Case proceeding
(A.94-12-005). PG4&E believes that § 368(a) removées 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 egual
to the level shown on electric rate schedules as of June 10, 1996.*

7 Recovery of cost of uneconomic generation-related costs are
part of tramsition costs.
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According to PG&E, its proposal in this proceeding is consistent
with AB 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 payménts paid to QFs:

» (S]hort run avoided cost energy payments paid
to nonutility power gererators by an electrical
corporation shall be based on a formula that
reflects a starting energy price, adjusted
monthly to reflect changes in a starting gas
index price in relation to an average of
current California natural gas border price
indices. The starting energy price shall be
based on 12-month averages of recent, pre-
January 1, 1996, short-run avoided energy
prices paid by each public utility electrical
corporation to nonutility power generators.
The starting gas index price shall be
established as an average of index gas prices
for the same annual periods.®

PG&E 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 réplacement of that methodology, there is
no need to hold hearings on thé calculation of the O&M Adder.

PG&E points out that estimated QF payments described in
jits June Update weére. 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 PG4&E's 1996 forecast year ECAC decision (D.95-12-051).
The values and calculations necessary to make the formula specified
in § 390(b) operational are yet to be agreed upon by the affected
parties or approved by the Commission. Consequently, in PG&E's
October 15 filing of updated testimony based on ALJ Garde's
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Resource Mix Ruling, PG&E included an estimate of QF payments based
on the uncontested QF genération and pricing components contained
in Appendix C. PG&B recommends 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&R'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 PG&R's
assessment of the impact of AB 1890, ORA seeks clarification of two
issues:

1. ORA contends that AB 1890 provides for a
cumulative rate reduction of 20% for _
residential and commercial customers from
the rates in effect on June 10, 1996.

ORA statés that AB 1890 is not intended to

guarantee 100% recovely of PG&R's
uneconomic generation-related assets.
Accordlng to ORA; AB 1890 grants an
opportunity, not a right, to recover costs
related to genelatlon related assets. 1In
support of its p031t10n. 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 reasonablé transition
period, those costs and categories of costs
for generatlon 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,....”
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Discussion

We agree with PG&E that § 368 requires the cost recovery
plans to provide that the rate levels as of June 10, 1996, should
remain in effect until 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
residential and commercial customers will be reduced by no less
than 10% effective January 1, 1938, and AB 1890 contemplates a
further reduction of no less than 10% by April 1, 2002 (§ 330(a)).

While we do not'prOPOSe to réviée PG&E's eléctric rates
in this proceeding to account for the projected overcollections in
1997, we are considering, in another’pr¢cééding, the refunding of
certain amounts which are either the subjéct of reasonableness
disputes or are part of the direct refund accounts as set forth in
D.96-12-025. 5 IR

We agrée with ORA's contention that AB 1890 provides an
opportunity, not a guarantee, for electric utilities to recover
their generation—related:aSSets. The issues'relating-to recovery
of PG&B's uneconomic generatioﬁ—related'aésets are being addressed
in the Transition Costs Proceeding, and we will not discuss them

further here. » ]

As to the issue of rate design, we believe that because
§ 368(a) requires the cost recovery plans to set electric rates at
June 10, 1996 level throughout“theiforecast year 1997, there will
be no need to address revenue allocation in this proceedihg, and
the opportunities for 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, wWe note
that the SRAC payments in this proposed décision are based on
PG&E’'s October 15 exhibit prepared in response to the ALJ's
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resource mix ruling. 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 meéthodology.
Suspension of the ARR Mechanism

The AER was established to provideé 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 losseés rélated to its fue1>cost management., In PG&E's case,
91% of the difference between estimated and actual revenues is
subject to récovery through ECAC balancing account treatment and
the remaining 9% is put into the AER and is not recoverable through
the balancing account. :

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 rates
are revised to reflect the estimated fuel expenses for the forecast
year. Since we are not adjusting PG&E's rates to account for
estimated decrease in PG&E’s fuel expeéenses in this proceeding, the
AER mechanism will not provide its intended incentive. PG&E's
success or failure in controlling fuel costs will affect only the
pace of its collection of transition costs, and the effect on
shareholders will be indirect and drawn out. Accordingly, we will
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suspend the AER mechanism for PG4E indefinitely. Our authorized
ECAC revenues will cover 100% of PG&4E's forecasted enexrgy expense,
Comments on AlLJ's Proposed Decision

ALJ's proposed decision was filed and mailed to the
parties on November 19, 1996. PG&EB, 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. After considering other comménts and reply
comments, we are issuing the decision as proposed with the
following modifications:

SRAC Paymentg to QFs

On the subject of SRAC payments to QFs, the proposed

decision states that:

"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. "

On December 9, 1996, the Commission issued D.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 résulting
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&B's revenue requireément 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
January 1 through December 31, 1997.

2. PG&E, ORA, and TURN are the only active parties in this
proceeding. o

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&S's mainliné gas prices are based on DRI's forecast
made in the May 1996 issue of "Monthly Gas Priceé Outlook.*®

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

8. While DRI's forecast is used widely in the gas industry,
it has had significant forecast errors in the 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. y .

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 méthodology for computing the price for Northwest
econocmy enetgy also relies on PG&E'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&E 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 regquirements and
to maintain system reliability; a fuel oil inventory level of 1.7
million barrels would provide PG&E theé needed flexibility.

17. In calculating its total cost of gas, PG&E includes full
demand charges for 50,000 Dth/day of transportatibn 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 Bl Paso rates for Transwestern demand chargés.
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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&E's entering into its contract with
Transwestern was unreasonable. -

20. Although PG&E agreed to the treatment of Transwestern
demand charges in its 1986 forecast year ECAC proceeding, PGLE is
now attempting to récover chargées which are the subjeéct of

reasonableness dlspute. :
2. The AlJ's 1u11ngs of September 23 and 26, 1996 on
resource assumptions and modelling convention specified that:

.a. The averagé of mainline gas prices
forecasted by PG&E and ORA should be
adopted.

ORA'S methodology of computing Northwest
economy energy price should be ‘adopted.

PG&E should be allowed to malnllne_a fuel
oil inventOry of 1.7 million barrels.

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

22. Based on the forecast in this proceeding, PG&E's reveﬁue
requirement for 1997 will be $718.8 m11110n lower than the
currently authorized revenue requirement.

23. On September 23, 1996, Governor Wilson éigned into law
AB 1890, -

24. AB 1890 adds or modifies seveéral sections of the PU Code
to advance the restructuring of the electric utility industry.

25. PU Code § 368 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 1836 until January 1,
1998.
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26. PU Code § 368 allows electric utilities to proﬁose plans
to recover costs of uneconomic generation-related assets by
applying certain revenue overcollections towards recovery of these

costs., _ »
27. The Commission is addressing the recovery of uneconomic

genelatlon related assets in connection with its 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 dESIQn issues.

29. With the adoption‘df a new methodology for calculating
SRAC payments to QFs, 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
thls proceedlng which were tentatively set to address revenue
allocation, rate design, and O&M adder double recovery:issues.
Conclusions of Law

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

2. PG&B'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 décision 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&E's 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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MODIFIED ORDER

IT IS ORDERED 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, resulting in a net reduction
of $554.314 million in PG&E's authorized revenue regquirement,
effective January 1, 1997.

2. The revisions to PG&E's Bnergy Cost Adjustment Clause
{ECAC}, Annual Energy Rate (AER), Electric Revenue Adjustment A
Mechanism (BRAM)}, and California Alternate Rates for Eneréy'(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&B's total authorized revenue

requirements set forth in Appendix B (Page 5 of 12) to this
decision are adopted, effective January 1, 1997.
4. PG&E’s AEBR mechanism 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 19S$5.
This order is effective today.
Dated December 20, 1996, at San Francisco, California.

P. GREGORY CONLON
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, Colé & 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 bepartment of
Defense; Steven a. Geringer, Attorney at Law, for self; Ater,
Wynne, Hewitt, Dodson & Skerritt, by Michael Alcantar and Kirk
Gibson, Attorneys at Law, for Cogeneération Association of )
California; Grueneich Resource Advocates, by Dian M. Grueneich,
Attorney at Law, for the Departmént of General Serviceés; Graham
& James, by Peter W. Hanschen and Martin A. Matteés, 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 Liebexrt, Attorney at Law, for California Farm Bureau
Federation; Sutherland, Asbill & Brennan, by Keith McCréa,
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, Byexrs & 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 DelUlloa, Attorney at Law,
and Raynmond Charves. .

(END OF APPENDIX A)




