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OPINION

1. Summary
This decision addresses Pacifi¢ Gas and Electric Company’s (PG&E’s)

Biennial Cost Allocation Proceeding (BCAP) application. In this decision, we
adopt an annual $97.7 million decrease compared to revenues from Gas Accord
rates in effect on March 1, 1998, reflecting an annual decrease of $6.23 million in
procurerent revenues and an annual decrease of $91.43 million in transportation
revenues. Appendix B attached to this decision shows the proposed revenue
requirernent, balancing account summary, and the rate impact of changes from
this decision. All rate 'chan‘gés will be effective September 1, 1998.

~This BCAP differs from those in years past, in that many partles were able
to resol\'e many of the issues 1mtlally in contention. This is in contrast to
previous PG&E BCAPs, which were hotly contested and often quite litigious. We
consider the parties’ agrée’ments as joint' testimony, rather than as a settlement,
since the joining parties did not technically follow the Commission’s s_éttlement
rules. (See the Commission’s Rules of Practic‘e and l3r0cedure, Rule 51.1 et s¢q).)
After separately analy}.ing each issue presented in this case, we adopt the two
sets of joint tes“timony sponsored by many, but not al), of the parties, with minor
modifications set forth herein. We also address the remaining few outstanding
issues not covered by the two sets of joint testimony, which include Demand-side
Management (DSM) cost allocation,. and several policy issues dealing with the
Market Center Account and Transwestern and Core Procurement Incentive
Mechanisni (CPIM), and Gas Supply Cost Forecast issues

Since the underlying intent of the parties’ joint tcstlmony was to have the

PG&E BCAP rates in effect for two years, this decision directs PG&E to file its _

next BCAP application no later than October 29, 1999, allowing the rates adopted

in this decision to be in effect for two full years.

-2-
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2.  Procedural Background
PG&E filed its BCAP application on March 3, 1997. PG&B's initial

application sought to establish gas rates for a two-year test period, from
January 1, 1998, through December 31, 1999.

At the time PG&E filed its BCAP application, the Commission was
cohduéting an experimental implementation of procedures that have become
mandatory for our proceedings, effective January 1, 1998, pursuant to Senate Bill
(SB) 960. (Ch.96-0856.)' After an April 17, 1997, prehearing conference at which
both the Aséigned Cémmissioner, President Bilés, and Assigned Administrative
~Law Judge (AL)) Econome were present, President Bilas issued a ruling and
interim scopihg merﬁb (April 17 ruling) identifying this application as a
candidate proceeding to be proceséed under the experimental rules. The April 17
ruling also categorized this proceeding as “ratesetting” as defined in |
Experimental Rule 1.d. The ruling also granted the Office of Ratepayer

Advocates’ (ORA) motion to temporarily suspend the rate case plan procedural

schedule pending the issuance of a Commission decision in the pending Gas

Accord Application.? The parties unanimously supported this motion. Although
all parties’ rationale in support of the motion were not the same, a common
underlying thread was that suspending the BCAP schedule would be the most

efficient use of parties’ and the Commission’s resources, rather than litigating

' The Experimental Rules and Procedures, adopted in Resolution ALJ-170, establish the rules
and procedures for the experiment and the ¢reation of the sample of proceedings 10 which the
experimental rules will apply. Al further reference to the “Experimental Rules” are to the
experimental rules contained in Resolution AL}-170.

? pG&E filed Application (A:) 96-08-043, together with a motion in many of its pending
proceedings, which sought Conunission approval of a broad settlement known as the Gas
Accord. The assigned ALj in A.96-08-043 issued a ruling consolidating the proceedings
covered by the motion solely for purposes of considering the Gas Accord.
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issues which might be resolved, or at least narrowed, by the Commission’s Gas
Accord decision.

On August 1, 1997, the Commission issited Decision (D.) 97-08-055 (the Gas
Accord decision). On September 17, 1997, President Bilas and ALJ Econorue held
a second prehearing conference to set the schedtule and to scope issues. Prior to
the prehearing conference, ORA and The Utility Reform Netw’Ork (TURN) filed a
motion to strike PG&E’s tié'stimOny pr‘bpoéing mo’diﬂcations to the adopted
long-run marginal ¢cost methodology. An .Oc’tobe‘r 6; 1997 rﬁling and scoping
memo (scoping memo) granted the motion on the grounds that under the Gas
Accord, the methodology for allocating distribution costs will not changé for the
term of the Gas Accord. The scoping riemo also directed PG&E to serve
amended teshmony reflecting this rulmg, and set forth a procedural schedule
and issues to be addressed. The scopmg memo also designated ALJ Econome as
the principal hearing officer pursuant to the Cornmission’s final rules
implementing SB 960 after Jai\uaf_} 1, 1998, * and set forth a schedule under which
the Commission would issue a deécision in this matter no earlier than 30 days’
after the issuance of the proposed dec;slon, assummg a eubmlsswn date of
March 13, 1998, and the issuance of the proposed decision by June 11, 1998.

PG&E served its revised testimony according to the scoping memo’s schedule, as

did other interested parties.
At the next prehearing conference prior to the start of hearings, President

Bilas and AL} Econome delayéd the start of hearings for several days based on

* The Commisston’s final rules implementing SB 960, as set forthin lhe Commission’s Rules of
Practice and Procedure (Rules) apply to this proceeding after January 1, 1998. (See

Rule 4 (b) (1)) Rule 5(k) provides in relevant part that, in ratesetting proceedings such as the
instant case, the Assigned Commissioner should designate the prmc:pal hearing officer prior to

the first hearing in the proceeding.
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the parties’ representations that they might reach a joint reconlmelmdatidxl on
many issues in the case. At the néxt prehearing conference held on February 2,
1998, many but not all, of the active parties stated that they were able tojoin ina
stipulation and joint testimony, and had served this joint testimony prior to the
prehearing conference. Most of the revised testimony and the joint testimony
assumed a BCAP test-yeér ﬁeriod from S'epte.mber 1, 1998 through August 31,
2000. The parties also waived closing argument before Pre_éider‘\t Bilas.
Evidentiary hearings were held before. ALJ Econome on February 3 and 4, 1998,
No party requested final oral argument before the Commission within the time
specified by the scoping memo, or at any other tirne. (See Rule 8(d).)

Altogether, the Commission held seven days of hearings in this ca sé, and
Comniissioner Bilas was present for three of those days: The final decision is
timely issued. Itisissued prior to the date anticipated in the scoping nmemo, and
well before the 18-nonth tirﬁe period set forth in SB 960, Section 1 (uncodified
portion). .

The parties fited opening briefs on February 27, 1998 and reply briefs on
March 13, 1998, after which the matter wési_ submitted. In addition to PG&E,
ORA, and TURN, the following partieé sponsored testimony, participated in the
hearings, or filed briefs: the California Industrial Group and California
Manufacturers Association (CIG/CMA), Electricity Generation Coalition (EGC),

* City of Redding, James Weil, and Wild Goose Storage Inc. (Wild Goose).

3.  Joint Testimony _
This BCAP differs from those in years past, in that many parties were able

to reach an agreed-upon result for many of the issues initially in contention. This
is in contrast to prévious PG&E BCAPs, which were hotly contestéd and often
quite litigious. The parties set forth these agreed-upon resolutions in written and

oral stipulations and testimony. The principal vehicles include Exhibit 7, a

-5-
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stipulation and joint supplemental testimony of ORA, TURN, and PG&E on a
wide variety of issues including throughput estimates, treatment 6( various
account balances and credits, commercial rate design, and other allocation issues
such as distribution cost allocations to large distribution customers. (BCAP Joint
Testimony.) Exhibit 8 consists of the stipulation and joint testimony of the EGC,
City of Redding, and PG&E on electric generation gas ratemaking issues.
(Electric Generator Joint Testimony). PG&E and TURN also presented a oral
agreement to defer a 1999 Electric Utility Generation (UEG) metel-* issue to the
next BCAP. Most parties either accept or do not dispute the outcome of the
stipulations and joint testimony, but several issues remain contested by a few

parties.

The parties sponsoring the stipulations and joint testimony urge us to view

- and adopt the agreenients as a whole. PG&E states that the fact that various
parties, with their difterent perspectives, were able to reach consensus among
themselves on so many issues is a strong indication of the reasonableness of the
stipulations. Mr. Weil, who did not join in the stipulations and joint testimony,
urges that the Commission address the issues set forth in the stipulation and joint
testimony individually. Mr. Weil states that the parties served Exhibits 7 and 8
only two days before the hearing began, and did not follow the Commission’s
settlement rules, which allow parties 30 days to comment on a stipulation or
settlement. (Sce Rule 514.) By not complying with the settlement rules, Mr. Weil
states that the parties took the risk that the Commission would not accept the
stipulations and joint testiniony as an indivisible stipulation and settlement.

In our review of the record, we take into consideration that the parties
sponsoring the stipulations and joint testimony agree that these documents
should be considered as a whole, because of the tradeoffs inherent in the entire

agreement. However, we agree with the AL)’s ruling at evidentiary hearings that




A97-03-002 ALY/ )/ jvase

Exhibits 7, 8, and the oral stipulation of PG&E and TURN should be treated as
joint testin\ony, since the parties did not present their stipulation and joint
testimony in compliance with the Commission’s settlement rules. (Scé Rules 51.1
et seq.) Therefore, although we are not bound to adopt the joint testimony as an
indivisible whole, we will nonetheless consider the intent of the parties -
sponsoring the joint testimony that the Commission treat the agreements as
indivisible as we separately analyze each issue presented.

4.  Throughput, Marginal Demand Méasures (MDMs), Corrections, and

Adjustments

In their initial testimony, PG&E and ORA used a similar approhch to
forecast gas throughput, and made similar, but not identical reé(m‘imendaﬁons.

- With the exception of the forecast for the industrial class, both PG&E and ORA
utilized standard log-linear econometric models. These models forecast gas
demand as a function of average gas rates, weather, and economic conditions.
With respect to the industrial class, PG&E’ forecasts gas demand as a function of
the growth in industrial production. ORA did not take exception to this forecast.
In contrast, TURN based its forecast upon the occurrence of warmer than average
weather conditions in PG&E's service territory.

The BCAP Joint Testimony adopts TURN's proposed throughput forecast
as shown on Table 2 of Mr. Marcus’ opening testimony (Exhibit 16), with an
adjustment that the 5,000 Mdth currently shown in the Industrial Transmission
_class will be moved to the Electric Generation class to reflect the resolution of
certain issues in the Electric Generator Joint Testimony. Mr. Weil also supports
the BCAP Joint Testimony on this issue, arguing that it is reasonable because

TURN's position is reasonable, in that TURN demonstrated convincingly that

there is a long-term trend of increasing winter temperatures in PG&E's service

tetritory.
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In its initial testimony, TURN explained that average lemperatures in
PG&E's service territory have been increasing over time. This warming trend,
| according to TURN, requires a downward adjustment to the number of Heating
Degree Days (HDDs) assumed to represent an “average” tempetature year for |
the purposes of forecasting throughput. TURN's proposal, adopted in the BCAP
Joint Testimony, is reasonable for use in this proceeding and we adopt it.
Moreover, we anticipate that adoption of this forecast should better reflect
PG&E's actual throughput during the BCAP period. As ORA explains, over the
last several years, PG&E's adopted gas throughput forec.asts'have“not reflected
the warmer than average temperature conditions actually experienced, which
resulted in adopted gas sales which were higher than actual demand. This
situation contributed to the existing overcollection in the Core Fixed Cost
Account (CFCA). In contrast, we anticipate that TURN'é demand forecast should
better reflect PG&E's actual throughput during the BCAP period. We also adopt
the correctibp associated with the Electric Generator Joint Testimony, since we
adopt that ]‘oint Testimony. (Sece Section 24 below.) _ ‘

The BCAP Joint Testimony also proposes that TURN's proposed MDI‘»’:I’S,V as
corrected by Mr. Aslin of PG&E and shown on Table 1A of Mr. Aslin’s tebuttal
testimony (Exhibit 3), should be used for this proceeding. However, the jo'ining
parties also agree that further study is needed to identify ways to develop a
common methodology for the purpose of forecasting temperature conditions in
future proceedings. To that end, PG&E will convene a &vdrkéhop on forecasting
temperature conditions open to all interested pafties no later than six months
prior to the date it files its next BCAP application. We find this proposal, to
which no party objects, reasonable and adopt it, with the proviso that PG&Eis to

convene this workshop six months prior to its inltiation of the BCAP or other

type of proceeding which may serve similar functions in the future.
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The BCAP Joint Testimony also makes two other minor corrections which
we adopt. First, it corrects an error in data in a service level study to shift certain
loads from the industrial class to the cogeneration class. Second, TURN has
withdrawn its concern regarding loads associated with small commercial

migration.

5.  Coré Fixed Cost Account (CFCA)

In its initial tesHmOn)', PG&E recommended amortizing the December 31,
1997, CFCA balance over a two-year period, whereas ORA recommended that
the Cofﬁmiésiﬁh amortize the April 30, 1998 CFCA balance, including forecasted
interest, over a one-yeai period. The BCAP Joint Testimbny provides that PG&E
should amortize the revision date balance over a 12-month period with no
forecasted interest. For purposes of the joint testimony, “revision date balance”
is the forecasted balance for the month end imme_diately» preceding the BCAP rate
change, which in this case is the end of August, 1998.

The CFCA is a ¢yclical account and its balance can vary due to the amount
of gas PG&E sells over the year, making the accuracy of adopted gas tliroughput
forecasts extreniely importaht. The parties are all in agreement that adoption of

the joint testimony on this issue is expected to reduce the existing balance in the

CFCA to a reasonable level. This being the case, we believe the joint iéstimony

on this issuc is reasonable and adopt it.

6. Storage Transition Cost Subaccount
PG&E forecasted a $18.2 million undercollection in the Storage Transition

Cost Subaccount. PG&E states that this amount, updated to the actual balance,
will be shared betwveen core and noncore on an equal-cents-per-therm basis. In
correspoﬁdence associated with PG&U’s tariffs for the Gas Accord, PG&E agreed
to absorb 100% of the core’s share of the balance. In its initial testi'mony,'ORA
‘recommended that PG&E absorb 100% of the core’s share of the storage

-9.
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transition cost subaccount balance as of March 31, 1998. TURN supported ORA’s
initial position.

The BCAP Joint Testimony adopts ORA’s position on this issue as more
fully set forth in Exhibit 12, pages 4-6 to 4-8. In addition, the joint testimony
provides that ORA will audit the firal batance in the storage transition cost
subaccount at a future date to ensure proper accounting; No party objects to the
joint testimony on this issue. This provision is reasonable, consistent with the

Gas Accord, and we adopt it, with the modification that ORA coniplete this audit

no later than 60 days prior to the date when PG&E files its riext BCAP

application, or by August 30, 1999.
7.  Enhanced Oil Recovery (EOR) Balancing Account - ,
PG&E initially recommended allocating both the undercollected balance in
the EOR balancing account and the forecast period EOR revenue credit by an
equal percentage of distribution cost. PG&E stétes.it made this proposal because
there is no longer an equal percentage of marginal cost (EPMC) allocator for all
customer classes as a result of the implementation of the Gas Accord’s embedded
cost-based rates. Therefore, PG&E proposed a new allocation method. ORA did
not object to PG&E’s proposal. TURN, however, recomniended that the existing
undercollection in the EOR balancing account be allocated by EPMC, rather than
by equal percentage of distribution cost. TURN reasoned that the existing
balance resulted from past erroneous forecasts, so that the undercollection
should be allocated in the same manner that the original credits were allocated.
The BCAP Joint Testimony adopts TURN's proposal to allocate the balance
in the EOR Balance Account using the EPMC allocation adopted in PG&E’s last
BCAP, D.95-12-053, 63 CPUC2d 414. This proposal is reasonable and we adopt
it, since this method ensures that the undercollection in this account is refunded |

in the same manner in which it was collected.

-10-




A97-03-002 ALJ/J/jva¥

Although not addressed in the joint testimony, PG&E proposed to allocate
the forecast period EOR revenue credit on a going-forward basis by an equal
percentage of marginal distribution cost altocation. No party objects to this
proposal. PG&E states this method would allow a change to the allocation
method which recognizes the changes in marginal cost resulting from the Gas
Accord’s use of embedded cost for transmission and storage. Therefore, we also
adopt PG&E’s proposal to allocate the forecast period credit on a going-forward

basis by an equal percentage of marginal distribution cost allocation.

8. Interstate Transition Cost Surcharge (ITCS) Account

The ITCS account is composed of costs associated with unutilized
interstate pipeline capacity and capacity brokered at prices below the as-billed
rate. In the Gas Accord, PG&E agreed to absorb 100% of the core portion of the
ITCS charges from the inception of the ITCS account. For the noncore customers,
PG&E agreed to absorb 50% of the noncore portion of the ITCS charges.

In its initial testimony, PG&E proposed to amortize the projected core ITCS
overcollection over a 12-month .period.- ORA initially recommended that the -
ITCS balance be transferred to the CFCA. ORA reasons that (1) there is no need
to extend the life of the ITCS account for another full year; and (2) transferring
the core ITCS overcollection to the CFCA will help to reduce the undercollection
in the CFCA. ORA also recommended that PG&E update the balances for both

the core and noncore ITCS accounts through February 28, 1998, to reflect the Gas
Accord’s March 1, 1998, implementation date. ‘
The BCAP Joint Testimony adopts ORAs proposal, to which no other

party objects. This proposal is reasonable and we adopt it, since it is an

administratively simple and equitable treatment for this account.
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9. Transwestern Pipeline Demand Charge Credits
ORA initially proposed that PG&B be required to update the Transwestern

Pipeline demand charge credits to reflect chér‘g(js for the period subsequent to
June 30, 1997, through the implementation of the Gas Accord. In its rebuttal
teslimony, PG&E notes that upon implementation of the Gas Accord, the net
costs for Transwestern Pipeline capacity for the period prior to January 1, 1998,
which were included in balancing accounts, will be removed from these
accounts, and the costs of Transwestern Pipeline demand charges will fall upon
PG&E shareholders for that period. For this reason, PG&E notes that no changes
to the accounting for Transwestern capacity credits are necessary in this
proceeding. ORA clarified that it did not intend that credits for brokering
Transwestern capacity be awarded to ratepayers for the period during which
PG&E shareholders are absorbing Transwestern capacity costs, and has

withdrawn its initial recommendation.

~ The BCAP Joint Testimony adopts PG&E’s proposal to make no change to

the accounting for Transwestern capacity credits. No other party objects to this

proposal, which is equitable, and we adopt it.

10. Customer Accounts Costs
Inits initial testimony, TURN proposed two adjustments to customer

account costs, primarily so that treatment of these costs would be consistent with
PG&E's last BCAP decision, .95-12-053. First, TURN proposed that $1,305,000
in customer accounting costs associated with Major Account Representatives be
directly allocated to the large commercial, industrial, and cogeneration classes
rather than be assigned the standard allocator. Second, returned check charges
and charges for reconnection totaling $1,765,000 should be subtracted from

marginal customer costs. TURN states that the returned check and disconnection
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and reconnection charges are charged to individual customers and are therefore
not marginal costs. ORA initially did not take a position on this issue.

The BCAP Joint Testimony adopts TURN's position on these issues, and no
party objects to this proposal. This proposal is reasonable and we adopt it,
because TURN's proposal is consistent with our treatment of these identical
issues in PG&E's last BCAP, D.95-12-053.

11.  Noncore Eligibility |
PG&E initially made a proposal which it stated would make it easier for

most existing noncore customers to maintain noncore cligibility. PG&E explains
that this change is necessary to reduce the problems that result under current
requirements when PG&E is required to reclassify noncore customers back to
core because of minor changes in production or temperature. The PG&E
proposal deals with maintaining noncore eligibility, and is not a change to the
current noncore definition to establish noncore eligibility ad0pted» in D.95-12-053.
Under PG&E's proposal, a noncore customer could retain noncore status
by using at least 20,800 therms in one month of the previous 12 months as of the
effective date of this BCAP decision.! Customers who do not use this minimum
in any of the previous 12 months would bé reclassified as core customers. Under
the existing standards for maintaining noncore status, a customer must either (1)
use at least an average of 20,800 therms per month in a 12-month period,
excluding those months where use was 200 therms or less, where the customer

obtained its noncore status after January 1, 1996; and (2) customers who were

' PG&E explains that noncore customers who were previously reclassified from Priority P-1 to
Priority P-2B under the Agreement for Reclassification to Priority P-2B, as of September 30,
1993, will remain eligible for noncore status as long as they wish to take service as a noncore
customer. :
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classified as noncore prior to January 1, 1996, would remain noncore, rcéardless
of use, until the next BCAP cycle begins.

No party in this proceeding objected to the merits of PG&E's proposal.
However, TURN proposed that PG&E send a notice to customers who would be
reclassified as core customers under PG&E's proposed changes to inform them of
the pending change in their status. ORA did nottake a ﬁosition on this issue.-

As part of the BCAP Joint Testimony, PG&E agrees to provide written
notice on a voluntary, non]ﬁrecedéntial basis to noncore custoniers who would be
reclassified to core under PG&E'S proposed change to the standards. Inits
opening brief, PG&E states it will provide such notice upon issuance of the ALJ’s
proposed decision. An AL]J ruling issued contemporaneously with the issuance
- of the proposed deécision ditected PG&E to mail written notice to persons who
could be affected by PG&E's proposal that the proposed decision recommended
adoptling. The AL}J rulir{g directed PG&E to mail such written notice to affected
parties no later than seven days after the mailing of the AL)’s prOposéd decision.

This notice should be made in sufficient time for affected parties to examine their

usage in light of the new rules. No party objects to the joint testimony on this

issue and we adopt it.

12. California Alternate Rates for Energy (CARE) Adminlstrative and
General (A&G) Credits

PG&E initially proposed changing the current allocation of CARE A&G
credits from EPMC to an allocation based upon the same method as the CARE
subsidy, CARE A&G, and CARE balancing account costs are allocated. ORA
recommended that CARE A&G credits be allocated on the basis of equal percent
of marginal distribution cost. Under the ORA proposal, the core would receive

94% of the credit, which ORA states is similar to what the core class would have -
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been allocated under an EPMC allocation. ORA states that PG&E's propbsed
change results in the core class obtaining 58% of the credit.

In its initial testimony, TURN disagreed with both PG&E and ORA. TURN
stated that in the last PG&E BCAP, D.95-12-055, 63 CPUC2d at pp. 437-438, the
Commiission found that the costs of administering the CARE program should be
recovered in the same¢ manner as other CARE costs,i and not as customer
accounts-related marginal costs. In the last BCAP, TURN proposed to reduce the
variable customer-related marginal costs for customer accounts by the amount of
CARE administrative cds;ts. Al! classes’ custorer accounts were reduced onan
equal percentage basis, resulting in the residential and small commercial classes
receiving 98% of the credit. The rationale undérl:yiﬁg TURN's proposal is that

these administrative costs were originally included in residential and small

commercial customer accounting costs, and therefore these ¢ustomers should be

allocated the credit. |

In this proceeding, TURN ﬁroposes to allocate the A&G credit in a manner
closely approxiniatihg' the way costs would otherwise show up in customer
accounts expense. To achieve this, CARE A&G credits would be allocated to
customer classes based bn customer-related marginal cost revenue, as more
spefifically set out in TURN's testimony at Exhibit 17, page 11. This approach
allocates the vast majOritj' of the credit to residential and small commercial
customers, which is consistent with TURN's proposal in the last BCAP.

The BCAP JoihtlTéstimohy adopts TURN's position on this issue, to which
no party objects. We adopt this proposal because it is equitable and consistent
with the last BCAP decision.

13. Rate Design
This case presents three rate design issues: (1) commeicial rate design;

(2) core deaveraging; and (3)'comnjercial customer class charge. PG&BE stresses

-15-
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that although these issues are conceptually different and separable, the
- commercial rate design which emerges from this proceeding will result from the
combined impact of all three issues and resolutions. Therefore, in reaching their
recommendations in the BCAP Joint Testimony in the area of rate design, the
joining parties made trade-offs and weighed the overall impact of all three issues.
PG&E requests the Commission take into consideration that the rate design
proposals represent a single, unified outcome for these three issues. As stated in
Section 3 above, we take this fact into consideration, but are not bound to
consider the agreement as a pac_kage since it is not a settlement subject to
Rule 511 et seq.
13.1. Commercial Rate Design

PG&E initially proposed a two-tiered declining block rate structure
for both small and large commercial customers in order to solve the “rate cliff”
problen that it states exists among commercial ¢ustomers. “Rate cliff” refers to
the existing situation where certain commercial customers have the incentive to
burn more gas than they would otherwise use in order to qualify for a lower rate.
PG&E initially proposed to end the first tier at 2000 therms per month, but in its
rebuttal testimony provided examples of two-tiered blocks with different
volumes in the first block. Along with the different initial blocks, PG&E also

provided estimated maximum bill increases as the size of the first tier varied. At

2000, 3000, and 4000, therms the bill impacts are 7.2%, 4.2%, and 2.7%,
respectively.

While sympathetic to PG&E’s concerns over the rate cliff, ORA
initially opposed PG&E's proposal bécause it would produce adverse bill impacts
for some lower volume customers. In particular, ORA ﬁOted that some small
commercial customers’ bills could increase by as much as 9.4%. TURN also

agreed that the “rate cliff” which PG&E identificd deserves attention, but shared
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ORA's concern regarding a possible adverse impact for some lower volume
customers.

After reviewing PG&E’s rebuttal testimony, the joining parties
recommend in the BCAP Joint Testimony that the Commissi'oﬁ,adopt a two-
tiered block rate design during the first year of the BCAP. This proposal differs
from PG&E's initial proposal in that the first block would end at 4000 therms
instead of 2000 thermis. The parties explain that this type of two-tiered declining
block rate structure minirhizés the bill imﬁacts for small commercial customers.

TURN also stresses that it believes that this propésal is reasonable especially in

light of PG&E’s concession on the other rate design issues discussed below. No

other party objects to this proposal ,
~ Because the two-tiered rate structure set forth in the BCAP Joint

Testimony addresses the “rate cliff” problem identified by PG&E without

adversely impacting loiv‘er volume customers, it is reasonable and we adopt it.

13.2. Core Deaveraging
" PG&E initially proposed to deaverage residential and smatl

commercial rates by 50% dunng the second year of the BCAP. ORA, TURN, and
M. Weil initially oppqsed PG&E's core deaveragmg proposal. ORA and Mr.
Weil argue that in the event the Commission adopts PG&E's pending general
rate case proposal for a:28.1% increase in residential gas rates, then 50% core
deaveraging could result in what they describe as “rate shock,” since residential
rates could increase as imuch as 29.8%. ORA also pointed out that PG&E did not
perform a complete core deavefaging analysis of all classes or sub-classes, and
therefore rec0mmended that the issue of residential rate flexibility and choice be
examined in PG&E'’s next B.CA'P* Mr. Weil contended that any rate increase
exceeding 15% will cause rate shock. In its rebuttal testimony, PG&E stated that

itwasopentoa flexible 1mp!ementahon plan of rate deaveraging.
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The BCAP Joint Testimony recommends 10% core deaveraging in
the second BCAP year. ORA explains that deaveraging rates by 10% would
increase residential rates by about 0.7%, while PG&FE’s initial 50% deaveraging
proposal would increase rates by about 5.3%.* TURN believes that this modest
deaveraging is reasonable, especially given PG&E’s other concessions,
particularly in the rate design area. Mr. Weil also supports the joint testimony on
this issue, and no other party opposes it. Because fhe,tompromise presented in
the BCAP ]oiﬁf Testimony will result in a more orderly transition toivard
déa’veraged rates, it is reasonable and we adoptit.

13.3. Commerélal Customer Class Charge

TURN initialiy submitted a proposal for a core commercial customer
charge in the event the Commission were to deaverage core commercial rates.
TURN pointed out that an inequity exists for small commercial customers,
namely, that small commercial customers have been cross-subsidizing large
commercial customers with respect to customier costs. In order to address this
problem, TURN proposed that the Commission adopt a customer charge of $9.50
per month, as opposed to the current level of $13.42 per month, for ¢customers
using under 1,600 therms per year on the basis of EPMC. In its rebuttal
testimony, PG&E stated it did not oppose TURN's proposal, but instead
preferred a multi-tiered customer charge. ORA did not take a position on this

issue. PG&E also noted that it had not yet fully investigated the billing

* The ALJ requested that PG&E, ORA, and TURN provide a joint late-filed exhibit (Exhibit 23)
showing the rate impacts ¢f the BCAP Joint Testimony assu ming that the Conumission grants
PG&E's test year 1999 general rate case application request in its entirety. Revised Exhibit 23
shows that 10% core deav eraging would result in a 0.9% rate increase for residential custoimers
and a 2.9% rate decrease for small commercial customers, with an average core increase of 0.4%.
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implications of the proposed change and that it would need some flexibility in
developing implementation details.

The BCAP Joint Teétimony proposes that small customers who use
less than 1,000 therms annually will receive a reduction in the monthly custonier
access charge to $10.50 from $13.42. This change will occur in the second BCAP
year and will commence in conjunction with the 10% core deaveraging discussed
in Section 13.2. The BCAP Joint Testimony also sets forth several different
detailed options for implementation, including two-tiered and multi-tiered

alternatives. If PG&E chooses to implement a multi-tiered custontier access

charge, it may do so as long as the monthly charge for the smallest commercial

* customer remains $10.50 per month, and the monthly charge for the next usage
tier is no higher than $13.50 per month. In order to better inform others about the
implementation options PG&E ultimately selécts, PG&E is to file an advice letter
with workpapers prior to the second year of the BCAP t6 implement this change.
No party objects to this proposal.

We égree with TURN that this proposal is reasonable because it
better reflects the costs of serving small commercial custonters, and ensures that
these customers receive benefits from the core deaveraging proposal, and
therefore we adopt it. PG&E is directed to file an advice lettet with workpapers,
served on all parties to this proceeding, no later than 60 days prior to the
beginning of the second year of the BCAP, or July 2, 1999, to implement the

change in commercial customer class charge adopted in this proceeding.

14. Distribution Costs Allocable to Large Distribution Customers

In its initial testimony, TURN noted that approximately 13% of PG&E’s
annual thfoughput on the “transmission-level” rate established by the Gas
Accord was composed of customers who actually received their service at the
distribution level. TURN points out that Schedule G-NT customers, who are’
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cligible for transmission-level service but actually receive service at the
distribution level, are responsible for 3.1% to 3.3% of the demand that drives
marginal distribution costs, yet PG&E would not allocate any distribution costs to
industrial transmission customers. TURN estimates that these customers are
responsible for $12.4 million to $12.8 million of system costs that end up being
paid by other distribution-level customers. Recognizing that the Gas Accord sets
the rates for these customers through the term of the Accord, TURN recommends
imputing the appropriate amount of révenue from these customers in setting

* other distribution customers’ rales. The effect of this proposal is that
shareholders would be responsible for these costs in the same way they are _
responsible, under the Gas Accord, for any revenue shortfalls attﬁbutable to
discounts. In its rebuttal, PG&E stated that TURN had incorrectly calculated the
impact of this issue by approximatély $4 million. PG&E also stated that the
adjustment proposed by TURN is precluded by the terms of the Gas Accord.
PG&BE primarily argues that the Gas Accord workpapers set forth the mechanics
and process used to set distribution rates, and that because these workpapers
were filed with the Gas Accord, they were part of the record on which the
Commission based its decision.

The BCAP Joint Testimony reaches a compromiise. As stated above, P_G&E
believes that the dollar impact of TURN's proposal is about $4 million less than
the $12.4 million to $12.8 million TURN originally estimated. TURN accepts
PG&E's correction. The joint testiﬁmny reduces PG&E’s annual distribution
revenue requirement by approximately $4.178 million anhualiy for the two-year
BCAP period. For the period from the end of the BCAP to the énd of the Gas
Accord, the joint testimony reduces PG&E's distribution revenue requirement by

50% of the distribution revenue requirement allocable to large distribution

customers with loads in excess of 3 million therms per year. The Gas Accord
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period ends December 31, 2002, except that the period for gas storage services
ends March 31, 2003. Mr. Weil ageees with the joining partics that this outcome is
a reasonable resolution of the dispute. No party opposes this proposal.

The compromise set forth in the joint testimony on this issue is reasonable,
and we adopt it. There are conflicting opinions about whether the Gas Accord
was specific about distribution costs allocable to large customers and about the
intent of the Gas Accord. Given these legitimate differences of opinion, and the

fact that one side or the other might have had to bear 100% of these costs

througl{out the Gas Accord period, the compromise adopted by the joint

testimony is a reasonable resolution of this issue.
15. Pipeline Démand'ChérQe Allocation

PG&E initially proposed to allocate Pacific Gas Transmission demand
charges, intrastate backbone charges, and‘ Canadian demand charges to both core
procurement and core transport custoniers on a ¢onsistent basis using average-
year-peak-ménth (January) throughput. PG&E deterniined that its proposal
would produce relatively minor adjustnients to affected rates. PG&E argues that
the minor impact from the change and the resulting ability to use a consistent
allocation method support its proposal. ORA initiélly stated that it was in
agreement with PG&E, and TURN did not take a position on this issue. The
BCAP Joint Testimony édopts PG&E's position on this issue to which no other

party objects. We adopt this proposal as reasonable.

16. Market Center Account

PG&E explained that since mid-1996, it has been offering interruptible
parking and lending gas services through the Golden Gate Market Center
(market center). PG&E committed to track revenues and incremental costs
associated with the market center services in a Market Center Account. T_he

Commission would determine the allocation of net revenues in this BCAP.
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In its initial testimony, PG&E proposed that the net revenue accrued prior
to the Gas Accord implementation be allocated equally between ratepayers and
sharcholders in order to share the benefits of market center services with all users
of the system, and to compensate PG&E as an incentive for risk assumed in
providing the services. PG&E also recommends that ratepayers’ share of the
account be allocated to different customer classes on the basis of equal ¢ents per
therm. For thc'pe‘ridd after the Gas Accord implementation, PG&E i‘)rop':)ses that
all revenues and costs should accrue to shareholders with no balancing account .
protection, since shareholders have all the risk associated with transmission and
storage assets. - _

ORA disagreed with PG&E’s propoéal and instead recommended that
PG&E allocate the entite Market Center Account revenue to PG&E's core
CI.-lSt.OmCrS. ORA reasons that PG&E shareholders assume no risk in providing
market center services, and accordingly are not entitled to receive any revenue
generated by the market center. In addit}on, ORA assumes that PG&E's
operation of its market center services is similar to the manner in which Southern
California Gas (SoCalGas) operates its Hub Services, namely, that core flowing
supplies and core dedicated facilities are utilized to provide market center
services. Finally, ORA relies oh the Commiss;ion's decision in SoCalGas’ last
BCAP, D.97-04-082, as precedent for its recommendations here.

In its rebuttal, PG&E objected to ORA’s proposal and provided additional

information regarding how it provides market center services. First, PG&E

objects to ORA's exclusion of noncore customers from sharing the Market Center

Account balance. PG&E slated that the pipeline assets (transmission and storage)
used to provide market center and balancing services are included in rates for all
customer classes and are paid for by all ratepayers, including ¢ore and noncore.

PG&E also asserts that core flowing supplies are not involved with providing

222
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market center services. PG&E’s rebuttal also asserts that the operating policies
governing PG&E’s market center differ from those of SoCalGas’. |

The BCAP Joint Testimony resolves this issue by allocating the balance in
the Market Center Account accrued at the end of February, 1998, prior to the
implementation of the Gas Accord, 75% to ratepayers and 25% to shareholders.
The allocation between core and noncore would be based on a cold-year winter

season rather than equal cents per therm. The joint testimony addresses the

period prior to the impkmentaﬁor} of the Gas Accord because, under the Gas

Accord, PG&E sharcholders are respbﬁsible for all the costs and receive all the
revenues from market center services during the Gas Accord period, which
began March 1, 1998. ‘Al'thoug.h Wild Goose raised an additional policy issue
discussed below, no party objects to this portion of the joiﬁt:t'estimony'.

We find the joint testimony reasonable on this issue and adoptit. The -
outcome proposed by the joining parties is reasonable in light of both the
information PG&E provided in rebuttal regarding the operation of PG&E’s
market center and the litigation risks assoc_iated with the various proposals.

Also, we recognize that the issue of allocating the Market Center Account is a
one-time issue specific to this BCAP, since once the Gas Accord is implemented,
PG&E will be at risk for the service. The portion of the joint testimony allocating
the Market Center Ac_‘cbunt revenue to ¢ore and noncore classes based upon cold-
year winter season is based upon the rationale that the revenues associated with
the market center facilities would be allocated to the customer classes in the same
fashion as the costs for those facilities were allocated. This methodology results
in 54% of the revenue being allocated to the core and 46% to the noncore.

Alocating revenues in the same fashion as costs is equitable to both the core and

noncore classes.
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Although not opposing the result of the joint testimony on this issue, Wild
Goose states an additional concern. Wild Goose is an independent gas storage
provider that will offer firm and intercuptible gas storage service at market-based -
rates. Wild Goose’s comments focus on PG&E'’s operations of the market center
during the Gas Accord period from March 1, 1998 through December 31, 2002.
Wild Goose is concerned about what it describes as the inherent conflict of
interest PG&E faces when it chooses between offering market center setvices,
thereby maximizing revenues for shareholders, and brokering excess core
capacity through the core procurement department, thereby reducing core gas
costs. In its opening brief, Wild Goose requests that the Commission direct
PG&E to exercise all due diligence in marketing excess core pipeline transmission
capacity and storage capacity on the core’s behalf, prior to marketing any of this -
excess capacity to generate revenues that accrue only to the shareholders. Wild
Goose states that its conflict of interest concerns are magnuified by the fact that
there appear to be no consequences or penalties for a violation of PG&E's internal
policy against altering the core’s purchases or injection rates to facilitate market
center services.

PG&E disagrees with Wild Goose’s arguments, and states that there are a
number of factors in place to insure independent decision-making on behalf of
the core. Besides the fact that these functions are performed by separate
departments under separate officers, PG&E states that the core will communicate
its needs using the same vehicles as other customers upon implementation of the
Gas Accord. PG&E explains that the core procurement department has an
objective of lowering the cost of gas to the core, and meeting or beating the
benchmark under the CPIM, and that regulatory review of core procurement

decisions and actions will continue into the foreseeable future, even under the

Gas Accord. PG&E also explains that its core procurement department knows
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“that it will be required to file reports on its activities. In its opening brief, PG&E
recognizes that Wild Goose “seeks that the Commission direct PG&E's core
procurcment department to exercises all due diligence as a storage customer to
maximize the value of its storage capacity on behalf of ratepayers, just as they
should their intrastate and interstate transmission capacity, even to the extent of
brokering excess storage capacity or offering market-center-type services.” -
(PG&E Opening Brief at p. 28.) PG&E then states that Wild Goose's statement of
position is consistent with PG&E's core procurement department’s position on
minimizing overall gas costs.

We are pleased here by PG&E’s assurances, and wish PG&E to abide by

them. Therefore, we direct that PG&E shall exercise due diligence in brokering

excess core capacity on the core’s behalf and shall use only any remaining -

capacity in offering market center setvices.

Wild Goose requests additional relief in its reply brief for the first time.*
Apparently, Wild Goose now believes that even the relief Wild Goose requested
in its testimony and opening brief will not ensure compliance because of what it
terms the inherent conflict. Therefore, Wild Goose also reconmends that the
Commiission consider the development of a long-term solution for addressing
this issue in the Natural Gas Strategy Rulemaking, Rulemaking (R.) 98-01-011.
The Commission and parties are scoping issues in our Natural Gas Strategy
Rulemaking. We will not decide here the appropriate scope and tiniing of those

issues, but rather direct all interested parties to participate in the Rulemaking.

* It is procedurally incorrect for Wild Goose to raise this argument for the first time in its reply
brief, when no party has the opportunity to respond thereto. However, since we do not adopt
this argument hete, no party has been harmed by Wild Goose's raising this issue in an untimely
fashion. '
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17. Marginal Capacity and Customer Access Costs
As a result of agreements reached in the Gas Accord, the parties in this

BCAP are following the marginal cost methods adopted in D.95-12-053, and are
not litigating changes to marginal cost methodology. However, in this BCAP, the
Commission needs to decide what the updated marginal costs should be. In the
area of marginal costs, ORA and PG&B difl’ered_ on only two issues: (1) the A&G
loader; and (2) the replacement frequency for determining the replacement costs
for services, regulators, and meters.

PG&R initially proposed an A&G loader of 32%. This factor is based upOn
a review of recorded 1995 A&G costs that were classified as either marginal or

fixed. ORA recommended an A&G loader of 29%. ORA bases its

recommendation on a review of PG&E’s A&G programs, which indicated that

PG&E had reclassmed some of the program expenses from margmal to
nonmarginal wnthout provldmg supporting rationale for this reclassnflcahon
ORA recommends that PG&E be directed to remove these particular costs from
its marginal A&G estimates. ORA'’s adjustment feduced PG&E’s proposed A&G
loader to 29%. |

The BCAP Joint Testimony recommends the A&G loader be set at 29%.
Given ORAs initial testimony, this figure is reasonable and we adopi it.

PG&E also initially proposed replacement rates of 1.56%, 3.29%, and 2.56%,
respectively, for services, meters, and regulators. PG&E bases these percentages
upon (1) the reciprocal of the service lif¢, or one over the service life; and (2) the
recorded historical annual data PG&E has for three difféerent types of equipment.
PG&E explains that the use of the reciprocal of the service life provides a data -
input which reflects a long-term estimate of replacement rates. By using the
recorded historical information, PG&E also includes actual data on replacement

rates, which data incorporates shorter term information. PG&E states that it had
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data ranging from two years for regulators to 12 yecars for meters, and used ali
the years for which data were available to develop the replacement frequency.
PG&E then calculated the replacement frequency for each of the three types of

equipment by averaging the service life estimates and the available recorded

annual data. :
ORA opposed PG&E's ”averagirﬁg" approach for three reasons: (1) PG&E

conceded that the long-run replacement frequency tends to overstate actual
replacement; (2) PGE retained only two years of historical data for regulators, but
retained 12 years of replacement data for meters; and (3) the historical api:rOach
did not capture the probability of replacement in the near-term BCAP period. In
ORA'’s view, using the most recent five years of actual replacement rates to
determine the replacement rates for service, meters, and regulators was more
appropriate for this BCAP period. Based upon this methodology, ORA
recommended replacement rates of 0.56%, 1.78% and 1.80%. ‘

In rebuttal, PG&E stated that ORA’s data set for replacement frequencies is
too limited. PG&E points out that replacement rates ﬂuctu;\te from year to year
for a varicty of reasons. For instance, PG&E maintains that as the population of
equipment gets older, the failure rate increases. A large portion of PG&E's
population of meters is about 6 to 10 years old. PG&E states that this equipment
has been experiencing low failuce rates in recent years, but believes that it will
fail at higher rates as it gets older. Therefore, PG&E believes that historical data
from a small time span, as ORA proposes, is unlikely to accurately capture the
replacement rate.

The BCAP joint Testimony proposes the Commission adopt replacement
frequencies of 1.06%, 3.29%, and 2.56%, respectively, for services, regulators, and
meters. The joint testimony resolves the differences between ORA and PG&E by

adopting PG&E's replacement frequencies for meters and regulators, while
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developing a replacement frequency for ser\'ices'midway between the PG&E and
ORA rates. PG&E belicves that for purposes of this case, this result adequately
incorporates the longer term data on service life and replacement rates. ORA
believes that because the dollar impact of the figures adopted for replacement
frequencies for meters and regulators is minor in comparison to the service line
issue, the net effect of the joint testimony is to split the difference between the
PG&E and ORA positions. ORA believes this is a reasonable result in light of the
litigation risk associated with the different‘poéiti’m\s, the fact that the dollars at
issue are relatively minor, and the compromises and trade-offs involving this and
other issues to the joint téstimoﬁ)'. No party opposes the joint testini()ny"s' 7
proposal on this issue. For the reasons set forth by PG&E and ORA, the jdint ‘
testimony on this issue is reasonable and we adopt it.

The BCAP Joint Testimony also inéOfpbratés the set of corrections 7
proposed by TURN witness Marcus whiéh are discussed in more detail in
Section 10 above. |
18. Franchisé Fees and Uncollectibles

Mr. Weil’s testimony identified a minor computational error in the
caleulation of franchise fees and uﬁcollcfctib'les within the BCAP revenue
requirement. No party opposes this correction, which is adopted by the BCAP
Joint Testimony. Because appropriate corrections should be included in this
decision, this proposal in the joint testimony is reasonable and we adopt it.

19, Balanc'lng Charge Account

A Bélan;ing Charge Account (BCA) has been created with the
| implementation of the Gas Accord. The BCA will accumulate costs associated
with balancihg the system and revenues from the 'i'inpdsitiph of .inibalan’c_’e_ '

penalties. The net balance will be allocated to ratepayers on a basis which the

Commission has yet to establish. Although there is no?th-ing in the account yet,
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PG&E initially proposed to allocate the balance to all ratepayers on an equal-
cents-per-therm-basis. PG&E’s reasons that all custonters benefit from PG&E’s
daily balancing of its gas system, so all customers should share the responsibility
of associated balancing costs.

ORA disagreed with PG&E's proposal. In ORA’s view, the costs incurred
as a result of PG&E pr_ovidiﬁgi:the imbalance service should be allocated to those
customer classes who are responsible for incurring such costs or revenues. In
order to prevent cross-subsidization of imbalancing costs and ensure that costs
are properly allocated, ORA recommended that the Commission direct PG&E to
accurately record and track thé'-custome‘r imbalance costs and revenues incurred

for each class by rate schedule. The Commission could address the issue of the

appropriate allocation of the BCA in PG&E's next BCAP, when information will

be available regarding which customers are directly responsible for incurring
system load balancing costs. TURN supported ORA’s initial recommendation.

PG&R's rebuttél iestir‘nony did not oppose ORA’s proposal to defer the
establishment of the BCA's cost allocation methodology to the next cost
allocation proceeding. PG&E also agreed to track gas imbalances to develop data
for allocating the BCA balance. However, PG&E pointed out that it could not
track imbalances as ORA suggested, but could only track imbalances by core and
noncore classes, because of the information provided by the current nomination
and balancing protocols.

The BCAP Joint Testimony provides that PG&E will track gas imbalance
cash transactions by ¢ore and noncore classes, and not by end-use customer rate
schedule. The joining parties also agree that the allocation of the BCA should be
deferred until the next cost allocation proceeding.

Mr. Weil is the only party to oppose the joint testimony on this issue.

Mr. Weil believes that the j‘oint testimony is contrary to the Commission’s
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intention stated in Resolution G-3288, and will produce skewed measurements of
customer behavior. Mr. Weil believes that the record is sufficient to resolve the
issue as it affects the core, and recomniends that the Cormmission allocate all the
BCA balances to noncore custonmers and core transporters, and not allocate any
portion of BCA balances to core procurement customers whose balancing
activities are managed by PG&E. Mr. Weil does not object to the joint testimony
provision that PG&E will track imbalance data until the next BCAP, and for the

Commission to ¢onsider cost allocation for other customer classes in the next

BCAP. _ A
Mr. Weil argues that because PG&E can directly control core procurement

balancing activities, any tracking of future balancing data will produce a biased
record of customer behavior. Mr. Weil contends that data tracking will not
record ihdvépendent measurements of core procurement balancing needs, but will
reflect PG&E management incentives and conflicts of interest. This is because
PG&E will manage gas balancing resources on behalf of its core procurement
customers and its Electric Department, which will operate in a competitive
regulatory environment and will be at risk for sales and cost variations.
Although PG&E states that its core procurement managers and the Electric
Department act indepéndeﬂtly, Mr. Weil states there is a reasoﬁable possibility
that corporate managers will act in ways that favor the Electric Department.
Biased management of balancing activities is one possibility. For instance, Mr.
Weil states that the Gas Accord requires that all customers must exercise their
best efforts to have daily gas receipts match déily gas usage, yet PG&E has
established a set of internal guidelines that allow noncore customers not to match
gas balances, within certain tolerances. Mr. Weil believes that these standards -

ate far less rigorous than the best efforts rule in the Gas Accord.
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PG&E disputes Mr. Weil’s arguments. PG&E states that its core
procurement function is being run on a separate, stand-alone basis under the Gas
Accord, like any other customer. PG&E states that core procurement is subject to
the CPIM, which provides both rewards and penalties for core procurement
performance. Finally, PG&E argues that PG&E's core procurement activity is still
subject to the Conwission’s eversight and review.

‘We do riot believe that the joining parties’ proposal to defer this issue to
the next cost allocation proceedihg is ¢ontrary to Resolution G-3288, which
“addressed PG&E’s Gas Accord tariffs. Resolution G-3288, slip op. atp. 16, states,

in relevant part, that “ORA should address the issue of allocation of the
balancing account in PG&E's BCAP prGCeeding," The issue Resolution G-3288
refers to can fairly encompass not only how, but whether to allocate the
balancing account in this proceeding or at a future date.
The BCAP Joint Testimony is reasonable on this issue, and we adoptiit,
with the following clarifications. Itis reasonable to defer this issue until we have
~data to determine the best allocation method. This data began to becbmé

available only after the Gas Accord was implemented on March 1, 1998. it makes

sense to decide the cost allocation issue after, and not before, information on cost

allocation is obtained. _
However, our adoption of the BCAP Joint Testimony on this issue does not

preclude parties in the next cost allocation or other appropriate proceeding from
making arguments that the data should be discounted or that it is not helpful
because PG.&E_ has not exercised its management discretion fairly. The
Commission will be in a better position to evaluate the types of arguments
advanced by Mr. Weil after iﬁfbrm'a_tion on cost allocation and PG&E'’s
inanégement;s behavior is obtainéd. Therefore, although we do not adopt Mr.

Weil's position here, we do $0 without prejudice to him or any other party to
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raise the same or similar argument in the next BCAP or other type of proceeding

which may have a similar function in the future.

20. UEG 1999 Metering Costs :
In its opening testimony, TURN pointed out the PG&E’s general rate case

application includes a request for $14.5 million to improve UEG metering
systems. TURN states that because customer aécess charges for noncore
customers are fixed under the Gas Accord, noncore customers will be absolved of
responsibility for those costs unless the Commission recognizes those costs as
marginal costs for ratemaking purposes. TURN proposed that the Commission
should require UEG nietering costs recovery from Ih'e‘appr’opria'te customer class
after the expiration of the rate freeze occasioned by the Gas Accord. PG&E
believed that this issue was beyond the seope of this BCAP. No other party
addressed this issue, with the clarification that it be deferred to the first BCAP
after the expiration of the Gas Accord, or other type of proceeding which may
serve a similar function in the future. | '
PG&Eiand'TUR_N have entered into an oral stipulation that the issue of the
allocation of UEG metering costs should be deferred to the first BCAP after the
expiration of the Gas Accord. In that future proceeding, each party would be free
to take any position and to make any appropriate arguments without limitation,
and that nothing in this oral stipulation may be used as precedent or an
admission in any other proceeding. No other party opposes this agreement

which is reasonable and we adopt it.

21. Transwestern and CPIM, and Gas Supply Cost Forecast

| PG&E's initial testimony presented a gas supply cost forecast based on
estimates of Canadian and Southwest gas sltp‘pliés, gas' prif:és, pipeline demand
charges, and core transport custorner loads. This pari of PG&E’s showiflg was

largely uncontested, although there are two Otltstandiﬁg issues raised by TURN.
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The first issue involves PG&E’s estimate of gas supplies purchased for
delivery over the Transwestern system. TURN notes that PG&E’s forecast of
prices for purchases of gas from the Southwest shows that the cost of gas
purchased for delivery over the Transwestern system exceeds the cost of firm
purchases at the California border By over 30 cents per decatherm on average.
TURN states that, nonetheless, PG&E apparently intends to purchase
Transwestern supplies ahead of other available Southwest supply options.
Under the adopted C PIM, core ratepayets will bear from 50% to 100% of these
~ excess costs, regardless of the fact that cheaper gas is expected to be available for
purchase at the border. TURN argues that the Commission should at least

consider whether this is the type of activity that an approved incentive

mechanism should be structured to reward.

TURN argues when the Commission approved the CPIM in the Gas
Accord decision, it also stated that the CPIM will not be the sole device by which
the Commission will protect PG&E’s ratepayers to the extent PG&E puts
shareholder interests ahead of ratepayer interests and unreasonably purchases
gas at prices higher than available alternatives. TURN states that since PG&E's.
shareholders are at risk for the costs of Transwestern capacity that remains
unused, PG&E has a strong incentive to use that capacity and collec;t the demand
charges froﬁ"t ratepayers. TURN argues that for PG&E to use more expensive
shareholder capacity when cheaper capacity is available elsewhere is precisely
the circumstance the Commission described in the Gas Accord decision. TURN
argues that the Commission should reiterate to PG&E that the CPIM is intended
“to minimize its procurement costs for core custoniers” [D.97-08-055, slip op. at
p- 42], not to provide a means of utilizing otherwise idle shareholder assets.
PG&R states that TURN's testimony simply points out what happens
und e; the operation of the CPIM. However, PG&E argues that the Commission
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approved the C PIM in D.97-08-055, and that this proceeding is not the proper
forum to change or relitigate the CPIM.

TURN is asking us to revisit what we have stated in the Gas Accord
decision, D.97-08-055, and we decline this invitation to do so in this proceeding.

The second issue raised by TURN concerns PG&E's failure to forecast any
revenue from brokering excess core intrastate transmission capacity, even thbugh
that capacity is expected to lay idle for significant periods of time. TURN
requests that the Commission make clear to PG&E that it is eipected to exercise
all due diligence in attempting to market unused core capacity, at discounted

prices if necessary, in order to mitigate the cost of excess capacity for the core.

TURN states that this is the “conflicts of issue” question which the Gas Accord

did not remedy. TURN requests that the Commission here reiterate that PG&E is

expected to act in the best interests of its ratepayers, regardless of the fact that it
may achieve higher profit levels by pursing a different strategy.

PG&E explains that before inmlemer‘ita_tidn of the Gas Accord, intrastate
transmiission éapacity has not been available for brokering. "I‘her‘efore, at present,
it is difficult to determine the credits that could be expected from brokering its
capacity. PG&E states that the absence of an estimate for brokering revenues
does not mean brokéring will not occur. PG &E’s witness How stated that PG&E
core procurement will attempt to broker excess infrastate c¢ore capacity, if that
results in a lower overall cost of gas to the core. PG&E argues that this
articulation is consistent with TURN's posiﬁon that PG&E should exercise all due
diligence in atteinpting to market unused core intrastate éapacity inorder to
mitigate the cost of excess capacity for the core, and that therefore no controversy
exists over this issue. TURN does not agree, and calls for a Commission

statement on this issue rather than just PG&E’s ;aSSur_an"Ces.
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We agree with TURN that PG&E's assurances would have been‘ more
meaningful here if PG&E had forecasted revenues from brokering excess core
intrastate transmission capacity, but it did not do so. Nevertheless, we are
pleased with Mr. How's assurances that PG&E core procutement will attempt to
broker excess intrastate core capacity, if that results in a lower overall cost of gas
to the core. We wish PG&E to abide by these assurances, and therefore direct
PG&E to use its best efforts in attempting to market unused core intrastate
capacity in order to mitigate the cost of excess capacity for the core.

22. Procurement Revénue ﬁ‘eQuirement

PG&E used the gas supply cost forecast to develop a procurement revenue
requirement. However, w:th the implementation of Core Monthly Pricing, PG&E
states that the procurement révenue requirement’s role in this BCAP is greatly
reduced, and is only needed for,tw‘o reasons: (1) to show the change from
present rates resulting froin PG&E's proposal and (2) to develop carfying costs of
gas storage. No party presented testimony contesting PG&E'’s procurement

revenue requirement. We adopt PG&F’s showing on this issue for the limited

purposes that a procuremient revenue requirement is needed in this case.

23. DSM Cost Allocation
PG&E recommends that common costs allocated to DSM programs be

directly allocated to the customer classes associated with individual DSM
programs, consistent with the method for allocating the direct program DSM
costs the Commission ordered in D.95-12-053. PG&E explains that as a result of
the Gas Accord, the EPMC allocation factor becomes less meaningful, since the
factor now only applies to customer and distribution-level marginal costs which
are almost entirely allocated to the core. PG&E does not disagree with Mr. Weil's
proposal stated below, but beheves that the issue raised by Mr. Well shouldbe
addressed in the Natural Gas Strategy Rulemaking, R.98-01-011, rather than here. -

.‘35-.
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Inits initial testimony, ORA did not object to PG&¥E's proposal here and TURN
has no position. The BCAP Joint Testimony does not address this issue.

Mr. Weil disagrees with PG&E. Although Mr. Weil recognizes that past
Commission decisions support PG&EB’s proposed allocation in this proceeding,
he states that these decisions apply to special situations and endorse uncontested
stipulations not founded on rigorous analysis. Mr. Weil believes that the
Commission should adopt EPMC base revenues cost alocation for PG&B’s DSM
common and progran costs. Mr. Weil argues that all utility customers and
society overall generally benefit from reduced system demand, and that
nonparticipating customers within individual customer clé’ése's do not receive

any DSM benefits beyond those delivered to all customers generally. Mr. Weil

believes that the Commission should address this issue now, even if it might

again address the issue in proceedings arising from the Natural Gas Strategy
Rulemaking,. | 7

CIG/CMA oppose Mr. Weil's proposal. They believe that it is unfair and
not consistent with the policy established in PG&E’s last BCAP, D.95-12-053.
CIG/CMA believe that if the Commission is going to reconsider its policy at all, it
should be done in the context of a generic proceeding such as the Natural Gas
Strategy Rulemaking,.

The Commission’s practice of allocation to prOgrém target classes
originated in D.93-12-043, issued in SoCalGas’ general rate ¢ase. In that case, the
Commission determined that the costs of a specific program that offered
consulting services to noncore custoniers should not be assigned to the core. For
consistency, the Conimission allocated to core ¢ustomers the costs of core DSM
programs. (Sce D.93-12-043, 52 CPUC2d 471, 538.) In D.94-12-032, issued in a
test year 1994 BCAP for SoCalGas, the joint recommendation aac‘;pted ORA’s

position that marketing costs, which include DSM, should be assigned to
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customers for whom the costs are incurred. (See 58 CPUC2d 306, 315.) This
clement of the joint recommendation was uncontested. Howevér, in another part
of the decision addressing an issue contested by TURN, the Comniission found
that SoCalGas correctly complied with D.93-12-043 in allocating the costs of DSM
programs to its core customers. (See 58 CPUC2d at 341) In PG&E’s last BCAP,
D.95-12-053, the Commission denied PG&E’s requested allocation of DSM costs
by EMPC, finding that markehng and DSM costs should be directly assigned to
the customer classes for whom the programs are des:gned InD. 97-06-108,
issued in our electric mdustry rgstructurmg procéeding (R.94-04 031/
lnvestigatidn (1.) 94-04-032), the Commission stated that the “Natural Gas
Strategy proceeding is the forum for considering the appropriate allocation of gas

public purpose program costs across customer groups.” (D.97-06-108, slip op. at
p. 8, Finding of Fact 6.)

We adopt PG&E'’s proposal, since it is consistent with our previously

established precedent. We do so without prejudice to any party to raise a
different allocation method in other Commission proce’edings where this issue
may be appropriately raised.
24. The Electric Geneérator Joint Testimony
24.1. The Contested Issues

As discussed above, PG&E also sponsored a separate set of joint
testimony with EGC and the City of Redding (Exhibit 8), which we refer to as the
Electric Generator Joint Testimony. This joint testimony resolves three inter-
related outstanding issues among these parties that address the appropriate
transportation rate for various electric generators. This joint testimony is
“supported by all parties that have taken an active role on these issues in this

pfoceeding, and does not impact the 'ga>s rates of other customer classes.




A97-03-002 AL)/)j}/jva %

The first issuc is PG&E's initial proposal to keep divested power
plants under the same rate schedule as PG&E-owned gas-fired power pla.nts.
Before the commencement of electric industry restructuring, PG&E's UEG class
had been composed entirely of PG&E-owned gas-fired electric generating plants.
As a result of electric industry restructuring, PG&BE is divesting or planning to
divest all remaining UEG plants during the 1998 BCAP period. In its initial
testimony, PG&E proposed to continue serving divested power plants under the
same rate schedule as PG&E-owned gas-fired power plants. The ECG did not
necessarily oppose this proposé_l, but believed it is only a partial solution to the

issues concerning gas transportation rates for electric generators. ECG therefore

made its proposal discussed below as the “third issue.”

The second issue involves the City of Redding's proposal. Inits
initial testimony in response to PG&E's filing, the City of Redding proposed to
serve municipally owned electric generation facilities at the samie rates which
currently apply to PG&E-owned power plants and cogenerators. The City of
Redding states that such facilities perform the same function (i.e., electric
generation), have the same principal operating characteristics and load profiles,
and are served at the same transmission level of service as utility-owned plants.

In response to the City of Redding, PG&E expressed concern that
City of Redding’s proposal, among other things, (a) would increase inter-class
subsidies if distribution-level municipal load is subsidized by transniission-level
UEG load; (b) fails to address how differences in the costs to serve, such as access
charges, of municipal generation customers would be recovered; and (c) does not
specify if other governmentally owned generation plants would be treated as
municipal load. PG&E also expressed concern that City of Redding's proposal
would shift CARE and public purpose program costs previously collected from

“municipal electric generation custonters to core and industrial customers.
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The third issue involves EGC’s proposal. Inits initial testimony in
responsé,to PG&F's filing, EGC proposed to include all electricity generators in
PG&E's service tercitory - - including PG&E-owned plants, divested plants,
municipally owned plants, congenerators, new independent power producers
and solar thermal electric generators - - in a single rate class and charge them ali
the same rate. EGC reasons that the changes in the electric market as a result of
electric industry restruchlring, where there are many more competitors
generating eléctricity, will eliminate the reason to continue today’s disparate
treatment of gas-fired electric generators in PG&E's gas rate design. EGC states
that in the rear future, all gas-fired electric generators will be similarly situated in
the market, and should all face the same cost allocation and rate design for their
gas service. EGC reasons that a single electric generation class will allow all gas-
fired generators to compete on the basis of the efficiency with which they can
produce power, without distortions in that competition caused by differences in

gas rate design that no longer make sense in the new electric market.

PG&E agrees with the basic tenet that changing industry structure

requires rethinking policy and structure for gas ratemaking applicable to gas-
based electric generators. However, because it believes these issues need to be
placed in the broader context of industry restructuring in general, PG&E opposes
addressing them in this BCAP, but rather believes these issues are more
appropriately addressed in the Natural Gas Strategy Rulemaking, R.98-01-011. In
its rebuttal testimony, PG&E also argues that a single generator class proposal
would lump anyone using gas to produce electricity into one class, despite
disparate costs to serve. At this point, PG&E states it does not have the data and
has not performed the studies to identify the shifting customer and distribution-
level costs that would be involved. Nor has PG&E performed the study to

determine the scaled marginal custonter and distribution-level marginal costs to
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serve the customers who would compose the singte electric gen‘erator cléSs, as
proposed by EGC. PG&E also expressed concerns regarding the ’e)&pansion of the
level of interclass cost subsidies. PG&E reasoned that cstabhshmg asingle
electric generator class with no regard to incremental heat rate would contribute
to a drop in the efficiency of new generation units installed, since the presumably
lower cost of gas would reduce the incentive for owners of new units to pay
higher capital costs for the most efficient engine,

24.2. The Comprdmlse .

The Electric Generator ]omt Teshmony presents a compromlse

among PG&E, ECG, and the City of Reddmg regarding the three contested issues

discussed above. The joint testimony resolves, for’ p_llrposes of this proceeding
only, all the issues raised by PG&E, EGC, and the Cixt‘y of Reddihg" All ;p'a"rtie's' .

'further reserve their rights to pursue such issues in the Natural Gas Strategy

Rulemaking, R.98-01-011.

The joint teshmony provldés that PG&E's gas flred eléctrlc
gu‘aeratlon plants, PG&FE’s divested gas-fired electrnc generahon plants, and
transmission-level loads serving the electrlc genetation of mumc;pally owned
electric generation facilities should be mcluded in the EG class’ In thej ]omt
testimony, the joining parties also agree to the annual reallocation of a sum of
dollars to the EG class, multiplied by 50 million annual therms. As a result of this

cost reallocation, the stipulation will have no rate impact on core, industrial or

? For purposes of the joint teshmony, mumcnpally owned electri¢ generahon famhhes include
“gas fired electric generation facilities 6wned by municipalities, irrigation districts under
California law (ID), Joint Power Autherities under California law (JPAs), or other California
state or local governmental entities; provided howevet, that ‘municipally-6wned electri¢
generation plants’ do not include ¢ogeneration facilities 6wned by mumcnpahtles, ID; }PAs,
other California state or local gO\ ernmmental éntities.” (Exhibit 8 at pp.2-3))




A97-03-002 AL}/ )/ jva®

wholesale customers. The joint testimony also provides ti\at, for purposes of
sctting the cogeneration and solar electric generation parity rate for this BCAP
only, the calculation of parity is to include the adopted costs and throughpui for
EG class as set forth in the joint testimony and figures implementing it. ORA

does not oppose the joint testimony since there is no impact on core, industrial, or

wholesale customers as a result of the resolution of these issues. No other party

objects to this joint testimony.

The Electric Generator Joint Testimony is a reasonable compromise
of these three disputed issues and we adopt it, su'bjec"t' to our modification below
on the withdrawal of testimony. The Commission has recently instituted its
Natural Gas Strategy Rulemakihg; and is now in the process of scoping the issues.
and calling for more detailed input from the 'parliés. ‘This PG&E BCAP falls
during a transition period. This comproraise, which aSSesses-:many of the
existing electricity generators in PG&B’s service territory the same volumetric
transportation rate, is a reasonable interim solution until these issues can be more
fully addressed in our gas strategy rulemaking or other appropriate pr’oceediﬁg.
This compromise limits municipal load eligibility for the EG schedule to
transmission-level load, and prevents distribution-level loads from shifting to the
EG class. PG&B has stated that distribution-level loads have a higher cost to
serve. We are also influenced by the fact that the joining parties have resolved
their differences with no rate impact on core, industrial, or wholesale customers,
and have therefore resolved these issues in a manner that does not negatively
impact any other party to the proceeding.’

We modifj* the joint testimony in one minor respect. The joint
testimony provides that the parties may withdraw certain portions of their
tcéﬁmony from the record. Réfher, at the evidentiary hearings, we received into

evidence all the parties’ original testimony as exhibits herein, as well as the
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Electric Generator Joint Testimony. We recognize that the Electric Generator
Joint Testimony modifies the parties’ other related testimony for this proceeding,
but do not agree to withdraw any of the testimony.

PG&E has also proposed 100% volumetric transportation and customer
access charge rates for the new EG class created under the Electric Generator

Joint Testimony proposal, which no party opposes. We adopt this proposal

25. The Filing Date lor PG&E’s Next BCAP Application
The parties did not address the issue of the filing date for PG&E'’s next

BCAP application. However, we believe it is appropriate that we give direction
on this iSSué here because the parties uﬁanimously agreed to suspend the
schedule to await the Commission’s decision in the Gas Accord applicatbu.
Since portions of the joint testimony assume a two-year BCAP period, this
decision directs PG&E to file its next BCAP application no later than October 29,
1999, allowing the rates adopted in this decision to be in effect for two years.

26. Comments on the Proposed Decislon
Pursuant to Public Utilities Code § 311, the Proposed Decision of AL)]

Econome was published on May 18, 1998. We received comments and replies
from PG&E, ORA, City of Redding, ECG, TURN and Weil. Additionally, PG&E
served late-filed Exhibit 25 with its opéning comments. »This Exhibit is an update
to the BCAP tables (see Appendlx B) to reflect the outcome of the proposed -
decision, current balancing account information, and approved regulatory
changes which have gone into effect after PG&E's previous updates.
In response to the parties’ comments, we have made changes to the

proposed decision as set forth below. We have also made other minor changes to

improve the discussion, add references to the record, and correct typographical

errors.
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B We decline TURN's invitation to revisit what we have stated in
the Gas Accord decision in this proceeding with respect to the
CPIM. (See Section 21.)

We add the clarification that we adopt PG&E’s uncontested
proposal for 100% volumetric transportation and ¢customer
access charge rates for the new EG class created under the Electric
Generator Joint Teshmony (See Section 24.)

We adopt some technical corrections to Sections 13 and 23 offered by
Mr. Weil’s comments, which do not change the outcome set forth in the

proposed decision.

We make changes to the tables set forth in Appendix B to reflect |
PG&E's upda(ed filing in Exhibit 25. |

In its reply comments, TURN n‘iequests that the three attachments to

PG&E'’s opc‘.‘ni'ng comments be stricken because (1) PG&E did not produce them -

durin’g'thé pr’oceéding, and (2)as a result of the attatlimenté, PG&E’s comments
exceed the 15 page limit for opening comments as set forth in Rule 77.3.
Excluding the attachments, PG&E's opening comnients are nine pages in length.
The attachments to PG&E'S opening comments include copies of material
filed with the Commission regarding the Gas Accord proceeding. Specifically,
the attachments include TURN's comments on issues raised at the second
workshop, TURN's comments on the alternate order of Commissioners Bilas and
Neeper, and PG&E's SUpplehlental report describing the post-1997 core
procurement incentive mechanism. PG&E cites to these vatious documents in its
opening comments, and presumably provides actual copies of filed material to
which it cites for the Commissfon’s convenience in reviewing the statements
made in PG&E’s opcnir\g comments. Because the attachments do not include
additional argument, but are excerpts from material filed with the Commission in

another proceeding to which PG&E makes specific reference in its opening




A97-03-002 ALJ/JJJ/jva *

comments, we deny TURN's request to strike the attachments to PG&E’s opening

comments.

Findings of Fact
1. PG&E filed its BCAP application on March 3, 1997. PG&E's initial

application sought to establish gas rates for a two-year test period, from
January l,'1998, through December 31, 1999. Most of the parties’ revised
testimony and the joint testimony assumed a BCAP test-year period from
September 1, 1998 through August 31, 2000. |

2. President Bilas issued an April 17, 1997, ruling identifying this application

as a candidate proceeding to be processed under the Commission’s experimental
rules implementing SB 960. The ruling categorized this proceeding as
“ratesetting” as defined by Experimental Rule 1.d.

3. The Commiission’s final rules implen"\enﬁng SB 960 apply to this
proceeding after January 1, 1998. (See Rule 4 (b)(1))

4. The April 17, 1997 ruling granted OR_A'S motion to temporarily suspend
the rate case plan procedural schedule pending the issuance of a Commission
decision in the pending Gas Accord Application.

5. On August 1, 1997, the Commission issued D.97-08-055, the Gas Accord
decision. The October 6, 1997 ruling and scoping memo issued after the second
prehearing conference in this proceeding designated AL} Econome as the
principal hearing officer pursuant to the Commission’s final rules implementing
SB 960 after January 1, 1998, and set forth a schedule under which the
Commission should issue a decision in this matter no earlier than 30 days after
the issuance of the proposed decision, assuming a submission date of March 13,
1998, and the issuance of the proposed decision by june 11, 1998..

6. At the next prehearing conference on February 2, 1998, many, but not all, of

the active parties stated that they were able to join in a stipulation and joint
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testimony, and had served this joint testimony prior to the prehearing

conference.
7. Evidentiary hearings were held before AL Econome on February 3 and 4,

1998. The parties waived closing argument before President Bilas. No party

requested final oral argument before the Commission pursuant to Rule 8(d)

within the time specified by the scoping memo or at any other time.

8. The parties filed opening briefs on February 27,1998 and reply briefs on
March 13, 1998, after which the matter was submitted.

9. Because the average temperatures in PG&E’S service territory have been
ihcr_easmg over time, itis reasonable to make a downiward adjustment to the
number of HDDs assumed to represent an “average” temperature year for the
purposes of forecasting throughput for this proceeding.

10. Further study is needed to identify ways to 'dé’velop a common
methodology to forecast temperature conditions in future proceedings.

1L Adophon of the BCAP Joint Testimony on the issue of the amortization of
the CFCA is expected to reduce the balance in the CFCA to a reasonable level.

12, TURN’s proposal, adopted by the BCAP Joint Testimony, to allocate the
balance in the EOR Balance Account using the EPMC allocation adopted in
PG&E’s last BCAP, D.95-12-053, ensures that the undercollection in this account
is refunded in the same manner in which it was collected.

13. ORA's proposal regarding the ITCS account, which is adopted by the :
BCAP Joint Testimony, and which recommends that the ITCS balance be
transferred to the CFCA, and that PG&E update the balances for both the core
and noncore ITCS accounts through February 28, 1998, to teflect the Gas Accord’s
March 1, 1998 implementation date, is an administratively simple and equitable

treatment for this aCCOim_t.
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14. TURN's two proposed adjustments to customer accounts costs, which are

adopted in the BCAP Joint testimony, treat these costs consistent with PG&B's
last BCAP decision, D.95-12-053.

15. Under the BCAP Joint Testimony’s provision adopting PG&E’s agreement
to provide noncore customers who would be reclassified to core under PG&E’s
proposed change to noncore eligibility standards written notice that the ALJ’s
proposed decision adopted PG&B’s pioposed cl{ar‘\gé to noncore eligibility, the
notice should be in sufficient time for affected parties to examine their usage in
light of the new rules.

16. TURN's proposal regarding the allocation of CARE A&G ctedits, adopted
by the BCAP Joint Testimony, closely approximates the way costs would show
up in the customer accounts expense and is consistent with the last BCAP
decision, D.95-12-053. |

17. The BCAP Joint Testimony’s two-tiered declining block rate design -
proposal for the comniercial classes, with the first block ending at 4000 therms
instead of 2000 therms, addresses the rate cliff problem identified by PG&E
without adversely impacting lower volume customers.

18. The BCAP Joint Testimony’s 10% core deaveraging proposal in the second
| year of the BCAP will result in a more orderly transition toward deaveraged
rates. |

19. The BCAP Joint Testimony’s adoption of a reduction in customer access
charge for small commercial custoners with less than 1000 therms annual usage
from $13.42 per month to $10.50 per month at the beginning of the second year of
the BCAP better reflects the costs of serving small commercial custeimers, and

ensures that these customers receive the benefits from the core deaveraging

pro‘poi)sal.A
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20. There are legitimate conflicting opinions about whether the Gas Accord

was specific about distribution costs allocable to large customers.

21. The BCAP Joint Testimony, adopting a 'coh\promise on the disposition of
the balance of the Market Center Account, addresses a one-time issue specific to
this BCAP. |

22. PG&E states that Wild Goose's statement of pbsition seeking that the
Commission direct PG&E's core procurement d’e'p"'arhh'ent to exercise all due
diligence as a storage éustomer to maximize the value of its storage capacity on

. behalf of ratepayers, is cons‘isten't with PG&E's Core Procurément Departnient’s
position on mnmm:zmg ‘overall gas costs.

23. The BCAP Joint Teshmony adopts replacement frequencnes of 1.06%,

- 3.29%, and 2.56%, respectively, for sery.';ces, ‘regulators, and meters.

24. The BCAP Joint Test'il'ﬁony's”provision to defér the issue of allocating the
BCA balance until the next cost allocation proceedmg is not contrary to
Resolution G-3288

25, Itis reasonable to decide the cost allocation issue for the BCA balance after,
and not before, information on cost allocation is obtained. A

26. We wish PG&E to abide by its assurances that PG&E’s cote procurement
deparhnent will attempl to broker excess intrastate core capacity, if that results in
a lower overall cost of gas to the core.

27. No party presented testimony contesting PG&E’s procurement revenue
requirement. .

28. In D.97-06-108, slip op. at p. 8, Fmdmg of Fact 6, we stated that the
“Natural Gas Strategy proceeding is the forum for considering the appropriate
alloc¢ation of gas public purpose program ¢osts across customer groups

29. PG&R’s recommendation that common costs allocaled to DSM programs
be directly allocated to the customer classes associated with individual DSM
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programs is consistent with the method for allocating the direct program DSM
costs as ordered by the Commission in D.95-12-053, as well as in other
proceeaings. |

30. The Electric Generators Joint Testimony provides that PG&E's gas-fired
electri¢ generation plants, PG&E's divested gas-fired electric generation plants,
and transmission-level loads serving the electric generation of municipally
owned electric genefatioﬁ facilities should be included in the EG ¢lass, as well as
an annual reallocation ofa sum of dollars to the EG class, mulhpl:ed by 50
million annual therms, so that the shpulahon wnll have no rate lmpact to core,
industrial or who]esale customers “The joint teshmony also provldes that, for
purposes of setting the cogeneratlon and solar electric generahbn parity rate for
this BCAP only, the calculatlon of parlty is to include the adopted costs and
throughput for EG class as set forth in the joint teshmony and figures
implementing it. ‘
Conc!uslons of Law

1. Exhibits 7, 8, and the oral shpulahon of PG&E and TURN should be treated .

as jomt t_estlmony, sitice the parheb did not present their shpulahon and joint
testimony in comp]ianté 'with the Commission’s sé.t'tle‘r'r_\en’t rules.

2. Weare not bound to adopt the j’oiﬁt testimony as ai indivisible whole.

3. TURN's throughput proposal, adopted at Section Il A of the BCAP Joint |
Testimony, is reasonable and should be adopted because it should better reflect
PG&E's actual throu’ghput dufing the BCAP period.

4. We adopt the BCAP Joint Teshmony s recommendation at Section II B that
TURN's proposed MDMS, as corrected by Mr. Aslin of PG&E and shownon’
‘Table 1A of Mr. Aslin’s rebuttal testimony (Exhibit 3), are reasonable to use in

this proceeding.
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5. We adopt the BCAP’s Joint Testimony recommendation at Section 11, as
modified here, that no later than six months prior to the date PG&E files its next
BCAP or other type of proceeding which may serve similar functions in the
future, PG&E shall convene a workshop open to all interested partiés to address
the need to identify ways to develop a common metl;odo!ogy to forecast
temperature conditions in future proceedings. PG&E should gi\;e advance notice
of this workshop to, inter alia, the parties on the service list of this proceeding.

6. Section 1 of the BCAP Joint Testimony providing that PG&E should
amortize the fevision date balance over a 12-nonth period with no forecasted
interest, assumin g the "revisioﬁ date balance” is the forecasted balance for the
month end immediately preceding the BCAP rate change, is reasonable and we
adopt it, since it is expected to reduce the existing balance in the CFCA to a
reasonable level. |

7. Section 1V of the BCAP Joint Testimony adopting ORA’s position on the
issue of the storage transition cost subaccount, as more fully set _fdrth in
Exhibit 12, pages 4-6 to 4-8, is reasonable and we adopt it.

8. We adopt the proposal at Section 1V of BCAP Joint Testiniony that at a
future date, (_)RA should audit the final balance in the storage transition cost
subaccount to ensure proper accounting. We modify the BCAP Joint Testimony
to direct that ORA complete this audit no later than 60 days prior to the date
when PG&E files its next BCAP application, or by August 30, 1999.

9. Section V of the BCAP Joint Testimony, allocating the balance in the EOR
Balance Account using the EPMC allocation adopted in 12.95-12-053, is reasonable
and we adopt it. We also adopt PG&E'’s proposal to allocate the forecast period
EOR revenue credit on a going-forward basis by an equal percentage of marginal

distribution ¢ost allocation.
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10. Section Vi of the BCAP Joint Testimony, adopting ORA’s
recommendation for treatment of the ITCS Account, is reasonable and we adopt
it.

11. PG&E's rebuttal testimony regarding Transwestern Pipeline demand
charges, adopted by Section VII of the BCAP Joint Testimony, which proposal
makes no change to the accounting for Transwestern capacity credits, is equitable
and we adopt it.

12. Section VIII of the BCAP Joint Testimony, adopting TURN's two
adjustments to customer account charges, is reasonable and we adopt it.

13. PG&BE's proposed changes to the noncore eligibility standards, as well as
Section IX of the BCAP Joint TeStimony, requiring PG&E to send notice to
~ noncore customers who would be reclassified to core, are reasonable and we -
adopt them. PG&E is required to mail such written notice to affected parties no
later than seven days after the mailing of the AL)’s proposed decision in this case.

14. Section X of the BCAP Joint Testimony, adopting TURN's pr‘opbs‘él
regarding the allocation of CARE A&G credits, consistent with the resultin the
last BCAP, D.95-12-053, is reasonable and we adopt it. ‘

15. Section XI A of the BCAP Joint Testimony, adopting a two-tiered block rate

design for the commercial classes is reasonable because it addresses the rate cliff

problem identified by PG&E without adversely‘impacting lower volume

customers, and we adopt it.

16. Section XI B of the BCAP Joint Testimony, adopting a 10% core
deaveraging rate in the second year of the BCAP, is reasonable because it will
result in a more orderly transition to deaveraged rates, and we adopt it.

17. Section XI B of the BCAP Joint Testi,mony, adopting a reduction in
customer access charge for small commereial customers with less than 1000 -

therms annual usage from $13.42 per month to $10.50 per month at the beginning
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of the second year of the BCAP, is reasonable because it better reflects the costs of
serving small commercial customers, and ensures that these customers receive
the benefits from the core deaveraging proposal. We therefore adopt Section XI B
of the BCAP Joint Testimony.

18. Scction XII of the BCAP Joint Testimony, reaching a compromise on the
distribution costs allocable to large distribution customers, is reasonable given
the legitimate conflic ting opinions about whether the Gas Accord was specific
about distribution costs allocable to large customers, and we adopt it.

19. Section XIIL of the BCAP ‘;.lo'iﬁt Testimony, adopting PG&E's unopposed
position on the issue of pipeline demand éhargé allocation, is reasonable and we
adoptit.

20. Section X1V of the BCAP Joint Testimony, adopting a compromise on the
disposition of the balan_c‘é of the Market Center Account, is reasonable in light of
both the information PG&E provided in rebuttal regarding the operation of
PG&E’s market center and the litigation risks associated with the various
proposals, and we adopt it.

21. PG&E should exercise all due diligence in brokering excess core capacity
on the core’s behalf an_d should use only any remaining capaciiy in offering

market center services.

22. Section XV of the BCAP Joint Testimony, adopting replacement

frequencies of 1.06%, 3.29%, and 2.56%, respectively, for services, regulators, and
meters, is reasonable and we aaopt it. |

23. Section XV1 of the BCAP Joint Testimony, adopting computational
corrections made by Mr. Weil to the calculation of franchise fees and
uncollectibles, is reasonable and we adopt it, because appropriate corrections

should be included in this decision.
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24. Section XVl of the BCAP Joint Testimony, providing that PG&E will track
gas imbalance cash transactions by core and noncore classes, and deferring
allocation of the BCA to the next cost allocation proceeding, is reasonable, and we
adopt it, because it is reasonable to defer this issue until we have data to
determine the best allocation method.

25. Mr. Weil’s proposal regarding the BCA account should be denied.

26. PG&E and TURN's oral stipulation that the issute of the allocation of UEG
n\eiering costs should be deferred to the first BCAP after the expiratiOn of the

Gas Accord, which no other party opposes, is reasonable and we adopT it, with

the clarification that the issue be deferred to the first BCAP'after the expiration of
the Gas Accord, or other similar type of proceeding which may serve a similar
function in the future. 7

27. We decline TURN's invitation in this proceeding to revisit what we have
stated in the Gas Accord decision, D.97-08-055, with respect to the CPIM.

28. PG&E should use its best efforts in attempting to market unuséd core
intrastate capacity in order to mitigate the cost of excess capacity for the core.

29. PG&E'’s showing on the procurement revenue requirement is reasonable
for the limited purposes that a procuremeiit revenue requirement is needed in
this case, and we adopt it for these limited purposes

30. We adopt PG&E’s recommendation that common costs allocated to DSM
programs be directly allocated to the customer classes associated with individual
DSM programs. In this ¢ase, such costs should be allocated to PG&E'’s core
customers.

31. The Electric Generator Joint Testimon} is a reasonable interim solution
addressing the issues raised by the joining parties because it assesses many of the
existing electricity generators in PG&E’s service 'iér’r.i'tdr'y; the same volumetric

transportation rate until these issues can be more fully addressed in our Natural

-52-
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Gas Strategy Rulemaking or other appropriate procceding, and it resolves the

parties’ differences with no rate impad to the core, industrial, or wholesale
customers. The Electric Generator Joint Testimony should be adopted, with the
clarification that none of the parties’ téstimony is withdrawn, but with the
recognition that the Electric Generator Joint Teshmony modifies the partics’
previous testimony in this proceeding. ‘

32. PG&E's proposal for 100% volumetric transportation and customer access
charge rates for the new EG class cteated under the Electric Generator Joint
Testimony is approved.

33. Since portions of the parhes |0mt tes hmony assume a two-year BCAP
perlod, PG&E should fnl{e its next BCAP application ro later than October 30,
1999, allowing the ratesrrado‘pt‘ed in this'decision to be in effect for two years.

34. TURN's request to strike the attachments to PG&E’s opening comments is
denied.

35. Because this decision resolves the outstanding issues in this proceeding,

the proceeding should be closed.

IT IS ORDERED that: ,

1. The Biennial Cost Allocation Proceeding (BCAP) Joint Testimony and the
Electric Generators Joint Testimony are adopted as modified by the discussion,
findings of fact, and conclusions of law in this decision.

2. Pacific Gas & Electric Company (PG&E) shall file, on or after the effective
date of this order, and at least 25 days prior to their effective dates, revised tanff
schedules which implement the adopted changes shown in Appendix B, which

incorporates the relevant findings and conclusions of this decision.
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3. The revised tariff schedules shall become effective on or after September 1,
1998, and shall comply with General Order 96-A. The revised tariffs shall apply
to service rendered on or after their effective dates.

4. Unless othenvise directed, PG&E shall file its next BCAP application on
October 29, 1999.

5. No later than six months prior to the date PG&E files its next BCAP or
other type of proceeding which may serve similar functions in the future, PG&B
shall convene a workshop open to all interested partics to address the need to
identify ways to develop a common methodology to forecast temperature
conditions in future prdceedings. PG&E shall give advance notice of this
workshop to, inter alia, the parties on the servic’é:list of this broceeding.

6. The Office of Ratepayer Advocates shall complete its audit of the final
balance in the storage transition cost subaccount, to ensure proper accou:'itiné, no
later than sixty days prior to the date when PG&E files its next BCAP application,
or by August 30, 1999.

7. No later than 60 days prior to the beginning of the second year of the
BCAP, or July 2, 1999, PG&E shall file an advice letter with workpapers, served

on all parties to this proceeding, to implement the change in commercial
customier class charge adopted in this proceeding.
8. Application 97-03-002 is closed.
This order is effective today.

Dated June 18, 1998, at San Francisco, California.

RICHARD A. BILAS
President
. GREGORY CONLON
JESSIE J. KNIGHT, JR.
HENRY M. DUQUE
JOSIAH L. NEEPER
Commissioners
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APPENDIXB - TABLE {

PACIFIC GAS AND ELECTRIC COMPANY

1998 BCAP A, 97-03-002

TOTAL REVENUE REQUIREMENT (Revised for Trueup & Accord Declislons)
PERIOD: JANUARY 1, 1998 THROUGH DECEMBER 39, 1999*
$(000)

TOTAL PERIOD ANNUAL Ling No:

PROCUREMENT REVENUE REQUIREMENT

Gas Supply Portfollo Costs: o )
Sales Commodity Costs . §793,623 $396,811
Shrinkage Commiodi ity Costs $47.627 _ $23.513
Capacity Costs!? : .
PGT Capacity COs's - o $71,929 $35954°
Canadian Capacity Costs , - $60,383 $30,184
Intrastate Capacity Costs 57,890 $28.945
Camying Césl 6n Cycled Gas in Sterage $2329 IR
Total Forecast Period Costs . $1.03),786 $516,393
Produtement Account Balances ' $29.192 $14.59%
Franchise Feés and Uncoliectible Aocounls Expense‘ : - $12418 - $6.210
Brokerage Fees : $11.53) . $5.167
Total Procurement Revenue Requirement : $1,086,929 [ $543,466 |
Less Procurement Revenues at Present Rates : $1.099.393 $549,697 -
Change In Produrement Revenue Requirement {$12,464) {$6,231)]

LD NP MWN -

TRANSPORTATION REVENUE REQUIREMENT

Base Revénue Amount (indd. F&U) _
Distribution ’ $1,525,942 $762.6%
Public Purpose Program . $73.020 $36,510
Storage (reserved fot Cae) . ) $71.388 $35.654
EOR Credit ($49) {$25)
CARE AAG Credil ’ ($1,15%) ($577)
Brokerage Fee Credit ($11,533) {35.767)
Customer Adtess Chasge - Distribution ($11.316) ($5.658)
_Carrying Cost on Noacycled Gas in Storage $3,100 $4,050
NGV Expenses $11.555 $5.118
CARE ALG Expensés $1.155 $577
CPUC Fes Expenses . $8.4715 $4.238
CEE Shateholdet Incentive** . $4.278 $2.139
Total Forecast Period Costs $1,679.830 $839,915
Transporation Acctunt Balances - $174.541 $87,271
Franchise Fees and Undoliactible Accounts Expense $4.286 - $2,143
Total Transpostation Revenue Requirement $1,858657 | $929329] .
Léss Transportation Revenues at Present Rates $2,041,515 $1,020,158
Change In Transportation Revenue Requlrement ] ($132, asa)] o {$91,430)]

Lice No.
1
2
3
4
5
6
7
8
9
10
1"
V2
43
14
15
16
17
18
19
20
21
22
23
24

25
26
27
28
29
3

)
32
KX ]
-
35
35
37

Total Change In Revenue Requirement » - [ ' 13195, ;zz)] : issr.isnn

*Period éoincides with the wwghpul agreed upon inthe joint 'lestmony fot lhe BCAP period
“includes impact of Antual Eamings Assessment Proceeding 0.98-03-063
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APPENDIXB - TABLE2

PACIFIC GAS AND ELECTRIC COMPANY
1998 BCAP A. 97-03-002

BALANCING ACCOUNT SUMMARY (Revised for Trueup & Accord Declslons)
${000
o0 Foiecasted
Balances

Line No, PROCUREMENT BALANCING ACCOUNTS for 8/31/98 Line No.

PGA: Core Subaccount
Cote Shrinkage Subaceount
Core Canadian Demand Charge Subaccount
Cote-subscription Subaccdount
Standby Service Subaccsunt

~Procurement Take-o¢-Pay Subaccournt
Core Demand Charge Subaccount of CPDCA
Sum of Procurement Accounts

O ONDUDWN -

TRANSPORTATION BALANCING ACCOUNTS

(‘) Coré Fixed Cost Account
Noncore Fixed Cost Aceount $2,092
Cote Broketage Fee Batancing Account $667
Noncore Brokerage Fee Balancing A¢count $384
Noncore Customer Class Charge Account {$1,840)
Enhanded Oil Recovery Accounlt {$675)
CFA Debt Seqvice Balancing Acdount $84
CFA Expensé Balanting Account {$236)
California Alernate Rates for Energy Account $1.576
Natural Gas Vehicle Balaacing Account {$1,591)
Interstate Transitioh Cost Surcharge Core Subaccount {$19.,656)
Inteistate Transition Cost Surcharge Noncore Subaccount $24,872
Subscribed Stérage Revenue Subacdeount - ($0)
Storage Transition Cost Subaccount I
Hazardous Substance Balance - $5.4147
Market Cenler Account {$3.603)-
PGT Credit Subaccount of CPDCA {$139)
Carrying Cost on Noncore Gas in Storage Trueup $507
Carrying Cost on Gas In Subscribed Storage Trueup $5

*) Cote Migration Balancing Account $27,646
Ba'ancing Charge Actount _ $0
Cogeneration Dislribution Shortfall Account $0
Additonal Imputed CFCA & Core ITCS lor ¢ne Year Amottization

Sum of Transportation Accounts $174,541 |

i
2
3
4
5
6
7
8
9
10
i1
12
13
14
15
16
7
18
1%
20

2e33FRReNn

The CFCA rate cOmpbnenl includes the amdunt on line 13 plus the Core ITCS amount on line 23
plus 82% of the cofe to noncore migration shown on line 32,
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APPENDIXB - TABLE3

' PACIFIC GAS AND ELEGTRIG COMPANY
1938 BCAP A.97-03402
GLASS AVERAGE RATES ($th) {Includes WACOG & 1998 AEAP)

_ : Gas Accxd 1998 BCAP  Change from
Customér Class . March 1, 1998  Sept. 1,1998 Gas Accod
' C (a) ®) ©

BUNDLED CORE
Residential . soe004t $060417
Small Commercial ~ - - 0.6'1827'2 0.60813

Large Commercial ' 043544 041317

_ NONCORE TRANSPORT (FIRM BAJA PATH)

* Industrial Distribution :  0.10827 0.11381
Industrial Tranismission _ 04553 - 0.04216
Cogeneration ’ ‘ 06 08 0.03449
Generation ' 064050 003449 - -
Coalinga . ' 0.03761
Pato Alto o : 04066  0.03397
WG Gas ' , 05 0.04695
Island Energy | 07 0.06094
Notes and Assumptions:

(2) The Gas Acoded rates are effective 6n March 1, 1998

(b) Core rates are bundled and include average backbone
transmission, kcal transmission, di stribution, storage, customer
dass charge end procurément charges.

(c) Noncore rates Include backbone transmission (firm from Ba;a Path),

1o¢al ransmission, customeér class charges, customer access
charges and applicable distribution chargés.
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APPENDX S TABLEL

1908 BCAP A 9743901
GAS ACCORD PRAOCUREMENT RATES ANO REVENUES Bnchudet WALOS and 11 AEAR)
Rosidenioidmal Commarcial ARer Dedvarsped by 8% 7
Rosiderddl 8 Comrd Lptomrd NGV Trammission Ousrdon NG NGY  Whclesss

SALES Wiy ALYy BTN o Hnm 1180 10 0780
Sunmer 290980 e
Wirder
WALOG

7
¢

375,000 W% :
OG {$Ahonny $ISAIN  BUsat 3 AN 316130 310 31610

SUBTOTAL REVEMNUE 1000} i F TR 211 [ e nnr $19.09¢ [ ZY. ¢
hwl Teke & Pay Subaccourt : ¢ &

COemard Charpe Subaccount . ¢ ]
Starety Serdca Subsccout [ ]
2ol used. Bveiable -] [

SUBTOTAL REVENUE (000s) X &2 ), 274 §10098 $4.542 10 m
S.dvotel wig WALOD (3 ey X $0000¢ 3§ QOO0 §$20000 - §000K
FULURATE INON 110N 100250% 1 INen
iU ; 323 42 5 §3 08

S22 [ 2% 1o 10 e

SUBTGTAL REVENUE 000 ) :
VAL0G nd Balarcesis) FRYEETI TV F00000  §48809

Py T YT

INTRASTATE BALKBONE www GAlrgiernri ) 8 5] 3 3
INTRASTATE BACKBONE CAPAOITY ) . 1Y 4 ¢ 5709
REVENUES - BAIA PATH WANTER RESERVATION .

POTRASTATE TRANSMISSION CHARGE (VTN] I ' 300837 100000 $00000  poeat
Wrter

PGt $00.087 3129
¢

[24]
137 X3
Y0132

2

29162

8028

1987

08547

100000 §OL1e9?

11399

14y
111,53
30024

Eay 143
DNTERSTATE CAPAOITY CHARGE COMPORENT 00,843
ITERSTATE LD OOMPONENT {8} § 01588

ANG & NOVA Pwiod Costs - GA 8
CARADUN BALANCGE W um
Lt I 7]
828 150
CANADUN CHARGES BiC FAU (000) ¥isrie  §1m
CANADAN CHARGES RATE {341 [} 001K £00Ip

BROKERAGE FEES (0003) fens F1be
Fay 14 - 0

BRONERAGE FEES INCL F4U 000 1] N2 e
BROKERAGE FEE RATE (34 &) 00243  JOXMd  B00240 $00382 300342

SHRINVAGE REVENUE 290 e pdt 1354 $2§ X7
FEJ ON SHENNAGE REY 9O0T3) 493 [ 1] [ 3 [ 3
SHRONAGE REV INCE FAU [000s) $40M8 IS 1358 (¥ 30 [T 3Ny
SHRIAGE RATE (3 I 10tk BOWe Y0014 0T $00148 $61009

Be ¥

§5¢3 gaooag gSo b4

$

Lol

I

3

3208
1301489

53
1

368 52

= 33

Tloool ggo 5

i
;

£

¥
X gsoz

$a7827
a3

g

CARRYING CST CYCLED GAS N S10R INCL FAY $1.088 3e1) m 5 ® » ) 12358
CARRYING COST OF GAS DOMPONENT ($TH, (3} $00C%3 00051 100000 300000 §4c0m $00000  §00C49

€S PHASEOUT SURCRARGE, INCL SV KA A A NA 124 $829 3201 L 1481
CS PHASEQUT SURCHARGE RATE (W TH) N $ 00700 300700 __ § 0000 300000 100700

TOTAL PROCUREMENT REVENLES $99C 908 3132774 2427 $4 58% 33043 23 0% (YY) 30 §1O88081
PROCLREVENT RATE {e-trtedearteog-n} § L%t T9E TN Lk 3] t3Ins $ 20023 sy § Q0000 2344
S S8y FnNe
Airter MM 12N

* Corm aaxiphar pricet 3rs Bustretve Akl oors SuUbspbon pices vl based on B higher of monthiy a1 price o indared peice, 8nd noncors inlersate
g inrasiate capacty dhages
*Varlabis procurement cosly oy st #ocated ko HGY. Rute on Tabie §indudes vnaportston sfoceson




APPEMOIX D TABLES
PACIFIG OAS AND BLECTRIC COMPANY
(e BCAP A 3T} o
Aversge Annpal Distribvtien Reven ot Requiren snl Alecetiod by Custem or Class [includent WACOD shd 990 AEAP} Y
(hoco}

. ) Regderkdl  Smak Lo | St [ roeviad P Copen  Ewa% Cosge  Boe  WCGs  Wwed | ol

: - Commeniat Commercel] Gors | bietnsion trscarmiasion Gen _ A Energy § Nonoors |
1 uetomar 93T EeLsse sos] sreatse]  tasce s ten _
3 Ookbubon 148508 L 298] oM 6wy nm
3 Aocaion of Franchise Fees s ' 277 ) CRR L » s
1 Aocaon of Uncolethies Egpenes , 1203 08 1 o 6 1 o _ : (ng
3 fOTM;‘FmF“‘WC $S43800  $178 518 ; @,‘&I !E 954 X . - : : $27 818,

o

& °/LI/ITV 200-€0-L6V

"Marginal Cost Revenunt shown Dacs brs scaled ko squal Ssirbulion base rwwenues.




APPENOIX S TABLES
PACHIC OAS AND ELECTRIC CONPANY
Vg BCAP A 133002
Aversge Annval 1) Fervcail Fotiod Costr sad Cradits to bm Revenu; (2] Dalaacing Adcounts; 3d [3] CARE Corts Afocation by Custom ol Tlass (Inctades WAL OO and 1990 AEAP)
1¥00d)

i

Reidects’  Sral Tope ol | aaval Wb Cogen  Dchic Cosinga  Palo Wi Ges | Whend
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Carmjing tosts of nof-cycied gas Tn storage fundied) L X: ]
Losd Balercing Camping Costy of Gas Tn Skorage L

Frenchise Fae and Urcollectbles Expente ) 50 - -
TOTAL: FORSCASY PERIOD OOSTS
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APPENDIXB TABLE 7

PACIFIC GAS AND ELECTRIC COMPANY
1998 BCAP A. $7-03-002
GAS ACCORD SEASONAL VOLUMETRIC RATES FOR DISTRIBUTION SERVICE CUSTOMERS .
(Includes WACOG and 1998 AEAP)

# eal/{{l/{TV T00-€0-L6V"

_ 7 Rates ($/th) . Winterto
Class Raté Component 'Sumr‘ner Winter  Avérage Summer Ratio

SmallCommércial  Distribution Only  $0.17373 $ 0.25835 $0.22031 1.49
Total Volumetric 0.50770  0.56699 - 0.55803 1.18

Latge Commercial  Distribution Only 0.05976 0.1(_)188_ 0.07975. 1.70
| Total Volumetric 0.38590 0.43282 0.40870 1.12

Industriat Distribution Distribution Only 0.05165 0.06973 0.05967 1.35

Notes:

Rates exclude monthly customer chatgeé.

Tolal volumetric Includes distribution, bundied storage, backbc-ne and [6¢al transmission,
customer ¢lass charge and procurement.

Commercial rates aré average of Tier A and Tier B.




APPENOI(B « TABLEN
PACFIC GAS AND ELECTRIC COMPANY

I BCAP A NT43002

199 Gav Accord Retes {Aversie] Components [HDM] (Inckides WADOG and 1949 AEAP ]

Ois¥ribuion-level $endce Transmisslonlevel Service
Res. SmiCom Ly Comm.  Diybufion | Transmission  Cogenerafion Eleckric Gen, Coslnga Pato Ao WCGas  Bland Energy
Line (Firm Baja) (Fam Baja) (Fim Baja) (FrmBaje)  (FrmBaja}  (FImBajs)  (Frm Beha)
No. Afer Cors desversgingby 8%
1 htrastete Backbons Tramsmission $C124d 901248 0 088S $0.1857 301557 $0.4587 304587 §0.4357 $0.1557

2 el/[1L/ [TV Z00-60-L6

t10.4557

ntustals Local Trensmission 02602 02602 0 2802 o01Ms o1us . 6108 o1 0138 0138 dasis

Oasianuctlum OENS 0683 07899 01912 doure 1.5 7 0 b3ss 00381 00358 00387

Customer Aocess Charge/Customer Chargs Q0000 03810 0647 00308 00069 & 0089 00499 ouw 0rsH
Oistruton 041 220M1 o797 60000 00669 © 6000 0 000 0000 00000 40000
Storsge, Bundied o1 011 0108
Procurement, less lnire and Inlersiste £LD 26105 26105 19542

um.mnwdm 05565 01565 DAY
Accord Totat : $1.1381

$0421¢ 30348 30349 303768

l~mmmmmm\kﬁmmmwhr'mncu‘nhnmB*Mwmmﬁnbndmamuuﬂmﬁmnwmmms.
mmwwonmhwmwnq:wqmm

2- Th Yol Iransmission rate components are om Ihe Gas Asoors Setfement Agresment Table 13,
3 - Bised 00 83198 revhlon date balancing scoound forecast. . :
l-ﬁ:ﬁmmudﬁmwoéuwsnmmsaiw&nhmuilmhbhls. Tha cod per Secatherm are based on the expecied amusl usegs.

$ - Distribufion Iy Besed on Joint Testimany MOM's, froughput and LRMC. Distrnution revenut requirement ks based on e Gat Aocord Settiemant Agreemend, adiusted for he 1994 cost of caplel Secision.
& Tha storsge costs ire ba30d 6n Cxpected Ul usege.

7-From procurement rate discussed in Section 8O
8- rom procurement rate discussed n Section 80

3-Tota? core rafe S33umes ¢ cors takes procurement senvice. See Table 10 for bundied core end oo Yenapardt refes.




APPENDIXB TABLEY

PACIFIC GAS AND ELECTRIC COMPANY
1398 BCAP A, 97-03-002

NGV RATES AND REVENUES (Includes WACOG and 1998 AEAP)

GAS ACCORD RATES & REVENUES

March 1, 1998 Adjusted ot 98 BCAP WACOG

PROPOSED RATES & REVENUES
W/98 BCAP Implementation

Rate Class

Adj Billing
Delerminant

RATE OR
CHARGE

REVENUE

TEST PERIOD

Adj Bitling
Determinant

RATE OR
CHARGE

EST PERIO
REVENUE

PROPOSED
CHANGE
(N RATES

Change

# of Cust.
Or Mth

$Aherm or
$/cust. mo.

$ (000)

# of Cusl.
ot Mth

$Aherm of
$/cust. mo.

£ (000)

$Aherm or
$/cust. mo. %

(G,

(B8)_

©)

©)

(E)

(F)

S)

(]

G-NGVI
Customer Charge
Volumelric Rate
Total

G-NGV2
Customer Charge
Volumeldic Rate
Total

Yolal Core NGV

25
18,020

$13.42
$0.29541

25

$13.42
$0.331838

$8]

$5.980

18,020

$0.29585

$13.42
$0.77811

$0.33232

$13.42
$0.81458

$5.988

. $3
$6,150

$0.60
$0.03646

$0.77855

$0.81502

$6,153

$0.03646

$0.438138

$0.47484

$12,142

$0.03646

W eal/([[/[TV Z00-€0-L6V
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APPENDIX B TABLE )
PACIC GAY AND ELECTRIC COMPANY
1M DCAP A 1703002

Cocy Rateg 488 Revenust Under 24 Gas Atcord Stnctune
fockedes WACOG and 194 AEAP}

GAS AQCORD RATES & REVEMVES
Morch 1, 1968 Adusied Jor

BCTAP WALOS)

PROPOSED RATES & REVENLES
W8 BCAP
TESTPEROO

ADJ BALNG | RATECQR JTESTPERQD

REVENUE

AD) BLLMNG [RATE OR] TES|
OETERMINANTI CHARGE ] REVENE

PROPOSED
CHANGE
WRATES

OETERMMNANT] CHARGE

eh o

# of Cuslomeny

$¥am o
$oul. me.

3 09

# of Cuytomeny

Who

S ¥ o]

foust mg

§ K000y

[ ul
Mmt mo 5

£

(3]

(@]

©

[2)

&)

gUBERE

L
BUNOLED RATES
NON-CARE RESIDENTIAL
Tier | {Basefne}
Tir B .
Not-CARE Sudiote?
JCARE RESIOENTAL
Tier | (Basells;
Tiec
CARE Subiotal
Pre-GSAGT Dracount Residential Sudlots?
$ and GT Discount
TOTAL BUNOLED RESIDENTIAL

SMALL COUMMERCIAL (G-NR1)
Customer Charge
Summaes Volumetic Tiec A
Sumrer Volumelric Tier 8
Wanter Volumetic Tar A
Wnter Velumetic Tor 8
EUNOLED SML. COMML TOT.

LARGE COMMERCAL IG-NR2)
Oustonar
Summec Vokumeric Tee A
Sumemer Yolumeisc Ter B
Vnlec Volurwiric Tier A
Winler Volumet'c Ter B
BNDLED LRG. COMM. TOT.
TOTAL BUNDULED COMMERCAL
TOTAL BUNDLED CORE

TRANSPORT-QMNLY RATES
NON-CARE RESWOENTIAL
Tier | (Basefing)
e
Non CARE $utiold

CARE RESIDENTIAL
Tier | (Baselng)
Tc it
CARE Subtotad
Pr-GSGY Discount Residental Subw
GS a4 GT Discount
TOTAL TRAKSPORT-ONLY RES.

SUALL COMMERCWAL IG-MR1)
Customer Cherge
Summes Volumetic Tier A
Summec Volumetric Tir B
Winter Yolumetric Tier A
Winter Volumeric T B
TRANSPORT-OMLY SML COMML

LARSE COMMERCIAL (G-NRY)
COuslomer Charge
Summer Volumetic Ter A
Summer Volumetric Tie 8
Yinder Volumetic Thr A
Ynler Yolumelic Tec 8

2552418
1.105.048

§55200
§ Tl

[ REEERL LS
$923 31

2552418
1,905 048

§ 58592
$75058

§1A21847
$029.408

3082454

158018
&

§ 81002

§asass
b 83191

$2200.0n

§ 73048
$ 3 A8

3082484

LD
&30

[ 3 R0

§ 42062
$ 83533

$225%

132 %01
$ 45,303

1IN

$1%37¢

$143302

FIEREY

3 51793}

$ 113808

3882 201

3 8034

$ 235048y

3882 201

§ 80321

$ 2385060

I

218542

I s

3asz201

1007148
18108
45248
R K Foo)
58080

§ 80041

s
52099
§ 52090
§ 80430
$ 20450

$ 233,897

$ .08
$120.010
$35n
$ 1910
33539

3882201

(LA RE] Y
U0
25248
pALN ¥l
LR )

§ 84127

$342
3
$ 3047
Jored
343203

234350

$ 22406
§IR50
$2e
$150001
$a5038

000
§o010t4
-§ 1082

$02304

R ALLEL

88750

s 81022

nnn
S 40578
$40078
§A5448
$454s

X3P AL

$1%4
$079
$0.30%
§ sea
$70u

L R

3 8041)

Hon
$8109
3478
$ 813803

un

[ L XH

14
LR RIC
$3.728

s
16

~§ 21009

oo
§ 10941t
$ 04115
§ 18937
- 03623

4334

$15.014

snz

14188

~§ L2228

380923

§ 837210

SN

L AL RTE

-3 01069

3 8C1T8

§2758.107

L1 0N

SRS IN

300158

168658
458

§ 2018
§s042

§53.347
$25¢

1563 853
4%

$3:208
§ 51747

§ 54858
$232

-$ 00528
-3 0030

BEIR Y
f£8%

1“ers?

wn
<

§ney

s
T

L

$1142
3¢

183,487

18
¢

NS

$20%2
p Kzl

L 2T

S0
19

-§ 00528

300878
-3 00532

%N

278
1%

4871y

N

3142

L8N

$2352

$1.442

1385%

h P ]

$3814)

17380

3014

$85024

-$00e79
-3 00832

2N
183 %

3878

$47¢

1R

99388 8
o
4013
203183
RARZES

[EFTT)

§13a2
§ 29934
§ 29834
37639
$ 37829

g2

§ 2008
78548
17
$109.33%
$ 2031

LTEEN ]

99.368 8

w0
“o1

293183
$37r27

§ 31510

0
$ 30144
§ 15048
§ ¥
$ 19684

§ 54

$3200%
$7820
$e5

[ RLEX R
3 10 850

~§ 00532

00
$ 00280
R ALH
$ 01308
R RN

88 %

0%
CH%N
49858 %
IBEN
4805 %

. 838800

4283
X
1569
RERIN

$35138

$1%0n
§ 18760
313750
§ 22968
22984

$ 250,000

ta
12833
$44n
$50%
$1318

828820

1Y
AW

2589
2411

Iy

pHon
3214
§ 15048
9214
31960

$238.03

$34
S9N
$5.951
$1.048
43

-3 C1882

3000
E R
02
$i6143
-$6312

A%

Qoo%
60 52 %
A0TE%
1078 %
BIRLY

TRANSPORT-QHMLY LRG. COMM.

131980

£30-0)

313868

73500

15311

[ RNIT]

- Gaze

283I%

TOT. TRANSPORT-CMLY COMML

M1l60

)1173

$ 205088

112.760

§ 35418

$ 25241

-$ 61058

AN

FQT. TRANSPORT-ONLY CORE

868590

Wt

§32150

[

§ 3869

§307.%9

-3 01598

44%

TOTAL RESIOENTIAL VOL. and REY.
TOTAL COMNMERCUAL VOL. and REV.

TOTAL CORE VOLUMES & REVENUES

405800
1433990

3.470024

$ 23881760
$ 49207

£.0%8.00
1412990

§ 2400451
S4r2403

$ 11883
-$20.138

o8N
299%

$30T98M

s.arg.021

$3.07258%

-§ 1.05%

LFEA)

(ERD OF APPENDIX B)




