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Decision 98-09-tXH Sept<:>mb<:>r 3, 1998 lIDaa~OO~~&~ 
BEFORE THE PUBLIC UTILITIeS COMMISSION OF THE STATE OF CALIFORNIA 

In the ~1Mter of the Application of San Diego 
Gas & Electric Compan}' (or Authority to Incte,lse 
its Gas alld Electric Revenue Rcquirenlents to 
Reflect its Accomplishments (or Dell'h'md·Side 
Management Ptogranl Years 1994, 1995, and 1996 
in the 1997 Annual Earnings Assessn\ent 
PrOCeeding (II ABAP") (0 902 ~f). 

And RClated Matters. 

OPINION 

Applic«ltion 97-05{)O2 
(Filed ~1a}' 1, 1997) 

Application 97-05-0<» 
(Filed ~1ay I, 1997) 

Application 97-05-005 
(Filed ~fa}' I, 1997) 

Application 97-05-026 
(Filed May 5, 1997) 

\Ye deny the April 29, 1998 Petition of Southern California Edison 

C()mpan}~ (SCE) for Modification of Decision (D.) 98-03-063. \Ye find that the 

allocation of demand-side managen\ent (DS~1) earnings to the ele<:tric 

distribution reVenue requirement is consistent with the language of Public 

Utilities (PU) Code §§ 381 and 382 and should be implemented in the revenue 

allocation proceeding, as ordered in D.98-03-063. 

BaCkground 
The Annual Earnings Assessment Proceeding (AEAP) establishes utility 

shareholder incentives (ot DSt\1 accomp1ishme~ts. In D.98-{)3-063, the 
r -...~ 

Commission authorized earnings for pre·1998 DSM" programs for Pacific Gas and 
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Elc<tric COll\pany (PG&E), SCH, $an Diego Gas & Electric Company (SDG&E) 

and Southern California Gas Con\pany. For raternakiHg purposes, we dirfftoo 

the utilities to llSC authorized DSl\-t e<lmings "to adjust the distribution revenue 

requircmcnt in calculating headroom." (0.98-03-063, rllinleo. p.li.) 'Ve st<ltcd 

our intention to oversee this al1oc<ltion nlaiter "in our n('xt revenue alloc<ltion 

proceeding." (Ibid.) 

On April 29, 1998, SeE filed a petition to modify this ratemaking treatment 

(Petition). SCE's Petition notes that the tables in the back of 0.97-08-056 place 

recovery of DSMearnings in the public purpose revenue requireil\Cnt and 

nonbypassablc surcharge, ratherthan in the electric distribution revenUe 

requiremcnt. To reconcile this difference, SCE proposes t~at 0.98-03-063 be 

mOdified to con(ornl to the accounting in the tables in D.97-08-056. SCE argues 

that this n\()dification is reasonable "{g)iven thc careful consideration of cost 

, allocation issues the Con\mission undertook in the Ratesetting Proceeding." 

(Petition, pp. 2-3.) 

On lvlay 29, 1998, PG&E filed a response to SCE1s Petition and, with 

permission from the assigned Administrative Law Judge, ,PG&E supplemented 

, its response on June 19, 1998. PG&E opposes SeE's Petition. PG&B argues that 

the raternaking treatrnent ordered in 0.98-03-063 is 'more consistent with the 

statutory language of Assembly Bill (AB) 1890 and should be retained. 

Discussion 
In considering SeE's Petition, we note that ht'adrooll\ will be reduced 

undet either rater-naking treatment, i.e., whether DS1v1 earnings are allocated to 

the distribution revenue tequiren\ent or to the public purpose revenue 

requirement.· HoWever, under the approach proposed by SCE, revenue 

. requirements assodated with DSM earnings would also betOrne part of the 

pubHc pU'rpose program nonbypassable surcharge. Therefore, to determine 
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whether this apl)toach is reasonable, we look first at the statutory provisions 

establishing that nonbypass~ble surcharge. 

Section 381 (a) of PU Code provides in rde\'i\1lt part: 

liTo ensure that the funding (or the progran\s described in 
subdivision (b) and Section 382 arc not comfl'tingled with othcr 
revcnurs, the comnlission shall require each electrical corporation to 
identify a separate rate component to coiled the revenues used to 
fund these programs. The rate component shall be a nonbypassable 
clement of the local distribution scnriee and be collected on the basis 
of usage." 

0.97-08-056, at nlimco. p. 10, cnun\erates the rohlponerits of the publIc 

purpose progran\ nonbypassable sur~harge: II AB 1890 requires the establishn'ient 

of a separate rate component to colleel the revenues to fund (1) cnetg)' efficiency 

activities; (2) research alld development; (3) operation and dcvelopn\ent of 

renewable resource technologies; (4) low incon\e energy efficiency services' 

(LIEE), and (5) the California Alternative Rate for Energy (CARE) progrMl\." 

The rem(1.indcr of PU Code §§ 381 and 382 idclltify the specific components 

of annual funding for the nonbypassable surcharge and establish minimum 

funding levels_ In 0.97-02-014, we dcterrllined that initial fUl\ding le\'els would 

be set at the nunimurlllevels set forth in PU Code §§ 381 and 382. (0.97-02-014, 

Otdering Paragraph 2.) In doing so, we also made dear that AEAP shareholder 

incentives would not come (ronl the public purpose progr,1m revenue 

requirenlent: 'iHowever, htnding lor (AEAP) shareholder incentives will not 

COIDe lron\ the levels authorized today for § 381«(')(1) energy efficienC}' 

programs.1I (Ibid, minteo. pp. 36-37.) 

In view oE the above, we find that the raten'laking treatmellt directed in 

0.98-03-063 is more consistent with the provisions of the PU Code §§ 381 and 382 

than the treatment proposed by Edison it\ its PetitiOI\. This approach is also 

consistent with SDG&E's treatn\ent of the pubHt purpose r'e\'cnues in 
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D.97-08-056, as set forth in Table 1 of Appendix C, at Jines 19 through 24 . . 
Accordingly, we den)' Edison's Pc-tition. 

As PG&B points out, retaining the rc1t('making tr(,(ltmcnt adopted in 

0.98-03-063 does not require a n\odUication of D.97-08-056. The revenue 

requirements and rat('s adopted in 0.97-C)8-056 remain unchanged.' ·The 

provisions of 0.97-08-056 will remain in effect for 1998, while the requirements of 

0.98-03-063 will go into effect in the revenue allocation proceeding, to be 

effective in 1999. 

FIndings of Fact 
1. The raternaking treatment directed in D.98-03-063 is more consistent with 

the provisions of the PU Code §§ 381 and 382 tha"o the treatnlenl proposed by 

SCE in its Petition. 

2. The ratemaklng treatn\cnt adopted in 0.98-03-063 does not require a 

. nlodification of D.97-08-056. 

Conclusions of Law 
1. SeE's April 29, 1998 Petition (or ~iodification of D.98-03-063 should be 

denied. 

2. In order to incorporate this decision into the revenue allocation proceeding, 

this order should be effective today. 

, It should be not~4 that 0.98-03-063 adopted a di((erenl AEAP shareholder incentivc 
revenue tcquirem~fI.l (or 1998 than the incenti\'e re\'enue requit€'ment underlying the 
tables appended to 0.97-08-056. However, n6 action ha~ oc.en taken to allocate these 
re\'emle requirements to date, since we ditcctedthat such allocation should be done in 
the reVenue allocation proceeding. Hence, the teyenue change reflecting authoriied 
shareholder incentives (per 0.98-03-063) will ~~e "elledi\'e in 1999. 
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ORDER 
. 

IT IS ORDERED that: 

1. Southern California Edison COJ'l'lpany's April 29, 1998 Petition for 

l\1odification of Decision 98-03-063 is denied. 

2. AppHcation (A.) 97-05-002" A.97-05-00-J, A.97-05-005, and A.97-OS-0i6 arc' 

dosed. 

Thisorder is -cf(ecth,c tOday. 

Dated September 3J 1998, at San Francisco" California. 
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RICHARD A. BILAS 
. President 

P. GREGQRY CONLON 
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