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PUBLIC UTILIfIES.COHHISSION'OF'THt StATB'OF CALIFORNIA 

COMMISSION ADVISORY & COHPLIANCE DIVISION 
Energy Branch 

RESOLUTION E-3064 
December 11, 1981 

PACIFIC POWER AND LIGHT CONPANY (PP8L). AUTHORIZATION FOR 
EXEMPTION FROM FILING REQUIREHENTS FOR 1988 OPERATIONAL AND 
FINANCIAL ATTRITION AND ELECTRIC REVENUE ADJUSTMENT MECHANISM 
(ERAN) ADJUSTHENTS. 

Advice Letter 205-E, tiled November 13, 1981. 

SUMMARY 

8y Advice Letter 205-E, filed November 13, 1981, Pacific Pover and 
Light Company (PP&L) requests an exemption ftom the companyts 1988 
attrition filing requirement and January 1988 Electric Revenue 
Adjustment Mechanism (ERAN) filing requitement. PP&L intends to 
forego its attrition adjustment in ord~r to ptom6t~rate­
stability, a policy discussed in its q6st tecent general ta~e case 
decision. Hovever. if PP&L's anticipated compliance filing in 
Investigation (1.)86-11-019 requires a base rate reduction for the 
1988 effects of the Tax Reform Act of 1986, t~en that reduction 
may be offset by a 1988 attrition increase, leaving present net 
rates unchanged. PP&L'$ request is granted. 

DISCUSSION 

1. PP&L requests exemption ftom filing requirements for its 1988 
attrition adjustment and accompanying adjustBent to its ERAN base 
revenue amount. PP&L claims that this request is due to economic 
depression in its California service area and the need to ke~p 
electricity rates stable. 

2. In Decision 86-12-091, in PP&L's Test Year 1981 General Rate 
Case the Commission authorized PP&L a 13.9% return on common 
equity as fair and reasonable, yet allowed the utility to 
voluntarily constrain its 1981 rate increase to $1.915,million, 
which could result in an overall rate of return of less- than 9%. 
In addition Decision 86-12-091 6rd~red that 1988 and 1989 
increases for attrition and ERAM adjustments be limited to $2.0 
million each year. 

3. One of PP&L's goals is to achieve rate stability. Therefore, 
PP&L is nov requesting no change in revenue levels for 19a5. 
However, the utility reserves its right to file for a 1989 
attrition adjustment or for ERAM adjustments in July, 19A8 or in 
1989 if needed. 
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~ 4. PP&I.I S intentions for no change in 1988 revenue levels could 
be changed by tvo factorsl 

First, PP&L is a respondent in 1.86-11-019, 
an investigation of the Tax Reform Act of 1986. 
It is anticipated that a Commission decision in 
1.86-11-019 viII require a teduction in PP&L's 
1988 revenue requirement. Therefore, PP&L should 
be allowed to file for a 1988 attrition increase 
that exactly offsets Any 1988 decrease ordered in 
1.86-11-019. 

Second, PP&L's ERAN account nay be fully amortized 
during 1988. As of the end of ~e~temb~r,- 1981 the· 
ERAN balance vas about $3.4 million undercollected. 
Present ERAN rates had reduced that balance by about 
$1.3 million over the previous 6 months. In addition, 
a Commission order in 1.86-11-019 may reduce the 
ERAH balance by $1.4 million to retroactively account 
for the 1987 effects of the Tax Reform Act. Thus- it 
is possible that the current BRAN undercollection 
could be amortized prior to the end of 1988. At 
that time PP&L may vish to terminate the BRAN 
amortization rate or pursue other rate adjustments 
consistent with its goal of rate stability. 

5. In future attrition filings for 1988 Or 1989, PP&L should 
justify any requested changes to net plant in service and rate 
base even if the request is for less than previously authorized 
revenue amounts. PP&L should also justify the reasonableness of 
the cost of capital and return On equity in the future attritiOn 
filings. 

6. If PP&L requests a 1988 attrition increase to ~ffset a 
revenue decrease ordered in 1.86-11-019, it should file with its 
attrition request a revised 1988 sumBary of earnings shoving any 
changes to rate base and rate of return. 

FINDINGS 

1. PP&L's request for nO change in 1988 revenue levels is fair 
and reasonable. Therefore t PP&L's request for exemption from 1988 
attrition and January 1988 BRAN filing requirements is also fair 
and reasonable. 

2. If PP&L is ordered to reduce its 1988 revenue requirement by 
CommissiOn decision in I.86-11-019 t then it may request by advice 
letter an offsetting 1988 attrition increase in order to maintain 
no change in 1988 revenue levels. 
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3. PP&L may reserve its rights to file for a 1989 attrition 
adjustmcnt or for ERAM adjostments 1n July, 1988 or in 1989 if 
nceded. 

THEREFORE: 

IT IS ORDERED that: 

1. Pacific Pover and Light Compa~y is exem~ted from its 1988 
attrition and January 1988 Electric ReYenue Adjustment Mechanism 
filing requirements. ' 

2. Pacific Pover and Light C6mpany may requ~st by adVice letter 
a 1988 atttitiOn increase to offset any 1988 revenue requirement 
decrease ordered in Investigation 86-11-019, regarding the 1988 
effects of the Tax Reform Act of 1986. That request must include 
a revised 1988 summary of earnings which'shows any requested _ 
changes to rate base and/or rate of return. ' 

3. This Resolution is effective today_ 

I certify that this Resolution ~as adopted by t~~ Pqblic Utilities 
Commission at its regularly scheduled meeting 'ot, Det~ml>er. 11, 

1~8\~I.E\T:: ~~;';;~ing Coaalssloners approy~}/t ~ 
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G. MITCHELL WILK Executi~e: Director 
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o,romL-sioners 

~mmissrocei Frcdeiick R Duda 
beiO~ .necessarily absent. did ll()l' 
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