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RESOLUTION 

RESOLUTION t~-35JS. PACIFIC GAS AND ELt:crRIC COMPANY 
SUB~llTS FOR HUNG, A SIO MILl,lON INCREASE IN ITS 1998 BASE 
REVENUES TO IMPLJ.:MENT A SETTLEMENT BETWEEN ITSELF, THE 
COUNTY OF SAN LUIS OBISPO, AND Tin: SAN l.UIS COASTAl~ UNIFIED 
SCHOOL DISTRlCT. APPROVED. 

BY AllVICE LETTER 17"S~E FILED ON FEBRUARY 13,1998. 

SUMMARY 

1. By Advice Leller (AL) 1745-E. Pacific Gas and Electric Company (PG&E) submits for 
filing a $10 million increase in base revenues for calendar year 1998 only, as authorized 
by Chapter 282, Section 8660-001-0462, Paragraph 3 of Statutes of 1997 ("U 1997 
Budget Bill"). This $10 million base rc\'enuc increase would allow PG&E to rctOYer 
from ratep..1yers, the amount ofa scll1cment oclwe-cn PG&E, the County orSan Luis 
Obispo (County), and the San Luis Coastal Unified School District (School District). 
The settlement resolws a dispute over the reduction in prolX'rly tax rewilues which 
resulted from implementation of Assembly Bil11890 and PG&E's Diablo Canyoll 
ratemaking. 

2. Upon Commission approval, PG& E would make a S 1 0 million adjustrnent to its base 
revenues by making a one-time entry to the Transition Recovery Account (TRA) at the 
time ofpayolent to the County and School District. D~ausc of the "rate freeze" imposed 
by All 1890 (Brulte), enacted 1996, Chapter 854 and the Commission's implementing 
decisions, this adjustment to base rcwnues \\iIl not immediately change PG&E's level of 
mtes from those ShO\\ll on rate scheduks as of June 10, 1996. It does have the potential 
to increase future mtes. 

3. PG&E reque-sis that this advice filing be ellectlYe March 25,1998. A Commission 
Resolution is n.'quired lx--c3use of its impact on future rates. 

4. The Utility Reform Network (TURN) protested AL 1145-E On March 16, 1998, TURN 
argues that PG&E is required to demonstrate that the additional amount of base revenues 
is ncces...~I)'. 

5. PG& E is authorized (0 make the requested S 10 niillion base rewnue adjustment for 1998 
by making a one-time entry to the TRA at the time of payment to the County and School 
District. as allowcd by the referenced legislation. 



Resolution E·3S3S 
rO&HAL 1745-E/KDA 

BACKGROllND 

May 7,1998 

I. On May 21, 1997, the Commission adopted an initial in~rementat cost incentive prke
(lCIP) for Diablo Canyon Power Plant output and detenllined the lewl of sunk costs that 

-- \\ill be associated with the plant (1).91-05-088, SUperSOOlng D.88-12-08) and D.9S-05-
043). In that proceooing (Application 96-03-(54), the Commission denied thepJcadiogs 
of the County arid School District for fa.\: r~)ief, which they felt would be n~cssalY 
because ofanticip..1ted tax reVCllue shortfalls resulting from the Con\mission's dedsion. 

2. Addrc-s.sing theconccms otthe County and School District; the Commissionstated in 
0.97-05-088 that "[tlhe County tl'lust direct its request (or relie-flo the Legislature and the 
Board [of Equalizatiol'l]. not this Commission.- (CondlisionofLaw 14, p. 83) After the 
Commission's DeciSion was issued, the Cal i fomia Legislatute pasSed into law Chapler 
282, section 8660-001-0462, paragraph 3, of Statutes of 1997. This new law states that if 
PO&E and the County and School District enter into a seHlen1cnt that reSoh'es dainis by 
the latter parties felatillgfothe eflects of AB 1890 (llrulte), ellactedl996, Chapter 854, 
then pG& E .. nay recover an additional amount, not to exceed S 10 r'nilliOr't, through base 
rate-s in 1998. 

1. Notice of AL 1 745-E was made by publication in the Commission's calendar and by 
mailing copie-s of the IiItng to adjacent utilities and interested parties. 

PROTESTS 

t. In its protest fifoo March 16, 1998, TURN sites the statute (Chapter 282, section 8660-
001-0462. paragmph 3, of Statutes of 19(7) to support its position that PG& E is rt."<}uired 
(0 dcmonstmtc that the 3dditional amount ofb..1se revenues is "necessary" for the utility to 
meet the costs associated with the payment to San Luis Obispo County. Tum's objection 
is that "PG&E has Jiot even aUempted to show that the requested increase is 'necessary' 
in order for it to be able to meet these costs." 
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Resolution E-3535 
PO&EAL 174S·H/KDA 

May 7, 1998 

2. In its Mar~h 23, 1998 rcspons~, IJG&B notes the qualit1cation made in the sentence 
rollo\\ing TURN's cit.:', thai the "additional amount is included in those b..1SC revenues 
\\ilhoul r.:gard to the teaS\.lnabkncss of the settlement or the payment. II PO& E argues 
that if the legislature had intended that the Comnlission scrutinize Whether the base 
revenue increase was "ncces..~ry," it would not have exempted the increase from its 
broader reasonableness review. 

DISCUSSION 

I. PO&E. the County, & the School District settled their dispute \\ith the one-time payment 
in the aUlount prescritx"d by the previously referencoo legislation. Therefore, PG&E is 
authorized (0 make the requested $10 "lillion base revenue adjustment for 1998 by 
making a one-time entry to the TRA at the time of payment to the County and School 
District. 

2. In its AL, PG&E states, "This filing \\iIl not increase any rate or charge, cause the 
\\ithdrawal ofseJ"ice, Or conflict \\ith any rate schedule or rule!' As pre"iously noted, 
the requested base revenue increase "in not have an immediate en~t on rates lx'Cause of 
the rate freeze pre.sently in eO«1. However, the S to million base rewnue adjustment \\ill 
at least potentially increase rates in future years. 

FINDINGS 

I. PG&E filed AL 1745-E on February 13, 1998 requesting authoril)' to make a $10 million 
adjustment to its base revenues for 1998 by making a one-time entry to the Transition 
Recovery Account. 

2. The requested $10 million base revenue increase aHows PO&E to r('('owr from 
ratepayers, the amount ofasellleni.ent between PG&E. the County of San Luis Obispo 
and the San Luis Coastal Unil1ed School District. The seUlement resolws a dispute over 
the rt.-duction in property tax rcwnues which re·sulted from implementation of An 1890 
(IJrulte). enacted 1996. Chapter 854 and PG&E's Diablo Canyon ratemaking. 

3. Notice of AL 1745-E was made by publication in the Commission's calendar and by 
mailing copies of the filing to adjacent utilities and interested parties. 

3 



Resolution E·353S 
PG&E Al. 1145·8 I KDA 

May 7, 1998 

4. In a protest filed March 16, 1998, TURN dtes the legislation and objects that PG&E is 
requir~ to demonstratc that the additional amount ofb..'lSC revenues IS "n~c$.~·" for the 
utility to nlcet the costs associated \\llh thc pa)'nl~nt (0 San I.uis Obispo County. 

5. With res~t to TURN's Protest, the legislation is clear that the $10 millioii is to be 
included in PG&Efs base revenues \\ithout further revicw of the "rtasonablcness" ofthe 
payment (Chapter 282, section 8660-001·0462, paragraph 3, of Statutes of 1997). 

6. PG&B requests that this ad\'ke filIng be cf}'\."Ctivc March 25. 1998. which is 40 days after 
the date filed. 

1. Not\\ithstandil'lg PO&E's staternent that, "This filing "ill not increase any rate or charge, 
•. /' the requested base revenue increase at feast has the potential to iMrease rates. in 
future years. 

8. Ad"ice LeHer 1745·E R"'quires a COIilmission Resoluti()n to lx'Come efiecti\'c. 

THEREFORE IT IS ORDERED THAT: 

l. PG&E IS authorized to increase its b.."tSc reWnues for 1998 by $10 million by niaking a 
one-time entry to the Transilion Rccovel)' Account at the time ofpa),nlcnt to the County 
of San Luis Obispo and the San I.uis Coastal Unified School District. 

i. This Resolution is cfiecli\'c today. 
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Resolution E·353S 
PO&E AL 114S·E I KDA 

May 1, 1998 

I hereby certify that this Resolution was adopted by the Public Utilities Commission at its 
regular n\eeting ~n May 1, 1998. The (ollo\\ing Commissioners approved it: 

WESLEY .FRANKLIN 
Exe~utive Dir(-(·tor 

Richard A. Bilas. President 
P. Gregol)' Conlon 
HeiuyM. Duque 
Josiah L. Neeper 
Commissioners 

Commissioner Jessie J. Knight, Jr., being 
Necessarily absent, did not participate. 
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Resolution E-3535 
PO&EAI.1745·E/KDA 

May 7. 1998 

I hercby certify that this Resolution was adoptoo by the Public Utilities Commission at its 
regu1ar meeting on May 1, 1998. Thc follo\\ing Commissioners approved it: 

; . : ,". ". 

Richard A. Bitas. Prc.sident 
P. Gregory Conlon 
Henry M. Duque 
Josiah L. Neeper 
Commissioners 

Conlmissioner Jessie J. Knight, Jr., being 
Nc-ccssaril)' absent, did not participate . 
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