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PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

E\'ALlJATION & COMPLIANCE DIVISION 
Energy Dranoh 

RESOLUTION 

RESOLUTION Q-2687 
A\lgust tS, 1986 

PACIFIC GAS & ELECTRIC COMPANY (PG&E) ORDER AUTHORiZING' 
APPROVAL OF A PROPOSEP REFUND FOR THE ELECTRIC AND GAS 
DEPARTMENTS. TO BE CREDITED TO THE ELECTRIC REVENUE ADJUSTMENT 
MECHANISM (ERAtH AND. TO THE GAS ADJOSTMENT CLAUSE (GAC) . 
BALANCING ACCOUNTS, RESPECTIVELY 

By Advice Lett~rs 1361-G and 1115-E. filed May 30. 1986 PG&E, 
requests Commission approval to adjust refund am()\lnts'or~dlted to 
ERAM and GAC base rate balancing acounts. in accordance with 
Decision (D.) 85-12-071. as modified by D.66-0S-016. 

BACKGROUND 

By D.85-12-071 the Co~~lssion concluded an l~quiry into the 
reasonableness of ratemaking estimates for PG&E's at.t.riti<>n year 
1985, which had be~n .dopt6d in the utility's test y6ir 1964 
general rate case. By D.85-12-071 the 1985 a~trition year . 
increase (ordered previousiy by D.84-12-(62) was affirmed. Nlth 
the exception that PG&E would refund reVenue related to any 
shortfali in recorded 1985 weighted average rate base • 

. PG&E was 'ordered to file a prOpOsed refund plan by Advice Let:t~r' 
on or before March 31. 1986. D.85-12-011 also ordered t.hat th~ 
refund amounts be· implemented as credits to PG&E's ERAM andGAC', 
accounts. On March 31 t '1986 PG&E requ~sted an ~xt.tmston'oftime 
to May 31, 1986, and by D.86-0~-Ol~ the extension was grAnted. . 

The refunds i'esult from the revenues that flow from the difierefi66 
between authorized tate base and recorded rate base in attrition . 
year 1935. In lieu of calculation of revenues through a fuJi 
offset results of operation, D.85-12-071 ordered that the refunds 
be calculated by a formula which includes the effects of' r~t.urri o'n' 
rat.e base and associated income taxes. The formula does not 
consider PG&E revenues al.readY collected for depieciatioti on the 
rate base difference, ad valorem taxes, etc .• but was developed to 
expedite the return of the refund amounts to ratepayers. 

Near the end of calendar 1985, in an effort. to implement the 
refunds quickly, PG&E estimated the amounts' of the refunds. imd 
credited them to the ERAM and GAC accounts. Evaluation and' 
Compliance Division work papers show that the amounts credited_at 
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t.he end 6f Ilecember. 1965 were $33.000',006 t6 ERAM and 
$14.861.838 to GAO. for a total 6f $41.881.836. It was 
antiolpated that tinal COMpany figures wOl,ld be available in time 
to file the ord&tod Advice Letters. 

PRESENT REQUEST 

Advice Letters' 1361-0 and 1115-£ seek authorization to, adjust t.he 
December, 1985 Qredits. based on final ~ate base values. 
At.t.achment. I to the Advice Letters (d1..1pllcat&d as Attaohment I to 
this Resolution)sho~s PG&E's calculation of the refund 
requirements. The refunds ate $28.513.000 for the Eleotrl¢ 
Department and $11,931,000 tor the Gas Department, for a total of 
$40.444.000. 

PROTESTS 

No protests to Advice Letters 1361-G and 1115-£ were received. 

DISCUSSION 

The Advi~6 Lett6rs are filed in c6mpli6nce Nlth D.85-12-071, .rt~ 
the proposed refund pian pr()pe~ly accomplishes that complianc6. 

Al though the effect of PG&E's proposal is to giant refunds of .. , 
$40.444 million to ratepayers, the Advice Letters thElmselvesNill 
aut.horlzedebits t·o ratepaYers, because th6 refund or~·dits . 
estimated and taken in December, 1985 exceed the tinalcaiculat~d
values. The effeot of t.6day' 5 aut.horizat.ion is to debit the, . 
balancing accourtts as shown in the table baloN: 

Refund ReQuir¢rn¢nts ($000) 
Electtio Gas Total 

$ 28.613 
(33.QOO) 

$ (4,467) 

$ 11.931 '$ 40,444 
(14.882) (47.682) 

$ (2,951) $ (7.438) 

Tot~l te~uirefuents' 
December. 1985 oredits 

Net debits now authorized 

The Evaluatiort and Compl.iance DiviSion staff has reviewed' PG&E 
Horkpapers supporting the calculations ort Attachment I and in the 
table above, and finds that they are adequate to support 'th~ 
refunds requested, subject to further audit' 6f the rate base . 
figures. Because the refunds are based on unaUdited 1985 weighOted 
average tate base. today's authorization NiLl be made subj~ctto 
reasonabieness review by Commission staff during its next audi~ of 
t.h~ ERAM and GAG balancing a.ccot:mt.s. . 

If subsequent. audits result. in changes to recorded welghted 
average rate base. t.he associated revernte adjust.inertt shall be 
subject. t·o interest. charges from the effective date 6f "th!t; order. 
at the interest rate normally applied to ERAM and GAC balancing 
accounts . 
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We 'find t.hat PG&E' s l"etu~d plan 1& fair and reasQnabl~. b.s 
modified to mak6 th~ refunds GubJe6t to adjustment fOllQ~lng 
s\tdl t. The refund plan should be implemented lrntnediately • 

THEREFOREt 

1. Paolfio Gas and Eleotrio Company 1~ order~d to impiement the 
refunds ordered by D.85-12-071 and D.86-05-016. by debiting 
$4,467,000 to its ERAM balanoing account and $2,951.000 to its GAC 
balanoing account, effeotiYe today. 

2. Implementation of this refund plan will complete oompliance 
with D.85-12-Q71 and D.8~-05-016. subject to reas6nableness review 
and audit by the Commission staff during its next regular audit of 
PG&E's ERAM and GAo balanoing accounts. . 

3. If t.hose audits result in any change in revenu&r.equlren\ents
due to change in re.corded w~ighted average rate base tor 1985.~ the 
a55()oiatedr~venue adjustments in the ERAM and GAO balanoing .. 
accounts shall be'subjeot to interest charges, fr~m t6day.at the 
inter'st rat&a authotiz&d jot th~ b~lanci~g acoounts. 

I certify that this resolution was-~dopted by thEi PublioUtillties 
Commission at its meeting'on August 18, 1986. The following . 
Commissioners approved it: 
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AdvtCt Mos, 136~-G/l115-E 
~esOlutl~n C-i6&7 

PAClft¢ GAS AN~ ELECTRtC COMPANY 
RECOROtb WEIGHTED AVERAGE RATE BASE 

YEAR \~eS . 
REFUHD REQUIREMENTS CAlCULATION. 

(Thousands of Dollars) 

AUTHORIZED RATE BASE (0.83-t2-068) 

CPUC Jurisdictional 

RECORDED RATE BASE 

loU \ Oepa~nt 

CPUC A" Otl ti on 
. 

tpuc Jurisdictional 

RATE BASE blFFE~EHtE 

CPUC Jurisdictional 

REFUND REQUIRfMENTS 

Rate of Return 

Net-lo-Gross Multiplier 

Total Refund'~equ1rements 

• 

Eleetrh: 
~pltrtment 

$5.572.70S 

$5.624.586 

.966736 

$5.437,,456 

$ 135.249 

.125300 

1.682482 

S 28,513 

Cas 
Department lOUl 

$1.7~1.47~ $7.~3'.06S 

1.000000 

$1.'tl~4~9 S'.14$.9jS 

. . 
S 56,446' $ 191.&95 

.125300 

1.'686879 

$ 11.931 S 40~444 .' 


