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� Seq Q \h \r �� seq A \h \r �Pacific Gas and Electric Company�chapter �seq chapter \c�1��POLICY�


CLARIFICATION


Q  � seq Q �1�	In light of ALJ Weissman’s procedural ruling dated January 31, 1997, do you have any clarification to your testimony about how PG&E plans to adjust its revenue requirements from year to year during the transition period?


A  � seq A �1�	Yes.  PG&E’s 1998 revenue requirement will be its authorized 1996 General Rate Case revenue requirement as adjusted by other Commission-authorized revenue requirement changes and by base revenue increases mandated by AB 1890.  As also mandated by AB 1890 (Section 368(e)(1)), PG&E will file a 1999 GRC.  PG&E expects that the GRC will establish the 1999 electric distribution revenue requirement.  Also, as described in PG&E’s January 31, 1997, Petition to Modify Decision 96�12�088, PG&E plans to file an electric distribution PBR application in late 1997, to become effective January 1, 2000.  The electric distribution revenue requirement established in the 1999 GRC will constitute the starting point for the approved PBR mechanism, and the PBR mechanism applied to this starting point will determine the electric distribution revenue requirements for 2000 and following years.  Transmission revenue requirements during the transition period will be determined by the Federal Regulatory Energy Commission.


Q  � seq Q �2�	Does this conclude your testimony?


A  � seq A �2�	Yes.


�
�seq chapter \h \r 2�Pacific gas and electric company�chapter �seq chapter \c�2��revenue requirements


�
Pacific Gas and Electric Company�Chapter �seq chapter \c�2��revenue requirements


corrections and revisions


Q  1	In light of ALJ Weissman’s procedural ruling dated January 31, 1997, does PG&E have any changes to its testimony regarding the derivation of costs assigned to transmission and distribution?


A  1	PG&E’s testimony supporting Application 96�12�009 separates the costs authorized in the 1996 General Rate Case decision into unbundled generation, transmission, distribution, and public purpose program revenue requirements by means of detailed analyses of the functions associated with these costs as described in Chapter 2 of its filing.  PG&E then adjusts these functionalized 1996 sunk and ongoing revenue requirements for 1998 by including specific cost changes by function as shown in Table 2�3 and described in Section J of Chapter 2.  PG&E’s filing assigns costs by means of functional analysis.  However, PG&E does propose that the distribution revenue requirement for 1998 be determined on a residual basis by subtracting the 1998 transmission revenue requirement as approved by FERC from the CPUC-authorized revenue requirement for transmission plus distribution (page 2�22).  Unbundling by itself should not result in a change in those total revenue requirements that have been recently adopted by the Commission.  PG&E should not enjoy a windfall or suffer a shortfall because of unbundling.  Nevertheless, if the Commission rules that the distribution revenue requirement for 1998 may not be determined on this residual basis, PG&E’s filing provides ample support for assigning costs to distribution on a functional basis.


Q  2	Does PG&E have any updated information to provide related to the revenue requirements in Chapter 2, Table 2�3, of its testimony?


A  2	Yes.  At this time, PG&E is updating its original testimony for the Commission’s recent ruling on PG&E’s Economic Stimulus Rate (Resolution E�3479, issued January 23, 1997), for the FERC transmission filing to be made on or before March 31, 1997, and for PG&E’s 1998 sales forecast (supplemental testimony Appendix 2D).  The results of this update are included on the Revised Table 2�3 attached.


Specifically, the adjustment for the Economic Stimulus Rate on line 30 of the original Table 2�3 has been removed.  Line 32 of the Revised Table 2�3 has been revised to reflect PG&E’s assignment in the FERC transmission filing of the 1998 AB 1890 base revenue increase between transmission and distribution.  Line 38 of the Revised Table 2�3 shows the resulting increase in revenue requirements from the elimination of the designated sales revenue in the 1998 revenues at present rates.  Line 39 of the Revised Table 2�3 now shows the total retail sales revenue from the 1998 revenues at present rates.  Finally, line 37 of the Revised Table 2�3 has been recalculated to maintain the rate freeze and the total retail sales revenue on line 39.


At a later time, PG&E expects to update its testimony further to reflect ongoing developments such as the Commission’s February 5, 1997, decision on public purpose programs.


Q  3	Does this conclude your corrections and revisions?


A  3	Yes.


�
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�
� Seq Q \h \r �� seq A \h \r �Pacific Gas and Electric Company�Chapter �seq chapter \c�3��REVENUE ALLOCATION


corrections and revisions


Q  1	Do you have any modifications or revisions to your testimony?  


A  1	Yes.  I am providing additional testimony describing the following allocations:  (1) Rate Reduction Bond (RRB) revenue requirement to customer classes and (2) transmission-level direct connection costs and customer accounts expenses.  The results of these revisions are shown in Tables 3�1 and 3�2.


Q  2	How will PG&E implement the RRB requirements of AB 1890 effective January 1, 1998?


A  2	In the RRB application that PG&E must file by June 1, the company will identify the revenue requirement for the principal and interest on the bonds.  PG&E will allocate this revenue requirement to the eligible customer classes using the System Average Percent (SAP) method.


Q  3	Do you have any other revisions to your December 6, 1996, testimony?


A  3	Yes.  I am providing Tables 3�1 and 3�2, both of which reflect three revisions.  First, I have updated these tables to include the 1998 electric sales forecast in Appendix 2D, Section B, and the corresponding revenue estimate in Appendix 2D, Section C.  Second, I have corrected the transmission revenue allocation by including bulk transmission marginal costs, which were inadvertently omitted from the original application.  The third revision to Tables 3�1 and 3�2 is the assignment of direct connection costs and customer account expenses for transmission-level customers.


Q  4	Please explain your initial allocation of the transmission level direct connection costs and customer expenses in PG&E’s December 6, 1996, filing (A.96�12�009).


A  4	Initially, direct connection plant costs (including transmission lines, land, relay equipment, and metering) were refunctionalized from the transmission revenue requirement to the distribution revenue requirement.  In turn, the distribution revenue requirement was allocated to electric customers (including those at transmission voltages) using the distribution Equal Percent of Marginal Cost (EPMC) allocation factor.


Q  5	Is there a more accurate method to allocate direct connection costs?


A  5	Yes.  A more accurate assignment of direct connection costs can be made by removing these costs from the distribution revenue requirement and directly allocating these costs to transmission-level customers using an EPMC allocation factor based on customer marginal costs.  This factor equals a transmission schedule’s customer marginal cost revenue requirement divided by the total customer marginal cost revenue requirement for all transmission level schedules.  In addition, I have allocated a portion of the distribution revenue requirement—representing customer account expenses—to each class and schedule.


Q  6	Please explain this additional allocation.


A  6	I have allocated the Customer Accounts Expense (and a portion of the Administrative and General expenses and Payroll taxes) to each schedule using a marginal customer cost EPMC allocation factor.  The purpose of this allocation is two-fold.  First, this allocation prevents assignment of expenses relating to distribution voltage equipment to transmission level customers, who do not use this portion of PG&E’s electric plant.  Second, this allocation ensures that customer account expenses, which represent billing and customer service, are assigned to customers at all voltage levels.


Q  7	Does this conclude your corrections and revisions?


A  7	Yes, it does.	


�
�seq chapter \h \r 4�Pacific gas and electric company�chapter �seq chapter \c�4��RATES


�
� Seq Q \h \r �� seq A \h \r �Pacific Gas and Electric Company�Chapter �seq chapter \c�4��RATES


INTRODUCTION AND SUMMARY


Q  � seq Q �1�	Do you have any modifications or revisions to your testimony?


A  � seq A �1�	Yes.  I am offering testimony in several areas:  (1) revised testimony which provides that the average cost for Power Exchange (PX) energy shown on the bill for full-service customers will be the class average rather than the system average; (2) corrected testimony which provides that customers exempt from CTC are also exempt from the cost of the above-market portion of the Incremental Cost Incentive Price (ICIP) for output from Diablo Canyon; (3) testimony clarifying the conditions under which PG&E would allow use of load  templates in lieu of real-time meters for residential direct access customers; (4) testimony clarifying how the CARE discount is applied to direct access customers; (5) additional testimony detailing how functional revenue will be determined for presentation on the bills of Master Meter and Streetlight customers; (6) testimony revising the percentage allocations for billing of certain large customer groups; (7) additional testimony describing how the rate reduction bonds will be reflected in residential and small commercial customer rates as required by paragraph 4 of the Administrative Law Judge’s (ALJ) January 31, 1997, Ruling on Schedule, Scope and Other Procedural Matters; (8) revised testimony regarding the development of tariffs; (9) testimony presenting Revenue at Present Rates using a Test Year 1998 sales forecast; and (10) testimony updating the rate tables for the revised revenue allocation and correcting several minor errors in agricultural rate design.


The average cost for PX energy shown on the bill for full service customers will be the class average rather than the system average


Q  � seq Q �2�	What is the change you propose to full service customer billing?


A  � seq A �2�	On page 4-4, line 15, PG&E proposes to show the system average PX cost on all full-service customers’ bills.  PG&E now proposes to use the class average PX cost to more accurately reflect the characteristics of the customer group.  PG&E also clarifies this average cost to specify the most recent calendar month.  Accordingly, delete “monthly system average cost of PX energy” and replace this phrase with “class average cost of PX energy for the most recent calendar month.”  Similarly, the remaining references to the “system” average must be revised as follows:


on page 4-5, line 18, replace “system” with “class”;


in Figure 4-1, delete “system” and insert “class” after “monthly” in the same line; and


on page 4-7, line 11, replace “system” with “class”.


Customers exempt from CTC are also exempt from the above market portion of the Incremental Cost Incentive price for output from Diablo Canyon


Q  � seq Q �3�	Please provide your correction to testimony which provides that customers exempt from CTC are also exempt from the above market portion of the ICIP for output from Diablo Canyon.


A  � seq A �3�	Pursuant to Section 367 of AB 1890, uneconomic assets associated with nuclear settlements, among other costs, may be collected from customers on a nonbypassable basis.  Section 372 exempts certain customers from paying for uneconomic assets described in Sections 367, 368, 375 and 376.  Accordingly, customers exempt from the costs of uneconomic assets are also exempt from the above-market portion of ICIP.  


	This change is incorporated in testimony with the following modifications:


page 4-10, lines 22-23, delete “, overmarket ICIP,”;


page 4-10, line 23, delete the entire sentence beginning “Charges…”, and insert “These charges will be determined based on schedule average percentages from Table 3-2.”; 


page 4-11, line 3, after “CTC”, insert “and over market ICIP”; and 


page 4-11, line 4, delete the sentence beginning “The CTC…”, and insert “The exempt amount will be determined by removing the PX cost and nuclear decommissioning from the generation portion of the OAS bill.”


use of load  templates in lieu of real time meters for residential direct access customers


Q  � seq Q �4�	Please clarify the conditions under which PG&E would propose use of load templates in lieu of real-time meters for residential direct access customers as suggested on  page 4-7 of your testimony.


A  � seq A �4�	Specifically, PG&E expects that if the Commission authorizes the use of load templates for direct access customers in lieu of a real-time meter, the same load template will be used by that customer’s energy supplier to purchase energy and by the utility to reduce the otherwise-applicable schedule (OAS) bill.  PG&E proposed similar symmetry when requiring that the OAS bill be reduced by the actual cost of energy based on customer-specific loads and prices when a customer has a real-time meter.  As described by PG&E on page 4-7, this symmetry ensures that direct access customers and full-service customers pay the same non-energy amounts, thus preserving the no cost shifting rule; and ensures that a price signal is provided to customers that yields benefit only to the degree customers obtain a lower cost energy supply.  These objectives are equally applicable to the use of load templates.


Q  � seq Q �5�	Will PG&E  provide testimony on the development of load templates?


A  � seq A �5�	PG&E is not offering testimony which provides the specifics of load template derivation at this time.  In accordance with paragraph 3 of the ALJ’s Ruling on Schedule, Scope, and Other Procedural Matters dated January 31, 1997, PG&E will provide testimony in this area as directed by the Commission if an affirmative policy decision allowing load templates is rendered.  Such testimony would include the development and structure of the load template, the number of templates proposed for use, the process for updating templates, and the source of data for load templates.


Application of California Alternate Rates for Energy (CARE) discount to direct access customers


Q  � seq Q �6�	What testimony does PG&E wish to add concerning rate design for the CARE discount?


A  � seq A �6�	With regard to how the CARE discount would be applied to Direct Access customers, PG&E agrees with Edison that the CARE discount must be determined before any deduction is made to recognize a credit for direct access (Prepared Testimony of Southern California Edison Company in this Cost Separation Proceeding, p. 51).  This requirement will ensure that a direct access customer continues to get the full benefit of the current discount.


detail of how functional revenue will be determined for presentation on the bills of Master Meter and Streetlight customers


Q  � seq Q �7�	What testimony does PG&E wish to add concerning the rate proposal for Master Meter and Streetlight customers?


A  � seq A �7�	Master meter and streetlighting customers require individual assessment of functional revenue on their bills because customers in these groups may contribute significantly different amounts of revenue to the distribution function depending on what options, or combination of options, they select.  This additional testimony provides the mechanism to reflect these differences on customer bills.


Q  � seq Q �8�	What is your recommendation for determining the functional revenues for the streetlighting group?


A  � seq A �8�	Streetlight accounts on Schedules OL-1, LS-1 and LS-2 are currently billed a monthly rate per meter, which incorporates both a monthly facility component and an energy component (equal to the product of the average monthly kWh usage and a set energy rate from the streetlight tariff).  The facility charges, which will be allocated solely to the distribution component, vary in amount according to lamp type.  Due to these variations, the percent of total charge for the functional components will differ from one customer to the next, depending on the number and type of lamps assigned to each account.  Table 3-2, which provides the net allocations by function to all streetlight customers, is therefore insufficient to distinguish these differences.  To provide the needed differentiation between the types of streetlight lamps, the schedule average percent allocations have been developed for the energy portion of the total monthly charge only (provided below).  Once the energy dollars for each component have been calculated, the appropriate facility charge(s) can be added to the distribution component to arrive at the correct total charge breakdown.  The appropriate functional percentages for billing purposes with facilities charges removed are shown on Table 4-1.


Q  � seq Q �9�	What is your recommendation for customers receiving submeter discounts?


A  � seq A �9�	Residential rate Schedules ES and ET offer a set of discounts ($ per space) to customers who provide metering, billing and distribution services to tenants through a master meter.  Currently, master meter customers are billed at the regular Schedule E�1 rate and then given a credit based on the number of spaces billed and served through the master meter.  Thus, some customers may have 500 spaces and others may have 10.  Since the master meter customer bill is equal to his bill on Schedule E�1 less the product of the  number of spaces and the discount, customers may contribute differently to distribution.  To recognize the unique contributions of customers with different numbers of spaces, PG&E will apply percentages to separate the customer’s bill into transmission, distribution, public purpose programs and generation, before the credit for the master meter discount is applied.  To ensure that non�master metered E-1 customers are billed with percentage allocations to each function absent the current master meter discounts, PG&E has revised the percentages for all Schedules E-1 and EL-1 as shown in Table 3-2 , and proposes to apply the allocations shown in Table 4-1.


If the total bill is less than zero after application of the master meter discounts, the Minimum Average Rate Limiter will apply as it does today.


The percentage allocations for billing purposes for certain large customer groups


Q  � seq Q �10�	How does PG&E propose to modify the percentage allocations used for billing large customers?


A  � seq A �10�	As shown in Table 3-2, PG&E has developed firm and nonfirm percentages for use in dividing Schedules E-19 and E-20 customer bills into amounts for transmission, distribution, public purpose programs and generation.  These percentages are based on the allocations by voltage, first to firm-only customers, using firm-only billing determinants, and then to nonfirm-only customers, using nonfirm-only billing determinants.  The result of such an allocation, if carried through to rate design, would produce different rates for firm and nonfirm customers due to differences in their load characteristics.  Such an allocation would be inappropriate given the past rate design for these classes of customers.  Specifically, rates for firm customers are designed based on all customer load, both firm and nonfirm.  Nonfirm rates are then determined by simply subtracting the fixed nonfirm discount from the firm rates.  To remedy this concern, we have used the average of these two groups as presented in Table 3-2 and derived the firm and nonfirm percentages separately for use in allocating revenue to individual functions for billing.  The revised billing percentages for Schedules E-19 and E-20 are provided in Table 4-1.


proposal for rate reductions for residential and small commercial customers as mandated by AB 1890


Q  � seq Q �11�	How will PG&E reflect the reductions for residential and small commercial customers in rates as mandated by AB 1890?


A  � seq A �11�	The ALJ’s January 31, 1997, Ruling on Schedule, Scope and Other Procedural Matters requires all applicants to this proceeding “to propose a means for reflecting the 10 percent reduction in rates starting January 1, 1998” (paragraph 4).  In response, PG&E now proposes to implement the reduction to eligible customers by reducing their bill (before taxes) by no less than 10 percent.�  PG&E will account for the bill credit as reduced CTC collection.  The credit will be applied to a direct access customer’s otherwise-applicable schedule (OAS) bill before being reduced by the PX cost.  This ensures the amount of the discount remains unaffected by a customer’s choice of direct access.


Q  � seq Q �12�	What schedules does PG&E expect to be eligible for the bill credit?


A  � seq A �12�	PG&E expects that applicable schedules shall include all residential schedules and commercial Schedules A-1, A-6, A-10 and E-19 voluntary.  Customers on these commercial schedules, however, may be less than or greater than the 20 kW eligibility threshold established by AB 1890.  Accordingly, PG&E expects to provide greater detail concerning the eligibility for this discount in the Rate Reduction Bond application.  


Q  � seq Q �13�	Does your original testimony as set forth on December 6, 1996, need to be modified to reflect the position set forth above?


A  � seq A �13�	Yes.  Footnote 13 on page 4-11 is deleted.


Tariff Development


Q  � seq Q �14�	Does PG&E need to revise its position on tariff development as presented in Chapter 4, Section H?


A  � seq A �14�	Yes.  Section H should be deleted and revised as shown below to reflect Decision 96�12�088, issued on December 20, 1996.


	“H.  TARIFF DEVELOPMENT


In the Roadmap II Decision (D.96-12-088, page 20), the Commission sets forth its expectation that preliminary tariffs shall be filed and served in June 1997.  These preliminary tariffs would then be discussed by parties in workshops or other forums.  Final tariffs must be approved by October 1997.”


Revenue at Present Rates


Q  � seq Q �15�	Have you provided testimony in this proceeding that revises the Revenue at Present Rates estimate to incorporate a Test Year 1998 sales forecast?


A  � seq A �15�	Yes.  PG&E has developed a sales forecast for 1998 and the corresponding revenue estimate and included that testimony in Appendix 2D titled “Electric Sales Forecast.”  I am sponsoring Section C of Appendix 2D which presents PG&E’s Revenue at Present Rates estimate.


Update of  rate design Appendix 4B


Q  � seq Q �16�	Please provide a revised Rate Table based upon the revenue allocation presented in the Errata for Chapter 3.


A  � seq A �16�	A revised Appendix 4B is attached which shows the revised functional rates.  In addition, PG&E has corrected several minor errors to the agricultural rates and has added functional rate tables for A-RTP and Schedule E-9 which were omitted from the application.


�
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�
PACIFIC GAS AND ELECTRIC COMPANY�STATEMENT OF QUALIFICATIONS of daniel r. pease


Q  1	Please state your name and business address.


A  1	My name is Daniel R. Pease, and my business address is Pacific Gas and Electric Company, 77 Beale Street, San Francisco, California.


Q  2	Briefly describe your responsibilities at Pacific Gas and Electric Company.


A  2	I am a team leader in the electric rates section of the Rates Department.  I am responsible for estimating revenue and developing and evaluating retail electric rates.


Q  3	Please summarize your educational and professional background.


A  3	I received a Bachelor of Science degree in Civil Engineering from Washington State University in 1978.  I was employed by PG&E as an engineer in the General Construction Department from 1978 to 1983.  In addition to working on various construction projects during that period, I worked for a short time on a team that provided technical support for the Diablo Canyon Rate Case.  In 1983, I transferred to the cogeneration section within the Siting Department where I was responsible for various cogeneration power purchase agreements and related matters.  I moved to the Rates Department in February 1989.  I am a registered civil engineer in the state of California.


Q  4	What is the purpose of your testimony?


A  4	I am sponsoring Chapter 4, “Rates,” Sections A through H, and associated Appendices 4A and 4B in this proceeding.  I am also sponsoring Chapter 4 Errata and Appendix 2D, Section C.


Q  5	Does this conclude your statement of qualifications?


A  5	Yes, it does.


�
PACIFIC GAS AND ELECTRIC COMPANY�STATEMENT OF QUALIFICATIONS of RONALD R. HELGENS


Q  1	Please state your name and business address.


A  1	My name is Ronald R. Helgens, and my business address is Pacific Gas and Electric Company, 77 Beale Street, San Francisco, California.


Q  2	Briefly describe your responsibilities at Pacific Gas and Electric Company.


A  2	I am electric team leader in the PBR and revenue forecasts section of the Revenue Requirements Department.  I am responsible for PG&E’s forecasts of electric loads and customers as well as the operating component of the O&M Adder, the Northwest Pricing analysis, and the total factor productivity analysis.


Q  3	Please summarize your educational and professional background.


A  3	I received a Bachelor of Business Administration, Master of Arts, and Ph.D. degrees in Economics, with an emphasis in Mathematical Economics and Econometrics, from the University of Iowa.  During this time I taught courses in economics at the University of Iowa.


From 1976 to 1983, I was Assistant Professor of Economics and Business at Lake Forest College, Lake Forest, Illinois.  I presented research papers before international forums and published various topics of economic research.


Since 1985, I have been a part-time professor of Economics and Business at Golden Gate University where I have taught graduate and undergraduate courses in Economics and Business.


I joined PG&E in 1983, as an energy economist in the Economics and Statistics Department.  I was responsible for forecasts of industrial energy use and conservation impacts.  In 1984, I was promoted to senior economist in the economics and forecasting department, where my responsibilities have included supervision of the department’s oil price forecast, short-term economic analysis, energy research activities, and world energy market analysis.  In 1992, I was named team leader in the sales forecasts section of the Revenue Requirements Department, where my responsibilities have included supervision of the electric loads and customer forecasts as well as supervising the analysis of the operating component of the O&M Adder, the Northwest Pricing analysis, and the total factor productivity analysis.  On June 3, the sales forecast section was reorganized and became the risk, revenue and regulatory analysis section.


I have previously testified before this Commission and the California Energy Commission (CEC).


Q  4	What is the purpose of your testimony?


A  4	I am sponsoring sections A and B of Appendix 2D, “Electric Sales Forecast,” in this proceeding.


Q  5	Does this conclude your statement of qualifications?


A  5	Yes, it does.


�
Pacific Gas and Electric Company�STATEMENT OF QUALIFICATIONS of Robert D. Levin


Q  1	Please state your name and business address.


A  1	My name is Robert D. Levin, and my business address is Pacific Gas and Electric Company, 77 Beale Street, San Francisco, California.


Q  2	Briefly describe your responsibilities at Pacific Gas and Electric Company.


A  2	I am a team leader in the cost of service section of the Rates Department.  My responsibilities center around development of marginal and embedded cost-of-service studies for ratemaking and other applications.


Q  3	Please summarize your educational and professional background.


A  3	I received a Bachelor of Arts degree in Mathematics from UCLA in 1968 and a Ph.D. in Operations Research from U.C. Berkeley in 1977.  I joined PG&E in 1977 and have worked as an economic analyst, a senior fuels planner, and a senior gas control analyst.  I also worked at Bernard Baruch College (City University of New York) as an assistant professor of statistics and computer information systems.


I testified as cost allocation witness in the 1993-1994 phase of the Gas Storage OII (I.87-03-036).  I have also presented testimony in several of the separate cases included in the comprehensive Expedited Application Docket 92�07-049, et al.  I testified as a marginal cost witness in the 1995 Biennial Cost Allocation Proceeding (A.94�11�015) and in the 1996 GRC.


Q  4	What is the purpose of your testimony?


A  4	I am sponsoring Chapter 2, “Revenue Requirement,” Sections C and D and associated Appendix 2A (Sections A through C and F), as well as Appendices 2B and 2C, in this proceeding.  In addition, I am now sponsoring the testimony of Timothy J. Calabretta, Appendix 2A, Sections D and E.


Q  5	Does this conclude your statement of qualifications?


A  5	Yes, it does.








�
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�
Pacific Gas and Electric Company�APPENDIX 2D�ELECTRIC SALES FORECAST


INTRODUCTION


This appendix explains the development of the 1998 electric sales forecast and revenue at present rates estimate in accordance with the Administrative Law Judge’s Ruling on Schedule, Scope, and Other Procedural Matters dated January 31, 1997.  


ELECTRIC SALES forecast


PG&E develops econometric models to forecast electric sales for residential, light and power, agriculture, interdepartmental, and streetlighting categories.  Econometric models are a means of representing economic behavior through statistical methods such as regression analysis.  Other categories are forecasted exogenously, based on information from customers and other sources.


The methodology employed is essentially the same as that used by PG&E and adopted by the Commission in Decision 96-12-080 in last year’s Energy Cost Adjustment Clause (ECAC) proceedings.  Model specifications have been altered only to include trend variables, representing efficiency improvements, where such variables are statistically significant.  The models have been updated with an additional four quarters of recorded data where appropriate.


PG&E utilizes DRI/McGraw Hill (DRI) to produce economic and demographic forecasts.  The most recent DRI regional economic forecast was used to drive PG&E’s electric sales forecast for the 1997-1998 period.  The following table summarizes the DRI inputs used in the new sales forecast:


Percent Changes��	1996-1997			1997-1998�
�
Real Per Capita Income�
�
1.4�
�
	1.8�
�
Commercial Employment�
�
1.7�
�
	3.2�
�
Industrial Production�
�
5.0�
�
	5.0�
�
�
�
�
�
�
�
The forecasted electric prices reflect the 10 percent rate reduction for residential and small light and power customers associated with the Rate Reduction Bond financing mandated in AB 1890.  


PG&E’s 1998 electric sales forecast is contained in Table 2D�1.


Revenue At Present Rates


PG&E has estimated its revenue in the same manner adopted in past ECAC proceedings.  PG&E begins with the sales and customer forecasts.  Next, these forecasts are disaggregated at the rate schedule level.  Forecasts of billing determinants (customers, sales, demands, and other billing factors as required for each rate schedule) are derived based on the most recent available 12 months of recorded billing data.  For this estimate, PG&E utilized recorded data for the period December 1995 through November 1996.  With the necessary billing determinants, revenue is calculated by the product of rates currently in effect� (i.e., those rates requested to be effective on January 1, 1997, by Advice Letter 1612�E�B, in compliance with Decisions 96�12�060, 96�12�077, 96�12�079, and 96�12�081) and the relevant billing determinants.  Table 2D�2 provides the revenue summary for 1998.  PG&E’s workpapers provide detailed descriptions of the revenue estimate for Test Year 1998.





�



�	Similar bill credit mechanisms are proposed by Southern California Edison Company on page 52 and San Diego Gas and Electric Company on page I-2 of these respective cost separation applications.


�	The Revenue at Present Rates estimate utilizes present rates that do not reflect the 10 percent or greater reduction associated with the rate reduction bonds for residential and small commercial customers established by AB 1890.
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