PACIFIC GAS AND ELECTRIC COMPANY�REBUTTAL TESTIMONY�OF�PAUL R. PRUDHOMME�Chapter 2A�REVENUE REQUIREMENTS


Q  1	In their testimony on February 28, 1997, several parties addressed the issue of setting the CPUC distribution revenue requirements as the residual after removing the FERC authorized transmission revenue requirements from the total of transmission and distribution.  Given the ALJ Scoping Ruling of January 31, 1997 and the Assigned Commissioner Ruling of May 8, 1996 which require the utilities to demonstrate that the costs assigned to distribution are derived from distribution-related functions, why is PG&E continuing to recommend that the distribution revenue requirements be set as the residual after removing the FERC authorized revenue requirements for transmission?


A  1	For PG&E, this is a question of timing and need.


The parties have litigated and the Commission has decided PG&E’s 1996 General Rate Case (GRC).  This cost separation proceeding simply unbundles these authorized amounts into functional components.  Amounts are then adjusted for legislated requirements to yield the 1998 revenue requirements.  To provide a stand-alone estimate for distribution would require a complete litigation of a GRC for the distribution function because by 1998, the 1996 authorized revenue requirements are no longer directly linked to the cost estimates that produced them.


Whether to separate revenue requirements for transmission and distribution functions is first a question of timing.  PG&E is required to file a 1999 GRC.  To the extent FERC authorizes transmission revenue requirements that differ from the transmission revenue requirements in that GRC proceeding for 1999, PG&E would request a change at FERC.  Therefore, the revenue requirements could be set on a consistent basis.


Whether to separate revenue requirements for transmission and distribution is secondly a question of need.  If PG&E’s proposed Transition Revenue Account (TRA) is adopted in this proceeding, there is no need to separate transmission from distribution at this time.  The only reasons that the other parties are proposing to separate transmission from distribution are:  (1) to define the revenue requirements for those functions when the rate freeze ends and (2) to reduce PG&E’s currently authorized revenue requirements by removing more for transmission in this proceeding than the FERC will add.  PG&E will not benefit from its proposal in this proceeding because its total authorized transmission and distribution revenue requirements will not change from the levels authorized by this Commission and the legislature.


Q  2	Are the 1998 revenue requirements for the transmission function calculated on a consistent basis between CPUC and FERC jurisdictions?


A  2	No.  For the FERC filing, PG&E has calculated revenue requirements for transmission by separately estimating the expense and capital related expenditures for 1998 using the FERC required methods.  For the CPUC Cost Separation filing, as stated above, PG&E has separated the CPUC-authorized revenue requirements from PG&E’s 1996 GRC together with the legislated increases into the functional categories including transmission.  These two methods will generally not produce the same revenue requirements.


Q  3	Does PG&E plan to submit its FERC transmission revenue requirement in this proceeding?


A  3	Yes.  After its March 31 ISO filing at FERC, PG&E will submit in this proceeding its requested FERC transmission revenue requirement so that all parties can estimate the residual distribution revenue requirement that results from PG&E’s proposal.
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