PACIFIC GAS AND ELECTRIC COMPANY�REBUTTAL TESTIMONY�OF�GARY K. IRWIN�Chapter 2B�SEPARATION OF TOTAL INTO COST CATEGORIES


Q  1	PG&E has included the administrative costs associated with the CARE program in the distribution revenue requirement.  CLECA and TURN propose that these costs should be part of the public purpose program revenue requirement.  Do you agree with CLECA and TURN?


A  1	Yes.  PG&E agrees that these costs should be moved from distribution to the public purpose program revenue requirement.


Q  2	What are the estimated costs for CARE administration that should be moved from the distribution category to the public purpose program category?


A  2	PG&E has calculated the administrative costs for the electric portion of the CARE program to be about $585,000.  This amount includes both the direct administrative costs as well as an allocated portion of A&G costs.


Q  3	Please explain how the CARE costs of $585,000 are calculated. 


A  3	Following is a breakdown of the electric portion of CARE administrative costs:


CATEGORY�
�
$ (000)�
�
CARE Administrative Costs (Gas And Electric)��
�
$     799�
�
�
Electric Customer Factor�
�
55%�
�
�
Electric CARE Administrative Costs�
�
�
$     439�
�
Cost Caused A&G For Distribution�
�
$102,721�
�
�
A&G  Factor (CARE / Distribution)��
�
.142%�
�
�
CARE A&G costs�
�
�
$     146�
�
Total CARE administrative costs�
�
�
$     585�
�



Q  4	Should some portion of Common and General (C&G) plant be included with the CARE administrative costs?


A  4	Yes.  PG&E has already allocated shared C&G costs based on the results of the A&G survey.  Therefore, since CARE is already a part of the public purpose program category in the survey, a portion of C&G plant is already allocated.


Q  5	TURN has alleged that the Commission approved “PUC-approved marketing costs of $1.6 million for PG&E” in its 1996 rates (p. 9, TURN Report).  TURN proposes that these costs “allocated to marketing should be removed from the revenue requirement entirely.”  Do you agree with TURN?


A  5	No.  First, the purpose of my testimony is to separate the 1996 GRC base revenues as adopted by the CPUC.  As described in the rebuttal testimony of Mr. McCarty, adding to or subtracting from GRC-approved revenues or legislated changes in this proceeding is inappropriate.  At any rate, TURN’s denotation of these costs as marketing costs is incorrect.  In fact, the CPUC excluded all non-DSM marketing account costs from PG&E’s 1996 adopted revenue requirement (see D.95�12�005, Appendix B, p. B�17).  These costs are actually related to the Customer Accounts function for customer-related education.  As the Commission stated:  “We grant this funding in recognition that changes in industry structure, such as those anticipated in R.94�04�031, will require customer account representatives to spend more time educating customers about industry change, tariff options, and PG&E’s changing role as a utility provider.  These efforts will be in addition to the marketing and sales efforts for which we deny ratepayer funding.  The $2.9 million� we approve today will be added to customer service accounts” (emphasis added, D.95�12�005, p. 42).


Q  6	CLECA has proposed that the approximately 200 direct-connect customers, for which approximately $23 million in plant has been invested, “should not be lumped in with distribution plant” (CLECA report, p. 18).  What is PG&E’s position with regard to this?


A  6	In PG&E’s February 14, 1997, Supplemental Testimony, PG&E revenue allocation witness Steven Haertle has allocated these direct connection revenue requirements only to transmission voltage level rate schedules.  Although direct connection revenue requirements are shown as distribution for cost separation purposes, they are not allocated to customers taking service at the distribution voltage level.  Therefore, they are not lumped in with distribution plant.  Nonetheless, PG&E would like to offer some clarification on this matter from the viewpoint of cost separation.  The direct connect category, as presented in this application, represents only those interconnection facilities previously recorded in transmission accounts that have been refunctionalized to distribution (see PG&E testimony p. 2�11, lines 17 through 24).  Therefore, the direct connect category, as PG&E has defined it, is not a bottoms-up total of customer-related costs for these customers, rather it is only the transmission facilities associated with these direct-connect customers.  The purpose of calculating only the transmission portion of the direct-connect costs is so that they can be separated from the network transmission category for ISO control and to conform with FERC’s October 30, 1996, Declaratory Order which excludes these facilities from network transmission.  As shown in PG&E’s workpapers on pages 2�69 and 2�119, the direct connect category includes $19,469,000 of 1995 recorded transmission plant and excludes all distribution plant associated with this group of customers.  The sole purpose of this calculation is to separate these costs from network transmission. 


Q  7	CLECA refers to “$23 million in plant” for the direct connect cost category.  Could you explain what the 1996 estimated plant for the direct connect category is?


A  7	The direct connect category consists of two parts; direct transmission-account plant and an allocation of common and general plant.  On page 2�37 of the workpapers (line 1, column 22), the 1996 direct plant is shown as $20,544,000.  This represents the recorded plant scaled to the 1996 adopted amount.  The common and general plant allocated to the direct connect category is $565,000 as shown on page 2�38.  Therefore, the total 1996 plant for this category is $21,109,000 (Workpapers, p. 2�14, line 24), not $23,000,000. 


Q  8	Is the definition and costs of the direct connect facilities as contained in this application consistent with PG&E’s definition in Docket No. EL96�48�000 with the FERC?


A  8	Yes, these direct connect facilities are consistent with the description in the Affidavit of Mr. Dennis Benevides for PG&E, in Appendix 1 on pages 8 and 9.  Further, FERC has granted PG&E’s proposed delineation of facilities between local distribution and transmission (Order Granting Petition for Declaratory Order in Part, issued October 30, 1996, p. 1, paragraph I).


Q  9	PG&E has proposed some revisions to the separation of CARE administrative costs and other parties are recommending various cost separation changes (e.g., CLECA pages 8 and 21; TURN pages 4 and 5; and ORA page 13).  If these various changes are adopted in this proceeding, how would you propose to re-calculate the separation of costs?


A  9	PG&E recommends that if any changes from PG&E’s December 6, 1996 proposal are adopted in this proceeding, PG&E should re-calculate its cost separation model and provide a late-filed exhibit that documents the changes in cost separation and resulting revenue requirements.


�	Seventh Annual Report to the CPUC, pages 24 and 49.


�	CARE estimated labor of $180,098 divided by distribution labor of $127,162,000.


�	The $1.6 million TURN refers to can be calculated by multiplying the customer accounts electric/gas factor of 55 percent times the $2.9 million referred to in the 1996 GRC decision.
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