PACIFIC GAS AND ELECTRIC COMPANY�REBUTTAL TESTIMONY�OF�STEVEN R. HAERTLE�Chapter 3�REVENUE ALLOCATION


Q  1	What is the purpose of this testimony?


A  1	The purpose of this testimony is to rebut proposals to allocate nuclear decommissioning and Incremental Cost Incentive Pricing (ICIP) revenue requirements on a equal cents per kWh basis.


Q  2	Do you agree with the proposals of ORA and AECA to allocate nuclear decommissioning and ICIP revenue requirements on an equal cents basis?


A  2	No, I do not for two reasons.


Q  3	Please explain those reasons.


A  3	The first reason is a definitional one.  The Commission adopts non-EPMC based allocation methods (for example, equal cents per kWh) for costs that are “end-use oriented and not directly related to the ongoing production, transmission, distribution or access functions of the utility [emphasis added].”  (D.95�04�050, p. 76).  These costs, for example, include power factor adjustments, streetlighting facilities, and non-firm credits which can be “assigned directly to rate groups” (D.95�04�050, p. 76).  Additionally, the Commission applies “equal cents per therm or kWh allocations to costs associated with a societal good or service” such as the CARE discount (D.95�04�050, p. 76).


Clearly, nuclear decommissioning and ICIP revenue requirements do not meet these definitional criteria.  These costs are not end-use oriented, are related to the ongoing production function of the utility (ORA Report, p. 18), cannot be assigned directly to rate groups, and do not provide a societal good or service.


Q  4	What is your second reason?


A  4	The second reason is PG&E’s compliance with legislative and regulatory directives regarding cost allocation of non-bypassable costs.  For non-exempt customers, nuclear decommissioning costs and ICIP revenue requirements are non-bypassable (AB 1890 § 367 and § 379).  Their allocation, therefore, should be consistent with CTCs, for which the CPUC and AB 1890 have prohibited cost-shifting (D.95�12�063, D.96�01�009, and AB 1890 § 367(b)).  Applying an equal cents per kWh method to allocate nuclear decommissioning and ICIP revenue requirements, would violate legislative and regulatory cost-shifting prohibitions, because it would change the capped�EPMC allocation in rates effective June 10, 1996.


Q  5	How should these two revenue requirements be allocated to customer classes and schedules?


A  5	The nuclear decommissioning and ICIP revenue requirements should be allocated to all schedule revenue requirements based on the System Average Percent (SAP) method.  The SAP method allocates revenues to each rate schedule by the proportion of that schedule’s total revenue to the system total revenue.  Consequently, the SAP method reflects the current allocation of these costs, which is based on the Commission’s adoption of a capped-EPMC allocation in Decision 95�12�051, in rates effective June 10, 1996.


Q  6	Does this conclude your testimony?


A  6	Yes, it does.
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