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RESOLUTION

Resolution E-3669.  Pacific Gas and Electric Company (PG&E) seeks approval of revised Appendices B, C, and D pursuant to Decision 00-02-046 Ordering Paragraph 1.b. to reflect the results of the complete tax version of PG&E’s Results of Operations Model.  Approved.

By Advice Letters 1979-E and 2219-G, filed on March 20, 2000.

__________________________________________________________

SUMMARY

Pacific Gas and Electric Company (PG&E) filed on March 20, 2000, Advice Letters (ALs) 1979-E and 2219-G pursuant to Decision (D.) 00-02-046.  Ordering Paragraph 1.b. of that decision requires the revision of its appendices B, C, and D to reflect the results of the complete tax version of PG&E’s Results of Operations (RO) model.  Running the complete tax model resulted in a decrease of annual electric revenue requirements of $2.2 million (AL 1979-E), and an increase of annual gas revenue requirements of $22.9 million (AL 2219-G).  This resolution approves PG&E’s ALs 1979-E and 2219-G.

BACKGROUND

PG&E filed Application (A.) 97-12-020 in December 1997, requesting, among other things, to increase rates and charges for electric and gas service.

The Energy Division (ED) required PG&E’s assistance in using PG&E’s RO model to generate tables needed for decision support.  A significant impediment preventing ED from independently running the RO model was PG&E’s tax model.  PG&E’s tax model is a proprietary third-vendor model that cannot be run on a personal computer.

An April 19, 1999, an Administrative Law Judge’s (ALJ) ruling identified three alternative approaches for producing the necessary RO tables for the proposed and any alternate decisions.  On May 21, 1999, an Assigned Commissioner’s Ruling (ACR) adopted alternative 3, which dictated that PG&E would run a so-called “Simplified Model” at CPUC offices with Energy Division’s oversight.  The simplified model was only “simple” in the sense that it contained a less detailed tax model that was capable of being run on the computers available at the CPUC.

Alternative 3 identified the procedure by which the RO tables would be produced for the proposed decision and any alternates.  It mitigated parties’ concerns about giving PG&E advance information on the proposed or alternate decisions by including safeguards to restrict the flow of information from the PG&E modeling representatives.  Finally, alternative 3 included a provision to allow PG&E to produce the final appendices (using PG&E’s proprietary detailed tax model) after the Commission had adopted an initial decision.  The April 19, 1999, ALJ ruling, acknowledged that “the output from the complete model is likely to differ from that produced by the simplified model” and that “the accuracy of the simplified model compared to that of complete model is dependent on the degree to which the capital related assumptions differ from those used in PG&E’s case-in-chief.”

Ordering Paragraph 1.b. of D.00-02-046 incorporates the language of alternative 3 and orders PG&E to “file with this Commission an advice letter that includes revised versions of Appendices B, C, and D that incorporate and reflect the resolution of issues adopted in this decision based on the complete, tax version of its Results of Operations model (complete tax RO model).”

Per D.00-02-046, PG&E has rerun the RO model using the complete tax model.  As a result, the annual revenue requirement for electric has decreased by $2.2 million, while the annual revenue requirement for gas has increased by $22.9 million.  PG&E has revised the tables in Appendices B, C, and D to reflect these changes.

Ordering Paragraph 1.b. also requires PG&E to submit revised tariffs.  Because the changes for electric are small, PG&E proposes to reflect the electric revenue requirement revision in the Transition Revenue Account.  However, PG&E requests that any bill adjustments be suspended until final decisions are rendered in five other proceedings that will impact rates.  Since the filing of AL 1979-E, four of the five proceedings have been decided; the System Safety and Reliability Enhancement Funds Balancing Account proceeding is still pending.  For gas, PG&E proposes to reflect the revised revenue requirement in rates in the next True-up or BCAP.

NOTICE

In accordance with Section III, Paragraph G, of General Order No. 96-A, PG&E mailed copies of these advice letters to other utilities and interested parties.  Public notice of these filings was made by publication in the Commission's calendar.

PROTESTS

On March 21, 2000, James Weil, on behalf of Aglet Consumer Alliance (Aglet), filed a single protest that discussed issues for five different ALs; included in Aglet’s protest were ALs 1979-E and 2219-G.  Of the three major issues raised by Aglet’s protest, only the first, having to do with the uncollectible factor, directly pertained to ALs 1979-E and 2219-G.  Aglet argued that the uncollectible factor of 0.00337 adopted in D.00-02-046 (and incorporated into the tables in Appendices B and C) was in error; unless that factor was corrected, the revised Appendices B and C would also be in error.

Modesto Irrigation District (MID) filed a letter on April 19, 2000, in response to PG&E’s advice letter 1979-E.  MID did not protest any issue raised in PG&E’s advice letter.  Rather MID requested clarification of the difference in dollar amounts between the various rate schedules.  MID further requested that “PG&E identify the CTC impact of these rates and rate adjustments on departed customers.”

On March 28, 2000, PG&E responded to Aglet’s protest.  PG&E filed two responses – one for issues that involved the electric ALs, and one for issues in the gas ALs.  The uncollectible factor (the only Aglet matter relating to ALs 1979-E and 2219-G) was discussed in both of PG&E’s responses.  PG&E argued that the factor it used was in compliance with D.00-02-046, and that the appropriate vehicle to correct the decision is to seek rehearing.

On April 26, 2000, PG&E responded to MID.  In its response, PG&E stated that it did not consider MID’s letter to be a protest.  Nevertheless, PG&E did attempt to provide the information that MID had requested.

DISCUSSION

PG&E’s phase 1 of its 1999 General Rate Case presented many modeling challenges and obstacles.  Of particular concern was the computation of the plant-related tax data.  PG&E provided ED with a simplified, EXCEL-based version of its complete plant and tax models to enable ED to run cases and scenarios.  However, these “simplified” models only produced approximate results and the Commission allowed that after the final decision was issued, PG&E would run its complete model at PG&E headquarters to produce precise results.

PG&E uses ACUFILE, a third-party proprietary model, to calculate its taxes.  The outputs of ACUFILE are used by the RO model to calculate the revenue requirements.  The CPUC had no computers that were capable of running the complete program.  The detailed nature and complexity of the ACUFILE model does not lend itself to simplification.  PG&E, nonetheless, provided ED with a very simplified, EXCEL-based version of its tax model.

PG&E provided the following brief description of its complete tax model:

The “tax model” which computes plant-related tax data (e.g., tax vs. book cost basis, tax depreciation, deferred taxes) does run on a “server” as opposed to a “personal computer.”  The model tracks each plant group separately – its book basis, basis differences, and tax basis – and computes the necessary tax data (depreciation, deferred taxes, and income adjustments) for each group and then sums the results for all plant groupings, including past recorded additions and differences.

PG&E’s simplified EXCEL-based program did not attempt to duplicate the detailed calculations performed by the complete tax model.  It was expected that the revenue requirements for gas and electric would change once PG&E ran its ACUFILE program at its headquarters.  Pursuant to Ordering Paragraph 1.b. of D.00-02-046, PG&E, in consultation with ED, scheduled a workshop to discuss the revisions brought about by the running of the complete tax model.  The purpose of the workshop was to ensure that all parties understood how the revised numbers were derived and were comfortable with the magnitude of the changes.  The workshop was held on March 30, 2000.

The change in the electric revenue requirement was much smaller than the change in the gas revenue requirement (a $2.2 million decrease vs. a $22.9 million increase).  To better understand why the gas changes were greater, ED issued a data request to PG&E.  As explained by PG&E, the book depreciation adopted for gas in D.00-02-046 was $173 million less than that sought in the Comparison Exhibit.  The Comparison Exhibit gave ratepayers the benefit of an approximate $58 million credit in deferred tax expense.  The change in book depreciation was so large that the simplified model (which used the Comparison Exhibit as a starting point for its computations) could not produce a change in deferred taxes that was consistent with the change in depreciation.  We find this explanation reasonable.

None of the attendees at the workshop expressed concern over the accuracy/reasonableness of the changes brought about by the running of the ACUFILE program.  Similarly, neither of the protests received by ED questioned the workings of the model.  We believe that the revisions to the gas and electric revenue requirements brought about by the running of the complete tax model are reasonable.

No action need be taken regarding the protests of Aglet and MID.  As stated previously, only one of the three issues (the uncollectible factor) raised by Aglet has an impact on these ALs.  We agree with PG&E that, in revising Appendices B, C, and D, it properly used the uncollectible factor adopted in D.00-02-046.  Revisions to the uncollectible factor are properly the subject of an application for rehearing of the decision.  We note that on March 27, 2000, Aglet filed such an application.  As for MID, its April 19, 2000 letter cannot reasonably be classified as a protest.  MID sought clarification of one issue and requested that PG&E identify the CTC impacts on certain customers resulting from AL 1979-E.  PG&E responded to this letter on April 26, 2000, and no further action is needed.

We believe that ALs 1979-E and 2219-G have properly revised Appendices B, C, and D of D.00-02-046, as required by Ordering Paragraph 1.b. of that decision.  Annual electric revenue requirements should decrease by $2.2 million, while annual gas revenue requirements should increase by $22.9 million.

Because the electric revenue requirement change is small, we agree with PG&E that the best way to reflect these electric changes is to include them in the Transition Revenue Account.  PG&E has also requested that any billing changes be postponed until final decisions are reached on five proceedings that will impact rates.  Only one of the five is still pending.  PG&E should be allowed to suspend any adjustments until the System Safety and Reliability Enhancement Funds Balancing Account proceeding is finalized.  For the gas revenue requirement changes, PG&E’s proposal to reflect the revised revenue requirement in rates in the next True-up or BCAP is reasonable.

COMMENTS

The Draft Resolution of the Energy Division in this matter was mailed to the parties in accordance with PU Code Section 311(g).  Comments were filed on (date) by (names of parties).

FINDINGS

1. As ordered in D.00-02-046, PG&E filed Advice Letters 1979-E and 2219-G on March 20, 2000.

2. The CPUC did not possess a computer capable of running the complete tax model.  In order to compute the Results of Operations tables associated with D.00-02-046, PG&E provided the Energy Division with an EXCEL-based simplified tax model.

3. Ordering Paragraph 1.b. of D.00-02-046 required that Appendices B, C, and D of that decision be revised to reflect the running of a complete tax model.

4. All parties understood that PG&E would be responsible for running the complete tax model at its corporate headquarters.

5. A workshop to discuss the complete tax model was held on March 30, 2000.

6. Neither the workshop participants nor the two letters of protest have questioned the workings of the complete tax model.

7. These Advice Letters are not the proper forums for evaluating Aglet’s protest regarding uncollectible factors.  PG&E has properly used the uncollectible factor adopted in D.00-02-046.

8. PG&E has clarified and responded to the requests raised in MID’s letter of April 19, 2000.  No further action is needed.

9. PG&E has successfully run its ACUFILE tax model.  As a result, the annual electric revenue requirement should decrease by $2.2 million; the annual gas revenue requirement should increase by $22.9 million.

10. Aglet’s protest of the uncollectible factor, as it pertains to ALs 1979-E and 2219-G, is denied without prejudice.

11. Rather than filing new tariffs for the small electric revenue requirement change, PG&E shall reflect that change in the Transition Revenue Account.  Billing adjustments shall be suspended until a final decision has been issued in the System Safety and Reliability Enhancement Funds Balancing Account proceeding.  PG&E shall reflect the gas revenue requirement change in its next True-up or BCAP.

THEREFORE, IT IS ORDERED that:

1. PG&E’s Advice Letters 1979-E and 2219-G are approved.

2. Aglet’s protest of the uncollectible factor, as it pertains to ALs 1979-E and 2219-G, is denied without prejudice.

This resolution is effective today.

I hereby certify that the foregoing resolution was duly introduced, passed and adopted at a conference of the Public Utilities Commission held on September 20, 2001; the following Commissioners voted favorably thereon:

______________________

WESLEY M. FRANKLIN

EXECUTIVE DIRECTOR
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