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RESOLUTION

Resolution G--3317 Pacific Gas and Electric Company (PG&E) requests the Commission’s approval to credit the over-collected revenue requirements for medical and life insurance Post-retirement Benefits Other than Pensions (PBOPs) for the period of 1996 through 1998 to three different accounts.  The filing is made in compliance with Decision (D.) 00-02-046.  Approved. 

BY ADVICE LETTER -2272-G/2050-E FILED ON October 27, 2000.
_______________________________________________________________________

SUMMARY

This Resolution approves the request by PG&E to credit the over-collected revenue requirements for medical and life insurance PBOPs for the period of 1996 through 1998 to the Core Gas Fixed Cost Account (CFCA); the Non-core Customer Class Charge Account (NCA); and the Electric Transition Revenue Account (TRA).  Applying the credits to the aforementioned accounts is more cost effective than disbursing checks or crediting ratepayer’s individual accounts.

ORA’s protest is denied.

BACKGROUND

Advice letter 2272-G/2050-E is filed in compliance with PG&E’s 1999 General Rate Case (GRC), D. 00-02-046 (pages 319-324). The filing is to correct the difference between the estimated PBOPs expenses adopted in PG&E’s 1996 GRC and the recorded expenses for 1996-1998.   The methodology is the same as the PBOPs adjustment adopted in PG&E’s 1996 GRC D. 95-12-055 (ordering paragraph 8) that corrected the difference between the estimated PBOPs expenses adopted in the 1993 GRC and the recorded expenses for 1993-1995.  The calculation of the revenue requirement adjustment is consistent with PG&E’s proposal adopted by the Commission in D. 95-12-055 section VI (c) (5) (d) (page 33), as modified in D. 96-05-010.

In the 1999 GRC, the Office of Ratepayers Advocates (ORA) argued that PG&E had not complied with ordering paragraph 8 of the 1996 GRC decisions and proposed that PG&E be ordered to refund what ORA contended to be the remainder of the amount due.  The 1996 decision directed PG&E to file an advice letter reducing the revenue requirement by the amount of PBOPs over-collection accrued through December 31, 1995.   PG&E filed its advice letter complying with ordering paragraph 8 of the 1996 GRC decision on June 7, 1996.    At that time ORA did not protest the amount of the over-collection, the methodology used to determine the over-collection, or how the over-collection was applied.  The advice letter was reviewed by the Energy Division and found to be in compliance with D. 95-12-055.  The Energy Division letter is dated July 23, 1996.

Also, in the 1999 GRC, the Commission concluded that ORA had not demonstrated that its PBOPs proposal was supported by record evidence.  The Commission concluded that the proposal was procedurally defective because PG&E had not had the opportunity to present rebuttal testimony in response to the proposal.  ORA’s proposal was not adopted.

NOTICE

In accordance with Section III-G of General Order 96-A, PG&E stated that a copy of Advice Letter 2272-G/2020-E was mailed to the utilities and interested parties.  Notice of Advice Letter 2272-G/2020-E was made by publication in the Commission’s Daily Calendar.

PROTEST

PG&E’s Advice Letter 2272-G/2020-E was timely protested by ORA. 

PG&E responded to the protest of ORA on November 27, 2000.

The following is a more detailed summary of the major issues raised in the protest.

The protest states that PG&E failed to include the rate base (capital) carryover from 1993 through 1995 PBOPs.  It stated that ratepayers would not be made whole unless the rate base amounts continue to be included in the refund revenue requirement over the life of the plant. 

ORA further stated that PG&E’s rate base carryover method splits the revenue requirement calculation into an expensed portion and a capitalized portion or “rate base carryover.”  The rate base carryover portion of the calculation requires an allocation of an incremental annual amount from the amounts capitalized to rate base over the life of the associated plant additions.  ORA states that PG&E failed to include this allocation for the 1993-1995 refunds.  “This failure to continue to allocate the rate base carryover over the life of the associated plant additions will result in an unfair and unreasonable windfall worth millions of dollars to the company at the expense of the ratepayers.”

ORA also stated that PG&E’s rate base carryover method is different from what San Diego Gas & Electric Company  (SDG&E) and Southern California Gas Company (SoCalGas) used.  Specifically, SDG&E and SoCalGas refund the entire amount of the over-collection before any split between expense and rate base allocations, thereby eliminating the need for the “rate base carryover.”  ORA concluded that if PG&E chose to use a different method, then it must do it correctly or use the same method as the other utilities.

PG&E responded to ORA’s protest on November 27, 2000.  It stated that ORA’s assertions are in error. PG&E contends that the revenue requirement adopted by the Commission in PG&E’s 1996 GRC, including revenue attributable to PBOPs, is based on the most recent recorded data and not the amounts adopted in the 1993 GRC.  Thus, the rate base adopted in PG&E’s 1996 GRC reflects the recorded capital costs through 1995, including the capitalized amounts for PBOPs.  Therefore, the adopted 1996 revenue requirement includes the effect of the necessary true-up of the estimated capitalized portion of PBOPs cost adopted in the 1993 GRC and the actual recorded costs for 1993 through 1995.   In its response, PG&E provided a simplified example of the rate base true up method that is inherent in the Commission’s three year rate case cycle as it applies to the difference between the adopted and forecasted PBOPs costs. Also, in response to a request from ORA, on January 22, 2001 PG&E provided the work papers that documented the capitalization of PBOP medical costs in 1998 as an example of the capitalization process. 

Although not provided for in GO 96-A, on April 19, 2001 ORA responded to PG&E’s November 27, 2000 response (ORA’s second protest).   It revisited issues previously discussed in its original protest but also included a request that PG&E’s method for calculating PBOPs refunds be referred to a generic proceeding, an Order Instituting an Investigation (OII).  ORA further recommends that PG&E’s Advice Letter 2272-G/2050-E be temporarily granted subject to the outcome of the generic proceeding.

Without waiving any procedural objection to ORA’s second protest, PG&E responded to ORA’s April 19, 2001 response on May 8, 2001.  

DISCUSSION

The Energy Division has reviewed PG&E’s advice letter, ORA’s November 16, 2000 protest, and PG&E’s November 27, 2000 response to the protests.   In addition, The Energy Division met with representatives of both PG&E and ORA to discuss the Advice Letter.  The Energy Division finds PG&E’s request reasonable and compliant with D. 00-02-046 and recommends approval of Advice Letter 2272-G/2050-E.  PG&E’s 1999 GRC, D. 00-02-046 (pages 319 through 324), continued the PBOPs adjustment treatment previously adopted in PG&E’s 1996 GRC, D. 95-12-055.  ORA’s protest is denied.

ORA’s second protest of April 19, 2001 should not be considered.  First, it was six months late.  Second, it raises an issue outside the scope of this advice letter.  If ORA is concerned about the PBOP methodology, it should request such a change in the docket that adopted it, not in this compliance Advice Letter.

COMMENTS

Public Utilities Code section 311(g)(1) provides that this resolution must be served on all parties and subject to at least 30 days public review and comment prior to vote of the Commission.  Section 311(g)(2) provides that this 30-day period may be reduced or waived upon the stipulation of all parties in the proceeding.

The 30-day comment period for the draft of this resolution was neither waived nor reduced.   Accordingly, the proposed resolution of the Energy Division in this matter was mailed to the parties on May 25, 2001 in accordance with PU Code 311 (g).   Comments were filed by PG&E on June 12, 2001.  PG&E pointed out a single typographical error, which has been corrected.   

FINDINGS

1. PG&E’s Advice Letter 2272-G/2050-E filed on November 1, 2000, requests approval to credit the over collected revenue requirements for medical and life insurance PBOPs, for the period of 1996 through 1998, to the Core Gas Fixed Cost Account, the Non-Core Customer Class Charge Account, and the Electric Transition Revenue Account.  Crediting these accounts will be more cost effective to ratepayers and shareholders than disbursing checks or credits to individual ratepayers.

2. ORA protested the advice letter on November 16, 2000 in which it objected to PG&E’s methodology for determining revenue requirement for PBOPs.  It specifically objects to how PG&E determined the rate base carryover used for determining revenue requirement and adjustments for PBOPs. 

3. The Energy Division reviewed PG&E’s methodology for determining revenue requirement and adjustments for PBOPs and found it consistent with the methodology adopted in the 1996 GRC (D. 95-12-055).

4. The Energy Division reviewed PG&E’s rate base true-up method and finds that the rate base used in its methodology for determining revenue requirement for PBOPs includes all necessary true-ups.

5. ORA provided no information to support its protest that PG&E’s determination of the refund due to ratepayers is incorrect and the protest is denied.

6. This advice letter is not the appropriate forum for discussions of ORA’s opposition to how PG&E determines the rate base carryover used in its methodology for PBOPs revenue requirement. 

7. PG&E’s filing is made in compliance with D. 00-02-046.

THEREFORE IT IS ORDERED THAT:

1. PG&E’s Advice Letter 2272-G/2050-E is approved.

2.
 The protest of the Office of the Ratepayers Advocates is denied.


This Resolution is effective today.

I certify that the foregoing resolution was duly introduced, passed and adopted at a conference of the Public Utilities Commission of the State of California held on June 28, 2001; the following Commissioners voting favorably thereon:
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