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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Application of Pacific Gas and Electric Company for Authority, Among Other Things, to Increase Rates and Charges for Electric and Gas Service Effective on January 1, 1999.



(U 39 M)


Application 97-12-020

(Filed December 12, 1997)

Investigation into the Reasonableness of Expenses Related to the Out-Of-Service Status of Pacific Gas and Electric Company’s El Dorado Hydroelectric Project and the Need to Reduce Electric Rates Related To This Non-Functioning Electric Generating Facility.


Investigation 97-11-026

(Filed November 19, 1997)

Application of Pacific Gas and Electric Company for Authority, Among Other Things, to Decrease its Rates and Charges for Electric and Gas Service, and Increase Rates and Charges for Pipeline Expansion Service


(Electric and Gas)(U 39 M)


Application 94-12-005

(Filed December 9, 1994)

Order Instituting Investigation Into Rates, Charges, and Practices of Pacific Gas and Electric Company.


Investigation 95-02-015

(Filed February 22, 1995)

O P I N I O N

Summary

Pending the outcome of an investigation by Pacific Gas and Electric Company (PG&E) and the Office of Ratepayer Advocates (ORA) into whether Materials and Supplies (M&S) inventory balances have been overstated by PG&E, and pending further order of the Commission with respect to this issue, the company’s authorized gas and electric revenue requirements are made subject to reduction effective today.  Similarly, gas rates associated with PG&E’s authorized gas revenue requirement are made subject to refund.

Background

Decision (D.) 00-02-046 resolved most issues in PG&E’s test year 1999 general rate case, but left open certain issues that were not ready for consideration when the decision was issued.  One of these pertains to an ORA audit of PG&E’s business and accounting system.  Ordering Paragraph 13 of D.00-02-046 provides the following:

“Upon completion of the SAP AG (SAP) business system verification audit, ORA shall file a report setting forth its findings, conclusions, substantive recommendations, and any procedural recommendations for formal Commission consideration thereof.  Comments may be filed 15 days after the filing of ORA’s report.  The [Administrative Law Judge (ALJ)] will make a determination of whether and how to proceed formally thereafter.”

ORA filed its report in response to this order (SAP Report) on June 6, 2000.  Among other things, ORA proposes a rate base adjustment of $10.5 million based upon its conclusion that PG&E’s M&S inventory balances have been overstated.  ORA proposes that PG&E be required to file an advice letter to reduce rates to coincide with the recommended rate base reduction.

In comments on the SAP Report, timely filed on June 21, 2000, PG&E takes issue with ORA’s proposed rate base adjustment of $10.5 million.  PG&E believes that ORA’s reasoning on the issue is flawed, although it cannot say that ORA’s assertions regarding M&S inventory balances are totally without merit.  PG&E believes that further inquiry is required, and recommends that PG&E and ORA jointly investigate this limited issue and report their conclusions to the ALJ within a reasonable period of time.
  PG&E also believes that hearings should be held if the issues cannot be resolved through informal discussions.

Discussion

Upon development of a full record on the M&S inventory balance issue, and consideration thereof by the Commission, the Commission may find that PG&E’s authorized gas and electric revenue requirements are excessive and should be reduced.  However, in the absence of immediate action on our part, the Commission could be required to make the correction of any such excessive revenue requirements prospective only, due to the legal limitation on retroactive ratemaking.

Even if a revenue requirement reduction is justified, significant delay may occur before any order reducing revenue requirements can be issued, particularly if hearings are required.  PG&E’s ratepayers could be held responsible for paying excessive rates for an extended period of time.  By acting now to make PG&E’s revenue requirements subject to reduction effective immediately, we can protect ratepayer interests in conformance with principles of retroactive ratemaking.  Accordingly, we will on our own motion order that PG&E’s authorized gas and electric revenue requirements and gas rates associated with M&S inventory balances are subject to reduction and refund, effective today.

This order does not presume that PG&E’s position, ORA’s position, or any other outcome with respect to the M&S inventory balance issue is reasonable or correct.  Any such determination would be made based upon the record to be developed.  We take this action today solely to preserve the interests of ratepayers in the event a reduction in revenue requirements is later found by the Commission to be justified.

Comments on Draft Decision

The draft decision of the ALJ in this matter was mailed to the parties in accordance with Section 311(g) of the Public Utilities Code and Rule 77.7 of the Rules of Practice and Procedure.

Findings of Fact

1. ORA has recommended a rate base adjustment of $10.5 million based upon its conclusion that M&S inventory balances were overstated.

2. PG&E contests ORA’s analysis and recommendations in the SAP Report, but PG&E cannot say that ORA’s assertions regarding M&S inventory balances are totally without merit.

3. If it is later found that PG&E’s currently authorized revenue requirements associated with M&S inventory balances are excessive, then ratepayers could be made responsible for such excessive revenue requirements for an extended period of time unless we act now to make such revenue requirements subject to reduction.

Conclusion of Law

PG&E’s authorized revenue requirements associated with M&S inventory balances should be made subject to reduction, and related gas rates subject to refund, effective today.

ORDER

IT IS ORDERED that:

1. Pacific Gas and Electric Company’s (PG&E’s) authorized gas and electric revenue requirements associated with Materials and Supplies (M&S) inventory balances are hereby made subject to reduction, and related gas rates made subject to refund, effective today.

2. PG&E shall establish a memorandum account for the purpose of tracking the revenue requirements associated with the Office of Ratepayer Advocates’ (ORA) recommended rate base adjustment for M&S inventory balances.  The memorandum account shall remain in effect pending the outcome of the investigation by PG&E and ORA into M&S balances, and a final decision of the Commission on this issue.  All revenue requirements included in such memorandum account shall receive the published commercial paper interest 

rates applicable to PG&E’s balancing accounts in the event of an ordered reduction in revenue requirements.

This order is effective today.

Dated 




, at San Francisco, California.

�  PG&E’s electric rates are currently frozen, and there is no direct association between its authorized electric revenue requirement and its current electric rates.


�  By ruling issued on July 11, 2000, the ALJ directed PG&E and ORA to pursue a joint investigation and report to the ALJ within 45 days on either the results of the investigation or its status.  The ruling also provided an opportunity for other parties to state their interest in the matter.
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