
“1 COUNCIL COMMUNICATION 

AGENDA TITLE: Notice from Pacific Gas and Electric of Updated Application for Performance-Based 
Ratemaking for Electric Generation, 

MEETING DATE: July 16, 1997 

PREPARED BY: City Clerk 
~~ 

RECOMMENDED ACTION: Information Only 

BACKGROUND INFORMATION: The City Clerk’s Office has received an official notice from Pacific Gas and 
Electric regarding an Updated Application for Performance-Based 
Ratemaking for Electric Generation. This notice is being provided to all state, 
county and local officials for the purpose of information only. No Council 
action is required. 

FUNDING: None 

Alice M. R e i m c h d  
Acting City Clerk 
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June 19, 1997 

TO STATE, COUNTY AND CITY OFFICIALS: 

Notice of Updated Application for Performance-Based 
Ratemaking for Electric Generation 

On July 15, 1996, Pacific Gas and Etecmc Company (PG&E) filed its Application to 
Adopt Performance-Based R a t e m a k q  (PBR) for Electric Generation (A. 96-07-0 18) to 
comply with California Public Utilities Commission (CPUC) Decision 9512-063. 
PG&E propossd a PBR mechanism for our hydroelectric and geothermal power plants 
but did no: include a spccific revenue chmge request. On June 1 1, 1997, PGsLE updated 
thz application to include the revenue change requzst. 

T k  updared applicarion asks the CPUC to authorize an electric revenue increase of S6.6 
xillion. =fi-ecti\.s in 199s. This increzsc is based on an index for inflation and 
producti\.i:y applied to th2  1997 hydroclectric and geothermat bass revenue requirement 
propossd in PG&E's Cost Stparation Application (.A. 96- 12-009). HoLvever. under a 
r=cfnr stars Iaiv, PG&E's currmr elecrric rates cannot increase unr i l  the earlier of March 
> I .  3002. or \vhen rhc CPUC-aurhorizd costs for utility generation-related assets and 
obligations that ma!. bscone uneconomic as a result of a competitive generation market 
([ransition costs) haw bscn full>. recovered. The period u.hen utility generation-related 
mnsirion costs ~ v i l i  bc rxovered is called the rransition period. 

B=cctuse o~.crall eiecrric r a t s  arc frozsn during Ihe transition period, if PG&E recovers 
56.6 million in  199s undzr  its PBR proposal, recovery of 56.6 million in transition costs 
\ \ i l l  be d?lz>.ed unril  a furure period. I f  P G k E  is unable to recover this S6.6 million in 
[:2gjition co j t j  by )larch j 1 .  3002. PGi2E.s shareholders LviII bear that cost. However, 
p: - .Lpa! .s j  -% 

5 I .  20G2. i n  riiher c s e .  electric r a w  uill not change until the end of the transition 
? ? T i  od.  

tv i l l  pa!. [hat  as[ i f P G & E  is able to recoLw all of its transition costs by March 

PC&E's propossd PBR rncchanism pro\.ides financial incentives for P G k E  to operate its 
'r,!.2roelectric and ~mrhcrmctl  poLver p!.ncs efficiently and consists of a base revenue 
~ n i o u n ~  ;ha: is inaes fd  for inflation. F.inus zn offset for productivity. The mechanism 
!r,<Iudfs zdjustmcnrs for shared e x n i E g s  and extraordinary costs or savings. PG&E 
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proposes to  recover its actual variable energy costs associated with hydroelectric and 
geothermal generation separate from the. PBR mechanism. 

) . IEA"G ON PROCEEDINGS 
Before acting on this application, the CPUC will hold oral argument commencing at 2 0 0  
p.m. on Monday, June 23, 1997, to determine whether this proceeding should continue or 
be deferred. If the Conxnission determines to proceed it will hold evidentiary hearings, 
expected to begin in September 1997. At these hearings, whch are open to the public, 
the CPUC will receive the testimony of PG&E, the CPUC's Office of Ratepayer 
Advocates and other interested parties. Participants at these hearings may offer proposals 
that differ from those of PG&E. 

After considering these p~oposals, the CPUC will issue a decision. The actual plan 
adopted by the CPUC may differ from what PG&E has requeszed. 

If you wan1 to participate in the hearings or send comments, if you need advice or more 
information, or if you "ant to get copies of the Office of Ratepayer Advocates' rate 
proposals when they are available, please ~ n r s  to: 

The Public Ad\.isor 
California Public Utilities Commission 
505 Vm Xess Avenue. Room 530; 
San Francisco, C.4 94102 

or via electronic mail to: 
pub1 ic.advisor9cpuc .czi.gov 

' hlention rhar you  are writing about Application 96-07-01 8 and  indicate if you would like 
a v.Tinsn response. othenc.iss no rcpl). \ti11 be sent. Your Ierter \ \ . i l l  be sent to rhe 
Commissioners and will become pan of rhc formal conespondrnce fils for this 
applicacion. 

F 0 R F C: R T  H E R I .S F 0 R>I AT I03 
1'01-1 can set  more informarlon from PG&E by \\Tiring PGgLE. P.O. Box 7-1-12, San 
Francisco. C.4 94 130. '*.Atwncion: Application 96-07-0 18:' 

You ma. rs\.ie\.c. a c o p .  o f  this application 2; O U T  corporate headquarters (77 Beale Street, 
Room 3 120. San Francisco. C.4 94 105). a[ the San Francisco office ofthe CPUC or in 
P G k E ' s  main business offices in the follon.ing locations: Auburn, Bakersfield, Belmont, 



Notice to Government Officials 
June 19, 1997 
Page 3 

Chco, Concord, Cupertino, Hayard ,  Merced, Oakland, Sacramento, Salinas, San 
Francisco, San Jose, San Luis Obispo, San Rafael, Santa Rosa and Stockton. 

This notice is given in accordance with the requirements of Rule 24 of the CPUC's Rules 
of Practice and Procedure. 

PACIFIC GAS AND ELECTRIC COiMpANY 

By: 

Attorney 


