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• Decision 84 03 019 MAR 71984" ®m~l~llRn£\ls 
:BEFORE THE PUELIC UTILITIES COMMISSION OF T:S:E·~~W~ ~IFORNIA 

In the Matter of the Application ) 
of SIERRA PACIFIC POWER COMPANY / ) 
for authority to implement its ) 

Application 8)-09-09, 
(Filed September 6, 198·3-; 
amended Novemoer 14, 1983) energy cost' a.djustmentClause,. ) 

-----~ 

JL~d Related Matters. 

) 
) 

~ 
( 

Application 8;-09-10 
(Filed September 0,. 1983) 

Application 8~-09-11 
(Filed September 6, 1983) _______________________________ J 

• 
Paci:!"1c) 

John J. Gezelin and Ja.meo D. Sa10, Attorneys 
at Law, for Sierra PaCific Power Compeny, 
applicant. 

Jaces S. Rood, Attorney a.t Law, end Jeffrey P. 
O'Donnell, tor the Comcission staff. 

o P I ~r ION -------
In these applications, Sierra PaCific Power Coopany (S1erra 

seeks authority to adjust its electric rates. 
Sierra PacifiC is engaged in public utility electric 

operations in Calif'ornia and Nevada and is also engaged in public 
utility gas and water operations in Nevada. Sierra Pacificts 
principal Calif'ornia operations are in the Lake Tahoe area. 

In Application (A.) 83-09-09 Sierra Pacific seeks authority 
to revise its Energy Cost Adjustment Clause (ECAC) billing factors 
(ECAC:BF) in compliance with prior CommiSSion deCisions. According to 
the amended application, the last change in ECACEF authorized by 
Decision CD.) 8;-08-007 provided an underreeo\'ery of approxiltately 
55,292,000 for the 12-month period commencing January 1, 1984. 
Sierra Pacif'ic requests us to authorize ECACEr as of January', '984 
which will refund $1 ,091 ,985 from its bal~ncing account over a 
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• 12-month :period. Applieant asserts that as a result of the 

• 

• 

applieation no inerease in its net ineome will oeeur. 
;Filed with A.83-09-09 is Sierra. Paeifie's report showing 

the reasonableness of its fuel and purehased power transa.eti.ons· 
during the reeord period of July " 1982 through June 30,. 1983 .. 

In A.83-09-10 Sierra Paeifie states it established a 
Conservation Financing Adj\l.stment (CPA) balancing aecount as· direeted. 
by 1'.82-07-096 effeetive July 21, 1983.. That decision o,rd~red Sierra 
Paeifie ~nd other utilities to file initial CFA applieationsat the 
time of their next fuel cost adjustment filing. A .. 8:3-09-1 0 wa.s fi1,ed. 
concurrently with A.83-09-09 in eomplianee with that decision. 
Sierra Pse1iic's proposec CFA will collect approxi~ate17 $416,,286 1n 
recorded. and estin:sted expenses. Sierra Paeific's proposed CPA rate 
is O.098¢ per Kilowatt hour (kWh). The proposed rate is eomposed o:t 
the following: 

8~ loan progrt'.m 
Residential Conserva.tion Service (ReS) 

0.021¢/kWh 
O.077¢/kWh 

Sierra Pacific was granted authority to file its ElectriC 
Rate Adjus"tI:lent Kechanism (ERAI1) by D.e:;-04-066~ dated April 21, 
1983. :By A .. 83-09-1'! ~ the proposed ERAM will collect e.pproximately 
S229~757 in reve-nues resulting from en underreeove-ry of' authorized 
bOose ra.te revenues for the n:onth of Msy~ June, end July of 1983. The 
::u:or'tizat·ion would occur over the 12-month :period ending December 31, 
1984. 
Su=:a~ of Deeision 

This cecieion authorizes th~ followine increases in 
revenues: 

ECAC: 
A..~: 
ERAl"1: 
CPA: 

TotEll 

Si ,739~OOO 
2~899,000 

391 ,000 
374.000 

$5,~03,OOO 
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This decision also f'inds that Sierra. Pa.cificts fuel and 
purchased power transactions in the review period were prudent and 
reasonable ... 
Public Hearing ~ 

The three applications were consolidated and public hearing 
was held before Administra'tive Law Judge' (ALJ) Mallory in$an 
Francisco on November 14 through 17, 1983. The matters were 
submitted subject to the filing of concurrent closing briefs which 
",ere received D~cember 6, 1983. Evidence was presented by 
:-epresentatives of applicant and the staff. There- was no public 
participation. 
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~AnnUal Reasonableness Review 
Applicant's reasonableness report a.nd supporting 

documentation were found to be reasonable and acceptable by the 
staff, except as discussed. Agreement was reached between the statf 
and applicant on many issues. Only those issues which were not 
resolved are discussed in this opinion. 

Applicant presented the testimony of three witnesses to 
support the reasonableness of its fuel and purchased power 
transactions during the record period. A separate report (Exhibit 
7) was prepared'by $te~! witnesses DaVid K. Wong and Martin Romec of 
the Fuels and Operations Branch (FOB) of the Utilities Divis,ion. 

Purchased Power Adjustment 
Mr. Wong testified that S~erra Pecific purchased energy 

~rom iJtah Power a..."'1d Light CUPL) as'e,conomy' energy in the. review 
period when it could have purchascd that energy as firm energy at a 
lower cost. Wong recommended a disallowance of $698 plus interest. """, 
The witness testified under cross-examination that he examined 

~monthlY summar,r sheets, but did not examine the daily and hourly 
repo::"ts which underlie the power purchases in question,. Sierra 
PaCific witness Franklin test·ified that her revi~w of hourly and 
daily dispatch records permitted her to verify that in every case 
economy energy was purchased in the review period only during times 
in which Sierra Pacific was receiving the maximum amount of firm 
energy available under contre.ct with UPL. The witness also testified 
that some of the energy enccmpas~ed' by the staff recommendation 
re!lected so-called 1-It. Wheeler losses which ar~ not dispa,tchable 
enere:; since they represent ". billing adjustment to cOI:lpensate for 
tra,nsmission line losses on enere:y wheeled by Sierra Pe,cific to 3, 

rural electric cooperative. 

~ 
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~ The staff witness testifying on this issue indicated that. 
insufficier.t time was available to him to make the detailed review of 

d.aily and. hourly dispatch records. The re'buttlll testimony of Sierra 
Pacific has cls.rified the pOints raised by the staff wi tnees and that 
testimony shows that the proposed staff o.djustment would not 'be 
appropriate. The proposed staff adjustment will not be' adopted •. 

Valcy Heat Rate 
As part of its historical review, the staff believes that 

Sierra Pacific should improve the heat rate a.t Valmy Unit 1 .. 

Valmy Unit 1 is a coal-fired plant jOintly owned and 

operated by Sierra Pacific and Idaho Power Company (IPC). Although 
Sierra' Pacific operates the plant , it does not have sole control. 
Use of IPC's portion is determined 'by IPC. The heat rate, therefore, 
is a function of decisions made by both IPC and Sierra Pacific. 
Testimony from Sierra Pacific witnesses indicates that it Wil~ make 
certain physical improvements which will increase the effici.ency of 
the plant and, consequently, improve the plant heat ra.te. These 

• changes indicate to the staff that Sierra Pacific is attempt.ing to 
comply with its recommendation. 

~ 

FOE proposed no specific target heat rate for Valmy I orr 
any standards or goals for incre2sing pla.nt efficiency. In. response 
to the request of the /J.JJ for a specific performance standard, 
Supervising Utilities Engineer Jeffrey O!Donnell" the projcctma.nager 
:-or these applications, testified that FOB is aware of Commission 
interest in performance sta.nd~.rds for power plants such as the Valmy 

i:.ni t. However, FOB is not recommending setting such a sts.ndard at 
this time. The reasons a.re: 

1. The Valmy plant is only about a year and a 
h~lf old. It is not a mature ~lant. 
There!ore, adeq,uate data on which to 'bo.se a.n 
incentive system does not yet exist~ 
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• 2 Although the Valmy unit is a base load unit 
for Sierra, its other owner does not appear 
to use it as a full time base loa,d unit. 

3. A coal plant incentive plan for Southern 
California Edison Company's (Edison) Mohave 
and Pour Corners coal plants has been in 
effect for about two years. It is currently 
being evaluated. It appears to be in need of 
moeification or improvement. 

FOE will consider ~~ incentive plan in about two years when m~re data 
is available on the Velmy plant and the Edison Coal Plant incentive 
pl~n. FOB will h~ve to analyze the !easibility~ costs~ and benefits 
of such a plan prior to making a recommendation. 

As Sierra Pacific contemplates the planned plant 
i~prove~ents will improve plant efficiency and thereby improve the 
plant heat rate, and as no specific performance standards are 
proposed in this proceeding for the operation of the Valmy plant, no 
additional directive to Sierra Pacific on its Valmy plant heat rate 

necessary at this time. The staff directive to applican".t will not 
•

is 
be adopted. 

Reouests for Re:eorts 
* 

The review conducted by FOB raised several questions 
concerning plant operations. The staf! brie! states that it was 
confronted or .. m&~y issues with lack of data, even though Sierr~ 
Pacific was cooperative and provided the data requested by the 
staff'. The staff believes subsequent reasonableness review analY$es 
by the staff could be facilitated if certain data were readily at 
hand; the:"efore, FOE made the following recommendations, each of 
whieh would require the filing of a report by August 1,1984: 

• 

1. Sier:"a Pacific should work with FOB to 
develop a viable method of monitoring power 
purcha.ses. 

2. Sierra Pacific should analyze the 
effectiveness of measures it has taken to 
reduce loop flow, including phase shift 
transformers, and should quantify the 
results .. 

- 5 -
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• 3. Sierra Pacific should expla.in, quantify a.nd 
justify the contingencies that its fuel 
inventory is to guard against. 

4. Sierra Pacific should conduct an incremental 
loed test of its Tra.cy and Fort Churchill 
power plants to determine the difference in 
efficiency between burning oil and natural 
8as • 

5. Sierra Pacific should quantify the exceptions 
to its oil versus gas fuel chOice criteria. 

Sierra Pacific pres,ented rebuttal evidencE" in opposition to 
each o! the above recommendations. 

Reouest 1 . 
Wi tness Homec h3.d full Bcc.ess to the de.ta and logs wh.ich 

reflect Sierra Pacific's economy energy decisions on an hourly 
be.sis.. Witness Romec spot cbecked summar1es of these data and found 
no deviations from Sierra Pacific's standards. The witness wa.s 
con.cerned that these spot checks mieht not be representative of s.ll 
deCiSions, thus, requesting Report'.. S'1erra Pe.cific a.rgued that the 

• staff Request 1 is l2.cking in fBctue.l support or basis; theref:o're, it 
should be denied. 

• 

At this point we should discuss the Corrmission's purpose in 
requiring reasonableness rev~ews of a utili ty·t s historica.l enera 
purchase and use decisions. Our pur:pose is to. ensure that" in the 
time of high enerf!:! costs, the utility's decisions produce the lowest 
long run cost to. the ratepayer. The Comcission recognizes that its 
sta£t does not have the reso.urces to monitor daily the actio.ns of the 
regulated utilities. Theref"ore, in its v.nnuel review our staff' must 
exercise judgment- It must first review the utility'S stA.nda.rds. and 
practices? selecting for more concentrated study tl:'lo.se areas of a 
utility's day-to-day o:pera.tions which would yield a grea,ter loss (or 
'benefit) to the ratepayer if different decisio.ns h~d been made. Our 

- 6 -

J 



A.83-09-09 et al. ALJ/md * 

~staft, not having unlimit~d rosources, will not. have the ability to 
inspect and review every elective process made by the utility in the 
review period. In many areas it must rely upon spot cheeks, such as 
here. y."hen those spot cheeks show that aece:pted standards o,r 
operating practices have been followed, a further in-dep~h study 1s 
not warrantee.. 

In this proceee.ing staff ha.s made sllot checks o:f' the in­
depth analyses developed by Sierra Pa.cific a.t the sta.!:f"s request. 
As those spot c~eeke showed no d~viationsy it would be reasonable to 
postulate that the balance o! the company's deciSions in .this area 
were equally free from error y and no further study should be required 
of Sierra Pacific. Moreover, the area of inquir7 would not seem 
producti ve for further in-depth review if it would produce no result, 
which would have a major final impact on Sierra Pa;ci:f'ie's Cali:f'e>rnia 
ratepayers. For those reasons, sta,!'! Request 1 will be denied. 

Reg,uest 2 

• 
The testimony ot: the staff witness irldice.ted that he hae. 

not had time before hearing to gain co~plete u%'le.erstanding of Sierra 

~ 

Pacific's general operations, the loop-flow problemsencounter~d by 
Sierra Pacific. ane. the m~~nr:er in which phase-shi:ft transformers 
operate. 

In response to the staff Requrst 2, Sierra Pacific 
presented evidence designee. to show the purposes :fo,t" which the phase­
shifters were installed. It showed that, 3S it is locatee in the 
center ot the Western System's Coordin8.tine Council (i'TSCC) regiona,l 
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• transmission sys.tem, loop-flow adversely· affects· its operations by 
reducing transmission capacity.' As part of an agreement between 
all member~ of' WSCC, Sierra Pacific agreed to install phase-shifters 
to reduce loop-flow. ~he installation of the phase-shifters resulted 
in bene:f'i ts to Sierra Pacific in its daily operations, asvell as· 
reducing loop-:f'low on the WSCC system.. Its Cal Sub unit alone' sa.ves 
Sierra Pacific (audits ratepayers) over $5,000,000 per year, against 
an initia.l purchase cost of approximately $1 ,500,000. 

Sie:':'a Pacific has made a suf'ficiE"nt demonstrat,ion on this 
record that the. installation and operation of phase-shi:f't 
transformers was prudent and in the best interest of its rate 
payers. ~he further reporting reques.ted 'by the staff appears to. be 

unnecessa.ry and will not be required. 
Reguest '3 
'While this request was sponso·red by Witness :S:omec,. it is 

directly related to the test year fuel oil inventory amount 

• 
recommended by Sta.:f'f Wi tness Wong. 
another part of' this opinion. 

Reouest 4-
• 

This issue vill be discussed in 

In this request staff seeks to have Sierra P·acific conduct' 
tests at two :f'ossil fuel plants which burn fuel oil and natural gas 
to determine the relative e:f'fici~ncy of oil and gas. 

Sierra ,Pacific opposes the requested testing on the basis 
that the expense of conducting the test fa,r outweie.hs ~ny potential 
gains. Sierra Pacific's witness testified tha,t it recently concluded r 
tests which indica.ted thtlt fuel oil is about 4 to 5~ more etticient 
than gas. Sierra Pacific indicated tha.t the results were not very 

1 Loop flow is the inadvertent or nonscheduled flow of electricity 

•

that Circulates through a tra.nsmission line system, thus redUCing the 
capacity of the system to transmit. the scheduled flow. 
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~ accurate due to the sensitivity of fuel measureme~t. ~o reschedule 
the test to reach a more conclusive result would require the 
expend1tur~ 0"£ up to $1,000,000. Sierra Pacific' pOinted out that the 
two plants will probably be used as spinning reserve during' the test 
year and,' at that low usage, would only burn gas. 

It is quite clear on this record that the potential 
beneiits of the requested testing would be far outweighed by the 
cost, especi~lY in consideration that the entire cost ot the testing 
would be charged to California retepayers. It is our purpose in 
conducting annual reasonableness reviews to decrease the cost of 
electricity to' California r8tepayers rather tha.n to- increase such 
costs. Request 4 will be denied. 

Reguest 5 
Sierra Pacific, in the documentS filed with A .. S3-09-09'and 

in the testimony of its witnesses presented in the reasons;oleness 
phase of the proceeding, explained its oil versus gas fuel choice 

A criteria. and the applicstion of' those criteria in specific situations 
,., which arose in the review period. 

While Witness Romec found nothing wrong with the-· 
application of the criteria in the review period, he requested that 
Sierra Pacific identify and qUMtify all possible exceptions to its 
criteria used to determine whether to burn oil or gas in its 
generating units. 

Again, it would appear from this, record that any benefits 
which could be gained would be outweighed by the time andetfort· 
necessary to prepare the report. Therefore, the request will be 
denied. 

While ","e are denying staff's request for additional reports 
due August 1 ~ 1984, we wish to emphasize that the staff must, have 
access to adequate data to perforQ future reasonableness reviews.. We 
expect that Sierra Pa.cific will provide a.ll such data. in response to . 
staff data requests so that future reviews ms.y proceed to hea.ring 
with all parties in possession of all the information necessary t'o' 

~support their respective positions. 

- 9 -
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eECAC-AER 
Sierra Pacific's ECAC application requests a total ECAC 

increase o! $,.7 million, and its AER application seeks a decrease of . 
S89,000. A sepArate report (Exhibit 6) was prepared by stAff 
witnesses Pamela :hotlpson and Co:"nel1 Hill of' the Revenue 
Requirements Division (R...1W)oo The sta:tt recommended an EeAC increase 
of $1.9 tlillion and an AER increase of' $3.1 million.. The bulk of the 
staff's reeoXlmended lower BCAC re.te increase and its AER increase 
flows from the Commission's change in the ECAC/AER ratio of 98%-2%· to 
the present. 7S~2~ of esti:ns.ted fuel and purchased power costs, 
adopted in D.83-08-048 in OIl 82-04-02 

Accounting 
The staff witnesses made four adjustments to the balanCing 

account to cor~ect accounting errors, including use of a franchise 
a.."'ld uncollectible rate of .0128 and a net-to-gross multiplier of 
1.6224 as used by the Commission in D .. 83-04-066 in Sierrats last 

• 

general rate case. Applicant stipulated to those adjustments. 
Energy Forecast . 

• 

The eta!! made the following recommendations which 
applicant ~ccepted: 

1. The staff cales projection is 21,523 MWh less 
than that of applicant. 

2. The staff used the 78/22% ECAC/AER allocation 
ordered by the CommiSSion in D.83-08-048. 

3. The staff's prOjected enerf!.:! loss is 12 .. 67% 
r~.ther than the 13.1 O~ applicant estimated. 

4. The staff's recommended energy use by 
a.pplicant is 0.63% ra.ther than i ts estimat~ 
of 1%. 

5. :Because of 1, :;. and 4 ~,bove, the staff 
recommended reduced gaS/Oil generation and 
Valmy buyback purchases. 

The f'0110wing issues remain in dispute: 

- 10 -
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• Heat Rates 
The staff applied recorded heat rates to the tes.t period 

for its analysis. Sierra Pacific's forecast heat rate for its Valmy 
plant used the historic heat rate adjusted for a coal inventory 
loss. Staff argues that the utility has not shown that its numbers 
properly include fuel losses, nor how ltuch of the difference between 
its and the staff's numbers is due to fuel losses. Applicant argued 
that the staff witness, on cross-examination, acknowledged that he 
was unfamiliar wi t!l the calculation of heat rates, and tha,t he had no 
intormation to rei'ute applicant's testimony a.bout the adjustl:lents' to 
the heat rate for the forecast period. 

It appears that these staff adjustltents and related 
recom~endations concerning improvements in the Valmy plant heat rate 
discussed su'Ora, resulted from the difference in data presented in 
the application f'rom later data made availaole by applicant.. Staff 
asks that we adopt its position for that reason. Applicant opposes 

.the staff recom:lendations because it believes it has made an adeq,uate 
showing which staff has not rebutted. 

We 'believe the applicant's showing is sufficient and will 
adopt applicant's forecast. 

Diesel Oil 
The statf assumed that diesel oil will cost approximately 

90¢ per gallon during the test period, whereas applicant projects a . 
cost of 51 .00 per gallon. Applicant prOjected 1984 usage of di.esel 
oil only a.t its Valmy plant. It 'based its projection on the 198;;' 
average cost of 90¢ per gallon for fuel oil used at Valmy,. and added 
~ inflation factor of 12%. Staff based its projection on 
applicant's l2.st recorded purchase price of :fuel oil and adde-d an 
inflation factor of 1 .76~A 

• 
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• As diesel oil prices appear to have leveled off and will 
not escalate materially in the test year" we will accept, the 
escalation factor of 1.769~ and purchese price proposed by the staff. 

Valmy :Buyback 
Sierra Pacific owns the Valmy installation jointly with' 

!PC. Through its agreement with IPC, Sierra can "buy back" more than 
its own share of power produced by the installation. It made such 
purchases each month during the review period at an average cost of 
23.:;:; mills/k'f."h .. 

Sierra Pacific based its forecast of the availability and 
cost of Vall:lY 'buyback energy on average year conditions.. T'estimony 
of applicant's witnesses showed that the review period costs of, ,Valmy 
buyback powe:- was lower than p:-ior years because IPC was competing 
"",ith excess ene:-gy available from other energy producers in the 
northwest. Those producers had greater than ordinary amounts of 
economy energy available for sale beca.use of the extraordinary hydro 

.conditions in the northwest and because of the reduced usage of 
electrical energy by aluminum mills and other industrial customers 
resulting from the poor economy in that region. SierraPacif'lc's 
witnesses explained that its record year purchases were at IPCts 
cost, and that the price of Valmy buyback energy can vary upward from 
the minimum price when less competing economy energy is available. 

Staff contends th~t the price of Valmy buyback energy is 
directly related to the priee that IPC pays for eheap hydroelectric­
:power fro:l the northwest, and it based its prOjected costs of VaJ.~y 
buyback ene"!'g; on 1983 recorded data, escalated for inflation. Staff 
argued that local rainfall totals in the Northwest in the fall of 
1983 are more than twice normal; thus, it would expec:t that the same 
conditions would prevail throughout 1984 that were found, in the 
record pe:-ioc. . 

• 
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• While we cannot predict with certainty the current weather 
and econo%:lic conditions that will occur in 1984,. it' appears to us at 
this time that the record period conditions would more likely o,ccur 
than average year conditions. 'Therefore, we will adopt the staff 
forecast. 

Fuel Oil Inventory 
Sierra, Pacific requests inclusion of ce.rrying costs for 

224,270 barrels of fuel oil, the amount it presently has on hand. 
Staif recomI:lenas that the company recover carrying costs on 223,100 
barrels, a difference of 1,170 barrels. ~he staff figure is based on 
th~ actual ave:-age inventory that the cox:pany carried during t.he l2st 
~2-:onth pe:-iod. The tJ.;J requested. a c1ari:f'ication of the statt 
pOSition on this issue and a policy statment by witness O'Donnell was 
introduced in Exhibit 1~. The statf does not find that the present 
inventory ~ount, 224,270 barrels is unreasonable. Staff contends 
that applicant has shown no justification tor an increase in the 

~record period aQount of 22~,100 barrels by 1,170 bsrrels in the test 
pe:-iod, as applicant expects no oil burn during the test period and 
as the oil is only kept on hand for emergencies. 

D.83-08-48 in OIl 82-04-02 allows only the carrying cost on 
the "adopted" level of inventory to be recovered throug~ theAER 
(page 21, D.83-08-48). Sts.ff inter.prets this as the amount, the 
utility actually needs for operations, or the 22~,100 figure used by 
the staff. Therefore, the issue is the interpretation of the term 
"adopted" in D.83-08-48. Staff argued ths.t if "adopted" means the 
a:lount needed for forecast operations, then 223,100 barrels should be 
used; however, if "adopted" means an amount reasonable to· have on 
hand even if not actually required for operations,. then applicant's 
estimate of 224,270 barrels should be used for both the AER and 'BCAC' 
revenue reqUirements • 

• 
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• The reasons for determining an adopted fuel oil 1nvento·ry. 
level are: (1) to establish the minimum level of fuel oil reserve 
needed to ensure tha.t no curtailment of service will occur in the 
event of the long term unavailability of alternate boiler fuel 
(natural gas), and (2") to ensure that the ratepayer d~s not bear the 
full ca.rrying costs of' excess oil inventory amounts. Applicant uses 
a 10-day supply as a measure of its minimum :f'ue1 oil reserve 
neeessar.7 to assure continued operation of its fossil fuel generation 
pl~~ts should gas supplies be curtailed, although it seeks A lesser 
a:ount (its current supply) in this proceeding. Applicant's 
witnesses testified that it is difficult to c;.uantify its minimul:! oil 
inventory requirements. In establishing a 10-day supply as miIlil:!ul:! 
i-e took into account the prooabi11ty of a gas curtailment by its sole 
supplier, the events which possibly may cause such curtailment, the 
title period necessary to order and receive replacement c;.uantities of 
low-sulphur fuel Oil, and the location of possible suppliers of fuel 

.Oil on an el:lergency basis. As no potential supplier is located in 
Nevada, fuel oil probably would be obtained on the spot market frot:! 
an out-of-state source and transported by truck or rail to Nevada.. 

Sierra Pacific's witnesses test·ified that its eurrent 
eupply is less tht'.n a 10-day supply because it is uneconomic to 
purchase the small quantities necessary to bring its inventory up to 
the 10-day supply level and because it 'believes by waiting it may 
achieve a lower price. Applicant indicated that it should not be 
required to coop1y with the staff recommendation that it· submit by 
August 1, 1984 a study quantifying the emergency and ope'rational 
contingencies on which it bases its oil inventory requirements, as it 
has explained in general terms on this record the criteria underlyin.g 
its ~e1 oil purchase deciSions, and because -it would find it­
dif~icult to quantify these contingeneies • 

• 
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• Our review of the record indicates that we should clarify 
and reaffirm our rule concerning the burden of proof in 
reasonableness proceedings. In D.92496. where we inst.ituted an 
annual review of reasonableness of energr and fuel costs, we stated 
the t"ollowi:lg: 

"Of course, the burden of proof is on the utility 
applicant to establish the reasonableness of 
energy expenses sought to be recovered through 
ECAC. We expect an affirmative showing by each 
utility with percipient witnesses in support of 
all ele~ents of its application, including fuel 
costs and plant reliability.~ 
This statement confor~s to the fundamental principle of 

public utility regulation that the burden rests heavily upon Il 

utility to prove it is entitled to rate relief. It is not the job of 
the Co=ission, 1 ts staff, any interested party, o·r protestant to 
prove the contrary .. (Suburb&.n Water Co., (1963) 60· CPUC76S', 
rev. denied; SoC8.1 Gas, (1950) 58 CPUC 57; So. Counties Gas Co·., 8 58 CPuc 27; Citizens Utilities Co., (1953) 52 CPUC 637.) Unless 
Sierra Pacific meets the burden of proving~ with clear and convincing 
evidence, the reasonableness of all the expenses it seeks to have 
reflected in rate adjustments, those costs will be disallowed (~ 
re Southern Counties Gas Co., (1952) 51 CPUC 533).' 

In this proceeding the rule-ot-thumb determination by 
Sierra Pacific that a 10-day supply of fuel oil 1s its minimum fuel 
oil inventory requirement does not meet the burden of proof of 
reasonableness which we deem appropriate. Therefore, we will ado·pt 
staff's proposal. As it is applicant's responsibility to meet the 
burden of proof on this issue, we see no need to direct applicant to 
:produce the study it is reluctant to supply. However, again we 
caution applicant that it must bear the burden of proof in the next 
proeeeeing in which this issue arises • 

• 
- 15 -
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TABLE 1 

Line Item -
1 Current Fuels and Purchased ~nergy Costs 
2 Fuel Costs 
:; Diesel Oil 
4 ReSidual Oil/Natural Gas 
5 Natural Gas Standby Charge 
6 Coal/Diesel 
7 Total Fuel Costs 
8 Purchased Power Costs 
9 PG&E 

10 UP8:t 
11 IPC 
12 Economy 

• 
13 Cogeneration 
14 Total Purchased Power Costs 

• 

15 Total Fuel and Purcha.sed Power Costs 
16 Franchise and Uncollectible Expense (F&U) 

(.0128 times Line 15) . 
, 7 Total Fuel a.nd Purchased Power Costs 

Revenue Requirem,ent 

18 Amount Recovered =hrough ECAC 
(78~ 0'£ Line 17) 

19 Fuel Oil Inventory R~quirement Per 
Table 2, InClusive of FOU 

20 Amount Recoverable Throueh ECAC 
(78'; of Line 19) 

21 Total Energy Related Costs Recoverable Through 
ECAC (Line 18 Plus Line 20) 

22 ECAC Offset Rate (Cents per kWh) 
(Line 21 divided by total system s~les of 
::;,617,852 MWh) 

2::; Less Balancing Rate 
24 ECAC Billing Factor 

- 16 -

$ 0 
18,258 
1,6·30 

20%,08- ' 
40,}96 

&,645 
65,672: 
2,5-30 

22',.074 
·22 

96,944 . 
1 ~7.;40 

i ,75B 

, 39 ,09S' 

108,496 

1 ,260 

98::; 

109,479 

;.026¢ 
(0 .. 275¢) 

\ Z.751¢· . 
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• 
Line 

1 
2 
3 

4 

5 
6 
'7 

• 8 

9 
10 

11 

12 

13 

14 

15 

• 

TA:BLE 2 

SIERRA PACIFIC POWER COMPANY 
Caleulation of AER 

January 1, 1984, Through December 31 T 1984 
(Dollars in Thousands, Exeept as Noted) 

Item ill -
Fuel Oil Inventorz Bi11in~ Factor Diesel 

Average Inventory Level (:Bbls) S,120 
Average Cost at January 1 , 1984 $;'7.80 
Inventory Value $307 

Total (Col. 1&2 of Line ;) 
Authorized Rate of Return 
Carrying Cost of Fuel Oil Inventory 
Net to G:-oss !olul tiplier 
Subtotal (Line 5 x Line 6) 
Pranchiee and Uncollectible Expense 
(.0128 x Line 7) 

(F&U) 

Total Fuel Oil Revenue Requirement 
Amount Recoverable Through AER 
(22% of Line 9) 
EstiI:lated Fuel and Purchased Power Expense 
Per :2ble - Including F&U 
Amount Recoverable Through AER 
(22% of Line 11) 
Total Energy Costs Recoverable Through AER 
(Line 10 + Line 12) 
Total System !-rvlh Sales 
Annual Energy Rate, (Cents per kWh) 

- 17 -

ill 
Residual 

223,100, 
$25·96 
$5,792 
S6~099" 

12.57% 
$76,7 

" 

1 .62:24 
$1 ,244 

$16, 

$1 ,260 

S277 

$139,0ge 

$;0,602 

$;0,879 , 
;,617,852: 

0.854¢ 
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eERAM 

• 

e 

We authorized an ERAM mechanism tor Sierra Pacific in its 
last general rate case, D.83-04-066, issued April 20,. 1983. Under 
this decision, Sierra Pacific is to include proposed ERAM x-ates in 
its ECAC applications. Accordingly, Sierra Pacific requested 
i:plementation of an ERAM rate in this proceeding as this is the 
first ECAC proceeding subsequent to the issuance of D.83-04-066. In 
its application, Sierra Pacific projected s.n ERAM revenue requirement 
of $229,757. The staff in its Exhibit 6 oriein~lly recommended that 
this amount be increased by $32,315 to $262,072, which is b~.sed on: 

Decreased ERAM Revenue Requirement 
for May, 1983 

Net increased ERAM Revenue 
Requirement for period 
August 1983 - December 1983 

Increase in related interest 
Total Net Increa.se in ERA!.'! 

Revenue Requirement 

-$23,753 

47,428 
8.640 

$32,315 

The reason for the decrease of $23,753 is that, by D.83-04-065 
and D.83-04-066, effective April 20, 1983, the Commission authorized an· 

AER and base r.s:te change for the company.. However, bill'ed revenues for 
May 1983 cor.tained a. mix of old and new ra.tes, because under the 
comps.ny's procedures, a portion of ki\Th billed in M~.y 1983 related to 
services rendered in April and billed at the old rates. The company~ 
therefore, understated its r1a.y 1983 recorded ba.se revenues for purposes 
of the ERAI~ calcula.tion in tha't it applied the billed percentage of 42.2% 
to billed May :-evenues which wer~ composed of old o.nd new ra.tes. To 
properly co~pute recorded :-evenues reflecting the new rates for May 1983, 
'the staff applied the new AER B.nd ba.se rates to the billed kWh for X1ay 

1983· '1he product from the above calculation was then multiplied by the 
percen'tage of May's billed :-evenues that represent deliveries in May 
1983· The re:::laining calculation methodology of Sierra Pacific remains 
the sa.me. / 

'. , 

- 18 -
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~ 

The staff's revised calculation resulted in services-" 
rendered revenues for May 1983, subject to ERAM, of $1,338,041 as 
compared to Sierra Pacific's computed recorded revenues of 
$1,;14,288. The staff accordingly recommended that base revenues 
recorded tor May 198;, booked to the ERAM balanCing account, be 
increased by $23,753. We note that staff's methodology is consonant 
with our recent decisions treating the billine lag issue. For 
example, in deciding the first ERAM application before us, we 

" declined to permit Applicant PG&E to collect add i tione.l revenues· 
attributable to' .billing lag (D .82-04-117, issued April 28, 1982). 
Then, on Februar.y 1, 1984, in D.84-02-003, we stated that the fact 
th.at billing lag should not be recovered in ERAM proceeding applies 
equally to a SAM proceeding, in that billing lag is the same issue in 
ei ther proceeding. To rei tera.te the view' ex:pressed in these 
d~cisions, we again state that longstanding r:l.temaking prinCiples 
dictate that new rates become effective for services rendered, not 

• 
sales billed, on or after th~ applicable da.te of a decis·ion 
authorizing new rates. 

• 

The staff further recommended tha.t the ERAr-! rate be based 
on the estimated balance as of January 1, 1984, in acco·rdance with 
D.83-04-066.. The applicatioa reflected the be.lancing account figure 
as o~ July 31, 1983. Applicant provided estimated recorded base 
revenues for the perioc August through December 1983. Th~ steff then 
computed the monthly ove::-- or undercolleetion to· be recorded in the 
ERAM balancing account for this period, which resulted in an 
increased undercollection of $47,428. Subsequ€'ntly, during the 
hearings, Sierra Pacific provided updated actual recorded base 
revenues for July, August, a.nd Septemb~r of $3;,75'3,. S20, 602", 2I.nd 
$117,049, respectively_ The staff witness ana.lyzed 3.nd accepted 
these i'igures. The result is. an ERAM undercollection of $410,.346, 

inclusive of re.lated interes:t, rather than the undercol1ecte~ i'igure 

- 19 -
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• of $262,072 reflectec on the staff exhibit, and would require an 
additional ERAM revenue requirement of $1481'274. Sierra Pacific 
stipulated. to the staf'f' adjustments which we ado:pted for the purposes 
of this proceeding. The adopted ERAM revenue requirement is 

$4101'346. -This produces an ERAto! billing factor of '.097¢/kWh 
applicable to all California sales (except street lighting). 

Stat! recommended modifications to Sierra Pacific's 
preli:inary ~:a.te:entp Parts :E and G, to properly reflect the ERAM 
revision dates adopted in D.83-02-076. These revisions, as set forth 
on pages IV-6 and IV-7 of Exhibit 9 in A.83-09-11 should be made. 
Conservation Financi~g Adjustment 

:By D.82-07-096, we authorized Sierra Pe.cific to file for a 
CrA to recover recorded and esti~ated costs of its 8~ loan program­
and Residential Conservation Service (RCS} audits. The present 
application is to implement that order. Our Energy Conservation 
Eranch (BCE) staff reviewed Sierra Pacific's Au(Ust 1, 1982 to 

• 

July 1, 1983, RCS program expenses and found that the $191 ,805 cost 
, to be high for 442 RCS audits in the utility service terr1to-ry, but 

:ade no adjustcent due to the startup B.nd other costs reported by 
Sierra Pacific. Sierra Pacific's proposed 1984 ReS program is 
forecast to accomplish 400 Eludits for $129,224 at a cost 0'/ $323 per 
audit. The BeE staff recot!lmended that· we 3.11ow Sierra Pacific up-to 
$60,000 to perfortl 400 RCS audits in 1984, a. limit of S150per 
audit. BCB also recommended that in addition to introducing the 
p:-oposed RCS Class A "core audit" option to achieve its 1984 goals ~ 
for a lower cost per unit,. Sierra PaCific should offer "do-it­
yourself" (Class B) audits to no-show custom.ers. 

There was little diso.ereement between the staff a.nd 
applica."I.t. The staff a,ccepted the company's 'balancing account. figure 
adjusted for later fisures for' thE> months of' August through December 
1983, and the company accepted the staff suggestion that it begin to 
supplement its 8% loan progra,Ill with rebates to be offered its 
customers. Applicant took no issue with the staff accounting 

• recommendations. 

- 20 -



• 
A.83-09-09 et al. ALJ /md * 

audit 

Cost Per Audit 
The only contested issue is the projected cost ot the RCS 

that. is required by federal law. Applicant pro,poses to reduce 
its RCS audit costs 'by sca.ling the a,ud1 t i tsel:! down' to a ttCore 
Audit tt underwh1ch the company would only audit for those measures~ 
such as ceiling insulation~ that are almost always cost-effective. 
This will require approval by the California Energy Commission (CEC,') 
as a departure from its state plan. We note that simplified Class A 
and alternati~,e Class :B audits have been approved by the CEC for 
other major utilities under our jursdiction. Indeed, Sierra Pacific 
expects a favo·rable response in view of CEC's apparent concern with 
the high cost of Sierra Pacific's audit p,rogram. Under the new "Core 
Audit" program,. the company expects the time required 1:'or an audit to 
drop frotl roughly three hours to one hour.- On cross-examination~ the 
company witness was unable to state preCisely what will be the 
decrease in costs flowing from this shorter audit but was ot the 

• 
opinion that the actual audit costs would range between $:100 to 
S150. However, this does not include administrative and general 
costs~ which the company contends~ match almost dollar-for-dollar 
the actual cost ot sending out an auditor under the present' program 
in place. The witness was of the opinion that these costs should be 
somewhat lower, however, because of reductions in such items as 
recordkeeping. 

\ 

Staff maintains th$,t Sierra Pacific's cost. is too' high when 
eompared to other compa.nies. The staff witness testified that SoCal 
Gas has offered ttstreamlined" audits f'or $100 f'or the pas.t year and 
Pacific Power and Light, also operating in a rural serv.ice area, 
offers audits for approximately $1,0. SDG&E's costs are only $80. ~ 
The witness stated that Sierra's audit costs a.re the highest of any' 

of the eight investor-ownE'd utili ties in California, including. 
Southwest Gas, whieh has 3. service area similar to Sierra Pa.cif'ic~s, • 

• - 21 -
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• The staff witness pOinted out that some of the large discrepancies 
between Sierra's projected costs and costs of other' utilities could 
result from ditt'erlng t:Jethods of accounting :for those costs. T'o 
offset this the staff witness provided an extra $50 cushion above the 
$100 he felt is a reasonable cost for these audits to'accommodate 
these possible differences p a.s well as to account fo,r company­
specific specific ad.t::linistrative and travel costs. 

Sierra Pacific co!.tends that the sole basis :fo'r staff's 
reeommendation. of projected audit costs is that Sierra Pacifie's $323 
audit cost is too, high because it 1s out of line with other 
California utili, ties. Sierra PacifiC argues that, staff' did not 
deI:lonstrate how Sierra. Pacific's audit costs could be reduced without, 
jeopardizing the program. It also argued that no showing was 
presented that the compared audit costs were determined using'the 
Sa.::le accountir..g methocs as Sierra, Paci:fic' s p or that audits were 
conducted under cocparable conditions. Sierra Pa.ciiic arglled that 

• 

its witnesses presented a complete analysis and support of the costs' 
associated with its ReS program p and that such costs stand unrefuted 
on the record. As the ReS progr£.m is mandated 'by law, S·ierra Pacific 

• 

believes 'that it is entitled to recover the full costs associa.ted 
with the prograc. Sierra PacifiC further argued that it would have 
few options, if anyp to deal with disallowed costs~ 

We are concerned with the leve'l of' Sie'rra Pacific's 
projected ReS audit costs. As indi cated in s.tafftestimony they are 
greatly in excess of the audit costs recorded by other utilities. 
Howeve:- we also recognize that economies of scale may have some 
o~aring on the cos+, levels at which different uti:'it.ies are able to 
perform similar task~. A.s Sierra :?acific'~ testimony pOinted out, a 
large utility which performs thousands of Iludits on an annual basis· 
should be able to develop a much smaller unit cost per' audit than a 
small utility which performs three 0:- four hundred audits on an 
annual basis • 

- 22 -
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• We also recognize the physical difficulties encountered by 
Sierra Pacific in ma.king the audits~ especially since the highest 
demand for-audits occurs during. the winter months of November, 
December and January. In the past this weather impediment was 
compounded by the fact that Sierra Pacific's auditors were commuting 
frotl Reno to the Tahoe Basin, a roundtrip distance- ranging from' 100 
to 120 miles. :e:owever~ Sierra Pacific now mainta.ins a.udit-personnel 
at the north and south ends of Lake Tahoe, which should materially 
shorten travel time, and mitigate this problem. 

A large portion of Sierra Pacific's California customers 
are recreational property owners, many of whom rent their properties 
during a portion of the year, and contact with such cus,tomers is 
difficult and costly. This is the so-callp.d ~no show" problem 
explored extensively On this record. We agree with our staff that 
Sierra Pacific should take immediate steps to mitigate this situa.tion 
by offering al ternati Vf! Class :s audits to "no show" custo,mers, in 

• 
addi tion to the Simplified Class A (co,re audit) proposal it is 
presently seeking to implement. Again, it is our belief that the CEC 
will join this Commission in res.cting. favora.bly to any shift in' 

• 

Sierra Pacific's emphasis to simplified Class A. and alternative Class 
B audits, because such a shift will significantly reduce the 
:presently excessive cost of Sierra Pacificts RCS audit program. Upon 
our review of this record, ~nd in accordance with the preceding 
discussion, we believe that Sierra Pacific can further reduce its 
audit costs to bf! more in line with othor California based 
utili ties. Indeed we expect Sierra PacifiC to tailor its, p,rogram to 

do so. Therefore, we will accept our staff's forecast as more 
reasonable than that of Sierra Pacific, and we will adopt a projected 
RCS audit cost of $150 for the- foreca,st period. This, a.ction is 
clearly in accord with the balancing account concept embodied in the 
CPA Ir'echanism, under which utilities subject to our jurisdic~ion are 
made whole for certain forecasted expens~s. sub·ject to future 

reasonableness revif!w • 
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It is important to note that the adopted $150 RCS, audit 
level is still significantly above the recorded cost experienced by 
other utilities under our jurisdiction. But for the special 
circumstances evident in this record ~ we would' ha,ve preferred to • / 
adopt a lower figure. Indeed we believe the adopted figure may still V 
be on the high side, and we expect Sierra Pa.cific to work~ under the 
guidelines outlined in this discussion, to further reduce these 
costs. We :place SiE'rra PaCific on notice tho.t we will closely 
scrutinize its audit coste in future rate proceedings to ensure that 
such costs are reasonable. 

The following sets forth the calculation of the CPA test 
year revenue :::-equire:nent: 

1. 1984 Program Costs 

2. 

8% Financing 
RCS 

$37,077 
60,.000 

Subtotal $97,077 

Recorded Costs - August 1. 1982 
Through July 31,. 1983 

8% Fina,ncing 
RCS 

Subtot3.1 

$ 50,058 
191 ,805 

$241 ,863 
;. Staff Estimate of Program Expenses 

August i, 1983 to December 31,. 1983 
8% Fin2.r.cing $15,000· 
Res 15:000 

Subtota.l $30,000 
4. Allow~ce for Franchise and 

Uncollectible Accounts 
Expense @ .0128 
8% Financing 
ReS 

Subtotal 

Grand Tota.l 
CPA Billing Factor 

- 24 -
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3,415 

$4,722 
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e. Rebates ~ ... ' 

Sierra Pacific agreed with a schedule of rebates proposed 
by the stat! and asked that a rebate program be authorized to· become 
ettecti ve 'January 1 p 1984 p as an alternate to its 8% loan p·rogram. 

Sierra Pacific does not now have a conservation rebate 
program p except that it will rebate to its customers the cost· of' a 
water heater jacket. or a. low-flow showerhead found in place when it 
conducts an audit under the RCS plan of the CECa The- BeB staff . " 
recommended that a rebate plan be established for other conservation .' . 
measures. Sierr.a Pacific concurs in that proposal with the 
~odifications agreed to at hearing. 

The staff witness testified that other utilities have 
conservation reba.te programs which have proven to be popular with 
customers who are not interested in a utility-sponsored conservation 
loan. Our BCE believes that a Sierra Pacific sponsored rebate 
progr2.l: 'R'ill offer its California customers a new type of incentive 

• 

to install weatherization measure&, thereby furthering Sierra. 
Pacific·$ conservation efforts in California. According. to, the 
staff, a rebate option will assist Sierra Pa.cific: to overcome some of' 

e 

the obstacles encountered in ~romoting conservation programs in its 
service territory by penetrating larger seements of the potential 
market than if only loans are offered. 

An interim order a.:pproving the rebate program was presented 
for consideration at the Commission Conference o·f December 20, 1983. 
That o:-der was withdrawn as the COl:'mission indicated that it desired 
further information concerning the cost effec:tiveness of the proposed 
rebate program. Ina.smuch as that in'formation is. not available on 
t!li$ record, the sta~! rebate proposal will be denied without 
prejudice to i'ts renews,l when informatioon concerning the cost 
ef:f'ecti veness of the proposed reba.te progrs.m is ready for 
presentation. 
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• Findings 0'[ Fact ~ 
1. Sierra Pacific p by these applications seeks adjustments in 

its ECAC p AERp and ERAM billing factors and seeks the estab11shm~_nt 
of a CFA b"illing f~.etor •. ... 

2. A.S;-09-09 also constitutes its annual review of the 
reasonableness of Sierra Pacific's fuel and purchased power 
transactions d'Cring.the record period of July 1, 1982 through 
June 30p , 98;., . 

. '. 
3. Sierra Pacific's purcht:l.se-s of economy energy from UPLin .. 

the review period were reasonable- and the proposed staff' adjustment 
is not reasonable. 

4. Sierra Pacific is making physical imp·rovements to its Valmy 
generation plant which improve- its heat rate. Our staff will: 
consider an incenti ve r~.a.n for Valmy plant operations for 
introduction in a later"proceeding. In the interim period, no 
directive to Sierra PacifiC to improve its Valmy plant heat rate is 
necessary. 

• 5. Reports requested by staff as enumerated in the o:pinion, 

• 

resulting from the staff's reasonableness review are not required, or 
would not be cost-effective. 

6. Sierra Pacific's fuel and purchased power transactions in 
the record year were re3.$on~.ble and no adjustments to recorded data 
are required. 
ECAC-~ 

7. Valmy plant heat rates proposed by Sierra Pacifi'c for the 
forecast period a.re reasonable. 

8~ Diesel oil costs proposed by the staff for the fo~ecast 
period are reasonable. 

9. The staff's forecast of Valmy "buyback" energy in the 
forecast period is reasona.ble • 
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10. ~he adopted level of fuel inventory for the purpose of this 
proceeding is 8 p 120 barrels of diesel oil and 22,,100 barrels ot 
reSidual oil, as proposed by the staff. 

11. '~he rea.sonable levels for the 1984 forecast period ot: 
a.~ Sales p company use, and losses; 
b. Fuel prices; 
c. 'Purchased power costs; 
d.· :energy mix; 
e.· ·Fu~l consumption; 
f •. -,Fuel prices-; 
g.':Reat rates; and 
h. O~l inventory level, .. . 

are set forth ~n Appendix A • . 
12. The reasonable ECAC and AER billing factors and carrying 

costs of the_~dopted fuel oil inventory are set forth in Tables 1 and 
2 of the opinion. 
CPA 

, 3· The reasonable forecast of RCS audit costs for 1984 is $150 
per audit. 

~ 

• '4~ No shoving has been ma~e of the cost effectiveness of the 
conservation rebate program proposed as en alternate to Sierra 
Pacific's 8~ loan program. 

• 

15. A CPA billing fact91" of O.093¢ per kWh will be reasons.ble / 
for the forecast period. 
ERAM 

16. A revised ERAM billing factor of O.097¢·per kWh will be 
reasonable for the forecast period. 
Conclusions of Law 

1. The reports requested by staff as a result of its 
reasonableness review should not be required. 

2. Sierra Pacific's fuel and purchased power transactions in 
th.e review period were prudent and reasonable. No-adjustments to. 
such costs should be made • 
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3. The proposed conservation rebate plan should not be adopted 
until a showing of its co~parativ~ cost effectiveness to the existing 
8% loan pro~am iz pre~ent€d. 

4. Sierra Pac1fic should be :luthorized to establish the ECAC, 
AER. ER~~, and CPA billing factors found reasonable above. The 
increase of $5.403,000 resulting from the est:lblishment' of such 
billing factors is justified. 

5. Sierra Pacific should be required to modify its Freliminary 
State~ent, Parts E and G, to reflect ERAM revision dates adopted in 
D.83-02-076. 

6. Inasmuch as the forec:3.st period for, which the revised 
billing factors are to apply beg~.n January 1, 1984, this order should 
beco~e effective on date of issu~~ce. 

o R D E R 

IT IS ORDERED that: 

1. On or after the effective date of this order, Sierra 
Pacific Power CO:l.pany is authorized to file with .this CommiSSion in 
conformance with General Order 96-A, revised tariff schedules 
reflecting the changes set forth in Appendix B to this order • 
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~ 2. Concurrently with tariff filings made pursuant to Ordering' 
. Paragraph 1. Sierra Paci~ic shall revise its Preliminary Statement 

(Parts E and G) in accordance with Conclusion of Law 5. 

• 

• 

·~h1s order i$ effective today. 
Bated MAR 7 1984 ,at San FranciSCO, California. 

.' , 
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VICTOR CALVO 
PoRISC'ILLAC'. GREW 
DONALD VIAL 
WILLI;\'~ 1'. BAG!'EY 

,Commiseio:c.ors 

Commissioner Lcon:lrd M. Crimes" J;r.,. 
~jnz: necessarily absent, did. not 
'Pnrtici'Patc • 
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APPENDIX A 
Page 1 

SIERRA PACIFIC POWER COMPANY 

Adopted Forecasts of Sales, Company Use, Losses 
And Total Outputs to Lines for 1984 

Sales 
Calif. Residential 
Calif. Small Comm. 
Calif. Large Comm. 

Subtotal 
Total Calif. Jurisdictional Sales 
Coepany Use 
Losses 

Total Output to Lines 

MWh 
233,477 
82,25" 
64,47" 

380,203" 
402',609, 

22',792' 
463,829 

4,124,673 
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• APPENDIX A 
Page 2 

SIERRA PACIFIC POWER COMPANY 

Ado~ted Forecasts of Fuel Prices for 1984 

($/MMBtuL 
~. 

Fuel 

- Gas/Oil 
January-Ma.rch 4.:3202-
April-September 4.4066-
October-December 4.4947 

Coa.l -
J a."l.uary-May 2.040 
June-December -2.080 

Diesel 
January-December 6 .. 60;1 

• 

• 
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APPENDIX A 
Page ; 

SIERRA PACIFIC POWER COMPANY 

Adopted Forecasts of Purchased Power Cost for 1984 

Idaho Power Coepany 
Firm, Elko EnergY. (S/MWh) 

Demand (S/kW/mo.) 
Val:ny "Buyback" 

January-May (S!!\'Mh) 
June-December (S/MWh) 

EconotlY 
January-February (S/MWh) 
March-June (S/MWh) 
July-December (/MWh) 

U~~~ Power & Light 
Fir:n, Energy (S!MWh) 

Demand (S/kW) 
Econo:lY 

PG&E 

Demand Charge (S/kW) 

Customer Charge (S/mo.) 
Spinning Reserve (S/kW) 

Fuel Cost Adjustment Charge 
Co-Gene:ration 

De:nand 
Energy Charge 

Econo~y Ener~. Other 
(Same as! 's Energy) 

January-February 
March-June 
July-December 

16.40 -
5.261 

23·80 
24.28 

20.00 
1 S.OO 
20.00 

12.76 
21.94 

9.15!kW 
less. 

1 .5~ Power 
Facto:r ' 

Discount 
19.5;;' 
65.80/kW 

less 
2.74!TJrWh 

8.20 
51.00 

20.00 
15.00 
20.00 
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APPENDIX A 
Page 4 

SIERRA PACIFIC POWER COMPANY 

Adopted Poreca.sts of Energy Mix for 1984 

Line 

~ oro) 
1 Gas/Oil Generation 
2 January 28·,640 
3 February 22,:305 
4 March 19,615 
5 April 59,500 
6 May 16·,.374 
7 June 16,400 
8 July 58,722 
9 AUg'llst 46,,523 

10 September 19,849 
11 October 22,397 
12 November 24,.289 
13 December ~7z612 
14 Subtotal ;72,227 

15 Economl (V2,lmIL for June 22,846 
16 Subtotal :352,646 
17 Total (t14+L15) ;95,07; 
18 Total Output-to-tines 4,124,673 
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SIERRA PACIFIC POWER COMPANY 

Adopted Forecasts of Fuel Consumption For 1984 

Coal 
January 
February 
}Iarch 
April 
X-Iay 
June 
July 
August 
September 
October 
November 
December 

Subtotal 
Gas Oil 

January 
February 
March 
April 
~Itly 
June 
July 
August 
September 
October 
November 
December 

Subtotal 
Diesel (Valmy) 

!I:otal Fuel 
Consumption 

(MMETu) 

881 ,505 
824,000 
880,650 
313,120 
826.,060 
852,8:40 
88:1 ,680 
881 ,680 
852,840 
880,474 
851 ,81.0' 
881 ,680 

9,808,3;9' 

318,534 
248,076 
218',158 
661 ,759 
182,112 
182,;401 
6,53,106 
517,429 
220,761 
249,099 
270,1'42 
418,;22 

4,139,909 
,8,0,0 

13,986·,278 
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SIERRA PACIFIC POWER COMPANY 

Adjusted Forecasts of Fuel and 
Purchased Power Costs 

Coal (Valmy) 
Gas/Oil 
Gas Standby 
Diesel Valmy 

Subtotal Fuel 
!PC (Elko) Demand 
IPC (Elko) Energy 
PG&E Demand & Cust. 
PG&E Spinning 
U'P&L Demand 
UP&L Enere:! 
Economy (Valmy) 
Economy Other 
Co-generation Dem. 
Co-generation Eng. 
Subtotal Purch. 

Total 

(SOOO) 
$ 20,256 

1 e~25s 
1,630 

·252 

$ 40,396 
947 

1 ,58; 
6,071 

574 
46,074 
19,598 
8,490 

1:;,584 
:; 

20 

$ 96,944 
$1;7,~40 
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SIERRA PACIFIC POWER COMP~7 

Adopted Forecasts of Heat Rates, 
Oil Inventory Levels 'for 1984 

Heat Rates (Btu/kWh) 
Coal (Valmy) 10,~42 
Gas/Oil 11 ,122 

Oil Inventory Level (bb1) 
Diesel Oil 8,120 
Residual Oil 22~,100 

SP?'s heat rates are calculated from data in ~able 2, 
pages 1 and 2 of A.8~-09-09. 

Coal 9,808,339 MMEtu + D i ese 1 ~8, 030 Mr.n3'tu = 
9,846,~69 ~·mtu/952,100 MWh = 10~;42 Etu/kWh . 

Gas/Oil 4,69~,608 rOOtu/422,OOO MWh = 11,122 Btu/kWh • . 

(END OF APPENDIX A) 
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SIERRA PACIFIC POWER Cor1PANY 

Adopted Ene:-gy Cost Adjustment Clause Eilling Faeto,~ 

Present Ado~ted. 

ECACEF $.02319 $ .02751, 

Res!dential 
DS-;I:.ifeli:c.e .00486 .. 00456, 
D & .• DM-Lifeline • 00439 .00456 . 
In Exeess of Lifeline .03392 .04046, 
In Excess of 5,000 kWh .05133 ... 0&188 

Time of Use (A-3) 
On .. 02987 .0:;646 

. Mid .02563 .03078, 
Off .01324 .01418-

ERAM .00000 .00097' -CPA .00000' .. 00093' , -

• AER .00134 .00854' , 

• 
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APPENDIX B 
Page 2 

SIERRA PACIFIC POWER COMPANY 

Adopted ,Energy Cost Adjustment Clause Billing Factors 

Base· AER ECAC Total - -
Residential 

DS-L1teli~e $.04337 $.00854 $.00456. $.05647 
DM-Liteline .04964- .00854 .00456, .06274 
In Excess L1teline .04964 .00854 .04046 .09864' 
In Excess of 5~000 

kWh .04964 .00854 .06188 .12006 
A-1 Rate 

.05066 .00854 .02151 .0,86·71 ' 

A-2 Rate 
.0;231 .OC854 .02751 .06836 

A-3 Rates 
On-peak .02:;35 .0085.4 .03646 .068'5 
Mid-peak .02335 .00854 .03078 .06267 
Off-peak .02335 .00854 .0-1418 .04607 

*Ease includes CFA of $.00093 and ERAM of $.00097. 
LS/OL: Adjust on ¢/kWh basis for kWh in tariffs for 

CFA, ERAN, AER, and ECAC. 

(END OF APPENDIX B) 
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• The staf'f witness testifying on this issue indicated that 
insufficient time was available to h.im to make the detailed review of 
daily and hourly dispatch. records. The rebuttal testimony of Sierra 
?aci~ic has clarified the pOints raised by the staf~ witness and that 
testimony shows that the proposed staf~ adjustment would not be 
appropriate. The proposed staff adjustment will not be adopted. 

Valmy Heat Rate / 
As part of its historical review~ the st~ believes that 

Sierra Pacific should improve the heat rate at V (my Unit 1. 

Valmy Unit 1 is a coal-fired plant j ntly owned and 
operated by Sierra. Pacific and Ida.ho Power C mpany (IPC) • Although 
Sierra Pacific operates the plant, it does not ha.ve sole control. 
Use of I?C's space is determined by IPC. The hea.t rete, the-ref'ore, 
is a function of decisions made by bot IPC and Sierra Pacific. 
=estimor~ from Sierra Pacific witness s indicates that it will make 
certain physical improvements which ill incre.ase the effic'iency of 

~the plant and, consequently, impro e the plant heat rate. These 
char..ges indicate to the staff th Sierra Pa.cific is a.ttempt1ng to 
co:ply with its recommendation. 

FOE proposed no spec fic target heat rate for Valmy I or 
any standards or goals for i reasing plant efficiency.. In response 
to the request of the ALJ f r a spccifie performance standard, 
Supervising Utilities EngiJee:- Jeffrey O'Donnell, the project manager 
for these applications, tlsti!ied that FOE is aware of Commission 
inte:-est in perforI:lance /tandards for power plants s'lch as the Valmy 
unit. However, FOE is riot recommending setting such a standard at 
t~is tim~. The reasonl are: 

• 

1. The Val~ plant is only about a year and a 
hal~ o~. It is not a mature :plant. 
ThereftOre, adequate data on which to be,se an 
incentive system doe: not yet exist • 

- 4 -
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eECAC-AER ~ 
Sierra Pacific's ECAC application requests a total ECAC 

increase of 55.7 million, and its AER application seeks a, decrease of 
$89,000. A separate report (Exhibit 6) wa.z prepared by staff 
witnesses Pamela. Thompson and Cornell Hill of the Revenue 
R,equiremen"ts Division (RRD). The sta.ff recommended an ECAC increase 
of $1.9 million and an AER increase of $~ .. 1 million. The bulk of the 
s"t~!'s reco~ended lower ECAC rate increase and~~s AER 1ncrease 
flows from the ?ommission'S change in the EC~tAER ratio of 98%-2% to 
the present 78%-22% of estimated fue-l a.nd ~chased po'wer cos.ts p 

adopted in '. D .83-08-048 in OII 82-0~02 
Accounting ~, ' 
The staff witnesses made £Our adjustments to the balancing 

account to correct accounting err-ole, including use o't e franchis·e 
and uncollectible ra-:e o'! .0128rd a net-to-gross multiplier 0'£ 

, .6224 as used by the Commissio'on in D .83-04-066 in Sierra t s la.s.t 
/ 

• 
general rate case. Applicervt stipulated to those adjustme-n.ts .. 

Energy Foreeest 

e 

The sta.!! made the' following reeocmendations which 
applicant accepted: 

1. The sta f za1es projectiol"l is 21,523 MWh less 
than t~at of applicant. 

/ 
2.. The staff used the 76/2'2% EeAC! AER alloca,tion 

orde"red 'by the Commission in D .83-08-048. 
I 3. The sta!fts projected energy loss is 12.67% 

~ather than the 13.10% applicant 
,.estimated. 

I use by 
applicant is 0.63% rather then its estimate 
of 1 t%. 

5. Because of 1, 3, and 4 3.bove, the staff 
recommended red.uced g8.s/oi1 generation c.nd 
Valmy buyback purchas.es. 

The following issues remain in dispute: 

- 10 -
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We authorized an ERAM mechanism for Sierra Pacific in its 
last general rate case, D.83-04-066, issued April 20, 1983,. Under 
this decision, Sierra Pacific is to include proposed· ERAM rates in 
its ECAC applications. Accordingly, Sierra Pacific requested 
implementation of an ERAI'l rate in this proceeding as this is the 
first ECAC proceeding subsequent to the issuance of D.83-04-066.. In 
its application, Sierra PaCific projected an ERAM revenue requ:trement 
of $229,. 757. The staff in its Exhi bi t· 6 ori ginally recommended that 
this amount be increased by $32,315 to $262,072, which is based on: 

Decreased ERAI1 Revenue Requirement 
for May, 1983 

Net increased ERAZo! Revenue 
Requirement for period 
August 1983 - December 1983 

Increase in related interest 
Total Net Increase in ERAM 

Revenue Requirement 

The reason for the decreas is that, by D.83-04-065 
and D.83-04-066, effective April 2 , 1983, the CommiSSion authorized an 
AER and base rate cha.nge for the company. However~ billed revenues for 
May 1983 contsined a ~ix of 01 and new rates~ because under the 
company's procedures, a porron of kWh billed in ~lay 1983 related to . 
servicec rendered in A:pri~d billed at the old rates. The cocpany, 
therefore, understated ~ May 1983 recorded base revenues for purposes 
of the ERAM calculatior ~~ that it applied the billed percentage of 42.2% 
to billed May revenu7S which were composed of old and new rates~ To.,· 
properly compute red'orded revenues reflecting the new rates for!-lay 198'3, 
the staff apPlied}he new AER and 'base rates to the bill€'d kWh tor May. 
1983. The prod t from the above calculation was then multiplied by the 
percentage of l~Y'S billed revenues that represent deliveries in May 
1983. The r maining calculation methodology of' Sierra Pacific re::lains 
the same. 

The staff's re~sed calculation resulted in services- ~p L_ 

.rendered revenues 'tor May \983~ subject to ERAM, of' $1. ,;;8,041 as v~ 

- 18 -
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It is important to note that the adopted $150 RCSaudit 
level is still signifieantly above the reeorded cost'experienced by 
other util~ties under our jurisdiction. But for the special 
circumstances evident in this record. we would have preferred to 
adopt a lower figure. Indeed we believe the adopted :f'igur~ is still 
on the hiob Side, and we expect Sierra P:lcifie to work, under the 
guidelines outlined in this discussion, to further reduce these 
costs. 'We place Sierra. Pacific on notice that we will closely , , 

scrutinize ite:'audit costs in future rate proceedings to ensure that 
such costs are' r.easonable. /'" 

yea:-
The f~llowing sets forth the ealculatiol'l/'O':r the CFA, test 

revenue requirement: 
1 • 1984 Program Costs 

8% Financ1ng $37,071 
RCS 60:;000, 

Subtotal $97,077 
2. Recorded Costs - Au 1 , 1982 

Through July 31 , 
8~ Financing $ 50,058 
Res 191 z802 

Subtotal $241 ,863· 
Staff Estio2 

August 1 ~ 
w.of'Program Expenses, 
~83 to December 31,198' 

8~ Finane' g 
ReS 

4. Allow ee for Franchise and 
Un olleetible Accounts 

E~ nse 0 .0128 
8~ Financing 

S 

Subtotal 

Grand Total 
CFA Billing Factor 

- 24 -

S15,.000 
15:;000 

$30,000 

$1 ,307 
;·,415 

$4,72'2: 

$373,662 
.. 093¢!kWh 
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• 3. The proposed conservation rebate plan should not be ad'o;;:d 
until a showing of its comparat1 ve cost e:f'tect1 veness t·o th~x1st1ng 
8% loan program is presented.-~ . 

4. Sierra Pacific should be a.uthorized to estab-tf"sh the ECAC, 

AER, and CFAbil1ing factors found reasonable abov~Increases . / 
resulting from the establishment of such bilZl' n actors are 
justified. .. 

5. si~~ra PacifiC should be required/ 0 modify its: Preliminary 
Statement, Par.ts E and G, to reflect ERAM evision dates adopted in 

D.83-02-076. 
6.. Inasmuch as the forecast fo·r wl'lich the revised 

billing factors are to apply began J nuary 1, 1984, this order should 
become effective on date of issu~ce. 

o rVD E R 

U IS ORDERED that:/- - -

1.. On or after the efJecti ve date of this order , Sierra 
• Pacific Power Compa.ny is a.rhOriZed to file with this Commission in 

conformance with Genera.l/Jrder 96-A, revised tariff schedules 
reflecting the changes ~t forth in Appendix :s to' this o·rder .. 

- 28 -


