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,~,Y '"" ..: ~'.~,.~.~ ... ~ J:~~,,; ',::~:,~.:",'~:;"'~: , .,'" ,,\ .... ' ~ ... ,... 

!:l"t:-oductio:i 
--~ '", '.' 

." 
'. >. ' • ',;'~ ',,~:: ~:". 1,1./' ~t:~ '} ... '!'; :.;'" ~;:, .. 

" .. :By vl"cel" dated JiD.'Y 7, 1982; the" Co~is$ionins.ti tutedthis-
~ .~ .. " . ~ ..... ~. .~ ',- '" '. .. ~"" . _ " ..... .... ,~ _'< I"... • ~ .. I"f .. /, ... _ -..' < _, ,,,. , • ~ h ,_,.. -', 

i:lVestigation to eO:lsic.e:- .... het~e:- the. :,atepayer.-su?ported,exploration~. 
a:ld"de'Yel,;,:6:le':it, p'i-:~g,::~so'f ~So .. ;::he~!l;Caii~~r:li~ ::;eiS;~ ',~~~;a:lY ~~._ ~': ~~ 
(Edi's~o:l). ~aci!ic' 'Gas' and Elect~ic 6o~~~~ (PG&E) ~ ~d S8.!l ,-Diego Gas ." 

... • ~J ......... \~ ....... .. _ • 

and Electric CO::P?_"lY (SDG&E) should be continued,. :loc,ified,. ¢r 

te:-I:lidai~d': ':By ~otl'on "fil~d "Oct:ooe;'j',- 19,82, :;G&!~;ked :to'=be" __ ,' 
c.is::isse'd as a '~eSpo:ldent :o'n the'b'iiis that it ~had ,:~e~e; h~d ~;~ch. a ' 

~. -c ,'. • ' ' '', ',- "r' '+ ~ • • ~ ••• '._ ., _ \ • _" .. ' ...... p '- "" • _.. • •• ." • 

p:-og:-a: a:lC' ',haa no intenti,on to have,. such pr,og:'a::.ls i:1. ~th.e. ",future .. , ... ~~. 
?G&E's ::lotion '~as" er'a!1t'ed'by :O~ecis:f~:l '(D.\ ,82-1~2-609; -i~t;c., ~ v ',' ': -. '." : 

Dece:ber 1',~'1 :982.: ' .' ,,': .. .' ..,.' " ':, ~ ~ '.' _ .. _.. .. , - "" -.' ::' .-, : 

POl16wi'ng.·a 'prehe;ring ~~~'ier'en¢'e";hls ~;a:tt~r ~ .... ;;~ ',the: . :,' ':: ,~'~'. 
s~bj e:ct o'!se-v~':l 'dayS 0-: heari'n'g. TheCotl~is;ion .~~! ~(stait} .' '._ ,_: 

- • ... • - ,., ~,."'...' ," '- • _-& ,.". '_. ", '-.... .... ,* ...... " __ .- \.,01_ 

offe:-ed the ''testi:o:iy of two witnesses.:' J, .•. Archie ,Joh.."1S0!l. ,hblic " , 
• Utili t!p.i.:ta."1C,ial Exa:i~e!' ',in~'he R'evenue ~'eqUi,::~-=~':lt .. ~.·D,iv0-.,;~~,';': ~. ~ ~.::,.

Pina:lcial' Analysis ~ and Ke:l!leth D' Antonio, Regulatory Prog.ram.. .... _ 
Specialist i~ the' ?la!l!ii'ng ~c. ~?olicy 'Di vision; " ~di~on ,"oif;;e'i;. th~ _~ '.' ." 

• • ". '., • j. .. .~.. "'; .... ,.... ~ • • ~:. ' • _. .(....... 1 .,. ~ ' ....... ---

test'imo!'lY o'!e'lght wftiesses: 'RobertE. Bridenoecker" _ViceP.resi,de!l..t 
of !'uel' S~p?ly a!id Pre'sideht of r.!o;6: .po~~rCom:o~"(1.£o~oY,~ ~'~'h~llY:- . 

.... -. "." .~ .• ... ~ '- ,,' ""I. "... .. - w'" ... , ~ • "" 

owned ene:-gy reso~rce 'subsidi'a-ryo'f idison;:Ber:lard ,J,.,Pe:ry ,.. Energy:. :: 
,"' . .- ~ ,_ ..' ':- ~ . :~, ' .' . ~. ,. _ _ " .. "" ~ i .:, '" ' .. '.,', .', '. "'. ~ ....... 

Resou:oees Consul t~t and Vice Preside:l't, of Mono;. Basil.Y.Savoy,. ~ .. ' ~ 
~- .~. ....... , .... -; ... .' .... .~ ..... ,' .-, ",' ,'. _ < ~ ~". • '" _ .... __ ., _.,. ,'''' ......... _ ....... _, •• ' h' ' 

Resour·c·e P!"ojects Ma:lager for Oil a:ld eTas of z.:o:lo;". Don. R .. DeRalas..,.. 
, ' .... ' ,"" - - - ~ ........ . <,,~ ---.... ,'," ,,. .......... . 

P:-eside!lt of Colo:-ado Nuclear Co:-po:-a:tiO:l;, Pr.ed X. C:l,isby~ ,l'...a.nage:,. , 
E:lergy Resource ?roj ec:tsfo:-rl ~!O::lO,; :Barrj"-Ol~en ;::S:e~gy. i~~o~;es:~ ..... " .. , ... 
E:lgineer for' ~!on'o; Do~othY: r.r".'Whale!t;' SuPe-r';i$O'r:,'o~·.:th~·R~~atory ~ ~, , 
Pina:lce"Sect:(on o'!Ediso':l t ~ 'Tre~sul'"'er"s 'De~ar:t':e;t-; ~d' ,Letitia "r> ... ' .... ; 
Davis,.' M~'ag~:- of P'inah~~, ·Ac·c~u:lti:"g ~d' Ad~i~;£ra~io:l" i;;' Mo;o: - ' . ~ 

.. '-. '" . ::',' :,' ""~_' •. _ '.. ....,.,_ul: .... J, .............. ..; ... " .... _'~.,~ •• '~ .... ,.~" ... . 

SDG&E'o~~ered' the ~esti:ony 0::'- J'a.:ee M-Nuge:lt, .it.s.. Superviso::-Puel, ... ' 
Pla!l:li:lg. - ~hO is als~. G~n·er2.1· M~ager '0: Ne~_ .Al;>'ion- R~'s~;:rc'ee' co'.' .. - . -~. 

,'" ,,' . .... .'.<-:.".- "j.. . . '_.. , '.~ c ".1 ",,) . _.,."" .... '. ,~... "" ... ~ __ ,--

(NARCO)'; SDG&E'S e:Qloratio:l and developce:lt subSidiary.. This :atter 
~~ submitted upon opening briefs 'filed on March 29, 198;. and reply 

• briefs filed April 1;. 198;. Briefs were filed by statf, Edison, and 
SDG&E. 
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BacloCground 

The ratepayer-suppor~e ex~loration and development 
programs are funded oy the Enei;gy- E-xp'lora't.ion and Developmerl'C 

... ,'L......... ,' .. ~ ."" " ',' 
,.1 ......... , .,,10. ...... ,. ". 

Adjustment Mec.~is:n (EEDA) by which the costs and benet1ts"ol""s'udf-"--' 
programs' are" f'lowed.-thrOUg,h to: ra ~~e:p~ye;'s ~ ' ... "BED A :~as 'f{~~t "~~Ol>ted 

.. ~ '" I "'." '" ." '.<, . . , " "" .~ '-of '~J ", -. , ~~ .. '-~ , " ", jo. ~ '.", •• ' .~ "., 

for'Edisori\in D.S517-o,'-datedJuly 23, '97.1+~ SDG&E was authorized ,to 
establish.:'ari~EE.DA·proe'edure 'bY'D :·'88-12';'; ~dat~d' N~:v;;~~;~'i2:,{977:'~:~i~ ::',:':, 
Cas'e'(C~) ,;:0056;. ::: ".' ".w"· ,-, •• ~., , .,', ' "',',' :;, ",:~;":. , '::~~,'~"'~ 

:1n c. f0056~ the" COm:l.lssi6n '~OriSider~c:whet.~'e~~~xpi~o:;~~i~~ .:. ':' 
'"" , '. '" ••• - ,- c·, • ":.', - . ," ~. ',1, " ..... ,. '" '.:7: 'J' ~., .. __ '.\,. ,:':~: _ '~'~~ <, :,' 

ane. d.evel'opmeot programs or the 'ut.ilit.ies should. be maintained." ,,' .. 
expancec;: rec£u ceQ' ot'eiimi'na~t'ed, an;~' whe"ther ~a tep~~er~ should' ,-' .. ' 

eontlnue "io '. suppo~t: exi~t:tngor 'iut~re p~ojeets'. ' I'n 'D:. S8\~/ ~~~_ '.~ :,:" ~ ~ 
conclucea t!:la t ra t~aye'r-':s'uppo~ted: ' exp-l ora tiori arid "d~e~e,l~o.phle·n~<·" 
progra::ls should. be au tnorized if they secure add. i tlona:l' :;U~P:li~~' ':'Oi :: . 

.... 'i_ j- -.., • ,'.~ ,',~ ,.' '\, '.,' ~"-,I :'';''. "~': ~ -:" _II/~) ..... ( ........ 

energy wn:i;ch would. not otner-wise be' "avail'able to California, ,or to, ' 

• • 

ootaln ne:ececi supp'iies 'of' en7ergy at~ anea;lier ~:a t~" iha~;~eh:: ~ .": '~" : ~: ~ 
supplies :Youlcl oth'~Nor:::se"bec'~:le :ava'ilac'i-~', '0; to' oct:~:fn'addi't1~~~1: . ": ~ :,' • 
need.ed 'su:?~lies: oren:e;gy .. a t'~ an ad~antai~ous'prf~:e .\: .. iil'th~ "orde;.~ "',' ~' 
institutlng "tn'is' In;e"st'igation we 's;ated' that ~~ w~u'ld ~Xa~1:C.e" ,. 

closely whe:-h~r tb'eEEDA p:rOS'~anis 'bi0~ ~e't' the 'c;iieri~"~;~~C,iii~,d." ~~,- ~ 
. . .... "'" . ' ,.. .., -,.-~ .. '- -:-. ., , .. '"'''' ;""~' .',.,-., "., ,~"." .. ' ,',\ ... ,.i~, •... " .. . ~.'. -.:.'. 

D.esd1Z1' anC1 al~o eOrisio.erwhether, there is any just1ficati~n tor .. " .... 
ra tepayel'''~sup';>ort~d e~plo~atio~"and: d~'v~io.p~en ~£ 'p;ogra~s '£d:' ~b:e ., ' ' .. , ., -'~' 

....; -..-- •• _T •• ~ ~"," : ~,. '~,' •• .' •• r .".. " •. , '_ ,~, ~~. -: .... ~. ,.-:' ~ ~:".,: •. • ".' ....;' ~ 0#, • 

current ene'rgy- ma:rket. Dependlng on the concluSions, we d.i~ected the 
., ...... _.. " ... ,', .-' .. ~ .", ' ..... ~ _.. • :'" •• , ~. ','''' "~ .;-' . ': ::' --: ',~'._,o,. : •.• ~"':\: '..~ ~,~':, ': ~',:" ' .. ' ~~' .. " 

res;ponaent:uti"l1t'1es an'cr'staff' t'o s'ubinit' pr'oposals for winding down ~ . 
.... ' .... ,- -~.~ .... ". - '." "'," , ,... '. -, • ". -~ ••••.•. ... • .' +', "'~ .-.~ ", " .... ~.' .. :':'''~', \:1::'''~ ..... ,:I~, ."' .", existing EEDA "invest::lent"s;. ., ... '. ' -, . . .. 

Operi't1-on:o'f -t~e: :;iDA" 'Me:cha~1~S~: : :" "~=':, ,. : '" ~,'.:, .. ': ~ ,:: ;;<~ .~..: :- .';':-~ ,,,; .. ": :-
• ,,_., '.' " ..... ( ~ .. ,... ..... ,'; ., .. ,:' • .-," -. ", .r'"," '.' ~+ \':'""':~·C'.~. r;: ",:'" -"'",,:Z 
,. EEDA ls" implemen ted" oy' way 'of' wholly owned su osidiar1es

y 
- N 

Mono 'in 'the '~a~eof: idison' "'and'NARCO' :{n t~~ c~i~ ';r ~tiG&'E":: '!h~"'~"~ "~ 
basic' objectiv~ 'an~ ~~'n6:ePt Of~ th~~ 'm""e'cn~~i~m' is:' 'ir{u,;~~a:t~i b;=' ,tb~" .... : .: ~_ 
relat'i:ons!:lip 'between Edisoc ~nd' MO~o;' .~:, 'pi;~suani 't;: a,' co~t~;ct·.~~t~~ ....• 

• • .... " ' ''' J' - ". • •• -. , .~. .,~., ,( ~, T,~. ,-,'~".' .' ' .. \~"""~~ ;;!,:~ ,:, -;.' . .: , .. <:) I", _1_": 
Edison; 11ono" 'is 'ol:>liga:tecr "to' 'seek ~ find ~ deverop~' process, and .. 

,'" .... ,' ''','' ,' .. '::" .~. ""':'-/~ ',''', , .... - ","r .':"' ."," .or·:"":.·· :'" '_" . .:.. .. ,~, :~:.,,~ '~~.~' .• ~' ''i:~:::,~::::::~J~_·'L. 
d~li ver suell" kinc's' of' -en'ergy as-may be needed oy Edison,,,, ,wh,il~ Edi,sOll, \ 

#w.",~Ift"'·f'-'" ,,'""I ,., ~', ... :,~.-.. ,"~~., .. ,' -:,".',' ..... "'- 'h,.: ;;~, ~:.: ,~, ... ,~,~ ~,,< .. ;::.:~~,~ : .... :,:./.>~,,"!_j:' • '".,.,...,.. ..... , ... t., 
~ .. .... ,p ,.'." 

" ... ""' . ......... 
.'. -, ..... 

, " 

,~,-:- .", "'.," -, , 
• ~. .. _.' , ~"" a 

~ ....... 

.' .... , 

, •••. ,. r', ", ... ~ ..... 
. .,,'~ ,~.... ,., -.... 

-- j -

• 
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• • :1.S ol>l:i.gated to '¢ompen~at~ Mono _1'or ,sueb' 1'ueJ:su,p.plyserv1'ce :.a:t::the, 

cost to Mono ,of conducting ',sucb aet!v1ties. - -,', '" ',- ~' 
.. I, ~ 

In ac_cor:d,a:nc,e, _,with _, th~ fu'el '~rvi¢e :agreeme,nt,;', "Mono :.:: ; ~'_ ~ -, ~ 
.-

prepares, a Fuel Servi-ce Bu,dget -'each- . Quarter.' ~Ihe .J~udget :inelud;e3:.::"': :., 

( 1) -:.he ~~~ecasted.·annual cost of- :pr-ov1cing ,fuel supp1Y:':sen-::tees ·to ': .. : ... 
EQ:1.son,·fo~ _the"su~eq,uent.·,'l2-!Ilonth .:per:1oo,:.: -and. .(2} ;,the '~difterence -' 

cetween, __ th:e:for-e_cas t~d, and. re:co ra ed..- eos~t ,'ofprovi:ding 'sueh., -:;se,r-Vi:ees-- -:-: 
for the pr-l0r- calendar year. The eo~t '~o£ provic11n'g fuel ~sul>p.ly ~ r,', •• : 

ser-vic-es-, in¢'ludes:,-, (a} ad.:tin1str.ativeand general:, eost:S' ·~f.or -:the year-; 

(0) the annu-al co~t -of ,funds J)roviced·byE<1isonor- 'thir<t'par-t1'es';-:.'-
C c) the, amor-ti,z_a t-ion' err the- 1nvestmen tin ~aband:on:ed- ~or, 'susp:end-e'd; '~ -' 

pr-ojects .on a five-year-, stra,ight-l'ine basis'; (d}Mono-".s :s.hare: . of. . - " : 
inco~e :i_n-join,t l>roj-ec-t-s (after~op-erat1ng expenses:)~ ,!"rom :-p:rodu<:-:t-' sol~' .-

toEa1s~n and· ~from -prOdu'c-t :sol<1' to- -thirdp-arties ~m l>rOje-ets ,-, ,,7: 

expected .to: s.u.pp-ly fuel: to- Edi~ondur.ing_th.-e1r ~if.e;.- -(e},":'the>, :~.: . -:> 

<1epreciation an<1 depletion of the investment in successful .prO:jects' .~< :', ~ 

• 
over the estoi.l:3.::t,ed_usetullif'e,; '(!"J~ :an<1 the,over-; -or: -undercollecti,~n ... ' '" 
or the <1ifference between the torecasted and recorded cost ;.o:'f)_--~~;,::,::~_: .. ,-_.".:.::-, 
provid-ing !uel sup,-ly- services for the, pr-i:or.calenaa'r' y..ea:r':":' :', ':'£<1150n 

• 

pays monthly, .to Mo'no -:thei'uelservi:ce. -charge whlch:1S: :'o:ne:-half:::o:tt1le .. ~.-:: 

fuel ser-vice_: _budget. -- .. '"' .... , . -". ~ .., , ."10 '- ""~ .', ,. ", • 
1,. _ ~" k.... ...... ,. ,.. of· I~. 

'I'he fuel service char-ge .:is· ,bil-le<1' monthly-.. to· Ed,i-son.:to ': .... , -, 
cover Mono's cost of. conducting fuel supply service,~. !he. J'uel,: 
service charge w'~;- author1ze<1 to be a reimbursiii~~~'~6birge-,~u~~r:"':the 

~ .. .~ .~ ,. .. ,. . ... ~: " ,., ........ -' ... 
Energy Cost Adjustment Clause. {ECAC)., 'rhe~ fU,el., se,r:viee_. cha~ge is the 

" ",,I , ;. ~ ', ••.•• "~ ......... _ 

reve:lue reQuir-ecentineluded in ECAC and reJ)resentstlle-: ben.ef1t (or 
cost) to the ratepayer resulting from Edison's:parti.c1pation:.via 

- .• \ r'~ .. _ \' I" ", .... , "" 1" 

Mono, in EOA projec,ts-ap:;:>rovec by the Commissioli~' -' '" -, 

In operati'on', Edison ad.vances funcrS::to' M6no; 'a:ndio~r"Mono 
obtains fund.s frotJ third parties to rinane~ 'EEDK.p:r.<>j:eet·s .• ::2'E,u:nd::s. 
investe<1 in exploration; an<1 development..: are- ac-c.o1;inted.·~fo.r:: ~ :: ::; .:. 
(capitalize<1) by a project. When tbe_~J)rojeet: 'beg~mrrprOdu,c.1:n:·g, the 

- 4--:· -' 
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deple-:ed over the estioatea useful :lire of· the"project ;;.·~!f::the': :: .. ~ "~ :,: 
projeet is ·:.Qeterr:i-ned to be .·uneeonomk or :unsuece$s·ful:~;:~t:· 1s' 
abandoneQ.anQ .. aisposedof, and', written off over f:rve~years~,':~ PrC>jeet:s~··:, 

.... h:!.ch .. ·are ' .. not exp.ected~ to-·be :in .devel'opment: :Withll'ftberiext:"~f'£ve 'to 
ten years . and for . which anrlual ~exp.end:ttures ·:··are 1imit-ed,to '·hol~:rng:: .. , ,. 

costs ar:e·suspend:ed ·and. . writ ten off overtive years·or ·:un''t,:·il sucb: .' ,., .. 
earlier time. ,>~hat· .d:evelopment'. t>egi'n.$~ : '" .J ~c' . -, ~'~ ;~: ....... ':, " - .~ .I~ - ... , 

. . The :COS.t· .of tunas-is : calculated on -the, totar.~un:re:coverea: ,. ';':"" 

investoent in~app'roved' ·.pro-jeets,.: ·.,net ~'or .eumu'la~tive .. tax·~'b-erief-n.s and: :., 
net income:, :~fr:'Om product, .or-project p-r"op-ertiessold to· ;,third~"pa:rtieS:, " 
at Edison's, most.reeently-a:pp-roved .rat.e-'·o-rret;uro pl'U's:'~aSsoc1'a:te'cr~' '. :,.~: 
ineo:le,. taxes as authorized by: the'Commi'ssion~' For ·.fu·ncf.s ,pro-viae<! by; ./."-. 

third parties .th-e cost of :£\mas is. the actual 'cos:t:~buti"ri:oti '·to·e:X'~ :::' 

Edison's t'lOS.t< '.recent·ly approved :r-a'te .. otretlirn:,: plus: aSSocZat:ed .:;.~ ,: '~ .. ' ~ :.:' 
incom~::.taxes.· . , .. '" '. -.. ,. "',-: .~; . ',~' _<, :<'" ::c.~ .:: :,.;':.:'< 

... _ ': , J"he-.rel-ationsh-i]'· ".oetw.eeD:SDG&E ,andNARCO ",is.$imi~a:~~:·,·;,,;~: ~.:: :~:) • 
EEDA P"'oje--c.o .. ".' " .- .... , " .. ... ... "". . ",' ' .... , , . • _ \P "-..... '. ~ __ :.'. .....' _', .. , . . _'. '" .., ".. ~. . ,. _ . .," ..' .. "'" .. -'" ~. '" . , " e' 

.'" .. ,~~Edi.son,· through 'Mono,~ .bas .been the more active': io;o;fts:,:u.s:e: .. , .:," .. : 
oft~ '.EED-A: ,mechanism. _ .The fo-llo'Wing,SUIll!llar±zesMono"::s' tota,~>: :-:<7' ... ~ 

investment in all approved projects and the sources .or.":~.tlds-':to.·,,:.,':: ',~:' 

fitlatlce ·:the- :in.vestmen,:ts,., as" ofSeptembe~: "30'~' 1.9:82.':' .. : ; ..... : 

ProS~et.':inve·st.m~n"t'>' ... ,.,'. ',: '~,:.: ··($>¥.i~lli~on~)·:;:::; ' ... :~.:,:-: 
'¥... .,... , ..... . ,.' ....... ..,. 

Gro'ss Ynv'e$'tment . _.,."" '$"'78'.'8""""':" ":, :'::~ ... ~. :, ',c', '.' 
• , ... : - • ".. I .". ~.. .. .' .,~ '... ' ,:::~ ", ... ,' ~ ~,~.::.. .,.' ... ':' :. + ~ .... "',' 'j- _~:: .. , Les~s': 1.nve·st.ment·recoverea· tbrOUgh';:' .,. -.. ,. ',,:, " .. " 

.: ~~ ~the:: EEDAproeedure: ~~,':~ ~:.:::: :':~: .~ _ : .. 6o-~.3 .. -:'~ _:~ .•.. : ., .. ,-::.~' "': .::,,:::-: :.:', .. '~ 
: . Less,: ,profit: 'on.: sales: ~: ,:~. ., :": ~,- -.: :. " -; .. , '-: ,~::: .:' •. :," ':J:-::: .~ ~ ~ .:".': '::, 

to third par;t1es .. ~ ... P ." :',' ':":'':- 2.2 .. , ...... " : ''':'': ' ... ::'":';)'< 

, '" ,~~l!!.ain.1.ng. ,I,nve:s~~ent. ", , ", .' "~~ , 5 .• 3:. : ~:.' ::,.," :': ~ . " 
0;. ",. , ..... \ .,f, ~ ... , f '-' .... .. ~~ ,., ' • .,I... " ......... ,'. ". " ' •• _ ' .. _ t .. ~ .......... _.I ,.' '" '"\'" ........ 

Sources of~ Inv~s ted~ 'Funds-: '_. :',:: 

Aceumula tea: :'!ax.: :Benefits·; .. --:;::: ...... , :.: .:$< 61'~ O~ :; -::. :. c. Z::i :-: .~:::~.:; ::: .:. '/ ::. ~ 

.' ~ . Out'S:1de::i>rO'je:ct: F.i:naneing..···· '": 'J. " .:. :: :'16::"'5~ :'; .,': (::: '}:':':: .:,,~ ..:. ~: .~? ~ 

Advances from Edison 38.7 
Total 
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• • The,.., are t ou r ; a a a1 10i oaal pro j ee is : tor wlli en ,Ea! ';on: lias ' sou gh tEED A 

• 

• 

. ., , 

recovery. The ~'total. expenc1itures fortbese four ,.projects thr-ougb t.b.e" 
end of 1981 amounted to $4.48 million. 

I' ¥ I~' 

Mono's long-range goals have been relatively:'linCh'a:rigea;' 
since the 1nception.or::'EEDA~ However"', tb.e"impiement1ng'O~jective and 

" . " , 

the relative emphasis·givencertaio of Mono's 'activities have been 
mod.ified. in reponse to changing:' in ternalac.c!exter:-nar factors, su ch 

as (1) competing fuel ,economics, (2) governmental ,energy "objectives, 
'. '" I ..' ..... 

associated st.at.utes, and. implement1ng.regulat10ns;,:C3') changing ruel 
require::lents, and. (4) emphasis onal:ternate and. renewable energy 

.. ",' ..... , 
resources. Mono f s stated.' current goals a're as follows: , A.... .. . ': ' •. " . 

1. To proviae ECison a reli'ab1e, long-term and. 
cost-erfective energy resource alternative to. 
tradi tional sources of supply e' -

2. To secure an energy resource~eser;ve "Positi'on 
t.o hedge against \locerta1nties in future fuel 
availability and. cost. '. 

1'0 exPand uncrer-standlng "of' prevailing mark~t 
cond,i t10ns thr-ou gn act1 ve par-ti'ci pa t'10zl. 

Mono's associated icplementing obje"ctives are'as roifows:' 
1 • Oil 

a. 

b. 

c. 

e. 

and Gas, Tar Sand, and Geothermal~' 
Selective pa'rticiPation1n gas. 
developmen,t wells "in,. ,the :Sou th.wes:t . 
Rangely and Southeast Flank ,Uintah "Basin 
located in Utah and: ColoradO. 
Participat.ion' in exploratory c1r'1l1i.Tlg 'to 
acquire domeStic oil, ana gas reserves, ,anc1, 
calls on reserves. 
Continued. explora tory eff~r-ts to inc,r-ease . 
Mono' sgeothertlal' resource'posi'tion'.' '" '. 
Developce'nt"or' Mono"s' 'geothermal' " '. 
r"esources as, ,warra1lted.· by: market. " , 
cond.;,.tions. _. ,"., ~ -' .... r ... . . ~ 
Evaluation or the tar sand., pot.ent~,al ,of", 
Mono ""s propert';t'es in Utah. ford'evel'opme%it" 
as an- alte~c.a ti've, to. conventional, :fuels ::..; ;: ' .. 
for Edison's existing oi1- and gas-rired 
generation • 

" 

6' - -

/' 
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.,. ... Satisfaction of_federal reQuirements-to~ _ 
convert 'Mono's oil and gas'leases"to" 
,combinee' hydrogen:'leases'~ to:'i'nclude,'tar ,"., 

"".-
sand. " ,', ' _ _,' ",'" '.' '." 

_ .,;I... "', ,,~, u • .' " •• _,' .., •• ,..... .~ •• .' .~, ,,,J 

2. ,lJraniuc, 

3. Coal 

a. Combine budgetary limi tatiol,s"on",. " 
exploration for-'uranium andcioncentrate 
exploration "1n those 'areas' of ·the ,~t]n'i·ted' 
States .,which have a .,potential, for low-" ," 
cos t deposi ts: . , " -, " . " 

b. 'Pu~sue Fa~m:OutAgreem~rit~ a~dtb1rd 
partypar-t.icipation. ' .' . 

c. Und.ertake development ~',of low-cost 
depositstosatisf'yaportionof',the" 
reQuirem~nts of Edison's riuc1ear' 
program..,·". 

a. Continue to evaluate,p~ospects for- , 
d'evelopment . and/o'~' 'di'spos:r:tionofthe ~: " 

o. 
Ka11'arowi t's . re~erve~ . . ." 

Minimize ,ho,l.ding _ costs penc1ing .marke,t. ", 
r:~~~:luti on'." ", ".:~ .. :" ~ ':: ,_ "; "~, -, .. :: '~ .: .. -: ~ :; 

"r "'" , ..... ,". .-
."' .. "" ," , , 

.... .,. '\-

' .. ," (., .. .., ...... , .... 

Eeison claims bene!'·icial results, f'rom .1. ts act.:i. vi ti~s. in, regard to·, '"'' ,'_' 
• I ,\ '_ ' ...... ,~-, ' •.• _ •• ~ ...... ,' , •• ,' .., ••••• _. .... .. ' ..,." ... • '.' ,,' ",' ,. ........." --,' " 

each of' these resources _, , .. .. ,.. ,',' ' ,.', ,. " 
With respect to ,gas, ...Edison..contends that, ,.its demand. for 

..... _ ..... 'J.". . ................ " • i " • , .... .... '" .-... 

gas will not be met :,by -the :e.!f'orts .of:i t$ tra(rit:iona'~ suppliers-
Thus, Edison a~gues that to 'the: _ext;e~tMono':s EsDA ~er'forts proviee 

. '.. .. . ~ - . ' ......,' ... . ,. 

any supplemental ,.supplies of' gas to the southern Ca11·fornia market, 
.... 0- , " •• _ •• ~, _. • ,.. _. • " • , ..... , _".. ., ". ... .r 

additional supplies of energy ~will"have· ,eeerf provi,<red: that would not 
....... " 

be otherwise available to California." 
Edison' Characteriz'es~M~~:O:';s gas .acqu1'sition' eft-ort as a 

.' .. ," • ,. , ..... , ',. " •• •• '_T ~ " ' •• _. " 

long-term program, involving de.velopme.n't:,ov~er ,20: y'e,a~s o,r.:: more. 
Edison warns that the Comm1ssiOD.s.hould: not 'O:e ',lu'l,le<f by the present 

- . "," , 

gas surplus into believing that the long-te':rm gas' 'su;iply picture has 
cbanged so subst,an.t'i'allY ,as,to,'!'l~ga·te"'tn~::.oene.f:t'ts: .io: Cat1fornia 

~. ".. ... , " .~. '.. '... "n. • , h' ..... -. 

electriC customers-that': :w11'l accrue fr"Om: Mono::t·s:· program .. 
_ . . ~ ~ . '" ... " ,". 7~,'~'~ -~j : ,". ;.. ::~ 1 .' I,,", ~ ."~ -:,' ~~ • ': :~:~ ".:.'.: 

.' 

• 



•• " '" \, " I' 

OIl 82-07-01 ALJ/vdl 
... ~, of " I ',' ,,", 

Specifieallyp Mono 1:5 develo~1ng' ga~ resourees-, 1~' ~h~RO~~~"'-: 
Montain a-rea; 'in Ut~h~nd '~o~ori~; •.. Ed.~S'~~· ,~'~t~m~~~'~~ M;~~:,' s:;'¥ha;~' .O.~ ~;:::-.,: 
develop~d ~n-d: und-e'vel'oped

v 

gas' reserves 'as' abo,ut~ '8~0' ,b11:i1oc. 'euvb1~:' £e;;t-·~"·· 
(equi~aient t~ ab:6ut ,'4' m1l1;:~n" ba'~~~~l; 'Of' fuel 'oii",,'~th·.eai~i;'-on:-" , , 
the gas produetion or" others, ai:o~~nti~g t~o 'an- ad(11,t1oD,ai50~ b11ii~n .,._

euoie feet or gas.' Ed~'3~~ cl~j,-m$" th~t ~hiS' ~as 'C~~" :~e~:~,~;~;~iO.p,~d _an~:, ._, 
delivered. to Edison at a cost oelow the price" Edison currently pays, .. ' 
for gas 'f~rn'1shed by Edison's California SUPPliers', ';i~h.' th~ " -' , " 

, ~ :- ". '. ": • ' '" ,.. " ~".-~ , .~~ '. ~... ~ ~I :........ ' •. ~ ,J '_'" ": ~( _:. ;.,. --: ':.. • • '. " ".' 

cooperation and support of California regulatory agencies in 
arranging transport~·tion-." ,':,-:' : ',- - , .• ,._., ,',)', ~"","~~ '~::.'_"I" 

, E~e~- if Mon~'$ ,. g~S' reserves'· ~~~ not, us~~~' b~:~' kdi;~~' , 
d1re~t.iy: "E'd1~on mainta1~s" that th~ gas' ca~. still. be_, pr~'~'c,ed' and "':, " -;~ 

: .. ' .. ~ , ' . t _ ,c ., _ .' ., " c"'._ • ~'. _, ~ , _ <,I 'r' .... ,.... ',' __ .,. ' •• 

sold at a profit. Edison calculates the presen:t worth, benefit," rrom.~ .. 
". .~ \ -" _II, _ •• ...., ~I • . .' '.' • • 

third party sales ot Mono ~ s share of th~ Rocky Mountain" projects,_ i~, 
in the range ~!' $-49 t~ $97 million _,' ", ", ' ",,:: ';, '.: ~, ' 

With regard. to tar ~an~, approximately i6~OOO ,net",acres of " 
.the le~ses that 'Mono aequir~d'i%l Utah ror gas expio~ati~n' p~rp~~~~,,:~,,';':; 

overlie tar sand accumulations. Edison claims that,Mono,~s.lease$ may 
support dev~lopmentof the eqUiV~lent'or 30;000 ~ar;eis',of_~;~de oil,,,~ , 

-or- ... ~ ,': .• ,' r""'N"~ " ',. , •• _~ •• ",,".'., """ ')' •• ;.- .......... A."" _, #_ •• ...,. .. -.- ...... ...- .... 

• 

per day for at least ,20 year;s, ~at a cost ,below tOday!s,.price o!crude " , 
oil. Ed;son 'c~ntendS ~liat~ 'cont1nge~t o~ ,th~' I'"~;ult;.~·~f._,M;~O';·-~ ,-, 

• .. .• '.' ... .' , , .•. _. I • ,,_ • .,.' .. _' ... ~... ,., '-, ,_.~ '" 

ongOing eore drilling program, evaluation of variousproeessing" .' 
methods, ~~dr~tu~e tren'os '::tn fuel 011 and gas'pr1¢~~,: ,M~~o "~ay'~-; 

~, . '..~ ~".. - >.~, • '-., .. -. • • ,_ .~. •• .•• '''' .'~". <_.... .....,. . .. ' ~ ... ~ '" , .... ~, ...... " ',_ ~.~ c .... '-.', ,~ r~' 

control an important resource in the" tar; sand ,area •. ,.If "production ."ot. _ ~ 
-, ' •• • '" " •• ,. • r .' ..' ~...' .,"." ""I 10...' ~. "; , ~ _ ..,.' _~ - ~ .'" , ... ~ __ ' ." - ..... ' >.I -

the tar sand is determined to~'be warranted, associated benefits could._ ... 
begin to be ~ealiz~d ,'b~ 'the late', 980$., " - - ,,' ~, .'., '. - :.; -, ~,' . ~ .. ~ -' 

With reg~ro :t6 'ge~the-::mal" -Mono hOld;'a~~25~"i~~~;est,~~~"~', 
about 33,000 'ac;esin ;h~ Salto~ ~Sea area,_ :,Edi~on'st:at'~; c_~hat :th~: v~:, ,:''-

.-~ • '" ~ .... -: ,.,-~ : " . ',.- ..... "" .,.'.' ...... : ••••• ", •• ,.' "-,' • - ~.' • ", j .,.,! 

Salton Sea field has the estimated potential to produce 3,~00_,. 
mega~'a~t~ . (MW), 'Of 'e.lectr~e p~we;, ro~ ~30' yea~~:" ~":~' ~ ... , ,:": .. "-' "',' 

.. ' - .. .'~. . .,. \, "" .. ,1....... .. ' , ' ...... " .... ' •. ,> .~ .... 

A research program 'ha3~een ,on-going,to~s,ol~e. p'~oblems_ , , ,,' 
,., ........... _,.~:: .. :~.: ~"""":,' .' ... .',' ,"., ..... -~'-., ... ' . ., .. ,,"~ ............... ;""" ... , .. 

resulting from higb salinity: ,and di,s,solved ,sol,1-d", in. ,.the hot.,liqui<1 ' ' " • 
.. :' ~ '~ .... , ........... "~~ .... ~~ •••• ,'~ .... ~.),~ •• -., •• ~ .. ~<~ .. , ... ,_ ....... , .... 

- ~ -
- 8 -
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brine. Edison claims that this effort is on the verge of •• 
,.: ," 4' ". ' ...... : ... ~ :. - .~, • ~ ": _ .~: • ~.'" :.- , "'..... ,. ',,: ,10 .. " "::'...:. .. ," ';., ':.,'~ ', .. 

demon-s"tratfIlg that these technical difficulties can be ,overcome. 
" ,--"\, 1",'''':"' ~ ... \""",,.. .... !- ':, '. .. ""~' .... ,~' ," :.~.~::. j '~" .. :' :',1'" ;", .. -:~', :;.,"" ;".~"'; ,'.: ',.. ~ ,;: .~.I-I~r:' "' •• , 

Edis'on 'states thai further refinements to the technology are being, ' 
investiga:~~'Q ir! ,~~~ e'tfo!'t'. 't~' ma~~ .h'o;~s,: '~~,mp'~titi'~~~~~~'::~~~~ 'll.~e:,' ~'('", 
oil ari:dga'sfue1.s' in exist'filg gene';atio'n.'·· "<,' ' •• , ~., _. ,'" ' .. '.,- ~ • 

, G-eotbe'rmal d'~ve'l6pme:n:-t 'i~' ~~- -Signir:i~a~:t:e'i~m~~'t:~i:; E~is~:~~'s, " 
" .-< ,,' • ,... _' .... :: ': ,:' .:' __ ~ ~, :" : "', .,. ".:' " ". '".',' • .; ,... • ',: :~: 7; .:: .... ',' r.,. ')'~,;~ r.,' 

prog'ram 'for' ex;>anding' its generation mix to include renewa,l:>-le and, " _ ' 
., • ....' .' ·<'t ',' ". _, ',"'. ' ,... .," " ... " •• "_ , ,. ". ". ~. .." " , • b • '< .... , , ' t '.... 

al tern'a'ti ve" ~~soti~ces:.' "E~ison in'etudes - in 'thEt p:'og-ram' if&'- MW" o:r" , . , .. ' . 
...... • ".' , ".", T U • • ,~,.', '" "'. ~ • >' '",., . ,~, \ .. ",. >'. C't ' ..... ""~.,, --: "'-:,:". 

geothermal generation' to" be fil ope'ratfon"oy"'J'9,9'2'~' with MO~O·'s'~'.", ",,~ 
" > .' ••• " ~., ... ,~ • • ._ •••• ' ' ___ :'t, .. '~ '.' .",",:f.' '.~ ';': .. , .: ~¥. ''') ,~"''''~,!" '~:.' ''''':; .....;~: .~. ,..... ' ... _,~ '.' _ '" " .' 

reserves expect-e'er 'to contribute to satisfying this goal . 
.... r- "" ,,.., ~',,'" .> ..... " _ ,·1 '~''''''''''''' ", ": .:. 

Edison contends that Mono's participation" i'n "geotherm'ai'" 
exploration and" (reveloprr.'e'nt·~ i; h'elP1ng'" t6 '6o~m~r:eiaiiie' th"~" ~:~source 

- ", ,", .." •• , " ", " ".' .. ' ~', " _ ~ ,,' " '." ... ,,' ~>' ""1 .'~ ,- ;" 1"" .• ,~~: ~.:: :.. 'It.' ~ ,~. "',.-I~:' .-.... ~.~ 

at an earlier'date than otherwise ·...:ould be' possible'~· Further p E<!ison. 
• .'~ .. \' , ..... ', '¥' ."' ••.. • , •. ," " _', ',' .,' ... '.- '. - .• " ~ .': "n ~'-+" "",~.~~ '.-, ,:' /~ .. : ... :. :':. 

asserti that Mono's'o...:bership int~rest-in-the-r~~ci~~6e wil1-r~s~lt in 
"- ..• ~ ',-". ..,," .... ,.. '....... ,'r.· .. , ..... F\ '/ .... ,... ;'I .. :,' (~':t • '! -~ ..... ""'" '~o,"/.-" ...... 

the eost"of-as'sociatec!"'electric generation being-lower than'if'ail of-" 
the geothermal fluid were sold by tradiii6~ai ~n~rg~ subp'i'ie;;': ,.:.'C - ... ~, 

::~:~:; sta testha t t~e~e l><ioe?i~;' e;~ ld 
0 ~egi; t~' ~e c;~Fi~~t 1:: c. ~~~~ . ' •• 

'J '. . , .. , ~ r -., .... , ... ~ •• , .... ",; _~ •.• :". '., ' .. :, "- .':: .• : ";: '+: :- ... _. -:. r~ '"'~: • 
. ' With regard-to uranium, EOison states that its Bear Creek 

., _ ro,,' ..... ~ ".,.,.A ~.. .M,:-,'... ... ... ~, ."~ ) -, . 1 ,". ," .,.... ~: ........ ;;": .... :. ~ t', ...... ""J ~ ::.,..~:::,.~:.,; 

projec~ was available to be developed in the'mid-1970s p 'at a time . 
",' • ~ r ~,,' ~ ..... ~ • ~"'\~ .. ': \, ......... " ': :l .. ~\:~f: : " .,. "'" 

when'Edison was unable to obtain any reasonable 'offers for sup~ly , 
," '" .' '..., .,. " '. , .,'" ,- ,. ,"., " ' ..... -. ,'" "" ." .," : . .': . ~ ..... ':. :- :.: :~: ~ :"': ') -'.~, -: ~: ':: 

needed at'San-Onofre:"Edison claims that Mono's ownership interest 
" -. • ", • .",.,.". _"", ,.. "h .', • T •••• ~"', ",",'''' .' •• , "'~ ...... - ~, : ....... ~: '.: "",:,.:,. -:1 ",' '.~ : -:. " ";'~ 

in Bear Creek has saved the ratepayers'over"$30 mil11onthrough ' 
. ,_ ," _. ,~'. _ .. t'. . .... ,"_" ~ ......... ~ ,...., ,"" ,'" .";:~,.u '" "~". ,: ..... : ..... : .. ,:'~.' 

1981. Edison'estimates th~tit will reqciire"14 'million addiiiona~ 
... "" ,. . ., .. " ~:" . ~ t'~ •• ' ~ '~r, .... ": :~. ::', .~:"". ,c:... ~_. :~.: ~~~ .. :.~. .... ,.:,: c'.: :: . .' :-:. '; ~~ 

pounds of uran:f:umtbrougb tbeyear 2000 that are not curren'tly unoer 
,. ... • ' ,~. , > .', .,.. .. ,. •• ~. I" ~) : ':. • _~: " •• " ~) = :.. ') ,::,'~ :: .~' ;:,:~ ~. ~ .:~ :' . ,~ 

contrac~ in order to provide its' sha~e of ~t'uel "t.or, -' S~,~ _ 0po~r:.e ~n~; , .' ' .. ;; 
Palo Verde. Edison asserts that Mono"s ownership "ot' "reserves - ~ 

... - \ .. ,-' . ..... '.~: - . -. ...~ :" .. < .: .:~: ~.~ . ~: .:. ',') .'. .::;, :- ..... ~ ..... .,: ,""'''.: .~".-:;. ~~,'" 

discovered' -through participation·::tn the Rocky Mountain Enersy " 
." ,~ .', ' ,.... ." '.. ': ~~ ,:.-..,." ~ .:, .. ' , '.:.~ ~·,,'I"", ": ." '1 ... - '" '.' , .... ".. •• ;' ~,;::,,: .. " 

Company /Mono 'ur'anium exploration program' are available for . "', 
,:.' ,'. 1 . ' .. ~ ... : ..... :- • "'-'. ,:- , ", :"." ': ',: -,.-'~ : ~;~ ::..": .'~ c' ": .: '..' .:,'., : :', ':." ,,~ , • "~ 

development "to meet~"portion of ~his ~e~dire~ent beginning as early 
. ~ - •. ; ,'. T'. ". .... ",' '~,".,' '~. .....J .~ r', : .. ; l,,~ ..> ~ ow ... ~' ' • .' *t' ~'~. ~. '.~ ~:. 

as 1986. Edison claims that the cost 'of developinguran::{um r~om at .. 
least two of tbe prop~rties in \lbich'M'6no'h:aiin:'6~n~:;;lif;r'~osition 

~, ~ .' ., ...... . _ ~ _, '. . :.... ...'" " • " ,'~ , .. ~ ~ .' l~..... ,..; "'\ > , ...... ' ..... C-!"".of'J;. ,.,... ,'"u > .:. - '~;:~ "". _ 
would "be 'sign'fticantly below -pri.ce·s' '·projec·ted'" "for "su'pp'ly;' urlcre-"i .:. ... _- - .. -, . 

• 
- 9 -
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_ ..... : -. " .'. .,,:.; .,,::. .,,' -," :~, , .... :,' :.. :.: ':' ,'~ ~: .... :":. ,: '~;, ..... -:.,: ',j 't' '._ .: .. :: .,~ ::-.:. :": ',: ': _~ ... ', ... :::;', 

conventional contracts iD"the' 'time frame , .n.e~.ded,bY"Edi~.on ... ~ ,_ Ediso.n ~ 

• 

• 

• ' ..... '........... • .... , ... ~ ..... ·oJ __ ! ~ ._ •• ,._ .~.. _ ~J_ • ..II,_, k'"" .. " 

estimates. th~ p:"esen.t value.benefi,t ~t,O;.Edison' s cus:tomer:s.~om the .... 
\, .~ ' ... \, . ~ 'c" ... ,. ,'.. '.... .' >wi ' .. ___ ...... • .. 

devel.opment andpr,od,uction .o( .:thes.e ,pr.oper.ties, as ex.c~ed~ng .$ZO." ." , •• '_ 
mi11io~"£n "98i d.~li~r; ... '", ~. ~" . . '- .. , ~. - - ..... 'J_ ," 

,'~. ._~ r,' ~~.... " •• ,_.... • ',I ~ .•• \ , ',~ :: ,,~ .••.• '; • ,-= ,~: ~ _~' .-; : . .:. '; ~~ c:::'.:: ": ''';~ ~~ ,::::, .~ ,,' ," ': 
.. ,.Ed.i .. $o,n, ,war:cs, tha,t,. the. Coz::missionsbo.uld .. %"ecogniz~, that. "'. " 

• ~ ... ~" .,' .. ;_, ' ... ~ ~" ..... , ~ ... "', •• " .. "." '"0'" 'r •••• ' ....... ~;.",..r' ...... , ..... , _:.I'.J'" "~,, .. .o.,~,.,~ ,', 

today' 3 uranium marketl)lace is. no more certain as to pric,e, t,han ,wa:s. . ",' 
• ~ ~. ..... 'H ~ - -........ •• .... ~' --' ~ 

tbe market in t~ 1970s, when there was .we1,1-:founded. concer.n. that 
~'_ " • ~.. ,,' -:. _ .... ~:. •• , :." ,'., -" _ .~c ", _, . ' • : ... . ' ~ •• , ' '" \. ~ .<" ...... , ".: ~ •. ,; ', ...... - .... ; 

aaequa te supplies of uranium would not. be. a,vailable in,,a timely", 
• ~"..,.. _. "" . ~ .... '" '" • ..~ ,~"..i.".,. 

manner. Edison predicts the" current depressed uranium .. sp,o:t, ,market 
. .. . " .... '" "'" ',..' ---". 

will soon reverse, with ri5fng p'rlces expected later "'~:n'-ihe-decade, 
wi th ~he' po(e.nt-ial: 'for, 1nCr'ea3ed' ,dep~~c1'ence upon imported :u~~n1um if 

, ,I... ", '.' . ' .. ,_~,'. ' .' ~'," ¥,,'~ .. 

the domestic uranium ,industry does not expand. 
With'regard to>c'oai, 'Mo'noh~~' 'an undivided 1/3 interest in 

redera1 and state coal leases',~ consistilig, of 47, 768'ac:t".es:or': 
approximately: i~~ squ_a~.e:~ miJ:e:s" in:' "tb:e" Kaiparowits. coal riei"cf"~1n south
central Utab-'" Although :Edison' a::dmi:ts many uncerta1ntl'e.s::surround the 

. .. " 

development potential of th_e Kaiparowits area, it points. out that tbe 

Kaiparowits region represents the largest single undeveloped coal 
resource: 'in t!le': contine'n'tal' US -an"diS' geogra'pb'ic~fiy': 'ci~~e~~~ to-'::'" 
Calj;t-orn'1a~' than; any~ o'ther' m3.'jor'~o'al' ~resource:." ,: ih;~; 'c~a1:-;i t";elr1's:' .. 
good 'quality," 'low in' 'both' ash anc1'su1rU~content-,'andha:~: bee;' ".," ~." ~ 
succes3fullY' test-'ed:' a:s~ -a feedsio-cle '~or:the- Texac~: Coa1. "Ga$1:t-!'cat'i~rl " .' 

,& ~. ." .~ .. .' ~ _ _ .. I, ..... ~. ,- ", " ... , ,.... ". • ~ ,,' r~" , ....... I"" r~ _ .'~ ("., r.. .... v.", ,.. .• 

Process'.' - Mono' and" 'its partnerscont-rol'600 m1'J:l'ion' t'ons:- "o'r 'tbi's' . 
resource,- e'qu1 valent' in bea't~· content- t:o more' tha;-n :2': b:illi-~n~ 'bai--r-els' ~,: ... ~ 
or oii.· ." .,,'.' ~" .--:,. -:: '.".-' , .. :::- .. ,,' ,~,;A,~:" :::::, ',:::,,:,';' ,~"'.,::, ..," 

Ect'ison s'tates; th;at' devel:opmeIl~:~'f Xaip;a:ro~£'t's~'ha:s; b~eri':::' ',.,' 

hind;~'re'd.· by stringent fed-era1.' 'reguiai:roos:' but'tba t~,:a:~ :-r"eee'ntrO~yea~; -; ': -
extension of .federal government "diligent development require:m~n:t:;~ 
enbance's the: :potential' ror~ Mono;s- d'ev~iopinent'an~-ior =<:ri;po:sition of 

.. "..... • ". ", • , " (' , . • .... ~', ~- ,I' ' •. , ," ,'., ~-~ .'~ ,- .. " .... " ... ~ ,'- .". ~ ',~ "::' -: ," f'6'o ' ........... , ~ 

this re'source 'in' 'the' .future.' M'ono's' i'Ilvestment' :t'n Kaiparow1'ts .... 'is" 
.... • ~ ,,', , .... , " ,.., en' '" .... '," ,,~~ , ,..,' ", '" ,-", ,.~:. ("' ..... _ ~ .. : ."~ _ "'..... # ... - , ... ~'. .... 

currently' ~ing writ't'en- off"' th'rou'gh-the' Fuel Serv1c'e' Ch"ar'ge-and~'no' ,'. 

development expenditures are planned at this time. Mono can retain . 

- 10 -
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its owne~ship inte~est in this ~esou~ee by payment of lease ~entals 
and mirl'imar aQm'in:ts:t:-:ra't:ive':eo's-ts~:: --:': . .,,-- .". '. :-: .. : ;:,: .. ~~::, ::;.~,').,~'.';;.,'.,:;): 

~~.~ ,.~,~ ..... '" , ..... ( ...... , ..... -""1. ,1'"'0 . '/I _, ...... , •• ~' ........ ·,·· .... ,.~ ... '''I .... ,"',~. ''''''~'" .. < >", ... ~\, .. "-o.I, ''''_M\o'~'' .. '. "··'''~1· .. 

- -" --"Edison" e'ontend's ''tha't' '"Mon'ob'a's 'be'en' abl'e "to'obt"a1'n, warid" ~ ., , ... '., .. 
.. . "'0 • -', ," ............ \ --, ", ....... ,. _ .......... _ ,..,r'\'.·~ ''\.-'''''1 -, "\ " ....... , ... ( ......... , ... ', .... _,:,~ .......... f,' "' ...... - '~',' ... '''I .. . 

~etain t1l'i's're's'ou~e'e at' an 'a·dva'n·ta'geous·'pr'l'ce; 'w:ttb" 'th'e 'po'ss':U>:t'l'i't'y- -' 
.-, ". "' ,.. , .. 1.-- ...... ::, ,"',.. ..,.~ .... ,", T' " ~. " '* 

tha t other benefits will 'be realized if Kaiparow1 ts- "c-o-at' -{s '. ,- , '. _ .. , - ... 0 

.... ~ .. ' _. ", .......... " i''''' .. ,.... ,-, ," ... -. -.,," ' .. ,:, ... :. "., ..... ",'-" ........ -'!- ..... "~ ...... " .. ""O";f ··, ..... 7 
eventually uS'e'C:"a's'powe~plant "fuel" or' -as a f'e'ecst'ock''''for "'c-onversion 
into~ :m-ed!um-Biii ~iai.':: ... ' .": ,: .': ~ .,:: :'~: ,,: ~::: "::- :':;~: ~::~', ;.:- .... ;-: :::..:':::. ::;--::.: ,,;;: -.: .. ,::::';' 

.... ,- ... ,; .. ~ ......... , ...... ", .... .... .". "r ... ' .-... ". _ ~ • '_~ ".. • , f-.l .", ....," ,,," ,-.. '", ," ~ ; , ..... -:,~ ~ .. ,"'I ': ...... '. .... -'":, "~ f'I'" t " "J ,"" .... 

' .... , Edis'on'c!a'lms-'-tha't- 'Xono"'"s -approximate' "r'esouree posft!on:~' a's'~ 
• ". ". .• ." ...' .. •• ..' .. ... ., ..... -, .... • "', _, ; _. r_ ~. .• . '. ~ _ ~ •• , ., .. , "~I .. ' ..... , ~ -

of January",-; 1982, i's·'a's·"follows:'" " ,~~" ~ '0' -- ,~.,~.'"",,, .• '" '.'~ •..• "' .. , 

", ~.' --. .-
Res'ou~ce' -

Oil 
Gas 

Cieothe:-maJ: : .. , 
Coal." 

.': Ur-anium 

< ~ , /' ~ . ,_. ,L ....... ~, • ~ • .-;:" 

" ... Ouan't'i ty' . ,- , "- " "" -" 
: .. :- : ':~ ~:.:.~ 1,.-

" .", .......... .,.- '. . """ ' ..... , 
.' .~ ••• - ,~ .... ' ' ,# -. ,. 

,20,,000, .Bbls. (Proven and, I nd,i ea,t.e d) " . _., 
-SO ;000 MMe'!, (Devel"ope"d' an-cr 'Unc:eve lope d . '_._" 

. ,: :.:.Owner.sh1p,,)~.:.. '::, .. ..; :.~::~ .::.:: ':' :: ." 
50,0,0,0 XMC.f (De,yeloped, and, U~de.veloped 

, Ca1J.s')"· .' ~ .. " 
425_ MW_ -ror, 30. years ., ,., ::,<: ,:- ,:~ :~.:":~. ,~.:' .-y:-": 
325,.00.0,,000. tons; (Measur,ed; ..and ... , ~ 0 .... "".~ _, • .. ," /, .. .. .. -'" .... Ind1catecr); ~.--'".'" .. ,-. " ." .' ~ 
38,-000',000 L'bs:. .. : :(Measured·,.~ Illd'i:ea.ted~,,:.';:"~' ':;' 

•• 

.• "Total 
.. ," .. (' '_".' " '. " ." an.d Inf.erre.d) "' .. _",' .... ' '. '0 • 

2.55' 'b'illion BEl·s.· oiJ:·e·qu!vale'n·t- .... · -" ,.', . 
'". "~' .~! ,. -." 'V 

Basec upo,~. E.dison: s, projeeteddevelopment:of.· .those .pr.ojec.t,s;ft;;)r. .. whi,ch,.~ 
'. _ .~ ~ ","" __. _ ~.: .. •••• ".. < • ....,.,~ H • ' ~ '. ., .~ ",. ..... .... '_., '"" .,."... ................ _ , 

it considers., quanti fica ti~n.possi.ble,., .Edi,s~ll,., est1ma t,es .. t,he.,aggre,ga..te., _ 
; ,.~ .~.~. ~.... - ......... • -> .~' ......... ," - •• 0. '~.. ~ ... , ~> ,,_ • ..... •. d l ' .... II ..... " . -.I ............... ,0 .... ' 

net cash ben,efi.ts a:vaila.bl.e .... to .Edison 's.elect~ic.cus:tomers ,th~ough "."' ",., 
_ .. " ..... ' _ ,.... '. ~.I.. . ..... _",",J .... _~ •• ' "~"..,J '" ~ .......... '0_ .. ~ .. "" .... A.._.' ... ,'" .... ,.' ,_,.~ 

the ,~,.Pe~a.tion of the... ~uel. serviee,ehar:ge ,asnea~ly' .. $J,O.O_.mil,lio,n. .. o.ye,:t: .. '. 
the n"ext.' ,0' ~yea~s",_ '~r_ ~-bou::' .$30' m£lii~·n~'d~i'seo.~~,ted~,t'o~J 9'8~2_.~:, O~~~: ,th~:.; 

•• ' • • .• ~,' , ". ....... - ...... ' "....., ... '4 '''; "'~' ., '.. .,' ., "..... ...... I ......... ' .... + .. 0/' ...... ' ... ~ v ...... 

remaining li,f_e. of the projec,ts.J ,Edison .. ca,lc1.llates t.h.e. d,i,se.o,u~ted."", " ... ''''~ 
.' - '.. '." .,. .• .. -'" -, .. .. ...... '''' , .. '" .• - '. ~.' .. •• ..... ~.., ", .", .• , - -' -rI .,.I 1"......;. ...... ~ ..• .; ; 

present value as about $64 million. These calculations exclude ther ~ .J.. __ ... ..... 

effects, of_ eha~ges. p.r:io,r to ,).982.., ,and, are" necessarily, bas.ed ,Oll mallY 
, .. - ._.;, .,- • - 'c.. ,', , '.' _ " , ..... < _ ...... ~ :, '''.'' ._ . ".:.. ~;:,.:. 

assump.ti~n.s ~egar:dins.. future, prO(1uction, .and .. ,p~ices.,:. a,n.d ,a,~e,d.e~i,~~~ .. , ' . 
..... , ' ... ... _ .. ' ',. .' '" . , ... ~ ':-., .". . . -' .. .....' I.:.' .... ·' ,< '... \~.... ""~ - .... - .• ,,' ........ 

as ~o~l~w$·n_,.. ..,.: ,~.;::: , .. '. ,;::" :',- ::." .. :;,-;. ":~,,,;~,-: ':0 .'~C"~:::;-::<:'::' 
-. ' .. _ l'he. Mono .witnesses j)r~s,e,llted" p'~oj,ec.tions. Of .. ;a,e,t.i v;i:ty ,!.o'/'_, ... , 

the ~~r£o·~·s ,~E:oA~appr,9ved p.ro.je.c~~' .... ~i,h~'y '~la,sSirie(( ,a;,. pr,~~d~~~Ct~pg~" ~::~. ~ 
""' •• ............ ..J', ......... ', •••. 1 •• , •• '_"'''",.,,~ '.' _ ., ••••• ~~ ... ~, OJ __ ~ .......... .- ~ .... ,J....,; .... ~ ....... ............ , ... 

proje.e.ts. ~thos,e~ p,r.o j~.ets_ tba tar~.exp.e,e,t,e,d_. ,to .. p,~od;u.c.e .. ,e.ne.~gy.,,.; w;i th;tn~ ~ ,.-, 
-, ...... :.,. -' .. ~ ." • .,1 ~+ ,", '. ..., ¥ ~ '.'; .... ,... " .. ".. "., -' .. '" ....... "P"\, ':. .... _ ~ '.... ' ............... ,w"" ,. .... ..,.J 

,"'I - - - c ... -- -- " 
~ . ~ .. '.. ... ............. " 

-.>.j' .-.; .., ,_ •• 
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the next 10 years, with estimat.es~or~~nnUa:l,~,production streaJ:l3, 
' e' ~- _' "... ..,.. ... 

- ." . 4- • 

annual income earned, annual CaPital~outlays required for 
- .... - -, 

development, ana::project ffnancing. ~Fro::l'the information provided 'by 

the witne~ses a 10-year projection was made of the Mono Fuel Service 
Charge. 

The me~~od ~r projecting tb.,e service charge included the 
following assu:lpt1ons: .' :_ 

.,\... .,'" 

a. The Fuel Service Charge'Projection was " 
calculated in accordance with. the provisions 

b. 

C. 

d. 

of the Fuel Service Agreement~ ,', 

The components of the Fuel Service Charge ~::: 
Projection for Producin,g Projects are the:" 
annual cOSt3 of funds,~the. income from- :: 
product saleS::, an<1 the -:dePt:eeiation and 
depletion of the investment. ..,. 

"'" •••• ' , I 

,- .. -
"" . 
..: .. ' 

" For,:.projects that have ,been aoandoned or ::; :. 
suspended, the Fuel Service Charge projec,tion 
inclu<1es the amortization of the investmen·t:,. 
of Sucn projects and the related cost o~ :; " 
funds. . :;:' ., .~ ,~ ...... 

co., ..... ? w 

For~projectsthat are in an, exploratory 'stage 
and/or the resour'ce identified' is not. '~). 
currently quantifiable ~', only the 1983 ..•. ;':: 
appr.oved capital budget,\was included in the:. 
calculation of the 10-year p'ro-je,ction. .: ::", 
Therefore, the only component "of the Fuel:;:- .:;:; 
Service Charge for these projects is the ~~t 
of funds. ,~, 

I. 7" '-;::-' 

,. 
"., 

.'. 

The following 

resources for 
table displays the results. ,on~'tl:;e 'oasis o~ :Specific 

,..A ~r _"" w.'· ...... 

the~:1 O-year ~riod. ;< ~~:..:;;: 
..... ,.. ... -,. 

~ - .~ ~ ~ 

.~ I'I:"~ > ..... 
"';"".f > ~ . . "'; "':- "::. 

~ ~ '" .. ~, 
,..... , 

" 

,": 
.'.1 
~., ... 

~ 

<:;: --, .,' --.\; 

\'. 'II-, "', 

'.~. 

'-
~~ 

c· 

¥ ' ..... ~ -

'-, -, 
" '-, 



Oil & Gas 

GeotherlT'al 
, 
Coal 

Uranium 

Mnlnlstratlve 
& General 

Total 

• 

OJst 
of 

fUnds 

$70,759 

3,962 

929 

20,249 

$95,899 

';) 

I,' 

, .' 
j: ," 

I' 

Table 1 

t-t:>r'n l\:1n-er O:npany 

( , 
() 

l.~. 

<, 
t: 

I-~ 
(:' ,") 
() 
I, 

,J 
(;"t 
(1.\ 

t • 
t:. 

(r 
i.~. 
ex 
} . 
--: 
() 

.1 
.() 

f'~ 
~ ) 
, , 

,~'l (. '~' :t 
California I\Jbliq, UtilHies ¢r?mniss\9rJ~RccO:jnizro Pioje6~s 

projectoo ruel $e'rvice 'Olat<jc ,W.pco:1uct tipe, n 

I" 
o 
;; 
L' 

~ t 1 ; i ,) 

=....'": 

, } , , 
(. ,} ')0 

'" I,! I 1983 -..::.. 199'\ ~.' I.! :'~ >: ~: 
I ,'. ; ~ ~ j !.~ ~) ~ ~ " ~ .' " , 

u 
:, 
t) 

;. ?j •• ' 

t: 

:,.-

'" 
Depreciation & 
D2pletion ~6f 
Successful j 

projects) 
~ ... 

. " $41,031 I, 
I. 

t.J 

~ .~-

42,71.2 

'.-

$83,aq,3 .' 
, , 

I, 
, ' 

" • 1 

j I 

;"':, ;~ ;',($6bO) 
t l- ! ~ \', (I ' .. 

; i, 
_ i 

,'; , tVroitiz\~tion 

() "(: t "i-

i.' .(l 

(J ~ .-; • 1 ~ .. 

',I 
~i 

. ~ ! 

(). 

'1 
,I : t 

:- ~ {~" I 

" " 
"~ . { , 

, I 

I, ;'i 

~ ~ .; ~ 

~! "6J ',~Al$a~ed/, <, :' ij I~" 
{~ :' ::SUspet!doo ( .·torn PtOdtlct~, 
\ ::." Pi6j'ects l~' ;; ", ~~s· :; : 
.!: ~"" . l J. 0 .' t., . . • 

.': )" {. (s-

o:' , $ 9 771 
~"' I'·''t~'· ~~ 
: t (~, , . 

" , ' 

<' 1" • 

, > 

I : I 

[ ~ :r 
. t', 

3,860 
I .~ f"' I I l: ~. 

". -.. -l "I ;; 
. '25 922 

, '. 

,; 

,', ~ • 1 .. 1 

, $39,559' 
. { ~" .{ 

,1 
l-'I 

, J 

• 

~ t ~ ;". c ~ ~:. :- J 

: :) $ ( 1.~3, 592). ,:1 
::; ~ (i • " 

(J ,; 

;, 

-,! 

~"- j., 
, 

,; 

:, 

:. ~" f, (~. \\ .~·1 

-f.. 

..... t ~ i ~ 

t" 
;... 

:I. '. (J 

: ' 
, i (155:,,194)~ \: 

;1 
'.' 

~ l : I 
~",-(~(l 

-'-'-' , . ~ 
~ "':. : t (: "., 

;' .fr . , ' 
," $(31~,786)' . ~ ~, . ~ . 

, ',' ,I ,) .; 
, " 

i.' 

;"l 

(I 

- ( ~-: 

~.i 
~ ,;. 

: 1 )-

~.: . 
~. ~ 

;1 
-: > 

, ,~ 

'-' 

1.: ... 

.t.4-.!1 11 c. , ff1ITUois\:rative ' 
{, ;) '". .....1.; <-
" f", all"'. l .' 
,', ;. General :: 
l.- - 1:; 

," 

~ 1 t"";. ~ $ -' ~ . 
:~~.. ,~ ';:. \ ( \ -' 

~ -
~ ! r, 

,~ ( ~ 

-' . 
~ ;. ., !', 

...! 
~ l : . .: 

toO: 

,-', I 638,," --' 
,l 

" 

~ } 1 ;' 
t; ·t", 
1 J • , !. ~ 

(') I. 
" , . , 

~ "' ) 1" 

,l 

;, F\Jei 
"se'tvf 'e , ~ 
;~ Q1ar<je 
;) 1 ' ~ i 

$'(4~,025) 
; , 

:3,9'62 
; 

, 1 

:-j ,~, 7~9 

;'(6~,25t) 
(' 

'-

:. ala 
f > 1 i' , . ~ , , , , " 

" ~ ) t J-

, '$8'10;; 
\. , \ " 'f'V 

~... I ~ I .~ ~ ~ "', 

1:, ':i h 

(, " 

, " 

~J 

I .i 1" 

(, $'(9~',6$7) 
l . , ~ 

'1 <, ... 
'" '!.:" 
; I ! ~ t . 

\ , 
\ ~ , .,.' 

.: " 

: c' ~ ~ 

-\} (! I ~ 

.i , . 

• 

" 

v~ 
c. 

" 

o 
H 
H 
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N 
I 
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l'ne present value 
'l'able$ 2 

'n .•• ' 

is derived using a 15% discount factor. 
and 3 show Ed.i30n'~:f· approved projects on 

and abandolled/suspendec1 basis r :respec,t1vely, • 
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Project 
Nu:nl:>er 

71-04A 
71-0SA 
71-07A 
73-02A. 
73-04A 
74-01A1 
74-01A2 
74-01.~3 

71-013 
71-01B2 
71-01134&5 

71-020 
72-020 

63-01C 

,~ .. ,... .. '" 
~. "'. , . 

Mono- Poi.'er~:' ,",.: " ¥ ' 

California Public Utili ties Commission - App:roved Projects 
(Active Projects as of J'uly 1, 1982) 

Project Na:ne 

Sout.~est Rangely 
Stone Cabin 
Southeast Flank Uinta Basin 
Caliente Iv".ountain 
~...ide 
Block 31 
Block 11$ 
Block 146 

Project ~rator 

OIL A."ID Q:IS/l1\R SAND 

Coseka Resources (OSA) Ltd. 
?acific Transmission SUpply C 
Various 
Me.) 

l"'cno Power Conpany 
Ox:t Petroleum Inc .. 
~ Petroleum Ine~ 
Mesa Petroleom Inc. 

t1Rt\.'m'M 

~loration 
Bear Creek 

~ky M:\mtain Energy Co. 
Bear Creek Uranium co. 
Rocky Mountain Energy Co. • Reno Creek .& Nine Mile 

Eastern California 
Salton Sea 

Kaiparowits 

- 15.-

~ 

Getty Oil Cotrpany 
Onion Oil COrIpany 

COAL 

Malapai Resc:mces Co. 

.~ 
i 
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~ , , 
~: t': ': .. ' .. : .......... ' _, . • ,w. :'" :,. '" ~ ~ ,~, . ~" ~ ..... ' ~ - , .. ".~ 

,:, . '; ~. , 
• ~ ,v ..,' ..... . ,,, .. , "'" 

"" 

.. ',' 
• -.M , ... \" .. '" ' 

, .-.-
.MonO Power, ~ 

·cOmnisSion-~roved· Projects 6::ri~tiY>Bein9 ~ed ~;br' Sci;Spe~d~(f : .... ,~ ::(~ 
: .: ........ ',~ ..... ': .. ~ ,""'_"" ~~ ,_,._ .. ,_ .. ,'·;y;~t·:I.-~' ,~.,.r.,;..'~,,:., ...... -:,; 

Project 
No. 

7'-O~ 
71-0GA 
73-02A. 

73-0~ 
74-01A4 
74-03A. 

•

74-04A1 
74-000 
75-01A 
78-01A 

• 

63-01C 
75-02C 
71-0120 

71-01131 
71-01B3 

77-01a 

" . .. , .{ .... 

, (SOOO) ". '::: :_. (;'::~' 
.~. . ..... -' , . " .... . " .. 

, .< 
._ ....;0., • _', ',' ,~ .. .' 

'" ,. >",-.. , .• ,.,.' 

--', . '. , .. , .' '.~ - :: '~'.: '~'-."~ :: ~,', ~ :,:;' ,~~ 
o ::, ~ h' . "" .- . Investment... .. .. ~ 

, 'AITCrtlzation, 'lb be ,:R.e<:oVeree .", Annual. 
?roject Status . 'C:arpleted 'At'9/30/S2 " ':'~ An'Ortiution 

Ec!ls~ R.:mgeley Suspended 03/86 S:,' 450' '- ,:. $ 128 
Bart Point '-', SUspended, 12/84, ' 104, ' : ':;:; :'. 46 
Caliente .- .' " : : ~, __ , __ 

M:luntain: SQspended ' 06%1 
Paradox. 'Basin;' SUspended, -- 06m ,: " 
O:S-Block ,S5 :Abandoned 12m· 
Tejon Ranch Abandoned 03/84 
Italy A!:>a .. ·.d::med 06/84 
lbornwell Abandoned ,06/85 
New Guinea ~ 12/82 
Racetrack,. Abandoned: 09/83-
Kaiparowits Suspended' 09/84 -- . 
Beluga . Abandoned" 03/84 . 
R-a:- " ' -Abandoned/ .--. 

Expl?ration.SUspendecI .. '. ..'* 
Red Desert.. 'Suspended. 03/86 
Copper. "'~ .' 

l>'.OUntain SUspended .:, ' " 06/87~ 
Green . __ ' .. , '" 

Mourltain ~ne<l06/87 

.-
',. ". '-'I 

:S;087 . -
442: 
6-17, 
.. 170·:, , . \."" .. , 
162 
259 
.69, 

" ..... " , .. -
160 " ., '; 

1,214 .. , .' 66-: . ,',' 
..-c .. ' _' .. , '.~ 

" -, 

10';995 - '," . 
, 2,786'--",.:'" 

" .. ,. • ". .I."~ 'o.i 

. "'.,' , .. ' -', 

&,.238- .. '.' 
, ... ,. , •• " ,,-> •• , ,<" " ...... "'" 

.,' .~. ," I ", j ""'. '-'. 

" '3,406" : .... ,:=~. 

I ~ ...... ,. .' 

. ,'" "" ,_, ~ 0.' ~ .... 
,... ~ . . ' .. "~ '," , 

'* V~iOQs:projec:ts. wi thin: the ,exploration 'prOgram,'" '~ 
. write-off based on Bear-'Cteek Uranium,~ .~" .: .• < 

. unit ofproduct:iOfl.';:.' ,', -- ',', ,<' : 

.. ' '. -, , 

. :, ,,-' ,." ,'" 0' _ ',,"'''' ..... , ... 

-- . 
T6 - .' 

, .. , .. 
• ~. "". ." ,no 

., ". "',' .. , .•. 
, ,.0' v" ....., ~ I ., _,' , • 

1,685-
93 

493 
113-
93 
97 

278-
160 
535-
44 

1,250 
796 

1,.733. 

717 

'$8,261 
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S. A "compet1ti.ve leverage" i:5' at:fordedEdison 
and its customers' oecause' ot:Mono:rs ownership 
in energy resource's,.. and cy."waY,ot th'e~ ': ", 
information oase ava1laole through ',. 
par"'ticipat'ion.in' ex;>lorationand development .' 

.'.' '-
programs, stu~ie~, and decisio.n~,~;:.,.. ..' .. ':': .', ., .. :. ~ _'. ' 

Edison concludes that the EEDA program is a oeneficial, aspe,ct:, of. 
o. • _ _"... , ",. _ ~ "', _ ,. 

Edison's utility operations, is in the publie interest, a~~:,should.,,; , 
continue. '" ,,", , . . . " ,'" -'..',~.' 

SDG&E's EEDA activities have been ,conc;1u:eted ,on ,a more '~'" ' " 
". • ; - \ ' ...... <. " .. ~ ...",' '. ...... ~ •• ' ,.." ".. -~ 

modest. scale whieh 1 t characterizes as a small, .. car,ef,ully ,contr.oll.ed ~. 
_" ._ ,_ ', .. , ' ''; , ....... ~r" :' ~" ........ ' • 

program based on the criterion,that oyer the life. of: a,resource or 
... . ,- '.d . '~ . '.~ " ,.-- 1 t' ,",~' .' • 

plant, a resource should provide .~ue.l" on a secure basis at a~. pr1ee 
" +- ' '" .~'" '" ,'''' • ..' 

roughly comparable to o-r 'better than what:: could have': been obtained 

elsewhere. SDG&E claims tbe t'ollow1ng ·tang1l:>le· a,od: ·int~og1.trle 
beDefi~s for its -ratepayers: 

1. An ectu~i' sha~.e: w1th- Mono~i; Kaiparowits~, CO!~l ' . 
(200, 000 ~ 000 . too's·' of' low sulfur sub'!>i tum'i'nous 
tor each) • 

2. A' right" of first. ~erusal,' to M~Sma - power-'. 

3. 

5. 

6. 

Companyl's' '(Magma)' - East Mesa geothermal 
p-roject, . about: 1 50" MWe~ -. - . . .. -

A right, oft'irst refusal to 200 MWe f-rom the'::' 
Heoe-r geothe-rmal reservoir .owned by/Union. Oil 
Company and Chevron Resources. ,-' . 

" 

Outright ownership of geothermal'leases at' 
the Sal too Sea. whieb may support.' more' thao .' 
200 MWe of electric. power production aod 
right of first refusal on a like amount' from 
NARCO's partne-r in that veotore, Magma'". . 

, . '. . 

Owne-rsh1p with Magma of patent rights and'< 
patent applicat100s for the utilization'of' 
high temperature, higlL salini ty' geothermal::.: 
fluids. 

Overriding royalties oo'certain power 
p-roduct1on 'at -East Mesa"and -. on" sales· of ' 
geothermal heat·, from.: the ,9%',ownersh1p ~1n ,the 
Reoer reservoir sold 'by NARCO in 1982.. _., 0", _ .', _ '. . ~. ..,,' . .", ~ ... ' ... ,;~..., "-

The. staff of SDG&E's .Fuel and . Power Cont-rac;t.:!S '''_ '", " ",' 
Department,some'of'whom'd:trectly support' ~ ..... , .... ~ ... ",' 
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NARCO.'s et.t:ortz, haz gaineC1 al)etter 
\ln~e'rstand1'ngo::.' coal,. geotber..maX~.:anC1~ " , 
urani'um resource's by', viewing ,tb'es'e' ,fi.l'els' from 
the producer,'ts~:,po'i~:~ 0t:,view'.' "",:,;"," 

SDC&E calculate$ that-t.he: cost. to i:t.3, rate,payers c-r- theEEDA 
pro~ec1ure since its approva:1-1n: 1917~throu'gh~Septem'ber '30, 1982 i~ 

'"... " ,., . " . ,'. , .... " ." '" . .., ~'. - ~- ..... "". . ..... '. "". .. . . .. : -: ..... ,", "", . . {",-, ..... ' .... '''\ ,....~. ".~ 

abou~ $6·.5'Yni'11io:o~"""'"'' ".,', ""'~-."-~ ~' .. ,,-
S~a!'f 'Ana'lysis' ,:::':', --: '.:; :~'"' ::" ,: ,." -"'.: ::" ,~, -,: ":; -.:: H~' .' :'~,~.: :,'::;: 

,.' "'Ie 'c' .Ie."" . ..." .. 
S~aff wi ~ness Johnson performed a financial audit of' Mono""'~ 

. " __ ... • 'f- .', ~ _!- ... ' ,'" ...... ' ",'," ~ ", ",,' .. ~ '" • r'- "\ •. , ~,.~~ , ~ " .. : J " • .., ~') 

covering't'he 'years'l9'SO' a'nc1 198'1." The" exam1n'ation~":rncluo'e'd~'the 
'" ,~~ -.~ .... oc '. _~"'. I r ,"";.""" _", ", " ~.-,,:: ;~~ •.. , ~:.~: ,' ........ r. ~".':','.~ ':'~ -:':~.,~<,;. '.~ ,~",';'.;':::::,,':' 

f'ollow'ingaudi t' p'roeecrures':'" '" 
- 1 .' 

3,. 

Rev1~w or' the coi't of' s'er.vi'ce>¢ale'~latfon'~':: ::;' ::,',; 

, A test"ing o'!: earrYing'~O$ts'ror' ac1~anCe!!:' mid~ " 
l)y Edis-on ,to Mono • .- " '. "" " '" ... '~, ,,' ",,'" . ," 

A, ,r'e.Vi-ew a:o(1" limi:te<1~testiIlg of' explorati¢.~::':.;'.'" 
and C1evelopment expenses. ~. ,,", 
A review of relat'ed audits by' Edison',s 
ineepend'e'n~ aud1:tors :ano internal:' audl t, 

" st3':rt'~'."', -,', ",,"' , ,,'. " . , ". :. , 
/ '0 T-' " '\ ..... ~ , , ... ...... .,./ .. 

5. A review of toal cost from July. 1.97.4, through :' 
Augu'st" 3~,,- }9,e1 and' relateC1 r~venue.·.' ::"." 

,~ < I. ". • •• ; " . .' 

6. Discussions with Mono,' $" management. :~, ~ ;,; '::. 

"'., ., .... ~ ,.- .... ' ... ' 
'" .. ,., .... "-. 

' .. ~ ••• j, '~ • -

Bis review of, the' EEDA p.rocedure covered. ,th~" years~' from its. inception 
in July '974~ tbrough~'SePtemb:jer. '30'~:"98'2'~ H'edi~~:not"~e~nd.ue~ a 

• ;". ", " > .- .... " ... , ,.' c " "R .~, 

f'inan~ial audit" of, NARCO. , ~ " _'~," ,,,' . "" _ ,,' '"\ 
~. ,~<""", j '" "" vi 

Johnson"', evaluated,:;EEDA projects',· in" terms :ot the benefits to 
, ~ fov ,... 

the ratepayers .ant1cipated'-1n'~l> .'88:121 ::: ," ' , :-" ,,' " ': ,,'< ,::: 
_' '. '" ,c '.~, "''' ,"~ ~ • ' •• ,' '" ':", 

,. Seeuring'adC1itiocal supplies-of-energy:that 
would not be otherwise available to., , .. , 
California. ',......' , ~ '; '''"" ... '" . ' . 

... '". " " ... L .. ,. ~".' .. ,'"'., '.. ". "". 

2. Obtaining needed •• supplies of" energy::at an,~: 
earlier date than such supplies would~become 
available otherwise. 

, .w ~ _. . .... 
3. Obtain!ng' add!,tional 'needeo supplies:: of: . "::;, 

energy, at an "aC1vantage,ou:s'priee. _ _, H '::.~ 

!n order to conduct this anaiY~is he e~iculat.ed' a ""p;ese~t value" for 
the various proje~ts~ For :th1s_ealculat10n:h~ roa~e'~:the~toll~wing 

'",. '''. 'l " .. "'-. •. • .' - \ ."" "'" ... ..." '- •• '.... ., .. , •. , .~.... "' , ....... ,. ...... 

assumpt1on:s: 

.' 

• 

• 
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1.. -!ha'ttb-~ data 3uPpli~'d 'b;M~o~ ~~ ~st'imated"""~' 
,rese:-vesao<f ~production were' tree :o'f l>1as'~ ~ 

2 .. 

3 .. 

That lOS wou!<1be ata±~'d."1scouritrate ~or ::':: ' 
the present value".ealeulation,s. ~, ,,:".-
That future investmeots ano net~o.r>-e~ating:_H 
revenue were in equal yearly increments. 

;' :": '. " .~',"~ .. ,'~ ~ "',_, ~,".""" '_':: .. , ~"~.~""U.,\~ .. 

That properties still under exploration would 
be~wortn at.:leastthe,present·investments-ne.t 
of related ,taxes ... ' 

5.. Iha,t "the ~present ,valueshould.,inelud~ the 
"interest" lO'stby the ratepayer due to his 
investment 'in the 'EEDAprojects. ..' .' " 

6. 'l'ba t the 'uneer-ta:trities surroundiIlg 
Kaiparow,i t.s make it ,impossible to place any ': : 
value on the coal' reserve.. ' 

7 ; 'X'b.a t -tax'cr~'di ts ori';s timited :~aPi ta::l "., . 
"re~uireme'nts ~will o:e. at~,thesame 'ratio 'as: 'at.: ' 

" ~ 

. .... ';. *- ,.' .... 
., ..... ',' ...... ' .. ~" 

.. ,' 

" -, " .... 

pr.esent":,, ' ' ",':. : .. " '.' ... 
Be calculated that Edison ~,s . EEDA -proJe.e.tshada.?re~n~ ya;lue "o-f~ '... . ::. ,: ':: 

, ".' ~, '~ .... ,. -, • , ~ ~ - ..' c, • • -- 'r '. , ' 

• 

negative $102. mill,ion._. ,.H~ ea.l·culated. .-.that 'SP~E'::3 :EEDA::~j.ee_t~ ;ha-<1~~. :<, 

a present vallle "ot negative .$5.5 :nilll.on •.. ,;, ,,' .~ ":, ,~,: ~ ,:,"",: ," .~< . 'C' ~~ 
.--. • • - '_ ,,_ __ . ' • ~ ,- ' •• ,~, • ~ " • ......". .. "0" " ' .... 

• 

. He .states that the. -present. 'val'-1e, ea'lcula,'t,1oo:'.1n<1·ie.ate$ ",that ::~ 
.- '.' .. '" • • ~ • • ~... ." • - + • 

the ratepaye:-s wil~,.cellet~t:.from .. the oil,and~ gas.-'exp-lo-ra-t1,on:caS;e<1·'0n;..;~· 

Edison' s.re3erve .. and;pr,o,du.etion ,est.ima res,.: no:t., ',con s 1-<1 er.ing. :pri.or 
abanC1~o.meIl:t:, eos.'t.s. He ~~~rves tha,t this ,ne't,b-enefi:t:;Ls',~highly.:,·· , 
sensitive .to .,:the c1egree of- ,-aecuracy otthees't"ima.ted: .:ca1>1-:tal, .,eosts 

-i , .. 0>' ,,.. .., •. '.. • ,_ ... ,_." ".' c 

and reserveestimates...Fu~ther.,,'1;r:, one bu·~en~ ~the~~eal:eula:t!:on :w.i.th -;,.~ . ,. ~ .. ' . .' . -. , 

the present value of prior oil and gas abandonments, the overall, :,>: '. t::: 
present yaluero.r o~, and: g~~project.s: is.n~ga·ti:ve.,.::::~He:, ~a'sserts that 
it is Edison's total track record that should be:the-::bas1.:'s for a 
meaningful evaluation; 'an<i, eonclu-des·tba:t:: there ;a:re ,n~o't· =Sutri~c1ent 
assurances tor. _the, r~~p.iy~·rs lo.r.'· E41.;;n t~ ~ 'a:l'l~~~~f~~: stay in the 
oil ana gas expl'o-rat1'on': busl.%less. -~:,," '.:~: '. "', .:' - . .} ::~ - ~ . 

,~. "* .• ,, 
4 • ~ ..... ..,. ... 

Regarding uranium exploration a~d development, Johnson 
observes that the worldwide collapse ot the uranium market ha$ 

- 20-~ 
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ai~inished Edison's recent performance, once the. bright spot .of its 
. ,., '. .... _ ,'''' .... c", ,,_ '", . ......,,~. " . ,- , "\ r' , 

EEDA program. Ee. 's"tates :tbit' .-SupPly'¢oridi,iion~Hha;ye,.,¢a:U~d 'Edizon to 
........ _~, .,. '" I ._. '".' ~ , .... ,... • • 

rethink the economies or -devel()~ing,it~ ~e.sery~s, and cast:' dou:bts on 
~ ... - ................ ..,..~,~ ... ,~ .... , , 

the need for a ratepayer-supp:ortee, .;pr.ogram'~to· <i's'stlre':;ne'ed:ed uranium 
for Edison's n\:clear'.p.la:."lts:<~ >', .• ..:,: <';';<: :::<. -.: .'-;:':: ;.'~ : ,,:-:': . .:. 

.,~ •• ,"·"-.I"\~'W' '- , ..... ~," .~,.,-'~ ..... ~I~·.' ... ,.,... :~,;:,;,,,,~.~ .. / . ..:-~~. 

Regarding'" 6'03.1;' John-soncharacter1zes Edison' s ..involvement 
~ -, ',.' ".".-" ," '.' ,,; ,". -, ~. ",- :,\ '·I;'~·"":~·: ')'"': ':: ~. :":'l.~ .. ~ ~ 

as burdened by ',environmental' :·issues, :,iogiS:tics,:a'nd'~:ine~asing 
rela ted capi ~~i costs. .. Di;POSl t'io~ of the ~Kaipa:1"owiis' re3erve has 
oeen a pl'"oble:: slnc'etbe 't-~l'"m':tnation -'or-the "poliel'" "project' in::, 976. 

, ... -. .,:' • ~"'~ , ... , '.' '. _ " ~: ," r : ,,~' -; '> :: ~:' 'f: '.: ~~, ~ ~'.~ "'" . :.: :~'F :,~' ..... , " i ~* ,.:.:.. 1 

If the coal l'"esel'"ves are ever Ciev:eloP:e.d, ,the "e.cQrl¢mies; '.of; the project 
". ... " -.' - -\ "", .,. . 

have to oe more !avo!"able.Eo\<;ever.,J.ohnsonind:ica,tes;~that. ': .. ' • ~, . '", '~I ~... . 

development o!tbe p.roject' appea~ :'un1:fkely.,,·and~ ':c'o%icfu:d~s that 
" ~.'~ '--, .~. '.~ .; "": -,' ':~, .,.,:'. ~ -:... ',; - ..... ... ~I- .... 

Edison's involvement wit~ coal does not support continuing EEDA. 
, . : . .' .. ',.,- _, ,,'.~. ':. ',:, -:. --::' .:~'-.--,.:.~ ,:",,::: X~.·:: .. ~ :"'~ ... :. .. I 

Reg~l'"di~ ge.o~hermaJ. ,Johnson assume<i, ,that: ~:the,~..present 
value of Edison's geothermal :projects "..as equal to:'ihe: -11ivestment, 
l'lus service<eh'ar"ges:.' -Al thou'gh' :Ed1,son:' s ~p'roJee'ii -are ,,:'not rievel'op:e:d:,:" 
Johnson -observes 'th:itEdi::son:' ~ .. resource 'plan :i'lidieai'es::.tb-af': :-; ." ~y ",' 

• ... • - .. '.... • _ ;: C '~.,.~ • _ "'" ."~ ,:',' • ,,~ ... ''<.- , ' C'. _ ( .. 

geothel'"mal energy ..... ill oe very 'e?CP'ensi ve." 'Howeve:"'," si1l'ce -geotllel'"cal'... <-

is:a .newt:eeh:n<>l-ogy,and"a' ·"renewable""energy. :souree,'b.e ~"itiggests that 
future ra tepay.er,sup.~rt: should ,.~ e<>ns:td:e=r-.ed"P:l'"u(1ent~.:." ;::. r< ':; ':;" :',";': :" ,J ',~-

" : Based on his: ;'eva'l\la t:t,oc, . Jo'h:nsoc: ,.eOce! Ud:e3; ·~tba;t" "Ed:;is~oti" s:': ~:, :.:::::' 

EEDA projects 'ha.ve ,ri'ei,t1le~r ·me't,: ·,nor- :::ha:'veth~'·potent'iaJ: :'o~r;Cmeet'ini~::>;: ::,' ;'" 

the cr"~te'r1a: e's:taclisb~ed~ :in:, '1) ~:8S'12":" ",: ~e: "rea:ehes ":.tti'e~ ':.3am'e:;,col:iel1lz±QD:,: '; :,: 
regarQ,ing :sDG&'E-~s ,EED.A :program:.: ''!'nerero~,: ':he- ':reeommendi: :-iha't'; ":.r:o"; :.,.~:: 

.... '. ," ... -, " " ,-' ,.~ :'''' ,",... , ........ -~ .. , .. ' .... 
.. '. • ... - .. '.... ,.' ',~.. "'. .... .., ' .. ~'. "-'1 " ~ "., ....... "', , -~ ..... ,... 

1. - The~EEDk·p.l'"Oee<1ure: t"ot""IleW' 'projects" sh'ould 'be "-'-', ... '~-'~ 
terminateo.,_,. ~' " '. " ~: ;..:;:_.",,:~:_,,::,:::-:,' >';;':,.",,:?: ":_ ::.:. 

.~ .~ ... J _....... ..... , 

.2. ,Edison should,wind· -down,~i ts-exis.t'ing :E.ED:A ~, : ,: .: :.,~:~ ,~ " :", '", ::. 
" "'proJects in a manne'r that" would. be most . 

, "" ':,. ,:" benet.ie1al' to: toe :rat-ep.ay~~s.~ " :Edfson:~~shOu-ld'·:, ,: '.~" ,; ";,.: :'; .'; : 
file with the Co:unission a,p.lan"f-or, ,w.ina-i'lls."(, .;;: ,~; ~. ,:, ,. ~ :' down. . .' " '" .. - , . - . .. . , ' 

:" : ...;. .. :. ~ :: ,~., t:-:-: ~ ~.~ :,~ :; ,... 'C, .. ~: .: ~ .... ·2 ~' :: :." '~.': .: =L ;I~ .. ~ .:.::." ~ ~:; .,-:-' ~:. ~ ~ l :''': .... r~;:) :~ 

.. 21 -
A-- ...,,::.,. -

• 
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For SDG&E '.Johnson:creeommends:- -

-, .... ," ,.~ .... " "'. 

. . " .... :1.':":~ ~EEDk 'procedures: shou:ici "b'e 'termin'a:t~;d):i6r- :'.:~ :: _::-". ('~~ .. :' :": /o,.,~ :: . 

~ne.w .. ~proje~ts.. •.. ' '~. ':, -.. ~ ; " .. :.: .... ~.~')'.:,.":' 

2. SDG&Eshould, 'con tinue i.ts effort-to. .sell .i:tS' 
Kaiparo .... it.s coal reserve and limit 'its 
aCitiv1t~.to geothermal. 

However~, J.ohnson does· -D<>:t:d;ism1ss EEDA entirely. :·He 3ugge'st·s that " . / .. ". . 
the .Commission shouldexp-lore the feasibility of.app-ly.1'll·g;:tb'e EEDA 

._' ~ '. ..., ..... ~, . , 

conee-pot ~to renewable- -anci: al terna ti ve energy resources':wh11.:e,: :phasing 
.-. .. _---- ...•. --.-' 

outtbe present nonrenewable. energy· EEDA projects' .. :~ Be::-ret:ers to the . . . '. ".', , 

Commissi-on" s expres~¢ p,olicy supporting conservation ~an:' al terna te ._'_: .. ~ ... - ~ .. -....... -,-.'-~ - . __ .",,---
energy. sour~es...:·.:::-... ',. ~..;.~-::'-:-

Stat! witness D'Antonio offered an entirely independent 
analysis of Ed.ison' s EEDA prog.ra~s. a.nd the UDA concept. He 

" 

performed a Qiseounte~ casb ~low analysis, diseounting past and 
projee·ted: f.ut-ure~ ~asb fl:Ows·:·to ,1982: '-preSent' Vafues~;:: u's'ins ~k:te;ay~~ -

• • ., -, .," _.~, '" A,., , ... , ., •.. ,' ", '. _,., ' •• : • • !,"'f"" ~. ~' .. ~~' ~ _~ ...... :';' 

risk'a:cijusted 'discot.1nt rates.:' 'His-analysis ean 'boe' ·d'1 videa into two 

• parts: past an~~ru~ure.: ".' ':.: '. = ~ ". _ _.' '~. .~: ~ ~:~ '.: :','~ :~:~ .. ~. '.' ~:~ 
. Data-on 'past": ea.sh floW-so were obtained" 't'rom·the~Edis·on:";Morlo· .. 

• 

Fuel ServieeAgreemen.t;· kn:itial:Reports. . The"; ~t"utu;"e; da'~h; 'no;'; 'ina:li~i--; ~:: 
t .. c" , .......,.',.-1'..... ~ ""~'" i~: ',:. ", .... ~ _~ ". 

was ba'sec.·· on' da:ta obtained' from SdisO!lln respon'se' ~'o'a' 'st:a,rr d~ta~'" .. ~ .. 
reCiuest· wh-ic~ asked fo-~' the' ro1fowing::'d . : . . ." . '"; --' .. 

,. Which EEDA";approv'ea 'project~' ar'e'e-xpeC-ted- 'to'" ,~ ...... , -
produce energy. inthe-.·next: 1-5 years.',',.:' ,_~:: :.... . . . .. ' ,~ 

2. Row; much·; ,energy: wi'll:; eaehproduce' in: each.., .ot'~ ... ~ 
the next 15 years. . 

• -. ',", _ ' .. ~. .... ..... ,_ • ,;, ' _. I.~ "." ~,:~ _~ ~ -', ' ... ' t-I'~:;:: ".j. _" ~,: .... : :.. ., '::, ::; ",; ~ 

3 .. ' The current delivered. pric.e. o,f~ eae.h ... tYJ)eO;f .. ' .. '. _~. .... .. "'~' 'e-nergy.· .. "'·~··':' :.;:'." "~J.':"'.<, -' . -'., .•.• _-." .. .".:, .. ,..... . ...... ~ .. " . 

... l4'.,' .. Est1ma:t'eQ .:tra:nspO~ation;:'cost: :to: Edison ''3:'.:: '~':-,'.'; ~ ": .:::.:, .:;":;',:'.':, 
power'1>l:-antSr.:: .;-'''~_' .. ,'. .'~:-:: '.'~ '~.::~.:-;' :::. ;-::"'''>~'::' .. ::',.v 

5:. : ••. The, ~st1ma ted: ¢os-t or :prod.uet1on"::per· un:i.t '0'£ ~':":':".~.. '; :':'~' ' .~ 
. fuel. . ... 

The estimates were to be made in 1982 real dollars. under. the-
• "1·/ - ~ ... ~~ .-- ...... J .. -w I: .: "~. :..: ,_ '.... ...,...... .:; _.' _ . ~ "-. ::," ~ ... ~. ",I . ", ~ ~ ~ .... '. ... _ ',..i • !',.' ~ ~ .. " 

assumptions' that' real, ene,rgy .. prices ... i.ncrease. :cy., j .. 5%,. annually anc1v ~ .. ", 
~. ..~.".'." , ........... _ -:_'~ .• ,:.:.. '." .... I~ ... .: •• " oi< '1""",, _ ' __ ... ; .. , ....... _.' ! .... J Ji...l ".~..> .... - ..... rl.,... ... "".,' .. ..... 
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real produetion eosts are eonstant. In ealeula.tin,g~pre-se-n,t"yal:,u:e.s; ·~.c'~ 
~....--- .. ~-.\~~ ....... ~ 

D' Antonio adjus,te,d "the ,.da,ta proyided, by,.Ed.ison.,as.'d:1:seu.$sed, ~'below. 
The~ ~~'esu'lts'"of' D' A';;to-n-i'; ~ s' a~a'l;si;' :~~re: ~s¥o~ ,-in the 

following ta'b-le:, .,using, :diseount~at.es- : of: "J+,::7J. -a~'9 ~~;%;i:;:~ . ':; 

... " 

.. ,.--,....., 
,_ ,~. L" 

.:~.~: ~~'o-~-.'_~ Io .. ~' .. "': >·-'-'··'ij·:,~. :\',,~:.' .. ,~::"" .. '~''''~.::.':.~.-:-,j: 

1-9:~1t, '19°1"~'OV "' ,~'., ",,", .', ",,~ .. , ,'"., ~, ~2~'o-,~91"\~"::: ~::;;~~~:?ItO."'~~·";-::': 
.~_ • .... I."'t~:: .. -0 "'~ "' .. - ,. ..... . .......... - ~.' " .. ""' ~~ O'Q", VO" ~.pJ""'Q,.GV~ 

~''9:82':-:t9·9:6:.:PV ': :,:.: .,.: . ..:,.~ .. ~.': .. :,,:.:.-~;:::' :g:3';'68?;";":;':~ :':'''::::'::-~S:;-iia, :.:.~~.::: 
.. !"...... _ 4' .... ~ ........ ~ ,,, 

Va~:""aro"-.....t·..........- --.!' ~~, ,", ' ..... ,'. .:~:~ :~. .' ""'~'-W' ~.: ~,.~ ." .... ,~ .' . ' .••. C' ". " ~ - 9' '00"'" ,'" ~ c., ~.- i ... .J'I J'V'V'I..'" ••. J " ....... '. _~. " ..... ....... .1 .', \I" J ...... ".>i -- 1.(..... -:;I z-VVV-

.'. ~.~ ,-:,; '''' :Iotal'· :.( be.t.o.re.:tax: crea:i ts:)'. ': :. ~~,--66'~,225: ;:. ~~:: ; ;:";';$29-'4~;(f1~1 ,::;.;c 
, . . -

:' .-, ~»: '::'s Tax ''<:r.edit-s' " ' :: J ~,::;,::: - ::, ,:; ~. ,,' .:,:: -' -9.0.::, i.s& ,;'" c,;': '> ,:; f1=O::'SS:1':: w
-::: ... 

Total (after tax eredits), -$ 75,1I40 ·:'::~$".1~a:3'\4S0-:':::·~~"~' 

The ." 197_4~.1 9,8 1 PV~. figures. repl\esent- :the :S:.um.me~:'-.19,82:,.pt:es.en}:;: v:.a:lu~s>:,:: 
_ t' ., '."" =':." ." r _ ............ ~ ','" - "i • "_ 

of 197_4-1.9.8)eashflow.s under. the two. dise.oun:'t:.rat,e,S:.--:: ,; .'rbe.,; ',~.:;19:8a-J9:9:6;:" 
• ..... ,,-' '_ ." - • " ,", < .... _. ..... " ..... ' ~.... • -'I. -_. • • _ 

PV" figures are the summed 1982 present values ~!''._1~9.82-..'9.96;,,~"a:~h :::,:,-,.:;;: 
flo,w,s, und,er, ,eaeh, .diseount. rate., The,: fi,gure :si:.v~n: :t,.orKaip:a,r.owits is 

'._",,<., .- ........... ~, •.•••.••..•. ..., -, ...... ,. ~ .,- •.•• • 

SDG&E's most. likely sales .,price. .The .. "!ax' Cred·i t,s.," ,:,t;igur,es" :a,r,e-:,.the,.:.: _ ',: 
~ ... '.. .'~ '" .... : _ '" , .' "r _ ... '.. •• ' '" • ' . ', "... ", "'" , .,. '. ~ .. ., ...' , ... ~, '" 

summed, .1982. p,res.ent., values"of taX" eredJts-.· D! Antonio ;.c:onsi(1~r.$:,J.h~ ::~,".., 
, ...... ". ',"~.' ro" .. \L' • .,.. ..,." r··_ .... _ .'... . -., _.. .... ...... 

total in the 9.4% eolumn (-$,83,43.0) "to· 'be an. ap,p.roximati~n: "o~, th.e~ .~,:) .. -
~ •. . ._. \ n" ~ _ .~ . .... .. n" '.. • 

net present val1.:e of Mono' .. s. EEDAprogram.~_ How.ever, .he, ,adjusts that 
I.., :,I __ .. ~ ............ , ... .;...~,., ,,_,.""', ... ~, .. _~".t .. . 

result slightly downward as discuzsed".below:.:: -,' •. ' . '.,:", :': 

D' Antonio. states .:that ,the.' purp.os'e: 'of:: ·th~: :fin:aI'l~iaF' analysis ..... , -.:.: \- :' .... , .'".,' 

is to evaluate how well Mono has performec(a's'the 'manage~r or a 
ra tepayer-fundid expioratio~':' arii ~d~v~l~p~e~t': p'rog;ajn,~," ':He :~ .. ' ..... , 

charaeterizes the goal or EEDA as .. .futld1ng- en.ergy, ,ror':,C,al:irorDia . "" . .~. '.,.-' - ,. ',- "'., .' ',- .... . . ~ 

ratepayers at minimum eost. In his terms, the, program;' 'is. sueee3srul 
if the value 'ot'" t.he:.: energy: ;>reduced ':tsgre'ater::th,an:: ·th:e"'<eost~ 

• ,1',"'"" 

incurred. 
, ." _~ ..... r.... • .," L. .... ~:, ::'..... ! ,"":- :~ .. " ': J . .c. '~'.~: ".~' ':.:'):: .~;::~.: •.• " p:~ ': .. ;,,~: .. 

In"developing' appropriate- disc'ount' rates D' Antonio states 
'-, .... j ... ' (" -... • ," , '0 ",,""' •• ,- -;"'r";~_.- ,--~" .. ",.": ... ,, .~:,\ .,'::" .:.~. ~~.:; C:i~O ... :'::-~.:.:;";:~~':';·~ 

that Mono ean'b'e'"eon'sidered' an" inves'tment' by' Ediso'n 's ratepayers, in 

- 2"·-"'" ~~. -

.' 

• 

• 
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which ratepayers incur negative casb flow in early years in 

anticipation of £u.tur..e positiye cash t'lows ma:01r~ted ..as -lower 
.. . J' • r. '"" .... ,,",'J .' '., • -'.. ~" .... .., ~.',~ .... ",'0 ... ,.,. ... " ••• 

utili,ty bills •. Since, ratePCl:,y:ers p,ay. all. .. the ,eosts,;and :rec.e1ve all.,. 
the bene~1ts . or, energyproductioD.,he cons1ders,.that, ,Mono ..is; an " .. :~", , "'.J _ '." t' ................ ~ •• ,_ •• .,... •••• __ ... ..... • 

eCj,ui ty 1nves.tment.'by,. ratepayers. Since .Ec1isonrec;e1.ves .onJ.y .. a.£..ixed. ... " " 
, , • < _ _ .... ri. ' '.1 _. """" '," _. ,_ .." • r, " .. 

return on its investment in Mono., ,he ,consider3 Edison a. d.ebt holder, .. 
." ... ',.. ' .. ' • ." .. _. ••• _'" • .' ••• , ••••• . J " 

in ,Mono •.. Thus rat,epayersare ,stockb.olde.rs in anew,ups~t.,- small 
".. '.. '0 ... " , ", '" ' ..'. ... • _~ \ ~ ... _ .. ",.,. , ............ , ~ 

energy exploration and development ,company., .F.or, .his. purposes .i.t, was. ", 
'". .... .. v .' • ~', . , , .. , .. .' " .. ' -'.. ..' ,'.... " .0......... ~ ~ .... - -.. - ........... , .... '... .. .. 

necessary that he calculate the cost ot equity, tor a .company' ,similar '., ~, 
, .' • ......., •• _' •• ~, " _,J .. 

to Mono. 
..... ,-

However, since Mono has never made· a~ prot':1:t;: 1):,?'Mton10 
suggests that Mono eould.notattra:et. eapitaJ., be'ca'use- :n(>' :r.ati.onal 
investor would invest io a' c~mpan'y tha't: has' lost m~~ey'ev~ry year 
sinee 1914. Thereto~e',' he "b'a:ses'~ hiscaieulati~;~ ·o·~:· :'Ed'1'~n' s'"real . ..., . -. ..... ~- ",)". . . .. 

cost of equity. ,,' .'., .~ , .' ~',., ..... <"" '~' 
• ' .. ,' ,,'.... • '" " .... I.... I ..... ' ... , ........ ' ". 

• 
He observes that start had recOmmende<1;:,tbat·,· Edf'son be 

authorized a return'on" eCj,u1ty of: 17;"11,.5Sf"or '19~.3~,: (W~~Ch' Edison 
considerea too lOw). Assuming that Eaison's cost- of'equity is 11.5J .-

• 

and 1 983~S~ inria t'ion projeet1on~ ran'g~' from 1 .5% t~;:i'2 .'5%,' 'th~'~ " :, ,': ~. 
Edison·s real cost or ectui ty is between 5% and 10%. The midP~1n~: '~r' . 
this range' is'1.5S. D'An'toni~· cha:ra~terizes:' this num~~"'a'S a, , 

,.~ '" . . .'":: ,,' ~ , '. .. , .• ". . -'~ "'"': ~ ~ .,;:::. ~ ~;..' ,.:. "" ." '.< .~ ,-~ "~': .. : . , 
tunction or the real time value of money io. the, e,conomy .and,Ed.ison~s_ 
risk, neither or which rluetuat~s" as much a's :tntiation'~ 'the' major ., _ 

_ • "_ ".,' _ ~ • - < _ • ,'" ._.. ..... • "' •• : .; I'";":' . .' ""! . .' ~ _. -,',.' .'< •. " ,~_ 

eause ot fluctuations in nominal discount ra,tes. Thus he eoncluaed 
that 1~5S 'is:' a' reasonable· ~u~ber to ~~e ~ a;' Edisori,,;'r~a{ ~st'" ~r 
equity. 

.' .. ~::) ,.' "'; .,. "'.,~ " ' .. 

He then compares 'the- risk" ot- inve;ting-1n Edi;6'ri w'1~h~'the'" --~~ 
". .... '". .- , n, ,,-: ~". ...... ",' ...... :~ ," .• ~" .. ,:" .... ~-".,.~:: /.,: r"~ '::,:: ~"~:: '.,. '""'.~ ,. ,,,: 'Jo.,'~: ~ ~, 

risk'of'investing in petroleum and" natural gas produciog companies 
.' • ,. r" .... " ;1,,..' ,~. 

an<1 concludes that Edison is much less riSky, whil~"Moilo"is-extremelY 
risky.' In'" ~ecognition'or' th~t 'riSk he' st~te's':.th~t' ~o~~~;s:r'~~i cost 
or ectuity should ~be 'at least a ~~upl~' ot' ~~rcent~ge"pb1nt;': ab~~~::" " 
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Edison's. This analysis accou~ts fo~ the 9.4% discou~t ~ate that he 
applied. .' ',"", ~, . ,. ";., ,~ " ", ~ 

~. . ~. ~, 

- ~ . '" '. \ , .... "'''.'. ......., .... , .... 
r .~ •• r ... .. 
. ,- ~ ... " 

"In 'add'~ ti:on' "to. :using '~;ii'S,- he' al'so' p'reseot'ed- ~the: an;a Iy£i:s' -: :' ,': . 
. .... -"..., .' '.' ,......... . " . ", -, ,.',,- ~j >'~ .. .. _ .• ' "I.,. -- ".~ - .. 

using .. a 4 .1%-- real ·rate-'. ···D' Antonio exp'lainec that the '1>urpose'-o'ftb1s'~ ~ 
_ _ .. , -.I .... - .' ... ~ .' • '-. ... .... h". _ ""( ~ .' .,.', t'~ , -. "' ... ."... .....".., , '" '.~ '. : .... " 

eo:::par1son was ·to show~sensit.ivi'"t;y of the variable-.: 'Although''''h'e .' .J •• 

" ' " ,-,,' ~ •• "0' .-, •• - '"1''' ... '""', ... - .... 'lo",:"\~' -, -. ~-,", 

cons'ide.rs even "'the ~. 4%~ "ra'-6i' conservative', he states" -th'a t-Mono' s .' - ,,' .. 
perft5rcanr.:'e nas oee'ti'cxt'reie:ty 'P-oO~'i'f 'the; 4 .T%d1s:cour/i::ra'ie': i~' used<~"': 

.: . D' Ant'Oriio -assigns' 'to"Mo~o~;"s' 's'harei'ofiaipa:r:o~its~-~:'Yal'u:e:::of~: ~ 
• ..~.., _. • "{~ _ ,,_ ~ ,. ... ,.,..'- , r. ,.. .~ "', TO " ... , ~ ... 0, _ "l .1'" {" 'l~' ~. - ........ ,'" ,'" ',j 

$9 million.' It:' doiog so be ~'ejects' Edison"s pr6~je~?~:i"on" '~s~u~n:~e1.,i~~?~e~:,~ 
for-·the-:'fQ.!lQwfn~g'Teasons::'r ,:':~''''-'-''''~' ',' ..... ,. __ ... 

i. !: is uncertain that coal will ever- ce mined 
!r.om J<aipa·row~s .. -:- ": ';.' ,::,~., . '" .. :';'" 

2 .. Edi.s¢n· ·w!"ongly· assumes~ 1'.be !vanpah', po.....-e~ ',,' :', h ~ 
plant will be,oper-ating by 1984.. ' . 

• ,. ..... n • --, •• n , • ~.,,, ., ':. -'" • '. '< "r' " • • _~ ~ '" "'" 

:3 •.. The pr-ojec't'{ons, us.e· arlo "FOB Mine" pr-~c,e .. 
rather 'than~'i' delivereef ·p:-1ce .. ~ 

.1+. Ediso~ t S transpor-:a:ion costs are . ,- - _ ... , 

, " .( " ~--

, unrealis.tic. . ... , " ..,' ,; •. ,.'" .. ~~. " • 
'5.· ,,:rhe analYSis .c~esnLf t,.-" inc'l ud-e enyj,ronmenta'l"~. J-..~ _ ~,'.: :: • - ': :'~ ~l ... ' ... ~ 

. cleanup costs. " 
Conse'q'uent'lY, 'h'e" ;~quir~~:' ~n'; alh~~~at~' m~thod "ofassig~~ns' ~~l~~~t~·. ;'~'~ :.~ 

-. - ." .. , ........... ~ ~ ....... " . .. ,..., . .. .. , -'" Kaiparowits'.' ,._. . . - .. '" . ,'. " ' ~ ..... " .,.. ,-" -'''~ 

'. :~: He'o~s"e~~ed' ;b~t~ SDG&E, . Whi6b:' ow'ils' ~n': ~'q,uai i'~i~resf-: 1:;'~.::·~ ... ::: 
"-" .. ,,,.. ... "",.' " .. " , :--' -~ ~.. ,. " , 

Kaiparowits, ..ias current1y neg'otiating~ t.o sell' i.-;S~ sba,r£~'.,,~, A-cc~'~(iing-",·. 
to data pr6~i~~dCY- SDC&E, $9 ciil'i~~ w~scons1'd'ered'the" value' mo~t" '. 
likely to'l>e r-eceived;' for' its sh~r:~.'· "D"A~t'o~io- co~side~~:' ;ark~t.~';· " .... :~ 

, ~ ","", ,,~~' ". ~..... ........ ' ' .... '........ ,., :'" •• "_ ....... ' .. 'Ii.',,\<- , 

price th:e correct measure or' preser.t . value because, by'" defin5. tiOD: _ ,'" 
"""' ~.. . ,', .. ....,.. ...~. ' " ,.... , " 

tbe I:jarket price - o! an asse: is' tbe ~arket.'s- esti:late of' pr.es'ent 
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D'Antonio 1s'o1"i t.ical of" Edison ... sprice assumptions 'which~"he: 
charact:er1ze~ as' "1m?laus1bl~."·' ,.. ".',,;;:'::". 

, RegardiXlg natural-: gaspriees~·'DT·Ari,ton'io 'claims 'that: ,",' :'" 

. ...... " 

."" , 

Edison"s f~recasts demonstrate a basic" ignorance 'of micr:oe'coDomj;cs " 
and/or the natural sa"s market. He s:tates:that when the' natu~'lias 
market becomes c1eregulate<i, the price 'or all categor"ie's: of" 'gas will 
con.verge 'toward a mark'et cl-earing priee,' since unc1erderegul'at-ion: 'gas' 
will be a homogenous: commodfty" valued on 'the-basis 'of 'its~en-ergy: 
content. 

D' Anton~o 'states: that Ec1.1'son "s' rorec'astsdori;Yt ':sbow :any' " .. ". 
convergenee, toward a market cleariDgprice~: Instead: they' shoW' ga's: "', . 
escalating at a eons.tant 9S annually,betweell: 1985' and: 1995'",; He-" 
contends that Edison t s estimates: show no.: und:erstan<Ung 'of'supp-ly' and 
demand, since it gas' prices" increase as Edison predicts,: dem-arid'::fo'r ' 
natural gas- 'should fall rap1c1ly toward" zero: becaus'e gas' would' be- ,:." "': 
selling:at such a large premium' to :itssubstitutez..,,· ":., 

• . ' For: his own analysis: 1>' Anton'io assumed.: that real, :gas' prices 

• 

'Woulc1. rise 'by 1. 5~ annually, after, ~mparing~ the> results' wi th 

independeXlt es-ti1na tes prepared' by the Department Cif Energy: {DO~'r 3.nC1 ,.: 
the American: Ga's Associat1'otf (ACTA). He statez thatft: the AGA':' 

estimates are good estimates, then 'even t'he ", .. 5~ scena:rio'that he 
used is signifi'cantly biased in Edison"s favor,.··" " 

Regard:ing uranium pri~$,' D:Y Antonio analyzed three ,; . : :" 
forecasts and compared their results" w1'th' the "~5~" annual:real'~ ~r1ee ' , 
increase scenario. The three forecasts' are identIfied as "Industry," 
DOE, and the Cali'forl'lia Ene~sY c6~i~,s1~n (esc:") ~ D:~An~n:~o states 
that he does not: have, confic1ence" '1:]": any of", the,se :foree'as,ts. 

The "Industry~ estimates w~re' pr6v1ded~ by; Edi,s6n .. 
D' AntoniO states that these ezt1mate:~f" seem: reasonable: until 1994 when 
the price is fore~asted' to"increas~: b~. $20 . .'pe~ po~nd.'; a,,38.S% real . , 

priee increase in one year. He knows of no eventz that are expected 
to occur during 1993 that might cause such a large increase • 

, ',j 
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D'Ano:,o:uo ~i,n~s- .the.DOB; ,es.~lmat~s unre-lia'b-le- ,~ause.:_·t'hey.,'~' ~ 
a:-e in noo1nal. :-athe:- tba."l ree,l ~ c.olla:-s,. H.e; "s:tatee tha.t. Ec..i-eon:. ,:vas ~ 
specificall~_ .. !"equ.es.'t:ed 'to- provid,e a.ll',nu:lbers ,in' r-ea-l·, doll-a:-s.. He 
contends. that .. these -esticates.ca."'lnot ,be convert~ to real, d-o-llars'.'., .', 

" -'. ~ ~ . . -" ~ ,.., '" '" .' ." 
becaus.e ',,:e, .~,on·t know"'~hat i.n~lati.on~i21, 'b,e t.¢.r the nex:t: :15 ~ars;.\~·: 

D'Ar ... tonio tincs that the ' ,etc. es--t-i:lates are- un·reali·abl:e· ;>:"; -' . .",. . -.. ~ _.. . .. "., , . ". . 

beca:,tse:, t.hey~ -.arebase~on c.emanc.aS-$~ml>ti-on$ tba:'t a:.-e ve:::y~:u.nlike-ly ... ·,,~ .. 
::re p:-ovi,c.es. a."'lanalys1s, o'! d~l:lanc and. supply.; a."'ld, ,o'bse:r-ve:S: :that the ~:. ' 

adequacy of uraniUl:l supp:'y throug."l the :ic-1990s is not an issue: .. ' -Re ' 
states.tha,t: if o?t:i,mistiC demand ~timatesare correct,:~ :th'e' p:-ice 0:-
u:-anl.Utl. "'~!~ll p~.¢-ba.b-ly :'is'e f!'O:Cl. ·the" ','cu'r-re.!'l.t 'depressed: ~l>r,i~ee -._ '~. ,'~ .,"; ,~ '-". 

::rowever .. ,because- 01'·· lack o'!--.eemand,: $pot· pric'es .have-' .declinec= :in real:' 
te:-:s e,y~:ry, yea:- ·51.nce 1976;.· He clla:-a.cterizesthe CU1"rent :s't-ate: 'O~ .' ~. 
thenucl,~a:-.. i:lcust~:-ya.s ce:lla,psinea.''le.asse::--:ts: that~ i~ 'the. trend :.. .. ' ,: 
continues, the :-eal pr.ice Of'. ,u!":B.niue. ::light continue~ :f:all-l.:lg.' :.:Since ... ' "~: 

.' 

the p:-ice o~ u:-a!li1.!: ::lay. conti,nue, .inits, depr-esseC.,. state:,~, hes.tates._ ,. : • 
tha."l even t.he 1 .. 5% annual, realp:-.i¢:e-· i ncrea-se:cay see:: .teo--: :h'igh • .. , ' 

D'Antonio's- financial analysis st.ops.at.- t!le~'end <>1' ,19.%,.:sO-:;', . '. ,- ~ , ", ' , . 

that pro-jects. .tb.at proc.uce" energy-after: , .996. are. not:: c-ountec..~' ~,t: .thei:-:::. 
full value.· !n. order to account· for, this reyenue; he:~ de,ve-lo.P:e:d .. 'e.n ',-: ," 

- , >.'~ ,., . 

estimate 0.:- ex.p~cted. cas~. flo.""~ ai'te:!" 1996 ,be-seC.. on" estimat-ed casb:: ;.";: 
flows in 1996 and re::aining, 1i ves.-_;, The result e!~h.ie~¢alcu:lation ,:,"',: ~ 
was a total ?rese:~:t.: value of $46: lllil:'ion. .. lie-, the-n.: a-e.juste:d;. this 
:-esul t. in recegn~ tion o'! two: :"ac~o:-s:. . .. . ~, . 

, • The :ethod·, assuoes. that 1996 casb :fl'o~"S.) ,:- . -, ... 
cO:::ltinue :!'or the entire econo::lic life ef each 
project. . RoW-e .... er·, - at the' end 6"! a :project's 

. economic life it has- zero or negative- cash: . 
flow by de:-ini tion, because 0:" slo~~ed __ 
p:-oeuction and/or c'ost escalatien.," Thus~' 
using' .1 996 ca~h, !lows may substantially. 
overstate those that are likely to exist near 

. the end o!a p:-oject' s- li!'e'~, ~, . 
~ "," ,- " -'" 

") ,', .... '-'1 , ... 

,"-.. ,";'-" c r ~ .. "':. :: ,: ~ ',;,: 

- 27 -



•• 011 82-07-01 ALJ/vdl 
. '. 
- '. -# 

2. 'Ed1songives'Do estim'ate .of'the cost,S ..... ,. 
associated with 'projec't completion~'.sl,lch".:as. 
clean-up, plugging wells, and moving ',', ~ .. ,,,.' 
eQl)i;>Iten,t,.. 

... ~ ." ~ ~ 

-- ,~- _<' "I 

. ... 

.' 

Because or these factors he considers $46 million too' ~:high.. Be 
estimates thep.resent :value or 'post'-1'9'9S'cash . flow asapproX1mately' ,. 
$30 !:lilliori (1'11.1$' or 'm:rrius $10 lIli 1 l-iOll ). "::'.. ,,. 

~ Asshowlf 'above', D' Aritorifo cal'C:Ulates the-..'1982· :'pres'e:nt"" value .~.; 
of Mon'c)"s·· EEDA ::progra-m rrom' ":1-914 to' 996 ;~ '''betore ·ti,(:cr.e<fi·is ;" :'a3 :.': '", :; . ", 
negati ve S294 J:i'Ul'i¢n, 'U31og. the 9.41' '.:aiscount' r'ate·.·" Ai'tb'ou:gh 'MonO:'"'' ,.,~ 

has a '$110.5 :mfl'lion 'pre'sent ''va,lue 'or ·tax:cred'its 'irom 'pa$t 'J;O'$se~s;~': ,. :. : 

D' Antonici asserts tha~ti't is' not correct :ioine'lude 10~0~ 'oi'ailpas:'t·~·:· 

tax credIts' wi thoutconsider1.ng the ta:x'es Mono wi'l:f -9a'i ;~r;: torecastea '., 
pos1 ti ve 'ruture'· cash flow. - 'Using' :eer'tain' as'sumpti'ons :exl>laillea'i'ri: .:', 
his eXhibit, D'Antonio estimates $40 million as the presellt':value' of'·:·'':· 
rutu·re·taxes::.··· .. ': .".~. . ,:.:: ,:. ,.,~: .•. '" ... '-:: ........ ,.':.~'~ .. '.:. 

• 
. ....... D t A.n.to~i~~ s:a~:jtisted: ·'~ti~'tea' ~re,seIl~.· -:alue .. ~r:M~~~~)~~:~.D.~·:< 

program, ·is· as -follows·:, .. .' ..... .-. ... .. . . . ."-" ".' '.' ... _ .. "' .. '.~ .'~'~ 
...... ~ . " ' .. -; ::'~ ($O'O~) :';." "' .. .. ... ,. ., ';. ,:. ,.' ," '"'' 

, ' ", -
Item 

. '1-974-19'8': " 
.. 1,982-:199& -".- .. r ,.. _'" ~_ .• ,J .,' ". ,+ •• _ • 

Kaiparowits 
Post-1996 
l'ax:Cr,e<!1.ts:o{ '.91-4...,,:i,S&:t}-.' .'.' ,', 
Taxes (Post-1981) . . 

'. Net- 'Present Value: ...... ~" .. 
~ ..... , ,._~~:, r' ., .. w '''''r·'~·.'"' "','r,,:.,:", .. <":::.:-: ",:"~,~", ;'::::'):\'~ , .. ':'.",""', 

In ~!-s. t~rmsthiS: means. that if.. Edison's ra~~pay:~rs p().s~se~s~a .. ... : ,. , ... 
knowl'eage" of Mono',s p'ast .a~d. expectedfutur.e perrorl%;ance; .. '.they'.~~~ii.'.:·,,~ 

• • _. ".. > • • ,~ • • • " ~ ',' -' .~ .......e ". "" . ',' .... . ....,. '" 

be willing .. :to pay approxima.tely.$.:193 .43 mill.ion to ha.ve .~om.pl.etely, ... " . 
avoidedEEDA •. Sin~e Mono's. ,losse:s'. hav~"occu'rred. auring~~a . .'j)~~i,~'(Co;~~,,·" 
rapialy increasing energy prices and'- h1·gh·'profits. for" m'ost' '~.n~'rsY_·~ ~.' ..... , 

.... :- ,... ... ..... ': ".:' " .. ' . ' .. _ ': ,. ~ .. ~ ., . J...... '\ '".: .~. ~ ..I!.~ v .;~ ... -. ''''' ... < ...... ,.' -, ~."", 

companies, he claims that Mono's performance is worse. ~~. ~~la:ti~,e .... ",. . - ...... ~, --" ... ~ -,.. ...... ' .' ' ..... ''"'..,..... '''' \ 

terms than in absolute terms. 
D'Antonio also examines the EEDA concept, and ~1nd$ it 

4Itwanting. Be states that the purpose of EEDA is twofold: 
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, . To secureadd.itional_3upplies .. of, el'lergy/ .:t.hat 
otherw.rse'.:would .riot ''bea"va"ilable to·... :". . 
Califor'n.1a'~· :.. , ..... '" .'. :." .. "': : ,.~ '. :', ' ... ' !, •.. ' - .,'''''' 

'.' _.. • • ," - ~., ' ..... ~ < -.' -, .... ." 

2. 10 o'Otain needed energy at an adva'n:tage:ou's~· 

,~z:.1c~~)~; .-:~,.: ..... \ ''''.< .N ',' ',' ,~ .":~,.:": •• : ... :':'-;:; ;:: 

He argues _ tbat.there are reaso.ns :to,.~.xp,ect. .. EE~A w:oulC1 t'ai.l ... "i:: 

. .1 _ •• " ... 

D'Antonio contends that ,EEDA is ,a, cost.-plus program.-in· '., .'., 
r • , • ., '" .... '_. • ,., , • -or " hr .. ' ... ," .~ I u .. nO- ......... ,_... .- ,N I'" 

which the'.utili.tyinvest.s it.s It.O n-ey , and.recei·ves..a .g,u~an.t.eed· rate of 
< " •• ! ~. _,. . " i , ......... __ ' ... -..' ...... rl < .. .. .". ,....".,. , .... _ ,.... 

return trom,r,atepayer..s. ,.The ... ,utilit.y '..s r,e-t:urn.is. equa,l ~t.o,th-e most., ": :. 
',' ..j ...... ~ . ..,"' . -- ' . - . -'. " .... ' .... ' .. .., .,. -,.,.). .... . .- ~ ..... +-.. . "". 

recen,t authori.zee return on. rat.e .. 'ba's;e.: .It. is. not a--funet.ion.~O'f,·:_~·-::',:: 
- .... , :. _ • ., •• '. ,.", .~ •• ", _. "...... ~. - ... , .. < .. .'. ...., ·0' ~ __ ........ I.......... ~ .. , ........, '. 

performance. ~ .:r:hus,...,the. "utili tyhas. ,no eurrent< pro.fi.t ;i-neenti ve -t.o: ~" 
, •. ,. .,' _L... .. ~ 'L __ ... .... ~...... .,J ,~. _, .. ~. .' ..... ,. • _',. ", - ~ - ~ ._ ... -'I' .. • 

r:inimizec.os ts ,or ·evento !indener.g~ • .:::Eve?: t.he :r.egula;~r.y.::~la:g: ,-,': ::,~ .'. '~ 
,I, . ..,. .. .•. _. .. ,. ,. ~,. ~ .... . 

incent1v.e .of 'base. rates is .a'bsen.t. D·A.ntoni.o. cla.1ms,that.prof--1,t.s. .. ·can·,." 
_. .. ... < _, __ • ,. ._ ... ' _ .." .... , ~ _ __ ,.'.... _ _~, " •• _ '_ .+ ~_ ,A .- ~ , •• AI __ • .. '" ... r ',," 

be maximi.zeC1 .by .. .invest-ins.. in as, many.~pro,jects an&,'spend·ing.,as:'mu-eh·· "'-" 
,"" ., ,\..... <_ ,_ •• ,~. ., • ',.. .. .. " .' ..,., ',:. '. <" •• • "...... • ~... " ... v _ I.. ... _" .... ~. 

mone~, a~ :p~s~,'bl.e,., . , .... ,: -:' ~. ,<><",': .. : .: .", (,; .. ": C<'~: .• ," .:.',;: ~~ , •. ': ;1. ::,~, .. ~:' 
Fur'thern.ore, D' Antonio observes that the performa,n~.e: ,O;f ,:~h~' :.'.: 

EEDA. ,participan.t. is, seldom. ev.aluat.ed,: ,compared,w.1th. -o,ther,. ' . .. • 
co~pora~i;~; wh'~se 'pe;r;rma~ce 1's' "~v~lu~te'd'e~'e~;; .day~ :b;~~:~~~. ~OCk'" '" ...... 

• • _ .... , ..... '.... .' .'e ,~ " • ,,,t, .., 

market. He claims that his is the tirst. comprehensive finaneial 
.... j • 

analysis ever performed on an EEDA participant. With no ince,nti ve 'to 
obtain low-cost ·~eriergy;·:.eh~I:~:":i;·~rio~' reason to 'believe- ~:ha.f:iEDA 

. .,,"" _.' . .. \ ' .. 
participan'ts will proc'u.ee-' energy at lower cost than Call: :'oih:e.-r energy 

... ,...~.... -, <~ ... , • ', .... - ,., r- " _ ... -.;: ""omT'lanies. ':. ~ -: .. ' '~', .. ,,~ c,, -- ." , ,., 

... ~ :, t~·' ,~' ~ .... _~. ~ .. ~ :.: ·s 
D' Antonio 'con,te::lds that wbether;energymarke:ts:~:ar'e:: 

- ... .. , , ' •. '., ~ - ,. ,,...:: ' ... r', -.j' ,- ' ..... 

t.bemsel yes inherently, eomp.et.i ti ve is irrelevant";. -"He:·sia.:t:es-~:that if 
,.- ... <_ ,- ., , ... ,_. ~_, f ., ..... > .."... ~ 

energy markets are not competitive, .there ex.ist barriers to entry . 
which ra ise: pc't'~ritYal- '·ent.rarit';s c'o-~·ts :~'b~~ethe lei~:(' oi 't,be' ':d1;6:inknt 
fir~$':' "If' such' ba'r~ie';s :d'~not~' ~X.ist:,·t:h'k ma~ke't~'~r~':c'6~p~tl t:r;;e". ~~':';., 

..... ,f' ... _ ~.... ._ • -, ,. _. .'. - ,', __ :_' _ ... :" ..... h", .,: .,"::"'.--:- ~, :'." -:. I ... :':- • '.' ':\ c: -:;' ,:: ;: ... ~ ~ : -..,....'" ',L ';.~ 

If ener'gy ma'rk'e'ts' are uncom'peti ti'Ve " EEDA"participants will face 
'barriei--~: to': -e'ntritb~t.'; raise" ~th:eir', costs'ab~ov"~' ·th~~e':6r \he' ,:. :::~ ':. j', ::;.: : ,. 

oligopoii$ts:, 'pre'~etiting 'th:e' EED'A:' pirtidip'~n't's ir"'Om·· 'pr6duc1~?=-ene:igy-;:: .. : '~, 
at comp:e'i:rtive-: pr-:ic'e'~:: " ~ .. ": :;', '~ .. , '.. :' -: v:': ., .' ::~. " ~ ,',::, ':,!" ,:; ':; .::,' ,; ::,::::.::: 

T.~" ... ' .~:.':, :~ -:: ::' ,,~:. :~ ~.i~: ":t~ ~ ~ ') J 

.' .. ", ....... '~ .. ~ ~ ,-' .. 
... J" ... , '~.., 

'~ ,.. .~ "- , 
........... -
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~ '" ' ... "' .• - - ,,,,,," - .. "" ," .', t' ."~ ...... ,~. , ..... 

,. :: ~""Anto'nio' 'c'oe:i agree' ~hat "EED'A ea'.o 'pot'exltla'l!y 'yie'lct a 
st.a~le ~uPl>r;r :Of' enerF!3 ~1'; parii'c11'ani'i are:' s1ve'c: ~e~ou~ ::moriei'~~' 

',- /" . 

However, ~he' 'argue's- thai' Cal"tforn'1a 63:n;obtainstaole" =~'ppil~~:-:at' ' 

... " ...... -.' ' ........ -

lower p-rices bY way of long~teim contracts -With- -'r'eliabi~~ ;'s~pPlier~. 
He 's'tates ·tnat- the EED'k'~1>rogral:c ;is" ve'ririSky'''Qy''eonira:;t~~:'~~i'o~e':'' .. 
authori'zins r~nct:s for EEIiA p' lie' have'.oo·'C'idea, ~of ::ho~"t':fi~"eb:t~e -~nergy': , : ~' 
'10:11-1' ~o'st ~we''"don 't eVen- kIlo'lo: if ene'rogy '10:111 oe fOund.:a ' 'Hi"stat'es: ,': ,; 
that, we doO'·t even kno~ the 'capabi-l'i'ty 'or :EEDA ;'man'aie;s;;' :Ene-r'iY'~~':" .. 
exploratioo.:i,S' a-:riiky' b'usi'ness p:' 'made even 'r'1sk1~:r "wtferi cyou ::d~ori"-:£:': ,. 

u '0 I."·, .• ' ,....' .' _, . ' ..... ." , " ," ',.. "I -; ',. ,~. ~,..: ,-.'......... "'"/ ••• , ...... "1 ~' ;; , 

know who 'w11'lmanage "your money.~·' -With 'long:..term' ~eont'ra'ct":s 'tn-ere' 'is ~ 
. - .... "·1 < , ........ , • ,', ......... ~~ ..... ;:: .... ' ,". < ... : ''', "', .. " .,..;- "'i" ::. 

no eomparao--'l-e ri:sk- I>'rlees are eit.her fixed' or'call" be""ba-se'd 'on':'kIlown 
eseaIa"t~i¢n .·fa:ei"or$.-""'~ :- ~ .~:. ~. w~.' ':.~' :'~-.". ,,~.'.r. .':, >, ':; .;,'" \~,. ~~ :.: ~.~ \., ..... ', ~ - ~ ~ .::):' 

,As':-an': :trid*n'd~rit' eons±derati'on',D 'Anton'!'o'¢b;erv'es' 'th'ai: ~,<, ,,' 
t.here is no':,meehatt!-sm !ri 'EEI>A~ to' matehtbe t1m1-ri"go'i COS't3 a-n~'" , , 
oen-e!1t:s :sO: 'tha't 'one group of ra-t~aiers maysu~s1a£z'e~ anothe;r~.- . :Ere ' . ' . 

• 
states that. witb Edison's EEDA program it seems likely that the i9f5~:' 
1985 ·rat~paye'rs wnl~.pay most "or: ~the: cos't'sof'ab'a'idon:e<r ':p;;jects, and 

• 

.. ... • •• ...... • c _ • .".' ... '" -..... ...,~ • ",,' '"" • _"" -: ...... ,J ,." r' ," "I " .-~ ..... : .... ,.... -- ""'\ ........ , \} 

t~ 198"5-2000- 'ratepayers' -,.,.111 recd ve most 'of "'the bene'f1"ts· -t"rom" - -" .' 
energy proC1~tiox:-.", '. ",. ,. ',':-: .. ': " ."':.~ :': ,/:~:-=,. j '/,'; - .:: ,: ~ ::.' " 

" ,As, 'a-' ,further 'c-M:tj,ciiiill'-o''fthe' ESDi' 'pro'c:eau're~, ;D7rJ.:ntC;n7io:'" ... ::: :. 
contends th-a't ,'the :rate- :6f: T:etu'rn 'allo'lo:ea on' EEDk'11l've$tments' ::ts.' tOd ::;, 

~, .-'" ,.. . _ • .". ,~'"', ... "' ~... ,". ~ '., . ,.,~' ..,. ..... n......,... >-.... ..' , ,..... ." " ...... 
high"., Here-aches t.his': conelu:sio.o ba'sea' on'an" -ana'lysis' 'or- 'rel'a'tive '. +, 

riskS-.' :. ": :." - -' - ... ," '-" .. :: ,." .. ~ ... '" :::~.' ,;. :.:' ::.:. '::, :.: .,: ,7 ~~:'.~:.: ~~ 

By D. 88121 l>artieipcrt-i~'g- uti:fitie~s 'ar-e= ;autho~izea "a:: ;rate~ "o:r-:~ 
return~on' approvea EEDA-" pro Jeets- eq-aa-l :to the- mo'st' r'eeent": ':rate of 
return·~ :au-tnorize:(!: to-tl'ie-ut:iJ:fty e' :. -'!he:; autho-r!ied';ra:ie~:of -r:etl.irrt '''is' :,~; 
compos'ecf·' 'of "returns' on 'common: "e-qui'ty, l>referre'c{ s toek~::: -and; ;"<fe b'i~: ; ea'ch: .:, 
muJ::ti:l>l-i'ea: by :1 tiS: pereentage of"' the capital stru'eture ." lb~se';~i:~-';'~:i ~ 
are to compensate investors for the risk they face il'J~>:holcf{ng>ibe-:'" ~ -
seeu:r1ti~s' ~r'a: ut"ili:'ty :coiporat'1on'~' 

10 ' ,-" 

- 3,...· -- v"'-
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, '.,r - ' .. ~.- ':" .. ' -.. ~ e' 
D' Antonio points cou.t.tha:t Ed.ison. .is i t.self~. an, ·investor in 

~, •. ~ :.:. '", ,""~ ::."_...... ."" '''' ~ , '_ " .... ' ,,-"." • __ _', '·L • .f • - ... - '" '. ~ .... '- ~ 

EEDA. l'hU3, .it i~ .3.'pl)ropr1ate, tor. Ed.i30n. .. to receive. ,a return..tllat, 1", , , 
~ ',',.' } ".. I .•• ,' ..... • .... ,. " ~._. ''''~ ' .. ' .... ' -'~"'."'- • ,I., • , 

commens.urate wi.th the risk. it incurs in .. making, this inv:e~tmen.t •. ,-:", ,:~.' . ' : .. _. .. ' c. ~.. . ..... ," ." . . '0- ~, • "I .., • • ' 

. D' Ant.onio states that Eeison "r.eeeive~ a .. guaranteec1.."rate ,or . 
. .••.• : .~ ~. " ..... _.~ ....... ' •• ,' ... ~ . '"'" ',".. • ,~'" ." '_... ,~.'" '_ ..., ~. ~ ...... , '. 1', • " 

return on its Mono investment "since Ec1ison. .is .. comp-ensa·ted. d.ollar,ror .. :. 
:" ~. , ,..: _. ", ~~, • ~, ~ .", "', ..' '.... ',,.. _ ,_" ,_ , :.... '.. ., •. , •• " ..•• c' ,_ . _ .. ',", '" 

dollar. He ei.stinguishes this ~ractiee rrom the general ,rate. case.", .. 
• '~ y. ,~ .,' " _'" _ ,., ",' '.' ,. r. _, ". .' ,_ ,_ • ". _ '. '.' , ......... , ". -. _..... L ' ...... ,' 

proce'du.re ...... here revenues and expenses are, suojec,t to :Corec,ast. ~r:r.or:. •... ,~ 
· ~ .. , . ~ " ..... .", ... ..' . - , ...... . 

He asse~t.s :t.ha t .the r:iskon .th.i.sinvestmen.t is. l,.~. ~an the. .:!:,.1sk. o:f. ~' 
'. # • ,. .,' ~, .'" " , " ,,' J '~, .'~ ., ••• - '-. "....' .. ' 

a long-term ctebt inve~U!lent, because. Edison .. ' s return ,on· Mono. ,is .. , .. , , 
.,' ' -:' - .... .',. ~,' • ,'; ". • ~ ',. '-, ~'. , ... ~. _. I.' .' .' ~_ " ..... ~~, .' ~',' .. 

ao.j uS.te.d, t.,o,r changes .. iIl. _ma~ket cond~tio.nsever~t.wo,yea~~ !1~~n .~,;th~".~.~:: 
Commi~ssi.~nadj';~ts ·E-dison'-s. 'r~te .or r'etu~:l. ,Thus:, _~nli.ke .1.9:ng~t:e~m~ ,':' 

;~..... &.' •.• ... ". _. '_ _ .' •• J +1 ..... .. _..,. • " '. •• - ~ • 

deot, there is no risk of having money tied up in ol.d;,-l~~-::Y'.iel~~inj>:,::::;.: 

secur.i ties. while "yields ... !l.a ve i.:).crea.sed· -d.u~ to:chaDgins; mark~:t 
• ,. - .• - I • .... _,,_., .".... - - - ~'.>-.. ,,~ 

cODdi tions. .Thus th.e .risk or inves.tmen.t.. is·e:oI:l?arabl~.to..~an)::_.: -~.:.::. 
~ ~ .. , ~'" - "" " .. ' '-' ..... ",,- ,,'.- , 

inves:tmen.t. ina t.wo-year bond.. that, also. yields:, ~ .:fixe~_::~,~ur:~ :(~r: ·t~o::: 
_ ~....... _.' " ... .-.~. , • ..' ...' , ,,0.'" .... _"''' • 

",." ... ,' , .... .., . ... " ........ ' .. .. ..... ~" .'. ,.,. .... " ' . 
_ D' Antoni,o .c.on.tend..$ . that in...no. .way . .l.s Ed.ison.' s i.nv,es-tmen·ti·n;:" 

• , ... ,' .....' .. ~.... .~ .: ow " • ..., ~ _ • ~ _ ... 0' ,. _ ... ~ '.' 01...· "... ..... ~ _ V' - -." "\. .' '.' 

e 
Mono comparable .. to. an eq,uity .~nv:estme.n.t... H-eobserves."that.· ,~~~Il'S' on~,~ 

, ... • _. ".,.~ _. , • .... ".. _ '.. Jo .... • .. '~, • ...,' _, -. ".... '.'" .. ' • .. - "' -- ...... ~ 

an eq,uit.y invest.ment are not fixed even for a day, fluc.t.ua.t.ing.-:; ';'.~'"';'~," .. , 
- < ....... .- • ...... ~,~ ,. '_. 

constan:ely w.ith th~ to.r.t.Wles.·ot the . corporation... , H.e..~deserit>es this 
. .: ... ' ., ..... ,.- '. ~- -' - - "'y ,', ~ ~.... .' • • -- '. .• • - , ,. ...... - " ,. -.... • .... - , ,-

as the. esse.o.ce. ,ot. eQuityr.isk -,. a constant. .tluc-tuati.on i·n ·t.he- valu~ ,." "I 
_ ..... ., .~ ."+ ,01.', ........,' .... ,.' .... • . .... ." ,',. _ _ d. • _ ~ ,......., .. -........... '.' ",01 '.' - ... 

of the. inyes:t.ment, basect on. the company:.'s .per.f.ormanee:. ;' He., ar·gues t.hat.::-: 
• •• - •• - - '. - -. •• - • ~ " " <. • ... " •• • ---- ~ . ., , ,~. • • . .... ' 

Edison takes no such risk. Its return is not a function of Mono's;,:.:; ~ 

per.formance and d.oes. not. constan,tly change. ,.' .. _ : .. _ . ~ 
"_0' " " . '. ., ••• , '.. " --. , ,'" '. 

]) ',Antonio concludes that Edison. should- nO.t :re,e~iy~: ~uity~ .:.:'~ 
~ • _, ., ,.. • ~ ~. "' ~ .,.,' ,~ ,'" .... , ,J '. " _ _ , • 

returns ... on. i.ts.. EEDA inve . .s.t.me!l.t. .. because,the ris.kis. :no.~.;.epm~,r:able: ;.t~:.·-
•• _ ,&..J ..... ~_ ..... , ,.' ... ,~ .... ~ ., ..... ~'- ...... ' ••• - .... 

an eQ.uity invest:lent.. 'to more .fairly .compensate Edison ·ror -i·t,s...ri·sk .. "" : .~. .' .....: -:. ~~ _ _ ~ , c.: .. ,., _.. .... _. • ' .. '. , .. ,., " ... " . ,- ~.... '.. ., .. - ........ . , - - '.. ..... .'."-

i t~ .sho.ul.d r:ec,ei ve a .. return no gr.e ate r .. than the.. yi~d.:: 0%1.new~ ~~-!l.e.~: .o.f..:-:: 
',~ .. ,_''' ....... ~.\."+ ,' .. I _ .. • .... ~ __ ~ ._r .... ,"'" .,,~ ............. ,., .... "'~' , 

its lons-t;~!~~_~bt~~ ... : ~~';~"':i'::: '~C"'";"",:".;~'\',':~ :~::~:-:':::;·'~:::o'.:, .:).;; ,:,"';':; 
Based on his analysis D' An.tonio .. draws ,two- major -conclu'zion's:·· ..... ,.' ..... ~ ... ,'~ ... ~-.- ... ',.~- ........... -" ... ",,,~, ' -.. ..... 

e 
- ~t,-- ..., ': -
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" ... ; ~. '"'" 

. 1 • The greater majority .of :",Califo~nia "experience:: ,,:" ; ~~.:::, ~;,,~ 
with EEDA" is' Mono's EEDA program. Mono' s ~ , "~'" 
program: has "been'a' "big'~loser,. 'With an:: ,,',' ,. '. -, " - '" ' '. 
expected ,net ~ presen t value of ~$19 3,' "',: ~ _. ':,::' ~'" million. ' ,.' ' 

2;EEDA±s'a;cias~ic ease of bad economies. Our 

Based on hi's 

1 • 

econom1e·systet:l~1.soase<1'onmonetary" ' ',';" ' 
compensation as a reward for providing a 
useful service or product. Under EEDA the 
participants receive monetary rewards even ,', 
wi thout, providing a useful ,product. They:, 
have little incentive to find and produce, 
energy at minimum cost. 'Thus, eozt-plus' , 
programs should "be ,avoidedwheneverpossiole,:: , . 
and they can be easily avoided in the ease of 
energy used to generate electricity. 

conclusions' he offers ,four reeommend'a tioris:' 
Imme<1iately-'a"bolishthe :EEDA ·mech.anism •• ', 

2. Require Edison'and SDG&E ,'to just1fy:that 
continued EEDA funding ,for approvedp~ojects 
is clearly.,. beyond any reasonable doubt, in 
their ratepayers interest.· Project'sthat'·, 
can't ,be justified. ,should be eithersol(1, ox: 
written off in accordance with existing lE:EDA 
accounting procedure-s. ",-

3. Ord'erE<1:tson'ancf -SDG&E to keep exp~eridttures ~ .,'. 
on existing, ,proj,eetsat the practie,al ,minimum:,' 
during the Justification phase. 

4. Change ·the rate of return authoriiea on , 
approved EE!)A; .in\"estment5 to no grea'ter;thari : -: 

, .~, 

" , 

the particj.pa.nt: ';"s . yield ,~on ~n~ is,sue:5:::ot; long- .. '~ ";:':~ ': .,',,"; 
-. term cre~t.. \' ',: ',' :'" ',:.~!:,: ~;:;'_~ :-::.':':;~::'~.".,::::'.:, 

.;;;.U..,;;twi;;;;.ll-.·. t~Y,-=-R.;..;e_b;..,;;;u;..,;;;t_t_a_:l ' " ., - ','" 
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.: .... ..1'4 \v_-i'\. .' 
hi~ ~epo~t. The exhibit does not examine Johnson's analytical 

'.... ~ 
methods; ra ther', ,'the ;,:wi tnc5S ': in tended. -':oo1y : to ,correct ma t,h~ma ti cal 

, ~, •• ~ '" • , TO- '_ ..... '" ".', • " , -, ~ " • • •• ,.,,.... .... 

calculations, us~="~!' data ,(such: ~s',incorr.ectiyt~kini~~',~number from 
the wrong column or l-ine of a'~data reqtlest"reipons~): ;,':'and: 

,. .. "''*' .... - _ .... -
misint.erpret.at.ion of data. For purposes.of,this,testimony Davis 

....... : \ . : .. ; .. ·.~.r::-~ '.~, .~.':... ,..: ... ',~.~",~; ;,i ....... ..".,~,'".."",..,-...I ).~ ',/'" .1 .............. ..-,\00.,. f'''' 

limi t.ed herself to er~or:s",that.~are,equal.:to,>or,,:greater=,tban $10 
million. '.".:'~~_:~/:~"''::~ .' ........ ~~.,~.~ . .1.'~ •. : :':i·: .. "!<:'.-:. •. ;~,;.:,:",:~\~~::.::;.:~ 

-, .. .:' :< ~.," .... ~.,~: ~ ~~ . or:" ~ ., .: .) .. ~ ',:: ":: ::' ..... :. ...: "/ '": ~:. :~~ ,.: :..; ': G ~.~ :...; 
The di!'~erE;~~e, -.,in presen t::value s between ::Jol:mson' s 

calculations and ":Davis '~u~ing ~the ~:same'data 'aric!'":the~sam~'::methodology 
is $' 36.4 :111l10n: ~ ''Ih~$ ;Davi;':~h~~S\l:p~;:if1 ve'pr.ese~~~:';alue of _......... . ..., ..... ,' . - . ." .. " 

$34.4 million:~'although··sbe·~c!oes,:-not::agree with :'or;;a~~ept~Johnson' s 
approach. ',::: '~.;~, .:,. '~~, '~.; .. :~ ~;' ~ ~.~ ,". ;; , ,:' ~.,::~ ':~~::: ':,"; / ~ ~': ~;' :~;~~;~, :~~ 

The purposeo!1Jhelan' s ,:tes~imony was :::tOo ,:.add.'ress on :~a::;: ~<",; ,:: 
_ .• T,..,.. _ ". ~. • ... 

conceptual level t~e :a:Il~.~rse:s,' ~hat "werepe~f;or~~,d.=by' ;:J'~llnson ~and 
D' Antonio and to respoo;c ..:toJ~' Antollio~s .. recommen<:rat±on::-tb:at .the rate 
of return authorized, ,:on',a'pprovedEEDA±nvesim~nts':shO,;id"":~e limited 
t.o the yiela ori·new,)~S:su~'~ ... ~o!. ;l:~~~-t:~r'm~:de;t~;,:~'S:b;.:~'C'~e~;;deS that • 

, . • .' .... " ,,-,\ "'-', '~. ", • '. , , "~I ..... r -" .... -,' ...... tn\ 

their financiar'=ana1yses' ·":a're i'nappropriat'e 'and ,~~' Anto,n,i,o '"s rate of 
: : :': .,', ~ .. ' -~ .' .:~ -..:, ~:. \ .. : ,.~ ~. \ .. ; ,: ',:-:-; .. , :."'~ ,:;. ':.:, ',~" . ~ ..... : .. ,': ~: .. /..." 'I ..... ~ II'> 

return adjust.ment should be disregar:d.:ed:... ~,.,'" ::c .",,,;' ~-: '..::':,; ~:., 

Whelan, ..asserts ... that"t>oth ~~ohn3.on ,..and.: :D;~A,o:t.o:ni~ .:have~ 
atte:pted to ~'add:~;:~ ~,t~,;'~:~~'i~;;t~ an-d :-1:ncrepelid~nt:.:'i'$·s\ies;Cthrough a 

Single financial analysis. '~ih~ ~fi;s:~'issu~ ~t~~ Wh{cti'~~~~~~efers is 
" ,. .. ," "t c, -. .~ ' •• " .', "'< ,. ,;, • .. )..,,' ~ •• ; ,... '~l -:" .'" ~., ..... 

whether Mono's; i.nve:~t~enis~ba~e ~n,~.f'i~nao>c:ially, b:end±¢;al to the 
• - .... .',". '., ~ ~~ "-, ., .... ' •• -, ' •• ,...., "' ;-, • , ... *!, 

ratepayers. -:.The, second;"is '.ol'hetner·there -is''e\l,rrently 3'ny. financial 
.';>wt:}iIIf/I ::'~,_v 

justification fer cont.inuing with ratepayer exp.lorationand.",,~ "'~ _ -', _," 
.:.. ••• )...: "" , ••• )' \.. .• ~ t' It., ................. '. 

develop~ent programs_" ..' ~... .. .... ~ .... "''',,. -::~'----""-.-.--' 
..... _ ., ."''-,_ • -"4 ... <.- ,_."", -" ~ j .. t- -..; ,~_,t' ... :"' .... .,., ..... ',,...- ~:, _ A,,,*,, .. _'f.'" .... _._ 

~ - 'v.'Oeran a'rgues t~ia£ 'the' 'two vissues should be .. consicered., .~ 
'.~ ,,:-- .. ~. -~.,:; -'"',,:': .'~:",':.,:~', .... ,.:.':_~ ,::I;·'.":·~'·:'·:':'.l ~:,: ~J~>,,;.,')''':;',;; \;";".,,,. \ .. , ....... ~-... .'~ .\.0. 

separat'elY 'and independen'tly because: first, tbe basiC obje,ct,ives_~,., . ~ 
"~; '<, ~,.', ":- :-.;':,' ,~" ''''':~~.:---.':'''' '.,""":'01 '.:: .... ; ~.: .. ::'}.~,..;.~ ,,:::, .. :--,'1<." , .... ~~"_·.;·I .. }. I •• ::. .... I .... '~(~/ .. ~ 

for examini'ngt.he t.wo issues are different, and second, except ,:e.o,,_tbe,., _'. 
W> \ ....... 6.AoiI .",,,, ',,' .. '" .. '.,. 

extent that new knowledge may be gained from past eXp'eri~nce~~ past 
... ,. ~ ,. _ .. .-- - """,.. ", :1.... ::; '; ,'~ -,..' ',,':-; ': ,,;~ ,.. .:; ' .. , '.J .~. ~ I~:' ... '/ .', ..... ~: 0 e ~.~~: r:'. ,-' :.. 'j ....... ,.;.. 

performa:Ilc'e '1s irrelevant to an" analysiS of f.uture, ,eyt:,n~s_ •. , Sh~, ~ ~ , ...... -',,,. 
--:::. :--:4~i,_:.1._ .. #-.. • .... , ........ , ........ ; ~..;: .~.:~!;~ .... ~~:c', .... ~~.: '>,:,;:,:! "';._':")~,:)_~J.J ~--:T_I;",!.I .... ::':\\;_...,tl<":·""~_\..o""~,,,, 
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• 

:states: :that:an: analysis: o~~h:t'st:oM.eaJ: '~perrormanfgel '-is~ma:de oj;'; :~',~~:"."" ~:~~.~ 
learni1lg<J>urposes 'only. ~'T~':va:l:Ue,'Of:::studyini' the- ~as:i ~1~e:~(id ':tb~~::~ 
kllow-ledge ancL understan<f1n~g ':that: ean:"De ::giinid :'anct a:J;p:l:1'e:d :wb~ti;-;(;~~ . -::: 
making future .(reei.s.l.ons.·:, ~" -,;~: ~,' . :~ :': '': , .. - -~, ,:. ':;;: .. '; -::.:; :;,';.' :'::. ': .:, ::;:,::~: 

.~ , Whelan:contend'S: tha't ':a:n~"analys1:i :01 ·exPe'eteci':p~~t"!;r"ri;i.n:i!e' --is' t': 
made when there are l1lut'ually ·exelusfve 'al~atives' a'vanabl'e -fo;' ',~ <~ 
investing fUllds , such. as-· c¢ntinuin'g with ,the 'EEDAprOira:iii'/ or -. -:' ",,~ ,.,:,.: 
terminating it and relying on others to deve-ropreQu:i=r'ecr' :ene~'gy ~-- :,,~ 
supplies. Regardless of the al ternati ve action.;iha:t.-.;£i-a<fol>'t~/ :~t~::·", 
past ooviously re:maiU3- the same:~~': :!hus sne-'conclucfe~: the~"past is 
irr:el;evant w-hen a c1e'c:ision regardi:llg~',tlle ftiture- '-mi.£st :bei:made'. ,~-

, Whelan further- oos.erves "that Johns'Ou 'and ':0 ;:kton1;'onii 
analyzed the .!':.lnaneial aspects-of' Mono"s' perlorma-nee'~~ ':~e s:ta:te'~' 

,"". 

that ,the decision to make' an investment may bebas'ecf ·on: reaso:is :oth~:r::': 
tnan financial gain. Also, by using historical cash flows 'thai ~,,',,~ ,,~ ': 
include. all inv.estmentcosts.,the' actua'l 'imp'act'on :the :ra.tepayer is 
distor"uc1·. ,The- cost' 'to.·the ratel)ayer"ha:f ·l:>een:strfet-lY that-'wbt'ch ' ,~.:' 
has, b:een paid through.t.he tuel service eharge.: -Th'!s 'is 'an~ :.amount' .:~, ' 
considerab-ly less than'the amount" :tbat hasbeen:1nvested"'to:: d.a:t'e~:', ,~;(; 
She states that since eXJ>lora tfOll" ,and ,developllient', 'proje:ct:s:' ~are':' ::. ~",'~ :'. 

generally long-term: .'investments ,there may' oe;'suo~-tant:tai :~p-iroti't'::'''' .. : '; 
costs, that, must be incurred betore-t1tianeial:oenei1ts~ will? s~ta.ri: ~t6'::'<~':' 
accrue .. ~ , She complains that:: oy: present valuing' hi-stori:e'S.'f :cra:~: a~~ : "':.: ~ 
D' Antoni.o did " historical· 'event-s are d'1stortecf' 0:" the': apl>li~'ati'drior; :,.~ 

" ,." ..., ....... , ~. • ...... J",' ........ t" .' ~ • , ... : .. ' " 

uncertain ,factors.. She a'rgu-es ,that th:e type or· finanei'3.'l~frlPllt -tba t ~ 

the Commission ueeds, when. dec:td·1ng' whetherthEt 'EEDA:' p'rog:.ain::~sh:Ould.be,:,:, 
COIl tinued·, . or- terminated:: ,1st-he: total 'eost to:~ the-ratepayer~ 'oi 'e~a:ch~' -,~:~ 
or the al,ternatives. Wll-elan states:' tbat: neither Jobnson 'lio'r ;~;::.::':~.: ".:.:::: 
D'Antonio proVided that 1nforma'tion.. ,,:-':::;''':-:',12 .• ' :,;;,: "~. <'<, "--. 

" ~ 

, ' Regarding' tlle, rate .. o~'returri·'eque:stiOn'-·· Whe'l-an~<asierts that 
, « .. _,". -. f" ' ( •• r .... ' ,,~~"'" r-. ,'" .... '. "") .- ," , ..... 

the: money: Edi:son advances to~ MonO" eome:s from" Edison '-s-"l>ondho!d'er's· '<iller'" 
. "I· j" ,."" 

. , ~ ~.... '".... ..., 

• .., '.' 

... - " . 
. '~ .~ ,.., 

r...':!: ,~,,:: ::,.~.::. :.~1 .. ~"~ .>r; 

O~... ~;! r:t 8- '": ~:~ ~~, ~~ .-:< ... ~' .:~ :~ . 
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"hareholc1e~ . .s •.. Ec1ison general.lydOoeS; "nO:t~r:ai~~. ext.er..na-l. !'uncts~:f.o%'"'··:··:,:-':: 

~ ... '.. . ' ~ .... - ..... ~ .... " . -...', ,. ".' >. _. 

specific ,projects - the cost or mon.ey,· to. ',Ed..i·son ,is: the: :S3.1n'e':. ::w-.he:th.er::, ~ 

tne~oney- 1:S ·1n';e's,tec. in -M~~o.;r" .1'~ a. "~enera~in.g..plan:t:_~'"' She· arsues.:·:-: 
•• ' •. ~ ~ ~~ .'. -..- ,J' "..,' .- • ". 

that it is this cost of.' coney to Ec1ison that is.¢O:r~c-tly J,ei-n.g:: ~ .. ":.,,;,.:.'; 

r~.c.over..ed .. ,0_0: EED~ ~ve,stI:len.ts •. ; .~_i:::u.:ting .~the:- r.e:t.ur,n:·:to -the .yield 00 

new long-t~m d.e1:>.t. w,ould.ce..ny Ed.iso.o,'~s. :.eQ.uity',uv.esto·rs .. the~: ;-..: ..... ,; :::~.:", 
,'_, ". "4, ''"'_ .", • .-.. .. • .,'. -" ~. .... ... ,->-' < .. 

opportuni ty to., earn. .4 ·f-air and. .-reasooao1-e-. .:.re:t.Ur%l; OIli._that ~or't:ton:;:O~":,~ ~ 
,;. of "., ,I • i~ '",. ~ ( .... ',." _. • ~,. • 

their func1s .. inves.t.ed....in.Mono .. · ~." .~ . ..-:::;~ ',:,~. '~~;":~>-':'~:: .:":: .:::.;'::~~'~~:'; .. ::~;<" 
" ... '#.... 'V ' •. , ....... ,,-' ..... - ,", ' .............. " ,..' ." 

Contentions or the .Parties.:,.. ~ -:: .~ :. :, ' .. ~;, .' ;, ": .. :~ ~:,.; ..... ~~. ,..: .• ::: - .; 
We ,will. :first,. ,.ex.ami·n,e t.he -eoc.tent.io.ns· of· .. the'-part1& v:':: .:; .:.:.~.~ 

" .' -~ -,' '" ' .. ... . _ ... , .'. ~ . _...... . - -- ~ , ". . . 

regarding the major policy question :wh~th-er tne .. EEDk mechan·ism' ·shOu·I<f. .~ 
.. 'J '. , ~.', - -. -'. • 

be term!na ted... .l.!', the. :neehan.i~m ·is.- ·retaJ.ne<1:.~: we. :'w1ll: ad.<1res·s whether 
it Sh~ulc1' .b~~~i!',ie~,~ i~~~a;;g~th.~' ;~te, .ot"~tur.n: ·.issue:.. ,·.tt :th~,~~·· .~. , .. ~ 

'- . 
mechanis:n ... is ter.m.1nated.., .we . w1:11; ,add.:ress,: .the~ var-i-ous' pr.oposals :to.r :' .. ' -:" 

. , ..... - ~." ..... ,. . - .... -.,' -" " - ,-

termination. .' . .. ~ '. . .. .' 
."" ..., . -.. .:. ,/' .' ." -'~ .. - .... 

-..... . ,. 

... '. Edison. eontenc1s. t.hat EEDA. eontinu.es .. to .~be.a· 'So.und .eoneep.t: ': ::~ 
'. '. '. ~ -~ _....... . 

that .should be $upportedby :the. ra tepayers·. .Edison: .Ob.$erves :t·'ha·t'::' ':'.: .. ~ . . ' ... -.' .. ~.. . '" .... . ~ ., 

"perturbations" in energy, market.s. have. been. the. rul'e.·-rathe:r:than:' ·tbe:· .:: 
..... ~ _ '". '" _, r'-T .' '" 

exception sioce the .. Comr:.1s.sion.'sear11e~.~v1ew:- O'f.' .Edi30n..' s.::,EED'A.::. "':: ',: . 
• ,".... • ••• 0' f ,..... --

projeots. " £dis,on ,warns that-· a, C_oC?iss.i~n d-e:ei:sion·.:r-egar.cU.n.g .~th.e~; ..:: '':;' 
.,. .~ .,.... .,' .... - " -

va11c11,ty ~ot: EEDA shoulc1 no~, give undue ~e1·ght .t~, .the:;'$h~-:t.erm:: .. ·~ .: .'.;; 
enVi.ronment.: ·oi·t~c.ay ~.~ e~e·rg:/ .:la.rke:c,.. .charae~ter"iz:e<1~ oy.~ tran:s.ient.~ and ,:: 

.- '.' ',,' -' .,,".~.- ,'. ..,""~, .... ~~ .. -. . -- , 

extreme fl:uctuations that are d1:ft:1oul,t: to:-: tor:eeast·and.:,prove:: t~·,:· .: ': ~'. 

misleaC1 .• " 'Ec'iso~ st'~t~s th.a~'. 'whe~: its ESDi.program-: w:as:approved. .. ·in: ,,' . :~ 
- - ',. .,., . , .~ ... ,. . 

1977 . its. projects were orien-te<1towar,d.·· ,a (u.tu're that was'lllleertai'n-: in"· ~ 
many resp-eets,~ :n-ot th~leas.t .~.f .• 'Wh1.Ch: ,were. energy..: re3ouree: ':'.' .;. '. :'-":::,, 

av~il~~ii~ty, '3Jl~~' p~ie~-. Edi~~: ,claim~" tlla:tthose~' energy: ma·rke·t=':-~"':: .. ::: 
conc1i tions ,are n.o, lesssigni.fiean·t:. tod.ay; than' when Ed1·son.:' ~"': :EED'A :: ,~ . .:: '.~:':' 

- '- ' .. -

program was ,approved.. 
• l' •• 

. ,"':': . __ .; :: .. ;"/ c'"':';~ <;, ,-NO:: ,:.~: " ,"j, ' .... 

II ,~... ,'" •• ' ~"~ .,.... .' 

.~,~', .ConseQ.uently EdisoJ:l: argu-es:t.ba:t.:;; sup-erverdng'" eV"e.l:).t.s:~ and 
'.,." ~ . . ", •. - '., '. .. 

conditions. have. Dot al tered." theeommon-; sense" p-rudence ,::' and:': f'ores1:ght~·":· 
reflectec1' in: th~ C~mmi:5~1~n', 3 or1gina1 EEDA dee1si~n, D .8S1 21 • 

Ec11son refers to the criteria for EEDA funding stated. in that 
c1ec1~1on: 

• 

• 
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............. A ,'" ... 
.<'~" "''"', ....... -.- .,. ~ .... , ~ ...-

, .. se~~re adC!i tional . ~u1>1>11esof energy:' that" ~' .. : .,',< ":, . ",: .~. ~~~: ~ 
would. not be otheN1seavailable to., .~; . _ ~; :" .... 
California; 

2. obiai'n needed. supplieso-f' en'ergy 'at an" 
earlier date than ,such s.upp11~s. w.oul<1'become'. .. ,- . '. " 
etherwise available;.., 

3 ~ o.btain add1 tional needed. supplies of energy, 
a tan ad.vantageous'price; .. - " .. ' 

and argues that its EEDA program has ·satisfied.' these. Ed'tson 
proPo.ses that EEDA continue es:s'eritia~lly,'Unebangedw1th -the'sUe .. 

. ' "'~ 

criteria. . .. ' 

The: only cbange : that: E<fiso.ll. propo.ses' is 'that>:"cfos'e'r" 
co.mmunieat:ton~ should 'be d.eveloPe'd.' with the stafr." Ect£son":;uggests' " .. ,~:", 
that clo.ser coOrdinatio.n with the staft", . perhaps 'through- regul-arlY'" ~ .: 
sche<!uled quarterlyo.rsemi'a'nnual meetings to. review :orlgo1ng ~,' . ,." .... . 

actitities, results.:, and new 1>rojectsubm1ttals~~ Wou,J7d.~ ce:bener1cial .-

• 
to. all parties. an·d give a; better und.~r,sian~ing 'o~ ,Mo.no~~e~ro~,is~~':' .. " ::,:~ 

SDG&E states:: that the·Commi·ssioll,mustbe careful' so. that "it'" 
aces no.t allow sho.rt-term market:swi·Iigs,to.·d.i's·tort1't3'· ... o.veralY .~. -"', 

• 

evaluation o.r the EEDA concept. "SDG&E, wartisthat even 'th'ough~ the 

energy scare of the md:-70~ seems far eff and. unreal Yhed' v1:md'::tn .. 
the context o.f' to.d.ay's energy 'marke't:,:,. tremendous~enerif 'weerta1nty . ,:" 
remains. SDG&E argues that in' 'tOdart'S ""unsettled."'e~er'gy'· 'market'i~' :: '" . 
entry into. selective :SEDAinvestments~ offer:s. the' b'est·'op,portuD1ty' :to. ' 
obtain energy resources at advantageo.us priceS-aS velf 'ai 's'e'c'ure: ·io~:g..;· , 
term ruel su,pplies. Further,: SDG&E~' elaims,that.EEDA 'o.ffers~ ~: ':met.bOd '::. 
'Of diversifying resources, one of the most'·import.an'i g~~1~>1-0~:'<"~:::;:' " .. 
Calti'"ornia' utilities. ..... " ':.,~ ,;~.::'>:.>' ". 

'Stafr states t.hat the poli'cy question' that the commis'S:ion 
must answer is whether ratepayer;"supported'exp-lo'rat'1oU"and.'· ','-" 

develepment· l>ro.gr~' remain pruderit1ilvestmen'ts1n ::ij,ih t o-r,'chan:ge-s 
that have occurred in the energy markets since EEDA was autho.rized.. 

Re~erring to. the criteria anno.unced. in D.SS'Z1, starf states that the 
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-
issue in this proce~ding is whether the same criteria are applicable 
today, or whether :'tbes.e ":rema:los ~a'ny ~jus-tH·1ca:t·i:onwhat·s6ever 'ror the 

• •• '.' ,'".' " • : ,J< '"~: ".-: - -:.' ':,:; ::;: :: :::: ::.:. ~~. 
EEDA program * Staff argues 't!'ia't EEDA has failed"and- ·'l·s ,·l:ikely to 

-, ,-, -- _ ... ; .- . ,'" .... ,. 

continue to fail to "provide,o.any sisni,fi-ean.t ra.tepayer ·beJ:l·efi t·s. 
Staff concludes:that'·EED·A. ';h~tiJ:~: ~~ :~~m·i~·a:t:~·d: ;i~~·ed;a:i~iy. "~ 

: •• :, .:, ~ •• ~.,''':. '. "L ;~ ',..-.: ; •• ' -,;' ,:. 

Staff relies on its financial analysis that includes Mono's 
~ast l'eI"!'ormance:.~ . St~ffC:ri:tie:t'ze.s.'Ed£s.~~ ~."i. ·t:or~a.rd";i~~k1ng :'only 
approach as ... asking the . .commissionto blind .,1.tself·£rom~bs:e.~vi:ng:>tb~ :~ :'. ' . 

• ' ..... ~ _ .... ... ,. .. ," ..... _ ." ..... ,. ", .r -<. <>". ,,'" " ,'>-'....... • .r; '. 

truth of Edison.'s EEDApr-ogra:l by.i·gnoring the. ·~a·i1:u:res:;:::: :.-' ,~~' ... :::':~: . .... ,. .. ... .. ,:', . ,- ,-.~" ,_. " ' .. , ~ - , 

Staff ar-gues that if the COI:l:lission were interested on·ly: .±n:":'~: 

knowing ...:he.::her _,to continue !unc.ing, EEDA !>ursuant-:to- Ec;i~s.on::'·S::· 
, ' <, '...- '.' .. " .JI' ,.. .~ -, • " ~ - " .. 'c' .... 

propos,ed explora,tion and. development _pr-ogram.1 ~ mi:gh:t:~~.:.ap.p:r::op:r-..1ate:;: :: 
... ' . . . '.... " "" . .,. - . .~. . " '-.. ....~ ....,.., 

to dismiss the pa,.st si!llplya.s .. ,sunk costs. :Ho .... eve:~,: .the:--COICIO:i;·ssi:On: ' .. :.~ 
.- _ '. .' "y , .. _,' - 0 • "c • ~. - ~ 

should also be.interested.. in kr.owinghcwwell· ,EEDk .. :haS', ·.p-e-r~~.r:me,d· .:tor,.· .. :! .; 
, ,,......... >"1 .... ' •• ,-", - .. '- _ •• , • • '. • 

the ra.t.e?~y/!.r.::, * .• S:t.~.t~!. o.b:~~.r:v;e.s- :.t:hat- ,rega.r:dless :S>!., h.o.~ .Jllallj": y.ears:the:~' t:, 
EEDA progra:n· failec:i to· pro.d.uce. benet:i..ts .ror,~he. r:a.t;e.payerS;",Ed-j;·son.:; ~v 

.. • ~, _"'" '" ,,' ., , ,. - ' 0' .. •• ". • 

would .still have·t.be COm::lission· loo:k:.:ooly, ·atruture.· .:costs~ ,all(f 
~/ ,- ..,.. ." .'.' ,-.. , .,' '-' ",' ' , " .. 

revenues to- de.te.rmine ,wbe·ther 4-t,.o . ~1,nanee,· EEDA,. ",' '~ ;0. ... " •• : : •• ~,'~ "'\::: ~_ ,~. 1_' 
\ _ " '. '~ o. ,.. _ ",~ ~ _, or ... ' v ,~ ..,' , 

'. Sta!~ .ar-gues that Edison:. ,is .. not. e:ve~ C'Oosi·s'.te:n-:t· to. its .own. " 
metho¢o~OEY. ~tat:f' .~note~ tJ?a t E<i;ison suggest~.d· .t,hat .~t.b;e '~ty~. ,o-t.:. .:.:-. '.' 
financial.input . that.. the.Cocl.iss-ion,.neeeeo .1s· , .. the :.tota.l::<cost .:to. "th.e;;.' -' 

........ " ~. • ", .. ,'" c' ~ • -, I> .' • ',., 

ratepayer, o.f.each. alternative". .starf contends· ,tha~,: .:E;d.i.~o.n: ~~ul.d:. ,:',: .~:>.''"; 
o ". ", • ~ ,., • " _ ,~_ - ',~ ',' ..... ' .. ' ...... .... .~ • '" 0-' • ' ... 

have .presented .various.alternatiy:.es, .. tQ· :p:rcc.ee.dins:.'.!li~.h~:t:h~~::p:ro-,gr.am<~·,·.·,;., 
~, "',,.. -'" ,.. ....., ._. ~ • , ¥ " , ~ 

Staff complains t.hatEdison ~present.ed. no, present value ... fi,nan-c.ial-.. :::''- :':,'~, 
- ,"', .., ..... -' " ', ..... -. ," '. .' +- , ,,., ,,~ ..... ~ .. , •• - ....... " ~,' <., '., .. .; - .. ',,' ' 

analYSis of alternat.ives .to going forwctrc1· other·than .comp:l:e:t.e-~ .. ' . .'::~ .. < _ _ . ~ o. , ... ," ..... 0" 'o,..~' ... ', .. " .... ' '. . '" , ... ' , ' " -

abandonment: .~r all th:-e.proper~i.~.s. ',. ... . .', :'" ::: .:.,."; ::.,: ... '. . : .' .,.: ",: 
In support of its own financial analysis ,s:t.a,t:f.: .a.r.s.ue-s:.that ..... :< 

D'Ant.o.nio's. use ot. histori.cal cash. flows .. is- ap~opriat.e, because 
, ',,' r~ '., ~ ...' , '. _.. ... ..,. ". ... '. • -. J,.'''' ,,"'. _ '.- ~. ',. _. "....... .',.'... ',i' ..... ~ • • 

ratepayers ar~.resp~n,~ble: :ro~:,all: .'p:rogram~.AAs~ts·: eyen: ,.thou'gh ~they-; .may; :~~ 

have paidonlYh the eos.ts .billed.. through the. ruel::..se~y:iee-:~har,:ge:.~:,: :..:~ .. ;:...;;,. 
,,',.~' ", _,. ',_' ••• """.. ,," _' __ _ _ ..,.. ", ", .... c " ........ • 

'. ... .. ,;., ,~, ~ -
... .,.' " " ..... ,..;. --~' ......... 

.. '.. ..' _J, , ' .. ......... ' ........ ,.. , ....... ,' ~ ~. 

" , .... 4' : ':: ... ' 

,;'" .......... ' .. 
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• '" A .1". .~ "". ~ • _, ,..,.,.. • ~ r..' . , , ." '. ' .: ;.", ": 

'thus starr a~zert.s that'in analyz"ing"EEDA"a'll'-'cas'tt expencfitur"es' '.' .... 
should be 'cons1d'erecr' in ord'er-to':det'ermin~ 'th:e '~r~~en~:~~'lu~{~j'::;-' :::.::.,,: 

future' benef1t.s. St.art' contend'$ that io'ok1ng at' 'the fu~i:'s~~~1~~-
~ ..,... .0 ,_. ' ,'" ,", ,~ ... ,'. ." ..... ~~. I'" ~ ~, -<\. • • 

" ., 

charge' alone·>a:r"stort.s tne, 'an-a1ysis becaus'e the fuel 'z'erYice charge' 
,_,.' .~.",' _ ,, __ , .. ;_ • _ ',,",' "', ,,; :,,"''' :.--~ ... ~c .'~ :'../~~ .... ,J..~tC',~.,'~ '~:::~'~:"~ ", ..... .". 

conta1ns a cost' of rund~ component tbat i$ not related ,to ratepayer 
. k " ., ,.," ': ': -: -: " : '~: ;.,' ':':', <~ ,;.,:, 'r;" 

rl.S • 
. Stai~' ais'o"ar~ue~' 'th~t": the~:;orie~p't or~ EE~A~<1S~ i~';S:~lr 

.. ... , '.' " • c· "' .' ", ,,0', '_ ... 'I,' " " ,:. .. ~:; '0:. ~.~". _ :.,: ::.' .... ;; ;,,)~ r:.... ': -::: :. ,.: t~, .. ~ .:--~ .'~ 

flawed. S'taN' states that' Mono ~s poor: financial p:erformance 1~ just 
what.- one' should" expect' from a'n es'se'ntially c~;t-'P,l~~:P~~g~~~ '1~.~hi~h:·" 
the company has= nopror1 t ioc-entive: ~a:~d' wh'ere th-e~'pei--f~~ma:nce"' o'f"tbe": :. 
company 'is not e';al uated' f~' rin~ncia 1; markets~' '~-" ; ',' , .:-:.:', , ~';~ ,:. ~~ . ;-

Starr states 'that even' if EEDA we're t<; ge'~er'~te-~~~~~~mi~'"'' ;.:~ 
benefits ror the 'r;t'epayer~ and"if 1ts'~pp~rent':der~~t:~~o~i~f be .• ';; , 
cured'," there woulcf 's'till' r~e':na:in th-e' 'q,ue'stlon' wh~the'f-th~~ '.1~~any ~ - ,,',": 

~ '; - " i " .... , '..... - - ", • ' , : '_ "...' ,~ • .'\..... f .. , j, ~ .\ ~ ,,"' ~>: ~ ,.", ,'_ .... 
jl.lst1f'ication fOr" makin's rat'epayers 1nv~st in an energy exploration 

• and developmentcompa:nY. ,~::a·~r.'c'ont~n,~~~that~~.e~ r~:-i:o~i~ft,h'~.t~ ~...' .. :' 
previously supported havin'gratepayers invest in EEDA was, ,th,at the 

_ _,' ".f • .. J " "~ \', ~, .' ,'. ~ , !.I 

marketplace would- not" mee't ener'gy d"e::llanas b'ecauseo'f' Fede'ral'" 
regulation' since' there were' not' suffi'cierit itleentive:;: r~r:'~~i~;te:~': ,:,~,: 
1ndus~ry or regul'ated ut1l:1 t1'es 'to 1nvist in~'01iand: sa;: ': ,:~ .,. .': ': :., 
explorat.ion.' However, since EEDA' was' ia~t' exa~1ned' st.~'~ib~~e~v~'~'· " 
that oil and gas bave 'Ceen compiet~iy' or -part'~t'~l'l~r' d·e:~~~l~t~(f.'·: " . 

Since in: nearly every EEDA' p~oje~t Ed1sonis p~r'ticipaii'~g:; ii;;~g ~1 th'" 
_ ...," n '. .. _" • ,~. ..... ,> .',:~ ' ..... ,'::, .. ; _:" '; ., _" :~ .' .. ,." ~ 

major oil and' gas prOducer's', starr 'ar'sues that there is no longer any 
need to force ratepayers to mak~' th~s'e - risky' e~~'rgy;i~ve;~~e~ti'~;; .~ ",~,; 

Edison contends'- that starftsfi~~o.ciai· a'naiy~~~~~ a~e":" ',:~: .~:: 
eoncept,ually unsound •. ," Edison claim~~ that' a prop~r' !-1n~~e:1.~i~ an~lys1s'~ -: 

, r" " '.. "" '. '" ". .., '. • • ~. • .. '-''', h -: ::" ~ ..... ~ • J,. ... : :'. >', -'. "\A ,', f ,:,' I:: .:' 
from the ratepayer perspective·should.-oe based- on" the fuel serv1ce-
charge' ~h1ch represents' cashrl~w: a'~- ~ctualiy 1n~~r~~d":by;'i~e :: .. < .. '.:. ~ 

, , • ,.'. ~, ",' _ - _. , '" , ',' "",~ r'" I~-"~"~"~ -l.·:, ... -.' "", _;" .. :-:' 
ratepayer~ This is an amount that i~'substantially'les$ than the 

',' ~ ... ~~. . . .. . '. . ... '. ~ ~;. \ ~ ~~" ,~, ,:'. ~ ~ :' ~ " 

amount-that has been'1nvested to'date .. ' Edison'state's that measuring 
these costs by including with the present value of past cost flow3 

• all investment costs vastly overstates the actual 1mpact on Edison·s 
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rat.epayers. Edison claims. that.,its. own" rinancial analy,sis"bas..,taken.r:' 
1n",o account Mono' s p'~~t:; perrorm;nc~e. by~inc'l~di~g"the~ ~rit~-·,Ot.!,:-ot<.: ~', 

:. '~~ ',r ,.' ". • ._. :." ~: .• : " ~., ,'.,. , • ~ ... k .. or' '" • _., ......... 1' ....... ,~ ~ '.t '" ,"'" '"' .... - ''-I ..... " 

pas", invest:nen1;.sas t.hey ar~ r.e.covered. through rates. Edison.. argues... ,,' 
tha", ~'t"ar£ has' {nc~~re¢~ly~ in~).-Ud.~ct ;unk' 'c~st;, .in it~~ .. ana~iy.~~.~~ ~:ln~~' ':.~ 

.", -,' ~r ':. ::' ". ': .... , '".~ ," '.., :.' ~ , " "." ~ .... ,"" '.. : ~.~" • " .", ~.j J ..,.r ..... '..., ._ ' • .,. ...... _ •• ,~ ,_.". ••• ,.". ""' 

such costs should. not be considered. when making a d.ecision whether or __ 
.... ......,. ...',.. " ", '. , • ,... .... .... " "', .. , '. , '. .. '_, ' , .... ::.. _ , ' ~ ~ .', 'u" '_." ~ ... ' 

not '·t·o';-iir~ceed." 'rro~ '30' given point' in ·time·.·· .. ··- ~-"" .. -. ~ . ., :,~ 
"" ~ .. ',,,~... " 

Edison complains that starr has unrealistically .. , in.terpreted. 
.. ~. '> _ + .. ", •• '.': ",, ::.:) ., ,L'::' ',_ .. ." .. ,: ,,:.' '._ " ... ~.. .. .~ ,,!., ... ,;:., 

the order" io.stit:u·ti1igthis invest~i.ga"tion .•.. ~dis.on argues -t.ha.t;, a fai%\., 
• ••. .' .~ ~ ." _ • ,- ~ • '" - ~ ..' _ _~ <.'" + -.'. ...' M •• .a '. ........ ... _ ,,...; • . ... _r I' ".t. , 

reac:11ng or t.he order suggests .the. Commission is in.te~ested ill .. knowing., 
',' ."."- . , '" . .", .... :...... . ... : . " ... ...." " :" .' ... " -", .... .... ......... '- ',.' ~. ..... ... ..... 

how well EEDA b.as. performed. i.n, a .broad. sense •. Edison, contends. that .. 
',. : -: ~ .. " ,'. :-, .. - - ~ . " ,,' _'" ...' .. ,I .... '_ .. ,~. '" ',.> ~,~ 1.......· -.~... ........ . _ .' 

abundant evidence was intrO(1uced with respec.t. to benefi.ts. other .tl:laD.., '. 
purely econo:nic t.hat stat'r fgn'ored~" Edison 'a"rgUes'that ,;t~ri·ha~·· -.-

~_. _ .: -- ..... :', :.,( ~\ . ',' ,'-' " ; "7 '>. • ",,' " .. :' :', '. ~_ .. '. t,' ". r -,I .... .. .....:c .• ",....... 

expanded. the criteria by which the, perfo.rmance of. EEDA ,may ,be., ~'< c'. \'. 

evalua te~d.bi r~cu~:ing. on: pru.dencyan( ec·on~mi.cs~, .. E¥di;O~"' 'st~t~s~ t~ t,.:. ,: 
" .. .., _~,~ ',.,,', '. ' , '-# "0,, _.' .... ,,, ~." _ .. _ ... 1 ,,~ .. , • '", 'OOT .. '- ...... -' 

it Qoes not. take except10n to a requirement t.ha.t., management. o£, EEDA". ", 

pro jeet: be. i>rud~nt. ho"'~ver. ,Edi,SO" d,OeSObj~ett.;' ,s:ta,tt!S :: ;: ~',:' • 
in terpreta tiO!l or pr.udence _ as. sol~ly econ~mi,c..., "",,~,".,,, .. '" ,,' ':, ": ~ 

. . " SD:G&E ~arn'~: tba t'the Commission $h~'~l~.: 'co~~'id~r~' the::~" ,~ :'. "'.~: 
economic pri;e' s.1gn;i tba;- woui~ be gi.~~~_· i~ .the " c~~i'~';-i~~. d~e;'~ " .. ' ";,~' 
ad.op", the' star:: re6·0~end~·tio·n.to ter'in1nat.e, EEDA. ~SDG&E: :~t;..te;'~ :t~~" ~ 

, ... _ ... ,_. < '. ,_ ~ _... _ • _. _ " '.. ,,,'... ,.,'.' ,.' ..... ,,' ... ._ .... ~: ,..j .. _ \,. ~_ ~~ ..... .. J •• ,'"' 

t.he start posi,t.ion is that in . times. or,s upply. cri$es, ,th,e" EEDA~. concept., 
and. hig;-;>ri~ed i~vest:nent3' are appr~p.ria,t..e:,' wh1le' .~be'~·'. the~·~~."i~: ~.~. '-.', 
sup;>ly crisis' EEDA ?~rticiPa t.10n is not ap'propri~ te, in, i-o~,'.:*p.r1c~·d-,~, ::'. ~, 
inv'estme~t'$ . s~· that th~< a.~s~~s, Sh.;~u·ld: ,~e" sol,d,., :: SD.~&E· st,a"t.es', t!l~.t :. ,~. -.~~ 
baseC1 '~ri'~~arf' s POSi tion it' would conciude that. - EEDA 1n~e-;t;e;t~, _ .~. ~~. ~ 

:,-.'" ':", J "" ~ ",' .".", '.: ••••• ,' .... "".: .~~ ' ••••• , ........ ' .. ',"':""'.,Jt"~';",,, ,"10.: .~:...' ...... v+- / ...... ; ... '",!~" 

policy woulSi.ignore ~onven.tt-0nal in,ves:tment. logie .. :to ... buy'~ low,:, and sell 
• ' , I ~,c _ • . • _." '" ,. .' ,.. '. ~ ~ .• ,~ .... .• . ..... ,c_ ~ , ..... ,J .... ...,. ..... 

high, and instead' would ouy higll and sell low •... SDG&E. sta,tes. that. .' _" ': 
t~day·~. ~ri~n mar~et' co~di t1ons. ali o~; ~.t1litie3,· t,~ob~'a.in:·e~e~gy~· .... ~. '.~-"~ _ ... -
reso~ree'~~ .such as ur'anium' 1n·.a depressed .~rket, ·~-,iong':'.t~r·~ .. out-l~Ok~ .',~ 

J -. " .: '_..... ,- '" ,'" -- ,". - '- '., ," .,' ,. Jp ,..'" '. '.' -' -",." ~ • ..., ._, •• , -.: .' -" 

dictates that EEDA.eontinue and that cost-efrective investment.s.be .... _ 
/, • ~- ",."",,"'" • .' ;~r, ~ ~ ••. '., •• ' L '" .' ._ •• • ... .... ' ..... ,.,' ... ' • <,j .'.. <-"" ... 1,_,.... .. •. : \ .... " .' ~ .. 

pur.s~~E-.~, SDG&E argues. that the testor>projects_mus,t .. be,.oyerthe~~,-_ 
:,"£' ...,'., _ ':: .... :.~.:.. ..... ',~ .. ,~~~ ":"' .• ".> ... ,:. 't, ... _' _ •• '. J ..... " .. '1' •.• ,_" ~ .,'_'" .. '~, ... ~. ' .... 1.,. ... -.' .. ) ..... ~ ...... ' 

., ,- .. ",.., , ~ ,..! ) • '" ".... ~ , 
... "" " ..... '" '..Jo ... " .. ~, ' .... , '. ...... -,. 
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life of each project, no~ based simply on market conditions that 
" 

exist. at one, isola,ted time ·.in a, project's l.1!'e,.,., " ,- "",' ~'- ,'. ",-"" "".- '~ ... 
'" - .. • .... _, ,~ • . ,..... . ., .. - •.. , . " ..., . ... • .,/ I ~ -.I .. , •• ' ," .... '.~'" I •• ..) _/ • ,.~ ..... _ 

SDG&E' ar:gues ~tha.t D' Ant~nio's: :3nalysi;sfa'il,,:s. t~caddres.s::.t.!le;.
impact of .the "EEDA. mechanism ,on .the ratepayer. "SDG&E';contends- that"."M 

• _ , ". ..... .' J ,,",' .... ,_ • ,. .' ........ ~... - ~ ••• -, - " 

bycoobi:n:ing p'as;t· inve.s.t:cents.J>Y Mono :;wi,tb,cash:;,betlef,1-t3.·.·to;; <:,::':,:r~:,>~ 
- . ' J 

!"atepayers in the future D' Antonio hasi,ncor:rectly ,ehar,a,cterized :,the ,';' ", 

.a~,~~~: .. ·c~s:h -:outflow :,pat;~rn .ot ,th~ t~~payers.ul:l~,::r. ,t~~~~~E?A:: 'J 

meeba~,is:::.. spG&E,states ·that actual rat-epayer. cash ,~lo~s,::oc.cur 

substantially lat.er .. ,than ,Edison's atld· :ar,e· innominalp'not; r.>~,esent· 

value, dollars •. SDG&E conclud.es that ,since D'An,ton1~ d·1d .',not ~tocus , '-

on ratepayer; ,c~Sh ~flow,. .1 t.:,i;S imp"oss~ble ',to es.t:imate;cw,hat. .h.~s:. :.:" ~ " ,;: 
analysis woul.d ~ha ~e. yielce.d in .·t:he"prop,er.1y t'~~~se.d/. r.at:e~y.e:: .. .J·)e.ne.t:j.:t:'.:<.:, 
:rraILe~ork_ w , .. :. '. '.: '., -: .. , ....,' ;':: ~' • " v:; : .. ~: ~.':.:: ':: :" . >: .. : :;; :" 

:' '_ ,': . SD.q,&Eo~s~~es .:tha:t.,~t.h,e: ,-S:taf:!>an3:lysi.s~-<>e'Q~S:eS :"on',Ed·ison,·, ., 
wit,h. :minor:: e!'!'ort;-: applied,t.o .. SDG&E .. · ,SD,G&E- . states:tha~, .1n· D .• 88,1:~'~t-,he .: ' .. 

• COlllElisS:ion.rt9,tec tbat; :~he;~ene::gy' re~ur:c,e, r~qui:re~entS;·,.ot:.:the: ," '::::-: :,~ :;'.' 
separate utili:ties- ,are. .di,f:t.ereot, ... :.· Fu::ther, .. s1nc~, :t-,he ,~.E;EDA:,p:r:ogr.am or,,:::: 
a particular ut.ility·'1stailorec1, .. t¢. .the .. eoergy needs'ot,.that at.ili,typ· : .. 

~ ~ ~ , •• ,'" , • ,.' ~ ~ '... ", ,', ,.. .'. .~" ~ .." _ .... ~, I>.J/. _-. ",. ._ "J . -. ,., . 

• 

there~ is: n~:.e.xpeeta :t:ion t}lat the ~EDA pro-grams .. w,ill, . be-".un.:1f.o.~.%:l.",,:. ~ ~ :i, 

SDG&E argues.; that.. s1nce ',the EEDA.p_~gram.s::d.i.r.fer:".it :1s : .. ap;>.ro.p;r1ate" .... :: :.: 

to ,se:pa.r:.a.t.~ly consider for .ea~h. util:f;ty, ~hatch~ge_s:~o~ '.-:,:::::" ~,~~ ;',. .J., , • 

lIlo<jifications 7 . it'any ~ are required -in, that., ut11-i ty,'·s.·E.EDA ,',.' .~ ~... . " .. 
M •• ~ " •• .t. .. ". • . . ~." , .; .. ' • .• " _ .. ~ • ,_ .. '" _ ." ..... ....... _." ... 

mechanism. SDG&E argues that its EEDA program d.eserves far be~t:er~. ::::':.;;-: 
trea tmen.t,than to be analyzed. by., interences- raised·, .J:Jyanalysis of 

.... _ ~, ~ _. ., ... _ • ~ .' ... ~ oJ ' ,"..'" ->- •• -.. ~ .:~ .' <... " . A'"_ 'I " ,~" , • '<I'''' oJ ....... ~ .. .. 

oth~;.:p:r<>:gram~.:; ': ... ,' " .:. .:,;',::::::; '::.:;':~C""':: I:.:;:':.::~ :-:'::::. ,::.:~,:' ..... : 

<:.:.: .. "~DG,&E cla,ims. that,1t has. de;veloped :a, Sl!'I,all,,: ~,care,r.ully·= '.:< :.;:~ 

controlled: EE~A:J>r:ogrambas.ed;. ,.on:the, cr:1teria; ,:that.-,.over.:.th-e' l,ir~ ,.of ,::a, '~::' 
resource o~,:plant.,.. a re.sou·rce should.· ,provid.et'uel ·.on a..secure, bas-iSo., --:," .. , 

" , •• " • _.,' .. r - • .~ •• - _. - • ' •• '0_ ,.., '~.' ". • "- - ...... -... "~-,.;.. , ••• , ...... \.' .'. 

at a price roughly. com~a~abl~to.<>r: _b,ettee.r~.han ::~h:a:t: .wou,l}:i:. )'lav~~~en C'~ 
obtained. elsewhere. SDG&E admits .that'it, has·.no..t...attempted. .. to- - ..... -, --' 

. _ ... . .... '.. .' ,~ ,; . " ." ~ "" ..1"'_'- .., _ •. • ....I .. _ of ..... _'1,", \ ..... I .................. __ 

quantify the benefits that its EEDA program bas prov1ded. However, 

-- ,. ..... , 
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it contends that the market ::Val.ue ':of. :r-is ·~geothe:r:laJ:·'·a's.set's- clearly': ';,,: x~-' 
exceeds '~1:he -COS1: to-tne ratepayers ~ari<l'dia£ Ka':rp'aro~-ts: ~');~a. 
positive value ." Further. ,SDG&E· 'co:nplainsthatthe' s,,;a.ff:pos£,,;i:an ' ',~', -::.~ ,. 

ignores the advantages '·and benef.f1:s~of 'u"DA ~'dis'cUssed: in'!). 8S1:21~ :'tb:at ',: ::~ 
are '·not ~:of ,.:a ','quantitative ':nature. .:'... ~ n' "; :~ ~ (0, " '-::.. ,~ .. ,'~ .~:-; ~", ,~.:: ·~!.~')\:'_'';~'_I::: ,.~ 

CO::r:lents on 'Pro~osed "Report' '-of.' Administrat·ive I.aw.rudSe '?att£ek''j .': ,power 
, ~On ~Y...ay', 15 .'1984 'we':served:eop:Ees ,,'of ::'the'~Adl:ci:ni:Sira.ti-ve: .~>.':: 

Judge' sdra'ft decision ·on'all parties: to receive: . comment's, on: :tbe' ,~,~,:.': " 
reasonableness 'of Ed~son· s ,·$64 ~mlIi:Ori figure ,'as a :basi.s 'fOr-: ~::.: , .,~: ': 
Edison's acquisitfonof it·s' EEDA'proj-eet's from 'it$'~itepayers';'::, ,:," 
CO=Cents 'were rece!vedf::-otl Edrson 'Cand~SDG&Eo:i 'May 30' .. :'l~'8'4;?~'; :::-: '~. ,':'~ ':~ 

According t:o Edison. t:he $64 million figure is not: represent:ative"of' ~:'; '; 

the :Da:ket:value ofi.t's -::atepayers' ,:interes,,: in 'approved :1.-EDk p:oject:s. 
Edi'son ~sta-:es t:hat:$64 mllion' ;{s'subS:'tan:-6ial1y~ ,greater"'tb:~ t:b-:e:irice:..: 

any t:hird party :woule -pay ,for Edison;'s' ZEDA'?rop'e:rtJ:;'es'. '::Edi'son'clai1:iS:-': • 
that: i'ts ':EEDA 'properties nave 'a' -mticli lower "preseut, ~va:rue: -'thari' ~$64~ , ": .>::, .: 

million ,if analyZed 'from the 'p'erspeci£ve 'of :Edison' s: '·shaieb.o'lders~or ~ '" 
a t:hird partY ~inves',,;Or -pri:larlly because' 'of 'in£omet'aX ~e:ffects-: wi:iien·· ,~'.: 
Edison es:ti-matedt:o :be aboUt':$SO: million: ~', :;Edison' cJ:al:ms~:'th.it~ ~the- ::~:.:: ".; 

AU's wind do'W'C. p::-oposal' for'i'ts "EEDA ."p-rogia::lS: ,'is ' uri£air:and··~ieeot:i::lends: 
that it file an' :adv1ce letter 'spec1~Yi-rig "an"app'ropnate-Wiucr:':dOWii ;'~ .:,>:': 

- 1" '. -....... -' ... -.,.... .,~ .. ~'~:" ',' "...... " '''',"' ~:':: f'"" "~f''') ...... ',~ , ....... ' .. ~.\ ',., p::::-opos'a'; ,'" .:- .. , .. - .. , .. ", ,. " .' .. "" -" .. ',,'-, ....... ' .. ~,,','-

":> "SDG&E "did -not· coricent"'oUth'e: $64 1n£:J:lj:on acqUi:sit':tonprice:: ,J':. 

for Edison's EEDA programs. SDG&E did object to t:he draf1:~:-de¢i"''S!(on'''''s~':;'':' 

90 day til:le ~"seb.eaul~:for the sa'le'''of its' EEDA. 'proj-eets~~; :'1£ ~1.aims 
that' 'such .::3. "fi:re-:sale~· would"n'ot~ ~e' '-coriduclve: ~tO: ·maximiiilii: the: .:.':: ": ~':-: : ::: 

potentia! g:alrifrom 'i"ts' eXist''ing''proj.:ect's-. ':In' :'ad:ait:lon~-:slX;&t:: o~fec1::e<r 
to 'being "treated 'di:fferently "than Edis'on");wi th regara.· to- :its'": '; :::':" :'~:" ::, 
invest::lent~ :'in ~tll'e- ~Ka::tparowits~' Coal' 'Projeet~: ,.' ' .. ~ ::.':' .. ;,~; ') :~',;~.:~ ;'.~ )'~,,:,:,,:,;,,~ ~:I; .. :, 

, • ~ \~ ' ...... "'" : ... I ~ _ 

' .... ./0._ ... ".;;,. .... ,..p' 

• 
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." Discussion , ~ - ~" '.~::, ':' :~ ... ~ ::-..::..:;; ';';:: 
lie reject Ed.ison' a" conten"t1on "th&t, :the' relevant,~ .financial: ':'~ .' 

analysis ,ot: EEDA_i8 prospective onl1',. '~he-' anal-Y818 ,per:t'ormed: ;b,-: ,:'~, ": 
Edison 18 simply inadequate to: support the continuation' o'!-: UD.A;.' , ::~e, 
more complet.e ane.lyeia provided by. 8-t~:t,con!1rms. vh&t:, Edison ''8' ' 

omissions imply: EEDA has :railed. ' " 

Edison·a-,analyai8 is: limited to- llrojects:"that &re:alread,. 
included in EEDA.. Such an analysis does: not, accurately pOrtray': an'; ,~, " 
ongoing EEDA prograc because, it' exelu~es the e!feete o:r'nevprojeete 
that yould 'be Undertaken' i:e' .. EEDA: vere' continued. ' : The'" per:!'orcancifo:!' , 
an ongo'ing 'pro8ram would depend: on the 8UeCe880:!' Ed18on9s~: ," : 
explorat1onand develop.::ellt e:r:rorte. '!h'el"e 'is "no ind1eat'ion' tha:.e " ' 

_ Mono has chan~d ~1 'ther 1 ts- =3.:lage~nt or i'ta praetieea~;' Thus,,'the' - -', ' 

APest evidenee o:f' 1:he li~e11hood'th8.t Mono Y111" 8ucce~d~ 1~'1:~':P~ :- , 
-pert'ormanee. ' ' ' , " " ' " , 

, 'The thorough analY'sis' prov1'ded 'bY' stat!: add'ressea: ~h1a:", ' ':, 
problem.-" 'Usingthe~9'.4%' discount: r's,te"tha:t D'"Anton1o"cons-ide:i-a'':'''>:'';: 

appropriate Y'ields a nega.tive pr'e8ent\~&lue' of all';h18tor1e~'ca8h' 
!lOY8 ot'·$2~.6m11l1on. Both Ed1son andSDG&E er1t1e1ze'h!s method. 
but ne!ther :party ever a:tte::ptecf to otter an 8i ternat'1 ~e': '. ,t '" - : '" '" 

computation.- Ye can only eonst'rue'their t'a:tlureas' a: t~C1~ admi'8ls!on' 
that the results would not be materially more f~vor:abi~:to,the.1~; ;.;"~ :'" '
pos1tion.--:":' - - ", ,', '. .. -, ",.': ~.: ,':':; " - -,' ': ,,: :~,;::::, ::: ,', ,~: ::-:; ',: ,: '::: 

~_, .. :~'~'~:.':'':'~: -··· .. ·/,>~,.<c.:~·:~;-: '''/~. .. ....... ~~, .-; :..:~~~~~.~ ,:,~':>:',.,:::; ~>.~;~'. ~.:::~':.:,.~ 

<."" ,& .... 
.. ' • c,. ':. '" ,. _~ •• ~ _ ". 
'., " ........... _ •. '", .-0', .... , •. ' .... ,.' 

'. - ": .: ........ '.' '/ " 

c, ...... . 
... ,. ......... ,;" . 

. ' .......... ~ --

• 
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Nor are we offended by the conceptual construets that 
underlie D'Antonio's analysis. His calculation of the appropriate . , 

discount factor is based on the principle that Mono is a riskie:r2..~: .~\ :~2~'_;"; 

inve:Stment': t'ban::.Edison wM'ch':is' th.e::l:)a's1$:;£or~ having E'ED~·:tn "tbe 

firs t p.l'ace~:;.~' His ,cbarac~eri zati:On .of:' :t1H~>"ra~t~payer<:as '::If.k.e:Zeq4J~ ty~ :; -':'=:' .. ~::: 

investors.: ~al:ld' .. the:: utility -:as like :a: ::l:ender; :simply ~-:. recogn~s: ::tba.t.:: tb:e: ,::::: 

ra tepayer' ~bear$: . .', th.e',risksane<reC:ei:ves;.~::the> :benef1ts":ot:':EEl>A;·:t.ne:=:: ::,,~ 0:' 

central theme of D.88121. .><_~',~':7 :~:: /-.:::::2': :'::',~~::.: ,:;:~":::~.;;'.:.":::;-: 

.:; ':,,- .:,Sta-f.£ and:::-Edison ;:.(11:,sa:gree, ~vi'gorolls1y,:: ov:er::proje,C!tiOriS of 

fu t u r-e:' c?Sh~' ·!-l:ews; -:. :' S ta rr 'is ;P3 l::ti-:Q:u1.ar1·y: e.~i ti cal ~ .of. Ed i,son:' So:'::: .: '; :.:' ;,,''':::::: .: 

for:~eas~is ;?f,·.oatl.lra1: gas _:and'ura.ni,um:·i:>r:1e:es ,'; while::.Edi~o.,n·:v1go:r..ou~"y,:~:;, ;-:;. 
SUp''p':ort:s-~;i~ ·~.s~~l:a,~~s. , .. The ,a~~_a1: ~'i,fr.e'!'~e_n~ ~ be,~~een .. D ~~~ri~i~.:a~n,d. :'':: ::';' 
Edison is not.·, as-1arge,.as imp.lieCi; .-D '.Antonio. ca1cu1ates-to.e.-prese,n.t.,~. -' . .... ~ .. • ... _ ~, .• ' . 00"... .' _ -'" _ " .. ' ... '-" "c _ _.. \ .... i ." • ~_." -'r • < •• - ",,-~ - ....... {,:.1 - - - .... ,;,.f '-.. ., .... , 

va1ue0t:-:.fu.~!,e.~~~b .:f;ows _ a~,.~~:':.2~l~ . .i.?"~:;, (~~r,9~g~,:,~~~6 >. ,:,~~w~~. ;:,'.": ~':C:):'., 
Edison ,calClJ·lates, the", present value ,o!,-the.,fu.ture .. , cash. ,f1oW's.,.a,s. $64. ........ ,': 

" •. ., ..... ~ ~ __ ... '"" , _ .... ..' ..... ':.. ". _ ,.,.i '" ~ ... ,..... _~, ~ -"" ,~. "._...... ., " •• _ ,." ..... ' ., .... 1 .., ..... -' - .,,~, ~... ..., ~ .. .,;. ..... 

million, :~h~~:~~:~:i;"~ ~!:~~~!;g oii'~:'e::' ~~:;~:~i':'~':::~-~ y~;~d;~ s~·;;~~~~t.~~· ':'.~ • 
• _ .... " .' _ .. WI' _ ... ," ", 

contri but.ion. to,o~ercome. the . historical... cash, flow curd ens _ ,:thus we 
.... _ .-0- or' ' .• ~,. .", .•• ~.- -. ' .. ' .-- .... ,- ..... • ... k "'-_'~'~"""" ., ... "".-.' ................... -

conclude .that, Edis,on~s-EEDA- program.has .. had..,,a~ su-bstantia1.,nega-tive...,. ~~' ... ~._ 
" •• ~ ~w- ..... '"" ... - .... ~ .. ,,, ...... "~. ~ - . _" "." ~ .', _, .. ".- ...... ' .. ~r' .... ". • ' • .,. '.., ',. ~,." '.:~ \. - ...... 1 ... "" ............... "r-

financia?-~%ll?~c:;;, ~~~"E~!-~o~ ~s .,.:~t:~p~:(~ez:~:.-::- ':,-: _ :- _ .. ,;': '.. .,,::; _~ '~'.i ;":';" ~ 2~~': -:.:-~- ,:':; 
....... ,,,' EGiSOD and, SDG&E ~arsue_ ~that.EEDA, .. was ne.ver" iIl~ended,", to ._be",. _ .: : .... 

"': .,:.... ..... ..... - • .. . ~ ............... ,... ... +,.' _ .. ' ," '~.- " ... ..J ,_', ... ~ ~ ...... "" _ ...,....... .. .... "". ...... ... "', ..... ,,~ _" ...... ,., ..... ....j. . "-'" ~ \"I' ......... ' "_ ,-r ., .... ..:.. 

judged in s trict,ly _ ec~nomic. tez:.ms .•. .., A,l.th.~ugh ... w,e.,. agr-~,e., :tbere. i.5: .,.n,~ .. :_ ..... o. 
, ' ..... '- ' .. " • _._ .' .. ' ' '' .. ' .... _ • ., ....... ~ .. .-' .......... ". ...... ,' ~ "'Or ' .... ,.,.'... • .... " .......... .', "" ,"+"_ 

ev:i.c.enee.tha.: .EEDA. is any mo:-c successfu.l., in" ,no_ne.conomic terms,., " .. We, .. ''',"'' 
~ .... ,- .' .... -", +._ -,'_ . . .... ,. h ., , ....... _ .,~ •• ;,,., ' .... ,j ... '., .. ,' ".~'-' "_'. ... ..... ~. __ .-,,' .... _ ... _, ...... ' ... 

conclude. that EEDA.shou1d be term1.zlated. _."" ' 
~ .• -...,',~ :::". ,.:#.: .. _~ -.0 ,.',,. ,.:_: ~~_ ...... ,::':,\."<.~::' .:;:.. :. :,'" _' .. _':'::'-tA'" ".~ .... :"";:" •. "-: : .. :::.~ ~~,,"'~:::~" 

Edison and SDG&E refer to the three criteria stated in_~,~,,~~ 
• ,.".\". .,..". ... _ W .~! 

. D.88121, and co~tend that the staff analysis mistakenly focuses on ~ 

only one - advantageous price~ They claim that EEDA has secured 
aditiona1 supplies of energy that would not otheMo."ise be available 

and obtained needed supples at an earlier date. Their proof is not 
persuasive~ 

• 
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~ 

" -'" ,- ,..-'''' ...... - "' .... ,-- , ... ...; . ...., 
.. , •• ~ "" •• ...', • .,. ~ '~, • I • ',..." ~ .,.. 

From its incepti on:SEDA _ Va.$ an, ext.reme :reaction ~;,to:::an ",' ~ ,=: 
extreI:le probl:m: ,the d:1sru'pt10n 'inenergr.,market. caused,b3':,th-e.-Ara'})~·· 
oil. em'l?arso ... , 'there ,!ere seriou'$' doubts. whether ~ner.eY. markets:;:would~.'~ 
respond to ut,i1i ty .energy requirements. ,~hus. 'these:noneeonomic' , 

• • • r , ~ ~. '. - ..., 

considerations, were recognized ~anec:es$a.~y : :Cor el,eetrlc utili ties .. to,. 
fUlfill their basic obligation of: service to the public.::~,Clearly,. ,1~" 
the.energy co~panies themselves. wereli-kely to',sat.1s!y util!:ty needs 
there would 'be ,.no need, 1"or EEDA. except ,to the 'ertent .~tha.t it ''proVides':, 
energy at a. low,er pr,ice.. Their 'p~ojects are expressly.:not . subject, t,o.: 
advance, appr,oval,by ,the Commission ~anc the utility. ."is.,:;"Subj,eet ,only. to." 

, . ,'.... '" '" L.,·~ , .' ..,. n 

the ,risk. of. having been !'ound,imp.ruce,nt,. ' ,No .EEDA;'~xpend.i.ture: .~has.'··· '".,,' 
.~ ; " eo , ' • .. •• _ " , 'L . 

ever ~een disallowed., 
, ....... 

Ene=€y: markets are among ~e riskies.t ~,o'£. .~.~:w:~ suppos~ ~,:; 

that one cay well. ,be ,prud~nt.inene,rgyexplo::.a.ti(>n.:and ~evelopment 
matters and s.till lose subs.tantial dollars.'.- ,The. ,.range' 0:(' investment,,: •• 

• ' •••• '" ,,....," _ ., •• ,'"" -I • 

opportuni ties in energy.· resources is ,essentially,;,:,iM'i,ni.te.· ... l:he· . . . .' ... , . . 

responSib~lity t.o . review .. p~deney ·in .this, c,ontex.t, ,,1'$ "simply ~ :;-',\ ~,.~"" _" 
overwhelming. Why did Edison drill tor 011 1n Sicily? . ' ~: ., .. ' ". " .. ~, 

, 1:he. only evidence· that Edi·son has, been, p.rudent is :that 1:'1 
. . - ". ~ -'-" .' .. 

every resource that it ,is :invol.v~,d· in, it. ,is one.::ot ,.s:~vera1·,~j~1nt.,: .... 
~ . . ~ 

venture partners. , In. most ~as.es,1 t is a:.minor1,ty. part,i-e-i-.pant-;, ~h.e; - ~"~ 

other pa~tners. are establiShed, energy companies. :su~ -:8S:. "~C.o", ~Un1on . 
, .. ~ • .h ~. ' • 

Oil, and Southern Pae1~ie Land Company'. , :Edisonsta~es,:·. ::" ••• ,i:t;is ,~: .. :::': .. . - . .. . . " . .' ," 

not just ~o?o makiJ:g ju~O?ents .~ .t~ th~ v:1:ab1~ ~1, ":~:f'.,:the: ,:::esource 
pla:r~. ,It" 1s expertsj,n ,the, .. en~rgy: devel.opment.,:f:iel.d .. ~.:~ ,~h~ ~reasoning·~ 
seems to be that these other compan1es are risking their own money. 
Therefore they have an incentive to be prudent. Ey simply going 
along, Ed1son is also prudent. 

, 
- ',.~.;.# -
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This reasoning is sound but the implieation is de!asta:ting 
to the EEDAeoneept. -: For":i:r~t1ie ene'rei~:~6ompan1-es:'are'7deve""ioping 

• .' . '. f ~'... • ..,.. " ,,, ,.: ~ _.... ,"" _.... __ , 

these' resources~' there' i3no' need, 'for the ::electric 'Utility''- ,: . ,.,' '" 
• • - ... ' •• ;"" ....... ' .... I' ~.' -. • r-partie11>sti,on .... : EEDA~vas:rntende<r :to "8116--.. 'the "ttttl1t1eS' to ~go ''Whe're- -

. ~ ,_.',." -, ~ '. '","~. ~ .. .,-, .... ,., :--~{ -~ •• ~ ... ,..... -. "t.',1'¥ 

the energy ~cocpani-es would:n"t. -Th'tlS ,the "only '-evidence '''that the ~ ":,"'" 
• -' . '. .. ...,... ... ";,' . - / '\ ' . .;, ," .... 't ~, .. " " ," ... ~ uti:li-:ies'bave '-been' prueerit!'s¢O:lpe1.ling'ev1d~ce that EED'A . was ' ., " '" " 

never "~:necesSary ~ _ .. "- -, \ ': ..:. ..... ~ , ." ~)... .. ." " .... ; ..... : r ,:' -:~ ••••• ~ .. ~ ~~ :: .. ~ ,;' -~. : ~ .r_~ 

, ':There is'no evie'enee that "·these- 'varfous' 'i-iisorrrces would.:'not;:' 
be 'developed without ':;::;DA~-' ~To-:theexte:ii'~fl£ty ':pal-ifc:t:p~at£6n:'" ': i, -,,:~ 
appea.rs ',criti'cal 'i:t. -seems more:iri"'tlie:~natuie ofa 'buyer~S'ell'e;'"'' -: ',,':' 
relat.fonshiJ)'" Obviously, DDA "is'noteeond'i~ion~r:e~e'de'it~~to' a':·::''':'' , 

buyer-sellerrelat:i<mship-. Thui'"we -eanrioti''i:ndth'a-t ':ZEDAhas s:ecu-re'C:':' 
additional supplies of ene:-gy that would not otherwfse' :~:~'a;viailabie;"":' ." '"'.. ~ or that "i,t has obtainednee'ded" supp'lieS'at an ea-rlier date',;: :,. 

We ,don tot' :ean to :-~.:gges-t "that 'BEDA' ha$n't':be-e~"uset'ul"t-o .~ ~ ,-' 
t:e util::' ties~· ,: Oov::ously, t'hey have:used: 'it 'and -Would' -1:1ke ~·o~, - ,- ~ '. " .. 

.' 

continueusingi'~ ... ·;llowe've:-:,"tlieir 'supp6~ -'!o'r ZETiA-: -13.ppears'~o~e: '-:~:,~:: • 
'firmly grounded": ,:inrisk:' ave'rs:Lon: than -'in:- artineed::.ror~he:~EEJii ;, ' •. -': ::;J', ~~ 
proeedure. ~ .,-', ·'::", .. ~~::i_~' '.:'-": .~:::::~""",",,~.,:~ 

• " .' n· .' -.,.,.. •• '~"",. " .... ,A ........ ,."0. .. ""'" 

, " :~he ~d.er!Y.ine the:e- of- :the: ut:tl1 ty showi-ng·-1s 'tha"t the 

limi te'd, "risk: is 'consfsten"-tYi t~ tne l~rll'ited' --oppor"tUn1 {y' to'· -~io:rft=: ,,: 
from :':t-ts -ef'!ort:s; 'on account- ~o'! the 'ECAC.;' ~1he' ~fack o:r:ineentives'ior'" 
the ,utnitie-s to- co'ritrol' eosis' 'is a"~matte'r 'ot ~grave' eonee;n};!'~r'~hiS"':':~ 
Commission, 'and has been the<sub~ct' -~ ~evti-rar,proee:ed'fngs~.:,,:c,:;; "'-:' . ,,: .:,: 

-~ -:, "hrthermore~ theo-blfgati'on~oe'xam:fnepru~<!e'ricy ('d'(ies :not:· ::::~: 
end when p::-oj"ects ·a:re~ s·el:e·ct·ed::.~ , It: eoritfnues:>~h~roughoUtI.'=the:: f1~e 'of';':::-' 

v,:' _ 

",,,,-,, .. '., .. -..... 
... ' .. "~ ,_,. r,. ,.~ ... 
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-each project through development or abandonment. Because o~ higher .' 
sta~fing pri.orities .this.,Commission.ha.s:not: devoted'.'scarce st~,: .... :--:~'.' 

.. ",. "..- ." . ," '.' 

resources. to review the prudency .0"£ utility .. EEDA .. p~o.grams_:· No.:::::.: ... . . - , .. , .... -'. '" ~ , _. ... .' ,. 

prudency review has ever beenattetlpted •. We:icannot.,.sanction~,the,.~;. :.', 
continued use ,o~ a tlechanism that is based on a.: "£alse: assumption. 

_, . • --..1 _ ". " " . 

. ~,l~oth.~~ e.e~ect in the ... EEDA concept ~is . its mismatching:,o"£;·.:.: 
risks an~ bene~i ts between. ra.tepaye~s :. themselves ;;, .... :. As . p01nte~::; out· 'by" ", 
D' Antonio~. one . generation :~! :t:'a~ep'aY.'ers>:bears·.the costs:' of.: '.".;:: ::.<:.; ,"' 
exploration ~a~d development ~ .... hile "another enjoys .. ,the;··benefits of .. : " .. . 
ene~~ .':pr~duced-.. :Besidesbeing .. unt:air~ this procedure",:is.:.unsound~ .... . 
beca:r-;se it disto=~s the pricing signal that is· eosenti-al~. to :.cost-
e:!":!"ecti v~ :;.e~n.servatio.n ::pr:ograms •. " - . . ';," . e .• '.. " ... , • 

Insu=ary we conclud.e that· ·the .central-;·;flaw·, in.:the,·:E:EDA-; 
concept i.s, congenital"'; The resul ts ":o~ the. EEDA progr.ams:are·.: -:<: ";;..': 

disappoinv~.ingbutnot surpri:singin,yiew;o"£the:.lack;:.o"! .. ince:r;tives,:: '.:":: 
for lllore e1:!ective per:!"orI:lance. -:We. can· think"·o~ ·no :-curx:ent.,·market.,.: ::", 

• ,....... , ~.I " " .' _ • .. ',. c. ... ._. ~". • , :' 

cond:i~~?ns. ~o- .:w;S:c:h .~A~.~-w:ou1d ~b~an.ap:p::op~iate::::e$:ponse.;, .. :~hex:ef'ore~1 
we ter:cinate EEDA. .:: .... ~:.: J"~ .• :::" .. ~.','.' "., .. '~',:.::;_;-:'j :::.::,,,; ' . .' .... ~~: .. ::..: .. 
Terl:lination . om • ' ...... '. "" ... "" 

",,' '(-. 
•. ,J, , 

't'.- c" 'jI ...... 

.. .- ' •. \ • • ,e,' 

":.: _ Edis.o:c.state.s _ t~a~ .a. :.numbe::-. o~ :racto~s ~us.t .. be eonsid~x:ee.r, ';::: 
in determ1nillg to te rI:li nate. EEDA .. " . :he currently de.press~d.~ economy ,';':':: 

... '" "'"' .' • , ~ -, ,~, • • " -..,-1 

including I:lany of the e'flergy. .indu.stries~.is. cited :~as not::con4.uciv~~~to~.: 
•• . ' • • -, ,- , • d •• ~ ,. •• 

maxiI:lizing. th~ return .!'ro.m ,:a s.a~~ ,o~ .Mono's hold!:ngs "in .the:::immed1ate·. 
future.. Edison states that if. liquidation of· Mono.~,s·:a.ssets .~is.: ::'~.': :.' .':~ .. --- ., . " ,~. ' . . .. -
o~dered~. ti~e .will·be requi~.ed 'to im~lementan .:orde:t:J.y div.:est1.t~e. :~. :' .. ~. 
Ediso'fl of~ers a. wi'fld d:O'Wll. ,program predicat.ed .on:.mini.m~zing h~ldi.ng,:;" '.' .. ," ,., .'. _.. .. . ." ... 

costs f'orthe next ~o .to . ,thre.e, years, wh.ile.·.seeking.:.~.oma.ximiz.e ~:; ,": .. '~ .. 
fut"llre recovery o! Monot.s inve$tments~ but,wa~ns tha-;.:.~n";c.ertain:.:.: .... :.; .. . ..' .. .. '. ~ ~ ~. - . _.. , . , "'. 

instances liquidation would not be wa~r.an~ed .~f.or:::a_l.o.nger.(:time,.::" "" .. 
Purth~.r:p .. ,E~;son "argu.e~,:that.:& vine.: .:down:~should b.~.:l~i.te.d:~.t~ 

- ,.. ... " . 
. ' ... ' 

• ,,' ....... I .. -- . " ' . 

. -- ', .... ~ , .. ". .' . 
".1 ... __ ' .• ' .... "_', .. " 

- ~. , ,. 

. . . " . 

- 4.5.-::-.. 



OII 82-07-01 cg 'J~ 

.. ,' .... ''> .... _J 

,- .... :' " ,'" ••• < 

,r •. • ."", ... ~ .... ..... ..... ' ..... '~. . .... 

eX?lora:~ion and developmen~:activit:tes>not";projeets'~liu:the-:'::' ~~;~.., :'~>~:~'~: 
production phase";" -Edison',s-eggests that' details 'of a"·Wl.nd dow"':;;~· ,::; .'-. 

program' should-:'be "'Worked:': out with::'thestaff .', . '.' -,' ..... ""; '.:'~' , 
.. SDG&J:::.'suggests that the Co:cissiOri. 'dii'ect 3,n':orderly" -, -:.: .,' ';; ':. 

ter::iination: of' . the progra::.'· consisten'twi tli the 'indiVidual :'eom::d,'ttlen~S 
of the utilities. SDG&E states 'that',the orderoe' strUctured t'o" '0,. 

maxi'Cize po'Cen'Cial ~ gain' from ens tingp:-oj ects arid' to ':ini:o:i:t5ize , .. -: ..... ~''- " ':. 
losses. and proposingt.'rl.s be ,accomplished 'bY:laintaining' the '. ", .~ ;':': ::, 

existing: procedure. in~act and 'bY'simply' ·not approviUg ne'tJ::p::6JecfS:~ >" 

Staff recoc:lends that EEDAbe tenniriated for :ueW ~roJects':' " 
Regarding exis'Cing projects. staff proposes' that·cEci.:(son :·arid·~SDG&:E-: :.':';. 

be ordered '·~operf6rm .. a"present:·va:lue analys:i:s of .ill::op'tions for 
thei:- projec~s .... Staff wouldrequire;'Edison .md S~:"to'~j:.ust:tfY·~:: .) ~:::: 
beyond/any reasonable· doubt'; 'that . 'continued ~fUndiri.g-of ~"alieac1y .. ::': :," . , .
approved,projects·is ~in ~ their rat~ayers ·<:r.nierest ~'Pi6Je'tts -Which r~ '~':: 
can ~t be 'justified' should ·eitheibe·· sold -or ~i1:ten ·"Qff···tlie book; .1.il: ':' '~ . 

. ' •. " '," ~l ,,'" c~ ;'; ~ ,:"'*': ' .... , ." .... accordance wi~h exis~inz EEDA accounting procedures.' - .. 

Having already e>.-pressed our dissatisfaction 'With~ihe::EZDA-,,:' 
procedure ,we are 'not favorably" disposed ;:t:o"'Ward'a :tengthy ~~ding 
down methodology 'Chat involves :ongoing-.J1ldgement: ~on '"oUi part ~'~ "However, 
we· must develop:a procedure -for terciinaiing~ -che ::''EDA piogiaii tnat' ''i~~ , ~ 
fair tob¢th-theutilities involvecicand to rat:epaiers~'" our' maJ'or'~' ,. ~:: ~ 
objective~in'developing this procedure :is to' mxitlizetne'reiurn to ",.": 
ratepayers ;from their· investoerit ·"in -EEI>A ·'·and "io "allow:"SDG&E,::and <I:-:&tion' 
recovery ::of all reasonable' eXpenses' ,tll'eyincurred as' part of -''Our ,~, : ':'; .::: .. ::' 
adoption of "the :EEDA:-:lechanism~' We 'woul'd ",irso . like to deve-l"op ::a:::: ';' ':::-: 
ter.:nination proceduie th.at·· is . 'expedleni ;. 'easy to' -adId.1:lister·~: :'aii'd ", -: ::;:: :. ';, 
similar -for 'both Edison:and SDG&E. - -"', ;'".',:.": ',:~; .:: -. ~,-,',' :<~:' ;":; " 

There are "tw'o ba:s:tcpro'c~dures' "'Wh£ch:'We ~·may . 'Use ';-:0 :~ud"' ~"-: .;';: 
do~ Edison's and SDG&E's existing EEDA programs .. The first "'Would 

be to order Edison and SDG&E 'CO purchase their EEDA properties from 
ratepayers at a fair market value and then leave the final disposition 
of these properties to their discretion. The second basic procedure e, 
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would "be for us' 1:()eapprov~':i sp~d:"fic' I)roj"ee1: :~by' :pr'oj e'h1:' ·:wtnd dow:l 
, ._ ..• , .' , .~ ",' ... _ :,0' ~,t.'~ , .. ~~ ~.,' .:':." ~ .... , ~. 

sehedule whereb~ Edis<>ti~and~"SDG&E would a1:ter:rpt to' 's'ell' 'the majority'"". 
of their properties;' ana;; poSsibly- retain cert:aitl:'proRer1:iej~,· on "a:" ',-" 

. .' -, ", "'... . .. ,.... ",' .,~",,"', .~.,'~' .';; '-) -; "- ~ '" :' .' .... ~ .- ":: .': 
short-tum, basiS. ·if 'theil.'" :cun:erit market valuewa:~' s'igri'!'fic.a.ntly " 
depressed: or, if, they' h'ad a large p01:en1:iaf value: ~rily:"t:6,vr,at~iye:rs'~": ',",' 
We will consider both of. these options'for' te~na:tirii EEDA ':iri 'f~tU::~~-

• .... • • ...' • _, _.',' •• '," "', ~'.) ... ::,: a\,.,.. ~,': ':" ,':' • ..: \'; "'~, -~ ': 
decl.sl..ons ~ ~. ," ,', . . ," .. I' • 

Until, we ,get' 'more, information. we' .;.nll- not:~ r~qu:ire Edi'so~-: 
to purchase its EEDA'properties' from its' ratepayers.:" 'I'he:~,\i.:r"' i,,' ,:C_," 

draft decision states that Edison' snet present~~vaiue )est~te of -:.', " 
• • .. '., .... ,.. _.~, r'- .... ",' -" -r',I",""'"',.: '~H: >, ..... :' "0_:,,,: 

$64.:million isa reasona.ble 8l:l0imt for Edison ',to' pay to its"'. 
ratepayers '~for the acquisition of its EEDA p~opertie~~' :r:;::e~timB.ting-' 

." "_ "." I.' ' ... ,- '."': .;. ,'."',".,',. .", ... ,. ",1 , ._ 

this -net ratepayer benefit at the time' of"hearing; "December '9 ~ 1982 
th:ough Feb'rual."Y 9 ~ '1983~ 'a"var£ety ,·of~assumpt1on.s~w~~e·;~de=1:>y::id~i~~' 

. " ,.' I .. " ,... ', .• ] ... ~ < l' " .'~. ..' .,' .: ~ :' -",': .. ,:- ! 

that no longer appear to be reasonable in today • S energy'~~et. In 

addition;. ..as Eclison points' 'out; the 'value of' it; 'Ei:DA'~pio~er~1es " ." ". _, 
is affected -by income taxes which 'are calculated' diffd~tlyf';cim the .. <. 

perspeeti ve of-,ratepayers ,,'cOmpared' to 'Edison'· ssharehoid~; "0; ~'th!ici-' 
party investor. According to Edison, this income tax effect was not 
taken into account in their calculation of the $64 million figure. 

The record of this proceeding does not adequately explore 
or explain the magnitude of the income tax differential. Only the 
co~ents on the draft decision have begun to shed soce ligh1: on the 
issue. Edison clatms that a third party investor would pay about 
$50 million more in income taxes than ra1:epayers would ~ The staff's 
original testimony states that $40 million worth of income taxes would 
have to be paid on the future cash flow derived from Edison's ~1)A 
properties. What is now clear is that the parties in this case have 
not demonstrated to our satisfaction that $64 million ~s a fair 
acquisition price for Edison's EEDA projects. In faet~ it was never 
the intent of the parties in this proceeding to determine a fair 
acquisition price for either Edison or SDG&E's EEDA properties. 
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,We pl.an~o, ,terminate, ti1e entire EEDA.,:p'r,O:Ces.s; as: qu;!ckly .. ,>.~:" ,~:,,' 
as Pos~'ibie' ~hiYe' 'al'~.o att~I:lp~~i~g.··~;·. ~i~~e" rate~ay:er"':bene£it:s:.:": ... ,,:>'.'~ 
There:for~,~' w~in.tend, "~'o "ul~i~~~ly .'o.i;~t,Edison', and" ,S~·.,to~ sel:J::~' ::c 

or ~e~n;~t:~. al'i: funding fo~ ,~ost .. ~£", t,hti.r:. ,existing EEDA:· proj:eets- ~'.~:':, .. ', 
m thin 'three' years' 'of_ the 'd~t~ '~f, this order. This. is:' a: reasonable"": ')~ 
time 'pe~i~d' fo::, the' cOm?l~t'io~'~'f ~'t1d ,do~ .ac~iyi ties. -: anci,~ it? is_ . ',\ , ...... 
con~lstent Wi~h" our usual ~i:t~' li'mitof' three years for holding~.,:.::; .. ': .. ; 

Plan~ Hel.d for FU,ture, Use (PHFU), in" rate base·. ",We". may.\,allow,: 
' ; I' - ..... , • ~:.. • • '" ~ .~ .> ,I, .' ,,,, ." '" "'. ~".. ... " _, 

Edison and SDG&E, to r,e,~ain. ce:::~ain pro-je~ts· :for,~ longer::.t:han three,::;~, ':,' 

.' 

years i~ it~ can"be sho~ 'b~y~;d' ~~re~s~n,~"t>l~ doub~:that.dOing,::So:;iS:~',-":' 
in the interest of ratepayers ... 'This tligJ:l~"be.the::case for.:producti-ve'; '.; 
projects .which~c:anttbe sold ~t~' a' ~~a~onable,.price.,.,:or:.,prO.i-ects'::.with:,~.: 
se~er~ iy d~press:ed. ~rket. ~al ~~~'~, ,. w~ ~y" ~l~o ;allow MONO -:~and ':'NARCO,~ ; :.':: 
to neg~tia~e :'~~en:iding, ~oyaity "int~~e~,t_:arrangements.:ii'::S~Ch<~, :':,. :_'c" ~,:: 
a:i~g~1:lent~"ben~fit ratepay~rs,~ ~'~ ',:< ':"':"" ~'-. :;:.::;.".,:~~~.: '.:::~~>:;,.: ::;"; ;:"/:: 

., . 'MO:>iO ,inc! NAACO ,a~~· aiio';~c!. to con1;inue." b;iUing :Uison :ane!" :' _, • 
SDG&E ~~r' e~S,t.ins·· EEDA p~og:, a~ :.'th,ro,~8h:thef.u,e.l S~%')l,i~ '.~harge:, '.~ '::"; ". ; .:. 

until we 'ha-ie ~.t:he J~n£~~t.ion "~e~e~~ry,to ... make,~a, final.-:de.t~r.minati~n:' ~ ..... ' :~ _ ,-~; . ' -: ",> \; .. '" .... __ .... " i ;' '. "' ' .. ' '." _ .... ' ..... .,' .... ." _ , , '. ~ ... , ~. 

,,, ..... ,." ...... 
,,'. _ ...... , . ., 

...... , IP ... _ ... ' .. ' 
. ........ .... - -.... ,' .. 

. " _ .... -' -- ..... ~-' ........ 
I ~ •• _ ,_, ,', 

..... W"_ 

.. ' , .~ 

_ .... J.~ " ,'''' 

•• " _. ,,~~..,J > .. 

10 • • < .. ,~. __ .... , , ... 

~ ...... ~,. .... "' ,- - .. , ..., .... '," ' .... '._ .r" .... , ...... - .. , ' •• ,."' .. 
.:~. _ "¥ .' • ..J _ '~ .. _. ", ' ... ,.,.." 
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rega.:ding,·t'he ~ disposition o~;.'th'es:e· ~'Progral:lS'.; In ('the:' meanti1lle·;'; :-~':'~:::'::;~~ 
Edison and;: SDG&E::' should' 'keep 'all' :expendi t:ures on~ "the'ir: -exis ting".: .:~:. :'. >",': 

EEDA"programs. =to-;:.a; practical minit:n:r::r., arid -proceed ::with;·the. not:ton·,"~ , " 

that we 'will ultiIOat:ely: ,¢%'der:>t'he sale:cf most~, EEDA\proper't'ies':;-:" ,.",' 

wi'thin "thrcc' 'years. of ··the :': <iate of ·this.order:.·, E<l!-s'on::'"'an<i": SDG&E.: ,. -; ... 
should realize ;:thar·'We· 'Will 'critically -review maj:or:' expendi'1:Ures' '.::' 
occurri.ng after' the dal:e .:0£: this." order • 'In: addit~on:,: ve:-w:ul not 
decrease' Edison·$.;;and SDG&E ':$' .-'rate'of~ return on: :£unas;~vested.:: ,.': :--:-:",:,,, 

in approyed- EEDA' .pro j ecrs:. to' .'thei-r:respective '... yiel:ds. ,on :'new' .:issues', :: ~ :; 

of long-term debt· as recommen.ded- by' s.taff. ~: AlthOugh this':eeommend';"~: 
ation is well .reas.oned.~ 'j,t· would~ not' be appropriau::for :-us;-:',to'·: ":" :':,.: ;'::
change ,the, : participants.'. ,rate' of" reeurn; ., at 'this; late"": .da.te~ :'~,We ::. , .... " :: ;;,.. 

prefer' to-: protect'ratepayers :.by.· 'terminatingEEDA;'as' quickly :as ~ possible . 
. 1~e 'direct Edison" and SDG&E-~' to ' jointly.' hi..-re' a.:qu.a.l.i.fied": ',::-:;.,' 

consultant~to,::devel.op .a. proposal and schedule~,£or:the :eventual''':saJ:e.;;2 
and phasing-out o£"all:EEDA.: ,programs. ,The:' t>:rop~al ~should~'spec:1:£yj': 
when and how. each -projeC't:,shOuld be:.sold'in'order:~tO;:ma.ximize rau-:-:,: 
payer benefits.·,.· -The' se-lectiou"of"the, outside:'consultant::'sha.l,l'be:~'.:)- ~ 

made with ~th'e ·involvement and"appr.oval= of our staff:· :~'Inc'add:Ction~~ ~~"':. 
our staifshould:have:the m3jor':role~in:defin:tng.'the'.:eonsu1taIi1:'·S:·:;:, :::
scope of' work,' 'managing: the: consul tant~~: and'· assurl:ng: tha.'t C' 'the-' . ::<",: ": ", ~.~ 

consultant's analysis and final report is consistent with the-::OpiniOI:1f 

we have set forth here today. We direct our Executive D:Lrec:tor.3:,o~:,~~, 
coordinate.' the:' staff:' invobiement· 'Wi th~\ Edison:and "SDG&E'·:inG th£s matter. 
The consultanr.: should 'keep . in:. mind·'tha:t. i£~ i1:'.s._'feasib·l:e·~an(Li.n.7the-:::~~ 

. , 

best in:terestofratepaye:rs,;,''We:'hope",to;~phase .;'o~ most;. ±f'-':uOt al:l'::'-:: 
EEDA programs wi thin three' years of : the' . date O'f; this:: .order:::~ The:' ,; : ::.~ 
consultant should conSider the ·significant: fa~tors affecting the value 
of EEDA p~ope:rties to the ratepayers or a third party investor suCh 
as any recapture of income tax credits. At a minit:rl.lm, the consultant 
should alsO': . 1. Appraise the curren~ market value for each of Edison's 

-48a-
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and SOG&E's existing EEOA projects .. reiying upon current esti~.a.tes. of- ~a): -::.:~,,-'" 
anticipated rates. of ~.rocuetion and/or- ce1 iverabil ity,. ell) pl"O<1uetion 1ife of 
the resource~ (c)market price for the resource,. (d) r-easonab1e costs of 

production •. ar.d.:- (e)::: taxes on a nonconso-l i,-date<kbas:is ti:.e:~ ".,treat;,ng;"MONO:,:: .... :,~:.: ... ':: 
and NAROC:as: separate companies ~9aged''-J in '.the~ener'9Y;:rescurce. business»,::', :-:c., ~ ,:-::. 

2. Oetenni:ne-:the :ho-1di.1\9 cos;~assoe:iated~with.exi.sting 'proje<:ts.;:3 .. "::0ete.rm.ine' ,.:: 
which pro.iects~ 'if ~any~. 'should',be 1<ept'and funded- .throu9~:their~ u$efu1;:1'lfe'" :: ' ... ~: 

(e.g.,. producing ·projects):;. and 4;..··:·:Deve1op 'an approp~i·ate::b.idd;n9·.procedure:·: ~': .. ::;\' 

for E('i!."n~and..:SD~&E.tC' 'sen the,-r . 'interest,';'" ;:their~EEOA':,projects~,·~ .:: >'j":.: .;:.',' 

~, ~ The.c:onsu1tant shaU submit,its~~f:inaL"T.ep~rt.tO:·,the:,;'Offi.'Ces::of:eacb:,·., :<::: 

Corr:nissioner: and -the:. Executive "Oirecwr-~,witl'tin·"six' oonths of: :the'da.te::of this::": ~, 

order-•.. At _that"time~ the Executive Director. shou1.t1~consult :with/.the~ Ass:i.se~:".:, .', 

CC1rJti'Ssione!" , -and _,the At.J Division. to . determine:hoW:.to ::proceed, w:ith.~-the-:,~ter .. · :':~ . ., .. <:' 

mination of :ex.isting:E'EDA. programs.. Fol10w'in9:these:ccnsulta.tions9 ,:the·~ ,., -:' :,' , :' :._ 
Assi gne<1 Coren; ss. ioner' sha,11 report to·;:the -'other. Corrmissi:oners;regar.ding ::.,the ",,; ~.;. ';.: 

. " procedural, options:avai1ab-le::to uS.·in term:inati.ng thes.~.EEOA·.j:rosr.arns-,,:tosether.:.'~ -:(.~ 

with any ,recOtl1'Denda ti onshe- ,or she mi:ght~:have:: ':We ,may-· then deei de ::to-.l:'equ i re 

Edison andSOG&E,to imnediate1y' .pur.ehase~:·their. respect5ve EEDA:~·Pt'09rams:fr.om::., ,.:-:::, 
the r.atepayers. at :a: fair value..: o'C-we may:~hoose to,,'.adopt'a.more 9r.aaua1:·::: .:< :: :: .. 
schedu:1ed phase ~-OUt of EEDA'.\othere.~ind:ividua·l Pr."Oj~ts ~a:re.s()ld by a., bi-ddin9:~;:,' : :<' ... 
procedure~and' any net proceeds, ,from:.the. sa·1e: are- credited to. "ratepayer,-s. ," We wil~':,:~ 

keep ,th..is.~pr.oceedtng open so that we can· i'ssue.,furthe-cdecisi.ons;:as ,requi~· ... : :» :~: 

to accomplish:. ~this, :tetmination.~ .~ ':this-. pr~ure.~ ~re".,~t::~ ~~\70~~:d.:. ";.~' ',. . " ~, . ... 

parties are.:treateC.· fair:1y~·and. that ra.tepayers t,. 'return Or\~t~~:i-'(",.:.EEOA.:'inves'tmen.t:::.::-, 

Pend i-09 ?rejects:~ . __ ::.. ': ;:: " .. ' ::. :. :; :',', -:- :. :; ... , . '-: ~.: :;, :~ ,;'_, ':~';: !: ~ ::c, .:~ :: ',):~ ',;, ',' ~.:, :-: ~i''''' 

~Ed is on .. has.: four project ,letters .'Pend ;:n9: .for. capP'COva;1::.::- ;;;The-:to~l.·. :: .. ~: :> ":: .:.' ':;::. 

expendi tares. for ·;these: proj ects: tbrougn .. the-. endof~ 198.1 .amounteckto :$4:.::.4e . . ; ;': .:':::/7 

r.til1ion. ~'Ed'ison c1aims these ,pro$e:cts.:were:· undertaken,·w.itn:-consideration,<to,· :'. '.,":: . 

• I ~,.. ~.. ..' - ,,'" - • _'. . ~.. ..... ......... ,. • -:.. .-.... ~ '", '7"... _....". '"., ,c. =-. ..._ . ...:' ._ ... ' ,? .'.-=-:..}' ~.. :: ,~ .••.• ~" ._' '." '.'.'~. ~.~ • .:: ,.' '.' , ,,",',:':, ,~_ . ... 1 __ :" .... , .... ' ..... ,'... ... ~ _ : ...... .' .:. .-, ~. -; .. ~ ... ~ .... ~:.,.~... ~ .... : .',,:. _' _ •. ,... ...... _:1 0'. I .' __ . __ , ..., _ _ --." _ ~ __ 

. -~".... "':~, ,~\ 
~"''''''''... -'.".. 

•• 
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and SDG&E's existing EEDA projects~ relying upon current esdmates of' :(a)'~-:::'::' :,~:.:, 
anticipated rates of ~ .. roduction and/or deliverability, (b) production life of 

the resource, (c)market price for the resource~ Cd) reasonable costs of 

production. ar.d,,(e} taxes or. a nonconsoH-date<1',basi~ ('i:.e:~ •. treating::,MONq:.':, ... ,' 

and NAROC as saparate companies ~9age-d',i'n' the,ener9'y;-resourc~ buSiness);-:'","'.: 

2. Determine- the ,h<>l ding cos.t associated ,with existing: 'pr.ojeets~ :,3.~'·. Determine: .. 

which proje<:ts.ifany~. ShOuld ,be kept and, funded, through·thei:r,~usefuLli.fe-'.,. " 

(e.g_, producinS:projects); and: 4 .•. ··Oeve1opan appropri'ate:j>idding,-p1"Ocedure:'" :: .. , 

fer E('i$"n"and:SO~&E, te',sen the.ir interestdn their ':EEDk, projects.> '.:' ,', -,: 

_ :.~ The:, cons.ultant: :shall submitits'.finaLreport ,tOo. the-:offi.-ces::of"eacb-:- .. ::: :,<: .. 

Corr:nissioner:: and ,the_Executive ;Di'l"e-ctQT"~w;th:in-::six' :oonths of~,·.the·date::of titis::. ~~:; ,:;, 

order •. __ At,.that ti1lle. the Executive Di:rector:should';consu1t~~:,the:Ass.i.gr.~::', ~' 

CCI'I'Jtissioner'and ,the ALJ' Division. to determine' how: to..:proceed. w:ith': .. -the:.::te~'· ~2.' 

minat'ion of. .existing EEDA programs •. ,Fo1lowing:these::consultatioDs',,'the':,: :' .~··2. '., 

Ass; gned Coren; ssioner':sba.1 1 report to': the . other Cotmli:ssi.oner-s: ,T"egar.di.ng ·::the~: ;', ," ::: 

. procedut"a1 options avai1al>1e:tousi'nterminati,"S tn~se ~EED.q,'~s:roSr:arns .. ::tosether>.'-:-.-: 

with any recOntne~at'ionshe:or -shem'i-ght~have:':We-ma-y.:.then de:cide-~to-:r.equire 

Edison and SDG&E-.to inmediately: ,purchase,:their.re-spect,ive EEOA::'progr.ams:"from.: .. ;.,~:::;' 

the ratepaye-rs,at'a', fa'~r,.value-~or.we may."(:hoose-.to:adopt-a.more gr.:a:dua1<: ,'. 
schedu-1ed phase .'.out: of :EEO.A.:'ffhere.:ind,iv:idl,la-J p~j-ects :a:re' s01-<1 bya bi'dding:-';' ", 

procedure :.and- any- net proceeds; ..from : .. the· sa·1 e, are: ': a-edi·ted" to. ·ra tepaye,rs.;. ;'~We will ,:~ .'-
keepthis,:'proceedtng open'so that we:, can" i:ssue.:.further ;~ec'i.s;,ons.·,as ,requi're<k- :.:::, ';'; 

to accompHsh~.this.:teoni::ation .. ~.lhis:procedure. ~ ~r~,.~t:.:.~;~~yo~y~.: .;'.~:: 
parties are;·treate<1: fai'r.1Y.·and that ra,.tepayers·: :~turn o_~,:t~e:i'r. EEOA.:.:fnves'troent,:::.:, ' 

tS)llax.im'i'Zed:": ':', : ,:., .. ,~. -::::.: :~:-:.:~::: -: .:',-:.'" ~;::':', .,,;::"<.>\.:~:, :.:' :;:-;,::_'::~~c';<):) 

Pending !>ro~s~" ... ,.;:..:, __ " ::::'~''7.,.,~, ,~,: .', .. .>':~ /::::",:., :'::~C~~ :'~'.' c:)'.,~.< ':/ .. : 

, N •• ; ~.'7£di:son :has.: four project ,letters ~pend}ng-::for.(appr.o~l.:; ;;The-:.tota-l.,<: ":-::.,.,:: ~ 

expenditores: .for,these~projects: th1"Oush.<the. end· of: 198-l.amoun.te<i::to' ($4.:..¢e:.,,";-: ~./.:':' 

mil1fon.,Edison claims. these 'prcjects-:-wer.:e; undertakenc'~ith:eonsider,ation,:'tO,:: :' .... ~,: 

satisfyj,ng: EEDA.;ai"teria-~ and a~ks~that=they be::'approved'';::- -:.:.,-::: ;",,; :;::.':'::':: :::":C,:~::~ 
, . . ~'-' ," ~'": .,; : -; ~. ' , 

~;~.:c; ... ~:J:~~": '")",:",::"1 2 ~~ . ... , . 
..:: ... .:...'.:~~~; 

-, .... ,.:: ~-
-48b-

.' 

• 



•• 

• 

OIl 82-07-01 cg 
" .. , . \ . 
- .... 1 ~ 'j ..... _ "\ 

... '"" ,"" "', ~ .• , ........ ' •• " • .t. '":" 

'We are no~ willing ~o approve specific projeces.:,:tn..:an,~~"' .. :,:;_~~_~ 
invest:tgation. ~p:::oceeding~ Edison is ":free to ~=ffle::an aw!1:('2a~ion :. 

Of course~ as the proposing approp:::ia~e ~reatcent of its costs. 
applicant; it -will: 'have-the ':bUiden'of"proof~' . Somc'more Subst~tfal 
showing is required than i~s generalized statements regarding ,the 
need to 'do':soIl:eth£ng to ·respOrid ·:to '::energj"stipply ':cond11:fons~; " 
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takes into account past performance. 
4. For analytical purposes the ratepayer is reasonably ~reated 

as the investor in EEDA projects and the utility is a lender. 
5. A discount rate of 9.4% is reasonable for calculating the 

present value of Edison's EEDA historical cash flows. 
6. From its inception through 1981. the present value o~ the 

historical cash flows of Edison's EEDA program was about negative 
~237.6 million. 

7. SDG&E is unable to quantify the impact of its EEDA program 
on its ratepayers. 

8. The present value of future cash flows is uncertain. 
9. Edison calculates the present value of its future cash 

flows for approved projects as $6~ million, based on year-end 1982. 
10. Edison's EEDA has had a substantial negative financial 

impact on Edison's ratepayers. 
'1. Energy markets are among the riskiest of any. 
'2. In every EEDA resource Edison is a joint venture partner 

with an established energy company that is risking capital. 
13. The participation by the established energy company is 

evidence that Edison's participation is prudent. 
14. 

developed 
15. 

EEDA is not necessary to develop resources that are being 
by establisbec energy companies. 
EEDA has not secured additional supplies of energy that 

would not otherwise be availa ole. . , 
, 

16. EEDA bas not obtained needed supplies at· an earlier date . 

• 

• 

• 
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:regaX'ding/the 'disposition of' ~t:hes:e::prograt:LS'.: In ~he:.' me.mti'me~: "~'.: .. :;<~~.; 
Edison and,; SDG&E:: should' "keep' 'all :expendi t:u:r:es '. on:::the:tr: "exist:t'tl.g;'~ ,: ", :: "~ 

EEDA "p:rog7:ams. :to~:a; 'practiea111zini::zu:::;and :'proeeed ·:witb;,'t.be:'·llOtion'::~. 

that we 'will ulti'IDat:ely:.o:rder,the' sale'of most- EEDA,\prope:rties':-:: .. - --,. .. ' 

withil'l'three' years of the~ date of :this:"'order:~, E(n'soil::'and~ SJ:>G&E.:' ,- .';. 
should realize :t:hat ''We will -eri.tical1y: 'review maj.or~ ~ditures: ',: .. :,' 
oeeurring after the date :of ':rhis;' o:rder.; . In:: addition;':we::;-wi.'ll not: 
dec:rease Edison' s:and SDG&E ':5 rate' :of~'return,on:·.f~ds:\,':£:nvested\:':.: ~ ..... :: 

in appro'Ved~ EEDA: .p:roj ects: to .thei-r :;:respecti.ve -yieJ:ds. 'on :'uew. :issues:. .: -'; 
of long-t.eX'm,debt·, as', recommended-by' s.1:aff .",: AlthCugh 1:his":recoxr:mend-::: 
ation is well .reaSOtled~.i t' ~ould~ not'- oe appropriate: for :US'. ',to:, ":'::. H •• -: 

change the' par1:icipaut:s. '.'. Tate of return. 'at'1:h1s; l:ate'~ 'date:; :' "-We .:. '.: .. '::,,: 
p:efe:r to: protect' :ratepayers ,:by, terminating :EEDA' as ·,qui:ckly~,~a.S,.possibJ.e. 

, ,1Je :direct Edison" and SDG&E.." to 'j ointly::hire; :.a.:'quali£ied': ,:.:' '.': 

consu1ta:c:t:~t.o .develop a' ,proposal' and' s.chedule'~"forthe ,:evelitu.al:-:sal:e .:: 
and phasing, out of: 'all:' EEDA: ·programs.' '.The: proposal::shou1d:':s~ci:fy .. , •.. 
when and' how', each.project ,:shOuld be"so1d·i!l~orde'i:::to.:m:aximi'z~ rau-":::: 

payer bene£its-.~- The: s'e!ectiou' of the: outside ~ con:s'Ultant.~·sha:ll" be: <,"--: 

made with ,the iuvo1.vement and'appr..oval: ()£ our staff: ~. 'In':a:ddtt1on:,~' :'; 
our s taffshould" have the l:laj or role' in defining. the' consul:'eatit"S:~; . ., 
scope'of 'work ,1Il8.rlaging the:,consttl tallt:;· and: assuring: tha:t,~ the ":,':~:' . :-": ' ~ 
consultant's analysis and final report is consistent with the::opinion: 
~e have set forth here today. We direct our Executive Di~~c:eor_,':t,o __ ~:.~~.: 
cooX'dinau'the staff'involv'emeri.t· with.'Edis-on. :and -SDG&E"incth£s matter. 
The consultant: should keep "in:. mind· that if~ i't's·.feasibJ:e~aUd--i.n: the::/, 
best interest:~of~ratepayers; -we'-hope,<to':phase ~~oue: most';. :i;£'::nOt aU, ~.7: 
EEDA pros;rams within th:ree yearso£,~the~da.te, of.·;this':~.()rder::? 'tb.e(',:::, 

consultant should consider the ,significant fac,tors affecting the value 

of EEDA prope:rties to the ratepayers or a third party investor suCh 
as my recapture of income tax credits. At a miniI:l'lJXll,. the consultant 
should also: '1. Appraise ~he current market value for each of Edison's 

-48a-
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and SOG&E's existing EEOA projects, re1ying upon current estirr.ates of (a) ';- :...:. 

anticipated rates of ~roduct'ion and/or ceHverabi1ity, (b) production life of 

the resource, (c)market price for the resource. Cd) reasonable costs of 

production,.-ar.d:-(e)~taxes on a nonconso-Ji-oatea-:basis C:t.e .. , .treati.ng;.MCNG.: ... - . 

and NAROC,as separate companies. '~9asedj i-n° ·:th,~~ener9y;,resource: business) ;:_, .~:C "_'" 

2. Determine: the: ~ho-l ding ,cost.assoc.iated .. with .. '_existi.~ -projects; :3.;~::,Dete:nnine r ,:-:: 

which projec:ts-,:.i-f·.any~ ~shou1-d':be kept ,and· funded" through:tbei-r:u$efuj~li.;fe ',' ,;,-, 
(e. g., produci Tlg, pro-j ects}; and: 4 ... -:Develop -an appropr:i,a:te:-;bi'dd'; n9 ,-procedure-' .: :: :: . ..:'; 

for EC:i!."n~al'lli,SOe&E'., to- .sell the5·r:.i.nteres:t.- jn ::their :E.EDA-:-prO'jects~.l::;:':' ;~'.~ -~- .. ::: '" ': -,> 
. --: .: The:consu1:tantshall submit jts:f.inalt.r.ep~r.t _to--.the.;off;:ces·:.of.:~eacb,; , .. :::' G 

COrm'lissioner:: .and .the~ Executive .D'irector~·,wittrin".-si-x! oon.ths of: .. the' date .. : of. this:.:::'.j 

order _ '. At ... tha,t . time, the ' E~ecuti ve . Director.: shou ld~ consu'1 t·:'td:tn/tne: Ass:; Sr.e<:' :' r,-, .::. 

Ccrr;rr.issione:r-and ,.the ALJ"Div'~$ion, to determine· hOW:.to:proceed witD:~he-:_ter- ":--:- ,: '" 

mination of, ,existing: EEDA programs. fol1owing~these:consu1:ta.tions', _the-A ;:: ,"':':',.:~;, 

Ass; gned Con:mi ss joner'. shall . report _ to":tbeother Corml'tss;:one'rS~ .regardi.ng ~_:the ,'" .. -: . '.:: . 

. _proceduT'a L opt.; ons .ava i1 al>l e~: to us ,'. i-1t termi nat i_ns thes~ .£EOA,'~~ l'Osr.arns:, ~"t0gethe~ :. ... ~ 
with any reco!mlendationshe-,o~ -she might:.:have:: .We may. then de:cide-::tchrequire 

Edison an(1 SDG&E"to inrnediately .. purchase:.their"respect.ive EEDA:,·programs:..from::_,,-:··:~ 
the r.~tepa:yers:at 'a fair va1ue,:-~ or. 'we may;'choose:to:adopt:a: more gradual,_:', .-'., : .. -:. 
sChedu-led phase:out::of:EEOA:.'fiIhere~-ind:iv,idua-J Pl"Ojects:a.reso-ld by, a: b-i·dding··-, >, 

procedure_,~and"any ,·net_ proceeds· Jrom: .. the sale~ areJ,O"'edited to--ratepayers., .-:.W,e w:i:l~,' ~:. 

keep .thi s:: proeeed5'n9 open so tha:t we: can· _ issue . further deei,$i:ons:~a-s'.requi·r:ed·", .~, L : <:.' 

to accomplish' :thi~: ~e::mi~tion._ .~ ~s: procedure. ~ ~re ,~t::~~.: ~~vo}-~~.~ "; :.::. 

parti es are!reateci: fa i1"'1y:and: that r,a.tepayers ~':.retum 0!:l,·:t~.e-}r>EEDA.-:jnveStment~::.:;. '_: 
i·s-:max..imi:zed~~ .. :;' _.. -

Pendi-ngProjects: ..... __ q,~ , ,. -........ ". ., 
,..... """..,.; _~ ,.., - "..1 , ... ,'\ 

. ::.:, -~ .. ;£dison..:ha:s:.four project·letters _pend}ng::-·for(approval.~· ::The:~:tota-1- <:_ ~:.::.:::

expend:i tor:es-fol'" -:these ;-proj ec:s': t'hrough-the:end' of.: 198-1 .amounted ,:;to' r$4-.:.4e· : ,.:.:; : .. ' .. ,.~, 

::'Ii111'on. :Edisen c1a'ims' ~se ·.PT'Oj~ts;wl~~e:: .. underta.k.en.·w.'ith:consider:a.tiort:to:' ~J: 

sa tisfyi.ng· EEDA:~eriteTia-; •. : and asks.::..tha.t::;they be-.ap~roved-;: -::'::' ;;.,.;- ":~:"';:2(:~;C; .~.:::::'::: 
• • ..... _ - -. ". J " 

f ~c <.... . . "" ~_... ,'.. _ ... 

,"" ;. .. -
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~ ,", ,., .,' 1.,'" • ..:. ".~ ...... ('", 

...... ' .... \ I. - ~_ ,~. .- , .... "., 

Findings .of-F.act. " . :~,H ~ :. ~': •• ::~ :''-: ',;',' ::' ~.:: ::,:~, 'J:; ~; :~:, H •• :-";' :'::':; ,:,~;.~ .'J," ' 

1 .. ;,:: .. ~A: .:~4;$. a,1..::. tllo~izecl. for..; ·;Edi:-5~nl.n :;.' 97:~: :-:and ,:;t;o~ ~~E: )~t,n':: .~ ')-::-:_= 
1976. 

-2 - ~ Under, t.he rEEDA ,.,pr,oeedure -.utili ty, .i:lv~,stments 'a~e -relati yel:Yt, I" 
.4. " ... ",; ..... "'.f __ '" > .... ' .... " .1 ... ..,.... ,,' •••. , • __ .. , 'w' .. '-, • .,' ;.".'~; '" ... v' ..../ " " -_ ., ~.. ~ ...,.... • ',. ';. .~ __ ..... 

r1sk~r~~e,~. ":3.7 .: .. ·.:'c .. '),~::c) .. :· ·~:'!·~l,~ .. ~ '.., _:.... . ... ,.,':·~.~ ... i,:..· .,:.:.)~f~~ ,_:~~~ ":(~~.":::': ~),.);,,,~~,~:"~~:I':': :,: .. ft,: :~:t::.::~·:jf~~ 
3. An ,appropriate -til:I.aneial . ..analYsis,.of, .. tlle EEpk:-p,r,~sra.m.s t):' .: ~.:>;;' 

• - -Pi' ., ... ' -.T ~..~, • d .~..' '.' -' "" .... ~ .. , -" '" 

takes into account past pe~fo~manee. 
~. For analytical purposes the ratepayer is reasonably treat~d 

as the investor in EEDA projects and the utility is a lender. 
5. A discount rate of 9.~% is reasonable fo~ calculating the 

present value of Edison's EEDA historical cash flows. 
6. From its inception th~ough 1981, the present value of the 

historical cash flows of Edison's EEDA program was about negative 
~237.6 million. 

7. SDG&E is unable to quantify the impact of its EEDA program 
on its ~atepayers. 

8. The present value or f~t~re cash flows is ~ncertain. 
9. Edison calculates the present value of its future cash 

flows for approved projects as $61.1 million, based on year-end 1982. 
10. Edison's EEDA has had a substantial negative financial 

impact on Edison's ratepayers. 
11. Energy markets are among the riskiest of any. 
12. In every EEDA resource Edison is a jOint venture partner 

with an established energy company that is risking capital. 
13. The participation by the established energy company is 

evidence that Edison's participation is prudent. 
14. EEDA is not necessary to develop resources that are being 

developed by esta~lished energy companies. 
'5. EEDA has not secureC1 additional supplies of energy that 

would not otherwise be available. 
"" 16. EEDA has not obtained needed supplies at an earlier date • 

• 

• 

• 
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We are not: willing to approve specific projecti.:.,~m::~.;-·2,.:.:~:..::~: 
investigation' proC:eed:tng.~ - 'Edison 'is :':free to ''fil'e'atJ, app;l~cation ~ ~:. 

Of course~ as the proposing appropria~e treatment of its costs. 
applicant: it will 'have the "burden of 1'roof~: Some more subsiantial 
sho'W1ng is required than its generalized statements regarding -the' 
need to 'do"' so:::etJi:Gig 
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17. EEDA mismatches risks and benefits between generations of :~~ . . ~ 
ratepayers. _ 0 . ..::..'~: .~:~;, :O';I):,"::~.:: 

18;',.Edison·s ealculat1on;of the, present value:~of.~:the: fueure,",:~:::.:. 

cash flows, of. its _approvedEEDA. .pro-j e:ets ~ on-a. ·proJect·: J.1£e:.-:basis·... 1-s' 
not a reasonable basis for Edison t s acquisition of its EEDA proj.ects~~ 

£ro1:1. its..-ratepayer~. ;' . --::-:) :::< .,'-." :.... .:~: ~.),.';_::" '-",< ,': 
19 .', A,:sa.le~ p:roc~.dure,will: developmaxillll.ml ,benefits ~or -Edi-son :": :: 

and SDG&E ratepayers. .." .:. 'F'~'" .' • 

20. 'I'l:u:'ee years is a reasona~le-: ,time-£rame:·in~,which',EEDA':s 
wind down can be completed. '0'. - " 0.,' ~': ,,' '. _ ',:' . 

2.1. It. is "reasonable. to hire a 'consult43:nt to- deve-lop<a proposal 
and schedule for the eventual sale and phasing out of all EEDA programs. 

22. It is reasonable for Edison and SDG&E to kee~ their future 

expenditures ,on approved EEDA projects at a practical t:linimum.. 
23 .... 'rus~ order sho~id be effective on the date signed in order 

to avoid further n~gatiye.;~acts of the EEDA procedure. 
Conclusions of Law 

1. The-- EEDA .programS have been unsuccessful. 
2. All new EEDA programs should be prohibited. 

3. The ratepayers' interest in existing EEDA projects should 
, . 

wind down in a way that m.axi'tlizes ratepayer benefit. 
4. 'l'b.1s proceeding should remain open \mtil further order 

of this Commission. 

ORDER 

--~-
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2. Edison and SDG&E shall jointly hire an outside .;;'':';,(.'.::::C'"~ 

consuluui. as ~des:cribed' :rn~ thi's', de'cis':ron'.~'t:o.' forWard: a::;'Pro~sal~": 
to: the :CommisS.io~:regarding· t:he::terminat::onof" 'exis1:ing:' F:r:Jk: '~"-' ,: :: 

.-prot""!"': ...... "'·':·. o-~- ",_,Io. •• \.. 

3. The Executive 
inhirins "arid :::lanaging 
Paragraph 2. 

,r '.11'
·",·.'ce 

" ........ ,.,,:' ""'.' ... , "', .. " 
.. ' .•• ,,' .~ .i,' .~. ,,' .... , '._."" 
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This order is effective today. . .::",::; ;~,,::; ::;-';::.:> 
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it eont~nds that the market value of its geothermal assets clearly 
exceeds the cost to the ratep~ers and that Xaiparowit8 has a 

positive value. Further, SDG&E eomplaine that the statt position 
ignores the advantages and benefits of EEDA discussed in D.88121 that 
are not of a quantitative nature. L' 
Discussion 

We reject Edison's contention tha ~he relevant financial 
analysis of EEDA is prospective only. T7~analYS1e performed by 
Edison is simply inadequate to support ~e continuation of EEDA. The 
more complete analysis provided by st~ confirms what Edison's 
omissions imply: EEDA has ~ailed~ ;I 

Edison's analysis is limited to projects that are already 
included in EEDA. Such an analys{s does not accurately portray an 
ongoing EEDA program because iy!excludes the e~!ects o! new projects 
that would be undertaken it EEnA were continued. The performance o! 

/ 
an ongoing program would depend on the success of Edison's 
exploration and developmen~etforts. There is no indication that 
Mono has changed either i~ management or its practices. Thus the 

I 
best evidence of the like1ihood that Mono Will succeed is its past 

pertor=ance. t 
The thorough analysis provided by stat! addresses this 

problem. Using the 9 ~~ discount rate that D'Antonio considers 
appropriate yields a;begative present value of all historical cash 
flows of $2;7.6 mill~on. Both Edison and SDG&E criticize his method, 

I 

but neither party eyer attempted to offer an alternative 
I 

computation. We can only construe their failure as a tacit admission 
I 

that the results w,ould not be materially more favorable to their 
I 

position. / 
~ 
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exploration and d.evelopment activities, not projects in the 
production phase. Edison suggests that details of a wind down 
program should be worked out with the staff. 

SDG&E suggests that the Commission direct an orderly 
termination of the program consistent with the individual commitments 
of the utilities. SDG&E states that the order be structured to 
maximize potential gain from existing projects and to minimize 
losses, and. proposing this be accomplished by maintaining the 
existing procedure intact an~ by simply not approving~ew projects. 

Regaraing ::::~i::"::;:::s:h:~~~!)~r::o~::~£:;:::nn::dP;~~:~t:: 
ordered to perform a present value analysi of all options for their 
projects. Staff argues that unless Ed' on and SDG&E show clearly 
that it is to continue spending on tho'se 
projects, instead of selling ~hem r abandoning them, no additional 
funds should be authorized • 

our dissatisfaction with the EEDA 
procedure, we are obviously' not favorably disposed toward a lengthy 
winding down methodology hat involves ongoing judgment on our part. 
We prefer a procedure t at sharply severs the . ratepayer-utility 
relationship, while lowing the utility the flexibility to manage 
the investments :nos Fortunately such a vehicle is 
already available~or Edison, and we are confident that one can be 

fashioned for sya&E. 
!he)'ey is Edison's calculation of the present value of 

future cash t10ws from operation of the EEDA procedure through the 
remaining lire of approved projects. As explained by D'Antonio, 

I 

price in/~e market is the expected net present value received from 
the investment. Edison's calculation is essentially Edison's 
estimate of the market value of its EEDA program. The simplest way 
to terminate EEDA is for Edison to pay its ratepayers the net present 

- 46 -



• 

• 

• 

OIl 82-07-01 ALJ/vdl· 

value and for Edison to own the projects outright. Edison would then 
be free to sell, develop, or abandon the projects as market 
conditions aetermine. This procedure appears fair to all parties. 

Ordinarily we woula anticipate vigorous objections to the 
proposition that the utility would set the price that it would pay to 
its ratepayers. However, in this instace the utility's figures were 
prepared for a different purpose so that motive is not an issue. In 
fact the starr argued that Edison had overstated the present value, 
so staff is essen~ially estopped from asserting that Edison's 
calculation is too low. Edison itself indicated that it had been 

----~. 
conservative in its estimates and that tb.e tru7'vaJ.ue may be higher. 
However we are satisfied that Edison's estimates were made in good 

/' 
ra~~h. If tb.e EEDA properties ao have ~reater value than 
estimated, that value is muc~ more l~ly to be realized in the 
competitive market than in the sheurer of the EEDA procedure. 

As stated above, Ediso calculates the net prezent value 
for the remaining life to be a out $64 million, based on year-end 
1982. Based on year end 198 the figure is about $74 million. 'This 
is the reasonable amount f r Edison to pay to its ratepayers. 

Since EEDA cha ges are recovered through ECAC, the 
appropriate way to boowithiS transaction is by an appropriate one-

/ 
time entry to the ECAC balancing account. Thereafter the EEDA fuel 
service charge ShO~ Simply be booked as part of the ECAC billing 
factor until a fu~her rate change, so that no change in rates is 
required by thi~dec1sion. 

Edi~'s calculation assigns no value to Kaiparowits. 
Since it appears to have some value it would be unfair to allow 
Edison to acquire those coal reserves in this manner. Therefore the 
price should be adjusted to exclude Kaiparowit~ (less than $1 million 
per year for 1983 and 19&4) and the Kaiparowits cost$ should be 
recovered through ECAC. Hereafter Edison shall report on the ~tatu3 
of Kaiparowit~ in its annual ECAC rea$onableness reView filings • 
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Edison will be free to ma~age its properties as it deemz. 
appropriate tnrough Mono or othe~~ise. We recognize the potential 
~or self-dealing issues, particularly with respect to uranium 
contracts. Whatever the burden of revieWing such matters, it is tar 
more manageable than the prudency1ssues that were assoe1ate~ with 
BEDA. 

A similar procedure is not so readily applied to SDG&E 
because it provided no calculation of the value of its properties. 
Therefore we d.irect SDG&E to file by advice letter a pla~:whereby it 
~ill offer for- sale its BEDA pro,perties, subject to its right to 

/' 

acq uire the properties for itself by ma tching thty'highe~'i:r' bid; and. 
subject to our final approval. /' .-

. SDG&E did establish that it ~~~ earlier offer of $10-12 

million for its Niland geothermal proPi::y~~ It this bidding 
procedure does not yield. an equivalent or higher price for this 
property now, we will examine the p dency of its deeision not to 
sell • 
PenC1ing Projects 

Edison has four project letters pending for approval. The 
total expenditures for theso/prOjects through the end. or , 981 

amounted to $4.4B million;!Sdison claims these projects were 
undertaken with consid.er~ion to satisfying EEDA criteria, and. asks 
tha t they be. approved. / -

we are not willing to approve specific projects in an 
investigation proce,ding• Edison is free to file an application 
proposing appropriate treatment of its CO$ts. Of course, as the 
applicant, it Will have the burden of proof'. Some more substantial 
showing is requ7Pe~ than its generalized statements regarding the 
Qeed to do s:;;~n1Qg to resp¢Qd to eQergy supply eOQd1t10Qs • 
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1:ax crecli1:s. A~ a mini=. 1:he consu11:8nt: ShOU1Lso: 1. ApprJdse.· 
the current market value of Edison· s and SDG&Ei" existing uDA' ,',' 
projects~ 2. Dete~e the holding cost associated with existing 
proj ects, 3. Deterin.:r.ne which proj ects, if a£y, should be kept 
and funded through ~eir useful life (e.d~ producing projects) ~ 
and 4. Develop an apph~priate bidding piocedux-e for Edison and SDG&i:: 

to sell their interest ~n their EEDA ~iojects. 
The consultant ~OUld SUb~its final repo~ to the 

Executive Director within ~x ~ont~~ of the date of this order. 
At that time, the Executive ~irect6r should consult witn the 

\ . I 
Assigned Commissioner and the ALJ Division to determine how to 
proceed with the tenti.nation 01existini EEDA programs.' We will 
kee? this proceeding open so ~~ we can issue further decisions 
as required to accomplish thi,s tel:ml.nation. This procedure will 
assure that all involved pa~ies ire treated fairly and that 
ratepayers' return on thei~EEDA in\resement is maximized. ' 
Pending Proj ects / \ . 

Edison has four ~roj ect lette"rs pending for approval. The 
I \ 

total expenditures for these projects t~ough the end of 1981 
amounted to $4.48 million. Edison claims'fhese projects were 
tcldertaken with consideration to sat:isfyin~ EEDA criteria, and asks 
that they be approved. ' \ 

We are not: willing to approve specif~ projects in an 
\ 

investigation proceeding. Edison is free to fi~ an application 
proposing appropriate treatment of its costs. o~ourse, as the 
app1icant~ it will have the burden of proof. Some more substantial 
showing is required than its generalized statements regarding the 
need 1:<> do something. 1:0 respond 1:0 energy su?p1y Con.£i\OIlS. 
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17. EEDA mis~~tches risks and benefits between generations of 
ratepayers. 

18. The ratepayer-utility relationzhip should be sharply 
severed. 

19. Price in the market is the expected net present value 
received from the investment. 

20. Edison's calculation of the present value of the future 
cash flows of its approvedEEDA projects is a reasonablebasis.for 
Edison's acquisition of its EEDA projects from its ratepayers. 

21. A sale procedure will develop maximum benefits for SDG&E 
ratepayers. .' 

y'" 

22. This order should be effective on the..---aate signed in order 
to avoia further negative impacts of the E,E·:o1'"'procedure. 
Conclusions of Law ~ 

1. The EEDA programs have been unsuccessful. 
2. EEDA should be termi~. 
3. The ratepayers' int est in the EEDA projects should be 

termina ted. 

o R D E R 
---~-

IT IS ORDER that: 
1. The Energy/'EXPloration and Development Adjustment 

(EEDA) :nechanismtf Sout.llern California Edison Company (Edison) is 
terminated. 

2. Edis n shall pay to its ratepayers by way of an appropriate 
/ 

entry to its~nergy Cost Adjustment Clause (ECA-C) balancing account 
an amount equal to the present value of its proj!~eted future cash 
flows from/its approved EEDA projeets, excluding Kaiparowits, based 
on its y~r ending 1983 estimates as used in Exhibit 11, and acquire 
all of its ratepayers' interests in the EEDA projects. 

3. Ediso~'s KaiparOWits costs shall be recovered through ECAC. 
4. Edison shall report on the status of its Kaiparowits 

project in its ECAC annual reasonableness review filings. 
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5. The Mono Power Company Fuel Service Cha.rge billingf'ac"tor 
shall be tlerged·with the ECAC.billing factor. 

.1/. 
6. The EEDA prograc of Sa,n Diego Gas and Electric Company 

(SDG&E) is limited to essential expenditures. 
7. i'rithin;O eays of' the effective dat.e of this order SDG&E 

sha.ll file an advice letter proposing the s e of its EEDA properties 
in accordance ·~th this decision. Such s~ snail occur within 90 
days of the e!fective date of: this ord7r / Any· such sale is subject 
to the approval 0: this CO~i$sion. . 

This orde,r is e!'fecti ve toa..a.y. 
. Da:~ed / at San Francisco, Califo·rnia. 

/ 
I 

/ 
f 

./ 
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Introduction /' 

By order dated July 7, 1982, the Commission instituted this 
investigation to consider whether the ratepaye~~ported exploration 
and development programs of Southern Californ~ Edison Company 

/ 
(Edison), Pacific Gas and Electric Company J'~G&E), and San Diego Gas 
ane Electric Company (SDC&E) should be co&tinued. modified, or 
terminated. By motion filed October ~982, PG&E asked to be 
dismissed as a respondent on the bas:1lS that it had never had Sl.lch a 

/ 
program and had no intention to ha~ such programs in the future. 
PG&E's motion was granted by Dec~on (D.) 82-12-009, dated 
December 1, 1982. ;I' 

Following a prehear~g conference this matter was the 
I subject.of seven days of he~ing. The Commission staff (staff) . 

offered the testimony of t~ witnesses: J. Archie Johnson, Public 
I Otility Financial Examin~ in the Revenue Requirements Division, 

I 
Financial Analysis, andJKennetA D'AntOniO, Regulatory Program 
Specialist in the Planning and PoliCY Division. Edison offered ,the 

I 
testimony of eight w~nesses: Robert H. Bridenbecker, Vice President 

I 

of Fuel Supply and tresident of Mono Power Company (Mono), a wholly 
f 

owneo. energy resource subsidiary of Edison; Bernard J. Perry, Energy 
Resources Consul~nt and Vice President of Mono; Basil V. Savoy, 

I Resource Projec~s Manager tor Oil and Gas of Mono; Don R. DeHalas, 
I 

President of Colorado Nuclear Corporation; Fred T. Clisby, Manager, 
Energy Resourefe Projects for Mono; Barry Olsen, Energy Resources 

I 

E~gineer ror/Mono; Dorothy M. Whalen, Supervisor of the Regulato~y 
Finance Section of Edison's Treasurer's Department; and Letitia D. 
Davis, Man;ger or Finance, Accounting and Administration for Mono. 

I 

SDG&E offered the testimony of James M. Nugent, its Supervisor-Fuel 
Planning, who is also General Manager of New Albion Resources Co. 
(NARCO), SDG&E'~ exploration and development subsidiary. This matter 
was submitted upon opening briefs filed on Marcn 29, 1983, and reply 
briefs tile4 April 13, 1983. Briefs were filed by starf, Edison, and 
SDC&E • 
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' . . . ' 

it contends ~hat the market value of its geothermal .:l.ssets clearly' ." 
exceeds the cost to the ratepayers and that Kaiparowits bas a 
positive value. Further. SDG&E complains that the staff position 
ignores the advantages and benefits of ~1)A'discussed in D.8Sl2l that 
are not of a quantitative nature. 
Comments on Proposed Report of Administrative Law Judge Patrick J. Power 

On May 15. 1984 we served copies of the Administrative Law 
Judge's draft decision on all parties to receive comments on the 

/' 

reasonableness of Edison's $64 million figure' as a/basis for 
Edison's acquisition of its EE?A projects from~s ratepayers. 
Coc::lents were received from Edison and SDG&E~n Y~y 30. 1984. 
According to Edison. the $64 millio~ fi~e is not representative of 
the ~rket value of its ratepayers' i~texest in approved EEnA projects. 
Edison states that $64 ~llion is sUb~antially greater than the price 

~ any third party would pay for Edison;5 EEDA properties. Edi'son claims 
that its EEDA proper~ies have a muCh lower present value than $64 

,million if analyzed fro~ the pers~ctive of Edison's shareholders or 
a third party investor primaril~because of income tax effects which 
Edison estimated to be about $5'0 million. Edison claims that the 

~ 

AI..:! 's wind down proposal for /.ts EEDA programs is unfair and recomcends 
that it file an advice lett~ specifying an appropriate wind down 
proposal. ;/ 

SDG&E did not comcent on the $64 million acquisition price 
/ 

for Edison's EEDA programs. SDG&E did object to the draft decision's 
90 day time schedule f6r the sale of its EEDA projects. It claims 
that such a "fire saJ!~" would not be 'conducive to t:laXimizing.' the' 

i 
potential gain from its existing projects. In addition, SDG&E objected 
to being treated differently than Edison with regard to its 
investment in the Kaiparowits Coal Project. 
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• 
.-Discussion _ :,~ 

We reject Edison's contention that the relevant financial . 
analysis o~ EEDA is prospeet1 ve only. ~he analysis per:(ormed by 
Edison is simpl,. inadequate to support the/continuation of EEDA. The 
more complete a.nalysis provided bY' st

7
a:!'! ,con:(irms what Edison 'a. 

omissions imply: EEDA has ~ailed. . ' 
Edison '8 analysis is 11m1t,ed to projects that are already 

, / 
included in EEDA. Such an e.nalys78 does not accurately portra,. an 
ongoing EEDA program because it excludes the et!ects o! new projects 

. I 
that would be undertaken it EE~ were' continued. ~he performance of 

I an ongoing program would dep~d on the success o~ Edison's 
exploration and develop::ellt/ef!Orts.. ~here is no indication that 
Mono has changed either its management or its practices.' Thus the 

•

best eV1d:nce ot th~ li7kihOOd that Mono Vill succeed is its pa~t 
performance. ' , '. ' 

. The thorou8h;analysis provided by staff'addresses this . 
problem. Using the ~j4~ discount rate that DtAntonio considers 
appropriate yields a/negative present'value of all historical cash 
!lows of $237.6 miliion.. Eoth Edison and SDG&E criticize his method, 

I but neither party ever atte~pted to offer an alternative 
/ 

co~putat1on. We can o~ly construe their tailure as a tacit admission 
that the reSUlts/would not be materially more favorable to their 
position. / 

/ 
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exploration and development activities~ not projects in the 
production~p~se. Edison suggests that details of a wind down 
program should be,worked out with the staff. 

SDG&E suggests that the Comcission direct an orderly 
termination of the program consistent with the individual ~ommitments 
of the utilities. SDG&E states that the order be struct~d to 
maximize potential gain from existing projects and t~nimize 
losses. and proposing this be accomplished by mai~ining the 
existing procedure intact and by simply not a~~ving new projects. 

Staff recoocends that ZeDA be te~ated for new projects. 
Regarding existing projects. staff propos~that Edison and SDG&E 
be ordered to perform a present value au(lYSiS of all options for 
their projects. Staff would require t.aison and SDG&E to justify. 
beyond any reasonable doubt. that c~tinued funding of already 

• 
approved projects is in their rat~ayers' interest. Projects which 
can't be justified should ei;herlbe sold or written off the books tn 
accordance with existing EEDA~ecounting procedures. . 

Having already eh~ressed our dissatisfaction with the ~1)A 
procedure, we are not favo~blY disposed toward a lengthy winding 

, I 
down methodology that involves ongoing judgement on our part. However, 
we ~t develop a proced~e for terminating the LEnA program that is 

r 
fair to both the util~£ies.involved and to ratepayers. Our major 
objective in developtng this procedure is to maximize the return to 

f 

ratepayers from the~~ inves~~ent in EEDA and to allow ~DG&E and ~dison 
recovery of all re~sonable expenses they incurred as part of our 
adoption of the EEDA mechanism. We would also like to develo? a 
termina~ion proce~ure that is expedient; easy to administer,' and 
similar for both Edison and SDG&E. 

There are two basic procedures which we could use to wind 
down Edison's and SDG&E's existing EEDA programs. The first would 
be to order Edison and SDG&E to purchase their EEDA properties from 

•

ratepayers at a fair market value and then leave the final disposition 
of these properties to their discretion. The second basic procedure 
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would be for us to approve a specific wind dO"N'n schedule or proposa.l ,. 
whereby Edison and SDG&E would attempt to sell. the majority of 
their properties. but possibly retain certain/properties on'a 
shor'C-tel."7:ll. oasis if their curren'!: market value was significantly 

/. ' depressed or if they had a large potent~l value only to ratepayers. 
The difficulty ~th the first appr~achl'is determining the fair market 
value of the existing EEDA project~~ 

The AlJ's draftdecisio~t~tes that Edison's net present 
value estima'Ce of $64 million is;a fair and reasonable esttmate of 
the ~rket value of its approve£EEDA projects. We are not convinced 
that $64 million is a reasona~e ~ount for Edison to pay to its 
ratepayers for the acquisition of its EEDA properties. In estimating 
this net ratepayer benefit af the tice of hearing. December 9. 1952 
through February 9. 1983. j va.riety of assUl:tptions were made by 

• 
Edison that no longer app/ar to be reasonable in today's energy market. 
In addition. as Edison pdints out. the value of its EEDA properties 
is affected by income t~es which are calculated differently from the 
perspective of ratepayJrs compared to Edison's shareholders or a third 
party investor. Acco;!ding to Edison. this income tax effect was not 
taken into account in/their calculation of the $64 million figure. 

The record/.Of this proceeding does not adequately explore 
or explain the magn±tude of the income tax differential. Only the 

I 
comments ,on the dr~t' decision have begun to shed some light on the 
issue. Edison claims that a third party investor would pay about , 
$50 million ~ore in income taxes than ratepayers would. The staff 

! 
estimates that $40 million worth of income taxes would have to be 

paid on the futur~ cash' flow derived from Edison·s EEDA properti:s. 
1.Jb.at is now cleaxi is that the part:ies 'in this ~,ase have not' "de~nstrated 
to our satisfaction that $64 million is a fair acquisition price for 
Edison's Ehj)A projects. In fact. it was ~ever the intent of the'parties 
in. this proceeding to determine a fair acq,ui'sition price for either 

• Edison or SDG&E's EEDA properties. For these reasons and because 
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, " 
,"" ... ' It, 

'the value of energy resoUX'ces Call change so quickly in 1:oday' $ . .. .. ;/ 

~nerzy ::a:ke1:, we prefe:' to let the real warket· dete:r:i~e -" "-- .~. -,--=~~ .. J~ -: . 
. . -_ -I" • ~ " 

the value of Edison's and SDG&E's EEDA projects. ~ 
One way to do this would be to require Edis~and SDG&E ,,-

to sell all of i 1:S EEDA proper1:ies i:cc.edia'tely. ~e this wind 
down approach would be expedient and would allow/the Commission to 
avoid having to make case by case j udgements ~ the appropriate 
sale price of each EEDA property, we do no~believe that it would 
meet our overall objective of ~Zin~he value of EEDA properties 
'to the ratepaye:s. It may be that c~inued funding of certain 
existing projects is in the ratepayees' interest. On the other ~d, 

/ 
we prefer not to allow Edison andjSDG&E to carry out their develop~nt 
plans for existing projects in s6ch an open ended manner. Such. an 
arrangetlent could cause 'the ~ program to expand and continue 
beyond a reasonable time pe~d~ We plan 'to ten:linate the entire 
EEDA process as quickly as~ossible while also a't1:emp'ting 'to~~ze 
ratepayer benefi1:s. 'Ihe1fore. 'We intend to ultimately direc't Edison 
and SDG&E to sell or te~nate all funding for most of their existing 
EEDA projects within t¥'ee yea::s of 1:he date of this order. This 
is a reasonable time period for the completion of wind down activities, 
and it is consisten1:/wi1:h our usual time li'tlit of· three years for 
holding Plant Held lor Future Use (PEFU) in rate base. We -may allow 
Edison and SDG&E td re1:ain cer1:ain projec1:s for longer than three 
years if i1: can bJ shown beyond a reasonable doub~· that doing. so is 
in the interest elf ratepayers. This t:righ1: be the case for productive 

/ . 
projeC1:s which can't be sold at a reasonable price, or projects with 
severely depressed market values. We may also allow MONO and NARCO 
to negotiate overriding royalty interest arrangemen1:s if such 
arrangemen1:S benefi1: ratepayers. . 

·MONO and NARCO are allowed to continue billing Ediso~ and'· .. 
SDG&E for existing. EEDA programs through. the fuel service charge 

" 

u:n.til we have the information necessary to make a final determina1:ion 
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regarding the disposition of 'Chese ?::'ogl"a::lS. In the 'lieantime. 
Edison and SDG&E should keep all expenditures on their existing 
EEDA progracs to a practical ~ni~ and proceed with the no'Cion 
that we will ulti~tely order the sale of most EEDA properties 

,or' 

wi thin three years of the date of this order;/"Edison and SDGQ£ 
should realize that we will critically review major expenditures 

/ 

occu...~ing after the date of this order. ~n addition. 'We will 
decrease Edison's and SDG&E's rate o~etu...~ on all funds invested 
in approved EEDA projects to their ~spective yields on new issues 
of lons-te~ debt as recocmended ~ staff. This lower rate of 

/ 

return will apply to funds already invested in EEDA projects and 
any invese::o.ents made subsequent to this order. A lower rate of 
retu-~ will give Edison and ;(DG&E a greater incentive to minimize 
further expenditures in EEDi projects. to terminate ELjjA programs 
expeditiously. and it -wi" provide utility shareholders 'With a rate of / 
retUw~ that is comcensu=ate with the low level of risk they bear 

I 

on their investment injEEDA projects. 
We direct Edison and SDG&E to jointly hire a qualified. 

J 

objective consultant/to develop a proposal and schedule fo:: the 
eventual sale and phasing out of all EEDA programs. The selection 
of the outside consultant shall be made with the involvement an~ 
approval of our staff. In addition. ou:: staff should have the major 
role in defining the consultant's scope of work. managing the 
consultant. and assuring that the consultant's analysis and final 
report is consistent ~n:th the opinion 'We have set forth here today. 
We direct our Executive Dir~tor to coordinate the staff involvement 
with. Edison and SDG&E in ~h4:> matter. '!he consultant should keep in 
mind that if it's feaSible a~d in the best interest of ratepayers. 
we hope to phase out most. if not all. EEDA programs within three 
years of 'the date of . this o:-der. The consultant should conSider the 
significant factors.affecting the value of EEDA properties to the 
ratepayers or a third pa::ty investor such as the recapture of income 
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and SDG&E's existing EEDA projects~ relying upon current esti~4tes of (a) 
anticipated rat~~. of ~.roeuction and/or eel iverabiHty, (b) production life of 
the resource~ (c)market price for the resource. (d) Y'easonabie costs of 

prOduction~ ar:d (e) taxes or. a nonconso1idated basis (i .e., t~"eating MONO 

and NAROC as separate companies ~n9aged in the enerSJ'· reso~rce ~usiness); 
2. Determine the holding cost associated with existing ?rojects; 3". Determine 
which projects. if any, should be kept and funded through thei~s~ful life 
(e.g •• producing projects); ~~d 4. Develop an appropriat~din9 procedure 

. /' 
for EC:i~,c·n and SOGSE tc se11 their interest in their &OA projects. 

The consu1tant shall submit its final ~ to the offices of each 

Corrmissioner and the Executive Director withr,;x :nonths of the date of this '~.L0 ... ~ 
order. At that time~ the Executive Oirec~s~uld· consult with the Assigr.e(. ~ 

Cc~~issioner and the ALJ Division to det~ine how to proceed with the ter

mination of existin9 EEOA programs. ~-(loWing these consultations, the 
AsSigned Corcnissioner sha11 report/'"'O the other Commissioners regarding the 
procedural options avai1able to ~ in terminatir.g tr.(ose ~EE~P ~rcsra:ns. together 
with any recommendations he or~e might have. We may then decid~ to requir~ 
Edison and SOG&E to immediat~ purchase their respective EEDA programs from 

the ratepayers at a fair v~e. or we may choose to adopt a more gradual 
scheduled phase out of EE~ \Oihere ir.,ui,vidual projects are sold by a bidding 

/ .... 
procedure and any net pr,oceeds from the sa1e are credited to ratepayers. We will 

I 
keep this proceedi'ng open so that we can issue further decisions as require<! 

to accomp1ish thisJte/~ination. This,. procedure will assure that al1 involved 
parties are treated/fairly and that ra-tepayers' return on their EEDA inves.tment , ' 

• io til 1 

1'S max1m1zed. 
Pendi"ng ?rojects/ 

Edi'son has four project letters pending for approval. The total 
expendi"tures for these projects· ~hrou9b the end of 1981 amounted to $4 •. 4e 

.... 

mill ton. Edison claims these projects were uncertaken with consideration to 
sati'sfyi:ng EEOA cri'teria, and asks that they be approved • 
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17. EEDA mismatches risks and benefi~s between generations of, 
.' . 

ra~epayerS"".·*· -' < 

18. Edison's calcula~ion of the present value of the future 
cash flows of i~s approved EEDA projee~s, on a project life basis, is 
not a reasonable basis for Edison·s acquisition of its EEDA projects 
froQ i~s ratepayers. 

19. A sale procedure W"i11 develop maximum benefits/ for Edison 
and SDG&E ratepayers. . ~ 

20. three years is a reasonable time fzame. which EEDA's 
wind do'W'O. can be coapleted. . 

21. Edison's and SDG&E· s respective Yj lds on new issues of . 
long-term debt are reasonable rates of return for all past and future 
investments in approved EEDA programs. 

22. It is reasonable to hire a consultant to develop a proposal 

• 
and schedule for the eventual sale and phasing out of a.l1 EEDA programs. 

23. • It is reasonable for Eison and SDG&E to keep their fu~ure . 
expenditures on approved EED~-~Ojects at a practical ~nimum. 

24. This order should ~ effective on the date signed in order 
to avoid further negative ~~acts of the EEDA procedure. 
Conclusions of ~ ;f . 

·1. the EEDA prog/ams ha~(~ been unsuccessful. 
2. All new EEDJprograt'llS-should be prohibited. 
3. The ratepa~rs' int~rest in existing EEDA projects should 

wind down in a way ~hat maximiz~s ratepayer benefit. 
4. This proteeding should. remain open until further order 

of this Commissio~. . 

/ 
I ORDER 

IT :rS ORDERED that: 
1. The Energy Exploration and Development Adjustment (EL'DA) 

program of Southe:rn Califo:rnia Edison Company (Edison) and San Diego 
Gas & Electric Cocpany (SDG&E) is limited to essential expenditures 

~until a final detercination is made regarding the disposition of 
approved EEDA proj eets. . 

-50- . 
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2. Edison and SDG&E shall jointly hire an outside 
consultant as described in 'this decision. to forward y::oposal 
to the Commission regarding the termination of exi~~g EEDA 
programs. /' _ 

3. The Executive Director !>hall coo~"Uate staff involvement 
in hiring and managing the consultant/referred to in Ordering 
Paragraph .2. 

!his proceeding recains o~. 
!his order is effective ~y. 

, . 

Dated' SE? 6 1984 /, at San Francisco. California. 

~ON4\..'?J) M. GRIXES. :R. 
?:-cz!c.e:lt 

V! c-: 0'2 ct:::; "';0 
PR:::scr:::.L.K. c. GR.:.-W 
DONA:.D V:::AL 
W!LLr;...~ -:. BAC::'ZY 

CO::::lI:l:!.::i~10:::le:-s 


