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.This Fourth Interim: Opinion:decides Phase:l: issues:inthe
test.year: 1992 general rate:case: (GRC): of Southern>California: .
Edison Company (Edison). The major-issues’ are test year-revenue
‘requirement; productivity; marginal costs; research, development,
and demonstration (RD&D) activities; demand-side management: (DSM):
and . a return. on equity (ROE) penalty: proposed. by the Division of
Ratepayer Advocates (DRA). .~ 1 v it e D00 s oyt e
. The principal result.of.the-decision:is”authorization® of
base rate revenue requirement, which is-identified- in>Edison”s:i~
tariffs as the. Authorized Level .of Base Rate- Revenue~ (ALBRR).. ‘Base
rate expenses .account for roughly one half of Edison’s annual
operations. ' The: remainder is fuel-related expenses, considered in
Enerqgy Cost Adjustment Clause.(ECAC) -proceedings. : Theadopted- -
ALBRR is $4,012 million, which is -1.3% greater than:'Edison’s’
present ALBRR and 3.9% less than'the ALBRR. requested by Edison.
The adopted ALBRR will be used 'to set 1992 base rates in:. .7 ' -’

Application (A.) 91-05-050, Edison‘’s.:currxent ECAC proceeding. - ‘The
impact.of this-decision will be to. increase Edison’s: overall rxates

by 0.7%. - : » P Py S A Y AT
Expense adjustments for.Edison’s. Cost: Containment program

Edison should share by 50% its 1.5%"Cost Containment savings.‘This
adjustment is applied to controllable operations’ and maintenance
expenses, which exclude fuel-related costs, employee health care
‘benefits, RD&D, DSM, and certain other .expenses... The‘revenue '
impact of the adjustment is $37:4 million.. ©.«i.n.. . tounoanedl
The parties have genexrally agreed on determination of
Edison’s marginal costs. The adopted marginal costs will be used
in Phase 2 of the GRC, which considers revenue allocation and rate

design issues.
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This decision authorizes $56 million in, expenses: fox.test

- -year RD&D activities and $141 million:for DSM programs. The DSM

expenses. are double the: amount authorized in Edison’si test.year:
1988 GRC, on a constant dollaxr basis.: . ST el

Edison is authorized to begin. an interim program:of: DSM
shared savings incentives.: Shareholders will be-paid.a:percentage
of the value of the energy saved- by eligible.DSM programs: .If-
Edison meets its test year enexrgy savings' goals, shareholders will
receive about $7 million in incentive: payments: . Shared savings and
othexr DSM policy issues are deferred to Rulemaking - (R.)" 91-08—003
and Investigation (I.) 91-08~002, the DSM rulemaking. - . .~

, The Commission declines to impose.on Edison. .an¢ROE -

penalty for failure to provide information regarxding affiliated:
qualifying facilities (QFs). ' Edison has failed: to meet-Commission
standards for providing information, but.an ROE:penalty is not.'the
most effective remedy. . The record: on-a second penalty, for . .-
favoritism to affiliated QFs, is. held.open until. reasonableness. .
issues are decided in Edison’s consolidated 1989, 1990,.and 1991
ECAC proceedings. Possible -disallowances.for imprudent management
of nuclear plant refueling outages are referred to ECAC .:V..
.proceedings, because the harm to:ratepayers is excessive fuel=-
related costs. A penalty for.the. imprudence, if justified, will be
considered in Edison’s mext GRC. .. .. o oo ooumdl s

- This. consolldated proceedxng Ls Edmson's test year: 1992
GRCm_,Edzsonks last: GRC.was for test-year 1988.. At .that time~the
Commission anticipated.that the ‘next GRC.would berfor:test.yeax:

B YV VO
RTINS g

N
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1991, but" a one yeax: deferral was granted 1.9 Decxsxon (D g

- 89- 08-036. S A e mee AL arue ann LUlGnD BOadCeNna oWl

: In ‘accordance ‘with’the-Rate- Case Plan adopted‘xn
D.8$-01-040, ~on-August<31,~1990~Edlson-tendered 'its-Notice of-.
Intent  (NOI) for a test year-1992 GRC. ' The NOI was accepted for
filing on-October 5, 1990, and Edison filed:'A.90-12-018.'on"
December 7, 1990. Edison amended:A.90-12-018"on March:7, 1991, to
submit Phase 2 testimony.- On-December 18, 1989 -the Commission
instituted I.89-12-025, concerning lengthy:outages at Units:l and 3
of Palo Verde Nuclear Generating Station (Palo Verde 1 and- Palo”
Verde 3), in-which Edison-has an-ownership sharel  I.89-12-025"was
consolidated with the GRC by Administrative Law: Judges”: (ALJs’)"
ruling dated February 1, 1991, in compliance” with-Public-Utilities
(PU) Code § 455.5(¢). On February 21,-1991-the Commission opened
and consolidated with the GRC 1.91-02-079, which” is“a‘procedural
forum to investigate revenue requirement, rates,.practices, and
other aspects of Edison’s’ operatlons which may l;e outsxde the--

'-sc0pe ‘Of TAL90-12=018. ¢ - ST T L e nan

The consolidated proceeding has-thus'far been”divided:
into four separate- phases: - Phase 1 on revenue-requirement,= -’
marginal costs, and DSM; Phase 2 on'revenue allocation’and rate’

‘design; Phase 3 ‘on the Palo Verde outages; a ndﬁan»anticipated? ki

Phase 4 on affiliate transactions. = Wr T Srelwrllueoun
The first Interim Opinion, D.91-03- 058, removed' from- the

-GRC the issue of the cost-effectiveness’of capital additions to San

Onofre Nuclear Generating Station, Unit 1 (SONGS 1),-for which>
Edison is the operator and majority”owner.  The issue:now. resides
in X1.89-07-004, the Biennial- Resource Planning Update.:"The: Second

e . S T, T s g

1 32 Cal. PUC 2d 372 (1989).
2 30 Cal. PUC 2d 576, 601 (1989).

" o B -
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Intexim Opinion, D.91-04-070, authorized ratemaking txeatment of
two proposed capital projects under the Major Additions:Adjustment
Clause (MAAC) .in Edison’s- tariffs, rather than . treatment under PU
Code § 1005.5 as requested by Edison.  The .Third. Interim_ Opinion,
D.91-07=051, modified the terms: of 1.89-12-025 to.recognize that
Palo Verde Units 1 and 3 have been returned to service.--This -
Fourth Interim. Opinion.covers remaining Phase 1l issues. 5u; _
‘ A prehearing conference was c¢onvened on January 11,Kl991

‘followed“by,a procedural ruling: from- assigned ALJs:James.Weil. and
Mark Wetzell. Public participation hearings were-held in.six
communities within Edison’s .sexvice territory.. - Fifty days of. -
evidentiary hearings were held during Phase 1; concurxent opening
- and reply briefs were filed on July 31 and August 14, 1991.. - .
- Phase 1 was submitted at the conclusion of technical upda;é
hearings on Septembex 23, 1991. . om0 el e

In A.90-12-018 Edison sought.an increase- mn,xts ALBRR of
approximately $440 million, including- certain amounts-which.had .
been authorized by the Commission but wexe not: yet.effective.-on .the
date A.90-12-018 was filed.;«Whenmopening;briefsgwereyfiled,4after
other revenue requirement increases. became effective and aftex-
several stipulations were made by Edison,.the amount.of the ..
requested increase had been: reduced to $191.364.million, xelative
to estimated margin effective December 31, 1991. : .

- T nd te R ues. . . -

The estimates presented: by both Edison and DRA for test
year sales were developed using econometri¢ models that relate. .
. electricity consumption to.economic and- weathexr. conditions.. The
two. forecasts differ primarily due to assumptions used:fox: . ..
(1) customer bypass, (2) energy conservation programs identified in




A.90-04-036, Edison’s application in:the:collaborative prog¢ess,"
- and: (3) weathexr conditions-affecting: agricultural 'sales. = o .w
i * Edison believes that sales.will decline in’ response:to
an additional 1,500 gigawatt-hours :(GWh) of bypass not captured:in
existing trends or identified in collaborative process:programs:.
DRA argues that those two factors are. included:in:histoxrical: . :
trends, and that agricultural sales should be forecast: assuming:
continuvation of the California drought, which had: persxsted.for
five years as of the summer of 1991l. B T
The positions of Edison and- DRA.apply-only'to Phase 1 of
the GRC. Sales and customers: affect revenue requirxement:in:-four
areas: (1) jurisdictional allocation. factors, (2).the usexr.tax
elenment of working cash, (3) postage expense, and (4) Edison‘s:
escalation of administrative and  general (A&G). expenses. Both
parties argue that xecent sales estimates filed in 'A.91-05-~050,"
Edison’s cuxrrent ECAC proceeding, should be used for: revenue -
allocation and rate design in.Phase. 2.. The.California Farm. Bureau
Fedexation (CFBF), the only other party presenting sales. forecast
testimony, disagreed. CFBF supports Edison’s GRC. forecast, but.
believes the adopted GRC forecasts should be applied -in>the ECAC
proceeding. - CFBF also argues that': Edison’s sales: forecast, which
is lower than DRA’s, is more reasonable because:continued dry .-
conditions and the extensive freeze during the winter o£:1990-1991
will result in. acreage being taken out of. production, offsetting
increased pumping load. ' - PR DL LRI
“The ECAC forecast:is based 'on: more recent data;. but that
forecast is not yet on the record in the GRC. ' We.must rely on’the
recoxd evidence to determine revenue requirement in’ Phase. l. ..
However, all parties should be prepared to revisit sales. and.l. [
customer forecasts in Phase 2, for revenue allocation and rate
design purposes. (This warning repeats the instructions of ALJs
Wetzell and Weil in an ALJ ruling dated October 7, 1991.)

P PR |
S it 5 P P

e N
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. For Phase 1 purposes we will adopt the DRA, forecasts,.
wzth an adjustment . for agricultural:and:pumping sales: to allow-for
" average: weather and stream flow.conditions in.the test year. DRA’s
. forecasts are based on the most- xrecent. data available, and:Edison
has not adequately supported its adjustments for additiomal: : .. .
conservation and customer bypass.- We reject DRA’s assumption:of
drought conditions for the agricultural and pumping customexr group.
Average weather in the test year.is more likely than: continuation
of the drought. CoD e o - LaUTRG U

-The adopted sales. and customer forecasts are shown in
Appendix B. The only adjustment to .DRA’s forecasts: is made by :
setting agricultural and pumping group sales. equalftOMthe same-: :.
fraction of total sales that was derived by Edison.. PR

Only Edison and DRA presented testimony on- present rate
revenues. The differences between Edison and DRA are- the result of
their different sales forecasts..  There. is no dispute over how .to
calculate present rate: revenues once sales and customer:figures: are

‘adopted. . The adopted present rate, revenues are shown in Appendix B

to. this decision. C B A P L PO ¢ 1 SO

4" Com sati C e R L A L SV AT I
~.In Edison’s last GRC, DRA: recommended .5 9 2%~ xeduction in

salary 1evel3wfor administrative, professional, and:supervisory.
employees, based.on a comparison of Edison salary levels:and-wage
surveys of other:firms-n;TherCommission«rejected,DRA(s‘proposalg
because comparisons should be on a total compensation-basis.(or.
- adjusted . to reflect employee benefits), and because DRA’s study was
statistically inadequate. : The Commission ordered: Edison:and- DRA to
jointly develop an employee compensation- data base- for use:in .this
GRC.3. In the test year: 1990 .GRC: of Pacific Gas:and Electric . ..n

et e, o e
R L - At

3 Ordering Paragraph 26, D.87-12-066; 26 Cal. PUC 2d 392,
457 and 614 (1987).
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Company ‘(PG&E):, DRA recommended -a.6.64% reduction in:laboxr
expenses, based on another:salary .survey... The Commission .again.:
rejected DRA’s adjustment.-due . to weak matching of -jobs -in the -..
survey, failure to compare:total compensation levels,. and - lack:of
data ranges. SRR CAR R RN TR TS

. In this proceeding, DRA and: Ed;son -have -made progress in
some areas, but not in others... The two parties. agreed.on the:
‘matching of Edison employee and survey»posxt;ons_andﬁon\theg,ﬁnﬂ
appropriate adjustments of wage. and salary data for.comparability.
However, the comparison still excludes. employee benefits. - DRA--
witness Martin Lyons testified that it is-more accurate.and valid
to compare cash compensation. separate from benefxts.4¢;qa i e

"DRA. testified that Edison’s. wages and salaries-are 2.88%

higher than market averages, but DRA’s study does not-show-maxket
compensation distributions. It is uncertain where:the- 2.88%.-. -
average differential puts Edison in a ranking of corporate. . . ..
compensation - levels. For example, is. Edison’s compensation in-the

top 49% for comparable firms, or the top 1%? The results-of-DRA’'s
study "are shown in- Table l-below: ... - . oeosr s
- CTABLE-1 . -

Occupﬁﬁiohéliﬂﬁ " Edison “'WWIT; Payroll Jf"_' ' Net
__gggggng’ — 'Exceedsgmgxket e;gh;;ngv‘““ Impact

Clerical . . . 90)% T 16l 9% o “(0.32)%
Physical =~ 784’ T e SRR VT
Prof./Technical. = . & 7 1.98: o w0 3La0n v a0l
Sup-/Manager,,“ ... ... 0.98 . N 20 o .. 0.20
Execut;ve o (17 10)"~ o 0 5 ) (0 09)°

Total __f”:;j; ‘ ﬁ:bmyi,ﬁ,,uhf";&é - }oo 0% f;;ff“, 7,888

WA FLIATESD D , - ’\d pe ,

e et e s g iy ” o
SOV IN UL SR £ O SN
' s

4 Tr. 20:1759.
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“:DRA ‘seeks “two results from-the Commission: . (1) -adoption
of market parity as the objective:standard for the: reasonableness
of utility wage and salary expense,.and.(2) ‘a.2.8% reduction in -~
‘Edison’s “labor expense, ‘amounting:to.about:$1l7 .million, based-on:
the adopted standard. T eY ed

© Edison' opposed DRA’s recommendation; arguing that:
(1) the data base should not be used to.specify reasonable
expenses, ‘but. only to show that.Edison’s requested .expenses -are not
c¢learly unreasonable, and (2) .DRA‘s study is ' flawed because:it -
contains inherent erroxs of at least 5%, subsuming the.2.88% .-
average wage and salary differential.. Edison’s rebuttal witness
Dennis Spry testified that compensation levels. within S5%.of levels
for comparable -firms axe "at market," but. his testimony is
compromised by his misunderstanding of the burden-of proof -in the
Commission’s-regqulatory process.  He testified: that Edison.should
be granted-all of its: requested expenses: unless DRA clearly.shows
that the:expenses are unreasonable. -We decline to shift the burden
of proof to DRA. ' R T T ots S oS Y

Although we continue to-pursue rlgorous,,analytxcal
standards for employee compensation, DRA’s recommendations are not
justified. We do not. have before us evidence to support market
parity as a reasonable standard for total compensatLOn. DRA's wage
and salary study is useful and stat;stlcal fa;lzngs have been -
resolved, but elsewhere in its testlmony DRA uses entxrely ‘
different standards for both health care and non-health care
benefits. Even Ed;son s witness on\non-health care- benefzts
believes that the Commission should. rev;ew wages and’ salarmes
together with benefits.> We must reject DRA’s $17 million
reduction because DRA does not fairly compare all of the elemérnts
of employee compensation, and we do not know where the 2.88%

5 Testimony of Alfred Cain, Tr. 16:1200.

.
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differential and employee benef;ts “place ’Edisoniin’relation to:

'comparable fzrms. ST Tl L S ey

‘We 'are disturbed that we must again authorize-labor

'exéenses based on trends and averages:of- historical :expenses,:but

the record evidence forces us to do so. We question whether:labor
expenses 2.88% higher than the market average: are necessary fox
delivery'of safe, reliable service at reasonable. rates, but we
relﬁctantly"findithht-Edison’é‘Wage*and?salary levels.axe;

reasono.ble. s R S LRI T LTl TG

We will oxdexr’ Edison and. DRA to: continue the;r‘jo;nt
studxes, with more emphasis on total compensation, total;benefits
as a percentage of cash compensation, and the d;strxbutxon (not
only averages) of total ‘compensation among £irms. e
5. atin seg : R N P

. ala n gtg . T SR T TP TR TU PR

As ordered in D. 89-12-052h5 Ed;son»developedths_;"y
requested operating expenses based on recorded .data through 1988.
In all discussions in this chapter,: -expenses -are.stated in 1988

“dollars unless othexwise noted. Test yeaxr 1992 revemue . :--

requirements will later be determined using adopted-escalation
rates and appropriate franchise-fees and uncollectibles factors.
Edison and DRA, the only parties submitting testimony on
escalation rates, agreed-that the most recent data available should
be used to determine test year expense-levels. There’iSwnOndispute
ovex methods for calculating the escalation xates.: - Dot
Durzng update hearings, Edison revised:its est;mates of
escalation rates, lowering the rates from its:oxiginal testimony.
DRA agreed to the figures, which we will adopt...The escalation

‘xates are shown in- Appendix C to this decision. . . .. ~: .gooo-

6 Conclusion of Law 1,7 at mimeo., p. TLl.:s .




A.50-12-018 et al. ALY/J../vdl-+*..

=2 _—Cont : _Uncon : €8 i imemato o
We will separate operations and mdintenquqeq(ggxi;ddups
int¢o controllable and uncontrollable expenses. _?he,diStiﬂétieu is
broad and:is made for accounting-and forecasting purposes, not to
pass ‘judgment on which O&M items are absolutely_geutrel%dbleLdr
uncontrollable through utility efforts. . _
‘Edison testified that it has generally ach;eved ;ts
Cost Contaimment goals through 1990, but five. cost. categor;es ure
exempt from that conclusion: (1) £uel-related costs, (2) DSM,
(3) RD&D, (4) franchise fees, and. (5)- uncollectlbles.7 DRA would
omit uncollectibles from-this list, and add pensions, and benef;ts,
including health carxe,. and properxty.and liability ;nsu:ance. We
agree with Edison’s characterization, amended to allow for specma*
treatment of employee health care costs,,wh;ch,are gxowxng\faster
than other expense elements, and postage.. . .
. activi : st ntai t
-DRA did not offer testimony on.productivity, but adjusted
ALG expenses downward to reflect the successes of Ed;son s Cost
Containment program, which is a five-year effort. begun ln 1988 and
aimed at. increasing productivity. . The program goal is to lxmxt the
growth of all O&M expenses to inflation less 1.5%.f,DRA's Cost
Containment .adjustment factor of 0.9435. is.the ratio of
(1.025/1.04), raised to the fourth power to. reflect four .years of
savings from 1988 to.1952. - According. to DRA, this accounts for
1.5% incremental productivity, assuming 4% average Lnfldtlon.ﬂ
- Edison responded to DRA's. adjustment by immediately
backing away from its own Cost cOntaxnment goals, claiming that the
real rate of 1.5% -is . a goal,.not a pred;ctor of. A&G expenses.; we
reject this attempt. to shrink from real;stzc goals.x Ed;son has

7 Edison witness Thomas\Noonan,yt;g-L§5}0§91“Dzuwfif
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testified that despmte obstacles-the Cost Containment program. Ls. on
track. P A TR I S (T S0 TR LM T G AR
‘Edison further\opposed?expensewadjustmenms*foruCOStuwuu
Containment, argquing that: - .(l)- .DRA. witnesses-have treated:Cost ..
Containment adjustments inconsistently, (2): adjustment/  for :Cost..
Containment in advance of--achievements sends -a negative signal: to
other utilities considering such a program, and (3).Coest .o .. .
Containment accomplishments are already included in histoxical. -
trends. We agree that the coordination of DRA’s A&G adjustments:
can be confusing, but we will not sweep away .all Cost.Containment
savings for that reason. We focus instead upon the second.of
Edison‘’s arguments, that depriving a utility of savings from cost
containment is a disincentive to control costs in the long run. We
agree, and consistent with oux. emphasxs onwzncentxves as a stimulus
to increase efflcxency in product;on, we adopt a shared approach
Edison has gained 1.5% per year in cost containment: savzngs. We
will allot .75%-of that savings to ratepayexs and . o75% o
shareholders, which amounts to a revenue, reduct;on of 337 4 million
for the test year, as displayed-in’ Append;x C:  We must ‘include
forecasts of utility cost containment, or we would guarantee that
early program achievements will always accrue to: shareholders, not
ratepayers. Splitting the savings retains the . incentives while
balancing fairness to ratepayers who should reeeiﬁe annual savings
from -expected prudent management. pract;ces.‘ Concern;ng Co¢t 'jM
Containment results within. trends, we wmll apply saVLngs as geals
- are-set --~ overall, not account by account.w R et e
We agree with Edison’s argument that. h;storxcal " :i
productivity achievements.axe anluded in. data trends.w Our ufi
preferred method. to realize the adjustment for cost coatrol is. by !
broad application, rathex.than account by account reckonxng
Determining what Cost Containment goals are achaeved for each
account is at odds with Edison’s broad brush approach to its own
Cost Containment program. Further, such minute examination account
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" by account’ is- impractical. ! Ideally, the:Commission could,review.
Edison’s Cost Containment accomplishments for every FERC account,
determine the most reasonable approach and apply test.year
adjustments as appropriate. . Realistically, this .is. impossible. .-
Variability in.function by function-.Cost: Containment, targets are-
not known. Therefore, for ratemaking purposes .we must.-assign one
half of the Cost Containment gains to test year,expenses in the..
same broad way ‘that productivity is measured: and..Cost Containment
goals are established. We will adjust . all labor, nonlabox, and. .
othexr expenses for Cost Containment achievements, according. to.the
following table:z :

Productxon expenses .~ - Fuel-re&ated costs,,not an GRC

-Transmission expenses j Postage

" 'Distribution -expenses™” “ “- Uncollectibles . "=onlc
-.Customer accounts,,except‘ -, Health care benefits -
postage . ' Franchise fees

A&G, ‘except health care RD&D“ P A a2 S A
c-benefits.  ovon el ;- DSM. LD oI vl

PO L

'”hé“rédlize:that”éréméﬁfs”of 36me“O&MiaCCBhnts”dre*7~“”
~uncontrollable or are based on‘trénds that include productivity;
but we must applY'productiéity“adjﬁstmentS’uniformly'iﬁ“order*td
ensure that overall accomplxshments ‘are properly reflected in:
Edison’s rates. This is“fair to Edison because- account-by-account
exclus;ons of productxvxty adjustments ‘wouldrequire higher than
average product;v;ty adjustments ‘for-the remaining-accounts. T
'Productxvxty measurements and Cost Containment” goaIS‘apply torall
controllable O&M'accounts. w1th some reasonable except;ons, Jour

o .
I L SRR R e (
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productivity..and Cost .Containment. adjustments.will apply to the
SaAME ACCOUNLS. - . 7 0T v, Lmoamns al LD e
. We find that, shar;ng productivity expense adjustments...

between shareholdexs and the xatepayers to-reflect Cost Containment
is reasonable and necessary. We will adopt,reaaqnableﬁgq;pesﬂﬁpr
Cost Containment gains. - The :1.5% savings attributed to Cost
Containment ‘is amply supported by the record. First, Edison.is
meeting its Cost Containment goals, -including. health care,. and. -
should continue to do so. -Recorded A&G expenses. for 1987 -and 1988
indicate Cost Containment achievements far exceeding -1.5%, net.of
inflation. . Second, 1l.5% savings. for Cost Containment .is .consistent
with a June 12, 1991 statement from chief executive .officer John
Bryson to Edison employees, in which.Bryson announced 1992.expense
increases of 2.2%, excluding health.care.;.Usingm:he,edqﬁted_lasz
escalation factors -in -Appendix C.and 1.5% for Cost,antqinmentgg
Edison’s met expense increase would:be 2.0%,;very¢qlose,tofsryson's
ta.rget.a.,., Co e T

- We wmll adopt.l 5% as a reasonable level for real Cost
Conta;nment savings and will allot .75% .of those gains .to.the. .-
ratepayers.. .. : S e, st el

Allott;ng 50% of the stated Cost Containment adjustments
to ratepayexs will reduce Edison’s. revenue requirement by $37.4-
million: as displayed in Appendix C,-in 1992 .dollars. --Sharing.the
Cost Containment savings-:between.ratepayers and shareholders.will
provide a solid incentive to Edison to continue.to vigorously. ..
pursue cost contxol goals. -This-treatment is supported by-the - .
.recoxd and $37.4 million :should-be-passed.through. to-.ratepayexs.

. L Do LT D NI T LDanw
8 The compos;te znflatxon measuxre.- for 4 16% labor and-2. 91%
-nonlabor is 3.56%, weighted by labor-nonlabor ratzos requested by
Edison*for A&G expenses (Exhibit 172, page- 'VI-28):-~Then; "

(1 + 0.0356) x (1 - 0.015) = 1.020, a 2.0% increase.
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Y Xn -summaxy, we will estimate ‘@xpenses iniieachiviiuilyr
controllable O&M account by assuming .75% Cost Containment savings.
Other ‘adjustments will be made  where they are .justified by DRA,

- Federal Execut;verAgencles (FEA), ‘ox ‘Toward Utility Rate « iwi -
Normalxzatxon (TURN)'. el el e e e

-7 In its comments to the ALJ’s Proposed Decision:Edison
suggested that the adopted: escalation rates include Cost: .o =
Containment. The evidence does not substantiate that claim. . The
adopted labor escalation factors are’based on labor rates' ...
negotiated between Edison and its unions, and .on forecasts :of the
' Consumer ‘Price Index for Urban Consumers, as published by Data -
Resources, Inc. Edison’s nonlabor -escalation rates are derived .
from composite price indexes (for material, contract,.:and other.
expenses) -and an overall measure of inflation for the U.S. economy.
These factors axe all measures of price‘growth, not growth of.:
~ Edison’s aggregate costs, and they do nov include the"impacts of
Cost Containment. Our allocation of 50% of the Cost Containment
achievement ‘to the- ratepayers is therefore mnot doublevcounted as
demonstrated by the recoxd. - i Lo Ln T e oy et

Edison’s testimony on total factor productivity/ (TFP). -
indicates a‘range of 1.3% to '1.9% for annuval productivity gains
from 1976 to 1992. > Edison-also cites declining .O&M costs (in -
constant dollars) per delivered kwh from 1986 to 1992.. Edison..
suggests that no expense adjustments ‘for historical productivity
are warranted, and we agree. We accept Edison”s rationale .that .
historical TFP is already factored into Edison”s ‘revenue-request
for the test-year, notwithstanding .our -obsexvations that:Edison-did
not clearly delineate these gains in their application. We note
that in the Commission’s rxecent Pacific Gas and Electric general
rate case we also addressed the need for a showing by the utility
which clearly demonstrates that historical productivity. gains are
included in the test year- forecast.v We- will . oxder ‘the: ‘same
thorough show;ng by Ed:.son that we. 6rdered two years ago for PG&E.

FEY e
) , . . . e .
ke s A PR D PN wo ’.. e v e




warranted.
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-"We will ask PG&E ‘to” present- ‘another multifactor =~ .
productivity analysis in its next generxal rate .. .
case, and as part of the analysis, that PG&E e
demonstrate how the forecasted multi-factoxr ™
productivity gains are reflected in its test
year revenue requirement request. (D 89 12—
057, Section III F) -
Consistent thh our order ;n that case, we wrll order deson to
conduct such a TFP study Ln its next general rate case.‘*“”'”
, Edlson s testrmony on total factor productrv;ty (TFP)
;ndxcates a range of 1.3% to 1. 9% for annual product;vxty
gains from 1976 to 1992.9 Edrson also crtes decl;nrng O&M’costs
(1n constant dollars) per del;vered kWh from 1986 to 1992. ‘Edison

suggests that no expense adjustments for product;v;ty are B

In ;ts next GRC Edrson should rmprove Lts showrng on
historical total factor productrv;ty, to include not only overall

~ measurements of productxvrty, but also the influence of ‘historical

productlv;ty on expense forecasts for SpeCLflC operatxng functions
or accounts.: The Cost Conta;nment program demonstrates that Edison
takes productrvxty serxously in ;ts operatrons, and that concern
should now be clearly 1dent;£;ed rn ratemakxng forecast. o

-4 uction nses B

- j: ALL production expenses are subject to adjustments for
Cost Conta;nment. In this sectxon we consrder spec;fxc adjustments
to non—nuclear product;on expenses and nuclear product;on expenses
in general. ‘ o o

4. onvent on team Pry ﬁ“"dﬁ"““

" In its direct téstimony, DRA recommended ‘foux expense
adjustments. Edison stipulated to one,“a reductxon of expenses by
$1 285 m;ll;on for O&M at Ed;son s Cool Water Coal Gasrfrcat;on

9 Exhibit 87.
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Demonstration lfrlam:.:'_'-o Three. dlsputes remaln._ an; engineering

sessment program, a protect;ve palntlng program, and sale of Yuma

-4.1. eexing Assessment am

In 1990, Edison establiShed‘an'engineeringfassessment
prxogram (EAP) to maintain ox improve thermal efflclency, _
avallablllty, and rellablllty of Edlson s conventzonal Oll and gas
generating plants. The need for thls new program arose because the
performance of aglng plants deterlorates in tlme.' Many of Ed;son s
plant units are now more than 25 years old The degraded
performance is accelerated by the conversaon of older plants from
base load to lntermedlate ox load folloWlng status.' Thfs lncreased
plant cycllng is caused by more base load plants coming onto the
system, lncludlng new Edison-owned units and increased “QF capaclty.
Plant cyclrng degrades performance due-to lncreased thermal
_stresses. ) -

_ _ The EAP rdent;fles and plans for future correctlve work,
not necessarlly to ;mprove plant performance, but to prevent
further deterxoratron., The test year budget for the EAPis '
$1.353 malllon. Edlson has not quantlfled program savrngs, but
believes that future savrngs (avoided costs) will be large."

DRA does not dispute that the EAP ls co t effective, but
recommends a reductxon in O&M expenses to assure that program )
beneflts accrue to ratepayers. In the absence of savrngs' O
estimates, DRA would impute savrngs by reduction in allowable -
expenses egqual to the cost of the program. DRA allocated the ;
imputed savangs to Federal Energy Regulatory Comm;ssmon (FERC)
Accounts 511, 512, and 513.m

In response to DRA, Edzson argues that test year O&M“
expenses ‘should not be reduced, because program savangs wrll occur

10 Tz. 10:471.
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. beyond the test year and in.-areas;not. reviewed ;in: the GRC.  The: EAP
will not extend plant life, but will, improve uniti availability  and
‘efficiency, and thus- reduce fuel—reiated;coststy;As-Edison witness
Lawrence Hamlin testified:*%:- . .. .. R R T R TY W TR

Q.- S0 in assessing the costs: and benefits of
the engineering assessment program, the
costs are being sought in' this proceedang
but the benefits to the ratepayers--in. terms~
of improved availability and heat xate will
be handled in Edison’s ECAC proceedrng
rather than this one? :

"A. That 1s correct.

‘ We agree with Bd;son that base rate O&M accounts are the
wrong place to assign ratepayer ‘benefits from the EAP. Edmson s
Annual Energy Rate (AER) is now suspended, so test year beneflts
should flow. to ratepayers through the ECAC account.'

However, in emphasxz;ng recovery of beneftts DRA has
strayed from the more impoxtant xssue of the reasonableness of EAP
expenses.  We do not dispute that ag;ng power plants deterrorate,
but Edison has not demonstrated a concurrent need for anreased
funding. Plant deterroratxon drd not arrzve suddenly in 1990.
Prudent managers should have operated and ma;ntaxned the plant'
units in the ratepayers’ best ;nterests cont;nuously, even prror to
1990. According to Edison’s own test;mony, Accounts 511, 512 “and
513 show no statrst;cally srgnrfxcant expense trends from 1983
through 1988. Should we believe that ;ncreased productxv;ty and
other factors have allowed Edlson to increase ma;ntarnance of its
generating.units without anreased overall productlon costs, ox are
ratepayers paying fox. farlure to adequately malntaxn plant unxts,
through increased fuel expenses? If the former rs true, then there
is no demonstrated need fox. new program costs.i If the latter ;s

11 Tx. 51:5120.
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" true, then Edison has:imprudently: neglected ratepayer interests. by .
V”allowang the plants tosxun: downi Ul Lo R R SR L TR

- We expect Edison: to 'go foxrward with the:EAP, but: within
the conventional forecast of productaon expenses .- Extraordinary
expenses are not necessaxry. CWerwill not allow recovery of the
added $1. 353-mallaon rn.rates._‘;:_fe e
5.4.1.2 g;gtect;ve Painting g;_ogm; ST -

Edison requested $138 000 annually throughout this GRC
cycle for a new protective Parntang program. -Edison argues that
increased painting requirements due to aging facrlataes require the
program. The coating systems that Edrson plans to use will allow a
longex durataon between paxnt jobs, partlcularly'tn the coastal
envxronment. - e - S

. Agarn, DRA agrees that the program is reasonable, but
recommends reducang Edison’ s requested productron expenses by
$138 000 to assure that ratepayers recemve prOper credzt for the
cost sav;ngs generated by the program. Ve L

. We will deny approval of the increased program costs, for .
the same reasons that we deny increased costs for the EAP: We '
expect Edison to go forward with the new parntrng program, but it
has not shown a need for increased productaon expenses. - The '
trends for Accounts 511 512, and 513 do not indicate -a need for
further expenses, and Edrson nas offered no evrdence that 1ncreased
parntrng needs wall arrave suddenly rn 1992 o e
5.4.2 Bydroelectric ggguct;on ’ S
f Edison and DRA’ have a small dispute over hydroelectrxc

O&M, relatrng to removal of certain timber and land* management
expenses assoc;ated wath nonutal;ty ‘property at Edison“s" Shaver
Lake facalaty. Both partaes agree that an adjustment ‘is necessary.
The dispute, in the amount of $54,000, is over calculation of the
adjustment. Edison believes that 15% of the timber maintenance
expense should be removed, based on a 1987 study which shows that
85% of supervisory time was spent on utility property. DRA

“ i T e
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believes that: 89% of the expense should be removed,: because-onkyv
11% of the timbexr acreage 'is utility .property.. -~ . o 5.

. Although the evidence on.both sides is sparse, the amount
in dispute is small. We find that Edison’s study of . superv1sory
time is a more reliable measure of actual expenses than ‘timber -
acreage. We deny DRA's,recommendedAadjustment. L
5.4.3 Nuclear Production: .- o ‘ oy

© - BEdison-operates and:.owns:76.7 of the San Onofre
Nuclear Generating Station (SONGS), a three-unit plant near: San‘.
Clenmente, -California.  San Diego Gas . &.Electric .Company (SDG&E).-
owns 20% of each unit. Various municipalities. own small 'shares.-of
SONGS: 2 and 3. Edison also . has a 15.8% ownership share -of Palo .
" Verde Nuclear Generating Station (Palo. Verde) in Arizona.. . Palo.:
Verde .is operated by Arizona Public Service Company .(APS).. -Edison
and DRA disagree on reasonable methods for estimating: product;on
expenses at the two plants. Edison seeks -approval of $226.1
million in expenses; DRA recommends-$11.3 million less. . - ...

The recoxd: evidence presents the Commission with twe -
extraordinary reasons to carefully protect ratepayers in adopting
nuclear production expenses. ' First, no party presented.'zero- .
based™ budget testimony on 0&M expenses for Palo Verde.. There are
good reasons for this, but estimation by comparison of O&M needs at
Palo Verde with recorded or budgeted expenses at other plants makes
‘Palo Verde expense estimates uncertain. Second, and more alarming,
the evidence 'shows that Edison .is not: manag;ng its. SONGS-units in
ratepayers” best interests. ST SRR IR LT AR

Edison witness Douglas McFarlane testxfled that PG&E has
an incentive to reduce refueling outage durations at its Diablo
Canyon Nuclear Power Plant (Diablo Canyon) as much as possible, to

12

12 80% of Unit 1, and 75.05% of Units 2 and 3, unwe;ghted for
investment cost or capacity. R N R I N A
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maximize capacity factor.. That incentive, which' results in direct
benefits to shareholders, has worked to shorten refueling outages
at Diablo Canyon and "far outweighs™ any additional costs to
shorten refueling outages. A similar incentive would work. for
Edison.*3 The witness further testified that in planning ..
refueling outages, Edison considers the target capacity factor .
incentive in its tariffs, by which shareholdexs-and ratepayers -
share the system benefits of high .achieved capacity factor (once a
minimum capacity factor is reached). However, absent. taxget . .-
capacity factor impacts, Edison does not generally considex:.the
balancing of refueling O&M costs against replacement power ¢osts
when it plans refueling outages. Edison’s budgeting process: ' . .-
restrains the funds available to do.refueling-outage woxrk. .If more
money were available, outage durations could-be.xeduced, ‘but Edison
does not compare replacement power benefits-against: refueling O&M
costs,14AKWe.suspectvthat‘this.occurs.because.Edison's~ 0
shareholders would not receive the benefits. . This -causes.us great
concern. This concern leads us to scrutinize nuclear O&M expenses
especially carefully, and ‘to-oxder Edison to file, in its current
ECAC reasonableness reviews, additional. testimony ont.. = . .

(1) incremental base rate O&M costs of shortening refueling - ...
outages, and (2) incremental xeplacement. power costs.associated -
with extending refueling outages. .The testimony should. cover. all
actual refueling outages during the review periods, -and:-it.should
be served in accordance with a schedule ordered.by the assigned ALJ
in that proceeding. DRA should have the. opportunity to-sexve ' .-~

responsive testimony. - ot

13 Tr. 12:728. ‘_ N
S ey e e R WA R w et T"C) C‘Oﬂ N::

I e A I AL [N ok PR [P N mom e
14 Tr. 50:5007-5011. VLTI WL DO Fam ansny
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Akthough Edison’s: witness was-the bearerx of.these facts,
we have no..evidence that:McFarlane,:;who is manager of, Budgets. and
Administration: for Edison’s. nuclear .organization, has developed. or
is responsible for the management practices.. . .. ;ff,g‘..”,.u'w

In Edison’s last GRC, the Commission:.ordered Edison to

- make a comparison study to-establish a zone of -.reasonableness for

nuclear O&M.expenses.ls Edison has complied with this dirxective
and ‘recommends that a zone of reasonableness be defined as .the

- average annual O&M expense for a comparison group,, plus or minus

one standard “deviation for the data-set. . Edison presents. data for
several comparison groups--all nuclear plant units in the United
States, pressurized water reactors (PWRs) larger than 400. megawatts
electric (Mwe), and, by segregation of the data presented, PWRS .
laxger than 800 MWe. The O&M expenses can be presented; as annual
cost per unit.or annual cost per installed MWe. For PWRs, the
recommended . zone of  reasonableness can be chosen from.the. table .
below:z : T I

.TABLE. 3

oup Nuclea &
(1988 §) S

i

Insta;;gg_ggpgc;tV'

Annual OsM Costs . -TTE00 MWE 5800 Mie

Cost per unxt (S m;ll;on)*i*”““““* e
Average: - . AT .+ -$58.9
Standard devxatlon . .. 23.6
Coeff. of varlatlon s el 0. 40

e O S T

Average“‘ VAN T e alloIinl 569 16

Standaxd: devxatxon SlamLe DY Lo 27~58=A A

Coeff..of variation . = '~ . .0.40

o~ TenTva

Data source:, . Exh;blt 11, p. s-::a-mv. B
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15 D.87-12-066, Oxdering Paragraph 24; 26 Cal. PUC 2d 392, 614
(1987).
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“We will not adopt-a specific zone to assess .O&M expense
reasonableness, but we will 'compare recommended: and adopted:i:
--expenses’ against these: values. - DRA-recommends that: Edison:perform
another zone of reasonableness study:in its next GRC. . Wexconcur.
and wxll ‘order -such:'a study. o D00 ool e

- Bdison recommends:- that ‘the-Commission retain :the .present
"flexible’refueling*outageWSCheduIe}"ﬂwhiCh‘permitsuEdiSOnuto¥;;;
estimate attrition year refueling outage expenses in the-event.the
number of outages in the attrition year differs from . the number-in
- the test year. No party protests this ‘request. .:For.the past o
several years, adjustments foxr varying -outage schedules.:have been
effective in estimating attrition year expenses;““Weﬂwikl\continue
authorization of flexible refuel;ng outage schedules...' i~
*5.4.3 1 _SONGS o - o coo D o S

"'In its prepared testimony, -Edison estimated test.year:
expenses by first averaging recorded data for all SONGS:O&M..>. -~
expenses in 1987 and 1988. It then applied a 2% per year real
growth rate (despite data showmng ‘a 3% historical trend) and labor
and nonlabor escalation factors to calculate a 1992 subtotal. Then
incremental Nucleaxr Regulatory Commission (NRC) fees were added to
reflect federal legislation in late 1990 which increased-1991 usex
fee fund;ng to 100% of the NRC budget.  Edison ¢laims- that its
request is within the zone of reasonableness. = .. . .

In response to DRA’s testamony deson adjusted ;ts
request, agreeing to: (1) add 1989 data to. its two base years,
because the proposed merger with SDG&E had no lmpact on nuclear O&M
expenses, (2) exclude NRC fees from base expenses' before applyzng
the 2% real growth factor, and (3) separxate overall’o&M~expenses
into base costs and refuelxng costs, consistent with DRA’S
treatment and conventional attrition year expense estlmatxon.

DRA recommended dxvadlnq nucleax O&M costs’ inte base"and
refueling portions. DRA agrees with Edison’s estimate of base O&M
for SONGS, accepting Edison’s 2% annual real growth rate and
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Edison’s estimate of $147.25% million for base Q&M. "DRA does not
agree that' the same escalation .scheme should apply torrefueling

- expenses. ' ‘Instead, DRA recommends a“"dollars~per-day™ method, by
which recorded data for refueling 'O&M expenses: per day of:.outage
are escalated forward to the test year, then multiplied .by forecast
outage days to detexrmine test year expenses. . DRA"sirefueling. -
outage expense estimate is $2.955 million lower than Edison’s
requested $23.359 million. Edison vigorously opposed-DRA’s: -
dollars-per-day calculation of refueling outage costs. .- . .

DRA also recommended a $152,000 reduction to Edison’s.
requested $6.171 million for incremental NRC'fees, to remove
Edison’s 2% growth factor. ' DRA.-believes the 199Y fee level will
not be increased by the federal government. DRA also claims that
its recommended O&M expense -level is within 'Edison’s zone: of -
reasonableness. R S I B A P

- We -agree -with' DRA“on the: spl;t of ‘nuclear O&M expense
into base ‘and refueling portions. .. The separation of :functions is
ugseful and c¢onsistent with the attrition mechanism. ‘We' also agree
with use of three years (1987, 1988, and1989) .0f recordedidata as
‘a foundation for O&M expenses.’ We will: authorize’ 1992 expenses:
based on the three years.of data, escalated to reflect.general ~
inflation and include Edison’s 2% real-:growth rate. ' The.evidence
shows that O&M costs at other plants .generally exceed:this:-rate,
but we apply of the 2% growth factor -because :Edison”s request is
generally in-line with the results of its industry comparison.study
which indicate higher than average xreal growth .in 0&M expenses. We
approve this increase in nuclear O&M expenses .reluctantly because
we believe -that the results of ‘Edison”s industry study.are . .-:
mediocre. TFor example, although theiresults of the: comparison:
study overall show nuclear O&M-expenses increasing, many: plants in
the comparison group show declining expenses. Nevertheless, the
record provides us with no better basis than the comparison group
study on which to judge increases in these expenses. .. ... ...

W e
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: - We are not convinced that expense trends based. on. an.:
industxy compaxison group of nuclear facilities, whose operatons do
‘not fall undex: ouxr .scrutiny, should form the basis for approval. of
‘increases -in nuclear O&M expenses for Edison.. : Fuxthex,.-in .light of
our findings on Edison’s management  of refueling outages.,- we are
generally concerned about Edison’s management -of its nuclear O&M
budget. . We axe not, however -in.a position to.adjust nuclear O&M
expenses based upon our refueling findings. - At this time,.the.-
issues of nuclear 0&M and the management of-: refuel;ng outages will
be ‘addressed separately. . S Ther
- We will revisit refuel;ng -Ln deson s next.GRc, -where we
expect an affirmative demonstration by -Edison -that it manages .its
refueling ocutages cost-effectively from a ratepayer,-not ... -
shaxeholder, perspective. . That showing. should develop. optimunm:
refueling durations and should show exactly how incremental. outage
costs and replacement fuel c¢osts depend on outage duration.
- . We reject -DRA’s dollars-pexr-day proposal for.refueling
. costs. The exact dependence -0f costs -on outage days is .not known.
Edison’s testimony on outage 'days and refueling costs is. = . -
conflicting. To authorize base 0O&M:and -refueling O&M expense, we
will escalate forward the 1987-1989 recorded expenses, then.split
the total into base and refueling 0&M using the.ratios -from -
Edison’s requested amounts.l6 AP T ‘ Cald reslr sl
. The third element -of nuclear O&M expenses &8 xncxemental
"NRC .fees. oxdergd.by,themfederalmgovernment._,TheJexacttgssagnment
of NRC costs to U.S. utilities-is not. on -the record in this. ..
proceeding... We will authorize inc:emental‘expenseshbasedzonhaw,
$465 million national budget, divided by the.lll nuclear, units, that
Edison cites, times the three units. .at SONGS,.less .the NRC .fees.
embedded  in Edison’s recorded data. (escalated to.l1991).. We .will

T T ca PRIV
. , K . e

16 Exhibit 172, page IV-7.
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include neithexr 2% real grow;haner;nonlabor,escalatignuizome&SJyto
1592 in adopted NRC fees. e A D e e
... .. -The total adopted nuclear. O&M expenses (Edison share) for
SONGS are $184.488 million (in 1988 dollars), .as-calculated.by- the
Commission Advisory, and Compliance Division (CACD).. :This:equates
to $77.8 million per unit per year:-and $87.6 per kW-per year (total
plant). These values are within Edison’s proposed zones of: . - -
reasonableness in Table 3. For .attrition purposes,.this:estimate
assumes that two units at SONGS. will be refueled duxing 1992. -
4.3, AL T L A S S I Ut S
. Edison was unable to estimate. test. year Q&M expenses at
Palo Verde using historical data because the data is limited..and.
Palo Verde O&M expenses are unstable.. Nor could -Edison compute a
~zero—based”- budget due to- instability. of expenses. and difficulty
in analysis of plant records. (Edison does not operate Palo.
Verde.) Instead Edison chose to estimate Palo Vexde. expenses by.
scaling of expenses recorded or forecast for SONGS. DRA:generxally
agreed with comparison against SONGS but dxsputed Edison’s. scal;ng
techniques., N : e e
-Edison proposed a. scalxng factor, or rat;o of Palo Verde
to SONGS. expenses,-of 1.28, before adjustments foxr  NRC fees- and a
water treatment facility (WIF) unique to Palo Verde. , The:scaling
factor is- the ratio of numbers-of certain active equipment, (valves,
pumps, and instruments) at the two-plants, xeduced by 15% based: on
professional judgment, to reflect incxeased productivity.at; Palo,
Verde. The scaling factor stems.-from the logic that O&M.expenses
depend laxgely on the numbers of-plant equipment that require .
regular maintenance. . Passive equipment, - such esycables,and,piping,
- is excluded. e Voo e RRE S TP .
. After apply;ng its. scal;ng factor, Ed;son added~costs for
increased NRC fees and: the WIF. : Edison testified.that the WIF does
not offset any other O&M functions.. Edison-stated.that its - .-

L O I
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" requested expense level: forPalo Verde: is within- its"zone of*
reasonableness. Coen DM sy s S

' “DRA'used'different scaling factors to-estimate Palo Verde
- expenses’ from SONGS expenses. 'DRA’s base O&M factor®is 111309,- the
ratio of 1988 expeﬁSes*atipalo‘Verdeﬂtofthe*average’of11987$b1988,
and 1989 expenses at SONGS. DRA computed- a separate factor of ™
1.1312 for refueling costs. DRA believes that its ratios axe"
reasonable because achieved capacity' factors and numbers of - "'
refueling outages at both plants: were similar, and WIF operation-
was normal in 1988. Edison opposed DRA’s scaling'factor,.arguing
that Palo Verde’s short operatxng hxstory makes such comparxsons
unreasonable. - T S ‘ S RS :

DRA again—estimated—refuelingﬁexpense?usingfitsf”*
dollars-per-day approach and adjusted NRC fees’ to exclude-Edison’s
2% real growth factor. DRA included WIF costs:in” its estimate, but
opposed Edison’s WIF adjustments to ‘the-‘comparison 'group data,”
arquing that the comparison data include extraordinary and”unusual
expenses at other plants.  DRA claims that its total- estimate for
Palo Verde O&M expenses is within the zone of reasonableness. -

' We agree with: Edison that” zero-based budgeting is
impractical, and use of & scaling'factor is appropriate until
stable operating data are available.’' We have already rejected
DRA‘s. dollars-per-day approach. The key issue’ remaining:is”choice
of scaling factor. Although Edison’s' approach is’ intuitively "
appealing, it is untested as a predictor of Q&M expenses.--Thexe is
simply no evidence of proven correlation-between equipment counts
and O&M costs. DRA’s scaling factor relies on’ asingle:year of >
data at Palo Verde, but the' 1988 recoxrded: expenses include:first”
year expenses at Unit 3, and Edison’s own experience at'SONGS’'shows
that first year O&M may be more costly than-in’latexr years. This
‘would" increase the scaling factor, favoring Edison. “We will adopt
DRA’s method, revising it only to” use" a scaling factor of:1.131<fox
both base O&M and refueling O&M costs.

e
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‘Finally, we must consider adjustments.for.xreal:growth,

~xate, NRC:fees, and WIF: costs... Wexwill .exclude,Edison’s-2%- real
cadjustment, because Edison has. not shown.that:APS.effectively. ..

manages -its refueling outages.. The scaling factor“will:benappkied
tO SONGS adopted 1992 expenses. We expect Edison: to--present -in. its
next GRC testimony on the plant operator’'s efforts to-.optimize .
refueling:outages, as we ordered Edison to analyze operations at

- SONGS.. We will base Palo Vexde NRC fees on the: 1991 federal . ..

budget, without escalation or real growth, asywasgdone;fgrszNGS.
We will include WIF costs,. despite the inclusion. of; extraordinary
¢costs- in comparison group data, as long .as the final expenses: are
within a zone of reasonableness. . . o ol smoee moic o
“The: adopted. O&M -expenses’ (Edlson shareo for Palo Verde

-are, $42.726 million, or $87.5 million -per -unit. per year and..$67.1
- pexr’ kW. per year (total plant). ' These values.-axre within: the: zones
0f reasonableness in Table 3. . .. . o0 nor subh [DeRS

-4.3.3 Other Issues ~~ . - R T S Lk SR T G
‘SDG&E. requested that the Commxssuon»approvewEdlson;
nuclear 0&M expenses for purposes of adopting SDG&E,sunuqlean,O&M
expenses. in SDG&E’'S next GRC.. .The :Commission has done this in the
past  to avoid repetitious litigation. :-No party opposed SDG&E s,

proposal, and we will approve it. .. . .. v Co LA

~ TURN .axrgques ~that:Edison’s rates wh;ch 1nclude -SONGS. : I-O&M
expenses should.berautho:;zed‘subjectnto_refund,abecause,theh“w

.opexating status of the unit-is uncertain. , Fuel Cycle 11l is now
~. scheduled to end 'in late 1992.or-early 1993. In this GRC Edison

requested approval of capital additions necessary to operate.,.-.,
SONGS 1 beyond fuel cycle 1ll, but -the issue has been -removed to

another'proceeding.l7¢,Wexwill.gran:;TURN(stxequeSt;: SONGS 1 base

- O&M expenses comprise 34.02% of all. SONGS base 0&M expenses. - - .

- o
- T

S a

17 D.91~03-058.
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(excluding NRC fees) in the 1987-~1989 data set.  The:refueling O&M
fraction for: SONGS 1 ‘depends:on whether the unit is refueled-that
year. ' Test year NRC fees- are $3.251 million.':These figures. should
- be used- to calculate SONGS 1 O&M expenses if: they are eventually
excluded- from Edison’s rates. ~ ..nooorwy U0 nuraons DOLANE o
4.4  Yoma Axis - VLTS e T e i T

“Edison has filed A.90~08-014: with: the Comnmission:
request;ng-author;ty-tolsell its Yuma Ax;stenerat;ng-Statzonm(&uma
Axis) to the Impexrial Irrigation District....The Commission has: not
yet reached: a decision on ‘the application. . Edison included -
$785,000 in associated O&M:'expenses in “its 'GRC request, :$749, 000
for steam production and $36,000 for-other production.: BT

- DRA believes that the O&M.expenses should be removed

because Edison plans to execute the sale when it is approved,and
the California Energy Commission’s (CEC”s) 1990 Electricity’ Report
(ER90) does not include Yuma Axis in Edison‘’s resource.plan.- DRA
and Edison agreed that any action related to-the 0&M expenses: i
associated with Yuma Axis should dependfon.the outcome of
A.90-08-014. ST e s aane WA e

Edison answered: that if the ‘sale is approved by‘the
Commission and the date of transfernof\ownershxp*1a:known”1n“t;me
to incorporate into this decision, Edison would agree: with the- -
DRA’s~proposedtexpense reduction. . -However,. until‘the'Commission
acts on A.90-08-014, DRA‘s .recommendation is. premature..ww“«w~vM

We cannot now predict when A.90-08-014 will be decided.
We will leave Yuma Axis O&M expenses in Edison’s.:rates fox; now,: but
order that the ALBRR be reduced.on the effective date of the:-sale.
An associated rate change is not. necessary. ol ool L

TURN noted that’'the exact amount of “the O&M- expense:-is
uncertain. - Edison and DRA -have agreed on a figure of $785,000.qin
1988 dollars, but in Exhibit 16 an Edison document shows $960,000
(apparently in 1992 dellars) for Yuma Axis O&M expenses. These
figqures are inconsistent. The $960,000 in Exhibit 16 equates to

SN
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$834,000 in 1988 dollars-using:-the-adopted: escalation.rates. in:..
Appendix C. ' We note that 'ifithe $66,000:0f transmission O&M .-
attributable to Yuma Axis is included, .the total :is-$851,000, much
closer to the ! O&M total shown in Exhibit:16.- This. figure should be

ref;ned in A.90-08=014." - .U L e e

' Edison’s estimate: for transm;sszon O&M expenses is.-
$71.618 million. DRA recommended a: $1.031 mzll;on.reductxon,toa
that amount. No other party has submitted testimony: on these ...
expenses.  DRA’S.recommended expense: reductions.appear: in: three.
areas. DRI LG, A

.5. A ti R T EE R
: “The Sylmar Converter Station is: jo;ntly owned by deson
and’ the Los Angeles Department. of-Water and Power. (LADWP),.which

 operates and maintains the facility, and bills Edison-monthly for

its 50% share of expenses. In May 198% the ownexs completed - -
a major expansion project, increasing station capacity by 55%. .
Edison has-increased its transmission O&M expense request: to-. -
reflect the expansion, estimating a 50% increase -in Q&M costs at
the station (the station ‘capacity increase, less 10%). The .. .
increase is' limited  to four of the 14/ FERC accounts used to book
transmissxon O&M expenses. . ... U . .o . T T R

- DRA estimated additional expense for the-expanded
facility by comparing the average of monthly'bmllxngsmlsxmonths
before and 20 months aftex: .the new facility went into .commercial
operation.” DRA assumed that the $305,000 difference in.annual .
costs between those ‘two periods. . is the best measuxe of .increased
expense' for the new facility. DRA:believes:that prorating expenses
to station capacity is unreasonable because new technology reduces
the number of valves that are required, the-new facilities take up
less land area than the oldex-facilities, and modern: equipment. may
require less maintenance ‘than equipment in theexisting facility.
Edison opposed DRA‘s recommended adjustment, arguing that 20 months
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of’recordedﬂdata'subsequent“to~commercial~ope:ation'isftOO“little
and too early in-the life of:a’ modern facility.to-be used: to .
~3predzct future O&M exXpenses. .. 7. . ol el owm el .

' - Edison has not shown: that.converter:station capac;ty
accurately predicts O&M expenses. We agree;thhmzdxsonﬂthatLO&M
expenses in the initial years of a new:facility-may-not-indicate
long-term O&M trends, but in the short: term covered by this GRC
cycle recorded data for 20 months will-better forecast test- year
expenses than Edison’s simple but hercic assumption about-the . .
relationship between station capacity.and O&M .costs.: We.accept,
DRA’s adjustment of $305,000. Ty

5.2 i ion hod LA ey el
o ?DRA»recommended‘that.Edison!surequesteng&Mpexpehsesrﬁe
reduced by $660,000. The reduction.is  supported by:DRA’s more.- .
detailed estimation method.  Edison trended, averaged, and.adjusted
its past expenses as they are recorded in 14 FERC-accounts.. DRA
went through a similar exercise but. analyzed 214 functional-.
accounts within the same. FERC accounts. DRA then collected ;ts
results into the FERC accounts. Edison argued that.DRA’s method
leads to anomalous xesults, in part.because scrutiny of accounting
data at the functional account level -introduces increased.
variability in the individual data trends. As a demonstratxon.of
this,” Edison points out that: (1) .in four of- the 14 FERC accounts
DRA recommends expenses higher than-Edison’s own: requests,: and, (2)
revised utility practices might confuse functional acéouht,trends,
for example contracting for work previously .done by utility staff.
DRA responded by arguing that its moxe thoxough. analysis.allows.
moxre detailed adjustments for nonroutine -historical. expenses, and
that Edison’s approach isaoverlyabroadaR‘DRA_tes;imony,cizeda “
adjustments for nonroutine expenses in the areas .of: -(1).training
programs. in 1986 and 1987, (2)lteduced,paintinggof,transmission
towers after 1983, and (3) reduced transmission plant. additions
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after :1985.: None of these changes-~is:mentioned-in Edison’s
testimony:s .. . T SRS T I e S

'DRA‘’3. net 3660 000 adjustment comprises.. subtotals. of
$2.118 million of reductions-in,ten accounts -.and 31,458gm;lluongof
increases in the remaining four accounts. . TURN. did not offer. -
testimony on. this dispute, but argued in. its-opening:brief that the
Commission should not authorize more-than Edison’s. xrequested -
amounts in any single FERC account. TURN cites the testimony: of
Edison witness Frank Haroldson, who stated that for each FERC
account:Edison'sstestvyear,estimate~is.reasonable;;gﬁgEdison‘a-
opposes. TURN’s position,-characterizing.DRAfs recommendation- as. a
single net. adjustment of $660,000..: _ cooe Lt e

We agree with TURN’s argument,- supported by deson s
testimony, that it would be unreasonable  to.authorize transmission
O&M expenses higher than Edison’s request: in--any single; account.
At the same time, we are impressed that DRA has analyzed each
functional account in detail. We accept DRA’s premise that -
adjustments for nonroutine recorded costs: are appropriate. . We. are
thus confronted with DRA recommendations for $2.118 million in.
expense reductions in ten FERC accounts. 'We must stxike a balance
between Edison’s claim about increased data dispersion,: which has
merit, and DRA‘s impressive and more thorough review of past .
expenses. : : Goa s L e e

- Because both Edison and. DRA.make-valmd arguments, we-wxll
split the difference and reduce Edison’s requested- expenses.-by .
$1.059 million. In the next GRC we encourage DRA . tO again study
Edison’s functional accounts in detail, but the -resulting ... ..
adjustments can be applied directly to FERC account trends.and .
averages, avoiding unnecessary data variability. . noooey oo

e

18 Tr. 10:518-519. "
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‘We.recognize that:the adopted .expense reduction exceeds
DRA’Ss recommendation. This is entirely reasonable. Theruse.ofy
historical- expense trends. implicitly validates past utility
practices which receive only brief.review by the. Commission and are
not subject to rigorous reasonable: reviews. .The use of txends:is
an imperfect technique for authcrization of the minimum expenses
necessary to provide safe, reliable:service. .- ' -

' > In addition to $785,000 of production expenses, Edison
requests $66,000 in transmission O&M expenses for Yuma.Axis.: >DRA
recommends removal of these. expenses. .We will treat:Yuma Axis
production and transmission O&M’ expenses: consistently,:allowing-
then in rates, subject. to refund. in the'event the:proposed sale of
the plant is completed: during.this: GRC cycle. ‘ ' T

-6 Dist ntion: nges.’ ST Lo
During hearings- Edison conceded: expense :educt;ons of
$217,000 in response to DRA recommendations. Three. disputes
remain, two with DRA and one with FEA.: B SR U I
2:6.1 §ggg;!gs;on and Engineering: = - Lo L

< " FERC Accounts 580" and 590 recoxd electr;c dzstr;butxon
supervision and engineering costs. .Chaxrges to:the .accounts are, in
part,- ovexheads allocated from clearing accounts: for. projects- that
require supervision and engineering. Edison used 1988 xecorded
-amounts as a basis for test year expenses.  DRA used various
averaging ‘schemes for the 50. functional .accounts within. Account 580
and the 14 functional accounts. within: Account: 590. - DRA ‘auditors
adjusted 1987  and 1988 recorded data to xemove :$2.390: million .in
nonrecurring expenses for ‘inspection of underground facilities..

' DRA recommended -that Edison’s requested test year expenses- be .
reduced by $1.406 million. Edison opposes the reduction, arguing
that DRA’s method is defective and that the auditor’s adjustments
incorrectly assume that underground inspection is a nonrecurring
activity. Edison testified on rebuttal that the underground ..
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J-inspection\program,«whichxbeganwin?lﬁazrugs;g.continuing
maxntenancewprogram. ERIRIRT Ty el ey e 2y f; e

~ We are convinced by Edmson,s testrmony"that underground
rnspectlon is ongoing. RA audi
The trends from which:the audrtors' $2 3900mxllxon are subtracted
cover seven years of data. -Thus, we.deny. $341,000. of DRA S ‘“"
recommended reduction, leaving $1.065 mrllron rn dlspute.i ‘As wmth
transmission expenses, we must balance DRA'S, thorough review of
distribution functional accounts against.Edison’s methodologxcal
objections. . Splitting the difference, we will reduce Edrson 'S,
requested ‘expenses for distribution 0&M by $532 000.J |
2:-6-2 § orm DamAGe .. . e e o r s i WDl oo T

"DRA. recommended:. rncreasrng Edlson s'estrmntes for j;:
uncollectrble damage claims and storm.damage by a net of $76,000,
the sum of a $145,000 increase to Account 583 (apparently‘includrng
the impacts of a $1.694 million reduction in clalms over, the yeaxs
1982 to 1988, recommended by DRA aud;tors) and a $69,000 reductron
to Account 598. We will authorize only Edrson S. requested amounts
for Account 583, consistent with our treatment of the four ‘
transmission O&M accounts. for which DRA. recommended expense‘
increases.

e

Edrson~estrmated Account 598 expenses usrng a f;ve-year
average of accrued estimates. for: distribution property . damage,,
arquing- that differences between estimates. and‘actual expenses will
‘average out .in the long run. . DRA compiled recorded amounts of

- damage “for 1982 through. 1980 [sic] .and.averaged, the same f;ve-year
period.” 13 Although recorded costs are more accurate than accrued
estimates, Edison apparently relies on more. recent data.' We w111
agaxn splrt»the difference;: reducxng expenses by $35 000. '

19 Exhibit 205, page 6«12.
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" FEA-also disputed Account ‘598 expensesi: but for different . :
reasons. FEA recommended reducing Edison’s request by :$1.490:. ..
m;lllon, escalated £0-$1.769 million ‘in 1992 dollaxrs. - Edison
averaged “five years of data 'from 1984 to 1988, and FEA used five
‘years from 1986 to 1990. 'Edison' opposes FEA’s proposal, claiming
that because the FEA has used- updated data-selectively, vits -method
is unfaxr and inconsistent with the use of recorded data: -only o
through 1988 as directed in’D.89-12-052." N T

" ‘We' accept FEA’S use of more recent-.data.for-averaging
purposes, but to aveid the possibility of unfair database.. . .
selection, we‘will'expand”the‘basefperiod and use-recorded :data-
from 1984 to 1990. We adopt a seven-year average expense level,
which is $1.205 million'lower than:Edison’s request.::This
reductmon does not duplacate—the $35,000 reduction in xesponse-to
DRA's argument. L CUDTL N L B N s e

5.7 tome ccounts mges: - oo ST SR I ot SR
-7 pdison requested $110.163 million for:Accounts 901, 902,
903, and 905, an amount $.10% higher than recorded: expenses:in: - .
1988. This compares well with the adopted .increase in: customexrs of
9.56%.  With the exception of postage expense -and uncollectibles
methods, no pa:ty opposes Edison’s request. ST
' Account $01 expenses for supervision will .increase at a
higher than average rate, but Edison‘explains this as due.to- .
transfer of functions from Account ‘903, which shows a lower than
ave:age increase. Excepting the issue of postage expense -within
Account 903, we accept Edison’s uncontested estimates: ior Accounts
‘901, 902, 903, and 905. T e s T T
5.7, osta S CBXpense - o e Lh stoimiee

" Postage is recorded- in-FERC-Account. 903.undex -'othex.,
expense, meaning that it is not subject to routine labor and
nonlabor escalation in attrition years. Edison, DRA, and FEA
testified to postage costs. DRA recommends a $658,000 reduction
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- from Edison’s ‘requested $15.183 million.  -FEA .recommends; that -no:

more than $14.663 million:be authoxrized. : .. oo ~wunys 50 Swoelion
o - As FEA’satestimony:demonstrateshz0.postage expense.-is.;

determined by: . (1) average annual. number of customers, .(2) number
of mailings per customexr, (3) the distribution of mailings - among
the four types of first class, bulk mail service that -Edison
intends to use, and (4) adopted postage rates for-each-sexvice.

We will use the adopted number of 4,136,224 -customers
(from Appendix.B to this decision) for postage calculations.. -The
parties contested the number of mailings. Edisoni initially -used
14 .75 mailings pexr customer, the recorded average-for .1985.through
1989, but later revised its figure to 15.34 mailings,- from:1990.
records. Edison cites increased "Urgent Notices" tordelinquent -
ratepayers, induced by recent residential rate. increases, to. . -
justify the higher. figuxe. .FEA and DRA recommend:the original -
five-year average because.there were: fewer mailings, in-1989 than in
1990 -despite .the initiation of Urgent Notices in: 1989. We will use
all the-data available and adopt.a six-~year average 0f.14.85
ma;lxngs., S SN T T P NS

- FEA criticized: Ed;son for: fa;l;ng to-pursue. less
expensive .mail service where: it is .available, but: FEA.anluded Jin
its testimony Edison’s distribution of mailings among.the.four.. .-
services used. The services-.are:  -Carrier-Sort: (59%),-2IPsort .
(28%) , Presort. (10%), and ZIP+4 (3%) ~Bdison’s-distribution is
adopted. . . . . VI LT DTN e L T ey

.Edison' assumed thatptestvyear:average ratesgforntﬁe@same
four services will be $0.2300, $:0.2480,-$0.2583, and:$0.2420 pex
piece, respectively. These-axe:the U.S. Postal Service.rates. -

effective February 3,.1991, except. fox .Presort: service, which-is
. the $0.2480.rate plus.an average: fee-of $0.0103 paid:to - a:mail...

che e A
Ve 4

20 Exhibit 424, Schedule 13.
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service contractor. - The .contractor. aggregates:mail from .different
senders in oxder to qualify-fox bulk-rates. . Neither 'FEA nor DRA:
contest these rates. We adoptrthe requested postal rates. If

- xates change, Edison can pursue.revenue.requirement-changes.in: .-
attrition-proceedings. - The. adopted postage expensewms $l4-633wh
million, 1n 11992 dollarxs. - . : e e ~'

-.The ‘second customer accounts dispute concerns
uncollectibles. Edison: and DRA-both:forecast: an uncollectibles
factoxr of 0.208%, but they disagree on: the method torarrive .at this
figure. Edison’s estimate-is based on a: simple five-year average
of ‘1984 through 1988 data. DRA used a five-year average:of 1986
through 1990 data, adjusted for anticipated: test year savings. from
Edison’s participation in.the California Utility Exchange, which is
the 'successor-to Enercom,. an independent company that-maintains -
data on uncollectible utility accounts. . .7 Ll Soerpee .

' Despite agreement. with DRA on the . uncollectibles xate,
which is the only figure that materially affects customer rates,.
Edison in its opening brief continued to debate methods...-Edison
did not explain why further Commission'action is :necessary. We
adopt the 0.208% uncollectibles. rate and~dec11ne to. spl;t haixs-.
over methods. S N VOV LT

Administrative and Genera nses . R IS R

- A&G ‘expenses. are those 0&M. expenses which-are: MOt T

charged to a specific functional activity. In general, A&G.
expenses are the costs-of operating. and maintaining Edison’s
central office and-district offices),. along with companywide - . . .
insurance costs, advertising, and other items. ' The:forecasting:
techniques fox A&G expenses are:as-varied:as.their:functions.' Oux
woxds from Edison’s last GRC decision apply:equally:wellinow: ...
"Again, we find ourselves in the dilemma of determining a




reasonable: level’ of A&G 'expense.™’

A.90-12-018 et al. ALJ/J../vdl ww.3v .

Zl = The" contested»;ssues‘are

found in testimony by Edison;’ DRA,"FEX, and: TURN.UD OrLr woenron,
‘We' will inspect’ A&G accounts-xndmvxdually, ‘paying' special
attention to ‘the influence of productivity.  We have.previously '
discussed Edison’s Cost Containment. program, which'adds to.ongoing
levels of historical productivity.: ‘Specific adjustments\wmll be-
made where they are justxf;ed by DRA, FEAW or TURN. Tl
8. stome h S R P . D S
"In Edison”s last:’GRC the. Commission capped:: A&Gwexpense

- increases for forecast ‘growth in numbers of customers.’ Edison now
" argues that -application of -a customer growth factor. to controllable

A&G expenses has been "endorsed" by the: Commission, and Edison’s-
A&G cost estimates are based on customer growth. - i
DRA opposed Edison’s estimation ﬁethod,‘arguing::hatrmf
tying A&G costs to customer growth in -D.87-12-066::was’ a: temporary
measure until Edison could improve its estimation techniques in
this GRC.  According to ‘DRA, Edison has ignored Commission . . .
instructions by estimating A&G expenses based on customer growth.
DRA further argues that the relationship between A&G expenses and
customer’ growth is very weak, cxtzng a‘¢orrelation: study by DRA

witness Cleason Willis.

The ev;dence<clearlyﬂfavors-DRA*stposition:ﬂrDRAﬂanqﬁ
testimony -shows that for A&G expenses from 1982 through 1988, - ."

-customerﬂgrowthﬂcan?explain%only-5?;9%V6£~the'variationuinxthawu
data. Edison responded that for data from 1982 through 1986, prioxr
- o the Cost Containménffplan;'the'correlation-(expressedfaSuu R

r-squared in 'a conventional lineax .regression) is 98%. .. »nn. o

- ‘Our own correlation studies; using DRA‘s . data.for 1982
through 1988, show that the'year -that the expense was incurxed.is a
better predictor of A&G costs than customer .growth . (71.0% . 0oy
correlationfvs.’57.9%‘fortcustomerﬂgrowth);«cRegression'analysis:of';

1

-
Bt . ; ; s 3 L g
P - e oo Sl . . AL

21 D.87-12-066; 26 Cal. PUC 2d 391, 421 (1987).
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onlysl982ﬂthroughm1986adata;agiinstptheyyear;Qﬁ;thexexpensgmagain
improves the correlationy.compared;tomreg:essiopaagainstgcuspomer
growth. Finally, correlation does. not demonstrate .causality.
It is possible that, although-customer numbexrs. and- A&G expenses. .
are both growing, other-factors. are responsible for the increases.
We can only conclude that the connection. between A&G. expenses.and
customexr growth ig flimsy. We will deny increases.in ALG,expenses
related to customer growth unless further connection -can -be shown.
o2 t : ini ive and- Gencral ies

. No party objected to Edison’s.use of; 1988 -as a base year
for A&G salaries. Recorded expenses in 1988 were $118-.982 million,
the sum of costs in 16 functional categories. rQ;determine,test\
year expenses we will make accounting. adjustments for merger and
holding company expenses and for double counting.of executive
bonuses, subtract unnecessary costs, and escalate thegremaining5+
necessary costs forward to.1992.. -Escalation will. include .oxdinary
inflation and productivity and Cost Containment savings, -but will
exclude customer growth.: ' ‘ -

8.2.1 i nus S S T ALt

- Edison pays. Executive Incentive Compensation awards- . .

(bonuses) in the year following the year of performance.: In 1988
Edison .changed its accounting procedures for bonuses. from a cash
basis to an accrual basis. Differences between accruals,:which are
now booked at 85% of the maximum amounts, and amounts -actually paid
are eventually booked to the account. Thus :1988 recorded Account
920 expenses included bonuses earned -in. 1987 but paid in 1988, and
bonuses accrued in 1988 but paid in 1989.. The:.record does not ..
reveal what adjustments were later made to-the 1988 -accruals.
Edison admitted that 1988 recorded expenses should be ‘adjusted. to
remove the double counting of bonuses.. Edison xemoved $1.7 .-,
million, the cash bonuses.earned in 1987. TURN recommended. . ...
removing $2.2 million, the amount accrued for 1988 bonuses. We
adopt TURN’s adjustment because it better reflects actual 1988
bonus payments. Edison‘’s accrual covers 1988 obligations, but the

T
EE AN
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amount .is-arbkitrary until adjustments fox. actual bonus. payments:are
made. - oo T g et T s el L w el Lo
.2-2" . -v hﬂ ST S i S ! R LA e e
3 Edison employs- four: full-t;me executxve chauffeurs who
also perform security functions. The security dut;es“allow‘sdxson
to deduct the costs-of the drivers for income:tax:purposes, rather
than show the costs as taxable income for the four executives.  The
four:passengers. are the Chairman'of the Board,.the President;: the
past Chairman of the Board, and the.past Executive Vice President
of operations. DRA recommended-a-disallowance. of $144,000 for-the
drivers, because Edison has not shown.a need for chauffeurs ox:
bodygquards.. o G g y R I
. We will allow the expenses for the . actmve~employees, the
Chairman of the Board- and- the President, in hopes that the drivexr
sexvices will contribute to productivity.  We will remove from 1988
expenses the costs for past officers.  Theixr drivers are ... ...
unnecessary executive perquisites. . . - - A
5.8-2.3 Unexplained Cost Incxeases : ,
TURN recommended removal of $309, 000 from 1988
Account 920 costs, arguing that a 39.5% increase in corporate
communications--one of the 16 functional areas in the-account--from
1987 to 1988 is-not justified. During cross-examination, Edison’s
witness did not know the xreason for the increase.. Edison-claims
that adjustments to functional.accounts are unwarranted. when-the
FERC -account costs as a whole are used. to estimate-test year -,
expenses.- .Other functional: accounts. show decreases from 1987 to
0 .1988. - o o T T o A £ A AT
. - Inspection of the 16 functional accounts,shows-that: 1987
to 1988 increases exceeded 10% in three areas: -corporate- . .-
communications, executive officers, and power supply. We agree
with TURN that it is reasonable to exclude unexplained functional
cost increases within Account 920, but we must choose an
appropriate threshold for rxeasonableness. TURN suggests using
3.2%,- the:customexr growth .rate.from, 1987 to 1988,-even though~TURN
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does. not endorse calculation- of A&G costs’ based:on.customer growth ‘
rates. We will adopt a different threshold, equal to double-the
average growth rate of controllable A&G expenses’ .from:1982-through
1988." This threshold, determined: by ' linear. regression of expense
data, is 7,3%,22 . Co e S LT T T L e e
: We will reduce 1988 expenses for corporate communications
by $275,000, the difference between the $1.178 million recorded in
1988 and 7.3% above the $842,000 recoxded in 1987 (in 1988 8). -
' TURN' also recommended- a- reduction of $792,000. in’ 1988~
costs for executive officers, bhecause'Edison has not justified the
19.3% increase in that area from 1987 to 1988.. We deny this-.-
adjustment because the 1988 recorded amount of $5.866 - million will
be reduced by $2.2 million for double'counting of executive
bonuses, - moving: the base amount below the reasonableness' threshold.
Edison’s functional- account for power supply-shows-an:
increase of 17.8% from 1987 to 1988. This ‘is above the threshold
but is justified by increased costs for’ management:of QF:-contracts.
No adjustment is necessary. - T ol s R .
5.8.2.4 Executive Bonuges . - vl n v S
* In Account 920, Edison has included $1.814 million: for
executive bonuses, the portion of executive compensation~tied' to
annual performance. DRA-recommended removal of these expenses:from
1988 recorded data,-because: (1) bonus plans:are’aimed-at - '.»
corporate‘goals“andiobjectivesﬁ“only“remotelylrelateditoﬁimproving
or maintaining the quality-of service to ratepayers," (2)"removal
is consistent with the Commission’s denial of a management: = '
incentive plan for PG&E, and (3) in response to a DRA data request,
" Bdison refused to provide’'details on the performance:ratings of
individual®executivesg. . oo oo nleimae o smnrn T8E0 o2

LN [

P, ) o v VR BN e e b s,
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. 227 VRegression analysis" shows - average A&G- growth>of:$6:928.million

per year, using data fxom Exhibit 205, Table 9C - 3. This growth

rate, divided by 1988 expenses, is 3.65%. See also Exhibit 29,

Account 920, workpaper 0020. .

- g -
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©.~ DRA also cited:documents prepared: for.a:CACD! workshop on
management bonuses. Edison objected to use of workshop:documents
which were intended to be confidential-outside the workshop. The

- ALY .did not. receive the documents into: evidence,  and:we will not

-~ v e, -

rely on themmow. =~ o /1" - ...\.;‘;:: T A P N S R SO R A e e s
. TURN‘supported dlsallowance of: executive bonuses, axquing

-that ‘the ‘bonus. planashould be self-funded out:of: the-benefits: that

flow from the plan. @ .- L e, e s nl
Edison vugorously'opposed DRAJs*posxtxon, argulnguthat.

" (1) executive bonuses are widely used in .industry. and-are necessary

to attract and retain capable. executives, (2): DRA'misintexrpreted
Commission policy on use of management incentives, (3)>total. . .-
compensation ‘(salary, bonuses, and benefits) is:difficult to ...
compare .among .companies, and: (4) DRA’s own wage and' salary:study
shows that Edison’s executive cash compensation: (salaxy:and! = -:
bonuses, excluding benefits) is.below average compensation-levels

- fox major‘electrmc utilities. = o s ol an LU X

- We confirm the position announced: in PG&E‘’“s GRC:that :
there is a place for executive bonuses: in utility: management. .If
we were to: reject the bonuses, Edison might'require highexr . ...
executive salaries to offset the lost bonuses.. Our principal.

.¢oncern is adoption of necessary expenses..for. provision:ofpsafe;

reliable service at reasonable, nondiscriminatory. rates. . We-

distinguish this GRC from PG&E’S GRC.: ’ In: D.89-12-0572 we

endorsed the concept of management incentives.,. but:we denied . -
funding 'a broad-based program that would have increased:PG&E’s
expenses above a reasonable company-wide ALG expenserlevel.. In
this case we must decide whether. past expenses:were.necessary, and
whether to adjust base data for purposes of escalation into.the:
test year. We'.reject DRA’sS argument that its adjustment of. —.:

23 34 Cal. PUC 2d 199, 254-260 (1987).
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-~ historical.data. is:consistent withirejection of:a new! program in

L DeB9=12=08T s i e T LA T L, b SV I T

. :We. give l;ttlewwelght to: ev1dence~on .the'.rank:-of :Edison’s
cashAcompensatzon'among:other;corporat;ons,-ut;ixty:ormnonutxlzty.
Comprehensive comparisons are simply not on the record, despite our
instructions-invEdison's;lasthRC.??z;Themmost;notable omission
from measures.of executive compensation is noncash benefits. .DRA
testified that total compensation comparisons .are difficult,. but
- Edison witness.Caxl. Jacobs.was more; optimistic. . .-

. We:are left with two issues: (1) the'goals of.-the bonus
plan, and: (2) DRA's discovery problem.. Edison’s executives .are
obliged to pursue the long-term goals of both shareholders: and:
ratepayers..  Which are served by executive bonuses? - Fox the -
answer, we. turn to the performance measures used .in:carrying. out
the bonus. program, specifically the testimony of Edison witness:
Noonan.2> The record evidence shows .that: (1) Edison. uses: two:
fundamental measures to assess executive performance,: one :related
to company performance and one related to individual .performance;
(2). company financial measures are general, -not specific,. and -are
based on.the judgment of the Board of: Directoxrs; (3): othexr. .company
measures include Cost Containment xesults, service quality,: -and
organizational effectiveness;:. (4) .service quality -measures: include
customer. growth, cost per new customer,. and customer response time,
but there are no set standards; (5).0it is uncertain whether: sexvice
reliability ox public safety are. included as service measures; -and
(6) xeasonableness of rates and perceived rate:discrimination .are
not included as bONuUS MEASVULES. . .. . .0 cue T o cedds i oK

_ Bdison. does not separateuahareholder and ratepayex: goals,
claim;ngsthat the various bonus plan measures all ‘produce: -benefits
for both shareholders. and ratepayers.:' ‘Although:we.disagree with

24 26 Cal. PUC 2d 392,457 (1987).
25 Tro 15:1136-1146- R "\
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'~ DRA’s characterization: that. bonus:plan goals:are:unrelated, tos: -

ratepayexr benefits, we also-disagree with Edison’s.grand-claim that
what is' good for shareholders is also good- for: ratepayexs.;.....

. Separation of bonus plan goals is difficult, but we axe .struck by

the lack:of company measures-directed; specifically at. ratepayerx:

‘benefits.  -In this respect, Edison‘s bonus plan is similar to ..

PG&E’s plan, . for which we- stated that- benefits. are “overwhelm;ngly

- weighted in. favor of shareholdexs. 26 We- find- that: .-(1) bonus:

plan measures do not provzde“adequate;xncentxvesffo:psatehﬁreliable
service at reasonable, nondiscriminatory rates;- (2) reliance on-
Board of Directors’ judgment and absence of specific standards

. diminish the fairness and.effectiveness of executive bonuses; and

(3) the need for and effectiveness: of the bonus-plan- are obscured
by lack of rigorous program -assessment and - failure to.provide- DRA
with measurements of individual performance. S TTE N

Considering these factors, we find. that,only,one-thxrd of
Edison’s executive incentive payments were necessary. in 1988... This
is & judgment, but a judgment required by the .circumstances of the
dispute before us. We will remove $1.210 million from.l1988 .=
expenses before escalating recorded amounts forward: to.the test
year. -We remind Edison, that we are not disallowing the plan ox.
denying the effectiveness of executive incentives. Ratherx, we are
assigning to sharecholders the expenses that Edison’s .executives use
to pursue'shareholders' goals,and objectives.

-.8. Rate Recove : nges. oo - N

. DRA recommended excluding from A&G expenses‘ssss,ooo,
which Edison requested for its Women and Minority Business.
Entexprises (WMBE) program. This is the recorded 1988.WMBE.amount,
comprising $346,000 in Account 920 and $210,000 .in Account 521 .
expenses. Edison requested that the 1988 amounx be escalated o

. the test year, without incremental expenses for .increased. program

res e

BRI LT [ N A

26 D.89-12-057; 34 Cal. PUC 2d 199, 159 (1989).
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scope. ' DRA supported its position by’ citing D.89=-08-~026," in' which . ‘
- the Commission ordered that WMBE programs shall: be considered in
annual- generic proceedings which address policies,’ practices;: '+
procedures, and costs £or all respondent utilities. “Edison’ opposed
DRA’s recommendation, because the anticipated: generic proceeding,
which would have considered 1992 expenses,  was:never. opened. ' This
leaves Edison without a forum for recovery of ‘1992 expenses. ..’
Edison payments to a WMBE information clearinghouse. are protected
by a-memorandum account- author;zed in. Resolution E-3133r-approved
on: March 22, 1989. : DR T : I Tme T
' We agree with Edison that it should' have' the' opportunity
©0 recover reasonable 1992 WMBE expenses.- The issues .are:when and
how much.' Edison requested forecast test year recovery of -
escalated expenses from 1988.° The record-evidence:on the : . °
reasonableness of the $556,000 in 1988 recorded costs:is 'skimpy,
but much- of that amount was direct payments to the Commission-
approved clearinghouse, over which Edison‘has littlecontxol. . We
also accept that clearinghouse payments are increasing' as more .
businesses qualify for WMBE status.. This information' is adequate
to justify the test year amount. -We will grant Edison’s request,
but with the reminder that' Edison will have n¢o further opportunity
to recover 1992 WMBE costs in other proceedings. ' BN
“The anticipated genexic proceeding: should eventually: be
opened in time to address 1993 costs.  We intend: that attrition
yeaxr 1993 and 1994 WMBE expenses .will be superseded: by orders .in
the generic proceedings.  We will terminate expense.entries into
Edison’s clearinghouse memorandum account. Further debxts ‘are
unnecessary under forecast test year ratemak;ng.»t= Teeoint

u..\ H— L e e ot L P N PR S A Y

-+ Aftexr reduction for: (1) executive bonus accruali,
(2) executive chauffeurs, (3) unjustified corporate :communications
costs, and (4) unjustified executive bonuses, the adjusted Account
920 expense in 1988 dollars is $116.220 million. This amount will
be escalated to an adopted expense level for 1992.
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. The first of two disputes:concerning Accoun: 921-is the
3210 000 in WMBE expenses recorded: in- this account. . The.issue.was
resolved above, and no adjustment.to recorded-.1988: costs.is. .. -
necessary. Escalation to test year expenses will.be, the same:as
escalation for Account 920. Second,.in-its testimony-TURN listed
$615,000 in A&G.expenses related to Edison’s holding.company
activities.27 Edison agreed to exclude the expenses -from revenue
requirement. During: hearings TURN.identified- an:additional $67,000
for the printing of stock:certificates. - That.amount has been:
removed from authorized Account 921 expenses. - o ....-o . o

-8.4 Account 922 - 8 i adg ... .. oo
Edison accumulates:capital . costs for construction - - .«

. projects in project work -orders.- Included- in construction; costs

are overheads for administration, in-this.instance. A&G- labor and
nonlabor costs charged to Accounts 920 and 921, respectively.:. As
these overheads are: assigned. to-construction-they must be removed
from A&G accounts, which is.done by crediting Account 922... ..

. DRA and. FEA disputed the percentage that Edison-used to
credit the transferxed overhead. - Edison uses 17%,. based.on.an. .,
reffort study” of 1990 organizational budgets. . Edison claimed- that
17% is lower than historical rates due to reduced construction .
activity. DRA and FEA recommended . 20%, based on the average -of
recorded percentages from 1982 through- 1988. . .. . .~ ,,'

o . The evidence shows that transfer rates were in. the 22% to
24% range in 1982 and 1983, then stabilized .around:--20%.-from 1984 to
1988. We will- adopt a transfer rate.of 19.78%, the, h:stor;cal

: average for the five stable years. from 1984, through 1988..: Forx ,

ratemaking puxposes, -Account 922 credits will.be forecast .at, the
adopted. transfer rate times -adopted -Account; 920 and; 921 .expenses.

27 Exhibit 418, Attachment A.
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We are sympathetic to Edison”s argument. that construction .
‘is declining, but the evidence-on:mnet plant additionsi'and overall
' A&G trends. does not support Edison’s lower:rate of 17%. © The! effort
study,  which- is not in evxdence, was. apparently based.on budgets,
not - actual—accruals. I A B R S NIRRTy

- BEdison based its'requested.expenses for outside:services

- on the average of recorded-costs fox' three years from 1986. through
' 1988, adjusted: to remove merger-related costs.. " Edison excluded

data from years prior to 1986 due to except;onally'high,legal COSLS
for antitrust proceedings. = . LU enmono oo men o Dewdn

DRA. accepted: the ' 'three-year average for base:costs, but
recommended -a Cost Containment reduction..” TURN recommended a
$422,000 reduction foriunexplained ‘increases in-engineering:costs,
similar to its: reduct;on for corporate communjcations: anAccount
920- o : T B PR O .

We will adopt' the three-year average: for:base 'costs,..
reduce that amount for Cost’Containment, and escalate forward to
the test year. We reject TURN‘s adjustment. - Account 923 overall
expenses are based on multiyear averages which do not show a =
long-term increasing trend, unlike Account 920 expenses, which are
based on a single year of data within -an increasing trend... The
three-year base amount (in real dollars). foxr: Account 923:is about
10% higher than costs priox to the three-year base pexiod.:-This
increase is tolerable within a relatively stable FERC account.

. _ Account 924 -~ _In ance ' L g

The majority of Account 924 costs are“insurance premiums,
which Edison estimated based: on brokers” advice, 'trade publication
information, ‘and Edison’s own “judgment. ' Premiums- requested for.
1992 are about 1% lower than 1988 .premiums, in real dollars. ...
Edison’s test year requests for labor and nonlabor property
insurance costs are escalated values of 1988 recorded costs,
adjusted for customer growth.




A.90-12-018 et al. ALJ/J../vdl * v,

DRA accepted Edison”s premium costs estimates, but.’” ..
recommended "that $118,000 in:icrime insurance premiums:be removed
from test year expenses, because no:claims. were .made fromcl9gsg -
through 1990 and it is unlikely that Edison will ever ‘experience
crime loss exceeding:the crime policy:deductible .amounto :The
policy coverage is $20 million with '$500,000 deductible. -

“Edison responded that the insurance 'is reasonable to -
cover losses due to theft, robbery, computer and wire:fraud, and
bonding.requirements for tax-deductible: employee-benefit plans.:
Edison .arques. that recent claims history is not indicative of risks
and potential  lawsuits.. DULTL L Ll e L pestannt

The ratio of coverage to annual premiums shows.that the
disputed crime insurance is - intended to- cover small probabilities
of high losses, which are exactly the:risks that short-term claims
history cannot measure and:which insurance should cover: ' Where:
¢laims trends are stable, self insurancewmightvbe'mo:e‘reasonable,
but crime insurance does not fall into this category. :We deny
DRA‘s adjustment. RN o N el Sl P Lo ¥

DRA also:recommended a-reduction of $29:,000 to update
Edison’s five-year average .cost of -insurance reserves. We will
nmake that adjustment. . - o oom s ol L noeEne

- Along. with convent;onal l;ab;l;ty -and ‘property .insurance,
Edison purchases replacement generation ‘insurance .for . its :SONGS-.and
Palo Verde nuclear plants. " Annual premiums:-are about $1.4:million
for SONGS: (76.7% ownexship share) and about $0.8 million .foxr Palo
Verde :(15.8% share). We will allow these expenses, but. in:its next
GRC Edison should justify the disparity in premiums for the. two.
plants. We note that replacement generation expenses .are now borne
completely by ratepayers. Therefore, in the event.a.claim is ever
pursued under:these insurance policies, insurance awards should be
returned to ratepayéré through credits to the ECACr account. . .
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Edison’s test year estimates for Account 925 :were ..

developed using the same techniques that were used: for Account-924.
.- DRA again accepted Edison’s .estimates of. insurance -
premium costs, but DRA opposed Edison’s calculation:of insurance
reserves expenses. In compiling historical data, Edison-used.: "
reserve amounts set at the time . ¢laims were filed, which would
often be reduced by the time payments were actually made.. DRA"
requested supporting workpapers, but Edison had discarded-the . .
information. .DRA calculated reserves based on . actual.payouts and
recommended a $4.460 million reduction in resexve .¢osts. Edison
conceded the adjustment. - T S
>.8.8 -ggggggt 926.1 - Health Care Benefits - ol
L -‘Edison’s health care costs can be conwenzen:ly split into

administration costs (labor and nonlabor)., externally -purchased:
services (health care providers, health maintenance organizations,
dental plans,-and vision plans), and .post-retirement benefits. other
than pensions (PBOPs). UV
5.8.8.1 Administration and Purchased Service

Ed;son~est1mated»adm;nastxat;ve.costsnbased"onra 1989
base year, because in 1989 the company made significant.changes. to
the health-care programs under its:control. (Health care costs
were actually lowexr “in 1989 than in 1988, -a result which we: ...
commend.) * Edison then escalated laboxr and nonlabor costs-forward
tothe test year, including.adjustment for customer growth.'' Edison
- estimated purchased services costs based on health care. ¢nflatxon
trends, specific information-from service providers, - oo, .l
recommendations from an actuarial -consultant,. and management: .
intentions toward use of the various health plans. ol

_ ‘In-its-original testimony, DRA.recommended a&::.

$22.890 million reduction in Account 926.1. costs, comprising
$16.187 million to exclude PBOPs, a $7.903 million reduction for
purchased services, and a $1.200 million increase for
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administration. DRA:used later:'data than:'Edison’used 'in deriving
its expense. recommendations..  Edison'reviewed.DRA‘s later: data and
agreed : to reduce its requested-expenses by $6:753: million;:
resolving all disputes with DRA except:rate recovery of.PBOPs. -
Edison disagreed with DRA"s exact split:of expenses into cost-.
categories, but agreed with DRA’s: overall.costs.for- admznxstratmon
and purchased services. PR LTl et e ma T
‘We will adopt the agreed=-upon expense'level for*purchased
sexvices, but we will adjust the stipulated administration costs to
remove escalation related to:customer growth from 1989.to 1992.°
DRA has elsewhere convinced us to exclude A&G costs related-to..
customer growth, and Edison testified that. the. stipulated:labor. and
nonlabor expenses include' such.growth.. -This:adjustment amounts to
a $1.123 million reduction in expenses and-a'$5.759 million
reduction in capitalized benefits.- : ool
We are concerned that DRA has recommended an:- increase:in

administration costs over Edison’s request, but.in:testifying to
the stipulation Edison explained that the.reduced-purchased.. - -
services costs will require extra administrative effort.: We accept
- this explanation. NO'furtherﬂreductioncis necessarynm“ Cold
BRI PBOPs. are utility lxab;lmtxes--prlnc;pally medzcal
benefits for employees, retirees, and their families--which have in
past years been ‘paid by utilities on a cash basis, without setting
aside: funds to cover future. costs and without recognizing: the- -
liability on financial statements. . In December 1990, following a
comment period, the Financial Accounting Standards:Boaxd' (FASB)-
adopted its Statement of Financial Accounting Standards No. 106,
which revised the generally accepted accounting principles: foxr- .
PBOPs. Effective January 1, -1993, corporations must. accrue. PBOP
- Yiabilities while employeessearnwthe‘benefits,tnotﬂﬁhenmxhea

benefits are actually'pald. “Limited portions of PBOP funds are
tax~deductible. Lo ot s sl T Do
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- - . The.Commission is investigating:the impacts:of:this:: .
accounting: change in 1.90-07-037.and. related-matters. . OnJuly- 2,
1991 the Commission approved D.91-07-006,. .which decided: issues:on
pre-funding of PBOPS, :in-ordex: to maximize the-accumulation: of . -
tax-free- funds before deciding whether full: funding. and xecovery in
rates of PBOP obligations is.in the:best.interests.of ratepayers.
The Commission found that pre-funding of tax-deductible-PBOPs is in
the ratepayers’ best interests.. The decision authorized, but did
not require, utilities to implement fouxr types.of.tax-freePBOP.
funds: (1) an Internal Revenue Code. (IRC) §-401(h) plan, (2)- a
Voluntarxy Employee Benefit Association (VEBA)  plan,. (3).&:..
collectively. bargained VEBA plan, or (4) a pension benefit.- -
enhancement plan for pre-funded tax deductible contributions.-
Utility~owned life insurance plans may not be:used. . .70,

In this GRC Edison requested $12.6 million in- rates:to
pre-fund. PBOP. liabilities in & § 401(h) plan which it established
in December 1990. Edison argued that D.91-07-006 authorizes rate
recovery of tax-deductible contributions, and a failure to pre-fund
- will result in a loss of tax-free earnings. The § 40L(h) . plan.
which Edison proposes does not cover all employees. Union members
and certain key employees, & small number of managexs, are © .
excluded. Edison intends that union employees will be covered by
VEBA plans. The relief requested in the GRC is for test.yeax: 1992
only. 'Edison has requested recovery of 1990: and ;1991 PBOP-
contributions in Advice No. 913-E,.:.filed: August-15,: 1991,: and . -

- Advice.No. 91743, filed November. 1,-.1991. ' Edison requested 1993
and 1994 costs. in A.91-08<066.. . ~ . . = . o b et Deccoaan

: - DRA’s position changed during the—couxse-of Phase .1 in
this GRC." In its testimony, DRA opposed rate recovery of: PBOP:.
costs, pending the outcome of I.90-07-037. .In its-opening .brief,
DRA acknowledged D.91-07-006 and conceded that Edison could .xecover
PBOP costs once the evidentiary requirements ordered -in D.91-07-006
are met. DRA‘s reply brief argued that Edison has. overestimated
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thermaximum amount . that: can'be’contributed to the~§ 401(h) splan,
because Internal Revenue Sexrvice (IRS) regulation328 set the limit
for the:sum of:'§ 40l(h) plan:and-life. insurance costs:combined.
Edison -has calculated: the limit-to. be $16.2 million, but: has:not

" subtracted life insurance costs to.determine:maximum contributions

to the §& 401(h) plan. . Therefore, rate.recovery-should: be-denied

~until-a proper calculation is made. -Edison testified that no

deduction is required by the regqulations. - o - Snica s

: . FEA opposed’ recovery of PBOP.costs in, rates, ¢laiming
that D.91-07-006 authorizes recovery only in Edison’s: next. GRC, and
that Edison’s proposal is unreasonable because it uses union
pension contributions as the basis for pre-funding PBOP . :
contributions made under a §:401(h) plan. which explxcmtly excludes
union employees. FEA argues that if pre-funding.is approved, the
amounts must be limited to. 25% of total PBOP costs.annually,. rather
than 25% in the aggregate since the §.401(h) plan was: started, and
that $4.3 million'should be excluded because that -amount, is fox.
past service credits, which. are ineligible for funding-undex-.the
IRC. S S K SRR SRR VAL

We concur with Edison’s generxal intention -to-maximize.its

contributions. to. tax-exempt PBOP plans.:.-D.91=-07-006- found. that:
pre-funding will reduce long-run .costs and is. in the ratepayers’
best interests. However, making contributions: .and recovery. in-
rates are two. separate steps ‘in the process.. Ordering.Paragraph 5
in D.91-07-006 clearly states .that Edison can seek: rate- recovery of
PBOP costs in its next GRC or as an increase in margin-under: the
ERAM, and Edison’s request in .this GRC is -for. .an -increase in
margin. D.91-07-006 anticipated the distinction between .- -
contributions and rate recovery by authorizing utility memorandum
accounts for booking of costs in .advance. of rate recovery.. . We:.

LA R \
ML PO N

28 Internal Revenue Regulations, Section 1.40l-1l4(c).
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reject FEA’s argument that.D. 91 07—006 precludes rate-recovery in
 this GRC. - LT . S R T I R AT S e T
~Edison has made efforts:to: comply with- the fundxng and
evidentzary requirements. of -D.91-07~006,. but two. issues. xemain::
-relating'to Ordexring Paragraph-7, which requires in.pertinent:part
that Edison’s § 401(h) plan be reasonable. .First, as,FEA points
out, is- it reasonable.to. use union pension costs. to Justify a-plan
from which union employees. are.excluded? - Second,. has Edison. .-
incorrectly calculated its maximum § 401(h) contr;bution by—fa;l;ng
to- subtract life. insurance costs? T A I
The reasonableness of Edison’s plan 0o use union: employee
benefits to justify contributions to the § 401(h)  plan has:twe
" elements:  fairness to-union employees, and possible- overfunding of
the § 401(h) plan. Edison intends that PBOPs for.union:employees
will be funded under VEBA plansg, but’® it uses.union:employee: PBOP
liabilities to calculate contributions to the § 401(h). plan.- The
VEBA plans are not complete and arxe the subject-of collective. -
bargaining.: TFEA hints that this is. unfair to union workers, but we .
disagree. The Commission’s duty is to authorize reasonable
expenses for employee compensation as a whole, without
micromanaging the distribution of employee salaries,.: wages,  and
benefits. Union employees should recognize that. Edisons:eaxly-
adoption'of a § 401(h) plan may achieve certain tax savings that
will not accrue to union members until ' the VEBAs are. in -place,.but
we will not substitute oux judgment f£ox the collective bargaining
process on this issue. S R A S RS BRI
Edison has testified that pre-funding is only: a. small:
part of its PBOP liability. Nonetheless, we are concerned- that:the
$ 401(h) plan could become overfunded; relative to future: PBOP-:
obligations to unrepresented employees. This: might happen: if,- for
exanmple, full PBOP funding is not eventually authorized in
1.90-07-037 and the present contribution fraction--33% of annual
liabilities under Edison’s proposal--is higher than the fraction of
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‘Edison’s PBOP .costs.that are assigned-to unrepresented employees.
The: record .does not reveal the likelihood-~of:-overfunding .fox ...
unrepresented employees. Noxr is the record absolutely-¢cleax .about
reduced § 401(h) contributions due to life insurance costs. . .-
For these reasons, we deny Edison’s:xrequest-£ox:xate.
recovery in 1992 of 1992 PBOP. liabilities. We:encourage Edison to
take advantage of- tax-deductible PBOP:plans,-as.long as. plans for
separate. employee classes: (union or .unrepresented) -are not. ... . .
overfunded, consistent with Ordexring  Paragraphs 4.and 5-0f:- -
D.91-07-006.  Edison should:continue to. record 1992 PBOP:costs in a
memorandum account, as authorized  in D.91-07-006, until --Edison’s
next GRC or further. oxder:im 1.90-07-037. - '
.8. Account 926.2 - ngions an he T\ S R
Edison’s overall expense.request- for pensions and
benefits. (exclusive of health care).in 1992 is $97.397 million,
which is:15.51% above recorded:expenses in 1988.: This increase is
vexy close to adopted escalation rates.over the 1988.to. 1992 time
frame, but expense increases.for.the.different elements of Account
926.2 vary markedly from the average. .: Edison splits.its.request
into five major areas, one for administration.and four, fox benefit
plans: (1). administration, increased:by 10.5% plus inflation:-fxrom
1988 to 1992, (2) retirement,-up.8.3% in nominal-dollars, (3) Stock
Savings Plan (SSP), up 28.0% .in nominal dollars,-(4).disability, up
27.5% in nominal dollars, and-(5)..life. insurance, -up:58.9%.in . ..
nominal dollars. -All of the purchased sexvices: are-26% capitalized
by Edison, so0 any reductions will-have expense-and:rate-base ..
components. LT e e sl S
seror o . In 1989 Edison began: a: flexible plan-called:SCEflex,
which allows. full-time employees to,spend-utility-paid. flex.-..-
rdollaxs, " choosing from: various programs for health care, life-.-
insurance,'disability,‘andltax-p:otection‘of;vacation;paymenfé.y
. Retirement benefits are mot included. - We have:.no philosophical-
. objection to SCEflex, but it does. allow- for ¢ffsetting-.of-health
care expenses against non-health care expenses, at the employee‘s

-

it
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election. -In.this GRC, Accounts:926.1 and:926:2chavesbeen treated .
separately by Edisén and the.DRA. -'In future GRCs:Edison:shouldr
' provide -information on'this shifting:of benefits:between:the:two

-

ACCOUNTS . T »m "o T L bl Ll e D T e

“Edison‘’s requested. admin;stratxon.costs of $9 721 /million
were ‘calculated using a 1988, base year,.escalated to:1992-for both
customex growth ‘and inflation.: DRA: recommended: a: $2.549-million
reduction, ©of which about-$0.8:-million is attributable to-. .- ..:
escalation based on employee growth:rather than customexr- growth,
and '$1.75 ‘million is unnecessary expenses for, employee:activities,
administration of an employee ¢club, a cafeteria, and other’employee

"“) e g

welfare expenses. TN a b o SUAND eeemed
We -will authorize test-year expenses based>on the
undisputed 1988 base year, escalated” for inflation only.: We have
-previously rejected customer growth-:as a-factor: in forecasting:A&G
expenses. ‘We must also.reject DRA’s: reduction for employee-xelated
expenses. -DRA cited previous Commission decisions which'excluded
charitable contributions and expenses: fox 'a PG&E.employee.:
organization. Edison argued that the PG&E organization was .
dedicated to charitable, educational,. and social activities, and
that-Edison’s Account 926.2 request. does notinclude’ expenses of
the types previously disallowed: ' We are concerned: that: Edison’s
requested'expensesvmight»include“unreasonable“employee—related”’
‘expenses, but DRA’s showing in'this area is conclusory .and.pooxrly
supported by the -record:evidence. ~ .*7 [T wmo v nooooh gl
.2 Retj nt nefit R IR
"L pdison based its requested retirement expenses on the
recommendations. of Foster ‘Higgins, -an ‘actuarial’ consulting .firm.
Edison requested test year retirement expenses. of. $53.836:million
(in*1992fdollars),fafte:iéoncedingha.$184,000dejnstmennxxer;z;
recommended- by DRA relating to: the' ERISA/IRC method foxvcalculating
pension costs.  With that concession, there is nolremaining:-dispute

- . N . . .
. —_— ey e L
ro Pk et R T AR
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over the propriety of the ERISA/IRC method. " Itishould be’continued
in the’ future. - DRA has no 'further. disputes ‘with:Edison over
Cretirement  CoOStS. o e o Ul mrdoy el oy TEEND g e LT
FEA recommended” that,deson'e test year retirement.costs

be“reduced~by-$2.250 million, -$1.865-million in.expensescands.. |
$0.655 million fox. the 26% capitalized share. -FEA"cited four:
reasons for- the' reduction:: (1) use of 5.94% as' the appropriate:
*normal’ cost rate, " based on a- downward: trend. of recorded:data from
1986 through 1990, (2) reduction in :the number’ of: employees;-based
on recent recorded data, (3) an inflation error, and NS

(4) unnecessary expenses for unfunded executive retirement plans.
Edison first responded that the normal cost rate. trend willonot:
continue. Edison based its expense request on-a rate of:6.14%, and
an actuarial study introduced on rebuttal forecasted a:6.35% rate
in '1991. Second, employee numbers will rise to forecast levels-as
vacancies held open in anticipation of the Edison-SDG&E merger are
£illed.  Third, the inflation error 'is moot now that Edison has
conceded a similar recommendation by DRA..  Fourth, Edison has. . :
offered to further justify its executive retirement. expenses to FEA
under a suitable confidentiality agreement. = . .0 vIiun o

- We' will accept Edison’s use of 6.14% for the mnormal. cost

rate. That 1988 rate is the lowest recorded rate in:recent- years,
and Edison‘’s rebuttal evidence .successfully refutes use. of. a data
trend in this instance. We will'-also accept Edison’s’explanation
for recent reductions in the number of employees. .Edison® assumes
zero- growth 'in employees from~198% to 1992. We reject FEA's
claimed inflation error because .it.is inadequately: explained. :We
adopt FEA’s recommendation regarding executive retirement: costs:
Edison has not justified its claimed .connection between executive
retirement and laboxr costs. Edison’s suggestion that executives
are exempt from routine discovery requests.further convinces: us:
that Edison has not met its burden of proof. ST e
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~ o -Bdison- seeks-$21. 673 millmonw(xn 1992 dollars) £or~;ts
SSP, based on 1988 recorded expenses plus customex.growth.and-labor
.dnflation. _DRA-Dbelieves that 1988 expenses should be: escalated for
laboxr inflation and employee:growth,-rathex than: customer.growth.
Because Edison’s employee growth: rate is:zero, DRA recommended'a
reduction of $1.818 million from Edison’s request..: FEA:also .. ..
recommended rejecting escalation. for customer growth, and: further
recommended a $2.235 million reduction for reduced employee .
nunbers. S S e S L S e R
. -We_ have prev;ously dealt w;th customer growth-and k
employee nunmbers. We will adopt test: year. expenses for the SSP-
based on a 1988 base year.and adopted labor escalation rates.-  We
deny FEA’s adjustment for employee numbers. We will not.find that
-SSP costs should be tied to numbers .0f employees, as DRA suggests,
because the finding is unnecessary. o I JET R P )
- We'note.that Edison- reports dts SSP expenses'as "othexr"
costs in Account 526.2, a term generally applied to expenses. that .
- are not subject to labor oxr nonlaboxr escalation.  -Nonetheless, we
will authorize laboxr escalation for the test year because. of . the
obvious connection between the SSP. and overall labor.costs. Edison
. contributions to the SSP are based on: percentages of employee: -
salaries. Use of the "other" accounting category -precludes.
attrition year increases foxr. the SSP... ... oL Lo el i o
s Edison requested recovery*of S7 795 mlllxon (1n~1992
dollaxrs) for disability, xehabilitation;, -and wage .continuation -
benefits. - The amount was derived by William- M. Mercer,..an employee
- benefits consulting firm, -using Edison employee demographic..data
and. Edison forecasts. of labor escalation. - DRA!.did not dispute -
Edison’s request. FEA recommended.a: $37,000 xreduction based .on,
employee numbers. ..o 0 e R A T B ORI RN PRt s
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... Onceragain, we deny' FEA’s.recommendation:because.Edison
has justified its: employee f;gures. sWerwill adoptvEdison s
request.l-, - O e DLW W e DS SRR R S R E A AT T
-8. Life Insurance . . .. ~cuooeanocw o L SO UNRN wonl Ll
oo LEdisonsrequested, $4.372 million(in 1992 dollars) for its
various—util;ty-paid life insurance plans,.based-on projected:labor
escalation; insurance premium rates, and.claims: information”from
insurance-. companies. . In.1989 Edison’ increased:its minimum:life-
insurance coverage from $5000 to-$10,000.: -In 1992 Edisonvplans:to
raise the minimum coverage to-the highexr-of $10,000 or -one-half of
the employee’s annual salary. -Employee elections-under. SCEflex can
increase life insurance coverage. .. .1. .. . A RN
DRA recommended a disallowance of: $815, 000,abased on.use
of a five-year average of life insurance’'costs: xather than the
consultant’s study. . In support of:the reduction, DRA"cited’ °
Edison’s favorable claims experience -and decreasing premium:Costs.
DRA argued that:” (1) although:$10,000: in coverage:is. necessary;
the furthexr increase to one-half.of~annual salary: is.not:justified,
(2) the increased coverage is not-the result of’'union-negotiations,
and (3) averaging is reasonable for:data that vary widely from year
to year. ©Edison rxeplied that the:increased coverage:compares well
with  other California energy-utilities:; DRA’s.analysis’is:flawed
because it ignores implemented coverage-changes, and the:five-year
average that DRA relied upon is:only for ' one element:of-Edison’s
extensive life insurance program... Edison believes.the, status;of
union negotiations is irrelevant to life insurance expenses.. ...
' We will deny DRA’s. recommended disallowance.; Edison’s
expanded. life. insurance coverage is-consistent: with’coverage by
other Califormia-utilities, and' DRA’s:testimony inadequately: . .
supported its claim that: a: five-year: average ;shsuperior Lo Loy
Edison’s moxe comprehensive analysis. ... oo L
DRA and FEA  both recommended.a. $30,000 adjustment to -

. exclude portions: of: travel.accident:insurance dedmcatedrtovpleasure
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~travel by Edison.managers.::Edison’s:justification is’ that managers .
are on'call even:.when they-are:not-working..:This: insurance:
coverage is unnecessary, and we will exclude it. The $30,000-is
split into $22,000 of expense and $8,000 capitalized... & v.z./

: FEA also recommended a' $233,000:. insurance. cost reduction

. for executive estate.and tax planning, a:program-which:Edison-began
in 1950. ' FEA argued-that this is. an unnecessary expense.for. an
executive perquisite.. The. program has. no direct benefits-for .-
"ratepayers. and.has been. disallowed byvother-statevregulatory4,~
commissions. Edison did not respond to FEA’s testimony .or .. ...

- argqument. - We agree. with FEA and .will- reduce authorized costs by
$233, 000, split into $172,000 of- expenses and $61,000 cap;talmzed.

. ‘Account 927 - anchis T
.Edison. and DRA have agreed on:a franch;se‘fee rate of

0.7877%, which is applied to the utility’s overall revenue’
requirement. in: order to forecast. franchise fees. paid- to-the~many
communities.in Edison’s service. territory. 'No party~has objected
to the stipulated rate, and we:will. adopt it. : g ~

Edison orxiginally requested $2. 950 m;ll;on in regulatory
expenses, .based . on a three-year . .average of recorded expenses: from
1986 to 1988, without escalation for customer growth. .Before the
filing.of DRA’s testimony, Edison agreed to a $3000- reduction, due
to accounting errors. - DRA then recommended an: additional -$277,000
reduction, using 1988 as.a base.year instead:of the. three-year. .
average . fox- the: power supply function within Account: 928.~ DRA-
believes that 1986.and. 1987 powexr supply expenses were unusually
high due:to:hydroelectric: plant relicensing. proceedings.. Prior. to
hearings, . Edison conceded to DRA’s.reduction, bringing Edison’s:
request for Account 928 down to $2.670 million... = .- = iTvoccun

TURN recommended a reduction. of. $177,000 from the. 1988
recorded expenses, to mitigate a:14.8% increase in legal costs that

yeax: “TURN claims that. Edison-has:mot’ justified:this:.increase,.and
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-~ calculates . the.reduction by the:same: technique used for ‘corporate

conmmunications 'in Account '920. -We :agree-that:the- increased;legal
costs are inadequately justified, especially since the. number. of
regulatory proceedings was unusually:low in 1988. . However,.  TURN’sS
test year reduction must be modified to reflect use of a three-year
base period for Account 928-~-rather than the single year for
Account 920--and to incorporate:.a reasonableness: threshold: of 7.3%
above previous expenses, as‘waSuusedﬂfor=Account-920&.‘Thewadopted
test year expense reduction is $15, 000 IRETI

‘ Edison requested $820,000 fox general advert;sxng
expenses, excluding financial and.DSM.advert;aang..‘Fromwthxs
amount, DRA recommended reductions of $621,000: (1) $248,000 for

- video tapes, brochures, films, and other matexials for in-house.

use; .(2)- $284,000 for exhibits and displays for general company:

- use; .and (3) approximately $89,000.to. exclude Edison’s escalation

for customer growth. . L Lm0 o mone Snbhosssnned

We have already den;ed all A&G expenses tied to:customer
growth. DRA argues- that:the tapes,.;exhibits, ‘and.other visual aids
are not allowable advertising under the restrictions. of D.86794,29
and Edison’s advertising . costs per -customer .are: higher::than: costs
for other Califormia utilities. Edison replied- that the disputed
advertising costs are for .general company use and contain--customer
service and. safety-related information. -J o

Account 930.1 records utility expenses for. mnstxtutxonal

.and‘general,advertmsxng..«Allowablegexpenses.were=expllc1t;y ‘set

forth in D.867%4: <financial advertising, safety messages,
essential customer service information, and.-conservation. -
advertising. Edison’s testimony on Account 930-.1 activities .-
stresses. customer booklets and brochures, customer sexvices,: ..

29 81 Cal. PUC 49, 79 (1976).
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customer bill: inserts, and customer media communications....:We will
reduce 1988 recorded expenses by the '$248,000 for in-houser.. . =
materials, because Edison has: not shown that:. the:materials are::
safety-related oxr are. intended.to:reach customers and-are essential
under. the D.86794 restxrictions. . . Lo noemy S0l

. The $284,000 for exhibits- and‘dlsplays is more-difficult
to assess. Edison’s' “general company use™ description allows. for
the possibility of customer services (e.g., brochures-.and office
displays), but the safety function is uncertain.. Edison argues
that some of the materials are safety-related, but:Edison’s . - -
director of advertising told DRA .witness Hy Min that . no safety-
related messages were included in Account 930.1.. Based on:our
uncertainty that all materials for general company use will .xeach
customers, and that safety-related expenses - are.included.in Account
930.1, we will reduce the 1988 recorded expenses by one-fourth, or
'$71,000. This results .in a test year reduction of the same amount,
because Edison used 1988 as a s;ngle base year'for Account::930.1

Edison requested $58.922 million in test year expenses
for Account 930.2, plus labox and nonlabor escalation. : Edison used
various estimation methods to. determine individual .cost elements,

- reflecting the diverse utility functions covered by the raccount.
The functions include recovery of abandoned projects; RD&D; -dues
and: memberships; contributions; bank fees; .trustee .activities;
employee publications; directors’ fees and expenses; and others.
~In its original testimony, DRA recommended a reduction of
$1.017 million in Account 930.2: expenses, to reinstate .a .credit
that Edison had removed relating to.non-utility chaxges.: . Edison
pointed: out that the same charges  are now credited to Edison’s ERAM
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"~ account, iin compliance with D.88- 01—063.30 DRA then withdrew its
expense. reduction and .agreed to continuation of: ERAM credits: fox
“these non~utility chaxges.. . -« wo oo 0 o DETUNE Lngrme ons
‘7 r. . Table 4 below lists the-expense reductrons recommended by
DRA, FEA, and - TURN. =~ . o0 s ow ol sml men o

¢ 'TABLE 4 . .- L '

. (Thousands ‘of 1988 Dollaxs). .. .

3,655
'“‘183
' "(20) -
. l 730
3 231
21937
.. 337
‘+-'. §7§4
$18,976
. X “...46
62
sToi0s4

_sls:ge D

RD&D, R

. Custonmex- energy'technology
Customer aix qualxty

“Customer growth ¢ . TiIvT
.-Cost -Containment .

BiCEP, dbandonment

. Minor ‘abandoned projects"

Adreraft expenses .,

N,wDues and donnt;ons
“Directors’ pensions’

Subtotal, by :DRA ..«

#'“EETdues; by FEA JUUIRTE 0

NMRC dues, by .TURN.:
TQTAL Cpeen

e o
[ R LA

Dmsputed RD&D costs are considered elsewhere in this'decision.” We
accept’ DRA’ s adjustment “fox customer growth ‘consistent ‘with oux

adopted treatment of - other A&G expenses.
d;scussed Below. - S

Abandon"

The remaln;ng 1ssues -are

gy R T
A ¢ et e e i.. _'

.. -
ol

Edlson requested $4 961 million in Account-930.2 expenses
for recovery of the cap;tal costs of abandoned projects““dzvmded

Ce A
e

e

30 27 Cal. PUC 2d 347 (1988).
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into $1.730 million for the -Big Creek Expansion Project (BLiCEP). and .
'$3.231 million for minor :projects. DRA oOpposed rate recovery of '
the entire $4.961 million, on the grounds-that:.the Commission. does

not permit recovery of plant costs from ratepayers.unless the plant

is used and useful, except in periods of great. uncertainty. ...
Accoxding to DRA, Edison’s projects do not qualify for the

exception. Edison claims there is evidence to support the

uncertainty surrounding the BiCEP project, and recovery of small

project costs is consistent with Commission precedeagrset in

previous GRCs.
""" - “Bdison intended that the BLCEP-project ‘would- expand the
" Big Creek.Hydroelectrxc Project by construction of ‘new’dams and
resexvoirs, and. by addition of five. turbrne-generators at existing
powerhouses.‘ "The project began in 1985 and was: cancelled in
October 1988, before Edison.applied for a Certrficate of Public¢
Convenience and Necess;ty (CPCN) BrCEP project: recorded costs in
Edison’s cap;tal ‘project. accounts total 8§5.191 mrllxon, of which
96.8% was incurred in 1985, 1986, and.1987. Most of the costs were .
for pxoject engineering and env;ronmental woxk. -None were for
physical plant. - s o
Edison cites three reasons. for the project cancellatzon,
all related to the availability of lower cost alternatives to the
. BiCEP project: - (1) a change in assumptions by the. CEC regarding
the deferrability of spot. purchases of capacity from other i,‘m
- utilities, (2) increased available. capacrty from QFs, and jwﬁlﬁ
(3) increased capacity acquisitions by Edison’ S resale cxtaes
customers. Edison now seeks to recover the costs by amortlzataon
of the $5.191 million over 3 years,. w;thout carryrng costs or
allowance -for  funds used duxing. construct;on (AFUDC) . heM
$3.231 million for minor projects is the five-year average of
recorded abandonments from 1984 through 1988.
The general rule for abandoned projects is well settled.
Utilities cannot recover the costs of plant that is not used and

Ly e e
SN . \ e

P

v




A.90-12-018 et al. ALJY/J../vdl * ..

useful. - The.issue in this: GRC:is whether;or not Edison’siprojects

-~ qualify- for the exceptions previously. announced:by the:Commission.

In D,83—12-06831;theuCommission.nuthorizedAPG&E»thamortizem;;uaw
$60.8 million in costs for. 26 abandoned: projects.. The:compelling
facts in that application were: .- (l) the period-during:which many
of the projects began was one of dramatic and unanticipated change,

- and- (2) the financial  impacts of the -abandonments:on.PG&E were

substantial. In D384—05—10032,the Commission allowed partial.
recovery of a 1973 PG&E project because it occurred in. a: “period of
dramatic and unanticipated change..... -The period was characterized
by great uncertainty in the energy industry, both as to. demand -
growth and availability of supply.” .In D.89~12~057 the Commission
denied recovery of the costs of anothexr PG&E project.because:the
utility had not satisfied its burden of proof.q? T el

"PG&E has not shown (1) that the project ran its:

course during a period of unusual and .

protracted uncertainty, (2) that the- projcct

was reasonable throughout the. project’s.

duration in light of both the relative

uncertainties that then existed and of the

alternatives for meeting the service needs of

the customers, (3) when the projects were

cancelled, and (4) that they were cancelled

promptly when the conditions warranted.” . .

For the BiCEP project, Edisonlfails?sevérél'offthese’"'
standards. Edison has not shown that the BiCEP project’ ran ;ts
course during a period of" unusual” and protracted uncertalnty.-
Although Bdison did not accurately forecast- ‘the arrival-of QF f'"
capacity and the departure of resale demand, thexe is no" evidence

that the- years 1985 through 1987 were times of" ‘unusual ‘uncertainty.

31 In A.82-12-48; 14 Cal. PUC 2d 15, 50-52 (1983).
32 15 Cal. PUC 2d 123, 125 (1984).
33  34-Cal. PUC. 2d. 199, 269 (1989)+.1 .
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- Also, Edison did not cancel the project: promptly.: - According  to:-
Edison witness Ronald Maurel,: Edison knew in:'May' 1987 ‘that! QFs: were
coming at a faster than“anricipated“rate,AbutnEdiébanidbnothancel
the. project until 17 months later.. Finally, the magnitudeﬂof"'
deson s request does not support grantzng an’ exceptmon for the

Concernlng the aggregated minor: projects,. DRAfargued that
it is:;mposszble for Edison to meet the standards of D.89=12~057"
because reliance on historical data precludes identification of -
specific projects. We agree with DRA, and we reject Edison’s’ .
argument about Commission precedent.  Recovery of minor. project
costs may have been granted‘in”priorGRCs,B4 but those approvals:
are not discussed in the relevant decisions and: may not: have:been
contested by the parties. 0 1 LT IS L0 DT gL VLT

.8.13.2 - aft nes .. Swo Ll Do nee RN

In this GRC,’ Edrson orrgrnally requested A&G expenses for
two corporate jet axrcraft, a Cessna~cltatxon and” a Lockheed Jet
Star. DRA auditors recommended exclud;ng from.Accounr 930.2 the
expenses for both a;rcraft, ‘and” 1n ‘the course of- hearzngs Edison
withdrew its expense request for the Jet Star." DRA.st;ll
recommends a reduction of $193,000" in expenses for.theacltation,
arguing that commercial air travel would be more cost-effective
than operation of the jet.. Accord;nggtogDRA,.the Citation. averaged
only 2.7 passengers pex flight during.DRA‘'s review pexiod, flew
most frequently to cities. WLth adequate commercial air. service, was
only once used to respond to an emergency, and was. cons;stenrly
_more expensive than charter aircraft-rates. DRA.also cited,

e
. :.I'J ‘. .

34 D.87-12-066 and D.84-12-068;“Edison’s:two-previous GRCs. .
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D. 88=08h061;35 in-which the Commission denied:executive rjet- .zz..
expenses -for -General Telephone Company:of Californfa. ..:mwvna...

- "Although we are concexrned: that Edison: should»manage its
travel expenses effectively, we will not.adopt DRA’S expense.
reduction. There is no evidence that Edison is using the:Citation
as an . executive perquisite, and comparison of . Citation.costs ..
against commercial and charter aircraft costs obscures the value: of
convenience and time saved for Edison’s managers. . Edison-has. -
conceded the costs .of one “jet aircraft: . . Allowing-the-Citation -
COSts in rates seems reasonable from the: record evidence. ool

In its testimony, “DRA recommended & $724 000 .expense-:.
reduction for dues, fees, and.contributions: to-organizations.-which
provide no quantifiable benefits to ratepayers.: During hearings.
Edison withdxew $387,000 of its request; -leaving $337,000.at issue.
FEA contested an .additional $46,000.in dues to the Edison Electric
Institute (EEI), arguing that Edison‘’s deduction of 14:01% of EEI
dues attributable to political. advocacy.is too low..:.Then~« . = .-
appropriate figure should:be 20:51%,.excluding legislative.policy

-research, institutional publications, and litigation costs.:.. TURN

recommended a $62,000 reduction for: Edison’s: membership in the
Nuclear Management and"ResourceﬂCouncilv(NMRC);-whicthURN::,;
characterized as an advocate for nuclear power.. The:

"~ recommendations by the three:parties do:not: duplmcate one: another.

Edisoncresponded-that DRA’s analysis is limited-and -,
arbitrary, and the disputed dues were allowed in previous:GRCS.-:
Edison replied to TURN. by'argquing that.the purpose.ofthe NMRC is

'not to’ promote . nuclear power, but to-inform: members:-"on matters:
“pertinent to nuclear power: and nuclear: energy-development." . o

. R . e - ¢
L LANIRILNITIY WL L LT

35 29 cal. PUC 2d 63, 77 (1988).
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According to Edison, this information is ofyvitax.iﬁte:estgtoe,v
ratepayers. . Edison did not respond. to FEA’s ,allegation. . -

" We :deny DRA‘sS expense. adjustment. Edison’s.claimed
precedent .is weak, because.the facts in previous GRCs - may not:match
the facts :in this GRC, but we agree that DRA’s showing .is ... .~
conclusory, unsupported by the necessary facts.  We 'agree in part
with FEA. For ratemaking purposes we-will increase the disallowed
fraction of .EEI .dues from: 14.01% to.19.45%, to exclude-legislative
policy research. . The adopted:xeduction is $35,000. We will-also
adopt TURN"s reduction:of $62,000 for..the NMRC. We reject Edison’s
conclusion that the NMRC's purpose excludes. advocacy.: The:NMRC may
say-that it only provides information, but the.evidence in this
‘proceeding. does not overcome.our: suspxcxon that the-NMRC-does .,
encourage rmucleaxr .power. ..t oL Lo S0l lrminn gn an e
- 5. g 13.4 Dirvectoxs’” Pensions~ ~ ..o . o L0 TV ween o D man

© . . DRA recommended reduc;ng Account 930 2 -expenses; by
‘$878;000.for pens;on.costsufor‘outsxdedmembersuof¢SCEcorp;s;Board
of Directors, and for directors!’/ .fees fox time spent“on~holding;
“company ‘matters. DRA argued.that directors are more like-:-c:u.:::
consultants than employees and.should not receive . pension: benefmts.
Edison responded: to-:DRA’s recommendation by :presenting
rebuttal testimony and- by lengthy argument: in its .opening-and-xreply
briefs. Edison c¢laimed that DRA has no:standard for the . . .. -.--
. ‘reasonableness of directors’ pensions,:and that-directors’. pensions
are recoverable because they are commonly used- by..other large
corporatz.ons. - w A A R R T L A
L . We will accept DRA's recommendat;on. In oux: judgment,
Edison’s evidence that large:corporations commonly:award-pensions
to directoxrs does not:demonstrate that the pensions are.necessary.
Outside directors work only part-time on SCEcorp’s board, and only
part of that effort is devoted to Edison. If the directors were
regular employees of Edison they would not be eligible for

R
W 8 \
[V AP
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pensions, and Edison has not proven*the-need for' thepension ..~
C@XPeNnsSe. Lt il unwe. w0 sl Toenn o L oank
.14 ~ Qthe: - Accoun LTLULT LD AT LASN LA el
: -Account 929 covers .creditsor charges fox duplication of
charges within utility operations. ' :No :charges-of any consequence
have . been booked:to 'this account :since1982, -and. Edison forecasts
none: for the test yeaxr. @ = . ol T utelwe ST bnn cihimaloio
: “Account 931 includes.rents. for offices.and communications
equipment,space. Edison ‘estimated:test year expenses by .. . -
examination of facility needs . and anticipated.lease costs. : ' . .-
* Bdison’s requested .increase.for rents.is :13.0% over xrecoxded -1988
- costs, slightly less than the.adopted nonlabox escalation.rate.
Rental expenses at Ontario and Chino airports will be xeduced, .as
discussed in Chaptex 6 herein. -. » . . ool o sl o
:Account 935 .covers maintenance:of general plant oy
including maintenance of communications equipment and“certamnu«:
accruals  for uncollectibles and-propexty-damage. . Edison’s-basis
for test year labor and nonlabor costs:is. 1988-recorded.data, -« :
escalated for customer growth.. DRA opposed the -customer growth
escalation, and we will exclude- . it. Edison’s request fox . "other"
costs is based on-five-year averages and is undisputed:s .o o -
5.9. gaxes e S L S S U S S N S OV
o -zThere are no- mechodologxcal dzsputes among- mhe_part;es
regard;ngﬁcalculatzon of income-taxes. . ‘Dollar.-differences.in. . -
income tax expense, payroll tax, and Superfund .tax: are dxiven by
disputed levels ¢of labor expenses, plant in service,:revenues,-etc.
Both Edison and:DRA: recommend:the-use of. the CACD’s revenue
requirement.spreadsheet model to:calculate adopted income-taxes,
after certair updating. fox. xecent tax law changes,and:Commission
decisions. . v - or o L us n oLl L0 s e n o
- . Two-disputes remain," regardlng Edison/s- payment o£~uw
Arizona property taxes;for_ats;ownershxpwshareaofﬁthennaloEVerdq
nuclear: pla.nt., . et e L QIO S ST B
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Edison is a co-plaxnt;ff in two lawsuxts aga;nst~Marxcopa
County, Axrizona concern;ng claimed overassessments. ofrpropexty:.:
- taxes... Bl : V. . ‘seeks. judgment
against the county for illegally calculating.the 1987 primary .-
property tax rate and ‘levy limitation-under Arizona .law.: -The-:. -
plaznt;ffs are the owners of the Palo Verde:plant..: Anothexr matter,

: : ' - : ."seeks judgment

against the county for levying an additional ‘tax.too narrowly, . -
specifically against mines and utilities. If Edison and-its . -
co-plaintiffs are successful innthe latter lawsuit,.then.the: amount
of property taxes Edison has projected for 1992 'would-be reduced by
$9.488 million. - E ¥

Edison cla;med that the outcome of é;;____;{gkl;g;ﬁg;g;gg
Company ve. Maricopa_ County is. speculative, and:the:Commission
should -include in Edison’s 1992 revenue requirement.the Arizona .
property taxes at the existing statutory rate...Edison .stated:that
for ratemaking purposes, Edison’s estimate-is~the best estimate
available. DRA recommended that Edison: establish:a-memorandum. -
account “‘to track the dollar impact. of Edison’s dispute with. ...
Maricopa County in- the.event :the Commission: later orders:a xrefund.
DRA would allow the existing tax obligation in rates,: but: subject
to refund pending the outcome: of the: lawsuit. -FEA xecommended that
the Commission exclude the. disputed:taxes: fromrrates, and.ordex:
Edison to book the costs as deferxed debits. in Account: 186, pending
eventual ratemaking treatment. = 'l U o e vl e s

-Although’ Edison’s property tax calculation may.be the:
best estimate available,  it.is: too uncertain to-.be-reasonable-. -
Future test-year ratemaking is effective:only when reasonable:::
expenses can be forecast, and the outcome of the lawsuit~is too:
speculative for a'reasonable forecast. We: will:adopt'DRA’s
position and order a- memorandum-account:tortrxack-all.-disputed:- :
Arizona property taxes, effective January 1, 1992. -After:the- .:




- provided-two legal opinions®
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lawsuit: is: finally resolved,: Edison.should.seek disposition.of- the
- memorandum-account by adwvice £iling.,  Xf.Edison:should:prevail-in

the lawsuit, any-property'tax refunds  should: be-returned:to: .-
ratepayers. Co e S S I PR T SR
ol ‘ AR
In its testimony, FEA raised an issue concerning Axizona
Revised Statute Section 42-144.02 (Section 42). This:statute .
allows original plant in service to be reduced in value when a. -
state or federal governmental oxder prohibits total -oxr; partial use
of utility property for periods in excess of 6.months... FEA . .
contended that this statute:applies to the Palo Verde. outages
duxring 1989 ‘and 1990, and the owners. of: Palo Verde»should: pursue
recovery of improperly assessed property taxes.. B Edison testified
that it reviewed . the issue-with its own property tax experts and
concluded that pursuing a reduction in: value would be fruitless.
The pertinent language of Section 42 xeads:s - ;. =

“The original plant in sexvice .cost shall. be:
reduced by the reduction in value caused by a

' state or federal governmental order prohlbxt;ng
total or partial physical use of utility . 36
propexty for periods in excess of six months. ‘

Edison has included in its testimony a letter from: the Armzona .
Department of -Revenue, in which the agency staff: concluded: that. the
Palo Verde outages do not meet the critexia in Sectiom 42.. -
Accoxrding to the agency, the NRC actions' which:-induced.the outages
axe Confirmatory Action Letters. (CALs) -and are: viewed:as' . . =
confirmations of.voluntary actions, not oxdexrs. Edison also @ .

37 ‘which ;agree: with the Arizona.. . .-

Department of Revenue. The distinction seems: to: turn: on.-specific

[

T

36 Exhibit 59.

37 Reference item H.
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language:- in NRC: requlations: whichimnote.that,- "if .a  licensee:r fails
to.meet-its. CAL.commitments,. the NRC may. issue :an:ordex: to-:eguxre
the licensee to perform the actions:committed: to in the CAL.
An order making the CAL enforceable is missing. CLI LT

FEA argues that 'these opinions hinge on whether the Palo
Verde outages were voluntary: or. caused by a government ordex.
According to FEA, Edison and its partners have-been lax in not -
pursuing available tax relief. Edison should=havewpursuedmthis
issue’ further, either with the Arizona tax authorities ox by -
seeking the necessary formal orders: from the NRC.: . .- .. . . . :

Edison’s rates for portions.of the Palo Verde*outages are
. now gsubject to refund, and Phase-3 of this proceeding is already
set up to investigate the outages.:'  We defer consideration-of FEA’s
issue to Phase 3, on the record developed .in Phase. l-or on an. :
amended record as may be oxrdered by the assigned. ALJ in-Phase- 3.

. nformation ices . IR IR 8

In addition to its analys;s of each.A&GBaccount, DRA
reviewed desonfs 1n£ormatlon serv;ces budget for the test year.
For 1992 deson.requested approval of $49 2 m;ll;on in expenses and
$10.1 million in capitalized’ software. Edisonalso requested
approval. for the 1992 capitalization of about $22 million in 1980
and 1991 software costs which exceeded Edison’s authorized-expense
levels for:those two years. : Edison began capitalizing software in
© 1990. DRA>opposed‘capitalization!of:softwaré-costs,mand;xtgw-;
recommended that the Commission adopt a test year expense level of
$49.2 million. According to DRA, the requested $10.1 million in
capital costs will be offset by at least that much in benefits.due
tddincreasedsproductivityr~spread.throuéhout“Edisonfstﬁ&Gr:ngﬂ
functions.

38 10 CFR Paxt 2, App. C, Section V.H.
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S .Several issues present. themselves. -First,.should.Edison
be allowed to. capitalize its.1990 and 1991 expenses?: Edison has
axgued that the requested capitalization' is not double-counting:
because recorded expenses exceeded authorized- levels, and FERC- .
rules, allow fox- capitalization of software. We disagree. -This .
change in accounting treatment for prior software expenses:could
constitute retroactive ratemaking, unfairly increasing-ratepayer
liability in futuxe years to- make up fox Edison’s inability-or. -
unwillingness to control expenditures in. 1990 and 1991.. We must be
cautious before allowing Edison to make a seqond,a;temth&tg,,ﬁ;
recovery of. expenses that were already adopted on a future.test,
year basis. We are concerned that this treatment would be unfair
to. ratepayers because they have no opportunity to reduce rate base
in expense areas where Edison spent less than. authorized,-and .-
Edison would lose the. incentive-to control: its test yeaxr costs, an
important feature of forecast test year- ratemaking. -XIf Edison did

purposes, those capitalized. amounts should be excluded from plant

in sexvice data for ratemaking purposes upon the effective date of

this orxder. . - ) o I ' TN T S P
Second, should~Edison-be=allowedutorcapitdlizeyany.u;y

software costs, incurrxed in 19922 - Edison’s arguments-centex on

changing business conditions, apparent- approval by the,.FERC, and
acceptance.of-the‘practice‘withinnthe‘utility-industry9:,$hewEERC
has not adopted regulations on capitalization of software, . but a
1977 memorandum from the FERC AuditS«Division,apparenikx»allowsﬁthe
practice for "major new software involving relatively -laxge.
expenditures for which benefits will- be realized over several
years_”sg. This. authority for capitalization may apply.to. Edison,
depending on whether or not Edison’s actual expenses in 1992 will

39 Exhibit 232, paragraph II.
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' befor major. new software, but’ Edison'has not supported the need
for capitalization. ' 'Recitation of. changing business conditions- is
not enough. Edison relies-on' survey-data’ to support capitalization
as an industry practice~-29 of 5l -survey respondents:capitalize:
applications software--but: that very survey questions the: reasoning
behind capitalization. As the survey report states, A majoxr: i
omission of this questionnaire is why companies do- oxr donot:
capitalize3"4° " BEdison claims that-capitalization is:better for.
ratepayers due to improved intertemporal ‘equity, but the'price is
income taxes paid by ratepayers. ' Capitalization of: A&G costs may
also distort true capital costs of construction projects;. if A&G
expenses eligible for construction overheads through Account: 922
would be reduced. In’sum, Edison has mot shown' that capitalization
of software: costs will benefit ratepayers. Therefore ‘we will not
adopt-capitalization treatment at- this time. Sl T
This case has raised the question of whether ratepayers
are better served to capitalize or'-expense information services. We
note that the FERC has not promulgated guidelines fox’ e
capitalization instead of expense treatment, and believe that -
established guidelines would be useful for this Commission  and -for
the utility’s ratepayers. In considering the nature of expenses,
it would appear that software programs which 'are written and then
replaced within a 3 year timeframe would most properly- be!expense
items while software whose useful life exceeds 3. to5 years may
potentially be a depreciable asset.” -The xecord: in this case for
capitalization remainse too-unclear to author;ze capmtal treatment
of software at this time. = > . UIwWIll S N TR SR
Edison may file therefore a'more ‘complete reportband
'descr;ptxon of thelr preference to capltal;ze-thezr software;withxn

RN .f‘ EE

40 Exhibit 233, page 3.
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120 -days-of the effective date of this . orxder...Edisonoshould.sexve
all parties.to this case with:theix report, if.they:so filel:
Parties touthe case may file responses to Edison’s weport,yvif
Edison ‘chooses to so file,  within:120: days of Edison’s filingcat
the.Commission. We.reserve the latitude to revise our.rules on:
capitalization of these softwaxe projects for: ratemak;ngapurposes
at that time, and to promulgate succinct guidelines.. = oo L

Third, should the Commission impute.productivity benefzts
for Edison’s. increased expenses? .The answer is-yes,.but not:in the
way that. DRA recommends. Edison’s’information:services:expenses
are growing at-a rate that outstrips. recent growth .of :Edison’s.
sales,.customers, or A&G budgets.  This growth 'in .excess.of growth
in corporate output suggests that:an inherent goal’of information
services is-increased productivity.: The benefits flow to. .other .
utility departments. By themselves, rapidly growing. information
services are not necessary for: the. dellvery of electr;cxty, but .
they can improve utility efficiency. = S e :

. Information services expenses'increase product;v;ty, but
DRA’s $10 million cost offset would unfairly double count: ...~
productivity gains, duplicating the Cost Containment achievements
that we have previously assigned Ln.part to ratepayers..uWevwill
deny DRA’s request. S : : SRR T S I
: .~Finally, what is a reasonable -expense- level foxnz. o
information services? Edison’s requested $59.3 million exceeds-
1988 recorded costs by. 42.5% in real.dollars.. . Even. without the
capital projects, the real expense increase-is 18.3% above:1988.
expenditures. We accept that information services are-.useful,.but
we are concerned about Edison’s: budgeting process. . During DRA’S
review Edison could only: offer preliminary information on the
requested capital projects, because project identification.occurs
only late in the year prior to the budget year, after approval of
the budgeted amounts. Edison'’s rebuttal testimony on software
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capital:projects substantially amended the-informationcrxeliediupon .

by DRA.in preparation of-its testimony.  Edison’s budget:committee
approves budgets based on historical.trends.4}u,AJthough the:rapid
growth of information technology: generally suppoxts approval. of:
Edison’s .expenses, it is impossible to justify the-$10.l.million
when the-capital projects are: not identified in. time tovassess:-
costs and benefits. We will not reduce .test year .expenses by -
$10.1 million, as DRA recommended. . Instead, we will authorize 1992
‘expenses equal to recorded 1990 expemses, in real.dollars.:: Edison
testified. that expenses in 1991 will be unusually . large, making.
1990 'a reasonable base year. ~De-escalating 1990  expenses.:back- to
1988 dollars, authorized test year expenses are $54.693.million,
which is $4.607 million less than requested by Edison.::These -
amounts should be expensed, not capitalized. For: ratemaking.~
purposes, we will prorate the reduction over. the nonlaboxr. portions
of A&G Accounts 921, 922, 923,-and“924;n. : o
. stome:; ice and tional 8 ;

" The FERC Unlform.System of Accounts sets. as;de
Accounts 907 through 910 for this function. Expenses: are, incurxred
in developing, implementing, and monitoring enexgy management .
programs.. Edison’s DSM programs. are discussed in- Chaptex:ll.. The
adopted DSM expenses are $140.860 million, excluding:capital costs
and shareholder xncent;ves, which will be awarded in.ensuing years.
6. _Rate Base " B B T TV R TR 1 R A s S

" Bdison and DRA’ d;spute several issues- regardxng plant in
service - and othe: elements: of rate base. : = L e

In- forecasting 1992.plant in service). Edison:used:.
recorded: data’ through the" end of . the th;rd\quarter of 1990.' DRA
) - VI BTN BN T "',__ LT }._ e v‘.lw '\_( ‘.CTO

41 Tr. 51:5083-5084.
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was. able. to. .use recorded data through:the.end ofr 1950, which’ shows
end~of-year plant -in-sexrvice $162.649 million :lower: than Edison’s
estimate-urDRA"recommended,usingwtherlaterrinformationjtomforecast
1992 plant. - : N R B eI ) ‘

Edison opposed DRA’S: reductlon, .arguing- that:-.. (1) DRA:
should use Edison’s cutoff date, because: constant updating "creates
havoc* in the ratemaking process, .(2) DRA’s minor plant.decreases
are offset by other, unidentified plant increases, (3). decreases- in
recorded plant may be offset by increases. in forecast plant, as
plant additions are deferred.from the end -of the recorded period.
(fourth quarter .of 1990) to the forecast period (1991-.and 1992),:
and (4) in D-85—03-04;242 the Commission in some way endoxsed-a
policy to exclude updated data. . ... 0 e PTLINLE  e LTL

- DRA axrgues that plant. addxt;ons axe—deferred every\year,
and although budget inforxmation should not be revised: to. suit:the
occasion, recorded data should be used whenever it: is: available.:

- We ‘agree with DRA on this point. . -Although. recorded. and
forecast plant additions do interact, as: Edison claims;, Edison’s
analysis ignores-the likelihood that-deferral of plant at the -
beginning of a forecast perxiod will be offset by the deferxal.-of:
plant additions at.the end-of 1992.. Deferral of plant.additions is
not symmetric. It is more-likely that forecast plant,additions
will be completed late than early. -This is .typical.of .construction
projects, aﬂd*may even be"influencednbyﬂthe perverse~utility

into rate base.  We wull adopt DRA’&.$162.649.m;lllon,plant,
reduction. : I A T TR P SILRTEI B Lot D
1.2 X S S N A O A R IRt R TR T
Consistent with its position on reducing production, and
transmission expenses for Yuma Axis, DRA recommended a coincident

42 17 Cal. PUC 2d 246, 254 (1985)
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 $18.330' million reduction. in plant in service.. -If-Yuma: Axis. is..
sold'duringﬂthis»GRC"cycle,hEdisbnxshould:remove~the3planrJfromv>
rate base‘(at'itS’depreciatedwbookrvalue*at'the“time) and. xremove:
from the ALBRR both O&M and cap;tal-related revenue requlrements.

In this discussion we' address capxtal;zat;on, not the :
reasonableness, of Edison’s RD&D projects. Reasonableness will be
discussed' in- Chapter &.© =~ .. ..o v

In its RD&D testimony,. Edlson.requested 855.748 mmllzon
in 1992 to capitalize certain expenditures for -19 RD&D projects.
(Actual plant additions values are different from requested- ..
capital, due to- weighting and overheads.) “DRA opposed ...
capitalization, arguing that Edison . has not.shown that any of the
projects-are used and useful. Previous Commission decisions
address capitalization of RD&D, but: DRA asked for clarification in
this-GRC;*ISpecifically;vDRAnbelievesuthat-priornguidelinesthould
be amended to. restrict capitalization to projects that are needed,
cost beneficial, and placed in service. TURN opposed. -~ ..t ~.-
capitalization of electric vehicle ‘expenses, arguing that such rate
recovery of prior year cCosts would be retroactive ratemaking. -CEC
believes only utility-purchased equipment should be capitalized.

Edison has presented many arguments in support.of its-
capitalization request. "Among -them are: ' (1) 'the. 19 projects meet
the Commission’s standards set forth-in D.83~12-068,"". (2)-the
FERC Uniform System of Accounts allows capitalization.of RD&D, - .
(3) capitalization spreads costs to.ratepayers over project useful
lives, (4) RD&D has genexal benefit to ratepayers, (5) DRAS. h..
proposed additional guidelines for capitalization are- v .. %
inappropriate, and (6) in response to .TURN, fund:shifting

ot

43 14 Cal. PUC 2d 15, 58 (1983).
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guidelines.- should supersede prev;ous ‘limitations. onelectxic
vehicle expenses: .7 UTUUTT ";*””T"'f“i SonEe
Edison’s. capitalxzatzon request is summarlzed in

Exhibit 285, wh;ch shows that the test year capxtal request covers
expenditures of $19.277 million forecast for 1992, slG 235 million
forecast for 1991, and $20.186 million recoxded from’ prior years.
(These amounts were later revised in: response to an agreement
betweaon Edison and DRA regarding.electric vehicle:costs.) . 1f: the
Commission should deny capitalization, . then Edison: requested- that
all uncapitalized expenditures, both for 1992 and:prior.years, -be
expensed in 1992. This expense request is in.addition to Edison’s
test year RD&D expense request. If expense treatment is..ordered,
Edison also requested: - (1) that expensing of the capital items
begin-in. 1993, allowing 1992 expendituvres to stay :capitalized,.
(2) that recorded Account: 103 (Experimental Plant in Service) . .
amounts and Construction Work :in' Progress-related,to RD&D. fxom
prior years be amortized . in rates_ over . three years, and.(3).that
Edison .be: authorized to file advice letters:in attrition years- 1993
and 1994 'to recover increased. RD&D: expenses for. newuprograms.mm,

- '.f'c t'on of- . S S e - .

Edison and: DRA.corxectly'c;ted D 82-12 00

D.83-12-068 in. search of.Comm;sszon,guzdellnes‘on‘cap;tallzation of
RD&D costs. ' -We-will not revise those decisions,=but we.will K -
provide clarification as DRA requests. .D.82-12-005 allowed RD&D to
be capitalized only whenithe plant became used and-useful,-and: -
offered that exceptions could be treated on-a case-by=-case basis.
D.83-12-068 'is more explicit:

"We-interpret the:above language 0. me&nxthdt,,wmf“”,f
if thexre is no reasonable. prospect at. the
' outset that a“demonstration project involving™
.2 'tangible-plant’. will become: used.and-useful: byA¢;

5"‘ 4,,

SO
AT

N
oAt

44 9 Cal. PUC 2d 833, 847 (1982).
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. becoming-part of the utility’s:electric.ox: gas~zt;~-~w
operations, then the expend;tures should _
receive expense treatment for ratemaking’
purposes. Therefore, if the end result is.
knowledge, or does not involve tangible. planth
the program costs should receive expense ' -

. treatment. Otherwise, the cost will be -
capitalized.” . ,

- "We repeat that capxtalxzatzon -can ‘be- allowedu.by
case-by-case .exceptions to .the useduanduusefulhtest,wwhen;therexxs
a reasonable prospect that tangible:plant in-a demonstration ...
project will become ‘part of the.utility’s-operations. .If-the .end
result of a‘project is knowledge or-information, 'then the. project
should be. expensed.. - = . ST e TE e 20l

- We will:not adopt DRA’S: proposed standards for,need,
cost-effectiveness, and project. completion...The. elements$o£;need
and cost-effectiveness lie within any.consideration of~ . .n: .,
reasonableness, and. strict:rules: are-not necessary :for RD&D, which
by its nature .yields benefits-that.cannot be.precisely:defined.:

- Neither is. project..completion 'necessary. :Although:-large. projects
have their own standards for the.used and-useful test, the’-
Commission routinely authorizes new plant additions-on“a forecast
basis, in GRCs and through. the.attrition 'mechanism.

- However, further.clarification is needed:of the term."the
utility’s electric or gas:operations.”: The D.83-12-068 -discussion
- was-dixected at RD&D which was clearly to. become part of PG&E‘’s.
production plant. "In this:GRC.most of. Edison’s requested.. .. ..
capitalization projects are .outside.that category. In-this context
tangible plant in utility operations:means:plant:that;is-owned, .
operated, and: main:axned*by-the utllxny." Productxon plant
obviously. qualmfzes, but capmtal assets related to DSM and otherx
legitimate . utmlmty~funct;ons also qualey-‘ Revlew ~of ‘these
exceptions to the used and useful rule should continue on a
case-by-case basis.
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Included in Edison’scapitaliization request- are®. .. .~
-expenditures that were-described as’expenses in years prior to
1992. - If those.-costs do not qualify.for 'capitalizationcas !
clarified above, then recovery as test.year expenses would be -::
retroactive ratemaking,-and requests for expense authorization- will
be summarily 'denied. This is not-a clarification, but-a . ~."~
confirmation of the retroactive ratemaking doctrine. :Prior year
expenses cannot s;mply be" cap;tal;zed in"oxder to recovexr. them in
rates. : oL L LA DT N e T e e )

DRA witness Jolynne: Flores- raised a. .question about‘the
definition of "demonstration™- activities within the:scope iof RD&D.
We will characterize the process of’technology development as
having four steps: (1) laboratory research to.determine the.:.:
scientific-facts that. govern a 'proposed project.or process, ..’
(2) development of equipment or a“process from:those-facts,o: ..
resulting in laboratory prototypes or -processes, (3) demonstration
to prove that the 'technology will work-outside the~laboratory--akin
to field reseaxch, and (4) demonstration of the proven.technology
at utility or customer sites, to encourage:customer acceptancerand
eventual market’ penetratzon.‘ Flores'referSftovactivity (4) as
"showcasmng;"’" e R E R AP LG

RS ‘The distinction between demonstration types (39 ando(4)

is useful for regulatory purposes.: - Demonstration that.a new ~u:
techﬁology is practical outside the laboratory is a legitimate:RD&D
function, and expenses for. those activities. should be'xecovered in
rates. ' Technology demonstration to! build markets,:and.in:some .
'instances to sell more:electricity or gas,. is'not:part ofthe-nc
research cycle: and’ should-not.be capitalized..: Type:' (4:) showcasing
activities may be justified for other reasons;:but for:ratemaking
purposes we will not allow theix costs. as RD&D-plant:additions.
Capitalization may still have-a-/place in DSM programs,-but we -
reserve judgment- on that issue” for: case-by-case examination. :For
now, we will exclude showcasing fxrom RD&D capitalization.
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1.3.2 a iew of - 8. RN
».Edison has.presented.l9. cases. for individual.-review. . Of

the 19, only.two projects will begin in 1992. .For. the remaining 17
projects, there is.no evidence on the.record that the. amounts ' -
requested are net book: values of depreciated assets, rathex than
original costs, or, with:the exception of electric transportation
projects, that prior. year amounts were not. expense-items rather .
than tangible assets.- ‘For the transpoxtation projects, more  than
65% of prior year expenditures were labor and "other" intangible
expenses, which hints that. the remaining RD&D.projects also have
intangible ¢costs within the requested amounts... .- - - .~ . ..

(1) . Commercial Demonstration ($5. 985-mxllxon) “This .
request is for demonstrations and .showcasing of various-enerxqy-:
efficient technologies. This -is.-clearly.showcasing, but should.we
authoxize capitalization as.parxt of Edison’s DSM function?.  Without
specific detail of prioxr year expenditures-we will not authorize
capitalization of these projects. .Edison-may revisit-the, ...
capitalization of prior year projects in:its next-GRC,-if any of
the. assets will have net .book value in-the-test .year. ... ..

(2)- Commexcial .and Industrial:Demonstrations , . ...,
($1.950 million). These projects are similar to those in. (1)
above, but located: on customer premises.., K We-deny capitalization,
for the sameﬂreasons;.and;becauseacqstomgrs;mayube responsible  for
O&M. - ' AR P A S PRI S B DTS UL WMGLICANT .

-(3) Advanced Bu;ld;ngs ($3 152 mxll;on) -These. are .
demonstrations of "smart building”:technologies  on-customer. .
premises. . They should not be capitalized, because Edmsonrdoes not
operate and ma;ntaln,the‘systems,;andnthecrecord:does{notpshowgf
pr;or'yearwcost.deta;ls.-: G UL e LU el enal alaivizoo

~(4) Netcom ($6.093: m;ll;on) Netcom is a system.of.
electronlc metexrs: which allows. two-way: communication. between?Edason
"and its.customers. Of-the: requested amount., only $1.500 mill;on

B I N T Ty cor .
S TWIN I A.'u,‘, WP " wiel
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will be spent in:.1992.  We will not capitalize. any of. the requested
amounts because the record lacks specific.accounting detail... ...

_ .(5) Distribution: Hardwaxe:($232,000).:. This: project is
for: development and .field evaluations of. instruments needed: to: ...
quantify system conditions, driven by ‘increased customer. attention
to power quality, for example. due to data processing.loads... This
is  test equipment needed to develop information, with no xeasonable
prospect for.use in: reqular: operations. ' :We will deny the: request.

+~(6) -Digital Protection ($437,.000). - Like project -« .. .
(S) above, this project will develop and test instrumentation for
eventual application to new and:existing transmission .lines,
. distribution -lines, and substations. . This is. test equipment -and:
should not be capitalized. :: .. . Y s v ST SRR
- (7)- Distribution Automat;on.(S?SO 000) .-:'Thisproject:
..will be.completed in 1991.. . The: record: lacks-sufficient: detail to

. authorize capitalization.: . .. - . w0 oo ohovaL aoron A

(8) - Advanced: Communications ($1.200 mxlllon). This is a
collection of communication projects for various: utxlmtywsystem!
applications. . The record lacks. sufficient detail to author;ze
capitalization. .. - . R T S s ETIR T

. (9) . On=site Gene:ation.(SS;OOQnmillionmgg;Theuobjective
of this project is to develop on-sitegeneration: and cogeneration
technologies,. which. can be fully:integrated with the: utility ..~ -
electrical'system:andicustomef:loads.4wTo date;, Edison has ;.
extensively investigated available equipment, and. the. project: will
continue to investigate feasibility-of on-site generation. - More:
than 80% of the request will be expended before the test year...:
This test is .intended to- gain information,: and -there is no-detail
of prior year costs. We deny capitalization. . B A R S

. (10) El Segundo Contxols . ($6.800 m;llxon) ~This: is-a':
1991 trial of a distributed control system at Edison’s El Segundo
Generating Station. The $6.800 million is a three-line budgeted
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~amount. The: record lacks. sufficient. detail of actual costs to .
authorize capitalization.. .. .o oxoul Togo D i GI
(11). Efficient Burners~($2 225 million). This project is
aimed-at-xmproved'alr quality:. compliance at Edison’s generating::
stations.. It was completed 'in 1990.. Again, :the.record: lacks:: .=
sufficient detail to justify capitalization. : . 7. ..um wowon ol
(12). Chino Improvements (:$573,000) .. Most expenditures.
.for this project were incurxed prior to . 1990: for a battery storage
demonstration. Because accbunting;xecords are absent, we will deny
capitalization. Lol e o e PN o v S
Edison. orxglnally proposed capxtal -expenditures . for.:
several electric transportatxon”projects..M(134.Eiect:1ciVehncles,
(14) Electric Roadway, (15) Mass Transit, and (16)  Advanced ... .
Batteries..  The sum of requested-capital costs: for these four
projects is $10.082 million.: ~In the course of hearings:-Edison and
DRA agreed that Edison should be allowed to recover $20.828 million
in electric transportation expenditures incurred from 1988 through
1991. - Edison requested that $7.379 million of this amocunt-be '~=
capitalized, but DRA recommended that the entire "amount:should -be
expensed.45 DRA and Edison alsc agreed to several issues: . ... ..~
surrounding funding of. Edison’s ‘electric vehicles program, which
will be?discusseduin.ChapterH&;~Sectioﬁw&-356:of‘thiSydecision.oJWe
deny capitalization of the $7.379: million because the record:-lacks
sufficient detail about the capitaluexpenditures;anEvenLifsuu.;.
sufficient accounting detail werxe available, it is - uncertain:-that
alli'of the capital assets were oxr. are: used and useful.. For ... o
example, the' electric roadway project. is a demonstration of a . -
roadway with a buried cable used to carry a signal that would:: -~
automate headway between vehicles. -There is no reasonable prospect
that the. project will become part of Edison’s operations. As well,

45 Exhibit ll2.
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the mass transit project is *highly conceptual, and no”spécificc
work has been- approved," despite -the clammed expend;ture of
- 8100, ooo in .1991. B L S 1 S S PEATETR SRR PRt
"(17)  ‘Compressed Air Stoxage”($150,000). "Of the - .. -
. 19 projects, this is the firxst-which- Edison would initiate:-in:1992.
There-is insufficient evidence to justify.capitalization.: "7 .
(18) Laboratory Tools ($260,000). .Edison seeks> ="
capitalization for large laboratory tools used to .analyze
transmission, distribution, and substation performancel " Qf. the
total, $50,000 would be spent in the test year. The ‘xecord lacks
sufficient detail for capitalization: - I '
(19) Texas Instruments Photovoltaic (TI/PV, & o2
$10.877 million). This is.a. joint venture by Edison and:Texas -
Instruments Incorporated, which became publicly.known~on Apxil 3,
1991, almost a month after. DRA’sS: report on RD&D:was sexrved.: -DRA
submitted supplemental testimony recommending denial .of the :project
costs because Edison had not sufficiently justified the .project.
Of the requested $10.877 million, $8.177 million will-be:expended
prior to 1992. Edison seeks no operating expenses for the. project,
but requests. approval of an additional $700,000 .in.capital costs in
1993. The project has three phases, of which Edison.will. - -
participate in 'the first two: (1) laboratory research,:(2) "a pilot
manufacturing plant, and (3) commercial: production. Thew . ' ..«
photovoltaic cells under developmentmare:called Spheral.Solaxr: -
technology, to be produced.from inexpensive, low-purity silicon.
Edison claims that ratepayers will eventually benefit:fxromr . .-
licensing royalties and.purchasingﬂdiécounts'duringcthe;thirdwphase
of the project. We deny capitalization because .the record.of past
expenditures is inadequate, ‘and Edison has not shown.alreasonable
prospect of tangible plant becoming: used:and useful:. Financing: new
technologies in order to gain future royalties and product
discounts is too speculative to capitalize these expenditures.
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VI s SO ToarnT)oanam o
-~ .~We have.carefully rev;ewed the record.ev;dence on i iw

capitalmzat;on of Edison’s RD&D projects. Edison has-not/met.the
standards for case-by-case exceptions to oux -general, principles for
capitalization of RD&D. . The-limited- evidence on electric:vehicles
leads us to ‘suspect that many of the requested costs have been
depreciated since: they were placed:in service or are not tangible
plant. Some of the projects would fail our standards.even:if ..
sufficient accounting evidence were before us. . Sl

‘ -In its comments to the-ALJ’'s Proposed. Decxs;on, Edmson
argued that denial of RD&D capitalization would: impose. a punitive
loss to shareholders of more than $48-million. :This allegation is
incorrect. First, the disallowances . .are not 'punitive, asiwe. B
discuss further: in Chapter 12, Section 12.3. Second, many: of :the
exclusions  from rate base -axe due to.Edison’s. inadequate ratemaking
showing. Edison may file.in this proceeding information to . .-
substantiate its request for capitalization on RD&D- projects which
received expense treatment at this time.: S SEETR

-1-4 i, ized. twaxe " .. R D NS R R 154

- - As:discussed in Chapter 5, Section 5.10, Edison.xrequested
capitalization of $10.l.million in~1992 costs and the 1992
- capitalization of about.$22 million:in 1990 and:1991 software-costs
which exceeded authorized expense levels. Both.of those regquests
were denied, but avportion,ofxthe~$10w1 million was authorized-as
expenses. .All of the requested capitalized: software costs will: be
excluded from plant in sexrvice. Edison may file: additional .. .u
information ‘on the merits of capitalization within: 120 days of.the
effective date of this order and parties.may file.responses- within
120 days-Edison’s filing. -The:Commission may revisit software:
- capitalization issues at that-time.. . SEPRET NS ok

e N e
N v e e b et
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“BEdison has conceded removal of expenseSffor Edmson s Jet
Star aircraft, and we have denied DRA’s 'recommendation: to‘exclude
from rates the costs of Edison’s Citation aircraft.  Because-Edison
owns the two aircraft, the net book value of the Jet Star is .
removed from rate base, and all capital~related costs:i ittt Ui
(depreciation, property: tax, income: tax; etc.) are.removed from.
author;zed expenses. < T Ul e T T s

“DRA-also recommended- removal. of the .capital.costs:of:a
hangar which Edison is purchasing at-the OntariorAirport. vEdison
is in°the process of moving its aircraft operations-~for:the.two
jet aircraft and eight helicopters--from the Chino:Airport.to: .
Ontario. ~Edison’s lease’at- Chino will expire at the end of 1993.
Edison now pays approximately- $2005,000"per year. to. lease.a hangar
at Ontario. When Edison purchases the: hangar, at:a:.pricevof :. -
$1.5 million over two years, the Ontario lease costs would be’ ..
reduced to- $21,000 per year for' a ground lease. Edison has agreed
to reduce its Ontario lease expenses if it is.allowed-to purchase
the hangar.‘ The Chino lease costs are $35,600. per yeaxr; and it.
appeaxrs that for the years 1992 and 1993 Edison would be'payzng for
hangar space -at both Chino and Ontarmo.46.« : R S T AR

- We- will “include the purchase of the Ontario hangax in’

plant additions, on the presumption:that the purchase will go-. "
forward by mid-1992, and we' will reduce:-expenses by. $179,000.to.
reflect reduced lease costs at Ontario. We are concernmed:that the
final two years of lease costs at Chino will duplicate Ontario
costs. We will remove unnecessary Chino lease'costs,’which are
$35,600 annually, from authorized expenses. ... < 7w o

46 Tr. 54:5594.
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Rec c - S ST (U ! ;
deson must notify the COmm;ss;on when iz, reclass;fzes
certain-assets from plant in-service to. othexr accounts,-principally
. non-utility property. After -the filing of its GRC application,.
Edison notified the Commission-.of $5.119 million-of such transfers.
DRA recommended that this amount be removed from Edison’s.test year
plant in-service, because failure to do so will. overstate.the test
year rate base. Edison opposed this adjustment,ya;guing,;hgﬁ”mJ
updating of reclassifications should end.when Edison: completed its
test year -budget. ~Edison-claimed that updating of ... ... .. ..
reclassifications is unfair because offsetting new. plant: add;t;ons
are.not comsidered. - . . . om0 e e
L ‘We agree with- DRA. . The $5.119;million,wilLJbevpemoyeﬁ
from-plant. additions. The reclassifications are recorded facts,
not revised-budget estimates. .. . . o v ..th:;.?
1.7 o Vi etion W

N el

‘Edison’s requested- plant in sexvice for Palo-Verde .

includes:$4.529 million for completion work- that-was. budgeted in
1990 by APS, the operxator of the plant. ' Project participants
understood that all the completion: work would- be done in 1990.,. and
Edison based its plant in sexvice forxecast on the APS budget. APS
later notified Edison that.the completion work would not be
finished . in 1990, and that some 1991 charges would be necessary.
Edison estimated that the 1991 charges would be $1.8 million and
included that amount in its test year plant in service.. .

- DRA recommended . that the Commission remove .$2. 211
million-~the estimated. $1.8 million.plus overheads--from plan;;in
service because the amount-is double..counted. Edison responded
that the $1.8 million should remain because it will be billed by
APS and must be paid. <

Edison has compared 1990 budgeted amounts with 1991
billed amounts. DRA is correct that the same $1.8 million is
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included in both the 1990 budget and the 1991 estimate of billed-
costs-~rASfEdison/S‘witneSS‘Dennis'Coxwtestiiiedk¢?imﬁ:
"Q . Would you. agree, though, if your ., .i&
© $1.8 million estimate for 1991 billing ls .
accurate, that the amount that was bxlled
in 1990 should be $4 329,200 less: By
s$l.8 mxll;on?

That’s possible, if. APS\de notloverrun\the ST
budget, which I do not believe they did, .. .. .-
yes, that is fine.* AT ‘
We accept DRA’S recommendation to”remoyessz.z;meillionhfion"piunt
in servxce._ , S Tl ol oot aniulin

L T LT

.1.8__Palo Verde Simulat e e e

| , Ed;son lncluded Ln plant 1n serv1ce two sxmulntors at )
Palo Verde, one to be completed ;n m;d-1991 and a second to be
completed at the end of 1992., DRA d:Lsputed :mclusxon ln rate base
of the second smmulator, in the amount of $2.019 mxllxon, xnclud;ng
overheads. Edison believes that the entire Palo Verde cap;tal
budget for 1992 should be ;ncluded Ln rdtes, because lf the plant
_sxmulator does not come on l;ne unt;l the end of. 1992 APS w;ll _
spend the budgeted funds on other projects. DRA opposes th;s log;c
and urges the Comm;ssxon to reject what is essent;ally blanket
author;ty for APS‘to subst;tute projecta in its cap;tal budgets.”

) We agree with DRA and w;ll remove the dlsputed |
$2. 019 m;ll;on from plant add;t;ons.\ The Comm;ss;on 5 duty is to
allow necessary expendxtures in rates, and Edison has not shown_‘
that the. unxdent;f;ed projects thnt APS may subst;tute for therj;
s;mulator are necessary No prudent ut;lxty should. zns;st on_ )
spend;ng all of its. budgeted funds w;thout just;flcatxon.:” .

e,

g in e
a ket

G e 32eves T T
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NGS' 1 Cost ST NS S IR DN T SR e S S LT

SONGS 1, the nucleaxr genexating station jointly owned by
Edison and SDG&E, will: complete fuel cycle 1l late during the test
year. Edrson has requested that the Commrssron authorrze Edison to
include in rts‘1993 attrrtron.frlrng plant add;trons during fuel
cycle 12. 1In D.91-03-058 the Commission removed the cost-
effectiveness of SONGS 1- post-cycle 11 capxtal -additions to
1.89-07-004, but DRA has raised’ an’ 1ssue relatrng to cycle 12 plant
additions. , _ o
' In its original testimony DRA recommended that <~
$32.960 million be removed from Edison‘s 1993 plant addrtions,’:f
because that amount has already been authormzed in rates “under a*
cost cap prev;ously ordered by the Commission. Durrng hearrngs DRA
revised its position to recommend that the $32.960° mrllron should
be “removed from 1991 plant addrtrons; whrch would affect test year
rate base. S

In 1983 the Commrssron opened I. 83=- 10 02 ln order to o
anest;gate whether SONGS 1 ‘should be removed from rate base. In ‘
D.85-12-024" the Commission authorrzed“Edrson to spend‘szol million
{(in 1986 dollars) during fuel cycles 9, 10, and 11, effectrvely
allowrng the plant owners to contrnue operatrons. The’ 5201 million
was a capital spendrng cap based on cost-effectrveness analysrs.

In this proceedrng DRA has’ presented evrdence that
Edrson, the plant operator, has deferred to cycle 12° much of‘the
work that was included in justrflcatron of the' cost cap, whrch
covered cycles 9, 10, and 11. 'An’ Edison’ status report shows that
as of December 1990, 10 of the 35 plant modrfxcat;ons lrsted in
calculation of the spending cap are now deferred to’ cycle-lz oxr’
beyond. Five of the nine items for cycle 1l axe defexred.

Edison now anticipates that overall capital costs for
cycles 9, 10, and 11 will be $203.4 million, slightly above the
$201 million cap. Edison does not seek to recover in rates any
amounts exceeding the cap, but Edison witness Richprdﬂgosemﬁlﬁigw
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‘admitted .that work planned for-cycles 97:10,and 1l was. deferred: to
vcycle'lzymat-least»invpartﬂtoﬂmeetntheﬁcosttcap;ﬁﬁL&Ediscwﬁﬂﬂ T
. testified that during cycles 9, 10,:and:1l:the . scope‘'of plant - .
additions was: modified and expanded by the-NRC. DRA believes there
‘are three reasons for Edison’s ‘deferral:i'of projects-into-cycle 12:
physical or mechanical constraints, negotiations with ‘the!NRC :for
deferrals;"and'circumventionvof“theﬁcostrcap,m{DRAQQemonstrated
that Edison’s plant additions were $26.2 million above estimated:
for cycle 9, 314.3:mllllon.above estlmated for: cycle 10, and $38.6
million below estimated for cycle 1I, whlch.suggests that Edison
was reluctant to exceed the cost . ‘cap.- . DRA also: believes that
Edison has not complred with reportlng requrrements ordered in
D.85=12-024. . e (_,_ RV L

In response to DRA! recommendatlon, Edlson argues that:
(1) Edison was not requrred to complete the same: projects that wexre
contemplated under the cost caph (2) the Commrssron has agreed that
if unexpected modlflcatlons.were necessary, the MNRC would allow
Edison to reschedule them, to lrmrt total expendltures, (3) the
plant modification process can change and evolve, (4) the
‘Comm;ss;on and DRA were well lnformed of” the changes 'in scope “of
work, (5) Edrson has complled wrth the $201 million’ cost cap, and
(6) Edlson has not acted unreasonably or rmprudently. SR

' Edison is correct that it was not required to complete
all of the prevrously identified projects during cycles“S “10, and
1l. Edison performed othex’ NRC-requrred work durrng those” cycles,
and there is no evrdence that the work was performed rmprudently.
'However, neither is there evidence that the work is cost-effectrve.
To resolve this issue we divide the work accomplished during cycles
9, 10, and 11 into two parts: old work (anticipated in

48 Tr. 24:2072.
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+ - D»85-12-024), and new work (expanded or new projects: initiated: by
the NRC):..: :Edison has -spent.the-$201 million: without :completing: the
old work. , We cannot determine whethex the funds .spent for part:of
the old work .axe cost-effective. . We do know that:until .at: least. an
- additional: $32.960 million is spent after the end.of. cycle Ll, the
okd work is dncomplete... wn  crmine o Lt L o SRSt
~At this point: we:-inspect .two- conclusmons from ;.
D.85-12- 024.49, e TUNEL o Lmmano ot e ot ool

2. deson should~be author;zed to complete the - :
SONGS 1 modifications over the next three =~
fuel cycles, subject’ to an expenditure ‘cap -
of $201 million in Januvary 1, 1986 prices.. ., -

Edison should*not'be‘precluded‘from'

requesting commission authorization to . . ..

exceed the $201 million cap level if

because of unforeseen circumstances ‘the

costs associated with SONGS 1 modifications .

are estimated in the future to exceed the

cap. Edison will have a heavy burden to

‘justify the cost-effectiveness of such .

expenditures, and a full showxng will be

requxred xn support of them. |
Conclusion of Law 2 authorlzes Ed;son to expend up to $201 mllllon
to complete the SONGS 1 mod;f;cat;ons by the end of cycle 11.: The
mod;f;catzons are recited Ain DRA's testlmony.so, We lnterpret E
"SONGS_1 modlflcatlons to mean those modlfxcatxons descrlbed in
I. 83-10 02. It is unreusonuble to Lnterpret the language to mean
that Ed;son can £reely subst;tute other projects for those
ant;c;pated in I. 83-10- 02._ There ;s no. ev;dence on th;s record or

. &n 1.83-10 02 that other projects a:e cost-effect;ve._ At a mlnmmum

PN e
\‘4 o, AP P B ‘

49 At mimeo. page 14.

50 Exhibit 205, Attachment 1l1lD-2.
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Edison- should be required to. complete:the old work at:no furthexr
cost to ratepayers, and- the disputed:$32.960 million-:shouldwbe ..
deferred from 1951 plant additions toﬁ1993~or*1994 plantvadditions.

work is never completed because~SONGS 1 1s,ret1reduat,the end of
cycle 11. - T o e T an L Ly ot Ll
“Turning to’ the new:work, we-agree.with Edison.that-the
NRC‘canfauthorize‘rescheduling;“bututherNRCEéannot;modifynngh.‘f
Commission orders.on’'the ratemaking consequences of-the .. .-
rescheduling. D.85=12-024 is quite clear about Edison’s - . ...
obligations, and there is insufficient evidencelto show that-Edison
needs more than $201 million to complete:the. old work, but: what.
funds. are needed to complete-the. new.work? = There .is no evidence
whatsoever on the record that the new work, whether: the NRC-has.
ordered it or not, is cost-effective ox. prudently carried out.: .
Edison has not met its buxden of proof: for ratepayer.funding:of the

LReW WOXK. - T Lt vtere e e S

o We will order the  following:. (1) Edison-must remove- from
1991 plant additions the disputed $32.960 million,:because: the-old
work: (modifications authorized in. D.85-12-024)) has not:.been . -
conpleted, (2) Edison may:xeturn the $32.960 milXion to:plant:in
service during 1993 ox 1994, for xrecovery in xates, upon a showing
that the old work has been completed, and (3) in accordance with
Conclusion of Law 3, Edison must. justify- rate recovery of any.costs
for new work. -A new forecast of completion is: inadequate, rbecause
the prev;ous forecast was unsucecessful. - o o ntis Lo

: " It is not necessary to: find that Edison. has’ or- has not
complied with reporting requirements, exceeded the: $201:million:
cost cap,- or acted reasonably and prudently. ..Thexe:is: no:dispute
about the NRC’s ability to order or endorse the rescheduling of
work. Edison has rescheduled the old work, and we now defer the
plant additions associated with that work, to reflect the
circumstances of Edison’s p;og:g§§,ﬂgwc_ggpngﬁ:aFceptaghé;ﬁéﬁﬁhbrk
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in rate base until Edison demonstrates cost-effectiveness.  We:will .
allow:Edison; in.this proceeding, to demonstrate .the Cost-: _ ..o
effectiveness of the new work. .. o il oo ST e e T

2In.D.90-09-059 the Commission granted: Edlson a
certificate of public convenience and necessity fox a transmission
line between Edison’s Kramer and:Victor substations,. and for
related ‘faci'lities..s 1 The decision also specified- the. allocation
of costs among Edison, Luz.Intexrnmational, and-California:Enexgy
Company (Cal Energy). Cal Energy has disputed its assignment-of

. costs.  In this GRC Edison: has included.in test year plant... ..
additions $14.255 million foxr capital costs allocated to.Cal: - -
Enexrgy. Cal Energy may eventually win its dispute, and -Edison. .
would be responsible for: the previously allocated:costs... If-Cal
Energy does. not win its-dispute, Edison proposes- to-return any .
double recovery of costs by crediting.the ERAM account. . - _

DRA opposed Edison’s request. DRA prefers to, exclude Cal
Energy’s allocated plant additions. from test year: rate recovery.
Instead, Edison should track the revenue requirement. associated
with Cal.Energy’s allocated plant, for eventual recovery: from:. .
ratepayers: if Cal Enerqy prevails.in-the allocation:dispute.: -

“We endorse the status quo in. this matter.. -Cal Energy. has
not yet won its cost allocation dispute, and. the Commission’s .

‘orders on cost allocation remain in effect. . We.will. exclude-Cal

“Energy’s allocated plant from plant additions,:and allow :Edison to
book into an interest-bearing memorandum account-all: ...~
capital-xrelated revenue requirement associated with Cal Energy s
$14.255 million in plant.. If Cal Energy’s plant.is/eventually:.and
finally reassigned, Edison may .seek recovery. of.the memorandum::

517 37 'Cal. PUC 2d 413, 467 (19907."
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account balance: and. of:future revenue requirement:related: to:the

‘xeassigned plant... If this should become’necessary,.Edison-can make

the filing as a petitioni for: modification:in this-GRC.: Otherwise,

Edison” should terxminate' the:memorandum account by advice: filing.
.2 Oth gues. U L T TG Lo sy sl e e o
2.2 ‘Held . O 3 (Ose’ S LS S ;

In Edison’s 1988 GRC the Comm&ssxon.adopted property-held
for future use (PHFU) gquidelines which generally: xrequire. that.the
propexrties must have specific uses and cannot stay.in:PHFU for
periods. exceeding 10. years  (for production plant:and:new .. - . =
transmission lines), 5 years. (for other transmission and o
distribution plant), or 3 years (for: general plant).. Case-by-case

. exceptions can be granted if: (a) 'there: is still ar‘definite.plan
‘and need to retain the item in PHFU, (b):economic ‘analysis .

justifies the ‘retention, and (c¢) :there are. mxtxgatxng circumstances
to require the retent;on-szw o Pato LT R I AT o

At the end of 1989 Edison’s PHFU balance:was .. =u i
$17.6 million, of which $14.3 million does not:meet the guidelines.
Edison has reclassified about $6.0'million in properties,.leaving
$8.323'million in property for which it seeks PHFU treatment undex
the exceptions. DRA opposed Edison’s request, ¢laiming that: the
properties: fail to meet the standarxds for exceptions.: The: disputed
$8.323 million is for 27 properties: ' four. production properties at
three sites, three transmission substation sites, three o .- ..
transmission line sites;, and 17 distribution substation:sites...The
average time in rate base for the disputed properties:is. l7.years.

Edison testified that the production sites are:necessary
to meet a general need for future generation. :. Three.sites are
necessary- because Public ‘Resources Code § 25503 xequires that .three

[

52 D.87-12-066, Appendix B.
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alternatersites: be:presented to-therCEC, for: any single..generation
project.  Edison’s analysis.shows:.that: ratepayers-will:benefit -in
the long run'from retention of one: of:the- properties, compared:to
sale and later repurchase...DRA opposed Edison’s conclusion,: .~
claiming that the repurchase prices are speculative-and:mno: specific
use has been demonstrated. Edison provided DRA with-extensive. . .
supporting workpapers for. other properties, but:all of the economic
analyses are not in-evidence. . T A <2 SR

We will. exclude the disputed: properties from PHFU . The
guidelines: set specific: reasonable: time limits for retention of.
plant. Beyond those limits. the higher: standards. in the: guideline
exceptions are required. -Edison ‘has failed to meet the: highex’.
standaxds. Forxr production plant: :(1) presentation of alternative
sites to the CEC does not justify keeping four properties in rate
base, (2) Edison’s' economic analysis is incomplete because the::
benefits of retaining the site eventuéllynused“must“bevoffset‘by
the costs of. retaining the alternative sites, (3) .there is no
evidence that Edison can .outperform the: real estate market in'
general, (4) the market for the Jland in PHFU is. speculatxve,sqw
and (5) Edison has not justified the mitigating circumstances.  :
required by the guidelines. ' For . other plant,:Edison has.shown’that
some mitigating circumstances are present (e.g., approval:of - -
overhead access by other agencies, and the need for. condemnation at
a repurchased site), but theeconomic. benefits of PHFU. retention
far in excess of the guideline.periods are not sufficient to: -
overcome: the risks that- Edison’s. economic assumptions: are-too -
'foptxm;stmc. T R S UG S G R

In<5ummary; deson.has not justxfled grant;ng exceptions
.o the PHFU gquidelines. Ratepayexrs pay:a _premium for: Edison’s.-
investments in PHFU, due t¢ income tax charges on authorized net

53 Exhibit 128, Attachment 6-6, page 6-2.
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for return. - We are not- convinced: that Edison:should:.expose:::: ..
ratepayexrs- to real estate’ investment risks beyond the:xisks i
incorporated in the PHFU guidelines. N I T AR e TR
6.2.2 Nuclear Design Documentation. w = =70 it e 2N

‘The NRC has mandated an industrywide program to document
the design bases for operating nuclear plants. - Edison is: -
performing the work as required and is booking the costs:to-plant
Account- 182.2, with amortization to:.Account 407..: Edison requested
that’ unamortized amounts in:Account 182.2.be" included.in rate base,
consistent  with past treatment of othex deferred debits. . DRA ...
opposed inclusion in rate base, arquing. that capitalization:of the
design documentation is contrary to' generally accepted accounting
principles, and that capitalization has. been specifically denied by
FERC. DRA produced a letter from FERC staff to.the Virginia .. .
Electric and Power Companybdenying"capitalizationwofdnuclear plant
design documentation. Edison responded that FERC made" no comment
about inclusion of costs in rate base, whether the costs are
capitalized or booked as deferred debits for amorxtization.- If the
design documentation was created for a new plant it.would: be
capitalized, and documentation for existing plants shouldnbe
treated the ' same way. - B T S I SR PRV T SR

-7 The design documentation costs themselves will. eventually

be paid by ratepayers, whether: through depreciation -of capital:.
costs or amortization-of deferred-debits. - At.issue  iss whether :
shareholders should earn a return on the undepreciated.ox . ¢
unamortized amounts. There is no evidence that . the . costs are
' unreasonable, -and we will "allow Edison to earn-a-xeturn .on .
unamortized - amounts  ovexr the.lives of the :related nuclear,plants,
unless we are later convinced that the plants.should.be removed
from rate base. - . o LWL Dol s Ll

. We do not ‘dispute FERC’s:opinion . that design- - -,
documentation should not be capitalized, but.all oferate“basexneed
not be capitalized. The return: of :the deferred debits to:
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shareholders. will be made through-Account: 407, and-Edison: should
take carxe-that the design’documentation.costs are: excluded..from.
depreciation treatment. T T T P TS e et TR
6 ?_} Advances fox Qonst;gg;, Lt IR T SN
©~ . Edison-and.DRA waged a: battle-of statlstxcs over the best
technique for forecasting customer: advances -for construction, which
reduce rate base. Edison based its: estimate -on:linear: regression
over 13 years of. data, corrxelating recorded advances against-the
- year of record. DRA correlated advances against distribution line
additions over the same"l3 years, to-determine a ratio- that ¢an-be
multiplied by test year line-additions to forecast .customexr.
advances. Edison believes its: technique is best because. the sum of
statistical "residuals"™ and the sum of squared xesiduals are
smaller than those measures under DRA’s: method. . DRA ¢laims that
the sum of absolute values: 0of residuals- is smaller using. its. -
method. "The difference in rate base is:$2.601 million. . . )
"Neither party simply correlated recorded. advances against
both year of record and distribution line additions, to- deterxmine
which correlation is best. We have done that axithmetic, -and will
rely on the conventional measure r-squared, rather than residuals,
as the best indication of correlation. The data show.that .. . -
distribution line additions are .a-better predictor of customer
advances (r=squared = 0.967). than:year of recoxd (r-squared. =
0.907). We will adopt DRA’s recommendation.. - it Ly umiial
.2.4 _Wo LEAL . L mune e e
wOrkLng capital has two- elements. -materials.and... .
suppl;es,-and“workxng cash.  Edison and DRA dispute one.element of
mater;als and supplxes, and < several elements: of working :cash. .

AR

Edison estxmated its 1992 matermals and supplxes ey
inventory 'by escalatlng the .recoxrded 1990 end-of-year balance to
1992 at 5% per year. 'DRA noticed-that the 1990-balance:was. more
than 16% higher than the 1989 balance. ' Therefoxe, DRA estimated




A.90-12-018 et al. ALJ/J../vdl:* .o ..n.llA

the 1992 .inventory level by escalating the: 1989 balance forward,
using the same 5% per. year.: After month-by-month'weighting, the
amount in dispute is $4.323 million:in rate.base. =~ oy it
‘We ‘agree .with DRA that the 1989 end-of-year inventory .is
an appropriate basis for ‘test year. inventories: :We:.will:adopt: "

DRA’s rate base reductionc . . .. Ul e s nelainew v
§.2 4.2 “OEEL g ES}I oL A R S R R R I ) PATTLLIL

Working cash ;tself has eight oPeratlonal cashi:elements
which are derived. from account records, plus a-cash-requirement
based .on a lead-lag:study of estimated.utility cash flows...DRA-has
disputed .several parts of this construction. 'DRA.:and Edison agree
that working cash should be calculated using: adopted .expenses,
escalation rates, and sales ‘forecasts. Although.working:cash: -:
disputes seem.overly detailed at.first glance, for Edison-a:change
of one day-in cash flow could.result in.a $10 million- change in:
rate base. L T L R R R P T S DR AL PR

~DRA :recommended a reductxon in:recorded account balances
ford"other accounts receivable," due to nonrecurring.charges.of!
$4.0 million for ecaxthquake damage ¢laims.and $l.4 million~foxr: .
reimbursable fire damage at Edison’s office. building. . Edison. did
not respond to DRA’s recommendation, either. in'rebuttal test;mony
or in briefs. We accept DRA’s reduction. .0 . e L

The lead-lag calculation.considers the t;mxng of both
Edison payments and customexr revenues. .On the payment-side, DRA
recommends increasing the average time-for purchased power: payments
from 39.65 days. to 42.28 days, to -.exclude payments to Kern- Riverxr
Cogeneration. Company (KRCC), an Edison. .affiliate.: DRA-determined
that .payments to:KRCC are made. in 12.5 days, unfairly decreasing
the average lag between receipt of the power.and payment.by Edison.
Edison did not"respond'to'DRA's*recommendation, and we will adopt

'Barly payments to utility affiliates-and subsidiaries should

.not be considered in working:-cash .calculations. . ;o Liooan
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: 2 -Oncthe customer revenue:rside, DRA disputedvEdison’s '3
estinate of therimpacts -of Edison’s planned late payment-charge.
Edison’s recorded revenue lags-during. 1989 for commexcial, ...
industrial, :and-agricultural- customers. were 43.55, 45.53, and

44 .36 days, respectively.  Edison-used: 40 days to estimate:test.
year working cash, reflecting the effects of the late payment .
charge on customer behavior. DRA recommended-a further reduction
-of 2.2 days. R TN LD
- The forecasts.of customer*behavxor are no:more-than
educated«guesses; We will adopt Edison‘’s forecast, but with: a note
of concern about:applicationhofmthe,laterpayment chaxge.r«During

period in .application of the‘late-paymentucharge, wh;chcwouldstend
to increase revenue lag days. We remind Edison that if its. late
payment charge is eventually approved, it .should. enforce the:
charges fairly and uniformly, in accordance with filed.tariffs.-

~..In-its comments on the ALJ’s Proposed-Decision, the
California Department of General Services pointed out that:ilate-
payment ‘charges to governmental facilities are-limited by the.
California Governmental Code. We assume that Edison’s.lag’ day
estimates have considered this constraint. T

2. Amoxphous e _Trans t : W el
Although the parties: do not mention-this issue in their

briefs, the joint comparison exhibit-shows.a dispute:over inclusion
of amorphous. core.transformers in rate base, in the-amount of: -
$1.272 million. ~Amorphous c¢ore transformexrs cost more:.than
~conventional iron:core transformers, but: theyare-more energy-..
efficient. 'DRA believes. the transformers should-be .excluded:fxom
rate base until cost savings are further documented. R

. We will allow the amorphous. core transformers in rate:
base, because they meet the guidelines.for RD&D-capitalization and
capital costs are small. .Edison should xevisit:costs:.and benefits
before significantly expanding use of the transformers.
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7. M;et‘:gag;gn R Rt o TV A P i i, ORISR 47 2 1% F A
‘ = Qnly: Ed;son and. DRA ‘presented: test;mony~on depreciation

expense and ‘depreciation reserve. ::DRA ‘agreed to Edison’s).reduction
of the average depreciation:rate. from-3.72% to '3.70%, Dbased:on"
increased plant lives. DRA recommended: depreciation expenses . :
$20.916 million lowexr than Edison, but the difference 'is .driven
entirely by DRA’s use of later data. fox deprecrat;on .reserve
balances and d;sputed plant rn serv;ce., We adopt DRA'S use of the
later data. The partles.have agreed to use an lnzerpolatmon scheme
to determine test year depreciation expense from adopted plant in
service. The record is less clear how deprecmatmon xesexve should
be xnterpolated, but we assume ‘the same formula appl;es.,ww

. Ratepayerx fundrng of trust funds for furure nuclear plant
decomm;ss;on;ng is treated as a. deprecracron expense._ There is one
dispute over decommzssxonmng revenue requzrement. DRA and FEA
recommend a reduction of $779 000 from Edison’s, estrmated revenue
requ;rement, to reflect updated cost studres at SONGS and Palo
Verde. Although this dlfference is. less than 1% of the
decommlsszonlng expense, DRA bel;eves the reductron rs approprlate,
to minimize ratepayerx costs. Bdlson bel;eves the_adjustmenr ;s
unnecessary. We will adopt the. S779h000 reduct;on.“ Adjustments
such as these are rnconsequentral in the long zun,. but the reduced
costs are. consrstent with the most recent cost stud;es and take
very little effort to rmplement. PN o et

FEA also expressed concern that Edrson s est;mated trust
fund earn;ngs rates-=-5.25% for the qualered trust, and 6. 00% for
the nonqualified trust--are too low, and that deson s 25% '_
| contingency factor for decomm;ssronxng costs mxght be too low.w FEA
'recommended further scrutiny of these. ;ssues,drn thrs proceedrng ox
in Edison’s mext GRC. We will oxder a showmng on these topics by
Edison in its next GRC.
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“In Edison’s last GRC the;Commassaon.commented that
although Edison’s presentation was. generally very professional, its
conduct in the RD&D area was unacceptable, notably in making late
revisions. to electric vehicle programs In-Du87-12—066§f;them;h
Commission warned: . L : L B T

"Edison is put on notice: that it should take

steps to insure that this does not reoccuxr and

“that any future late additions or substantlal

.changes will simply not be.considered.™ .- - .

Despite this ‘explicit warnrng, Edison’s showrng agaan ‘has' ‘suffered
from problems of late program revisions, unexplalned caprtal costs,
1nconsrstency-between exhxbats and’ brrefs, and attempts L
wholesale caprtallzatlon of prmor year expenses and" undepreclated
capatal costs. We will base ‘our’ decxsxons on the récord before us,
but thh the above warnrng in mrnd. In- future showrngs on RD&D
matters, Ed;son should: " (1) Ldentxfy all expenses -and’ capatal
costs, (2) ldentlfy projects ‘for which" future royaltres and
l;censang fees axe l;kely to be returned to ratepayers, |

(3) demonstrate net book’ values and deprecxatxon charges ‘related to
caprtallzed RD&D projects, and (4) in general, ;mprove 1ts showrngs
on the ratemaking treatment “of “RD&D programs. :

Edrson's fragmented showlng ‘on ratemaklng treatment
convinces us to order a financial audlt ‘of Edison’s RD&D :
expendrtures from 1988 through 1992, ‘to’ be submltted in “Edison’s
next GRC. The audit should: (I) identify all recorded expenses and
 capital costs, with attentron to capxtal ‘costs meetlng ‘the
Comm;ssron s standards for RD&D capltalrzatzon, (2) rdentlfy direct
’ beneflts sponsored by the EIectric ‘Powexr Research’ Institute - (EPRI),
not;ng any projects d;rected or developed by Edlson, (3) for

. w
FRIPLIN

54 26 Cal. PUC 2d 392, 454 (1987).
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capital. assets, determine where -the-items. axe’ located. and: who:is,

responsible for O&M, and (4) track.all entries: 'in Account 103, .
including transfers to utility plant: and. non-utility: plant... The.
audit will be cooxdinated by CACD,..at;Edison’s: expense, using funds
redirected from the approved RD&D- expenses.- A final. xepoxt: should
be ' completed by-Junew30~~1993nx1; ST N O R
8.1 - RDED Policy: . LT AR VA S (9t A E e ST
' ‘In this -opinion we. have clar;fled WO RD&D~gu;del;nes, to
restrict plant that is eligible fox: capitalization :and :to exclude
showcasing_fxom:RD&D-capitalization;ssgxInafuture;proceedingsf_L
Edison should also exclude all showcasing from RD&D budgets. --We
will authorize some showcasing expenses in this. GRC, but -Edison -
should include showcasing as a DSM activity, with .appropriate: .:
cost-effectiveness justification. . .. 0 el Ty omoldslen o
We, confixm that Edison’s.-RD&D: efforts should -stxive for a
balanced -portfolio . of supply,,transm;ssxon‘and(das;rzbut;on, and
end use projects. R R B N RO
. We defer policy considerations for electrac vehxcles and
electric transportation in general to 1.91-10-029, which.was.

- approved-October 23, 1991, or . other appropriate proceedings:... -Any

policy direction on electric transporxtation given herein will. be,
intexrim In MATUTE. - v oo 0 o evel D Lo e o E
..Edison and DRA have agreed that -any -shifting of -RD&D :
funds among,author;zed ox .new programs, should bemdone,byh:h”,,yp;
application if moxe than .50% of the funds are redirected, by advice
letter if more than 20% but less than 50% of ;program funds are..
redirected, and at Edison’s. discretion if shifted funds axe less.
than 20%-of authorized program expense levels.. We accept these -
limitations, but claxify that the percentages apply.to both. funding
source and funding target programs. -For example, if Project A is

55 Chaptexr 6, Section 6.1.3.1.2
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avthorized at $100,000: and Project B at $1,;000/,000, then: shifting
of more than '$20,000 from Project B to Project A would require
advice -letter approval, and shifting of more than $50:;,.000:.would: .
- require an -application by ‘Edison. . According to-this-< guideline . an
application would be required: for ‘any entirely mew:RD&D: project.
In D.90-09—04£-'>":"6 the Commission authorized use of RD&D:
funding ranges in future GRCs. Edison has argued that' a-:funding
- range should be set in this proceeding, consistent with the spirit
of D.90-09-045.  DRA disagreed, pointing out that the language in
D.90-09-045 explicitly ‘puts the issue - in Edison’s next (GRC. ="~
(scheduled to be for a test year 1995). DRA now seeks .. - @ "
clarification on exactly how funding levels will be:set.. We agree
that D.90-09-045 does not apply to this proceeding. ~We defer the
calculation of funding ranges to R.87-10-013, where- all utilities
‘can participate. Edison’s request to. set ‘a funding range is
another' last minute RD&D -issue' that arrived too late for:- U . ...
consideration in this GRC. (R

B T A
PN ;

v " “We: have heard testimony and argument on RD&D that touches

on fundamental utility obligations. One of Edison’s majox “RD&D
efforts is entitled "Customer Air ‘Quality 'Improvement ‘Program," for
which Edison requests $4.055 million in expenses. . Much .of ‘Bdison’s
testimony on the benefits of the three projects it proposes under
the air quality program emphasized what we will call: social
efficiency. Edison claimed that ratepayer funding:of . the.program

- will help customers meet ‘their air - quality requirements, .stay
competitive, and Yemain in Southexrn California... DRA and other .
parties (e.g., TURN and Industrial .Users, or IU). opposed Edison‘’s
request, arguing that societal benefits-are different from: ...
-ratepayer benefits, all ratepayers should not subsidize:a few:. .
customers, and air quality compliance is the responsibility-of -

56 37 Cal. PUC 2d 390, 393 (1990).-. .. =




A.90-12-018 et al. COM/PME/mds”

businesses:. and local communities. .They conclude: that Edison’s
- program is. an'inappropriate.extension of»the-public ut;lxty role.
The Natural. Rescurces Defense~Council (NRDC), a'strong ¥ T
envirxonmental advocate, hesitated to endorse Edison’s fuel*vhﬁﬁﬁ
switching and electro-technology:activities. NRDC'witness’Ralph
Cavanagh recommended that approval should await. further’ study” in
R.91-08-003 and I1.91-08=002, the current DSM rulemaking.®

The essential issue which emerges from the parties’ -~
diverse positions is the fundamental fairness to-ratepayers,-or
social equity, of allowing a public utility-to- fund air-quality
improvements which may not be directly. linked to delivery . of
enexqgy. The balance of social fairness against economic:efficiency
is a classic public policy dilemma. Edison states thatZutility”
participation is an efficient way foxr California businesses. to-stay
competitive in difficult economic circumstances.: - This may be true.
Other parties state that.-ratepayer funding of-Edison’s. B ~o7i .t
participation is unfair. Th;s.ls more-d;ff;cultwto~asse58fbutﬁmay
also be true. S ’ DL T e L

“We decline to decide this:important policy issue solely
on the record .developed in this: GRC. We agree with:<the”NRDC-that
the DSM . rulemaking, R.91-08=003 and-'1.91-08-002; will provide-an
appropriate forum for a more.comprehensive study and ‘we-oxder that
.this issue be examined in that:proceeding'as soon’as’practicable.
We urge the participation of all Califofnia*regulated”energy S
utilites and interested.customer groups ‘in develop;ng a thorough
record. - o o ‘ LT R S U Ao o TS S L AR oo

- For.-the immediate three-year:period represented by this

GRC cyecle; however, we believe that Edison has:supportedi’its -~ u:
funding request for its Customer Air Quality:Improvement Program.
This program is- d;scussed further: in Sectzon 8 3 2..0f thls

~chapter. EERRTR IR

P
t
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. On. Octobex-. 11, 1991, afterJsubmissionﬁoﬁvPhasemly.zhe;
Governor approved Assembly Bill- 2054, ..which added: PU.Code:§:740.4,
effective January 1, 1592. The new.Code section requirxes:that the
Commission allow reasonable utility:expenses for business:retention
and other economic development programs. "to the extent of ratepayer
benefit.” Section 740.4 does not- specify whethex the benefit must
be net of expenses or a gross benefit before expenses, which would
require: subsidies by ratepayers.  -The Commission has had no
opportunity to comsider how the those benefits should:be defined
and calculated. We will review. implementation of § 740.4 in the
DSM xrulemaking, R.91-08-003 and-I.91-08-002, and do not.base our
authorization or denial of Edison’s program on-a: "quick read" .of
that statute. . S B T S N S S SV BT
o . Because we have: concluded that the RD&D fundxng ranges
ordered in . D.90-09-045 do not apply.in this GRC, we will.adopt i
- funding: levels for specific programs.  We:-will continue: Edison’'s
existing one-way balancing account, which allows that:unspentRD&D
funds may be spent in subsequent years, through the end of each GRC
cycle. ‘We expect to see an advice. filing from Edison:within:90.:
days after the end of 1991, to- dispose of any unspent. funds: from
the 1988-1991 cycle by a c¢redit to:the ERAM-balancing account. .

- ... .. DRA has recommended that: all royalties, licensing fees,
and other revenues attributable to: Edison’s. RD&D programs-.should be
credited to an ilnterest bearing memorandum account.  The:account
balance would be returned to ratepayers in the next GRC. .Edison
agrees in principle, but testified- that no such revenues are
forecast for the test year.. We will adopt DRA‘s.recommendation:

-Edison believes. that RD&D.:and DSM activities .should-be
exempt. from any Q&M expense reductions to account fox. productivity
or Edison’s Cost Containment program. This is reasonabieyadqefto
the remoteness of these expenses from ordinary production and
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' DSM expenditures have bheen unstable
from- year to:‘year.ﬁ R Y D ERIE SRR P SN
$-3 RDED Programs
S . Edison’s.proposed RD&D. prograns. aze. listed on .Table. S,
with footnote, d:.screﬁancn.es betweer evidence and briefs. There are
seven major areas of expenditures. We will authoxize no =
capitalization of RD&D costs; all adopted amounts are,to.be. .
expenséd. In a few :.nstances requested 1992 capital cqsft_gfh may: be
expensed for Tecovery in rates. -
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. ‘ TABLE 5
Do T TESY. YEARTRDED CEXPENDITURES

(Expenses in Thousands of 1988 3, Capital in Thousarcsof Nominal S L

o arnon S UROE L8
[EDISON REQUESTED .. EXPENSES
L CAPITAL . 1992 TOWAL & v DRA . ADOPTED
Tt LU CAPLYAL- SRy e D0 DT

e e e

. EXPENSE

F

E U A e 2y AL 3y I ,‘..".“‘.3« N ‘:a’:'(s‘).‘u"." Yoo ¢6)
(CUSTCMER ENERGY TEGHNOLOGY. - oo« o mmoge o e o
COMMERCTAL DEMONSTRATION™ '~ "~ ™ " "' "84 728" 5,965 - S1,300 ~$15,75%5 ~~ ~/“$1,182 = '~ 81,995
| COMMERGIAL .~ INDUSTRIAL DEMONSTRATIONS. - - | .-.ov 1,950 . . 750, . .| v il oo
ADVANGED BUILDINGS ~ * S B e SO SR R A e
TECHNOLOGY TRANSFER 683 T8 L

LINE '~ A PR :PROJECT . KTV

CTAC 1,600

VL

0
NON=ELECTRIC TECHNOLOGIES 0 0 0

CUSTOMER AIR QUALITY IMPROVEMENT
ROG AND COMPLIANCE 1,605
NEW REQULATIONS 1,563
ROX COMPLIANCE ea7
AIR QUALITY TECHNOLOGIES ]

(=R X K]
. X-Y-Y-]

ELECTRIC AND COMMUNICATICNS SYSTEMS
NETCOM
DISTRIBUTION HARDWARE
DIGITAL PROTECTION
CONTROLS AND DIAGNOSTICS
ADVANCED COMMUNICATIONS
ON=SITE GENERATION
TPV
ADVANCED CONCEPTS
DISTRIBUTION AUTOMATION

o
»
-
L
Ny
&~ 0
%

-
[a]
-8

-l
-

-

€W -
D)
P s
v s
~ ﬂ;o——”
o038

LY

3,388,508
qhiE-

-
e
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SYSTEM ENERCY MANAGEMENT
EL SEGUNDO CONTROLS
EFFICIENT BURNERS
CHINO TMPROVEMENTS
RENEWABLES

-
- -2 O
L)

6 &

po
~JBE

sk
- -n U
gE3%

ENVIRONMENTAL QUALITY
AIR QUALITY
OCCUPATIONAL HEALTH
NATURAL RESQURCES
URBAN INFLUENCES
STRATEGIES

ELECTRIC TRANSPORTATION
MASS TRANSIT
ELECTRIC VEHICLE TESTING
INFRASTRUCTURE
BATTERY DEVELOPMENT
PRIOR YEAR EXPENDITURES

- ol wb N
-

L]

T

cocoooo

4
’

cocoo
-
w llk

B
y
¥

OTHER
RESEARCH SUPPORT 0 0 3,42
COMPRESSED AIR 0 150 e
LABORATORY TOOLS 0 20 50 -y
EPRI N/A 0 0 WA

TOTAL 352,040  35X,045 $9,150 305,22

EXNIBIT 278, PAGE 3~17A SHOWS 31,419 FOR THE SUM OF THESE TWO AMOUNTS.

ASSUMING $13,449 ALREADY RECOVERED IN RATES.

FROM EXNIBIT 112 AND EXNIBIT 278, PAGE &4+5. EDISON OPENING BRIEF AND EXNIBIT &5 SwM:
310,082 FOR ELECTRIC TRANSPORTATION CAPITALIZED. ~

ALL REDIRECTED PRIOR YEAR EXPENDITURES EXCEEOING $100,000 PER YEAR SHOULD BE "ORSIOERED
AS UNSPENT IN THE ONE WAY BALANCING ACCOUNT,

IF EDISON IS ORDERED TO JOIN EPRI. 107
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. 'Edison requested-$10.971 million - in expenses and u.:»7
$11.067 million in capital-costs for.five projects (Commercial -
Demonstration, Commercial-Industrial: Demonstration, Advanced' . ::
Buildings, Technology Transfex, and the Customer Technology = '
Applications Centex, or CTAC): DRA recommended authorization:of
25% of Edison’s expense request f£ox the first three programs, zero
for Technology Transfer, and zero for CTAC. DRA criticized these
programs because they overemphasize"load:-building, mischaracterize
load factor benefits by building off-peak-load, unfairly emphasize
electricity over othexr enerqgy sources, and unfairly benefit . -
customers, not ratepayers. DRA also recommended that anynn i -
activities which involve direct-customer contact, including
technology’ transfer programs, should -be -in- deson S DSM budget, not
: In oxder to stress fuel use reduction over fuel“vnﬁmﬂ“
switching, we will adopt DRA’s expense recommendations, with two
exceptions. First, we will. authorize the requested $1.600 million
for CTAC. Second, within Edison’s capital request:i is™
$3.250 million fox 1992 capital costs.:' We:will allow 25%:of those
amounts, to be recorded as expenses. The record does not- support
capitalization of any of the requested capital costs,.and.expensing
of prior year expenditures would be: retroactive ratemaking.: Foxr
all customer energy technology expenses, ‘Edison.: should in future
years d;st;ngursh RD&D expenses from DSM.expenses, usxng our
announced gurdellnes.57 ‘Showcasing expenses should-be removed
from RD&D. : i T 1

-3.2 stome ) ali, nt
Edison proposes three projects undexr’ th;s program. The

total fund;ng request is $4 055 m;lllon Ln expenses broken down, by

57 Chapter 6, Section 6.1.3.1.
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project, as follows: NOx Rule Compliance,. $887,000;-ROG and Aix
Toxic Rule Compliance, $1,605,000; New AQMP Regulations,
$1,563,000. . Among the program’s objectives are demonstration of
technologies to reduce nitrogen oxides . (NOx). at: customer-sites;.
assessing, . anticipating, and providing input to air-quality. . .
regqulations; energy efficiency improvements which will-lead to.-
compliance with air quality regulations; and aid to- customers-in
reducing and controlling aix emissions. These objectives-will be
pursued by the identification, evaluation, development, and . ..
demonstration of state-of-the-art or: newly emerging aix quality
improvement technologies for appropriate large-scale transfer - to
customers. . - . T o O T TN G T

. DRA and other parties oppose.each of Edison’s.-projects,
alleging that the Customexr Air . Quality. Improvement. Program;is:-. . -
unfairly outside the scope of the utility function. DRA ,
recommended that Edison instead begin a- $400,000 program to provide
customers with information (not equipment or sexvices) on air. ..
quality and energy efficient techmologies. . = . ..ol oo

We are not persuaded that Edison’s.Airx Quality - ..

Improvement .Plan lacks ratepayex benefit. Moxeovexr, we believe,
that DRA’S proposal may be both too:limited in scope and .- -.: -
underfunded to achieve the desired- results. In D.90-09-045, an:
interim opinion in. our RD&D rulemaking, R.87-10-013, we stated:.

RD&D priorities and programs should considex-and: be
responsive to environmental concerns in the short-,
mid—, and long-term. RD&D activities should be -
conducted with a: particular awareness of: the need to-
address issues such as water ggd 2ir quality,. and
hazardous waste prevention. cer

We approve Edison‘’s funding request. Wefbeiieée”thaf the
program will provide short-texm response to environmental problems
B . R . L. . LR e, D L NI I
in the South Coast Aixr Basin. We caution Edison, however, that in

BT IR

=8 37 Cal PUC 2d 390, 397, Appendix C (1990).

- =109~ =
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undertaking the program it.should be mindful.of;our: goal,; restated
in our DSM Rulemaking and equally applicable here,.of. encouraging
enexqgy efficiency and,energy,conservation,?g,,Edisonxshoulduw.
refrain_from~activities_and~project,implementation.whigh;mayh,m”
frustrate those goals. T e e ey

h s i ) . e N o

.- Edison requested $16..724 million in expenses and:

$24.591 m;ll;on in capital costs for RD&D programsrto-lmprove
efficiency and reduce costs at Edison’s operating- facilities. ..
There are nine projects. DRA does not contest Edison’s, requested
expenses for seven of them: Netcom, Distribution-Hardware, Digital
Protection, Controls and Diagnostics, Advancedeommunieationsg
On~-site Generation, and Advanced Concepts.. For. those:.seven:
projects we will authorize Edison’s: requested expenses and the
expensing of the requested: 1992 capital.costs.. The-eighth project

~1s Distribution Automation, for which Edison seeks. no expenses.,.-but

requested $750,000 to recover capital costs made prior to-1992.- We
deny that request. .:wgﬁéﬂdw
Edison’s final request in this area was.foxr-..-. = - .
$10,877 million in capital. costs. for the TI/PV project. The
recoxrd- shows that Edison plans to expend only $2.700 million in.
1992, in payments to Texas Instruments Incorporated, its joint .
venture partner. DRA recommended no capital funding in 1992, -
because Edison does not own the;tangible,assets.,Arfuthe Commission
approves the project, DRA .recommended expense amortization over.
three years. DRA’s opposition is based on the. inadequacy.of. ..
supporting- infoxmation from Edison.... This project.arrived in the
GRC after commencement of hearings, and the only information.
available was a short press release. We deny ratepayer fundxng of
this project because: (1).supporting information is inadequate,

.-J{YA

59 R.91=08-003, I.91-08-002, Appendix A, p.5 (m;meo).
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(2) all.but: $2.700-million was expended: prior®to the ‘test"yeaxr,-
"(3) the"remainder does not qualify for capitalization because the
assets are not owned by Edison, and (4) Edison’s”request’ arrived
late,; despite explicit Commission” warning in Di87=125066. -+ " 7

A . o e e e

Edison requested $7.519 .million in. expenses™and... ...’
$9.598-million 'in capital costs-for energy management: improvements
at Edison’s-production facilities. ~Only' $50,000 of-the’capital:
amount is for 1992 expenditures. DRA recommended ‘approval of only
" of the expense amounts. We:will approve all.of.the’ requ‘este'd“"”"
- expenses-plus-the 1992 cap:.tal amount, to~ be expensed— £or
ratemak:.ng purposes. A TV N i A
3.5 - nta al A A R L NP R TE S S VLN S
Edison requested $7.601 million’ in’ expenses,” and-no< "
“capital’ costs, for five projects aimed- at’ long-term environmental
Viresearcu:"Funding4for~thése*projéct5awa53redﬁcéd“ih?ISSO;WBﬁt“DRA
supports- Edison’s return to a Strong program. We w:.ll approve ‘the
expenses. ST TALE Tl
8.3.6 Electxic Transportation - - RS
" .In discussion of plant -additions in Chapter-6, Section

6.1.3.2, we have denied capitalization of Edison’s’ requested-$7.379
million for electric transportation projects.. Of that' amount, -
$6.298 million was expended from 1988 through 1991 for electric-
vehicle development. According-to a May 3, 199‘11-3'a'greém'ent5'°@ oo
between Edison and DRA, Edison’s revised request for electric ™
transportation RD&D is to- recover $2.108°million in test-'year™ -
expenses and to retain or recover $20.828 million’in' priox®year:
costs (now that capitalization of the $7.379 ‘million-has”been-"-
‘denied). Other elements 'of the agreement are treatment of- electric
transportation as a separate RD&D program, fund- shifting“rules,” and

60 Exhibit 112.
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a $2 million limitation on DSM funding.for:-electric vehiclke:-: .-
programs. DRA proposed.amethod.tocreturn unrecovered: portions: :of
the $20.828 million to Edison through:a debit to.the Electric
Revenue Adjustment ‘Mechanism '(ERAM) balancing. accounty oo~ .7 0
"TURN opposed the.agreement between Edison-and :DRA,  foxr
two reasons: .Pixst, Conclusion-of-Law 71 in.D.87-12=066 fixed .
maximan electric transportation-expenditures-at- $100;000 pex-yeax.
Recovery of prior year costs above.this .amount contradicts explicit
Conmmission. intentions. Edison believes that fund:shifting rules
allowed: it to supersede the:.conclusion-of law.. Second, TURN. -
. ‘claimed that the'requested recovery of prior year-expenses -is: . .
retroactive ratemaking because the expenditures were not. authorxzed
- when. they were incurred. ' " . T Louor e Ly oL Dl aon
-Although .it had no'explicit authorization from:the -
'Commissxon,.deson presented. evidence that it sought Commission.
guidance when it shifted RD&D funds to: electric vehicle programs.
Edison specifically referred-to:. . (1) Finding of Fact 139 in
D.87-12-066, which allowed Edison to~shift RD&D programs., :(2) a-
letter to Edison from Commission’President -Stanley-Hulett,..in.which
he stated- his position that Edison could: allocate.monies within its
existing RD&D budget for electric-vehicle research and- .
demonstrations, and that President Hulett and Commissioner. Donald
vial agreed that Edison’s electric.vehicle expenses-were., 2
reasonable, (3) a letter from Acting Executive.Director Wesley: .
Franklin to the California-Electric:Vehicle  Task:Force, supporting
a task force report in principle, (4) notice to.the Commission: in
RD&D status. reports that Edison.incurred:electric:vehicle-~capital
"costs '0f.$2.202 million in 1988, in excess of: authorized. amounts,
and (5) informal discussions: with .DRA and the Public-Staff:Division

"0 (PSDY).,  its Predecessox .l L. UL STy vl oy

We conclude that recovery of Edison’s prior year electric
transportation costs in test year rates would be both unwise and
inappropriate. However, with respect to retention of any such
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costs already recovered:in:rates, welreject the notion that these
‘amounts -should-be returned to-ratepayexrs. . ooir AKT LaasTeoo
Although it is true:that Conclusion of Law 71 :in<>
D.87-12-066 authorized:$100,000 of funding for -electric. «. .- -
transportation RD&D, Finding.of Fact .l39. in this same decision
allowed Edison to make RD&D program changes without Commissgion .
approval. Subsequent to D.B7-12-066, the Commission-issued. ;. -
D.90-09-045 which dealt:with.the:regulatory:treatment of RD&D in
the electric and ‘gas industries.:. In.D.90-09-045.the Commission:
reiterated the theme of utility flexibility in- RD&D programming. and
budgeting. The Commission :also- spoke of :the need-for greatex RD&D
flexibility and. adaptability to respond to the.increasing:. .-, ..
competitive and environmental pressures faced by .energy-utilities.
The Commission went on to.state. “that RD&D programs .can and should
be a valuable resource for utilities as they face.... the:need to
respond to the envirommental challenges of . the future-461 el
Cleaxly, environmental: degradation caused by -internal:
combustion vehicles is a contributing source to air emission™- ..
problems in the Edison service territory.. Electric.vehicles:have
the potential to be a partial answer to- 'the environmental.concerns
in this area. 'To the extent that RD&D efforts in.electric.vebicles
move society closer to the day that:this technology is:a:viable.
market alternative, utility expenditures certainly fall.-within the
environmental goal as part.of the Commission’s RD&D: objectives.::
In determining whether Edison had:the ability to shift
RD&D program funds into electric transportation, -we conclude. .that
although no explicit Commission authorization was. ever; granted,:
~there is-sufficient evidence to indicate that Edison. had:received
Commission guidance to reallocate: funds. into the’ RD&D-electrical
vehicle program. We reject the ALJ’s interpretation- of:Conclusion

61 [37 Cal. PUC 2d 390-391 (1987))
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of Law 71 in~"D.87-12-066 that:the $100;000./authorized was a maximum
limit that Edison could spend on its electrical vehicle.:xWhen read
in - ‘context with Finding- ¢f Fact 139-in D.87-12-066/and . with~.. -
D.90-09-045, it is not at all cleax that the Proposed:Decision’s
absolute- characterization of Conclusion of Law 717is warranted. As
such, in keeping with the Commission’s statements:on thel:role of
RD&D in responding. to the. environmental challenges: faced by the
citizens of this state, we will not penalize Edison' for the. $13.449
million prev;ously spent and recovered for the:electric vehicle

- program.’ T . s R L T S NP PP

In their comments' to the ALJ’s: Proposed Decismon, both

TURN and DRA pointed out evidentiary.conflicts in*the-ratemakmng
status of the requested  $20.828 million in prioxr yeaxr . . ... L:u.
expenditures. The language of Exhibit: 112 suggests’ that none of
the amount has yet been: recovered from ratepayers...TURN believes
that all of the $20.828 million has been recovered in rates, by
shifting of RD&D funds previously authorized for' other purposes.
DRA believes that $13.449 million has already been recovered, and
in this proceeding Edison" has.sought “to. xrecover ‘the xremaining
$7 379 million. - R T THENIICE I DU Fr BT

- We agree with DRA!s-Lnterpretatxon.of the past:ratemaking
recovery ©of the $20.828 million Edison has spent on this:progran.
Therefore as we have stated above, we will not. penalize!Edison-:in
the amount of the $13.449 million already expensed-and collected
from ratepayers. The $13.449 million must be excluded from.. .- .
historical recorded expenses to.remove its impact from future .
expense estimates. Furthermore, we will allow meither ...: Ixv:
capitalization nor expensing of the:.$7.379 million-of prxevious
expenditures that Edison regquests be recovered :in:future rates.-

S e -
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We-will authorize, the agreed upon..$2.108:million.fox: test . ‘

. year ‘expenses,—and we will . adopt.the-conditions-on program scope,
reporting,. fund shifting, and:DSM:budgeting that are.contained-in
Exhibit 112.. We note that Exhibit 112 refers to "CEC’s DSM. . .
. testimony." .That testimony was-received-as Exhibit-41l.. .. ..
.3.7 ~Othex BT S0 L S TN O 0 AN LIS S T
. " Edison requested.$3.062-million: in expenses  fox- research
-support. “DRA does not contest:the. request, -and we- will adopt it.

. Edison requested.$150,000 in, 1992 capital.costs.for a.
compressed air storage program. DRA opposed the request,.pointing
out.that the project would.be built; only if Edison’s. proposed
mexgex with SDG&E was: approved.. - The mexrger will: not-go through,
and we will not approve the. capital cost. .. T N T

. Edison requested $260.,000- in. capxtal [-{-1:34-3 for~laboratory
tools, of which $50,000 -is planned.for 1992.. We deny ;

cae
TR ;

~capitalization of costs prior to 1952 due to. xnadequate ev;dent;ary
support.  We will approve the 1992 -amount, but: it .should- be::

»expensed ‘not capitalized. " - SR

~In its GRC application, Edlson d;d not request test year
fund;ng for membership in EPRI, but it requested authority to 'seek
additional funding in the "$12- to $l3million range" in 1993 and
1994.. This request was contingent: on Edison’s:negotiation..of EPRI
policy changes that would allow for revised dues, .utility.... . .-
discretion over  EPRI funds, and changes to EPRI’S committee |
structure. -Edison was previocusly an EPRI member,.-and.the. ...
Commission allowed 1988 test year funding of $17.679- mzllxon for
EPRI dues. . However, Edison withdrew from EPRI in mid=1989.. - ..

' During Phase 1 hearings Edison . revised its pos;tlon -
Edison now intends to rejoin EPRI, effective January 1,..1992,...
contingent on ratepayer funding of Edison’s other RD&D programs.
If the Commission approves funding "near the $55 million level,"
Edison will rejoin EPRI and pay its dues out of funds redirected
from other programs. Edison testified that although dues are about

R, ‘ c. . o " IR -
. . PR . LA . .
v W e ' L PP " .
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$18 million, Edison would have control-ovexr about:$8-million.of
that: amount.. : Esgsentially; EPRI.would spend $8:million of Edison’s
dues to:perform RD&D work now. planned:by Edison. :‘Thus only. = .
$10 million of Edison projects. wouldfbe«eliminatedﬂby*joiningﬁEPRI.
‘DRA opposes  this contingent request, ‘characterizing it asv: :
blackmailing.the Commisgion.. .= . ooclooms o0 G holul Lol

"Edison’s request.for funding:-of:EPRIzdues came:very: late
in.the proceeding.- Up to this.point,. we have approved: oo, :=-
$45.059. million in expenses. and no capital.costs for Edison’s.  RD&D
programs.. We will not authorize.an additional $10-million:to-bring
funding up to the $55 million level, in:hopes that:Edison:will. 4doin
EPRI, nor will we oxrder Edison to:join. . Edison apparently:does not
believe that EPRI membershipais,necéssary; or it:would make-a- . .
stronger commitment to joining,:and:the-Commission should-not: ..
authorize unnecessary expenses.  We decline:further consideration
of test year. expenses that are contingent on Commission approval.
If Edison chooses to join EPRI it may.do so, but if: it-will.pay-
EPRYI dues through redirection of authorized RD&D funds, it . must
follow. the announced fund shifting:procedures. . .. -

~ ~The adopted RD&D- expense.level is. $48.714 mildion-.(in:

1988 dollars), which is 12.2% higher than authorized-1988:expenses
and 69.6% higher than 1988 expenses: exclusive of 1988 EPRI-dues.
No capital costs are approved.. In its>next GRC:Edison: may: again
seek capitalization of tangible plant’ purchased. in priox:years,:but
such a request will be granted only with. adequate proof-.that the
plant is used and useful . meetsiRD&D- capitalization guidelines,  and
has been properly depreciated into the GRC -test year.. -: - 2%
9. Othexr Revenue Rggg;;ggggt Issues - 7 . O om0
9.1 " Revenue Credits - .. - .

Revenue credits are appl;ed aga;nst utxl;ty .costs. .in.
determination of net revenue requirement to.bermncludedymnmrates.

o oo B [ . Lt . e S T e
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i P -~ tem 8 Revenue SV s L nmlo s ol ol oo
~ Qff-system sales are.contract.: sales to. othexr utilities,
excludxng sales for full or-partial - requirements customers: . In-
'D.90-22-021 the Commission:approved a settlement between’'Edison:and
DRA for. Edison’s.revenue requirement in attrition year.1991. .. The
settlement included a provision that non-fuel: revenues. from off-
system sales would be credited:to Edison’s. ERAM account rather than
included in rates on.a forecast basis. . (Fuel-related:revenues:are
credited to the ECAC account, in accordance:with FERC: rules. ). The
Commission also referred.the issue. to this GRC.. Edison. has:
requested that non-fuel revenues.continue to: rxeceive: ERAM.-
treatment; and DRA concurs.. . According to-Edison, it.xretains an.
incentive to maximize off-system sales, to keep rates.low..:. ' .
Although. there was no'.testimony.on incremental O&M expenses: - . .
associated with off-system-sales, in its:opening brief Edison- . .
-proposed that three mills per kWh be excluded from the ERAM.:
credits,  giving deson a furthex incentive to maximize off-system
sales.’ A : LT e e e .
We will allow: continued: ERAM treatment of‘non-fuel:“”
revenues from off-system sales, under two conditions..: First, .
Edison: shall continue to. forecast off-system sales revenues in ECAC
"and GRC proceedings, so that:the ERAM balancing rate.can be reduced
in anticipation of off-system: sales revenues. . Second, the:ERAM.
credits.-shall not be reduced for incremental O&M .costs..:B In Exhibit
84, Edison requested that the ratemaking: treatment fox off-system
sales adopted in D.90-12-021 should be continued, and the -
settlement approved in D.90-12-021"contained. no: provision for
Edison to retain incremental: O&M expenses.. . =~ . -roo- =
.2 __Account 4 154 aneous Revenues. = oo oo et
DRA recommended that the forecast of Ed;son,Sxtest year
miscellaneous revenues be increased by $8 million, to include sales
- of obsolete materials and supplies, specifically non-depreciable
materials and supplies. Edison argued that such an adjustment

[ e
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" would be:double counting of the same dollars, because: proceeds.from

the sale of materials and supplies: are booked to. FERC:Account:108,
which increases book depreciation reserves and-eventuvally'lowers
rate base. The record evidence .on this. dissue is not  absolutely

‘clear, but DRA® has not convinced ug that: the: reduction:to:.Account

456 Ls-necessary R e

‘ - 'FEA .xrecommended: that4$6.3l3‘mllllon.be adopted for.test
year miscellaneous revenues, based on recorded: 1990 .revenues and an
Edison data response which .indicated that such costs are:normal and
are expected to continue in 1991 and 1992. - Edison responded that
its estimate of -$2.6 million, which was based on 1989 data;: is: more
reasonable because the later data included. nonrecurxing revenues

- from insurance claim paymenta;ﬂfThérevidenCeG? shows: that  Edison

has given FEA one explanation and ‘the Commission-another: - -
explanation. "We will .adopt the average of- recorded: revenues: in.
1989 and 1990, adjusted to-1992-dollars for nonlabor. escalation.
The adopted amount is 34.713‘mlllmon, ‘which is' $2.113 million more
than EdLson s est;mate. BRI " R
.1.3 Othe nu
Since 1989 Edzson’has read gas.and electrxc meters for
the Cxty of Long Beach. In Lts GRC appl;cat;on Ed;son estimated
test year revenues of 3833,000 for-th;s sexv1ce;a Based on later
data, wURN recommended $1 444 million ;n revenues. Edison now
accepts the hmgher fxgure.
Edason also, conceded 52‘27 m;ll;on 1n~1ncremental
revenues for late payment charges,» in response: to a DRA
recommendation. . . R i - -
To determlne~CPUc,jurmsdzct;onal rates, Ed;son S revenue
requirement ‘must ‘be allocated between ‘retail customers, whose rates
are regulated by this Commission, and wholesale customers, whose

63 Exhibit 424, page 23; and Tr. 25:2232.
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rates are regqulated by, FERC. -.There: are no disputes. concerning.the

. ivarious: costiallocatiom factors.. [«run . Lol T mnsn P el Ly oue

2&2__!aﬁg_gggigg£§m\ R e D TP S
e - InD.87=12-066, Append;x»A,Jthe Commxss;on app:oved » MAAC
proceduxeer;nclud;ng,theumdentxfxcat;on,othnACLprojects in. GRCs.
In D.91-04-070 the Commission authorized MAAC treatment.for two.
capital projects, the California-Oregon Transmission Project (COTP)
and installation of selective catalytic reduction -(SCR)-:technology
at Edison’s Alamitos Generating.Station, .Unit 6 -(Alamitos 6). . On
the last day of Phase 1 hearings Edison withdrew -its: request for
the'COTP-rproject..G4 Edison estimated. that the Alamitos. 6: project
will go into sexvice at. the end of: 1993. In Exhibit: 119.Edison
proposed. criteria for verifying when the-project goes -into service.
Edison estimated the project will. cost $55.970 million, with . .
associated investment-related revenue requirement of .. . - .
$10.980 million and annual noninvestment-related (0&M). expenses of
© $61,387. Edison seeks the following xelief: .. - . . .- u..

1. Approval of the following in-sexrvice ' .:u:u. .
criteria: (1) when physical lnstallatlon of .
the SCR system is complete, (2) when - :

- startup, commission, testing, and . -
calibration of all critical elements of the
system have been completed, and (3) when
operation and maintenance of the systemAhas
been turned over to Edlson s Power Supply
Department.

s [P I

~ Recovery of $61,387 in non-;nvestment— o
related costs (plus franch;se fees and
uncollectibles). . nv.oo o Lo

Approval of $10.980 million as the ‘révenue
requirement . for investment-related costs,
~and inclusion of 75% of this amount in =

ey e T

64 Tx. 56:5706.
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interim rates, to.be.credited.to the MAAC v lmo o
account for Alamitos 6..... .. .. Lo

Pra—

.Authority to- file an-advice letter on- the IR
in-service date, effective on that date, to .
lnclude Alamxtos 6 1n deson s’ MAAC tar;ff. '

Authorrty to frle a second advrce letter
implementing interim rates at the time- of~

the next regulaxly scheduled base:ratezox. .~ .. .. .
ECAC rate. change followmng the ;n—servrce o
date. NI

”Author;ty o f;le, within,six months of the” o
in-sexvice date, an’ applicatron seek;ng T
base rate recovery of: the ¢costs. of the-
project, including reasonableness of e
capital costs and amortrzatron of MAAC o
account . balances.: SR TR S A B
DRA agreed to Edison’s” proposed MAAC treatment £or
Alamitos 6, except that Edison should- not be allowed additional OsM
expenses. According to DRA, O&M'expenses are ;ncluded in test year
estimates and should not recelve specral treatment ln attrrt;on
years. . RO KA il -
We will approve- ‘Edison’s’ proposed MAAC' treatment for'”
Alamitos 6, except that: (lj incremental’ non-;nvestment-related
costs shall not be authorized, (2) interim rates’ shall “be ~'$0. L0001
per kWh, based on the adopted sales forecast, and” 03) ‘interim -rates
shall be reduced by 5% annually to’ reflect the reductron of revenue
requ;rement as the asset is deprecmated. e SRR
2;3. -attn-:!-;n .. . N B .
' ‘Edison and-DRA" drspute ‘five issues’ relat;ng to-attrition
adjustments in"1993 and 1994. m"“ff”W‘""' R T DERE

- S T %
O

S Y P

65~

“In D.82-12-055 the Commission authorrzed Edrson to

PR AR P e PRI PRI SN .'_'.A,C,. P _‘,..,',,,",_‘

adjust xts attritron year plant addzt;ons based on seven years “of

65 10 Cal. PUC 2d 155, 275 (1982).
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recorded data for plant: addltlons >per: addltlonal customer,
excluding major plant additions:”" In GRCS sinc¢eé then Edison has
computed yearly plant additions: per. additional customer and
averaged the seven values, wrth adjustments for Lnflatron. In this
GRC DRA proposed a new technlque. DRA recommended that the total
plant addrt;ons over seven years be dlv;ded by total customer
add;t;ons, repluc;ng Edison’s. method of - averagrng the ratios from
individual years. DRA’ cla;med that its techn;que. (1), was adopted
in the 1991 attr;tron settlement, (2) will smooth out data
fluctuatlons, and (3) wzll reduce ant;crputed attrxtron year plant
additions in thls GRC. - Ed;son opposed ‘DRAS scheme, and
recommended retaining its. own method.: We. accept DRA’s argument
about smoothing of data, which the Commission cited in D.82-12- 055,
and we will adopt DRA’s. technique.
=3 _Smal ‘.N 'R. 'om” x - .

_ - In addition to trended plant addxtxons, Ed;son requested
an extra $2. 932 million in 1993 and $14. 098 mrll;on,xn 1994 for 13
small NOx reduction projects. DRA opposed these costs, cla;m;ng
that they are included in other estimates of projects,costing less
than $10 m;llron.~ Edison. bel;eves DRA'S. recommendatron is unfair,
because Ed;son s estrmates of projects under $10 m;ll;on have ‘been
adjusted to exclude several ;dent;f;able projects.- S

The attrition. mechanrsm is zntended to. allow for

reasonable escalation of costs_in the absence of full annual
review. There are two ways for utilities to add to attrlt;on.year
. rate.base: .in separate applrcatrons for majox projects,'and
through trendmng of historical data for smaller projects. . As. the
Commission stated in D.82-12-055, in response, to Edison’s request
to.include budgeted.plant additions. rnxattrrtron.year rate base,
;"Ed;son s_approach would, .in, effect, -requirxe calculutron of an.
additional set of test year results.” We will not expand the scope
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of GRCs by allowing individual plant-additions:intolattrition.-year
rate base. . This polmcy was - affirmed in:D. 85—12 076..66
=3.3 Nuc X : ntation A T S
Edison also requested speczaluattrition“yeariplantmﬂm
additions for anticipated 1993 and 1994 deferred debits related to

nuclear design .documentation. We deny Edison’s-request, for the

same reasons cited for small NOx .reduction projects.a»m.»ﬁiﬂ T
9.3.4 Health Care Escglat;gn-; DI I R C R R A SV S R
‘ - Both Bdison and DRA proposed that “Edison be allowed ‘to
increase. health :care revenue requirement using an.escalation factor
higher than .conventional labor and nonlabor escalation factors.
However, the parties disputed the- approprlate‘1993'and 1994 values
of the health care escalation factor. N
-Although we agree with the. part;es.that health care costs
are increasing faster than other costs, we will not approve a .
separate health care escalation factor because the partiesg”: .
analyses are fundamentally f£flawed.. The escalation. factors used for
labor and nonlabor attrition are derived from data bases. ‘which
include health care costs..  If health care escalation is: to:be:
authorized separately, then the. labor and nonlabor .escalation:
factors: for other costs must be adjusted to exclude: the: effects of
health care escalation, both in weighting for health .care’costs: and
removal of health care escalation from published. price-indexes.”
Neither Edison nor DRA: has made the necessary adjustments, and we
suspect that those adjustments might be-cumbersome. . If Edison .
wishes to revisit this issue in.its next GRC, .it should: keep. in-
mind: that. simplicity of escalation calculations.-is.one of..the:basic

ey

virtues of the. attrition mechanism. .= = Ll LSOl e

66 Conclusion of Law 2; 19 Cal. PUC 2d 453, 477 (1985)."
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"Edison xequested rate base: addxtions of: about»SZ 6

million in 1993 and 1994 for - increased-DSMr-efforts.::
these increases, consistenm:withiadoptedvattritionnpollcy.
9.4 Summaxry of Eaxnings . . LU0 oLuoiti swloundhl

© « - Summary of earnings tables :for test year: 1992 are: shown
in Appendix D to this decision.  Attrition year adjustments are
shown in Appendix E, without adjustments fox Cost: Containment. ”
DRA’s summary. of earnings tabless7 ‘'show line item adjustments for
‘salary reductions, an information-services adjustment, Cost ..
Containment, and productivity. - Where applicable, adopted - .~
adjustments in these axreas have been absorbed into individual. .
expense functions in Appendix D. - . o ciun Lo o0 L
o ; The principal outcome ‘of Phase 1 -is :authorization of test
yeaxr 1992 revenue requirement. When A.90~12-018 was filed, Edison
requested -an increase in ALBRR of ‘$173.14) million fox Phasel,:
effective Januaxy 1, 1992.° At the time briefs were filed:Edison
had revised the requested. increase. to .$191.364 million. DRA . ..
recommended a revenue requirement $274..099 million. below Edison’s
request, resulting in a net reduction in ALBRR .0f.:$82.735 wmillion.
In this decision Edison’s ALBRR is increased by $53.346. m;ll;on,
relative to the ALBRR effective December 31, 1991. - Tl

. oordination with Qthe in RS R

Rate revisions will not be ordered in Phase 1 of this-"

GRC. The revenue requirement revisions' ordered in this: decision
will be consolidated with revisions from other proceedings, .. .-
including ECAC and cost of capital changes, and rates will be set
in A.91-05-050, Edison’s current ECAC :application. .= o mrurxiv

67 Exh;bip'ZQ§, Chappe;‘;ﬁ,*
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"Edison presented. preliminary. revenue consolidation :.. .7
exhibits: in' its "Phase .l testimony.. These tables have been: useful
to the Commission. Edison should file-similar: information in: -’
" future GRCs, ECAC applications,:and-othexr proceedings rin:which«
rates ‘are revised, to demonstrate to .all parties where- specific”™
revenue requxrement revisions fit in with revisions:in-othex ~» o
proceedings.. - T S e ST I R LN B

Edison”s next GRC should be filed-for:-a 1995 test- year,
based on recorded operations thxough-1992. “The.GRC:'shouwld-be
processed -according to the Rate Case/Plan.: :. .= oo lalmlwued
9.6 Capital Budgeting e e

In Phase 1 we have seen three separate - instances of" .~
capital budgeting by Edison.in advance of. justification of
individual capital projects:. (1) refueling costs At SONGS,: ..
(2) plant.additions by APS at'Palo Verde, and (3) .information.. :
services. We are concerned-that Edison may.be:imprudently: . ..
authorizing capital projects without: adequate justification. .. . -
Cextainly some capital projects-:are .needed to-replace.retired plant
and might be  justified by historical trends, but even-then-the
exact plant items may not-be replaced, because.retirements present
utility managers with opportunities ‘to.plan-for future expansion.
0f greatexr.'concern are expansions.of‘function (e.g. s information
sexvices) or utility capaczty (e g ,~transmission ‘and.distribution
substations). . et e m e

In its next GRC.Edison.should present testimony on its
management policies and practices for:planning.and approval of .-
capital projects, including: budgeting processes;:distinction.:
among: replacement, expansion, and new- functions; timing of
approvals-and project justification; and-comparison:with:.the. .2
budgeting policies and practices of.unregulatedfcorporatiéns;mrt

.7 ers-Palo Verde W d '

In 1985 Edison filed A.85-12-012, seeking a CPCN for a

proposed second Devers-Palo Verde transmission line (DPV2). In

S, e L
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that -proceeding ALJ Randolph Wu. issued'a:ruling stating that the
Commission may consider a disallowance -of cextain regulatory.costs
incurred for- *work which was pexformed but is now useless due to
concealment. of [a] 1985 letter agreement" between Edison and LADWP.
The application is. still,openi and Edison. estimates-project. .- -
completion in.1997. - - = w LTl L D o
DRA recommended in thls proceeding that the Comm;ss;on
close the DPV2 work ordexrs as a penalty for concealment of the
letter .agreement. Edison argued-that:A.85-12-012:is- the::.
appropriate proceeding.to consider. disallowance of DPV2: costs.; We
concur with Bd;son. R AL
:In-A:89-10-001.the Commission:is: cons;derzng the-costs of
Edison’s high voltage dirxect current:(HVDC) transmigsion.line::-:
expansion-project. According to DRA, Edison has stipulated-toian
$80.0 million cost cap, and test yeaxr:-capital costs-of $5.3 million
will bring ‘Edison’s total: expenditures:up- to $77.7 million;.close
to the cap. DRA requested that-in future proceedings.Edison:be .
required to. identify all additional 'expenditures, to..ensure:that
the  cap is not exceeded.. Although~Edison has listed base-rate:.
xevenue:requirement . for the HVDC.expansion project-in:-its.revenue
consolidation testimony in Phase: 1, it.is uncertain.whether: -
A.89-10-001 will be resolved prior to. the GRC test.year. . A .- -
settlement was filed in February 1991. ComIro L
" We:accept  DRA’s.recommendation.: Edison should report
total project capital~costs:in its next GRC. rwjuuﬁwg S
. zardous Wast na DL T lLuLuna aenontons Dad s
" In-its:last GRC.Edison requested:and was~authorxzed.
$11.7 million for a program to:replace underground storageuui,u
tanks:se‘ That program. is:still underway. »EdigonvaLSO«reques:ed
A L WA RRPT A S DDA S Pt A

[ .

e e e

68 D.87-12-066, 26 Cal. PUC 2d 392, 458 (1987).
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base rate?fundingwforlauprogram3to?mitigate hazardous residues 'at
- sites of manufactured gas plants, which operated:from-theclate:”
1880s to the ‘early 1920s. - Edison acquired several-ofithese”local
companies and eventually incurred substantial“cleanup liabilities.

‘The Commission did not approve-Edison’s-original request.
Instead, Edison entered into-a stipulation with-PSD totestablish
memorandum account treatment for hazardous: wastes.:. The-Commission
approved the stipulation, and. Edison’ is now-authorized.tolrecord
hazardous waste expenditures in memorandum accounts' for eventual
recovery in rates following reasonableness reviews..  The.accounts
are established by advice fxlings, in accordance with..rules:adopted
by the- Comm;ss;on.sg,ﬂ, o mD e e T e L o Lacnas

In this proceeding Edison requested thatcits memorandum
account authority for hazardous waste- costs be continued, and that
similar authority be granted for expenses’to comply-with: pending
storm water discharge regqulations promulgated by the U..S.. =7
Environmental Protection Agency. DRA: agreed: to Edison’s: request
because accurate forecasts of these.expenses are not. possible. '’

Memorandum account treatment of: these costs. is.m . A7
reasonable, and we will extend Edison’s existing authority.through
the end of 1994. However, we note that hazardous: waste cleanup’
costs are liabilities associated with: ownership of utility. =
property, and the costs are recovered entirely from ratepayers.. In
future review of gain-on-sale of utility properties. we will. inspect
the balance of risksﬂand-rewardSJwithrhazard0u3¢wastesIinwmind;*

. ina osts - . G T T AT R A B AR A

- Most marginal cost issues. have been resolved in
~uncontested-additional joint testimony by the>parties:that.. .
submitted: testimony on-marginal. costs. Two: issues’'should 'be: . °

PR S

e

69 D.87-12~-066, 26 Cal. PUC 2d 392, 458 (1987); D.89-01-039,
27 Cal. PUC 2d 576 (1989); D.89-09-019.
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-resolved. in Phase l: -gas: price;method,:and. thesneed, for:az .«
transformer cost study.. Sevexal-other issues.have:been resolved by
the parties but may be revisited in.Edison’s next GRC.- ~z :77-.
» . int_ Testi 1 ; T AL SRR S
‘ - .Six of the seven parties-that served testimony on
marginal ¢osts also served "Joint Testimony on-Marginal Costs,”
later received as Exhibit 113.. The joint parties are Edison, DRA,
TURN, Califormia Laxrge Energy Consumers Association (CLECA).,:FEA,
and IU. In Exhibit 113 the parties agreed: to a:method to-calculate
marginal costs.. Actual marginal energy costs will depend-on:: -
natural gas prices adopted in Edison’s ECAC proceedings,. and all
marginal costs will depend on operating expenées adopted: in-
Phase 1. No party contested the joint method.
The major elements-of the joint method are: .. AR
(1) calculation of-marginal transmission costs from:an.Edison ' .
regression analysis, (2) retention of current: costing periods, -
(3) . assignment of line transformers to customer:CosSts,~Not . ...
distribution costs, (4) annual cost escalation of 5%, (5) use of
DRA’sS marginal cost incremental enexgqy. rates:- (IERs). during this GRC
cycle,. (6) determination of gas. prices.in ECAC:proceedings,: ... -
(7) deferral of disputes over six-year averaging of marginal costs
to Edison’s next GRC, (8).deferral. of disputes: over treatment: of
gas-demand charges. to Edison’s next GRC, (9).revision of adopted
. marginal costs to reflect Phase 1l resolution of various-operating
expenses. (plant.loading, working capital,:and: O&M costs),.and. (10)
resolution of methodological issues in GRCs. Centmees 0
Wewwill adopt the- joint marginal cost method in Exh;bmt
113 without rxevision.  The CACD has applied the; method-to.adopted
Phase. 1. operating expenses, using TURN’s- value-.for; City.of:Long:
Beach meter reading revenues and the example gas price in Exhibit
113 of $3.35 pexr decatherm. The resulting marginal costs are shown
in Appendix F to this decision. However, one important

-~ .
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clarification is necessary, concerning the method forrcalculating
gas price.. oLl onr T ool Uoomon v, aatmar 0w
2. ce Method: "o LUl rnonsn Lt Danimusd Lo .

.- % .The parties-disputed how to calculate:.the:marginal rgas
price used-as an input to marginal-enexgy-costs. .cEdison believes
"~ that an average ‘marginal cost from-all gas sources.is appropriate,
to be determined in Phase 2 of this.GRC.because:parties have:not
had adequate opportunity to address.the issue. . .CLECA.and IU
‘believe the issue should:-be resolved in:Phase’ 1, and that .the. -
method used in- Edison‘s:last ECAC proceeding . should-be.retained.
Undexr that method, construction of marginal gas. price has three-
elements:” (1) the price of gas delivered:to the:relevant: - .- =
interstate pipeline, typically a spot:market:price, (2):interstate
transportation costs, and (3) intrastate.transportation .costs. for
service by Southern California Gas Company (SoCalGas).: TURN - ..
believes that this issue should be: resolved-in' ECAC: proceedings.

' 'We agree with IU on construction-of: the gas:price-used to
calculate marginal energy costs. . Exhibit:1ll3 clearly states:that
methodological issues should be resolved. in GRCs,:and:.in:this GRC
Phase 1 'is the forum for marginal: cost .issues...The . basic choice in
determining marginal gas cost is between California border- prices,
supported by CLECA and IU, and prices from all. sources,:supported
by Edison. No party has presented testimony. on weighting of:-- -
maxrginal costs by the likelihood that individual: gas- sources-will
be the marginal supply, similar .to. production: cost modeling. of. .
electric utility dispatching operations. . We.are left  with--. -
interstate supply as the best available proxy for. a marginal:-gas
source. We agree with IU that. intexstate supply . is. aibetter:proxy
than an average of all sources. : For this: GRC' cycle, -we -adopt the
- three-part construction of marginal 'gas costs -suggested by IU.. -
ECAC proceedings are the proper forum for determination: of the -
three cost elements, but not of the method. .. S =
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The parties have agreed to defer to Edison’s next. GRC:
several marginal cost issues: DRA’sS proposedus;xﬁyea;mqugggﬁng of
marginal: costs, assignment of line.transformex. costs.to customer or
distribution costs, and-inclusion of.gas-demand chaxges..in marginal
gas costs. -We:also-defer furthex consideration of-the. appropriate
marginal source of gas supply.. o o T F a T seeamesay o

‘We 'note that the- adopted: method anludes aapresent value
calculation over 30 years, at a.l12% discount rate:and-.5% inflation.
The resultant marginal costs:are.very sensitive to- these rates..
For example, a 1% change in either rate-can change:marginal-.
generation- costs by about 5%, and marginal transmission.and-... .
distribution costs by 10% or more.  InCreasing-the. discount.rate
raises marginal costs, but increasing the inflation-rate. reduces
marginal costs. Because the'discount-and the -inflation:rates-work
in opposite directions, marginal costs. are particularly sensitive
to the difference between the discount rate and the .inflation rate.
In future proceedings parties. should pay -careful:attention to . -
assumptions.- about the difference between the two: rates.. : .- -

TURN has. agreed to include line transformer costs in.
marginal  customer ¢osts, but it proposed that thevmarglnalwcostgof
transformers should be the lowest available capital cost.-

According to TURN, any additional-cost- is justified by 1ncreased
energy  efficiency, not by the marginal .cost of either: sexving- a
customer ox building a-distribution system.. There is:no-
information available to test the impacts of this division of.
costs.’ TURN asked that the Commission require Edison .to, perform a
study which would separate the minimum marginal costs.fox the. ..

- customer or distribution function from costs incurred. to reduce
overall system expenses. Edison opposed this request, -argquing -that
it is unnecessary and would provide no useful information because
TURN’s theory is faulty. We will not judge the merits of the.. -
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- :theory in this, GRC, but we will oxdexr: Edison to -perfoxm: thegstudy.

A xreport: wzll be due. in:six-months..--. .. . asanen

Edison, DRA, and the Caleornma Czty—County,Street~L;ght
Association (CAL-SLA) sexrved a "Joint Exhibit on Marginal: Street
Light Costs, " -later received-as Exhibit- 117.-..These.parties agreed
on a method to calculate marginal. street light: .costs, to, be updated
for adopted plant loading, working: capital,. and .O&M. costs. . .-
Marginal street light costs:do not. depend on . gas prices.. - No.party
contested . the joint exhibit. .. I TP

“We wmll adopt the joint: marg;nul cost: method mn,ExhxbLt

Append;x:F to this dec;sxon.,_., R RV o T T R R 1M;¢ WO

- In D.87-12=-066 the cOmm;ss;on ordered that in. £uture GRCs

and ECAC proceed;ngs CACD::should convene-workshopsvto-determxne-

data sets to~be‘usedu;n.construct;onhofﬂmarg;nal¢cost;IERs.?Q;LIn

this GRC .CACD. discussed the need for workshops with,Edison, .and DRA,
and proposed, by letter to-all parties, to forego.the -workshops.

'No party requested workshops, and the.active parties latex . .
stipulated to DRA’s. values.of.the YERS.. - . . -0 _.ooio

We will revise--the previous oxder -on IER workshops, to
allow CACD to determine the need and scheduling -of. futuxe - .. . .
workshops.
-6 ation o sts
During hearings the FEA raised the issue of whethex
production and transmission costs should be allocated to customer
classes on the basxs of Edmson s monthly system peak.z—uumhlsmcost

T B P R AN Pt .- Ll A RPFSasa! ladiand
. Lo e - -4 [ ey b

e

T30 ordering Paragraph 3636, Cal-PoC. 24,1392, 6,15' (198757

71 Edison-opening brief,.-p. 298o:7 ¢ o o0 numoLiun Rn
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-rallocationiapparently relates:to construction ©of:average: costs! used .

in the Phase 2 revenue allocationiprocess,. but FEA didvnotprovide
testimony or further argument on’'the._issue.: No Commass;on action
ls,requlred‘ﬁ‘HJ‘"v:., R SRR L CET e L
opE "The primary purpose.of adopting & resource plnn»;n.a GRC
is"-to calculate’the: utllxty’s-energy'relmaballty‘Lndex:LERi),.?~
which is then used' in evaluation. of cost-effectiveness:of DSM!
programs and in revenue allocation and rate design..:::. lon,
Edison originally filed a resourxce plan from Spring 1989,
- but during ‘hearings it introduced ‘a "barebones" resource plan from
the CEC’s” ER90, which ‘was published: in October 1990 : From that
resource plan Edison calculated a six-year average :ERI of :0.63:.:
DRA also used the ERS0 barebones resource plan to derive
‘a six-year average ERI of 0.63, but before making: its calculation
DRA removed from the resource plan .about 100:MWe-of forecasted QF
- and self-generation resources. - 'This adjustment is not .large.enough
to change the ERI value, but DRArargued that .forecasted QFs and
self-generation should be removed because the .adopted resource plan
may have policy implications .in-'subsequent Commission proceedings.
DRA believes its adjustment.is consistent with D.90-03- 060,?3'in
‘which ‘the Commission -excluded forecasted QFs and. self-generat;on

,‘,_

from barebones -resource:plans.. o 0 L o vedon o DTAD

Y A aeney
e A ae VRGO

ldznom o mow i 2.5

72 The ERI is a measure of the value of generatmon capac;ty in
calculations of maxginal costs. When a utility needs capacity to
increase reliability of sexvice, its ERI is 1.0, and marginal costs
include all marginal generation costs. As capacity is added and
reserve margin increases, the value of incremental capacity
declines, and the ERI drops below 1.0. Marginal generatlon costs

are then discounted by the reduced wvalues of the ERI."

73 36 Cal. PUC 2d 2, 61 (1990), Conclusions of Law 4 and 5.7
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: 'DRA also developed:a: "fully Bﬁilt*~resource"planvwinwthe
event a fully built ERI is used in Phase:2:of this" proceedxng to
determine. nonfirm rate incentives.:' niv L U Tovo VI LT
‘We. will adopt the ER90 barebones: resource: planxfor
purposes of this GRC, with. DRA’s recommended' adjustment to.remove
forecasted QFs and self-generation. . The:adjustment is:consistent
with inclusion of only existing and'committed resources in: :; o=
barebones resource plans.. We also adopt DRA’s fully built:rxresource
‘plan, but we reserve judgment on the propriety:of:its.use for rate
design or'any other purpose. - We will adopt the undisputed six-year
average ERI of 0.63, but other calculations of ERI.may be:required
in the future. We do not conclude’ that. a six-year average:is::.
appropriate in every circumstance. s Dot
e d=Side a nt .. Lams T e oh
. BEdison’s requested test.year. revenue: requirement:fox:DSM
activities is $167.130 million (in 1992 dollars), dincluding income
taxes, franchise fees, and uncollectibles. A This:xzevenue .: . :.
requirement is separated into five major -areas, 'as’ shown-in-Table 6
. belows AT SN L o
TABLE 6 :
Re e e Reven
- (Thousands of 1992 Dollaxs) -

$ 17,024  Amortization’ 'of 1990 and’ 1991 costs
63,124 Shared savings programs.~ - . _
27,946 Modified expense programs _
53,762 Expense programs o
: 274 Cap;talxzed transformers. .

$167,130 Total "f S o R

These amounts axe almost three tlmes Ed;son S DSM expendmtures
authoxized for test year 1988, although expenditures had been
higher in prior years. Briefly, the amortization revenue
requirement is for amortization ¢f 1990 and 1991 expendxtures,

N R
. A s
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~approved.in D.90-08-06 g.’% - Shared ' savings. programs’.are those for . ’
which Edison shareholders would receive 'incentive: payments based on
program energy savings. Modified expense programs:would-earn- -

incentive payments based on Edison’s expense levels, rather than

achieved savings. Expense:.programs are those recovered in rates as
oxdinary expenses, without incentive.payments. - The:capitalized
program is for purchase of. energy-efficient .amorphous-core .- : .
transformers, as described in Chapter 6. . R

. Authorized DSM expenses, shown: in column (I) on:- Table—?,
total 3127 526 million in 1988. dollaxrs,. more than.twice:the DSM:
expenses authorized: in test year: 1988 and 40% h;gher than 1890
expenses authorized: in D.90-08-068. . - - st e
1 . O . . .- . P , ,,::,‘_‘_‘;:,‘_._‘,‘

At the time of Phnse 1 hearmngs, the active DSMvpartxes
anticipated a Commission rulemaking .on DSM. policy,. but uncertainty
over the timing of the rulemaking encouraged testimony:-on: policy
issues. . On August 7, 1991 the Commission opened R.91-08~003 :and
1.91-08-002 .(DSM rulemaking), & consolidated proceeding. on rules
and procedures governing utility DSM activities. That proceeding
considers policy principles that 'will cover all energy utilities,
not only Edison. o

In Phase 1 of th;s GRC'Edzson,presented ten policy
pr;nc;ples75 for the Commission’s adoption. .Many parties objected
to Edison’s pr;nc;ples, especxally\prxnc;ples relat;ng to air
quality benefits, fuel substxtutxon goals, and customer retention
activities. DRA testified to 60 polxcy pr;nczples that it calls
funding, evaluation, and xmplementatxon prxnczples (FEIP). These
FEIP axe szmalar to prznc;ples recommended by DRA in recent GRCs

74 37 Cal. PUC 2d 346 (1990).
75 Exhibit 98, Chapter 1.
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for PG&E and. SoCalGas. ~ In its apalysis. of:Edison’s requested: .-
program costs, DRA generally proposed two levels of funding: one
level with conditions, and a reduced level without.conditions.: -
Some of the conditions for higher. funding.relate to:DRA's proposed
FEIP. W : A S L R AR o T T RS
We will not adopt. Edison’s ten proposed-policy: . ..

principles. In general, they are too vague and they inadequately
define limits to utility DSM activities. Further considexation of
DSM policy is deferred to the DSM rulemaking. This GRC is not the

proper forum for adopting general DSM policy principles.

We likewise defer DRA’S FEIP to the DSM rulemaking, but
with the note that DRA’s principles may be overly complicated and
too restrictive to account for changing circumstances. We used
these words in GRC decisions for PGEE’® and SoCalGas,77 and they
serve in this proceeding as well.

We will, howevex, adopt interim DSM policies as necessary
to authorize recovery of Edison’s DSM program expenditures in
rates. In areas where DRA has recommended conditional approval of
program expenses and where we do not xeach policy conclusions, we
assume that DRA‘s recommendations are f£for the unconditional expense
levels.

Several parties, most notably CLECA and IU, showed
concern over the impact of Phase 1 issues on rate reductions
offered for interruptible serxvice. The setting of interruptible
rates belongs in Phase 2 of the GRC, but there is some question
about the forum for review of a bidding program for interruptible
service. We find that the DSM rulemaking is the proper forum,

76 D.89-12-057; 34 Cal. PUC 2d 199, 399 (1989).
77 D.90-01-016; 35 Cal. PUC 2d 80, 119 (1990).
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rather than:Phase 2, because policy- choices: will;affect all: -u.

-utilities... . .o A

!l.z’»“g ; m) W .‘ e

e . Bdison’ s-proposed program.fundxng 1evels, DRA?S .« o
recommendations, and adopted DSM expenses are shown in Table:7:on
the following pages. Table entries: are-in 1988 dollars.
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11.2.1 Residentia ex onse at on N

~ Edison-plans nine -programs rn»fhxs area. ‘The f;rst zs 2
shared savings program called Welcome Home, axmed at nédwt
residential construction and budgeted at $10. 348 mxllxon.' DRAw~e”
recommended $5.641 million. TURN pointed out that the program s -
high administrative costs'are due in part to general advefglslng‘
within the budget. We- wzll authorize Edison’s requested $lO 348 |
million, but without ratepayer fundxng of any program costs for )
general "advexrtising. - v cormem covmer rereee e

The second program covers direct assistance :to gqualified

low~income customers, senior-citizens, the permanently -handicapped,
and customers who do not speak English. Edison’s proposed program
budget is $12.411 million, 'split into $10.226 million-of-shared:
savings expenses, and $2.186 million of modified expenses. DRA
recommended full ratepayex funding of these amounts. James Hodges,

representxng three communxty-based orgon;zatxons (East Los Angeles

Service; or CBOs), was generally satxsf;ed wmth Edlson s assmstance
to low-income customers, but recommended that no sharehoioear
incentives be awaxded until at least 75% of weather;zaéio& goals
are met. The CBOs also recommended that funding for resmdentxal
infiltration contxol, or "indoor air pollution," be scaled back.

We will approve Edison’s proposed $12.411 million, but $600,000 of
the $700,000 budgeted for infiltration control should be shifted to
basic weatherization. We will not adopt a shared savings trigger,
but we repeat the CBOs’ reminder that Edison should offer direct
assistance only to eligible customers.

The third program is for appliance efficiency incentives,
budgeted at $7.774 million of shared savings expenses. DRA
recommended $4.088 million. TURN recommended that a program
measure for leveraged funding of refrigerator manufacturers,
budgeted at $2 million and known in Phase 1 hearings as the “"Golden
Carrot" program, be authorized only subject to refund. The funds
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would be used to.subsidize manufacturers .ox. provide.customer.:. .
rebates, .in oxder to "induce market ‘penetration of ‘superefficient
refrigerators. > The consortium. of utilities involved.is not yet
complete, but. funds would not be expended until the refrigerators
are actually shipped into.Edison’s “service. territory.as- a-result: of
the program. NRDC enthusiastically supported the Golden .Carrot :
program. “We will authorize $7.774 million for the:appliance "' ..
efficiency program, but we-will move‘GoldenxCarrotmfundingmfxom
shared savings.to ordxnary expenses ‘because program»plans are .
unsettled. . ~ .- : ' ToerTo VRN BRI

Fourth, Edison seeks $46 000 in ordxnary expenses .to- -
administer existing conservation and-weatherization loans. NO new
loans have been made since . 1986. . No: party opposed the request,  .and
we will grant it.. 0 . onoormononn AR SRR, Reb R

The fifth program is: budgetedrat $2 015 m;lbxou of :shared
savings expenses for promotion of .compact fluorescentclight .bulbs.
DRA recommended $1.060 million. TURN noted that'theﬂprogram-total
resource cost (TRC) ratio:of-1:.18 is.relatively.low,-due to high
administrative:costs. TURN:.and NRDC.agree that-the. program:should
be expanded: to promote more bulbs for-the: same:-administrative. ..
costs, increasing cost-effectiveness.' . TURN. recommended that-the
Commission limit administrative. and: advertxsmng~expenses~-ot30%-of
program costs. We will approve :Edison’s requested-funding land’
adopt.- TURN‘s. 30% limitation.. .30 oo mund o oo o

“wEdison’s sixth-residential :program.-iscfor.energy. c- .
management-services, budgeted:at:$5.576 million.of modified: .~
expenses. - The proposed.services-are on-site energy:audits:and. -
mail-in audits using forms that.customers: send to Edison-for . -~
analysis. DRA recommended $4.800 million,.the 1989.expense .level
for residential audits,’ because-no new.programs are proposed:. DRA
also suggested that . Edison should' conduct..accest-effectiveness
study of test.year:residential audits and:should.report:the-results
in- Edison’s March: 1593.DSM: annual report. -We will-adopt DRA’s- ..
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recommended $4..800-million funding:-level . without :shareholder: -
incentives,. and oxder .Edison: to-maker the:proposed:ustudy. . .
Edison‘’s seventh program is:called Residential -Outreach,
one of three informational programs. that would.be funded as - ..
- oxrdinary expenses. DRA agreed with.Edison’s:funding-levels.foxr all
three information programs. . Residential .Outreach is .budgeted. at
$649,000. TURN recommended a $200,000 reduction fox expenses :
intended to promote seasonal and time-of-use (TOU)"ratesmbecause no
customers have enrolled on these -schedules since . they.were. .
authorized in 1987. We accept TURN’s reduction and will-authoxrize
$449,000. ‘ SN e T '

~In its elghth program Ed;son requested $550 000 to fund a
toll-free telephone -line for:conservation information. ..No party
contested this amount, but DRA recommended that .Edison-considex-.
making advertising for.the toll=free line less:general and more

. specific about programs  available to customers. We-will approve
the $550,000. . C e AR Ll s e

- The ninth and final.program-is. budgeted at- $251ﬂ000 to

. promote new and: retrofit outdoor secuxity lighting.. TURN.opposed
funding: of this program because it:is~aimed at:load building, not
energy efficiency. ‘We:'will deny funding of: both residential and
‘nonresidential outdoor security: lxghtmng.h co .
1.2.2 Residentia d.-Management.. .. .. . o L e
Edison has budgeted $2.015. m;ll;on of ord;narv ‘expenses
to continue a .program of:residential :air. conditioner:.cycling. DRA
recommended  funding. of $1.000.million - because customer radditions to
the program: have been lower than:anticipated:and-Edison. plansmno
new promotions of the program.. We. will comprom;se :and; approve .
funding 0£:$1.500 million. R N CRR T T FR T U L
" 11.2.3 ~Nonresidential Enexqy Conservation ;. ... ...ic.o.oe % 1ok
.Edison proposed:l3.programs in: thls,dre&-“JThepfirStliS a
major accounts information program budgetedsat: $1.211 million of
ordinary expenses. NoO party contested:this. amount. and-we will,
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. rapprove-it.:.The:second program,.alse’ informational: and-aimed:-at
trade associations, is called:Energy-Outreach,budgeted at $428,000
¢f ordinary expenses. -Again, no.party contested this amount, . and
We Will ApProve Lt. T iw etoL an LoD and sl tnowd e

. .77 . The.next .two. programs.are. for:energy auditsior surveys of
large.commercial and.medium:’orcsmall: commercial:customers.'  Edison
proposed .modified - expense treatment. for:-all- energy-auditiprograms.
Edison requested $1.938 million for large customer: audits¥and @
$3.810 million for medium. and.small customer audits.. DRA
recommended:$5.748 million. for:the:two programs combined. »We will
approve .Edison’s. requested .amounts, without shareholder ‘incentives.
Modified .expense incentives are:discussed in’'Section 1lcS.o’.. .

~-. » The fifth -and sixth. programs are energy surveys for.large
industrial and medium or small industrial customexrs. 'Edison
- requested $2.776 million fox large customer- audits: and:$2:322:7
million for medium and small customer audits.. No: party opposed -
these amounts, and we will approve them, without:shareholder i :'

. incentives. S DT X

. .. ...The seventh program. is budgeted: at $3.154 miklion of
-modified .expenses for agricultural pump testing, a program:in:place
since 1911. DRA recommended: '$2.076 million.: We will . approve:’ '
Edison’s requested $3.154-million, without shareholdex~incentives.

The next three programs are for energy management o ...
incentives, for which Edison requested:shared:savingsexpenses. '
The eighth program is for hardware-rebates, budgetediat $16.710
million. . The ninth is a.new program to: promote air .conditioning
maintenance, budgeted .at'$474,000. . Thertenth program. iscfor ‘small
. commercial lighting, budgeted-at-$3.387 million. ' -The subtotalcof
- requested -funding for the three incentive programs is-$20.5707
~.million. - DRA recommended.$15.740-million, equal 'to the.l991: >
~funding . level. We;will‘appxoéétEdisonfsﬂrequestedufundinguwf L
Edison at first proposed an incentive.cap of=$X00,:000:pex
account for energy management incentives, but the California Energy
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Coalition:{Coalition) and NRDC opposed:the- lmm&t,~argu1ng>that it
would preempt huge savings opportunities:and contradict: the- .
requirements of PU:Code § 701a1.qun.ltswopenlng.brlef,deson e
agreed to abandon the cap. We agree with the.Coalition:and:NRDC
that-an incentive cap might'limit conservation:achievements, but
equity considerations: tend-to.support .a.cap. "We will allow:Edison
to- award incentives without:a.cap, but we refer:the policy.issue to
the DSM- rulemak:x.ng. Lo T S I P RSP ET SEC e TR

- Edison’s eleventhfnonresxdentlal program-is.a.shared: .
savings.plan called "Design for Excellence," a:collection-ofc:-
incentives for nonresidential. new: building constructionl’budgeted at
$11.464 million. DRA recommended funding.at the. 1991 :level .of: "
$5.118 million. We will approve-Edison’s requested-funding.

The twelfth request.is for.$686,000 inrmodified:expenses
for nonresidential outdoor security lighting. - Consistent with.oux
denial -of ‘funding for:residential. securxty lighting, we will.deny
Edison’/s request. . = | . 0 eoun P T R LTt T S P

Edison’s thirteenth request is for $i. 000 million of
ordinary expenses. for miscellaneous.conservation activities. DRA
- recommended - no. funding. : TURN recommended that the~Commission deny
$700,000-0f the funding, but oxder Edison to use $300,000 to:start
. a-refrigerator recycling. program. .We will .deny Edison’srequest

altogether.. = - ¢ S S T A S SCRIE O
2.4 N ntia d. Management . = v 0L oV

Ed;son requested: ordinary expense funding-of- four
nonresidential load management: programs.. The fixrst is budgeted-at
$1.881 million, for program expenses  and:bill .credits. fox energy
cooperatives, which are customer groups that agree:to reduce their
aggregate demand upon: notice from- Edison.: DRA recommended:funding
of 50% of Edison’s request, because . Edison expects the growth .rate
of new cooperatives to decline.in the:test year. We will approve
Edison s xequest. oL I Doonenni o0 D a0 nE

AN

Ateen s
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The second  load management program.is:for.commercial .and
industrial air conditioner cycling, - budgeted.-at:.$224, 000;"xDRA"
recommended $100,000. ..The current funding level 1s.:$118,000. .
will approve Edison’s request... - -, L O S

The third program:is for: off-peak cooling, also: known as
thermal energy storage, budgeted at:$3.980 million. DRAzZ=-. . ©v
recommended no funding, -unless individual measures show.TIRC ratios
greatexr than 1.0 and incentive payments- are capped-at:$50-per. kw.
DRA’s opposition is due to'a.low TRC. ratio. for:the:program as a
whole and high incentive payments, which can exceed .$250:pex kWc
We will approve the requested $3.980 million in~funding; .with'the
condition that no incentive payments be made to projects.for: which
the forxecast TRC ratio is less than 1.0. We will.not- adopt DRA"S
payment cap. The adopted test. year marginal ‘genexation;.:
transmission, and distribution costs. are approximately:$82,.$33,
and $53 per kW per year, respectively, and thermal energy.storage
projects will endure for‘many*years~£ An~incentivefpayment Limit of
$50 pexr kW is not justified. AT S LI A e

Edison’s fourth request is for $387 000 to promote: -
agricultural interruptible. service.:.This is a~new-program of
direct load control by Edison.::No party: opposed-the request; and
we-will approve it, with the condition that none ofi.the funds are
used for general advertising. - .ovonoo - S -

11.2.5 Yuel Substitution, Load Retention,. -
2lding= n ol

Edison requests funding ofrexpenses in three categories,
each of which consists of several new programs, none-of which wexe
a part of the Collaborative proceeding. ' The categories and- . .
corresponding funding: levels are::  Fuel Substitution,~$2.137" -
million; Load Building, $2.629 million; and Load:Retention,: $8.004
million.

We authorize Edison’s funding request for each category
as discussed below. We have relegated to the DSM rulemaking
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further consideration of :the appropriate:.character and content of
programs .in the areas of fuel substitution, load-retention,.and:
load building. We have noted earlier in this/decision oux.goal, °
stated in R.91-08-003/1.91~08-002, that utilities should-design.
load building programs so as to.avoid frustrating:the-encouragement
of energy efficiency and energy conservation.. We believe this:- -
holds equally for load retention programs, and we have .stated a-
similar concern with respect to fuel substitution.: 73 SO

-~ Therefore, .ouxr. authorization of these programs.-in- thls
GRC is on a“limited basis only. .We preclude Edison from-shifting
any monies from other DSM.programs into these fuel.substitution,
‘load retention, and load building. programs. - Moreover, we: preclude
the shifting of monies among these three programs. Specifically,
for example, while Edison may shift monies between infrared-heating
and dialetic heating under the umbrella-of Fuel Substitution, it
ray not shift monies from any Fuel . Substitution program-to one-
undexr the category of Load Retention or Load Building.. In-
addition, Edison shall not earn any shareholder. incentives .on.these .
programs. : o SRR S G
“We. rem;nd Edlson that it: has. the burden of proof. in its
next“GRcyof showing that a request to continue. or:expand: these
programs should be granted. To that.end, we are persuaded that.
certain of DRA’s reporting recommendations. are. well-taken.: We will
require Edison to monitor. melementatmon of. these programs; .
carefully and to submit, in its next GRC, ‘detailed assessments-of
economic, environmental, and any other claimed benefits, should it
seek . funding for fuel substitution,  load. retention, and:load :. . .
building programs at that time. We also require Edison: to: include
in its next GRC £filing.detailed envirxonmental evaluations-of-the
impact of: the technologies it chooses to promote, including: the-

-
SYE L e
A L P T LT T'Y

78 R.91-08-033, 1.91-08~002, Appendix A, p.5 (mimeo)
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repercussion of increased- load’ on'Edison’s’system. ' These- studies
should clearly identify-and explain any assumptions made.~

Finally, as DRA has recommended, we require- Edison to
include in- its March 1993 DSM annual report a table that will'--
indicate ‘the source and amount of funding for CTAC. In-that™ '~
document- Edison should-also report on the cost- effectlveness of its
“‘fuel- subst;tutxon.programs.- - R : RN

Edison requested fundingiof- four fuel  substitution:: -
programs,- all- oxdinary: expenses. - The- first program:would:-retxofit
electric commercial cooking equipment, and . is:budgeted.at-$414,000.
CEC supported the program. - Parties opposing funding”include DRA,
TURN, SoCalGas,” and IU. 'We will approve Edison’s-requested funding
based on the claimed efficiency benefits. - In Exhibit” 98" Edison”
stated that the program is targeted-for customers "with' oldexr:,
inefficient electric cooklines and AQMD compliance problems.*

The second’ program- is budgeted at: $438;000- for-electric
induction melting as a: substitute for gas or inefficient-electric
furnaces.’' CEC recommended $200,000 for a pilot program, but othex
active parties opposed funding. SoCalGas in particular.opposed:’
funding, arquing that the program is not cost-effective.:>Edison
calculated a TRC ratio of 1.04, assuming’ gas equipment of average
efficiency, but SoCalGas believes the. appropriate comparison is"

-with very-efficient gas equipment, which would reduce  the TRC ratio
below-1.0. We will approve funding  of this program. - Although the
program shows marginal cost effectiveness, we are’convinced. that a
pilot program. such’ as this-has the. potent:.al for: greater future.
efficiency and environmental benefits.: o AR

‘The’ third program is for infrared - curing- ox drying-
operations as substitutes for conventional thermal~baking,;: budgeted
at $652,000. Again, CEC'recommendedfSZO0,00beorfaﬁpilot study "and
other parties opposed funding. "Edison’s ‘estimated: TRC. ratio‘is’
1.13. We will approve funding of this program given its estimated
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cost-effectiveness and the potential. for. reducing:customer:enexgy
costs as well as meeting air quality regulations. i, .o Dol
. -The fourth program, -budgeted at $634,000,-is for
dxelectr;c heating in baking, rubber, and pharmaceutical .. .-
operxations. This is a fuel substitution program,. but.Ed;son‘su,
estimated. TRC ratio is a relatively. high 2.56, because dielectric
heating has the potential for high sourxce energy efficiency.: CEC
recommended full funding of the program, but-other parties:opposed
ratepayer: funding. We will. appxove Edison’s requested funding
because of. the program's high- potential for. cost-effectiveness.:
:2.5.2 ten G o e I EIT R SR e A UL
-Edison. requested fundlng of three load ‘retention.
programs, all-as oxdinary expenses.. The flrsn.Prog:amhmsiforvﬁ*
bypass. coordination, budgeted-at $2.969 million.  This is- ... ..
essentially a- management effort to track customers.considexing:-:
bypass, to administer-special sales contxacts,. to-survey bypass:
potential, and to investigate-methods to-mitigate bypass activity.
Every active customer group opposed. the program. . The:Califoxmia
Cogeneration Council opposed all funding of load.retention: . .
programs, arguing that Edison’s programs are biased against.- .-
cogeneration. CEC.supported $500,000 of funding to. develop and,
distribute an information package to customers-considering bypass.
Edison’s proposed program includes bypass due-to economic..and: -
environmental factoxs.. We will approve funding for this program.
We view this and other load retention programs as sexving a.,useful
function in providing information to potential bypass customexs.:
thereby avoiding underutilization of utility physical.plant,. -
deterioration of system load factor, therxeby- causing- remaining:..
customers to incur higher costs. If it requests:continued funding
for this program in its next-general xate case,-Edison:will have a
strong burden of proof to-show that these funds are delivering:.
econom;cMand/or environmental benefits to ratepayers... - . oo o

B AT T A N
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customers thh ;nformatlon on low NOx burner technology..mrheunf
program is budgeted at $351,000. No other party supportedithe
program. .-SoCalGas vigorously opposed funding,. argquing that gas
utilities. are better equipped to:provide customers:with-gas: burnex
information. -We:disagree. .Edison has a long-history in the:~ :
development of low NOx burner: technology-for use.innits. generating
plants. In the continuing effort.to:address. the NOx emission: . .
problem in the Los Angeles basin, every opportunity for:technology
transfer in this area should be explored.. -We-will approve funding
forx this limited program.. - In its_next GRC Edison.is:required.to
make a showing that these. expenditures are:cost-effective if. it.
continues to request funding foxr this program.. - . Lo
The third . program is for: "Emerging Technologxes,
budgeted-at-$4.685 million. Due to potential. loss of customers-
induced by strict air quality regulations, Edison would examine:
technologies which are not yet established and xeady for fully.:
- developed programs, and apply the. technologies to-customer 'needs.
No other party supported this program, but CEC recommended -
redirxection. of $2 million to:a measurement and. evaluation program
to assess new technologies. . TURN characterized the Emexrging: . .-
Technologies program as- a placeholder. for technologies that. may.or
may not emerge.: In reviewing Edison’s discription, this.program
appears to be more accurately characterized as an RD&D program
rather than a DSM program. That aside, this program can-serve as a
useful vehicle in disseminating information on technologies. ..
designed. to address customer energy efficiency concerns.and air-
emission problems. Shortening the time between when these
technologies are demonstrated in the laboratory:and when they can
be applied:in-the market is:an essential.aspect.of responding teo
increasing air:quality regulations. - We.will-approve-funding:for
this program. Again, we:emphasize that:Edison-bears.the-burden of
proving-in its next general rate case that:the-expenditure-of-these
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funds are: cost-effective if 1t.requests scontinued: funding for
program. R A I PR D (AR L iy e iiun
: : ilding . - " O PR T v U, L A A

" Edison requested funding of four:load:building-programs,
all as ordinaxy expenses. : Generally, no. other:party- supported. .
funding of any program. CEC expressed. 2 particular concern:that
load building efforts would. present:customers with unbalanced- .
information that would favor: electro-technologies over” othert~ua
resources. . T p T T o " " e e T

" The first~programais'budgetedrat sBGG,OOO?and wouldrt7
inform dry. cleaners about ventless equipment that would reduce:
volatile organic compound emissions. . The program would retain: load
by preventing environmental bypass, and-allow these customers to
remain economically viable and: still comply with future SCAQMD
regulations. We will approve ratepayer funding: for:thisipilot -
program. Edison is required in its next general:rate case ‘to-show
that the expenditure of these funds axe cost-effective: from: an !
overall ratepayer perspective if. contlnued.fundxng ofthis: program
is to be requested. — " Lot LT L omelonon iU Ml lon

- The second program,: budgeted at $319,000, would:inform
customers with large air conditioning- loads-about ozone:water -
treatment systems  as replacements for typical chlorine:treatment
systems. This is also an environmental bypass. program: aimed at:
retaining load on the system: to the benefit:of -all customers.” We
will approve ratepayer funding for: this'pilot program:: Again, we
reiterate the requirement that Edision in its-next general xate:
case show ‘that this program is a cost-effective -use of. ratepayer
funds. -~ o T AR St T S PO AT ITD o FLIE S SO

" The third program would. help. customers optimize!.the:
energy efficiency of electric'chillers, as’customers.: replace: "
chiller systems or replace chlorofluorocarbon.' . (CFC)- refrigerants
‘with other working fluids, in response to-air:quality.regulations.
According 'to Edison,- 92% of ‘the central: cooling facilities market
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opposed the. program, but recommended: funding of $100,000 for an
'inforﬁational.program-on CFC. refrigerant replacement.: ,Qthexr: . -
parties opposed ratepayer funding. -We will approve Edison’'s’ . &
request based on the energy consexvation characteristics..of the:
program. We expect a showing of cost-effectiveness by-Edison if
continued: funding of this: program is -requested.: - mLonteno L
The fourth program would allow testing-of .coating.:
products and processes. Coatings forvcustomer.productsLwouldwbe
tested at Edison‘’s CTAC facility, .in search of processes that would
comply with new air quality regulations.  The program budget.is.
$1.076 million. We agreemwithEdisonurhat‘coatingatechnoiogiesv
have a . role in air quality management. - The introduction: of this
. technology will also have.significan::energymconservééiongv;‘~‘~
characteristics through reduced HVAC requirements and elimination
of auxiliary fans and motors used in conventional drying. We will
approve ratepayer funding of the program. In future funding
requests for this program, Edison will have the burden of showing
that ratepayer funding is cost-effective.

uses electric chillers. The program budget: is:$868,000. CEC.
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11.2.6 Measurement and Evaluation-Expensges:: Sl T
S . Edison has xequested ordinaxy expense fundingrof:$15:376
million for 22 measurement and evaluation programs.:. DRAT contested
$1.000: million of this amount, in the general area of new. . .= ..:
technology-assessment. CEC recommended an additional:$3.669:. .~
million in funding, including '$2.000-million redirected from: & =
Edison’s load retention request, and:suggested revisions 'to nine of
Edison’s programs (e.g., use of 'focus-'groupsr"and‘ a:"1% tax" for
statewide measurements directed by: CEC). WL e
- During hearings Edison, DRA, and CEC: expressecL

willingness to work cooperatively to develop measurement-and:;: . -
evaluation.plans. - In D..'9'0—-08-0687-9-2 the Commission-anticipated. -
more uniform DSM programs among utilities.. That c:onsistency' is:
part:.cula::ly :.mportant to measurement: and evaluation.of: programs

: S AR AR S SRS TR SN A o e PR

o, “ LRI
o 28 N

79 37 Cal. PUC 2d 346, 366 (1990).




A.90-12-018 et al. ALJ/J../vdl* .t .7

We expect Edison to participate with DRA,CEC, and «other utilities
in development:of consensus measurement ‘and evaluation.techniques
and studies. . As discussed-elsewhere in this -chapter, “further
- consideration of measurement and evaluation issues is’ deferred o

the DSM rulemaking. . Tl e

It would be unproductzve for the Commission to scxrutinize
all of the measurement and evaluation details contested on the
record in Phase.l. Instead, we will adopt Edison’s requested. .-
funding and defer the details to the DSM:xulemaking. :The adopted
expense level is a reasonable compromise: of.the- fundxng g
recommendations of the active parties. RS TR

- “Fand Shi ing - o e S R SO NV

. In its 1988 GRC, Edison was oxdered to seek Commission
approval by .advice filing to shift funds .among its: three‘major
program areas (residential conservation, nonresidential .w .
conservation, and load management) oxr to shift more than $2.5 .
million in funds within a program area-e;. This rule was-modified
somewhat in response to an Edison request in late: 1991.8? ~Edison
has proposed to increase the level to $10 million. ' DRA opposed:’
Edison’s request, and supported several FEIP .related to:-fund: = ..
shifting and restriction of funding for fuel substitution,- load
building, and customer retention programs. e e

" We will allow Edison to continue:its: prevxous fund
shifting rules, rather than adopt new .rules. proposed by Edison or
DRA.. We will reinstate the $2.5 million limit oxrdered in..
D.87-12-066, but relaxed in Resolution E-3244: Weiwill allow: no:
increased ratepayer funding. of fuel substitution, load:) building.:
and customer retention programs beyond levels authorized ini'this

.kl

81 D. 87-12 oss, 26 Cal ) puc 2d 392 480 (1987)“ o
82 Resolution E-3244, approved October 23, 1991.
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decision and will not: permit.the shifting-of funds among:the: -+
program categories. Additional .expenditures.are not:prohibited by
rule, but they may not be recovered. from ratepayers. . We:clarify
that. the $2.5 million limit is the cumulative limit per:GRC.cycle,
but it is not a spending ¢ap in any sense. Above.the limit, advice
- filings arxe requixed. . . 0 v e almon T
Edison may shift funds:away from oxr into.DSM'programs..
eligible for incentive payments, but .it should .adjust<its enexgy
savings and incentive payment- targets accordingly, with adequate
support for those changes in an-advice filing. . -~ ..l ook
Edison and NRDC supported authority for EdLson“to
increase its DSM funding levels for attrition years:l993,and.l994.
We are reluctant to grant that authority, considering.that test
year expenditures are substantially increased over“cﬁrren:elevels,
but we will allow increases undexr these circumstances.:~:(l).:
incxreases will be: allowed oniyfby~separate,applzcat;on,J.vr~~w‘n
(2) increased funding must be justified by increased 'demand for :
utility ptograms, as measured by participation rates relative to
forecast participation rates, and (3) shareholder -incentive
targets~-both forecast savings and incentive payments--must,be
adjusted to reflect the increased funding. .~ v o Ll
-4 M ement and aluation . = N S TN 0
Edlson.proposed that its ‘DSM’ accomplxshments be measured
as the-products‘of\forecast.energyxand capacity savings per unit.
installed, times recorded installation numbers.: -Qther parties,
notably the CEC, urged that Edison increase its efforts 'to measure
unit savings. We encourage: further'measurementxeffort, -as. paxrt of
the! DSM rulemaking. |t . tvilc oL LATmLtT MR LIS Y Cr om0
There is an open issue concernzng measurement of savings
per installed unit. Should these measurements be updated in the
anthorization of incentive payments? The partiés have agreed that
incentive payments should be based on actual, not forecast,
installations. Improved measurements’ of unit’ sav;ngs ‘shouTd

T sl L
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‘obviously be used in future: forecasts:of 'savings, but auserof. ..
updated. information to determine incentive payments is moxe .. "
complicated. CEC argued that the improved measurements  should be
used because they reflect real energy savings.  DRA-believes' that
use of forecast unit savings will avoid.endless litigation .of: >
incentive payments as utilities. attempt to. support .higheriunit ..
savings in situations which would produce higher. incentive -
pa.yments. C S , Ce LI e
We defexr this ‘”general' ‘question to.the DSM .‘ru'lemak‘.ing;. < In
the interim, Edison should base incentive payments on-its .own'
forecasts of unit savings. We appreciate CEC’s'claim that
incentive payments should be .based on real net savings, but . .
forecast savings are an adequate. proxy until pol.xcy «:Lssues are
resolved outside this GRC.  v.. ST LR ST
.~ Parties to the DSM rulemaka.ng shouldl recogm.ze a useful
distinction made by CEC.. In .measuring DSM savings, it may be. ™ =
convenient to distinguish building envelope modifications: from -.
industrial process modifications.. The envelope measures. are more
amenable tO metered energy savings, because building. loads.axe '
relatively stable over time or can be adjusted: for weathexr. impacts.
Process savings depend on plant output, for which data axe .
proprietary. - Process measures may be more amenable to:other: foxms
of post-installation measurement. - S T SRR
We: emphasize to Edison that test: yeaxr savings:used to: ™
calculate incentive payments must. be substantiated. ' Unit savings
should be adequately referenced to: savings forecasts: fxrom this
proceeding, ‘and records. of customer -installations should be:
verifiable and available to other part:.es. T T S SRR AP e
11.5 Incentive Mechanisms = . - oo 0wl
‘ In its GRC application, Edison. req‘uested, DSM- incentive
paynments based on the amortization scheme authorized Ao s L
D.90-08-068, plus modified expense incentives:based on:a percentage
of program expenses. Confronted with vigorous opposition from

ot
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other -parties, Edison agreed to change :its amortizationscheme: to a .,

program of incentives based on shared energy savings:achieved by
eligible Edison programs. : DRA and CEC.supportedishared.savings.
incentives, but they disagree on the level of-ratepayer support for
incentives and on the details of the shared savings mechanism. -
TURN supported an incentive system by which authoxized rate of .
return would be adjusted-according.to. DSM.accomplishments. - TURN:
also suggested that the Commission order Edison to establish in its
next GRC that any adopted shareholder incentives. have:led to cost-
effective program savings. ' . .. b o e, LU0 omeral o

. TURN renminds. us that incentive programs which :benefit :
shareholder3>w1zhout‘the;r making capital investments.axe not.i::
permanent.. We have previously found :that incentives-should be.:.
funded by ratepayers, but incentives may be necessarfﬂonlyubecause
the: marketplace for energy efficiency in California--including
regulatory influences-=is obstructed from free -operation,-and the
prices of demand~side alternatives: to supply are not.eliciting -
efficient market responses. = Incentives help -overcome those .
obstacles, but this situation may not endure indefinitely. ' As
well, it has not been demonstrated that all market responses are:
caused by utility efforts. - We expect this subject to be: studied in
the CACD report oxdered in D.90~08-068, Ordering Paragraph l.h..:
The Commission’s intent is to promote DSM such .that incremental -
customer savings in response to incremental utility efforts are
cost-effective. In its next GRC, Edison.should present testimony
on the long run cost-effectiveness of utility efforts, with .o :
specific attention. to marketplace obstacles and  progress: towaxrd.:
ovexcoming them. S S R TR TR S R

We will authorize an interim shared savings:incentive .
program for Edison, subject to revisions ordered in the DSM
rulemaking. The ‘interim shared savings: program resembles: private

e

';ndustry programs.xn that- Ed;son, the: service provmder, ‘earns .

- by e e . ' R e ( y. P .
: ' f iy S v X N
PR FP R L Pt h e o S .
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the . providex is paid by all.xatepayers,:not.the customer receiving

- -the services. .The need for: ratepayer: supporttshould beconsidered
in: the DSM-xrulemaking.. B S R ‘. SRNTIRT

o - . Barned incentive- payments can be amortxzed over: three

years, as.Edison requested, in:ordexr-to confine- ratemak;ng
complications to a single GRC cycle. .. - v oo =l

We:will deny Edison’s:proposed mod;fxed expense RN

incentives, because they would be based directly.on- expenses,. not

. enexgy. savings.  The .connection between utility.expenses .and. energy

savings makes even shared savings dependent on utility.expenses,

but incentives with no dependence on achievements.are unreasonable,

pending furthexr consideration‘in‘the;DSMvrulemaking.g§

5.1 A - Sh vi : ani Wl Szl oo
Edison proposed a shareholder -incentive-of 15% of life
cycle ‘program savings induced by eight: eligible programs,-once 75%
of forecast savings are achieved. The payments would be.awarded as
credits to Edison’s ERAM account, amortized. over three years- . -
following the program year. The basis - -for the 15% would be.life
cycle energy savings, less the average of utility and:total-costs.
DRA proposed the same-15% percentage and the same basis,
but DRA recommended a benefit cap: related to supply-side earnings,
penalties for savings-below 50% of forecast .savings, and.programe-
by-program application of the formula. et
CEC proposed no incentive caps, payments equal to 15% of
savings. less utility costs, and payments-equal to:30% of savings
for a.pilot program based on:measured. savings... . o= ooy
‘ .We are unsatisfied with all. of these approaches, because
they include pexverse incentives that accompany trigger levels of
savings and because the proposed caps. remove.the utility:incentive
Tt Lo e D e Ty TR e T

PP -t T Vol SN
P R T s O S T PSS AR O o SN O v R £

83 R.91-08-003 and X.91-08-002, Appendix A, Proposed Policy
Statement 18.
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©o -pursue all cost=effective DSM opportunities.: Edison’sn75%:i:7
trigger gives the utility a:great incentive to-overestimate:savings
when annual savings are just below 75%. Expressed. anothexr way;, . -the
incremental incentive at precisely - 75% savings. is.extremely high,
and extremely high: incentives invite selfish responses...Edison’s
flat 15% earnings rate from 75%"0f forecast savings.onward:does: not
allow for the penalties anticipated by-PU Code § 746(b), and it
does allow for very high earnings if savings greatly exceed ...
. forecast savings. We are attracted.to.- DRA’s theory of.setting:DSM
rewards commensurate with supply side rewaxrds, but DRA’'s scheme .is
unreasonably ‘complicated. - "o e ch S0 ST Lo nlmmiong wan

To -avoid extremely high. incremental incentives in.the”
relationship between rewards and achieved net benefits; we’ will:
order -an s-shapedffunction*which?willﬁdfferr¢V(IQCpeﬂAIties for
very low net benefits, (2)'a zero-intercept for- net benefits,
beyond which Edison will ‘begin to accrue rewards, (3)-lowr: =!
incremental incentive-rates (pex unit.of-recorded:net benefits as a
percentage of forecasted net benefits) at very low and very-high
net benefits, (4) greatly increased incentive rates near-forecast
net benefits, and (5) smooth transitions between: the :different net
benefits regions. See Appendix G for- the-sketchs: ofithe S~-shaped

incentive functions we -adopt-for several energy efficiency’ . !~
programs. ) T T T L L e

- The S-shaped curve, or-incentive" function,:is linear for
savings below-75% of. forecast:-and: above 125% of. forecast, and-.::
parabolic from 75% to 125%. 7 It:is derived--using>very-elementary
calculus—--from specification-of the incremental incentive rates in
each savings region. 'As‘indicated from>the'S-cuxrve graphs.in-:
-Appendix G, Edison will have:greatly increased:incentives:inithe
75% to 125% range of net benefits. The decreased incentive rate
for very high net benefits is a compromise between a payment cap
and continuation of incentives at a constant, high rate.
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_ -:An:.S-shaped. incentive:function.will ‘be’adopted- as<a "
'_ohared savings:mechanism 'for the following-utility. programy-fw““
Residential Appliance Efficiency Incentives, Commercial -Enexgy -
Efficiency Incentives,84 Industrial Energy Efficiency:Incentives,
Agricultural Energy Efficiency Incentives, Residential New
- Construction and Nonresidential New Construction and non-mandatory
Direct Assistance. Energy:-Management Services (EM Services) -
Information programs, as well as mandatory Direct Assistance -
Programs, will not receive shared:savings treatment. ' Mandatory:
Direct Assistance and. Information programs shall receive simple
expense treatment, .consistent with other utilities” programs, and
as recommended by DRA. NN
la- - orman Adde ams - .

Both DRA and Edison agree that EM Services: should-receive
Performance Adder treatment.. The Performance -Adder -mechanism-is
similar to the "cost plus* mechanism:we approved for PG&E-on ' -
similar programs whereby Edison receives incentive -earningsbased
on a fixed percentage of applmcable program expendxtures provided
ninimum goals are met. : T T

.DRA..and Edison proposed an incentive’ of 5% of program’
expenses on EM :Services, with the exception . of ‘Residential EM "~
~Sexvices. - DRA and Edison disagree on.the incentive percentage -for
Residential EM Sexrvices.  DRA argues-that Edison hag nogt "< @~
demonstrated~historical~energy~saving3funderfResidentiaI%EMN#.fﬁ
Sexvices as have other utilities. who have received a S% incentive.
DRA, therefore, recommends a 2% incentive . on Residential™ EM
Sexvices for the rate case period.. . ... oo oot DL

"> We adopt Edison’s and DRA’s: recommendation of 5% for EM
Services aside from Residential. - We.adopt a 2% incentive .foxr = .

g e m !
ARSI mv,..h

N

R N R o
- 84 We 'do not endorse pre-specified savings with respect to ©
customized rebates as they are incorporated in the Edison resource
benefit data we use herein.
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Residential -EM Services. ..Further,.weradopt a:minimun’performance
goal .of 75%-0of total units-as shown in Edison’s: Exhibit: 123 for EM
Serv;.ces. T N e T S TR S S AU LIPS A DN L
‘,MM A PRI e snn T emnelnaw

- Several parties: test;fmed*to the risks: of demand and 4
.supply-sxde—alternatxves,»andqthe,symmetrynofnrewa:ds»and@penaxtxes
under DSM incentive mechanisms. Edison-testified~-that: for.the same
increment of capacity, demand-side risk is highex than:supply-side
risk because demand reduction depends on customer actions-outside
of utility control. Other parties argue that. demand-side programs
incorporate portfolio diversity, which makes: them»less~rzsky'than
supply. LR I @ L R

We need not resolve this debate, but we'note-that -Edison
ignores identification of the parties which must bear either
demand-side or supply-side risks. . Undexr: incentive ratemaking for
DSM programs, -shareholders .contribute no. capital. :They:face ‘the:
performance risks that achieved savings will not reach-a minimum
level, but they do not face the capital risks of supply-side . . -
investment. If risks and rewards were balanced, the expected value
of: DSM incentives would be zexo, but for DSM programs we have
temporarily abandoned the conventional risk-reward balance.:: The
adopted incentives formula ~is symmetric, but it is.symmetric arxound
a par or target value of incentive payments, not around.zero. It
is reasonable to depart from the risk-reward standard in-order to
- overcome DSM market imperfections, but we must continue to: ;nspect
this premise in the future.. - B L EERAREE

.5. si ncentiv a S Lo mGl WD

For shared savings progranms, the partxes.have proposed
various definitions of net program benefits, which then become a’
basis for determining incentive payments. The parties have defined
the following quantities: (1) incentive basis, IB, (2) total
resource benefits, TRB, (3) utility administrative costs, UAC,
(4) ut;lxty incentive costs, UIC, and (5) ‘customer ox partxcxp&nt
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costs, PC. Edison and DRA proposed:that the incentiverbasis:should
‘be total resource benefitsiless:the: average:of utility-and:total
- ©08ts, where utility costs .= .UAC:+ UIC, and. totalcosts .=-UAC. -+ PC.
This results in an incentive ‘basis = total benefits. - UAC =.0.5-x
UIC - 0.5 x PC. 'CEc,proposedvacbasisﬂofftotal benefitsoless only
-utility costs. . Gl e e e ol oy R

.CEC’s basis is theoretzcalty correct, pbecause net "
societal benefits do not depend on’'the incentive.amount, .which is a
transfer payment from: the utility to the.participant.: However;. .
Edison and DRA are correct that including customer :incentive: costs
encourages Edison to minimize incentives . paid to:customers. We
will adopt- an interim incentive basis as recommended by Edison and
DRA.. With the adoption of this incentive:basis, we do.not prejudge
any determination on incentive ‘bases which may.be: wmade in-the DSM
rulemaking. U A SRS B S A ae SN

We agree with DRA that the incentive basis- wmll not, by
itself, encourage Edison to minimize. administration costs or
customer incentives.  However, ‘we believe that averaging total .-
costs and utility costs will encourage Edison to. morevcarefukry“
consider tradeoffs between.max;mmzxng ‘benefits and. mxnxm;zxng
costs. .. o T S S OO OO I '

4 ‘ ‘ R s
The adopted incentive functions. for shared . savings are.
detexmined by a net:savings 'target equal to-the forecast life cycle
benefits ($) for eligible programs:, -and-an-incentive -payment ... ..
target. DRA recommended that shareholder-incentives have-a-cap..
based on equivalent shareholder earnings' from: supply-side .. ::ic:
investments. We have rejected the cap, but we wish-to- pursue ‘the
long-term goal that utility managers should choose fairly -between
demand-side and supply-~side resources. Therefore, interim:- ... .
incentive payments will be based on a target of Edison’s pre-tax
- rate of return on eligible program expenses for each:individual
program, as if Edison had invested the-same amount of-.capital in
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supply-side resources. : We recognize -that for the same. RERERNe
expenditures, .DSM programs .should produce more totallbeneﬁxts than
. supply-side xesources, because benefit-cost ratios._must:exceed- one,
‘but we have-other concerns: (1):actual.incremental enexrqgy:savings
may be lower than actual measured savings-:due:to "free riders,".and
(2) the market for energy efficiency is not absolutely unresponsive
to energy prices, soO that to a certain extent.shareholder
incentives -are unnecessary.  ‘Considering these factors, setting. an
incentive payment-target based on wtility. program:expenses is.a:
. reasonable:compromise. =~ . u L Ll Ty S o skl

- ‘Referring to/the curve Functions- 1n-Appendix G, -the-net
benefits target is 100% of forecast .energy savings..  The.incentive
paynent .target, or shareholder earnings-at 100%.0f forecast net’
‘benefits, is utility expenses: (UAC+UIC) foxr ellgible-programs vtimes
authorized rate of return. ST LY

S edures: ..t il LG AAT UL cetuma o

: To establish. the test year incentive targets.for .each.
program to which shared savings:are-applicable, - we:.must set S-curve
functions “for each program. . The:data .necessary to. set these S~
curves .are.utility administration .costs,.-UAC/ utility.:incentive::
costs, UIC, paxticipant costs, PC, and the resource benefits for
each program. We have previously adopted-utility total ‘costs .which
are a -summation of UAC and UIC.. v~ oo L oaroon on®
o *'Fox ~the purposes.of setting the S-curves, we .willuse:!
Edision«s-forecasted,resource.beneixtsvand,partxcxpant.costSapAw
However, we do not adopt the underlying assumptions e.g. marginal
costs, savings/measuxe, measure life,..and:net-to-~gross, im the.
Edison numbers. Nevertheless, adopted numbers. for each of: the-~.
underlying .assumptions are necessary for the calculation:of-total
resource costs .or TRCs for each.measure under -all shared savings

co we,'therefore, Wlll order~Ed;son.to flle aX . advxce .lettex

with‘CACDuwh;ch.conta;ns,valueSuforuallmdatamnecessm:yatOLcalculate
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total resource costs for -each shared:savings measure‘adopted here.
The Commission fully expects Edison to justify any Commission':.:
adoped assumptions used for total resource costs. through'aggressive
measurement and evaluation' during-the:rate case period.

The incentive payments for shared savings-are :a:function
of the actual ach;eved net -benefits divided by ‘the net benefits
used to fix the curves. The curve. Ltself is fixed’ us;ng the inputs
shown in the graphs contaxned in. Appendlx G. ‘For- each;program, the
associated incentive rate is. d;fferent,,but common to ‘all functions
are the followmng. (1) a penalty for achlevements below 50% of net
benefits, (2) a 50% bandw;dth between the. m;n;mum and max;mum
incentive levels, and (3) an adopted target anentxve based on a
10.59% of utility costs. . o o PR

- With this mechanism . in place, deson S xncen:;ve earnxngs
are dr;ven by.their level of ach;evement in that the effectxve _
incentive rate increases continucusly as net benef;ts Ancrease. .
This is unlike PG&E’s incentive which 1ncorporates a fixed . ,
percentage of net beneflts after a minimum level is ach;eved.w_ﬁ

We have adopted an lncent;ve funct;on——the relatxonshxp
between achieved savings and sha:eholder ;ncenzxve payments--wh;ch
mitigates perverse incen:;ves and .tends to confine payments to a
reasonable range. Adopted ;nter;m defxn;tmons .fox program .
benefits, incentive basis, and xncent;ve targets are xeasonable
compromises of the parties’ recommendatxons and practxcal .
considerations. The adopted incentive function is algebra;cally
complex, but it is theoretically sound and.can be easxly calculated
using spreadsheets. Revisions to. the -adopted shared savings ..
mechanism may be considered in the cuxrent DSM. rulemak;ng.ﬁ

The adopted incentives are consistent with the
requirements of PU Code § 746. The interim incentive program does
not complete the Commission’s obligations undexr PU Code § 746
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. because- it appl;es-only to.Edison, but it.is a.step:in:the right
direction.;.;. . ..t maenDin e el g s b o
=, i - - 7 = R P A A L SN L PSS SR 44 '.) SONRLIE T e Gl
After. Edison prepared-and. served its- DSM testimony, .the
_Legislature .enacted PU Code §:70l1.l, which states:

"The Legislature further finds and. declares .

that, in addition to any appropriate

investments in energy production, electrical

and natural gas utilities should seek to

exploit all practicable and. cost-effective

conservation and-improvements in the efficiency

of energy use and distribution that offexr. .

equivalent or better system reliability, and

which' are not be;ng exploxted by any- other

entity." ‘
In response to the new code section and encouragement‘from NRDC,
the sponsoxr of the ‘legislation, Edison has agreed to withdraw its
customer incentive caps and to seek to expand its- DSM‘programS'”
where cost-effective opportunxtxes are identified. - Edlson'belleves
that §"701.1 requxres ‘that Edison have the ability’ o -incur DSM
expenditures over and above its funding- request-in this" GRC.
However, Edison testified that § 70l1.1 does not requlre ratepayer
fund;ng of every dollar needed to ‘achieve 'DSM’ goals.\”
' NRDC’s proposal for: ‘spending- flexibility, endorsed’ by
Edison, would allow DSM ‘funding above ‘GRC levels when' just;f;ed by
customer demand, - "subject to the ‘same prudency reviews ' that “all *
Edison’s efficiency programs received." "85 - NRDC - testxfxed “that
none of the DSM opportunities addressed by Ed;son s programs are
explo;ted by other entities.- SRR

' © " TURN opposed the" anreased fundzng sought by ‘Edison and

NRDC. TURN argued that $'701:1 ‘must ‘take its ‘place ‘among other*PU

Code sections whxch requ;re just and reasonable rates and ‘othex”

85 Exhibit 406, p. 2.




‘prudency reviews of Edison’s DSM. expenses.’
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ratepayer protections.:  TURN pointed:to-legislative “intent’ that:
§ 701.1 should presexve regulatory agency flexibility in<planning
for both generating facilities and -energy efficiency and

'conservation‘programs.aﬁi NRDC seems to: favor retrospective .. .

87, TURN believes 'such.

review would be illegal, because there.is no mechanismcin place £
avoid retroactive ratemaking problems. B A PO PR TR
We agree with TURN that § 70l1.1 must’ be ‘considered "inm
addition to other ratepayer protection objectives.,™ as stated in
€ 701.1 itself. We also . acknowledge that prudency reviews of. DSM
expenses are now and should continue to be made on aiforecast: ...
basis. The practicality test :in § 701l.1 includes 'the:practicality
of Commission review of DSM funding by-ratepayexrs. We have allowed
increased DSM funding between GRC test years, but. only after
Commission review and upon a showing by Edison .that there :is a
demand for increased funding. 'We ‘have relied on 'NRDC’s testimony
in specifying the necessary utility showing of increased demand.
One § 701.1 limitation that remains untested is the ¢
extent of exploitation of conservation by othex entities.. :NRDC'
believes that Edison’s efforts do not duplicate the efforts of any
othexr entity, but that notion is not supported by a factual recoxd.
The market imperfections that justify mutility DSM programs are not
absolute. Customers do take some ‘conservation actions -in.-response
to energy prices and the workingstof‘competitiveimarketsgﬂbnhrket'
players are among the other entities.specified by §-701.1,
confirming Edison’s conclusion that: & 701.1 does not require: . .-
ratepayer funding of .everxry dollar needed ' to. achieve.all cost~ ...
effective enexrgy conservation. :There is no evidence:on:the .recoxd

P T ! - ..
LR ; I C P w

-86 .Report.of thefSenate Comm;ttee ‘on: Energy and‘Publzc:Ut;lxtzes
on AB 3995, Attachment B .to opening brief of TURN e

MR s o

87 Tr. 31:3022-3023.
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about pursu;t of the same consexrvation oppcrtunltles~by-utmlmt;es
-and othexr entities. .. . - .~ - . voouelonon VT OLDT T GLLmn s :
‘We-have- substant;ally ;ncreased Edison’s.: DSM,erpenses,
eliminated incentive caps, .and allowed ;ncreased~DSM,£undLng when
it is justified by increasedqcustomer'demand.,,Thesemactions;ualong
with authorization for rate recovery -of reasonable DSM.expenses, do
not in any way hinder Edison from compliance with :$ 70%.Lk.: . -,

: Commission review of Edison’s. DSM expenses. has -been
‘hampered by inconsistent presentation and:formatting of the 'i7
evidence. - DSM and RD&D programs .are fundamentally different from
- conventional utility functions, and the FERC Uniform System of ...
Accounts was not created-with DSM in mind, but. these .are not valid
excuses to depart fxom'rigorouS“ratemakingjaccountingﬁr31n:£umure
GRCs all active parties should clearly identify -and tabulate the
programs they are discussing and categorizing.. In:.its next GRC.
Edison should present a DSM comparison exhibit which:sets forth the

positions of all active DSM perties, not only Edison and the DRA.
The exhibit should be served on Day 206 of the Rate Case Plan,
concurrent with the joint comparison-exhibit on revenue- requirement

issues. T o S O A A

TURN. has recommendedmthat‘the CQmmissionglimituA&Gt:ﬂ
expenses—-including advertising--to 30% of DSM program budgets..:.
TURN ‘suggested that general advertising costs have increasingly:
found theix way .into. DSM budgets. -~ Except for the compact v . .. ¢
fluorescent light bulb program, we. will not -adopt TURN’s: 30% limit.
However, in its next GRC Edison should identify the: A&G percentage
for -all proposed DSM programs,. sO that :other parties:.and-the;. i
Commission c¢an quickly identify programs with higher than average
ALG costs.

We will deny Edison’s program-specific attrition year DSM
- funding requests. Ex;stlng formula- adjustmen:s ~for ‘costx: escalation
apply to DSM expenses. The’ ‘adopted’ test year expense Tevel is &'

o DA
]
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substantial. increase.over current authorized -expenses;, and' Edison
has not, justified its regquested exceptions. to attrition escalation
principles.. As_discussed‘ea:lier;in‘this,chapter)cndison:canwwﬁ
request -further DSM funding by .separate application.:.. i Ui
Standard TRC calculations:.exclude the- costs of incentives
given to customers. From a societal perspective incentive payments
are transfers, not costs, but the exclusion of incentive payments
removes an incentive for utilities: to control those:payments. . The
TRC formula should be revisited in~mhevDSM“rulemaking;7
2. . Re ) o N T
) Edison and its affiliates are authorized to own. up to" 50%
of QF projects which sell power to Edison. ' Since 1984 Edison has
executed -agreements with affiliated projects:for .more:than:1500° MW
of capacity, representing more. than 40% of;the*QFugeﬁeration:u”w“
purchased by Edison. .Under Edison’s.holding company structure,. -
affiliated QF transactions:are made. through the Mission: Group and,
primarily, Mission Energy Company (collectively, Mission’ Energy)-
DRA and. other parties have raised-disputes in several Commission
proceedings  concerning the transactions between Edison-andWits: QF
affiliates and the provision of information about those:: . ..
Lransactions. . . . LU oo Lo e e LA e T
2. sition- DRA - - .. Lo Dm0
DRA - has. recommended that the: Commission: reduce Edison’s
ROE by 40 basis points (0.4%) for-test-year 1992, fox:failurelto:
comply with- Commission  regulations regarding affiliated:QFs« - Half
of this penalty, 20 basis-points,. is.foxr Edison'sxrepeated failure
to provide information regarding-affiliates: to.the~Commission. . An
additional 20 basis point reduction is for Edison’s anticompetitive
favoritism of affiliated QFs over nonaffiliates. Taken together,
the penalties would reduce test year revenue requi‘rement by
$35.9 million. Co - . R ““':T“
DRA believes that the problems of Ed;son ‘s favor;t;sm and
failure to provide information’ are severe ‘and have-continued

nor - Yy
L P RN S
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despite: repeated warnings::£rom the~Commission. :According to DRK
~the. penalties: should be :comparable: to two penalties -previously
imposed by the Commission. . In.D.91L0788 the:'Commission: pendlxzed
PG&E 20 basis points fox failure to- adequately pursue ‘cogeneration
opportunities;"In.D;82-l2-05539,théxCommissionnpen&Iized Edison
10-basis points for two'yearsﬂfor'failure*to‘comply”withtCommission
policies on pricing of QF:contracts at full avoided costs. .-
‘12.1.1 Failure to Provide Information = - .o 0TI oL v T

The Commission examines the reasonableness of -affiliate
QF contracts in ECAC proceedings. 'In A.88-02-016, Edison’s 1988
ECAC application, DRA reviewed. a contract between:Edison and XRCC.
That xeview: resulted in a Commissionvdisallowance of '$48.371:
‘million in payments to KRCC.due to. Edison’s imprudent:actions: in’
negotiating and executing the contract. " (The amount of the:
disallowance is nowtin‘rehearing;)TﬂInLAw89 05-064,~Edlson~s~1989
'ECAC application, DRA reviewed Edison.contracts with'Sycamore: '
Cogeneration Company (Sycamore) and: Watson: Cogenerat;onsCompany,
for its project at the ARCO Petroleum. Products: Company site™- -
(Axrco-Watson). . The 1989-ECAcureasonableness-revxew-;s~now-;n~the
hearing process bhefore the Commission, consolidated with: the
reasonableness phases of A.90-06-001 and A.91-05-050. . %

DRA cited several examples of failures to provide.. ' -
information-in the KRCC:matter:.. (1)-Edison’s'reluctance to respond
to DRA’s:request for information on the.affiliate partnership -
.agreements, despite clear-statement of DRA’s-and- the Commission’s
rights in D.88-01- 06.?»,.9*-0 in which the Commission authorized: - - v
deson 'S holdxng company structure, (2) Edlson's deflcment dxrect

88 2 Cal. PUC 2d 596, 726- 739‘(1979) -
89 10 Cal. PUC 2d 155, 255-258.(1982).... . . ..
90 27 Cal. PUC 2d 347, 374 (1988).
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showing on the nonstandard. provisions in the:KRCC»contract;

(3) Edison’s voluminous rebuttal showing, after DRA'had revealed

its concerns;: (4)-comments: on evidentiary shortcominges by theALJ

and the assigned Commissionex;.and (5) discussion language.in-: .

D.90-09-088, 91 in which the KRCC -disallowance was' oxrdered.... 7.
DRA. claimed. that. Edison’s showing in.its 1989 ECAC

application failed the Commission’s standards for utility testimony
established in D.82-01-103:9% . . . o oo o woo
-~applications for nonstandard contracts. should: . . -
clearly state all the differences botween the
contract and the standard offex, and identify'”
‘all gains and costs for ratepayers. . The - - Co
application should fuxther demonstrate why
ratepayers should either be indifferent to ox
prefexr the nonstandard contract over the
Vstqndard contract.”. o L
 DRA also cited findings. in.D.91-05-028,%3 in- which the
Commission denied approval of Edison’s: proposed merger with SDG&E:

© =322.. As this record clearly demonstrates,:.

. despite SCEcorp’s preexisting duties and the
Commission’s stated intention to construe the =
holding company conditions and its statutory . :r.. ..o
authority in the broadest possible fashion,
applicants have often failed timely oxr - G
willingly to provide the information-necessary ...
for the Commission’s reviews of affiliate |
transactions. ‘ R - Ty

~323. Applicant SCEcorp’s reluctance to provide
information as required by holding company = .- = -
decision Condition No. .1, and thereby.satisfy . . . .-

. its obligations under the regulatoxy compact =

* struck in D.88-01-063, undexcuts the notion - "~~~

. that reliance should be placed.on this . . 5o -20.77.0

B

" O
[

92 8 Cal.PUC 2d 20, 31.and.83::(l982)w: .- > e oo

DL L0

93 At mimeo. page 161.
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smitigation vehicle:evensif: it: wexe: modzfled in poooaonn
-our. decision today. L ame e e Al e

e e T
e T e
- - [N P . ORI I T e e

.Accordlng o DRA, Edison has- failed:to: comply'wrth clear'and dzrect
orders - to-provide. the information..:.cio... il C e s ans L

To support its-allegations: of. favor;tdsmp DRA c1ted the
same three nonstandaxd contracts with-KRCC, Sycamore, and.Axrco-
watson, which together provide Edison:with“about"lOOO“MW<of-power.
DRA claimed- that Edison’s favorrtxsm causes ratepayers’ direct harm
and is antrcompetrtxve--rn an econom;c sense-—because it
drsadvantages nonaffiliate- QFs. ‘The latter. problemdcould
eventually harm.ratepayers through reduced compet;txon among all
QFs. During hearings DRA. admitted that its evidence of favoritism
is cixcumstantial. DRA presented no’ writteén evidence of Edison
policies or practices that show intent to favor affiliate QFs.

In D.90-09-088 the  Commission made several: findings that
relate to favoritism to KRCC, but did not use that term explicitly:
(1) Findingvof Paot 129 refers to "acts of rmprudency in the
negotiation, execution, and adm;n;stratron of the. KRCC agreement”;
(2) Finding of Fact 132 refers to. ”management decxsmons... which
did not'adequately take into accounr the intexests. of. its
ratepayers as defined by the Commission’ s dec;s;ons and adopted
standard offers”; and (3) Flndlng of Fact 138 refers to actxons
taken by Edlson wh;ch were at odds wmth specmflc Comm;ssron
drrectxves.u. ‘DRA infexs that those actions. demonstrate favoritism
because other large QF contracts do not have srmrlar’problems.
D.90-09-088 made one add;tronal flndzng that coﬁes closer to a
direct finding of favoritism. Finding of Fact 145 states:

"By inference, it appears that Edison may have
¢considered the interests of its QF affiliate
before its ratepayers and other QFs."

DRA supported its claim of favor;trsm by comparrng KRCC

~

contract terms with terms in nonstandard contracts.'with., & I3

. . L ! ", [’
PRI ot L Y T
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nonaffiliates. - .The nonaffiliate.contracts have stricter-: '«:rn . .
provisions. The favored: texms offer KRCC:. -(l).the:right-to. .-
increase firm capacity at original contract prices.(2) capacity
prices higher than standaxrd offexs, and (3) .extended durations for
heat-rate .flooxs and ceilings.: DRA also claimed-that negotiations
for the KRCC contract showed conflict:of interest, because Edison
personnel could sexve and hold fiduciaxy responsibzl;tmes for both
Edison and Mission Energy;94 L S el LD 2DTanian
DRA made similarx.claims of: favormtmsm relatlng to . the’
Sycamore and Arco-Watson contracts, by comparison-of various -
contract provisions with standard-offers and nonaffiliate
contracts. - DRA claimed that Edisonr-unfairly assisted Sycamore in
its permit process before the. CEC, including-a request: for:
confidentiality, and that Edison-had a.conflict:of interest in the
Arco-Watson negotiations because when- the-contract-was-approved .
Edison was considering affiliation with Arco=Watson. -
Finally, DRA mentioned complaints of anticompetitive .
action raised by nonaffiliated QFs. - DRA :named Cal Enexgy as one
active complainant, and cited a-historical recoxd . of othexr . ..-..
transmission access disputes..: oo s s o 0l St
22 Ltion L80on. - T R T D
Relative to- . the amount of revenue at. stake, Edison. ...
contested the proposed ROE:penalty moxe vigorcusly than- ~any ;other
issue.. Edison hired outside: counsel to litigate the:issue, called
five rebuttal witnesses, including a Senior.Vice President, -and~
filed-briefs . in two separate.volumes. . ! o
... -~Edison appended to- those .briefs: three documents ‘which .are
its pre~filed testimony in- A.89-05-064, the- 1989:.ECAC application.
DRA objected to any Commission notice of those documents... . The.;
documents. are clearly:additional. testimony, noti official documents

94 D.90-08-088; 37 Cal. PUC 2d 488, 576 (1990).




A.50-12-018 et al. ALJ/J../vdl-w

eligible for.any form of-notice. :We! have disregarded them in-
considering :the proposed ‘ROE" penalty hexeinc . .. ° .07 Lo v
2.2.1 - : P VST Lo
-In.-its opening br;ef,‘Ed;son“presented“eight“arguments in
support of a finding that the’ prerequlsltes for imposition-of an
ROE penalty have not been met: =0 ... Towioon TLU
(1) ‘Edison -has not. violated any clearly.:understood:
standards of behavior. There are several instances.where the. ...
Commission has refused to. impose’ penalties because the standards
for utility behavior were not.well defined.. - =& .o ik
(2) The Commission: has.not.warned Edison-ofa possible
penalty. DRA’s cited warnings. are’ from an ALJ and-an assigned @
Commissioner, not the full . Commission. - @ = R I LU
B (3) There is'no.direct:revidence.of Edison. intent .to:
violate recognized standards. '~DRASs evidence is circumstantial and
indicates Edison’s intent to- comply with Commzssxonfpolxcles -and
directives. . . . K S O P PP s SN
.(4) Other remedies are superior .to penalties.forc.: o
encouraging Edison 'action.” In-its rebuttal testimony Edison . .
offered to voluntarily restrict communications between-Edison:.and
affiliate employees, to distribute a semiannual 'xeport on‘affiliate
contract negotiations,. to disclose.to.DRA all documents which
relate in any way to dealings with affiliate QFs, and. to.confer:
with DRA regarding information necessary ‘to support LtS»ECAC
reasonableness reviews. = . - N P S NP Soo s S Rl
(5) The penalties lack‘any incentive 'or. detexrrent .
-fuhction.‘-Accord;ng-to-Edison,’suchupenaltaeS-encourage-Edmson to
‘seek ‘pre-approval.for its actions," burden;ng“Edmsonhand thes U
Commissionc . Sl Ll DL L 0D T ann il ovnn s nrTee el AR D
oottt (6) . -DRAThas- falled to meet its:oburden. of proof; which it
must carry when it alleges violations of statutes, rules, orxders,
or tariffs.




i

(7) The ROE penalt;es would unfaxrly duplxcate other
adverse’ consequences sustained’ by'EdLson due’” to the KRCC and mexgex
decisions. Edlson believes that’ those Commxss;on aééldns wéfé’“s
taken in paxrt due’ to Commission concexn’ that Edison acted to ‘favor
affiliate QFs. Edison admits that separate penaltles and’* ”’““
disallowances are possible in response to the same behav;or, but’
such dupl;catzon would be unfair in th;s ;nstance. L

Co(e) ROE‘penaltles would cause profound reverberatxons"
in the financial’ community," Lnducxng a percept;on of unfaxrness
which could eventually'mncrease Edison” s cost of capztal and harm
ratepayers. c S f‘“ o e DR S

2. 2 dence_on_Px 'd'n Tn !'””"'n"”

“Edison presented’ six ‘arguments in oppos;t;on to a penalty
for failure to provide Lnformatxon-:“”““ ' e

{1)""DRA’s testimony is confusing’ and“conflxct;ng. ‘DRA
has mlxed ev;dence, test;mony, and needs for Lnformatlon. A

(2) ‘There is no- precedent or ‘reason for a penalty for
failure to carry the burden of proof. R

(3) Other remedies- are ava;lable and more effectrve. If
Edison’s direct showing in any proceedxng is 1nadequate, ‘DRA"should
file a motion to d:.smss, or d:.scovery can’ be used to’ obta‘:’.n“’ S
further information. If rebuttal’ te tlmony is excess;ve ox" should
have been filed in a d;rect showxng, "DRA should file’ a mot;on to
strl.keo D - la T N R XA B,

7' (4)  Edison nevexr: lntentxonally om;tted necessary
information in the 1989 ECAC'or merger proceedmngs. DRA'
dissatisfaction is not evidence of intent to withhold Lnformatzon.

(5) DRA’s examples of nond;sclosure of“xnformat;on are
anecdotal and-fail to show’a pattern’ or intent on" Ed;son s part.

(6) Edison’s management actaons wxll mxtlgate ‘furthexr™
;nformat;on problems.r PR s T :

A b

-,

Edison presented seven*argﬁneﬁtgoagainét*a”penilﬁ§4£8r

\ f'
favorlt;sm- -
- ‘ .) SR
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s - e -.xu;"
i )

- (l) Ed;son s polrc;es and actrons toward.QFsyhave
compl;ed wrth Commass;on standards of conduct. ~,.':'.'d.z.son pursued
affrl;ate QP contracts whach wexe the best deals poss;blesfor

development.‘ - R ‘ e

(2) DRA's standard for QF negotrat;ons,.whnchmrequzres
that all nonstandard contracts must be economacally equal to
standard offers, is meractlcal harmful to ratepayers,ﬁand ‘has. not
been endorsed by the Commrssron-. Accordang to Edison,. DRA!s. policy
'requ;res that every sxgn;f;cant contract provision offered to.. .
affiliate QFs must be made avarlable to nonaffiliate QFs. Thrs .
disclosure of terms that are offered durrng negotiations but'mrght
not be 1nc1uded in agreements exceeds Edison’s, oblrgatrons to.
bargarn with QFs in good. faith. Such drsclosures.would also harm
ratepayers. . . S o . B

, (3) The KRCC dec;s;on drd not conclude that Edlson had
shown favor;t;sm. L Cn e e e

(4). DRA’s review of aff;lrate QF contracts is
_i;ncomplete._ Contracts should be evaluated.as a whole, and. DRA bas
not done so, espec;ally regard;ng nonstandard contracts with
Northern Natural Resources, 0perat1ng Lease Services,.and Mrdway-
Sunset.” Edison crted nonaff;lxate contracts with terms more ... -
favorable to the QP than standard offers.

(5) DRA’s contract administration. examples . do not
indicate. favor;tasm. Edison assisted-nonaffiliate QFs before. the
CEC, and Arco-Watson was not.an. affrlrate when its agreements.were
smgned or extended.n:‘ . e e

! (6)..-The Cal Energy compla;nt and other transmlssron,
access complarnts should carxy no weight. .. .. ..

(7) An ROE penalty is unnecessary because Edrson_has
dealt with all QFs fairly and will act,toﬁfurther,assureﬂtheii‘if
Commission that.no favoritism exists. . . . ... ......
l—w—z; D. . 5 "’on' | | | | h NI

There is ample precedent for Commission authorxity to “
penalize utilities by reduction of rate of return. The PG&E

- 173 -
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penalty assessed in D.91107 and: the‘deson penalty. assessed Ain
'D.82=12~055 are .good-examples. -t SRARES

= DRA '‘and Edison .disputed whethexr :the- proposed”ROE ‘penalty
is:duplicative of other penalties. According to DRA,: the. .KRCC:!:
disallowance was not:a penalty and . did not address.:the problems of
favoritism and provision of information. ECAC reasonableness
disallowances would be the same .whethexr the QFs were.affiliates or
not, because ECAC disallowances reflect only unreasonable fuel-’
.related expenses, not penalties for-management failings. .~Edison
witnesses held different views about . penalties. . Senior Vice
President Charles McCarthy testified that capital cost reductions
are properly called disallowances, but. a large disallowancewould.
have -punitive character. Disallowances-of unreasonablemfuei;"¢’
related expenses are generally not punitive'in?cha:acfer-g-ﬂowever,
the KRCC disallowance and the merger denial ‘were both penalties.:
Edison witness Robext Kendall testified that disallowance.of any
dollar amount by the Commission: is not.necessarily-a: penalty, but
rejection of illegal requests would have penalty. character. . In’his
opinion the Commission’s rejection of Edison’s merger -application
has caused shareholder penalties, due to lost opportun;tles and the
payment of merger transaction COStsS. - - v v T NSl ol

We agree with DRA’s characterization of disallowances and

-.penalties. Disallowances are denials. of rate recovery for
unreasonable costs, whether those costs are.ordinary expenses; . .
capital costs, or costs induced by unreasonable forecasts. : ...
Disallowances can result from explicit: findings that costs-are
- unxeasonable or from failure to-meet:the burden of proof of:. ...
reasonableness. Penalties are punishments for .offenses -or-:actions
contrary to statute, order, rule, ianstruction, .or express.policy.
Adverse consequences to shareholders do not by themselves.make ..
penalties out-of Commission decisions or disallowances.

L A S S A
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2.3. igation vide In -+ L P I O PO RIS T

There is ample evidence in - this:proceeding to.support.a
finding that Edison has failed to follow. Commission-instructions on
provision of ‘information.. -In D.82=-01-103 -the Commission.clearly
set forth information requirements- fox nonstandaxrd.QF-contracts.
In presenting. the KRCC, Sycamore, and Arco-watson contracts:before
the Commission in its ECAC applications, Edison .was obliged:to. .
"clearly state all the differences between the contract.and the:
standard offers, and identify-all gains and costs for ratepayers."
DRA’s discovery disputes and Edison‘’s ECAC applications show that
Edison has failed this standard.. Findings of Fact-322 and:323-in
the mexger decision confirm Edison’s.failings. : No.further:warnings
by the. Commission are required. - The. preponderance of evidence is
adequate to find that Edison has failed to meet a-.clear -standard of
behavior. An ROE penalty for this failing wouldonot-unfairly -
duplicate the KRCC disallowance, and the Commission denial-of .:
Edison’s proposed mergexr with SDG&E. is not.a penalty.: ~The~.. '
Commission should not and will not refuse to orxder. justified: -
penalties because ¢f the financial community’s anxiety .about . -
adverse consequences to shareholders. . The financial impacts of .any
Commission decision are important, but our. fxrst .responsibility-is
to ratepayexs. T L SRR

. Despite these f;ndxngs, we will not order‘an ROE :penalty
for failure to provide information,.because.a penalty is.mot the
most effective remedy for the offending actions... In.Commission:
applications, failuxe to provide -information is :fundamentally a.
failure to meet .the burden of proof, and.remedies-directly: related
to burden of proof may be more appropriate. . This notioncisc:. -
‘supported by the lack of precedent:.for such penalties, as:Edison
has. noted. D S A s U ' K

.Enforcement .of “Edison’s .obligations:to provide:
information has tried our patience. It is not enough to
characterize informational disputes as mexe discovery differences,
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or to suggest motions to-dismiss-or:motions-toistrikev The
evidence of Edison’s failings requires stronger“méaiéfne. In
future ECAC reasonableness reviews,.including ther curxent -~ ..
A.89-05-064, if information disputes similar to those experienced
in the KRCC and merger proceedings.should be xzepeated, we: suggest
that DRA submit additional  testimony on ECAC .expenses during the
review period-as if the disputed-affiliate QF .contracts:did not:
exist. Such testimony may xely on computer.production cost models
or other techniques. In this way the.Commission may find>. =
reasonable only the lowest available replacement power -costs, if
Edison fails to meet:its burden of:proof for affiliate QFr..: -
contracts. DRA should:waste no moxe tzme extracting affiliate
information. from Edison. L. ' R R I AR
12.3.2 ravomhusmgo__ﬁz.uu_ox_e C e e

Regarding DRA’s claim of._.affiliate QF. favor;tism, we-have

- a different problem. An ROE penalty would:be an-appropriate” . ..

response to favoritism, but the present record is'inadequate -to

-make the necessary findings of favoritism.  Because the evidence of

favoritism is circumstantial, we will in this instance require .that
favoritism be demonstrated in. the negotiation, execution, or:
administration of more than one.affiliate QF contract. ... .7 .

- 'We. disagree with Edison’s .arguments that no.standards for
affiliate QF transactions exist. The.Commission has not: endorsed
the exact QF negotiating policy that DRA recommends, ‘but. .standards

. for affiliate QF transactions arxe clear. .. In~D'82-01-10395~thé““

Commission required assurance that:affiliates should not receive:
special treatment:s .. cut LIUUD L T emnL Ll oI Iminoun

"The guiding principle.: for\nonstandard .contracts -
upon which applications should be based is that

" the contract: ‘texms, taking into account the
associated risks, -should.not be more than -~

" 95.-.8 .Cal. PUC 2d.20,:83-(:1982). - ~n: -
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expected avoided:costs. under‘the smandard‘”‘”“r: O
offer. e e e D e

.
Ce P A
S T P L

Ed;son has -suggested that- aff;lxate QFs are. -less . risky'than:-.
nonaffiliate QFs due.to.superxor‘flnanc;alrrel;ablllty,ubut‘pr;ce
‘concessions . in. response to. that: financial reliability are not ":
reasonable because there is no-evidence that Edison: has assessed
the impacts:of financial reliability on operating.risks.. . .

Edison argued that:the KRCC decision made no-finding.:.of
favoritism. The Findings of Fact in D.90-09-088 refer:repeatedly
to “acts-of imprudency,” *management decisions.:. which didonot"
adequately take into.account the interests. of -its :.ratepayers," and
"actions taken by Edison which-were at odds with specificzv—
Commission di:r:ections."96 Finding of Fact;leeﬁstategathatmzdison
"may have considered the interests of its QF affiliates‘before its
ratepayers and other QFs.” Taken collectively, the findings in
D.90~09-088 demonstrate that Edison has unfairly:favored: KRCC . over
nonaffiliate QFs. L T S A S P
: The Commission has thoroughly: reviewed the KRCC: contract,
but DRA’s evidence in this GRC.is insufficient tovfind favoritism
in the Sycamore and Arco-Watson contracts.: We do not find.:.that.
favoritism is absent, but a complete ECAC reasonableness review is
necessary to find favoritism. 'DRA has presented evidence of
favorable terms and provisions which might.support.findings of ' -
favoritism after complete reviews of.the: two contracts, but in this
GRC the necessary review is incomplete.  We cannot rely on 'partial
evidence regarding the Sycamore and Arco-Watson ¢ontracts to "' .
support the findings in the KRCC decision and then~find that-a
pattern of- favorltxsmrhas existed. -~ . R

However, we w;ll not close the record on the proposed ROE
penalty.v If in A, 89—05—064 A.90- 06-00l, and  A.91-05-050 we should

T 8 et R

96 37 Cal. PUC 2d 488 (1990); Findings. of Fact 129, 132, and 133.
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make findings regarding the: Sycamore :and Axco-Watson ‘agreements’

that parallel our findings on the KRCC :contract, then we will'not
hesitate to find in this proceeding-that 'a pattern of favoritism’
has existed. Appropriate penalties would follow. We leave the'”

record in Phase 1 open, in anticipation of this possibility. -

-We will not oxdex Edison to produce a:semiannual ‘report
on affiliate QF negotiations, which it/volunteered tofile'with the
Commission if directed to do s¢. . Such a report would not.w .-
adequately inform all QFs of available: nonstandard: .terms ‘and’
provisions. However, this does not relieve Edison of its v =i <
obligations to baxrgain with QFs in good faith.: Edison/must’ protect
ratepayers from excessive costs while: promoting: QF ‘development.”- In
genexral, these factors shouldvdriverF'agreements<towardbsthndard
offer prices. The Commission can approve nonstandard‘prov1510ns*
when both ratepayers and QFs can benefit from them, in’ instances
where QFs and ratepayers value certain provisions differently.” ~
Because of- Edison’s favoritism toward .KRCC and:alleged favoritism
toward Sycamore. and Arco-Watson, we:conclude that: Edison’s good::
faith obligations include the obligation:to inform:all QFs-of: it
significant terms and conditions that Edison has made’available to
othex QFs, affiliated-or nonaffiliated.: We recognize’the public-
policy: choice-between open: information, which would encourage- =
development of the QF industry, and restricted information, which
would encourage lower rates. In this instance, Edison’s_favoritism
toward affilate QFs tips the balance’ toward open:information. We
leave to-Edison the best-way to:inform QFs.of.those.provisions, but

a; xreport to the: Commission .twice-a year.is not.enough.: . JCo.l’.s
A3- Comments to Proposed: Decision ' oo .00 nor OULITANTIL n
In compliance with PU Code § 311, ALJ:Weil.prepared a’
Phase . l.proposed decision, which was mailed to-all parties‘on
November--18,.1991.  Timely comments to the proposed.decision were
filed on December 6, 1991 by: CEC,.NRDC, SoCalGas,. TURN,:DRA; "77
Edison, -California Department of General Services,.and-Coalition:
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Late. comments. wexe .filed by:  .CMA, PG&E, and SDG&E. -‘Timely reply
comments were filed on December - L13, “1991 by:. TURN, DRA,"IU, and
Edison.. . Bdison’s initital comments exceeded the page -limitation
required in Rule 77.3 by: . (1) inclusion of a three page summary
incorrectly labeled as a subject index,. (2) inclusion of five ‘pages
of tables -and text incorxrectly described-as proposed findings of
fact and conclusions. of law, (3) insertion of additional: comments
along with proposed findings and conclusions, and (4) transmittal
by letter to the assigned ALY of 12 pages of work papers.:.’'All of
this material except. the summary is-new. factual information, ="
untested by cross examination. ' DRA‘also :included: two pages of new
- DSM- shared-savingsftableSvin'its<initial'comments;%>wefdidﬂnot“rely
on any:of: the excessive or new lnformaz;on ln.approvmng this'
decision.: i S et o A SIR oI o COIVIR
= We have~reviewed'and‘carefully=consideredﬁthe-commenfs“of
the parties. in adopting this. Fourth.Interim Opinion. 'Wei'have made
substantive changes to the ALJ’s proposed decision:in the followxng
areas: (1) attrition year productivity, (2) priox yeax: - -/
expenditures for electric.transpartatzon.projects,-and?(BauDSMW"
(measurement and evaluation expenses, TRC calculations,  shared
savings workshop, and energy cooperative payments). - Other.minox”
revisions have been incorporated as necessary throughout’ the" text
of the decision. S R T R R 40 e R
Findings of Fact AN U P DTRG0
~1.;:.0n-December 7,.1990 Edison filed A.90-12-018,.its-test-
. year..1992-.GRC, requesting: (1) an’increase in ALBRRO£1$173.141"
million for.the test year,.(2) an increase of about:$174 million~
for attrition year 1993, and (3)an increase of about’ $212~m;llxon
for attrition yeaxr .1994. = . - ST A0 i L Teenn
2. . On December 18, 1989 the.Commission issued<Iv8§9-12=-025,
concerning- lengthy outages at Palo:Verde:!l and Palo-Verde=3.: In-:
compliance with PU Code §455.5(¢), the investigation-was™> " .. .
consolidated with A.90-12-018. by ALJ.ruling.dated February.l; '1991l.
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.3.70On February 21l;.1991 the Commission issued:and .:
consolidated with the GRC -Lu91=02-079, to:investigate xrevenue: -
requirement, rates,: pract;ces, and other aspects -of Edison’s
operat;ons.~w. L e el e ey wenn el

.~On March 7, 1991 Edison-amended- A.90-12-0I8’to submit
. ‘Phase. 2 testzmony- B 3 B I AR P Pt e (RN
.25, The consolidated GRC .is- d;v1ded anonfourrseparate
phases: Phase 1 on revenue requxxemenx,amargxnal”costsw;andansn;
Phase 2 on- revenue allocation- and .rate design; Phase .3 on . the Palo
Verde outages; and an anticipated Phase 4 on.affiliate.- RN
transactions. . . . S R AR T N
6. - Public participation:hearings:. were held during Maxrch. 1991
"at-six locations in Edison’s service.territory. . LSS D

7. Fxfty days of. ev:dentzary’hear;ngs were held on Phase 1
issues.. oL . . R SR e

‘8. - .At the time Phasel- brmefs were f;ledﬂ Edison’s requested
increase in ALBRR was :$191.364 million.: DRA recommended.$274.099
million less than this amount, for a net reduction of $82.735 ...
million. - T T TP e LI AL

".."89.. The parties have. agreed: that.Phase 1l revenue. requixement

changes~should be consolidated: with .changes ordered-in othex ...
proceedings, and that rate revisions-reflecting  the consolidated
revenue requirement changes should:be ordered in: A.91-05-050,
Edison’s current ECAC application. : = B ST ST, P

10.. ‘The ALJ’s Phase: 1l proposed:decision-was-mailed to: all«
partxes on November 18, 15991. L

11, . It is.necessary to . adopt a sales forecast.in Phase 1 to
determine jurisdictional.allocation: factors, the usexr:tax-element
of working cash, and postage.expenses.. - S RS N

12. Except for agricultural sales, DRA‘s test:year: sales-.

-~ forecasts were based on-more. recent data than Edison’s sales
forecasts and.should be: adopted.. .- - '
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13. . The: adopted. test‘ye.'ar-"agriculturalj-;:sal-'e's.';’fo:ecast should .

be based on average weather conditions. LD . < Uiw Dearalhloume
14. .. The sales forecasts set forxrth:in-Appendix B to: th;s
decision are reasonable and should be adopted for Phase;l@puzposes.

15. DRA‘’s wage .and salary study is incomplete becauvse it does

not compare all elements of employee compensation,.-and it does mot
report Edison”s compensation levels.relative to the. distribution of
compensation "levels among comparable firms. R .

- 16. - With the ‘exception of .executive bonuses,. Ed;son“s.test
yeaxr forecasts of wages and salaries.are xeasonable. ... .. .

17. 1In Edison’s next GRC, Edison and DRA should-continue :
their joint .studies on compensation,.with moxre-emphasis on total
compensation, total benefits as.a percentage of cash-.compensation,
and the distribution of total:compensation among firms.

18. Edison and DRA agreed that the labor and nonlabeoxr .. .
escalation factors set forth in Appendix: C to this:decision,
exclusive of a Cost Containment factor, “are reasonable and . should
be adopted. C T I B

19. For accounting and forecastlng purposes, uncontrollable
expenses are: . (1) fuel-related.costs, (2) DSM costs, (3)2RD&D
costs, (4) franchise fees, (5) uncollectibles, (6).postage- -
expenses, and (7) employee health care costs. . ... . oiuiloe o~

- 20. In’'oxrder to adopt forecasts. of-controllable-expenses,-it
is reasonable and necessary to.applycCost Containment  adjustments
to -all operating expenses except.the uncontrollable expenses listed
above. R TR, L e

2)l. Edison has included historical- total factor: productxvxty

-improvements in its test . yeaxr estimates.. - o.vovosnivur anlmeoaseb
22. Edison has not included:Cost.Containment. goals:in-its:
test yeaxr estlmates. O TR PRI S SN

'23." Edison‘s testimony on: total factor:productivity: indicated
a range of 1.3% to 1.9% for annual productivity:gains: from. 1976*to
1992.
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24.. It is -‘reasonable to:apply. annual adjustments of~50% of
the 1.5% to controllable ‘expenses. to reflect Edison’s: Cost: "
Containment program’s benefit to ratepayers.. . Retaining 50% of the
1.5% gains for shareholders will reinforce long:term incentives- to
utility management to control” costs, which: is::in/the: longdterm
ratepayer benefit.. = . .. o et oeerL uenn D 0

25. Authorization of controllable O&M costs without adjusting
for Edison’s Cost Containment program by alloting:50% of. the gains
to ratepayers would be unjustified and unreasonable.:t ‘

.26. Edison’s Cost Containment program began: in:late.1987.. A
primary goal of the program is to limit annual: growth of" all osM
expenses to inflation less 1.5%... ... ST )

27. The Cost Containment program is on track*toward.meeting
its goal. .- B RO P S S S

L 28.° It is reasonable to° apply'annual adjustments of. 0:.:75% to
controllable expenses to reflect the benefit of: 50% of Edison’s:
Cost Containment program for ratepayers,. and to include 0.75%:of
these gains as part ¢f the revenue requirement as a continued '
incentive to shareholders to: aggressively purxsue long. term’cost
control,~which ultimately benefits ratepayexrs.:= ~ ' oininl o

29. For ratemaking purposes it is reasonable to. assign-Cost
Containment gains to controllable expenses broadly, in the same way
that Cost Containment goals are established.. ' . .. ool

. 30. - Power plants deteriorate ‘as they age, but that.:
~deterioration is gradual. - - o vl ToLr DD oanml VOl

31. Increased expense needs for maintenance of aglng powexr
plants would appear in trends. of recorded data.: .. U »

32. Production expenseAccounts 511, 512,: and: 513 show'no
statistically significant expense. trends from. 1983: through’ 1988.

© . 33. It is not necessary to increase test year: production::
expenses by $1.353 million for Edison’s eng;neer:ng'assessment
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" 34. It is not necessary to increase.test year production
expenses by. $138,000- for Edison’s:protective. painting: program.:.
35. -It is reasonable to.-allocate timber:and:land-management
expenses at Edison’s Shaver Lake facility based' on: supervisory. time
spent- on utility and nonutility propexty. el
36. PG&E’s incentive to maximize capacity factor at; Dlablo
Canyon has. resulted in direct benefits to: shareholdexs. ..:
37.. A similar incentive would work. for Edison.. ...l s
38. Edison does not adequately. considex the.balancing.of..
refueling.O&M costs at SONGS against replacement power costs when
it plans refueling outages.- R R Lk I
39. Edison’s budgeting process: restrains- the funds’ava1lable
- £o do refueling outage work.. .. o ool ool et (T
40. Edison has made a comparative study of nucleaxr: O&M -
expenses and endorsed zones of reasonableness.equal to plus or
minus one standard deviation around the average -ofexpenses, on:a
basis of annual expenses per:plant unit or annual . expenses.per:n
installed MwWe. . L T L T s LTaan o)
4. It ds reasonable to compare- adopted.nucleaxr: O&M expenses
with Edison’s recommended zones, but.the zones:are!too.wide:to:
- adopt- any level of nuclear O&M expenses within-the zones.':
. 42, Edison should perform anothexr zone of reasonableness .’
study in its next GRC. ~  Lv o w0 UvnsLactneel sl Tl
43.: It is.reasonable to continue a- flexnble outage. schedule
fox purposes of adoptxng test year and attrition yeax:nucleaxr. O&M

expenses.n .0 . SV O S O T A S
44. It is reasonable to calculate nucleax O&M expenses: by
separation into base: and refueling.portions... '.U-udow L IL
: 45. It is reasonable:to base test year. Q&M expenses:at: SONGS
on recorxded 1987, 1988, and 1989:.expenses, escalated:to reflect
labor and nonlaboxr inflation, and escalated for.2% real growth. .
46. DRA’s proposed “"dollars-per-day" methoed for estimation of
refueling expenses is not reasonable and should be rejected.
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47.. Edison’s Cost. Contamnment goals apply:to nucleax (O&M

expens-es.« BRIV S Lo ’-) v T " -.m.,.‘\.\'-. G )
+48. It is reasonable to adopt expenses for NRC: fees .at -SONGS

o

and Palo Verde based on the 1991 NRC: budget: o1 ... oL ..¢
49.  The adopted QOsM-expenses for. SONGS are within Edison's
proposed:zones of reasonableness...ioiunl LU o ol (S8
50. Zerxo-based: budgeting.of Palo.Verde O&M .expenses is:

impractical, because O&M expenses are. unstable ‘and data arec: ...

DOV TG

S limited. o oo D R B AT O ST R gl RSN B 0 P

51. It iSVreasonableuto:adopt:testuyear Palo Verde O&M: -
expenses equal to adopted SONGS..O&M:expenses times. a scaling
factor, plus adjustments for NRC fees and<the:Palo Verde waterxr
~treatment-facility. .. o oo or Lo L oD Ll

52 . Edison's:proposed-reiationshipabetween;equiﬁmenmxcounrs
and nuclear O&M expenses is untested as a:predictor.of .expenses.

53. DRA’s .propesed scaling:factor.of-1:131, used to .predict
Palo Verde expenses from SONGS expenses, is reasonablezfor this. GRC
and should: be "adopteds .. .. LoD Dm0 VS

'54. .The adopted O&M expenses for Palo Verde are: within:
Edison’s proposed zones of reasonableness. P R LS VT

55. It is reasonable to base:SDG&E’s share of :SONGS ‘0&M
expenses on'the expenses adopted.for.Edison in this:decisiono: -/

56. It is uncertain that: Q&M expenses. for SONGS 1l will be
necessary following completion of fuel cycle 11, which is: scheduled
to end :during the test year .or:shortly thereafter.. . .07

57, In"A.90-08-014 Edison has requested-authority:to sell. .
Yuma Axis to IID. LoD

: 58. If Edison completes: the.sale of Yuma Axis before "its next

GRC rate revision, it has agreed:to remove from.rate recovery.the
associated O&M expenses; effective on the date the.sale is <
-completed. . . I LUTLOITL TLINTL D LD LBl nwnwcx&

59. .It.is reasonable :to:leave.Yuma Axis O&M’expenses :in xates
until the sale is completed.
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. 60.. It“is'reasonable'io‘base~increased“Sylmar'converter
station expenses on monthly billings before and after the-station
crexpansion:was. completed. o Sl oL Lol oL oL S LB

6. It is not reasonable to. increase. Sylmar converter-station
transmission expenses:based:on the incxease-in station capacity.

62. For each FERC transmission and distribution.account,. it
is not reasonable.to include in.rates:-:expenses which- exceed
Edison’s requested amounts. ... oui UK Sl oot LTI nLTT

63. DRA’s detailed reviews of transmission and distxibution
expenses were more thorough-than Edison’s reviews. :: s

64. Review of functional.subaccounts.within FERC accounts can
increase data dispersion.. - L W U nLnvilooU e Dol morts

65. It is reasonable to adopt one half of :DRA‘s .recomrended
transmission. and d;strxbutzon~expense\reductzons, to-reflect a
balance of those two factors..: . ..o G MU T

66. Inspection of underground facxlxtmes isan’ ongoxng

" maintenance acta.v:.ty. T O A T2 ST T T SR B S T A 6 XU S

67. DRA‘s recommended d;str;butxon expense : adjustment O
remove undexground inspection expenses is: not: reasonable and should
not be adopted. SRR O P T e s I R

-.68. 7 Edison used more. recenzqdataﬂthan DRA used to~est;mate
Account 598 uncollectible.damage-.claims and-storm damage: expenses.

69.. DRA used recorded:damage expense-data:rather than accrued
-.damage estimates. .’ LN o UL L TR e

70. It is- reasonable +0: adoptrone half of DRA’s .recommended
damage expense reduction, to reflect.a balance-of those two
factors. A

».71. It is: xeasonable-to. adopt Account:538:-expenses based on
seven years of recorded.data from:1984 through 1990.. .y ~zi-r D20

72. Except for postage expense within Account.903,-Edison’s
expense estimates for customer accounts expenses in Accounts- 501,
.902, 903, and 905 are:reasonable and:should:-be adopted. .:U

TRk

RSO HE e
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73. Test -year postage expenses in- Account 903 -should be
calculated based on the adopted number of - customers, r4 BS-ma;llngs
per customer, and Edison‘’s proposed-postage rates:.: g

74. 'EBEdison and DRA agreed that an uncollectibles’ factor of
" 0.208% is reasonable and should be- adopted. - SO

75. In D.87-12~066 the Commission authorized“A&G'expenses‘
based on customer growth because Edison had not adequately
justified its requested increase. : e ety

76. For the years 1982 through 1988, customer- growth expla;ns
57.9% of the variation in Edison’s recorded A&G expenses. ' B~

77. For the same years, -the year of recoxrd expla;ns “71.0% of
the variation in recorded A&G expenses. ‘ et VLT

78. - The recoxrd evidence does not support dependence of v
Edison’s A&G expenses on customer growth. - . -

79. Edison based its estimate of test yearxr Account 9201 -
expenses on recorded 1988 A&G salary expenses.T No party -objected
‘to use-of that base year. : ' Lem LI

.

80. In 1988 Edison booked into Account 920 executive bonuses
earned in 1987 but awarded in 1988, and bonuses accrued in~1988.

8l1. It is reasonable to remove  from 1988 Account 920 expenses
'$2.2 million for executive bonuses accrued in 1988.. 7

82, It is reasonable to remove from Account-920 expenses
$72,000 for costs of executive chauffeurs for the past Chairman. of

B ‘)

the Board and the past Executive Vice President.

83. A reasonable threshold: for unexplained A&G expense
increases is double the—average growth rate of controllable
expenses_ L : R T . ST D S G A T .

84. It is reasonable to remove from 1988 Account“SZO’expenses
$275,000 for unexplaxned increases. in. corporate communications
expenses. SR ’ ‘~'f7. PRI AT A AR TAR R A T Y,

85. Properly formulated-executive -bonus:programs can work to
encourage management effectiveness, and costs of.such programs-

o

should be recovered from ratepayers. LS mmaun
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T

86. .Edison’s -executives. are obliged.to pursue. the interests
. of both shareholders and. ratepayexs. ... - .. oooon Sosolionl

87. The measures upon which Edison. awards -executive. bonuses
are overwhelmingly weighted in. favor-of shareholdex intexests.

88. Edison’s executive bonus measures do. not provide .adequate
incentives  for safe, reliable service.at reasonable,
nondiscriminatory rates. L o . T

89. Reliance on Board of D;rectors' judgment and absence of
specific standards diminish the-fairmess and effectxveness;of
Edison’s executive bonuses.. S e e BRI

~ 90. - The need for and effectmveness of Ed;son S- bonus plan are
obscured by lack of rigorous, program assessment and. failure to
provide DRA with measurements of -individual performance. :-

91. It is necessary to use judgment in:authoriiinggrate_,~
recovery of executive bonuses. = . . S T Ay

. 92. - Two thirds of.the recorded, execut;ve bonuses, ox..
$1.210 million, should be removed from 1988 expenses.-in- Account 920
before escalation forward to the test.yeax. - . ;. '

93. Executive bonuses for pursuit of shareholder goals and
objectives should be paid by sharxeholders. - : -

94. Edison and DRA _have agreed to--xremove. $40 000 for employee
membexrships from recorded 1988 expenses in Account 921, office
supplies and expenses. TR Vo R e

95. It is reasonable for Edzson to; recovexr test, yeaxr.expenses
for its WMBE program on a forecast. basis. TN >

96. ‘Edison has had no opporxtunity to- seek rate recovery of
test year WMBE expenses in the generic proceed;ng anticipated- in
D.89-08-026.. - : T T T

+~.97 .- Furthexr expense debxts ;nto—Edzson sﬂwMBE cleaxinghouse
memorandum account are unnecessary and should be terminated.. .

-.98. It is~reasonablewto~adoptga;construcuiongoverhead
trancfer rate. of 19.78%, based on recorded data-for.the years-1984
through 1988. CTL T I e e el “
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99. . It is reasonable to.adopt test year.expenses for.
Account 923, outside services, based on the. average ofl xecoxded:
costs for the yeaxrs 1986 through:1988. .- = ooooon ot 000

100. The two reductions to Accounts 924 and:925,. insurance’ and
damage expenses, recommended by DRA for insurance reserves are .-
reasonable and. should be. adopted. - KU S S

101. - Edison and DRA have: agreed on: test year expenses. foxr
Account 926.1, pensions-and benefits,:for employee.health:care
benefits. They do not agree on the exact: spl;t of expenses’ into
cost categories.’ . - R RO P A PR b

102. It:is: reasonable to removeﬂescalatxon for. customexr growth
from the agreed upon expenses for employee-health carel benefits.
with that adjustment, the agreed upon expenses.are: reasonable'and
should be adopted.. . . o S S Lnin

103.  PBOPs are. utll;ty'llabmlltles-—przncxpally-med;cal
benefits for employees, retirees, and their fammlxes-ywhichdhave in
past years been paid on a cash basis, without setting aside:funds

to cover future costs and without recognition of thevliability on
- financial statements.. ... - o nooLo Y TP TR
104. Effective January l,. 1993, deson must: accrue PBOP- ..
liabilities. while employees earn:the:benefits, . not.when the:
benefits are actually paid. - . L oo cooamomareer gDl ann
..105. : The Commission is investigating. PBOPs in.:X.90-07~ 037 and

related mattexs. : C SRR DS AN S TomnonnS o W
. '106. In this.GRC. Edison. request«d 312 6. mxllxon*mn test year
expenses to pre-fund PBOP. liabilities. in:an:IRC.$ 40l(h)plan... DRA
and FEA opposed rate recovery of: PBOP costs until:further oxrdex: in
I.90-07-037. T AT Yo
107w . In D.90-07-006 the Commission authorized Ed;son to recoxd

PBOP costs in a memorandum account.. . T BOIIOUDE L R DL

- 108. ~Edison‘s § 401(h) plan: does, not:cover union: employees.
Edison .intends that union employees.will be covered- under: a /VEBA
plan.
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109.. The:Commission has not yet:’ authorxzed full funding of
PBOPs. i Xu90=07=037. -~ o oo L o s O s

110. The recorxd evidence.does. not: demonstrate that:including
- PBOP: expenses. in test. year rates will not:overfund the & 401(h)
Plan. - o T e s e e

111. It is not reasonable to«indlude test%year-PBOP“costS'in
rates. Edison should continue to:record: 1992. PBOP. costs. in the
memorandum account authorized in D.91=07=006. . . .77 o~

- 112. Edison should take advantage of tax-exempt ' PBOP plans,
consistent with Ordering Paragraphs 4 and 5 of D. 91-07-006.

113.. DRA’s testimony on administrative: costs within "
Account°926.2, pensions and benefits other than.health«care,.is
conclusory and poorly supported by the record evidence.. :

114. It is reasonable to remove escalationwfor.tﬁstomer.gxowth
from administrative costs within.Account 926.2. With that':
adjustment.,- Edison’s requested funding for administrative costs is
reasonable and' should be ‘adopted. . ' Lo T S

115. Test year retirement benefits within Account 926.2 should
be based on a2 6.14% normal cost rate, Edison’s. estimate’ o& employee
numbers, and Edison‘’s inflation adjustments. B

116. It is reasonable:to remove unfunded executive retirement
plans from retirement benefits, as recommended by FEA. With-that
“adjustment,- Edison’s requested funding for retirement benefits
within Account 926.2 is reasonable and should be adopted.: .

117. It is reasonable' to remove escalation for .customer growth
from SSP costs within Account 926.2. With that adjustment, -
Edison’s requested funding for SSP costs is reasonable and 'should
be adopted. N T

118." SSP costs should be recorded in the “othet“ account;ng
category, as requested by Edison. T B R P . ek

‘119 Edison and>DRA have agreed on test' yeax. aexpe'nse's) for
disability, rehabilitation,- and wage continuation benefits.within
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Account 926.2.  The expenses ‘are not-escalated “for customer -growth.
The agreed upon funding is reasonable and should be:adopted. -

120.  ‘Life insurance costs for executive pleasure’travel and
executive estate -and tax planning are unnecessary ‘and should not' be
recovered from ratepayers. With those two adjustments, Edison’s:

- requested funding for life insurance expenses wmthmn ‘Account 926.2
is reasonable and should 'be adopted. T N
121. Edison and DRA have agreed on a franchise fee rate of

0.7877%. The rate is undisputed,‘and it should be adopted. -

122. Edison agreed to remove $277,000 from recorded 1988 - -
expenses in Account 928, regulatory expenses, because hydroelectric
plant relicensing litigation will not recuxr. e

123. It is reasonable to remove $15,000 in unexplained legal
costs from Account 928. With that adjustment, Edison’s requested
funding for Account 928 is reasonable and should be adopted.. -

124. It is reasonable to remove from Account 930.1, general
advertising: (1) escalation for customexr growth, (2) $248,000 for

o e - .
P et

in-house advertising that is not safety-related or ‘essential

customex information, and (3). $71,000 for exhibits and displays.:
125. - It is reasonable to reduceexpenses in' Account 930.2,

miscellaneous expenses, by $13 100- million, as shown on- Tdble—4 in

N LR A
Voo we

this decision. L e e LR e

126. It’ is reasonable to-remove: from: Account«930 2 escalat;on
for customer growth. LTI e DT DT R R ALE T

127. . within Account 930.2, Edison requested recovery of-
$1.730 million in engineering and: environmental 'costs: for its' BiCEP
- project.’ The  costs were lncurredlbetween 1985 and-1988.,~‘and: they
exclude AFXUDC and carrying -charges.... o R R

o128, o Edison cancelled- the: BLCEP'project in October 1988,

before seeking a CPCN,. due to: : (1) a. changes in’ assumptions:by: the
CEC, (2) increased capacity from- QFs, and’ (3)- xncreased capac;ty
acquisitions by resale customers... Bof il TG STOw Zamdoooouani

L - R E Y
GRS T
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. 129. , In-general, utilities cannot recover . the .costs of: plant

that is not used and .useful. . o0 oL s Devnon oo
- 130. - Recovery of .abandoned plantrcosts can -be . justified in
exceptional circumstances, as described in D.83~12-068, . :r_ oo
D.84-05-100, -and D.89-12-057. - o e LT AT R e

- 131. . The evidence does not show that the BmCEP project. ran -its
course during a period of unusual .and protracted -uncertainty.:

132. Edison did not cancel the BiCEP project.promptly.::
133. - The magnitude of BiCEP project costs does not support’
granting an exception to the used and useful rule. ... .97
134. . Within Account $30.2, Edison requested recovexy of- .
$3.231 million for minor abandoned projects. ~Edison has,not_qu
identified specific projects in that request. .. . can
- . 135. Within Account 930.2, Edison requested: recovery'of
$l93 000 -in expenses for its Citation aircraft. . - - . -~ . "
. - 136. Edison’s use of the Citation aircraft -is reasonable. The
requested: funding is reasonable and: should be adopted. - .. . = ..
137. - Within Account . 930'2, Edison requested: recovery.of -
$337,000 in expenses for dues, fees, .and. contributions-.. ‘

- 138. It.is xeasonable to remove from test year dues,. fees, and
contributions $35,000 in EEI dues used for leg;slat;ve—pol;cy
research and $62,000 for membership in the NMRC. L L

139. Pensions for members of Edison‘’s Board- of Directors are
not necessary and should not be recovered in rates. ..o oo

140. - Edison is in. the process of moving its aircraft =
- opexations from: Chino' Airport. to-Ontario Aixport.  As. part of that
move,: Edison' plans to complete the purchase of: a:hangar that. it.now
leases at Ontario. Edison plans to complete the: purchase -in 2992.

141. Wwhen the hangar sale is completed, Edison’s:lease”costs
at Ontario will be reduced from $200,000 to $21,000- annually.: .:

'142.- DRA opposed inclusion of.the Ontario hangar.in rdﬁegbase,

consistent with its recommendation. on operating.expenses: for the.
Citation aircraft.
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143.  Edison will use~the-Ontario: hangar-for the Citation
airxcraft:and for-eightrhelicopters. . ov ool CFITUOIO Lol oTA
- 144..: It is reasonable to- includewthe Ontario hangar-in-rate
base, assuming that the. purchase will-be completed midway: through
the. test year. = = S LT LI e e antl L d
~ 145. Edison’s lease at -the.Chino-:Airport expires.at.the end of
1993. N TR TS L o La R Pl
::146." .Chino Airport-annual  lease:costs.are $35,600, duplicating
test year lease costs at the:Ontario-Airportw.: »licav 10 ao.rtol
147. It :-is.reasonable:to.xemove from Account:931l, rents, one
half of the costs of the Chino lease and one half of-the:lease cost
reduction at Ontario, to reflect completion 0f the-hangar:purchase.
148. It is reasonable to exclude .escalation for- customer
growth from Account 935, maintenance:of -general: plant- Lm e
'149. There are no methodological disputes among the .parties
regarding calculation of .income taxes... . - . a0 nnoLs
150. Edison is co-plaintiff in i - LG
vs. Maricopa County, .in. which:the owners: of Palo: Verde seek:
judgment against the county for levying an:additional property tax
too narrowly, specifically againstomines and-utilities. .::.
151. If the lawsuit: is.successful, Edison’s projected dxrizona
property taxes for the test year.would:be:reduced:by. ..:id.
$9.488 million. . L U7 vl mewrtiooc e Darannn ho naierom
- 152. The.outcome of ‘the-lawsuitris-uncertain, and- deson 8
Arizona property tax. obligations are.too:uncertain:to adopt-a
reasonable forecast. SUeToun. D oSE L oanL il
~153. - DRA‘s proposal for memorandum:account.treatment.of the
disputed Arizona property taxes is reasonable: and should be .
adopted: .. .. CmUomoloon DUhomersenn ARG LR
154. .Until the lawsuit is.resolved, Edison’s dmsputedahrlzona
property taxes should be collected:in:rates: subject. 'to refund and

booked into the memorandum. account...: . ool L owalyan
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155. " FEA contended~that . Edison:should pursue xrecovery..of
Arizona property taxes paid during:the . lengthy outages at:Palo .
Verde because. the outages.were caused by . instructions from:the NRC,
and-Section 42 allows reduced . taxes in:that.cirxcumstance.:. . ...

156. The Palo Verde outages lasted longer than six months.:

157. .. Edison’s rates. for -portions-of the Palo.Verde outages are
now subject to refund. CEE
: "~ 158. .Further consideration ' of property: taxs5 reductions: under

Section 42 should be 'deferred.to.Phase-3:.of 'this GRC.. ..y z.oso

.159. " Edison requested capitalization of $10.1 million-in test
year software costs and test yeaxr capitalization 0£:1990 and:1991
software costs that exceeded authorized expense.levels.~o:::. o

1160. .Test.year capitalization of 1990:and-1991 software costs
would be unfair to ratepayers. - .. ... o Ot o ey SLwen

161.  Edison. has recovered. reasonable 1990-and-:1991 software
costs on a forecast basis, .whethexr: the actual.expenses exceeded-
authorized expenses oxr: not..i'; Sl e oL wnlbn LR
162. . Edison has not shown that: capxtal;zat;on‘of ‘goftware:

. costs will benefit ratepayers. . ~o. om0 TLrLTn Tt
163. Edison’s requests. for capitalization-of. software-costs
are unreasonable and should.be denied. at: this time. .. Ll
l65a. Edison may:.elect.to-file- additional:information~on:the
merits of capitalized software within 120 days of.the effective:
date of this orxder served on:all.-parties. to this.case. Parties may
respond . to Edison‘’s filing within 120 days.of receipt-of Edison’s
filing at the Commission. cme o Al nns
~ 1647 Information” services: increase productivity:in other
utility departments. . ..Ul LT L DI UIUOUT LTeNIY) DOILCDLD
165. DRA’s proposed $10 million cost offset for information
‘services would unfairly double count productivity.gains..: ..

-166." Edison’s. information: services budgeting process: h;ndered

timely review of test year expendituxes. by DRA.- ~wr oxml oo
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_ --167.. - It is xeasonable to:. adopt. test year expenses. for .
rx;nformatxon services based on recorded 1990 expenses. This: results
in a $4.607 million reduction from Edison’s .requested  funding,sin

1988 dollars. "The reduction should:be expressed as. the net of a
$10.1 million reduction in capital costs-and a $5.493 million .
increase in-.expenses, prorated over the nonlaboxr: portlons of
relevant A&G accounts. ST LT Do ST AN

168. The test . year. O&M,expenses .set forth mn“Appendlx_D To"
this decision axe reasonable and should be adopted. LT

. 169. - It is likely that :deferral .of plant additions at the
beginning of a forecast period will be offset by deferrals-at the
end of the forecast period. Loamalrarrs

-170-.. - Recoxrded data should be used to forecast: test year: plant
in service whenever the data are available. = i . OL.- i

171. DRA’s use of recorded plant in service data: through the
end of 1990 is reasonable, and the associated reduction of:
$162.649 million in test year plant in -service should be adopted.

172. Consistent with the xemoval of Yuma Axis O&M:expenses::.
upon sale of the property, Edison should remove: Yuma Axis. plant
from rate base -and remove capital-related revenue requirement from
the ALBRR upon sale of the propexty. .= - - - +irnsiwn o

173. RD&D capitalization guidelines are set forth inso .o
. 0.82-12-005 and - D.83~12=~068. ... . ooo o, Lo T antt Ll

174. The guidelines should be clarified as follows::: VRTTES:
(1) tangible plant in utility operations means: plantrthat is’ owned,
operated, and maintained-by: the:utility, and (2)':demonstration of
technoleogies to encourage customer acceptance and:eventual:market
penetration, oxr showcasing, is not-an:RD&D: functioni ... N

175.- Showcasing activities: may be justified’ for: othex.reasons.

176. Edison requested capitalization of 19.RD&D.projects, i 7
including $7.379 million for electric: transportatxon.projects
undextaken from 1988 - through 199L. .= .o v wnl oolroson o
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177. For:.all 19 projects,.Edison has not:met “the standards fox .

- . case-by=-case exceptions to.the Commission’s general principles “for

capitalization of RD&D COSTSL o o i e USILONT L

178.- It is. reasonable to remove from plant additions o o0
$5.119 million of propexty that Edison has .reclassified from plant
in service to other. accounts, principally non-utility property. -

179. APS notified Edison that completion work:at -Palo: Verde:
scheduled. for 1990 would not be.completed,. necessxtatxng some 1991
charxges. : S EEREE R P SRR L e

180.. Edison estimnted'the‘199x‘charge3ftoVbe"$1'8-miI££en,
which with overheads would result in $2.211 .million of plant
additions. e R :

-181.; The same $1.8 million of work is included:in: both the
1990 Palo Verde budget and the: 1991 estimate of~APS>charges. ER

182. . The disputed $2.211 million "in’ plant-addztzons should be

removed: from 1990 plant additions. " - . . ool .ouonl 220 o b

. 183. A second Palo Verde simulator will not go .into serv1ce
until the end of the.test yeaxr.. . .. . LD b

- 184. . Edison believes. that:APS. will spend“fundsfbudgeted forx-
the second simulator on .other projects. If that were - true,- there
is no evidence on the record that -the replacement projectsAa:e

185. The costs of the second simulator should be removed from
test year: plant:in service.. .. 7 ouul, toTooeslam o ;

~. 186.7:.Capital costs:of major projects can. ber.included>in:
attrition:year plant add;tions, beyond formula increases. for: "
smaller plant additions... . wooolDt s ATTAGDITS G DLt LB e T

187. 1In D.85-12-024 the'Commission capped-capitalradditions:
for fuel .cycles: 9, 10, and 1l 'at:SONGS.'l. ' The: spendzng cap' is
$201 million, in 1986 dollars. .. T R TS kAN LY

188. . Edison requested $32.960.million in: attrition year: 1993
plant additions for work which was' previously scheduled’to'be"
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completed -during fuel .cycles~9.,.:10, and.ll, but'which:is“ﬂowﬁifﬂ
scheduled to be completed during.fuel cycle 127 at SONGS«1l.:
+189.» The requested $32.960 million is for projects that were

. listed 'in calculation of the:$201 million spending cap:is =7 -~

190.. . As of :December 1990, 10.0f the 35 plant modifications
listed in calculation of the spendmng cap ‘were. deferred tofuel:
cycle 12 or beyond. S T A SO SR kAN A

191. Edisen anticipates that overall capital costs'-for fuel.
cycles-9, 10, and 1l will exceed:$201 million, ‘but Edison ‘does not
seek to recover in rates any ¢costs - exceeding  the: spending cap. -

192. During fuel cycles 9, ‘10, and 1l the scope-of plant
additions was modified and expanded by the NRC... ... . =0 o

193. During fuel cycles .9, 10, .and 11 Edison 'did ‘not- «complete
the work authorized under the spending :cap, but itdid complete:
other work. st

. 194.  There is no evidence on:the. record that the: other work is

cost effective, nor is -there .evidence on: which recorded: costs ot
duxring fuel cycles 9, 10, and 11 were dedicated to the othex. work.

195+ D.85-12-024 authoxized Edison to’complete the identified
SONGS 1.modifications, subject to the spending cap, but’ at. least an
additional $32.960 million is needed to complete: the. work. &% -

196. Edison has not justified the costs: for any’ replacement
work done during fuel cycles 9, 10, and 1. - . “2oo S. DG4 T

197. In D.90=-09-059 the: Commission specified:the)allocation of
capital costs for a transmission line. between Edison’s. Kramer: and
. Victor substations among Edison, Luz: International,’and Cal:Enerqy.

~198.- Cal Energy has disputed: its cost allocation.’ [

199. Edison requested.that:Cal.Enexgy’s allocated costs be
included in plant in service until the dispute:is resolved..:

200.. - It is not reasonable.to:include Cal:Energy’s-costs:in. -
test year plant in service, but Edison should:be.authorized.to
record the. xevenue requirement  associated-with-Cal:Enexrgy’s :+ .o

P P . LSNP g .t .-
A A M I
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allocated capital costs in:a memorandum-account, pending:the:: -
outcome of:Cal Enexgy’s cost allocation.dispute. @7 ~r oiluloit.
.. 201. Edison requested inclusion.of $8.323 million of ‘property
in PHFU under the guideline exceptions . established in D 87-12-066.
-202.. The need to .present alternative power plant sites.to the

CEC does not justify keeping.four properties in PHFU.: L

203. Edison’s economic analysis of its power:plant sitesis
incomplete. - -~ . I S U T PPN P IS DU

204. . ‘There is no evidence on the record . that .Edison:can.
outperform :the real estate market in.general.: R N ;..,

205. The.market for the. land Edison-is holding for power plant
sites is speculative. . o o Soron LouL o g ew noalloTu

.-206. Edison has not justified granting exceptxons.to “the PHFU
gu;delxnes, and- the disputed:.$8.323 mxllxon.shouldmbe~removed fxrom
PHFU. LETmOra Tl
. .207. .Edison books the costs: of nuclear design: documentatxon in
Account 182 .2 as a deferxred - deblt,athh.amort;zatlon o S
JAccount 407.- oL e L o DD D e Dol T e

. 208.. DRA opposed. the anlusmonxof nuclear: des;gn {documentation
costs: in rate base, in part because- capxtal;zatxon.hasmbeen ‘denied
by FERC. in similar cirxcumstances... ..~ - ool Dol Lnomi o ony

~-.209. - Other. deferred debits. wh;ch axe’ not capitalized are

n.ncluded in rate base. = . .~ e R U AT TS Lo M D

210.. Edison should be allowed ‘to-earn’ a- return. on nuclear
design-documentation costs until they:are .amortized in:xates. . -
Inclusion of. the.deferred debits in-rate base will accomplish this.

211. Distribution line additions'axe a: better'predzctor of
customer advances than the . year of record.. = .= e A

212. ‘DRA‘s recommendation to remove $2.601 million in'customer
advances from rate base is reasonable and should:be: adopted.’

213. It is.reasonable to adjust Edison’s requested working::
cash: (1) to remove nonrecurring charges to "otherwaccounts
receivable" for earthquake damage claims and fire damage claims,
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and (2)-to.exclude early payments: to'utxlxty affiliates foxt
purchased power. I ML mme ten L mAn e nE T matne
~214. -Edison’s estimates.of- revenue. lag reductlonudue»to
imposition,of a;late-payment-chaxge”are,reasongpiedandushoulda
cadopted. | o L o e e arlLn Lol vy D Ean

215.. It is reasonable. to- include in:xate base¢thewcapitalw
costs of a limited number of energy—efflcnent, amorphous..corec
transformers. - C T SR e TR N T 2Lt BN

216. DRA’s recommendatxon to ‘use later data for depreciation
reserve is reasonable and should be adopted.- .. . :» "%

217. It is reasonable to reduce depreciation revenue
requirement by $779,000 to reflect updated cost studies for;
decommissioning of Edison’s nuclear :plants. . R I SRR

218. Edison should present testimony in its. next GRC-on.:.
nuclear decommissioning trust fund earnings ratevandtcontingency
factor. - T c mey S

219. Edison’s RD&D showing suffexed from problems of latea;
program revisions, unexplained capital costs,-inconsistency between
testimony and briefs, and attempts at: wholesale capitalization .of
priox.year expenses and undepreciated- capital-costs... . .:

220. Edison’s RD&D showing justifies ordering-a:financial ..
audit of RD&D expenses from 1988 through 1992. The audit .should be
coord;nated by CACD, at Edison’s-expense. = : ey oL

221. EBdison’s RD&D efforts should stxive. for & balanced
portfolio of supply, transmission-and distxibution, .and end;use
projects. - : o L e e e

222. Existing guxdel;nes for sh;ftzng of RD&D funds should be
continued, as discussed.in .Chapter-8, Section 8.1. . I~

223. .Edison’s request that the Commission:set an-RD&D- funding
range arrived too late for consideration in this GRC. S
.. .224.- EBdison’s “"Customer Air: Quality Improvement Program* is
intended to- help customers meet their-air quality requirements, -
stay competitive, and remain in Southern California..
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225. [ With respect. to- its "Customer Air Quality”Improvement-
Program," Edison should refrain from activities and-project -~ ™
implementation which would: frustrate the Commission‘s" goal of
encouraging energy efficiency and enexrgy. conservation. EA

226. Policy implications of ratepayer funding of aixr’ quallty
improvements which may not be directly linked to delxvery of energy
should be reviewed in R.91-08-003/X.91-08-~002. - - .. - = oo

226a. Commission implementation of Public Utilities Code -
'$ 740.4 should be reviewed in-R:91-08-003/I.91-08-002. 7%

227. Edison’s one-way balancing account foxrd unspent RD&D-funds
is reasonable and should be continued. - RET .

228. It -is reasonable to ¢redit all royalties}’licensing‘fees,
and other revenues attr;butable to- Edison’s RD&D programs to'a
memorandum account. ' R

229. : The RD&D program- expenses- listed: ' in column (6) of" Table 5
and discussed in Chapter 8 of this dec;s;on are reasonableland
should be adopted. -~ = -~ i oW L

230. - "RD&D funding of $48.714 mzlllon, in 1988 dollars,“is
reasonable and: should be adopted. ™ - R R LI R

231. Edison and DRA‘agreed- that Edison should-be allowed: to
recover $2.108 million in- test: year- expenses for electric >~
transportation projects, and that Edison-should 'be allowed to-
retain or recover $20.828 million in prior year’ expendztures which
exceeded amounts authorized-in Edison’s last GRC. '

.232. From 1988 through 1991 Edison spent’ more~onveleétric”-
transportatlon projects than the Commxssxon had authorized~in”
rates. NS A IR I VS K
233. The agreed-upon“funding’le%elfof”$2“108“millibn“for*“?
‘electric transportat;on projects is’ reasonable ‘and‘'should-be

- e M A e e e

adopted. R " T . CeLTL T : O [ o SV I
234. - -The conditions on electric” transportat;on program scope,
reporting, and fund shifting set forth in Exhibit-Li2%axe: =/ !

reasonable and should be adopted..:- oo T LT Vel Tng s
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235. - Edison’s request to retain .in rates $13.449'million- in
1988 through 1991 expenditures which exceeded: amounts“authorlzed
for electric transportation projects is reasonable.: ' - Tl

237a. Edison’s request to recovexr in rates $7.379 million in
1988 through 1991 expenditures which exceeded' amounts~authorized
for electric transporation projects is unreasonable and: should be
denied. EARCIOREE
-236. Policy considerations for electric:vehiclesiand electric
transportation should be deferred to I.91=10~ 029 or:othex!
appropriate proceedings. T o cansTo LD m g DL o

237. Edison’s intention to rxejoin EPRI'is: contlngent”on the
Commission’s: approval of RD&D;fundxnghnearvthe~$55‘m;lllon%level.

238. The net ¢ost to Edison to rejoxn EPRI would becabout'
$10.million. .- Lot Lamm Lo raLcoiTat LR

239. . It . is not reasonable to authorize'expenses ‘fOr~EPRI ‘dues
in these circumstances. I SRR SR S TR I R PP Lo BT O E

. 240.. It is reasonable to continue. ERAM treatment. of- nonfuel

revepues from: off-system sales, without adjustment:-to remove:
incremental O&M costs. O N e R R
. 241. -Edison should continue:to forecast»off-system sales
revenues in ECAC and GRCrproceedings.. ™ . V7 o nler Um0

242. DRA has not justified its recommended increase:.of .: o
$8 million in miscellaneous revenues, attributed :to sales-of
obsolete matexials and supplies.. n .. ¢ D0t Dol elderoiL oo

243. It is reasonable to.calculate miscellaneous' 'revenues in
Account 456 based on 1989.and 1990+ recorded revenues. . ioTraoan

244. Edison and- DRA agreed on CPUC: jurisdictional factors used
to allocate costs: between CPUC and FERC jurisdictional customers.
The jurisdictional factors are reasonable and:should:be.adopted.

- 245. Edison’s proposed MAAC: treatment for installation:of SCR
technology at Alamitos 6 is reasonable and should be.adopted, .
except that: (1) incremental noninvestment-related costs should

not be auvthorized, as DRA recommended, (2) interim rates should be

\»-.
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$0.00011. pexr. kWh,:and: (3)-.interim rates -should be reduced by 5%
annually. to reflect the. reduction .of revenue-requirement:as the
asset is depreciated.. N L e LT D e s L e
‘246.  DRA’Ss" calculat;on,method for attrition year:plant®
additions. was adopted im:the 1991 attrition:settlement and will’
smooth ‘out data fluctuations.. It - is: reasonable:-and should be:.:
adopted. L D
. 247. Edison’s request for attrition .year plant .additions for
small NOx: reduction projects: and for nucleax design documentation
costs would expand the scope of GRCs by allowing. ;nd;vzdual"plant
additions into attrition: year rate base. ... . oo L0 LT
+ 248. In D.82-12-055 the Commission rejected a. smmzlar request
by Edison. = ' TSR RERRPRD AT
249. Inclusion of small NOx reduction projects and: nuclear’
design.documentation costs. in attrition year plant additions is
unreasonable and should be denied. B LU LRI ST
.. 250, Edison and DRA agreed:to muse separate attrition’ yeax
escalatxon factors for:health care. expenses, but: they: disagreed:on
the values of the escalation factors. B TR R U S
.251. Neither Edison nor DRA has made the escalation. factor
adjustments necessary to avoid. double-coun:;ng of health:care-
escalation. - . . O T RS 2 TR R
252. . The: agreed upon. escalation of: health' care:expenses: is.
unreasonable and should be denied.. . .o . Lo o mre 0
253+ -.The summary of earnings:calculations set. forth.in:
Appendix D to- this decision are:reasonable. and should:be adopted.
254. . The attrition calculations: set.forth in:Appendix-E to
this decision are reasonable and.should:besadopted.: Various. u:
example inputs to those calculations: should:be! updated:when Edison
‘formally requests revenue requirement revisions' for' the 1993 and
1994 attrition years. . .. A o T P R T P R
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255.- . The-ALBRR. of '$4,011.952 million:. developed:in Appendix D
to this decision covers Phase 1 revenue requirement, .is reasonable,
and should be-adopted, effective January:1,-1992.: =7 o

256.  ‘The revision.to Edison’s ALBRR authorized in-this:
decision is justified. R N ; N ¥

257. -Edison’s -management:.authorizes capxtal budgets incadvance
of individual:project justification for .refueling .O&M-costs at-.
SONGS, for plant-additions by APS at.Palo Verde, and: -fox
information sexrvices. . .. oo alonocnm oot et L

-258. In its next GRC:Edison. should present,testxmony on_its
management policies and practices for planning.and:approval-of.
capital projects, as discussed .in:Chapter 9 of this-decision.

.259. 'A.85-12-012 is the- approprxate proceed;ng to considex
disallowance of 'DPV2.costs.:. . L. o e e M

260. 1In its next GRC-Edison- should report total cap;tal /COStS
for its HVDC expansion project. . = ..o .ooionnor o Ionlgnonn

261.- It is reasonable’ to-continue.memorandum.account ‘treatment

of hazardous waste management costs, and to -extend-this-.xratemaking

treatment to €OSts to comply with :storm watexr discharge
regulations.. . S B RS T P U TV A B VA

262. Most Phase .l marg;nal cost issues have been:resolved in
uncontested- joint testxmony,recelved,xnto”eVLdence as: Exhibit 113
and Exhibit "117. L 0 Lonutmna o X oo BRI T S S

+263. »~The “joint testzmony determxned calculatlonrmethods»and
many inputs to the-calculations.. :Other inputs are.detexmined-by.
expenses adopted elsewhere in Phase 1. Marginal enexgy costs also
depend .on natural gas prices adopted outside.this:GRC:

264. Exhibit 113 clearly states that marginal cost )
methodological issues-should be resolved.in: GRCs,-and: Phase 1 is
the forum for marginal cost-.issues in this GRC. ...u i< run . o0

265. - The. method for calculating the gas price should be
resolved in Phase 1 of this GRC.. .- - = : s o

.- e : .

s T
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L. 2663 Interstate gas- supply is.the.best available Aproxy -for a .
- marginal gas source.’ Ln L et Aol sk L oo
267. The three-part-construction of: marginal gas ¢costs
proposed: by IU and used in Edison‘’s. last ‘ECAC- proceedlng is”
reasonable and should be adopted. 3 PRI SN
- 268. "Edison should perform:a.study on minimum.marginal:
transformer costs and system efficiency:.costs, as requested- by
TURN. A report should be completed within 'six months. .. y
269. The marginal costs set forth in Appendix F to:this:’
decision are reasonable and. should be:adopted, :subject toirevisions
for gas-prices adopted outside this: proceeding... . .o Joooon
270. Workshops to determine data sets to be used-in . ..
construction of marginal c¢ost IERs were not necessary.-in.this GRC.
271. For puxposes of this GRC, Edison”s ER90 'barebones . .-
resource plan, adjusted:to remove forecasted QFs and self=..
generation, is reasonable and should be adopted. .- 0w .
272. Edison’s six=year average ‘ERI is 0.63, based on the
- adopted resource plan.. : S : R
273. DRA‘s fully built- resource- plan should also:be- adopted,
but without specified purpose. Use of the plan in future
circumstances must be justified by thewuser. .~ ... L.
274 . . Edison requested DSM-funding for: ‘(1) -amortization of
1990 and 1991 costs, as authorized in D.90-08-068, (2) .sharxed. .
savings programs, (3) modified expense“programs,"c4}”ordinary
expense programs, and. (5)° cap;talxzatxon of- energy-eff;cxent
- transformexrs. ST e AR
275. DSM’ polxcy issues should:be cons;dered in~the DSM
-276. - Bdison’s 10’ proposed pol;cy prxncxples arevague and..:
inadequately define limits to utzlxty DSM activitieso: muun’
277. DRA’s proposed FEIP are. compl;cated and too restrictive
to account for changing circumstances.. ' : N
278. DSM bidding should be considered in the DSM rulemakxng.

.\'”.\"“' o~ SRS RTEN
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. 279.. The DSM. progran .expenses ~listed in-column  (I) ofTable 7
and discussed in Chapter 1l .of -this deczsmon,areﬁreasonable-and
should. be -adopted. R s S T LT SR TS S R R SO

. 280... DSM test year expense fund;ng of $140 860~ m;lllon, dn
1992 dollars is reasonable and should be adopted. Lmeonnen o

281. . DSM funding in test .year 1992 is more than.twice the
authorized -funding in test year -1988, in constant dollars, .and 27%
higher than 1990 expenses authorized in D.90-08-068... .- ... . » ..

282. Within the direct assistance -program. for. residential
energy conservation, $600,000 should be. redirected from residential
infiltration control to basic weatherization. . . .-«

‘283. Funds for the Golden Carxot program should .not be
expended. until -superefficient refr;gerators are sh;pped into .
Edison’s service territory as a result of the program.. A

- 284. Funds for the Golden Carrxot program should not be
elxgxble for incentive payments. to.shareholders.. .- .. . "o

285. A&G expenses, including advertising, for the compact
fluorescent light bulb program should not exceed 30%.0f program
costs. . o ! ‘ : T S T S Ve DU

286. - In its-March 1993;DSM;annualareport-Edison&shouldﬁreport
on the cost-effectiveness of test year residential.-enexgyaudits.

287. . Ratepayer funding of a program to promote~resxdent;al TOU
rate schedules. is unnecessary and should be . denied.: Conmliren o

288. Edison’s requests for-funding .to:promote - :es;dentmal -and
nonresidential outdoor security lighting. are-unreasonable -and
should be denied. B B e o R G S L DR ST A PO

289..  Incentive payment -caps might. l;m;t ut;l;ty—pursu;t of
-energy savings Oppertunities. ..o ovonvlloeDonn RIS

280. -On an interim basis Edison should not.limit-~incentive-:
payments, but-the- issue should be:considered. in the. .DSM rulemaklng.

"291.,‘Edison’s=request;fo:rslu000~milliongiﬁufundingnfozg;;;
miscellaneous conservation activities is unreasonable.and.should be
denied.
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292 .Edison.shouid:ﬁake1nouincentiveﬁpayments for thermal
enexgy storage projects with forecast ‘TRC ratios less than.X.0.:
293. DRA's recommendation to cap thermal energy:storage:L -~
incentive. payments at §50: per*kw.xs unreasonable and -should'be
rejected. ‘ T L R TOE P v RAs U U S E AT o F S
'294. -Policy issues-fdr‘utility‘fuel*substitutionﬂ load®
- ‘retention, and load bu;ld;ng pzograms should .be considered:in. the
DSM rulemaklng,-- R B T ST O S L R R S+ S SO
295, Edison’s request for fund;ng of a program.to retrofit
commercial- cooking equipment “is “reasonable and:should: becadopted,
if the program is limited to retrofits of electric equipment. .
296.. 'Edison‘’s requests for funding of electric induction
nelting and infrarxed curing and dry;ng p:ograms -are ‘reasonableand
should be approved. T T PP A e N SN
297. . Edison”"s request for: £undzng"of a ‘program foxr dxelectrxc
heating in baking, rubber, and pharmaceutical ‘operxations 'is :
reasonable and “should be adopted. .. ur: e e
298. .In its March 1993 .DSM annual-report Edison should report
on the cost-effectiveness of its dielectric heating program.:@. '~
.299. Edison‘’s requests foxr funding of three load.retention
programs are reasonable and should be ‘approved. . ..ouon oo
300. Edison’s proposed load building programs for ventless dry
cleaning equipment, Ozone water treatment, and coating processes
. are reasonable and should behapproved. ot el wn
301. . Edison‘s request for funding of the electric-chiller. -
program is reasonable and should be adopted. ool ol
- 302. -Edison has the burden of proof-in its next general rate
case to show the cost-effectiveness of ‘all load retention and .load
building programs wherefithisfrequesting-ratepayerafundingﬁF
303, Edison should cooperate with DRA, CEC, and othex. ,
utilities to develop consensus -techniques to measure and . evaluate

. e

. DSM~- programs : . SOt T s e e e L L Lo

o
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. 304. It is:xeasonable to adopt Edison"s: requested funding for
- measurement: and -evaluation activities,and 'to, defexr:program details
to the DSM: rulemaking.  v.v . ..o 0 LU T Doaand oyt

305. Edison should submit, in its.next .GRC,:-detailed: : ...l
ascessments of economic, ‘environmental,: and any othex: claimed
benefits of fuel substitution, load retention and-load building:
programs should it seek to: continue Or expand these:programs.

306. Edison should include in its: next GRC, detailed: - - =
environmental evaluation of the .impact of technologies’ it chooses
to promote, as described in this.decision. .  mioon. o SRRERS

307. In its March 1993 annual ‘DSM report,: deson.should subnit
a table indicating the source  and amount.of funding. for CTAC. -

308. It is xeasonable. to reinstate the DSM fund shifting rules
ordered in D.87=12-066, except‘that‘nwaunds~should*béfshifted‘into
programs for fuel substitution, load -retention, -ox load building
nor may. funds be shifted among those programs. L

- 309. - A .DSM fund shifting limitation:of $2.5 m;llmon should be
appl;ed to each GRC cyclew .0 . o0 om0 eens oo mohoooo

310. It is reasonable to authorize DSM.funding-increases.in
these circumstances: (1) increases:should be allowed: only’by
separate application, (2) increased funding must be: justified-by
increased demand for utility programs, .and :(3) - shareholder:
incentive‘targets must be adjusted to reflect the:increased. .-

31l. Increased demand for ut;lxty*DSM progxams shonid be
measured- by comparison of: participation rates -with forecast:
participation xates. .. ..o wl Mosnlvo idn nr Doslssnont

312.:> DSM:program savings are: generally measured.as the:product
of forecast savings per -installed unit times- recorded: installation
. numbers. L i el mmemenn vt loeane s

313. The active parties agreed that shareholder incentive :
paynments: should be based on actual,  not forecast,. installations.

X . -

: e aw Lo Moy g e A N [REE T ALY S, NP o
. e PR . [ . LA [T .

\ ) ; L. Wl S e e e T g
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: -314.. On:aninterim basis-until: the :issue.can: be:considered in .
. theDSM: rulemaking, Edison should .calculate: shaxeholder incentive
paynments based on forecast unit savings, not updated to.reflect:

later measurements of 'savings. . SRR T O A X e
:315. ~ Edison should substantiate DSM program savxngs.used to
calculate shareholder incentive: payments:. @' .. lo.l Do omSo
316.. Incentive programs which benefit shareholders without"
their making capital investments -are reasonable because they help
overcome imperfections in the market for. energy: eff;cmency, but.
incentive programs may not be permanent. G e
317. It is reasonable to depart from the rlsk-reward ‘standaxrd
in order to overcome DSM market imperfections. . el R
318. .The net benefits used as a basis for calculationi of
shareholder incentive payments should be total xesource benefits
less the average of utility .cost and total cost. .. o .y o7
319. In its next GRC Edison should present testimony on the
long run cost-effectiveness of .utility DSM efforts, with specific

attention to free riders and to marketplace obstacles and*progress

-~ .»'

toward ovexcoming them.. B PR

-320." "It is. reasonable to adopt a program.of shared: savings:
shareholder incentives. o, o0 oour 1 R IR I S P SRt

321." Edison’s proposed. modlfled,expense programs., under:which
shareholder incentive payments. are: based on utility: expenses,:not
program savings, are reasonable for non-mandatory Direct. Assistance
and Energy'Management Sexvices. . v Lunordlt o nonievIunal L LI4

322, The interim incentive function developed andiset:forth in
Appendlx G to this decision is reasonable and:should: be‘adopted:.

- 323 :The incentive functions proposed by Edison®and DRA
contain perverse incentives associated: with: high incremental K :-
shareholder payments at trlgger or cutoff values of achievedienergy
sa,v:.ngs. S e TP e S S PRI O RS AN S

- 324.. . The adopted interim lncenzlve.iunctlon offersiii i o
(1) penalties for very low savings, (2) a zero-intercept for
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savings, (3):low incremental.incentive rates.at very low .and very
.high-savings, (4) greatly increased incentive rates mears forecast
savings,. and (5) smooth transitions between-the different savings
regions. - . L v oot Lo Lo SRE toen lnl e
325. ‘We“do‘notwendorsewpre—specified-savings;with"respect to
customized: rebates -as they are.incorporated.in the: Edison .resource
benefit data we use herein. e
- 326. ..-A _reasonable. interim basis _for: determing: shareholder
incentive payments is: energy. benefxts,,less ‘the average~of
utility costs and total COStS .~ o aee Ty Lane
327. A reasonable interim ;ncent;ve target iox shareholder
rewards is. utlllty expenses. for eligible programs.-times authorized
rate of return.. - - ... . Lolooe i e prlon BO5 tnien
328. Shareholder DSM incentives ishould be: awarded -before:
payment Of 1NCOME TAXE@S.. . «: . sr e b b e e "
-329. In-response to- enactment of PU Code s 701 Ayl deson~has
agreed to withdraw its customercincentive. payment cap and to seek
to expand its DSM programs wherxe .cost-effective: opportun;t;eSware
;,dent;_f;,ed. e - T T T S T B B T L PN SIS
330. Prudency reviews o£ DSM expend;tuxes are -now and should
continue to be made on a forecast-basis. .. .. .vho0 oo LD
. 331. - The.record.evidence does not support NRDC’s conclusion:
that Edison’s DSM efforts. do not duplicate-the-efforts of any~other
entity. - ... R T S S PR bl AU AP S,
.‘332.-gCustomeriresponseSato‘energx prices.axemlimitedmby,market
impexfections., ‘but those. responses demonstrate that entities: other
than utilities .are exploiting.cost~effective conservation and
Amprovements  in-the. efficiency of 'enexgy.use. .. .. .:: o woemsoo
'333.. - Although both utilities and other entities. are explo;t;ng
conservation oppeortunities, there is no evidence on the recoxd:
about their pursuit of the same-opportunities. . . ..« T
334. It is reasonable for Edison to remove $13.449 m;ll;on Ain

historical expenses for electric transportation under RD&D.
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v 335. - JIn-its next GRC Edisonushould-present a: DSM comparison
exhibit which .sets forth the positions of: all .active DSM-parties.

'336. " It iz 'not reasonable 'to. require that A&G .expenses: in. all
of Edison’s DSM programs be limited to 30% of program costso.

337. . Until the issue is- considered:in- the DSMirulemaking, TRC
calculations should continue “to exclude  customer.incentives . as.a
cost. L DRt LU S A0 I Sy

© 338, .Bdison and.its-affiliates ‘are authorized to ‘own . up to 50%
of QF‘projects.wh;ch sell power to-Edison. .. . ..U nwuooonl oo

339. Affiliate QF projects provmde ‘moxe that 40% of the QF
generat;on ‘purchased by Bdisonmy . woox oo alco L L LT

- .340. DRA recommended that the Commission impose.a 40.basis
point ROE penalty on Edison for failure to comply with Commission
regqulations regarding-affiliate QFs. . Sl

341. The recommended penalty is sepaxated into'a 20 basis
point penalty -for repeated failure. tovprov1de-Lnformat;onuregarding
affiliates and a 20 basis point .penalty: forx. ant;competltxve
favoritism of affiliate QFs over nonaffiliates.! . - .. Clonor

342. Taken together the penalties would reduce test)year
revenue requirement by $35.9-million. - - A )

343. 1In D.B2-12-055 the Commission penallzed Edison 10 basis
points ‘for two: years for failure:to comply with Commissioni policies
on pricing of QF contracts at full-avoided ‘costs.: LoDy

344. Disallowances are denials of rate recovery for
‘unreasonable c¢osts, whether those costs are ordinary expenses,

. capital ‘costs, or costs induced by unreasonable .forecasts. @ . - ..

345." Penalties are punishments for offenses or: actions -
contrarxy to statute, orxder,; rule, instruction; or 'express policy.

- 346. Adverse consequences to shareholders due to Commission
decisions ox disallowances ‘are not penalties.  :@ . i 5O 0wl

347. The KRCC dxsallowance ordered in \D.90-09-088 was not-a.
- penalty. - P A 3 Ot A e S AT SN S~ B

e

oy A,
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348. - ‘The Commission‘’s denial-of Edzson"s proposed.mexrgexr with
SDG&E in D.91-05-028 was not a penalty.~ .- .. Lo L 0U-0iesd i

'349. .Separate penalties 'and disallowances. are possible in
response to the same utility behaviox: = .« . .. Loanmra U0

350. The Commission’ should not refuse to.order a justified
penalty because of the financial community’s anxiety 'about adverse
consequences to. shareholders. .- UL L as oo

351. "Edison has failed to-:follow Commission instructions: -
regarding.provision of information in the KRCC.reasonableness. :.
review and the merger proceeding.: . [0 L LT Lunan e

3522 Edison has'failed to meet clear standards of behavior for
provision of information. A R SR TR S SR

353. If information disputes similar to those’ in :the:KRCC-and
merger: proceedings. should be- repeatedmzn‘futureHECACrreasonableness
reviews, DRA should submit additional testimony on. replacement: ™
power costs, as if the dxsputed affiliate. QF contracts did not

354: "An ROE penalty is: an,approprzate regulatory.response to
affiliate QF favoritism. ... . R IV e TR SV e S Rt

355. DRA‘s evidence of.favoritism.is: cxrcumstantxal.un SN

2356+ In this proceeding an ROE' penalty for favoritism:should
be supported by evidence of favoritism in-the negotiation, - ..
execution, or administration of more than one affiliate QF
contract. | B TR T v L

:357. During the review period:considered in A.88-02-016,
Edison unfairly favored KRCC over nonaffiliate QFs. .. .;ooo . -

+ 358.. . The evidence in this:GRC. is insufficient to. find that
Edison unfairly favored Sycamore and Arco-Watson:-over nonaffiliate
QFs. - SR ‘ S e el e e oy -

--359. The evidence'in:this~GRCaisrinsufficient;toafindzmore:
than one instance of favoritism. .

360. It is necessary to leave the record in Phase 1 open

because favoritism in the Sycamore and Arco-Watson contracts may be

N e AT
PRV
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-found -in: the. reasonableness review: phase 0f:A.89=05-064,
A.90-06-001, and A.81=05=050.... -« . o & ow Lluedlaldll S
-~ 361. .Edison should protect ratepayers: from excessive 'Costs fox
QF purchases and should promote QF:development.: - .r o7 -, o
362.. In its current consolidated ECAC reasonableness reviews
- Edison .should. submit additional testimony on: : (1) .incremental base
rate O&M costs of shortening refueling outages, -and (2) :incremental
replacement . power costs associated with extending:-refueling:
outages. -DRA should have the opportunity to serve responsive: -
testimony. This additional testimony is necessary .for:the-.-
Commission .to:review the reasonableness of replacement power ¢oOsts
during refueling outages. A AT 4 S DIR EIR e
_.ggnglusagns of Law. T T I wmenlcooto L 8D
. Phase: 'l of this GRC has been conducted accord;ng ‘to- the
Rate: Case Plan. - L L L T Tl S e e
- 2. Sales and customer.forecasts: should be revisited in.
Phase 2, for revenue allocation and rate design purposes.
+.3. :Edison should:continue to pursue.aggresive cost:: '
containment goals, and it is reasonable to assign S0% of rexpected
1.5% cost containment productivity savings:to ratepayers.and 50% to
shareholders to strengten long term company incentives to/pursue
these goals to the long term benefit of ratepayers. . ..orou:
4. Utilities that operate nuclear power plants are required
to pay fees which are set by the NRC. RS SR
‘5. "Edison should:be ordered to perform another: zone:of
reasonableness study for nucleaxr O&M: expenses. in its. next GRC...
" 6. 'Edison’s 0&M expenses at. SONGS 1 should: be-authorized
.subject to refund. . - . . S VH N BN Vo S PRI Y]
7. Edison should be ordered to: (1) remove from its ALBRR
the’' O&M..and capital-related expenses- for Yuma Axis, and (2).remove

=211 =
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. from rate base .the plant in.service and depreciation.reserve for
Yuma ‘Axis, effectlve on the date the proposed sale.of Yuma:Axisrto
IID is completed. e T eI St TV TE RN ET O IR
~. 8. Edison should not be authorized to recover 1993 .and 1994
WMBE expenses which are based on the test year expenses:authorized
in this decision. Expenses for those years should be recovered by
separate application in a generic proceeding.. . ..o .l L%

9. FASB Statement of Financial ‘Accounting .Standards.No. 106
requires that Edison must accrue PBOP liabilities while employees
earn the benefits, effective January 1,:1993. TR

10. Use of union employee PBOP liabilities.to calculate
$ 401(h) contributions is not unfair to union workers.. .-

."*11. The PBOP memorandum-account: preserves*Edzson's.t;
oppeortunity to recover reasonable PBOP ‘costs in. rates. ... .

12. In D.83-12-068, D.84-05-100, and D.89=-12-057"the -
Commission established standards for exceptions to the' rule that
utility plant in rate base must be used.and useful. v .

13. Edison should be ordexed to.establish a memorandum :
account to track disputed Arizona property tax expenses. .

14.  Section 42 allows for reduced'property‘taxes~at'Palo“‘
Verde when a governmental order prohibits .use of the plan: for .

- .15, 7 Confirmatory Action Letters from- the-NRC are not .
governmental oxders. S o o

.16. .Capitalization of “any.1990 and: 1991 software’ expendztures

could .be ‘retroactive ratemaking.: -i.. . .o LD W ML LD
crr. Te s In DL82-12-005and D.83-12-068. the Commission established
‘ guxdelmnes for capitalization of RD&D. expenditures. ... me

18. Capitalization of RD&D expenditures from yeaxrs pxior to
1992 would be retroactive ratemaking, .unless those expenditures
qualify for-capitalization;under“theHestablishédzguidelines;andgthe
expenditures were clearly not for activities anticipated -in -RD&D:
funding previously authorized by the Commission.

N
PN
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19. . BEdison may-file. in this-proceeding additional .information .
. to. substantiate its request for capitalization of RD&D projects.”
which have received expense treatment at this timew.. .~ oo =1 7
.20.." In D.87-12-066, Conclusion of Law 71, the Commission
authorized rate recovery of expenditures for electric. - ..
transportation RD&D projects to. $100,000 pexr yeax.. . .. ., . .-

21. Conclusion of Law .71 in D.87-12-066 needs to- .be: -
considered. in context of RD&D fund shifting rules. ."... :

22. The.recovery in test ‘year rates of 1988 through 1991
electric transportation RD&D expenditures in excess of..$100, 000 per
year is inappropriate. The retention of any such expend;tures
already recovered-in rates. is allowed.: L

23. YFoxr purposes of test year forecasts in its. next GRC,

Edison should remove $13.449 million in historical - expenses fox -
electric transportatxon under RD&D. . Ll

24. - The SONGS 1 .cost cap orxdered in Du85-12 0Q4 applmes only
to the 35 projects identified in the.cost-effectiveness - ¥
calculations that supported.the. cap.: 3 SRR .

25. . For the purxpose of-determining- compl;ance wmth the -COSt
cap, Edison is not authorized to substitute othexr projects for the
35 identified projects. . . U i TLotieros s L nw at)

26. Costs necessary to complete unfinished: work,wmthxn:the 35
identified projects should not be.recovered in rates until 'the work
is completed. B R NI TS T, SRR Ry
Too . 2T. No costs for projects other than the 35 identified
projects can be included in rate .base until they-axe: justified.:

© 28. The NRC has the authority to order plant modifications at
SONGS 1, but it does not:have: the*authorxty to order xrate :ecovery
of unjustified costs.urs vov o Lol oo onl o P

~.29. . The disputed. $32 960 mLleon should be removed from 1991
plant additions, ‘because 'the mod;f;cat;ons authorized in ! >
D.85-12-024 axre not completedp

« g g P R ERTE Ca e BT TN I Y T R
ll-!. x,/ .‘ T A . y.l. T ] Il Ve ‘.v-.l’h?.—; ' - L.

.-"‘
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. 30.. Edison should be authorized to return the :$32.560' million
to plant . in-service upon 2 .showing:that: the modificationg ru.nnos
authorized in D.85-12-024 have been completed. .. . ARSI,

.31. - Edision may, in this proceeding; make a filing: to: ..
demonstrate the cost effectiveness of. previously unjustified SONGS
1 costs for any NRC replacement work done wvuring fuel cycles 9,10,
and 1ll. . N B SUUNASR EVI O P SO S

32. Edison should bevauthorizedvtouestablish_Ajmemorandumﬂ>
account .to recoxd the capital-related revenue requirement for the
costs of transmission lines and other facilities which:were
allocated to Cal Enexqgy in D.90=09=0359. o .0 .0 cureeend LA

33. In D.87-12- 066, Append;x‘B, ‘the Commission. establrshed
gquidelines: foxr PHFU. . S kP A

34. Nuclear design documentation  expenditures: should not be
. capitalized, but they can be treated as-deferxed debits. . .

 35. - Deferred debits .can be included. in’ rate:base if. the . .=
expenditures are justified. Co S LR SRR St o

36.  Edison must enforce late payment charges: faxrly and
uniformly, in accorxdance:with filed-tariffs... .. Ul Lnrovn

37.. .Edison should be.-oxrdered to present testimony in”its next
GRC on nuclear decommissioning trust:fund earnings rate and::
contingency: factor. - - o ocounda o et he b TR DS e

38. Edison should be ordered: to improve- its:showings on'the
ratemaking- treatment of RD&D:COSTS. .. . .« =~ ol o et ol

39. - Edison should be-ordered to undergo.a.financial 6audit of
its 1988 through 1992 RD&D activities. The audit should bev.:u i/
coordinated by CACD, at Edison’s expense. :A‘finalareportfshould be
completed by. June 30, 1993. ruo- o R T e SRR UL e : :

40. The RD&D funding ranges ordered in D.90-09- 045;do ot

apply to this GRC.  ~. - .. 7 =« Crow T nan v AET N
' _41. .The RD&D- fund: shifting. rules dxscussed ins Chapterte,
Section: 8.1 should be authorized. ... - 4. . o0, avidw wOI DoloLl

B P ST - L LT e e P T Lemp by sy e
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... 42. . Edison should be ordered to establish an' interest bearing .
memorandum-account to record all.royalties, . licensing fees, -and’
other revenues attributable:to Edison’s RD&D programs. o Theaccount
balance should be returned to- ratepayers in Edison’s next GRC.

43. Edison should be authorized.to include: in its MAAC taxiff
SCR technology at Alamitos 6, as discussed in this decision.'

44. Edison should be authorized to seek 1993 and 1994
attrition adjustments by advice filings. S ST

45. - Edison should be ordered -to file forecasts of off-system
sales revenues and revenue consolidation tables in . future GRCs,:"
ECAC proceedings, and other proceedings. in which rates arxe revised.

46. Edison’s next GRC should be filed for a 1995 test year,
based on recorded operations through 1992. The GRC should:- be '
processed. according to the Rate.Case Plan. . - EET o

47.  Edison should be orxdered to present: testimony in its next
GRC on its management policies: and practmces,for plann;ng and
approval of capital projects. C : T T Ll

48. . Edison should be ordered to repoxt on total: expend:.tures .
for the HVDC expansion: project in its mext GRC.: "~ . (wunvo o

49. Edison’s authority for memorandum. account treatment of
hazardous waste expenses, ordered: in Decisions: 87-12-066, =
89-01-039, and 89-09-019, should be extended through' the:end-of: .
1994. Similar memorandum account:treatment should: be authorized
for expenses to comply with pending storm water discharge.:: 1
regulations promulgated by the U. S- Envxronmental Protection
Agency.. \ \ R A PN R U S
50. Edison should be ordered' to perform aUStudy on-  minimum?
marginal transformexr costs and system efficxency costs, as’:
requested. by- TURN. T VO R R

51. IER workshops were not necessary in Phase 1. @ oI rmon

. 52.  'CACD should be authorized to determine-the need- and

scheduling for workshops to determine:data sets to’ be used in =3
construction of marginal cost IERs or QF payment IERs.
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-53. ~Edison should be ordered-to report:on the.cost="_
. effectiveness of test year:residential-energy.audits in-itsmMarch
1993 DSM annual xrepoxrt. - . = o . osovenin e oo ameiong Do

54. Edison should be ordered to report on the coste— oz,
effectiveness of its test year fuel substrtutzonaprograms«ln its
March 1993 DSM annual report. =~ . = . ot mean e

.55. Edison should be ordered: to~subm;t -in its-next. GRC
detailed assessments of economic, environmental,-and. any:other:.
-claimed-benefits for fuel-substitution,-load.retention and: load
building programs should it seek to'continue or:expand-these: -
programs. e e e

56. Ed;son.should be ordered to: rnclude in.its next GRC,.:
detailed environmental evaluations of the impact of, the ESSTRN
technologies: it chooses to promote. as-decribed in: thrs decrsron.

S57.. In’its March 1993 annual DSM:report,-Edison:should be:
ordered to submit a table indicating-the source. and amount-of . .
funding for CTAC. e T e

58. - Edison should be- ordered to—show the cost-effect;veness
of all load. retenrron/load building: programs in its next: GRC .if it
requests ratepayexr funding.. o uopclo vt B4 DT 0 GLiannD

59. Lobbying expenses should be borne by shareholders. ~not

.. ratepayers. - - Rt CU rimien o

.60._ Edison’s DSM fund shrftxng rules ordered in D 87-12 -066
should be reinstated, except that no funds should be shifted:into
programs. for fuel substitution,-load.retention, ox-load building.

61. Edison-should be:oxdered to-present testimony in:its next
GRC. on the long:run cost-effectiveness. of utility DSM programs,
with specific attention to free riders and to-marketplace-obstacles
and progress toward overcoming them.. . .. oo e

 62. -Edison should be. authorized to recover from- ratepayers
incentive payments to shareholders based on - shared. savings.:from,
eligible DSM programs. . = -~ . . oo '
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63.: :Edison should:be ordered:to specify allounderlying
- assumptions and- calculations. for: its:total resource“onfcostsﬂon‘all
shared savings programs approved here;n, subject to»Commlss;on
approval.. .. - S A ot A Rt R P SRR )
'64... The shared. savings incentive payments to shareholderxs:
authorized in this decision are justified: wLoLan TN
- 65.7:1The shared savings: program ‘authorized in this decxsxon is
just and. reasonable. T S S R S S A R NP
' 66.: The adopted shared savings program is consistent with-the
requirements of PU Code §°7465 - & . o oo dwioemonaltla
67. PU Code § 701.1 must be considered along with. PUCode
$§ 45), 454, and 728, which require: just and: reasonable rates, and
other ratepayer protection objectives. - B R
68. Absent evadence ‘on--which' conservation: opportunities are
exploited by Edison- and other entities, Edison’ s obligations to
seek- to exploit conservation and efficiency improvements under.:
PU Code § 701.1 are uncertain. SURTD L e
‘695 Authorization for rate:recovery of reasonable DSM
expenses and other DSM actions taken:by- the Commission.in this..
decision do not in any way h;nder Edison- from complrance with:
PUCOde § 70150, 0 - sl e e )l
70. Edison should be ordered to present in its nextvGRC- a:DSM
comparison exhibit which sets. forth- the pos;trons of" all act;ve DSM
‘pa;-t;_es_. O A E SR S0 PP P S RO NI SR TS SRS VI VL0 S
EETEY 5 K “Thereﬂiswamp1e~precedent&foruCommissionuauthority?toﬁﬁ
penalize utilities by reduction’of-rate of-return.i-u -.IC
72377 The  ROE-penalties’ proposed by-DRA:would-not unfairly
" duplicate other  penalties. v ~l.n Ui N ToULmeliln Satlnofn NIle
73. Commission instructions in' DU§2-01=103+and”D.88=12-063
set' clear standards: for provision of-information- on nonstandard
affiliate QF :contracts. - . Ll LT Y OV ESELDAE
74. A reduction in authorized ROE is not-the most effective
penalty for failure to provide information.
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75. In Commassronnapplrcatlonsy farlure“to provrde
information is fundamentally & failure to meet the burden of proof.

76. In the KRCC reasonableness review and the mexgex
proceedrng Edrson has not met the~clear standards of,behavror for
provision of information. e C

77. Commission instructions in D. 82 -01-103. set cleax.
standards for evaluatron of nonstandard QF‘contracts-w

78. The record An. thls proceeding. should remain open. to
consider the Commrsslon 'S . decrslon on reasonableness-lssues in -
A.89- 05-064 A 90-06- 001, and A 91 05-050, and the rmpact of those
issues on DRA's proposed penalty for favorrtrsm. ‘

79. Edlson s obllgatlons tO»bargarn in good farth wrth QFs
lnclude the obllgatron to inform. all QFs of texms and condltrons
that Edison has made available to other QFs, affrllated.or e
nonaffiliated. . ’; A , N B
o 80.‘ Edrson s proposed semrannual report to the Commlssron
would not fulfrll that, obllgatlon. - ,

81., Edrson,should be oxdered to serve add;tlonal testlmony in
,rts current consolrdated ECAC reasonableness reviews, on: ..

(1) incremental base rate O&M costs of shortenlng refuellng
outages, and (2) rncremental replacement power, costs assoczated
with extendrng refuelrng outages. DRA should have the opportunrty
to serve responsive testlmony. . ‘ . o ,

82. Thrs deczsron should become effectlve today, so that test
year revenue requlrement wrll become effectlve January l, 1992.“

. . iy
PR - Lo e, T iy . N,
PIRI R e T !
mum- e - . >
' B s . .o - . . e t o .
. . \
NN i !

Ay Aeen vl

. . IT IS ORDERED that' N

o l. Southern Calrfornla Edlson Company (Edrson) shall, on_or

'before December 26, 1991, flle wrth thrs Commlsslon revrsed tarrff
, sheets whrch.

" . " - ’ R ol
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- .xevise dts-Authorized Level 'of Base :Rate:"
M‘Revenue as set forth in Appendrx D to this
'decrsron, B

N t

_xevise its Prelxmrnary Statemenr to ;nclude thell
" shared savings incentive program author;zed 1n'
this decision; and . e R

c. make other révisions as necessary to comply -
with this interim oxder. -~ .- AT e
2. The revised tariff pages shall become effect;ve
January 1, 1992 and shall’ comply thh General Order 964A. The:ﬁ
revised tariffs shall apply to servrce rendered on or after therr
effectrve date. : o '

~3." Edison shall rncorporate the rev;sed Authorrzed Level of

Base Rate Revenue into rates ordered Ln the revenue requrrement
phase of" Applxcatron 91-05-050". T

4. Edison’s rate recovery‘of operataonal and marntenance -
expenses’ related to San Onofre Nuclear Generatrng Statron, Unat 1
shall be subject to refund, effect;ve at’ the ‘end’ of‘fuel“cycle 11.

5.  For Phase 1 purposes, the test year sales, ‘customers, and
present rate revenues set forth ;n Appendlx B to thrs declsron are
adopted.’ B S |

6. The labor and’ nonlabor escalatron factors set forth xn
Appendix C to thrs dec;sron ‘axe adopted. ) TR

7.
programs are split equally between shareholders and ratepayers, and
rates are reduced by $37.4 million” as set” forth in Appendrx co -

8. The test year marg;nal costs set forth in Appendix F to
this decision are adopted,’ subject to revision for fuel prices
adopted in othexr Commission proceedrngs.

9. Edison is dxrected to aga;n present a multafactor
produotxv;ty analysrs in xts next General Rate Case, “and as part of |
the analysis; Edison shall particularly demonstrate how the s
forecasted multifactor productivity gains are reflected in its test
year revenue requirement requests.
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10.  Edison.is authorized-to request revenue requirement ..
adjustments- for attrition years 1993 and 1994, based.on -the.xevenue
. requirement calculations -set forth . in Appendix E to this .decision.

'11. Attrition year revenue . requirements shall not :include .
specific incremental capital costs which Edison has requested: foxr
informational services software; research, development, and... -
demonstration activities; demand~side management -programs; nuclear
design documentation; oxr other-capital -items.  Attrition yeax plant
additions shall be determined by authorized formula only...~ .-=..:

12. Edison shall not recover in rates any .test -year.:.-.. |
capitalized costs for informational services software .oxr xesearch,
development, and demonstration activities.. . .- . .o o

13.  Edison may. file additional- lnformatxon‘on.the merits: of
capitalizing software within 120 .days of. the effective date of this
ordex, and parties may xeply within 120.-days. of Edison’s filing.-

14.. Effective on the date that-the~proposedwsale'oﬁfthe Yuma
Axis Generating Station to- Imper;al Ixrigation District .is:
completed, Edison shalls. - - . oo o on - -

- remove -from Authorized Level . o£ Base Rate‘ i
. Revenue the operatxons and maxntenance expensesf
' for the plant- ‘ "

- -

 remove from Authorized Level of Base Rate T
- Revenue ‘the cap;tal-related expenses foxr the o
. plant; and | R O B A T T

- ‘e. remove from rate base the plant in service -andi "°
-~ depreciation resexve for the plant. .. .o -wom oo

15. In- 1993 and 1994 Edzson shall ‘riot recover ‘Women’‘and
Minoxrity" Business Enterprxse expenses ‘which are -authorized For 1992
in this decision.’ Expenses for those‘years shall be recovered by
separate appl;catlon in a ‘generic’ proceed;ng. e T e
. 16. Edison shall cease debiting its Women and- M;norxcy
Business Enterprise memorandum account for clearxnghouse -expenses.

17. Edison’s rate recovery of disputed property taxes related

izona Public ice ny vs. Maxic ounty shall be
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subject:to .xrefund. Edison:.shall record those expenses inlan
interest-bearing memorandum account :-pending the:outcome ‘ofi the
lawsuit. -.After the lawsuit.is “finally resolved, Edison shall seek
disposition of the account.balance by advice £iling. . If .Edison
‘should ‘prevail: in the lawsuit, -Edison shall return- any property tax
refunds to ratepayers. . - SR I R SN e DT

. 18. - Bdison is authorized to establish . an interxest-bearing:
memorandum account to record-the capital-related revenue.: = o
requirement for the transmission-line and-related facility .costs
allocated to California Energy ‘Company-in D.90-09-059. If the
disputed capital costs are eventually-and . finally reassigned. to "
Edison, it may seek recovery of the memorandum account: balance and
future revenue requirement related to-the -reassigned-plant.

- 19. .- Bdison is authorized: to .include test 'year deferred debits

for nuclear design documentation .in rate-base., .. % '

- 20.  Edison is authorized to file in this proceeding .
additional information to substantiate its request.fox . . .iuA
capitalization of RD&D projects which receive expense treatment at
this time. Edison’s f;llng must . be Ln accordance w&th the:
standards for case-by-case exceptmons to our general prxnc;ples for
capitalization of RD&D projects as expla;ned ;n D. 83 12 068. 1In
addition, Ed;son must pr0v;de a full show;ng on the precxse amounts
of capitalization for each project along wmth detailed accounting
on each project. The request must indicate whether the amounts
being requested for capitalization are net book values of
depreciated assets or original costs. Edision is. authorized to
£ile this information on ox before December 31, 1992,. and parties
may file.responses to Edison’s. f;lmng thh;n.120 daySe, s o4

21. The conditions on electric. transportatxon program .scope,
xeporting, and fund shifting set forth in paragraphs 3, 5,6, 7,
..and 8 of Ex.hibi; “-112..'in th;s Pr°ceed‘xng -axe °d°PFed- O A F A

P
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. 22. » In its next GRC -expense.forecasts,. Edisonshall: remove
$13.449 million in histoxrical expenses for: electric transportation
under RD&D-.- T TRE TP RNNIC RN I ¥

23. . For ratemaking purposes, Edison shall remove from:plant
in service $32.960 million for incomplete plant modifications at
San Onofre Nuclear Generating Station, Unit l... =~ . o voiio.r490

24. ' Edison is authorized to-return $32.960.million-to.plant
in service upon a showing that the plant modifications:considered
in Decision 85-12-024 for San Onofre Nuclear Generating Station,
Unit 1 have been completed.  Edison may .file- that showing:as-a
petition for modification: in this proceeding. - ~. vl

25. Edison is authorized to make a filing, in-this ;. -
proceeding, to make a showing -as to, the cost-effectiveness-of .
previously unjustified SONGS 1 costs: for any'NRc~repiécemen:*work
done during fuel cycles 9, 10, and 11 which were attributed to the
cost cap set ‘forth in D.85-12-024. ..~ PR S

26. -Edison is authorized. to: shift- progrmm.funds for”research,

-development, and demonstration activities-and for: demand-side.’
management programs, as discussed. in: . Chapters 8 and-.ll:in: th;s
decision. . . T T R PR TS S ST A O

. 27. _Edison shall undergo- a: financial audit of . its 1988 .
through 1992 researxch, development, and:demonstration activities.
The audit-shall be coordinated by the:Commission Advisory . and : .
Compliance Division, at Edison’s. expense. A;finalureporteshallfbe
completed on or before June 30, -1993.... .- . oL iy oo

28. Edison:'shall establish an. interest=bearing: memorandunm:.
account to_record all royalties, licensing. fees,-and:other.revenues
attributable, to its research, development, and.demonstration: ...
programs.- .The account balance shall be:returned to ratepayers:in
. Edison’s next general rate-case.. = - = .. B S SR Tt

29. Edison is authorized to include in its Majox: Additions
Adjustment Clause a project.toiinstall: selective:catalytic:

Te o, e B e e e WL e
PR - . - . Y onaaan i
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reduction: technology. at. Alamitos:Generating :Station,: Unit 6, as
discussed. in Chapter 9 in this-decision.. . 7 o moonllm 24,00

30. Edison’s authority for memorandum account treatment® of
hazardous waste expenses, ordered in D.87=-12-066, D.89-01~039, and
D.89~09-019, shall be extended through. December 31,.1994.. 7 This
authority shall include memorandum account treatment of expenses to
comply with pending storm water discharge regulations: promulgated
by the U.S. Environmental Protection Agency. . = . =ou i --

31. Edison shall perform a study to separate marginal .
transformer costs. into minimum costs for transmission or:
distribution functions and additional c¢osts incurred to reduce:
overall system expenses. Edison shall delivexr a.report on: the
results of -the study to the parties’ which submitted marginal ‘COSt
‘testimony in-Phase 1 of thls proceedxng, on oxr before "June> .30,
1992. . R A . o L TTLus o
32. Orxdering Paragraph 36u0f«Decisfon.875124066~ismrescinded.

. 33.° In future general rate. cases,. Energy Cost Adjustment
Clause applications, and related: proceedings, -the'Director:of the
Commission. Advisory and Compliance Division shall determine:the-
need and scheduling for workshops to determine the data..sets,” '
resource plans, load shape;, heat rate :input, unit' commitment and
. dispatch, minimum load conditions, resouxrce .assumptions, marginal
fuel assumptions,  and all”other pertinent. data necessary:to.
calculate incremental energy rates for use in marginal: cost oxr'l
qualifying facility payment. calculations. The workshops:shall:also
serve as'a forum in which’'the parties to the proceeding can agree,
t0-the extent possible, on the assumptions to be used and the -
appropriate sources of the assumptions.. If the Director determines
that a workshop is necessary, the Director shall appoint'a workshop
coordinator, who will be the final arbiter of d;sputes relatzng-to

a common data set. - .. . uN L0

34..In its March 1993 annuval report on demand=-side I & : I.
management, Edison shall report on the cost-effectiveness of its
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.test. year:residential energy audits and:ofyits test:yeax:rfuel.

substitution programs. CELON
;v .35, Edison .shall submit in-its-next GRC, a-detailedf:
assessment of economic, environmental.,’any:other-claimed:-benefits
for fuel-substitution, load retention and-load. buzld;ng programs
should it seek to continue or expand:these programs..-. R

36. Edison shall include," in-its next-GRC,vdetamled- e
environmental evaluations-of the. impact-of the- technologmes it
chooses to promote as. described.in this ‘decision.... .. Lui:: .

37.. In its March: 1993 annual.DSM!repoxrt,: Edzson shall subm;t
2 table indicating the sourxce and:amount of: funding: for CTAC. -

38. _Edison shall : show. the.cost-effectiveness:of all:load::.
retentzon/load building programs in its-next-GRC if 1t requests
ratepayer funding. O ¢ P S P e

39. Edison is authorized: to.recover. from. ratepayers .incentive
payments to shareholders based on’ the shared sav;ngs program set
forth in Chapter 11 and: Appendlx G to- thms -decision. Shareholdex
payments shall be made as debits to the’ “Electric’ Revenue Adjustment
Mechanism-balancing account, .by advice~filing made .on..ox. before
March 31 in the year followang the year ln wh;ch the ‘incentive
payments are earned. The advice f;llngs shall ;nclude adequate
information to support the requested ;ncent;ve payments. ‘If shared
savings penalties are accrued, they shall be ;mposed by szmxlar
advice f;lxngs. ‘ o -

40. Edison shall fxle, wath:n,so days of the~effect1ve date
of this decision; an’ ‘advice- lettex seekxng Commxs;on approval of
all data necessary to calculate total resouxce costs “for all sharxed
savings programs. S o R e o

41. The xecord in thxs proceeding shall remamn open to
consider the Commission’s’ decisxon on reasonableness“lssues in
consolidated Applications 89~ 05 064, 90-06- 001, ‘and 91-05-050, and
the impact of those issues” on a, proposed 20 basxs po;nt return on
equity penalty for favoritism to affalaated qualify;ng facilities.

ST
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v

This matter shall be decided before Edison’s. nexa}general Jratecase .,

[EEEEINE VI RN ey

test year. TP TS S AR Ao SR

42. .Edison..shall sexrve :additional.- testlmony in>consolidated
Applications 89-05=064), .90=06=~001, and:91=05=050=0nz" .o
(1) incremental operations and maintenance costs. of . shortening: .
nuclear power plant refueling:outages, and (2) xreplacement.power
costs associated with extending refueling outages.. The testimony
shall be served in accordance with a:schedule ordered by:the v -
assigned Administrative Law Judge. in the consolidated proceedings.

43. Edison shall file its next general rate. application for a
1995. test year, based on recorded operations.:through: 1992..:The
application shall be processed-according to the Rate:rCase:Plan.

44. 1In its next general rate case, Edison.shall. file or.'serve

testimony on the following topics:

a." wages and salaries, with increased emphasis on. .-
total compensation, . total benefits as a
percentage of cash compensatlon, and the

-~ distribution of total compensatlon among.
comparable firms; .

an ‘improved showing-on productivity, lncluding
the influence of productivity on forecasts of
opcratlng and malntenanco expenses-‘

a zone of. reasonableness for nuclear operatlons
and malntenance expenses,

optlmlzatlon of nuclear plant refuellng outage

durations, including base rate and fuel-related
~ expenses .at San Onofre Nuclear:Generating. .

Station and Palo Verde. Nuclear Generatlng

Statlon,

S R T I RN
SO el

nucleax power plant replacement generatlon
lnsurance,

e e . , '

_\nuclear decommxsszonlng ‘trust. fund earnlngs
- rate and’ contlngency factor'

an lmproved show;ng on the ratemaklng treatmen;
of research, development, and demonstratlon o
activities;.- : S LT
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management policies and practices for planning
and approval of capital projects;

total expenditures for the high voltage direct
curxent transmission line expansion project;

long run cost-effectiveness of utility demand-
side management programs, with specific

attention to "free riders" and to marketplace
obstacles and progress toward overcoming them;

a comparison exhibit showing the positions of
all parties on demand-side management issues,
due on Day 206 of the Rate Case Plan; and

the percentage of administrative and general
expenses within all proposed demand-side
management programs.

45. In future general rate cases, Energy Cost Adjustment
Clause applications, and other proceedings in which rates are
revised, Edison shall file forecasts of off-system sales xevenues
and revenue consolidation tables similar to the tables in
Exhibit 122 in this proceeding.

This order is effective today.
Dated Decembexr 20, 1991, at San Francisco, California.

-1 CERTIFY THAT THIS DECISION
WAS APPROVED BY THE ABOVE

COMMISSIONERS TODAY PATRICIA Ilfée}szsc?e:ﬁi

JOHN B. OHANIAN
" DANIEL Wm. FESSLER

/ / NORMAIC‘:T D. SHUMWAY
, - ommissioners
W A e ,

[ S .
N
LMAN, Txoculive Dliccior
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_ , Carol A. Schmxd-Frazee, Eugene, E. -Rodrigues,
Frank J. -Cooley, and Michael D. Mackness, Attorneys at -law, and
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Attorneys at lLaw, for Scuthern Callfornla Ed;son cOmpany

Interested Partiess Messra. Ater, Wynne, Hew;tt Dodson,&,
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Black, by William H. Booth and Joseph $. Faber, Attorneys at
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Brancheomb, for Henwood Encrgy Services: Maurice Brubakex, for
Drazen, Brubaker & Associates; Messrs. Kronzck, Moscovitz,
Tiedemann & Girard, by John L. Bukey, Attorney at Law, for -’
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Mccracken, Byers & Martin, by David J. Bvers, Attorney at law,
for Cities of Oxnarxd and Irvine; Messrs. Brobeck, Phleger &
Harrison, by Goxden E. Davis, Attorney at lLaw,. for California
Manufacturers Association; Nancy I. Day and LEL;uLJi_;EQLLg;;
Attorney at Law, for Southexrm California Gas Company; Rhilip Di
virgilio, for Destec Enexgy, Inc.: Napey W. Dovne, -David R.
Clark, and William L. Reed, Attorneys at Law, for S$an Diego Gas
& Electric Company: xaxgn_zgggn for KXE & Assoc;ates.-«v
Messrs. Grueneich, Ellison & Schneider, by ; !
Attorney at Law, for California Department of. General Servmces.
Michel P. Florio and ;ggl;g__ﬁ;nggx Attorneys at lLaw, for

Toward Utility Rate Normalization (TURN): Sam De Frawi, for the
Department of the Navy; HQIEAQ;I__EHIQ&Q, Attorney at Law, for
Federal Executive Agencies; Messrs. Biddle & Hamilton, by
ngng;g_Lh_ngm;l;Qn, Attorney at lLaw, for Western Mobilhome
Association: Melissa Metzler, for Barakat & Chamberlin; Karxen N.
Mills, Attorney at Law, for California Farm Bureau Federation;

, for JBS Energy, Inc.; Mike Nazemi and Barbara
Baixd, Attorney at Law, for the South Coast Air Quallty
Management District; John D. Owinley, for COgeneratlon Service
Bureau; James A. Ross, for Regulatory & COgeneratlon Services;
Bartle Wells Associates,: by Begg;zh_ﬁgnm;g; for California
City-County Street Light Assoc:.atn.on. Ronald W. Schoenbegk, for
Midway Sunset Cogeneration Company; Jan Smutnv-Jones, for
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Independent Energy Producers. Messrs. Downey, Brand, Seymour &
Rohwer, by Philip A._ Stohr and Ronald L;ebert, Attorneys at law,
for Industrial Users:; - for Morse,».MA
Richard, Weisenmiller & Assoc;ates. BglsﬁLingxnggh Attorney at
Law, for Natural Resources Defense Council; Messrs. Grueneich,
Ellison & Schneider, by DRiap M. Grueneich and Chr;stopher
Ellison, Attorneys at Law, for California Enerxrgy CoalXition;
Messrs. Morrison & Foerster, by Lynn Haug and Jerry Bloom,
Attorneys at Law, for California Cogeneration Council: Xerxmit R.
Kubitz, Roger Peters, and Harry W. Long, Jr., Attorneys -at Law,
for Pacific Gas and Electric Company; Jim Lexrner ' and James Boyd,
for California Air Resources Board: Saxa Steck Mvers, -Attorney
at Law, for Califorxmia Energy Company; Messrs. Pillsbury,
Madison & Sutreo, by James N. Roethe, Attorney at Law, for Air
Products & Chemicals Inc.:; Donald. G. Salow, for Association of
California Water Agencies (ACWA); Douglas A. Ames, for .
Transphase Systems, Inc.; James Hodges, for The East Los Angeles
COmmunlty Unlon, The Marav;lla Foundat;on, and Veterans in
COmmun;ty Serv1ce.

Informatmon On1Y' Rgsex_uanxlgx for IPT Corporatlon-f@j,fﬁ

Division of Ratepayers Advocates-‘~Kaznlggn.mglgngx lehn;s;;ugng
and- Jean Vieth, Attorneys at Law, and Donald Schultz. .'”

State Serv1ce- Messrs. Greve, Cllfford Dlepenbrock & Paras, by
~-Matthew V. Brady, Attorney at -Law, for Department ‘of . General
" Services; Dorothy Tavlier, for Public -Affairs Office; '
Paul _W. Fassinger and &ggxlg;;_ngng_ngllg for Commission
Advisory and Compliance Division: and ngxxgx_ngag4umn for
“va;smon of Strategzc-Plannzng. .
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' “SOUTHERN CALIFORNIA:EDISON COMPANY
J"? N Test Year 1992
5 Anompsmsm CUSTOMER FORECASTS

e - 3
L L

i Edison SUGIDRA GG
- -Forecast ~--n—Est;mate*~~~Estxmate-~~ﬁkdopted
- - e "\‘“ -—-----—-":} ‘*----———--i ‘-—-—-------
. X -., . ; :; - [ (b) Ty ‘u'" (c)
~Sales Forecast (GWh) N L a';:‘Au~J““J~J .

Dig -
v\) = l"

~>Five 'CPUC Major Customer Groups L ”m::::'3*¢¢£
v.o . Domestic 22,4990 . 2227030nn 22,703
~~--Lighting-Small & Medium Power 25,104 25,408 25,408
> Large "Power o) p2870 U0 T2LR655.2 T 21,655
Agricultural & Pumping 2,108 2, 247 2,136
Street & Area Lighting 472 472

" . X
O — " — - - - — - e e, (- - - T ——
) e -

Subtotal ) 71,439

,‘-«-

Sequoia ARSIl i Latedw)

uuFrznge*-- 4]
»:{T00~Resale 280 ix
Resale-Special Contracts 1,440 1 440 1,440

5
- - —

".' \(‘\‘-4

- -~ -Total--Sales Forecast 73,160 74, zos " 74,095

-'...-a. PP
. 3 ’-. N RN PR -"A. u.)l fa ™V o0

Customer Forecast (No. of Customers)

Five CPUC Major Customer Groups :
Domestic 3,589,266 3,553,721 3,553,721
Lighting~Small & Medium Power 528,915 528,072 528,072
Large Power 2,967 3,186 3,186
‘o -Agricultural & Pumping . <i~¢¢ﬂa 26 850 T 27‘152f 27‘152
.:Street- & Axea. nghtmg Sllruom -‘23~,:50‘.3~' : 24w 068/ ;,\.. 245,068
L4 ERCAS 3 " )u .

Subtotal
. ;Sequon.& e
Fringe
TOU-Resale: :
Resale-Speclal Contracts

"" ey - e Yo ('--——-———-- "R--
[

Total Customer ‘rorec'ast 4,171,526  4L136,224- B:,fise, 224
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SOUTHERN. .CALIFORNIA EDISON COMPANY
~Total Company
Test Year 1992
ADOPTED PRESENT BASE RATE REVENUES
(Thousands of 1992 Deollars)

Customer:-Group Ve Adopted

el - S o o S S S S S S S O S S S S S s = D D Sk S —-A-—-—----

.. --Five CPUC-Ma}or Customer GIOUPS == =~ v mm = = 5w o o e e e
: Domestic: $1,427,998
nghtlng-Small & Méd;um Power COTWTL UneooTok, ¢96,314
Large Power w«—-~w»~l~~~—-~930,701
Agricultural & Pumping COVGTI LML IOLT NS I DUNDL 400
Street“&mhrea L;ghting niienss4, 826

A T SN s e --*;-_..\
SRR ST e e e »-----...——_-

Total‘CPUC Customer"croups

.
-'.m‘C- o e A,",MJLI-J*). M
-p-l-"\

TN 2T T DEITADLS L0YA W Sownid
x .ASequoia‘_l./u,....- I o o ot . N 15
»oo o Fringe 2/ oV CouL IV lomrordun o
TOU-Resale 3/ 5,000
Resale-Special cOntracts 4/ .a~r*r‘ o
Subtotal i:: ] '“$4r°29U254

S " ey e 4 - R
D arostImed Lnlvogl-olscof

~other 0perat1ng~Revenues w74 . 07,712

- P S R
S e w, Y it v_‘r‘:f .:‘) oA PRI —-\---n-----—

[SROROGN Y
Grand Total i $4,136,966

k o RO Lt
SaBDONOT womernoD
.

‘“”.1/‘Reta;l sales contract to Sequoia Nat;onalfPark.CSchedure/A—G).
o2/ 0ff system sales to.other utilities-at:Edison’s boundaries.

- -3/-Resales-+to 12--cities under-FERC tariffs.

.4/ Off system sales contracts to cities and other utilities.
Forecast non-fuel revenues are used to reduce the ERAM
balancing rate, instead of crediting against base rate revenue
requirement. B

5/ Revenues received £rom other than sales of electr;cmty‘
(FERC Accounts 451-456). Of this amount, '$107.,628:;,000- ;s
CPUC jurxsdzctzonal the-remazn;ng $84 ooo 15 FERC
~Jjurisdictional. .. Tz T ool

(END OF APPENDIX B)
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SQUTHERN CALIFORNIA EDISON COMPANY
Test Year 1592
ADOPTED ESCALATION RATES
(Base Year 1988)

1. Adopted Escalation Rates Excluding Cost Containment:

Nonlabor

Rate

- 100.00 100.00
3.43% 103.43 , 104.08
3.47% 107.02 108.40
3.90% 111.19 » 1ll1.82
4.16% 115.81 ' 115.07

2. Adopted Escalation Indices Including Cost Centainment:

Labor Nonlakor

Rate Index

105.42 106.78
108.71 , 109.32
112.37 ) 111.65

3. Adopted Cost Containment:

Cost
Containment

Rate Index

- 100.00
0.75% 99.25
0.75% 98.51
0.75% 97.77
0.75% 97.03

(END OF APPENDIX C)
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SOUTHERN CALIFORNIA EDISON COMPANY
Test Year 1992

RESULTS OF OPERATION

TABLE OF CONTENTS

Calculation of Franchise Fees and Uncollectibles .
Total Production Expense .....

Stean Production EXpense .cccecevecccecesces
Nuclear Production EXPEnse ..c..eceecescsse
Hydroelectric Production Expense

Other Power Production EXpense ....ecesecee--
Transmission Expense .... cesscenccns
Distribution Expense ....cccees

Customer Accounts Expense ..

Customer Service & Informational Expense
Administrative & General EXpense .....e..

Expense SUMMAIY cccceeovssssccccrersncns

Labor Summary

Non=labor SUMNMAYY cceeccscncvesss

Other SUMMAYY scecscccorssrrerccvsocscssns

Taxes Other Than on INCOME ec.c.ccecenccccccsscssnns
Income AQJuUStMENtS c.ccceeccccnrernas cecsnnne
Taxes on Income = Present Rates ............
Depreciation Expense cesrevenns

Depreciation ReSeXve .....ceeecvsenccscscssnnccnne
Plant in Serxrvice = EOY coesssnsene

Plant in Service - Weighted Average .....

Plant Held for Future Use .....c..

Rate Base cecesssssssansesssrensecstorsnsann
Determination of Amount of Working Cash

Capital Supplied by INvestors ..cceeececceccecsens
Determination of Avg. Lag in Pmt. of EXpense .....
Summary of Earnings at Present Rates '

-~ Total Systenm ..... ceseesssmsnssenns
Summary of Earnings at Present Rates

= CPUC Jurisdiction ceesoesverenn
Summary of Earnings at Adopted Rates

- Total System ..... covsseresrann
Summary of Earnings at Adopted Rates

- CPUC Jurisdiction cecsosnssns

Summzary of Nuclear O&M Expenses

~ EdiSONn’s SRAYE@ ecececcocosssscssonssscannsasssne
CPUP Jurisdictional FactoXs .c.c.ceeeccsrcncccnscces
Development of Net-To-Gross Mulitplier ...........

[
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SOUTHERN CALIFORNIA ‘EDISONT COMPANY
o Test” Year’ 1992
CALCULATION OF: FRANCHISE FEES AND.UNCOLLECTIBLES

- g - - - Bl

_ Description aavn. Adopted

Uncollectibles e I e

A b -

-:Present Rate Revenues - Five Cust. Group  $4,0243239

.~»>Uncollectible Rate w50 0m2080%

- .Total Uncollectibles rmrne Loet$87370

Franch;se Requirements

Present Rate Revenues - Five Cust. Group  $4,029,254
& Resales [ Fotabutethtnde ot

iy e . —r 1 -

-; -Franchise Fee Rate ~00T877%
.- :Total Franchise Fees ' -:0$31;738

e o iy
e T RTEDN

- e
ot

oy, {rd
PSRRI TRINA Hb

R —
e om vt 2 TR
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SOUTHERN. CALIFORNIA-EDISON COMPANY
o Test Year 1992
' : . TOTAL PRODUCTION .EXPENSE. : B
(Thousands Of 1988 Dollars Unless otherw1se Ind;cated)

Description

Operation

Adopted

e el et Ve A g by by i L

‘ISteam” .
i .Nuclear
.TJHYdroelectric
Other
Total Operation

.- -‘..,n. AN ™
L Ny e e Wt e S

Maintenance

TV.Steam

T'=1“'Nt:u:]:@_-z:n:r:'
Rydroelectric
Other

Total Maintenance

TOTAL PRODUCTION (1988$)

Escalation Amounts, 1988 to 1992 1/
Labor
Non=~Labor
Other 2/
Total

TOTAL PRODUCTION (1992$)

1/ Including Cost Containment.
2/ Cost Containment only.

S P i:!'$691; 173

10l 1247906

<5797 451

2i0136, 289
v 11027308
2,727

1 $469,892

24,850

29,076
(577)

$53,349

$523, 241
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- SOUTHERN . CALTIFORNIA® EDISON :COMPANY
0 Test Year 19952

© STEAM PRODUCTION EXPENSE

(Thousands Of 1988 -Dollars Unless:Otherwise  Indicated)

Account

N ‘:""_NQ.

Description: . -

Operation

Supervision:and: Bngineering o
Fuel Related Expenses. o
Steam Expenses S e
Electric Expenses ... .ol

Misc. Steam: Power. EJCPQ’DSQS’ T

Rents

Total Operation

Maintenance

Supervision-and.: Engineerxng
Structures B3
Boilexr Plant:: --io=T gl
Electric Plant e T
Miscellaneous SteamuPlantw

Total Maintenance - =rc~omicn

TOTAL STEAM PRODUCTION; (1988$) . .7
21/,

-Escalation Amounts,-1988 to’ 1992
Labor 2
Non~Labor
Othexr 2/

Total

TOTAL STEAM :PRODUCTION: (1992%).

o
[P PR

T
b ey i
P

) ;&Adopted

1.768,443

22,748
T.5X9,971
1,155,276
v IZ2,529
2Lt 206

. $69,173

5.nX9, 226
» .G h, 569
&.060,355
o, 134,635
5. 514, 504

$136,289
e szos 462

8,510

15,012
(232)

$23,290

$228,752

2 1/ -Including:Cost ‘Containment. | 7 °

p oy
. .

27 cOst COntainment‘only..zuf

l"‘

A
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© 7 SOUTHERN CALIFORNIA. EDISON. COMPANY
. . Test Year 1992

‘ NUCLEAR PRODUCTION EXPENSE
. (Thousands Of 1988 Dollars Unless. Otherwise Indicated)

Description” :

Operatzon

Coolants and Water
Steam Expenses
Electric Expenses -
Misc. Nuclear Power: Expenses
Rents

e
Je

Total Operation

Maintenance

Supervisionvand. Eng:neer;ng«
Structures ¥
Reactor Plant Equipment~vuv“
Electric Plant R

Miscellaneous NucIear Plant“”' ;“'

N TR

Total Maintenance

TOTAL NUCLEARYPROD."-(1988$) '

Escalation Amounts, 1983 to . 1992

Labor

Non-Labor

Other 3/
Total

e ey

TOTAL ‘NUCLEAR "PROD. Z(1992$): "7 =

-2/

L T A

Adopted 1/

1.§50,631
0.078,251
Gu117,554
) “"1 627

$124,906

-025,786
C. 114,674
7. 527,673
¢ 14, 665

. 19,509

$102,308

$227,214

14,185
11,757

(345)
$25,597

$252,811

1/ Reflects 2 refueling’outages for ‘SONGS, and 2 for
Palo Verde for Test Year 1992.. Adopted average costs .
per outage (1992$) are $15,657,000 for SONGS and
$3,648,000 for Palo Verde (see Appendix D, page 31j.

2/ Including Cost Containment.

3/ Cost Containment only.
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SOUTHERN- CALIFORNIA EDISON COMPANY
© L Test Year 1992
. .. HYDROELECTRIC: PRODUCTION EXPENSE N
(Thousands Of 1988 Dollars Unless Otherwise' Indicated)

“

Account RS
.. . No. Description: ~C ~“adopted

Operation

Supervisioniand. Eng;neering e
Water for Power - ’
Hydroelectric Expenses

Electric Expense SRS
Misc. Hydro Expense Generatlon
Rents Tl elnre

Total Operation

Maintenance e et

PRI "‘-

Supervision and Engineering '
Structures . .o v _, ..‘.,.‘,",
Reserveirs, Dams and Waterways_ ;
Maintenance of Electric Plant -
Miscellaneous Hydroelectric Plant

Total Maintenance. '~/ ~l.70

TOTAL HYDRO PRODUCTION (19885) ' $19,168
Escalation Amounts, 1988 to 1992 1/
Labor 1,349
Non~Labor . ' 963
Other 2/ , 0
Total .\ /IIUTIICRT RLTD LATS

TOTAL HYDRO PRODUCTION (19928%) $21,480

1/ Including:Cost::Containment. -="I \-
2/ Cost Containment only..’n"0 ..ol &
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. SOUTHERN: CALIFORNIA  EDISON:.COMPANY

Test Year 1992

.. OTHER-POWER PRODUCTION EXPENSE
(Ihousands 0: 1988 Dollars:Unless' Otherwise: Indicated)

Account

- No.

Description:... =

Operation

Supervision- and- Bngzneering
Generation Expenses - ..

g b e wm Y
P A R )

.mmdépted

L e e S SIS W S e

Misc. Other Power. Expensesﬂ~ e

Rents

PRI

Total Operation

Maintenance

Supervision and Engineering: -
Maintenance of Structures - wowe oo
Maintenance-of: Electric Plant .~ ..
PlantTTT;””'

Misc. Other Power Gen.

oy o
[ .

Total Mamntenance

TOTAL OTHER PRODUCTION.:(1988%) :. v’

Escalatlon Amounts, 1988 to 1992

Labor - NOERCT YL
Non—Labor :
+ - Other 2/ .
Total

o i
TOTAL OTHER PRODUCTION (1992$ym

o -v$4 463

1,201

856
D.009,927
7.%31,601

$18,048

o/
o 806
1,344
0
$2,150

$20,198

1/ Including:-Cost Containment. 2. ..
2/ Cost Containment-only..c~:7 ziol
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+ 'SOUTHERN .CALIFORNIA ‘EDISON::COMPANY

~ Test Year 1992

. TRANSMISSION. EXPENSE
~(Thousands. Of 1988: Dollars.Unless Otherwise Indicated)

Account

. No.

Description.

;gﬁAdopted

568.00

~.n 569.00
- 570.00
Lo 571.00
A 572 00

573 00

I

Operation n
Supervision: andrzngnneerlng
Load Dispatching ,
Station Expenses ..

PRI ey e

D T

Overhead Line Exlbemu-.s ﬁﬂwzf_

Underground..Line Expenses...
Trans. of Elect. By Others::
Misc. Transm;ssion Expenses,
Rents R AR
Total Operation

Maintenance

Structures- . - ina -
Station Equlpment
Overhead Lines

Underground Lines.:

Misc. Transmlssxon Plant She

s
-y onr

Total,Malntengncev

- '..A-".‘u"

TOTAL-TRANSMISSION (19885)
«,. .‘ ,_.v
Escalation Amounts, 1988 to
Labor
Non~-Labox. -
Othexr 2/
i ’To_tal."

-

s s

2/ Cost Containment only.

R PR e A e
'{.J.. - N

- e

PR WY

1/ Includ;ng c°st CQntalnnént.

. - .
L, . - - - - .-

' 840,485

e ,'l)
‘-“”9 956

‘ 102
91 716

s )
i B ——— -

i 529,769

(Y

\.‘g-‘\._

$70)254

1992 1/
4,872
2/ 556
(265)

" trv'\r‘r

it
b

$77, 417

v A
A\s...,‘
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SOUTHﬁRN CALIFORNIA -EDISON. COMPANY

. . Test  Year 1992
.MDISTRIBUTION”EXPENSE

(Thousandssot'léée Dollars Unless Otherwise Indicated)

Account
" No.

D g e S -

Description’

peration

Supervxsion and:> Engineering
Station Expenses ounino
Overhead Line Expenses . i

Underground Line Expenses III";i”f
Street Lighting:& Signal Sys.ﬂ s

Meter Expenses ' . .
Customer Installations
Misc. Distribution Expenses
Rents

Total Operation

Ma;ntenance

KRR

Supervxslon and Engxneering

Structures o
Station Equipment

Overhead Services AT
Undergroundfninescxg:‘x~¢_-” .
Line Transformers

Street Lighting & Signal Sys. - "

Meters
Misc. Dlstrzbutien PIant o

ity
ST

Total Malntenance

A

TOTAL DISTRIBUTION (1988$? -

Escalation Amounts, 1988 to:199
Laboxr
Non-Labor
Other 2,770
Total

TOTAL DISTRIBUTION (1992$

1/ Including Cest Containment.
2/ Cost Containment only.

_,""‘&

‘” A.....‘ ERR N

= Adopted

7%18,519
110,120
TN ,632
LTl 4,345
i 954
13,760
©10,029
”~15 802

$77,220

$160,575

i/
11,982
7,423
0
$19,404

$179,979
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. SOUTHERN. CALIFORNIA EDISON. COMPANY
... Test Year 1992
. CUSTOMER ‘ACCOUNTS- . EXPENSE..
(Thousands Of 1988 Dollars Unless” Otherw1se Indicated)

Account LULLTLA
2 ouNO. Description: -*Adopted

Y T i i W~ T Re T TR e D G G D N e W SN

901.0 Supervision $6,628
902.0 Meter Readxng Expenses/ 1¢::xGEMV*ﬁ 26,140

_—— s S e ,.‘

903.0 customer Records and COllect;bIes 73,949

L S [ ——

. 904.0 TUncellectible Accounts xu“wwrvn:;? 2.V0g,370

© 905.0 Misc. Customexr Accounts Exp-...oo0uT . 02,556

TOTAL CUSTOMER"-ACCTS. (1988%) ::~" .$117,643

SO VT

Total (Less Uncollectxbles) o

ST RIS S

Non-Labor
Other
Total

TRy
d /lvn - ot e

TOTAL CUSTOMER AGCTS..: (199:éy“~~m- " $129,178

e g
ot ———— — - - -

Total (Less Uncollectibles) $120,807

1/ Including Cost Containment
except for postages and uncollectibles in

Acct.903 and 904.
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SOUTHERN.. CALTIFORNIA EDISON."COMPANY
©7 . Test Year 1992
CUSTOMER SERVICE AND INFORMATIONAL EXPENSES
(Thousands Of 1988:Dollars:Unless Otherwise Indicated)

Account b %

Residential & Non-Residential wu:.
Conservation, Service Planning,
and Load:Management:Expenses: :.oo 1.7

Supervision ci.cuntorloe ount 1.082,641
Customer-Assistance ‘Expense .. .= . ©.129,320
Informational & Instructi Exp. 07
Mlscellaneous

TOTAL CUSTOMER SERVICES AND
INFORMATIONAL (1588%) $140,132

‘Escalation Amounts, 1988 to. 1992 ~1/
Labor b 3,805
Non-Laboxr t:fm;- v 9, 530
Other g
Total BTN 513 335

mam e we TOTAL CUSTOMER SERVICES AND
c o on o INFORMATIONAL :(19928), «iLxC il

- \

# g -
st omelarlonT NI
s n -
L" AW

---—’

PR la
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SOUTHERN CALIFORNIA EDISON COMPANY
o -.. - Test Year 1992
N ADMINISTRAIIVE & GENERAL EXPENSES
(Thousands of ‘1988 .-Dollars. Unless Otherwise Indicated)

Account SRS S ARTE
. -DesCription - . o Adopted

Operation

Administrative & Gen.~5a1ar1es Dot $116,220
Office Supplies and Expenses: SO e 28,588
Adnmin. & Gen. Transfer Credit- SIS e (28,643)
Outside Sexvices Employed RN TNt 5,734
Property Insurance v 17,053
Injurles and Damages SRR 27,137
Pensions and. Beneflts—Total et 151,611
Pensions & Benetits—ﬂealth Care o

Pensions & Benefits-Non-Health €. = -

Franchise Requirements 31,738
Regulatory Commission Expenses . . -~ - 2,655
Misc. General Expenses - Total 49,969
General Advt. Expense S

Other Misc. General Expenses

- RD&D S e

Rents T P e T 2 ’ 729

Total Operation -~ - $404,791

Maintenance

- — - — — - - o - ~

‘Maintenance .of General'Plant

- vr- _.

Total Maintenance .

TOTAL ADMIN.. & GEN. »:,(19'88‘$)~- cm e s $418,319
Total (Less Franchise Req. ) i o $386,580
Escalation Amounts,. '1988 to 1992;\ 1/,:7;”.-
Labor e i a2, 14,845
Non=-Labor I T e A i 13,657
Other oo imorn o (2,853)
Total -~ ': :. ;-‘ o - $25'- 648

i, e e

TOTAL ADMIN. & GEN- ,(19925) NPTy $443,967
Total (Less Franchise Req e “JT"'L $412,229

1/ Including Cost Conta;nment except for
Health Care, Franchise Fees, and RD&D.
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- SOUTHERN “CALIFORNIA-EDISON COMPANY

-7 2 Test Year 1992
! - EXPENSE “SUMMARY

-7-" Page 12 of 3! |

N (Thousands of 1988 ‘Dollars Unless Otherwise Indicated)

Description

TOTAL NON=ESCALATED ~~~ ™

Steam Production

Nuclear Production o
Hydroelectric~?roduct£on SR
Other Production o "
Total Production:-

Transmission LN
Distribution

Customer Accounts R
Customer Service-& - Informatfonal
o Administrative and’ General
".-Additional Productivity

o (J-r.;_._; SR

Total Non-EscaIated (1988$) o
": TOTAL ESCALAIED e

'ASteam Product;on
Nuclear Production
Hydroelectric Production
Other Production

Total Production
Transmission
Distribution

Customer Accounts
Customer Service-& Informational -
Adninistrative and General

o, e

Additional Productivity - rwiITLu”

Total Escalated (1992%)

TOTAL ESCALATION :(1588$ to 1992$) -

Steam Productlon IR '_ e ot SO ,

Nuclea;,P:pdpction_wﬂ
Bydroelectric Production ”
Other Production

Total Production
Transmission

Distribution

Customexr Accounts

Customer Service & Informational

b e
P

Adnministrative and General *~ ' +":

Additional Productivity
Total Escalation

Lo .
e N

.
A e ik e v AR A wa e A

Adopted

$205,462
) 227,224
@Cﬁglw
\18 048 ‘
$469,892
70,254
160,575
117,643
140,132

$1,376,815

$523,241

e - 77'417
e ‘ 179,979
T 129,178
el 153,467
443,967

o,

$1,507,249

228 752
- 252,811
21,480
20,198

$53,349
7,163 .
19,404
11,534
13,335
25,648
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SOUTHERN CALIFORNIA EDISON“COMPANY
' Test Year 1992
' “"LABOR'SUMMARY
(Thousands ot 1988 Dollars Unless Otherwise Indicated)

Description

LABOR NON-ESCALATED- (19885)h“ ATTE

Steam Production
Nucleax ‘Production i
Hydroelectric Production~c - uiiv 1; "
Other Production T ﬁmsmsfa';“
:..Total Production TCUDEHOTT u-?f'}: $200,882
- Transmission LRI LI 39,384
. .Distribution - TN 96,861
- ‘Customer Accounts A Ry 70,638
.. Customer Service & Inrormatlonal 2 CINLI 24,064
crAdministrative and Genexal: o Do LwiISYILINITIA 116,772

Additional Productivity Q:lvx&x;““”“

e s

» Total Non-Escalated ‘Labor -:* . .u . ruornb-rzd lore? $548 601
LABOR ESCALATED (1992$)7 70l T0 I LaTil =ofil-row

e R R R R

Steam Production e 37“306
Nuclear: Production e 3128785 g Loy
Hydroelectric Production ~c ..ol ln'
Other Production il _v
.. :Total Production 252ad3RR IaZon - $225,732
.. -Transmission : &L”;’ 44,256
- . Distribution o 2ol 108,843
. -Customer Accounts RURZO LN IO TE 79,376
.7 lCustomer Sexvice &: Inrormational el wemnraid o 27,869
-, cAdministrative and General: ST S AESA 131,617
Additional Productivity Shwvhiminewt LanmidInth

."Total Escalated Labor ., wo:.-nod o0 ovi 18207 $617,692
LABOR ESCALATION  (1988S$:to 1992$). . . T

Stean Production LR LT8O "-o::
Nuclear 'Production o 14,135u»,944
Hydroelectric Production c.ro..ox : 3"~(1
Other Production = Lg06, il
. ~“Total Production STeR < fr:cT $24,850
‘.#Transmission Al TILTT 4,872
fDistribution B Lrenlk 11,982
~Customer Accounts ST R 8,738
" Customer Service &. Intormatlonal e SvT 3,805
Administrative and General .- ’“ﬂ“ TR 4
Additional Productivity qf;v'”"" .

e e e e

. “Total lLabor Escalation . :.:
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SOUTHERN CALIFORNIA EDISONTCOMPANY
S ' Test Year 1992
NON-LABOR SUMMARY
-(Thousands of 1988 Dollaxrs Unless Otherwise Indicated)

Adopted

Description

" NON-LABOR NON-ESCALATED cleaas)

Stean Production

Nuclear :Production
Hydroelectric Production .
Other ‘Production

Total Production
Transmission
Distribution

Customer Accounts o
Customer Service &'Into:ma:;onal
Administrative and General 7
Additional Productivity

' Total Non-Escalated Non-Labor -
NON-LABOR ESCALATED (19925)7 7" ..

Steam Production L
Nuclear: B Production R
Hydroelectric Production ~« :iuus
Other Production

;- Total Production

. Transmission
Distribution
Customer Accounts B
Customer Service & Informatlonal
Administrative and General: -
Additional Productivity

.

Tl

[
IRV

t“Total Escalated Non-Labor

NON=-LABOR ESCALATION- (1988S$:t0.1992

5123 355 sl

100,920
L 51$249,574
321,942

16524 ,602

Lo

S e s Tl

a1 e e van

1437867 PRI
S 12,677 '

T Tt
- N :

:$589, 640

B
v LR e

RS eyt
$) »M.,..A‘...’\)

Steam Production
Nuclear Production s
Hydroelectric Production ~u.:-..o%7
Other Production
Total Production
Transmission
Distribution
Custonmer Accounts

7‘;1;3441

™ | e &
v jaiie KON

oo 1550227
“LLFTSTT

-y - .:.'9 63‘ :. P

‘4';41
»-\
v N4

'”‘$29 076

"67.2 556
T::~C7 423
- :u

cn a7
W
B v'-~ﬂ~‘~ir!
AT

\v.x:‘-.—’z

HCIT

Customer Service &: Informatlonal e

Administrative and General-:
Additional Productivity

v E
4o

Total Non=Labor Escalation ~o.o ..
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SOUTHERNf CALIFORNIA EDISON . COMPANY
: " Test Yeaxr 1992
s - OTHER ;SUMMARY .
(Thousands of 1988 Dollars Unless Otherw1se Indicated)

».Description s Adopted
OTHER NON-ESCALA’I‘ED ( 19 88 $)

e e e -
s H v PEEAN

Steam Productxon --87, 8L -
Sl Nuelear Production LT .T L v L AY,625 iuwA LT
----Hydroelectric Production 0
"7 Other Production AT s ' J0n et

Total Production ' : $19 436

Transmission SMRaT ::;M\8$928

Distribution e i 1 i e

T Customer Accounts:; ron _oiuracT cnsuvoonl "(W<

- Customer Service & Informational - . :

- Adninistrative and General: ..~ v“'“‘“m

~-Additional Productivity

i ;I;bfal Non=-Escalated Other
OTHER ESCALATED (1992%)

e cam

,A_4

‘o Steam Production SER I 7 .57!9~ 2l
. -=--Nuclear Production 11 280

w1 Hydroelectric Production:. .. .rconm.. S0V lozeT
Othexr Production 0

--~Total- Production $18,859

»os Transmission LRSI ToNy moaxsT L85 663
Distribution . 0
Customer Accounts ' 23,003
Customer Service & Informational ‘ 52,829
Administrative and General 196,562
Additional Productivity Lo lum e ownl meu

.. Total Escalated Other

. e smuivein
OTHER ESCALATION (1988% to 1992$)

»; - Steam Production (232 EN HTDA
- Nuclear Production : -
-« Hydroelectric Production
_..Other Production
-+~ Total Production
.- .Transmission
<= :Distribution
Customer Accounts
. Customer Service & Informational-: .~ ..
Administrative and General
. - Additional Productivity

Total Other Escalation ' ($3,695)
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< SOUTHERN. CALYIFORNIA EDISON -COMPANY
L Test Yeax! 1992
TAXES. OTHER "THAN. ON INCOME
" (Thousands of::1992 Dellars)

Description e Adopted

Ad valorem Taxes

ca., Ar;z-ﬁ N:M., Nev. & D.C.

e i -
/‘4 . - f s - '_-------

L et

Total Ad Valorem Taxes i W 152:309
arE R e f::o?

Payroll Taxes

Pederal Insurance Contrlb. Act (FICA

--w~~Tota1 Payroll Taxes

M;scellaneous Taxes

Superfund Tax
Miscellaneous: Taxes

Total Miscellaneous Taxess: I w. oG

F)
S

:Total Taxes OTOI (1992%) 2100 T$2005 124
uColiindiide B Os > Sl

TZ?Federal Taxable Income L nndilaaed $956,446
(excl. Superfund gpypm

: TN e e I " E P
Wl R o BARS R w REY™ WS

Plus: e ‘

ACE Adjustment coarTuierd 318,419

Tax Preferences LElIroubowT YEnlsuv260

A L TR AT oA Rt ‘;: :\9_1-....-.~_,____

.. Alt. Min.. Taxable Income A0.SRnDeTi 17278, 125
; Superfund Exclusion e T wj h{Q“OOO)
(.. o ot Bt
f Superfund Taxable Income

0

LR

~
+ o,
-

-
PRV egty
-

vl

~

-y
i I ~ » ot 3
wh - o heh q
- - v e Sray - 3
s - o LNV b
et y
. [ A— ; .
IRV SL I T v $a¥ .
. - .
e . o e ™ e -
ST VR DR S ;

»  Superfund Tax Rate. oo

._.\ -,

Superfund Tax
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‘ SOUTHERN ~CALIFORNIA EDISON COMPANY
T v ITest Year 1992
- INCOME'TAX -ADJUSTMENTS
~(Thousands ‘o£ 1992 Dollars)

e
ot

-=~ Adopted

‘Description

- P
t

e ety
P

California Income “Tax Adj ustments - v o s e e

Tax Depreciation (liberalized)
Nuclear Fuel Amort.
Fuel 0il Transp.-Fac. -
Interest on Long-Term Debt'“"
Interest on Accumulated”ITC-
- CIAC Revenues
Non-Deductible Business Meals.
~ Ad Valorem Lien Date Adjust.
- -Removal Costs
““Right of Way Easement Amort.
‘Repair Allowance
Salvage Warehouse EXp.
ACE Linmited Insurance
Superfund Tax (ACE)

T e,

N R R N ey
B A R R L R e

‘?:}Federal Income Tax Adjustments ‘

-GTax ‘Depreciation (liberalized)
-~ Nuclear Fuel Amort.
" 'Fuel 0Oil Transp. Fac.
Interest on lLong-Term Debt

~ CIAC-Taxable Income

‘Non-Deductible Business Meals

. “Ad-Valorem Lien Date Adjust.
Removal Costs
Right of Way Easement Amort.
Repair Allowance e
Salvage Warehouse Exp.-

- +ACE-Limited Insurance

- Preferred Dividend Credit

N YA
R

o A
PSSP e e

(llberalxzed)
(liberalized)

$725,993

(liberalized) - - ..uooh (74,902)
Clzberalrzed) S
ff St T 475,750

(6,479)

(19,132)

7,606

(390)

2,252

42,837

1,565

26,685

468

(903)

LA Lowels™ o (1,528)

i

P e R

Lo il raongl, 179, 822

TR NPT
T b -

Doy d

PIY 2
S PRI A

876,147
(73,521)
(6,479)
475,750
(42,552)
(390)
2,252
25,719
1,545
17,325
468
(903)

Sooma emlnaMd w1$1 276,193
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' SOU'I’HBRN ‘CALIFORNIA:EDISON COMPANY
- Test Year 1992
TAXES,ONHINCOMEGf PRESENT RATES
, :(Thousands of 1992 Dollars)
Description Adopted

B R ] B T T e T R TSR

Caleorn;a CQrporatxon Franchlse Tax

Operating Revenue5~~w;Q+L~w~m~~ ff;l;ﬁm::-a $4,136 966

Operating Expenses... ; u? 1 509 071
Nuclear Decomm;ss;on;ng Exp-(Qual;f;ed) :i; ;,W83 883
Taxes Other Than on Income- .~ "~~~ . f"w'*ZOO 124
State Income Tax Adjustmentsu,ﬂu.wp:“ - <1 ,X79,822

California Taxable Income ... -’ - a{f-;: $1,164 067

CCFT Tax Rate S J é 7251%

.:. -—-—w-----

-

i

TOTAL CCFT LT T T kit = 5$101,566

SGA

Federal Income Tax (ED00 KOT DL macJE

. .Operating Revenues $4,136,966

Operating Expenses 1,509,071
Nuclear Decommissioning Exp. (Quallrzed) 83,883
Taxes Other Than on Income . 200,124
CCFT (1991) Il ey omeet 00 l10,452
State Income Tax (Arlz & NM) B

Federal Inconme Tax AdjustmentSE;

Federal Taxable: Income ﬁf{'L;l‘meF..aﬁ‘ $954 919

.,‘v'

FIT Tax Rate I s u._r34.00%

T

Ariz. & NM State Incoﬁediai

California Taxable Income ’535 . ij.' L $1 164 067
:;:~—~w~vArizona Tax Rate T el 71%1)lJ:6.1641%
o vy, New Mexico Tax Rate 0.0356%

Total Rate 0.1997%

Ariz. & NM Income Tax ' $2,325

Income Tax Deferred $94,100
Investment Tax Credit - Deferred i ($18,540)

Total Taxes on Inconme $504,123
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SOUTHERN CALIFORNIA EDISON. COMPANY
~Test Year 195952
- DBPRECIATION EXPENSE
(Thousands- of 1992 Dollars)

. Description

Adopted

Depreciation Expense: .’

PO

co  ISteam Production

. . Nuclear Production
Hydroelectric Production o
Other Production
Transnmission
. ~Distribution
General
Experimental Plant

e . -

Sy e EEEN
LR \ R

Subtotal
Deferred Debit

Nuclear decommlssioning o

DSM Capital Program

oy

m".- -

‘,. -

-y
Ay aeh el

‘"njnqumc
~$202,300
1o 200,200
"4’"”“11 242
.&dlﬂ,973
zns60,888

q(

‘-
P
PRl

Ly
Lovonb2,220
L LT eaND, 688
$648,266

wi2nd,369
96,325

el G

.
L S -df..n

snenwern G
”)ﬂ ey eh O
coLeQ

43

$748,003
LLTaT

N‘Total Deprecmation Expense

— . L, .
- . W ey e O - B R -
',1', PR— n b B B A S A B RN

Depreciation Expense Charged to Other Accounts

Other Depreciation (General)
Fuel 0il Transportation Facility

Total Depreciation Expense
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" "SOUTHERN CALIFORNIA EDISON' COMPANY
. U1 Test Year 1992
;m"DEPRECIATION RESERVE
(Thousands::of: 1992 Dollars)

... Description coLam sl pdopted

Depreciation Reserve - Wtd. Avg.. -
... Steam Production
7. Nuclear Production o
T»3 Hydroelectric Production ni:.iuiicx
i, Other Production ol
i in. Transmission o Bo '
T, Distribution S 2 201,783,770
., General af”ﬂﬂ 2 250,350
. Experimental Plant sen il lermamivoak o 18,929

- .Retirement Work-in-Progress _xﬁfu'“’c..fffj (46,556)
" Other Depreciable o ’

»  Other Depr. (General) ST RO Dariond Mel 9,826

w~~~-Fue1 0il Transp. Faczlztxes o o N 65,171

o l'! 7
PeSelal -

rotal Depreciation Reser{re. Wtd Avé. T ,048,2 .
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SOUTHBRN CALIFORNIAAEDISON 'COMPANY
- " Test'Year 1992

e PLANT IN. SERVICE' - EOY: .

(Thousands of 1992.Dollars)

. .Description

.Adopted

Plant in Service -~ BOY

i

Intangible
Production Plant
SR Stean
Nuclear
Hydroelectric

Tota) Production

-‘\\.;-

;a3::. ‘Transmission Plant
SRR Ddstrlbutlon Plant

vt e -

t7"Total Plant in Service :=

‘.*_:C’-\.. ?)C:A'J: 5'113
fefnBduinlstolal ot
L502elle,742

%00 l25,885,827
Tonlaoviayl570,551
wount401,616

o T

e Ln887974,736
et oL en2r5424896
PRI o ituB 452,556

sl 1y 006,587

BOY il

Plant: in. Service = Net'.Additions -

Intangible
Production Plant
z Stean
Nuclear
Hydroelectric

Total Production
20T Transmission Plant

T ﬁ‘u\ﬁblstrlbutlon Plant
2.7 General Plant

e

D40 Ti%etal Net Additions

78 320
SR L 75,825
7,682

- r,-*‘"

e oA g oy " Y
T SRR h 4 /‘

T £A?0$163,789
TR mo s inn86,163
TmolE o molrsd:355,907

St Lew154043

Plant in Service' =>EQY:I.w -~ 2liwv

B M S L A Y Vil h e e ok A CAa R TN BN MM I e PR W e e e A u

= Intangxble
Product;on Plant
Ll Stean
Nuclear
Hydroelectric
Other

W e U VAL ety i

Cen

LElLIE Total Production
e L2iTransmission Plant
?c*,a;abistribution Plant
‘a,aCCGeneral Plant

.!.da- "G ”1?5113

:‘ - r-\owf"'

e e

1ho2al85,562
“”0-#5”961 652
n;'""ﬁ~>CXJVn573r233
s+0403,079

oL anet [a$97138,525
‘n323629z059
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© . . SOUTHERN: CALIFORNIA.EDISON COMPANY
: - ~Test Year 1952
PLANT IN SERVICE ~ Weighted Average
(Thousands: of 1992 .Dollars)

.Description oo oo e s o Adopted

Plant in Service - BOY

' zIntangible B aTe D $113
Production Plant sl N,ao~¢
ey, L ISteam il 2,116,742
oL liNaeleaxr e Ly 5,885,827
Lo¢ L LT .Bydroelectric ' PR o PRt S b g 570,551
B : T 401,616
o7, sTeTotal Production moLTouneT Lozat  $8,974,736
:“Transmission Plant TNt S P BT O P 9
~Distribution Plant SIS LN moLtudiwrnbe 452,556
.General Plant e g k,_n~1 006,587

. 'Total . Plant in Sexvice :2BOY -u . ~~won =0 Jould 1$177976,888
Plant in Service - Weighted:Average:Net-Additions. <

Intang;ble

Productzon Plant
o T Stean

‘*" Nuclear

“o:.,7 Hydroelectric
Thn, 1 Other
2T, I:ITotal Production
“.Transmission Plant u“rff LJLM swyamLyT 38,084
"Distribution Plant it oo e 0176,233
. .General Plant Snut Lpmoneo 32,134

IiTotaliwWtd. Avg. Net Additions ool

Total Plant in Service - Weighted-Averagez n.. rnsit

-

-~ Intangible SRRt Aels $113
Production Plant of E AT o RIgatin i

T0l, i Steam : DI 2,1501243
124 . T Nuclear oot 5,927,318
o “Hydroelectric paliie B A 573,192
2T, I vOthex RITIReLe 402,564
LZR3.57 Total Production wLrnooows Iaoer $9,053,323
Y<Transmission Plant e PRI o SR :-gzﬂsao 580
-:PDistribution Plant DI MmN

. ‘General Plant

e oy sl —— e

v’ Total . Plant in Service : Wtd.-Avg.:l =
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" SOUTHERN- CALIFORNIA -EDISON COMPANY
- Test Year 1992
PLANT HELD-FOR FUTURE USE
"(Thousands of- 1992 Dollars)

Description Adopted

Plant Held for Future Use = BOY- . pt. -

Intangible-

Production Plant

”””‘“Steam
“Nuclear
Hydroelectric
Other

Total Production , i"‘*"$1'530
Transmission Plant _ Tl 218, 810
‘Distribution Plant SOLVDLAIONET SN L VA 120723
General-Plant L .3%.726
Total Plant Held for Future Use o $36,779

.."./ -V

PHFU - Wtd. Avg. Net Additions

Intanglble
Productlon Plant
Tor iSteanm
Nuclear
Hydroelectric

Total Production SRS S AR A1 GRS A R JQ so
Transmission Plant T s = 2 16D
Distribution Plant et el g L LNl s (Do
CGeneral Plant O 2R 250

Ty \ e

vTotaI ‘Wtd. Avg. Net Addxtxons )

54 e Y

——kd eh v ae A e

PlantHeld-for Future Use - Weighted Average.:""

~Intangible-
Productlon Plant
Steam: HEPR S SR N SRR S D S o TR oA S o |
Nuclear L ) 0
. ‘nydroelectric o e e riond b LA YD 1L 688
Other {
ﬂ-*TOtﬁlﬁProductiOn-fiﬁ PED TGN I VA JW?L;EUﬁQGCS&&SBb
Transmission Plant 18,979
Distribution Plant 12,962
General Plant

L4 - S S S e

Total PHFU: Wtd. Avg. $37,438
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SOUTHERN CALIFORNIA EDISON: COMPANY
- Test Year. 1992
© ' RATE_ BASE .
(Thousands of-, 1992 Dollars)

Description - Adopted:

- - - -—— RS, o . T —— - .,

FIXED CAPITAL - Weighted Average: ... . .o . - Loo!0

T S W Y A R S B R S D D SN D S G GWR S MR . ... ot et n e ma e it s i AN e b b S Y

-Plant in Service ‘ $18 301,925
PHFU

. Total Fixed Capital - Wtd. Avg.

ADJUSTMENTS

Déf;!i’.'red Deblts ' ol Wi
Cust. Adv. for Construction ey L wi¢~'&86¢090)

urotal-Adjustments ($16 488)

“er "..-
devpaenslo Lol

RPN

WORKING CAPITAL
CODW =

Materials & SUPPLIES - - -om oo 021037
~Working Cash ' 236,630

P e Jw.-.

- Total Working Capital o ~$L%38, 667
s * x"““J 954
o M B T B U e
~-Tot. Before Ded. for Reserves ' $18,461,542

DEDUCTIONS FOR RESERVES

wtd Avg. Deprecxatxon Reserve BTN n~(6,048 275)
~Taxes Def. — ACRS/MACRS 20 (X, 393 4277)
-Taxes Def. = Capitalized Interest . 17,368
»Taxes Def. —~ CIAC Sl giniS 2o Lova Jusidd p785
Unfunded Pension Reserve (73,496)
Total Ded. . for Reserxves .. e e 4o (87,452,895

. e o e e e e e met v o 1t b ) e by A A e e A Ak TR e 43 e T Ak A e W

BT iol,;;q T
~Wtd. Avg. Depreciated Rate Base $11,008 647

A ToR

- Plus: DSM Amort. & Capital Program - . ... wcwibved,633

‘- )")":' $11’°3‘8 28’0
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SOUTHERN CALIFORNIA BDISON COMPANY
A Test: Yeaxr 1992 - . s
DETERMINAEION OF. AVERAGE  AMOUNTS OF WORKING
CASH CAPITAL SUPPLIED BY INVESTORS
(Thousands ot 1992 Dollars)

-~ .»-‘

Operatlonal Cash Requirements
‘cash SR sen L
pec;al\Depoalts LG
v,_""‘Wbrklng Funds S VR SN
ww~~~~~Prepayment5 e
* Other Accounts Receivable: -

wu
» s --—-—-,—--—

Total ST - ~$457913

Less. Amounts Not Supplled By Investors 2
Accrued Vacatlon & Empl W;tholdlngs
Credit recd. for Capltllzed Supplies
USer Taxes '

_— e — - R R T

Total‘” : Sl TR, T $84-,:025: ..

. . s
. P [P . ™
. . 1 NN -——--—-—--

Total Operational Cash hequirement b ($387I12)

Plus: Average AmounffRequired

Average Amount of Wdrking Cash Capital ,i“5w~
Required . ‘as a Result:of Paying Expenses. @
in Advanceuof COllecting Revenues

- Average Net Amount of—Work;ng—
"Cash Capital Supplied by Investors
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SOUTHERN CALIFORNIA EDISON SOMPANY

Test Year..1992"

DEVELOPMENT oF AVERAGE:LAG-IN’PAYMENT OF EXPENSES
(Thousands,of 1992 Dollars)

Description

FUEL: - e

Fuel o;l

Gas Purchase

Coal

Nuclear Fuel-Anmt.
Nuclear’ Fuel-Other
Purchased: Power

Subtotal’
OTHER OPERATING EXP:
Company" Labor
Goods and Services

Materials From Storeroonm:

Property Insurance -
Injuries. and Damages
Pension: Expense
Franch;se Reqt.

Subtotal

Depreciation - -

TAXES-OTHER THAN INCOME: '

Ad Valorem Tax - All
FICA

Unemp. Tax -= Fed.
Unemp. Tax - Cal.

Misc. Taxes - Fed. . .. .0

Misc. Taxes - Cal.
Misc. Tocal Tax
Hazardous Waste

Subtotal
TAXBS-INCOME
Fed. Income Tax
Income Tax Deferred
Investment Tax Credit
State Income Tax - Cal.
State Income Tax=-Arxi.

Subtotal

TOTAL
Exp. Lag Days
Revenue Lag Days
Adj. to Rate Base
Rate Base Factor

New Rate Base

zipénse

o 598,143
- 129,744 -~

98,891
22,368
2,370,142

- - -

$3,271,8200 0

- 617,692
586,449

142

$1,527,496

748 003

152 809

44,755

‘;nf787ﬁu7:i
ﬁ..sso .
2 (818) .o . _

i AMURBEIEISRNO o y1 o] o (ATELN Ty 1)
MEAMRN o U ¢ { » o DU A S

320,698
94,100
0
100,543

& NM

$Sl7 642
$6,265,070
37.77
42.12
74,742

10, 963 538

$11,038,280

L. 52,699 %

R0 A
25,655, . -

817"

Avcrage

42,28 7

l 295 964

\ i 22%.142,153

e ""4“, 2’15‘, 383
AR 0
:h~J‘Q 691,021
1003209 604

—— i — —— -} '\"

. 12.000 -7

30.30

‘72.02

.39.90:"

o 2 o] o s WOREE-SUEE RN
0a00- 0

Q000 T
, 0.00-
268,51 .7

7689 D a
.. ,72...6,5, [
C Qw00 L

‘$130)554,124

o7 7,412,307
17,769,420
0

NN 0
B 0
115,716,834

0

- L e T
: LV,

R

11,004,705
735,329
60,503

312,127

[ -‘

6633
126.24
0.00

+122.53

37.77
= (C)/(A)

612,152,616

40,484,911
0

0‘
12,319,511
194,315

$52,998,737
$236,604,038




- .A.90-12-018 et al.

ALY/JTee %

CACD/scl/9

APPENDIX D

‘ﬂamﬁ;m_page 27 of 33

SOUTHERN . CALIFORNIA EDISON - COMPANY.
Test Year 1992
SUMMARI OF EARNINGS

AT PRESENT .RATES ---

Total System

.(Thousands of 1992 Dollars)

Description

Operating Revenues .

~ .. PresentRate Revenues -

Operating Expenses

Production TILL, T
Transm:ss;on :fﬁ\fﬁ
Dlstrzbutlon ;;;“

Customer Accounts
Uncollectlbles

Customer: Service & ‘Information -
Administrative & General
Franchise Requrrements

Sales Tax Increase
COmpensatzon Adjustment

Information Service Productivity. ..

Cost Conta;nment
Revenuewcredzts

Dep:ecxat;on (Excl :Nuecl. Decomm.) -..670,.368 ~.:

Nuclear Decommxssxon;ng Exp.
Taxes :Other Than on-Income
Taxes -On Income; \;;”

e e

‘Total: 0perat1ng ‘Expenses

\-ﬁ
g

;7 NetOperating:Income
DSM Incentive:

e A L am e e am e

S Total.Net ‘Operating Revenues

.

iy

.
R

rooRate Baseo o Lo

Rate o: Return

Edison DRA

Estimated Estimated.m

(ﬁhuxWVQ; m-Cb%7a~r ()

$3r§§314°°’ﬂﬁ@ﬁo%arﬁﬁﬁﬁ,$4v°2952547

Adopted.

523,241
77,417"
179,979
120,807
8,370.
153,467
412,229
31,738
1,822

541,212
81,369
. 187,531

525,524 c
felmin - oA -»8'0 ,3-69 ~
Ol "18'5"09‘96(

12460855 123,950
8,2 3:./ ey 8',3.8.0u
ey s 257, 209V~3w 136,24&«

-
S

r',.‘

e

o~

~~3»1,21,2~v e f,#bn7.76—v
1,rv9:27; ;::',",, W "‘lr92 70
SRS oY uo,~(16,458L
"w - (L322 L)
- (16 %78)

(107,712)

$1,487,150 $Xx,.322,.839 $1,401,359

651,678

96,325
200,124
504,123

650,231 ~
-97 3104 e 96,3251/
$~1202,9567 ~., 196,142

428 as.‘:'m,~ 546,439

A
SV e

)e $2r886r473[~$2p811ﬁ976 sz 853,608

$1, 075p927u¢$1 222 008 $1 175,646
-0

IVLInG OF* MQC

29k p075,927,:91,,222,008 $1,175,646

$11,198,043 $10,888,415-$11,038,280

- ('3 I‘\

11 22%

o7 -Ju Jf\.

9.61%

10.65%
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"> présent ‘Rate Revenues

T Net operating’Income .~
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.a.’,-

" Rate Base - Lio, Ui il
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SOUTHERN CALIFORNIA ‘EDISON COMPANY:
- Test Year" 1992
SUMMARY OF EARNINGS
AT PRESENT “RATES- - -CPUC Jurisdiction
(Thousands of 1992  Dollars)

DRA
Est J.mated

Edison
Estimated

operating Revenues

$3,957;387 $4 <02'81,969

Operating Expenses

539,659 524,041
8,278 ro ki °80:,08L"~

- 187,411 ”Cﬁ:135f376‘

124586705 139287
8,2312 1% 207,380V

Hre g8, 209 VI D 136,248

lorigsg, 766‘“«“ 3§64
TIPRL, AT 5 MBLLTRE”
kY 9z7o" ¥sT) ;927 -

ST N O ~(16:,-4:w)
: SVIO e ,.(11:'*193)
SEQI I (T6, TS
(105, srnw «(‘113:510)

Production R

Transmission ﬁfrxggn
Distribution - v -

Customer Accounts

Uncollectibles -

customex Service &iInrormatlon

Administratlve -& General
Franchise Requirements

Sales ‘Tax Increase
ompensatlon Adjustment .
Information Serxvice Productivity Vuoos"
Cost cOntainment

Revenue~Cred;ts

‘Subtotalm :ﬁ..:;n

u?ggg;g@s ﬁﬁ@j6¢9¢¢z9ﬂ

~"96,9867< T 96,209
"r202, 674 U195, 872
428,643°%7 1 546,039"

Depreczatzon (Excl. Nuel. Decomm.)~
Nuclear Decomm;ss;oning EXp.
Taxes ‘Other Than~0n -Income
Taxes-On Income

..'.._xn :

] e L W e e e

LuoiiviPage 28 of 33

-

Adopted

'$4,024,239

521,763
77,332
179,863
120,785
8,370
153,467
411,625
31,699

.

(107,628)
$1,484,722 $Y;3207677 $1,399,096

650,894

96,209
199,849
503,819

*Tétdi‘Oﬁéraﬁibg*tﬁpéﬁses'

DSM Incentive oof'saﬂ“r’ Yo.C

f"-'-ff-‘:sz,_asz 7568 ~$2. 808,247  $2, 349 867
$1,07478190°$1;2207722% $1,174,372

0

TotalaNetAOPerat;ngMRevenues

Rate of Return 9.61%  11.23%

T N e I
OIS B )u i -c‘

G0 ;8199081 J220 ,722T $1,174,372
$11,183,184 $10,874,2067$11,023,895
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SOUTHERN CALIFORNIA EDISON. COMPANY ..
Test Year 1992
SUMMARY OF EARNINGS.
AT ADOPTED- RATES. - Total System
(Thousands of 1992 Dollars)

L . Edison DRA
Description - v e o Estimated Estzmated ... Adopted

- - —
. WA e s e A fa e

Operating RevenﬁééiiT‘ o B (a)nﬁ'n
.Present. Rate:Revenues, - . $3,962,400. $4, 033,984 $4 029,254
Change in: Revenues -+~ 217, 202_,W,(130,113) . (11,845)

- — - - - — - . —— - - - e -
i - e s ot

_.Total.Operating.Revenues, ... .. $4,179,602, $3,903,871, $4,017,409

e S ay

0perat1ng Expenses rmennRl mEiEienl
LR vk N M‘/ . A\'

Productzon S 541,212 525,524 " 523,241
Transmission e 81,369 ... 80;169,~m 77,407
Distribution ... .- 187,531 1 185, ‘996 7. 179,979
Customer: Accounts. .. - 124,608,. O,_;23,950:": 120,807
Uncollectibles . - 8 681"“j . .8,109. 77 8,356
Customer Service. & Information . ,w,157 209, )“" 248 L 153,467
Adninistrative &rceneral 459,451 412,229
Franchise Requirements i g” RGPS ;¢-” 1 31,645
Compensation Adjustment 71,927 ;f“j;iﬂ; 1,822
Information Sexvice Productivity e e 0T (M6, 458) 0
Cost: Containment ,,nw,.P”ﬁ$;;;jﬂﬁj_jt"' X, 221)°7 o
Sales: Tax Increase omomme c1€,;778)lf§ 0
Revenue Credits-. . - (108, s99){ V¢113;599)““ (107,712)

[ES— et s e S e e om0 me s e

Subtotal - .- ... .- $1,489, 311 '$1,321,542, $1,401,252
Depreciation (Excl.: Nucl. Decomm.) . 670, 36& e 650,230, 651,678
Nucleax Decommissioning Exp. P @“;fui‘,. ‘,A,96;325*”‘ 96,325
Taxes Other Tham On Income 5,202,956 . - 196,142, 200,110
Taxes, On Income:: ;. : w;ﬂ} A90 §36 499,103

[t . — - e — - ——— e - — -
- - e e L e e T

Total Operating Expenses ﬁ,$2,98l,056 52 25& ,07.6. $2 848,467
o, 2:Net . Operating Income~ e $1,198,546 rsm,%48,395 .$1,168, 942

(W

DSM Incentive : ’ (736>5UQ‘~ o g?ﬁ o

:Total Net Operating Revenues s 93a297,760., 31,148,795, 31,168, 942
. Rate:Base T oc, it oo 11,183,974 1°'%92r7?3m§11'°38'23°
Rate of Return ~ - - 10.71%. ... 10.53% . 10.59%

, [T o A S AP 1/

‘

1/ -As. authorized in-Edison’s Cost.of. Capltal applzcatmon
(A.91~05-024) . e e

- ."\ -
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SOUTHERN CALIFORNIA EDISON COMPANY™ ' .
.Test Year 1992
SUMMARY‘ OF" BARNINGS
AT ADOPTED RATES - CPUC Jurisdiction
(Thousands of 1992 Dollars)

_ o o Edison DRA ’
.. Desecription’ = . 'l . ... Estimated ~Estimated” —: Adopted

Operating Revenues' (@)UY IR (R)TEXL Y (@)

M o Bk Ay g e el bk e WL nd e M s G s e Mt

“present” Rate’ Revenues. = $3,957, 387747 0285 96973%4, 024,239
Change' in" Revenues' ™~ 216,357“ ST 130, 494)% (12,287)

e . e v o - b v T4 e L

"fotal Operating Revenues  (ALBRR)  $4717377447"$3,8985475 ¢4, 011,952

e p T v

Operating Expenses T M RS on

- Y L LT

Product;on _f;;j 2o o 539,659 524~ 0413'1'- 521,763
Transmission .70, 81,278 =~ 80‘ 081" 77,332
Dlstribut‘lon I 187,411 s 18‘5 87634‘-« 179,863
Customer‘nccounts 124,586 ’-‘3«":“123 ‘928>~ 120,785
Uncollectibles . e B2 88 [l 209> 8,345
Customexr ‘Sexvice & Information” < T Y57 ‘209—’ s ‘136«, 248 153,467
Administrative & ‘General 458 766 /LT 386-,349~~' 411,'6?,

Franchise Requ:.rements 32,877 UDUE 30,0708 31,6
Sales Tax Increase * e, :1: 924“‘ f"“~~’1’f924“ s 1,82
COmpensatJ.on Adjustment (T LT TL  nsgRie 0 ’(16,%34)“ M ,
Information Service Productivity

Cost, ¢ cOntaznment . R (16- 72y

_Revenue Credits "~ "7~ (105,517) J'(‘llB-’,SJ;O)‘—“ (107,628)

[EURPUN

el

s $1,486,874 $1,319,375 $1,398,974

Deprecnt:.on (Excl: 7 'Nucl. Decomm.) ‘-"~‘669 ;546 "0649, 490 650,894
Nuclear Decommissioning EXp. UKL 2IGE, 986 A0 “96—, 209:% 96,209
Taxes ‘Othexr Than On ‘Income ’202 e T 195-, 8-72“ 199,834
'I'a.xes’ On “Income ™~ "< 520,68720.10490:, 28100 498,610

. e A e B

Total ‘Operating ~E'>':’§eii§es 82976, T4 T $V/TSL/I86  $2,844,521

~‘Net; ‘Operating Income- E $1,1967980 i$1,147,289 751, 167,431
B DSM _Incentive’ _" (786) =¥ it (o iAo 0

-

“motal ‘Net ‘0peratn.ng ‘Revenues  “9¥7$Y,196;194-$Y, X47, 289°7$1,167,431

" Rate Base' - o0t $11,169,096 $10,895; 518 711,023,895

Rate 'of Return - 10.71%%727 10.53%%  10.59%

1/ As authonzed in Edison’s Cost-of: Capltal applmcatxon
(A.91-05-024) - Cane
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SOUTHERN*CALIFORNIA?EDISOM“COMPANY
~ 'Test- Year: 1992
SUMMARY OF NUCLEAR O&M EXPENSE - Edison’s Share
" (Thousands of. 1992 Dollars)

Cpeseription” Adopted

TR e W A e

Unit- 2.« .Undit.3- Total
- 1. SONGS: . L ————— e wm———

7., Base . . T $55,972 $58,964 ﬁD,',:Ti,.ié $164,577
"7 Refueling st 15,657 0 ool e 31,314
.. NRC Fees . . ShL e 3,281 3,050 004 - 9,351

" Subtotal - ©N00874,880 0 .$62,0X4 , ,vu$68,348;  $205,242
No. of Refueling OQutages 1 FEATATSRIVRE PR doTes et reTts Yot 2
Average Cost/Outage TALERLLTROD Foor $15,657

Palo.Verde: 1/ .. .

: neamnLanesnd
Base, . .. . %13,042 $13,739 $11,566 $38,346
Refueling DT T3, 648 TeottT 71,8247 norr0 1,824 7,296
NRC Fees R 642 6427 0 642 1,927
Subtotal $17,332 $16,205 $14,033 $47,569

R B AR S Iy
No. of Refueling Outages 1 1/2 /2 2
Average Cost/Outage . $3,648

Scaling Index 0.233 0.233 0.233 «

Total Nuclear O&M EXpenses $252,811

1/ Palo Verde base and refueling O&M expenses are derived from SONGS
O&M multiplied by a scaling index. The scaling index is derived
from the adopted scaling factor of 1.131 and Edison’s share
of SONGS and Palo Verde (1.131%0.158/0.767).
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SOUTHERN CALIFORNIA:EDISON  COMPANY
: Test Year 1992

CPUC'JURISDICTIONAL FACTORS

ST Edison DRA. .. ...t .-
“- peseription < - - -om-w e -n-- Estimate . Estamate *;;ﬂAdppted,

— - - - .-

Operating Expenses .

Productlon 99.713% 99. 718% 99.717%
Transmission 7. U.7 ame vas 99.889% 99. 891% e 99.891%
Distribution - e u; 99.936% 99.935%[ T 99.935%
Customer Accounts: sraLe . 99.982% 99.982% .0, 99.982%
Cust. ‘Serv. & Inform. nne +07k00.000% 1002 ooo%u:” 100.000%
Administrative & General 99.851% 99.854%" 99.854%
Sales Tax Increase : 99.843%
Compensation Adjustment N ST meh Crartes e :

Cost Containment RS

Revenue Credits 99.922% 99.922% ' 99.922%

Deprecxatlon N . " 199.880%

LT r' M e
N UL e e
e

Taxes: Other Than. On Income ii:.-  99.860% 99.862%. " 99.8:% |

Taxes Oon Income— B :;¢ 99.862% 99,852% roe 99.8

. -x' . - Con
- -
Lndonden

Rate Base 99 867% 99.870% 99.870%

R, " l
) o P S VA R o
: A TR ,*—('”,‘,.“J'.ﬁ RO

Ry .
S - \'.."r{

c - LTI
0 2nsnow
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SOUTHERN CALIFORNIA EDISON COMPANY
Test Year 1992
DEVELOPMENT OF NET-TO-GROSS MULTIPLIER

Amount

Description Applied Total

Gross

Less:

Operating Revenues
Uncollectible
Subtotal

Franchise Fees
Subtotal

Arizona & New Maxico
Income Tax

Subtotal
Superfund Tax
Subtotal
$.I.T.
Subtotal
F.I.T.

Net Operating Revenues

Uncoll. & F.F. Factor
State & Fed. Tax Factor

N=T-G Multiplier

0.2080%

0.1997%

8.7251%

34.00%

(END OF APPENDIX

(B)

100.0000

100.0000

99.0043

98.8066

99.0043

98.6880

(C=A*B)
100.0000

0.2080
99.7920.

0.7877

98.8066

0.1186‘_.
98.6880
8.6382
90.0498
33.5539
56.4959
1.0101
1.6473

1.7700
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SOUTHERN CALIFORNIA EDISON COMPANY
Test Year 1992

ATTRITION REVENUE REQUIREMENT ESTIMATES

YABLE OF CONTENTS

Title

Attrition Revenue Requirement Estimates ....ciccevvcncnrvvsnsrenscosens
Sumary of Attrition Incremental Revenue RequUirements ...ceeseecrcrsnsen
Escalatfon Rates for Attrition Years ..c.cececesccrcnrscncensererrnsnsas
CPUC Jurisdictional Factors for ATTrition YEars cocesveccscnsvsccsscnnee
Attrition Incremental OIM EXDENS®B .cccucovescucnansonnsssmsnnosasrsnsns
Attrition Incremental Capital Related Reverwe Requirements:

Taxes Other Than On INCOME eceersnsrsrorrsrssssoncssssscsssansansnnnsn

TAXes ON INCOME cecuvensassencorssssvunssssssssntssnmsnmnrnrrrnssnsnnss

Depreciation EXPENsS® c.cceccscctscctscnsssvevcvrsvnnrarerrsssssensnassn

Rate BBEC ...cccnrccrornncssscssnscansnnsssusonsesssncssnnmersrrnnnsen
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et

) SWTHERN JCALIFORNIA EDISON COMPANY
. Test Year 1992

ATTRITION. REVENUE REQUIREMENT. ESTIMATES

. Ll = CPUC Jurisdiction
.+ - CThousands. of Nominal Dollars)

Description

Optratfng:lm.. A

Operot{ ng Exp-omo

Production

Transmissfon
pistridution

Customer AcCounts |
Uncollectibles T
Cust. Serv. & Inform.
Adninfatrative & Gan.~
Franchi{se Requirements
Sales Tax Increass -
Compensation Adjustment
Cost Containment
Revenue Credits

Subfotui
Depreciatfon (Excl. Nucl. Decomm.)
Nuclear -Decomm. Exp. -
Taxes Other Than On Income
Taxes On Income
Total ‘Oper.atfng Expenses

Net Operating Income
DSM Incentive

Total Net Oper. Rev.
Rate Bace

Rate of Return

LA

GRE
Adopted
1992

Incremt.
Attrition
1994

Incremt.
Aterition
1993 ... .

Attrition
1993

34,011,952

521,763
77,332
179,863

120,785

8,345
153.‘67
411,625

3 ,602

1,820

0
€107,628)

$1,398,97%
650,89

96,209
199,834

498,60

32,844,521

$1,167,431
0

o L

, SoABGSBRS .,  sssssswes
Coo gy e o

$103,863 !-l. s, &15

"1r)\(~n
\

e

" 522,250
79,601
- 185,805
124,291
8,561
156,795
419,789

sz,t.zo.-.
.m

» »

L]

il ‘U?NK
ER¥SEES

0O
coodd

i Pyt 0
o .. (107,628)'

31,423 74!

689 936
94,955
202,253
527,557

262,111
29,339
0

1,508
15,834

$24,769
39,062
(1,254

2,419
28,967

wem wessassasne

593,923 sz 038,444 308,792

9,960 $1,177,3N
0 0 0

Tees sesesspanns

$1,167,431

1,023,895,

10.59%

-

9,940
03,865

31 177,3N 314,251
$11,117,760 - 134,570
10,59%

3125,043.

14,251

Aterition
1994

34,258,858

557,250
232,145,
192,445
128,260
&,317
160,401
428,850
33,389
1,926

0

0
€107,628)

31,485,854
719,275
96,955

208,761
543,391

$1,191,622
0

31,191,622
$19,252,3529
10.59%
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SOUTMERN 'CALTFORNIA EDISON' COMPANY
Test Year 1992

SUNKARY OF ATTRITION ‘INCREMENTAL REVENUE REOUIREMENTS
- = CPUC Jurisdiction
* ¢Yhousands' of Nominal Dollars)

. Incremt. Incremt.
N Attrition. Attrition
T Deserfption - " R 1993 1994

oy oy ey ™
AN e ?

neseverne ereevnnen’

e - am e N

Operating Expenses

‘Labor ' vt PR VI ‘20‘352‘ ‘».,ﬂ")\t"?’zs(:snr e
uonl.abor L Other 19,483 120,553
SONGS Refueling (16 129) 16,685
Sales Tax Increase RN W gAY
Reverwe Credits. e o

& 4“,.- R

Sgubtotal .G R $23,735
l-'nnchfu- Fm md’-Uncoll T $239 """"5612" ¢

N et \-v-.‘ 8 N AT A ‘J‘Uu"va
m-t :xpenm el 323,974 , . 561, J4987

s L] vu
.

e T RO My | —
c.p{t.l Rel.t.d 1, St [N RN TR NG
Depreciation (Excl. Nucl. bccom.J 369 1067 P g8 1TORYY O
Nuclear Decomm, Exp. : 2 220)-« A ou o\,.m
Ad Valorem Tax- e, 2,4bls  TONNIrqLgRRT
"Income Taxes < weeehy e (3’960) ~ n\z 726) I
Rate'Base " ° T TTtC Il 14,520 20,816

p'w

Total Cap. Relatcd N R 37'9 889 8-61 564

Ry (R

r.',. Uy — [
I GRU MR DI o I $A
e P SEL Fr

v

““Total Aterition Incremental Rev. Reqt.’ "3103,863 . 3123,04%

PR N PR - JRNY LA L DS
. - TN W o ! H o A

»

Came e Tl T et I T rad
o AL AT N

R N N ool Tadk gt
1/7-Incl. Franchise Fees, Uncollectibles and Income Taxes.
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SOUTHERN: CALIFORNTA- EDISON: COMPANY .
. Test Year 1992

ESCALATION RATES: FOR* ATTRITION: YEARS " -1/
(Base Year 1992)

Doy Wl

Labor Nonlnbon : x.I\-r:-"i

Rate Index Rate o ILIhddX: P
R R 7 W

- 100,00 IR AL TR LU % 1'00'.‘00\"\,'4
3.30% 103.30 3.31%-n i 403,310
3.706 . 107.12 338X o 106,800

R T RITa ]

Sl
N T

™Y A

EE PN SN N
1/ Estfmnten from Exhibit 174. Actual ucnlntion» t‘lt.l’ St
~for Attrition Year 1993 & 1994 should be updated -

in Edfson’s Attrition filings.

e R A
RUFEERINT
AT
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SOUTHERN: CALIFORNTA, EDISON: COMPANY - -
. Test Year 1992

CCPUC JURISDICTIONAL. FACTORS FOR-ATTRLTION YEARS

h

Atzrition
Description 1903 L1994

ssssescs LYY T Y Y Y Y

Operating Expenses

Productions:. . a Vet 99.717X
Trensmigsion - .- - : 99.091%
Distribution g o SIni -, PP 935X
CUSLOMEr ACCOUMER -~ -« -+ vvsrnrmroiaeiaa s mn ,,.”,.935
Cust. Serv. & Inform. 100.000%
Adminiatrative & General . 599, 854X
Sales Tax Increase . ” AN ROTR LRy -

Compensatfon Adjustment - . .70 Sy -

Cost Contairment -

Revenue Credits 99.922%

Deprecfation 99.880%

Taxes Other Than On Income ‘ 99.862%
Taxes Ore IACOM® 1o oo trss o Loit L AT manl en g 99, 862%
State  olen i nhLors e wpat e st 90 B62%
Federal LeTmel T A Lt 99,862%

Rate Base 990.870%

1/ Test Year values from Appendix D, Page 32. Edison may
revise the CPUC jurisdictional factors in {ts attrition
1ili{ngs as authorfzed in D, 85-12-076.
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SQJTHERN CALIFORNLA  ED1SON -COMPANY
-Test Year 1992

ATTR1ITION -INCREMENTAL :O&M EXPENSES
- CPUC Jurfsdiction
CThounndn of Nomimal Dollars)

GRC Incremt, Incremt.
. Adopted CPUC Jurf. Attrition Attrition
Description : . L1992 1993 1996

e L. s . eeeeeenew sssssanas A Ssssvssams

" Operating Expenses

PROOUCTION e

Lador 225,732 3225,095 37, ‘2& Do 4!-8 603

- . Nonlabor - o L. 278,650 277,862 9,497 1,9, 03
- Othar . f e ." S 18,359 18,806- IR - 3% ,’-;"‘" v

Total v o 3523,261  8521,763 !16,65-< o 318 306

" Number of Refueling Outsges (SONGSY =~ 2

-, :Refueling Outage for SONGS ‘ ]
SvLaber - o 3,.2n 3,282 108, i
CasNonlabor L 12,366 12,331 4087 a39
Total ' ‘ $15,657 $15,613 3516 $1,0M2

Total Production Adjustment ¢3,390) 3,515
Labor 12,739 13,170
Nonlabor ($16,129) $16,685

Total

TOTAL PROODUCTION
Labor 4,038 12,119
Nonlabor ¢3,542) 22,872
Other 0 o
Total | 3496 336,991

TRAKSMISSION 99.091%
Labor 4,256 44,208
Nonlabor 26,498 26,471
Other 3,663 8,654

Total 377,617 377,332

DISTRIBUTION 99.935%
Labor 108,843 108,772
Nonlabor n, sz 0

Other 0 0
Total . 179,979 3179863

CUSTOMER ACCOUNTS 90.982X
Labor . 79,376 79,362
Nonlabor 26,798 26,79%
Other (Less Uncoll.) 14,633 14,630

Total $120,807 3120,785

CUSTOMER SERV. & INFORM. 100.000%
Labor 7,869 27,349
Nonlabor 2,769 72,769
Other 52,829 52,829

Total $153,467 353,467

s

(Incl. DSM Amort. Depr.) $12,606

ADMINISTRATIVE & GENERAL 99.854%
Labor 131,617 131,424
Nonlabor 115,788 115,619
Other (Let: FF) 164,824 164,58%

Total $412,229  $411,625

-

.bUl
80
Q8

CIncl, Mealth Care & RDLD)
Labor 11,627 11,609
Nonlabor 51,617 31,342
Other 71,613 71,508
Total 134,656  3134,459

P OB,

5 .
8 3
Jou
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" Descriptfon

Operating Expenses
. (Unactusted) ™
" Total tabor
~ Total Nonlabor
. Total Other
Total Opr. Exp.

SONCS Refueling
Labor
Nonlabor

Total-

[

“"" "APPENDIX E
. scmn:au "GALTFORNIA “EDTSON- COMPANY
“ Test Year 1992

ATTNT!ON INCREMENTAL -OM 'EXPENSES (Cont.)
" = CPUC Jurisdiction
CThousamds of Nominal Dollars)

GRC
Adopted
T2

CPUC Juri.
1992 7

616,729
588,605
259,50

617,692
589,640
259,808

31,467,140 31,666,835 83

7 page’ 6 of 10

Incremt.
Attrinon
" 1994

Incremt.
Attritfon
' 1993

LTy 7

20,352:2° 23,572
9, t.agj" b 20 553

PR n(539°y~w‘w3'515

(12,739)1" 13,170
(316, 129)“"‘ 316, ,685

TR s ma g
(RARTENTES Fi e T

[T

TSR

I P

QU

S
‘,"' ok

.
e

re e s
N .q -l T e

oA
Ll .ﬂ‘\_ﬁ

EIVARORHA AR ARV
Tade,!

T PO

At

.

ST

PO A/ wy

\ﬁ.-‘d -
Y E Ak

wiit G

Wl

' A e

il
Iaday

PRt R FL
Ry AR

oy w,\..,
' RLANE:
A Ay

EDV R Tulthd

eiuT

el s
M Sy

R ]
M !
Ny S
nadsl
parat

inpol




A90-12-018 ot al. ALJ/J.. venhand D Page T ot 10
CACD/scl/9 . SN TIAN
FA APPENDIX E

- SOUTHERN CALIFORNIAEDISON COMPANY
. Tent Year 1902

. 4. . ATTRITION -INCREMENTAL 'CAPITAL RELATED
.REVENUE .REQUIREMENTS = TAXES OTHER THAN ON INCOME
. wo. (Thousands. of Nom{nal Dollars)

CRC Incremt. Incremt.
D o Adopted. Attrition  Attrition
.Description | . e 1992 1993 oo 1996

.u sen

TAXES OTHER THAN ON INCOME omat ey ipar
2/ <1z/9z>ﬂ~v~<1z/93>

A M'Vllortm-Tlxn' Ly, T eIl XA T atary
Plant In Service « 317,976,888, . $680,902:' . $730,621
e Deprechﬂon Resv. . & (5 773,616) 7.0 (588 743)‘\ 657.507)

sossessnn essssenes

-+

[
syt

e ‘."u.\" e DA T I RN AP R f

th Change fn NOLD Unitnry Proptrty 12, 203 272 92,159 173,114
LRSI ANEL ST
v Assessed Value of Un{tury Property=X of Nold : LAl e

"Assensed: anue of Unitary Property RIRETATNNTOL -/ g 1l.7wu.. ,‘182.483
e Tax Rate: o SEETTILE T T049 1,97

.,u.-_.swrof :'.—;_‘.._’m'..- . '
Previous Year 1,308 525
Sero -Curront. Y“l’ R R Lt '+ I te ol 985
Lhot - R O ".‘o.-rn-‘uﬂ:)\_\--m.-.--
‘Total xncr./coecr.) in Ad Valorem. Taxes 2,423 $1,510

o teg M srand gt s
= CPUC Jurfsdiction 99.862%.\:"' 42,6197 . =n8Y, 508
Franchise Fees & Uncollectibles 0.9957%: 4 maizn @b TVl 15

Ll A "1 2 N esssesess [esnssses

_Total Incr./(becr.) {n Rev. Reqt. $2,444 $1,52%

I ""'."‘

e R TAN T PO W T
[E T 7,‘,:?' padeat e
TR '\:)'H..; Mot ¥y i
. f‘\l’f’JAowl”) iy 3*.-“‘3

Leyamt et

»

LM T MR S KE LN
Moganrd ot Ted
e
TR VT
. )
1 T N
inieT

SO e A 3 DT Uamra e LA wavh
A DA AR U st auad wred ¥
Yo oS W

Wy et
PRI TV DR [
A

{0 ,q“‘\ AR
SRESERSPANE TN

R RCUS RN ST WS 53

e 4\-
AL l‘\\,,\
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SGJTNERN CALIFORNTAEDISON COMPANY
: Test Year 1992

ATTRITION “INCREMENTAL CAPITAL RELATED
- REVENUE REQUIREMENTS. = TAXES ON' INCOME
- (Thousands of Nominal Dollars)

GRC Incremt. Incremt.
R ' S Adopted- Attrition  Attrition
-Description .-~ HRRE 1992 1998 ~OiTE

‘weedesenwews ' sasasenmee’""

TAXES ON INCOME o VR T I T
-, Stnté Tax Doproc'htion- i 22,0460 ‘318,237
CLacIner./¢0ece) iR SIT (CA,. AZ,. l M) 8.9248% HIC2,048) ra(l,360)
R Yncr.ICDccr.) fn FIT - X ViR EeEs 1IN 44D
(_1 352y (a9l

AIRAY Toa

Total xncr./(Decr.) 1n Incm Taxes
Rt RO NITACT L et el
Net-To-crou Nultfplf.r . 1.7700
Incr./¢Decr.) in Rev. Reqty’ Ticed My yterool to ¢! 3?2)"""’(1 589
TTe CPOC Jurisdfction. Factor VIONCODBEK N T NV Tuadnah
TR Total Tncr./(Decr.) i Rev. Reqt. (32,389) 77 (81,588)

-,
PR

w .
Wt

oy o LT YA R

Fodenl Ter.Deprecf-tion- ($62,959) " "."85,513,
‘Incr./(Decr.) in FIT 34: 21, 406 ¢1,874)
v AT ey A A VLoD AW et
Net-‘ro-crou mltf plier 1.7700 o ,
0 Incr./(Decr.) fn Reva Reqes ~>‘37,890“'~~“- S(3,318)
Tt CPUC Jurisdiction Factor .’ oo QOB W T I A
- -~Total Imcr./(Decr.) {n Rev. Reqt. 337,837 (33,313).

o WL T el ‘.1."4"', iy

Income Tax Deferred: €22,442) (4,438)
Net-To~Gross Multiplier
Incr./¢Decr.) in Rev. Reqt. (39,72%) (7,856)
CPUC Jurisdiction.
Total Incr./(Decr.) fn Rev. Reqt. (339,648) (37,845

Investment Tax Credit = Deferred: , 82146 57
Net=To~Gross Multiplier
tncr./(Decr.) in Rev. Reqt. . 379 10
CPUC Jurfsdiction Factor '
Total Incr./(Decr.) in Rev. Reqt. 3101

Avg. Accumd, Deferred ITC As A Reduction.

To Rate Base For CCFT Interest Ded.: (326,295)  (%$18,286)
Weighted Cost for Long Term Debt
Incr./¢becr.) in CCFT Interest 1,133 788

Incr./(Decr.) In SIT (CA, AZ, & NM) ¢101) 70y
Incr./(Decr.) in FIT 3% 26

Total Imcr./(Decr.) {n Income Taxes ({75

Net=To=Gross Multiplier
incr./(Decr.) in Rev. Reqt. (¢.73]
CPUC Jurisdiction Factor

Total Incr./(Decr.) in Rev. Reqt. ($118) (382)

Total Incr./(Decr.) in Rev. Reqt. - CPUC Jurfsdiction . (33,9605  ($12,726)
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SOJTHERN CALIFORNIAAEDISON COMPANY
vt .. Test Year 1992

~ ATTRITION: INCREMENTAL CAPITAL RELATED
REVENUE REQULIREMENTS .= DEPRECIATION EXPENSE
o v £ Thousands. of’ Nominal Dollars)

GRC Incremt. Incremt.
s RIS Adopted Attrition.  Attrition
Descrfptfon 1992 1993 rolTinA994

.DEPRECIATION: EXPENSE
~.Depreciation Expense: .~ 1.0 $39, 069 *a 2%29,3%

CPUC Jurfsdfction T, T 99.880% .~ '."\.;‘SQ,OLZ-Q‘,":'N.'.’»S?‘
"¢ Net=To~Groas Multiplier - soCmaeN L el
7 Toul Incr./(Decr. ) tr Rev. S TR uo 106+ 3:51 Ry

MY st ?
ARSIk i

Decomissfoning Expense: (1 256) 0
PR 10T, e T RS i TN SANaTS
CPUC Jurfadiction 100. 0001‘"-- (1 25&)—~-~-~~--* 0
* Net=To=Groas Multiplier . 1.7700 MuTod I aTan
Total Incr./(Decr.) in Rev. (%2, 220>

AR T IR {:"-

LIRS
Nt

R T
e

A amn Y T

366,885 351,951

R I
Sota ot gl SNl
; .- J
R PR B EIVE RN T 'L DRV Tvie
s

noALy i
PR PR
e

AT Y el

RETIRAT AV BT AR R MY
vnx n}
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SCIJTNERN' CALIFORNTAEDISON COMPANY
2t oy Test Year 1992
* ATYRITION: INCREMENTAL CAPITAL RELATED-
REVENUE. REQUIREMENTS = RATE BASE
- {Thousands. of Nominal Dollars)

Incremt. Incremt.
Attritfon  Attriction
1993 mr.v&‘ w1994

R GRC
: o Adopted

~Deseription <7 1992

e een

PLANT IN SERVICE - WTD. AVG.

« . Rate of Return.

.7, Net=To=Croks Multiplier .\~
Incr./¢Decr.) in Rev. Reqt.’

v, CPUE Jurfsdiction Factor

Total Incr./(Decr.) in Rev. Reqt.

p:lw

_ DEFERRED DEBIT ACCCIJNTS L

Rate of Return.
iy (ONn0T
... _Net=To~Cross Multiplier
Incr./(Decr.) In Rev. Reqgt.

CPUC Juri{sdiction Factor

PSS —,

Rivg i

DEPRECIATION RESERVE

Rate of Return

Net-To-Gross Multfplfer
Incr./{Decr.) {n Rev. Reqt.
CPUC Jur{sdiction Factor

Total Incr./(Decr.) {n Rev, Reqt.

DEFERRED TAXES = ACRS

Rate of Return.

Net=-To-Gross Multiplier
Incr./¢(Decr.) in Rev. Reqt.
CPUC Jurfsdiction Factor

Total Incr./{Decr.) in Rev. Reqt.

Total Incr./(Decr.) fn Rev, Reqt.

$18,301,925

10.59% oo

1.4807

99‘.870: .

Lot T

$49,602
1_0.59:: .
" yéer
99.870%

L ST18,6011 141 3766,155

Cmam o eaerrem

76,1007 11 081,136

'Vai.’fu\ R TR e

SR b B 159.3 LAY "113 515.

5 ?m-:)\ Sl el

$111,014  3118,361

ST d ergna(
13,743 1958
‘i

AP AN N T i

PERBTVLENY 2} WEIVRES TV 11

S SO T SRR PP

585 148
3504 3148

. EEEAN 4 R
T A P T

[P AFD R b A P TV

($545,992) (3568,444)

¢57,821) (60,198

(B4,459)
(324,348)

(87,932)
"(387,817)

(382,405
. (é'.R?) N

(363,924):
(6,770)

€12,747)
(312,730

(9,888)
(39,875)

Total Incr./(Decr.) In Rev. Reqt.

Total Incr./(Decr.) In Rate Baze = Wtd. Avg.

CPUC Jurisdiction

CEND OF APPENDIX E)

$14,520 $20,816

105,087
393,865

134,745
3134,570
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© % SOUTHERN ‘CALTFORNIA-EOTSON" COMPANY
~Test'Year 1992
" 'ADOPTED - MARGINAL “CAPACITY COSTS

Description” = (3/kM)

Cost per kW

sssmsmsssne
M

oComments Lo

[

- [y e e LI LI T L PR A D R L L Ll ettt d bkt

GENERATION:

549.31
33.05
6.55

Combuction Turbine (CT)- Capital Cost
General Plant Loading
working Capital

Total CT Investment:z”
interconnection Plant (IP) Capital Cost
General Plant Losding -~
Working Capital

Total IP Investment:
Arnvwial Combustion Turbine Cost ($/kwW/yr)
Annual Interconnection Plant Cost ($/KW/yr)
Anmusl Carrying Cost of Fuel Inventory ($/kN/yr)
Annual Demand-Related OZM Expense ($/kW/yr)

588.71
33.89
2.04
0.39
36.32-"
60.340
o BT
1.12
16.95
82,15
annmRne

Arnual Marginal Generation Cost (S/kW/yr): =

B

YRANSMISSION "
21.1 .55
< 14.53-
2T

Transmission Investment per kW Change in Load
General Plant Loading -  °
working Capital
Total lnavestment:
Annual Cost (3/KW/yr) 28.50‘
Annual Demand-Related Q&M Expense ($/kW/yr) .80'
Annual Marginal Tramsmission Cost ($/kW/yr)i

ey

DISTRIBUT!ON""
Distribution. Investment: per kW Change in Load " 364.86
General Plant Loading 21.95
Working Capital ' Tt 4 22
Total Investment: 391.08 " na”
Anmual Cost (S/kW/ye) - S A0.TS
Annual Demand-Related O&M Expense (S/kW/yr) @ 12:93"

53.68

et

Annual Marginal Dittripution Coat ($/kW/yrd):

%330

LMo

IR R ol
Exhibit 113, Joint:Testimomy on Marginal Costs.
CLine 1) x -General:Plant-Loading of 6.02X
CLine dreuine 2y ~xWorking Capital Factor of 1.09%
Subtotal: cum 1 mune 2'»- Lim 3
Exh, 113w o0 0 s Dl i
“CLine 5 % General. Plant  Loading of 6.02X
(Line 5 + Line 6) x Working Capital Factor of 1.09%

- subtotal (Line' 5 + Line 6 + Line 7)

10.25%
10.31%

(Line 43 x Anmual Cost: Factor of
tLine 8) x Annual Cost Factor of
Exh. 113 ey
Exh. 115, corrected-from $16.89 /7

¢Line 9+ Line 10 = Line 11+ Line 12)

Exh. 113

(Line14) x General Plant Loading of 6.02%

(Line 14 * Line 15) x Working Capital Factor of 1.09%
subtotal (Line 14 + Line 15 « Line 16)

(Line 17) x Annual Cost Factor 'of 11.01%

Exh. 113, updated to reflect odopted Transmiss{on OZM. expenses

CLine 18 + Line 19)

Exh. 113 AN

CLine 21) x General Plant Loading of 6.02%

(Line2T » Line 22) x Working Capftal Factor of 1.09%
Subtotal (Line 21 + Line 22 + Line 23)

(Line 24) x Annual Cost Factor of 10.42%

-Exh 113 updated to reflect adopted pistribution OLM expenses

ST [P

(IJM 25 + Line 26)
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CACD/ppm/8 ' gt
o, SOUTHERN ‘CALIFORNIA: EDISON- COMPANY
WOt e Test . Year 1992
<.« ADOPTED MARGINAL CUSTOMER COSTS

Line e Marginal Customer Cost [a)
No.  Cost. Component AN {$/Cuntomer/Yr)

P T L Y Y T TS Lt L g L L L L L L T v

SUMMARY:

1. Domestic 62,41
Lo o Ze oGeneral Service,~ Small - oy, ol v o Lar1R6.697 DA cimis T ang Yo et T
on e Be.ouGeneraloServicess Large o 000 922,42 pvinios srwl HiAaroes LS
2t has Agriculture and-Pumping .oy 536.28 Jerienl whand L
28 Time=of=Use. =7 Secondary~.. - AT 3217209 cncanganunt w3 1yant
6. Timeeof-Use = Primary:;: .-+ v 2% TSI - R G TR L R DTS S
oLy TeboTime=ofeUse. = Substransmission . ¢ 3,036.89 ARG TR G, L

Il e o s e e T Tl e

8. - DOMESTIC: ; ..~ . Single. . Overhead ST B v

Po o e e Underground oyt o 166049 LR
10. Maltiple o 0 L vraves B80TT, ceal pecenn.
M. ... - Domestic Average -~ . .. .. .- O R TA L <o IR P

12, 0 LSMPz-: - 0 . GS=1.  Single Phase -, o 1280 e
13. Three Phase 139.33

14. Average (S-1 127.81

15. TC-1 6499, -

16. GS=1 Group- Average 126.69

GO e Y e el e e

DTS VAT <. - G8=2 ~ : Secondary 17 1. /T S
8. . .. S o Primary 602.10 oo
% e Average GS-2 Q2RI e
20, - . TOUsGS ;' Secondary 9556k . iy
1. o o < . Primary e o O34
2. .- Average TOU=GS 940.22
3. © . - "GS~2 Group.Average .. . - . .- 9242 - -

24.  AGRICULTURE: PA-1 462.90
PA-2 Secondary 967.30 -
Primary 606.02
- Average PA=2 . o L 96621 . -
. - YOUPA - Secondary 999.72 et

.. Primary oo 6384 e
o e o Average POU=PA MB42 .-

L L L A T N

: . T L T PA=2 Group-Average ... ... 986,83... v
32. Agriculture Average S 536.28
35.  INDUSTRIAL: Tou-8 3,217.09
X% Primary 2,986.87

B%e o o <o ... Subtransmissfom.. .......3,036.890 . ... ... .. ..
fal Exhibit 113, Joint Exhibit on Marginal Costs, updated to reflect adopted

results of operations.
bl Exhibit 113 references Average GS-1 for General Service = Small value, while

this table references GS-1 Group Average, which includes TC-1.
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CACD/pp/8
© SOUTHERN' CALTFORNTA EDTSON COMPANY
CYest Year 1992

'ADOPTED' MARGINAL-ENERGY "COSTS -

.---.---.----------.---.---h.p--..---..------------.--------.-d--i----....---.p---.------.----.----.----n-.

el e D e SUMMER WINTER

I SRR TN

Line - peseription Y
No. R On-Peak Mid=Peak Off-Peak--*  Mid-Peak Off-Peak

et e e w
i apaeasgnprsrser S T T T T ET L T LT Y P AL A X Lt L L DL Ll ot f ottt ddaig

ssssscsss

e e T R e I R

1. Incremental Energy Rate (Btu/kuh) 14,199 8,784 7,159 10,516 8,437
Fuel Price csnmtu) e b S - RS 75 SRS .. 14 3.35 3.35
St St LMY e e T

PR . Ta s ¥
" e .t

Merginal FuelCost (S/kwh) 0L048" ¢ 0.029°" “ 0,026 0.035  0.028
Variable OIM"(3/kh) R ©0.003"¢ /7020037 0,003 0.005  0.005

A r 1 wt
e LN

Generstion-Level Marginal Energy Cost (S/kh)  0.051  0.032 "' 0i027 0.038  0.039

PRSIV

PR F P Y T Y Y Y PR Y T A Y P Y AR L L LY g

Exhibit 113, Joint Testimony on Marginal Costs.

Fuel price to be adopted in ECAC procoed(nqs ndopted for this GRC cycte, $3.35 per MMBtu {8 used

B e T

here ‘for {llustrative purpose only.
CLine 1 x Line 2) / 1,000,000"
Exhibit 113.° Adopted for thi’n’cnc‘cycle." o
(Line 3 + Line &)
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CACD/ppm/8 ST
« - SOUTHERN. CALLFORNIA EDISON COMPANY
. Test Year 1002
ADOPTED MARGINAL CUSTOMER COSTS FOR STREET LIGHTS

A T T Yy Y S Y Y Y Yy Y Y R Y T mesessTEEssseRsssLEY

IV MarginaL Customer Coat
Line Description for Str‘gﬂ;,..‘Li.gqtﬂ [a)

..3/Meter/Year, __ $/Lomp/Year .

[T TS YT Y YN ¥

e ST ! VEWELT e v T e an !
1. _LS=3 Primory (Series) 591.52 fm e T s
2. L$-3 Secondary (Multiple) 93.18 o=e
3. LS+t cew 3.64
4o:LS-2 Primary (Series). IR 1.‘:.:.‘,.57‘1‘4"? H I
5a...L8=2 Secondary (Multiple) mew ,;,“‘,_‘,.‘38.8_@: ek Err
6...0L1 == 3.64
7. DML=A Ll 3.64
8...0W-B . P (o sl s TN Lo f-wsf“r‘,m: T
9. DHL=C wee 0.00 (b

sessssccsssasnssttunsccncan amasssrevessen

P R A NP PRSP OO SRR
VL Sy . Corees, o0t
EARE T U TS DR T PRVLS VY - Lot

(a) Exhibit 117’ Joint Exhlbit on Marginal Street Light, Conm, updoted'
to reflect adopted results of operations. . . . T S e
(bl Cost shown as zero because this schedule 1 5 no longer oﬂered R
£0 new Customers. - K
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CACD/ppm/8
SOUTHERN CALLFORNIA EDISON COMPANY
Test Year 1992
ADOPTED MARGINAL STREET LIGNY COSTS
FOR HICH PRESSURE SODIUM VAPOR (HPSV)

.-------.---o---..--..----.-..--------.--.----.---.--..p--.-.--.;---.---o.----------.--.----.----.----u--

Marginal Streot Light Costs for HPSV (a]

[n————— L LI LT T TP AL L P L L LA L L L Ll ol Atk beddnded

Description Luminafre Size (Lumena)

PR e L T L T T T Y AN T AL DL L L Dl Sttt il

4000 5800 9500 1600 22000 27500 50000

--.-----.--..------.-----.------.u----.--.---.-----.-—-------...--------..---------

OLM COSTS:

Customer«Owned ==
-=Unmetered service, $/Lomp/Month:
other repair cost -
at Secondary
at Primary
Lamp replacoment
~=Metered service, $/Meter/Month:
Other repair coat =
at Secondary
at Primary
Lamp replacement
Edison-Owned, S/Lamp/Month:
Lamp replacement
Night Patrol & Other Repair

INVESTMENT COSTS:

Customer-Owned. ~=
==Unmetered service, $/Lamp/Month:
at Secondary 0.52 0.52 0.52 0.52 0.52 0.52
at Primary 3.26 3.26 3.26 3.26 3.26 3.26
~=petered service, 3/Meter/Month:
at Secondary 74,87 76,87 74,87 76.87  T4.87 74.87
at primary 0.00 0.00 0.00 0.00 0.00 0.00
Edi{son-Ormeed, $/Lamp/Month:
at Secondary 3.94 3.96 L.26 4.25 4.58 4.58 4.72

- e arew secssEsEssssccsEERRsARRew sEsssessccsanEswy

[al Exhibit 117, Joint Exhibit on Marginal Street Light Costs, updated to reflect adopted results of
opoerations.

CEND OF APPENDIX F)
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DERIVATION OF INCENTIVE PAYMENT FORMULA

TR TR LR N
DX AN e
PRV LY

IHCENTIVE RATE (°70)

INCPA&

0

Y
g
ot
w
)
-l
<
>
&
>
b=
o~y
-
W
~
z

i

Lo
L}

Minimum incentive rate (%)

Maximum incentive rate (%)

Bandwidth of variable rate: (%)

Zero intercept for incentive (%)

Total resource benefits ($ million) .
Utility administrative .cost ($ mllllon)

Utility incentive cost ($ million) "
Partzc;pant cost ($ mlllzon)
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Page 2

Internal variables:

MINR = MIN%/100

MAXR = MAX%/100

DEL = MAXR - MINR

PTA = 100 - 0.5 * BAND% N -
PTB = 100 + 0.5 * BAND% “
IB = (TRB - UAC - UIC - PC) = xncentlve baszs

Calculated quantities:
INCPAR ~ Incentive value at 100% of forecast sav;ngs (%)
xrr Integration constant .
K2 " Integratlon constant
K3 Integration constant
K4 Integration constant

Nomenclature: - - - ,
RATEL = Incentxve ‘rate 1n reglon i
INCi = Incentive value in region i .
SAV = Savings (% of forecast)
Region 1: 0 to PTA
Region 2 PTA to 100
Region 3: 100 to PTB
Region 4: PIB and upward

Equations for incentive rates:
RATEL = MINR. (2)
RATE2 = MINR + DEL * (SAV - PTA)/(100 - PTA). (2)
RATE3 = MAXR = DEL * (SAV_ i'.'fiIQO:)zl,_(,_l?ﬁlj!?‘,___-____}___0_9,)__;_,“_‘“‘ (3)
RATEG = MINR. . e - (4)

J— - W

Equations for incentive values, integrated from rate equations:

INC). = JRATE:., such that INCI(ZINT%X) = O. (5)

INCL = [MINR = K1 + MINR * SAV,

Sy ey -~
[

and K1 = - MINR * ZINT®. - -

R R T

NG ..J‘[m:mz + DEL * (SAV -'"p'r'A)"/(loo - IPTA)].
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INC2 = X2 + (MIN - DEL * PTA/(lOO - PTA)) * SAV
+ 0.5 * DEL/(lOO - PTA) * SAV * SAV, N
and K2 = KL + 0.5.% DEL/(IOO - PTA) * PTA * PTA.

P L
'wuk-.a L

INC3 -v[Rmmzs, such that Inca(loO) = INC2(100).
INC3 -v[iMAxn ~ DEL * (SAV - iOO)/(PTB‘- 100) ).

INC3 = K3 + (MAXR + DEL * 100/(PTB-- 100)) * SAV m\,;f
= 0.5 * DEL/(PTB)"- 100) * SAV * SAV.®

INCPAR = INC2(100), in units of .(%).
INCPAR = X2 + (MINR - DEL * PTA/(100 = PTA)) * 100
+7025 * DEL/ (%00 = PTA) "* 100 * 100,
and. x3 = INCPAR - MAXR ¥ 1oo ' ‘

ekt R L O e et e pianr 1] i raeeaip

- 0.5 * DEL/(P’I‘B - 100) * 100 * 100.,,_

JRATE‘I such that INC4 (P‘I‘B) = INC3 (PTB) .

\fﬁINR = K& + MINR * SAV, TR
andK4-2*INCPAR-KJ.-MINR*PTA-MINR*PTB.
" Incentive- ($-m11110n) m . IB: % INCi. in each of. four regions.l.

Adjust inputs. (e.g., MAX%) until incentive at SAV = 100%
. matches the target incentive value.
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+90=12+010

poonaangnnl hiu.'mh'.!" Tetatatibabyded stotetatebatelabatatydataty
v ]

BPLIANCE!|EFFT cenrIvES||i|

Tty it et

[SURDHILDER NCENTVE (§viions)]
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. 80.00 $1.10 |. $1.78

N

N

e ep e o MmAYLAORS Y| e
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(END OF APPENDIX G)
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AER

A¥UDC
Alamitos
ALBRR

ALT

APS
Axrco-Watson

BiCEP
CACD

CAL

Cal Energy
CAL-SIA
CBOs

CEC

CFBF

CFC
CLECA
Coalition
COTP
CPCN
CTAC

D.

Diabloe Canyon

DPV2
DRA
DsSM

DSM rulemaking

EAP
ECAC
Edison
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Application” [ Tl
administrative and general
Annual Energy Rate . . o
allowance for funds used during construction: - .-
Alanitos Generating ‘Station - A
authorized ‘level of base rate revenues, or margxn

- Administrative Law Judge

Arizona Public Service -Company
Watson Cogeneration Company. facility at
ARCO- Petroleum Products Company
Big Creek Expansion Project
Commission Advisory and. Compliance Division
Confirmatoxy Action Letter
California Energy- Company
California City=-County Street Light Association
East Los Angeles Community ‘Union, Maravilla
Foundation, and. Veterans. in. Community Serv;ce
California Energy Commission:
Califormia Farm Bureau Federation
chlorofluorocarbon - ' _
California large: Energy Consumers Association'

' California Energy:Coalition

California-Oregon: Transmission Project oA
Certificate of Public Convenience and Necessity

- Customer’ Technology Appl;catlons Centex

Decision
Diablo Canyon Nuclear Power. Plant
Devers~Palo Verde ‘transmission line No. 2

- Division of Ratepayer Advocates

demand side management -

R.91-08-003 and I.91-08-002

Engineering Assessment Program
Energy Cost Adjustment Clause
Southern California Edison Company
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ERS0
ERAM
ERI
FASB
FEA

FERC

GWh
HVDC
I.
IB
IER

IRS.
IU

kw

kWh

LADWP
MAAC. .
Mission Energy
MWe

MWh .

NMRC

NOI

NOx

NRC

NRDC

Oo&M

Palo Verde
PBOP

PC

PG&E

ALY /J../vdl -
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Edison Electric-Institute

Electric Power Research Institute

1990 Electricity Report.

Electric Revenue Adjustment Mechanism
Energy Reliability-Index . - -

Financial Accounting Standards Board
Federal Executive Agencies . . -
funding, evaluation,..and lmplementatlon pr;ncxples
Federal Energy Regulatory Commission
general rate-case-

glgawatt-hours it

hmgh voltage d;rect current
Investlgatlonw~3¢g

- _incentive bauls

incremental. energy- rate

Internal -Revenue-Code- -
InternaluRevenue'Service

"Industrial Userxs - o
"~ Kern River Cogeneratlon COmpany

kilowatts.: - oo n
kxlowatt-hour L.
Los Angeles Department of Water and Power

.. Major Additions Adjustment Clause

Mission Energy.Company and Mission Group. - -
megawatts electric. - .o -
megawatt-hours . -

- Nuclear Management. and Resource Council

Notice of Intent

nitrogen. oxides - L

Nuclear- Regulatory COmmlssxon

National Resources Defense, Council
operations and maintenance..

Palo Verde Nuclear Generatlon Stataonv,wwh
post-retirement. beneflt,other than pensmons
participant costs .- .o -n

N

Pacific. Gas and Electric Company
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PHFU

PSD

PU Code
PWR

QF

R.

RD&D
re-squared
ROE

SCR
SDG&E
Section 42
SoCalGas
SONGS
Ssp
Sycamore
TCF

TFP
TIL/PV
TouU

'TRB

TRC

TURN

UAC

UIcC

VEBA
WMBE

WIF

Yuma Axis
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property held for future use
Public Staff Division, predecessor to DRA
Public Utilities Code

pressurized water reactor

qualifying facility

Rulemaking

research, development, and demonstration
a statistical measure of correlation
return on ecuity

selectric catalytic reduction

San Diegoe Gas & Electric Company
Arizona Revised Statute Section 42-144.02
Southern California Gas Company

San Onofre Nuclear Generating Station
Stock Savings Plan

Sycamore Cogeneration Company

target capacity factor

total factor productivity

Texas Instruments photovoltaic
time~-of-use

total resource benefits

total resource costs

Toward Utility Rate Normalization
utility administrative costs

utility incentive costs

Voluntary Employee Benefit Association
Women and Minority Business Enterprises
water treatment facility

Yuma Axis Generation Station

(END OF APPENDIX H)




