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. ,1. ,.,~' Smnma:cy--o:(j)ecisj,on.,: ~ '.: ;'; " ':; .' .. ':.:;,:~ . .:: __ ..:._~ ::.i. :)',:':: ': ,'. -":' 

. This Fourth\ InteriUlJ. Opinion: dec,ides, Phase: f '1:::1 i:ssues::in<the 
test'year'1992 'general rate:case-,· (GRC:):of $Outhern;:Cal:ifornia:':-:, 
Edison Company (Edison). Themajor-·iss-ues.-are(test year::'revenue 
requirement; productivity; ,marginal- ·costs.; research,::';'aevelopment, 
anddemonS-tration (RD&O) 'activities;; demand-side,management,·-(OSM); 
and,.a return,~-on equity (ROE} penalty:proposed·by the'JOivis:ion of 
Ratepayer.-Advoeates(ORA);,:'.'.: .. ,,', - .~ _~'_;'I)' ;'i).: 

The principal, result -of ;:the.'- dec'ision)' is~ authorizat·ion.:; o·f 
base rate revenue requirement,wh!ch is'· identified:- in-.~Eclason:l\s·':c· 

tariffs as the. Authorized:"Level ,of:Base Rate:Revenue'c(ALBRR) .:: ':Base 
rate:'expenses ,account for roughlY;'one-'half o·f Edison/'s annual 
operations .. , The: remainder -is fuel-related, expenses; considered:' in 
Energy Cost Acljustment Clause .. (ECAC) -proceedings-:.::: Ther'ad.opted~· 
ALBRR is $4,0.12 million, which is l'~3%--;greater'-than';:Edison·rs 
presentALBRR' and 3 .. 9\ less than:: the ALBRR, requested. by'>Edison. 
The adoptedALBRR -will be used 'to set': 1992 base 'rates in .. ~--,:~: 
Application CA.) 91-05-050" Edison~s-:currentECAC --proceeding .. The 
impact .. 0£ .this'decision·wil:l,be to, increase': Edison·"s,;.>overall::'rates 
by 0.7%.,:-~':; .,.' ... ' .. :' '.: ....•.. ,:}: ... : -". 

Expense- adjustments·for'-EdisonrsCost,Containment'program 
is a factor in ,the ALBRRreduction.·::;:::The-Commission·:finds':·;that'~ 
Edison should share by SOt its 1.S%-::CO$t Containmentsav!ngs~ ':This 
adjustment is applied to controllable operations:: 'and"\maintenance 
expenses" which exclude fuel-related costsremployee:health care 

. benefits,: RO&D, OSM, and certain other ,expenses';' 'l'he('revenue::··:~·: 

impact of, the adjustment ~ is S3:71;:4million ... · : ".-~" .. '.- :.':'< 

The parties have generally 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 . 



A.90-12-01S et ala COM/P'ME/mds· , , .. , .. ,'. 
!.' 'C '.' 

This decision authorizes $56 million:'··:in_expenses.u~£or:.test 
. year RO&O' activities and'$14J.. million~ for,~ DSM':: programs. The DSM 
expenses, are double' the .. amount authorized in Edison': si test '.:year': 
19S5-, GRe" on a constant .dollar.,bAsis, .. ": :.:" ~,J" ," ,f" :~;, -.,''>'' 

Edison is. authorized. to· begin '. an interim·;program~ 0·£ :'·OSM 
shared· savings incentives.: Shareholders'wilJ:':be~paid;a;percenta9'e 
of the value of the energy"savedby eligibl;e.~.OSM programs:.: ,·If· 
Edison meets its test year energy savings" goals, .shareholders· will 
receive about. $7,' million in: incentive: payments;; .. 'Shared savings and 
other DSM. policy issues. are deferred':to'Rulemaking:·('R-.,;) -·91-08-003 
and, Investigation (I.,) 91-0S-002, . the, :DSMrulemaking. "',; 

• 

The. Commission .. declines :.to,: 'impose" on"Edison.,an<.;ROE " ...: 
penalty for failure to. provide' information regarding affiliated,;' 
qualifying facilities, CQFs). : Edison ,has' £ailed:to:meetidCommis.sion 
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'consolidatec:i 1989, ,1990',<and' .. 19$:I • 
ECAC. proceedings. Possible -disallowances ,:for . imprudent:management 
of nuclear plant refueling outages are referred to ECAC . ;"', 
.proceedings" :because'the harm:,to,:ratepayers' is. exces:s.i:ve fuel-
related costs .. ,A .penalty'for, the. imprudence" 1f.ju5t±fied,.: will be 
conSidered ,in .Edison 's;:.next~·'GRC.'. 
2.· Procedural Background< . '. ' , ~r 

" '.'.,,', 

. :" ~. ,.'lhis,-:consolidated proceedinq.;::is Edi:son'S!::.tes.t ,yea:r'.:19:9'2 
GRC., .:Edison ':5' last GRC~ :was.'for' tes.t -"year :'198g;;.:;~.: At' ,;othat ;.time':',the 
Commission anticipated, tbat.~tbe \next GRC .. 'Would :.be~:·,for·.:.,tes.t ~;year.: 

':.' ":.1, \',' 

-- ::3--



... 

... 

• 

• 

• 

A.90-12-018 et a1. ALJ/J .• /vdl'·· /< , •• .", . " " '< .' 

19'9l ; but' .. ~;: one' year" deferral:was ':qrari.tecl.:~±nDecision':·CD .;):,:~ .;';'.: .• ~ 
8'9';;08~0J.6~,1,:~ ',. , ',':: 0; -' '.:.' :'~ ',.;: ," .;. ., ''''',::: ;.),.·),.:,:)c:(;-::·:~:.~'.,..', .. · 

: ·'In,:accordance':with::the:Rate::;Case':Plan adopted,:<in"":h':~_' 

0.89-01-040,2 on August·"31, ·1990~Edtson·tendered;~its .. N6tice 0'£"':':': 

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'l:8,' 198:9··the··'Commission 
instituted" 1'.89:'12-025·, concerninq:-lengthyoutages at':Units::·l and 3 
of Palo Verde Nuclear Generating· Station (pa16Verde l·and'''~P~.l:o;v 

Verde 3), in~which Edison has an"ownership share;:' I.89·12.;.025·'was 
consolidated~ with the GRC by Administrative Law: Judqes":" (ALJs')., 

ruling dated' February 1, 1991 .. in compliance" with.:. Public, .. Utilities 
(PU) Code S 45S.5-(c)·~ On· February 21·; .. 199FtheCommiss!on opened 
and consolidated with the GRC I.91-02~079·; which: is:,: a:': procedural 
forum' to" investigate revenue:' requirement, rates,: practices, and 

other aspects of Edison ' s" operations which may lie outsid~f<the-·~·· 
,scope'-'o£::A.9'0-12-018., :.,', .......... ,. ...., .::.~ .• ,,/' .. ;:,. <-

The consolidated:'proceed'ing' has'·thus· far·· been;;'divided::; 
into' four' separate, phases:· Phase 1: on revenue': requ'irement .. ~;. ": .~:, 
marginal costs; andOSM;Phase 2'"on;"revenue a'llocationJand~··rate:· 
'design; Phase-' 3 'on the Palo:'Verde'outages;, and: an 'anticipated:, " 
Phase 4 on affiliate. transaction8'~ . .. .. '; ; I •• ,.::,~ •. :., .::. 

The first· Interim Opinion,:' D .91-03';"O'S;~;.:, reinoved;':from·.the 

'GRC the issue of the- eost';"ef£ectivenes's'~o'£ "capital 'additions to· San 
Ono·fre Nuclear Generating St'at'ion, tJnl t· l' (SONGS l')"~i for:· whi'ch:,\: 
Edison is' the-operator' and m.aJority'···owner~· The-· is'sue~~n6w:·res:ides 
in I. 89-07:;'0'04 , ; the-Biennial-· Resource Pla'nning Upd~t&~ :,. ~.; The'::: Second 

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

1 32 Cal. PUC 2d 372 (1989). 

2 30 cal. PUC 2d 576, 601 (1989) . 

~. -~ 4~ -
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Interim.Opinion, 0,.91-04-070, authorized' x:atemakinqctreatment"of 
two proposed capital projects under the Major Additions,3Adj.u.stment 
Clause (MAAC) ,in Edison'.s·:tari£fs.,::rather, than·:treatment under PO 
Code S' l005.5 as requested by ,Edison. " . 'I'he .'I'hird:,Int~rim_Opinion, 
0 •. 9l-07-051" modified· the terms.~.of: I,.89~12-025· .. to·::recognize.·:that 
Palo Verde Units 1. and 3 . have. been ,returned to se~ice. :-s'I'his . 
Fou.rth Interim,Opinion .. covers.remaininq, Phase 1. issues'. '.:.' ... : .. ~" ,': 

... ... A: prehearinq, conference: was convened; on January 11,.c1991, 
followed ;by a procedural ruling: from· .assigned .. -.ALJeS James;;Weil and 
Mark'Wetzell.. Public' participation: hearingswer~<held, irL,)six ' 
communities within Edison.'s .. service territory •. ,;,Fifty. days of· .. 
evidentiary hearings were held during· Phase .1; concurrent.; opening 
and' reply briefs. were filed, ·on July 31 and A,ugust14', .. 1991.~ .. _" 
Phase 1 was:s.ubmitted atthe;conclusion of technical upda:t~ ',', ~ 

hearings on, September 23, 1991 .•. ,.. . ... ' ,.,,', ..... ;::::;':'~:: " 
In A.90-12-018· Edison, sought" an ,increasein."its.:;,ALBRR~o'f 

approximately $440 million, including, certain .. ' amoun:ts-:.: which::had" 
:been authorized by the Commission but were not:'yet_effective::on :the 
date A.90-12-01S- was filed., ,When·.opening briefs·were-:.,filed, after 
other revenue requirement increaseg..: became. ,effectiy-e and:; after·, ' .. 
several stipulations were made by Edison,. the'. ,amount;, of the ~' .. ; 
requested, increase had· been.· reduced, to $19 L364· .. million., relative 
to estimated margin effective December 31·, .. 1991. 
3. Saltt. CUGtomeJS. And Present Rate Re'!:enues .: " " 

The estimates presented: by: both Edison· and" O,RA for test 
year S4les were developed using· econometric. mo.de-ls-tha't;: relate .. :' 

. electricity consumption to .. economic. and .. weather·· c~ndi.tions, •. · ... The 
two' .. forec:asts, differ primarily due to: assumptions, used\:for~. ,~',,~ 
(1) customer bypass, (2) energy conservation programs identified in 

; ." -
" " :, ~I:"': ,,~ .. .jJ " ... ':' " (, '. ., 

I . .~ • .:.,'1... . 
j : , ,', 

~) 
.. .. , 

<" .... \ ...... <::.' r.~) 
I', • .' :: , ,~~ -. ,. - " I 

, . .. ~ v 'i . ~. ., '" . 

• 
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A. 9 0-04-0,36 ,::, Edison' s:applieation ,in: the,,>'~"co11aborative process," 
and (3.) weather conditions-affecting:' aqricultural,::sa:les: .. :::~ ... :: h'~: 

,,',' Edison believes. that·"s.al-es~ will" dec:line" in: response·to· 
an additional 1, SO a gigawAtt-hours. ::( GWh) o,f bypass no,t captured: in 
existing trends or identif'ied· in collaborative' proces:s,:.::pro9'%'am$.:' 
ORA argues that' thos.e two factors. are, included'. in': historical:,-: :: 
trends, and~ that agricul tura:J.. sales:' ,should' be foreeast:assuminq.:' 
continuation of. the Californiadl:o'llgh.t,which had.persisted:for­
five years as of the summer of 1991..... ..., .' 

The positiOns of Edison.' and'DRA apply: only 'to Phase 1 of 
theGRC. Sales: and customers:: affeet: revenue requirement·:in--;·four 
areas: (1)' jurisdictional al-locationfactors,' (2): the- user, tax: 

element of working cash,· (3.) postage· expense', and' (4) Edison's:' 
escalation of adminis.trative and" general- (A&G.),: expeIlS$s. Both 
parties argue that recent sAles es.timates. filed in'A~91-0'5-050',' 
Edison's -eurrent ECAC proceeding',· shou'ld' be used for : revenue · ,'," , 
allocation' and rate design' in~ Phase. 2' •.. . The.· California Farm.: Bureau 
Federation (emF), the only other party'presenting sales. ;foreeast 
testimony, diSAgreed. CFBF supports Edison's GRC~'forecas:t.',: but: 
believes the adopted GRC forecasts should be applied 'in-:;.the· ECAC 
proceeding. ,CFBF also arquestha t,:,,"Edison ' s' sales.:·, forecast, which 
is' lower than~ DRA's, is more reasonable because',:, continued dry , 

conditions and the extensive freeze during the-iwinter 0,£"1'9',90:-1991 

will result'in, acreage being taken: out' of, production.-, offsetting 
increased: pumping load. - . ~,:". ' ...... ::,;, '; '-:<" , , .... . 

',The- ECAC forecast .. is.. based' on: more recent~' data;,',. bu.t:,that 
forecast is not yet on the: record in;the GRC~'.;>We.mus.t'J:ely' on.~··the 
record. 'evideneeto dete:rmine, revenue requirement lin" Phase'.!.:;..' .. ,; .: 
However, . all parties-should, be, prepared. to.· 'revis·i t sales. arid. ~~; ,'; 
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., 

. \ 
, ': ~ -::,' .' "<". '.~'. I ":..:,~v:. <P 

" " ". ..,' ~,~' ~~{ :J r: ~~ t; ~~ :~ 

• -;. 6-' -
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, ,For Phase 1, purposes we ' .. wi·ll>adopt'the·D~forecasts.,/, 
with an adjustment, for agriCU'lt'll%'al;, and>pumpinq, s'ales: to allow:-·,for 
average:, weather and stream., , flow:, condi.tions in .. ,the" tes.t year. ORA" s 

,forecasts are based on the" most·, l:'ecent".data available~,(.,and)Edison 
has . not . adequately supported' its adj.ust.ments for additional,;" ',.',' 
conservation and customer,bypass .. -" We', rej,ect',ORA's,assumption:·of 
drought: conditions for the aqricul tur~ll.' and:pumpinq.: customer", group. 
Average' weather in the, test. year'.) is more likely than'continuation 
of the drought.,,,, " -' 

. The adopted sales and, customer forecasts are shown in 
Appendix B. The, only adjustment- to, ORA's. ,forecasts:, is made':;by:' ,'.: 
settinq agricultural and ,pumpinq:.'group' sales "equa-l" to: the sam~,::, 

fraction of total sales that ,was' derived, ,by,Edison'.",- '; :~",:, ' 

• 

Only Edison' and ORA presented'testimony: on'present,rate 
revenues-. The' differences" between Edison and ORA are--:' the'. resul t of 
their different sales forecas.ts •. ', There', is ·nodispute·;over:'how:to 
ealculate present rate. revenues, ,once sales and' customerjfigures : are • 
adopted.; The adopted present rate,revenues are 'shown in: Appendix B 
to.this.decis.ion,. ","T- " I :'~:-.. ' • ."~'~'~<':" 

4 ...... Employee" Compensoticm .',: , I,; "', 
: " l : ''''1 -'/ •. ) ~:. .. " ~ 

.'; , ,In. Edison' slas.t:GRC" .DRAreeommended· .• a-: .. 9. 2%,~, reduction in 
salary levels, for administrative-,. ,professional',,' :and~ supervisory. 
employees', based. on a comparison ,of Edison, 5alarylevels: and~:, wage 
s.urveys of other ~ firms •. ,~ The-- Commission rej-ected:, DRA'.5 . proposal,/; 
because comparisons should be on a total compensation·: basis,.:( or 
adjusted., to' reflect employee-benefits), and because-,DRA"s study was 
statistieally: inadequate. :; The Commission ordered;: Edison.:.andr,ORA to 
jointly develop an employee compensation· data bas~for. use:::in,this 
GRC •. 3 , In the test· year; 199'0. GRC-. of.: Pacific Gas; and Electric .. "",,~·.::< 

"'~,J>~.," "':",: ...... :':.,1(.:. .... ,,,,,:~, 

,*' •• ;'''.~ -:, :.. I ... ',-" • ; r,) .. ":: 

3 Ordering Paragraph 26, 0.8:7-12-066; 26 Cal. PUC 2d 392', 
457 and 614 (19S7). 

_ ... ::. 7-. -
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Company' (lI'G&E}',,: ORA recommended.a .. &.;~64;%' :~reduction:'insJ;abor 
expenses ; based. . on' another :~lary .:surv:ey., ;~he ; ,Commiss:ion.,;.,again. 
rejected DRA"sad:,-ustment"c'due .. ,to weak ,.matching .of.··,job~)in~the.>:: 
survey,', failure to compare .·total, ·compens.ation .levels.,; _ and: 'laok ~:o£ 

data ranges., .. , ~':, .. :'. ',>.:':<:'... ., 

. '; - In ,this. proceed±ng ,,: ORA and: Edison.~have,:made progress in 
some areas-,' but not in,·others.,:.,The two parties.agreed;·.on,,,the! :. 

matching. of : Edison employee.and·survey.positionsand.:,on ,the:: ,';', 

appropriate adjustments of;wage:'and : salary data. for;·.compa:r:,:ability. 

However,.·the comparison still ·excludes.employee benefits .. ·.:DRA-.~, 
witness Martin Lyons testified.that.it is··more accurate,.and:v,alid 
to compare eashcompensation. separate from benefits. 4.., ... ,:~:~ '.: :'" . 

. DRA testified . that . Edison's,·wages and .salaries.-:·are 2.,S·8% 

higher than market averages, but:'ORA's study. does not'··show,:;:market 
compensation distributions. It is uncertain where·.:. the ':.2 ~ 88%."," 
average di·£ferential puts Edison in. a ranking, of corporate :,: .: 
compensation . levels ..:For example,·. is Edison" S compensation inrthe 
top 49% for comparable firms., or the top 1%? The',resultsr"o,f,·DRA's 
study-are shown in' Table 1 below;: '. , ,~ ,", .' ~ 

. ,I, ,/.!"', 

Occupational 
Category' . 

Clerical,. 
PhYSical . ,. .' ... 
Prof ,;; !Technical·, ' 
Sup - /Manager", ". 
Executive ., .. .' '. 

'.' 
" 

Total. 

4 Tr. 20:1759. 

, . TABLE 1 " , "', J • ,~;,"~. I .•• ' :'., ' 

., . 
'" I •• " , 

,',.. (" .< , 'w •. ' .: C' : ... J ~ :'" 

. Edison. '.. . Payroll" 
, Exceeds' Market· '.. , ... Weighting.!J .' 

,Net 
\':: ;::. ImpaCt' 

. •••. '.' ''';.' , _'" ..... ".~ ...••.. ~I .',. .c... .... A,. ,', '. , ... ',~," " ,'... ',.'~ r ..... '" (' _, .. , 
. -'- - ~ \..j., .• ~ I .. "'" '.i', ~~.::,;_J I' ~"-':I....~.,) ... ,"':!~/'} .. ~<J 

.: .... ,:" 
, .. , •. .',J... 

",\ ~- " ;"'. 

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



A.90-12-01S et 0.1. ALJ/J • • /vdl ~ :, .. , -' 
" ~ i 

. ',. ORA seeks . two· resu-l ts from'the:Commi"ssl.on·:::. ;,;'(=11) 'adoption 
of: market par ity as the objeeti ve Is.tandard: for :the'· reasona))leness 
of uiiJ::ity:wdgeand salary, expense ,;"and (2) 'A; •. 2:~8'% .,reduction'· in-
Edison' s1abor expense ,·amounting . to" ,about: $.l;7 ,million,::.:based' on: 
the aciopted standard. . :.~:- J~:\l"".{'·:~:' "'\ 

", :.~ Edison·opposedORAr~s. recommendation;, argu-ing: that: 
(1) 'the data base -should not be' used'to_specify,:·reasonable. , 
expenses, ·~ut·onlyto show -that·:Edj;son·'·s;·requested~:expenses; :a%e·.:not 
clearly unreasonable, and (2) . ORA's .study is.,flawed,because:.j;t . 
contains inherent errors ·of· at least. 5%,: subsuming· the ... :2.88% .. · . '" 

average wage andsalary·dif£erential.Edison'.s:rebuttal' witness 
Dennl.S Spry 'testified that compensation levels, within 5.%: of, -levels 
for compara))le· firms are "'at' market, '" .but .. his tes.timony is 
compromised· by his misunderstanding of· the' ,burden·,o·f proof·in .. the 
Commission "5· regulatory. process.. . He testified: .that Edison: .:.should 
be qranted:·all of· its.. requested expenses:unless.ORA· clearlYi.shows 
that the ,expenses are- unreasonable. We decline· .to .. sh±ft .. the:·burden 
of proof·to,·ORA:. :' .. , . .'_.:-; :;.:}.~ .. .. , .' 

Al though we continue to .. pursue' ,rigorous ""analytical. <e 

standards for employee compensation, ORA~s recommendations are not 
justified. We do not. have before. us evidence to support market 
parity as a reasonable standard fo~ ~ot~leompen~ation. ORA's wage 
and' salary study is useful, and stat'is-t'ical failings:'ha~e:)een 
resolved, but elsewhere in its testimony ORA 'uses entire'J.y' ..... . 

. -, '''' " 

different standards for both health care and non-health care: 
benefits. Even Edison's witness on: non-health care<benef±ts"':': 
belie~es that the Commission should:. review wages and':· salaries', .,~ 
t09'~ther with benefits. S We must re'ject ORA's $17 million""':"~'" 
reduction because ORA does not fairl.Y compare all o·f the elements. 
of employee compensation, and we do not know where the 2.8:8% 

5 Testimony of Alfred Cain, Tr. 16:1200. 
., 
" 
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differential and employee: beriefits·"'pl.ace"Edison:··in~.re.'lation_t9';. 
c6mpar~le' 'firms.' '" ",' ''-':'! . -, ", " ., ;,,-,-

,. 'We' 'are disturbed that we': must, again authorize'~labor .. 
expenses based on trendsand:'averaqes:.'of,historical.,expense&,;'out 
the record:: evidence forces us to do so·.' We question whether; labor 
expenses 2.88% higher than· the -market. average :-are . neces-sary,~for 
delivery'of Safe, reliable: service' at:-reasonable,x-ates, but we 
reluctantly' find-:th'at· Edison-'s' wage 'and:' salaxy levels"are: ..... . 
reasonable~ . .J ,./ ,.! 

We -Will order' Edisonand·DRA· too: continue their,.:joint: 
studies, with' more emphasis on total' ·compensation.,:.: total~ [bene-f·its 
as a·percen.tage of cash compensation,-And the distribution: {not 
only averages) of totAl·compensat.ionMlonge fi:m8.: ::: .. : __ .. :.'''' . 
5~ . Operating' Expenses. .' .:', . ,.,. _,_ 
5. 1 'e!i!c;:alation of CostB-··· ~ c· .' . . ", .... • ... , .>:: ' •. , 

As ordered in O~89-'lZ';;O'52',_6.: Ed'i80r1>.developeQ~its._,,-::· 
requested oPerating expenses'based' on' recorded· ;data:~through 1988: • 
In-A:lldiscussions in' this . chapter, 'expenses-"are .:sta.ted·::in, 198"8 

. dollars unless otherwise 'noted . 
requirements 'will later be ·determined usin9"adopted'~escalation 
rates and appropriate franchise·fees,and uncollectibles. factors. 

Edison and ORA, 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.: is", nO'. dispute 
over methods for calculating ·the·escalation'rates.,.:,:-;:~·:: 

·ourl.ng update hearings, Edison revised·: its estimates of 
escalation rates, lowerinq·,the: rate-s from· its.~;ori9'inal testimony. 
ORA' agreed to the £iqures'~ which- we· will· adopt'~, " The escalation 
'rates are shown in' Appendix. C' to this.· decis-ion~:. /-..... • ... ~ " ' c 

~-' ... J_. 
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5. 2'ControllableandOncontrollable :expenses"" ,,:'c:~.::'':: ::,;: 

We will separate operations and maintenance (O&M) ",costs 
, I. ~ .... ~ I ,'. ! t I' 1 " • 

into-controllable and -uncontrollable expenses~, "The ,distinction is 
broad and.: ,is made for accounting· .and ,forecasting purposes, ,,,not to 

" 0', ~. '. ~, ~ .. ~ • 

pass 'judgment on which O&M. items are absolutely ,controllable ,'or 
",., " .. ,.' .... " . 

uncontro.llable through utili:ty .... efforts. , .,' ,,',',:: ";,,_,,,~,/ 
Edison. testified tha:t, it hasgenerally,achieved its 

Cost Containment goals through 1990:", bu~ fi:ve_~: ~o~t:~ catego;ies"'~re 
" .1 .', '1. ","'.' ., 

exempt from that conclusion: (1) fuel-related costs, (2),_ . .oSM,. 
(3) 'RO&O, -( 4) franchise' fees, and . (SJ:: unco.ll,~c'1:ibles:,~ 7 ' 1.- ~RA" ;~uld 
omit'uncollectibles ,from-,,_this list-, and,.add pension5-,..and"benefits, 

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

incluciing health care,_, and, property .. and liabili ty insurance,. ,we 
, " '. "... ~". i , 

agree with Edison's. characterization, ,amended to. allow:, for special 
•• ',. I.h .. ~ ,.01 , • .-

treatment of employee health care costs,which."are,grow:ing..,faster 
:.' • .:~ ".i. " _ •• ,.' 

than other expense elements, and postage. ", .. ',' 
5.3 Pxodu~ivity and cost Containment 

ORA dici not o.ffer testimony on.:productivity,. ~ut,: ,_acijusted 
A&G expenses downward to ,reflect"the successes of. Edison's· Cost 

.' .1 •• , '"., ,' •• ' I 

Containment program, which is a ,five.-year"effo~ be~~ ill, ,1988 and 
aimed at increasing productivity. ,,'l'he: program go_a 1 is, "to ,limit the 
qroweh of all O&M,_expenses to inflatio,n less l.5'%0.. •. 'ORA's C~~t, 

• • ~~ ".' • f " .'J ' _' 

Containment ,adjustment factor o.f 0 .. 9435" is "the ,.ratio of 
• . ' .., ~ • '.. , "'~ • M 

(1.'025/1 .. 04), raised to the,',fourth"power to reflect fO,uJ:,,years of 
• .... 'L l "." ..... ,~ ',. ._ •. 1 .. ', _ " ~ 

savings' from 1988 to", 1992 .·According, to ORA, .this,l1c,counts, for 
~ • • .oJ .~, : ... J. I • , :_0' j ...... 

1.5% incremental productivity, ,assuming·4%,averaqe inflation .. , 
. . . . ..,'. \ ,. , . ~ " . , ./ ". ' 

Edison 'responded to . DRA~s. ,adjustment,byinunediately . '. ~ . ...~. ' .. 
backing away from its own Cost Containment.qoals,., claiming, that the 

- • .,' " _. "'_ , ~ . "i '. _; • " •. , .... ',,',. ~. ' 

real rate of' 1.S%,j,s"aqoal",.not, a.,.,pr,edictor Of"A&G expenses,.,., We 
, • • , • • ,0/ ' ...... ' ~ .......... , .,) .' L." •. \~ .. 

reject this attempt, to shrink from realistic .. goals, .. , Edison, has 
• " '.. .> ••• "., ., •• ,'." ... ."" p' " 

,'- II '-

• 
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, I ..J ' ' . ., ~,.' " ' . 

te'st".ixied.- that despite~~.obstacles:.: the: Cost,Conta:inment program; is: on 
traek.~ . i,,: ."~',~ .. : ~,".;'.,'.~:':'.",:': ... :, . ~I:I.'I':;:· '.';""«~ ~:':'.~J:>~ ;'.: ~ ;"',C·~"" .. ~>~'.:. 

'Ed-ison further opposed'expenseadj,ustmentsfor·;Cost .. >.:::., 
Containment, arquing< that:' '. (1). "ORA', wi tnesses." have treated" Cos:t :,' 
Contairunent· adj'ustments' inconsis.tently, '. ~( Z)"'adjustment::for ; Cost, .. , 
Containment:: . in advance' of-· achievements ., s.ends "aneqati ve 's..ignal:· to 
other utilities' considering such a,'program,. and.", ('3):.Cost' >~> ,,,,'~ 

Containment accomplishments ,are already . included: .in historical~. ' 
trends'~ We- agree· that the coordination'of ,DRA'sA&G adj~u;stments:, 
can be confusing, but we' will not sweep- away .:alJ.;·Cost Con.tainment 
savings for that reason. We focus instead upon the second ',o'f ,. :, 
Edison's arguments, that depriving a utility of savings from cost 
containment is a disincentive :t'o:'control costs in the long run. We 
agree, and, consis.tentwith,our,emphasis onincen:tives as a stimulus 

r • • ' ... , " ? , ' ,_', ~ 

to increase efficiency in production, we adopt a shared approach. 
Edison has gained' '1.5 tper year in c'o'stcontainments'av£ngs. We 
will allot .750% -of that savings to ratepayers. and, ;;)7'5%'1:0 

shareholders, which. arito~t~ to a re';enue",reduct.i:on of "$37 .4 million 
. • , <, ',', ,"" ,. -,,, ' 

for the test' year, asd"isplayed"in' AppendixC~ We,must::include 
forecasts of utiJ.:ity cost containment, or we wouid,'gu:arantee that 

. .., , ' - ~ .. ,: ~ .I 

early program achievements 'will always accrue to;;shareholders, not 
ratepayers. Splitting the savings<.r~tainsthe:: i~c.~nt~ves while 
balancing 'fairness ,to ratepayers who should receive annual savings 

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

from expected prud.ent management practices. ,Concerning, Cost, , 
'~ , '. ., _.. >., ' , '0

' 
'! .... 

Containment results within, trends,.. we~ill ,apply savings .. asgoals, 
" • " '}"-, • ',. ,\,' ."., "'cc- " , 

are:set --,overall, n~t account by acc~unt. '. i,,, • ,_'" .. " :;.. .. ,::; 

We agree with Edison.'s argument, .. that. historical, 
'" . -" "'. ,._' " '.' ' ... ""'. ',,' •. .'.,', ! 

productivity achievements are included, in data trends .", ~ Our., " 
• • ., "C ' .. '. ,'.' .... ' I. • _ (~ • (.,. .. \"\' .' .-'-, ,: ,t, ' 

preferred method,torealize the adjustment for ,cost control is" by I 

broad ~pplication,rather .. th~n ,accou~t by. a~co~nt~eckonin9,.·. ".' .... 
- ~ .,,'" '. " .' ,c, ,~, ! ,', ' •• " ~ ," ~" \," " ," ,', 

Determining what Cost Containment goals are achieved 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-:.Commis,sion: ,c_oulct_. review-; 
Edison's Cost Containment accomplishments for every FERC acco·unt·, 
determine the- mos.t reasonable- ,approach, and apply ,tes't.:<year 
adjustments as appropriate:. " Realistical-ly·, .. this ,is imposs;ible:._~._._. 

variability in'-function by: function· , Cost: Containment, targets ~e---
~ - , .. ', .. ' ...' 

not known. - 'therefore". £orratemaking.:·purpos.es:.,~e. must·,ass;ign one 
half of the Cost Containment,gains_to tes,t .year)"expensesi.nthe.:.~, 
same broad -way ,that productivity is-.. measured and:.Cost,Contai_nme~t 
gOAls are established. 'We-.will:adju8t ·0.11 lab:or,-nonlabor.,:.;and:, 
other expenses. for Cost Containmentachievements" .. ,acc.ord:i.ng,to,. the 
following·~table: :. _,:':':.::,~ ' __ :-:' .. ' . 

... . ... 'i:~ "." 

. , productivity-and 'COs't' COntainment -)41u:stm9nts;':; 
, . -' .' ',~ .. , Adj~s;ed in Test Xea~'" '.- _:::.' :'~'{:"'~N~~ ).d'jhk;ei -, ", ": .'. :.:~: :.-: ,-:: ' ... 

. ' ..... " ;";' :':' ~~ /1.... d •• ""', '., •• ' I .• ' .}~--:. ........ \~: "': ':.'.,:~ ,;';'(:~ •. ~_ :~):'.~ 

. ':'" Fuel-related ,costs,,- not ,in: ,GRC 
• • •. , ~ • ••• , I ,.,.. .! ,). . .•. , ... ... .. 

-~ansmi$$ion expenses " Postage, ' 
'Oi'stribution;:expense-s·~-:·7 ,;.~ 'O'neo:llectiibles . :'"~':"';:).~();.·T:';.:.: 

Production expens_es ",; 

" " - ,·CUstomer accounts'i except> ".r , Health .care .,bene,fi t,s ,- ": - ''','' 
.'. po$tage , . . " Franchise :fees'" .. "'.' ... ,,' . 
. ';A&G;'except he'alth 'care:-:': ,':"':RD&D"",'<- '. ~ .:.:_C, -:.:,'z,,;J·::. "".- :-

.. ' '. :benefits. ' ... ~"_', : .. ::",,:' '.: .. : ... ~-;¥DSM 

"We'realiie:that"'exements"!of someO&M:aceounts;·:'a:ce-':······:· 
uncontr?llt\ble or are based on'-'treiids-'that iriCl'ude::-:product:l:V'ity'/ 
but we must apply productivl.tY·adjustments: uniformlyi'nJ"order:-:t6' 
ensUre -·that· overallaccomplishments"are ·properlY;reflectecr . .in~:'c,'.~ 
Edison'S rates. This' is~fair to Edison .. because--aceount-by~aceount 
exclusions' of -prod'llctivi ty adjustmentswould""require" nigher than 
average ,. proclucti vi ty . adj ustments" for -' the' rema.ininq; accourits' .. ,~-'~,-' 
Product·ivity measurements and' Cost"Containrnent:';qoats' 'apply'~tO:call 
eontrollcibie 0&21' accounts.' :'With"some'reasonable':;'except£ons;::our-

,J, " 

• ,j c. '. './, 

• I", c " 

'!. j" • .., .... ('. '," 

'.-.- ..... 

- .l3 ,-

... . •• 

• 

• 
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prod.ucti vi ty:.and~ Cost .. Con.tainmen:t~. adj:us,:tments:wi,l;l, :app:ly to the 

sameaceounts.. ' '. .,., ,:,;' :: I" ',,~ .' '0;,,\"0:",::, :J,;:;::: ':<0,:",:: '::"",':'<:: 

." -:::We, ,find that, sharing; ,produc.tivi1:y~expense.,adj'~,~tment~,~;, 
between shareholders and ",the ,ratepayers: .to- r re.f1ec,t :Cost.,:-C~~~inment 
is reasonable and necessary. We will adopt ,reas,onable, :.~a.~ues..,:,~.or 
Cost Containment: gains •. ,,'I'he ~l,.'S%savings:attr:i:buted ,to Cost 
Containment'isMlply supported by the record •. Firstr:Edison,is 
meeting ,its , Cost ,Containment, goals, ,·inc 1 uding:., heal thec.re;r:. .4l1d ,:' 

should continue-to do so. Recorded A&G expenses.for:l,9:8.7 ,c,and',19SS· 
indicate Cost ,Containment achievements, far exceeding ~l-::S:~, ,net ,o,f 
inflation. ' Second, 1. S% savings,: for, Cost Containment ,:is .. consis.tent 
with a June- 12, 1991 statement from chief "executive .. ,officerJohn, 

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

Bryson to Edison employees, ,in· which : Bryson announced l:9~2 . expense 
increases 'of 2'.2%, excluding health ,care ... ' USin9:theaciopted19:92 , , 

escalatio~ 'factorsin"Appendix C ,.:and ',l.,s,%., for Cost, CO,n't4:inmentl',' 
Edison's::net expense increase would ;·be 2 .,O%.,.very ,.c,lose, to,B:ryson' 5 8 . . 
target.. ' ,', , ., :::,( , d, ::.,: <,' -:::<.:., ::: 

.. ", "We will adopt'1' •. 5% as a ,reasonable "level ,:;£or; ~ea~ .. C,os,t 
Containment savings and will allot • 7S~·:0£ .those 9,ains,;t.c>: J tbei""'-. 

ratepayers.,. ....., ,',">';, .:' ,'(.,:,;,;'0:, 

. : .Allotting 50to£ the statecl .. Cost ."Containment, aclj!us.tments 
to ratepayers' wi:ll,· reduce ~.Bdison' s. •. ,revenue ,;::equi:rement by.~$37: ~4 ': 

million: as ,displayed in Appendix C,.~:in:199,2 .dollars. :-~Sha~in9·:the 
Cost .Containment sav.ings:between,;-:rat~payez:s and sharehold~rs,will 
provide a solid incentive to Edison tocontinue.,:to vi90r.~us,ly, ,:" 
pursue-- cost control goals.:~This··'treatment is,.,supported.,,:DY::,the., 
~reeord,and .$37 •. 4 million :should.-,be.:passed .... ,through.,to,;ratepaye~s.. 

,"," .. ", .' 

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

. "., 
, •• 1 '. ' .. 

... ," ", 

0, .. ' ~~'."- • 

8 'I'be eomposite,;.inflation measure\~for,4'0116,~.}labor and::;2',.91%,,' 
,nonlabor ,is 3.55%,.weighted by ,labor~nonlabor ratios reques,ted"by 
Edison ~for'A&G'expenses '(Exhi.blt172·, page·'VI:';2SY> "''rhen:; ~,.:,)-,::.);;:: 
(1 + 0.0355) x (1 - 0.0150) • 1.020, a 2.0% increase • 

- ,14 -
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':Insuminary, e'we-wi-ll: estimate:e'xpen$e~' i~n':''each~ 'j,.:':.;' ::;:w:':>:':: 

controllable O&M account by assuming .75,% Cost Conta'inment>savings. 
Other::adjustments'will-·oo" made:" where: they: are' ,justi£ied by ORA, 
Federal":ExeCutiv~' ·Agencies "CFE'A) ,: 'or ''roward; Ut'ility,Rate-' ;, ""~,;,,,; 
Normal:i;zation C'rURNT. ' : ' "/' . ,;:. ','" ,:' :',~ ::,~L, ,; 

"In 'its comments ,to the'AW"s'Proposed: Decis'ion:,;:.:Edisori 
suggeSted" that the adopted~ esc'alation'rates includEfCost <-::~~" " ',' 

Containment'. The evidence>doesnot' substantiate "th4t ,claim.~ ~ The 
adoptedlat>or escalation factors,are"::based; on labor- : rates;.' :.,' ,: .. ,.', . 
negot'iated between Edison and its' unions,-' and, on· forecasts: ;'ofthe 
Consumer' Pri'ce' Index for Urban Consumers ,as: published .by,Data: 
Resources ,Inc'. ,Edison 'snonlabor -escalat'ion rateS: are',derived " 
from comPOSite· pr£ce indexes . (for' material, contract,.: ;~and7 other.:, 
eXpensesl-and an overall measure of .inflation' foX-the ',U .s'~ ,economy. 
These' factors are all measures of price<growth,., not growth 0·£·':, 

Edison's aggregate costs, and they do. notvinclude:the'ilnpaets. o,f 
", 

Cost Containment. Our allocation of 50% of the Cost Con€ainment 
achievement to the, ratepayers is thereforet"not, double"/counted as 
demonstrated by the record.: ,. , " ,,' ,; ,"~,:::l":i,' :;." 

Edison's testimony on total factor producti vity'~( TFP') , ' 
indicates a:range of,l;3t:to '1.9% for annual productivity gains 
from 1975 to' 19~2. ~'Edison':a!so'cites:;~deel';tn'ing~O&M Costs;·(:in <', 

constant dollars) per delivered kWh·,from J:98&'to., J:9:92' •. ,Edison .. 
suggests that no expense -"adjustments ,~for. :historical'-producti vity 
are warranted, and we agree. We accept Edison"s,rationale,that.-"" 
historical TFP'is already factored· l:nto:Edison"s "revenue::request 
for the' test '::year, notwithstanding ',our·observations' c:,that :,Ediso%l.,-::did 
not clearly delineate these gains in their application. We note 
that in the Commission'S recent 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,al;e 
included in the 'test year .'forecast;;We,willorder :\the:'same " 

A ,_. • " .' ~.,' "",' ~,.t'.' '~" .', "'i ,,& '. i..' " ::, l .~ ",. '"'-, /": ,-, ' ~.' .'. 

thorough showiri.9'by Edison' that we:, ordered"; two,:' years ~ a9'o~~f'or":PG&:E: 
r .' " ,. • - ••• , • ,I ' ',. './ ~ l.i ~ • I..) ,L •. ,.I ,',_ ...... ,~ ..... 

,J' ," •• '- r 
\ .... ~ ... '" .. ~ 
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• ~ .... .,,.' - .. ,J. - .... I:~ ,. ~! • 

'. ·· .. We will askPG&E·:tO:·presen~another: ,mu:ltif-aetor, ': ' .. , 
productivity analysis in ,:.its;next qeneral,rate". 
ease, and as part of the' o.'nalysis', 'that' 'PG&E' .. ",., 
demonstrate how the forec~s·tedmulti''';£actor···' 
productivity qains.,are reflected in itsntest 
year revenue requirement request. N. (0.8:9--12"-
OS7, Section III F) . ,; '. 

Consistent with our order' in that' case~ we 'will '~order'Ediso'n'to' 
conduct such' a 'I'F~ study in its rie,ct;" :general -'rdte' ease'~ C;,: ,'; 

" . Edison',s testimony on total factor produ~tiviti"c'TFPf 
indicates a 'range of 1. 3%. t~1..9 % for' annual pro'dlictivrt.y-::' ,:~-': 
gains. fr~~ _ 1976 to 1992.9 'Edison ",'1'so cites 'deci:inil'i<i o&iM:c'o'sts 
(in constant dollars) ~rdelivered 'kwh from 1986. to, 'r992':~" Ed'ison 
suggests that ,no expense- adjUst~!nts foiproduc'tiv.i:ty'are ' 

. " , . '.;, :. :~:"o: ~.~. "', 
warranted. 

In its next GRC Edison'shou'ldimprove'its 'showiri9';~n-
, " ' • . ' '. . .' " ,I 'I -" .• ' - ,. • . '. ,,",. f ~'\ .+.~ 

historical total factor productivity, to inc'ludenot only overall 
measurements of productivity, but also the influence of::hrstor.ical 
,,' '-." " (" .,! .-' > ," ,., 

• 
productivity on eXpense forecasts 'for speCific operating functions 
or accou~ts.·· The Cost' C~ntdi~ent progrMn' demons'~r';'tes' thdt Edison 
takes prOductivity seri~~sly in it~ operati6ns,~nd 't:.h:~'t·'e'oneern 

• 

should no~be 'clearly id~ntifie'd in rate~akinq fo~E;~a~t:~:' .... . 
5.4 Produeej,on Expenses " ',', " .,.' .. 

Ali' production expenses are 'subject 'to"adj'ustments for 
Cost Containment. In, this sec~ion we eonSider"~pec!f.:L~';a(j:j'ustments 
to non-nucle~r production eXpenses ~nd; 'nuclear prC?duction'e~nses 
inge~~~al'" '. , . . .. ,"', ' . -J.:,.;' 

5.4 • 1 Conventional Steam Procl~Ction ." ' .' ' '.:.' 

In its direct testimoni~' ORA. ~ecomm~Ilde(i" four eXpense 
adjustments. Edison stipulated to one,": a' redu~t:tonJ of e;q;enses by 
$1.28S'million f6£ O&M'- at: Edison ' s "C~ol water';;'Coal ~sification 

,.-'j'; .,"",',,):] .:.\."·~'.~"'.r;r·/ 

9 Exhibit 87. " ' I.) 

.. -': 1&--
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Oemonstrat:ion ,Plant .• 10 ·'l'hree.disputes ;remain.= "an: eng·ineering 
assessment'proqram,' a'prote.<:tive painting progr4m:,"~nd sale of Yuma 
Axis Generating Station, discu;sed ·els~where·i~; thi.i·~hapter. 
5.4 .) .1 tJ!qineel:inav-Assessment Prog;r:aJn· '" ,,", 

In 1990, Edison established' an· enginee'ring,' ~ssessment 
program (EAP) to ~intain or improve thermal efficiency, 
availability, and reliability of Edisoxi,s: conv:enti6n~i"oiland 'gas 
generating plants.. 'l'he need for this .. ,x:~~' progx;-am . a~ci'se: ~:c~u:g~~: the 
performa.nc~ of aging plants de'terio~~tes in time. 'Many of Edison's 
plant units are now more than 25 ·:Yearsol.d.:'l'h~d~grad~d· .:, :,.;,: 

performance is accelerated by t'hec~nvers'iciri of ,oider "plants from 
base ioad.to· i~termediate or load f.ollowing, st'at~~ .. ' 'This'in~reased 
plant cycling' is caused by more base 'load pi~nt;"~'cOmi~g~nto:the 
system, including new Edison-owned ,units and increased "QF'·'c'~p·a·city. 
Plant' cYcling degrades perfo~a~ce "due -to' inc'~eised' 'thermal 

, .', ""..' " "-'/~ ' .. ' ", .'. "'J": I,' -~, .'~( ....... stresses.. ' ".' , ,'.,."',, " .. ,i .. , ,.' 

• ,~ r ,~.'"' «', "" ",' ,'~. '. .'" { "1 .. "," 

,'l'he EAP' identifies' and plans" for' f'uturecorre'c'tive work, 
. • , .,. . , • ' ~.}" ~ ( '; .' . '_ ' .. ~: ",r "\,r . '~P" " 

not necessarily to improve plant performance, but to prevent 
• , • -" " , '. • .'. ".' , '\" ' " , " ,,' " ." ,', ~ p " •• .., ,'-

further deterioration. The test yearbudg'et for the 'EAP"'i:s ) 
. ' ,_ .," • ' ., " . !' '. ,~ '''\' "', c \ ,'" " ' .", 

$1.353 million. Edison has not quantified program'savings~' but 
believes that' future s~vings '(avOidedc'~'st~)wili ~ large::" ': " 

.' .. ~ '+.' ' •• ' ' ..... r-'"I.".... .• 

ORA does not dispute that the EAP is cost ,effective; but 
recommends a reduction in O&M. expenses,t~ ~~s~fetha~ program 

. '. " '-- .'. . "', '. (, ." .,'''" " .. ":,', . 
benefits accrue to ratepayers. In the absence of savings' 

'. '.. ~ ,~ ,'~ I' ,:. ". ' ... • ,'f .'.: ; : ... ,' ,.' ''''. I" "I .v· 

estimates, ORA would impute savings by reduction in allowable"·· 
'" ....... ',.'\ .. 

expenses equal to the cost of the. program." DRA allocated"the . 
imputed savings, to Federal Ene~9Y" R~9ui~to~ 'c~~i~sio~'~tFERC)';' 
A~counts 511,' 512, and' 513'. . .. :" " '., ". :., " . 

~ ;., . ,." ".,. . ' , " . " :-" ". r'. I? < '. '"' 

In response to. ORA, Edison argues that test ... ·year·'O&M· .. ' 
, • " ' ',' . ~ •• , " . ... 'h( ",,~ " _ ' I' ...... -, I"' ~ '"', 

expenses should not be reduced, because"program" s,avings·'wl.il· occur 

10 'l'r. 10:471 .. 

• 

• 

• 



,. 

• 

• 

• 

A.90-1Z-01S et ~l. 1\LJ/J • • /vdl,· ... "~;, 

.. beyond the test year .and a~areas;no:t; :reviewed cin~ tbeIGRC:- ".'~he.; EAP­

will not extend pl~nt life, but will,:, improY'e unit(~availabil.i:tY:,and 
'efficiency./and thus reduce:fuel-re-latecL costs. ',:As ,Edison witness 

'f' "wrence .O'_-'J. .... ·testl.· fl.· ed-.. 11: ", .' "'." . ' .' ',' ,-J.tQ, .naJu.a.. It..... ~,r'" '.',. "',;"""'."~.;J 

''''Q " " - So in assessingthecosts,~and ,bene,f·its.o,f,," ;',- , 
the engineering assessmen:t program, the. 
costs are being sought in' this'proceecf-ing ., .... ' 
but the benefits,to,the- ratepayer~··in,terms:, : , 
of improved availability and heat rate will" ., 
be handled in Ed'ison '·s:· ECAC proceeding" 
rather thanthis'one? , ~. . 

... \1 

"A. That is correct~''''' J :'.,: I" ' '~t P .. 

~',~<:, , <.. 1"":~ ,,;", ,,_ .!c j " ',.)':: \,~ 
We agree with Edison .that, .bas.e ,rate" O&M accounts are the 

wrong place to ~ssiqn rat~i)ayer 'bene£'£t~ir~m the"'E~:~':"Edis~n's 
Annual Energy Rate (AER) is now suspended, so, tes;t y~~r'''~'~e"f'its 
should, flow. to ratepayers through ,the EcAC, account ~ .. 

, However, in emphasizi'nq' reco~~ry 'of . ~e~efi ts. 'O;RA has'" 
, " 1 '" •• ".' ,,' " \/ \" ~ ~.~; , 

strayed from the more impor1:",nt, issue of, the reasonableness' of EAP 
expenses •... We do not disp~te that ag.ing.· powe~pia~ts det'~~i~ra~:e, 
but Edi~~n, has not demonstr~ted .. ,4 ~on~'urrent "need'f~~ "ine~eas~d 
funding. Plant deterioration did not "ar;z::ive suddenly in 19'90. 
Prudent managers should 'have o~~ated.a~d'maint~inedthe ~iarit' 
units in the ratepayers' best in:t~rests eontinuously,'ev~n:'pri~r to 

•• • .' • \ '" '. "1 .' '"'" '.., ,'~ ': ,.' "' .. ; '; .', •• :" 

1990. According to Edison's own testimony, Aecounts 511, 512, and 
513 show no stati~tically ,s.iqnifieant 'eXpen~e tr~~ds <£:r:om"l983 , - .,,', ., ". ,',' ," I",... , 
through 1988. Should we believe, that inereasedproductivity'",nd 

',' • • ' . f,.' •• '. ...... f.. ,. •. r ~""'" "" I , " 

other factors. have allowed Edison to increase maintaina:nee' of its 
. I •.• I 

generating. units without. increased overall production costs, or are 
ratepayers 'paying for f~ilure to adequately'mai~tai~ ~lab:i uriits, 

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

through increased fuel. expenses? If the former is true, then there 
is no .demonstrated need. for~ew prog.~ameosts~' I~':~~~, l#~~ef.i.S 

--', 
t,. ' " C :~. h: "< 

"1', • , ,', _ " IT,:, 

II 'l'r. 51:5120 • 
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. ' true, then Edison has.~ .imprudently:'~negleeted 'ratepayerinte:ces,ts, by 
alloWing· ·the' plants to..",run~ down',~ ". ' . ,;;' :- ;,;-; , .,;'o>C, , ,.,,' 

. :·weexpect' Edison; .to· 'go.' fOl:'Ward,'wi tn "the; ,EAP~,\: ,but .. within 

the conventional forecast of product'ion .. expenses.:' Extrao'rdinary 
expenses are'not neces~ry.:-We,'will' not allow: recovery o,f the 
added. Sl.3.5.3..inillion "in. rates.. ,', . 
S.4 .1. 2 Protective-Paintinq Program ' ,,.. 

Eciison requested'S13S";OOO annually throughout this GRC 
". ". '- . ., .... 

cycle for a new protective painting .. program.. Edison argues that 
increased painting requirements due to aging facilities require the 

" " 

program. The coating systems that Edison plans to use will allow a 
longer duratIon bet~een paint j'obs/ "particularly "in the coastal 
environment.' , ', ",' -- . '" ,"'" 

·Ag.ain, DRi agrees that' th'e program is'reasonable-; 'but 
recommends reducing Edison ~ s requested product'ion' expens'es~' "by ;~" 
$138,000 to assure that ratepayers receive proper credit for the 
cost s'avings generated.by ,the program."'" 

We will deny' approval of the increased progr4l'ri ':costs;' for 
v _ ._ 

the ,same reasons that ,we deny increa'sed'costsfor theE~;": We 
eXpect Edison to go forward with the new painting' program';::'but it 
has not shown a need for increased production' exPenses~ -' '"The: 
tr~nd~ for Accounts S11, 512, and 513' do not indicat'e "a 'need for 
further'expenses, and Edison has offered' no evidence.'the:t inCreased 
painting needs will arrive suddenly in 199'2 • ' 
. 5.4.2' ··B.YdX:~1~4iC lioduCtAon' ';, 

,.' 'Edison andDRAhave a small dispute over hydroelectric 
'. "~',..T , .)'l~ " ''',' "', ' ! ""'~c •• '" '~ 

O&M, relating to removal of certain "timber and land '-management " 
exPens~s' associated with "nonu tili ty: property at> Edison'" s "ShaveX' 
Lake facility_ Both"'parties agree' thatanadju5tment"is:~necess<ary. 
The dispute~ in the amount" of$S4 ,000, is 'overcalculat:t6n"o'f'the 
adjustment. Edison believes that 15% of the timber maintenance 
expense should be removed, based on a 1987 study which shows that 
SSt of supervisory time was spent on utility property .. _D~._ .. _ 

_ , • " ~'~. ~ , "I 
"M ~ , •• '.... .. ..... . 1 

. -::19··-
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be~ieves that: 89 %: . of ,the expense should ,be .,removed,.;. ;beeause: ronlY' 
11% of the .timber ,acreage is _utility:property.~· ., .. '~' (,,:: ': ... :.: .. ::' ': .... : 

Although the evidence on..bothsides:··is sparse ,.:, the. amount 
in dispute is small.. We find· that Edison's.stuayof.;.superv:isory. 
time isa· more'reliable measm:e· of~actual expenses than 'timber. 
acreage_ We . deny ORA's recommended. adjuztment.. .:. ,~:, ......... '"0. 

S. 4'';; 3' Nuclear Production~· .... , 
'. Edison' operates and ,owns :76 .:7 % 1,2 of- the:· San' Onofre,:· ". 

Nuclear Generating .station (SONGS):,. a three-unit plant; .near· San '. 
Clemente,..Californ.ia,.· San Diego- Ga~'&':.Eleetrie .:Company (,SOG&E:):.' 
owns.20%-· of each' unit. Various. municipaJ;ities, own. ,small :shares-.of 
SONGS Z 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 . ORA. disagree on reasonable methods for ·estimating~prod.uetion:, 
expenses at the two plants. Edison seeks.'approval· ofS226 .. 1 "'. 
million in expenses; ORA. recommends.·:$11 ... 3 million les~ ... :, 

., The record evidence presents. .the Commission with: two-', 
extraordinary reasons to·carefully.protect ratepayers in~adopting 
nuclear production, expenses~ First, ,no party presented·;."zero-:: 
based'" :budget testimony on 'O&M 'expenses for Palo Verde· .. >' :There 'are 
good reasons for-this, but estimation ,by comparison of O&Mneeds a't 
Palo Verde'with r.ecorded· or budgeted 'expenses at other, 'plants .. makes 
Palo Verde'expense estimates uncertain_ Second" and, .more- ala:cning, 
the evidence ;shows that .Ed.ison,is no'tmanagingits.:,SONGS·.-.units in 
ratepayers~ best interests.: -.:,.",". ".,;. ;'-. ", 

Edison witness Douglas McFarlane testified -:thatPG&E has 
an incentive to reduce refueling outage durations at its Diablo 
Canyon Nuclear Power Plant (Oiablo Canyon) as much as pOSSible, to 

• ::': :': ':' : : ,: ~ ... I~:'t \'~: .• : 

12 80% of Unit 1, and 75..0S% of Units 2 and 3, unweighted for 
investment cost or capacity. ' ., ;J .... ';' .') .:: ',: : ).~ • :::'<'.:: > _: 
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maximize,ca.paci ty' . factor,. .. :That incenti ve, ':which~::resul'ts 'in' 'dil:ect 
benefits to shareholders, 'has' worked ·to' shorten ·.-refueling outages 
at· Diablo' Canyon and....faroutweighs..' ... · any additional.costs to 
shorten refueling outages_ A similar ,,incentive' 'would work:,£or 
Edison. l3 The witness further testified that in·.planning .:. 
refueling outages,. Edison considers,·the,target capacity factor', 
incentive in its tariffs, by which shareholders.~and ratepayers. 
share the system·bene£l:tsofhigh,aehieved.capacity,factor (once a 
minimum-capacity factor is reached').., However, absent-target 
ca~city factor impacts,..: Edison does notgenerally.consider.,the" 
balancing of refueling O&M costs. agains,t replacement. power :'costs· 
when it plar..s. refueling ·outages., Edison's. budgeting. process:.',>, 
restrains the funds available to do; refuelinq.-outaqe work: .. ' ,If. more 
money were available, outage durations' could 'be ,:reo.uced:" but· ,Eo.ison 
does not compare replacement ,power· benefits,"aqainst:',re'fueling O&M 
costs .. 14 ,We suspect that this. occurs .because ,Eo.ison' S ' ",' 

shareholders would not receive the benefits. •. ' This 'causes :.u'S·great 
concern. . This concern leads us to scrutinize nuc,lear~,O&M expenses 
especially carefully, ano. 'to· order Edison to 'f',ile;; in i.t$,'cu'rrent 
ECAC reasonableness reviews, ,additional, te,stimony:on:..,: ,,, ." " 
( 1)' incremenul base rate O&M costs: ofshorteninq,-,re'fue-l,inq " , , 
outages., and· (2) incremental,'replacement power mcos~ts . associated·· . 
with extending refueling outages.; '. The testimony shou-ld<.·cover, aJ:l 
actual· refueling outages during the review, peri'Ods.,.,·:and~~it .. "should 
be served' in accordance with a scheduleordered .. by the:assi9'neo..~.ALJ 
in that proc:eeo.ing_ DRA should have the. opportunity to',·serve,· ,.' 
responsive-testimony. 

,',"", ' ..... !. , " " 

13 Tr. 12:728. 
• ,.: .. ' r 

14 Tr. 50:5007-5011. 
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',' .. ' '-: .. ' ,: 'Al-thouqh Ed.ison.:' s: .. ~itnes.swas:.the ,bear~X:,.of.,~these facts, 
we have, no, evidence, .that;.McFarlane',ywho .is ,manager, :of,) Budg,et;s.uo.nd 
Administration1.for Edison-',a .. nuclear ,or.ganization r : ha's-,:developed: or 

. , 

is 'responsible for the management, practices~~ ',/'::, .... : """.",:,'."" 
In Edison's last GRC, the Commis,sion,:ordered:cEdis,onto 

make' a compar±son study to 'establish: a:zoneo:f:,~,reasonableness for 
nuclear O&M.:expenses .l5 Edison has complied,. wi:th.this;, di.r~e:tiv:e 
ancl.:recommend.s that a zone of reasonableness "be defined as. ,the 

, " j, • , ~. 

, averaqe' annual O&M' expense for .4, ;comparison~ grout>'i plu.s,o,r ,minus., 
one' standuddeviation for the data. ·;set, ... Edison- p~esents;, da;to. for 
several comparison qroups--all:nuclear plant· units \in~the :United 
States., pressurized water reactors {PWR.s:') larger than 400." .megawa,tts 
electric (MWe),.. and, byseqreqationof the. data presented:,;.p,WRs ,', 
larger than 800 MWe. The O&M expenses can be presented:~.~·.a~nu~l 
cost· per unit.or annual cost per ,installed. MWe.F:or PWRs, the 
recommended . zone of, reasonableness can be chosen f,::om ,.the:. table;.· 
below::,,':.·, 

, •• 1 

.,TA'8LE.3' ., .', 
Compa;json Group Nuclea4 Q&X &xeen8~s 

(1988: '$) 
, / .... 

• [,I, ,.' , 

lnstalled'CaRaci-ty , .-
Annual Q&M C03ts 

Cost per unit ($ million) :'.',:0:'.,:'; 

Average,-.- .. _" , ':.")':': ,~",~, 
Standard deviation 

'COOff. '·of-variation',·- " 

.' • ~.c ,'j " 

.... ,~~.. " .,.-/.~. , 

"',' .. ·>400 MWe ,-.. - . >SOO MWe 

",$58.,9 
."',, 23~& 
.h , ,0.40, 

$6·3.7 
22.1 

,,::;,::"0:'35-

15 D.87-12-05&, Ordering Paragraph 24; 26 Cal. PUC 2d 392', 614 
(1987) • 
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,.. , ' , ~'We'will' not adopt"'aspecif'ic ·zone:·to assesS"O&M expense 
. reasonab-leness; 'but" we will'·compare'recommended;;, and, 'adopted, :~.:' )',: 

.. 'expenses< against these: value's .:. "'ORA, recommends that·: Ec:t.ison: -per£orm 
another zone of reasonablenesS:' study: in, its: next' GRC.;; .. We)(concur 
andwill'<order·such~ a study~ '.', , .. ' '··.r. :.~I:: ;'; 

.' '-Edison' recommends, that:tne "Commission reta:in.':the -present 
"flexible: refueling outage·,schedu!e~,'·whichpermits:'.Eclison;:,',to :;: : 
estimate attrition year ·re·fueling,-outageexpenses. iD.!·the'~event,~·the 
number of outages ·,iIi the' attrition' year' ·differs':.froJ'nJ.the number: ... in 
the' test . year • No party protests th.i:s·request.:. .·"For .. the:. past ":-::-' 
several years, adjustments'for varying-outage' schedules- :have.been 
effeCtive· in estimating attrition year expenses.~: ·We::.W±ll ,continue 
authorizatIon: of flexible refuelinqoutage, ,schedules,.:" .. '. ~;: 
:5.4.3'.1 SONGS' .... ",:, :~.:r_.:" 

.. 

• 

, 'In'its prepared testimony, ,Edison' es.timated ,-test.:year ::, 
expens'es 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 (despi't;e ~ata ,:S~.O~in:g;:'~,~~., historic,,:; trend) and lal:>or • 
and nonlabor escalation factors to·.calculate a 19"92 subtotal.. Then 
incremental Nuclear Regulatory Commission (NRC) fees were added to, 
reflect . federal legislation in-late 19'9'0' whichincreased--l:9'911l:ser 
". ,., ,_. 

fee funding to lOO%. of the NRC budget ... , Edison claims.,'.tha:t.·its ... 
request is within the zone of reasonableness. '" ,. 

• _ J' 

In response to ORA's testimony Edison adjusted::its .. 
request, agreeing to: . (1) add 19S9 data toit~ two,:~bas'e"yeo:r5, 

•••.•• ' .• J _ •• "',,' 'l _/_ .",.,.1"'" 

because the proposed merger with SOG&E had no impact on nuclear O&M 
expenses, (2) excludeNRC,_~ees from base expenses \bef6~~~appiy:tn.g 
the "2% real growth factor; and (3) separate overali:IO&M~e;q;enses 

'" '; • '. ,"' ~. a.. • ! '_," '" 4. ."'~ ; " 

into base costs and refueling costs, consistent"with ORA's "-'",' 
treatment and conventional attrition year expense estimation. 

ORA recommended divi'di~9," nuclear O&M cb~ts :.into:~·']:)ase:-'~nd 
refueling portions. ORA agrees with Edison'S estimate of base O&M 
for SONGS, accepting Edison's 2% annual real growth rate and 

" ,', 
• t. , •• 

.' 
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Edison" s. est,imate of $1'47'.'259: ,million, 'for base' O&M. ')/DRA does not 
4gree'that"the-' same escalation..:sc.heme should ,apply.:toyre,fueJ:.ing 
expenses. "Instead', DRArecommend's a ":""dolJ:ars-per-day'~' method,:>by 
which recorded data for refueling·;O&M: expenses:' per; day:ofnoutage 
are escalated. forward to the test year, then mul tipliect::by::forecast 
outage,days to dete:rmine',test year expenses. ,'ORA:"'s,·.l:efue~ing" ": 
outage expense estimate is. $Z'.9:SS,million lower than Edison,l:s "'.~ 

requested, $23-.35-9 million ..·Edison vigorouslyopposed,'ORA/S:,,':' 
dollars-per-day caleulat'ion;' of, refueling. out~Lge costs:. .,~, ,.,,: 

ORA also recommended a $152,000- reduction .toEdison's, 
requested $&;171 million for incremental 'NRC':'feeSt' te> remove 
Edison's 2% growth factor.", ORA·believes.the"19'9:1-;:fee, level",·will 
not be increased by the federal' government. ORA 'also, claims- :that 
its reeommended'O&M expense '"level' is: wi thin Edison ' s ·'zone-of, .. , 
reasonableness. ' , ", ' " -" , -')':: ' . · " 

" We ,agree ,with- ORA"'on- the·;,:spllt..,of ;'nuclear:,O&M,1'expense 
intO. base 'and refuelingport'ions. :Theseparation,'of·>,functions is 
useful and consistent with the<attr.:i:t.:i:on'mechan'ism.. 'We' also/agree 
with use -of: ;three years f19,8:7, 19:a:8,and:<19~ ).:..of"recorded'.::data- as 
afound'ation for O&M ,expensesw': We ,will; ,authorize' 19,9Z,expenses; 
based: on the -three years ',of- data., -~ esca:t~ted . to. ' ref lect -qener'al 1''' 

inflation and include Ed:ison,'s hZ:%' : real',: growth rate .. <,Tne",;evidence 
shows that O&M eosts at other plants ·generally exceed·-.:this::'-rate,,. 
but we' app-ly of the 2% growth "factor . because :Edison'~s' request is 
generally' in', ·l-ina ' with' the -resul t.s ,of- its'industry,-, comparison .. s,tudy 
which ind.icatehigher than average real :growth ,.In<O&M'.expenses.;' We 
approve this 'increase in nuclear O&M'expenses,reluctantlybecause 
we be-lieve -that the results of,~Edison"s industry ,s.tudy ;,are '"',,, ,;' 
mediocre. For example,'although;the-~resul:ts 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 . 

--- '~24--
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,',-.We .are, not convinced. ,.that: ,.expense.trends.,:based,on',:an:;;;; 
indus'tl:y'comparison ,group of: nuclear facilities, whose:-operatons do 
not fall under, Our, scrutiny, should., form, the ,basis-f.or ,approv~, of 
inaeases 'in nuclear, O&M. expenses :for Edison. : ,Further., in :light of 
our· findings .on Edison~ .. s management . of,> refue-ling:ou:tages~,:::weare 
generally·concerned about,·Edison.'.! management,~of· its .nuc:lear .. O&M 
budget. "We are not,' .however 'in .. a. ,position- to . adjust . nuclea,r. O&M 
expenses. based upon our 'refueling .findings ••. At·,.this:.:time:".;,the-.·, 
issues of nuclear O&M 'and-the- management of· : refueling: o.u.tages.will 
be addressed separately.. .' . _'. . ..... 

We will revisit refueling "in- Edison's next.:GRC,;-,where, we 
expect· an. affi:tmative~ demonstration: by. -,Edison .·that: ~it :manages: :·its 

refueling outages cost-effectively. ':from a ratepayer" .:no-:t,'-< 
shareholder,. perspective ...... That' showing!. should ,-develop: .Optimwnr 
refueling durations and should show exactly how incremental;. outage 
costs- and replacement fuel.·cos.ts. depend: on outage. , duration . 

. , .. We reject . ORA' s dollars-per-day proposal.for -refueling 
,costs.. The exact dependence .. of ,costs ,on outage .,days is·:not, known. 
Edison/s"testimony on outage days ,and .refueli,ng:costs .. is" .. 
conflicting. To, authorize base O&M.;and·refueling,O&M,expense"we 
will escalate forward. the 198-7~19:a9" recorded, expenses;, , then" split 
·the total .into.base and.refueling.O&M uSinq.,the.;·ratios ;,from' 
Edison'S: .reques.ted amounts·. 16 .,',.:) ,'; .'-:.: .'" 

, The third element·of nuclear·,O&M ,expenses,:±s:',inc:z:,emental 
.'NRC . fees. 'order~ .by "the :'federal .,government.· . ,The;exact,:.as.s.ignment 
of NRC- costs to' U.S. 'utili.ties.",is not on ,the -record··in ... this. . r', 

-. " "_ • . ,i •. ,. ,f 

proceedinq.. We· will authorize incremental, expenS:es ,basect.,on:.!!. '. 
$465 million, na tionalbudget, . divided ·by, the .. 111 nuc lea.:r;\uui ts-iJ~hat 
Edison Cites, times the threeunits'.,at ;SONGS,;- lesS:.:.the ,NRC~cf.e.es; 
embedded:in Edison's recorded data, (escalated.,to,;1991) .• ,,/:W~::will 

". ", " "' " 
' •• ,' oj , 

16 E~it 172, paqe IV-7. 
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incl ude nei:ther 2% :real grow:eh '.nor, ;non1abor.' ,esca1a ti<?n" f,roIn:, 1:9:9~1::' to 
1992 in adopted. NRC fees. :;'·,,:~"'-.",':"I':::""~:(:':':H' c"'-

. 'l'he~tota1 adopted~ nuclear; O.&M ·expenses . (Edis.on share) for 
. SONGS. are $184 .4.8.8. million (in' .19:88 ~ollars)., :as:calculated.,by: ,the 

Commission Advisory.' and Compliance .. O;i vision tCACO),. '; ;'l'his:~ .equates 
to $.77.8 million per unit.per,.year,:and :$8·7.6 per.kW~.per. year. (total 
plant·). These values arewi:thin Edison~.,8 .propos.ad zoneS:,of:: ..• ' . 
reasonableness_in .Tab1e 3:., For .at.~ition. purposes,.:.thist,estimate 
assumes. that .. two- units. at SONGS .. will be x:efueled during .19.9.2.,·,., 

5.4.}.2 Palo- Ver~ . '. , ... ;.' ".,;" ; ..... . 
Edison was Ull.ab1e to.: estimate~test~.year'·O&M. expenses~ .. at 

Palo Verde using historical data because the data is.limited.:.,and. 

Palo Verde. O&Mexpenses are.unstab1e:.~ ... Nor.cou1d.-Edison compute' a 
.. zero-based." - budget due to· instability. ,of, ·expenses., ,and~ di£:f·icul ty 
in analysiS of. plant records.· (Edison" does not operate:: Palo-:, 
Verde.) Instead Edison chose to estimate Palo: Verde:-expenses, by, 
scaling .. of expenses recorded or. forecas:e' for SONGS •. , ORA, generally 
agreed. wi.th comparison against ,SONGS ,but. disputed .. Edison '.s ,sca1:i:o.g 
techniques .. , . " .>., :, 

. Ediso:o. proposed "a .. scaling:,fac,tor" orr",tio of Palo Verde 
to SONGS. expenses,- of 1. 2S:,:before. ",djustments for' .NRCfees:: and, a 
w"'ter. t:ce"'tment, facility (.W'rF) , unique to Palo.· Verde .• · : .. 'l'h~>: s:caling 
factor is. the. ratio' of numbers 'of certain.ae~ive,equipment~(.valves, 
pumps, and, instruments) at .. the.,tw~plants, reduced by 1·,5.%, based: on 
pro.fessional judgment, to: reflect inc~eased prod.uc:tivity~:at~~,Pa10" 
verde·.. The: sealing factor ste~ ,from, the logic that; O&M:expenses 
depend largely on the numbers ·of' .. p1a~t ,equipment· that .. r.equir.e .. 
regular maintenance •. Pass:ive: equipment" such as,cables. ... and . piping, 
is excluded·.,;. '.' .. ' .," . '.'.1',;:'; . 

". After: app1ying.i tssca.1ing', fac,tor,: Edison: added~ .costs ,for 
increased NRC fees: and~.the,;-WTF., :;Edison, testified:· that "the; WTF cioes 
not' offset any other O&M. functions .,~ :. :Edis.on,:s,tated~ that .. ;i ts . . .' ~ , .. , 

, .. , ' .' '.,~ 
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- requested- expense<Levej;:for;'~palO::;Ve-rde~"l.switn.i;n:: its:: zone of'; .•. :;~~ .. 
reasonableness. . , .. : :>: ~ :,' <'''; ,'J "" \ ~'~. '>:" 

'. 'DRA'used' different: scaling' factors' to::':estimate Palo Verde 
expenses' from: SONGS expenses. :ORA"s base- O&M' faetor::-i:s '1'~~·13'O:g·;, the 
rati(j- of, 1988 expenses: at: Palo Verde- 'to-'the- average'; of :1'987:;, -19'8'8, 
and 19S9.· expenses' at SONGS.' ORA>computed~ a separate- factor of ,; 
1.1312 for refueling costs.: \. ORA bel·ieves' that it's rat:;':os ar&­
reasonable because achieved. capacity', factors and numbers.; ·of·' ',' 
refueling outages at both 'plants' wer&~'similari and'- W'l'Foperation' 
was normal in 1988. Edison opposed ORA~s scali.ng'·fa'c.tor,.. ... a.rguing 
that· POolo' Verele' S ,short operating· h-istory makes· such; comparisons 
unreasonable. ., ,: ~::. ' 

• 

ORA agoain- estimated.- refueling, expense usinq~" i'ts",',,'·:· 
dollars-per-day approach'and~ adjusted' NRC fees'; to- excluele-"Ed'ison's 
2% real· growth factor.· ORA" incl uded'WTF . cos ts· ,in,' its est'=Unate ,:" but 
opposed Edison'S WTF adjustments to the· 'comparison· 'group dat'ar" . 
arguin9' , that the comparison dat'a' include'· extraord'ina:ry and:::'unusual 
expenses at other plants. 'DRA' claims thatitstotal~'estimatefor • 
Palo Verde O&M expenses is within the zone of reasonableness'~" 

We aqree with: Edisonthat)zerO-:based:'budget1ng is 
impractical, and use' ofa sealin9~'faetor: is appropriate'unti:l 
stable operatin9': data are avai1.able:~:' We hav~ :already::rej'ected;;' ' 
ORA's; dollars-per";d~Y approach. 'The' key issue" remaining;: is:-',cho,ice 
of sealing· factor • Although' Ecrison·"s' approaeh~'i's~intui tlvely::,,-,·· 
appealing, it- is untested as, a· predictor' of·O&M~expenses';· : There: is 
simply no evidence of proven, correJ:ation·between· equipme'nt counts 
and O&M costs. ORA's scaling factor· relies 'on:> a'~'single~";year"of' .,:~, 
data at Pal(j- 'Verde, but the'· 198'8·' recorded~ expenses. 'include:: first~' 
year expenses at oni t 3, and Edison; S own experience at' I SONGS' shows 
that first year O&M maybe' more- ·costly: than·'in:~'l'ater-years. This 
would.' increase the scalin9>:factor,' favorin9:-;Edison~ ::We will adopt 
ORA's methOd', revis ing it :only t'e>' use' a scaling- ·factor o,f:' l,~ '13·1c' for 
both bOose O&M and refueling O&M costs. 

• 



• 
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.. . . Finally " we must :cons.id.er.: ad·j;ustments:,for..~ :.real: .q,rowth . 
.. rate', NRC: 'fees:, .and W'rF.' costs .;> .. w~ will'"excl~de/Edison': S:~ ~2;~;t:eal 
.. adjustment, ·because Edison has: no;t .shown ... that:·APS .. ,effec:tively: .. ,,\~ 
manages.· i tsrefuelinq; outages.... The scal,ing factor" .will~' be-, appl;ied 
to SONGS aclopted 1992 expenses. We. expect Edison: to:::-pre.sent;:in. its 

next GRC testimony on the plant operator's effortS-:,tC). .. 0P.~.~.z~_ .. :· 
refueling.: outages,. as we. ordered· Edison to': analyze; ,operations at 
SONGS ... · We will base Palo Verde NRC fees on ,the-. 1991" federal;. <:. 

bud.get, without:: escalation.or .. realqrowth, as: ,was-.done:: for SONGS. 
We will includeWTF costs,_ :Clesp-ite the inclusion. of:. &xtraord.in~ 
costs in comparison; group data, .as long,:as the:final.expenses: are 

within a zone .of reasonableness~ " ' .. .::. '_'\.0;.' .:~",...:. "':- . 

. ,The·, 'adopted"O&M':expenses" '(Edisonshare-)' for:: Palo Verde 
are .. $42 .726 mi:J.lion" or $87. S. 'million ~pe:r:: ~unit:,.per, ':yea%:: and· .$6~7;·.1 

per' kR per year (total 'plant) ... These.·.vo.lues: .. are· within-::t:.he; zones 
. -of reasonableness in'Table- 3·. 
5.4:..3:~3··Qther Issues '. L, ., " 

• !"' "'r·"" '," \ 

SOG&£. .requested, : that the~(Commission-. approve ~Edison)~ S" 

nuclear O&M expenses for purposes of adopting SDG&E '.s'. nuel'ear; ,O&M 
expenses.. in ·SDG&E·'s next: GRC..:.The:Comxn:is·sion;has.done this in the 
past· .to . avoid -repeti tiousli tigation·. :·.'No-. ·party. opposed~.:SDG&·E.~3. 
proposal,. and we will approve.i"t..; .;.~ .. _.', , .. ' :":»<:':;'C::::' . 

TURN .. argues --that·, Edison/'S: '-rates whic·h:- inelud~.~S9NGS .. :l~ O&M 
expenses should.:·.be: authorized subj:eet :to·.refundrbecause "the;: : ..... 

. operating, status of the unit· is uncertain'.', ~el :,Cycle II is noW' 
. scheduled. to end 'in late 1992.or :'early19.93. In· .. this.·GRc:.::Edison 
requested. approval of· eapital:additions neces:saryto- ope:r.ate.: .. ·.,., 
SONGS 1 beyond fuel cycle ll,but·the issue .:has been. .. ~remo.ved, to, 
another proceeding .. 17 ... We-will. grant. TURN's 'request.~:'_ SONGS 1 base 
O&M . expenses comprise 3:4,.02.\'0£ a.ll::SONGS :base·:O&M:;;expenses.· .. -.::,:··; 

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

"j.', ",' 
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(excluding ''NRC fees:) , in' the l:98-7.-J:9:8:9da.ta ·set.:' The;, 'refueling O&M 
fracti'Qn, for : SONGS- 1 :depends. on, whether, the- unit is'refueled···that 
year. "Test, year NRC fees" are $3': .. 2"5.1 ' million ... ,: These f.i:gu-res.,: should 

" be used: to- calculate 'SONGS 1 O&M expenses: if" theY:>a%'e, eventu411y 
excludecf·· 'from:- Edison's' :rates ... .",.; 
5.4:"4 'Toma" 'AxiS: " ", " -, ~",~: 

~:Ed'ison' has: filed: :A, .. 9'0-0,~-0:J;4: w.i th.:the: 'Commission;: ,,:,~' 

requesting, authority ,to 'sell.l:ts YUma' Axis: Generat:ing ,Stati:on;::(Yum", 
Axis) 'to. the 'Imperial Irrigation, Dis.trict .. , ... ,The, CommissiOltr'has.-,:not 
yet reached: a: decision on 'theapplication.~· " Ed'l:son. 'included~ '.. , 
$785-, 000 in aSSOCiated O&M','expenses in-its'GRC request, ~$:'749:,,0'0'0 

for steam production and $36,,000, for:'other, produetion~'" "." ", 

.. 

• 

ORA believes that the'O&K,expenses s.hould·be removed 
because Edison plans to. execute the' ,sale when-it is: approvedl"~ and 
the: California Energy Commiss.ion' s . (~CEC"s). ,,:1;9'9:0: Electricity,: Report 

(ER90) does not include Yuma Axis in. Edison"s resow:'ce:-'iplan~' ORA 
and Edison agreed that any action related to-: the'. "O&M: e·xpenses·, c,;~ 
associated with"Yuma: Axis, should' depend-on the outcome of • 
'A. 9'0-0S-0'14. 'i ' .. '; • '.c. .' I ',,:;"." ,.':" ,.' • , " 

Edison,'answered'; that, rf the sale' is' 'approved bp·the . 
Commis'sionanct,the 'date of transfer ,·of '. owners..i.ip-is:know:n::>.:in' ,time 
to incorporate into this decision,Edison. would agree'. w.iththe-·, 
ORA' s proposed expense reduction .... However,.. until, the' Conunission 
acts on A .. 90;...08-014, ORA',$. ,recommendation is, premature,o"")'::c 

We 'cannot now predict when A..:9 0-0:8-0'14.' .will' be-... .deeided 0 

We will leave Yuma Axis O&M 'expenses: 'in' Ed.lson;s .. :'rates £or;noW',.,', but 
order that the .,U,BAA' be reduced. on the "effective"da.te of the! sale • 
An associated' rate change is not, necessa:cy ~ ,"':," " " ~ :':;::'/::.~ 

TURN noted that'the exact amount of 'the' O&M,'expens~ :is 
uncertain.· Edison and DRAhave agreed on a, ,figure' of I. $ ,7'8 s.-, 0 O,O),(in 
1988 dollars, but in Exhibit 16 an Edison document shows $960,000 
(apparently in 1992 dollars) for Yuma Axis O&M expenses. These 

figures are inconsistent. The $960,000 in Exhibit 16e.qua~es ,to 

---:29-- • 
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$834,0 0'0 in 19·88. -dollars :,using,::the:~,adopted'.e3ealation:')rates. ,-in; .•.•. 
Appendix C.' 'We note th~t'if::the:'$66,OOO'of transmis.sion O&M ~.::': 

attributable to Yuma Axis is ineluded"tbetotal'.is:-$851, 000" :mueh 
closer to-the :O&M total shown' in Exhibit :16·., This. f,i,gure sh~uld be 

refined,; in·A. 90-08-0l4'. ) ~ '; -, . \ , • '" ,- ',~ •• "'. "i ' 

\ .. ~ '.- j,~ .... 

5'~ S', -Transmission'h;penses,,' 

Edison's estimate: for transmission. O&M~.,expense-s",is" ,:. 
$71':618: million... ORA" recommended: a$l":031 million-.·:ceduetion·:to-. 
that amount. No· other partyhas,15ubmitted testimony..on .these~.:,. 
expenses." ORA's·· recommended:' expense:reduetions". appear,·, in:; .. :three;: 
areas. ",' . ' ... ,~,.; , .... , 

5.S.1 §yl.mar Converter St4tion,':,:' ";~"::';:'::':~_"'::H'::" :;: 
." 'ThE{ Sylmar Converter; .Station 'j;s~. j:ointly: owned by Edison 

and' the LOs' Ange-les: Department, of" .Water ,and Power~~(:LAD~k",.·,which 
operates and' maintains. the facility, and: bills' Edison:,.monthly·for 
its 50% share of expenses .'. In May 1:9:89: the owners compl.eted '<~ 
a major' expansion proj-ect.,.increasing.station eapaeityJ)y :55-%. " 
Edison has- increased its tr~nsm.ission'O&M· expense- request:: t~: .. 
reflect the- e-:q>ansion,' estimating- a," ~50'%:inerease""in, O&M. eos.ts at 
thest'ation(the st~tion 'capacity 'increase,less' 10,%)". The" .. 

increase is' limited:' to ,four of·· the14::FERCaceounts: used .to· .oook 
transmission O&M expenses.~, ", :; .' "')'" . ., '. _,:.~: _~. >,',' 

ORA estimated·'add'itionalexpense ,for ,:the: expan<:led, 
£aei1ityby comparing the ~average 'of"monthly b-illings,,:16,·months 
before· and: 20 months- after~ . the .. new facility .went '.into: .,.commercial 
operation.-: ORA assumed that· the $-305:,.-000" difference in:"annual.: 
costs between thosetwo-periods..is:',the best'measureof:.incr,eased 
expense; for the new facility~ ORA ::believes~that,' .prorating; expenses 
to station' capacity is. unreasonable ',because', newtechnolo9Y reduces 
the' number of valves- that are' requ'ired,:the"'new facilities .t~ke up 
less land area than the older:faciIities,. and .modern::equipm~nt.·may 
require less maintenance 'than equipment in the:'existing,faeility. 
Edison opposed ORA's recommended adjustment, arguing that 20 months 

--30,--
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of.' recorded'da:ea: subsequent:to"commercial~;operatioXl :,is ,".too;~little 
and too early, in·-the life" of,~a::'modern.facilityf)to,'be used:,to;.,:, ", 

: pred'ict future' O&M: expenses .• < .. ". y7 ,': '.;: > c,' ' .. ~~' .:.' ,,' 

Edison, has not shown: that converter:~'stationcapacity:,>:~, 
accurately predicts O&M expenses. We agree '.with .. Edison.: that I.O&M 

expenses in the initial years of a neW':'.,'faclr.litY',may'noti:rld_~<::at.e 

long-term' O&M trends, but.'in'the short.' term:"eovered' by this GRC 
cycle reeorcled" data for 20 months :wiU,:,better, forecast ... test~year 
expenses than Edison's simple but ,herO'ic,'Assumption about~:,.the 
rel:a.tionshipbetween, station capac'ity"and, O&M, ,eosts,~~' we:accep:t I 

DRA's adjustment of $305,,000. .","::' 
5.5.2 E§l:imaj:ion Method "" ~ .. " 

'. '.' ~ , 

.. 

.. 

• 

", 'DRA.:> recommended ,that, Ed.i-son' s, reques.ted..:: O&M ;'expenses be 

reduced: by $660:,0.00. ,.The red.uction-:'is~ eupported by.' DRA~s.more;", 
detailed~ estimation method. ,'Ed'ison,t:rended, averaged.·,.,and~ adjusted 
its past expenses as they a:rerecordedin, 14 FERC:oaccounts,< D,RA 
went through a similar exercise' but , analyzed 214 , functional·;,;:: , 
accounts, within the same, FERCaceounts-. DRA then collec,ted·:, its • 
results' into the PERC accounts.. Edison, argued ,that. DRA' 5:. method 
leads to anomalous. results,.: in 'part.,because-'scrutiny o(tlccounting 
data at the functiontllaccount levelintrocluces, increased J >~.,:, 

variability in the individual dattl trends~" As a· ,demoXlstrati~n: of 
this,' Edison points out thAt: (1)' . in, .four .o'f',the·, 14:-:.FERC accounts 
ORA reconunends expenses. higher tha.n. ',Edison ' s own:, 'request~.,: and I , ( 2 ) 
revi'sed: util'ity practices ~mi9'htconfuse- "functional aecount.tr~nds, 
for example contracting for work previously:done ,:by: util:ity .staff ~ 
ORA responded' 'by arguing that, its ,more- ·thorough. analysis.:-"allows. 
more detailed adjustments for nonroutine "historical: expenseS-rand 
that Edison"s approtlch is overly brOAd. " DRAtes.timony:cit.ed." 
adjustments for nonroutine expenses .in the areas.".of,: ~:C1J;;.trainin9' 

programs in 198& and ,1987, ( 2) ~:reduced, painting: of, ' transmiss~on' 
towers after 1989,. and. (3): red.ucedtr~srnission, .plant.,additions. 

. "'>::-
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after ,1989.:. None of ·these· change8:-: is.,;, mentionedr:, in, Ed,:i;son' s 
testimony'~' :'." .'.' .. ~ .. :.:' r',.::C::i,h, ." .,'\:~,':. 

ORA's . net $660 ,. 000' adjustment. comprises. "subto:tals.:.o:f. ;'. 
$2.11S million';of reductions" in)ten accounts· ,and $·1 .• 4·58:;mi.llion of 
increases in the remaining . four: accounts. ;, . TORN., did· no:t <?,f:fer ... : ... 
testimony on this dispute, but·· argued in . its, opening.:: brie£; ,that., the 
Commission should not authorize-. more". than· . Edison's: re.qu~sted ..... I. 

amounts in any single FERC account.. TURN citesthe-, .. test.~ony- of 
Edison witness· Frank Haroldson, . who~ stated that .. for .e.ach FERC 
account. Edison's test year. estimate· is. . reasonable .. l~ '.' :Edison '. 
opposes.'l'URN's position, characterizing ORA's recommendation; as· a 
single· net. adjustment of $&60,.000'.,: '.' .. .. _ ... '., .... .; 

We agree with TURN's argument,· supported by Edison's 
testimony, that it would" be unreasonable' to .. authorize: transmission 
O&M expenses higher than Edison's reques.t· in- 'any .single-;. account. 
At the same time, we are impressed that ORA has analyzed each 
functional account in detail. We. accept ORA's· premise that," . ' . 
adjustments for nonroutine .. recorded costs· are appropriate .... · .We are 
thus confronted with ORA recommendations· for $2.:11S,mi~J;~~n: .in, 
expense reductions in tenFERC accounts. ·wemust~striKe a balance 
between Edison's claim about increased data dispersion-,: whieh· has 
merit, and ORA's impressive. and 'more- .thorough· review.of.·pas:t· 
expenses.. :; '. 

,Because both. Edison and ORA: make valid, .argumentsJ,,:we- will 
split ,the difference and reduceEdison'srequested'.expenses,'~by',. 
$1: .. 059 1ni'lllon. In the next GRe weencourage-,.oRA-;,tQ- ~gain,.~study 

Edison" g. functional· accounts in' detai-l,.· but the-resul~ting.1 . .,.. :.:.: : ,.'. 
adjustments: ~n be applied direetlyto FERC account, trends .. and~ ,<, 

averages, avoiding unnecessary-da.ta variabil·ity:-.. ,~. <:;~:'" ':' •. ~; ... '~ . ,.·n 

. , .... ,-
IS' Tr.·10:$lS-S19 / ... , ',.:: .•... : 

. ~, --<~.. , ' 
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we:' recO<Jnize : that ::the' ,adopted, ,expense' 'reduction I," exceeds 
DRA's recommendation. This is entirely reasonable. The:--:use.'o·fJ 
historical~ expense trends.' implicitly,validates 'past utility 
practices' which receive'only brief, review-, by' the'; Commission and' are 
not su})j ect" to rigorous reasonable: reviews. . The" 'use 'of 'trends; is 
an imperfect' technique for authorization.' o,f the minimum':expenses 
necessary"tc> provide safe,:reliable~·service .... ', ',' ,":,:, ,,', 
s.. 5 ~ 3= Yum.a~ Axis v.; '-: ;" • 

:,In dddition to $.785-,0-00 of, production: expenses" Edison 
requests"· $66,000, in transmission: O&M. expenses ,for Yuma~Axis •. :. -.~DRA 
recommends removal of these expenses.. •. ,We . will ',treat:J:Yuma."AXis . 
production and transmission O&M' expenses. consistently,:. allowing 
them, in rates, subject,to.-refund,in' the 'event the~'proposed sale of 
the plant, is:' completed: durinq;this:: GRC: cycle. .,.,:,.' ,>.'; ~. 

s.&- Dist:ti.bution Expenses. '.',',:' , 
During hearings-'Edisonconceded·expense reductions,of .. 

$217 , 000, in' response· to ·ORA. -recommendations ~ .Three. dis.putes" 
remain, two-with. ORA and' one with."FEA •. 

5.&.1' Supervision· and' Enqineeti,ng, d,' ..... : 

, FERC Accounts 58:0" and .590: record electrie, distribution 
supervision and engineering 'costs .. , ,Charges. to' the' ,accounts. ,are-, in 
part'" overheads.' allocated from.: clearing accounts f·o%', projects, that 
require supervision and engineering- Edison used 1988 recorded 
amounts as a· basis. for ,test 'year expenses", DRAusedvarious 
averaging ,schemes for theSO.functional ,accounts'wi.th:in·Account 580 
and'the 14 functional,accounts'· within.; Account, 590,~", ':.: ,DRA 'auditors 
adjusted- 1987·: and' 1988. recorded· data, to remove :$2".'390.' mill-ion":in 
nonrecurring expenses for inspection, of underground~, faeil:itie,s., 
DRA recommended -that Edison's requested test year,expensesbe-,-:..:.. 
reduced by $1.406 million. Edison opposes the reduction, arguing 
that ORA'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_undeiqr'qund-'~:'-

, J, _ " ••. " ,. ", I ..~ \., ., 
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, 'inspection.. progx:,am, :which .began';.,iIl.:.l,98:7.,..,iS .0. continuing 
• • " • "" ~-, "</' I "".. ..' ,,' #-.......J " '-, 

ma iritenance: <proqram.. ,:' :'.,<' .. ~,,:: ~.;': ::)~,I:-., .• :;. ~:"".);:",.,;,<):".~. ;\';:': 

... /: We are convinced· by ::Edison 'js.·testimony "that .underground 
•• I" \.,'..... ,.1 ._'., ".t ..... J,,' .,,' " .. ,' "" -t'; _, " I •• :. 

inspection ,is ongoing:.: . We rej-ec;,.the: ,adj:us:tments". ,by, ,DRA audi t~rs. 
_ •• , 'w • ':. >J ,.... ...~.J _, ," ',r ~ " '-I ,.' 

The . trends £rom'which:,:t,he auditors~; $2.390;)million.:are...,subtracted' 
• • . • • " ". '~'I "' • ,I '_. ., I •• "+~"'" '. I j. '"' .' 

cover seven years of data.. Thus.,.we deny. $34~,OOO ,:o·fORA~S , .... 
• ." ."".i 'J .• ,"" •.• ' 

recommended reduction, leaving$1~065 million.in, dispute •.. As with 
- '". ~. , "",,' .• " ~_ I,/~. ' • ~.' 

transmission expenses, we ,must balance ORA's, ,thorough .. rev.i~w,of., 
• • ... > • • " ~ '. I " ..... ..' I,. 

distribution,functional accounts against,Edison's methodological 
• I. \ .. ' '.'''' 

objections. .. ' Splitting the ·difference, we\>1ill reduce. Ediso,n~.s .. 
• J ',' ' ...... 'I." 'I" '.' ,.1. 

requestecL:expenses for clistribu:tion O&H.bySS32, 000., . " ' .. 
. , ,"'" .,'.j. ." .. ;: ,.p.,,'.,..- t 

S.6'.2· Storm'Damage . u .; ••.. ,.'" " ".' ,: .;: ••• ' .3 ;:: ~ 

. ORA. recommended·, increasing ,Edison's.· estimates .for ..... '., 
uneollectible damage claims. and S:torm- d'~ag~, by .~" ~~,t~ '~i~ ~$"7.6.~00:0, 

.. .,.. •• , c ,I I", ,'" Joy" l ,"'~,J ...... ' ... _';"',." " 

the sum of a $145,000 increase to Aecount 583 (apparently, including 
,.. '" '., ... ':' •• " "4~" '" 

the impaets of a $1.694 million reduction in claims .. o:ver .... the years 
'19S2 to 19S8, recommended by DRA .auditors-) .and· a ·,Si9,,.oOci ·'r~d.ue·tion 

• ,. " ~ t· " '. 

to. Account: 598:. We: will,authorizeon1y Edison's .. requested amounts 
, --'.. - , ,I I ' " • .1', .~I.I . , ' '. <' 

for· Aceount S8:3, consistent~ with our .:treatment of.,the,f,our " 
, ~....., " .. ""'" ~ .' ;, . ' .. 

transmission O&M accounts .. for which. ; DRA.recommended expense . .,' ,. .,' " .. '. "- ,'"., . , 

increases. ,_ ,.' ... ':. "",' ," . , .. ," .:;'; " :':,;;:'(1;';~' ' 

'>.Edison.. estimateckAcc.ount 5:9,S.,.expensesusing a five-year . ... , ..... ~ , 

average of accrued estimates,.for' dis:tribution . property ,damage,. ., 
, ' " • _. , .. 'i I_A' ........ ",.'_. 

arguing .. thatdifferences between.·est,imates " and _actual,.,expens.es; .will 
,. , .,' ."" J, ... , .... ", , • ,," t', " ,: • . ~ 

average' out,.in the long run.·: ORA compiled recorded amounts.,of. 
, '. • ".. ..... , '''t •• ~ J, .... . (. ,: '. '" 

damage ~for 1982 through 1980: -(sicJ;,and:.·averaged, the.,same·.five~year 
period ... 19 Although recorded costs are 'more'~~~~~ate'tha~-~Cel:Ued 

.1.. 'I; n" '," '; ,', ,~ '. 

estimates, Edison apparently relies on more.recent.",data,.. We.~will 
again 'split-the difference;> .redueing expenses"by $35:·0~o-6~· '". 

'..:. :'_ ..... , .. ,. 
- .- ~, 

\_J"" ... ', 

19 Exhibit 205, page 6-12 • 

'. .~ 

•.• ,.'.' ,of,: • .,. 
" ~ _'. '''' _, _ ..... 1 

,,--. 
, .'''''.J' 

, , , I •. ,-,' 



A.90-12-018 et ale ALJ / J •• /vdl ·'w :: ;',.,' ,". 
~ '--...' 

'm"also disputed Accourit ~598 expenses:;; :but: for, ~different 
reasons. FEA recommended reducing Edison's reque~t<bY':$'1. .. 49'O~~, ,," 
niilii'on;' escalated.'to"$1:769 'nifilion '~in"I:9~9,2rdo:lla::s ~:-i' Edison 
averaged "five 'years 'of 'data 'from' 198"4 to 19 8:S:;and' FEA 'used, ,five' 
years ~ro~ 19S6to 19:90.- 'Edison' opposes:FEA"s propoSA1~;;J:'cl:aiming 
that, because' the FEA 'has' used"updated data--,seleetivelY,-.J\i,ts ':method 

, is unfair and incons'istent with:'the useofrecordeci'·.:data;'only:;,:.·: 
through'19s:8 as directed in=O'. 89-12-052. ., ,'" '. 

: We' accept Fii' s use" of more", recent "data" for ,,:averaging " 
purpOses', but to avoid t.he' possibility of unfair:database: ,.' '.,' 
selection, we willexpand"the base:period and use'~recorded.:data­
from 1984 to 1990. We adopt a seven-year average" expense,.,leve,l, 
which'is $1'.205 million: lower' than:: Eciison's request;";';,::This 
reduction: dOes not dupJ:icate--the '$3:5,000; reduction in,.:responseto 
DRA's arquinent~~' '" "', ,.; \ ,": ... \':"::;.: ,',_ 
'5 ~ 7 -"Cu$tOD.e:w; -AccOunts --Expen8e~: , . " , ,,' , ' " -:-: ;:';.: 

• 

" -' "';'Edison requested $110.:16:3 million, for.>Accounts901',:: 902, 
903'- and 90'S:; - an amount 9:~'1'0 % higher-than; recorded;:: expenses:! in:: • 
1988. - This compares'well with the 'ad'opted ,increa'se,' in~ customers of 
9.56%.' , With the exeeptio'n 'of postage: expenseandi' :uncollectibles 
methods, no party opposes Edison's request. 

Account 9'0:1 expenses ,for supervision. will .increase at a 
higher than average rate ,but-EdJ':-son' explb.'ins thi'sasdue ",to-- '"., 
transfer 'of functions' from- Aecount'9'Ol, which.. shows a.low.er~than 

- ,- . 

average' increase. Except:rn:q:the issue::ofpostageexpense'"within 
Account"903, we 'accept Edison's uneontested-estimatesu':£or,Accounts 

. 90'i~ 902; 903,' and 90S. "''''':,,- '"'-:,,, ",'-'" .:':.':',':::"r.::: 
'5~'7~1 Postacre'~EXpense ,'~ , - :'::. ,,::~;';:;,~,:''':'j 

Postage is" recorded' in,:'FERC '-'Account, 9:0 3·;"under. c'::othe~,:, 
expense, meaning that it is not subject to routine labor and 
nonla])or escalation in attrition years. Edison, ORA, and FEA 
testified to postage costs. DRA recommends a $658,000 reduction 

" 

. . .. " ... ~ ... ; 
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" ·from..Edison.';s:requested.. Sl;S· .. lS'3·,:m,i,1l:i;on. ":FEA .recommends:. that,,"'no, 

more than.: $14: .• 6&3 'million:be';,authorized. .. , ~",,':' .>;:' ;:"'~)::;~ ;'"j: ,.;,,";, ,<'.;',,; 

As FEA's ,~testimonY':1d.emonStJ:~tes." 20 ,postage- expense,.~;is::, 
d.eterm:i.ned,by:, , (1): averageannuaJ.. .. number ;of .'.custorners,:,{;2:\) number 
of mailings; ,per cus.tomer,. (3) .·:tbedistribution ,of',.mai:l:ing,s,;amon9', 
the four types of first class, bulk mail service·:that '~Ed.ison .. , 
intends to use, and. (4) ad.opted postage rates. for-·,each,::'s~ice.,.,: 

We will use the adopted. number, of 4'1',13G.1'224'~customers 
(from Appendix,B to thi5 d.eci8ion), for po8tage.calcu.l:ations~.,'The 
P4rties contested., the number of:mailings.. Ed.ison;ini tially ;',used. 
14.;;75 mailings per customer;. the recorded, average ",for ,',19S5.thl:0ugh 
19:a9, but later revised its. fiqureto 15.34 mailings"·:from::l'990,,, 
records.- Edison.cites' increased "UrqentNotices",to::d.elinquent.: 
rlLtepayers,.,i.nduced .by,.reeent . residential rate: increases" 'to".,_: 
justify the higher, figure., .FEA,and DRA,recommend:;the: original, :~ 

five-year average because, there"were::fewer mailings,~in(~·1989, than in 
199'0,·despite. the. initiAtion of·Urgent"Noticesin::1989,. We will use 
allthe'data .Available .and : adopt, ,a six-yearaver.aqe of;14.8:5:: .. , ," 
m.o.ilings.' ,; j " " ':, ." ".,' ;', ::' '","', ;" ,:,' , " 

FEA criticized:.Edison for:..~£ailing to; 'pursue, less,~,: :, ".;­
expensive .. llUI.il,service,:,where·:.it :is. ,available·I', but:.FEAi::includ~d:~in 
its testimony Edison's distribution of mailings amonq:.:,the··I£our.",.,~., 

services used. The services '·are:' ", Carrier·, Sort; (5-9%) ;,"i Z·IPsort , .' 
.' , .. , • ' •• ..... • ~ -. " ........... ' p • .' 

(28%) ;P:resort. (10%)" and ZIP+4 ,(3.%:);. ,.Edison,.' s.,;' distribution is 

adopte<i. ' '..~ - ',',' ' .. ' ,,"':.:, ~::':::;.' ":, ",' _, <-',-; ~)-<'-::,i .. ·'::J 

. Edison' assumed that;.,test'1yeAr:: Average rates~for)the,: .. same 
four services'will be $0, .. 2300.', 'S' 0 .. 248-0,';$0:.25;8:3·, and:~$0.2~20:per 
piece,: respectively •. ,1'hese-,are~;the U,.S. Postal Service. ,rates;; " 
effective'February'. 3,.· .. 1991, . except ' for ,Presort, service", .. w~ichr,is 
the' SO;.2480, rate plus'': an : average,: fee-~ ,of $0·. 0103~.paid,~ toc.a'jmail,::",,: 

,<_ •• " 
...... " '. . 

20 Exhibit 424, Schedule 13. 
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service contractor ." The . contractor .:agg:cegates- :,xno,.±l ,from: .~dif ferent 
senders in order to qualify ::for ::bu:l.k '.rates~ .. :Ne£ther'::E~Ek'no:c DRA: 
contest these-'·rates. "we'adopt~,the~:requ:ested.;.postal rates. If 

. rates change,·;: Edison can' pursue .. revenue·:.requix:ement ' .. ehanges.:'in· ,,: 
attrition-~proceedings.; . ·:The .adopted.postage~ , expense ' ':.:-is: ~.$~l.r.: &3'3 _.: 
million,:in ·~l9:92 doJ:lars .. · 
5. 7' ~ 2 -·'3Jncoll!Ctibles ... " 

,', "'The::second customer:accoants. dispute' concerns 
uric:ollectl:bles~ 'Edison::and·':ORA;·:both:.'.forecast '::an 'uncoJ:lec:tib-l:es 
factor of 0 ~208t,)but they'disagree on·· the method,. tcrarriV&,,4t'this 
f.iqure.·Edl:son's ,estimate"is<based on a;:simple, five-year,r;.average 
of1984'throuqh 1985 data; 'ORA,used 4 five-year average·~.of ,1'9'8'6 
through 19'9'0 data, adjustecl'for anticipated' tes.t·year.:sdvinqs;~:,from 
Edison' sparticipation in· the 'California":Utility,Exchang&, ·;which is 
the 'successor~'to'Enercom," an independent-:company'that"mainta1ns~' 
data on uncollectible utility accounts. '.. .: .. ' J'.' " . ,'. 

Despite agreement· with :ORA on the .uncollectibles::rate,. 
which is the only figure ·that materially' ,affects customer rates " 
Edison in its opening brief continued to debate methods ... ;:,Edl:son 
did not explain why·' further· Commission:', action ,is:necessary. We 
adopt the· 0 :208% uncollectibles.: rate' ·ancl,vdeclineto, split :.hAirs·, 
over methods •. '" ...., ',': .:;.,;" '.' .. 
5.8 Administrative and 'General~ Expenses'.":: : .. .'. ;"':~,c ... ~ 

..... ' .. A&GeXpenses. are those O&M:.expenses which;are",notto<' 
charged to a specific functional activity. In general, A&G.:· 

expenses are' 'the costs'- of·operating.:and mai:ntaining:'Edison's 
central off·ice and· district,' offices:; ,. along withcompanywide ' •• ' 
insurance costs', advertising,and 'other items',;'., ·The-:forecasting·.~, 
techniques for A&G expenses are >as·< varied.~ as. their':' functions ... ;' Our 
words·from·"Edison's- la'st GRC decis,ion·apply:equallY;.welL:now:·::.:: 
"Again, we find ourselves in the dilemma of determining a 

'- ;3:/ 

'. 
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,~, ~ r.. ,.... • 
..,; f.,~ ,,!.~) .... h' ~_ ... ' . .' _ . ~ '\ 

.reaSOnal:>le:,level~ of A&G 'expense '.,.",:2:.~:", The" conte'sted:.;.:;tssues:~ :are,:' ... 1: ',) 

found': in test·l.mony':byEdison:,:: ORA"-"FEA~ ,an:d:,TU.RN'~~~ ')') .:,,':' '~;'-';':' <:~, 

• 

• 

,We' will inspect;' A&G; account~indrviduaJ:1y/':p;':ying\spec:ial 
attention to-the influence·o-fproduct-.:i:vity.,We'have.'previously ,,' 
discussed Edison"s co.st Containment', program" which; adds·' to .. 'longoing 
levels 'o.f ;'historical productIvity~' 'Speclficad.justmen:tS:: ,will: ber 

made where ,they are j'ustified by 'ORA', FEA.;' or' TURN'~~·i./':.:' .:. "::') 

5,:'8.1 Customer Growth: ",";..., ,.;::' '::, 
. In' Edisonrs. ·la-s.t~:GRC'\the'.·Commis's-ion· c4pped::A&GJl'expens.e' 

increases £o.rforecast :growth in, numbers "of customers. .. " Edison now 
argues that<applicatio.n, of ·,4 'customer growth' fac.tortocontroJ:lable 
AGeG expenses' has' been · ... endorsed , .. 'bythe: Comm'ission", ,<and' Edison "S; 

A&'G co.st-estimates arebasec:r.:on customer growth .• 
ORA opposed: Ed'ison:'s'estimat'ion method, 'arguing :::tha.t: 0< 

tying A&G co.sts ·to- customer growth in -O.8:7-12-06,6;:wag.:· a" temporary 
measure until Edison could' improve its 'estimationtec.hniques in 
this GRC.· According to ,'ORA,. Edison·· has ignored' Commission·, 
instructions by estimating A&G expenses based' on 'customer growth.. 
ORA. further argues that the relatio.nship,between:.A'&G) experiSes .. :and 
customer' growth is very' weak, citinga"correlation>' study by DRA 
witness Cleason:· Willis. '. . .". ("," ',", , , , 

The evidence clearly favors. ORA'''s 'pos,ition.;''': ORA':s", .':: 
testimony: shows that for A&G:expenses from,198:2".through: l:9:SS'-,..;",; 
customergrowthcanexplAi.n: :o.nly 5-7:w 9:%; ··of thevariat'ion.: in;ru&.'.:, 
data ~ Edison responded'that . fordata·from 1'98:2>, through. .:;l~'8;6" prior 
to the Cost Containment :'plan,' 'the' corre'lation (,expres,sed "as~" _ .. '~ 
r-squared:in'a ·conventional·linear :·regress.ion) is .98;%:;.: .. " ,~:r,::,. 

'Our own correlation: studiesr ' using ORA.'s::data"forJ;9S2·. 
through 19'5S, show-thAt the:yeAr . thAt · .. ·theexpenSe WAS. incurred .is a 
better 'predicto.r' of A&Gcosts than customer -growth,'(:7'1.:.O-%: ".'J''"''.)''; 

eorrelat:i:on vs.57.9%.' forcustomer:''':growth');~ .. :Reqression anAlysis~ of 

I ".'"j" 
•• , .... , ~ • _ ~" f' • 

. . • ~ ,,' , ". ~, .1.. ·,r 0' " ,~.' 

, '. .. 

21 O.S7-12-0G6; 26 Cal. PUC 2d 391, 421 (1987) • 
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only .·1982. :throuqh' .1986· .data· against: the; .year, O;f::. the,' expenS;e.~.aq~in • 
improves the correlation·, compared: to.· ,.:regr.essio~,. :aga:ins,t lcus:tomer 
growth. "Finally,. correlation,,:do,es. not· demonstrate::.causality. 
It is possible that, although,·customernumbers,and".A&G: expe.nses: ,', 
ar~ both: growing, other,·factors~areresponsible.for.:ehe .incr~as.es. 
w~ can only conclude ·that the connection·:.betweenA&G expenses.,·and 
customer growth'is flimsy •. We' will ~denyincreases,in A&G:"expenses 
related to customer growth unless further connection .. can.'b~ sho~. 
5.8.2' .' Account 920 -Adm; nistrAtive 'and-General· Salutes 

No party objected, to Edison~s.use c>f>198,8 ·as· a:,1:>a59, year 
for A&G. salaries. Recorded expenses ,.in 1988: were $-118-.-;9·8:2 :million, 
the' sum. of costs in 16 functional cat99ories. Tc>.:.determine.,test,. 
year expenses we will make accounting·.· adjustments· for.mer.gar and· 
holding company expenses and, for. double· counting,.c>f ,executive 
'bonuses, subtract unnecessary costs.,· and escalate the:rema'ining.' 
necess6rYcosts forward to .1992 ... ·. Escalaticm will:,incl,udeor,dinary 
inflation and,productivity and· Cost Containment savings" :bu:t will 
exclude customer growth:.: ", . " . ,.... ,"' .... ,', , ., 

, '" • .,~ <.1 .' 

.5.8.2'.1-' , §xecntive J30nusAecruall! " .. '.,' ~ , . ~.- f '. -~ •• ::: .... ' • 
i. • ..• , .... 

Edison pays· ·Executive :Incentiv,e .Compensa:tion.awar,ds. ,', 
(bonuses) in the year following the year of· performance.) .In,l:~:a8 

Edison ,changed its. accounting procedures for bonuses from a cash 
basis to an _accrual basis. Differences. between· ,accX1lals,,:r_which+are 
now booked at 85% of the maximum .amounts,: and amounts.a.ctually paid 
are eventually, booked. to-' the account.. Thus .. :198-S. recorded: Acco,unt 
920 expenses included bonuses -earned 'in .. ,·19S7 but,_paidin;:·198.s~,and 
bonuses accrued in 19-88- but paid in .19'8.9., The-; record· .d~s: no:t, _':. 
reveal what adjustments ,were later made, tc>:the 1.98:8 ··accruals. 
Edison admitted that 198-8:. recorded expenses should be:adjusted::to 
remove the double -counting of, bonuses •. ;, Edison ,removed: $.1,. 7",: -; ".,:: 
million,. the cash bonuses . earned in.19 8 7 . TORN 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 
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amoun~ ,.is . arl:>i.trary until: ad j.ustments.. for, actual, \bonus"payments~·.are 
macie, •. , " .~ ,h r" ,:'." " '.':~.; •. : ...... i_j:~'· .... ~··, ,: .. ~. '.'1",:-,',',," I' 'I.' ',I.,t'/ ""'.,I~>.:~~'~\~ 

$. &. 2 • 2- , Executi vee Chauf.feUX'$ ,.", , .. > :':~':. . .' ,: t..'."~: ,~.'.,., "/:. 

<::. Edison, employs·, four" full~,time. executive'~chau££eurs~;who 
also perform security functions. The security duties,allow,Edison 
to deduct· the. costs ,0£ the drivers for'income':tax:purposes, rather 
than-show the costs' as taxableincome£or the.: four:;executives., The 
four:passenqers. are the Chairman'of, the.', Board''''jthe President,. the 
past Chail:man-: of the Board, and. the;.pa8,t',Executive;Yice President 
o£~:.operations. DRA recommended~: d,' disallowance,,, of., $.144 ,000 for:: the 
drivers., because Edison has.' not . shown., .a·· need. for' chauffeurs·or." 
bodyguards.: '" .... ,., , ,~;""." ""', ~ .. " 

We· will allow the. expenses. for. the active. ,employees,·. the 
Chai:cnan of the Board .. and the.' Pres.ident,in hopes that;the driver 
services will contribute-to productivity .. We will ,remove from 1988 
expenses the costs for past officers. Their· drivers are·,;,,,.,, ,'. 
unnecessary executive- perquisites. .~, 

5.8- 2 - 3 UnexplAined Cost Inc:teo:ses 'y ".;." 

TURN recommended removal of $309,000.from·198~.".\ .. ': .. ' 
Account 920 costs, arguing that a 39:.5%. increase, in corporate 

communications--one of. the:.:l& functional ·areas. in.the.::,account-::,~£rom 
198-7 to-.1988 ,is, not justified.. During, cross-examination.t: Edison's 
witness did not know the reason for the increase, •. ~: Edison,.claims 
that adjustments to. functional.'"accounts·/are ,unwarranted· whert,the 
FERC :account, costs as a whole. are: used . .: to: es:timate.·test, year 'J 

expenses •. ' . Other functional.: accounts, show decreases,: from: 198:7 to 
.198.a. ,:-..... " ,,';:' ... :'. c' • ' .• ; ,'. >.:: ,. ;': .. , '".' I'. ,'. ,::. ... ." 

• 'Inspection of the 16 ,func:t.ional accounts')shows:::that.?19a.7 
to 1988 increases exceeded 10% in three areas·:.e,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 reasonableness. 'l'URN suqges~s ... 1l.~.i~9 .. 
3.2%,· the.' customer. qrowth ·rate ,from, .. 1987 to· 19S8,,~:even..thou9h':TURN 

....... ' . 
• •. ,.:'. ,.'",:\.. :,~~'" '.,.~ ~l,::_1 ~:- :.~' .. :~ \f ~: :;,7" ,.: .... ~" (~ ... ~ . 

'"" l.~t'.~:,.~ ":'.::,\\: '\ '''! ':'~ r~ ,::; ," : .. : .... :::,;,i. 
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does. 'not:~endorse calculation- of;; A&Gi: 'costs:: 'based~· 'on:customer': growth 
rates. We will adopt a different threshold, equal to double·.'the 
average growth rate of controllabl&'·A&(;"expenses:.from:::l98:2-... thl:ough 
1985.'· This' threshold,·' determined.~ by' linear ,'regression of expense 
data, is 7 .3%. 22.,.~. ,:,:,.,--, 

wewill·red.uce 19'8-8 expenses for· corporate-communications 
by $275,,000·, the difference between, the .. $1.l7~: mi'llion 'reeorded: in 
1988 and 7.3\ above the $S42,O'00;-recorded:'in 19'8:7:tin,·'19~'$·);.'>; 

TURN' also recommended',' a,· reduction of'.: $.7'9 2'rO'0 O· in: 198-8:' 

costs for executiveoff-icers." because: Edison has not just'ified- the 
19.3% increase in that area from 19'87 to 198$., We deny th·is· .. ·~, 

adjustment because the 1988 recorded amount of $S .86,6, million:; will 

be·reduced:by $2.2 million for double 'counting of· executive 
bonuses,·, moving: the base· amount below- the reasonableness;":threshold. 

Ed'ison ' 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·:QFccontracts • 
No adjustment is necessary." '.. . ... 
5.8.2.4 " Exec:at'ive' BonuSes, ' 'I~, '_1" I 

In Account 920, Edison has included $1·.8'-14 m'illion' for 
executive bonuses, the' portion': of: executive·compensation::)t·ied': to 
annual performance. . DRA- recommended: removalo,f:' these' expenses': from 
1988' recorded data,', because: (l)'bonus plans;<are,~aimed~:'at '~'; : "',, 
corporate goals' anct: objectives··Monly~ remotely: related: too: improving 
or maintaining' the qual'i ty' of: service to ratepayers, M: "(2:) ::' removal 
is consistent with the Commiss·ion"'s denial of;'a management:"':··,,:,:,· 
incentive plan for PG&E, and (3) in response to a DRA data request, 
Edison, refused: to.' provide'; det'ai'ls on the performance; ratings of 
individuar'executives'.'--' ",::: .' 

" '~'\., \ .', 

., ,> .. :: ' 

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

• 

• 

" 22:', ~)Regression analysis':- shows'~ -average A&G-'growth:)c>f:.: :$6,:';:928, million 
per year, using data from Exhibit 205, Table 9C - 3,. This growth 
rate, divided by 198a expenses, is 3.6-5-%. See also Exhibit 29, • 
Account 920, Workpaper 0020. 
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'-:: DRA also cited>documents.prepared:for. a;:, CACO: workshop', on 
management bonuses. Edison objected to use of workshop;~oeuments 
which were·i.ntended to,be· conf·identiaJ:,~' outside~he'workshop. The 
ALJdid··,not: recel va' the ,documents.. into.; evidence ,'. and :we~,will. not 
rely::on: then\;:now. " "\,:: .. ... ~~, ;";"~'~:: .'i ... ·:::...::··,.~,y::c: .. ::.<:, 

,;: ·TURN'supported"dis~llowance. of: executive:: bonusef5;.,.:. arguing 
that :tbe: 'bonus, pJ:an:should' be .. self-£unded .out,; of ,the','benefi ts"' that 
flow. from. the plan. 

EdisonvigorousJ.y opposed, '.ORA:';s:~ .positi:on,. : arguing) .that: 
(1) executive 'bonuses are widely used in-"industry:. and-, are necessary 
to, attract and retain ~pable:.executives;,. (:2): ORA: mi'sinterpreted 
Commission '-policy on· use 'of' management ,incentives, (3 )<)total. ,:::.\ 
compensation '( s.ala-ry, bonuses, and benefits). is.. difficult: to,·, , .. 
compare: .among ,companies., and: (4.): ORA;' s::: 'own· ,wage' and' salary:,I$tudy 
shows- that·Edison's executive cash' compensation:' tsal:ao/:~d::­
bonuses,. excludingbenefi ts ): ',is, .below' :a'V'erage compensati:on' levels 

. for major electric utilities_,:, '.; '. :'. ':: " ;' •.. ,';r~ . : .. :':""";:'J" 

, We confil:mthe' position 'announced'in:'PG&E',s GRC'i:that.:;: 
there is. a place for executive'bonuses':in utiJ:ity,management .. If 
we were to:, reject the"'bonusesr·~Edison;m.ight'·X'equire ,higher>,. 
executive salaries. to of,fset 'the los-t, bonuses..':· Our principal,:, 

. concern 'is, adoption" of necessary'expensesv·.for,.provis'ion'o'f;:sa·fe, 
reliable' service at reasonable,. ,nondiscriminatory xates ".:'.' We­
d.is't.j.nguish 'Chis. GRC fromPG&E.',sGRC.;.· , In: ·D .. 8:9·-12 ... 057·~~YWe.· 
endorsed the concept- of management ineentives,.~but,.we<,denied': ., 
fundinqabroad-based program..' that iwould· haveincreased~PG&E' S· .. 
expenses above a reasonable company-wJ.de A&G· expense,:,.,l:eve);., .·In 
this. ., case :we must. decide' whether, 'past expenses' were::. necessary , and 
whethe:r to-."cljust, base dAtafo:r purposes.. of escalation: into·,.the: 

test year.. We"'rejec:t,DRA'S argument -that its adj,ustment:.of, -,~<,; 

.. ,-. 

23 34 Cal. POC 2d 199, 254-260 (1987) • 
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.::.: :;We" give little) weight .:to: ,evidencfr on:~the' ,rank'of rEcti'son I S 

cash compenS4tion 'among' other:. corporations', uti-lity.. or),nonu.ti:lity .. 
Comprehensive comparisons are simply not on the,record'~:: despite- our 
instructions in'i Ed.ison;s,last'GRC",~4 ,.:The,most';notabJ;e omission 
from, measures., of ,exeeuti ve'compensation is': : noncash: "benef'its .' ;. ,ORA 
testified that total compensation comparisons. ,-are-: difficu,lt,., ,but 
Edison witness., ,Carl Jacobs, was· more:,; optimistic,'. ,:::: ,:, : __ < 

... 

• 

We:.dre left with ,two' iesues.: .. ' (1) the:qoals: of),the bonus 

plan" MeL. (2) , ORA' S discovery.problem'~.,· 'Edison" 8' executives, :are' 
obliged to pursue thelong-term."goals of <both, shareholders:: ~anci' .. 
ratepayers. . Which are served .by executive bonuses;?' . For ·the-,:·::·, 
answeri'we. turn to the performance measures;used<in'Icarxyinq·, out 
the bonus,proqrMl,' specifically the".testimony 'of Edison,:witness', 
Noonan;. 25 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: .D'irectors:; (3.)-; other:~company 

meas.ures include CostContaimnent .results', ,servicequality;,,: ~and 
organizational', effectiveness r ·, (4.):' :service qual·ity.-measures, '.inc-lude 
customer,~owth, cost per neW:.eustomer,,; and: customer 'response' ·t'ime, 
but there "are , nosetstandards~ ('5};~~t "is uncertain whether:"service 
reliability 'or ,pUblic' safety are 'inel-uded ,as,' serv±ce',measures';,'and 
(6-)' reasonableness of .rates, .. andperceived~ rate~ciiscrimin~t'ion: :are 
not included',AS,bonusmeasures_ :;",,;',;,~; . . ',,"'(,:. , ;;~,.;,,~(.(, 

Edison- does not· separate; .shareholder .:a.nd, ratepay-er;~90als, 
cl'aiming that the various,,-bonus plan .'measures'. all, :produce:·benef.its 
for both..' shareholders a.nd' ratepayers.: '·Althouqh::::we',':dis.agre~ :.with 

24 26- Cal. PUC 2d 392,457 (1987). 

25 Tr. 15:1136--1146. 
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'';' ORA's characterization:.that·,_ bonus~· plan goals,: are~:(unrelated. :t~,:,: 
ratepayer: bene£i ts, . we alsO:",d·isaqr.ee withEdis.on'~ s:r.,grand;l,c:,laimr· that 
what is good. £or.shareholders;,is" also good·, for::ratepayer~.;.;,,;~; ... 
separation· of bonus. plan: 90415 .. ,is, dif:£icul t,· but .we, are .,s:truck by 
the lack of . company"measures. directed: ,specif.icallyat:"ratepayer,; 
benefits.,' . In this respect, ,Edison·~s .bonus. planis ... simi.lar to ... .:., 
PG&E's plan" ,for which: .. we.· .stated that· benefi:ts" are '''ovex::whelmingly 
weighted in favor of. shareholders ..... 26 We' find·that-:. .. ,,~(;l:) bonus,' 
plan measures. do not provide adequate incentiyes .£or,sa£e ,,': r.el,iable 
service at reasonable, nondiscriminatory rates.;:: (.2;) reliance on, 
Board of Directors' jud9l1'lent and. absence ofspec:ific: .. standards 

" diminish the fairness and, effectiveness ·ofexecutiye. bonuses:i and 
(3) the need for and effectiveness: of: ·the.bonus-.:plan., are·.·.obscured 
by lack· of ,rigorous program'assessment, and· failure to-. pro.vide: D;RA 

with measurements of . individual· perfo:r:mance.. . '. "" ' .. ' 
Considering these-factors, we find:tha:t.only) one.~third of 

Edison's executive incentive payments were. necessary. in ;19.8:8-.. · .. This 
is ·a judgment,. but a judgment ·required· by ,the' ;circums,tances of . the 
clispute before us.. We will remove $1 .• 2J.0 ·mi11ion£rom;,19;Sa. . 
expenses· before escalating. recorded. amounts forward~ "to;:.the .. ,test. 
year ... '. We remind Edison, that we are-not disallowing the .plan or: 
denying the effectiveness of ·executive .ineentives·~ .. · Ra.ther.,.we are 
assigning. to sharehold.ers the: expenses .. that Edison's. ,executives use 
to pursue' shareholders' 90als .and objectives. .. 
5.8-.2.'50 Rate Reeovery of- WMSE Expenses. ., ' " . 

. DRA reeommencled.. excluding from ·A&G expensea., :$5:5-&/'000,.' 
whieh Eclisonrequested. .for .. its Women. and· Minori:tyBusiness.~o., '. 
Enterprises (W,MBE ) program·. 'I'his' is: the . recorded.; :1.98.8- .w,MBE: amount, 
comprising $346,000 in Account 920 and $210,000 ,.~Acc~~~~,_,:9,,2~, ~ 

expenses.' Edison, requested, that the.19SS amount:be·escalated to 
the test. year,' without incremental expe.nses for':incx:eased.~prO<Jr.am 

J" \ 

,~, . . ~ .... !..,.... ., ~ I " .. 
'"" ,! •••. , 

26 0.89-12-057; 34 Cal. PUC 2d 199, 159 (1989) • 
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scope. ' DRA "supported· its posit'iQn"~"by; citing. O·.S-9'-'O,8~O'2'&'::,in' whIch 
the Commission ordered that WMBE· programs shall,: l:>e'cons'idered~',in 
annual, generic proeeed'inqs which' add:res·s· polic·ies',.~ practices:;c .'.1. 

procedureS., and costs for' all respondent'utilit;ies.JEd'ison:·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 0·£",19'9:2:·' expenses'': ,. ~;;. 

Edison payments to a WMBE information clearinghouse. are protected 
by a·memorandum account· authorized: in, Resolution· E-:n'3:3:,.;:·approved 
on· March 22, 1989.: ~",:'. ,",.' .... 

We agree with Edison that it'should'have'the, opportunity 
to recover reasonable 1992 WMBE expe:nses.., The 'issues' :are:.when. :and 
how- much.:· Edison requested forecast- test year recovery:- of .~ 

escalated.: expenses from' 19-88-.· The record:"evidence' on .the·:::· .,: 

reasonableness of the $55&,00·0 in: 1988' recorded' costs::,is:.:skimpYi 
but much~of that amount was direct paymentstotheCoinmission­
approved clearinghouse, over which Edison'has littl:e':control~, ~·.We 
also accept that· clearinghouse- ,payments' are increasing:' ;as'more' . 
businesses qualify for WMBE' status'-: Thi'sinformation:is ~"'dequate 
to justify the test year amount. 'We' will: grant Edison's·reques.t, 
but with the reminder that','Edison'willhave· no: further opportunity 
to recover 1992' WMBEcostsin· other proceedings.;' " ,'. ";.\ ",: 

. The' anticipated 'generic proceeding': should ·eventually-be 
opened in time to address 1993 costs.' We' intend-, th~t attrition' 
year 19 9 3 and 1994 WMBE expenses . wil:J:J:>e . .superseded·' by. orders:: ,in 
the- generic proceedings. We will· 'terminate·expense:.:entries into 
Edison's clearinghouse memorandum account.·· Further ~debits "are ',,' 
unnecessary under forecast'test year ratemaking·~'."i' . ,,,;':;. 
5.3.2:6' "SmrlmaX-Y:·' . ,.,'1 . " • ' ... ~"". .':~,>:~~::.:; 

;.,. , ') After reduction;' ,for:: {l '" executive' bonus:,"accrual":', ;0;:::','; 

(2)exe6itive chauffeurs,' ('3) unJustified corpOrate :commun:ications 
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. 

-'4S~-

'" 
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5.8.3;, '. Account...921 _d Office', SUp,plies· and; Expense!: . 

. The first of·, two disputes'~;concernin9 Account .. 9.21:,is the 
$210,.000 in' WMBE expenses' recorded. in- this account~ .. : 'l'he::,i·ssue .. :was 
resolved above, and no- adj.ustment·:to-recorded".,198·8:,costs",is,. 
necessary. Escalation to test year expenses, will",::be .. the..)s.ame:: as 
escalation for Account 920. ' -5eeond""in-·its testiln0ny.~yT.~ . .:~isted. 
$6·15,.000- in' A&G.expenses. rel:ated,.to·Edison~s holding::.:company 
activities.27 Edison agreed to exclude',the- expenses .. ,:from .reyenue 
requi.rement. During hearings TORN· i"<lentified· an' additi~mal .. $6,7', 000 
for the printing. ofstoek: certificates. . .That."~ount,,,has.:·been: ::. 
removed from authorized Account 921 expensesw ','\(: ;: .. '~. ;:.' -," 
5.8.4' ACCOunt 922 .- Constructi,gn Overhead, " .'.' .. , ,',.". 

Eclison accumulate5~capital. costs·for,cons.tr:uction,.: .c· 

projects in project work ,-orders., Included, in constJ:'Uction; costs 
are"overheads for. administration, in,:,this·,ins:tance:. A&G:.lab:or .and 
nonlabor costs charged to Accounts 920 and 921, respectively .. '::'.As 

these overheads are: assigned, ,to-·construction·. ·theymust be removed 
fromA&G· accounts, ,wh-ich., . .is,.elone-by: crediting .Account.9:22 M,· •. .: • 

.• ORA. and. FEA disputed the"percentage that, . Edison·:, ,used·, to 
credit the transferred. overhead. Edison uses ,17%.,; based.··,on· an~. 
"ef£ortstudy" of 19'90 organizAtional, ,budgets·.' .' ,Edison claim~d:. :that 
17% is _lower .'than historical. rates.,due to reduced· c,onstruction.,(. 
activity.' ORA. And. FEA reeommended .. ·20%, based- on the;' average .,of 

recorded percentages from 1982. through~1988. '., ':. , .. :: .. ;' -'.:;. 
The evidence shows :that trans. fer ra:teswere,.in,.the: :2.2:t to· 

24% range in 1982 and 1983·, then s~~il:izE!cl",.aro~n~',:20~):~:r0Irtt.;9,?-4 to 
1988. We- w:i..ll· adopt a trans-fer. rate:, .. of~ -:19 .• 78;%" ,the/h-istorical 

.' average for the five stable- years c,from·198:4;,thr.ough .1:98:S::.? ,~or" 

ratemaking pw:poses,·· Account. 9 22 credits will: ~be:, £or,ecas,t, at) .:the 
adopted,tr4!lns£er rate times ·adopted·Account,..·9:2 O· ~and; ,9:21 ,expenses • 

.., , , .. ' \.' 

27 Exhibit 41S, Attachment A. 
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We Are, sympathet:ic . to; '1:d::J:son", s:' Argurnent,.,thAt,.~conS:truc:tion 
. is declining-", but the eVidence·on,:·net ·plant '. add'it:ionS:' and overAll 

, A&G trend's," does' not" support: Ed'ison's,'lower' rA~e :ofl7,~. '·.:'l'he~ e:f.fort 
study" which:' is-: not· inevidence~, was apparently . based:,on."budgets, 
not 'actual:: accruals .. .. . ,.'.' ," " 

5-. S. 5 ' ' 'Account:· 92'3- .;.. Outside·sexyJ..ees.' 

Edison based' its:<requested expenses :for o?'ts1de';:services 
'on the averAge of· recorded'~'costs for:,·three years from .19~6::through 

19:5S, adjusted:' to- remove, merger-related', costs •. ·· Edison'exc'luded,' 
data from> years prior 'to 1·9'8:6- due, :to 'exceptional:'lyhigh:' legal:.'>costs 
for antitrust proceeding8:~>: .' ;"" '>:' . ,'. '::',' ':, :;,' .... ,); .," 

DRA accepted:.'thec 'three-year ·average .. ::£o·r_; base,:ccos:t:s.'::but 
reeommended:·o. Cost Containment: reduction.;; ~:: TURNrecommendecl a 
$422~ 000' ,reduction 'for:unexplained~ :increases in"engineering) :costs, 
simil:'ar· t~ its 'reduction· ·for corporate communic:ations:·:incAecount 

. 920·.' ' .• ,:;,.,. , , :' ...... : ":':>':" 

We'· will,adopt·: ·the:· three-year·average.~ ;for:' 'base' 'costs ,.'. :, 
reduce' that-amount for CO&t:-. Containment,.: :and,' escalate: 'fo'rwo.rci,to 
the test~ year.Werejec~·TURN'S:· adj:ustment.: ',Account 923 overall 
expenses' are based on mUlt'iyear averages, which ,do,not 'show:' a;; ':" 

long-term inereasing trend, unlike' Account 9'20 expenses~, ~which 'are 
based,: on: a ·single· year of data, within.·an:increasing -trend •. "" The' 
three-year base amount· (in' real ~dol'J;ars-" for. Account: 92J.~.:l:s.about 
lO% higher than costs. prlor: ·to. the:: ,three~year ·baseperiod.::: "'rhis 
increase is tolerable within, a relatively s-tab1e FERC account .. 
S.8~6Account92'4 - Property Insurance 

The majority' of Account: 9:24' costs are' insurance premiums, 
which Edison estlmated~ based: on 'brokers." advice:, 'trade, :publication 
information;': 'and Edison "s' own judgment ... ·,Premi\ll1\S:':equested for, 
1992 are abOut l%. 'lowerthanl9,S:S:'-premiums,in rea·ldol:lars:~::~:.,,: .. 
Edison'S test year requests for labor and nonlabor property 
insurance costs are escalated values of 198:a recorded costs" 
adjusted for customer growth., "' .. __ ."' __ . 

.. 

• 

• 
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ORA accepted Ed-i,son ~s~·prem:ium.,eostseS:timates,):\but' .. ·:· .J' 
recommended -'that $118. , 00,0 in:;erime: '-insu:r;ancepremiUIl\S) ::be removed 
from,.test year expenses.,because·:no:claims.were ~made ,.·f,rom<::t9SS"·,:·: 
through 19·90 and it is' 'unlikely .that"Ed;i;:lon willever:'experience 
crime loss : exceeding ~the' erilnepolicy.:deductible ~amount>;) :The 
policy coverage is $20 million with '$$00-,,00'0 deductible. :.' .... : ... 

Edison. responded' .that . the: insurance .is; reasonable':to· 
cover losses due to' theft,- robbe:r:y j:' computer and. wire";. fraud r' and· 
bonding .. requirements fortax-deductible:',~mployee 'benef-i t plang;,,;.,.: 
Edison.;argues tha.t recent claims history is. not.tndicative,~·o£,'risks 
and potential' lawsuits •. 

The ratio of coverage to annual -premiums shows ::thae the 
disputed crime insurance·is. ·intenclecf.:to.·· cover. sma'll:'probabil:i ties 
of .-high losses, which are exactly the.:·risks, that. short'-term claims 
histo:r:y··.cannot measure and,,:wh.ich insurance .shou'ldl cover·;: ~ Where", 
claims.trends are stable, self insurance-··might· be. -more ',reasonable, 
but crime insurance does not £all .into·this category.'::;·;We deny" 
ORA's adjustment. ··v" ... ·.·:: ........ , '0,' , •. , .•. 

, ",. H_C ".,'" •• ' •• 

ORA also·: recommended .' A" reduction.' of . $29:; O:OO~' ~to~_.upd'ate.-> 
Edison's five-year average .~cost. ,of:insurance .. reserves:~ We. will 
make ·that adj.ustment. -, ,'" .," , ~'-.' ,;":"""~': .. " 

Along. with conventional liabilitY':,andproperty .:insurance, 
Edison-purchases zoeplacement genera.tion :.l:nsw:ance-:for .its-::SONGS·.'and 
Palo.verde· nuclear plants .. "\ Annual·premiums· are about $1.4cnU-llion 
for SONGS ·P·6 .. 7% ownership .share). and . about $0.8 'mi11ion..:,for:.;Pa:lo 
Verde : (;15. 8%. share) '. We will allow these'expenses:,:-, .but ,.in:: ±ts: . next 
GRC Edison should j.ustify .the· dispari"tY';in: .premiums .'for:,th& _two •. 
plants. We ,note- that replacement generation expenses:. ... arenoW"borne 
completely by ratepayers. Therefore,. in .the event.a· .. :claillL.is<ever 
pursued under· these- insurance ,policies, insurance' ::awards should be 
returned to ratepayers through 'ered'its to· the ECAC:('account:.~ .... ' 

- 48- -
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5.8. 'Account 925- - Injuries and "Ppaqes . -, ," : .. ',':.,,: . 
. ' Edison's .testyear.;estimates forAceount·9·2S,~;wer&,. 

developed ·.using the S4me· teehniques.· ,that .wereused . for Aecoun.t·~9·24 • 
. DRA again accepted Edison '$ .. estimates. of. insurance ' 

premium costs, butDRAopposedEdison '.S calculation:.of : insurance 
reserves .expenses.. In eompilinghis.toricaldata, Ed.i::son:used ,.:' 
reserve amounts set at the time.claimswere· fi'led;;·which would 
often be reduced. by the time' payments were; actual,ly made,;;... ORA ,.' 

requested. supporting workpapers, . .but. Edison had discarded· the ." . 
in£o.tmation~ .. DRA calculated reserves based . on .. actua:l.~payouts. and 
recommended a $4.460 million reduction in ,reserve:cos.ts~· :Ec:lison. 
conceded the adjustment.. 
S.8.8Account 926.1 - Beatth Cere "Benefits ' 

• 

·Ed.i.son's health care costs·'ca~·be eonveniently. split.into 
administration cos.ts. .( labor' and nonl'abor ) .. , . externally 'purchased :' 
services (health care providers.,: health maintenance organizations, 
dental plans,."and,:vision plans),. and .post-retirement:benefits·other 

than pensiOns (PBOPs). .".,. 
5 .. l.8.1 Administx'ationand " Pqchased···5ex:y;ices, 

Edison estimated administrative. eos·ts. . based .:ona 19S'9:' 
base year, because in 1989 the company made significant,cMnges>to 
the health ~ eare programs under its::contro,l.. '(lIealth care costs 
were actually ;lower 'in 1989'· than in, 19'88:, ·a· result·whieh:we" :.: ... 
commend.)' Edison then escalated, ·,labor . and , nonlabor . costs:' forward 
to,·thetest year, including adjustment ,'for' customer ; grow.th~': Edison 
estimated purchased services. costs, based' on heal:thcare·:.inflat.ion 
trends,. specific .information·fromservice providers., '. 'j.'" I, 

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

reeommendations. from an actuarial:'·cons.ultant,. .. and, ::management ,: ... 
intentions toward,'use of the various. health'.plans.;· .',... . 

. In····its,·:original ,testimony"OR;A:·reeommended a,'.:.; ,'.,. '. ~.~; 

$22. S90million.:reduction in Aceount· 9:26·.1. costs,. .. comprisin9 ,;,,' ,~: 
$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. ORA'; used. later, :da.ta than'·:Edison·~used','in deriving 
its· expense· reeommendations.- ta'ison': reviewed;, DRA" &:~ l'ater :data .-: and 
agreed, to reduce its: requested-" expenses~<by' $ 6.:.:.753: ,mill :Lon;:: 
resolVing all disputes with ORA: except,: rate recovery of.: PBOPs." 
Edi'son disagreed' with· DRA "5 exact spl'i t ., of expenses' into'.,cost", ., 
categories, but agreed with, ORA:' S·· overall,/costs " for' administration 
and' purchaSed: services. :.: :.'-(;;':<~ 

We will adopt the agreed-upon, 'expens&.level-,for :-purchased 
servic:es., but: we will adjust ,the s.tipulated administration!'costs to 
remove escalation' related, to 'customer 'growth: from 1989",to· 1992.' 
ORA has elsewhere convinced us to. exclude-'A&G costs·.related ,t()<~.' 
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:' aneta' SS.759 million. 
reduction'in capitalized benefits." " ,.1 

We are concerned that ORA has. recommended' an' increase-,'. in 
administr~tion costs over Edison's:- reques-t"but. in;:testifying to 
the stipul"a.tion Edison explained that the. reduced:·, purchased ,,"_ ',' 
services ' costs,' will require "extra: administrative ., effort..:· ',We: accept 
this explanation.' No further reduction is necessary." 
5.8.8.'2-' PBQps, .' , .. , ' 

PBOPs- are' utility liabilities--principally medical.:: ~"'" 

benefits: for employees:, retirees,: and 'their. families--whic,h have in 
past years been paid by utilities:' on .acash: ,basis:; without setting 
aside:, fundS- to· cover future:, costs:, and ,without' ,reeognizing': the- " 
liability on 'financial statements. ,In December, '1,990, following,',a 
comment period, the Financial Accounting" Standards:Board~"(FASB)':, 
adopted" its-Statement of 'Finane ialAccounting, ,Standards NO. 106 , 
wh:.Lch revised:'the generally accepted accounting ,principles: for'" 
PBOPs. Effective January 1',>,1993:, corporations must,: accrue;PBOP 
liabilities while employees earn ,thebenef,its.,.· not',when),the-, 
benefits are actually paid. "'Limi:tectportions ',0£ ,PBOP ,funds are 
tax-deductible .• , 

,- ,:50 ,.-
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.. The, Commission: is investigating-; the':impaets; 0-£,:; this::.-" 
accounting :change< in I .. 90-07-037:}:and. re-lated': matters.;,; On:; JulY:' 2, 
1991 the. Commission approved 0·· •. 91-0,7.-0·06~" .. which decided:.issue5(:: .. on 
pre-funding of PBOPs,in order: to".maximize the-~accumulat'ion of,.: 
tax-free"'funds before deciding whether' ·full. funding:and:;recovery in 
rates of . PBOP' obligations·. is', in the~ best. interest$;,of . ratepayers. 
The Commission found that pre-funding of tax-deductil:>le--:PBOPsis in 
the ratepayers' best interests.... The decision authorized, but did 

not require,. utilities' to implement four. types,' of,. tax-free:: PBOP: 
funds: (1) an Internal Revenue' Code-:.( IRC}. S· 40·1 (h)'plan,(2)..a' 
Voluntary Employee Benefit Association . (.V'EBA)'. ,plan,,: (.3) , a:;. 
collectively. bargained·VEBA plan, or (4.). a' pension-benefit,;· ..• 
enhancement ·plan for pre-funded· tax deductible contribut·ions .• " 
Utility-owned life insurance . plans may not be.:used:..::·:,. " 

In this GRC Edison requested $12.6 m111ion-in" rates: to 
pre-fund. PBOP liabilities in a S4:01(h) plan . which .. it· established 

.. 

• 

in December 1990. Edison argued. that 0'.91-07-00& ,autho'r:izes rate 
recovery of tax-deductible contributions, and·a< fai1ure;to;.pre-fund • 
will result in a loss of tax-free-earnings •. The'S40·1(h'):,plan .. 
which Edison 'proposes does.' not cover all employees' .. ' Union:- members 
and certain key employees, -::.. small number of managers,' .are,.~: , ~. , ,.'. 
excluded. Edison 'intends that union employees "will'. :be covered by 
VEBA plans. The relief requestedi-n: the GRC is· for test:;year: 1992 
only •. Edison has. requested recovery of 19'90: and ,1991 PBOP/: : .";," 
contril:>utions"in Advice No_ 913-E,,;'fi1ed, Auqust,·lS,.: 1991".~ and;, 

. Advice. No. 9'17";'E, filed November, 1,:', 199'1. . Edison :reques:t,ed ·19:9:3 
and 1994 costs in A:..9·1-0S-066.. . ~. ,-.. ) ... ~". ::~"'.'.:'~.~:, 

, DRA' s posi tion.changedduring the- course. :.of .. Phase: .. ~: in 
this. GRC. 'In. its testimony,.. ORA·'opposed rate recovery ·.o'f~: PBOP:'.~' 
costs., pending . the outcome of I •. 90'-07-037. " In i.ts" opening_ :Dr.ief, 
ORA acknowledged 0.9'1-07-006 and conceded,that Edison··cou1d,:-reeover 
POOP costs once the evidentiary requirements .ordered·-'in . 1>. 9)1~0·7~00& 

are met. ORA's reply brief argued that Edison has>.oveJ":estimated 
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the'~maximum amount ·that: can:' be'~ contributedte>,the-: S 401th) ,;plan', 
because Internal Revenue Service (IRS) re9'Ula'tions28 set::'.the ·limit 
for the.; s.um of'S. 40'1 (h.) plan.:. and '-life} insurance COS.tfk combined. 
Edison ,has: calcu'l4,ted,:the' lin\it ... to.be:>:S16:.2 ,mi'lli,on-, but,:~has:~not 

, subtracted life insurance'- cos-ts. to.determine-:· maximum contributions 
'to.- the S '401(h) 'plan. ,Therefore-, rate· .. reeovery, should::, be: denied 
until"a proper calculation is made. ,Edison,testified that".ne­
deduction is ,required: by the regulations. :>;,;: <,,: '. 

-,;FE,A opposed: recovery of,PBOP', cos,ts in~rates".· claiming 
that 0.91-07-006 authorizes recovery.,on:ly in Edison's: next: GRC, and 
that Edison' $ proposal is ,unreasonable/because it" uses union 
pension contributions as the basis: ,for pre-funding·. PBOP .: .:', . 
contributions. made under a S ,'401(h)p'1an., which explicitly::excludes 
union ,employees. FEA argues that ,if,. pre-funding:, is approved,. the 
amounts: must· be limited. to< 2'5%. of total' .PBOP' costs~ annually, : rather 
than 25%:' in the aggregate :since the- :S/'40'l (;h.) ,plan was,sta~ted" and 
that, $4~3 million~ should ·be excluded because- that ,amount:,.is ,for: 
past service credits, which. areineligi~le for, funding,-. under:·,:the 
IRC. . .... ,:.",'" ,,.,, "-:::', ... ' .. ,.' 

We concur with Edison'S general intention·tO:': maximize its 
contributions etO. tax-exemptPBOP' plans. -: ... ·0.9·1-07-0 0,&- founci~·:that·: 

pre-fund'ing W'.ill reduce long-runeosts .and is . in- the.: ratepayers.' 
best interests. However" making contributions .. :.andrecovery;in., . 
rates are two,separa~e steps 'inthe- process.; Orde~ing,> P.aragx:aph 5 
in D.'9'1-07-006 clearly states·e.that~:Edison can~ seek.: rate-: recovery of 
PBOP costs in its next GRC or as an increase in margin,,;r.under.·the 
ERAM,' and Edison'5 request in.. this. GRC ;is ·for.:an',-increase in 
margin. 0 .. 9'1-07-00& antieipated, :thedistinction .. between '., ~', ".; 
contributions and .rate recovery- by authoriz·ing.utility, memox:ancium 
accounts. for booking of costs. -in :advance-.o'f'rate recovery;." ::W.e:::::: 

'.," 

'. ,>.. 
.' .... ' <: ' .l ~_ '" ,.IT 'I J 

28 Internal Revenue Regulations, section 1.401-14(c) • 
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reject: FEA'. s, argument th.a.t~ D'.9:1-'0 7-0 0,5" prec'l udes:: rate~: recovery' in 
thisGRC.~· ,': ,,'. . <, '!-' .:; , .',' !i' ,.'.: : :":.' .•.. ; :": ,: :;:. : .•... 

. ::::·'.:.;;Edisonhas . made efforts.~to.comply: with~::the fund'ing and' 
evidentiary requirements- of "D.9J.-07:-00&",but )two.issues.:,remain:::., 
,relating:' to Ordering' Paraqraph:'7 , , which· requ'iresin·. pertinent:; part 
that' Edison; s S 401 (h): plan: be reasoMl:>l:e. First V as:~ FEA points 
out, i5--i treasonable . to· use union pension. costs _ to' "j;u;5ti:fy.: a- plan 
from which union employees.. are. excluded?-< Second,. ,has' E<i1son;, , ,. 
incorrectly calculated' its maximum'S 4-0-1 (h) contribution by failing 
to· subtract life. insurance costs.?: '\ :. ; . 

The reasonableness.-, of . Edison ' s plan "to ·use· .union.·. employee 
benefits ·to justify contributions to the, S 401 (h.).- plan'has-: twO' 

'elements.: fairness to.' union employees., ·andpos-s1ble-. overfunding of 
the S' 40:1{h) plan. Edison'. intends that~ PBOPs' for,union:.employees 
will· be . funded: underVEBA plans, , but~ it " uses· union: employee-~ PBOP 
liabilities to calculate contributions to the S, 40'1(h), plan •. ' The 
VEBA plans- are not complete and are the .subject'. of collective . 
bargaining.-,: 'PEA' hints that: this is. unfair to union workers, "but we 
disagree. The Commission's duty is to authorize reasonable ';'" 
expenses for employee eompensation.:·.as.a who1e-,..rithout 
mieromanaqinge the distribution of employee salaries ,. ~ ,wages,'.' and, 
benefits.' Union employees. should-· recognize that. Edison:,:s'~·earlT. 
adoption-' ofa $401 (h)- plan may achieve certain tax: savings .that 
will' not accrue to union.'members until·theVEBAs, are,·in·'place-"."but 
we will not'substi tute our ',judgment" for ,the col'lective'barqaining 
process on this is.sue~ . '" '. , .- .:-. ", ." 

Edison has. testified that. pre-fundinqis' only.a. small 
part of its PBOP' liability. . Nonetheless., wEt- are concerned, ,that': the 
S 401(h) plan could become .overfunded;.: relative to' . future:PBOP:.:, 
obligations'to. unrepresented'employees_This: might happen~ ,5;£:,:" for 
example, full PBOP funding is not eventually authorized in 
I.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 2 that ,are assigned~:to unrepresented employees .• 
The:. record., ,.d.oes" not reveal the likelihoodr~o£ :'overfundin:g ,~o.t'", '.' ,; 
unrepresented'employees.. 'Nor' is' the record,absolutely:.elear,.,about 

reduced S 401(h) contributions due to life insurance costs.:" . .:::, 
For these reasons, we deny Edison'5~.request'.~f,9.,;).::.at.e .. ;' 

recovery, in 1992" of 19,92, PBOP. liabilities..we.·encour4qe Edison to 
take advantage of -tax-deduetible'PBO~: plans ,·as.long .. as :;plans. : for 
separate: employee classes: (union or ,unrepresented). :are:,~not·, ',: :".' 

overfunded,. consl.stent with. Orderin9':~Paragraphs' 4 "and 5~"of::·; 
0.9'1-07-006-.' Edison should:continue·to, record,.19·9.2 ,PBOP,;costsin a 

memorandum account, as authorized' in 0'.91-07-006" :untiL'Edison,',s 
next GRC or further order.: in I.90-07-037. .' '0. ;., " 

5.8.9 Account 92&.2 - Pensions and Other Benefi,t8:,-" ,' ... ' 

Edison's overall expense·.request·,for pensions 4lld 
benefits. '(exclusive of health carel.in" 1992 is, $97 .397·million,. 
which is:.' 15.51% above recorded: Qxpen-ses' in.1988. :>, .This.::increase, is 
very close to adopted esealation: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',;.itsc,request 
into five"major areas,: one for administration; and four,.for.:.benefit 
plans: (1.) .. administration,. inereased::. by,lO,.S~. plus inflation::from 
198:8 ,to 1992', .. (2:) .retirement,.>,upJ,a..3%; in·":nominal,:dollarsJ' ,{3}, .Stock 
Savings J.>lan (SSP) ,.up 2S.0%.in nOminal,.do,11ars,.(4), ,disab~lity, up 

27-.S%., in nominal dollars r and':(5) ... life:. insurance" ,up:-:58; .. 9~:,;in .. ': 
. nominal:' dol-lars. ':All of the purchased services/, are:: 26% \ capitalized 
by Edison, so any reductions will: .ha'V'e-.expense-:and.:;r~te~)base,::;,,~ 

components. "" ... , :, ": ' ","',,, ," '.;' .. ::~._" .. ,::.::_'.:.,,,:' .,' ,:.-
I:;'" .. Inl9S9-Edison :began,a:,.flexible plan~,called::::SCEflex, 

which :'allows. full:-time·' employees •. to) spend~ .ut·ilitY":,,P4id, ,:..: flex:. : .. '. 
, dollars,.'" choosing from: :various 'programs for heal.th care" life::<:·; 
insurance ,dis~ility."andi tax: protection of. vacation.:.payments •. 

. Retirement' benefi.tsare ,not included., ,We have'~"no phi'los.ophieal::: 
objection toSCEflex, <but it, does.,:allow: ·for offsettinq.-::-o£,..,health 
eare expenses against non-health care expenses, at the employee'S 
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election;.' :,In . this ,-GRC, Accounts;: 926· ... 1·, and.; 9 2 6; 2c-haveE:been::trea ted 

separately :by ,"'Edison and ,the ,"ORA..:' .: In future GRCs~~ Edisonc should':' 
, provide':information on"this shifting,:;of benef'its.~;between;·:the':·two 

accounts .. ' >::' -,'," 

S. 8'; 9 ~ 1'" :'Administrl)ti2n': -' ;': '~ " . :':. ,r' ' .• '"'.: 

," , ' 'Edison's 'requested! administration' costs:: of $9.7'2·1'lmil-lion 

'were 'calculated using a 19S9;.:baseyear ,.:esealatad to,1992':<for: both 
customer·'qrowthand inflation~') DRkrecommendeda~:$2::.549')mi·11(ion 
reduction; of which about:. $O';.S.:m.i.llion, isattributable:~,to-' '.' . ", .',~ 
escalatiori,:based, on employee'growt'h:-: rather' than e.ustomer~ growth, 
and'$1.75m.i:llion is unnecessary expenses for, employee;~ac,tiV'iti.es, 
administration of an employee, club~ a cafeteria,.:' and other;,:employee 
welfare expenses .. ' '.,"'., 'I' !'.! ' .• ,\".: ... .'~ .•• ~.,~:;) .. :."'0::;. '.', .'",<. 

we,will authorize'test'year expenses:basecli.>on the 
undisputed'198:8 base year,escalated~ for inflation:only.:,::-·We,have 
previously,rej'ected' cuatomer, qrowth.ias.a . factor, in; ,forecasting., A&G 

.. 
expenses .:We· must also c reject' ORA's: reduction~,for ,employee-related 
expenses. ORA cited previous.' Commission ·decisj;ons,· .whieh.~ excluded 
c ha.rit able contributions: and expenses. for"a: PG&E~:employee': ":. '" 
organization. Edison arqued' that the ·PG&E~Or9'ani:zation.' was ': .. 
dedicated to charitable,' :'educational, .. and .social. :activities, and 
that Edison's Account 926·:.2 request ... does, not':inel ude:: expenses': of 
the· types previously disallowed'~ ;'We ,are: concerned: that-, Ed·ison:.~;s 
requested expenses-might- include'.: unreasonable:,;employee-related':' t; 
expenses, but ORA's showing'in'this area,.iS: ,conc.lu'sory:;;and".:poorly 
. supported , by the record:,: evidence; •. 'x: -":.", :"", ":",,, \ ;":.~: : .. : ::< '-::~ 

S.8.9.2 Retj,rement Benefi.ts . ::::;:' ';;:(:·C.,(,:.: 

. :::'·:Edison::based. its- :requested;'retiremene: .expenses on the 

recommendations:·: of· Foster'Ri9gins/ "an (actuarial:' consultinq ;fiJ:m.. 

Ed'ison requested· test· year retirement.· ,expenses·': of ' :$'53 .... S3'&:'mill:i:on 
(in' 1992 dollars),: after conceding··a, $18:4,.O,OOadj:us,tment;;;:",-: .. : ... ::':" 
recommended .. · by ORA relating" to.:'the·"ERISA/IRC :method"for-·calculatinq 
pension costs ~. ' Wi ththat·concession',.: thereis:.:no>remaining:",dispute 

.. , .... \ 
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over the propriety of the ERISA/IRe method~_',' It: ,.:shou<1d~:~b&';.continued 

in the' future. > DRA has.; no', 'further:, 'alsputes.:, wi the Edison over 

, retirement: cos.ts. ' 
, ' ,", FEA recommended" that,Edison",s test; year" retirement,:, costs 

be-recluced:,by.'·$2.2S.0million''''$r~:86S.'mill'ion ini,expensesL':and(',: : 
$ 0 • 6s.S. m.illion, for· the' 2 &%capi ta:J:izedshare;.'" ." PEA' c itea four::'" : 
reasons· for,· the:: reduction': •... .' (1) ,use o·f· 5·. 94~ as:~ the appropriate ,~: 
"'normal~ 'cost'rate,'" based: on a, downward: trend .. of' recorded",;data'£rom 
1986 'throuqh 1990, (2) reduction' in :the nUl'Clber:o,f.,:employees:,c.based 
on recent recorded data, (3) an inflation error, and .. ,_~ ''''. ~/ I • 

(4) unnecessary expenses £or'un'furided:executive,retixement plans. 
Edi'sonf;Lrstresponded~ that' the normal cost rate:t:rend'wi'l"l,:;not' 
continue'. Edison' based~ its:.: expense ,request on·, a rate of': ,6 .14%;,:::': and 
an actuarial study introduced on' rebuttal forecas.ted, a,: 6,';':3'5,%" rate 
in ',1991. Second~employeenumbers-,will rise to forecas,t: ,levels>: as 
vacancies held open in anticipation 'ofthe, Edison-SDG&,E;merger are 
fill'ed. 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. . ... __ 'c ""'. 

n' .",' ,. ,; ',' ;. ,_. ~ '. 

'We"wi'll aecep~' Edison's use of ,6:~ 14%:' for the~normal'"' cost 
rate.' That19SS rate 'is the lowes.trecorded rate in: recent·'.years, 
and Edison"'srebuttal, evidence' .successfullyrefutes.' use, of;. a,', data 
trend in this instance. Wewill',also accept Edison'slexplanation 
for recent reductions in the number of employees'. ,,: ;Edison\, a's.sumes 
zero- 9X'0wth'in employees: from'19S8:to 19:92'~ Werej.eet FEA's 
claimed, in:fla tion· 'error because ,1 t: ·is :inadequately: explained.. We 
adoptFEA"s . recommendation, regardinq" executive retirement: ,costs::': 
Edison has: not justified' its- claimed ,connectionbetweenexeeutive 
ret~irement anctlabOr costsrEd·ison."s:sugqestion' that executives 
are ~xempt from routine discovery, requests',: further convinces: us': 
that Edison has not met its burden of proof., .." ",,/,:,: ,:', ' 
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. ..... 5.· ~.9,-~·~ .. Stoek, Sa~ngs" P·lan·.'. '.',.',;' ..... ' ," ... -::~~";:' .. ".'" . 
_ _ ~ ..-- _ ~ _____ ~___ ___ .. _ " __ ~.1 !'.~ I:'~. \rI~;r :.r.~,·.:"''''',:,.:,''''~~!' ....... ~~,,,',:' '.:'.,.'r"'.~ 

:,' -'-~I .:'EdisOIl:~ ~eeks $21:. 6;73,.mil~lion~.,(in·_.199;2:: dollarsJ;; for:: its 
SSP, based on 1988 recorded expenses plus cus't.omer',.g.rowth~.and~1abor 

._. inflation'. __ , DRA·,.be-lievestha't.."l9:Sa., expenses should .De, escalated for 
labor infla·tion and employee:~ ,g:rowth,.·.ratherthan:~cu~tomer.J :qrowth. 
Because Edison'.s employee growth: rate is: zero,'DRA·.,recommended·' a 
reduction _ of $1 .• 818 million .. from Edison's request~:: ~EA~ also :.' .,. 
recommended-, rejecting. escalation. for· ,customer growth·,.-:.and;' .further 
recommended. a $2.2'35 million reduction· for reduced~ employ~ . . 
numbers. .' _," ~ • -. ..,: >: ,1" '~ 

. We. have previously .. dealt, with customer ·growth:-and· . -, 
employee ·numbers.. we-- wi-ll ,adopt test; year., expenses .. for. the-, SS~: 
based on a 1988 base year·,·and adopted· .labor .escalation :rates.,· ,.We 
deny !'EA's adjul5-tment for employee numbers.. We·w11l.not:,:filld that 

_ SSP- costs should be tied to: 'numbers .ofemployees:,r·as:DRA.sugges,ts, 
be-cau'Se- the . finding is unnecessary..-

. We' nO't.e, 't.ha't."',Edison' reports its. SSPexpenses.-' as, .. "o.ther" 
cos't.s· in Account 926-.2, .a· term generally applied: to- expenses;,. that 
are not sul:>j eet to- labor or nonlabor. escala't.ion-.",' None:ehe.less,' we 
will authorize labor escalation· for . the-. test· year ·because' .. of.the 
obvious connection between the SSP: And overall labor ,;costs. Edison 
contri:butions. to the SSP are based on-. percentages: of employee:, 
salaries. Use. of the. "other" .. accounting,category ·prec-ludes~, 
attrition year .increases ·for· the. SSP. ',' 

5.8.9-.4 . Disability, '-(; '-. .:.'." _ .. ; <':;'0 . 

. ,Edison requested ,recovery of· $7 .. 795r·m.illion·J,in:~19 .. 9:2;,: 
dollars.) for disabili.ty.,. rehabili tation~ . and· wage: .:cont·inuation. ~;, 
benefits.·'1'he'amount was derived by William-:M.; . Mercer,,",:;an employee 
benefits consulting firm-,.· ·using, Ed·ison. employee"demoqraphic:, ;data 

and: EcU.son forecas't.s of labor .. escalation. ". DRA:.did- not· :dispu:te-J'~: 
Edison;' &:request .. 
employee numbers. 

FEA recommen~edr .... a~" $37 ,00:0' . reduc:eion.based ,:on, 
" ,"'~' 1"7'.:., . . >? :7 : .. ',::: 
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,"" ~ Once-:·again,. we:deny' FEA.'s~.:recommendation;;because~Edison 
has justitied:, its,employee, ·fiqures:'.~::;'IWe<'will'~'adopt·/Edison'sc, y'::. 

request~·: . .'; . ".:" ~. ~~ ..... : '~~~.,r :~/~' \." " \:,",:,::,.,."'~ "~',~::<.'''~<'~r.; :,:.: ::-\~~.1,~::\'~\'./""""",,~':1 

5.8.9.5: Life'InsuraJl£e,":, .;.: :':'" 'I:',:"":';,' ,:(;,;,\:':::; ;:'':;';'.: :;',';:,:,; 

"'.' ,:'Edison.:,X'equested.~ $4:372 million,')'(in 1992 dollars) for its 

variou.s>utility-paid life insurance plans:, "based,-: on' 'pro'jected-, laDor 
escala'tion;, ,> insurance premium, rates,'~ and" claims. information:: from 
ins.urance, companies.~ ,. In. 19S9 Edison" increased: its:: minimum.~ life', 
insurance coverage from $SO'O,O to- $101,000.' .. In 1992~'Edi8on'~plan.s:,to 
raise the:"minimum. coverage: tOt", the.'higher'of $10 ~OOO or,~one-halfof 
the employee r's:annual salary.: '" Employee elections" under, SeE-flex. can 
increase life insurance coverage * .,' , .. ' '; "','.:', ,~7 ::; C " :.: '~ ,,: ;) 

ORA recommended a di'S'al'lowance'of: $8:15-,,0'0·0,,:,based",on use 
of a five-year average of, life insurance:.costs.:,rather- than the 
consultant's' study. In 'support of.: the reduction, DRk,cited\"'~', , 
Edison's f."vorableclaims.· experience 'and decreasing' premium:', costs. 
ORA. 'argued that:". (·1 ) although, $10:-,0'0'0'. in coverage:' is., necessary~, 
the further increase to one-half., of ... , annual· ,salary; is.:;no.t:: justified, 
(2) the increased coverage ·is: : not ,·theresult of·)union;-neqotiations, 
and (3)· averaging is. reasonable for: data: that vary widely from year 
to year. Edison replied that the; increased coverage·.,compares,~well 
with" other California ener9Y~utilities:, ORA-' s,.~ anA'lysis:~ is.:: flawed 
:be~use' it 'ignores implemented coverage'·~chan9'es,', and:'the:: five-year 
average that ORA.· relied upon is: only foX":' one element: of,' Edison'. s· 
extens-ive'life insurance program.,' Edison·,.believes:.the\ ..,·tatus.:.of 
union negotiations is irrelevant·· to lifeinsuTance:: expenses.",,',, 

We will deny· DRA-' $: recommended'. d:isal10wance:~.:; Edison'.s 
expanded. ,life insurance. coverage is consisten.t. with:" coverage" by;",' 
other' California:.:utilities:,· . and' ,DRA' s.;; tes.timony inadequately.: , ,~ 
supported its claim: that: a· five:-year average is,.-superior .to- '", ~> ,,: 
Edison"s more comprehensiveanalysis •. , ...... , :., ~.:,' 

DRA and,; FEA: 'both recommended. a. $3,0',000, adj,ustmen.t· tOo 
exclude . portions:. of.travel,accident: :insurance dedic'ated.;'.to pleasure 
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'·travel, by.Edison.,managers.'):::Edison' sr:.justificat-ion'l'i.s,""that managers 
are on' call, even', when, they,' are::: not'~. workiz:!.g,.(; ;~!'l'his i insurancei:, . ,::, 
coverage is unnecessary, and we will exclude it. The $30';.0·00:-:'i3 
split into S22,000 of expense and S8:,OOO capitalized~,.,_._?_._(~,: .. 

FEA also recommended a;~ $233,0,00:. insu'X'ance:, cost reduction 
for. executive'- estate. and '. tax planning_~a: program~ which~' Edison~ began 
in 1990 .·FEA argued "tha.t.' thisis-; an. unnecessary. expens.e~ .. for"an 
executive perquisite.", ,The. program has.:. no': direct'; bene£its-:.for:,· 
'ratepayers, and.has been, disallowed by: other' state-. ·reg:u14-tory: 
commissions.. Edison did .,not. respond. to FEA' S·. testimony/.or ", ._ . 

. argument.. . We 'agree . with FEA. and. will, reduce, authorized, costs by 
$233,000, split into $172,000 of-expenses and $6,1,0,00 capitalized. 
5.8.10' 'Account 927' - Franchise' rees ' 

• 

~ Edison and '. ORA have- agreed on-a franchise. fee.l r.ate' of 
0.7877%., which is,applied to,the utility'S overall revenue:', : .. 
requirement in: order to forecast, franchisefees.~.paid'.- .tothe-. many 
communi ties., in Edison's,' service terri tory. 'No party" has:: objected 
to the stipulated rate ~ ancL we,~, will. adopt: it. ' " • 
5~8.11·" Ac:eount928 - Regulatory Expenses: '".' "., ' , " 

Edison originally. requested'S2.'9'SO, million ·in regulatory 
expenses, ,based ,on a th:ree-year,average of: recorded exPenses,from 
19-86 to. 1988~," wi.thout ,escalation for' customer. growth. _,Before: the 
filing, of' ORA's testimony, Edison agxeed to a $300'0': reduction:, due 
to accounting errors •. ' ORA then' recommended' an. additional)~$2'77', 000 
reduction, using 19S.a. as, a base .. year.instead- of the',three~y-ear..,., 
average. for·, the: power supplyfunetion, within: Account, .92:S."'ORA,,' 
bel'ieves that 1'986" and 19s:.7:'. power',~supply. expenses' '.were unusually 
hi9'h' due to: hydroelectric. plant relicensing. ,proceedings .;"".Pr.ior .. to 
hearings, ,Edison conceded'to' ,ORA':s;.reduction,.: .bringing,: Edison-',s:. 
request for, Account9:2S'" down: to.',$2 .. 6'70' million ••. ,,' ':,i'" '.: 7 ,;.:~'(':...:: 

TURN recommended a. reduction. of " $17'7:.,.000 . f:om .the:; ,1,9:8:8: 
recorded 'expenses, . to. mitiga.tea:\l:4'.'8~.increase:'.inlegal costs that 

,:year;"TURN: claims that.Edison·'has~:not'j'u:stified·:this':/increase,.,and 

- ;59 - • 
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CAlculates, _,.the' ,;reduction. ~by; the: ':'same) technique 'used;, for 'corpo:rate 
communications.in Account' ::,920',,,;.'" ':We -aqree'".:that-) ;_the', inereased:;~eqa1 

costs are "inadequately jus.tified,- espeeia~ly since"the, number,of 
regulatory proceedings was. 'unusually,:loW:"in 19 88-. ~.However i-;' TURN ~ s 
test year reduction must be modified'.to .reflect·· us'e- of a-:.three-year 
base-period for Account 9'28'--rath.er' than. the' s-ingle, year for 
Aecount9Z0--and to·.incorporate:',aJ reasonableness: threshold', of '.7:.3% 

above previous expenses,. aswas.u:sed ··for· Account '9'20:~ The')ladopted 
test year expense reduction is:$15 ,00'0.,' . 
5.8. 12 'Account 93Q:. 1 - General Adyex:tisinq .. .!; " i 

Edison requested- '$:8-20,0'00 . tor general advertisinq~. 
expenses,. -excluding financial and .OSM·. advertis.ing, .. " 'From:this 
amount,. ORA recommended 'reductions' of $621,00:0: :(-1) $2'4S,.O'OO- .for 
video .tapes-, .brochures, films,..· aner other materials for, ,in-house, 
use~ __ (2)- $284,..000 for exhibits and; dl. s plays- ',for 'genera1,company~ 

.u-se;.and (3:): approximately '-$8'9,-, OOO"tO'< exclude Edison"s esea'la.tion 
for customer growth • 

We have already denied all A&G expenses tied to ... :customer 
growth. ORA argues· -that :thetapes-,~~exh.ibi ts,. ,;:and'~:other ,v.isua!.(aids 
are- not allowable- advertising ,under. :~the',:restriction:s:.:of 0.86794,29 
and Edison's acivertising. costs per -'cu:stomerar~;!": higher~ :thall' costs 
for' other california utili ties,~' Edison. replied~ that, .,the disputed 
advertising costs are"for .:genera1',companyuse-and -contain-'customer 
service 'and, safety-related, informa:~ion.. '. ~ .~.¥) ••.• ,:'.';,'.;¥'. 

: "Account 9'3:0.1 records. uti~ity"expenses,for institutional 
. and general : advertising .' Allowable- ':expenses. 'were- exp1icit~y ,'set 
forth, in 0.8-&79-4: financial '.advertising,' safety .messages, 
essential customer serviceinformat.:i:on, . and: conservat'ion-. '.' .• 
advertising;. Edison'S testimony on: Account 930-.l:. activities 
stresses·;customer booklets· and ,brochures, customerser:v:ices'''~ . ". 

29 8-1 Cal. poe 49, 79 (l976,). 
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customer bill: inserts.,. and customer media:-communications;,;",:,:We' :will 
reduce 19'8'a: recorded.expens,es ,by the: ,~$24'a:,:.Oo'O' for'.in..;house~:;.::',',;< 

materials, because Ed.'ison has; not' shown .thatl.the",IIUlterials >are",; 
. safety-related or are . intended, to' c.reach"customers and '~are" essential 
'under the D.8'6794- restrictions~. ~~,;, :~'" ":::;"':',.~. ::",\( ,:::',"; 

. The $2'84,000: fo%', exhibits and displays ~.·is more'difficult 
to assess. . Edison's' '''general companyu:se'" . description. :aJ:lows. 'for 
the possibility of customer :services ,( e -9". i ,brochw:es'.and: office 
displays), but the safetyfunc:tionis: uncertain·.: Edison.' argues: 
that some of the materials are· safety-related'", but Edison':s 
director of, advertising,toldDRA.w.ftness: HyMinthat-:no safety­
related messages were included in. Account 9:30· .. ·1.::. Based on: our 
uncertainty that all materials- for·general·companyuse':will . .reach 
customers,; and that safety-rela.ted expenses·are·.included . .:::in Account 
93:0.1, we will reduce the 19"88:recorded.>-expensesbyone-fourth.:,.. or 

. $71,.000. This' results. in a tes.t .year.reduction·of, the same :amount, 
because Edison used 1988' as a single base year', for' Account;~9l0'.1 
expenses.>· 
S.8'.l3- Account 9"30 ~ z- Miscellaneous: Expenses; " .... ".,' 

Edison requested,. SSS.:9·22 million . in tes,t' ·year· expenses 
for· Account 930.2', plus. labor c and nonlabor escalation ';".' Edison used 
various estimation' methods. to· determine indi vidual .. cost 'elements, 
reflectingc ·the diverse utility functions. covered • by the account. 
The functions include recovery of abandoned· ,pr.ojects;;.' 'RD&D\~. '.dues 
and: ,memberships;. contributions;. bank'~fees.;. , .. trustee .~ctivities; 
employee publications;, directors.' fees and expenses; and·. others .• 

·In its original. testimony,.. ORA recommended a reduction of 
Sl.017 million in Account 9:3:0 .2'~ expenses.,. . to. reins~te"a "credit, 
that Edisonhadremovedrelating:'to.~.non-util'ity "charges ~:;. ,;Edison 
poin.tect-· out that the same' charges : are ,now credited ·,to<:Ed:ison/;s':ERAM 

/ .. \. .... ') 

. \ ' .. ' '-." 
, ~ .. , ... 
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• account, :in·compl::iance.:with: . .D;;8'8~Ol-063:. 3~O,., ORA .. then.wi'thdrew· ;its 

• 

• 

. expense .. ' %'eduction' and :agreed to· cont·inuation" of::ERAM eredi:t:s.: .for 
these non-utility chAr9'es~···.,·· '''. , .... : ,. ..::: .. '.:-~ .-:'; .. :;..-; .. ':'.-,,; 

-. x4.ble 4' .below l±sts· the-:expense reduet,ions.r rec,ornm~nded by 

ORA, ·FEAr and<T'ORN. " .. :::':,.,:"'.=.;, . 

TABLE· .. 4 

'b~CQwr J3!t:Z)SSUE~ .. 
(Thous.ands . of·.19 8S' : Dollars) ... ' . 

. , . 
.. .,'; "') ~< ~~. :~ ;.: f.) .,~: \/ ~ I ',;!: :~: 

. , .• Recommended, Ad.opted, Issue ' 
"RD&O:- .. ..... ,,/ 

.$ ',··8,:78'9 
3,.655 
'--r8J" 
"," (20.) , 
1,.730 

". 3;23'1' 
.. :: ~'193.: ' 

. 337 
,.". 87;~'" 

$:t8,976 

"'46 
62 

$19; 084 " 
. /., .'~' '. : -.':' .. 

"$' 3,:326. ." ": :':: Customer-:ener.9:y::-·:te<=:hnology 
,.,I:

S
'
3 

,J.. .,.,., Cus.tomer.air' q1lal,ity" f . Customer" gX'oWtn'" .. : .-;:'.:; '-' v''::'' .. 1."-:: 
.. :; ~O '. :., ~Cost :Containment ,.:: .. '};~ Uc>:'::",· 

1,730 " BiCEP ... abandonment ., .,. ,'. . 
3,23'1'" .. Minor abandoned ··p'ro:jects:<: .. :./<, 

':. 0 .::.>:Airoraft·expenses .... y: ... >'.:· .:-:: 
,.0 . Dues' and donations 

. "'"," , 8'7e:' '~'irectori'" 'pens'fons; ;,' .':'~:; .. ,,);; 
$ 9; 34:8: ,Subtotal" by': ::DRA :.: I:,'~ .. :;:. :.::' 

: ::. '35' -, . ·:·'JEEX·dues/bY 'F~A';::>'~'::'-;:: 
• 62 NMRC dues, by.'.rtmN.;-: : ;,~:,:",:,",~: 

. $ 9'/445""':' ,," "'~i\,~ 

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

, ',.-.. ..., ,-. ~. . " .. , ~ , . ' ", . 
Disputed RD&O 'costs are considered elsewhere in this' decision." We 

accept· DAA r S 'adj ustinent·: for custoiner'~ growth, ", con.sistent: : with .. our 
adopted' :trea~ent 'of· other':A&G eXperi.ses;~)·The ::'rema±ninq !·',f.s'sues ,;are 

• , .. •• j 

discussed 'below. . .. ,; ... ':'." "," '::"')~::~':'.':' ':..' 
'5:8~li~1""Abandoned W1ec;ts""' :,' '... ,,;':',',,";::, '.:,;: 

,··':O:'Edlson requested""$4';;96J:"million iri·AccOunt:>930.2,r:expenses 
, .... "'"". ", '!'or, "0' ", , •• ' ,'" ' .• '(' .'. , '. ,.... '-. 

for recovery of the 'capital costs' of- abandoned':proj'ects';\~'dj;vided 

1-,.- • 

30 27 Cal. POC 2d 347 (1988) • 
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into ·Sl .. ~7 30 ·million for the' "'Big" "D:eek'Expans:ion ,.Project, (:BiCEP:):, and 
'$3..231 m.illion '·for·· minor ~pro:jects.:~·DRA.·opposed..rate·:.recovery;of 
the entire $4.961 million, on the qrounds·":that\the .~Comm±ssion,.·does. 
not permit recovery' of plant cos.ts from ratepayers,,:unless the plant 
is used and useful, except in periods of great,uncertainty •. " ... 
According to ORA, Edison's proJects do not qualify for the 
exception. Edison claims there iS,evidence to support the 

, ', ... " " 

uncertainty surrounding, the BiCEP'prc>ject,.' and recovery of small 
project costs is consistent with ComnU.s.sion precedent .,set in 

. . r,. ! ' 

previous GRCs • 
. Edison intended.that theBiCE?p~Ojeet'wouid~:'eXpand the' 

Big· Cree~,Hydroelectri~ Project by co'nstruction of :'new ';dams and 
reservoirs,and.,byaddition of five "turbine-generators at existing 

'. .' ,- .~ ) 

powerhouses. '·The proj"e'ct began in 1985 and was' cancelled in 
October 19·58, 'before, Edison ,,:appl ied for a Certif£e~te of Public 

• • ••• ' • I~ ", \ - .... , " 

Convenience and Necessity' (CPCN). BiCEP project:recorded costs in 
Edison's capital' proj·ect .. a'c~:ounts t~tal $5-.l9l miilion, of which 
96.S% was incurred in ,19~S., 1986, and.;i987. Most:,O{:.:the costs were 
for project engineering and·environmental work..None were for 

. , , ' ~ ,-, 

physical plant'. .. ' . .-

Edison,.cites three reasons, "for the project;:cancellation, 
all related to the availability of lower cost alternatives to the 
BiCEP: project: (l) a.change in. assumptions by theCEC regarding 

", '., " ,', ,t' ... 1· ..... _ ,.'., I ,,_, 

the cl.eferrabili ty of spot, purchases of capacity from, othel:'"" . ., , 
, . " .. . ....' '" ~,' -' . , . 

utilities r (2) . increased .available . capacity from. OFs, and .,',~ . " .. 
, - \ " " • • • ..' ' .. ' '.. I"" .,.' " .. ,") "j, " ..... 

(3) increased capacity acquiSitions by Edison'S resale"cities .. 
• ... " '. .~,." - ,~," I, ••• ,.. . 

customers. Edison now seeks to recover the e,osts" by" amortization 
of· the .$5.19l million over 3 year~, .w.:i.thou~ carrying:c'o~'t~ O~·: 
allowance ,for· funcls . used :durinq. construction (AFOOC,) .. "The,,, ",," 
$3.23l million for minor projects is thefive-ye~r ave~a9~'of . 
recorded abandonments from 198:4 through 1988. 

'the general rule· for abandoned projects is well settled. 
Utilities eannot recover the costs of plant that is not .. used and 

". 

• 

• 

•• 
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useful •.. 'l'he:.:iss.ue:. in', this: 'GRC:~is ~whether-;orn()t ,Ed:ison.~ s::lprojec:.ts 
-, quali,fy: for the- exceptions;;preV'iously~.,announced:··by the-:Commission. 

In 0.83-12-06-831 ,the Commisl!lion authorized PG&E- ,to amortize-' ' .. ,,' '" 

S60.8 million in costs for: 26 abandoned,: projeets., ,The~: eompelling 

facts in that application were: .: :(l)""the-perio<i' durinq·:·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 
subs.tantiaJ;. In ]).84'-05-10,032 the Commission: allowedpa.r:tial .. 
recovery of' a 1973 PG&E pro·ject .because. it occurred, in a-: "period of 
dramatic And unAnticipAted ehange •..•• ' ,The period.' wa!· characterized. 
by great uncertainty in the energy ,industry,. both;as,to· .d.emand.' 
growth- and. availability. of :supply:-... , " InD'.8!1-12-0S.7- ·the Commission 
denied recovery of the .. costs of another PG&E pro;ject,because':the') 
utility had not satisfied its burden of proof: 3,:3 .... , ,; ~:, '.:." '- -:' 

"PG&E has not shown (1) that .the project ran its:.: 
course during a period of unusual and. . '.' 
protracted uncertainty, (2') that the"project' 
was reasonable throughout the .. pro-ject ' s· 
duration in light of both, the relative. 
uncertainties that'then eXisted and of'the' 
alternatives for meeting the. service needs o,f. 
the customers, (3) when the projects were 
cancelled, and '(4) that'theywere cancelled 

. promptly when the conditions warranted,.~' , 
/-

For·the BiCEP-'project, Edison fails several of 'these 
standards. Edison' has not shown that the BiCEP project' ran"'its 
course duri-ng a-period' of ' unusual.:: and· protracted. uncertainty. 
Although Edison did not accurat'elyforecast; the': arri val'-: of'';' OF' 
capacity and the departure of'resale demand';"there is'no'''evidence 
that the'years 19'85 throuqh"1'987-:were times 'of 'unusual :uncerta1nty. 

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:)~ .. .:-:.- . 

-.64.~- .. 
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Also, Edisen did not c~ncelthe ,pro~j:ect~promptly.,;·~ According; ,to', 
Edison witness Ronald' Maure1\, : ,Edison" knew in·: May' ,1,9 a:/.thatI'QFs''> :were 
cominq at. 'a. faster than' anticipated- rate T' ,but':Edis'on:d£a~ -net-cancel 
the preject ,until l'7 months ,later. . Finally , the maqnitude;; of· '.' :: ',: 
Edison' srequest·, does, not support granting, :an: exception/ for ,the, ; 
BiCEP project. ' . .' .'. .. ,. . . . .. ..,.,.' . " . .j"":: " ~, 

: Concerninq the aqgreqated, minor;' pro.j ects,. ORA-arqued::.that 
it is impossible for Edison ,to meet"'the standards ef D..: 8.9::"1·2':" 0 5-1; 
because reliance on historieal: 'data:,precludes identific.at.:ton:O:f '. 
specific projects. We agree with ,ORA, and we' rejectEdison,ls:" '., 
argument about Commission· precedent .. ' Recovery·.o.f . minor·, proj'ect.' <~ 
eostsmay have been granted. in" prior: GRCs, 34 but" those approvals., 
are.· not discussed" in the' relevant dee'isions~and'~ may' 'not: 'have:" been 
contested. by the parties:. '.> .::~.~; :~~, .. :, ,,: ,,' :':.~ .: .. ~ \r~· •. .... ::~ 

5.8.13.2" Aire;aft Expenses .:,' ,:'" .,', .: .... ) . 

• 

In .. this GRC, . E!=lison. .. oriqin-aiiy;e'~Elsted ,MG.:: expenses for 
two. corporate jet aircraft," a Cessna::' Citation' and','aLoeKheed Jet 
Star. ORA auditors recommended; exeiudirig fr~m. A'e,Co'~{ 930.2 the • 
expenses for both aircraft,"and' in" the course of ' ,hearings Edison 
withdrew its expense requ~stfort,h~ Jet Star~···,l?RA. :s.4l1 
recommends a reduction' of ·$19'3·,000: in expenses for,·the·~Citation, 
arguing that commercial. air trave~ ~ould be. more. cos.:t.-effective 
tha,?- opera~ion 0,£ the jet •. Accord~ng.:to.ORA" the Citatio,n.:,~veraged 
only 2.7 passengers per. fl~qht during: l?RA.' s review perio.~, ,f,le~;-

most frequently. to cities .. wi th adequa:te commercial air.:: ser:vi~.e, ,was . ' ". ' , 

only. once used toresponci,to an.emerg~ney" and was.coIlSiS~,~ntly . 
. more.expensive than char:ter aircra£t- rates. O~~ al.so"cite~; ... ' .. 

.' 'I "I .. " 
'~t_ - ,,I t.. .. ',. __ , 

" '.~' 

34 0.87-12-066 and O.84-12-068:;:?Edison's·:two:·previous','GRCS.' .. 
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• D.8~0~O&1,:3S, in which the,Commission den:ied:exee.utive~:j'e,t'~ ,:,~.;::-', 
expenses . for-General Tel'ephone';'Company,::of ,':Ca:li:forni4 .. ".:~;\"{:'(: I •. : ,/: 

• 

• 

,,' -Although· we ,are"concerned::that' Edison 'S'houJ:d: manage its 
travel expenses effectively, we,willnot;adopt .DRA~.s :expense," ,'. 

reduction. There is' no evidence "that Edison is . us:ing- .. the ::Citation 
as an'·exeeutive perquisite r' 'and'comparison of .. Citation \costs, ;>~~. , 
against commercial and charter aircraft costs. obscures the'.vallle: of 
conven.i:ence- and· time saved for Edis:on~s ,mAnagers; •• '~ .:Ed±soX!.:-::,has·,,:::,. 
conceded: the costs .of one'jet ::4irc:raft;'.:·.Allowinq ."'the,,·C.itation ". 
costs in rates ·seems reasonable. from' the;::record, evidence;,;'; ,:':<" 

5.8:.13 .. 3:' Dues:· and Donations ,.".' ,,:':/';;,:'~:" ;-;';;.,:.' , .. :~. 

In' its 'testimony , '~])RA recommended '/a :~$ 72:4:,;0,00 ",expense:: . 
reduction··' for dues, . fees ,. ':and~contributions·.to'orqan±zations.::which 
provide no quantifiable benefits to ratepayers.': During,:heaJ:l:ngs 
Edison wi tharew $387,000 of itS. request, "leaving:: $3.3 7,;.0,0,0: .. at " issue. 
FEA contested. an ·additional$4&,.OOO: .. in dues'tothe Edison Electric 
Insti tute(EEI) ,arguing that ,Edison" s: ;deduc:tion "of 1:4.''::0 It ':'0£ ~'EE.I 
dues attributable to political" advocllcy,.is too low •. ;;The~>, .. ' " 
appropriate figure' should~be,,20 ;51% ,~:·excluding leqislativ~"'p~lc±cy 

research, institutional publications,. and"litigation costs •. :: TURN 

recommended 'a $6-2,000' reduction'for .Edison'~ s : members hit> in the 
Nuclear Management and:·Resource'Council.: (NMRC) ',. which,TORN: .. "",:, 
characterized as an advocate 'for· nuclear power.· •. The: .. ':': .' :.;: ,'; .. 
recommendations.,by the three: "partie,s ' do.:onot -duplicate';one ~.,another. 

Edison\.<respondedr;that DRA's analysisis,limited::,and,: ':, 
arbitrary, and the disputed dues were allowed in previou3:.GR~s .. ,·.> 
Ed.ison· replied to 'l'ORN by' arguing that. the-,purpose·~·of~.:,the NMRC is 

. not to,'promote:nuclear power,··but':tO"infoJ:m:..,members:·,~on matters.~ 
,"'pertinent'to nuclear power: and nuc:lear.ener9'Y~development .. ~,' ,;, 0::: 

35 29 Cal. PUC 2d 63, 77 (198:~). 
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c ' . 
• ~' ••• ,> 

According to : Edison, ,this, information is: of ... vital, ±nte~es.t ,.:to::? . ,'" • 

r~tep~yers. . Edison dJ:d ,not ,zoespend, ,to'.'FEA "s,aJ..leqa.tion·. ,:>,:: ;::,;.,: ,:: . 

. We : deny ORA '$ expense-, :adj:ustJnent. . Edison/:s, ,:C laimed 
precedent.is weak, because, the facts, ,in'previous. GRCsumay, not':,match 
the ,~facts. :in ·this GRC,: : but we "agree .that ORA '.,5 showing .is.~ ,:' ::; ~ ,",:' 
conclusory,'unsupportedby:the necessary facts.,-' Weagree:~in part 
with .FEA,. For'ratemAkingpurposes.:we"will, increase· the-disallowed. 
fractiono,f':.EEI .dues from 14..:0 l%., to,::19 .. :4S~, to exclude :l~gis.lative 
pol:icy research.. The adopted: reduction is. $3,5",00:0,. We- wil'l"',~lso 

adopt TURN"s reduction'~of ;$62',:OOO'for,:the NMRC.· "We, rejec,t Edison's 
conclusion that the NMRC's purpose excludesadvoc:.acY.':'.~h~/NMRC,~1l\ay 
say that' -itonlyprovidesinformation",:butthe~evidence in this 

'proceeding . does ' not· overcome ~'.our"suspicionthat the ~.NMRC ,-;does",", 
.. '"', encourage ~:nuclear . power,. , ; ,'" ,:' :' ... . '.,J., • 

5-.:8;.13.4 "Direc"t0rs"Pensions'-:" -:,', v • ' " :::"'''', •• ,~' ;':,:;, ''',', 

ORA recommended reducing : Account. , 93-0,.,2 ::expenses L·:by ,',.:,' ~ 

$8.78:,.000 : for pension: costs ,for outside:mem:bers '.,of I SCEcorp~sBoa~d 

of Directors, ,and for directors!. ,fees.,~for' time spent ;>on :::holdingwc 
',c:ompany'·matters. ORA.>argued. that'.'directors are' more like·:~:;,'c,},:~':~! 

consultants than employees and·;,shoulcl. not " receive., pension :;benefi ts • 
Edison responded: to ':ORA's ... recommendation by:.p:cesenting 

rebuttal testimony' and::by lengthy' ,argument:in its,!opening::and,reply 
:briefs. Edison claimed that ',ORA has no': standard for.,the·",... ...., 
'reasonableness o·f,. directors' pensions,,.:and that',:directors'"pensions 
are recoverable because they' are commonly' used-:by.:,other large 
corporations., "., . ' '-:, .,,~, ,',"~. ~ ,; .. : '" 

,,:Wewill accept: DRA.'s recommendation';; '~'In:~our' j,udgmenti 
Edison'$ evidence that large"jcorporations commonly,awardr:;pensions 
to di:recto:rs' does'not:demonstrate that'the pensions are,'nece5sa~. 
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 

-&7 -
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pensions, and Edison has not proven::the.;:need;· _for:_.the-·:p~nsion:,. ?, •. :'. 

. expense.': .. :.,'. .'.~'; ,.:;',,"'-"'- .'".~ '.. I.. :. ~ ,'"'~ ~ r' 
co, • ,,. .. , ....... 

5. $'.);4 -, Other AiG Accounts' . '; '. • .. """ I! ' \:. ',,, .,-, 

.. ,' .' Acc~unt:9 29:,.cove:r:s _,.cred'its;,::'or:.,e:ha:r:.ges-.>f.or: .,dupl:ication., of 
charges, .wi tru:n .. utili ty.:.operations.:..~ :,No:.charges -of: :anY._consequence 
have·. been ···booked-: to'.this.. accouDt ,since \~1'9S:2, ··and· .. Ed.is.on:· f,orecasts 
none, for the test . year ... ' . ',,','., '~ ....'.., : " 

..... ~I .. '. " " ... __ , •• ,.. " ' • 

. . '. Account 9·31. inc lud.e s -rents, ,for·~:of,£ices.~andcommunications 
" •• , , oJ •• • • / • •• • __ •• _', 

equipment; space. Edison :.estimated.~_.test year:expenses ,by:- :;-.: .... -
examination of facility needs .. and anticipated . lease ~ostS·.i ~.' : -.... ~ . 
Edison's. requested . increase ,.for _.·rents ... is.13· ... 0,%- overreeorded1988 
costs,sl'ightlY'lessthan the:,·adopted..nonlabor escalation-crate.:. 
Rental expenses at Ontario and. Chino lI.irports will ,be ~reduced,., lI.s 
discussed-in Chapter 6- herein,,;, ,.,~' .~ ,;' •. ~..:: ::>. ~.::: 

.' : Account .. 9-35. covers. ,maintenance :.;0£ generaL"pl~~~.,c'·: ... ,:-:;, .. '-'. 
including. maintenance of communications' equipment and.· .. cer.tain· .. , 
accruals· for :uneolleetibles: and. ": property:v:d.amage ..; Ed.ison '.s ,::bas is: 
for test year ,labor lI.nd" nonlabor' costs.:.is, J.98·8-'.recordect:data,..c .. , 
escalated . ,for customer growth.: ORA-opposed·. the,customer,::g;r:owth. 
escll.lationi'llond we will exclude' .. it·o<' Edison's request for .~".other" 
costs is based on" five-year averages.and· is. und.i.sputed.;) <::,,, 

5.9. ·Taxes. : ",: _":. '.. ' . ..t", u.' ;""':'.> .... :.: 

, ': ···.:There .. are. no' methodologicalr.disputes among'I'!::he.r;parties 
regarding . calculation of-income'. taxes.· ,.'Dollar~1d.ifferenceS:c'±n. ,~::: 
income tax expense-, payroll taX',' and Superfund,.tax:are clriven ;by 

disputed levels of labor expenses, plAnt· in serv.i.cer;:revenues,,-.,etc. 
Both Edison and: ORA: recommend -:the.'· use . o·f,: the CACO,~,s: revenue 
requirement·.lsprell.dsheet.- model ,to:- calculate, adopted income.-:taxes, 
after certain updating:, for: recent tax law.changes!.and::Commission 
d.ecisions •..... '," r ".~ • ,,'~. 'j_' . 

, ", • ., " I '," 
", ~~,..' 

"'~ TWo' disputes·remain,·,regll.rd.ing.: Ed.ison:~s-:-pll.yment,o£:::,. '(::' 
Arizona property taxes'~' for . .1 ts:- .ownersh"ip'~:share:~ of": the:: ]?,lI.lo:Verde 
nuc·lear. plant • 
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5.9.1'" Property .A.ax,...Liticm:tion' "/O":q ..: \.; ti:,'::.' >: ;~'r' .• , ,::,:";<: ,i~ ::,:,;<: 

Edison is a eo-plaintiff in two lawsuits agains.t,;Maricopa 
County, Arizona concerning claimed overassessmen.ts".of·rproper,ty~_,('· . 

. taxes.,', ,El':PasoElec;;t:ric Company' VB.· Haricopa'County:seeks judgment 
against the ·county for,illegallY'cal:euJ:ating '. the' ;:;19'S'7:.pr.imary ,::. 
property tax rate and ':leV'j" 'limitation-:-under:iArizona.,l:aw":"'.:'l'he:,:.>· 
plaintiffs are the owners of the Palo Verde. ,plant.;.:' Another matter, 
lU:izona·'P!lbl.ic ' Service' 'C01IIp4nyvs .. ' 'Maricopo , County-&seeks judgment 
against the county for levying.an 'additional :'tax . toonarrowly,i .. '. 
specifically against mines and utilities. '. If. Edison and :'its' .. 
co-plaintiffs 'are' successful,:in'.",the:latter lawsuit"".,then.the,mnount 
of property taxes Edi'son',hasproj'ected for,:,'1992 : would> be : reduced by 
S9.4S8:miJ:lion- '.J'":."., ,"_ ,.I •• ,'·,~::. ...• " ,,,,,-,.~;, : ".;:",:' 

Edison claimed that the outcome of :;Ati;zona~P!l1?l;i£ . Service 
COmpanY:'vs.1faricopo County'is- speculative,and::the'::Commission 
should include in Edison's li992' "revenue requirement .:the'Ar±zona-; 
property taxes at the existing' statutory.: rate .... ,-·Edison . stated : 'that 
for ,ratemaking purposes, Edison' s:'estimate: is ~the,best "~estimate 
ava'ilable ~., ,ORAreeommendectthat Edison" establish~,a':memox:andum '. 
account--:to track'the dollar impact,:)of':Edison'~s ,disputer,with: ' .. ': . 
Maricopa County in, the··event·:the-·:Commission: later orders;:a refund. 
ORA would allow the existing tax obligation in rates, :~but:.·subject 
to refund:'pending the'outcome: o£.-,the->lawsu·it.· ~FEA :,recommended that 
the Commission exclude ,the- disputed:,taxes~ from::-rates,.-~and ... order·· 
Edison to book :the costs as deferred debits-: in- ,Account:-.1S'6.,.·pending 
eventual',ratemaking treatment. " ::;'. ,")~: . '" ... .."..:: " ',,;'; 

" -Although: Edison:'s . property': tax calculation may.:.be the,:: 
best estimate available'r·it~. is:: too uncertUnCto,.be<:;:reasonable-.· ~~ 

Future test·yearratemaking,', is effective: only "when reasonable~_:: 0:', 

expenses can be forecast, and the outcome of the lawsuit~is .too·.> 
speculative for a,' reasonable·forecast..We;wi:l:l,; adopt"'ORA' s 
position and-, order a" memorandum-· account:: to" '.track· all"rdisputed~: ':. ,.:: .. 
Arizona property taxes, effective January 1, 1992 •. "After:-:th~;.::: 

'- :&9 '-
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lawsuit, is' finally resolvedr:;;Edison...' should, seek,. d.:i:$posit'i:~n:;·of·· the 
memorandum'~ac:c:ountby ady.-ice·,::filing., ... :J:.-f')Edison:) shoul~.preva'il ~·.in 
the'lawsuit, 'any property::tax·-re£unds ,shou-ld.be"returned;,to.L ',,::: 
ratepayers. . . '. ,".:,. 
5 ."'-'2- . Statuto;q; Reduc:tion'. of -Property VAlue 

In its.·testimony, ,FEA: raised, an issue-' concerning Arizona 
Revised Statute .Section 42-144. 02' (Section 4:Z) ..This,: statute- . 
allows. original plant in service to be'. ·reduced, in val,ue ~when,'a1 " 
state or federal governmental order. proh±bits ,total',or~''Partial use 
of utility property 'for 'periods in, excess of&_months.,·~./ FEA~>.' , 

contended, that this statute:.applies -.to the- Palo Verde:, outages 
during 19S9: 'and 19-90, and' the owners. of· Palo' Verde-.,,:should::: :pursue 
recovery of improperly assessed property .taxes'., "Edison-; testified 
that it reviewed. the issue· w:i.th. its own property' tax.~,expertsand 
concluded that pursuing a reduction::in, value, would -be-:"fruitless. 

The pertinent language of Section 42reads.:-' r', :' (' '_." •. '~ 

'"'The original, plant in: service ,cost, shall. be( 
reduced by the reduction in value caused. by,~ ., . 
state or federal governmental order prohibiting' i 
total or partial .physical,use of. utility .. ,':. :--3~'i{:" 
property for ,periods in excess. of six months .. ," , ' 

~ . ,. ,',. , 

Edison has ,included in its testimony .. a letter.' from~ the Arizona: 
Department of '.Revenue ,.~n which. the 'agency staff: concluded: .. that. the 
Palo. Verde ou.tages cio not meet the. c:citeria in' Section'C'.4'2 •.. ' . ., 
According .to ,the agencYl'the:.NRC actions' which;:·induced;:,:the outages 
are Confirxnatory, Action Letters· (CALs·) ,and, are~ v:iewed.~as'", ':"":~ 

confirmations of. voluntary' actions" ~ot orders. Ed·ison: ... also:. :;: 
provided: ·two legal opinions 3~7 ,which ~agree: with .the Arizona:,:: .. ' ," .::' 
Department of Revenue·... The- ,distinc::tion~.:seems: to-".'turn',onl,,:speci:£:iC: 

36 Exhibit 59 • 
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language:- in" NRC regula.tions: which.l:note,·that,:- "'~f:.a' .licensee: .f~ils 
to:. meet~'its.. CAL, commitments,. ,1;he: NRC'may, is,sue.'ran,.',:o:rdel:;;:t:o-."%equ-ire 
the licensee'.to perform.. the ,actions:committed~rto:::in the ,CAI;. ",3?': 
An order making the CAL enforceable is missing. -: ';"/J,(:' ;,: . ::, 

FEA argues that 'these' opinions hinge:' onwhethex: ,the~ .Palo 
Verde outages' were voluntary: or: caused'.by- a: ,goverxunent order .. 
According'to, FEA, Edison.: and' its partners have <been.' lax:: in, not 
pursuing available tax·relief_ Edison should· have ;pUl:sued~·this 
issue further,. . either with the, Arizona tax: authori-ties: or, by,-', 

seeking the' necessary formal· orders.. from the 'NRC.: ( '",~ '~',.", _ '.' 

Edison'S- rates: for .portions·.of the Palo Verde ,outages', are 
now subject to ·refund,.'and Phase'·3 of" this proceeding::1s a-lready 
set up to investigate .the. outages.. ' We deferconsideration.-of.' FEA's 
issue' to Phase 3-,. on' thereeord developed· "in, Phase; , 1 ',or on an.,: 
amended"'record as. may be ordered'bythe assigned. ALJin"Phase-3'. 
5.10 InfOrmation Sexvices ,; , '" " 

In.; addition'to its. analysis.of, each~A&G! account, ORA 
reviewed Edison's information 'serViceS.. budget:.for the: test year. 

" h~ • " ,I i _~ . " ." ~ _. " 

For 1992 Edison.. requested· approval. of S4:9'.2',millionin expenses and 
$10.1 million in capitalized: software.: 'Edisor{ilso'requested 
approval, for the 19'92' capitalization of about $'22 'million 'in 1990 
and' 1991· software costs which,exceeded.Edison'S: authorized 'expense 
levels- for'~those two years •. : Edison.· began capi tali'Zing:- so,f,tware. in 
199:0... ORA:. opposedeapitalization '·of·. software costs,,,ancl ~.:"''':,,' 
recommended: that the Commission adopt a test yearexpense- t1:evel of 
$49.2 million~ According: tOORA:,,~e.requested $10.1·.m·illioIl: .. in 
capital~· costs will be offset ,by atleas:t.that.much in;'benefits·:,:due 
to:increased. ;producti.vity" spread . throughout '·Ed·ison'·s ~'A&G:7'::'.l>(~"'; 
functions. 
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. Several issues .. present themselY'es..Firs.t,">s~~uld...:'Edison 
be· allowed to'; capitalize ·its, 1990. ,and.199·l:, expenses:?:: : Edison has 
argued. that the requested. capitalization is· not: double· counting 
because recorded expenses ·exceededauthorized· levels,· and .. FERC·-~ . 
rules_ allow for' capitalization, of· software. We, disagree._ ,:~'1'his .. 
change. in accounting: treatment, for ,prior so,ftware expenses;.:-could 
constitute retroactiveratemaking,unfairly·increasing-ratepayer 
liabili tyin future years to:: make., up- for, Edison's inabili ty.:: or,' 
unwillingness to control expenditures in· 1990, and 1991. J~e:~must be 

cautious before allowing .. Edison to-make a second a~tempt., at,' , ..... . 
recovery o-f. expensesthat .. 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. year~, costs:)' an 
important feature of forecast test year" ratemaking. ··;'If Edison did 
or intends, to- capitalize software, ·in 1990 ·and 199.1.,. for~~.tax 
purposes, those capitalized. amounts ,should be excluded .fx:omplant 
in service data for ratemaking purposes· upon the, e£fectivedate~, of 
this. order·. ',,'., .~., " ' "; 

Second, should· Edison~ be .allo~ed"t<>- capitalize: any,;:· 
software costs" incurred .in 1992?: Edison(s arguments center, on . 
changing business conditions,., apparent- approval: by: ,the ... ~ERC:,. and 
accep.tanceof the practice within .theutility industry:_ :.,'1'he;!,~ERC 

has not adopted regulations on· ,capitalization of so:ft~are:,,~: but-.~ 

1977 memorandum from· the FERC Audits, Division., apparently' allows. .. the 
practice for "major new software involving relatively ,~lar.ge::, 
expenditures. for which benefits will· be., re.alized: over." several 
years, ... 39. Thi.s. authority for ,capitalization,' may apply>tO:.Edison, 
depending on whether or not Edison's actual expenses in 1992 will 

.,: (, I' .. ~ ~', , 
" ,.', ~J .' 

39 Exhibit 232, paragraph II. 
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be· ,for, major, new software, but,' Edison'has':not: supported the need 
for eapit'alization.; 'Recitation: o:f~ chanqing·buS:1'ness.;: conditions; is 
not enough. ','" Ed'ison relies." on': survey' data: to-; support capit'al:i:z'ation 
as" an industrypractice--29' of:, '5-1·"survey respondentsYcapital:ize:: 
applications'software--but: that very,survey questions.· ,the, reasoning 
behind" capitalization:. As- the surveyrepcrt' states-,:~ :·"'A;,ma.jor,,: :,: 
omission" of this questionnaire is ' why companies do.· or d'O-':not 
capit'a-lize ... 40 Edison claims that", capitalization is:'~ better. "for" 

ratepayers due tc> improved 'intertemporal<equity"but the'price',is 
income taxes' paid by ratepayers. Cap1ta'J:ization o,f~' A&Gcosts' may 
also distort true capital costs ofeonstruction' 'projeetS"~~.if"A&G 
expensesel:iqible for' construction overheads through Account~: ;9'2'2 
would'· be red.uced:~ In: sum:, Edison has 'not shown:'thati ·eapit:al"ization 
of software~costs'will"bene£it ratepdyers~ 'Therefore :wewill not 
adopt·'cApitalization treatment "at· this tIme. ,,'.';":;., ,), 

This ease has, raised the question o,f whether ratepayers 
are better served to' capi talizeor'expense information' -services.:. We 
note that the FERC has" not promulgated :guidelines'for:' 
capitalization instead of 'expensetreatment, 'and ,believe: that , 
established guidelines would be useful for this Commission> and', ··for 
the utility's ratepayers. In cons·iderinqthe nature of expenses, 
it would appear that software programs which':are written,<and~ then 
replaced', within a 3- year timeframe would:: most:' properly, be": expen.se 
items while software whose useful lite 'exceeds 3· tOo- '·5years>may, 
potentially be a depreciable- asset'~~:- ·The-record: inth'l:s- case for 
capitalization remain~ too: unclear >to.·authorize capitar:treatment 
of software: at· this 'time.' , ,. .-: .:,'.':;'.. ", ',:,;, ..<;~;.;,>'.' 

' .. '. ' Edison' may file therefore a'more: ~complete rep?rt;;-and:" 
descript1onof' theirpreference-'tocapitaJ:l:ze: ·:their; ':software! ,wi thin 

40 Exhibit 233, page 3. 
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120···days.~~ot.the. effective date.··of this., order;.; .,·,Edison(';should .. serve 
all·parties.::to thi~ case with,:their report,if,:they','so fi1e~,: 
Parties to~;the·.case may'file' responses to Edison,"s ,reportf.ivi'f ,', 
Edison ·chooses.' to so file,:: within:'12'O: days 0'£: Ediso~"s £illing,:at 
the. COmmission. we· reserve' the la.titude to' revise' our',rules:on,' 
eapi talization... of these software projects' for ratemaking'~purposes 
at that time; and to promulgate succinct guidelines;. .. ' " , 

Third"should the Commission, impute productivity benefits 
for Edison' 50· increased expenses?: The answer' is: yes,. but not . in' ,the 
way that·. ORA recommends. Edison' s';' 'in£ormation'~: services~:expenses 
are growing at· a rate that outstrips. recent growth. ·o,f :Edison~s .. 
S41es, . customers, or MG' 'budgets ~., This growth:' in, ·excess J of growth 
in corporate output sugges.ts· that: an .inherent. goa1'.:of' information 
services is.::.inc:reased productivity;.': The 'benefits f10w.<to:other, 
utility departments. By themselves,: . rapidly growing,information 
services are not necessary for: 'the. delivery of .e1ectricity;,but. 
they can improve utility efficiency •.... '., "',' '''':':', 

. Information services expenses'increase prOductivity, but 
ORA's $10 million cost' offset' would unfairly double count:,' 
productivity gains, duplicating :the Cost'Containment achievements 
that we have.' previously assigned in; part to) ratepayers. , :~We::will 
deny ORA's request.. "" .' .. ,~ :,:0:::"':-:', 

.'Finally, what is a:'reasonab1e.expense 1eve1,>'forr:,.::: ,~:, .' 
information services? Edison'S requested $59.3 mil1ion,~,exce,e,ds< 
19.sarecorded.· costs· by. 4.Z.:5%.'in 'real' -dollars;;.,': Even.:, \orithout the 
capital projects, the real. expense increase'· is lS,.3% above::.19'SS, 
expenditures. We accept that information services are',us,e.ful., ,:-_but 
we are concerned about Edison's budgeting,proces$~' . DuringJ~RA~S 
review'Edison could only offer preliminary information on the 
requested.: capit4l proj'ects, because.',pro'j.ect identification.occurs 
only late in the ye~r 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" 'informationc,relied<:; upon 
by ORA,in preparation of'its testimony. ',Edison:~8- budget::committee 
approves budgets based on historical ,trends .. 4'~;:"Althouqh the:;rapid 
growth ,of information technology ,generally, supports a.pproval.,of',: 

Edison's',expenses, it is impossible-' to'justifythe-':$lO' .. l',~million 
when',the'"capital projects are:not'identified in, time_' ,to~:asses.s',":: 
costs and benefits .. We will-not reduce",test',:,year,expenses,by :". 
$10.1 million, as. ORA recommended., ,. Instead, .we wi-ll:,authorize 1992 
expenses equal to recorded 19'90 expenses, in rea'l, dollars .':;, Edison 
testified,that expenses in 1991' will be unus.ually,1arqe,;makinq" 
1990 :a reasonable base year., ," De-escalating 19'90, expenses.:~back·to 
19S5 dollars, authorized test year, expenses are,$54: ... 693,.million, 
which ,is $4 .. 607 million less' than reques:eed by, Edison~~, ~'These 
amounts should be expensed, not' capitalized.. For:ratemakingv " 

purposes, we' will prorate the reduction over, the ,nonlaboriportions 
of A&G:Accounts 921, 922', 923, and- 924,."" 

, . 

• 

5.11 Customer Sern.ce and Infoxmational' Expenses" "'~. 
" The FERC Uniform System of. Accounts: sets, aside 

Accounts 907 through 9'10 for this function. Expenses. are, incurred 

in developing, implementing ,and monitoring ener9'Y: management',', 
programs.· Edison's OSM programs are discussed', in' Chapter, ,11. , The 
adopted OSM expenses are $140.860 million, excludinq~c.,.pital costs 
and shareholder incentives, 'whieh,will:be'awarded; in, ensuinq years. 
§ .. 'Rate Base 

, . ~'Edison and ORA: dispute ,several'· i:s,suesreqardin9:"plant in 
service'/and other elements.' of rate :base .. :', .,'::' '" ',1:::,." ....• ~ :;'J'~} 

" 6-.1 Plant in Service ' ,,: .. ;'/: . '.. ,.' ".. ' , " ,": ~,,~ • .:. :'x;· :,,~ :,;" 
S;, l'~ 1 'Po:w;ecast' and ' Recorded. ' Pll!!Jlt :"; ,,' .. " .. ;.' . , ,':' ::' 7, ',:. ") '.;'!, ~ '",' 

'.. In,· foreeasting19-92:. plant· i.n. ser'\ti.ce~,~. 'Edison::.trsed.,., V.'C.:', 

record.ed,.data, throuqh'the end of the third>qu:arter ,of~:! l'990'.,~,;" DRA 
, .. 

~ ." , .. ,. r '. 

\"".,.".',"1 : ;,. '.:' ~." •. ~, '\" -L':':O 

' .• ":: - ',., .:' ")' I -~ • .' 

41 Tr. 51:50S3-5084. 
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was.. able, to' ~usereeO'rdeci data. tru:oughLthe~ end.. of-: 1990~.:· which:: shows 
end-of-year. plant.in·· serv.ice $1'62 ":64:9 mil.l.ion:' :,J;ower: .tho.n.: ·Ed:ison:~.s 
estimate •. DRA' recommended using'the-, later "info:cnation:' to-::forecast 
19$2 plant'.. . . ,-. :,~ ,.'. .n. ,:. .• ,; .• ,I".J, :~'.',.:::'"':~ : 

Ed.ison opposed ORA ~ s "-reduct:i:on,.arguing'~.,that:-::" :{l )::_O~\ 
should use Eciison.' seutoff· :date'~ becau-se· cons.tant: 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 'O'ffset ..by increases in .forecast' plant, as 

plant additions are deferred. from: the end·:of ,·the recorded :period 
(£ourthquarter .,cf 199'0) to' the .forecast period t1991,.and19.9,2:):,,' 
and (4) in D.8:5-0·3-04242 the Commiss-icn .in .scme· way endor.sed"7 a'~ ::;. 
policy to exclude updated . data.. : ;,:;: .' ' .. ,_ , _,_ .. ,' , ... ~ _ 

. ORA argues that plant,-additions,.ar&- de·ferred~.,every year, 

and· although budget information. should' not be. revised: ,to:: sui t:the 
occasion,. recorded data . should, ,be ,used. whenever. it:·, is;.: avail:able-.; 

We 'agree with ORA on this .. point •.. ' ·Althoughi.:recorded-. and 
forecast plant additions dO',interaet,as-·;Edison. cl'aims:;.Edison's 
analysis ignores'the likelihocd,that.' deferral of, plant: at the 
beginning O'f a forecast periodw.ill .. be c·ffset· by:· the, deferral.~of: 
plant additions at, the end .. of 19'92 .... De·ferral .of' pl~t~ .. additicns, is. 
not symmetric... It is more" likely that forecast p-lant;.;addi tions 
will be com~l:eted 'late than. . early. "Thl.s is' ,typ·ical .• o:f: :constr:uct:ion 
projects, and :may .even .be ,'inf1:uencec:Lby"the pervers~utility; 
incent:ive, to'delay . actual construction:of new,.plant: once:it- is ·.put 
into ra.te·base. 'We will adopt ORA:'s<·$162.649 million ,plant. 
reducticn. , , " ,." ." 

'0- •• ...., 

6.1.2 Yuma ~is: 
.Consistent with its position on reducing ,pr~uc,~ion:,4%ld 

transmission expenses for Yuma Axis, ORA recommended a coincident 

',~ ~'} 
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$-l·~.3:J:O: million reduction .. in::plant in.service.::,'If.:Yumai Axi"s, is,· ... 
seld . du:rin9"~ .this· GRC' cycle, ·Ed'ison ,~shou:ld: remove'the: plant- 'from~ ':. 
rate ~se Cati ts" depreciated· book:: value,: at the' time ):. anci, .remove· 
from the ALBRR both O&M and capital-related revenue requ"irements::. 

6 .. 1':3 .. Capital'izedRDiP Expenditures .\. 
--In this discussion 'we' ad<±:ress .. capitalization, not the. • 

reasonablenes$, of Edison,'sRD&O 'proj,ects. Reasonableness will ·be 

discussed') in~ ChapterB:'. ': " 

,-

• 

In .. i ts-RD&O . testimony,. Edisonrequestedr S:55,.748.· m-illion 
in 1992 tQ."·capi ta1ize certain. expenditures for ";19 'RD&D.projects . .: 
(Actual ,plant additions. values are different from ·requested·~· .. " 
capital ~due t~wei9hting' anel overheads..)' . ORA opposed.::. :. ". 
capitalizatien, arguing that EelisoX1;. .. has.not.shownthat. anyo·f the 
proj acts·" are used"anel useful:. Previous .Commiss.ioXl; clecis ions 
ad'd:ress capitalization of· RO&O., but,.ORA.: asked for.'c1arification: in 
thift. GRC.: . Specifically, ,ORA', believe's that prior, guidelines should 
be amended<to· restrict capitaliz'ationto proj,ects', that, are needed, 
co'stbeneficia.1, and placed in service.. TURNopposed" ...., • 
capitalization of electric vehicle·.:expenses,· argu'inq,:·that· .~such:rate 
recovery of prior year costs. would ,be' retroactive ratemaldng •. '. CEC 

believes' only utility-purchased equipment shoul:el, be· capitalized:. 
Edison has' presented many. arguments in support, .. of: its' 

capitalizatien request. 'Among ·them are:-: (1) ·.the .. 19 (pro'jeets 'meet 
the Commission's standards. :set: forth in O.83-12-06,8:,~43, (.2'):-:-,the--· 
FERC· Uniform System of Accounts allows: capitali:zatio~;'of"RD&D,_, '. 
(3) capitalization spreads costs. to,:ratepayers over proj:ect usef.ul 
lives, (4) RO&O has general benefit to ratepayers, (5,) ,ORA"s,;,~Y .'::. 
proposed additional guidelines for capitalization' are~,;:~·.'< 
inappropriate, and (5): in response to TURN',: fund~shifting 

(: p I ~:" 
, , ' 

I d _ ,. , 

43 14 Cal. PUC 2d lS, 58 (1983). 
. :, t.;:"; ?.: ) ~', ,'" -, 

~ .L ,;, • ..) '\ ,I. ."h 1,1 
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Edison'$., capitali'zation ,.request: 1:5 summar:ized in 
., "d • c· " '. ~. ',1' I···.' ,. . '\ ,-, ", " \,'" I ". , .... " 

Exhibit 28S, "which shows 'tha't'thetest':',year ,ca'pital'request covers 
'. " . . ~ .. • ... ' •• " " .• ' ~' ,1, . ',,' • __ • ~ •. ' ~ ,.' 

expenditures of '$19 .0-27.7 million forecas.t -for 19'92',: ',,$-];&.2350 million 
forecast for 1991, and $20.l86 million record~dfrorri~prior years. 
(These "amounts were later, revised 'in<:response ,~'to,'an agreement 
between, Edison' and 'ORA regarding electr:i:c vehicle: ;cos.ts, .. ~)- \'1, I·£,:the 
Conuniss.ion should deny capitalization, ,;then Edisoni::reques.ted,· that 
all uncapitalized expenditures; both for.'199'2'and·,prior".year~,..':'be 
expensed.' in 19 9 2 • ''Ihis'' expense request is in: addition to- Edi.son:.' S 

test year RD&D, expense request. If expense treatment ,'is.i:ordered·, 
Ed.ison'also requested: (1) 'that 'expensing o£',·thecapital items 
beg'in<in 19:9:3,.. allowing, 19'92 expenditures :to stay :capitalized,., ',,' , 
(2) that recorded Account :,10'3 ,( Experimental Plant : in Serviee-) :'" 
~ounts and.' Construction Work: in Progress" related, to ·RD&D' ,from : , 
prior years be amortizecLin ,rate8~'over :three" years',and.,.(:3):,:"that 
Edison ,be-::authorized. to file 'advice. letters< in' attrition years ',3:993 
and 1994 :to'recover increased RD&D~'expenses.for,.neW" ... programs. ',' , 
6.1.3.-1 Clarification of",PoliCY ' .'. ' '; ,,<,P, "~":,,, ;.:~:,' " 

Ed.ison and ,.ORA.:correctlY',eitedO'.:82-12-00S~:~, and, ::;j::;. 

D.8;3'-12-058 inseareh of ':Commission,guidelines, on' capitalization of 
RO&D eosts~ "·Wewill not revise those'decision$,·~but~.we.wi·l:l""",; , 
provide clarification ·as DRA :equests. _ D ~82-12-00S allowed. ':RD&D' to 
be capital'ized. only when:~the plant~became:used. andr.useful,;'-:and.,: .. 
offered ,that exceptions eould,·be treated on~:a' eas~-l:>y-ease (bas:is. 

0.8:3-12-068 ,'is more explicit: ,,'., " "." ,', 

44 

, ',· .. We -interpret the:. above languageto,meanl:that, " :"Y,:" ' 
if~,thereis no reasonabl~, prospect at the . ", .. " 
outset that a'd.emonstratl.on'project '1nvolvl:ng Yo. '."", 

,;: 'tangil:>le"plant,~, will become used:., and . useful·by.: ~,' 

9 Cal. PUC 2d 833, 847 (l982). 

- ·7S -
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. .. ' becoming-part of . theuti,lity's<electric ~o·r.;,9'as.;~;: ..... . 
operations, then the expenditures should ,_, ._ ... ' .. 
receive expense treatment for ratemaking' . " .. '.' "" 
. purposes.... Therefore, -·if .:the ; end' result, is .,::; 
knowledge, or does not .involve tangible ,plant,.. 
the '-program costs 'should receive "expense' I '" ~ .~ ._' .• 

't:I:eatment. Otherwise,. the cost will' -be """~:_.'.-.' _ ';' 
ca~i.talized ... 

'.l. 

We repeat that:capitalization'can~be--allowecl-,);J:)y_,.: . 
case-by-case .exceptions to. the used .:;and·:.:useful ~ .. test ,:' .. when ;:there .,·is 
areasonable;prospect . that tangible::plant in'·a, demonst:cation.:;.::: .. ·.·~ 

project·· will ::become -.part -of the, ... utility~s.operations._:· .,:1;f, :.the ~end 
'resul't of a:project is knowledge or"information, :then ... the'~.proj:ect 
shou·l:d . be . expensed.. . ' .: ~.: ' .' ~.~, _ .. :y: L ;.1', ~,~ .~ ,- I r I ~ 

We .. will:. not adopt ORA's : proposed : standards for ~.need:,. ,:.:: 
cost-effectiveness,. and project-:completion.:.+ (·The .. elements .i.of ; need 
and 'cost -.'effectiveness lie' within : any ,.consideration·~:of,':: _: :,;';; '. ':: ; 
reasonableness ,and. strict'.: rules :are~not:,necessary·:for :-RD&O',-: which 
by its nature .. yieldsbenefits-.that .. cannot be. precisely:.def·ined.:~ 
-Nei-ther is: ~-proj ect :completion· \necessary.. ,'Al thougb ,'la:r:g&:;;.proj:eets 
have· their own' standards .. for'the-.,used.-,and ::'llseful,-test ,;:::the ,',.' .i· 

Commission routinely authorizes new:p'lant additions-.on~a _forecast 
basis, -in GRCsand through .. the\ attrition:.mechanism,,;-i.: 

, . . However, further. clarification 'is 'needed'::of . the ··~term, -.the 
utility'-s eleetricor gas~ operations'. ~.": The 0 .. 8J.-12'-068::,discuss:i:on 
was··directed at RD&O.which was elearly:.to.,become·:parti,o·f, PG&E';s"-: 
production plant~ ~: In th.i.s~iGRC.;mos·t of.:Edi50n"·s -requested:.':; ,::> ", 

capitalization projects are .outside ,that category.;· In:·'this.'context 
tangible plant in utility operations~;means ;·plant,i,that :~is -owned,.~ 
operated, and::maintained;by the utility';;' Production'plant 
obviously>qualifies, . but,'capital ass~t~ "related ·t6~·DSM and other 

.- - Ie. , ~. • _, """ .• " •• _,.f .•..••. ~ .~ "~"""'f'_ 

legitimate-utility .. functions -\0.150 qualify'w- '.~Review~:of 'these 
exceptions to the used and useful rule should continue on a 
case-by-case basis. 

< ,'". '~' ::' ~ 'I 
~ "'.,,, " _.,:,: 
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Included in Edison:!.,·s"::cap:i:tal'iZ'ation ·reques't<are ;~ .. ,.:.,,\,>J~. 
expenditures that were'·descr:i:bed':As"expenses, .in' yeArSi:.prior to 
1992. 'I'f those· costs do not' quAlify ".for'cap£tal.i:ziat1:on. cas ,': ~ 'I ;',', '" 

clarified:' above, then"recovery AS test, .. yeArexpenses::,would:-be ":c: 

retroActive rAtemAking, ~and requests-for . expense ' Authori;zation"will 
be suxnm.arily :'denied. This is. ;not ·,a elarification" but>'::a ~', ,.,,<:., " 
confirmation of theretroactiverAtemAkingdoetrine.;": Prioryea:c: 
expenses cannot "simply be""capitalized in"order torecover,;,thenv in 
rates. 

, -, . ,",,' .. ". " .'.,' , ,'\ .> '-. 

DRA witness,Jolynne 'Flores.- raiseda.,question about· the 
definition of "'demonstrat£on"'· ac:tivi ties, within the (scope ~of ~ ,R;O&:O. 

We ,will, characterize, the process of::,technoJ:09Y~development as 

having four'steps: (l)laboratory research: to··determine the, .. :~"'" 
scientific ',facts 'that· govern a 'proposed project: or ',p:roces:s~:'. ,,: '. 
(2) development of equipment or an'process'" from.: those~'facts;.,::<' :,,: 
resulting in 'la}x)ratoryprototypes or .processes,. (3), ~:demonstration 

to prove that the 'technology: willwork'outsicie the:",laboratory--akin 
to field'research, and- (4) demonstration o.£'the:proven,techno):ogy 
at utility or customer sites, "to,'encourage;;customer' acceptancer'and 
eventual market" penetration.' Flores. refers' to,' activity (4) as 
.. showcasing'~ ... " . ", -,.' " :~ .:.: :: . 

",,:: 'The'·d'istinction;·between demonstra.tion:types ('3~): and.:;.(,4) 
is 'useful' for regulatory:purposes.:,:~,? Demons tra.tion',· thati., a new',.'): 
technology is practical outside the laboratory is a legi timate;'IRD&D 
function, and' expenses for· those,' activities:, should be' recovered in 
rates-~':Technolo9Y demons.tration .. to.: build" markets,;:and, in..:'some'.·" 
instances to. sell more: electrieity or gas,:~ is.'not":part o:f·)the"::'~:(: 

research" cycle: and:' should: not: be capitalized •..• " Type:: ( 4:),', showcasing 
activities may be justified for other reasons.,'<:butfor.:ratemaking 
purposes we will not' allow' their ;costs. as RD&D" plant;:, additions. 
Capitalization may s.till' have-'a,; place in ,DSM"proqrams,~: but '. we· :. 
reservejudgmEmt. on that: issue';' ,for~'ease~by-case·examination.. ::. For 
now, we will exclude showcasing from RD&D capitalization . 

- ,80-
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6.1..3 .. 2 Case=-by-Case Review 'ofProject§~,::; . " " .~,.. . 
••• '-.1 .' ,".'! ~., 

. Edison: has. pr:e30nted: 19,:cases:, .for ·;;·indi vidual:,~review. .. ;" ·Of 
the 19 ,,,only. two projects,.,will;.beq;n .. in 1992.. ,:for,;the remaining 17 
projects,:,'thereis:.no evidenee on. the',r:eeord .that ,the .. amo,unts .. :,::' 
requested are net book· values of,. depreciated assets r rather,t;than 
original. costs, or, with :the exceptionof:electric..·t~.anspor:tation 
proj-ects, . that prior. year. amoun.ts were· . not ' expense,;i tems-.r,ather:. 
than tangible ·assets. .. ·.For thetr:ansportationprojectsr. more . than 
65% of prior year expenditures were labor and "other" intangible 
expenses,. which hints.that. theremainin,g,RO&D:pro'jiects also have 

intangible':costs within therequested:,amounts, .. ,. '.:" .'" ", '._ ~,. , 

• 

. (1) Commercial Demonstration (S5.985-:million).,. : This .. 
request is for demonstrations· and showcasing of,~various"energy­
efficient ,technologies _ Thifkis.·clear1y .. >showcasing ".:but"should·,:we 
authorize capitalization .as.;,part of Edison~s· ,DSM function?.,:.Without 
specific detail of prior year expenditures.~we,will,not authorize 
capitalization of these projects ; .. ,Edison··may,revisitnthe.,-,.;., 
capitalization of'prior year proj:ects in:;its next-;GRC,..if any of • 
the·assets.wi11. have' net· book. value \ in the~.test :year,~ '.': ~ .. 

(2) Commerc:i~l, ,and· .. Industri~l;.: Demons.trations .... ".,', 
($1.950 million). These projects are similar to those"in:.{l'L 
above, but located. ,on. customer premises:_ .. ,, We·; deny:.c:~pitalization, 
for the same:reasons-,. and because· c~stom~rs may",be responsible.for 

.O&M.' . . . .;" '~. ',"'::,'~: :., ".:·,·~?'J~ ... Ct~:·:,",:; ~ .. 

: (,3.) ,Advanced, Buildings .(S,3.-152 mi1l,ion) .:_':~These"~are, 
demonstrations. of "smart. building,~ :. tec:hnolog.ies:> on:: C~l.5:tomer;.,.,:: .:.'" 
premises.. .' They should. nO.t:be c:api ta1ized, ,because'. Edison~).does:. not 
operate and maintain.' the systems-,,~ and:, the record. does.":no:t:"show.,,, 

prior year~cost-det4ils.", ":,,'.' ::.'.:":~.~ '.:~.::~;.: 

.. . ... ~ .. -(4.) Netc:om:' (,$6.093:million) .• ,. Neteom is .. asyste~::;<?:f::q 
electronic. meters: which allows ,-two-way: communication, ~;t~e.e,n~ I~dison 

. and its. customers. Of:,the . ,requested· , amount-,only '$-l,.;5.,O,~ million 
, .. 
... ,_ ... ~ .,.,/ ~'rf\' ,,\"iCi:-r 

• 
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will bespen.t .in:<199'2~ , we:will,not~capitalize"'any·of,the requested. 
amounts because the record lacks specificclaccoun.tinq~.deta:.i.l::.'x" ;';, 

. (5.) Distribution~ HardwcU'e~'tS232,00'0),.:::, This:' project is 
for development'and.field evaluatio~~.of"instruments needed,~ to-:;~,~. 
quantify system.: conditions, driven :by:increased customer, :attention 
to power quality, for, example;,.,due,,·to ,data' processing.:loads;.~".'l'his 

is,test eqtlipment· needed:: to--deyelop, .information,. 'with: no reasonable 
prospect for"use a regular operations ••. ',:.Wewill deny:the~.request. 

" (6) ·Digital Protection:, (1$4:37',.000) o-·,Like proj.ect,::v.' ,~, 

(5) above, this project will develop and test instrumentation for 
eventual application to new., and .eX±sting,transmission·.lines, 

, distribution :lines, and. substations.: This-is .test, equipment.'and: 

should not.'De capitalized~:;", ':,' ".>"',"'::';, ~;'-:::J:'."':~:, ,'I 

,(7');-, Distribution Automation. '(:$750~, 000) .. " :','l'his-~:prolj.ect 

.will be.:completed in 19'9'1 ... , The: record: lacks;'~ sufficient,: detail-,~o 
authori'zecapitalization.:J",., ' I', .•• ~:, ,",.-, ,';,),', : ••• -::: 

. ,( 8;)~' Advanced· CommunicationsCS 1 .. 2'00' ,mi'1:J:ion:),.'~ ;: :'l'his :is a 
collection. ofcommuniclltion: .pro5ec,ts,for: v4rious;"util:itlO:system~: ,: 
applications...: ,'; ,The record lllcks; sufficient'deta:i~·:to aut·horize"' :: 

. 1 .. '..J, .. capl.ta izatl.on. ,',',', .. -.' :> ""'" '," :<,.' "-';" 

, ,,(9l, On-si.te Generation ('$S .... OO·2c: Il'li'11ion:): .. ·.: The: ;obj:ective 
of this project is to develop>on~s,ite-:,'gener"'tion, and.cogener"'tion 
technologies,. which, can be, ,fully~ ':integ-rated, wi th:the,::utili.ty "<," 
electriCAl system and".customer~ lo;.,.ds. ·,'1'0 date" ,Edison "has>::.; ',;,­
extensi.vely investigated available "equipment',. ,and,the-, pro'j,ect,: ,will 
continue, to .investiqate fe",sibility:~o£,.· on-site qeneration::. .: More: 
than SO% of the request wlllbe ,expended. ,before:the" test year ... ·,;.::, 
This testi.s1ntended to'gain i.nformation,;) "'nd,thereis~, ,no ·data·±l 
of prior year costs. We deny capitalizlltion,., " , " '. ",> .' 

(10') El Segundo Controls ",'($-6,.:800' mil:lion).,'l'his:,is~a:' 
1991 trilll of a distributed control system at Edison's El 'Segundo 
Generating Station. The $6.8.00 million is a three-line budgeted 

," , ,.. 
• "I ~ i 
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t" """ ,...,~ t ~ '~I .. 

",,~. ':i .J.. V - ::\. .• "- .. " ': ~ :.~ 

. amount ;. The:reeorct· :lacks. ·sufficient:~ 'detail 'o:f~ .. actual-:costs::· to: .. ;" 
authorize ·capitalizat;i.;on... .. : .. ~i .,:;.::~ •• ::.'.j.:::.<, .. )' " .. ':':' .; ... <:!',('j ;;.::r~;.;:: ... , 

. (11). Efficient :Burner~:(:$2-~ 2'2'S,.mill"ion}-. This project is 
aimed' at . improved· air quality'. compl'iance . At Ed.ison.:'·sqeneratinq; ~ 
stations. It was completed "in19'90~-: Aqain,. ~the) record~ lacks:: ,.:::' 
sufficient detAil to justify capitAlization~:' ': '. ' . ~. ',::" -::'::\' .. """:.-.. : 

(12} Chino Improvements ··t$57-3~, 000:)' .;.,' Most expencl.itures; 
.·for this pro.j eet were incurred prior. to .. '19'9'0: for a'bat.tery:: storage 
ctemonstration. Because accounting:, records are-. .absent:, we will deny 
capitalization. " " " .' .-.: "/'r,,;', 

Edison oriqinallyproposed. capital 'expenditures~ ;for: .' 
several electric transport4tion- .projects: .. , (.13·)~:- E"lectric ·.Vehicles, 
(14) Electric Roadway, (lS) Mass Transit" ·.and .(.16):.: Advanced' ...... ;. 

.. 

• 

Batteries •. ' The. sum. of reques.ted··capital·costs: ·for these four 
projects is- $1:0.082 million;.: :'In the" course of hearings:)~Edison .and 
ORA agreed that Ectison should be allowed to; recover $20.8·2.a·million 
l.n electric' transportAtion expenditures., 'incurred from: :1988 through 
199·l •. Edison reques.tect; thatS7~ .. 37·9· million of· this amount .. "be. '.'~'~ • 

capitalized, but ORA recommended that theentire·ramount.' should.·be 
expensed. 45 ORA and Edison also agreed to severalissueSi.' '., 
surrounding £undingo£.Edison'selectric·vehicles'proqram, which 
will be: discussed in ChapterS:r··Section"8-~3 .. 6: of this·ctecis.ion.;'· We 
deny 'capitalization of the$7,'.3,79~ m.illion because the record. lacks 
sufficient detAil about the capitAJ::'expenditul:es.;.;:~ : Even:. ,.i.f.·· ~ •.... 

sufficient accountinq/detail'were 'available r 'it, ,is.'uncertain::that 
alJ;:'of the capitAl assets· were: or. ar&:usedand .useful .. - .. For ,,:' .. ~-:.~ 

exaxnple;the' electric roadway project: 'is.· a demonstration .of: a". 
roadway with a: buried ~le>used: ,to carry'.a signal' .that.would~ ...... ' 
automate headway between vehicles_'Thereis no:reasonable'prospect 
that the. project will' become: part·:ofEdison,"s opera:tions. As well, 

'." :,',' , ..•. '" ' ,) .. 1 -
... , " ... _ ."".' ·"'ri'. , .... .-; ,""..' , ,:: .. ' :'. '. '~., " ". ",' 

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

4S Exhibit 1l2. 
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the mass transit project 
work has been: approved:, .. 

, $,100,000' in 1991'. ' 

is "highly conceptual, and:"no:~spec..i.fic.( 

despite, the claimed' 'expendi tU're of 
" " ('~." 

. '.' ... ~ I 
/ .. ". - .• ,', ..... " ""f' " "", 

,'" .'. ',' ·"''" ... '.c,o., .,,'," , 

'(17) . Compressed Al:r,Stora9'e"($150";:00'0"'~' ',Of the'",',··:' 
19 projects~,' this is the first,;which"Edison,wouIcl initiate:"i:n·::19'92. 
'l'here:is, insufficient· evidence to justify,capl:tal:i.:zation.::.:'··· 

(18") Laboratory Tools' ($260';000). Edison seeks::: ">', 

capitalization for large laboratory tool·sused to :analyze ... ,: .. 
transmission, distribution", and ~ubstation performance~·,:':"Of"the 
total, $50,000 would· be"spent in'the<test'year. The 'record lacks 
sufficient detail for capitalization;; "" " " 

(19) Texas, InstrumentsPhotovoltaic: . (-TI/PV ,,:,:. " ,; 

$10.877 million) ~ This isa· joint venture by Edison and:·'Texas ," 
Instruments Incorporated, which became' publicly.known":"on Apr~13, 
1991, almost a, month after: DRA' s: report' on' ,RD&D~~was' served;,;: "=ORA: 
submitted· 'supplemental testimony recommending,denial ~·of the ::proj:ect 
costs, because ,Edison had not sufficiently j1lst'ified the,.project., 
Of the requested $10.877 million, $S~177 million' wilJ;";be:;expended 
prior to 1992. Edison seeks no operating expenses 'for.";the, proj,ect, 
but requests: approval of an additional' $700,.00:0 ,.in~capital costs in 
1993. The project has three .phasesl',of;:which:Edison·.~wil:l->- -­
participate in 'the first two: (1) J:aboratory research,..,":('2).·'a'~pi'lot 
manufacturing plant-, and (3) conunercial :produetion .. ·· ';The:-:: .)',. ',,' 
photovoltaic cells under development·~are;caJ:led Sphera'l'";,Solar~: '",' 
technology, to be produced .. ·from:'·inexpensive,.l:ow-purLty, silicon .. ' 
Edison claims that ratepayers 'will eventuallybenefi t ':from:::' ,.';':" 
licensing royalties and, purchasing ',discounts . du%'ing\~the..:thixd'phase 
of the project. We deny capitalization > because .the,~record:.,of' :past 
expendi tures is inadequate I' 'and· Edison has not shown ;.a':;;reasonable 
prospect of tangible plant becoming~used: and useful;; .. ;;Finaneing:new 
technologies in order to gain future royalties and product 
discounts is too speculative to capitalize these expenditures . 
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',~, :.'"We ,have::carefully reviewed:; the , record: evidence "on ;':-;: ;'" 
capitalization of Edison'S RD&D projects. Edison:::has:notcmet:,the 
standards for case-by-case exceptions to our 'general; principles for 
,capitalization of" RD&D. . The ,'limi ted- evidence' on' electric:~ vehicles 
leads us to 'suspect that 'many of, the ,requested costshave~ :been.'" 
depreciated. since: theywereplaced,~in service or are: not tangible 
plant. Some of the projects would fail our standards;;even::"ifi' " 
sufficient, accounting evidencewere,before .. us •. ', , ,.,':.' :;"", 

,In its comments ,to,the,ALJ,'s. Proposed;;Decision:, Edison 
argued that denial of RO&D capitalization would:~impose_a,punitive 
loss to shareholders of more, than $48 -million. :'This,: allegation is 
incorrect_ First, the disallowances"are not 'punitive" as'; we, ,:;; 
discuss further;,in Chapter 12, Section 12 .. 3 .. , Second, many" o,f :the 
exclusions" ,from rate base are due' to",Edison's., inadequate,~ ratemaking 
showing. Edison mayfile;"in "this ,proceeding information-to, ,',: ;,' 
substantiate its request for "capitalization on RD&D' projects"which 
received. expense treatment: at ,;this time. ~ 
6 .. 1 .. 4 . ~pit41ized· Software,:·, '." , " 

, .':' • I' 

, ," ,", .,e 'I' .... 
1 , .. ,. '.., _I.. '.I· , .,' -" ... _ .. 

" As-:,discussed,.'in Chapter ,$" Section . .s.~lO.,',Edison;.requested 
capitalization of S10, .. 1,,,nUllion in/:19,9,2 'costs and_the 1992 ,~: ,:: .. :: 
capitalization· of about ... $22,-million:in 1990 and.:.1991 so£tware'~c~sts 
which exceeded·· authori;zed . expense . levels ~ " Both" 0,£ those.,: requests 
were denied,. but a portion .of,·the$10', .. 1 million. was authorized"'as 
expenses. .All of .the requested capitalized"software c~sts,will::be 
excluded.' from'plant in service. 'Edison,may file: ,additional ,',c,. >;.: 

information 'on the merits of: capitalization within~~.120 days::of;.the 
effective'date of ,this order.,.-and . parties .. may file. :respon5es';within 
120 days :~'Edison 's filing.; ',The :;Commiss ion may revisit, ,software:·:" 
capitalization:issu-es at, that,"time.;,. ' .. 

,"". ','r 

: •• 1 .... ... 
r) oI " ~ I 

- 8S -

,,", 

• 

• 

• 



... 

• 

• 

• 

A.90-12-01S et al. ~ , <. t 

6 .,l. 5 Jet Aircraft and Ontario." Aixport"H,!ng9X~; '" ",-" :) , ~ " ;:~ 

" " Edison~ has conceded", removal: of ·expensescfor >Edison' s Jet 
Star aircraft;' and we' have-' denied', ORA's ,: recommendat.ion ·to :,exc lude 
from rates:,the-costs o·f· Edison's Citation aircra·£t;;; Beeause·,Edi:son 
owns the two aircraft, the net book': value of the Jet·:St:ar is 
removed from rate base, and: all capital-related CO$ts'~";:(>~. ',/,: ',,;, 
(depreciatio'n, property' tax, ,income,· tax-, ate .} are, removed from· 
authorized; expenses .. ·· , ,I,,'."~·-:-' ;"", 

, ", ' ':: 'ORA" also reeom.mended~' 'removal· of" the .capi tal~costs ,~of,,~:;a 
hangar which Edison is, purchasing "at, the-Ontario<:-'Airport.,.)\'Edison 
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- Chine-'will: expire at·~the'end of 1993. 
Edison now pays approximately- $200~,'OOO"'per year. to:.'lease·:,a·,.hangar 
at Ontario. When Edison purchases the~ hangar, ,,' at:· a;,;price-,(of ~',', . 
$1.5 million over two years, the' Ont'ario <lease costs, would.J:)e:',-; 
reduced 'to-- $Zl,OOOper year for' a,.. qround lease, •. Edison has agreed 
to reduce its Ontario lease expenses·i'f.' it; is .. allowed ·to,·purchase 
the hangar.' The Chino'lease costs. are ·S,3.5-,6,OO'·:peryear,; and·, it,. 
appears 'that for the years. '1992 and·J:~9:3Edisonl,would be.) paying .. for 
hangar space at both Chino- and Ontario .. 46 .,J; ~.-. 

We will include the'purchase" of the' Ontario hangar· in.: 
plant additions, on the presUmption-that the purchase: ,will; go. 
forward .. ,by mid-19 9 2 ,and: we' wil"! reduce· expenses -·by. $179~, 00,0:. to:: 
reflect redllced lease: costs: at Ontario:.. We are concerned: that the 
final two-years'of lease costsatChinowil:ld.uplicate Ontario 
costs.' We will remove unnecessaxy : Chino: lease' costs:,:': whieh., are 
$35,&00 annually, from authorized"· expenses .• · ... '.': ""':.' ";',': 

'I ./ ~ , ' 

• " • 'r ' • ..,." 

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

','-'. _~ ~~ ,'" l~ \ . .-1. 

46' l'r. 54:5594 . 
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§.... 1. & Reclassification of~· Property,,:, ~., .' .. '11 '. • 

.. Edison must. notify the .Conuniss-ion when.: .. i:t:. reclassifies 
certa:in "assets from plant in". service: .. too, other accounts-,~, principally 

. non-u.tility property. After· the, filing:, of . its .. GRCapplication".: 
Edison notified the Commission. of $5:.119. million.· of such.,t.~ans.fers. 
ORA recommended :that this:amount be removed from Edison's;:;.,test ,year 

plant in··service,. because~ failure to. ~o~ so-will: overs.t.a:te:the< test 
year rate base. Edison opposed this adjustment,,:a~guing:~.~t;::.,. 
updating,'. of . reclassifications. should: end~ .when .Edis~n. ~ompleted its 
test· year <budget.. Edison· claimed .that· :updating: of"·.: .• ~ .. , ':-: ... :': 
reclassifications is unfair because c>ffse~tingnew.plantladditions 

are, not considered.. .. ,. ... . :> : .. :'.. " :.Y . .... ,; : 

. We· agree with··. ORA •. ~he $5 •. 1·19million .. will, be .. remov:~ 
from.'.plant·, additions.. The.: reclassifications-:.,al,!'erec.?rde.dfac;s::, 
not revised .. ··budget estimates ... :' " .' 

., "j 

." , ., ~ 

• ,<,. y , ". 

,,", ".': .. 

6:.1-. 7hlo Ve:r:de Completion' Work:.:.. _ 
( ." ... , ........ , ' .. ~ ~ . " 

• 

. Edison's reques.ted- plant:in,serv-.ice ,f~r. Pale:, Verde: ." I .'. 

includes:$4 ... 529 million for completion: work that: was;budgeted .i.n • 
1990 -by APS, the operator of the plant.. Pro:j~ct· .partie;ipa.'"l.ts 
understood that all the completion.' work.wo.uld; be done ,in ,l:990~,., ~nd 
Edison based its plant in service .forecast on' ,the; :APSbudget..: .. APS 
later notified Edison that., the-completion: work .would, .not be 
finished.in 1990, and that some l.991, charges .would, ~·necessary .. 
Edison estimated that thel99l. charges. would be ·$l,.,&" million, and 
included that amount in its test year plant in .servic.e.~. :., 

DRA recommended ,thatthe.~Commiss.ionremove .. $2.2ll ' 
• ' • ".,.""" > 

million--the es.timated. $1~8 'mi.llion.:plus, overheads~-from plan~, :.in 
service because the amount, is double:;counted,... Edison. ,res.pon~e~: 
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. ORA is correct that the same $1.8 million is 

•• 



• 

• 
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included in both the 1990 budget and the 19:9'1 es"e'imate-; 'o'f;;:.bi:J. led,:, 
costs.,.AE." Edison's witness:Oennis :Coxtestified,:4:?" <:/; 

"Q Would you agree, ,though:i-', if your .. i' "., .;', " "" 

$1.8 million estimate for 1991 billing is , 
accurate,- that the amount' that was bil'led' 
in 199'0 should be $4,,329 .,200', less . 

"A 

$1.8 million? 

That' s possible" if, 'APS ,did: notl overrun the 
budget, which I do not believe they did", " '," ' ... yes, that is'fine;''' ", --, .," ....," ',-. ,.: " 

We accept ORA's reeommendation to remove $2.211",million from plant 

in sexYice~" " 'f. ,,',.. \.~ . 
'\ L .~ ••• • -# J . ' '\ " ,. ."J "" .', ~" ., •• '. .... L' • • ,I ~ ',' 

§.l-l Palo Verde Simulator " ' " , -, '. -1"'-
" .... 1 '. ," ..... .J 

,._ Edis,on included"in ,plant .in service two simulators. at", .. , 
• .~. _ •. "" •• ~...... 'L I." .'~ 1\,," ,.', '... ..;,.. '''/~'' " ,' .... '., l".J ""'~_""'/ 

Palo Verde" oneto.be, completed in.mid~1991,. and. a s.~cond; to. ,be, .. " 
. • _ ..•.. _, . _.t.',.',' ,'. ,1 f "",.' .. -1, .. , '., .~~~ ",_', ,_ •• ,.. ...... ,,' .~._"'.~ 

eompletedat the. end e>f 1992 .. "DRA disputed inclusion, in ,rate .. base 
>,' • ",,' ~., •• ' /. ~., , .r ", '" ",', ~.' • I .' .~., • .. I f. .. ' . ./ ' .-) \' \ .. " .. ' •.•. 

of the second simulator, in the amount of $2.019 million, ,including 
• ~ •• ' •• 1 

overheads. Edison believes that the, entire Palo Verde capital 
budget for 1992' ~hould,be,included.,i~rates,b~cause,if the,plant 

, w ,_. ! ,.' :.' . " ., • .'. . ~. ,,' '.,}. " '. , ., ...•.. '" ' . I '. • . '\'., 'Or ,. j :.. ~ ,., .' 1 , 

simulator, de,es not come, on, line .until, the end. of 1992" APS,.will " 
I .. · .• ,' ". ','1,' ••••• " .' ~." •. ;~,; ,I \ ' ... " ••. \ ... --'.' ....... "--,~,_,.,'.,' 

spend the budgeted funds on other ,projects .. ORA opposes this logic 
• • , '" j ~. c ' • " • .. J , ,l ,.. .'. .. '... .... .,. ',~' .• .. ·.l 

and urges, the Commission to reject.what is essentially. blanket 
.. '" •• , . • \ ••• 1 '_. t, ..... • .. ' .. ' '. " _, I :;... ,,' .. '.,.- t. _ ~, ,_ \. ' 

authority for,A;E>S to substitute,pJ::ojects initseapital budgets., 
• • .• ~ I~, • I' '. , , •. ' .~' r ,. 

We ,agree wi,th DRA and will remove the disputed' 
. . ~ '" ',. ' , .. " . . " ~,., .. " 

$2.0l9 million from plant additions,.", ' The Commiss.ion~s duty, is to 
• • . ' ., ". • !. .' '" l . I I ',.f I ~"j ,., ' '." 

allo,w necessary expenditures, .in rates, and Ediso,n. has not,shown ',' 
• " '. " , , . ' • '.' ,j ....' • ~. • ,'. I ',,' '. '. .... i.'- " '. 

that the unidentified projects that APS may substitute .. ,forthe,., 
'. .~ •• ' ., .. • r ,'.\ • '. 4.. " ~ .', <' " ",." ~ '_~" •• ' , • -,,, ' 

simulator are necesS4l:Y-, No prudent" utility should insist,,,,on 
.. .' ~ t ,;... • , :', '.,." " '. ,;:: ,.",' '.' .... , •• ,',-., '. ,.J \. '. ,,,, .~ ", ... :.: .. :,'.:' .I..... ,,"~';' ;.' 

spending" a,ll of, its ,:budgeted, funds, w:ithout.justification ... ,,' '," .. " 
• .• .. ,_ , '. __, ., " , ....'~, ,. ,,, .. ' '.' ... 1 • ' ..... , ·.1 .' , .' ... , \ If ....... ,-< '.' ',,.. I .-<' ,,' 

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

, .... '~ I 

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

' .. '. .. ' 

:" 

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

"1'-' • "", , ~" r .. , 
.. " . ~ .. 
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6.,1 • .9 SONGS" 1 Cost c.n>: , , , 

:~j,~} ~j;": c\, .~, :~ " " ... ..." , .. ~} 

SONGS'l', the:'nuelear gene:r:ating'stati'on. j,o.:i:ntly owned'" by 

Edison and ~OG&E, wilL comple:te ,fuel cycle'll :late' dur~ng the test 
year. Edison has- requested:, that ,the Commlss'ion 'authorize Edison to 

, '.., ' , ' '. ~. • ." • t 

include in its 1993 attrition, filing~~ant ,acrdi:tio,ns during fuel 
cycle 12. In 0.91-03-058 the Commission remove~ the cost­
effectiveness of SONGS' 1 post-cycle lJ: capitaladctitions to 
I.89-07-004, but ORA has raised' ,an' issue~'relating,',-to cycle 12 plant ... ". " . 
additions. 

'In its original-testimony' DRA recommended' --th~t" ~,:", , 

$32.960 million be removed from Edison's 1993 plant add'itJi()ns~ " 
because that amount has already been authori'zed' in f~tes,'':''nde~~:~ 
cost cap previously ordered byt.he Co~ssion~ ouri%ig:hearings ORA 
revised' its pOsiti'on to: recommend 'that-thE;- $3:2 ~960' miliion~hould 
be"'removed" from 1991 plant' additi'~ns',:: whIch would' a'ffect" t~st:'~;:ye~ar 
rate base. 

I n \ " , ), -: ,':, ~:,'.' '. I _: ' 

In 1'983 the CommiSSion opened" I.8'3~10;"02 'in order"to ", 
• :" • " ._. ", ,"" , \' .~.',. ' ..... I ',' "'" 0" • 

investigate whether SONGS 1 should" be' removed' from' rate- base'.' 'In 
0.85-'12.;.;.024' the Commission authorized~ Ediso'!i' 'to spenCi;:';S2:01'mriiion 
(in 19'86 dollars), 'during fuel cycles' 9;' 10:~ "and- 11/ effec't.ively: 
allowing the plant owners to cont.inue operations~ , The: $20:1; mil'lion 

~ , '~ \ . 
was 'a capital spend"ing cap based on'cost-effect!vEmess= an:~iYs.ts'~" 

In this proceeding ORA has' pre~ented evidenc/e that 
Edison, the plant operator:, has deferred~'to cycle: 12; mu~h': of 'th~": 
work that was included in justification' dfth.e:cost:cap~"whicn 
covered cycles 9, 10, andl1'-~ . An Ed'i'son status repc;rt~sho~sthat 
as of December 1990, 10' of the" 3S'plant modif!cations'~:liste'd' in'; 
calcul~ti'on of' the spend'ing' cap a're: nowdeferrecr' to: cycle>iz' 'or' . 
beyond. Five of the nine items for cycle 11 are deferred. 

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 Ri.ch~r~: :~~s~~llm, 

',~ 

• 

• 

• 



• 

• 

• 

'admi tted--tM t -work "planneci: ·~or.·:>cycles 9";:' .;:1,0 ,. ... ·and~, :'1;1 WAS: :de:ferred:-; to 
. cycle' lZ',:·'atleast lin'part. :·t6 ~meet:;the;' cost ',cap"~:~';~'Edison:.::;:'/: ,-: ... ' 

, testified: that' during cyeles-9;;.'·1'0,,;·and~~.J..1:::,the--seope);of p'lant :;'::,. 
addi t'ions was:modif,-ied~anci~expanded;-by' the' -NRC':, 'ORA :bel-ieves ,there 
are, three· -reasons, for: Edison' S· ,deferral-:-'of,pro:fects: ,J~nto,'"cyele: :12 : 
physical or mechanical constraints, negotia.tions"with :the)"NRC ~for 
deferrals, 'and' circumvention' of' -·the: :eost( cap •. -.: ORA'd,emonstrated 
that Edison's plant additions were $26.2 million a.bov&':estimated~ 
for cycle 9, $.14".:S:·million."al:)ove'estimated' for cycle ,];0", and $38.6, 
million below':est1mated, for:"Cycie"il',' ~hich .s~q9~its that Edison 

" " .• .. i '" ". ~, ,j.. _" '.' .. 

was reluctant to exceed the'cost 'C4p,.:::':.:ORA also'; believes that 
Edison has not complied with reporting ,requirements ordered in 

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

0.85-12-024. ' , .. , ,,::, ";'~<' . -, ., '" ~'\ .': 
,,'. :" 

Inres~nseto .. DRA'S: re'COmmf?ndat.iOn,::,~d.i~on argues that: 
(1) Edison was. not required.~'-to.complete ~'l:he 'same"projects tha't. were 
contemplated under the cost c'ap;>c:i'r. the"Commiss.i;dn has agreeci that 

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

if unexpected ·modifications. . were, necessary, ; the.' :NRC would allow 
Edison to reschedule them,to'lim~~~:~otaJ: expen,ciftures, (3) the 
plant modification process can change and evolve, (4) the 
·Commissio~' and OM were wel1'in:f~rmed: 'of 'the' ch~nges 'in 's~o~:"o:t' 
work, (5) Edison has complied'with' the' $201 m.illi6n·c6st~e,;:p,::-' and 
( 6 ) Edi'son:' has :not acted unreasonably' 'or" imprUdently.> ~',": ".' 

Edison is correct that it>' was"not reqUired"to': c~~p'J:ete 
all of the "previously identified' proj'ects ciuring c:ycles::~r/-10> and 
11. Edison performed other'·NRC":'reqU:Lre:d;·work during,' thos~:i:~yele:s, 
and there 'is nO- evidence that the w~;;'k ~asperformed' imprud:ent'ly~ 

, .. '. '.,", ...... , '.;'\ .... ,.~... ..". ~ ",', ........ _t· .' _:-' .~.:.. 

'However, neither 'is there evidence' that' the work'is 'cost'-effective. 
To resolve this issue we divide the work accomplished during cycles 
9, 10, and 11 into two parts: old work (anticipated in 

48 'I'r. 24:2072 • 
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, : D: .. 85--12-,024 )~,and.,new,':wox:k (expanded.~.or, new:pro.j:ects~ :initia.ted~.,by 
the NRC'k.:. :Edison has· 'spent.,the--<S2-01:"million:,without :comJ?~etingt~the 
old .work. ,:we: ce;nnotdetermine.whe.ther.the: funds .. spent, for, part ,of 
the old. work .are cost-effective'.: .. ,·We: do~ knoW':.:that';:unti-l . at. least, an 

: addit'i~na-l; :$"32.9'50 milJ:ionis spent ·a·fter:,the:·end~;of.·cycle;::J;l/.:the 
'old :work is ,incomplete-,.;_:. "' .. :": " _q,.~ , '. ", 1 

' ........ , .. ,.,.1.' ".J ,_, '; .... ," -".' -'.'" 
""""", .. _ .. "', 

:~ : :At :this. point; we:-inspect,:two:.conclus'ionsfrom ;', ::;:,~:,~-, 'i,': 

D: .. 8~12-024·~.~9.. '. .. ",'" "::"~:"'" ."".', ,;' :';':.);'.: ,,,: 
. ,. ."2:. Edi-son' should- .be-:, authorized to ,complete <the: ~;'.' :'1" 

SONGS 1 modifications over the next three .. 
fuel cycles," subject'io·an· expEmditure' 'cap \ .. 
of $201 million·. in January 1',> 19,56- ,prices'.":,,, 

"'3:. Edison- should:'not"be'"precJ:udedfrom .'.- " " 
requesting Commission authorization to .,' ...•. , ,. ' 
exceed the $201. ,million cap leveli.~ ., 
because of unforeseen c'!rcumstances ··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 showing will. be .. 
required in support of them..... '., ' , 

, .... " ,,-',",. .. 
Conclusion of Law 2 authorizes .,Edison to expend up.to $2.01, million 

• .' .' .•. " . .,.r " : l._ ••• : ..... " ,J. I •• 

to complete the SONGS 1 modifications, by the end of .cycle, .11. ,The 
modifications are recited in, DRA"s' test~ony. 50,w~ .inte'rp~e:t '. " 

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

"SONGS 1 modi:fi~tions" to mean those modifications described in 
'-," ,.' .. ',' J,.... ,.. ,,,, , . ,.'. ' , - ':'. 

I .83-10-02. .It. is unreasonable to interpret the language, to.'. mean 
~ ",_ .J "', • ,." •• I 

that Ediso~ can freely subst'itute ,other ,px.ojects. fo:z::. tho.se,.>, 
• ,", ~" .' •• '.'. • " .' ., "." • -., ' • I' , ,," ., I" ..• \_"."" •• j • ,_ .~'. 

anticip~a~e~ in I,.83~10-o.~: ; ... t~~r~is:.~o: evi~en~.e, o.~, th~s,~~~~p~~:"or 
. ,in "I .. .83-10-02 that other. p~ojects are, cost-effective,., .. ' .At ,a minimUm. 

• • 'uo .,,! ,.. . , • . , " . .,... .,", ,.'. ,. .' , .. ..'.... \I ., .'. " ,. ' .. ! .... ," _. , "~'. " i I" ',,' "" ,,' ~ '.~ 

,'.- ".01.·' '., 

49 At mimeo. page 14. 

so Exhibit 205, Attachment llD-2. 
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Edison· should be/required to..' complete:.~theolci work,;at::;no· further 
cost to- ·ratepayers,.and,·the disputed·;-.$3·2 .... 960' million:;sbouJ:d·"be '.' 
deferred from 1991 plant additions to:19·93:·or.-;1994 plantvaciditions. 
We leave open the ratemaking::' consequences' ·for ... Edi'son_.if;)"the~old:" 
work is never completed·because~SONGS.'1 is;retired.at~the end of 
cycle 11. ",:':'" "': ' .. ,',;;,.' .. ; .I~:~'~'.~":;"') 

:'l'urning., to· the new) work,., we',aqree:~with' Edison\/thAt··the 
NRC can' authorize rescbedulinq; ... butthe-:·NRC" cannot:xnodif~'> '.,', ,~ 

CommisSion" orders~, on 'the ratemaki'llq, consequences: .. of," the :; .;; , .:' ~, 

rescheduling.. 0 .• 8.5-12-0241.s· qu:ite'clear about, Edison,~s .. ' ,,!", 

obligations,' and there is insufficient· evidence.:, to·, show" that· Edison 
needs more than $201 million. to complete:the.,olc!::work, but.:.what 
funds, are needed· to complete. the" new. work? ,There,is' no evidence 
wnatsOever on the record that the new work, whether: the NRC,.-,has., 
ordered' it or not, 1.s cos.t-effective, or. prudently' ,carried out' .. .:(. 
Edison has- not meti ts burden; o£proof' for ratepayer/-funding,,; o-f: the 
new work. .. ' . ,~,' , : ,;.:: '~'. .,.:< C,;, 

We will' order the' following:... ·Cl) Eciison.·' must remove' from 
1991. plant additions ,the' disputed .$3:2-.;9'60 mi:l·lion;,;:because,~·.the'"old 
work;'(modificationsauthorized, in.. D.8.S-~2-024~)ba5)·not,: been ':.; ',: 
completed,· .( Z)-' Edison may: return.. the' '$32' ·.9'60:mill:ion:. to':~ plant; in 
service during 1993 or 1994, for ;recoveryin rates, upon a showing 
that the old work· has been~completed,. 'and (3')inaceordanee~ with 
Conclusion of, Law 3, Edison must.j·u:stifr-rate-. reeovery of any:~costs 

for new ·work. ··A new forecast ·of completion is inadequate'",:because 
the previous forecast was'- uns.ueeessful. -' .. ,._ . ,',' 

It is· not necessary-to find· that .. Edison" has;' .or- has. not 
complied~ with reporting" 'requirements:, exceeded, .the'.' $2.01:~ mil(lion:: 
cost: cap-/·or acted:' reasonably and prudently~ . :'l'here~ '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 
cireumstances of Edison' s p~oqress .. ,- :We canno:e.. aeeeptth'e: ,new .. work 

" ... ,~ -.1.'. .!- .oS ~ , .... l..,.".' :~. \, I:" . 

.- ·~92-
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in rate base until Edison.' demonstrates cost-effectiveness.'; ,we':.will 
allow.~ Edison,: in this; proceeding;, to demonstrate .the,.,cost~.:. ,': '<~ 
:effectiveness of·= the' new·,-, work . . ' .. >.: :: ~'~.""':'" ~~ ~:" ~' J"';'-~' ;"r i .• ;·'.'~·'::'·;' ,', 

&.1.1Q·Cal Energy XnteX:C0nnection··Fl1cilities-. i~ .. ,";" .' 

,,: In.: ,D.90-09'-059 the Conunission',qranted,;'Edison::a .. ~' : " ..... 

certificate of public convenience and necessity for a transmission 
line between. Edison·'s Kramer and 'Vietor substations,:,and for 
related faeilities. 51 The decision also- specified". the~;allocation 
of costs among Edison, Luz,. InternAtional, andr: ' California.:: Energy 
Company (Cal Energy').' Cal. Energy.' has disputed:' its assiqxnnent·of 

,costs. ,In this.. GRC ,Edison has ineluded, in test year, plant-:.;-<, ;', 
additions Sl:4.25S million for capital costs allocated t~ Cal:: 
Energy. Cal Energy may: eventually win: its dispute"r ,and/Edison: .. 
would' ,be responsible for,'· the previously allocated:: costs .·.··,.',If:~ Cal 
Energy doe$': not win its dispute,' Edison proposes' ,to-return. any 
double recovery of costs by' c:editing., the ERAM account.:;, ~": .,' 

ORA. opposed Edison's request. ORA prefers to, .. exclude· Cal 
Energy's al:located plant additions from. tes,t, year,: rate recovery. 
Instead,: Edison should track the. revenue· requirement. assoeiated, 
with Cal', Energy's allocated- plant,. for, eventual recover,r;.from'·, 
ratepayers.. if" cal. Energy prevails,. in .,the,al,location: dispute:~:,,~;:: 

We endorse the' statu's quo in. this matte:,." ,'Cal ,Energy has 
not· yet: won 'its cost allocation, dispute', and . the-Commission; s ... , 
orders on cost allocation: .remain ,in, effeet., ,We,. will:> exclude> Cal 
Energy"s. allocated plant from"plantadditions,: and allow ',Edison to 
book into an interest-bearing ,memorandum ,account· all , ,': .:. '''1':' 

capital-related revenue.requirement,assoeiated·with,Cal Energy's 
$14.255, million in plant.. IfCal'Energy's plant. is ': ,ev:entual~y:: :and 
finally reassigned, Edison'. may .seek-recovery of· .. the memorandum~':i 

. , 

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

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

~' .. 
1-,,,· 

j ::.i':' '/ .', I ~j ~.~I> ~~. '~' c ,._ .. ~'. 
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account balance' and· of,fut.ure . ,revenue ,.requirement: 'X'elated.:: .. to-::·the 
reasaigned plant~ '. ·1'£' this: !should',;become~ necee.15=Y,,:; Edi~on:·can ~make 
the 'filing a5 a. petition: for; modification: 'in thiS"' GRC.:': Otherwise, 
Edison-: should terminat.e·: the~ memorandum. 'account ·by 'o:dvice", filing. 
&.'Z·" QtheUssues. . ...., ',' , - C .. '1' r , ".' ,~ ~" ,: ,:; • :. ;.. 

6;.2' .1 l?x'Operty. Held . for 'Fnt!lX'e . Use' . .) .:: I" ' -:: HI 

In Edison's. 198:8: GRCthe Commission. adopted property held 
for future use (PHFU) guidelines which,generally::,requ'ira:,·t.hat.,the 
properties must have specific-uses and cannot stay. in .. : PHFO for 
periods-exceeding 10. years.' , (.for production. plant~ and~ ne~ ..' ....' 
transmission lines),. 5 years (.forothertransm.ission-:and 
distribution plant), or 3 years (for,; general plant )"._. Case-by-c'ase 

, exceptions can. be granted if: ('a) there,' is, still ·a:;,'definite:.,plan 
and need to retain' thei tem. in . PHFU',.- . (b;):: 'economic ·analys:is>':" 
justifies., the 'retention, and (cJ: .there are 'mitigating': circumstances 
to require the ;retention_,52::, " ,,'.- ,.~:,,: :':.:,.".··.'r: 

At the end of 19'8.9' Edison's PHFO balance~ was::.:, ';:.' ,,':' 
$17.6 million,.: of . which. $14,:. J; -millioIli .does. not ' meet· ,the guidel'ines. 
Edison has. reclassified~ about'$6" .. 0'i .million in: ;propert1es, .. leaving 
$8. 32-3~ million. in. ,property for which..i tseeks PHTOitrea'tment under 

the· exceptions.DRA opposed· Edison's. request,. claiming :that;the 
properties.:£ail to meet the s.tandards for exceptions .. : The:, ,disputed 
$8..3:2'3: million. is for 2'7 propertieS',: .·.·four. production' properties at 
three· .$i tes ,three transmission '. substation sites:',.: tlu:ee: :Y·. ;,.... ;, 

transmission. line sites:-, and 17 ·distril:l\1tion.substation,;·sites'..,., .:, The 
average time in rate base for. the disputedproperties·~;is·,·J.J~,·years. 

Edison testified that the production sites arEt~;neeessary 
to..' meet a, general need .. for: future,generation.- '" Three~ sites are 
necessary· because Public \Resourc.eS'· Code S 255,0'3'· requires: that ,three 

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

S2 0.87-12-066, Ap~n~ix B. 
.... - (,: ' ...... ,' r·,'· 
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al ternate:; sites: .be.:presented .to.',theJ~CEC.r . .for:' any. singler:..generation 
pro,jeet·~. Edison'.5 analysis., shows. ,.that" ratepayers" ·wi11A:xm.ef:i-t·,-in 
the long run~"from·.retention,o'f one;' o·f:,.the-'.properties, ·compared: .. to 
sale and 'laterrepurchase ...... DRAopposed: Ed-ison:' s. conclusion,,: .• ,,:'.: 
claiming that the repurchase prices are speculativ.e". and~r.no":,.specific 
use has been demonstrated. Edisonprovided.·ORA.with,extensive,,', 
supporting workpapers ,for. other properties,: but: all :0£ the economic 
analyses . are not in ·evidence, .. " .... ,:. :,'; ,', . ':'::'; .:, :.' . 

We wiJ.-l, exclude .the disputed', :p:r::operties'. from",PHFU .. ':;' The 
guidelines.' set specific' reasonable",tim& .. limi:ts·for: retention,; of, 
plant. Beyond those limits. the- higher, ,standards', .int·he',:,g:u'idaline 
exceptions are required. 'Edison :has ,failed to· .meet ,the:: :higher': ,; 
standards. For production 'plant:' ;(l),presentation,:of::alternative 
sites to the ,CEC does no:t, justify keeping four' .. properties1in .rate 
base, (2)" Edison's' economic analysis 'is incomplete because the:, 
benefits of retaining the site eventually.usedmust'be,offsetby 

• 

the costs of,. retain;nq'the a'lternative:sites·,:',(3)r.there is no· • 
evidence that . Edison can . outperform: :~he:' real',',estate-:market ,i:n:' > , 

general, (4) the- roarketfor the ,land ,in PHFU'is"spec:ulativ&,S3"., 
and (5), Edison has not justified" the' mitigatinq ci'rcumstances,'; 
required by. the guidelines ~.' For ,other plant,' :.Edison.: has,:show.n~ that 
some mitigating circumstances are present· (e-.q ... , approvaJ;:'o'f'~ ~ 

overhead access. by other agencies,. and, the . need, for.· condemnation at 
a repurchased' site), but the:,'eeonomic:oonefits ofPHFU retention 
far in excess of the guideline:periods are not'sufficient(,to'" 
overcome the risks that·,Edison's;.economic-, assumptions:: are"·too',' 

•. optimistic. . .... ", '" .. ...;;,,'.'.;, '" .,., .. :: 
In summary ,-' .Eci±son' ~has not j:us,ti-£ied . granting.:, exceptions 

,to .the PHFU,guidelines.· Ratepayers-. pay :.a :premiu:m.r .for: EcU..son,':S:.[~ 
investments in PHFU, due to income tax charges on authorized net 

53 Exhibit 12S, Attachment 6-6, page 6-2 . 
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for· return·. ,We 'are not- convinced' that Edison'.:. shou'l:d:;expose~.:· ..... 
ratepayers... to- real es:tate 'investment·:risk5. beyond the::: ri~ks~;: :,:' 
incorporated in the PHFU guidelines., .. , .' ",.'::' ",~" 
6-.2.2 Nuclear Design Documentation,:'.::. d' • ',' '.'" • '\", , '~::"'(',.,.>·~.:~~ .. ~.n' 

. The NRC has mandated' anindustrywide'progrom to document 
the design bases for operating nue-leu plant~ •.. Edison is" ."! :,., 

performing the work as-required, and is .booking the,costs~to-'plant 
Account· ,182 .2,-: with omortizationto:'-Account 407 •. :'. EdisoXl reques,ted 
that': unamortized-amounts in;·Account 18:Z.2' .. ,be' included: .• ,in rate .base, 
consistent" with past treatment of ·other deferred.: del:>its •. '· ,::, ORA. ' .. ' , 
opposed:'inclusion in rate base, uguing, that'capital'ization:. of::.the 
design documentation is contrary to generally accepted accounting 
pri:l.ciples, and 'that capitalization: has, beenspecifical:ly denied by 
FERC •. ORA produced' a- letter from. FERCstaff to-."the Virginia: " .. ', 
Electric and, Power Company,denying·capitalizationof.nuclear 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 defened'debits .foramort'ization.· .If:. the 
des'ign -documentation, was : created: for a .new: plant it, woU'ld~. be- .. ' 

capitalized:, and.'documentation for existing' p1ants"shou-ld.i>:be.-
treated the-saIne·way. ' ,,' " ~::··c·:-

"~ The design documentation. costs .themselveswi:ll:.eventually 
be paid' by ratepayers, whether .. through:'deprec-ia.tion,.of· capital~. 
costs or amortization',ofdefer.red.-de:bits.At"issue' is.: whether." 
sharehold.ers should earn a return on the undepreciatec:h:or. ::. ... '~:. " 
unamortized. amounts. There- is 'no evidence·'.that,,-:the-,.costs are 
unreasonable, ,and we will 'allow Edison .to· earn'.a\"return ,on::. 
unamortized·:amounts over the. lives of the : related· nuc:lear"plants, 
unless we are later convinced that theplants,:'s,hou'ld-, be_._ r~m~ye~ 
from rate.base;·· '" ' ... ,",: :: .. :. 

:. We do not.disputeFERC's~:opinion .that' . .design·,~,>::.:· .'. 
documentation should not becapita:tized,:. .. but ::.al,l of~rate ;;bas,e "need 
not be capitalized.' The return; ,of :the deferred de:bits. tc> ,:: .' . 
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shareholders.: will· be· made through;',Account;407" ,and·' Edison:: should 
take care".that the'/design.',documentation costs are-.' exclud~"from~: 
depreciation treatment. . .I,'.. .' ", ., ", ,; ' .. :: ,:,,~:;. '. . .... 

6-.2.3 Advances for ConstX'Uetion.,.::.... ': -;). '" " - ,,~ ,:" .''.' _~"_ "" '~ .:' 
... ". ,.' Edison:' and: DRA.. waged a. batt~e- of :stat,istic's:' over the best 

technique for. forecasting customer} advances ·for cons,truc,tionr: ,which 
red.uce rate base. Edison based its': estimate :on~,linear:.regression 
over 13 years of· data.,,· correlating .:ecorded advances.agains:t> .the 
year of record. ORA correlated advances against, distribution line 
additions' over· the same' 13 .years ,to-" determine,'a ratio:::that:· can· be 
multiplied by test year line "additions to, forecas·t :customer:. 
acivances. ·Eciison believes . its: technique is bes.t :becaus.e:, the. sum of 
stAtistical "'residuals"- and the- sum of, squared· 'residuals;., are: , 
smaller· than those measures under ORA/,s: . method .. ,.DRA· claims, :that 
the sum· of' absolute values: of residuals-is smaller using~. ;i:\:s. 
method. The difference in rate base' is': $2 • 6·01million~.· ,; ,," ... :' . 

'Neither party.simply correlated recorcied,advances.against 
both year of, record and distribution· line additions, ,to:.determine 
which correlation is best. 'We have done', that arithmetic;, ,anci; .. will 
rely ontheconventionalmeasuxe r-squared, ·rathex- than,x-esiduals, 
as the best indication of correlation.. The data,' show : that, ~: ... <'. 

distribution line· adciitions.' are .. a'·better.predictor of.' customer 
advances (r-squared··· O~.967~) . .' than'~:year,;"of .record (r-squared,· 

0:907,) • We will adopt ,ORA's. recommendat.:i.;on.~ .~ .. , .:" .. ': . .> :: .. :: 

6.2.4 WOl:kinq.:,Capital ,-~", .:.' :: ...... :,J:.; i;', ... 

Working'capital has, two 'elements:mater.ials.~;and:.:;, .' ., 
supplies,' ~anci' "Working' cash.:.:· . Edison ,anci , ORA, dispute .one;·.element 0'£ 

materials'and: supplies,.' 'and '~several' elements. of· ·,working:cash .. ,;., .: 
&'~2".'4.1·Haterials 'and Supplies, .. : .. ':',',.:',. .'d·:'.'·I.:·.;'~ 

Edison estimated its 1992 materials and· supplies: :." .. : ~::~ 
inventory :'by escalating' the .. recorded··,1990 end-of~year balance to 
1992 at 5%- per year_ ,DRA:' noticed· ,that the 1990·:balance.:;was;:mo:ce 
than 15% higher than the 1,98:9 balance'.; ''l'herefore,<,ORA:,estimated 

,-- ,.97--
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the 1992 "inventory, leve! by: escalat.i:ng the':'198'9 ba:J:ance fo~ard, 
using the :same,"Stper, year.', After month-by-month··weighting';'i :.th& 
amount in dispute is $4'.3"23 million:,in rate\,base' .. ·.·'."~,\:" .. , ,:' :<.:' :: "., 

We~'agree ,with ORA·that the 19'89" end-of-year, inventory is 

an appropriate basis: fortest.year, inventories;,,:We':,wi.l;l,;;,adopt ':,', 
ORA" s rate base reduction;:. ,':,', 
6-.2 _ 4.2' WoX'king Cash, 

Working cash itself has eight operational cashi:,eJ:ements 
whieh,'are'derived .. from account,records,..plusa' ·ea~h'··requirement 
based "on a, lead-lag ~ study' of, estimated . utility cash flows'L;_;' j,.ORA'has 
disputed . several parts of·this'.construction; ','ORA.;:and Edison'agree 
that working cash should be calculated us,ing.:adopted :,expenses,.·; 
escalation rates,.' and sales forecasts.. Although:working,;cash' ".: 
disputes seem, overly detailed. at·,first .glanee,. · .. forEdison~lao:'ehange 
of one day-in cash flow could ,result .. .in "a $lO million.change in:' 
rate base. '. , , ':""'i.,' ; ,".', 

" ORA :recommended ao' reeluction·-'in:'recorded:~'aeeount balanees 
for ,"other accounts receivable,:"' elueto nonrecurring,:charqes-"of: 
$4 _ 0, million for . earthquake damage ,elaims.,and $1.4' million,"£or.: ' 
reimbursable fire damage at Edison I s officebuilding;"',,Edison " did 
not respond to ORA's recommenelation, ,either in' rebuttal 'testimony 
or in briefs. We accept ORA I sreduction'. < '. .;.-: (.;'!',. ',., 

The lead-lag calculation"considers' thetiminq of both 
Edison payments and customer revenues ~ "On, the payment';siae,.' ,ORA 
recommends increasing the average time for purchased"power·::'payments 
from 39~6S elays.to 42.28' elays,,'to,exelude payments'toKern~River 
Cogeneration, Company (lCRCC), an ;Edi~on .. affiliate·.:' . ORA· ',determined 
that ,:payments to~lCRCC are made, in 12 .. 5 daysr' unfairly decreasing, 
the average lag'Detween receipt ofthe'·power .. and payment:.:by. Edison. 
Edison did not:respond·to'DRA's:reeommendation,.and we will adopt 

. it.,· Early .. paymentsto utility affiliates:'and subsidiaries should 
not be considered' in working~cash .,calculations _' ..... 

''0' " , ~.", ' ~ .' .. '~~ 
., ... ;,... \'. "~, 
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.-',' . On .the customer revenue:~side.,.· DRA:, disputed'/Edison:~s' <:; 
estimate of, the:-:impacts ·of·~Edison"s planned' late ,~:payment>clcharge .. : 
Edison' s recorded' revenue lags ;',during ;:' 19 89 :: for commercial,: ", ..... : 'I 
industrial,: and"' aqrieul tural·customers., :were 4:3.'$5,:,.4 $ • ..:53, and 
44 .3& days, . respectively..: 'Edison\used.'40 ,.-days:to estimate ::test 

year working cash, 
charge on customer 
of 2.,2' ,days' .. 

reflecting the effects of the late payment·;, ... : 

behavior. DRA recommended ·,a .. further."reduction 
.' . . '. ~, .. ,,'. 

.. ' . The . forecasts .of customer ,-behavior : are" ,no:more·;:than "", 
educated·,guesses. We will 'adopt .Edison "50 ... forecast,. . but wi-tha note 
of· concern about application of·;.the late'payment charge. :-:."Ou:ring 
hearinqs'Edison"announeed that it plans a, six :to ,'eight.;ciaY'l"grace 
period':>in.:application of the latepayment .. charge,. whichcwould:tend 
to increase . revenue lag days. We' ·remind ~'Edison' ·that·.if its.:.'J:ate 
payment charge is· eventually approved,. 'it ·.should I. 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 i)late . • 
payment . charges to governmental faeilitiesare,·,limited· ,by.the. 
California Governmental Code ... We assume that Edison's,.;laq·day· 
estimates have .considered this·constraint. 
§;. 2.5 Amorphous Core 'l"ransfoxmen '.': 

".< •• 

Althoughtbe' parties-'do :not'.:mention-this issue in their 
briefs, the joint comparison exhibit-shows"a dispute'.ove:: inclusion 
of·amorphous·core.transformers in rate base,. in·the'aInount·o,f'·· 
$1:.'272 ·million ... Amorphous core transformers cost more:.'than~" 
convention41' iron:: core . transformers, ,but: tbey",arecmora- enerqy-... :: 
efficient. 'ORA. believes the :transformers should,-be';excluded::'from 
rate base until cost savings are further documented. "., .. 

We .will allow the amorpbous, core transformers in·-;rate:.: 
base, because they meet, the guidelines. for:RD&O'capitalization::and 
capital costs are· small. ,Edison should revisit:::.costs;:'.and benefits 
before significantly expanding use of the transformers. 
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7 _ Depreciation ~~ . ,.\.:,.,: ...... :~~., ~ .. ':' .~(' .... _;?~, .. >' ... " ... ~. '~: '" .:' ;.-':::~~ ::.:~ ;'.~"~:~:~'.~ :'~~:~ .. _ 'w ,~. "'1'"';. r,,~:,,~! .. ~ ~:~: _ ... ,_", '"". '". 

'.~ ':"Only: ·Edison. and~. ORA' presented: .testimony.:on;depreeiation 
expense' and. ~deprecia tion reserve'.; <:ORA. :'agreed to )Edison '·s.~) ;reduction 
of the average' depreciation, rate·.',from.·,3 .7'2:% to-.·3:.10·%;, :based,:.:on·: 
increased' plant lives:.: ORA;,recommendedi·depreciation;:expenses." .. : 
$20.916 million lower than Edison, but the difference ~'is ;driven­
entirely by DRA"s use of later . data-. for depreciation:reserve 
balances' and-. clisputed'plan.-":-·,:~~_ service .. we·:·:adopt·~~,s use of the 
later data. The ~ies.. ·-have agreed· to use an: interpolation scheme 
to determine test year depreciation ,expense from. adopted ,plant .. in 
serv'ice •. The record is less el~ar howdep~eciatio~.res~ryesh~uld 

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

be interpolated, but we assume. the same .formula applies .• '. , 
! '. '.' , .~ -' ., ., , • , , " • • ", • "' 

Ratepayer funding of trus:t .funds for future. nuclear .. plant 
.. " ' ".. • '., ,/" , , " ,.j. I ... ,_ .,..1' _' " •• ~.' ,', 

decommissioning. is treated as' a ,depr~eiation expense._ .There is one 
. _. - .•.. . "',, ..',' ; .' ,I .~. __ , .. _~. ..... 

dispute over decommissioning revenue requirement. ORA. and: ... FEA 
,. • _. , '. •• , 'f '. • • \ • , \..... .' ~ ..~ 

recommend a reduction of $779,.000 from Edison~s, estimated,_revenue 
~ ~ ! • • • , .. ' \. ." I . ," 

requirement" to reflect updated cost studies at SONGS ;and Palo·, 
. .. . . -' .. . " , ~ ... " \ " 

Verde. Although this difference, is .less. than'. 1% of the, .. ' , ... _ 
\ . ,_ ',"' • " "' .. 0.' ,\ . 

decommissioning expense, .DRA believes the. reduction ,is, appropriate, 
to minimize .ratepayer co~ts. . Edis~n. bel'ievesthe ~adjustme~tis 

,./ , • • ... • __ " , ..... ,', ... " ..' " .. ', ~,' .. , ,j ,_. c' • , 

unnecessary. We will adopt the $779 ,.000 re~uction. , Adj.ustments 
• , .' " \ ,. C • J .. "., '"'' " ~, • 

such as these are inconsequential in the. long. run, but the reduced 
" • , f ", ~ '" f • ,\, \ ! " .' • , • . .. ) .. ' 

costs are consistent with. the most recent cost. studies and., take 
;._ ' '" .•• , ,.," , .,' I, i T' ~, '., ~ , 

very little effor:tto~p.lement~ "':.' ",,: ,',"';.:: .;:'::";:':" 
,FEA also expressed .. concern: .. that Edis.on"s .estima.ted .. trust 

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

fund earnings rates--S.25% for: the .qualifiedtrust,. and. 6 .• 0,0% for 
, .\.' '." I.. ".' , .> _ <.\ ~ __ " j ,," ,,'. . .' ".' 

the nonquali'fied trust--are· too low,. and that .,Edisc:>n,',s 25·%. . ........ . 
.. , .1. ...... ' , .. • ,...... , ". ". •• ".., _ _. co ._ ... , ,f \ • .' _;" ~ _ ' .. ' " .', '" ._) ~ " 

contingency factor for decommissioning costs. might . be. too. low •. , FEA 
- ' .',' , • ... . ',f, • ",......' ".' • J ,',';',' ,;, ~ •• _. ,.., !,' I"" 

recommended further scrutinY"of these ,issues, .inthis· proceeding or 
• - . ,_ '. '. \. I • ..,; "" • ',,' .' ,\' '. ,'.. " I I,~ , ~ ." ' 

in Edison's next GRC. We will order a showing on these topics by 
Edison in its next GRC. 

. " ,,,< 
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8. Researc.h" Development, Mel Pemonstrotion ~,~ '> '~;""~":""S::::"d " 
" '" In Edison 's last,GRC the /Conuni-ssion ,.commented that 

although EdiSon ',S presentation ,was' generallyvery'professional,,. its 
conduct in the RO&D' are'a ,was~ ,unacceptable,. notably"ix't·makinq: late 
revisio~ to electric vehicle ,proqraIl\$':, In D .. ..:87-·12·-0,66/~,~:"the'", 
Commission warned: ',' ",,~, """ :'., , '. ,:' I.,:,',: 

"'Edison is ,put on, notice~that it should . take',::: ','.~,' 
,.steps to insuretha:t this does. ,not .re,occur, ,and:. ,'" 
that any future l'ateacld'itions'or substantial' ,.' ; 

,'changes will simply not be-,considered. ",'" "~ ,,:,' " 

Despite this 'explicit warriinq,Ed.J:son;s "showing again"h.a's';su:ffered 
from problems of late program revisions, unexPlainea::~capitar' costs, 
inconsistency betweenexhib'its' ~nd"briefs;' and' attempts'itt:' ' 
wholesale capitalization of prior "year expenses' and'undepreciated 
capital' costs. We wilibase"our 'de'c'is'ions"'on the" recorct'before' us, 
but with the above warning in mrnd.In:£ut~re:showinqs' on'RD&D 
matter~-;Edison' should':" el): ide'n:ti'fY;~.J:l e'xpenses'~'and:capital' 
costs, '(2") identify proj'ectsfor whiCh.· ,'future roya'lties':'and 
licensing fees are likely to be returned tC);ratepayer;;:' 
(3)' demonstrate net book' values 'a,nd "depreciat.ton '-char9~·s;;refated. to 
capitalized RD&D pro'j'ec't:s; ~n.d t 4) in' general,' . 'improve;'~tts: 'showings 
on the ratemaking treatment '0£ 'RD&O programs ~ '" " ... 

Ediso'n;s fragme;nt.ed showing'on: ratemaking' treatmen:t' . 
convinces us to order a 'financial audit '~:of Edi'son':s"RD&D" , 
expenditures from 19SB- through 199'Z;: 'to' be submitted 'l:n";'Edison"s 
next GRC.' The audit should: (1) identify'al1'r~corded expenses and 
capital costs; with attention to capital costs meeting "the' .. ' , 
Commission:'s'standards for RD&D c'apitaliiation,:CZ)': .id'enttfY direct 
ben~fi ts':~PonSored: by" th:e ';E:tectrie · Pow~r Re'searc~: 'Ins"fftute ::~ (EPRI ) , 
noting any projects directed or develoPed'by':'EClison, ·';('j)~f6r\:~;~ 

.}:<" ' 

S4 26 Cal. PUC 2d 392,454 (1987). 
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,capital: assets,,~:determine .where:- :th~'.i tems:, a):.e~ loca:ted:. and: .who~ :.is:. 
responsible:- .for, O&M, and'·,4-)- track, ,a·l1' entx:ies.: :in: ,Acco,unt "'1~0-3(, .', u 

incl~d.inCJ.transfers to:utili ty:plant: and. non-,ut'ili ty~.',plant .,:' ,:The, 
audi -t, wil:l ' be: coordinated, by:CACO:" .a t),Edison~'s; ,0Xpen's;e ,. ... ;us:ing' (funds 

red.ir~cted from' the:: approV'ed:,RO&:Dexpenses.· ,A: fina·l,' r~r"t~ ;sh?uld 
be. j completed .. by, . Jun~ " 30 ,";·'"1993' .,. ~.: ~. :~~ 'j.' ,",' ~ .. , ":" '. ~- '.'~.- ~ \.:' I ". :~~ .:~ 

8.1'RD&D ~911.CY,' ,",",,' ",,' ,; .. ' ,'. :', '·l, •. " ,"'>;'~i~);,"'!; ;:.;,,; .. >;;;, 

'In ·this,·opinion ,we-,have:"clarified~two\ .. RO&D ... quidelines,· to 
restrict plant that iseligib-l:e:r:fox: capital:ization cand (~to. "exclude 
showcasing .from RD&D· capi:talization.55 ,; ;I:n .. f,uture,'proc,ee,d.i;ngs ',' . !,. 

Edison should· also exclude all showcasing: from),RD&:D (budqe:ts .• ," ~We 
will authorize, some showcasing: ,expenses in this, GRC,-.;but,·Edispn ", 
should'include showcasing, as ,a.OSM,acti vity, with· ;appropr:iat&.'! ,; ,,'.~ 

cost-effectiveness.. j.ustifiC4tion. ..:.J .'~'.:' .. ,: :;:-,., ,~, v::' ,'" '.: 

we; confirm that"Ed'ison's::RD&O~ 'effor.ts should.:·strive ;·f.or a 
balanced 'portfoJ:io,:of supp-ly, 'transmission' and .. di$.tri.bution:,·~ and, 
end use projects. ..:::;:, .. L ;;:;,.;,;';":,.:};,< ..•. ,:,,:.I:.~ 

We.defer policy considerations' for"elec,tricy"vehicles and 
electric transportation, in . general ,to. I .91-1'O~02:9":wh:ieh,:.was.,, 
approved·~<>Ctober, ,23, 1991'':. or..:other ~approp.r:i·ate' .proceedings,..,;.:.: 'Any 

policy ,direction on,electrictranspor:tation given here:in:;"will, ,be, 
illterinL in--:nature •. :' ',' ,\} ::, . : '\'''.: ':':: ,:,' ,{!~:<::",,:_,~ 

'/' .', , .. Edison and ,ORA have, agreed ;that'any ,sh-iftinq, .. o.f ,::RD&O.;, ~ 
funds among .authorized or ,new programs .. shouldbe:;done ,by).,: i ..... ' .. ' . .,' 

application ;if, more than..:.5 0 %., of; .. the: . funds;"are . redirected;,;. "by :adv,ice 
letter if more .than 20%· but ·.less than: S.O.%of .• ,program ,funds .. are:,:,,~~ 
reciirecteci" .and at Edison':s. diseretion, if shifted, funds,are,les:s: 
than 20% 'of authorized program. expense, levels •. , We ,ac:c;ept ,.;:thes,e.·:: 
limitations,. ,.,but clarify that. the-, percentages ,apply.,:to. bot:hr:funding 
source-anci:funding,'ta.rget proqzoams;o""For:,example,. if: ,Project:A,is 

55 Chapter 6, Section 6.1.3.;1~.)' . 
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, . , .... ,,' 

authorized.~ at· -$.!OO., 0-0:0:· and. Proj'ect·~S' at . $':J;.;rO:O:O;,-O:OO.,: .. ··.then> s.hi:ft,:in:g 
of more than·$20-r OOO·from· Pro.jeet,·:s t'o-Pro·j.eet:;A wou:1d:';requi~e"-;. 
advice-letter' approval;' and', shift"ing,.o.£.:more thari:;SSO:rOO:O~-wouJ;d:,:. 

require' :an. ~pplication . by '·Ed'ison·_ ;:Accord'ing. :to<·thi$J;~gu'ide1ine~,an 
application would: be required: for:'any'.entirely·; newi:RO&O:proj.eet;. 

In 0.90-09-04556 the Comrn.:i:sS:::i:on authorized. :use, .:OfRD&Oi 
funding ranges in future GRCs. Edison has argued: .. :tha,t'.ai~·funding: 

range should 'be set in·thJ.~proceed·ing"consis.tent: :with the spirit 
of 0.9'0-09':'045.' ORA disagreed:, pointing . out that~ the:language"in 
0.90-09~04S.explicitly ~puts ·the'i.'$s-ue ·inEciison/s . next :GRC,,-' 
(scheduled: to be for a test· year' 1995-) ."·ORA now-seeks':, - " 
clarification "on exactly howfunding:leve-lswiJ:l- ·be-·:.set:,;:·.~.Weagree 

that :Di.9·0~0·9-045· does not apply':to . this .proceeding.'·We.-defer: .the 
calculation of funding ranges to R~~1-10:':'0:1J;,: where''.alJ> ut:il-ities 
can part'icipate. Ed·ison's.: request t~:set·a fund-ingJ range is 
another:l:ast minute RD&D·iss-ue~that ,arrived too< ·l:ate'·:for ;-' : .. ; - .... 

• 

consideration in this GRC. :',' ._;-.': .. ~:;, .... 

J .. We' -have heard~ tes.timonyand: 'argument 'on 'RO&O' that touches· • 
on fundamental .utili'ty obligations';" . One of .Edison"s:'.ma:jor:~:RO&D'" 
efforts' is: entitled: "CUstomer Air . Qua'li ty ';Improvement: ·~Pro9'ram.;. -. :'for 
which· Edison:·' requests $4 .::OSSmillionin·expenses ~ .. ' Much .. io·f -Edison's 
testimony on the benefits of the three projects' it proposes. under 
the air quality program emphasized- what we will· O'a11:.social 
efficiency. Ed:ison claimed: that'ratepayer funding; of . ;the:-.:.program 

. will help:' customers meet their a'ir:qua'l:i tyrequirements-,:s.tay· 
competitive, and' remain in Southern-California .. ·',··ORAand. other ' 
parties' (e.g., TURN and. Industrial:,OserS: r or IU} opposeclr.:Ed:ison'''s 
request, arguing' that soeietalbenef-its";'are different from :.;. :. < . 
'ratepayer benefits, all, ratepayers should not· subsidize ::4-.£ew,':, :_ 
customers ;'and air' quality . compliance ~is . the- 'responsibiJ:ity "of" .:: 

56 37 Cal. POC 2d 390, 393 (1990};.::.,: 
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businesses:, and: local· communities:. " They concludeJ that') Edis'on' s 
progrmn is: an '. inappropriate, eXtens.ion of':·'··the-publ'ic~ util'ity~role. 
The Natural--'Resources Defexlsec·',Counc'il (NROC),' a\strong ')'/: .:"'~i'.. 

environmenul· advocate, hesitated· to endorse' Edison's fue-l::· 

switching and: electro-technology:: activities. ~~' NRDC:~witness';Ra:lph 

cavanagh'recommended'thatapproval should await.further"study'in 
R.91-08-003 and I·.91-0'S-002, the- current DSM"rulemaking';O ,., 

The essential issue "which· emerges from the· part'ies;' '. 

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:.·o:f'·· 

energy- The,balance of" social fairness against economic::e'fficiency 
is a classic public policy dilemma. Edison states that:-utility", 

participation is an efficient way for California businesses. to". stay 
competitivei.n difficult· economic circumstances.' . This may be true. 
Other parties. state that. ratepayer fundinq.of·"Edison;'s,·'·: -":'-'<--­

participation: is· unfair. This is moredifficult,,·to· assess; but:;may 
also-be true:. . '.,.: ' '"',,. ". ,.:.:.,:.:,,>" 

:~We decline- to· decide this· important policy"issue solely 
on 'the record· ,developed: in this'GRC. We agree with;-;the"':NRDC- that 

the, DSM' . rule-making ,. R.91-08-003, and .. I. 9l';08-002;:will provide,.an 

appropriate' forum for 'a.' more·: comprehensive study' 'and 'we"order that 
,this issue- be examined' in that, proceeding;;assoonr:as.::practicable. 
We urge the'participation,of all California,requlated"'-energy ;;, .. , 

utilites and interested"customer qroups'in:developing::a thorough 
record. . , . ..... '.' .. !,. " :. '-' .. ,,': ,-.: : ': 

For·the immediate three-year.::period 'represented by-,this 
GRC cycle, however,.. we· believe that Edison has;~supported~'its ,-, 8.:: 

funding reques.t· for· its'Customer: Air,'.Quality,Improvement Program. 
This prog-ram· is-discussed further~in Section S.~3.Z·;,;,·o!f:~this:"-·'! 
chapter . .... , ... ' .,'.","'" ,Ic _,,:':"1<.',': .--<~: .. :'::'<~'~ "" \ ;":c~._~ .. ::':::·: .,-, 
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'.' On.. October-.. ll:, 199'1, a£.ter~ s:ubmission:.,o:f>Phe;se;,l, ... the~ 
Governor approved.Assembly Bill, ,2.054 ".which· added~ PU,:, Codey,S:: ;74:0-.4, 
effective January 1, • '19,92., The new·.'Code,sectioll:··requires:~that,·the 
Commission allow reasonable utility:; expenses . for business..,,:reten.tion 
and ,other, economic development. programs, ".to.: the. extent ',of •. ,ratepayer 
benefit... Section 740.4. does not: specify whether~"the.'bene£it"must 
be net of expenses or a gross benefit ~ before. expe:nses:,~ which would 
require: subsidies by ratepayers. ··.,The . Commission: has':'had no 
opportunity to- consider how the those, benefits should;.be defined 
and calculated· •. , We will review: implementation of S,·740:· •. 4 .in the 
OSM rulemAking, R.9l-08~003 and, I .. 9·l,-OS-002, .. and. do not,.lbase-:.our 
authorization. or denial, of Edison's· program on"'a "quick read'!",of 
that statute.. ,,"', "." , ,.' 

8.2 Rl!t!l!ll!l!1Ljng .. '. ~ . . ,.... ,. ,'.,' ." " 

, " Because, we havG'.,concluded·:that the .RD&O £und·ing.:range3 
oraerea in",O.90-09-04Sdo. not apply,in-:this.'GRC, we' wil'l-:, adopt.>.' 
£unding,.levels . for· specific'programs .• :' W&:will continue:,.Ed.isofl;~s 
existing one-way balancing account, which allows that,. uns,pent·· RO&D 

funds may be spent in subsequent:: years-, through the end 0·£ each GRC 
cycle. ,We expect to'see an advice,filing, £rom".Edison:~\within:90,:;. 
days:after the,end of 1991,.to·disposeof.any,unspent:funds:::from 
the- 1988-1991 cycle by·.a credit ,to:,}the ERAM:balancing' ,account.:-

.' ~. ,ORA,.has reconunended·.that.,all royalties,.licensinq fees, 
ana other revenues attributable tO~.,Edison~s·,RD&O. programs·.sbould :be 
credited to- an interest :bearinq memorandum account.. . The':: account 
balance would :be 'returned to ratepayers in the next GRC •. Edison 
agrees in principle, but. ,testified'.thatno·such.revenues are 
forecast for,:, the test year .. :' We will, adopt ,ORA·~.s'Jrecommendation~ 

,Edison believes that.: RD&O· .. :and'~.OSM. activities, ,should,\be 
exempt from. any O&M expense reductions to account.for: .. productiV'ity 
or Edison's Cost Containment program. This is reasonable-" d~e·to 
the remoteness of these expenses from ordinary proauction and 
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delivery of ener9Y,:,and~:~cduse DSM expenditures have been unstable 
~ .. ~ .. , .. '"" • • ...... '. T ......... T .. .. 

from: year tc>-:.year."'·:; ," .. ~< .. :.', ....• : .. L " .'" ·;"'.~/:.;: 

8.3 RDiD Programs 
• • ! • 

, Edison~s.pr·oposed RO&Dprograms.are" 1 is. ted ,on ,':Cable,S., 
'- ;' ~ ,. , . '. .". ," . : "'.,,-

with' footnote:.,cUscrepaneies between'evidenee and; ,briefs. There; are 
seven'maj'or areas of. exPendi·tures~ . "We 'will·'autho'rize'no·· 
eapitalizationof RO&D eosts,;. 

< \ ," • .,., 

all adopted amounts ':'are,,"to,~:be~, 
• , .... ),... , • , _. ,_,' .~ i ,.', A '" ... 

expensed. In . a few 'instanees requested 'l:9'9Z'capital:,eosts':,'may; be 
. ", .' ... ' '. '. ....' I" /, .~' h, ' ' ,~ 

expensed for::-reeovery in rates. ,'N·,., . 
........ ~ , . 
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TABI.E 5 
TEST., .Y.EAR~RD&O J!XPE~D I TUR£S '. \ •. ~ • •• 

. " ". _ ,., .. ".' ,,,. ,ED ISOlf REQUESTED _ ' '.' EXPENSES 
'\--- •• ________ • __ • ___ .. _. __ ..... ' .. ,.-_ ..... ---_ ..................... ~ ........... ~ .. ---/I,--............... _ ••••••••• - ..... _. 

I.fNE ' " 'PROJECT . .... ... _ .............. _ ........... _----_ .... . ...... _ ................................... .-.~ ... -... -................ -
" 

~- . -- , ' I ,~. (1)": , .. ,:' . (2» ,,:' C'. '.1 C3i'> ' ";'(1.)' ::c:: ;:;'!:(5)~'" '."'., 

,OJST~ER [KERG'( TECHNOLOGY ~) ::;' ::' ,:; :14', '728':' ::. SS;965' ::: St,eco:~ 
~, • '. •• ._\ "'"." "'.. '. I' . :. • /"+ J' ... \ 

1 C~MERcrAt. DEHOfjSTRATtON' , '~.' s15,m ·-~·J"S1~'t82' ~ .. 1_ 

2 .• C~MERCIAL." INDUSTRIAL OE~SiRATIONS. : I"';'''' 1 .. 950 . .. 750., . , . , . '::;")I .. ;;·:'-'c:">-
l ADVANCED BUIL.DINGS . ",152 .. , 700 "', ,,,, 

4 TECHNOLOGY TRANSFER 4,643 ,d' •. 0. " ,,0.·,., .... 4 ~~".", 
0 ' " . "1:~ .,,, .. ;'} ,·c<~~~":" .. :".' 

5 CTAC 1,600 0 
6 NON-ELECTRIC TECHNOL.OCIES 0 a 0 .. 1,000 -

CUSTOMER Alit ClCJAI.ITY IMPROVEMENT 
7 ROC AND C~PLIANCE 1,605 0 0 1,6:'5 0 
8 NEW RECIULATIONS 1,563 0 0 ,~. 0 
9 NOX CCiMPI.IANCE 887 0 0 tit!7 0 

10 AIR ClUAl.ITY TECHNOI.OGIES a 0 0 .. 400 -
EI.ECTItIC AND COMMUNICATIONS SYSTEMS 

11 NET~ 7,180 6,093 1,500 13,273 7,180 
12 DISTRIBUTION HARDWARE 4,051 232 [1] 80 4.'TZ:. 4,051 
13 DICITAI. PROTECTION I 437 m 70 , I 
14 CONTROI.S AND DIACNOSTICS 1,943 0 0 ',~ 1,943· 
15 ADVANCED COMMUNICATIONS 1,689 1,200 500 ~,29 1,489 
16 ON-SITE CENERATION 1.099 5,002 800 6r~~ 1,099 
17 TIm 0 10,877 2.700 10,gr 0 
,a ADVANCED CONCEPTS 762 0 0 762 762 
19 DISTRIBUTION AUT~TION 0 750 0 ~ 0 

SYSTEM ENERCY MANACEMENT 
20 EI. SEGUNDO CONTRO~S 3,545 6.800 0 10~5 3,545 
21 EFFICIENT BURNERS 1,693 2,225 0 3 .. ;-..! 1,693 
22 CHINO IMPROVEMENTS 593 573 50 1,~66 593 
23 RENEIJABLES 1,688 0 0 1,2! 1,688 

ENVIRONMENTA~ OUA~ITY 
24 AIR QUALITY 2,505 0 0 2.-1',,3 2,505 
25 OCOJPATIONA~ HEALTH ',788 0' 0 '.;~ 1,7'88 
26 NATURAL RESOURCES 1,427 0 0 1,;:zJ 1,427 
'0 URBAN INFI.U!NCES 1,037' 0 0 1/:::S1 ',037 
28 STRATECIES 844 0 0 ~ 844 

ELECTRIC TRANSPORTATION 
29 MASS TRANSIT 760 0, 0 760: 760 
30 EU!CTRIC V!HIC~E TESTINC 1,344 0 0 1~ 1,344 
3r INFRASTR1JCT1JRE I 0 0 - , -32 BATTERY DEVEI.OPHENT I 0 

• 0 0 .. I "' :s:s PRIOR YEAR: EXPEWDIiURES t2l 7,379 0) 0 7 "r.; 7,379 

OTHER 
14 RESEARCH SUPPORT 3.062 0 0 3,.::62 3,062" 
35 COM PRESSEl) AIR 0 150 150 :50: 0 
36 WORATORY Tool.S 0 260 50 ~ 0 
37' EPRI NIA 0 0 "I/o 4,018 [5] 

la TOTAL. S52.040 S53,045· S9,150 S105,:z5 S50,793 

.................... 
(1) EXHIBIT m. PAGE 3*171. SHOIJS S1,419 FOR: THE SUM' OF THESE TWO AHQJNTS .. 
tZJ ASSUMINC S1l,449 AI.READY RECQVERED IN RATES. 
C5J FR~ EXHIBIT 112 ANO EXHIBIT 21a,. PAGE 4·5. EDISON OPENING- BRIEF ANO EXHU:-:- ~ ~. 

S10,082 FOR EL.ECTRIC TRANSPOR.TATION CAPITA~IZ!D. -
C4J AI.L REDIRECTED PRIOR YEAR EXPENDITURES EXCEED INC S100.000 PER YEAR SHOU~D 1£ =-S~E!) 

AS UNSPENT IN THE ONE WAY BAIoANCINC ACCOUNT. 
[5] IF EOfSON IS OROI!:RfI) TO JOIN [PRI. 

- 107 -

(6) 
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.8 • 3; • l' . CUstomer: Erierav, 1'ecl)no1ogy .. ' ..... ,: ,'-:",;< . " "" ," .:' , ',' .. :~,). }'~ ,:-: -: '~'. 

,Edison requested:-'$IO ~971 .. million, in·:expenses' and: :~"".::>'~' 

$11. 067 million, in eapital"eosts £or~ five projects':( Commercia1 : ,'; 
Demonstration,' Commereial-Industrial' Demonstration~ Advanced:'-;:;: '." 
Buildings, Technology Trans,fer, and the Customer ~ Technology;' ,," 
Applications Center, or CTAC) '.'~' ORA, recommended "authorization ,: of 
25% of Edison's expense request' for', the first threeprO<]X'ams.,:':,zero 
for Technology Transfer, and~ zero' for, CTAC. ORA.cri tic,ized' these 
proq.rams because they overemphasize' load: 'building ,,1l1.:Lscharacterize 
load factor benefits by buildinq"off-peak'load, unfairlY"emphasize 
electricity over other energy' sources, ,. and unfairly:'benefit ",," 
customers, not ratepayers. ORA also recommended that any''j;'~'' ,:, .' ,­
activi ties which, involve d'irect'·: cus-tomer contact,· ,ineIuding 
technolo91'" transfer' proqrams., should be in,'Edison"s DSM budget; not 
RD&O. " ,,' " .. , ' . ',' '. \' -:',""" ',' 

In order to- stress- fuel·u8e'·:reduction over fuel;, 
switching, we will adopt ' ORA's,' expense" recommendat.ions, :wi thtwOo 
exceptions. First, we, will, authorize· the, requested"Sl';&OO' ':million 
for CTAC~' Second, within Edis.on's-: capital,request:,is·" 
$3' .. 250 million for, 1992, capital cos.ts .. :· 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,~expensin9 
of prior year expend'itures. would'be:retroactiveratemakin9'~:For 
all customer energy technology'expenses,' . Edison., should in future 
years distinguish. RD&D expense~' from DSM expenses;'"using our 
announced guidelines. 57 '.' Showc~S-in9' expens~s sh~uid:be removed ' 

" , ~, ,'''"\ /' 

from RD&O~ '. 
8.3 .. 2 Customer Air Quality .l!lJ?rovemeDt 

Edison proposes·' three projects under'this program. The 
total funding request is $4.055> million ,in e~nse~ bl:'~~~n' down:; by 

• , ' < •• ",.' ~,I',' i •• ,' 

57 Chapter 6, Section 6.1.3.1. 
,'.~. . :1:. :: ~ : .• l . ~'~.:", ~ " 

.~, .:."..,r" '\ <.. ,.:~, 
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project, as follows: NOx Rule ~omplianc~f:$~·7:,q:O:0:;\,,:~ROG~'.~:n.d ... Air 
Toxic Rule Compliance ,$1, 60S., 000; ::.New: , AQMP Regulations , 
$1,563,000.' Among the program'sobjectives·are,demonstration;of 
technologies to reduce nitrogen-oxides. (NOx), at: customer·, sites;. '. 

assessinq, .. anticipating,. and providing input, to.air'qual~ty:· •... 
regulations; energy efficiency improvements which will~"lead.t~-,·. 
compliance with air quality regulations; and aid to,customers·in 
reducing ,and controlling 'air emissions •. These .objectives::will be 

pursued. by the identification,. :evaluation., development, and·. ..' 
demonstration of state-of-the-ar:t: or: newly emerging". air, quality 
improvementtechnoloqies for· appropriate large-scale transfer ,to 

customers. ' ." ,..' .. ' \ 
.. ORA and other parties·:) oppose: each· of. Edison' s.-.projects, 

alleging that the Customer Air,; Quality Improvement: ,Prcq):,anI.::.is", ..­
unfairly outside the scope of the utility function. ORA .,~, :.';" 
recommended that Edison ins-tead begin' a, $400,0·0·Oi,program to provide 

customers ,with information, (not equipment-or services). on"air~; . 
quality and.energy efficient technologies. . ,,;>~' .. ";;' 

We are not persuaded that. Edison's·. Air Quality· :', .. : .. 
Improvement ,Plan lacks ratepayer benefit.' . Moreover, . we believe'. 
tb4t ORA's proposal may be both too.; limited in-scope and. ,:: ., .. :: .,. 
underfunded to achieve' the. desired,· results. .In O.90-09~04S·, an: 
interim opin.ion in- our RO&O rulemakinq,R. 87'-10·~013·" we s.:tated: 

RO&O priori ties and programs'. should consider-·; and~~ be 
responsive to environmental concerns in the short-, 
mid-, and lonq;"term. RO&D activities' should be ., 
conducted with a' particu·larawareness of the need.- to­
address issues such as water ~§d air quality, and 
hazardous waste prevention. . .. ', 

'. 'I" 

We approve Ediso.n's funding request.. We believe' that the 
pro,gram will provide short-term response to envi~onmental problems 

• " • • • I • • ,I I ., '< I •• '; ~ ," ,I j .' \. ".l .• 

in the South Coast Air Basin. We caution Edison, however, that in 

sa 37 cal PUC 2d 390, 397, Appendix C'( 199·:0\~~<:· .. '.1 
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uncle~akin9' the ,program· it. should beiJmindful" o:£~'. our';. 9~1 ,.:, restated 
in ourOSM Rulemaking, and equally' applic,able here,:· of,; encouraging 
energy efficiency andener9YCOnservation~,~9 "Edis,on'; should;"'" 
refrain. from'activities. and-project implementation ,whi<?h;may,,,,, 

frustrate those goals." ,;'-',' '..'.1 ,",;:·'e.,,'" 
8.~.3 Electric and CODmnmic§tions Systeu ' 

,Edison requested-$16·. 724,: million ,in" expenses: and ,: .;: 
$24_.591 million in capital costs. for .. RD,&D progr,4Ills-;,tOo; improve 
efficiency and reduce costs at Edi8on~'s: operating' f4cilities,. ;; 
There aJ::e ,nine projects., ORA, does, not contes,t, Edison~,s., re,ques,ted 
expenses. for seven of them: NetcoDL, _ Oistribution- Harclware,... Digital 
Protection, Controls and Diagnostics, Advanced Communic:at:ions:,. 
On-site Generation, and Advanced Co~cepts.-: For tho~~.~~~~~,:'·, ' 
projects. we will, authorize' Edison's', requested·, expens~e and the 
expensing of the requested: 1992 capital",costs.,:,!The,~,eighth,_,project 
is Distribution Automation, for:which Edison, seeks no expenses.,·:but 
requested $,750,,000 to recover capital: costs' made, prior', to:"1992.,, We 
deny that request. 

Edison's final request in, this- a::ea.wa~.:f~~::." '):,,,_, " ' ,:, 
$.10,$7·7 million"in capital:, costs~ f,or, the TI/PV:project. The 
record, shows that, Edison plans to, expend only,$2.700 million" in: 
1992, in payments to Texas, ,Instruments Incorporated,. its joint", 
venture partner. ORA rec,ommended.:, ,no capital funding in."1992",, ' :; 
because Edison. does not own the" tangible: assets. , , If ,the Commission 
approves, the project, DRA..recommendedexpense amortization over, 
three years. DRA's oppos.ition is., based on the "inadequacy::>C?f", :~,,' 

supporting- information from- Edison."~, ,This project;,arriyed,in, ,the 
GRC after commencement,' of hearings" and, the only infprmation:; .. :"; 
available_was a. short press release,., We deny ratepayer f':lllding~.'of 

this project, :because-: (1.),: support:ing information is, inadequate, 

S9 R.91-08-003, 1.91-08-002, Appendix A, p.S (m~~o):\~:)·r~;.:s 
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(2) all. but: $2'.700- mill·iolf"was expended; prior:::'to 'the ~t'"es;t::'yea%>-
... ( 3:)· the:: remainder does not qu·al'i:fy. for capitaH.:zatibn ~ecausethe 
assets are not owned by' EdIson,· 'and 'C4} Edi·son"s·:'·request:·, arrived 
late; despite explicit Commiss'ion:·warn:ing'in:D'~8·r-;12:';O·6,6 .• ;";...:.!: ••.•.. , 

8:.3. 4 ~tem Energy HAna9emsmt ' ", .. '); .. ~: '.~:; .... :. . 

Edison requested:S7 ... Sl:9 ,m:ill'ion '!n. .. :expenses··"'arid_,,:: •.. : ......• 
$9.598· million 'incapital co·sts'·:for:· energy management; improvements 
at Edison's": productionfaciJ:i ties.' '.,:: Only: SSO"~ OO·Oo:f::'the:: capital; 
amount· is" for 19'92 expend! tuxes ~. ORA' recommended ;approval·~ 'o~" only 
of' . the' expense- amounts~, We; will approve' a1l;.:0:£·, the"' requested·:<·· 
expenses·"plus . the '19'92' capital', amount:,' to- be' expensed:.:·for·::·····;:· 
ratemakinq" pu'rpOses~ ',' ~.'. ~,~,.", ~, k>" <' 

8.3.5:'" lnyironmental Quality" ~/ :.~", ' •. : .> ,. 

,. ··Edlson requested': $7:.6·0'1' million: in: expenses'?' and':')·no::'~:· . 
. " cap'ital:: costs'/for, fiv~ project's aimecF~ at' long:;'term envirOnmental 
research:~' 'Funding , for·' these::' pro j'ects' Wd3'; reducedr: 'in::' -1'9 9 O~~;:':but: ORA 

." 

• 

:=:e::~ Ed'ison' s return to: a strong· program~: .' we,.~~~:~:~~~o,~~"~he • 

8.3.6 Electric T:r;ansportotion ".::I;.~~". 

,', . Indiscu'ssion of' pol'ant· ad'd~tionsin Chapter: .6'; Sect'lon 
6·.1.3'.2, we have denied capital'ization of·.'Ed.i:son:'s~· reqUestecr-·$7".379· 
million for electric transportation' projects. O·f',tnat-, amount", :' :. 
$6.298 million was expended from 19S8' . through: 199:1:- for:' el'ectr1c 
vehicle development. 'Accorci"ing- to: a May 3', 199'1'> agreemEmt,6-.0~ :. 
between Ed:i~on and DRA, Edison's revised request, 'for' elect'riC:: .:, ' 
transportation RD&]) is to· recover S2.10'S')million> in tes t·; 'year":· :' 
exPenses and· to- retain or' recover $2 O'~ 828: mill;ion~;' :in: priOr:: 'Year.! 
costs .. ( now that capitalization . of·: the' $7' ~ 3 79'mil"l'ion- has"·' been:;:' ,.,' 
denied') •. Other elements 'of the- agreement are treatment"o;f~'electric 
trans.port~tion as a 'separate" RD&O: program, fund: 'shift'ing-::'rules' ~::. and 

60 Exhibit 112. 
- .. ;,~ ...... ,,..:.~-~. <'.:\,.:,:,\ 1'\""'- :','/-', ... " 
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a. $2 mill:ion l"imitation'on'-:OSM fuuding :'for::e1eetric~vehicle;; ,~,"":: 
programs. ORA proposed. a -::me,thod ... to (:return :;unrecovered, : portions; t of 
the $20 ~828 million to Edison through':a debit tOo;,the :,Electric 
Revenue Adj ustment'Mechanism '( ERAM); : ,'baIanc ing . ,Account ~" !.. ;; - ::: _~, .~:', • c 

'TORN opposed the. Agreement "between ,Edison, :and ,~ORA,:;'for 
two reasons:.First, Conclusion -O£"ILAW '11 in:.D.S·"-J:2'-Oo,6; fixed", 
maximum electric-transportation expenditures ~at $lOO·,'OOO:,per'::year. 
Recovery 'of ,:prior' year 'costs .: above :.;this' ,amount contradicts ::explici t 
COmmission, intentions. Edison believes-that fund :",shifting, :rules 
allowed.: it 'to supersede the.'_conclusion,"of law.: Seeond,:,o;cORN,_" 
claimed that the"requested recovery, ofprior,year~expenses ,,'is~: ,_,' 
retroactive ratemaking<becallse,the, expenditures .were ~ot .. authorized 
when, they 'Were ineurred. :" ,'. ,,', ';' ,~I.,'.,' _ " ,: .:,' ,': ,,::;:~: 

,Althouqh,it had no: explicit ,authorization,:£rom':':the I'", .~:. 

COmmission, .Edison presented,evidence that-·it SOu9ht'~Commission(; 
quidance when it -shifted RD&D- funds to~'electric'vehie1e_:programs. 
Edison, specifically referred 'to: ,,·tl} 'Findinq of .:Faet:::139 in 
0.87-1'2-066, which allowed Edison, tor-sbiftRO&D 'proqrams.,:· (2):. a 7:­

letter to,· Edison- from Commission.'· Pres ident . Stanley'-:,Hulett ,;.,.incwhich 
he"stated-~'his position, that Edison could·:alloeate:"monies·,within.,'its 
existinq~RD&O'budget' for electric "- vehicle research and-., 
demonstrations,. ., and' that President'.'Hulett and 'Commissioner, :Donald 
Vial A9'X'eed that Edison's electric>. vehicle _ expenses" were '" ,,: ';" -::',;:; 
reasonable-,. (3) a letter, from.:-Actinq', Executive, Director-,Wesley': I 

Franklin to the CalifOrni.a."Electric~;vehicle-'l'ask:·Force, supporting 
a task force report in.: principle', ,,( 4}notice.', to·.~,the Co~ssion:' .. in 
RD&D, status, reports that,; Edison.: incurred:electric-::vehicle'~\capi tal 

,"costs 'of -$2.202 -million in;'19'as~in exce~sof,: authorized: ,amounts, 
and. (5:) informa.1 discussions;, with:.DRA. and the,.P,ub1ic~:,Staff~'DiYision 

'. c: (PSD},,: its, predecessor.:: :-: .. ",_j .. ::- - -, -', 

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' 4l,,:eady:-recoveredcin~rates,: we,;::rej.ect ,the ~notion :that these 
'am,ountsshou);d,",':be returned ,to,~'ratepayers.. >;,>:,>~~ \i":::: _ ;:""t.:,~:.-: .::~ 

Although it :i$ true :.,that Conclusiono-f J,Law. 7:1' ':in (~:' 
D. 87 -12-0 66 authorized ':.$10 OrO 0 0,: of fundinqfor ~'electric;\ ':';,." 
transportation'RD&D, Finding .. of Fact, .. ,139.'in thi;s~same'deci5ion 
allowed Edisontoma)c:e RO&Oproqr411l ... changes, without Conuniss.ion "'.,: 
approval. Subsequent toD~87~12-06,6,:,the"ColM\±s$ion·.iss.ued:::.:',: 
D.9:0:-09-045, which dealt'.with"the.:regulatory: .. treatment'of'·-W&D· in 
the electric and 'gas industries.·, In,~D.:.90-09-04S:the:Commis.sion·: 
reiterated the'theme ofutility£lexibility,inRO&O.progrmnming4nd 
budgetin9~ . The' Commission :a150, spoke of.::the:need~for, .greater RO&O 

flexibility and adaptabilityto':respond~to ··the' .. i-ncreasing:: .. i-, 

competitive and environmental pressures faced·by,ener9Y':utilities. 
The Commiss.ion'went on to. state "'thatRD&D programs .:can and should 
be a'valuable ,resource for utilities 'as, they ,face .• ~. ,the:;needto 
respond to the environmental challenges of, the future _ '", 6 ~, ,~'.,: , •. ' 

Clearly, environmental: degradation causecLby·internal: . 
combustion vehicles is a contributing source .. toair emission::-· ... 
problems in the Edison service', terri tory.:.:' Electric, vehicles.: have 
the potential to be a partial answer to,'theenvironmental .. concerns 
in this area~To the extent that'RO&D' effortsin·:electric ..• vehieles 
move society eloserto the day thllt,:this 'technology' i::L:a::.viable., 
mArket alternative,' utility' expenditures' certainly fall,·,within· the 
environmental goal as part' of the, Commission's RD& D ' ob-j ecti ves .. ': 

In determining. whether. Edison had .• the" ab!li ty to.' shift 
RO&D program funds, into electric' transportation/,"we eonelude"that 
although no- exp1ieitCommission. authorizat10n was.,ever;"qranteci,,: 
there' is· suffic·ient evidence to indica.te that Edison. had': received 

. Commission' guidance to realloca.te· ·funds •. in.to: the: RD&D".' electrical 
vehicle program. We reject the ~J's interpretation- of:.'Conolu·sion 

~ ~ " I " 

~A .'.;."':I.') ..... , .•.. ""~'''':.~:> 
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of "'Law 71 "in:~O,~a.7-12-066-that·:the$lOO.,.O·OOi:authorized/''was a maximum 
limit that: Eaisoncould.~: spend::on·'its.:. electrical ,. vehicle'.:c.::;.;When' 'read 
in >context:with Finding- of' Fact:'''139:in OI'~a.7-12-066 .. -and\ with-~i;'._ .; 
O.90-09'-04S:;''it is not at all clearrthat·the.Proposed.<::Oecis.l:on.!.:s 

absolute- characterization of Conclusioft: of Law 71':'18 warranted·.... As 

such, in keeping with the Commission's statement$;·on.the;.:.r.o.'le .. :of 
RD&O in responding-' to- the·· environmenta.l ,challenges: faced by the 

citizens of- this state, we will' not penalize: Edis·on:, for the: .. ·$13.449 
million· previou&ly spent: and reCovered 'for .:the~ electric vehicle 
PX'09'ram'.:. :.y". .'.:., ",.: .. ' ~". :':'-''''' .... :.<:. 

·In their· comments:' to: ·the ·ALJ's.Proposed\·Deeision-,":both 
TURN "and ORA pointed out evidentiary: conflicts in:' the--: %'atemaking 
status of the requested ·$2'0.82:8. million in.~· prior.' year.:: .. >,,' -, 

expenditures.· The lanquage of Exhil:>it; 112 suggests: that none of 
the amount has: yet been ~ recovered'· from: ratepayers .::.c , .T.URN.· believes 
that all of· the $20.SZa.:. million has: been recovered'in rates .. ,.J:,y·. 

shifting of· ,RD&O funds- previously. authorized .for'. other purposes. 62 

ORA believes that $13.449 million has .already beenrecov:ered.,.: .. and 
.in this proceeding Edison has. sough.t -to·.' recover the .remaining 
$7.3-79' million. ':::. "''':,' ,,; ~:' 'J .:";"" ~~ ': 

, We' . agree with ORA-'S: interpretation: of the past:·x-atemaking 
recovery -of·tne'·$20.8:28:mill:ion, Edison,has,',spent~on this:' program. 
Therefore- as we- have stated- above,.) we- nllnot. penalize-~ :Ed.ison~<in 
the amount of:' the $13.449 million.·already. expensed,'and~/col·leeted 

from ratepayers.. The' S.13,~449 million must' be excluded ·from~·,: ::: 
historical recorded expenses..to., remove·i ts' impact .:from,·-f.utur&:<; 

expense estimates.. Furthermore,- we' will.allow:·,ne.ithe:x:.·;:::~: ;:;;~( ~ 

cap:[tal:ization norexpens;ing of'the·,$:7.3'79· m±l:lion ~of'. previous 
expen<i'itures:"that· Edison! requests: be :,rec:overed;:::in):;future-:. rates:.;·: 

, ••• I 

, .. '">f" 
, ;.,~(')" --I •• ,.i 
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,,~,' ":' ) ... 

62 Exhibit 269 (ORA), pp. 4-11, Paragraph 24 • 
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,;We·,will . authorize:; the-.. agreed; upon ... $ 2'.1 08.;;million·, .. for.: test 
year' expenses" .... and. w~ will· . ad.opt ~ .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 Exhibi:t···: 4.1·1.,,_.' :" ';;'. ' .. 

8:.3.7···Qthe;r:'Expenses' '-' .. '. ..." .. ' ...... "'·~_,.<·.:·Y":' ':,;. ,. :::<;: 

... . Edison:' reques.ted. ... $3- •. 0&2'::. million-; in .. ' expenses: .for;:research 
. support.·· DRA- does' not contest;' .the~_request,: and ~e·:._willadopt .. i~. 

'. Edison requested:. ·$150,:00 0 inI, 19:9.2. capital.: -cos:tS:--: ... f.or; a.-:. 

compressed air storage program. DRA opposed the request,~.pointing 
out· that- the· project would',.bebu-il t: only ,if, Edison:' $" proposed 
merger with. SOG&E was. approved. .... The'merger will:not';go:thX'ough-, 

and we will not approvetbe. capital. cost. . ... : " .:> .;): '.' 

'. Edison requestecl' $260·,;000' in. capital costs. for.:, laboratory 

tools,. of· which. $50,.000 'is-' planne(L·for. 1992.01'. We .. deny; ,-. ~'.:,,~ 
capitalization' of costs prior to 1992~.due: to.inadequa:te .e:v:identiary 
support~'Wewj,ll. approve the· 199·2.am.ount,; but; i:t:ishould~;;be>· 

·expensed.,::.not capitalized. .... '. .'. "':".:. '>"" ,'.', 
.' .:. ·"In itsGRCapplication, Edison-did. not:reques.~ .tes:t year 

funding for membership in EPRI, but it requested author.i:ty ·:to; 's,eek 
~dd·itional·'funding in the' "'$12' to $1'3:.:mil-lion 'range":in 1993· and 
19:9:4...:' This: request was contingent· on .Edi:son':s:: ;nego.tiati?n"of::..EPRI 
policy .changesthat would· allow-•. for revisedclues, .... utilitY.,.:· .. 
discretion over· EPlU funcis,: ,and changes- ·to EPRI·~s. commit~ee 
structure • Edison was previously an;~RI: member.,;·an~.,the~:: <. 

Commission allowed 1988: tes.t year. .. funding- of$1:7,.6:79~. mi'll;ie:n:, for 
EPRI dues ~ However ,.Edison withdrew-from:- EPRI . in- imicl~1.9 89.:·" :, :\ ' 

During Phase 1 heari-ngs . Edison· ·revised~ its::position: •. ~:: 
Edison now intencls to· .rejoin .EPlU". effective, January 1',,:::1'9:9.2,;:>:-, 
contingent on ratepayer funding of Edison's other RD&D programs. 
If the Commission approves funding ttnear the $5$ million level, ,. 
Edison will rejoin EPRI ancl pay its dues out of funcls redireeted 
from other programs. Edison testified that although d.u.~s: .... a_re~ut 

, "'I ,. 
J •• , .. j, , ,.I ~- , •• ··r r:-
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$18 million, Edison would have contro:J:":over .. ab.out::~$:8.~:~mi,1:1'ion -.of:? 

that: Mtount~.' ,; Essentially, 'EPRI .:would spend $8~:-m:l:llion of Edison' 5 

dues to: perform RD&Dwork now planned~by Edison~ 'Thus only:.,' ~:':" .. 
$010 million. of Ed.ison projeetswou·ld:.ber"eliminated'·'.by:'. joining. EPRI. 
DRA opposes· this contingent request·"·characterizing':-itll,s';'~·i· .','. 
blackmailing : the Commis sion •.. . ,:' ,- , .. ;. . ... ' .;; :~' .. ::;. . .. _ ' . 

. ~ Edison ':$ reques..t. for funding::~o·f:·EPRI·)dues caxne ... :ve:ry;, late 
in. theproc:eeding. Up: to this. point',: ',we have,Japproved:; :;:',.;;;),; .,'.:'-', 
$45~ 059 .. mill-ion in. expenses. > and no capital .. costs ·for Edison's-.RO&O 
programs ... ·. We will not authorize.an add.itional··$lO·million..:to,,·bring 
funding: up to- the' $5$ million "level"in" hopes that:Eclison·;·will·>join 
EPRI,' nor will we' order'Edison.:to:join.-.'· " Edison. apparently.-:.does,.:not 
believe' that 'EPRl membership is ,necessary-, or "it·.; would. make:'~ A," 
stronger comxni:tment .tojoining,;·' and: the:', Comm1ssion"should7;not:· .. ,', 
authorize unnecessa:ry expenses. ' We~ decline:,further;consideration 
of test year expenses that are contingent on Commission approval. 
If Ed·ison chooses to joinEPRI it ,may .. d.o·so, but ,if: it-;will..,:pay"; 
EPRI dues through redirection of authorized RO&O funds, it. must 
follow, the" announced. fund 'sh~ftin9'~ procedures... , ,',. ,,,.; 
8. 3-.8' '. Sn'llllJUlx"y. ' I ~ ::"A.. .. :' ,',...-:, "_ , 

~,' -, ,The adopted RD&D- expense;'level. i8.$4S' •. :7,14 milJ.ion::,,( in.:. 
19'5:Sdollars)., which is: ~2 .2"% 'higher.: :than. ,authorizecb1988-:":':,expenses 
and' 69.6.% lUgher than l:9S8" ~expenses:'exelu5iveof19Sa.·"EPRI:;dues,. 
No-:eapital eostsare Approveci.. In.: itS">next GRC'·Edison;may: again 
seek capitaliULtion of tangible' .plant' purehasec!..·in prior": years','; but 
such a request will be granted' only with,. ad.equate proo'f:,,:.that .the 
plant is. used, and useful,:: ,meets~RD&D-- capi talizatio:rl::' .gu'idelines, . and 
has :been properly depreciated into', the' GRC·test year,.':: c.;: ,';>, ..:::~ 

9 • QtheX' Revenue Requirement· Issues. . ... - , ~ .. ~ " ... ' ,..~ 

".1 Revenue, credits -
'.: Revenue ,credits are applied~ againstut.i:litY',.costs~:in" 

determinAtionof'netrevenue requirement to:})e;, ~include(hin· .. rates • 

- - .:ll&. -
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.9~l.l' Qff-Systelll~'S41es Revenues:: ',~. i.<: .. '>: :::','.:: \·~u~.;.;: .. i:..:·: ~ .. ;:: 

'. Off-system sales are<·cont·ract,;~ sales' to., other.: utilities , 
excluding sales for· full 'or'." partial', requirements customers:;; In.:, 

'O.90-12-021.the' Commission,approved'a' settlement between:~Edison;:and 
ORA for', Edison's: revenue requirement in attrition., yearJ,l9·9·lr. : .. The 
settlement included a provision that non-fuel::revenues: from:; off­
system sales would' be credited~to Edison's;. ERA.M'account rather than 
included in rates on·a forecast'basis •. (Fuel-related:>revenues.:are 
cred.i ted. to the ECAC account, in accordance: wi thFERC~ rule$:~) ': "The 
Commission, also referred.. the issue:. to this ',GRC'~' . Edison.has-.: 
requested.··that non-fuel revenues:) continue' to. rece·iva"; ERAM~" .. ' :'. 
treatment', and ORA. concurs.~ According to . Edison, it. ·.retainsan·. 
incentive to- maximize off-sys.tem sales,.-to keep ·rates.,:low.· .. :.' 
Although. there' was no', testimony, on incremental 'O&K ,expenses" . 
assOC'iated~ with off-system-sales,. in its.: ·opening .,l:>riefEdison- :.:. 
proposed. that three mills per kWh be excluded :from· the'ERAM,: 
credits,·I. giving Edison a·further incentive' to maximize ,o£f..;system 
sales. , ~,I ..'. ~.,i (. ::. '. 'I ," '":. 

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' proceed.inqs., so that" the;'ERAKbalancing',rate, can'(be reduced 
in anticipation of off-system:sales:'revenues.":. Second, ,the:'ERAM. 
credits·, shall not be reduced for incremental·O&M.costs·~,,: .In ·Exhibit 
84', Edison. requested that the ratemaking treatment for: oU.-system 
sales- adopted~ in D .90-12:-021shou!d be continued" .. and' :the '.' 
settlement approved. in 0.'9:0-12-021: contained. nO:.provisio:n: for 
Edison to retain incremental: O&M' expenses ...... ' ,.1. 2 Account 456 - Ki.s£gllanequsRevenues. 

..... , .... , ... , 

ORA recommended. that the forecast .0£:Edison(s::\test year 
miscellaneous-revenues be' increased' by $8 .million, ' .to inelude sales 

. of obsolete materials: and supplies, . specifieallynon-dep:r.eeiable 
materials and supplies. Edison argued that such an adjustment 

. - ";::J.:17- -
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would, be::,double'counting '0£ the<S4me :dol'lars;" because' proeeeds.,::from 
the sale of materials and supp1ies:~::are-booked,:to: FERC:,Account::.l08, 
which increases book depreciation reserves and'eventual"lyc-l,owers 
rate base;. The record evidence ,on this., iissue'-is not-absolutely 
clear" but' DRA~ MS" not', convinced:,us-that the ,reduetion::to;Account 
45&, .is:' necesSdrY;': ".",,' '. "'- ,'-:" .:,. _:{,: ,,'''-' ,>< e.:: ';:: 

" <FEArecommended'; :that>S&.:..3:J;3: -million: be· adopted for. test 
year-:miscellaneous. revenues:,: basedon-reeorded· l-9'90:-.revenues ,c!Uld an 
Edison :data response which-·in~cated-that:sueh cost.s ,are),norma:l. and 
are expected:' toeonti:nue in: 1'9'91: 'and ,19'92'. " Edison: responded ·that 
i ts.estimate ,of· $2.6. million,. which was -based'on1989' datat=,: is:: more 
reasonable ~use'the 1a.terda.ta:included,nonrecurring.: revenues 
from insurance claim payments.,' "rhe:-evidence6~ shows: that'~-Edison 
hasgivenFEA. one explanation.' and,the'Commission·another. ,":' 
explanation .. ' We' wil1·adopt the'Average o£· recorded: revenues',in, 
198:9 and 19'90-, l1djusted·to·19'92:"dol'l'arsfor. nonlabor.escaJ:l1tion:;. 
The adopted amount is-$4_7:'13>million., 'which is' S2".;:113~ million more 
than Edison's' estimAte. > "',, ., .. . -,-.~ .. ' ., ' \ "'." ,,-,-

~ .1. 3 Other Revenues'"" ',", . I" ' " ,.,' 

Since 1989 Edis:onl.h~s: read';g.as ~d. ',e-i~ctric meters for 
the City 'of Long Beach. In :ii's ,'GRC,':app'iic~tion:,,:Edison estimated 

, .,', _ c ~' ,"'.: '0 "', ' " , ", " • 

test yeu revenues of $S33:',OO'O:,;for:this, service..:~,' Based on later 
data, TURN re~omme'nded $1~';4'4' nd'llion in'~revEmue5:. Edison now 

-,', 

accepts the higher figure. 
Ecl.i:son 'also, conceaed 'sz .. :i7':lniiiio-ri.'·'in:" incr~~ental 

" • "I c" "! •• ', ,.',i, 0, .. ,_I ,. .;' , • " _ , '..... " _, ' .' ,~,~ ,~~ _" 

revenues for late payment chl1rges ,.'in1res-ponse':to, a ORA 
recommendation. ", . , ... ' ........ " .• ,"'" ,0 ,:; ',,' ... 0 :.~' ~::,,',C1 : ,I~'/<'~'~'::"·., .. ~, ;_, 

'To·determine -CPOC::"j,urisd:i;etiona1 rates ',:, Edison's revenue 
~ -~.' ...... '" 

requirement . must 'be allocated betweexi-:~'retatl customers, whose rates-
are regulated by this Commission, and wholesale customers, whose 

63 Exhibit 424, pl1qe 23; and Tr. 25:2232 • 
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rates are re9'lllated, by,FERC. . .There,~ are ~no:, _d-isputes:. ,eoneerning:.'.the· 
.. : various:: cost:: 'al1ocation:',,:factors ." _: <-:<:,:. , .," .. 

. ' In:·D-.8-7-12-066,.- Appendir.,A-,;.:)_the.Commiss,ion app~oved· MAAC 

procedures,..:.. including. the-,:identi'ficat.io~, o'f . .-MAAC< projects in·"GRCs. 
In 0.91-04-070 the Commission authorized MAAC treatment.;'£or; two!, 
capit4l projects,. the ca:lifo:rn.ia'-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 Ed-isonwi thdrew~its: request for 
the CO'rP' :project .64 Edison estimated:, .that the', Alamitos:" ~project 
will go into service at, the end of.· 1,9'9,3·. In:: Exhib-it; 119,:.Ed·ison, 

proposed criteria for veri£yinq when .the,~project. goes·. into: service. 
Edison estimated the proj:ect.wil1, cost ,$55-.9,70 million,.·.w.i,th, :., 
associated investment-related· revenue' , requirement. of,·,:.,';' .. ;·,.· 
$10.98-0. million and annual noninvestment-related (,O&M)', expenses; of 
$61,387. Edison seeks the ,followi-ng.relief: .,' , <: .. ',. 

I'·' •• 

1. Approval of the following in-service "'.:.:: :'.<, 
criteria: (1) when physical installation of .' 
the SCR system is complete, (2) when .... 

, startup, commission" testing, and , 
c."libration of all critical elements of the 
system have been completed.,- , and' (3,) . when .. " 
operation and maintenance of the'· syste~ has, 
been turned over to Edison's Power Supply .,' 
Department. ..' " 

. 2. Recovery .0.f$6,1, 3.8.7 " in non-investment­
related' costs' (plus 'franchise' fees· . and .... 
uncollectible-s) •. "')':,,'" :,' :"> , "" " 

3. Approval of $10. 9S0 million as the "reVenUe' .:': ,<,- .. 

requirement. for :.inves.tment-re-1ated costs, 
and inclusion, of .75% of ,this amo,unt in 

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

".!', ',,~ • 

..-,) .,j '"" ... '~ 

64 Tr. 5&:5706. 
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4 •. Authority. to' file"an:~advice letter on-:the: :y,,:: 
in-service date, effective, on :thatdate",.to· ," 
include Alamitos"6inEdison"s·MA1!.:C tariff:' ,. 

5. 
I '~: '. '. ': I ',_,,',:" .~:. (:": •. ( ". ' 

Authority to file a, second. advice .letter ,~, .. 
implement'ing'int'erim rates at the time' of ..... '.' 
the next· regularly scheduled, base:·;rate:~or. : ','~ '", ' 
ECAC ra:techange following,the in-service, date. . ' . .,' ,'~' .... ' 

, -" .. ','" 

" " . " '-' '" " ~ 

6. Authori ty to file, wi thin, six months of the , 
in-service date, an application seeking .' ,,~ .. 
base rate' recovery of·: the· costs· .of "the':.: . ,~, . 
project, including reas~n4b;eness of, " ". 
capi tal costs' and amortl.zatl.on of" MAAC" ... ' , 
account, balances. ,','.: ,", ,: "~",,,, 

" .. ' ~. 

ORA agreed to Edison r s' propOsed' MAAC treatment"'for 
Alamitos 6, except that Edison sho,l'ld- not be allowed' additional'<'O&M 
expenses. According to ORA, O&M'expenses'are included in test year 
estimates and should not receive special treatmEmtin~~at1:ritiori " 

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

,; We will approve: Edison's' 'proposedMAAC :'treatment . for '. , 

Alamitos 6, except that: (11 incremental'non-investme:n:t';';related 
costs shall not be authorized, (2). interim ra:tes':shal1:;be''''SO'~'00011 
per kWh, based.' on'the adop'ted' sales' forecast, a:ric:i:::'t3):; in1:e'rilU ·icites 
shall ~ reduced by 5%" annually to': reflect' the:i:educfion o,f revenue 
requirement as the asset is depreciated.. "" 
9:3' ~Attriti9n" ' 

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

'Edison and-ORA'disputEr' five issues relating to:':attrition 
adjustments' in~1993- and'19'94."; e": ,: .. :,"~,:<::',...:() '),<:, .":::~ ,',:':~;.:,:,":.::. 

9~3~'f' Pl-ant' AdditionS> ' ',::. H', .. - :,'. "::, . ',' ~ ,,: :; .. ~;:, ::.: ;,:;,::0::'." 

. ( ,~., In ~ D~~ 82:":12-'0 5565t .. the' ~ CoIianrss1on' 'auti1orl;'zed·::Ed:i:s~n>;'to'(:'·~ 
.., ". . .",. '. ,", . -'. ' ~" .... , .~. ", ,\. . " 

adjust it's' attrition year . plant , additionsbased'"ori- seven ye'ars':of 
•. .• .• ."', /,' .:~":~~:' ... )": .. I",·,' .. '·! .. , '~~:; .. ~j::;' ~"'';~ ,~:,:.:~C'"." .)'':i,.~ 

65 10 cal. POC 2d 155, 275 (1982). 
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, , 
'.11, .• 

recorded data for plant: additions;::;per.:additional;customer, 
excluding major plant additi6ns'~":' In'GRC's sinee::'then Edison has 
computed yearly plant, additions:,. per , additional' customer and 
averaged the: seven values; with·adjustments'for~inflation. 

• ,.,' , -,... I '. • ,,,,, • " .... • "I ,~. . '" 
In this 
total GRC ORA proposed a new technique. ORA recommended that the 

plant addit.ions ove~"sevenyears, ~.::~iY~d~d by: total' customer 
additions;; ~replacing Edison"s:method of' ,averaging :the ratios from 
individual years~ ORA' claimed' that its techxti.que'~ (1). was adopted 
in the 1991 attrition settlement, (2) will smooth out data 
f1uctuations~ and' (3)will reduce anticlpated',:"att'rition year plant 

, ...,~. .., -I ". •. • • .' " '. ," 

additions in this GRC.: Edison, opposed" ORA." S':, scheme, and 
recommended retaining its.:o~ met:tl0~:.,·., W~. a~cept·ORA'S. argument 
about smoothing of data, which the Commission cited in 0.82-12-05-5, 
and we.will ~dopt ORA's, te~~que. 
9.3.2 Small NOx Redpction Projects, 

" " ':-,' 

In addition to trended, plant ,additions" Edison requested 
...,' .. ' • ~ .,..T , ' .. .,.. '. • r. • ..' ~ 

an extra $2.932 million in 1993 and $14.098 million in 1994 for 13 
, " ,{.' ,.' '" " I L ,-,I. , ,'.' 

small NOx reduction projects. ORA opposed these costs, c1~~~ng 
that they are included iII. other, estimates of projects.:. costing less 
than $,lOmi1~ion., Edison; be~ieve~ ORA'S, re~omm~ndati~n i~.; unfa~r, 

because Edison'.s estimates of pl:'0jeets u~d~r $1,0 l'l\illion. have ~en 
adjusted to exclude severa~ identifiable.,;.projects.. ,'" 

. The attrition. mechanism is intended to allow .. for 
'." '. .' \ ... 

reasonable escalation of costs,_. in "the absence of full. annual, . 
~ • • • .' , • " • t " ',. .'~. <*- _'. 

review. There are two ways for utili ties to add to. attri t,ion. year 
rate .base: in, separate ~pplicatic:m~ for. majC?:r, .p~~jec~s; and 
through trending of historical data for·· smaller .' projects,_" •.... As, the 

• '. ' ••••• , • • ~ • 1..,< -....J ''"'' 

Commission stated in 0.82-12-055, in response, to:.,Edis.on.',s request 
to" include budgeted, plant. additions .. in,; attri tion. yea~ -~ate'"'bas~', 

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

":Edison's.approach would, ... in,effec:t" ,require calcu1ation.of.an" 
, . . . ' '. • ' .,J _:._~". ~ I .' >. . , ' ... L' ....... ' ' •• ,; .~.. ,~ .. ~,.., '..-'.,.,..' 

additional set of test year results_" We will not expand the scope 

I \ ... ~ " • " . \ . ~ ""...,.' 
... , ........ ,"" ',"',' • ,", f' 

',',.'. ~): .. , ... f'." "',I • ) ... ~\.-! ',,I";" 

• 

• 
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of GRCs by allowing individual plant_:~~·additions,:,;i;nto-::a.tt'r'iti'on,_·year 
rate .base-. , ~his policy ,:was ,affirmed. in':D .'8:S-'l:2-0:7:6.~~6 
9.3.3 . NuclearDesiqn . Doc;: Pentation .~ .'.~ 

Edison also requested special- .. attrit-ion ·yearp.lant·--",:­
additions for anticipated 1993 and 19'94· defeuecl. deb.itSl':::related' to 
nuclear design ,_documentation:. We deny, Edison's'· reque'st, for the 
same reasons cited, for smallNOx . reduction projectS:. :: ' .... :'-', ·I(~"J-.,' .. 
'-•. 3'.4 . Health care Escalation ' ,." , ' .. "(' ,c,';; (;',;:):', ' .• 

Both Ecll;son. and'DRA proposed, that·'Edisonbe---,al,l:owed'.~;to 
increase .• health :care revenue-·.requ;irement.using· an.eseatation,:factor 
higher than .conventional labor and -.non'labor escalation:'faetors.:~ 
However, the parties disputed,the'-.appropriate- 19'93= .and:19~9:4~'va:J:ues 
of the health care escalation factor~ - :.:': .: ',,; - -

'Although we aqreewith -the parties. . that health care costs 
are increasing. faster. than other costs" 'wewj:ll not'approve a," 
separate health.care escal'ation factor- because'-the parties.::''''.' , 
analyses are fundamentally 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 .. escal4tion) 
factors': for other costs must be- ad'j:usted to' exclude: the:' effectS. of 
health care escalation, both in weighting for . heal th ·ear&·costs~; and 
removal of health care escalation from;: published, price·'ind'exes,.­
Neither. Edison'nor DRA: has made ,the necessary adjustments, and we 
suspect that,those adjustments migntbe'CUIl'Ibersome ... :'-If:Edison·:., 
wishes to rev-isitthis issue in..its.'next GRC,. -it should:, keep; in· 
mind' that-, simpl:icity of, escalation -calculations,'is;ioneof;,~the:;,:basic 
virtues of the. attrition lI'lechanism~- -..... > 

"'.', ," -, " ,' ..... 
..! :~ ,: ...... ,,,i 

r, " ,~ 
, (~ ~I : .. " ! j .~. 

66 Conclusion of Law 2; 19 Cal~ POC 2d 453,. 477 (1985). 



A.90-12-01S et a1. COM/PME/mds,~,'; 

',.3;.5 ' 'Os!(' Capi:!21'Additions (:., 

. Edison. '..requea,ted rate "base . additions: of 'aboutl,·SZ:. 6'~",:: 
million in 1993 and 1994 for~"increased"DSM ,e£forts,;;,-' :We':t:wil1,,;'aeny 
these- incre~s,: consistent :with ',adopted· attrition, ,po·licy. 
9.4' SQJIIIIIllD"ofE4rnincrn' :' -. ,'. ,: ::<:: "., . 

Summary of. earnings tables:':for· test:'yea~'19'9'Z: are· shown 
in Appendix D to. th.i.s decis.ion. ,Attrition year ,adjustments are 
shown in Appendix E, without adjustments for'",Cost:'Containment_:­
DRA's. summary, ofearningstAbles.67 ;'show: line'.itemadj:ustments for 
'salary reductions,an, information'services: adj.ustment, Cost· 
Containment, and productivity. ,. Where applicable,,.' 'adopted .' 
aclj,ustments in these areas have' l:>een, absorbed-,into' indiv.id.ual~· .. 

expense functions in Appendix: 0 .. ." .. j, .', I'~ ,',--. " 

• 

.:' The principal .'outcome "of . Phase: 1 ,is ·authorization of test 
year 19'92 revenue requirement. When, A .. 9'0'-l2:-01S: was.: .filed·,.; Edison 
requested 'an: increase in ALBRR of'$J.:7'3; .. 141· mil];ion for': Phase ,,1,,' 
e£fective- January 1, 1992'.', At the time. brief,s, ,were 'fi'led.>'Ed.J.son 
had revised, the reques.ted.\increase. to :S"l:9'.l .. 364>.million .... :,DRA:>·.,:, • 
recommended, a revenue 'requirement '$274 .• 0'9'9-, miJ;l;ion, below 'Edison/s 
request, .. resulting in a net reduction, ,in ALBRlt .of·, .. S8:2 .:.7'3:5.: lnillion. 
In this deciSion Edison's AL~RR is:. increased,·bySSJ:.3:46. mi"l,l:ion~ 
relative to the ALBRR effective, December 3'1,. 199'1 •. ' 
9.5 Coordination with Other Proceedings, 

.' "L I, ,. 

'" .".\ 

Rate revisions will not be'ordered'inPhasel'of,this' 

GRC'. The revenue requirement revisions:ordered'in:this:deeision 
will be consolidated with revisions from other proceedings, .. ' .. " 
.includ.ing 'ECAC and. cost of capital changes', and. rates, w~ll: be set 
in A.91-0S-0S0, Edison's current ,ECAC' ,application. ' . ,'. :'; v 

67, Exhibit 205, Chapter 14. 
'". ." -.. ,.-- ,.. ...... 

. /:1::''::' •. , '. " 
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'Edison presented. ;preJ:.im.inary.: revenue·eonso!::i:da.ti:on .~ -,,:::: 
exhibits in ' i ts-Phase.l'testimony : .. 'I'hese -~tabl'es "have' been; :>use·f,ul 
to the Commission·. Ed.ison·e:hould:file··,sim·iJ;ar .inf¢rmation'~.in:·· . 
future·GRCs,. ECAC applications', ;.and·~other.proceedin9s .::ind;·whieh.~~:-: 
rates' are· revised;. to demonstrate toaJ:lparties where.:s.peci.fiC r

,. 

revenue requirement revisions fit in with revis'£ons ::in(·other·~.;··:.<:' 
proceedings.'. ' ,.-' ",' ;:, "::,-,'.,)( ~-.~, ~.~, .. ~.~:'.~~ 

Edison"s next GRC: should be filOOfor'::'a 19'9'5 te'st 'year, 
based on recorded operations' through"199·2..·The .GRC-·'1Shou>ld·~be,·:. 
processed:'aecordinq tothe·Rate·Caser"'Plan.··'·. _.' '," '.':;. :'''::,:: .. :. :J";<;.~;;:':::):' 
9 • 6- Capital BudgetiM .. .:..~~.:;' :~ . .;.~ '''; ~: .. ::"" ':.:> 

In Phase 1 we have seen three-'separate··ins:t:aneeS:::'of? .. :~. 
eapital· budgetinq by' Edison.;.1n advanee-:of:;justif£eat:i:on of 
individual capital proj'ects:" .( 1) refuel:ing'~eosts"at':'SONGSr:"" 

(- 2)-plant. ad.di tions by APS at:;'Palo Verde,," and (3)~ .-information·, 
serviees~We"are concerned~that:Edison' may. ):)e·imprudently..::·., .,,~ 

authorizing. capital projeets'without::adequatejustifi:cation •. ~, 
Certainly some capital projects '~~re,needed ·to~replace .re,tired plant 
and. might be- justified by' historical:·trends., 'but ··even··then"the·· 
exact' plant items .may not·-'be· .replaced,.. because .retfrements. present 
utility managers' with opportunities .to.plan"forfuture·expansion. 
Of greater.:concern are expansions of function (e.g. ,::information 
services) ':,or'utilitycapaeity (e.g., ::,transmission: and ~distribution 
substations). " '. ': '., . .'. ~'J ~: .• -.- I '" .' r I • ,., .. , • 

," In its next GRC~·Edison.shou:ldpresent:,testimony on its 
management policies and:,praetiees for;planning _ and approval :.of ~):: 
capital proj eets, including: budget'inq,·.processes i: 'd±s:tinctio,n,-.::' 
among: replacement,.: expansion',' and: new· funetions i .. ·timing o·f 
approvals:-and project justifieation.; and'eomparison·;with_:the. ,:;: 
budgeting polieies: and praetices of -unregulated: eorporati~ns. .; 
9.7 Devers-Palo verde work Qrde&s 

In 1985 Edison filed A.85-12-012, seeking a CPCN for a 
proposed second DeverS-Palo Verde transmission line (DPV:2J.. In 

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

• ," ,,~ , ..... ... "J - ... " .;" .. ...' 
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tha tproceeding ALJ· Randolph .. Wu.is s.ued "a. :;.ru.ling stating that the 
Commission may. consider.a d:i'sallowance,o,f ::certain·regulatory':.costs 
incurred· .. for· "work which w~sperformed'but .is now.:.useless due to 
concealment.of. [a,] ·1985·.letteragreementn.between'·Edison;~;and .LADWP. 
The application is. still. open, and Edison.es,timates -.proj,ect:·' , 

completion-in ,1997 .. " . . ...... ,'... <';-" .. ::".: ,. ..• ,. :' .. ,:;;",~, ':, 

ORA recommended in this proceeding that the: Commission 

close .the OFV2 work orders as a penal ty':.foreoncealment of the 
letter :.agreement. Edisonarqued-·thatr'A. S:5-12-012:,is.·:the;-:::.:" .:" 
appropriate proceeding. to. consider .disallowance.,of:.OPV2_::,costs .. ,:~", We 
concur with Edison. 
9 8' RVDC ExDan - Proiect • ,- . ""810ft.... '"': " ..... :~ "',.' l 1<." )"/::', ,'-

., :In:A.;.89-10-001.:the COmmission::is':considering::,:the ... costs of 
Edison'$.: high ,.vol tage -direct· current : (:HVDC):"transmission:.: line:::, ,~: 
expansion ,,;project. According to ORA,. Edison has. stipulated·to~,:an 
$80.0 million':cost cap,. and test.:year::eapital costs,·.of $5·.3, million 
will bring'Edison' s total.expendi tures:.up· to $77. , .. million'':i:.elose 
to tbecap. ORA requested ·that" in future.:proceedings,,:Edison!:be < 
required to. identify all add! tional:expenditures " . to,.ensure·;that 
the' cap is not exceeded. .. · Although'·Ed.isonhaslisted base:rate-:; 
.revenue:-requirement, for. the.:HVDC,.expansion pro·ject,·,in,;its'rrevenue 
consolid.ation. testimony' in' Phase 1 ~it.::is uncertain,~whether·.,.-:, 
A;.:S9-10-001 will be resolved prior to. theGRC test,;year •. :, .. A::', . 

settlement was filed in February 1991. 
We.:accept, ORA."s' ... recommendation;. Ed.ison should report 

totalprojeet capital costs': in its. next ·GRe. '. . .' '., :.; .,Y,i"" .' 

9.9" BazardOQs"WllsteNManaqement:.I;.!~ :~~I"·:"'.'J' .'.",""~~ ~~ . .';')~~'!:'~()".;:,~~ ",',):; ~I',,~;--.".: 

In.i ts : last: GRC'; Edison., reque3ted'~, and., was.~~authorizeck",',:. 
$11. 7 million' for' a program to-:.replace: underqX'ound. s:torag& .. ,:.,~::", '. 
tanks;o8 That'program: is: still underway. ,Ed.ison-:also reques,ted 

( 

.,' ",r : " " , ~ .. ~ • 

I, .... ".' ':: 

68 0.87-12-066,26 Cal. POC 2d. 392,458 (1987) . 
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base rate': funding' for:>·a" pr09'ram,' to;:' m1tigate hazardou.s;·~resl:dues'·at 
sites of manufactured: gas ·pl'ants..~'wh'ic·h operated~:·from:-theClate~'·:" 
1BBOs to tne':early 192'08~' " Ed'18on' acqui'X'eci"8everal~,of::the8ei:local 
companies and eventually ,incurred" s.ul:>S:tanti'al:"'cleanup:' liabilities .. 

The Commission did~ not approve·: Edison' s-:;original request. 
Instead'" Edison entered~; into- 'astipulation . with: PSO·:r to;)estal:>l'ish 
memorandum account treatment for hazardous..: wastes.::: .... The::'Comxnission 
approved the stipulation, 'and· Edison is now-authorized:.tO::'record 
hazardous waste, expend'i turesin memorandum· Accounts> for eventual 
recovery in rates,' fellowing reasonableness reviews:.··· The. accounts 
are established by advice £ilingS:~in accordance wi tho ,rules:: adopted 
by the Commission. 69, '_' . ;'::". : ... '. ,,::., .>:~;.,;: .. _.: 

In this proceeding', Edison requested that(~ its memorandum 
account authority£er, ha~rdous- waste,: ces.ts be continued, and that 
similar:' authority be granted" for expenses:~ to.' comply-- wi th:>pend.ing 
storm; water discharge ,requlations.promu1gated:-:by'the',U:;.:uS· ... ' '~:." 
Environmental Protection· Agency.ORA:agreed-: to, Edison,":s' request 
because accurate forecasts-of these, expenses are>: not· possible ... " , 

Memorancium account trea.tment, of these: costs.' is.:;: " .: ... 
reasonable, and" we· will extend Edison.'s existing' authority, through 
the end of" 19~4 . However, we- note that hazardous::'waste· cleanup' 
costs are liabilities... associated with: ownership o.f/utility,,:::; 
property;' and· the costs lire: reeovered:ent'irely from, ratepayers;., In 
future· review of gain-on-sale of utility properties:: we'>will, inspect 
the balance:, of risks:- :and· rewards:' with·"'haz.ardous .. · wastes: in':'mind.:;" 
10. MllrqinaLCosts .. '" '- :.:: ': ,'.~:' 'P\·,'. ., 

" '. Most marginal cost: issues.:, have been" resolved in 
uncontested:" additional jo:inttestl:mony by the') parties..:; that .:,,: ,~ 

submitted·: te'stimony, on, marq.inal, ,costs.. . . Two: 'issue5-: shou·l:d;:be·: ',.': ; 

r , .,' '. j ~'. '" ..... I. r· 

0.,' /~; '. '.~' '.' • r" ,'.. ; • 
',_,e •• " ,. .... 

.. ~ .. .~ .' .. ! 

69 0.B7-12'-066, 26 Cal. PUC 2d 392, 458: (198'7)~ 0.8:9-01-039, 
27 Cal. PUC 2d 576 (19S:9)~ 0.B9-09-019 • 
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. resol ved ... in . Phase: ,1;: ". qasprice-;' met.hod.·,(~ and~th~.neecl for:; a::. :';'.::' ,.:; 
transformer. cost study •. -. Several'.other issues:.have:' been reso-lved by 
the parties ~but, may be'. revisited., in.:.·Edison·; s' next" GRC'~" ':i:::: ':.- . 

10.1 Joi.nt..::testimony on MArginal· Costs - ::. I..... ' ,:Y 

'. Six of the. seven parties- that served testimony on 
marginal costs· also served "Joint Testimony on·, Margin41 Cos.ts," 
later. received. as Exhibit. 1.13·. The jOint,parties are .Ecii s on-, ORA, 
TORN, ~lifornia Large-Energy Consumers Association (.CLECA,)-.,·;FEA, 
and IU. In Exhibit 113 the- parties aqreed~.tO' a:methodtO:':.:.calculate 
marginal costs.· Actual marginal· energy-costs· will" depen~::on-::": 
natural gas prices'. adopted in Edison.'·s ,ECAC. ,proceedings., I, and all 
marginal costs will depend on operating expenses adopted':: in:'~~' 
Phase 1.. No party contested the j,oint: methode. 

The:major elements'of the· j·oint· method. are-:- ".:._".' ... ,'." . 

(1) calculation of·marqinal transmission. costs ,from., an .. Edison '. 
regression analysiS, (2) retention: of:. current:: costing~ periods.,~· 
(3.)assiqrunent of line transformers to. customer·)costs, , not,,.·;, ,\: : . 
distribution costs, (4:) annual cost,.escalation of. ·S%.,·.,(S,),·use-:.of 
ORA's marginal .. cost incremental energy.:, rates ". tIERs}:during this GRC 
cycle,. (6) determination ofgas."prices .. -·in ECAC.proceedings:/r .. ,' 
( 7) deferral of disputes over s'ix-year averaging_ of,' marginal costs 
to Edison~s.'next GRC, (8.) .. de-ferral, of disputes: over treatment;:of 
gas'>demand charges· to- Edison" s next- GRC, ( 9 )·Jrevision. o·f,:, adopted: 
marginal costs· to- reflect. Phase .1" resolution· of various. '; operating 
expenses (plant_ loadinq-, . workingcapi tal II ~and: O&M costs,) " .. : and .. ( 10 ) 

resolution of methodoloqical issues in GRCs. ',:: .::: _ .. "' . 
We-.-will adopt the< jointmarqinalcost method in Exhibit 

l13 without .revision.· The-· CACD has app-lied;the-;m.ethod;,.:to'ladopted 
Phase .. ·_l, operating expenses,. using.':'r'ORN.'.s value-· ,for; City.:\·o:f:, Long~: 
Beach meter reading revenues and the example gas price in Exhibit 
113 of $3.35 per 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.£or:"caJ:cul,a:t.tng 
gas,'price.,,: ~':, '~", :''',,'.' '7: ::',;> (l";', '~''7,')~~ ::)':. ':j> .. ~'::~>:' :.::',',' 

l.Q~2, ':(laS Price-:..Method~"""·(,, ,,",' ::'!'):;:.:: ~::,:~,:; ",:):';;:>::,::::,,':'~t;:;:,\,:, 

':"~' . The:' parties~' disputed, ,how to calculate,~"the:;marg,inAl (-gas 

price used." as an input" to· . marginal,; energy" costs~',' ;·)EdisoXl; .::;bel:±eves 
, that ~ an . average ,marginal.: cost~) from.;'all gas'· sources ""is appropriate, 
to be determined in Phase 2 of this'i, GRC,: because'~ parties have::.:not 
had adequate, opportunity to,adclress.",the'·:issue'~ ,·CLECA..:and IU 

,believe the- issue should: be resolved·. in.;Pha.se' 1 ,d, and that,.,othe ,0 ",,'~ 

method: used' in Edison's., l~lfst ECAC proceeding ,ehould,·'be..;retained'.;." 

Onder that- method, construction:.' of ,marginal gas. price ,has "three'~ 
elements:-" (1) the price' of gas. delivered 'to the;:relevant:: ~",' "' 

'1'-

interstate pipeline,. typically a spot:market:price-, .(,2,),;interstate 
transportatl.oncosts, and, (3") intrastate. transportation.costs , for 
service~· by Southern california. GaS:' Company ( SoCalGas,) ' .. ~: TURN,:,. 
believes "that:this-issue should l:>eresolved·in'ECAC:proceedings. 

We agree' with IU on construction·' of '; the'. gas:. price~: used to 
calculate' marqinal: energy costs.' ,Exhibit,: 11'.3' clearlysta,tes,~that 
methodologic."l issues should; be resolved.'in GRCs,o,; and ;;in:: .. this GRC 
Phase ·1 is 'the forum ,for marginal, cost :±ssues .",Thet.basic choice in 
determining' marginal gas. cos.t· ~is between. California' border-, prices, 
supported' by CLECAand lU,. ,and prices from all, sources,;,; supported 
by Eaison .' No party has presentedtes.timony. on' weighting:,of~< . t, 
marginal costs by the likelihOOd· ,that individual:: gas,,: .sources' will 
be the marginal' supply, similar ,to· production, cost,model~in9':. of,,: 

electric,utility dispatching. operations." We·.are:left'·,-w!.th-o,,-·:-, .. ':. 
interstate supply as the best available: proxyfor:,amar.ginal: gas 
source~' We agree with IU'that,interstate supply.is.: a<'bette~: .. proxy 
than an averaqe :of all sources. ,For this',GRC' cycle-, ~we 'adopt, the 
three-p:art cons-cruction of ,marginal gas ,cos-ts'suggested· by: IU., . 

ECAC prOceedings. are :the proper' forum.:.· for, determination: o:fthe: 
three' cost· elements,'but.not of the 'method. " ' .t,,", 
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, 10.:3= 'Defe;o;ed .Issues 

";' ~ '.' 
,,1, .. ./,1. 

The parties have agreed to defer to Edison's. nextc;GRC:,:' 
; 

several marginal cost issues: ORA's proposecl~ six~year_~veE.~9_i.n.g o,f 
marginal :eosts" 'assignment of 'line':;, trans former:,: co~t$~' to customer or 
distribution' costs, and,,' inclusion, o£,~"gas:.·dem.and charges.."in margl:nal 
gascosts~ ,We,:also'defer further'co~ideration:of:the,..'appropriate 
marginal source, of ,gas supply •. .,: '" ':. :;"'>-, '.-:'<":\:~:;., 

We:~note that: the<adopted: method:,'ineludes.,:,:ll-,present yalue 
calculation over 30 years.:" at 'a .,12\., discountr:rate:ancL·,S.~ inflation. 
The resultant marginal' cos.ts::are',very- sensitive;,to- these:,:rates .• 
For example·,: a' l%- change ,in either rate-- can change:: mar,ginal~, ,.," 
generation·costs :by about, 5%, 'and marginal: ,transmission: ancL, '"' 
distribution costs :by 10% or more., : Increasing-the:.: disco,unt:" ra,te 
raises marginal' costs." but increasing, the inflation"rate::,r~duces 
marginal costs. Because the' discount-and the,'inflatio~·: 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 . ,',:, 
a'ssumptions- about the di££erencebetween the ,two: rates~ " :'" : 

TORN has. agreed to 'include- line- transformer ,COStS .in 
marginal· customer costs, but, it proposed that ... the- ,marginal:·eost:: of 
transformers.' should. :bathe lowest available, .eapitalcost: •. :~· : ;,,:, 
Aecorciing to TURN, any additional·,eost· is justif'iecl by. increased 
energy' efficiency, not:by, the marqinal,;cost of either..: se:rvin9~a:, 
customer or :building a.' "distri:bution syste1'l'li. '. There', ;is·ne:: " ," 
information available' to test theimpaets of this;diyision.of, 
eosts.TORN asked. that. the Commission. require Edison· to~perform a 
study which, would separate the minimum ,marqinal.costs,\,'fo~ . the, .;,~ 
customer or distribution function from: '.costs incurred ... to . reduce, 
overall system expenses. Edison opposed this "request,· ~g:uin9: ,.;that 
it is unnecessary- and. would.provide: .no useful"inforxnati~n,':~$e 
TURN's theory is faulty.~'·we will 'not judge ,the- meritse:f:. the:;,,::; 
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- :.theory' in ,this, GRC,..but we-, rill ,order; Edi:son; .. ,to·'perior.m::-,_the,(s:tudy. 

A'-report: will ,be- due .. in;si:x-,·months·~:.'::·, ,. :., . '.,;:"\" .:; :: "c:~,;'(: "r;~;':; 

10'.4 'xax:qinal-,'Street..Light ,Costs-; .::.,.,::, -,; ':/.' ::': ",': \{r:C,;~ ~'::'" .. 

Edison, DRA, and the California City-County.'),$tx:eet: Light 

AssociAtion (CAL-SLA) served A "Joint Exhibit On,Mo.rginal:,$'t:x:ee:t 
Light Costs,'" 'later· received 'as Exhibi·t· ·1-l 7 :~ ;',' The~e"parties agreed 
on a method to calculate marginal ... street ,1ight,::cOStS" :to::.;be-... :updated 
for adopted plant loading ,:',:working; capital,: ,and:.O&M~c~stSJ:. _ ::''.~' 

Marginal street ,light costs· do-·not,:depend,on·,gas ,prices .';,:,::NQ:.party 

contestecl,the joint exhibit .. " ' ... ' 'd,' .. 

"Wewill adopt .the' j.oint:marginal' cost, method:;,inc;Exh·ibit 

l'l7 .without .revision.... Adopted marginal. costs.,are,shown; ·i-n:~:.:: '.:.:' 

Appendix F to ·th.is decisi~n..... . ' . .)~:. ;:'. . ... ':.:' ... ,·r ''.:;:::.:::'' 

.,' .10 .. 5 ". 'IBR vorbhops: . ,.:;c·,," '. ,""'" ":::" .. , i~;:~ 

.. '. " In D.'Si-12-066theCommission.ordered,~that:. inf,utur.e ,GRCs 
and· ECAC proceedings CACD '-:shou·ld.convene-.workshops~.tO:: ,de,terminEr: 
data. sets to be- used' . .in .con.struetion·I·.ofAnar9'inal~r.cost·<IERs:. YO.,:,In 
this ,GRC .CACD, discussed the·need. ,foX":wo~kshops .with.(Edison,;anci:,;DRA, 

and·proposed,.' 'by· let'ter .to 'all ,part.ies, .. to-. 'fore9'O:,~the:.-.work:shops. 
NO party requested workshops,. and, the- ,active ,parties :.later",: '.: ,: 

stipulated "to' 'DRA' s· values'" of: ,the. IERs, .• -': d. ~~ ,1 ~"", J, p_ ~··I.·." . :.'. 

·We ,will· rev-ise-.. the-.'previous . order on IER workshop~,.to 
allow CACD to determine the need and'scheduling· ,of:, fut~re ": 
workshops. 

10.6 Allocation of Costs 
During hearings the FEA raised the issue of whether 

production and transmission costs should be allocated to customer 
classes on the basis of Edison's monthly system peak. 7l __ ,This--eost 

.. -0:30. -
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." all<>cation;·apP-'Iently:relates:.;·to construction. :O'f": ave:r:aqe:: costs::used 
in the Phase 2 revenue allocation~'processr but FE:A .dad,- not.;':proV'ide 
testimony or further argument oni·the_~:issue.w:'.'~No::~Commi's:S±on".,actl:'on 
:is.: requi'recl"~:;: ,"' -\,. . .; ':;:''''j ~, '_.' .,.':;:~. "', . "',~;;"'.~ , ,''''.\';>:~ITi. .. ~~':;.·: 

lO·:';7~Resource Plan: :, .. ,,:; ,', . ~.~ " ,.- "::".:,:.:); :: .. ~~,;:;;: ... :>::.::', 

,- .' ;' . -The' primal:Y purpose· :of adopting a; resource, :pl'aro in: , a .. GRC 
.. ·is" ,to-:- ·caleu·lateythe :utility':g.:' energy:. :rel.iabi'l;ity, index,«ERI )':, ?~.~ 

which ·is·then used~ in. evaluation: ·o:f,;,',eost-ef feetivenes's, ::of,,'DSM. ,).~ 
programs and: "in . revenue" al'location.:·andi rate: :deSign'_": ;:':, ~ i.',;'; .,,"'. ", .,; 

Edison oriqinally filed a resource .plan from $pring"'l;989, 
but· during<bearinqsit- introduced, 'a "barebones": resource plan from 
the CEC' s~ ER9 0; which ·was.pubJ:ished., ·:in::October 1:9·9'O~ •.. From. ','th'at 
resouree plan Edison calculated a six-year averaqe ,:ERI: o£ :.'O! .. 6:3:::, 

• 

ORA also used the ER9 0 barebones resouree plan.:to_, de~i ve 
'a Six-year average ERI of O·.63:,'·bu.t be·fore m'ak;tn:g.::its~ calculation 
ORA removed~' ·from .. the resouree p);an. ;about~ ,10 OMWe" of, foreeas.ted., . OF 
and self-generation resources.. ,: ~Thisadjus-tment is.: not ,J;·arge,.-enough 
to- ehange the ,ERI value-,: but ORA> "arqued7 that ~forecaS:ted :QFsand • 
self-generation should~ ·be ·removed because the· "adopted·:%esource~plan 
may have'policy implications: -in'subsequent Commission<'proeeedings. 
ORA believes its adjustment"is consistent withD,;:90-03:-0:60 ,73 :in 

whicb;'~the' . Commission ",excluded: forecasted, QFs and.self-qeneration 
from barebOnes:'·'resource'~plans:.·,! ... ;' /' "',." ,~". <> .', '", .'., ~.;. :: :;,~\~~, '>i;> " 

72 The ERI is a measure of the value 0·£ generation capacity in 
calculations of marginal costs. When a utility needs capacity to, 
increase reliability of service, its ERI is 1.0, and marginal costs 
include all marginal generation eosts. As capacity is added and 
reserve margin increases, the value of incremental capacity 
declines, and theERI drops below 1 .. 0. Marginal generation'costs 
are then discounted,bythe.reciuced' :values:.(of .. ::the':ERI _ " .. ,'~.:; ": " ", 

73 36 Cal. PUC 2d 2, 61 (1990:):,~ Conclusions'-:of,-Law:'4:and 5,~" 

• 



• 

• 

• 

A.90-12-01S et al. 
,... . ,. .,..-

~ • ._~ ,J t ' , L 

': . "ORA ,also developed: a.y''"fully buil.t:"· resource': plall",)inq.the 
event a,.' ·ful'ly' bU'iltERI is,:used;.~ in.: ..PhAse' ~: of': this:~ proceeding.,' to 
determine, nonfirm' 'rate incenti ves.:~ .:,;-,.~, '. ~/.,. '.'::.",,'! ,'~.;:, :" "''.~,>'~ 

We· will adopt theER9'O' barebones..: resource" plan\' fer'. :.:. 
purposes of this GRC, . with. ORA's' recommended."' adj,U's.'txnent to"iremove 
forecasted.' OFs and· self-generation;., . 'l'he,~, adjustment is.:: consistent 
with inclusion of~ only exis.ting,: and "committed resources in .:'),:.' .,~ 

barebones resource plans. •. We also adopt ORA's.' fu:lly<bui·lt'.resource 
'plan, but we' reserve judgment on. the: 'propriety; of) its.:, use for rate 
designor'any other pw:pose •. We' wl:ll. adopt·, the: undisputed s,ix-year 
average ERI of 0;.63, but other calculations ofERI·,may. be'requ:1red. 
in the future. We do not conclude: .that-a six-year. :a.verage;:is: >: ) 

appropriate in every circumstance. 
ll~'" pemand~Side KanBgement, ,.;.,-:, 

. ",.: ,-Edison;' srequestedtest"yea.r:. revenue:: requirement~ 'for; OSM 
activities,: is.$16.7.130: .. m1.l':tion (in; 19'9'2'd.ollars) ,~·:includi.ng "income 
taxes/'franchise. fees., and ,unco!lectibles:. ,'l'his; ::z:evenue .' ~",; • : . 
requirement is, separated into ,five major:areas, 'as' shown~;in- 'l'a:ble 6 

l::>e~low.:· , , ." .,-: :;' ,,)'. ~':"'/:I ".'_:/'; ., 

. .,. ~ .', 1 ' ,~' ,I 

Requested Test Year PSM Revenue Reeru.'iremen't ',: :,;-:.' 
" (Thousands of '19'9·2-. Dollars), " .,: ': 

$ 17,024' 
68:,124 
27,946 
53,762 

+ . 2'7'4 

$167,130 

' .. Amortizat:i:on~:o:{:1'9:S0' and:"1'991 costs' 
Shared savings proqram5' 
Modified expense programs 
Expenseprograrns 
Capitalized -trans,formers· ..• 

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

'l'hese amounts are almost three times Edison's OSM expenditures 
authorized for test year 198:8, although expenditures had been 
higher in prior years. Briefly, the amortization revenue 
requirement is for amortization of 1990 and 1991 expenditures 

.' ) , ..... , : \ 

, . , .. 

- ..; (132 -



A.90-12-01S et 0.1. )J..J / J •• /vdl< '* :<- '/ " 
•• ' • .,J .. ,,:> 

approved:.in D-.9,0-0-S:-068.?4.: Shared', savings'iprograms:,:are those for • 
which. Edison. shareholders., would: :eeeeive 'incentive:: payments .based on 
program energy savings. Modified.,. expenseprograms':- ,wou1d.-earn-' ,.;.) 
incentive payments based on Edison·':s expense-levels ,rather than 
achieved SAvings. ' Expen8e~. programs,::are,' those ~recovered :in. ra·tes as 
ordinary expenses,withou.t, incentive ,'payments ., '. ,The';'capitalizeO:, 
program.. is for purchase of:energy-ef£icient :antorphous'core. 
transformers, as described in Chapter 6.~ ,.,," 

Authorized DSM expenses, .shown:· in column,: (I )on~: Table-: 7 , 

total $127' .,526 ,. million in 19 as .. dollars, _ more.than·, twice-;.the- OSM~ 

expenses authorized: in 'test year, 1988· and 40%. higher than.'19:90 ' 
expenses authorized·: in O~9-0-08-068·. 
11.1 policy ., '" 1 " 0" .......... ~~ -", . ~.' '.e· __ ","" ',., ' 

At the time of Phase 1 hearings,' the .. actiy'~':-OSM':~;par.ties 
anticipated' a Commission' rulemaking .on'DSM· policy,,: .but uncertainty 
over the. timing- of the :rulemakl.ng 'encouraged' .testimony. -on.: pol-icy 
issues •. On August 7 , 19-9:1', the commission opened: .R.:9-1-0·8"~00·3-:and 
I.91-08-002' (DSM rulemakl.ng), a' consolidated :proceeding .. ,on" .r:ules 
and procedures governing utility OSM activities. That proceeding 
considers policy principles that-:.will cover all energy utilities, 
not only Edison. " .. ' , 

In Phase 1 of this: GRC· Edison-p:i:esented ten policy 
principles 75 for the C0mmissi~.~,'s: adop~ion •.. Manyparties objected 
to Edison's principles, especially.prineipl~s ~~latinq to' air 
quality benefits, fuel Substitution,9~als, and ,customer retention 

, ,"" ... \ "" 

activities. ORA..testified ,to &0 policy: prinCiples" that it calls 
funding, evaluation, and implementation principles, (FEIP). These 

• I. ' I". 

FEIP are s~lar to principles recommended by ORA in recent GRCs 
.' .' .+ ' ,"'r. ,",~:' :~ .... ,,, : ,') .' I;: "'''' 

,~ .. l '.; •• ~', ~I.!, .... .. ·'~.~ •• ·t 

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

74 37 Cal. POC Zd 346 (1990). 

75 Exhibit 98, Chapter 1. 

.;; ::I3J. -
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for PG&E .and~ SOC41Gas;." In: its':.' analys.iS:., of~ Ed.ison'.s~requested>,-~ 
program costs, ORA generally proposed two levels of funding,:;' ", one 
level with conditions, and a reduced level without,condit'i<?ns: __ .'· 
Some of· the eonditions for higher, funding. re-late- too, ORA's proposed 
FEIP. " ,~.' :::'. ',', '::, .' - ';:-'-;':,,-,~!'-.~ , 

we will: not adopt, Edison's ·ten proposed. policy: .. :: ' 
principles. In general, they are too vague and they inadequately 
define limits to utility OSM activities. Further consideration of 
OSM policy is deferred to the OSM rulemaking. This GRC is not the 
proper forum for adopting general OSM policy principles. 

we likewise defer ORA's FEIP to the DSM rulemaking, but 
with the note that ORA's prineiples may be overly complieated and 
too restrietive to aeeount for ehanging circumstances. We used 
these words in GRC deeisions for PG&E76 and SoCalGas,77 and they 
serve in this proeeeding as well. 

We will, however, adopt interim DSM policies as necessary 
to authorize recovery of Edison's OSM program expenditures in 
rates. In areas where ORA has recommended conditional approval of 
program expenses and where we do not reach policy conclusions, we 
assume that ORA's recommendations are for the unconditional expense 
levels. 

Several parties, most notably CLECA and lU, showed 
concern over the impaet of Phase 1 issues on rate reductions 
offered for interruptible serviee. 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 OSM rulemaking is the proper forum, 

76 O.S9-12-0S7~ 34 Cal. PUC 2d 199, 399 (1989). 

77 O.90-01-016~ 3S Cal. PUC 2d 80, 119 (1990) • 
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11.2.1 Residential Energv ConsehYation 
'r' .. 

Edison"plans nine -proqrams i"Tl",thi's 'area. The first is '4-
, " ,_ " , '.. -. .- '1 ..,..... ...... ,.' : ,. ~ 0, • ",", .'. ~" • j. • • ,. ". I ".,.".. I ,I~.. .....t: I 100 .'. " .' ., • 

shared savinqs proqram called Welcome Home, 'aimed at new ' . , 
.- '. , ... " .... ... ..~"'-. -'. ." '.. . ... .", .. ,~ ....... 

residential construction and budgeted at $10.348 mill'ion'" '-"DR:A~" 
rec:enunended $5.641 million." TTJRN po.inted out that the':'p~~~~~s 

,~ 0, , .... ~ J·"~IJ""I,.. ........ ,' '". ,'I' I~" 

high administrative costs" are due' in part to general advertising 
".: .' .,' '" .. ~~ ),,' }\.:, " ~ ",."\- ' 

within the-budget. We-willauthori-ze- Edison"s requested $10.34B 
. ,,> " .. ' '.' . ,~\ <C,, • '.' .~~ -" '.' /' j .,'", ~.' • _ ',. 'I 

ndllien, but~without ratepayer fundinqo-f an;( program costs fer 
',' '" • ,,<' , • 0' .'r . ,:,', ,'",',/"', ':,' , .. , ' 

general"' advertis'ing • ... ." rl •• , • " .. ~ ~" ,_. ~. - " •• ~-

The second pregram·cevers. direct assistance '~to, qualified 
low-inceme custemers, senior"citizens, the permanentlY'Mndicapped, 
anc:i custemers who de not spe~k English. Edison's, 'proposed"pregram 

buctget"iS: $1.~:4:t.~ .. mil1.io~., ~·~p~.i~~"~~t~ .. s.~~ .. ~~,6~ millien·:ef""shared', , 
savings expenses, and $2.186 millien of modified expenses. ORA 
recommended full ratepayer funding ef these ameunts. ~ames Hedges, 

J -,"'" ,", '~'·l '.,1' 'If,',~"." .1. h\'" , . 

representing three community-based organizatiens(East·"LO$:;Anqe-les 
T" ,. , ' • "'....,' ,> , .' '.'." " •• r. , '''''' ••. - J ........ ~\ .... :"" lid ,'.,~ j' ':: ..... '.1' ,I, : 

• 

Cemmunity Unien, Maravilla Foundation, and Veterans "'in/'Cenununity" 
Service; or CeOs), was generally satisfied '~ith Edis~~';!::',~~;~~,~lI/~~e • 
to. lew-income custemers, but recemmended that no. sha-reholder--'" ',,' . 

. Iw., ;, JoV,:I'!/ ii' .,.4,.\',""''' .\ •. ' 

incentives be awarded until at least 75% of weatherizatien""goals " 
~'I'" rI-I·/,,!, .. IW\ ... n·~""f'j ~j ",'l,.',· 

are met. The eBOs also recemmended that funding for 'res':i::dentia1 
infiltratien control, er "'indoor air pollutien," be scaled back .. 
We will appreve Edison's propesed $12.411 millien, but $600,000 ef 
the $700,000 budgeted for infiltration centrol should be shifted to. 
basic weatherization. We will not adopt a shared savings trigger, 
but we repeat the eBOs' reminder that Edison sheuld offer direct 
assistance enly to eligible customers.. 

The third program is for appliance efficiency incentives, 
budgeted at $7.774 millien ef shared savings expenses. ORA 
recemmended $4.088 million. TURN recommended that a program 
measure for leveraged funding of refrigerater manufacturers, 
budgeted at $2 mi11ien and known in Phase 1 hearings as the ~Go1den 
Carrot" program, be authorized only subject to. refund. The funds 
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would, be used to ,subsidize-'manu'faetu~ers .:or . proV'fde ~:customer;(;.-" .' 
rebates, ·in order to'induce marJcet;penetration,,',-of ;supereff±c:-ient 
refrigerators.>, The consortium, of "'utilities" involved:.is not yet 
completer but. funds would 'not be:expended until the refrigerators 
are actually shipped . into .Eciison'.s'service.territory .. :as. a:"%'esult t 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 ... Golden Carrot,-:funding<::from 
shared savings ... to "ordinary ~ expensesbecauseproqxam.plans.,. are· : ...... 
unsettled. ,,: .' . , . - ... . ' . ' ... ,:',: .. i ': ~~ ~: .•.. : .. , .. .' 

Fourth, Edison seeks $46,000 in ordinary expenses, .to··:, 
administer. existing conservation and ':,weatheri'zation. loans. No new 
loans have· been . made ' since. 19'8'& .. ' . 'No ::party: opposed ,the request'i> .,and 
we will grant. it.:. . .', .... > ",' /',.'.::'~ ::' ,.' ... '..... :.:.: .. : .: 'j.-:-.:>. ,.:, :Y: 

, ,. The' ,fifth, 'program is'.:budgetedrat ';$2".0,15, m.i:l:l'ion. o'f:$hared 
savings expenses for 'promotion of ",compact :fluores,cen'e<.:light ~bul:bs .. 
DRA recommended $~.060 million. TORN noted that the:;program: total 
resource cost (TRC) ratio'of'l;l;S·is"relatively.:!ow,,··due to high 

administrative'. costs. 'l'URN::and NRDC:.'aqreethat,·the: .. p:coqram'.s·hou-ld 
be expanded,: to promote more 'bulbs" ,for:-the:::same':;acbninistrativC:1 .';.: 
costs, inereasinq cost-effectiveness. f .:TURN';'recommended ~that."\the' 
Commission limit administrative .. and.~advertisin9,:expenses.::to'30'%.'Of 
proqram costs. We will approve-~Edisonl's:requested",f,undin9.·:and . 
adopt. ·TORN',s .. 30% limitation.~:'.>. ::;;: I. '). ' ,- _. ",.'; '. > .t: :':'~'~.:, ~:.~~ 

,~. ~",'Edison's sixth' residential :program,·,ig.cf~r,.ener9YI·'c.' c. 

management:services ,budgeted .at: $5·~576 rmillion,;.of': modi,f,ied,;, .'" .~. 

expenses. ~ The':proposed. services:: are on-siteenergy;:audits<and .. ' 
mail-in' audits using<forms '. that>'cus.tomers::'send to Edison~.;for. ',: 
analysis. ORA recommended $4. SO 0 million,;, the 1989 ;:expense ~lev:el 
for residential audits.,. becatlse:,no~. new .·pr.ograrns.:'.are,.propos.e~'; .. ~DRA 
alsosuggested.that,.Edison should q conduct·;a(',:cos't-effectiveness 
study ·of· test :year:;res:idential: : audits and;should:.report:)the· .. ,results 
in· Edison's. March, 199'3" DSM: annua.l~report·. ,.:,We will"adopt·~~DRA.~s·: .~ . 
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recommended' :·$4~800· -.:.million· .£undingr r:leveJ: ;;'.:without> .:;shaJ:e-ho<lder .'.: :':>',; 

incenti ves,..·andorder .:Edison'to · .. make· the- ::-proposed· ::;study. ,.::.; ," '''. 
Edison "sseventh:.proqram: .:i:s ,;ea·lled- Res'ident.i;a:l ~:OU:treac'h, 

one of three informationa·l·p~o9'rams ~:that .wou1d :':be .:funded '.,~s.. 
ordinary· expenses.. DRA aqreed·with.Edison~s:.fundj;n9",:leveJ:s· .. ·:for all 
three information proqrams;.; .. Res:identiaL.Outreach"is .budgeted .. at 
$649,. 000. . l'ORN recommended a: $200 j:O'O O. :reduction . for . expenses .. : '. . 
intended. to promote seasonal and t.ime-of-u'se (TOO )·.·.:rates.:because no 
customers-have~ enrolled on these~sehedules ·.since .. they .. were: ' 
authorized in 1987. We accept TORN's reduction and will,:.authorize 
$449:,000'. ::< .. :.:: .. :;>;." ; ••. ",' :>' ,';,,"',.;. 

" In its eighth.program Edison requested,.S5S0·,.O'O'.0 .. to.£und a 
toll-free tel:ephone . line .~ for: conservation. ' info:cnation ..,.'No party 
contested this amount, but ORA recommended that . Edison",cons,ider:., 
making advertising. for, the' .toll-free line .. less ;;general' and more 
specific' about·· .programs. available to .customers '~We .:will approve 
the $5150-,.·0:0'0.. ,-,' '.':,_:' '/" ~ ,":<): ", '. ,;.; .. ~'" ~ .;' .:~: '~;<';':'."''! ,,,·~, ... c .. ~-·~-,-:~ -\ - ,'.' 

·.The .ninth and ·finaL program')is.budgeted·; at::$25·1,;OO"O<.;to 
,promotenew.:and :retro£i t " outdoor security lighting,., '. ' TORN':Oppos.ed 
funding' of,' this.·proqram·\because:'it:~'is"',aimed.:at( load.:'building" not 
energy. eff,ieienc:y;. ~We:·.w:Ul. deny.,'£undin9' o£:both .. residential and 
nonresidential,outdoor security lighting... . '.' ':, ... ::; ... , , .. , 
.1.1.2.2 Residential Load' Kanageaent,: .. ' ':~ , 'I." : 

Edison has budgeted $2.015. million :0£ ordinary~...:expenses 
to continue a .. program of·residential :air:'conditioner::.cyclinq. ORA 
recommended·~ funding. of $1:.000,.million.·because ,customerj'additions to 
the program: have'been- lower than:anticipated -.. and,., Edison . plans.~:no 
new promotions of the .. pr09'X'am;.:.,.· We'.,willcomprondse-:and:. approve~,::,: 
funding 'of:-$1~500 million. .":' , ... ,.:';:::;');,,;' ,\.: ": . ' .. :-:~. 
11 .. 2~3 . Nonxesidential' Ene:r:gy Conservation::.~-;~.~;, \:.:. :-< .:' '.~':"),:' 

. ,Edison' proposed:; 13<'; programs in: this:; area..·· .. : The;· first :: is a 
maj·or accounts information proqrambudgeted"at:::: $1,.211- .millio.n;".o£ 
ordinary expenses. No party con.tested/this amount". '.and",:we.:.will" 
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approve' it. :-,. The ~ second program;;,·:, aliSO? informational';' and:( a imedI,'at 
trade',associations., is called:Enerw-:0utreach,"budgeted:"at $42S'/000 
of ordinary expenses,:"·"Aqain:,.· no· party contested this':amount;::'a-nd 
wewill,approveit.: ' . .'N· ',-,: ,,:,' "",:~"",: :', ... L:~,·, ,;,',~ :,\'<' .::.:' 

, : 'rhe.next..two proqrams~-are., for.;: energy audits::-:or surveys of 
large',Jcommercial . and. medium~' orc~ smal,l: commerc ial.: cus,tomers .. '{ .:;' Edison 
proposed.modified -.expense treatment" for':- alll.energy::audit:')programs .. 
Edison requested $1.938 million for large customer·auditsXand,' ,; 
$3.810 million' for . medium.' and. 8mall(~cus.tomer.audit5 .• ;-<;~DRA 
recommended.: $S ~ 748 million for:c the·::'two-: programs combined .-~ ;JWe' will 
approve ,Edison.' s, requested, amounts , without shareholder " incent:i:ves .. 
Modified' .,expense incentives are : discussed' in? Section ',' 11';:5:' ()', . ; .. '.' 

'l'he fifth and sixth. 'programs'.are energy. surveys- for . large 
industrial and, medium or small industrial customers'" "Edison 
requested $2 .. 776 million for large,'customer,'audits:'.and·;$2;32'2·.~J' 
million·for medium and' 'small customer 'audits,.;. No party:' opposed' " 
these amounts, and we will approve them, without:'sharehol:der '.:.::' 
incentives.. ' . , '," ,~::'.: 

". 'rhe seventh program,is Ibudgeted'at "$3.:1S4'mil:'lj;on'·ofl'~' 
modi£ied _expenses for agrieuJ:tural pump testing, 'a'programi!:in<~pJ;ace 
since ,1911. ORA· recommended:'$2.07& million.~':we will.approve:, ';: 
Edison's requested $3-.154 ',million,. "without ~ shareholder-:-incent~ves .. 

The next three programs are for energy management-'''!:: ,::: .. ' 
incentives, for which Edison' !requested: .shared';savin9'srexpenses~ . 
The eighth program is for·hardware':'rebates,.. budgeted~;at $16.710 
million. . The' ninth is a. new"proqram·to promote air ,: cond:i ti:oning 
mAintenance ,..l:-udgeted .at:. $4,74.,.000,.,;'; ,The :ctenth program~.is ()~for ·:sma:11 
commercial lighting, . budgeted ~:'at'$3 .:38:7 'million .. : "The:su.btot'd'l: cof 
requested,"'fundinq for the :three,incenti ve -.programs . is ~$2'0'.:.5-7'0::) ::" 

-.:;million;.. . ORA recommended.S1S .. ,7.40'-million,equalto the~J;991,:' ~,) 
... 

')fundi-ng ,level. We.will approve:':Edison~s,reque$ted:fundi;n9'~i \, ..... ,', 
Edison at first proposed an incentive ,cap'.o£'~'$l;OO';O:OO'~~r 

account for energy management incentives, but the California Energy 
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Coali:tion..:{Co~lition)'· and.NRD,C.,opposed-' the:"limit'l '<arguing·)thatc:; it 
would preempt'huge\ s~vings:- opportunities~:4nd contradict·the·'-·, :;:.: 
requirements of' PO' 'Code S 70'1,.1.:; In' its/, opening'.·brief': Edison, ,; 
agreed to abandon the C4p. We ~9'ree with the. Co~lition:,and ': NRDC 
that'an incentive caI>might: limitconserv4tion::~achievements, but 
equity considerations. tend,") to .. support. ,a c. cap. " We. wil'L ,allow':.Edison 
to,.award incentives. without:a,cap, but we' refer.::the.,policy:.;issue to 
the.DSM·rulemaking.. ,",:. e,' _ •.• , , •.• :' ,:', ':',.": .• :<><.,,' 

. Edison's eleventh~,nonresidential:program.:·is,.a. shared:::,~ 
savings, plan' called "Design for Excellence, "'a·:,collection·',ofc:;::- ' 
incentives· ,for nonresidential. new: building construction~,:budgeted at 
$ll. 464 .-million.' DRA.. recommended· ,funding e at·. the',.199l <level.:oft, 
$5.ll8 nU.llion. We will ~pprove~~Edison' srequested'funding. 

,The twelfth request ,is for .... $686,.OOO: in';imodified::expenses. 
for'nonresidential outdoor security lighting .. ,Consistent with' our 

denial 'of :funding for': residential.:security.' lighting',: we .::w±ll.deny 

• 

Edison.',s .. request.' .' : ','. ,:: ,'·,'.u.. '" ; .. ;:., .,-',:(,~::. " .. , 

Edison'S thirteenth request is for $1.000 mill,i;on'·:of.:. • 
ordinary. expenses" for miscellaneous,; eonservation'ac:tivi ties. ORA 
recommended'.no ,funding·w· TORN recommended that the~:Commission:JCleny 
$ 700,,. 0 0 0, of the funding, but order' Edison to use ,",$ 30 0 ,. 000 : to:.~start 
a·,l:efrigeratorrecyclinq, .. program· •. " ,.We --will ,deny 'Edison~:s '~,request 
al together. . . , ,- ' ,. ,. " 

11.2.4 'Rorgesidentia1r.oad, Management .. 

Edison requested,:,ordinary"expense funding'~'of <follr ' 
nonresidential lo~d management·, programs. :., The.,first 'is budgetedi .. ~t 
$l.88l 'lnillion, . for program'expenses:'and ~bill:credits ,.·for 'energy 
cooperatives, which .are customer groups that ,Agree ''':to reduce',their 
aggregate demand upon notice from' Ed;Lson.;:' DRA rec:ommended.. 'funding 
of 50% of Edison'S ,request; bec:ause .. :Edison:expeets the growth ... rate 
of new cooperatives:to·decline:,,'in· the:,test year~, We' wi'll : 'approve 
Edison ~s ~request. ' ,~. :, ~>." '>" :\::' '" '::.. ,', I,,:,<~ 

.. ~. ,'v • '" ~....., 
"' ~ I -<--. . _ . 
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The second, load:: management '.'program"is.:for ;·e:ommerc'i'.aJ: '4nd 
industrial .. air' condi tio.ner.' cycling, .,budgeted,,::at L $Z24', 0'00.;.,:;;. DRA .: 

reco.mmended SlOO',OOO ... ' The current funding"level is ':'Sll8:~O:O:O ~> ' .We 
will appro.ve,Ediso.n's request.,:~ .,-' :>, ,,: .":. .'\' ..... ,.' 

The' third program: is fo.r::o.ff-peak:co.o.ling ;:a:tso. :.lalo.wn·as 

thermal energy sto.rage,· budgeted at'·;$3..:980mil:l:l.;o.n .. ~DRA:~'::.' 

recommended no. funding,.· unless .. individual measures sho.w:/rRC' :ratios 
greater than 1.0 and incentive payments:"are capped"at i :$50cper"kW .• 
ORA's- o.pposition is due to.,a.low, TRC.ratio, for,;,the,:",pro.gram as a 
whole and high, incentive payments, ,'which can exceed.$2S0':)per kW:::: 
We will approve the requested $3.980-million' in,funding';;;.with 'the 
cond'ition that no- incentive payments be made to.'pro.jects:for~which 
the forecast TRC ratio is: less than 1.0. We will. not ~ado.pt.'DRA"s 
payment cap.. The adopted' tes.t year marginal> generatio.nr;,,;' " 
transmiss.ion, and distribution co.sts· are' approximately.~$S2~':S3.3:,. 
and S5-3- per kW per year, respectively, and thermal enerqy..::sto.rage 
pro.jects wil,l endure for lnany'years.;· An· incentive- payment limit of 
SSO per 'kW- is.: no.t justified. ,'/, " ;;:~, ' 

Edison's fourth request is for $387,000 to. promote',:,,; 
agricultural interruptible, service;.',. This is d·' new':pro.gram o.f 
direct.'load·control by Ediso.n.::No. party,:oppo.sed",the request, ,and 
we"will approve 'it, with 'Che condition that· none 
used fer . general, advertising;..' '. ,""./~: ,', 

11.2.5- Fuel Substitution, Load Retention.,. '.', ", 
Load Building: (""cne@l Policy 

of •. the funds. ,are 

, .... ,'.' ;~; ' .. ' , . ' 

Edisen requests fundin9"o.f.,~expenses in three categories, 
each of which consists o·f -several'new, programs, none;',of_'which·were 
a part of' theCellaborative preceeding. " The.: categories and·: ,.' ,: ': 
corresponding funding: levels 'are :,~ . Fuel' Substi tut'ion,.: S2.13 7 '. 
millio.n·;· Load Building, $2 .6.29~ mi:llieni" and' ,Load':'Retentio~, :~$S .. 004 

millio.n. 
We authorize Edison's funding request for each category 

as discussed below. We have relegated to. the DSM rulemaking 
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'further cons.iderationo£~the appropriate·,character and content 0·£ 

programs :in, the·.areas. of fuel, substitution, .. load':·retention, .. and •. 
load building. We·have.noted earlier in .. this:;decision}our,;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 pr09'rams, and we have,s,tated·.a· 
similar' concern with respect to fue-l substitution •.. 78" .;~., -, . 

'Therefore ,.:our _ authorization: ·of, these programs_~in,this 
GRC is. on a:~.limited bas.is·.only. '. We, preclude· Edison' from:~shifting 
any monies from other DSM ,. programs into these .fuel·,. substitution., 
load retention, and load building,.proqrams-. Moreover, we~preclude 
the shifting, of monies among these': three. programs,.' Speci·f.ically, 
for example ,while .Edison. may. shift monies between infrared·,heating 
and dialetic heating under. the umbrella'.o·f Fuel Substitution" ,it 
may not shift l1I.onies from any ·Fuel·Substitution program-. to.- one, 
under the category of' Load Retention or Load Building., In·" 

addition, Edison shall not earn any shareholder incenti.ves, "on. these 
proqrams·. , . >.~, . 

. . ,'We remind Edison. that, it:, has, ! the·.bu-rden-~ of., proof~ in- its 
next·GRC .. ,of showing that a' request to continue.' or'.: expand:: these ... 
programs should be- granted.. .To~"that ... end" we are persuaded': that .. 
certain of ORA'S reporting recommendations. are., wel-l-.taken:., We. will 
require Edison to monitor,implementation. of .. these· ·proqrams-~'. .. : .. 
carefully and to submit, in its' next·· GRC~ detailed ass'essments·- of 
economic, environmental, and" any other claimed· benefits, should it 
seek; funding for fuel' substi tution,·o load.· retention,. and.: load' :.:", 
building programs at that. time. We also- requ'ire-:·Edison: .. to-;; .incl:ude 
in its' next \ GRC' filing .. detailed' environmenta"l ... eval uations .. of:: the 
impact.· of: the ·technologies it. chooses. to promote, including..: the.,: 

. '::. I' 

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

78 R.91-08-033, I.91-08-002, Appendix A, p.S (mirneo) 

. - _ .. ~4S. -

• 

• 

• 



• 

• 

• 

A.90-12-01S et 0.1. COM/PME/mds 
.. 1\ , ... \ ~ i • ", .. " 

. " .:.' .~." +." >-' " \ ,- ".' ... ' 

':repercussion:, of;:increasecr- load; on' Edison:.' s)'system':"! Tnese;::stud'les 
should clearly identify·,'and explain any :a'ssumpt.i'onsmade:~,:~' "; ,,,;,,' 

Finally ,as' ORA has :reeommerided:',' werequi're::' Edison to 
include in its March 199:):' OSM annual', report a tab-le' 'tnat'::will'< .. 
indicate ,the source and amount of. fund'1ng for, C'l'AC'~ In; ,that:: , .' " 
document., Edison shou-ld',: a'l'so report,:: on the cost, effectiveness,:: of its 

, :fuel·substitution:,programs';" ,,' :::," ::,;' ,:.' 
11;2~S..'1- Fuel,SUbstitution .. \ ',.': "',~ ... '~, ::;,:->,:,,::',,:'':':: 

Ed'ison: requested' 'funding:: of" four fuersubsti tut'ion~' ' n'-,':, 

programs-, , , 'all· 'ordinary: expenses:.,' The', first, proqram~;wou'ld~,'retro:fit 
electric commercial cooking equipment, and",is'::,budgeted.,at·, $,4:14 ~OOO. 
CEC supported: the program:. Parties', oppos'ing:-"fund:ing::<;i.nclude DRA, 

TURN, SOCalGas,' and, 1U. 'We will approve' Edison" s requested":" funding 
based on the claimed efficiency ben:ef'its~, 'In" Exhibit~~ 9'S":Ed'ison': 
stated that the program is' targetedC;for customers,' "with' older:,'" 
inefficient electriC cookl'ines and AQMD compliance prob-lems;~""" 

'The second' program' is budgeted; at" $4 3'8,; 00,0·, for( 'electric 
induction' melting as, a, substitute 'for gas orine'ff'icient=electrl.c 
furnaces,.·' CEC" recommended $200,000 for, a"pilot program;~;~butother 
active, parties opposed fund'ing. SOCalGas in' particular .. opposed-' 
funding, argu'ing that the- program'is: not' cost-effective:~' =Edison 
ealculated 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'::' thet~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 potential,: for: greater future -
effieiency and- environmental benefits,. '" . "~,.""::'-;:,"" .. 

'The'third program is for'infrared"curing,' or:-drying' 
operations as substitutes for, conventional thermal"baking,~;<budgeted 
at $552',000,. Again, CEC recommended, $200,OOO"for'a:,pilot st.udY':and 
other parties"opposed- funding,. "Edison's:estimated:TRC·;ratio;':is 
1.13. We will approve funding of this program given it.s est.imated 
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cost,:,*effec.tiveness and the potentia1:·. for,. reduc:ing"::customer::;,-energy 
costs as, w~ll as., meeting .air quality regulations;. ',,<'.~, ."J ::. _ .... ) .•. : 

. The .fourth, pr,og:rMl,,..budgeted at $6·34" 0 0 0.,,': is for 
dielectric heating in baking, r:ubber,: and ': pharmaceutical '':':~ ;~. :)" . 
operations. This. is a fuel·, substitution program"" but- Edison' Se: , 

estimated·" TRC ratio· isa relatively: high. 2:.5:&, because:. die1ect.r.ic 
heating has the potential for high soux:ceenergy.effic:iency.·, CEC 
recommended full funding of the program, but··othe.~ .. p~~~~~s~.~pposed 
ratepayer; fund.ing. We will .. appro:v:e . Edison·~ s; requested funding 
because .. of:: the program.' s high-' potential for·, cos:t-effecti veness e.: 

lloo2oo soo 2 Load- Retention.,., " ., . - ': "':",:;:, ::\,:'::~'::" 

. . . Edison·. requested·, funding: of three·load-. retentioIl..:.: 
programs, all~: as ordinary " expenses., The firs:t·, program. , :is~ for ~., .... 
bypass coordination, budgeted-;at $2,.,96,9 million. ~ 'l'his. is:,. ,), ""': 
essentially a' management effort to.. track customers·· cons,iderin9'_~' 
bypass., to- administer· special ~les. contJ:acts,', to..survey bypass: 
potential, and to investigate-methods to.:: miti,gate:·bypass activity • 
Every active customer group-, opposed the program. < The.: California 
Cogeneration Council opposed 0.11. funding: o.f ·load: retention'., .': 
programs, arguing that Edison's programs are ,biased ,agains:t·, 
cogeneration. CtC, supported, $5-00,000, o·f funding, to~. develop, and,. 
distribute an information package to customers-con-sidering;bypass .. 
Edison.'s proposed proqram ,includes bypass due-.~to econom'ic, .. and,.: ' 
environmental. factors.. We. will, approve funding,.for., this~_program. 
We view this. and other load, retention programs as serving- a.Jusefu1 
function. in providing informa:tion to potentia1·bypas,s, cus;tomers..,. 
thereby avoiding" underutilization of. uti1itYlphysical,:,:plant,,:,·.~: 
deterioration of system load,. factor, thereby" causing", r~ma.ining:L ' .. J 

customers. to. incur higher costs. If it,requests·cont,;i:nued funding 
for this program. in its next:'qeneral rate: case,,:~Edison.:wi11~:,ha..ve a 
strong burd~n ,of proof, to .. ; show that these- funds,.are de1ivering:;(~ 
economic·andlorenvironmenta1.benefits~to· ratepayers ....... ,"~ :: .. '<",;:. 

"" ... "''':'1 
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. ,', Edison,' s; second loacr. .. retention:· ef fort:; would::)provide t:;: " 

customers with information on loW' NOx burner technology." J~:'Xhe·:~;.c. 
program is budgeted at $351,000. No other' party' suppor.:e.e,d:::.the: 
program .. ·SoCalGas vigorously opposed funding·, .. arguing that gas 
utilities,. are.' better equipped to'·; provide:· custome:rs-,:.with~,.gas; burner 
info:z:mation., We.:disagree. ,Edison,has:::a long"'history in the.~:.··.: 
development of low NOx burner:; technolegy- ·fer. use ~ in:!i ts:generating' 
plants.. In the centinuing effort .to'.' address .. the NOx emissien .. ' .. "­
preblem in the Les Angeles bAsin, eve:ry oppertunity for~.:technele9Y 
transfer in this area should· :be .. explO'reci·.· .. '. We" will approve funciing 
for,this limited. pregram. •. '. 'In its 0, next GRC. Edisen,. is ::.required .~ to', 
make a showing that .. these. expenditures arec: cO'st-effective.::if ,it" 
continues.·tO' request funding for .this.:.pr09ram-•..... , _.' ., .. ," ," ",' 

The third ,prog:am is, £or~; "Emerging 'l'echnoloqies," ....... . 
budgeted" at· $4.685 milliO'n..Oue to- . potential ,loss ofcustemers' 
induced by strict air quality. regulatiens, Edison',would eX4mine'. 
technO'legies which are not yet established and·readY',fer·:-fully.; .. :: 
developed programs, and apply the:, technolegies to··customer 'needs.. 
No other party supported this program, but CEC' recommended,." '." 
redirection··of $2 millien .to: a measurement and·. evaluation program 
to assess new· technolegies. .'rURN. characterized. the Emerging:,.; ;',' 
Technologies program.as. a placeholder .. for· technologies that: .. may·;er 
mo.y not,emerge.· In reviewing Eclison's cliscription, this.program 
appears to be more accurat&ly. characteri'zed as an RO&D program 
rather than a DSM program... That as-ide, this. program·canc:serve as a 
useful. vehicle. in disseminating :information on. technolegies".: ... 
designed-. to- address customer energy eff'ic,iency 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 essentia·l:.,aspect"of, responding,.to 
increaSing': air .. quality. regulatiens.· '. We-:~ will~·: approve,; ftl,nding ,'. for 
this. ,program. . Again". we.: emphasize lthat:" Edisen-:.,bears.,:the;-;:burden".of 

. proving,' in its next general:; rate ·case'., thatflthe.-,expenditure,,;,of·:.these 
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funds ,are':cost-ef fecti ve' 'if ,it: reques.ts':. eontinued~; funding for this 
program .. ~. .' , 
11- 2;. S.; 3"LQad 'Building I,',,' ", ", 

~ " '.,: "". .., ~. 'I, • 

• ' Edison" requested funding '0£' ,four' load, building. programs , 
all ,as ordinary expenses.','" Generally,'no.other:;party:~supported~',' 
funding of anY'program.. CEC' expressed, a 'particular concern:::that 
load building, efforts would, pX'esent: cus,tomers with: unbalanced'.' ,.~ 

information that wouldfavor:/e1ectro-technologies over' otherl~ :" :,,' 
resources.' ':',>,' ";',', :,::.';~ 

The first· program is' budgeted::4t $36,6"OOO"and would:, . 
inform dry -cleaners about vent1ess equipment )that"would reduce·:, ' 
vo14tile, organic compound emissions-~ , 'The' ,program would,retain load 
by preventing environmental bypas,s-, and.::, allow these customers::to 
rem4in economically viable':and':'s.till comply 'with, future SCAQMD 
regulations.' We will approve ratepayer' fundin9';;: for:',: this"~~pi'lot H,:, 

program. Edison is required in its, next: general::rate case' to;:, show 
that the expenditure' of these, funds, are, cost-effective: from:.- an ,! 

overall, ratepayer perspect..ive if" continuecL' funding.~'of<':this'::program 
is to be requested'.. ',. .' , ," .: ,'::C':':,' -' -;: ,; 'of,"':'; :., ':'/ 

The second progr~" '. 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 :airoed at.:; 
retaining load on the system':to-thebenefit::of ,all customers~C:-:We 
will approve :ratepayer funding for', this' pilot:program,;: ,',Again; ,we 
reiterate- the requirement,' that' Edision: in its-', next 'general ,rate::.; 
case show that this pr09'ram is 'a, cost-effective ,use'·orf,:ratepayer 
funds. ",' , '- -;:; ": . ' " "" ,,:,"; : '~< .... ,'-, 

, The third:..proqrAm would: help- cus.tomers; optimize; the' .. : 
energy efficiency of electricchillers-~ a:s':- cu'stomers,': replace~(:. 
chiller· systems-or replace-" chlorofluoroc'arbon,:',·(CFC)· refrigerants 
with-'other· working flUids, ,in -response'to-'-'air:quality"requ'lations. 
According 'to- Edison" 92% of, the central: coolinq"facili ties-':market 
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uses electric chillers..: ,The- prO<]rAlTL .budget·,i5::'$a.6a.:,;0{0'0:·~._ .. _CEC .. ' .. ; 
opposed the, proqram, but recommended· fundinq, of ,$100','000 for an 

, informational. program on CFC refrigerant·replac~men't..':"Other: ' 
parties opposed ratepayer fundinq., -We will approve-/Edison:'s:'" ' 
reques.t based·, on the energy' conservation characteristics.: .. of, . the .,: 
program. we- expect a showing'of: ,cost-effectiveness by" Edison '. if 
continued~ fundinq of this; program/is :requested.: ., :'".,,: ":.:, ':. " 

The, fourth proqrdlll. would allow testing' of'coa tinq.> ' ,,' ,'';', 
products and processes. Coatings for customer': products, ,would: ,be 

tested at ,Edison's" CTAC fAcility,. "in search of, processes that would 
comply with new air quality regulations. The proqram' budget:: is, 
$1.07&milllon., We aqree,with'EdJ.son<thAtcoating'. technologies, 
have: a role in air quality.- manaqement. The- introduction: 0'£ this 

, , 

. technology will also have significant energy,.conservation.··', ~',,,,-
characteristics throuqh 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. 

I-·
i

) -,,. \ 
, '" ,,-

: .... .. . ... :/ ~,;' : ~.~ 
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ll.2'~'6 M'ea'surement, and"'~Evalllation"¥ Expenses:,: , ,: '. ~."~ .. )-:~.::.~'~"",':-.:)-:.~,-: "'.'" ~ ,~' 

. Edison has):equested •. ordinaxy expense'~~fundinq:r o:f·, $1·S.~ 376 
million-' for 2:2' measurement.-and evaluation. programs. :"OR,A:,·contes,ted 
$1. 0 0 O· mill·ion of this amount,. :in. .. the general area of' new.-. . ....... . 
technolO9Y.-assessment. CEC'recommended -an additional:; SJ .6·69:-·-.·-' 
million . in·' funding; including "$2: .•. 000', million redi:rected from:~· .. ' 
Edison's load reten.tion request,. and:· suggested revisionS:':!:.o ,nine of 
Edison's. programs-' (e.g., use of.£ocus.:qroups-r'and a ,.""1% tax" for 
statewide measurements. directed .by esC). ' ", - - ~. .-

. During hea=ings),Edison,. DRA:,:. .and'·CEC: expressed.:,-:-. -- -, ' 
willingness to work cooperatively: 'to develop measu'X'ement ... ; and~: : -
evaluation- plans.. -. In D •. 9'O-08-06'879 .. the') Commission' anticipated: -
more uniform DSM programs amongutil'ities.: •.. That cons'istency-is; 
~ieularlyimportant to· measurement·· and evaluation.--l of::,:· proq,rams. 

," , ~',~ - . . 

,.' \ 
... ,; ~.-,,' '. .-

, - . 
~ > ,\r, .=,~ .. ~.'\_~ ,;,.) .. ~, ..... ,'>;" ,,), -~ :'·.: .. ·~)C:~;, 

79 37 Cal. PUC 2d 346, 366 (1990). 
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We expect Ed.i:sonto parti<7.ipate with ;DRA,.,cCEC/ and'-other ::ut.i'l..iti"es 
,in development :of,consensus.1ne~su:z:ement : and, eva:J:uation ,techniques 
and studies •. :As' discussed-'elsewhe:z:e'in ,th~s~chapter,,~ :tu~er' ' .. ':' 

. consideration of measurement' and·.evalua:tion'issues. is "defe:credto 
the OSM rulemaking ~" ". : .:.: ...... 

It would be unproductive for the Comm.ission'to, scrUtinize 
all' of the :1rleasurement and evaluation details-contes.ted on the 
record in . ..phase .. 1. Instead, we will adopt Edison/':s requested> .'. :.'.' 
funding, and defer the details to the OSM·:rulemAking ... :The ,\adopted 
expense level is a reasonable compromis0" ',of' ;the.funciinq': 
recommendations 'of the active parties. 
11. 3 FandShif:tinq . 

, ," ., .... , ... 

In its 198'aGRC'", Edison was .ordered toseek,:Commission' 
, . 

approval- bY:4dviee filing :·to shift funds:: .among its:;th;ree"lUajOr,", 
program areas' (residential, conservation.,.nonresideritial~:.·x ' .. . J;: ,. , 

conservation;. ~d load manAgement) or to' shift, more than-:'S2'~5 .. 
million: in· funds within a .prOgram area_,8~ 'rhi5>rule':was.'·modified 
somewhat l.n response ,to ·an .Edison. request·in late':19"9·1.::8~ · .. : . ..Edi;son 
has proposed :to increase the level to $:10' million~': ORA: opposed. ' 
Edison's request,. and supported several· :FEI:?: .related: to: -fund ~', 
shifting and restriction of funding for fuel substitution,.' load., 
building, and customer retention programs~;' .. 

We will allow ,Edison to continue::its:, previous fund 
shi-ftinq rules. I" rather than. adopt new :rules proposed by '.Edison or 
ORA:. We will reinstate the$2" .. 5,milJ:ion limit·,orde:z:ed .in· .... ; 
0 .. 87-l2-056'1 l:>ut relaxed in,; Resolution.E';"3244~.:.:'" We):will"::allow .. no 
inereased.ratepayer funding" of fuel, su}:)sti.tution,': load"l:>ui:laing,.: 
and eustomer retention programs beyona levels ,authorized, i-n:>:,this:: 

~ I L '. r ,',. • • ~ " 

~,.<' r' " 

,,', I 

----, -. -)r,. ," " .;; ... ,.~,~",} ,'-'1 i .• ' \,., •• )(~. ':<',:: _' ........... ;~l'.,),': ',-;·:·;r":':~"'-"':l<:l':·.: ''',~''1.~~,;.:,,':''~I .. \''''.;'·' 

81 .O.~7:"".12~~.55, ,20. .. Cal.,,!t:JC .2~. 3,9~~';".~.80;(.198?):. .. .. ":';',;, :").~i~ ''';':.::-:< 

82 Resolution E-3244, approved Oetober 23, 1991. 
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decision and .will not:permit : the: sl:d.,fting':o,f' fundsamonq:·the'· . ,;-, 
program categories.. Addi tional .. expendi-tures: '.are ;.not ':p~ohibi,ted'by 
rule, but they .:may . not be. recovered .from,ratepayers •. :We;:cl'arify, 
that· .the .$2.5 million limit is: .. the cumulative.l-imit,per), GRC :cyoJ:e, 
but it is not a spending cap in any sense. 
filings are '%'equired~~ '. , , I' 

'.-' ,.,. oL.' '_I " 

Edison may . shift funds .• away from .. or, into; DSM' programS ".' 
eligiblefor incentive payments r but .it· should ,adjus:t:Gits energy 
s~vings and incentive payment, targets .accordingl.y,..'withl~dequate 
support for .those changes in an·advice·. filing. . . ,'j, : ,., • 

Edison and NRDC supported' authority forEdison;~o,.·' :;. 
increase its DSM funding levels for attrition 'years1:9,9:3~'·andl.994. 
We are reluctant to grant that. authority, . considering"' ,,:that test 
year expenditures are.substantially increased over:cuX'X'ent ··'levels, 
but we will allow increases under· .these circumstances:.:.,~·::.( J:').'::. ':"': 

increases will be' allowed only by' separate,application,,., .';:: 
(2) increased, funding must be- justified by increased ::demandfor' ; 
utility programs, as measured, by participation: ra:t,es relati.ve·::to: 
forecast participation rates,.' and' {3 ) shareholder :i.ncentiye: ',: 
targets--both forecast savings' and·' incentive' 'payments--mustbe;" 
adj.usted to 'reflect the increased,. fundin9"_" . 
11.4 Measurement and IYaluation .: ' .. ".:<::. /" 

Edison proposed that its'OSM'accomplishments:be measured 
as the products· of·- forecast'.energy . and capacity, ~saving$. per unit. 
installed, ~times recorded,·"i:nstallation· numl::>ers.;: ' 'Other "parties',,::,: 
notably the CEC, urged'thatEdison. increase: ,.its:: e£forts: :.to: .:measure 
unit savings... We encou:age.fu:rther 'measurement,',effort,. ,'as p~" of 
the:DSH rulemaking. '"',,., ,':."-:::~':':'~: ':'~.,,:, ".-;,': ;'.,:' .. :::':~ .. ~.:-:" 

There is an open issue concerning measurement of savings 
per installed unit. Should these measurements ,be updated in the 
authorization of incentive payments? The parties have agreed that 
incentive payments should be based on actual, not forecast,' 
installations .Improved'measureme~ts;' ofu~.i t" . sa~in:9's: ~ s'h~uid. ..... . 

... ~;.., 

,' .. '" •• f 
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obviously be used' in future:'forecasts,:.'of:·savings.~; but",u$e,':of,,'·',,': 
updated, iuform4tion to' determine incentive payments.';'is :more}',;,~,· '-::': 
complicated,- CEC' argued "that the improved, measurementS: sl'lou,ld be 
used, because they reflect real' energy' :savings,,;.,DRA,,be.lieveS:',tbat 
use of forecas.t unit ~vin:gs 'will:avoid,.endless :l::i.tigation.,of)';,': 
incentive payments ,,"s util,ities. attempt to· support ,higher:.:unit~, 
savings, in situations which would: produce higher- incentive :" ,': 
payments. " ", , " " ",~"" 

We 'defer ,this. 'general, question to:' .the DSMru'l.eJllA'k.i.ng:.', In 
the interim, Edison should base incentive payments'on:':its.<own­
forecasts of unit savings;. We appreciate CEC'$'cla:i:m.:-.that 
incentive payments s.hould be ',bas-ecton realnet;sav.ingsr:,' J)ut:, , 

forecast savings are· 4n ad.equate.proxy until po-licy"issues.'are" 
resolved outside this GRC. ".' , ' ',.-:":" : '·:'c:: ~>,' 

Parties to the ,:DSM- rulemaking: ',' shouldr 'recognize';a. iuseful 
distinction made by CEC." In ,measuring' DSM·savings'-,. :itmay ~" ". .; 
convenient to distinguish buildingenvelopemodi·ficatioIUP fro~ :: ,: 
industrial' process modifications.:..; The. ,envelope measures::are:"more 
amenable'.to metered. energy SAVings., because :builc11ng;,loac1s.. :ar&"" 
re-lativelystable over time- or can 'be adj,usted:"for:weathe:r'" impacts. 
P:rocess savings depend on-plant output ,for which..: ,dau are, '.',.' 
proprietary., . Process measuresm4ybe more' amenable to other'; forms 
of post-installation measurement.: . ,,' \' ..,"i 

We' emphas.ize to Edison. that test year' savings; use<1:.to;:~, 
cAleulateincenti ve payments. must,;·be substantiated. . Unit:savinqs 
should be' adequately referenced to: saV±ngs:,forecasts:: from.. this ;;': 
proceeding,. . and records, of customer'" 'installations: .should 'be 

verifiable and. ,,"vailable to other parties. :.~,:. ,'..... ':;. :',.j \ . ' .. " .,i._ .:" "_' 

11 .. 5 "InSentiye' MeehaniS!ll$ '" 

InitsGRCapplication,. Edison,requested::OSM:incentive 
payments based. on the amortization; scheme-authorized in;.',; .. ::";:'" _, _: ' •. 
0.90-08-06.8', plus modified, expense,incentives~,.based',on-:,a 'percentage 
of program expenses . Confronted with vigorous opposition from 

'-1'5:4-
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other. ·par.ties., Edison·.aqreed,tocha.nqe ;~its, .. amortization \:seheme':~to a 
program of incentiv.es. based: on ~shared. energy savin9's(:aC'hieved,'~by 
elig.ible. Edison programs·. . .DRA and CEC.supported .. :.:sharecksavi:ngs,':· 
incentives, but they diS4greeon:· the level·.of·':ratepayer: support. for 
incentives and on the details. of the .. shared savi·ngs. mechanism. 
TURN supported an' incentive- 'system by:which authoriz,ed rate of -, 
return would,·be- adjusted~accord±ng .. to. DSM .,accomplishments e"" 'rURN; 
also suggested that the Commission order Edison to establ~s-hin . .its 
next GRC. that any adopted shareholder :incentives,have.:,.·led to eost-
effective proqram saving's.'.··.· .' ) ,. ',' <;,r: .. 

. TORN reminds us' that : incent ive 'programs .which ~benefi't- .,' 
shareholders: W±thout· their making', capital investment,s,carer ,not .. ,'; , 
permanent.. .We'have- previously' found .::that ·incen.tives '.shouJ:d.:be,. 

, , 

funded by ratepayers, but incentives may be necessa:cyonly. ,because 
the" marketplace for energy . efficiency in California--.:i:ncluding 
requlatoryinfluences--is obstrueted£rom ',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 tb:is gub,jeet:to ·be· studied: in 
the CACD ,report ordered· in D .. 90~08-06a~ ,Ordering Paragraph.) ;l'..:h.~": 
'l'he Commission's intent is to promote· DSM. such- .that incremental" 
customer savings in response to' incremental utilitY' efforts are 
cost-e££ective_ In its, ·next GRC'~" Edison),should present ·testimony 
on the long run cost-effectiveness of utility: efforts.,. w:ith' ..... :~ : 
specific attention to marketplace obstacles and, progresS':. ,toward_.~ 
overcoming them.· . ,'..... - ' . ',' .:, ;~':, . 

We will authorize an interim shared·'sdvings.:I:inc.en:tive· .. 
proqr~forEdison, ,subject to revisions ordered in the OSM 
rulemaking.. The -interim, shared ,satings:' program'resembles' "private 

'industryproqr=s..in that "Edison, , the' service .provider';.: :'earns',; . ,:~ 
. ".~. 
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the, provider is paid by all.'ra,tepayersi,.~not., the eustomer~;:cec~iving 
,the services,., 'I'he- need '. for: ratepayer:, support l,;should . ,be ~:con3,idered 

in, the--, DSM',rulemakinq;.,: .,.,<.' .. .' '.,' ',,"'\,<';: ,::0:.:::.::",':. 

, Earned, incentive,- payments:,can be amortized ove-r,.,three, .. 
years,. as. Edison requested" in;~orde:r .. to, confine~'ratemaking~:. 
complications to a singleGRC cycle::;,,' ',' ,:.~, ,';.:. 

We,; will deny Edison' 8:: proposed modif ied·;expense 
incentives, because they:would be based directly,:on,expen8es,· not 

, enerqy_ savings. The : connection 'between utility, expenses:~and, energy 
savings makes even shared savings dependent on uti1ity"expenses" 
but incentives with no dependence on aehievements',:are-unreasonab1e, 
pending further consideration in' ,the"DSM, ru1emaking. 83, 
11. S.l Adopted Shared SAvings' Hecbani8J!l',,' " " .'. .' 

Edison proposed a shareholder incentive ':of ,·l5%.:,ofli£e 
cycle 'program savings indueed by eight, eligible programs,;,:onee 7,5% 
of forecast savings are achieved. 'I'he.:payments would,j)e·".awarded as 
eredi ts' to Edison's. ERAM" aeeount', amortized·. ,over.threeyears.":,,, , 
following the program', year. 'I'hebasis"for,. the ,lS% would be· ,life 
cycle energy saVings, less-the average of utility and:,;total·cos.ts. 

DRA proposed the. same'l5~ percentage and the ,.samec,basis, 
but ORA recommended a.benefit cap~related to:supply-sideearnings, 
penalties for savings below SO% o,f .forecast,:savingsiand"program-
by-program application of the formula. '---::> 

CEC proposed no incentive caps" payments equal to l5% of 
savings, less. utility costs·,. and, payments~equal to'.~30,%.:0£ savings 
for a :pilot program based, on; measured , savings." 

, _ We are unsatisf.ied wi:th, all .. ,of, ,these ,approaches,: ... bec,ause 
they include perverse, incentives, that. ,accompany tri9ger.:level:s."of 
savings and;' because ,.the' proposed· ,caps, remove ... theutility;.:incent.i.ve 

•• ~. I 
, .. 

.,' I.,.,-

' .. (.' 

.. ',I .... " 

' .. " 

.. 
'" 

.) 

S3 R.9l-0S-003 and I.9l-0S-002, Appendix A, Proposed Policy 
Statement lS • 

- -':l56-.-

. )"'" 
, >.,. 



A.90-12-01S et al. COM/PME/mds ; ._': ' ,', .. ~. 

'to ,po.rsue'allcost";effective 'OSM·'opportunities.;.::. Edison,~sr::'7S%' :';: 
tri.gger: gives the :utility a-:great' incentive- 'to,.,overestimate;';sav.i:ngs 
when annual savings are just below 75%. Expressed; another'~'way';,.the 
incremental incentive at precisely,·75%~·s.avings-is,extremely high" 
and extremely high· incentives . invite se-lfish ... responses •... ' Edison'''s 
flat l5% earnings rate from 75%::of ·forecast. savinqs.:onward.;does:.'not 
allow for the penalties anticipatect:' by: PO Code S 7'40'(0), and it 
doesallow£or very hiqh earnings if·s'avings greatly exceed;,'.<···. 
forecast· ;savings. . ·We are attracted·~, to··· ORA's: . tbeory:~ of',' setting, :OSM 
rewards :-eommensurate with supply' side rewards,' but DRA:'s scheme' ,is 
unreasonably'complicated:.. ' ' . '. ,: ,.:' :: >, ;.," .... ~: :~: ';: .:~ ,,; ,/ 

• 

To . avoid,extremelyhigh. incremental--' 'incentives in:. the':~. 

relationship between rewards . and"" achieveCl.net· . benefits:;:~ we ~. will:~, 

order an S-shaped function' which> wil l' offer:',;: >(l,:),:;:pen~lties for 
very low net benefits~ (2) ·a·'zero-intercept for,'net:::benef,±ts;':'\~" 
beyond:'whi:ch Edison, willbeg'in to· accrue rewards" (3),: loW'.'-; ::':: 
incrementalincentive~rates ('per: un'it· of.':·re·corded·'net benefits as a 
percentage of forecasted net benefits) . at' .. very~"low and very::high • 
net benefits,' (4) greatly increased; ineentive" rates near;~foreeast 
net ,benefits, and (5) smooth trans:itions-' :between:~the',;different net 
benefits' regions.. . See AppendiX" G' for, the· sketchs: of~:·' the ~shaped 
incentive, functions we' ,adopt , for several"enerqy:e:fficiency:- .".' ."," 
programs. .', ;" " . <0' '::;~.;:",',". - ~' 

'rhe S-shaped curve" 'or;, 11ncent'ive~ function:~~:is linear for 
savings below··75,% of·· forecast':and:'aDove, 'J:2'S%'~of·· forecast,·,and'-·'~i~; 
parabolic from 75% to· 125%.>'It:is'derived-;...us:inq::very:,elementary 
calculus-..;.from' specification~of:the :incrementalincentive rates in 
each savings region. ~As '; indicated-·' from)the " S-curve graphs,:. in~::.::' 
·AppendixG, Edison will have:greatly··i:ncreased::incent1ves:'.in.r.the 
75% to 125% range of net benefits. 'rhe 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,:.functl.on.wil'l·;be?adopted":;'a's;::"a::"< 

. shared '~savings;',mechanism:'for the<following -utility .:programSi: :.I:.c,-:~, 

Residential Appliance Efficiency Incentives, Commercial ·Enerqy"':;: 
Efficiency Incentives,84 Industrial Ener.qy' Eff.ic.:i:ency,:·Iricerit;Lves., 
Agricultural Ener9Y EfficiencyIncent'ives~Resident'i'a1 New 
Construction and Nonresidential,New:Construction ~rid, non-mandatory 
Direct 'Assistance~ EnergycManagement Services"· (EM'Services ):."~' 
In£O%'lI1ationproqrams, as well as mandatory Direct'Assistance' ~". 
Proqrams"will not receive shared<savinqs treatment.' 'Mandato:ry:­
Direct Assistance and Xnformationprograms shall"rece'ive,;'simple c, 

expense treatment" ,consistent with other utilities,": proqrams.,:and 
as recommended by ORA. . '<",., 
U.·S.la - 'Perf0rmance AdderProg;l:lUIlS"" ,- ',' 

, . 

Both .ORA ancf' Edison agree that ::EM Ser.rices should·::recei ve 
PerfO%ma1lce Adder treatment.: , The ;PerformanceAdder ':mechanism"is 
similar to- the "cost plus ... , mechAnism<weapproved,'for PG&Ei'~on; '.;'.' 
similar proqrams whereby Edison. receives incentive earnings:: based 
on a fixedpe:r:centage of applicable ,:program:expend'itures:l:provicfed 
minimum. goals a:r:e met. " . . .:(i'·I;::'~';·, 

ORA;. and- Edison p:r:oposed' an; , incentive; of·-5-%:' o,f:, :program' ' 
expenses on.. EM ;:Services-, with· .the exception 'of. 'Res:iden'tla:l: ~EK,:, ,.', 
Ser.rices,. . ORA; and Edison: disagree on . the:~incentive"percenta9'efor 
Residential EM Services •. ORA; arques,;'.thatEdison has/not!:::: ""'.: 
demonstrated historicalenerqy "savings. -under 'Res identi'al" 'EM," .~, 

Se:r:vices as have other utilities. who, ,have -received· a '5~ incentive. 
ORA, therefore, recommends a. 2% incentive on. Residentia);:'EM- . '.i'; 
Services for the rate case period.>:," .. " ... :: .... 

. ~ We adopt"Edison;'s and 'DRA:'s:recommendation.of 5% for EM 
Se:r:vj,ces aside from' Residential.,",:.We,.adopt a; 2~'~incenti.ve ,for ::'.' 

__ 1"/" ' 

.-, . "', 
j - \ ." 

.1 .. 

, J ,'.". 

,", 
I,',. 

. '> ,.. ..... ~ ~~ ...... _ .• ~. "'~,' .,....... .." "t' _ •. " •• ". ,r, .• _ .. .,...,'."' ........ : .. ,._.' r' .... ,~, ,'"":. 

, 84 We' -do' not endorse'pre-spec'ifiec:t' savings with'respect' . to' "' ,'! 

customized rebates as they are incorporated in the Edison resource 
benefit data we use herein . 

.- ,'ISS-
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,-, " ... ,'" to ."., 

r:, ,'., _ - ',.". '-".;'" 

Residential-.,EM 'services ... : .. Further ,.vwe :;adopt ~'~a'::minimum,\pe=formance 
goal .o:f· .75% -of ·total ... units·as.shown in;Ed.ison~s:··Exh.i:bit':·1:2~-:·£or ·EM 

Services.. :,;., .;:: C)',';'; ... ' ,.>::/ ... J.~;:; ....• : . 

. 11.-5.2 Risk· And· Symmetry , ....... " " ',,~: ;:'1.)', \::;. <', : .. :" 
.,'.' Several parties.. testified-:--to;the 'risks.'·of demand~;and::;;. 

supply-side alternatives, and.the.symmetry of:rewuds <:and ~.perud.'t:ies 
uncler·DSM . incentive mechanisms.' ',' Edisontestified-r·that ::for ,;,the .. S4me 
increment of. eapacity, demand-side r.i.sk is. higher. than·:.5upply-side 
risk. because. demand. red.uction depends. on cus·tomer actions: ';'outside 
of utility control. Other'parties .argue.that .. demand-side. proqr~ 
incorporate portfolio diversity,. which .makes.,them·lles,s.:risky- .than 
supply. L •. , ..:' :;:-:':"1'~-;"; 

We need. not resolve' this.,·debate, 'but-· we' no:te'tha.t .. Edison . , 
ignores identific4tionof ··.the parties .. wh.ich mus.'tbear·either 

• 

d.emand-side or· supply-s.ide risks ... ,' Under incentivel. ratemaking. -:-:for 
DSM programs ,.shareholders.·.contribute no-, eap;i;ta;l. :TheY'.~ace·th~ 

performance- risks that . achieved·' savings will not reaeh>~:.a: minimum· 
level·,. ~ but they do-. not face the . capital risks. of . supply-s;ide. , " • 
investment. If risks and rewards were l:>alanced, . .'·.the ~expected:value 
ofDSM incentives would· be zero,; but.£orDSMprograms>:we have 
temporcU'ily abandoned the conventional risk-reward >ba.lance .:. ':The 
adopted incentives formula.'i.s sy.mmetric,.: but it is ... ·s.ymmetric '.around 
a par or target value of incentive payments,. not·around,,:zero_ ;-It 
is reasonabl~ to depart from: the risk-reward SUl.ndard:,·±n..-order to 
overcome DSM market· imperfections,.· but we' mustcontinue.to·:inspect 
this premise in the' futw:e~' <.:... .', .. ,-. '.:; .~-:'</.' ':<": 
11.5.3 Basis for Incentive Payments.:" " .. '. . .~. ::'.G. :,",~l-:., '." .. :~ 

For-shared· savings programs ,. ·the· parties. :have proposed 
various definitions of net proqram. .benefits,. which then, become:' a? 

basis for determining incentive payments. The parties have d.efined 
the following quanti ties: ( 1 ) incentive basis, IS·, (2) total 
resource benefits, TRB, (3) utility administrative costs, UAC, 

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

(4) utility incentive costs, UIe,and; (5) ,cust:o_m.~r ~r:p~i~,~p.~nt 

..•. I ,-• 
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costs, PC. ,'Edison dnd DRA.·proposedc:·that" th.e .·incentive:::basi's>,s:hould 
. be total, 'resource :benefits:.less.theaverage·: of ut:i:lity"and:-total, 
cos.ts" where utility costs .,'·;UAC,-+-' Ule,,' and·.totaJ:'~cost·s',:--t1AC<-+-;'PC. 
Thi-s,resul ts> in an incentivel:>4sis· total;·):)enefi,tg,;,-UAC -' ... O.$<x 

trlC - ·0·~5 X· 'PC .CEC. proposed a ::bas.i;3,'of~·total benefits'olesS:: only 
utility'costs~ , 

CEC"sbasisis theoretically correct, ,bccause'.:net'-· ':':; 
SOCietal benefits do not'-depend on".the .incentive.amount,)·,which'.is. a 
transfer payment .from :',theutil:i ty 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 
ORA~: With·.the ,adoption of ; this incentive:basis;. we·do.llot.prej~udge 
any (ietex:m.inationon incentive-:b4ses.:' which.may .. be .. 1nade in::the- OSM 
rulemaking.. -, ",. :~.' ,"' ::':: 'r;" ... <:;. c'.':.: .. ,.:.::, .,'. 

We agree with DRA that the incentive"basis(.w:i;J;l"not:,..'by 
itself,. . encourage Edison-.to minimize' .adminis,tration, costs or 
'customer incentives, .. ' However, ':we· believe that 'averaging total: .. ·· 
costs· .and utility . costs will . encourage Edison to.more· carefully.:. 
consider. tradeoffs between maximiziug: .. ~benefits' ·.and -,.minim.izing'-~:- :.' 
costs .. ,. .' . , 
11'. S.4 . IneEmti.veTarqets . 

to'" I··," .. , ., .. ,,~, . , 

. The adopted incentive functions. for shared ,;savings are-, 
determined by .a'net~savings ··target: equal, to-~the forecast life cycle 
benefits '($)' for eliqible. programs:, . and:an,,,:,incent.ive':·payment ..... .:.; 
target..: DRA recommended. that·'shareholder,incentives,; have. ':a'"cap .. ;.: 
based on equivalent· shareholder earnings' from.supp.ly-side: "';; .C:.~ 
investments.. We have rejected: the .,cap',;: but we >wish ~:to·· pursue' . the 
lonq-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-t~ 
-rate of 'return on..eligil:>le program. expenses.:for eaeh·. individual 
proqram,as.: ':if Edison had invested the, ',same .·amount . of ',capi"tal.,in: 

.- .. :160-
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,supply-side ,resources~ ,: We ''.t'ecOqn±ze ~:that for. the _~e . :,";,: ,: .:,' :,~:. 
expenditures, ;.DSM programs .should ,produce .more total'::.benef.its than 
supply-side' :resources,. . ':because . benef it-cost ratios ;.mu's'C: exceed .. one, 
but .we have ·,other concerns: (1),: .actual.incremental energy·.~sav:LJlgs 
may be· lower than actual 1neasured· savings,,,:due<',to '~free riders ~·~:.and 
(2) the market for energy efficiency is not absolutely ,unresponsive 
to energy prices, so that to a ,certain .extent.:sharehoIder 
incentives 'are unneces~." 'Considering:ehese factors;:.. setting. :an 
incentive payment ·:target . based on utili ty "program :~,expensesis :a,: 
reasonable·~compromise~. " . ,," 

'.\ .,;\ .' .,' 
,P" .'. J< , • 

",.,,1 ". ', .... 

. 'Referring tor.the curve' ' Functions . in\.·Appendix;:G~'.the·:::net 
benefits. target 'is. 100% of foreeas~t"ener9Y savings •. "The:,:incentive 
~ymenttarget,. or shal:eholder 'earnings -;at '.100\:,of '"forecas.t net-: 
:benefits.,. is u.tility expenses· (OAC+O~C)' 
authorized rate of return. 
-11.5.5 Procedures' .: , :.<; .. 

for el'iq.ible 'programs \times 

.. 

• 

, ,',To establish, the' tes.t 'year incentive: targets,{;.for,eaeh ~ 
program to which shared sav.ings· are rl;applicable-i!'·we: mus·t set·:S-cuxve • 
functions. ';for .each program. " 'l'he·<:d:ata ,;necessary :to ,set these. ::S-':: 

curves " ~e . utility administra.tion. .CO$tS';,,~ UAC,,:: utility. ::incentive':; 
costs, 'OIC, participant costs, PC, and the resource benefits:.:for' 
each program. We have previously adopted'·u~iJ:'ity.;tota;l;~cost~~which 
are a "summation of UAC and ,UIC.;.:, '"'".::":,, ' ... ,. ,-t'.".;' 

.:For .. the purposes .. of. setting, the ,,s-curves,,·,.we :.:w.ilJ;'::use:· 
Edision-'sforecasted ~resouree ,bene!i ts arid:, partieipant:·costs .J;"";" 

However, ·we d.o . not adopt, the underlying ass.umptions eo.; g'. marginal 
costs, savings/measure,: measux-e lj;fe;,..·.and;net-to...;gro5~,.' inJ the, ~:~ 

Edison .. numbers .. : NeverthelesS'.,' adopted.numbe:r::s,'for:' ee.eh ;of·~the-,:".:,~ 
underlying assumptions. are 'necessa:y: for the' caleulation::of;-total 
resource 'costs ,or TResfor .each .measure under .. '·all,s·hared s·aring-s. 
programs •. ' : .. ;,,'" .. ,. '.' ' ... , .. ,.:.'.,"", .. :;' "'//.:"""'~ 

.: We, "therefore',. rill. order "'Edison to . £ ile ran: . advice ': letter 
with, CACJ).which . cont4ins values.' for,',all:data: . necessary !.to ;;calcu);.ate 

• 
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total resource costs ',for-e~ch sh~red:~;savin9'S: :~measure;fadopted: ;·here'. 
The Commission fully expects Edison to justify ~ny Commi'S:sii'on·<,;' .. ·, :-: 
~doped ~ssumptions used for total resource costs· .. througb..~:a'g9'iess:ive 
measurement and evaluation' during ··the-'~ ra,te . case" period .• 

The incentive payments for shared: 'savings: "are' :·4: :iunction 
of the actual achieved net ··~benefits divided by'-the net" benefits 
used to fix the curVes.. 'The 'curve ,itself :ts"fixed':'~s:ing the inputs . . . ~ ,., . , " .. 

shown in the graphs' contained in-Appendix G': For"each; program, the 
associated incentive rate ::is, differe'rit~ but .commoRi.to.::all functions 
are the following: (1) a penalty: for achievements'below 50% of net 
benefits, (2') a 50% bandwidth ~tw,eell tbemin:im\im ~·:and:'.maximum 
incentive levels, and (3) an adopted target incentive based on a 
10.59% of utility ~osts." 

With this ,mechanism in place" Edison~s.incentive,earnings 
, . ,,' H'.. "". . '. ." .... ' "'J " "/\', .. < 

are driven by, .. their level of achievement in that the. e,ffective 
. ,. ' . ' .... '", . " ... ""OT.I·, 

incentive rate increases continuously .. as net benefits. increase .. , . . .' . . .- ,-, \ ". ~ ..... ,... .... ., '--' ' 

This- is unlike PG&E's incentive which incorporates,.,a fixed·, 
'. " '.. • , • ,". , •• • .. ~ ..' '. " •• 1' 

percentAge,o.£ net benefits af,ter a .. minimum level. is, achieved."" ... 
, • ~.' ~.' " ," ." '. ,_, ,.,,/ "'I' , ........ , I, " • 

11.5.& SUmmary ~ '. :"":' ',:;; ,~:;::·'V'.',.;: 
We have adopted. an, .. incentive.function-~;thel,relationship 

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

between .achieved savings and shareholder inc.entive "pay.ments--which 
'. • ".' I ., •• ' -".~ " -, • •• '. • .... ,-,. I 

mitigates ,per,verse incentives. and"tends to, confine payme,nts .to.ar 
, , , ., .' I ",.. '. .," • •• _ ~./ '. 'I •. '" '., r • 

reasonable r,ange. Adopted interim .;de~ixu.;t,ions, ,f~~.: :E>:r=0g'ram,.~,;, :.: . 
benefits, incentive basis, and incentive .targets, are .:reasonable, 

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

compromises of the partie~ 're~ommendationsand,~pr~,c:tic~, .':" 
considerations. The adopted incentive function ,is ,algebraically .. 
complex,. but it is theo:retically,so~d and,~an, .~e~ilYc"~icuiated 
u~ing .~preadsheets. Re~isio~ toth~ .adopted ·~h~'red~a.Vings" 

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

mechanism may be considered in .the ,current DSM ,.rulemaking. 
, •..• .' .,,'. ,4, ... ~,. • • ,,~ ~ ... ". " 

. .... '. 

The adopted incentives are consistent with the 
requirements of PO Code S 746. The interim incentive program does 
not complete the Commission'S obligations under PU Code S 746 

... ,'. 
·c :-; 

, . 

, . 

.' . , . 

· . 

· . 

· . 



A.90-12-01B et al. ALJ/J • • /vdl '" ':;::" .. . ' 
" , 

. because-,~t.·applies.. only ,to. Edison,. butit:cis'a ,step.::in:(the: righ.t 
direction. ;;:;i,:: \' '. ' 

ll..S-PO'CQde'S 701.1 
,Af,ter.:Edison, prepared ,and .;served : .its.. ·)DSM.!·:tes,t'imony, . ,the 

, Legislature-,enaeted. PU Code S701.:1,.:whicn,states:: ,., 
"The. Legislature further ,finds and ' dee,lares", .. . ' 
that, in addition to any appr.opriate. ,. 
investments in energy 'production, e1eetrical 
and natural gas .utilities,should seek to. 
exploit all practieable andcost-effeetive ., 
eonse'rvation and '-improvements in the" efficiency 
of energy use and distribution .that offer, " 
equivalent or better system reliability, and 
whieh' are not being exploited by any other' 
entity. " , , "' , 

In response to the new code section and encouragement'"from'NRoC;' 
the sponsor of the legislation, Edis'on-hasagreed to:withdraw its 
eustomer incentive eaps and't'o seek to expandit's":DSM p·ioqrams"" 
where cost-effective opportunities are 'identified. "Edison '1:)elieves 

... 

• 

that S ·701.l requires' that Ec.i'ison have the ab111'ty'to:incur DSM '. • 

expenditures over and above its funding" request -in th.'is:·:~RC~':': <, 

However, Edison testified that S 701.1 does not requ:tre·:ratepayer 
funding of every dollar needed' toachieve";DSM'go'a'ls.'" 

NRDC's proposal for' spending ,. f le'xibili ty;' endorsed' 'by (. 
Edison, would allow DSM 'funding above,'oGRe levels'-when<ju:stif1ied:by 
customerdemand/" "subject to 'the's'arne prudency revfews' tl1at ":al'l ,'. 
Edison's efficiency programs 'received. "a.S . NROCtesti'fied;:that ' 
none of the DSM opportunities 'add:l:essedby Edison's programs';are 
exploited by other entities ~ . ' , " . , " ... :; :. ':::, '::, ~: " ':;, ~: 

TtmN opposed "the'increased:'::fun'ding "sought by':Edi:son, ana 
NRDC. TtJRN argued that'S '701;1'must ·take its 'pJ;a'ce ·:amonq.;other':.pU 
Code sections' which reqUire 'just '~arid reasonable rates"'arld' :'other'f;~ 

< \ ~ I 
\... ., .. '<-

BS Exhibit 406, p. 2. 
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ratepayer ·.protections.: ~" .. 'rURNPo.iutedc:to' 'l'egis'lat:i:ve :;i:ntent~ that~;·, 
S 701.1 should preserve regulatory agency flexib:LJ:i.tY·in.~:prann'ing 
for both. generating faci'lities.:and ·energy'::eff.i:·ciency'and 
conservation programs w S6.: NRDCseemsto · favor "retrospect'ive' .,,' ... 
prudencyreviews. of Edison's. DSM expenses;;.:.87 .. TURN' believes : such. 
review would be· illegal,: because there .is no. meehanism.rin ~place· .. to 
avoid retroactive ratemakinq problems.. " ·":.:".:~.i .. :: .. :. 

We agree with TURN that S 701.1 must:'b'e·/c·onsidered::"·in. 
addition to. other ratepayer 'protectio.n o.bjectives:,-"'"::aS: stated in 
S 701.1 itself· •. ' We also',acknowledge thatprudency·reviews.'·of,·DSM 
expenses are no.w and should co.ntinue' to. ' be made .o.n ' A- ·forecast' .:' . 
basis .'l'he practicality test in· S7:0~1 .. 1; includes. ::the. :praetica'J:::i:ty 
o.f Commissio.n review o.f.DSM funding by,·,ratepayers.Wehave':a.J;'lo.wed 
increased DSM . funding· between GRC· ·test :years, but o.nly~fter·· : ... : .. 
Commission review and upon' a showing by Edison.that there.:is a:' 
demand for increased funding·. . We· 'have relied on' NRDC,"'S: tes.timo.ny 
in specifying the necessary utility showing of increased~:"demand:_' 

One S 701-1 limitatio.n that remains: untested. is::-,the ,.( 

extent of exploitatio.n o.f co.nservation by, other entities.:.;.;' ;NRDC:" 
believes that, Ediso.n"s ef:forts·do. no.t'duplicatethe-'effo.rts.'.o.f;·any 

o.ther entity, but that no.tio.n is no.t supported by a factual"·reco.rd. 
The ~ket imperfections that justify ~tility DSM, programs are not 
abso.lute... CUsto.mers· do. .take so.me'co.nservatio.n ae.tions."in;··resPo.nse 
to· energy prices and the workings-'-of, competitive:markets·.;.:.:Market 
players are among the o.ther~entities.-'specified',by .. S" .. ·,70:1 .. l'r· ',.' .. , 

confirming . Edison ':5 conclusion' that~ 'S7'O:l.t:do.es: .' no.t· require:.: ' 
ratepayer 'fund.i.nq o.f .every .. dol:lar : needed ':.to; achieve' all cost- " ,.:­
effective energy co.nser.ratio.n: ... There' is''no: ev;tdence"·.·on:~the~ ,reco.rd 

" , . ' 

". ·.8& ' ,·.Reportof· ,the- Senate'Co.mmittee; :o.n : Energy- and: ,Public:: 'O.til:ities 
o.n AS 399$, Attachment, B.to. ... opening1 ~r,ief of .. :r~., ... , ,,' ;,"" n" .......•.. 

• • I" , ~ " •• I , . J • ~ •• • , ... ," , .,' ." , I ,_ , • ,. ..J. ~, '..... .... .,0, ...; '-:~. \.,;. ..... 

87 'l'r. 31:3022-3023. 
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about: pursuit of., the same "conservat.ion_'opportuni ties::by:ut:il'i ties 
. and· ether entities,~ .',' ',' ",::". :,;:', ,', .. '.:,',.~' ,.,.:~<)::,.': ,',. '" .;~ ,i' 

,·We ·:have -subs.tantially :';increased~Edison ~:s· ·:DSM.::expenses~: 
eliminated, incentive caps",and ,allowed. increased DSM:-,f.undinq, when 

it is j,ustified by increased.·.eustomer 'demand.,These',aetions,. "along 
,with authorization fer rate"recovery,,~of reasonable,DSM;.expenses,.: do 
not in any way hinder Edison from compliance with· $,,70'1'.:'1',.:, ',.,>" 

11."" ,Other DSH Topiq ,'" 

.. , 

• 

. ,: Cemmissienreview.ofEdison' s-DSM.expenses·, has --been.' ~" 
hampered by· incensis.tent presentatien and·; formatting, ,o£ .. the .- :~ -;­
evidence. ,DSM and .. RD&D programs .:are fundamen.tally:different from 
cenventienal utility functions,' and ,.the ~ERC : Uniform: system of.· . 
Accounts. was not created '.with DSM ,in mind,.· but·:these:"are<not·,valid 
excuses to' depart from rigorous ratemaki-ng accoun.ting:~': :In: fu.tm:e 
GRCs all active parties : should clearly,·identi'fy·ancit·tabulate:the 
programs they are discussing and categorizing,., ,In,.its nextGRC ... 
Ed·isen . sheuld, present a DSM compari:son·exh.ibi t· which.,· sets.:.forththe 
poSitions of all active DSMp4rties,. ,not ,only : E'd'i son· and the DRA. • 
The exhibit should be- served.onDay '206' of .the Rate· Case Plan,. ";. 
cencurrent with the joint comparison'exhibit on: revenue:' requirement 
issues. , ... .: ~ ~ .... ~ \ ' L 

TORN. has reeommendecL.thatthe Commission .1imit,:A&G ':" 
expenses--inc--ludinq advertising--to- 30:\· .ofDSM program budgets .. ;.·., 
TURN 'suggested that gene:ral, advertising- cests> have' ,increasingly' : 
found. their way .inte·DSM budgets:.: .. ' ."Except for .. the-- compact :':,.> .. 

fluorescent light bulb .prog:z::am-, .we ,w~ll, .not'~adopt'.TURN's:30% ... 1-imit. 
However,. in ita next GRC' :Edison' should' :identi£y.the:"A&G .percentage 
for"all proposedDSM proqraDl$, .. so that .:otherparties:.and..,\thei_1 ' .. ~' . .' 
Commission can quickly identify programs with higher than average 
A&G costs. 

We will deny Edison's program-specific attrition.year.DSM 
.funding requests.' Existing£ormu:la. :adj ustments,'for tcost i,escalation 

, • I ' .. ,.." " ' • . , • Of •• .., I"'~ ,,' :'.1 ... ~ ,') (' ", '. ' . 

apply to DSM expenses. Theadopt'edtestyear':expense 'l'evel is a.' 

• 



,. 

• 

• 

• 
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substantial;, :increase:, over,' current authorized, 'expenses..':i':and.:ECl'ison 
has, not;j,us.tified ,its, requested, ;exceptions ' .to "attri tion; ,escalation 
pr,inciples:_' . As. discussed earlier in this chapter', ~Edison ·:can;>·; . ;, 
request ,·further. DSMfunding., by,separate application.;' ,:.' ::,.;~ ',: ::." ':, 

. Standard TRC calculations: :exclude· ,the- cos.tsof: '1ncentives 

given to cus.tomers .. · .From: a societal,'.perspective: incentive;' payments 
are transfers, not costs, but the, ·exclusion:.of incenti vepayments 
removes an incentive for utili ties" to .. contro·J;' .,those~:payments... .' :The 
TRC formula shou,ld: 00-. revisited in- .the(DSM" rulemaking ';:.' 
12'. Proposed: Retum on Equity Penalty· .... , 

Edison and its. affiliates are authorized. to, own up 'to':SO% 
of QF projects which. sell. power. to Edison. . Since' 19'54;"'Edison has 
executed· :agreements· with affiliated projects: for ,more~: than:'lSOO: MW 
of capacity, representing more-."than 40% of .. theQF . generation.: ' 
purchased by Edison ... Under Edison's',holding companystruc:ture,. '.' 
affiliatedQF transactions: are made:. througbthe Mission: Group: and, 
primarily, Mission Energy Company (collectively, Miss:ion.:Energy), • 
DRA and;, other parties have .. raised, disputes in: several Commission 
proceedings, concerning. the transaetions<:between.·Edison·-:oand· ... 'its .. QF 
affiliates, and. the provision. of information' about those': '. ',')'. 
transactions,. . , .. ' .. i\ . .",'; ': .:' .,:'~ . (' , .. ,,:.0:,. 

12.1 Position- of DRA· .. :-~.!: :, .. ~.i\· .• ,' /,~:<. 

ORA: has· recorrunended that:, the: Corrunis5 ion.:; reduce ;:Edisonts 
ROE by 40 basis points (0 .4.%) £or~. test~~:year. 1992, -:'£or-::failureGto;: 
comply. with,:: Commission· regulations, ,regarding:' affiliated..::.QFsr.:,·,Half 
of this.'penalty, 20 .basis ... points",.is ...... for Edison's',;repeated failure 
to.. provide information. regarding:' affiliates, to,::.the .... Comm£ssion •. ~;::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 requirement by 

.-.... ~. ,-.- .... "'._ .. _ ............ ., .. 
$35.9 million. 1" . , ~-... ;:,!-~'" ". ;,"(" :.I' ... '(~ ... ';0'::" ,":: 2,:" 

DRA believes that'the'problems of Edison's favoritism and 
failure to provide information: are': severe 'and h~ve'~eonti:nued ,,):, 

; '. ~ 

.. _'.' r' \ \,c 
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~-.•• , ,;....,. '.~ ..... - :'c" ,:~ • t..J". 

despite:: :'X'e~ated· warnings:. ·:from. the!~Commis:sion)~: t. ·.Aceordi·rl<i "to: . ORA, 
" .. the. penal ties; .shouldbe :comparable,· to, . two . penal tles .:p'reviou:s:J.y: .'; 

imposed by .the COmmi.ssion., In. O·.~9'1J:;078~.·-the,:·commis·sion;·peri'aJ.:i-zed 
PG&E 20 basis points .. for fail;ure'to:ade~tely"pursue;"'cOgenera:tron 
opportunities'. 'In D'.8Z-12-055~9 the.;Commission':penar!zed Edison 
10.·basis. points for two' yearS: for 'failure~'to eomply,:with (Comm1ss'ion 
policiesonp%'icing of QF~contractsat full avo.idedcos:ts~:~~"· ~ .,'., 

, 12.1.1 Failure to Provide, Information~ , " ':,\ .~,; .,,: ,.~ 

The Commission-examines ·the reasonableness of:··af:f·i-liite 
OF contracts in ECAC proceedings ~ 'InA· .. ·SS·-02-·016·;:Edlson',.s .... 19Sg:. 
ECAC applicat..i.on,. DRA'reviewed. a.eontract . between: ·Edison and KRCC. 
'I'ha trevs.ewo. resulted' in a 'Commis.s ion, d'i~l:lowance\' o£:; ~$4.g.:'::J..71>; 

... 

• 

.' million' in payments to KRCC.due to· Edison's.··imprudent~ 'actlons: £n' 
negotiating and exec:utingthe contrac,t,~ ":(,'l'he'amount o·f:the:: .":) 
disallowance is now in rehearing~l' :In;·~8.9-0S-064:-,.;:· Ed'ison':s" :1989 
ECAC application, ORA reviewed Edison.· contracts with:· Sycamore: ' ~, 
Cogenerats.on Company ( Sycamore )and:~ Wa.tson~ 'Coqenerat£on, 'eompany~~" 
for. its' project at the ARCO Petroleum..Products:Company:s:ite ... ··:···: • 
(Arco-Watson). . The 1989 ECAC· reasonableness' revi·ew··'is·'now,: in:' the 
hearing process before the·.Commiss.ion, consolidated~:·with:·the 
reasonableness phases of A.90-06-001 and A.91-0S-0S0.','· ''':':. 

ORA cited several examples of failures.to¥'provi'de ...• · 
information 'in the KRCC:matter: .. (1)" Edison·"s':'reluctance to respond 
to ORA!.·s~request. for information.' on the· affiliate partnersh:i:p .' 
.agreements, despite ,clear'· statement· of· DRA's~and·: the::;Commis·s·ion:'·s 
rS.ghts in' 0· .. 88-01-063,9,0 in·'which··the·'Commission authori'zed.,·.:~ .:0 

Edison'.s :holding . company strUcture·;.~~ :(2Y Edison·'s.·,def,icient" d'irect 

",-. 

~, . , ",-.. 

", .• i, ..j, ',' • I 

I ..... ; ••• , " .••• 1 .... 1, -'-;.,.' 

88 

89 

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

2 Cal. poe 2d 596, 726-730 (1979). 
< :,:._':'_-:'''':-~ '~~'." ',:' .'.;:":') i,,;.:j'.~.(:. ",:,;.;~,j, ... ·r! .' •• ..,. 

10 Cal ... PUC 2d 1.55, .. 25.5-258 .. (1982) ...... 
7 I .. , • ",,," ,,, ••• "'~ ,', ' ' •. ) .,.. ,r , -."_ • \ ',_, t,_. •• , 

90 27 Cal. PUC 2d 347, 374 (1988). 
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showing on the nonstandard:, prov:i's-ions' 'in the',KRCC'\ contract~' 
(3) Edison's voluminous rel:>uttal showi:nq:~ aft:e~"~oi~A?had revealed 
its conCQrns; ( 4 ) , comments' on ovident:iary, shortcoming! 'byi :the-, ''ALJ 

and the assigned Commissioner;.and"·(.5Ydiscussion 'lanquaqe.-in'" " 
%).90-09-088,91 in which the,' KRCC,·d.i:sallowanee,. ,was", ordered.':".. ,',~: " 

DRA, claimed, that Edison's, showing in,.:its. 1989 ECAC 
application failed.~the ComnU.ssion"s 'standards ,for utili ty: ,testimony 

esUblished'inD.8-2-01-103: 92 " ""~~' ",' .~i', 
.. AppliC4tionsfor' nonstandard contracts,;shouldr; 
clearly state all tho differences between the, , 
contract and the standard 'offer, D.nd·--identify'" 
all gains and costs for ratepayers.' ,The ' ," . 
application should. further, demonstrate why,. 
ratepayers should either be ind'ifferentto' or 
prefer the nonstAndard contract over ·the· ': : ',,' 
standard contract ... , 

'. . .. ~ ,I , :,. " I ~ • \.. " 

ORA also cited: findings-.:in, 0'_9'1-05-,02-8 ,9~3 in'" which ,the 
COmmiss.ion denied approval of, Edison ',8' propo8ed~' ,margoer with SOG&E: 

"'322.: As this record clearly, ·demonstrates.,..: .... ,:; 
despite SCEcorp's preexisting duties" and,the, 
Commission's stated intention to construe' the ., 
holding company' condi tionsand its statutory, :'~'" 
authority in the broadest possible fashion" ,. 
applicants have often failed timely or " ) .. 
rillingly to, provide the in-zormation- necessary ,; ,,:: 
for the Commission'S reviews of affilia:te, ", I 

transa.ctions." , ' '. " 

"323- Applicant SCEeorp.'s rel~ctance,to,proyide 
information as required' by hold'ing company , ,'" 
decision Condition No. ,1" and ,thereby.;.satisfy':,,:": .'; 

. its obligations. under the requla'tory compac.t , . 
struek in D'. 8B-01-06'3;" undereutsthenotion· .. ·' '. :... .. ' 

,that reliance should be placed: ,on ·tlti.s",,: ":',:-:~':": ... ', 
'~) "., .. ."":' , .. ' '.:-... - ~ > ) 

I .:~ .' J • ;¥ ,', t .• ' " 

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

"-' ••• ~' \) : •• ",',; '; o'-~ ",1.:'.'" "': ~." " 

::,:,9~ , ,3.?C.'7~.:.) ~~~2.d .4g~ ,,(~.99.0) ·,:,,,,1,,,,:> ,: ,. ,)',.:::',C;;;.,:::: ::; 

92 8 CalvPUC 2d 2'0,:: 3'l',.and ... 83i,t1982 )".;: :', 

93 At mimeo. page 161. 
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:mitiga.tion.vehic1e: even",j,-£7 i:t:. were::;'mO<iified in ;?:~: '"'" .. 

c,>~~ .. d~c~s.i~I?- ~,oday~;~ .,,~ ..... :,.:;.::,,;,,:>,>~,,' ;., ;;'>:,,~:':.:~: 
According to ORA.-, Edison- has'fai'led :,to;. comply.' with clear:: and direct 
orders'to.·provide the information.:.': ... ":: . .... ...::.', ,",/:,: _,':'., 
12.J.2 Favo;t;itismand'A:ntieompetitive' Actions .... -< .. _. :.' 

To s.upport its·: allegations;. offavoritism,'- ORA cited the 
same three: nonstandard contracts. with:~l<RCC,. Sycamore,: and',Arca­
Watson, which together provide Edison- w.i.th· about:'1000'.·MW',of . power. 
ORA claimed·· that Edison"s ·favoritism.: causes··ratepayers'· direct harm 
and is anticompeti t"i ve-~inan economic' sense':"':'oecause,' it 

'. •• '.,'" " T" • ',""" 

disadvantages nonaffiliateQFs.' Tbelatter.proble~could 
eventually harm. ratepayers' throuqb~reduced 'compet;i'i'ion among all 

-. .' . ,~. .I 

QFs. During bearings ORA-admitted that: its evidence· of favoritism 
is circumstantial. ORA presented no' writ'ten;-' evidenc~ . o·f Edison 
policies-or practices.. tha.t show intent to favor.affi:J:iate OFs. 

In 0.90-09-08'8: the' Commission made several:. findings' that 
relate to favoritism, to KRCC', but did' not u:s:ee, that term explicitly: 
( 1) Finding of Fact 129 refers .. to "acts' 'Of 'iIriprud.enc:i~ in the 

- •. , • "" , \ • >.' " 

negotiation:, execution, and administration of. the~ KRCC agreement" i 
(2) Finding of Fact 132 refers to ·~management'decisions... which 

", '"J, . ,l 

did not adequately take into account the' interests of.·: its 
ratepayers as defined by the Commission; sd.edisj;ons~· :and adopted 

. .J.' •. ' I 

standard offers"; and (3) Finding of Fact 13S refers to "actions 
taken by Ecrison. which ~ereat odds: :~:ithspecifj;cco~ssion 

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

directives .... ; . ORA infers that those actions.:demonstrate favoritism 
because oth~r- large' OF contracts do,'not_have' similai.problems • 

• .., I, • I "',, " • '. I· •.. :'T ........... ,_. 

0.90-09-088 made oneadditional.:finding·tbat -comes: 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 OF affiliate 
before its ratepayers and other OFs." 

~,' , co. ,', i '(j" .-, • ~, 

ORA supported its claim of- favoritism by' c'ompar'ing 'KRCC 

contract terms with terms 'ln nonStandard eontract:s:'wi.th.::· :'; ,~, 

'" -.' ~J.:69 -

'"', 

• 

• 

• 
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nonaffiliates.,' .. !.the nonaffili4te. con.tracts have stricter· .. ·' (::;:-' , 
provisions.. The favored,:. terms of,fer:. KRCC:" ,.( 1 ).,:·the :.:ri-ght ·to :.::' ,;, '.: 
increase firm capacity at 'oriqinalcontract prices'r")~(2};',capac:ity 
prices higher than standard,' offers" ,and '(3 ):extended'durations for 
heat-'rate,floors and ceilings .. ': ORA also· claimed,:that ne<jotiations 
for the !CRCC contract showed conflict., of, ,interest, "because"Edison 
personnel could .. serve and hold'fiduciary responsibilities for both 
Edison o.nd Mission Energy. 9~" .... ,.:. '': " / ., 0 ,:~)".;~'.::., .. 1:."; 

ORA made similar. claims, of"favoritism·,relating,.';to .:the'~, 

Sycamore and Arco-Watson contracts ,. by eomparisonof ~arioU's. .' c 

contract provisions with standard:' offers and':nonaffil:iate 
contracts .. ,ORA :claimed·.that, Edison:'unfairly,assisted'Sycamore, in 
its permit process before the .. CEC,. including:'a requeet:·;,for·. 
confidentiality, and ~that Edisonhad .. a:conflict~of interest in the 
Arco-Watson' negotiations because-.. when the ". contract ',was,.approved \' 
Ed.ison was eons.idering affiliation.withArCO-Wateon •.. : " ',: 

Finally, DRA mentioned complaints of anticompe,titive .. ' 
action ,raised by nonaffilia.ted QFs.'ORA :named'.Cal Energy as one 
active complainant,,;and ,cited a.' historical ,record,of other<:~:''1'':'i 

transmission accessdisputes~',::. ".: ;"", ' .. ,;: ',~; ,r',' '.:-:.: '::;" ,':! ,;,' 

12.2' Position' of Edison' .... ' . ~./ '" "':", .. ,,:.~", .. , '. :,. 
""Relative to·.the'M\oun.-e, .. of',' revenue ·at. stake",-Ed±son" 

contested:the:proposed ,ROE' penalty moreviqorously than,:any.;other 
issue_ .. 'Ed.ison' hired outside:. counsel. to, litigate:. the·;:'"is sue ;; called 
five rebuttal witnesses, including a Senior., Vice- President,:~and .. 
filed,. briefs.:,in two separate. vo'lumes •. 

, .. . Edison appended· to:' those.:briefs,;.three~~,documents\:whieh::are 

its pre-filed .,testimony, in-'A~ 89-005-064 ,the; 198'9.,:.ECACapplication. 
DRA objected to 4ny Commission notice of those documents,~ :.The-:):~ 

doeuments., are clearly:. addi tionalu tes.timo:c.y, ,not:c; of f ic ial documents 
• ",",,]' <"-" 

94 D.90-08-088; 37 Cal. PUC 2d. 48S, 576 (1990). 

.. I • '---. ~.~ 

\, ..... , ' •. " ·I.,.,n 
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eligible' for .. any form of-:·notice. '.~we: have'disregarded·;them :in~\':)!; 
considerrng ~the proposed':~'ROE" penalty:here:Ln'~" . ',.'.' ... :< " ,~ ~ '/(1':" 

12.2'.1' Px'e:ceg:u,isites'fox-'a!'l"ROE"Penalty ,".,.:: . ,'.' ','; . 

. ·In its opening brief,- .Edison presented'eightarguments in 
support of a finding. that· the prerequisites for imposition "of ·an 
ROE penalty have not been met: , ',:. :.,',.<" ~:>;;: '. 

, (1)· :Edison ,has notviolat~~ any clearly; understood";' .. 
standards of behavior. There are several instances .. where the':' ::.:. 
Commission, has refused' to,· impose': penal ties' because the standards 
for utility behavior,were not, well' de·fined·.;, .:. ~ ... '. '.' ':,:. ' , 

(2) The'Commission': has .. ·not. warned Edison ':of'\a "possible 
penalty ... 1)RA"s cited warningsare·fromanALJ. and"~an ass'igned ',", 
Commissioner, not the full Commission'; , " " ',' <., "." .. 

(3). There is' no ,direct· ;'evidence. of . Edison . intent . to: 
violate 'recognized, standards:.,' ",ORA/'s:evidence' ·is'circumstantial:'-and 
indicates Edison"s-intentto" comply with Commission'::,poJ:icies:'and 
directives:..'..·,' .." '." . - , 

• 

: ,'(4) Other remedies a:re superior ,to:.·penalties:forc. .. , .~':::.: • 
encouraging Edison action. ~", In-; its rebuttaltestimonycEd.:i:son ,', 
offered to voluntarily restrict communications.between.~Edis;on"and 
affiliate employees, to distribute a semiannual 'report_o:n,~::affiliate 
contract negotiations,. todiselose"to··ORA~all documents which 
.relatein any way to dealings with- affiliate· 'QFs·r-,and.;:toi.:eonfer: 
with' ORA· regarding information· necessary:to support'~its.~ECAC' . 
reasonableness reviews.; ',' . :. :., .:. ;' . .- .. ," .~' .: '.~' ..... ,:::~ ,,",~;~.'~: "., .. 

(5) The penalties'lack::- any incentive·;·or.:.dete:c:cent'.".,. 
function.' According -to·· Edison:~ , : suchcpenalties ·,encourage Edison to, 
seek :pre-approval- for. " i ts actions'~': burdening::"Edison::and ::the<::;:: ,; ~ 
Comnu:ssion;·'· ;,;,,);';'.}:' .. :, .. : ... : .... ::.:<: "'::::, <.:: ,:;','.:i::'.:'::,-:::, .\.~~.:.; 

..... .. . . (6) DRA·has· failed, to-:' meet· its~,burden~'of' 'proof,.<whieh it 
must carry when it alleges violations of statutes, rules, orders, 
or tariffs. 

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

w_~; 1.71--

~ (' ,-, 
~ ". _ .iI .... ~ 

• 
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(7) 'I'he ROE penalties would. unfairly d.uplicate other 
ad.verse' conseqUences susta!ned'bY 'Edison~' due',·:t:6:·;'the }cRee and merger 

. ,p_. ,_,' "" .','_" ', ...... ;. i...., ...... , .: .......... "" ~'7'~''''';'\'-'' ( .... ,~Lr; L .. ,~ .. ~~ ",· ...... 1,-, • ..., 

decisions •. Edison believes that' those'Comm:i:ss'ion"act·:i:ons'" we're' ,--
taken' in' part due: to Commission . concern' 'tha't: :Edis~on: d~eCi :t'oL'favor 
affi:liate,'QFs. Ed:i:son admits that ·:separb:te:pena1i£es. axid··',(:·Ci<;~' 
disallowances are possible in response to the same behavio'r:~ 'but:' 
such ~duplrcation would' be- unfai£'in :this': 'ins1::a~Ce ~ ,~ . .. , 

'';(8) ROE penalties would 'cause' ~profound";reve'rberat;ron"s It 
in'the financial' community,':' inducirig:a" 'percept:ion' 'o{u~£airn:ess:' ' .. 
which could" eventually increase Ed.ison"s·'cost "'0£ 'capi tal:ind }larm 

, ,. 

ratepayers.' . 
12-'. 2'~2 Evidence on PrOvidinQ' Information' ' . : .. :;' , , ',.,',' c. 

Edison' presented'six arguxnenis 'in oppos'ition 'to i:;"~n'al ty 
for failure to' provide informati'o'n: :;;,', ,", ,', -. "',,, ~ , , 

:(1)'" ORA's testiiUony is confusing':~nd- confl:i:ct'irig.'~;' 'ORA 
has mixed evidence, testimony, and needs for informati6n':~Y-:~'\'::'"' ;,': 

.:: (Z) -, Th'ere' is" no precede'l'lt· or '~easonfo~ a :~nal ty for 
failure to carry the burden of proof. ,"::. ',':::,y.' ,'.' :'~'I .. "),,r 

, . ,"' 
. (3)-'Otherremedies'are avail'cib'l'e' andniore" effective. If 

. ., ., .'_'" '" ~, ! J>, , •• '.'~." .- ~ • ('>' " 

Edison "S' direct' showing- in any pr'oceed'in:g is' 'inad:equate; -' 'DRA"'sliould 
file a~ motion' to dismiss;" or' diseoveryean be u'sed'; 'to 'obtain;:' ,:' (I,' 

further information. If rebuttal " testimony is' "excessive or" 'stlould 
have been ii'led in a direct showing-,ORA : should:· file': ~:~'~otiori' 'to:' 

" . ," 

strike. 
(4')" Ed'ison' never' intentionaI'lY -omi tted~: necessary 

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

information in the 198'9; ECAC-or" merger'.' proeeed'.ings ;." " ORA's· . , -" 
dissatisfaction' is not' eviden~e ,: o{'; intent' to w!thh61d:~;'inf~rmati~;;'. 

• 'P ... " ~"'."~' J \~ ,"', ",' ,~' .' .... ; ,,' Y' j • •• 

(5) ORA's examples of nondl.sclosure· o·f~ ).n·formatl.on' are 
~ .,,_ •• _', _ '. ~. ,', ,_, .". ,'" .. ~. 'I, ' ,'+ ...... ' .' / "'. .',,' """ J • , 

anecdotal' and -fail' to showJa' pattern ~. or intent on' Edison's part. 
( 6) Edison's management act:i:ons' will inS. tig~te": further" 

information' problems. -'" .. :.; < ': ~.; :.... . . " ," ' ,< ,- .~ /; . ~ , 

J. 2 • 2 .3'. ,;' EVidence' ~ on :- [avon tiSm , .. ",'; " " 'i, . ..: " "~ ,';., ~~ .• ::.: '..,' ,-;' .~ . " ' 

• .. ,:..... ,'" ", ,~, "-I' p, • ,. '" '.... • " ,.- • ~ ...... ("'I • "', ... , ~. , ..... ' ,-' .... 

Edison presented seven"arquments"against'a' penalty'for' 
favoritism: 

" ',. \ 
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, ' , 
- ~. # ....... ,. , ... 

.. , . . 
. . (1) . Edison~s. policies.(and, .. actions ~toward·"O::·S-,.have,,\,: .. ) . 

• 0" , ' , , .' .~" ' .... _ , " •• ' .......... 1 ...... ... '; J )" ___ ' • •• , •••• I • ~-' ..... , .... , .' .'~ _ ""."", I.~ 

complied with Commission, . standards .. of conduct. "Edison pursued,.,. 
, • '. _ .,' T.', •• LL I' • , , .... ., •• -" , ,. " I, I .• '9 ." ,.'. ._! I ,.- '", _._" ' ......... '" , .... 'j" • • 

affiliate QF contracts wMch .. we:c:e ,.the ... best ,de4ls \ ,possible, ·for "., , 
\:....' ., I.~ ••. ·, ". ,.: •• ,J •• , ~.' •. ,~ ~" ", ~." ••• '.~" •• 

ratepayers~ consistent. wi:th Edison's .0bliga,tionS:. to .promote QF·. . 
c >, • > " ' • .' , -, ' i • .. '. . ."" ' •• ~ •. '.... ., ." ' .. " "." 

developm:~~~ , ',.-::' .'. . .,<;:' .. ":7 '.'0 ,:' ~·;rl,):;\~CI.~.:~ .. ,:-~j. :' 

(2) ORA's .. standard .f01;. QF .. negotiations,.,_ which, ..requires 
• • • • ,,' < , ' •• , •• ' • ••• • .~.. ' .' '" ••••• - • " , •• .,' .~. ... .... ~ .... .... •• .' -< 

that. all .nonsta.ndard.contracts must.be economically equal to 
, ,.". ,,'. .,' "' _ . ' •• _ ~.'~,J '., •..• , ,,_,/oy " ." ,- • ,,' " ' .• " ',' . 

standard offers, is imprdctical". harmful to ra.tepayers,~ and has not 
~. " . " .... -'" . . ...., ,.. , '. - . . ". . ,.. "; . , ' , "..... .,,' ..... ~"' ,"'" . , -~. 

been endorsed by the CommissionM' Acco:z:ding! to .Edison" ... O~ s. .~licy 
re~ires that every signifi~ant co~tract pr~:"'i~i~n ~ff~~~c:l" .. t~ .. ~ .. -,. . . ~ \ '."" ... ' ,.' , 

affiliate QFs must be made available ... to. nonaffiliate ;Ots.. .This .. 
" - .. ~ . -,- , .. ..,' ", ... -~' ..... '" ....... .. . 

disclosure of terms. that are .. offered· during negotiations but might 
• ;., , •• , •• • T" _ •• ' I', ~ ... , - ',' "' . ..- ,. ' ...... 

not be included in agreements exceeds.Ed.ison.~s ,obligations .to, ".-. 
to .,' .J " • -... ' •• ' ,. '.0,-. -, , • " ... ,..... ,~ '., 

bargAin with QFs in good. faith. Such).disclosures.. would also harm 
'Or ',' ".' ...,. ".. ,t, • 

ratepayers. d,\~' •• >.,' Ie ,0',' ,',,',., " \ "',;/: I ... ~I, ,":; ,,:,' .:<.~.:r: ,"~,:j," . 

" ' (3) . The KRCC decision. did not. conclude .. that· Edison had 
, "' RA '. ' •• • " ",,, 

shown favoritism. ,.~, ,'. -,~ :.... ~: \ ,"' 

(4) . ORA's x:eview of affiliate.OF., contracts;·· is 
• • , .' .". ,,' .,' . "'. ...' _,I, .' ••.• _, \ .. 

. incomplete. Contracts should be. evaluatecl.as ,a whole., and, ORA has 
',.. • "'- '. •••• • • h' '" '. • " • '. • - • w.o _ , ,.- ' ~ ,...... • •• , 

not done so, . especially regarding nons.tandard. contrac.tsw.ith " '. 
_ • • •• '., ,... "'" •• " '. ." __ .,~ , , '. • ~ n-,"' "- , . ' -. ~ 

Northern Natural Resources, Operating. Lease Se:z:yices., ..... and Midway-
• '.' - ., '~ ,~ ,.,. ~." . '" !. ~...O ". ."." • 

Su:nset. Edis.on ~i:eed nonaffitiat~ .. contracts wi:th ~erms xno;~ . ',' 
favorable to the OF than standard offers. . ~,'" ..... 

(5.) ORA's contract admini~tr~~ion examples do not 
indicate favoritism. Edison ass.isted:::,l?-~naffiliat~ OFs ~~~?l:e:; tb~ 
CEC, 4Ild A'rco-Watson was not"an. affiliate when its.agreement~, were 
"... '. ., ". I,. " " • .' , '" .•.• "< •• ,' ~ ,. •••• " ' ••• , , .. , 

signed or !xtend~~. ,; .,>~ .. ~-.. :.1 ........ , . .'.'··c >2; 
( 6) ' ... The Cal., Energy .. complaint, And other ,transmission. .... '. 
'. " • ., ,r.. . " .. ' .• , " .,.' , • ' .• ,', - , •. ' .'-'. ,,' '.' '-' " , > '" 

access, complaints should carry no weight • ... .. ,: 
_ , _ • ..,. ,,~,., _. ..' .... '. i ' . t.......', ' 

(7) An ROE penalty is unnecessary, beca~~e,E~is9~,~as;,: 
dealt with all QFS fairly and will act.to_,further. assurevthe .:- ,- I-

'. . • ,_ I .. : .' . ~ "i. .. >-, . • ..... , " ....... '" .~ .: ...... : ..... "'. :.""., ~ _ 

Commission that ,no fav,or~tism. exist~.. ',.. ::',';; ,;>~ 

12.3 Discussion :~':'-:,:,,::." .. ;~j''':,~,,:,: 
There is ample precedent for CommiSSion authority to 

penalize utilities by reduction of rate of return. The PG&E 
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pen~lty ~ssessed in O.9l:107 "'nd· the-Edisonpenal'ty- as.s.essed.!n;: ",' 
. O~82-l:2-0S5 are.good'examples.';" ';, , '" ," 

ORA: ",nd' Eclison' .dis.puted whether' '.the'proposed ;!ROE ;',penaJ::ty 
is: duplic~tive of·other penalt.ies~ According·to. DRA,.,.:.the,.ilCRCC:,: 
disallowance'. was· not: a penalty and:. did ; not address cthe probJ;ems,· of 
favoritism and provision of . information;': ,.ECAC re'asonabJ:eness 
disallowances would be'thesame.whether, the 'QFswereiaffil:i:ates'or 
not, because ECAC disallowances reflectonlyunreasonable.fue-l-' 
related . expenses, not penalties for'-:management·fail:ings. ,',Edison 
witnesses held different:views : a}:)out :~penalties ~ .' Senior Vice' ,; , .. 
President Charles McCarthy. testified:·that capital cost reduetions 
are properly called disallowances,. ,but.'a large di:sallowance",would, 
have-punitive character •. Disallowances"of unreasona}:)J:.e'.~'fue-l-· "';' , 

, , 

related expenses are generally not pun'itiveincharacter.<, However, 
theKRCC disallowance and the merger 'denial 'were both penalties:; 
Edison· witness Robert 'Kendall' testified,that disal,;lowance,.o.fany 
dollar amount by the Commission: 'is: not-,necessari:ly,·ao::penalty,,:.but 
rejection of illegal requests would have :penaltyeharacter~:.",·In::his 
opinion the Commission's rejection of Edison"s merger<appl.i;cation 
has caused shareholder penalties,. due ,to lost opportuni..ties:·andthe 
payment of merger transaction costs.· " ~:, ", .:', ,',~ ,I ,,,' .... 

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,~ -:~: . 
capi tal costs , or costs induced . by unreasonable' forecas.ts .. '.,.: '.::" '. 
Disallowances can result from . expLicit <£indinqs that costs-·':are' 
unreasonable or from f.ailure to.:meet.'the burden' of proof of .... 
reasona}:)leness • Penalties are:punishments' for.offenses :'or'::aetions 
contrary to statute,. order,. rule,.ins.tr1lction, .. or,express, .policy_ 
Adverse consequences to shareholders do not by themsel vesl .. make " 
penaltiesout::of Commission .decisions.:or 'disal,lowances. 
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12.3.1 Obligation to lZo'V'ide' lnformp.;tion,' . ' ,,~, "":' 

':Chere is ample evidence in,.·this: .. proceedinq tOI.,support::a 
,finding that. Edison has f·ai1ed to follow. 'Commission.'~.instructions on 
provision.of·.information~ .. In 0.8-2-01-103 :the' Commission.:.clearly 
set forth information requirement.s' for . nonstandard,,> QF"·contracts . .; 
In presenting, the !CRCe, Sycamore,::and Arco-Watson contracts:before 
the.Commission in itsECAC· applications,. Edison.wasobliged:to., .. 
"clearly s~e all. the 'differences between the contract .. ,and tbe:' 
standard of,fers, and. identify.all .qains.and. costs for.'ratepayers,." 
ORA's. discovery disputes' and Edison'.$ ECACapp1ications sbow';tbat 
Edison has failed this standard. , . Findi'nqs of' Fact.322 and:'::32'3"in 
the ,merqerdecision confirm' :Edison' $·,failings.; .'. 'No' furtber:':.warnings 
by the, Commission are required .. ·, . ':Che, preponderance of .... evidence''.is 
adequate to.'fi-ndthat 'Edison hasfailed,tomeet a',clear',standard of 
behavior. , An ROE penal ty·for this f.ai1i'ng would,: not ".unfairly· 
duplicate .·theKRCC disallowance,; and :the Commission, :denial !'of . 
Edison's propos.ed. merger with SOG&E ... is.not', a· penal:ty.;"Tbe-' :.,,' 
Commission should not .md ,will not refuse to order. justified· 
penalties because of the finanCial: "communi ty ~ s ,anxiet.y, :about 
adverse consequences to sharebolders.:: '.' The financial'.:impacts of ,any 
Commission decision are 
to ratepayers. 

.. Despite these 

important,:: but·.:our,.first' .. responsibility'·:is 
-+' ~;, '. 

, 1',,,, 

findings,.·; we will .. not order',.an.ROE.:penalty 
for. f4llure· to provideinformation" .. .because'.ia ,penalty iSJ~notlthe 
most effective remedy for' the offending actions~,· In .. :Commission: 
applications,. failure toprovide·inform4tion·is· : fundamentally :4, 
failure to'meet .the . .burden of proof,and.remedies:.directly.related 
to burden of. proof may,.be mo're appropriate.... This. notion,:;. is <:0:: , ': 

supported, by the lack of. precedent ;·for· such penal't.ies; 'as":,Edison 
has.,noted,~ /"'" . I.... ."" ',;':!'." .' ",' v ... ' 

.Enforcement .of -Edison' sobligations~:to • provide·.!;'. ;;. ;_~, ",",.:. 
information has tried our patience. It is not enough to 
characterize informational disputes as mere discovery differences, 

-- :·17S--
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or to suggest, motions to dismiss:' or:'motions '/toJ:~'str:i.:ke'.) The 
evidence of Edison's failings requires stronger'·med.i:c~'ne. In 
future ECAC reasonableness reviews~. including' ,the"current ;'~' ~."~ 

A. S9-0S-064" if, information. disputes similar to. those:':experienced 
in the KRCC'and merger proceedings;:should be:repeated,::~we:suggest 
that ORA submit additional,testimony on ECAC,expenses, during-,the 
review period' as if the disputed. affiliate QF,contracts ::did ,not ~. 

exist. Such testimony may rely 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-:affil'£ate·.QF,::,-,:,:· 
contracts. ORA should':waste no'more time'extraeting;'.,.,ffil'i'ate, " 
information, from Edison.. ',' ',' ' 
12.3-.2 favoritism' to Afiiliote ,~,,,,(,, 

Regarding ORA's claim,of .. ,affiliate QF,'favoritism,:,:we :have 
a different .problem. An ROE penalty ,;would: .. be :an,:appropr,i;ate.'~", 

response to. favoritism, but the present record is:: 'inadeqUate to-
',make the necessary findings cf favoritism.:. Because the evidence of 
favoritism ,is circumstantial,. we will in this instance" requ1re .. that 
favoritism be demonstrated in, the' negotiation,., execution:;: or·: 
administration of, more than one, .a£:6iliateQF contract.. ';;.,: '. :.' ,~. .-

We, disagree with Edison's . arguments-thAt no,..:standards for 
affiliateQF transactions exist_ The.Comm'ission. has not-end.orsed 
the exact ,OF negotiating policy that ORA recommends, ,'but.,~standards 
for affiliate OF transactions, are 'clear. ,- In O.8:2:-0'l-J;O'3?5·:the~. ,:: 
Commiss.ion required assurance. thAt~:affil:iates' shou::lcLnot 'receive" 
speeialtreatment: ,. :,.:";:, ""'"., "',:'; ~:-:::>' .. -,": 

"The guiding principle ~for:nonstanda:rd .:contraets. ~ ':-:-..... :: .,' ,­
upon which applications sho.uld be based, is, .that 
the contract "terms, taking 'into 'account' 'tne ' 
associated risks;,should:not· be- more than ' -'-' 
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expected,. avoided~ costs. -under.~ thes.tandard: .:;' l~-"~\~;.; ('.: ~. r> 

"offer.," ", " ._., .... : .. <;:.<;~ :;;";':),""~<.\/". 

Edison has.,su9'g'ested. .that-,affiliate·OFs are, ·less;:risl<:y!"the.n~ ,,<' ,,' 

nona·ffiliate :QFs due to. superior ,financialreliability,,:;but-price 
concessions :.,in. response~·to.: that. financia,l reliability::are not ',' L 

reasonable because there is nO~'.evideneethat· Edison::has assessed 
the impacts: of financial,reliabili ty' on. operating., risks :.< ., .~ .. ", 

Edison argued that.:the KRCC decision. made no'.;finciing.of 
favoritism. The Findings.of Fact in D.90-09-088'.refer~repeatedly 
to "acts.' of imprudency"" "management. decisions:~; • 'which: did<:not·, 
adequately take into .. aecount-,the interests. of··itsratepayers, It· and 
"aetionstaken .by Edison. which':were at· odds with specific:)c'·.: "'. 
Co:nmission directions ... 96 Finding of Fact .. 18~: g.tates.that,":Edison .. 
"may have considered the interests.of its. QF.affiliates·:before :its 
ratepayers and other OFs." Takeneollectively,.the·findings in 
D.90-09-088··.demonstrate that ':Edison has unfairlY'~ favored ~.KRCC ;.·.:over 
nonaffiliateQFs. - ~~, " ' " , ':, \. ;' •• -} j :. , '~ ~'l' < .' ' 

The Commission has' thoroughly:reviewed·the'·KRCC<contraet, 
but ORA.' s· evidence in this GRC,is·insufficient ·~to:-find,~favoritism 
in th~ Sycamore and Arco-Watson contracts .. ': 'We do~not £';i;nd~that . 

favoritism ,i-sabsent, .. but a complete ECAC reasonableness.::review',is 
necessary : to', '£ind favoritism. . ORA .has . presented, evidence of 
favorable- terms and. provisions which might .. support, findingso£ . 
favoritism: after completereviews.of .. the· two ,contraets,:~but'in·,this 
GRC the necessary review is. incomplete .. "' We cannot rely. on 'partial 
evidence -regaJ:d.ing the Sycamore and Areo-Watson eontracts:·to:·::· .. 
support the findings in the KRCC decision and then·'~,find·::that:::a·· 
pattern of··.favoritism·has· existed ... 

. However,w~ wil!.not close. therecord'on"'the proposed ROE' 
.' > • " ' ,. -' ,,' ., .. ••• '. , • • , ~ 

penalty. If in A.89--0'5-064.,.A.90-0:6,-OO·I,. and· A..,91·-0S-OSO we should 

96 37 Cdl. PUC 2d 488 (1990) ; Fin'cUngs :.'of',Faet 1'2'9, .13.2~, ~:and ',:138 • 
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make f·ind.ings regard.ing the,; Sycamore :and. . ArcO:-Watson:::a'greenients:"': 
that .parallelour£indings 'on .the ":KRCC· .. contraet;. ·;then:>we ;w:tl'li:"not 
hesitate to find. in this. proeeeding,·that.·apattern:~o'f ·ft\Vorlti:sm; 
has .existed. Appropriat~·penalties :would.fo·1-low.·We ·'leave-·tne'''' 
record in . Phase 1 open, .in . anticipation: of this-·pos:sibi'l~rty ~.:' ., 

·We will not order Edison . to· :prod.uce a· ~serniannua~l:·:report 
on affiliate QFnegotiations,.·.;which i.t/,volunteered, ·to:-:fiJ:e':with· the 
Commission- if directed to do so. .: Such;' a : report· wouJ:'d':. no.t:. ' . .,J ',-,'. 

adequately inform all QFs of. available'·, nonstandard: .. terms.: 'and>'::, 
provisions. However, :this ,does not relieve' Edis:on' OI·.:t:ts.: ;".: .::;:.:: 
obligations .to' bargain' with .QFs ingoOd:·fa.ith'~' ·Ed."ison((must:-prot'ect 
ratepayers from excessive costs while ,promotingQF.~ 'development\'~::: In 
general.,_ these. factors should'dri ve"OF . agreements' toward~ :st'andard 
offer prices. ~he Commission can approve nonstandard provi!fions: 
when both ratepayers and OFs, can, 'benefitfrorn'them,:; in>' instances 
where, ,QFs ,and. ratepayers value certain provis.ions., d'iffererttly •... , .;; 
Because of:" Ed.ison's . favoriti sm·' towaxd:.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';;~ 
significant terms and conditions; that Edison. ha's made:~ available"' to, 
othel:'. QFs., affiliated 'or nonaffiliated~" We reeognize~'.the public· 
policy choice" between open: information.,· which would'encourage.';-"::: 
development of the OF industry, and restricted information, ::which 
would encourage lower rates. In this instance, Ed:is'on's_favoritIsm 
toward· affilate: QFs tips the balance:,r toward open.: in'formation. We 
leave.to~'Ed.ison the . best ,way: to:inform QFs ... of·.rthose,prov:Ls:Lons,:·but 
a; repo~ to' the: Commission·,twice·';a year, is ·notenough. :::.::;.', ';C'.~ ... :.:;~ 

13.' Comments to· Proposed' Decision'.' ;",:.' , : .. I.' cr.') : :': J ~ :-::; :J ..." 

In compliance with PU Code S 311,~ALJ':.Weil,:p:i:epared a~ " 
Phase,l .. proposed decision,. which::was ~mailed to{;allparties"~on 
November· lB·,. ,1991. 'l'imely:comments to the. ,proposed,:decision'were 
filed on Deeember 6, 1991 by:-CEC;, ,NRDC;: SoCalGas;:~URN,,>,"ORA;'~:"~;: 

Edison, .. ~California Department 'of General :$erviees; ... a'nd'Coa;lition;' 
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Late comments: .were . filed :.by: " ... CMA,:· .... PG&E;,; and·SDG&·E., ::Time:!y reply 
comments were f·iled. on Decem.ber ·13:,:199:l:by::.TORNI, ·DRAr:~u.,. "and 
Edison., . Edison ' .. sini ti tal comments' exceedea the . page ··l+im':i:'tatS.on: 
required in Rule 7.7.3 by:... (.1). inclusion' of a three page summary 
incorrectly labe-led. as .4' sul:>j.ectindex, .. (2)-. inclusion"of. '::fivepages 
of tables· ·and text ineorrectly . described· ,as "proposed' findings of 
fact and conclusions. of law" (3') 'insertion ,o,f additional: ·comments 
along with proposed findings' and .conclusionsr·and.:( 4} transmittal 
by letter to the assigned, ALJ of 12' pages::of .workpaperS:;,·;·:~rAll of 
this material except. thesummaJ:Y is,new,factual informat'ion:,· v;';·' 

untested by.cross examination. DRA:',:also"included: twopages"'otnew 
. DSM~shared ·savings .,tables, in' its- initial 'eomments ~'. We ,d"l:dr:not':rely 
on 4nY: of~, the excessive' ornew"information in..· approvi~g; this" ' 
decision.:," .. ', ,.' .. ;.'::: ... '';-:': " .J 

-,' We have reviewed and carefully ,considered~the . comment's , of 
the. parties . in. adopting this. Fourth· Interim Opinion .: : ·We~Mve·made 
substantive- ehanges.to the ALJ's·proposed."decision:iri, the :following 
areas: (1) attrition year produetivi-ty',' (2-).-' prior-year:\',:·: ,:. "v.':. 

expenditures for eleetric' transportation' .projectS',·· and:. {J:.)C DSM ; : 

(measurement and evaluation expenses,. TRC caleulat'iong:~i" share<:r 
savings workshop', and energy,eooperative payments,).· - Otber::minor: 
revisions- have been incorporateda's nec:essary·,throughout,-;the~ text 
of:the"dec:ision.. _ .. _ . , .... ,,', ,," .:-,:, .,;:'~fr:,-:.:' ,'." 

Findings of loc;t.. . . " . . " .:: :.::' ':::: ~.' .. :,,' ':',-, 

.'.1. ::·~On .. Deeember 7',,'1990' Edison filed'A~90-;';'12·-0'18·~;its--~te3t:; 
year: ·199 2·;GRC,· requesting: ",.( 1 ) anc increase-"'in"'ALBRR" o,f~: $'17 3:~ 141':' 

million for. the,. testyear,~. (2') an':,inerease,of.',abOut'~S174 mi'l'l'ion:' 
for attrition year 1993, and (3}"an: increase" of~"about:~ S2·12·jillillion 
for: attrition.year.1994~·· .. _" .. , "" ":" .. 1_,, ~.~>.<::\ 

~2.. On December 18;19'89 'the.Commission·· issued~'~I':>89-12';'025:, 

coneerning:lengtby. outages at Palo,:'Verde: l,and PaJ:o---Verde~31;':, 'In": 
compliance-'with PO.Code S'.4SS·.S(e}, the investigati:on::'was:-:')-, .:: .. : 
consolid.4ted ,with A.9'O-12-0l:8,'by XLJ .ruJ:ing".d.ated"February, 1';','19'91 • 
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,,3." 'On' Febru~ .2'1,;: ;,199.1 ,the; Commission,..Jis$ued\;-~d , :::. 
consolidated with the GRC ·I;~:9·,1-02'-O':r.9;;· to,;invest±gate ::revenue;'; 
requireme-nt" rates,.: 'practices,., and other aspects '0.£ 'Edison,'~s 

operations.;, ", ' ... 7" ':.' ·,·,:,:':'="."·i~ ',:':;' :,:::,;"':."" 

4 .···On March 7:;199'1 Edison 'amendeclA. 90'-,l2-0J:8':::to,sul:>mit 
, ,Phase" 2 ,·testimony~ "";:';:;; . ,.:,~. c,' . ':;'; ,;~" \- ,~,<~;;:(.,: '" .. , 

,'·S'.The consolidated' GRC ,is, divided ±ntol,:four rseporate: •. :~: 

phases: Phase 1 on revenue requirement,.: :1narqinal" costs,,: :and".:DSM; 
Phase' 2 on- revenue allocation·and..rate- .design; Phase- ,.3: on.;the Palo 
Verd.e outages;: and ananticipatedPh4se 4 on, affiliate<"-,':,,;,' " ~'" -< 

transactions. :~ " ." '0"" ' \ ,:, 

6. ,Public participationhearinqs;,'were held, ,during.<~rch:·199'l 
,'at six'locations in Edison ':s· ,ser.rice . territory .,." ,-, ,,:. .. ,~ ,',:;: '," .',' '::, , . .~ 

7. Fifty days of, evidentiary .:'hearings . were~held.:on Phase 1 
issues. 

8 •.. At, the.time phase":lbriefs ',were filed,~cEdi$on·'.:s :reques-ted 

increase' in ·ALBRR was$191~364 ",mil:l:ion..:: DRA recommended·,;$2·7,4 .• ',O'99 
million less than this amount, for a net reduction of. S.s2 .. }-35 '.'" 
million.' .".,." .. :.L 

" " :;',9. . . The parties have, agreed :.:;tha t '. Phase 1 ~ revenue :,requirement 

changes"'should" be consolidated';with:changes ordered~~,in ,:other.: ;:";:,~ 
proceedings, and that "rate'revisions.·":reflecting :the:.consolida:~ed. 
revenue- requirement· changes should.: be 'ordered. in.~:A~191-05-050, 
Edison"s· current ECAC:' application. " ';.",::-;"'.,":: 

'"10. The-1J.,J's, Phase: 1 proposed':decision'.:was:-:mailed'.:to :al1:-. 
parties on November 18, 1991. ",' .. '(, .. 
. ' .,1:1 .. · It' is..necessary:.to.adopt a sales, foreeas.t;.in Phase 1 to, 
dete:cmine jurisdietional, allocation- factors,. the user.::-tax,',element 
of working. cash, and po$,tag~:}expenses. ',.' ." .. :"0' , '." 

12. Except for agricultural sales, DRA' s ,test ::year ,~.sales .. ;' 
", forecasts were. based on.:' more:, recent data, than Edison/',s sales 

forecas.ts, and. should be:, ad.opted.:, .' ',' :.',: . , '.. ' ',;:," -

.. -:'180~,-
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~, ,'.'... _. _... - '.' ': , .4" ~ 

13. " ;"The" , adopted, .. test, year,.'agricul tural:.s.a:les:;forecast should 
be based' on 'average"'.weathe~c'ondi·t'ions. :.,i:'<~,. " ',; .~d ~)'''.Jc .. !:;;.:. ::;,::,'::''; 

J.:4:.'· . The sales. forecas,ts set, forth ,':in~Appendix B;,:·to;::this.::, ':;: 
decision are reasonable and should be adopted for Phase:,l,:.purposes. 

15·. DRA's wage .and salary study is .incomplete becaus.e it does 
not compare all elements of employee compensation".:and, ,it ::does:not 
report· Edison"'s compensation·levels.;:rel:ative to:the. ,d.:i:str.i:bution of 
compensation ':levels . among comparable f,ims.' '-;',: .. 

16 •. Wi.th the ~exception of ::exeeutive ·bonuses,.'/Ed.ison~s·.,test 
year forecasts of wages and salaries are :reosonoble~I.··'·:".':" .,,' 

17 • In Edison's next GRC, Edison and ORA should·: continue ' .. :. 
their joint studies. on compens~ti'on;: .. ,with more,-emphasis on total 
compensation, total benefits . as·a percentage of cash~,compensation, 
and the· distribution of total ':compensationamong firms. .~. 

18. Edison and ORA agreed that the labor ond nonlabor· 
escalation ·"factors set forth in Appendix: C to this:.:decision, 
excluSive of a'Cost Containment factor, 'are reasonable' and: should 

• 

be adopted ..' ,,) .:. '. : .. , • 
19. For accounting and forecasting purposes, uncontrollable 

expenses are: '. (1) fuel-related:.costs, . (2) OSM. C03t3',:' (3) !2RO&O 

costs, ('4') ."franchise fees,,(S) uncollectibles,. (6kpostage,. ~". 
expenses,. and (7) employee·healthcare-'costs .. "~ .,,: \' ::,::~.", ~;:~"-. 

20. In "order to adoptforecasts,of'contro,llabler)expenses,";'it 
is reasonable and necessary to, apply-.:: Cost Containment,. adjustments 
to· all: operating expenses except· the uncontrol1~le'.expenses listed 
al:>ove~ .~: ,."C:.' ":.~Z· ;': :":',: .. :-,:,,' 

21.. Edison-has included historical·. total· ... factor. productivity 
improvements in its test year.' estimates •. ' ";'::. " ":';.: ..... :":::::'\::'>;~':"';';"~) 

22. Edison has not included.>:Cost·~Containment: qoa1.s:'.i1l:'yit$.:: 
test year· estimates. . . "., ,..' ':',;":','.' ';";:. '.'." 

23.' Edison:':s testimony on.totalfac.tor.:,productivity:ind·icated 
a range of 1.3% to 1.9% for annualproduetiV'ity:~gains,:.; from-,:1,9'7,6;to 
1992. 

·-·~lSl- - • 
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-,:' 24._'. '·Itis,,'reasonable-·to: apply:. annual .a.djustments 0,f;':50%· o,f 
the 1.5~to' controllab1e'expense's"tore£lect:>Edison:'s'.:Cost:~~'. :':'. 
Contaimnent: program's. benefit·,to:ra.tepayers.~.:· Reta.ining $0,% of the 
1.5%. gains..' for shareholders-will ;reinforce long::, :term'incenti ves,' to 
utility management to control' costs:,. which is: ;in<,the:; .longJterm··. 
ratepaye:r:benefit~ .' " ," ",/:" c, " 

25. Authorization· of controllable, ;O&M'. cos.ts. without .adjusting 
for Edison's· Cost Containment proqrani. .by':~110tinq:'50%" of· the gains 
to ratepayers would be unjust.ified':'and ,unreasonable:_>~: 

, Z&_ Edison's Cost: Containment program. began:: !n'late'. 1,9:8.7' .:'. A 

primary goal of the program is to limit annual,growth)'of,·.aJ.l'· O&M 

expenses to in£lation less 1.5%:..-· ., .< 
27 • The Cost Containment program 'is on track: toward:: meeting 

, , 

its 'g~l'~' ", . 'J;o'-'.: ',. ,,' . .'.) .... ~):,:' , :: > 

2:8.. 'It is. reasonable to'apply, annua·ladju.s.tments:· of.,0:'~',7'5.%:.~ to 
controllable expens.es to refleet, .. the, benefit, of~, 50%:. of 'Edison' so< 
Cost· Containment program for ratepayers, ,.' anclto inoludeO';' 7:S%:-: of 

these gains as part of the revenue requirement as a continued::;; , 
incentive to shareholders to: aggressively pursue long:: term.;'cost 
control,,, which ultimately benefitsratepayers;.·~~" . "'.:.,:-'; " " 

29. For ratemakingpurposes ,it' is reasonable to; a:ssign~Cost 
Containment gains to controllable expenses,; broadly" :in the-· same way 
that Cost Containment goals are established".:': ",' , .. ' . 

, 30."'·Power plants deteriorate 'as they age, but that.',' .. 
. deteriora.tion is. qradual. ' : j .\''" " ".',:~~ ,,:),"':~ .. ::":7·:~·.·:'< ', .. ;"','~ 

31. Increased expense needs for maintenance of aging~power 
plants. woul:clappear j,n.. trencis.., 'of . 'recorded data.:: .. .. 

32. Production, expense < Aceounts'5·11,.~ 5·12,:; and: .s.ll~' show,: ,ne>,: 

statistically significant·expen.se~ trends from.-l:98:3:, through> 1988 • 
. 33'. It is not .neeessaryto: ,increo.se,te·s.t ye'ar'~ produc:tion...:, 

expenses by '$1.353. million, for Edison:' s enqineering:'assessment,.: 
proqram..':· " ..... ::,: .' ,." ' '.. .,.' ~ ... ,,'. 

,~ ( .. , .",' 
I ~ ... : • ',: ': .• '.1 .. ~: .• ,'-. ,., 
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. 34.. I.t: is' .not necessary'to-increase: .. test 'year production 
expenses 'by, $l38:,. 00 O".for Edi-son' S, :prO'tective .. pa±nting:, .proqranr.:: .. : 

3,5.. ,·It· is reasonable-,·tO':allO'cate "timber:.and;·land"management 
expenses at EdisO'n' s Shaver .Lakefacili ty ,based' O'n:::superv'isory, time 
spent· O'n utility and' nonutility property.: . ;./ ....• .. 

36. PG&E' s incentive to maximize capaci tyfactorat:: Di.ablo 
canyO'n has. resulted in direct benefi.ts.to", shareholders •... : 

37 .. , A similar incentive-. would .work, for 'Edison e' . ,".." : •. _ :,~>. 

38. EdisO'n does not adequately. c,on~idex:: the. balancing.,. of .. 
refueling. 0&11. costs at SONGS against 'replacement. ,power costs when 
it' plans refueling,' outages. .. .. ~. ':. \~-:':~"-': ': 

39. Edison's budgeting process~ restrains' the: funcis-::av:ailable 
'.to' dO', refueling.outagewO'rk ... ·· .. :.: ' ,. ..: . <. ,:".' .. :.~ .. 

40. EdisO'n has made a comparative study o·f nuclear: O&M ":' . 
expenses and endorsed zones of .reasonableness .·equal .to plus O'r 
minus' O'ne standard, deviation around the ,average·,o·f·, expenses,::' on::' a 
basis' of annual expenses per- ,plant unit or- annua):·;·expenses:-,; per;,<) 
installed :MWe. " '~; , . ": ." ":1 ,') 

, 4l. It ,:is reasonable '.to' cO'mpare' adopted .nuc-lear.,; O&M:expenses 
with EdisO'n's recO'mmended zO'nes', but/the zones.: are<tO'o"wide:~tO'·> 

'. adO'Pt, any. level of nuclear O&Mexpenses .within,.the ·zO'nes.;:::: 
4·2:-. Edison.;, should, perform .another: ,zone of ,reasonablenes.s .. · 

study in its next GRC'. '. ,. .'. ' '. · •. ;>,·':;~:,·C~.~ :~,-,", 

43.' It is. reasO'nable ,to ·continu~.a' flexibl~' .. outage. schedule 
for purposes of adopting test year and attrition·year;,.nuelear~'O&M 
expenses .... ~~. , . ,,',,;'. , " '.:.~: ;~: . . .... , 

44. It is reasonablec. to 'calculate-: nuclear O&M expenses, by:: 
separation" ·into base: and· \refue·l:inq'·~portions." ... ' ~: -,~;·.jL;~',·'·~ • ~:(.. 

4:5'. -It is, reasonable' ~to base· .test year .. O&K. expenses: at: SONGS 
on' recorded': 1987, 19'88, and, .1989-, expenses,. escala.ted': to ret1ect 
labor'and nonlabor inflation.,:' and escalated: for:. 2%· real growt~.·.' 

46. ORA's proposed "'dollars-per-day'" method for estimation of 
refueling expenses is not reasonable and should be rejected. 

-0 

.0 

• 

• 
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47.' ','Edison,' s ··:Cost,'Contairunent'''goals,.,apply·:,tc .::nuclear i:O&M 
, " r ,.~ . .' .' .. ~' ... ',_' ,. .~ ~. "" ~ .. '" . ... 

·~nsesc ... - "'.~ ,,:·· .. i ,"I,.:'. < :",.'.~ ... , ...... -'. ':,_",.." \.i •. ~.'.J .,'" :;,:'''~,.~ ... v",~.'~ ':'""7(J_,,~"':,.,.:',': 

• 48. It is reasonable to adopt expenses' 'for·, NRC:',fees.1 ,;a.t, ':SONGS 
and Palo"'Verde based:·on the, 1991 'NRC':~budget ~:>:1 '," .• ' 

49 .. ' The adoptedO&M".::expenses,'·for'.,SONGS':are-<w.ithin.,.Edi'son,rs 
proposed': zones of reasonableness·;" ;::.',~::?,"'::.,::,' ::~'·'~</.. "":'(."~:. ~:,~~ 

50'.' Zero-based· budqeting',·ofPal'o,.Varde'· O&M:,expenses. is,.."" 

impractical, because O&M expenses are .unstable'and'ciata arec.:.,:. 
limited.;·.·.' ,f.".!..':"':: :)'.,:, .,,' ,,:.~ ',',i..;:::_: ,,~r; 

51. It is,reasonal:>le. to~·.'adopt. test<::year Palo. Verde "O&M',<~:c~' 
expenses equal to adopted;) SONGS:, O&M:. expenses tim~.:a' scaling 
factor, plus adjustments for NRC fees andt:,the'>Palo· Verde'wAter,';. 
treatment-' facility.. " .. ,':: .,. .,:"",.' ", .. "' .. .:.; 

,5-2 r ' Edison" s ::proposedrelationsh.:i:p,:.between ~equipment ;:count's 
and nuclear O&M expenses is untested:as.:~a' ,predictor';'of "expenses,;: 

5-3.' . -ORA.r,s "proposed, scaling':. faetor"of ',:'1 ;:131 ;'eused' to, ::prec:lict 
Palo Verde expenses from SONGS expenses, isreasonable:for'this·,.GRC 
andshou'ld be 'adopted;.: ",. ',.:; >'.'., ," ," ,t.;.':; , ';' ,;, 

, S4. The 'Adopted O&M expenses for:Palo "Verde are ' within ,.,", 

Edison's proposed zones of reasonableness. 
S5-., ,It ·is reasonable:tobase":SDGErE':$ shareo.f:SONGS ';O&M 

expenses on ,the expenses adoptedfor,.,Edison in "tni:s , deci'sion:.:,': ",;: 
56.- It is uncertain'that'O&M, expenses for SONGS<,:l ~l-l be 

necessary following completion of fuel cycle 11,. ,which'~is~ scheduled 
to end:du-rinq the test year >or:~ shortly' ,thereafter _,; . G '" 

5-7'; -In:'A.90-0S-014 Edison.has requested:authori"'ty:to~"sell,:. 
Yuma Axis to lID. .;".:.O:'::J~:,::: 

58.· 'If'Ed.ison completes, the .. eale'of Yuma,Axie before "'its next 
GRC rate revision, it:has aqreed>to remove',lf'rom'.:rate- recov.ery·.the 
associated:"O&M.expenses; :'effective'on thedate.'the:·'sd!e is:'~ 

. completed. ... :" ',:".:::. C:', """, ~~ ",,',':-:.. , .. ,'':;:, " :<~ ;."'~ ~~ ,'i ',I: ::: ,.>-:'~.;' 'J 

59 • . It '.' is. reasonal:>le', ~ tOI ; leave,~.Yuma Axis 'O&M '~expense$ ;:in :~ates 
until the sale is completed • 

,,-,'184--
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60., ' It"is"rea8~nable :.to ,: base" increa8ed~)Sylmar ,:"converter 
station expenses on monthly billings :before and after the:·:,sta.tion 
expansioD,;~was,;, completed .. '::;':',,' :: ':,:.:': < .. " ",~:' . ::?;, 

61. It is not reasonable'to, increase Sylmar converter··:station 
transmi-ssi;onexpenses.,:~based,:,on ,the ,increase':,in,,:8tation capacity. 

62. For each FERC transmission"and, ,distri:bution,,;account,.:it 
is not reasonable Ito, include'in.,rates:~expenses.:which,exceed 
Edison's, requested"amounts.,·,;, ",,:.:' '.;<' , ," . ,~",,:"":.!.,:,,~.~:;:.,'>:-. 

63. ORA's detailed reviews of transmission and distribution 
expenses' were more thorough " than': Edison ~ sreviews .: - " " 

6.4,.. Review of functional, subaccounts.within FERC· .accounts ,can 
inCJ:ease . data dispersion •. ,' :. . ': i" ' :. < ~"':": : ';:, ,,',::\ :;' ' .. 

65. It is reasonable to adopt one half of.:ORA~,s.,:recommended . , 

transmission ,and distribution,)expense>reductions ,. ... :·to>reflect a 
balance"of . those- two faetors~·,i:;, .... "~':;:' " .'-"1,':'," ,\.' .. :) ":.:.,'~.~.;..~~: .. ;' 

'66- .. ,: Inspection of· underground,facilities.-:.i;s::an: ongoing 

• 

: maintenance- activity.' ,':X" ::::: ',:: :':·'i~,\-:/}.-' ,j, 

67 • ORA's recommended distribution expense'::Adj,ustment .. :tc>~ ,; • 

remove underground, ·inspection expenses is:.:'not:reasonable . and should 
not be adopted. " ,> .:' "',':. '., ... C-::~'::/':: >;' .:>:;'.~ 

.. 68.···~Edison used more,.·recent:,data'·than:ORA::.used:to estimate 
Account 59'8. uncollectible,damage':,.claims and"s,torm"d:amage : expenses • 

. 59., .ORAused recorded::damage;'expense-'data~rather than accrued 
',d&nage estimates. ' " " . ,\ '. h' \,.~:":., ,,'.,':. 

70. It isreasonabJ:e-.:to :adoptrone' ·half',of, ORA',s .. recommended 
d&nageexpense .reduction,.:.'to reflect. a .. :balance ··of . those two 
factors. ,~ .: c·:: .",; ~:.:"., .\,1' 

.: .. 71,..;' It is:.reasonabler,to, adopt,.: Account:::.5-9'8;'expenses .based on 
seven yeArS of .record.ed',data from,·1984 through,19,90~':"),~-':;;~r ~:;);) 

72:.. Except· for ',postage expense :within':Aecount~·903.".~Edison~,s 
expense estimates for customer accounts expenses, in Accounts-,90,J." 

. 90:2, '90:3,,: and, 905are:reasonabl:e and·: should·)))e,adopted. ,::;,::: 

"- .:,185-,-
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If· ... • ".. ' ........ 0' .,(t •• ' 

73. Test 'year postageexpenses'in'~Account' '9'O'3:~should ;:be 
calculated based on the adopted' number ,of 'customers ~i~'1'4~~'85"ma'ilings, 

'," per cus.tomer; 'and Edison"s 'proposed'~postage rat'es'~l , ". 
74'~Edison andDRA agreed' that an':uncol1ect,iblesfa'ct'orof' 

O. Z08%' is reasonable and shou·ld be'adopted.·~ ",.' ~ 
75. In 0.87-12-056 the Commission authorized:A&,Gexpenses· 

based on customer growth because Edison had not 'adequateJ:y"" ~, 

justified its requested increase.' 
76. For the years 1982' through 1988; customer ':growth'expl'ains 

57.9% of the variation in Edison's recorded A&G'expenses.;·':~ <:,:' 
77. For the same yearst' ,the year--of record' expla'ins '~7:1.0% of 

the variation in recorded A&G expenses. 
7B. " The record evidence does not support depen~ence' of'"· 

Edison' 5 A&G expenses on custo~er growth ~, " " 
79. Edison based its estimate of test year'Account':·:9,2'O": ': 

expenses on recorded 1985,A&Gsalary expenses~" No party ,objected 
'to use:, of .. that base year. ,:, :,~ ;::: . , . 

80. In 1988 Edison booked into:'Account 920 executive~'bonuses 
earned -in 19'87 but, awarded in'1988~<and'bonusesaccrued in ':~1988. 

81. It is reasonable" to 'remove'from· 1988, Account:g'ZO,;expenses 
$2 ~2 million for executive bonuses accrued in ,1988'. , ,~,: . ;.. 

82~' It is reasonable to remove: from,Account '~~9,20expenses- " 
$72,000 for costs of executive chauffeurs for,the :past Chairman·of 
the' Board' and 'the past Executive: Vice President'; . ,;:\ 

83. A reasonable threshold: for unexplained A&G: .'expense ': 
increases is double the averaqe'qrowth,rate of,:controllable 
expenses. ' -, .. ' " '".'~, , '" " .... ". ','. 

84. It is reasonable to remove from 1988 Account:~920 ;,expenses 
$275; 000 . for unexplained: increases"in· corporate': communications 
expenses., ': " '. ',f" , ,: .. ',' ,'; '. ' ... , .~: :"~,,:,, ::; ":: ;Y", ":: :.:' .":', ',:r 

85. ',Properly formulated:, executive, bonus' programs can ',work to 
encourage' 'management ef£ectiveness:;and costs of ~such,programs:: '.' 
should be recovered from ratepayers. .......... .'f I 

.• ,~ ... .I "." 
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"' .... ,\, ). "~ •••• "'" .. .I'~ • 

".::86:." .Ed.ison's,~executives, ,are,·obliqed:~to pursue;:the interests 
. ' 

of both shareholders and ratepayers.~ '" ",,;:,,:; ,:,'}';':, ',~':;r, , 

87. The measures uponwhich.Edison"awards.,_,exe~uti.V'e,bonuses 
are overwhelmingly weighted in, favor,,:of shareholder . interests. 

88. Edison's executive bonus measures do:not,provide.'adequate 
ineentives',for:xlfe, reliable :service.at· reasonable, ,: 

nondis~rim.inatoryrates .", :,> ' ,:.;',: ' , . 

89. Reliance on Board of Directors" j,udgment and absence ,of 
specific, standards diminish the,·,fairness and effectiveness:-of . ' , 

Edison's executive _ bonuses.., ,,', . , .. ' ::-::.:' .. . _ " 
.9'0., The,;need for and,ef~ectiveness o·f Edison's:,bonus~~plan are 

obscured by lack of rigorous, program, assessment and:,failure',to 

provide DRA with measurements of· indi vidual performance. ,::' 
91. It is necessary to ,use, judgment inauthorizing::rate 

recover:r of ··executive ·bonus,es... ' ~ " <'" ~'.'.'.',. ..'~-:--

, 92. ' '!'wo thirds ·of~the recorded,.executive. bonuses,. or,::,,, 
$1.210 million, should be removed from 1988-,expenses,"in',~Account-'920 
before, escal~tion forward· to. the test ,year,. .. :, .;' . ':,: 

93. Exeeutive bonuses ,for "pursuit ,o·f shareholder goals,and 

objectives should be paid· by shareholders, .. 
94. Edison and ORA.have agreed,to,.remove$40,OOO,for::employee 

mem.bershipsfrom recorded· 198:8 expenses in Account 921, office 
supplies and expenses.. ", , .. ' ,; ;': : , ~~ " " 

95. It is reasonable for"Edisonto: recover test,.yearoexpenses 
for i t3 "WMBE~pro9'ram on a forecast" .basis -:' " '.. : '.: 

96. 'Edison, has. had nO.,opportunity ,to· seek "rate recovery-of 
test year WMBE expenses in the generic proceeding anticipated-~in 

-D.89-08-026. . .:" ,.' . .1: .~," '" ~ 'k.. • -~:":: 

:-,.,97~' Further expense- debits :into':Edison's.-:~E clearinghouse 
memorandum account are unnecessary and should be termina:ted;., .. , :.-; 

, 
; ,/98 •. -, It iSi reasonable"to" adopt:,,\a~ cons,truction;-70verhead 

transfer rate. of 19.78%,. based on. recorded"data",for"the,years:198'4 

through 198'8. 

--:.18'7--
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99~. , It is' reasonable. to. adopt test.;,year;~:expens.es for',': 
Account 923, outside services, :b4sed on the. averag-e:, o£:~ recorded". 
costs for the years 1986 th:r:ough;J.988 .• " . ·."~;' .. :<·;'I;·;'.'.' .. ; f .• ·. 

100. The .tworeductions to Accounts .924: and 92:5·, ... insurance: and 
damage expenses, recommended by DRA for insurance reserves are'· 
reasonable- and, should be. adopted.. " '. .'. . .. , 

101 •. Edison and;' DRA have-: agreed.' on' tes·t, year .expenses.for 
Account 926.1, pensions·· and' benefits,:, for: employee. ·hea-lth:-:.care ' 
benefits .. ' 'they do- not agree on: the exact· sp·li t of ~ expenses" into 
eost cateqorie5-.· ''"- .>"' .. "' .. ' <: ... '" ,', ,:~. :', 'f"'" ~~ ,'''' ··I.::·: .. \.,~ :'~'~:I.:':':) 

102. It 'is',re4sonable', to remove--escalation:' £or·· ... customer growth 
from the agreed upon expenses' for· -employee'" health care: bene£its:. 
With that adj.ustment,- .. the agreed upon·,expenses~>.are.: .. reasonal:>le-~,and 
should.be adopted. ' ... ,.~: '.: .." " " .' . 

103.. PBOPs are utility 'liabilities--prinC'ip~lly; medical:; .. ··::.:; 
benefits- for. employees, . retirees, and.thai'%' £anU:lies-~whie:h.hav.e in 
past years been paid on a cash basis,; without ,settinqas1de::..funds 
to cover futuxe costs' and without reeoqni't.ionof· the-,'liability on 
financial statements.. ~ , '. " ,; " . /...";' ; ;',' 

104. Effective January .1, .. ,199·3,:' Edison must.' ,accrue P.BOP::;·:.~,.· 

lial::>ilities. while employees earn, th~ benef:its.,. .. ·not:. when the~ 
:benefits are' actually paid.: 

105:. : The Commission: is investigo.ting,.'PBOPs-:, in:.:I .90,-0·7-0,3.7';.;and 
related matters. ',. . .. ~: ;:',:.1<.,:;:;;,' ..... : '",' 

~06. In this; GRC. Edison ,request.~d $12" .. 6., mi·llion'" .in test year 
expenses to~ pre-fund' PBOP. liabil'ities_in-:.an' .I:RC:,·S40·1(h)'::plan: •. '; ORA 

and FEA ,opposed.rate .recovery '0-£:, PBOP costs until:f,w:ther .orde:r:::: in 
I. 90-07-037. . .:' "::':;(' '-'" )<.: 

. 107".;., In: 0".90'-07-006 thErConunis$ion authotizedEdison~ to record 
PBOP costs in a memorandum. account.:.' ::';: :.:,·.:~,,;··~;,:)·.I·: . .. ::, ,'.,::f::~)' .. ;.:,.:.;; 

'lOS.··Edison's S' 401 (:h) .plan:: does,no,t:(cover.union:::employees. 
Ed:lson. ;j,ntends that union employees. will.. be-- covered-:- under~:a::: YESA 

plan • 

. .. -: ;:l.SS--
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10'9:., The' Commi:ssion has not'yet~ authorized~ full:'£unding of 
PBOP'S', in.- I.9 0-0:1'-0'37 • ,', ,.' "" '.. . ," , . , ',;) " :::: :; ;': r.:/:~:<~'" 

110. The record evidence. doeS;, ,not: demonstrate that::,including 
PBOR, expenses. in test year,;, ra.tes will ,not·: over fund the S. :'4:0:1 (h) 
plan,~ ... ', .-, 'I;" '".;-i.' •.•• ':.:. , .. ,',: \:": '~"~<>',"r ', •. .'.'.' ..... 

111. It is not reasonable to'include test· year: ,PBOP-~ (costs ":in 
rates., Edison should . continue to recordc.1.;9 9':&, 'PBOE>': costs ',in;: the 
memorandum account authorized'in:D.:91-07-0:06 .:"lO '.' "":,:" •. , 

112.. Edison should take advantage'of tax-exempt' PBOP:' plans,., 
consistent with Ordering Paragraphs 4 and 5 of D,~9·1-O·7'-O'O'6. ',' , 

113:., ORA's. testimony on adminis.trative· costs '"within. ':',~' ,: 
Account, 92'6';.2', pensions and benefits ,other than health. care,.7".is 
conclu'soryand poorly supported by the record evidence .. " ,.: 

• 

114. It is reasonable to remove escalation;forcustomer growth 
from. administrative" costs., wi..thin.. Account 9'26 .. 2'.. With, that:' . 
adjustment·, .. Edison's reques.ted funding for administrative' costs is 
reasonable and: should :be 'adopted'~ 

115., Test year retirement benefits within Account 9'26-;.:2': should • 
be based on a 6.14 % normal cost rate, Edison's estimate' ,Of 'employee 
numbers'~ 'and Edison ' s. infla tioli ' adjustments.. '..:", .',' ':; , :, :~; . 

11&~ '.: ':tt· is reasonable~ to' remove ·unfunded, executive :retirement 
plans from retirement benefits, as recommended. by'FEA:-.. :W:i.th·that 
adjustment,. Edison's. requested funding for retirement:' benef:i ts 
within Account 92&.2 is reasonable and should be· adopted.:',', .' 

117. Itis.-reasonable'to remove 'escalation'for:customer growth 
from SSP' COS1:S within Account 92& .. 2'., With that>adj.us.tment,. '" 
Ed'ison"$ reques.ted funding for SSP costs is :reasonable:and~ 'should 
be adopted. . ,'. ,,- .. -. ' , 

118:. '. SSP cos.ts.: should: be' recorded.: in the~ '''other,'': accounting 
category, as requested by Edison.~':·:~, , .. ,:,:.,:". :,:,"::'<,: 

'l19·w Ed:ison~nd:--DRA have ag;reed. on test" ye'ar ,expe~s; '£o;r 

disability, rehabilitation," and wage, continuation benef.its, '. wi.thin 

- ~':lS9~- • 
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Account 9'2'6:.2".' The 'expenses :'are not ·;escalated; ;:for':cllstomeX: 'growth. 
The agreed upon funding is reasonable:and' 3'hould :::re:-adopted.- ,',:, ,: 

120. Life insurance,costs ,:for executive' pl'easure>:,::eravel and 
executive ,esUlte 'and tax planning-are· unnecess'arY·:ariQ'snou;ld~'riot\ be 
recovered from ratepayers. Wi th those "tw'o'ad'jlistments:;;:Ec:fison;, S' 
requested 'funding- for life insurance expenses Within: 'Account- 926.2 
is reasonable and"' should~' -:be 'adopted·. " ,,~ .. : ~'::. ~~ '" ~ , ".>:" 

121. Edison :and: ORA' have' agreed' on a franchise, ,fee rate. of 
O. 7a17%-.The rate is.. und-i:8puted~:'and' it' should: be: adopted"~' ~, 

122. Edison agreed to- remove $277,000 from','reeord'ed :1988', " 
expenses in Account 92S:, regulatorY .exPenses,"·because "hydroelectric 

,,'"" t"" 

plant relicensing litigation ,will: not recur:. " ,,;, ,. " ",,'. 
123. It is reasonable 'to: remove, S'15-"OOO, .in~ urie~lal:necr, :legal 

costs from Account 92S..'With· thatad,justment:,;','Ed"ison;"s requested 
funding for Account' 92'S- is reasonable and·shoulc:f.be-' adopted).,', . ,,;', 

124. It is reasonable tOe remove:'from, Account' 9~0·~1, .general 
advertising,:, (1) escalation, for cus.tomer growth:, -(2)' '$248,~ 000- for 
in-house advertising, that: is-not safety-related, or,:essent,;[al; 
customer informAtion, and: . (3), $.71·,0,00' ·forexhibits· :and.~ ,dis'plaYs •. 

125.· , It is reasonable to reduce:' expenses,; in~ Account ·930~. 2, 
misce~laneous. expenses, bySl3-.100.million,as:shown:on: ;Tabl'e-c4:~':ln 
this decision. ','" ','" 

, , , 
, ,',I, 

126:.' . 'It.: is.. reasonable t~':remove·,'from:: Account)·9:30~'2 escalation 
for customer growth. v' '" :.:):·r>,,,.'::':~: '::. '.:';"!.:~;':"';O'<: 

127 _ ,Wj.thinAccount· '930·~·2, . Edison requested 'recovery'of:: 
$.1.73'0 million in.. 'engineering ,and~:environment'al" :costs-~ for' ·i:ts:·, BiCEP 
project_: The' costs.-wereincurred; between~19SS ,ancr~<19a:s .. ~,~:and, -they 
excludeAFCTDC and' carrying,>charqes';':·:' ,~(: ":..,: .. ~.<, ,> ,",:.:,.', . .,;: 

·lZS .. ',-Ed:i.son cancelled.>the-' B:i.CEP,prOject:i.noc'tober 19·5:S:, 
before seeking· a CPCN" due to: .- : (l},'a· changes. in~ assumpt:i:ons'· ,by: the 
CEC, CZ)increased capacity from: QFs.., ,and' (3:-)':increa'sed capacity 
aequisit:i.ons· by resale eustomer~'·' ;':';-;, ,;, ..... 

'-1'9.0 '-

.. 
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A129.~.; ·,In. general, .. util,ities, CAnnot,. recover,;,the .costs: O<f:.p,J;an.t 

that .is, not;"used. and. usef:ul ... " " ".'.; ".,.,,'.,' .... " .. """':.'" , ... ;, 
130: .. , ~ .. Re.e.ovexy. of ... ~andoned ,plant-. costs ,can,.'·be ·j.ustifiecl in 

exceptional circumstances,. as.described~ in: 0 .8·3-12'-0·6·S,,.:,·;~ ~:' ':':',' 
0,. 84-0S--:-10.0:c andD. 8-9-12-05·, • _,'" :-: ,:'<.':,.;' ::;.-:.::' , .• -; .. :.~.':,,,: 

13.1... 'rhe. ,evidence does. not show .that .. the, BiCEP· ·proj:ect·. ratl:>:·i ts 
course during a period of unusua1.:.and pr~tracted':·u:ncertainty ... ;, .. 

132. Edison did not cancel .the BiCEP'prO'j·ect~(promptly. .:: : 
133. •. :The magnitude of BiCEP, .. projec.t c.osts ,does . not support 

granting an exception to the',used"and useful rule·... ,,' ("" ..... 

'134. ,Within Account 930.2,.,Edison·requested; recovery". of·, .. 
S3.231 million for minor abandoneci.-.projects ... Edison' has. not ,".' 
identified specific proj.ects in-· that> re<1'lest ... ' , .: ~; . 

" 

135-. Within.Account 930,.2, Edison,requested.-;recovery:of. 
S193,000in· expenses for, ·its Citation aircraft· .. :, ",", ... 

13-6-. Edison's use. of theCitationaireraft·is. reasonable. 
requested: 'funding is reason~le and~ should .beadopted,.' ... 

137 .. Within Account 930.2, Edison' requested·recoV,'ery.of -, 
$337 , 000 in expenses ,for dues ,fees ,and.'contribut.i;ons-•. ~ :: ",~, 

The 

13S:. It, is reasonable. to remov~.fromtestyear dues,. ,tees, and 
contributions $35-,000 in EEl .dues. used ·for legislative: pol.icy .. 
research and $52,000 for membership in the NMRC. :-<::,:-, 

139. Pensions for. members· of ,'Edison~s Board~ of~ Directors are 
not necessary and should not be recovered in rates ...., -:'::(>, '. ,. 

140 • ,Edison is in the process, of~ .moving: ,its aircraft .. ': 
operations_ from- Chino: Airp<>rt.te>.-,.Ontario. Airport·. 'As; .part of-that 
-move,.: Edison' plans to complete-: the. 'purchase-of; a·;.hangar that,.it~.;llOW 
leases at Ontario. Ed.ison plans ,to: complete:the-:,purchase ·in .1.9,92. 

1:41. When the hangar: sale is completed, .. Edison's:.:lease: cos,ts 
at Ontario- will be reduced from $200 ,.000 to ,$2"1:, O,OO·,annually.,::,. ,,,~ 

14'2.- DRA opposed. inclUSion. of~ ... the:>Ontario hangar::, in rate, :base, 
consistent with its recommendation-.,on: .operating, expenses: ior> ,the. 
Citation aircraft. 

• 

• 

• 
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143'. . Edison .will use --:the c:Ontar io :.,hanqar "'for the :::Ci ta t£on 
aircraft. and: ·for:"eight,r-:nelieopters ~ ~:.L .:., :,~,\'~ .... >:.~~, '.~ "1(.:; .~~ _'4',~; <)"'::'C:' I~("<:'c':~;: --:::":, 

144..: ::It·· is :reasonable to:inc1ude,.;the~:··Ontcrio ,~han9'e.r·!in· rate 
base, assuming that the. ;purchase ~,wil:'l':;becompleted ~:midway::·through 
the. test year. . ", .. -:::. "., " "', .:!~':~' . r;.:' ~ 

145 ..Edis·on' s lease at the; Chino <Airport expires~·;:at. the end of 

1993. ·':r>.:.' :.: .>< c.e. :.: ".'.'~ 

.~ ';146... . Chino Ail:port"annual lease~';co5ts,:are $35;600', duplicating 

test year lease costs' at: the 'Ontario·.:\Airport.,l:~ .:':;.' '';'1 ::", :1G .•.. :' ::.' .<.~ 

147 .. ' It 'is -reasonable'; to.: remove'·from.Acco'llnt<::931',. rents, one 
half of the costs of the Chino lease 'and one half·,of~;:the.::lea~ecost 
reduction at Ontario,' to reflect completion, ·of the ·hanqar~~purchase .. 

148. It is reasonable to exclude ,escalction':for,'customer . , 
qrowth from Account 935-, maintenance'; of ·.generaLplant .. ,,' : .. ;: :.' ..... ,' 

149.. There are no methodological, ,disputes among~the . parties 
regarding ealeulationofincome taxes .. ' .~' .... 

150.. Edison is co-plaintiff in Al:izona-·Publie· "Service~ComAnv 
VB •. Maricopa County; . in which.: the owners '. of Palo·,. Verde seek ~ 
judgment against the county for levying'. an.:' additional property tax 
too· narrowly'; ·specifically.against,)minesand-, utilities. .:;: ?'" 

l5l. If the lawsuit.· is . .'successful, .. Edison' s ,projected!~Arizona 
property taxes for the testyear.:would::bEhreduced:;by::: . ::.·':-:2 .. 

$9'.-488 million.' . ; .. ;~ ;,:,',:'.,' .. ~:!:,:} ;.:-:.'.':'.::' 

152'. The.,outcome·: of:the'.law5uitrris',uncertain-".)and":Eclison,~s) 
Arizona property ·tax.' obligations are-,.: too:. uncerta,in~ :to· adopt(:,a';· .. ~ 
reasonable fo'recast. ,":.;;'::" i':,:):.'.~:.:;' ;;:... ":!;~ _~ ::.-::. 

'153.. .' ORA! s ,proposal for' memorandum"'::: account .,treatment; .. o£ the 
disputed Arizona property taxes is reasonab1e:o.nd:should ~~::,: . ..:;:.; 
adopteci; ..... .. :~~" :.: :,~ ;::., ..... :'~, -, :' /,'~.. . ;:;':J " 

154. ·Unti1·the lawsuit is. resolved:, Edison' s clisputed-::,Arizona 
property. taxes should- be collected-;,in:: rate~·:· subject,,' to refund and 
booked into the memorandum.. aecount .;-,' ' . 

- - 192--
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:lS5.,·' FEAcontended:"that "Ed:i:son',shou:ld purs.ue :~,:recovery. :'Of 
Arizona property taxes paid durin9',~the ~lenqthy':out~ge$::,at:paJ;o~:;, 
Verde because. the outages:were,:caused by,~instruetions :from;.the NRC, 

and' Section 42 allows .. reduced"taxes, in:,that . circumstance.;: :, ,.I:,;",: 

155. The Palo Verde outages lasted longer than~'six months ... ~ 
157'.; . Edison4's rates for ,"portions ,'~of,the Palo<,Verd~ outages are 

now subject to refund. , .:;-:! , 
158.: ,Further consideration' ,of ",propertytax/.reductions~under 

Section 42 should be.'deferred~to"Phase;~'3:,:of ,thie. GRC .... :, .:~;/;\( ::'~').:: 

,159'~: Edison:'requested:capitalization,~,of SlO .l.,m.tllion'in test 
year software, costs and test year capitalization,of';,19,90 and,:1991 
software' costs ,that exceeded, 'authorized expense ,_,levels.. :~I.) ':, :,~::",;)'::,: 

'1&0. ,'l'est:year'capitalization of 1990;and.:1991 software costs 
would be unfair to ratepayers w", < ';;, ' ,(',.' :, ,', ~">" :,<:~,~: .<:: '., 

1&1. Edison. has recovered reasonable 1990'and: 199'1 software 
costs on a forecast basis" whether,: the actual .. expenses exceeded,'": 

• 

'r·'·authorized"expenses<or,··.no:t·./ ,',. ., .. , " ":~~/,'.'_~,;~t<:~ ~~;,~~: 

1&2~ Edison has not:shown that·;capitalizatio~:of'~:sof.twar.e,;:v • 
costs' will benefit.ratepayers,; . ",'\. "r::;:.:_'. '" "", :,"" ,:' :~'\;:"<:" 

163. Edison's . requests .. for capitalization', of , softwarehcosts 
cU'e' unreasonable and· should., be denied·, at.;' this, time,~ .:.. , " ... 

16Sa. Edison may :. elect. to . file'/ additional'" informa tion·:;;onr'.,the 
merits of capitalized software within 120 days of, the~~effective,~ 
date' of· ,this. ,order served,' on: all'.;parties ' to- ,this:,.: case'~' Parties may 
respond to Edison"s filing'within'120 days.:'of'receiptr.o,f Edison/s. 
filing at the Commission • 
. , ... ,; 164·.; ';'Information:::: services:;. ,increase producti vi ty.:.:in other 
utility departments,_, .. '"" ',' ,,' : '; "" .. ,;' ,:.;,,~, ,':O~: .. : ::-:. :':;')'::; .. ;C;:.;,:.) 

165. DRA's proposed $10 million cost offset for information 
. services: would unfairly double count productivity.:. gains •. :" .;: 

··156'~ -; Edison's. in·formation: services budgeting process::'hindered. 
timely review of test year expenditures~:by.DRA: .. , -,,:: ":,;:;':,:: :,),,-;,(:,,~:,<-: 

• 
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:,l57:. '. It is reasonable to'; 'adopt ,test .. :.year'expenses: for~ ',' ; 
information ,services, based ,on. recordedc,l;99'O~~expenses .::):rThis: results 
in a $4.607 million reduction from Ed.:ison,f s..'requested.:·£.u:nd'inq.,~·in 
1988 dollars. ·.1'he reduction s.hould:be ,expressed as. the net~ of a 

SlO·.l.million. reduction in capital· costs 'and· a $5,.4'9"3; n\il;.lion: . '~;:: 

increase :in\expenses, prorated . over .the-.nonlabor portionS: 'of· . 
relevant. A&Gaccounts....:..:;::c .. · :.j, . , .. '. ':-., ,'~\;., 

l6B.. The test ,year .O&M· 'expenses .. set ·~orthiri. Appendix..:D:, to:' 
this decision are reasonable and should be adopted. . ,')" '. ' .. ' , -

., .169'.. It 'is likely that. :'deferral: ;0£ plant. additions a,t:the 
beginning: of· a 'forecast 'pe:r:iod w:i:1L.beoffset:by,:deferrals-t at· the 
end of the forecast period. :':z.'", .. : ".:.. " 

.'170~ •. Reeorded.datashouldbe ,used' to . forecast' test year:: plant 
in service .whenever the .data a.re'availal:>le.::~',:,;.::.. .' :,\,','':1.:.,'' ,.-" 

l7l.DRA's use- of.recorded'plant ~'service, data.(through the 
end of 1990 is reasonable, andthe::.associated:reduction' of::' 1"/,) , 

$162.649 mi.-llion in test year.plantin:-:service should.,be adopted • 
172. Consistent with the removal of' Yuma Axis' O&M'·expenSes.::" 

upon S4le of· the· property, Edison should'removeYllInll.:Axis,plant 
from, rate base·and remove capital-relatedrevenue-requi:ement from 
the At.BRR upon sale of the property:. "," 'j'" <' .\,);-/'.\ .. ,'.: . 

173. RD&D capitalization guidelines are set forth inr(,!.;';'.' 
.D.82'-12-005 ·and', O.83-12-068~" ':":'.:,,' ':'., . '';0 ,<.':' ,'.:," 

174. The guidelines should :be clari-fied, as. 'fol-lows :::: C)'y/;, :.; 

(1) tanqible:-plant inutility opera:tions'lmeans:,:~plant:~that, is:.owned, 
operated,. and. maintained·· by-,the.' utility,.:.:and(2,). demonstration. 'of 
technologies to encourage customer acceptance. and·eventual-.:market 
penetr4tion,. or showcasing, is' not ',:an, RD&D'; function': . ',' ,'. 

17,5.., Showcasing' . acti vi'eies;: may be ,j,ustified:) for:. other'" reasons. 
l76. Edison requested capitaliz.ation. of ·l9, RD&O, pro·jects; ::' ,;. 

including $7.379 million for. electric:: transportation projects 
undertaken ·from 1988.· through·.199J... ::'~. ;'... ..: .. :-.: .. :" .... ':: .:; ,::;:'0;" .• ,' . 

- 19.4-
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, , 
' .... ' .... 

177 .• ' For. : all 19 proj,ects ,>, Edison has' ,not ~met . the ,standards for 
case-by-caseexceptions' to ~the " Commission ",g: genera:lipr::tnc:.i:pIe·s~ ('for 
capitalization of RD&D'costS.~· .',.', .' ,"; .. ' "', ..... ', ',' :>~; . ,\ ::: ::" ;' 

,,17'8., It is, reasonable to remove ;'from plantaaditions<''::: .. <.'. 
$5.119 million of property· tMt,Edisonhas. ·,.rec·lassif:;i;ed, ,'from ·plant 
in service. to- other, accounts, ,principallynon-ut:ii-:±ty . property.: , 

179. ]..l>S notified Edison that completion' work.;at:;Palo~:Verde; 
scheduled. for 19'90 would not ))e-,completedj., necess:i:tatfng ,some 1991 
charges. ' .! ,: • '::., • :. " ',:.:, 

180' •. Edison estimatedthe,l;9'9~1' charges' to-.:be :$1.:8- mi:tli'on, 
which, with, overheads would 'result in; 'SZ' .. 21:1.miJ:;J:::ton· of.: pJ:'ant':;'·':: 
additions. . . " ~; "',..:. .;'~ :: .':'::;' :,: ;". '. 

, 181.': The S4lQe $~ .. Smil1ionof :workis included:':'in-= botli," the 
, , 

1990 Palo Verde budget and, .the'.19·n· es.timate oft'·AP~:charges:'~:I~ ,',: 
182-~ .. The disputed $Z.21lmillion"in,'.plant-:~dd·i:t·ions ,should be 

removed.: from: 1990 plant additions. •. ': ,:. ~,:.>' .·,~I :.:'" 

.. 183 •. A second Palo verde simulator will not 'g<> "into·semee: 
until the end' of the "test· year:." . ::; :) 

184 •. Edison believes that APS.will 'spend)~fundS: budgeted :for·· 
the second simulator on ,other 'projects:.. If 'that· ·were'true,"· there 
is no evidence on the record that the replacement: pro}ects:'are'." .: 
necessary. ,', . ..: ":' .. : ,~.: " . '., , .. 

185. The costs of the second simulator" should:' be removed~:from 
test year: plant:· in service'_· :.,. ". ,.' ..... "0.. " .. ,:, " " •.• ',"':: ~.-: .:. 

". 186 •.. ~:;, capital costs~ of "maj,or'prc>ject~ ·can·: be"· ,incluCl'ed':>:in·:' 
attrition.:-year plant additions. r : ,beyond·.~:formula;"increases. ·:for:,'~ .11 .• · ... 

smaller plant'addition.s..,,'·~" ',,,,:' .'_ .. ~'::. ' ......... /)~J';/ v:' ::'''''»::-''>;'~'>'''; 

187. In D.85-·12-024, .. the'.Commission, capped:..~eap;i;tal::'acldi'tionS'::: 
forfuel.eycles: 9,10" and 11 'at SONGS. '1:. ':', The-:,spend'i'r19 clip:: is 
$201. million, in, 1986: dollars.. ':;.:.,:.::::, ,1::-::: 

188 •. ' Edison requested: S32"' ... 9:6.0;mll1ion in: attrition year,,· 19:9·3· 
plant additions for work which was:: previously; >scheduled" to". be , ": . .' 

. - l'9S -
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completed during ,fuel.cycles~'9·r::l:0,'" and.;,ll:,:· but :wh'ic;h':is"',n:oW'c~'-' 
scheduled to :be completed.during.,fueJ:,cycl'e"lZ 'at: SONGS',:l ~.,;~()::,::,;:... 

'189." The requested $32'.9-6.0 mfll:,ion··i:s.for··:pro-j'ects that: were 
listed-in' calculation,oftbe :$2'0'1·;m111.ion '.spending cap'':-::;:;'';''''; 

190,~_ As:of : December', 19'9:0:,. 10, ofthe·-::3;5 ;plan'tJ mod'.fficit'ions 

listed in calculation of tbespending·:cap·weredeferred: to<fue-l::·: 
cycle 12 or l:>eyond_ " " ", . ", . I':,'~ 

191. Edison anticipates that overall capital costs!..:for:f.uel· 
cycles. 9 , 10" .and 11 .. will excee~ '':$20:1'·' mi:llion,·Dut.Ecti"son :does not 
seek to recover in rates any 'eosts',-exceeding' the·:spendinq;cap."..- :,,;~, 

192. During fuel eyc-les9:,'l:0,,. and 11 the';'seope\;"of plant 
additions was modified and expanded by the NRC.· 

19'3. During fuel cycles:. 9,. 10:":. and. 1.1 Edison'did: :not. ':complete 
the work- authorized under tbespend:ing:cap·,. :but-it'did,eomp:tete· ,~I 
other work. , :; ';;,;' 

... 194·.·· .Ther.e· is no evidence. on: .the., recorci- 'that the <other:' :work is. 
cost effective, nor .is:there '.eviclenee on.:-,wbiehreeorded' ,costs:.· ::" ';;.: 
during fuel cycles 9, 10, and 11 were dedicated to the:"o'ther·;work .. 

195.· D.'85-l2·-024 autho;rizedEd.'isonto: complete .the identified 
SONGS l,modifieations" subject to the ,spending .. cap, but: at:, le'as,t,::· an 
additional $32.960 million is neededto-'complete'·,thework':·::::;~' ':. 

196. Edison has not justified.thecosts'for·anyireplacement 
work done during fuel cycles 9, 10, ~nd 11.·::..' , :.·,.c :)'),;:.! 

197 ... ·· In )j.90-09-059"the~ Commis.sion .. :specified":·the.i4110C4-tion of 
capital costs .. for a transmission ~ine, between",Edison's;;Krame:r· •. and 

. Victor. substations.' MtongEciison., Luz:'Int:ernation~1,.::rand Ca.l;::Energy • 
. ~, 198.- cal Energy has ,ydisputect: .,i.ts eos.t alloea.tio~;;..p~, r' ,". 

199. Edison requested, that', Cal·.,'Energy',s, ·a11oeatect~costs~):be'··: 
included. in. plant in" service unti·l the dispute,:,'is res.olvecr:~ ".: 

200. " It is. not reasonable.: to': .include cal~: Enerqy~'s"~ costs: 'in 
test year plant, in service-,.,but Edison should,:be':.authorized~to 
record' the. revenue requirement .. assoe-iated- wi th'} c.al~·: Enerqy~ s ; ," ':.', .:' 

,'''. . "'., .. ,. 
, " . I' ~ . 
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allocated ._capi-ea.1 ,costs 'in~:a memorandum "account, 'pending,:,the c';' 

outcome of;,Cal Energy's 'cost allocation:,:dispute;.: > "'; :;-::".:,1./,"' .. 

, ,,201. Edison requestedinclu-sion .of$S~3'23,mi'llion of ;)property 
in PHFU und~r. the guideline exceptions ,~estabJ.;.ished 'in ~~o ;~,8:7 .'l2'-0&6,. 

202. ,~he need to ,present alternative· power "plant sites ,to the 
CECdoes not justify keeping,. four properties ,in PHF,U.,,';< ",,::;, 

203. Edison's economic analysis of its power ':'plant, sites 'is 
incomplete-. " ,. ", . .'. ,. ,.' '. '." ~ 

204. ,~here is no evidence', :,on: the,re'cord ; that ,Edison i:can-,"' ' 
outperform :..the- real" estate',m4l:ket,in\general,~ ~'" -- ... ,'" ':: .. '", 

.205. The-.market £or the, land Edison·'is.hol:ding :'for power plant 
sites is speculative. '<:,,:;. ' ,:,' 0' .:. ":" ',' :::',':";':"-" 

".206., Edison' ,bas' not j.ustified 'granting exceptio~s.: to.:th:e PHFU 

guidelines," and, the, disputed, .$8' .. 3'2'3 million. should cbe<removedfrom 
PHFO. ,. ~<., 'j. (>~<~' ~~:'.'~ '. ,.~ .. ' 

" 

• . 

.207 .. ,."Edison: ,books"the, costs';,of,:nucleardesiqn·'documen:~tion in 
Account, 182 .. 2 as a deferred ,debitil,with"amortization<to;,"':;· -' ,:;. 

, Account ,407.- ' .. , ,. ~.:: ,': ';,", ','\'>,~)(;' :,,;,:, ::>,;> • 

, ,208., DRA-opposed, the ,inclusion.: .of ,nuclear>,design (documentation 
costs, in rate base, in partbecause-capi.talization.,has:'::been ~den.ied 
by FERC.insimilarcireumstances ~ :~:,: " :::. :,: .:,',:.:;-:,' ',' . .),:~ '; 

''",20'9.:, 'Othel:, deferred debits,'which;are>notcap±ta-l:i:zed. I~:re 
included. in rate base. ,:,; "~: .. ~ .. ,,:.;:):: :.'::.,. 

21,0·,., ' Edison sbould' be' allowed, 'to' earn: a" return:: on:: nuelear 
design" documentation costs' until they; are ,amortized . in>:rates::' .. : ."" . 
Inclusion of, the-.. defe.rred"debits in:',rate :base will--accompli$h:-,this. 

211. Distribution line ,additions' are':a: better' pre'dic,tor:. o·f 
customer advances than' the -year of' record •. "'~ 

212',. . DRA's recommendation to remove '$,2.60,1 million,: in.:·customer 
advances. from- rate base is . reasonable; .and ,should'; be: adopted,~" 

213-.' . It is: reasonable to . adj us-t, Edison's, requested 'working:':, 
cash: (-1) to remove nonrecurring charges to '''other; accounts:: ','.">':: 

receivable" for earthquake damage claims and fire damage claimS, 

- J.97 - • 
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and "~( 2), t~,: ex~lude,. ea~lypayments' to:: utility .af·filiates for: 
purchase~: power: . 

. 214. "Edison ~ s estimates."e:f:·,reyenue.laq reduction:due·:).to~::.:';: ~ 

impesi tion. of a late payment· charge, are, reasonable.': and,': should~::t>e 

"adopted· ... "', .. "... ", "', .,'j ,"":, ";,:) , .. '" .0 .• " 

" 21S.·-It is reasonable ItO: inc:lude in.: r~te basedthe~:cap-ital::, 
costs of a limited nwn.be-r of. energy-efficient, amorphous.-:,corec·: .. 
trans,formers .• . ,-.., ..... 

216. DRA~s recommendation' 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. ' .': '~:':;' 

218. Ed.i.son should present test.i.mony .i.n its next GRC:on:y;' ,~r 
nuclear decommissioning, trust", fund: earnings rate- andr'contingency 
factor. 

219. Edison's RD&D showing suffered from problems of late .. 
program~. revisions, unexplained capital costs,.' inconsistency::between 
testimony and briefs, and attempts. 4t~ wholesale capitalization, ,of 
prior.year expenses and, undepreciated~ eapital·costs • .),. "' <~:: 

220. Edison's RD&D showing ,justifies ordering 'a; financial ,'I 

audit of. RD&D expenses from 1988 through 1992. The ,audit .. :should be 
coordinated by. CACDI' atEdison's.·expense'~, 

221. Ecl.i.son's .RD&O efforts,;. should strive. for:a. balanced . .: .': 
portfolio of supply, transmiss.ion~ancl.d.i.str.ibutionl',.ancl encl',~:use 

projects. , " _..... .. ',,: .. .::.:;( .. ':.;:;, .. ;;. 
222. Existing guidelines for shift.i.ng of RD&O funds should~,:.:be 

continuecl, . as diseussed ,in. ,Chapter,; 8, :. Section. 8,.1. '.;" 1" .... I" 

,,' .' ..... Jot. 

223 •.. :Eclison,'s request that the :Commission,;setan-::RD&D";funding 
range arrived. too late for consicleration in this GRC...,·. ' i,. 

. ·224. . Edison's .. : "Customer Air . Quality Improvement Prog:cam .. is 
intencled· to,:help customers· meet their:,;air qual.ity requirements, .. 

stay competitive, and remain in Southern California,... ":. ,::':",' .. , . 

..-, 198 .. -
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22S~ . : With respect· to.. its.· "Customer Air·' Quali tyt" 'Improvement':' 
Program, It Edison should refrain from activities and"prO:j'ect;" '~,:,::r': 
implement;ation which would;, frus:tr~te-,·the~ Commiss·ion/a: goal: of 
encouraging energy' ef·ficiency· and' energy: conservation.···, ~.;: ..... ". 

22&. Policy implications of ratepayer funding of air~'qu'ality 
improvements which may, not be cfirectly' l'inked:' t'o delivery'·' of energy 
should be reviewed in R~ 91-08:-003/I • 9'1-0'S-~002 .. " , .. _," .. 

226a. Commission implementation of Public Utilities' Code 
·s 740~4' should' be reviewed in-R~91;'0a.-;.00'3/I.91';'0S.';'0·0·2·~ .... ~ 

227. Edison's one-waybaJ:ancing account for: unspent RO&])' funds· 
is reasonable and·· should'. be continued. ' .' ., 

228·. It .. is reasonable· to credl t· all royalties;: licensing: fees, 
and other revenues attributable to.: Edison" s RO&O programs- to:"a' 
memorandum account. . "", ,,"( . ; :', .'.".:, . :; ;, ~:, 

229. • The: RD&O proqram .. expenses·, l:i:sted:': in column",(6;)' 'of':Table 5 
and discussed in Chapter 8' of this decision are reasonable·;and~·:~· 

"', '.-" 

• 

should be adopted:.: '·:'~"";':"' ..... h. • ' •..• 

230;':··RO&O funding· of $48.714 million:;' in 19S5-·do!lars'~'-:'is~< • 
reasonable and should be adopted:." .:., .'. , ... :-:::.:.,.' ~c:: .:.' 

231. Edison and' ORA 'agreed· that Edison· should';'be allowed .. to 
recover ·$2 .lOS' million in .. test; year·· exPenses' for,electric' ~~ r: 
transportation ,projects, and··that:·Edison··should·be allowed to·~ .. ' 
retain or recover $20.828 million in:prl.or yeari'expenditures"wlU,ch 
exceeded amounts authorized·· in·Edison'slast:GRC. ),: ;'" '".', 

·232. From'19aS through' 199 1': Edison· spent' more:,on··>electric 
transportation projects than the Commission had authorized:::'.fn~:· :.': 
rates. ',".'," .. "'"' 

233. The aqreeduponfundlnq' leve'lof'$2 .108':m.i:llion:"for::'-:::­
electric transportationproJ:ects is' reasonable"and: 'should~:be 
adopted. '''''.:: .. :>'.' ,.'~. '::.:.c, '<. :',c':::: 

234.· ·The:conditions on :electrie'·transportation .. program~:scope, 
reporting,· and fund· shifting set forth··l'.n·'Exhibit':"l'12 i,:"are,·I:;·; ., .. 
reasonable and should be adopted.·, . ,': .. ,':"'.'.':.':;'). '):" 

--·::199'-- • 



• 

• 

• 

A.90-12-018 et al. ALJ/ J .. /vdl" W 
.• <- ". '"', '\ r"'" , i .. 

,." \ .... _.' _, _. I 

235." .Edison's. :request.to, retain: .iin: ··r.ates:.· S·1~· ... 449·')mill\ion .. in 
19'88 .through ·.Jr99·1 expenditures .which.<exceeded:'·~ou:nts~)author:i:zed. 
for electric transportation projects is reasonable~ .:,,;<, ."~ i. .:".' • 

2-37a..:. Edison's request to .recover·,in:r",tes: S7·~3-7·9··mill.±on in 
1988. through. .199"1" expend.i tures which<exceeded: amounts"'-authorized 
for electric transpor4tion projects. is. unreasonable and: shou·ld·:be 
denied.. ~ ... :' .:;'I.·:~ ... -: .. , 

236. Policy consider4tions- for· eleetric: vehicles::: and··~ electric 
transportation should be de£errect··toI:~:9:l:-10-0·29:··or:·'otherZ .. :' .. ~~ 
appropriate:proceedings. . ...., ,', .... ,., '. ~ :';" .:';, .;- .. ' A.:' . 

237. Edison's intention to rej:oin.: EPRI:' i;s.~ contingentCon: the 
Commission' 5 ~ approval' of .RD&O· functi.ng::near:· the-- $5S,;m1llion;·level. 

238. The net cost to Edison to rejoin EPRI would .be·:)about··~·": 
$10. million. .;' ... \;;; :,;. :;; .: .... ::.:. -:: :: ' . ;~ :.~: 

2:39.'. It·. is. not reasonable' .to au.thori'ze expenses. ;', for;)EPRI· :dues 
in these circumstances.') ,.;' .) '.: .. ::.,i . . :. . J~:,,:O'~:"":;~:' 

'. ,240'._ It. i.s, reasonable ·to continue. ERAM trelltment:.;:of· nori£uel 
revenues. from off-system.·sales, .. withoutadjustment:.,to remove::,~:' , 
incremental O&M eosts.·.,:·:, ... , ...... '. ,".' . " .-:: .: .. ..::,.,', "-.,: 

.' ., 241. 'Edison should continue\,to'foreeast..,off-system sales 
revenues i:o.:· ECAC and .GRC.-::,·proceedings....· \ ... " .:; ,1. .. .1 •. :::.: ~.:::::-. 

242. ORA has not justified its reeommended increase-Lo·t '.: : .. :;:" 
$8 mill-ion in miscellaneous revenues., , attri:buted',to"'sales '::0£ 
obsolete materials and supplies.~'.' ~'; " )1:: ',~',~'."-.'!'."; ~::/"". " .• :":>::.~."':\':.~"", __ :.:"" .. 

243. It is reasonable' to. calculate miscellaneous':'revenues in 
Account 456· based on 1989:. and '1990";' record.ed· revenues.; '.:.;~_;:"~ "'/~c'. 

244.' Edison and.' ORA. agreed': on. CPOC:: jurisdictional: factors used 
to allocate costs.: between.· cpoe· and FERC. jurisdietional·. :customers·. 
The jurisdictl.onal factors. are ,reasonable-and; should .. be .:..adopted. .. 

245. ·Edison's proposed' MAAC treatmen.t·for instaJ;.l'ation:~o£ SCR 

technology at Alamitos 6 is reasonable and should be;adopted;,L .. :. 
except that: (1) ineremental noninvestment-related costs should 
not be authorized, as ORA recommended, (2) interim rates should be 

- -. 200,~-



A.90-12-01S et a1. ALJ / J •• /vdl' , ,-' , .... ,-~ 

$0. OOO.ll.~ per .. kWh;,:: and.' .(,3)~ . .interim" rates··'shou·ld- 'be:reduced::'by 5-% 
annually. to- reflect· the., reduction .o£revenu~·.requirement.;as ;the 
asset is depreciated ..... :. . . . _ .... ' ',~~; " .' .... '; ~.:.:_ ':, : .. ,"\., ',' "," ..,0, 

246;. .. " DRA~s- caleulation::methodfor. attrition:.yea4; pl:an:t~ 
addi tions. was' adopted in:, ;the-' '199·1 . attri tionr ;·settlement '(~d,' will' 

smooth· out. data fluctuations .·~It .. iS': reasonable: and ·should:.·be~':· 
adopted. . ~}· .. I: ,,';' 

, 247.' Edison' s' request for attrition> .year 'plant: ·,addi.ti:ons for 
small NOx:' reduction proj'ects~ 'and 'for, nuclear' :desiqn:' ,doonnentation 
costs would expand the scope of GRCs byallowin9··individual:'plant 
additions·~'into, attrition.,; ye~,. rat~ base-:.'· I •• ~:,. -.' l"1.','1 -, ~ '~~ , .. : 

248·. In: ,0.82-12-0S5 the- Commiss.ion :rejec.ted,e;, simi'lar;request 
by:: Edison. "J. ~'~.'.' :., : i ';' .~, ' .. 

249. InclUSion of small NOx reduction projects and.:. nuclear:;, 
design: documentation costs,in, attrition'year .plant additions is 
unreasonable and should be denied. 'I.~·.;,.' . 

250. Edison and ORA· a9'%'eed: to ,use, sepa:rate attrition:~ year 
escalation factors, for: health' care; 'expenses iibut· they~ disa9'X'eed~, on 
the values of the escalation factors. '.' .:;, ~ . ",' :;. I:. ' 

. 251. Neither . Edison .nor ·DRAhas:'.made, the escalation. factor 
adjustments necessary to avoid, double~.co'\lntin9" ofihea:lth.~ care .. ~·,'~ 
escalation .. ···.. "1.,'" " • ':::-: 

2S2. , The" agreed:. upon. escalation o·f :'heal tho care'; expenses'. is·. 
unreasonable and should be denied.·.. . ... ;.; '0:;" .,: ... 

,253-..·. The summary of earnin9s. calculations 'set forth. ·in; 
Appendix 0 to- this decision are' reasonable .. andshoU'ld~) be adopted. 

,254.: The attrition calculatiOns- set·,. forth. in::Appendix>E to 
this decision are reasonable and· should': be., adopted;;.:· Var1ouS~\ « 
example inputs . to;. those calculations., should'j be:upd.ated':·when: Edison 
formally.requests revenue 'requirement',revisions' for:. the 1993: and 
1994 attrition years ..... , ,. ' , '~';'!' I ,t,," ~~" ,I ..... '. 

. ··v..... I,'" " ;' C ,"~ . ::> ._. ,,'~ f • 
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255.' :,The:.ALBRR .. of '$4, OI1.952-,:million;.,developed:~in Appendix 0 

to this decision covers Phase 1 revenue requirement, :.;i$ reasonable, 
and should be adopted I' effective"January:l,,'~19,9,2'''; :.:;:' . ';',:'. 

256. . The· revision,. to ';Edison/,s ;:ALBRR authorized';' i:n<tbis::;':::"" 

decision is justified. i' ,.'\, ",", '.', 
., ' ......... ~ ,,.t \ ,I " 

", '.," 
t. ' " ~',' 

257.~ .. Edison's 'management;.authorizes capital :budgets ,in::advance 
of individual~.project.justification forrefueling,~O&M'~costs at·· 
SONGS, for .plant·'additionsby·'APS:at':lPalo Verde,: and,:::for .. " .. "c 

information services.. .:) . :. '.,~' '.....' ,,:';' .':; .. : 
,258.: luits next .GRC Edison Jshould_,present ~testimony.·.on:.i.'ts 

management policies' and, practices for. :planning and::appr~vo.l'~of' .' 
capital proj-ects, as. discussed,in':Chapter 9 .ofthis·~:decis.i:on . 

. 259-. 'A.'S5-12-012. is the·.·:appropriate 'proceeding toconsider,:.~ 
disallowance of·OPV2. costs ... :.·· .'. ., .... ;. . "':: 

260.. In .its next GRC':Edison'should:report : total : capital-:.cos.ts 
for its HVDC expansion . project • . .. .. ': .,: . , ," " :.'~.: .;; ."',.~. :,:': .... 

261 •. :. It is reasonable.' to'.·continue .. memorandum(.:aceount ::tl:eatment 
of hazardous waste management costs, and to·extend·~this.:'ratemaking 
treatment· to costs to comply wi th:storm . water' discharge .'~ .;:- ~: 

regulations... .'.:"" '. :-;-'';: .: ., ,-:,;';.: .. ',J . '.' . 

262. Most Phase.l marginal ,cost .issues have.,been: . .res:olyecLin 
uncontested~. joint testimony:,recei ved .. ~. into .evidence 'as :.Exhibi't 113 
and Exhibit '117.,' " ... "" .," ',"t l '" .~.:: ',''':':, '.,' • 

. 2&3 •.. 'The '.joint testimony determined:calculation~methods:.~and: 
many inputs to. the .:calculations ~. ::Other' inputs. are.·determined,r:by. 
expenses adopted elsewhere in Phase 1. Marginal ener9Ycos~s. ·a1so 
depend on natural gas. prices adopted outside .thi$:.GRC~; ".' ':. 

264. Exhibit 113 clearly states that marginal eost:':.,;::.·:: ~,:: 

methodological issues' should '. be resol ved·;in ,'~GRCs" --and. ~,Phase ':1 is 
the forum for,marginal cost:i.ssues in this GRC~. :<:. '.:.~. ~;': .. :~,~ ,', .. ' 

265. ·,The. method for calculating .:the' ga$~priceshould '~:be: 
resolved in Phase 1 of this. GRC.,,:· . . . .... ..... ':.. ,::,' ".:::: .', 

... './ ~:, ,. 
,'".' 
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:., . 2'6,&.~', Interstate gasH'supply:::is -the, l:>est/:avaiJ:able'~'Proxy::for a 
m.:I.%'ginal gAS source. ',',' ~:':"~,:~"' .. ',:.::., r-;.::: ;',''':,;:: 

267. The three-part'.·construction, of"marginal" .. gas costs': 
proposed::by IU and used in, Edison"s~last,::ECAC'proceed:tng .is': 
reasonable and should be adopted. ::j.l, ...•• ' : ... , 

.' :.. 2&8 • Edison should perform::: a;,study'on:,minimum;marginaJ::: 
trans£ormercosts and :system efficiency:costs,. as"~requested.";by· ." 
TURN. A 'report should beeompleted','within.'sixmonths.':-,>:.·;, . ::,:: ",,', ~'. 

269. The marginal costs set forth in Appendix' 'F to;,this,,::'. 

deeisiona%e . reasonal:>leand, should .be:'adopted,.·:subject to :;:revisions 
for gas '-prices adoptecl'outside this proceeding'.'.. :. ,".':' .'" .' .... 

270 _workshops to determine data sets .: to be' 'used,' in 
construction of marginal costIERS,' were not necessa~,~in.th:i:s GRC. 

271. For purposes of this GRC,. Edison "s:ER9 O'barebones' ., -: 
resource plan,ac1justed ':to remove' forecasted '·OFs .and 'self";'; , .. : 
generation, is re~sonable and should' ·be'adopted. '.'" . ,.' 

• 

272. Edison's six-yearaverage'ERI is 0.&3, based on the 
adopted resource plan. -. , ,. • 

273. ORA" s fully built·resource.plan should also:;be "adopted, 
but without specified purpose. Use of the plan in future", 
cireumstances must be justified by the"user. ,; "f, " , 

.·:274. ~. Edison requestecl.oSM', funding for: 'rl):~-'lUorti'zation of 
1990 and 1991 costs, as authorized in D.90-08-068·;"·· (2), :,shared:' 
savings proqrams r . (3) modified expense',programs,,':C4 )<ordinary 
expense programs,. and ('5 )eap:i:talization:of ener9'Y-e£ £,icient "i" '" 
transfo:rmers.. :', :.~': -:':.:' .. :, :.:::': ~ .. " , 

275. OSM' policy issues should:;·be' 'considered;,in~the':OSM ...... '."", 

.. ,,\:; ~: 

27& •.... Edison"s 1'0 :'proposedpolieyprinciples.· are::vague;:.and~:·,: 
inadequately define'limits to utility DSM activities';';': ,;;'~ .;>,'., .~::: 

27·7 ~ ,ORA's 'proposedFEIP ,are: complicated andtoo':X'estrictive 
to account for changing circumstances.· . . .>.'" •. ".:' .. ,':. 

278. OSM bidding should be considered in the OSM rulemaking • 

• 
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279,.. 'rhe DSM·program~expense$ dis-ted ~i:n:·.column ~(:r) o£ ::.'r'able 7 
and .discussed. ,in Chapter'll ::0£ ·:this deeisionarerreasonable-:.-and:·, 
should, .oe:adopted. . " i' ,'.,'" ;."" :,:.::J":~",:;::,' •. _~ '. 

28,0.: .DSM. tes.t year. expense fundingo'f $14 0'~:8&0,.,m±11ioni'" ,in .;, 
1992 dollars is reasonable and. should :be adopted. - .:.. .. ,:;:. 

2a1~. DSM funding in test .. year:19 92 is more than ,.twice ;:the 
authorized:funding in test year, '1988,~ ,inconstant dollars'r,and '.2:7% 
higher than 1990 expenses authorized in 0.90-08-068 .• ··",. ': .. ,,' ' ' 

282. Within the direct assistance -program for· residential 
energy conservation, $6-0 0',00'0 shouldbe\. red.i-rectec:t:.fromresidential 
infiltration control, to ,.basic weatherizati:on.. . ;.:: "I,,~' ' .. 

283. Funds ,. for·:the Go-ldenCarrot program shou-ld :,not .be,: 

expended, untilsuperefficien.trefri-gerators are- shi.p~· .·in.to: 
Edison's service territory as a result of theprog.ram-.. <; ,:.".' 

284 • '·FUnds for " the Golden· Carrot program should :'not ,be: 
eligible ·for incentive payments. to. shareholders.", ;, " . ": '.. '. 

285. A&G expenses, including advertising",for,the comP4ct, 
fluorescent light' bulb- program: should ,not' exceed, 3:0% :of prO<]ram 
costs.. _;,~ .. ,: "',.",." .. " ,',.- ",,::,~; 'J;'., 

28& .. ···.In its March 1993.0SM ;annua1,report Ed.ison :-s:houl:d:~,:report 
on the cost-effectiveness, of test year residential\'ene:r9'Y;raudits'. 

287.' Ratep4yer fund.ing' ofa prog:rant .to- .p:romote:.residential TOO 
:rate schedules, is, unnecessary and 'should· be-,deni-ed·.~: .. ' ;}'.':.;,:.,~, 

288. Ed.ison' s requests· for,~:funding ,:tC>.promote ,residential., and 
nonresidentialoutcloor seeurity.ligh.ting, are-unreasonable .. ~and 
should be denied. ;~,', .. :_'~::":'::":; ,.~,:;:~,:, '~:',:_ :', \ '. '.':; 

28.9.,,' .Incentive payment ~caps might,.::lim.i.:t util-i.ty~pursu:i.t of 
. energy savings,opportunities .• . ··,,'~.·'r;.,.~'. :'.: .• ;";;,,,:~, ';':.~-,:.~"t';" '~'.: . ,", 

290.,0:0. ~an interim basis Edison . should: not ;lim~t~":'incentiv:e·,:J 
payments,. ,'but~the' issue should, be-:considered·in:, tbe:OSM :cu);emaking_ 

. 2.91.. Edison' $, request for:.$l-. OOO"million:.in. '~fund-ing:, :;for ... -; ~: 
miscellaneous conservation activities is unreasonable "and'cshou'ld' be 

denied • 
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. ·2.9 Z ... . Edison should :makeno.incen.t·i V~ ~;paymentS: for thermal 
energy storage' proj ects . wi th' forecast.'I'RC rat·:i:os :'\less· :than ; J::. 0' .. : i • 

293.. ORA's recommendation 'to cap thermal energytstorage~" 
1ncentive:payrnents:at SSO 'per:rkW is:unreasonableand:;;S:hould'~be 

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

294 ~·Policy issues. forutility;fuel ::substitutio'n';: load': 
·~retention;.and, load building programs should.beconsidered~'in'/the 

OSM rulemaking·- ,'. ',.,;~.J ":;'.', . 

. ,29',5.. ,. Ed.ison's request for funding:o£a program. to retrofit 
commercial' cooking' equipment :'is: ~;reasori'a1:>l~ ,:·and:.should:be;:-:adopted,. 
if the program is l.imited· ·to retrofits; ofQlectric"'equ'ipmen't~ 

29&. .' Edison"s requests 'for fundin~"of electric;induct:i:on 
mel t:i.ngand.,· i.nfrared.· cu-r:i.ngand. :cJ.:ying' p:rog:rams .aro:reasonc:ble ~<and 
should be approved.. " .' " . .;' .': <). : ,.;:. 

297'. ,·Ed.ison"'s· reques.t: for h'fundinq'"'of a'proqram .... \for dielectric 
heating in baking,. rubber /-' . and. "pharmaceutic.,:l ~operations "is:""" ". 

'. 

• 

reasonable' and 'should . be'adopted~ .. · ... , .. 1'::. .-:" " i,. • :: .: 

:Z9·S::.In its.March l:9:9:3DSH annualrepo'rt;Edison shou'ld·"report • 
on the cost-effec'tiveness of its dielectric heating program;; .'.:" 

29:9. Edison'"s.. requests.. for: fund:ing of, thre'e~load'::re'terition 
progrmnsare reasonable and' should· be .'approved.: ',. ,":; ...... . 

300'.. Edison"s proposed load build.'ing'programs'for ventless dry 
cleaning equipment, ozone' 'water ,treatment·,.,· and. coating':proeesses 
are . reasonable and should . be ~ approved. . .. ":~: . ":, I,:' " 

3:01 •. ·Edison·"'s. request: for fund'inq' of 'the·· electric :':chil:ler,' 
program is reasonable and should be adopted. . '." ' .... 

. ' 302· .. · ·Edison has the burden 0·£ proof',inits'nextgeneral rate 
case to show the cost-effectiveness ·of ·all load'retention and·.;J;oad 
build'ing" proqrams where· it: , is.' ~requestinq· ratepayer ,~fund.ing ;,; s: 

.' 3-03~'Edison should' cooperate- with ORA, CEC,'and .o·'ther,.·' .~:' I:, 

utilities todevelop.consensus,techniques:to-measu:eand.evaluate 
OSM '~programs" ' . ' ... ,-'~ ,:, .: .4 ,', 7.':' "' ': 
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·3"04. •. . It .:i.s: :reasonable .. toadopt· ..Edi:son."s·requested funding for 
. lTIeasw:ement:. and ·evalua.tion: activities ,·'(and.·~to. ,.de:fer.:·proqram: details 

to the OSM.· rulemakinq.. .... . , "~,':.-~".;~~,.'::':': .. "" 
30S. Edison should submit, in:its.".next, ·GRC.r·:·detailed·~:;< .,: 

assessments of economic,::environmental,:: and :anyother< claimed 
benefits of fuel substi.tution, .load:retention.' and":loaci builciinq.~ 
programs should" it seek to continueor·expandthese •. ·.progrmns. 

306. Edison shou'ld include in· its . next GRC,.cletailed·; 

environmental evaluation of the- . impact o·f technologies' it. chooses 
to promote, as described .tn·. this .. dec.is-ion.' I.~ ;; ::::.. ' .. 'j ..' '. <:. 

307. In its-March 19'9'3 annual IOSM .report,., Edison:. should submit 
a table indicating the source" and amount::of funding., for CTAC:~ :.' 

30S.It is reasonable. to reinstate the OSM' fund :.shiftinq rules 
ordered in '0.87-12-06.6, exceptthat.nor;funcls, should'· be· shifted · into 
programs for fuel substitution, load'retention, ·or load building 
nor may. funds be shifted amonq those.programs.· ' . .'; 

.. :. 309 .. ' A. OSl>t£und shifting-limitation: of $2'.5 ·mi:ll:i:on~should.be 
applied: to each GRC cycle'" ,,': ,,; <" .. "; ';' .> ,':;; ,'" ",; 

310. It is reasonable to authorize OSM .. fundinq"inereases ... in 
these circumstances:. (1) increases:',:shouldbea-llowed~ only: by 

separate application, (2) increased fundinq.'must,'be,. jus.ti:fiecJ.. .. ,by 
increased demand for . utility programs,:.and:-(-3)· shareholder:~: 
incentive~ .targets must be,adjusted :.to reflect .. the:·increased ".' " 
funding- ". . ' ... " .. ";, .. J;', .. ':. . ......... "~.:, ...... . 

311. Increased demand for utility.·~OSMpro9%'amsi:shou1.d:be'~· .. 
measured. by comparison of. part.i:cipation:>rates" ·with 'foreea:st;~ 
participation:. ,rates~';, .. ' .. ' '. '.: .. :.; .".>." ~ ':. ... ::,; .. ;-;,: ,,:::- :::'<~':;:~":'.,' 

3:12 _~' DSM:· pr09X'aIn .. savings areo .. generally: measured.'as the:: prod.uct 
of forecast'. saving-s per. ·.installed'unit; ·times'· recorded:::· installation 

.' ... 'n'1lXlibe-rs .. ,. ". -.- ... ',::' ':y -'., n.,,',"'".' ". ":,~Ol;""':~i';';\".~~;·: "-I'·:·).'~-; .~:(.>«>:_ ',',,-

313 _ The active parties agreed that shareholder incentiv&<~ 
payments: should be based. on :actual ,;' not· forecast,., installAtions • 

. \' ~ 
. '-.. ~ " . ' . 
"'-" # ,,'., ,,.' , .- ) 

~ .. ~. ,.,.., 

... -~ :.:20 &. -
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. 314..0n::an::.interim.; ,basis:>.until-: ~the: ··issue" 'can .be·:cons1'dered in 
. 'the'·OSM::ru1.emaking, Edi'son should ~calcuJ.ate;shareholderrlincentive 

payments based on foreeas.t unit savings, not' updated~: t:O:~:reflect: 
later measurementsof·:savings.· . "." . '.:~<:": 

· .3l5, ... Ed.ison should, substantiate OSM 'program· savings:,.used· to 
calculate shareholder incentive payments.' :.. .' ..... ,... :: .. :' ;'!.J .• ;:" 

.316., Incentiveproqrams which>benefit shareholders ,wi;thout· 
their making-capital investments ·a.re:reasonable .beeause they help 
overcome imperfections in the . market .for. energy. efficieney,~:' but 
ineentive programs may. not :be .permanent.. , .. .' .. :':.:',',J' 

317. It is. reasonable. to . depart from the· ris.k:"rewarcf."'standard 
in order to' overcome DSM: market imperfections." 

318 •. The- net benefits,·used 'as a basisforcalculation::;·of 
shareholder incentive payments should.be total resource benefits 
less the average of utility.costand' total' cost.,: '~,; .:".-: 

319. In its nextGRCEdison should .. present ·testimony.: on the 

• 

long run cost-effectiveness of ,util:ity DSM" efforts';::', with. specific 
attention to free riders and to marketplace Obstacles 'and>'progress • 
toward. overcoming th~.. :.' .. :. .::.~ '... .: .... ... .... . :: ...... :;' 

· 32'0.:' .. It is,. reasonable. to- adopt a program:' ·of. 'shared:~ savings.: 
shareholcler:

u 

incentives .. ' .:~ ;.,' ~ .,',~ .. ' ~ : .. ' t:; ,: < ' :'" l "'''~:'',I ';.~ ;~,',~';;,:~J" ~ 

32'1-. '. Edison' sproposed.modified: :expense ~proqrams.., :under:. which 
shareholder"incentive payments,'are: ,based: on: utility. expenses',:: not 
proqr~ savings, are reasonable for non-mandatory Oirect.A$&istance 
and Ener9':Y Management 'Service$._. ",' ::';,' ..~'::..:./'"":':, .. ;: ..... ,. 

322: •. ·tz'heinterim·incentive '·function.:· developed,:and: set':·£orth in 
Appendix G to this deCision is reasonable and:'should.;be·"(adopted~ 

. 3-2'~ . The,' incentive:: :functions:. propOsed .bY':Ed±son?tand DRA 

contain perverse incentives.associated':w±.th; hi.gh-.'inerementaJ.: .;f::' 

shareholder payments at trigger or cutoff values of achieved<~ener9Y 
• , ",' , '. ... , """ " ',1 1'" ... ~ ,~ saVJ.ngs. ': ... ' .,: .. . . . . , .,.' .. ' .'" . ,.:, ... ' .. 
. 324 ~ , The adopted, 'interim .incen.tive ::function 'offers :;;~~~ .\.;;'": 

(l) penalties for very low savings, (2) a zero-intercept for 

- -~, :.2,07- - • 
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savings,· (3)~ :·J;ow incremental. incentive rates ;.a.t very ,'.tow ,an:d: very 
.high'savings, '(4): greatly inc%eased incentive rates:-nearf forecast 

savings.,:·and .(5·) .·smooth· trans.itions ·between·:the.:~i£ferent ,:s'avings 
1,( ,I _ 

.,., ' 

' .. regions. 

325. We' ,do .not'endorse·pre-specified· savings .:.with: respect to 
customized rebates as theyare;:incorporated~in ·.the:Edison:;resource 
benefit data we use herein. . ":.:'; 

. ' 32'6. .'A,reasonable ,interim' basis. ;for : determing:; shareh~J:'der 
incentive payments is:. energybenef.its;:~less:,the, aver~9e:(,of:~, .:<' 

utility costs and total ,cos·ts.:,', '< ,' ........... -... • •• ::,.,'.~ 

327. A reasonable interim incentive target.foX:::I_s.hareholder,:~ 
rewards is utility expenses:. for eligible programs.-::::times authorized 
rate of, return.', ...... , .. ..0:'. :'C": :.<: .. , T ,:'.~ ..... :.;.:':;. ~:::)$: • "':' . . . ' 

328. Shareholder DSM incentives. ,(should 'be ::awaxded~;'before:"'" ,'" 
payment of income t4xes.. ,; ',. :' ~)' .:;;. ....... :: .. ~: ... ;<.:./:~ .,;:':: .. , ,.' 

,,329. . In'response .. to":',.enactment·of PO .. ·Code"S·70·1 .. }~i,: ~Edison' has 
agreed .. to withdraw ,its . cu~tomer.('incenti ve . payment cat> and,,:to: .seek 
to expand its DSM programs. where::cost-ef.fective,opportunit·ies)·.are 
identified. . ,. ..', .' J ., • :.' ,: " , ;.; '.:;: ::,'':: • ;- :." 

330. Prudency reviews ofDSM .expenditures·;,are,"noW'. and··,.should 
continue to .,be made on· a forecast·bas.is.. •. ..., ":" G 

. 331. . The. record . e~idence ,:does ,not ~support, NRDC~s conc 1 uS'ion~ 
that Edison'S DSM efforts,do.not,duplicate-::the:·efforts :of~an~ other 
entity.":,' . ,) ,< ':," '.' . .:: .. ;':":-. ::,' ; i: C".' ' . 

. . 332. '. CuS:tomer ~ responses.to· energy: prices ,are'.,~limited!cby.market 
imperfections",.,but those responses demonstrate that entities: .other 
than utilities.are exploiting. cost-effective, conservation ;'and 
.improvements<.in"the.·effieiency of,.'energy .... use .... '. ,',,, ',.I"::; ).::' \"'.'~.~' .. :'~ ... ," " 

; 333w. Although both .utilities and';'otherentitiesr;are ,exploiting 
conservation opportunities",: there: is.,no· evidence. on~ the.recor.d: ':', 
abOut their pursuit .of. thesame:opportunities. ~,:·';·.I:'~' 

334.. It is reasonable for Edison to remove $13 .. 449 mill:ion:J·in 
historical expenses for electric transportation under RD&D .. 
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" 33'5,.· :.In '·:Lts next· GRC Edison::;sholild'present a.::.DSMrcomparison. 
exhibi~ which sets. forth' the posit'ions of::al,l·idctiveDSM-·,p4rties. 

3"3'0';' - It, is-not -rea-sonable·to .:·requ±rethatA&G : expenses :~in . a.ll 
of Edison's DSM programs be limited to 30% of program costs;:": . " 

33-7. . until the ,is.sue is -cons ide red ~: in the .: DSM ~,;ru·lemak.:i:rig, 1'RC 
calculations. should continue:toexc,J;ude' customer. incentives:t . ..as:~..,.. 
cost. ','. :. ~.; ~ ,.; t" 

. 33S.~ -Edison and·,its-affilia.tes. :are';autnor;i;zed-.to "own;:up to 50% 

of OF··projects wh.ich sell· power to ":Edison. ,. .. . .. : .'.(~>:. ')',' . .:; ... .:/ .... 

339. Affiliate OF projects prov.i:de.more -:that '.4 0:%, 0'£ the ··OF: 
generation, . purchased by Edison';,:' ,,,,',' ~..'. -," - . ';''::. 

"34 O.DRA : recommended that .·the cCoxmnission' impose ~:a4.0 ·.basis· ".: 
point ROE penalty on Edison for failure to comply.wi~~'Commission 
regul:a.tions- reg4rding:4ffil:iate ·OFs;,:,· .:: ,. '. .>'~ : .. 

341. 1'he recommended penalty is separated into ~- a ZO~ bas.is' 
point: penalty .for . repeated fail"U-re.to l1>rovide :infOX'mation "regarding 
affiliates.· dnd a 20 basis point .penal:ty:.for. anticompetitive··· 
favoritism :of·· affiliate-QFs over·nondff·i:l,idtes.: -:;..~. . .... ;': .. <~' 

342. Taken together the penalties would reduce tes~:year 
revenue requirement by $3:S·~9~·m·ill.ion.;. ., ....... . . .~ , 

343. In D.82-12-055· the Commiss.ion pen~lized· Edison' ·lO:bas.is 
points>.for twO:·,years forfailure,·~to· comply with"Comm'i'ssion:policies 
on prieingof·QF contracts. ·at ··full)"avo'ided~eostS::·" . :':- .. :): 

344. Disallowances are denials of rate recovery for .':­
unreasonable costs, whether~thoseeos.ts;areordina:ry:~experise·s, 

. capital :costs,or costs induced:' by'unreasonable::,forec-as.t$';': .. ,<" 

345.:> Penalties are :pun.i:shments,for offense~vor:llct:LOnS-
contrary to. statute, order~ rule r' instruction,''':or' expres.s'· po.l:iey. 

3:4.&. Adverse . consequences. to, shareholders;' due/to ·Comm£S:Sion 
decisions or:' d"isaJ:·lowances.;·are not'·penalties .. · : >;',',C , .. : '.""~"." .-. 

347. The KRCC ·d'isall;owanceordered',:.:in,J).9·O.-0;9~-:O·SS:.was. not,'.a;· 

penalty.· 

• 

• 
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34 S •. : The.Commis.sion "'s ,denial '.'of Edison ':50 ·.proposed.:-merq'er :.with 
SDG&E in D.91-05-028 was not a penalty>-: ,.,. ,.', ,.:;, , .. ,;"C' ... >,:-:.;': ./' 

. 34,9.. . Separate penalties 'and disallowances. : are· ·pos:s ibJ:e- "in 
response to the same utility.bebavior~· ." ... .. ~C~~;':J . 

3S0.. The· Commission:should·not· refuse to order a: ':justified 
penaltybeeause of the financial community' sanxiety :about-'adverse 
consequences to shareholders •. ' '" .,'; :-.:;; .... ; ".~., .:: 

351. 'Edison. has failedto··followCommis.sioninstruct:ions ~ " 
regarding,::provision of information in the, KRCC ."reasonablenes.s,~ ::; .' 
review"and"the':merger 'proceedinq.;:·.',:' d';"'" • 'i,~ ,).' , ,.:,' .. : 

352-:.' Edison: has' failed,,·to . meet· clear standards "of ,'behavior::for 
provision of info:cmation. :.": :.,.,. "'»~::: :::.,~ ~:;;~. 

353. If information disputes similar to those,' in·,:the.::KRCC":and 
merger:proceed1ngs· should be"'repeated~:::in: future ,':ECAC~.reasonableness 
reViews, DRA should submit additional testimony on: replacement : .... ,. 
power costs,· AS if the disputed ·a·ffiliAte·QF contrActs: did not 
exist., " ,," .. ' . . '.' ,.'! .,.:.;~:.. ,:: ", '" 

354; :"An ROE penalty is: an. appropriate:regulatory:'xesponse to 
affiliate'.QF'favoritism.; ". :, ' .,.VI .. ,:--:'.'·:~'·':'"' 

35S..DRA"s~·evidence of·.favoritism..:.is' circwnstan-ci-al: .. :<,:::' ,: .,' 

'.: 356,;. In this' proceeding an ROE' penalty.: for:favoritism;':sho·uld 
be supported by.evidence o·f favoritism· in "the negotiation,:· ..J 

execution, or administration-of more- ,thAn,.one affiliate OF 
contract. • ., I . ~ 

't ", ..... 

·357. During the reviewperiod::,consideredinA .. SS-02-0l6, 
Edison unfairly favored KRee' over nonaffiliate'QFs.' ":- ," , 

, 358~· . The evidence in: this.~ GRC.isiinsufficient to, find that 
Edison unfairly fAvored Sycamore and Arco-Watson""over nonAffiliate 
QFs. . , : , . ,';--" ' .. :, ':' ... ,:./'::,' ;;.:. .. ,J> 

.. ' ''359 ~The evidence in:this,'GRC:,.'is· insufficient. to:~,find;,more~ 
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 

,. -.:.2'10--
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,found," in the, xe,asonablenes.s review;:phase,'of;A~.89·-05-06"4" :.; ;,,~ 
A.90-06-001, and A.91-05-0S,O,~ ... '/.~ .\:. ,:,~ :"-, >."~ .'J~>~·"··~'(?-I.<:.·~ .. :-;~. ~>_-<.\,!'.:: 

3&1- Edison should,.protect ratepayers: from·exces.sive ,:~costs for 
QF purchases and should promote ,QF:;development _" " ... ' ':.' , "',: ':,~>,~. ~: 

362 ... In its current consolidated ECAC, reasonableness",reviews 

Edison .should' submit additional testimony on: . (cl)""incremental base 
rate O&M costs of shortening refueling outages, ,and (2), :incremental 
replacement., power costs associated,wi th . extending,;· refueling,: 
outages .. ·DRA should have the opportunity to serve' responsive: 
testimony. This additional tes.timony is, necessary ·for,·.the .... · 
Commi-ssion ,to:. review the reasonableness . of . replacement power costs 
during refueling outages. . " ;':~~.:: ... \"";,.' 

Conclusi9ns~w, 
, , 

.: ... '! (" 

" I ~ ,_ '~_ 

,1.', Phase'l of 'this_GRC~has'been conducted":according~to,the 
Rate' Case ,Plan .. "''-' .' '. ,/):,: .,,/",' ,'::""' .. , ,,,,,: 

2_, Sales and customer~forecasts:. should be revisited in'. >. 

Phase 2, for revenue allocation and rate design purposes. .,_ . 
,l..:Edison should~continue ,to' .pursue, aggresive;,:cost ~,,':: 

containment goals, and it is reasonable to assignSO%','of:texpected 
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 .bene£it of ratepayers-.'. H'" '/::C:.'.: : 

4.. Utilities that ,operate nuclear power plants are_~.required 
to pay fees which are set by the NRC. .~. ,-, '-' ,,. ,. 

• • •• ~' • I " ,,' • 

5. : Edison should:beordered ·to·performAnother'::zone,~of 
reasonableness study. for nuclear O&M. expenses in its:. next GRC;,. 

&.. Edison"s O&Mexpenses at, SONGS' l. should':be~,authorized 
. subject 'to refund." ... '.,',': .. '. " ........ -,,',', " .:' 

.... '" •• ' ~I .~, __ .. ' A' • ~ •• ', ,'. .,' < .... 

7. Edison should be ordered to: (1) remove from its ALBRR 
the' O&M.:and· capital-related expenses;-.for Yuma Axis,· ·and (2.):remove 

_ .... 
.. . t, 

- -',~. .., 

- -:..j 2:11- -
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from ,rate base -the ,plant' in' ,service andd:epreeiation:;reserve- for 
Yuma.'Axis.., :effective on,.:,the:date, the proposedsale',of-;~~'AxiS:J,~to 

, ' 

I IO is completed.. ' ," ,-: ,,:, '\ ,: ',," .' , ".' ,,' ):) l':~ 'w ,':. ,-:, ':;' , ("" 

8'. :,Ed'ison should. ,not De',author;Czed' to- "recover '1:993. ~a:nd 1994 
'WMBE expenses which aJ:'e based' 'on "the testyear'expenses'),,authorized 
in this decision. Expenses..for .thoseyearsshou-ld'be,recoveredby 
separate application in-a generic proceeding •. ", -, ,:_" ~:.:.' . , .'. 

9.. FASB Statement of Financial, -Accounting .. Stan:dardsJ;NC>~'"J;06 
requires: that Edison must accrue ,PBOPliabilitiee,-while employees 
earn ,the benefits, effective January 1,,. '19'9'3. . ,I~" ,. 

10-. Use of union employeePBO? :U.abilities,·_to,calculate-, 
S 401 (h) contributions is not' ,unfair-tO' union. ,workers:.;.', ,';: ':;;. , 

. "ll., The PBOP memorandum -account·:,preserves-;Edison.'s . '~-. 
opportunity'to recover reasonable PBOP'costs in ,·rates .... -" , " 

12. In 0.83-12-068, O .. S4-0'S-10'O,.'and 0 .. 89:-12-0S7.-,-:the'­
Commission es.tabl i shed- standards-forexcepti:onsto the'ruJ.:e:that 
utility plant in rate base 'must be used . and use£ul,.'(';,:, 

13. Edison should be ordered, .to .:establish'd"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 pl:ant~,'fo:r ,-
periods-in excess of six months':i' ,~~~ .. ):-. '/~ ,,<~ ,,' -:,,',' .. :;;:': 

'·",l5. ... : Confirmatory'Action-Letters: from"the-:NRC,ue ~not' ""~'". 
governmental orders. . ~:")::;""'~':::;!;<~-~ ', .. 

. 16._-Capitali~tion. ~of '·any.199"Oi' -and ,::19-9'1' software" expenditures 
could.be 'retroactive ratemaking .. ,;.. ....... " ., ... , ,.,:,:;'., './i~ r:.,::; .... J:::-...... '.: .. , 

: .. ~:. 1"h.: ,.In 0 .;:S2-12-00S <and 0:.;8:3·-l::2--06,8-:,the .Commi:ss'l;on es.t'ablished 
9Uidelines,".forcapital:i~tion'of,·.RD&J):expenditw:es-. ,,:;:. ". ::;:':/'~::; 

18 • Capitalization of RD&O expenditures ;from :years; ~px:ior ,.to 
1992' would· be retroaetive- ra.temaking,:.unless, those: expenditures 
qualify for capitdl'ization ;,under" theestablishedqu±delines :and' .. the 
expenditures were clearly not for activities. antie-i-pated·-in:. ~RD&,O' 
funding previously authorized by the Commission • 

..- :~2I2 .. -
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.. ,--,' 

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

19. . ,.,Edison . may '.£ile .. in. this -:p:coceed·j:ng. I ... add;i tional,.information 
.'. to. substantiate its request for capi'"'tal1:zation· ,of'·RD&DprO'jects,'.~ 
which have received expense treatment at this time,.>, >-;; .;:~) ~'.: 

.20.::. InD .. 87-12-066, :,Conclusion: 00£, Law :71, the· Commission 
author.ized rate- recovery 0'£ expenditu-res. for electric ... C·,: ' 

transportation RD&D proj ects· to .$10'0,000 per' year. I • . 'J : .' .: 

21. Conclusion o£Law, 7.1: inD .• 87-12-066'needs to: J~e,: 
considered in context .of RD&D .. fundshift:tng> rules .. ' '.,,'; 

22'. The-.recoveryin testyear.rates' .. 0£ 1988 .throu-qh".1991\ 
electric transportation ,RD&O expenditures in excess' 0,f·,:$10·0·',000 per 

year.isinappropriate..The retentioIto.f any such' expenditures 
already recovered,. in rates.:isalloweci.···,,· ", .... 

23. For purposes oftestyear·forecasts. in its,next :GRC, 
Edison should· remove $13,.44.9:, million :.in. his,toricalexpenses;':for:: 
electric transportationunder·RD&D· • . 

24 .. '. The' SONGS1.cost cap ordered .in' 1>.85-12'-0'24' applies. only 

to the 35 projects identified in the"cost-effectiveness': 
calculations that supported_the cap.~ :~ ... ,. ", 

25. For' the purpose of· ';determining:' compliance .wi th: the·,-cost 
cap,.. Edison. is not authorized.to substitute otherproj:ects..for the 
35iden.tified·projects. . '.' ',' ., .. '.";;', : '.:'.',: >.::" " 

26. Cos't.s necessary to completeunf:inished' work. wi.thin ... ,the 35 
identifiedproj~eets should not :b&,.-X'ecovered:in: 'rates, ~unti!: .. ',the work 
is completed. ' . ·,~··~,·.:~u;,r:::, ".':': 

27'., Nocos'tS; for projects . other . than .the:3's...identif.:i:ed 
projects can be included in' rate .base until; they:ax:e ~.:j,u:st±f.ied .. ·.:> 

2S:..'rhe NRC has the ; authority. tOo order 'plant ':.mod'ifications at 
SONGS 1, but it does:.not.'have.'the~authority,to'.order ;rate-,:ceeo:very 

o.funjusti£ied costs ... _~;.·;;~., ,.,,' ..... ' ,,': . ~ ~ ... '.' ,: :;..:', , ' .. '. 
'. ·.Z9:-'l'he, disputed .$32".96·0 ;million. should:be" removed : .. from. ::'J;'9'91 

plant additiotJ.S.,:because :'the mod±f,icationsauthorized ':in <~ i.., <.:) 

O..,S.S-12-0:Z4~:are':not completed ... ,'-', .:':;,' ., ',,, ,,' ',; ',',; '''·,:·,C.::'''':':'·,:X':' 

• 

• 
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.: _ 30.. Edison should . be, authorized, to return the·;$S2. 9·60:' million 
t<> ,plant. in· service upon a . showing. :th4t<the (mod.'ifiea.tions)""·v~~ ,)!~:'j'; 
authorized .in- 0.85-12-02'4. have .been, :completed~.·.· jU~~· .. ·V'>, ::-." '.'::" 

.3.1 .. Edision' may, in:th'is: proceeding;:: .make . a. filing-; to·:;:· .. · ;., . 
demonstrate the cost effectivenesS': of. preV'i:ously unjustified SONGS· 

1 costs. for any NRC replacement· work ,:done' .vul:'ing fueJ..cycJ:es.: 9';10, 
and 11· .. · ...' . . ..... :.: .. 

32. Edison should be'authorizeci, to .establish.a:memorandum;:~ 

account .. to record the capital-related revenue, requirement. :for the 
costs of. transmission. lines .and other· facilit'ies which: were ,,' .... 
allocated to.:Cal Energy in·I)· .. 9"0-0'S'-0"59· •.. ;:, '. ,.,..;'., :.;. :;::'~: 

33... In 0.87-12-0&&,. Append.'iX':S:, ·the Commission.established 
guicielinesfor. PHFU.; ..••.. "'." :~,~ '. " . . . 

34. Nuclear ciesign· ciocumentation ·expenditures.·,'.should ·not·be 
.. capitalized·,,:l:>ut they can ,be treateci"as ,(deferred debits •. ','.' 

3S-. .. Deferred debits' :can:' be' included in' rate.:· base :if. the::·, :,~ 
expenditures are justified. .;.~>::.:::, ::; .... ,."'.:;.-:;:r::',., 

.3& ... ·EciisoIt must enforce late payment charges:fa:irly. and 
uniformly, in accordance·,·with: ·filed··tariffs.,:. . .' ,', ... , , ",,:': .. ' 

37 ..... Edisonshould.be,·ordered to,:present testimony in~~ its next 
GRC on nuclear deeonunl.ssioning tX'Ust;'fund earnings ,rate and.: , 
contingency: factor. /'.,,: , .... .. . .... ,'~:~~.- ,' .. ,": 

" 3.8-. Edison, ,should beordered:,to: .improve". its;; showings on.:··the 

ratemaking.~ .treatment ofRO&D: costs.· ...... ,,... 

3.9. '~Edison should. be.'.orderedto undergo< a: .. f.inancial~. audit·of 
its 1988 through 1992 RO&I) activities. The audit should be>: ./:':. 'J. 

coordinated by CACD" ·at Edison':s expense~~.,Afinal::report, should be 

completed by,June3.0#199·3.·:· ... ~· ' .. '.~' '"':~.:;.::. :./.,:,:.:, .. ,:":.":,~,; 
40. The RO&D funding ranges ordered in D.90-0'9-04S·~ido·;not· ,":', 

apply to this GRC. ': :~ , ~. "';',.: ;" '. ).v ;:~!: ." ,; 
>' 41. " The. RD&D" fund:' sh.i.fting:. rules: .. ' discussed,'.' incChapteri:.: S, 

Section,' 8.1 should be, authorized" •. ; 
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~. ",'1 '_ Ii - ... ,. , :\ 

, '.,' . 42';., ,Edison should be ordered: ,'to establish an"interest: bearing 
memorandunt, account ,to ' record 'alJ.;Jroyal ties.,:' ',licensing ::fees:,.:' ,and; " 
other revenues attributal::l'le'-:-to Edison/'s ·RD&D :programs... ::"·The·'account 
balance should be, returned to·' ratepayers, in' Edison'"$. ;next,GRC. 

43. Edison should' be authorized .to·,include: in:its.'·MAACtariff 
SCR technology at Alami tos6 , . as. discussed' in 'this: ,decis.ion;~ . 

44. Edison should be authorized to seek 1993 and 1994· 
attrition adjustments by advice filings_ .-,' . ~~;:. 

45. ' Edison should be ordered ·,to, :file. forecas.ts.of<off-system 
sales revenues and revenue consolidation tablea in, future· GRCs:, ", 
ECAC proceedings, and other proceedings. in' which rates.: are: revised .. 

46. Edison's next GRC should be"filed: for a,:·199'S.. test year, 
based on recorded operations through 1992. The GRC shouJ:d::be 
processed.. according to the Rate",Case· ·Plan:.' \,. ~, . ,~' ,~' 

47 •. Edison should be ordered to'presen1;'testimonY'in: its'next 
GRC on its management policies and practicesJ .. for planning· and 

• 

approval of capital projects. ."., , .... 
4,8. "Edison should: ,be . ordered:. to report on total: :experiCli tures • 

for the HVDC expansion project· in its: next:'GRC~'" .... \ '/ : .. :,~." 
49. Edison'S authorityformemorandum . .aeeount treatm'ent of 

hazardous waste expenses,' ordered: in' Decisions'8·'·-J:Z-06:6;;·:· .~ ,:' 
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 d'i5charqe .. :,' 
regulatiOnS-promulgated by the U .. 'S.> Envirorunental" Protection 
Agency., r "I. :,~,:: J ' 

50. Edison should be ordered.'to perform·, a .. '!$tudy on:'m'in'im'Ul'lG) 
marginal transformer costs and system efficiencyeo·st·s:~ a8-;:':',":":;; 

requesteci,_ by- '1'ORN .. . "' .. " ,-; ; 

51. IER workshops were not necessary in pnas'el.·:· '):~' ., ':::, 
52·.' CAC» should. be authorized to determine,·,·theneed· and 

scheduling for workshops to determine'.data sets ,to: be used:~'in' '~"!:; 
construction of marginal cost IERs or QF payment IERs. 
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5.3,_ ':Eclison should· ,be ordered::-:,to report:,on the:.cost-:::' 
.' effeetivenesS- of test year.~res.identia1~·'lenerqy, aud:its w).its.TIMarch 

199,3 DSM annual report. '" ", <.' :'~":"'~""'; ,;:":.,':',,,; >',';,:''::' 

54. Edison should be ordered to report on the eost-,\,:,>,.~:: '.' 
effectiveness of its tes.t year'fue1 substitution::prO<]X'aIns.in its 
March 1993 DSM annual report.. .,,:~, .~ I." :~-~".t;.L'~~"~"~'~ 

55"0 Edison should be .ordered:t<>:'.submit ,in, its-"next, GRC 
, " 

detailed assessments of eeonomic, environmental:, •. and,.,any,;::"o:ther;,I, 
.. claimed-benefits for fue1~substitution·'i,load,.retention and.:: load 
building programs should it seek to: eontinuEt.:. or:. expand,,: these,:.' :".~.: 
programs.. ,... ,. ' ... , I,. .,: ,.. . ~' 

5-6. Edison should be~·ordered, ,to: inc1ude::in·~,its, next, GRC,.' 
detailed environmental evaluations·of the. impac,t of'i.the-, (J.~ :.1 

.~ '- I , 

technologies..-, it ehooses to- promote., as,.decribed" in·~,this decision. 
S7 .. , In.' its March, 199.3- annual OSM:report"Edisol'!-:should::be-:; 

ordered to submit a table indieating:·the,source:.and: amount:·o'f .. 
funding for CTAC. .~. I .•. .'. '. I .~ ... <~ ',.~ I .. , 

58.. . Edison. should· be-, ordered· to·( show,:. the:,: cos·t-ef fecti veness 
of all load:, retention/load::: building:' programs in. its next:·: GRC,.1£" it 
requests_,ratepayer funding .. , .<:' .~:. ",:,,~ ,~.,', ;~'.:"''''' I ',,1 :' •• i. _¥.:',: C:) ,":(~:' .. :'~~: ..... ;I'\O 

S9. Lobbying expenses should be borne by shareholders,,'.~not 
'" ratepayers. ' , ' .'. I ",,~, .' •• '::: • ,': ~ 

.60 ... , Edison.'s. OSM. fund:.: shi·fting~·ru1es, ordered:~:in O· ... S7~.1,2-0,66-
should be reinstated, except that no funds should be shif,tecl::;·into, 
programs for, fuel substitution, ;·lOAd, ,retention, or" ,l.oad building 0 

61. Edison-·. should.,be: ordered.:, to':-present testimonyin.~ its .. next 
GRC. on the long.: run cost-effectiveness, of., utili~yDSM'proqrams, 
with specific attention to free riders. and to~:·marketplace·,obs.:tacles 
and progress·, toward overcoming them. 

I .~. , 

62,. . .. Edison, should-be authorized, to recover from, ra.tepayers 
incentive payments to shareholders based on ,shared· .... sayings::: from" 
eli-gib-1e DSM'.proqrams. :., ." , ...... ::.:)':::::.,':.\ :1'; 

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

--'~ 2'16.-
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63.,~ .Edison should'be ordered::..to specify: all')underly'ing 
'assump-tions and~ calculations.: for::, its'; total resource:: on,": costst

, 'on' all 

shared savings programs approved herein, subject to·:Cornnii:srsion.:" 
approval ~ .• J ' ' .. , ,.' ... " 

," . ,. "','} .~ .. ) 

'64. ,The"shared,savings incentive payments to shareholders:' 
authorized in this decision are justif'ied:;. ",,' ~" .. ..",/0, 

" &5.'· :: The shared, savings:' program':: authorized in this deeision is 
just . and, reasonable. ,.,'. '". '- . ", ~ .. ' :.;,,-, " 

., &&: ~ The' adopted· shared, savings:' program:' is cons:istent:',wi th:· the 
reqtli.rements of PU Cocle ··S~ 146<~;~' ._, \ . ',. ", '\t~ ~:,,"" ~! ,''', ... ~;'.~ .... ,." 

67. PU Code S 701.1 must be considered along with, PU"Cod&~. 
SS 451, '4'54, and: 728" which:reqtlire':just and,: reasonable rates, and 

other ratepayer protection objectives~ '," • • ." •• ,.... • "' ,~ .. J. ""'," " 
L , ',~ e,J_ .'-. • 

68:.' Absent evidence ·/on"whieh- conservation:' opportun'i ties' are . 
exploited: by: Edison· and other entities,'Edison;'s obligations to 
seek~to-exploit· conservation:-'and: efficiency improvements under,,:··' 
PU Code S 701.1 are uncertain. ,:','.'':'::, '':':,1,: :J:.,:':'::" 

. 6-9=:' Authorization· for rate"; recove:ry:of'; reasonable DSM 
expenses"and other DSM actions, ' taken.::. by .. the·Commiss"ion,·in this,:,u 
decision do not in any way hinder Edison, from compl'iance:!with~ .~, 

PO:CodeS·70·1-;.:L, ., ',"'.' , .. ~;::,:;.. )', 

70. Edison should be ordered to present in its nextVGRC'; ,a·;DSM 
QOmparison exhibit· which sets·,~ forth·~ the:;positions',:' 0$'<0.11· aeti ve DSM 
'pdrties: •. 
" ".; .. 71'~ 
penalize ut"ilities byreduction:'of;:~rate-'of: return'~;~ ... :::;:.' ,:2 

. "72'·:':'; The: ROE-- penalties" proposed~: by" DRAO:-would;) not unfa'i'r1y:;'~: 
dupl:icate other-penalties. '-:<',.',,:.',.: '-'-,-:- .. :,:', 'J .•. ',: ','.\-:;:;~:::;.;.; 

73. Commission instructi.ons in: D-~ 82'-0'1-10:3· ... ' and::: D~'a:a~·1,2-0'&3 
set'.. clear-~, standards.:: for provision: o,£.· informat;ion;: on, n'onst'andard 

, , . 
affiliate QF·contracts'; . , .. ' . , ... ,;'::,;·:,v.-,,~' ,,',,;;:;:.:':/J":.~ 

74. A reduction in authorized ROE is· not:::t'he-:mostef.fec.tive 
penalty for failure to provide information. 
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• _,". l \'" 

7 5 • In Commission: applieations~,;, '£a±lU:r~:to 'provide .;::. 
information is fund'~entailY':e'" faiiu~e;'to:' meet~the; '.b'u~den of proof. 

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

76. In the KRCC reasonableness review and the merger 
proceeding Edison has not.",me,t: th~c:fear standardsof'j:)eha"':ior for 

. .,' ." .• c J ~. / '.' , • • : • ~ I '.c.' , ' , 

provision of information. ',,"... '" ~"., 

77. COmmission instructions in ,.D.S:2:-:-01-l03, set .clear. 
, , .. ' . ' . ~ .. ,."" .", _. . • ~ '. '. +-' 

standards for evaluation of nonstandard .. QF' contracts.;.., ',,; 
78. " The record in this,. proceeding .. should remain .open. to 

consider t~e' C~mmiSs.io~,~Sd~~is,ion.:"on .·re'~s.~~abl~~e~~, is.s?~~ .~p.',. " 
.A.89-0S-064, A.90-06-001, and,A.91-0S,,:,OSO, and .theimpact ,of. those 

•• •• - , •• " • '.".' •• ",' " •• ,,' 'j" ... 

issues on ORA's proposed penalty for favoritism. '" . ,.,' ;. :; '0' 

79 . Edison's obligations to.bar,gain in good faith with QFs 
include. theobligat'ion .to i~form all; Qrs _of, te~ ,:and,::~ondi.tions .. 

- . I... '- _.. .~ ,"~' "",. ,,' . ,', I,·.f' _ ".,1> "." 

that Edison has made available to other QFs.,affiliated., or .. 
" I..J ' .... ~ • " . " t. " h 1, " 4 I. ", 

nonaffiliated. .:i'" ""':'" . ' ';.:,;:; .:;:~ • :; 

80. Edison's proposed, semiannual, report to the CommiSSion" 
" '" \" " -' ,.' ? I .,+ • '" ' ., ~..", ", "' '. • \ " ,', ' • 

would. not fulfill that.obliga,tioI,l_:. ,'" ':.,""', "',:: .. : ..... . 
81 .•. Edison should, be"ordered to, serve additional. testimony in 

,its.cunent consolidat~~ ECA~. ~easo~~.lene~sr~~ie~~~:·T'~I,l:· ~;';';:)' ' 
( 1) incremental base rate O&M costs of shortening refueling ".' " 

~ '" ,I •. ' '. , ... '.' , 

outages, and (2,) incremental ,replacement, power. ,co,sts ,assoc;iated 
.• • ,. • • ,.' , , '-. • '. I .,' • ." • ~." , , .. ~ ~ •. ' .', '" .. .1 

with extending refueling outages. .DRAshould, have .. the opportunity 
_ • ; , , ,.,' 'L • .."." ~ •. < ? ' 

to se~e ~es~nsive tes1:,imo~y., .... . ,,' ... , ,,;',' 
82., This decision. should ,become effective. today, .. so, that ,test 

year r,e~e~ue ~equireme'nt. ,~ill bec~~e. ··~f£e~ti~e,::r~:~'u~~.i,~ '£9"92. "; 
'. '. I •• ... ' I • " ~ ~. ' ,. , \~.-' • '~. I" .... ' ,.I 'r' " ..,' 

.. ' ",", '. "'" . ... ,'. .. ; 
F011RTB lm'ERIK ORDER. ",-
, . . ~ ~ ,. ' 

,. IT IS. ORDERED ,that.::," ::;:; . , .. , '".: ... ,; .:,,; .. :.:' 
1 •. Southern California Edison Company (Edison),. shall.l" on, or 

before Oece.r, 26, 19'91,fil~' ,wi~h. ,th£s-commissi'o~' r~vi~e~~::t'~r,i:f£ 
, , , " ~. • • "'J ,~ ,... ,.' ".. I' ~, .. ¥ C",,'. " ~" (~, " .. , .. ., .... "'l' ,< ". ',. ':, ,,~, ,,,'.~ • I , .. ' 

sheets which: 
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4. ·.%'evise -:its,"Authorized):Level'of, Base':,Rate ',';', 
~:6:~~~;n~s, set:io~h.i~ App~n~&:':D~():thi~ ,:.;: ,.; (,:-:G ' " 

.)r- .. ~,'I· ',", ,',"" ~." ',,~ '1,':. -"')'1'" ")"'.' ,,.~, 1 .... ,~., 
., ." 

b.revise its Preliminary Statement, to, include, the ' __ , . 
"shared"savings incentive progr'am' author'£z'ecl in ." 

c. 

this decision: and " ':',~ ': :.""::' ,";, ,~:l,,: ' 

make other re-vls'ions as necessary to: 'compiy;~) 
with.this-interim: order." -. , .... ' ,.' ' .. ' , .".' ~, "-. 

'. j ' .... i ~. I." 

2. The revised; ·tari"ff 'pages: shall' become:':effectlve: ::~'~ 
• , • N ,-', , .'. , " ~ • .'. '. 'I "', " "',,1", ",,'.. "i' ' l··' ',,'" 

January 1, '19"92' and' shall comply w.i:th General Order' 96"';;A.~-·The ' , 
revised tariffs shall' apply to :~e'~ice rendered·;'~·i1 /or'd£t-~r' ·t.h~ir 
effective date. 

", ':_ t • \, "~I ,. ... ~., , • '>" • 1 .' •• /', ~.; , : •• ~' ,'.' ,,' , • 

. '"'3~' Eciison shall incorporate 'the' "revised Aut.horized' Level of 
Base ~te 'Revenue into rates ordered~.inthe 'revenu~~ ':reqUireme~t; -

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

phase of"Application 91;'05-050-'. '.' , .. " .. -,~, , 

4. Edison's rate recovery of operational and"~ain~en~rieEr'" 
'. c'_'. ,,' • ... ' • • ~ • _. • _,.' c • "" ". ,J'" • " " ,_. '.' . • .. ." :'~ ",", 

expenses' related to San Ono'fre Nuclear"'Generating"Stat'ion'," Unit 1 

• 

shall be subject to refund, effeet:.i:veat:':the'end~·~t· 'fuel;"cyc:ie~:';i"l~ • ' 
5. For' Phase 1 purposes,~' the" 'test:' year' 'sales:'~custOIn~rs, and 

present rate revenues set forth' in.: App~ncr:6CB: tO~'ti1i:s deeis1:~n;are 
adopted.' . ',,'u ,.,', '. .... ," ',." :","'/C:::';"~ 

6'. . The l'abor and: noni"abor escalation factor~ s:et:' fortl-l:' iIi} 
Appendix C to this dec.ision~>are adopt~d~~ eo, ".';': •... ,:'::(, , , '''; 

7 • The savings attributed to' 'Edison ' s Cost co'n:tairunent' 
programs are split equally between sh'ar~holders:' and' ratepa~ers, and 
rate's are reduced by' $37 .4million~: a~'"set:'forthin Appen.dix' C~' '~ 

S. The test year marginal costs set forth in Appendix F to 
this decision are adopted, ~ sUi)j'e~t "to~';;e~ision for fuel prices 
adopted in other Commission proceedings. 

9. Edison is directed to again' pres~nt'~a ~Jitifactor 
productivity analySiS·.in i't~ next' General Rate Case-,"'a~d a'~ part of 
the analys'is'~ Ed'ison"shall:partieula~ly demonstr~te!how 'the) ',;;' .,;, 
forecasted multifactor productivity gains are reflect~:,rin 'its"'test 
year revenue requirement requests. 

• 
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10. Edison.:<l.s ·authorized>:to .:'requestrevenue . requirement (; ;;,: 
adjustments, for ,attritioXli,years::.l9·9'3- and.:,'199-4:,,,.based· :..on-the,·;revenue 
requirement·. calculations ·set . for.thin Appendi~ ·E· to··this .decis..i.on. 

1.1. :Attrition year. revenue ;'requirements. shaIl not .. :inc-lude·.i 
specific- incremental. capital:costs ,whicn,:Edison,has .. requestedt for 
informational services software; research, .deve-lopment,).and\,:~:.: "; 
demonstrAtion acti vi ties;. .. demand-s ide- management 'programs:. ·nuc lear 
desiqn documentation; or· other' capi-tal: ·i tems '. .:Attrition ~:year: :.plant 
add.itionsshall be determined by authorized .:formula, .only . .".~~ ... :~.' :.' 

12.. Edison shall not· recover i-n', rates. any .;test . year,::.: :., ::,i> 

capitalized. costs forinforrnational·',services' software,or:research, 
<ievelopment,.and demonstration.activ~ties... ,"'" . ,',! 

13 •. Edison may. file .additional .. information. on,;the,·merits:;of . ' 

capitalizing software .within120'.:days of·:·the ef.feetive: date. of this 
order, and parties may,reply within .. :12'0·.' days'. .. of, Edison"::s :f:il:in9','" 

14.· Effective on the date that :the proposecL'.sale of ~:ehe Yum~ 
Axis Generating Station· .. to, Imperial Irrigation; District is·:;; ..... 
completed,~ Edison shall: ... , .~. : .. ' . ': ' . ,,'. ,. ".:~ .. " .': ~ : .. :' 

a. : remove' from Autho:rized .Level :O'f. .,Base ; Rate::; ,.(:.".~ '". . ., .. , _ 
.Revenuethe oper.ati,onsand,. ma~ntena~ee. e~~ses .... , ,..," for the plant; .. ,". . .........' .. ,_ .. '" .. , " 

• ' '- _ .'" -I , .. ' f _. 

b.remove from A~thorized Level' of' Base Rate"'" .. .. , ' .. ", " 
. Revenue 'the capit~l-related'expense's" for"the . ",,: .. ~ 
. plant;· and;,' .... : .. ~ .: ..... : >:' .. 

'. c. remove':from . rate' base' the plant '':';in . 'servic'e' ."ana: ,/-: .... 
". depreeiationreserve,for'. the plant,. ':, ,': . .' ::"':" " .. ' -:' .. -:.:-;" .,~ 

15. 'In '199'3 and 1·g:g'4 Edison shal~l>':riot recover 'Women: and'" -;: 
Minority' Business EnterPrise exPenses ~which'are 'authorized''ior- 1:'992 
in this decision.' 'Expenses' for ·thos'e'years shall be 're'covered:by 
separate "application in a'g'eneric"proceedinq ... ';',: .;, .. ,. 

16-. 'Edison shall cease' debiting its Women and . MinoritY '. 
Business Enterprise memor~ndwn account for c1:earin9'house 'expenses. 

17. Edison's rate recovery of disputed property taxes related 
to Ax'izona Public sexyj,ce Company VS. Maricopa. County shall l:>e 
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subject:'to .. zoefund...Edison'·shalJ:record':those expenses inCan 
interest-bearing memorandum, account :~pendS;ng ,the: : outcome :,of:·,:t"he > '.> 

laW'Sui t. . ,A£'ter the lawsuit· 'is"f inallyreso,l ved;~ ~,Ed:i:son:' sha:ll" seek 
disposition; .. of the account .,balance ,by 'advice: f:iling;; ,.: ,'I f .Edison 
-should~'prevail~ in the lawsuit.',· Edison shall return"anyproperty·tax 
refunds- to ratepayers.. '0 <. • '~I ,~,... ,'. " ,'" :",1, .. :~ ,.)":~ ' .. 

"·18. Edison is authorized to establish,:an.£nterest-bearing< 
memorandum account to. ,reeord .. ·the:capital-related'revenue,.;: .'" '~<; 

requirement·for thetransmi'ss'ion ',line-and' re-l:ated:faeility ·costs. 
allocated to Cal:i fornia , Ener9'Y:Company·::in 0'::9'0-09'-0'5·9:;::· If'the 
disputed. capital: costs are' eventuaJ:ly -:and: f ina:lly· reas:s.iglied' ,to' ... 
Edison, it !My seek recovery ofthememorandum'account:baJ:ance'and 
future revenue requirement related' ,to- the~reas.siqned·,,~plant'-

. 19~',· Edison is authorized,: to: ·:i,nc-lude 'test:.year de,ferred'debits 
fornucleu .design 'documentation in' rate'-base'. ',_ .. ;':,' ' .. '.' 

ZOO' Edison' is authorized, to file in this.··proceed'ing· . 
additional'information tosubstant:i:ate its-request'.for,e' , ,;, 
capitalization of RD&D projects which receive expense treatment~':at 
this time~ Edison's fil:ing must be ·in>·accordance··with the> 
standards for case-by-c'ase':exceptions to~our:gene-ral".p~inciples for 

, ,. . , ' .. 
capitalization of RD&O projects as explained in 0.83-12'-068'. In 
addition, Ecli.sOll: mustprovide,a,ful,l :showing,,~n 1:hf{,pr~c:rse amounts 
of capitalization for each project along with:''deta'iled~ accounting 

on each project., The. ·request must;; i:ndicat,e "whether: ,:the amounts 
being requested for ,eapitalizat·ion' are"net 'bookval"Ues: of 
depree.;i.ate~ assets ororiqinal costs. Ed.ision is.,,:uti,1orl:z~d to 
file, this. j,nfo:cnationon .or before December 31, 1992,. .. and.,parties 

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

may f.il,e .responses to ,Edison.':> ,fi~ingwi:thill::.l20. ;C!ay:s.~,.'h .. ~ .' .... ,. ;-:.:.. 
21. The conditions on..electx:ic. transpor.ution ,program .. scope, 

, • • '0'.. • '.... ~_ • , , • ... ) ... ,., ... _ ,. .,0, • 

reporting,. and ,fund ,shifting set forth in., paraqraphs3-, S,. .5, 7, 
" ' • .,. T' ' I • n' ... _ • . " ... ", T ~ +- ' 

,and, S. of Exhibit ,112.. in this .proc~ed.ing,are ,~adop,ted: ..... ~:: :;.;, .. , .. :~: ',: 
,'\'" t. ".:" •• ,; 

.. h, "\', 

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

• 

• 
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22:. :. In. i tS.next GRC.'expensedoreeasts ,~~·Ed.ison:>sh~J:l. remove 
$13.449 million in histor:i;calexpenses for';' eleetri:ctransporta'tion 
underRD&D .• ,I' "; ..... "., .• '"r" 

23:., . For ratemaking purposes, . Edison shall· remove£rom.~ pl,ant 

in ,service .$32.960 million-for . incomplete plant modif:ie'at:ions.' at 
San Onofre:· Nuclear Generating Station:, Unit. 1.T '. "", :<> .. ~"", 

24 ... Edison is authorized: :to',·return '$3,2 .960'. million·' to:. plant 
in service upon a showing.thatthe'plantmodifications:::cons.idered 
in Decision 85-12-024 for San Onofre' Nuclear Generating Station, 
Unit 1 have been completed. . Edison..may ... file- that.s·howing:, as~ 4:' 

petition for. modification, in this . proceeding •. , ',::: 
25. Edl.son is authorized. to'. make a filing, in' .this .: , .,' 

proceeciing, to make a showing, as- to. the cost-effectivenes.s:' of· . . . 
previously ,unjustified. SONGS· 1 costs, for any' NRC replacement: work 
done during fuel eycles 9, 10, and 11 which were attributed. to the 
cost cap' set"forth' in D.8'5-12-024'.;:. " ~::" '\, ::~ 

2'6.:: Edison is authorized. to' .s·hiftprogram., funds: for:. research, 
development·, and demonstration. activit-ies- and.: for; demand-s:ide-.- ,: ::: 
management programs, as discussed .. in·:Ch:apters··.·8- and~.jll(.·in·"this;-: :'.' 
decision.; -.~' : .... ~'. ',>. ~., ',': 

27 .•. _ Edison shall undergo- a: financ-ial audit o£; its ·1·9·88:~· .-~ 

through 1992'research,.development·, .. and demonstration . acti.vi.ties. 
The audit: shall be coordina.ted, .by the:. Commis.sion:Advisory~ and-,:.:: 
Compliance- Division,. at Edison's ... expense-·., A final~:,report.shall;be 
completed on, ,or_,before June~·30,··,:19,93.··:.. ·c~·.I.> .. :,I,·: .. :'\~ .::), \ 

28. Eclison:'shall' establish an .inte-rest-beariug"· memorandum'; 
account'. to record. all roya-lties,: licensing. fees.," ancl'; other,:. revenues 
attributable ,'.to. its research,., development, .. and'demons.trat'ion:,,::,::_ 
prC)9rams.,- .·,'rhe account- balance ·shall.be:returned to· ratepayers': in 
Edison'S next general rate-;"case-... ' d::_';v, ':::: .:.:'.:~ ':<:::. 

29. Edison is authorized to include in its· Ma.jor·Additions 
Adjustment Clause a pro'j:ect..toi .. install·, selective';catalytic~~ 

'" ,~ 

N ,I." 
I '''',' " .... ~'\ ~'" 

l ..... ~ .". .. 
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reduction' technology, at, Alami.tos: 'Generating; >Station,:Unit.: {6,. as 
discussed. i -in Chapter 9~ 'in :this·decision_ :,,;' ,';: :"j ~;, .:,:.::: ;:: ;,' .~ .•.. ".;. 

30. Edison's authority for memorandum account treatment:' o,f 
hazardous waste expenses, ordered in D". 8:'7'-1'Z-06-6,,:: Df.;89-0·J::':039,. and 
D.8.9-09-·0"19·, shall be extended through"Decembe'r :3.1·;,: '199·4;.·/'~:·This 
authority shall inelude' memorandum account treatment' o,f;expenses to 
comply with pendIng. storm. w.aterdiseharge· . regulationS promulgated 

, by the U. S..En.vironxnental ProteetionAgency~ '-', 
31. Edison shall perform'a' study ~to separate" 'marginal, . 

transformer' costs, into minimum ,cos.ts ·for transmiss.ion'or: 
distribution functions, and additional, costs.' incurred, to :reduce', 
overall system. expenses •. · Edison' shalJ::deliver· a';';report on:: the, 
results.of "the study to·" the" parties' which submitted: marg:inal>cost 
testimony in-Phase 10£ this. proceed.ing;:~ on or before ~June),3'.o:, ':/: 
1992. ':: :~ ',:'. ;.;~) 

32. Ordering Paragraph 3-6, .of-Deeision. Sf -'lZ-'06·6;.·is.~ 'resc·inded. 
33'. '. In future, general. rate. eases::,;Enerqy Cos.t. :Adjuitinent 

Clause', applications, and' rel'ated:· proceedinqs.;'J;,the'· :Direetor:' of -'the 
Commission. AdviSOry and' Compliance-Division shaJ;l·determine~:the~ 
need and scheduling for workshops to determine the data· :sets/"< 
resource plans, load shape~heat rate:inputr,unit~commitment and 

,dispateh,. minimum. load conditions"',,resource .assumpt:Lons~marqinal 
fuel assumptions, and all-' other:: pert.i;nentd'a,ta;.:neces~ry'-,to., " 
calculate'incremental energy ·rates:~ <for, 'use' inmarqinaJ:' ·cos.t: 'or" :. 
qualifying facility payment· calculations. 'The' workshops".shall, :also 
serve as. 'a forum in which . 'the ,parties, 'to the 'proeeed'inq c:an agree, 
to:the'extent'possible, on the assumptions to be:usedand':'tbe' ::::, 
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 disputes: relating. to 

• I 

a: common data. set.····" 
J:4 •. :' In its March:. 199,3- annual:".reportondemand:":side·::,~ 

management, Edison shall report on the cost-effectiveness of its 

. 
. ...:: '2'23-'-

• 

• 

• 
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" test,_, year:: residential' energy audIts 'and,:: of::, its test:.:year,j" fuel: .'. ,.:' 
substitution programs. " ~.r. (.'1'/ ,.:' " ... :; 

, ,;" .. 35 .. ,: , Edison, shall· submit, in> its'> next GRC;;; a: detal:lecir.;. 
assessment of,' eeonomic, environmental·,:: any,:· other-· elaimed:benefi ts 
for: £ueLsw:>stitution, load ,retention and'load, .. building':'programs 
should it seek to eontinue, or expand"; these· ,programs' ... '.",~',,:::::,:.· ,''', 

36. Edison shall include-, " in' its next GRC,:detailed,:. 
environmental evaluations~of ,the.impact·'o,f. the' technologies .• ~it 
chooses. to promote- as., described in:. tnis., decision ... ,:: .. ' ., /, ~>,'. " •. 

37 ... In its March,. 199'3 annuaL OSM:report,: Edison. shall submit 
a table. indicating the source-: and;'aInount' of:funding,·for:·CTAC, .. ' •. , 

3S..,Edison shall.' show.. the-: , cost-effectiveness;'i of, all .. load,::, :, 

retention/load',building programs in' its',next"'GRC if ~~ requests 
ratepayer funding. . .'. ,J, .. '-,... .,~, •. ,." ...... 

39 . Edison is authorized: to .. recover. from, ratepayers".ineentive 
payments to shareholders based,on:.thE(shared' savings"program set 
forth in Chapter' 11 ~nd';Ap~ndix'G:tO::thi~ 'd~~isi~n;:'~'<Shareholder 
payments shall be made as debits to' the:;'ElectricdRevenue Adjustment 
Mechanism' balancing account,., by advice, filing', made ~ on;:.or . before 
March 31 in the year following. theyear';.in,:which';the·incentive 

'. • , .' .' , ' • ~ " ,. j , , , 

payments are earned~ The advice filings shall include adequate 
information to support the requested'~ l:n~entiye':paYments. ·':If shared 

. , ,. ~ '.'..'." .. ' ,~ , 
savings penalties are accrued, they ShAll be imposed by similar 
advice filings., < • ,_~~;,;, ' • • "'~ '-;~ (:,~' '. 

40. Edison shall, file, within'60 days .. of the· ,effective date 
of this deCision,: an':advice'letter' seeking comx,ni~~6~;~pproval of 
all data necessary to calculate total resouree costs for all shared 
savings programs;" ,"', ... : ':",.-,.::::::,:~~, 

: '.~'J.~ :'.', ':; :1, ,',.:' 

41. The record in this proceedinq shall remain open to 
consider the Commission's" decision: on' reasonableness'" issues in 

, ',' '/ ". ,\ ." .... ' I, .. '.', " 

consolidated AppliCAtions 89-05-064, 90-06-001, and 91-05-050, and 
the impact of' those issues~ on' a.proposed." 20:basis'~;point return on 

, ~ , " ~, , ' ,';" "", ~. 'f,) ,,', '"'.' i •• ' ' •• ' n' ." • ·L.' 

equity penalty for favoritism to affiliated:qualifying faeilities~ 

.-~.224--
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This/matter'. shall be decided before Edison ~ 5.· next) general') rate->case 
test year. 

42~". Edison..sh4l.l serve ~additional.:testimony:i~>conso-lidated 
Applications 89-05-064';.90-06.-00'1", . and: 91-0S-0S0:.·on:'·: .. :·""i<:;~·<··.' 
( 1) incremental operations and.' maintenance CO$ts-~ of·; Shortening: . 
nuclear power; plant· refueling' outages, . and (2') replacement~~ power 
costs associated with. extending .. refueling outages...;,: The testimony 
shall be . served· in accordance . with a: schedule' ordered" by:tbe .. / . 
assi911ed Administrative Law J'udge. in... the-consolidated proceedings. 

43. Edison: shall file:its..next general' rate. application for a 
1995. test' year,. based on. recorded· operations.: through 1992· ... ~I.:The 
application shall be proeessed,aceording··to the Rate:)Case:·Plan. 

44. In its· next.·genera1:rate case, Edison shall·. file.~or·:'serve .. 
testfmony on the following topics: 

a." wages and salaries, with' increased emphasis. on· 
total compensation, ,total .. benefits as. a 
percentage of cash compensation, and' the 
distribution of 'total compensation among. 
comparable. firms; . .... . .' 

b. an ··fmproved showing··on productivity, including··.· . 
the. influence of productivity on forecasts o·f 

c. 

d. 

e. 

f. 

operating and' maintenance expenses;' . 

a zone of. ,reasonableness. for nuclear operations ..... 
and maintenance expenses; . ...... .' 

. ".," ", "', . , 
optimization of nuclear plant refueling outage .. , 
durations, including base rate and fuel~related 
expenses .atSan Onofre Nuclear : Generating. ,'; .".' 
Station and Palo. Verde Nuclear Generating. ". 
Station; .... , ,. " .. 

~ . '." ._. 

nuclear power plant replacement generation ....• insurance; ... ' .....• .... . 
, " <~ J , .~', ,: ". • 

nuclear deconunissioning trust fund earnings. 
rate and contingency factor; .." .. 

',. :' 

. , '1 '" 
-. ".-.':.; '. ~. I ... "' , ~; ' .. , .,0,:, ." ~,_, ..... -0. ,.(~:,,;~' "I~~' 

an improved showing. ,on the ratemaking .. :treatmentc'" 
of research; "development, and demonstration ,,'.' . " .. 
activities;.···:;· .. . '/:: ~.""'. :':' '-

• 

• 



'. 

, . 

• 

• 

• 

A.90-12-01S et a1. ALJ/J •• /vdl * 

h. management policies and practices for planning 
and approval of capital projects~ 

i. 

j . 

k. 

1. 

total expenditures for the high voltage direct 
current 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 o·f 
all parties on demand-side management issues, 
due on Day 20& 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 Adjus~ent 
Clause applications, and other proceedings in which rates are 
revised, Edison shall file forecas·ts of off-system sales revenues 
and revenue consolidation tables similar to the tables in 
Exhibit 122 in this proceeding. 

This order is effective today. 
Dated December 20, 1991, at San Francisco,. California. 

1 CERnFY THAT THIS OEC!S[ON 

WAS APPROVIED BY ri-llE A30VE 
COMMiSS:ON!E~S TODAY 

A .. - .. -.' ~ , ;;,.;t.' ~ _____ _ 

, ',jJS , 
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PA'l'RICIA M. ECKERT 
President 

JOHN B. OHANIAN 
DANIELWm. FESSLER 
NORMAN D. SHUMWAY 

Commissioners 
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Frank J • Cooley , and Michael O.Mackness.:i Attorneys· at, ·.Law, and 
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Attorneys at Law, for SoutheJ:'n,' California· Edison Cpmpany. 

Interested ,Parties:' Messrs. Ater, Wynne,· Hewitt ,: oods~h:~ . 
Skerritt,. by Michael p. Alcantar and Mark ;E>. Trinchero-,·.:· 
Attorneys at Law, forCogenerators of Southern california;; 
Messrs. Ater, wynne, Hewitt, Dodson· &. Skerritt·,·;by Eaul J. 
Kaufman, Attorney at Law, for Kern River C0generation;" Barbara 
Barkovi9h, for Barkovich&Yap; Caryn J • Hough,.' Attorney at Law, 
for california Ener9Y Commission;. Messrs. Jackson, ~uf~$, Cole & 
Black,. by ~illiam H. Booth and Joseph 5 .. Faber, Attorneys' at 
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~, for Henwood· Energy Services; MAurice Brubaker, for 
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Mccracken, Byers &. Martin, by D~vid J. Byers, Attorney at Law, 
for Cities of Oxnard and Irvine·~ Messrs·., Brobeck,i>hlegeX" &. 
Harrison, by GordoD E. Dav.is, Attorney at Law,. for·:California 
Manufacturers Association; Nancy I. Day ana pavid B.Foll&, 
Attorney at Law, for Southern, California. Gas.' CompanY;:fhilip pi 
yix:g i 1 io ,. for Des.tee EnerCJY ,Inc. : .' Nancy W. po~., ·.David,·R. 
Clark,. ana William L. Reed·, Attorneys at ,Law, for, SanOiego Gas 
&- Electric Company: Karen Edson, for IQCE.& Associates:· 
Messrs. Grueneich, Ellison & SChneider, by~rry H~ Epst~in, 
Attorney at Law, for California Department of Gene:r:al Services: 
Michel P. Florio and Joel R. Singex:, Attorneys at Law, for 
Toward Utility Rate Normalization ('I'lTRN): ~am Oe Frawi, for the 
Department of the Navy: Norman J'. Furuta, Attorney at Law, for 
Federal Executive Agencies: Messrs. Biddle &. Hamilton, by 
Richard L. Hamil~on, Attorney at Law, for Western Mobilhome 
Association: Meli~a Metzler, for Barakat & Chamberlin; EAren N. 
Mills, Attorney at Law, for California Farm Bureau Federation. 
Jeff Nahigian, for JBS Energy, Inc.; Mike Nazemi and Bax:bara 
Baird, Attorney at Law, for the South Coast Air Quality 
Management District; John D. ouinley, for cogeneration Service 
Bureau; James A. Ross, for Regulatory &. Cogeneration Services: 
Bartle Wells Associates,:by,Reed V. schmidt, for California 
City-County Street Light Association; Donald w. Schoenbeck, for 
Midway Sunset Cogeneration Company; gan SmutDy-Jones,. for 
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Independent Energy Producers: Messrs. Downey, Brand,. Seymour & 
Rohwer, by Ehilip A. Stohr and Ronald Liebert, Attorneys at Law, 
for Industrial Users: Robert: Bo" Weisenmill~r, for Morse', .: ..... 
Richard·, Weisemniller&"Associates;' Balph Ca.vanagh,' Attorney at 
Law, tor Natural Resources ·Defense Council;·Messrs .. GrUeneich, 
Ellison & Schneider, by Dian N. 'G~neiS(b and' Christopher 
Ellison,· Attorneys at Law, forCali·fornia Energy Coa'J:ition; 
Messrs. Morrison & Foerster, by Lynn Haug and Jerry Bloom, 
AttorneyS: at Law, for CaliforniaCoqeneration Council;,: Kernl.t R .. 
1\),lb-itz ,Roger ·Peters, and 'Harry W. Long, Jr., Attorneys 'at Law, 
for Pacific Gas and Electric company: JilD'Lern~r:andJames Boyd, 
for california Air Resources Board: Sara' steck Myers" ::Attorney 
at Law, for california Energy CompanYi Messrs. Pillsbury;. 
Maaison & Sutre>,. by James N. ~he, Attorney at Law;. for Air 
Products & Chemicals Inc.: Donalg G. Salow,. for Association of 
California Water Agencies (ACWA); p0:tJ.9).as A. Ames;' for· . 
'l'ransphase Systems, Inc.: ~mes Hodg~, ·for 'l'heEast Los Angeles 
Community Union, 'l'he Maravilla Foundation,ana Veterans in 
Community service. 

Inforxnation~nly: Peter Minkler, for IP'l' Corporat·ion. 

Division of Ratepayers·Advocates.:'-.Kath1een·Ma1oney, y;ohn ''S. Wong, 
and- Jean: 'Vieth, Attorneys at -Law.,. : and _Donald' Schultz~· . ' ... 

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

state Service: Messrs.: Greve·;· Clif'ford;,Diepenbrock&':'Para's, by 

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

dMatthew V. ·Brady,. Attorney at ·Law, ':for' Department :·of·General 
Services: oorothyTa'llor,for Public ·Affairs Offi·cei.':;' 
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Advisory and" Compliance Division: and oZetfreyOasovich/ .. for 
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SOUTHERN CALIFORNIA EDISON COMPANY 
Test Year 1992 

SALES FORECASTS AND PRESENT RATE REVENUES 
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- SOUTHERN CALIFORN.IA., EDISON COMPANY 
> "; ~ Test Year 1992' 

r .... • '. .~., 
, ,> • '. ",',', 

ADOPTED: SALES·:' AND CUSTOMER FORECASTS 
~ " ", . 

.. . Edison :;-\:'Jv"1DRA.·,;,.'~c;;·,:,:,,::: 

,,·Forecast ·--.··-·-Estimate-.---Esti1nate----Adopted 
__________ ... ___________ I!IIIIIIt~ ____ .... __ ~:;-::)-:;: _____ ----:) -:, .... ~-:-:---'_:~~ j::_,~_. ______ _ 

(a) ( \0.,), .... ;c •• " ,"", ,-/' u,...1 P ••• ) ........... 

,':Sales ,Forecast (GWh) ::-':~:.;_:~ .. ,-,.~ :~. r:.,:: :.:);-::~'-2t:l:r~ .. ~,~~~: 
'~~---------~-----~--~ .".'" ... ," 

::..~,Five ,:CPOC Maj or CUstomer Groups 
',.' .:, ,Domestic 2'2: ;'4'9:9' .. :~ ~:; ..) ':-22 ;'7 0'3):) ~~ :~ 2 
,. - - -Li9hting-SlDall & Medium 
" : :; ,Large ~Power 

Power 2S,104 2S,40a 

Aqricultural & Pumping 
Street & Area Lighting 

Subtotal 

.'. ~" r -''''''1 "-',57, ,,' ",.-- ""'I'I~'''''65'~' _,....r;. 
'" ..... ".- ~~""'" , ~. ' • • ,'.,.J "",-..,..""_" ~ 

2,108 Z~247 
471 472 

(c) 

22',703· 
25,408 
2"1,655-
2,136 

472' 

,~:,:,~ 'I :~: 

:,' Sequoia 
\. ~ ~ :.. !:>:::~ :) ~;: ~ :~'Y' ':' '~,,' 

':'.J~: ~0c:::J:v::.i 0 ?~)::: 1 
o 

2'80 
1,.440 

,--Frinqe----
:' il'OU~Resale 

Resale-Special Contracts 

CUstomer Forecast (No. of CUstomers) 

Five CPUC Major CUstomer Groups 

o 
280 

1~440 

73,160 

o 

1,.440 

74~206 74,095-

Oomestic 3~589,266· 3,553,72'1 3~S53, 721 
Lighting-Small & Medium Power 528~915 528:,072 528:,072 
Large Power 2,967 3 , 18:6, 3 ~ 186 

'. ,>- ,:Aqricu'l tU1';al·: -:Gr. '''PUntpinq,. Z i, ,::::..; :; ',';.;'~ 1:.:2:6 ,;;8"50' ~ .'" .::: -: :,2'7~",.::l:5Z:,~ r" ::'. >7. 2'7!~ 152 
, ;S~eet~ ~k .. Area .:Lighting ,; ,) :. ::"'".:,': ~~:.: ~::2'3",:5 03" :::::) ~ ::; ;:24;':0:68( ;~;; .:. G 2'4~, 068 

• ~~ ": :':.:,~ ~ ~'~::'!I ::»~3. ... ~-~, ....... -_-.. --~ j' "'~~~~--cO~""'-) :l-----~---

.. I..~~_:".,~~~ .,T •• l. ~ .'~. ~ '::-::" ~'.~-~,~:': ~.:,-::,:.~ .: .<: :":·"~r":' .. ~": .C·>':.J";-:-:·.;;~ ~;~r: .. ~~,~,"'~'!': 
"/:., :Sequoia.·~.I'·;: . "';;, ~.~ ~.;" ,;::!',::~,:.:, .. ; ... ~,:, '.',~() ,~, " ·u:~:~~·l",:.:: ,-w):':·:"J"! tG~'i,~J..::\6 ,C~~L,,:,: 1 

Fringe 0 • '::''''.) ""'O! ,: :,.;.~\-:: 0 
'l'O'C'-ResaJ;e: .. ,'", .. ,-.: .:': .," :-:,:~~.' .;.: ~·.~~:~-;~:"l·l,::,,·}· .. ,:::,:.:';J')_::: ;]:l;,.-',v,>v; .... :': \.~ 11 
ResaJ.e.-Spe<:ial:contracts"·, ':::,: .... ::.:0 ., :;~·,·.':1·3c,:::: .. ~:::·~~:c::;::l·3 ~:;:::.:; 13 

:;;=::: .. ;~ co... :\ ',:. c .. ,:' ' .. :~: ~:\;"~ ~ o~~. ;:' /~~,I;-~--.~,--'t ... -:.j~,,~~~:~.~,:_ .. ~~ .... ~~ :_'~~,~ __ ----
Total CUstomer Forecast 4,171,526 .4~l:3'6;-,.:224"j;:<'4~,136-,2-24 
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customer>.Group 

SOO'I'HERN.. CALIFORNIA EDISON COMPANY 
-Total Company 
'l'est Year 1992 

ADOPTED PRESEN.T· BASE': RATE REVEN'O'ES 
(Thousands of 1992 Dollars) 

Adop~ed 
'. ,~,'l: '~,"----~""'.----------"'------------

\ 

-~""""'---,--
- - .. ~-Five CPUC-Major customer-Groups·---····~ -"--- ------ .. --~ -- ... -----

Domestic \ .: ;',: $1,,42'7,998 
Lighting-Small & Medium Power :.:"'.:;"<::' ~';~c:)')·;~:-'J;:,.¢9'6r3:14 
Larqe Power "- ... - ._. -. - -- -- - - - - - -'9'3'0' ;7'01 
Agricultural & PUlnping ~:':~:.'''Y:;';'~':·;:::.:,.:'' ;':;,<: ~'-". ,:r.'''; :):~·'·?:)11\4l~4~00 

" ,"~ Street ',& .::Area Lighting ':.i:.S.;~;::-54T,a2'6-
"\ n. . 

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

.• '.,. f', ~ 'I'ota1'~POC customer:Croups 

.~ '.\ 

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

... , ........... 

.- ._-_ .. " ··sequoia·-1/·--···' _.. .._ .. __ .. -- -"-
:. :' ': .. : Tringe ;:2,/. \ :: ': 

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

'l'Otr-Resale 3/ 
Resale-Special Contracts 4/ 

~ . . 
SUbtota:l .... ':~ 

\.~: '. ," ~") :,. :. , .~'~ .:' ". ;;, " .:: 
dO ' - .... -Other Operat·inq- -Revenues .... S/ -" 
.~ .',~ ': . ,. . 2; O!:: , > ,.~.. .:. '.~ : .. :: ';-

Grana Total 

• ',+' , " - . " .'" 
, . , .', '~. 

\ '. ~, ' .. 

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

( • ,- ", _ "'1 ,'" 

• > • ... '\ •• :' I ,_ . ~ '., 

, ' 

~.:!.\·,.;·.)':$4·r.02'4:, 239' 
.?~~ : . .':'~-,'::.r<~'~: ;',+ .: r;~ ,:.;.,.' ,~ •. : ;,;:'J i: ~ :?; /~ • 
?~~=~~l~ s0~A ~ :0~~:Z 

. 15-
.~.:I;:?!~::diJ8 0' 

S;OOO 
.~. ~~ ~:, ~:~ ";i ~~ 0, 

~: •. :$4::;0:2'91,:2"54 
;.~ ; •• .J ::.. ~ ~. :--:.~~,:) .~: :.> .:: '.j~) c;: :~~ - ,~) .: AIl~:; I:) ';' 

107,7l2-
;:;. ;','~ ;~~,),:~, '.J ~.:' ,j '::: .~.~ . '. ,~ ;'. :;--:'-: ... ~~-- ..... --

$4,136,966 

:,':" ,~1::':")~:.~ -::o~: :;:~)~~C.:,·,~~ ;.}~ . -----------------

.. 1:/. Retail>saJ:es contract ,:to Sequoia National.-park ·~·:Cschedul:e:"A-6) • 
. Z/: Off system-sales to;"other utilities -:-at:Ectison"s.:,boundari:e:s. 
3/" 'Resales- to- -];2-- -ci ti-es under- -F.ERC tariffs. 

« 4/. Off system sales contracts· to cities and other ut'iJ.::LtieS:~ 
Forecast non-fuel revenues are used to reduce the ERAM 
balancinq rate, instead of crediting against base rate::;:revenue 
requirexnent. ," ..... ... 

5/ Revenues received from other than sales of electric'ity<:->'~'~' 
(FERC Accounts 451-456). Of this amount,. :$1'07:',:6,2'8:,:OOO,is.' .;~ 
CPOC j'urisdictional', the- 'reInaining $84,000 is FERC 

.jurisd:ictional;. :.,.' ...'_. -. <":. :. ':'.:)~' 

(END OF APPENDIX B) 

'. 

• 

• 

• 
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APPENOIX C 

SOOTHERN CALIFORNIA EDISON COMPANY 
Test Year 1992 

ADOPTED ESCALA.TION RATES 
(Base Year 1988) 

1. Adopted Escalation Rates Excluding Cost Containment: 

Labor Nonlabor 

Year Rate Index Rate Index 
-------------~--~---------------------------------1988 

1989 
1990 
1991 
1992 

3.43% 
3.47% 
3.90% 
4.16% 

100.00 
103.43 
107.02 
111.19 
115.81' 

4.08,% 
4.16% 
3.16% 
2.91% 

100.00 
104.08 
108.40 
111.8Z 
115-.07 

2. Adopted Escalation Indices Including Cost containment: 

Labor Nonlabor 

Year Rate Index Rate Index 
--------------------------------------------------

1988 
1989 
1990 
1991 
1992 

100.00 
102.65 
105.42 
108.71 
112.37 

3. Adopted Cost Containment: 

Year 

Cost 
containment 

Rate Index 
------~~-------~~~--------

1988 
1989 
1990 
1991 
1992 

0.75% 
0.75% 
0.75% 
0.75% 

100.00 
99.25 
98.51 
97.77 
97.03 

(END OF APPENDIX C) 

100.00 
103.30 
106.78 
1'09.32' 
111.65-
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Title 

APPENDIX D 

SOUTHERN CALIFORNIA EDISON COMPANY 
Test Year 1992 

RESULTS OF OPERATION 

TABLE OF CONTENTS, 
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Determination of Amount of Working Cash 

Page 

1 
2' 
3 
4 
S. 
6-
7 
8 
9 

10 
11 
12 
13 
14 
15-
16-
17 
18 
19 
20 
21 
22' 
23 
24 

capital Supplied by Investors •••••••••••••••••••• 2S 
Determination of Avg. Lag in Pmt. of Expense ••••• 26 
summary ot Earnings at, Present Rates 
~ Total system ••••••••••••••••••••••••••••••••••• 27 
Summary of Earnings at Present Rates 
- CPOC Jurisdiction •••••••••••••••••••••••••••••• 2'8" 
summary of Earnings at Adopted Rates 
- Total System • eo ..................... ,. • • • • • • • .. • .. • .. .. • .. • .. 2'9 
Summary of Earnings at Adopted Rates 
- CPUC Jurisdiction •••••••••••••••••••••••••••••• 30 
~ry of Nuclear O&M Expenses 
- Edison's Share ••••••••••••••••••••••••••••••••• 31 
CPOP Jurisdictional Factors •••••••••••••••••••••• 32 
Development of Net-To-Gross Mulitplier ••••••••••• 33 



• 

• 

A •. 9·0-1·2-018-.et ale 
cACO/sel/9 .: 

Al,;J/J ••. -' i. ... " ~. 
.. ~ .,1 " . ...,01........ f, 

: :::. 'APPENDIX D 

'Page: 1).- :of- ::),3. /, 

SOV'I'HERN . CALIFORNIA' '.EDISON':- 'COMPANY 
. . Test: Year:' 1992 

CALC'O'IA'l'IONOF:'FRANCHISE .FEES ,AND: 'ONCOLLECTIBLES 
• '\ _ •• 1""'\' 

, .. ~ '.., 

" Description ,,,":~. . ~ •. :: .. Adopted 
-----~~~-----~-~---------~---~-~----------~---~-------

---------------- "---------
,··-.~·Present Rate Revenues - Five cust. Croup· $4r,;02'4:;:2'39 

."'.: ,'- Total t7ncollectibles 

, . ';, -'.- \' \ .-
?Franehise Requirements 
----------------~----~ Present Rate Revenues - Five cust. Group $4','029,254 

, Resales,)::;;~.::J;·):"(f.~(,:~ 

-" ,·Franchise Fee Rate 

'. "~Total Franchise Fees 
\" .. ' .... 

" ,. . ~ 

! .... ,H C"t' 
.. '\ t i ... , 

\'" 

_. _____ ".....t,,_ ....... _ 

..... , ,,$3,"I,·~3°' , .. ,' ......... • ,'.1 Q' 

.,.. I!"'i"'"'t"'I,rf"'l 
I...~K) ... '-'·.I, 

::,od;~-t;C)~~ 

\~ ~·:~.r:_;-c 

.!~~-~::oT 

'''';,: ........ / ..... ,,1') \, ..... \~.v ... 
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.' »PENDIX D 

SO'O'l'KERN CALI FORNIA:,·:EDISON, COMPANY 
Test Year" 1992 

, , TOTAL ,PRODUCTION' ·EXPENSE 
(Thousands Of 1988 Dollars Unless Otherwise Indicated) 

Description '~ ,,-Adopted 
_' '""' ..... ~~ __ ~tIiit .. ,..... ___ ~~ ____ .,..~ ............... ________ '_· ___ ' __ - -"~ ..... _._'_'_' __ .... __ 

Operation 

, ,: Steam:' :: 

,- ., :. Nuclear 

':; ~·:Byclroeleetric 

Other 

Total Operation 

Maintenance 

',- '-;- ,;Steam 

'< ";'):uclear 

Hydroelectric 

Other 

Total Maintenance 

",'1"/ ~ r:: ..... 

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. 

'4,463 

9,717 

l3,585 

$2'6,l,899 

24,850 
29,076-

(577) 
$53,349 

$523,241 

• 

• 

• 
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. SOUTHERN', CALI;FORNIA::, EDISON: COMPANY 
. :, Test Year 1992 

'STEAK'PRODUCTION, ,EXPENSE 
(Thousands Of 19S5,'Ooll'ars' Unless: Otherwise' Indicated) 

Account 
,., ::--No.. Description::: '.,:' . .;:;Adopted 
.-------- -----------------------------_._--- ----------

. :' 500.0 
,',. ,501.0 

502.0 
505.0 
506.0 

":, 507.0 

, ' 
l.. 'cC :.. • ~ ... ' c 

,~ ,:-':',.5-10.0 
:" ,51'1.0 
, ~ . ,51-2 .. 0 

, 51'3.0 
,: :: :: :Sl~4. 0 

Operation "'(1:' 1,.. . 1',' 

Supervision':, and', Enq ineerinq 
Fuel Related Expenses~',':;," 
Steam Expenses':""'~: 
Electric Expenses ,'.C":,-;::;-', 
Misc. Steam·; ~ower'EXpenses~;, ' , 
Rents 

Toto.l Operation <'1 .... '...,. ~, .. -../ ... ~ - .., 

Maintenance 

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

" , . '. ~., 

Supervision·~and,;En9i:neerinq,:., . ./':. :"~:;~: 
Structures ;';\'; ,,',":,:.;'"',:;'::' 
Boiler Plant~':-,,· ":,,,: ~ ",:- :~';':C; r~'~ ... i ,:: ',:':.', '0;: 
Electric Plant ' - ,:;;,,:~, ,~,~:: :'-:::"C" ;,:~ 
Miscellaneous steam",Plant·,;: .' ~:-:';:~": 

~', .~$a'1443 
:: . :22:,748 
::.::i19,971 
, .: ~S,,276 

,:: . ' 12: ,529 
': . ',~ ~>,' 206 

,,$69,173 

'.,~ .:;:];9:, 2-2'6 
'j .,::~,569 

(j • :::60,355 
:,~, . :3'4;,635-
,; . ~;J:4:, 504 

Total Maintenance '-:";'.;-::-<.-:: (\ ,'~~;;,:'.' $1~6-,.2'89 

, ,- ~. I 

\,' ok •••••• "'. 

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

", "_ \, -• .J.. ... 

, ' ... , 
• '.. • ~ ',.. ! 

,Escalation Amounts;: .",1;9,88: to- '1'99 2- :) :J;/ 
Labor ~ ;:' ':..:,.:, ' 
Non-Labor '>" '::,<:<~ .. ,"1.::,--: 
Other ... / '\ .' '~ ':> / .. :: ,=' co ,_ .. 

Total " .. "' .... ,'1 
•• ' el ,. _',' 

'," . :.:;', ;': '1/ 'Incluclinq-cCost :Conta.,imnent .. , .•. '<', \:: 
" -':: .. ,'< "';2'/: Cost"Containment- onl:y • .-:,',:" ,', -' ., . .:: 

T' .~ 

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

$2'OS,462 

8,510 
15,.012-

(2"32) 
$2-3,290 
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SOUTHERN: CALIFORN.IA- EDISON.' COMPANY 
'Test .year 19 9 2 

NtTCLEA:R.PROOUCTION ''EXPENSE 
(Thousands Of 19'58: Ool:lars Unl'ess Otherwise"' Indicated) 

Account .:: ,", " ;:":'~~ t~, 
, '. No.. Description:.' : Adopted 1/ 

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

.:':. ,517 .. 0 
'. " 519 .. 0 

520 .. 0 
-.' 523..0 
.. 524.0 

525.0 

.. 
," " 

,.': 528 .. 0 
,' .. : 529.0 

. ':.' 5)10.0 
.53.1.0 

, ,.532.0 

... l '. 

" .. ,-' " I,.: ~ . 
. " .. .... 
I ,~' ..... r 

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

.,,;'. -\ _.,. ',' 

operation .~ , ,...,.. . .... , .. , 
~. '"...... ,',. J < ., .. -

SUpervision '" and:' Eng ineering·;,: ',-~. ,',:,:. ~~ 
Coolants and Water '::.:.:: ,: .. :.;.;.,;>: ... > .... ': 
Steam Expenses ,"', 'N''''~~_.:,'.: .' ~:.~ 
Electric Expenses .;":.,.:.~:,:: ... ::::;, :" .. " .:::' .. '~' 
Misc. Nuclear.·power:Expenses: . ,~,,;. :,~. 
Rents~' ::'~; '> '. 

Total Operation 

Maintenance 

SUpervision-.::alld.Engineer±ng;~~.: '.''":':'''::-~ :.; 
structures ;: ,'.':, ~':~ ' .. ,";.'::: 
Reac::tor Plant Equipment.:::', ". -::' :. .. :c. .. ~. 
Electrie Plant . '.'. ", ... :'.:;.:; ...... ~;: 
MiseellaneousNuelea:r Plant', .- .-""',X 

Total Maintenance ':-c":"," .. ';:._" • \. ... ".-

~ .$50,631 
:;, . ,(:')S,251 
,~, ::17,554 
~~ . ';':C-l,627 
" .'49,04l 
' . . :c";: 8-03 

:"\.02-5,786 
:,'. '::1~,674 
,) ,. -::2:-':',673 
'> • ,~,t~, 665-
:~ . "i9:, S09' 

$10.2',308 

TOTALNOCI:EAR-·PROO::':: (19S&$);""', . ",. ;'()':" $227,214 

Escalation Alnounts~' ~19'ea. to ·199'2·:;' ;''2/ 
Labor ':~ ~,,:, :..;..;: . 
Non-Labor '~":::;\:;."':- ;.::,;! . 
Other 3/ \'~ ~,:~,:-;;·o 

Total .:. .~:: ,:.': 

14,18:5· 
11,7507 

(345) 
$250,597 

1/ Reflects· 2 .~re:ruel:i:ng·::outaqeS:-:for "SONGS, and 2' tor 

• 

• 

Palo Verde ' . .for Test'·.Year<1·99·Z·';;:'..' Adopted average costs. 
per outage (1992$) are $l5,657,000 tor SONGS and. 
$3,648,000 for Palo· Verde (see Appendix 0, page 3,l) .. 

2/ Including Cost Containment. • 
3/ Cost Containment only. 
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SOUTHERN·CA!.lFORNIA EDISON 'COMPANY 
. ::Test Year 1992 

.. , . HYDROELECTR.IC: PRODUCTION' EXPENSE 
(Thousands Of 1988 Dollars.- Unle-ssOtherw-:i:se':, lridfcated) 

Account 
~,. _ No. Description;," ,S 

',535 .. 0 
',536 .. 0 

537 .. 0 
538 .. 0 

. "-,539 .. 0 
" 540.0 

··:~.,S41 .. 0 
. 542 .. 0 

543 .. () 
544 .. 0 
545 .. 0 

operation 

SUpervision -: and Erigineerinq' ..... ~'";: 
Water :for Power ." .''''.- .. : .. -~- ,;, ',- ~ 

Hydroelectric <Expenses", .:-' ,.~.~ . ,:. :.: 
Electric Expense '. ' ,,' 
Misc. Hydr~ Expense Generation 
Rents . - '.'" . -.-", ... :,-, 

Total Operation 
. 1 ...... · .. ' .. '.~ (~"" . 

Supervision and;Eng!neer:i:ng'" " ):;':",':;';:',"". 
Structures'::: .:~:"~'"",,~:::;, \,.;::':' .:~·~~i:,' 

Reservoirs, Dams and Waterways, 
Maintenance of EleetricPlant . '.'. .. 
Miscellaneous Hydroelectric Pla~t 

Total Maintenance~"" ... . .: ... , .'" 

, (, Adopted 

::." $2,379 
':,.: ;'J;,199 
: ,': :'1,536-
::'.: -'::2,06-1 

1,6-34 
642 

, , $9,451 

,~ . ;: ~:1,362' 
.: . ':'<-'1,188: 

2,184 
3,445-
1,538 

,_, •. , .... '.~ ("', h ' •• '~~:"": '.'::":';-:. ' .. ~:. '.'.'. ' .... ,.>':..... ---------
TOTAL HYDRO PRODUCTION (1988$):.··" $19,168 

'~~C'; ".:" .... , ".:< 
Escalation Amounts, 1988 \1:':0 1992~: 1/ 

, .. ... ...... or:~ , : ~:'-:' ~ 
• i ..' I" rJ"J!Q.U 

Non-Labor 
..... -- -. - - - - ~ Other 2/ 

,. :r' ,I:. , 1:' '.:.: TO,tal~ ,,~,:, ~, /::, :~.~'-: ":: C:O~~'.i:~'~ :--:~.~,' I~>:) "~' :~,':,2-:/2 

TOTAL HYDRO PRODUCTION (1992$~ 

1/ Ineludinq;.cos;.t.:Conta:inment .. : - :;.:: \--
2/ Cost Contain:ment:only..:.,,':'""''"'::.:'x<: ',:: 

1,349 
963 

o 
$2,312 
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" \ -- •.•• '\ .~-./. ·".~I 

SOUTHERN- CALIFORNIA EOISON,~:,COMPANY 
. 'Test ·Year 1992-

OTHER-::i>OWER: l?RODUCTI,ON' .. EXPENSE 
(Xhousands:·Ofl9-88 Dollars·: Unless' Otherwise: Ind"icated) 

.. , 
Account 

_ No • Description:,,:, :-. 
-" ... ( ., .. " ...... " 

.. J h .... _,,~) -n' • ' .. 

. (: 'Adopted 
------ ----------.--,------------------- ~ .. ,' ........ ,...... - ._-------

Operation 

546. 0 Supervision~,_ and:· Engineering ~ ./.;~. ,:::.;-: 
548.0 Generation Expenses ~~" .. ::.,:- ,~;,~, '.'_ .:: _.".';­

. 549. 0 Misc. Other Power· Expenses:·.: .' ,-' '--;'" , .' 
550.0 Rents . :._ ',:": . -'~'_.' 

" .oj " • I.:: .~' 

. ,'". 

S5l.0 
552.0 
553.0 
554.0 

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

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

., c '. "._ 

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

... ", • ' ·f ,-""" ,', ,\,.... ''''_'~ 
.- "" .... 

Total Operation ", ,'I- ,',. .;~ 
" ", .. ,.' " 

...... i.:: :: :" : ..... 
Maintenance 
--~~----.... ~ 
Supervision and Engineering:" __ ~ ';.':;': 
Maintenance of structures -.-. -.~ '" ~ .... , ... 
Maintenance,:,of"Electrie Plant-.·· .. ·· -
Misc. Other Power Gen. Plant'_ : ....... , ',"~ 

""/, ..... " 
I ,..", •• ". I,.~ I~.. _. 

Total Maintenance,:;-: ~_ c . -" .'. , ' I. 'T ' .• ' 

,"I· •. 

Escalation Amounts, 1988 to 1992 1/ 
Labor ... 'I" ~', c', ~,:, ~ I':'~":". :'.::~; '~~«', .. : .:,;:':,,:.~ '~.:< ,-~~:./ .. ~~: ... ,.:. 
Non';La:b'~r 
Other -;;2-/,~' ,-':: , ,:;'(; :..:c::/, .;":-.:.::. :', ;:~ ':~"::::' 

Total -:,:()(.:(:...:: 

\:~ ~'. "h/ j:'~_::' ~~. 

TOTAL OTHER PRODUCTION (l992$)~": 

/"',.' ~ ~\. ~." ~ ··'·''\i''r~"\' 
... '" "", ,.1', ....,. .1-'1, 10, ,,,I ~ 

1/ Incl ucli-ng: ,Cost· <Contairunent-.:. ,~ :';~ .. : \,;: 
2/ Cost Cont~ent';only..;',:.··::~.~. :.~;:<: \:: 

::: . ;.: $1,.097 
: , '.~ ,:'2,495-
.:: . -:- :=,~ 860 

:'." .... ".'.... 11 

1,201 
8S6 

:~' .. :: :'9,92" 
:. .:: >1,60l 

: . $1,):,. 585 
,~. 'J '. "1 
.". I ... ,.AI,., 

$18,048 

806 
l,.344 

o 
$2,l50 

---------
$2'0,.198" 

• 

• 

• 
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'. 'SOtnHERN . CAL:tFORNrA :EDISOW: COMPANY 
, '.:; ,Xest'.Ye'ar 1992 

,: :.TRANSMISSION::EXPENSE 
,(Thousands Of l-'988~ Dollars. 'C'nJ.:'ess· Otherwise Indi'cated) 

Account,,; .. ,,'" 
" No. Description' 'Y.: • ~.~ ,r Adopted 

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

:,560.0 
. ':" .' 561.0 

. 562.0 
.,563.0 
5~.0 
565.0 
566.0 

567.0 

568.00 
569.00 

,::~' 570.00 
, "~,, . 

', .. 571.00 
~) .~, ..... . 
. '~ . .- 5-72.00 
"~.' :5:73 .00 

, 
, '- \ ... ' j \.... ~ 

I I .... 

.. . ... '\ . 

., .... -
" .,' 

... 1."1 ~ 

Operation 

Super.rision··, aDd~, Ellg:ineering:~ '/':'. '.' ,:~, :.~ 
Load Dispatchinq' '':' ;~~~ rc,', ",; : ... :'" 
Station Expenses'lc~<:: :<,," :~,.:.'~'. '.:-'.'(: 
Overhead Line'Expenses~,:' ... --, '. 
'O'nderground.,.Line Expenses.':,.: -~",~ ,c.'>, 

Trans. of Elect. By Others'·:·;~. "~<' 
Misc. Transmission,:.Expenses (" . 
Rents . ".' .. j", ' 

'I'otal Operation 

Maintenance 

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

" . 
..... • " .. "",.,1 ,\. 

----------- ~:~~~;~~ ... ~ 
Supervision and Enq ineer inq· .. - _ ..... -.. -
Structures~.,.· .. -,.i;,~,-:: :::::., :~C':: .. ', .... ;,::...:.~ 
Station 'Equipment ;,: .. ... ; l,''':: :<~ 
Overhead Lines :: '-: I" r~ :;, ...... -,~~ :,',' ::.. ."~ ;'" 

Onderqround Lines:::, ,-:;:. '..r::;;'!~~ :);" ...... < . 
Misc. Transmission" Pl.ant:: .. ') .:~ .. ,', ."'~:; 

-'" ,,I,, .. 

TOTAL 'tRANSMISSION (1988$) 

Escalation Amounts, 1988 to 1992 1/ 
Labor 
NOD-"'-'l..-r :~ .. \ ."! .... -,.~'\~"-': •• ,: ......... ~,~;.~ ,'·,",..n,,...·('"11 
~ .~~I _.J .~..,J .. ,w,~ v''''''_'''''' I .. __ ' ... ... 1."1. ....... 1 •• 

Other 2/ 
\ - :: ,'Xo,tal: ? ;_~ ,?.:. .::':; :::':(),::.~. ":':::.:';':..:~::' , .. ::: 

TOTAL 'tRANSMISSION (1992,$:) -:'<"~j-;; 
", ", "'~ 
_, I', 1 "J ~~ 

" "" --, ., ~"',:;, :f:,"~;« :,:;:' ":\,~:'::(~ '>:A;·r·t::~~~ 

1/ Incluclinq'co'St Containment. 
2/ Cost Containment only • 

. ~ .": .. :, ~).' .. ;'; .. '::: ~ ~o"'; ~:;"",;~ .~.;: ~.J' ':' :'<": '.': 
... :: ':~' .~~. (:.-:r~~,~: ,.': ':c·:;· .~-;:;.:i:; 1..: 

c . (:':;'$6,2'27 
'':: .: :;.:; 3, 9S:S 
::' .·c~lS., 6·78 
. ,,:~: . ..: 1,116-

-" .,'-,,,: 110 
'.' .. ' 8,92'8 

:~:. ' .. .; 3,848 
... < ;~"~~: 593· 
~ .. 

, .. _-------
$40,48.5 

4,25-6 
.:'; <~ • ,J ':'2',176-
: :: ... : '~~9' , 563 
r,; 2: • ~: '::9:, 9S6-
~: ') . ;:,,~;:' 102' 
.':: . :"~" 716· 
,A, "1, I 

~--,---.:----

:.,:) .$2~, 769 

,.«0, ~'" .. -,-,-:-~;e--- .... 

4,872 
2,S56-

(2'65.) 
$.7,.l63 

$77,4l7 
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• , .. ' I 

. SOt1'l'KERN'CALIFORNIAEDISON- COMPANY 
.~ Test'Ye'ar 1992 

.• ,DISTRIBUTI01FEXPENSE 
(Thousands. Of 198:8: Dollars. UnlessOtherw-iselndicated) 

'" .... 0. , Account .... . ,,' , .. , .. '," 

.~ 'No. Description "-
*' . ~ .. '''' ~ • .-.------ ----... --._----_ ..... _--.. ---_ .... - ... _.-----' 

• '. 580.0 
. .. 582.0 

.583.0 
.. 584.0 
585.0 
586.0 
587.0 
588.0 
589.0 

" .590.00 
.591.00 

,> .592.00 
593.00 

: . 594.00 
. _. · .. -5950.00 

.' ,596.00 
597.00 

...... , ·598 • .00 

Operation 

Supervision and:· E:lqineer1n9'- '... .< C.,! ~: • 
station Expenses :-.:~.:':': ' ' .... 
Overhead Line Expenses:::' \;:'. '.' .• ~' 
Underground Line" Expenses 
Street Lightinq.;-' 51gnal·Sys. ' 
Meter Expenses '. . -':,. ,.' 
customer Installations 
Misc. Distribution Expenses 
Rents 

Total Operation 

Maintenance ----.. -.. ----' ~""~,':- :""-

Supervision ana' Engineering'.'" ,~,,~<..' : ;,? 
Structures .•. ·.··'r;:·; ".:;~<_ :~:, ::.',::;; 
Station EqI.1ipment·'. ..,:. "--:-",':': 
Overheacl Services ; ..... ~.. ""':. -;:::: ... "~-:. 
"O'nclerground:;·'Lin·es(::.: . . .... ~.' .~ ." 
Line Transformers 
street Lighting & 'Siqnal··Sys.:. ';:':" 
Meters 
Misc. Distribution Plant 

- ' .. , .' ,~I;+ ~ ,.";' .r;:: ~"o' • 

Total Maintenance 
'\ ..f,._. ~ ...... ,,, 

• ' ,_. I ... ' ,,J"" ,", 

" '(I"','" 
Or'~ ,i '. ~ .. c' '-

; u, ' ~, ~..: ' ~,~,' 

.: .: Adopted 

:: . (,'$l8, 5ol9 
, , .>: '10, l2'0 
.. '~;< 7,632' 
' .... ' ,:\:~ 4 ,3450 

",:~. 954 
13,760 
10,029 
15-,802 
2,194 

$83,355-

i:C . <11~, 336. 
'~'). :)"'3,478 
.>~ . :: \7 150 
,"" ,", ,''''' ' .. ' 
'" -' . "23-, 8:62 
,~ :; . ': \'8 , 6508 

3,6·19 
. 2,053-
1,976-

15,088 

$77,220 

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

, : .. ~: : 
,.,.. \. ~ Escalation Alnount$, 1988 1:<> ·:1:9'92 1/ 

Labor 
~-" .. - '-" - Non-Labor 
,",,- ',' ~.~. Other '2/-()\~I,,:' ,'.~:::(~:::~::<;:~.>:,,:\~o'~·~~~·I":J\':".:C~r: 

Total 

$160,575 

ll,.982-
7,4.2'3 

o 
$19,404 

TOTAL DIS'l'RIBU'l'ION (1992$-) $-179,979 
. :" :'" ~ ;'; ~ ,'~ :'" ~-.. c ~~. ,~'J" ~~ c:t ':j ~.: ~ !::; :,,*' :,~ ::i j. ~\:: \.~: 

.. v' _'-- ~"":C' ;10,;. , ... :~': "\ '"'' ~',:.~~,,' :: .. ~-'~\:;:. .\~: 

1/ Including Cost Containment. 
2/ Cost Containment only. 

• 

• 

• 
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SOUTHERN:. CAI..:tFORNIX:; Ee l,S ON'. COMPANY 
. ,,', Test.'!{.ear 19 9 2 

. CUSTOMER 'ACCOUNTS: EXPENSE:,. ' .. : 
('l'housancis Of 1988; Dollars. Unless. otherwise' Ind·icated.) 

Account 
:' . :.-::No. Description' 

-<"-"- ~----- ... -----------------------------_.,. 

901.0 Supervision 

9 02.0 Meter Reac,Unq:. Expenses,., : "'~~' ,~~:~:.::, -.: 
. '., 

903.0 CUstomer'Records.·· and. >CoJ:lectibles" . 

904.0 Uncollectible Accounts '.,', '. . ,--,' ,'" ") 
" ..... , ...... _., 

. ::'Aoopted "".'----_ ... _--
$&r- 6.2'8 

26'r 140 

73,9·49 

---------
TOTAL, COSTOMER' ACCTS; (19'88$), ';.: ".. ,~$i'i7: r- 643 

,,,",:" •• <' . .. , .,,,.. ...... 

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

Total (Less Uncolleetibles) $109,273 

\Escalation Alnounts;;~:l'9'sa tC>,'l'9:92'::'~,ll 
Labor '.:: :~, -.<;, .. ..; 
Non-Labor -:;:o.::::,.~-;-:,:~·~~· 

O~er 70~0 
Total ~~~0~ 

Total (Less Uneollectibles) 

1/ Including Cost Containment . 

8r- 73 8-
2r- 79 6· 

o· 
$11,534 

$120,807 

except for postages and uncollectiQles in 
Acct.903 and 904 .. 

· . 
· . 

· ' 
, . 

· . , . · . 
· . 
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SOUTHERN CALIFORNIA: EDISON'~·COMPA.NY 
. . Test ,Year 1992 

CUSTOMER SERVICE 'ANDINFORMATIONAL EXPENSES 
(Thousands Of 1988.';. Do11ars-:- Unless" Otherwise': Ind'icated) 

Account -~; '. ': '':-,' ,:\ 
No. Description:;: .. ·< . ()Adopted 

------ ----------------------------_._._-- ----------

Residential &. Non-Residential): ...... : .. ': !:; :: 

Conservation, Service Planning, 
and··Loacl:Management;Expenses:.:1 :: : •. ~:' :. ,.':'>' 
-----------~------~-~-------~~-. . 907. 0 Supervision ... -0.. " ':,. :H: .~ .. ,." .... :., :$2,641 

.. . 9'08. 0 cu.stomer~;Assistance' Expense '" . ': ... ' , :", .~ .l:29, 320 

,9'09:'::0 Informational &;;Instruct~/Exp •. · ',":;';:' 

910.0 Miscellaneous 

TOTAL CUSTOMER SERVICES AND 
INFORMATIONAL (1988$) 

~". ," 1"'\1'1 

8,171 

o 

$140,132 

. ' ........ ". 

Escalation Alnounts f '·';19,8:8. to :'l:992,:-,':1/ 
Labor ':':"';; t,::. 
Non-Labor"·' ". ,,,:,;,:Z ", .-...... .,... 

.", 

Other ·~':"··:'·,:·G 
• _ ,.:" '~I 

..... ". ) " -. " 
Total ,!. ,,;,.-:,:' 

3,80S. 
9,5·30 

o 
$13,335 

- - .. - -, - - - - TOTAL CUSTOMER SERVICES AND· 

, ---------
". ,,:, ' - INFORMATIONAL '. (l9'9ZSr. :;:~,:<2:::~:,'J ,::;,,~,:, $153,467 

1/ Excluding Cost containment. 

:. 

• 

• 



." 

• 

• 
" . 

, ' .. 
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, ,SOUTHERN CAI..I~ORNIA;~EDISON COMPANY 
.." . ~;' Test Year 1992 

'V ,ADMINISTRATIVE & GENERAL EXPENSES 
, (Thousands. ,of'1988:001lars.',:tTnlessOtherw'ise Indicated) 

Account 
No. 

... ~', '"" ... 'oe' I.: <:: 
.. -Description - ,.. -" ". -- "" -- _ ... ' ... , ......... -- - --

'9-20.0 
, .9-21.0 

922 .. 0 
923.0 
924.0 
925.0 
926.0 
926.1 
926.2 
927.0 
928.0 
930.0 
930.1 
930.2 

:~3,1.0 

Operation 

Administrative & Gen"'::5alar:ies,-",:" .:' c-·~ <-: 
Office Supplies and Expenses:;,:;"":,::,;",,,, .. <::,') 
Admin. & Gen. Transfer Crec1it,·.;:::~·;· ,: ' .. ~'::'" 
Outside Services Employed,,; . ,,'" 
Property Insurance C',' "", .' 

Inj uries and Damages,'" 
Pensions and, ,Benef,i ts-'l'otal ' 
Pensions & Benefits-Health Care, ' 
Pensions & Benefi ts-Non-Heal th C' .. 
Franchise Requirements . 
Regulatory Commission Expenses 
Mise.. General Expenses - Total 

,$8'5-,942 
,:, .6-5,,668 

General Advt. Expense , ,." .. ";. 501 
Other Misc. General Expenses. .... - ,," . "-" ,.,,49,468 
- RD&D , .:: . :48,714 
Rents ::c ,: .. , ,.~.:,::, ":,, ., ,;::)_.:,: 

Total Operation 

Maintenance 

.. ,' ':~, :;.:: :.: ,~~,I";';: . ~. .;~ ,~~ ;:: j-0 
/",.:-. ;, .:·:I:~::":I:~f,,:; ,:1'.:10:' 

fCJ: t~;~. ::~ .:~ ~ !::' ~.~ l", ~~'t ;:'::: 

"\~ Q ,t :.:" oJ' ,:;:~: ~~~ -.,J~ ~.~~ .1:' ~= 

----------- ~:~~~?O~ ~~~O:~~, 
935-. 0 . Ma intenance.~~f: ~,Gen~r.a.l: ];:'lant·, \, .... ;' -;', :~: ',': ,::.t~ ,'; =- .:::::) 

.. ' .. " 

'." .. 'I .. ' 

.~ ;':". ~; __ '.) c: ',: j ::: :~., t: ,,_ 0., \l ,~ .:\, ~.~ '": .:: .""_". ,:', n' .~~ :.~;; ~ '\ 
Total Maintenance .,".:",' --., . ".,--<." ( .... ,. ; ~. : '.,.-..... ~, _ v '" ... ~, .,,' .... ,,,.... • .'", i \ '. _ .... "~ " .. .v ' .... I '\ 

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

... l"j .,1 ',., ... 

~r: .~::. :::'''0' .~ .. c .. "':~ .::':1":"):.::~,,, "'/: 
Escalation Alnounts.;,;: :19~8:8:-::.tO; 1:9:9.2;-:~, 1/).:;:-:; ~'1:-: 

Labor .-:(~~ .,' _·~,~i:.~::\c·;.<"'11 :-~~·-;:.-:~c. 
Non-Labor , ,W' ~: ::'::I'':':;'(:''~~C= l.~:~:",:/: 
Other -~ C1'::' ~'; ~.:~ ~ ~~:.!:-: j~:.::: 

Total ~ ..... " "'; , ..r ;. ',' _., ~ ,'" 
i,.,"-.,,4H ~",f '..ol,~ ............ f_ .......... 

• 'r:,: :~,~~ ,,'~_:.::)".:-"i~:~ 1~~\:7C-:~ 
1/ Including Cost Conta~nment except for 

Health Care, Franchise Fees, and RD&O. 

Adopted 

$,116·,220 
28,58.8 

(28,643) 
5,734 

17,05-3 
27,137 

15l,6l1 

31,738: 
2,6S5-

49,969 

2,729' 

$404,791 

13,528 

l3,528, 

$418:,3·19 

$386,5-80 

14,845, 
13.,65-7 
(2" ,853) 

$2-5,648 

$443,96,7 

$412,229 
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SOOTHERN ;CALIFORNIA::,EDISON COMPANY • 
,," ,~"Test Year 1992 

, .. -/,: 'EXPENSE :":SUMMARY 
(Thousands of:1988 'Dollars Unless ,O'therwise Indicated) 

Description 
, ~.' .. .'r 

-----------------------------------------TOTAL NON-ESCALATED--"" -, - -. - ,- - ,-,.,- '" ,,',' '" .... -

Steam Production \'~C,.::.::' ,,-;:');;;0 

Nuclear Production -.. '. ~, .. - --~ 
Hydroelectric ~:Product:i:ori; . '~' 3: ~:'::: :~" ::- ::>::'.~~, 
Other Producti'on ~-. i:r ~::r~I::':·. ,": :'~ .. ~ ~: ,);: ::~ :;, :.~ "r' ':'. ,:,~ ';: >~ I,:: 
Total Product"ion'" .... ~ -::'::t -.: '::,~ ~'=';.' . - '. ~. \ :.~ t. ,: .... : ,<~,,:.:~/~ 
Transm.ission ,.:'<::f,:.:.(~'7~'·":~· ;:~,'>:t ~'t"'~'.>::.: :).:.~;::;.,(i 
Distribution '<):'::~ '~~;":!.:: • ','.,:.,~-::..,::".:'~: 

CUstomer Accounts'·':::,·~~··,··" " .. -." 
CUstomer Service- &:Inf'orlna't!on:al, ' ,-

,':Administrative and':General 1''''".:;. 
',Additional· Productivity ", ,~''':'' "'~:, ' 

"',., '"",", .i'~~ ,', (.j'~:"., '- "~.' , T •• ~. ,,';: • 

TOTAL ESCALA'l'ED 

;. ,,' ':: \ :Steam Production 
Nuclear Production 
Hydroelectric Production 
Other Production 
Total Production 

.- _. 4" oo'!< J ........ / .. 

• "\"._wI .. "., ... " 

',,"" , -

"( .. "I" ..... , 
...... " ~ .... -,..' .. 

Transmission 
Distribution':'~~:' ,~,:; ';' ,: ':: ~ ;~>: 
CUstomer Accounts ----.,""--,~ .. -­
CUstomer Servi-ee' -',: Informational"" . '. : 1.'< • 

Administrative and General 
Additional Productivity './'.:;:": ~, .. i:-' ' .. '.:.,., .,. . ~·":~·('·I",' 

Total Escalated (1992$.) 

TOTAL ESCAIATION~(:i9SS.$ 'to i'99-zs:r: J "'''''"''''1'''. "-', ,."\. .,...... .~ 

steam Production 7.\':- ;': ,]"',' '. ~ :: :': ,:~ '~:: ,';:.. .' :', :'-.:.::' 

Nuclear Production 
HydroelectriC. Product'ion!',:~:~':<f ,-,:, :>: ,;/~:~:::. 
Other Production '~.: '.,." .. 
Total Production ',~,(l,::, ,::--:'-:7,;": 
Transmission ","",' /\; ....... , 
Distribution " ., '. 
CUstomer Accounts 
CUstomer service , Informational 
Administrative 'anef'General: " " • ..: >::' -', ,: /::'/::";~ 
Addi tional Producti vi ty , .' 

~ ~ ·-:I./L,<r~, ", ~h,~-:I.--:':,.'"':""". k,.:"~"l::', ,: .. : . .:-\:;.,:-

,-.",,¥ • ' .. ' 
('~ • - '<', 

I'" ,., .. ., .. , . 
.,.' ~ . ... , .. " -' .... , .. , ·.l": '"..-

$205,462 
227,2'14 

C • c ':f9, 168: 
~J • :'~i8, 048 
".. .~"" ("'" ,..., 
' ........ ,,::. .. ~ 
.. \." , .... , 
... l • "Iw- ,,)~ " .• 

,') '" ,\:: i? 
'::: .. .:~~: C 
~ '" , .... ""\ 
.~' .. \ ," ... ~~ 
.', '" ,I', ..... 

.', .. '.' ... , 

. , ..... , 
,.. ... ' .. , 

.., ,~ .... ) 
.... '., ,.lI· ... 

" ~,:~ ,", 

228,752 
: . ':2:52,811 

2'1,480 
20,198 

23,290 
25',597 
2,312 
2',,150 

Adopted 

$469,892 
70,254 

160,5-75-
117,643 
140,132 
418:,319' 

o 

$1,376,815 

• 
$523 241 , , 

77,417 
179,979, 
l29,.178: 
153,467 
443,967 

0-

$1,507,249 

$53,34~ 
7,16,3 

19',404 
ll,534 
13,.335-
25-,.648: 

--$~;O« 
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'SOUTHERN CAUFORNIA EDISON':;COMP>.NY 
" 'test Year 1992 

, " ,'LABOR·~SUMMA:R.Y 

(Thousands of 19S-8001Iars't7nless Otherwise' Indicated.) 

Description ,'," ,'". ", "," d' .:I : ~","" ,'-" ". A optelOl. 
• _________ ... _________ ... __________ ~ ______ • "', .... _ '-'P- '." _ .. ~~. ,_ .... ' .... ~ ..... _. -' ________ _ 

_________________ -... __ .. ~_~ __ ~ .. ~ _. '" __ . _~" or'." _ ....... ' '.0'._ ~" ..... r, ........... ,_ 

Steam Production ," ':' ~;$68-r79'6- :::., 'I;:::;;;' 
Nuc1e"'r, ,--Au'ction ," - ' ... ~, l'lA", ,L!L!'9"" "-,"'/.' ~ .. C.J".\J'W, ,'~_· •... I·, ..... . "',v"Q ........... ~ -.I ... 

Hydroelectric Production ~'::: '.,:;:,:". ;:,.;", :; . :) ,:XC);90.4h :.,:,. ~~,,(.: 
Other Production .-:,~)-~::":),&;:SJ;:3 ~~:',~;\:;'C 

'" ,. ',: ,';'l"otal Production :",'1;:; ,~'::':J:;': ::;'0-:<-:- .:.~.:'.-:.,:, 
, ~ • Transmission ;;:: ,':~~~ . . (~'~:::::y-:~'.::' 

• ,Distribution :~C:_~ :;-:; .. -::; .. ~:.:::,'; lc 
,_. ,CUstomer Accounts ,:,::",~ ;',,:»::,:, ~;',):-::Q~; ,::r:':-

,CUstomer Service ;tc·:'I~orma.t'ional :,).;, 1 ','--::: ":,;~:,' '};;;;O";',~:.!') 
. ," ·':.Administrative and General~',");: ';--:: ."/,; ~',:: ,:.3,::', :: ~~:;,-:: 

., -. " Additiona.l Productivity \;;,>.r,,;.~:: __ ~-, ';';:; ,~::.,::~ ":~~~~i\ 

',To:tal Non-Escalated ':Labor',~'~ ':", 

------------------... -----~-.< .... --- ,-. -". --" -"'. -, .... '""' .. ~-,--- _ ... -_ ..... 
Steam Production ',:, ,c :':1:'7:;'3'0'6 ::: ::' 'Y::~: 
Nuclear: Production ;'~.::::: ,;~:, :1:2'8;'854!~'" ~ :;-.:.r;!~ 
Hyc:lroelectric Proc:luction ;':O? ~,:. :;:,;:::<:' '~.'. ·~.l'2.,ZS3::\';:'·::.;::\:::-: 
Other Pr_Auctl.· on ", .. , .' .. , ~'--'~l'''''' -, .-" .[ ... ':) U\.l '.'- 'y ... ',.; .... ,., ~ ;;1 .. I.. ~ ... -t._ 

" ,,' Total Proc:luetion~::.: :7::': ;:)'::'--::::~~: ::':"'0": 
" ';;;', ;, Transmission ~,::;,:: ;--::'>~.-c::,:t::~:.."t': 
. -,:,' ; Distribution .. :::<:,:·~:,i'::~.::~:·: 
" ,'. CUstomer Accounts ;, ;;:; ::.. ':',:<;-,~. ':: :~I ,~; " :: ..; :J:' 
'." '.:CUstomer Service &': Informatlonal::~,:,'·-,<~ -~.".;::):.;:::.:., 
': .,;Achninistrative and Genera'l\:'!';':'~' .X'" , ' .' :', ~ .. :::"', ';::~J:::/\ 

Additional Productivity '.',~,~ '/,',::::.~: .:,:-:: ": __ ",::,C"~i' .:: :::::::rl 

,'Total Escalated Labor 

-----------------------------------------,--------Steam Pr-Auetion " ",:, -'·~!).';',r.,.'o' '-'·r) .... ·;" 
\JW J , .... - ... '"' ·"0 ,~Jw" . ~ .,:~ 

Nuclear:Produetion "',"" '1'4'~laS'\'> ~~:;" 
Hydroelectric Prod.uction :~,:>:-::;,-:,;;::'~;:,l~Jl¢9.:,"';;'(~ 
Otber Production ;';,:;. ",;-'';;'':::~8:0G: ":~);i;-O 

. :'~ ,-Total Production :,;<:; ,:, :,:':)',c ;~ .• :.:~'.: .~ ~.,:;f:':' 

., " . ':Transmission ::';: ~,:,',::::,:~!,,:::::::;'7: 
:::' ,\Distribution ..---:':< :-::,:,::~~ ·c.:':.:'::C 

;:. -,.- ,';CUstomer Accounts ;,:~:: :",:,:c :' '-,r;r.C:7;~;./'J 
": ~": ,:CUstomer Service &"In!ormat:i:onal ,.-:,,'-;"<~ ·,·:c'."::::':';,!::': 
__ ,I' 'Aclministrative and. General' :,1.'.:-:; :;;C,., .... :,:,.:;;,~,~:":,~j-:l':';/:, 

, Ad.ditional Productivity .,~::',~':,'_':':;~"~:, ,:,::':.i.:'~~:j:::,,\ 

$200,882 
39,384 
96,,861 
70,638 
24,064 

116,772 
o 

$22"50,732-
44,.256-

108,843 
79,3,76-
27,869 

131,617 
o 

$24,850 
4,872-

11,982' 
8,738 
3,805 

14,.845 
o 
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.' SOOTHERN CALIFORNIA EOISON':':COMPANY • 
. : Test Year 1992 

.' . NON-LABOR S~Y 

.',"',' " 
." • . .1 ....... 

.' '"' \ .' ,- . 

:' (Thousands of 19S8 :,OolJ:ars Unless Otherwise" Ind.icated.) 

Oescription Adopted 
•• __ .... ________________________ ,, __ ...... ,...... • .... , p. ~ '.0'- ',",' ,",'~" .'., "',_ ..... ~ ___ .... __ 

NON-LABOR NON-ESCAIATED .:.(:t988$)~·:~.. '" 
--------------~-------.-.-... ---....-.- ".,~ ... 

steam,Pr.oduetion 
Nuclear.'~Production 
Hyd.roelectric Prod.uction: ":'" '~.' -,' .:, .:;,,:": :>~.a:;.:Z64 ~:":":::;'{:'~ 
Other ::Px:o'duction :::,~. ~ .:.~1.';s.3:5 ~.: ,>:-:.:'-; 
Total Production .:.:;: ,:.,.:::.;..,:~,,),,:,:,~:, ;'~:1S2:~9, 574 
Transmission .. ;.::;:: ;';. :'- ;'~':/"! 1,:::',·2'1,942 
Distribution i~:- .. ::"'~_: ~,:,=':::';',~,:.C63, 714 
CUstomer Accounts .,. '.:':::, ~:-.'. ':'.r":':::;~~:.~, .. ':24,002 
CUstomer Service:~ :-Infornational . :~ "I~, :, .:;: '. ;:-:<:: :: ,: ::':63,239 
Administrative and Genera-l, .'~.' "".' .;,,':,:':,::~.';':~02',,131 
Additional Productivity .. ~, ' . '"' :"!'.~~''.:;'"\ 0 

Total Non-Escalated Non-Labor 

'.'~ ... > v, . r ,./ • 

-----------
, ... "' r 
--,I';:., ,...., .• 

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

Steam Production :'.: l'4~,:a:6-7:, .~:-,'J ,~:<: 
Nuclear.,' Production ,~::; ,::::~1:J:2'';'67~ '::.I.~ ;,;.,:>. 
Hydroelectric Production ,~,~ :~ :.~ ::') ::" ':' ::.'~ :.~g-~.2:2'7: .: I,':. -:: :,:"(; ~ 
Other Production .:'(.J :,:l2r;'S.~::::'~~:':,~'G 
Total Prcxluetion~'):: :r~:':.:;::.': ::.'::- ':' "",$278, 650 
Transmission ~'(:: ~ :::,::;.:";~;:~ .. ::;'24/498 
oistri:bution ~'c ,:: :.<: 7. :':: ~"71 , 137 
CUstomer Accounts ,,:,:::·,,_'i:::;~:,,:, ::::!:;:·.::,:~,-::,:·26, 798 
CUstomer Service &c, .Infonna·t'ional ':':; ,: '.i":; .',: :;:., ,,;:,'i .~~ .; ::12, 769 
Acbninistrative and General"~:<"' . .:: ':.~c\:,:.~. ",'.:: ' :'::. ~;:::1·15, 788 
Additional Productivity"::' ; " .. ,~;::.; .:: .-;. - '.~ :.' ';::. .:: .,;.~.:.~ :;:.;\ 0 

. -~--------
"; Total Escalated Non-Labor 

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

""",' " .... " '\ ,., 

, .... ,"" " .. . , .... \ ." 

" ....., '~j 

" ,. "; <,' 

-------------------------------------------------Steam Production :',' :15,;:012'~~ ;:, ~;::):';',~:; 
Nucl eat: :;Production :'. ':'." :~ 11,,,757 ~ ':' ~).::,.:: ;.-: 
Hydroel'ectric Production ",., -.. ' .. <~;" ::)"~ .. :::963-': "o-;;j'(::~ 
Other Production~:;; -~'1 ;34'4",. -;:"),',: :?C 
Total Production::,':;, .~·:I::\;c-:.-:;r ,:,::,'::'$2'9,076-
Transmission';,; l: ~::~; ,:~::-:: e..-:::'.:2, 556-
Distribution c:c':': .:;:'/:.:..:.:: >:.:::::. ;C7 , 42:3 
C:Ustomer Accounts -".,,~.(.):;,?/~ -::··.:~c'::-,:;:;-:2,. 796-
CUstomer Service &:::~.Informational '~',,:':--:;";':': ::''):';c:':'';:~:''i:9,5:30 
Aclministrati ve and General: "'.;";j:-:: . ,- ,.: -:: .:::: :,,:,.c.: ;.:;. :"::1;3·,657 
Additional Productivity '<:::-.:: \/' .:'::: .•...•. ::'~ ,~,,~:,::-.. <::~ -, ~;o/\ 0 

T t 1 N ,. -b E 1 ti ~,... ,/ ",.- ~ .. ~ .,'," ,,' ,. " ," ·~L"5 03 0 o a on-oIoIQ or sca a on ",.'" '.''''''''' _, .• '_'" A"'~' Q-

• 

• 
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SOOTHERN' CALI·FORlaA: EOISON.:<COMPANY 
, .' Test Year 1992 

"," ,: OTHER>~·.' /. 
('I'housanc:ls of 198'S' Dollars Unl:ess Otherwise Indicated) 

Description ;": ... 'Adopted 
• _________________ - oj 

OTHER NON-ESCALATED (1988$) 
~------------~~------------Steam Production --$-7-,·81·1~--·--.. ·-·--

" ~ : NUclear Production -:', .': :- . V');': ,. "ll'~ 62.5: :~ -::::~ '.' ,;:' 
,. _.- -Hydroelectric Production 0 
" :,:::: Other Production :::':,:,:::~' ~-; -,-:':) ~::/ .:0, .:> . .:;.-,:,'::' 

Total Production $19,436 
Transmission .; \>~.<:' ~;:.:;-.:··,{,:S",92·8 

Distribution .. --.------~,---- 0 
<_:,: ';' ~tomer Accounts';; :;-:),:. _ ::,::·,~:"·:":0::) ,:,::~~": .,' ':-:: :'~: ':;c')::2'3~~ 003 
-: . - CUstomer Service & Xn!o:rmat'ionl1l,·~·,,"~" ;:("-;:,:>.;:: .• ,;::.-::<52·;829' 

" Adml" nl" str .. tive anA Gener"l~' ,- ''', ,"' ',- .. ,," , '-, ',.-: '," ," '\ -" ~ "., ::],9"'" 41 ~ " U W ~ .~ ... l .. " .~, .. I", ._.". ',t.~ -0"'. ;;I., ~ 

- ,., .. ·Addi t·ional Producti vi ty "'. , o· 
':: • :. '" :' .. ,I'''r:< /~,~ .~ ....... ' 1:,' (. ---....'------

Total Non-Escalated Other $303,612 

OTHER ESCAIATED (1992$) 
:. ':"' .r ___ .. _~ ________ ..... __ ~ ____ _ 

' ..... -'-. ,,"" . 
. . ~ ,; ::-, Steam Production 

_. _.- ·Nuclear Production 11,280 
',' ::: Hydroelectric Production;;.:;/:, ": .::c,~y:' :'::~;,O( 

Other Production o 
I" ....... _ ... 1""" 

...... -.J_ 1 .... .... 

_.- - ·Total- Production 
>::. :rransmission 

Distribution 
customer Accounts 
customer Service & Informational 
Administrative and General 

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

,_ . ...,; ... ...., 

$18:,8S9 
;~ . ;.;.: ;:,~ '::' .~ i.;. :~ i8;, 663 

Additional Productivity ,:e::.":".-, (:J::':, ,<::, :,:~,':' 

o 
23-,003 
52',8:29' 

196,562 
,:~ ('. :) ~~. :.' ',::\ I:~;': ~ 0 

. :;. Total Escalatea Other 
(X:~ z~~~~~,:~2 .:~x~) 

OTHER ESCAIA'l'ION (1988$ to 199'2$-) 
--------------------------~--~-~~ ;' .~ ~. steam Production 

:', ,: NUclear Production 
_ .. '" ,Hydroelectric Production 
:~:: .: Other_.: Production 

. ,"", Total Production 
, : ~ ~ Transmission 
:.: .: Dis:tribution 

customer Accounts 
,,: ... : . CUstomer Service & Informational") .:: 

Administrative and General 
:~ '.' Additional Producti vi ty 

Total Other Escalation 

-. '(:2:3;2'n;:;'\ ~;:) /. 
,''':>'(:3·4-5)~:·,:-:r:,· :<::.7 

o 

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

'b;'": :.;;~~ ";' .,or:; :($S 77) 
. (265) 

::: :"1:,) ~,: -:-:,' I_~-q:.~:.t.',~ 0, 
o 

::~~ .:: "': ~ .... ~:.;~~ O· 
(2,853) 

~;:":: _r':';:.~ :)<:::.: ~ 0-

($3-,695) 
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J :::.-APPENDIX D 

'::SOUTHERN.: CALIFORNIA: EDISON':COMPANY 
Test'¥ear~1992 

TAXES· OTHER 'THAN: ON INCOME 
(Thousands:. of: ;199'2 Dollars:) I' ..... -

:Description ...... c.;',. Adopted 
.... -------------------------------------- ........ ' ..... --------------

> .' 

Ad Valorem Taxes -------_._------------------
Ca., Ariz:.::;~· N'.-M., Nev. & D.C. .. ~ ; .. ,.~.:: ",.- ..... "; -'.' "$.,·11:21' 809 1_ ,c_' ... ~.~ ', ... ' ..... . ,J....,~ ~ ... ... J.. ~ 'I 

Total Ad Valorem Taxes 
- ,- , ...... : :' 

'.. M '\ '" .... ~ "I' 

:;'::' Payroll Taxes 
~ .-, -------------
:: C·: Federal Insurance Contrib. Act 
'. ;:.'~, Federal 'Unexnplo:yl!lent;clnsurance'.: 

:. State 'Unemployment Insurance::) :-,~ 

(FICAl:~:::': (.:':':I':':':::~·:4:.c, 755 
,;,:' '::1:'1 .~~ \/""";.' . ~:'~ ':::' l~~ t-:'!. .:. ,:(: ;.~ ::;-:i 78.' 
'~): ,~:' "", • ,I \.' .~ ~::' _.,1 ..... ', ,~~.;~ ~ ~: ~~ '7:.:)/~ 6,44 

".~-:;:..~:-:";'--~---

... - .. _.- Tota'l Payroll Taxes 
\ .... ,." 

. '.' ~ '.,. ;..; ,~ •. r' 

Miscellaneous Taxes 

Superfund Tax 
Miscellaneous:-Taxes 

. -' 
.1 ".l." I,. ' .... 

::;;',.' Total Taxes 01'01 (1992$) 

'- ' .. ' . 

~-::;:;:. ;: 'ow r ••• : :,'":.':'l:" ... 

46'/ 186. 

,~::::; .:.: ;,',1':;: ", (~":~~".~.~';":'~/;.:;;:2: ~:~~~::"':?() 

-. -.~ _ •. -. - - - - - - - - - - - ,_ .. - - -1-, 528: 
;",:):: :::~;.; :;;:::O~·:; ::l::,'):r~( 399) 

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

;.~::~.1:' ~~ ::'::,;77':':C :~,--::: ~~ . ':' ;'. '''-::'~:'~~ ·(·}rr:·,~::·,,~=v:> 
:. .~, ",: ,) .. -:~:,::,. :;.:.-~ ::~ 'o.' ~/':: :~~::, ~ :)' .. :.;,~;~ 2: ~~ .. \ 

---~--------------------------
"~ :~' Federal Taxable Income 

(excl. Superfund Tax) 
~ fil, .... ~; '.," _ .... . 

\ \~ 10 .: ', •• '~ ,,' ..... , 

Plus: ---------------------------------
ACE Adjustment 
Tax Preferences 

Alt. Min.:: Taxable Income 
, .~ c· '.~ Superfund Exclusion 
.: ~ ~'. '~ ": 

~. SUperfund Taxable Income 

,'; ':'.~ :: :'~: ":;"::::::'~ f~'J. 3'18.:"; 4l. 9 
.;".~~.~ .~"::- ,J'~c··::c: ""! e.~: .. \ ~:O~~r 2'6·0 

,,":,:;:, ~:;:: : ~~r:: .~':: .. :.'.: "'t,:'~·~)~).t ... ,--..... -\~.;.-.--

'~l Superfund Tax Rate:::';:o,.:: '::- .. '; .-~::.::-::2. '.'~,:< ':-.:_)2 -:::·.)t;'::;:,:i:~U':O.12% 
: :.>., :::" .: / ~,:~"::'-:)r..~'T~:' ~;~G ·)v.'~ ::.~:'~"'"!;~:,! :~!1':::::',r. .. 

superfund Tax 

.. , 

., 

• 

• 



,-

• 

• 

A;90";:'12-01S et al. AI:1/J.. • 
CACD/scl/9 

.... '-'-" . .... ;:"} :::·,:Page-l7 -of 33 
it '\.: :~j ~~.~ ~\(':::)j~":) 

,.': :~.~>'.' 'APPENDIX D 

SOOTHERN : ,CALI FORNIA: 'EDISON COMPANY 
·::Test Year 1992 

INCOME:'- TAX:;AOJ.US'I'MENTS 
.. (Thousands'o! '1992 Dollars) 

. . Description 
",t"' 

' .. 

California Income -Tax·Adjustments···· , ...... - .... - ......... ,'- .. 
• _________________________________ '1'" , •.•• :.; ~1,·: .. !·::' 

Tax Depreciation (liberalized) 
Nuclear Fuel Mort. (liberalized)-" 
Fuel Oil Transp. ·:Fac •. CJ:£beral:ized) 
Interest on Long-Term Debt ~., .. ,. ,I 

Interest on Accumulated'~ITC· , 
CIAC'Revenues 
Non";'Oeductible Business Meals, 
Ad Valorem Lien Date Adjust. 

, .. Removal Costs 
..... '-Right of Way Easement Mort • 

. Repair Allowance 
Salvage Warehouse Exp. 
ACE Limited Insurance 
SUperfund Tax (ACE) 

, .. , /'~':.' 

... " .. _. 

,', .... ','" '.", ." 
".,J • • , " •••• ,' •• 

.. ,,,',., 

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

,~ ,. , 
.< •• , '.,'.,,' 

r",~ •• - .... , 
~ ~ • .., . .,..1 

'~,~ "("'"I~ 
I~~ .. , .. , - ... 

Adopted 

$,725,993 
(74,902) 

(5,479) 
475,750 
(l9, l32') 

7,606-
(390) 

2,252 
42,837 

l,565-
2'6,685-

468 
(903) 

(l,528) 
-- ...... - ..... ~I._ ...... ~_- ........ ___ . __ ~ ________ _ 

.. " " ~". .,. .. ~, . ' .. -.;~' ~--~~$l l79 8'22 .:.I. .... ---.~ .... '.~,.;., , 

,." \. ' ... \ .... '. 
:~ .. '~ ~, . _'~" '~.': .. >-:;':-:. I.:';' ::J I .:' ~ ':;: ('~~) '::.r ;:; )~~ 

. ;'. :'Federal Income Tax Adj,u~tments , ' 
~~----------------------"'------I"'·'.J .". , . 

. :'Tax~Depreciation (libera.lized)'..:'''''' 
-- .... Nuclear Fuel Mort. (liberalized) 

Fuel oil Transp. Fac. (liberalized)' 
Interest on Long-Term Debt 
CIAC-Taxable Income 
Non-Deductible Business Meals 

, :·Ad·;·Valorem Lien Date Adjust. '. " 

Removal Costs 
Right of Way Easement Amort. 
Repair Allowance .. ·,::."'r~ ".'~ ,>&.' ,-

Salvage Warehouse Exp:" ' ...•. --'-
··'·ACE:Limited Insurance ",''oM -,:.,~.: r', 

Pre~erred Dividend credit 

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

'r~ .:' ','J J~'> ",~"~':'J.:: 
.... "\.. ,~ '. -:..,4,1 ' • .',; ::~ 

• _ f_ ...... '~ • 
" .... i _, ( , ~. 

. . ~." .. 

y'~.~~ :·:),~~O~r:.: 

::"';.. ~""~ -~~ .. 'I"t;\< :::~} ".rr:-; 

" ..... -. - 'f~ .. ,.'1 ... ...., ... 

876-,147 
(73,52l) 
(6,479) 

475-,7S0 
(42,5-52) 

(390) 
2,252 

25,7l9' 
l,545-

17,325-
468 

(903) 
832 
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APPENDIX D 

SOUTHERN : CALIFORNIA.: EDISON COMPANY' • 
'Test Year 1992 

TAXES, ON . INCOME .,,,": PRESENT RATES 
" (Thousands of ~19"92 Dollars) 

' ..... . . ' 

.' ' 

.' .-". 

Description Adopted 
..... , '" 

rillli ________ _ 

California corporation Franchise Tax 
-----------.. -------... ~-.~---,..-----~--.... - .... ' .- ": ,I; :.~ ....... :" .: : .... ' ." ... ~'\ 
Operating Revenues - .... - -. -: - - .,," " .. _.".- >0,_ •..•. - •.•.•• - •• $4 rl3-6, 966 

oper-tl."n"" ~nses,.-:~ " ,:~:,;' ,~:.' .. ::, .... :~:",~,.->! '::"'1',":5:'0:'"9, •. 071 
... ":JI "-"""/:'''- -, '~ .... -. +' ,'. ,J... w '"'. • _'j .... , , ~." .~ ',,' I, r 

Nuclear Decommissioning Exp. (Qualifieci);-::": ;~':; : 1:,8'3,8:8:3 
Taxes Other Than on Income~.·<~:. ',-',~' :,.~ ::',:- ·.~<~200,12'4 
State Income Tax Adjustments,.,. .. , ,-....',:. ' ::.':'''' '~1"'1'79 ,8ZZ 

----------\ 'Of ., .. _ .... _. , •• 

california Taxable Income'::., ~ :.:. " '.' .::-'.,'.::' $1.,..164,067 

CCFT Tax Rate 

TOTAL CCFT 

Federal Income Tax 

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

:'-:""., ;.; .. :, : :::; '::':.~ ;~,S:10'1 ,.566 
.. t~:.r:~; ':,,1:'" :~j ~:, :-~~'~ ... ;; :".; ~~~. .;y:.~: ;'~ \,' .: r:. 2-
0=-~~~~~: ~s~2~1~ :~A 

' .. -- -. --_ ..... --~ ....... ----.. -----------
:~ .. ~ .: '. ,:.~ : ,.:Operating Revenues $4,136·,966 

Operating' Expenses l, 509,07l 
Nuclear Decommissioning Exp. (Qualified) 83,.8'8-3-
Taxes Other 'I'han on Income 200,124 
CCFT (1991) "~" ~,'.:,::' :<,.'~" . . ::,.y< .... ' ·.·,.~J.l;0,4S2 
State Income Tax (Ariz,&·NM):,. _ ... - -_. "''',"'' -, ." - .' .. - ,-. -2 ,325-

',~ Federal Income Tax Adjustments .• ':, :';:: .. :-.: ,.;: '.~.7"·":.1,.:27'6,193 
... ' • ' •• '1" 

, ., 
\ .. ", 

' .. ' '.' ~'\ 

. , 
." . r~ ... 

'" ~ . '-

. "',\ . . ... '-,". '. . , .... -"" --:",:,;.~ .... -----
Federal Taxable_Income -. .' J:, ,:. ." - "',' ,,"", .. .' "$9·54 919 ;' " ',."-,. -.~. '--.,- f 

" -' _ .. : ; .. ",~.' ","'~-< • ...... .1..... ',l" ," -', ,~' ...... 

FIT Tax Rate 

Federal Income Tax 

~ ,:.'~~: :I/':~~":":'" .:-'; '~~'I;': .,<~.'::..:~ "~'I~"'A' '~:':r .::··~:·pl~: 

Ariz. & NM State Income Tax 'J:J:~. '",'j:';,:."; '~~>:"~';';;: 

California Taxable Income ... ,.p •. , ....... , •• -', ,:, ....... , """'$1''',164 067 
, -'." •• ' _ :.... ~ •• "-' .,~' , •• ' " .. _100 •• :.. • I.. ' ., , 

--,--~- --, " -Arizona Tax Rate 
:~'::.~ ,.: ':':: .:New Mexico Tax Rate 

: .... ;":.,~~,, .. ~:;, ~:.~~'')~:.:I' \/'~L':': ~) .. ~;~~-:»~: 'j":~:: 
0.1641% 
0.035·6% 

Total Rate 

Ariz. & NK Income Tax 

Income Tax Deferred 
Investment Tax credit - Deferred 

Total Taxes on Income 

$2·,.3Z5-

$94,.100 
($18,540) 

$504,.lZ3 

• 

• 
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. SOtr.C'H:ERN lCALIFORN'XAEDISON:,'COMPANY 
: " .. ' 'l'est'';iear 1992 
,DEPRECIATION EXPENSE 

(Thousands'ot':l:'9'92' Dollars) 

Description 
", - -- -------------............... ~.-.~~~----.-.-------- ..... ,,,,. .... ------

De . t· E e" .' .. , , -", .. ' ~,'. ,." '. "-" -" -,' I"" precloa loon xpens,'" "" I, - '_'." ". . • ~.." .. , .. ~i) _ ',. • '.' ----------.. _-----_ .. ~ ,,, ..... - .... , .......... , ,-' -.... ,- ...-. '" ._ ...... ' , , ... -...... _.- -------
',' ", ,- .' .. ste'"" .... Produ-';on "'-.. ' ·' .. ··.";'1° ~'(" ,..·,el.O,~ "0·0 ~ w t.-. ~, .OJ •• ""' ... ~ .... ~ .... t ';';~ IIIIIIi , ..,. 

"", :.: ~< L : Nuclear Production ;-.<:.~..:~_:,'~.r'~~,.:).!.,,:: ~!,\~) .. ~:~O:l,.201 
'. ,. ,._ Hydroelectric Procluction ~;C',~ '::·:'H.::JO-:'~~ :,:: -:: ~':)'.~ ':','.:;:':::.)'lJ., 2'42-

,:: :,,'1:r:~: other Production ~~i.',::.~·~)J~i':,<J_:r:: ~~)~~.lo.,,973 
:. "':.!">:::' Transmission :,'" 0 L ;,' ~:.~ r.:~'; 11,5'6'0,888 
• ~ ... , '.:~ ';' , .: Distribution ·:':('.~;~::c:~'::20r2',. 75-4 
:":~.: ,c':;:. General .~:;":':::1::'52',.2'2'0 
,- :-~, ,:~_ Experimental Plant ;.::,:,>:,~;:,:::-:<.',;;~.::).·,:;.C'.rxS,.68'8: 

',c ... ,. \ ,".::.: ,:-:~ Subtotal $648,2'66 

Deterred Debit ;:;;. ',';: ... ,: ',:.'~: -; ~ .,;->:-:,;;';.,' 
Nuclear decommissioning 

DSM capital Program. 
,,,-,' ~ \ .' 

~'(:".:J,;rJ'")~~ l :·~;.3, 369 
96,32S 

- .... -,~ .... ·-,Total Depreciation Expense $748,0'03 
, ,".~ .:: ~ "\"/" .: ... ~:,.. :., \~ : ," ~:/: "~Cj ~ ~b •. ~ .~ 0 .,.;" ~~ ".':': : .'~·r:-07 

Depreciation Expense Charc;ed to' Other Accounts 
------------------------~-~~~------~-~~-------

Other Depreciation (General) 
Fuel oil Transportation Facility 

Total Depreciation Expense 

.1,761 
6,462 

$8: ,2'2'3 
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" 'SOtrI'HERNCALrFORNIA EDISO~" COMPANY 
. ~'I'es.t· Year 1992 
DEPRECIATION RESERVE 

(ThouSand's.::ot'19'92' Dollars) 

: .<, '. Description I I ~' ".:.: ,.'"' .",1 '::. ,.~ .<~'. Adopted 
, .. "", ~_~ .. _______ .. .-. __ ~~ __ ~____ _ _______ ...... ,.,.,. .• . " ", .•• ~ ,. , ...... ~ T" ,"" " •• , '. _ __________ _ 

Depreciation Reserve - Wtd. Avg .. '."',' . .. ---,... .... --------~------------------. ~ .... -.- -.. _, " ... '''' ........... "- ..... ..,. ...... ,.; .-
=: . Steam Production : .... J ~ .:~:' :],;.'.,:. ';. '::'."::~ ',,) :>$1,268', 091 

._>:. NUclear Production .·~~:::.~;~;.,·:Xl·~.(;,· '::"'J.: :),:,,~< 1,48'0,060 
7· '.: ,Hydroelectric Production ::.: : :...:.:J; ... .:;.-::(:.:.;.:.~::;::, .. , :, ':;0": ::.'{;{ 149,769' 
~ ~>,: \ Other Production .;.::<.:;::.:~.>y:;; .. :: ,:;:., . ...::::-:: 2'39,270 
;'; .c. :': • Transmission~.':·,< ..... ;:·;:.~!(':1·.~':' 829,594 
~.:~::- , Distribution :r:) , .. :'·_',i :.: .o;j'::,::G 1,783,770 
~:. :::;. • General·: :';":~~:'''::''';) 2'50,350 
,:.~:~:' ,Exper~i.1Dental Plant :':'I::~,~>: ~;·,.;'~")::~:'~-:'>=:::<::i 18:,.929 

:,> : ,Retirement work-in-Progress.:·~'=;.·': :;-';'-:0:::'.:>"::::')': (46,556) 
:.:. ~ ... ': . '~:J ,~ ~?:"": .~ ,:-,:~, :: ~;, ~~; .;~ :>:~::;"!' C ::J ',,:t:;' :-.:!~.) ~ :, ~ I~ 

Other Depreciable 
, . Other Depr. (General) ~: , . .' ",:" :?(';~"': .:~ !.-~:" .: (~.~ ;~I:-' ':~;:.::;~~ 9,826 
--'-" -Fuel oil Transp. Facilities 65-,171 
," " " ,.:\ ... ~ . 
..... , - .. ': .,.' 1< .;. 

._',:..,.""" . ~ ... :" .. ~.:.:{ ... ~.,:.t" .!:!:.:-Q;; ___ ~ ____ _ 

Total Depreciation Reserve: Wtd. Avg_ $6,048,275 

-'''~'' --""~'" - ...... ,", . -.-.,.- -_ ..... -.-.... --.--------,- - ..... ~,.,....,.- ._ ......... _ ..... -_ ... _--
.:.> \~~ \.: i~.: t<~: ... ,:~;,~,:).",:~; ~,:)~~.":~·;'·":~'~)::!~~·"IC. ~'.~:,,~~.·=I·~ 

:'~j~;,., ,) \~:~,~ ~ .. ;~:::I.~·f;-·~: ;~:<:1,~:,',.~,:-::1;1~~:~~'~:~·",:-:,: ";:~;) ~:",.,:' .. ~'< 

• 

• 
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SOOTHERN" CALt,FORNlk\ 'EDISON',' COMPANY 
, .;: ':'Test'Year 1992 

PLANT' 'IN: SERVICE>: ';'EOY :.: 
(Thousands. of;'1992~, .. ,Dollars) 

. Description ,,~,~ .•..... '." . './Adopted 
... ,.- .. '." --~~--~-~----~~-~ .. ~ .... -....-,...~~-~--------..., ,.. ... .,- "". ... ,- ....... '- .,' ----------

Plant in Service - BOY 

Intangible 
Production Plant 

:~:,\' ... -; .~.,~ " ': Steam 
": ;" , .: ::::':~ " .:;; Nuclear 
,: :.: .;; , ~: .. ; (; Hydroelectric 
~ ~ :~' ,:0:. Other 

,; ': '~ ; ;. '~<'? , 2: ,;: Total Production 
:- .--.':' .::;' ':: Transmission Plant 
: ':..::, ~,:: ;'Distribution Plant 
':;:~::' \ ;.~: S' General Plant 

". ,,,,, .~ 

.:::~:.')Z:;:116, 742 
~:;",) .(0$;885-, 82'7 

::; >:::"-::'r);: ')o·::.i~('~S70, 551 
-:;:~)!,;, :;0401,616 

... I·' j' ..... .,; ... r">· ... { ... ~~· f" 011 $01'"19'7'4 736 "_ .. _ . ...,~, .. ,.J."" , ••.• 9', ., , 
;:~:::; ~.'~: '":""::~~:.:Zr,:S42·,:8'96 
~~~:: ~o~~u5~4S2;556 

,;,-:;:,,:'".: 1',006,';587 

,:. :::p • ':< :'Total Plant in service ':::;,BOY ,<;,. ~ ".', '.'>? ,": ,:-: r: $17 , 97.&il8'88 

Plant~in .. Serviee)-· Net:. Additions "'.<: ~ .... :::,.~~ ."". ~ ~:'::~;:.;';, 

', . 

"\ _. 

'" /.'-. 

Intangible 
Production Plant 

steam 
Nuclear 
Hydroelectric 
Other 

',"": \ :' 'i:;: Total Production 
:. ;:. :; . ';:::: Transmission Plant 
: -:: '.: , : .. :'~::' Distribution Plant 
'\::.:. ,::: General Plant 

": :::: ,.: ':: Total Net Additions 

... "", "",,\," , -_Y'$O ,~ ..... _ " •.• A," .#' ... J., .1., 

'::,,~,,:~.:'7'~ 78.,8.20 
-:,: :.:<:' .:::,-':..: ~~ 7 s., 8:25 

'; .... : .:~,,:~.:)+:~ ::.~~,::,.\(:,,:~ ",,682 
-::.·::·.~:O 1,463 

:: c ;; :;;' ':) ~:.,>::;.,:::,~ i ;;, ::0$163" 7 8:9 
:'~;;~',::~; :ro :.~:..: l :::.:::8'6-;]:63 
~~~.~ ~o~=~~135S~907 

:::;;-u,.,.:'·:: J:G~75-';.043 

_________ • ___________________ .• _____ .......... ____ ."A a ____ ,,.. _ ... ____ ____ _ 

: := ::: Intangible 
Production Plant 

':;.:: , I~ ,'2 : ' '~ steam 
':;;:':, .~,:.~. c NUclear 
'::: ;: .: 7 ;,: Hydroelectric 
'".' ";; , ,:.~ :. Other 

: :: • ~: :::: , ,?;;: Total Production 
~,,:~: , :. .:=:;; Transmission Plant 
";,:'" ,~>':c\I>istribution Plant 
,: :: :;- .. :;; ': '~ General Plant 

;.;.~~':>2':;:195,. 562 
':-:'~') .:~5·~9'61, 652 

~ : ':~ ':;'0-;"< -:}I:l':-=~v:-;S.7 8:,. 2'33 
~~.)::·iC403, 079 

r::c:. ::':)~, .j,,;-::~", :'c$9713-8:,,525 
:.:.":: ::~,: 'C.:;,,~ :~: :,~2!,,629·,:059 
:~'C; ,:·:':::":.C~ ;:~ ... r5·;,808:;:463 

;;;';L~)':'c;: 1;,.081:,.630 

': '::~ ;~ :': Total Plant in Sery-iee . .:::"EOY ",:. ~ ',,--';: ,,~ -:: :;,.:: :::",$,18,. 657,,,. 790' 
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SOUTHERN: CALI FORNIA:<EDI SON' :COMPANY 
. ,; Test .. Year 1992 

PIAN'!' IN SERVICE:...Weiqhted Averaqe 
(Thousands: of· ·1992',.Oollars) 

,Oescription .~.,' :.: <: '" ".' ,·Adopted 
k'. ___________ ... __ .. -"_ .. __ .. _~ ... __ .. _,.. ____ ,. 

--.-------.----------
Plant in Service - BOY 

-------------~--------.: .:Intangible 
Production Plant 

:~ :'\' ,·'·'::Steam 
'~- '~; .. .:: ::, ;;Nue1ear 
. " ." "" ''''''droelectric ;.11, ..... l... \ ......... <A.It~ 

>, .::;;' • :.:; ;'Other 

:.:. .~ , \.; eTotal Production 
~ "Transmission Plant 
·:.·.'Distribution Plant 
-:';General Plant 

, ~.~ (' (1 ':.~ 
'~, .. ' \ .'. 

.:-: ~>:~ ":~:J'11 
':, ;; "':'::::= J ,I i ~".'\:> ~:J jj·C:~~ 

~~:>;:,i:.;"O 

2,116-,742' 
5, a85, 827 

570,551 
40'1,6:1& ------_ ... ---

~Ol~=~~0=~ =~:c~ $~,974,7360 
':'~:_ :.':: -:.~ ~ ;;;::.~ r:'\;::;~0·2".; 5-42,89'& 
:';.-:;~ .:.;-: ."":rJ.f.; ::-;,;~~ "'.:.:;'.:,; So; 452 ,55& 

~; ,":~'':: s.~ :~'-::'.)r: ,1:;, 006·, 58:7 

:"'0· ... 1 p·'tant loOn Service '-':':.BO" ,' ...... ' ·i ..... ·· ;:",.'. .' .. ,; ~"~' ,'$1·.1 ..... 97~ 0'8.0' • WQ '\ J. .. '" ~ ......... J~ • ,~. ,,1.,, ~... ."j I, ,,.J,,.... . .. ~ , v-,. Q 0-

Plant in Service - We-iqhted-\AveraqeJNet:Add:itions.::·~: 

-------------~-------------~--~~~~~~--~-~~---
:. -,Intangible 

Production Plant 
'~': . ~ .. ' , .'~' ~~ steam· 
':: c., . ,< ':" Nuclear 
.~:: ; .,': Hydroelectric 
'.: .~.' ; ... : Other 

. :.::.~ ,: ~. '::Total Production 
.: .. Transmission Plant 
-:Oistribution Plant 
.~ '·General Plant 

': .. ;:'.'.:,~;:-:~,:':'::':':: $0 

~~~=: 33,SO~ 
~~~:?u% 41,491 

.,:. ... : ... ~:, :.:~" '" '~'I:I:;;:r.,'J(:·; 2,641 
-:;:~./.=8 948: 

.~.O :::::jc.::')\~)J~~~ ·~; .. :;.~,:1 $78-,58.7 
.. :::.~; ~~:.;: t:c>.~ I~~":': .~tr7;'~: t:;:~ j:' 38,. 08,4 
s~~:~ ~o~:~~1~~21G17&,233 

~~~:~ ~~~8~~O 32p134 

:::Total~:wtd. Avq. Net Additions ;"'~':':~ :::'.:~;,\ .:.> .• :,'. ::~',.::o'$32S.,037 

Total Plant in Service - Weiqhted~ Averaq~ C'!..~:-;·."':i:~:'·;:' 

-~------~------------~-------- - - ----------~--
' .. Intangible 

Production Plant 
.:;;..:, , ,J' :'Steam 
:::':-.: .. :. ~':Nuclear 
~:.: :'; .:: ,,;':::Hydroeleetric 
':: '.~.:~ , .:.: ;'Other 

::, ~.~, :-~. :Total Production 
,) ':':Transmission Plant 
: ;;:Distribution Plant 
:; '2General Plant 

~) :.. .:,.~ ~ f'.~ c, .. :':;-r: 
::" ':-: ::: :. .-::: t! ',7,) • ~ :" ':) :.:' ,:. c, :! c: 

$113 

"';. t()::':;~:t. 
-:::' ".:::: :;":;' .. ' 'J' ~ ~~,j':\ ~~ .:' \~ ;N; 

•• ,', r',"h''', 
." ... "I •• wJ ',.. 

2,150,248 
5-,927,3.18: 

573,192 
402-,564 

;~<::.:."·: .... ;,,;o·:::·:: >,;:,:;.:::' $9,053·,3·23 
:-:"1.::, ~~ ",: ~-;oj~ I'~;~~ ":'.::j~:~ I"! 0 r, sao', 980-
,~. :-~ 6,: (;'"' ~'':~: 1;::' ~r:i . .t ~;;'f. /! S; 62'S:, 789 

'.: ·::To·"l ,Plant in Servi""e · ... ":wtd " ':A:.'I'T" ,,~. .... "' •• , ... !',-,' .. $10--301 9 .... ~ ....a "- .""\ .... t, 'Y":I',":.,' ,': .. l ~..... ...' •• ,:.... .... , ..... ' 10, , t!&.;J'" 

• 

• 

• 
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SOO'l'KERN·: CALIFORNIA: EDISON' COMPANY 
, Test 'Year 1992 

PLANT.· HELO~'FOR FTJ'1'Ol:U: USE 
. ('l'housands.-- o.t: 199'2' Ool·lars) 

Description .,- Adoptee. 
_ .. ________ IIIiiiII .... ,.. _____ ' ________ ~ ...... , ,-, _. -' ,.,. "n'> _____ '_'_'_"_ 

-------------------------------------------------------
Intangible'; 
Production Plant 
- -... - _. Steam 

<~'j '/'~' .. '~ L' ". :: ~'": :.'_ : r $0 
" !Y'~)..,.. .. ;1,::' 
v II! ',,.,. ,~, 

o 
.; '.' .: . ':~Nuclear 

Hydroelectric 
Other 

", , .... ,' -. . ".; .-' .............. '."' .. , ... , .~ ,', ::'.~"'O 10',.: 1/', .. "v - ,. c,,",,"' •• "'~ .• j.,,' ,- - .. , ~ 0-00 

'l'otal Production 
Transmission Plant 
:Oistribution Plant 
General-Plant 

842 
o 

- -.~ - - $'1'; '53'0' 
..... : .:..~ ,>'.: ~ '::'::: 1.·s:.;S:1 0 

:':c:: '.:'~. -.,.:,',:: ):::~:':;': • ·/~j,(.~ 1~~!12'3 

3,716 
"I" '",,'.,. ,. ,.. ,.If'""" 

.. ' .. '.' ,., .. .) .,., ... ' \, ... --------

~~,,: ,.Wtd. Avq_ Net Additions 
....... ;~ .. ~.\ ;"'.::·') ... ;:I~~,;,;-:..~.~< --------------------------------.: ' 

Intanqible 
Production Plant 
.--: ':'> , SSteam 

Nuclear 
Hydro.electric 

:: >: . -~Other~; 

0', , •• "''''' 
,~, "y.' ... - " 

"'ot"'l Productl.·on ';'. \ '< ... .]'.- ' .. '-' .-, ...• ~; .. ·'r~· ... '''.·'n'$· • ...,. ,.,..";.1.// ...... '.".,, /\~J -, ' ... ','+,i r .. .... ..,.' .......... 0 
Transmission Plant -.. - - - _ .. - - _ .. - -., ,.,. -.. - -~. - '1'6'9 
(Distribution Plant ,)./,~ ... /;: i':')~:::' .. :~::,<.,,;{':'<: <'/.~ ':::'·2:39 
:General,Plant ;:.'::':)I)':\.:-:;:<).\ - .:~'.:.1(2 ;:~~'):-:'2'SO 

. "-' - ~ 

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

Total :·Wta.. Avq. Net Additions : .... ::.~ - - :"';':: :>.I:US9 
\ ',. ,> ;,. " "~' '~' ~. oj ',-:,"\. ~> \': ",1,::: ,. 'l~ .,~: ~~ c;. ',,)1,:",: :::,~~",:;t:~,.":~ r::} 

------------------------------~-~-------~---

c· 

-Intanqible­
Production Plant 
'; '. '. \ .:Steam:;;, ...... , •... 

Nuclear 
:::: .. :Hydroelectric 

Other 

:.':'-"~ . ·:·T6tal~~Product·ion - ;:~ :~. /" 
Transmission Plant 
Distribution Plant 
General Plant 

'l'otal PHFO: wtd.. Avq_ 

$0 

~~ ,,,') :.-r," '. ", ')"" -"',( ~1" 'r;:>'3'O 
r ,' .. _ • •• \..-,;', ..... oi1" '-,:'~ 

18,979 
12-,962-
3,966 

$37,438: 
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SOUTHERN CALIFORNIA, EOlSON.' .COMPANY 
. 'I'es.t. Year, 1992 

, RA'I'E~;,BASE:'.' " 
(Thousands of.:.1992 Doll'ars) 

Description .'::' Acloptedr . 

----------------------------~-~--.. ~-~- ~ .. -
.. _ ... _______ tIIIII ... 

FIXEO CAPITAL - Weighted::' Average.: 'j-": _,,', 

-------------------------------------------------------· Plant in Service 
PHFO 

Total Fixed Capital - wtd. AV9-

,:oefe'rred Debits 
= CUs:t.. Adv. for Construction 

-Total-Adjustments 
~, . -. ....... ,~ '., 

\ ,':,' . ' .. ;( .... ,.,' 
','",',' .'. 

WORKING CAPITAL 

$·18,,301,.925, 
.~ ':: (~,::.i,=·37.,!43,8 

---------­\ ~.I ~ - ',_..-

.~ $18·,,339,363 

, ... ""1"".0 _________ __ 

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

($16,488) 

--------------- '," ::, "+ ~. ~ .... :~::1. ~ ,':"' . "j '/:\ ~~):: 1/.: - ~)";.r;< ... ;:;~ 

Materials & SUpplies-.-- .. ~.-- "'-'-"'- , .... ,,"'.'" ,« .. " ... '",----102'.,.03.7 
'.' Working cash:<::.::3.6,.63-0 

." Total Working Capital 

'. Tot.. Before Oed. for Reserves 

DEDUCTIONS FOR RESERVES 

-Wtd. Avg.Oepreciation Reserve 
c; ,Taxes De:!. - ACRS/MACRS 
.. Taxes-De!. - Capita.lized Interest 
,., Taxes De!. - CIAC .~ .. >, ;,', ; '-\', • 

· ' . ..I., "I .J .. ",,' ,,, ~ , 

Unfunded Pension Reserve 

• :: )..ICt;::)~·.:~1: 
": ~ .:).; ~> ,~j: .. ;:'\!':') 

:'.: ;.~ ,;:;, (6:,; 048-:,:2:7.5) 
_-::n~) Cl,393 ,,27,7}) 

17,368 
:;-,.: ,:)'';.\ . ~ .. ;:;'144 ,,7'8oS 

. (73,496) 

wtd. Avq. Oepreciated Rate Base 

.,Plus: DSM Amort. & Capital Proqram 
· " ~. 

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

.-~~ ~?_:u~~~~~~c 
.;. t.: .. :. ;~ S .;":. ~ ';." ~) t,: ,:, :-::. 

" 

• 

• 

• 
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• 

• 

',: A.90-12-01S et al. AIJ/J.. • 
CACO/scl/9 ,' ... ,' ' .... , .. _ ... '., 

APPENDIX D 
~ \; .. ~' . ',.. . , ' 

'.J. \ 

SOO'I'HERN:CALI-FORNIA·EDISON COMPANY 
Test.-"Year:, ,1,9'9'2-,. " \r l

:; :"':>" ~, " 

DETERMINATION OF, AVERAGE AMOUNTS: ~OF WORKING 
CASH CAPITAL SUPPLIED BY INVESTORS 

(Thousands of 1992 Dollars) 
\. 1,'" 

Description- , , ",Adopted,··, 

. -----------~---------------~------
. , ,' .. ! .. \ . ,~'.... ~ '.' ., 

'Operational Cash Requirements 
--~-~------------~--~-~-~----cash '~ , j , l~' ,'" ~ :.~ • 

---------- " "~-I·' ":," 
," :~ {~ ,. 

.... ,. f-__ ~ 

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

. ' _., . _ . " Special \1)eposi ts .:' ~. , :::~ ",-' :, I .·;~:"f::'"- ::. ~~; ;.:'~.: 3:2'0;') :. :' :.I':'~ 
'::: ',' 'N ;/L 2'".',7:2-:::. ";,:: 

12,910 
29:,,~9-J.:l.~ :.;~:, 

'. i -, .. ,~ ,: working :FUnds , .' ',:: .. -: , :: 
.. ,-.-- --. ,Prepayments. -- --- - --_., --- ...... . 

", .. 

. ',.'< Other Accounts Receivable>:. i~:; 

, ,- : ;. ," Total- ," ,:: ," ~ " • ,1 

"' ,."1 .> \ .. j> .';. '~~ ,"" "I:'; ~: ", .. r~: .1 ;.:: ::1 (t ~~: .~; ::.>::', \.! ,:.; 
Less: Amounts Not Supplied By Investors:.::>,,:, :'.:; ~~.: ... :: ... ' .', ~; c:,'< 
--------.. --.. ------------~~----- ... -------- ,r~~ .. ·~:.,. ". ::~t: -~-:. ~', '.(~: ... : . .1 ~C-'" ~ 

Accrued Vacation & E:mpl.;~ Wi tholdings 
credit recd';' for Capitlized Supplies 

c •• User Taxes. . :: \,. \ .~.1 '._ 

;.:~,': .. ,; .:,4:8,,841, ":'., ~:'. 
':-: .... 2'z:~ 555 .. ~",:: 
.. : ~:"~ :12" ,.:6:2~. ','.' ' : 

~. : 

:·,;ootal;- , ... 

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

. ~' . 
. ,. ... \ ,',' 

" ~ \-, 
.:1< \ 

'l'otal Operational Cash Requirement ::' ';,":~'': '. 
,~ 

.' ~ . -
i p., ,. M 

•• '., • • •• 11 ~j. 

Plus: Average Amount<Required 
~~------------~---~------------

''''' , 
.. Ie, 

$84-:.,.:0'2:5:: ' , : , 

Average Alnount of Working Cash Capital ,":.~.:.':' ... ,' 'i 

Required-· 'as' a Result of' Paying Expenses ' :.:::~'. ,,:' '::/ 
in Advance, of Collecting Revenues '. , , 7'4~r.742:;·;. '.' 

" 

. ,Average Net· Amount of~ W~rki'n9-
'cash capital Supplied:. by.' Investors 

'.,' -' .... 'I ,. ' .• 

.• ·f ,.~> 

,'."'" 

$·3 ~. '6·3-0" . ,': v,... . ',,1'_ 

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

. " "', 
~ ~ .-

, .... , "":' 
'.'" .. -, ," ".' \" . ".'? 

.~ .' ... 

... ' '. , , . ~. 

I"·~' t".. J"'~ ,,, ... ' ...... \ \ ,' ... ' ... , ..... 

\ , .... ' ... 
...~.. , .. " 
• ........ Jr v' 

'., r," .,_1 ..... 
\,J,. ~','.. j '~.J .;. 

::: '{ ,~";~; ';:~ :.JJ: .. '~\:; ~-.. ~) \r':l >:'.« 

~2~2 ~:G~ ~: .~~A 
""::~~'~,\I',',: I,':~.~:.::::· '),:1~.,~;:' 
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SOOTHERN CALIFORNIA EDISON COMPANY 
',.J. Test ,Year:,·1992: "" 

DEVELOPMENT OF AVERAGE., LAG:' :J:N',' PAYMENT OF EXPENSES 
~(Thousands.:of:l'9·92·. Dollars): :: .. ' ., 

<' . ~ . Average 
Description Expense Lag Days Product .. --------------... ---- ... -~- ... --.... ---------- -----------: ~', ... '. -'--'----------

FO'EL: . . ... _ ... " 

Fuel oil 
Gas Purchase 
Coal 
Nuclear FUel-Amt. 
Nuclear: FUel-Other 
Purchased: Power 

SUbtotal': 
OTHER~PERAXING'EXP: 

Company" Labor 
Goods and Services 
Materials From Storeroom' 
Property Insurance . 
Injuri~and Damages 
Pensi'on: Expense 
Franc::h1se~Reqt. 

Depreciation' - .. 
TAXES-OTHER: THAN INCOME: .. " ~.' \ 

Ad Valorem Tax - All 
FICA 
Uncmp. Tax - Fed. 
Uncm~. Tax - Cal. 
Misc. Taxes - Fed. 
Misc. Taxes - cal., 
Misc:,~'Loeal Tax 
Hazardous Waste 

Subtotal· ,;: 
TAXES-INCOME 

Fed. Income Tax 

." ..... 

Income Tax Deferred 
Investment Tax Credit 
State Income Tax - cal. 
State Income Tax-Ari. & NM 

Subtotal 

TOTAL 

Exp. Laq Days 
Revenue Lag Days 
Adj.. to Rate Base 
Rate Base Factor 

" .. " .. "(A)- -. ..". (B)·' .-- -" ...... - ~"(C-AxB) 
24.67 1,295,964 
:38:.·69~,::'·" '::.n~ 142, l53 

$52,532 
59'8",143-. ", 

.,. 12'9-,'74'4"' .. 
98,891 
22,368 

2,370,142 

, ,3·2'·.,4·9- - '" ' .. -'4~, 2'15, 383 
0.00 .; , .. :;: 0 

705",;: 60 ,::.. ~<'J> 0:1'~ 691 , 02'1 
4Z.'2'S.'t: ;'l'OOr, 2'09,6·04 

-----_ .. --- ----------> . ',' .----"---------
$3,271',.8-20[: '.39 •. 9:0';' ,- '$l:30~ 554,124 

617,692 12 .. 00:: "c'-;' 7,412,307, 
586,449 30.30 17,769,420 

.,>.~ S2;,.699~,'" ,;.-: . O"~,OO~:,/. :,' ~ .', .: 0 
_. -'4'3','64'9-' - _ ... ··O'.·OO-_·_w .. __ .. _. 0 

,:,.' : .25-, 655. " : -. 0'.'00 , .. :' ,..~:.:) (, 0 
142,8:J.7· ,:~. 0'.:00,,: ::", -: ".:-: 0 

58,534 268..:51:, .. '.':'15.; 7l6, 8:34 
-----~~--- ~----~~--- ------------
$l,527,496 

748,003 

26.77.:,:;':'$40,8-98-,561 

0.00 o 
. --~. 

152,a09 ~2.02 11,004,705-
44,755 16.43 73S.,32~ 
.',,'787-.',', :·.<7f6~:8'9(·,>.· ;:',: 60,503 

.. ,. -550" . , - ·7 2-.~'s.- -." , ..... " ..... ' 39,952 
'.') ':::-(8:l'8:F' .:c ... 0-.;0,0 :<;~~""'.';\ 0 

,- ,~". -c.':': 128:. :,'. ,. ., O·~O 0::.' .... ':<:: ",:;;: 0 
,,' . ,.', ,:' ;-:;J.79:> :., ... ;.<O.:o-O~: .. ;.;: ... -.-. 0 

1,720 1al.S0 312,127 
--: __ ~,_, ____ ._...., ____ -._ ........ _~ f· • ..-. __ ._~ ________ _ 

, . '. " _.' ,:'" , 

320,69'8 
94,100 

o 
100,5-43 

2,301 

l26.24 
0.00 

126 .. 24 
·122.53 

84.44 

40,484,911 
o 
o 

12,319,511 
194,315-

----~----~ ---------- ------------
$517,642 102.38 

$6,265,070 37.77 

37.77 - (C)/(A) 
42.12 

74,742 
10,963,538 

$52,998,737 

$2'36,604,038 

---_ ... _---... _-
New Rate Base $11,038,280 

.' 

• 

• 

• 
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APPENDIX (:,0 

SOUTHERN ',CALIFORNIA: EDISON' COMPANY, 
. ,'Test ,Year· 19"92' . , , 

'SUMMARY OF EARNINGS 
AX PRESENX .1iAxis :-Totalsystem 

. (Thousands o·t 19.92 .. :0,01 lars ) 

Edison 
Estimated 

DRA 

~1::~"'t;.~d " - Adopted. 
~----~---- ~~-------- ~------~--_ ..... , ........ __ ,. - - ..... " ~ • 0' ........ ' ... ".~ ____ .... __ • _ ... n_ ..... _ n,_ ., ...... ---.--.--.-,-.-.-,---.... ----,-.-,'--.-------

'. 
,. " •• ,to. 

... ' <. ,:' ~: ~, 
~, ... ",. ... 
' . .' ~""\"" 
~." I, 

" " 

• '.~ .' ." -'-0; 

;'. '? ~ . ", '., ~ 

".) . 

opera:t~ng Revenues', 
~---~--~----~-~~--

operating Expenses 

-------------~----
P:t:odu~,on. '. " , ' .. ,_.~ 541, 212 r.:~2~,~~¢,(.: 
Transmission ~ .... -' ,,:; 81,3 69"'r- : ... -.s0,·,..l.69,~ 
Oi'stribution"::" .:~: - 1$7 ,531 :~;=~;1,~~~~9:~2 
cus~mer. ~eeounts'.~, .. ·: 124 ,:60.~~,~,\:),r\ J.,213;~5:0;') 
Un~l,lectl.bles ;; .~ ," 8, 231, ~).:: d l.:~·;/ ,:8:,;~3:S;0~u 
cus:t~mex: Service:.&r .;I.nfor.mation.:::: :,J:·~·;:o.~;:1~5-7:,,2,09" v·~');~: 1:3-,6:r.2:4:8;:; 
Admj;ni.s:tra ti ve ::.&r ,General .~ c.: -:: ~4.S:~:, 4;51,'.,1 i: :: :~ -:::~6: 1';9:l:3;.~. 
Fx:anch'ise Requ-i-x:ements ~'.~:; i-:3:1:,.z12~,.., ':)~;: ,).~~lJ:.,,7~7~6:,;:. 
sal.es ~ax Increase 1.,>927:::~;: x,~:lr::9,2:7,2 
Co:m~nsation Adjustment .:;;;:.';"<:." :,';0: .":'o?l.:.~(;l:6:n4.S;S;») 
Int:ox:ma:tion Service Productivity:);,'~/.)-::-,~, '.<··i.,>~08 r::(,; ;:~1;~1!2;'i:1:>: 
Cost ,~ritainment . '~~,:0"',;1i:~,:~ tl,6:-, 7~7:8;'t, 
Rev:en~e- ~ed~ts,; ,~:.,},: ~ (10S,59;~->:;,)~·.:-:{>l.13;~~9.,~){ 

(c) 

523,241 
77, 417' , , 

179',979' 
120:,807 

8-,3,70. 
153,467 
412,229 

31,7'38 
1,82'2-

o 
o 
o 

(107,712) 

-----~~~-~ ----~~--~~ ---~------
,., .... -. '\. ~ ~ "'t 

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

Oepl:~eiation (ExC71 •.. :Nucl.' .~co:mm·,,), .:-:: ::;:6.'~O:n3:6,8 ;-::c'::' .~'6;5:0,r:.2:3;-12' 
Nu~~ar Decommissioning Exp.. • ,:.':':;~ '::-::: ::.",9;7,.J.,04~:~.,'.;,·:;;.,)c 9~6;r,3~2)~% 
Taxes ;:pther Than .. On ·::Income'.) :i:('~ ':,. ".:20:2),9:5;6,: -: !:.;·;19;6 ,.:1,4:2,',7 
Tax~ ,~On~ Income,. , . .:,. 428 ,89,5:,';):-)l~.·::: 5:4;6r..43:~,,:, 

&5-1,678-
96,.325-

'200,l24 
504,12'3· 

-------~~- ------~--- -------~-~ 
:To.talc .:~perating r:Expe~ses. ' 

: .. ' ~. .... ::' Net "Oper.ating .~ .. Income .. ~ 
• ,'......... ,I. r< ,. , , • _ ~ ..... '" 

~:. );,:,$2.1':8:8;6t;~~J..G-:::$,2:,;8'~1.,r9.,~6 $2',8$3, 60S­

$1,. 0,7;51)9:2:7 -:)i.~1 ,.;2;2,2,)008::.: $1,17 S" 646· 
DSM Incentive:; O~,·l,"',,,.,_,:,,, ..,,0,.., 0 

-' ,. ,;.. ~ ~ I, .L} .... ) I. \I .... .. L ... \,..: ---------- ---------- ----~--~-~ 
:>:".:, ; ".~; ,:~, Tota'li:Net'Operating,:'Revenues '~~::-::,$1,:0?:S.,.9·2.~I:,,";$1,:2:2;2,:q;O~.:' $·1,175-,.646 

\~~', :':., ,.:, ~;;Rate .Baser:.,~~:: ... ~,' ,':>:, :..:~: $11,198,043 $10,,88;8,,4.1'5:::::.$11,03·8,280' 

,.> '; <.. ':'''' 
',.. '. ~ .... ,.#., 

Rate of Return lO .. 6S-t 
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SOUTHERN CALIFORNtA~EI>tS'ON' COMPANY 
. Test;Year';19-92 

SUMMARY OF EARNINGS 
AT PRESENT 'RATES;' - ~CPUC Jurl:sciiction 

(Thousands of' 199:2' Dollars) 

Edison ORA 

• 

• 
Estimated. Es't:i:mat'ed:<: Adopted 

__ ~~_~";"';'~~"'='="';'_';; _______ '_" ___ ''';'~ __ ..-___ ........ _.".. -"_' ____ '_'_'_'_'_'_' _, .~_'_'_._._'_'_._._,_4 ..... .. " _________ _ 
operat:ing Revenues . 
------------------

( 1\", ',. ,'.' .. .'~ ," ,...r.t-:.)., ... '·0'·· .. " a : ·t,'.,. ( .. ~ ~.:~I ~\,.,. ,.~ ~. ,~.: '" ec) 
• ,'" ;-. .. ~ , F~ ~I .. ,.... 0,........ • '" " ". .' "", . .'.. Present~Rate Revenues· .. ·~ 

.~ ~, ..... -. 
\. ..... " '. ' " 
~. ........ ....-. 
I". ",.' , .I. 

..... " :' ," , 

'.- '" I ;'<.1 I' 
~ '.. ,,' \ .... \., .... 
" ,'~ ,'- .'~ " ~ 

.'.. ." '\ \. . 
", .,. \'"' 

, ,', 

,- , ... , ' . 
',n,1 

, " ." .. ' 

,',., ... '.,' 

, . "'. 
'" '. \." ',J .~. 

Operating EXpenses 
------------------

'\ ..',,., 
'. ..', t" ~ •• ;. 

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

","' .... '. -'- '.' ........ . ':~otai '·operati·n9'~·r;Xpenses ' 

Net ::'operat!nq ';'Income ,,::,:;; 
OSM Incentive:' ---------- --------_. ----------

Rate of Return 

52'1,763 
77,.33,2 

179,863.· 
120,1' 78-5-

S,,370 
15,3,467 
411,625-

31,699 
1,.820 

-(107,.6Z8} 
---------- -------~-~ --~~~-----

65-0,894 
96,2"09' 

199,8:49 
503,8:19' 

---------- -~-------- --~-~-----
-, '. ,,··.e! .... "-6'S·2 -568'''-~\I~s·''''&. .' .... A'7 '" ..• ..,~~Qr,;. ., .• ..,4-,. V"Qr/~!'" $2,8:49,867 

$1, 0741is.19'2r:$r;~2·2'Oi;.722'Z $1,174,372" 
O,-:)~/·:'~tl~)~1~.~ ,~:().c 0" 

-~~~----~- -~-------- ----------
$11,183, 18-4 $10,.~4,2'06j;$11,02"3,89S. 

9.61t 11.2"3% 10·.65% 

• 
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SOUTHERN CALIFORNIA EDISON .. COMPANY, . 
Test' . Year' 1992' \.' ' 

SUMMARY OF EARNINGS 
A'! ADOPTED,RATES:, -,Tota1,.~· System 

(ThO\l~nds of,' ,199~::l)ollars) 

," C" ,., Page. 29 of 33' 
• .. I .. :1, .. , .,:- ~Io," - '.,. • -to. '. 

Edison ORA 
Descr.iption Estimated Es:t,ima;ted::-:> , , Adopted 

--------------~-------------- --~------~ ---------- ----------
operating Revenues: .. , 
--~-----~----~----

,'),. ': '." .,' Present·, Rate'" Revenues., " 
Change' in r Revenues',,~ , ..... . .~ . 

\ ' 

.' . 

.' 

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

.,' : .. Total:. Operating-, Rev:enues-. .., \ . \, -,. 

Operatinq Expenses 
------~---~------~ 52'3-,241 

77,.417 
179,.9'79 
120,807 

8,35&. 
153,467 
412',2'2'9 

31,645·' 
l,82Z 

o 

. ", . '.' , -, $1,489,311 . $1,.32',1.,.5;42, $1,401,.2'52 
J. ~,,,,; ... ,....J I.~:_< '-", 

Depreciation (EXcl.·.,NUcl. Decomm. ... ) '. 6.70,.368-, .''-' 650,,23~ ,­
N'Ucl:eax:, ,Decomxnissi'oninq E#.' .... ; .... : -;,~' ,9?;~'lO~:,~:~~'::;;~'.:,9~,~3~.S~~~,; 
Taxes: ,o:t:her 'l'han',on'~I:ncome . ':":::';'-:;-g2,02;,t:9S,6:;:.:, ::~,19.~,1:42(,.::, 
Taxes:. ,On' "Income ::.: \ ' ,:.. 521,317, ,'~\):; .. 1 ~ ~ .. ~I ~,3.~;: ",'~ 

651,678. 
96,325 

200,110 
499,103 

~~--~----~ ~--------- ~---------
. ','., ;. .... :." .:: Total;:,:~~atin9',Expen~s 

. ";', ';';. " ,.::~Net,.Opera:tiD9 Income· '8 
DSM Incentive : ' .. ',' . ' \ - $1, 19,~,(~~) ~~;:;~~~~~9~~Z:t1'16S194~. 

I ~o 

~. '. 

• 
.. '. ~,TotaJ; ,Net ,Operatin9'R~V'enues 

:Rate'Base' '". . '.' ..... , ", 
, '" \ • - '" '" -.' \ ,.'." '1 ,-", -- '. 

Rate of Return. "' . ' ;' 

---------- ---------- ----------", " $1,.1·97 ,.,760.". $,1,1.48.,7,9.5 ... $1,168,942-
• '" ",I I' • .... j ~ .. ,"" ,,' _\. rt,.,~ ' .. I .., ,J"~ _,'~._ 7':) ... 

11,183,974 

. 

10,90'~79l $11,038,280 
...'~~.II""'''-'''' . ,_ i".l",· .. 

10",59%, 
1/ 

1/ ,As. authorized . in" Edison':s cost; , of·; Capital ,. application .. " 
(A .. 91-0S-024). " - "-.. -"-'" ~,,) .. ,.~ ~" .. ' .. " ,'. 

.. f' ~. ':.: '~, _ ~,-.4 (", .. _. ~ I~I .. .;\ ~ 
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SO~" CALIFORNIA' "EDISON' . COMPANY'­

__ Test .. Year 1992 . • 

I. '-

. ' SUMMARY OF' EARNINGS' 
AT ADOPTED,. RATES'-' CPOC Jurisdiction 

(Thousands of 199Z" Dollars) 

... T \.' 

Descrip~ion~ _ ., 
-----------------------------
operating. Revenues':'" 
------------------..... ~ .~'.. ,.;." ~';' ,t-.;.' 'i q,,, .... , •• ,- ,04', 

. Present. Rate~ Revenues.:' .. ,' 
Change' inA' Revenues' . A. :. 

. : Total" operat.1ni iRevenueS; (ALBRR) 

operatinq Expenses 

-------~---~------

Edison ORA 
Estimated Est'imate'd:> ....... , Adopted 

~ •• co, , ..... , •• ~ _. __ ... c"~ ,_ • >, .. ,~_ 

---------- ----------------------(a) ., ,,;. (I r;'" '/~';:';{b-) :;. (.;.: ~ ,>:: (c) 
------------------

$3 , 9;57~, 387Y;': $'4;';0~2'8:;969·);':'$4, 02'4 ,2'39 
216 ,:3:57i~.,V':·t;.( 1'3<1 ,·4:g.~"r·<:' (12,28:7) 

---------- ---------- ----------

' ... ' ': ProduCtion ':, ~~ ~: '::> 539, 659 ;S2·~;~04Cl:: ::;,.:. 
'''. . . Transmission' - - ".'. Sl, 278 t'.~"'; :s.:0· ;0;S:1r:~-~ 

.' " . Distribution .<:~. ;'?~: 187 ,41l 1;·-:'is:s::·8~7:6~:<: 

521,763-
77,332 

179,8'63 
120,785-

8:,345-
153-,467 

... , customd'Accounts:' , ',' .. ,. 124 5'8:6';r.r·:<)".;,i12:3~·rg:2·8:~:.i~) . . ,. .'." 
tJ'ncollecti))les ' .. ".: ' .. : .. . . 8: 681 ;::"J .. Cri ~'::~8;"1'09)":': 

.. , customer~Service':&\ Information:':\ ::: ';'~'~:::';1'5'7 "20~ ~ 'r::~):i%~~2~";U:: 

... ,' Admiriistrative ~&: 'General ~. ··-4:58;~76:6. ')V l.j'·3:8:6~~'49;:~t. 
. '~.. Frarich'ise Requirements :" ':3::i':877:' :;p;,::;: '30~ (705';'·:':':: , -' . , 
... ,,' . sales:' Tax Increase" ~:;'-:":1:; ;·9-2'4;A('fO;:;:f3;~t92~~·..:-:·: 

compenSa.tlon Adj ustment '<::'. ':.~,:;:.;; ~:.::" ,. ··':':'::-'0:::;':::; 0 ::(~l=6'~:'4-~:r:: :: 
In!.or.ma~on Service Productivity .:'O,,··,::T.tf ·::··fl'l:.::;t9-3-F·:i 
cost:., ~ont:ainment., .' .,. '. :~o~·~::::>t.': (16, 7S2ir:';; 

411,6, 
3-1,6 
1,S2 

o 
o 
o 

(107,628:) ... _ ... , ........ ' ,Rev_e.n)l~: ~~e.<i..it~· .. ~ '.~ ~ '~'~:~ __ (105-, 517f;: ~j :(1·1:Y"~5rO')~9. 
~-----~~-~ ----~--~-- ----------., .. "_" .,. r ," k ... , ~ ~ ,. ...... 

..... subtotal""" ....... ".... $1,486,874 $1,:3:J:.9~~3:7.S; $1,398,974 

Depr~ci'ation (Exc'~:~ ···NUcl.;De·conilli'~:) ,~.' ') ::0'69- ,::·$4'6~;·. .':0 ~~;44'9';J; 650,8:94 
Nuclear' ·~Decomm.issioninq Exp.' C::'; .:.. .. \,.:. ·~9 6' ,:9'8'6 ::,::~.;) ~"<9&:,::ZO:9.,~':'·~ 9&,209 
Taxes: 'Other Than .On '':Income:: .:. ~-' '~2:0 2r~:'67;1) .-::, :: ';1'9:S:~ 8-72': :.:::;: 199, 834 
TaxeS' 'On' 'Income .', , , .. :.. 520, 6S7:·:·;'J::J11:-:490;,2'g:.~,: .. ·~· 498,610 

• ,,': ,':, • :'",l "', j;4 ~ '.1 'I ..... ('" ':"'" .,..... • r! '~, ......... 

". ,.. Total: "Operating 'Expenses. 
• I. ,", ",' ,. .. '.' ")." ' .... ,., " _, " " ·w.' ."'" 

.. "Net: "operating . Income A, ''''~ 
DSM Incentive' ',' .' 

.a.-"~ _ .... yo ... _ , •• ' __ ... .._ ...... ~.- __ '0" __ 'W.·· _____ • ___ • ..-...., __ 

,'0 t, +, .",' ,- -"', :''J ",- ", '\.... ,....... ...., ." .... ,......... .'''j 

.. ,' .. "Total 'Net 'oPerating':Revenues. 
. , .... , ':' ", "':") ,- , .... ,'1.~ :-",' 

.... 'Rate \Base " . 
..... :' , .•. w. 

~t~ . 6f Return' 

---------- ---------- ----------
::::;$:~~;9.7~:, 7;64::·"$2);;':Si-,~;1;S:~ $2,8-44,521 

$1, 19'o.(G;8\·0: ~$i:,~4/';:;2:S9··);f$1, 167 ,431 
(786) ~ .. /~;: ;;·f·~.'~.'~Jtr: O:8C 0 

~--------~ ---~------ ----------
::: '::>:;::Sl'?t9 6' ;:i9'4; -:::'$li , r41'f., 2~S90:$1, 16·7 ,431 

$11,169,096 $10 ,.S9:S~;S.1'8" ';;;~1, 023, 89'S· 

10,.59% 

• 1/'" AS :'; authorized -in"~'Ed'isor{'s cost~: of:~capi tal·~appl ication 1, .• : 

(A.91-05-024). . Z::'::')-.:)·-";:··),·' 
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SOUTIiERN"· CALIFORNIA:: EDISON: . COMPANY 
. 'Test· Yea,t" '1992 

SUMMARY OF NUCLEAR O&M EXPENSE - Edison's Share 
(Thousands.of-1992: Dol:l:ars) 

" , 
, ". \ Adopted Descripti,on." . 

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

1. SONGS: " 
. \". 

.. '. ." 

-------
Base,'~ ". "," ,,' 
Refue:tinq ' •• 
NRC::Fees _ .. ~ , 

Subtotal: " .• , 
1_ !' .. , -" " 

unit 1 

$55,972 
, '," . ,: 15,657 
.' ':.' . : ,:' 3 251 

. ", '", ' . .,. ' .. -'$74 880 
, '.' , 

" ' •• '~. II-

1 

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

Total 

$164,.5.77 
31,314 
9,351 

$205,242' 

2 
$15·,657 

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

No. of Refueling Outages 
Average cost/Outage 

.• • ~ .a. •• , 1...': .1 • '"'' • 

,>.~,:,,_,,":'''--'.~''":':. ;': .. I:"~: ~'~f").:";~~ 

"J' ~"'i ,,-) ,I', ': .:: I d..' \' ~,O. . .. ~ -::; ,.:: .:/. ,f ~ :,,~ t~' '~',:, .:,; ;,~;:) 
:; j .~. '~J ~ •• -' {} .:~, D :~ :-: 0::; ~. ;.:: C;~) 

:"~ .:~' .'-: i:>~'1 ~7':; (:, ::.}:'"t. ~:""/~,l;r 

2. Palo:",verd~: 1/ ...... ----.. -----~--~-. 
Baser­
Refueling'. 
NRC'Fees 
Subtotal 

I,) 

:'.,;: .:: : .. :-: r~ .~~ :J"~) "";' ,~,~)(; 
$13,042 $13,739 $11,56,6 

3, 648:>,>::.: ,~:: --::1 ,,824'2;:·:-:.:') 1~,.8:24-; 
642 64:2,'; ::;, '"': T ; ... ~; .: .6:4,2,;;' 

$17,332 $16,205 $14,033 

~<.:~';:.'~ ,):1..;):::: 
No. of Refueling outages 1 1/2 

0.233 

1/2' 
Average cost/Outage 
Scaling Index 0 .. 233 0 .. 2'33 

Total Nuclear O&M Expenses 

.,' 
" 

$38,346 
7,29'6 
1,927 

$47,5,69 

2 
$3,,648 

$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 
: 'l'estYear ;.1-992 . • ','J' .'. 

, . ,~ '.' ", 

" 'CPUC- JURISDICTIONAL·, FACTORS 

... - Description -" 

------------------~--operating Expenses .. ' 
--'-"-'-.--------,------
Produetion 
orransnl"i-ssion :. ',' . :; ... ~ 
Distribution : 
customer Aecounts',~ 
cast .. :·Serv. & '-Inform. 
Administrative & General 
Sales TAX Inerease 
compensation Adjustment 
Cost containment 
Revenue credits 

Depreeiation 
.: •• I. 'f.;~~:~: . ,',», 

"' .,'" 

Taxes: other Than" On Income 
Taxes On Ineome'-

Edison 
., , .. ~. -- .,Estimat.e. .. 

DRA. .. to, ; .•. ,. r'- : ... ". ,'. '-, 

Estima1:e- ':' "- 'Ado ted .,_._' .... , ..... p 
-~----~-- ~--------- --~---~-~-.' " .. ~'.-

.'" .. , .oh ••. .,/ 

99.713% 
::'~ ,) . : '.::. 99.889% 
";::';) ,(: ,:. 99.936% 
,~ :; .:: , ::: 9'9 • 982"%' 
:: ': ;.: , .,',.-~:100. 000% 

99.851% 

,- »i' ,..,,." .... ! ,. ',.\'( ........... , ... 

• ~ I" ,,' 

99.860% 
99.862% 

'" ';:"~ 1/'/',\", 

99. 7r8·~(·"··:· '9'9.717% 
99 .i9·it.::;~ 99.891% 
99 . ...Q3S~:,· .~:. 99.9'35% 
99~~.9:8·2.%.' .::':~; 99.98:2% 

100.:0:0'o:%.-:'·:~:'" 100 •. 000% 
99-:~S:54't'U,~ 99.854%. 

99.843% 

,-' I'" ~ . ,"': ... , " 

'. "J 1..,- I" ' ... 
I'" I" " ,~'" ...... 

99.8:~ 
99.8~ 

Rate Base 
". '\-

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

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

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

. " 

. :.:"'";"'(.". 
••• ;. I 

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

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

., ... .: ,"", ::'; ., 

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

99.867% 99.870% 

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

(~ ... .., ....... j;,..-J_ ',,,, 

',:,:~""~ ':-':";"c ~)~:';::,~1"/ ~:/~.t~S 
,'.'. \': .:', <>". ',' l.~~ L: :: ~.: ~ ... ~ ;'~";. Y~.1~ 'J 

\ ," 
\'" 

".' " -', "'. ", r • 
• ~ ". • , ...... 'l.,.I' ..... ~.J 

>, • ,'.J' ,'1; ...... ' 
. , 'I " ...J ~ \ : 'J 

99.8'70% 
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APPENDIX D 

SOUTHERN CALIFORNIA EDISON COMPANY 
Test Year 1992 

DEVELOPMENT OF NET-TO-GROSS MULTIPLIER 

Description 
----------------~-~-----~-~--

Gross operating Revenues 

Less: Uncolleetible 

SUbtotal 

Rate. 

(A) 

0.2080% 

Amount 
Applied Total 
------- ---------

(8) (C-A""B) 
lOO.OOOO 

100.0000 0.2080 

99.792'0 

Less: Franchise Fees 0.7877% lOO.OOOO 0.7877 

Subtotal 

Less: Arizona & New Maxieo 
Income Tax 

Subtotal 

Less: Superfund Tax 

Subtotal 

Less: S.I.T. 

Subtotal 

Less: F.I.'I'. 

Net operating Revenues 

Uncoll. & F.F. Factor 
state & Fed. Tax Factor 

N-T-G Multiplier 

0.1997% 

0 .. 12% 

8.725l% 

34.00% 

(END OF APPENDIX 0) 

99.0043 

99.0043 0.1977 
.. -------~ 

98:.8066; 

98.8066 0.1186 

99.0043 

98 .. 6880 

98.68.80 

8.63·82 
---------

90.0498: 

33.553:9 
---------

56 .. 4959 

1.0101 
1.6473 

1.7700 
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APPENDIX E 

SOUTHtRN CALHORNIA tD%SON COMPANV 
Tnt V •• r 1992 

ATTRITION' REVENUE REQUIREMENT ESTIMATES 

TAB~E OF CONTENTs 

Tftle PlgO 

Attrition Revenue R.quirement E,tim.tl' ••••••••••••••••••••••••••••••• 

Esclt.tion R.t., for Attrition V •• r. •••••••••••••••••••••••.•••••••••••• 3 

CPUC J~rf&dfctional 'Ictor, for Attrftion V •• r, •••••••••••••••••••••••• 4 

Attr{tf~ IftC~~t.L O&M Expens •• ••••••••••••••••••••••• ~............. 5 

T.xe& Oth.~ Then on· Incom. ••••••••••••••••••••••••••••••••••••••••••• 7 

Taxes On Income •••••••••••••••••••••••••••••••••••••••••••••••••••••• 8 

R.t~ •• ,~ •••••••••••••••••••••••••••••••••••••••••••••• _............. 10 
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Operatfl'lQ-It~,. -. . " . 

Production 
Trln5/llf SI f on 
Df&tributfon 
Customer Account. 
Ur'lCoL LectibLea 
Cuat. Serv. , Infol'lll_ 
Aanfnfltrltfw , Cien;" 
'rar'lChf~ R.qulr~t. 
Sales T.ax .IrlCreaae 
C~nsatfon Acljl4tlllent 
C~t Cont.fnment 
R~'Credlt& 

Subtotal 

Depre<'fetfM CtxcL. Nucl. Decomn.) 
Nuclee",·Decomn. Exp;-· 
Taxes Ot~r Th.n On Income 
T lI.lIe5 On r r1COInIr 

Tot.lOperetfng EXpen'H 

Net Operat{ng Income 
DSH rncentf~ 

Tot.l Net Oper. Rev. 

Ret~ of Return 

r > •• " • • I!' .' r~ '~'>:.'<').' Peae 1 of 10 
,~,,\ , .u!\ ':':':" .. ::: 

, , , APPENDIX! 

. SOUTHERN CALJJQRNIA EDIS()tj COMPANY 
.' ei 'Telt Yelr 1m 

ATTRIT1ON, REVENUE REQUIREMENT. ESTIMATES 
, , - • CPUCJurhdlctiM 

,,'1"'\ 

/ ' CTlloullr'lda. of Nominal DoLL.rs) 

CRe 
Adopted 

1992 

IM,..",t. 
Attrition 

1993 _ 

S103,863 

IMrMf_ 
Attrfti«! .. :""Attrf tiM 

1993 . '994 
" ,~ ... ,~~,.-: ;.;'~ .,~" ..... 

... I :. I,'~ : • .. ,-. • '! 

521,763 522:259 496 34.991 
TT.33Z 2,269 79,,601 2.544 

179,863, . ...• ,.;S,,941 ... . '''5,,&05 6.640' 
120,785 3.506 124,291 3.969 

8,345 216.... "',561 256 
153.467 3,328 156.?'95 3,606 
411,625 8, '64 419,789 9,060 
31,602 8'8 ..32,420.: 969 

,#820 _ .·c' .29 .1,849 76 
0 0., . ., .0 0 
0 0::. .,; ... ,';'0 0 

(107.62") 0 ,- (107,628) 0 .•......... ---_.-..... ........... . ...... "" .... 
S1.398.974 S24,769 S1,423~743 162,111 

650.l!94 39~1)42 " 689.936 29,339 
96.209 (1,254) 94,955 0 

199.834 2,419 202.253 1,508 
498.610 28.947 . 527,557 15,834 

.••......•• .......... ~ .,--.-----~.-, ........... -
S2.l!44~521 S93,923 S2, 938, "'" s, 08, 792 

S1,167.411 9,940 S1.,177,371 14;251 
0 0 0 0 .... _._.-.. . .......... -----_.-.. - ........... 

$1,167,431 S9,940 S1,1TT,371 "4,251 

,", , 023 .. 895 ) , 93 .. 865- S1',. 117 ,.76fJ', • 134,570 

10.59X 10~5cn 

Attrition 
1994 

S4.23e."sa 

557,250 
82.145, 

192,445 
12".260 

8,817 
160,401 
428,850 
33,389 

1.924 
0 
0 

(107,628' ---_ ....... 
S1,4a5,l!54 

719.275 
94,955 

203,761 
543,391 

............. 
s3,047,236-

S1,191,622 
0 

• ...... IIP ...... 

S1,191,622 

S11,.2S2,329 

10.59X 
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'. APPENDIX E 

$MIlDN \CA~l:FORNIA EDISON' COMPANV 
", Tnt V .... 1992 

SUMMARY OF ATTlnT1ON'rNCRE"I:NTA~ REVENUE REOUIREMENTS 
. • CPUC Jurfldictfon 

.. ('ThOlAends' of NOIninel DoUers) 

. .' OKcl"fptfon .: '.,' '. 
;"I;"pl' •••••••• ..:--•••••••• .::.I'l;,~ 

. "" Oper.tfngExpeMH 

-",-

' .. ',. , ~1 

. ' . ., 

., ..... 

, 
I'"~. '. 

OIX Expenan 
·Labor···~ , ... , .• :.:.}(';: 
Nonl.bor & Oth.r 
SONGS Ref~l fns! 
SelH Tax Inc ...... 
R~ C,.edfta 

1," . _:.. I ... :..... '. J ... :1 ~-

J' ',~. • .. I' 
fl,". I' ....... 

~ C'Subtotal "', ~ I,~, -: ::.' t: ~ .~~t: 
·F;'enchf~ F",';.nci:uncoll.~:'·'.. ,": c 

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

"". \ .... • ••• 1 T.~.~~txpen ... ··: , 
\,,' " . -..... 

~ ~; .. ~ ,..\ '::-:.::. ; ;' ~ 

Cepftal,':Rel.ted.:" ':'~\'.: t; 
Deprecbtfon (txcl. Nucl. DKOIIIII.) 
Nucle.r OecOlllll'; Exp. .~ 
Ad V.lorem Tax!) 
IncOllllt'T.xn C 
R.te'Base· • 
,' ..... :.,~,; I I ~ 

",," ',- .. 
'/ ",«')' 

I ", '\ 

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

, ' 
c"" .", 

"I" "! .. , """" 
".f' ;) .'~ • 

I"'~ I.'. I l' 

Tot.l 'Attrftfon fncremtnt.t Rev. 'Reqt: ,. 
, , • ,', ,14'" ". '4' 10 'h-- .., ".' ,: .,.' ~." ~\<, j ''''~ 

. '. 

,'. _,0.1'. 
. '·.'1 &-"", ,. 

, .' ~.. "" r.· ... . ,,' .1 .... · 

fncrem!:. 
Attrition 

'993 

Increm!:. 
Attl"ftion 

)994, ... ,' 
• ..) ••••••• ;'l.~ , 

,",;~"1';(~'~{:;):;h 

'j,' .: \·f.i4~~ ""; ;. I", -:.'" ):. ",~ i I~ ;~,'~ I', "l '1. 

569 ~ '06:'" "~", Y~5-t~'93'"J ; I;;: 
(2','220),,1 ~ ~~A ","" • '''''O'';'''''~ 
2 444 :'"l""<1'''1r523~;'·,:>~ 

(3: 960) ~ ~: :("1'2':726)"><' 
14,520 2q~816. 

• ••••• '1." n 

~'( ••• (J\:"",~ :~l",~: 

" .. I'.:,",li": ;"11:, 1'1,\,17 '1#:,(':0 .. '.')\"'''; 
'Ij':.c:.,"': ~ -·"·'7~'-." 

~""""': ,1,.'"\ ... ':-\ ~1)"".:~~-:' ,t :,.1 
"·i , ~" '/""1 >.~; :"'i;: {~ 

.. 

• 

• 
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APPENOnr,[ 

SOUTHERN: CAI.I FORN'tA' £0'1 SON: COMPANY, 
, TesT; V .... 1992 

ESCAI.AT:lOH RATES FOR' AT.TU11OH:VEAAS ',:1/ 
,8ase Veal" 1992) 

L.bo .. 
--........... __ ........ ~I' 

Rete Index Rete 
----•• ---- •••• ---.......... - .............. 'IIt .......... : ••• J7; 

100.00 
103.30 
107.12 

~. ;,~,')' , '., ... ~ ':~L.I:: 

;!).~ Iot'''''-• .' ·')Vi ;}'."OO".:OO''"');, 
~.31X·1·1"": ,103.31:·,' 

;"'3',38X':\ :" .106'.80','; 

;'V £stf""tes frem Exhibft 174. Actual .lcelatfOl'\l'r.tn:' ';""~ 
for Attrition r.er 1m " 1994 Ihould be IJPCI-t.cf· .... ',' 

,::: ',' 'in Edflon's Attrition fil fnol. "" ,',:", .. 

I"" 

.: ', .. 
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APP£~O fl(, E 

SOUTHEIt~: CAL.l'FOIUI1A1£O'J~a.I: eOf1PA~'I' . 
',T.It'Yea", ,199Z 

CPUC JURtSO,tCTlONAL" FACTORS FO":"A'ftR.LnON YEARS 

Prodlolcdon.> ",,,~ 
T,._r .... f-on· 

-,' ,',,. 
• , ..... ,'j, .. ,., 

D{atrlbt.ltfon. '0: /,:1 ~",: 
Cu&t~r" Accounts· - - . - . " . , - , " 
Cuat. $erv. , InfoMn. 
Achinfatratfve , General '.:::. ~.; r 
S. tea .1'.x Inc:rC'aH,.e ': i; _ ;::!) • 
C~tfon AdJ""tllltnt 
COlt Contafnment 
R~ Credit. 

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

Attrition 
1993 '1994 11 

99.717X 
99.891% 

·,,99.935% 
"··99.982% 

100.00OX 
;;,>99.854% 

99.922% 

Depreefat'on 99.800% 

Tax" Oth ... Than On Inc:om. 99.M2X 
Tax" Qn.-lnc:om..1', "X," :"',' ' .. ,,', .:.-; '<,:.: N.-': .n' .• , -99.862% 

St_t. :.>I:':'~L) ",oJ...) :::,! }<:I'/! '~"'<'I' ,\ :,:(!6,1;- '\j:""'1' ('I",; :,~~:f'\ .... 99.862X. 
'~ ... L , .. -;,,',:: ;' ,',,::'-~7",:, .,' "':';.'; .99.M2X 

99.870% 

V Tdt Y~a" valws from A~~lx D. Page 32. Edison may 
revfae the CPUC Jurlsdfctfonal factors in ft. attrition 
fllingl 85 authorized in D. 85-1Z-076. 

.. 

• 

• 

• 
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.. .. , :. \ • ; jl •• 'I. 7" Page.:5·.of, 10 

D~aerfpt.fM 

PROOUCTtON 
Labor 
Non labor 
Ottl.r .. 

Total" ' 

. ,'~ . 

, 
. ,,;APPENDtX E 

SOUTHERN .,CAU FORN1AiEDIS~.~COMPANY 
' .. ' :Te.t Year 1992 

ATTR.l TlON 'INCREMENTAL;~ ,EXPENSES 
,. ~,CPUC Jurfld~ctfon 

(.Thousand. of .NOIIIfl'llll DoL lara) 

CRC 
Adopted 

1992 

1225.732 
27'8.650 
18,859 

S523.241 

CPUC Jurf. 
1992 

99.71'1X 
122S.09S-
277,862 
18.806 

S521.763 
• " , .' 0 , ,,," 

. N\llCer of Re1"",l fng OUtag.s (so.ICS) 

, Refuel-fng· OUtage for SONGS 
';, Labor,' 
',;. NonLebo":': •. 

"'," Total·'·· 

Total Procluctfon AdIuatment 
Lebor 
NOfIt.bo,. 

Total 

TOTAL PItOOUCTION 
Labor 
NOfIt.bo,. 
Other 

Total 

TRANSMISSION 
Lebor 
NOfIlabo,. 
Othe,. 

Total 

DISTRIBUTION 
Labo,. 
Nontabo" 
Other 

Total 

CUSTOMER ACCOUNTS 
Lebo,. 
Nontabo,. 
Ot~r (Less uncoLL.) 

Total 

CUSTOMER SERVo , INFORM. 
Labo,. 
NOfIlabo,. 
Oth~" 

Total 

([nel. DSM Amol"t. Depr.) 

ADMINISTRATIVE' CENERAL 
Labor 
Nonlabor 
Oth~r (LeU ") 

Total 

(Incl. H~atth Car~ , RDID) 
Labo,. 
Non tabor 
Othe,. 

TOtal 

2 

3,291 
12r366 

S15,651 

44,256 
24.49~ 
8,663 

177,411 

79.376 
26.798 
14,633 

S120,801 

27.869 
72,769 
52.e29 

'153,461 

S12,606 

131.611 
115 .. 788 
164.824 

1412,.229 

11.627 
51,411 
71.613 

S134,656 

3.282-
'2,331 

S15,613 

99.e9"': 
44,2015 
24,471' 
8,654 

S77.332 

99.935% 
108.m 
11.091 

o 
S179,863 

99.98Zl 
79.362 
26.793 
14,630 

S120.'785 

100.00OX 
27.869 
72,769 
52.e29 

S153.461 

99.854% 
131.424 
115,619 
164.583 

1411,625 

11,609' 
51.342 
71.508 

1134.459 

tncr.",t. 
Attrftfon 

1993 

... '\ ~'\. ~:~: r' -:,' 

%ncremt. 
Attr~tfon 

1994 

S7 •. 42~,. ')"r,sa.603 
9 .. 197 .. ', .. ,;.,.9,703 

, v" .. 1,·O~i ;.".~, .. ,:' 0 
S16,62S~~ /. :S18.306 

(3,390) 
<12.739) 

('16.129) 

4.038 
(3.542) 

o 
1496 

1,459 
810 

o 
12,269 

. 3 .. 589 
2,353 

o· 
S5,943 

920 
2,.409 

o 
13,.328 

SO 

4,331 
3.~1 

o 
$8,164 

383 
1,699 

o 
12,083 

234 
839 

S1.072 

12. "9 
22'.872 

o 
134.991 

4,151 
2.482 

o 
16.640' 

3,033 
936 

o 
13,969 

1.06S, 
2.54' 

o 
S3,606 

5,023 
4.037 

o 
S9,06O 

444 
',193 

OC 
12,.231 
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• ),.1 ," 'a;0:.6.,0(·,0 
.... , .... 1, ,,,'" 

(UI'I6dJ us ted)' " 
Total tabor" 
Total Nanlabo .. 

. Total 01:Mr' 
Total ,epr. Exp. 

SONCS Re1wl fng 
Labo .. 

,.':., Nontabor 

'"1' .' . 
~ - '. 0(, ," •• :. • ... 

" ,'-

• ' .r' ..... 

, ... , 
L ~.I .. ... 

,",", .,. 
, '.,._ ~ t. 

",-,'" 

Tot.l" 
,: ~ ." 

., ~ "t . 
\ "..... .. ~ 

~'(, ,r;:\ ~ 

.. < ~ , 

" ,~\~ ~ 

c,·' " "Ii­
•• j- ... ' • ~". , 

..... ' 
, " 

I;','· . . \- ~ . \. 
.. J" " . ~ '-' ' ... 
r, 

';: 

",,'.', 
1..' .... ' 

': '; .:. I .~. t" 

,.' 
f','" , 

\ "',' 

.; .. : ." 

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

",' '. '::':APPENDfX E 

, 'SQUTHERN;CAtfPOItNfA'EDrSCMI'COMPANY 
Test Year 1992 

ATTR'JTJOH rNCREMCNTALO&MEXPENSES (Cant.) 
• 'CPUC Jurfsdfctfon 

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

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

" .••• I 

~."",- ... ~ 

- ., .. , \. 

'.-,' ,," 
~', 1 ~ '. ,II 

,. ,. ~ . ~ 
-,".".1', 
..... ).1"'"... 
'\,'.-1'" 

'"' <'''rf 

,:i ."," 
• , ..... 10 1 •• ~ 

\~\ ,~~. ,~:': 

(~'~.:~ . '.: ": 
,,;,.,.~, :,I~ ~--.: 

..... -,0',' ..... , 

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

\' r I ~ • ,~~. ;' 

,~~~~.".; 

j7;~.j I r ~ .. ..:. 

.... 

.... ', 
':", 

crhOUhl'ld1 of NomfMl DoLLar.) 

eRC 
Adopted 

'992 
CPU!: Juri. 

1992 " 

617,692 6'6.m, 
589,640 5&8,605 

lncreft'lt. lncreft'lt. 
Attrition Attrition 

, ~1993' :' : .' ~ ','J994 ........... - ,~ ............ . 

" . 2S9.8M 259.501 

,':" 
< " ,."" .. -~.' ~ 

...... ' .... '4, , "'. \ .~ . 

"f'~ I" ",," .'.r'~ 

.' ,. r-'f& 
·(A' .. - " 

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

~ > " ..... 
. ''''. + '.' ~, .. 

I,: Ij"; ~ '~~:. 
:-"'1. ,', 
... '·.· •. I\. 

Y\'t~.-.~ ~,'~:- ~ 

.'.'. I " 

~' .. , "' .. 
II'"", .,1 

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

.... ;;:: • .:r..:.,.. 
,'j"',. 1"""" '. 
1" ", ,\~ ..... '" 

~' '~Oj .,. ....... ,.' . 
. :-. ~~ , .~ ,~ 
\~ .. "~". t" 

S1.467.140 S1,464,835 
." ::',J,1 '. / """.-, ' .. C ~t 

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

" ~.;,,',i.; / .... ,.) 'I 

... ''''-;'~O 
. ~', ' ::' .~ . 

"'i,:"~~·t~, ,t /,\;~) 

~~}t~1'i~ 

1~, :)(.' ~ 

(~, ;<l·.'t·~ ?;i"c\~i ".":t~;+":­

, .. ~." 

l'l;:V'~ 

'., ~ t ..!/.'~~'1:' ,,·,~,:c 

f ~!, ':'.) i' 

... '" 'J ;\:' ,'::' ,,".", .. !:)1"1 ~ ~ 

"'t·:~~"·U 

": '-.' ~I\ iiV:'I!< 

"t~.Jo(! :0 

• 

• 
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SOUTHtRI/CAtHORNtA<t:DISON COMPAI/Y 
Te.t Ve.r 1992 

, ATTIU'UON ·II/CREMENTAt 'CAPITAL. RELATED 
RMI/UE,REOUIREMEN't$· TAXES OTHER THAN' ON INCOME 

_." (ThOl.laar.ds..of NOII'Ifnal Doll.rs) 

.':,. 

TAXES OTHER THAN ON INCOME 

.. Ad·V.lor_r.x .... ; 
... :,.',' Pl.nt In- Sel"Y'fe. 
>~ 'Deprecf.t:f.on Rnv. 

--'H'("­." .... ,. 

N.t Ch.~~: f~' HOLD unft.ry Propel"ty 

. ,',' • Ane •• ed ',V. tue of Unft.ry Propel"ty-X of Hold 
An ... edV.l .... of Unft.ry"Propel"ty 

" ":":,Tex ht.~:,:_.::::.: 
-.. ··---·5CX"·of : ,."'-_ .. __ ..... 

PrMOIIS V •• ,. 
." ,., '·Current.·V .. r:: 

~ ... ' , j' ,~ 

.' '''. 'Total 'Ine;~)(Decr.)"'~ Ad V.lorem T.x" 
,1,', 

CPUC Jurf.dfetfon 
'ranchf" Fen , Unc:ol'tec:t1bl •• 
", ... ;, ".,. ... 

Tot.l i~r~/CDecr.) In Rev. Reqt • 

• ":. j. ~ \ 

I .• ' .~. •• ... 

.. ~ 
' ..... ,., •• -r"" 1 

,." \ 
\ I'v',' 

,.",. 
'.' ... 

. . ... ~ ,~. 

1'-" ,"", 

., ...... , .. ' , 

'. ~ . ,,"': 

"-'.'. 

..... 

CRe 
Adopted 

'992 

Inc:remt. Il'lCremt. 
Attrition Attrition 

'993 i',,,;<::, . : •. 1994 

(12191) (12/92)-" • '12/93) 
~:"',,;").\:I··'''i~:,.,(;' :v.;I~ ~'~;".l~~~ 

~" .117,,976,,-' .. ;:: ,S680.902:J~ \ 1730,621 
(S.m.616) '~:. ,(5se .. 7~)~\.·(S57.507) 

.f)~")" ')I'I .. ~~'j·:: t't .~ •• ';;I,J·";'J\."'~'"~ :~;;j;1 

12,203.272 92.'59 173~"4 
,~.,~,j,~, :;~:~ ~:~~Q~O-1·f·:~~ 

1OS,.412l.\,·: ,: .-, r.."~"'':: .. I:''''; 
-"': ';",' 1'0 i 9T ';'147''.i~ :.1212,483 

".,';, .·1·'\~080X: '~')~"::~\",049 ;,.,~r:'" 1,,971 

'.898 525 
: r'\'~ t ~ (. l ") "'('i,,52S'.'jIo' I ,~ ,~(:>-> 985 

SZ.423 1'~5'O 
"'~I I".;'. ~!!.,,\)o, ~~:~.:\'~"<,;(~~t')l. 

99".862X. v·,'. ,.. 'SZ.419'li\. ~::'s1:.508 
O.99S7X.·",' ''''c;~ ~\, ::24' .... ,. ::;~,,):l 15· 

.', t:~! '. ~; '-. ", . ~ ': It, ~\ ": ~JoI~''',I' ;'.("1 ~ 
'l/.,,~ .:~;. 7 ;~,,~ ;'bJ"~~·.')·'· ;'"" 

.").i'I~ .,-"",':,i ,-,;' \.1J":'I~!\~;:.l',; 

1':\,' f :,"'"/10,,:'; l;.tt, ~U\1' 

<)-'\". ~~, ': " :'~'+"'~::: 1II:~~ ~,"'I.\;or.·'v"1.r 

"--':,i :/~(; :..J, .... i~ .. ~')'J 'U';' ';-,'-'1, 

.. ;':.""/; .. ,'~~,t :".: '."'::;L'~I:~\ ... ,.;.t"l:, 
'" "': :.'!\ ~ (:I~ i ;- j r;:,.~ ': ··,·~,I ... '.':'.)~, 

... '" .:"or;: .. v') ~)' (. ". -I"'.';:" \~"'j :'.('1 ,: J f\!I'j~: 

'10,1:~.J~"''''.J. t .. . rJ·' ,~ ... ~;, ~'.'''--;·''''4¥-~.': .. ~~rl!.j,I'j~ ... '~¥I\ 

~ I\..~'''''; :,~)" \'i/,: .~.,:", ·tv~ 'J,:,I~:) "I~.~'~ ,,1' 
~,:: '1(: ","1 I 1-; ~t'·"~ J """)'~ ! I' ':.:'; ~~"'" ~'d~ ;'.,I,J 

~,.'-;.':·,:TI: '-'.':;;":' .,' r..',,::,, •. ~~:I\.·':""~: 

, ~'. . ... , 
... 1 ~ .,~. ~ f' or I 

. , , 
' .. r",' t ~ ~'''I~'''::\\.'''~''·! 

:"':; ~. " ..... "'.;)" • 1 =~1! 

',".1 II~,; ~,.,I~ ."~,,,';"',:'·";'~"1>"~1 

, .-'~ < ; '~ • ',.,.., ;:t I~ ~ C. '\ ~t"''': ~ \. ~ 'A'\ : 

. .. ~".-,,- ........ ---, ... - ...... -----
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, <" APPENDJX E 

SOUtHERN ,CAl.I 'ORNTA':EDISON COMPANY 
,I Tnt Y .... '992 

ATTltfTJON,',INCREMENTAt.: . CAPITAL RELATED 
REVENUE REOU1REMENTS· TAXES'ON' INCOME 

CThouunds of NomlnllL DoL L."s) 

.. ..-, 

,Descrfptfon 
,. _ ... _-._ ... _-_ .. _--------

TAXES ON INCOME 
, ,\ '. ~ . . , , .. ' . 

St.te Tlx Oeprecf.tion: 
, .; : .l~r./(Decr.).~in SIT (CA' .. 'A%;" "IIM) 

.. :'~ '. 'Inc:r./Co.c:r.), ·{n 'IT:,':' • ,': " :,: 

Net-To-Crose Multiplf.r 
Inc:"./CDter.) in Rev';~R~:: 

~: .... cpuc JuriadfctfOl'l· F'ector 
.. ';\. Total 'tncr~/CDec:r.): .fn: Rev. Rtqt • 

. :,- , :'( ...• ; 

.; 'f'deoral Tex::Oeprec:fetfon: 
". 'Incr./CDecr.)-in FIT 

'It oj.. ,.' ~ ..... " .. ' 

Net-To-Gro~ Multfplf.r 
:::' ,Inc:r./CDecr.).i fn Rev':Reqt~"'; 
.. CPUC Jur~adfctfon F'acto";" : 

-Total Incr./CDecr.) in Rev. Reqt • 
....... 

Inc~ Tax D~errecl: 
Net-T~Gros. Multiplfer 
J~r./(Decr.) {n Rev. R~. 
CPUC Jurfsdfctfon 

Total Incr./CDecr.) fn Rev. Reqt. 

Investment Tax Credit • Deferred: 
Net-To-CrOiI Multfpller 
Incr./CDec:r.) in Rev. Reqt. 
CPUC Jurisdfctfon·· F'actor 

Total Incr./CDecr.) fn Rev. Reqt. 

A"V. AcC1.lld. De-f.""ecI ITt Ae A Recluc:tfon, 
To Rate lase 1"0" CCF'T Inte"nt Decl.: 

Weighted Coat for Long T.I'III Debt 
I~r./(Dec:r_) in CCF'T Inte .. est 

I~r./CDecr.) In SIT (CA. 112., , N'I) 
Incr./(Dec:r.) in FIT 

Totat I~r./(Decr.) fn I~ome Tax .. 

Net·T~Cross Multiptfer 
I~r./CDecr.) in Rev. Reqt. 
CPUC Jurisdiction rector 

Total I~r./CDec:r.) in· Rev_ R.qt. 

GRC 
Adopted, 

'992 

lr\C .. .."t. I~r.."t. 
Attrftfon Attrftfon 

1993 1'<) 1 ~::, • :'1994 
..... .,., ............... " . , ..... ' ..• ' ......... -. ...... __ . 

122',946'""".,! S1S;ZS7 
8.924!IX .,) (2'~048); ':,'n (1 ,360) 

34% .,,;~,,~ "'696> I ~·'1'.~~<;l 0462' 

'1,352) (898) 
':"~~~:/J.' t.:t~,.~'I'~~~ ,'J~.;:.,I ,'";, ·\~".fllrl~ "!:"I~ 

1.7700 
'~:( .. , '0 ;:'v.:',,"':'~" ,·'''·'·fll;'" ·(2~392')";"")'·(1.r589) 

x:r",· ...... ::t:;·W.'86ZX1f"') \, ~ ,.\I..I~ ... ;'.' ;:~."J .. ~~~.:!',t).. 

(S2.389):,.,:1 CS1:r 586) 

(S62';959)<:'~ ·, .. ~S5,513 . 
34% 21,406 C:1:,814) 
'-0j ,,' r'I:}<':)\~ ~=n ,1\~":t:.J'" 

'.7700 
"')~37;890"_, ::~.318) 

"".:'99;.862S:)'~·\l.; ;--, ~·+Y'l' 4,~(.")·.:.:t"li""~ 

1.7700 

99.~ 

1.7700 

99.M2X 

4.31% 

8.924!IX 
34% 

1.7700 

99.86ZX 

(22,442) 

(39, '123) 

(139,668) 

S214 

37'9' 

Sl'T8 

(S26,295) 

1,1" 

(101) 
34 , ._-------

(67) 

("8) 

(S1'8) 

(4,438) 

(7,856) 

(S7,845o) 

S57 

101 

S101 

(S18,286) 

m. 
(10) 
24 

-----~."". 
(46) 

(82) 

(182) 

Total I~r./(Dter.), fn Rev. Reqt •• CPUC Ju .. isdiction ~ (13-,960) (S12',726) 

• 

• 

• 
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APPENDIX E 

'SOUTHERN: CAL.:I FORNI'A.-:ED 1 SOlI COMPANY 
Telt V •• r '992 

ATTRITION: fNCRE,.ENTA!: CAPITAL RELATED 
, REVENUE REOUtRtMENlS.·'DEPRECIATlON EXPENSE 

.' .(Thouaal'ldL, of' NomfNl Dollars) 

<I" ,'", 

.. Descrfptfon ',-" · ~. _ .......... _ ••..•• ___ .w.. ____ _ 
.: ,.DEPRECIATlON-) EXPENSE 

. ",Deprecfat{()I'\.· ~.:' 

CPUC Jl,lrfaclfctfon,',,. .... 
. >.: .N.t·To-Cro ... • Ml,Iltfpl f.,. 

Total II'IC,../CDec,..)~·fn..Il". Il.qt. .. ' 
1' .. ".( ~ 

Deconrnfufonfna £xpenM: 
.!,:,'I{' • r.,," .... ' . .:- •• "',.;:-

CPUC Jurfadfcdon 
:'.:' IIlt-To-CI"O&& "loll tfPl~" .~': 

Total Il'ICr./CDecr.) fn Rev. Rtqt. 
--: ..... :,.; 

· .~., ." ... '," . 

· ".. ~~ .. 

.' ... , , ,. ~ 

J~ .~,', ' " t 

.'1:"' , .... ""n 
\.L '/, I.~ 

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

r"'\ ..... , 
',< " .. ,. ~. ' ... 

, . 
,,' .. '. 
;.. .~ .. 

\ . t'" • ~.'. 

"i' , 

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

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

" . ' .. ~ . .',' 

'-i' " •• 

'.' .' . 

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

GRC 
Adopted 

1992 

Incremt. Incremt. 
Attrftfon Attrftfon 

'993- ,..~: c,;' ).'994 

99.S8OX ;~:,'~ ··.:39'r04~·v1' ';·29,339-
'.T700,.v.·:t:~ ,1. ( ... .,~~~,\.,,~! 

!",~:",: •. ,"160',:,'061,-,'. J,J5,1~931 
...:~ ...... ,.,r .. \-',)'~ ~", ~. t:\ .... ~\' ....... , ... -1 :"_,,,_,,_. __ _ 

(1,256) o 

'00.00="" --- . (1',254)0-"'" ••• 0 
1.T700 J""~r~i;; ~j:" ~..,.~.,~ 

(12,220) SO 
~·.Il·;r~:"'\ ", "·I'·l""·~I"'C-·" .... l' 

.. ~t;"' .... ':, • V""';:; i) ..... "":' ,)'!l-(:', \. ·'f.)r. \ 

'/ ~ . 

S51,93' 

• ~' . .""" .... , ,'~'~.~' .. t,· (.";."':t(!)\ .... y.:. 
"".) r ':;"L'I l'.,.i ~ '! ~'I !).~ j '1..,1 .. :Jtrf'l: 

tV"'~', (, .. i,)"'\~)\,' 'l';'M''': )1',\':,)"" 

--":". ;.~; I ":-J~ ~:~."'.~ ~.:. "0" .. ::" ..... ~ 

" "" .. ~A ."~.:; "i· ~ ... ,:.\ ... ~.,)\ .. "'~! 
":~.;:I~~ ~~~~,~~.~:~~~ :~~: 

~:.,'.:; .\I~-; t\'( ( .. "):;''I.,:i\,,'''.)("l1 JU~.J'( 

, 
• v ~ ~~ n: (~...,. .,'" (J :! \.. ~1 'J.i"!: .. 'i 1 -: "1 

1+1 - ".'.,.'.,..:1 .... '~', .. ~ ."': ~":'''''>':~\~'·.''''''I: ;",~,)"" 

~!~, ( :J' '::"'. i '''",' .. ::'''':~:' 
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.i. ~ f ',' . APPENDIX E 

SOUTHERN' CA\,.1'ORN1"'iEDlso.. COMPANV 
"J : '. Teat V •• r' 1992 

... TTltfTtON:tNCREMENT ... 1: CAP IT ... '. REUTED' 
REVENUEREOUtRi!MENTS .' RATE BASE 
·(~ ... ~o"'·Nomfnal DoU.,..) 

GRC 
Adopted 

1992 

Incremt. Incremt. 
Attr{tf~, Attrftf~ 

1993 n'Ji';\,> "J1994 
~ ...... ______ TY_._._.~_._.~ .. P ............... . 

P'.ANT IN SEItVIC£ - inD. AVG. 

• ' .. It&te of 'Return. 

•••• ~ J Wet'To-CroUMultfpL f .... ·~. , .. ; 
Incr'./(Decr'.) fn Rw. Reqt.· 

. :.< CPUe JIoIrladrct'f~ '.etor' 
.... __ .:rotal JneJ:./CDt'CI".) in Rev. Rtqt. 

", ,,' .. 
.,.10. '. 

DE'ERRED DEBIT ... CCOUNTS .-.-.--.......... :----.----~." ':. :.:." 
Rat. of R~IoIrn 

1w4607 (\o'~i :~;~\.!j ",L:~ ~ .. ~";=! 

~'. i' : 0::; .T ;.111 1; .. 159') -.j 7"' 18.515· 
. ::~ .. ,,: . ·99~87OX.·, :",.:) \ . 1: .... 1 ; ,,:.}': 

S111,014 S118,361 

: "~I J,~( •. ,,:~>\.~: .:,,,,!, i f',,~. ~ ~ •• " 1.~t~.'j"j')Cl 

169,602 13,.783 S958 
"1~J" } .; i .~:;.." ";1": ';.. ::I . ./j.~ 

~ ..• "Nltt:To-Gr:oaa MIoIltfpt fel" 1.460" 
Inel"./(Oec:r.) fn Rev. Reqt. 585 148 
CPUC Jurfldfctf~ '~Ol" 99.87OX 

. ~ ....... Total.Jnc'=../CDecr'.)_fn_Rev •. R.qt ... __ ........... __ . __ .,. __ ... ____ ...... _ .. _." •. _ .. ___ s5&4 .. _. __ .. _ ... S.1.48· 

~) ~J' , ... '" 

DEPRECI ... TION RESERVE 
--------~ ...... --.. -
Rat~ of R~urn 1D.59X 

Net-To-Crosa Multipli.r' 1.460" • 
Incr'./COecI".) fn R.v. Reqt. 
CPUC JUl"fsdfct{~ FactOr' 99.87OX 

Total Incr./CDecl".) fn R.v. Reqt. 

DE'ERRCD TAXES • "'CrtS ..... _ ... _-----------
Rat~ of Retlolrn, 10.59X 

N~-To·Gros. Multiplfel" 1.4607 
Incl"./COecI".) fn R.v. Reqt. 
CPUC JIoIrfldfctf~ 'actor 99.87OX 

Total Incr'./CDeer'.) in Rev. R.qt. 

Total Incl"./(Decl".) In Rev. R.qt. 

Total Incl"./(Decl".) In R.t~ B .... Wtd •. Avg. 
CPUC JUl"ildicti~ 99.87OX 

(END 0' APPENDIX £) 

(S545,992) 

(57,821 ) 

(84,459) 

(S84,34lI) 

($Q,40S) 

C8/127) 

(12'.747) 

(S12,730) 

S14,520 

(S568,444) 

(60.198) 

(87,932) 

'(187.817) 

(163,924)' 

(6,,770) 

(9.lIlIlI) 

(S9,875) 

120,.816 

S134,745-
S134.570 

.. 

• 

• 

• 
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, , SOU'!:HERN ;CALrFQRNIA"EDrSON COMPANY 
~': ····Telt"Year 1992 

. ADOPTED . MARGfNAL;:CAPACrTY COSTS 

••••••• ~ _____________ •• _____________ .~ ___ .~~ •••••• _ ••••••••••••••••••••••• _ ••• ~ ••• _ •••• _____ ••••••••••••• w __ ___ •••••••••••• 

l.ine 

No • 

COlt per kW 
(S/kW) ... ------... -...... ~---... -.-... -----.... -...... -.-........•••••............••••.......... --_ ............... ~----......... . 

G ENE RAT ION: 

1. Coneu&tiOl'l Turbine-'CCT'>·Capital Coat 

2. Ceneral Plant Loading 
3. 1J0l'king capital 
4. Total CT Investment:' 588.7'1 
5. Intel'conneetlOl'l Plant exp)' capital COlt 

6. Cenel'al Plant LOecllng 
1. Working Capital 

549.31 ExhibIt 113.'Jolnt'iTa.tfmonyJon Marginal Coata. 
33.05 CLine 1)' )( "Ganel'al.;.'Plant-Loadlng of 6.0a 
6.35 (Line ,1".:,t;'tne"2) ·.'x'~WoI'k1ng Capital FactoI' of 1.09X 

Subtotal-: Ct;t"..' 1· .-:>t;~ine·2-, Line. 3) 
33.89 Exh. 113~-'" ".':'" - . <'·co'," ~) 

2.04 . '(Line'S).' xi -.' (ienel'al".'Plant"Loadlng of 6.02% 

8. Total IP Investment: 36.32- '. 

0.39 (Line 5 • Line 6) )( Working· Capital Factor 01 1.09% 

, , . Subtotal (Line" 5 .' Line' 6 • l.iM' 7) 

9. Annual ConeultiOl'l Turbfne'Colt (S/kW/yl') 60.34;- (Line 4)·: x Annulll COlt: Factor of 10.25% 

10. Annual Interce>meetlon'Plent COlt (S/kIJ/yr) ',3.14' (Line 8) x Annual COlt Factor crl 10.31% 

'1. Annual Cel'r-ying Cost of' Fuel Inventory (S/kW/yl') 
, 2. Annua l Demand-Related O&M' Expenle (S/kW/yr) 

1.12 Exh .. ' 113< "I,. . 

13. Annual Mal'glnal CeMl'lItlon COlt (S/kIJ/yr):-, 

T RAN S M' ISS ION! 

14. Tl'anaminion Investment pel' kW Change in l.oad 
15. Generlll Plant Loading ... 

16. wOl'king Capital 

••••••• 
, ,~, . '~'.'" 

':': ' , • I ", '." !, '~'l ;) "', I " 

241.55 Exh. 113 

,­.t,. 

'"J' ; '4.53~ (~f""'4) x GeneraL PLant Loacu'na" of 6.02X 
"-\2~'79" (l.iM 14 • Line 15) )( Working Capl;tal Factor 01 1.0~ 

17. Total Investment: 253.ea:"'" , Subtotal (Line 14 • Line 15 • Line 16) 

18. Annual Cost CS/kW/YI') \ ':2a:.SO: (Lfne,17) x Annual Coat Factor 'of 11.01X 

19. Annual Demond-Related O&f4' ExpenH (S/kIJ/y/') , "4.80' Exh. 113. updeted to ref leet adopted Tranlmlilf on O&M expenlH 
. ' -_ .. ---

20. Annual Mal'ginal Tranamfls10n Cost (S/kW/yr):',' ,33~O";C~ine' 18 • Line 19) 
••••••• 

.',' 

DIS T RIB UTI ON:' ,. "l. I 

, rJ',. 

21. Dfstribution· Inveatment: per' kW Change in 'Load" 364'.86 Exh. '13 :::; 
22. CCl'l'lel'lIl Plant Lo-ding 21.95 CLine 21) x Ceneral Plant Loading of 6.02% 
23. WOl'king capital ,'" ''''''4~22 CLfne-;21'. Line 22) x IJorking Cepf,tlll Factor of 1.09% 

24. Totlll Irwntment: 391.03 ',','" SubtotaL CLine 21 • Line 22· Li.n.: 23) 
25. ~l Cost CS/kWtyl') .. ,.." ','40.75 (Line 24) x Annual Cost Factol'~of 10.42% 

26. ~l DefnandwRctlatedO&M":Expenle CS/~/yr)' ·'\'2~~·-:Exh.\·:113. updated, to reflect adopted Diltribution O&M expenses 
."; .. '. '. !, I ,~, J: -, •. ,f', 

53.68 (Line 25 • Line 26) 
r' __ _ 

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

.'-_' • • '. '1 -.--.. -----.. -----.-------... ~ ... ---.. ----.. ------~----.... --.. ----.------.~------... --.--~~ ........ -_ ........ _-_ .••••.... 
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,.' . SOUTHERN 'CAI;I'ORNIA: EI)tSON COMPANY 
·:.·(·t ·,,· .. ·Test,.Year '992 

, ADOPTeD .. HARG1NAL CUSTOMER COSTS 

-_ .....•••••••••••...•...........•...•...••...•••••••••••••.................... -~-. 
Line 
NO. Co-to ~l'It ! ... ;1\,:; 

Hargil'lal CUltOlMr COlt Cal 
(S/Cu.tomer/yr)c, 

.. ••••••••••• _-----------.-•• * ••••••••••••••••••••••••••••••••••••••••••••• __ •••••• , 

S U H H'A R Y: 

,. DOIMltic 62.4' 
. '.: . -;'-" ;.'-2'. ":GenlrraL Service:,·, SInIIU·::, "v , 

.. " ''; '.' 3' •. : .. Gener.L"Servictlj· Large .,-:; 
• > -.;,: .. :4 •. : Agriculture and.P~il'lg 'i/'!'~; 

I""~ 

" ",' .. 
T","'~' ,li~, .. ~'26.69';':,:tbJ~i,:J"I!.!'i' ,-") ( "'y, ~,::~~<:, 

922.42 \''''~!:'}\ .. 0~: ~';"'I~,;l~ :·f~~'-I".jJ~:, ,I:: 

536..28 :f.:(I'::",: I"i'l\,:~",',',,; .,: 

.: S.·.~ r Time-o'f-Ule. -; Sttc:ondary\-.,,-"~IJ:~ I·", ... · 
~ J.r". '. d' 

I ~ j; ,2,986.87 .. ,.. I .. :, ; q , .... ,); J :'~~' .. r,,,,)~! - '.,' .y (\ , 
,'. 6. Tf~of·Use· P .. fmaly..~~· ~(".,f .~'".,~~, 

'.) .7 •. bc.,T.f me-ot-U~ .• , Subltranamf,u f on ~.';, ,.: 3,036.89 I/,{~! I·)I'I{~.: ,:"~/I ~" .. ~I-' ',II" L"A _ j\ 

",;\','.;:,' ::""' , If' ',.; 

•• ------------.---~:_~-~---:-•••• -.---.-•• -.-..... --........ iIIo .. ···--·' .. ·~i ... ····'··· 

8 •. ' DOMESTIC: ; _,"""., sfl'lgL4r '. Overhead ,\~ , ; '\. ',',\ • I~l 

9. "'. . "". .". ,', Underground " "! ' . .' \' .. / •• !66·.49 .... ·· ! ).:,u/ .. : 

'0. Multfple ":··'IV:"" '56~,77) u" ,"'''j~' ,}("\ {'('" ~I! ' .. 

" .. 
12. 
'3. 
14~ 

,s. 
16. 

'7 .. 
'8., 
'9 .. , 
20. 
21. 
22. 
23. 

24. 
25. 
26. 
27. 

23..' 
. ,29. 

LSMP::,' 

., 

AGRICULTURE: 

t· \ ',~' " ' 

GS-'·, Sf I'Ig Le Phose-,. -I'. ',.' 

Thr" Ph ale 
Average GS·1 

TC·' 
GS·' GroupAverage 

CS·2-- secondary 
PMlNlry 

Averag.,.. GS~2 

TOU-GS .' Secondary 
PrilNlry 

.' ( " 

. - , Average TOU·GS 
. GS-2 Group.Average'· 

Secondary 
PrflNlry 

, A .... ragePA-2 
'. , , 

. TOU-PA· secondary 
-".,,,,, PrilNlry 

,,'; ",',. ·A .... rage POU-PA 

r',' I,f, 

. . '~.' ... ':PA-2Group:Average '> .. ' ,'N.,',:'. 

... 123: .. '0-.~:,:~ 1".-- :.",.," 

139.33 
127.81 
64.99 i •• 

'26.69 

923.34.- . ~." ... ; ~,.": 

602.'0", ,. 
922.39 .-'i ." I" 

95S.44. , "' .. j • ." 

'-':, .. 634.19.,.,_, .... ,,' .. , 
940.22 
922.42,. 

462.90 
967.30,_, 
606.02 

.: 964.21-." ',' .~ ! '.) 

999.72 

638.44 '.j"\, ., •.•• ,. 

998 •. 42'1"" .. " , ~" " I, ~, ,. , ~ ,- .. 

. ... 986.83 : .. ,_." '., _.\, -.... ,.!'Ieo., 

30., 
:,,31_ .. 

32. Agriculture Average 536.28 

33. INDUSTRIA~: Secondary 3,.2'7.09 
34. Primary 2',986.87 
3S •. SUbtral'lllll;'u{,on - ,. '. -'. " 3 r 036.89 

Cal Exhibit "3~ Joint Exhibft on HorginaL Costs, updated to re'flect adopted· 
resuLt& o'f operatfona. 

Cb] Exhibit "3 re'ferences Average GS·' 'for General Service· Small value, while 
thi& table re'ferenctll GS·' Croup· Average, which includes Te·,. 

... 'r' 

, ,.'" I' "\,~ 

"".'" 

,. ~ ;' I' , 

,'"" 

',: >t •• 04 

," .. ... 

."(' 

., \ ~. 

• 

• 

• 
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: > ~PPEND IX , 

SOUTHERN' 'CALtFORN'IA nrsON COMPANY 
,: 'TestYoar' 1992 
ADOPT~ MARGt NA~' ENERC'fCOSTS ' 

. . ' 
• '" ,"<#.J;' ~ , i. 'Page:': ,of 5 

~-... ---....... ~--~.--~.~-~.~;-~ ... --~.-.~ ... -.~-~.~.~ ... ~--.. ~.-~ ....••••...• --.... -...... -......... --... . 
I.;M 
NO. 

.: De&er'iptfon ,,~'," 

On-Peak 

SUMMER WIN T E R 

Mid-Peak Off-Peak" '.'.' 
"", ,_" •. _, ." ,.,,'" -, 0"·'" • -... --... --... --...... ---... --... ' .... -.. -.... ~.--....... -.......... -.....••••........•••.........•••....... 

1. Il'ICl'elllef'ltal EMr'GY Rate (Btu/kWh) 
2. Fuel pr'iee(S/MMBtu) .' . 

, . 
3. Mar'giNil Fuer~CO.t CS/kWh) 
4. Variable O&M"(S/kWh) 

5. GeMr'atfon~~evel Mar'Q1l'111l EMr'GY Coat (S/kWh) 

14.199 8,.784 7.159 
3.35"";'" "3.3F: "'3.35' 

" .. ,,' 

O~048··" O~029'" ';. 0;024;' 
. " , 0 .003" ~ '!', 0':003",; -0 ~003\: 

:, .. : .... ~ .--: 

0.051 

10,516 8,431 
3.35 3.35 

0.035 0_028 
0.003 0.003 

0.038 0.031 

-------_ ... -_._.---_.-_ ... --_ ........ -_._ .. -... --_ .... -.~---.. -.--.. ----.. --••.........• ~.-.--.....••...... 

I.ine 1. Exhibit 113. Joint Testimony on Marginal Coati. 
l.iM 2. Fuel price to I» adopted in ECAe pr'oeeedfng~ adopted for thia GRC cycte:- $3.35 per Mlr48tu II used 

here'for:HLu.tr'8tivepul"pOleonty~ ". "," ',,,,, ,".: 

l.iM 3. (I.1M 1 X I.IM 2) / 1~000.000;' ;"" ... , . 
I.IM 4. Exh1b1t":S; Adopted'fOr' thf'I1'GRC'ieyeLe.;'" "'; .,,' ,,'~ 
I.1M 5. (l.1ne 3. Line 4)' '.:'''' ,~ 
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" ,APPENDIX F 

~,," t', ,~ , ' ... 

" ,.,') 

. SOUTHERNCAI.UORNIA.,EDISON COMPANY 
T"1: .,.a,. '992 

ADOPTED MARCINAI.,CUSTOME~·COSTS FOR STREET I.ICHTS 

••••••••••••••••••••••••••••••••••••• ~._. ____ • ___ w ••• _ • ___ a •••••••••• 

I.ine 

No. c ," 

,I W !: .. ' 

."·'·'f1 :; 

. • • , * • " . , •. ' ~ 

MarginaL· Cu.tome,. Cost 

for Str,e,et,1. f,g~.~" Cel 

', •. S/Heter/Year •.• _ .S/1.8II1)rr'ear: •.• , . " ...•. 
___________ ••• w •••••••••••••••• ___ ••••••••••• • _____ •••••••• _ •• ___ •••• 

" .. 
I, " ' ~ T I • 

, _ ,I.S·3 Pr;lIIIIry (Seri .. ), 

2. I.S·3 secondary (MuLtfpLe) 

3. I.S-' 
4 •. ::·1.$·2 Pri.mery (Serf •• ),~ 
5 •. ;.;I.S·2 Secondary (Ml.IltipLe) 

6 •. 01.-' 
'T. OWI.-A 
8,,':. DWL-B 

9. OWI.·C 

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

591.52 
93.18 

3.64 
,;~''':~', .. : '. "!.'r:.:5~',~,~ .:I..Ir"lI~·~,:,*1 

':f'fIJ.,,\~a.8?,C. " .. ~dnf"",'\'/ 
3.64 
3.64 

.. 
. Page .. 4 .01 5 

, '. ''II.'';'" I" :,'/,~ 

• 
,)"'; .: 

. ~. 

~ ( "1 f , n' • ',\ " 
, . , 

/{' . I" ." \ IL';:" "M"""""""".1 ": .. l~') i", '~'II.' ": ;;"1 "~'~Jt'~ti ")4,'( 

Cal Exhibit "'T. Joint ExhibIt 01'1 MarglnaL,Street,l.fght,Colta, ,updated ... , : 

to I'~ leet adopted I'''U l tIL of opel'atf 0l\Il. •.. '. .:.; ""'. .', ~ '),,":' ,:: .r" 

Cbl C05t shown aa zero be<:eurut thll Ichedl.lLe h; 1'\0. longer. offered • ~ , . 
, ", '" I,,,' ',. 

to new customer •• 

• 



.!1 

• 

• 

• 

• 

A.90-1Z-018 et a~. ALJ/J.. • 
CACO/ppm/a 

-!oPPENDIX F 

SOUTHERN CALIFORNIA EDISON COMPANY 
Test Year 1992 

Page 5 of 5 

ADOPTED MARGINAL STREET LIGHT COSTS 
FOR HIGH PRESSURE SODIUM VAPOR (HPSV) 

•...•...••..• -_ ....... -....... -_ .•...•• -_ ...... -_ ... --.........••.......••.......••••.................... 
Marginal Street Light Coata for HPSV Cel .. --.. -.. ~.--.. --.. ~--.. -.... -.--.. -.... -.-... -... --........... 

Line Description Luninaire Size (Ll.IIIens) 

No. 
-_.-_ ... -_ ... -... ---.. _ ... __ ......... ---_ .. -.••........••...... 

4000 5800 9500 1600 22000 27500 50000 
---_ .... -.. -_ ..... _ .....•• -......••.... --_.-_ .......... ~--...... --.... -..... -.... -.•••...... -... --.... -.. 

,. CUI cos,TS: 

2. Customer--Owned -• 
3. • -Unmetered ser-vice. S/Lamp/Month: 
4. Other repei,. coat -
S. at Secondary 0.08 0.08 0.08 0.08 o.oa 0.08 0.08 

6. at Pril'l\lllry 0.15 0.15 0.15 0.15 0.15 0.15 0.15 

1. ~ replacement 0.35 0.35 0.35 0.35 0.35 0.35 0'.35 

8. --Metered ser-vice. S/Meter/Month: 
9. Other repair cost -

10. at Secondary 0.14 0.14 0.14 0.14 0.14 0.1_ 0.14 

12. at Prilllllry 5.46 5.46 5.46 5.46 5.46 5.46 5.46 

13. Lamp rep~acement 0.35 0.35 0.35 0.35 0.35 0.35· 0.35· 

14. Edison-Owned. S/Lamp/Month. 
15. Lamp. replac~t 0.35 0.35 0.35 0.35 0.35 0.35 0.35 

16. Night patro~ & Other Repair 0.39 0.39 0.39 0.39 0.39 0.39 0.39 

'1. INVESTMENT COSTS: 

18. Customer-Owned·-· 
19. --Unmetered .~r-vice. S/Lamp/Month: 
20. at Secondary 0.52 0.52 0.52 0.52 0.52 0.52 0.52 

2'1. at Prilllllry 3.26 3.26 3.26 3.26 3.26 3.26 3.26 

22. --Metered aer-vice. S/Meter/Month: 
23. at Secondary 14.81 74.81 14.a1 74.81 14.a1 14.81 74.S1 

24. at Prilllllry 0.00 0.00 0.00 0.00 0.00 0.00 0.00 

Z5. Edlaon-OI'Iwed. S/L~/Honth: 
26. at Secondary 3.94 3.96 4.26 4.25 4.58 4.5a 4.72 

•• ~ __ • ___ •• ___ •• __ .~ ___ • ____ w ___ ••• __ •• __ ••• __ •• ____ ·_--•• --•• ---•••••••• --•••••••• ----••••••• --- •••.••••• 

tal Exhibit 1'7. Joint Exhibit on Marginal Street Light Costa, updated to reflect adopted results of 

operations • 

(END OF APPENDIX F) 
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. Inputs: 

APPENDIX G 
PaqecJ..~:', '. 

I' " 

, ,~ • I • 

DERIVATION OF INCENTIVE PAYMENT FORMULA 

111 
>, .' 

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

~:: I'. , 

, , 

1,'"\ • . -.. ',~ 

'. " '. ~ . I,' • 

\ ' ~)' ~ '-' 
. ' ... ", .... '.~ . 

.-, • ~ ~. '. '1/ 

.• ',·f \,;'¥ 

~ \.'HNOJ.i---------,,-,.-.. -. -, . . -.. -r;. '-,-.. : :-: ;","~ :'.'" .:~, 
ul 0 
\,I -.. 

-~ -

.. 

I 
r"'<:fPA.~ ':''''','''- . ";,::'::):':::"; ................ , ............ ,. ...... -.... ", '" : 

. 
. , • • 'J ~ • . 

I .' '. " • .,~ 

100 ""'f; 

f', 
I' " •. -', 

\. ,,",,' ,: .. , :,1 r"'1 '1",/.~ " '", ,~ ,.... ,," ' .. 

M:tN% 
MAn 
BAND% 
ZINT% 
TRB 
UAC 
OlC 
PC 

'",' 

... /':.21 
Minimum incentive rate (%) 
MaXimum incentive rate (%) 
Bandwidth of variabJ:erate :.('%')t 
Zero intercept for incentive (%) 
Total resource benefits ($ million). 
Utility administrative. cost ($.:million) 
Utility incentive cost ($ million) 
Participant cost ($. million) ,-, 

',' 

.' 

~ .;-,.1' .... t,'" ,-:' 
.'~ '-" -.J •• ,.. ~ 

.' , . " 
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Internal variables: 

APPENDIX'G 
Page 2 

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

" . "'. :," "'I.::, .. ,f, '" 

MINR 1:11 MIN%/lOO 
MAXR - MAX%/lOO 
DEL - MAXR - MINR 

r I ,"', ·""'~·"r .• ,"' • ,.-, 
," '-,~ '+ ., " , • :. ~ ': "'" 

',I 
PTA - 100 - 0.5 * BAND% 
PTB - 100 ... 0.5 * BANO* 
IS - (TRB -UAC - UIC - PC) - incentIve" 'basis 

~.' 

Calculated quantities: 

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

, ,'~ . 

INCPAR Incentive value at 100% of forecast savings C*) 
Kl'- Integration ,. constant"·,-·· .... ,;," " , ',< 

K2 Inteqration:eonstant' 
R3 Integration constant 
K4 Integration constant 

Nomenclature:· 
RATEi - Incentive rate in region i 
INCi - Incentive value in region,i 
SAV - Savings (% ot forecast) , ' 
Region 1: 0 to P'l'A 
Region 2= PTA to 100 
Region 3: 100 to PTB 
Region 4: PTB and upward 

Equations for incentive rates: 

RATEl - MINR. 

.. ' 

RATE2 • MINR + DEL * (SAV - PTA) / (100 - PTA). 

RME3 -_MAXR .. DEL * (SAV - 100)/ (PTB - 100). _. -. ,.. ,- ._." , .. ". ,. _. , .. - '.' .... _., .. , -.. .... ....... ,.". ~.-.. " ,-, .. 

RAtE4 - MINR. .' , .. -.... ~ , 

': -". /. 

'.,"' 

- .'". 

, ' 
.' 

"' 
'., 

,.' 

., 

( 1) 

(2) 

(3) 

(4) 

Equations for incentive values, integrated from rate equations: 

INCl a JRATE1, such that INC1(ZINT%) • o. 

INCl =JMINR • Kl ... MINR * SAV, 
,', ~ ." i.i~:i .. -:· "~'" ; ..... :·,-":·.~~r~~'- "'!I'~':'-;.":~:'.y; 

; ',>::: I- ... ,: ",\.'" :'1· .... ~,::. "'.": ,:. I ·,": ....... :~:;I ...... ~c 
ana. Kl 1m - MINR *' ·ZINT~., .... , ,,' ,:': ;':'., .,."·;:':I,~:': .. : 

;',"! ..... 1_, ',r" __ 

~ ....... ,."' .of.. t., ,0 

INC2 -J RATE~~. " s~~~":~a~~ ::iN~ (~~)~~~;~:'>~~:(f;/~'::~ 
• \,... ,>,",J ,~' '."" _ ••• _' • , _J , .. ' ~. '" .' ,'" .'~ •• .1 _: 

....... ,. ~ ..... .. 
v ~ ,' ... ;.. !.:~ 

'. . ".~ 
' .. A I .... 

_' .1. '..J' 

(5) 

. '. ,', ·"-',,(6,) 
... ",.' I., •• 

( 8.) 

• 

• 

INC2 - /CMINR ... DEL * (SAV~' "~A)'}(ioo'- ::~~\-J:~ (9) • 
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APPENDIX G 
-' .. - .~ . ':~ ~:'~\:pa'ge':~~: ;; ',: , -, ',:' .:'.'.' .' ,~'. :~: -:\~::::.G,:: ~,~:,;::.~ 

INC2 - K2 + (MIN, - DEL'ltPTAI.(lOO .. ,-PTA) )~.~AV,. 

+ 0.5 * DEL/C100 - PTA) * SAV * SAV, 
.,',.10. 

and K2 - 1<1 + 0.-5, .. * DELI (100 - PTA) 'It PTA * PTA. 
-

"", ;:'I:~:, ~ ; 
INC3 -~RATE3, sueh that I~~(100) .. INC2(100). 

INC3 -JCMAXR - DEL * (SAV - iO~)/(PTB - 100)J., 

INC3 

INCPAR" INCZ (100), in ,units o·f,',:C.%). 

, '.' '.,., ' 

"'- I 

./.: . .,', . i.:, 

(10) :: 
.' 

(11) ~-

(13) , 

(14)-

( 15':: 

• INCPAR - K2 + (MINR - DEL * PTA/(lOO - PTA» * 100 

+-O'~'5 'It ,DELI (100 -' PTAY.','IIt~,'l'OO.' 'It- 100~, 
, . ,,',. 

. (:L6) 
I' .. ,., ' 

and 10 • INCPAR - MAXR 'It 100'!" ' 
., .' ~ . " 

- 0.5 * DELI ePTB - :100) 'It' 100 * 10,O~~,,' (17)' 
• w', .. 

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

INC4 -JMINR. 1<4. '~ MI~' 'It SAV:,';::.·' :: .. :,. :; (19)',' 

and K4 - Z 'It' INCPA'R' - Xl -:MINR 'It 'PTA - MINR' *;'; :PTS.; (20) 
. ." I , ," ", . I 'q .,: •. ~~ : ' ' 

Incentive -($- million). -IB:';'It·INCi·,in "each·of, .. ;four .. ".reqions:~, ,(.21):~ 

Adjust ,inputs- (e.q_"MAX%.), until,ineentiv:e at SAV .. 100% 
matehes the target incentive ,value. 

i ,. \, ., ,.··.1 i£ " ~ • ,"""' ". " , • 

L' ',."f".. ,'."" _" ,,', 

, • +. 
, + .,If ~ '.~ './ ',' ,~"",~,.,,,,, "" ".: • ~ ... ,.:.':- r .)'!" ;': 

- I." •• :' .• ,"'.' ","!: II' ,f .... - 1 "",'.,',. ' •• ' ,' •.• , •• " ..... "'tr·;'~i..., h' ,:-. :.\ i .':' '.:,".",'''.;,f;< ,. ..... ~ 

• .'··..-...-. ... ·_,..;4.,IA~~ ................. ·f,...,.M·~ .......... ,o·.' .. _'_r'._ .. b"" ............ ~ ....... ____ ' ___ Ml~'~"""""'''. __ ''''\ III' ....... r • .-, ............. 
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;'!:I'I""'i'i'I'!i"!r!'I'ili';""""""""""",·",,,,···,,··!,·,;·,,!,,,''''''',''''''''''I''''''''''""1""'"'''''''''''''''''''''''''''''''111'''''''''""""""""""""""'11'11'1'1"1111111'11""1",'11'1"11'11""'.'" :i"::!i!iiii!U!!;:i!i::!!i;i!inSXD~IAL[lI~P,r,;IANO El'iF,;CCX!ENCl': I' NCE :tVES 1 'i'il", " iii!!" I 'i"'!;"dij'il l' """"""""""""""""""""""""""""""., .... , .. ""1"""."",.,,.,.,'.'.'."',.,.,,'11, .. ",,,,,,, ... ,,,,,,,,,,.,,,,,,, .. ,,I,il,;, ... , ... ,.,~,.'P.,.,.".,.III,!'"dl,1 illl,I,lIiI.\I.l!itdl'Ii,I.Jli 

, ,. 

IB 
(%) 

; , 

., 'rr, ,. ':' " 

100% OF GOAL 
" -, , r " " , " 

" .' , ., 

~~ 2.000 
" 

.", ." '.,'-.,-" ".'., . , I"" ... ., .• .,\ .... ,,,,', 

r=;;: , .500 

~ : e, 
.... . \ . ,'\ ." 

! 1.000 

, " 
T'I' _', 

~ ., '>-~ "~ 

", 
:~~':</,.:<: ~ . " .... ~~ 

' •. ' •• ' ~ ... ,I 

(0.500) 

:IIB (actual) liB (fOreca&t)j' 
''- .. 

~,~ t; ,-" :': >: :; ~ -.' ,.' \ 

" I. ,. \., ~.~ . 
'" :'»: ::": .. ,' .. .' .", 

Ineent:i.ve IB Ineentive IB Ineentive " 'IE Ineent:i.ve 
(m:i.llion) (%) (million). ., (%) .' .(rnillio~) l%) (million) 

... ,", j , '. ~., ~ .. \' : . 

0 ($0.2.7.) 55 $0.03 110 $1.30 165 $1.81 
5 ($0 :24) 60 $O'~ OS' lIS $l"44 

.. 
l70 $l.83 

lO ($0.21) 65 $0.08 120 $l.54 l75 Sl.SG 
l5 (SO.19) 70 $0.11 .. 125 . $l .• ,59 

~ • '~I , 
180 $l,.89 

20 (SO.16) 75 $0~13 130" $1'~'o2 ' " .... ,', IeS $'J;':91 
25 (SO.13) eo $0.18 135 $1.65 l'90 $1.94 
30 (SO.l1) 85 $0.28 \' ;',; : ' l40 $.1.,67 . , ... '195- $1,.97 
35 (SO.08) 90 SO.43 l45"' $l.70 ;'~ .. ! 200 $:l:"~'99 , 
40 (SO.05) 95 :'~~::~ , 

... l50, .. ' $1 • .73. . . 
45 ($0.03) 10'0 1$5' $'l. 75~ ".r":. .:;, ~': ',"", 

50 $0.00 105 $1.10 160 $.1.78 

r.--------.. '.' -----."'." .. --"---...,--,,,.".' -"""'1'1 :: ... -"~:)~;;,".~)/\ ". ,', '(rn:i.J;lion$):.):·:-~:.:~'.:~; 
TOTAL RESOURCE BENEFIT (TRB) 
TJ'I'ILI'I'Y ADMINISTRATION COST (UAC) 
OTILI'I'Y INCENTIVE COST (UIC) 
PARTICIPANT COST (PC) 
TARGET INCENTIVE 
TOTAL EFFECTIVE INCENTIVE t 

$l2.37 
$3.88 
$4.27 
$5.65 
$0.86 
24.45% 

• 

• 

• 
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,..._ ... ·;;.;,· .. ~ ______________________________ ..... v" 

"!I'!lI"!':'1:!'i!iI'I"I'I'I'!III"I'I!II"""""""",."",,'·"'·""I"·illl'·"""'·".'·"'··"·'II"·'''''''''''''1''''''''''''''''''''''.1''''''''''''''''''''""""""""""'I'I'II!'ilil"'I'q!lII'lJltll!tilitllll'1'111''1'" 
"'iiil iiPii!l!!l!iil.'[ !.1.liI!tll,l'l ICOKMERC~'I':S:NE:aG):illliltr,F.:tCXENQC III~~S' I 1"IJi'IIi! III'" I' .11')·iilll' : 1'111 11 "1", •• ,,"',.,, ..... ,,1, ,I,. ".,,,,,. I, ",'. , ... , ...•.... ,',' •.• ' .. ,'.'. ,'11 .•... , .. · ..• ·.·.,.",.1. , ...... , .. " ... ""i •• ' •.••• ,.'.,.I.". ""i"'i,.,.,., •• ,I .. , ... ;, ... , .. " .. I.I,I/ ill ,.11,11, I/".j ,I, 111'1\1/ ii, 

... 

IB 
(%) 

,....--------\-... -,-. --1-0-00-Yo-O--F .... G-O-A-L------...... , 

4.000 

3.500' rr 3.000 
1 2.500 

",~ ~~ 

-~ 2.000 
~ 1.500 j. 

I~ 1.000 

I ~ 0.500 
I ~ 

" ",,', ~ '. 
1,'- ... ·- '. 

.. ~ C~.} J 

',' 

, . -

,~ i~~:~~,I: '~'.', 
• : '~J 

{""("j'" #' I \' 

' .... ' .. -- ~,./ : ~;; 

~5.. 0.000, ~~. 
(0.500) ~~. ~ ~., ~"g-;'g"-~"'~ .~. ~ 'i::>~: ,. ..... ...-. -- "-" ,..,. - ..-

\\J • """ 

(' .000) 

.-

Incen1:ivQ IB Incentive, IS .. :.' Incentive i IS ',: ,::,;~InCQntivQ 
(million) (t) (million) (%). : .. (million) ,(%) ~,~ (million) 

. __ ..... ~ '.,'-0 _ -j ." .... 

0 
5 

10 
15 
20 
2S 
30 
3S 
40 
45 
So 

($0.50) 55 $0·.05 ',110 $2.46 165 
(SO .45) 60 $0.10 .1.15 S2.74 '.' .170 
($0.40) 65 $0.15 120 $2.92 .. 17S 
(S'O .35) 70 '$0.20 125 $3.02 .. .l80 
($.0.30) 75 $0·.25 .' ·130 $3.07 ,": .1'85 
(SO .2S) 80 SO,.35- ' ~ ,13.5 $3.12 , ,1:90 
($0.20 ) 8S $0:.53 '- ·1~0 $3.17 .', .. J:9'5 
($0.15) ~O $0.81 .:: ·14$ $3.22 ' . ,2:00 
($0.10) ~S :Sl.18 . ·150 $3.27 •••• j 

($0.05) 10:0 $1.63 ;, ·];55 $3.32 ,,, " .. ..... ' 

$0.00. lOS $2.09 '160 $3.37 ,', ., 

(millions) 
'I'O'I'ALRESOORCE BENEFIT (TRB) .' '.:' .. ';:'$169.;7~<: .,. 
OTIL'I'l"Y ADMINISTRATION COST ('OAC)'··)' .. ' . "" ',:,'. $4'.2'9': '. 
OTtLI'l"Y INCENTIVE COST (UIC) : :," : .. ':'::: '.~~< ~$11'.J;4': '. 
P.i\R'1'ICIPAN'I' COST (PC) > .. ' ';'.~' $2l ;9-7:.~" 
TARGE'I'INCEN'I'IW'·.,.,,:::$J; . ..:63.'.' 
TOT;.L'EFFEeI'IVE INCENTIVE % ." '·""1 ;lOt, 
~ ____ ~ ________________________ ~ ____ ~.M 

, $3.42 
$3.47 
$3.52 ... 
$3.57 

.,$3.62 
'$3.67 

" ,$3.72 
",$3.77 

" . ' 
" 

..-

... -..... ,"',.,......01-..... "., ... ,,_.,_ ......... _, •• 
.... ____ ...... iiiiIiioi ...... _______________________ ~ •• 
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.' I, t ••• 

, 
'~ 

"""'I"h'!l"""':t"'P'I""I'IJ"q'I"""""""'""""""""'"'''''1''''''''''''''''''''''''1'''''''''''""""""""""""""'11'1"""""""""'"""""""1""1'11'1'111'1",'1'''1'''''1''1''1'11''''111"""'1'" • 1:ji:i':'il'!iiiHi!IUiii!iil!'i'!I' !Hii!,IN.O'OS~:,IENEaGlill'lt:s: .. :tCXENC~ 1 :t~:r::Nrr:cvElSll'lll j"'[,1 1,,',111111111,',1 "'II liP ,iP:!I[iI .,.1',1", """""""",,1,1, ',11"11""" ... """"",.""",,,,,,,,,, ... ,,,,,,,,"".""","', Id".""/~'r!",I"""."""",.",,I'I' ",r:-::,~""",I""", .. """""I, I 1,1 " II 1 ,,1 1111,1 ,,1,11111,1 

IS 
(II;) 

0 
5 

10 
,15 
20 
25 
30 

':35 
40 
45 
50 

1.200 

r::=: 1.000 
§ 
~ 0.800 
e 

Incentive 
, (million) 

($0.14) 
($0.13) 
($0.11) 
(SO.lO) 
($0 .O~l) 
(SO.07) 
'(SO.06) 
($0 .04) 
($0.03) 
(SO.Ol) 
$0.00 

IS 
(~) 

5S 
6'0 
6'5 
70 
75 
80 
85 
90 
95 

,100 
lOS 

\ ' 

Incentive IS 
(million) (t) : 

$0.01 ' ,ll:0 
$0.03 XI;S 
$0.04 ' , 1:2:0 
SO.06 ,:,. ,1:2:5 
$0.07 ,', ,1'30 
$0'.10 . ,l'3'S 
$.0'.15 :, ,! ,1'4;0 

,:'$0.23 ,14,5 
\$0.34 .150 
$0.47 , ,1505 
$0.60 160 

TOTAL'RESOURCE BENEFIT ('I'M) " 
O'I'ILIn" ADMINISI'RATION COST, (UAC) ';' , 
O'I'It.ln" , INCENTIVE COST (trIC)", " 
PARTICIPAN'I' COST (PC) 
'l'AAGE'l': INCENTIVE 
TO'I'AI..EFFECTIVE INCENTIVE II; 

Incentivo 
(million.) 

$0.70 
$0.78 
$0.83 
$0.86 
$0.88 
$0.89 
$0.91 
$,0.92 
$.0.93 
,$0,.95 
$0.96 

.~. I • " 

'.' ',1") •• ' 

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

, 
",(\;".1 ." 
\w v' ... , 

" G'~::; .,. '.::1.,: 

, ..... , 

.... ~ -'c···· .. 

',IB , ,Inconti vo 
(%) ". : ~~ (million) 

'" - '155 -"·"-$0-.'9'8-" 
'i70 $0.99 

175 $1.01 , 
,18'0 .. , $1.02 

-, , ' 
·108,5 ,$1.03 

' .. '1:90 ,,$1.05 
,', ,:. ':I;.9'S ',$1.06 
"'" .... 

,~O'O ',$1.08 
, .. . ', .. 

c '\. (t ••• , ' , 
'.1,1, ,"r: 

0, , 
" " 

, , 

" 0< 
.,~ ~. 

' ... --......... , ... -"'\II~ ..... ,-~, 

• 

• 
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,~, I \ 

':1:::l":".':!1.:":.:'!!'!""!I"""'111""''''''''""""""'1""'''''''1''''''11111''''''''''':''1'''''''.'\II""""""""":"""""""""!II"""""""""'."""''''''''''''''.\\1\1\11\111111'1111''1'1'l'lil"'I'I"'\II'I"'1 ::::;:iliii:n:iiiii!i;!i:!ililiHii:;i!:AGIaCOL.".t'01tAtiI",EN.E:RG'!i IIEEvXC!IiltN,.....,.II'r:tN~~~S, ,lill\'II,1 hlll:l!lJliJ ,!\;!I! ""'id"",,!,,,,,.,,, '"'1 .. ".,1",',.,., ........ ,,,.,',01,,",,"',',.,',','''' /I"",.,.,.,."""",., ,."""~I,,,.,.,"',',"',"~~ I "", .. ,~~~1~"""1,.",.,, b,i Id'll:, 1,1"1 ill ".II' Ii did 

IS 
(%) 

0.400 

0.350 

r:r 0.300 

1 0.250 I--

'. '.'.,; 'OO%OFGOAL 

,,". A~ 

~ 0.200 

~ 0.150 2 
0.050 . \ 

" -"\ ':', 
'< 

", ',' d" 
1- ..... ,->,_ 

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

.1- (. "'. "" ....... 
' .... · .. ·l •• I.; ~ 

0.'00 

0.000 ' " 

(O.OSO)'C~··~~ ,S '.~"~g~_~" ~'-.~:'5?'S'-~C'~,'.; ~ ~ . ..;; 1,..- ,'_ .- ..... :"- .-
. ',. ' .. 

(O.100) 

,", liB (actual)"IB,(foreeast)1 

'1"1 ... •. " 
""""-, .. '/ 

,'-

Ineen1:iwi IB IncenUve 
(million) C%) (million) 

IE ' 
Ct) 

Ineen1:ive 
(million) 

IB, ",,' 'Inc(lr ... iv~ 
~%.)' . :,.' (million) 

•• -. --,.,._"-..-_ 'OJ_·,. ...... _ 
- .... ,._ •• ~ M 

0 (.$0.05) 55 $0.01 no $0 • .25 165 
' . .170 

.. 
5 (.$0.05) 60 $0.01 . ·ll5 $0.28 

lO ($0.04) "65 $0.02 . :: . 120 SO.30 17S 
.15 ($0.04.) '70 '$0.02 ·12S '''. ,180 

'.~ . $0.31 
20 ($0.03) 75 $0.03 ' ,130 SO.31 . " '. 18S 
25 (SO.03) 80 '$0.04. 135 SO.32 ,. 190 . , 

30 ($0.02) 85 $O.OS .... 140 '$0.32 -19S 
" .::., (:,200 3S ($0.02) "90 '$0.08 . , , 14.5 $0.33 

.. ', 
, .~J 

4.0 (SO.Ol) 9S $0.12 lS0 $0.33 
r'.' I i' :", 45 ($0.01) '1.00 . $0.17 ~ , ' 155 S:0~34. 

" 
SO' . $0·.00 ·lOS $0.2l 160 $0.34 

~------------------------------~~~~. (millions) 
TO'I'AL. RESOORCE BENEFIT (TRB) 
tnILIT"l ADMINISTRATION COST (tl'Ae)' 
t1TlLITl INCENTIVE COST (TJIC) , )" '., 
PARTICIPANT COST (PC) 
TARGET INCENrIVE 
TOTAL EFFECTIVE INCENTIVE % 

';':,$7 •. 07,." 
, " . " ,,$0·.40:, 

. , , y,~ \$1.18." . 
':":,,~, ":'-:_',.'~ :$1 . .;0'0:. 

"';::" ;:,;: $0: •. l7;-
",' ,~, '''.... 3, .0,0·' ; 

·····SO~·3'S·· 

$0.36 
$0.36 
$0.37 

... $0.37 
" $0.38 

. " .. ' SO.38 
$0.39 

, . 

. . 
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.. . ' -

IB 
(t) 

- .. ' 

0 
5 

10 
15-
20 

, 25 
30 
35 
40 
45 
5.0 

3.000 I" 

~ 2;500 ~. 

~ ~ 2.000 ~ -11.500 

~ 1.000 

~ 0.500 

". J~ 

',; 
\' 

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

' . . , c\:~ "'~) ". 
.,". 

'" "...,. .'" 't:· 
I ,I,,, .• ~I 

" 
D':~0,: "I' 

;t ., -.- - , ", 
La. 0.000 ~ 2' 

" .... '-',.,.,.1 _1_" "/. 
~"""'.l . ~ ." "p 

'<:> ~ 

(0.500) 

" liB (actual).! IB (Ioracaat)i 

Ineen~1ve IB Ineen~1ve IB 
(million) It) (million) , ttl, " 

($0.38) S5 $0.04 
($0.35) 60 SO.08 
($0.31) 65 $0.12 -"', 

($0.Z7) 70 ,$0.15 " , 

':($0.23) 75 $0.19 
($0.19) 80 'SO .26 ,", 

($0.15) 85 $0.41 
($0.12) 90 $0.62 .. 

($0.08) 95 $0.90 
d, "''' 

($0.04) 100 $1.25 !" . 
$0.00 105 $1.60 

" 

TOTAL RESOORCE BENEFIT (TRB) 
t1'I'ILITY AJ:)MINISTRATION COST' ,(UAC) , 
UTILITY INCENTIVE COST (VIC) 
PARTICIPANT COST (PC) 
TARGET INCENTIVE 
TOTAL EFFECTIVE INCENTIVE % 

110 
115 
120 
125 
130 
l35 
l,40 
,l45 
150 
155 
1'60 

Ineentive ""IB'" "-Ineen1: 1ve 
'/ (%):'·,.:',':~,~:(milliOn) ,(:million) 

"... ,I.U.. • • , 

$I;aS-' -"--':'---~1~5~"~""$2 ,.·&1-, 
$2.09 170 $2.65 

.. ' 
$2.23 ,'175 ,$2.68 
$2.30 ' "ISO ': :'$2.72 

,$2.34 
- " 

,185 $2.76 , - :~ 

$2 .. 38 " ',190 ','$2.80 
$2.42 

.'" . 
,l95 ::$2.84 , ' .. ~ 

$2.45 ! ." "200 :-;' $2.88 : '-: . (~ ',.. .' 
S2.49 ; :) . ~~' ::: ) , ' 

$2.53 " 

" ' :: \ 

$2.57 " ) -... " , .', 

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

',. (m1l11ons) 
"",$26,.00, 
.,,:$l1:~7J,:, 

", .. :.':',. $0,:0,0:,,;: 
e,' .. , , " $'0 "00' , 

"', •. ..- \ " " ., ... If 

, .• ': ' ',:: ,: '$'1",.:25" " 
.. " ,,,. "S~;"r6t . 

" MO. •• , ••• _ .i 

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

• 

• 

, 

• 
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:.'!'!<I!I'~'t':"'!'''''i'''h<lr''HH'f''~.''I~fh~''(f!:'.f['·"'!"'!fl'![!!"""!'J'''!''.'!'!''J'':I'''''''':>!'"l.;.~I!I:.,'!'t,t,tl!III"toJll.!II!'''''''.I''tl'!II'II'',.,.Io,'l d • I ,t'lj,.I.jl"'",l."".j.!lj."".,.'.t ot t!·!!1"1"1'1"'.'11'" 
::':':I':RESl:O~~ 'NEW: CONSI'fIRttC1''''O~1 !!ENERG'r."IEUXCl:lENC7t: ':rNCE~T't7'I:!S ,"': 'Ii , :;:11:%,',.,.,;.":,." .. , ... ,',./, .. , .... , ..... ,1:1,,, ... ""ill:".,.,., ... ,."i::'/,."."" .. I"':";'i, .• ""ll" .. "",.,."."".,lIi"".".I,.""".",.,:"""" .. ,.,il.I;, ... ,."""""',I",~,;.::::,,,.i!lili(ii';i:iii1:1 

..---------"r-' .. -.. -. --., -,,-.,>-, -1-0-0o-Yo ..... O~F~G~O~A-L--------,· .. " 

3.000 r 

~ 2.500 
~ 1 2.000 -! 1.500 

~ 1.000 

i 0.500 

1i. 0.000 
c~.t") 

(0.500) ... 

j"/'"; I .... 

. ', ",. 

,~ I ~ ," t'" .. ,. .';._" 

(' . .''' " 
,.1,.I\,i. 

s ~ ,~ :~',~ ~.:R ~ ~.'~ - ............ _ .. -............. 
• ~ to< 

" ,;'", 

, . '·'IIB(actual)IIIB.(IOI'8QI5t')1 

IE Inc~nt1ve IS Incent1ve IB Incent1ve ,IB .,::,IncQnt:1.v~ 1 

(t) (million) tt) (m:1.1lion) tt) 
.. , .. , ... ....~-, -.,. -." 

"" . 

0 l$O .36) 5S $0.04 'llO 
5 .($0.33) 60 $0.07 11S 

10 (SO.29) 6S $0.11 120 
150 (SO .25) 70 $0.14 125 
20 ($0.22) 750 SO.18 ' ,130 
25 (SO.18) , 80 SO.25 " 135 
30 ($0.14) , 85 SO.38 " 140 
35 ($0.11) 90 'SO .S8 .J;45 
40 (SO.07) 95 SO.85 150 
45 (SO.04) 1<)0 $1.18 ' .155 
SO $0.00, 105 $1.50 ," 1'60 

'l'O'VJ.RESOtTRCE BENEFIT ('I'RB) 
OTn.I'l"'l 1J:lMINlS'X'AATION COST: (UAC) 
t1TILI'l"'l INCENTIVE COST (tTIC) 
PA'RTICIPAA"'l' COS1' (PC) 
TARGET INCENTIVE 
TOTAL· EFFEeTIVE INCEN'I'!V'E % 

(million) (%) ',.' 

Sl.77 l65 
$1.97 , 170 
$2.10 175 
$2.17 .180 
$2.21 . '. 185 . , 

$2.24 .,190 
$2.28 , .. ,195 
,$2.31 " " . ,2:00 " .. 

·'S2.35 " 
. , 

$2.39 .', .' 
$2.42 ' .' 

(rn11lions.) : 
" '$33.:15,' 

, , .. ,$6.,7',7:' 
.. '. '.$4.3-3--: 

",' . '$12 .• 3~.' 
,', .,,:,;:: $1'.18 n 

~,' ,," .' 6".'52" . , 

(million) 

$2.46 
S2.500 
$2.53 . 
$2.57 

. :: $2.60 
$2.64 
S2.68 
S2.71 

',' 

" 

" 
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n _0", •• _..-..... ~ ..... ~ .... _ .. ___ ~ 

!,! ",',!.:. I" :!!!.',Id "": ,."!,:".,, hT.'. "tll"11'!I'li:I'!'~'!I!:1 ", "',,. 1.,.,.1.':', ':',1.,.,.",·,·,·\,,·.,1,,·,,1:'·1"""01, "1,1" "'II'I''''!,·r.',.!lo!,'d".!.,.,,'.''' II ,. I!I!II'I."",."., .. ""'!llr.'",II,,I·'trnllll'H 

·:·NON';;lUtS:a>EN'l',:rAL:.iNEWiIICONS~C'nONII·IENa.CYfEF,P::r~:I:S:NCY iil'INCEmJ::v:ES:j"":ltP: 
I,.; • I ; , .' , .• ' ~ r I .•. , ' , . " •. I .• ' • ' , ' , ' , .. ' .. i ' • I. .' I I •. I .• 1 II; ;,;", I' , I II,', ' , " ' I'. ' • " I .• , I .• ' , ' .' ; , I'" ,' •. , '. "I'; It j "" I ' , I I ' , . , . I I j, ' till i .• ' i' Ii; , j I, ' I II ,I":"",,, I ' •• ; , •• 11. """.'4'''.'" io' I ' • , i •• ' j, ,I, I' I " I, I I 11 ! I • .1'11, 

IB 
(% ) 

3.000 • 

~ 2.500 • 
;5 
1 2.000 

. -
• ~ 1.500 

/' 

..-.:"'. 

I!~ . 
II~ 0.500 . " 

100% OF GOAL 

,"'. '\.~ ,'I 
'/' .. " ...... 

,.., ," c>! I_ " ~~ : 

~, ~., J~ _ • .., 

~ 1.000 ~ 
"~ -

~~ 0.000' , 
.. c~"~ 'S '~g 'g :~~. ~ -~£""~.' 

(0.500)'~ ~ ~ -- - - --,);:-"> .. 

........ c,.' 

IneQn~1vQ IB IneQn~1vQ IE IneQn~1vQ IE-'- (".lneen~ 1 Viii 

(million) (t) (mill1on) (t) ,(mlll1on) (% )": "·:(m1111on) 
" • i • ' ' .•• f:~ " . 

0 ($0.39) 55 $0.04 110 $1.93-" . '_-.e'·:1;65-·~·-$2·.,68-· .. 
5 

10 
15 
20 
25 
30 
35 
40 
45 
50 

($0.35) 60 $0.08 
(SO.32) .65 SO.12 
($0.28) 70 SO.16 
($0.24) 75 $0.20 
($0 '-20) 80 SO.27 
(SO.16) 8S .$0.42 
~(SO.12) 90 $0.63 
(SO .08) ·95 $0.92 
(SO.04) 100 $1.28 
SO.OO ·105 $1.64 

TOTAL- RESOURCE BENEFIT (TRB) , , ., 
O'X'ILIT.{ ADMINISTRATION COST _~ (UAC )., 
O'X'ILIT.{ INCENTIVE COST (UIC) 
PAATICIPANr COST (PC) 
TARGET INCENTIVE 

115 
120 
125 
130 
135 
140 
145 
_ISO 
ISS 
'160 

TOTAL EFFECTIVE INCENTIVE t ' . 

$2.14 170 
$2.29 175 
$2.36 180 

.$2.40 18S .. 
$2.44 : .190 
$2.48 ~ 195· 
S2.52 

. " 200 
.S2.56 

' ~ .. ~ , " 

"',' 

,J2.60 "'. 
.: ~ .. (; . "\ 

$2.64 "'J 

.... _" 

·(m:l;ll1¢ns·)" 
. '_ .. _ .. S.47 .• 91 

..... ·'_S4.·~07 
.: , . ," "S8:0£J 
.. " $l:S~1X, 

' . .'h:"::· " Sl~28"': : 
..... '4;'0·0%' 

(END OF APPENDIX C) 

$2.72 
... $2.76 
-,. $2.80 

$2.84 
:.,:$2 .88 
'" S2.92 
: S2.95 

, . ,. 

., . 

,-

,i 

• 

• 

• 
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A. 
A&G 
AER 

AF1JOC 

Alamitos 
ALBRR' 

1..:rJ 

APS 

Arco-Watson 

BicEP 
CACD 
CAL 
Cal Energy 
CAL-SIA 
CBOs 

CEC 
CFBF 
CFC 

CLECA 
Coalition 
CO'l'P" 
CPCN 
CTAC 
D. 
Diablo canyon 
DPV2 
ORA 

DSM 
OSM rulemaking 

EAP 

ECAC 
Edison 

, 

APPENDIX" H t. 
Page"~: 

Application ',: ... r'., '~, ~_, _. 

adm'ini'strative':' 'ancl~' qenera'l ,:: , 
Annual Energy : Rate' , ~ ',' : 
allowance 'for ,funds usedfd'llring 
Alamitos Generating:Station ' 

. " 
) ,::,. 

" ',;, 

'" 
',',. 

construction:-" " 

authorized ';level ,of base rate revenues, or margin 
Administrative Law J.udge' -. -. " 
Arizona Public Service "company 
watson Cogeneration ,Company facility at 

ARCO, Petroleum:. Prod\lcts Company 

Big creek Expansion Project ' : 
coItllnission Advisory and, Compliance Division 
Confirmatory Aet:i:onLetter" 
California' Energy ,Company 
california City';"County street Light Association 
East Los AngeXes Community Union, Maravilla 

Foundation" and veterans ino;coxnmunity service 

California Energy Commission:' 
california Farm Bureau Federation 
chlorofluorocarbon' 
California, Large. Energy Consumers Associatioll'. ' 
California ',Energy: Coalition , -.' 

california~reqon~Transmission Project ," 
Certificate of 'Public'Convenience and Necessity 

, ,'CUstomer: Technology :Applications Center 

Decision 
Diablo canyon'N'IlclearPower,Plant 
Devers-Palo, 'verde-transmission line No. 2 

Division 'of Ratepayer Adveeates 
demand sIde: management ,'. ". 
R. ~1"';;08~003' andI~ 91-08-00,2" 

Engineerinq :Assessment-Program 
Enerqy Cost 'Adj:ustment· Clause 
Southern" California 'Edi'son' 'Company 

..... ).' 

.. '..I .', 

, ',1'-

, '"r," ',' 
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EEl 
EPRI 
ER90 

EliW1 

ERr 

FASB 
FEA 

FElP 
FERC 
GRC 
GWh 

HV'DC 

I. 
IB 
IER 
IRC 
J:RS 
IU 
!CRCC 

., 

kW 
kWh 
LAOWP 

MAAC,. 

Mission Energy 
MWe 
MWh '. 

NMRC 

NOI 
NOx 
NRC 

NRDC 

O&M 
Palo Verde 
PBOP 
PC 
PG&E 

APPENOIX:,,:H ,\ 
Page :2." 

Edison Eleetric::lnsti tute 
Electric Power Research Institute 
1990 Electricity Report, " 
Electric Revenue \Adj ustment. Mechanism 

Energy Reliability" Index .' 
Financial Accounting Standards Board 
Federal.,ExecutivQ;Agencies .. ,':' 
funding" evaluation", and implementation principles 
Federal Energy Regulatory.Commission 
general rate ,case 

gigawatt~hours. ','j;:'". '~:: ' .. 

high. vo:ttage' direct-current· 
Investigation.: ,.:: .. 
incentive basis·, ' " 

- '"'' t,.' __ , ' .. , .. ' 

, T"O 

incremental,.)ene:z::w,: ra te·· 
Internal'.Revenue~-Code .": . 
J:nternal '·Reven\?-e •. service· 
Industrial Users .. ' . 

i.. ,.' 

Kern River' Cogeneration' Company 

kilowatts,. "", .. ;;,: :-.~ 

kilowatt~hour " ... ,': 
Los Angeles. .Department.ofWater and Power 
Maj or ~ddit'ions Adj us;tment. Clause 

", . 

Mission Energy ~ ,Company and Mission Group; _ '.. J 

megawatts electric., .. ' 

me9awatt~hours "'~ 

Nuclear~anagement and Resource Council 
Notice of Intent· . '" . , '" ,., .. ,' .".', 

," 

.', . ',' 
nitr.ogen, oxides " ':",", .,' ..... , 
Nuclear· Regulatory. Commission 
Nati,onal Resources Oef~nse/ C~uncil 
operations and· maintenance,:.: .: 

l ~,. , .,1 ,., '.. , •• " .... 

Palo, Verde Nuelear Generati~n Station .' 
post~retirement·benefi t, rO.ther than pensions 

participant: costs ..' ',' ..... ,~:." 
Pacifie, Gas and· .Electric company. 

• 

• 

• 
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PHFU 

PSD 
PU Code 
PWR 
QF 
R. 
RD&D 

r-squared 
ROE 

SCR 
SDG&E 
Section 42 
SoCalGas 
SONGS 
SSP 
Sycamore 
TCF 
TFP 
TI/PV 
TOU 
'TRB 
TRC 
TURN 
UAC 
UIC 
VEBA 
WMBE 

WTF 
Yuma AXis 

APPENDIX H 
Page 3 

property held for future use 
PUblic Staff Division, predecessor to' ORA 
Public Utilities Code 
pressurized water reactor 
qualifying facility 
Rulemaking 
research, development, and demonstration 
a statistical measure of correlation 
return on equity 
selectric catalytic reduction 
San Diego 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 Util~ty Rate Normalization 
utility administrative costs 
utility incentive costs 
voluntary Employee Benefit Association 
Women and Minority Business Enterprises 
water treatment facility 
Yuma Axis Generation Station 
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