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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF‘CALIFORNIA

In the Matter of the Application of
SOUTHERN CALIFORNIA EDISON COMPANY
for Auvthority to Implement its
Proposed Rate Stabilization Plan by
Reducing its Energy Cost Adjustment
Billing Factors, to Reduce its
Annual Energy Rate, and to Maintain
its presently-effective Catalina
Energy Cost Balance Adjustment
Billing Factor. ;
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Application 82-03-04
(Filed March 1, 1982)

John R. Bury, David N. Barry III, Richard K. Durant,
Carol B. Henningson, and James M. Lehrer,
Attorneys at Law, for Southern. Calmfornza Ed;son
Company, applicant.

Brobeck, Phleger & Harrison, by william H. Booth,
Gordon E. Davis, and Richard C. Harper, Attorneys
at Law, for California Manufacturers Association:
Glen J. Sullivan and Allen R. Crown, Attorneys at
Law, for California Farm Bureau Federation;
Robert Spertus, Attorney at Law, for Toward
Utility Rate Normalization; Lisa S. Trankely and
Gregg Wheatland, Attorneys at Law, for California
Energy Commzss;on. and R. M. Loch, T. D. Clarke,
and G. G. Hannah, Attorneys at Law, for Southern
California Gas Company. interested parties.

Thomas P. Corr, Attorney at Law, Raymond A. Charvez,
and Julian E. Ajello, for the Commission staff.

INTERIM OPINION

I. Summarx

By this order we adopt an Energy Cost Adjustmént Clause |
(ECAC) rate of 4.06¢/kWh and an Annual Energy Rate (AER) of .236¢/kWh.
The combined result of our action is an anhualized reduction of
$719.43 million.:




A.82-03-04 ALJ/bw/e]

_ We declme to adopt 2 Rate Stab:.lxzat:.oncP.‘Lan (Plan) p:oposed
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by Southern Calzfor:ma Bd;son Company (Ed;son) .,f How"ever, we set
BCAC bzllzng factors wh:.ch shoujd protect agannst additional” fue1
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cost 1ncreases through the remadnder of the’ year. TomEme e
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We' reinove the fac;l:.t:.es cﬁarge component frofn the AER
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calmlat:.on s:ane E‘dlson S pend:.ng negot.xat:.on w;th Chevron U.S.A.,&Inc. (Chevr

Wi SLLLYD Lamimean wfds g obnmooomar
zndlcates that substantxal changes in the underly:.ng contract w:Lll

v A LoDy mosooomell Npnork sIinuons
be _made. ECAC x:ecovery -after a reasonableness showing is perma.tted
as an alternat:,ve-
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Lastrwe orde: d:.sclosure of certa:.n c:ontz:acts to
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1ntervenor who has demonstxated a, compells.ng“ need for the documents

P W -~ -
- v Tea WO [S U . ot L B ARSI S SN “CI‘L._u.» O M

that outwe:.ghs Bdlson_ s allegat:.ons of ha:m llkely to result from
dzsclosure. T | -
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v bt Tdren Background—. e _
By Apphcatzon Ry 82-03-04* Edi'son” r'equests~‘approval~/ e

of reduced ECAC b:.ll"lng Factors and’ ‘“a “pews ABRLTTIn ‘addiftion,tTIraIl
A.82-03-04" mcludes Edison"s” report on-the’ “reasonabl-eness:’oﬁ ‘el ol

-

and” purchased‘ power expenses Yncurred’in’ Y98l © F:mall*y, ‘Edisom = -7~
proposes :.nplementatlon of” a ‘Rate-Stabilization “Plan” (Plan) , ander! whidh' mnent

~—~ryo

BCAC rate reduct:.ons ‘are’ postponed €0 offset ‘the urpact Of “firturd BCAC! rate“ =e
mc:eases and’ major add:.tn.on's to " EdiSonvs- rate’ base ToD OF “atoqons
* The scheduled rev:.su.on date‘ for ‘AUg2-03-04' A4S May ‘.l:-.-
Because of the’ comple:c {ssues’ raised in this application,” thes v
staff was unable to complete its entire review within the)t::m-e e
allowed. Since Edison's filing indicates that a substantial rate
reduction is appropriate, heanngs weze'l}eld on March 15 - March 17,
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1982, so that reduced :ates may take, effect on the May 3. revxs:.on
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date. Further hezit:mgs wWild be—held »m May;ftoucons:,der Edison's
reasonableness report as well as any other issues ‘thiat were not
fully addressed in the March hearings.
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'I‘he fa.rst phaé”e of tha.s proceed:.pg was” subm:.tted subject
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to .hen rece:.'i:t of br:.efs due March“29 Igeé , f:".d;.son, the staff,
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T A TR T e TIN G T oR RS i negm st e
California Farm- Bureau E‘ed{era,t:.on (Farm Bureau)ﬁ and 'Ibward Ut:.l:.ty
R R “./""" LoNYON d|"'\'_ T .{Pw "\qﬁc ~~ﬂﬂ|r
\Ior'nallzatlon ("‘URN) f:.led br:n.efs. Ed:nson alse’ has £:.led an
e e T I e E¥ o Fe Laenton bt oA~ R s T r,rl- NTETIO N
In..erloc:utory Appeal to the Commxss:.on to overturn two" ev:.dent;ary
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ruizngs Tage by the adm:.n:.strat:.ve Taw’ judge “(ALJY: Last, the s
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Cal fornia Energy Comm:.ss:.on (CEC has tenaered an. out‘.l.:.ne of
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conservation testxmony and ev:.dence that Tt proposes to mtroducef
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Seve:a’ pa:tz.e_.,‘ have filed comments on the CEC'S outl:.ne. T
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In Edmson s last BCAC proceed:.ng, AL 61027, we authorized
STRN Tl Mol bhaos e U sizsononnh woNQOovIOIn
an annual;.zed :.ncrea se of 5545 'n:.ll:.on, for the ‘January-Aprc:\E -2

- . —,...-,-.,-.-,‘ -w-‘-\ AW -n-nt

fo*ecaot per:.od- We x:e‘l.:.ed’ upon ‘Edison™'s pro:ectlon that an” eve o
greater increase of $626 million was necessary. (See Decision” (D )
93895, p. 7; A.61027, ExhuT4L)ZYALE thatt time, Edison predicted an
ECAC; undercollection. even: if the full: amount.of. r.a-te%rel\i‘ef was
granted..,.,l:n Lhe current. applzcatz.onhﬂdz.son est:.mates.,that an.
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ECAC, overcollection., ©£..8103.million, on. an a:;pual:.zed basis, will ~, .
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exist on: May der . This unexpected) overcollect:.og as*,wellc\as a, change
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Wy ust:._fyoan ECAC- decrease. .

N PR Cnu.. _..\,W\.,_\-n
of 5870 JnJ.Ll;on aga:.n onr,an annualxzed basz.s.mAlso_,, dison  _ .. ~.ac
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proposes to decrease: :.t._s fXBR,by, $3-8, m:.ll.:.pn, £o, :eflect ,:.:cs,,test_
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year forecast of fuel expenses ,Diaczn.uues cbarges,,‘,and oil

[P S ) Diw

.nventox:v. carrying; costs, = Thus, the total. :'::a;e_ _glec:r,ea_'se, coulcg_
$874 million..
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In “this phase, we w:."ll addres the followa.ng zssuesﬁ'
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l. Shouid Edmson s‘ PIan 'be adopted' £ stabxri‘ze

2% T ECACTHEndtother radjustment ‘rates: whrough 395527
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2, ~What.ls the aporopr;ate AER,for thertest year?--

3. What are the appropriate ECACAbllllngffaCtOTS
for the forecast period?

' . ' [
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4. ,How should the :évenue~reduct¢onnbe—allocated

‘betweennleelzneﬁand nonleelmne resxdentlalr
rates°
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Dxd“the ALJ properlv o:dez”dmsclosure-of’fuel
przce progectlons anddcont:acts “£o" TURN?-- -
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Should this’ ECAC p:oceedxng encompass the .o
conservatzon zssues raised by CEC?
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" Under establlshed ECACﬁnrocedures Edzson~notes ~Ehaeas e
substantialodecrease:rofr$870omillion is™ posszbmey “As“anValternative
Edison proposés:h PlanawhichOcaIIs*fbk’é“&ecféaée”of’iusﬁ 5250” 0o ans
million.
rate changes: ona customers~ 'bills: Under:the PIan?OauthorLzed
increases:inZall: adjustment”rates “wiIXl? bevoffsetwwhenever~posszbke*9“
withrequal-decreasescin ECAC-rates»so.that the- total rate: reve25*~~5V
charged to.customersiremain unchanged.~«For“éxample?ftheuzmpact-of
entering Edison'sishare. of-the San OnéfrelNucié&riGEnef&SﬂﬁgYéﬁéfidﬁU
voa:Z'(SONGS“z)“into“zate“b&se;"eséimate&“as”&Lfaﬁébindféa”éQGEﬁ?°°9’
$362 miIlion<on.anvannvalizedTbasis; could be -offsetwignba® Jix1 bro
simultaneous ECACTreduction &f $362 millfon, "@iTaos iz ?¢31?‘3L4¢° g

“Edison's:Plan "{s intended to Keap ‘the "Level 'GF° tdtal ek
adjustment rates,i.e. ECAC rates; SONGS 2 5&&ftxon,-oﬁher-off§éf’
proceedings; constant throughol9837 Ageneral irater lncréasL wrll
occur on ‘or: azound’&anuary«I, 983 ‘which ‘will ‘not e offset]

an ECAC decreasger _-Under ‘the Plan; fhe~ECAO*baIanc1ng account\would*;
remain overcollected wuntili~the end” of“iQ& FFLT wRLuTIND “”5*10'5‘99

\
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Edison's main argument in support Of the Plan is that
customers’ want Stable rates ‘for long® beruodsdof tzme~ " Edison
wi tne$q B0 Myers statedn mat_oh ’:‘3 o n X u:’.)l' man ons e onw ot

N TR IIGl and o wol
"...we are extremely concerned about the state
of  mind-of our” customers~and how-confused they
are- abouttall of-the-different” regulntlons-ﬂ“
and to the extent that we could get a firm‘°
numbex.fixed.in- theiyr; mind: forﬁacgnvennpernod
of” tzmer -we.. .h;nk it- would be-very:Lelpful; to
the company as well as to the ratepayer.“
(Tx.; 9o."3924025 " 7 Drvs Lee DInond
: y M \..L.:“L"': S2rO0
Witness Myers also testlfled that although lazge overcollectlons

should accrue in the ECACaccount ifithe Plnn is adopted, the
company-will-not-receive any.cashcflow-benefits since interest
also.will.accrue.on the-ECAC-balance;::Hesfurther.asserted thatzzizus
the company is financially.indifferent:to:prolonged ECACcoverz non b
collectxons or~undercollectxons of~as-much~as,5$250 mxlllon“ BT

~oApart-from; the staff,pall Lntexestedgpartzes:opposedf: 5 ,
EdisgnLs;R;an.ngndusgnLachustqmensazepresentedunygthencnlifo:niaon2
Manufacturers -Association- (CMA),sagricultoral custome:sc:eprésentedi{
by Farm-Bureau,-and -residential customers tepresentednbYHTURN‘bﬁé:zﬁd
un;forle'oppose~Edason s Plan-for rateqstabmlxzatlon.chMA: DRITHOTOD
recognizes.some .advantages to..stable rates:but prefers: an.mmmedlate"f
and £full reductxcnn;n;cuznentkn;ghg:atesngnﬁazmnBureaucmOLnsmc SRl
in calling for the entire $870 million ECACQ:eductionﬁéndjpoints;;c;v
out :hagng;sqn'szlnn:burtsqﬁsummenzseaaonalWnusers'snchaas |
farmcggﬁqndlncgcrcgngfaqndiciqninc customers by .keepingzsummer=zo.orbo
electric rates.artificially high. -TURN contends that:residential:c
customers. axeaagainstghiﬂh‘:Atesnrathe: tham~trollen—coastem"ﬂnr~vnu
fluctuathg.:ates_;ﬂmURN_ma;ntaxns tbat*the-advantages o£~nn¢ DA2% ao

immediate rate decrease outwe;gh the~alleged problem-of £knotuncxngﬁ~
rates. : ¢




A.82-03=04 ALJ/bw/el

-x-.pwy.' v . s
o / -

-y ™~ ey
L WILIT006L IO

. : . -
-, . . . U
— - ¥ 2 : -
- - ! . .t - . L S E v;“‘ La
i

“The” é’&'&‘ﬁiw«:ﬁe‘é’s abstaindd onthi s matter iisaying only.
that apprcval or* d;sapproval cfrthet Planwwi srat policy /dechsion toszx.
“be made by~ the Commwss101“—*Staffncounselffecommends'that‘nf,tbec::“
PIran” 15 adopted, rt‘Should~rnclude~aimtﬁxgge:bwmechanusmftohad}ustqq
ECAC rates only”if'the'wndercoIlected ‘or fovercolTectedsbakancer o o

o e e .

exceeds $250"m11110n LASD HRLNZ Jom oD o Lmodue nldd ol onod eval
e Aftef“consmderat;on ofhtbe-dﬁdve”hfqdﬁents;vwezfind:nocnsf

support for the Plan. Edison"s-¢lafm fhatvritsicustomersodesireroz.

;aAd will® benefzt"from”the*proposar “fs Ucontradicted bysindustrial,

-~

agrzculturdl‘"and“:efldentzak'customers;w“deson itself denles*thed

e .

ex.stence of‘any fxd&ncmal pénefits“from the Plan, leaving usmwiths:

" by .y

no just;ficatxon for the"?lan fromei ther~the=oeility opigherts ouiw
usfomet Derspectxve. ‘%ccordrnély,‘wehdeclxne*to adopt”udiSOn?subn:
- .’):/:.4'7_ -_:f'.a.‘_,“: :—....C fareny :_\"‘)_: __J-./.....W h_uoa - :i.-+ .-v“' :‘..‘.:CLO
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”‘we do not” adoot‘Bdlson“Q“Plaw “we ! recognrze~that~'

ot i Tordw S-SRt SRR b T el

seasonal ?CAC rate changes caused’bv“wangs'l A ehe energy“mxx-confwse

et ™ oo Fatw o Red

those ratepayers who a:e noc knowledgeable abowf’the*sh;ftrng“”c vl
avazlabxl;tv,of ﬁuelrand puréhased power from“Ed;son*?rsupplxer5“~"d

e e s gt e

Reszdentxal} commercxel, and Lndustrlal éustomers"are*drﬂcouragedev

o »—‘ _.-.,'-...,,,

from nlann ng energy'budgets or undertak;ng Iongttetm 1ﬂvestmen€sw~°
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coanservation neasures as they pe:ce;ve that erecﬁxzcﬁfateswarem*~

o tem At ""‘" BT — '
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in
fluctuasting up or dOWﬂ eve;y four monfhs- for thls redsony Twe TR

e S
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delieve. that some steps toward moderatrng ‘Short—term ratel s ciEEnis

‘luctuat_ons shculd be taken at” thLS"txme'“~~--ﬁ~_J3 DIVE

Q‘.»~ hg w-ﬂ
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... Bdison' s Plan was "based upon | foracasts of fenergy. mix-and-°

Vet b med e o GrS ”_,__d___, ,_...‘,-.'. Lot [l = I

expense through the_end of 1983, a forecas:‘défiod G£°20" montRgTI7oC

Shsledaind .
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Those. long-range est;mntes are,llne~mo5t econom;c progect;onsr“*‘
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necessax;ly speculat;ve. Whlle we‘have more confzdence'Lnfthe«J~
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accuracyho‘ shorter texrm predxctxons, even short“te:ﬂrprojectmons
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have often been far from accurate. FEdison ratepavers are today .
receiving the'benefits of an unusual combination of circumstauces‘-

leading to‘evsubstantzal.rate~*educt_on,« These,plrcumstances 1nclude

excess oil: supplies on: the world market., decldn;ng oil, prxces,ﬁplentl‘ul

LA R

supplies 'of raatural gas,: and. plent;ful availability.of purchased Jpower,
rarticularly “hydropowexr. o If,we were: £o. assumeathgt th;s combznatlon

of circumstances:were:to. contlnue,»ratesbcould be. reduced more thaane
AN >
have done in this order. We do not think this is. 5eal;stacut Prudent
L T (PSS P A |
regulat;on*requdres that we not assume the.mostﬁopt;m;s ic set of

-w‘-.-.h/»h\

circumstances:will continue .to prevail. ... .-

.
-
InLRE ;,q oz 1ot ruooo

We_ are also movedabyaequztable.cons;deratlons to»bf}ugﬂgg;e
stabil;ty to rates. Customersmwhose,usageq;s grea:er~}nhy}ufefu3§ugr
in summer bore. an unusually severe .burden thlS-P?%EkVEQFeF' Jgggesr;“
were increased substantially.in January to.covex gipaucie}wefffffgonn

and o reduce- undercollect;ons in the.ECAC\account. JThese zncreases,

o et e T . q.-.J ’u\-._ 'wa ..-_u

coupled with a cold winter, led to bills being much h;gher tﬂla yegr
SOLLS Do2lCoTT

than -last. .. Were we to take the most optlm;stxc~vmew and reduce rates

R L ..-e,uu - ow :wuc)x -I-AI‘

the .maximum, amount possmble,~these customers yould recexve none of
- RS e el SRR T T

the benefxt- Even, worse, these same customers would aga;n bear the
- -t ol W T SWTOOTE GRw 2nav Vit Tl S Taler

brunt. of -the .greater rate lncrease l;keLy to result next wmnter. By

PPN 7/'-"-"
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e

somewhat, stabml;z;ng rates at th;s txme, Edison s h;gh w1nter usuage

PP, [ . "" T -,m,“.—\,.)

[V
custome:s can receive .Some. of the current benefzts wh;le at the same”
e ) T "4_."" "'\~ el s Tel f"ﬁﬂ.A'A- M-‘_;‘
- time. leevxng rates _or_hdgh summe: usuage customers only sl;ghtly e
" '- o ST o il tie] -
above last~year s levels. We cons;der th;s a just and Teasonable”
v_‘\‘* Foda) ---"-l,-.

d*st:;but;on.of.beneﬁ;ts,eo eliAof.Edlson s customers. o

[Ty N Al S L comey -
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Bvidence introduced. Ln,th*s proceedzug anludes 2’ forecast

Sk ks w ___’d_l‘ - -_".n-,-\'...,n vy BT

of Edison's energy mix and expense for May 1, 1982 throughf"‘”"“““'“

S

Decembex 31, 1982 ) (Exh;b;t 8. ) In add;txon, ﬁhe record?contalns

Tl L Z 1o - Py

alternate computat;ons whlchware Lntended to level;ze ECAc*rates R

-J_» s

through.the end.of lagz.f (Exh;b;t 14.3 We WilT” use ‘thi's" Ynformation

AR P

and attempt. £O. stabilize. EC@F'?ateshfof;fue_sgye}ugfflof:uhe'yemr~
The intent of existing ECAC procedures has been” “to—mtch“'

revenues with expenses as’'closely as possible. Since fuel oil is

Edison's most expensive enexgy source, the amount of fuel oil burned

has become the most important factor in ECAC proceedings. If Edison
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can obtain nmore natural. gas, purchased power,‘or hydroo it will burn
less ¢il and ECAC rates should drow. On the other hand if less gas.,
hvdro, or purcahsed oower is available to Edison, then it must burn
more oil’ an& BCAC rates ‘must rxse~f~Consecuently; ECAC  proceedings:are

N

cux*ently characterized asﬁm&ch by the”seasonal” énergy“mixvas byo loui
fuel” or;ce fluotuat;ons- We wmll “ask-our” staffﬂand*the utilitiesndors

consider’ how seasonal ECAC “rate' changes naybe’ m;ttgated intthe>future .
The ECAC forecast perxods “could be altereds or‘the“recognxtlon*'fwlow-

cost hvdro power could be’ averéged‘;nto a1l” BCAC*forecast‘%ermods~even
.hough most hydro power usually lS ava;lable ln*the sprlng*anaﬂearl

_,.._,-.‘.- —— - o
o -.....*.‘... .‘.v-\_.. STLTLAD

summer months. )
’ we commend Ed;son fox” oropoSLng”a“Rate Stasilization Plan.

. .-'\
- oo

Although ‘we do not adopt the elan,mcons*deratzon of‘E&:son'S'orooosal
has clarified’ the advantages and dxsadvantages TE rate  StabiliZutiontt

e

We will study th*, ‘matter furthcr 'in" s subsequent ECAC’p:oceedzngs. At
this time, we will.calculate. ECAC rates. in a manne;bwh;ch is likely

[N~ [APF RN
t0 levelize those‘rates untzl the end of-thlszeaz
S Se ab caID0D NEE=-Ch s baa

"\f‘w"«/"‘ ~ o ey Y o Ny

s, V._ ABR AR )
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T~ nolzoubdo: q <200
The pu:pose of the AER is to recover iniraves the

L N

estimated costs’ *oreCBSt .ot the‘rz “month- peguod begmnn;ng May 1,
LD T i L agme roV -JQ“ T
1982 associated, w;th Lhe ‘ollow;ng.?“
1.

2.
and underlzf* pavmenosu oo::w;~;q g»« %

3% U Gainsiand Tlossesconsthe sale~ofn fuels ol and: -

4. 2% of the energy costsoincludedzdin ECACkgerc
2dison has not forecast any gains or losses from the sale ©
in the-.test period: so-that.this cost, Atem, s.s‘,zezo,,:\n.wontu
calculation’ of *he-AER."” e : 5o
Fuel Oil Iaventory

The major issue in rega:d to the fuel oil inventory

component of the ASR is the appropriate volume of fuel oil to be
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adopted as, the basxs of: the, calculatxon.~ Edison, has :eqnested A

ety 0 P, - -..N ——-\u

fuel oil xnventorymlevel of .13.417= 1/ Jmillion . barrels.ddStaﬁf
recommends_ an 1l mlllzon-ba:relﬁlnvento:z leve;;;“§§§§~£§§€o§;3§ot (o
.-both Edison's and staff's. proposed levelgwgre“gﬁcoiﬁtgo fnéois%fmigios
Commission. to. d;:ect staff to, develop_a new mgggggggydiig%;(_
Presumably, below PN leLLon barrels,. whxch S related to the

i M e i Ve D 0D TE DWOL
o:ogected.oxl buxn ©£.10.2 million barrels. . . oc o :
whatnbaduiraiy = WY TOW wovyd rooxm Hpuons
Edison contends that its 13.417 million-barrel inventory level

S ttresd e
e fatugadalon TONTL T

is necessary to. protect. agalnst 1nterrupt;ons in, supp%y and to
PRENGA e e SLILAQ W YW

neet a_90 -day., fozwa:d supply under probable advgrse cond;tmons.
[ R A O Wieewtn WD TOEOoL Do o ¥]

The. probable adve;se condltlons consxdered by Edison are:

TR RN EP DS NS U S e S o S oA Ve E

l.d An.;nc:ease ln electrlc load of from 1
B v.2%. * . ..-w &Aua - -

2. X 'decrease’in surplus,and“economyaenergy** AR A
purchases: o£:20-30%: foruthe s April-November <~ -.: ..
period and a 45-55% decrease for the
December-March pe:xod-

Coal production ~at 75- 85% of projected
slevels; ..oe S L I R o

o ~

TLOREA Nz o ")”OC";;C‘
- Hydro productionat:60- 70% of‘aq_ayerageﬁ__
vear for November-March per;od" e bT e

Reduction of 45-55% of projectéd nucloarJ°
production;randsir oI vtornava: Clo lfeus

- Gas=fired - production reduced byvi:23=36%;
of the projected amountsas 2 v0&np Ses

Ll i I O S

All of the above' contingencies must. "occur ssimultaneously £o justify
Edison's D:ooosednznvenmoxy levelirce -

e TN oo

I .z TCn Lad mozibhzm

1/ If an adjustment ‘for 1982 unpaid ‘invoices’ ist incliuded inobases o’
rates as a reduction to working cash, the welghted average. -
znventory is 13.116 million barrels. (Exh 12. ) N
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Staff Doints out that the crite:ia used bv‘Edison tO‘/

used in the last AER proceeding, A.60321. The Commission re;ectedpzr
Edison's proposed level £or that proceeding of l&*S-miIonn-barreﬁs¢*

Dol Wi S B o

in favor of_an 11 million-barrel level, f;ndzna“Edlson S proposed -

Y- [T i WTenCate ‘3 .—»r:.‘-,-.{-n "“ TR )

level to be more dxrecély the_reéuli of unfo:eseen factors, not
corpo:ate alannlng.,\ (D- 93640{‘ .) e ien .
LT it ! > h’i’:.ﬁ:l-.ﬁ' oY ':IX,A...,
Staff contends that Ed;son has not met 1ts burden of

- A '
PRIV ML awT WL A.\.u»,._ oz ~-.¢....,..A.~..u~...- e wnlna

demonsc:at;ng é need to exceed the last authorized 11 m;ll;on-‘ft‘

-»‘4.»-»—- SCLe LA T Dol e, e -

ba:rel level by s;mply referrlng ro. the same crlterxgjlooked at »
in A. 60321. TURN further notes that Edzson.s g:oposedﬂlA .5 Rlllzo

v........w.'—-.z~ -t - Q\

barxel level ln A 60321 was based‘upon an estxmated oLl burn of

?»‘..a a—'-‘uom-— SoTnnid

29.5 mxllxon barrels. Tbe present progectxon of a lo 2 m;ll;on— e
IR '.‘“‘ LR B mollad «k“-\ ‘.": -‘:D'..\.:»
ba:rel oLl burn, ;n TURN 3 op:nlon, Lndzcates tha;ﬂanﬁxnventory
iy ) TRl Y utatale VR
level well below ll mzllzon bar;els xs :easonable for this

r 4 Pt
~ A oot 2 Ty Um SRR
P N heom oo LOTOTLDT 0N PRI ot o Nl S oW P

~
2 e

a, ""'“r.

: . : e
SoTuanT drow I20TI0CS OSi dalfsiropsncsty Lo a2k

Both staff and TURN argue that under exlstlng cont:acts

el N
-\‘-1 RO B T > L.‘Au«.«._‘uu— ‘-)J‘v on o noLs JA-‘M.\. -

Edison can 1ncrease Lts take to meet an ;ncreased need for low

T eV o e Ty
G LR r} aUDYL RO wRosnromilo

sulfur fuel oml. They contend that an ll m;ll;gn-barrel %nventory
d—| ,~~\ 3:::_: -y _J:“‘--—\» P "y
level plus the contract r;ghts adequatelv, or in TURN's Vzew, e
T [ Futc Bad

ext ravagantly, covers Edzson s needs even quer/the propgble
= onhoonn PZOTIEENS S vt S
adverse cond;tzons scenar;o.

B . N
o e s R oS Iy 'V‘\‘v\*'n”’__‘ S LW l""‘" ""'\p.)u.f"

We are not be:suaded by deson s showmng thac an 1ncrease

[N 1 E20L0C D

in the ll mlll;on—barrel level xs warranted. Accordlngly, ‘we will
PRI Wit Wk e )T 0D el e e
adopt the sta‘f s recommended level. .

» v
A
- i e ..Au,l...«.ui’

TURN s request that the staff develop 2 lower anentory
T LV TG LnDs anT T2 00LTC

level xs denled. The staff wztness clearlv stated that in hls
L D DLW T uWie by o e T

opinion the projected oil burn is Lndependent of the required

inventory level. Instead, TURN will be permitted to show, as it

apparently believes, that "some reasonable nexus between‘inventory

(RS ,.n.-.
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]
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and o:o:ected fuel. bu,n" does. exist in, the*seoond\phase.ofwthbs )
proceeding. mEie ] mmen

. . B
o
Ny A e e

Pnc*l;t;esuChaxges~and sm e ne
Underl;ft Payments o ) .
— iy e “myv ek

" Undex’ Edzson s cont:aét w:.'th Chevron,. a port:Lon of the fuel oml

o -.w.'--n. : Lo ams o evar e

price is a ‘aczlztzes charge wh;ch compensates Chevron for the
: T OOTETOINCT
fixed operat;ng costs end capmtal charges ‘related to Chevron

-n.(n oy

F——

- - S Puret R

fv( -Qwv -~

malntaxn;ng the capablllty to supply low culfuf'fuel o;l at a.

ame A ﬂ"qv{{-\ ,-«) -\1\ - L‘c*\—.ﬁnm,v—,'»\

delxverv Tate of‘up to 44 Willion barrels per year upon demana.’ T

N o ,:«'IT*'“‘ apfn o2 """“‘“"‘ g &C'u....'. PRt T SR e Bt
The cac;l;tmes charge i3 a lxed payment which does not vary. wmth
- SR et -‘)r v ’.’,"Qr‘- “cl‘ﬂ"“-v .“ubo"\ ~r
the volune of'ocl deson actually rece;ves £rom Chevron. Edison

o v-\ NIt r9. I“\'vr, oYl

Lmates that the fac;lxtxeé charge alone wzll produce a revenue.

...,..‘, v IvEE T f i

L :t\.A CC.....A..-'» [
requzrement ‘of b95 473 mzlllon to be’ recove:ed ln the AER.

. ‘—\.~; . . o etoRle Bt ain]
S i

[

Ty e
OYOE LI0 LanuLl

TURN ooooses 1nclgsmon of the faCllltleS charge in the

. ¥
_.,_."W 4.'.) BV

AZR calculatisn fo: easée reasons.' Flrsc, TURN clalms that since

.i‘c,.. frte

...OL'\'*C heglh ‘.‘.J
Edison is renegotlatlng its contract wzth Chevron, Lts contractual
F'ﬁ*""—‘ﬂ s ! T ' _—." A':J‘) f... utA. d C—

oblxgatzon to\pay a fecllxtles charge moy be reduced or even

laa Y s ,~ "-"f-“ *-d;.h, .' v-" LA S Rt fad /R,

eliminated.’ TURN a:gues that zncluszon of the gactlmtxééﬂcharg

vr-.«-.»-,‘-,-q- . "'{' - 2 \fﬁﬂf* -‘\ VQ .‘L‘Q A_o;_;_:
undexr” the ex;stlng contract xn tbe AER could bias the current

. “ - ~ o Y
. O IALDOD0 DEANDIT IDLNANOD O

negotlatlons. ' ’ T - srolt

-on“

e sl mevs nbhoos o' aopibIT nyavos LY Idnsnove
"'Setdnd, TURN contends the price terms Edison has
SINLMODD 2O0IZIDN0D OUTevi
negotzated w;th Chevron are the least favorable te:ms it has.

. . - o o - -
‘-.h" JV,'\ '....—u,n_. '-’h).Jll‘ “"‘ :l-) “‘
PATY e

TURN pulnts uut chat ndxson thnebseb in other o:oceed*n,g have

o wliew

oo ~
- e [N

-

i
)
. "(A"' L. A»\\ LT ey S ey mAmS 2OAD ToOoUTIoN
-\-.o "ﬁ"*"” ~ ‘.-.(" :) "‘:,\H-'" o *»r-&-\ r,r‘- \-)—n‘\ 'P\b"“

: iR lglopel DoTRLITLw D chc”'ﬂ~~ﬂ’ cesslom

testified that uch lower prlceo Low Suluut fuel oil wlll e )
L halnomnonat a'ianrl oo TOTal

aV&lLdule from tae Abldn marnet. Therefore, TURN aSSen;s theat

the pr*ce Terms in the" aomEon-cnev:on ‘sontract will be *enegocxated

&Cause of ;owe: ur;ceé in“the Spot ma:xe€.
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Thzrd, TURN contends that the S95vmzlllon facxlltles

-v'c-m Ay O

s

charge based upon a delxverv ratel

‘ N “ ») »r, Iy "(‘ (‘ \"ovw“"-
of 44 mmllzon bar:els per yenr

- - oy el & 1o BN e

is unreasonable when Edlson pro:;cté'pu%chaseé ofuonly 5 6 mxll;on ;f

ot -bnn‘f\. ’ ..u,q...

marrels. ‘rom Chevron in the test per;od. TURN pomnts out‘that

STt be e Sanme

Chevron may not actually use “the” facxl;tles éa;d for by Edzson

.'\--r e SMDILW FaLTIn
L PEROF e b BN e S

to orocess a sma;l amount of fuel o}l. Chevron may be able to &se

-~y ‘v- PR A T L B

other refznery capaczty’to p:ocess delxverxes

St W T

below the‘44 m}lllon bar:els demand }evel.
- We orevxously have determzned that-

e T )mra ,‘:.x

iSeTn ¥ el

oo

of fuel oxl substantlally

kr“f‘*r"‘ A lehe

\
Dl ,.A..-(— [V LT LOD

. . . . -
LR e - . ; - f

RS Fate
R AL

“mhls flexnbllxty is, necessary because o£ theNQﬁD ,
extremely limited spot market for very low ’
Tsulfur fuel” oLl U (DU9T6RQG PR3 YRRt S0 sl

“wegdte*unsure?whetherwbircumstances»have3chehgea@enoughﬁqtﬁ
to permit’ elimination of~the facilities charge™and: conseqiently: -2~
the Chevron refinery- ‘capacity’ dedicated:to® Edison' soneeds’ I Machi 37
of the-eviderce relied upon®in” TURNYs~argumentsSis>drawn from™is =iz
testimony: given iniother’ proceedings’, whith® may or- may"nottaddress-cv
the speczfxcllssue raised herey i‘eﬁ”Whethet>the5foreonsf Qo lcLnoninT
availability of"low ‘sulfihr’ foel oil on®'thed spot” marketd orbErom
other: sources’ enables” Edison  to- terminatesits® currentOarrangements &l
with Chevron to demand delivery ofsup- to- 44° million® barrels: of Tow:sC
sulfur fuel ©il: per’year. -No- witness® directly’'spoke’ torthis™issueiss
The staff witness' did not oppose:inclusion ofothe” fadiliies? charged®
in the AEZR and appears to havelsimply- accepted-the terms oflithes ToXio
existing Edison-Chevron contract. LVIDVODOT DADE o

"o iWelwill removetthe facilities’charge” from:the AER
calculation $ince on balancevtherecord: now” indicatest¥hat” é:if’xeﬁfn’-qw—“
stances. Have~changedvsubstantmallv since” the’ faozimtxechharg
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was fz:st negotxated by, deson and Chevron. deson ;s ;n the

" "‘I’V -
\a,¢a. P etR] 20

orocess o‘ :eﬁegot;at;ng mts Chevron contract and yery well may

TV A

terminate its. contractual oblmgatxons.H This' uncertamn

N "\w ﬁ"\‘ . N s
o o K- WD Seren b L e d m

us that we shmﬂdﬂnop mnclude thzs chaxge in “the, AER. ?

Py
‘e
; ~ 3 e IO A
ORI N [} .> ot

Because of £h~s uncertalnty, the facxl;tmes charge no.
) _....u»....)x., pe

longer xs a’constant‘whxch may be regarded as"a necessa:y‘fzked

o S e ol e e et

oo e
LoD lLG

Ly, Persw'ae.s";

P

perp

o (A28

. ST
,cost. Instead the faozlztzes charge nOW'teSémbles a varlable
2. i

4“"4"' r\wq
oo

cost more approprzately recovered through ECAC. Acoo:dmngly,‘we

[ g - o
YLK RIS i Aa it Sz

will permit ECAC recovery. of a fac:l;t;es Gharge to the extent
NIRRT @ XA N A Rl

Edison can show a:athewtlme recoverv is requested that payment

Ay T e g
=t

is prudent and reasonablew ~Wemcéﬁtxoﬁ‘Ed¢Son~that mere‘referxal
to a renegotiated’ contract” withprice’terms” incorporating’a
facilities charge-wzll notvmeet*rts bnrden offproof‘*'We~expect a

T T s e gy

full explanation of predlcted»spotcma:ket conditmonsr-alternate

suppl}eswrandvthew:equared—reflnery;capac¢¢y@or~delavegy.demand
level.. -

-
b

may in-s.errt .th,e,.vfac.ll::.-v_tle.% ch:ars..e: b\a,.c,k-.,‘ :1171\._;‘:.1.'1‘*‘-“,., %ER-“_:'.HQ"’.@Y.errno aa:.;.:o: e
this tine,. the need: for: and. amount.ofr this-charge; appears, highly:: :s
volatiley: and-we. £ind that ECAC :ecoverymoﬁqthis,paymen;,goﬁteﬁfagﬁg;
reasonableness. showing,- is.appropriate.,~» |

DOUALY LUWTDL D)

-~~~ Edison. hasmnot~foreoast any underllft payments 1n the: : .
test-period.. . However, desona:equestsrpe:m1551on to«xecover\sucn.~-\
payments: in: ECAC. subject- £o; a; reasonableness. review.: EALsoncq~n =,

states. that negotiations:with: its.suppliers on reductions in; 4L

K Fee
- e e T

deliveries and:the associated:penalties;are unreso&veduﬁamofthenm el

extent Edison does incur; underlift.charges, it seeks~the~assurance ~
of ECAC recovery.

alsleteliteiate

=
- -

- ‘o W
ot A e "
_u\'h. ‘O\.“.,..

The staff-witness-agreed; thagts - "Bdlson» will: mcu: some
expenses in-reducing. its: reguired. contract: takes of oLl ‘~As~a(

Jm-wy

result,.he: recommends~allowance-of a- S6/barzrel,, dlsposalrcost»foxdu;_g

o
-
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the difference. between Edisowfsnproposeduoia<inventomyﬁand>xheﬂ~. S
1l million-barrel. staff inventory:level..:The disposal,cost.of. - ..
$6/darrel. is the.figure used to»calculate»Edlson—s»last AER-ID e
Ae6032Le - con o ricilvr L'morlinD o sonz rouspanioun < w.: cofyomriw
- owen Staff; counsel and . TORN oppose-allowance: of. a,$6/ba:xel
disposal- cost. - They.argue: that recognition.of:a d;sposalﬁcostm s
for oil lnventory above.- the- authorlzedﬁanventory levelcxs.ancon51stent
with tde Comm;ss;on 's selectlon of the: optlmal Anventory,level- R
They further note.that the $6/barrel.disposal:cost used by,the: -,
Commission in A.60321 was intended. to.be.2 onestime allowance. .. ...
We agree that allowance of.a. $6/barrel;disposal;cost.iss: :
inappropriate. Edison- is.given.adeguate opportunity. to.xecover
expenses‘assocxated thhﬂreduct;on oL, o;l lnventary.by~pr03ect;ng
L.nderl:u‘.t chaxges or. ga:.ns\,andalossesa from. fuel. o:.l--n Eda.bom has. -
desonhbel;eves.zt w;ll not incur, any underl;ftwcharges and fuel Tan
sale lossesﬁoz~1t As.confldent“that.Lt\canﬁhandlewth;s matteu STa mrs
outside the AER. In either case, we fznd thatnthe AER.should. not%rn_
eflect any underlift charges or disposal costs.’
’Addxtxonally; Edison's request for ECAC recovery of

underlift charges is rejected. Edison very well may sell oil at
a profit which will not be recognized in the calculated AER or

in ECAC rates. The offsefting risk which Edison must take is that
it will sell oil at a loss or will pay‘unéerlift'charges.' We find
that ECAC recovery of underlift, payments would unfazrly disrupt

this trade-~off. | ! , |

2% Provision

2% of the fuel and purchased power expense otherwise
recoverable in ECAC is anluded in the AER .as an ingentive to
utility management. Derzvatlon~of the 2% requmres a fcrecasted

\
i R _,..-f"
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resource mix and’ estimated  fuel prices” for' the entire test year-” U7<.
not ;;us*-;*-‘w'four-month period” coveredﬂby ‘the ECAC" revisiow. i -7 21
Tdison calculates-$47, ~40870007 5" the” AER portioni?: Staff ‘agreesi-= *
with this figure but asserts that Edison's estimate <of economy- ang -
surplus’ power £rom’ the’ Pacific” Northwest is probably: understatted 2 TURN notes
hat later. est:.mates of  hydro” and” putchased power" will not°~1mpact
" he” AER"since only 2%- of the calchlated  savings' are included, ~ ¢ 1¢.
Thus, no-party’ contests- £diSon's” caleulationiof ‘the® 24" portion. CYiw
We will'adopt Edison®s” figure” since” we™ £ind” that® wse''of” updated 7"
estimates-of” Pacifi¢- Northwest® economy” and: surplus: power’ makes  a-~7%%
differehce” in”the  AER of* Less* than” JOOLE/kWh: “H72 20¥zs o
TUUTT0" summatize” obr-caleulation” Of the- AER,  we use LLTESIIGT
million~ barrels as’ the™ appropr:xate 011" 1nventory" level adopt— Rt
$47,4087, 000" as- 2% of” the" fuel” and™ purchased power*‘expense‘, recogm.‘z‘é?*'
no unaé%lfft,'aiéﬁbéél‘cb%t%;;6r:§&iﬁﬂ6%9lbgé%%P%%oﬁtheDEaiéaﬁf” sen
fuel o:.l, and remove- consideration” of'“ the facilities’ charge*from*’“““
the AER t:~ A" later’ ECAC proceechngn T Tne  Calctilated AER G 0TEEL
.236¢:/kWh~15 shown on Table I1i- ow wulsn xodzlie Al LATA oz oblinzuo
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o oVIen ECAC

Under established procedures the ECAC biliing factors

are revised three times’ annuallynmgrheﬂayerage ECAC rate is derived
from the sum of the average balancing rate andvthe~average fuel and
purchased power.rate. The average ECAC rate is adjusted-to derive-

n .
WO wea Bl - A e

the billing.factors for each €lass.of CUSLOmer.. = ~u:y fameineon

ol -

i Edison proposes an average balancing rate~o£ .SGQQ/kWp and

an average fuel and purchased power-rate..ofc4; 127 ¢/kWh forian: .:
ave:age_ECAcﬁ;a:e of 3.567¢/KWhi-iStafs- agriees with“Edfson™stt- vl
calculation®of the ECAC rates. _2n0notionef oumnvon Te¥ l.zoT

) . v s .
- G - Tl g o my P
PRiels Yal *,"...._.,5.)" folat i Sl ek Te Nl A8

"—"TURN“does not agree with Ed§§9§ spbroposggrrates _TURN
asks that we _consider updated estimates of Pacxflﬂl ) % _;ﬁﬁ\~~
econonmy and surplus power divulged through cross-examlnatxpn oﬁ -
Edison's ‘energy mix witness. TURN estimates that the ECAC‘fuei
and purchased power expense for the forecast period can be-lowered

by $16 million if the updated data are used.

In additicon, TURN objects to Edison's valuation of prerelease energy

Generated by SONGS 2. Prerelease energy is the output generated by a power-
Plant during its start-up phase before the plant becomes a "“firm"

facility. Edison prices SONGS 2 prerelease energy at 1ts instantaneous

avoided cost. The purchases of prerelease energy then are credited

against the capital cost of the plant when it is entered in rate
base.

TURN objects to avoided cost valuation of prerelease

energy and recommends valuation at SONGS 2 expected cost of operation,

-012¢/kWh. Use of TURN's method would reduce the forecasted ECAC

purchased power expense by nearly $12 million. We agree with TURN
on this matter and will reduce the forecasted ECAC'expense by |

$11.934 million.

-15=
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Edison also points out that the updated purchase figures
from the Pacxilc”Noxxhwest were tenta@ave estimates;made by its, ~

. -
[ MV 0!

witness who was not able to examxne recorded dat or~to~ﬂommunxcate
with the Pacific Northwest about his updated?est;mateu stonuw

o ‘A"”"\"v\”
furtcher argues that it would be unfair o sxngle out one’ ‘component
-a\a..A.a..,.g‘. WH 1!\4-

of its caleulation-for updating without recognizing chaqgeéh;p;'“
other expenses. We agree with Ed;sonnonuxh;snmatternand-wnll adopt

PO PRSI

its filed forecast-of Pacific Nozthwest‘pu;opoﬁes -7~luti) £3r¢

Although_we are adoptzng.xdxson S esggmates of fuél and¢
purchased power: expense, we do not choose to"ﬁsé its céloulate&‘
»-~~4-"‘. Pl ’~"P' )

average ECAC. rate of 3.567¢/kWh. That rate is Based dpon é“foﬁf;

nonth projectzon of fuel and purchased power expen;éﬁéggza:fou
month amortization of the es;;gopoo ogg;collected balance of $103
million. As discussed previously, we will try te stab;l;ze ECAC
rates through the end of 1982 and consequently will use an eight-
month forecast of fuel and“purchased power expense. That; eight-
month” forecast is adFusted downward by -$I1w93¢ milldon £oO» account
for our revaluation of SONGS 2 prerelease energy. In addition.s::c
in the interest of moderatzng -rate fluctwat;OEwahaoh could flow’

-~

from ECAC proceedings later“rn~t982, “From” such‘potent;al sources

P R S
as natural gas cost. anreasesr "fuel contract uncertainties, and
changes in fuol mix, we w;lluamo:tlzeionly one-half of thelestimated

overcollected balance at thms zime. We will use an amortization

>

nexxodho' twelve months so that somo S£ the Overcorlectyon is

i~ :A‘_

. ey

re‘uﬂded to toe wmnter customers ‘who™ cont::b&ted'to-ﬁhe ovar= “d o

col;ectlon.“ The :eadltxngﬁaverage ECAC‘rate;of~¢“06¢/kWN Is: shownis

PREE A oA T E nia -~ - -~ w
: TN onodizLnal o e A o
on Table 2., . Y e e

R

-m”L--Jﬂ"F QH Alumds

P - P L H .

/@. [T S S S :79-“--"-‘—-.1 e e - " T - - . . . .
- - s 1 a oy oy :

ey g ot OAZZIXD 0N
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TABLE 2

- -
R -~ -
R N i :

T R e I

e i e s ,m- -
M

PR SV B Sl o X SOl nonkl

Fuel ‘and Purchased PoweroEXpense: .xaw z 5
- .zMay~l,-1982, December. 31, 1982 1, 8 93€,OOW*

pot i L -
e .’..- ph Olu \_.....HV U.

kWh~Sales May.l.,.1982. - . . . . .
December 31, 1982 “”””““‘“

RN Tl :"o A Dmm o o e Long f o
Average Fuel and Purchased - LoUdIs
Power” Ratew D0 NifgeDet flomliw prirsiou ot 4.156¢/kWh,

- o e B2 i i i b
Estxmated‘BCAC Balance onMaydinT A:
1982 (including Franchise & .. ..
Uncollect;bles) dundaﬂ;nYuﬂf‘ o4 TiLiTiTe15252657500) &

May'l¥'1932 ki Annualxiéd "Sa16877 990 754,50270007000
AyéEAQE"EEEAQéihg “Rafe ~7O°° ? “~.f3 R n‘:’"{"«'J‘BG«:’/MWP:&)“”

- ae * - - ey - '
ST TEASTENLE 24 0eeYRWAD

el

DU SO Lo noLT T
Ave;age ECAC Rate , .
T DEODCNT TOoWOL LDonLninYLs DAl

; bEe TR - T
) Lo

Tpo
PR R
a—— s
(SRS o ";‘-rh- X . Cey - s r

e e e e s W o™ rrys
A W v "A&--'O !r. C'

-.n-‘, -

Rate Desyg_

-,
e e s Vi a

o The ove;axlZﬁévéﬁueuimp&cmm0£wthe*above cha

followss-> Do I LUTunn angelatows ©ORDR0

v o

-t

- 3 -

Vot e m) : LT -. < ER redmio‘n’:‘.‘ - ( ‘216) oo ol bQ':'
ECAC‘:eductlon - (1.104)

AN . o —__‘._., uﬁ’&“:"‘:‘

S Lo 3208 Jiwh) " % 5%
- ¥ LLYSOT a*(s7I9‘43“m11110

(Red F;gure)

e e
l.‘ P

~.here -is very lxttle cont:ove;sy about the raée des.‘ng‘n'c

o e «».-\M

O -‘,-.,‘. -

to be used.. Ed;son .and. ?URS recommend that w;thxn e domestzc T

“’""'l\‘d‘v PRIVESIETN won o "‘J”""'ﬁ"

class, an egual: reductlon tcﬁ;;felxne'and nonl;“ellne ‘sales o

P A N Y Lhoszonllon

shoul”d he authorized. Staff favors an allocatzon chat p:eserves
the existing 37% differential between lifeline and nonli felm"‘-“”
rates.
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- - L o~ -l e ta) B
¢ A T e A..J... AT -\',‘~J [l

S:.nce we :.nc:eased all"domest:.‘c. rates on an. equal J/kWh

Ve Lt \,__,_

pasis z-x"Eda.son 5 last ECAC dec:.s:.on:.D §38|95, it igf reasonable

' ,.,.. - - ‘x.-’ e ..“-.J-‘

1= decéeage Ehose rates on a unaform c’;/KWh bas:.s. We wlll adop‘e

Siwle T mwaw CRLILD TGS S -J.

tdison's oroposed ‘rate des:.gn for tbat reason.

JURL

e e g N '.
LTI ZI0D0ACT sanan o

crLlen e B ¢eu~;VIII-*~ALJ~Rulan'r“ Lonnyd MAUT

" During“the ‘March - hedri ng’s, "TURN requesfed %é&d\’féﬁféﬁ SRneE
the*- follomng material: ”'(l)“‘t‘he "cdtrent “Chevron “and Pereamina” ==

LRF Tl TN >

contfacts, (2) -thé "POGr “Corners Fuel Agreement ‘No. “2Y and” (3) ~pro;-ected
fuel-GiY’ pnces from eac"z sunpller “for-the pern.od ‘Mav g " through el

-vv,—

April 19837 - The’ o:.l contracts prev:.ously had‘*been asked fox: :.n
a2 TURN“data- request Ed:.son declined to produce “tne document’s’”’* VeRE

‘ox:c:.ng TURN' £6 ‘asK “for an “order ‘compelring productmon SNIADE

L TNUEL e CALY “de férred Sruling on “the’ “fm:st1 :.‘.:em WUnefThe had

- evaluated the staff “duafeor s - report, WRich ‘had not Beeh'” releasecf"o:
as well -as 'I'URN S need -£6r “the "dontracts as :.t’“m‘n.ght be demonsrrated
in“the c¢durse-of “the" proceed:.ng."“‘l‘he ADT d1d ‘SrderEdison ‘to \dlvu’lge “
the sedond’and third iteéms. E.‘drson‘ Has *f:.lec‘t A Interlocu?&fﬁ o: 3o
Appeal “£o e ‘CommEssion "tS ‘Overturt “these two ' rul*:.ngs and perhaps
to foréstall “an ‘adverse "nrlmg on tHe “fErst J.tem We w:.J:'*'d:.spose
of a¥l three: ev:.dentnary requests “HE ehiE Eime FTTON wAT Robizney o

" Edfsom -argues that disclosure of the “requested. ma*t:enal“""""
would be -detrimental “fo' 'the public ':x:m;erest as 1:‘:: would ‘place 2nosind
Edison at a competitive ‘d-xsadvantage ¥ is ‘negot:. TEions With ‘fuel’
suppliers. Edison points out that “€hé docments‘ sought* 'by TURI\“I"’:"T”
aremade -available ‘tS “He *Commz.ssmon “Staff, whose‘“revu.ew suffmnently
protects'---the publ«::c»rnterest": *Ed-::son a'l“so TMaintaing “that’ Bcdess o”

T ror ™ gemane R4-S th:.s“’ e
oroceed:mq since -::ts~~exrst:.ng mventory 'W.’Lll"’ prov:.de “90%‘ of *the o:..'l. :

‘v" -—-l-l C'

to b burhed Gin ‘the test pericd .- "‘rhe' m:n.ce of* i P Thventory g % |

V
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a recorded cost which is not arrected by prrce proaectxons. Edison's

witn ess acknowledged however, tha: the estrmates of the purchase

-~y

orrce "for fueI ozl on May l 1982 wxll rmpact the AER calculatron
since il purchased at that’ txme LTI Be’ burned Hear 'che oRd“GE"”

momanns rLdr 3eT mrlaooh Aar dunoeforg o'nonlb

the AER forecast period.” - T e EE

TURN argues that thermaterial mrequested is relevant
smce the Co'nm:.ss:.on wust deter*nme -the 2% po:‘o:.onroﬁ ~the ~-AER as

-l

well as .the o:.l :.nventcry compcnenc.‘_,.. Calculatn.on O£ 2 reasonable. .
AZR, in T‘URN s view, requires .a review oﬁ the underly:.ng cont-acts . o,
as yell as -prn.ce Pro;ectz.ons for; the foxecasg -Pexiod.. . Add:.tn.onally,

T _-...

TURN rs not cor;tent with the ex:.st;.ng procedure under, wh:.cbaEd:.sonr;
prov:.de :.ts ~Luel contracts onlx RO the, Commission staff. ..Accordmgly,

-

TURN renews its, request for dzscovery OF these materialsy .-~ .

ey e

i ow g

_Qur _reguldtory @rocess Vests autho::rty over. .themevn.dent:.ary
record ;.n tb.e .presiding .offi

(Rales 62-65.)  The ALY rules pon the agniSSibiLicy of svidence, o, ®

r Order pacties,.to.comply with data requests,
or to p:oduce. documents.ﬁ, This procedure is.essential to orderly ...

regulatxon a8 the Ccmmz.ssabn -itself cannot.evaluate. mthe Merits of e
an evp.dentmry n.ssue -to the .extent the pres:.dz.ng o££:.cer As.able~ ..

e
S aid

to consider the matter. . Thus, »al.thoughﬁ our rules provide .that -an
evidentiary ruling may be reviewed by the £ul‘l Comma.ssn.on.,, there
is a strong. presumpt.:.on that .a ruling ra.s correct. - . (Rule, -65.. ) Bl
A party seenng review bears the buxden. of demonst.r.eung\ that the .
contestecL ruling. is cl.ea::lyyerroneoua.. SLo Lroioc rowibd

- . o D N

e e ;rz th:LS proceeding, we face the. »sens.;trve dssue of whether
fuel contracts and data should be disclosed w1:os.;,m-.er*venors- Anaan s ay e
annualr reasonableness ;qroceedrngr; Rrev:;ouslyr, we, have. detemmedﬁ

that, fuel o:.l com:raccs and information may, _be,kdrsclcsed RO R e

-

Parey t‘mac' "leg:.tmately and properly .:as..sed" A Lssue, of,. reasonableness.

e

M P s
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(In re Puel Clause for Southern Calif. Edison Co. (1976) 79 CPUC 758,
770.) ‘Later wé ordereddisclosire of’fuel: oml contractﬂpnczng VoA
information-to the Los Angeles Department:of Watersand: Powexuns /=
(D.93122 issued-June 2, 1981l:in"0II"66L):0Most: recently . we allowed’*
“-all‘inteérested-parties to- fnspect-atPacifics Gasrand: Electric xibooos
Company (PG&E) -Chevron-oil nux:chasen-agreement*-i(of‘.‘a“z-o-&-‘&?er:.ssued;; L
April 8, 1982 in A.82-02-09) ens voov ‘

- - -
L
LTLTTLLrOD PR

In. resolvmg th:.s issue, we we:.gh j;he need that an

P EUE SE eON [ et GUo LT

:.1..eres ec! pacty,can demonstrate for ,a contract or other data

b mhv\d ! ;-'-)L—i-"\)“; ﬂ.‘ Wn"("‘)‘:ojh “:

against the barm.that may. befé.ll t‘ae ut:.l;ty and :.t.—» ratepaver’s‘ a.f

the mfomat:.on»sought 5. da.scio ed. In th:.s proceed:._ng, TURN has

SLL0D

adeguately demonsg;g.‘;eg. a. compellmg ne.fed ' ?c;\r ‘exaxg\x\nfeﬂ':}on. »of all
three items, l.e. the fuel oil contracts,” they coalvcontract, and

the price projectionszby-legitimately-zadsing: oxeasonableness
guestion. The staff reportsi doomotsanalyzerthe :specific issues
raised by TURN;such:as” the: reasonableness of: thefacili ties

charge, in sufficiént:detail? corobviate’ review bycxcthind party
SHEHTAS TURNI® And on! thelother-hand:, iwe:are:notipersuaded by 27.:7
BEdison's- claimssthatsthe public:interest in mondisclosureouvtweighs.:
TURN" s” need- £ox- the: documentsh « Pher provisionsiof the: f Lxer 0il
contractstalready ared summari zedsin: Edisonts: S applicationandito . tono
that extent are in“the public’domainy. What addzuonalmamplﬁ any; ,thatmay_ lJ.
Edison” if “the actual ‘contracts are-produced: for"TURN ks very speculat:.ve. zroT a3
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e A AT A SR A T ! an -~ ey ot
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[P ARG

T o
Doy

Thus, afzer: review, we aff;rm %he ALT sorulmngs.and deny. Edison's nr-
interlocutory: Appeal.: . In: add;kxon,«we will. o:dambEduson*tocpnovaden,

copies. of the Chevron: and: Pertam;na contracts to QURN.H_Ith ferre Lo

- v
m

»rocedure: furthers.our: 1nteresa ing encouragxng the~act1ve_pazt;cmpatxon
of prepared. and: competent: zntervenoxs -such’ asTURN.., v~ N ey ®

-~ N
I \- / LY
\h

.,.-«

IX. Conservatxon Issues—Sl.a 2 3595

The CEC has subm;tted an outlzne “OF° conservatlon issues

that lt proposes to lnt:oduce 1n this proceedzng Under‘- request--~~;'j
of ohe ALJ The outllne :eférs

2-'"Conservat1onwAs an Alternative To~Fualinoned
Bxpenditures, . iruoirnon lIc lowd unis Lo

3,V*SCELs»ConservatxonqProgramSpandgExpandigugesv”53;:¢ o
"4. "Savings ‘Potential: NotoRealized, M.y 2rozn -~

; — e
EP R L LRI

5 "The Regulatory. Construct;For. Conservation, ! -and:
7.1 6o "Reforming: the: Regulatory: Structuresizizivs -

[ e [

Ty e N e e
L

P

Staff and Edison have .submitted xesponses»opposxng the CECfs~attempt
to~xnsertwtheseaconservat1ongxssues~;nxo;the<ECAc—proceedxng-m-,¢_,ﬂe
" The issues .alluded to::din: the CEC!sroutline: are: important;:.~
ones.w.Howeverr‘thel:*Slgnlfxcance~dOes not-mandate <onsideration. ...
in this” spec;fmc—proceed;ng;-“W@ al:eady"havexréopened;A.ﬁolS3,,
to consider ¢onservation xncentrvesdandwhow such- anentmvestLght
recduce ?G&Z's oil use. The CEC is a party to that proceeding.
Furthermoré, the CEC has entered an appearance in Edison' s pending
general rate proceeding, A. 61138, in which deson s conservatlon
programs will be thoroughly evaluated. We note that CEC's
representative at the Second Qrehearlng Confe:enoe for A. 61138

helé on March 4, 1982, stated that the CEC would welcome an

w
it




A.82-03=-04 ALJ/md/bw i Wi\ W

®

qn-uﬂn..,-.--u-" oo rr Fw"

opoortuﬁltY’to preseht a w;tness on’ conservatzon and 011 reduct:on

e - —\,-,O,q,h ,"}r e >0 - ,-q-u

measures 1n ‘trat” case. pEc-2" Tfi?‘pb. 50 515777 237" ha’ CEC',
. P -..-~A-a-,-¢ o i) oy Wﬁ-“ Wy :-{;'1 bl ?c.'\;r‘
- annothced intention” conforms w1§h our prefe:enee that these

p -
—nﬁn--tcv. i "b”:"-c \"

issues he addresse&‘in ‘the ¢ context of a general rate proceedxng.

"l'h

“The assmgned ALJ should’ﬁot permxt Lntrbduction og” “the "CEC" S,
. ,..‘,.A,_‘.; et it "f\"‘*'r" o Q

“outlined topics” in' the” second” pbase of” this ECAc'proceedzn§.
crooy o Lio Louwl wnIlug wol o lorvad
Findings of Fact ‘

H!l—- l'-‘ (\

MRS SO Bv’A.SZ .03- 04 “Eaison requests apbroval of a, 3 567¢/kWh
) [aadnd r F‘c_‘, lvﬁ' : : O
average ECAC'rate and 2 44S¢/kWh AER for 3 May l rev;s;on “date.

e ERQTE As an” alternatlve ‘o~ established ECACS p:ocedu:es,

-~ - A‘-nva e

'“~*dlson Has broposeé A Rate StaS;l;zatlon Plan” whlch ;s lntended
, QS "‘.HJ '4\""' -- -~ V...* O
to levelize ECAC and other adjustment rgtes through l9§3f ?

e ia it -r'mp

R P “Under the® ?lan, “an anﬁualxzed reductxon of 5250 million
would be- adthorized® lnstead of“the” $870 m;IIzen decrease “called
Dozivos oo VT JO0mV LT
for under established ECAC*procedu:es SRELVIs - L

o . ndeaticd

. Se T Tegi-t e plants” project:.ons throuch “Thne end of 1983 are

~ o~ S

very:* speculative, stabllmzation o ECAL *rates “based"on shoxter-

P

term*progectmons 15 preferable“”°“““ Fom oom nedilf L

Tl 1905ivIpdisdn” :equests “a- fuel oml‘fn@eﬁtoxy leveI of IB 4I?
Tmillien” ba:rels while the staff recommends "fevef o? lI‘ﬁEfizon !

N N ] PN e
fare e e o~y AO “,:".:v-\,}'on Il Yo Tolid

oL . DA S _d..-. LTl
barrels,,a . ‘_/u».. Py .

<w,

Di.-tieT g1 “pdison has® used'v;rtually ‘the same crlter;a to“ﬁééelop

n-na-v

the 13.417 mlllzon—bazrer' znventory lewel “enat “fe usedﬁfﬁ 1ts

——

“last” ALR“aroceedLng, “in“which “an T miIlion ks rEEI ;ever’éas‘

o . - - Nry= T, .
fO MWOED S5 nIAlUDLED

authorl*ed. o RSB
- A SANAIOTS OCaaE® L@

T. TSl7:iTypder its cu::ent”fuef orl contribts “Edison ‘mdy increase.
its take to meet an unantlc;pated “need £or more’ Ibw“%hrfu: fle1

L S T ’M‘.‘ e ‘\' ,_\‘ '.ﬁ_., ‘.,‘_

OFLTE MLTTiL NIy o e To Tioneons ko aolzasizzeny. .08

. e

SLene g r-TBaisén projects “an~ofL “burn “of" TOS2 miIlLon bazreléhzn the

[ Kol

test vear, well Below the 295 mxlIlon-barreI“ Burn p:ojected Yn (
the last AER proceeding, A.60321. : i

3
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9.A An 11 million=barrel level is, appropr;ate as Edison

Lrunew e S n e S

has not adequately éemonstrated 3, geed for 2, hlgher lnvento:y;

\I-l- - - e b S e

level or shown changed c;rcumstances gust;ﬂy;ng 2, level“exceedzqg

DAL P -

che prevmously autborzzed 11 million barrels.

.
r a"\, ~
oLl DALY Tl 3 u..,.

lO.W Bdlsog s fuel oil contract w;thJChevxon_:equ;:es payment

‘.vhﬂnmr\—-\uAA s £

of a fcczlxtxes cha:ge based upon.a dellvery rate, oﬁ,44 million
oL 20 2oaldall

barrels of low sulfu: fuel ozl per year. mim
11. Edison expects. to purchase.only_S.§. ~mil Iion barrels

- ‘w-—.‘ 1 e NV e

. \.lv'

' 'of low sulfur fﬁel oxl tom Chevron in the test year~

R I T R VLN R

12.: Under the curfent contract, . the fac;l;txes charge is

--~,“_J.o uh«u D N M P R Jvnuun‘uumd

a flxed payment wh;ch does not vary Wlth the vol

P - --»-..4 -t bt e -t -.a W-vw-

'delzvered by Chevron to EAiSON. ... . il aisc awlrover

L e o - ! ) AN A RSN it

lB.l Edzson zs :enegot;at

l,"w»-u TR ™ \"‘-‘"‘

l4.: The cont:act pzov;smons regard;ng the fac;lzt;es charge

..‘.".L..-.

payment may‘be rev;sed or_even, resc;nded.br,nbf-,- P

15., Inclusion of the facllltxes charge lnrthemAER at this

., -

wtme is unwzse

--f- v
. /‘\“\r LRN AN

[ g

16. Ed;son has not forecast .any. underllft,paymentslo: gazns

or losses from .the sale of fuel cll io, tbe forecastnperlod~ those

\,'x...... It -t gv-.....,

ﬂfactors do nat affect calculat;on of the AER.ln this, ;proceeding.

.o e et T - -—-«v-:n

17. Edlson s forecasts of energy mix and fuel aﬁd -energy
Prices are reasonable. those - fo:ecasts ~should be.used to calculate

R i ) .y
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18. .Based upoq‘the above fxadzngs, .an, AER ogl.236¢/kwh is

-

calculated as shown on Table l. LhalieorsLn
Cen 19. _Edison pzo;ects an overcollect;on -0f $103. m;lllon in
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the BCAC .account on, May l.h1982q,~,lz;~,w o
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21. Based upon the above findings an average ECAC rate
of 4.06¢/kWh is appropriate.

52 TURN has demonstrated a need for production of the
Chevron, Pertamina, and Four Corners Fuel contracts.

23. Edison has not shown that disclosure of those contracts
will be harmful. “

24. The CEC proposes to introduce testxmony‘relatzng
conservation and oil displacement incentives.

25. The CEC's proposed testimony is more appropriate. for
Edison's pending general rate proceed;ng, A.61138.

26. Since the revision date of May 1 is imminent, this
order should take effect on the date of issuance.
Conclusions of Law .

1. The decrease in rates and charges authorized by this
decision is just and reasonable; the present rates and charges,
insofar as they differ from those ordered in this decision, are
for the future unjust and unreasonable.

2. The authorized decrease should be spread among the
customer classes and within the dome ic class on an egqual ¢/kWh
basis to conform with the rate des;gn adopted in Edison's last
general rate decision, D.92549, and in its last ’CAC decxs;on,
D.93895. _' :

3. The fuel econtracts sought by TURN,are subject to

discovery by a party to this proceeding.

4. The CEC's proposed presentation on conservation and
oil displacement incentives is beyond thescope of this ZCAC
proceading and should be introduced‘in‘sdison's general rate
proceeding, A.61138. i

5. Since this is an Lnter;n opinion, the adopted AER
ig cot on a subject to refund basis; retroactive rev:sxon of
the AER may occur in the second pbase of this proceedxng.
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INTERIM ORDER

IT IS ORDERED that: . | ,

1. On or after the effective date of thiélorder,Soutﬁern
California Edison Company (Edison) shall file with this
Commission, in conformance with the pfbvisions of General Order
96=A, revised tariff schedules reflecting the following changes:

a. Energy cost adjustment Silling factors:
Lifeline 2.262¢/kWh, nonlifeline domestic
4.951¢/kWh, other than domestic 4.286¢/kWh.

b. Annual Energy Rate (AER) of .236¢/kWh.
The tariff schedules shall become effective no earlier than
“May 4, 1982. -

2. <Edison's Interlocutory Appeal to the Commission is
denied, and the ALJ's rulings are affirmed.

3. Edison shall release the fuel contracts requested to
TURN.

4. The ALJ shall not permit introduction by the California
Erergy Commission of conservation and oil reduction incentives in
the second phase ©f this proceeding} |

S. fThe AER is set on a subject to refund basis.

This order is effective today. _ ‘
Dated April 28, 1382 , at San Francisco, California.

.
|

JOEN E. BRYSON
‘ ‘President
RICHARD D. GRAVELLE
LEONARD M. GRIMES, JR.
VICTOR CALVO \
PRISCILLA C. GREW
- Commissioners -
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We decline to adopt a Rate Stabilization Plan (Plan) proposed
by Southern California Edison Company (Edison). However, we set
ECAC billing factors which should protect against additional fuel
¢cost increases through the remainder of the year.

We remove the facilities charge component from the AER
calculatzon since Edison's pending negotzataon with Chevron U.S.A.., Inc. (Chevron)
indicates that substantial change in the underlying contract will
De made. ECAC recovery after a reasonableness showing is permitted
as arn alternative. ‘ ot

| Last, we order disclosure of certain contracts to an
intervenor who has demonstrated a compelling need for the documents

that outweighs Edison's allegations of harm likely to result from
dlsclosure.

II. Background

By Application (A.) 82-03-04, Edisonirequests approval
of reduced ECAC billing factors and a new AER. In addition,
A.82-03-04 includes Edison's report on the reasonableness of fuel
and purchased power expenses incurred in 1981. Finally, Edison
proposes implementation of a Rate Stabilization Plan (Plan). under which 1nnunent
ECAC rate reductions are postponed to offset the 1npac~ of future ECAC rate
increases and major additions to- Edison's rate base.

The scheduled revxszon date for A.82-03-04 is May 1l.
Because of the complex: issues raised in this applmcatxon, the
staff was unable to complete its entire review w1th1n5§he time
allowed. Since Edison's filing indicates that a subséaﬁzzal rate
reduction is appropriate, hearings were held ‘on March 15 - Ma:ch 17,
1982, so that reduced rates may take effect on the May l\xev,szon
date. Further hearings will be held in May to consider Edlson s
reasonableness.report as well as any other issues that were not
fully addressed in tne March hearings. °
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The staff witness abstained on this matter, saying only
that approval or disapproval of the Plan isﬁa policy decision to
be made by the Commission. Staff counsel recommends thati if the
Plan is adopted, it should include a "t:lgger“ mechanism to adjust
ECAC rates only if the undercollected or overcollected balance
exceeds $250 million. J

After consideration of the above a:guments, we £ind no .
support for the Plan. Edison's claim that its customers desire .
and will benefit from the proposal is contradicted by lndustrzal,
agricultural, and- residential customers. Ed;son itself denies the
existence of any financial benefits from t&e Plan, leaving us. with
no justification for the Plan from either the utility or the ) '
customer perspective. Accordingly, we decline to adopt Edison's
proposed Plan. j |

Although we do not adopt Edison's Plan, we recognlze that
seasonal ECAC rate changes caused by swings in the energy mix- confuse
those ratepayers who are not knowledgeable about the sbiftinga
availability of fuel and purchased power £rom Edison's‘suppliérs-
Residential, commercial, and industrial customers are éiscouraged
from planning energy budgets or undertaking long-term investments
in conservation measures as they perceive that electric rates are
£luctuating up or down every;four months. For this reason, we
believe that some speps‘towaﬁd modexating short-temm rate
£luctuations should be taken at this time.

Edison's Plan was based upon forecasts of energy mix and
expense through the end of 1983, a forecast ‘period of 20 months.
Those long-range estimates are,like most economic projections,

necessarily speculative. While we have more confidence in the

accuracy of shorter term predictions, even short term projections

e
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have often been far from accﬁrate. Edison ratepayers are today
receiving the benefits of an unusual combination of circumstances
leading to a substantial rate reduction. These circumstances include
excess oil supplies on the world market, declining oil priées, plentiful
supplies of natural gas, and plentiful availabiiity of puxchased pqwer;
particularly hydro. power. If we were to assume that this combinaﬁion
of circumstances were to continue, rates could be reduced more~than we
have done in this order. We do not think this is realmstlc. Prudent
regulation requires that we not assume the most opt;mlstlc‘set of
circumstances will continue to prevail. 4 ' |

We are also moved by equ;tab¢e consideratlons to br;ng nore
stability to rates. Customers whose . usage is greater in winter ;han
in sumex bore an unusually severe burden this past winter. Rates
were increased substantially in January to cover financial attrmt;on
and to reduce undercollections in the ECAC account. These increases,
coupled with a cold winter, led to bills being much higher this yearx
than last. Were we to take the most optimistic~view and reduce rates
the maximum amourt possible, these customers would receive nome of :
the benefit. Even worse, these same customers would again bear the
brunt of the greater rate increase likely to result next winter. By
somewhat stabilizing xates at this time, Edison's high winter'uéuage
customers can receive some of the current benefits while at the same
time leaving rates for high summer usuage customers only slightly
above last year's levels. We consider this a just and reasonable
distribution of benefits to all of Edison's customers.

Evidence introduced in this proceeding includes 2 forecast1
of ‘Edison's energy mix and expense for May l, 1982 through
December 31, 1982. (Exhibit 8.) In addition, the: record-coptains
alternate computations which are intehded to levelize ECAC rates
through the end of 1982. (Exh;amt 14.) We will use this information
and attempt to stabilize ECAC r¢tes for the remalnder of the year.

The intent of exlﬁpmqg ECAC procedures has been to match
revenues with expenses as cloSei& as possible. Since fuel oil is
Edison's most expensive energy source, the amount of fuel oil burned‘
has become the most lmportant factor in ECAC proceed;ngs- If EBdison
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. can obtain more natural gas, purchased power, or hydro, it will burn .
less oil and ECAC rates should drowm. On the othexr hand if less gas,

.ydro-, or purcahsed zower is available to Edison, then it must burn
more ¢il and ECAC rates must rise. Consequently, ECAC proceediﬁgs‘are
currently characterized as much by the seasonal enexgy mix as by
fuel price fluctuations. We will ask our staff and the utilities to
consider how seasonal ECAC rate changes may be mitigated in the future.
The ECAC forecast periods could be altered, or the recognition of low-
¢ost hyvdro power could be averaged into all ECAC forecast per;ods,even

b
though most hydro power usually is ava;lable in the spring and early
summer months.

We commend Edison for proposing a Rate Stabilization Plan.
Although we do not adopt the Plan, consideration of Edison's propesal
has c¢larified the advantages and disadvantages of :até stabilization.
We will study this matter further in subsequent ECAC proceedings. At
this time, we will calculate ECAC rates in a manner which is likely
to levelize those rates until the end of this vear. |

. V. AER.

The purpose of the AER is to recover in rates the
estimated costs forecast for the l2-month period beginning May 1,
1982 associated with the following:

1. Fuel oil inventory in rate base;

2. The estimated expense for facilities charges
and underlift payments;

3. Gains and losses on the sale of fuel oil; and
4. 2% of the energy costs included in ECAC.
ses from the sale of fuel
Edison has not Loreca‘zuﬁny 26?5 or los € /

sy % .
in the test period: owth¢5thnuxi4md§c ltem-dg&fn-ag7tiieut our
. A .

calculation of the AER.
Fuel 0il Inventorv in Rate Base

The major issue in regard to the fuel oll inventory
component of the AER is the appropriate volume of fuel oil to be
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and progected fuel burn does exzet in the second phase of th;s
proceedlng. If & ffxcxent evidentiary showing is made by T

( we will adjust-the adopted inve ry level of a},mzllzon barrels

" Facilities Charges and““‘-—-____ —
Underlift Payments -

Under Edison's ‘contract with Chevron, a portion of the fuel oil
price is a facilities charge which compensate53Chevron for the
fixed operating costs and capital chargesfreiated to Chevron
maintaining the capability to supply low sulfur fuel oil at a
delivery rate of up to 44 million barrels per year upon demand.
The facilities charge is a fixed payment whick does not vary with
the volume of oil Edison actually receives from Chevron. Edison
estimates that the facilities charge alone will produce a revenue
requirement of $95.473 million to be recovered in the AER.

' TURN opposes 1nclus;on of the facxlltzes charge in the
AER calculation for three reasons. First, TURN claims that sxnce

Edison is renegotiating its contract with Chevron, 1ts contractual
obligation to pay a facilities charge may be reduced or even |
eliminated. TURN argques that inclusion of the facilities charge

under the existing contract’in the AER could bias the current
negotiations.

Second, TURN contends the price terms Edison has
negotiated with Chevron are the least favorable terms it has.
TURN points out that Edison witnesses in other proceedings have

testified that much lower priced low sulfur fuel ell wlll be
avallaole from the Asian market. Therefore, TURN asserts that

the pr;ce texms in the Zdison-Chevron contract will be renegotiated

because of lower prices in the spot market.
|
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desoﬂ also points ‘out that the updated purchase flgurev
from the Pac*fzc Northweot were tentative estimates made by its
witness whofwas not\able to examine recorded data or to commun;cate
with the Paczflc Northwest about his updatcd estimate. Bd;son
furthe: argues that it .would be untaaz to single out one component
of its calculatlon for updat;ng wlhhomt recognizing changes in
other expenses. we agrec w1th Edison on~this matter and will adopt
1ts filed ‘orecast of, Pacxfmc Norshwest purchases.
AlthOugh we are adow.zng Edison's estlmates of fuel and
pu*chased power expense, we do not choose to use its calculated
average ECAC rate of 3. 567¢/kWh. That rate is based upon a four-
month projection of fuel and pu*chased power expense and a four-
month amortlzatlon of the eqtlmated overcollected balance of $103
m;llzon. As discussed orevxouely, we will try to stabilize ECAC
tes through the end of 1982 and\consequcntly WIll use an eight-
month forecast of fuel and Durcha¢ed power expense. That eight-
month £ zecas “is adjusted downward by S1ll. 934 mxlllon £o aecount
for our revaluatxon of SONGS 2 prcruleaue encrgy, In addition,
in the 1ﬂte*est of moderating rate LluCtuaLlons whlch could flow
from ECAC proceedlngf later in 1982, x:om such potcntmal °ourceg
as natu*al gas cost: increases, fuel contract uncertwlntlou; and
changes in fuel mix, we will amort;ze only one-hﬁlf of the es timated‘
overcollected balance at this time. We wxll useian amort14at10n
period of twelve months so that some of thc ovcrcollcctxon isg’
refunded to the winter customers who Contnxbuted to the’ over=
collect;on. The resulting average ECAC ratc of i. 06¢/kWh is shown
on Table 2. n |

-16-
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TABLEVZ

Fuel and Purchased Power Expense _

kWh Sales-May 1, 1982 - , |
December 31, 1982 37,511,000,000

Average Fuel and Purchased s
Power Rate ’ 4.156¢/kWh: -

Estimated ECAC Balance on May 1,
1982 (including Franchise & , ,
Uncollectibles) divided in half - $(52,265,500)

May 1, 1982 kWh Annualized Sales 54,502,000,000:
Average Balancing Rate (.096¢/kWhj
Average ECAC Rate 3 4.06¢/kWwh’

(Red Figure)

VII. Rate Design I

_ w
The overall revenue impact of the above changes is as
follows: '

AER reduction ( .216)
ECAC reduction (1.104)
. 2

(1. 320¢/kWh) *x 54,502 M kWh
= (5719 43 m:llxon) .
(Red Fzgure)‘ |
There is very lxttle controv#zsy about the rate des;gn
to be used. Edison and TURN :ecommend that within the: domestzc

class, an equal reduction to lzfellne and nonlifeline sales

should he authorized. Staff favors: an allocation that preserves

the existing 37%) differential between lifeline and nonli an1ne
rates. ‘
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opportuﬁf%}“to present a witness on conservation and oil reduction
neasures in that case. (PHC-2, Tr., pp. 50-51, 77.) The CEC's
announced'intention conforms with our preference that these
issues be addressed in the context of a general rate proceed;ng.
The assmgned‘ALJ should not permit introduction of the CEC' s
outlined topzcs in the second phase of this ECAC proceedzng.
Findings of Fact :

l. By A. 82-03 04 Edison requests appxoval of a 3+567¢/kWh
average ECAC rate and a .445¢/kWh AER for a May 1 revzsmon date.

2. As an alternat;ve to established ECAC‘p:ocedu:es, e
Edison has cropoged 2 Rate Stabilization Plan whzch is. 1ntend£ ﬁ

to levelize ECAC and other adjustment rates through 1983. " T

3. Under the Plan, an annualized reductlon of $250 m;lllon
would be authorized instead of the $870 million decrease called ‘
for under establzshed ECAC procedures.

4. The Plan' S~pr03ect10ns«through the end of 1983 are
very speculative; stabilization of ECAC rates based on shorter-
‘term progectxons is preferable. C ‘

5. Edison requests a fuel eil ;nventory level of 13.417
million barrels while the staff :ecommends a level of 11 million
barrels. |

6. Edison has used virtually the same cr;ter;a to develop
the 13.417 m;lllon-ba:rel inventory level that 1t used in its
last AER proceeding, in which an 11 mxllxon—barrel level was

authorized.

|
|
1
[

r
7. Undet its current fuel oil contracts, Edison may increase

its take to meet an unantmczpated need fo: more low sulfur fuel
oil. ‘ :

‘ 8. Edison pro:ects an oil bu:n of 10.2 million ba:rel in the |
test year, well below the 29.5 mlllmon-barrel burn progected in
the last AER pxoceedzng, A.60321.

-21-
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" 9., An 1l million-barrel level is appropriate as Edison
haa not adequately demongtrated a need for a higher xnventory

level or ohown changed circumstances Ju tztylng 2 level excced;ng
the prev;ously authorized 1l million barrels.

10. Edison's fuel o;l contract with Chevron reguires payment
of 2 facilities charge based upon a del;vcry rate of 44 n;lllon
barrels of low sulfur fuel oil per year.

11. Edison expects to pu*chace only 5.6 million barrels
of low sulfur fuel oil from Chevron in the test year.

i 12. Under the cu*rent contract,-the facilieies charge is
a £ixed payment wh;ch does not vary with the volume of oil actually
delivered by Cnevron to Ed;son.

13. Edison is reneqo lating its contract with Chevron.

14. The contract prov;sxonf regaréding the fac;lxtxes charge
payment may be rev;sed or even resg¢inded.

15. ZInclusion of thc facilities charge in the AER at this
time is unwise; recovery through ECAC is more approprlate.

16. Edison has not forecast any underlift payments or gazns
or losses from the sale o fuel oil in the forecast period; those
factors do not affect\cg;culation of the AER in this procecding.

17. EdiSon’s forecasts of energy mix and fuel and energy
prices are :easonable those forecasts should be used to calculate
the AER as well as the ECAC billing factors.

18. Based upon the above findings, an AER of 236¢/k’h is
caleculated as shown on Table 1. )

19. Edisen projects an overcollectlon of $103 mmllzon znk
the ECAC account on May 1, 1982.

20. pamortization of one-half of the prOJCthd ovcrcollcctmon over
twelve months is appropriate to moderate rate fluctuations whxch
could flow from ECAC oroce;dlnge later in 1982.
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21. Based upon the abbve findings an average ECAC rate
of 4.06¢/kWh is appropriate. |

22. TURN has demonstrated a need for pzoduct;on of the
Chevron, Pertamzna, and Four Corners Fuel contracts.’

23. Edison has not shown that disclosure of thbse contracts
will be harmful.

24. The CEC proposes to 1ntroduce testimony relating
conservation and oil displacement incentives.

25. The CEC's proposed testimony is more appropriate for
Edison's pending general rate proceeding, A.61138.

26. Since the revision date of May 1 is imminent, this
order should take effect on the date of issuance.
Conclusions of Law '

1. The decrease in rates and charges authorized by this
decision is just and reasonable; the pqéﬁent rates and charges,
insofar as they differ from those orderled in this decision, are
for the future unjust and unteasonable.:\ ‘

2. The authorized decrease should be spread among the
customer classes and within the domestic class on an equal ¢/kWh
basis to conform with the rate design adopted in Edison's last
general rate decision, D.92549, and 1n its last ECAC dec;%xbn,

'D.93895.

3. Tﬁe fuel contracts sought by’TURN'a:e subject td
discovery by a party to thzs proceedxng. |

4. The CEC's proposed presentat;on on conservation and
oil displacement incentives is beyond;the scope of this ECAC
proceeding and should be introduced in Edison's general rate
proceeding, A.61138. i ' |

5. Since this is an 1nter1m opxnxon, the adopted AER
is set on a subject to refund basis; retroactive revision of:
the AER may occur in the second phase!of thxs,proceedxng.

1
I
|

i
!
|
|
I
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’ INTERIM ORDER

IT IS ORDERED that:

1. On or after the effectxve gaze of this order Southern
California Edison Company . (Edlson) rs—eqiha::zzﬂzto file with this
Commission, in conformance with the provisions of Genetal Order
96~A, revised tariff schedules :eflect;ng the following changes-

a. Energy cost ad;ustment bxll;nq factors:
Lifeline 2.262¢/kwh, nonl;felxne domestic
4.951¢/kWwh, other than domestlc'4 286¢/kWh.

b. Annual{f?ergy Rate (AER) of ?36¢ kWh .
S Lo/ 74
The tariff schedules, become effectxve on—Me;(i- §2 eﬁ—é—deys—eﬁeer—‘z
£i34 Fied e ‘ |
‘ B
2. Edison's :nterlocutory Appeal to:the Commission is
denied, and the ALJ's rulings: are affirmed.

\

3. Edison shall release the fuel contracts requested to
TURN. ‘ ‘ '
4. The ALJ shall not permit inttoduétipn by the California

Energy Commission of conservation and oil ﬁeduction incentives in
the second phase of this proceeding. 3
3. The AER is set on a subject to refund basis.
“' This order is effective today.
Dated 231982 , at San Franc:'isco‘,'_California.

JOHN E. BRYSON
President "
‘RKXQQE>D CRAVELKE




