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In the Matzter of the Application of
SOUTEERN CALIFORNIA EDISON COMPANY for
Authority 7o Modify its Energy Cosz
Adjustment Clause To Decrease izs
Energy Cosv Adjustment Billing Pactors
and To Increase its Annual Energy Raze
in Accordance With Commission Decision
No. 82=12-105; to Maintain izs
Presently Effective Catalina Znergy
Cost Balance Adjustment Billin

Pacvor; to Increase the S<teel
Surcharge Adjustzment Billing Pactor:
T0 Increase the Electric Revenue
Adjustment Billing Factor; to Make
Cerzain Changes to its 0ffsev Tarifss
and Procedures Which May at Some

Date Result iz Rate Level Changes; and
" %0 Review the Reasonadleness of
Edisoxn's QOperastions ia 1982 and
Certain Reasonadbleness Issues Relased
To Commission Decision No. 83-01-05%.

Application 83-03-36
(Pile¢ Maren 10, 1983)

Iz the Matter of the Applicasion of
SOUTEERN CALIFORNIA EDISON COMPANY
for Auvthority to Implement ivs
Proposed Rave Svabilizastioz Plan by
Reducing its Energy Cost Adjustmens
Billing Factors, To Reduce its Anzual
Energy Rate, ané to Mainztain its
preseatly effective Cavalina Ezergy
Cost Balance Adjustment Billin
Paczor.

azion 82-03-04
Mareh 1, 1982)
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Normalizazion; Roderz M. Loch, 7. D.
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TTorneys av Lew, STor San Diego Gas &
Electric Company; Allen R. Crown and Antone
S. Buliech, Jr., Attorneys at Law, for
Celifornia Farz Bureauw rederation; Rov
Alver, Atvtorney at Law, for Indepencen:z
Energy 2roducers Association; Lisa S.
Tranklev, Attorney a7t Law, for CeLizoraia

nergy Commission; and Robert E. 3Burs,
for California Manufagturers AsSsociavion:
intTerestec parties.

Preda Adbozt, Avvorney at Law, and Jess
Q'Donnell, for <the Commission sta?s.

INTERIM OPINION

I. INT20DTUCTION

By Applicasion (A.) 83-03-036 £iled Mareh 10, 1983,
Southern California Edison Company (Zdison) requests authority o
reduce its raves by $48.6 million and vo make cersain tarifs
changes. The rate reduction is The net result 0F a proposed Energy
Cost Adjustment Billing Facvor (ECART) reduction of 8190 million, an
Arnnual Energy Rave (AZR) increase of $104.8 million, Steel Suarcharge
Adjustzent Billing Pactor (SSABP) increase of $18.1 million, 2nd an
Zlecvric Revenue Adjusvment Billing Factor (EZRABF) increase of $18.5
million. This proceeding is also the amnmual Energy Cost Adjusiment
Clause (ECAC) reasonableness review for Edison.
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Following 14 days of public hearings, this matter was
stbmitted in two stages: oral argement on forecast issues that
relate to the calceulation of rate factors., and written bdbriefs om the
reasonableress issues that may be resolved by adjustment to the
balancing account, In this decision we address the forecast issues,

II, 3ACXGROUND

By Decision (D.) 82-12-105 the Commission m=wdified the ECAC
procedure as applied to Edison to provicde Zor ECAC recovery of only
90% of net fuel and purchésed power costs, instead of 98%. The
remaining 107 is wecovered through the AZR. In this proceeding we
complete the transition from the 2% to the 107 AER,

By D.83-02-076 the Commission adopted certain further
modifications to ECAC procedures, Although those changes <o not
yet apply to Edison, some of those policy considerations are reflected
in this decisiom.

III. SUMMARY

By this decision Zdison is orcdered to implement rate
reductions 0f $147.0 million. The reduction is the net effect of an
ECAC reduction of $261.9 milliom and AER and ERAM imcreases, The
lifeline rate is reduced by about 3,4%. The domestic nonlifeline
rate is redueced by about 4,0%,

The ECAC revenue requirement is derived based on Edison’s
estimates of hydro, purchased power, and zas costs, adjusted to
reflect purchased power available on episode days. The ECAZF is
based on a l2-month forecast period and lZ-month amortization of the
balancing account,

IV. RATE STABILIZATION

ing the course 0f the proceeding various informationm was
resulting in a2 net larger reduction that could dbe implemented.
Edison proposed that the Commission limit the
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.:-educ'cion That will result from this application %o vhe $48.6 zillion
originally proposed in ivs applicavion, with tThe balance To bde
preserved while the Commission examines rate crabilization.

Edison points out that over The nexT Two years it
anticipaves several majo} increases in base rates, reflecting San
Onofre Tnits 2 and 3, <he 1984 attrivion all owance, Palo Verde Uaiz
1,.2nd The next general rave case. =IZdison estizates a nes impact of
$1.25 dillion from these increases, assuzing no changes in ECAC raves
due 0 increases or decreases in fuel and purchased power expense
other Than that realized due T0 & reIura To average year aydro
availability and use 0f current cost levels.

Edison warns that any reductions in ZCAC rates that are of
& Temporary nature would only serve 3o exacerbate the =ate impacts on
Edison's cusvomers, since rate levels must be increased at such Tize
as overcollections in the ZCAC dalancing account are amortized.
Edison suggests That one way o mitigate The sudden and volatile
impacT on rates of The T0Tal revenue requirement would de To dlend
rate increases and decreases, so That the resulting raves o
cusvozers would change in a more gradual fashion than they would
under Iraditional ravemaxing.

Edison offers a Deferred Revenue Recovery Plan that would
consolidate the effects of 2ll changes iz rates resulting froz
Edison's rave~related matvers before the Commission {530 Two
semiannual rate changes each year through 1985. 2dison proposes thas
an increase ranging from 5 to 10% would be authorized seniannually <o
coincide with ECAC revision dates. ZEdison invends that Commission
consideration of all rave change applications and autaorization of
such changes would follow traditionzl procedures and %iming, with
base rate increases offset by an equal ECAC rate decrease so thas
tThere would e no nev change in the total rate level. Any revenue
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requirement amount associated with the change <what exceeds <he
projected fuel savizngs would acerue in the ECAC dalancing acecouns.
General rate cases would follow the Two=year Rate Case Plan cycle
authorized dy D.82-12-072 ané be offset on the effective date of the
Commission order authorizing such increases. Revenue reguirenmencs
changes authorized in the major adjustments 0 rate dbase Type
proceedings woulé be incorporated in whe Plarn on the effective date
of such decicsions. Similarly, 2ll other offsess =0 authorized
changes in rates shat €0 noT coincide with <he senisnnual rase

* L4

increases would accunulate in the ECAC dalancing accounsz.

Béison stavtes that it reised in this proceeding
because of the opportunity that exists wicpe before a large
ECAC reducvtion is granzed. Edison suggests That the Conmmission
consider abbreviated addivional hearings or generic proceedings 7o
exemine The issues.

The Commission st2ff (Staff) objected 1o the introduction
of Zdison's rave stabilization testizony oz the dasis that Szalff had
20t heé sufficient opporzunizy <o analyze Zdison's proposal and offer
ite own salwernatives. vaff askzed for an opporvunity To address rate
stabilizavion again in about 2 nonth, alter fursher reviewi:n
Edison's showing.

Toward Ttility Rate Normalizazion (TURN) s<rongly oblects
To rave stabilizazion. TURN convw nas That iv would be entirely
inapproprlaze for the Commission To delay the raze reductions thaz
are in order, in light of <he large overcollection in the ECAC
balancing account. 7TURN argues that there are no benefits %0 such a
plan and suggests that Edison is motivated by cash flow
considerations.

The California Manufacsurers Assocission (CMA) also opposes
the implementation of rate s<edilization in this proceeding. CNMA

e o

tates that each ¢case should be decided on its own merits and
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warns That if stadilization is allowed w0 become a part of eacn casge,

taen maTters become much more cozplex with many uncerzainties
introduced. CMA suggeswS That The ravepayers should de warned of zTne
risk of large ravte increasges and allowed vo zanage Their own zoney Iin
rder vo provide the means o pay.
Rate stabilizasion Lz a werz used frecuently in Conmmission
Svabilization nas been z conzideration in resolving
as Tne frequency of ECAC revisionzs and the zppropriave
alancing account amorvizavion perioed, as well as scheduling dase
rate and offset rate changes. We consider svabilization an imporiant
factor that should de publicly c s it was in this case, and
we nave no objection to Zdison Kb i
this proceeding.

n wne record in

BEowever, we are not inclined %o undertake swabilizaztion on
the scale proposed by Edison ir s proceeding. We find <he
benefits of rate stabilization ag proposed nere are insufficient <0
offset The negative impacts That migat resuls.

Several of The matvers included by Edison in izs overview
of rate impacts are nighly controversial. Ve are concerned thav the
type of stadilization proposed by Edison would distract the pudlic's
attention from the merits of such proceedinges and direct It insvtead
To stabilizavion, parzicularly since the firss large increase would
occur while the overcollection in the ECAC balancing account was The
highest ever.

V. ZECAC _AND AZR ISSUEZ

reciprocal relavionsaip, ECAC 2and AER
S : asonahly addrecsed together, depending on the resolution
of a single izszue: <he forecast period.
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Tne ECAZP has heen calculated based on a 4-nontn forecast
period. The AER nhas been calculated based on a i2-month forecasw
period. Zdicon proposes vo use o 12-zonvh forecast period Lo- botn
calculations. Svaff proposes tnat tae ECAC calculation remain on a
4=n0n72 basis. IZ both the AZR and tne ECABF are caleulated on a
12~m0nth dasis, the same forecasy is o for both. IL the 4-monva
period is used for vthe ECAZRF caleulation, then two different
forecasts are necessary.

The 4-montn forecast period allows Lor greavter cervainly
regarding the accuracy of the estimates. Depending on The specifi
conditions, use 0 the 4-nonvth period can produce aigaer or lower
rates than use of the 12-month period. In vhis instance use of The
4-month period for calculavion of <he ECABF would result in & larger
rate reduction because of the xnown ouvloox for aydro anéd purchased
power Lo the 4-zonth period compared To the 12-month ouvlook.
According to Exaiditv 61 (revised), EZdison ez ves a nev reduction
of $121.2 million on a 12-monin daciz, while stal? calculates a ne<x
reduction of $222.4 million. Using 4 monzns' dava, Zdison's
reduction would be $701.5 million, while Szaff's would be 3$%60.3
million.

AlTaough are some advan:apes 10 The use oL the
4-ponth period, we the 12-month period for botan vhe ECAC ané
AZR caleulations in T proceeding. The 12-p0nTh period was adopzed
in D.8%-02-076 az <he baszis for ECAC f£ilings under vThe modified
procedure. We see no reazon to delay its implemenvation.

The 4=-nonth foreca
seasonal changes in cost ver, wae amortization of a large

T period doez 2llow ratez ¢ reflectT
5. e
balancing account balance diszo:ts vae effect of sezsonal

3
=
)

riavions. Tre most likely resulvt of vhe use of the 4-monta period

..
S sioply more frecuent andéd larger rave changes.
. Eydro P:oauct*on
Zdicon estimates that 5684 gigawatt nours (GWH) will ve
produced by aydroelectric generation ¢uring ,ne Jest period. 3Stalfl
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.eS'zima-aes that 6042 GWE will be produced. CMA supports Stalfl's

- Vet

position.

Béison states that its estimates are based on all-tinme
record runoffl levels for a full water year that impacts Zdison's
hydroeleciric generas<ioxn, 245% above average yea* conditions. Tor
May, June, ané July iz <the forecast period Edison's largest hydro
systen is forecast T0 operaze a% 100% capacity 'ac ors, SO Thavt 2o
further increase is poscidle. In August of the forecast period
Edison forecasts a 92% capacity factor, signifying full operavion of
the units in whe early parts of The mozth, and reduced levels in tThe
later part 0f the month due %0 reduced {in-flows <0 T

The new water year for Ediszon begins in Ocvoder.
argues Thavt runoff cannot be predicted in the new waver year except
by looking a% average year condivions, because weather aflects water
runofl levels so zuch. Eéison ¢laims <hat its average year hydro
p-oduc ion assumpzions are bdased on 108 years of historical dava.
The production levels Zdison assumes <or QOctober, Novezher, and
Decenber are baseld in part upon average year assumptions. However,
the production levels forecass by IZdison for these noztihs are grease
than <he average year levels in recognitioz of the impact of an above-
average runoffl in the early part of The znew waver year resulting frox
high levels of snowpack. The average year precipivation assuned in
the znew water year svarting October 1, 1883, resulis in EZdison's
estizate 0F near norzal producstion levels sTartizg in January, 1984.

tall's estimavte is deriveé by ra<ioing 2dison’s original

forecast by 2 factor 0F 10 over 9. This adjustment was nade %O

eflect sTafl's opinion <hat the abuxndant rainfall aznéd szowpack
should provide the ezergy equivalent vo the 1982-87 AER period.
Staff argues that the end of the water year is a very coavenient
neans of assessing hydro availabilivcy, but the weather does 20T
recognize such fine éistinctions. S3aff observes érily <that <he
water runoff and snow melzt don't change between Septexmbder 30th and
Octobver 1ss.
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. Staff also cives with approval the <tes imony o< Robert BurT

of CMA regarding weather cycles and the prospect that this sunzer
will be relatively cool, while the next year will also Ye relatively
weT. 3ased on such evidence, CMA characterizes the Svafd
recommendation as conservative, and recommends thav it be adopved.

C¥A also expresses reservations regarding the concept of
The AER. CMA poinss out that the parvies are arguing abdbous exirexzely
variable numbders vhat are impossidle o xnow and adout which very
large differences of opinion may exist among reasonsble men. CMA
staves Thav recommendations may be supported nore vigorously waen &
balancing account correcIs any error. IT Suggests tThat <the
Commission should consider whevher t¢0 reduce <The AZE percenvage.

Zéison points ocus that Staff's assumprtions reflect greater
production than Is possible in the months of May, June, and July of
the forecast period.

We are savisfied That Zlison's estimate Iis reasonable and
should be adopted. The adjusteld average year dava is more reliadle
for purposes of <This proceeding.

We don't mean T0 dexean CMA's evidexnce regarding clinave
and The prospect Lor anotner wet year. The point of average year
ratemaking methods is that estimaved resulvs egual recorded resule
over time. T¢ The extent that we depart froz average year ¢oncepts
To forecast a wetT year, we also have to be prepared To forecast a dTy
year. 3By forecasting The weather we take <The risk That estimated
results will never egual recorded results. Thus we adopw Zdison's
adjusved average year dzza

Edison has recognized The residual effect of the remaining
snowpack by ivs adjustmenvs vo Octoder, November, and Decexber daTa
Thereafter, average year data is reasonadbly used, because <there is no
evidence in the record To indicate any substantial above average
runoff into the 1984 calendar year.

C. DPurchased Power

Edison estimazes that 14,819 GWI will be provided by
purchased power. Staffl estimates that 17,197 GWE will be supplied by
purchased power. CMA supporvs Staff's position.

-9 -
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. Edison states that 1983 purchases during the AER period are

expected 10 be slightly lower than 1982 record levels because Edison
is forecast o de experiencing minimum load conditions much more
ofven In 1987 than it did in 1982. Purther, Bdison claims i%s
updated £iling results in full use of Pdison's availadle transmission
capabilizy, while during the AER forecas< period Edison does nov
expect To have the ability To use the unused porzion of the Pacifice

- e

Intertie owned by ovher entivies, as it 4id in 1982.

Talfl cerived ivs estimate of purchased power vy ratioing
Zdison's original forecast by a factor of 33 over 27. Staft ssserts
That expected hydro availadility in the Norzhwest frees up addivional
purchased power from the Norvthwesy and alsoe The Southwest. Stace
stavtes that Edison is projecting thet the amount of power it will
purchase is only adout 66% of the amount it received during <he
calendar year 1982, while the $:aff's estimaze is abous 76% of the
1982 recorded. Staff argues tThat due o The increased availabilicy
of hydro in the Northwest and becsuse of <he upgrading of =<
transmission lines from the Northwess, there {s no reason
zajor disvinctions that Zdison makes detween 1982 and the forecass
period.

CMA makes the same points regarding purchased power thav
makes relative 1o hydro. T characterizes the Svtaff posiztions as
conservative.

Edison states that Staff's method implies Purchases Lrom
the Pacific Southwest That would exceed the 2ll-time record purchases
by 17%. -

Zdison has estadblished vhat its esvimastes were reasonadle
aT The time they were made. Again we state our preference <£or
average year ratemaking methods for such matters as purchased power

and hydro. The Staff method puts %00 muchk emphasis on the previous
year's recorded dava.
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. Edison has made an effective showing regarding sysven load
condivions and Pacific Northwest transmission limitations. However,
an adjustzent 30 its purchased power estinaves i{s nevertheless
necessary in order vo reflect gas rate design implications, as
discussed helow.

D. Gas Coszs

By D-83-05-056 issued May 18, 1983, vhe Commission adopved
new rates applicable o gas sales by Southera California Gas Company
t0 Edison. This decision provides for swo different raves, depending
on when gas is served. On non-episode days the gas rave is indexed
70 The 5potT price of low sulfur waxy residue (LSWR) wivh the index
seT at 48¢ per vherm, and a floor of 41.196¢ per Therm. On episode
days (days when electric utility generating stazions located ia <he
South Coast Air Qualizy Management Districet are required To durn all
available gas) the gas rate is 56.656¢ per <hern. Zdison was allowed
v0 file a lave~filed exhibiv setting forth its esTtimate 0f gas cosTt
for the forecasvt period, and staff was allowed o file a reply

.exhi‘oi'z. The esTimates vary in the amount of <he gas durned (a
function of tThe differences in purchased power and hydro estimaves),
the projected non-episode day rate over the forecast period, and <he
numder of episode days.

On June 14, 1983, Edison filed a pezition w0 set aside
subnission and reopen proceedings for the purpose of <axing
additional evidence on tThe issue of the appropriate gas price To de
used for calculating the ECABF and AZR. Specifically Edison requesTts
that additional evidence be <Taken on the non-episole day rate
estimnated ©o be in effect over the 12-ponta forecast period and The
nunber of episode days forecast TO occur over The 12-month period.

In support of its petition Edison svaves that it projecved
The price of non-episode day gas based on ivs projection of the spov
cargo prices estimated o be in effect for LSWR in Singapore during
the 12-ponta forecast, while Szaff used 2 conmsvant price of 42.507¢
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- per Therm over the period. The difference in esvimated raves results
in a difference in expenses of about $77.6 million over The 12-mont
period. With regard 30 episode days, Eéison estimated 100 episode
days during the 12-month forecasst period, while Staff assumed 80
days. The difference in estimated episode days resulzs in a
differeance in expenses of adbout $15.9 million.
Edison argues what these issues should be examined further

because 10% of the differences (adout $9.4 million) is sudject %o tae

AER, which is nov subject To future adjusimens. =Zdison contends Thav
the AER can only serve the Comnissioa's insent of providing an
incentive o the uvtility To manage fuel costs To The extent iT is
based on reasonadle estimaves of expenses over <The AZER period.
Edison asserwts that it should have the opporIunizy o preseat
evidence To show the reasonableness of its esvimazes ané The

avalidity of Stafs's.

In izs reply f£iled June 23, 1983,

estimates are derived from D.83-05-056.

extent Edison proposes o use different
D.83-05-056, it shoulé be seexizg rehearin

vaff also argues <hat additional hearings as

Edison would require several months for analysic and development.
Staff proposes instead thavt the number of episode days be reviewed in
Edison's next AER proceeding. S<taff suggests that the AZR set in
this decision be designazed for atdjustment iz that proceeding <4<
aecessary.

While Staff has reasonadly based iTs estizates on the
figures adopved in D. 83=-05-055, we are persuaded shat those Zigures
are not extirely reliadble for purposes of <Thics proceeding. Those
esvimaves were used for calculating the amount of revenue The GN-5
ratves would generave, 20T for setting The raze. Therefore Eéisoz
would have no claim in thav proceedirng that The figures were
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nreasonable. nTil the estimaves are applied in this case
that Edison has a svake in the accuracy o5 <the assumprions. tafl as
much as admits the inadequacy of tThe data iz the earlier case when i<t
Tates that reopening vhis matter would not de necessary if it had
already beexn done in conjuncuion with D.83~05-056.
in view of the impacT ox 7d-sou, our choice is eizher <o
reopern This proceecing or To adopt Edison's estimates. TUpoxn
exanining the maverial sudbmitved by Edison we are satisfied that it
has reasonably projecved the gas rave applicadble <o non-episode days,
as well as the number of episole days. We adopt Edison's esvtinates.
Therefore reopening is not zecessary.
Eowever, we finé that Zdison has not fully analyzed <he
implications of <he episode day gas rate adopred in D.83-05-056. The
relatively high price that Bdison will pay for gas on such days means
That Edison can pay more <han ovherwise for pu'chaﬁed power. This
point is made by Zdison's own witness, Tesvifying wivh regaré <0
purchased power generally:
"Well there are really <wo facvors which relaze <0
{7 (the amount of purchased power). Ozne is <he
price of power available...from our neighbo'in

utilivies, San D;ﬂgo a“d Pacific Gas ance Z1 ric
(PG&Z), and <he oTher ig availabiliz

"Barly on S year <he price of gas <o Edison was
$5.50 per millio +u, which was substantially
nigher than PG&E's prices, and resulwed in
large amount of transactions...

"IL you have a lar ge price differen ce, then,
ﬁa-u-ally, The utility that has a higher price
would Tend_To buy more. We were <he ones with a

igher price, so we were duyizg a 10T more from
PG&E this year than we would have the previous
year, as an exazple

"The second factor is that this has been a recoré
hydro year for PG&E, and they bave had large
anounis of surplus power available To thex that
they have been selling tTo us.
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"So 17 was a comdinavion of availadilisy and pri

in 1983 <hat led 7o a substantial ‘nc*ease in
activity, as far as our purchases from California
utilities is concerned.”

Since the price relationship will be reestadlisned on episode dayse,
and the hign levels of hydro will continue through the sumzer when
episode cays are most likely, we £ind that Edison has overstated <he
volumes of gas that it will buy at the aigher rate, ané underssated
The azount of purchased power vhat is likely <o be availadle froz
such sources as PG&E ané SDGEE and Thas are 10T cons<rained x4
transzission limitazions.

Neither Edison nor $taff offerel any estimate of The azouns
of additional purchased power related To The episode day rate.
Eowever, based orn Zdison's estimates of pu-chased power during <he
summer months and the recorded purchases for the early part of 1983,
we Ziné tThav The Szaff estimate of episode day gas cosTs &
reasonable. Therefore we reduce EZdison's estimate of gas cosTs by
$15.9 millien.

Late in the proceeding Zdison revised its estimate of gas
CosIs To reflect the addivional gas burn required by the continued
outage oF San Onofre Nuclear Generating Station No. 1 (SONGS 1).

TTRN obJjected to Edison being ellowed To offer <ris inforzetion,
arguing that Edison withheld informazion until The end of <he case.
IURN contends that whe delay in operation of SONGS 1 may bYe related
T0 Edison's unwillingness TO0 accede T0 requests of Nuclear Regulazory
Comnission svaff and perhaps unreasonadly delay the restart of Tae
Tacility. TURN states that inclusion of the uplated SONGS 1 davza
would amount to 2 decision on the merits regarding the reasonadleness
of Edison's acvtions. TURN warns thas if the one=year delay in the
operavion of SONGS 1 is sudbsequently shown To Ye unreasonadle, oaly
90% of replacement fuel costs could be disallowed because of The AER.

Edison responds vhat it did not deliderasely withhold any
information regarding SONGS 1. Edison argues that the impact of <he
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AEZR reguires that it Ye allowed <o present The latest availsble
informavion. Edison staTes taav the reasonadleness of {ts actions
with respect to SONGS 1 are subject To review in this proceeding or
1982 and will be a subject 0f nexst year's annuval review proceeding
for 1983.

We agree that Edison was properly allowed <o updaze i%s
showing. TURN has not shown that Edison delidberately withheld
inforpation or that <There is any prejudice o0 The r vepayer Lrom The
late amendmen<t ozhe‘ Than The higher energy coste, which would have
been the same if there had been an earlier anendzent. We are
satisfied that the interest of the ravepayer is sufficiently
protected by the review process. TURN's proposal would foreclose the
utilizy from ever recovering 10% of the replacement Pfuel costs i
Edison's actions were found <o bYe reasonable.

E. 3Balancing Account Amortization

Zdison and Staff agree thav 12-month amorzization of the
overcollection in the balancing account is reasoznable in This
insvance. Svalf goes further ané proposes that 12 monthe’
amortization be esvablished as vhe rule 0 bYe applied in every
instance. CMA supports Szaff. Zdison argues that the Commission
should revain flexidilizy to adop: an amortizasion period Thaz
reflects circumssances existing &t the Time rate levels are se<T.

Stafsd Tes that ECAC raves should always be ses as
accurately as poss:ble and thav the amorvization period should noT be
changed based on the range 0f over or undercollections. Talt
contends that the amortization period should not be used to normalize
variations in fuel costs, and that <the amorzization of zhe balancing
account should not be based on rate svadilization.

Edison warns that such & policy will only operate 30 ensure
That The balancing account balance will noz approach zero. ZEdison

statves vhat the rate levels will bde set on a 12-monzh bagis, and. then
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changed every Tour TO six months. IL the ravtes are changed every
four 0 six months and the balance in <he balaneing aceouns is
amortized over a 12-month period every Time there is o ratse change,
the balances will never be amorvized.

We see no reason to depart from the flexidility of <he
current procedure. Although 12-month amortization may be geserally
reasonable, we can envision circumstances when a longer or shorver
period may be appropriate. We 30 consider ravte stadilization a
legitinmate consideration in deciding the appropriave anortizavion
period.

F. Revenue Reguiremern

Based on the foregoing discussion <he adopied ECAC
adjustment rave calculation is shown in Table 1. The presext average
ECAC rate is 3.477¢ per kWn. The adopved average ECAC rate is 2.989¢

per kWh. Based on adopted sales, the amortized ECAC revenue ef<ec~
is a reduction of $261.9 millioxn.
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. TAZBLE 1

SOUTEERN CALIPORNIA EDISON COMPANY

Revised Caleulaztion of the Average Energy Cost Adjustment Rate
Por a MNay 1, 198% Revizion Dave
Baged on Twelve Nonths' Exvense
13000 yd

Forecast Period Exnense

0il $ 6,687
Gas 1,755,629
Coal 103,841
Yuclear 5,629
Geothernal -
Purchaszed Power , 501,849
Mono Power Coapany FPuel Service Crharge 12,840
Subtoral ’ y
Revenue frow 0ff-Sysvex Transactions 28,860

Revenue from Sales of CDWR & APPRA 4.281
Poval Tuel and Purchased Power CozIs 2, ,
Costs Associated witn Fuel 0il Invenvory

Pacilivies Charges

Underlift Pazyments

Gains or Lossec on the Sale of Puel 0il

Less: ZEc¢ononic Dispaven Adjustment

Less: ZEpisode Doy Adjusiment

Toval Puel anéd Purchased Power and Other Cozte

(Continued)




TABLE |
{Continued)

Forecast Period

hengration Expense Sales
Item M“ kWh $M M“ kWh

Total System 62,862 $2,429,153 -

Lesst Resale (Included Above) 4.1951/ 162,106
Total Subject to ECADF 58,667 2,267,047 53,683

LLess: 10% of Fuel, Purchased Power
and Other Encrgy Costs
Recovered in the Annual
Energy Rate . 226,705

Subtotal 2,040,342
Plus: Franchise Fees and 2/
Uncollectible Accounts Expense 20,870 -

Average Fuel and Purchased Power Rate é,061,212 53,6592/

S5q/ul/eTe ¥0-£0-T8°Y “9£~£0-£8°Y

AVERAGE BALANCING RATE

Estimated Balance in the
Energy Cost Adjustment
Account on May 1, 1983 {452,298)

Plusi Franchise Fees and 2/
Uncollectible Accounts Expense {4,626)~=

Average Balancing Rate {456,924) 53,6592/ {0.852)

AVERAGE ENERGY COST ADJUSTMENT RATE 2.989
{Red Figure)
1/ Based on Resale Generation to Sales Loss Factor of 1.26% derived
- fl.’()m 0082"'2"055;
2/ Based on the rate of 1.0125 derived from D.82-12-055.
3/ Adjusted 24 M kWh for Schedule DE discount.
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. The adopted AER calculation is shown in Table 2. The
reveaue requirement is derived by <axing 10% of line 22 of Tadle 1.
Based on adopted sales, the anzuslized revenue effect is an increase
oL $93.4 million.

DA3LE 2
SOUTZERN CALIFORNIA EDISON COMPAXY

Revised Calculazion of the Anzual Zner
For a May 1, 198%, Revision Daze

Ite M2 Xwn
Revenue Reguiremen<

T0 be recovered iz The

Annual Energy Rave $226,705
Adjustment £or Franchise Fees and

Uncollectible Accounts Expense 2,319
Total Revenue Reguirenens

(Sum of Lines nd &) 229,024

Porecast Sales x2 kwh

Toval Salec Subject To ICAC 53,5683
Adjusiment Lor Discounss 24

Porecast Adjusted Sales 53,659

Annual Energy Rate-¢/kWh
(Line 6 éivided by Lize 10) 0.427
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G. ECAC Recovery of Payments To Chevron

Edison is currently iz lit*331101 with Chevroz concerning
Edison's termination of ite conir with Chevron. ZEdison has znov
projected underlift payments, facility charges, or any damages 0 be
incurred during the AZR forecast period. Zdison swaves that in the
event thavt damages or other payments could be made <o Chevron iz
resolution of that litigation, Zdison will expect To recover tThose
costs Through ECAC, subject 10 a future reasonableness review of
Those payments. Since the anounts are currently unpredicvadle
Edison is reguesting vhat {T be permitted To recover 100% of <he
costs inm ECAC. Edison claims that <his is The same treatment the
Commission adopted for similar reasons with respect T0 faciliwy
charges in D.82=04=119 and That ivs posiztion is also supported by
D.83-O4-089 (PGEE).
aff objects %o EZdison’'s reguest. Stalf argues that <he
sion should nov approve ary recovery mechaxnism in advange.
ead Staff proposes that Edison come before the Commission afser

. itigavion is comple.e and reguest recovery of its cosTs.
We are persuaded <hat EZdison is exntizled <0 ECAC recovery
of such paymeants, sudbject tTo reasonableness review, as provideé by
D.82-04-119. To the exvent such payments are due, the apount will be
certain and will not relate to future fuel ¢osTs. There is no reasoxn
10 include such costs in the AER.
H. XYuclear Waste Disposal Costs

On Decezber 20, 1982, Congress passed the Nuclear Waste
Policy Act of 1982 (Ae%), which, among other things, estadlished a
nandéatory fee, effective April 7, 1983, for <he disposal of spent
nuclear fuel or high-level radiocactive waste based on elecwtricizy
generaved by nuclear power planis. In adédition, a one-tize fee for
spent fuel previously discharged £rom <he reactor prior To April 7,
1983, will be estadlished.
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‘I’ AT tThe time of the hearing Edison was in the process of
negotiating & contract with the Departzent of Energy (DOE) that will
convain the formulae for esstablishing the toval payment Lor nuclear
fuel disposal costs. Due w0 the uncertainiy of <the amounts and
methods of calculating the total payments, Edison was not able To
forecast tThe amount of the expense for <the forecast period. Edisoen
requests that vthe Total cosis for nuclear fuel disposal be sudbjees w0
100% ECAC recovery when the payments are made.

Presently, the cost for nuclear fuel disposal has deen
reflected in the development of base rates. Edison argues thavt all
cosvs associated with The Act should be recovered zarough ZCAC, as
ECAC recovery will more closely mateh the benefits wivh the cost of
nuclear generavion tTo the ravepayer.

Zdison proposes to adjust base raves in tae first ECAC
revision subsecuent 10 The sevtlement of <the method of calculating
votal nuclear fuel disposal cosvs. Once the formula for caleulating
the nuclear fuel disposal payment is eszeblished in the DOE coazrace,
Zdison states that it will be able <o forecesty the expendizure and
future payments for purposes of vne ECAC ané AER calculations.

Taff points out thav Zdison was authorized $16 million
base rates for nuclear fuel disposal cosvs (S8 million im 1983 and S8
million in 1984). taff states that sinply because Edison chooses 0
request compensations in the ECAC/AER forum for costs related o
nuclear wasve disposal is no reason for disregarding the $16 million
previously authorized.

We find thar Edison's proposal does not disregard the
previously authorized $16 million, is comprehensive, and saould be
sdoprved. Edison's Treatment of the previously suthorized base rase
component p}ocec:s the ratepayer from overpaymenv, while the future
ECAC/AZR recognition ic appropriate, since The expense is so

obviously Fuel relaved, and tThe amount of <he expense ig direcily
related vo the amount oL production.
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I. SONGS 2 Commercial QOneration

At thiz Time the cozmercial operating date of SONGS 2
remains uncertain. Edigon requests that iv be permivted To make
appropriate adjustnents to its ECABF and AER raves coincident with
the implemensazion of raves vhat reflect the capital and operating
costs, exclusive of fuel, relaged to the commercial operatvion of
SONGS 2. Svaff nas offered a tadble that illusvrazes zhe adjustments
for various operating dazec and recommends that the AER adjustment de
auromatic upon advice letrer £iling.

We agree whavt Ine ratvte cnange should occur sizultaneousl
S0 That Tae ravepayers pay only The nev a sulting £rom SONGS 2.
The amount of the adjustment will De a funevion of suck concideration
a8 the capacity factor adopred for SONGS 2, nuclear fuel prices, and
system heat raves.

J. Tuel 0il Inventory Adjuciment

Among mavtters under ¢on i in QII 82-04-02 is <he
conceptual ravemaking treatmens © inventory. =Zdison
proposes 1o make appropriate adjustments vo the ZCARF and AZR ravec
wnen the criteris for ravemaking Treatzent a2re established. Thails
request is reasonadle.

VI. STEEL SURCEARGE ADJUSTMENT CLAUSE (SSAC)

sTic cuss

e provisicns of
Calevlation of <t is baged on 7Tne
Totributadle TO Tnoce customers wno are villed on
r Rate Scaedules and a2utnorizasion of The 3teel
ment Account balance.
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Based on Edison's updaved chowing, the SSABF is 0.049¢ per
¥Wh, yielding abdout $15.5 million annualized, applied 3o sales
aubject to the SSAC. There ig no sue regarding <this caleuwlazion.

VII.

.

The purpose ¢f the ERAM L: revenues Taat are nov
sudbject ©o balancing account Treatment for cnanges in revenue due 30
fluctuations in sales and ovner Hilling deserminants £rom tihose used
to develop aushorized rave levels. Currently, vhe ERAM provision
reflects in rates Tae difference dezween tThe authorized level o Base
Raxe and AER revenues and recorded Base AZR revenues and
incenvive payments related o vae Ther Torage Load Management
Program. Tne ERARBF is subject vo revigion twice a year, coinciding
with ECAC proceedings. Bazed or Edison's updaved showing, Tne azount
of revenue reguired by ERAM iz 2bout $21.5 million on an annual dasis.

I : nitial implementation proceeding for Zdison's
proposing & rate, Zéison aas filed a proposed
Stafs accepts Zdison's ealculation of The
ison's propoced tariff provision. 7Ihe
difference between the parties is summarized in the excerpt Irom The
oral argument of Edison's attorney avtached as Appendix A.

Tais iz o nighly <ecnnical complex zccounting igzue thas is
nos readily recolved in an evidentiary hearing. In The pasy we nave
resolved such iscues with the nelp of techanical commivtees, cuch ac
wne svatevide SAM Committee that was forzmed to exanine different
Supply Adjusvment Mechanism procedurec among different utilit
Tae purpoce of ERAM is £i zhe purpose of SAM.
cozmivree zight Ye nelpful in resolving she IRAX

dingly we direcy izon vo forz sucn a commivie
Tance of Svafl. ne Zxecutive Direcvor of
ave menmbersnip on the Commitiee and
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VIII., RATE DESIGN

Based on the foregoing, the overall revenue requirement,
excluding the effects of the SSABF revenue requirement of $15.5 million
annualized, is modified as follows:

ECAC (reduction) $261,9 million
Less: %ER 33 .,555
RAM 1
47,0 million reduction

There is no dispute over che rate desizn,

As stated above, the SSABF 4s sprecad to all nondomestic
customers, excluding public agencies, on a uniform cents pex xWn
basis. The ERABF is applied to all sales subject to ERAM on a
uniform cents per kWh basis, The AER is applied to all sales on a
uniform cents per XWh basis. The ECABF £s spread on a uniform cents
per XWh basis among customer classes, Within che domestic class the
residential lifeline rate is maintained at 80% of the system average
cotal rate, excluding the SSABF. Within the time of use schedules
the ECABF is spread to maintain existing difierentials and ratios.

The system average rate is dexived as follows:

Rate Component Sales Revenue* Rate
ZBWEES (gplj

Base 53,659 $2,124,460
(adjusted)
ECABF 1,603,868
AER 229,124
ERABF 21,463
CIMAZT 14y439 .
Total §3,99%;%04 7.439%%
(System Average Rate)
% This includes a steel suxchaxzge of ,049¢4/KWh,
resulzing in revenues of $15.538 million, Thals
surcharge is applicable to nondomestic customers,
excluding steel producers and public agencies.
%% Based on unadjusted sales of 53,6383 gWh. V///
Using the 807% £factor, the lifeline rate of 5,951¢ pex KWh, a
reduction of 3.4% from the present rate of 6,.16¢ cents pexr kWh, The
nonlifeline rate is 8.736¢ per kWh, a reduction of 4. 1% £xrom the
present rate of 9.112¢ per kWh,
Edison is directed to file tariff schedules that make these

changes.
24w
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'. IX. CATALINA ADJSUSTMEN?

Edison requests that the current Catalina Energy Cosst
Balance Adjustment Billing FPactors remain in effect unvil <The dalance
ic zero. ZEdison esvimates The outlstanding dalance will be
exvinguished by June of 1985. There is no opposition. Edison's
request is granted.
Pindings of Faet

1. Rave stadilization as proposed by Edison might disvracst
pudblic attention froz the ratve impacts of individual proceedings.

2. TUnder Edison's plan, large increases would occur while
large overcollecvions would exisc.

7. Use of a 4-month ECAC forecast period would result in a
large reduction.

4. Use of a 12-month ZCAC forecast period would result in more
stabdble raves.

5. The 12-month period was adopved in D.83-02-076.

6. The new waver year begins in Oczober for Tdison.

. 7. Edison projects higher than average year runoif in the

-

early part of the new water year 0 account for <he higher than
average sSnowpacx.

8. Edison predicts near normal hydro production afzer
Jenuwary 1, 1984.

9. Adjusted average year data are reasonably used for the new
water year.

10. Zdison forecasts more occasions of minimum load condivions
in the Test period.

11. Edison's estimates reflect full utilization of iv
availadble Pacific Northwest Transmission capabilizy.

12. Edison's estimate of purchased power does noT reflece
current gas rate design consideravions.
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13. Edison has remsonably forecested changes in <he nonepisode
day rave under the GN-5 schedule from Southern Cazlifornia Gas Company.

14. Zdison has reasonably forecasted the numbher of episode days
in its service territory.

L

i

5. ZEdison will Ye able to purchase 3ore power on episode days
because of economic condizions

16. Based on Edison's estimates of purchased power during <he
sumzer moniins ané recorded purchases for The early part of 1983, <he
Stall esvimate of episode day cosis is reasonadle.

17. Tre SONGS 1 outzage reguires addizional gas burn.

18. Iwelve zonths' amorsizatzion of the dalancing account will
promote rave stadbilization because of the large overcollection.

12. The annualized EZCAC revenue effect is a reducsion of $267.9
zillion.

20. The annualized AZR revenue effecs is an increase of $9%.4
zillion.

29. I is curreantly in livigation with Chevron over

ir conzracT.
ny payzments Zdison makes To Chevron will be gertain an

will not relaze wo fuvure fuel ¢os%s.

23. Zdaison Is required o pay a fee for whe disposal of spent
auclear fuel.

24. The amount 0f the fee is unknown.

25. Zdison has been aurthorized To recover 816 =
Taves To0 pay Lfor sypent fuel costs.

26. Spent fuel costs are fuel related and related %o 3k
of producwion.

27. The time Tor commercial operation of SONGS 2 remain
uncerstain.

28. The ECAZF and AER should be adjuszed <o reflec:

savings coincident with the inclusion of SONGS 2 in ratzes
conmercial operazion.
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29. The impact of the SSABF is about $15.5 milliom.

30. The revenue impact of the ERAM is about $21.5 milliom.

31. The overall revenue effect of the various rate changes,
excluding the effects of the SSARF revenue requirement of $15.5
million, is about $147.0 millien.

32. The SSABF should be applied on a umiform cents~per~-kWh
basis.

33. The ERABF should be applied on a uniform cents-per-~-kWh
basis.

34, The AER should be applied on a umiform cents~per-kWh
basis.

35. The ECABF should be spread amomg customer classes on a
miforn cents-per-kWh basis,

36. Wichin the domestic c¢lass, the lifeline rate is reasomably
naintained at 80% of the system average toral rate, excluding che
SSABF.

37. Within the tize of use schedules the ECABF should be
spread to maintain existing differentials and raties,

38. Maintaining the curzemt Catalina Energzy Cost Balance
Adjustment Billinz Factors will extinguish the outstanding balance
by June of 1985.

39, Because the revision date is past, this order should be
effective on the date signed.

Conclusions of Law

1. Edison's zate stabilization plan should not be adepted,

2. The ECABF should bYe calculated on a l2-month forecast basis,

3. Edison's hydro estimates are reasonabdle,

4. Edison's estimates of purchased power, adjuscted for gas rate
design comsiderations, are zeasomable.

5. Edison's petitiom to reopen the proceeding should be demied,

6. Edison's calculation of gas costs, adjusted to reflect
purchased power opportunitles on episode days, is reasomable,
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7. Tae balancing account amorvization period chould remain
Llexivle.

8. ‘ should Ye allowed 100% ZCAC recovery of payzents o
Chevron, <0 reasonableness review.

9. should be allowed 100% ECAC recovery for payzents
made for spent fuel diszposal, sudject To dase rave ac jusT=env.

10. Puture spent fuel dizposal costs should de included in Tae
ECAC/AER calculavion.

11. Bdison chould be authorized to £ile an adjustzent o The
AZR when fuel oil inventory ravemaxing criveria are announced in the
decizion in 0II 82~04-~02.

12. ZEdizon has reasonadly caleculated the SSABP.

13. A svatewide commitzee should be estadlished vo review ERAM.

14. Dne rate design mevhodology proposed by Zdison i3
reasonable.

1S. The current Catalina Bnergy Cost Balance Adjustzent 2illing
Pactors saould be maintained.

16. fThe decizion in 0II 82-04-02 regarding tre application of )
ERAM to0 the AER should apply to prospecrtive filings. !
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INTERTY ORDER
IT IS ORDERED <hazt:
1. On or afver che effective dave of <nis order Zo

o

Taern
California Edison Coupany (Bdison) L5 ordered o file revised zariff

i e gl de
schedules reflecting <whe electiric rates adopted in zniz decision.

The revised tariffs snhall become effective on the dave of filing and
shall comply with General Order 96-A. Thne reviszed
shall apply only to service rendered on or afsw
L vhe revised wariffs.

~ave scnedules
~ tne effective dave

2. ! shall organize 2 svtavtewide EZRAY commitvee.
3. Edison's motion To reopen these proceedings is denied.
4. ZEdizon shall comply with the deciszion in Q0II 82-~04-~02
regarding the application of ERAM T0 Tne AZR in prospective

filings.
Tnms order is effective zoday.

Dated Aucust 17, 1983 , 2% San Francisco, Californiz.

VICTOR CALVO
PRISCILLA C. GREW
DONALD VIAL
WILLIAM T. BAGLEY
Commissioners

Commissioner Leonard M. Grimes, Jr.,
Deing necessarily absent, did not
parzticipate.

Laa ol o Fad bnlal Lot
va Su:.; ba S ‘ J""- P AL D‘LV-UAOY
. "l"" ‘f-vvrv e
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pechaaisz Zor Edison. We'll refer =o =ha+ nechanisa

Page 1
It's ECisOn's position thas rather than

adopting the staff accountant's recomendation, the
Commission should remain £lexible :in adopting an
amortization period that reflects circumseances
existing at the. time rate levels are set.

A major issue between Edison and the stac<
in this proceeding is +he appropriate method for

implementing the electric revemue adjusten

as ERAM foxr short. And ERAM was estadlished
for Edison in Edison's las+ general rate case. As
part o its £filing in t;is proceeding, Edison
iled its proposed metzhod for implementing TRANM.
To put this issue in perspec=ive, ER:M
requires comparisons of authorized base Ta-e Tevextes
tO actuial revenues by mon=h w;*& the intent of allowing

- -

the utility to0 collect only its test vear authorized

-

revenues.

The staff accountant took excestion +o

Edison's proposed methodology and f£filed +«heir owm

proposal. Their excepzions appeared «0 be based
on the folleowing claims. irst, Edison’s me<=hod
does not comply with the general rate case decision
and, secondly, the Cammission intended that the
sane methodology adopted f£or PG&E and San Diego
Gas & Electric be used for Eldison.

The first contention is based upon the

lccountants‘ inte:prctat;on of decision No.

»
-

wmmlnﬂo-w-mnm.w
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* Page 2
82-12-055, Edison’'s last general rate case.

The staff claims this decision reguires
that Edison compare on a monthly basis estimated
revenues for service rendered in the month+to the
authorized monthly level of base rate revenues.

Iz other words, the sta‘ff claims thas
Decision No. 82-12-055 requires Ediscn to estima=e
nontily base rate revenues, estimate the zonthly
ERAM entry, and then true up these estimazes after
whe revenues for service rendered duriang <he
entire month have been recorded.

This staff methodology ¢can reguire an
average o< three caleuzlations :6 the ITRAM i=

»

determining revenue recorded foz only one moath.
taff apparently bases its claim upon lancuage
in Decision No. 82=-12-055 which defines acrtual
bDase rate revenues as revenues for service rendered
during the month.
StaZf claims this requires an estimate
3£ Tevenues to be made because all of the revenues

for sexvice rendered during a month are not recorded

iz that month.

Edison, on the other hand, proposes a much
more simplified method which merely recuires the
u:ilitf to take recorded revenue for service

Tendered during the month and enter +hat amount
into the ERAM calculation.

No estimate or subsequent adiustments are

-

mmmnaﬂvcmmnm‘w
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age
necessary under Edison's method.

In order éo inplement this method and
not recognize billing lag as the Commission has
instructed, Edison has proposed to adjust the monthly
distribution percentages adopted by the Cammission
in Edison's last general rate case to reflect the
percentage of revenues recorded in a montk for
service rendered during that month.

With respect to staZfif's claim thas Edison's
method fails to comply with the Commission's
decision, stalf could poizt %0 no lancuage i=
Edison's General Rate case decision reguiring
Zdison to estimate and then adjust revezues foz
entIy to the ERAM balancing account. Indeed, when
asked under Ccross—examization, the staff witness
conceded that this was khis iﬁt rprecation of
Decision No. 82-12-055.

in response €o staff's clainm thaz the
QOmmission intexnded the same methodology adopted
for PG4E and San Diego Gas & Electric Company
to apply %o Edison, staff could point to no languade
in any Commission decision requiring <his result.

Edison further notes that the staff witness
conceded that generic policy can be implemented in
different ways for different utilities to recognize
different accounting methods among the utilities.

" The point here is that Edison's accounting

systen allows it to identify revenues for service

FURLC UTR/TES COMMEIRON, ETATE OF CALPORA, BAN FRANCLICD, CAMRORIA
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renderec during the month and recorded during that
same month. This ability eliminates any need for
estizates.

Edison believes the record shows that
Edison's method complies with the Commissionts’
decision and its intent for implemtenting ERAM;
does the staff's. Since both methods comply,
thex we believe that the method that is supexior
should be adopted.

Edison’'s method is superior £0 =he staff's
because it directly uses recozded reventces foxr
service rendered during the <test vear without having
€0 Tesort Lo forecasting revenues and suhsecaently
aéjusting these forecasted amounts for recorded
informacion.

It 4hus does no=z reguire dewailed forecasts
of revenutes and also allows EZ2ison t2 tse its curren=

tatistical reporzing systexms.

When asked under ¢cross~exanizasion, the

stafi witness could not provide any advantages for

its methodology over Edison's.

To summarize, we believe that the Commission
should look at thg merits of the two methods for
implementing ERAM that have been presented in this
proceeding. Although comsistency among utilities
may be desirab}e, we do not believe the Commigsion
will adopt a nmethodology for Edison that regquires

unnecesssry estimatesand true-ups whan the same

.
»

PUBLIC VTRITED COMMEION, STATE OF CALPONNA, BAN FRANCEICD, CAPOMs
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1 result can be achieved much more sizmply by direct

use ©f recorded information.

In addistion, it should be noted tha+

both the methodologies proposed in this proceeding

reached the same result by the time all revenues
are recorced for serxvice rendered during the <ess
Year. Eowever, cucrently ERMNM rates for Edison

are schedul =0 be adjusted every £feur months.

O W N e v s N

The rate levels set every four months depend y=lorel

T
O

the amounts 0f moneyforecast %0 be in the IRAM

-
p-4

balancing account.

| od
)

The staff methodology in this proceeding

[
n

resulses in a large undercolleczion 0f $36 mills

o b gt

L
-

being reflected in the ERAM balancing account on

May lset, 198&3.

T
a0

An annualiz T2te Set tO BTZOTLize thas

iy

-
-3

balance has an anaualiz rTevente impact of

()
w

S108 million.

[
w0

By contrast, Edison's method woulé resuls

N
O

in a= ERAM balancing accouns undercollecsion

N
o

of app*ox.ma ely $7 million on May ls=, 1983.

N
]

A rate level set to amortize that balascinag

N
L4

account balance has an aznualized rate impact of

N
&

approximately $21 million.

N
L3 ]

Edison submits the record cleaxly denonstrates

N
®

the superzorxty of its method and submits that its
proposal should be adopted for application to Edison.

3

®
8

With regard to the issue of rate stabilizatioc

.

PUSC UTUITIES COMMIBINGN, HTATE OF CALPOMNLA, BAN RANCAICD, CAiI QM
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APPENDIX B

Soutkern California Elison Company
' razzs®/
ADOPIED ELECTRIC

Present Rates

s Offset <

: Non- : :
Item t Basze : ECAC

Adopted Rates
Oflset

Ron=- -

Beace/ = BCAC -

Base

Regidential

Tier 1 (57%) L.279 0.28 - k279 o0.u5L
Tier IT (43%) %.279 .28 L.279 ok

Nonresidcntmg/

0U-GS -
On Peak (204) 3.697 .28 12.533 2.918:1 3.697  .uoL
0ff Peak (804) 3.697 .28 6.533 1: 3.697

™0U0-8
. On Peak (18%) 2.1 .28 7.8 1.k 2,145
Mid Peax gm; 2.1Ls .28 6.517 1.2:1 2.4
0ff Peak (53%) 2.145 .28 5.431 1 2.1%5
TOU-PA=1
Oo Peak (36%) 2.k25 .28 8.213  1.5:1 2.425 L.9ué
Off Peax (64%) 2.425 .28 5.475 10 2.425 2.324

Custamer charges and demand charges are not sbown,as only ERAM, AER,
SSABF, and ECAC coamponents of rates are c¢hanged.
Percent of sales by time period iz in parenthesis.

Adopted TRAM i3 0.0L¢/i6n, and AER 1z 0.427¢/XWh. The steel surcharge
158 0.049¢/XWh.

System aversge rate iz 7.L39¢/xWn.
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. Following 14 days of public hearings, this mavver was
sudbnitTted in Iwo stages: oral argument on forecast issues thaz
relave To The calculation of rate factors, and written brie?s on <the
reagonadbleness issues that may be resolved by adjustment To The
dalane ng account. In this decision we address the forecast issues.

Il. 3ACKGROUND

\ .
By Decision (D.) 82-12-105 the Commission modified vhe TCAC
procedure aé\applied ©0 Edison %o provide for ECAC recovery of only
90% of nez fﬁe; and purchasel power ¢osve, insveed of 98%. The
rexaining 10% fg recovered through the AER. In this proceeding we
complete The transition from the 2% o the 10% AZR.

By D.83¥92-076 The Comzission adopted cerzain further
zodificazions <o EC&C procedures. Although Those changes ¢o not yes
apply o Edison, some of Those policy considerations are reflected in
This decision. \

. 3y <his decision Edison is ordered %0 izplement rate
reductions of $13%1.5 mill?éh. The reduction is the nev effect of
ECAC reduction of $261.9 zillion and AZR anéd ERAM increases. The
lifeline rate is reduced dy about 3.4%. The domestic nonlifeline
raze is reduced by adbout 4.0%.

The ECAC revenue requirement is derived based on Zdison's
estimates of hydro, purchased power, ané gas cosis, adjussed o
reflect purchased power availadle on episode days. The ECAZTF is
based on a 12-month forecast period and 12-month amortization of The
balancing accounc.

IV. RATE STARILIZATION

During the course of the proceeding varigus inforzmation was
updated, resulting in a net larger reduction that cogld be
implemenved. Insvead, Edison proposed <tThat the Commfssion limit <he

N\

N

RN

A
. )
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' . VIII. RATE DESIGN

Based on the foregoing, The overall revenue requirement i3
modified as follows: '

ECAC (reduction) $261.9 million
Legs: + AZR 9%.4
SSAZF 15.5

ERAM 21.
31 31.3 million reduction

There is no dispute over The rate design.

Ac sTaved adbove, The USABV is spread T0 all nondomestic
customers, excluding public agencies, on 2 uniform cents per kwha
basis. The ERABF is applied <o é&l sales subject T0 ZRAM on a
uniforn cents per kWh basis. The AER is applied %o all sales on 2
uniform cents per kWh basis. /MThe ECABF is spread on a uniform cents
per Wz basis among cusvomer/classes. Within the donestic class <he
residential lifeline rave ﬁg maintained at 280% of tThe sysvez average
voTal rave, excluding UHeISSAd.. Within the <ime of use schedules
the ECABF is spread to maintain existing differevials and ratios.

. The system average rate is derived as follows:
Rate Component Sales Pevenue* Rate
TeWa) S ¢/zwa

Base 53, 65° $2,124,460
(addues

ECARP 1,60%,868

AER 229,124

ERABF 21,46%

CLMARF 14,48
// Total $%,8%8%,204 T 439w

Sysvez Average Rate)

This includes a steel surcharge of .049¢/k¥h,
res ulting in revenues of $15.538 million.
£s surcharge is applicadle To nondomestic
stomers, excluding steel producers and
public agencies.

~ * Bgsed on unadjusved sales of 53,683 gwh.
Using the 80%/faczo., the lifeline rate is 5.951¢ per kWi, a
reduction of/ 3.4% from the present rate of 6.16¢ cents per XWh. The
nonlifeline/ rate is 8.736¢ per kWh, 2 reduction of 4.1% froa the
present rate of 9.112¢ per kwh.

. Edison is directed to file wariff schedules that make these
changes.
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° 29), The impact of the SSABP is adous $15.5 million.

30. “The revenue impact of the ERAM iz ebout $21.5 million.

1. ﬁhe overall revenue effeet of the various rate changes is
about S131.§\million.

32. The\SSABF should be applied on a unifornm cents~per-rxWh
basis. \

The EﬁABF should be applied on 2 uniform ceats~per~kWh
\

24. The AZR é@ould be applied on a uniforz ceats~ver-kWh Masis.

35. The ECASF ‘saould de spread among custozer classes on a
uniforn cents-per~kWh\basis.

36. Wizhin the domestic class, the lifeline rave is reasonadbly
mainzained av 80% of the\system average ToTal rate, excluding <he
SSAZE.

7. Within the zime of use schedules the EZCAZP should be spread
70 mainzain existing differéizials ané ravios.

38. Mainvainiag the cu:>en: Catalina ZEnergy Cost Balance
AdjusTtment Billing Factors willlextinguish the outstanding balance by
June of 1085.

39. 3Because the revision date is past, this order should be
effective on <the date signed.

Conelusions o0f Law

1. ZEdison's rave szadbilization plan should not be adopted.

2. The ECABT should be calculaved\on a2 12-month forecast dasis.

5. Zdison's hydro estimates are reasonadle.

4. IEdison's estimates of purchased %Qwer, adjusved for gas
rave design considerations, are reasonadle.

5. Edison's petivion To reopen The proégeding saould be denied.

6. ZIdison's caleulazion of gas costs, adjusted 0 reflect
purchased power opporrunivies on episode days, is reasonadle.
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.warr.s that if stabi l‘zauo.. s allowed 70 decome 2 pa" ol each case,

57

Then mavters become much more complex with many uzcertainties
introduced. CMA suggests That the » Tepayers should be warned of the
risk of large rate increases ané allowed To manage their own noney iz
order To provide the means to pay.

Rave stabilization is a Term useé freguently in Commissioz
proceedings. Svtabilizavion has been a consideration in eﬁgﬁvﬂﬂ
such mavters as the frequency of ECAC revisions aznd zthe appropriate
balancing account amorstizavion perioé, as well as scheduling dase
rave and offsev rate changes. We cozmsider sta®bili /:on an imporvant
factor that should be pudblicly discussed as 4t was in this case, and
we have zo objection 0 Eéison rad %
this proceeding.

Zowever, we are no% inclined =

the scale proposed by Ediso: in This proceeding. We

/y/ " LAWY -//..’/

benelits of rave stadilizawi jﬂf:éu cient T0 0ffset the negavive
impacts that might resuls.
Several of sthe matters imcluded By Zdison in {%s overview

T ravte izpacts are highly co“vyéfersial. We are coxncerzed that The
type of svabilization proposed /by EBdison woulé distract the public’s
attenzion froz <he merizs of/such proceedings and direct it inszead
t0 stabilization, pa*z*cula*ly since the first large increase would
occur while the ove*collec ion in the ECAC balaxncing aceounst was <he
highest ever

V. ZECAC AND AZR ISSUES

A. Ingroduction

In light of their reciprocel relationship, BCAC and AER
issues are reasonably addressed Together, depending oz The resolusion
of a single issue: the forecast period.




. The ECABF has bYeexz calculated dased oz a 4-moxnth forecast
period. The AER has been calculated based on a 12-month forecast
period. Edison proposes 7o use a 12-mozth forecast peciod for both
caleulations. Svaff proposes that <he ECAC calculation remain oz a
4-monvh basis. IL both the AZR and the ZCAZR arve calcula ed oz a
12-month basis, <the scame forecast is useé for bdoth. IF the L=mons
period is used for the ECABF calculation, Thez two different
forecasts are necessary.

The 4-noznth forecast period allows for 5reacer ervainvy
regarding vhe accuracy of the esvizates. Depending on speci®ic
cozditions, use of the 4-momth period can produce h‘grei/pr/ZSwe*
rates than use of the 12-mozth period. Iz this insvance use of <he
4-zonth period for caleulasion of the BCART would 205;11 in a larger
rave reduction because 0F she Xznown outlook fo€/nydro ané purchased
power Jor the 4-nonth period compared o <he ¥2-month ouslodk. Dased
on Lpda ed estimaves, Zdison caleulates a et reduction of $131.9

pillion on 2 12-zoath basis, while gacs é ’culares a nev reduction

o 3237 9 millioxn. Using 4 mozths' d?,a, Zéison's recduction would be

$312.2 mi{llion, while Sxtasf<'s would)be $375.8 zillioxn.

Although there are some ,advantages <o The use o0F the
4-month period, we adopt The 12-20aTh period for bHoth Tthe ZCAC ané
AER calculations iz this proceeding. The 12-zonth period was adopsed
in D.83-02-076 as the bYasis £o> ECAC £ilings unéer the modified
procedure. We see no reason/vo delay £%s implemenvatiox.

The 4-ponth forecast period does allow rates %o reflecy
seasonal chaznges in coszgf/ Zowever, the amortization of a large
balancing accouznt balance distorts the effect of seasonal
variatioas. The mos<t lfkely result o The use of The 4-month period
is simply more frequent and larger rate chazges.

B. EHydro Production

Edizon esvimates that 5684 gigawatt hours (GWE) will be

produced by hydroelectric generation during the test period. Stafs
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TAZLE 1
SOUTEERN CALIPORNIA EDISON COMPANY
Revised Calculation of the Average Energy Cost Adjustment Rate

For & May 1, 1983 Revision Daze
Sased on Twelve Months' Expense

-(yg//.’/) . <-5

PorecastT Period Exvense
$ 6,687
Gas 1”%55,529

Coal 03,841
Nuclear 5,629

Geothermal -
Purchased Power 501,849
Mono Power Company Fuel Service Charge 12,840
Subzozal ’ ’
less: Revenue from 0ff-System Transacvions 28,860
Revenue from Sales of CDWR & APPA 4,%81
%otal Fuel and Purchased Power/Costs ’ s 204
Associated wizh Puel 04{l Iaventory 90,914
Pacilities Charges 10,357
Underlift Payments -
Gains or Losses on the Sale of Fuel 0il -
Less: Economic Dispateh Adjustment 9,452

Less: ZEpisode Day Adjustmenty 15,%00
Total Fuel and Purchased Pover and Ocher Coszs , v 1o

{(Continued)
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.I. SONGS 2 Commercial Operation

Av—hierime—Tre~corweTcial~operetingtate—of—SONGS—2—~

emafns—wnCTervainT Zdison requests thavt it be permivved to make

S

appropriave adjustnents.vo its ECA3F andéd AZR raves coincident wiczh
the implemenvation of rates that reflect the capital and operating
cosws, exclusive of fuel, relaved To vhe commercial operavion of
SONGS 2. Staff nas offered 2 <wabdle that illusiraves <vhe adjustzents
Zor various operating davtes ané recommends that the AZR adjustzment de
automatic upon advice levter -
We agree tThat the rate change shoul

S0 thavt the ratepayers pay only the nev cost resul

The amount of The adjusiment will be 2 funetion of ¢

as the capacity factor adopred for SONGS 2, nuclean prices, and
systen heat raves. -=&tson—le-~directed— 3 neaCVECe—eTTes

e ude

Vs
7 - Lor—review—ani-considerats:

J. Tuel 0il Invens ory Adjus Tment
Among masters under consideration in 0II 82-04-02 is <The

conceptual ravemaking Ireatment of f:ﬁ; 0il invenzory. Edison
zu' v o

proposes To make zppropriate adjusim the ZCA3F and AZER raves
when the c¢riteria for ravenmarzing treatment are estadblished. This
request is reasonadle.

VI. STEZEL SURCEARGE ADJUSTMENT CLAUSE (SSAC)

Section 742 of :hs/éublic Uwilizies Cole provides for
discounvel elecwric raves 40* ¢ertain sveel producers, anté for Edison
TO recover any revenue ce'iciedcy aTTriduted <o the lower rates by
increasing the raves cha*ged t0 OTther nondomestic cusToners,
excluding public agencles.

The pa*pooe of the SSAC is <o izplement <he provisions of
§ 742 through the SSAB Calculastion of The SSABT is based on the
revenue deficienpy atTridutable To those customers who are billed on
Steel Producer Rate Schedules and authorization of the Steel
Surcharge Adjusvment Accouznt balance.
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. Based on Edison's updated showing, the SSABF is 0.049¢ per
kWh, yielding about $15.5 million annualized, applied <o sales
subject To the SSAC. There is no issue regarding This caleulation.

. VII. ZIERAM

The purpose of the ERAM is vo adjust revenues that are not
subject To balancing account treatzent for changes in revenue due 0
fluctuations in sales and other bdilling devernminants Lrom those used
T0 develop authorized rate levels. Currently, <he ERAM provision
reflects in raves the difference between tThe authorized level of 2ase
Rave and AER revenues and recorded Base Rave and AZR revenues and
ineentive payments relaved <o the Thermal Sworage ILoad Manageme“u
Program. The ERABF is subject T0 revision three vinmes pex yea.,
coinciding with ECAC proceedings. 3Zased on gc‘so*’e;ppdazec showing,
the amount of revenue required dy ERAM is adout $21.5 million on an
annual basis.
Thizs is the inivtial i{zplemenzaticn proceecing for Zéison's
.ERAM. In addizion = pro;:osing a rave, Tdisdn has filed a proposed
ERAM <ariff provision. £L accepts Ec‘sé;'e calculation of <he
ERABF, duv objecte 10 Ed‘ on's proposed/Sarill provision. The
difference bYetween the parties is summarized in the excerpt from the
oral argument of Edison's avvorney &vtached as Appendix A.
This is a highl :Achnica’ complex accounting issue <ha< is
10t readily resolved in an evicen:;a-y hearing. In <vhe past we have
resolved such issues with the help of zechnical commivtvees, such az
The stavtewide SAM Commitwee tha- was formed o examine different
Supply Adjustmens Mechanisn p*ocedu-es azong different utilities.
The purpose of ERAM is similar <o <The purpose of SAM. A similer
comnittee might be helps f in resolving the ERAM inmpasse.
Accordingly we direcs Equon To forn such a coamitiee with The
assistance of Stafs. Tﬁe Executive Director of the Commission will
desigrate menbership qﬁ <he Committee and 4{vs chairnan.
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. VIII., RATE DESIGN

Based on the foregoing, the overall revenue requirement,
excluding the effects of the SSABF revenue requirement of $15.5 millien
annualized, is modified as follows:

ECAC (zeduction) $261.9 milliom
Less: AZR 93,4
ERAM 21.5

47,0 million reduction
There is no dispute over the rate design,

As stated above, the SSABF is spread to i;} nondomestic
customers, excluding public agencies, on a umiforn’cents per XKWh
basis. The ERABF is applied to all sales subjedé-to ERAM on a
wiforn cents per kWh basis, The AER is appldgd to all sales oz a
uniforn cents per kWh basis, The ECABF is/spread on a wmiform cents
per kWh basis among customer classes, Within the domestic class the
residential lifeline rate is maintained at 807 of the system average
total rate, excluding the SSABF. Wiégin the time of use schedules
the ZCABF 4is spread to maintain exiéting differentials and ratios.
The system average rate is derived as follows:

Rate Commonent ales Revenue* . Rate

620725 N €' N -7) 30

Base 53,659 $2,124,460
(adjusted)
ECABF 1,603,868
AER / 229,124
ERABF / 21,463
CLMABF ; 14,489
Total $3,993,40% 7,439%%
' (System Average Rate)

% This includes a steel surchaxge of ,L049¢/XKWh,
resulting in revenues of §$15,538 =milliom, This
surcharge is applicable to nondomestic customers,
excluding steel producers and public agencies,

¥* Based on wmadjusted sales of 53,683 gWh,
Using the 807% factor, the lifeline rate i£ 5,951¢ pex kWh, a
reduction of 3.4% from the present rate of 6.16¢ cents per X¥Wh, The
nonlifeline rate is 8,736¢ Per kWh, a reduction of 4;1% from the
present rate of 9. 112¢ per KWh,

Edison is directed to file tariff schedules tha; make thesg
changes.

26
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7. The balancing account amorvization period should remain
flexidle.
8. ZEdison should be allowed 100¥ ZCAC recovery of payments 0
Chevron, subject To reasonableness review. .
9. Edison should be allowed 100% ZCAC recovery Zor payzenss
made for spent fuel disposal, subject To dase raze adjus;xéﬁz.
10. Puture spent fuel disposal costs should be included ia <he
 .ECAC/AER calculation.
//’/ ﬂﬂw——ﬂﬂtson"shou%d*fﬁte—an*a&vfce—revv'r'zg;tmp&emenm—changes_in,
—=he-ECABFand™ AZR when—SONGS--2-goes_inzo_cozmencial operation.
) /1 #2. Béison should be authorized zo £ile an adjusvtmenst TO The
AZR when fuel oil inventory ratemaking criégri are aganounced in the
decision in 0II €2-04-02.
Sdison has reasonadly calc%} Ted tThe SSAZF.
A statewide conzistee should be eszadliched o review EZRANM.
The rate design me:hodolééy proposed by Zdison is
reasonable.
. / _5//1,6. The curreat Cazalizy?,nergy Cost Balance Adjustzent 2illing
Pactors should be mainzained
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IT IS ORDERED <hat:
1. On or afver the effeciive date of thiz order Southern
California Edison Company (Edison) fs ordered to file revised garifs

schedules reflecving the electric rates adopted in zhis decision.

The revised zariffs shall decome effecsive on the daze of £iling ané
shall comply with General Order 96~A. The revised rate schedules

. ] <
shall apply only to service rendered on or after <he effective da<e
ol the revised zariffs

~2-——Eiisen-shall-file an advice 1 TTer to impledent changes—in
the ECAET anéd AER' rates-when-SONGS 2 goes invo commercial: ravion.
) Edison shall organize a statvewide ERAM/commizzee.
Edison's motion to reopen thece prod@edings is deniec.
This order is effective Today.

v
V4

Dazed AUG 17 1983 , aT Sén Franeisco, Califoraia.

TICTOR CALVO
PRISCILIA C. GREW
DOWALD VIAL
WILLIAM T. BAGLET
Comzicsioners

Commissioner Leomard M. Crimes, Iz,
bdngnumnmﬁyzbum;<ﬂdzmt -—
particinate,




