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Decision No. _9_1_8_0_5_ MAY 20 1980 

B~ORE THE ?u~LIC UTILITIES COMMISSION OF THE STATS OF CALIFO&'~A 

In the Y~~ter of the Ap?lication ) 
of Southern California Edison 
Comp~~y for Au~hority to Modify 
its Energy Cost Adjustment Billing 
Factors in Accord~~ce with the 
Energy Cost Adjust~ent Clause as 
Modified by Interim DeciSion No. 9l277~ 

Application No. 59499 
(Filed March 5, 1980) 

Joh.."'l R. Bury, vlilliam E. !-!ar-J:, ?.icha:-d K. 
Dur~~t, Carol S. Henningson, by 
Carol 3. Henninzson, Attorney at Law, for 
~outhe~ California Edison Comp~"'lY, applicant. 

Bv Finkel, for Seniors for Legis~ative Issues; 
Herman Mul~a~, for Seniors for ?olitical Action; 

. p " '0' ~ • • C 'l.f' .'1-. a..~d. • ::~.'Crl.Cl.a • rl.ce, ... or .w.:nenca."'l OU:lCl. 0... ... .... e 
Blin~, Los £"'lgeies Metro Chapter, ?rotesta.~ts. 

Downey, Br~~d, Sey.cour & Rohwer, by ?hili~ A. StOhr, 
Attorney at Law, for General Motors Corporation, 
Otis M. Smith, Ge:leral Cou.~sel, Julius Jay HolliS, 
Attorney ~t Law; Jenni!er R. Le~~s, for S~"'l Diego 
Gas & Electric CO~P~"'ly; Robert w. Sche~~~, for 
Met~o~olit~"'l Water District; ~"'la Glen J. Sul1iva~, 
Atto~cy at taw, for Califo~ia Fa.~ Burea~; 
interested parties. 

Ja~es T. ~inn, Atto~ey at Law, for the Commissio~ 
s~a1:t • 
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INTERIM OPI~1:0N 

I. Int:ooduction 
By Application 59499, filed March 5, 19$0, Southern 

Cali!ornia Edison Compa."lY (Edison) requests certain increases in 
its Energy Cost Adjustment Billing Factor (ECABr) estimatec to 
produce a.~ increase in ~"lual retail revenues of $740.6 million, 
effective.May 1, 19$0. The matter was set to be heard 
in two parts-the first relating to the ca1.culatio!l 
of the revenue requirement and the associated rate increase, the 
second relating to the consideration of an incenti~e fo~a 
applicable to Edison's coal plant capacity factors. Hearings on 
the first part were·held in tos Angeles on April 14, 15, and 
16, 1980, before Admi!listrative Law Judge Patrick J. Power, and 
submitted on oral argument. 

The first day of the hearing was well-attended by the 
public. At the outset the opportunity was afforded the public 
to make statements or offer test~ony on the record. Four persons 
responded - Hy Finkel of the Seniors for Legislative Issues, and 
Patricia Price representing the America."l Council of the Blind, 
Los Angeles Metro Chapter, offered sworn testi::lony; Herman Mul:nan 
of Seniors for Political Action, a."ld Judy Moody representing a."l 
Ora."lge County homeo'W!lers group, made statemen:ts. 

Edison presented the testimony of 5 ..... "1 tnesses and 

11 exhibits in support of its application. Tes~i!ying on behalf 
of Edison were Philip D. Lester, Senior Rate Specialist, Paul E. 
Skv~a, Supervisor of System Forecasts, Ga.~ L. Schoonyan, 
Supervising Production Engineer, Robert H. Br1de!lbecker, Y~~ger 
of Fuel Procurement, a:ld Thomas R. McDaniel, Assista."1.t Treasurer 
and Manager of Cash Managemen~. The Co~ssion starr appeared 
and offered the testimony of 3 witnesses and 4 exhibits in support 
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or its position. Testifying on behalf of starr were J. Archie 
Johnson, Financial Examiner II, Richard Finnstrom, ~nior Utilities 
Engineer, and. Julia."l Ajello, Senior U-eilit!.es Engineer. General 
Mo-eors (GM) and the California Farm Bureau Federation (Farm Bureau) 
participated. by way or cross-eY~ination and argument. 

At the hearing Uison announced that it had. reduced the 
amO~"lt or its request by about $74 million, to $666 million on an 
annual oasis. The reductions are the result o! Edison's decision 
to convert from bimonthly to monthly billing, increasing recorded 
sales ror the record period, and a lesser than anticipated 
undercollection balance in the balancing account as o£ March .. 

II. S~ary of Decision 
The annualized revenue effect of the adopted rates is 

$560.4 million, $106 .. 4 million less tha."l requested by Edison, and 
$49.6 million less tha."l proposed by star!. The basiS of the 
reduction is a lower adopted estimated balancing account balance 
a."ld a lower adopted fuel oil price. The adopted estimated gas price is 
higher than proposed by any party a:ld is based on more curre:l'e i:l!o%:!lation. 

The rate increase is spread on an adjusted unifo~ cents 
per kilowatt-hour basis. A three-tier residential rate design 
is not adopted because or inadequate data. The syst~ average 
increase is 17.6 percent; the li!eline increase is 7.3 percent. 

III. Summarv or the Record 
Edison based its filing on its authorized Energy 

Cozt Adjustment Clause (SCAC) tariff ?rovisio~s, as modified 
by Decis1o~ No. 91227 dated·J~uary 29, 19$0 ·(interi: deciSion 
in OIl 56). The salient features or t~at decision 
tha.t impact on this sp~ci!ic proceeding are -clle use 0'£ 

estimated fuel prices and balancing account balance, a forecasted 
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resource mix, estimated sales, and the deferral of issues relating 
to the reasonableness of fuel expense (except With regard to the 
coal plant capacity rac~or issue). The May 1st revision date that 
is the basiS of this filing is Edison's previously scheduled 
revision date. 

Edison witness Lester testified regarding the calculation 
of Edison's proposed ECABF ~d sponsored ex.~bits consisting of 
existing and proposed revised tari!! pages. He also testifiee 
regarding the recalculation of the Fuel Collection Balance Adjustment 
Billing Factor to reflect the higher interest rate made applicable 
to the u.."'l.derlying refunds. 

Edison Witness Skvarna testified rega.~ing the kilowatt
hour sales estimate that is the basis for its application. He 
discussed the methodology used by Edison to make annual forecasts and 
the apportionment of ~~"'l.ual sales to monthly est~te$. These 
estimates are used by Edison'S System Operations departoent in the 
development of the fuel budget. 

Edison Witness Schoonya"'l. testified in support of the 
procedure for the development of Edison's fuel, purchased power 
and interchange budget, and the resulting forecast of Edison's 
energy mix for the test period. By Decision No. 91277, it is Edison's 
forecasted resource mix that Will control the calculation of the 
revenue requirement in this proceeding. 

Mr. Bridenbecker testified regardi:lg the esti:lated fuel 
prices as of the May 1st revision date that were used to calculate 
the proposed billing factors. He explained the specific method 
for developing each fuel price. He also testified in response to 
a specific direction by this COmmission that Edison provide "zore 
complete evidence on the reasonableness of the underlift charges 
under the Chevron contract for fuel oil" • 
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Mr. McDaniel tes~ified regarding Edison's cash flow situation 
and how it is n!fected by the recovery 'of energy costs under the re
vised ECAC.proeedure. He testified in support or the six~onth 8Qorti
zation ?~riod of the balaneing account ~dereollection and ~th re~?ect 
to the financial comm~ty's intereet in the revised ECAC procedures. 

Star! witness Johnson testified regarding the scope and 
objectives of the audit by the staff of the Revenue Requirecents 
Division, Finaneial A.."'l.alysis, of certain accounting and fin3!lcial 
records used by Edison in its calculations. The audit concentrated 
on the recorded oil, gas, coal, nuclear, and purchased. power costs-

Staft witness Finnstrom testified rega.~ing the Utilities 
Division's investigation into Edison's filing. He developed 
the stat!' s revenue requirement esti:late and the underlyi:l.g fuel 
price estimates and explained his ::lethodology. He d.iscussed the 
appropriate amortization period a"'l.d sponsored a rate design 
recommendation. 

Starf witness Ajello sponsored ~"'l. exhibit containing 
three optional three-tier rate designs for domestic customers for 
the COmQission's consideration. Because usage data fro.o ECison ~~ not 
available, the basis for his calculation was ini"or.:lation supplied 
by Pacific Gas a"'ld Electric COI:lPa.."'l.Y (PC&E). 

Ya-. Finkel expressed his outrage ..... '1. th certain Edison 
commercials and With Edison's level of earnings. He recit~d the 
names of Edison's directors ~~d their primary business respo~ibilities. 
He argued that senior citizens in particular a.-e the viet~s o~ Bdiso~·s 
high earnings and the directors' asse~ed conflicts of i~te~st • . 

Patricia Price expressed her concern With the ability of 
the aged, blind, a.."'ld disabled to absorb the continuing ~creases. 
She referred to a study she performed that indicates that in some 
instances the blind are having to choose between fuel and food. 

Mr. M\llman stated his opinion that COmmission proceedings 
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are a charade and that people must organize to oppose rate increases. 
He asked that Commissioners ~e present at public witness hearings 
~~d that hearings be scheduled throughout the service territory. 
He complained about balancing accounts and the frequency of increases. 
He called for the formation of a new political party to represent 
senio~ citizens. 

Mrs. Moody also asked that hea.-ings be held in more 
locations for the convenience of ~he public. She expressed her 
concern for the ability of the people, particularly senior citizens, 
to pay the increases. She asked about utility advertising and the 
way in which percentages are calculated. 

IV. Dis~ssion 

A. Revenue Reouirement 
Based on the material contained in the original application 

and its review of supporting materials, staff recommended an 
increase in the ECABF cal~~ated to yield about $6S~ million dollars 
on ~~ ~~ual basiS, about $57 million less t~~ re~uested by Edison • 
Staff ~~~ounced that it adopted the reductions offered by Edison 
and reduced the amount of its rec~endation to about $610 million. 
The difference between the comp~~y and ~he staff is the result of 
different estimates of fuel prices. 

The $7~ million reduction is the resul~ of two faetors-
the reduced estimated balancing account bal~~ee, which accounts for 
about $51 million of the reduction, ~~d the conversion from b~ontbly 
to monthly billing, which accounts for the other $23 million. 
The conversion saving is a one-time only effect that results from 
recording more sales in the test period, thereby allOwing the dollar 
recovery to be spread over more sales. 

The record indicates that the reduced balancing account 
bal~~ce results from the substitution of recorded month-end 
February and March data for the estimated dat~ contained in the 
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a?plication~ The reductions largely re~ult from less fuel oil 
in the resource mix ace the suostitution of cheaper fuels, 
particularly naturnl gas. 

Edizer. c.cclinec to change its esti:nated res':.llt.s for 
April, ~~d t.he staff reco~endation is bosed on the s~e dat.a. 
Nevertheless, ~le find no basis in the record to suppo~ the 
conclusion that conditions i:l A.pril should oe so ma:tcri..u.ly c.ifi" ere:lt 
from Februa~1 a~d It.arch, particularly since those two months were 
so similar. Therefore for April "/Ie ;ind it reasonable to 1n?u:t.e 
March results a:ld base the rates in this ?roceedine on a balar~cing 

account oal~~ce of S255,e39,OOO, a reductio~ of $;5,451,000. 
Th~ fuel price est~ates of Edison ~~c. staff are as 

fo110· .... s: 

Oil 
Gas 
Cool 
Nuclea: 

Edison 

$5. :399l/M2:atu 
:3.4430/ZJI2ztu 
o. 675e/M~tu 
6. 726:3/xJI2k1fn 

Sta:!f 

$5 • 250/!~~tu 
). 350/I"~tu 
0.67,Si!w1"2:stU 
5. :3:30/M2.t;".l;'h 

The diffGre:'.ces in ,oil o..."ld gas prices result !'rom different tlcthods 
of estimating. The difference in nuclear ?~ces is apparently a~ 
leost in pa~ the :,osult 0; 'the $t,~! expert's ba"1ing :-elied on 
. 1 '~ . ~ncomp ete ~n:ormat~on. 

i'lith respect to oil prices, Edison start.ed ·...:i~h its ...:eigh'ted 
average invento~J ?:'ice, pr~dict0d a 2-1/2 pe:'cent increase in 
Saudi Arabian light c:-udc oil on April 1st, ~~d developed a weighted 
ave:,sgc cost 0; oil for the test period. As of the submission of 
"he ? .J ' "h' . d'" ' ~ rocec~~ng, ~.e ~ncrease ~a no~ occurrcc. Stat! plotted 
certain reco:,ded oil ?rices on a cha~, ~~d developed a trend line 
that indicated that its ado~ted oil ~rice ~ould ~revail at the . . . 
V~y 1st :'evision date • 
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Staff criticized Edison 9 s method as a ~sinterpretation 
of this ComoissionYs intention in Decision No. 91277 that the 
application be based on est~ated prices as of the revision date. 
Star.f argues that the use or the weighted average drives prices 
up unreasonably, and that lower prices will be incur::-ed, at least 
through the period to the next scheduled revision date. ECison 
points out that the staif method projects a."l iniin.1:t.e price or 
.fuel oil by September of this year a.."ld characterizes the method as 
ina.ppropria.te. 

We are convinced that the method applied by Ed.ison is 
more workable and likely to yield a reasonable result. We consider 
the development or a weighted average a reasonable interpretation 
of the la.."lguage in DeciSion No. 91277, at least until the completion 
of the generic ECAC.investigatio~, OIl ;6. Nevertheless, the 
price we adopt in this proceeding does not reflect the weighted 
average, because the predicted April 1st increase did not occur. 
Therefore we adopt as the ~ent price Edison's estizated Y~y 1st 
invent.ory' price or S5.19/M2stu. 

With respect to the gas price, the material considerations 
are the pending Souther!l Calil"or::lia Gas Company (SoCal) offset 
application a.."ld the recently decided PG&E proceeding (Decision 
No. 91720, in A.59249/59406). Even Edison's higher price is based 
on lower prices th~ proposed by starf and SoCal in the SoCal case 
~"ld adopted by the Com=ission in the PG&E proceeding. Therefore it 
is reasonable to adopt a price or $3.60/M~tu for the purpose of 
t.his application, without dispOSing of t.he issue for the SoCal case. 

With respect to nuclear fuel prices, the sta!! expert 
apparently was unaware that Edison was re£ueling San O~o!re 
Unit 1. The result is that the sta!'f price is unrealistically low. 
Therefore, we adopt Edison's price • 
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For infor.=ation purposes, the adopted prices are compareQ 
to recorded prices as or October 1, 1979. 

Oil 
Gas 
Coat 
Nuclear 

Recorded 10 1 7 Esti~ated 5/1/S0 
$3.4.952/M tu $;.19/M~tu 
2-5304/M~tu 3.60~tu 
O.5915/M~tu O.675S~tu 
4.657$~Wh 6.726~/.Mk~ 

% Inc'!"'. 
48., 
4,2.3 

The average ECABF is derived as follows, based on six
month amortization of the balancing account undercollection: 
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TABLE 1 

Estimated Cost of Forecasted Period Fuel a~d Purchased Power 

Qu~~tities Prices 
Oil................... 2S7,691 ~Btu @ $5.19~tu 
Gas................... 153,247 M3Btu @ 3.66)MZB~u 
Coal.................. 79,94$ M;Btu @ 0.675S/M Btu 
Nuclear............... 2,;24 M~Wh ~ 6.7263/M k~ 
Purchased Power •••.•••.•..••••••••••••..••••••• ••·••• 
Mono Power Company Fuel Service Charge ••••••••.•••••• 

Suo~otal ••••••••••••.••••• - •• •• ••• ·••••••••••••• 
Less Energy Cost Recovered Th.~ugh Off-Syste: Sales •• 
Estimated Cost of Fuel and Purchased 

Power for Forecasted Period .................. · ....... . 

Cost $M 

$l,493,116 
551,6$9 
54,029 
15,632 

171,$9$ 
5t1..-21..

Z,Z91,84.8 
6%377 

2, 285,47l 

Avera~e Ener~ Cost Ad~ust~ent Bil1in~ 

Genera'tion COSt StJ.es Factor 
M~'Wh $M M~'Wh ~.1;W~ 

Average Net Fuel and Purchased 
Power Adjustment Rate 

Edison System Excluding 
62,S$7 $2,2$5,471 59,196 Catalina 

Less Resale (included above) 4,591 16~:tL.eL. L.zL.66 
Sales Subject to ECABF 2,11 ,9S7 54,7jO 
Plus Provision ror 1.00% 
Franchise Fees and 

Uncollectible Expense 21 zl60 
2,1.37,11.0.7 54,730 3·905 

Bal anein~ Rate 
Aceumulated Differe~tial 

Estimated as or May l, 19$0 255,839 
Less Amount Deferred by 

Decision No. 90967 related 
to Coal Plant Performance :2~zOOO 

Subtotal 220,$39 
Plus provision for 1.0~ 

Franchise Fees and ' 
Uncollectible Expense 2z20e 

ECAC Balancing Rate Based Upon 
223,047 28,224 .790 Six-month Amortization 

Average Energy Cost Adjustme~t 
1..695 Billing Factor 
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the 

The test-year revenue effect is derived as follows: 
tlk~ln 

Adopted ECAB: 4.695 
Present ECASF 

Difference 
B~ed on adopted sales, 

increase is $;60.4 million. 

3.671 
1.024 

the ~~ualized revenue effect of 
Based on six months aoortization, 

the actual revenue to be derived froe this increase in the test 
period is estimated ~o be $3;1.1 million. The authorized relief 
is about Sl06 million less than requested by Edison and $;0 million 
less th~~ recommended by st~f. 

This calculation does not reflect the increase in the 
Fuel Collection Bal~~ce Adjustment Billing Factor from .107¢/k~~ 
to .121¢/kWn proposed by Edison and u.~opposed by any party. This 
factor is the means by '~ich Edison is making refunds ordered by the 
Commission of overcollections u.~der the prior fuel clause. The 
ch~~ge proposed reflects the ch~~ge in the interest rate applicable 
to the remaining bala~ce as provided by DeciSion No. 91269. The 
propo~~d modification is reasonable. 

?inally with respect to the revenue requirement, staff 
counsel raised several issues that should be addressed brie!ly. 
These are the matter of the gas supply est~ates underlying the 
adopted resource mix, ~~d the income tax advantages associated 
with u.~dercollection. 

With respect to gas supply, st~f counsel incorporated 
into this record certain evidence in the pending SoCal general 
rate case in Which the staff witness estioates more gas on the SoCal 
system th~~ estimatee by SoCal. S~a!f co~sel suggests that these 
estimates snoule be reflected in Edison's fuel procurement strategy • 
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• We exp~essly proviced in Decisio~ No. 91277 tha~ Edison's 
fuel procurement strategy ~esou~ce mix would be acopted in t~is 
proceeding. Ou~ pu~osc was to relieve t~e pa.-ties fro~ ~he burden 
of having to ey~ine t~e reasonableness of Edison's est~ates, ~~d 
to allow this case to be expeditec for the ~caoons stated in that 
decision. Based on this record, we are satisfied that our choice 
was a~~ro~riate. . ~ . . 

We don't disagree with sta!f counsel that the gas vol~es 
available to SoCal during the test period ~e likely to be hi~~er 
tha~ reflected in the fuel mix adopted for this proceeding. But 
the~e is a major distinction bet~~en gas available a~d gas 
purchased. For ex~~?le, we ~ave just set ?G&E rates on t~e baSis 
of 90 percent of its Ca~adi~~ obligation, even though we are certain 
that over 100 percent ~~ll be available. But the favorable hydro 
conditions a~d high gas prices make the =~tter or the vol~es of 

4Itas delivered to Edison a highly spec~lative :atter, ~d we decline 
to deviate f~om our declared direction. 

With regard to taxes, s~~f co~~sel con~ends tha~ Edison 
has ove~looked the ~~ a~v~~t~ge tha~ oceu:s because ~~dercollection 
is tax deductible. We have consisten~ly declined to consider such 
tax erfec~z in offsc: ?rocccdings and~c~n sec no b~sis to change our 
practice. A??lying the S~QC rc~soning, reeove:y of undercolleetion 
would need to be on ~ ewo-fot-one bhsis to reflect the i~cre~sed tax 
liability. The result is a wash. 
B. R~te Desi~ 

By DeciSion ~o. 90967 we provided that in subsequent ECAC 
proceedings the bu~den of rate increazes would be borne by.all classes 0; ~ 
custome~s on a u~ifo~ ¢/kv~ baSis, ~~d that ~~thin the do~estic 
class the burden would be on no~i~eline rates. Initially we consider 
whether to refine our guideline by ~ple~enting a th~ee-tier design 
~~thin the docestic class • 
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We are convinced that a three-tier co=estic rate cesig~ 
that features steeply i~verted rates can operate as a me~~i~gful 
co~servatio~ ~eas~re. However, in this proceeding the nonlifeline 
usage characteristics of the Edison do~estic custo~er'class waz 
unavailable, and the alternative rate design calculatio~ are based 
on PC&E d~ta. Every party cautions us against relying on such data 
and asks that we defer ~~y signiric~t ch~~ges i~ rate dcsi~~ until 
Edison has co~pleted cert~i~ studies. ;~ recognize the reasonableness 
of this advice ~~d defer consideration of this ~atter to the next 
Edison ECAC filing. 

The major re:aining rate design issue is the interpretation 
of the l~~guage: "the burden of fut~re ECAC rate increases (shall) 
be borne by all classes of customers on a ~~ifo~ ¢/kwn basis." ~ 
Edison ~~d staff agree that prior to spreading the increase, an adjust-

~ent is necessarl to nonresidential rates so as to raise the average . 
syste~ rate to a rate equal to the average do~estic rate. The 
a~ount of the adjustoent is .066¢/k~m. eM a~d Fa~ Bureau contend 

~ 

that the adjustment should not be ~ade. 
We ado?~ ~he adjustreent as ~ reasonable interpretation 

of our intention expressed in Decision ~o. 90967 ~~d Decision No. 914l6. 
The average do~estic r~tc equal to the average system rate is a 
condition precedent to the application of our rate deSign principles. 

We further adopt as reasonablo for the purpose of this 
proceeding Edison'S recalculation of ~he domes~ic sales within 
the lifeline class, based o~ recorded 1979 dat~reflecting the 
effect of the lifeline airconditioning allow~~ce. We expect this 
matter to be explored further ~~th the prospect that a~ average 
year n~~ber ca~ be developed • 
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Based on the foregoing, the revenue effect of the 
adjustoent to reach a unifo~ average rate is $24.$ million. 
Thus the remainder to be recovered on a uniform ¢/'k~b basis is 
$535.6 million. The resulting factor is .979¢/k~~~. Within the 
do~estic class, based upon our established policy that the \ 
total nonlifeline residential rate should be s~t so as to exceed 
the total average lifeline rate by up to fifty percent, it is 
reasonable to increase the lifeline factor by .3e5¢/kv~; ~~d I 
to increase' the no~~ireline factor by 1.645¢/kwb. The resulting 
rate desi~~ is as follows: 

~ .. 
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TABLE 2 to 
'-0 

Present. Adjusted To Adopt.ed e mAC Present.. FCDAOF Unifoll1"l reAG mAG Result.ing 
S~les Rat.es Rates Increase Ave. Rat.e Increase Rates Rates ~ ;::... 

Revenue Class HkWh ¢/kh'h _ Vk'fth~ ¢/k1\'h ¢/kWh ¢/kWh ¢/k'r.'h l/kWh~ _ Increase ::s 
----- ----

Resident.ial 

Lifeline 9.044 2.168 5.102 -.011. .385 2.553 5.t.13 1.3 

NonUfellne 81OS~ It·212 6. ~'fl -.014 !~ 5.861. 8.210 ~ 

Tot. 01 17.121 3.136 5.'199 -.011. .91'1 4.116 6.761. 16.6 

Agricultural 1,111. 3.915 5.989 -.011. .066 .9 r/9 4.960 7.02 17.2 

Comnerdal 14.136 3.915 6.0S) -.Olt. .066 .979 4.960 1.111 11.0 

Indust.rial 1'/.0'14 3.915 5.320 -.011. .066 .91'1 ' •• 900 6.351 19.4 

Ot.her Public 

~~ 
Authorities '.,651 3.915 6.0S'} -.011. .066 .9?J 4.960 7.120 16.9 

'{' 
Tot.al CPUC 

Jurisdict.ional 

Subject. lo 
3.671 4.6?5 6.7&. 17.6 EGAC 5' .. 730 5. '151, -.011. .01.5 .979 

Nonresident.ial 37.601 3.915 5.733 -.011. .066 .9U ' •• 960 6.764 18.0 
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C. Other Matters 
In Decision No. 90967, dated October 23, 1979, we 

said as follows: 
"In its next ECAC proceeding, Edison should put 
in more complete evidence on the reasonableness 
of the underlift charges under the Chevron 
contract for fuel oil." 

A portion of y~. Bridenbecker's testimony was in response to 
this directive. 

Edison characterizes the payments as "facility 
charges" rather th~~ "underlift charges". The charge is intended 
to compensate Chevron for the fixed operating costs and capital 
charges related to its obligation to be prepared to supply the 
full contract delivery amount. Edison contends that "it is 
not reasonable to expect that a seller or fuel would provide the 
buyer the privilege of adjusting at will the ~u~tity of fuel 
required to meet buyer·s dem~~d, unless the seller is compe~ated 
for costs it in~s in being ready to meet its full contract 
delivery obligation". 

We are satisfied that Edison has demonstrated a reasonable 
basis for the specific contract te~s ~~d for the liabilities 
arising thereunder. However, we note that the recovery of such 
charges in ECAC or in base rates is ~ issue in the generic ECAC 
investigation, OlI 56. 

With respect to the points raised by the public Witness 
(and in many letters)~ we are very much concerned about the ability 
of individuals and business to absorb these increases. It is 
important to"understand the statutory context in which these 
proceedings take place. 

A major factor in the size of this.increase is the 
lamentable extent of the undercollection that has accrued pursu~t 

-16-



• 

• 

• 

A.59499 ALJ/jn/gf */jn * 

~o BCAC. Section 792.5 of ~he Public U~ilities Code ~equi~es a 
bal~~cing accou~~ in offset ~~oceedings. A l~ge ~~de~collection 
=equires that rates be se~ sub$ta~tially higher th~~ othe~A~se, 
$im~ly to catch up to recorded costs. Ey the scheduled catch up 
time, costs h:lve risen further, and more undercollection 
has occurred. We hope to alleviate this problem in ou~ final 
decision in OIl 56. 

With respect to rate deSign, our discretion is ulti:ately 
limited by our interpretation of Section 739 of the ?~blic 
Utilities Code. We have focused our construction of the statute 
on the conservation featu~es of rate .design, rather th~~ a 
mea~s test a~d ability to pay. We suggest that a different 
inte~retation is the ~rovi~ce of the Legislature. 

Finally, we are not inclined to ~~v.ide for public 
Witness hearings throughout the service te~:ltory in offset 
proceedings. We have held .. a.~d hope to continue to hold st:.ch 
hearings in general =ate cases. The ~aterial difference is the 
nature ~~d extent of the issues, even though the offset cases 
frequently involve more ~oney. We know that ?eo~le are U.~3~py 
about rate increases. Our resources are in fact l~ited, and we 
are struggling to provide for out-of-to~~ hearings in tbe =ost 
critical of cases. 

Our dete~inations in this matter are necessa.-ily ten
tative in nature, pending the outco~e of OIl 56 a~d the dete~nation 
of ECAC-related expenses, as well as a full eY~ination o~ the 
reasonableness o! Edison's practices. Final adjust:ents upward or 
downward may be appropriate, depending on the result o! these 
in~uiries a~d the tr~~$ition ~ethod developed in OIl 56. S1milarly, 
fuel expense for the record ~eriod is subject to recalculation 
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upo~ the completion of this proceeding a~d the eetermination of 
a coal pl~~t capacity !acto~ incentive p~cedu~e. In view of 
the p~esent status of Ol! 56, it is ap?rop~ate to provide that 
Edison shall make its next !iling based on a September 1st revision 
date and the procedures as ~odi!ied by Decision No. 91277. 
Findin~s of F~ct 

1. By Application 59499 Edi50n ~ecks ~~ increase in 
ECABF cst~ated to produce ~~~ualized revenues o! $666.6 ~illion. 

2. Staff proposes ~~ increase of about $610 ~illion. 
3. For ba1~~cing accou.~t estimating purposes it is reasonable 

to apply ~!arch re corded results to April .. 
4.. A reasonable estimate or Bdison's bal~cing acco~~t 

undcrcollection as of May 1, 1980 is $255.8 million. 
5. A weighted average basis is a reasonable method of 

est~~ating ~~e1 oil prices as of the rev~sion date. 
6. The adopted price est~ates are reasonable. 

~ 

7. Edison's fuel procure=ent strategy resource ~ix is 
I' 

a reasonable basis for setting rates. 
8. k~ increase i~ the average ECABF of 1.024¢/kW.~ esti:atee 

to produce a~~ualized revenues of $560.4 ~illion is reasonable. 
9.. A.~ increase in t.he Fuel Collection Ba1:?!'lce Adjustment Billing 

Factor to :-er~e~t highe:- interest_. applied to the accou."'lt is reasonable .. 
10.. Before sprcadi~g the rat.e increase on a uni!o~ ¢/k~b 

basiS, it is reasonable to a~just present rates so as to provide 
that the system o.verage ra:t,e is e~ual t.o the resic.e:ltial ave:-age 
rate. 

11. A total nonli£e1inc rcsidcnt~l rate 1.5 :imes ~he to~l 
average lifeline r~tc is reaso~ble. 

12. A three-tier residential rate design should be considered 
wh ~d . . 1·'· • ... di ' • ~ .en ~ ~son ?r~ce e as~~c~~y s~u es a~ co~?ewe~ • 
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Conclusions of Law 

1. Edison should be authorized to establish the revised 
ECAC billing factors set forth in the folloWing order. 

2. Because of substantial undercolleetion ~~d the scheduled 
revision date having passed, the effective date of this order 
should be the date hereof. 

I~OW~ 

IT IS ORDERED that: 
1. Southe~ Califo~-ia Edison Company (Edison) is authorized 

to establish and file with this Com=ission within five days ~ter 
the effective date of ,this order, in con!o~ty with the provisions 
of General Order No. 96-A, revised tariff schedules of BCAC billing 
factors as follows: 

Residential 
Lifeline 
Nonli!eline 
All Other Schedules 

2·553¢/kv~ 
5.e64¢/k~ 

4. 96o¢/kWh 
2. Edison shall expeditiously complete the elasticity of 

demand and related studies relative to its domestic customers, 
as previously ordered by DeciSion No. 91416, Which denied rehearing 
of Application No. 5S764. These studies shall be presented in 
Edison's next ECAC proceeding • 
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3. The ECAC balancing account for this record period 
is subject to further review with respect to the reasonableness 
of recorded expenses. 

The effective date of this order is the date hereof. 
Dated MAY 2 0 1~Sf:j , at Sa.'l Francisco, Cali!'ornia. 

~~'_~t 
~~?lQ ~-:::Ji7 
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