
• 

• 

• 

AL.J/bw 10 

Dec is ion No. 
92069 

BEFORE THE PUBLIC TJ'IIl.I'!IES CO~SION OF THE S'IA'IE OF CAI.IFORNIA.. 

In the Matter of the A~p1ic:ation ) 
of SIERRA. PACIFIC POWER COMPANY ) 
for Au~ority to Implement its ) 
Energy Cost Adjustment Clause ) 
(ECAC). ) 

) 

Application No. 5949l 
(Filed March 3, 1980) 

Patrick T. Kinney, Attorney at Law (~evacla), 
:or Sierra Pacific Power Company, applicant. 

James T. Quinn, Attorney at Law, Hugo'J. Luke, 
ana RaVmond Charvez, for the Comm~ss~on 
staf:t. 

o PIN ION - ......... _ ...... -- ..... 
Summary of Decision 

This decision authorizes Sierra Pacific Power Company 
(Sierra Pacific) to increase its Energy Cost Adjus~ent Billing 
Factors (E~BFs) fr~ the present 2.143i/kilowatt-hour (kWh) to 
3.084i/kWh :or lifelL~e sales and from 2.955i/kWh to 4.252~/kWh 
for nonlife line sales. The increased rates will produce $5,295,400 
in additional revenue on an annual baSis, which is a 26.1 ~erc~t 
increase in overall revenues. 
Aop1ication 

Sierra Pac1:ic filed this application pursuant to its 
Energy Cost Adjus~ent Clause (ECAC) previously authorized by ~e 
C~ission. The application seeks authority for Sierra ?acific 
:0 generate $6,070,849 in additional revenue by increasing its 
ECABF from 2.l43¢/k."tlh to 3 • 685i/kw"h. fo::, lifeline sales and 
2.955i/kWh to 4.470¢/kWh for ~onlifeline sales • 
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A duly noticed public hearing was held in ~is ma~ter 

before Administrative taw .Judge Donald B • .Jarvis at: Sou1:h Lake Tahoe 
on April 22, 1980. The matter was submitt:ed subject to the filing of 
late-filed exhibit~transcript, and briefs wnich were received by 

~y 27, 1980. 'The COlXllllission staff (staff) filed a. corrected exhibit 
on June 2, 1980. 
Material Issues 

the material issues presented in this proceeding are: 
1. How should economy energy sales be calculated for the purpose of 
determining the offset rate in this procee<iing! 2. How should the 
power sales between Pacific Gas and Electric Company (PG&E) and 
Sierra Pacific be ac~ounted for in this proceeding! 3. Wha:1: is 
the appropriate rate design for spreading the rates which may be 

authorized in this proceeding beeween lifeline and nonlife line 
schedules'? 
Position of Sierra Pacific 

Sierra Pacific contends that its existing rates are 
insufficient to meet the increased cOSts of fuel and/or purchased 
power. It asserts that additional annual revenue of $6,070,800 
is necessary to meet these costs and th~t if the application be 
granted there will be no increase in its net operating income. 
Position of Sierra Pacific Customers 

Three of Sierra PaCific's customers gave sworn statemen~s 
at the hearing. In general, they testified abo~t the economic 
hardship caused by increased rates. Two of the witnesses told of 
their efforts to conserve energy b~t indicated that because of an 
aged or disabled parent living in the household it was necessary 
to use sufficient energy to maintain a comfortable t~perature for 
the~. One of these witnesses also testified that there should be 
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a special lifeline increment for persons who were not served by a 
water system and used electrieity to pump domestic water from their 
own wells.. Ihe other witness testified that any rate increase 
should be contingent on Sierra Pacific's developing alternate sources 
of energy. 

The third witness questioned the manner in which ECAC 
operates. He expressed the concern that large seasonal or inter
mittent users of electrieity) such as ski areas, would not benefit 
where an excessive ECABF was in effect at ~~e t~e of great elec:rie 
consumption and there was little usage in the subsequent period when 
~~e ECABF was adjusted downward. He also questioned the possibility 
of Sierra Paeific's 'dooestrapping rates beeause it is subject to the 
jurisdiction of three regulatory agencies. 
Items of Contention Between 
Sierra Pacific and the Staff 

There was agreement on most matters between Sierra Pacific 
and the staff by the end of the hearing. Ihere are three items in 
dispute: 

1. Sierra Pacific calculated the offset rate, 
utilizing the incremental cost of economy 
energy sales actually recorded during ehe 
test year. Ihe s~aff recommends using 
average incremental cost during the last 
month of the recore period. 

2. Power sales. Sierra Pacific has rwo power 
sale contracts with PG&E. In one, Sierra 
Pacific has contracted for lOS megawatts 
of power from PG&Z on a tak~ or pay 
basis. In the other, Sierr3~~cific has 
agreed to provide PG&E 50 megawatts of fi~ 
power for a 24-hour period subject to appro
priate notification and its prior consent. 
Sierra Pacific contends that the purchases 
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Discussion 

and sales under each contract should 
be ~ccountcd for as separate trans-
actions. The st~£f contends that the s~les 
to PG&E should be accounted for ~s cxch~nges 
and used to diminish the amount of power 
purchased f~om PC&E. 

3. RAte Design. Sierra Pacific proposed a 
uniform 1.5l5i/kWh increase for both lifeline 
and nonlifcline sales. The staff reco~~ends 
that a uniform percentage increase be applied 
to lifeline and nonlifeline sales. 

A. Matters of Concern to Customers 
The cost of energy needed to generate electricity is an 

allowable expense for Sierra Pacific. No rate of return is allowed 
on this type of expense. In tOday's world fuel costs go up and down 
rapidly. The Co~~ission h~s established ECAC provisions for all 
electric utilities. ECAC provides for a balancing account. When 
fuel costs go up the E~.BF portion of Sierra Pacific's rates is 
increased, which results in highcr rates. When fuel costs go down 
the ECABF is reduced, which results in lower r~tcs. ECAC proceedings 
scrutinize the alleged change in fuel Costs. 

1. Lifcline 
In 1976 the Commission instituted an investigation 

relating to the ~ppropri~tc q~n:ities of lifeline for ~ll gas 3nd 
electric utilities subject to its jurisdiction. The Final Opinion 
in Ph~se II of that ?roceeding considered contcntions similar to 
those advanced herein. The Co:nniss ion dec lined to establish ~ lifelin,e 
increment for ?~~?ing of well watc:r for domestic usc or for persons 
living in facilitics providing long-term care and housing for the 
aged. (Investigation of Lifeline Quantities (1978) 83 CPUC 589.) 
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Since an ECAC proceeding is limi1:ed 1:0 very narrow 
issues 7 it is n01: appropriate to consider questions relating 1:0 
lifeline quan1:itics herein. However 7 in Inves~iga~ion of Lifeline 
Ouan1:ities the Commission made the follOWing findings: 

"4. 'the proposed end uses of pumping of domestic: 
well water and gas for residen~1al air 
conditioning do not fall within tae criterion 
set forth in the preceding finding, and life
line quantities anQ volumes for such uses 
should not be generally established. However, 
we will in future ra1:e proceedings consider 
allowances for domes1:ic well pumping where 
significant need by customers is demonstrated." 

*** 
"9. there are no Q.a.1:a in the record which will 

per.nit us to define reasonable s1:andards of 
eligibility for lifeline gas and elec1::ic: 
service or sufficient eviaence to designate 
lifeline volumes and quantities for per=anent 
residents of single rooms in homes for the 
aged. boarding and rooming house, do~itories, 
hotels, and similar residences." (83 CPUC a.t 
605, 606.) 

Sierra Pacific has recently filed an application for a general rate 
i~crease with the Co=mission (~OI 24). It would be appropriate to 
raise questions relating to lifeline quantities in that proceeding if 
any parties desire to present ,evidence on that subject. 

2. Alternate Sources of Enerzv 
the Commission has been in the forefront of the 

consideration of new or alternate sources of energy for electrical 
generation. There have been n\lme-rous proceedings dealing with ~is 
matter. (E.g., Joint Investigation With Energy Commission Into 
Potential Use Of Solar Energy In California (1978) 84 CPUC 550.) 
The following general investigations relating to electric utilities 
are pending before the Comc.ission: OIl ~o. 13, Investigation to 
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Deter.nine and Evaluate Proposed Programs for Sale and Installation 
of Solar Devices; OIl No,. 42, Invest1ga'C10n in'Co Feasibility of 
Establishing Various· Methods of Providing Low Interest, Long-term 
Financing of Solar Energy Systems; OIl No. 66, I:c.vestigation into 
Fo:rm, Timing,: and Public Disclosure of Puel Oil Conuacts Entered 
into by Regulated Electric Uti11ty Companies; and OIl No. 67, 
Investigation for the Purpose of Adopting Methodology for calculating 
~~rginal Costs of Electric Service. (See also OIl No. 26 and OIl No. 56.) 
Since EChC proceedings only focus on current flow ~ough costs, 
questions dealing with alternate sources of energy are not appropriate. 
They are properly considered in o~~er types of proceedings such as 
the ones previously mentioned. 

3. Vary1ng Power Usage 
As indicated, an ECAC proceeding focuses on ~e cost 

of power to generate electricity. Substantial matters of rate 
design are not appropriate in ECAC proceedings but are properly 
handled in general rate cases. In adjus1:ing the ECABF, i1: is not 
feasible to relate increased or decreased power costs to types 
of customer usage. (See Wood v Public Utilities Comma (1971) 
4 C 2d 28$, 296, ceX't. denied 404 US 931.) If persons whose \:Se 
of large ~ounts of electricity varies because of cl~tic conditions 
have proposals for specific rate or tariff treatmen~, these proposals 
should be advanced in a Sierra Pacific general :a:e case. 

B. General 'Matters 
The record indicates that Sierra Pacific opera~es efficien~ly. 

The operatL~ availability of its electrical generating units 1s 98.41 
percent co~pared to a national average of 86 percent for s~ilar units. 
Its capacity factor is 62.3 percent compared to the national average 
of 63.25 percent. Its forced outage rate is 1.22 percent compared to 
the national average of 4.B percent • 
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Southwest Gas Corporation (Southwest) supplies natural gas 
~o Sierra Pacific which is used to gene:ate electricity. At the 

~ime this application was filed Southwest informed Sierr~ P~cific 
~hat the applicable rate would oe 40.9004 cents per·therm of natural 
gas. At the hearing Sierra Pacific introduced in evidence t:b.e ~evised 

tariff page filed by Southwes't: with the Nevada Public Service 
Commission which provides for a rate of 40.0115 cents per the:m. 
Sierra Pacific and the staff agreed that ~he calculations in this 
proceeding should be revised to ~eflect the rate filed by Southwest. 
As a result, the annualized fuel and purchased power costs for 
Southwest attributable to california will be reduced approximately 
$212 ,300. 

'!here were va::ious areas of disagreement be-eween Sier:'a 
Pacific and c.e staff at the outset of the proceeding. During the 
course of the hearing Sierra Pacific accepted adjustments made by 
the staff in the magnitude of more than $260,000. Since there is 
agreement on these matters, they need not be considered at length. 

C. Economy Energy Sales 
Revenue from economy energy sales made by Sierra Pacific 

is used to offset its fuel and purchased power costs. Economy 
energy sales are made by a utility which is not fully using its 
power sources at ~~e time of delivery to a buyer which uses ehe 
energy ~o reduce generating electricity with more expensive sources 
or to avoid curtailing delivery to secondary or interru~tible 
custocners. 

In arriving at the offset rate, Sierra Pacific utilized 
the incremental cost of economy energy sales actually recorded during 
the test year. Sierra Pacific contends that it is authorized to do 
so under t:.i.e ECAC state."tlent filed with the COClmissio1'l. 'Ihe staff 
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contends that 'the average incremental cose for the end of the test 
year should be used.. The Commission finds the suff's position to 
be the correct one for the reasons which follow. 

Sierra Pacific coc.'cends· thae Section 6J(1) of its. 
preliminary ECAC s'Catement provides for the use of actual recorded 
test period economy energy sales whereas Sections 6H(1) (a) and 
6H(2)(a) provide for the use of the end-of-record-periocl rates for 
natural gas and purchased power costs. Sierra Pacific also argues 
that end-of-r~cord-period costs cannot be used for economy energy 
sales because there may not 'be any in the last month of the test 
period. 

Sierra Pacific has used ewo diss~ilar sections of its 
preliminary ECA.C statement in attempting to justify the result 
it seeks. Section 6J deals with the establishment of an Energy 
CoSt Adjust:alent Account. It does not deal with developing current 
costs, which is deal: with in Section GH. 

Section 6J provides for an account with monthly entries. 
'Interes t charges are calculated monthly on this account.. Section 
6J(1) provides that: 

"Total system coses of fuel and purchased power should 
be reduced by the amount of revenue, if any, billed 
during the month for the fuel component of economy 
or surplus energy sales transaceions .. " 

This is a mandate for a standard type of bookkeeping. 
Section 6H begins with this preface: 

"Current Cost of Fuel and Purchased Energy 

"The current cost of fuel and purchased energy 
shall be developed as follows: .... " 

ioI'ni'l.e Section 6H does not specifically mention economy energy sales, 
it wo~ld not be reasonable to calculate the cost of fuel and purchased 
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energy on a current basis and utilize past figures for economy 
energy sales. Section 6J adjusts costs and revenues on a monthly 
basis, and is consisten:c on the basis of its use of recorded figures. 
the applica:ion of Section 6R would yield an ~proper result if all 
'Che factors utilized were not calcula:ed on a consistent basis. . 

Sierra Pacific's contention that end-of-record-period costs 
should not be used for economy energy sales because there may not 
be any sale in the last month has no merit. An end-of-record-period 
cost may be derived. Section 6H does not call for a computation 
based upon a transaction in the twelfth mon:h of the test period. 

A primary purpose of ECAC is to establish an offset rate 
that will minimize the differential between projected and actual 
energy expense. The staff's methodology is more consonant with 
this purpose than that advanced by Sierra Pacific. The Commission 
f~ds that economy energy sales should be calculated on a current 
basis • 

D. P~er Contracts with PG&E 
As indicated Sierra Pacific has contracted with PG&E 

for 108 megawatts of power on a take or pay basis. There .. is 

another agreement in which Sierra Pacific agreed to provide PG&E 
50 megawatts of power for a 24-hour period subject to appropriate 
notification and its prior consent. 

Sierra Pacific contends that the transactions under each 
agreement are distinct and unrelated and separately billed. It 
argues that the fir.:n capacity payments for the 108 megawatts should 
be credited to Account No. 555 (Purchased Power) while payments 
received from PG&E for the sales of 50 megawatts should be credited 
to Account No. 447 (Sales for Resale). Under this accounting procedure 
the benefit of the sales to PG&E inures to Sierra Pacific's share
holders. The aMount involved in this proceeding is $52,548 • 
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The staff con-een<is 'tha-e 'Che agreement: -eo provide PC&E 
wi-eh the 50 megawatts is- one to forego a por-eion of :he 108 megawa-ets 
at: certain agreed-to ti:nes and 'tha-e bo'Ch shou.ld be included in 

Account No. 555. Under this procedure the amount of undercollect:ion 
f=om Sierra Pacific's cus-e~ers wou.ld be reduced. 

Sierra Pacific argues that: the Commission has adopted 
the Unifo~ System of Accounts established by 'Che Federal Power 
CommisSion, the predecessor of the Feder~l Energy Regula:ory 
Commission (!ERe). (Uniform System of Accounts for Electric 
Utilities (1937) 40 CRC 77.) Sierra Pacific asserts tha-e Accol.Ul-e 
No. 555 of the FERC Uniform System of Accounts provides ehat 
"distinc-e purchases and. sales should not be recorded as exchanges." 
(18 CFR, part 101.) Sierr~ Pacific asserts that this language 
~nd.a-ees the accounting treatnent it has given to the 50 megawat~ 
?ower sales .. 

Account No .. 555 of 'Che FERC Uniform System of Accounts 
provides in part ~t: 

"Purchased power. 
"A. '!his accoun-e shall include t:he cost a-e 

point of receipt by -ehe u-eility of 
electricit:y purchased for resale. It 
shall.include, also, net sett:lements 
for exchange of electricity or power, 
such as economy energy, off-peak energy 
for on-peak energy, spinning reserve 
capacit:y, et:c.. In addit:ion, t:he account: 
shall include the net: settlements for 
transactions under pooling or inter
connection agreements wherein there 
is a balancing of debi~s and credi~s 
for energy, ca?aci~y, e~c. Distinc~ 
purchases and sales shall ~ot be 
recorded as exchanges a~d ne~ ~~ounts 
only recorded merely because debit and 
credit amounts are combined in the 
vo\,!cher settlemen.t." 
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Sierra Pacific's argument is flawed by the faet that it assumes 
the point at: issue. In essence, 'the staff's position is 1:hat 
the SO-megawatt:agreement is no~ a separate, independent agreement 
but is a modification or novation of the oCher agreement providing 
for the tenporary forebearance of Sierra Pacific's right :0 the 
108 megawatts. (See Civil Code §§ 1530, 1531(l); San Gabriel 
Valley Readv-Mixt v Casillas (1956) 142 ~ 2d 137; MOrgan v Western 
Ho, Inc. (l962) 200 ~ 2d 890.) 

!here is disparate evidence about the ewo contracts. 
Neither was offered in evidence. Jack McElwee, Sierra Pacific's 
~nager - Rates and Regulation, testified that:: 

"Q Are you. aware of any agreements whereby Sierra 
Pacific has agreed to forego a portion of t:his 
fir.n capacity commit::nent of 108 megawatts '? 

itA I am not sure after discussing that temirlology 
'forego' with the Manager of Power Production 
that that is a proper :er.ninology. 

"I am aware of an agreement whereby we would 
provide 50 megawatts of capacity to PG&E. Now, 
whether ~~t ter.n 'forego' would relate 
directly to PG&E demand kw which is provided 
to Sierra Pacific, I am not: acsolutely cert:ain, 
but: 'there is a commiement, alt:hough i~ is a 
short-te~ commitment which would provide that 
Sierra on occasions at the reques~ of PG&E does 
provide SO mega.wat.ts of fir.n capacity." 
(R'I 20 .. 21.) 

"Q Now, if you are receiving 108 megaw3'Cts from 
PG&E, why do you choose to send back 50 megawat~s? 

"A Tha~ is a question I ca.n't answer. I don't know." 
. (R'! 22.) 

The staff has ci~ed a decision of the Nevada Publie Service Commission 
which deals with the rwo agreeoents. (Deeision in A~~lication of 
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Sierra Pacific Power Company Docket Nos. 2590 and 2591, before 
Public Serr.lce Commission of Nevada, en~ered Janua:y 7, 1980.) 
Ib.e COlmllission takes official notice of that deeision. (Evidence 
Code § 452(c); Rules of Practice and Procedure, Rule 73.) The 
following appears in the Nevada decision:' 

'~. Jack McElwee returned to ~~e stand to testify 
in opposition to :he Staff's proposed deduction 
of Applicantts demand charges for economy energy 
sales from its Purehased Power Account-No. 555 
and explained how the actual transaction worked. 
Applieant had a contract with Paeific Gas and 
Electric Company for lOS megawatts of fir.: 
eapaeity_ Applieant then made a eommi~ent to 
forego SO megawatts of that amount and take only 
58 :negawat'Cs of fim capacity from PG&E. !his 
decrease in its fir:n eapacity, however, then 
foreed the Applieant to start up a generating 
unit of its own to caintain the spinning reserve 
requirements neeessary for its system. Mr. McElwee 
ter:ned ~is eommit:nent to forego eontraeted 
capacity, a capacity sale and stated that PG&E 
was billed for ~e resultant s~rt up eosts of 
'Che spinning reserve generator. He explained 
that these costs were ~~e amounts in question 
and stated ~t while Applicant nor:nally combined 
billing its capaeity sales and economy sales for 
convenience purposes, they were distinet trans
aetions and there had been eapaeity sales duxing 
the test period without assoeiated energy sales. 
He concluded that Applican:'s position was that 
these eapacity sales were a fi~ com:ni~ent for 
capacity on Applicant's system and, therefore, 
exhibited a separate pricing configuration and 
should be included in Aceount No. 447, Sales 
for Resale. 

"U?on cross-examination Mr. McElwee agreed that 
the effeet of erediting these amounts to Aeeount No. 
447 rather than to Aecount No. 555 would be to 
flow 'the benefi'ts of 'these eapaeity sales 'through 
to the stockholders. He explained that the sales 
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would probably be classified as !ERC. jurisdictional 
revenue and would not, therefore, increase the rate 
of return on Applicant's Nevada jurisdictional 
operations. He s'Cated, however, 'tha:t 1:he capacity 
rates were fully compensatory to the Applicant, so 
that the Nevada ratepayer would not be affected 
one way or the other. 

"Ques tioned by Comrniss ioner MacDonald, Mr. McElwee 
agreed that Applicant was, in effect, purchasing 
capacity from PG&E,. ~en giving it back and charging 
PG&E with the costs associated with the return of 
that capacity. He stated tha.t Applicant was 
interpreting this as a sales transaction, but agreed 
that it could also be termed a reduction of an 
expense, which was essentially Staff's position on 
the matter,." (Slip decision at pp. 10-11.) 

"Applicant did oppose the adjus~ent proposed by 
Staff to deduct Applicant's demand charges for its 
capacity sales from Account No. 555. Applicant 
argued that these transactions were distinct sales 
and should be credited to Account No. 447, Sales 
for Resale. It is clear, however, ~t any power 
purchased under Applicant's fi:m contract for 
108 megawatts with Pacific Gas & El~ctric Company 
would be included in Account No. 555 and that the 
cost for that energy would be borne by Applicant's 
ratepayers. While Applicant seeks to characterize 
the foregoing of its ri$hts under its contract as 
a sale, the Commission ~s of the opinion eha~ it 
is clearly ~ore appropriate to treat it as a 
reduction of its expenses ~~der ~~t contract. 
Applicant further argues that the immediate 
benefits of foregoing its rights to capacity under 
that contract should go not to its ratepayers, 
but to its stockholders instead. The CommisSion 
is of ~~e opinion that since Applicant's ratepayers 
bear the immediate brunt of its purchases under 
that contract they should also receive the ~ediate 
benefit of any reduction in the expenses ~~t would 
be generated under that contract. Therefore, the 
Commission concludes that Staff's proposed adjus~ents 
to include the demand charges for Applicant's capacity 
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sales in Account No. 555 are appropriate and should 
be approved." (Slip decision at p. l7.) 
It is not necessary ~o dete~e whether the decision of 

the Nevada Public Service Commission constituees collateral estoppel.Y 
Sier:a Pacific had the burden of establishing that its proposed 
accoun~ing for the transactions with PG&E was correct. (Evidence 
Code §§ 500, 550; Shivell v Hurd (l954) 129 CA 2d 324; Ellenberger 
v City of Oakland (1943) 59 CA 2d 337.) The Commission finds that 
Sierra Pacifie has failed to meet this burden and that the staff's 
aceounting is more reasonable and it should be adopted. 

E. Rate Design 
Sierra Pacific proposed to increase the ECABF on a unifo:m

cents-per-ther,n basis for lifeline and nonlifeline customers. Sierra 
Pacific contends that ~is approach is proper because as of December 5, 
1979 its lifeline rate was 35 pereent below the total average system 
rate. The staff contends that because of the magnitude of the 
increase i't would be more equitable to use a unifot":l perce:u:age 
increase rate. A comparison of the ewo proposals, adjusted for the 
change in Southwest gas rates is as follows: 

1/ Sierra Pacific contends that the Nevada Public Service Commission 
uses a different system of accoun'ting than this Commission. 
Assuming arguendo that this is correct, it would have no bearing 
on the application of collateral estoppel to facts de~ermined 
in the Nevada proceeding • 
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!tem -
?re~ent ?~te:5 

O!'!',et 
3.al.3l'lci:lg 

Total 
?~~sed !ne~a~e 

O!'!',et 
3.alanci:lg 

'!'o~al 

?"!'o'OOsed ~at~:5 

O!'!',et 
3alancing 

':'ot31 

Uni!"orm tlkWh Rate !)e~ign 

Li!"eline 

1.0:;4. 
.195 

1 .. 229 

3.163 
.209 

3 .. 372 

~onli!"e1ine 

2.91.W.~ 
O.OU. 
2 .. 9" 

3·975 
.209 -

Unii'om ch !ncrea~e R3te Design 

Li!'eline ~i!'eline 

Appendix A contains compa=isons of the revenue effect of 
~he rate design proposals and of typical residen~ial and c~ercial 
oi11s under the present, proposed t and adopted rates. 

In view of ~he theory ~derlying lifeline ra~es and the 
~gnitude of the increase here involved, the Commission finds that 
the staff's methodology is more reasonable and should be adopted. 

No other points require discussion. The Commission makes 
the following findings and conclusions. 
Findings of Fact 

1. Consideration of what constitutes the appropriate quantity 
of energy for lifeline rates is not appropriate in an ECAC proceeding. 
It is more reasonaole to consider that question in a generic 
investigation or general rate case involving a specific utility • 
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2. It is not appropriate to consider questions dealing wi1:h 

the development of new or alternate sources of energy in an ECA.C 
proceeding. 

S. It is not appropria'l:e 1:0 consider :nat'ters of gene:t'al rate 
design in an ECA.C proceeding. It is more reasonable to conside: 
these matters in a general rate proceeding involving a s~ecific study. 

4. In arriving 30'1: the offset rate it is reasonable to ca.lcuJate 
the incremental cos~ of economy energy sales at the curren~ cost at 
the end of the test yea:t'. This mode of calculation is consistent 
with the way in which the cost of fuel and purchased energy is 
calculated. 

S. Sierra Pacific has entered into an agreement with PG&Z 
for lOS megawatts of power on a take or pay basis. !here 
is another agreement between the companies in which Sierra Pacific 
agreed to provide PG&E 50 megawatts of power for a 24·hour period 
subject to not~fication and its prior consent. 

6. Sierra Pacific has not established by a preponderance of 
evidence that the two ag:eements are separate, distinct,and in no 
way related. 

7. It is reasonable to construe the 50 megawatts agreement 
as a oodification or novation of the other agreement providing for 
the'temporary forebearance of Sierra Pacific's right to the 108 
:negawat-:s. 

8. In the light of the present record it is more consonant 
with the theory underlying lifeline rates to increase the lifeline 
and nonlife line rates herein by a uniform percentage rather than 
uniform cen~s per kWh . 
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9. It is reasonable for Sierra Pacific to increase its ECABF 
as follows: 

Lifeline 
Nonlife line 

Present Rate 
¢lkWE: 
2.143e 
2.955 

Authorized'Rate 
¢!kWh 
3.084¢ 
4.252 

10. The increases found reasonable in Finding 9 will yield 
est:imated additional annual revenue of $5,295,400 to Sierra Pacific. 
Such increase is necessary for effecting a direct recovery fr~ 
Sierra Pacific's California electric customers of the increased fuel 
and purchased power ~osts and is not intended to result in increasing 
net operating income. 

11. The, increases found reasonable in Finding 9 can foster 
the conservation of energy • 

12. The changes in electric rat:es and charges authorized by 
this decision are justified and reasonable; the present rates and 
charges, insofar as they differ from those prescribed by this 
decision are for the future, unjust and unreasonable. 

13. There is an immediate need for the rate relief authorized 
herein. Sierra Pacific is alread~ incurring the costs which will 
be offset by the rate increase authorized. 
Conclusions of Law 

1. Sierra Pacific should be authorized to place into effect 
the ECABFs found to be reasonable in the findL~gs set forth above. 

2. the effective date of this order should be the date 
hereof because there is an immediate need for rate relief • 

-J1-



A • 59491 AU Ibw * 

o R D E R - - - --
IT IS ORDERED th~t Sierr~ Pacific Power Comp~ny sh~ll 

file wich chis Commission within five d~ys ~fter the effective 
date of this ord~r, in conformity with the provisions of Gener~l 
Order No. 96-A, revised t~riff schcdules with.ratcs, ch~rgcs, 
and conditions modificd so that the Energy Cost Adjustment Clause 
rates are increased to 3.084i/kWh for its lifeline rate and 
4.252i/kWh for its nonlifeline rate. The t~riff schedules sh~ll 
become effective five d~ys ~fter filing. The record period for 
bal~ncing account review in this proceeding remains subject to 
further review and possiolc adjustment after iss~nce of a final 
decision in Order Instituting Investigation No. 56. 

The effective date of this order is the date hereof. 
Dated IUL 29-. . at: S.:ln Frtlncisco, California. 

-18 .. 
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