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Decision 98-06-069 June 18, 1998 

. _ _ .• J. . ..~. 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

11\ the ~'fatter of the Applictltion of Southern 
California Edison Company (or Orders: 
(1) ~ppro\'ing a Proposoo Settlement "I,d Power 
Pdrchase Agreement ReslructuriJ)g Bctweel\ 
Edison and Pacific Ellerg),; (2) Authorizing 
Edison's Recovery in Rates of Payments l\·fadc 
Pursuant to the Power Purchase Agrccme)\ts 
included in the Proposed Settlement and 
Restructuring. 

FINAL OPINION 

Summary 

Application 96-08-039 
(Filed August 16, 19(6) 

In this decision, we determh\e the dispositiOl\ of a $15 milliOl\ payment 
. . 

n\a.de by Pcldfic Energy (Pacific), a Qualifying Facility (QF), to Southern 

Califon)ia Edison Company (Edison) pucsuant to a settlemel'lt go\'crnirig the 

renegotiation of two power purchase ngreeJllents. \Ve npprovcd the settlen\el\t 

in DedsiOJ\ (D.) 97-07-039 Outy 16, 1997). h\ this decisiOll, we order the paynlCnt 

to be recorded as a credit to Edison's Transition Cost Balancing Account (TCBA). 

This decision closes Applic,ltion (A.) 96-03-039. 

Discussion 

0.97-07-039 reserved for this final decisioil the issue of whether the 

settlement ptl)rrnent in question should be refunded dircdly to ratepayers 

through the Electrk Deferred I{cfund ACCOUJlt (EDRA) oc, nlternativcly, 

rtXorded as a crcdit to the TCI3A and thereby used to reduce the ilmolult of 
"' . 

tr,ulsition costs 16 be rccovcted during the tr,'nsiti6n period established 'by 

Assembly Bill (AB) 1890. Ordering P.uilgraph (OJ» 2 of 0.97-07-039 fixed a 
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briefing schedule on this issue; OP 3 required Edison to pla.cc the payment in a 

memorclndun\ accolillt pending issuance of this o~der dircctillg the trcatmel)t to 

be accordeti this payment. These predicclte conditions havc bee:.l satisfied. 

The COll.'unission's Office of Ratepayer Ad\'occltes (O~A) argues that the 

payment should be credited to the EORA because it fits the inclusion criteria: it 
• 

was unanticipated and unforCC-clst when the current r~lte le\'eI was set, and its 

re(llization is cOlltitlgent upon the ConHnission adoption of the settlenlent 

between Pacific and Edison. ORA also argues that the ratepayers should receive 

it as a direct refuild, because they have already funded thtough reltes the 

overpaYIllClH that is being recovered in the seUletl\elll. Edison argues that the 

paytnent should be credited to the TCBA (which it refers to as the "ere 
Balancing ACC<HU\t" in its pleadings) in accordallce with Commission precedent, 

legislative policy, and appropriate regulatory incentives. 

In 0.96-12-025, we determined that the EORA accounts would accumulate 

direct refunds for disallowances, settlements of reasonableness disputes, and 

utility cost refunds based on regulator}' aclions. Refunds resulting (ron\ the 

rencgotiatiOll of pow('c purchase contrilCts do not fit this direct refund policy. 

In AB 1890, Public Utilities (I~U) Code §§ 330 et seq., Section 367 
provides that: 

"The cOInmission shaH identify and determine those costs and 
categories of costs for gener~ltion-related assets m\d obligations, 
consisting of gener~llion facilities, genereltion-related regulatory 
assets, nuclear settlements, and powet purchase contr~lcts, including, 
but not Iitnitcd to, restructurings, renegotiations or terminations 
thereof approved b}' the con\mission, that werebeing collected in 
comtnission-approved r~lt('s on December 20, 1995, and that may 
bccOlne uneconomic as a result of a con\petitive gellcration 1l1arket, 
in that these costs nla}' Ilot be recover.)bte in inarket prices in a 
competitive n\arkct, ... These uneconomic cost~ ... shall be recovered 
frOIn all cllstomers ... " 
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Absent a finding of lmre.1Sonable bcha\'ior on the p"rt ot the utility, or a 
~~ 

settlement approved by the Commissio)'\ to rcsol\,c alleg(llions of llnrc~)soni\blc 

be1Mvior, what is true for gencr(\tion·relaINl costs should generally ,,150 be true 

for r~funding of those costs. The p"yment at issue here deri~'cs (ron\ the 
. ".. . . 

reilegotiation of power purchase contr.\cts that wetc approved by the 
c • ~ 

Commission. Althotigh in the u5u,,1 course of c\'ents, such renegotiation wC?uld 

not ordinarily take place in the context ofscftlen\ent of a dispute concerning thc 

alleged breach of pcrforn"!tmcc by the QF, ihtlt ~hapl-")ens~to be the CilSC here~ The 

purpose ot the sculenlent \\tas not to resolve an allegc\tion of unreasonable 

behavior 011 the part of the utility, in which case refunding the 1l10l1ey to the 

EDRA account would be appropriate. \Ve therefore direct Edison to credit the 

payment to the TCBA. 

Findings of Fact 

1. A $15 nlilliOJ\p.lyn\Cllt, the disposition oJ which is at isstte here, was made 

to EdisOJ\ HIlder thcierms ot a $cttlcnlent agr~n\ent. 

2. The paynlent was nlade during the r.lte freeze l\\andatcd byAB 1890. 

3. The seltleillent bel\lJeen Energy Padficalld Edison did not address any 

issues of unreasonable behavior on the part orthe utility. 

Conclusions of Law 

1. In 0.96-12-02.5, we detern\ined that the EDRA accounts would accltlllul.lte 

direct refunds tor d·isanowanc~s, settlen\ents of reasonableness disputes, .\nd 

utility cost refunds based On regl~latory actions-' Refunds resulting from the 

renegotiation of power purchase COl\tr~lcts gcnemlly do not fit this dire<:t r~fund 
. . 

policy unless theiearcissites of tlrtl'casonable ~ehavil?1. on the part of thc· tttility. 

2. The paynlellt at isstte here Il\Ust be I'tXotded as a credit to Edison's TCBA . 
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FINAL ORDER 

IT IS ORDERED that: 

1. Southern California Edison Company (Edison) shall credit to its Tr.lllsitiO)\ 
. . (. . 

Cosf _Balallcing Account the paymcllt n\adc by pad(ic'EI~ergy to Edison pursuant 

to the s~ttlcmellt agrecn'\el\tappto\'~d in this proteCding, Clnd subsequently 

placed' in a IllcmofilndtInl account pending issuance 0/ this Order, plus "CHUed . . 

interest. 
. _., 

2. Application 96-0S-039 is closed. 

This order is effective today. 

D.ltcd June 18, 1998, at Sall Fri\llcisco, California. 
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RICHARD A. BILAS 
Presidel,l 

P. GREGO~YCONLON 
JESSIE J. KNIGHT, JR. 
HENRY ~,f. DUQUn 
JOSIAH L. ~EErER 

Comlllissiol'lCis 

'-


