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PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

EVALUATION AND COMPLIANCE DIVISION 
Energy Branch 

RESOLUTION 

... ; ~ 

RESOLUTION E-3014 
December 17, 1986 

SOUTHERS CALIFORSIA EDISON COMPANY (SCE). ELECTRIC , 
'DEPARTMENT, REQUEST FOR AUTHORIZATIO~ TO INCREASE BASE RATE 

REVENUE TO COM~ENSATE FOR OPERATIONAL AND FINANCIAL Att~ITtON 
AND CERTAIN EXPENSE ADJUSTMENTS, RESULTING IN AN INCREASE OF 
$40,379,000 IN THE LEVEL OF ~ASE RATE REVENUES.' , 

By Ad~iee Letter 141-E, fil~d Ottbber ~l. 1986, S6uth6r~ . 
CalifOr~ia Edi~ori Company (SeE) requejts .uthoriiatio~ to i~tie~.~ 
its "Levei of Base Ra te Revenues" as set forth on Cs to P. U. C. 
Sheets Nos. 9016-E through 9017-E, inclusive. The amount 
requested is $2,933,000 in anriual revenues. The facts are as 
fbllovs: 

1. The purpose 6f this filing 1S to revis~ the Preliminary 
Statement tb reflect an increase in the Level o£ Base Rate , 
Revenues to off~et 1987 financial and operational attrition and 
certain expense adjustments. This filing is made pursua~t to 
Decision 85-12-076 dated December 18, 1985, in Application 
83-12-053. 

2. SeE requests t~at the incr~ase in the Lev~lot Base Rate 
Revenues become effective January 1. 1981 as contemplated by ., 
Decision 85-12-076, but iequesis,~6 thang~ in rates. This could 
result in an u~dercollection in seE's ERAM account. d~pending on 
future adjustments for the Tax Retorm Act of 1986 and 6thei 
factors. but the dollar amounts are relatively small. 

3. The ratemaklng el~ments of seE's t~quested increase'ate shbvn' 
in Attachment A. SeE's adopted capital situcturetor Attrlti6~' 
Year 1986 and reque~ted capital stiucture for Atttltio~ Year 1981 
are shown in Attachment B. . ." 

4. SeE requests an attrition incre~seielating~to general 
operating and maintenance expense of $24,471,000, exclusiv~ of Sao 
Onofre ~utlear Geneiating Station (SONGS) refueling expense. The 
amount is taiculated by an indexing formula approved bj' t~is 
Commission in Decision 85-12-076. ' 
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5. sct requests a 
refueling of ~ONGS 
single unit (SONGS 
units in 1986. 
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net decr~ase of $16.~5'.OOO in expenses fot 
plant units, This reflects the refueling of a 
2) in 1987. compared to tefueling ot all three 

6. SCE has used a seven year average to estimate net plant 
additiOns in 1987. 

7. SCE has included in this attrition fl11n& an updated embe~ded 
cost of debt and forecast of embedded cost of debt during 1987, 
The 1987 capital tatio is unchanged trom Attrition Year 1986. 

8. SCE requests an increase of $20,594,000 to ieileet loss of 
sales to resale customers and hence an increase in costs ~$jign~d 
to CPUC jurisdictional sales. A similar request vas made and 
approved by thij Commission tor SCE's Attrition Ye~t 1986. 

9. In order to terminate a previously authorized w~ite-ott 01 
fuel cell expenses, SCE requests a reduction intevenues of 
$3.313,000. AttritiOn Yesr 1986.was the last of the lout c 

amortization rears. which were authorized in SCE's Test Ye&r 1983 
General Rate Case. 

10. Advice Letter 747-E correctly includes a net revenue 
reduction for interest synchronization, 

11. SCE's request includes a $6 i 932,OOO increase for a change in 
ad valorem tax rates. based on,an inc~ease in SeE's Unitary. , 
Assessed Ratio Over the Unitary Assessed Ratio adopted tor 1986. 

12. SCE's request includes income taxes based on 1986 taxtates 
in elfett. COnsideratiOn of the reveriue ~equirement im~act.'6f 
the Tax Reform Act of 1986 is deferred to Order instituting 
Investigation (011) 86-11-019, which orders that all revenues 
collected in 1987 are subject to tefund pending outcome of that 
proceeding. 

13. The Evaluation and Compliance Division has tevieved SCE's 
attrition. request and associated woikpapers. and recommends that a 
$2,933,000 increas~ in the Level of Base Rate Revenues be 
authorized. 

14. It is tecommended that the Commission nov complete the 
disbursement to ratepayers of an overcollection in SCE base ~ates 
made during 1981. By Res61uti6n~O. ~-599t date~ July 1. ~98~. 
the COmmi$~iOn ordeted that $5.879,600 be teser~ed in .-def~rred 
debit kCCOUo.t (Account 253 - Other Deferred Credits) for· tutut.e 
disbut~ement. vith inteiest a~~ri~ul.t.d fi6~ J.ntiAt~l, 19~~ ~$ing 
ECAC balancing account methodology •. As of December 31, 1986 that 
overcollection vill amount to $9,278.807.88 with interest. 



• 

• 

• 

-3-

The Co.mission may complete this disbursement by traQs{etring the 
$9,218,80).88 in the deferred debit account to SeE's ERAM account 
as a ratepayer credit. No change in authorized Level of Base Rate 
Revenues is required, In this vay the net ratep8Jer obligation 
authorized by this Resolution vill be reduced during 1987. It is 
anticipated that both attrition revenues and the overcollettlon 
disbursement will cease aL the end of 1987 at which time SeE's 
Test Year 1988 General Rate Case vill be decided. 

. -.~ , . 

15. Although SeE requests no increase in rates to match the
authorized increa~e in level of Base Rate Revenu~s, and the 
overcol1ection disbursement could remain in the ERAN account until 
SeE's next ECAC/ERAM decision, as a matter of policy it is 
preferable to m~tch authorized revenues ~nd rates vh't~_er c 

possible, Therefore, SCE should inclu4e in rQtes a decrease of. 
$6,640,40S in annual revenues during 1987. The calculation o{~-he 
rate level is shovn in Attachment C. Fi ling o{ievis~.t lad t f 
schedules should be made vithin five days, vith all changes to 
become effective January 1. 1987. 

16. SCE's Advice Letter 747-E requests an increase of $40,319,600 
in Level of Base Rate Revenues. but notes that this ~.ount would· 
be reduced to $2.933.000 vhen and it the Stipulation and Agi~ement 
approved in Decision 86-08-025 becomes effective. Vork PQpets tor 
both ligures were provided. Decision 86-08-025 adopted a 
stipulated return on equity of 13.9% and the capital ratio shown 
in Attachm~nt B. According to it~ terms, th~ .tipulation doe. ~bt
become effective until the Commission oider is final and no l6nger 
subject to appeal. However, the Federal Executive Agencies (FEA) 
havt filed a petition for wtit of reviev o{ Decision 86-0S-025 
with the California Supreme Court. 

The Commission should nov authorize an incie'se in SeE'. Level ~t 
Base Rate Revenue of $2,933,000, which is based On the assumption 
that the stipulation in Decision 86-08-02S vill become effective. 
Because the decision has not yet become {ina1, the Commission 
shouid at the ~ame time authorize SeE to record in a memotandufu 
account monthly debits based on the pto-rata difference betveen 
$2,933,000 and $40,379,000, plus interest at the same tate a~ 
allowed in SeE'S ERAM account. this memo~andum account ~hould 
protect SeE revenues in the event the stipulation approved in 
DecisiOn 86-08-025 does not become effective. 

17. The $2.933,000 authorized by this Resolution should also be 
subject to refund plus interest if the stipulation approved in 
DecisiOn 86-08-025 does not become etfective and if the Commission 
should in a final decision adopt a return on equity lover than 
13.9%. 

18. Public notite of this filing has been made by mailing cOpies 
of the advice letter to other utilities, government agencies and 
all interested parties vho requested it. The Commission has 
received no protests in this mat~et. 
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THEREFORE I 

}. Southern Celifornia Edison Company (SCE) is authorized to 
increase its Level of Base Rate Revenues by $2.9l3,000 to 
co~pensate for operatiOnal and financial attrition and certain 
expense adjustments. to become effective January I, 1987. 

i. sct is ordered to credit its tRAM atcount by $9,218,801.88 in 
order to complete disbursement of ratepayer 6vertollections made 
duting 1981. as anticipated in Commission Resolution No. F-599. 
dated July 1, 1982. The accumulated amount in SCE's deferred 
credit account shall b~ termInated. These changes shall be made 
effective January 1. 1981. 

3. SeE shall file within fiVe days re~ised tariff sch6dtiles 
decreasing ratesbj $6,640,408 in annual revenues, to match the 
net revenues for attrition and the overc6l1ection disburs~ment, 
authorized herein, Rate changes shall be calculated On system 
average percent change basis. The revised tariff schedules 
shall become effective Jantiary 1, 1981. 

4. SeE is authorized to retord in a memOrandum actount moAthly 
debits based on the difference between $2,933.000 and $40,379.000 
in annual revenues, When and if the Stipulation and Agreement 
adopted by Decision 86-08-025 becomes effective, the memorandum 
account shall be terminated. The memorandum a~count shall Accrue 
interest at the same rate authoiized tor SCE·s ERAM aCcount. 

5. Should the CoooissiOn. As a result of the Federal Executive 
AgenCies appeal to the Califoinia Suptem~ Coutt, theteafter is~ue 
an Or~ei providing for a 1~87 ietuin on e1uit1 lovet than Ij.9%, 
then the $~,g3~.OOO authorized in this ResOlution ia jubject to 
refund pius interest accrued at the same rate authorized for SCEls 
BRAN account. 

6. The tariff she~ts shall be maiked to show that they are 
authorized for filing by Commission Resolution E-3014. This 
Resolution is eLfeitive today. 

I certify that this Resolution was adopted by the Public .Q~ilities 
CommissiOn at its regular meeting on December 17, 1986. 'The 
follOWing CommisOioners approved it'~~ ~ 

Executive Dite~tQt 
J 

,- ill I i 
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RESOLUTION E-3014 
ATTACHMENT A 

SOUTHERN CALIFORNIA EDISON COMPANY 

1981 ATTRITION ALLOWANCE SUHMARY 

(Thousands of Dollars) 

Operation & Maintenance Expenses - Variable 
labor 
Nonlabo£ 
SOSGS Refueling 

Subtotal 

Capital Related - Fixed (13.~% On equity) 
Depreciation 
Ad Valorem 
Income Taxes 
Rate Base 

Subtotal 

Financial Attrition (13.9% on equity) 

Reduction in Resale Sales 

Termination of Fuel Cell Write-Off 

Interest Synchronization 

Ad Valorem Taxes~ Based Upon Unitary Harket 
Values for 1986-1981 

INCREASE IN cpue JURISDICTIONAL REVENUE 
REQUIREMENT (13.9% on equity) 

Adjustment to 16.0% on equity. if 
stipulation in D.86-08-025 does 
not become effective. 

TOTAL.REQUEST 

$ 21,94$ 
i.523 

(l6,3S3) 

8,118 

34,454 
3.131 

(4.385) 
4,010 

31.216 

(55i856) 

20,594 

(3.313) 

(10,818) 

"6,932 

$ 2,933 

37.446 

$40.319 
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RESOLUTION £-3014 
ATTACHMENT B 

SOUTHERN CALIFORNIA EDISON COHPANY 

ATTRITION YEAR 1981 CHANGES IN COST OF CAPITAL 

Capital 
Ratio 

Attrition Year 198~ (0.86-08-025) 

Long-Term Debt 
Preferred Stock 
Common Equity 

Total 

AttritiOn YeaI' 1987 

Long-Tetm Debt 
Preferred St'ock 
Common Equity 

Total 

43.00% 
10.00 
4].O() 

100.00% 

43.00% 
10.00 
41.00 

100.Q()% 

(REQUESTED) 

Attrition Year 1986 (0,S6-08-025) 

Long-Term Del>t 
Preferred Stock 
Common Equity 

Total 

Attrition Year 1981 

Long-Term Debt 
Preferred Stock 
COllmon Equity 

Total 

45.0a% 
10.00 
45~OO 

100.0a% 

4S.001 
10.0() 
45.00 

100.Oa% 

Cost ot 
Capital 

9.72% 
8.24 

14.60 

9'.11% 
i.90 

13.9() 

9.72% 
8.24 

16.00 

9.11% 
1.90 

16.00 

Weighted 
Cost of 
Capital 

4.180% 
0.824 
6.862 

11.866% 

3.917% 
0.79 
6.533 

11.240% 

4.374% 
0.824 
1.2 

12.398% 

4.1001 
0.79 
7.2 . 

12.090% 
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RESOLUTION E-3014 
ATTACHMENT C 

SOUTHERN CALIFORNIA EDISON COMPANY 

CALCULATION OF ATTRITION YEAR 1987 RATES 

Attrition Request (Stipulation Elfective)a 

Overcollection Disbursementt 

December 31. 1986 Value 
Aoortizati6n Factor 1/ 
Monthly Revenues -

Annual Revenues 

Net Rates, Annual Revenuesl 

($9,218.808) 
x (),Q8698. 

(197.184) 
x 12 

$ 2,933,000 

$(6,640.408) 

1/ Amortization t~~tot fOr ~2 m6nths$t ERAM 
accOunt inteiest tate ot $.81% p.t J'.t~ 
Interest rat~ ftom DR! -totetajt lot 1987, 
supplied by SGE. 


