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PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

EVALUATION AND COMPLIANCE DIVISION 
Energy Branch 

RESQLUTtON E-3015 
December 22, 1986 

RE:;OLCIION 

SIERRA PACIFIC POWER COMPANY (SIERRA), ELECTRIC DEPARTMENT. 
REQUEST FOR AUTHORIZATION TO INCREASE BASE ~ATE REVENUE TO . 
COMPENSATE FOR OPERATIONAL AND FINANCIAL ATTRITION, R£SULTING 
IN AN ANNUAL REVENUE INCREASE OF $444.000, 

By Advice Lett~r 196-E. filed N6v~mbet 5, 1986. Sierra Pa~ific . 
Power Company (Si~tr~). r~qu~sted authotizAtion to i~cteAse it~ . 
antiua1 teve~ue~ "to t6mpensate Sietra tor operAtion~1 itid flnaricl.l 
atttiti6~ for 1987. The fili~g vas ametided by Advice Lettet 196~E 
(Revi~ed), fil~~ No~emb~r ~O, 1986~ by Advite Letter 196-t (~~d: 
Revi~ion), filed netember 3, Ig86 and by Advlte L~ttet ~96-E (~rd 
Revision), filed Dete~ber &, 1986i· By its last revisio~ Sietta 
requests an attriti6n inttease 6f $444,000. The facts are as 
f()llovs: 

1. This fili~g is being made pursuant to Decisiori 85-1~-076. 
dated December 18, 1985. 

2. The attiitiOn allovancerel~ting to-operating expenses is 
determined by an ttide~i~~ tot~ula approved by this CommiS*ibh in 
Decision 85-12-076. The formula is based on adopted operating 
expenses from Decision 86-02-030 in SierrA 1 * last General Rate 
Case Application 85-05-017. 

3. SierrA requests that the ptopo*~d intrease in ~tit~6rized base 
revenues and rates become eltettiveon Jafiuary 1, 1987, and that 
rates be increased i~ conjunctio~ with int~iim rate changes _-_ 
resulting frOm its ECAC/ERAM ApplicAtions 86-09~004 and 86-09-005. 

4. In compliance with Decfsion 85-12-076, Sierra has included .iri 
this Attrition tiling an updated financing pian for 1986 and 1987, 
updated embedded cost of d6bt and updated fo~ecast"tot Ae~ debt to 
be issued in 1987. Sierra has employed the return oti equity found 
reasonable in its ~ast Generai Rate Case a~d hAs used a five year 
average to estimate net plant additions in 1987. 

5. Sierra's reque~ted capital ratio for 1981 differs slightly 
from the capital ratio adopted for Test Year Ig86 in General Rate 
Case Decision 86-02-030, in Application 85-07-017. In that 
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Decision the Commission adopted t~e 1986 capital ~atio recQm~cnded 
by Public Staff Division (PSD). Sierra's requested capital ratio 
for 1981 is the same as that recommended for 1981 by PSD in the 
General Rate Case. It is reasonable that Sierta's requested 
change in capital ratios be authorized. 

6. The ratemaking elements of Sierra's requested 1981 attrition 
increase are shown in Attachment A. Sierra's adopted capital . 
structure for Test 'Year 1986 and requested capital structure for 
Attrition Year 1987 are shown in Attachment B. 

7. Sinte.December 8 , 1986 •. when Sierra filed its'reqriest tor 
$444,000 in Advice Letter 196-E (3Td Revision). the utility has 
agreed to reduce its return 6n,equity for Attrition Year 1987. On 
December 22. 1986, in a written stipulation Sierra agreed to a 
reduction of return on equity to 13.9% ftom its origi~aliy 
requested 15.0%, while increasing e4uitJ ratio from 39.77% to 
43.45%. The impact of thi~ than*e would be to redut6. Attiitfon 
revenues from $444.000 to $253,000, tor a net reduction of 
$191,000. The change in capital structure is shown In 
Attachment B, and the adopted revenue increase in Attachment A. 

8. In its Test Year 1986 General Rate Case Sierra made 
adJustaents to reflett the tmpact6f interest synchr~ntzation on 
revenue requirements. Therefore no similar adjustment is ' 
necessary in this filing. 

9. Sierrals r~questincludes income taxes based on 1986 tax rAtes 
in effect. Consideration of the revenue requirement impacts of 
the Tax Reform Act of 1986 is deferred to Order Instituting 
Investigation 86-11~019, whith orders that All revenues collected 
during 1981 are subjett to refund pending the outcome ot th6t 
proceeding. 

10. The Evaluation and Compliance Division has reviewed Sierra's 
request and associated wotkpapers, and recommends thAt an 1ncrease 
of $253,000 be grant~d. 

11. Public notification of thes~ filings have be~n ~.de by 
mailing copies of the advice letters to oth~r utilities, 
governa~ntal agencies. and to all interested parties who requested 
them. The Commission has received no protests in this matter. 

THEREFORE: 

1. Sierra Pacific Power Company is authorized to file revised 
tariff schedules increasing base rate revenues by $253,000 to 
compensate for operational and financial attrition, to become 
effective on January I. 1987. 
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2. Sierra is authorized to include revenues of $2S3.000 in rates, 
in conjunction with revenues authorized in its ECAC/ERAK 
proteedings, in Applica~ions 86~09-004 and 86-09-00S. vheh revised 
tariff schedules are filed in compliance with a CODDission 
dec ision in those, proceed! ngs. The a tt r 1 tion revenue tequ~tement 
shall be spread to rates by the System Average Percent Change 
(SAPC) method, orin atcordance with rate design priri~iples 
adopted in the ECAC/ERAM detision. 

3. The tariff sheets Shall be marked to shov that they vere 
authorized fot filing by Commission Resolution E-30tS. This 
Resolution is effective today, 

I tertify that this ResolutiOn va~ adopted by t~e Public Utilities 
Commission at its regular meeting on.December 22, 1986. The 
folloying Commissioners approved it: 

;. ( . 

Executive Dit~t\6r 
~" ';,. 

... :."<; :;. 

<~ i l ~~.' : , ~ i •. - ; -

. I:, i \ ' 



• 

• 

• 

ResQlution E-301S 
AtTACBMENT A 

SIERRA PACIFIC POWER COMPANY 

ATTRITION YEAR 1931 RATE ADJUSTMENT ALLOWANCE 

(Thousands of Dollars) 

1986 
Adopted Base Increase 

Ol!erating EX2enses For Indexing Reg,uested 

Labor $ 4,994 $ 152 
Non-labor 3,583 (121) 

Total costs subject 
to indexing $ 8,511 $ 31 

Fixed Costs 

Rate Base $ 320-
Depreciation Expense 12i 
Property Taxes 18 
Financing Cost (46) 

Total Fixed Costs $ 413 

TOTAL ATTRITION REVENUE REQUIREMENT $ 444 

ADOPTED CALIFORNIA RATE BASE 

1986 $ 10.588 
1987 72.280 

Increase 
Ado~ted 

$ 152 
(121 ) 

$ 31 

$ 316 : 
121 

18 
(233) 

$ 222 

$ 25~ 
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Resolution E-301S 
ATTACHMENT B 

SIERRA PACIFIC POWER COMPANY 

ATTRITION YEAR 1987 CHANGES IN COST OF CAPITAL 


