PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

COMMISSION ADVISORY RESOLUTION E-3143
AND COMPLIANCE DIVISION April 12, 1989
Energy Branch

RESOLUTION E-3143, SOUTHERN CALIFORNIA EDISON
COMPANY (EDISON). AUTHORIZATION TO RECORD IN A
MEMORANDUM ACCOUNT COSTS RESULTING FROM A GAS
USERS’ TAX ASSESSED BY CITY OF EL SEGUNDO.

BY ADVICE LETTER 827-E, FILED MARCH 24, 1989.

SUMMARY

1. Edison réquests Commission approval to record in an~
interést bearing ménorandum account costs resulting from a gas
usérs’ tax assessed by the City of El Segundo (City) for gas
purchaséd by Edison to generate electricity at its préviously
exéenppted Bl Segundo Genérating Station. Loss of the exenmption is
projected to cost Edison about $1.2 million annually. :

2, This Résolution authorizés thé request but puts Edison on
notice that eventual recovery of the costs from ratepayers is not
assureéd. :

BACKGROUND

: . City assésses a 2% utility users’ tax on gas and - :
electricity consumed by commercial and industrial customers

within El Segundo. Edison collects almost $2 million per. year in
taxes for City under this provision. Prior to April 4, 1989 o

Edison was éxempted from this tax for gas used at its El Segundo

Generating Statiomn. o

2.  Granting of such exemptions for electric utilities is the
usual practice of local governménts throughout California.

3. _ on April 4, 1989 city removed Edison’s exemption, éfféctive
immediately. Edison projects that loss of the éxemption will

cost the utility about $1.2 million annually.
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4. By Advice Léetter 827-E t§1ed March 24, 1989 Edison séeks
authority to record its costs paid to city fn an intérest bearing
renorandum account.

DISCUSSION

L | Edison believes that ratepayers residing outside El Ségundo
should not be requiréd to bear the cost of a users! tayx that
benefits a singlé city. Thereforé Edison séeks authorization -
from the Commission to establish a mémorandum account in which to
- record thé gas users’ tak paid by Edison to City. In the future
Edison inteénds to séeék récovery of the amounts bookéd into the
némorandum account. The Commission Advisory and Compliance
Division (CACD) warns that such recovéry should be sought by
fornal application, not by advice filing.

C 24 Edison’s Preliminary Statement G.3.3.(2) définés the .
allowable natural gas expénses that can bé debited to Edison’s
Electric Cost Adjustment Clausé (ECAC) balancing account, stating
that, "Gas Expénsé shall bé the expénsé assocliated with the gas
estimated to be consumed for génération during the Forécast ..
Périod.” . CACD interprets this clause to éxclude any gas users?’’
tax of the type imposed by City. Théréfore Edison may not book
the users’ tax directly into its ECAC account, whether or not the
réquestéd memorandum account is authorized.

3, Thé mémorandum account would preservé Edison’s opportunity

to seek récovery of the users’ tax costs through a futuré :

~ request. The account would accrue intérest at the same rate as
i‘:h’ai': appliéd to Edison’s ECAC account:. No request for recovery

is included in Advice Letter 827-E.

4. It is the commission’s geéneral policy to reject utility .
requésts for minor changeés to authorized expensées between géneral
rate cases, except as allowed by thé attrition mechanism: Rates
aré set using a forecast test périod, and forecasts cannot be
perfect. Thereé would be an inherént unfairness to such.
authorizations, as utilites would have the incentive to sée
recovery of cost increases without offsétting expénsé decreases
in other areas. The Commission should therefore bé reluctant to
grant Edison’s request absént spécial circumstances.

5. At the samé time, the Commission cannot signal local
governments that california’s public utilities arée a convénient
source of new revéenué. Thé Commission now authorizés incréased
San Diego Gas and Eléctric Company.rates for residents of the -
Ccity of San Diégo because San Diego’s franchise feés éxceed.
statewidé norms. Thé Commission also has pending Investigation
84-05-002, which addressés ratemaking treatment of local taxes
and fees. The City of El Segundo should be aware that matching
of costs and benefits of utility service continues to be a
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comnission priority, and that assigment of its gas users! tax to
El Segundo utility customeérs may be considered as part of any
Edison request to récover those costs in rates.,

6. In balancing the opposing policy considerations above, we
will grant Edison’s request to establish a memorandun accéunt.
This ?s done to preserve Edison’s rights to seask récovéry of the
users’ tax expenseés and to track the information that would be
needed to allocate any potential raté incréase due to this tax to
the ratepayérs in El Sequndo: This Résolution does not

grant expréss or implied authority té actually recover the
expenses through customér rates, .

7. Edison requésts that Advice Léttér 827-E bé handléd in less
than the regular noticé périod bécause City’s gas users? tax is
already eéfféctive. ' ‘ : _

8. ,Adviéé'Léttér_Sé7;E will not incrégéé'any fatéfor:chafgé,

causé the withdrawal of sérvice or conflict with any schedules or
rules, 7 , : , T

9.  public nétification has béen madé by supplying coples of .
Advice Letter 827-E to other utilities and parties requesting

notification of advice filings.

PROTESTS

1. On April 4, 1989 the Division of Ratepayer hdvobates’(DRA)
protéstéd Advicé Leétter 827-E, claiming that the increased local
tax expensé 1s relatively minor and should beé addressed in

Edison’s next general rate case.

2. On April 10, 1989 Edison replied to the protest, arguing
that public policy considerations should 1lead thé Commission to
grant thé request., Edison beliévés that imposition of taxes and
fees similar to City’s could result in substantial burdéns on all

of California’s ratepayers.

3. Although in other circumstanceés thé Commission might not

- approve the proposed memorandum account tréatment, for the
reasons discussed above DRA’s protest is rejected. Edisén is not
_yet séeking a rate changé! when that occurs DRA may restate its
objections.

FINDINGS

1. Edison’s presént tariffs do not allow booking of local gas
users’ taxes into the ECAC balancing account.
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2. city has removed its previous exemption from gas users' tax
for Edison’s El Segundo Génerating Station,

3. Edison gro;ects that loss of thé exerption will cost Edison
about $1.2 million annually.

4. . For the reasons discussed above, Edison’s request to reécora
in an interest bear1ng nenorandum account costs resulting fronm
City’s gas users?! tax is reasonable.

B Approval of Edlson s request will not 1ncrease or decrease
any raté O chargé, causé the withdrawal of sexvice or conflict
with other schedulés or rules.

THEREFORE, IT IS ORDERED that:

1. In accordancé with Sectlon 401 of thé Pub11c Ut1lit1es
Code, Southern California Edison’ Company 1is authorized
to récord in an intérest bearing memorandum account

- costs resulting from a gas users’ tax assesseqd- by the
_City of El Segundo for gas purchased- to generate
electricity at thé Bl Segundo Generatlng StatLOn.

Advicé Letter 827 E shall be narked to show that it was
approved by COmm1551on Resolutlon E-3143.

This Resolutlon is effectlve todaya

I certlfy that Resolut1on E-3143 was adopted by the Publlc '
. Utilities Comm1551on at its regular meetlng of april 12, 1989, -
The following Commissioners approved it

G. HITCHELL WILK

. . presidént
STANLEY W. HULETT

JOHN B. OHANIAN
Commissioners

COmmiSSLOHQI Frederlck R. Duda
being necessarily absent, did
not participate.

Commissionér Patricia M. Eckert
presént but not participating.




