PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

COMMISSION ADVISORY RESOLUTION E-3172
AND COMPLIANCE DIVISION : Décember 18, 1989
Advisory Branch )

RESOLUTION E-3172. SOUTHERN CALIFORNIA EDISON COMPANY.
TO REVISE THE PRELIMINARY STATEMENT TO REFLECT AN.
INCREASE IN AUTHORIZED BASE RATE REVENUE WHICH WILL:
RESULT FROM 1990 OPERATIONAL AND FINANCIAL ATTRITION:

BY ADVICE LETTER 850-E, FILED ON NOVEMBER 1, 1989,

SUMMARY .
1. This Resolution approves a January 1, i§90‘1ﬁ¢te§sé 6{;

$40,500,000 to Southern california Edison Company’s (SCE or
Edison)- authorized 1ével of base raté revénué., Of the total, .-
$66,229,000 is for operational attrition, $13,404,000 is for
capital-rélated attrition, and ($39,133.000) is for other

- authorized items. ,

2. Thé rate increasés included in this Resolution will béi'

consolidatéd with raté changes in Edison’s pénding Energy Cost
Adjustment Clause (ECAC) procéeding, Application 86-05-064, No
rate changés will occur January 1, 1990. Edisén’s consolidatea
rate réliéf plan anticipates a rate revision date of February 1,
1990 for all pending rate changes. : R
3. . _Edison is authorized to adjust its currently efféctive
Monthly Distribution Pércéntagés (MDPs) to réflect the 1950 MDPs
ultimately adopted for 1990 in Edison’s pending ECAC procéeding.

BACKGROUND :

1. In Decision 87-12-066 (Edison’s tést yéar 1988 geéneral .
rate casé), the Commission authorized:Edison to revise éléctric
base rates to compénsate for 1989 and 1990 opérational and
financial attrition. Résolution E-3120, dated Decémber 19,
1988, adoptéd an increasé in Edisen’s authorizéd base rate
révénues of $116,367,000 for Attrition Year 1989,

2. ., Opéerational attrition is a decréasé in a utiiity’s net
opérating income due to incréasés in operation and maintenance
expenses attributable to inflation between géneral rate case
test years.
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3, Financlal attritiOn is a change in a utilit{'s net
operating income due to changeées in rate base and cost of capital
between géneral rate case test years.,

4. In D. 89-11-068 (the cost of capital proeedingi. the
commission adopteéed thé 1990 capital structure and cost of
capital for Edison shown in Attachment A,

NOTICE

Y ~ Public notice of this advice letteér was made by
publication in the Commission calendar, and by Edison’s mailing
coples to othér utilities, governmentai agencies, and all
intérésted parties who requested notification,

PROTESTS

1. . On Décémbér 1, 1989, Toward Utility Rate Normalization
. (TURN) filed a protest of Advicé Léttér 850-E on two groéunds:

). Edison has indicated in its sworn testimony in
A.89-05-064 that it doeées not inténd to credit .
ratepayers with thé révenues it is forécasted té6 ' -
récéivé in 1990 fronm éner?y and capacity salés to thé
Sacraméento Municipal Utility District. TURN beliéves
that these révénues should bé crédited té6 ratépayers &
and has so statéd in its testimony and briefs in A.89<
05-064. In résponsé, Edison has argued that the
éxisténcé and amount of théseé crédits should not be - -
décideéd in an ECAC procééding because théy are credits
against basé ratés. TURN disagréés with this argqument,
but filés this protést to protect its ability to
litigate this issué should thé Commission decide that:
it is more apropriately résolved in connection with
Edison’s attrition request.

2. The adviceé létter does not contain any information
on thé derivation of thé amounts réquésted for . .
operational attrition. As a résult, TURN is unableée to
determine thé basis for Edison’s reéquést and whether
this réqueést complies with D.87-12-066.”

2, ~ TURN filed its protést on Décémbér 1, 1989, aftér the
closé of thé protést périod. TURN has included a sworn = :
aftidavit alléging that TURN did not récéive thé advice létteér -
‘until November 29, 1989: TURN beélieves that an obsoléte addréss
in Edison’s récords may bé the cause of the delayéd recéipt; but
we noté that the address listéd for TURN in theée seérvice list -
attached to .the advicé leétter appéars to bé‘accuraté. We will
allow TURN’s protest bécausé of thé uncertainty surrounding
sérvice of the letter and bécause no party’s intérést will be -
unfairly affected by our considering the protest.
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3. On Decéember 12, 1989, Edison filed its Response to -
TURN’s protest. Edison objects to consideration of TURN’S out-
-of-time protést, and argues that its attrition flling complies
with D. 87-12-066. Edison is now forwarding to TURN workpapers
supporting the attrition increase.

4. We will considéer the proper treatmént of forecast :
revenues from salés to thé Sacramento Municipal uUtility bistrict
in A, 89-05-064, Edison’s pénding ECAC.

5. Advice Letter 850-E contains summary information on .
Edison’s attrition réequest. As TURN wéll knoéws, such filings
are backed up by detailed workpapers available to intereste
parties on réquest.

DISCUSSION

1. | In Advice Léetter 850-E, filed Novembér 1, 1989, Edison
réquests a 1990 basé ratée revénué incréasé of $73,500,060 for
service rendéréd on and aftér January 1}, 1990.

2. CACD has récalculated Edison’s réquest using thé rate .
of return adoptéd for Edison in D. 89-11-068. This and other
révenuée changes aré shown in Attachrment B. T

3. Appéndix B of D. 87-12-066 (Edison’s TY 1988 général: -
raté case) authorizéd, for Attrition Year 1990, (a) a décreasé :
of £13,659,000 for Sstaté Board of Equalization (SBE) currént - -
assessment, (b) an increase of $3,846,000 in Arizona property
taxes, (c) an incréasé of $3,642,000 in accrued vacation, (d) an
increase of $10,554,000 in déeferred taxés, and (e) an increase
of $475,000 for Palo Vérdé Unit 3 operating and mainténance’
expensé. CACD has verified that Edison’s réquést for thése
adjustments (in sone casés récalculated for 1990 cost of -
capital) in Attrition Year 1990 complies with D. 87-12-066 and

is réasonable.

4, , D 87-12-066 also authorized attrition recovery of thé -
additional cost of serving incrémental numbéers of residéntial
and otheér customers who chooseé optional timé-of-use (TOU)
servicé. Sincé Edison forécasts no residential optional TOU
customérs in its curréent ECAC, CACD récommends adjusting
Edison’s attrition request downward by $1,368,000.

5. CACD récommeénds an increasé of $1,070,000 from Edfsen’s
requést to implémént D. 89-11-058. In Ordéring Paragraph 2 of
that decision, the Commission authorized the utilitiés to =
#récovér the révénue régquirémént rélateéd to thé changé to flow-
through for thé CCFT (California Corporate Franchise Tax)} -
deduction in éstimating ratemaking féderal income tax éxpénser.
This incréase is émbédded in thé capital-related items in
Attachment B.

6. In A, 89-05-064, Edison has réquested a change in the
Monthly Distribution Pércéntages (MDPs) uséd to spread
Electricity Rate Adjustment Mechanism (ERAM) revenues to
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individual months for accounting purposeés,  Edison alleges that -
the proposed changé woéwld feducg'oafntngs,fluotuatléné anong :
séasons, A, 89-05-064 is curréntly pending befsére the ,

- commissions In Advicé Leétteér 850-E, Edison requeéests that the
MDPs used béglhning Janvary 1, 1990 hé made subject to6 =~ =
adjustment should thé comm ssion;choose\té adopt new MOPs in-A. -
89-05-064. Since making thé MDP§ subjéct to adjustment will not
afféct rates and may greatly simplify the complications of '
changing MDPs after the béginning of A caléndar year, wé will
grant Edison’s réguést to leave the currént MDPs subject t6
adjustment to coOHnférm them with aﬁ{jchange in MDPs wé may adopt
“in A, 89=05-064, Our granting this request should in no way be

- considered a prejudgmént of issues in A, 89-05-064. '

EINDINGS & S ,
3, . Fér the réasons discussed above, A base raté ‘revenue = -
réquirement . increase of $40,500,000 effective January 1, 1990 is

. Just and,féasonablég.u

2. - © . It i reéasonablé ‘for the ‘currént Nonthly Distribution
Percentages (MDPsS) to bé madé subjéct to adjustment to reflect :
- thé 1990 MDPs ultimatély adoptéd in A. 89-05-064, ) L
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THEREFORE, IT IS ORDERED that: , |
1. Southern California Edison Company is authorized tgogncreaée

its Authorizéd Levél of Basé Rateé Revenues by $490,500,
efféctive January 1, 1990,

2. The current uonthi?gbistribﬁtién Pércentages (MDPs) shall be
sgb ec§6§¢ adjustment following adoption of new 1990 MDPs in A.
8 -5~ 4

, L A, 89-05-064, SDGE(E shall file
revised supplemental tariff shéets for Advice Letter 850-E to
reflect the consolidation of any rate révisions authorizea by
that decision and thé raté révisions authorizéd herein. The
efféective date of thése consolidated rate revisions is té be the
date authorized by said decision. ) '

3. Upon a commission Decision in

4. Advice Lettér 8506-E and. any subsequent supplemental tariff -
sheets shall 411 bé markéd to show that they were approved for

filing by Resolutioén E-3172. .
5. This Resolution is effective today.

I hereby certify that this Resolution was adopted by the Public
- Utilitiés Commission at its regular meéting on December 18,
1989. Thé following Commissioners approved it: . '

G. MITCHELL WiLK
: Pres'dont :
FREDECK R, DUDA L4
STANLEY W HULETT i A S 3.
JOHN B, CHANAN -~ | ""“Actlngf,lg)gegutl\{e Difégtor
PATRGA M. ECKERT A
Comnssionsrs

- . )
- %
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Attachment A

Southe
1990 Attriticn Allowance
uthorizéd cCapita
(D.88-12-094)

QQEEQDQBL capital Ratio cost Fac! Heighted cost
Long-Térm Débt  48.00% 9.30%  4.46% -
Preferred Stock - 6.00 7.84 0.47
Common Equity 46.00 13.00° 5.98
TOTAL ‘ 100.00% _10.91§
sted capital Structu
~(Attrition Year 1990)

- componént '.~;" capital Ratio Cost Factor Weighted cCost
Long-Teérm Debt . . 45.@0% ’ 9.01% ' 4:32% |
Preferréad Stock 6.00 7.7 0.47
Common Equity 46.00 - ‘13,25 6:.10
TOTAL 100.00% : 10. 89%‘
*Updated to réflect the September 1989 DRI forecast.

 Adopted cagitai Structure
(D.89-11-068)

Componént - capital Ratio - Cost Factor Heighted Cost
Long-Térm Debt . 48.00% 9.01% ° g.32%
Preférred Stock. ) 6.00 775 0.47
Common Equity: 46.00 12. 85 _ : 5.91

TOTAL 100.008 10.70%




B SEEEEES

. " Resolution E-3172.° ¢

~’8ttachment B

Southern Caiifornia Edlson COnpany
1990 Attrition Allowance
Revenue Réquiréments

' Requested i/
péscription » ‘ (Modified) Adopted

operational Attritiont

Labor Inflation : $28,554
Non-Labor Inflation 22,434
Nuclear Refueling o 15,241

capital-Related Attrition
ARA Méchanisi for 1990 | | $79,633
Other Itéms:

optional TOU Meter Charges o : -$192
-NRC Feées. ‘ ' 1 237 - 1,237
SBE Current Asseéssmént e (13, 659)' "(13,659)
Arizona Propérty Taxes ‘ 3,848 3,846
Revénué Act of 1987 {Accrued Vacation Pay) ) 35642 .. 3,842
: Deferréd Taxés: Rétirement/Réfinancing of Debt - 10,596 10 376
. SONGS Units 2&3 Pré-coD Invéstment (21 148) (27,338)
SONGS Units 2&3 Post-COD Invéstment : (2;240) °  (2,935)
Palo Vérde Units 142 Invéstment (5,256) (7,618)
Palo Verde Unit 3 Invéstnent and O&M Expense : (2,978) (4;409)
Balsam Meadows Hydroélectric Pro;ect - : (558) {1,314)
Devéxs-Valléy-Sérrano Transmission Line (1,153)

Total 1990 ARA Base Rate Revénue Change . 873,834 $40,500

1/ 0rig1na1 filing modified by Edlson to réflect réquested cost of
capital. See A.8%-05-011 et al. and D.83~ 11-068.
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