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ORA RECOMMENDS A DECREASE  

OF $172 MILLION IN BASE RATE REVENUES 

FOR SOUTHERN CALIFORNIA EDISON COMPANY 

The Office of Ratepayer Advocates (ORA) today issued its report recommending a base revenue decrease of $172 million for Southern California Edison Company (SCE).   The ORA report is issued in response to A.02-05-004, which SCE filed in May 2002 with the PUC requesting a $286 million General Rate Case (GRC) increase for 2003 over currently authorized base rate revenues.
  Base rate revenues are the component of SCE’s total revenues related to the electric distribution and utility owned generation facilities of the utility.  

“SCE’s electric rates are among the highest in the nation.  High rates have enormous economic impacts on the businesses and citizens of California.  After months of thorough analysis, we cannot support SCE’s request at this time”, said Regina Birdsell, Director of ORA.  In the report, ORA has developed a series of proposals that present the Commission with the opportunity to reduce SCE’s electric rates by $172 million in 2003 rather than increasing rates by $286.4 million as proposed by SCE, while at the same time maintaining or improving the quality of service to customers.  ORA also recommends a refund to customers of $117 million associated with past over-funding of Post Retirement Benefits other than Pensions during the years 2000 and 2001.

General Rate Case Components

ORA conducted a thorough investigation, review and audit of SCE’s GRC filing and test year estimates of projected revenues, sales, operating and customer-related expenses, administrative and general expenses, capital expenditures, and depreciation, and developed its own independent forecasts.  In the process, ORA issued over 200 data requests in addition to on-site and supplemental data requests issued by the auditors.

SCE’s GRC filing is comprised of 32 volumes of testimony with 174 sections and chapters.  The filing was accompanied by supporting workpapers and the utilities’ response to ORA’s master data request.  SCE has 72 witnesses including 2 consultants.  ORA’s project team consists of 27 persons that include regulatory analysts, engineers, financial examiners, consultants, legal, and project management.

The GRC base rate revenue differences between ORA and SCE’s are primarily due to ORA’s lower estimates for various expense items, lower depreciation rates and lower estimates of capital expenditures.  SCE identified the need to significantly increase capital investment in their electric distribution infrastructure as a primary factor driving their revenue increase.  By contrast, ORA found that actual capital expenditures have been well below SCE’s capital budget estimates.  SCE’s recorded plant expenditures in 2001 were $219.2 million or 36.4% below their original projection of $820.9 million, and capital expenditures in 2002 continue to lag behind SCE’s estimates.  ORA’s estimates of gross plant additions are lower than SCE’s estimates by $221.7 million in 2002 and $316.2 million in 2003.  Another significant difference is associated with SCE’s request to increase in its depreciation rates mainly for increased costs to remove and dispose of aging utility distribution infrastructure, while ORA has concluded that SCE can maintain its current depreciation rates with no adverse impact on financing removal costs or customers’ service quality.  The combined impact of the plant and depreciation adjustments contributes to approximately $267 million of the revenue difference between SCE and ORA.  

A summary of the other differences are: 1) the ORA estimate is $22 million lower due to different methods for allocating costs between PUC and FERC jurisdictions, 2) higher ORA sales estimates and revenues reduce the revenue increase by $13.5 million, 3) the ORA estimate of coal, hydroelectric and nuclear generation expenses is $13.1 million lower than SCE’s, 4) the ORA estimate of transmission, distribution and customer account, service and information expenses is $13.5 million lower than SCE’s, 5) ORA’s estimates, adjustments and proposals associated with various administrative and general expenses and programs are $117.2 million lower than SCE’s, and 6) lower ORA estimates in other areas such as payroll and franchise taxes, and working capital.    

Comparison of ORA and SCE’s Proposals

For Test Year 2003 and Post Test Years of 2004 and 2005

BASE RATE REVENUES

	 
	SCE’s
	Percent 
	ORA’s 
	

	
	Proposed
	
	Proposed 
	

	
	Base Revenue
	
	Base Rev. 
	Percent 

	Year
	Increase

(Decrease)
	Change In

Base Rev.
	Increase

(Decrease)
	Change In

Base Rev. 

	2003
	$286,414,000 
	10.6%
	($171,954,000) 
	(6.2%)

	2004
	($78,239,000) 
	(2.6%)
	($108,815,000) 
	(3.5%)

	2005
	$115,899,000 
	4.6%
	$44,432,000 
	1.4%

	Total
	$324,074,000 
	 
	($236,337,000) 
	


Additional Findings  

ORA opposes SCE’s proposal to impose a late payment charge upon residential customers.  ORA is proposing that the PUC adopt a series of customer service guarantees that would reimburse individual customers through bill credits if SCE fails to meet any of eight service related commitments.  ORA is also recommending that SCE implement changes needed to improve Authorized Payment Agency services, to expand this network where needed, and evaluate the feasibility of replacing or supplementing these facilities with unmanned, automated payment processing centers. 

The Commission has been holding Public Participation Hearings in various locations throughout SCE’s service territory in Southern California from October 7 through October 30, 2002.  Evidentiary hearings will begin on November 12, 2002 at the Commission’s headquarters in San Francisco.  

ORA is an independent arm of the PUC, created by the Legislature to represent the interests of all residential and business customers throughout the state to obtain fair rates and reliable service.  ORA has a multidisciplinary staff with expertise in economics, finance, accounting and engineering.  ORA’s views do not necessarily reflect those of the PUC.

The ORA report on SCE’s GRC request will be available by November 2002 on its website at www.ora.ca.gov. 



   ###

� As part of a settlement agreement between the PUC and SCE which established settlement rates and a Procurement Related Obligations Account (PROACT), SCE’s electric rates will not change until the end of the rate repayment period which ends no later than December 31, 2003.  At that time, GRC related base rates would reflect the revenue increase or decrease authorized in this GRC.  Before that time, authorized GRC revenues will impact the length of the repayment period.   
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