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+ne Commissicn:

on October &, 1982, Uteh Power & Light Company [

cr "Corpany"i filed an application with thre Commissicn seeking &n

"

sdjustnent 1n its Energy Balancing Account ("EBR" or “Account”
for the period September, 1981, through August, 1%82, in the
amount of $6,012,000.0G6. CILvidence was heard znd the Commission
subseguently enterec 1ts Order authorizing the proposed adjust-
wert orn December 30, 1982.

Cr. Januvary 19, 1983, the Division of Public U+«ilities arc
<re Committee of Consumer Services ("Committee") filed petiticns
for reheering and reconeideration. The Division's Pegtition
ziieged that the Commission's Order was unlawZul arnd reguestied
cetearinc and that the Commission Order be suspencei pending
f.-z1 resolution cf issues raised in the Pe+iticn. The motion of
the Committee reguested the game relief and incorporated by
~eference the allegationes cf unlewfulness and error stated in the

-—c

Divisicr's Petition. Applicant subseguently filed its responss

¢ +he Diyv:.sior ané Cemmiviee Petitiecns

c2of \T\w

e
Arn T [
ARG
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After due deliberation ané consideraticn c¢i the Fetitic::
zrnd the response tO thcse Petitions, the Commission granted :
rehearing but dié not crant the recquest for suspension of th:
Commiscsion Créer. Hearings were helé on May 24 enc 2%, 1%t2, o
the Division and Committee Petitions.

The Commission incorporates herein the Findings of Fact e&n:

Conclusions and affirms the position it took in its December 5(,

1982 Oréer, and notes the dissent in that Crcéer of Commissicner

o

Eyrne. The Commission, base¢ upon the further testimeny c¢i -
Applicant and argument of counsel for the parties, now makes
these additional Findings of Fact, Conclusions and 1issues itg

Order on Rehearing.

FINDINGS OF FACT

1. The Commission, in esteblishing the Energy Balencir:

Account, attempted to eliminate perceived ineguitable results, at

to both the Company and its ratepayers, occurrinc from inaccurats

fcrecasting of non-tariff sales, surplus sales zo cther
ties, purchases from other utilities and fuel cecsts in rete
cases.

2. The EBA procecure reguires the Companv to forecast, of
2 period in the future, anticipeted revenues to be receivec Irc’
rnon-tariff and surplus sales, as well as expenses to be incurre:

from purcheced energy anc¢ fuel costs. The result of this Zcver

cast, after netting the components ¢f the formula, is an EBZ: rat



subseguently approvecd by the Commissicn, appears in the
corpeny'e Teriff end becomes the basis Zor collecting reverue
>, During or at the erd cf tne fcorecast period, retrcac-ive

ere made tco the RAccount tc bring the fcrecasted

rumhere in compliance with actual numbers. The result of the
¢éiustments, together with forecasted revenues to be received

fron. nen-teviff andé surplcs sales, and expenses to be incurred

[N

ironr purchesed energy and fuel costs, are then ccnsidereé in the
next LEX hearing as the process begins anew. The account proce-
dure 1s & two-phase process, the first of which is a forecast,

voen which rates are based and revenues subsequently collected,

zrd the seccnd a retroective adjustment to bring the forecast to

4. The Company proposed adjustment 1in this cese is a
retroactive adiustment similer to all adjustments previouslv anc
currertly made in the EBA procedure after monies are ccllectec

Furstant to a Commission approved EBA rate.

CONCLUSIONS
1. The Company proposed acdjustment is consistent with other
adustrente previously and currently made in the Account prcce-
Cure ir thet all are retroactive in nature ané none alter the

Tor

nifgien epproved reate.
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2. The Commission has authority pursuant tc Utah Ccde Arnr
§54-4-1 et. seg. (1981 Supp.) to permit the proposed adjustmerntc,

3. Thc proposed acdiustment 1s consistent with Commlissiz-
intent that the EBE eliminate inecuitable results or windic::
benefits to either the Company Or its retepaveres.

4. The proposed adjustment does not constitute retroact

v

N

reate making.

ORDER
Based upon the Fincings of Fact and Ccnclusions in both the
hearing ané rehearing in this matter the Commission affirms it
earlier issued Order.

DATED at Salt Lake City, Utah, this 5th day of July, 1%¢€:.

/s/Brent H. Cameron, Chariman

(SERL) /s/David R. Irvine, Commissioner

Attest:

/s8/Georcie B. Peterson, Secretarv

COMMISSIONER BYRNE DISSENTING, WITH COMMENTS
Havinc dissented from the Commissicn's December 20, 1¢%
Order in Cese Nc. 82-035-14, and heving reviewed and analyvzed ti

zrguments prcpounced by the Corpanv and the Division upt
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arcuments propounced by the Company ané the Division upen rehear-

(X8

snc, I reefifirm mv dissent from the Cormission's action in this

1 ac rnct believe that the compiling of actual figures by the

Company, when such figures are available, constitute "retrozctive
adjustments” to the Account as suggested in paragraph 2 of the
Findince of Fact and in peragreph 1 of the Conclusions in this
Créer cr theat the Eccocunt procedure is a2 "two phase" process
The Ccmpany and the Commission use the actual balance of the
account together with the forecasted power sales, purchases, and
enercy rcosts, to arrive at a setting of rates for a prospective
periced. To remove revenues {ror the Account for conditions which
occurrec 1in the past as was done in this case, certainly
represents a "retroactive adjustment” aithough I am not convinced
that it represents "retroactive ratemaking" as asserted by the
Diviesion.

I continue to believe that the Compeny has raised &n issue
which should be dealt with by a prospective redeéign of the
verameters and celculational methodology in the Energy Balancing
~ccount, and urge the Company and the Division to propose such

moédifications to the process to this Commission.

/s/James M. Byrne, Commissioner
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studres to be performed by outside consultants. EBecause the
Commission has irn this Order required Utah Power to perform the
studies we deem necessary, this allcwance 1is no longer necessary

ard vi1ll be disallcwcd.

PURCHASED POWER, SALLS FCR PESALE AND FUEL COSTS

31. The Ccmr:ission notes Utah Power is in a unique position
to acquire and use or sell inexpensive hydro-power from the North-
west, as well as sell at a prcfit power generated with its own
surplus capacity to cil burning electric utilities in the Southwest.
Because of fluctuations in the availability of hydro-power, however,
there can be wide variations in the revenue available from the
sales of such power and in the amcunt of fuel costs saved when such
power 1is used to offset internal generation.

32. Beceuse of these wide veriations, the appropriate
treatment of expsnse ané revenue attributable to purchased
power, sales for reszle anc fuel costs is of consicerable concern
to the Commissicn. Dur:inc the course of these proceedings, the
Division presented testircrny on appropriate amounts to be allowed
for purchased power and sales for resale which differ significantly
from the figures proposed by the Corpany. Given that those items
have not been susceptible to accurate estimation, we conclude
that the Division's figures are as much a guess as Uteh Power's.
Therefore, we have declined tco adjust the revenue requirement
found herein by the amounts proposed by the Division as well as
those adjustments proposed by Utah Power, as they relate to sales
for resale and energy costs.

3z The Commission concludes that it would be reasonable
and in the public interest for Utah Power to establish an energy
balancing account which is designed to track the actual annual
costs and revenues attributable to these items. making estimates
therenf unnecessarv in future cases. The Commi;sion has previously
approved a balancing account in its February 1977 Cal-Pac Order.

-14-



The net encrgy clause formula proposed by the Division's witness
Duree appears to be reasonable and provides a basis for such a
balancing account. That formula is as follows:

(a) The net energy clause/balancing account
process shall provide for monthly entries to the
talancing account based on a monthly determination
of net energy cost per KWH of sales equal to the
difference between the net energy cost per KWH of
sales 1in the base period and in the current month:

Fm Fb

Adjusted factor per KWH = Sm ~ &b

Where: "F" is the expense of fossil and
nuclear fuel in the base (b) and current (m)
month; and "S" is the KWH sales in the base
and current periods, all as defined below:

(b) Fuel costs (F) shall be the cost of:

(1} Fcss:l and nuclear fuel consumed in
the utility's own plants, and the utility's
share of fossil and nuclear fuel consumed in
joirtly owrned cr leased plants.

(ii) The actual identifiable fossil and
nuclear fuel ccsts associated with energy
purchesed fcr reacsons other than identified in
paragragh (o) (11i) of this section.

(iii) The net energy cost of energy
purchases, exclusive of capacity or demand
charges (irrespective of the designation
assigned to such transaction) when such energy
is purchased on an ecopomic dismatch hasis.
Included therein may be such costs as tne
charges for eccnomy energy purchaeses and the
charges as a result of scheduled outage, all
such kinds of enerav being purchased by fhe
puver tr svpstitufe tor 1ty own Tigher &ost
vnerav: and less

{iv) The revenue recorded as a result of
all non-tariff sales for resale. However,
noh- & iff sales for resale revenue directly
related to capacity costs or charges shall be
excluded from this deduction.

{c) Sales (S) shall be all KWH's recorded as
income in the current month, excluding all non-
tariff sales for resale. -

(d) Average system losses are to be assumed
unless otherwise ordered by the Commission.

(e) The cost of fossil fuel shall include no

items other than those listed in Account 151 of the
FERC Uniform System of Accounts for Public Utilities

~-15-



and Licensees. The cost of nuclear fuel shall be

that as shown in Account 518, except that if Account

518 also contains any expencse for fessil fuel which

has already becn included in the cost of fossil

fuel, it shall be deducted from this account.

(Paragraph C of Account 518 includes the costs of

other fuels used for ancillary steam facilities.)

(f) Wwhere the cost of fuel includes fuel from

Company-owned or controlled sources, no changes in

the manner of determining cost shall be flowed

through this formula to the energy clause/balancing

account without prior approval of the Commission.

All new or modified contracts with respect to

Company-owned or controlled sources must be approved

by the Commissicn prior to recognizing the cost of

such fuel under this energy clause.
The account resulting from this clause shall be audited every six
months by the Division. As required, the Company may file for
recovery of revence deficiencies substantiated by this account.
Conversely, where refunds are appropriate, Utah Power shall
petition therefcr. 1In eveluating the operation of this account,
the Commissicn will be ccncerned not only with determining whether

. ~
the account hes solved the problems nf predicting the extent of
\

its energy costs and non-tariff resale revenues, but also whether
the clause tends to promote inefficiency or to pass on to customers
unjustified costs. Accordingly, all increases charged to the
balancing account will be subject to scrutiny, and any charges that
are deemed inappropriate will be deleted. TFurtherrore, the Comnis-
sion will monitor closely Utah Power's efforts to obtain as much
inexpensive purchased power as it possibly can, it being unquestionably
in the interests of both the public and Utah Power to keep overall
rates as low as possible.

34. In adopting this net energy clause/balancing account,
the Commission notes not only that the Division proposed and
supported the account with testimony from the witness Duree, but

also that Utah Power's witness Bryner stated that there was a

close relationship between purchase power, sales for resale, and

=16~



fuel costs. Under these circumstances, an account which nets
these various expense and reverue items is appropriate. Moreover,
the Commission feels that the adoption of the energy balancing
account will eliminate time and expenditures in future rate
cases. There rerains to be established a base year cost figure.
Utah Power will be ordered to develcp the cost following the
formula outlined above and be prepared to implement a balancing
account by January 1, 1980. Utah Power may petition the Commis-
sion for any necessary modifications or adjustments required to
make the formula and/er accounting workable before implementation
of the clause.

INTERIM RELIEF

35. The Cormmission notes that briefs on the rate spread and
rate desicon portion of this case are due on August 10, 1979.
Significant issues have been raised in that proceeding. A final
resolution of the rate spread and rate design issues can be
expected from that portion of these proceedings. In the interim,
to avoid distortion in the relationships among classes of service,
the increase in revenues allowed herein should be allocated among
the various classes of service and rate schedules using the cost
of service study underlying Utah Power's proposed Tariff 21, as
modified, as a guide. Each rate class should receive the increase
approved by this Order in pfoportion to the original revenue
increase requested by Utah Power.

36. As to the residential class of customers, the additional
revenue requirement should be spread within the class on a uniform
cents per kilowatt hour basis, except as to the senior citizen
rate. The first 400 kilowatt.hours fcr senior citizens under
schedules 25, 26 and 32 A, B, and C will be exempted from the

increase. This approach is in recognition of the fact that the

-17-
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- BEFORE THE PUELIC SERVICE COMMISSION OF UTAH -

T the Matter of the Applice-
ticn ¢f UTAH POWER & LIGHT
coMprliy for Approval of Its

Propcsed Electric Rete Sched-

CASE NO. 83-035-04

iles endé Electric Service ORDER
keguletions tc Implement an
Erercy Belancing Account.
B e Commiccior:

0n Arril 1, 1982, Utah Power s Light Company ("Utah Power"
cr "Company") filed an application to implement an energy charge
zd<ustment in the Energy Balancing Account ("EBA" or "Account”

-

and Electric Service Schedule No. :I5. On April 20, 1283, the
Commission gave notice that the matter would be heard on Tuesday,
May 24, 1983, Notice of the hearing was duly published and an
Lffidavit of Puklication was filed with the Commission.

The Company submitted testimony in favor of the proposec
rate reducticn anéd submitted that the same be implemented over 2
¢ix-mcnth period. The Divisior of Public Utilities concurrec
with the proposed rate reduction but submitted that the same be
implemernited over a three-month period.

Based upon the evidence adduced at the hearing, the Commis-

<12 now mekes its Findings of Fact, Conclusions and Order.
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FINDINGS OF FACT

1. Evidence presented to the Commission by Utah Power ar:
particularly that information submitted in the Company's Exhibi:
No. 1, showed the subject Energy Balancing Account at October i,
1983, without adjustment would have a balance of approximatel
$10,371,000 due to the large amounts of surplus hydro energy thz-
have been available to the Company, the revenue received fror
current sales of surplus energy and the fact that the Company':
current costs of coal from Company-ownec mines has declined.

2. The Company’'s Exhibit No. 1, further showed that ir
order to adjust rates to a level that was estimated tc reduce the
forecast balance in the BAccount to approximately zerc as of
October 31, 1983, it would be necessary to effect a reduction i-
the amcunts being collected under Rate Schedule 35 by 2.157 milils
per kilowatt hcur from and after the lst day of May, 1983.

3. The evidence showed that the availability of purchasec
energy and surplus sales is very unpredictable and volatile anc
that the EBA forecast can change drametically in rather shor:
periocs of time.

4. The Commission requested a late-filed exhibit with the
most up-to-date estimates of the balance in the EBA, and ex-
pressed its concern that a reduction in the amounts being col-
lected now would not result in ancther increase in the nez’
future, thus subjecting the ratepayer to a confusing yoyo effect

of falling and rising rates.
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5. Evidence submitted in Company Exhibit NO. 4 reflected
+he EBR as of June 24, 1983, showing actual figures through May
~¢# 193 znd a downward revision of forecasted surplus purchases
throuch July of 1983. Said exhibit showed that in order to
ad‘ust rates to a level that was estimated to reduce the balance
in the account to near zero as of October 31, 1983, it would be
necessary to effect a reduction in the amounts being collected
under Pate Schedule 35 by .710 mills per kilowatt hour from ané
after July 1, 1983. The reason for the smaller reduction was
that the Company's original projections for power purchase had
been optimistic and the actual power purchases through June have
been somewhat less than expected.

6. The Division of Public Utilities ("Division") presented
a revised Rate Schedule 35 reworded to'present a more clear and
concise statement of the EBA adjustment to the rate tariff. The
Company agreed that the wording should be changed and agreed to
1¢ so.

7. Neither the Division nor the Committee bf Consumer
Services ("Committee") objected to the rate reduction proposed by
the Coumpany but both suggested that the same be effectuated over
a four-month period. The Company subsegquently indicated that it
d1d net ckject to the account being zeroed out over a four-month

PELLOG.
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g. The balance in the accourt as of May 31, 1982, ard +.
amount which will be zerced out by October 31, 1983, is apprex:

mately $5.¢ million.

9. The Commission finds that because of the unpred:ic:..
ability of the major compenz=nts of the EBA, and in order tc all:
better regulatory response to changes, the Company should subr::
to the Division for their review actual figures for each of «t::
components of the EBA fcr each month as soon as actue
information is available, but no later than the end of the mcrs:
immediately following. The Company should also submit an updates
forecast when conditions change sufficiently to reguire such a
update.

CONCLUSIONS OF LAW

The Commission concludes, based upon the foregoing Finding:
of Fact, that it is just and reasonable that the Energy Balancin:
Accourt charge in Rate Schedule 35 be reduced by .710 mills per
kilowatt hour from and after the 1lst day of July, 1983, ané the:

Company Schedule 35 be adjusted to reflect this reduction.

ORDER

NOW, THEREFORE, IT IS HEREBY ORDERED, That based upon ti
Findings of Fact and Conclusions contained herein: (1) the
Company reduce the amount being collected under Rate Schedule ki
by .710 mills per kilowat* hcur from and after July 1, 1983; er:

{2) the Company repzrt tc the Division on a monthly basis t%
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sctuel figures for the components of the EBA as specified in the
paragraph 9 of the Findings of Fact in this Order.

DATED at Salt Lake City, Utah, this lst day of July, 1983.

/s/ Brent H. Cameron, Chairman

(SEAL) /s/ David R. Irvine, Commissioner

/s/ James M. Byrne, Commissioner

Ertest:

/s’ Gecrgia B. Peterson, Secretarv
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