
DRAFT


Resolution E-3704  
DRAFT
May 24, 2001

SoCalWater AL 183-EA/lls


 PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA










E-3

ENERGY DIVISION





RESOLUTION E-3704


May 24, 2001

RESOLUTION

Resolution E-3704.  Southern California Water Company (SCWC) requests authorization to remove the existing negative Purchase Power Adjustment Clause Balancing Account amortization and to implement an amortization to offset the current undercollection in the Supply Expense Balancing Account in its Bear Valley Electric Customer Service Area.  These adjustments result in an overall rate increase of 12.46%.  SCWC also requests to revise Part G of its Preliminary Statement to reflect the current Purchased Power Adjustment Clause procedure. This resolution approves SCWC requests, with modifications.

By Advice Letter 183-EA filed on May 11, 2000. 

By Advice Letter 185-E filed on January 11, 2001.

__________________________________________________________

Summary

This Resolution approves, with modifications, the requests by SCWC to remove the existing negative Purchase Power Adjustment Clause Balancing Account (PPACR) amortization of $0.00749 kWh, to implement an amortization of $0.00429 to offset the current undercollection in its Supply Expense Balancing Account, and to revise Part G of its Preliminary Statement.  This will result in an overall rate increase of 12.46% to SCWC’s customers.  The following are the modifications:

1. In order to ensure that an accurate account was maintained, a detailed and complete audit of SCWC’s PPACR shall be generated back to the inception date of this account.  The audit must ensure that no expenditures are recorded without verifiable actual expenses.  All discrepancies must be explained in detail.  The audit must review all components of the PPACR Account, including purchased power expenditures, income from wholesale sales, customer refunds, and line losses.  The audit must ensure that the account was accurately calculated based on the Commission approved rates, methodology, and the Preliminary Statements in effect at that time.  SCWC shall engage the services of a Professional CPA firm to conduct an audit.  The Request for Quote (RFQ) should be submitted to the Energy Division for its review before solicitation of bid to ensure compliance with this Resolution.

2. The audit shall be paid by SCWC’s shareholders.

3. SCWC must maintain all records of the PPACR Account until a formal audit is conducted.

4. Late fees and administrative and general expenses are not to be included in the PPACR Account.

5. SCWC shall provide documentation supporting its line losses and justification why these costs should be passed on to the ratepayers.  SCWC should indicate what appropriate steps it is taking to adequately reduce its line losses.

6. The phase “currently supplied by Southern California Edison, but regardless of supplier” shall be deleted from the text in Part G 2.(a) of the Preliminary Statement.

7. The effective date of the Resolution is today.

Background

Decision (D.) 96-05-033 adopted a settlement between SCWC and the Division of Ratepayer Advocates (DRA).
  In the settlement it was determined that an overcollection in the Purchase Power Adjustment Clause Balancing Account had accumulated more than $3.3 million by December 1995 and was to be refunded to ratepayers.
  

On April 25, 1997, SCWC filed Advice Letter 166-E which requested authorization to add an additional $0.00155 to the negative amortization with the completion of the Fawnskin 

 undergrounding project.
  Advice Letter 166-E became effective on June 4, 1997. This increased the negative amortization rate to the current $0.00749. 

SCWC’s Preliminary Statements, Section G Purchased Power Adjustment Clause (2) states the following requirements for the PPACR:

“A Balancing Account shall be maintained to record the difference between the accumulated revenue billed to reflect Edison’s purchased power rates and the accumulated actual costs of purchased power.  Monthly entries to the Balancing Account will be determined from the following calculations:

a. PPACR revenue plus TOU demand charge revenue billed during the month reduced by 1.3% to offset the effect of state franchise taxes.

b. Less: Energy purchased from Edison billed at Edison’s rates in effect during the month.

c. Less: Refunds from Edison to the extent that a corresponding rate increase has been passed on to the Utility’s customers.

If the above calculation produces a positive amount (over-collection), such amount shall be debited to ‘Revenue-Energy Cost Balancing Account’ and credited to ‘Other Deferred Credits-Energy Cost Balancing Account.’  If the calculation produces a negative amount (under-collection), such amount shall be credited to ‘Revenue-Energy Cost Balancing Account’ and debited to ‘Other Deferred Credits-Energy Cost Balancing Account.’  Interest at the 90-day commercial paper rate on the average of the beginning and ending balance of the ‘ Other Deferred Credits-Energy Cost Balancing Account’, debit or credit, will accrue to the Balancing Account.

At intervals not exceeding one year, the adjustment per kWh computed as prescribed by Paragraph G.2, and stated in the tariff schedules shall be adjusted to cause the accumulated revenue billed to offset Edison’s rates to substantially equal the accumulated actual cost of purchased power.”

On July 29, 1998, SCWC filed Advice Letter 179-E that requested authorization to revise its tariff sheets to eliminate the PPACR negative amortization rate.  The Energy Division prepared Draft Resolution E-3599 that denied SCWC’s requests in Advice Letter 179-E.  Draft Resolution E-3599 was released for comment on April 8, 1999.  Among the reasons why the advice letter was recommended for denial are as follows:

“SCWC has not complied with the balancing account requirements as stipulated by its Preliminary Statement and has not properly accounted for its required refund.  SCWC has not maintained its Purchased Power Adjustment Clause Balancing Account as required:

(a)  SCWC’ Advice Letter filing provided account information that purported to record “actual bill” debits when, in fact, many of the debits were based on estimates (in violation of its Preliminary Statement requirements);

(b)  On January 11, 1999, SCWC submitted additional data to the Energy Division, reporting that the balancing account was undercollected as of December 1998.  That information was incorrect;

(c)  Further information submitted by SCWC, at the request of the Energy Division, showed that their earlier account information that had been submitted by SCWC, has debited the account using estimates for purchased power expenditures rather than the required actual costs of purchased power;

(d)  Even without accounting for the addition of required interest payments, the balancing account should have reflected more than $1.8 million in unspent funds as of December 1998 rather than the reported undercollection of $68,847;

(e)  SCWC failed to properly credit interest payments as required by its preliminary statement.”

In Draft Resolution E-3599, SCWC was directed to complete several tasks, some of the ordering paragraphs are as follows:

· “The negative amortization rate in the Purchased Power Adjustment Clause Balancing Account of $0.00594 kWh shall continue until the overcollection or undercollection reaches 5% of annual revenues.  At that time, SCWC shall submit an Advice Letter to the Commission requesting amortization of the balance.

· SCWC may file an Advice Letter to reduce the negative amortization rate of $0.00155 kWh (the Fawnskin project related costs) when the balancing account overcollection is eliminated and if SCWC projects that its elimination will not result in continued overcollection (pursuant to the final paragraph of Section G.2 of the Preliminary Statement).

· SCWC shall conduct a detailed and complete audit of the Purchased Power Adjustment Clause Balancing Account, dating back to the account’s inception.

· The audit shall be performed by a qualified third party auditor and paid for by the shareholders of SCWC.  SCWC must select an audit firm that has significant experience auditing electric utilities and that has not audited SCWC in the previous five years.  The audit must be conducted by Certified Public Accountants.  The auditor must submit an unqualified audit opinion.  The audit must assure that no expenditure is recorded without verifiable actual expenses.  The audit must describe all discrepancies irrespective of their materiality.  The audit must assure that interest on the account must be accurately calculated based on the Commission approved rates and methodology in place over time.  The audit must review all elements of the Purchased Power Adjustment Clause Balancing Account, including purchased power expenditures, income from wholesales, and customer refunds.

· SCWC shall select an audit firm and submit its proposed selection to the Energy Division for approval.  If the audit firm and proposed contract are acceptable and meet the requirements of this Resolution, the Energy Division will issue a letter approving the auditor selection.  If not accepted by the Energy Division, an alternative selection must be made by SCWC and submitted to the Energy Division for approval.

· The completed audit shall be provided to the Energy Division within 180 days.

· If the Energy Division determines that the audit results have met the requirements of this Resolution, the Energy Division will issue a letter accepting the audit report. If the Energy Division does not accept the results as acceptable, SCWC must initiate whatever additional audit requirements the Energy Division stipulates.  The account and its records must continue to be maintained until such time that a formal Commission audit is conducted.

· Upon acceptance by the Energy Division, the Purchased Power Adjustment Clause Balancing Account shall reflect the audit results, including appropriate interest accounting and debits for verifiable actual expenses.

· SCWC shall maintain the Purchased Power Adjustment Clause Balancing Account as required by D.96-05-033 and Bear Valley Electric’s Preliminary Statement.

· Copies of this resolution and the audit report shall be submitted in any application or advice Letter filing regarding the Purchased Power Adjustment Clause Balancing Account until such time as the next GRC (General Rate Case) is completed.

· SCWC shall be required to file an Advice Letter modifying their preliminary statement in order to reflect the appropriate entities from which SCWC is purchasing power.”

On May 25, 1999, SCWC withdrew Advice Letter 179-E
 before the Commission could take action on the Draft Resolution E-3599.  Consequently, the Commission withdrew Draft Resolution E-3599 from the agenda.

On May 1, 2000, SCWC filed Advice Letter 183-E that requested authorization to revise numerous tariff sheets.  The revisions in the tariff sheets reflected the removal of the PPACR negative amortization rate and the implementation of an amortization to offset the undercollection in the Supply Expense Balancing Account.  SCWC requested amortization of the balance in the Supply Expense Balancing Account over a three-year period.

On May 11, 2000, SCWC replaced Advice Letter 183-E with Supplemental Advice Letter 183-EA.  The only differences between the two Advice Letters was that Advice Letter 183-EA requested amortization of the balance in the Supply Expense Balancing Account over a five-year period and contained the PPACR workpapers.

SCWC is requesting the following tariff revisions to its Bear Valley Electric Customer Service Area:

· To remove the existing negative Purchase Power Adjustment Clause Balancing Account amortization factor of $0.00749 kWh.

·  To implement an amortization of $0.00429 kWh to offset the undercollection of $2,365,587, as of March 2000, in the Supply Expense Balancing Account
.  SCWC is proposing to amortize this balance over a five-year period.

The above revisions will result in an overall increase of 12.46% to SCWC’s customers.

Currently, SCWC has approximately 20,000 Domestic, 1,200 Commercial, three Power, and four Industrial customers. The following information was provided by SCWC regarding the average increase with the proposed adjustments to its current rates:

Tariff
Average Monthly Usage kWh
Current Average Monthly Bill
Proposed Average Monthly Bill
% Increase

Schedule No. D (Domestic Service)
444
$41.29*
$46.53*
12.70%

Schedule No. D-LI (Domestic Service-CARE)
338
$26.41*
$29.80*
12.80%

Schedule No. DO (Domestic Service - Other)  -  Seasonal Customers
147
$19.10  
$20.83  
9.10%

Schedule No. A-1 (General Service < 20kW)
6691
$821.06  
$899.88  
9.60%

Schedule No. DM (Domestic Service - Multi-Family Accommodation)
1099
$102.09*
$115.03*
12.70%

Schedule No. DMS (Domestic Service-Multi-Family Accommodation- Submetered)
9260
$859.34*
$968.42  
12.70%

* This calculation uses summer baseline levels.  Winter Baseline levels will result in a lower bill.

In June 2000, seven SCWC customers wrote letters complaining about Advice Letter 183-EA.  In six of the letters, SCWC’s customers indicated that they felt their current rates were too high and did not believe a rate increase was justified.  In addition, three of these letters recommended SCWC’s operations be reviewed.  The seventh letter complained the conversion of existing overhead electric or communication lines to underground service at taxpayers or customers expense.
 

On June 14, 2000, the Energy Division sent a formal data request to SCWC.  Among the items SCWC was asked to provide were the following:

· To provide data to support how the revenue and actual expenses were derived in the PPACR workpapers.

· To verify that the Preliminary Statement for the PPACR was being utilized. 

· As SCWC was using a supplier for purchasing power different than Edison
, to verify that SCWC filed an advice letter or application to modify its Preliminary Statement.

· Resolution E-3599 recommended that an independent audit review all elements of the PPACR, including the purchased power expenditures, income from wholesales sales, and customer refunds.  SCWC was asked to provide a copy of this audit report.

Upon review of SCWC’s current filed Preliminary Statements and its responses to the Energy Division’s June 14, 2000 data request, the following were noted:

· SCWC’s current Preliminary Statements, Section G Purchased Power Adjustment Clause (2) had not been revised to indicated that Edison was no longer SCWC’s energy purveyor.

· SCWC was not maintaining the PPACR Account as prescribed in its Preliminary Statement.

· Interoffice memos that listed the total amounts of monthly revenues and sales in kWh for each customer class
 were provided as documentation to support the data in the PPACR workpapers.  Some of the interoffice memos contained revisions with no explanation why the revisions were being made.

· SCWC provided 1998 copies of invoices, payment stubs, bills, and an e-mail message.  Some invoices indicated that the past month payment had not been made.  The charges were not clear on some documents. 

· The provided audit report did not reflect the review of all elements of the PPACR, including the purchased power expenditures, income from wholesales sales, and customer refunds.  The audit report was an analysis of SCWC cost savings for the period of June 1996 through December 1998 by using power suppliers other than Edison.  The audit report indicated that SCWC reduced its wholesale power supply costs for the period June 1996-December 1998 by $3,876,468.  For the review of 1997 data, the audit report stated that data for calculating Edison’s charges were derived primarily from worksheets prepared by SCWC staff and/or Enova staff as final bills for eight months were unavailable.  It also stated, “But once the new marketplace began in April 1998, the benefits to SCWC of third-party transactions were significantly reduced.”

The Energy Division requested SCWC to provide the copies of all documents to support the purchased power expenditures for each year by month.  Among the documents SCWC submitted to support its purchased power expenditures were copies of invoices, payment stubs, checks, bills, letters indicating payments to Edison, and wired transferred reports.

· Not all of the provided documents itemized the charges.

· Some of the invoices indicated that the prior month had not been paid.

· There were billing lags between when power was purchased, the bill issued, and when payment was made.

· Some of the documents were duplications.

· SCWC stated that it had restated the balancing account using the actual recorded energy bills.

· Not all of the yearly totals of the purchased power expenditures matched the totals in the PPACR workpapers.

On January 9, 2001, a meeting was held between the Energy Division and SCWC to discuss the following:

· For SCWC to provide the original source documentation (or a copy of the original) and calculation for each month for the years 1996 – the present for the data submitted for the Advice Letter 183-EA.  This documentation was to include the revenues, invoices, and kWh used.

· To show by month that the invoices were less expensive than the Edison contract as stated in SCWC’s Preliminary Statement.  To provide copies of Edison'’ tariff sheets and other sources that SCWC is using.

· To identify any other data in the Purchased Power Adjustment Clause Balancing Account.  To identify the SCWC’s tariff references.

· To show/explain in detail the Purchased Power Adjustment Clause Balancing Account by Domestic, Commercial, Street Lights, and Power Accounts for each month of the filed data using the accounting methods prescribed by SCWC’s Preliminary Statement.

On January 20, 2001, SCWC submitted the Bear Valley Electric purchased energy bills for 1996-1999 for review.  The bills were by month for each of the years.  The energy bills were basically the same ones that were submitted in the previous data request.

Due to the above discrepancies, the Energy Division requested SCWC to submit the data in a “workable” format.  SCWC was also requested to file its revised Preliminary Statement.  SCWC submitted two binders containing workpapers in month/year.  The binders organized the data that included the balancing account workpapers, revenue
 documentation, and total offset costs
 documentation per month from 1996 through March 2000.  For each year, SCWC provide a spreadsheet that indicated the Supply Expense Balancing Account Entries for each month.  Also, SCWC generated a workpaper to reflect the data from its General Ledger Records.  The workpaper indicated the date and the individual amounts SCWC paid for energy expenses per year.

The documentation of revenues included a comparison between the data contained in the workpapers submitted in Advice Letter 183-EA, SCWC’s interoffice memos, and a computer generated billing report from recent reports reflecting machine billed customers and reviewing historical hand bills.  SCWC made some revisions to its PPACR workpapers based upon the comparison.  It was noted that SCWC did not always make consistent revisions.  Sometimes the usage amount and the sale amount were taken from different sources – interoffice memos or the computer generated/historical handbills.  

The following was noted that in the review of the total offset costs sections:

· The same Enova invoice for January 1998 was included in both February and March 1998.

· The same Edison invoice for April 1998 was included for both April and May 1998.

· SCWC had paid Edison’s January 1999 billing twice (SCWC stated that over-payment was credited against the April 1999 bill.)

· Some of the bills were assessed late charges
.

· A comparison between the monthly sales and kWh purchased could not be generated since a number of documents did not contain itemized charges or kWh purchased amounts.

On January 30, 2001, SCWC filed its revised Preliminary Statement regarding the Purchased Power Adjustment Clause for Bear Valley Electric.  The PUC received Advice Letter 185-E on January 31, 2001.

On March 7, 2001, at a meeting between SCWC and the Energy Division, SCWC was asked to generate a reconciliation between its monthly kWh sales and purchases.  SCWC stated its sales and purchases
 would not match due to bi-monthly billings and system line losses.  

On March 16, 2001, SCWC submitted data
 indicating that the difference between the sales and purchases was only 3.8%
.  The Energy Division review of this submission indicated errors by SCWC in generating the revenues and invoices totals per the data that SCWC submitted in its workpaper binders.  

On March 27, 2001, SCWC submitted revisions incorporating the discrepancies noted by the Energy Division.  The revised SCWC tables generated an 10.1% difference between monthly sales and purchases.
  SCWC stated the following in regard to the 10.1% difference:  

“There are two types of losses included in any loss analysis.  One is electrical, which consists of the losses through the transmission and distribution system.  The other is non-electrical, which can be caused by energy theft, slow or broken meters, or billing inaccuracies.

The major reason for somewhat higher losses on the Bear Valley Electric (BVE) system then may be experienced by other utilities, is the nature of the customers, service area and weather.

For example, transformer losses are made up of two components, a no-load or core loss component, and a load loss component.  The load loss occurs whenever current passes through the transformer to the customer.  However, the no-load or core loss component is a function of the transformer simply being energized, whether it is serving load or not.  Since BVE serves a resort area, some two-thirds of our customers are owners of vacation or second homes, which may not be using any energy at all for significant portions of the year.  As a result transformer losses are higher than one would normally experience in a larger utility, serving a more diverse service area

The other reason for somewhat higher losses is the nature of the system.  BVE has a 4Kv Distribution system.  Since losses are a function of the current transmitted and the resistance in the distribution circuit, the lower the voltage, the higher the current to serve the same load.  Most major utilities today are operating 16Kv distribution systems.  Such a system, however, would be economically prohibitive at this time in the Bear Valley service area.”

On March 29, 2001, SCWC found supporting data for a Sempra March 1999 invoice.  The additional sales from the analysis of this invoice revised the percent difference between the monthly sales and purchases to 10.0%.

Notice 

Notice of AL 183-EA and AL 185-E were made by publication in the Commission’s Daily Calendar.  SCWC states that a copy of the Advice Letter was mailed and distributed in accordance with Section III-G of General Order 96-A. 

On May 22, 2000, SCWC mailed a notice informing its customers in the Bear Valley Electric service area of Advice Letter 183-EA.  The notice indicated that SCWC had filed a request to the Commission to remove the rate refund factor and to initiate a recovery surcharge to recover its current undercollection in the supply expense balancing account.  The net effect to the customers’ monthly bills was provided.  The notice also informed the customers that they could contact “the Commission concerning the proposed rate increase by writing to the Commission office no later than 20 days after the publication of this notice.” 

Protests

No protest letters were received.

Discussion

In order to analyze SCWC’s requests, the Energy Division had to determine if the overcollection in the Purchase Power Adjustment Clause Balancing Account had been returned to SCWC ratepayers and if an amortization to offset the current undercollection in the Supply Expense Balancing Account in its Bear Valley Electric Customer Service Area was justified.  The Energy Division also had to determine if the concerns in the previous SCWC’s Advice Letter 179-E had been resolved since it affected the analysis of Advice Letter 183-EA.

In review of SCWC’s submitted data, it appears that the overcollection in the PPACR has been returned to SCWC ratepayers.  However, it is difficult to verify the exact amount of the undercollection in the Supply Expense Balancing Account due to discrepancies in SCWC’s data.

Currently, California is in an energy crisis.  Wholesale electricity costs are at an all time high.  While there are deficiencies in SCWC’s supporting data, it is not reasonable for SCWC to continue implementation of the negative amortization in its PPACR Account.  SCWC is purchasing power at an average of $0.282 kWh.  They are recovering on an average $0.02437
 kWh of that in their rates.  In addition, it is reasonable for SCWC to begin amortization of the undercollection.
  Consequently, it is prudent to grant SCWC’s requests, subject to refund, to remove the negative amortization in its PPACR Account and to offset the current undercollection with the following conditions:

1. In order to ensure that an accurate account was maintained, a detailed and complete audit of SCWC’s PPACR shall be generated back to the inception date of this account.  The audit must ensure that no expenditures are recorded without verifiable actual expenses.  All discrepancies must be explained.  The audit must review all components of the PPACR Account, including purchased power expenditures, income from wholesale sales, customer refunds, and line losses.  The audit must ensure that the account was accurately calculated based on the Commission approved rates, methodology, and the Preliminary Statements in effect at that time.  SCWC shall engage the services of a Professional CPA firm to conduct an audit.  The Request for Quote (RFQ) should be submitted to the Energy Division for its review before solicitation of bid to ensure compliance with this Resolution

2. SCWC must maintain all records of the PPACR Account until a formal audit is conducted.

3. Late fees and administrative and general expenses are not to be included in the PPACR Account.

SCWC submitted Advice Letter 185-E to revise its Preliminary Statement to reflect the current methodology in maintaining its Purchased Power Adjustment Clause.  SCWC stated, “The operation of the Purchased Power Adjustment Clause was effectively revised by the Commission’s D.97-12-093 in the small utility unbundling proceeding, and subsequently reflected in rates submitted in Advice Filing 175-E.  Unfortunately, the appropriate revisions to Part G of the Preliminary Statement, which contains the Purchased Power Adjustment Clause, were not undertaken at that time.  Southern California Water Company is correcting that oversight with this filing.”  While SCWC may consider this action an “oversight”, it is, in fact, a violation of a Commission order, which may result in sanctions or fines.

SCWC was aware of this “oversight” from Draft Resolution E-3599.  Moreover, in its response to an Energy Division’s Data Request on March 3, 1999, SCWC acknowledged that it was not in compliance with its tariff.  SCWC states, “SCWC, inadvertently, did not officially modify its Preliminary statement to state that the Balancing Account debits will based on Enova bills.”  SCWC had the opportunity to correct this “oversight” a second time, but did not.

The proposed Preliminary Statement G. Purchased Power Adjustment Clause 2.(a) states in part the following:

“The Power System Delivery Charge shall include…the most Recently adopted estimate of costs for Ancillary Services, which include the Costs for system protection services, line losses and energy imbalance Services…”  (Emphasis added)

Currently, SCWC’s line losses are estimated to be between 10.0% - 12.0%.  Due to the current high cost of electricity, it is appropriate for SCWC to provide documentation supporting its line losses and justification why these costs should be passed on to ratepayers.  SCWC should indicate what steps it is taking to adequately reduce its line losses.

The proposed Preliminary Statement G. Purchased Power Adjustment Clause 2.(a) also, states in part the following:

“The Power System Delivery Charge shall include the most recently adopted estimate of costs to the utility for Transmission Service, currently supplied by Southern California Edison, but regardless of supplier; the most recently adopted estimate costs to the utility for Capacity, currently supplied by Southern California Edison, but regardless of supplier…”  (Emphasis added)

The above underlined text of the Preliminary Statement should be deleted. If SCWC is anticipating using resources other than Southern California Edison to purchase its Transmission Services and Capacity, the underlined sections should be deleted.

The initial data that SCWC gave the Energy Division staff were unorganized, had discrepancies, duplications, and revisions without any documentation supporting the revisions.  SCWC should submit verifiable data that is organized and supportive of its proposed rate revisions.  Any discrepancies should be identified and a detailed explanation should be provided.  SCWC should maintain verifiable revenue, purchase power expenditures, customer refunds, non-electrical loss
, and line loss data.

SCWC should notice its customers one billing cycle in advance of any advice letter filing.

Comments

Public Utilities Code section 311(g)(1) provides that this resolution must be served on all parties and subject to at least 30 days public review and comment prior to a vote of the Commission.  Section 311(g)(2) provides that this 30-day period may be reduced or waived upon the stipulation of all parties in the proceeding.  

SCWC has stipulated to reduce the 30-day waiting period required by PU Code section 311(g)(1) to 20 days.  Accordingly, this matter will be placed on the first Commission's’ agenda fifteen days following the mailing of this draft resolution.  By stipulation, comments shall be filed no later than 10 days following the mailing of this draft resolution. 

Findings

1. D.96-05-033 adopted a settlement between SCWC and the DRA.  SCWC was required to refund the overcollection of $3.3 million in the PPACR Account to ratepayers.

2. D.96-05-033 and SCWC’s Preliminary Statement prescribed the requirements for maintaining the PPACR Account.

3. On July 29, 1998, SCWC filed Advice Letter 179-E requesting authorization to remove the Purchase Power Adjustment Clause Balancing Account negative amortization.  The Energy Division prepared Draft Resolution E-3599 that denied SCWC requests in Advice Letter 179-E. 

4. On April 8, 1999, Draft Resolution E-3599 was released for comment.

5. On May 25, 1999, Advice Letter 179-E was withdrawn by SCWC before the Commission could take action on the Draft Resolution E-3599.  The Commission withdrew Draft Resolution E-3599 from the agenda.

6. On May 1, 2000, SCWC filed Advice Letter 183-E requesting elimination of the Purchase Power Adjustment Clause Balancing Account and to implement an amortization to offset the undercollection in the Supply Expense Balancing Account over a three-year period.

7. On May 11, 2000, Advice Letter 183-EA was filed replacing Advice Letter 183-E in its entirety.  This Advice Letter revised the amortization period to five years.  This results in an overall rate increase of 12.46% to SCWC’s customers.

8. Six SCWC’s customers complained about the rate increase.

9. A seventh letter complained the conversion of existing overhead electric or communication lines to underground service at taxpayers or customers expense.  In Advice Letter 183-EA no conversion of existing overhead electric or communication lines to underground service was considered.

10. The notice SCWC sent to its customers is misleading regarding the time period in which the Commission must receive timely protests.

11. SCWC did not maintain the Purchase Power Adjustment Clause Balancing Account as authorized in its Preliminary Statement as noted in Draft Resolution E-3599 and Advice Letters 179-E and 183-EA. 

12. SCWC’s supporting data were unorganized and contain discrepancies.

13. Some of SCWC’s invoices had late fee charges.

14. It was not clear what were the actual expenses on some of the invoices.

15. To determine if the Purchased Power Adjustment Clause Balancing Account was accurately maintained, a detailed and complete audit should be generated back to the inception date of this account.  This audit should be paid by SCWC’s shareholders.

16. An independent Professional CPA firm should conduct the audit.  The Request for Quote (RFQ) should be submitted to the Energy Division for its review before solicitation of bid to ensure compliance with this Resolution.

17. The audit must ensure that the account was accurately maintained based on the Commission approved rates, methodology, and the Preliminary Statements in effect at that time.  The audit must ensure that no expenditures are recorded without verifiable actual expenses.  All discrepancies must be explained.  All components of the PPACR Account, including purchased power expenditures, income from wholesale sales, customer refunds, and line losses must be reviewed.

18. There were discrepancies in SCWC’s data of the Supply Expense Balancing Account.

19. There is a 10.0% difference between monthly sales and purchases of kWh that SCWC stated was due to line losses, energy theft, slow or broken meters, or billing inaccuracies.

20. On January 30, 2001, SCWC filed Advice Letter 185-E to revise Part G of the Preliminary Statement to reflect how the Purchased Power Adjustment Clause is currently maintained.

21. SCWC’s Advice Letter 183-EA should be approved with the following modifications:

(a) In order to ensure that an accurate account was maintained, a detailed and complete audit of SCWC’s PPACR shall be generated back to the inception date of this account.  The audit must ensure that no expenditures are recorded without verifiable actual expenses.  All discrepancies must be explained in detail.  The audit must review all components of the PPACR Account, including purchased power expenditures, income from wholesale sales, customer refunds, and line losses.  The audit must ensure that the account was accurately calculated based on the Commission approved rates, methodology, and the Preliminary Statements in effect at that time.  SCWC shall engage the services of a Professional CPA firm to conduct an audit.  The RFQ should be submitted to the Energy Division for its review before solicitation of bid to ensure compliance with this Resolution.  The RFQ shall be completed within 30 days from the effective date of this Resolution.

(b) The audit shall be paid by SCWC’s shareholders.

(c) SCWC must maintain all records of the PPACR Account until a formal audit is conducted.

(d) Late fees and administrative and general expenses are not to be included in the PPACR Account.

(e) A copy of the finalized audit report shall be given to the Energy Division.

(f) If the audit report is acceptable by the Energy Division, the PPACR Account will be adjusted to reflect the audit results.

(g) SCWC shall provide documentation supporting its line losses and justification why these costs should be passed on to the ratepayers.  SCWC should indicate what appropriate steps it is taking to adequately reduce its line losses.  This study shall be submitted to the Energy Division within 60 days from the effective date of this Resolution.

21. Advice Letter 185-E should be approved with the following modifications:

(a) The phase “currently supplied by Southern California Edison, but regardless of supplier” shall be deleted from the text in Part G 2.(a) of the Preliminary Statement.

(b) The revised Preliminary Statement shall be filed as a supplemental advice letter within 10 days from the effective date of this Resolution.  The effective date of the supplemental advice letter is today.

Therefore it is ordered that:

1. SCWC’s Advice Letter 183-EA is approved, subject to refund, with the following conditions:

(a) In order to ensure that an accurate account was maintained, a detailed and complete audit of SCWC’s PPACR shall be generated back to the inception date of this account.  The audit must ensure that no expenditures are recorded without verifiable actual expenses.  All discrepancies must be explained in detail.  The audit must review all components of the PPACR Account, including purchased power expenditures, income from wholesale sales, customer refunds, and line losses.  The audit must ensure that the account was accurately calculated based on the Commission approved rates, methodology, and the Preliminary Statements in effect at that time.  SCWC shall engage the services of a Professional CPA firm to conduct an audit.  The RFQ should be submitted to the Energy Division for its review before solicitation of bid to ensure compliance with this Resolution.  The RFQ shall be completed within 30 days from the effective date of this Resolution.

(b) The audit shall be paid by SCWC’s shareholders.

(c) SCWC must maintain all records of the PPACR Account until a formal audit is conducted.

(d) Late fees and administrative and general expenses are not to be included in the PPACR Account.

(e) A copy of the finalized audit report shall be given to the Energy Division.

(f) If the audit report is acceptable by the Energy Division, the PPACR Account will be adjusted to reflect the audit results.

(g) SCWC shall provide documentation supporting its line losses and justification why these costs should be passed on to the ratepayers.  SCWC should indicate what appropriate steps it is taking to adequately reduce its line losses.  This study shall be submitted to the Energy Division within 60 days from the effective date of this Resolution.

2. SCWC’s Advice Letter 185-E is approved with the following modifications:

(a) The phase “currently supplied by Southern California Edison, but regardless of supplier” shall be deleted from the text in Part G 2.(a) of the Preliminary Statement.

(b) The revised Preliminary Statement shall be filed as a supplemental advice letter within 10 days from the effective date of this Resolution.  The effective date of the supplemental advice letter is today.

3. SCWC shall provide its notice of rate changes one billing cycle in advance of any advice letter filing.

This Resolution is effective today.

I certify that the foregoing resolution was duly introduced, passed and adopted at a conference of the Public Utilities Commission of the State of California held on May 24, 2001; the following Commissioners voting favorably thereon:







 _____________________







 WESLEY M. FRANKLIN







 

       Executive Director

� DRA is now known as the Office of Ratepayer Advocates.


� The over-collection was to be refunded to the ratepayers through refund checks and a negative amortization rate of $0.01668 kWh in 1996 and $0.00594 in 1997.


� The Fawnskin Project was a joint project involving Bear Valley Electric, Falcon TV, and General Telephone.  The project was to underground electric lines.  It was completed and placed into service in April 1997.


� SCWC’s withdrawal letter stated, “SCWC is currently conducting an audit on its energy bills and would like the opportunity to review the results of the audit before pursuing the removal of the amortization.”


� Resolution E-3599 was placed on the Commission Agenda on Thursday, May 13, 1999.  At this Commission meeting, Resolution E-3599 was held over to the next PUC Commission meeting on Thursday, May 27, 1999.


� SCWC has indicated that the undercollection as of October 2000 was $5,202,953.


� In Advice Letter 183-EA no conversion of existing overhead electric or communication lines to underground service was considered.


� From 1996 to the present, SCWC has used Edison, Enova Energy, Inc., Dynergy Power Marketing, Inc., and Illinova Energy Partners, Inc. as a supplier for purchasing power.


� Data for revenues and sales in kWh are listed in four customer classes – Domestic, Commercial, Power, and Street Lights.


� SCWC stated in these binders that the revenues “is the monthly sum of all Purchase Power Adjustment Clause revenue, including the Amortization amount, that is machine billed for Domestic and Commercial accounts, and hand billed for Street Lighting and Power Accounts.  The revenue is reduced by a percentage to reflect an allowance for Franchise Fee and Uncollectible expense, as adopted by the CPUC.”


� The Total Offset Cost includes various energy-related charges that include energy, demand charges, and capacity payments that were incurred by SCWC.


� It could not be verified if other bills assessed late charges since not all charges were itemized.


� SCWC’s March 16, 2001 response to an Energy Division data request states, “we identified 23 invoices that did not have sufficient detail pertaining to the amount of energy…Our search process produced additional documentation for 6 of these invoices, resulting in an additional 68,509,00 kWh of purchases.” 


� SCWC used the submitted data contained in its binders to generate the difference of 3.8% between the monthly kWh sales and purchases.


�  SCWC did not provide documentation on how the purchases were derived on seven invoices.  The Energy Division found two of the invoices’ documentation in SCWC’s Advice Letter 179-E.  SCWC contacted Bear Valley Electric to obtain the additional documentation.


� During a meeting between SCWC and the Energy Division on March 23, 2001, SCWC indicated that its line losses were between 10.0% and 12.0% a year.





� The $0.02437 represents the average Domestic amount.


� SCWC filed Advice Letter 186-E on April 9, 2001 to address the increasing undercollection in its Supply Cost Balancing Account since March 2000


� SCWC indicated that non-electrical losses could be caused by energy theft, slow or broken meters, or billing inaccuracies.
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