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OPINION HODIFYING DECISION 87-12-066-

, On December 22, 1987, the Commiﬁsion issued Decision

(D.) 87-12-066 in this proceeding. Among other things, the order
, authorized EdiSon to file new electric rates effective Jahuary 1,
1988. These rates were based on the revenue requirement, margznal
cost, revenue allocatmon, and rate des&gn adopted in the dec;s;on.

Since the issuance of D.87-12- 066, several pet;tlons for
modification of that order have been filed. In thxs,declszon, the
Commission will review and consider those petxtlons whlch addressed
the portions of D.87-12-066 related to margxnal cost, revenue
allocation, and rate design.
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The petitioners include Southern California Edison
Company (Edison), the California Large Energy Consumers Association
and the California Steel Producers Group (CLECA/CSPG), the
Industrial Users (IU), the California Farm Bureau Federation (Farm
Bureau) , Towaxrd Utility Rate Normalization (TURN), and Luz
Engineering (Luz). Edison, whose requested modifications were
contained in two petitions, also filed responses to the petitions
of CLECA/CSPG, XU, and Luz. '

In addition to our consideration of the changes recquested
by the petitions, the Commission, by this decision, also intends to-

resolve an inconsistency between D.87-12-066 and D.87-05-060 issued N

in Application (A.) 82=04-044, et al., the generié standard offer
proceeding. The conflict between those orders relates to the
costing periods to be used for qualifying facilities.:

The petitions are discussed bhelow within the general
categor;es of marglnal cost, revenue allocation, and rate design. ’
This dzscuss;on will not, however, include a review of the petition
filed by Luz. ILuz, who was not a party to this proceedzng, seeks -
clarification that Edison was not authorized in D.87-12-066 to -
modify its method of calculating‘avoidéd capacity cost bonus
payments to qualifying facilities. According to Luz, Edison
believes that this modification is required as a result of changes
in the costing periods adopted in D.87-12-066.

In its responée”td‘Luz's’petition, Edison states that it
is working with Luz to resolve this issue. Edison therefore asks
that it be given to April 15, 1988, to report the results of its
efforts to the Commission or to respond to Luz’s petition for
modification absent an agreement between the parties.

We encourage Edison’s efforts to find an equitable
solution to the issue raised by Luz. We therefore grant Edison’s
request to report on its efforts by April 15 and defer any action
on Luz’s petition until after that time.
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Finally, we note that the California Citrus Mutual has
written a letter expressing concern with respect to changes in
Edison’s agricultural Schedules PA-l and PA=-2 adopted in
D.87-12-066. Specifically, the California Citrus Mutual questions
the consistency of Special Condition 5 of PA-2 with the discussion
of D.87-12-066. The California Citrus Mutual also asks that the
difference in demand levels between the PA-1 (less than 35 kW) and
PA-2 (above 35 kW) schedules be eliminated. :

We have reviewed both the decision and the accompanying
tariffs and find that Special Condition 5.0f the PA-1 schedule was
altered consistent with the request by the Citrus Growers .
Cooperative and the language of D.87-12-066 at page 355.
Specifically, the Citrus Growers Cooperative, the only party making
such a request at the time of hearings in this proceeding, asked.
that the off-peak credit provision of Schedule PA-1 (Special
Condition No.S5) be reworded to allow discommecting of load during
sunmer months only. . The zollaw1ng lanquage was adopted f£or Speclal
Condition No. 5 in response to this request: ‘

»The monthly service charge will be reduced by
an off-peak credit of $0.50 per horsepower of
connected load. 'Customers must agree to permzt
the Company to install, at customer expense, an
automatic ut;l;ty-controlled 1oad disconnecting
device des:gned

« « « <" (Emphasis added.) ‘

Comparable language was»added to Schedule PA-2 (Special
Condition 10). We find that this language provides for the relief
requested by the Citrus Growers Cooperative and described by the
California Citrus Mutual. . -

If the California citrus Mutual believes that further
improvement of Edison’s agricultural schedules is required, we
encourage this organization to participate in the workshops being
held by Edison and DRA at the current time. The express purpose of:
these workshops, ordered in D.87-12-066 at page 364, is to provide ' -
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a forum in which the reasoning behind the adopted agricultural rate
design can be explained and comments from ratepayers in this class
can be solicited on possible ways to 7fine tune” these schedules.
We believe that the California Citrus Mutual’s comments in this
forum would be most valuable. We note that the workshops have been
scheduled for March 31, April 7, April 27, and April 28 in
Lancaster, Visalia, Hemet, and Ventura, respectively.

Maxginal Cost :
Two parties challenged findings in D.87-12~066 related to
marginal and avoided energy costs =-- Edison and TURN. Edison
asserts that the Commission’s adoption of DRA’s #QF In/QF out”
methodology for determining the incremental energy rate (IER) used
in the calculation of avoided energy c¢osts is not supported by
#substantial evidence.” At the outset, we note that such a ”legal”
assertion would have been more appropriately raised by Edison in a
petition for rehearing. In any event, however, we find that
Edisen’s pqsltion‘zs without merit. : '

The reasons supporting the adoption of DRA’s methodology
and ultimately the IER of 9,775 Btu/kWh are explicitly recited at
pages 206 through 209 of D.87-12-066 and need not be repeated here.‘
We note, however, that these. reasons included: the basxc fact that
no party, other than DRA, had presented IER results for the
calculation of both marginal and avoided energy-costs upeon whxch .
this Commission could rely. We remind Edison that, if d;ssatmsrzed[
with the adopted IER, it will have a full opportunity to—litigate“ -
that number in the upcoming hearings in its current Enexgy Cost
Adjustment Clause (ECAC) proceeding, Application (A.) 88-02-016.

TURN's petit;on requests the updating of marginal energy :
costs between general rate cases. In.D.87-12-066, we found that
the complete relitigation in intervening ECAC proceedings of _
marginal cost structure and levels,adopteduin‘the'general rate case'
was inappropriate. It does seem reasonable, however, to consider
marginal energy costs in ECAC proceedings, because energy costs are
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based on fuel costs, which the ECAC proceedings are designed to
cquantify.

We appreciate the arguments made by TURN but will not
require a recalculation of marginal energy costs prior to the 1989
ECAC. The main reason is our concern that there is just not enough
time in Edison’s current 1988 ECAC to litigate the issues that are
likely to arise. Since we are already implementing new QF energy
payrent requirements in the current ECAC, we wish to ;imit wherever
possible the scope of other issues to be addressed. We do not
expect marginal energy costs to change significantly in the next
year, and if they do, we can take appropriate action. We also hope
to have, for 1989, a more realistic plan in place to process ECAC
rate changes. With the necessary time available we can attend‘to
this issue.

Finally, although raised by no party to-th;s proceed;ng,
the Commission wishes to take notice of a conflict between
D.87-12-066 and D.87-05-060 in'A.82-04-044, et al.,-the generic
standard offer proceeding. . In D.87-12-066 at page 245, we stated
as follows: ”We concur with Edison...that the record does not
support the addition of a super-off-peak period for QFs on Edison’s
system at this time.” Despite this statement, prior to the
issuance of D.87-12-066, the Commission had in fact approved a
fourth costing period (super o££¥peak) in conjunction with QF
payments. Specifically, in D.87=-05-060 in A.82-04-044, et al.,
Edison had been directed to develop a super of!-peak.peribd for
qualifying facilities based on the same principles adopted for
Pacific Gas and Electric Company (PG&E): im D.86~12-091. By
D.88-03-026 in A.82-04-044, et al., Edison has now been dlrected to
file its proposed costing periods by April 8, 1988.

Based on D.87-05-060, it is clear that our statement in
D.87-12-066 was in error. We regret our lack of coordination with '
decisions in other proceedings, but also wish to register our
additional disappointment in Edison taking a position in this
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proceeding in direct conflict with a Commission order which was
already in effect. D.87-12-066 will therefore be modified to
reflect the adoption of a fourth costing period for qualifying
facilities.

Revenue Allocation

In the petitions filed by both CLECA/CSPG and IU, the
parties ask the Commission to clarify the extent to which revenue
allocation will be an issue in Edison’s 1988 ECAC proceeding
(A.88=02-016). According to-CLECA/CSPG,‘beciuse of conflicts
between the text and the findings and conclusions in D.87=-12-066,
the extent to which the Commission intended this issue to be heard
in Edison’s 1988 ECAC is not clear.

Speczfzcally, CLECA/CSPG quotes D.87-12-066 at page 264
as stating that ”[f]or rate changes occurring between this rate
case and Edison’s 1989 ECAC, the rate schedule changés should
consider both the systenm averagq'percentage,change‘[SAPCJ

methodology and the phased-in EPMC [Equal Percent of Marginal Cost]

methodology.” CLECA/CSPG also notes that in the text, Edison was
furthexr directed ”to file proposals using both methods and:
indicating the utility’s preferredjapprbach;” (Id.)

In contrast, CLECA-CSPG states that Finding 302 and
Conclusion 132 of D.87-12~066.provide that revenue changes between
the general rate case and Edison’s 1989 ECAC be allocated on the
basis of SAPC in order to maintain the rate relationships adopted
in this proceeding. CLECA/CSPG believes that to rely solely on
SAPC for revenue allocation prior to the 1989 ECAC is in
contravention of the Commission’s stated policy to move toward a

full EPMC revenue allocation for Edison. CLECA/CSPG therefore asks

that this finding and conclusion be modified to provide for
consideration of an EPMC revenue allocation in Edison’s 1988 ECAC
and in any other Edisoh.proceedingfinvolving‘a‘significant.revenue
change prior to the next general rate case.
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IU similarly notes the inconsistencies between the text
and findings of D.87-12-066 with respect to revenue allocation
prior to Edison’s 1989 ECAC. IU cites, however, Oxdering Paragraph
41 which, unlike the finding and conclusion, is consistent with the
text of D.87-12-066 and directs Edison to propose rate schedules
showing changes by both EPMC and SAPC in proceedings invelving rate
changes priox to Edison’s 1989 ECAC.

IU, like CLECA/CSPG, believes that use of the EPMC ‘
mnethodology for revenue changes is imperative for the Commission to
meet its ultimate goal of a full EPMC revenue allecation for Edison
”7as soon as possible.” . (D.87=12-066, at p- 262.) In a supplement
to its petition for modification, IU further asserts that the
exhibits filed by Edison in its current ECAC (A.87-12-016) make
clear the importance of applyiﬁg some form of EPMC revenue
allocation in that proceeding. IU states that Edison’s showing
demonstrates that application of the SAPC revenue al}ocation noves
rate relationships away from EPMC. IU therefore asks that the
: application of some form of capped EPMC method be considered for
revenue allocation in Edison’s 1988 ECAC proceedlng.

In response to the petltions ‘of both CLECA/CSPG and IU,
Edison asserts that the petitions should be denied. Contrary to
the position of these parties, it is Edison’s opinion thatitherel ‘
are no inconsistencies in D.87-12-066. Edison interprets the order
as requiring a revenue allocation based on SAPC in Edison’s 1988
ECAC, but with Edison providing an example of phased-in EPMC rate
levels for purposes of comparison only. 1

Edison states that it is concerned that lltlgatmon in the
1988 ECAC of inter-class revenue allocation, which has just. been
addressed in the rate case, would likely delay an ECAC forecast
decision. Edison asserts that such a delay beyond the June l, 1988
revision date would adversely affect Edison.

. While it is always our hope to provide only the clearest ‘f“«’ :
directives in our orders, we agree with CLECA/CSPG and IU that that _ S
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goal was not achieved with respect to the revenue allocation to be
undertaken in Edison’s 1988 ECAC. Our intent in D.87-12-066 was in
fact to require Edison to file proposals using both an SAPC and
phased-in EPMC methodology in its ECAC indicating its preferred
approach. (D.87-12-066, at p. 264.) It was not our intent to
prejudge that showing, however, by prescribing that only an SAPC .
methodology would be adopted. For this reason, Finding 302 and
Conclusion 132 require modification.

. In making these modifications, we wish, however, to
restate our intention not to overburden Edison’s ECAC immediately
following the general rate case. In this light, Edison is also
correct in stating that in D.87-12-066 we sought to limit
consideration of revenue allocation in Edisen’s 1988 ECAC to
receiving and comparing illustrations of the two types of revenue
allocation methodologies. We share Edison’s concern that the full
relitigation of revenue allocation issues in its current ECAC could
delay a forecast decision and unnecessarily require examination of

issues which have only recently been litigated in Edison’s general -

rate case. _ ‘

Under these-circumsﬁanées, parties to Edison’s ECAC will
be permitted to comment on Edison’s proposed revenue alloqatiéns .
and provide their own illustrations of an SAPC and a phased-in EPMC -
allocation. The .testimeny, however, should not involve a re- |

examination of the revenue allocation policies which the Commission: -

announced in D.87-12-066. :

We similarly reaffirm our statements in D.87-12-066 that
#the consideration of revenue allocations issues in ECAC, however,
does not and should not include relitigation of the marginal cost
structure and levels adopted in the general rate case. : :
(D.87-12-066, at p. 264.) Neither is it the appropriate forum for -
considering rate design issues. In D.87-12-066, we found that for
rate design between general rate cases DRA’s proposal to increase:
demand and customer charges toward theixr EPMC relationships for
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revenue regquirement increases and the maintenance of those
relationships for decreases was appropriate. (D.87-12-066, at
Pp. 380-381.)

The need to reevaluate revenue allocation in Edison’s
ECAC stems directly from our stated policy of achieving an EPMC
revenue allocation for Edison ”as soon as possible.” (D.87=12-066,
at p. 262.) We have also recognized that ”to achieve our goal of
full EPMC and ensure rate stability the adopted revenue allocation
for the two Years following the test year should be based on the
circumstances existing at that time.” (Id.) Obviously, such an
evaluation cannot be made without the type of illustrative showing
that we have recquired Edison to make and on which other partie; may
comment.

No such similar policy, however, requires the re- .
examination in Edison’s 1988 ECAC of marginal cost and rate des&gn
which were exhaustively explored in the general rate case.
Especially given the number of issues. which havevbeen.zncluded for
consideration, there is not enough time from a procedural
standpoint to consider such issues. -

We, therefore, advise parties who intend to participate -
in Edison’s 1983 ECAC on the issue of revenue allocation that their -
testimony should be limited to proposed SAPC and phased-in EPMC .
revenue allocations as indicated above. Because of the number of
issues to be heard in the two weeks of hearing scheduled for the _
forecast phase of Edison’s ECAC (May 23 to June 3, 1988), time for
presentation of testimony and cross-examznat;on.may be extremely
.limited. ‘

On a different issue, Edison also requests a minor
modification to Conclusion 129 which provides that the 5% cap on _
the EPMC revenue allocation adopted in the genexal rate case was to.
be applied to »increases over the system average percentage
change.” (D.87-12-066, at p. 441.) Edison states that for
consistency with the text of the decision and the actual revenue
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allocation approach adopted, this language should be changed to
reflect that the adopted cap of 5% is based on increases over
present rate revenues. Edison is correct in requesting this
nodification. The text (p. 262), findings (Finding 297, 2éa), and
the adopted revenue allocation (p. 272) in D.87-12-066 reflect our
intent to adopt a cap over present rate revenues. Conclusion 129
should, therefore, be modified accordingly.
Rate Desian

IU asks that the Commission delete poxrtions of its
discussion in D.87-12-066 to better reflect IU’s position on TOU-8
demand charges and to permit future proposals aimed at limiting
demand charges to a certain percentage of their EPMC level. IU
states that the Commission improperly identified IU alone as
suggesting that the TOU-8 demand charge should be set at less than
EPMC. Further, despite the Commission’s acknowledgement that IU’s
proposal was designed to mitigate adverse bill impacts in tbe short
term, IU asserts that such acknowledgement failed to identify IU’s
continued advocacy of “full, cost-based rates, demand charges
included.” (XU Petition, at p. 3.) IU states that it raised a
similar argument in its comments to the ALY proposed decision in
this proceeding, but that the Commission failed to change the order:
in response. o
The reason for our conclusion that no change was required
in the ALY proposed decision based on IU’s assertions was simple. |
In reviewiﬁg the language at page 320 of the decision, we did not
at that time consider that a discrepancy existed in our recitation
of IU’s position and the position which was taken by the party‘
during this proceeding. This opinion remains unchanged with a
second review of the order prompted by IU’s petition. We also do
not view the statements contained at page 320 to be a reriticism”
of IU’s position as IU has contended. Specifically, D.87-12-066
states as follows: ‘
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-

e do not c¢oncur, however, with Edison’s and

PSD’s compromise on ‘ratcheting’ of demand

charges nor with the IU’s suggestion of setting

the demand charge at less than EPMC. Neither

of these recommendations achieve our goal of

providing cost-based rates and ensuring

accurate price signals to the affected customer

group. While we understand that IU’s proposal

was intended solely as a temporary,

transitional device to mitigate adverse rate

impacts, we believe, as explained below, that

the use of rate limiters is a more appropriate

means of achieving this goal.” (D.87-12=066,

at p. 320.)

These sentences reflect that IU did recommend demand
charges being set at less than EFMC and that the suggestion was
motivated by a desire to mitigate adverse impacts. We have |
carefully read IU’s petition for modification and find that our
understanding of IU’s position in this proceeding was in fact
correct. The facts that IU remains an advocate of cost-based rates .
or that others in this’ proceeding recommended similar adjustments '
of the demand charges do not require the modification of these
statements. , v ‘ ' , -

IU even asks in this petition that language on page 321
of D.87=12-066 be deleted to permit proposals aimed at developing
demand charges at less than their EPMC level in future rate cases.
The language in question states that ”“we also do not believe it is.
appropriate to limit demand charges to a certain percentage'of
their EPMC level.” (Id.) This statement is one of current.
Commission policy, but as such is not an absclute limitation on
future showings. IU is certainly free to renew its request for
adjusted demand charges in upcoming proceedings. IU will be on
notice, however, based on the language of D.87-12-066, of the
Commission’s current approach to the issue.

IU also states that the Commission has incorrectly
referred to the ”cost-based” nature of newly adopted interrtptible
Schedule I=6 when in fact the schedule reflects the value of
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interruptibility to Edison. In using the phrase ”cost-based” with
respect to Schedule I-6, we did not intend that phrase to refer to
cost of service, the meaning apparently ascribed to this phrase by
IU. Rather, our intent was to refer to the fact that the new
interruptible schedule, as proposed by DRA, would be based on
marginal cost principles. We believe that our recitation of the
parties’ positions and discussion of interruptible rates in
D.87-12-066 read in their entirety at pages 327 through 338 make
this distinction clear. We do not believe, therefore, that any
medification of this lanquage is required.

In its petition the Farm Bureau has requested
modifications with respect to certain features of the rate desmgn
adopted in D.87-12~066 for the agricultural class.

The Farm Bureau asserts that Special Conditions 4 and 5

of Schedule PA-2 which refer to contract demands and minimunx demapd‘

charges create a “de facto ratchet” on'demand charges. The Farm
Bureau believes that ‘this result contravenes the Commission’s
decision ln D. 87-12-066 not to use ratchets in determznxng demand
charges. :

The language of Special Conditions 4 and 5 of Schedule
PA-2 questioned by the Farm Bureau in its petition has been in
effect for a number of years, but was never an issue in this
proceeding. Since our review of that langquage reveals that these
provisions could have a result similar to a ratchet, we wish to

address this issue. We are reluctant to make any changes to these

conditions absent all parties having the opportunity to be heard.
Accordingly, we will schedule two days of hearings for June 13 -
and 14, 1988, in San Francisco, California.

The Farm Bureau asks-that Edison’s Schedule PA-2 include; 
a rate limiter for wind machine maintenance. According to the Farm

Bureau, the need to test wind machines rqr‘winter frost in the
summer months requires a short time period of sexvice for which a
high price would be paid. The Farm Bureau further asserts that
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such a change would be consistent with the rate design adopted for
PG&E in D.87=04=012 (at p. 7), would provide the time needed for
maintenance and repair, and would not send an improper price signal
to the customer.

It is our intention t¢ achieve reasonable c¢consistency in
the agricultural rate designs for PG&E and Edison. Often
neighboring farmers in differing service territories find
themselves receiving serxrvice under dissimilar terms. We believe
that the change requested by the Farm Bureau could be a reasonable
solution te a specific problem and would provide greater
consistency between the rate structures of Edison and PG&E.

Again, we do not have the record in this proceeding to
determine the form or level at which the rate limiter should be
set. Therefore, the Farm Bureau, DRA and Edison should prepare a
list of issues with respect to this rate limiter, annotated to show
areas of agreement and disagreement. We will consider this list at
our June hearing. Hopefully areas of disagreement will be resolved
prior to then, and we will have a stipulated agreement that we and
other parties can review.

Finally, like the Califormia Citrus Mutual, the Farm
Bureau takes exception to the adopted distinction in the
agricultural schedules between demand above and below 35 XW. In
our original order, our goal was to provide rate design options to
agricultural customers consistent with the needs and usage
characteristics of those customers and the statutory mandate of
Public Utilities Code Section 744. We found in D.87-12-066 at page3
362 that the Division of Ratepaye;”Adwocatesf-(DRA) proposal met
and exceeded these statutory and policy goals.. Although upon
review we are reassured that tﬁe\present"statezoz the record in
this proceeding fully supports. our‘adoptibn in D.87-12-066 of the :
distinction in demand levels between the PA—l ‘and PA~2 schedules as.
proposed by DRA, we are spec;fzcally‘consxderxng possxble B
modifications in this area in the series o: workshops we are
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holding with Edison and its Agricultural customers. If
modifications can be proposed in the workshops that are consistent
with these goals and improve the overall rate design we will
consider them during the two days of hearing.

In addition to items mentioned above, the hearing will
also serve to receive testimony on the need for and level of
revenue required for Edison to provide demand meters under the PA=2
schedule. In its petition for modification, Edison has recquested
interruptible contractual agreements. Edison states that these
agreements are dependent on eligibility for TOU-8 service. Edison
suggests that provision be made for these customers to remain on
the interruptible rate schedule and the TOU-8 schedule for a period
not to exceed five years from January 1, 1988. ’

While neither of these issues related to TOU-8
eligibility were presented during hearings in the general rate
case, both appear to demand our immediate attention. As Edison has
correctly noted, it is our intent to place custbme;s.on the most -
appropriate service schedule. For this reason, both of Edison’s:
proposals should therefore be considered at the June hearing. Anyf;
response to these proposals can be made at that time. o

In addition to these changes sought by Edison, Edison’s -
first and second petitions for medifications addressed several o
other rate design changes related to D.87-12-066. These additional
recquested modifications are required to achieve consistency between' -
the findings and the text of D.87-12-066 and between the rate |
schedules appended to-D.37f12-066 and the decision itself. The
following modifications recquested by Edison will, therefore, be
made to achieve this consistency:

. 1. In its second petition for modification, Edison
seeks to change three of the time-of-use
agricultural schedules (TOU~-ALMP-1l, TOU=-ALMP=-2,
and TOU-PA~1l) to ensure the proper merging of
the winter on-peak period and winter mid-peak
reriod, instead of the winter on-peak with the
off-peak as currently provided. This
modification will be approved to achieve
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3.

consistency with the Commission’s decision at

pages 243 and 245 of D.87-12-066 to merge the

winter on-peak and mid-peak costing periods in
time-of-use schedules.

For consistency with the discussion at page 324
of D.87-12-066, it is necessary to modify
Finding 373 to reflect that the interruptible
credits under the TOU~8 schedule are to be
allocated on an EPMC basis and not on an

incurrence basis as that finding currently
reads.

For consistency with the discussion at page 324
of D.87=12-066, Finding 374 should be modified
to reflect that by allocating the interruptible
¢credit on an EPMC basic, the TOU-8 voltage rate
relationships are maintained and there is no .
need to align the primary and subtransmission
voltage energy rates to be equal as required by
current Finding 374.

4. Edison has identified six technical or

typographical errors in certain of -the rate

- “schedules contained. in Rate Appendix I of"

D.87-~12-066. TO correct these errors the
following medifications should be made: (a) _
Page 9 of TOU-8 Average Summer Rate Limiter and
On-Peak Rate Limiter should read “excluding...
surcharges, customer charges or minimum demand
charges” and include the language ”applies to
firm service customers only” consistent with
page 352 of D.87«12-066.  (b) Page 18, Adopted
Standby Rates, Special Condition No. 6, On=-peak
Rate Limiter, should be modified to read
53.733, 66.199, 67.480 ¢/kWh. (¢) Page 23,
Adopted Agricultural Rates, Schedule TOU-ALMP-1
summer off-peak rate should be modified to read
$0.06008. (d) Page 24, Adopted Agricultural
Rates, Schedule TOU=-PA=4 (greater than 35 kW)
summer on-peak rate should be modified to read
$0.10936. (e) Page 24, Adopted Agricultural
Rates, Schedule TOU-PA~-SOP summer on-peak,
summer mid-peak, and winter mid-peak rates
should be modified to read $0.08544, $0.06201,
and $0.06379, respectively. . (£) The language
of page 25, Adopted Schedule PA-2, Off-Peak
Credit Special Condition which reads “non-
coincident demand...should be reduced by an
off-peak credit” should be modified to read
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rmaxinum demand...should be reduced by an off-
peak credit”.

Finally, Edison notes that the voltage
discounts adopted for Small and Medium Power
Rates Schedule GS=-2 were calculated based on a
time-related summer demand charxge of $5.70 and
a non-time=related demand charge of $2.60.
Because the actual adopted summer demand charge
was $8.30/kW, the percentages of the demand
charges upon which the voltage discounts are
based should be reduced to 2.1 percent for
sexvice delivered and metered at voltages from .
2KV to 50 KV and 4.9 percent for service
delivered and metered at veoltages over 50 KV.
This change would account for the difference
between an $8.30/kW summer demand charge
applicable to the voltage discount versus a
$5.70/kW time related demand charge applicable
to the voltage discount.

Pindi £ Pact . . _ .
1. The purpose of this decision is to resolve petitions for
- modification of D.87-12-066 which seek changes in that order
related to marginal cost, revenue allocation, and rate desxgn.

2. In addition to the changes requested by the petitions,
the Commission must also consider .changes necessary to resolve the
conflict between D.87-12-066 and D.87-05-060 issued in A.82-04-044,
et al., the generic standard offer proceeding relating to the
costing periods to be used for qualifying facilities.

3. The only petition which will not: be considered in this
decision is that filed by Luz Engineering due to continuing efforts
by Edison and Luz to resolve the issue of the appropriate manner in
which to calculate avoided capacity cost bonus payments to
qualifying facilities.

4. It is reasonable for Edison and Luz to contxnue thelr
efforts to find an equitable solution to the issue raised by Luz
and for Edison to report on those efforts or respond to Luz’s
petition no later than April 15, 1988.
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5. A letter written by the California Citrus Mutual raised
concerns regarding the consistency of Special Condition 5 of
Edison’s Schedule PA-1 with D.87-12-066 and the basis for the
distinction in demand levels between Edison’s PA-1 and PA=-2
schedules.

6. 2 review of D.87-12-066 shows that the relief requested
by the Citrus Growers Cooperative in this proceeding with regard to
consistency has been properly incorporated in the language of
Special Condition S.

7. The question of modificatlons,to the dlstlnctlon in
demand levels between the PA-1 and PA-2 schedules originally
proposed by DRA is more properly considered in the workshops
ordered in D.87=-12=-066. )

8. Any organization or individual who wishes to‘provide _
input on any ”fine tuning” needed to the agricultural rate design
adopted for Edison in D.87-12- 066 is encouraged to»partzcxpate Ln
the workshops. . ,

9. The cOmm1551on's adoption of DRA’s methodology ror
determining the incremental energy rate (IER) used in. the
calculation of avoided energy costs was fully supported by'the
record in this proceeding as articulated by the Commission at
pages'206 through 209 of D.87-12-066 and requiresfnolmodizication.'

10. Neither the record in this proceeding nor findings
similar to those related to the updating ot,the IER,used in
developing QF prices supports the revision, in Edison’s 1988 ECAC, .
of the marginal cost structure adopted for Edison in D.87-12-066.

1l. Issues related to marginal energy costs will be .
considered for inclusion in Edison’s 1989 and subsequent ECACs as
appropriate. | -

12. The presence of a large rate lncrease request by Edison
in its current ECAC is alone not a sufficient reason to relitigate
marginal cost structure in that proceeding eSpecially when the
issue has been so recently examined in this proceeding and the-
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level of Edison’s ECAC redquest will undoubtedly be closely
scrutinized in upcoming hearings.

13. A conflict exists between D.87-12-066 and D.87=05-060 in
A.82-04-044, et al., the generic standard offer proceeding, related
to costing periods for cqualifying facilities.

14. While the Commission found in D.87-12~-066 that Edison was
not required to adopt a super-ort-peak period for qualifying
facilities at this time, the Commission had in fact already
approved a fourth costing period (super-off=-peak) in conjunction
with QF payments in A.82-04-044, et al. (D.87-05-=060.)

15. By D.88-03-026 in A.82=-04=-044, et al., Edison has now
been directed to file costing periods consistent with D.87-05~060
by April 8, 1988.

16. Based on D.87-05-060, it is clear that the Commissien’s
statement in D.87~12-066 failing to include a fourth cost;ng period -
for qualifying facilities was in error and requires modification
- consistent with D.87-05-060. '

17. CLECA/CSPG and IU have cited conflicts within D. av-mz-oss; B
as to the extent to which revenue allocation will be an issue in
Edison’s 1988 ECAC proceeding.

18. Due to the Commission’s commitment to achieve an EPMC
revenue allocation for Edison ”as soon as possible,” it is
reasanable'to-consider‘the issue of revenue allocation, %o a
limited degree, in the ECAC proceedings preceding Edison’s next
general rate case. ‘

19. It is reasonable to require the parties to Edison’s 1988

ECAC to limit their showings on revenue allocation to 1llustratlonsfe'

of an SAPC and/or phased—in EPMC revenue allocation or comment on
Edison’s proposals without a re-examination of the revenue
allocation policies adopted in D.87-12-066.

20. It is reasonable to-modlfy P;ndxng 302 and Conclusion 132
of D.87-12-066 consistent with the preceding findings. :
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21. No policy similar to the Commission’s effort to move
toward an EPMC revenue allocation for Edison requires the
relitigation of marginal cost and rate design in intervening ECAC
and offset proceedings.'

22. In keeping with the intent of D.87-12~066, offset
proceedings and Edison’s 1988 ECAC will not be forums for
relitigation of the marginal cost structure and rate design adopted
in D.87-12-066, except that marginal customer costs will be
considered for inclusion in Edison’s 1989 and 1990 ECACs.

23. Consistent with the text (p. 262), !indiqgs (Findings 297
and 298), and adopted revenue allocation (p. 272) in D.87-12-066,
it is reasonable to'modiry‘Conclusién.129 to‘clarify that the 5%
cap on the EPMC revenue allocation adopted in D.87-12-066 was to be
applied to increases over present rate revenues and not over the ‘
system average percentage change. |

24. . The recitation in D.87-12-066 of IU’s position in this
proceedlng is an accurate statement of‘that positlon and requlres
no modification. ‘

25. The COmm.Lss:.on's statement at page 321 o:c D. 87—12-—066
regarding the impropriety of limiting demand charges to a certain
percentage of their EPMC level is a statement of current CommisSion‘
policy and, as such, does not limit the“prop09als.o£ parties in
future proceedings, but rather notices thosé*parties of the
Commission’s current approach to the issue.

26. The phrase #cost-based” as used by the Commission in
relation to the new I-6 schedule refers not to the schedule being
based on cost of service, but rather on marginal cost principles.

27. The meaning ascribed to "cost-based” above is clear rram
that portion of D.87~12-066 at pages 327 through 338 when read in .
its entirety and as such that language requires-no nodification.

28. It may be appropriate to modify the language of Speclal"‘
Conditions 4 and 5 of agricultural Schedule PA=2 questloned by the'A
Farm Bureau as creating a 7de facto” ratchet on demand charges, but
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that language was never an issue in this proceeding. Farm Bureau
can pursue its recquested changes to Special Conditions 4 and S of
the PA~2 schedule at the current agricultural workshops or at the
hearing on June 13 and 14, 1988.

29. It may be appropriate to adopt 2 rate limiter for wind
machine maintenance under Edison’s PA=-2 schedule prior to Edison’s
next general rate case in order to provide consistency between the
agricultural rate designs adopted for PG&4E and Edison and, if
properly set, to provide the time needed for maintenance and repair
at an appropriate rate level.

30. Because of the absence of any record in this proceeding
to determine the form or level at which a rate limiter for wind .
machine maintenance should be set, it is necessary to go to hearing
to receive testimony on this issue.

3. Ed;son may incur an expense in provxding demand meters
for those customers who transfer to the PA-2 schedule.

32. Because of the absence of any record in this proceeding
to determine the amount of revenue recquired to provide the demand
meters referenced in the above finding, it is necessary to include
the issue of the runding level required to provide those meters in )
the hearing to be scheduled for June 13 and 14, 1988. ‘

33. The following issues regarding TOU-8 eligibility require
the Commission’s immediate attention:” (1) the need to reduce, ona.
one-time basis, the number of demands below 500 kW within a 12-
month peried required for a customer to be removed from the TOU-8

schedule and the number of those reduced demands and (2) the-lengthf_‘

of TOU-8 eligibility to be provided to those customers with S-year '
interruptible contractual agreements, but demands below 500 kW. |
34. Because no record currently exists in this proceeding to W
resolve the issues listed in the preceding findlng, it 1s.necessaryf‘
to include these issues during the June hearing to ensure Edison
service to customers under the most appropriate rate schedules.
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35. It is reasonable to suspend implementation ¢of the
nandatory assignment provisions of schedules PA=-1l and PA=-2 until
further notice.

36. In orxrder to ensure consistency between the findings and
the text of D.87-12=-066 and between the rate schedules appended to
D.87-12-066 and the decision itself, it is necessary to modify the
decision and rate appendices as requested by Edison and as
explicitly listed in the text of this decision.
conclusions of Law _

1. Consideration of the petition for modification of
D.87=-12-066 filed by Luz should be deferred until after April 15,
1988, on which date Edison should file either a report on the
efforts of the parties to reach a solution to the issues raised by
Luz or, in the absence of an agreement, a response by Edison to
Luz’s petition.

2. Organizations or indzvmduals seeking to. #fine tune” or
better understand the agricultural rate design. adopted for Edison
in D.87-12-066 should attend the workshops scheduled for that

purpose in March and April, 1988, in,Edlson's service territory. L

3. The text of D.87-12-066 at page\245fshduld be modified to i
require Edison to develop a fourth costing pe:lod (super-off-peak)
for cqualifying facilities consistent with D.87-05-060 in
A.82=04=044, et al.

4. To achieve consistency with the text and intent of .
D.87-12-066, Finding 302 and Conclusion 132 of that decision should
be modified to permit parties to present testimony on revenue
allocation in Edison’s 1988 ECAC proceeding limited to
illustrations of an SAPC and/or phased-in EPMC revenue allocation
‘or comment on Edison’s proposals in that proceeding. ‘

5. Edison’s intervening ECAC and offset proceedings prior to -
its next general rate case should not serve as forums for the '
relitigation of the marginal cost structure, rate desigm, or
revenue allocation policies adopted in D.87-12-066.
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6. Conclusion 129 of D.87-12-066 should be modified
consistent with the text, findings, and adopted revenue allocation
in that decision to provide that the 5% cap on the adopted EPMC
revenue allocation was to be applied to increases.over present rate
revenues.

‘ 7. The following rate design issues should receive immediate
Commission attention prior to Edison’s next general rate case:
(1) modification of Special Conditions 4 and 5 of Schedule PA-2
that might create a “de-facto” ratchet on demand charges:; (2) the
form and level at which a rate limiter for wind machine maintenance
should be set under PA-2; (3) possible removal of the mandatory
provision, based on capacity, for assignment to Edison’s _
agricultural schedules, PA-l or PA-2; (4) the revenue required for
Edison to provide demand meters to its customers who transfer to E
the PA-2 schedule; (5) the need to reduce, on a one-time basis, the -
number of demands below 500 kW within a 12-month period required
for a customer to be removed from the TOU-8 schedule and the number -
‘'of those reduced demands; and. (6) the length or TOU~8 el;glb&llty
to be provided to those customers with 5=-year interruptible
contractual agreements, but demands below 500 XW.

8. In the absence of a record in this proceeding to-address
the above issues, a hearing should be held on June 13 and 4, 1983,\
in San Francisco, California, to consider those issues.

9. The implementation of,the,mandatory reassignment of
Edison’s agricultural customers to PA-l or PA-2 on the basis of
capacity should be suspended.- |

10. In order to ensure consistency between the £Lndxngs-and
the text of D.87-12-077 and between the rate schedules appended to
D.87-12-066 and the decision itself, the modifications to
D.8§7-12-066 and appendix I, requested by Edison and reviewed and
approved in the text of this decision, should be adopted.
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S

QRDER

IT IS ORDERED that:
1. Decision 87-12=066 shall be modified as follows:

2. Lines 23 through 27 of page 245 shall be
deleted and shall be replaced by the
following language: ”“Consistent with
D.87-05=~060 in A.82-04-044, et al., the
generic standard offer proceeding, we also
direct Edison to develop a fourth costing.
period (super-off-peak) for qualifying
facilities. 1In developing this costing
period, Edison should follow the dictates
of the relevant orders issued in
A.82=04~044, et al.”

Finding 302 shall be deleted and shall be
replaced by the following: ~302. For rate
changes occurring between this rate case.
and Edison’s 1989 ECAC, it is reasocrable to
consider the issue of revenue allocation
‘limited to illustrations of an SAPC
methedology and-the phased-in EPMC
methodology with Edison filing proposals
using both methods and indicatlng the

utll ty’s prererred approach.

Finding 302a shall be added as follows-
#302a. To ensure the continued move toward
an EPMC revenue allocation for Edisen, it
is reasonable to identify in Edisen’s 1989
and 1990 ECAC proceedings the revenue
allocation to be applied to intervening
offset filings made after each of these
proceedings.”

Finding 373 shall be deleted and shall ke
replaced by the following' #373. In
developing TOU~8 rates, it is reascnable to
allocate the interruptible credits on an
EPMC, rather than an incurrence, basis.”

Finding 374 shall be deleted and shall be
replaced by the following: #374. °
Allocating the interruptible credits on an
EPMC basis preserves the appropriate
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relationships between the rates for TOU-§
secondary, TOU=-§ primary, and TOU-3
subtransmission.”

Conclusion 129 shall be deleted and shall
be replaced by the following: ~129. A
revenue allocation based on an Equal
Percent of Marginal Cost (EPMC) approach
should be adopted based on moving 1/3 of
the way to EPMC in the test year 1988, with
a cap for all customer and rate groups of
5% on increases over present rate
revenues.”

conclusion 132 shall be deleted and shall
be replaced by the following: #~132. For
rate changes occurring between this rate
case and Edison’s 1989 ECAC, the issue of
revenue allocation should be considered
limited to illustrations of an SAPC
'methodology and the phased-in EPMC
methodology with Edison filing proposals
us;ng both methods and lndzcatzng the
utility’s preferred approach.”

Conclusion 132a shall be added as

follows: “132a.. The Commission should
determine’ in Edison’s 1989 and 1990 ECAC
proceedings the revenue alleocation to be
applied to intervening offset f;llngs nmade
after each of those proceedings.

2. Appendzx_I‘or-Decision 87-12-056,shall be modified as
follows: ‘ ‘

a. Page 6, Small and Medium Power Rates
Schedules GS=-2, Special Condition No. 8,
Voltage Dlscount, the veltage discounts
applicable to summer demand charges shall
be modified to read (1) 2.1 percent for
service delivered and metered at voltages
from 2 KV to 50 XV and (2) 4.9 percent for
service delivered and metered at voltages
over 50 KV.

Page 9, TOU-8 Average Summer Rate Limiter
and On-Peak Rate Limiter shall be modified
to read "excludmng...surcharges, customer .
charges or minimum demand charges” (instead
of ”...surcharges or facilltles chaxges”)
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and shall also include the provision
“applies to firm service customers only”.

Page 18, Standby Rates, Special Condition
No. 6, On-Peak Rate Limiter shall he
modlfled to provide 53.733, 66.199, 67.480
¢/kWh, instead of 52.051, 64.127, 65.367
c/kWh.

Page 23, Agricultural Rates, Schedule
TOU-ALMP-1 summer off-peak rate shall be
modified to read $0.06008, instead of
$0.59972.

Page 23, Agricultural Rates, Schedules
TOU-ALMP-1, TOU-ALMP-2, and TOU-PA-1 shall

. be modified to provide for the merging of
winter on-peak and mid-peak rates and to
provide for the following winter mid-
peakand off-peak rates in $/kWh: 8&.619
nid-peak and 5.630 off-peak for TOU=-PA-l;
8.479 mid-peak and 6.233 off-peak for
TOU-AILMP-1l; and 18.963 mid-peak and 6.622
off-peak for TOU-ALMP-2. These schedules
shall also be modified to provide as
follows: “Time Periods are revised by,
adding Mid=Peak hours of 5:00 p.m. to 9:00
P-R., winter weekdays, except holidays, to
Schedule Nos. TOU-ALMP-) and TOU-ALMP-2,
and 8:00 a.m. to 9:00 p.m., winter
weekdays, except holidays to~Schedule No-.
TOU-PA-1."

Pages 24, Agricultural Rates, Schedule
TOU~PA-4 (greater than 35 kW) summer on-
peak rate shall be modified to read
$0.10936, instead of $0.11936."

Page 24, Agricultural Rates, Schedule
TOU-PA-SOP summer on-peak rate shall be
nodified to read $0.08544, summer mid-peak
rate shall be modified to read $0.06201,
and winter nid-peak rate shall be modified
to read $0.06379, instead of $0.08219,
$0.05969, and $0. 06140, respectlvely.

Page 25, Schedule RA—Z, Ott—Peak Credxt
Special Condition shall be modified to read
#paximum demand...should be reduced by an
off—peak credit” instead of ”non—comnc;dent
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demand...should be reduced by an off-peak
credit.”

3. Within 20 days of the effective date of this order,
Southexrn California Edison Company (Edison) shall file, by advice
letter, revised tariff sheets reflecting the modifications of
D.87-12-066 and Appendix I of that decision adopted in this orxdex.

4. Consideration of the petition for modification of
D.87-12-066 filed by Luz Engineering (Luz) shall be deferred until
after April 15, 1988, on which date Edison shall file either a
report on the efforts of the parties to reach a solution to the
issues raised by Luz in its petition or, in the absence of an
agreement, a response by Edison to Luz’s petition. '

5. Edison’s intervening ECAC and offset proceedings
occurring prior to its next general rate case shall not serve as
forums for the relitigation of the marginal cost structure, rate
design, or revenue allocation policies adopted in D.87-12-066.

6. A hearlng shall be held at 10:00 a.m., on<Monday, June 13
and Tuesday, June 14, 1988, in the Commission COurtroom, in San
Francisce, California, for the purposes of receivzng testimony
limited to the following issues: (1) modification of Special
Conditions 4 and 5 of Schedule PA-2 that might create a “de-facto”
ratchet on demand charges; (2) the form and ievel‘at which 2 rate
limiter for wind machine maintenance should be set under Edison’s
agricultural schedule, PA-2; (3) poSsibIé removal of the mandatory
provision, based on capacity, ror”assignment‘to Edison’s
agricultural schedules, PA-1 or PA-2; (4) the revenue required for
Edison to provide demand meters to its customers who will transfer .
to the PA~2 schedule; (5) the need to reduce, on a one-time basis,
the number of demands below 500  XW within a 12-month period
required for a customer to be removedxfrom'the‘TQU¥8 schedule and
the number of those reduced demands; and (6) the length of TOU-8
eligibility to be provided to those customers with 5-year
interruptible qontractual‘agreements,Ibut demands below 500 kW.
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Prepared testimony shall be served on parties to this proceeding at
least ten days in advance of hearing.

7. Edison shall file, within 20 'days of the effective date
of this order, changes to tariffs PA-1l and PA-2, suspending the

mandatory reassignment of Edison’s agricultural customers on the
basis of on capacity.

8. Except as otherwise granted in this order, the petitions
for modification are denied.

This order is effective today.
Dated April 13, 1988, at San Francisco, California.

STANLEY W. HULETT
President
FREDERICK R. DUDA
G. MITCHELL WILX
JOKN B. OHANIAN
Conmissioners

cOmmissioner Donald Vial,
" being necessarily absent, did
not part1c1pate.
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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE " J XA

In the Matter of the Application of
Southern California Edison Company
for authority to increase rates

charged by it for electric service.

Application 86-12-047
(Filed December 26, 1986)

(Electric) (U 338 E)

Order Instituting Investigation into
the rates, charges, and practices of
the Southern California Edison
Company.

1.87-01-017
(Filed January 14, 1987)

)
)
)
)
)
)
)
)
)
)
)
)
)

(See Decision 87-12-06¢/ for appearances.)

Order Hodizying Decxsion 87-12—066-

» the Commission issued Decision

(D.) 87-12-066 in this proc -dmng. Among other thzngs, the oxder
authorized Edison to file new electric rates effective January‘lr
1988. These rates were baked on the revenue requirement, marginal )
cost, revenue allocation,/and rate design adopted in the decisiéri.

Since the issuAnce of D.87-12-066, several petitions for -
modification of that order. have been filed. In this decision, the |
Commission will review/and consider those petitions which addressedl

the portions of D.87- 2-066 related to-marglnal cost, revenue
allecation, and rate des:.gn.-
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The petitioners include Southern California Edison
Company (Edison), the California Large Energy Consumers Associarion
and the California Steel Producers Group (CLECA/CSPG), the
Industrial Users (IU), the California Farm Bureau Federatio,

Bureau), Toward Utility Rate Normalization (TURN), and L
Engineering (Luz). Edison, whose requested modificatiops were
contained in two petitions, also filed responses to petitions
of CLECA/CSPG, IU, and Luz.

In addition to our consideration of the ghanges requested
by the petitions, the Commission, by this decisioh, also intends to.
resolve an inconsistency between D.87-12-066 and D.87-05-060 issued.
in Application (A.) 82-04-044, et al., the geperic standard offer
proceeding. The conflict between those ordefs relates to the
costing periods to be used for qualifying facilities.

‘The petitions are discussed beldw within the general
categories of marginal cost, revenue al ocation, and rate design.
This discussion will not, however, inglude a review of the petition’
filed by.Luz. Luz, who was not a party to this proceeding, seeks
clarification that Ed;son was not 2uthorized in D.87-12-066 to |
modify its method of calculating Avoided capacity cost bonus
payments to qualifying facilities. According to Luz, Edison
believes that this modificatioh is required as a result of changes ‘
in the costing periods adop d in D. 87-12-066.

In its response ¥o Luz’s petitzon,,Edison-states that it
is working-with Luz to re¢Solve this issue. Edison therefore asks
that it be given to~Apr 1 15, 1988, to report the results of its
efforts to. the chmxs ion or to respond to Luz’s petition zor
modification absent An agreement between the parties.

We encouyage Edison’s efforts to find an equitable
solution to the iSsue raised by Luz.  We thererore grant Edison’s
request to repoxt on its efforts by April 15 and defer any action
on Luz’s petition until after that time.
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Finally, we note that the California Citrus
written a letter expressing concern with respect to/changes in
Edison’s agricultural Schedules PA-~l and PA-2 adopted in
D.87-12-066. Specifically, the California Citruyf Mutual questions
the consistency of Special Condition 5 of PA-2/with the discussion
of D.87-12-066. The California Citrus Mutual/also asks that the
difference in demand levels between the PA=-Y (less than 35 kW) and
PA-2 (above 35 kW) schedules be eliminated. |

We have reviewed both the decigion and the accdmpanying
tariffs and find that Special Conditiocr/5 of the PA~1 scﬁedule was
altered consistent with the request by the Citrus Growers
Cooperative and the lancquage ¢of D.87/F12-066 at page 355.3
Specifically, the Citrus Growers co-peratlve, the only party making
such a recquest at the time of heayYings in this proceedlng, asked
that the off-peak credit provisifdn of Schedule PA-1 (Speczal
Condition No.5) be reworded to allow disconnecting of-lodd during

summey months only. The follg ing language was adopted ror Special

Condition No. 5 in response © this request:

~The monthly servife charge will be reduced by
an off-peak credit of $0.50 per horsepower of |
connected load./ Customers must agree to permit
the Company to /install, at customer expense, an
automatic uti ty-controlled load disconnecting
device desig d SQ;RI£_§n§_£h£_§EIXLQQ_IIQm |

Relne enerdgl? AX 09 D ANNE QN=RCAN &
. s o " (au-hasxs added.) |
Comparable /language was added to Schedule PA-Z?(Special‘ _
Condition 10). We find that this-lgnguage provides for the relief

requested by the Cjtrus Growers Cooperative and describe# by the =
california Citrus/Mutual. |
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encourage this organization to participate in the wor ‘

held by Edison and DRA at the current time. The express purpose of
these workshops, ordered in D.87-12-066 at page 364,/is to provide
a forum in which the reasoning behind the adopted Agricultural rate
design can be explained and comments from ratepayers in this class
can be solicited on possible ways to ”“fine tung” these schedules.
We believe that the California Citrus Mutual’s comments in this ‘
forum would be most valuable. We note that/the workshops have been -
scheduled for Marxch 31, April 7, April 27/ and April 28 in
Lancaster, Visalia, Hemet, and.Ventura.

Maxginal Cost

marginal and avoided energy costs s~ Edison and TURN. Edison -
asserts that the Commission’s adoftion of DRA’s 7QF In/QF out”
methodology for determining the'incremental energy rate (IER) used
in the calculation of avoided fnergy costs is not. -supported by
~substantial evidence.” At the outset, we note that such a ”legal”
assertion would have been mbore. appropriately raised by Edison'in a
petition for rehearing. XIn any event, however, we find that
Edison’s position is without merit. ‘

The reasons gupporting the adoption of DRA’S-methodology
and ultimately the IER of 9,775 Btu/kWh are explicitly recited at’
pages 206 through 209 of D. 87-12-066 and need. not be repeated here.
We note, however, at these reasons included the basic fact that
ne party, other than DRA, had presented IER results for the
calculation of Yoth marginal and avoided energy costs upon which

Two parties challenged fi ings. in D.87-12-066ire1ated toe -
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this Commission could rely. We remind Edison that, if dissatisfied
with the adopted IER, it will have a full opportunity tg/litigate
that number in the upcoming hearings in its current Enfrgy Cost
Adjustment Clause (ECAC) proceeding, Application (A.Y 88-02-016.
TURN’s petition requests the updating of fmarginal energy
costs between general rate cases. In D.87-12-06¢, we found that
the complete relitigation in intervening ECAC
marginal cost structure and levels adopted in/the generdl rate case
was inappropriate. It does seem reasonable,/however, to consider
marginal energy costs in ECAC proceedings,/because energy ¢osts are
based on fuel costs, which the ECAC proce¢edings are desxgned to
quantify.
We appreciate the arguments
require a recalculation of marginal nexqgy costs prior to the 1989 .
ECAC. The main reason is our concgrn that there is just not. enoughQ‘

time in Edison’s current 1988 Ecx to litigate the issues that are |

likely to arise. Since we are ‘ready melementlng new QF energy .
payment requirements in the cyfrent ECAC, we wish to limit wherever '
possible the scope of other issues to be addressed. We do not

expect marginal energy costgé to change significantly in the next

year, and if they do, we ¢an take appropriate action.. wb also hopeﬂ‘

to have, for 1989, a mor¢ realistic plan in place to-process ECAC

rate changes. With the/necessary tine available we can attend to
this issue.
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Finally, although raised by no party to thig proceeding,
the Commission wishes to take notice of a conflict bétween
D.87-12-066 and D.87-05-060 in A.82-04-044, et al./ the generie
standaxd offer proceeding. In D.87-12-066 at page 245, we stated
as follows: “We concur with Edison...that the srecord does not
support the addition of a super=-off-peak per for OFs on Edison’s
system at this time.” Despite this statemert, prior to the
issuance of D.87-12-066, the Commission had in fact approved a
fourth costing period (super off-peak) iy conjunction with QF
payments. Specifically, in D.87-05-060/in A.82-04=044, et al.,
Edison had been directed to develop a/super off-peak period for
qualifying facilities based on the e principles adoptéd for
Pacific Gas and Electric Compiny (pGandE) in D.86-12-091. By D.8s8-
03-026 in A.82-04-044, et al., Edison has now been dzrected to file
its proposed costing periods by ‘

April 8, 1988.

Based on D.87-05-06f, it is clear that our statement in
D.87=-12-066 was in error. ' regret our lack of coordinétion with

decisions in other proceedings, but also wish to reglster ouxr
additional disappointment/in Edison taking a position in this
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proceeding in direct conflict with a Commission order which Aas
already in effect. D.87-12~066 will therefore be modified to
reflect the adoption of a fourth costing period for quajXifying
facilities.
Revenue Allocation

In the petitions filed by both CLECA/CSEG and iU, the
parties ask the Commission to clarify the extent/to which revenue
allocation will be an issue in Edison’s 1988 EQAC proceeding
(A.88-02-016). According to CLECA/CSPG, becapdse of conflicts
between the text and the findings and cenclysSions in.D.87-12-066,
the extent to which the Commission intende this issue to be heard
in Edison’s 1988 ECAC is not clear. '

Specifically, CLECA/CSPG quotés D.87-12-066 at ‘page 264
as stating that ”[f)or rate changes o currlng between this rate
case and Edison‘’s 1989 ECAC, the ra - schedule changes should
consider both the system averoge_p centage change [SAPC] ‘
methodology and the phased-in'E [Equal Pexrcent of Maréinal Cost]
methodology.” CLECA/CSPG also pbtes that in the text, Edison was
further directed “to file prop sals using both methods and
indicating the utillty's preferred approach.” - (Id.) §

In contrast, CLE -CSPG states that Finding 302 and .
Conclusion 132 of D.87=-12-p66 provide that revenue changes between
the general rate case and Edison’s 1989 ECAC be allocated on the
basis of SAPC in order ¥o maintain the rate relatlonshlps adopted
in this proceeding. CA/CSPG believes that to rely solely on
SAPC for revenue allotation prmor to the 1989 ECAc'ms in<
contravention of th¢ Commission’s stated policy to move toward a
full EPMC revenue llooatxon for Edison. CLECA/CSPG therezore asks
that this finding and conclusion be modified to provide £or
consideration of an EPMC revenue allocation in Edison’s 1988 ECAC

r Edison proceeding involving a’ s;gnlfxcant revenue

change prior /to the next general rate case. |
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IU similarly notes the inconsistencies between the/;ext
and findings of D.87«12-066 with respect to revenue allocaé&on
prior to Edison’s 1989 ECAC. IU cites, however, Orderi?g(Paragraph
41 which, unlike the finding and conclusion, is consistent with the
text of D.87-12-066 and directs Edison to propose riyé'schedules
showing changes by both EPMC and SAPC in proceeding 1nvolv1ng rate
changes prior to Edison’s 1989 ECAC.

IU, like CLECA/CSPG, believes that use/of the EPMC
methodology for revenue changes is imperative for the Commission to
meet its ultimate goal of a full EPMC revenu allocation;for Edison
”7as soon as possible.” (D.87-12-066, at p./262.) In a supplement
to its petition for modification, IU fu r asserts that the
exhibits filed by Edison in its current FCAC (A.87-12-01é) make
clear the importance of applying some f£orm of EPMC revenue '
allocation in that proceeding. 1IU states that Edison’sréhowing
demonstrates that application of the/SAPC revenue allocaéion moves
rate relationships away from EPMC./ IU therefore asks th&t the
application of some form of capp EPMC method be considered for
revenue allocation in Edison’s Y988 ECAC proceeding.

In response to the btitions of both CLECA/CSPG and IU,
Edison asserts that the petiyions should be denied. Con;rary to
the position of these partiés, it is Edison’s opinion that there .
are no inconsistencies in D.87-12-066. Edison interpreté the order
as requiring a revenue aflocation based on SAPC in Edison’s 1988
ECAC, but with Edison-' oviding an example of phased-in EPMC rate
levels for purposes of comparison only.

Edison states that it is concerned that lltxgatlon in the’ '

1988 ECAC of inters/class revenue allocation, which has just been
addressed in the fgate case, would likely delay an ECAC forecast -
decision. Edisgh asserts that such a delay beyond the June 1, 1988
revision date J}ould adversely affect Edison.

While it is always our hope to provide only the clearest

directives #n our orders, we agree with CLECA/CSPG and IU that thatf_'
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goal was not achieved with respect to the revenue allocation to be
undextaken in Edison’s 1988 ECAC. Ouxr intent in D.87=12-066 was in
fact to require Edison to file proposals using both SAPC and
phased~in EPMC methodology in its ECAC indicating i¥s preferred
approach. (D.87-12-066, at p. 264.) It was not

rrejudge that showing, however, by prescribing that only an SAPC
methodology would be adopted. For this reason/ Finding 302 and
Conclusion 132 require nmodification.

In making these modifications, we/wish, however, to
restate our intention not to overburden Edison’s ECAC immediately
following the generxal rate case. In thig light, Edison is alse
correct in stating that in D.87-12-066 Ae sought to limit
consideration of revenue allocation Edison’s 1988 ECAC to
receiving and comparing illustrations of the twe types of fevenue.
allocation methodologies. We shaxf Edison’s concern that the full

relitigation of revenue allocatioh issues in its current ECAC could v
delay a forecast decision and uphecessarily require examination or‘j_‘_wp
issues which bave only recently been litigated in Edison’s general '

rate case.

Under these cir tances, parties to Edison’s ECAC will .
be permitted to comment on/Edison’s proposed revenue allocations ‘
and provide their own illlstrations of an SAPC and a phased-in EPMC;
allocation. The testimohy, however, should not involve a re-
exanination of the revénue allocation pol;c1es which the Comm;ss;on
"announced in D.87-12-

We similarly reaffirm ourfstatéments in D.87~12-066 that

#the consideration bf revenue allocations issues in ECAC, however, . 4  L

does not and should not include relitigation of the maréinal cost
structure and levels adopted in [the general rate case].
(D.87-12-066, at/ p. 264.) Neither is it the approprlate forum ror
considering rate design issues. In D. 87-12-066, we found that for
rate design ween general rate cases. DRA’S proposal to increase
demand and tomer charges toward their EPMC relationships for
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revenue requirement increases and the maintenance of those
relationships for decreases was appropriate. (D.87=12~066
at pp. 380-381.)

The need to reevaluate revenue allocation in Xdison’s
ECAC stems directly from ouxr stated policy of achievirig an EPMC
revenue allocation for Edison Yas soon as possible. (D.87-22-066,
at p.262.) We have also recognized that “to achiefe our goal of
full EPMC and ensure rate stability the adopted Yevenue allocation
for the two years following the test year should be based on the
circumstances existing at that time.” (Id.) /Obviously, such an
evaluation cannot be made without the type illustrative showing
that we have required Edison to make and oy which other parties may
comment.

No such similar policy, howevet, requires the re-
exanination in Edison’s 1988 ECAC of ginal cost and rate design )
which were exhaustively explored‘in the general rate case. -
Especially given the number of issueb which have been included for
consideration, there is not enéugh ime from a procedural
standpoint to consider such issueg. _ ‘

We therefore advise pafties who intend to participate in -
Edison’s 1988 ECAC on the issu¢ of revenue allocation that their
testimony should be limited tg proposed SAPC and phased-in EPMC
xevenue allocations as indicAted above. Because of the number of
issues to be heard in the o weeks of hearing scheduled for the
forecast phase of Edison’# ECAC (May 23 to June 3, 1988), time’fo:-f
presentation of testimony and cross-examination may be extremely ‘
limited. _

Oon a differdgnt issue;'Edison also requests a minor
nodification to Conclusion 129 which provides that the 5% cap on .
the EPMC revenue allocation adopted in the general rate case was tor
be applied to “ingreases over the systém average percentage
change.” (D.87-%2-066, at p. 441.) Edison states that for
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consistency with the text of the decision and the actual/revenue
allocation approach adopted, this language should be clfanged to
reflect that the adopted cap of 5% is based on increasSes over
present rate revenues. Edison is correct in reque

modification. The text (page 262), findings (Finding 257, 298),
and the adopted revenue allocation (page 272) iy D.87-12-066
reflect our intent to adopt a cap over present/ rate revenues.
Conclusion 129 should therefore be modified gccordingly.

IV asks that the Commission delgte portions of its
discussion in D.87-12-066 to better refllct IU’s position on TOU-8
demand charges and to permit future prgposals aimed at limiting
demand charges to a certain percentagé of their EPMC level. IU
states that the Commission improperXy identi!ied\IU alone as
suggesting that the TOU-8 demand ‘

EPMC. Turthex, despite the Commyssion’s acknowledgement that IU’s
proposal was designed to mitigafe adverse bill impacts in the short
term, IU asserts that such ackhowledgement failed to identify IU’s |
continued advocacy of 7full,/cost-based rates, demand chaxges
included.” (IU Petition, at/p. 3.) IU states that it raised a
similar argument in its cgmments to the ALT proposed decision in
this proceeding, but thar the Commission failed to—change the orderf
in response.

The reason for our conclus;on that no change was required:
in the ALY proposed decision based on IU’s assertions was simple. -
In reviewing the lajquage at page 320 of the decision, we did not
at that time consider that a discrepancy existed in our recitation
of IU’s position And the position which was taken by the party
during this prodeeding. This opinion remains unchanged with a°
second review ¢f the order prompted bY IU’s petition- We also-deo
not view the gtatements contained at page 320 to be a ”crmtxczsm”

of IU’s posifion as XU has contended. Specifically, D. 87-12-066
states as fHllows:
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"Wwe do not concur, however, with Edison’s and

PSD’s compromise on ‘ratcheting’ of demand

charges nor with the IU’s suggestion of setting

the demand charge at less than EPMC. Neither

of these recommendations achieve ouxr goal of

providing cost-based rates and ensuring

accurate price signals to the affected customer

group. While we understand that IU’s propésal

was intended solely as a temporary, )90

transitional device to mitigate adverse sate

impacts, we believe, as explained beloy, that

the use of rate limiters is a more ap oprlate

means of achieving this goal.” (D.8

at p. 320.)

These sentences reflect that IU d#d recommend demand
charges being set at less than EPMC and t the suggestion was
motivated by a desire to mitigate adversg¢ impacts. We have
carefully rxead IU’s petition for modifj€ation and find that our
understanding of IU’s position in thig proceeding was in fact
correct. The facts that IU remains/an advocate of cost-based rates
or that others in this proceeding' ecommended similar adjustments
of the demand charges do not require the modification of these

statements.

IU even asks in thi petition that lanquage on page 321
of D.87-12=066 be deleted to permlt proposals aimed at developing
demand charges at less thay their EPMC level in future rate cases.
The language in question gtates that “we also do not believe it is.
appropriate to limit deménd charges to a certain percentage of '
their EPMC level.” (Id.) This statement is one of current
Commission policy, byt as such is not an absolute limitation on
future showings. is certaznly free to renew its request for.
adjusted demand charges in upcom;ng proceedings. IU will be on
notice, however,/based on the language of D.87~12-066, or the
Commission’s ent approach to the issue.

IU Also states that the Commission has incorrectly ‘
rererred to e ”cost-based” nature of newly adopted 1nterrupt1ble ;
Schedule IA6 when in fact the schedule reflects the value of
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interruptibility to Edison. In using the phrase ”“cost-=Yased” with
respect to Schedule I-6, we did not intend that phrasg€ to refer o

IU. Rather, our intent was to refer to the fact,
interruptible schedule, as preopeosed by DRA, would be based on
marginal cost principles. We believe that our/recitation of the
parties’ positions and discussion of interruptible rates in
D.87-12-066 read in their entirety at pages/327 through 338 make
this distinction c¢lear. We do not believe/, therefore, that any
modification of this language is recquired.

In its petition the Farm Buredu has requested
modifications with respect to certain/features of the rate design
adopted in D.87-12-066 for the agricfltural class. '

The Farm Burefu asserts that Special Conditions 4 and 5 \
of Schedule PA-2 whicl refer to contract demands and minimum demand
charges create a “de/facto ratchet” on demand charges. The Farm
Bureau believes this result contravenes the Commission’s -
decision in D.87-)2-066 not to use ratchets in determining demand

nguage of Special Conditions 4 and 5 of Schedule

- by the Farm Bureau in its petition has been in
effect for a/numbexr of years, but was'hever an issue in this
proceeding. / Since our review of that language reveals that these
provisions could bave a result similar . |
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to a ratchet, we wish to address this issue. We are reluctant to
make any changes to these conditions absent all part"g having the
opportunity to be heard. Accordingly, we will schegule two days of
hearings for June 13 and 14, 1988, in San Francisgd, Califormia.
The Farm Bureau asks that Edison’s Schedule PA-2 include
a rate limiter for wind machine maintenance. ccording to the Farm
Bureau, the need to test wind machines for wiﬁéer frost in the
summer months requires a short time period dé service for which a
high price would be paid. The Farm Bureaw/ further asserts that
such a change would be consistent with rate design adopted for
PGandE in D.87=04=012 (at p. 7), would provide the time needed Zor
maintenance and repair, and would not gend an improper price signal
to the customer. \ h ‘
It is our intention to aghieve reasonable consistency in
the agriculturai rate designs for /GandE and Edison. Often
neighboring farmers in differing/service territories find
themselves.recéiving service er dissimilar terms. We believe
that the change requested by ¥he Farm Bureau could be a reasonable .
solution to a specific prob m and- would provide greater ..
consistency between the ra'e.structures‘of Edison and PGandE.
Again, we do no¥ have the record in this proceeding to
determine the form ox lgfel at which the rate limiter should be
set. Therefore, the Fyrm Bureau, DRA and Edison should prepare a
list of issues with réspect to this rate limiter, annotated to show#
areas of agreement and disagreement. We will consider this list at.

our June hearing. Aopefully areas of disagreement will be resolved |

prior to then, and we will have a stipulated agreement that we and
other parties cap review. \
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Finally, like the California Citrus Mutual, the/Farm
Bureau takes exception to the adopted distinction in th
agricultural schedules between demand above and below 5 XWw. In
our original order, our goal was to provide rate design options to
agricultural customers consistent with the needs 3'd usage
characteristics of those customers and the statutory mandate of
Public Utilities Code Section 744. We found in/D.87-12=-066 at page
362 that the Division of Ratepayexr Advocates’ /(DRA) proposal met
and exceeded these statutory and policy goalg. Although upon
review we are reassured that the present state of the record in
this proceeding fully supports our adoptign in D.87-12-066 of the
distinction in demand levels between the/ PA-1 and PA-2 schedules as
proposed by DRA, we are specifically ¢onsidering possible
modifications in this area in the serdes of workshops we are
holding with Edison and its Agricultural customers. If
modifications can be proposed in tjle workshops that are cons;stent
with these goals and improve the fverall rate design we will ‘
consider them during the two days of hearing.

In addltion to items/mentioned above, the hear;ng will
also serve to receive testimony on the need for and level of

revenue required for Edison o provide demand meters under the'PAfz*”',

schedule. In its petition/for modification, Edison has requested
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additional funds for demand meters for those customers who will
transfer to the PA-2 schedule under the rate desigyf adopted in
D.87-12=066. £Edison claims that this change reguires an additional
$2,000,000 in revenue.

Like the rate limiter proposed by the Farm Bureau, we
have no record in this proceeding from whick to determine the level
of revenues required by Edison to provide Ademand meters to its PA-2
customers. To the extent that Edison i
implementing the rate design that we eyentually adopt, it is our
responsibility to ensure that the £
schedules into effect be made availixble to the utility. For this
reason, the issue of the funding level required to provide demand
meters for PA-2 customers will b¢ included in the hearing. The |
parties are reminded, however, Ahat this hearing will be limited to

two days and that all prepare testimony must be served 10 days in
advance.

Related to the qyestion of funding meters is the ‘
scheduling of their installation. Demand meters must be available

to allow assignment to gthedule PA-2. Interested parties should
address scheduling at #he hearing. Obviously, because the issue of
mandatory assignment fo schedules PA-1 and PA-2 and the funding for -
demand meters will hAve a critical impact on implementing the mew
rate design, we wilJl delay the mandatory assignment provisions of
PA-1 and PA~-2 untyl after a decision bas been rendered. These
schedules will sfill be in effect, but Edison shall file an advice
letter changing/ these tariffs to allow customers over 35 kW who
chose to remajh on the PA-1 schedulé; and demand-metered customers

under 35 kW who chose to remain on the PA-2 schedule to do so until -

these issuey are resolved. 1 S
his . hearing will also be the :orum for one final 1ssue
raised by, Edison. In Edisén’s petition, Edison expresses concern
with the/TOU~8 schedule requirement that customers served under . =
that schedule must have 3 demands over 500 kW within a twelve-month
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period. Customers with 12 consecutive demands below 450 XW Are to
e removed from this schedule.

Prior to January 1, 1988, Edison states that cystomers
could elect to be on the rate or remain on the rate :th demands
under 450 XW. Over time, accoxding to Edison these customers
became ~trapped” on this rate because they could na{'meet the 12
consecutive demands of less than 450 kW to leave ',e rate.

Edison therefore proposes in its peti¥ion that as of
January 1, 1988, on a one~time basis, customers who have not had 3
demands ovexr 500 kW within the 12 months pridr to that date shall
be removed from the rate. Edison also not¢s that approximately 20
customers who have demands below 500 XW have signed S-year
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interruptible contractual agreements. Edison states that theése
agreements are dependent on eligibility for TOU-8 service./ Edison
suggests that provision be made for these customers to remain on
the interruptible rate schedule and the TOU-8 schedule/for a period
not to exceed five years from January 1, 1988.

While neither of these issues related to /fOU-8
eligibility were presented during hearings in the/general rate
case, both appear to demand our immediate atten¥ion. As Edison has
correctly noted, it is our intent to place cugtomers on the most
appropriate sexvice schedule. For this reasén, both of Edison’s
proposals should therefore be considered the June hearing. Any
response to these proposals can be made that time.

In addition to these changes Sought by Edison, Edison’s
first and second petitions for modififations addressed several
other rate design changes related t¢/D.87=-12-066. These additionallu
requested modifications are requirgd to achieve consistency between -
- the findings and the text of D.87£12-066 and between the rate
schedules appended to D.87-12-0¢6 and the decision itself. The
following modifications requesgfed by Edison

will therefore be made to aghieve this consistency:

In its second petition for modification, Edison
seeks to change ee of the time~of-use
agricultural scledules (TOU-AIMP-1, TOU-ALMP-2,
and TOU-PA-1) ¥o- ensure the proper merging of
the winter onjpeak period and winter mid-peak
period, -instgad of the winter on-peak with the
off-peak as rrently provided. This
modificationh will be approved to achieve
consistengy with the Commission’s decision at
pages 243/and 245 of D.87-12-066 to merge the
winter ofi-peak and mid-peak costing periods in
time-offuse schedules.

For cohsistency with the discussion at page 324
of D.B7-12-066, it is necessary to modify
Finding 373 to reflect that the interruptible
credits under the TOU=8 schedule are to be
allocated on an EPMC basis and not on an

ence basis as that finding currently
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For consistency with the discussion at page 32
of D.87-12-066, Finding 374 should be modifie
to reflect that by allocating the interrupti
credit on an EPMC basis, the TOU-8 wvoltage fate
relationships are maintained and there is o
need to align the primary and subtransmigsion
voltage energy rates to be equal as re

current Finding 374.

2dison has identified six technical/or
typographical errors in certain of the rate
schedules contained in Rate Apperdix X of
D.87=12-066. To correct these Arrors the
following modifications should/be made: (a)
Page 9 of TOU=-8 Average Summer Rate Limiter and
On-Peak Rate Limiter should/read “excluding...
surcharges, customer chargeds or minimum demand
charges” and include the danguage ~applies to
firm service customers ofily” consistent with
page 352 of D.87-12-066. (b) Page 18, Adopted
Standby Rates, Specia)/ Condition No. 6, On-peak
Rate Limiter, should /be modified to read
53.733, 66.199, 67.480 c¢/kwh. (¢) Page 23,
Rates, Schedule TOU=-AIMP-1
summer off-peak rate should be modified to read
$0.06008. (4) age 24, Adopted Agricultural
Rates, Schedule/TOU-PA-4 (greater than 35 XW)
summer on-peak/rate should be modified to read
$0.10936. Page 24, Adopted Agricultural
Rates, Schedjle TOU-PA-SOP summer on=-peak,
sumnmer mid-peak, and winter mid-peak rates
should be podified to read $0.08544, $0.06201,
and $0.06)79, respectively. (£f) The langquage
of page » Adopted Schedule PA-2, Off-Peak
Credit $pecial Condition which reads “non-
coincident demand...should be reduced by an
off-peldk credit” should be modified to read
rmnaxinum demand...should be reduced by an off-
peak/credit”.. _ ,

Finally, Edison notes that the voltage
discounts adopted for Small and Medium Powexr
Rates Schedule GS-2 were calculated based on a
ime~related summer demand charge of $5.70 and
non-time-related demand charge of $2.60.
Because the actual adopted summer demand charge
was $8.30/XW, the percentages of the demand
charges upon which the voltage discounts are
based should- be reduced to 2.1 percent for
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2KV to 50 KV and 4.9 percent for service
delivered and metered at voltages over 50 KV.
This change would account for the difference
between an $8.30/kW summer demand charge
applicable to the voltage discount versus a
$5.70/kW time related demand charge applicable
to the voltage discount.

i pdi r Fact

1. The purpose of this decision is to resolve petitions for
nodification of D.87-12-066 which seek changes in t}at oxder
related to marginal cost, revenue allocation, and /rate design.

2. In addition to the changes requested <he petitions,
the Commission must also consider changes necegsary to resolve the
conflict between D.87-12-066 and D.87-05-060/issued in A.82-04-044,
et al., the generic standard offexr proceedjihg relating to the
costing periods to be used for qualifying/facilities.

3. The only petition which will Yot be considered in this
decision is that filed by Luz Engineeying due to continuing efforts
by Edison and Luz to resolve the issGe of the Appropriate mannexr in’
which to calculate avoided capacitf cost bonus payments to -
qualifying facilities. ‘ |

4. It is reasonable for Zdison and Luz to continue their
efforts to f£ind an equitable golution to the issue raised by Luz
and for Edison to reporxt on Ahose efforts or respond to luz’s
petition no later than Apr{l 15, 1988.

by the California Citrus Mutual raised
concerns regarding the gonsistency of Special Condition 5 of
Edison’s Schedule PA-?/:ith D.87-12-066 and the basis for the
distinction in dema levels between Edison’s PA-1 and PA~2
schedules. ' | : '

6. A reviey of D.87-12-066 shows that the relief requested
by the Citrus Gpowers Cooperative in this proceeding with regard to
consistency been properly inceorporated in the language of
Special Condjtion 5.
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7. The guestion of modifications to the distinction 1n/
demand levels between the PA-1l and PA-2 schedules original
proposed by DRA is more properly considered in the workshops
oxrdered in D.87-12-066.

8. Any orxganization or individual who wishes provide
input on any “fine tuning” needed to the agriculturdl rate design
adopted for Edison in D.87-12-066 is encouraged t¢ participate in
the workshops.

9. The Commission’s adoption of DRA’s meéthodology for
determining the incremental energy rate (I used in the
calculation of avoided energy costs was fully supported by the
record in this proceeding as articulated Py the Commission at ‘
pages 206 through 209 of D.87-12-066 and requires no modification.

10. Neither the record in this pfoceeding nor findihgs
similar to those related to the updaging of the IER used in
developing QF prices supports the xévision, in Edison’s 1988 ECAC,
of the marginal cost structure ad¢pted for Edison in
D.87=12-066. ‘ o

11. Issues related to mayginal enerqgy costs will be
considered for inclusion in Edison’s 1989 and subsequent ECACs as
appropriate.

12. The presehce of ¥ large rate increase request by*Edzson o
‘in its current ECAC. is algne not a sufficient reason to relltlgatef‘_‘ !
marginal cost structure in that proceeding. especmally when the |
issue has been so recenfly examined in this proceeding and the
‘level of Edison’s ECA( request will undoubtedly be closely
scrutinized in upcoming hearings.

13. A conflict! exists between D. 87-12—066 and D.87=-05-060 in
A.82~04-044, et al/, the generic standaxrd offer proceedan, related;
to costing period for qualifying facilities. =

14. While the Commission found in D.87-12-066 that Edison was‘w
not required to jadopt a super-off-peak period for qualifying H
facilities at this time, the Commission had in fact already
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approved a fourth costing period (super~off=-peak) in coniunction
with QF payments in A.82-04-044, et al. (D.87-05-060).

15. By D.88-03-026 in A.82-04-044, et al., Edisén has now
been directed to file costing periods consistent wifh D.87-05-060
by April 8, 1988.

16. Based on D.87-05-060, it is clear that/the Commission’s
statement in D.87-12-066 failing to include a fourth costing period
for cqualifying facilities was in error and reguires modification
consistent with D.87-05-060.

17. CLECA/CSPG and IU have cited con 1$cts within D.87-12-066
as to the extent to which revenue alloca on»will be an issue in ‘
Edison’s 1988 ECAC proceeding.

18. Due to the Commission’s co tmenﬁ\go achieve an EPMC
revenue allocation for Edison ”as s - as possible,” it is
reasonable to consider the issue of/revenue allocation, to a
limited degree, in the ECAC proce ings preceding Edison’s next
Jeneral rate case. ‘

19. It is reasonable to rgquire the*perties.to Edison’s 1988
ECAC to limit their showings oft revenue allocation to illustrations .
of an SAPC and/or phased-in ¢ revenue allocation or comment on
Edison’s proposals without # re-examination of the revenue
allocation policies adopted in D.87-12-066.

20. It is reasonable to modify Finding 302 and Conclusion 132
of D.87-12-066 consistert with the preceding findings.

21. No policy sipilar to the Commission’s effort to move
toward an EPMC revenyé allocation for Edison requires the
relitigation of marginal cost and’rate design in intervening ECAC
and offset proceedings. ‘

22. In keeping with the inLent ot D 87-12-066, offset
proceedings and £dison’s 1988 ECAC will not ‘be forums for.
relitigation of the marginal cost 'structure and rate design adopted
in D.87-12-066, except that marginal customer costs will be
considered r inclusion in Edison’s 1989 and 1990 ECACs.
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23. Consistent with the text (page 262), findings
(Finding 297, 298) and adopted revenue allocation (pa

D.87-12-066 was to be applied to increases over
revenues and not over the system average perce

no modification.
25. The Commission’s statement at
regarding the improprlety of llmltzng

26. The phrase “cost-based” as used by the Commission in
relation to the new I-6 schedyle refers nét‘to<the schedule being
based on cost of service, b rather on marginal cost principles.

27. The meaning'ascr ed to “cost-based” above is clear from
that portion of D.87-12-0466 at pages 327 through 338 when read in
its entirety and as sucly that language requires no modification.

28. It may be apyropriate to modiry the langquage of Spécial
Conditions 4 and 5 of/ agricultural Schedule PA=2 questioned by the
Farm Bureau as crea ing a ”“de facto” ratchet on demand charges,
but that language #as never an issue in this proceedlng. Farm:
Bureau can pursu¢ its requested changes to Special Conditions 4 and
5 of the PA-2 sfhedule at the current agr;cultural workshops or at -
the hearing o June 13 and 14, 1938.

‘ approprlate to adopt a rate limiter for wind
machine mayintenance under Edlson’s PAFZ schedule prior to Edison’s
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next general rate case in order to provide consistency between the
agricultural rate designs adopted for PGandE and Edison and, if
properly set, to provide the time needed for maintenancge and repair
at an appropriate rate level.

31. Because of the absence of any record in
<0 determine the form or level at which a rate limdter for wind
machine maintenance should be set, it is necessayy to go to hearing
to receive testimony on this issue.

32. Edison may incur an expense in providing demand meters
for those customers who transfer to the PA-2/ schedule.

33. Because of the absence of any regord in this proceeding
to determine the amount of revenue réqui d to provide the demand
meters referenced in the above finding, /it is necessary to include
the issue of the funding level required to provide those meters in
the hearing to be scheduled for June /13 and 14, 1988.

34. The following issues regarding TOU-8 eligibility recuire
the Commission’s immediate attentibn: (1) the need to reduce, on a.
one-time basis, the number of 4 nds below 500 XW within a 12-
month period required for a customer to be removed from the TOU-8
schedule and the number of thoée reduced demands and (2) the length
of TOU-8 eligibility to be pyovided to those customers with S-year
interruptible contractual agreements, but demands below 500 kW.

35. Because no record currently exists-in\this.proceeding-to ‘
resolve the issues listed in the preceding finding, it is necessaryh
to include these issues/during the June hearing to ensure Edison -
service to customers uAder the most appropriate rate schedules.
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36. It is reasonable to suspend implementation of the
mandatory assignment provisions of schedules PA-1 and PA-2 until
further notice.

37. In order to ensure consistency between findings and
the text of D.87-12~066 and between the rate schegdules appended to
D.87-12-066 and the decision itself, it is necessary to modify the
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decision and rate appendices as requested by Edison and &s
explicitly listed in the text of this decision.
fonclusions of Law

1. Consideration of the petition for modificdation of
D.87=-12-066 filed by Luz should be deferred untly/;fter April 1S,
1988, on which date Edison should file either a/;eport on the
efforts of the parties to reach a solution to/the issues raised by
Luz or, in the absence ¢of an agrecment, a reSponse by Edison to
Luz’s petition.

2. Oxganizations or individuals s¢eking to ”“fine tune” or
better understand the agricultural rate¢/ design adopted for Edison
in D.87-12~066 should attend the workghops scheduled for that
purpose in March and April, 1988, irp/ Edison’s service territory.

3. The text of D.87-12-066 At page 245 should be modified to
require Edison to develop a fourth costing period (super-of!—peak)
for qualifying facilities consi tent with D. 87-05-060 in
A.82-04-044, et al.

4. To achieve consist cy with the text and intent of . ‘
D.87-12~066, Finding 302 and Conclusion 132 of that decision should:
be modified to perxrmit part, es‘to~present testimony on revenue
allocation in Edison’s 1988 ECAC proceeding limited to
illustrations of an SAPZ and/or phased-in EPMC revenue allocatxon
‘or comment on Edison’s proposals in that proceeding. oo

5. Edison’s infervening ECAC and offset proceedings prior to'

té case should not serve as forums for the
‘relitigation of th¢ marginal cost structur¢,’rate design, or
revenue allocation policies adopted in D.87-12-066.

6. Conclugion 129 of D.87=12-066 should be modified
consistent with/the text, findings, and adopted revenue allocation
in that decisign to provide that the 5% cap on the adopted EPMC

revenue allocation was,to be applied to increases over present rate
revenues.




A.86-12-047, 1.87=01-017 ALT/COM/SWH/£f1c

7. The following rate design issues should receive Ammediate
Commission attention prior to Edison’s next general rate/case: (1)
nodification of Special Conditions 4 and 5 of Schedule/PA-2 that
might create a “de-facto” ratchet on demand charges;/ (2) the form
and level at which a rate limiter for wind machine maintenance
should be set under PA-2; (3) possible removal of/the mandatory
provision, based on capacity, for assignment to/Edison’s
agricultural schedules, PA~1l or PA-2; (4) the fevenue required for
Edison to provide demand meters to its custogers who transfer to
the PA-2 schedule; (5) the need to reduce,/pn a one-time basis, the'
number of demands below 500 kW within a 12~month period required
for a customer to be removed from the TOY-8 schedule and the number.
of those reduced demands; and (6) the léngth of TOU-8 eligibility
to be provided to those customers witlf S-year interruptible
contractual agreements, but demands low 500 kw. ‘

8. In the absence of a record in this proceeding to address
the above issues, a hearing shoulq be held on June 13 and 14, 1988
in San Francisco, California, to/consider those issues.

9. The implementation of/the mandatory reassignment of
Edison’s agricultural customeys to PA-1 or PA-2, depending on
capacity, should be suspended. '

r

10. In orxder to ensur consistency;between the findings and o :

the text of D.87-12-077 and between the rate schedules appended to =
D.87-12-066 and the decigion itself, the modifications to |
' D.87-12-066 and Appendix I, requested by Edison and reviewed and
~approved in the text of this decision, should be adopted.
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a.

IT IS ORDERED that:
1. Decision 87=~12-066 shall be modified/as follows:

Lines 23 through 27 of page 249 shall

be deleted and shall be replaged by the
following language: “Consistent with

t al., the

generic standard offer progeeding, we also
fourth costing

r qualifying
facilities. In developing this costing

period, Edison should follow the dictates
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D.87-05~060 in A.82-04-044,

direct Edison to develop
period (super—off-peak)

of the relevant ordery issued in
A.82=04~044, et al.”
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. Finding 302 shall be deleted and shall be
replaced by the following: #~302. For rate
changes occurring between this rate case
and Edison’s 1989 ECAC, it is reasonable to
consider the issue of revenue allocation
limited to illustrations of an SAPC
methodology and the phased-in EPMC
methodology with Edison filing proposals
using both methods and indicating the
utility’s preferred approach.”

Finding 302a shall be added as fol)Yows:
#302a. To ensure the continued mgve toward
an EPMC revenue allocation for Edison, it
is reasonable to identify in Ed¥son’s 1989
and 1990 ECAC proceedings the yYevenue
allocation to be applied to iptervening
offset filings made after ea

proceedings.” '

Finding 373 shall be delefed and shall be
replaced by the following: ~373. In -
developing TOU-g rates,/it is reasonable to
allocate the interruptible credits on an
EPMC, rather than an incurrence, basis.”

Finding 374 shall b¢ deleted and shall be
replaced by the following: 7374.
Allocating the interruptible credits on an
EPMC basis presexves the appropriate
relationships beftween the rates for TOU-8
secondary, TOU=-8 primary, and TOU-8
subtransmission.”

Conclusion 129 shall be deleted and shall
be replaced/by the following: ~129. A
revenue allocation based on an Equal
Percent of/ Marginal Cost (EPMC) approach
should adopted based .on moving 1/3 of
the way to EPMC in the test year 1988, with
a cap for all customer and rate groups of
5% onh}hcreases over present rate C
revenues.” '

/ ’ .
Conglusion 132 shall be deleted and shall

beéreplaced‘by the following: ~132. For
rate changes occurring between this rate
case and Edison’s 1989 ECAC, the issue of
evenue allocation should be considered
limited to illustrations of an SAPC
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methodology and the phased-in EPMC
methodology with Edison filing proposals
using both methods and indicating the

utility’s preferred approach.”

Conglusion 132a shall be added as
follows:”132a. The Commission should
determine in Edison’s 1989 and 1990 ECAC
proceedings the revenue allocation to/be
applied to intervening offset f£ilingé made
after each of those proceedings.”

2. Appendix I of Decision 87-12-066 sha}l be modified as
follows:

Page 6, Small and Medium Powe¥ Rates
Schedules GS=-2, Special Condftion No. 8,
Voltage Discount, the voltage discounts
applicable to summer demand charges shall
be modified to read (1) 241 percent for
service delivered and metered at voltages
from 2 KV to 50 KV and f2) 4.9 percent for
sexrvice delivered and sietered at voltages
over 50 KV.

Page 9, TOU=8 Averafie Summer Rate Linmiter
and On-Peak Rate IAmiter shall be modified
to read ”excluding...surcharges, customer
charges or min ., demand charges” (instead
of “...surchargées or facilities charxges~”)
and shall als¢/ include the provision
~applies to fArm service customers only”.

Page 18, StAndby Rates, Special Condition
No. 6, On—Peak Rate Limiter shall be
modified Yo provide 53.733, 66.199, 67.480
C/kWh, ipstead of 52.051, 64.127, 65.367
c/kWh.

Page 23, Agricultural Rates, Schedule TOU-
ALMP-A summer off-peak rate shall be
modified to read $0.06008, instead of
$0..59972. : :

Page 23, Agricultural Rates, Schedules TOU-
=1, TOU=~AIMP-2Z,-and TOU-PA-1 shall be
odified to provide for the merging of
winter on-peak ané mid-peak rates and to
provide for the following winter mid-peak
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and off-peak rates in $/kWh: 8.619 mid-
peak and 5.630 off-peak for TOU=-PA-1l:; 8.479
nid-peak and 6.233 off-peak for TOU=-ALMP-1
and 18.963 mid-pealk and 6.622 off-peak fo
TOU~-ALMP=-2. These schedules shall also
modified to provide as follows: “Time
Periods are revised by adding Mid-Pea

hours of 5:00 p.m. to 9:00 p.m., win
weekdays, except holidays, to Schedyle Nos.
TOU-ALMP-1 and TOU=-ALMP=-2, and 8:00 a.m. to
9:00 p.m., winter weekdays, excep¥ holidays
to Schedule No. TOU-PA-1.%

Pages 24, Agricultural Rates,

PA 4 (greater than 35 kW) s er on-peak
rate shall be modified to reAd $0.10936,
instead of $0.1).936.

Page 24, Agricultural Ra Schedule TOU-

modified to read $0.08%44, summer mid~peak
rate shall be modified to read $0. 06201,
and winter mid-peak

to read $0.06379, i

$0.05969, and $0.06440, respectively.

Page 25, Schedule/ PA~2, Off-Peak Credit
Special Conditigh shall be modified to read
#maximun deman ...should be reduced by an
ofif~-peak credif” instead of ”“non-coincident
demand...shouid be reduced by an off-peak

credit.”

3. Within 20 days/of the effective date of this orxder, :
Southern California Edigon Company (Edison) shall file, by advice'r
letter, revised tariff/ sheets reflecting the modifications of |
D. 87-12-066 and Appeydix I of that decision adopted in this order. :

4. Considera ion of the petition for modification of |
D.87-12-066 filed y Luz Engineering (Luz) shall be deferred untzl
after April 15, 88, on which cdate Edison shall file ezther a
report on the efforts of the parties to reach a solutlon to the
issues raised Py Iuz in its petition or, in the absence of an
agreement, a Yesponse by Edison to Luz’s petition.
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5. Edison’s intervening ECAC and offset proceedifgs
occurring prior to its next general rate case shall pot sexve 2as
forums for the relitigation of the marginal cost stfucture, rate
design, or revenue allocation policies adopted in/D.87-12-066.

6. A hearing shall be held at 10:00 a.m./ on Monday, May 16,
1988, in the Commission Courtroom, in San FranCisce, California,
for the purposes of receiving testimony limifed to the following
issues: (1) the level at which a rate limjfer for wind machine
maintenance should be set under Edison’s Agricultural schedule,
PA-2; (2) the revenue required for Edisgn to provide demand meters
to its customers who will be transferréd to the PA=-2 schedule under
the rate design adopted in D.87-12-0£6; (3) the need to reduce, on
a one-time basis, the number of d ds below 500 kW within a 12-
month period required for a custoper to be removed from the TOU-8
schedule and the number of those/reduced demands; and (4) the
length of TOU-8 eligibility to/e provided teo those.cuspomers with
5-year interruptible contract al agreements, but demands below 500
XW. Prepared testimohy shald be served on parties to this
 proceeding at least ten days in advance of hearing.

7. Except as otheryise granted in this order, the petitions
for modification are dended.

This order i effective today. _ |
Dated ' _ ., at San Francisco, California.

Coﬁmiaaioner Donald.VIQI'j'l'fﬁl
Dot

necessarily absent, did z:cr ne;

participate. | T




