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Decision 88=-05=074 May 25, 1988
BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Application of
the Southern California Edisen :
Company (U 338=E) for: (1) Authority
to Increase Its Energy Cost
Adjustment Billing Factors, Increase
Its Annual Energy Rate, and Increase
Its Electric Revenue Adjustment.
Billing Factoxr Effective June 1,
1988: (2) Authority to-Implement ‘
Medifications to its Energy Cost
Adjustment Clause as More
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) (Filed February 11, 1988)
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Specifically Set Forth in this )
Application; (3) Authority to Revise )
the Incremental Energy Rate, the )
Energy Reliability Index, and = . , )
Avoided Cost Pricing: (4) Review. )
of the Reasonableness of Edison’s )
Operations During the Period from. )
December 1, 1986, through )
November 30, 1987; and (5). Review - )
of the Reasonableness of Edison = )
Payments to Qualifying Facilities = )
Under Nonstandard Contracts During )
the Period from December. 1, 1984,‘ M)
through November 30, 1987. )

3 By‘thls applzcatxon, the Southern Callfornla,Edlson L
Company - (Edison) originally requested an: 1ncrease ‘of $627.9 m;ll;on‘”
in ltS electrxc rates on an annualized baszs effective June l,v,,-~
1988- Th;s requested lncrease of approxzmately 11 s'percent above
present rate - levels was based on.revenue requlrement anreases
related to-Ed;sonIS-Energy Cost Adjustment c1ause (ECAC) , Annual
Energy Rate (AER), and Electr;c Revenue Adjustment Mechanism -

'.Ji

(ERAM) - Additionally, Edison sought.approval ‘0f the reasonableness @?a“.*

or its operatlons zoz the 1937 reasonableness revzew-per;od and the
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reasonableness of its nonstandard contracts with qualifying
facilities for a three-year period beginning December 1, 1984.
As part of its application, Edison also requested that
its proposed AER be inplemented on an interin‘basis on June L,
1988, and remain in effect until a final Comnission decision for \
the forecast period. The AER is fixed rate, a. percentage of the: (.Rf“
ECAC, which is not subject to balancing account’ treatment and which
makes a portion of fuel and purchased power costs recoverable on a.
fixed, forecast basis. After being reduced and ultinately \ o
suspended in 1986, an AER for Edison.was recently restored to‘its.vﬂﬂ
original 10% level in Edison’s 1987 ECAC proceeding. K
(D-87-11-013.) Based on: its originally requested relie£, Edison'
| proposed AER revenue increase for its- 1988 ECAC'wns $55 S million.r
'In support of its requested interim reliez, Edison
asserted in its,application that the complexity of: past, ECAC.. SRR
proceedings, 'the recent addition of new issues in this proceeding,.~l¥‘fja
and a history of delays in. ECAC proceedings made it unlikely that'a |
Commission decision’ adopting annual ECAC rates would be' issued'by S
Edison’s June 1, 1988, revmsion.date. The new issues to which' .
Edison re:erred stemmed from recent commission decisions‘in
Edison’s most general rate case- (A-86-12-047) and the generic
standard offer proceeding (A-82-02~044, et -al. Y. Prrmarily, these
issues relate to the determination of’ ractors used- in the” -
calculation of prices paid by the utility to qualirying facilities-' |
' .Because of these circunstances, it was. Edison's opinion
that adoption on an' interim baSis of Edison's proposed AER.would
mitigate the risks to ratepayers and shareholders trom\either
understatement or overstatement‘of AER revenues during periods of
changing energy- prices-, (As88-02-016, at p. zs-zsm)\ Edison
‘further stated that. variations: inrAER revenue,<resulting from the
difference between Edison’s proposed interim AER and the’ tinal AER b
( adopted in thisrproceeding) could be re:lected in subsequent
adjustnents to—the ECAC balancing account and zuture ECAC. rates._
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On February 26, 1988, a prehearing conference was held to
establish the hearing schedule for this proceeding and to address
other procedural matters. Following the prehearing conference, an
Adninistrative Law Judge (ALJ) ruling was issued on March 2, 1988,d
adopting a schedule similar to one proposed by the Division of
Ratepayer Advocates (DRA). DRA‘s proposal included the suggestion
that A.88-02-016 be bifurcated into two phases with an lnterln rate
decision effective June 1, 1988. o

In the March 2 ruling, the ALY round that DRA’s proposed .
approach offered sufficient time for parties to address the severali-”
time consuming issues and procedures new to Edison’s ECAC.. As |

stated by the ALJ, DRA’s proposal also afforded the Commxss;on the “7“;

opportun;ty to grant Edison interim rate relxez if necessary as .
of deson s June 1 ECAC revision date. , ' ‘
The adopted schedule therefore prov;ded ror an znterxm
. oxrdex and separate hearxng phases for forecast and reesonableness
lssues._ In xeeping with this approach all parties wexe given the

opportunity to rile comments on the Lnterzm rate re11e£ order on j_*fw

April 20, 1988. These comments, ‘which were to be filed zollowmng
the submzss;on ot testimony .on the forecest phese, were to focus j
not only on the level of interim rate relief to be adopted, but ”
alseo the appropr;ete mechanism for e:!ectlng that relief. Ed;son's,
suggestion to-update its- forecast filing ten days prior to the =~ .
submission of DRA’s report on the forecast issues was also edopted.wrﬂ
On Maxch 10, 1988, as directed by the'ALJ, Edison =
responded: to certain other procedural issues raised by'DRA durlng

the prehearing conference. This response however, elso—contezned R

a further statement by Edison regarding intexrim ‘rate relief. In*MTTTK*

that filing, Edison indicated. that its interim AER proposal was *fj -
still an option,. but that Edzson would elso-eupport ennznterim ratew

increase reflected es all ECAc-releted expenses witn a temporery
suspension of the AER. In Edison's opinion, this latter epproecb .
would “be easier to edninister than subsequent adjustnents.to~ratesggw
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and the ECAC balancing account and has been utilized by the
Commission in the past, thereby mitigating concerns regarding
retroactive ratemaking issues.” (Edison March 10 Response, at
p- 4.) '
On March 28, 1988, Edison updated: its forecast filing. =
In this filing, Edison reduced its requested revenue increase from
$627.9 million to $484.1 million, a $143. 8 million reduction in -
Edison’s or;gmnal request. Accordzng to the updated fxllng, th;s
reduction was the result of reflect;ng resource mix and enexqgy
price changes and recorded ECAC and: ERAM‘balancdng account
information for January and’ February '1988.
On April 5, 1988 DRA served its torecast evaluatzon
report in this proceed;ng on all partles-_ Based on its analysms o:
Edison’s forecast per;od sales, resource nix, and: prices, DRA
recommended a- revenue increase for Edmson of $382.5 million. DRA,"
stated, however, ‘that its testxmony-d;d not take into account
Edison’s ”update" testlmony or a required rerunnlng of the ELYIN
product;on cost model for both resource m;x and. revenue requlrement
purposes. This 1nformatxon, according to~DRA would be’ analyzed
and its’ recommendations revised it necessary, 1n‘supp1emental
testlmony to be submztted by DRA.prmor to the forecast phase '
hearlngs scheduled torcommence on: May 23, 1988. .
o On April 15, 1988, testzmony was- recexved from 1nterested
- parties on all. zssues related to'the-torecast phase except revenue
allocat;on. By ALJ rullng, the' deadline for revenue allocatlon ‘
test;mony was’ extended to»Apr;l 22, 11988, in oxder for’ that
testimony to reflect the-Comm;ssion s findings in D.88—04-026
1ssued on April 13, 1988, in Edlson -3 test year 1988 general rate
case (A.86-12-047). - : - ' o
' On,April 20 and 21, 1988r comments vere received by
various parties on.the issue . of inter;m rate relief in this
. proceeding. These comments were. filed by Edlson, DRA Toward ‘
- Utility Rate Normalizat;on (TURN), ‘the Callfornxa xanufacturers )'

)
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Association (CMA), the California Large Energy Consumers
Association (CLECA), the Industrial Users (IU), the Department of
General Services (DGS), and the Western Mobilehome Association
(WMA) .

Primarily, the comments address three basic issues:

(1) the need for and level of any interim rate change in this
proceeding, (2) the implementation of that increase, and (3) the
revenue allocation and rate. deslgn to be applzed to the lncrease.'
The views of each of the part;es.commentzng on these issues are’
sumnarized below.

The only party not address;ng these lssues in its
comments was WMA. Because of th:xs dszerence, we will rev:.ew and
respond to WMA’s comments separately.

We note that the comments: wh;ch we rece;ved were based on
the filings which had been made prior to Aprll 21, 1983. S;nce ;
that time, however, add;t;onal subm;ss;ons have been. made by both
DRA and Edison. Specxfxcally, on May 13, 1988, DRA. served on. all
partles its supplemental prepared testlmony to be’ presented at the g
May 23 hearzngs in the forecast phasea Based on data. contazned zn |
Edison’s updated ECAC‘!il;ng and changes in both snow pack
conditions and: qualxzymng racility capacity factors and start-up S
dates since Edison filed 1ts applmcatzon, DRA has 1ncreased 1ts ﬁf,‘;d
recommended revenue requ;rement.3 DRA.now~recommends a revenue ‘L 5
1ncrease foxr Edison of $402.5 m;llion for the forecast per;od e‘_ﬁfT
5.2% 1ncrease over DRA’sS original fiqure of $382.5 mlllaon._~

on May ‘14, 1988, Edison: also submitted additional
prepared test;mony in this proceedlng.i Based on its: most recent
data, Edison’s estimate’ of enerqgy resource"mlx and- expenses. has .
decreased $4.7. million, yielding a. requested revenue<requ1rement o!
$479.4 milllon.,\‘ R : ‘
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A. WMA’s Request

"In its comments, WMA states that it has “no specific
comment on the level of, or mechanism for, interim rate relief.”
Instead, WMA asks that the Commission modify the diversity
adjustment applied to rates charged under Edison’s DMS-z schedule
based on any change in residential rates adopted 1n this
proceeding. The DMS-2 schedule’ appl;es to submetered mobzlehome
domestic customers.
B. Discussion-

In recent general rate case'deczsmons, 1ncludmng

D.87-12-066 Telating to Edison’s 1988 test year, the Commission has = '

recognized the existence of a diversity benefit whlch arises. when ar
master-metered customer is billed more sales at basel;ne rates and
less sales at nonbaselmne rates than are actually consumed oy h;s
submetered customers. The divers;ty adjustnent serves to avo;d

subsidization of master netered: customers.by all. other res;dentlal “jxﬂw
ratepayers result;ng from an overallocatzon of kllowatt-hours (kWh)ﬂh*f‘

at lower baseline rates.. : SR : .

In D.88-04-028, the cOmmmssxon speclrzcally denxed a
petition for rehearing of D. 87-12-066 ziled by-wnh In that P
petztlon, WMA.had alleged, among’ other thxngs, that the cOmmlss;on L
had erred by not providzng for: modxricatloneot the: d;vers;ty ‘

adjustment in subsequent residential: rate adjustment cases. In Q‘LZAVV

denying. WMA’s petition in D-88-04-028, the Commission emphasxzed

that “Edison has already been directed to-derive dxversity factors.“ -

for its next general rate case. based on the usage pattern of mobzle{.
home.. parks: which it indivzdually meters. Addztionally,
D.88-04-026, issued the same days as, D.88-04*023, the cOmmzssxon
found that '[i]n keeping with the intent of D. 37-12—066, A

...Edison’s 1988 ECAC will not be [a zorum] :or relitigation or the-’ A
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marginal cost structure and rate design adopted in D.87-12=066.7
(D.88=04=-026, Finding 22, at p. 19.)

We note that D.88-04-026 and D.88-04-028 were issued
prior to the due date in this.proceeding-zof‘comments on interinm
rate relief and prepared testimony on rate design and revenue
allocation. Nevertheless, WMA persists in both its comments and
prepared'testimony'to attempt to raise the issue of modification of
the divexsity adaustment in this proceeding. . In beth documents,
WMA has included a computer nodel embodylng its methodology zor '
calculating the leQ!Slty adjustment. . L

We reject. WMA’S .renewed- attempt to l;tlgate the lssue o: -
the calculat;on.or modlzlcatlon ©of the diversity adjustment in thls o
proceedlng.; D- 87-12-066 D. 88-04—026, and D. 88-04-028 ‘make clear -
. that the issue of the dlversxty adjustment xs not e be cons;dered
in this proceedxng. : R S : S

We also remlnd WMA that its divers;ty estlmate was ‘
adopted in D. 37-12-066 largely because it ”closely mlrrored” the
level of adjustment adopted tor Paci:io Gas and. Electric Company. -
Neither of the methodolog;es-presented by Edison or. WMA, bowever,
were found to provmde an approprxate basis ror calculat;ng the

'leGrSitY adjustment in the future.; we ‘therefore did not approve R

WMA’s methodology pased on a sanple of 29 units nor did we orxder

any adjustment of WMA’S estimate based .on that methodology prmor td o

the next general rate case. Instead, ‘the. goal of . AR L
D. 87-12-066 had ‘been to edopt the best available adjustment !actor

M 8) and to-direct Edison tor its. ngxt_ggng:;l_:g:g_ggﬁg to
prov;de an.adjustment based on 'a. more appropr;ate methodology . T
That methodology, also, rererenced in' D. 88-04~028, is to be’ based on T
the ‘usage patterns ot mobilehome parks-which,Edison 1nd1v1dually
meters. o ' - ' : -

- We therefore zind that WMA’s commenta-nnd proposed
tcntimny in tbis proceedinq are bayond the - ucopc of this
proceeding., We suggest that WMA. | devote its ef:orts to developing e
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diversity adjustment methodology for Edison’s next general rate
case consistent with the findings of D.87-12-066.

IX. Intexim Rate Relief Comments

Before reviewing the various parties’ positions on this

issue, we wish to recite the requirements of § 454.5 of the Public .

Utilities (PU) Code "for ease of reference. . This code section,:
which has been cited by several of the parties, provides as- .
follows: : - _ ' CL T -
-"Whenever an electrical corporation recquests a
rate adjustment reflecting and passing through
to customers a specific fuel cost increase, the
commission may grant substantial: but-not '
complete rate relief. Substantial- relief is
defined‘as an amount not to exceed 80 percent .
of the rate adjustment request. Within 60 days.
of such request, a hearing shall be held and.
the balance of the rate relief request shall’ be‘“
ranted if zound by the commission to-bo )
gusti:ied.,. o L

In its comments filed on April 21, 1988, Edison,abandons ffyfof

its request’ for an: 1nter1m AER and xnstead asks the. Commission to
grant Edison an’ inter;m rate increose :or 100% ECAcwrolated

expenses<based on a peroentage.ot its ovorall requested ‘revenue -
change.. Edlson,states that by virtue o: & 454 5, the Comm;551ou A

has the authority to- oxder interim re11e£ in this proceedmng’ln the:firw

amount of $502 m;llxon,or 80% of Edison’s. initial request.‘
However, given.its :irst updated request of. $484 million, Bdison
believes that- an zncrease in the amount of $387 millxon or 80%- o:
this updated request would be more" appropriate.r;"- ‘

‘As additional authority for - this” requested actzon, Ed;sonu

<

omtes the- recent Cali:ornia Supreme Court dec;sion ln zg g:ﬂ
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3d 870 (1988) (TURN). Edison notes that in that decision the court
upheld the Commission’s authority to establish interim rates for
investment-related costs. Additionally, Edison states that the
court specifically rejected arguments by TURN that the Commission
was powerless to allow interim rates in the absence of a financial
emergency or agreement between the parties on the investment costs
to be covered by the rates.

In the TURN decision, Edison states that the court also;
referenced an earlier decision, Southern Califernia Edison Co. v. =
Public Utilities Commission, 20 Cal. 3d 813 (1978). According to’
Edison, in that decision, the court ruled- that the purpose or the
ECAC was ”to permit prompt rate adjustment to offset unusual ‘

changes in fuel costs.” (Id., at p. 819.) Edison states that the _'\'“

court further found that such purpose- could lawfully be sexrved by
adjustnents to the balancing account made pr;or to hearing.

With respect to the need for interin.relief, Edison
asserts that both its filing as well as DRA’s report predict a )y

substantial increase in Edison’s: fuel and purchased power costs. ror; t

the forecast period. Edison alse notes that DRA'S recommended o
revenue. 1ncrease of $382.5 millionuis only slightly lessrthan .
Edison’s interim rate relief request of $387 million. _ ‘ _‘
It is also Edison s cpinion that. its requested interrm
rate relief is in the best interest of its ratepayers- According
to Edison, if it does not begin recovering its increased fuel and
purchased- power costs, the ECAC balancing account will rise and-
ratepayers will be required to pay carrying. costs on those .
unrecovered costs in the. balancing account.; Edison asserts that“
deferring or seriously reducing any interim rate relief would send L
incorrect price szgnals to Edison's ratepayers in the—face of o
increasing costs. ;' o , ' 3
In-its comments, DRA- similarly-supports the tempora:y ,
suspension of the AER and the granting of interim rate relier based
on a percentage of the revenue requirement at issue with the

" L
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increase attributed to 100% ECAC-related costs. DRA recommends,
however, that the Commission take a conservative approach in
determining the level of interim rate relief to be granted in tkis
proceeding. DRA points out that its initial analysis of Edison’s
application has resulted in a recommended increase of $382.5
million, far below Edison’s initial request. It is DRA’s hope that
after completing its analysis of Edison’s. first updated request ot
$484.1 million, this recommendatzon will decrease even turther.

DRA therefore requests that the Commission not use DRA'
recommended level of increase in granting interim rate relief, but
rather that the Commission: apply the 80% standard referenced in §
454.5 to DRA’s recommendation. stng this approach, DRA states o
that the interim rate increase would be $306 millien. "DRA. notes . “,
that the Commission has the authorlty to grant thls-lower level of

relief under § 454.5 which provides that the Commission may, but ;s'f'“

not required te, grant an increase equal to 80 percent of the

utxllty's.request. DRA notes that its recommended level of 1nter1m5f

rate relief represents 49% of Ed;son's origznal request and 63%, of L
Edison’s updated request. . : o SR o

DRA.belleves that its recommended level ot 1nter1m relxef‘ﬂﬂy

is supported by a number of factors.“ Among other thlngs, DRA
asserts that it is likely that its. recommended level ‘of . revenue:

requirement will decrease eveniturther once it has the~opportun;ty Uy

toxlncorporate the data included in Edison's update and cross— _f'_“
examination in this: proceeding has been completed. DRA -al50 "‘ .
believes that only the lowest reasonable level of interin: 1ncrease Sy
should be adopted. This level, according to DRA, will be o ‘f\
sufficient to minimize rate shock while in turn,ensuring that. the e
interim level does not exceed ‘the flnal adopted revenue '
roquirement. : . \ : N .
 With respect to the comments of the other parties to-th;

1

proceeding, each questicns the need for any interim rate increase 37”'

at this time, each notes that ECAC rev&sion dates have rarely‘been

o -
[
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met in the past, and each objects any interim relief being as much
as 80% of either Edison’s original or updated request. In their
comments, TURN, CMA, and IU also assert that Edison has not
provided any real justification for such an extraordinary nmeasure
noxr has it shown or even alleged that irreparable financial harm
will result if the interim relief is not granted.

Other than the magnitude of the requested increase, A
and IU assert that no other need is claimed by Edison and no |
adverse consequences of deniel‘oflen interim revenue increase to
either Edison or its ratepayers is asserted. These parties assert'y
that the recent developments of a decreased request by Edison and a‘
recommendatxon by DRA well below Edison’s request, with turther B
reductions possible, undercut 'any plaus;ble ratronale' for the
interim rate relief requested by Edison.. ¥ B

IU and CLECA also believe that the potent1a1 1mpact o! anj 37
interim rate increase on such unresolved issues ' as revenue e
allocation is a further reason to aveoid suchAan increase at th;s
time. In this regard, IU asserts that the system average coi
percentage change (SAPC) or equel cents per kwh approach.frequentlyfyﬁ*
used by the Commission for 1nter1m ‘increases. could not be eppl;ed L
to anything other than a 'bare—bones' interim 1ncrease. Iv states Vf:q
that any other approach would jeopard:.ze the Comm:.sszon’s , .
prerogative to adopt a phased-;n EPMC revenue allocat;on 1n xts
final order. _ 2

If an interlm.lncrease is- ordered by'the Commlsszon, the \

interested partxes offer very;ng opinions in their: comments on. the L

appropriate level for that relier. Anong: these part;es, TURN”‘
supports Edison’s orlglnel recomnendetion of the adoption of. its -
proposed AER on an.;nterim pasis. . TURN‘notes that while § 454. 5 ff"
permits 1nterim rate increases, it does not require them. f *
It the Commxssion does grant Edison an interim lncrease,

-however, TURN asks that the Commission proceed ‘cautiously and grantfﬁ“:

an increese not to exceed 50% or Ed;son's revised reqnest oxr’ $242‘
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million, a 4.5% increase in rates. Citing factors which could
cause further decreases in the proposed revenue level, such as the
actual on-line date of new qualifying facility projects, TURN
believes that holding to this level of interim rate increase is
required to ensure that the interim relief does not exceed the
final rate increase. _

CMA, like TURN, similarly supports an interin AER
approach. CMA states that with the lower revenue increase
currently at issue, an interim AER adjustment keyed to DRA’s

revenue requirement, without any change in effective rates becomef_f' X

even more attractive: than when ‘originally proposed by Edison.ﬂ CMA‘;
also believes that no other course- of action at this point of the .
proceeding .is justified

o

DGS joins TURN in asking that the Commission proceed with
caution in granting any interim increase~especially in light of the
significant difference between DRA’s recommendation and Edison’ s {V‘“ :
requested relief. DGS-stetes,that the worst scenarioc would berto*ai”r‘

the Commission to-grant 1nterim rate relief greater than. that
likely to be found. reasonable after hearings. Because, there have

- been no hearings yet and-a nunber of issues even under DRA’s n
recommendation are “still highly questionable,_ DGsS recommends that
the Commission grant an interim increase of only~60% of Edison' e
revnsed requested revenue requirement or $290.4 million.,

It is CLECA’sAposition that the interim revenue o
requirement not exceed the final increase in.rates and that the -
interim revenue allocation mirror that adopted for the firal .
increase. CLECAebelieves that this approach is imperetive to avodd
a highly undeeireble 'yo-yo' effect on.customers' rates. ’

‘  CLECA therefore. recommends, based: on the revenue :
allocation proposals ottered in this proceeding, that the

Commission grant an.interim increase. oz 1/2 the revenue increase
proposed by DRA or $1951. 25 million, a 3. 55& increase. According to~

CLECA, if this approech were followed the revenue requirement tor i
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any customer class, except for streetlighting, would not be raised
above its final allocation under the DRA proposal even with an SAPC
allocation. :
2. JXmplementation of Interim Rate Increase

The parties’ recommended approaches for implementing an
interim revenue increase in this proceeding have, in some part,
been noted above. Speci!ically;'zdison proposes that all ECAC-
related expenses be included in the ECAC balancing account
procedure on an interim basis and that the AER be tempotarily
- suspended until the Commission adopts a final AER in the forecast

phase. Edison believes that this proposal protects both ratepayers _fa‘f“

and shareholders, is easy to administer, and- is. consxstent with
past Commission practices. - .“‘ '

Edison further asserts that the. prospectlve
implementation -of a new AER from the eftectlve ‘date of the’ ‘
Comnission’s final deczsmon in the’ torecast phase w:ll preclude any
suggestion of retroactive ratemaklng. Based on this reasonzng, '
Edison not only recommends.that the AER be temporar;ly—suspended
put alse that any revenue allocation changes be made prospect;vely
from the date of the £inal Conmlsslon decision in the forecast: 'WM’
phase. Should the level of interlm rate relxe! exceed the rlnal
adopted level, Edison notes that the CommszLOn in using deson'
approach can make a correction for thls dzzrerence through

1ncorporatlon of the latest. ECAC balancang account balance in 1ts Tﬁffh
flnal decision, rather than through an order authorizing retunds.‘,-\'

In its comments DRA.'condxtionally agrees to—the o
temporary suspension of the AER until the final decision 1n.the‘V"‘
forecast phase is issued. This.temporary suspension, accordlng to‘,
DRA, would permit Edison to-avoid any loss.or gain from-the AER. -

DRA~states.that suspension of. the AER would temporarily
allow Edison to reflect 100% of its ECAC-related cxpenses in the«‘“ "
ECAC balancing account and- would avoid any. possibility of "
'rotroactive ratenaking causod by any subsequent adjustment ot the
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AER. The condition attached to DRA’s recommendation is that, in
tenporarily suspending the AER, the Commission make clear in the
interim decision that the AER will be automatically reinstated in
the final decision. DRA also asks the Commission to state that the
AER’s temporary suspension cannot be used as a basis for |
relitigating its validity. |

IU joins DRA and Edison in favoring a temporary
suspension of the AER if the Commission decides to grant interim
relief in this proceeding. IU believes that this approach is
preferable to an interim"AER'trom'the standpoints of ease of ‘
administration and mitigation ot concerns. regarding retroactive '
ratemaking. ' |

In contrast, it is TURN's opinion that Edison can be

protected against any iosses under ‘the AER.without any interxm rate

increase. TURN states that the COmmiSSion need- only authorize
Edison to record the amount. of its requested AER increase in a
dererred debit account pending resolution of forecast issues.

_According to TURN, the portion of the’ increase found to'be . N
justified could then be transferred from the deferred debit accountfﬁi[
to the ECAC balancing account once the Commission hes decided the Lo

case. o | ‘

the adoption of an interimrABR cnnxwould alter Edison’s originel

proposal, however, to ensure that the interim AER is.based on, DRA! ;if

recommended revenue requirement level. L A oo

DGS recommends thet the AER‘be continued in e!tect duringfﬂjf

the interim rate relief period and: thet 60% of Edison’s requested
AER increase be qrented as interim rete relief. DGS believes that

because the AER was only recently reimposed, it is appropriate to ;
“keep it in place until. evidentiary heerings are held. In DGS'S_E.Q.Hj“

opinion, Edison- should not be entitled: to a presumption, absent an
evidentiery showing, that circumstances have changed so S

o

- 14 - .

' As steted in-the previous-eection, CMA'similarly“supborts .
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dramatically since the Commission’s decision last November as to
require suspension of the AER.

deson recommends that the system average percentage
change (SAPC) method be used to allocate to customer classes any
interim revenue increase approved in this decision. Edzson assert'
that this method has been the one tradrt;onally adopted in
allocating revenue changes in ECAc'proceedxngs. ﬂ

In making this recommendatron, Edison acknowledges the .
Comnission’s intent, as expressed in Edlson!s most recent general
rate case (D. 87-12—066 and-D. 88-04-026), tovconsrder evrdence 1n
this proceeding of both SAPC and phased-;n equal percentage of

margrnal cost . (EPMC) revenue allocetxons. Edison asserts, - bowever,.T B

that, because ev;dence on these methodolog;es has yet to be o
received in thzs proceedrng, it is preterable to. rmplement an SAPc
revenue allocation on an ;nterrm basls.r It is.Edzson s opinion
that this approach will ensure that the merrts of the proposed"

revenue allocations w111 not be-prejudged and that the COmmlsszon ’»'”,

will not be prevented rrom adoptrng a drzferent methodology 1n 1ts ;f”;
final dec;szon. : : : ‘ ‘ ‘

Wwith respect to~rate des;gn, Edlson notes,that in ECAC
proceed;ngs the Commzsszon ‘has tredrtmonally reflected revenue
changes in energy charges' only. Edlson.recommends that this- 0
approach be rollowed for this. interrm rate change. In support of
its recommendatron, Edrson ‘again argues that this approach.wzll
ensure that the Commrssion will not have prejudged the issue of
whether revenue changes sbould be spread on an equal percentage

basis to energy, customer, and" demand charges, as proposed by DRR. g;w

,Edison also-contends that' adoption of DRh’s approach would’ result
in the premature edjustnent of demand charges before new sumner
neasonel rates have’ been melemented. '
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It is DRA’s position that the Commission’s statements in
Edison’s most recent general rate case decision (D.87-12-066)
clearly reflect the Commission’s intent to move toward a full EPMC
revenue allocation for Edison by 1990. DRA argues that Edison’s
recommendation of an SAPC methodology is at odds with this
intention, especially in light ofithe‘signiricant’rate-increasev
requested by Edison. The result of using Edison’s approach would,
in DRA’s view, lead‘Edison's'rates’away‘rron rather than closer to’
an EPMC revenue allocation. I |

In its comments, DRA.proposes tour different revenue
allocation scenarios for DRA’s proposed interim rate relief level
of $302 million. The four scenarios include the following: (1) o
100% SAPC, (2) 2/3 SAPC and 1/3 EPMC, (3) 1/2 SAPC and 1/2 EPMC,
(4) 1/2 EPMC and 1/2 SAPC'with a 5% cap on rate increases over
SAPC. In reviewing these revenue allocation approaches, DRA -
supports a 1/3 EPMC and 2/3 SAPC approach conSistent with its
recommendations in the forecast phase- DRA. states that, for all

customer classes other than.domestic, such an.approach would result/”pl
in a lesser increase than a ioo% SAPC revenue allocation. ' ~wu

Alternatively, DRA suggests that the CommisSion select
for each class the lower of the .100% SAPC or DRA‘S preterred one— l
third EPMC and two-thirds SAPC allocation. - According to DRA, this
approach would lower the total interim increase amount, but would
minimize rate shock to the domestic class. '

Although not addrelsing rate design in its comments, dn

its forecast report, DRA recommends a Class-Equal Percent Change‘*”"“
(CEPC) rate design. The CEPC. rate design, according to DRA,
increases-demand customer, and energy charges by the ‘same’
percentage as the revenue requirement increase-in the indiVidual -
rate class. This. propoeal is to be’ coupled with DRA’s recommended_;:
one-third EPHC/two-thirds SAPC revenue allocation. o '
TURN states that any'rate increase approved prior: to
hearings must be‘spread to the various customer classes on a
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uniform percentage or cents per kWh basis. TURN asserts that
absent any record evidence supporting an unequal distribution, the
Commission is powerless to adopt one.

It is CMA’s position that any interim revenue increase
should be limited in a manner so as not to~pre3ndge revenue

allocation issues. CMA therefore proposes that the total interim-
increase be limited to the lowest percentage proposed for any class.

by any party submitting revenue allocatien evidence. :

' On the issue of rate design, CMA notes that D. 88-04-026
modifying D.87-12-066 in Edison’s most, recent general rate,case
makes clear that rate design’ is not an- issue in th;s proceedlng.
CMA. theretore urges the CommlSSlon to deny Edison’s proposal to
reflect all increases in energy~charges, a proposal which was ‘
rejected for revenue increases between general rate cases in-
D.87-12-066 and D. 88-04-026. In QA's opxn;cn, the only _ -
appropriate rate design proposed for the 1nterzm increase is the
CEPC approach recommended in DRA’s. forecast- report. , .U
’ - DGS recommends ‘that the interlm rate increase be set so
that no class recelves,an 1ncrease above that which it would
receive wnth an’ SAPC revenue allocation. In,DGS’s oplnlon,
therefore, resmdent;al rates should be based on an SAPC revenue :
allocation, while the revenue to all ‘other classes should be~based

on a 2/3 SAPC and 1/3 EPMC revenue allocation. S : : u‘,;_‘

CLBCA does not support the use of an SAPC ‘revenue
allocation for the interim increase. In CLECA's oplnlon, the
movement toward EPMC should be. ‘made even in an 1nter1m ordexr to¢3 "
ensure that there is no yo-yoing' efrect between the interrm and
final. rates.

CLECA notes.that Edison s rates have recently become far e

more . aeasonal,‘with higher rates charged during the summer months
In CLECA’S opinion, the eztects o:‘any SAPC-based interin. lncreaae
effective June 1, 1988, which exceeds the zznal increase for any .
class would be aggravated under these circunstances. CLSCA.also

f
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shares DRA’s opinion that an SAPC allocation, even on an interinm
basis, runs counter to the Commission’s stated goal of a full EPMC
allocation for Edison.

On the subject of rate design, CLECA recommends, like
Edison, that any interim increase be applied only to energy
charges. According to CLECA, this approach would minimize the
technical problems of designing rates to account for the increase.
CLECA also believes that if the interim increase received by some : |
classes of customers exceeds their final increase, it would be
unfair for such an increase to be asszgned to demand charges 3ust
at the beginning of the summex season.

B. Discussion | ,

The precedzng comments rerlect a drvers;ty of- opxnaon
regarding the need for, level, and’ implementetxon(ot an interim
rate 1ncrease in this- proceeding. Berore<cons;dering the speczflc
issues raised, we w;ll first discuss our - author;ty for granting ly;
interim rate relief in an ECAC application., ) '

Specif;cally, we . tind that § 454.5 as well as current’. ‘
Commission and: judiczal precedent provide ample support for. 1nrer1mﬂﬁ’

relief being granted in an ECAC proceedxng up to 80% of the revenue v:3
requested. § 454.5 clearly permits ‘and contemplates(the'Comm1551on_ﬁfw

granting interim rate relief in ECAC proceedings Ain advance of
hearing. In eddltion to this statutory-authority, the Calztorn;a

Supreme Court has recently upheld: the Commisszon’s author;ty o ,;HEQ :
‘grant interim rate increases subject to refund when those: increesesﬁ_‘”

are related to investment costs re:lected in'a belenczng account,,v

44 Cal. 34 870 (1988) (xnxul ) The court also found in IHBE thot
the interim increase need not. be- premiled on the. ‘presence . of a 1
tinancial energency or the absence of any dispute regarading: the‘*'
inwestnent costs, but could be besed on other circunotances as’
well. ‘ a o
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With respect to the Commission decision upheld by the
court in IURN, the Commission had found that the following
circumstances justified an interim increase: “the new plant
represented a substantial part of the utility’s total capital
investment, the new plant's operation would result in fuel or
energy savings, and a considerable period of time was-expectee te
elapse before final determination of the prudency of the utility'
investment in the new plant ” IHBE;!;_QEEQ 44 Cal. 3d at p.

876.) The adequacy of the utility's cash flow in the interin
period wa5~also a consideration. In granting the interim increase,*

the Commission stated its- intent not tOvprejudge the- reasonablenesshf“«

of any of the utility s inwestment,costs or to disadvantage either
* the ratepayers or the utlllty-; (IQ-. D 86—04-080, at p. 3 )
‘ ‘ The preceding ‘statutory, regulatory, and judicial

authority are clearly. applicable. to this proceeding. we-also‘rind ‘?m“y

that the standards-set by this precedent have'been met in.this
proceeding and that interim relief for’ Edison is appropriate..

with respect to~the ‘need for an interxn increase, we note‘ﬁ'yf\

that several parties challenge the existence or any facts' N
justizying interim rate reliet in this proceeding- We~disagree
with these partiea and . find that several Zactora in fact aupport a

our granting such reliez for Edison. None of these ractors Sugqest‘ﬁ‘d“’l

the existence of an emergency; but all relate to preserVing the -

tinancaal integrity of the utility, mininizing coste incurred: by o
ratepayers, and- ensuring rate stability fox Edison's cnstomers. ”As'"
mentioned- preViously, however, the existence ot a financial . |
emexgency is no longer a standard which must be met in granting
interim reliet. , S

Among these tactors is the presence or issues’ new-to the tfiv“ﬁl
ECAC proceeding. Consideration of-these . issues-has necessarily T
delayed the start of hearings in this proceeding in order to pernitfifff
suzficient time’ for. all parties to. prepare testrmony and exchange B
data on the issues to be heard. It is to the advantage of the ’
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utility and ratepayers alike that all issues to be heard in the
ECAC are clearly and fully presented to the Commission.

In addition to this delay is the magnitude of Edison’s
requested rate relief. The size of this increase is,made7more
significant when compared to the de minimus revenue changes
resulting rrom Edison’s most recent genernl rate case. In
D.87-12-066 in that proceedlng, Edison was dlrected to reduce its
base revenues by $48.5 million or 0.9% and :.nc:rea.se its major '
additions adjustment clause (MAAC) by $73. 7 mllllon or l 4 percent.
Even with these lnsubstantlal overall revenue changes, the typlca’
Edison res;dentlal customer experlenced a 4.4% rate zncrease due to
the movement toward en EPMC revenue allocatlon.'

These revenue changes obv1ously pale next’ to erther ,
Edlson's orlgxnal request ($627.9 mllllon) or even its second
© vevised: request ($479 & mzllron) in the instant ECAC appllcatlon.
Should the CommlSSLOn continue the movement of, Edison's rates
toward an EPMC revenue allocation in- thls proceeding, a revenue )
increase oz this size. could result in a substantial rate lncrease
to not only residential, but comnercial and. industrial customers as
well. '

We note that,several partles assert that the revenue N
-requlrement for Edison in this proceedlnq is quickly decreasrng.‘f
These statements were based on DRA'* recommended revenue R
requirement of $382.5 mlllioneand DRA’S' assertion that rurther “‘,
reductions night result £ollow1ng 1ts analysis oz Edison”s updated
filing. ‘As it has . turned out, however, DRAs. supplenental ,
testimony submitted on May 13, 1988, now includes an lncrease zn
DRA’s recommended revenue requirement to'$402 5 mlll;on based on

the most recent. dntn available on weather and !uel cost condltzons,:u

erzecting the :orecast period. Edison's additionnl prepared

test;mony yrelded only a minor decrease of $4. 7 nllllon from: xts
revxsed request. ‘ B

.
[
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While the parties were without the benefit of these
updated positions, the recommendations of both Edison and DRA have
consistently been well above the revenue requirement considered in
the general rate case and could result in substantial increases to
several customer groups. This circumstance is most significant to .
the Commission in light ¢f our goal to avoid rate shock and ensurxe
rate stability whenever possible. We believe that the granting of
interim rate relief in this proceeding is an appropriate vehicle -
for realleng that goal smnce it will allow each ratepayer to
adjust gradually to an antmcmpated s;gn;fzcant increase in rates.

Addltlonally, Edison has asserted that granting ;nter;m‘
rate relief is necessary for Edison to-respond to the substautzalj‘
increase in fuel and purchased power costs which it antzcapates-f
As we have stated previously, such an allegat;on does not reflect
the existence of a financial, emergency, but ‘it does serve to-s;gnal“;?
a need for the Commzsszon to. promptly respond to s;gn;zzcantly

increasing costs. 1In mmmumuwm

n;;l;;;gg_ggmmiggign 20 Cal. 34 813 (1978), cited’ with.approvalwbyk
the court in TURN, the court found that the ‘purpose of the ECAC /' -
clause ”is to permlt prompt rate adjustment to offset unusual  “ s
changes in fuel ‘costs”. (;g., at: p- 819.) In that case, the courtuff
also concluded that such prompt rate adjustments could occur in . o
advance of hearings and could be made subject to refund.

We therefore find that the ‘copbination of these: tector"
just;!ies an interim rate increase in th;s proceed;ng- In sum, L
these factors include the signit;cant increase requested by Ed;sonf;-,
and recommended by DRA over’ that only recently granted. zn Ed;son' -‘f
general rate case, the substantial increases. in fuel oosts B
anticipated: by Edison and DRA, the necessary delay in the o
commencement of the proceedinq to-consider ell related issues, and?;“gj
the need to avoid rate shock for all customer groups. S

Our tind;ng of the need tor interim relief in.this
proceed;ng, however, is only'the tzrst step-xn‘granting such. en
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increase. We must also consider the type or level ©f interim

relief to be granted and the manner in which that interim relief
will be implemented.

As we stated in the decision before the court in THRN, it
is our intent in granting any interim increase to avoid prejudgment
of disputed issues if possible. The two most significant issues in

dispute which would be a:fected by an interim rate increase in th.s"'

proceeding are the size of the revenue 1ncrease and the mannexr in
which that revenue will be allocated tovcustomer classes.

We believe that both'issues<can be addressed in this
decision in a manner so that neither issue will be prejudged- Wei
note that § 454.5 accords the Commission great latitude. in grantlng,
interim rate increases up to 80& of the requested level.‘ As'
correctly pointed out by DRA, however, the Commission is not
required to‘grant an 1ncrease of 80% of the. request-_ Rather, the
Commission has the dlscretlon to grant. an. increase based on any .
percentage of the requested amount as long as it does not exceed a
maximum of 80% of that request-.‘ S ' g

In determlnlng the’ approprlate level of 1nter1m reller,
the Commmss;on is concerned like many of the parties, that the - ,
adopted interim 1ncrease not exceed- the revenue requlrement llkely,p‘
to be approved in the rlnal forecast - phase decision.  We must, o
therefore, consider the requested reller ‘to date and the xmpact o£ PR
the revenue increase on each customer class-_ | S |

' Under these circumstences, we f£ind it appropr;ate to
grant a rate increase for all customer classes to a level ne

greater than the lowest percentege increase for any customer gxoup',f L

other than streetllghting, recommended under either. Edlson's or

DRA’s proposed revenue allocetions. Originally, the lowest: figureff““

was reflected in DRA's torecast report hased on a recommended
revenue allocation of a- one-third/two-thirds weighted average of
EPMC and SAPC. This el‘ocation table is contained on page,6-3 or
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DRA’s forecast evaluation report and is based on DRA’s originally
recommended revenue requirement of $382.5 million.

According to this table, the revenue increase to Edison’s
large power class as a whole reflected the lowest increase in rates
to a customer group, other than streetlighting, with a percentage
increase of 4.9%. For the subtransmission group within the ldrgey'
power class, the level of rate increase proposed was 3.8%. In L
DRA’s supplemental testimony, these percentages changed, based on’ a-‘
revised revenue requirement recommendat;on of $402.5 million, to f

4.7% for the large power class as a whole and 3.0% for the
subtransmission group within that class. .

In order to achieve our goal o: not. prejudglng issues zn
dispute in thls proceedlng and not: adoptxng an inter;m zncrease 1n
excess of the final adopted revenue: requirement we . f;nd that a.
system average percentage increase over present rates of 3. 7% is a .

reasonable level of interim relief in thms proceeding.. This level R

of increase results in an overall increase in revenues for Edlson
of $200 million, slightly less than 50% of DRA‘’s. currently o
recommended revenue requirement. When allocated on an SAPC basms ‘
to all customer classes, each class,‘with the exceptzon of ,
streetllghtlng, WIII receive a percentage'lncrease-of 3.7%. ‘Thisﬁ
‘revenue allocation will result in a 1.9% increase to streetllghtlng
customers. : .
The adopted revenue requzrement and revenue allocatzonfﬁ
are reflected in the following table" B
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SOUTHERN CALIFORNIA EDISON COMPANY
REVENUE ALLOCATION BASED ON' SYSTEM AVERAGE PERCENTAGE CHANGE (SAPC) /1
FOR ADOPTED INTERIM REVENUE INCREASE OF $200 MILLION
EFFECTIVE JUNE 1, 1988

FALES PRESENT TOTAL WG FULL ~ SAPC  SAPC WITH AVERAGE
2/ RATE REV /3 REVS. &/ 10,14 % FACILITIES (X) RATE
CUSTOMER GROUP LCWH) €000’s) €000’s) €000's) INC.  (0007s)  (000’s) INC. ‘

DOMESTIC 20,162 1,726,317 1,611,300 2,020,545 17 1,780,719 1,790,213 3.7 0.089

SM/MED POWER -
Gs-1 . 434,915 363,200 455,336 451,017 451,017
GS=2 N 1,560,502 1,225,500 1,536,425 1,618,326 1,618,369

LARGE POWER o -
TOU-8:2ND 5L0,725 - 416,900 522,658 D 560,745 560,745
TOU-B:PRI ' Teb, 662 558,700 700,430 LT, 000 T4, 009
TOU-8:5UB . 185,051 133,200 166,990 191,902 191,902

AGR1CULTURE ‘ , o o :
PA=-1 73 R 117,200 146,952 1 1,2e 151,238
PA-2 : L2071 22,600 7 8- 27,077 2788

STREETLIGHTING s T, 20,000 58,929 (16) . 37,816 TLEMT

e pape O L LI E L T Y S L T L L Ll L DLl bl

4,668,400 5,636,678 4. .5,601,934 5,636,418

9/ Although focﬂitin cMrm and’ optionnl TN -mr churgn have been. oxcludtd from the revenve .
allocstion procns, these amounts have been edded %0 the revenue figures in this tobl.o 1n ondcr to-
cbtain. the correct percentage incresses’ and- average rate cnlculnﬂom. SAPC’ revenue

llouﬂon {e uhoun u(th .and. without facilities charges..

2/ sales ﬁwm rcﬂoct ECAC ul.u uﬂutn, and hm not boen od;unod
for wloyu di u:ountl.

3/ Present nto I'MMI hclu.‘n hcmtiu choms #or !CAC poﬂod por sc:
mral rete case 0.57-12-066. '

& land on InrsinnL Costs from SCE muL nto cose 0.87-12-066. mrgiml cosr revenues
have been- upqltod for ECAC forecast sales, demand and Customers, :

"

23a -
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We note that many parties object to an SAPC revenue
allocation as being at odds with the Commission’s stated goal of
moving towaxrd an EPMC revenue allocation for Edison. We agree with
these parties that the Commission in D.87-12-066 did in fact adopt
a phase-in of an EPMC revenue allocation and indicated that
illustrations of both: SAPC and- phased-in EPMC‘revenue ‘allocations
could be considered in this proceeding. At the time we issuved
D.87=12=066, however, we: did not consider nox' antiCipate the need
for interim rate relief in. Bdison’s ECAC in,1988.

. We there:ore do not- believe, given the need to craft an .
interim decision which is fair to both ratepayers-and participants .
in this proceeding, that we have«been roreclosed from’ adopting an’
SAPC revenue allocation :or the adopted*interim increase. We: !ind
that not only will our approach. create the" least likelihood: or .

prejudging issues to be presented in this-proceeding, but Will also ﬁ{ce‘

substantially avoid any‘ yo—yo"eftect din rates as- suggested by

We' also note that we have previously determined that the
SAPC revenue allocation is to be considered along with a- phased-in i
EPMC approack, in. the rorecast phase of this proceeding.- o

(D-87-12-066, at p. 264 D.88-04=026, at p.u9 ) ‘The use'of an sarc }1« i

revenue allocation in this interim order, however, is not- intended
to-predetermine the issue of ‘revenue allocation,in this’ proceeding
nor preclude the evidentiary showings permitted under D.87-lz-066
and D. 88-04-026. Based on.the level o: interim rate relier

EPMC'revenue allocation tollowing this interin rate,order should
create no’ analogous results in the final rates. :

- With respect towthe inpact of'this interim increase on f‘~f
‘Edison’s AER, we concur with DR& and Edison that, instead of Tl
approving. an’ AER for Edison on: an.interin basis, ‘the’ AER should be"}_;_;
ggmpg:gzilx suspended and- the increased revenues considered as lOO* ﬁfA
Ecnc-related expenses included in the ECAC balancing account.i In ; ‘
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reaching this decision, we are again guided by the previously cited
Commission and Jjudicial decisions. In those decisions, the
approved interim rate increases related to costs reflected in
balancing accounts under which the Commission could lawfully
authorize and easily administer refunds, if necessary.

Further, the court has found in those cases involving
interim rate adjustments related to.a utlllty’s ECAC that a change
in the rates prior to hearmngs would be ”retroactrve in. ‘effect,”
but not “retroactive ratemaking.” (agy;hg:n_ga;u_jquzuLJxah;Lh_ -,J‘
Eubliﬁ_ﬂﬁilisinﬂ_sgm-, 20 Cal. 3d. at 830.) ' In. EQHShs:n_iniIanid;
Edison, the court found. it significant that the periodic f;ﬁf

adjustments in Edison’s. rates brought about. hy*operatron of. the ~*"ﬂ‘

fuel clause contalned ”no element or prorlt whatever. (IQ-r_at';,
P- 813 ) . L

- Whlle the court.had the utllity's return on lnvested
capital in mind in. making that . statement, we note’ that certaln .

similarities exist between. a. utilxty’s AER'and its-rate or returu.d'@i‘7'

In thdsvregard both. are rlxed rates, not subject to balancang
account treatment, which. directly'impact the profits realLZed by
the utility's shareholders.‘p

In this regard the AER'was designed to prov;de utzquY‘

management a direct stake in its :uel management decisrons and anﬁ;.f

incentive to reduce its fuel and’ purchased power expenses., The
application of the AER—there:ore results. in “he ‘shareholder
benefrtdng Aif actual fuel. ang purchased power ‘expenses: are - less |
than forecast and loslng if actual expenses ‘are greater than o
forecast. In, restoring Edison’s AER,. the Commlssion specarzcally%-
emphasized the benefits or the AER mechandsm as a management
;ncentive. (D. 87-11-013 at p.. 14 Yoo :

- Given the nature of the' AER and the court’ _ e
pronouncements, we belleve that the. implementation or:: subsequent_f

adjustment of an interim 'AER-and the subsequent adjustment of the;me“'*

AER in !uture rates.could create the potent;al ror retroactrve o
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ratemaking. Because our adopted approach in authorizing this
interim rate increase addresses most of the concerns expressed by
the parties, we find it unnecessary to risk engaging in retroactive
ratemaking by adopting an interim AER. Our decision to increase
rates based on 100% ECAC-related expenses is also consistent with
established judicial and regulatory precedent with respect to
interim rate increases related to ECAC. Additionally,‘by
temporarily suspending the AER, wenvill not have prejudged'tne-‘
issue of the appropriate level of the final adopted AER.

We wmsh, however, to mnke clear ‘“that’ the suspension of
the AER is indeed temporary. For the benefit of DGS,..our, temporary
suspension of. the AER is based on our need to~£ollOW‘established ‘
legal precedent and in no way reflects any change- in oux findings _f} )
in D.87-11-013 supporting the restoretion of this. rate. We. :
theretore notice all perties to this proceeding that- the issue oz
the status of the AER is not subject: to 1itigation in this
proceeding and: that an AER will be established for Edison in the
final forecast. phase deciSion,in.this proceeding.,

Finelly, we address the issue of rate‘design.
D.87-12-066 in- Edison's most recent general rate. case, we e

considered two-proposels for adjusting the varioue rete components;f§ﬁf}

in the event of- revenue requirement changes occurring between
generel rate cases. Edison proposed to«hold demnnd end customer
cherges constant between general rate.cases ‘and make. all , :
adjustments in the. energy cherges. In contrast, DRA.proposed to
increase demand and customer chergee toward’ their 'EPMC '

relationships for revenue requirement: increeses, but to: hold: them ,]‘"‘

"constant for decreauoe.r After careful: consideration of both
proposals, we adopted DRA’S proposel as a means or rurthering*the

~goal of achieving cost based rates. (D-87-12-066, at. Pp-. 379-381. )y o
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In D.83-04-026, modifying D.87=-12-066, we found that
Edison’s ECAC was not ”the appropriate forum for considering rate
design issues.” We then reiterated our finding that rate design
between general rate cases would be based on increasing demand and
customer charges toward their EPMCdrelationships foxr revenue
requirement increases and}mdintaining those relationships for
revenue decreases. (D.88-04-026, at pp. 8-9.)

Desplte ‘these decisions, Edison has taken the position
both in its ECAC filing a.nd. its comments ‘that any revenue change
occurring in this proceedlng should be allocated ent;rely to~energy
charges. In response to Edison’s posxtlon, DRA states in 1ts o
forecast report. that ”[t]hls torm of .rate des;gn is in’ defiance or
the Commission’s...D. 87—12—066." (DRA Forecast Report, at .p. 5=1.)"
DRA also asserts that “any delay in moving demand and. customer T.
charges toward their EPMcllevel will result in more: dlf!;cult
transitions later. (Id-, at pp.: 5-1 --5—2 ) -

: We find, like DRA, that deson's comments and posztlon ;n
this proceeding are clearly at odds w1th the- fzndlngs of ouxr Two: '
recent deciszons. In contrast, we' find. DRA’S rate design approach
when coupled with its,recommended one-third EPMC/two—th;rds SAPC
revenue allocatlon, to be consistent with our orders as that
approach ins:mue.a dmnd mm:w: and anerqy: ‘charges’ for: each
rate class by tho same: percentagc asrthe revenuc roquirement '
increase for that’ class. : _ ‘ ' ‘

We reject,. however, Ed:.son’s attempt to— rel:.t:.gate the:
issue of rate design in this proceeding.. Despdte what has been
done "tradltionally” in ECAC™ proceed;ngs, ‘the. Comm;sslon bhas :
spec;rically*dlrected the rate design,approach to-be used. between
Edison’s most- recent and- its next general ‘rate case-v There 1s»no

»prejudgment” of this issue. involved in adopting ‘a rate design’for ft'

. -
S -

this interim decis;on s;nce our prlor orders make cleaxr that rate T

design is ln ract not-an 1ssue at all in thxs proceed;ng.
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Edison has apparently finally recognized this
circumstance as it has now filed a petition to modify D.87-12-066
and D.88=-04-026. On April 29, 1988, Edison filed its petition for
modification requesting that ”“it be given the opportunity in ECAC '
Application No. 88-02-016 to present evidence why it is
appropriate, for this ECAC proceeding, to spread the revenue
- increase to energy rate ch&rges only, and to not increase customer
- and demand rate charges- , (Ed;son Petxtxon, at P- 2.) Edisen
states 'in its petltxon that "[i]n the context of the entire rate f
case deczslon, Edlson considers this to be a minor mod;!xcatxon
appropriate for consideration as a Petition for Hodxrlcatzon-
(Id.) -

- On May 6, 1988, CLECA responded to~EdLson's petltlon.

Despite CLECA’s comments supportlng Edison’s proposed rate des&gh L

related to the 1nter1m 1ncrease in this" proceed;ng, -in 1ts responséJ"
CLECA asks the Commlsslon to—reject Ed;son's pet;tzon.for |
modification.

Spec1£1cally, CLBCA challenges Edlson’s request on the
basis that Edison is asking not for a_'minor mod;f;oat;on,’ but a
reversal of an aspect of a rate deszgn determ;natxon made in the o
. general rate case. CLECA observes ‘that Edison should have- flled‘a ?:i
txmely'petxtxon for rehearzng or. reconsxderatlon and not. includedw ;
this issue in a third petition for medification nearly four months f;f
after issuance of the general zate case deczszoa- on this ground '
alone, CLECA argues that Edison’s pet;txon is: unt;mely and' should
be rejected. CLECA, however,-also~seeks reject;on of Ed;son’ L
petition on the grounds that the issue was thoroughly'litzgated andﬁff
conclusively decided in the general rate case. R

While Edison’s petition- is before the Commissxon in the

general rate case, we believe that. some comment ‘on that petzt;onuls'oﬁ

approprxate here as the. relief which,Edison seeks in that petitxon,;7
dircctly impacts ‘this ECAC'prococding.u stated prcviously, ou;
decisions have made cloar tho approach which i: to be used tor ratof

\’r“ .
i "\
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design between Edison’s general rate case, and as such no issue
currently exists to be litigated in this proceeding. We also
concur with CLECA that Edison’s request is not a minor modification
of the rate case decision, but is in fact an effort to relitigate
an issue that has been fully addressed in two decisions.

, We, like CLECA, are also greatly concerned with the
tardiness of Edison’s requested relief. Obviously, with hearings:
to commence on the forecast phase of this proceeding on May 23,
1988, the Commission is without an opportunity to issue a decision’
on.Edlson's-petltlon prioxr to . the hearings. We note that Edison
has been well aware of this schedule-since-zt was adopted~on
March 2, 1988. _ o .

While the merits o! deson s pet;t;on will be exam;ned
and a resulting decision will be issued’ 1n the general rate case [‘

‘proceeding, we find that any” act;on taken in that order can have no5af

effect on the forecast phase -of this proceedlng. To do so, would
dzsadvantage all parties and could in turn delay our goal of
issuing a final deczsxon in the forecast phase of this proceedzng
by September, 1988. - ¢
Flnally, we note that Ed;son and other partles have
suggested that it would: be premature to-adjust ‘demand charges

before new summexr seasonal rates have been amplemented- The 1mpactgff“

of the rate des;gn adopted in Edlson s general rate case coupled '
with a June 1 rev:s;on date for: Edlson'sAECAc is a carcumstance of o
which Edison should have been aware at . the’ time of the issuance. o!'fj
' D.87-12-066 or at least as of the filing of the present: applzcataon;f
in February-. Nevertheless, neither Edison nor any other party lﬁ*;“

brought this matter to—the commassion’s attentxon.unt;l it was’ too " -
late for the Commission to act,’ it necessary praor to hearlngs 1n PR

this proceeding- : .

Additionally, if a !inal order in thls proceedlng had ln s
fact been issued-on the June 1 revision dateﬁ the impact of our
adopted rate design on sumner rates would have been far greater ﬁ;;k
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than the partial rate increase authorized for that date by this
decision. Given the level and manner of rate increase authorized
by this decision, we find that any rate shock to these customers
has been minimized.

Under these c;rcumstances, we find that, for purposes of
this ECAC, we will follow the dictates of D.87-12-066 and
D.88-04-026 which prescribe the rate design procedures to be
followed in this proceeding. For purposes of the interim rate
increase, the CEPC rate design proposed by DRA in its forecast
report will be adopted.

1. On February 11, 1988, Edison £i1ed-this'request for an
electric rate increase of $627.9 million based on increases in
revenue requirement related' to Edison’s ECAC, AER, and ERAM.

2. As part of its appl;catmon, Edison asked’ that the

Commission consider grantlng 1t interzm relzet by its June 1; 1988;g7g¥

ECAC revision date. . : :

3. In support of its request for 1nter1m rel;e: deson
contended in its application that it was unl;kely that the '
Commission would be able to issue a final decrs;on in this
proceeding by June 1. based on' “the. ex;stence of new. zssues in the |

ECAC proceeding and the complex;ty and delays assocxated w:th ECAc-iﬁxﬁ

proceedings. o
4. Based on an update of lts ECAC til;ng, Edzson revised. ;tSpf

- xate increase request on Mhrch 28, 1988, lowering the requested |

level from $627.9 million to $484.1 m;llion.

‘ 5. In its forecast report Tiled. on April 5, 1983, DRA

recommended: a revenue increase :or Edrson of $382.5 million. S
6. Pursuant to an ALY ruling, this matter was bx:urcated‘i

into two phases, a forecast phase and ‘a reasonableness phase, wzth o

comments on the need for and. implementat;on of an interim rate -
increase due Aprxl 20, 1988, and hearzngs 1n the torccast phase
comnencing on May 23, 1988. -
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7. Based on updated energy resource mix and fuel cost
information, DRA submitted supplemental testimony on May 13, 1988,
increasing its recommended revenue level from $382.5 million to
$402.5 million for the forecast period.

8. On May 14, 1988, Edison further lowered its rate increase
request by $4.7 million to yield a requested revenue requirement oz
$479.4 million.

9. The Commission has - carefully revaewed all of the comments"wﬂw

on the issue of an interin rate increase in this proceedlng. i
10. With one except;on, these comments address the-need :or

and level and lmplementation of an interim increase, as well as the.* ';‘
revenue allocation and rate desxgn to be applled to that. 1ncrease. jg;“fwf-

1l. The one~party-not addressing the issue of an 1nter1m _
increase was WMA, the merits of whose comments must therefore be
considered 1n this decxszon separately from those or the other |
parties. : ‘ : ‘ '

12. In both its comments and prepared testlmony in this
proceedzng, WMA asks that the Conmlssion modity the d;verslty ,
adjustment applied to—rates charqed under’ Edison s DMS-Z schedule
based on any change in residentlal rates adopted 1n this
proceedlng. . : ‘ , :

13. The relxef requested by‘WMA in this proceed;ng has
already been sought by WMA by a- petltxon for rehearxng of
D.87-12-066 in Edison's most recent general rate case.

14. By D.88-04-028,. the Cconmission denied WMA‘s petition for

rehearing, and by D.88-04-026, -an order moditying D;87-12-066 the 9'5
Commission made clear that Edlson 5 1988 'ECAC would: not be a’ Iorum ’
for the'relltigatxon of the rate design’ ‘adopted in D.87-12-066. f .
15.- Based on- D.87-12-067 D 88—40-026, and D. 88-04-028, 1t ;s."
inapproprxate for the, Commission in this proceeding to conszder anyii
modification or the- diversity adjustment adopted in.n-87-12—047 nor;
- any part ot wnh's comments or its prepared testimony-which attempt PE
to'raise this issue.'
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16. DPublic Utilities Code § 454.5 and current Commission and
judicial precedent provide ample support for interim relief being
granted in an ECAC proceeding up to 80% of the revenue requested.

17. § 454.5 clearly permits and contemplates the Commission
granting interim rate relief in ECAC proceedings in advance of
hearing. S _

18. fThe California Supreme Court has also recognized the
Commission’s authority to grant interim rate increases subject to
refund when those increases are reflected in a balancing account
and sufficient justification.ror the interim relief has been
presented. . : :

19. In granting the interim increase recently upheld by the
court, the COmmiSSion stated its’ intent not to prejudge the. .
reasonableness of any of the utility’s investment costs ox to
disadvantage elither the ratepayers or the- utility. ‘ :

20. The preceding statutory, regulatory, and . judicial
authority are clearly applicable to'this\proceeding. : !

21l. The standards set. by'this precedent have been met. in this
proceeding, and interim reliet for Edison is! therefore appropriate-‘

22 The existence and’ combination of- the following factors in”
this proceeding justi:y the Commission granting an interim rate .
increase: the Significant rate increase requested in this
proceeding by Edison and recommended by DRA ‘over. the rate. relie!
only recently granted in Edison'sxgeneral rate case, the ‘
substantial increases in-fuel" costs antiCipated by*Edison and DRA, ‘
the necessary delay in the" commencement of this proceeding to - ,
consider new, time-consuming issues recently added to the ECAC, and
the need: to av0id rate. shock tor all customer groups-i.; . i

. 23. None of the preceding zactors suggest the existence of a 1hx.
financial emergency, but a.'L.'L relate to preserving the . zinancial \
integrity of the utility, mininizing costs. incurred by ratepayers, T
and ensuring rate stability ror Edison's customers. | o
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24. Given the lack of financial emergency, the Commission
will not grant interim rate relief in this or any other case
without a2 showing of significant factors at least as compelling as
those discussed above. | : -

26. It is to the advantage of the utility and its ratepayers
that all issues to be heard 1n the ECAC'are clearly and fully
presented to the Commlsslon.‘

26. The revenue requested by Edlson.and the increase
recommended, even with subsequent updating, have consistently been
well above the revenue regulrement considered in the general rate
case and, lf either were adopted a substantial lncrease in rates
could result to several. customer groups._,_“ o

27. It is the. cOmm1551on's goal to-aveid. rate shock and
ensure rate stability whenever’ poss;ble-

28. The granting of interlm rate relief in th;s proceedlng is
an appropriate vehicle for attalnlng rate stability. and will allow
each ratepayer to adjust gradually to»an antlcipated sxgnlrlcant T
increase in. rates. = ... o - . S .

" 29. In granting lnterin rate relief’ln thls proceedlng, the | '
Commission must not. only‘consxder the need - :or that, rellef, but
also the level of interim: relief: to-be granted and the manner ln L
which that relier will be implemented., | S o

30. Consistent with past cOmm1551on practlce, lt is the
Commission’s intention in this. prooeedlng ‘in grant;ng lnterzm
relief to Edison to avold prejudgment of dlsputed issues 1!
possible.. S B O :

31. The two most. sxgniflcant disputed 1ssues-1n thls RO
proceeding which would be. arrected by an 1nterim rate. increase are
the size of the revenue increase and, the ‘manner in which that
revenue will be allocated to~customer classes,” , SRS

32. Under § 454.5, the- Comm1551on has the dlscretlon, but: is- ﬂ;"
not required, to grant an" 1nterim revenue 1ncrease up'to 80% o: the |
requested level.; ‘
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33. In determining the appropriate level of interim relief to
be granted in this proceeding without prejudging any issues in
dispute, the Commission must consider (1) an interim increase which
will not exceed the revenue requirement likely to be approved in -
the final forecast phase decision, (2) changes to the requested
relief to date, and (3) the impact of the revenue increase on eachk
customer class.

34. In keeping with the precedlng findings, it is appropriate .-
for the CommLSSLon to grant a rate increase for all custoners
classes no greater than the lowest pexcentage increase for any . ‘
customer group, other than streetlightxng, recommended. under either
Edison’s oxr DRA’s proposed revenue allocat;ons- ‘

-

' 35. Based on DRA’s supplemental testzmony filed in thls
proceeding, the lowest percentage change: under, either DRA’s or o
Edison’s recommended revenue allocation. is a 4 .7% increase for the @
large power class recommended by DRA.based on.DRA’S one—third |
EPMC/two~thirds SAPC revenue allocatlon‘methodology and a revenue

requirement of $402.5 million." . .

36. In orxder to achieve the Commission’s godl of not
prejudging disputed: issues in th;s proceedzng'and not adoptlng an
interim increase in excess of the final increase 1ikely to be
approved, a system average percentage - mncrease over present rates
of 3.7% is a reasonable level of interim reller., C ~

37. A 3.7% increase over present rates foxr: eacn customer.j‘

¢class, other than streetlighteng (a 1. 9% increase), results in an o

overall lncrease in revenues - for Edison of $200° m;llmon, sllghtly
less than 50% of: DRA’s currently'recommended revenue requlrement-
38. When the cdmmi531on concluded. 1n Ed;son’s general rate
case that both SAPC and phased-in.EPMC revenue allocatxons could be
considered in this proceedlng, the. CommiSSIOn did not consxder nor
antlclpate the need :or Lntermm rate reliet in Edison’s 1988 ECAC. R
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39. The decisions in the Edison’s recent general rate case do
not foreclose the adoption of an SAPC revenue allocation for the
interim increase authorized in this orxder.

40. Adoption of an SAPC revenue allocation in this interim
order is necessary in order to craft an interim decision which is
fair to both ratepayers and participants in this proceeding, to
avoid prejudgment of disputed issues, and‘tofprevent any 7yo=yo”
effect in rates. ‘

41. The use of an SAPC revenue allocation in this interim
order is not. intended to predetermlne the issue of revenue

allocation in this proceeding nox - preclude the evidentiary show;ngs

permitted under D. 87-12-066 and-. D.88—O4-026.~

42. In light of current judicial preoedent on the issue or o

retroactlve ratemaklng, it is reasonable to-temporarmly suspend
Edison’s AER and. to considex the increased revenues approved by .
this decision as 100% LcAc-related expenses lncluded in the. ECAC.
balancing account. : S S : S e

43. The court has- £Ound that lnterlm rate adjustments-related
to a utility’s ECAC. would be. ”retroactzve 1n ef:ect”‘and not

#retroactive: ratemaklng" when adjustments 1n those rates are caused

by operation of the fuel clause.. ‘ : ‘

|  44. While the court has examined the 1mpact of prormt on.

retroactlve ratemaklng limited to«the utility’s- return on znvested
capital, samllarlties exlst between 2 utlllty's AER,and its rate or

return. : W ’

rates, not subject- to balancing account treatment, which dlrectly
lmpact the profits realized by the utility's shareholders.r_
- Given the nature of the AER' and: the court’s

pronouncements, the inplementation oxr adjustnent oz an interim ABR
in :uture'rates raises the potential for, retroactlve ratemak;mge

45.' Both the utllity's rate of return and 1ts AER'are rlxed ‘

"
. :

o o
Lt e
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47. Because the Commission’s adopted approach in authorizing
this interim rate increase addresses most of the ¢oncerns expressed
by the parties, it is unnecessary to risk engaging in retroactive
ratemaking by adopting an interim- AER.

48. An interim increase in rates bhased on 100% ECAC-related
expenses is consistent with established judicial and regulatory
precedent. . _ : ‘ | ' :

49. By temporarily suspending Edison’s AER, the issue of the"f
appropriate level of the final adopted AER will not have been
prejudged. o ,

50. The: temporary-suspenslon o: the AER result;ng from this
decision is based on the Commissxon’s need to- followfestablzshed
legal precedent and.ln no way re:lects any chanqe in the -
Commission’s f;nd;ngs in D.87 11-013 restorlnq th;s rate zor
Edzson.- L : :

: 51. The status of the AER is.not subject to lit;qatxon in
this. proceed:.ngr and an AER‘wzll be establ;shed for Ed;son ;n ‘the-
final forecast,phase decxsion in this proceedlng-.u S A

52. " In: Edison!s ‘most’ recent: general rate case, the CommJSSLon\«x“f“’
found in D. 87-12-066 and D.88-04-026 ‘that- the rate des;gn,between
general rate.cases: would’ be based’on increasing dexand and customer
charges. toward thelr EPMC relationships for. revenue requ;rement
increases and malntaxnxng those relatzonships for revenue :
decreases. - - S ‘ :

3. In D. 88-04-026, the Commlssxon alsorfound Ed;son's ECAC
was not the approprlate.forum for cons;derlng rate des;gn issues.

54. Edzson's recommendatlon in 1ts comments and’ testmmony to
base the rate'design used  for the" interim.and f;nal rate- anreases
in this proceeding on: adjustments to~energy charges only is
inconsistent with the Commission’s. D.87-12-066.and D. 88-04-026-

55. Edison's attempt to-relitigate the issue of rate des;gn
_1n this proceedlng ls anappropriate and should be rejected.f- .
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56. No prejudgment of the issue of rate design will result
from this interim order since D.87-12-066 and D.88-04-026 mnake
Clear that rate design is in fact not an issue in this proceeding.

57. Edison has recently petitioned for modification of
D.87-12-066 and D.83-04=~026 seeking to modifly those orders to
permit the spread of revenue increases to energy rate charges only.

58. While Edison’s petition for modification is before the
Commission in the general rate case, it. is . reasonable to comment on
that petition in this proceedlng because the relief which Edison
seeks in its pet;tzon dxrectly at:ects its ECAC applzcat;on.

59. Edison’s request in its petition.xs not a “minor”

moditication of that rate case orders, but is in ract an ezzort to -

relitigate an issue that has been rully addressed in those
decisions. : , ‘ ;

60. Ed;son's petition.has been fxled too late for the
Commission to- issue a decxsxon on’ that pet;tion prioxr to hear;ngs
commenc;nq in this- proceedzng... , . :

6. In fairness to.all partzes, any action taken zn the
general rate case- regard;ng the merits of Edison's ‘petition can -
have no effect on. the forecast phase of this' proceed;ng..

rate case coupled with ‘a June 1 revis;on.date for Edzson's ECAC is
a circumstance of which, Edison. snould have been aware- at the ‘time

I I .

-

Y o

o,

i .
oy

| .

62. The 1npact of the rate design adopted in Edison’s general.

of. the 1ssuance of D.87-12-066 or at- least at the t;me deson zzledvﬁﬂ“J

the instant applxcation in. February) 1988. N
63.” If a rinal order in this proceedxng had 1n fact’ been
issued on the June 1 revismon date, ‘the zmpact of our adopted rate

design on sunmer rates would have been far greater.than the part;al‘ff

rate increase. authorized:for that date oy this-dec151on.

64, Grven the level and manne: ot rate increase authorized bylﬁﬂf L

this decision, any rate. shock to’ Edison'S—customers caused by our
following the rate design ordered- in,D-37-12-066 and D. 88-04-026
should be m;n;m;zed. ’ S
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65. Absent any Commission decision to the contrary, it is
reasonable to follow the dictates of D.87-12-066 and D.88-04-026
which prescribe the rate design procedures to be followed in this
proceeding.

66. The CEPC rate design proposed by DRA in 1ts forecast
report is consistent with D.87-12-066 and D.8§38-04-026 and is the
appropriate basis for the rate design to be used for the intexim
rate increase ordered by this decision.
conclusions of Law

1. The comments and prepared testinony submltted by WMA
which address,the modiflcatzon of ‘the- diversity adjustment adopted
in D.87-12-047 1n A.86-12-047 should not be cons;dered in- this
proceeding. L. :

2. . Based -on current statutory, Judicial, and regulatory
authority and the existence ot several factors justazying anterrm
relief,. Edason should be granted an Lnterlm rate increase by. thas
decision. ' o : S »

3. In grantlng lnterim relze: in thas proceedang, the
Commisslon should consider not only'the need :or that rellef but
also the level of 1nter1m relief to be, granted and the manner in -
which that relief should ‘be 1mplemented. -

: 4. The Commission should. grant interzm rel;er in a manner -
which avoeds ‘prejudgment of dlsputed issues, does not exceed the

' revenue requirement likely*tovbe approved,in the £inal forecast - :
phase decision, and considers. changes to. the. requested relief to t

date and the impact of ‘the revenue increase on. each customer class.gﬂ,?a”

5. The Commission should grant a rate increase zor all -

customer classes no greater~than the: 1owest percentage zncrease for{}ﬂu o

any customer group, other than.streetlighting, recommended under
either Edison's or. DRA’S. proposed revenue allocatzon.
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6. In keeping with the preceding goals, a system average
percentage increase over present rates of 3.7% for all customer
classes other than streetlighting (a 1.9% increase) with a
resulting revenue increase of $200 million should be adopted for
Edisen in this decision. : :

7. The use of an SAPC revenue allocation in this interim
order should not be considered as predetermining the issue of
revenue allocation in this proceeding nor precluding the
evidentiary showings permitted undexr D.87-12- -066 and D. 88-04-026.

8. Edison’s AER should be temporarxly suspended and the .
increased revenues approved by this decision’ should ‘be consmdered
as 100% ECAC-related. expenses.included in the" ECAC balanc;rg
account. - ‘ ‘

9. The status of Edison’s AER should not. be the subject of

litigation in tris proceeding, and an AER .should be -established- for *‘;"fﬁ

Edison in the final forecast. phase decision in. this proceeding. -
10. Edison’s recommended: rate design in this Proceeding, '
based on retlecting XeVenue . increases in energy charges only,

should be rejected:as inconsistent with D.87-12-066 and- D.aa-od-ozs f_f]

in Edison’s general. rate case application, A-86-12-047.

1l. Any action- taJcen in/ Edison'a- gene:r.'al vrate case address:.ng

Edison’s recently filed petition tor modification.or D.87-12-066
and D.88-04-026 relative to—rate design should have no effect on
the forecast phase of this proceeding.'~v : - L

12." Edison should have’ been aware of the 1mpact of. the rate
design adopted in Edison’s general rate ‘case coupled, with' a June l
revision date for‘Edison's ECAC as of. the lssuance of D. 87-12-066
or at least at ‘the' time - Edlson riled the instant appllcat;on in B
' February, 1988. g N \ : ,

13. Absent a CQmmlssxon.decision to the contrary the
dictates of D. 87-12-066 and D. 88—04-026lwh1ch prescrlbe the rate_lo f
design procedures for thls proceed;ng should be !ollowed.
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14. The CEPC rate design proposed by DRA in its forecast
report is consistent with D.87-12-066 and D.88=04-026 and should be
adopted as the rate design to be used for the interim rate increase
adopted in this decision.

INIERIM_ORDER

IT IS ORDERED that: -
1. On an interim basis, Southern Callrornra Edison Company o

(Edison) is authorized to increase lts.Energy Cost Adjustment ‘

Clause (ECAC) revenue requirement by $200 m;llzon resultmng Ln a“

3.7% system average percentage ;ncrease over present rates to all:

customer classes, except streetllghting for which a 1.9% 1ncrease

15 authorxzed. Thrs revenue 1ncrease shall be subject to refund

and shall be attrlbutable 100% to expenses related to Ed;son's Lo

Energy. Cost Adjustment C1au e (ECAC) and included in" Edlson's ECAC ?f‘fﬁ)ﬁ

balancing account. , e S ‘ |

‘ . 2. On or a!ter the ef:ect:we date or tb.:Ls order,. and at

least 3 days prior to their. e:fective date, Edlson ‘shall lee
revised tariff schedules for electric rates rerlectlng the revenue '

y increase authorlzed by th13~decxsion. The revmsed tar1££ ‘Schedules” (‘_”[?
shall become efrective on or a:ter‘June 1, 1988 and shall comply
with General Order 96—A., The rev;sed tarifzs shall apply to
service rendered. on or atter their eztective date..

3. Edison’s. Annual Energy Rute (ABR) shall be suspended
temporarlly‘pendrng a tinal order rn the torecast phase or this
proceedlng. S CoL ‘

‘The status of Edrson s AER shall not be the subject of ),gjﬂi'

lltmgatlon in th;s proceeding, and an.AER‘shall be establlshed for

Edison in. the final torecast phase decxsion in this proceedlng- ' -gf"

"
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S. The use of an SAPC revenue allocation in this interim
order shall not be considered as predetermining the issue of
revenue allocation in this proceeding nor precluding the
evidentiary showings permitted-under‘D.87-12—066_and D.83¥04-026-
6. Edison’s recommended rate design in this proceeding,
based on reflecting revenue increases in energy charges only, snall
not be considered in thls proceed;ng noxr shall any Commlssmon
decision on Edison’s petition for mod;f;catzon,or D.87-12-066 and
88-04-026 on this 1ssue effect the scope of the rssues to be heard
:m the forecast phnse of th:x.s appl:.cation.
7. Absent a Commlsslon decision to the contrary, the’
dictates of D.87-12-066 and D.88—04-026»wh1ch prescr;be the rate
des;gn procedures for thls proceed;ng shall be followed.
, - The Class Equal Percent Change rate des;gn proposed by
the DivxsxonNor Ratepayer Advooates (DRA) in 1ts forecast report is . "
_consistent with.D 87-12-066 ‘and: D. 88-04-026-and shall be adopted as’'
- the rate des;gn to be. used tor the 1nterrm rate lncrease approved o
 in this. dec;sion. ‘ Do ' ‘ Coe
9. The comments and prepared testrmony subm;tted by western T
Mobilehome Association which. address ‘the modlzlcatron of the:
diversity adjustment adopted in D 87-12-047 in Al86=12-047" shall
not ke’ conszdered in this proceedmng consistent. wrth D. 7-12-066
D.88-04=026, and D. 88-04-023 in Edison s most recent general rate
case, A.86-12-047.. R :
This order 1s effective today.z, _
. Dated May 25, 1933, at Sa.n Fra.nc:usco, Ca.lzzorna.a.

”STANIEY‘W: HULETT
President
DONALD VIAL .
FREDERICK R. DUDA "
G+ MITCHELL WILK °
JOHNN"B. OFANIAN -
‘ Commissroners
R CER‘R'.Y‘WAT MS D"C!"' i
VVAS;RP?NSJ”D*E(Xnt Agovﬁ
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reasonableness of its nonstandard contracts with qualifyin
facilities for a three-year periocd beginning December 1, 1984.
As part of its application, Edison also requegted that
;ts,proposed AER be implemented on an interim basis oy June 1,
1988, and remain in effect until a final Comm;sszon ecision for
the forecast period. The AER is a fixed rate, a

ECAC, which is not subject to balanCing account eatment and wh;chf"'

(D.87=11-013.) Based on 1ts orxgznally T, quested relief, Edmson'f}‘l
proposed AER revenue. increase for its 1988 ECAC was $55.5-m111;on;}7'
In support of its requested nterxm relzef, Edlson ' R
asserted in lts appl;catlon that the complex;ty of past ECAC
proceedings, the recent add;tzon of/new .issues it thxs.proceedzng,'f_,
and a history of delays in ECAC p oceedlngs made it unl;kely that a{f”g
Commission dec;szon adopting- anpfial ECAC rates would ‘be issued by ST
Edison’s June 1, 1988, revisioy date. The new issues.to whlch
Edison referred: stemmed from ecent Commission decislons ;n
Edison’s most general rate gase (A.8 6-12-047) and the generic

standard offer proceedlng A_82-02-044, et al ).‘ Primarily, these:, -

issues relate to the det ;nation of !actors used in the :
calculation of prices pxid by the utility to~qua1;£y1ng racxlztzes.
‘Because of these circumstances, it was Ed;sonfs op;n;onp !
that adoption on an jhterinm basis of. Edison's proposed AER would '
mitigate the r;sks o‘ratepaye:s .and shareholders trom either 'f‘
understatment or erstatement of AER revenues-during per;ods or
changing energy . rices. (1.88-02-016, at. P- 25—26 ) Edison
further stated Ahat variations in AER-revenue, resulting trom the

difference be een. Edison’ s proposed 1nterim»A£R:and the tinal AER:fgwﬁ‘

adopted in is proceeding, could be retleoted in subsequeut S
adjustment to the ECAC balancing account and future ECAC rates. .. ..
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marginal cost structure and rate design adopted in D.87-12-066."
(D.88-04-026, Finding 22, at p. 19.)

We note that D.8§8-04-026 and D.88~04-02¢/ were issued
prior to the due date in this proceeding for comfents on interim
rate relief and prepared testimony on rate desjin and revenue
allocation. Nevertheless, WMA persists in bofh its comments and
prepared testimony to attempt to raise the j)ssue of modification of'
the diversity adjustment in thzs proceeding. In both documents,
WMA has included a computer model embody' g 1ts-methodo1ogy for
calculating the diversity adjustment..« R

We reject WMA’s’ renewved attefpt to.lltxgate the issue or |
the calculation or modification of
proceeding. D.87-12-066, D. 88-04—0£6, and D.88-04-028 make clea: o

that the issue of the dzversity adjustment is not to\be oons;dered o ’

1n this proceedxng, o

We also rem;nd WMA thAt 1ts divers;ty estlmate was’ L
adopted in D.87-12-066 1argel' because it ~closely mirrored” the =
level of adjustment adopted or Pacific Gas and: Electrlo Company.
Neither of the methodologl ‘ presented by Edison or WMA, however,:
wvere :ound to provide an propriate baszs fox calculatzng the
dxversity’adjustment in- e tuture.” We' therefore did. not approve
WMA’S methodology based/on ‘a random,sample of 29 units- nor did we
ordexr any adjustment of WMA's est;mate based on’ that methodology
prior to the next gengral rate-case. -’ Instead the goal of ‘

D.87-12-066 had bee to~adopt the. best. avallable adjustment facto*wf:ﬁ

also rererenced in D. 88-04-028, is to be based onyﬁ;
of. mobilehome parks which deson indlvadually

weAtheretore :ind that WMA's comments.and proposed
teatimony if this proceeding are beyond the scope of this IR
proceeding/ we'suggest that th.devote its efforts to-developxng awﬁw
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utility and ratepayers alike that all issues to be heard in the
ECAC are clearly and fully presented to the Commissign.

In addition to this delay is.the magnitudé of Edison’s
requested rate relief. The size of this increase/is made more
significant when compared to the de minimus revefiue changes
resulting from Edison’s most recent general raje case. In ‘
D.87-12-066 in that proceeding, Edison was difected to reduce its
base revenues by $48.5 million or 0.9% and jyhcrease its ma:or _
additions adjustment clause (MAAC) bv $73. million or 1.4 percent.
Even with these insubstantial overall reyenue changes, the typzcal
Edison residential customer exper;enced a 4.4% rate xncrease due- to
the movement toward an EPMC revenue allocation.

These revenue changes<obv1 sly pale next to e;ther ‘
Edison’s original request ($627.9 ll;on) or even its second’
revised request (3479 4 mxllion) A the instant ECAC appllcat;on.
Should: the Commission cont;nue‘, e movement of Edison’s rates |
toward an EPMC revenue ellocat' n in thls proceedlng, a revenue N
increase of this. size could rebult in a substent;el rete ;ncreese
to not only res;dent;al but commerlcel end industrzel customers es

We note thet 5e ral pertles essert that the revenue L
requirement for Edison iy this proceedzng is quickly decreeszng.“f'
These statements vere B’sed on DRA’s recommended revenue |
requirement of $382. 5'.illion/end DRA’s assertion” that rurther

filing. As it has urned outr however, DRA’s supplemental ‘
testimony submitt onAMay 13, 1988, now includes an increase ;n
DRA's recommende revenue requirement to‘$402;5vmzllion based on

the most recen' data available. on weather and fuel cost cond;tlons «f-

affecting the'forecast period. zdison’l additional. prepered o
testimony yiglded only e-ninor decrease of $4 .7 million rrom its
revised re est. ' ‘
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We note that many parties object to an SAPC revenue
allocation as being at odds with the Commission’sg stated goal of
moving toward an EPMC revenue allocation for Edison. We agree with
these parties that the Commission in D.87-127066 did in fact adopt
a phase-in of an EPMC revenue allocation ap@ indicated that
illustrations of both SAPC and phased-in revenue allocations
could be considered in this proceeding. At the time of we issuedff“
D.87-12-066, however, we did not consjfler nor anticipate the need’
for interim rate relief in Edison’s XCAC in 1988. o

We therefore de not beli e, given the need to'cratt an '
interim decision. which is fair to/both ratepayers and: partlc;pants
in this proceeding, that we' hav been toreclosed from adoptlng an-
SAPC revenue allocation for adopted lnterlm anrease, -We rxnd
that not only will our appro" creete—the 1east llkellhood of
prejudging issues to be pre ented in th;s proceedxng, but.wzll also
substantlally‘avold any ”y “yo' e!fect in rates as suggested by ?ff

We also note , at we. have prevzously‘determlned thnt the
SAPC revenue allocatioy is to be consxdered, along with a. phased-xn ,
EPMC approach ‘in the £orecast phase of thls proceedlng. | '
(D.87-12-066, at P- 64 D. 88-o4~026 at p. 9a) ‘The use or an SAPC
revenue allocat;on n thls ‘interim: order, however, 1s-not 1ntended
toApredetermxne th issue of revenue allocatlon in this. proceedzng
nor preclude the vident;ary showings,permitted under D. 7-12—066
and D.88-04-026./ Based on-the level of interim rate rel:ef ‘_‘
approved in thig decision, adoption of a further’ phase-in . of an“'¢"~
EPMC revenue a location tollowing this interim rate order should
create no ana ogous reeults in the tlnal rates. CoL ;

: respect to the impact of this interim increase on
Edison’s r we eoncur'with DRA and' Edison.that, instead of B
approving & AER for Edison.on an interim basis, the AER should bezﬁ*

p il suspended and- the increased revenues considered as 100&'
ECAC-related expenses included in. the ECAc balanczng eccount. :n§~
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reaching this decision, we are again guided by the previoysly cited
Commission and judicial decisions. In those decisions, ¥he
approved interim rate increases related to costs reflecked in
balancing accounts undex which the Commission could lgwfully
authorize and easily adninister refunds, if necessapf.

Further, the court has found in those cafes involving
interin rate adjustments related to a utility’s BCAC that a change
in the rates prior to hearings would be “retroagtive in effect,”
but not “retroactive ratemaking.” (Sou ..,.‘.@ Edison Co. v
Rublic Utilities Com., 20 cal. 3d at 830.) fn Southemn California
Edison, the court zound it significant that/ the periocdic
adjustments in Edison’s rates brought abodt by operation of the
fuel clause contalned ”no element of Pr9 rit whatever.” IQ.,vat
P. 818.) ‘ E g o | ) -
While the court had the utifity’s return on invested
capital in mind in making“that'stat ent, we'note'that‘certain; -
sinilarities ex;st between a utzl y’s AER and its rate of return.j
In this regard both are fixed ra s, not subject to‘balancing
account treatment, which direct _ impact the prozits_real;zed by v
the utility’s shareholders. ! b

o In this regaxd,. th AER‘was deslgned tovprovzde utllxty -
management ‘a direct stake iy fes ruel management decisions and’ an }-5 a
incentive to reduce its ru 1l and’ purchased. power expenses. The .
application of the AER thérefore results in’ the shareholder .
benefiting if actual fugl and purchased power expeﬂse are le
than forecast and losiy dg if actual expenses are greater than -
forecast. In restorifg Edlson's AER, . the CommiSSlon specif;cally
emphesmzed the benefA ts of the-AER’mechanxsm as a mafagement
incentive. (D.87- —013 atp. 14.) o e T

Given the nature of theAAER/end the court's. ‘
pronouncements, e believe that the implementation or. ubsequent L
adjustment of ay interim AER and the subsequent adjustment of the f]
AER in £uture ates could create ‘

- ‘
‘ J
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the potential for retroactive ratemaking. Because our adopte
approach in authorizing this interim rate increase addres

Our decision to increase rates based on 100% ECAC~reldted expenses
is also consistent with established jud;c;al and regulatory
precedent with respect to interim rate increases

Additionally, by temporarily suspendxng the AER, we will not haVe
prejudged the issue of the appropriate level © thevflnal adopted.,
AER. ‘

We wish, however, to make clear t)fat the suspension of =~ - .
the AER is indeed femporary. For the ‘ben it of DGS, our temporafy*f?lwv
suspension of the AER is based on our nedd to follow. establ;shed
legal’ precedent and in no ‘way reflects MAny change in our-f;ndmngs
in D.87-11-013 support;ng the restorafion of th;s rate. We ;
therefore notice all partles to thi proceedlng that the- issue or
the status of the AER is not: subjedt to lzt;gat;on in this

proceedzng and that an AER.wall bf established for deson 1n.the
final forecast. phase decision. in/this proceed;ng.

' anally, we address e 1ssue of rate des;gn. In
D.87-12-066 in’ Edzson s most ecent general rate case, we

conszdered two proposals for, adjustlng the various rate. components<3v-'

in the event of revenue reglirement changes. occurrlng between
general rate cases. Edis proposed to hold demand and- customer
charges constant between qeneral rate cases and make all
adjustments ‘in the enez; charges. In con:rast DRA proposed to
increase demand and- c\ tomer charges toward thelr EPMC _ LT
relationships £or reyknue requirement increases, but: to~ho1d them p*'
constant for decreasgks. Atter careful’ conszderation~o£ poth . '
proposals, we adopyed DRA’S: proposal as a means of further;ng the |
goal of achieving/cost based rates. (D.87-12-066, at’ pp. 379-331 ),-‘11
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16. Public Utilities Code § 454.5 and current Comm;s on and
judicial precedent provide ample support for interim ret>er being
granted in an ECAC proceedlng up to 80% of the revenue regquested.

17. § 454.5 clearly permxts and contemplates th commzss;cn
granting interim rate relief in ECAC proceedxngs infdvance of
hearing.

18. The California Supreme Court has also Jfecognized the
Commission’s authority to grant interim rate ijycreases subject to
refund when those increases are reflected in A balancing account
and sufficient justification for the inter' - relief has been
presented. ' ‘

19. deleted.

20. In granting the interim i eese recently upheld by‘the~"“
court} the Commission stated its tent not torprejudge the,
reasonableness of eny of the. uti ty’s investment costs or o
dxsadventage exther the ratepay s or the ut;lxty. .

21. The precedlng statu xry, regulatory, and gudxclal
euthorlty are clearly appli le to-th;s proceed;ng-

22. The standards set Y this precedent have been met in th;s]:ﬁ}¢~
proceed;ng, and lnterlm re ief for Edzson is thercfore approprxateﬂ?ﬁf‘;
23. The ex;stence a combtnatmon of the :ollow;ng zactors xn» -

this proceeding justify Ahe: Comniasion grantinq an interin rate
increase: the signifig nt rete increase requested in this
proceedxng'by Edison gnd recommended by DRA over the rate relief
only recently grante in Edison’s. general rate case. the - p
substantial increas s in fuel costs anticipated bY Edison;and DRA*“V'
the necessary delaf in the commencement of this proceeding to

consider new, ti -consumzng issues recently added to the ECAcr‘and_;[

the need to avoj rate shock for all cuetomer groups.
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24. None of the preceding factors suggest the exjStence of a
financial emergency, but all relate to preserving the/financial

will not grant interim rate relief in this or
without a showing of significant factors at Jeast as compelling as
those discussed above. y

26. It is to the advantage of the u ;l;ty and its ratepayers
that all issues to be heard in the ECAC Are clearly and fully
presented to the Commission.

27. The revenue requested by EJlson and the 1ncrease
recommended, even with subsequent ufdating, have consistently beenﬁtv
well above the revenue requ;remen cons;dered in the general rate ft
case and, if eithexr were adopted/ a substantxal anrease in rates |
could result to several custom :

28. It is the Commissio 'S goal to avo;d rate shock and
ensure rate stability whenev x possible.

29. The granting of ,
an appropriate vehicle fo atta;nxng rate stabzllty ‘and will allow
each ratepayer to adjust ‘radually to an ant;cipated sxgnxf;cant
increase in rates. ' : : : . o

30. In grantlng nterim rate relxer in. th;s proceed;nq, the
Commission must not o y'consider thc need tor that relict, but
&1softhe level of inferim relief to be grantad and the . nanner in
which that relief will be melemented.‘~‘ , ‘ : .

3l. Consistefit with past. Commission practice, 1t is the
Commzss;on s intghtion in this prcceed;ng in: grantxng znter;m
relief to Ediso to avoxd prejudgment of disputed lsaues lf
possible. | > : : D

32. Theftwo most sxgnzricant dlsputed xssues'ln thds ”’
proceedxng w xch would be affected by an- Lnter;m rdte increase are"
the size of the - revenue increase’ and the manner 1n wh;ch that

o P g L R T Lt L ALYy TR A LTS g N A e e et 8 T S I R g Ty, bW TR YRR pe e pume, e
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revenue will be allocated to Customer classes.
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33. Under § 454.5, the Commission has the discr t§£:f but is.
not required, to grant an interim revenue increase up}to 80% of the
requested level. ‘

34. 1In determining the appropriate level of interim relief to
be granted in this proceedxng without prejudg’ g any issues in ‘
dispute, the Commission must cons;der (1) an/interim increase which
will not exceed the revenue requlrement lijely to be approved in |
the final forecast phase decision, (2)'c-i ges to the requested =
relief to date, and (3) the 1mpact of tile revenue increase on eadh
customer class. |

35. In keeping with the prece-~ng fzndzngs, ;t is approprzate~'f~1;;

for the Commission to grant a ratg-increase~for all customers
classes no greater. than the lowe, percentage increase for any -

customer group, other than stra~tlightxng, recommended under ezther§~7ﬁf

Edison’s or DRA’s proposed re'enue allocations.
36. Based on DRA’s supfPlemental test;nony filed in this
proceedxng, the lowest perfentage change under e;ther DRA's or

EPMC/two-thirds SAPC
requirement of $402. fmillion.

37. In ordex fl -achieve the Commlssion’s goal o: not o
prejudging dxsputef‘xssues in this proceed;ng and not adopt;ng anwf

interim increase gn excess of the final- increase likely to be

approved, a systfm average percentage increase over present rates“;fﬂf

of 3.7% is a r;-sonable level of interim relxef.
38. An3 % increase over. present rates for: each customer

class, otherfthan streetlighting (a'1.9% increase), results in- anﬁjf:'

overall in.,eale in revenues for: Edison of szoo million, sl;ghtly;
less than $0% of DRA's currently rocommended revenue requirementtqugj
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39. When the Commission ¢oncluded in Edison’s general rate
case that both SAPC and phased-in EPMC revenue allocations c¢couXd be
considered in this proceeding, the Commission did not consid
anticipate the need for interim rate relief in Edisoen’s 19

40. The decisions in the Edison’s recent general rake case do,
not foreclose the adoption of an SAPC revenue allocati
interim increase authorized in this oxder. : o

41. Adoption of an SAPC revenue allocation in/this interim
order is necessary in order to craft an interim '
fair to both ratepayers and partmc;pants in thl proceedzng, to
avoid prejudgment of disputed lssues, and to ‘ event any ”yo-yo”
effect in rates. D S ‘

42. The use of an. SAPC revenue ello t;on in th;s Lnterrm
order is not 1ntended to predetermzne th‘ issue of revenue

allocation mn thds proceedlng noxr prec' de the evmdent;ary showrngs

permitted undex D. 87-12-066 and D.88=f£4- :
43. In.llght of current judlc'al precedent on,the issue of
retroactive ratemak;ng, it is rea nable to temporar;ly suspend
Edison’s AER and to. cons;der the 1ncreased revenues approved by
this decision as 100% ‘EcAC-relafed. expenses lncluded ;n the ECAC
balancing account. : ‘ - C
44. The: court has found that ;nter:n rate adgustments related
to a ut;lrty's ECAC"would b 'retroactrve mn,erfect” and not

K
1

”retroactzve ratemak;ng” en adjustments rn those rates are cau.edw'

f

45.. While the couyt has examlned the 1mpact oz prof;t en . .
retroactrve ratemaklng limited to the ut;l;ty's return on 1nvested f

capital, s;mllarxtles ‘exist between a ut;llty’s AER and lts-rate o:
return. ‘

46. Both the t;llty’s rate of return and lts AER are faxed
rates, not. subje to balanczng account treatment, which: dzrectly
impact the profi s realized by the utrlmty s shareholders.

W;;,

by operation of’ the fuel clause.. Lo BRI o ‘*kv‘m
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47. Given the nature of the AER and the court’s
pronouncements, the implementation or adjustment of an inter;
in future rates raises the potential for retroactive ratem

48. Because the Commission’s adopted approach in a
this interim rate increase addresses most of the concephs expressed
by the parties, it is unnecessary to rmsk engaging i retroact;ve
ratemaking by adoptmng an interim AER.

49. An interim increase in rates based on 190% ECAc-related

expenses is consistent with- establlshed 3ud1e1a and regulatory
precedent. ‘

50. By temporar;ly suspendlng Edlson's X, the 1ssue of the"“ :

approprmate level of the :inal adopted AER ;11 not have been
prejudged. o . . B :

S51l. The temporary suspens;on ot h AER resultzng from thzs
decision is based on the Commlss;on's eed to»toIIOW'establzshed
legal\precedent and in no way reflect any-change 1n the =
Commission’s. f;ndxngs in D. 87-11-01 restorlng thxs rate ror
Edisen. » ‘ : S *

52. The status of the AER i not: subject to lxtlgatlon in.
this proceedzng, and an AER w11 " be establlshed\for deson ln the
final forecast phase decnslon n th;s proceedxng.; o .

53. In Edison’s most rebent: general rate’ case, the Comm1551on
found ;n D. 87-12-066 and D. 8-o4~0261that the rate desxgn between -
general rate cases ‘would b rased on 1ncreasmng <demand and customer ;
charges toward their EPM relat;onshmps for revenue requ;zement ‘

increases and ma;ntalnl those relatlonshlps ror revenue 5
decreases. : ' : ' )

54. In D.88~04- 26, the: COmmzs 1on al 5o found Edz on’s ECAC ,“ﬁiﬂ

was not the appropr te forum ror consmdermng rate deszgn.;ssues.
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53. Edison’s recommendation in its comments and tesgtimony to
base the rate design used for the interim and final ra¥e increases
in this proceeding on adjustments to energy charges y is
inconsistent with the Commission’s D.87-12-066 and/D.88~04-026.

54. Edison’s attempt to relitigate the issyé of rate design
in this proceeding is inappropriate and should rejected. ‘

55. No' prejudqment of the issue of rate/design will result -
from this interim order since D.87-12-066 apd D.88-04-026 make
clear that rate design is in fact not an igsue in this proceed;ng. R

56. Edison has.recently petitioned for modification of.
D.87-12=-066 and D.88-04-026 seeking to odity those orders to -
pernit the spread of revenue ‘increasey’ to energy rate charges only;

57. While Edison’s. pet:t;on oL modzficatzon is bezore ‘the

Commission in the general rate casd, it is reasonable to comment on ,f )

that petztxon in this’ proceedlng~, cause the relief which Edlson
seeks in its petit;on directly ffects its. ECAC applxcat;on.
58. Ed;scn's request xn ts" petmtxon.ls not a “minoxr”.

modification of that rate cag orders, but is in fact an effort. to RIS

relitigate an 1ssue that ha been Iully addressed in those
decisions. ‘ ‘ ‘ '

59. 'Edison’s petit'on has beenetzled too-late for the -
Comnission to 1ssue ad cision on’ that pet;t;on przor to-hearlngs B
commencing -in this PT eeding.- :

60. In'fairnes to all parties, any action taken in the ,
general rate case r arding the ‘merits of Edison’s pet;t;on can ] -
have no effect on- ' e rorecast phase of this proceeding.- S

61. The inmp, ct'or the«rate dasign.adopted in Edison’s general“w
rate case coupled with a June 1 revision date for Edison’s ECAC xs,dfg
a circumstance £ which Edison should have been aware at the time NN
of the issuanck of D.87-12-066.0r at 1east at the time Edzson tzledﬁvy
the instant _plication in February, 1988.
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62. If a final order in this proceeding had in fact be
issued on the June 1 revision date, the impact of our adoptéd rate
design on summer rates would have been far greater than
rate increase authorized for that date by this decisio

63. Given the level and manner of rate increase/authorized by
this decision, any rate shock to Edison’s customers/caused by our
following the rate design ordered in D. 87-12-066 d D.88-04-026
should be minimized. S .

64. Absent any cOmmissioh‘deciﬁioh\to‘ e contrary, it is.
reasonable to follow the dictates of D.87-12-066 and D.88-04-026 ‘
which prescrzbe the rate desxgn procedurey to be tollowed in thzs
proceedxng. ' R

65. The. CEPC rate. design propos by DRA in its forecast
report is consistent with D.87-12-06 and D. 88-04-026 and is the.
appropriate basis for the rate desibr to-be used for the 1nter1m
rate increase ordered by this de sion.

1. The comments and pr ared test;nony subm;tted by WMA

which address ‘the modxfzcat' n of the d;vers;ty adjustment adopted-

in D. 87-12-047 in A.86-12- 47 should not be- cons;dered in thxs‘r.f:‘“:
proceedxng. , S , . :
2. Based on cury nt statutory, jud;cxal, and regulatory

authorlty and the exigtence of several factors just;tyzng 1nterxh‘ '1‘”'

relief, Edison shoul' be granted an interim rate increase by thls
decision.

3. In gran ing interim relie! in this proceeding, the | g
Commission shou consmder not only the need for. ‘that relzer, but
also the level of interim relief to be granted and the manner zn
which,that re ief should be implenentad.lﬁ
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4. The Commission should grant interim relief in a manner
which avoids prejudgment of disputed issues, does not exceed the
revenue requirement likely to be approved in the final forecast
phase decision, and considers changes to the fequestec relief to
date and the impact of the revenue increase on each customerx class.

5. The Commission should grant a rate increase for all '

customer classes no greater than the lowest percentage increase for

any customer group, other than treetlighting; recommended under -
either Edison’s or DRA‘s propose - revenue allocation. .

6. In keeping with the preteding goals, a system average
percentage increase over present rates of 3.7% for ‘all customer
classes other than streetlighting (i 1.9% increase) with a

resulting revenue increase of $200 mdllion should be adopted for f' o

Edison in this decision. ‘ ) ‘

7. ‘The use of an SAPC revenue al ocatzon in th;s ;nter;m C
order should not be cons:.dered as prede e rmining the :.ssue of
revenue allocation: in th;s proceedxng nor\pxecludmng the

evidentiary showings pemtted under D.87-12-066 and: D.&8-04—026.;,.._. e

‘8. Based on current legal precedent on the—;ssue of
retroactive ratemak;ng, deson s ABR should be- temporar;ly
suspended and the increased revenues approv - by this decLSLon i
should. be consxdered as 100% ECAC-related expenses included in the
ECAC balancing ‘account. .

9. The status of Edison’s AER should no be the subgect of .

1it1gat1on in this proceeding, and.an AER' shoul be’ establxshed for;“
Edison in the final torecast phase decision in th's-proceedxng.
10. Edison’s recommended rate design in th;g\proceedxng,
based on reflecting revenue increases in energy . cha§ges only, C )
should be rejected as: inconsistent with D. 87-12-066 and D 88-04-026{@1

in Edison”’ s general rate case application, A.86-12-O47.
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11. Any action taken in Edison’s general rate case/addressing
Edison’s recently filed petition for modification of D/AB7-12=066
and D.88-04-026 relative to rate design should bave nb effect on
the forecast phase of this proceeding.

12. Edison should have been aware of the impact of the rate
design adopted in Edison’s general rate case coypled with a June 1
revision date for Edison’s ECAC as of the issufnce of D;87-12-055w’
or at least at the time Edison filed the insyant application in-
February, 1988. - A

13. Absent a Commission decision to/the contrary, the

dictates of D.87-12-066 and D. 88—04-026.'h1ch prescribe the rate o

design procedures for thzs proceed;ng ,-ould be tollowed. S
14. The CEPC rate design.propo~*d by DRA in its forecast . .

report is consistent with D. 87-12-0‘6 and D. 88-04-026 and should be~_;3

adopted as the rate design to be -
adopted zn th;s decision.

e
o

IT IS ORDERED thaf |

1. On an interim b-:ls, Southern CAllfornza Edlson company
(Edison) is’ authorized_tdfincrease its Energy Cost Adjustment o
Clause (ECAC) revenue: dquirement by $200 million resultxng ina' -
3.7% system average‘-='centage increase over present rates to all "
customer classes, ex-ept streetlzghting for which a ‘1. 9% 1ncrease
is authorized. Thz_ revenue increase shall be’ subjcct to'retund o
and shall be attr’vutable 100%. to-expenses related to Edison’s. | o
Energy Cost Adju ent CIaule (ECAC) and included in' deson's ECAckJT“
balancing accoupt. ¥ : LN
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2. On or after the effective date of this orde
least 3 days prior to their effective date, Edison/shall file
revised tariff schedules for electric rates reflefting the revenue
increase authorized by this decision. The revired tarifst schedules3“
shall become effective on or after June 1, 1988, and shall comply
with General Order 96-A. The revised tar;ft-fshall apply to
service rendered on or after their etrecti‘~ date. \

3. Edison’s Annual Energy Rate (AE¥) shall be suspended
temporarily pending a final order in thefforecast phase of this
proceedxng. : . ' '

4. The status of Edison’s AER hall not be the subject‘ofﬁ
litigation in this proceedlng, and -',AER shall be established'for*
Edison in the final !orecast phase,-ecision in-this proceeding.‘¥

5. The use of ‘an SAPC revepfue allocation in this interim B
order shall not be cons;dered a~fpredetermin1ng the issue of
revenue allocation in- th;s pr--iedzng nor preclud;ng the S
ev;dent;ary showxngs permitte: under D 87-12—066 and D. 88-04-026.,

6. Edison’s recommendfld rate design in'this proceeding, |

based on re!lectlng revenu=fincreases 1n energy charges only, shallar |

not be considered in thrs lroceed;ng nor shall any comm;ssmon
‘decxslon on.Edison's pet cion for’ modzfxcatlon of D-87-12-066 and
88-04-026 on this issuefeffect the scope of the 1ssues to be heard
in the forecast. phase'-f thzs appllcntlon._”, ‘
7. Absent a cofmission decision to the contrary, the 1 i
dictates of D.87-12 -66 and D. 88-04-026-wn1ch ‘Prescribe the rate<'
des;gn procedures for- this proceeding shall be tollowed. - ‘”
8. The Cl-.s,Equal Percent Change rate desxgn.proposed by
the D;vxsxon of ';tepayer Advocates (DRA) in its Iorecast report rs
consistent with D.8?-12-066 and D.88-04—026~end shall be adopted as
the rate desig . to be used for the interim rate—increase epproved
in this deoi ion. Ld,' L SR " e
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9. The comments and prepared testimony submitted My Western
Mobilehome Association which address the modification 0f the
diversity adjustment adopted in D.87-12-047 in A.86-X2=047 shall
not be considered in this proceeding consistent wi D.87=12-066,
D.88=04=026, and D.88-04~028 in Edison’s most regent general rate
case, A.86=12=047.

This order is effective today. ‘ o o )
Dated MAY 25 1988 , at ’ Francisco, California. ..

STNNLEYV%”HULETrerjQ
anduk“_-‘“
DONMJI>V1AL I
YREDENKI:R.DUDA;-_5
‘ G.NHTCHEZI.“HLK.jU&'
]CﬂﬂN B OHANIAN o
Conmmissioners. .




