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INTER&H OPINION ON HOTION TO DEFER SOUTHERN CALIPORNIA

In this interim opinion, we grant the Division of
Ratepayer Advocates’ (DRA) motion seeking deferral of Southern
California Edison Company’s (Edison) Test Year (TY) 1991 General
Rate Case (GRC). In place of the TY 1991 GRC, we authorize Edison
to file, on or before March 30, 1990, an application for a modified
operational attrition allowance for 1991, as more specifically
detailed in Attachments A and B to this interim opinion.

This interim opinion specifically does not address that
portion of DRA’s motion which requested that we place Edison and
San Diego Gas & Electric Company (SDG&E) on the same GRC cycle.
Instead we direct DRA, Edison, and SDG&E to confer regarding
alternatives to such a scenario, and to make recommendatzons to us
by March 1, 1990, so that a decision can be made bexore work on
Edison’s next GRC must begin in earnest.

' Finally, this interim opinion addresses concerns raised
by several parties who normally participate in Edison’s GRCs. We
direct the concerned parties to raise the issue of modifications to
Schedule DMS-2 in the rate window proceeding. We also provide that
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revenue allocation issues will be heard in Edison’s 1590 Energy
Cost Adjustment Clause (ECAC). proceedzng, in accordance with the
consensus view reflected in several formal responses: to DRA‘S
motion, and DRA’s formal reply to these responses.
IX. Backaxound

Under existing Commission procedures, Edison is
scheduled to tender its Notice of Intent (NOI) in 1989 for a GRC to
be tried in 1990 on the basis of a 1991 TY. SDG&E, which recently
completed a 1989 TY general rate proceeding, is scheduled to file
its next GRC for TV 1992. In pre-tlled testimony submitted to the
CommlSSlon in Apr;l 1989 in this docket,l Edison and SDG&E (the
merger applicants) propose "£o go forward with Edison’s TY 1991
proceedlng on a stand—alone bacis, to substitute attrition
proceedings foxr SDGLE’s TY 1992 proceeding, and to make a combined
£iling for TY 1994. The merger applicants state that TY 1994 is
~ the first time a fully integrated and detailed single cost of
service can reasonably be developed for the merged entity (Bryson
Testimony, ”Edmson’s merger objectlves and Corporxate Policies After
the Merger ”y.

On May 18, 1989, DRA submitted a letter to the

Commission’s Executive Director requestan'deferral of Edison’s
Y 1991 rate proceeding due to'worxload constra;nts associated wzth

1 This test;mony has not yet been formally sponsored or received

in evidence, since evidentiary hearings in th;s-proceedxng have not
yet begun.

2 At the time the merger applicants made this proposal they
contemplated that the Commission would issue its decision on the
merger by year-end 1985. This timetable has been superseded by the
administrative law judge (ALT) Ruling of May 26, 1989, which
outlznes the current schedule for the proceedzng-
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the proposed merger. According to DRA, it will be extremely
burdensome for the Commission as a whole to process both the merger
application and Edison’s TY 1991 GRC at the same time. DRA notes
that if the status quo prevails, hearings in the merger and the
TY 1991 GRC will occur simultaneously. DRA also believes there are
efficiencies associated with deferral of Edison’s TY 1991 GRC to
TY 1992, since this would place both merger applicants on the same
GRC schedule. DRA does acknowledge that its propds&l may trigger a
request from Edison for an additional attrition year, and states
that the Commission should evaluate any such request on its merits.

DRA’S letter was accorded motion status and formal
responses were solicited from parties to Application (A.)- 86~12~047
(Edison’s last general rate proc¢eeding), and R.87-11-012 (the
proceeding revising the Rate Case Plan), as well as the merger
proceeding (ALY Ruling dated May 26, 1989, page 13).

Responses to DRA’s Jetter motion were submitted by
Utxlzty Consumers Action thwork (UCAN) ,. Edmson, SDG&E, The
California Largexr Energy Consumers-Assoczatmon (CLECA), Industrial
- Users (IU), and the Western Mobileheme Association (WMA). In
addition, DRA filed a reply to these responses.

III. Positions of the Parties

A. AN’ . |

UCAN expresses serious reservations about DRA’s deferral
request. It believes that DRA’s proposal may be even more
burdensome than the status quo, because DRA’s schedule would
require Edison and DRA to work on the NOI in the summer of 1990
while merger hearings are occurring. Furthermore, in UCAN’s view,
a Commission decision on the merger may occur in early 1991,
thereby requiring Edison and SDG&E to revise all the data included
in their NOIs, and leadzng to. addltlonal delays in the prosecution
of aan 1992‘proceed1ng- UCAN. urges.the COmmlsszon to-conszder
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these concerns prior to making a determination of the GRC schedules
for the merger applicants.

B. " Edison’s Position .

Edison urges the Commission not 'to defer its TY 1991 GRC,
noting that regardless of the pendency of the merger, the utility
must have a fair opportunity to recover its costs of providing
service, including a reasonable rate of return. Edison argues that
the mexrger case and the GRC are completely different types of
proceedings, involving discrete’ workloads, and that DRA’s concerns
about the burdens of prosecuting both at the same time are
overstated. Edison notes that it the merger is approved, it will
be important to have a recently reviewed adopted revenue
requirement from which to-implement'reductions.ensuing from the
merger savings (Edison Response, page 30).

If the Commission does decide to defer the TY 1991 GRC,
Edison urges adoption of a modified attrition mechanism for 1991,
separate from the merger proceeding. Edison argues that the
current attrition mechanism will be inadequate for 1991 because,
unlike a TY 1991 GRC, the attrition meohanism does not make
adjustments for recorded and projected changes in rate base, or
greater-than-inflation growth in Operation and Maintenance (O&M)
expenses, which Edison has experienced since its last GRC, and
expects to experlence before TY 1992.

Edison’s authorized rate base for ratemakang purposes was
adopted in December 1987: for TY 1988, for use in its 1989 and 1990
attrition allowances. However, Edison’s current projections, for
1990 and thereafter indicate tbat forecasted rate base will be
substantially higher than authorized rate base due to greater—than—
forecast customer growth and the need for additional facilities to
serve increased load. Therefore, Edison requests that it be

allowed to adjust its 1991 authorxzed level of rate base .to reflect
is. torecast of 1991 rate base. :
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Edison also asserts that its O&M costs are rising due to
greater-than-forecast customer growth and rising medical costs.
These increases are in excess of the normal escalation used to
determine the attrition allowance in the years between rate cases.

In the event its TY 1991 GRC is deferred, Edison requests
that the 1991 attr;tzon allowance include those ztems normally
included in the current attrition mechanism (including an
adjustment to the jurisdictional allocation factor, pursuant o
Decision (D.) 85=12-076), plus an adjustment for rate base, and
anreased O&M expenses due to greater-than-forecast customer growth
and medical. expenses.

In the event of deferral, Ed;son also recommends that the
CommLSSLon adopt 1992 as Edison’s next TY, but estimate TY 1992
costs on the basis of recorded data through 1988. Recorded data
for 1988 is preferable to recorded data for 1989‘(wnich ordinarily
would be used for TY 1992), because recorded 1989 will contain
 elements. impacted by pre-merger acthltzes, thereby‘dlstortlng
trends and prcjections of Ediseon’s real operat;ng requirements on a
stand-alone basis. Edison also maintains: that the TY 1992 GRC _
should be conducted for Edison on a stand-alone basis regardless of
whether the merger is approved. Edison asserts that it is unlikely
that the COmmission’s decision on the proposed,merger will be’
issued by the time the utility must begin preparing its NOI
subnittal in March 1990. Therefore, in order to permit the regular
GRC process to go forward, the 1992 GRC should be conducted for
Edison as a stand-alone company. If the merger is approved the
stand-alone revenue reqp;rements adopted in the TY.1992 GRC would
serve as the base from which to deduct merger sav;ngs.

C. SDG&E’s Position ,

In a response submitted separately from its mergex
partner, SDG&E stotes that DRA’S letter motion seek;ng deferral of
Edison’s next GRC to TY 1992 notes that SDG&E’S next reqularly
scheduled GRC would also employ a TY 1992, but requests no actzon
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with respect to SDG&E. Therefore, SDGSE asserts that DRA’S motion
should be found to request a ruling affecting Edison only, and no
ruling affect;ng the tinming of SDG&E's next, GRC should be issued as
a result of DRA’s motion. :

D. CLECA’s Position

CLECA, which regﬁlarly'participates in Edisen’s GRCs in
the areas of margxnal cost, revenue allocation, and rate deszgn,
has two pr;mary'concerns associated with the posszble deferral of
Edison’s TY 1991 GRC. First, it belmeves that a delay in 'Edison’s
GRC should not be permitted to negatively affect the goal of ]
achieving a full equal percentage of marginal cost (EPMC) revenue
allocation for Edison’s customers by the end of 1990 (D.87-12-066,
Finding of Fact 299; Conclusion of Law 130). IZf there is no
TY 1991 GRC, CLECA believes the Commission’s goal could be'
accomplished via a revenue allocation in Edisen’s 1990 annual ECAC,
with rates effective January 1, 1991. CLECA wishes Commission
assurance that delay in the GRC w;ll not result 1n a delay~1n the
ach;evenent of full EPMC.

Second, CLECA wxshes the Commission to clarify where
issues impacting marginal cost, revenue allocation, and rate design
for Edison’s customers will be heard during the 1990-1991 time
frame. CLECA asks whether there will be a rate;windovaroceeding
for Edison'in the fall of 1990, and, if so, whether this proceeding
will consider marginal cest, or whether rates emerging from the
case will continue to be based on maxginal demand and customer
costs for the 1988 TY GRC. CLECA believes that D.89-01-040 is
unclear whether revenue allecation is to be done in the rate window
proceeding or in the GRC (or annwal ECAC . in non-GRC years). If
revenue allocation is to be done in the ‘ate window proceeding, and
not in the annual ECAC proceed*ng, CLECA states that the Commlssxan
will be unable to reach 1te full EPMC revenue allocation goal by
year—end 1990, because any, allocatzon adopted in the rate window .

proceedzng wlll not become effectlve until June 1991. CLECA.poxnts
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£o the annual ECAC proceeding for 1990 as the appropriate vehicle
for revenue allocation in 1990 (CLECA Comments, page 2).
E. IU’s Position . ‘

IU, a group comprised of Air Products & Chemlcals, Inc.:
Anheuser-Busch Companies, Inc.; General Motors Corporatxon.
Kimperly Clark Corporation; Liguid Air Corporation; Mobil 0il
Corporation; Nabisco Brands, Inc.; Stéelcase, Inc.: and Union ,
Carbmde Corporation, has partlc;pated act;vely'ln past Edison GRCs.
10 supports the need for deferral of the TY 1991 GRC, but wanta neo
loss of momentum towards the goal of achieving full EPMC on
Edison’s system by 1990.

IU wrges: the Commission to deszgnate those Edison rate
proceed;nqs which it will employ to attain its previously stated
goal of 100% EPMC on Edison’s system by 1990. IU also maintains
that any revenue associated with a special 1991 attrition
proceeding should be allocated among Edison’s customer classes so
as to assure further movement towards that full EPMC goal.
Assuming that a one-time out-of-phase attrition proceeding is used
as the substitute for Edison’s TY 1991 GRC, IU believes that
proceeding should be limited to'revenﬁe requirements issues, and
that the allocation of any attrition year'revenue requirement
increase Edison may ultimately justi:y‘should be accomplished in
Edison’s 1990 ECAC, not the attrition. proceeding.

IU details several pending or. upcoming proceed;ngs that
may impact the ability to move cleser to full EPMC, including
Edison’s trigger ECAC, its cost of'capital revenue (A.89-05-021),
and its poténtial 1989 rate design window f£iling. However, IU
asserts that these'proceedings may be less significant as vehicles
for making progress towards the full EPMC goal than Edison’s 1990
ECAC filing. IU wishes the Commission to declare unegquivocally
that it will use the 1990 ECAC as the veh;cle to-. complete |
lzmplementatzon o: rull EPMC on the Ed;son system.
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WMA’S_Positi

WMA is a state~wide association of mobilehome park
owners, many of whose members are served on Edison’s
Schedule DMS-2. This schedule applies to master-metered/submetered
mobilehome parks and provides to the park owner a monthly, per
space discount to offset against the costs of submetering.

Under Schedule DMS-2 the park owner bills submetered

resident usage at Edison’s residential rate and in turn the master-
metered park owner is billed at the same rate but granted a
baseline allowance equal to the sum of the baseline allowance for
each resident. The present discount amount was established in
Edison’s last GRC, and reflects a diversity bemefit adjustment
which decreases the amount otherwise payaple to the park owner.
The Commission established that a diversity benefit accrues to the
park owner under Schedule DMS-2 when a master-metered customer is
billed more sales at baseline rates and less sales at nonbaseline
rates than are actually consumed by the submetered residents.-

In the last Edison GRC decision the commission ordered a
study to ensure the accuracy of the d;versmty adjustment. The
Commission directed Edison to comduct.a. study ”...for its next
general rate case of usage patterns of mobilehome parks which it
lnleldual meters and the usage related to each master meter as the
basis for developing a diversity adgustment # (D.87=12-066,
Conclusion of Law 146, Ordering Paragraph 44.)

The Commission also directed Edison to undertake a study,
in cooperation with WMA, for its next th; to determine the actual
line losses incurred by submetered ‘mobilehome parks served under
Edison’s Schedule DMS-2 (D. 87-12-066 Conclusion of Law 144
Crdering Paragraph 43).

Whmle it is not unsympathet;c to DRA's concerns for the
need to defer Edison’s TY 1991 GRC, WMA wants consxderation of the
revision ot the DMs-z dzscount and the losses study in the 1991
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attrltmon proceed;ng, 1: that proceedlng is substltuted for a
TY 1991 GRC.

G. DRA’s Reply

On July 18, 1989, DRA filed its Reply addressing the
responses of Edison, CLECA, and IU.

DRA continues to urge deferral of Edison’s TY 1991 GRC,
and if its motion is granted, DRA"has’no objection to allowing
Edison to request an add;t;onal attrition year for 1991. DRA also
agrees with Edisen’s. sugqest;on that Ed;son’s next TY should. ‘be
1992, based on recerded data through 1988, and assumxng Edison as a
stand-alone company. ‘ :

) DRA expresses concerns about the conditions Edison wishes
to attach to a 1991 ottritionkfilingﬁ DRA asserts that any reguest
to deviate from the established attrition methodology should be the
subdect of hearing room review with the utility carrying the full
burden of proof that +the deviation is necessary and that its
request is reasonable. With those requisites in mind, DRA has
submitted a format and schedule for the 1991 attrition proceeding,
and indicates Edison’s concurrence. These items are appended to
this decision as Attachments A and B, reSpeo;ively."DRA.emphasizes
the nonprecedential nature of its~one-time'proposal, It also
states that the use of 1992 as Edison’s next TY should also
establish a new three~year rate case cycle with 1995, 1998, etc. as
future test years unless the Commission modmf;es the rate case
cycle in the future. : :

In connection w;th the concexns expressed by CLECA and
IU, DRA agrees that the 19950 ECAC 15 the appropriate vehicle to
address revenue allocation for- 1991. DRA strongly opposes the use
of a 1990 rate window prooeedzng to consider Edison’s marginal
cost, revenue allocation, and rate design for 1991 implementation.
DRA notes that D.§9-01-040 is~very explzcit that the wmndow
proceedzngs are to be used for rate: des;gn, and nowhere Ln the
deczs;on are the 'w;ndows” opened to margmnal oost determznation
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and/oxr revenue allocation. TFurther, DRA notes the time constraints
built into the rate window proceedings would preclude consideration
of marginal cost and revenue allocation issues.

IvV. Riscussion

A. Ihe Deferxal Issue

In deciding whether to defer Edison’s presently scheduled
NOI we must first assess the need for deferral. The strongest
arqument favoring deferral is the burden imposed on both Edison and
the Commission of conducting a general rate proceeding coincident
with the mexger proceeding. Although we agree with Edison’s
observation that the two proceedings are different in some major
respects, we note that when viewed separately, both are significant
undertakings in terms of utility, staff, and intervenor time and
resources. It deoes not appear fecasible to us to regquire these
parties to llt;gate these two proceedlngs smmultaneously, |
especially when many of the same key persons might be inveolved in
overlapping discovery, preparatzon,‘hearlngu, and briefing during
the same time frames. We are mindful of UCAN’s obsexrvation that
deferral may distract Edison and DRA from the merger hearings
during the summer of 1990 if a new NOI is prepared for submission
to the Commission, but that may be a less burdensome alternative
than retaining the status quo and thereby ensuring the occurrence
of many more overlapping efforts over a much longer period of time.
All things considered, we are convinced by the arguments presented
that there is a need to defer Edison’s TY 1991 GRC.

The next issue is whether to defer Edison from TY 1991 to
a GRC to be heard in 1991, using 1988 histbrical data. This is a
difficult question because of the Commxs ion’s current plans for
SDG&E during TY 1992.

SDG&E believes that DRA’s motion does not request
specific Commission’ actlon,thhvrespect to. SDGELE’s TY 1992 GRC




AL88-12-035 ALJ/LIC/3t

(SDG&E Response, page 2). This is not entirely accurate. DRA’s
motion explicitly asserts that deferral of Edison’s TY 1991 GRC
will place both utilities on the same GRC schedule. (DRA Yletter
Motion, page 2.) Thus, DRA’s motion’ lmpl;cxtly requests the
Commission to retain the exzstlng GRC. schedule: spec;:ymng a TY 1992
GRC (with hearings in 1991) for SDG&E, while adding a GRC for
Edison which would also be heard in 1991. Clearly, it appears that
both DRA and SDG&E envision that the Commission will conduct two-
major stand-alone GRCs during the same time’ per;od. .

Edison’s posxtxon on this issue is not clear. Edisén'
response does not address the questlon of retaining the eyzstlng
TY 1992 GRC f£or SDG&E, although the werger ‘applicants had earlier.
proposed converting this TY 1992 GRC to an attrition £iling (Bryson
Testimony on Edison’s Merger Objegtlve' and Corporate Policies
After the Merger, submitted April 1989, in A.88-12-035).

While we are convinced of the need to defer Edison’s
TY 1991 proceeding, we are less<conv1nced ‘of “the wisdom of
conducting stand-~alone GRCs fqr_both_zdmson and’ SDG&;”durmng the
same time period. Such an undertaking would be a daunting task in
any event, and is made more complicated by the pendency-of the
merger. Yet, that is precisely what DRA, SDG&E, and perhaps Edison
envision. We believe it would be beneficial for all concerned to
fully consider the 1mp11catmons of this proposal before committing
to it in advance. Confronting the realities of this proposal now
may aveid the filing of additional petitions forvreiie:'next year.

To that end, we. direct‘Edison,'SDG&E, and DRA to confer
over the next several months to attenmpt to develop feasible
alternat;ves to llumgatxng two stand-alone GRCs. during the same
txme period. On or before'March 1, 1990 Ed;son, SDG&E, and DRA
shall fxle in th:s dccket thezr wrxtten comments suggestxng such
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alternatives.” We encourage these parties to file joint comments

if that it possible based on the results of their conferences.
Once these comments have been filed, we will allow other parties to
gile responsive comments aocordzng to a schedule outlzned by the
assigned ALJs. .

March 1 is chosen as the date for £iling these comments
because it roughly councmdes,wzth‘the time the utilities will begin
work prior to submitting their 1992 NOIs in the fall of 1990.

Thus, the timing of the Commission’s final decisioh~on this issue
should not adversely'impact the-No: process itself.

Thus, in this interim decision we do not resolve the
question whether Edison will prosecute a GRC during 1991, nor do we
address the specific parameters of such a GRC (i.e. use of recorded
1988 data in lieu of a forecasted 1992 TY). These issues will be
decided once the matter is before us again on March 1 1990. If we
ultimately decide to proceed with a GRC for Edison to be heaxd in
1991, based on the information then presented, there willlbe anple

opportunity to spec;fy the parameters of that GRC in a timely
fashion.

The nexL issue to be resolved is whether deferral can be
accomplished in a manner which protects.the interests of both the
utility and its ratepayers. We believe that the proposal embodied
as Attachments A and B to DRA’s Reply, in whzch Edison concurs,
wzll adequately meet these concerns..

The proposal allows Edison the opportun;ty'to present
testimony, in the context of attrition year 1991, addressing the
speclrlc modzfzcations it seeks to the normal operatmonal attrztzon
mechanzsm. These specmf;c modmf;catxons, as detailed 1n

3 The parties xay include, among the;r suggested alternatives,
practical suggestions for proceeding to litigate both GRCs during

the same year, but such a course ot actzon is not tavored by the
Commission at this time.i
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Attachment A, inveolve: (1) a Fixed Component (Rate Base
Mbdirications): (2) a Variable Component (Growth in selecCted O&M
areas, Medical Growth, Post~Retirement tax advantaged funding, and
San Onofre Nuclear Generating Station refueling outage):;

(3) Jurisdictional Allecation (Off-system sales: Resale Cities);
and (4) Productivity. The proposed procedural schedule requires a
March 30, 1990 attrition filing, contemplates no more than four
days’ hearing time, and specifies that new rates based on the
attrition allowance will be effective January 1, 1991.

We will adopt this proposal as submitted, with the
cautionary note that we do not intend to authorize any further
broadening of the issues to be explored in the 1991 attrition
proceeding, and will limit the scope of the proceeding to that
reflected in Attachments A and B. In addition, we caution Edison
that it will have the burden of demonstratlng the appropr;ateness
of including in rates any changes stemming from the modified
attrition proceeding authorized in this interim opinion..

In response to concerns expressed by IU, we also clarify
that any revenue requirement changes authorized as a result of the
modified attrition proceeding,'to be effective Januvary 1, 1991,
will be allocated in accordance with the methodology used to
allocate Edison’s 1990 ECAC revenue - requirement.' Since both
decisions will requzre changes to Edison’s rates, effective
January 1, 1991, th;s approach is totally appropr;ate-~
C. Revenue Allecation Yssues :

‘ The comments of CLECA and IU request gquidance from the
Commission as to where revenue allocation issues will be heard in
the absence of a TY 1991 GRC for Edison. Both CLECA and IU point
to Edison’s 1990 ECAC proceeding as the appropriate place to assess
revenue allocation issues for 1991. In its reply, DRA agrees that
7revenue allocation should be addressed in.the 1990 ECAC as it has
begn_in,most ‘ECACs in recent years.” (DRA.Reply, page ‘2.)
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The rate window procedure outlined in D.89-01~040
(Appendix B 5, B 6, B 18, B-iQ) is not the appropriate place to
consider these revenue allocation issues given the limited nature
of that procedure and the limited amount of time allowed
(D.89-01~040, Appendix B 18 to B 19).

Given the consensus view of CLECA, IU, and DRA that
revenue allocation issues, and more specifically the move toward
full EPMC for Edison’s customers, should be addressed in Edison’s
1990 ECAC proceeding, and not elsewhere, this orxrder so provides.

D. Rate Design Xscues Rajsed by WMA

WMA’s request that the Commission considexr in the 1991
modified attrition proceeding the revision of the DMS-2 discount,
based on the results of the diversity and losses tud;e5~ordered in
D.87-12-066, has some merit. WMA is, after all, ncrely requestlng
that the studies be considered in the same txme period (TY 1991)
contemplated by the Commission in D.87-12-066.

We are concerned, however, that adding this issue to the
modified attrition proceeding, which is limited to revenue
requirements issues, will unduly complicate that proceeding and
possibly delay its outcome. We prefer that WMA and Edison litigate
this issue in the rate window proceeding, and will direct them to
do so if they wish to resolve the issue prior to Edison’s next GRC.

WMA indicates that the parties are ”“well on thexr way in
the cooperative study and expected to have a result available for a
1991 Test Year GRC filing” (WMA.Response, page 5), so it is
conceivable that little or no litigation will be required. In any
event, the warkmngs of the electric rate deszgn window procedure
are fairly stra;ghtforward and should result in speedy resolution




oyt

A.88-12-035 ALI/LTC/5t

of the Schedule DMS-2 issue,‘4 assuming the parties adhere to the
requ;rements specified in D.89-01-040.

' As specified in Appendzx B to D. 89—01—040, any party may
propose revisions to Edison’s adopted rate design from December 20
to 26 prior to an attrition year. This means effectively that
either WMA or Edison may submit the proposed revisions to the DMS-2
‘schedule, full justification for the revisionms, an explanation why
the revisions should be considered prier to Edison’s.next GRC, and
a reconciliation with the latest adopted revenue requirement and
class alleocations (D.85-01-040, Appendix B 18). BHearings will
oceur 72 days after subm;ss&on of the proposal, no more than flve
_hearzng days are allowed for rate window. propesals, so- a.fxnal
decision on the revisions to Scheduleﬂbms¥2 would issue 142 days
after the subm;ss;on of‘the proposed revisions (D 89-01~040,
Appendix B 19). ‘
W‘- : .

1. ©On May 18, 1989, DRA submitted 2 letter motion requesting
deferral of Edison’s TY 1991 GRC to TY 1992, due to workload and
txm;ng constraints assoc;ated with process;ng the merger
appl;cat;on and Edison’s TY 1991 appl*catmon durzng the same tine
interval. -

2. Since SDG&E is also schedu;ed for a TY 1992 GRC, DRA
expl;cmtly recognized that its recommendation would result in
placing both merger applicants on the same GRC cycle.

3. In merger-related draft testimony submitted in April
1989, the merger applzcants propose to proceed with Ed;son s TY
1991 GRC, but te. de:er SDG&E’s TY 1992 GRC and replace 1t with an
attrition yeax; however, in respcnse,to,DRA’siMay ;8,.1989"letter

4 However, if it becomes clear in the future that this issue
is more contentious than it now appears, we will be recept;ve to
requests to resolve 1t in another forum.
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motion, SDG&E states that it seeks no order from this Commission
impacting its TY 1992 schedule.

4. In its formal response, Edison opposes DRA’s letter
motion, but indicates that if deferral is requ;red, it seeks a
modified attrition mechanism for 1991 te recogn;ze the impacts of
greater-than—forecast customer ‘growth and growth in selected O&M
areas. In its formal reply,. DRA Andicates that it nas reached

- agreement with Edison on the. format and schedule of a medified
attrition proceedmng, as reflected 1n,Attachments A and B hereto.

5. Unless the normal attrition proceeding is modified,
Edison will be unable to request :ate'recognition of certain
specified customer growth and‘medicol'costs.uhichfit.claims are in
excess of the normal escalation uéed”to determine the attrition
allowance in the years between rate cases; the- wtility will also be
unebfie £o adjust its. outhor:.zed level of xate base under normal
attrition procedures. » -

6. DRA’s argument that workload andétxmzng constra;nts
prevent the processing of the merger. application and Edison’s
TY 1991 GRC during the same time periods is-convinoing; therefore,
deferral of Edison’s TY 1991 proceeding is necessery, ‘although
Edison should be afforded an opportunlty to present its showzng
justifying a modified 1991 attrztlon adjustment as more
particularly set forth below.

7. fThis. decxsxon does not address those aspects of DRA’s
letter motion which contemplate that the Commission will accede to
placing both Edison and SDG&E on the same GRC cycle. It is
appropriate teo require Edison, SDG&E, and DRA to confer to arrive
at an alternative to the scenario under which both utilities would
prosecute GRCs during the same time period, given our reservations
about the feasmbmlzty of such an. undertakang. _'

8. The parameters of Edison’s modified attrition proceedzng
for 1991, as set forth in Attachments A and B hereto7 are

'\reasonable, subject to the proviso that the ut;lity bears ‘the
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burden of proof teo just;!y the revenue requirements nod;tmcatzons
it seeks.

9. Any revenue requi;ement changes flowing from Edison’s
1991 modified attrition proceeding will be implemented pursuant to
the revenue allocation procedures adopted in Edison 1990 ECAC’
proceeding, with new rates effective January 1, 1991..

10. Edison’s 1990, ECAC proceed;ng is the approprzate place to
litigate revenue allocation issues for the rxelevant pericd. The
rate window proceeding is not the approprmate forum to litigate
these issues.

1l. WMA’s. proposals relat;ve to'modlecat;on of the DMS=-2
schedule were to be heard 1n Edison’s TY 1991 GRC, as provided in
D.87-12~ 066-'however, WMA’s. proposals-may be accommodated in the
rate window. proceedlng, with a f;llng in- December 1990, as more
part;cularly set forth in D.89- 01 040.

1. Edison’s TY 1991 GRC should be deferred, and replaced
with 2 modified attrition proceeding for 1991, as more particularly
set forth in Attachments A and B hereto.

2. Alternatives to placing Edison and SDG&E oh the same GRC
cycle should be developed by Edison, SDG&E, and DRA, as set forth
in the ordering paragraphs which fellow.
| 3. The scope, format, and schedule of Bd;son's nodified
attrition proceeding for 1591 should be adopted as set forth in
Attachments A and B thereto.

4. Edison must carry its burden of proof that the revenue
requirement changes it proposes in the 1991 modified attrition
proceeding should be adopted by this Commission.

5. Revenue allocation issues should be considered in
deson s 1990 ECAC proceedlng, cons;stent wmth the provisions of
this. interim opinion. :

6. WMA’S proposals relat;ve to Schedule DMS-Z should be ,
ramsed in the rate window proceedzng, as specxtzed 1n D. 89-01-040.

L
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INTERIM_ORDER
- IT IS ORDERED that:

1. Division of Ratepayer Advocates’ (DRA) letter motion
seeking deferral of Southern California Edison Company’s (Edison)
Test Year (TY) 1991 General Rate Case (GRC) is hereby granted in
part; Edison’s TY 1991 GRC is deferred, to be replaced by a
modified attrition proceeding for 1991, as more particularly set
forth in Attachments A and B hereto.

2. Edison, San Diego Gas & Electr;c (SDG&E), .and DRA. shall
confer to develop alternatives to plac;ng both utzlztzes on the
same GRC cycle. On or before March 1, 1990, E&ison;"snc&g, and DRA
shall file in this docket the original and 12 copies of written
comments (or, at their option, a single set of written comments),
outlining the results of their conferences, and including
recommended alternatives,  These comments shall be sexrved on all
parties to A.86~12-047 (EQison’s last GRC) and R.87-11-012 (the
proceeding which dealt with the Rate Case Plan revision), as well
as A.88-12-035 (the merger proceeding). '

3. On or before March 30, 1990, Edison shall file its formal
application for a modified 1991 operational attrition allowance,
with supporting exhibits, testimony, and workpapers. Edison shall
sexve copies of this filing on all parties to A.88-12-035 and
A.86-12-047, in additien te otherwise“applicable service
reqﬁirements. The remaining schedule for the modified 1991
attrition proceeding is that set forth in Attachment B hereto, and

is hereby adopted subject ‘to any future modzficatzons the assigned
“ALY. may- deem. necessary or: approprxate. ' -
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\.} 4. The Executive Director shall serve copies of this interim
~  opinion on all parties on the o:!;c;al service lists zbr‘
A.86~12-047 and R.87-11-012.

This oxder is effective today .
Datcd AUB 3 1939 ; at San Franczsco, Calxrornxa. .

G. MITCHELL WILK
_ .~ President
.- FREDERICK R. DUDA
- JOBN” B.  OHANIAN
PATRICIA M. ECKERT
Commlss;oners

Commx.s;oner stanley w. Hulett, -
being neces sarily absent, dzd not
partmc;pate.’ ' '

N cch'ré‘v' THAT THIS DECISION
WaS AFPROVED BY THE ABOVE
, CCMJASSKDAERS'&JDAX

\hcrw Wenssor, Exocm;vo D.ruaor

/@o
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SOUTHERN CALIFORNIA EDISON COMPANY
- 1991 MODIFIED ATTRITION ALLOWANCE

FORMAT OF 1991 ATTRITION APPLICATION

© Application - - - Reduest'authority to revise
' rates for operational
attrition in 1991..

o Testimony/Exhibits/Workpapets - 1) Teét;mony'én'ﬁormal

OPeratxonal Attr;tion

Fixed- Component _
Variable. Component

- Changes'.in-taxes, fees &
'postage rates,,etc-

Test;mony on : ‘
Modifications to Normal

'Operatxonal Attrit;on

leed Component L
o .Rate base modizications

var;able COmpanent

o Growth in selected O&M
areas - i

© Medical growth ,

o Post-retirement tax
advantaged funding: .

o SONGS Rs:ueling Outage

E Jur;sdmcatxonal

Allocation -

"‘-o-ott-systemfsales

(END OF ATTACHMENT A)

K- Resale cities

Produc'_t;vity. g
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SOUTHERN CALIFORNIA EDISON COMPANY
1991 MODIFYED ATTRITION ALLOWANCE

'PROCEDURAL SCHEDULE |

1990 )

March 30 Edison files Appl;catmon foxr Modified 1991
Operational Attrition Allowance with Supporting
Exhibits, Test;mony, and Workpapers.

July 2 DRA files Report on Attrxtmon Applicazxon.

August 1 Intervenors file Testimony on Attrition
‘Applzcat;on.

August 20-23 - Hearings on Attr;t;on Issues (four days).

September.14 Opening Br;efs.

September 28‘, closzng,Brzefs.

November 2 ALy Dratt Decision.

December 19 _Flnal Decxs;on on Attr;txon Application.
1991

January 1 New Rates Erfective Based on Attrition
‘ Allowance. ‘ '

(END OF ATTACHMENT B)
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and/or revenue allocation. Fuither, DRA notes the time co trdints
- built into the rate window proceedzngs would preclude co s;derat;on
‘of marg;nal cost and revenue allocatzon issues. -

In deciding whether to defer Edj on's‘presently scheduled
NOI we must first assess the need for d erral. The strongest
arqument favoring deferral is the burdén imposed on both Edison and
the Commission of conducting a genepll rate proceeding in tanden
with the merger proceeding. Altholgh we agree with Edison’s
observation that the two proceegings are different in some major
respects, we note that when vidwed separately, both are significant
undertakings in terms of utiXity, staff, and intervener time and
resources. It does not ap eaxr feasible to us to require these
parties to litigate these two«proeeedingS;simultaneously,
especially when many of /the same key persons might be involved in
overlapping discovery, preparat;on, hearlngs, and briefing during
the same time frames/ We are mindful of UCAN's observation that
deferral may distradt Edison and DRA. from the merger hearings
during the summer of 1990 if a new NOI is prepared for submission
to the Commissiof, but that may be a,1ess‘burdehsome,alternative
than retaining/the status quo and"thereby ensuring the occurrence
of many more Averlapping efforts over a much longer perlod of tinme.
All things ¢onsidered, we are convinced. by the arguments presented
that there is a need to defer Edison’s TY 1991 GRC.

The next issue is whether to defer Edison from TY 1991 to
2 GRC t¢/ be heard in 1991, using 1988 hlstorlcal data. This 1s.a
d;trzc Lt questlon because or the commzss;on's current plans for
SDG&E Jduring ‘TY 1992. :

‘ ~ SDG&E belleves that DRA’s. motion: does not request

sp_ 1£1c CommlSSlon actlon w;th respect to SDG&E’S-TY 1992 GRC
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The rate window procedure outlined in D.89-01-040
(Appendix B 5, B 6, B 18, B 19) is not the appropriate place to
consider these revenue allocation issues glven the limited nature
of that procedure and the limited amount of time allowed
(D.89=01-040, Appendix B 18 to B 19). \

Given the consensus view of CLECA, IV, and D

modified attrition proceeding the revisitn of the DMS~2 discount,
pased on the resuits of the d;versmt and losses studies ordered in
D.87-12- 066, has some merit. P after all, merely requesting
that the studies be considered iy the same :zme period (TY 1991)
contemplated by the Commission/in D.87-12~066.

We are concerned, Mowever, that add;ng this issue to the
‘nodified attrxtlon proceed' g, which is limited to revenue
requirements issues, wil) unduly complicate that proceeding and
possibly delay its outgbme. We prefer that WMA and Edison litigate
this issue in the ratk window proceeding, and will direct them to
do so if they wish Xo revolve the issue prior to Edison’s next GRC.

WMA ind¥Cates that the parties arxe ”well on their way in
the cooperative Atudy and expected to have a result availakle for a
1991 Test Year/GRC filing” (WMA Response, page 5), so it is
conceivable fhat little or no litigation will be required. In any
event, the yorkings of the electr;c ‘rate design wxndow procedure
are . zaxrly‘stralghtrorward and should result in speedy resolution |




