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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIPORNIA

In the Matter of the Appllcatron of ).
SOUTHERN CALIFORNIA EDISON COMPANY )
(U 338-E) for Authorrty to Enter )
Into an Electric Service Agreement ) ( :
with the ARCO 0Oil -Company - - )  Application 89-07-034
Ellwood Undexr the Accelerated. ) (Filed July 18, 1989)
-Approval Guidelines of the . ‘ )
Expedrted Appl;cat;on Docket (EAD). )
)

..
We approve the Self Generation Deferral Agreement

(the Agreement) between Southern California Edison Company (Edison)

and ARCO 0il Cempany'(ARCQ) for electric serv;ce_prevrded at ARCO’s

facility in Ellwood, California (Ellwood facility). The Agreement

provrdes that ARCO will defer construction of an 800 kW

cegeneratlen system and retain that load on Edison’s system for a

period of five years at tarmffed rates, in return, Ed;son wrll fund
certain conservation measures.

neskgreyng-

. Edrson has negotrated the Agreement with ARCO for
electrrc sexrvice prov;ded at the Ellwood facxlrty. According to
the Agreement, Edison will fund the installation of certain
conservation equrpment and appurtenant modifications at the Ellwoed
facility to enable ARCO to utilize waste gas for industrial
process. In return for Edison’s fundrng, ARCO has agreed to defer
construction of an 800 kW self-generatron system and retain that
load of Edison’s system for five years at tariffed rates. The
Agreement is attached to the appl;catron as Appendix A.

Oon July 18 1989, Edlsen filed Applmcatlon.89-07-034
requestrng accelerated approval o: the Agreement pursuant to
Resolutron ALJ-lGl whrch adepted the Exped;ted Applxcatzon Docket

-
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(EAD) to be used for utility requests for approving special service
contracts between the utility and its customers.

Oon August 9, 1989 the Dzvzszon of Ratepayer Advocates
(DRA) filed its comments on the application. Although DRA has some
concerns regarding the contract, it does. not'oppose its approval.
 DRA ‘plans to examine the contract durlng a future reasonableness:
rev;ew proceed;ng. ' '

No other party has leed a protest or comments.

Ihe Agreement '

The Agreement requ;res Edison to fund ;nstallatzon of
equipment and necessary design changes to enable ARCO to use waste
gas in lieu of purchased natural gas for industrial proce S at the
Ellwood fac;l;ty. ‘ The waste gas at the Ellwocd racmllty is
currently bexng flared. This conserva ion measure is expected to
provide ARCO with an annual savxng of 665, ooo therms of natural gas
or $186,000 at 28¢/therm.

Edison has agreed to fund up to $200 000 for the
con;ervatlon project. Edison has alse agreed to provzde ARCO with
an addltlonal $70,000 if additional cost-effective conservation
measures can be installed at the Ellwood :acmlzty. _

The texrms of the Agreement allow Edison to terminate the
Agreement on 60 days notice if the cOmmLSSlon,determ;nes_that the
Agreement adversely affects Edison’s other ratepayers, or if the
Commission orders modifications to the Agreement which
signi:icantly diminish ARCO’s benefits under'thc contract. This
provision allows the Commission to pravmde ARCO wmth the
opportunzty to self-generate or cogenerate at a later date if the
Commission fmnds this to- be in the best interest of the ratepayers.
' Edlson asserts that the Agreement is cost-effective and
w1ll provzde s;gnmf;cant bene:mts to-ratepayers..‘sdzson estzmgtes

\
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that the conservation project’s net revenue contribution* over
~ the five-year period will be approximately'SGSO 000. Edison alse
asserts that the Agreement passes the ‘Total Resource CQst {(TRC)
test® by $418 500. The TRC test’ estimates the impact of the
program on all part;c;pants as well as on sogciety as a whole.
m_e_&emmtm ‘ .

- According to DRA’s analysis, maintaining ARCO on tariffed
rates, even after the expenditure of $200,000 to $270,000 in
conservation funding, wilI‘beebeneficial'to‘Edison’s other

ratepayers. Therefore, DRA/recommends that the commission approve
the Agreement. e

While DRA recommends approval of the Agreement, it
recommends that the Commission edopt‘therrollowxng guidelines for
evaluating conservation-oriented EADs:

”7L. All conservatien payments provided to
customers as a means of deferring bypass by
an electric customer should be filed as a
special contract. Hence, conservation
payments that involve any consideration by
the customer regarding limitations on that
customer’s cogeneration options should be
tlled with the Commission.

Speclal Contract conservation payments may
be used for the installation of enexgy
efficiency 1mprovements to gas equipment as
well as. electrlc eff;cmency zmprovements.

1 Net revenue contributions are the incremental electric revenue
recovered due to deferral of the cogenerat;on project, less
incremental energy costs (measured using the Standard Offer No. 1
energy rate), revenue contributions (e.g., PUC Reimbursement Fee),
foregone revenue, if any, from standby service to the cogeneration
pxoject, and the conservat;on payment spec¢cified in the Agreement.

2 The use of the TRC for: analys;s ot antz-bypass contracts., was -
approved: in Decision (D.) 88~ 07-058 (1.86-10-001, ”3Rs”) zn ’
Conclus;on o! Law 2. ) , ' .
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The evaluation of the consexvation option
should demonstrate that the conservation

. measure, or group of measures, pass the
Total Resource Cost test when considered
relative to the status quo (i.e. neo assumed
installation of a self-generator).

If the project involves the deferral of a
gas-fired self generator, the evaluation
should also demonstrate that the .
conservation measure or group of measures
pass the Total Resource Cost test when
considered as an electric fuel substitution
application (i.e. when compared to the
installation of the gas device).

The amount of the conservation payment
should minimize ratepayer contributions
while achieving the objectives of the
contract. At a minimum, of course, the
payment should not exceed the level that
would have been provided as a rate
discount. Further, utility should obtain
the maximum possible leverage from
ratepayer funds. That is, the payment
should be the least amount needed to gain
acceptance of the conservation technology
rather than the cogeneration alternative or
the rate discount. The participant’s test
should be used to identify costs and
benefits to the customer under several
decision scenarios, including alternative
levels of conservation payment.” (DRA’s.
Comments filed 8/9/89, p. 3.) '

As to the evaluation of the. Agreement against the
proposed guidelines, DRA believes that Edison has followed the
guidelines to the extent possible.

i . ,

We will authorize Edison to enter into the Agreement with
ARCO because (1) the Agreement provides ARCO with lower overall
costs of energy by allowzng ARCO to utilize waste gas that would.
otherwise be flared or used to cogenerate and bypass the Edison )
system; (2) the Agreement results in no eleetrzc rate reductzon to
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ARCO; (3) the Agreement passes the TRC test; and (4) the Agreement
- will be beneficial to Edison’s other ratepayers.

Turning to DRA‘s proposed guidelines for agreements
invelving conservation funding by a ut;lmty, we believe that since
DRA proposes to apply the guidelines to all energy utmlmtmes, they
should be addressed in a proceeding where the energy utilities and
atfected parties have chance to part;c;pate. In addztzon 1t should
be noted that most of DRA’s recommendatlons are adopted ln
D. 88-07 058 in I. 86-10-001. D.88- 07=~058 also requzres utmlltxes to
seek approval of its conservation fundxng contracts-wh;ch defer
bypass by large users even,;;:the contract does_not‘requlre the
utility to provide discounted rates (DRAJProposedVGuideline #1) .
Therefore, we will not address them in”thiseorderﬁ_

Findi >, : '
_ 1. Edison has filed an appllcatzon under the EAD seeking
approval of the Agreement with ARCO. .
2. The Agreement prov;des ARCO with lower overall energy
costs by nllowxng ARCO to ut;lzze a waste gas product that would
otherw;se be flared.

3. The Agreement results in no. electr;c rate reductzon to
ARCO.

4. The Agreement passes“the TRC test.
5. The Agreement is cost-eftectzve for Edison’s other -
ratepayers.

6. DRA recommends approval of the Agreement, subject to
later reasonableness rev;ew.- '

7. No party has filed a protest to the Agreement.
The‘Agreement“should be‘approvedk
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SLJLJLJZJ&V
IT XS ORDERED that:
1. The Sel? Generat;on Deferral Agreement (the Agreement)
between Southern Calzfornle Edison Company (Edison) and ARCO 0il
' Company is approved.

2. Edison shali file the Agreement with the Dlrector of

Commission Advisory and Compliance Division within 15 days after
the effectlve date ot this order.:

‘This order is etfectxve tqday.- , . :
Dated. SEP '71989 ", at San Francisce, California.

G. NWN)“&L\NLK
‘FREDEREM:R DUDA
STANLEY w. HULE‘IT

" JOHN: B.' OHANIAN -
V'RNNMCU\AJ ECKERT
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