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INTERIM: OPINION
ST Joafdued
I. Summary of Deoision
e e e e e et Yo ot idiaod 1
e e e e e e e e e A Yo ot dteol
g .. This order authqr;zes,sQuthern ca11fornia Edlson Conpany
(Edlson) ‘an ‘increasé “of! $458 T mllliéﬁ"ékué 7% 1n Energy Cost
The components of this
"y
Hilllons

s a TE ~

. .Energy .Cost, Ad)ustnent Bllllng 3
Factor (ECABF) - cor e .$288.8
,Eiééﬁfiéjﬁéiéﬁﬁé.édjﬁstm¢nt _______ 1 G- .
. Billing Factor (ERABF) . UL . 182.0
. .Palo Verde 2 (ERABF) . .. . . {2.8)
.. Major Additions Adjustment = e
Billing Factor (MAABF) (15 8)
- Low iﬁédﬁé'éﬁféﬁaféé'(nié) """" - 6 2 |

.
oA

The $458.7 million increase in annual revenues is largely necessary
to offset expected inoréases in fuél and purchased poWer costs for *

1991.
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aine oo Additionally,: this order. reflects révenue ‘changes

associated with other applications before the:Commission in~ «qooan
separate’. proceedlngs, as: follows:1
_ Précéedlﬂg SR, .. Millions
Numbet o TR ‘Proceeding ‘of Dollars
A.gq;oa-o48 _ ..1991 Modified Attrition .0
A.L. No. 889-E 1991 Modified Attrition.. C 1.7
s N {Payroll Tax Ad]ustmeﬁt) co
A.90-04-036 "7’ Denmand Side Management S 4.0
Aq‘l:‘lo ROS. 879"3 - - -
and 885-E *
A.90-05-016 1991 Annual Cost of Capital =~ 1.1
A!L.~ 805 890"'8 - ) ]
A.L. No. 873-E-A  Palo Verde 2 (Base) SR (1.7)
A.L. No. 886-E  Intervenor Conmpensation - 0.1

® Total = 5.2
o Accordingly, for purposes of revenué allocation and rate
design, when the $5.2 million of increased revenues resulting from
other proceedlngs 1s added to the $458 7 mllllon 1ncrease
authorized by thls declslon, the total increase is $463.9 nillion.

1 The revenue increases set forth on the above table dlffers
slightly from those. submitted in this proceedlng due .to revised
present rate levels. The revised présent rate levels bécame
effective Septenber 19, 1990 and resultéd in'changes in the present
rate revenue. The tables in Appendlx C show the revenue

. requirements for each of the proceedings{ the present rate revenues

resulting from September 19, 1990 rate levels and the resulting
revenue changes.
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~~On-this:basis,-theffevenué*inofeases'tb-tﬁeivafious rate
groups are expected:to be as«follows.k‘»xfu'n SN S QAR VRRR TS T

NtLChange :Fron :Present- Rate «
Révenues With Loﬁ Income
c

::;ffwﬁéie Group ... .., Ratepayer Assistance (LIRA)
S o o ($M) (%)
Dorestic R X [ I g3
" Lighting - SMP‘ ;;f;j:”::';cigfﬁi;*i o0 i,:.f.x
GS-SPJTP SR T 26.6 5.0%
G5-2 e R S SR .144‘3 RNEEEE ‘7'2% g
Total 170,977 e 2% 7

largé Powver:

TOU-8-SEC = T Tag.e o wag T
TOU-8-PRI 13.6 T TT2.8%
TOU-8-SUB . . .28.2, . 5.6%
Total @ - L 68,7 . .  4,2%.
_ AG & Pumping:ﬂ 6.8 3.4%
3 Subtotal = . . 466.6. . . 6.9%
- 8t & Area ILgt ot {202y 0 (3.9)%
Revenue Requ1rement Change S O P - R -t 3
with LIRA . - ) T S A

The above increase in annual revenues will become effective on
Januvary 1, 1991,

While the increase to the residential class as a whole is
9.3%, the increase in residential customer bills for usage at or
below baseline quantities will be 11.5%. In the past, custoner
bills at or below baseline usage have been subsidized by custorers
in the residential class that have usage above baseline quantities.
The Comnmission believes that customer bills should reflect their
true cost of service. Accordingly, residential custonmer bills at
or below baseéline quantltles wlll be 1ncreased 11.8%.. .

Thé’ Conm1s51on also adopted a m1n1mnm blll of 8 5 cents_
per day for the Low Income Dorestlc rate whlch glves these-
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customers: a -15%i dlscount:compaged .to:what - thése qustomers would :
otherwise pay:under-thé domestic ratew .o cpidond ool o o

Lt ‘For purposes of :detexrmining. payments to- Qualifying I
Facilltles (QF) ; : the Comnission has iadopted.an Inorémental- Energy:w
Rate (IER) of 9, 531 Btu[k110vatt~hour (kwh) for the forecast
period. o

This proceedlnq remains opén’ for con51derat10n of

reasonablenessissues related €6 fuel ‘and purchased power costs for
the review period.- P d

IX: ; Summary of the ADDlication

on June 1,-1550,.Edi30n‘fi1éd this application in which
it regquested an annual revenue increase of $479 million or 7.1%,
. effective January 1, 1991. Edison also réquestéd that the revenue
requirenents which will be adopted by the Commission in several
‘ other pending applications be combined into one rate change
effective January 1, 1991. - o o _ o
Edison states that the proposed rate changes were
calculated in accordance with the revenue allocation and rate
design paraneters established in Edison’s Tést Year: 1988 general
rate case decisions (Decision (D:) 87-12<066 and Di88-09-031).
Also, Edison réquested that the Commission find thatt

a. Edison’s. fuel and energy-related costs
recorded in the ECAC balancing account fron
April 1, 1989 through March 31, 1990, were
reasonable} and

b. The incentive’ amounts, calculated pursuant
to the Nuclear Unit Incentive Procedure,
are reasonable,
These items are deferred to a séparate phase of this proceeding.
In D.88-03-026 and D.88-03-079 issued in Order
Instituting Rulemaking 2, the Comnission orderéd Edison to annually
update, in its ECAC proceedings, the IER used in the calculation of
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avoidéd cost-eénergy prices;;thefsnérqyxkeliabil1ty51ﬂdéx3(BRI)?ﬂand
the combustion turbiné proxy deferral valué uséd:ih the calculation
of avoided ¢ost:¢apacity:payments.:’ Theérefdre,;in:its application,
Edison:requested:that: thé commission adopt thée féllowiﬁq:c”?‘iié>?€
a: An-IER of 9,194 Btu/kWh for ‘the ECAC' .= i ity
forecast perlod, time-differentiated:; and

© bi ‘An-annual avoided capacity: costiprice ofi:i:
.$O[Lw tlme—dlfferentlated and based on:. .

1. Retention of the current ERI of.0.0} .
and

2. A 'changé::in the c¢urrent annualized
conbustion turbine proxy capacity cost
from $75.25/kW to $77.80/kW, using a
recorded Gross National Proéduct (GNP) -
. deflator. . .
These issues are addressed in this phase of the proceeding:

- In addition, Edison requested that the Commission find
reasonable the expenses recorded in the. ECAC baladrfcing account for
the period from April 1, 1989 through March 31, 1990. " This iten is
deferred to a separate phase of this proceedlng and will be the
subject of a separate decision. - '

Edison contends that the réquestéd revenue requirement
increase is neéded primarily to offsét forecast increases for 1991
in the exXpénsé related to power purchases from nonutility power
producers under the Public¢ Utility. Regulatory Policiés Act of 1978
(PURPA) . Accordlng to Edison, since 1983 purchases ‘from QFs have
steadily increased as a cost conponent influéncing ECAC rates.
PURPA purchases in 1983 amounted to 0.6% of dellverles. For 1991,
Edison expects that PURPA purchases will amount to 30. 5% of
deliveries.

Although the principal cause of the requested revénue
increase is the substantial incréasé in purchasés from PURPA
nonutility power préducers, Edison asserts that incréases in o0il
and gas expenses also contribute to the increase. According to




A.90-06-001 ALJ/BDP/dK * I A N ST

' Eaison,’ thé increaséd in 611 74nd gas expénses aréd 'due; inpart; to
rising natural gas prices and the anticipated curtailment of’gas '

supplies to Edison by the Southern’ California Gas company(SocCal).

S T
PRI

Iif.  Backqround

A. Eléectric utility Offset Procéedings

‘The Eéhé“pféceéé aiiows'eléétriC'fatéé‘to reflect. changes:

in fuel ‘and purchase ‘power expenses on'an annual basis outside:of

the utlllty' thres-yéar général raté case cycle.— This ECAC filing-
was made in accordance with thé raté caseé plan for processing -
energy cost offset proceedings that was most recently nodified by -

D.89-01-040. ~Under the raté caseé plan, staggéréd forecast periods

are designated for the major electric utilities. Edison’s forécast-

period is thé 12-ménth périod which bégins on January 1 of each
yeaf;3and ratés reflecting ECAC, Annual Energy:' Rate! (AER) , and
Electri¢ Revénie Adjustment Mechanism (ERAM) réevenue requiréements =
are adjustéd as of the January 1 revision date. The rate case plan
prévides for automatic suspension of the AER mechanism when the
forecast perlod upon which the then-cufrrent AER was calculated ends
and a new AER has not yet been adopted. Additionally, the
comnission in Order Inst1tut1ng Investigation (I.) 90-08-006 -
suspendeéd the AER for all jurlsdlctlonal ut111t1es on
August 8, 1990, ‘

By D.89-07-062 and D.89-09-044, which completed

implementation of the baseline reform legislation known as Senaté - -

Bill (SB) 987 {Ch. 212, Stats. 1988), the Commission ordered energy
utllltles to glve qualifying low income ratepayérs a 15% discount
on their energy bills. The costs of this LIRA program are
collected through a surchargé which is accorded balanc1ng account
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treatment and the:LIRA surcharge -is wpdated in the company’s EGAC .
proceedlngs.uq IR N N L N S ;

LT ‘consistent with preV1ous ECAG, proceedlngs,_thls . .
appllcatzon combines considération of ECAC issues with an updatlng
of key components of the calculation .¢f prices paid for power sold
to the utility by OFs:. The QF calculation issues relate to the
prices to be paid to QFs that do . not have .contracis specifying,
fixed-pricesi- -Variable QF prices are the sua_ef:thgee pasie
comnponents:  .a payment.for capacity, a. payment fdr the Operation
and Maintenance (0O&M) - costs that. the- utlllty av01ds because of lts,
purchases from varlably priced QFs, and.a variable payment for
energy. . -’

SorETin 4;; Ty

; Cr1t1¢a1 to the determlnatlon of these paynents are the
utlllty's ERI and IER.. ; _

_ The ERI is used to adjust the value Qfﬁa‘genericv
combustion turbine, which we have used as a proxy for a. ﬁtility's
avoided capac1ty costs and which therefore forms the ba51s for )
capacity. payments to QFs. An ERI of less than 1 6 lndlcates that
the utility is in an excess capacity situation in that it has more‘
than enough resources to raintain rellablllty._ o

‘The IER, which reflects the utility, system s 1ncrementa1
efficiency in convertlng heat energy to electr1c1ty, is comblned
with an estimate of avoided O&H costs to form an equ1va1ent 1ER
which is nultiplied by the utility’s 1ncremental fuel cost to
produce the price the utility pays for the variably prlced QFs'
energy.

_ There is a logical relationship bétween conyentional ECAC
issues and the bases. for QF prices. The forecast used to develop a
utility’s ECAC revenue requirement is derlved fronm the estlmated
production and expense levels related to hydroelectrlc, nuclear,
purchased power, alternative and renewable power, and oil- and gas-

fired resources. The forecasts of energy production and
avallability affect the determination of the utility’s generating
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efficiency at the margin as measured by thewlsRci;Similarly?“tﬁe -t
expected availability of-résourcés to nmeet'foreéast: démaﬁd is
reflegted-in-the ‘ERIye: 1 1 fcopmns oo o0 oni 0 0 o0n? T ey o

T ,Computérizéd:production cost:modéls: designéd to simdlate-
theé manner in wvhich utility resources meet system loads are useégd to
forecast energy costs" “which' underlie ECAC révenue requirement
calculations as well ‘as ERI and IER values. The sirulations are
driven by resource aﬁqflead assumptions which areiiﬁputs to the
model and which, in‘maﬁy cases, represent the resélutlons of
conventional ECAC issués that constitute the heart of an ECAC
proceeding. ST S

v The use of these nodels lntroduces another set of issues

concern1ng how the modeler and the nodel translate and simplify the
conplex1t1es of the utlllty system into terms that the model can
understand and what manlpulatlons the model nakes of this
1nformat10n.} ThlS category of . 1ssues is referred to as the
nodellng conVentlons.x :

The cOmm1s510n dlrected that wor?shops be held in ECAC
flllngs to determlne -resource and load data and other data that the
ut111ty used to calculate its IER. -(D.87-12-066, p. 205.) The
workshop is also to serve as a forum for the parties to agree, to
the extent 90551ble,>on the assunptions to be used and the
approprlate source of those assumptions. The requlrement for a
conmon data set modellng workshop was integrated into the rate case
plan‘by D.89-01-040, with a‘p:OV151on that the workshop should
occur early in the proceeding. Accordingly, a production cost
modelind_workshop was held by the Commission Advisory and
Coﬁblianceenivision (CACD) .
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B, -Procedural Background iy - ¢ {inarcos oo gilptno. ooiS 05 ¢0hoiof s
-« tBdison:originally-requested rates:resultingiinva revenue-
increase of $479 million on an annual basis for'sérvice rendered on

and- after January 1 1991, conprlsed of the: following components-

+ Millions o7 i 0
”of Dalla;s o

_ECABF... . S e . 284427
(AER »
SERABEF
«..* "MAABF
LIS

1

Total

" On June '25, 1990, the California Largé Enetgy’ Consuners
Assodiation (CLECA) tfited a motion requestlﬂg that Edison‘bé
requlred to update all marginal unit cost eélénents for purposes of
revenue allocatlon and rate design in this procéedlng.' on '
August 7, 1990, the assigned administrative law ]udgé (ALD) ruled’
-that Edlson should update its marginal unit custoner aﬁd demand
charges using- the GNP Inp11c1t Prlée Deflator. The ALJ also ruled
that - marglnal cost TERS should not be updated for révenue
allocation purposes but that the aVo1ded cost IERs used for QF
priding 'shall be revised. ‘

On Audgust 8, 1990, thé‘Divisioﬁ“of'Rateﬁéﬁéf~§dvbcatés'
(DRA) presented testimony in support'of an overall ECAC fevehﬁé\‘"
increasé of $300.7 million. On August 21, 1990 Toward Ut111ty
Rate Normalization (TURN) noved to striké portlons of the prepared
testimnony of DRA and Edison with réspéct to DRA’s and Edison’s -
proposals to reducé the nénbaseline to baseéline rate ratio. Both
DRA and Edison filed responses in opposition to TURN’s motion. oOn
September 6, 1990, the ALJ denied TURN’s motion, indicating that
the reduction in the nonbaseline to baseline ratio is a natter that
the Commission should decide.

on August 10, 19290, Edison updated its testimony to
reflect the ALJ’s August 7 ruling. The updated testimony also
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reflected ;a proposed;settlement in.Ac90<03-048:(thé 1991 -Modified !
attrition-Proceeding).and minor changés:and.correctidns to (J¥s\.innt
originalE;estianyqqusAa résult,; Edison regquested a revenueé > (7
increasé}inwthis proceéding of :$494.5 million which, wheén combined !
with Edison’s reguests in A.89-10-001, A.90-03-048, A.90-04-036,
A.90-05-016, A.90-06-002, :resulted in & conbined January 1, 199}
revenue increase of $621 million.

.On _August ,29,: 1930, .the Cogenerators of Southern
Callfornla (CSC) recommended a revenue increase of $465.6 nillion-
if Edison’s natural gas price forecast was adopted 'and $302:7::f .5
nillion if DRA’s gas price forecast was adopted., -—ciitafl ot i

- On September 10, 1990, Edison noved to strike & portion
of DRA's testimony relating to a proposed changé in néthodology in <
the calculation of marginal energy costs: On Soptenber 12, 1990
the ALJ dgranted Edison’s notion. S :

- Hearings began September 10, 19920 and concluded on
Septenher 20, 1990 in San Francisco. Public hearings Were held in -
Los . Angeles on Septenmber: 24, 1990 and statenments of four
residential custorers were taken at that time. These custoners
expressed concern regarding. the amount of the requested increase,’
and the impact on customers that manage on baseline quantities of
enerqgy. .. o , o :

, - While hearings were in progress, DRA pade a compromise
proposal. After discussion anong Edison, DRA, CSC, and the
california Cogeneration Council {CCC), a joint recommendation was
executed. As indicated in Exhibit 34, the “Joint Recomnendation of
Southern California Edison Conpany, Division of Ratepayer:
Advocates, California Cogeneration Council, and Cogenérators of
Southern California”, Edison and thé other signatories to ,
Exhibit 34 recommend an' ECABF revenue increasé of $287.5 million -
and an IER of 9,531 Btu/kWh. :

Opening briefs were filed on October 5, 1990. Reply
briefs were filed on October 19, 1990. Briefs were received from

- 11 -
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Edison;:DRA/:CaliforniacCity<County Street Light-Nss6siatién o0

(CAL/SLA), California. Manufacturers AssécidtionV(CMA); “¢EC{“CLECA, "

CS5C, Geothermal - Résources Assoclation and Indépendéﬁt’Eﬁéfgf““f”tp
Producers Association (GRA/IEP), Industrial Usérs, ahd TURN.

. ; IS TN

- 'Sumsmary and Quantification ér Issuves

.The following sections summarizeé theé uncontesteéd and
contested issueés in this proceedlng SRS AEEE NI
A. Uncontesteéed Issues ‘ T
1. Modeling Issues - S SR A e
- DRA used the Electric Utility Financial and Production

Sinulation Model - Version 1.83 (ELFIN) to develop its resource mi%

i

for the forecast period and used the output to develop the IER as -

specified in D.88-03-072. Although Edison filed a "base case”’
using the ELFIN model as required by D.87-12-066, Edison used the
Westinghouse Electric Corporation’s WESPRIDE Program - Version 3.1°

(WESPRIDE) for its determination of the revénue requirement and:the

associated IER. The difference between ELFIN and WESPRIDE is& that“
ELFIN is a load duration model while WESPRIDE is a chronologlcal
model. :

In prior ECAC proceedings modeling issues have been the '

subject of exténsive discussion. However, in this proceéding there
were no modeling issues largely because of the joint agreement
which is discussed later.
2. . Rate Design -
a. Class Equal Percent change

The rateé design procedures used by Edison in this
proceeding are in accordance with the Class Equal Perceént change
(CEPC) methodology previously adopted fér Edisén by the: Commission:
Edison proposes to design the customer, démand, and energy -charges :
in accordance with the CEPC rate design methodology adopteéd in
Edison’s last general rate case (D.87-12-066) for usée in ECAC
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proceedings. . No party-opposed- the; recorméndation. ~:We agree .that:. :
the CEPC nethodology should-bé continued. :. . oo 1i:4 4 -}
b. Rate Limiter Phasé-Out ~::f o1 to - iy b
St . Edison proposes to begin to:phase out rate limiters
by increaszngltheAayeragé and on-peak rate liniters effective: :i-
January:1,; 1991 over what étherwise would have been- éffectivéi on: .°
that date. Edison believes that phasing out rate limiters - is'
consistent . with prior Conmnission decisions. No party opposed:
Edison!s methodology for phasing out average and on-péak rate-:
limiters. - We agree that rate-limiters should be- phased out; -
c. *'LIRA Minimum Charge | R , _ ,
"DRA proposed a ninimun bil) chargeé of 8.5 cents per
day for the Low . Income Domestic rate: Edison does not oppose DRA’s
proposal that the minimum bill chargeée on Rate Schedule No. D-LI -
(Domestic Low Income) be reduced from 10 cents to 8.5 cents per
day. DRA’'s intent is to give the low incone domestic custorérs a
15% discount from what such custonérs would otherwise pay under the
donestic rate. DRA agreed that Tariff Schédule. No: D-LI should be-
changed to reflect that intent. In order to implément the change,
Edison’s Tariff Schedule No. D-LI should bée revised accordingly.
To implénent the proposal, Edison requests that the
Comnission include an ordering paragraph in its docision with the
following language to be substituted where appropriate in the
tariff: - : ‘

-7
it

Minimum Charge:

"The Basé Rate Energy Charge shall be. :
subject to a dally Mlnlmum Charge of $0.085
per single-fanily acconnodation: 1In
determ1n1ng when the Base Rate Minimum
Charge is appllcable, the nunbher of
kilowatthours used is multiplied by 85
percent of an Annualized Base Rate of....”

The above change to the D-LI tariff will ensure that
each D-LI customer receives a 15% discount from the domestic
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tariff.  Ke agFee.that: this change: isiappropriate: .The propodsed >
ninimum bil) charge of 8.5 ¢ents peér day should be adopted @ 1Y ~.i:
d. Time-of-Use Rate Schedules 1otihd oictt

. . To éstablish the .total énergy rates by time-of-use
period and seéason, in accordance with the CEPC procedure adopted - i
for. Edison, Edison proposes to set the off-peak energy:chargés:and:
second-block ‘énérgy charges:at :5 cents per:kWh (exeliding the Low
Income’ Rate Assistance Surcharde and the Public Utilities "o -oo
comnission Reimburseneént Fee) with thé on- and nid-péak.energy - .*:~
rates set to-collect thé remaining révenue requirenent  (after the -
customer and demand charges have beeén. sét)-andito-:reflect the
marginal energy cost ratios adopted in this proceeding. This
préposal is unopposed and consistent with Edison’s last general
rate case and last two annual ECAC procéedings. We agree that this
proposal should be adopted. '

3. Determination of QOF Payments - : : .

-~ - Edison, DRA, CSC, and CCC agreed in the joint i .
recommendation (Exhibit 34) that for the deternination of QF
payments, particularly through avoided cost postings, FEdison shall .
determine gas transportation costs using the gas volume adopted by -
the Comrmission in the nost récent SoCal Annual Cost Allocation
Procéeding beginning with A.90-03-018. Moreover, the partiés to
Exhibit 34 recommend that theé Commission adopt the principle that
Edison’s QF payments be determined using the gas transportation
costs based on the gas volumes adopted by the Commission in the
SoCal Annual Cost Allécation Proceeding deéecision in effect on the
first day of each QF paymént period. We will adopt this
recommendation. -
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" The: féllbwlhg refleéts the ' IER and' ECAC revenue probosals

of the’ parties'2 s R e L A T IS B S L

- : T 1
Proposed IER ‘ Proposed ECAC Revenue
o I ‘Increase - T
Btulkﬂh L Ajsrm;lliopli_.,~ﬂ

9,347 Cor o 32
" DRA " - 9,345 e D L 175,600
S.cCC it T 1 9,66279,515 0 - . Not available':
.CSC - ot . 9,666)9,792 - . 155.2/306.4 .o /
"In 1978, the federal government enacted the PURPA,: which .
required electric utilities to intérconnect: QFs to their grid ‘and
purchase all energy based on avoided cost pricing. During the = .°
forecast periéqd, January-Decerbér 1991, Edison expects to purchase
24,782 gigawatt-hours (gWh) of energy from QFs with 4,567 negawatts
(MW) of dedicated capacity (approximately 3,476 MW of effective = !
capacity). Thé energy and capacity éexpense from these QFs is
expécted to be $1,330.9 million and $571.3 million, respectively. ' !
The total amount of paymeéents to QFs during the forecast period is
projected to bé $1,902:3 million:. QF eneéergy is expected to supply
30% of Edison’s.total generation and purchases of energy.

‘In simple térms the price paid by Edison to the QFs is
determined by éstimating the British théermal units (Btu) the
utility would consume to6 produce another kilowatt hour of
electricity (called thé incrémental energy rate or -IER) and
nultiplying the IER by thé avérage cost of gas to the utility.>
The intent is that theée ratépayers be indifferent to whether the
extra Kilowatt hour of electricity is produced by the QF or the

2 See Appendix B; page 6 for éxplanatory footnotes.

3 See D. 88 03- 079, p. 21; CPUC, 2nd vol. 27, p. 571 for a
technical discussion on enéergy prlclng for QFs.. -
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utility. If the IER is set too high it means that the utility
could have produced that extra Liiowatt hour ofieleéctricity
cheaper, and thée ratepayers are harmed. If the IER is sét:too-low; >
the QFs are pald less than a falr price for their energy.

The IER set in. Edison s 1989 ECAC decision {D.90-01-048)
was 9,586 Btu/kWhi ‘ In this application Edison asserts that
9,347 Btu/kwh is reasonable; DRA proposes. 9,345 BtufkWhi. CCCG:(an
organization representing QFs) proposés an' IER of 9,515 Btu/kWh
when gas is incremental and 9,662 Btu/kWwh when oil is incrémental.
CSC (another QF organization) presented two IERs, one based on
Edison’s forecast assumptions and one based on DRA’s; CSC’s Edison
case IBR was 9,792 Btu/kWh, and their DRA case IER was
9,696 Btu/kWh.

) The issue of. the IER is very important to Edison’s
ratepayers because QF paynents now represent a large, qarowing
portion of Edison’s: total resource mix. QF purchases now réeprésent:
over 30% of Edison’s total resource mix, a larger portion of
Edison’s fuel and purchase power budget than oil and gas purchases.
combined. .- QF payments for gas-fired fuel generators are directly
proportional to the IER, since energy paynents to these QFs are. :
equal to the IER times the utility avoided gas or o0il prices. - The -
difference between Edison’s position of 9,347 and CSC’s Edison case
IER of 9,792 Btu/kWh represents approximately $15 million to
Edison’s ratepayers in QF payments, making IERs a highly contested:
issue between the utility and QFs. A substantial portion of .
Edison’s revenuée requirement depends upon the magnitude of -the -
adopted IER. The higher the IER, the higher the revenue
reguirenent. : :
Edison, DRA, CCC, and CSC offered considerable testinmony
based upon conplex computer forecasts to support their proposed
IERs. Their testimony supports a range of forecast revenue
requirenent and a range of incremental energy rates. During the
course of the hearings the parties discussed compromising their
differences and naking a joint recomaendétioh:to,the commission. i - -
Those discussions resulted in Exhibit 34 (attached as Appendix B},

- )6 -
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their ‘recommendatiorn .that .the Ccommission:adopt:an average-annual:.:
1ER of 19,531 Btu/kWh-and a total:revénue requirenment,inoreasé.of: +«
287.5 nillion.~ :The tine-differéntiated .IERsS:for the forecasti - !
per1od are réconmeénded to bet. . ;i oaidries ripnns o oo sy

\:- L

Peak - i - Mid : i Off: irSuper- Off<Pedk-:

© Surime? 13,574 " 8,402 7 8620 77 wyAe
=~ Winteér: . . H/A  10,;586: :9,562 5 o 8,128
e find that ‘the reconmendatioﬁs g4t tértn”in the‘]o{ﬁtwh
recomnendatlon (Exhlblt 34) ake’ wlthln a %easbnabie ZOné 6f "the
expected 'Values for- reVenue réqulrément change and IER. ‘Thé ﬁxnntt
recomméndation: of an aﬁnual average aVo1ded cost IER of‘9 531 R

adopted. This adopted result, howevér, should’ not bé construed to
be acceptance of the nethodolOgy or assunptlons underlylng the

parties! estinates of Edlson s reVenue requlrement or the IER.
B. Contestéd Issues ‘ '

1. ERI
. a. 'Eaéqubuﬁa
 The ERI is a factor uséd: 1n the calculatlon of ag-
available capac1ty payments té cértain QPs. And 1t 1sla way of‘
eXpre551ng whether the Valué of add1t10na1 capa01ty on an electrlc

than, the utlllty s marglnal capa01ty 1nvéstnent whlch 1s assumed
to be a conbustion turbine. oOut of’ the approk1mate1y 20 432 MW of
total Edison area generat1on capa01ty, théré are approx1mate1y
62 MW of QF capac1ty that are subject to the ERI.
Both DRA and Edison récommend that the ERI for the
forecast perlod should be zeré and thé oorrespondlng capa01ty prlce .
should bé $0.00. GRA/IEP reconmends that the comnission adopt an
ERI 6f 1.0 and that a fléor value of 0.4 be establlshed. cce
concurs with the p051t10n taken by GRA/IEP in this: proceedlng.
Edison and DRA both used the resérve nargln "
approximation méthod for calculation of the ERI. If the forecast
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resérve margin-is b:pércentage points or imore!above: the target.: :i:
reserve margin, ‘the ERI. is zéro.::1f-the forecast resérvé margin'is
less than-or equal to'the:targeét;  thée ERI-is équal:to.oné. iFor.a.:
forecast reserve margin within this range, the ERI declines: _
linearly :bétween:1 and 0 This method was used by both Edison and
DRA for A. 88 02 016, A. 89 05~064, and the current A.90- 06-001.

- The approk1matlon méthed is con51dered t6 ‘closely
approxlmate the Expected Unserved .Energy (EUE) method, whlch the
Comm1351on found in, D.86-05- 024 should ‘be. the. ba51s for. calculatlng
an ERI to reflect system capaolty needs.i The approxlmatlon nethod
1s, however,,ea51er to 1mp1ement than ‘the EUE nethod, 51nce the EUE
nethod. requlres one extra nodel (a rellablllty rodel) .

. b. Pos1t10n of Ed1son_ . o

Edlson argues that GRA/IEP's recommendatlon of an ERI
of 1. 0 has flaws and is based on erroneous assunmptions. Further,
Ed1son believes that GRA/IEP's recommended 0.4 floor value is a new
ERI nmethodology which is contrary to D.88-03-079,. . N

Edison states that for the forecast. perlod its 1991
avallable firm generatlng capac1ty is prO]ected to be 20,462 Mw.
However, GRA/IEP helleves that this pro;ect1on should be reduced by
1,122 Fw because Edlson s generatlng capac1ty resources should not .
1nclude. (1) 200 MW for Castaic. capac1ty, (2) 250 Mw for .
addltlonal spot capa01ty purchases assoc1ated w1th ‘the Bonnev111e
POWer Admlnlstratlon (BonneVLlle) Edlson Sales and Exchange _
Contract because thlS purchase is dlscretlonary, and (3) 672 MW for
Palo Verde Unit 3 and Alamitos Unit S due to scheduled paintenance.
Baseéd on the renoval of these three 1tems, GRA/IEP reconnends that
Edlson 's generatlng capacity avallable for 1991 should be 19,340
MW. Edison contends that GRA[IEP'S assumptlons are 1ncorrect.

» Accordlng to Edlson, it d1d not include any capa01ty
in the resource ‘plan for the Castalc pumped storage unlt in the
calculation of the ERI. Thus, removal of 200 MW of capaclty from
Edison’s resource plan is improper. Also, according to Edison,
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removal of the:250 . NW spot capaocity purchasecisiinappropriate; . .o1
because:thé Ccalifornia Enérgy Commission: (CEQ):and this Commission |
have in their reéports-and dedisions.recognized:that:the Bonneville
contract ‘is-an existing and approvéd:contract:which. should be
included in Edison’s resourceéiplan for calculating the ERIi- ! :
Regarding Palo Verde Unit-3 and Alamitos Unit 5, -Edison asserts .-
that inclusion of thése-units in‘its generating capacity. forecast:::
of 20,462 MW is appropriate under.the reésource modeling-assumptions
used to.calculate the ERI. .--Edison ‘argués that removing these .. -:
resources: fron the total capacity  for maintenance outages is not -« ..
appropriate. - According to Edison, scheduled . outages are -recognized
in the: determination of the target resérve margin’ used in ‘
calculating the ERI. Therefore, Edison asserts that since.
maintenance outages are includéd' in the determination o6f the -
reguired resérve margin, when the model detérmines the reserve
margin, such résources cannét be removed again or this would be
double-=counting the outage. . IR ‘ L
Next, comnénting on GRA/IEP’s péak denmand forecast,
Edison argues that .the GRAJIEP forecast of 18,299 MW is ovérstated
by at least 2,034 MW for the following- reéasons:: '(1):the recorded
1990 peaK demand of 17,647 MW which GRA/IEP used as the basis of
its estimate, should be reduced by 1,094 MR.for unused direct . .
control load ranagenment; (2) the recorded 1990 peak demand of
17,647 MW should be reduced by 440 MW to adjust for higher than
aveérage teémperaturée conditions{ (3) GRAJIEP’s projécted 1991
forecast peak. démand of 18,229 MW should bé réeduced by:the -
escalation of the 300 MW Sacramento Municipal Utility District
(SMUD) sale; and (4) GRA/IEP’s 1991 forécast peak demand of
18,229 MW should bé reduced by at least 200 MW for recently
approved conseérvation programs. o : ; _
According to Edison, by making the four ad)ustments
déscribéed above, combined with using a 2% peak load growth.
escalation factor, rather than a 3.3% éscalation factor, GRA/IEP's
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forecasti peak ‘demand would:be reduced to about’:16;200- MW. 1cEdison=t
believés that with thesé adjustments; GRAJIEP!S: forecast would: then
bé cOnsistent wWith Edison’s._forecast -of 16,160 : MW 1 ti-uis rrr aved
S -In. résponse to GRA/IEP!s.argumént on: the appropriate-
peak load'growth escalation factor; Edison conténds-that-a 2% f-¢
growth rate, rathér .than the CEC’S 3i3% growth rate;, recommerndeéed;:by
GRA/IEP;- should be used to calculate the: 1991 forecast:.peak:dénand:
Edison believes 'that the CEC’s 3.3% growth-rate-is not applicable:i:
for seveéral reasons: The CEC’s1987 peak .forecast, shown.in-—: e
GRA/IBP’s Exhibit 25,: is not the actual recdérded 1987-Edison'peak~~
(managed or unmnanaged). Thé 1989-1993 peak forécasts are not .
officially. adopted by the CEC as noted 'in thé footnoté on page 4 of
Exhibit 25. "Additionally, Edison argues that the years selected-
for determining the growth rate significantly impact the. .
conclusions: Edison points out that if the 19920 to 1991 years are
used, thé CEC’s growth rate is 2.6%.: If the years -1988-95 are : .
used, the CEC’s growth rate is 2.4%. In sumnary, Edisén’s position
is. that the CEC data in GRA/IEP’s Exhibit 25 is not-a valid basis
to establish the 1991 péak -load growth escalation factor.
N ‘¢ Position of DRA ‘

PRA agrees with Bdison that the Comnission should.
adopt an ERI index of 0.0 for the forecast period. -DRA dlsagreeS‘:
with GRA/IEF’s récomnéndation that ERI of 1.0 be adopted with a-
floor of 0.4. . o

DRA sees an inconsistency in»GRA/IEP's-positiona;wDRA
points out that in D.:88-09-079 the Commission directed the parties:
to usé "the load and résource assumptions developed during the ECAC
proceeding” to derive the ERI. The Commission stated that this
approach to ERI updating énsures consistency with the results of
our ECAC proceedings without adding issues to theée latter .
{Di:88-09-079, p. 8, footnote 4). GRA/IEP did indicate in testlmony
that it agrees with DRA’s policy that the same resource .plan should
be’ used for developing both thé ERI and the IER as well as the-
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testlmony on the calculation of the ERI value, it did not offer any
test1mony on:the use of the same resource:plan .for. developing the .
IER. . h?cp,rdl_ng._ to DRA,..GRA/IEP:relied:on the :load and resource; ..:
assunmptions that were used by Edison to determine the ERI, and: made
changes from there for purposes of. 1ts own ERI developments LA D
Therefore, DRA bhelieves that the GRA/IEP analysis supporting its
réecomnended -YER of-1.0 haeua,fundamen;al,flau since-it does-not: . ,
rely on{the_eame;resource;plansfor;deVelopingiall_components of .- ...
this case. = .. L T T B

, L Hext DRA argues that GRA/IEP'S recommendatlon to:
modlfy the reserve margln approximation method to have a floor ofg;
0.4 for the ERI should be rejected.  DRA points- out ‘that :the: . .. .
reserve margin nethod closely tracks the EUE method. If .the same -
resource assunptions are used,in each. method, and_;he_BRI,is very ..
close to zero under the approxinmation method, then, according to
DRA, one would expect that.it would be very close to zero under the
EUE method as well. :

Also, with regard to GRA/IEP'S recommendatlon for a -
floor of O 4 for the ERI, DRA points out that D.89-06-048, which
GRA/IEP relles\on, specifically addresses Pacific Gas and Electric
Company (PG&E) which is highly dependent on hydro, and according to
DRA, that decision is not applicable to Edison in the short term-
(D.89-06-048, p. 5, footnote 8). . : :

DRA recomnends that GRA/IEP pursue its recommendatlon
to have an ERI floor of 0.4 in the Biennial Resource Planning
Update proceeding, which is the appropriate forum to determine QF
paynent methodologies.

d. Position of GRA/IRP

GRA]IEP argues that the ERI proposed by Edison and
DRA results from a methodologlcal approach nany tlmes rejected by
the Commission; that, contrary to assertions by Edison and DRA, the
Ccommission has never approved that #1.0/0.0” ERI approach; and that
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in any: évéﬁt théluse ofi'cordrect-144d4Hd> Pésdirad data! yigldg“an”
ERT 0f ‘21574, Wéll'in é¥cesSs of 170, and nédt thé BRi‘éf" zef&ﬁtif'"’
proposed by ‘EQiSon and:DRA; > Bécausé '6f thé fundahentdl” 6lspafity
in p6sition betweén thé parties; 'GRA/IEP réconméndd, ' ds &’ 1nter1m
réasuré; that thé Commissdion donsidey appi?iﬂg‘in thls case’ the‘”
", 0[0 4% ERI approach™it: adoptéd in D.89-06-6048. ' o

: Also,; 'GRA/IEP -takés excédptiocn to Edison's ‘and "DRATE
posiﬁién én‘capadity valdatién. According to’ GRA/IEP, ‘Edisonrs” 7
proposed -ERI 6f 0.0 ‘is'OF Specifié sincédlin all 6thér contéxts '~ °
Edison admits the value of additional capacity. GRA/IEP points‘éut
that in: its'diréct téstimony it Ha€ ‘recitéd éxamplés of instances
whére Edison has taKen actions Sr madé répréséntations to this
effect:” (1) Edison’s réquest for émergency capacity from OFs; -
(2) its support of thé Bonnévillé capacity purchase contract, whic¢h
the Comniission approved, based on a 1990 ERI of 0:43 'and a 1991 BRI
of 0.56}% and (3) -its nerger testlmony that so=called surplus system
capacity was worth no6 less than $60 per kw- ~Year, :

Accordingly, GRA/IEP urges the Conmidsion to take
note of the position takén by EdiSon and DRA in this matter and
recognize -that théir ERI recomnéndation is belied by Edison’s
actions elseéwhéré. On the othéer hand, GRA/IEP believés that its:
recomméndation is wholly ‘in liné and consistent with the capac1ty ‘
valuation reflected in thése othér céontexts.
Regarding resource availability assumptions, GRA/JIEP

states that!t ' I

(1) 1Its reviséd ERI calculation of 2.574
reflects a correctlon for 200 MW of
Castaic capacity:

{2) The exclusion of the purchase of the
250 MW spot capac1ty under the
Bonnéville contract is$ inconsistent
with Edison’s proposed ERI of zeéero but
consistent with Edison’s assumed ERY
of 0.56 used to justify the contract’s
cost-effectiveness;




ite(3) s« GRAJIEP: raccepts Edison!s: pos1tion on.a: vy

the ava11ab1lity of Palo y?rde unit R T
but does not accépt Edison’!s ddésertisd n B
that the deletion of Alamitos'unit S.

- for a, malntenance outage; would result
in a double codnt ng.
I SR RIS
Edlson 1gnores t e fact that 1t has
Rever ‘Atténptéd to invoke all of the
1,094 'MW for which it: has load: g
Ymanagement 1n place,‘and does not plan

o that it will ¢urtail 'service . to ‘theése .
custoners;

* Edison’s relianceé on-avérage :

.. . .tenperature conditions to establlsh
T Myeéather normallzed"'demand is
“.inconsisteéent with its othér-weather-
... related conditions, such as hydro
r”avallablllty. ‘

: GRA[IEP'S rev1sed ERI reflects a o
correction for escalating the 300 MW
capacity sale to SMUD: :

;it"iS"ihcotréct'for’ﬁdiéoﬁ‘to include
- consérvation that- is not currently in.
place because there is no assurance,

that the fundlng of these additional

prograrms will yield the expected
,result. and

~ The CEC’s 3.3% demand growth rate
should be favored over Edison’s
intérnal undocumented 2% proposed
rateé.

Lastly, GRA[IEP argues that neither Edison nor DRA
01te any Commlss1on ‘deterrination or flnd1ng which can be construed
as an adoptlon or endorsecent of 1ts 1.0/0.0 ERI approach. GRAIIEP
belleves that Edlson & and DRA’s reliance on last year s ECAC
dec151on (D 90 01 048) is mlsplaced because the 1. 0/0 0 ERI'
approach was not a subject of that proceedlng.' Accordlng to e
DRA/IEP,

methodology ylelded an ERI of zero, and there was no one in’ the’”
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case with an\lntefestoln seeinq -to .the correct:appli¢ation of prior
Conmnission detérmi tiOn }ﬂ that‘éJent._ﬁC; :jj
e.: stcuss1on- TS i daten iy 3545

"we will” addFess’ GRA[IEP'S argument that the use of
correct load and resources data ylelds an ERX well 1n excess of 1.0
and not the ERI of zero proposed by Edlson and DRA. The proposed
GRA/IEP ad)ustments are: addressed 1ten by 1tem\a

' (1) The' 200 MW of! Castalc capacity, apparently, is
no longer in- dlspute since GRA[IEP's rev1sed ERI calculation
reflects this correction. : '

(2) Notwiths tanding that purchase of the 250 MW of
spot capacity under the Bonnev111e contract is’ dlscret1onary we
conclude that this:is: f1rm capac1ty which is available to Edison.
Since Edison may ‘avail itself of this capa01ty”when necessary, we
find no rerit to GRA/IEP’s argument'that it should not be included
in Edison’s resourcesffor_IQQi,j,Theréforé,_GRA/IEﬁis adjustment is
not adopted. ' o a

(3) Edlson s argument is that Palo Verde Unit 3 and
Alamitos Un1t 5 arée- shown in the modeling of Edison’s resources,
and the avallablllty or ton- avallablllty of these resources is
properly accounted- for in the modellng process.; According to
Edison, because all maintenance outages aré reflected in the
modeling, removal of these items would result in double-counting
the outage. We belleve that Edlson S’ argument is valid. GRAJIEP
failed to demonstrate that thls is not so. Accordlnqu, the
GRA/IEP_adjustment is not adopted.

. (4) The fact that Edison has never attempted to
1nvoke all of the 1,094 H of loagd management that it has in place
does not negate the fact that it is a resource that 1s avallable.
Further, we should p01nt out that the customers on load management
schedules are served on a tarlff whlch requlres such custoners to
be curtalled when Edlson has the need. Edlson is obllged to serve
thesevcustomers strictly in accordance with the tarlff.‘ Fa;lure‘to
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curtail:such customers:wheninecessary.isi;discrimination:against :o:
other customers who are in effect subsidizing:the lower rates: :¢
enjoyed by customérs on:load. managenént-rate schédules. Since
Edison has .the option-to curtail:all customers on these schedules .:
when there is a need, we-réject GRA/IEP!s argument that 1oad-i.. - .
managenent -is -not aviable resource. . - S EEETERS
i s 0 p{5) -~ Edison’s position‘is that the 17 647 MW recorded
June: 27, 1990 +péak. figure .used by GRA/IEP is not -representative::
because it includes 440 MW of load that would.not.have occurred
under average conditions: Edison points out that -its target
reserve nethodology accounts-for extreme heat conditions on a -
probabilistic basis; therefore, average weather conditions should . !
be assuned for the peak denand forecast. If GRAJIEP has- .
reservations regarding this issue, it may raise ‘its concerns in the
next Biennial Resource Planning Update proceeding. For purposes of
this proceeding, we conclude that it is reasonable to adopt
Edison’s position since Edison has allowéd for: extrene heat
conditions in its target reserve methodology.

(6) The 300 MW capac1ty séle to SMUD, apparently, is
no longer in disputeé since GRAIIEP'S reVLSed ERI calculatlon
reflects this calculation. R

PR

VD% P 1-

(7) Regarding conservatlon that is currently not in
place, we beliéveé that GRA/IEP may have a valid argument. Edison
expects that the new programs will reduce 1991 peak load by 240 MW,
However GRA/IEP’S assunption is that none of this conservation will
yield any result. We believe that GRA/IEP is overly pessimistic.
For purposes of this discussion, we will assume 50% of the 240 MW
does not become available. \

"(8) Lastly, we address GRA/IEP’s argunent that for
1991, the CEC’s 3.3% growth rate should be used rather than
Edison‘s figure of 2% that it uses for internal plannlng purposes,
: We beélieve that GRAJIEP has a valid argumént that
Edison has not demonstrated why its 2% growth rate is approprlate
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for 1991, However, We bélieve that GRA/IEP!s ¢¥élidnce on'celesiia
3.3% factor is idappropriaté too6: - clIic Al e enlv oot dopey s
cxiit . As Edison-pointéed 6ut)i thé:3[3% CEC gréwth rate,v ol
whichiis:for 1987-94, ‘is overstated’ bééaﬁée*it*iﬁélﬁdéé?a‘1987‘35“"
recorded value unadjusted f£for wéather, *!Further, the CEC ' ey
specifically did not officially adopt this gréwth rate-(ExhlbltFQS;
footnote) : ! And noré importantly; this BCAG‘pfééeediﬁg is concerned
with:1991.: We belieévé that a forecast for théi1987-94period<ig Vi
not specific enough for ‘éur purposeév: - ol o Daloal Pt
‘21 o Since GRAJIEP has reliéd on thé CEC: forecasty we will
use the CEC data to deriveé a specific féréecast for“1991.7°:0Onthis
basis;> thé CEC 1990-91. forecast is calculateéd to bée 2.7%: (17399 MW-
+ 16943, Exhibit 25). : : : SRR I - oo
’ i If the above 2.7% grawth rateé 'is used to evaluate
GRA[IEP'S argument, the ERI would st111 be ‘Zerol’ :

"MW
_1990 Recorded Peak used by

" GRA/IEP o 17,647
Unused Load Managénent - oo Ty T
.. Edison P051t10n o _ N {1,094)
Weather Normalization - o ‘
. Edison Position. S {440)
50% Conservation Not Reallzed - SRR TP
~ GRA/IEP Position 320

| 16,233
2.7% Growth B 7 438

16,671

1991 Capacity - 20,493
Load with 2.7% Growth - 16,671

Reserves % ' 22,9
Target Reserves 3% S o 16.0
Reserves Exceéd Target % a 7. -8

. As shown above, since the reserves are more than 5%
above the target, the ERI is zero. (See ERI Background section
Bl.a).
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In.summary,- we conclude:that-.thé Edison/DRA | :
recomnendation of:an EBRI'of zero for.the forecast period isi. . ..
reasonablé. : Accordingly,. baséd on an-ERI of zero, the.resulting-::
avoided, cost payment to certain QF‘s. durlng the forecast period is :
$0/)\H. o e e T R T T P T N BRI AT

Régarding GRA[IEP'S request for a f100r=0f}0{4’f0rgfm
the ERI, we bélieve DRA has a valid arqgument that simply because
PG&E has-a floor: 0.4, that.does :not mean that the same should apply.
to Edison. :PGL4E- is - more hydro dependant that Edison: Therefore, . :
we do not find GRA/IEP's reconnendation based on PG&E D:89-06-=048
persuasive.- D

- ~ ¢ _—
et

"2, Esdalation of Marginal
Customer and Demand Costs

a. Background

- Following a motion by CLECA to update marginal unit
customer and denand costs, on August 7, the ALJ ordered Edison to
update its marginal unit custoner and démand costs using ‘the Data
Resources, Inc. (DRI) forecast of the Gross National Product (GNP)
Inpliéit:Price'Deflator." Edison provided thé requested update.
TURN filed & motlon for reconszderatlon of the ALJ’s rullng on
August 10, 1990, TURN argueéd that the Comnission has ‘previously
ruled that updates to such costs would not be considered in ECAC"
prodeedings. Therefore, TURN believés that thé ALI’s ruling was
inmproper becausé it denied TURN propér notice and its right to be
heard. TURN’s tidtion for reconsideration was denied by the ALJ on
September 6, 19%0.

b. Position of TURN
TURH argues that theé ALJ adopted a méthod for
caléulating marginal customer and démand costs without notice and
an opportunlty to be heard.
TURN notes that the August 7, 1990 ALJ ruling

determines that "Edlson shall update its marginal Wnit custoner and
demand ¢osts u51ng the DRI forecast of the GNP Implicit Price
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beflator, and provide new ‘class ‘marginal- cost: revénue'
responsibility percentageées.” ' According to' TURN,: this ruling:~: .~ -0
violates (both the laws and the Constitution of -this state bééausev“
it adopts a method for altering thé previously adopted'marginal
customer and démand costs without prov1dlng notice and an
opportunlty to be heard.: ‘ Lo T e

=~ i . Further, TURN points out that when it requested -
permissgion to offer evidence on marginal: custoner and deimand costs -
which did not rely on a 31mp1e escalatlon methodology. the ALT ¢
denied its réguest.: . - R B P

According to TURN, theé sole basis for the ALJ’s

ruling is CLECA’s claim that marginal customer. and demand. costs
have increased by at least the rate of ‘inflation. ' TURN asserts
that CLECA did no analysis to support an increase in parginal
custoner and demand costs. Therefore, TURN contends that such an
untested cla1n is not sufflclent to support a change in the
Comm1351on s adopted nethodology and the increase in residential
rates that will result from thls change, .

: . Also, TURN notes that in Edlson s general rate case
dec151on (D 87-12-066), the Connission stated that narginal -
custoner and demand costs would not be considered in ECAC
proceedlngs. Therefore, TURN arqgues that D.87-12-066 may not be
alteread wlthout a hearing. TURN cites Public Utllltles (PU): Code
§ 1708 and the case of California Trucking Association v. PUC,
(1977) 19 cal. 3d 240, 245 in support of its position..

Also, TURN relies on PU Code §§ 454 and 728 which
require that the Commission may not raise any rate except upon a
showing before the Commission, and after a hearing. Aaccording to
TURR, in this proceeding, in violation of the above-cited statutes,
the Commission has not held a hearing or,_indeed,‘develqped‘any
evidentiary basis for the adopted increase in marginal demand and

customer costs and the corresponding increase in residential rates.
TURN argues that, instead, the Comnission has relied solely on the
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untested assertions of the.industrial customers, theivery parties- -
who will stand to benefit if marginal costs are altered, to change-
the method of calculating marginal custoner:and .démand costs in
order to raise resigdential rates:- & - i vt

- c. - Position of Edisen -~ . . i ST

Edison states .that although marqlnal unit cost e
elements .are not generally updated.in ECAG proceedings, Edison did
not oppdse the updating of marginal.unit demand and customer costs
to reflect escalation in this ECAC bécause: such updating was - -
limited:in scope and could beée accommodated without delay: Due to a
change "in Edison’s géneral rateée case schedule, marginal unit demand
and customer costs have not been updated sinceé January 1, 1988. - .
Edison -believes that this has caused unanticipated éffects on its
customers. Theérefore, Edison does not object to escalating these
costs in this ECAC proceeding by applying DRI’s forecast of the GNP
Implicit Price beflator. ' . :

N Edison points out that the ALJ qranted CLECA'’s motion
requésting an updaté to reflect inflation, but permitted parties to
present evidence that escalation should not occur and whether - -
factors other than the DRI GNP Implicit Pricé Deflator should be
used if escalation is ordered. } :

Edison argues that the ALJ’S rullng permitted partles
to present evidence of othér escalation factors if they considered
that the DRI factor was not appropriaté. Edison asserts that TURH -
could have presented such evidence:; however, it chose not to make
any showing regarding the escalation of marginal customer and
demand costs. Therefore, Edison submnits that TURN did, in fact,
have notice and an opportunity to be heard and its arguments to the
contrary should bé réjected by the Comnission.

Regarding TURN’s contention that there was no
analysis to support the increase in marginal customer and demand
costs, Edison believes that the DRI GNP Implicit Price Deflator is
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amply'SUppOrtéd in tha‘recora and can: lawfully be adopted by the
Commission., .0+ ! s B fragrous : TR RIS B R SN A |

: d.‘!Positién Of CLECA : [« 1 pover, v St sl v oo g

CLECA’s witnéss, Barbara:Barkovich, testified that:

use of the GNP Implicit Price Deflatoriis appropriaté in this
proceeding. -Shé noted that thé Conmission has adopteéd thée sane
méchanismifor updating marginal génération derands costs for QF
pricing purposes. She téstifiéd that she would ‘expect marginal
transmission and distribution demand costs as weéll:as marginal
customer costs to ‘éscalaté at a rate similar to‘that of marginal.
generation‘denand costs. “She testified that she wdas aware of no
productivity gains which wéuld causé these types of costs to change
in a manner different that the GNP Implicit Price Deflator.

' Regarding TURN'’s allegation that thée ALJY’s ruling
violated its procedural due process rights, CLECA argues that there
is no basis to TURN’s allegation since TURN did not avail itself of
the opportunity to presént evidencé. CLECA points out that while
TURN presented an expert witness on other questions, it offered no -
evidence . concerning the updating of the'marginal unit custoner and
demand costs. TURN did not attack through expert testimony the -
ALJ’s choice of the GNP Implicit Price Deflator as the mechanism
for updating these costs. "NoF did it present any evidence
suggesting that the marginal customer and/or demand costs have
rémained stable or haveé declined in the three years since the issue
of D.87-12-066. ’

e. Position of Industrial Users
Industrial Users argue that TURN continues to ignore
the central issue addressed by the ALJ’s ruling, i.e., the neéd to
make some reasonable adjustment of the Commission’s procedures for
updating of marginal custoner and demand changes, in light of the
unanticipated deferral 6f Edison’s test year 1991 general rate
case.
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suilt oo According toIndustrial Users,; there is a compelling :
need . for such an adjustmént-and it relates to two considerations. !
First,: it makes ' no sense that the Commission should have to nake
its . réevenue allocation decisions 'iA this proceeding on the basis of
stale and outdated marginal cost data: Second,i basic fairneéss and’
equity dictate that thosé customers whosé reVénue allocation would
be séverely skewed in the absence of updating receive the benefit
of an adjustment to offset soné of the undesirable consegquences of.
the deférral of:Edison’s test year 1991 general rateé case.:

"f£. . Position of CMA - - . : :

R - CMA argques that:the only asserted support for TURN’s
position is that the Comnission decided in Edison’s ‘last general
rate case that only narginal ‘energy cost should be updated in ECAC
proceédings. - According to CMA, TURN ignores the fact that the
Comnission’s decision was not a grant to TURN of the benefits of
distorted cost allocation. CMA assérts that the Comnission’s
decision was a compronise between accuracy and the need for speedy
action on ECAC applications ‘and that in making that conpronise, the
Comnission expected it to apply only to two years of ECAC cases. .

CHA points out that by the third year, which the
current case represents; the Commission expected that fully updated.
rarginal costs would be used for the ECAC, based on new general -
rate case data for all elements of cost. : Thus, according to CMA,
with the delay in Edison’s general rate case, a major premise for
the Comnission’s conpronise of accuracy and expedited rate relief
is no longer applicable.

, Regarding TURN’s contentions that it has been denied
procedural due process, CMA contends that TURN makes a basic error
in applying its cited statutory and court authorities for its
position. CMA points out that TURN treats the ALJ’s ruling
allowing evidence to be submitted updating marginal costs as a
decision of the Commission that the rates in this case will be
based on the updated costs. And CMA believes that TURN fails to
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recognize that :it had evéry reasonablé .opportunity -during thi;
proceeding to offer evidence and substantive argument to persuade -
the Commission that ‘it should use¢ 61d instead of néw cost data.  <ii
a2 st -t Inresponse to TURN’s conténtion that .the action of
the ALJ- was taken without adeguaté notice and evidentiary hearings,:
CMA subnits that the authorities cited by TURN all . pertain to the::
need for notice -and hearing before the Comnmission acts, not- before :
an ‘ALJ. nakes a ruling on admission.of evidencéé on which the -
Commission could rely, after full notice and hearing as TURN clains
to be required. CMA believes that the principles oflaw reguiring
a hearing before action is taken by the Commission have been met.
g.- Discussion _ , ‘
..+ .. Although the Comnission decided in Edison’s last
general rate case that only marginal énergy cost should be updated :
in ECAC proceedings, the Comnission expected that by the third year
after that decision, there would be fully updated marginal costs -
availahle for this ECAC proceéeding.. - But for the postponement of
Edison’s general rate case, this proceeding would have had the
benefit of new géneral rate case data for all elérents of cost.
Therefore, the circumstances which the Comnission had in mind when
Edison’s general rate case decision was issued, changed
significantly.

o When CLECA filed its notion in this proceeding.
arguing that, as a result of the postponement of Edison’s general
rate case, the situation created was a skewed and unfair picture of
customer class marginal cost revenue responsibility, no party
disputed that claim. Therefore, we believe that the ALJ correctly
directed Edison to update its costs using an across-the-board

escalation factor. The updating was a simplé ministerial task and
it was acconplished with mininum delay. ‘' More importantly, as a
result, the Commission is now not in a situation where it has to
base this decision on stale data.
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51 ndr oo TURNYs - xeliance .on PU Code §§ 454,: 728, and 1708,; and,
the Callfornia Trucking Association case reflects a basic ...
misundérstanding of. these authorities., Thé¢ cited statutory and
court authorities stand for the p;opositlon,that;the.Commisslon;:gia
should provide parties with an opportunity to be heard before the ..,
comnission acts. In this casé, TURN has been provided with notice; .
and ample opportunity .to be heard before the Conmission acted. &s
pointed out by the interveénors, TURN chose not to introduce expert .
witness testimony to support its position that the Commission
should use the old data. -

. Also, the ALJ correctly denled TURN's request to
offer evidence on marginal customer and demand costs which did not
rely on a simple across-the-board escalation nethodology. TURN’s
request was, in effect, an attenpt to relitigate the nethodology .
for computing marginal costs andfor an attempt to selectively
relitigate individual cost components. Just as TURN believes that
there are certain individual items which should be addressed in the
interests of their clients, the other parties no doubt have similar
concerns regarding different items that would be advantageous to -
their clients.  If TURN’s request had been granted, other parties ..
could have made sinmnilar requests. This proceeding could have then
developed into a general ratecase proceeding.. That is a result
that negates the whole purpose of an ECAC proceeding. .

Accordingly, we affirm the ALJ’s rulings on updating
rarginal costs for revenue allocation purposes.

g

3. Gas Cost for Marginal
Energy and Demand Costs

- a.  Background
Edison and DRA recommend that $3.25 per MMBtu average
cost of das Which DRA uséd to prepare thé revenue requirement in '
the joint récomméndation (Exhibit 34) be used for the marginal
erlergy cost calculation and revenué allocation purposes if the
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COmm1ssion ‘adopts the -joint Yecommendatloh. TURN supports the DRA
proposal, it o T S ey Gecrilan e
fas ot T HoWever,  Industrial Usérs,; CMA; €SC; CLECA;‘éhd’CCég“
disagree with Edison and -DRA. Théy reconmend a gas cost of '$3.12
per MMBtu,: based on the testlmony of Industr1a1 Users? witnéss
Chalfant.- A ST - AL T
fa At the outset of thls proceeding,»Ehé"baé'COéE‘
recommendatlons ‘Were: ot S T SR
e DRA -~ 7 82,84 pér MMBtu '
Industrial Users $3.12 pér MMBtu
E&iéonf T : $3{40 ber"HHEtu

introduction of the joint recommendatioén which récomménds a réveénue
reqﬂifehént and IER, Edison, and DRA chandged their récomméndation

" b. Position of Industrial Users
Industrial Users argue that ‘thé proposal of Edison
and DRA that the gas cost assumption purportedly underlying the -
joint recommendation beé applied for revenué allocation purposes
should be rejected in favor of permit* ¥ a disposition of that
issue on the merits. S

Industrial Users conteénd that the joint
recomnendation, by its terms, disposes of only two issues in the
case: revenue reguirement and the appropriate 1ével of the IERs to
be employed in QF pricing calculations. However, two of the four
préponents of the joint recomnendation - Edison and DRA - contend
that the joint recommendation assumrés a specific gas cost and that
that cost should be used in the calculation of the marginal energy
costs factored into the allocation of the authorized Edison
revenues. In contrast, another of the proponents of the joint A
recomnendation - CSC - strenuously disclains the incorporation of
any specific gas cost into the joint recommendation and opposes the
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carryover applicétion Sfithe jéint féconméndatibh in the revenie:
allocation Xo2o1 3 33 SRR A LI PRI S L R T N L
KR i ¥pdustrial Users’subnit-that a figure d4reéd upbn’ by‘
only twWé 'of thé partiés té thé proceéding should “rot be applied:*:
without further ado to control othér issués in the caSé“ﬁffdirééﬁ“‘
and immediate concern to those parties not involvéd' in thé joint
recémméndation. Industrial Users assert that thé Commission’s
proper ‘¢6urse is té ignoré thé assumptidns purpoértedly uwnderlying
the joint recommendation-and to deécidé thé issue of Edisonfs 'gas -
cost for purposes of thé marginal ‘énergy ¢ést and' révenue
allécation délibérations heréin on‘the mérits of Eﬁaﬁ’iééﬁef‘i;éfg*
on the basis of the récord évidénce présentéd 6n-the issue. R
: ' - Industrial Users! witness, Alan Chalfant, took: idsué
with DRA’s decision to résort to the SoCal ACAP proceeding: for thé
joint recommendation gas cost input. According to Chalfant,“if '’
oné’s objective is to determine as accurately ad possiblé Edison’s
gas costs for 'a revénue réquirément and reveriué allécation purpose
in this proecééding, it makes no sensé whatéver to use SoCal’s gas
cost as the point of referénce. Chalfant asserts that apart from
the intrastaté transportation conponént, Edison’s gas costs aré a
function of 1its own gas procurémént policies and bear no
relationship to thé avérage gas price paiqd by SoCal t6 procure
supplies for its total system supply. ’

Industrial Useérs point oudt that théir proffered gas
cost of $3.12 is supportéd by substantial evidence. In sunmary,
Industrial Users’ witness, Chalfant, basically focuséd on the léveél
of spot market gas costs at the California border, acknowleédged by
Edison as the most important factor affecting Edison’s gas costs.
That determination, in turn, required that Chalfant develop!: (1) ‘a
figuré reflecting thé pricé of Permian Basin spot gas delivered to
El Paso Natural Gas conpany’s (El Paso) rain line, and (2) a figure
for the interstate transportation of Edison’s gas via the El Paso
pipeline facilities. According to Chalfant, Edison’s actual 1991
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gas. ¢pst could be lowér:than his $3, 12 figure because the El-Paso; .
transportation rate could be less., Industrial Users NXGE N0
accordingly that cChalfant’s recommended.gas cost be adopted for
purposes of the marginal;cqstgand corrésponding revenue allocation-
determlnaflons.lk o C ) IR N VDR JUT I P

Q. P051t10n nf CHA : - : R B T

Af ;- .; CMA also agrees wlth Industrlal Users ang the othe1\¢
intervénors that the $3.25 gas cost figure has no significance .
out81de the context of the joint agreemént. - - S TR T

. Also, CMA agrees with Industrial Users that the : ‘
marginal energy cost should be baséd on .the best gas cost evidence -
in the record. CNA agrees wlth Industrial Users?’ witness = o
Chalfant’s testimony that the cost of firm gas supplies to SoCal in
est;matlng Edison’s cost of interruptible gas service is
irrelevant. .
d. POSltlon of CSC . .

CSC submits that the $3 25 gas flgure has no -
relevance even within the context of the Joint Recommendation. - -
Accordlng to CSC, the Joint Recommendation, by its terms, does not
represent any single set of underlying modeling assumptions or
inputs. Further, cSc takes no position regardihg the "correct” gas
cost to be used in determining marginal energy cost.

e. Position of CLECA : S
o CLECA agrees with Industr1a1 Users and -the other
intervenors. CLECA is opposed, for purposes of determlnlng the
marglnal energy cost, to the use of the gas cost figure ”implicit”
in the joint recommendation or to be adopted in the SoCal ACAP.
CLECA supports the development of a cost of gas figure in this case
based on record evidence.

. CLECA points out that in thelr initial testlmony, DRA
and Edlson presented very different natural gas cost estimates. -
DRA supported a $2.84 per MMBtu figure while Edison foresaw
dramatic increases in gas costs and urged the adoption of a $3.40
per MMBtu figure. Industrial Users’ witness, Chalfant, presented a
case for a gas cost figure in between the DRA and Edison estimates

™

- 36 -
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at $3.12 per :MMBtu. - CLECA supported-:the. 16Wér DRA-figure andiraover
utilized it 'in development of CLECA’s préposed:revénueé allocationi?
.. CLECA argués that in the jointirecommendation, thée:!i»
DRA, Edison and the QF répresentatives réached an agreement on.ii:
oveérall revenue requirenent and on the IERS to: be iuséd for QF
pricing purposes.: These parties specifically did noét agree on a
single gas cost figuré' for any purpose. They did agree.that, forri
OF pricing purposes, gas transportation césts:should bé'‘deternined::
using the gas volumes adopted 'in thé ndst recént SoCal ACAP. ' Thus;
CLECA contends that while the joint reécommendation- provided an.
ovVerall revenué requirement proposal, it failed to provide any
guidance on marginal enérgy costs because.both DRA and Edison had
backed away from théir earlier gas cost proéoposals. ~* & .7
CLECA argues that thé comnission should develop and:
implerient a revenue allocation based on a marginal unit energy cost
evidence in this proceeding. Also, if the intént of the parties to
the joint recommendation is that this determination be based upon -
the results of the SoCal ACAP proceeding, CLECA vigorously :
protests. CLECA points out that it is not a party to that case and
should not have to participate there to influence revénie. "
allocation in this case. Further, CLECA contends that it has not: -
been establisheéd why a SoCal weidhted average cost of gas figure .
would be relevant to Edison’s cost 6f gas. According t6 CLECA; "
Edison generally buys its gas on the open market, not from SocCal.
And CLECA beélieves that under D.90-09-089 Edison will be proh1b1ted
fron purchasing more than 65% of its gas fron SoCal. » R
In sunnary, CLECA is troubled by the. suggéstlon that
revenue allocation should bé based én a cost of gas figuré which
simply “falls out” of the joint recommendation. CLECA points out
that theére is no évidentiary support for this figurée. No witness
explained why it is a good estimate 6f Edison’s ‘gas costs for the
next year. It is sinply a numbér, chosén by DRA as a *middlie:
ground” for purposes of facilitating agreement on the ovéralil
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revenué; reguivénent¢ CLECA submits.that thé¢ Comnission needs a> -
firmer base for its adopted revénué allocationei-According to«i:
CLECA, that sound foundation is provided by: the testxmony of
Industrial Users! witnéss.Chalfant. : :
o ~f: (Position of €CC: ¢ : : e TN

S . CCC agrees with Industr1a1 Usérs. and the other :
intervenors. - CCC states that the -$3.25 per MMBtu gas cost.figure:»
has no significance outsidée the context of the joint agreement:.: :o
According. to C€CC, it is merely one price from a range of prices.:::-
that, depending on other resource assumptions, could have emérged -
fron the post-processing of DRA’s cost simulation run:: Viewing it .
as more than that would not only be contrary to the understanding: ..
set forth in the joint recommendation, but would attribute a
significance to the number that it does not merit.

.CCC argues that in D.87-12-066, Edison’s general rate
case decision, the Commission recognized that in sone .
circumstances, the gas price used for. purposes of cost allocation -
should not mirror the gas price used in determnining the IER: CCC
believes that this proceeding presents exactly such a case.
Therefore, CCC urdes the Conmission to not use the gas price
underlying the joint recommendation and: create a false link between
the gas price emerging from the DRA cost simulation computer run
underlying the joint reconmendation:
g.. Position of Edison

Edison states that if thé joint recommendation is not
adopted, the Cornmission should usé Edison’s forecast average gas-
cost of -$3.46 per MMBtu and the corresponding revenue increase of
$494.5 million. Edison believes that its recommendation is
consistent with the Commission’s decision in Edison’s last general
rate casé and ECAC proceedings. According te Edison, in those ,
caseés, the Conmnission calculated marginal energy costs and revenue .
allocation using a gas price consistent with the revenue
requirement.
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Ve /'Edidonargués:that ‘using -an avérage-gdd price for

revenue - allocation that is consistént with the ‘gas ‘pridéeciundériying
the revenue requirement helps:maintain the!rate rélationships: > /o
adopted in-Edison!s general rate casei’ Edison bélievés thit 'SucH 'a
pProcedure ‘Waintains a consistent comnission methedology fér~
calculating revenue allocation and marginal énergy:costsy v i

According to Edison, the $3.12 pér!MMBtu proposed by
Industrial Users should bé rejeécteéed bécause it is an ‘inpernissible
change of ‘méthodology in an ECAQ procéeding. ' Faisen conténds’ that
if Industrial Users’ proposal is acceptéd; theé gas: pricée for il
revenue -allocation will bé différent fréom the' gas price uséad'té -
develop the révenue réquirement.  Edison subnits that if ady '
consideration is to bé given to Industrial Usérs’ proposal, it i
should wait until Edison’s néxt general rate case when the '~ ~ -
methodology : for calculatlng rarginal énergy costs can'be
reevaluated. -

h. Position of DRA

DRA ‘agreés with Edison’s position that the sare gas
price be useéd for developing the feVenué‘féqﬁirémeﬂt'éé is uséd for
revenue allocation. DRA believes that the argumént of Industrial’
Users should be rejected for seVéral reéasons:

- DRA arques that thé Industrial Users’ récomméndation
is a change in methodolégy which should not propérly occur in' & -
ECAC proceeding. DRA notes that the Industrial Users’! witness
conceded that in past ECAC proceédings thé Commission has uséd the
sane gas price for revenue reguirémént and révenue allocation
calculations. Thérefore, DRA beliéves that what Industrial Usérs
is prop051ng is a new interpretation of 7fuel price.”

Further, DRA disagrees with Industrial Users?
proposal to construe fuel price as theé spot gas price that Edison
can purchase gas at, instead of the pricé used to develép revenue
requirement. '

1
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5t vino Also,DRA-asserts that .adoption.of c(Industrial Users’
propgsal . would skew, the effect of -rates on different customer.ii(av
classes, . On-the one hand, revenue .requirement which . has to.be i -7
allocated among all customer groups would.be.based. on one.das - i
price, while at the same time; the actual.allocation would.be based
upon marginal energy costs developed from.a different. -gas.pricec: -
1. ‘Discussion L Ty e
L T¢w..: i We agree thh EdlSOD and DRA that we should continue ;
to maintain a consistent. methodology for .calculating revenue R E
allocation and‘marq;nalnenerqy,costsl However, we. cannot-adopt the
Edison[DRA_recqmmended gas cost of $3.25 per MMBtu simply because -
it underlies DRA’s computer run that developed theé IER of.9,531 .v.&
Btu/kwh that is the subject of the joint stipulation. _As testified
by DRA witness Bill Lee, the $3.25. figure -is . nothing more than a:
compromise figure. And, as pointed out by. the Jntervenors,,prlori-
to the joint reconmmendation, Edison and DRA were far apart on the
appropriate gas cost. T T T R i
e On the other hand, Industrial Users’ witness Chalfant
has reconnmended a gas cost of $3.12 per MMBtu that is supported by
substantial evidence. - Y S : RN
As the 1ntervenors point out, the parties .to the .. =
joint agreement did not stipulate to any gas cost or resource
assunptions. Moreover, the $3.12 figure may be used with .other
reasonable resource assumptions to develop the same IER of 9,531 "
Btu/kWh that the parties stipulated to in the joint agreement. The
witnesses for Edison and DRA agreed that other reasonable resource
assumptions would yield approximately the same IER using the DRA
computer run. Therefore, we find that use of the $3.12 figure is
not in conflict with ths premise that there should be consistency
between the methodology for calculating revenue allocation and
marginal cost., Accordingly, we reject the Edison/DRA argument that
the $3.12 figure should not be adopted because it represents a -
change in methodology.
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potainah v In, summary, wé¢ ceonclude -that Industrial Userst ;i e d
recormended gas cost is amply supported by. the: evidence in;this i r1i
proceeding, and $3.12 per MMBtu should be used-for purposes Of nniii
developing revenue allocation. .- ‘..., ..

4. -Baseline/Nonbaseline Differential P
»; . @ - Background - ;- . A LE A S S TC RN T R
Pursuant to SB 987 and D:.89~ 09 -044, (Edison recomnends
that .the Commission reduce the nonbaseline to baseline:rate ratio ::
by increasing.the baseline rate on January-1, ;1991, 2,5% -more than :
the average increase for the Domestic rate group. ‘' DRA.proposes i: -
that the_baseline'rate_be_increasedls%'more than the average .. :. -1
increase for the Donestic .group. - TURN prefers Edison’s proposal to
that of DRA, but recommends a phase-in of the tier differential -
reduction with the beginning of the summer.
b. Position of Edison D St T
Edison believes that the ratlonale for the DRA'
proposal is based on a misconception about the nature of the
deadline in SB 987, Edison contends that SB 987 imposes an
entirely different deadline: :

"Baseline rates may not be 1ncreased SO as
to result in substant1a1 elimination of any

"significant difféerential bétweén baséline
;and nonbaseline residential rates 1n less
than 30 months followlng the effective date
of this sectlon. (SB 987, p. 6. }

s -]
EARF R W i

Edlson argues that in carrylng out the intent of the
bill, the Comnission deéesires to pursué the reallqnment vigorously
but recognizes that it is ”not to substantlally eliminate any
significant differential betwéen baséline and nonbaseline rates for
at least 30 months...” _(D.88—10-0$2, pp; 2-3;) Edison contends
that the Comnission has established May 1991 as the deadline before
which it may not make substantial reductions in the tier
differential. (D.89-09-044, p: 7.) . Therefore, Edison submits that
its proposal makes steady, neasured progress toward reducing the
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tier differential andiid consisteént: with thé Comnission’s decision
in Edison’s last ECAC proceedingi - "i(D.90-01-048, ' p., 84() D Ana - o
Edison’s  proposal tékéS‘ihtc:éécouﬁt‘thé"iaté irlcreasés experienced'
by baseline customers in recent years. o /i7o - fi o ion g v
Edison furthér: arques(that the: séSsbﬁéiiphﬁsiné
suggested by TURN is unwarranted. In PG&E’S$:gé&néral ‘raté case, the
commission reduced thé différéntial bétwéen Tiér'l and Tier 2
rates, expréssed in cents/kih; by 25%. ' Baséd on:Edison’s original’
proposal: (with ‘a -total .Fevenué:changs of $686:8 million)!/ ther&: -
would ‘only be-a 2% réduction:in thé céénts/kWh tieér differéntial, -~
In absolute terms, the maximum possible. increasé for baseling !
custoneérs caused by Edison’s proposal to décréasé thé tiér
differential is 60 cents per month. Edison beliéves that the
impact on customers simply doés not justify a phased implenéntation
of Edison’s proposed tier differential reductlon.
U e Position of DRA

DRA believes that.the additional 5% incréase in thé i
baseline increase ovér the Donestic averagé change is warranted in’
light of the intent of SB 987, as well as subsequént Commission -
decisions emphasizing thé need to rapidly réduce tier
differentials. DRA contends that the language of SB 987 clearly
states that tier closure should be undertaken as expéditiously as
possible. |

"In establlshlng re31dent1a1 rates, the

. conmigssion shall réduce high nonbaséline
residential rates as rapidly as possible.

If the commission increaseés baseline rates
pursuvant to Section 739, révenues resulting
fron those increases shall be used
exclu51ve1y to réduce nonbaseline
residential rates.” (Emphasis added.

SB 987, Section 4.)

DRA asserts that it is cognizant of concerns about
rate shock and thé potential impact upon low incomé ratepayers of
rapid tier closure. DRA believes that its tier closure proposal is
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reasonable,’ and is consistent with:/SB-987 and prior:Commission i ..
decisions on this subject. - DRA points out that:-the Edison’s LIRA::
program exists to addréss 'thé neéds of those ratepayers for whonm -
rate closure coincides with qualified financial.rneedt and
approximatély :10% of:Edison’s Domestio customers receéive LIRA,
7 d. ! position of TURN R T ST TR
- TURN beliéves that Edison’s proposal is the: naximum
tier differéntidl réduction that should be approved: © In addltion,
becausé of theé large ovérall.inoreasé,: TURN supports-delaying the. =
implénéntation 6f thé tier différential reduction until May, :when .
the basellne qiantities are adjusted. - , oL : .
- TURN arqgues that Edisdn has® already nadé substantial -
progress in reducing its tier differential.  If Edison’s tier
closure proposal is adopted, its differential will be amorig the
lowést of thé najor utilities. 1In light of this progress, TURN
sees no reason to adopt DRA‘’s proposal. :

TURN points out that DRA’s tier closure proposal w111
cause rate incréasés of more than 15% for customers who use at or -
below their baséline allowancé. TURN considers this increase
excessive, éspécially in light of thé incréase that residential
custoners havé ekpériencéd o6ver the ' last few years: :

TURN submits that SB 987 directed thé Commission to-
reduce the tier differential in order to avoidihigh winteér gas
bills. SB 987 also direécted the Commission to avoid excéssive rate
incréasés and not to substantially eliminate any significant
differential betweén the two tiers. According to TURN, DRA’s
proposal simply idgnores these legislativé directives.

€. Discussién

We believe “hat DRA’s proposal is unnecessarily harsh
on custoners with usagé at or below baseline quantities.
Approximatély 33% of Edison’s domestic customer bills fall into
this category. Evén with the reviséd lower revenue regquirement.
adopted by the Commission in this decision, if DRA’s proposal is
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adopted, -the increase to these:customers.would be: glose to :15%.c.: .
Since the.systém average increaseé. is.6.8%, and the increase.to the ..
residential class as a whole is 9.3%, DRA’s proposed increase to -
customers at . baseline:usage isieXcessive i i oaiio o cpanin o
"'DRA’s:argunent that ‘10% of Edison’s custorers receive

assistance under LIRA is not persuasive... A.majority of custoners
with usage at or below baseline quantities are not.on LIRA.

vtisii T Y On'balance, we:agree with TURN that Edison’s -2.5% ;
Baseline/Nonbaseline differential proposal is a nore aqceptableﬁmwa
alternative, 'and it is a measured response to SB 987. We adopted a
2.5% Baseline/Nonbaseline differential -in Edison’s-last ECAC rate .
change (D.90-01-048, p. 34) on theée recommendation of Edison and
DRA. We see no réason to change this rate of closure. S .
Accordingly, we will adopt Edison’s récommendation. On this basis;
the increase to custoners at or below baseline quantities will be -
approx1nate1y 11.8%, B :

- Howevér, wé are not persuaded by ‘TURN’s argunent that
implenentation of the tier differential reduction should be delayed
until May. - Wé bélieve that the impact caused by Edison’s tier
closuré proposal doés not justify a phaséd impleémentation. It -
should be implemented on January 1, 1991 along with all other rate .
charnges. E :

5. Reévenue Allocation

Edison, DRA, and intervenors representing CLECA,
Industrial Users, and CMA recommend that the Commission allocate
the total combined revenue requirement at 100% of Equal Pércent of -
Marginal Cost (EPMC).  TURN recommends a 2% cap above systen
average percentage change as a limit to the full EP¥ZT revenue
allocation, : o -

Edison, DRA, and the intervenors argue that even on the .
basis of the resideéential increases over system average  percentage.
change identified by TURN, the burden on Edison’s residential ‘
customers appears to fall well within the range of tolerable llmlts
established in earlier Comnission decisions. The intervenors urge
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accordingly, that. - TURN’s proposed cap-be . réjected and .that the . ....i:
Comnission’s: lopg-standing goal of -full EPMC on the Edison systen
by 1990 be efféctuated on January 1, 1991. B T

. TURN argues.that Edison and the others overlook the fact
that- thé Connission in Edison’s last general rate case degision -
stated that:-: ‘ . :

- 'The cons1derat10n of ‘revenue allocatlon issues - v s
_in ECAC, however, does not and should not
“include Yelitigation of the marg1na1 cost :

structure and ‘levels:adopted -in this : B UL RN,
proceedlng ” (D 87- 12 066, P, 264 } )

-------

According to TURN, the. Comm1551on has llnked the
achieverent of a full EPMC revenue allocation and the use of
“stable marginal costs”. ] _ . . .

As we stated prev1ous1y, Edison’s test year 1987 general
raté case D.87-12-066 was based on the Comnission’s expectation
that Edison’s neXt general rate case rate design decision would be
issued in three years. However, Edison’s general rate case rate
designtdecision was postponed by an additional eighteen nonths .
(D.89-08~036). ' Therefore; TURN'’s reliance on:D.87-12-066 is no
longer appropriate. Thesé changed circumstances now make it
necessary for the Commission to modify that decision: Accordingly,
TURN’s argument is not adopted.

As set forth in the table above (in the Summary of
Pecision section of this decision), based on updated marginal unit
customer and demand costs, Industrial Users’ gas cost of $3.12 per-
MMBtu, and a full EPMC revenue allocation, the increase to the
residential class’is‘IO‘l' The systém averagé increase is 7.6%.
Therefore, the increase above system average percentage change to
the residential class is 2.5%.

Typlcally, when the prOpOSed sysﬁem average percentage
change is 5% over system aVeraqe, we have employed a 5% cap to
limit the ‘amount of increase to the re51dent1a1 class. However, we
are not persuaded that the 2.5% incréasé above system average in

- 45 -~
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this casé is disproportionately burdensoreé to thé' residantialis oo
classi ¥ Accordingly, TURN‘s request for:ai2g! cap ‘over: system rad o
average is denied. T L SR L AR I
T * AS ‘stateéd previously, the Commission is condidering

revenve chaﬁges ‘associated with other ‘applic¢ations., The proposed !
revenue increase, for all Edison’s proceedings currently before:'us,
will be allécated to achieVe full EPMC based rates for all classes
effective on January 1, 1991.' Such a revenue allocatlon of the
total January 1, 1991 cémbined Yévénue requlrement ‘at’ 100% of EPMC
continues the Commission’s pOlle of ach1ev1ng full EPMC:
(D.87-12-066, ‘Conclusion of Law 130).

Détails of theé adopted révénuée allocation are set forth
in the tables contained in Appendi¥ C. \ ’

- 6. Miscellanéous Iteéems -

a. Request for Finding of . ElllellltY ‘

" On Octobeér 19, 1990, pursuant to Rule 76.54 of this
Comnission’s Rulés of Practicé and Procédure, -TURN filed a request -
for a finding of eligibility for compensation in this proceeding.
Under the terms$ of the Rulé, such a réquest must be filed within - -
30 days of the first préehearing conférence or within 45 days after
the ¢losé 6f thé evideéntiary record. TURN’sS request conplies with
the second option. - ' L

Rule 76.54(a) (as révised in D.85-06-126) sets forth
four reéequirements that should be addréessed in-an eligibility
filing. Each of thése élemeénts will bé discussed below. -

{1) A showlng by the customer that

participation 1n the hearlng or
proceed1ng would pose a 31gn1f1cant
financial hardship. A summary of the
finances of the custoner shall
dlStlthlSh between grant funds committéa
to speécific projects and dlscretlonary
funds. If the customer has met 1ts "
purden of show1ng financial hardshlp in
the sSame calendar year, as determined by

the Comnission under Rule 76.05, 76,25,
or 76.55, the customer shall nake
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1 =7 teréference:-to that deocisioén by number to
aipi Sabisty this requirement, .. . .= CV T LAY AT e
TURN has previously beéen found to have met. its burden
of showing finanoial hardship-forfcaléndar iyéar 1990 in.«i
D.90-09-024,; dated Séptermber 12, :1990. .::Théréfore thé requirement
of Rule 76.54(a) (1) has béeén satisfied. '~ 0 oot

1

eIt g s (2) 0 'A statement: ‘of . 1ssues that the c¢ustomer -
et aree 1ntends to raise. 1n the. hearlng or .
) o proceedlng.A

. . crettoi -
- Slnce TURR had already completed 1ts expected )
partlclpatlon at the tlme 1t f11ed 1ts request, the 1ssues ralsed
by TURN are already matters of record, partlcularly as set forth 1n
the prepared testlmony of TURN‘s wltness and 1n TURN's cross-
exag;pat;onmand brlefs. TURN part1c1pated on the 1ssues of
rarginal oost, révenue allocatlon and the residential tier
diftereqtiai._

3(5)~ An Estlmate of the compensatlon that will

be sougnt.

Dependlng upon - the Comm1531on s dec1s1on, TURN states
that 1t nay request approx1mately $30,000 for its work in this
casé. This estimate of potential compensation is based on an
assumed 150 hours of attorney t1me at an hourly rate of $150,
expert w1tness expenses of $5, 000 and $2 500 for "other reasonable
costs,” primarily postage, telecomnunlcatlons,.and copy1ng»
expenses. The precise amount of compensatlon and the
reasonableness of the compensation sought will be addressed in
TURN's request for compensatlon filing after the Comnmission has
decided this matter. ) o :

(4) A budget for the customer s presentation.

TURN’s budget for this case is $30,000, as discusséd
above: in connection with the estimate of compénsation.
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of 1:We:conoludé:that TURN has: met ‘all 6f the requirements
of Rule 76. 54(a) and thédéfore should 'vé féidae1igible for
compensation in this préceedinge.! yimirsivaia oo 0

b.. iFuél iInventory I&vels and Carrying:Costs it v.ii -

o c«irsy DRA contends (in . its opéning brief that:specific.:-o>,
forecasts of fuel carrying costs and:the Chevron .option.paynents i
should be adopted regardless of whéther the Commission adopts the
joint recommendation. Edison”dlsagfeest Edlsoﬂ argues that these
expenses are nho dlfferent from any other expenses that underlie the
)01nt recommendatléﬁ such as ‘céal, hydro, of huclear generation,
and théte i no reason for the- éommi551oh to* de01de ‘Such’ issdes 1f2
the ]01nt reconnendétlon is adopted. Edlson po1hts not that o
forecasts of these’ eXpenses weré included 1n the recommended
revenue requlrenent in the )01ht tecomnendatloﬁ ‘and speciflc values
are not necéssary to implement the joint ‘réconnendation.

Ke agree with Edlson that spe01f1c forecast 1nVent0ry
levels and ‘carrying costs should nét be adopted as ‘this would
involve sone of the resource assumptlons not accepted by the
partles to the ]01nt reconrendation. Accordlngly, DRA’s request is
denied. o ] o '

' The Comnission by 1.90208-006 suspended the AER for‘

all jurlsdlctlonal utllltiés on August 8, 1990, ° In the )01nt
recommendation the parties reconnend that-if the ‘Ccomnission

reinstates the AER or adopts a successor procedufe, 1100% of the’
expenses and - reveHUes sub]ect to thé AER or succéssor pfocedure
should be recorded in the Energy Cost Adjustrient Account until ECAC
rates reflecting a new forecast of fuel and purchased power expense
have beéh madée éfféctivé by thé Commission in a subséquent annual
ECAC filing. ‘ '

¢. amk

TURN takes no position on the révenué trequireneéent:
increase and IER contained in the joint recomméndation. TURN
strongly objects, however, to paragraph 3 of the exhibit entitled
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#Ratemaking.Treatnént: of ECAC Expensés.?. According to TURN; this.
paragraph attenpts to:préjudge the outcome.of OII 90-08-006 and any
successor - proceeding by récomnrending that.Edison - be exenpt-fron -any
AER Or similar mechanism:.the Connission may adopt.: TURN:recommends
that paragraph 3:o0f the ‘joint recomnendation bé specifically- - .
rejected. RS

{ii-Paragraph.3 of the joint recomméndation states:

S#35 Ratemaking Tréatment "of cECAC Expenses -
) \mThe partles recommend that if the —
T'tomnidsion; in 0OIXI 9008006, v T -
- reinstatés:the Annual: Energy Rate g
.. ("AER") or. .adopts a successor
procédure ‘100% 6f thé éxXpensés 'and’
. revenues subject to the AER or:
successor . procedure shall be recorded
“in the Energy Cost Adjustnent Account
until ECAC rates reflecting a new
forecast of fuel and purchased pow ,
expense has been nadeé''éffective bﬁfthe”
.. Commission in.a subsequent-annual ECAC
_-filing_”; (Emphasis added, Exhibit 34,

A Edlson argues that it would be unfalr to apply an
1ncent1ve mechanlsm such as the AER to a forecast of ECAC-
1nc1udable costs after such costs were developed in ant1c1pat10n of
the contlnued suspen31on of the AER.' And accordlng to Edlson,_lt,
would also be unfalr to apply the AER. or any other 1ncent1ve \ '
procedure to only part of the forecast perlod‘

months of forecasted data) is placed 1nto effect part way through
the forecast perlod the Company wlll not have a reasonable i
opportunlty to recover lts fuel and purchased poaer costs nor w111
the ratepayer pay. rates whlch represent a. reasonable forecast of

fuel and purchased power costs expected to be 1ncurred durlng the
period whlch .the AER is in effect,

We agree that relnstatement of the AER Or a successor
mechanlsm could result in tice- related 1mhalances of expenses and
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revénues - if ithé reinstatément were padé part way.:through:a forecast
periédi ‘Howéver; any transition procedures to.alleviate:thoseuvnii
imbalances properly beléngs:in 1:906-08-006,' not:this proceeding. -
In-order to'réserve the issue for 1.90-08-006,.we will adopt TURN'’S
récomnendation to reject the terms of paragraph 3 of the 301nt Tt
recommendation. Lo i
: TURN ‘raises a valid point regarding possible future
petitions for modlflcatlon ‘of .this: deczslon based on ¢lained
changes in underlylng assumotlons to the )01nt agreenent. We
specifically decline to- accept the methodology or assunptions
underlying the. partles' estlnates of Edlson s reVenue requirement
or the IER. Therefore, e w111 not entertaln any petitions for
nodification of gas cost or’ any 1tem underlylng the joint
recommendation adopted in this proceedxng.
a. Street quhtlnq ,
CAL[SLA supports a. revenue allocatlon based on full
EPMC. Slnce revénue allocation in this decis1on is based on full .
EPMC, the street llght customer group rece1Ves a 3.6% reduction in
revenues as conpared to a system 1ncrease of 7.6%. This means that
the street’ llght group would receive an 11 2% reductlon relat1Ve to
the' system increase. In past proceedlngs the Cormisséion has at
tines placed floors on theé reductlon to any customer grOUp in
revenue alloécation.’ G1ven the dize of the reductlon to streést’
llghtlng custoners if’ full EPMC is adopted here ‘a‘floor should beé -
cons1dered. However, the streéet llgntlng group is only about 1% of
Edison’s révénué Yequirément. Thus, placing a f16o# on thé stidet
light group would prov1de little added revenué reductions tO'Othef
groups. Thls, coupled with thé Commission’s désire to nove to a-
full EPMG allocatlon rakés the adoptlon of a floor on thé revenue
allocation for streét llght customers unnecessary here.
CAL/SLA also recommends that an "unbundled &pproach to
raté désign should bé employed in order to inform street light
customers of the separate charqes for energy, custoner access,
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facilities . maintenance, and-rental” and thati”energy, denand; and
customer charges should bé. based:on: marginal ‘Gosts-and: the EPMQO« 0t
revenue allocation.” . This recommendation will not:be considéredi -+
here since it clearly involves the litigation of rate désign issues
which is inappropriate for this:ECAC proceeding and: is more .
appropriately considered in a general rate casei ™ , . : i
Comments on Proposed Decision D T :

- Pursuant:to PU Codeé:§ ‘311 and the Commiss1on's Rules of
Practiqe_andsprocedurey‘the;Proposed Decision was published on
November 16, 1990. Conments were timely filed by CSC,. DRA; -
Industrial Users, and TURN.. Reply comments were timely filed by
CLECA, CSC,: and Edison.. S SCR O

‘Afteér considering the.comnénts, wé affirm the Proposed
Decision. Nonsubstantive correéctions wéré made and: clarlflcatiéni‘
provided where necessary.

FPindings of Fact

1. On June 1, 1990, Edison filed this &pplication in which -

it requested a revenue increase of $479 million on an annual basis
for service rendered on and after January 1, 199},

2. While hearings were in progress and based oh a perceived
interest among certain parties in reaching a compromise regarding
the revenue increase and an appropriate IER, DRA made a compronise
proposal, which resulted in a joint recommendation which was -
eXecuted on September 18, 1990. ' '

3. The “Joint Recomnendation of Southern California Edison
Conpany, Division of Ratepayer Advocates, California Cogeneration
Council, and Cogenerators of Southern California”, recormend an
ECAC (Energy Cost Adjustment Billing Factor (ECABF)) revenue
increase of $287.5 million.

4. The testimony of the parties supports a range of forecast
revenue requirements and IERs. " :

5. The jointly recommended IER of 9,531 Btu/kWh also falls
within the range of positions advocated in this proceeding.

6. The parties’ support of the joint recomméndation is based
upon the Commission’s adoption of its terms and conditions.

- 5} -
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16 Tin:Thé requesteéd revenue ircreaseiis based uponthé jeint 2+t
recommendation: and reflécts:changes to:the ECABF;, ERABF; and MAABF;
and:LIS:which are not dlsputed by the: partles té the‘joint LYY
recommendationy - o o icoe o SRR TAN T T TS

8. - In additlon t6 the revenue increase reéequéested in this -
ECAC application, the combined January 1,:199) revenuée changés ' =
associated with other pending applications neéd to bé donsiderea - in
this proceeding for revenue allocation and rate design purposes.
.9.: .The Comnission suspeénded the AER for all jurisdictional i

utilities on August 8; '1990: - - .- o DTSN it

-10:. The parties recommend that if thé Comnission, im:: i
OII 90-08-006, reinstates the AER or adopts a sucééss$sor procedure): -
100% of the expénses and revenues subject to the AER or successor
procedure should be récorded in the Energy Cost Adjustmént Account
until ECAC rates reflecting a new forecast of fuel and purchased
power expenseé have been made effective by the Comnission in a i ¢
subsequent annual ECAC filing. oo o

-1Y. The rate design adopted in this decision, including
design of the custonmer, demand, and energy charges, should be in -
accordance with thé CEPC rate desiagn nethodology adopted in -
Edison’s ‘last general rate case for ECAC proceedings.

" 12. Edison proposes to begin to phase out rate limiters by
increasing the average and on-peak rate limiters effective .
January 1, 1991.

13. DRA concurs with Edison’s methodology for increasing the
rate limitérs. ' '

14.  DRA proposed a minimum bill charge of 8.5 cents per day .
for the Low-Incone Domestic rate.

15. Edison does not oppose DRA’s proposal that the ninimum
bill charge on Rate Schedule No. D-LI (Domestic Low Incong) be
reduced from 10 cents to 8.5 cents per day.

"16. To inplement DRA’s proposal, Edison requests that the
Conmission include an ordering paragraph in this decision with the
following language to be substituted where appropriate in the
tariff:
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Minimun Chargeét i vaog ool sirdt aodio (yding ool
“*Thé Base Rate:Enérgy Charge:shallibe:subject to o
a daily Minimum Charge of $0.085 per singleée- .. . .
fanily accommodation. In determining when thé ' =
Base Raté Minimun Charge is applicable;ithe - .
nunber of kilowatthours used is. multlplled by -
85 percent of an Annualizéd Basé Rate of....ff .

17. lTo establlsh the total energy rates by t;me of USe perxod
and season, . 1n accordance wlth the CEPC procedure adopted for
Edison, Edlson proposes. to set the off-peak energy. charqes and e
second~block energy charqes at 5 cents per Lllowatthour (excludxng
the .Low Income.Rate A551stance Surcharge and the. Publlc Utllltles
Comm;sslonrRelmbursement Fee) with the on- and pldepeah energy .. .
rates set to collect the remaining révenue reguirement (after the
customer and demand charges have been set) and to reflect the
marginal energy cost ratios adopted in this proceeding. »

18.  This proposal is unopposed and consistent with Edison’s
last general rate case and  last two annual ECAC proceedings.

19. Edison, DRA, CSC, and CCC agreed in the joint _
recommendation (Exhibit 34) that for the determination of QF
paynments, particularly through avoided cost posfings, Edison shall
determine gas transportation costs using the gas volure adopted by
the Comm1551on in the most recent SoCal Annual Cost Allocatlon
Proceeding (ACAP) beglnnlng with A.90-03-018.

20. The parties to Exhibit 34 recommend that the Comm1551on
adopt the principle that Edison’s QF payments be determlned using
the gas transportation costs based on the gas volunes adopted by
the Conmission in the SoCal ACAP decision in effect on the first
day of each QF payment period. _

2. The joint recommendation (Exhibit 34) sets forth the
annual average avoided cost IER of 9,531 Btu/kWh and the time-
differentiated avoided cost IERs as follows: :

Peak Mid Of f Super Off-Peak

Suprier 13,574 8,402 8,620 N/A
Winter N/A 10,586 9,562 8,128
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22. No party, other than thé parties:to:;the joint:i:
recommendation, proposed an IER and ne. party objeoted to this
recommendatiqp._if? > v _

23. Both: fdlson and- DRA recommended that the CommlSSIOH adopt
an ERI of 0.90° for the Forecast Pérléd..} L IR

24, GRA/IEP recommended that the cOmmlssion adopt an ERI of
1.6 Ena” that a’tléor value of 0.4 be éstablishéd.’ ST e

25; B4séd on the resource ‘assumptions adopted in’ thi§
dec151on, Edison's résérves ‘are noré than 5% above target. o
Therefore ‘an ERI of zéro id réadénable. 0 T RIS

"26. 'Since PGSE is nore h?dro sensitive than Edlsoﬁ GRA]IEP'
recommendatlon 6f an ERI floor value of ‘6.4 based- oﬂ PG&E deéiéion
D.89-06-048" is not persuasive.

27. Upon the notion by CLECA to updaté marginal unit custoéner
and demand costs, the ALJ, on August 7, 1990, ordered Edison'to
update its narglnal unit custorer and démand costs u51ng the DRI
forecast 6f thé GNP Implicit Price Déflator. \

28. TURN filéd a motion for reconsideration of the ALJ‘
ruling on August 10, 319¢90.

29!  TURN’S notion for reconsideration was denled oh
Séptember 6, 1990‘ ‘

30. TURN arqués that it was dénieéd procedural dué procéss €6
the extent that it was deprived of notice and thé opportunlty to
present testlmony. ' :

31. The récérad in this proceeding Shows:fhat‘TURN'ﬁaé‘
provided ample notice and the opportunity té presént éxpert
witness testimony that theré was no nééd for custoner marginal
demand costs to be updated to compensaté for inflation. - TURN chose
not to avail itself of the opportunity.

32, There is ample expert witnéss testimony in this *
proceeding to support the need for updating 1988 marginal césts to
offset the effects of inflation.




marg1na1 energy costs and revenue allocation.;h\ .
o s34 -Industrial Usexrs, CMA, CCC, CLECA; and CSC contend that

DRSS IURR RS

3

the avérage gas-cost for purposes.of revenue allocation should be .

€3.12/MMBtus -, . - . : - ‘ .
35 Industr1a1 Users' gas prlce of $3 12 HHBtu is supportedﬁ;
by the testinony:in the record and should be used for purposes of

the marginal energy cost calculation: and revenue allocatlon 1n thls
proceeding. oo Y

ER - - ‘4. '.,

36:- - Usé of:a gas. cost figure of $3;12/HMBtu for purposes of

the rmarginal energy cost calculation and revenue allocatlon_ln this
proceeding does not conflict with the premise that there should be
consistency between the methodology for calculating revenue .
requirément and marginal cost for revenue allocat1on. .

37. Pursuant to Senate Bill 987 ‘and D.89-09-044, Edlson
recommends that the Commission reduce the nqnbasellne to basgllne
rate ratio by increasing the baseline rate on January 1, 1991, 2.5%
more than the average increase for the Domestic rate group.

38. DRA proposes that the baseline rate be increased 5% more
than the average increase for the Domestlc group.

39.- TURN prefers Edison’s proposal to that of DRA. but .
recommends a phase-in of the tier differential reduction w1th thej
beginning of the summer.

40. Edison’s tier closure recommendatlon contlnues use of the
2.5% rate over system average increase adopted in Edison’s last
ECAC proceeding, and it is a measured response to SB 987.
Continuation of this closure rate is a more acceptable alternative
to DRA’s 5% recomrendation.

41. . With Edison’s 2.5% closurée reéecomméndation, the resulting-
increase to custorers using baselineé quantities is not sufficient
to delay implementation of the recommendation to May 1991.
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Y42 SV Edi<6h 7 DRAY and IntErveNSYs représénting CLECK and!
1hﬁhé€¥ial’ﬁs%§h"recomneﬁdéd‘Ehafjth ‘¢ommiss{on: allocate thé! total
conblned revenue requlrément at 106% 76 EPMGI < ivon vottan fhaips o
T431 7 TURN réconménds ‘a 2% cap abbve systén avéragé percéntage
chahgé”as & YiWit €3 thé''full EPMCrévénué allocdationi® 27« ~id

44, With a full EPMC revenue allocation, the proposed””‘“"f?
inérease té the ‘résidential ‘class §s not ‘sufficient to )ﬁstlfy
1mp1ementati0n bf é 2% above systém averagé pércehntagée éapy

A, ! 'Edisdn projéctstits 1993
available firm generating capacity to be 20,462 MW. Sy orEives

" 46. GRA/IEP recomménds that Edisén’s: qenetatl ng capacity
availanle for 1991 should bé 19;,340-NW. R T

' 4%7.° Because GRA/IEP beliéves that thé Castaic capacity is neét
a firn resource availablé to Edison during the sunmeér period; -
GRA/IEP believes that Edison’s 1991 forecast of generatlﬁg capac1ty
of 20, 462 Md should bé reduceéd by 200 MR. -

" 48, on Ooctéber 18, °1988, the Bonnéville Powér Administration:
and Edison executed a 20 year Salés and- Exchange Contract’
("Contract”) ' : Soe

49, Starting from 'July 1,-1989, theé Coéntract authorizes
Edison to purchase‘250'HW‘6f capacity and about 1.2 billién -
kllowatt -hour's of energy annually.f Edison may also purchase 250 MW
of ‘spot capacity. - o ' o et

50. GRA/IEP believes that since the purchasé of this capacity
is dlscretlonary, the 1991 forécast of genérating: capac1ty of
20,462 MW should bé reducéd by 250 Mu. T

51. GRAJIEP récémménds that Edison’s 1991 available firnm
génerating capacity of 20,462 MW bé reducéd by 672 MW for
Palo Verde Unit 3 and Alamitos 5 scheduled maintenance.

52. DRA revised its forecast start date of the scheduled
outage for Palo Verde Unit 3 from August 24, 1991 to-

March 16, 1991.
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.vae 53 Edison forecasts that 'its 1991 expected managed and peak:
demand load wil) be 16,160 MW, LRa0. o O

s . u‘ Poanraabis ol nfue

54... GRAJIEP forecasts Edison’s peak .demand to be. 18,229 HW.
55..l in forecasting its 1991 peak demand ;of . 18,229 Md,. GRA/IEP.

vTe
3.3% based onvthe peak demand growth estimated by the‘CEc for«theip
period 1987-1984. This estimate was not adopted by the CEC, -it:is
based on data that is not .temperature. ad)usted, and. it -is not
specific to the 1991 forecast period. - ;i - i i faa sidhan o

‘56. . Edison believes that a: 2%:rather than a 3. 3% growth rate
should be used to calculate the 1991:forecast. peak demand.. :
However, Edison did not provide support for its estimate.

57. - Based on the CEC forecast Exhibit 25, for purposes of
calculating the ERI, a peak demand growth rate of 2.7% is noré
appropriate for the 1991 forecast period. o Lo

58. For purposes of calculatlng the ERI, it is reasonable to
assune, that 50% of Edison’s new conservatlon programs may not yield
results durlng the 1991 forecast period. .

59. Even with the use of a 2.7% peak denmand growth rate and a
50% reduction in Edison’s estimaté of néw conservatlon progranm

results, Edison’s estipated ERI of zero for the 1991 forecast
period is reéasonable.
Conclusions of law

1. The joint recommendation of Edison, DRA, CSC, and CCC is
reasonable and should be adopted except for paragraph 3 whlch 1Sn‘
re)ected.

2. The adoptlon of the joint recommendatlon is not an  “
adoptlon of the underlylng assumptlons that were 1nc1uded 1n DRA‘
conputer run that developed the revenue requ1rement and the IER
agreed to by the partles to ‘the joint recomnendatlon. L

3. Paragraph 3 of the ]01nt recommendatlon should not be
adobted by the Conmission because transition prooedures to
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alleviate tine<related imbalalides Of ‘expenses ‘and’ ‘reveéndes, -if any,
should be addressed in 1.90-08-006, -+ 030,35 ad ifiw DHrof fasich
#1438 since’ TURN -has 'had the ‘opportunity to be ‘heard béfore the
ceﬁﬁiégioﬁ?hdtéafin’this-pfécéédind:?théfé is no merit to TURN's
argument’ that ‘it Was deéenied proéédural dué proceéssititaccordingly o
the ALJ ‘s rulings on the updatlng of marqinal costs 'should beti - .
affirged, - L w0 e o ; T O L T L SR S DO S
5% The jointlyirecommnendéd IER of 9,531 Btu/kWh ‘is
reasonable and should be adoptedi - ™t ' rooen Y 1000 S o itivage
YU 64 < The ‘Tevenué ‘changeés authorized ‘in-this: pr6ceed1ng, ‘as set
forth below, aré reasonableée and should bé adépted.ﬂ A SRR

e S
i ; \

Hllllons
i of Doéllars

Energy Cost Ad)ustment Bllllng o N '
Factor (ECABF) - ) 1 $288:8

: Electrlc Revenue Ad]UStment N -
© 7'Billing Factor (ERuBP) Tt e 182,000

Palo Verde 2 _ ‘f’iM.‘Lli _f'iiii{éY

- Ha)or Addltlons Ad)ustnent - T
Bllllng Factor (MAABF) o o . (15.1)

Low Income Surcharge (LIS) e ks2
Total i 465G 4 i

7.' The total January 1 1991 conblned revenue change should
be based on the Comm1551on s de01s1on in thlS proceedlng and the ‘
decision 1n other proceedlngs which authorlze such revenue '
requlrement changes. _

B 3 The rate de51gn procedures followed by Edlson 1n this
proceedlng aré in accordance w1th CEPC pre?1ous1y adopted ford')‘
Edison by the Conm1551on and should be adopted ' ‘

9. Edison’s proposal to begln ‘to phase-out rate llnlters by

increasing the average and on- peak rate Yiniters abOVe what they '
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othérwise Would havé'béén 1§ consistént with ‘prioricémnidsion
decisions and should bé“adopted !t i T aldmitonnsy avs wntod dion

10, A minimum bill ‘charge 6£78.5 cents'per day for the Low
Income Domestic rate which gives such custopers a 15% discount
compared té ‘what these éustomers would othériise pay uider the
domestic rate, -is reasonable and should be adopted.. ...

11, To 1mp1ement the minimum;bill.charge of 8.5 cénts per.day
for the Low Incone Domestjo.rate; Edison’s tariff schedule D-LI
should be revised to include the followtiAlanguage;where;;mg,f,;hg
appropriate in the tariff! Dooeita gt b lneats g

"The Base Rate Energy, Charge shall be subject to
a dally Mininun Charge of $0.085 per 51ngle—
fanily accommodation:  In determiniig whén the:

. Base Rate Nlnlmum Charge ‘is applicable, -the .-

" nunber of Kilowatthours used is multlplled hy
85% of an Annualizéed Basé Rate of‘...”

12, Edlson s proposed off~peak energy charge of 5 cents per
kllo"atthour (eXCIudlng the Low Incone Rate Ass1stance Surcharge; :

and the Public Utilities Comn1551on Relmbursement Fee) wlth the on-
and mid-peak energy rates set to collect the remaining revenue
requirement and reflect marginal energy cost ratios is reasonable
and should be adopted. R

13. The nethodology jointly recommended by Edlson,»DRA, cce,
and CsSC for determlnlng OF payments, partlcularly through av01ded
cost post1ngs, by using the gas volume adopted by the Conm1551on
in the most recent SoCal ACAP beglnnlng w1th A 90 03- 018 1s
reasonable ‘and should be adopted. .

‘ 14. The pr1nc1p1e that Edlson’s QF payments be determlned
u31ng gas transportatlon costs based on the gas volumes adopted by
the Comm1551on in the SoCal ACAP de0151on 1n effect on the flrst
day of each QF payment perlod is adopted._ '
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15, ;- The. jointly recommended ;time-adifferentiated (JERs .as set
forth below are reasonable and shoulgd be adopted. iz fan cnormivehd
St o oo Do oo PeaK.y o Mid .. Off ;. Super Off-Peak

: C O Summer 13;5743:5:- ;’81"40'2-?:‘:53"6"26111.' Dl E :)fﬂ'lx':;:‘% S oo

- Winter . - :N/A::- 10,586, -9,562 ....i; ;8,128

16. Edison’s ‘and’ DRA’s’ recomménded ERI6f°0. OifothHeﬁij‘ﬂ'ﬁ‘
Férecast Period-is Peasonablé &nd shéuld bé ‘adéd ptéds <60

‘17/ ‘Anfaveragé gas price sf $3.12/MMBtu for'the’purpt:isé‘"k’if"-’*‘:i
determining ‘nmarginal énérgy 'costs "and ‘révérué ‘allobationigt blvoniy
reasonable and should be adopted. PEATHGS oy eialgunigs

18. Edison’s proposéd reduction of)the"dnbéséllné ‘to
baseline rate- ratlo by lncrea51ng the basellne rate on-;§
January 1, 1991 2:5% moré than the average 1ﬁcrease for the

January 1, 1991

be adopted.»

INTRRIM ORDER
CIT IS ORDERBD thatV

1.» oouthern Callfornla Edlson Conpany (Ed1son) Ls authorlzed
and dlrected to flle w1th thls Comn1551on, on or after the . .
effective date of thlS order, ‘and at least 3 days prlor to thelr ff
effectlve date, rev1sed tarlff schedules for electrlc rates based A
on the adobted revenue requlrement reflected 1n Appendlx C to thlS
dec151on._ Such rate schedules shall reflect any changes made by ri
the Commission in the revenue requ1rement adopted 1n the other ;
proceedings that are con51dered herein for revenué allocatlon and
rate design purposes.

2. The revised tariff schedules shall becone effective on or
after January 1, 1991, and shall comply with General Order 96-A.
The revised tariffs shall apply to service rendered on or after
their effective date.
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3/ Given the'postponement ofiEdison’s teéstiyedr 1691 -§éneral
rate case, the‘update of ‘Edisdn’s marginal uniti customér and ‘dénana -
costs 'using:the Data Resources, Iné.:forécast'6f thad Gross- Nationél
Product Implicit Price Deflator shall be adopted. Decision
87-12-066'shall be modifiéd adcordingly. - i+ i oo lin L
“vT 40 An Energy Réliability Index valué of 0.0, &n annwal . "
Incremental Energy Rate (IER) of 9,531 Btu/kWh, and time=::- it
differentiated IER'S as set forth in:the joint récomméndation:
attached to-this-deécision as Appéndix: B shall bé'adéptéd. i -7~

5. A gas cost of $3.12 pér MMBtu as récomménded by
Industrial:Useérs for purposés 6f calcéulating mMarginal énergy and
denand costs in preparation of the revenue allocation estimate in
this proceeding shall be adopted.

6. A revénie allocation procedure based on 100% of Equal
Percent of Marginal Cost (EPMC) without any caps shall be adopted.

7. Theiadbpted'révéﬁué'increase in this proceeding and the
adopted revenué: 1ncreases for all Edison’s proceedings currently
before us, shall be allocated to achieve full EPMC based revenue
allocation for all classes effective on January > . 1991.

8. The Class Equal Percent Change methodolcgy previously
adopted for Edison by the Conmission shall be continued in the
design of customer, derand, and energy charges.

9. The rate imiter phase-out proceduré proposed by Edison
shall be adopted.

10. The Low Incone Donmestic Rate Adjustment ninimun bill
charge of 8.5 cents per day proposed by Division of Ratepayer
Advocates shall be adopted.

11. Thé Time-of-Use rate schedule changes proposed by Edison
whereby off-peak energy charges and second-block energy charges are
set at 5 cents per kWh shall be adopted.
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in1onl2e roThe (ténporary. suspénpsion of:Edison’sAnnual-Energy:Rate

shallibe continued until the:eénd.of: thefForecast~Period} unleésssthe
Comnission. modifiés:the term of the suspension in a subséequent -}~
order. oiniaicii L Loadoche od [ Lesds i {¥o

0 fed Frniia o bnboed

8 writd

13. Since the rates authorized by this:dec131on shall-becone:

effective on Jangary 1; 1991, this: decision:shall be .made effective
on the dateé of .signature..: TESLC e rni o noed woviopd e

N

14¢; .This: proceedlng shall .remain: open to address. ;. i ;oo
reasonableness -issuves now-pend1ng~bqfore~thegComm1351pnag;
This order - is.effective today.,;; o i o e f

u»Dated;Decemheg119, 1990; at San; Fran01sco, Callfornla.g;-

D S L S S S L I I I

G HITCHELL WILK
: i prédidént o
_FREDERICK Ri:DUDA: -
_ _'STAHLEY W. HULETT .
" JOHN’B? ' OHANIAN"
{PATRICIA‘NIJECKERTﬁ.'“
..Commissioners

LU CERIIYWIAT TS praision
CVWIAS AUPROVED BN T4 ALOVE
CON issgo\-‘o TR
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APPENDIX A
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List of Appearances

Appllcant. Richard K. burant,  Frank J, Cooley, -Bruce A, Reed, -
Michael D. Mackness, and Carol B Henningson; Attorneys at. Law,
for Southern Californla Edlson Company.

Interested Partles. Hessrs. Ater, Wynne, Hew1tt, Dodson &
Skerrltt, by Marxk P. Tr1nchero, Attorney at Law, and Messrs.,
Lindsay, Hart, Neil & Weigler, by Michael P. Alcantar Attorney
at Law, for Cogenerators of Southern Callfornla. Barkov1ch &
Yap, by Barbara Barkovich, for Barkovich & Yap; Messrs. Jackson,
Tufts, Cole & Black, by W1111am H. Booth, Joseph S. Faber, and
Evelyn K. Elsesser, for California Lardge Energy Consuners
Association{ Messrs. Morrison & Foerster, by Jerry R. Bloom and
Lynn Haug, Attorneys at Law, for California Coqeneratlon
council; Messrs. McCracken, Byers & Martin, by David J. Byers,
Attorney at Law, for Cities of Oxnard and Irvine; David R.
Clark, Attorney at Law, for San Diego Gas & Electric Company;
Thomas P. Corr, Attorney at Law, for Independent Power
Corporatlon. Messrs. Brobeck, Phleger & Harrison, by Gordon E.
Davis, Attorney at Law, for Callfornla Manufacturers
Association; Philip DiVirgilio, for Destec Energy;: Karen Edson,
for KKE & Associates; Norman J. Furuta, Attorney at Law, for
Departnent of the Navy; Grueneich & Ellison, by Dian M.
Grueneich and Matthew Bradv, Attorneys at Law, for California
Department of Gerieral Services; Méssrs. Lindsay, Hart, Neil &
Weigler, by Paul Kaufran, Attorney at Law, for Kern Rlver
Cogeneratlon Company; Karen N. Mills, Attorney at Law, for
California Farm Bureau Federation; Jeff Nahigian, for JBS
Energy, Inc.; John B. Quinley, for Cogeneratlon Service Bureau;
Donald G. Salow, for Henwood Energy Serv1ces, Inc.; Bartle Wells
Assoc1ates, by Reed V. Schmigdt, for California City-County
Street nght Assoc1at10n. Donald W, Schoenbeck, for Regulatory &
Cogensration Services, Inc.; Joel R, Singer and Michel P.
Florio, Attorneys at Law, for Toward Utility Rate Normalization:
Messrs. Roberts & Kerner, by Douglas K. Kerner, Attorney at Law,
for Geothermal Resources Association and Independent Energy
Producers Association; Jan_ Smutny-Jones, Attorney at Law, for
Independent Energy Producers; Messrs. Downey, Brand, Seymnour &
Rohwer, by Philip A. Stohr and Ronald Lieébert, Attorneys at Law,
for Industrial Users; Nancy Thompson, for Barakat & Chamberlin;
Kathleen Treleven, for Morse, Richard, Weisenmiller &
Associates; Randolph L. Wu, Richard Balsh, and Michael Ferguson,
for El Paso Natural Gas Comoany: Thomas A. Tribble, for Regents-
UanerSltY of California; Patrick J. Bittner, Attorney at Law,
for california Energy Commission, and Janet Rinaldi, for self.
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JOIN ﬂHENDATION OF SOUTHEEN CALIFORNIA EDISON COMPANY,
DIVISIO OF RATEthER ADVOCATES, CALIFORNIA COGENERATION COUNCIL
iLeu - : AND COGENERATORS OF SOUTHERN CALIFORNIA

e

‘The testiiiony of the Southern California Edison Company
(“Edison"), the Division of Ratepayer Advocates ("DRA"), the
california cogénération Council ("CCC'") and the Cogenerators of
Southern California (“CScC"), (collectively "the parties")
supports a range of foreécast réVePué requirements and a range of
incremental energy rates ("IER").

Based on a percelved inteérést among the partles in reéaching
a compromise, DRA reviewed the IER and reyénué requ1rement
recomméendations submitted by the partles.2 Based upon cértain
assumptlons advocated by each of theé parties, DRA made a
compromlse proposal.“ This, proposal was presented to. cs¢, . ccc,
Edison‘and othelk interested participants. *
- BQ ‘this )o1nt recommendatlon, the parties agree to )01nt1y
recommend, and w111 not contest, the adoptlon of an ECAC revénue
increase of $287 % ‘million® and’ an annual” average ‘avoideéd cost
IER of 9,531 Btu/kWh as a compromisé of the various positions
advocated by theé parties. Attached as Appendix B to this Exhibit
is a summary of the changé in ECAC reévenueés,

1. Tirne Differentiated Incremental Energy Rates

Thé parties agree that the annual average IER of 9,531
Btu/kWh should be time différentiated for the Forecast
Period as follows:!

See Exhibits 1, 2, 4, 5, 7, 8, and 9.

A sumrnary of the IER and ECAC Revenue proposals of the
parties is set forth in Appendix A.

This recommended ECAC revenue increase is based on an
Energy Reliability Indeéx (“ERI") of 0.0. By virtue of
this jo1nt recommendatlon, the parties are not
abandoning any positions or arguments reqardlng the
appropriate ERI values to be determinéd in this
procéeding. If the Commission adopts an ERI greater
than 0.0, the revenueée change recommendeéd heréin should
bé increased solely to réfléct the impact of the
adopted ERI on capacity payments to as-available QFs
whose capacity payments are dépéndent upon an ERI
value.
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2. Determination Of Qualifying Facility Payments
RIS ST I SV IS ENE NI D RS AN TR o

I Aoadu 3 R T
N CORLIE I ST For;-,the purposes of de‘termining QF paynents, .

~xno particularly through avoided cost postings, ..the parties
-, ":ri;agree that Edison shall,  until: otherwise directed by the
soidac Commission,: deternine gas transportation costs using the gas
. volunme adopted by the Commission in the most recent Southern
.iri:scalifornia Gas Company ("SocCal') ‘Annual Cost Allocation
Proceeding ("ACAP") beginning with Application No. 90-03-
018. Moreover, the parties recommend that the Commission's
decision in this proceeding adopt the principle that, until
otherwise directed by .the Commission, -Edison's QF payments
shall be determined using the gas transportation costs based
. on the gas volurnes adopted by the Commission in the Socal

. ACAP decision in effect on the first day of each QF payment
period. : .

. 3. Ratemaking Tréatment of ECAC Expenses

Theé parties réecommend that if the Commission, in OII
90-08-006, reinstates the Annual Energy Rate ("AERY) or
adopts a succeéssor procedure, 100 percent of the expenses

~and revenues subject to the AER or successor procedure shall
be recorded in the Energy Cost Adjustment Account until ECAC
rates reflecting a new forecast of fuel and purchased power
expense has beén made effective by the Commission in a
subsequent annual ECAC filing.

4. - Scope and Limitations

The parties will not contest in this proceeding, either
in hearings or in any other mannér before ithis Commission,
or in any other forum, the ECAC revenue change and IER
recomnendations contained in this exhibit. The avoided cost
IERs adopted in this proceeding are to be used solely for
the purpose of determining paynents to QFs. However, this
joint recommendation shall not be construed to be acceptance
of: (a) the methodology or assumptions underlying this joint
recommendation or any parties' estimate of Edison's ECAC
revenue requirement or IER présented in this proceeding: or
(b) any of the resource assunptions, arguments, or positions
taken by parties in this proceeding.

Except for the principle set forth in Paragraph No. 2
above, none of the principles or the methodologies

2
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Joounderlying. this joint recgmﬂéﬁdatlonzéhall bé deemed by the
Commission or any other entity as précedent in any
procéeding or any:litigation except ‘in order tovimplement in
this proceeding the recomméendations contained herein. The
parties expressly reserve .the right.té’ advocate different
principles or méthodologiés from thoseé underlying this joint
recommendation in other proceéedings. ‘
Slnsovaiowriiiond paiviFicud 10 goitaalsoo e v
The parties undeérstand and agree that this joint
recommendation 'is :subject> to' each and: every condition set
=7 " forth' hérein, including -its-acceptance by: the Commission in

©-1€s entirety and.fithout:change’

or.condition, =~ The: parties

° ..agree .to extend their.best efforts to’assure .the: adoption of
. .these recommendations.as the basis for. the final'ECAC
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6f the parties they

Lo feprésentfiq-this proceeding, héreby agréée to abide by the
S conditions and reconnéndations set forth hereihﬂ.3

\ .

Dated this 18th day of September, 1950...

"COMPANY -~ - .. 1.

©oPoi/s/ Bruce Ai Reeéd . i

DIVISION OF RATEPAYER ADVOCATES .

SOUTHERN CALIFORNIA EDISON ' .. -

POl

- CALIFORNIA COGENERATION
"7 CQUNCIL T

77.@'{5[ Jérry R. Bloom

COGENERATORS OF SOUTHERN
CALIFORNIA

- /st Kathieen C;.Malone§

.:Zs['HiéhaeluPa Alcantar
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IER AND ECAC RHVE._ NUEPROPOSALS OF THE PARTIES

N, o~
T3t

The following réflects the current IER and ECAC revenue'
proposals of the parties:

Proposed IER Proposéd ECAC Revénue
‘ P A U ST B S Increase
Btu/kWh (S million)

Edison 9,347 321.3
DRA 9,345 175.6
ccc? - 9,662/9,515 Not available

csc? 9,666/9,792 155.2/306.4

In addition to the ECAC revenué increaseé, Edison has
requested increases in ERABF reveénues of $182.7 nillion
and LIS revenues of $6.2 million and a $15.7 million
decrease in MAABF revénues. See Additional Direct
Testinony of Peter S. Goeéddel contained in Exhibit 14.

CCC proposéd two séparaté IERs to be used when either
gas or oil is theé marginal fuel. CCC subpitted no
proposed revenue requirément in its testimony.

CSC proposed two séparaté IERsS and revenué réquirements .
based upon DRA's and Edison's forécasted gas prices,
respectively.
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1.
2.

4.
5.

6.

APPENDIX B oYy g

JOoINT RECSIbENDATION

CHANGE IN ERCAQ REVENUERS

Forecasted Jurisdictionalized Eneérgy Cost
ECAC Balancing Account Undercollection

Forecast ECAC Costs to be amortized
Uncollectibles and, Franch§ e Fee Factor
Estimated ECAC Réveénué¢ Reéquirément
(Line 3 nultipliéd by Liné 4)

Less Present Rate Revenues

Estimated changé in ECAC revenues

(000's of $)

2,971, 878
259.11;

3,230,989

1.00953
3,261, 780
2,974,244

287,536

Forecast Decenber 31, 1990, ECAC Balancing Account

balance based on recorded data through July 3}, 1990.

(includes adjusted for DE discount}).

(END OF APPENDIX B)

Calculated usmg Forecasted sales of 70,971.6 GWh .




I/ Based on 71,000 6wh sales adopted in A. §0-06-001.
2/ Based on rate levels effective Septesber 19, 1530
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SOUTHERK CALIFORNIA £0T150K COMPANY -
T4 REVENUE REQUIREMENY cousummon .
tmcrmi JANUARY 1, )
Ce~aeliead ¥y o2 .p:"
(lhwsands Of Dollars)
. : o "":‘”'Aa(;;ste‘d"":’”‘Aie'u';e“ :

Line: t Present Rate : Revenue :  Revenve : :
: Ko.: - He\enue Corponent . T o1 - Reverwe 2I r Change 2 ﬁeq;irert*t lCentsIk‘n"'r) V-

1. BASE m:s iriros

2. Previously Authorized Rates 3.E63,004.0 (152,719, S) 3 105,284.% ~--

3. 1931 Nodifiéd AurFition 02, w 0. zez 187.0 .- ~--

4. Payrol) Taxes 1 r; .o 1 123800 -

S. 1991 Cost of Capita} T1,01.6 .-

6. Derand $idé Managémént . 5 336 0» - $.3%6.0... .-

7. Intervenor Corpensation -104,8 .-

8. Sublotal Base Ralé Réverles BN 3,.853,004.0 54,3523 - ,3.91_7,355 3 5.517

3. MAYOR ADDITIONS ADWSTHENT CLAUSE (WAAC) _ T |

10, SON3S 2 afd '3 Prethh 8.516.% {466.6)- . . 8.050.0 6.01%
1. $4\3% 2 and 3 Post-COD 45,840.7  {2,565.6).- - A4 a15.)- - 0.¢83
12. High Yoltage OC Iransﬂssion Line 12,065.0 (650.8) a2 0.016
13. Balsat Mesdow 8,516.6  {8,516.6 S 0.0 0.000
14, OCevers-Yalley- Serraﬂo 3,545.% {3.548.% 0.0 . Q.&.\O '
15.  Subtolsl MAAC Raté Revesuss 13,4574 (15.758.1) 63,7233 .- 0.¢32
16. ENERSY COST ADJUSIMERT CLAUSE ([(AC) S T

17.  Fuel And Purchased Pever 2.684,870.2  315,323.8 - 3,000.200.0

18. mancsng Account 283,140.6  (25.560.6) - 261,580.0 -

1. Sublotd) ECAC Raté Revenes 2.973,010.8  288,763.2 - 3.261.180.0; TRT]
20. A\WIAL ENERBY RATE (AFR) 0.0 0.0 - 0.0 0.030
21. ELECTRIC RTVINUE ADMSTMINT BILLING FAZTOR [ERASF) -0 . S e e

22, Balancing Account {143,038.8) 153,455.6 4,412.0 ---
23.  Pald Veide Lnit 1 St 6478 (2,724.2 $1,923.2. -
24,  Palo Yerde Unit 2 55,357.1  {2.483.0 52,8741 te-

25, SMpD (n222)) Nty . 0 -
26. Off-System Sales - 0.0 (43.116.0) {45.116.0)
27.  Subtotal ERASF Rate Revenues {70.26).2) 130,353.% 50.055.3 0.C55
28. LOW-INCOME SATEPATER ASSISTANCE (LIRA) FROGRAX ' , T '

23. Low-Income Discount Rate {L1D) (22.901.4) (2.842.5) [25.563.9) ---
30. low-Income Surcharge (LIS) 19,2344 8,868.5 28,162.%
3).  Subtotal LIRA Rate Revenues (3.633.0) 6,225.0 2.593.0 6004
32. TOTAL 6.541,608.0 463.948.9  7,305,556.8 10.23)
33. FERTENTAGE INCREASE 6.8%
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SOUTHERX ClllFORN!.\ (DISOK COMPAXT >
JAKUARY 1, 199} REVEM CHMGE BY PROCELOINS

-1
y oo d

Prbceedmg

|20 19

zrergy Go;t Adjustre'zt
snlling l’qctor (EﬂSF)

Ele.tric fevenue Adjustrrent
Bllling Factor (ERABH).

Palé Veide Unit 2 (ERUBF)
{Advice 873-£-A)

Msjor Addmons Adjustmént
Sillin§ Iaclor (H.llst’) =

Low Inccme Ratepayer -~
Assistance {L1RA)

Total ECAC

Kodified Attrition

Eeginnidg ALBRR (2/1/30) -
Modified Attrition
Paytoll Takes (Advice £83-€)

Total Modified Aticition

Cost of Capital [Advice 830-€)
falo \'Veri:’{e’ u"ﬁl 2 (Base Rates)
bemand Side Hana;erent

Adstct 819-E
Adnce B85-£

Total Demand Side Management

Intervenor Compensation

Total

1/ Based on rate levels effective Septester 19, 1999,

PO ETY]

llh:us nds of Do\hrs)

SoIcirivy -

* Refererce

()
_ A, 9306101

A. 99-03-048

A. $0-05-016

| Rdvice 886-f

.
N
b
.
H

" Advice 813-E-A

Revenoe
Requirement
2)
3,¢61,280.0
S6,340.2

52,8741

2.593.0

*
-

D N A P

£3.223.3

: Revenue
: Fresent Rate @ (hange
: Revenves 1/, .12 (2) » (3)

{3} 0)

Cadsorxy

2,973.010.8+: ’z’aiQiééfiff-{

(125 518 3) e iélié\iif.s‘"‘g
2 85.3%2.) .2 - {2,483.0) -

19, 431 1 SZ

3,437,316.6

3,687,468.9

02,7870
(43.116.0)

1,230

2,978,604.0 - 458,712.6

3.3’(1‘.1(

0(
0.0
¢.0
0.0

(49,116.0)
1,130 -

382,828
1.091.0
20,1806

(2,375.0)
6,3%.0

384,404
0.0
21.663.5 -

NI
1,091.0
(1,673.0)

0.0
0.0

-+ (2,375.0)
£.356.0

3,880
164.8

T3.e81.0

ey
C 1048

0.0

7,.305,55%5.9

T.E11.603.0  153.9i5.8

suTin ira-

:iisiiss;‘n‘- ‘

sE.S) .
2¢02,782.0 . -
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SOUTHERN . CALIFORNIQ EDISON COHPAHY

o B Y ‘J - !
UNIT aARGINAL COST P

‘ ~

ESCALATED HARGINAL DEHAND AND CUSTOHER COSTS

Marginal Demand Costs., (S/kw-year) 1/

Generation §v— s $78 08 i’é
Transmission $37.20° | =
Distribution $58.68 (se&ondary)
: $50.64 (Primary)
Marginal Customer Costé: (é}éu§f3mé§4Yéar) 1/ : i; i
Domestic i ST 48.82 -
GS-SP/TP ° - 48.43
GS-~2 237.85
PA-1 144,44
PA-2 S 240.90
TOU-8 (Secondary) - - 1, '509.03
TOU-8 (Primary)- - . -2,404.53 :
. TOU-~-8 (Subtransm1ssion) 2,404, 53
- Marginal Energy Costs: _
| Btu/kwh Cents/kwWh 2/
Summer: On-Peak 12,1?1 : 2 4.08
Mid-Peak 9,579 - 3.29
Off- Peak 8,798 3.04
Winter: Mid-Peak o 10,889 3.69

Ooff-Peak : -8 900 N 3.08

1/ Adopted unit marginal capacity and customer costs are
based on D. 87~12- 066{ p. 246, and Appendlx G levels,
adjusted for escalation in Implicit Price
Deflator 1989-1991.

2/ Based on the $3, 12/HHBtu gas prlce plus .3 cents/kWh
variablé O¢M (D.87-12- 066, Appéndix G, Table 6), at
generation level.

®
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... SOUTHERN CALIFORNIA EDISON COMPANY
.‘,‘;‘MﬁkcihAL COST REVENUE RESPONSIBILITY

Lo Forecast perlod ,
Janvary 1, 1991 - pecember 31, 1931 ]
S .- -\
s Ihousands) L

oo
il
-1

ENERGY GENERATION !RANSM|$SION DISTRIBUTION - CUsTOMER To1AL

0
oouasrlc e 816,172 449,723 205.823 407, 775 - ‘ 2,050, 77i

cs SPIIP T 164,100 © -~ i 145,236 51,501 88,195 . - 18,133 5 437,165
S 7450484 - 384'333 175916 347,838 ' 32 1,686,527

ToU-s/sEC - 294375 130,329 58,068 98,472 - -.1:3,73  isg4.417
10U-8/PRY -~ 217,574 81.097 © 36,461 53,469 : 390,277
You-8/sus 254,512 79,050 35,658 0 : - 369,534
AG & PUMPING N 75,947 32,872 ‘15,448 34,826 191’ €3163 183

ST,& AREA tet 17 15,305 451 - 504 3.573 .242 o, 075

x Xp/aqa/ote/  T00-90~06°Y

0 XIGNZLAY &

TOTAL LT 2,583,468 1,273,050 579,378 1,034,147 . 234,905 5}704.945

1 Excfﬁng Slrée} Light Facilily Cosis] =




wn{m cuumm\ COISON QOMPANY
JASCARY ¥, 1331 QOWSINED RATE GUNCE

) REVENLE Al‘.l(/\.l'llm \L 44

nAGL P'{il

errasitdere

x Mp/aqa/eae/  100=90-06°Y

_ . I
DOWEATIC 12.318.2 1.311.55Ll 2,391 .5€6.2 3S.SA7r1% . ’ 1.595.6!3 125:\51 Ty - 110 l91

uomm—s : : . ) \ L
C5-SPLTP 4.393.2 $32.018.2 5. 70400 T.6527230 ' 558 618 16,045 . 18. 812

- €5-1 - 1.012,%20.2 .005.502.9 19.5523%23% 2.155.458 141 675 L 148,278 L 1as
TOTAL - 2.548,194 ¥.537.337 FYoar5e34% 1.105 Oll .75, 042 b 170_288 - 8.1%

llﬁCE POWER ; . - co - ’ . L
oU-8-51C 8. 1M7.225.2 715_443.) 103442358 0 784,330 - 147,662 ‘18, 4 17.%31% L4

TOU-$-FR1 . £25.002.4 124.316.9 6.881025%  437.103 439.553 » .65 13555 s
TOU-8-5L8 ) ' s 417.0 6.477823%  t70.€8}  423.ind FTH Tosan ' Y !
101AL 21,5464 1,652,218 WITW LT, 13.552485% 1 1.720.958 I SRS ws

AG & PUWPING 1.085.2 201.832.0 201.313.0 2.560376% 20 S ST 21 TN N P 5 T SR 5 . Y

ST & AREA LGT . €8.437.6 63,4316 o.43ea11 ) SR T B Wt

. 2.979.0 &.841.608 6,843 241 - 100.000000% 7,301 95; CI3esEa 172y ean  sdaty 1 e

-t:tt::t:t-: :1-tltttltiltt SEIXRBALTTICTER LTETAXALTIISEET SISTRTETIAN srsasrzsass .!itll’llt stzTascay ssxmzasasz: sfeidzaese
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SOUTHERN CALIFORNIA EDISON COMPANY

ALL NIGHT SERVICE 1991
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SOUTHERN CALIFORNIA EDISON COMPANY

MIDNICHT SERVICE 1991
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SOUTHERN CALIFORNIA EDISON COMPANY

A - MULTIPLE SERVICE/ALL NICHT 1991
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ALL NICGHTY SERVICE

WATTS LUMENS

MERCURY VAPOR LAWPS
175 7.300
400 21,000
HIGH PRESSURE SODIUM
70 5.800
100 9.500
200 22,000

MIDNICGHT SERVICE
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70 5.800
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PER
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CHARGE

TOTAL
($/7LAVW-MNO)
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SOUTHERN CALIFORNIA EDISON COMPANY

Omt 199

OFFSEY NON-ENERGY
CHARGE

BASE
ENERGY CHG. ENERGY CHG.
(v *3) (2

0000

s
w
o
!
o
o
1
=
o
} Sad
E
~
o
G
o
~
o,
~
*

(D XIaNZdaw J0 ang)
LT dbeg
O XIQNZLEY




