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A. Introduetion

By Ordering Paragrzph 1 of Deecision No. 85559 issued
March 16, 1976, in Case No. 9804 this Commission oxdered Pacific
Gas arnd Electric Companmy (PGSE), San Diego Gas & Electric Company
(SDGSE), and Southern California Edison Company (Edisom), the three
major respondent electric utilities, to file time-of-day pricing
tariffs, covering large usage customers for whom substantially all
the necessary metering equipzent has already been imstalled, by
applications or advice letters for review by the staff and
interested parties prior to implecentation,

Pursuant to such oxder onm April 13, 1976 Edison filed
this application for review and consideration of its time-of-day
pricing tariff TOD-8 for customers with on-peak demands in excess

of 5,000 lw/month. Such customers are presently served under
Schedule No. A-8.

The matter was assigned to Commissioner Ross and referred
to Examiner Cline for hearing.

Hearings in Los Angeles commenced on Jume 29 and
continued for 15 days, concluding on November 15, 1976. Concurrent
opening briefs were filed on Decembder 20, 1976 and the matter was

submitted for decision on the filing of comcurrent reply briefs on
January 10, 1977.
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Testimony and exhibits were presented by Edison, the
Comnission staff, Byron Jackson Pump Division of Borg Warmer Corpora-
tion, Mobil 01l Corporation, Griffin Wheel Company, Bethlehem Steel
Corporation, the Sccretary of Defense on behalf of the consumer
interests of the executive agencies of the United States (Department
of Defense), the California Eotel and Motel Association, Califcrnia
Portland Cement Company, the Federal Energy adxindstration, Assemblyman
Joseph Montoya, National Supply Co., Airco, Inc. and Monsanto Coupany,
Ameron, Fixestone Tire & Rubber Co., AlResearch Co. of Celifornia,

Loma Linda University, Southern California Restaurant Associztion,
Pacific Tube Co., The Puxdy Co. of Californiz, Soule Steel Co.,

Las Virgenes Municipal Water District, Kaiser Steel Corp., Luria Bros.
& Co., Ind., County Sanitation Districts of Orange County, Newport-Mesa
Unifled School District, and the Steel Workers of America AFL-CIO.

Briefs were filed by Edison, the Federal Energy
Administration (FEA), Department of Defense (DOD), Metropolitan Weter
District of Southern California (MWD), Airxco, Inc. and Monsanto
Company (A-M), Bethlehem Steel Corporation in which California
Manufacturers Association concurred (Steel-CMA), General Motors
Coxrporation (GM), and the Cowmission staff (Stafs).

B, Findings in Decision No. 85559
Rertaining to Time-of-Day Pricing

The following findings in Decision No. 85559 issued Maxch 16,

1976 in Case No. 9804, pertain to time-of-day pricing for large
customers:
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"L. The term 'comservatiom of clectricity' emcompasses

any oue or any combination of the following elewents:

The reducticn in wasteful kilowatt~
hour usege of electricity,

The overall reduction of kilowatt-
nour usage of electrlicity,

The xeduction ¢f peak dezands upon
electric utilivy systems,
ok X

"20. By pricing 2lectricity higher cduring daily pericds
of greatest demand, smaller demands will bz placed or the
system at such peal periods as a result of price and loac
clasticity, thereby delaying the rneed to install additional
generating cepacity.

"21. During periods of inflation when the cost per kw of
new capacity 1s greater then the last kw added, delay in
adding new genevating pient will result in lowex rates to the
customers than would be the case if new gemerating capacity
were added,

'22. Selcctive rate offering by load size of custcomer,
will reduce the investzent impact of time-of-day pricing.

* % %

"24, The spread of imcremental production costs between
on~ and off-pesk hours is smaller because of tke extent to
which stozed water is utilized in hydro gemexation to
ninimize Zuel costs,

"25. Time-of-ézy pricing would likely produce rates that
more closely follow costs and it could result in comsexvation
of energy. The energy couservation would be a fimetion of
the relative efficiency of the generating equipment dispatched
to cover pesk loads as compared to that of equipment ia use
off peak.

26, Tkere is also ¢ potemtial for peak shaving througk
demand control rates.

"27. Time-of-day pricing may lead to increased comsumpticn
of fuel if off-peak use increzses at a greater wate than oa-
peak use [decreases],

'"28. The three majior electric utilities have high deily
load factors.
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"29. Time-of-day pricing should be applied carefully
and only whexe its objectives can be achieved without undue
metering costs,

"30. Time-of-day pricing which reflects the cost of
producing electricity at daily demand peaks should be
required on rate schedules covering large usage customers
where substaatially all the necessary metering equipment
already ceulsts, In furtherance of this finding the
respondent electric utilities should be ordered to file
specific time-of-day pricing tariffs by applications ox
advice letters for review by the staff and interested
parties prior to implementation."

* % ok

"64. The three major vespondent electric utilities will
be required to subuit experimental tariffs applyin§ peak
load pricing to domestic users of very large quantities of
electricity or tariffs offering reductions for users where
automatic load shedding devices are installed to discommect
applliances using large quantities of electricity duxing
peak use perlods."

* % %

"68. Wherees peak load pricing will remove load £rom
the line according to pxice elasticity, interruptible
service will remove the load with the throw of a switch.

"69. There is a sigrnificant potential for reducing peak
capacity requirements of utilities through a demand control
rate keyed to demands imposed at time of system peaks rather
than the user’s peak. Such a rate would impose a demand
¢harge on the customer for the billing month based upon the
highest level of demand iwposed upon the utility system by
that customer at the time of any system peak load situation
occurring during that month, or at the level of demand
imposed at the time of the last system peak load situation
if none occurred during the billing wonth.

"70. The respondent utilities should be directed to
continue their experimentation with, development of, and
expansion of the use of demand control xate schedules and
automatic or semi-automatic load curtailment and inter-

xuptible load schedules, looking toward adequate off-peak
rate Incentives."

* %k %
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"78. Pricing electricity above the value of service
miy cause an uneconoale switch to self-gemeration by
industry or a switch to other fuels,

'7¢. If this Commission establishes electric rates for
Californiz industries which are cornsiderably higher than
electric rates which are charged competitive industries
elsewhere, it mey result in & loss of the ccampetitiv
position of the Celiformia industries in the mational .and
internationsl markets and may give the Califormia Industxies
an inecaiive o move to move favorable geographic locations
with 2 consequent 1gss of jobs and reduction of the ecomomic
base in Califormia.

* % %

"Sl. The era of abundant and low-cost emergy has passed
aud we are now faced with ecexgy shortages and soaring
CREXgy COSLs. Average costs alome are no longer controlling
waen comservation i1s a principal cousideration im estab-
lishicg the clectrie rate structures for Califormia
utilities. Both average acd incremental costs should be
consicerad in establishing electric rates.

"82, “he Commission should continue carefully to
cousider the economic consequences of its ratemaking
policies in future proceedizgs,"
C. JNorxious Proposals
The Secretary of Defense (DOD) in its brief has summarized
toe time-of-day tariffs submitted by Edison, the Staff, Mr., Maurice
Brubzker on behalf of Airco, Imc. and Monsento (A-M), Mr. Danmiel J.
Rced on bebalf of DOD, and Dr. Richard A. Bower om behalf of the
Tederal Energy Admizistration (FEA).
ALl parties agree as to seasons:
Winter Season - November through April.
Sumpexr Season - May through Octobex,
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Edisen
8:00 a.z,

=0
10:C0 p.m,
(weekdaye)

d-Peal

Off-Peak 10: OO p.m.

te
8:00 a.m,
(weekdays)

and all day

Sat. & Sun.

TABLE

-
e

Time Pexliods

SUMMER

Staff
3-2 M ol Pole
to

6:C00 p.m.
{weckdays,

excluding
7 holidays’

8:01 a.x.
to
12:00 o.
6:01 p.m,

ho
10:00 p.na,
(weeldays,
excludi
7 holidays)

10:01 p.a.
to
8:00 a.n.
(weekdays)
and all day
Sat., Sun.,
& 7 holidays

ZCD

identical
to St2ff

Identicel
to Staff

Tdentical
to Staff

(Continued)

FEA
12:00 noon

to
10:00 p.m.,
(weeldays)

A=M

10: 0C S el
to
10:00 p.mx.
(weekdays,
excludl
holidzys

None
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zdison

4:00 p.m.

to
10:00 p.m.
(weekdays)

€:00 a.m.

Lo
4:00 p.m,
(weekdays)

Off'Pea!& 10:00 P.m.
to
8:00 a.m.

(weekdays)

azd all day

Sat. & Sun.

TABLE 1

Time Pexiods

WINTER

Staff DD

5:0% pom, IZentlcal
to to Staff

10:0C P

(weckdays,

excluding

7 holidays)

Ideatical
to Steff

8:0l a.m.

to
5:00 p.m.
(weekdays,
excluding
7 holidays)

10:01 p.m. Identiecal
£o to Staff
8:00 a.n.
(weekdays)
and all day
Sat., Sum.,
& 7 holidays

P
(weekdays)

AN
5:00 ».m.

to
10:00 pom.
(weekdays,
exciudi
holidays

3:60 z.x.
Lo
5:00 p.r.
{weekéays,
excluding
holidays )

All
otnex
hours

The following are specified by the Staff as the seven
holidays: New Year's Day, Washington's Birthday, Memorial Day,
Independence Day, Labor Day, Thanksgiving Day, and Christmes Day. In

ts brief the Staff suggested that to be consistent with Decisior No.
85632, an elgath holiday, Vetersns D2y, should be added to the list,
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TABLE 2

Tariff Desiom

Charpes Edison Staff DOD FEA
Customer $1,850%/ $800 $1,900  $2,000

Demand /Kw
B{11ing Demand
On-Peak $2.30 $2.033  $2.582%/  $2.10
Mid-Peak 2.302/ .25 .60 sone
Of£-Peak none none none none

Energy/Xwhr
On-Peak 5.001419%/  $.01316 $.0095  §.0212/
Mid-Pesk - .011419 1166  .0095 .021
@ (Off-resk .C11419 01016  .0095 .021

From Exhibit 37 (a revised proposal different from that in the
application).

This rate is anplied to the on-peak demand plus one-half of the
amouxnt by which the mid-pesk demand exceeds the on-peak demand.

Assuming the Edison power factor adjustment Iis rejected; 1if not
then the kw charge is $2.413.

2.1é/kwhr -.9581¢/kwhr = 1.1419¢/kwhr. /

Fuel clause adjustment of .949¢/kwhr adjusted for voltage discount
of .95% = .9581¢/kwhx.

Includes fuel clause adjustment of .949 mills.
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Edison's power factor adjustment clause has been changed
to correspond to the power factor provision in Resale Schedule No.
R-2 on which Edison's large resale accounts subject to FPC juris-
diction are billed. The Staff's power factor adjustment clause is
the same as Edison's.

Edison has added a load factor discount to provide lowered
charges to those customers who have practiced conservation through
load leveling and more efficient use of presently available
capacities. It also provides an additional incentive, especially to
low load customers to shift load to off-peak periods, due to the
definition of billing Camand,

Edison also proposes to change the interval for measuring
metered maximum demands from the 30-minute interval in Schedule No.
A-8 to a l5-minute interval in Schedule No. TOD-8.

D. Issues

1. Should time-of-day rates be cost related?

2. Are demand control rates preferable to time-of-day rates?

3. What time periods should be adopted for TOD-8 customers?

4. Which customer charge should be adopted?

5. Should the change in the power factor adjustment clause
proposed by Edison and the Staff be adopted?

6. Should the time interval for measuring maximur demand be
reduced from 30 minutes to 15 minutes?

7. What demand charge should be adopted?

8. Should the emergy charge be wmiform or time-varying?

9. Should Edison's load factor discount be adopted?

10. What percent reduction in maximum on-peak demand should be
adopted for setting appropriate rate levels in Schedule No. TOD-8?

11. What are the consequences in this proceeding of the
Commission's Decision No. 86794, issued December 21, 1976 in
Application No. 54946 and Decision No. 86760, also issued December 21,
1976 in Application No. 56822?

-9-
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12. What effect will the adoption of Schedule No. TOD-8 have
on the special off-peak contract between Edison and MWD.

E. Discussion

1. Should time-of-day rates
be cost related? .

Both Aixce, Inc., and Monsanto (A-M) are power-intensive
Industries, and for some of their processes, the cost of electricity
is as high as 50 percent of the product cost. The rate design
philosophy of A-M is that each customer class and each customer
within a customer class should Pay rates which reflect, as nearly
as possible, the costs which that customer imposes on a utility.

To the extent that time-varying rates can be developed which traclk
time-varying costs associated with serving different customers A-M
would endorse time-varying rates. However, A-M believes that it is
premature to implement TOD rates because little is known or can be
predicted as to their consequential impact on Edison, the consumer

and, ultimately on the ecomomy of the service area in which Edison
serves,

A=M's witmess Cleary testified that TOD pricing embraces
the concept that idle wanufacturing capacity should be substituted
for idle electric generating capacity. He believes that when business
is good, industry will run £lat out, all the time, because even during

peak pricing hours, increnental revenue will exceed incromental eost.

During recessions fimdustry will cut, not shift, peak hour consumption.
Thus with TOD rates some revenue instability may occur,

Cass D. Alvin, Director of Public Information for the United
Steelworkers of America, testified inm part as follows:

"The present agenda of the Commission concerns
itself with a time-of-day pricing arrangement
almed, we assume, at a possible redistributioen

of power demand to ease the peak loads."
(Tx. 803,)
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"Requiring an employer to shift his power load to
& time period Incomsistent with production and
Scheduling requirements will in many cases impose
substantial increases in costs for labor and
reduce efficiency to a poiat where more power is
actually used and production made more cumbersome
and therefore more costly.

"In oxder to meet such unrealistic standards, most
eaployers will be forced to raise prices.

"Others, £aced with a problem of scheduling that
cannot be resolved, may curtail, if not discontinue,
production altogether.

"In nearly every facility where continuous production
depends on such elements as tize, temperatures,
chemical reaction, et cetera, the time-of-day tariff
approach is unreasonable, unfair and again will
result in loss of jobs either totzlly or in the
reduction of income to the workers who should not

be made victims of an arrangement that is ill-
considered,

"What we have is a very complex, intexrrelated system
of produetion, with manpower utilization, schedules,
product distribution and timing, and market require-
ments that differ from power availability, to nsme
but = few of the multifactors in our system.

"Conservation of emergy and flattening of peaks and
valleys of usage are highly desirable but cannot and
should not be achieved at the expense of burdening
our economy with further job losses and higher
prices - the twin demons of our time,

"We respectfully urge that this Commission avoid
any actlon that would prove to be detrimental to
the werthy goals of full employment and stable
prices." " (Tr. 804-5.)

Assemblyman Montoya zlso testified at the hearing. In
Tesponse to the following statement by the Presiding Examiner:

"You are fully aware that this proceeding arose out
of a former direction from the Legislature to glve
careful comsideration to time-of- y rates?"
<Tr. 859.)
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Assemblyman Montoya gave testimony as follows:

"I am fully aware of that. I guess I must apologize
for some of the kinds of things we do.

"We probably will not know the full impact of what
we have done in this legislative session umtil
~ater iz the interim.

"It seems that again I am aware of having asked you
as a legislator for consideration of, you know, of
how we might reach a better comservation level,
but now I am sure that two years hence that every-
one is a little bit more aware of how you have to
trade off and consider the, you know, the question
of employment and jobs.

"It doesn’t do a heck of a lot of good to be totally
concerned gbout emergy comservation if the §uz out
there doesn't have a job to pay that minimal life-
line cost.” (Tx. 859-860.)
Exhibit No. 24 is a copy of House Resolution No., 123
relative to Public Utilities which was passed by the Assembly on
. August 31, 1976. Senate Concurrent Resolution No. 113, substantially
the same as House Resolution No, 123, was passed by the Semate on
August 31, 1976, but due to time restrictions was not passed by the

House. The resolved clauses of House Resolution No. 123 reads as
follews:

'"Resolved by _the Assembly of the State of
California, Taat 1t Is the desire of the mexmbers
that the Public Utilities Commission of the State
of California fully comsider, when setting rates
for the sale of electricity by its regulated
utilities, the effect of those rates on the
ability of the steel industry in this state to
continue to operate in a competitive mammer, and
the effect of those rates on employment levels
within that industry, and gemerally throughout
the state; and be it fuxther

"Resolved, That it is the desire of the
membexrs that the Public Utilities Commission of
the State of Califormia give equal considerationm,
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when setting rates for the sale of electricity
by the regulated public utilities, to the need
for the conservation of energy resources and

the effect of thosc rates on the economic health
of the state and on levels of wmemployment; and
te it further

'Resolved, That the Chief Clerk of the
Assenbly transmit copiles of this resolution to
the Public Utilities Commission of the State of .
California and to each of its member commissiomers.

in their brief Bethlehem Steel and California Manufacturers
Assoclation (Steel-CMA) assert that the Staff's departure from cost
in its rate proposal is in part recognition of the futility of
attempting to create reduced on-peak system demand through the
application of time-of-day rates to large, high load factor,

Industrial customers, They contend that even with arbitrarily high

rates during on-peak perlods, significant load shift by the large
industrial customexrs is very unlikely and that such arbitrary rates
create tremendous additional burdens on those customers who cannot
shift.

With respeet to the operations of Bethlehem Steel's
Los Angeles plant, witness Hanson testified that:

"The major producing units of the plant mormally
operate three shifts per day, 5 to 7 days pexr
week depending on the level of business demand.
Most commonly, the plant is in operation 7 days
per week." it No. 13 at p. 4.)

Witnesses for Kaiser Steel Corporation (Tr. 68l), Soule
Steel Company (Tr. 571), and Pacific Tube Company (Tr. 518-19) also
testified regarding the continuous nature of the operations ar their
respective manufacturing facilities,

Where industrial customexrs, due to slack demand for their
product or simply the nmature of their operations, do not operate on
& continuous basis, there still exist tremendous impediments to the
shift of electricity usage away from the peak period.

-13-
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Witness Zinn of Pacific Tube Company testified as follows:

"Pacific Tube Company is opposed to the proposed

- time-of-day rate structure because of the unfair
burden it places on large manufacturing facilities
.that operate on a continuous basis.

"Both the Public Utilities' staff and Southern
Califorrniz Edison proposed rates imclude very

h%ggécharges for demand used during peak times
o Ve

"The reasoning is that the user will reduce demand
during these periods to avoid the cost penalties.

"If the usex, like Pacific Tube, 1s operating a
24~hour-per-day, threc-shift schedule, the demand
forlvarious times of day is essentially the same
or level. '

"This is dve to the load distribution and use in
the facility,

"As part of an ongoing enexgy conservation program,
we have recorded the various demand levels in our
Plant and the time of day that they occur. We
find that less than 8 percent of the lLoad varies
with the time of day. That 8 percent consists of
office lighting and alr-conditioning and outside

"The manufacturing load makes up 92 percent of the
demand and is almost constant during the work week
1f full shifts are worked, "

X % %

"Because of the nature of the processes in our
plant, it is not possible to curtail only part
of the plant for any length of time.

"Tkhe scheduling of various production processes
and machinery are interrelated and cannot be
adjusted for a four-to-six hour shutdown of
part of the machinery. If a lar§§ part of the
wachinexry is shut down for that » the rest
of the plant nust be shut down also.

-14-




'To obtain the results hoped for in the time-of-day
propozal, it would be necessary for us to close
down our entire plant during peak periods. Tkis
would require eliminating ome shift,

"In our situation this would be completely
izpractical, Our unlon contract is with the
United Steel Workers and sets forth the working
nours, shift differential, et cetera.
Eliminating o day shift would jincvcase our umit
cost.

k ve *

"Ouzr continuous furnaces would have o be exptied
prior to the end of the shift aad the start up
at the beginning of the shift would further
decrease produetion.

"To make up this preduction, it would require
weekend work, imposing further costs through
overtime,

"The sbove reasore ave all ecomomic, but the
herdshiz imposed on our laboxr force, their home
life, et ceterz, is difficult to measure.

"In deleting a dey shift in the suxmer we would
have ©o continue to operate the offices to deal
with our customers on the ome hand, but would
iose commumication ability with the production
depaxtment on the othe=.

"Our metallurgists, quality assurance, and other
technical people deal not oniy with our pro-
duction department but also with customers znd
their tecknical groups.

"Shipping and receiving locally would also be 2
pzoblem beczuse the firm on the other end might
not ke open at night. We would probably hawve to
lnocrease our electrical lcad by 5 percent, with
additional night lights to facilitate shippin
and receiving operations in our outdoor material
areas.

"Furraces would have to be idled while the plant
1s shut down, causing a waste of gas,

"The pickle tanks would have to remain hot, causing
the waste of oil and gas for the boilers.
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"Although we would save electricity during a one-
salfz plamt shutdown. we would comsume fuel
causing imereased costs per ton and defeatiag
curxent conservation measures,

"After considering the costs of all these other
probiems, we compared it with the saving on the
power bi:il if we were to snut down a shift; azd
we f£iad it just caonot be dome., It appears it
will be necessary to pay the pemaity demand rate
and operate continuousliv.

"We would like fo point out tiat we already feel
strong domestic and foreign competitive pressure
in our product line,

"A large electrical rate increase will cause us 2o
be In an untensble pocition. We cannmot make up
for 2 25 pexcent difference in power Setween wnat
ve pay and what a ccapetitor pavs.

"Even jocal competition with smzller Cemand caz
aurt our ability to compete.

"IL the dewand charge were raised sufficiently, we
would hzve to reconsider a2 shur dovn and lose that
production during peak periods, There is no way
Lo get the same production out of the reduced time
periods in our fzellities,

"The iopact could be unemploywment and less product
available. Tais would cause us to lose 2 part of
orr market.

"Bacause cur competition may not have to adhere to
these rates, we wmay never pe able to be competi-
tive in the saxlet place. This same comment
appiies to our suppliers, the local steel =ills.

1l

in conclusion, we strongly recommend that the
Conmission recousider the time-of-doy rate
Stxucture to make allowance for the large powerx
vsers with steady demands.

”Customerg ~ilkke Pacific Tube that have a steady
precdictadie demand should not be penalized for
pover used curing peak perieds.

"This is particularly true for customers wao aze
already actively comserving power znd providing
& level demand cn the utility system."

TI‘. 518" 22:-)
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Bethlehcan Steel has experienced z rapid and substantial
increase in the cost of electricity supplied te its Los Angeles plant
since 1870. The cost has risen from 0.769 cents per Kuh in 197G to
2.542 cents in 1975 and to 3.0 cents in Jume of 1976 {Exhibit No. 17
at'p. 5). With xespect to the competitive cost disadventoge witress
Hancon stated that:

"The cost disadventage for the Los Angeles plent
varies from 1-1/2 times more costly when compared
to Axizena, to 7 times more costly when coapared
to Washington, At the present time, disecount

eny additional rate increases which may be allowed
in Edison's pending general rate groceeding,
Bethlehem Steel is in a position in whichk it costs
Toughiy the same amount %o make and semi-finish
steel at our Seattle, Washington plant and ship it
to Los Angeles for f£inal processing as it does to
make end Zinich the steel eatirely in Los Angeles.”
(Exhidbit No. 17 at p, 6.}

Mr. Hamson continued:

"It is clear to me that Bathlehem's Los Angeles
plant is at a great competitive disadvantage as
compared to Bethlehem's Seattle plant and other
steel plants in the western states, even without
congidexation of the added costs whichk either the
Staff or Edisoa proposals would ecreate. I fully
expect that this is generally the case with all
California steel plants as compared to steel
piants located in other states and in Loreign
countries, I believe this competitive disad-
vaatage could conceilvably result in curtailment
of operations and ultimaZzely the cessation of
Steel plant operations. In the case of Bethlehem,
this would result in a direct loss of nearly
2,000 jobs and would surely result in additional
job losces for our suppiiers and customers. The
resulting effect on the economy of Southern
California 2nd reduction in tax revenues would be
very significaat. . . ." (Exhibit No. i7 2t pp. 6-7.)
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Steel-CMA point out that a very major problem with any
time-of-day xzte schzdule, wanich is greatly compoinded when the
rates aive rot based on cost, is that any customer which 1s unable
to respond to the schedule, will be saddled witk significantly
lncreased costs oL electricity. They urge the Cemmission fully
to consider the effect that implementatior of time-of-day rate
proposals will have om the competitive position of Edison’s large
industeial customers and on their adbility to continue to employ
Californiexc.

In 115 brief Generzl Motors (GM) submits tze following
conclusions:

"IL. Time-of-usec pricimg policies ave valiid and useful

components of the electric rate structure only 1f they are
grounded in real, existing cost-of-service differentials.

"2. A responsibice approach to the implementation of
time-~of-use pricing requires that the effect of specific
chenges and the sociocconomic consequences thexeof be
assessed before such changes are implemented.

"3. The evidence zdduced herein reveals the arbitrar-
iness of the rate differentials incorporated into the CPUC
Staff proposal, which in the final analysis represents an
attenpt to ceapel changes in electricity usage pattexms in
the face of utility cost realities and compering policy
considerations.

"%, The tiume~cf-day proposal advanced herein by the
Aixco-Monsanto witness, as the preposal most comsistent
with sound cost attribution principles and the cost and
other operating characteristics of the Edison system, in
particular, should be adopted by the Commission.”

The Coumission will recenfirm its findInmgs 30, 75, 81, end
82 in Decisicm No. 8555¢ which in part read as follows:

"30., Time-of-day pricing which refliects the cost of
producing electelcity at daily demand peaks should be
regulred on rate sehedules covering large usage cusiomers
where cubstantlally all the necessary metering equipment
already exists. . . ."
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. "79. 1f this Commission establishes electric rates for
California industries which are considerably higher than
electric rates which are charged competitive industries
elsevhere, it may result in a loss of the competitive
position of the California industries in the national and
international markets and may give the California industries
an incentive to move to more favorable geographic locations

with a consequent loss of jobs and reduction in the economic
base in California,"

* * %

"8l. The era of abundant and low-cost emergy has passed
and we are now faced with energy shortages and soaring
enexgy costs. Average costs alone are no longer controlling
when comsexvation is a principal consideration in estab-
lishing the electric rate structures for Celifornmia utilities.
Both average and incremental costs should be considered in
establishing electric rates.

"82. The Commission should continue carefully to
consider the economic comsequences of its ratemaking
policies in future proceedings."

In Conformance with House Resolution No. 123, this
Commission in this proceeding will consider the effect of time-of-
day rates on the ability of the steel industry in this state to
continue to operate in a competitive mamner, and the effect of
those rates on employment levels within that industry, and generally
throughout the state, and will give equal conmsideration in setting
the time-of-day rates to the need for the consexrvation of energy
resources and the effect of those rates on the economic health of
the state and on levels of unemployment.

2. Are demand control rates
preferable to time-of-day rates?

Steel-CMA have urged the Commission to consider implemen-
tation of some form of demand control rate scaedule, Bethlehen's
witness Hanson set forth his view that a demand control or curtailable
rate schedule would provide a more effective and less disruptive
method than time-of-day pricing of reducing system peak demands when
the system peak approaches maximum system cepacity. Under such a
schedule customers would be provided with an incentive to shift demand
away from the peak only on the relatively small number of occasions

. when the system approached its capacity rather than on a daily basis.

-19-




A. 56408 ek /dz

The Commiszsion has found that it i3 not necessary to choose
between time-of-day rates and demand control retes as poth types of
rates should be implemented decaguce they both will encourage conser-
vation of energy. The izpiementation of demand comtrol rates is
outside the scope of this proceeding, bur the Commission will reaffirm
{es finding 7C Iz Decision No. B5559 whizh provides as follows:

"70, The respondent utilities should be directed to
continue thelr experimentation with, development of, and
exparsion of tne use of demand control rate schedules and
autoratic or semi-automatic load curtailment and inter-
ruptible load schedules, looking toward adequate off-peak
rate incentives."

3. Woat time periods should be
adopted for TOD-8 customers?

Eéison has pointed out that the primary ébjective of TOD
pricing is to piace smaller demands omn the system duxring daily periods

of greatest demand, thereby permitting a delay in construction of new
high cost gemercting facilities. UDecision No. 85559 contemplates TOD
peicing not only for the larger customers but also for customers with
demands below 500 kw. Edison contends it is essential that the
definition of time pexriods be such as to be appropriate for all
customer groups. To have widely differing time perfods for the
several customer classes or groups would be counterproductive.

Edison analyzed its typical svstem weekday load cuxves
including scheduled maintezmance for the years 1971-1974, Edison's
witness Larsen after reviewing such data used the following tects to
formulate and evaluate his definition of time periods:

"l. ALl deily weekday loads sheuld occur im the
period defined as on-peak.

The cecondary peaks should be included in
tae on-peak period, . . .

Scheduled maintenance should be a2dded to the
20ad s0 as to reflect the eifect on reserve
WALZIZ o o we
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The deviation of typical load patterms
for weekday lcads should be considered
by 1gok§ng at the range of loads (see

EX. -C -

Finally, the definitions for the time
periods should be tested with recorded
data to see if they result in a realistic
load frequency cuxve {see Ex. 6, sheet 2),"

During the summer pexriod Edison proposes to set the peak
on weekdays from 8:00 a.m. to 10:00 p.w., A-M from 10:00 a.m. to
10:00 p.m., FEA from 12:00 m. to 10:00 p.n., and the Staff from
12:01 p.m. to 6:0C p.m. The Staff would also designate summer
nid-peak periods f£rom 8:01 a.m. to 12:00 m. and from 6:01 p.m.
to 10:00 p.m.

During the winter period Edison proposes to set the peak
on weekdays from 4:00 p.m. to 10:00 p.m. The other parties would
set the peak from 5:00 p.m. to 10:00 p.m. The Edison mid-peak would

. be from 8:00 a.z, to 4:00 p.m., the A-M and Staff mid-pesk would be
from 8:00 a.m. to 5:00 p.m., and FEA would provide no mid-peak.

A=-M witness Brubaker testified as follows:

"I concluded that the time periods proposed by
SCE previde less opportumity for load shiftin
than do the time periods proposed by the Staff.
It is alco obvious that the more narrowly
defined on-peak hours embodied in the Staff
proposal increase the potential for crezting
new or secondary peaks outside, but on the
pexiphery of, the peak perfods. The choice
between the two proposals basically involves a
judgment as to the magnitude of probable load
shifts expected to result from implementation
of time-of-use rates. If only the A-8 class
were to be subjected to time-of-use rates, the
peak hours could be defined narrowly without
creating a serious potential for secondary or
shifted peaks since the load shifts by this
class are not expected to be large. However,
the time-of-use pricing plan for Califormia,

-21-
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as set forth by the Commission in Decision No.
8555¢ in Case No. 9804, comprehends the appli-
cation of time-of-use rates to other customer
classes who have lower load factors and less
consistent load patterms - - which raises the
question of how the load shifts of these other
classes (if any) would Interact with the load
shifts (if anyg of the A-8 class in terms of
chacging system load shapes.

"In my opinion, a more logical sequence of events
would have been to conduct additional load research
and testing of those customer classes waose load
patterns are the most responsible for the 'peaking'’
characteristics of the SCE system - - before pro-
ceed to 2 fipely turned time-of-use rate
schedule for the A-8 customers who are the least
responsivie Zor the peaking characteristic of the
SCE system. This approach would have permitted

a8 more reasoned selection of time periods.™

* kK

"To mirimize the problems which I have just
described, I believe it is prudent to adopt a
broader definition of on-peak hours than would
be acceptable if we were coancerned only with
time-of-use rates for A-8 customers. However,
these hours should, at the same time, be
narrow enough to provide some flexibility for

load shifting."

In 1its brief G asserts that the specific time periods
adopted by A-M witness Brubaker represent the optimum resolution
of the competing policy considerations and offer the best framework
within which time-of-day rates can be extended to other classes,

DOD contends that the hours of the time-of-day tariff
should be the most liberal possible in oxder to provide the
potential customexrs the greatest opportumnity to shift loads.
Therefoxe, DOD recommends that the Staff's proposed hours be adopted.
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FEA contends that the choice of peak period hours is a
two-step process. First it is necessary to estimate the probability
that the load in particular hours will exceed the previously
established system peak levels. The second step is to determine
the level at which customers should share in the cost of system
peak expanzion,

FEA subnits that the important factor is the frequency of
a significant load occurring in a particular hour, as a guide to the
assessment of the probability that a systea peak will occur in that
hour In future years, rather than the fact that such a significant
load occurred cnce or a few times in such hour. Edison's apparent
requirement that all houxs in whick a significant load has occurred
at some time in the past should be included in the peak period is
one of the reasons why Edison's number of peak period hours is greater
than FEA's. To assign a demand charze to hours with almost no like-
lihood of exceeding system peak would price them in excess of costs
and would thus act as a disincentive to shift loads to those hours.

FE&A believes that it is unwise to accept Edison’s 80 per-
cent as the proper basis of a summer peak period. TFEA contends that
4 more appropriate basis recults from an analysis of tke number. of
times that somewhat higher loads occurred during noon on the Edison
system, and from am examimation of the differences between woxinun
and wminimum loads to show probability of the oceurrence of maximum
load in those hours. '

FEA is concermed that a summer peak period as long as
Edisou has proposed will mot allow Edison to learn as much about the
response of very large power customers to varying prices than if a
shorter om-peak period were chosen. Shorter on-peak periods are
likely to cause more load shifting.
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FEA also submits that there is no cost or other justifi-
cation for the creation of mid-peak rating periods on the Edison
system at this time. A more appropriate and cost based approach
would be to avoid a mid-peak period, but to be recady to extend the
on~peak period to some of the off-peak hours in the very unlikely
event that the very large power customers react by threatening to
create a new peak during the off-peak hours.

We are influenced by the testimony of the A-M witness
that the time periods proposed by Edison offer less opportunity
for load shifting than more narrow on-peak hour periods. A winter
mid-peak period as proposed by Edison, A-M, GM, the Staff, and DOD
should be established, as well as the summer mid-peak period as
proposed by the Staff,

We find that the time periods proposed by the Staff
represent the best resolution of the competing policy comsideratioms
and should be adepted by this Commission in this proceeding with
eight of the holidays designated by the Staff in its brief being
included in the off-peak pexiod, These time periods are as follows:
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Off-peak:

SUMMER

staff
12:00 noon

to
6:00 p.m.
(weekdays,
excluding
8 holidays)

8:00 a.m.
o
12:00 noon
6:00 p.m.

to
10:00 p.m.
(weekdays,
excluding
8 holidays)

10:00 p.m.

to
8:00 a.m.
(weekdays)
and all day
Sat., Sun.,
& 8 holidays

WINTER

Staff
5:00 p.m.

to
10:00 p.nm.
(weekdays,
excluding
8 holidays)

8:00 a.m.

to
5:00 p.m.
(weekdays,
excluding
8 holidays)

10:00 p.m.
to
8:00 a.m.
(weekdays)
and all day
Sat., Sun.,
& 8 holidays

0f£-peak holidays arec New Year's
Day, Washington's Birthday,
Memoxrial Day, Independence Day,
Labor Day, Veterans Day, Thanks-
giving Day, and Christmas.
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4, Which customer charge
should be adopted?

Edison has recommended a monthly customer charge of $1,850
which represents the fully allocated customer costs for the TOD-8
customers, as shown in Exhibit 64, Sheet & (Revised). DOD has
recommended $1,900, FEA $2,000, A-M $1,775, and the Staff $800. The
Staff witness conceded that the $800 per month would cover only pex
of the associated costs to serve an average TOD-8 customer, but points
out that the $800 charge is set to recover the cost of serving a small
TOD-8 customer so that the small TOD-8 customers will npot be required
S0 subsidize the large TOD-8 customers. Under the Staff proposal the
additional customexr costs for the larger TOD-8 customers are recovered
in the Staff's two-part demand charge.

The Commission will adopt the $800 per month customer charge
proposed by the Staff witmess.

power factor adjustment
clause proposed by Edison

and the Staff be adopted?
The Edison witness and the Staff witness both recommended

a modification of the power factor adjustment clause so that Edison
would measure and charge for the maximum reactive demand, rather

than the average reactive demand, as is the case at present. The
Edison witness stated:

"Under my proposal, Edison would measure the
customer's maximum reactive demand which would
generally occur at the same time as his maximum
KW demand. My proposal would more accurately
reflect the costs that the customer imposes on
the system and thus provide an additional
incentive for the customer to control his total
load."” (Exhibit No. 37, pp. 5-6.)

5. Should the chan?e in the

-26-
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Edison contends that the power factor adjustment clause will
more accurately reflect the demands of the customer, because Edisen
must not only meet the customer's kilowatt requirements but also his
Kilovolt-ampexe or kva requirements, which require additional
generating capacity. .

DOD contends that the proposed change in the power factor
clause will not provide an incentive to shift load and its adoption
would provide an additiomal varilable which would make a before and
after analysis of the effect of time-of-day rates more difficult,

The A-M witness testified as follows regarding the proposed
power factor clause:

'"With xespect to the power factor clause, SCE
essentially proposes to change the power factor
provision from ome based on the average monthly
power factor, to ome based upon a customer's
power factor at the time of his peak demand.
A review of both present and proposed power

factor clauses, as well as the revenues which
SCE assoclated with the two provisions,
indicates that the power factor based om scak
demand was assumed to be the same as the pewer
factor measured on an average monthlg basis,

a

To the extent that the power factor based on
the peak demand is lower tham the average
monthly power factor, SCE has understated the
revenues attributable to the proposed power
factor adjustment clause. Also, a change of
this type would complicate the evaluation of
customer behavior in respomse to the pure
time-of-day aspect of the proposed rate change.
Accordingly, it is my recommendation that che
present power factor clause be continued."
(Exhibit No. 27, pp. 10-11.)

The Staff witness testified that the net effect of the
present power factor clause has been a raw bill reductionr of 11 cents
pexr kw, and the net effect of the changed power factor adjustment
will be an increase of f£ive cents per kw from the raw bill to the
final bill. The proposed increase in the power facto= adjustment

. charge is compensated for by a decrease in the proposed demard caarge.,
however, and so no incentive is provided to shift load.

-27-
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In view of the fact that the recommended modification of
the power factor adjustment clause will more accurately reflect costs
that the customer imposes on the system, it will be adopted by the
Commission, even though to compensate for the increased charges
resulting tberefrom, the demand charge will be less than it otherwise

would be, and therefore mo additional incentive will be provided to
shift load.

6. Should the time interval
for measur naximum
demand be reduced from
30 minutes to 15 minutes?

Edison's present Schedule No. A-8 provides for the
measurement of the maximum average kilowatt on which the demand
charge is based to be made on 2 30-minute interval basis. Both the
Edison witness and the Staff witness recommend that the 30-minute
intexrval be reduced to a l5-minute interval. This could be effected

by the use of the metering equipment already installed for the TOD-8
custoners,

Edison's witness has pointed out that sowe of Edison's
customers have installed demand control equipment which is designed
to ''overlap” the 30-minute intervals by permitting their respective
demands to increase in the last half of ome 30-minute interval and
in the first half of the next 30-minute interval. Such custowmexs
are igposing higher demands on the capacity of the Edison system
during a portion of the 30-minute period than they are imposing over
the entire period. For example, a customer who imposes a demand of
6,000 kw for 1S5 minutes and then 8,000 kw for the mext 15 minutes
would be billed for a demand of 7,000 kw undexr existing Schedule No.
A-8. Another customer who imposes a demand of 7,000 kw consistently

for the emtire 30 minutes would also have a billing demand of 7,000 kw.
The demand charges for those two customexrs would be the same, even

though the £irst customer has imposed a higher generation requirement
and thus a higher ceost on the Edison system.
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Regarding the proposed reduction in the time interval A-M
witness Brubaker testified as follows:

"With respect to the metering interval, SCE
proposes to reduce the measurement interval
from thirty minutes to fifteen minutes - -
which wouid increase the total number of
kilowatts billed. The effect of this pro-
posed 50 percent reduction in the interval
for demand measurement was not incorporated
into SCE's revenue calculations. Furthermore,
the effect of this proposed change in metering
interval on billing demand is not known. In
addition, such a change would complicate any
evaluation of customer behavior under the new
time-of-usc rate. Changing both the concept
of the rate to a more explicit time-of-day
rate, and simultaneously altering the billing
demand interval would make it very difficult
to assess the effects created by the time-of-
use concept in and of itself. Accordingly,

it is oy recommendation that the thirty—minute
demand meteringz intervai be continued.'
(Exaibit No. 27, p. 10.)

Steel-CMA point out that several customers testified that
they have, at comsiderable expense, installed demand control equipment
in their facilities. At Kalser Steel's Fontana plant the computer
reads demend levels on equipment all over the plant to a dispatcher.
The dispatcher 1s able to determine from the computer a rate of
increase of demand which he uses to predict whether demand will
exceed a pre-established benchmark., If he expects the benchmark
to be exceeded he shuts down usage in certain sections of the plant
thereby keeping the usage within the bemchmark. (Tx. 680-87.)

Steel witness Hanson testified regarding the effect of tke
change from a 30-minute period to a lS-minute period as follows:
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"We bave reviewed available data and have found
that the uncontrolled portionms of plant electrical
power demand will average out at a higher level
for o fifteen-minute period tham for o thirty-
minute period. This results in a decrease in
powexr available to the steelmaking furnaces,
resulting in a 2-3 percent decrecase in toms per
furnace hour, or about 1,000 touns/month, at a
norwal lavel of operation." (Exhibit No. 17 at

P. 11.)

Steel-CMA contend that rather than being used to increase
the system load as Suggested by the Edison witness, the demand control
equipment is used to benefit the system by reducing demand and the
Comnissicn should not do anything to discourage its continued use,
The alternative wouid be to abandon the atteapts to control load,
therxeby creating a higher demand on the system.

Steel-QMA also agree with A-M witness Brubaker that the
reduction in time intexrval should be rejected because the adoption
of the stortened interval will have some revenue effect which has
not been reflected in Edison’s rate proposal and because it will

make an evaluation of customer response to time-of-day rates more
difficult,

DOD also opposes the change in the metering interval for
the reasons stated above. DOD points out that Edison aiready has a
rewedy foxr a customer which has a demand that is intermittent and/or
subject to violent fluctuwatiom in its Special Condition 3 which
provides:

"Where demand is intermittenmt or subject
to violent fluctuations, a S5-minute
interval may be used."
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The Coxmission will authorize the reduction in the time
interval for measuring meximum demand from 30 minutes to 15 mimctes
because this change is consistent with the Commission's objective of
encouraging control by the customers of their electric enmergy demand
needs and of recognizing custowmer load chaxacteristics that impose
additlional cost burdens on electric utilities. In establishing the
level of time-of-day rates inm this proceeding the Commission will
consider the fact that additional revenue will be produced for Edison
by the reduction in the time interval for measuring maximus demand.

7. What demand charge
should be 2dopted?

Edison, the Staff, and DOD all agree that the demand
component of the rate in Schedule No. TOD-8 should be time-varying.
DOD's proposed on-peak demand charge is the highest, it being $2.413
per kw billing demand assuming the Edison power factor adjustment

clause is adopted. Edison recommends $2.30 pexr kw of billing demand,
while the Staff recommends $2.033 per kw of on-peak billing demand.
The Edison proposal defimes "billing demand" as the on-peak demand
plus one-balf of the amount by which the mid-peak demand exceeds the
on-peak demand. DOD proposes to charge $.60 per kw mid-peak billing
demand, and the Staff proposes a charge of $.25 per kw wid-peak
billing demand. No charge is proposed by Edisom, the Staff, or DOD
for off-peak demand.

A-M proposes a charge of $2.28 per kw on~-peak billing
demand and FEAlproposes 3 charge of $2.10 per kw on-peak billing
demand. Neither A-M nor FEA propeses any charge for mid~peak and
off-peak derands,




A. 56408 ek/dz

Both the Edison witness and the Staff witness recognize
that the demand rate serves a balancing function to enable Edison
to recover its overall cost of service, including an adequate
return. In his rate design the Edison witness assumed a 10 percent
reduction in the noncoincident demands of the TOD-8 customers while
the Staff witness testified that a 2-1/2 percent on-peak demand
reduction would be a reasorable target for Edison's TOD-8 customers.

FEA in its brief points out that essential elements
underlying the derivation of its proposed demand charge are:

"...first, the choice of a demand cost as
determined for the VLP customer on Schedule
A~8 for the test year, including maintenance
and capiltal expense associated with production,
transmission and distxibution fumctions and
those administrative and general expenses which
vary with levels of demand; second, comparison
of this demand cost with the cost of peaki
capacity, i.e., the incremental cost of demand;
and third, a decision to retain the hisrtorical
demand cost in light of (a) the need to Cesiam
2 tariff to meet the revenue requirement
developed by Edison for the VLP customer %roup
and (bg a desire to minimize the degree o
wmfamiliarity during the period of transformation
from traditional rate structures to time-of-use
structures,"

The FEA demand charge is assigned to peak period hours only
for the following reason:

"Use during such off-peak hours does mot add to
System cost of capacity and a shift of demand
from the peak hours as I have defined them into
the off-peak hours as I have defined them will
in fact create the opportunity to reduce system
cost to the benefit of all ratepayers as well
as to Edison.” (Exhibit No. 23, pp. 24-25.)

FEA contends that to assign off-peak users a demand charge
would provide those users with electricity prices in excess of che
. costs they impose on the systenm.
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A-M witness Brubaker discusses the deficiencies of the
Edison and the Staff billing demand charges as follows:

"With respect to presently effective Rate A-8,

a customer who has essentially level demands

may not receive any benefit from shifting loads
from on-peak to off-peak hours. For example,

if a customer initially had a constant demand

of 10,000 kilewatts, reducing his on-peak demand
to 9,000 kilowatts and increasing his off-peak
demand to 11,000 kilowatts would still result

in his being assessed for a demand charge based
on 10,000 kilowatts (although his energy charge
would be lower). With respect to SCE's TOD-8
Rate, a similar problem exists with respect to
the incentive for shifting from on=-peak hours

to mid-peak houxrs - - in that the billing demand
is defined as the on-peak demand plus ome-half
of the amount by which the mid-peak demand
exceeds the on-peak demand. Thus, shifting so
that the on-peak demand decreased by 1,000 kw
and the mid-peak demand increased by 1,000 kw
would not cause any reduction in the billing
demand of a customer with the same demands
during om-peak and mid-peak periods. With
respect to the CPUC Staff proposal, a customer
would save the on-peak demand charge by shifting
load from the om-peak to the mid-peak period,
but this savings would be reduced by the extra
charge assessed for all demand shifted to the
wid-peak.' (Exhibit No. 27, pp. 12-13.)

A-M witness Brubaker's proposal defines the billing demand
as the largest of: '"(a) the maximum demand established during on-peak
hours, (b) 75 percent of the maximum demand established during wid-
peak hours or, (¢) 50 percent of the maximum demand,escablished'during

off-peak hours." (Exhibit No. 27, p. 13.) Witness Brubaker explains
provisions (b) and (¢) as follows:




A. 56408 ek /dz *

"The 50 percent provision which applies to off-
peak demands provides significant freedom to
shift demands without losing the benefit of
reduced demand charges, and at the same time
avoids conveying the impression that off-peak
demands are totally without consequence to the
system. The 75 percent feature for mid-peak
cdemands was selected to provide some cost
savings for shifting demands from on-peak
bours to mid-pesk hours, while at the same
tine providing a lower incentive for shifting
to mid-pesak than to off-peak periods."
(Exhibit No. 27, p. 13.)

DOD contends that its proposal should be adopted because
it provides the greatest incentive to move completely to the off-peak
period and also to moderate demand during the mid-peak period.

The demand charges proposed by the Staff will be adopted
in this proceeding, as they provide an appropriate incentive to shifj/,/////
demand from the peak period to the off-peak period and also give '
recognition to moderation of the demand during the mid-peak period,
and the level of the charges is based on a 5 percent reduction
in on-peak demand by the TOD-8 customers. For the reasons explained
hereafter in the discussion relating to issue 10 below, the 5

percent reduction in on-peak demand will be adopted.

8. Should the energy charge
ve uniform or time-varying?

All of the paxrties except the Staff proposed a single enexgy

charge, based on average system costs, which does mot vary with the
time-of-day periods,




A. 56408 ek/dz

The Edison witness, in analyzing Edison's enexgy costs,
reviewed data by time-of-day with respect to Edison's average fuel
and purchased powexr costs, both on a recorded basis for the yeax 1974
and for the year 1976 estimated under average year conditioms. The
hourly data wexe developed from the dispatch records and monthiy fuel
cost reports for each of Edison's generating statioms. The hourly
estimates were developed by adjusting 1974 recorded data to average
year conditions and then escalating them to the 1976 level of costs.

The Edison witness testified that the 1974 data showed a
general level for such fuel costs (including purchased power) of
about 10 mills per kwh, with very little differemce in operating
costs at the varlous hours of the day. With zrespect to the 1976
estimate, although the level of cost had almost doubled to just
below 20 mills per kwh, the cost difference between the off-peak
andé on-peak periods, as defined by Edison, was projected to be less
than it was for the recorded year 1974. Moreover, Edison’s studies
of such 1976 costs indicated that they do not vary significantly orx
consistently by tiwe-of-day; in fact, the off-peak energy costs were
ofcten higher than those incurxed during the on-peak period.

The Edison witness also reviewed short texm incremental
fuel cost data (system lambda) on an average hourly basis with
respect to the several time period definitlons proposed by Edison
and by the Staff. Under the Staff's definition of on-peak and
off-peak hours, the monthly differences between such incremental
costs during those two periods result in an average annual difference
of 0.62 mills per kwh. Under Edison's definition of on-peak and
off-peak houxrs, the differemtial is only 0.56 mills per kwh.

On the basis of these studies the Edison witness concluded
that the energy costs on the Edison system should be considered as
relatively constant over the 24 hours of the day.
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The Staff witness testified that he based his varying
enexgy charges on the weighted commodity cost diffexential of
1.7 mills between the on-peak period (15.3 mills per kwh) and
off-peak perfod (13.6 mills per kwh) shown on Table 1 of Exhibit
No. 7. The ineremental enmergy costs im Exhibit No. 7 are isolated
by type of generation (nuclear, coal, combined cycle, and combustion
turbine), and reflect Edison's future resource additions over a
planning period of ten years (1976-1986). In addition, he considered
the relatively expensive cost of combustion turbine geveration at
45-50 mills pexr kwh. The Staff witness added two mills to Edison's
present A-8 tall block rate of 1.116 cents per kwh to develop a rate
of 1.316 cents per kwh for om-peak consumption. He then reduced the
on-peak rate by 1-1/2 mills to produce a mid-peak rate of 1.166 cents
per kwh and by another 1-1/2 mills to produce an off-peak rate of
1,016 cents per kwh.

System lambda is a cost figure represén:ing, on a current
basis, the fuel expense underlying the next incremental increase of
generating load on the Edison system., The lambdas are based on
telemetered input from Edison gemerating umits wnder computer-
controlled dispatch. The lambdas which approximate short rum
incremental costs were introduced by Edison im Exhibit No. 14,

The Staff, however, points out that the lambda figures exclude costs
associated with hydro gemeration and combustion turbine peaking umnits,
neither of which is umder computerized dispatch. Even though the next
actual load increment may be low cost hydro genmeration at 2.0 mills
per kwh, or exclusive combustion turbine generation at 45-50 nills
per kwh, the lambda will not show these costs, but will substitute

the fossil fuel expense of another umit.
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On the other hand, Edison points out that the differential
of 1.7 wills based on lomg rum incremental costs in Table 1 of Exhibit
No. 7 is dependent upon the period of time in the future to which one
looks. If the ten year period (1976-1986) wexe reduced to a seven
year period (1977-1984), almost all of the planned combustion turbine
installations would be eliminated and the 1.7 aill differential would
be reduced to .6 mills.

With respect to the combustion turbines, witness Kent who 1s
the Superintendent of Edison's Powexr Supply Department pointed out
that combustion turbine units are not necessarily operated on the
Edison system to meet the daily system peaks. Exhibit No. 32 shows
that the combustion turbines were in sexvice for only 7.6 pexrcent of
the Staff's recommended on-peak hours in 1975 and only 2.2 percent of
those recommended om-peak hours during the first seven months of 1976.
He further stated that combustion turbines produced only 0.012 percent
of the total kwh gemerated each day during 1975.

Witness Kent testified that there are thrce basic factors
on the Edison system which affect the on-peak/off-peak differentials
in incremental emergy costs. Fixst is the fuel cost for those umits
which move or swing with load changes on the system throughout the
day. As the single swing fuel is oil 24 hours a day year around,
there is little differential due to this factor disregarding the
infrequent operation of the combustion turbines. The second factor is
efficiency. About 90 percent of the gas-oil-fired gemerating umits on
the system have been built since 1952, have similar efficiency
characteristics, and hence form a narrow incremental cost band. The
thixd factor is the method of dispatch which is based upon minimum
NOx emissions, This method of dispateh produces a lower cost
differential than that which would result under an ecénomy method
of dispatch.
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FEA witness Dr. Bower proposed a flat energy charge.

He chose the historic emergy charge because the incremental and
historic enmexrgy costs are very close and because the revenue
requirement can be more easily and simply satisfied with the use

of the historic emergy cost than if the Incremental costs were used.
Dr. Bower recognizes that electric rates sbould "provide prices that
reflect Incremental costs oxr that reflect certainly relative
incremental cost differemces'. (Tr. 843.) Im this proceeding, however,
the flat energy charge was proposed because of the flatness of the
Edison system lambda data. FEA agrees with Edison that it is not
necessary to Include the cost of combustior turbines in the Edisom
system lambda data because their dispatch appeaxs to be partially
related to the loads occurring at or approaching system peak.

FEA contends that energy charge differentials among
time-of-day periods should not be adopted independently of a clear
cost justification for such differentials. An erergy differential
should not be imcluded In the tariff merely because another utility's
tariff includes a differential or because of some preconceived
notion that time-of-use tariffs must necessarily include such a
differential.

DOD also urges that 2 time-of-day varying enexgy chaxge
should not be adopted in this proceeding and points out that since
a varying time-of-day charge was adopted in the PGS&E time~of-day
Decision No. 86632, the adoption of a uniform emergy rate in this
proceeding could, tbroughk analysis, provide a factual basis for a
conclusion comncerning the efficacy of a time-varying energy chq;se,

-
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In its opening brief A-M points out that the Staff witmess
in support of the Staff proposai for a tize-varying energy charge
stated that the Staff had recommended a 2 mill per kwh differential
between on- and off-peak in Pacific Gas and Electric Company's
Application No. 56124 and that San Diego Gas & Electric Company had
proposed a 3 mill differencial between on- and off-peak in that
utility's Advice Letter Filing 405-E. A-M contends that such
testimony is completely irrelevant as the Commission'-should base
its decision on the facts which bave been developed on the record
in this proceeding.

A-M witness Brubaker concludes in his direct testimony
regarding time-varying emergy rates as follows: ;

"Aa analysis of both average costs and incremental
energy costs, by time period, revealed that there
is not a significant enough variation between
time periods to warrant a time-varying charge."
(Exhibic No. 27, p. &.)

Witness Brubaker justifies his preference for using average
edexgy costs In his direct testimony which follows:

"Thexe axe several reasoms for setting the energy
charge equal to the average cnmergy cost. Fizst,
and most obvious, is the %act that the average
energy cost, when applied to total kilowatt-hour
consumption, produces energy charge revenues
equal to total enexgy-related costs. Second,

the 'incremental' cost of emergy represents only
the cost of the last block of kilowatt-hours
produced at a given time and, as such, is not
representative of the actuwal total costs incurred
by SCE in supplying energy. For example, if the
average cost of supplying 99% of the enmer

during a given time period were 20 mills per
kilowatt, but the last 1% had a cost of 40 mills
per kilowatt-hour, it would obviously be inappro-
priate to charge 40 mills for each kilowatt-houx
supplied during the period whea this cost relates
only to a thin veneer of the total supply profile.
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Use of the average cost is much more appropriate
as it reflects the total epergy cost actually
incurred, and not a fictitious imputed cost
dictated by a de minimus quantity of emergy.
Third, it must be remembered that total revenues
arxe defined by total embedded costs, so that one
rate element can only be increased if another is
commensurately decreased. Therefore, if energy
rates were set above average costs, other rate
elements (demand and customer) would necessarily
have to be set arbitrarily low. Setting demand
charges arbitrarily low is neither consistent
with cost recovery, nor appropriate in light of
time-of-use pricing -- which has as ome of its
purposes the creat%on of a cost-based rate
Structure which will convey to the customer an
incentive to shift demand from ome time pexriod
Co another. The only way to avoid these problems
1s to use actual average costs for all majox
rate components.' (Exhibit No. 27, pp. 5-6.)

Steel-CMA submit that aceurate cost reflection in rates
1s the "'essence" of peak load pricing. If utility costs do not
vary significantly and comsistently by time-of-day, rates should
not vary either,

G-M supports the time-of-day energy charge proposed by
A-M witness Brubaker.

In this procceding the Commission will adoot a varying
energy charge of 1.408 cents per kwhr on-peak; 1.258 cents per kwhr
mid-peak; 1.108 cents per kwhr off-peak, based on clear cost Justifi-
cations for the differentials.l

It should be noted that the Commission will more fully
develop information on marginal cost as a basis for rates and rate
differentials in future rate proceedings.

1/ The Staff's proposed varying enexgy charges have been increased
T by .092 cents by reason of Decision No. 86794 issued December 21,
1976 in Application No. 54946, However, Edison's energy cost
adjustment billing factor was reduced by .092 cents by Decision

No. 86760 issued December 21, 1976 in Application No. 56822.
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S. Should Edison's load factor
discount be adopted?

Edison has proposed to reduce a customer's demand charge
for each month by 1.25 pexrcent for each percentage point that the
customer's load factor exceeds 75 percent, Edison contends that
such load factor discount would give appropriate recognition to the
fact that a number of TOD-8 customers have a relatively limited
ability to shift load. Om the other hand, some of the customers
have offered evidence to show that they bave the ability to comtrol
theilr maximum demarnd without adversely affecting their operatioms.
Since the load factor is calculated on the billing demand, not the
maximun demand, a customer who shifts load out of the om-peak period
will always improve his caleculated load factor, even though he may
not change his real load factor., Edison asserts that such load
factor discount provision will encourage load management by the
customers themselves,

The Staff contends that the most striking fault of the load
factor discount proposal is that the discoumt may induce a customer
to improve its own load factor to the detriment of the system load
factor. Edison's witness agreed that a 65 percent load factor
customer who is not comntributing to the peak is probably a greater
benefit to the system than a 90 percent load factor custower who is
contributing to the peak. The Edison witness also agreed that
Edison's load factor discount does not discourage a customer from
adding energy usage during the on-peak period up to the point of the
customer's maximum demand.
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FEA contends that in the short run, the load factor
discount 1s likely to result in a non-cost-based transfer of revenue
anong the customers in the very large power class, and since such a
transfer is not cost based, it would be unfair. FEA requests that
the load factor discount not be approved.

DOD contends that the adoption of a mid-peak period with
a separate, cumulative demand charge makes the load factor discoumt
unnecessary. DOD also opposes the adoption of the load factor
discount.

Steel-CMA point out that there is no cost justification
for the load factor discoumt propeosal, and they contend that such
proposal would simply shift the buxden of producing class revenues
among the members of the class in a discriminatory manmer., They
submit that the incentive for high load factor inherent in any demand
billing rate form 1is sufficient to encourage customers to improve

their load factors and urge that the Commission reject the load
factor discount proposal.

The Commission will reject Edison's load factor discount
proposal because it Is not cost based and would shift the burden of
producing class rxevenues among the members in an unfalr manner and
because it may induce some customers to improve their own load factors
to the detriment of the system load factor.

10. What percent reduction in
maximum on-peak demand should
be adopted for setting appro-
prlate rate levels in
Schedule No. TOD~-8?

The Edison witnmess in his rate design assumed a 10 percent
reduction in the noncoincident demands of the TOD-8 customers while
the Staff recommended the adoption of a 2-1/2 percent figure for
reduction in om-peak demand., Edison points out that this Commission
in Decision No. 86632, which established time-of-day rates for PG&E's
very laxrge power customers, recognized that there would be a 10
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percent reduction in on-peak demand in order to preserve revenue
stabilicty in the early stages of time-of-day pricing and to prevent
diminution in revenue. In that decision the Commission also took
note of PG&E’s initiative in £iling the first application for time-
of-day rates and commended PGS&E for its assistance in developing a
complete recoxrd in that proceeding. Edison submits that for the
reasons enunciated by the Commission in Decision No. 86632 that
Schedule No. T0D-8 should be based upon the assumption that there
will be a 10 percent reduction in the noncoincident dewmands of the
TOD-8 customers. | ‘

The Staff points out that there is no specific elasticity
study or other analysis of the TOD-8 class to support an assumed
reduction in on-peak demand of 10 percent and that a very recent
clasticity study for Edison's industrial class does not support an
assumed reduction of 10 percent. The Staff contends that its 2-1/2
percent assumed reduction in on-peak demand is more reasomable than
the 20 percent assumed reduction of Edison.

DOD contends that raising prices in anticipation of a load
shift which might not take place insures that the TOD customers beax
a monetary burden 1f they do not shift, requires them to spend
capital to shift, and if they do shift, passes such benefits as might
result to other customer classes. DOD contends it is inappropriate
to require a customer class to expend momey to get back even on the
rates or to provide Edison with a windfall L1f the customers don't
do so.

In response to the question:

"Do you think 24-hour industrial load operatioms
will shift significant amoumts of load as a
result of time-of-day signals?'

Airco's witness Cleary responded:
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"No. To start with the whole concept embraces the
seemingly curilous economic concept that idle
manufacturing capacity should be substituted for
idle electric generating capacity. What I believe
will happen is that industry will cut - - not

shift - - peak hour consumption during recessions.
Thus with time-of-day rates some revenue lnstability
2y occur. When business is good, industry will
Trun flat out, all the time, because even during
peak pricing hours, our incremental revenue will
exceed our Incremental cost.' (Exhibit No. 26, Pe 7.)

In reply to a further question regarding whether the high
load factor Airco plants will shift load in response to time-of-day
price signals witness Cleary stated:

". . . Our customers largely will determine how

much enexgy we use and when - - not rate design.

e « o' (Exhibit No. 29, p. 7.)

Steel-QMA point out that numerous industrial witnesses have
testified that time-of-day pricing signals are very likely not to
produce a significant load shift by very large power customers. They
admit that 1f, upon actual experience, it is shown that demand shift
is occurxing, then Edison should be allowed to adjust its rates after
appropriate comsideration is given by the Commission to the benefit
which other customer classes have received from such load shife,
Steel-CMA contend that the Commission should not allow the adjustment
foxr load shift in this proceeding but should consider the adjustment
In Edison's next general rate proceeding, where all costs and revenues
can be considered.

We are of the opinion that Edison's estimate of a 10 percent
reduction in maximum on-peak demand as the result of the adoption of
the rates in Schedule No. TOD-8 is too generous and that the Staff
estimate of 2-1/2 percent reduction is lower than the rate variations
indicate, We believe that a 5 percent reduction should be adopted in
order to more accurately reflect the cost variations between peak and
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non-peak periods, to maximize the incentive to shift from on-peak
usage, and to preserve revenue stability. The 10 percent shift
adopted in Decision No. 86632 was primarily based upon a greater
cost variation in PGSE's time periods, along with recognition of
PG&E's promptness in filing its application for time-of-day
tariffs. Both of those factors differ in Edison's case.

1l. What are the consequences in
this proceeding of the
Comxission’s Decision No. 86794
and Decision No. 867607

In its closing brief the Staff pointed out that by
Decision No. 867942/ issued December 21, 1976 in Application
No, 54946 the Commission authorized for Edison an increase of
$44,500,000 in jurisdictional revenues by increasing all enexgy
rates by 0.092 cents per kwhr effective after Januwary 12, 1977.
Concurrently with the issuance of Decision No. 86794, the Commission
also issued Decision No. 86760 in Application No. 56822, which
authorized an equal reduction of 0.092 cents per kwhr in Edison's
energy cost adjustment billing factor. Although the two decisions
do not cause revenue changes for most rate schedules, the
voltage discount feature of the A-8 and TOD-8 schedules results in
recovery of less than the authorized revenue. TOD-8 rates will be
designed to recover revenue equivalent to A-8 as authorized by
Decision No. 85294 in Application No. 54946,

12. What effect will the adoption
of Schedule No. TOD-8 have on
the special "off-peak" contract
between Edison and the Metro-
politan Water District of
Southern Califorania QMWD)?

In its closing brief the Staff states:

2/ Petition to California Supreme Court for writ of review of
Decision No. 8679 was filed March 14, 1977, S.F. 23605.
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"The ning Brief of MFD sets forth the provisions of
its contrggi with Edison entitled 'District-Edison 1958
Service and Interchange Contract’. This comtract provides
for, among other thin§s MWD obtaining supplemental energy
from Edison during off-pcak periods for distriet pumping
needs, and the interchange of emergy between the two
entitles under cextain conditions. The contract also
2llews Edison to use specified MWD facilities, and lets

each entity take advantage of excess genmerating capacity
available to the other,

‘MWD's interest im this proceeding arises from the
contractual provisions which set the rate for off-peak
energy supplied by Edison to the District., Although MWD
1s not an A-8 customer, the contracted-for off-peak emergy
rate is cderived from Edison's A-8 rate schedule. The rate
levels of Schedule No. A-8 are exposed to substantial
change as a result of various proposals in Edison's general
xate proceeding (App. No. 54946) and the instant time-of-
day application. As a result, MWD has asked the Commission
Lo recognize the umique status of i:ts contractual relation-
ship with Edison when adopting a TOD-8 schedule, rather
than causing a re-negotiation of the MWD-Edison comtxact
enexgy xate strictly on the basis of the adopted TOD-8
rates. The Staff supports this request.

'The comtxact between MWD and Edison i1s much more than
an off-peak energy sale comtract, The agreement also
provides for emexgy transfers from MWD to Edison, standby
capacity interchange, and Edison's use of MWD's Hoover
generatoxs, transmission limes, and telephone system
without charge. These factors evidence a cooperative
relationship similar to that underlying the State Water
Plan and Pacific Intertie Group. In this regard, the
Commission has treated Edison's comtractual relatiomship
with the California Department of Water Resources as a
Sepaxate classification apart from the various Edison
customer groups. Therefore, the Staff recommends that
MWD and Edison be allowed to re-negotiate their contract
to eliminate or modify the restrictive provisions which
tie Edison off-peak emexgy rates to the existing A-8
tariff or its successor TOD-8 schedule.’
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Pursuant to the Staff recommendation MWD and Edison should
be authorized to re-negotiate their contract to eliminate or modify
the restrictive provisions which tie Edison off-peak energy rates
to the existing A-8 tariff or its successor TOD-8 schedule.

F. Findings

1. It is not necessary to choose between time-of-day rates
and demand control rates as both types of rates should be implemented
because they both will encourage conservation of energy.

2. The following time periods are the time periods which
should be adopted for the time-of-day rates to be authorized in
this proceeding:

SUMMER WINTER
Staff Staff

12:00 noon 5:00 p.m.
to to

6:00 p.m. 10:00 p.m.

(weekdays, (weekdays,

excluding excluding

8 holidays) 8 holidays)

Mid-peak: 8:00 a.m. 8:00 a.m.

to to

12:00 noon 5:00 p.m.

6:00 p.m. (weekdays,
to excludi

10:00 p.m. 8 holidays)

(weekdays,

excluding

8 helidays)

Off-peak: 10:00 p.m. 10:00 p.m.

to to
8:00 a.m. 8:00 a.m.
(weekdays) (weekdays)
and all day and all day
Sat., Sun., Sat., Sun.,
& 8 holidays & 8 holidays

Off-peak holidays are New Vear's
Day, Washington's Birthday,
Memorial Day, Independence Day,
Labor Day, Veterans Day, Thanks-
giving Day, and Christmas.
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3. An $800 per month customer charge should be included in the
TOD-8 rate schedule to be authorized by this Commission.

4. The power factor adjustment clause proposed by Edison and
the Staff should be incorporated as a part of the TOD-8 rate schedule.

5. The Commission should authorize the reduction in the time
interval for measuring maeximum demand from 30 minutes to 15 minutes.

6. The demand charges proposed by the Staff but modified to
accommodate Finding 10 should be included in the TOD-8 rate schedule
to be authorized by this Commission.

7. Energy charge differentials should be adopted and are
based upon clear cost justification for such differentials.

8. In this proceeding the Commission will adopt a varying
energy charge of 1.408 cents per'whr on-peak; 1.258 cents per kwhr
mid-peak; 1.108 cents per kwhr off-peak based on the variation in
short-tern and long-term incremental energy costs between the on-peak,
mid-peak, and off-peak periods.

9. The Commission should reject Edison's load factor discount
proposal because it is not cost based and would shift the burden of
producing class revenues among the members in an un€air manner and
because it may induce some customers to improve their own load
factors to the detriment of the system load factor.

10. 4An estimate of 5 percent reduction in maximum on-peak demand
should be adopted for the purpose of designing the time-of-day rate
levels in Schedule No. TOD-8 in order to reflect cost variatioms, to.
maximize the incentive to shift load, to preserve revenue |
stability in the early stages of time-of-day pricing and to prevent
diminution in Edison's revenue.

11l. Because the intended offsetting effect of Decision
No. 86794 issued December 21, 1976 in Application No. 54946 and
Decision No. 86760 also issued December 21, 1976 in Application
No. 56822 are not achieved in either the A-8 or the TOD-8 rate
schedules because of the voltage discount, the rate schedule
resulting from this proceeding will be designed to recover revenues
authorized for the A-8 customer class by Decision No. 85294 issued

. December 30, 1975 in Application No. 54946.

48~
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12. The imereases in rates and charges and the other tariff
changee authorized herein are justified,
13. The zates, charges, and other tariff changes authorized
reir are just and Yeasonzble, and present rates ard chazges, insofax

v,

ey differ therefrom, are for the future unjust and unreasonabdble.

Conclusions

Lo Applicatica No. 56408 shouid be granted to the extent set
forth /m the order which follows,

2. MAD 2od 2dison shouwld be authorizad =o re~zegotiate theix
conzract to eliminate o nodify the restrictive provicions which tle
the comtrect off-peak enexrgy rates to the existing A-8 tariff or its
Sveceescoxr TOD-8 tazriff schedules.

ORDER

IT IS ORDERED that:

L. Southern Califownia Zdfcenm Company 15 directed to file with
tols Cemmission, mot later than thirty days after the effective date
of this order, in conformity with the provisions of Gemeral Oxder No.
96-4, revised tzxwiff schedules wirh xrates, charges, and conditions
modified az set forth in Appendix A attached to this order and, om
aot lecs thaz thirsy daws' notice o the public and to the Commissican,
to make The revised teriffs effective.




2. The Metropolitan Water District of Southern California and
Southern California Edison Company are authorized to re-negotiate
their contract entitled "District-Edison 1958 Service and Interchange
Contract", as amended by amendments dated September 10, 1963 and
January 1, 1965, to eliminate or modify the restrictive provisions
which tie the contract off-peak energy rates to the existing A-8
tariff or its successor TOD-8 tariff schedules and to preseat such
re~-negotiated contract to this Comission for its approval.

The effective date of this order shall be twenty days after
the date hereof.

San Francis0 14 fornia, this 23 /‘-5.’/

7
(//g_/ﬂ e S #4
| v ssioners
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Schedule No. TOD-8
GENERAYL, SERVICE -~ LARGE

APPLICABILITY

Applicable to three-phase general service, including lighting and
power, supplied directly from lines of transmissisn voltage, or where for
the utllity's operating convenience service is supplied from lines of
distribution voltage.

This schedule is applicable for 2ll customers of record on  (date)
served on Schedule No. A-8 and thereafter is applicable to all customers
whose monthly maximum demand exceeds 5,000 Xw for any three months during
the preceding 12 months., Any customer whose monthly meximum demand has
fallen below 4,500 Kw for 12 consecutive months may elect to take service
on any other applicable schedule,

TERRITORY

Within the entire territory served, excluding Santa Catalina Island.

Per Meter
Per Month

Custemer Charge: $ 800.00

Demand Charge (to be added to Customer Charge):
A1l Kw of on-peak billing demand, Per KW ceeeceeevcecncacsass $  2.10
Plus all Xw of mid-peak billing demand, per KW cceeeenececces 0.250
Plus all Kw of off-peak billing demand, per KW ...cceeceeess. No Charge

Energy Charge (to be added to Demand Charge):
mon—pe&k KWhI‘, pe!‘ KWhI' (AR R R A R N N R Y Y Y R R R RN N TN Y lth08¢
Plus ﬂlmid—peak KWhr, pet‘ Kwhr IE T RN N PR NN R RE R YR N NN 10258¢
Plus moff-peak KWhI‘, per KWhr R Ry N 1-108¢

(Contirmed)
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APPENDIX A
. Page 2 0of 3

RATES=—=Contd.

Minimum Charge:

The monthly minimum charge shall be the sum of the monthly customer
and demand charges. The monthly demand charge shall not be less
than the charge for 25% of the maximm on-peak demand established
during the preceding 1l months.

Dally time periods are defined as follows:

On-peak: 12:00 noon to 6:00 p.m.
sumner weekdays except holidays

5:00 p.m. to 10:00 p.m.
winter weekdays except holidays

8:00 a.m. to 12:00 noon and 6:00 p.m. teo 10:00 p.m.
summer weekdays except holidays

8:00 a.m. to 5:00 p.nm.
winter weekdays except holidays

All other hours.

Off-peak holidays are New Year's Day,
Washingten's Birthday, Memorial Day,
Independence Day, Labor Day, Veterans
Day, Thanksgiving Day, and Christmas.

Winter shall consist of the »1lling periods for the six regularly
scheduled monthly billings beginning with the first billing after
November l4. In no event will the winter season include billing

perdods ending after May 31. The 3ix remaining monthly billing

periods comprise the summer season.

SPECTAL CONDITTONS

1. Voltage: Service will be supplied at one standard voltage.

2. Maximum Demand: Maximum demands shall be established for the daily
on-peak, mid-peak, and off-peak periods. The maximum demand for each peried shall
be the measured maximum average kilowatt input indicated or recorded by instruments
to be supplied by the utility, during any l5-minute metered Interval, but not less
than the diversified resistance welder load computed in accordance with the section
designated Welder Service in Rule No. 2. Where the demand is intermittent or
subject to violent fluctuations, a S-minute interval may be used.

(Continued)
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APPENDIX A
Page 3 of 3

SPECTAL CONDITIONS—-Contd.

3. Billing Demand: Separate billing demands for the on-pesk, mid-peak,
anc off-peak daily time periods shall be established for each monthly billing
period. The billing demand for each daily time period shall be the maxcimum
demand for that daily time peried occurring during the respective monthly
billing persioed.

4. TVoltage Discount: The charges before power factor adjustment will be
reduced by 1% for service delivered and metered at a neominal voltage of 33,000

volts, and by 2% for service delivered and metered at a nominal voltage of 66,000
volts or over,

5. Power Factor Adjustment: The charges will be adjusted each month for
reactive demand. The charges will be increased by 20 cents per kilovar of mascimum
reactive demand Imposed on utility in excess of 20% of the madimum mumber of
kilowatts.

The maxirum reactive demand shall be the highest measured maximum average
Kilovar demand indicated or recorded by metering to be supplied by the utility
during any l5-minute metered interval in the month. The kilovars shall be
determined to the nearest unit. A device will be installed on each kilovar
meter to prevent reverse operation of the meter.

6. Temporary Discontinuance of Service: Where the use of energy is
scasonal or intermittent, no adjustments will be made for a temporary
discontinuance of service. Any customer prior to resuming service within
twelve months after such service was discontinued will be required to pay all
charges which would have been billed 4f service had not been discontinued.

7. Contracts: An initial three-year facilities contract may be required where
applicant requires new or added serving capacity exceeding 2,000 Kva.

8. Energy Cost Adjustment: The rates above are subject to adjustment as
provided for in Part G of the Preliminury Statement. The applicable energy
cost adjustment billing factors and fuel collection balance adjustment billing
factor set forth therein will be applied to all Kwhr billed under this schedule.
The energy cost adjustments will be applied after all other discounts or
adjustmenta.
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WILLIAM SYMONS, JR., Dissenting

Today the Commission fundamentally restructures electric

rates for large .users in the San Diego Gas & Electric and Edison

service areas. Crucial changes such as these should be the product

of careful deliberation and should further the well-being of all

of our state's consumers. Unfortunately, today's decision does

not meet these standards.

The Commission majority leaves the following issues unresolved: .

1.

What effect will the new rate structure have on the
state's business climate? A negative one, to be sure.
To come to this conclusion one neced only read the
voluminous testimony presented in recent cases by

Y 1 its

various business and labor organizations.
Tush €0 restructure rates the Commission majority
ignores this evidence.

wWhat effect will the new rate structure have on

consumption? Yo one knows for sure. We could,

nowever, obtain an answer to this question merely
by wailting a few months to cobtain results from the

PG&E time-of-day experiment. Unfortunately, the

Commission majority lacks the patience to do this.

l/(See Majority Decision in Application No. 56408, pp. 10-18.)

- -
Y
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What is the role of the Legislature in setting time-
of-day rates? Over the last few months, the
Legislature has indicated a desire for a go-siow
approach to rate reform, and an end to rates which
discriminate against business. Today, the Commission
majority ignores these wishes.
Will time-of-use rates be extended to all users of
eleccricity? We are told yes; but the deadline for
such a transformation is left vague. This puts the
Commission in the ironic position of metering for time
of use precisely that class of customer -- large
industrial -- with the best load factor, while
residences, which are most responsible for the peak,
go scott-free. Metering the former but not the latter
is
"somewhat akin to the fellow who having
trouble with the ignition system in his
car, rotates his tires because he owns
tire wrench."

1 am not opposed to time-of-day rates. They are an effective
way of making the price of electricity more cost-conscious than
ever before., What I oppose is the Commission's lack of caution
and its misapplication of the time-of-day rate concept.

Caution dictates we not adopt time-of-day pricing until the

following conditions are metl:
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We make a thorough cost-benefit analysis of
time-of~-use metering and studies as to elasticity
in the time-of-use of electricity. We should
seriously comsider whether the half billion
dollars or more we may spead on time-of-use meters
night not better be spent on new powexr facilities.
The Commission should monitor the results of the
PG&E time-of-day rate experiment begun carlier
this year before extending such rates to the two
Southern California clectric systems.

1£f, after the completion of these studies, the Commission

decides time-of-use rates are desirable, they should be adopted

only if they have the following characteristics:

1. Rather than punishing the high-load factor.customer,
such rates should recognize his unique value to the
system. One way to do this was advanced by Edison in
A. 56408: decreasc his demand charge by 1x%/month
for each percentage point his load factor exceeds 75%.
For the ''perfect'" or 100% load factor customer, this
would mean a one-third reduction in his demand charge =--
ample recognition of his contribution to the overall
health and fiscal stability of the system.

The PUC should alszo commit itself to time-of-use
mctering of all customers by a specifie, early date.
We should insist that the new rate structure not

subsidize residential users by "socking it" to business.
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Such a universal time-of-use structure would
recognize the fact that the potential for deferrals
as to time-of-use are greatest in the residential

and commercial class.

It would also contribute to the business climate of

our state, and permit the PUC to c¢arry out its
legislative mandate not to handicap, by discriminatory

power charges, California’s energy-intensive industries.

Time-of-use rates can and should be cost based. TFor no
good reason, we have abandoned this principle. The
time-of-use rates are composed of customer charges,
demand charges and commodity charges. The demand
charges vary with time-of-use. That is appropriate.
But commodity charges may not because fuel costs are
often constant over time. 1f this is the case, as it
seems to be for Edison, it should be reflected in the
rate. The time-of-use variation of the total rate
design should be where it belongs: in the demand

portion of the bill.

San Francisco, California
August 23, 1977 ' IAM SY)
Commissioner




