
. • 

• 

• 

ALJ/rnd 

Decision 93895 

BZFORE THE PUBLIC UT!L!~IES CO~V.ISS:O~ OF THE STATE OF CAL!FO~~IA 

In ~he M~~~er of ~he AP?lic~~ion ) 
of Southern C~liforni~ Zdison ) 
Co~p~ny for ~uthority to incre~se ) 
its energy cost adjust~ent billing ) 
factors ~nd to make certain changes ) 
to its present street and area ) 
lighting ~ariff scheoul~s. ) 

--------------------------------) 
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o PIN ION 
~----- ...... 

I. I~TRODUCTION 

South~rn C~liforni~ Eoi~on Com?~ny (Edi~on) requests 
authority to incre~se its Energy Co~t Adjustment Cl~use Billing 
Factors (ECACBF) beginning J~nu~ry 1, 1982. ,The requested change 
inehe- ECACBF would result in tl net revenue incretlsc of S171.7 million 
for thi four-month period under conside:~tion. 

Edison ~lso proposes to r~vice the Street ~nd Are~ 
Lighting Tariff Schedules by upd~ting the lamp W.7lttage and lumen];! 
ratings and by altering the method of determining ~ilowtltt hours 
applicable to ECAC ~nd other adjustment r~tes. These revisions 
would increase net chtlrges to street ~nd area lighting customers 

by $1.2 million. 
Public he~ring w~s held on November 19 ~nd 20, 1981 

before Administrative Law Judge (ALJ) Randolph L. Wu in Los Angeles • 
Edison presented five witnesses in support of its c~ze. The 
Commission staff (staff) offered one witness. The City of Long 
Beach presented one witness solely on the i~sue of strcctlighting. 
In addit{on, letters of prot~st were received from the City of 
Pico River~, the Eotlrd of Supervisors of the county of Mono, the 
City of Lake Elsinore, ~nd four customers of Edison. Applictltion 

(A.) 61027 was submitted on Novernber 20, 1981 ~fter the receipt of six 
exhibits and oral argument from the ptlrties. 

II. SYNOPSIS 

This decision gr~nts Edison tl $171.,7 million 
ECAC revenue increase. The increase is due primarily 
to higher prices for natur~l gas charged by Edison's primary 

1/ A "lumen" is the amount of liSht which.) source of one c.:tndle 
power emits in ~ unit of zolid (spheric~l) ~ngle • 
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sup?li~rs, Southern C~li:orni~ Cos Compony (SoCal) ona ?~cific 
Gus und Electric Company (PC&E). The revonue incr~~ze is spread 
among the customer closses on ~n equol cents per kilowott-nour 
(kWh) bosis. Within the domestic closs, on oqual cante par kWh 

incrouse is allocated to tho lifclin~ ~nd nonli!clina rotos. 
III. BACKCROU~O 

Undor the ECAC procedures prescribed in Decision (D.) 

92496 in Order Instituting Investigotion (OIl) 56, Edison moy 

request ECACBF changcs three times ~ year, based on revision 
dotes of January 1, Xay 1, ond September 1. The reasonableness 
0: fuel-related ~xponsQz, including Edison's energy mix, is 
Qx~rnined in depth once Qoch yoor; in Edison's c~se, the onnuol 
reasonableness review is oesoci~tQd with the Xoy 1 revision doto. 
The prudence 0: Edison'S energy mix is not ot issuc in thic 
proceeding. Accordingly, we orc obliged to occept Edison's 

estimated energy mix. We will review only Edieon's estimates 0: 
energy and fuel prices, the b~l~ncing ~ccount undercollcction, ~nd 
sales to customers for the period January 1 through May 1, 1982. 

IV. APPL!C~~T'S SHOW!~G 

Edison's circct cho~ing is cont~inecl in Exhibit 1, 
Force~se of Operotions of tho Energy Cost Adjustment Clauce For 
o J~nuary 1, 1982, Revision Dote. Exhibit 1 sets forth in seven 
chapters: (1) Dn overview of Edison's request, (2) ~ s~les 

forecDst, (3) a forccust of energy mix one expense, (4) estim~ted 

fuel energy prices, (5) ~ proposed fuel oil inventory ~djuctment, 
(6) the resulting ECACBF ~djustments, one (7) the Street and Ar~o 
Lighting Tariff Schedules revisions. 

. 
Edison would spre~d the incre~se Jrnong the customer 

classes in ~ manner consistent with the r~t~ design adopted by 
the Commission in Edison's last general rate c~s~ desision, 0.92549. 
Approval 0: Edison's entire request would result in the tollowi n9 
increases if done on ~n annual basis: 
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S~l~$ ?roo;:)ose:d 
• 

Incre.:lse 

Customer Cl\l!;s M2 kWh $M2 ~ 

Residentioll 
Lifeline 9,158 58.2 10.2 
Nonlifeline 7,662 104.9 15.2 

16,b20 163.l 12.0 

Agricultural 1,050 10.': 12.1 
Com:nercioll 15,840 156.3 12.7 
!ndustriZl.l 17,277 170.5, 14.1 
o-~er Public Au~~ority 4,580 45.2 12.6 

Total 55,567 545.5 13.2 

To derivc the D.dditiorol revenuc rcquirc'Tlcmt, Edizon first estimated kW"h 
Solles to C\,lsto:nerz in t.~e f'orCC<lst period. Edizon' s z.;Ucz wi tncss testifiec:i that 

Edison should sell 18,SOO million kWh to customers from J.:lnuary 1 
to May 1, 1982. This estimolte excludcs eontractu~l sales and 
interchange energy to other utilities. 

Edison then determined what the required energy mix 
will be in the forecast period. Edison projects the fol1o~ing 
energy mi,x for the forecast period: 

x2 kWh % 

Oil 5,405 25 
Gas 6,954 32 
CO.:ll 2,259 11 
Nuclear 125 1 
SCE Hydro 1,390 6 
Purchased olnd Interch.:mgc '5,417 ~ 

Total 21,550 .100 

If sales to customers decline or increase from the 
sales forecast of 1$,800 million kWh, Edison would respectively 
reduce or incrcase the amount of oil burned rather than alter 
any other energy supply. 

Next, Edison cstimated cncrgy and fuel prices during 
the forecast period. For ey.~~plc, Edison estim~tes the price 
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0: n~tural g~s from its suppliers to be 54.6689/M2 Btu and the 
price 0: oil to be $7.3246/M2 Btu on a weighted average bazis. 

With eztimatez of sales, energy ~ix, and energy prices, 
Edison then can compute the revenue requirement associated with 
fuel and purchased power costs for the forecast period. After 
selection of the appropriate esti~atez, the computation of the 
revenue requirement is simply an arithmetic exercise. 

Edison also estimated that its ECAC balancing account 
will show an undercollection of 531.7 million on ;anuary 1, 
1982. Edison proposes to amortize this undercollection over 
a four-month period beginning January 1, 1982. Later recorded 
data introduced during the hearing show that Edison now expects 
the undercollection balance to be S56.9 million on January 1, 1982. 
Edison's total request on an annu~lized basis would increase by 
S80.9 million if t.l-jese later recorded balancing account data are 
recognized. 

Edison also sponsored revisions to four of its Street 
and Area Lighting Schedules. The intent of these revisions is 
to allow Edison to more accurately bill streetlighting customers 
for their actual k,:h usage. Adoption of Edison's proposed 
revisions would increase charges to so~e s:reetlighting customers 
and would decrease charges to other customers. Edison would 
receive increased,A~nual Energy Rate {AER)-relatec revenue 0: 
S94,500 if its revizionz are adopted. 

v_ STAFF S?'O~!~G 
T1o. ~.t: • .:I -.:I' , .t: ' 1 ' ole sta~_ revlewe¥ ~~lson s .1 lng and ~ade two adjust-

ments. The sta:f derived a sales esti~ate for the forecast 
period of 18,550 ~illion kWh as compared to Edison'S figure 0: 
18,800 million kWh. The Qi::erence 0: 250 million kWb lowered 
the staff's estimate of the required oil burn • 
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The ~t~ff ~lzo lowered Eclizon'o c~tim~tcd price of 
natural gas from .,$4. 6680/rt.Btl.l to $4 .. 517 3/:t.Btu. The st~ff 

-used<:urrent price~ ch~rgcd by SoC~l while Edison used th~ 

p'r'ic'es-s-et" forth in SoC.:11' z pcneling Con:-;Qlld.:.tco Adju~tm"nt 

McchClnf~'Ct~) filing. 

The st~ff'z twO udjustmentz to cztim~teo z~lcs 
and g~s prices would reduce Edison's requested incrc~sQ. 

The stuff .:11zo .ceviewed Edison'!: proposec r.";ltc eezig:'l. 
Edizo~ in compli~nce with Com~izsion dircctivc~ ~pplicd a uniform 
cents per kWh incre~se to ~~ch customer group. Within the 
domestic cl~zs, Edison sprc~d the incr~~zc to m~int~in the pcr
cent~ge difference ~etween lifeline ~nd nonlifelinc ~cloptcd in 
0.92549.. The zt~ff recommends ~n equ.:ll cents per k;:h incre.:.!:;c 
to the lifeline and nonlifcline portions of th" domestic cl~ss. 
The zt.:1ff's ?ro?os~l would reduce the ?erccnt~ge difference in 
tot~l rates from t,3~ to 37~. 

The st.:1ff ~grc~d with ~ll other propo~~l= m~dc by 
Eclison, ~xcluding revision of the ~doptcd b~$e r~t~ revenue level 
for 19a1~ The st~ff did not cx~min~ thi~ propo~cd revision since 
there is no im?~ct on the ECACBF. St~ff will review this rcvicion 
when ~nd if Edison refundz ~ny excess b~zc r~tc revenues under 
Orderins ?ar~9r.:1?h 2S of 0.92549. 

VI.. CITY OF LO~G BEACH (LO~G BEt .. CH) 

Long Be~ch reviewed Edison's revisions to its Str0~t 
and Area Lighting Tariff Schedules ~nd proposes twq.~ddition~l 
changes. ~ong Bc~ch would upd3te the w~tt.:lg0 ~nd lumen r~tin9~ 
shown for low ?r~ssure sodium v~por lomp~. Edison did not revise 
those ratings os it did not h3VC ~v~iloble to it ~ny updotcd 
information on low pressure sodium vopor l~mpz whcn-~t fil~d 

A.61027. In ~ddition, Long Beoch propozc~ to ch~nge the toriff 
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schedule ratings of "aver~ge initi~l lumens" to "average mean 
lumens." Long Be~ch contends th~t the latter r~tings are more 
informative and useful to strcetlighting customers. 

V:I. ISSUES 
The issues before us are relatively few. Most important, 

we must derive a revenue requirement using the utility'S energy 
mix, forecasted sales, estimated energy prices, and a balancin9 
account balance estimated for January 1, 1982. Second, we must 
determine how the increased revenue rc~uirement will be spread 
among lifeline and nonlifeline sales in the domestic class. 
Lastly, we must determine what revisions to the Street and Area 
Lighting Tariff Schedules are appropriate at this time. 
A. Revenue Reouirement 

~~e intent of established ECAC procedures is to match 
as closely as possible authorized revenues with expenses likely 
to be experienced in the forecast period. Edison'S request 
could be reduced somewhat if we recognize that SoCal'z 
pending Ck~ proceeding will not Oe resolved betorc the 
revision date of JQnu~ry 1, 1982. Edison'Z request is over
stated to the ext~nt it is based on SoC~l'z C~l filing which 
will not be decieed until some time next year. 

However, since the time of the filing of A.6l027, an 
~dditionQl month of recorded dQta has become Qv~il~ble. ~his 

updated data would increase Edison's ~equczt by more than S80 
million, more than offsetting the staff's proposed adjustments. 
If ~,ese more recent recorded da~ are t~ken into account, the 
resulting revenue requirement using Edison's estimates or the 
staff's adjusted estimate ~xccedz Edison'S request. 

Under these circumstances, we find it reasonable to -grant Edison the full amount of relicf requested. Failure to rec09-

nize most recent information will only perpetuate a st~te of 
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undercollection for Edison. A mismatch of fuel-rel~ted expenses 
and revenues is to be avoided whenever possible. 

Thus, we adopt the average energy cos~ ~Qjustment rate 
proposed by Edison 0: 5.156 cents pe: k~h as shown in Exhi~it 1. 
B. Rate Oesion 

Both Edison a."d the sUlff abide ':Jt/ our finding in Edison f s lDst gener~1 
rate case decision, D.925~9, ~~t ~,e resulting rate relationships ~~ng ~,e customer 
classes shall be maintained in all subse~uent ECAC proceedings. 
We also stated in D.925~9 that we will continue to evaluate the 
relationship within the domestic c1~ss between lifeline and non
lifeline rates. 

Staff points out th~t the percentage difference between 
total nonlifeline and total lifeline rates already is 43%. For 
the ECACBF alone, the nonlifeline rate is 113% higher than the 

~ lifeline rate. Adherence to this percentage difference in the 
ECACBF for the domestic class would further increase the 43% 

~ 

difference in total rates to 49~. he agree with staff that 
further inversion of dom~ztic rates is unnecessary to transmit 
an adequate conservation signal and may unfairly penalize large 
residential users in the oesert co~~unities. Acco:dingly, we 
adopt staff's ~ethod 0: applying an equal cents per kWh increase 
to the lifeline ano nonlifeline r~tes. The impact on domestic 
rates is show:'l in Table 1. 
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F.s tlm.:l ted Pl"esenl 

DO;llCStic B3SC Rate l\F.R CLMABF EChCOF TOtal Rate 
---

Lifeline 3.460 .452 .004 2.319 6.31S 

NonlHe1inc 3.480 .452 .004 5.06S 9.00" 

Percentage 
Oifference 11n 43\ 

f)Jison 

Change In Total 
EChCOl-~ ft.,t.e 

.644 6.959 

1.)11 10.375 

un 49\ 

Adol)ted 

Change 
In EChCOF 

.981 

.981 

0\ 

• 
Total 
Rate 

1.]02 

9.991 

]1\ 

~ 
• 
0-.... 
<> 
N 
-J 

~ 
~ 
0. 
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c. Street and Area Li~htin~ T~tiff Schedul~s 

In 0.92549, we ordered Edison to si~lify its streetlightinq schedules 
and to i~rove ~~eir comprehensibility. Edison subsequently i~l~nted several 
changes through advice letter filings dated September 4, 1981 and OctoOer 28, 1981. 
The remaining chanqes affect ECMC revenues and are included in ~~is £CAe application. 

All ~rties .:lgre«'3 t.'at revision of Edison's outdated Street a:~d 
Area Lighting Tariff Schedules is reasonable.. Eeison accepts in principle t.~ 
addi ·donal revisions proposed by Long Beach. Edison asse:-:s t.""lat u;<:ateCI 

info~tion should be used in its tariff shoedules but rejects Long Beach's 
proposed revisions since t.'ey do not include u?datee info~tion from all la~ 
manufacturers. i~ile Long Beach'z proposed revisions are drawn from tec~~ical 

• .t: ' • ' 'd~..:I I. .t:. No 1 l' \0. ' '1 speel.lca_~onz provl ~ ~y one ~nu_~c~urer, re co, re 1a~e upon t..1S Sln9 e 

source is reasonable since long Beach curreMtly purchases 90~ of i~ la.~ fran 
Norelco. ACcordingly, we · .... ill aut.~orize t.~e revisions proposeO '::Jy Edison as · ... ell 
as ~~e specific revisions for low pressure sodi~ vapor la~ provided by 

L:>ng Be.:lch • 
Lastl" we are content wit.~ t.~e ratings for Haverage initial l~ns" 

alreacy shown on Edison's tariffs. toMg Beach asserts t.~at t.~e r~ting is 
• ."1 ',..:1' . .:1 .t: h ~ 'f 1" f." ~'nd po_en~la. y m~s.ea~lng a~~ pre.ers t.e use o. average ~an umens. Ne.1 

tbe distinction to ~ relatively u.~i"!1pOrtant and note t."lat !c.'l9 Beacb, t."le 
proponent of ~~is cha~ge, is not misled a~d clearly u.~erstands ~~ mea~ing of 
bot.' terms. 

VIII. SCOPE OF ECAC ?ROCEEDI~GS 
A remaining matter before us iz ~he staff's attempt to 

in~roouce tbrough Eoison a time-of-use (TOU) rate design issue 
into tbis proceeding. At the staff's re~uest, Ediso~ included 
with its filing examples of tbree ways to calculate time-varying 
ECACBF applicable to Schedule ~o .. TOU-8. These examples flatten 
tbe base rate energy ch~rges ano place on-peak, mid-peak, and 
off-peak energy charge differentials in the ECACBr applicable to 
Schedule NO. TOU-8. 

The ALJ ruled that the Commission would not receive any 
evidence or testimony on time-varying ECAC rates i~ this ECAC 
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application. Th~ ruling is consis~ent with our r~cent pronouncement 
in PG&E's ECAC decision, 0.93628, that rate design issues bre more 
appropriately addressed in general rate proceedings. 

Aftcr submiseion of this proceeding, etaff filed a 
Petition to Reopen Proceeding under Rule 20 of the Co~mission's 
Rules of Procedure. Presumably, staff intended to file a petition 
to set aside submission and reopen the proceeding under Article 20, 

Rule 84 of the Commission's Rules of PrDctice and Procedure. In 
its petition, staff renews arguments raised at the hearing that 
ECAC proceedings are the most expeditious vehicle for the consi
deration of a TOU ratc proposal. Staff again asserts that the 
Commission may issue an interim decision authorizing increased 
ECACBF to avoid delay while holding further hearings on the TOO 

rate proposal. 
General v.otors Corporation (G~) and the California 

Retailers Association (eRA) filed responses opposing the staff's 
Petition to Reopen. G~ and CRA favor the Commission's stated 
policy of addressing rate design issues only in general rate 
proceedings. Both parties assert that inclusion 0: rate dezi9n 

issues in ECAC ?ro~eedings prolongs the re~uired hearing ~ime, 
duplicates evidence and ~eztimony received in Edison's general 
rate cases, and imposes on GX, CRA, and other interested parties 
the burden 0: appearing in triannua1 ECAC proceedin;s. 

In addition a letter has been received from ~~eron-Stee1 
and Wire Division supporting consideration 0: a time-varying ECACBF. 
k~eron did not file an appearance in this proceeding and was not 
present when the ~J excluded Edison's TOU rate proposal. ~~eron 

supports adoption 0: a time-varying ECACBF claiming that industrial 
customers need an economic incentive :or operating their facilities 
during off-peak periods • 
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We are impressed with the staff's initia~ive in 

advocating adoption of time-varying ECACBF. However, the staff 
in its zeal to promote TOU rate design overlooks the impact its 

action has on the utility and its customers. ECAC proceedings, 
by definition, are designed to provide timely rate relief to 
utilities as they experience changing fuel and energy costs. The 
entanglement of an ECAC proceeding with a complex rate design issue 
can only increase the likelihood of delay in our decision-making 
process. Oel~y in issuing prompt and timely ECAC decisions often 
aggravates unde:collections and increases utilities' finanCing 
costs as well as their customers' bills. Further, to undertake 
substantive revisions in rate structure for certain customer 
classes, such as TOe rates, in an offset proceeding where individual 
customer notice is not given or required, is unfair- ~e also note 
that staff will have an opportunity to propose fundamental changes 
in r~te design in Edison's pending general rate proceeding-

A general rate proceeding clearly is the best forum to 
examine and thoroughly consider new rate design proposals. All 
affected parties receive adequate notice of a general rate proceed
ing and ~re given sufficient time to prepare their evidentiary 
showings. The utilities and the staff also may conce~trate on th~ 
general rate proceeding in which marginal cOSt, cost of service 
studies, and other ?er:ine~t data are available. A comprehensive 
effort in a single general rate case is preferable to several 
oesultory 
ceedings. 
will deny 

presentations scattered throughou: our ~any offset pro
Accordingly, we will affirm the ~J's ruling and thereby 

the staff's Petition To Reopen. 
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Findings of Fact 
1. By A.6l027 Edison :cquczts ~uthority to change its 

ECACBP to a :ate of S.lS6¢/kt'l7h for ~ net increase of .987¢/kWh. 
2. Edison's filing did not include upaatcd b~lancin9 

account data for the month of October, 1981. 
3. Recognition of more recent recorded data would produce 

an ECAC r~venue requirement above Edison's request. 
4. Failure to adopt Edison's proposed ECACBF will per

petuate undercollection. 
5. Undercollection i~posez financial costs on the utility 

and its ratepayers with no benefit to any party. 
6. The amoun~ of Edison's re~uest on an annu~lized b~sis 

is $545.5 million. 
7. Edison's request to increase its ECACBF to yield an 

additional $171.7 million for the four-month period is reazonabl~ • 

a. -It is reasonable to sp:ead the r.:lto changes to preserve 
the relationships among customer classes adopted in Edison's 
most recent general rate case, D.92549. 

9. . Wi thin the domestic class, an equ.:ll cents per k\\'h 
increase to the lifeline and nonlifeline sales will avoid further 
inversion of the domestic class rate structure. 

10. An equ.:ll cents per kWh increase to the domestic lifeline 
and nonlifeline sales will maintain an adequate conservation 
signal to domestic customers. 

11. Edison's cu:rcnt Street ~nd Area Lighting Tariffz .:lre . 
outdated and shQuld be revised. 

12. The revisions proposed by Eaison ~rc baced on updated 
information and should be incorporated in the tariff ~chedulcz. 

13. The City of Long Beach has provided updatcQ information 
on the wattagc and lumen r~tings for low pressurc sodium vapor 
lamps~ these updatcd ratings also should be used in Edison's 
Street and Area Lightin9 Tariff Schedules • 
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Conclusions of Law 
1.. Innovative rate design proposals are beyond the sco?e 

0; ECAC proceedings and should be addrezsed in the context of a 
general rate case proceeding .. 

2.. St~f:'s ?etition to Reopen ?roceeding for the purpose 
of he~ring testimony and receiving evidence on TOO rates, should 
be denied as that m~tter will be addressed in Edison's next 

general rate case .. 
3. To 3-void delay in imple::1enting this order b!-' the 

scheduled revision date of January 1, 1982, the effective date 

of this order should be tOday. 
,. The increase in rates and charges authorized by this 

decision is just and reasonable; ~he ?resen~ rates ~nd charges, 
insofar as they differ fro::1 those ordered in this decision, are 

for the future unjust and unreasonable • 
S. The adopted rate design conforms with the criteria set 

forth in D.925~9, Edison's ::1ost recent general rate decision. 
6.. Edison should be authorized to change its rates as set 

forth in the following order. 

o R D E R .. ------
IT IS ORDERED that on or after the effective date of 

this order Southern California Edison Company is authorized to 
file with this CO::1::1ission, in confor::1ance with the provisions 
of General Order 96-A, revised tariff schedules reflecting the 

following changes: 
a_ Ener9Y cost adjus~::1ent clause billing 

facto:s: lifeline 3 .. 366e/~wh, nonli:eline 
do~estic 6.055e/k~h, other ~han domestic 
5 • 390 ¢ / ki-:h • 

b.. updated revisions to Street and Area 
Lighting Tarif: Schedules as set forth 
in Appendix B of A.61027 
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is denieo. 

c. Updated watt~g~ and l~men ratings for 
low press~rc sodi~m vapor lamps as set 
forth in Exhibit 6. 

IT IS FURTHER ORDEREO th~t staff's petition to r~Qpen 

The revised tariff sched~les sh~ll be effective not 

1 h ~ . d ~.. ~ '1' A • 10. ~ J 1 css t.~n .lve ~ys a~~cr .1 lng an~ ln no event ~e_ore an~ary , 

1982. 
This order is effective today. 
Dated __ ~D.E~C_3~O~19~~ _____ , at San Francisco, Ca1iforni~. 
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