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I. INTRODUCTION

Southern California Edicon Company (Edizon) reguests
authority to increase its Energy Cosct Adjustment Clause Billing
Factors (ECACBF) beginning January 1, 1982. The requested change

" in the ZCACBF would result in a net revenue increase of $171.7 million
for the four-month period under consideration.

Bdison also proposes to revice the Street and Area
Lighting Tariff Schedules by updating the lamp wattage and 1umeni/
ratings and by altering the method of determining kilowatt hours
applicable to ECAC and other adjustment rates. These revisions
would increase net charges to street and area lighting customers
by $1.2 million.

Publi¢ hearing was held on November 19 and 20, 1981
before Administrative Law Judge (ALJ) Randolph L. Wu in Los Angeles.
BEdison presented five witnesses in support of its case. The
Commicsion staff (staff) offered one witness. The City of Long
Beach presented one witness solely on the issue of streetlighting.
In addition, letters of protest weze received f£rom the City of
Pico Rivera, the Board of Supervisors of the County of Mono, the
City of Lake Elsinore, and four customers of Edison. Application
(A.) 61027 was submitted on November 20, 1981 after the receipt of six
exhibits and oral argument £rom the parties.

II. SYNOPSIS

This decision grants Edicon a $171.7 million
ECAC revenue increase. The increase is due primarily
to higher prices for natural gas charged by Edison's primary

1/ A "lumen" iu the amount of light which a source of one candle
power emits in a unit of zolid (spherical) angle.
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suppliers, Southern California Gas Company (SoCal) and Pacific
Gas and EZlectric Company (PG&E). The revenue increase is cpread
among the customer classes on an ocgual cents Per Kilowatt=hour
(kWh) basis. Within the domestic class, an equal ceonts per kWh
ingrease is allocated to the lifeline and nonlifeline rates.
III. DBACKGROUND

Under the ECAC procedures preseribed in Decigsion (D.)
92496 in Order Instituting Investigation (0II) 56, Edison may
request ZCACBF changes three times o vear, baseé on revision
dates of January 1, May 1, and September 1. The reasonableness
£ fuel-related expenses, including Edison's encrgy mix, is
examined in depth once each year; in Edison's case, the annual
reasonableness review 1o associated with the May 1 revision date.
The prudence of Edison's energy mix 1S not 4t issue in this
proceeding. Accordingly, we arc obliged to accept Edison's
estimated energy mix. We will review only Edison's cstimates of
encrgy and fuel prices, the balancing uccouns undercollection, and
sales to customers for the period January 1 through May 1, 1982.

IV. APPLICANT'S SHOWING

 Bdisgon's direct chowing iz contained in Exhibis 1,

£ Operations of the Energy Cost Adjustment Clause For
a January 1, 1982, Revicion Date. Exhibit L scts forth in seven
chapters: (1) an overview of Edison's request, (2) a sales

Forecacse

forecazt, (3) a foreccast of energy mix and expense, (4) estimated
fuel energy prices, (5) a proposed fuel oil inventory adjucement,
(6) the resulting ECACBF adjustments, and (7) the Strect and Area
Lighting Tariff Schedules revisions. '

Edison would spread the increase among the customer
classes in 2 manner consistent with the rate design adopted by
the Commission in Edison's last general rate case decicion, D.92549.
Approval of Edison's entire reguest would result in the following
increases if done on an annual basis:
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Sales Proposed Increase
Customer Class M2 kWh )

Residential
Lifeline 2,158
Nonlifeline 7,662 15.2
16,820 12.0

Agricultural 1,050

Commercial 15,840 156.2
Industrial 17,277 170.5
Other Public Authority 4,580 45.2

Total 55,567 545.5

|

To derive the additional revenue roguirement, Edison firet estimated Kwh '
sales £O customers in tﬁe forecast period. Edison's zales witness tostified that
Edison should sell 18,800 million kWh to customers from January 1
to May 1, 1982. This estimate excludes contractual sales and
interchange energy to other utilities.

Edison then determined what the required encrgy mix
will be in the forecast period. Edison projects the following
enexgy mix for the forecast period:

M2 kWh %

0il 5,405 25
Gas . 6,954 322
Coal 2,259 11
Nuclear 125 1l
SCE Hyéro 1,390 6
Purchased and Interchange 5,417 _25

Total 21,550 .100
If sales to customers decline or increase from the
sales forecast of 18,800 million kWh, Edison would respectively
reduce ©r increase the amount ©f ©il burned rather than alter
any other energy supply. -
Next, Edison estimated encrgy and fuel prices during
the forecast period. PFor example, Edison estimates the price
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of natural gas from its suppliers £o be $4.6689/M2 Btu and the
Price of oil to be $7.3246/M2 Btu on a weighted average bacis.
With estimates of sales, energy mix, and energy prices
Edison then can compute the revenue reguirement associated with
fuel and purchased power costs for the forecast period. After
selection of the appropriate estimates, the computazion of the
revenue requirement is simply an arithmetic exercise.
Edison also estimated that its ECAC balancing accouns
will show an undercollection of $31.7 million on January 1,
1982. Edison proposes %0 amorzize this undercollection over
a four-month period beginning January 1, 1982. Later recorded

data introduced during the hearing show that EEison now expects
the undercollection balance o be $56.9 million on January 1, 1922.
Edison’'s total reguest on an annuelized basis would increase by

$80.9 million if these later recorded balancing accouns data are
recognized.

Edison also sponsored revisions «o four of its Strees
and Area Lighting Schedules. The inctent 0f cthese revisioas is
to allow Edison to more accurately bill streetlighting customers
for their actual kWh usage. Adoption of Zdison's proposed
revisions would increasze charges toO some st reetlighting custom
ané would cecrease charges € other customers. Edison would
receive increased Annual Znergy Rate (AER)-related revenue of
$94,500 if its revisions are adopted.

V. STAFF SHOWING

The staff reviewed Zdison's filing ané macde two adjuste~
ments. The staff derived a sales estimate £for the forecass:
period of 18,550 million kWh as compared to Edison’'s figure of
18,800 million kWh. The difference of 250 million kWwh lowered
the staff's estimate of the recguired oil burn.




4
TATEL027TTALI/ma fow ¥

The staff also lowered Edison'c ccotimated price of
natural gas from.$4.6680/MBtu to $4.5173/MBtu. The staff
“Used current prices charged by SoCal while Edison used the
prices sét forth in SoCal's pending Consolidated Adjustment
Mochanism (CAM) filing.

The staff's two adjustments to c¢ctimated sales
and gas prices would reduce Edison's requested increasc.

: The staff also roviewed Edison'c proposed rate design.
Ediszon, in compliance with Commission directives, appliecd a uniform
cents per KWh increase to cach customer group. Within the
domestic clascs, Edison spread the increase to maintain the per-
centage difference between lifeline and nonlifeline adopted in
D.92549. The staff rocommends an cqual cents per kwh increacse
to the lifeline and nonlifeline portions of the domestic clacs.
The staff's proposal would reduce the percentage difference in
total zates from 42% to 37%.

The staff agreed with all other proposuls made by

Edisen, excluding revision of the adopted SC ra revenue level

b
for 1981. The staff 4id not examine this p:oposed revision singe
there is no impact on the ZCACBF. Staff will rewview this revicion

when and 1f Edicon refunds any ¢XCess base rate rovenues under
Qrdering RParagrapn 25 of D.92549.
VI. CITY OF LONG REACIHI (LONG BEACH)

Long Beach reviewed Edison’s revisions to its Street
and Area Lighting Tariff Schedules and proposces two, additional
changes. Long Beach would update the woattage and lumen ratingo
shown for low pressure sodium vapor lamps. Edison did not revizse
those ratings as it did not have available to it any updated
information on low pressure sodium vapor lamps whendt £iled
A.61027. In addition, Long Becach proposes to change the tariff
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schedule ratings of "average initial lumens™ to “average mean
lumens." Long Beach contends that the latter ratings are more
informative and useful to streetlighting customers.
vII. ISSUES

e iscues before us are relatively few. Most important,
we nmust derive a roevenue reguirement using the utility's encrgy
mix, forecasted sales, estimated energy prices, and a balancing
account balance estimated for January 1, 1922. Second, we must
determine how the increased revenue reguirement 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 Recuirement

The intoent of esztablished ECAC procedures is to match
ac closely as possible authorized revenues with expenses likely
to be experienced in the forecast period. Edizon's request
could be reduced somewhat if we recognize that SoCal's
pending CAM proceeding will not be resolved before the

revicion date of January 1, 1982. Edison's reguest is over-
stated %o the extent it is based on SoCal's CAM filing which
will not be decided until some time next year.

However, cince the time of the filing of A.61027, an
additional month of recorded data has become available. This
updated data would increase Edison's reguest by more than $20
million, more than offcetting the staff's proposed adjustments.
1f “hose more recent recorded datd are taken into account, the
resulting revenue requirement using Edison's estimates or the
staff's adjusted ectimate exceeds Edizon's request.

Under these circumstances, we £ind it reasonable to
grant Edison the £full amount of relief reguested. Failure to recog-

nize most recent information will only perpetuate a state of
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undercollection for Edison. A mismatch of fuel-related expenses
ané revenues is tO be avoided whenever possible.

Thus, we adopt the average energy cost adjustiment rate
proposed by Edison of 5.156 cente per kWh as shown in Exhibit 1.
B. Rate Desian

Both Edison and the staff abide by our finding in Edison's last general
rate case decision, D.92549, that the resulting rate relationships among the customer
classes shall be maintained in all subseguent ECAC proceedings.
We also stated in D.92539 =hat we will ¢continue O evaluate the

relationship within the domestic class between lifeline anéd non-
lifeline rates.

taff points out that the percentage difference between
total nonlifeline and total lifeline rates already is 432%. For
the ECACBT alone, the nonlifeline rate is 113% higher <than the
lifeline rate. Adherence %o this percentage difference in the

- e

BCAEBE for the domestic class would further increase the 42%

difference in %0%al rates to 49z. We agree with staff thac
further inversion of domestic rates is unnecessary O transmit

an adegquate conservation signal and may unfairly penalize large
residential users in the deserst communities. Accozdingly, we

adopt staff's method of applying an egual cents per kWh increase
to the lifeline and nonlifeline rates. The impact on domestic
rates ic shown in Table 1.




Domestic
Lifecline
Honltifeline

Percentage
pifference

12-1-82
Estimated

Base Rate

3.480
3.480

TABLE Y

rresent

Fdison

Change 1n Total
ECACBYE Rate

ECACBYE Total Rate

2.379 6.315
5.068 9.004

113% 4%

044 6.959
1.3 10.37%

1131 9

Mopted

Change Total
In ECACBF Rate

+ 987 7.302
987 3.991

11} 3 In

PU/oTY LZ0TOY
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C. Street and Lrea Lighting Tariff Schedules

In D.92549, we ordered Edison to simplify its streetlighting schedules
ané to improve their comprehensibility. Edison subsequently implemented several
¢changes through advice letter f£ilings dated September 4, 1921 and Octoder 28, 192l.
The remaining changes affect ECAC revenuves and are included in this ECAC application.

All parties agreed that revision of Zdison's outdated Street and
Area Lighting Tariff Schedules is reascnable. Edison accepts in principle the
addicional revisions proposed by Long Beach. Edison asserss that updated
information should be used in its cariff sheedules but rejects Long Beach's
proposed revisions singe they do not include updated information from all lamp
manufacsuzers. Yhile Long Beach's proposed revisions are drawn from technical
specifications provided by one manufacturer, Norelco, reliance upen <his single
source is reasonable since Long Beach currently purchases 90 of itz lamps from
Noreleo. Accordingly, we will authorize the revisions pronosed by Edison as well
as the specific revisions for low pressure sodium vapor lanps provided by
Long Beach.

Lastly, we are content with the ratings for "average initial lunens”
already shown on Edison's :aziffs. Long Beach asserts that the rat ving is
potentially misleading and prefers the use of "average mean lumens.” We f£ind
the distinction o he relatively unimportant and note that Long 3each, the
prosenent of this change, is not misled and clearly understands the meaning of

th terms.
VIII. SCOPE OF ECAC PROCIEZDINGS

A remaining matter before us is the staffi's attempt O
introduce through Edison a time-of-uze (TOU) rate design issue
into this proceeding. £t the staff's request, Edison included

with its £iling examples of three ways to calculate time=-varying
ECACBF applicable =0 Schedule No. TOU~8. These examples flatten
the base rate energy charges and place on~peak, mid-peak, and
ff-peak energy charge differentials in the ECACEBF applicable <o
Schedule No. TOU~C.

The ALJ ruled that the Commission wouléd not receive any
evidence or testimony on time=~varying ECAC rates in this ECAC
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application. The ruling is consistent with our recent pronouncement
in PG4E's ECAC decision, D.93628, that rate descign issues are more
appropriately addressed in general rate proceedings.

After submisscion of this proceeding, staff filed a
Petition to Reopen Proceeding under Rule 20 of the Commisszion'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 =he Commission's Rules of Practice ané Procedure. In
its pesition, staff renews arguments raised at the hearing that
ECAC proceedings are the most expeditious vehicle for the consi-
deration of a TOU rate proposal. ta8£f again asserts that the
Commission may issue an interim decision authorizing increased
ECACBF to avoid delay while holding fursher hearings on the T0OU
rate proposal.

General Motors Corporation (GM) and the California
Retailersz Association (CRA) £iled responses opposing the staff's
Petition to Reopen. &M ané CRA favor the Commission's stated
policy of addressing rate design issues only in general rate
proceedings. Both parties assert that inclusion ©f rate design
issues in ECAC proceedings prolongs the reguired hearing time,
duplicates evidence and testimony received in Edison's general
rate cases, and imposes on G¥, CRA, and other interested parties
che burden of appearing in triannual ECAC proceedings.

In addition a letter has been received from Ameron-Steel
and Wire Division supporting consideration of a time-varying ECACEF.
Ameron did not file an appearance in this proceeding and was not
present when the ALJ excluded Edison's TOU rate proposal. Ameron
supporecs adoption of a time-varying ECACEBF claiming that industrial
customers need an economic iacentive for operating their facilities
during off-peak periods.




A.61027 ALJ/md

We are impressed with the staff's initiative in
advocating adoption of time-varying ECACBF. However, the stafs
in its zeal to promote TOU ratze 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 ¢osts. The
entanglement of an ECAC proceeding with & complex rate design issue
can only increase the likelihood of delay in our decision-~making
process. Delay in issuing prompt ané timely ECAC decisions often
aggravates undercollections and incre tilizies' financing
costs as well as their customers' bi Furcher, to undertake

customer
where individual
we also note
that staff will have an opportunisy fundamental changes
in rate design in Edison's pending general rate proceeding.

A general rate proceeding clearly is the best forum %o
examine and thoroughly consider new raze design proposals. All
affected parties receive adeguate notice ©f a general rate proceed-
ing and are given sufficient time %o prepare their evidentiary
showings. The utilitiec anéd the staff also may concentrate on the
general rate proceeding in which marginal cost, cost of serzvice
studies, and other pertinent data are available. A comprehensive

£fort in a single general rate case ic preferable to several
desulzory presentations scatiered throughout our many offset pro-
ceedings. Aceoréingly., 11l affirm the ALJ's ruling ané thereby
will deny the staff's Petition To Reopen.
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Pindings ©f PFacet

1. By A.61027 2dison requests authority to change its
ECACBF to0 a rate of 5.156¢/kWh £or a net increase of .987¢/kWn.

2. Edison's £iling &id not include updated balancing
account data for the month of October, 1981.

3. Recognition of more recent recorded data would produce
an ECAC revenue reguirement above Edizon's reguest.

4. Pailure to adopt Edison‘'s proposed ECACBF will per~-
petuate underxcollection.

5. Undercollection impozes financial c¢osts on the utility
and its ratepayers with no benefit to any party.

6. The amount Of Edison’s reguest on an annualized basiz
ic §545.5 million.

7. Edison's reguest to increase its ECACEBF to vield an
additional $171.7 million for the four-month period is recasonable.

2. It is reasonable to spread the rate changes to preserve
the relationships among customer classes adopted in Edison's
most recent general rate case, D.92549.

9. wWithin the domestic <c¢lass, an egual cents per kWh
increase to the lifeline and nonlifeline sales will avoid further
inversion of the domeztic class rate ztructure.

10. An egual cents peor kWh increase to the domestic lifeline
and nonlifeline sales will maintain an adequate conservation
signal to domestic customers.

1l. Edison's current Street and Area Lighting‘Tariffs are
ocutdated and should be rzevised.

12. The revizions proposed by Edizon are baced on updated
information and should be incorporated in the tariff zschedulec.

13. The City of Long Beach has provided updated information
on the wattage and lumen ratings £0r low pressure zodium vapor
lamps; these updated ratings also chould be used in Edison’s
Street and Arca Lighting Tariff Schedules.
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Conclusions of Law

1. Innovative rate design proposals are beyond the scope
of ECAC proceedings and should be addressed in the context of a
general rate case Proceeding.

2. ©af€'s Perition O Reopen Proceeding for the purpose

€ mearing testimony and receiving evidence on TOU rates, shoglé
be denied as that matter will be addressed in Edizon's next
general rate case.

3. To avoid delay in implementing this order Dy the
seheduled reviscion date of January 1, 1982, the effective date
of thic order should be today.

4. The increase in rates ané charges authorized by this
decision is just and reasonable: the present rates and charges,
insofar as they differ from those ordered in this decision, are
for the fusure unjust and unreasonable.

5. The adopted rate design conforms with riteria se

forth in D.92549, tdison's most recen:t general rate decision.
6. Edison should be authorized to change it
orth in the following order.

S rates as se

ORDEZR

IT IS ORDERZD that on or after the effective date of
this order Southern California Edison Company is authorized tO
£file with this Commiscion, in conformance with the provisions
of Genmeral Order 96-A, revised tariff schedules reflecting the
following changes:

a. Energy cost adjustment clause billing
faceors: lifeline 2.366¢/kWh, nonlifeline
domestic 6.055¢/kWh, other than domestic
5.390¢/klwh.

Updated revisions to Street and Area
Ligheing Tariff Schedules as set forth
in Appendix 2 of A.61027




c. Updated wattage and lumen ratings for
low pressure sodium vapor lamps as set
forth in Exhibit 6.

IT IS FURTEER ORDERED that staff's petition to reopen
is denied.
The reviced tariff schedules shall be effective not

less than five days after filing and in no event before January 1,
1982.

order is effective today.
Dated DEC 30 188¢ , a* San Francisco, California.

JOLN E BRYSON
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