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;.;, 1!1,jrlA,',;!l }lU'II; ~r!i;·;',f,', fa,;,IJJ!I'.' SU~f~fAkYnt}jliL!i'i:hi1'<i>:);'jJ;(j J; i'( In,)fil'jJi(j~nl 

7IH'I;l\ '//;,lLdlill (.!u·,!t Ii 1',dl :~,f1iL,,) . .t'l!I-:dJ HOfb,li'Jlfll "')l"iili fH"ild '.';I!f,/A .Ln'ik~ 

, ; !,'.JI '.J I '::, i J iThis d«lsiob adopts a Performance·BaSed Ra{emaki~g (PBR) thochai'li~n\'(6t!rF[f; 

Southern California EdUon Company (Edison) Jor rec()\\eIj of: its transmission' aha di~[ribUlio6'1 

IT&D) ofnongeneraiiQn base rale revenue'requirements'" f)Thtsn6ngeneratioJl PBR'wiH rake~Hl(1 

effect on Janu'ary.1i 1997;1 This DeclSiotl'also'adopts rules (ot a'disttibutioft o,oly PliR/J\Ve ~)}!D 

expe~l !h:U the'C{an'sitidn fromthl~''''ongehetatioJ) PBR to'h'dHtribuHorrofil~ PBR;will o&ui' lta n') 

1997 after FERGand thH C:ommissiorl hdopt aseparatiori oft:iO'hthetatebase'and bas6ra(tP :J!i;l 

re\'enue're~u1remeilt between tiariitnissU)ll'aild'disrrib'Utibh;;IWe auth6nze lhkdairibution only 

PBR (0 extend l,hrough De<ernrei,aJ,'100J,n B6th'the 'J\ongeneratioli an<1 Jistribution oniy'PBR~' 

apply an inOation less productivity update nil~ to baSt,tares as wt did to D.89~I().03Ir#be'it'We': 
adopted our first PBR for local exch'angeUl~toJnlmfftlCatibns iitilltie's~j'V~fn\odi(illk'Usl6f"\ .n . 
ERAM (or bMe r'!tc'rewnue requirement,;1\Ve 'adopt "Alues'fo! p{oooctfvit{Md f6r service 

reliability which inci~e ovectheJein\'ofthese PBRs.:')Ve'aJ~b3d6pt·alptogtissive-sh'atitig'6flid 

net l'e\'enue \vhich'will·'3Jlow fatepayerstosliMe in (ost savings achie,ied byEdlsot\.IiThi~'!I;f1!~1r·, 

decision adopts both tl}e'nongen'eration'Md distfibuti6n;onWPBRs within tnes~(tm latcfcAp'')f1) 

adopted in our EI~trio Res~turiflg PolicyJ~cHiolH D.95~J2~063 (the:Policy'DetfsI6n):ililtl ,AI 

, 'I f , ' '.:.-iJ«,; 1 '~':iJ.(jJ '>1"ll~i, ,i!iL-'';[l h,;)il'.Jlr]tl ,~)lj1lJj',;ll)' ,» ')illj)b f)1 k,:d"Jl .<dUd '(Ji,r'l ,,£Ii; ,f.lILd 

II. PROCEDURAL BACKGROUND 

A. The General Rate Case Decision 

An inte~ial ~lement of any PBR mechanism is the starting p()j,~t -: the b~ I 
'{Wi '1/')0'.J1 OJ :d~~n-:'fl1 ~'/I~?'jl 0' !,'JIIOfjlWlll ,QS:O-£ l·fJ..!,A fj)IH (lu"lld 11');1'11 , 

re\'enujU~\IiJ:e~nL~Jh:;t\ y,ill ~ .\J~~4 f?4~teiP\il)~ f.uJl,I!~ J.aJ¢S thH)ughJiPplication of.he PBR'(jJ 

fonnuta.ff(\'var&tfs~lis'po~hioi{t6~(t~~~!S'8r'~~~IM{{'j' ~olr~fPJhtJotl1BRfsii60idi:k}c~?iWilli-u 
, ',(.31 .f( .QS:O-~J t~.I\) ',nollf~')tlqqAwl1 'IIf;lhrWw fJlul)'II 

OUI decision on Edison·s 1995 GRC. A.93·12·025. Detennination of the starting revenue 

,-,[II hPj'):> !JTI;o", Ji jc itl Lnr,it ,)f10 ')M (10 h';!i;')ibni fll)~ib] ~rid'l/ :llofJd tl'J2;>11"J'iIJ;>/\ ~ 
fli~ L'Jl;',)UP'Jl'{itfl'il1lJ')f'"C'-) Ii )Hl'I10) 1(1')rwililJp)l tJUfI',1'I'JI 'j?l~d ~rlJ ;1;,HI)m~ljuVJ1 ':lllfl'H61 J}lD 

.")li;d linl 0] In,)H1I,1,uLb:. fJlf;',r;qu ')l[;it;~f!1f!1i 
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requirement is a necessary preconditiontg-JH!J~e.:~r a'decision a(Jopling a PBR m~hanjsm (or 

Edison, because Edison insisted throughout the proc1!tding that it would withdraw its PBR 

appllc:C)tjpn. an(h.d~~~ I()Jmplenwnl a PBR tJh1ess it was fits. sa\isfie~ \\lith the"starting re\'enue 

rc,qU.\(~I\~n.t.ad()p(~d_ by tMCQmtnlssi~nl.'-.TJlCreforeJ h\ otd~r 19 setiouslY ehte'J1ain Edison"$.' !Hj~ 

rBR prol*--~lJt W~ Jl('(e.ssary (or us (0 determine \he baseline revenue requiremeJ!t in Edison's) 
ORC P(QC~~~ing.Md ~ertain Whelherot not I;<Jison Intended to withdraW its hpplication based i; 

on"'~~.f~}'~I)~e. r~ulr~~nt ~op:edJn the ORe proceeding",.\Vt did nOl deCide Edison's'ttne(a}I 

rate c~ r~\'~nll~lequir~~nl;u~til.we issUed Q.96-0,-Ol1.oh January 1O}1l996J}FrI nil;; \(~'I 

"(Iw.> wJi1jjrfiJJTceJl"d.~y$ a(let .we jssued P.96.-01~Olli Edison filed commenfs indicath,g that it /:)1 

w~ Y{il~.ing ~9 pr«-~e4.wiJh its ilonge,!cra.tiol1 PBR 'and aetepFaGRC re\'eriye requirement.J }Ul'l. 

a\!\~<!ri?:~JjQI) as the {ni.ti~.t>ase nwenue.requirehientilll ,)l!.L"jll '{!i'/iIYJb(Jlfj n '.If 110ir";rt,li flf; '(ITii~ 

B. A~lgn_~"Cpmn\l$sIQner's Ruling (ACR) of July: 12;· !994 i!-:) If.· ..... )! ~rJ1 }UI'I 1'1(1 lUi) V"!'-liJh,:; . . ~ 

~'-.i ill'";? l Q1l.Iu.l)'i J 2; J 99J .. t\SSigncd COJllfnissloner fessler, issued a m1ing. which <)'j 111151"l 

bif4W~~~4.the ~Jl~, 9f,Edi~on's PBR Al>pIiCAtion, <;The RuJing dir~ted Edison (0 fife ~l;li,LiIJl 

"transmis~.i9n. Md, c;fj~l(ibtHjon'''i 9f n.pngeneration PBR 10 _amel)d,A.93~ 12~29J/rhe 'Commissioh 'I 

. encQp.rJlg~ P'MJi~.19 PH)PQ~ a.tlexib!ePllR mechanism tharcould J:Je adopted and :cpMormoo to J 

the utiHty.jnd.l!.s,try p.\,er t~ .n;e~t $i" ye~s.! The.Ruling.eocolIt,aged partie~-to' addtess certaJn ';"V·Lt. 

factua1 arid policy issues related to electric restructuring, pOtentia1 modifications to the Electric 

q/','JO}1 ;nr)IJI., !l.B: l~rt ')(lWI .. 11 

!lr.i~i t!(.t ?~f;:.!_'J11~}Lt!; :1.'~fJ)~ ~ ?!U: ./, 

I 'Vfiin~'~l,:;~ofiIJa *~~3?i~-Wg.; ftl~Umh{]JI;~ '(J;~:~~~ 'i~:J~g~tW t~~e~f~w any 
mOdificatlohS whJcb'[h~ CoJllfiii~siOiffnight inakij 16 i(~'applitario" I'Middeteriftine'(fwe'3ie'{1:J"'Jl . 
williOl~ or able to ~cce'pr lh~m·. If WC,lW,t; ul\.w,iHinQ: Qr unable fo 3ffep't SUCh ihan~~ .,''''''n U'~. '\ 

\\'oulfJithdU&,TihiVA~ptiC~ti~~~Hlt!\~9j~l;i~029~'p~f6.r" JtT!rld' ,M-t t',r\~~,.'1:.~l.(~'X .. ,;,l'J,1I10, 

,)ffr(.ff':J1 gll!lIo;1;> 'iiIi lr) nojtr;flifll!~J~1 .UJ)-~ I·U:.A ,')JD (,C'QI ~'fjfpif/:l no floil:i'y>b 1110 

• 

. l As discussed below, while Edison indicated on the one hand that it would accePt the 
GRC revenue requirement.as the base re\'enue requirement for PBR~ itsoncurrently requested anO " 
immediate upward adjustment to this base. 

-3~. 
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Revenue Adjustment Mechanism'(ERAM);'attemati\'C (un~ing (or Demand·Sid6 Management 
DSM and Research ~~~(~jl:;l:J~~ .c~rJ 1') Jltii~t(,-)il'friij~D~:n < • .:1'.) f;';ill/l(q 

( _ ) '_'.'~'~<J1~n_J?~,'Pj I. ~.l'~, .Rr!tl'~ 1 .flt.,HI'J 1<1/ ;-'~J!:j''''1/ - . . 
C. The Restructuring Decision ;{ 'X) -

In Ordering Paragraph 11 ~~ ~r ?I~d ~;~~f ~.~ t?fd~!J~~ }¥j~?~11Pf}~ B. and 
SDO&E to file new applications, within ro' daYsY)f tM <Jecl;ion's efiecth~ed~te,.to establish PDR 

mechanisms, consisten~ with the guidelines outlined in the Policy DeditaH:':'Ea:Hi ~pplication 
was to include a proposal (or a separiirt-'diSlfibulioJ't and'tenerati6f1 PBR::, The d«ision also 

ordered the parties to file and ser\'e conumn\~.~"~.?r~;i"~l~3~9.p),~~m,~~-,~j.~~.I~s pending 
perfonnance-based rarernaking PBR 'pfoposaJ sH6uld-be'adopied 01n6l. iYari9us parties filed 

comments in response to A.~3-12-029. Most parties (a\'oYPf~dop\(b'AoJt'i6rtiimlerim P.BR 

mechanism. In lhe "Road map Dedsi6~1"D.96:'()3-0321:V;'e txtend¢d the filing date fot a new 
zi t1C) lui! ,,;'(,·11 rll,)<j ,drUf'J ')!dLl!['llilO'jllll 

application for a distribution PBR. Lr'l. ';[lIil 2iril J': f)":;ililrl!:up l'n Iud 11'/)<';;;. 

D. Assigned Commlsslonerts Ruling or June- ~"'19961 '(iliI'Jl11! j ';1'. is ,II '_"i);fJ 

In an Assigned Commission~f~~~9!~~~,(1S~?Jn~~~;~~{HP~3lLl996.tM dare 

for filing of Edison's distribution PBR applicatIon wasJxtended.nThe. ACR ie~ognized that for 

Edison. the Commission (aces at least two o~tY~~\?:~~drip{~'D&\~m.~ b~dbWii1e record 

developed in A.93-12-029 as an interim decisibnf6i"coInbli1:ed r&D; or fequ~t Edison to 

modify its filing to implement a dis;~~4t:iQi~~~tr;f~t<MY~~?~~1~t]~~~¥8~er which 

addresses the T&D split." ( -' /)\ JI'I .1-:; [11 ;~[ji!!'/!O (;i); if.]) ",- :"ilitilu 

'"-ili'_r.l f !;! '{of dih:'/f1 1f~r;-}:'!ii,-:!.i""1'J1h IV'/Fil'! ... li lflil i-'J ''.0 if ,A fl<vild 

'.)Lil"Jl"fff; r;{IIII.,SU~L'IARYOF PRINCIPAL PBR PROPOSALS . -.~ i l'l~ . .t~ ... qJ. . .. '.'--- ·d_ ...... ,#!> "'''HL~'~·.q'~I'ltn''' '."lll!;"}..) ~l')'L!U."~'J-Jf~"!!o!HL~aJ 

A. Edison '.;-iil _f{;jjY{!t; '(I(jJ!)U.~'J1Iff:'JiJib;,ll 'hi} 1)bnU" 

Edison's Nongeneratioll PB'R;~fe(hiint~m 'as-6t1gtnally proposed cpntains the 
• . • 1-'.fJ',1 '(W~ ilIfJ]1 JJt'.Jfl':)d d')b{ofhl':rr~ (() If-Ill ' 

followmgelements: . ,. J ,." -, ;'11, 1"lf ,- f J {- 1 ' I .h'. lor, .:i.' • llJ ':1;111 II 10/ ~ G 1f} ?110U-;!i .I'll 

"A revenue indexing 16firiUla fdt ap~licati6i'f to the level. of)(j { ~; i; 'J 

base rate non-generation revenues adopted in the 1995 
General Rate Case ("1995 ORC·) and Cost oiCapiral 

'-4-
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! 'i .iil J~,qf,tld4!dsibnsi whlch fn~otpofa~eS an es(al~\\Qn JJl~~.f01:,!,'I,yJt I; lW:'in!iI:iIoA ~Ufi~1 j}J 

inflation ("the CO~?p:m{ P~~c,~,~n~~.~.~r: h~~~~ . .!~~~,~n.lC~t~l ,,;.' _, . , 
revenues (ot customergib\vth:'aA(t tl pi<Sducllvlty PJ&1ge I J(f II )1'0)' }~111;1!> 01.10} 

(,'X-); !IS)i,i~AI ~H1.illll'~!JlkJ~1 ')rll: :J 
hi:" i:.\D~ .l1 r '?firC"'\ bl~b~ •. ·.ill f,['f)'('J -?P 0(1,0'. ( li,Jty!.t,,'1 'Hiil),'() d 

1\ Cost 0 aplla! I ngget MeCllaniSm u .'" ',> " , 

;!H'{ d,j!d;l<J ;repta~e th~currenl ruinua1 Co'St.ofqapita) nidJiu ,;"t;llil;(Ji!'j'l'; '};'JJI ';1;'1 (II ;1:;\0<12 
d' • [,(,i/" )!i'-j(!"l?r%~e,[W~~~.t']O '( ,ik/l -:.:d! iii V),JifllJO ");lib!,ii':~ '.,~il rfliH JIl')!li~I((i') .;rrt"inuf'.,:"';ll 

o~li; w,i.·iAr\ o\lerall Net Revenue ~hariog M~h.a~~sW;l;/rp f; "iO) li~('/iOYt f~ :"tiubtl~ r,J h.1I 

~;,(jiLii:r'1 /J.:~);.ild 1)r\;zl''!L'l,) Q(\o,{'( I-f{l !< l'ijittn~l:1!1I\'YJ ~"II:'" f)fI·; r,!n f)J ;;o~,;t!"rrI ,."fl f"JI,J,'fj , :ieparateratemitAlng reamentlO ~e an ".' ,-,." J • •• '" 

t.',,\d ,.....,iJucategoriis of c()st~.id.ei\tified as ~J3.1(d\l~ipp,s; }Ifl« ~niJLflI ))1., fn;.uJ·'fhlf.lItF)1nq 

••. {', .. ,;., t!n4~r Edisory's propos~; ,,- . ; _ _.), ,. , ' , . 
,nt ",d).fI! _dIOl11) "'ni'V'It'. f'JJllJ/l.1 "';dll.q 1"-:')1 , J:::.o·~r-FJ!,I. ()J :,l/i;fJ'!/:i11l1 ~ln-:..r,\t[;n) 

.'/>:11; 1·:,"j ···Vroyisi6n fot,"z..Pactor',treMmentJ9.f .J1lajoJ>b:..<1 fli:fllbu,)l" ';dl nl .H!~ifidL.')'1I 
uncontrollable events. both those that can be 
foreseen but not quantified at this time and ,}!WI fjf,iliJdli!tifJ /; ;0) mjj"·.iil'n'~ 

those that are currently ll;nfo~eScec.~hl~;}.10, !li;i!gH,?'lJrrnJ?/iflHl!H') h !~l~i;.:,-'~ ,( I 

)" !J ,/(, .il'.\1 fA'! (, ~.'~~Il p) V';'l;,i (9.
h
)I;' ~liltd.l· )'l;;'i;or~,;i!![lr'/) V;',r'j,,;./, ("~ pI penaJtytrewara mee amsllI ,0 assur" . ' , , ~ , " . 

, ,'t h,rll !,r;\;.ct;ontinUedsysltm·reliability.~u~to~1.ITl'; }lH'1 !:'Ji;lIdilJ;i f• ';'F<):>;!J~f -;.) \ililil ~f)l 

h;l, »1 .~rl~~.(~~~~~,~(:~~fJ~~I~);~~f~~e:~~"~~{J (/lIj };[,':"[ JC r'1 /.1 n,)j ... , ifllf\;rn sill ,i;,':,,1t .• :1 

ul fFl'/ i'IA penfllty/re\vMd,mechani.sm J>~~4.0n'AI fl1 i1'i!fli [1:, ;'1, {!~J}.~ ,- FYI .. fl i b'il,)h;-:.h 

, '.'. _~ison'~ a'l' rage, ra~e~ilI ~rf9rmance reJativc . ", -, 
!!.i!,~,J 1 ... ,,,!)/. ").'J~I ('J r'~[i',r;')ri"~ f·j >ld'{ ,/rrl' ... ·I',Ctt!"dd--l~dJ r; 1,1':1'11,,1'1[111 ('jl' ('1'1,;'1 ill '/IILI'II to a nation avtrage O. OUlel lOves or.owne ' , "~, I [I. ~ "J_ 

utilities." (Edison Opening Brief, pp. 203.) ",lj[(l~ <I:JJT :.df i:':;, .... ':Ilf,t,c, 

Edison believes that its proposal offers significant benefits by replacing 
~ 1/ 7')'IO~'(l SUIt' JI.'II'lF'fWI 'In '1\11 lnrJ~ ILJ . traditional regulatorY c6nlro s With an iilCent \·e,·oaseo frame\\ orK ~or' setting the appropriate 

revenue le .. 'els: 

"Under the traditional regulatory approach, the !i'HHO ./, 
':iii f ... (! i !~ r i it prImarY. j n~e,!')fiy.e~ JQr prP.\ilJ~Ji.\'~ ~dfi f.l~l\CY, mY-I '; W-,'1., nr//a %. filV j t}: J 

that (I) shareholders benefit from any cost 
reductions for a short while until the next rate :"hl:.:m~h 2,Cli 1101101 

Case incorpon'teHJ~,~~yjrig~.ipf9 i~ f!?[~.%' ~l1il,~;fJ1li '::'!lfI)'/~J A" 
c((l( ~dl ni h)l'ld)i'; .?':I:JOT/'jl nOili>1'J:l':l3'HO'(1 ':))f;1 ')iiA 

l!;ji!F~'~nO ),,0') Lne C,)}ID ?'(lQI") '}(/{) "Jf[,51I!;l':1n:.:D 

-5- . I, - ' 
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for u~~mirg 9~rMi9M_~s:J. (~) man;Jg~~.nl-1 +;,' i; '.1(1):,1.1 1I)}:11 ",' 

fates the prQS~Jl.tAU~.~Qmm\~~I.on mardi-II AFlllLbll>J krJii3~1 
discovcr and P(.(l.aJj~~Jh~ uUlitYJ'ot jqlptopet} k.;l" () ~ili';.(\d'i( ... n 
operations. Under t~ 3.ltem;J\iycj1pPJ~a.~ltj' '>;1),",', ';11;';' fi,)iL""w) 

[incentive-based regulation). the utilit), is at 
risk or .sJ~P~ tP.b.ene.fi.tJrQtn.alUCWCSlmentl,) '.:qk1Jl L'l!'f!iL;n') 3· 
and o~r.a.t.if1g ~«i$h:Hl.S. wjlbJbe..r:h~ (c>.rnrfi! 'J;.'):Tt 1,;\ Jr, L')il""'ll'~f( 
benefit)J~iQg lO».(Qf &lllp),Qf.U)O%. 9f.thc; 111 ,:H{D ('l'l ~. rl,:"i1d 
ajnounlJll~\~~j(Qxe[a.U~~i!ig~t~\'~ls:~ loi ':oiq '):,i'll:->' ';"y .. ',,'. 

below the ~.m;lUl.l,~Joal~H~{r~t\lro.' ;ll1d . .s..O%Jf· ') I~r. ni L'Jl rl'YtL!fIIUi 

eaI1lJ(\&s.4l!~ .~ WC{P.t.~ hc.~Jun.a.rk iiJ)~tc~IU JI \' II,.: (l.) '!. 'I if, 'J.' -/j) (! 
rares of r~tt}rn/!"I (P~891l0j()3J,·J)li~Q.!p., dI1Ll:/,I'jll.<'.(f l'liyHd 
~11.) 

"ish )() ~~:b ~J/jl')'j1h ':iitJ 1,) .. 1: lI/d·H '10 c;oilwifllib ~J')!fJlno)') .1: 
Edison acknowledgesJ~~t,s~me\9.f,the~.t~matiY¢ ~(}PO$~S C.oot.aln.clCOlentSlhartOight be 

viewed as preferable to c~rtain C\SPects, of Edi,soll's proposal. H6W~\·ef.J Edison argues thal none 
()JI "):~i,1 fj(l~lb:l £b!i!1I Lf fi!"lflr~[L,:;m grllVI ? :j!rFfI!)' /\ .0 

of the altetnatiyes, when judge~l inJh¢\t ~ntir.ety as potential altematix~ proposals; ~an be ' 

viewed as acceptable. 
1"'.'/ -;:';i;',Ji,lli! tor ;;;;oj;',"JllikHII IIIil! l'(-,A;'):; !'Jl:.:~':-,\ .\' 

}U!({ -j:i I m'I)', Ifl',! ,I!\'J!,-) 1fJ )-' If .di I,;!; i,j l')J; i J h j ~'-'i"1'1 ;;" r;')·' i!d B. ORA 
• • ·/~I .. tf;.;ct· 'I~'· 

DRA's propOsed aItemaltve PBR proposal for thIS procet!ihrig andu<fes the 

- 6 -- r -
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"stretch factor,' a value designed \vitli ttfetentt:lo' if cohlt1etitlve' lfll 
regional benchmark using d~t:t froin the \Ve~le'm! Syst~mn ")riJ < ',·)':1 
Coordinating Council (WSCOltOMpanfts Md fih"any-~hfit; l-)/{"pil) 

correction value (or the upward_biaS Iii theCPJr111J!lilU ,'floi to, l'/j':' 
;,; ;j '~jillilJ -A! ,{J!"ilt !!J:~'.JI b'j;ul·:;',ilil'J/iil 

4. Continued funding ofDSM and RD&D fo'i\ht'JithtaflhteeJ £} J,.n 
year period at no more than the 'e\'eI re&hlmenMd by DRAin!) !o:u; 

Edison's 19950Re-. In a:dditlori/iiajustmehtsl6 'thecUsh~)nietil')il-d 
~ess ser\'ke price for DSM"efftclss"JlOuldbe-caleolaitd arldillJO;i,G 

implemented in an ex)iah'dt(fAnnual Eaffiifigs AdjuS(fi~r\\ ~1ff 'IHA':..d 

Proceeding (AEAP) where the resultsJof mtMt1t~meti( s\Odies {cir. l f; '; 

Edison"s DSM programs subject l6(nce~ntWt!s~tJele\'ieWedp 10 "'Jlf, I 

(.1 n 

" 

5. Complete elimination of ERAM as of the dfe(live date of this . 
'/I llf~i Pnast11 dedsion(oi the fUJI st.ope ofEdisoo'suHlilybtfsirlets;t').;:,L'J1 !lonkm Ij(,~jkl 

',:;(lll l!dl i: 'j6.1~ ~f~tf~ s~1J~g')Mec~~1~f;;nri'~hj%~1~1M~ri"{~~ti&lt OJ ~!,jf;lJhFl d, j,'.;II~i ~ 
-:;,; I"pereent Of all galnstln'd losses' reJativ¢ to'lhtq;)iice~ap;-if)1Ji, n:·,11I ,; ''}Ii!'~fl1))II; ~>rl1-tcl 

7. Z·faclor concept with mOdifications and limitations on 
Edison's proposed criteria and its list of exclusions from the PBR 

DRA states it has Dro~sed its aJt~rnati\'e N>:.cause Edison's O(O~a1 fails to 
. ...:'JI/I)", l.-''J'.J";f, 'i'J[fi'h,-:lrJ ltH~'jlrJl -;"'>!Vj I; If) nT;f"l(")/\ ,~. 

demonstrate tbat it would'prOduce rate l&luc.tloriS or any othersignificruit benefiis to ratepayers. 

DRA h
' • i..lli'lil;;ubolCl {. t'(liliJ:i!Jf~lifll'lt ~li;flIjl;".f!ij flll b,)JEd Jhw;,r~lP:lJjbf'd' ORA' 

c araclenzes tue <1l Ierence be ween Edlson s revenue moexmg mec ,amsm an s 

- -- ~ - -.-
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price cap rule as "fundamentaJ,") explaining that ORA's alternative starts whh ~. r~~u~d,1fJ'" .') 

revenue requlicptc'nt strca,m' and then appli!!fk' jSriCe '(ap to Edison·s 'clistomet access services., 

ORA e'xpJair\s thal its ..,ropOsal \\;ou)d provide, amongother thint~~ for immediate rate "relief to 1 r J 

Ediso",·s customers rather than wailing (or prdductivity pltdges or a Six)'ejUc,xperimenlal to J")"Il·'~ 

program to ron its c6Ui-se) ORA beli~\,es that this 'outcome 6f its propOsal a1so CuI fills the' spirit 1)1 

. and letter of the.Con\missioo·s criteria and the kgi~la(ure'sguidance in ACR 143 'in p.~ov\dinglU 

all of Eqison's 'ratepayers with imme'dialt.Yale reUef.I , D~~ ~ubMits that its cuslomel ))1 (If (1o;.:i1/1 

satisfaction ~(treliabUity m«hMi$1}\S provide apptopriale incehth~es for profectihg tatepAytYs)~ 

from degradation of current service levels wHen Bdjs6h imple'nlents-'new cost-cutting. strateties i 1/ 

I L i I '~uL'Altetl1ati\'~IYf DRAsubri1it~\hal if the ~o.mmissiQn approves certain elementS of ,l 

Edison's proposal) it should ooly'a'dopt theM with conditionsJrA..t too very lM!lj' DRA ptoposes·tJ 

that the, Con\tnission adju'st \h~ starting'point'do\\llWard and adopt DRA~s alternative If'; If:ih:.r'YI 

reconuheridations regarding reVenue sharing M<J capital structure (reatment.) Additiodally.';!Y41)FI 

DRA urges lh~ Commission co iejttt EdlsQn~scustoI1)tr growth a1lowant~ as proPQsedJ J DRA:ir(J 

oppose$ other s~cific ~Iemen(s' of Edisoh~s propOsaL DRA als6' slat~ that r~gatdless' Of whie,h 11 

PBR m~hanism the Conuilission a'dopts.rt~ conUniS§ion should adOpt QRA's 'jct! lilliEJ .:',)!Hl~j'/~1 

recohlrilen<JatiOl'ls Qn'tustomer' satisfaction ~.d reliability meehanisJ1l.sj ni~i1itoring and ;'{)1 Y"[I~i II , 

evaluation and auditing compliance. 

11/\ ;f!Oil"lf)f{lOJ J~'ji1':;fH/. ,:,!)ilJpU li/'.lo h-:.;>i1rlffll:o ~i quoq l(lHJ'~}'jlf!i ()'J;>U Jr,i1li'!Jkl1 to 

nrJY/~ri,) -A r ;i;,;u~D :JOB :;';'JifU:'(FHO') rb{'IJH-1')~IJJrlnA ;,Jill , .. I,~)im,:iii') bar, ll')UD01(1 

,11r.Yl.l'i ; ,'){li ,f)J' u.!;~ (i ; noi !L1"'Ypf)~) ~h,~r)-(h';';fJ1 ill ;'(JlUFflfJ') Jhl:n if.. .. ';rl'i lJ II ;(')iflUlfno') 

) DRA's Opening Brief at p. 2. . :iflI ,'j) [,')b'j1Z bfU, ;, ':Jnl 

- 8 i?-
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.'J '; I '!;~ ".- 'The Industrial UserS"t*lit\,~ their ~BR pt9posal (or this proceeding is ~asy to I )'/:11 

understand and hnptemeritt' and ~gtns the process of ied~ing EdHon'~ ra~es;; Industrial\Usets If J 

advocate that their propo.sa1 meets allthi'<c. of the COJ11nllssJon's goa.1~' e~c of implementation;\: I 

100\'er.eleetrio rate.s. for custople{s arid increased financial opp6rtunidt,~ for Edison, I Industrial ; fJ1i1 

Us~rs': propQsa1Hel forth iri detail inJixhi~it 329/can be surhmarize-d as a rate t~p that requitesl!,' 

Edison to reduce its a\'eiage'weighfed t>pical bill (0_125% oflhe national _3\:e rjlge ,by ,the:}'car.-, Ill; 

2000. ~ \Yithin JhJs framework; Edison is fre~ t~ pur~tie any opportlfnity (~t: earnings growth ';1 ~ i '-I', ~ 

with t!le maximum amount of dedsioq.triaking freedbm"')'(~r ::''JiI/'j~ IIl'.Jll/J) in noiILLci';~f.I (fI(ll! 

Industrial Users belie\'e that their PBR mechanism provides significant ettcfrio1)H1J 

rale decreases (in nominal t~pns) in 6Vtry)'eai Of the PBR (hne (rMnC{1 In 'return; Industrial 

Users would alldWEdisQn to. Jeeep all returns On trivestmtnt~whi~h thty,estimatt to l?C~a. l'w)?il,:1 

potential annual benefit fo'Edisop Of about $142 mUIi6iu;l9dustrial,tJsers~-a1s() state that their l',if! e 
proposaUeduc~ the potential (or errors in th~ jmple~ritalion Of PBRj such ~ those which I ;(X .. n I 

might result by \he p.do.ption of an incorr~ct productivity factor.· :They also state that their ~ li r /1 >1( I 

propOsal-elimidate~ gaming of PBR reVthlles'whifh I]1ight result" (or exruhple~ by ~(eiring" '-)TT) 

revenues until the n-exq'eaJ: (6 a\'oid sharing; allowing 'eIIXlf\¢rates to increase because the !I 5H i <I 

higher revenues ,oiItweigh the penalties" (lfld -avoiding probJenis \vith a~()unting for imprudent )'j'J I 

costs. 

• Industrial Users intervenor group is comprised of Air Uquide America CorpOration; Air 
Products and Chemicals, Inc.; Anheuser-Busch Companies; BOC GaseS; the Chevron 
Companies; Hughes Aircraft Company; Kimberly-Clark Corporation: NabiSco. tnc.~ Piixiii.c-~--~ 
Inc.; and Stedcase, Inc. ,~ . .fj J~ };itH %fliwJliO l'J.,}{O '-

- - - - ~ ~.- --- - - - -- - - -- -- ---

-:.. .. ~- ---,-."-.--;~ 
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D. JQlnt Partles~ :.i~il1"~i~ ; 'J1f'.-,\',t lUll d);.r'-]"n~; "'_~fl;H;'" kJli:d~ t~ lYJ1.!\ b 

The joi~iPatlies· propostlJ ian be .suniirlYfi!ta\ ft~fI61(,~tJ 
'j~~ I. ,Consis,tent .\yilh ACR ·143; the pop\missi6kl' ~Jt.ollld Mticulate 

~ '/ tbat i,ts (undainentaJ goals in adopting PBRtnechanisms Me: 
tJ;;Crj'I"ll)'.'fl;ild) ~ili 1.,"I,)ll'':;C~' .. I:,lP fllh:dni 11;~ iI~ k'f.~-lO)(1 

a. to establish incenti\'e$ that e"nhattte the cotnpetith'eness of 
utilities to ensure that lo\\'esl cost services are provided to all 

"J" -;;;IJ) 1<1' j r ctistomtts~and (l11fJlji' I';')/.') 'I,) YidfjWiI ::"rIJ linti J J 
Ln!~ :('dol';<,-l :\' L\~lh,'J 

b; to provide immedi;:lte financiaJ benefits to utility customers. 
IJ!:;~ :~niliJliil')ia ,1!f)i"~ln');Il;t''lil!i }IH"1 '.ilurp:..Lf; ~1fN[J] ,;{ 

2/:The CotnfJ)i~sjoh:sh6uld statc,tlearIythat its Objeclives i9 
adopting PBR mechanisms are not ;nefeI), 10 deereA$9 the'tO 
Commission·s regulatory activities. lessen utility regulator)' 

h;'''i~Wl t'burdtM/ {iti~p,to\'e shaiehotd~r~ings.rlJ ~ll;!i' .. :;ilu,(1 Jniol ~HIT 

11 :'~3~;'~1 (\~rhlills~\6h:S~o-t}\~' eAlilr61;ti't ill-:Y'PBR~M~t'hlJi~illW/;') lid I f! i I.)!!! ~w)l'l 
1,vl ~fJlbl /ca40plSwill tomplywith ACRi I 43.',:ilo 'J (I) ,<'j'/iL','})ni lul~!liftl,,;!11 h~,iF}lq lr ;O'l()11 

"I; !i' ,)-,,) 1{~:'~c~n1ihl~~i8NI;hJ~fdladJ~tlth~r(Jifh~~iA'g fJ~mt~~iofPh~.Hh;,) rJ)i'/l jl !if~O 
,- ,Li'Hlj'} las testified (0 by' l\.fr: l\fartlls! ;'XI ;oj) r .,j J1f:t lo lit) 1. '~ {I ,'/';[11',)' ') ';U r f~j[ i /i, I';}) to , .. 

L !~d! 'J'I )!~-J W~~ ~ f~~':et?~T,~fl~~1,t!~m;~~~fr~~~fj~~M~!9_Rll~p,1f~1~~I?;iIJ1:~!1i 11':'.:!II VI) 

}Hi'f 1,-;:,;'} b.t,Adopt anfX\(aclor', of 4'peicent.;r\ot [Edi~on's] propoSed 1:4: In, ')i!irl'~i1. 

,(;',i!"'L,~,~,~~f~t~:I',J 'If) 1,hi .. ,~,-(.! (d ;",1I j'; (J" b';fl'~i,;'_,h ',Huh1!-;) '.d t,~c()ifj cni!n'.rh:-fII .' 
• • ~ ~ .~... > ... 

,i;qil. ',d,')! ~'i,l C.' Rej¢tn~json's) pt6posal for a'special allow.:m:Ce for neWdn .'(JilidI;i!'j] 
customer costs; 

,'Hi""Jbl,) 1(,'1 h ;(1[1 n I1'J ~'f{! :,,( fAue. II 'J51D 'Jrh .r i ~("'yJlrJ ~. V, WJT n!!fl; J ,., ,ll{,'j'( 0','1 J '{ 1 )1'1 

S The Joint PaJties consist (If the California Department of General Services. TURN, . 
Center for Energy Efficiency and Renewable Technologies, Natural Resources Defense CounCil, 
and Environmental Defense Fund, TURN endorses the positions set forth by the Joint parties as 
the sponsors' preferred "CPI-X"~based PBR propOsal. However. TURN's prerecred approach t6 
PBR is its own proposaJ summarized in part B bClo\v. ' ... ,,--_.--, ... ,-., ·'-----~, ,- ---

l'ViHUT .£UC..rPl'I'{H,miifl ~'ZBUT;-; 0;:'[( fhw-' 1')2 JuoqovJ ~r!J ,'i'lOdf; f)'}l,~l~ d~ J 

,YIi;.jJ~ n n·)iJ -YJ~ n i h:...riint";!J ilf; "'.Ii 11'/ { filiot "~ftl '(d lnlf';;:;<,)',h0 1t:11J .;;i fp()qr)1!] ~., ih;fi nIl,; 

-IO·U- , 
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d, Adopt a shared savings approach that ensures significant II u;'I.}uloL ,(( 

be:9~,~!~,~?J,~~~~~~Jf~;'HJ'" 'il f'~:J t." .. ,!'}.,! '/-)11,:1 J!1I·)l '01 r 

',,'! hejlRevise (Edison·s1 propo~3.H C6rlht'no't&:'prJc~perforrnahce 
indicators for reliability an4 customer s~tisfaclioh; u~in'g DRA's 
proposal as an interim strategy and removing (Edison's) proposed 

j,) ,<''' ~"J nat!OQal rate 'and bill indicts;'" jl d,J y;j ii~ i:f1,.F) (II .!~ 

H~, OJ L:,bi/(o!il :J1'~ l':O;'t' 1':"/ !irTJ l~'j,r;f;ll;.dJ '>!!;;,"[) (I) (Jili1iHJ ' 

(. LimillM number of exceptions to the PBR mechanism (the so­
called 'Z factors'): and 

Jl');r:'));ll'J '{lili!:J 01 ;>llt'jil':.·.j hiJ:V;f!ll 'J);,j! ... ',[!1/11i ',Li/(J!'1 oJ .<1 
g. Ensure adequate PBR implementation. monitoring and 
goyerilant6;· especially in light of·ACR,143}!.- '(Join( Paitlcs~ 
Opening Brief at pp:~ .. 3.)h:J :;11; ""i ... i;;r,lb:'i11 .HWI ~fiil'l!)bf.: 
'OfJ'dlJ;~'J1 '(lillill rJ??;,,'A /iiji/iJ/~ '(10!i.!lIgJll'f(oi';-.-iilliflO') 

The loint Parties state lhatJlieir proposal is the only/'CPI! X".·bastd propOsal 

pres~nred in this cas11th~M~ ~~~~i\s!flllt'~<Jl~ ~S~l~~tl ?Jm,!,gim)~mlM'1~t,t.N~at,their 
proposal provides meaninsCul incentives to enhanCe Edi!6n's conipetith-eness'i" providing least 

cost services to all.?:~ f~f ~~~t~~~,~· ~~T.fflJHeN~l})lf~~ ~f~~~ij~~~4~~f~1~~¥1~~ ~j~h customers 
of cost savings. Por example. the Joint Parties do not belie\'c'thatE9ison'sptoposaJ provides 

for mean ingful's'iiki'6ki 'M ~(6d~giiv~WIrilpt6,1glli~ilt'~ilii1~i~~ay~H: ~J ~1ie\'e that a 
. 

significant ratc redu~ti()~.is·requii~~t'jThe Joint;Paities also believ6 \M.t'the'adopted PBR 

mechanism should be carefuUy designed so as not to lose sight of en~Igy ~~hservation. 
reliability, customer service. arld the enyjronm~nt \\:hll~ 'pursuing ihe goal of rate reduction. 

They believe that their proposal meets the ab(we tests. 
;.I!"J) l'Jij;,!-'I) 

E.TURN 

TURN recommends reinvigorating the ORC proceeding and conducting a ORC 

every two )'ears.' UndetTURN's proposal. the ORC would be the primary,' if notexClusl\'e;", 
,YijFJ r /~'Ji 11'";% ff,l')w,i) 10 In'Jillll';'l'-O i,iiJ;r)tiJ.;;') :',\11·) !-,i/ili)') ;':iillf,'I !niol ')cdr ~ 

,Ii ;rJLIcD ')/f(')1-:'( I ,. :')1lJIJ" 'j}J Jr,lUJf;Z ,~JijO!()fllb)T ":ir(ku:J:n51 f){1~; '(:U Ji 'JiWl '{~},)i11101 1'J]i1:n 

u: ""j;}1!}1 Jniot ~dl'{d rIl1011'J'~ ;<!;Oilj;0'l':dl (': '1')!;{]':; :/:.}IU r ,bflln ,::w:Jlr.lllf,lfl;'flIilO1I·ird bnr; 
I,} dJ':Ol'Fi!~ 1j'~n)hj'I .. 'VJjIUT .1'JP;1I01J ,lc,o(;T')11 }Hi'I t..:;.ifd,·'X-NJ" fl'Jll'J1'Jq '£lO~nr-"1~ ~rtJ 

:m..,f'lj J flU} Hi L'},\:fU,f[I(fW2 J6?oqc,nq (1110 lli "i }HI<I A, 
6 As stated above. the proposal setlorth here is TURN·s primary proposal. TURN·s .. 

alternative proposaJ is that advocated by the Joint Parties as deScribed in section D above. 
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forum (or derennining,cjltes and c,!temaJdng poJicy (0( EdiSon/IThe separate:MnU~lc()st of 

capital proceeding would be eliminated (or Edison and that issue would be aJlr~s~~d In the 

GR~iJ X~~t·~lff.~Pf}~J~'~ryl~ ~lt~~}p,~~~ ~,~!?f!rff!~r?),~[wn~r~ fflf<;h3!l\~}n~> ap'~ Ifp[filUJas 

which ~J~,in~~i~~;i!l?~;~?}~t?:~CX 9f.i!s~1) ~W~iWn?mJ}? lYlst~[Y,~l!!,~f~~~)Pr~lnw~tifI 'Hj;rL'; oj 

proce~u,~~I~f1 f°rJ.I~\a" ~~~?tr~~~m Jm ~~r ~'m~~~i~~~~ ~JlI t~,~tj~(~!ffPrr.~~®f~~'( iJ;~m NM~~." 1,<J1' 

that inc1udin~:,t~c} n~~~~~',1~,\el i~!~rlff~r~~'~'l8\r ,~fln,;H~f;;~~?;S~.1N~~1~!f!y[mluJ~ JYH.\ I n(i:(1 

pre\'~nt the currellt pJ'obtem of ~hanJsms, whic,h have ()!l,tlive~lheir u~~(\!tnes... .. continuinQ in ,- I r 
Ii ');;IJ~,'jzl 'j;lJI'~II'J;I)r!! d ';,!'J'(') ':'/,,') 'j):,I1:,'J{ Oil} L':~'Yjf)1'! IJi ILill ,,)l',/Jljj,, (uH) I ,p,,'Jld) 

effect ~~'/~W{eRf{YR, ~~,~!~~~ ~~~~~mIY' rs; \?9.~~J~mmje~ ,~~~ ne'~!?H~Q1~ti~ 1~e,WnpAf}ll~J~JRJfJ'll 
increases'(JPn~'~~~!?l~~~'f~!~~' ~NWA~~t·~?n ?!~f}}!f8j~~,~S~~HmJ }~m,lM~~9.'I~Hmtllf.\~I~i?ll)U;> 
need forreasonabJeness reviews. { ~nITj'I" '1'1', .JJ 1 -11' oJ'I"'J}f""'" ;.j lorr};Jl{1 ~lt li,rlJ t :J)i.); 0.',1: tri/ , .~,r)mO!(rJ);.11 1£) '{II' :J ')d (',1.1; I') HllI.1I ~;) )11' I Jt J I't 

0:,1 nlvilJt~~ft~~;~~{~) ~~'~?"?'~~1<i1~$fr~?:fr~fr~Hr~I?OJWlr~J/0·!J~1Reim!~lj'.9.:8}~s)!.Si~s~l ';iil 
attrition adjustments wsw,ld be eliminated. Accotdin2. to TURN: '. . I'" ., .- 1 ,t ': '\ . - ,~ 

I'll :h;, ,'o:..ql:,}\ ';:",,):;:t,}'j,Il b (\1111 lW,':f!:'~(ilc!rl r{i'Nrr\~f~;l!'JL/i),rl »",0101)11 (I J",11,r.! f. lilL) 

,',1"his approach would provi~~ ~ison with a fixi"A ope:r<\ting t' " ", I ,,' _' I __ 

oj ;:r':!(1',j~adg~ltqI6~~J"~:61_)l~il~}i0&?A'6~ s~'~l~~:fiti\dT~ffic(e~des i~l~ll .1>;,_, It cd ~ /J!:I_" 

'.J>, i !J';dhe' utiJily' is able to achIeve relatiye (6 ~hat budget wpuJd flow",j J1Jd ,,,,~ni'Ii'1 ~Ji !llfl 

. , 100% to shareholders durinQ that ,wo:)'ear ~riO<1. The~e~fter.the , _, ' ' , 'r i ( 

Z9.!) J sr~[rig~ ~"6~1(n)i~WM~b1y'1~~b(aiJa 16iutme iIt~c~s lof'tt;~l!}j Jilt 1'.·1 ,111,), Jl,LI 

li!~~;'fjj:..d)fnefitof customersj althOugh In'prattice efficienciesach1eVe'd ~'J( f)J/J :dl Vdl ;:;1" J.; 

durng the \'ear the ORC is beinglitiQ3.ted often would not ~I' . _ ~. ' , I ' ", ' 

I ,';.;,ii I}l ':.:U(i{t(~d'HP't!Ju~~d·ia¥e'~ ii~HHhe' ;i:~fGRc: {~~~ ~Yri~~;i~rthe/;'5f1dJ}IJI .,1,011:-) J 01 

[)')II' SharehOlders to r~ap'all of the benefits f9ras' much as three fuH 01 ([Ii Fit '{JiJilH ',if I 'I.." 

years .... [E]\'en after l~ savings are caplured in ~ su~s.~fJ~W;tL-'!., ,,' w"ib] (" il'jr;')11i1 
ORC, shareholders contmue to benefit because the utility 

'to 1':,,'JfllLbec~mleS.'1>Y loWering its rafts, more competjth(t with'cornpeiing5!IJT ' 

IS~r'i5.~t~g~}~~1~ ~: ~Y~)}',¥'l?!~%rjp~Mpftsdm?)~e:WRfjl; flIrt i '-:if1jf.,'~'J-;("'l :;fli;{r(l! J~(' 1 

.'.JIU».!' i'~:' I ':,,;J !. i'~ Jl('Ej!d ,f jf)!),. iill 01'/) ' ... d 1 '{rJ ld;;w)} ~I jY;]fj '( FJldlJ.?,'Jl f!'J[rifm f, ~JlJ;: 

nni;)iuHH!/) :)(1 ':1;:1i~ ,1'0') kO!;[}')) 1~ b 'Ihdi n,)j:!!'J'(.~l ·./If)j(jilli (JI 'J'(i');; JJItVil/ 1i .t:1')j'';7, 

1')1110 rlJill "'JE~Hnrl) fi 'liod ~n~;'f; OJ fJfje ':iff/rill f; ;;;; '(Jililil · .. ill w~il oj ')!if!~ l'ill'lJ 'fiJ fjltj{)'" . , 

1 TURN suPgests the procedures to hE>. eliminatpA include (he Alfrition [{:lte Adiu"mPl}l :",'f 
the sep~XlJ[1ill661fcJW311~~pfru/p:~~e~i~f:Em.T~t~la~;ighl~~1~~~\~~~J~p1~¥~'~ ,Il'n·-. ~Jj I I II 

applical10ns SUCh.3S'tJlose for low+emissiorfvehlCle fO'ndingblli(f ba1ancirfg~ac~Oiifi(s-fh'Me\1tt!t'iii (xi 
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"i!Ilii"TiikN~~sert~ th~t nl~M~'~~fiitu~'ri'6" (J!i~yi'th!i;lp~i~1~(pfo~~Js}lriJ J~d~~}jD 
to achie\'e thelgb3.rodatt·ttdi:iCii6A~l>BVdeIiJJitfi&~':lh~ WC~{! x·.~llik~lhWM·tgl~~hlJ~.~~:t~ Ibid u 

rcduCii6ki(liUMiya~~~d~Hrt1iiOfi' (Jik'j'J{~1 ~i'~~~itl{ihe~~~WJlii~mm\igN~~;!!xl.UIIL~d~;111)j·f.llq 
other pMi(e~s\'p~J~~at?~th'at'dl<!i~18~ )a!rti~aJ'bA~~j~d'th'~:fl~h~'~'Alpi~¢~lf~iH~)t~A~;i';bi,r;~Ii J~,dl 
How!~·eY.' fdR¥f~d\;&1At~5' lh~i H~ \J'f6~!td'(M~ (S·~ill:J:a1g1~~~rltY~t~-tis ~~iJ(fl'~41bJt~igJl~\ft' ~/1(1 
would hbf~ithH(\"tJyj tei{art 1~rs1~ti~f c~Milij slr6R(Je~ghWiA~t't6~: lia~{~v~h\dlM~gWigvld~ G J ))"n ') 

sufficiaN Sp~HUh:fitln-oit~/cJHHm~s16Wt8t'b'r?J'( !&l~Wb~ilri th8Ud~li:Mlg1i1~~lo,i');VJ1')fti. 
pre\'ent undue harm either to the utility or its customers. TURN aJs6:i(jtalthalfiii~r~~';";J y~ll;JJa 
the rrl6st'sJc~l~~fu»;Mh6Ak' i~~hlt~t~/~"tn~iH!f~i~fii'J~Ii? it~&8~b\~; op~~kftf(J~ Ii!dison to 

eam a fair rate ofrerum and providiKirul~8A;~~~~~~m)nft~nhl~pi~di~t~bi~~;~~~~~iP(~r,iJiIH,; 
achieve that end. TUJ'lN'~Wi~s its ~t6bb'sat~&s.n'}igfieJ~.~8¥J~j~lCrJli~IJ·i~~i~~'~riii(y how to 

i,~(n ',:":j;[>~! ;:l!.J \.111" "'~I\l/l t {Ili, ,i <I[J'f! j', J((' flJ f, .(,\ 1.,_:..[ . .-0 

run its business. but ratbeUCls up an9"petating budget.! as weJl 'as a reAsonabJe'a,Ulhorized rate 

of return. for the coml!ah~';'aWd Mlo\~iMin~"i 'om io!fu'lil~1'~\~1tM~'itih~td~U~\)(~~ TURN <;!~ 11)j ~ >i, J ',';',1 '}wH!t 81 ~iiJiT ) ':.,~f\N".{l1l1"";lrl Jj!l),l?ll <-')1I ~J" 
states that the two yeat GRCcycle wOOld provide a!yequ'aJe in~enti\'e t()'Edi~()n"~ management 

to continue pursuing all tehl'6A!~'(f't.'f,{r'I!(tJ.ai6.~~i!{n~~ihei ~~~a\~w ~la~(n~~\ii6~\drbe retained 
'~:lr :,,1\;'-');;'; iuih, )}li.) j)";;"1 ~[1I11!nlJ ~')j,.1 f"J-,~!,JjI 1,Yl, ... L'.JJi:J) 

by the utility for up (0 thr~e y~ars before being caprured iii the sub~quehl aka and flowed 

lhrou h to Edison's CUSI~~~S:dJ" c fif inl'J~'if..'~ ":.>1'; ""',niH) ~~dj ,..,fli; l';'!:1! ' .:1:"~( 
g "'"'''''' ,!, ,'.,"." ""J ·,'1' 'l"j II' , «')'11(".-) /1'-'llr"'J1F.!!" )i-h) {J.~~':;i ~111..,. •• ~ J. J • ./;.' _J '.I'~ ....... " Jt. ~ a< - ~ •• - •• 

TURl'f ~~q di~usses t~~ pr~edura1 benefits of C9n'solidattng Ii Iar'ge number or 
ratemaking proceedings into a 'SMglrtJmlh~ }'pitsf!(tt l?JgtiJd'~a~iif~~g {}{jl~t~pllfi~' ~d 
streamlined regulatory process sought by the Commission. Edison, and the Legislature. 

Second. it would serve to improve regulation itself at a reduced cost. since the CommiSsion 

would be better able to view the utility as a whole and to assess how it compares \vIthOfher---' . 

utilitie~:~'fhlr&(hep£P6~Al'U{)~lJ'pr6{i[d~ Itli¥~~Hb(l ~(Jim &~~t~~Lfti~ ~ltji't,~n H~dirr (~ ,,_ 'r 
"';hliJj5'':' .~'/{()L;ItH fI:~I';:')j ')~f;l .f/l.}J:i ,~ndn·J.D1;1 /fiJI'lt;) h~JHJ') J?8l1flt, Ox'H.q:U :;,h 

be inY9J,w,4 Jp .\~~ J~g\lJ~~pfY pn~~s; by ~nni.t.li{lg lhe"m lQ ~OIKentratd on a single ptocee<iing:,'}! ff)qi; 
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ralhet th~ rrluJtiple p/bCtedings: 1 Foujth; 5he' propos jll wouJd p,ro\ide for a regu.lar And more;jdih 

frequent forum (0 address service quality issues rather than having (0 wait once every six )'earsJlft 

Fifth. tll¢ p/OpOstlJ wO,uld beu~i'sef\'e A(?J{J 1 43's'objedh'cS-of p(ot~cling pubJio health, 

cOJjlplying'with ehvi{onmenta) laws. and 'reguhitioos., and ensuring the existente at)d operatiop\ fit: 

of progranu to'a~sist lo\v.irtcome ratep~ye'ts~ since uMir any."C;PI.X" propo5alj tpt utilily' '-tl:-"'Ji ' 

would have tlK!inccnU"e to minip\ize the costsinY'oM!d in achieving these goals; and the,,), ')1 0 I 

increased Jag belwte'n ~on\prthehsi ... e teviews witl -:edute the c;ommission·s ability J6 ensur~}brli 

that 100 ObJecti\'e~ aid bei{tg inel! ~ I.4st/fURN stales t1!a( its p{oposal provide~ gre.at:r,lj, 1 ~ 'JJd)(11J 

protec'tloh against pIJte.-discrln:\i~ali6n.rpiH, X-I'}'} FJ "Oi.(iJJIJltf)1(11"?';I ':.oit,(10 ')!Iil 'J:rL'lu }H((J 

~·1 f Iii ');,flul) f); IV4(!THE' nOLE FOlJ. ~BR ~OULAT~ON "F!Ld ') .?Jj ;>,;)1 I',):,jl1 Juqfl i 

.fJ)fd:~i':;"/I Jill;;"! riLr'J .,dll'lni fli ,)?f1uh ,IIi n')t illJ'!llJlJ I'nn!t 

'n:(,We have .accepted tlie .benHits of iilcentiye based or PBR regulation tor severa) 

)'ears;1I\Ve first replaced (>ur traditional i';ifecase· regulation with a PBR,. \vhicl) \\'e called the 1/ ) ':.off 

New RegulatQl}' Frame\vork (NRF).;(or'the l~al exchange. telecotrununication utilitici. in 1 );1, Ini 

D.89-1 0-03 f:{ In adop.tlrtg PBRSj we reCognizcfthat traditional rate caSe regula\i¢n ineludesa))i Iq 

direct link ffomcost~'toJatdand does notjrtclude an. independent and explitit il)centiVeto,ilf;ftoi' 

inctease effiCiency thrQUgfr lov.,enng costs.cf{'oencourage efficieitcYt"~ef(eclive PPR regutalionJJ/I 

breaks this ftedba"ck link ftonl'cOsts to ratM and jrich14es an iIi~enti\'e fOJ tM. utility t$J'reduce!Y, 11 

costs. I M()rcovel, eff~cti\'e PBR regulatiOn rllUS( indude~appropriate standards f9f service and i fin i 

':Ii1 i ~o'Jn" D.89 .. 1O:031; we Adopted a fonn' of PBR tegulaliQiI{ first u~ inlhe Unite.d 

Kingdom; and '()((en'ta.lIM ,'CN T;X', regulation~1 i! This' (onn of PBR r~guJation ado~ts ~tarting' )(J"'l.fl 

rates baSed on" 3fI art~ySls'6f()\ility c~sts'with tJ~se rates'then'updated,in "each-subsequent~'ear Jon 

by a tufe Wbldl'h\~lod~s ~){peC(ed chAngesJn tnpul prices, flPIJ arid pr:OduCtivity.;Xf~J Idour ,{fJU}l 
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discussIon belon'.; we refei 10' Ihis prUe less pr~uc,ivity oldjustmen.ti 'ot CPI 1 X,.M the update {hi 

.d;!,,·To mak~ this upda\eot utilitY./atd Jridt~"dent of the lHlIity's (osts. t~ ptic:eild 

and prOductivity "alues should tomo from national or industry meaSures and hot from II]e '\!rilitYI) 

itself. ,(he (ndepehden~e 9f tMUpdate rute (rom the utiJi~y:s own costs allo}YS PDR regulat.iol\ '10 

to resemble 'the unregulated J}13rkerwher~ lhe firril faces market pnceswhiCh develop ~m:r! IJlfF'll 

independently 9f it's O\'iO cost and ·producti~ity.ll In con(rast{j tfaditlon~ regulation c)(~en L:. -( ~1 ~ili 

updates rates throllgh" a review o( tll« utility's own tOMs' and prbductivjtY:. ... JThe (orm.of this Illnl) 

PBR update role of 'price Jess productivity' or CPI·X arises from tM.un(egula~ed n\3!ket Wheco,"l 

independent of demand response, a finn's output price will change to reflect changes in its 

input prices less its change 1r\'~t(J(h.iCliVity,i\vMte ptOduclivity is-~Imply the change in the 

fim1's outputs less its change in inputs, both value weighted. 

i" \Ji '1{1t I Finding a iMa'sure for the price ttim irflhe updatt roJe iequire.$ a'thoice 

between 'a genera1 price}ndt}( 'such' as the wen-known CPI or an lndustry'specific lncje)(Nlfhe ""/( 

ronner choice' involves less controversy !lut uses a geheral app(oxin'l.ation to indus!ry spe~iflc h'-,/~ 

prices.; and (his approxjmation can (vork reasonably \\'e!l during petiods ,of ger\erally low 0 ((l;':.<l 

inflation: '~\Vhile the lat~er choice dearly "tracks iildustry costs Ihore closely, it does engender':/J 1 i f, 

more cohtrpveiSY bec3use;ofte!l it require~ construction of a n~w industiy s~if!c pric¢".index to:l i 

track industry price cMngis closely..' i Complex ity'readi Iy arises in thecotistJ\I~tiotiQfpri~ "h, ')1,-j 

indites; (oi example; an' accurate c\lrr~ql pritt index for labOr s:,equites .. wejghte~ averagt Wage)) 

for EdisonJs many different classifications of workers from clerks 10 system engineers. 

iJ'".I)I((J ,:-iiffhd productivity rrie~utt'~houtd come froll} ~ (orec~IQf (fidustr}'rspecific 

prodydivity;:l;Ioweve'tl suSh stUdies are not c6tiunon·artd!OoS,·pubUsMd ~~Qn~o)ettic studit.$.n;){ 

not only assu.m~ efficientoperatlop but also use hiS10tical data '( In O.S9~lO:031, ,w~Je1ied 00 a'f,l 

study of AT&T/s1!iSt6ricM p~Oductivitya~de~pe~judg~nl in ~etting the produ~ti~ity,ya1u() f. '(d 
for the local exchange utilities. Realizing that (e~hnorogical change in telecommunications 

- IS>! -
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of(ercdthe opportunity (qr ,S'ubsfahtial'ptoduclivity M'd wanting to encourage iOfttasfd)i'n)~ f,;i~~ 

efficiency in"utility operations(we added a fstretcM (actor to set t~e productivity value "or X,, n"'J'jl . 

, ': -<)1 J "'\Ve note tJnJ impr6\'~ efficieqcy can arise fr6m thlee sou{ces: adopting m()re~',')1 'i 

efficient techn610gyin m{~, ,:" tag current demand,l. r~a1izipg economies pC scrut w~en expandint '{H 

the operation. or rtdtlCing e};iH'ng inefOCiellcies,in thecutrent 9pe,ration: lIn the nongeneratiOrird 
, , 

bu!incss and particulatly in the'dHtributi,oq business, the fitst ~oUrce of productivity maYillJ 'HYi'jO 

contribute only seJecch'ely.(pward gre~ter effitieney .!lfid 16\'lerrate~., tThe incentiyes ofthiS '11 j nil!! 

PBR shouJd dIscover the'opportunitie,s t!) iocrease the efficiency 6f the current opUation and )flli:1l 

thereby lower rates, ,(£1 iv~ '{ )w"hilh Ifi");lffll L'/l 'j W:II Ifl'J'"J,'Pl Iii II ',-Jfll .1B:/-... ~} i:lilil:.::!J'Jl 

'(f'jilm D.89,.10-031 1 we alSo. adppted a 'net reVenut'sharing IJIle w"i~h allows the 

utility to ktep ~ome of the incttased net te,;enue which occurs i,f tht'utility can reduce jfs costs~'oh 
Adoption'of this nde shouJd in.;re-ase the ul!litys incentive to redUce CQ~~S.11 AlIowing the, utiJitypf 

to relain some of die net revenue'from,cost t¢duclioli efforts ~s(hesembJes the compelili\'c,ni;l"ill 

market wher(f a firm can IncreaSe its ptofilS by fO\1;'ering jts costs·! ~ombined wi~h the use of ;!J I Xl i 

independent prices. the 'use qf a,n~t re\'enue sharing rule elmiJates tqe out(ome of a competitive i~'-' 

,~; Ii::: Thus.' we ~ee PBR as emt}latjng"the competirh'e i>roce~ to encourage utility,i ~1i;I!" 

management to make decisions which resemble' an efficient or competitive outcom!,.': I An 1 J'{Uj:'l, 1 

effici~nl utility,will conlr91 'rates which benefits rateparrcs.!J HoweVer; we want td en'sufe ~Wfll '):!1 

fairness to ratepayer~J etnployeis an'd shareholders iii the'PBR ptocesS)'/tThis reiillires balancing 0) 

potentially conflicting interests. The'utility can increase short run profits through re,ducirigo!l,)1Id~ 

variabJe costs, but without revenue sharing such cost reductions will not lower rates. Moteover, 

such reductions not only can affect staff immediately but the service quality impact may only 

appear much later. 

In this PBR for Edison, we ba1ance these interests by requiring a progressi\'e 

sharing of net revenue between shareholders and ratepayers and by having both the productivity " 

- 16 \ I ~ 
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and service quality ine~ures inCfea,sC'(wer lhe d.uraliori of the PDR;IBy plogressh·e.~har,iJ1gtwClo 

mean irithis ohier.that the Uli,ityshare 'of ~efre\'enue tncteas'es as its eamed lel~m beC0l11CS ,i'Jllt:, 

greater or s!11aJl,ei than the ben('Mnruk leluin; cOJf~spondihgly. the ,ratepaYer share' decreases. 

By having Jhese prodUctivity and service,quality measureS increase;,we intend (q allo\vborh .it'}'I):. 

Edison managementan<J its e'mpJ9)'tes rime to adjust to PBR regulation ~d t6 find; ,(lnih,L"I(1 ~,;lJ 

opportunities for cOst redl!ctionsJ which \villlo}\'er ratepayer bills.'iocreas~' Edi~on~s profits and wI 

minimiie'the impact on empJo)'tes.1 A)) chHng ~ime to -discover ,such op~rtt.inities (9r cost Jdi J 1 fl'n 

reduction5 could ~e(er some Of t~.rate reductions (or nitepayersl but ~'P belie\'c thal'when ~uCh"l (I 

reductions occur. they wiJI represent more permanent efficiency gains.'')l;~ 1 LiNtll'{d'Jl'..irl 

'_:11 ".1/' ,! In Approving tJUs PBRi we intend t6 ad9pt a (rAmework·\vhlch'wlH apply 
. ' ' 

downward presSure to r~tes".1iJTheparties noled that Edison's dwn foreCasts 'showed t~at itSf 'Oili1iJ 

PB~ 'prop6saj ,,'ould likely not lo\ver rates 5ubst'anli.a1Jy when comparM (0 traditional tate~,il(j·)b!\ 

making ... 'Ho\yewr, '''"e note thallhe' parties could oilly compare forecasts. I Such forecasts fi i;'! 'j1(J1 

include uncertAinly arid can only lead t6 s~cuJatioh {loout I~ effect of, altemath'c regulation:~ 1:;111 

on rate5: -~ather than rely on speculation ari~ fOfeCas\S we order a pr6gressiy~ nel re\'~nue . fl :"I::L '\! 

sharing incenlh'e in Ihis PBR which encourages Edison to lower costs and allows ratepayers I(h'~i! I 

share in_these re.5luced costs through 10\\'er 1alek,Thi,s pr6gressivtrshmng incenti\'e gh'es 

ratep~}"ers fllarger share of Edi~on's easiei cost reductions and the shareholders a larger shar~ offn 

the more difficult reductionsJ :;\Ve ree this ~ogressi\'e net teVeJiue sharing incentive ;tS'the keY)IYh 

to '9v,'er tatts witJ.tin a 'structure whjch baJarlceS the' interest~ of ratepa)'e~J eqlploye~s and 1 i'';'Jil 1 i fJ 

.1')ld IbfHfI 1';':,''1(\£ 

',;t;;/JI;.rJ1f1 f; ~f!iiiuV;1'(lj ?P';Y,:ni ... ,~CAf! ,)!,,,/,:,j <HI ,f10;ild 10) }lWl "iilJ nl 
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",11:,:111(<1 11'1 thiS Sec ti0I1i\\'6, dtsc ri be' ourPJ)R (or e,disOO'$I)Qngenrra\\on bU,sine~$~ ~!Thb,) 

PBR will becor'ne effeCth:c oil January Ii 19?7.,\Ye expe~t Ih~tduril)g .1997fERC;md lhb t till! 

Commis$i6I't will appro\'~ the ~paralioJ\ q( edison 's:n9ngeOffaJ.i~R kl~si,l)es$jnJQ lrMSn\b~.ioI\ '/I 

and distribution" operations., .Qur Dedsion today, also ~pts d~ .~d.aPtioIl pC thi.sJ)QngeM~~~ion,)' 

PBR to a distribution only PBR. which will extend through Decen1ber:3lt~OQll'n (loih)l:ril'J'(W'fj 

f j ,l i; I [I)i)" l:'il "/fhe transitiOn (rom turreQt regulaJiop (I) I,>BR regularioJ\. r~{)vi{e$'changes to 

existing poJicies as.well as the lot[oductJoh of neWl)()J.!cte~.~!fir$t. we' scpatal~ Edj,~on~s bas~ .. /lfJIl 

revenue requirement between generation aildt1onge~r,aJion;' :Se.¢ondi :wc ,Qt<ler f.disonJo.fih~· }ifJ~ 

tariffs which set separate'ratts for.generatic;m aitd noogeneratioo bilSe r~\'~o\le.(cql1ire.lll~l'It, jl!VJI 

effecth'c lan~ary 1.199'7. ah~j\'e will ~rderEdis.~n to.file<;h3,I1g~ tQ.d~~ (ari(f$ as, p4rt 9f Qur, 4 

unbundling pf~eding wilhtil60 days. after FERC:.4nd this,CQJllhl,bsion baye. ~.omple_(ed.the: !Jllrf ~ 

separation of Edison·s nongeneration business into Iransmissioo·and.distributlon'and,w¢Wm, flC II 

order that Edison fiI~ these tariff changes'with an'eff~ti"e date.~ootdjnated ~vitb the beginning 

of FERC set (ransnUs$ion JAI?-S.-, Third. we adoPt ,an update wl~ whichj lJsing the ~Pl t: >J.,< rnle.!/\) 

adjusts these bas~ f~te.S annually for the effects.of inOationand. ptod~~tivjtY.~'.Fourth~ we.1.)j ti,l'./ri 

describe our policy for exd\lsionof Certain accounts from the scope of l,he PBR. and. out pOlicy, II 

for modification of th\? effect of sales balancing athieyed lhr(}ugh the ERAM 9alandng a(CQunt '0, 

for base rate re\'enue requirements. and ~ur polley for.Z-factors. which '!iloYlrost t~.vety (Qru it) 

extraordinary e .. 'ents; 1 'Fifth, we pfesent QUr proposal (or cost of capital and capital structure and 

the related net revenue sharing plan (or s~areholders'and falepa5'tts.(:SjXlh .. _w~d¢sc,jhe:ournrjtfli 

service .quajityj customer s,!!isfa~tiOn atI,d sa{ct1y, incentives.,') Fina})y., we review .OUI.l;O; J'; 1 :':I';.}JlOfl 

implemenladon and "mon!toring ph{n(fl ~[liltid l'1rWJ:' tD O! :o,ili L[;(J'}~<Jl l)fH; ~(!ill id ,-11 iE 110 5)i".I'>-: 

- 1.8.'~ . 
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A. Nongeneratlon Base Renfiu(nUq\llrlrlfeliCI;)~nf1 :'H! r ~\! 

In D.96-01·01I, we adopted an authorized level of base ren~nue requirement 

(ALSRRJ fot Edison's- 1995 Test -Veil <lel'l~rhl Rate CaSe;)~ \Ve authorized $4~O 17 million (or 

this total base're\'cnue' itquitttilbitt ' arid we als'6'adopted a loral ra'ebase of$II.042 million: }IH(( 

\Vc dtttm)ine EdisOil·S nOogeneiation ba~(nevenu()ie'qufteii1ent. by adopting rules whICh ifll i 11(/) 

separate thJ~ Iota) biSt rC\'thue teqtih'ement aJ\(I (otAl fattbise into generation and ;,)ill;dilPih Lil'~ 

nongeneration coniJ)()neMs} yirrl '1' ... -.(1 1{'lWf;r!J J.:\:.I/ ') iii II Ii :,iri 1/ .51 WI '(In/) l;(;i}l1dilJ, if, p~ OJ 5H1(1 

(}J I )~f'! '\Ve Itcognlte tHat EdISoN stAted th'at it stparated :ils'ratetiase ihld generation and 

nongenei-aiion USIng! FERC a'nd NARUC t9idelineb I\Vt accept EdHon·s use-of such!"] ~fIipi/.,) 

guidelihM,iblii'weoldtr EdiSo)\ hilts (oibpliailceAdvlce litter to.describe the meth~ andifl' ... ·'~1 

result of its aMigrtrnent of tateba'se -assetS"S,Qth as linesJ -(ransformers and ~\vitcl1es' at the:1 J! /)) il':l 

genedtiontransffiis.sion tn'tdtonfit(don (6r~ach Edlsoi\ genel'ating'ptan[{\This ClSslgnrhent)z)'th 

sho~td 'ieeogrliteout reCommeildatioh infl>llf tecehf~()mJnen~s't6' FER-O regarding sep3!aifon ofw 

transihission lal1d distribution'fatiJities.tfil- f"; 11 n1fl I h:£1 j;.l!tf r!l! rH.l JIi '/~[l';;1 i" in, ik J '1.') (,0+.1(.' F' 

\1I:1'i[j,~:.<! '>eTc)"SepMiHe Edison·s 3uthOtiltd level:ofbase tale·revehue reqditement' I ,.,rl1'})1/J 

(ALBRR) info -generatlol'farid- rlongenec:ttlonrei!utres ail actouh't spetifio alloCation of).> , )}j-J' J ifJ 

operation-and mairi(enahce· (O&M)' costs:i iTbe' citcounH indud6 toe following) ptoductiOlit '.-Hi} if; 

lransihis,sior'l/distribUtion'.'~usto_tner aCtounfs;,cus(omer se'IVlc~and information~i an<t 1!J') '~<i i J;;";b 
- -

administtative and genehU3 Edisop haS '~sigrie'd its accounts labelled ttAhSI'nI~~ion and .il r/;r·rl! }O't 

distribliJiol'l O&M (onoh'gene'tation;rJJ\Ve occept thisflssighmenti'i~'flT)lif!l<Jl ';'.[0')-1';1 ~J~:l ,:;-'i·11o'j 

h;l!~ '.JliJj)'.i"lY &Ji~on has assigned bOth ~ustbme( ac~ountsand ~tisl()me{krY~~e and_l';!li!~1')Gl1f'j 

infonnation (0 n6ngentrati6n." \V¢ accept Edisohts assignment o(cps'tomet accounts tOI')l!~hl sill 

nongeneration because most ofthes·d costs such as 9penit\g and ~l()~ing accountsJ ch~ging J',·iil ~''': 

ser:vite or farifft billing and responding to customer hilling probJ~ms vat-ywitH cuslorrter j.;(Ji ')l;Pfl i 

requirements. This allocation recognizes that most of customer account costs are aSsociated 

with metering, which almost always occurs at a distribution level voltage. As such. these costs 

- 19~1 -



e· 
A.93."12-029.1.9-1·04-003 COMIDWFfllMD * (HI.H\TIIO\lI.O') f)l<') to t\l.I,(j~o·~I·H'." 

propeflybelongintheAistributi~n (uflCtipn within. nongenerali~n; ~ The!c(ore, ~"e alSq~xJX~t -!/f; I 

that in lhe sepa,ration Qf nOilgenC(ation mMI of these'c9~ts will appeal in tho.distrib-ytiot'l ':i/i~j I :..;1 

business:·j \Veq.nnt,\"3C(epl PRAts r.(<\ommertdalioil of a Jaoot:-:9nJy a1)()Catioll ~thod;·!1 (..-y.dln 

because cus~orner costsvarywjt~ Edj~on's customers not l!dison's'emplo)'tts,·::.llin'H."Jl /w't'ltd 

. .1 IO \Vedo Horactepl Edison"s a~signment of Cus(OIll.er .sC.lYi(t'UUi4 infotnlalion:J~'Jl'JJ 

(CS&I) tosls to nqngeneration.") These costs ~ome from PSM fUld.ccon(>.h)k If.evelopmcnt. \Ve 

will mign DSJf ~c_os!s' to gen_eration ~cause g~neration tepreseo~ the. prim~ squJce .QLnl ~'hrJ 

avoided co~t.ih DSM. ~.'Vt·tec()gnjze Iharde\'~I~piTItnt:o(a new fp.r¥\tng source /or DSM could ~T 

require fe-allocation of these ~os(s;> ,BecatJ$6,of the ~lite@h'c (l{slC)Jl)eJ:~.QIlJ~~Jf<Itlir.~ (QtnSf .n 

economic development. we will assign these C(lsis· 10. nongeneratiOn~ \Ve:(,Mn~n ~ept . .I)R~~s.H 

plant baStd allocation of th~ expen~ b«a\lSeWe do. not f~nd ci~hefPt¢gtambased on the 

va1ue of curretlt plant in ~rvice!. f,)j(j'Jt,:; () .-If, hfl;~ }fWI :<il 11) If, 'J'{ If; i Ii 11 i -:.rfj ~Ol ,,'jiLl L')lqotr. 'J l/ 

nl .,:); .'!I\Ve ac"FePI Edison's and ~RAts )abor·baseda!IOcatjon of administrati\'e and';{Il"I\) 

general cosls because lhes~ pro\'i~ general support for f-dison's other empJO)'ceSh,\Ve <\Ctept-ir{l 

DRA"s allocation of RD&D which is based on Edison's I~S ORe fil\ng and.which allOCated ~,d) 

47. percent t~ 'n6ngtne1tltiort and 53 perceht to gel)eration:,~Ve.accept &!i$ofi's 'allOCation of 

franchise fees It) nongeneration beCa\lse lhjs.a\l~~tlon foHows FBRC and.CoJnmis-siort) (.J If.!imi;: 

Decisions. ["Ve a~cept DRAfnil1oc,ation.ofuncbUe~tible~ based on total Other expense~ bet,auseA~ 

an \mc()Jl~tibl~ bill incll\~es both generati<?n and nongeneration ex~nse'l \Ve order propertY.'J(l1'1 

taxes and other laxes allOca\ed based pn net planl:>!>, I ~);-rJJ bti'; If I m)l:~ 1')m()~,;ln 'ifillhod OJ Z·[CI') 

(JJ b';; Fjna\ly."DRA recQnllnends a do\\nwaid adjustment of~ison·S(We(a1lr~\o·enue·'ni' 

ieq':iite,mentJ·fiot just customer acctsS services; by: a (llll S percenli~! (ORA OpMi"ng Brief •. p. i )i1(n 

45.) i Edison, ~ppose:s· D~~!s pr~post!d reducJion.<".!':ne .CQiiunissiqn spouJ4 notbe asked to ·itl lOQ 

concJu(jt" that a certain level,of C<ls~ are reAsoffable:(by xirtue of the GRC Stttiement)"an-d lhen1.0 

immediately turn around to extract an additional $390 million out of authorized 1995 re\'enues. 

If spending a certain amount of dollars (0 coyer operating costs is reasonable under traditional 



ratemal;.il'1gt thtn ~pend]l'Ig the saMe'Costs \lndet PlJR (0 ptovide ttit san\e levcl 0( serVice thust!]" 

be viewed as ~r ~ 'rea!onable:,~orl\;etsely, the ekllactio(lof additional re\)tnue$ by PRA'(arid ,"If t 

others) must be condemfi«l as unreaSonableP, (EdisQn Reply BriefipJ'18) I'--,\Ve agree\Vitb;' ')f1 i-ud 

Edison's reasoning.,- \Ve find that Df{A' has offered no compelling'reason fot us to imj}Ose a "i,")'".,1 

reduction o.f·5% (6 'the te"cnue'tequitetnel'lrwe found to be reasohfJ,bleih D.96-0r-Oll. 

,:;'NlfI !:n'i,\Ve'ordtr Edison'to pr~sedtln its-compJlance Advice LeUer a ~eparatioh oftbla!')) 

base re\'chue 're<1uittmtrtts: info genetadonarid nongenetatiod/ which uses 'ihe- accoUht! f(~m r; I r i 1/ 
, -

Tabte-A:S' and tlle'separation' pte~entatloh ih !TabJ~' Blot' frortl volume SCHi2 ~f; if! AppJicitlon.m ; 

B. Rat~ t()t 'Nongerieratfo-,rarid Dlstfiblittofi BMe Re\'enue Requlrem~nt ,oi !'~' . .()lIf;"Jl ")1 ilip'Jl 

B.I A CO'mpatisOnof Ra'(e afld'Re\'ehUe PBRS,'fj') ')<':'liJ rqinr; IIi" 'JII In:'flFi~lb·,'''U 'JirJl'J::I)'J'j 

:dJ fiO k In'D,89!1O:032,{weappto-ved aPBRfor l6Cal ex~hangeuti1ities:'[In 'tha\ PB~!nr,!<J 

we adopted rates for the initial year of t~ PBR and also adopted a formula which allows! 't(l ~llj!t;I 

~hanges to these'tates in' sbbsequent'~'eArs based 'oh cHailgH in inflati6il' aQd prodlfttivily. In 

this'<!tder we'reftt tQ this (orm\Ha3s,the upda'tt tuft} because it u'pdate$ priot rates orrevenue (or)'i 

the effeds 'ofiilOation and prOductivity'! I /(1IV ikl ! ;'1 l.';. ;Ji .-' i r!:::i{.;t (1).(1 >110 !l!}ilr"~,)l!!; ~'I-, }lfl 

10 i;("ik',1rl D.89-JO-039;we adopted an upd~leruJeoffJ1flation res!: ptodu.ctivitywhich bU. 

similar to CPI~X and \\'e'ordet~d 'thateach'utility apply this update rule tocu{I'ent rates tb~;' ifij,lEll 

detennine (uturerates .. f On thd other hand~· :Edison has reqUeSted a PBR which. adds a 'CustofritrY~n 
gro\\tlt allow,~e to i(~ prior -)'~ar baSe rate (tvenue requIremenJ I 'lhehapplies the 'uPdate role 'of n f; 

CPI-X to both the customer growth and base rate re\le,n\le- requirerdehtJ and 'then c6nvetts 'this~:"/J;1 

into riext )'ear's tatts usingr{or~cast~ o(customersahd saJes.'IEdison Ms'c\.lsQ'propbsedto 

continpe'too E8Mf li31mch\g acCount which'eliminates the risk in these foretasts'[·To shnpHfy61 

our discussion' and 'only 'for purpb,ses of n'dlliendatute~ we wHl cal) t~ (we of PBR,. ~pprovM id? t.­

D.8911 O~03i:l tate l>BR and ,';'e ~allthd iyp¢Qf PBR which EdiSO{\ ?eqUests a: revenu6 ~BRlr J I )Jifn 
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I ,;;<,--1,- A rate PBRusQs nHesf<>tthe initjal )'t:ar"o1the P»R and then thf!i8e~ rates iqcl'ill 

subsequent year by applying "the'update role for tho effects 6f inflati6h less productivity directly _,", 

(0 'rateS iO't~ prior )'eatJ; In tontraSti a "revenue PBR ad~ra (ustomtr. gr()\\'th hll()WAn~e"t6"the .Jr', 1 

revenue" requiren\ent' for the priocyear f applies the update ru.1c' (orirtflation less llroduClivity to" 1.:1 

this combined rew"n'ue requirement.and the" com'elts this updated re\'e~tie re.qlliremet\t to rates,li 

based on a forecast 6f sa1~s and tustomels. '.I!~~ 1 ';;f1 1!. ~( Pi.Ji Ii; "~d i' I!fH'1l'JiI!o!...rn 1"-"1 ;-:,If .; ~jf1 .-f, 

Thus. use of a revenue PBR requires a forecast qf sales and 'cust6mets~.whichjlWO 

creates a source (or'considelable cQntf(WersY b&ause (or a gh,tn rc\'cnue requiren1e"nt a tow 

sateS foreCast wiJI raise tales whI~h iH(rea!~'utility revtnue~'\vhile a high sales (orlXaSt,willll1;~'jl 

lower ratesJ However; we wantadoptiofl o(iPBRslo red ute this sort qHeguJafOl)' controversy. (I) . 

This c9ntro"crsy(foes disappear with use o( an ERAM balancing !iccooiit.,/ HoweVer,,\\'e intend "AI 
" '. 

to rMuceour reliAA~e'on balancing "ac~6unJs bes:-ause their us~'does not emulate the compttittvc:-i 

market. 

On the other hand, use o( a rate PBR does not require a sales forecast because a,Jili 

rate PBR simply updates current ratts with G~J;X to determine"future t~tes{which eliIhin~tes ~.~, 

the controversy of ~ales forecasts Of balanCing a~c6Unts "suth as ERi\~1 Compared to a 

re\'cntie PBR; a'rate PBR'does assu"me. that i~iementa) revenues frQm the gro\\'th of sates at ;'~nrl;l 

least M\.'ers the inefemcb\aJ tosfof serving new custo~rs.':i 'Ve "c an dclign it. rate PBR'to'IC.!'t. ';.', 

produce the saine'expected re\'ehue as a re\'~Que PBR{giYtn (orec~ts of cus(o"Ihers~sa1es and,id JI 

incrementa] oosts;,Howe\'~r( beCause,actual and expectedsaJes 'will differ, rate and reXenue!w .... /'ll 
. 

PBRs will yield different actual revenue. .1..)(0 UhW"(J ni di(}') '.ililt,litiiliiliL--; 

L:". f()~:-.) In thelt testimonYJ both'DRA and Edison de\'el6j>ed shriple models 10 compare 

rate 'an'd reWoue PBRs>;To use these m6dels requires (9r~ast~ of average andjnctemeJitaln'x~,flOf1 

customercoSls'as: \\'cll as'sale~ ibd "c\)stomet.gro\Vth rafes.1, In its 'Application. Edis6n'~lii(enhat~li 
;. . 

its incremental CU$tomer.cost Is $179 ~hile itS avetag~ cu.stowe' c6st is $514Ji~f.ore(W8dn its 1IJ) 

Application. Edison slateS that it expects sales to grow at 2.87 percent annually while customers 

"- 22"~~ · 
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will grow at 1.86 vercent rumuAlly \vhlch impljts 'a' gro\";1h or sales per ~usl6mer of about I 

per:~ent although in re,ent ECAC~ Edison has shbwn Jowet at(~al sMe,s apd, ~us~omer,growth, 'fu! 

" rates;! Using these 'dafa (COI1l Edison's Application in the simple models de\'etope.d py DRA and ''II 

Edison indicates ttla' a ratc PBR will'genen!t~ as much {'1\,enue, as a r~\'cnue PBR eyeq if the l'j'J:'1 

in~remental cost of.serving a cu'stOnie.r exCeeds average tost by as muc~ as.sO perceht as tong ridl 

as the sales per customer grows by at least half the rate of the cust6mer gto\\'th rate" which is .:>h, d 

consisknl-with Edison'~ recent dperience:t I; oliuj"JI }fH() ~~Jjj ... 'J'Jl f; "to '.;-'l' .?ud I 

:;()\ i; id:.We h~ve described hoW a revenue PB~,will requite'substantially iOOre.i',.~ ,~,;.r)~(,J)) 

regulAtor)' intec\'tntibn th~· a rate' PBR~ f A re\,~lltie PBR will 'rc:!qiIire either a' cOhlioYersial Sale~ ; ~ 

for(,cast ora sa1~ bala!)cingaccou·n"t.· A tale PBR:will requite{ neither" Mo(e()\'er,·~'t: ha)'c I n lHII 

deScribed how Edison'will )ikely~o\'et hs'rM'tnb~ requiremehts undef,a rate PB~. \Ve adoPt atl' 

rate PBR,' rather'than 'a re .. 'enue PBR., to ineet OUr poticy objectiSes of allowing Edison to meets {.J 

irs re\'~nue requirements under reasonable assumptions and of minimizing regulatory 

B.2 Adju'stments to Nongenel'atlon'Rel'eilUe ReqUt~ri1ent~',1 l'1Jill.'.'; ))o)/!;J "(l';'/lj ... >1H'1 ::,",1 

1; Ii} In it~ PBR AtspJltationJ
1 Edison reque~ted a baSe rate revenue tequire!UCnt (orr)) ~"i I 

nongeneratiorl baSed OQ its requtst in its rate case Application (A.93·12A)2S): ~.In D,96:-0J~OI1;1;1 

we adopted 'M' authorize4 le\'el of lic«e rate revenue reqt;JitemeiH (ALBRR) of $4,017 miUioo,1. f:"! 

which is Jess than Edisonts request in its fC!te'case Application andwetemov~d the base rate~.:buq 

re\'enue requir~ment associated with SONGS 1&3. including ALBRR(or general and It:1iI'j,iI'Jr;l1; 

administrati\'ecos(s in D.96-04-059. ,~,'lfi)1:;1 !·~'.lLi::; Iflll',ii;r!> !,bi'{ IIi II z}!WI 

'j IV!, I:'Y./ "In 'its comp\iruke A,d~ke. Letter~ \lo·t orde! Edison' t~ sep~ate its generation and 

nongenhtltion ALBRR arler making all adjustme~ts, whkhwe have. ordered since Edison filed "./]i, l 

its PBR 'Application, nThese ~dJustinehts should be. sonsistent ,with dw sho\vJog in&t1s()n',~;IQW}) 

current ECACApI1Hcationi including any up<!ates.<; In'workpapers atcompanyirtg its'l;ftl)fH'Jl If! i Ili 
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complianctAdvite UHfl. Edison \vHl h1dependtntlf~l1owthe impact ofr..dison·s"l ,r:oiJf");((lQ/\ 

recomme-ndation ih .1'."lY outstanding Applicaiioll on, this ALBRR '~~paratjon of geheratiQn and?!J) 
. - . -

n.3 Rates for Genet. 'i"'n and Nongeneratlon Base Rennue Requlremenh1 'j:iil'J'/'J] ~':!I;d In 
T() adopt a rate PBR (or hongener~tjoh require~' detefuiinlng separate rates (Ot ?. II 

nongeneratiori and 'g~neratioh base fate I'eyenue requirement~1rTo atcorriplish thisrequires 

separating all'existin'g rates and chatges whi~h recoVer base revenue tequiremenJ into rattS andp-~ 

charges that SeparAtely rt~over~gelleration And nOiigentto'fti6h b~e reyenue requirementi.ifhese·ib 

se~atate-rates7wjJ) (orm.therates to:which we will then applythe:upd<}te tute~i EdBon'shallr.il'Jli,) 

deyelop these rates and charges u~ing tM'riitthOd6togy \Vhkh \vo'Adopted in our~Phase I1;!/I gniW 

decision jnEdisont~ )asfORC~,an!1 sh~ll pfovide cOinplety.wofl(papeis show!ng th~.det.ails McAI 

all calCUlations and the s6ur~e: of all data."Iri t~ C~)fistruction of these ~a{eS. Edison I witl use .. ;b::b 

where J)tCessM"y. the'sales f6iec3;St .. which we adopted in,the last Edjs~~ ECAGI\vhicli is ~'!; ') 'j',,] 

consistent }vith the poUcy adopted in our decision 6n fleXible pticing in PhaSe 2 'of Edison·s If III !I 

GRO.,D,96-08-02S.!rI '.;!id I;' }!H'J r'lJ[)V Ji,!-ib r'. :.';! ~,r}: ;;~;')') lit /i I;r);",;nilli"') .... iIl1 ,'<:!lfl'J!Jp'J'fl')') 

~! WI ; ,f): ![I',\Ve -Order Edison to'submit these rates and cbarges in its tariffs in its complian~e 'YJ 

Advice Letter filing. but we do not order Edison to bill customers for these separate rales until 'J j; i 

we separatert(jnge~eratioh baSe taft revenue fequitemeilt into UansmissiO;l\ aild 'distribution 

which wmo<:xur aft~r,I996f1 1.,/1»';'1'-; /'}!TH ,L,i( .),,)t I. .0('1 ':-dI1cJ ?!!.b Jh!I 1";~!I;';1'1 '.:>[IJ ~ )"ill 

8.4 Nongeneration Re\'enfi~·Re.q\lJremtht as of January. 1997 fJ!l.u ;d~ Ili"Jff['.>lil'P'.>l ':,IJll'il'jl J:.,~ 

!',/Oli'P; 7 ItrD,96~Ol~1 hWt fequired Edisoiito-me an'~ppli('ati6n ifin~quesle<t M .wl!itd 

adjustment for inflation. and we <1iS<!tJss.e-d the transition from rate ci1SC regulation to PBRl t In d J 1 t) 

our adoption of this P~R. we will hllow Edison's to appJy its-'update'rulb Of GPI~X to obtain f11 ,:;~~b 

rates effcclhie January,h:1997,'fol iloIigenetatibh tates'~ffecllve in; I 997!iHnits PBR?~riA ·'Oiliru 

- 24 ~~ -



A.93.12-029.1.94.0-I.003 COMIDWFIIIMD' ltrlln'/'II(1\tI.O') (nn rD f i"! I .I.,~(),~ l·f.PI. 

ApptiC'ation, Edisonteqilested ~ rtwc!nuc PB~ which lnchidM both"thfs upda(e rule and a'j,i['ilWI ) 
, " 

customer gro\\1h ~djm{ment.'i\V~'Me dot adopting a're\'e{l~ PBR aI1d although P.di~on has"Ii()'J!i 

experienced customer growth. we will not allow Edison to add a customer growth allo\Va~ to')1I 

its base revenue requiremehlp ,}t,} tlfl) I )H <Jil.H Ii .,i 1I ... .lfI,)'; noZ I liil; II ,)I I J;) 101 I. )II~ H t J I 

D.S R~tes tor Dis(ribpilon Base Re\~epue Requirement :(;, }f~ I( I "j hI J, !'1' ,1" ; (I I 

r'Jlif:V,{fo'tn6\;e fr"om'a nongenerationfBR to a distribution PBR teq\.!ites the ilr; 1:'W.'.\fi(,f! 

separation of hon"generaiiQn ratebase and (evtnue requirernent iritd(ransmissj6rt and If!; ~I!jILh,fP') 

distribution which \ViII occur ooth at FERC an<J hei~.q In Otder 88$j FERC (stablis)led sevcny, if> 

criteria 'for the fu'n'cfiona1 stpru:3IiOn" Q.f(.transnU~ionand distribution coil\ponebts.t.fn its FERC!')~ 

filing maCJe on 'ApriI29~11~6~'Edisoh requ¢~tea that FER0d_eclare Ir,ansmlssion facilities ~h'.''jb 

those cairying \'oUages 230k\~/{I\Ve expeCt that FERC Will te.spond M,'this reqUest ~\rith 3YJi'iy)h 

declaratoi)' order later this year~l 'A(ter that .. \\"e expect that 'e~ch utility will file 'a IransritiSsioh ') II f; 

rate case \I,ith FER~ for approValo{ its "oped at~eSs transmissioh tariffs an'd thal e~ch utility ;'Yjd 1/ _ 

will ha\;e filM a distribution· PBR ~re at this Commission or m6dify bto\lder pBRsin pJace~ iii;')) 

Consequently. thi.s Commission will consider each distribution PBR while FERG tonsidtfs' (h~l i) 

cornpaniQn transinissi6n ratt"caSe.,·~ For Edison; we decide most issues' fdriisdisltibution PBR 

j)'1:J,:,L1FERC approval of these tariffs sliovJd occUfwell, beforc,JaJiuary It' 1998,. to'p,~ ')'// 

meet the pJanned start date of the ISO. Moreover. FERC's approval of the supporting rat"ebaSi ri 1/ 

and revenue requirement should 8.1SO·~UI well befottiJanuaiyJ J;t 1998;.whitb will allow:lloi'i t JI 

Edison. PO&E aqd SDO&B to Co.~plete their distribution PPR filing! he'ceJ FERO's approval 

of the tattbA.Se and te\JeQ"ue requirement (or transmission will help us make a fln3J I i 101 HI "[!l PIli.' )I~ 

determination of the initial :value o( the 'disl!\butioIi rateoase afid tevenue (equiremehl foi"e;lch' 1110 

utility. Abselif'cOOrdination l*t\veen" FERC and thiS CoIl1I1J:ission~thjs~epArc}tion of the: ):;n ') {')!f.t 

nongeneration revenue, requirement could produce dupJication or omissions. With 
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coordination. \\'c'expect that this sepatalion )vil\ ~ur!~\'tn. befott Januruy lH998J in ordef C6:1flG 

allow (or:impl~mentation on t~ar date.' 0/1 '.cd ','niFJI '.m , >HI'1 'J)', I f, l'loh:~ ';/1 >,u[j,;;,j ,Lf/(")lil tl. 

Edison apparently proposes both an Initial and continua) coordination betw«n'oHr; 

transmission and distribution revenue requirement. In its rccent July 151,1996: AppUC'atton fori:> 

Unbundling and Generation PBRs,· EdHon propo~es 16 utat transmission ~a reV~r'lue credit 

against the nongt6eiation revenue requirement estabJBhed in t~j$ dtCision.) This revenu.cqedit,aJ 

con<:ept impliU th~1 Edison expects thal \\'e,\vill adopU.s Edison·s initial distriblllioil'ie\'enue .11'11 

requiremenfthe residual.between-nongeneration rt\'tnue reqOirep-!ent an4 the trailsmlssionlwtifJa 

re\"eque ffquitem{nt adOpted by FERQi'~fore.o\'etj thi~ fevenue.ctedirconcept alsO jmplies th.at Jil 

&lispn e~pe<:ts that-we. wilJ adopt a baJandJ1g .accQU"t which .\vill contin~,eJo .buf(~rl 'j~rl!liJl;i~dlf~ 
fluctuati6ns in transnii~si6n ieyeI1ue\\,ith c.()rhpensaling ch,a,t?ges in di~trib\1ti6I1 rat~s/I'i nuqni 10 

If~, iii,'! r :Su;ch ~ompen~atory r'lt~~se(ting blurs the judsdictionalline between FERC. aJ1~'J I!n 

this Cd,niIhission ~though i~ c!oul~ help simplify any subsequtnt te!classific~tion of di,striburio/l ;rli 

or transmissionl,Edison's revenuecfedi~ concept is consistent 'With Edison~s Applicatio_n (or it~bl 

nongeneration PBR. which requests 3: PBR based on revenue reqliiremeht; rather than fates;~an~ ·~I 

requests a conti~ualion of~RAMJ I In out decision t6day~we order a rate PBRi,not a revenue 

PBR; an!I \\:e. ordet elimination of ERA¥ ~alancjng accOUnt treatment (6r.b~e t:,evenue f1~ ~':;:li1'jb 
. 

requirefntnt.-"!Be~ause &lisph has no( yet filed its request ,with u~ (or a re,,!enue crtdit.!y,:eJ :;-luqni 

c. rrh~, Update R.ute: InQ~tion,.p,oqutthitf and CusfOiner. Gtimth i~;bf'i ":Oi1(I': 10 {\oi1.,-.-i!q/t,-; 

i' i Ii 1 'r f j :{n -this ~Soction .. we adopt OUr updat~ rule; pric~ less prodoctivily. (ora tate ~BR.hM; . 

Because it requ'tsls a resehtfe PBR; Edison requtsts a rule which "inchides an adjustr¢nt (ot) ~ WI 

prices. ptoduclivity and customer growth. \Ve accept Edison's request to use the CPl'as thel!) flf;J~ 

proxy (or the inflation change but we adopt a different rule for productivity. \Ve order an 
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annual u'se ofthJSuPdat~ rule (ollo\vil\g' Edison's proposed imptemct\tatIOl'l sc}ledule. n/)jjr,f1ib1UfI') 

Moreover. because we adopt a rate PBR, we review but do not AdoPt the customer grQwth'!-' '.'/fJ!/'; 

Ii I ,'" 1) ~,! i ,\Vith tespect 'ro jnf1atjO~~ Edison propo~es the use (Sf the CPI not beCause too CPI t J 

dil\.'ttly represents die cost of its inputs bui btCatIse'o\'crthe past decade tbeePI h~ tracktd the,~r., 

\VhoJesale Ptice'In<fc'xib \Vt'nott thai"che W~I includes ptictsot inputs ustd by all in(f,..s{rI~s~.!!O') 

not just too electric utility ir'tdustl)'41 i'(o establish an accurat~ inflation or'price index: for the 1\ iUp'.ll 

nongeneiatjon bu'siJ\~sS of the electrio utility Industry tclJ\Ji{e~'C6fuple"lif1g a study whicl1 groups I ':11 

substitutable inpIJts (e.g:'.' poles) and tlieidinding a inj1ation' index ,whiCh' reptesenlseacl} gioupih~i 

of inputs. No party ii,' this proceeding pres_eoted sus:h an itidustI)'-spedfic. price index,;, Ntw) j!)n 

complex' iSsUe' concerns an 'Mcutcite Inflation index: (91 'the oPPO~UI1ily cqst of capit"aI which 

includes its piite chilhge'as \\~ell a~ the.rehfm Qf an~ ie.hlin Q'n tapilal, paitjculitily one \vhich') __ iii. 

reflects any (liffer~pCe betv.;ten riitebase and econopUc depreciation rates as well 'as lime~;' i' n;, 111f) 

vaiying renewaltates' tor the capit~ stockii'Jl r;'J L :',"'{ 5H I'll: ;.)~ :;U,')] Ibid.'t ,}\ WI coi'>: !~:!')\iln:J 

')lif> 'j'l)l f;As patf'Ofthe mid:tenn re~iewJ we'Order Edison lb"complete a study:which~l~')Up'jl 
defines an ilJdustry-speCifi~ price 'indexJ which ,~t least prbf;6stS an index with three aggn!gate ~l Hil 

inputs: capita]! labor and materials; rAs part Qf this indexl ~ison \\1m pies~ntits pf6pOsal for ~}rJl 

current opportunity cost of capital. As part of this study, Edison wilJ sh6w t~e djfferenre in IOnIW) 

appli~ation of a price index· tb all CApital relafed cost$l"to its prO(X:lsed 'oplX>itunity'c9M o( capiU1 .:) 

and bhlY to th()se tapfta) 'costs qot subject, to long t~qn comrt)ifment at the beginhing of this 

PBR (e.g.) depteci,Ation and bOnds' whose 'nonUrtaJ cpmmilmeOt extends be),ond200I'as of the ~')n 

start of the PBR); ';;{; '.!I/Jr .. l l~';;~)Vil /r;o,jld Jq:-'_'~"-' '1'11 rlr lNjl~ 1')[1101'1)) Lii', '{Ji'liJ';!J!JfJ1il.<:'}')il(1 

[l.~ 1;!J1<J -;/1/ .'01 li!-;.drJl'11'_11 ',lin }wJ1,;-nih f. lqoL~; ',}ll Iud "J.2JIGlb noil·:nn'i ~dJ 101 '{'-OJ'l 
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'i,-, '.i-,l) J:;~ USt! Of t~eConsumei Prke-Index (GPI) from the United S\ale~" mpartment of 

I~bot Bureal! of Laoot Statistic5~ (Blj.S)"provi~ a genera) and usually much I~ss coli(rq\,Ccsiall 

choke as ptoxy (or a utility'~ input prices;) [(In its testimony.' DRA holM tnat the CPI ~ontalns'l) 

an upw~d bias' of Q.25 (0 0.50 IJ~rcenf due to the BLS ~ measuremeht ptobJems.) , In -- D.89·lOt f.b 

031, we- adopted asimiJar index} the Gross DQmestic Ptice Deflator Index (GDP::-Dl),lJ\onhe j'ii[1 

CPl, as a r>roxy for the utility's inpu~'prices) ,Because ,both lMGDp,.PHmd the'<;PI measure}",!] 

aggiegattotilput pikd:tJieir ust) as input price proxles'Hrtplies'indusion-'o( an a.djustment(or j';./; 

expected aggregate pr04~cCivily as noted by b<>th' PRA aP<t Ed is6n) Ii 'their, \Vorkpapersi'J I 1~'()) fli 

HO\\'tver •. n6 party Pf1!Sente4 testimony which indiCal~ the size of thisadju.slment.t1ILll nr,fil ""A 

'J: il :1,1 ~rd, ,\Ve adopt the CPI as the inflAtion'or price index (6rbotJithe nOng~neratioh Md Ofl 

distri!mtion PBRs,;'";) '.)','1 :{rln:"!p',;inn~) ,i'I;f.fJ10i ')!r[ffliL:P/N gniilorn'Ji' '{liY;"':'?'JfI 1/\l! t'kll')!ni 

C.2 The Produdh'Uy l\1easu·~.'J1 '~li1r ;'~J:'Oil ~(}:I r,b 'jl/ .1')/~1i()H :{Ii IiI )[!l/H'l rr.i'n')~<Yl JiJuJ!~ 

8 iiI';:,: IluEdison'! studyoftQtal f~c!ot productivity for itsenlir~ (generation arid:li Ii! )[!L-{'I'1 
- . 

nongeneration). system presented inJI.s" J 995 TesJ Year G~neral Rate'Case',;.\'eritjed by DR-ll'1-:;h] 

through its 0\\71 independ~n{ analYSis. repoqed a valt.fe,o(,J A percent for't~ syste'rii. Edison's 

study-oUotal fa~(6r productivity for it! iiong~l'lefatio'n bt}-sine~s; presented in ,Edispn's r~\fj~ed"nh 

PBR Application in Augu~t., ,994, repo~e.<J'a value OfO.9·percent (or nongener~\ion.1!1q its;[{/I X 

re<:6inm~ndation for a yaJUe for ,X, f,dison then in~Jude4 a "stretch' (actor to'raise the value for 

system productivity fromL4 (,0,-1.8 and tooiiongen~iati()n valu~ ftom 0.9 to'1.4'perctriU!o ;(I)III~ 

f; J'Y);'~ ':: In its evaluation of/Edison's revised PBRApplica1ion{ DRA acceptt!d the result! ")). 

of EdisOil·S t~tallactor pr6d~llvity studies although DRA rioted that stIch studies refl~Ct both .(11'1 

statisticM and 'mOdel errOf~\vhere model errol, indude~ the as~umption that Edison has ~en " 11 'jf! 

operating efficientlY-U'As jildicate~ abO\'~1 Vo'e \\'outd p,refer to use an indusUfsfudy to s'erthel 1(}1 

proouctivity vatue but !>(>th:Ediso,n an~ DR1\ reti~d on a utilityspeeiflt study because'neither )'jUo'. 

could identjfYE~ illdustrY studY."-J)2it1 r. W) l),}"fA ~!Jk'l tJ~(.rl)1fI-?·fl,piJ}~1 :,lrJdr; 7i Ibi/l-'" IW,!')1':I'J 

,lii'J:Jl'lJ cO 10 1i:d:,,;1 'fbbH?' 
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!tI ),' _"" l1 t ,:Sc"hal pruties rocoIhmend VAlues for X whiCh meet their Policy 6bJecti\'e of 

IO\\'cring Edison'~ rates to,ward the national p.~erage.') 'J.BS 'P6fhCs oufthaf Edlsoh's prodL.tC1ivity J 

rose to 2% frOnl 1982(01995 find lh~t (roin 1985 to:' I 992j-tQtai T&D ~apital expepditl!res '.J');nr{) 

decreAst'd. {Edison con(ed~ that mOre recerirtJ\easur~s of Edis6n'$ hisloricaJ-pioducdvity arpl iH~ 

higher';but EdHo'I'I'cOtintcrs that this-frend 'is riot txpetted (0 continue into the (uture.;"JOint, ,I EO 

Parties' examination Of Edis6n's'O&M 'expenses (6r IraJ\s"1is.si~)(i, di,sttibutMn and_ cus~omer.I'I·) 

accounts (ot t~ period (rom '198'1101.992. show~d co~t te~uctions 6(2.9% .. \\'hJch yielded '~%,\'-; 

in cost redu(ljoJ)s w~n 'adding A&O eXPeftsesJ bUt \\'~ hole that tQCsee~pen~es repr~s~nt rl'luc~,'J 

less than haJ (the nOhgtheratio1'J revenu~ requirc'ments>l ;fltus,' these partieS p~~ent pnly partia1/' { 

noftotaJ, f~tor proouclivi(y ahal5-ses', (or rec~nt bur sJfort timo infervals. ~itb su-ch short time 

intervals not necessarily suppOrting sustainable forecasts. Conse.quently. we (aceUn~eitainty II! ih 

about potential producth'ity. Howeyer. we do not necessarily require a'pf~ge'forecas(,OCIT S:J 

productivity because our ptogressive net {eVenue sh¥ing policYJ dis~bs.sed beI6w~~will ~lIo',\' 

ratepayerstQ keej'ffiuch of the more achievable pr6dutlivilygaih;,.~r. ~?')111[' ,! -,{J ,lli',ihLY)':',ri1'[! 

(""Fil.1 ,\Ve r~coghiZt.Hhe rela~ionshlp betwe.e-n pr~uctivity and s),stell} fales in '/ <'Ii Ib,W'lill 

developing our pOlicy for a value, (01 the ptodudivity 91 X faCto!. ~iIfwe will. adopt a value fQl ul~ 

X which ptimarily refl~cts oui'as.sessI1}t-nfof achievable prQducUVitY.l,U""lll, iii n'-,i·~,:;jr(l(I/'i. .HWI 

,!:1 '.'!) I L I '.Irt the absence of an industrY study.' we D1ust i~ly substantHl.lIy on the finh-spedfio;l 

study of Edison.' Ho\vevei,1 we belieVe that EdisoD will disCover oppOrtunities for cost iFNf f1' 'Ae 

. redoctions as "they worle with eniplo)'fj~s oWl' the course' Of this' PBR;I!1Nrefore~ we adopt a 

productivitfmeasurewhich stait~ with a Value 9f L'2and'incr~ses byO.2petcei\t' a'yeat,(o{tJi! 10 

next two .years: (Thils}we'ordet productivity or X· values of I :'2, (or 1991 J' L4 (0/199&., and -1;6 ' [;! .... 

for 1999. through 2OQIl-'lbese value,s will apply 10 both the non'geheiAtion PBI{'and iW) ,ini1';1'Ylo 

success6r. the distribv'tion PBRr/ Q:..'er the fiy~ ,year pe·riOd.the proouctivit)"averages t:481;uho1'1 

percent which is above Edison's proposed value based on a his(ori~ value of 0.9 pectent and 'a ry) 

·stretch· (actor of 0.5 percent. 
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! ';'.J '_,':',1 J(&lHon can achle\:e'highet prod~tivjtYt then ouf net r~yen\le shariogi hl',);I /\HCf 

mechanism \VlII allow ratepay~rS to share much of Ihe ass5)Ciattd cost redUCli,Qn; Jot ~Xah1pr~; iL:l i 

Edison can achieve 3 percent productivity., then ratepayers will r~ei'\e_'\\'O:lhitds 9f 'bis. " ('V~ U'(l 

discuss the details of th~s example in tilt section on net rcren\l¢ _sharing.) Th4s, n~t.t¢\'enue· 

sharing gi\'es &tHon an irtcenth'e to achieve higher PtOdllcti"ity_.artd.gh·eHjlt~P3Y('~$.~ 1 .1J"IJ",'OU . 

substantial share ofthe cosJ r~ucti()nsJI ?Jdl -;n;H f\oi)f,1i!lj~fiO'~ '.1111 (I) ,,'/i)fnlmjh/. JIU'( .<1 

C.3The Costomer,GJ:owCh ~f~aSur¢:~ if)) ;.:.i:.iIIf'IW') 'Ai~:.·;:,h 'JI/ ,LoilY';% "irll nI 

,-,LLd'~C!i In D.89tl0-0~I':we·ad6pted a rat~ PBR;one:wbi~b~appJi~Jb~,uW~J~Hl)l~ f~(lInJnl 

priCe lesS prOductivity to taSt year's rates'tl) derh'e-next yeatrS ratf$dTp shJlPliJrJM:Jlw.o(tbts't-S 

update rule/we- actually apply the \lpdate rule a!'l-sorch¥ge oJ\-'h~J~",sJQmtr~$ hUl.:j; 1;.:1 kl\i IOftll!'; 

Howe\'er. Edison has applied for a revenue PBR. not ~ r~t¢ raRt .E.4i$(){l_appli~ -/II 
for a revenue PBR because Edison asked to retain the ERAM balancing account, wbi.~Jlm~~ t.<I 

that rates would reflect the PBR update nile an~ any.I~~' adjustmtnh i,A rey~(lue PBR 

applIest~ update tute to l~tyear·s bM--e'tate te\'enue r«luir~ment~iadds ~ adj\l~JJl1~n~ for th~rj'YJ 

cost' of custOmer growth and then tninslat~ thi.~ revtnut rtquirj!ment t() ~~t year's rates_ usipg ~ J ') 

forecast o(next)'w's sales/demand and custOplCrs.'ll\Vithout adding'tM t'leW.¢\l$tQmer L!l;,m 'J:! 

allowanc~ to the revenue' requirement; rates' decline in subsequent ye"!$ when the st~\ic,(tWti\ue Jon 

requiremerit is divided by the inccea'Sed'sales as~ociaftdwith c~~tomet gt~wth.· ~rh .'>!{i';"~ -:,rl\l)' nl 

"iil cTo develop the t6tal cost of customer gro\vth only requires Value.s tootle (» 'Jii: f )t:.:)l 

increnienfal cosfper customer and the e~peded number of new c.ustQm,ers setved i,n.!be: (II .J)~JUI!i 

following )'CaJ:..I\ As ail estimate of the expected fmmber.of new.c\lstomers~ we. }Yjll,ll.$e.tl~ rp<!~l iHl 

current historical value for customer growth. nOt a forecast va1ue. because customer growth J}A ii m 

tends to changc,slowly'arld because using this historical value ,wilt create les~_¢Qnttoversy than 

using a forecaSfl:Edison !tate{l t~a\ itllsed a'methOOolog)'presented in its ~adierORCsJ9.l)n'j}')hl 
develop its fOrecast of incremental nongenetalion cost of $779 for serving each new customer .. 
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DRA noted in it~'Tes(imony that Edison's &ytrage'cosl is $$14 pet customer,' bur aVerage cost 

includes hist(Xic=aldtpredati6n which Jags lncft?nental cost \\'}lCtl inp.ut price-oS rUe.! i NQ other r!)',m 

partY'pteseMtdevldeoce oil "6n~enfration incremental C<,st(;l J!!L~)I! 1n';iJ!'/j f. :'/~,'d,'; If".,') (!,p;/,d-

',:':',- \Ve'accept Edison'S Inttemental rost oC$779 (ot its cU,stomergto\\'th'allo\Variceifl '"it; 

However, bec~\ise we aread6Pting'a'tate FBR~ we,\vlll not include a customer a1lowance;'~ ~jilil/~tl.; 

D. PBR Adjustments to the NongeneraUon Base Rate Reno\Je Requlrenient '.;i~ rr,d! i;f!l:pdu? 

In this Section. we describe our pOlicies (or adjustinithenongeneiitioh base tale, ,~) 

revenu~ 'iequitemtnl \\'hith'\\'tad6p(~d in Soction B abo\'c.!'.Silch adjlHf~l'tt;facto~ include 

z-(ac(~ls (ot tJ~)(pwttd' tvents; modific~tj6~"of ERAM lot the ba1~cing act:6unt c611«tion' of j I lq 

authorized base fatt ttwtnue tequltemenl (Ai-BRit),' add other ~pecifi¢ ~c~ht exctusioris;l ')1i, !)"I U 

\Ye addresseadi Ih lunfbel6W, !/)rt ,~'HjI( ';'lIl)F/! I, l'J\ JJ'Ji[q'1!' n:!i nrJ/ild .Y;/:,./lOtf 

D.I 'ZaFadots!! .!I~r',":,,', \ili/I·,!,rf fI.A:-FI ~,,1l n i H:'1 0' f!}-);.e [jfl>itd 'Pcr"...>~.rf }fH'f ~,!)il,)iJJ f,l l)-1 

!Ui'{ \Ye'ttcognizethaf a utililY·s opel'ating environiTiel)t 3ild its costs'thahgeJ.'/ ;'':11,,) lui! e 
continlIoiJ'sly, oflcri (tut (0 bhexpiecttd e\'¢nts~ 'In D.89110-031" ",e r~coghited that un~x~ted ['1"1!; 

e\'tnts~' which we labelled Z.fclClorS, 'co.uJd lead to changes in the utilities" cbsts. spme of, which) I)) 

we would Want included in'the utilities', revenue requirements 'and some of which y:e would·· 1,'.;'-'101 

, not,,\Vett!«>gnize that unregul~ted fi.nns'in all indus(riesface unex~ted events; 'In re.spOnse()!k 

to some ewnts. the market dearing pric-ewill 'compensate for the cost of ttttSe t\'ents while in 'I! p':. I 

response to other'cvents theruarket price~\vill l10tt which means the linus J11ust absorb the 

impact. In NRP.i we de ,-eloped 'criteria t6 assess too nMu~ of. the event for its i~lusiod in lheJn:!i 

utility'S te\*enue! requitements and we selected inch.isibn ~riteria fosimulate the uhregulaJe}I illo III)', 

ill ,f! ~/['~',\Veadoptea pine c'riteria tvhich \\'e'\vUl bHepysummarite belQ~v.ohly for Ih 01 "bfl'JJ 

reference: bUt' fhhsuhunaiY does 'not repJ~~e'Hie c'riteria as deVe)opci:l and desctibed in ,-:'101 G ;Vli;>/J 
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D.94-06:0 11 JJ Fi()lJ the e\lerit dosing the cost n1uU tie, (xogenous Co the utility.' Stcond, the 

c\'cnf nlu~t ~cut flflet impJementatiot' of ttie PBRa \ ITJlird~ the utilitycannot ~()ntr61 th~ ~()sts.' 'f/') 

Fourth. the cps"ts are'not a'normal part of doing busine.ss,cJ Fifth,la eveht ~ff~cts the utility,]!!: ,Ih') 

disptop6rlio'nalely. Sixth, tqe PBR update rut~ I}lUSt not implicitly inc1dde th~cbst;.S~\'enlhIY"'jl 

the cost mlist ha\'e a majbr impac~ on'the"\Hility., Eighth; the Cost imtsatt mOM be niCasuiaMeJ!,':..b 

NJntttJtHe utility must iJkut the cost dasOhhblYJ f,·As 'ail 'e~ampJe 'of the appUcatiop' of these J dli J/ 

criteria, an increase in the price of potes Qr Ir3Jlsfpnners after'impJementation'o( thePBR cpuld 'I 

meet the slxdiferia of being exogenoUsltxternal (npt contfollabJe>,J uqique (to the"industry). 

measurabJe.reasonablY incurred aflet PBR implcmeil~~ti()[) bOt ''''ould ilot n~~SMily,m«tth~ I~ 

three criteria of havbig a m'ajQf impacl" n6! ~ing'a nornlal cost of busil'l~s's.; or nOt J>eing part ok:, , 

the PBRupdarerule (whicH inCludes a general inflation adjustment).I-S ~;lllo '!IVJl f; ?Ii I!';lll;'):li 

'oJJ , Edison proposed ~'!JfhpJifjed set of four criteria;1~ Edison 'apparently obj~ts I]; :..')! il 

primarily t6 the ~riteriori \Yhkh requires ihat the c\'ent affect the utility disptop6rtionately and .) ,.'\ 

cites the exampM l>f a Federal (AX law change which affects ~1l (im\SJ; (?o§t recovery r~~lati()n; ~" 

often alloivs a utility t6 raise its 'Iaf~ tOlecover sqch a co~ti( Ifo\\:e\~ert the: Z-faclor critenbn'im;; 1 

our PBR regUlation, recognizes ihat marJ,;el pIjces do'not necessarily allow Ul;uegulated firms tOf;; 

recoyer'the' fl}J.l effecfof suth \>road cost ch{lIlges like changes in the lax taw! lAS: an exampJe~ u,:.d 

the price in an unregulated market will not neces~arily adjusf (or· the fun effett of a l~ change Ifll! 

on real property or on corporate earnings. and shareholders of u l)iegula ted firms cOlIld, bear,!W):oi~; 

some of a tax' th.Ange < With"IM (aX, tr\cidence (or inip,!ctJ (Jepending op the'c.oinp!eK interaction 

of the supply and demand fot bOth-the .finn's outputs ail~ ils inpuls.r,';'Ve do understand the: IW,)f/1 

basis of Edison'scopcem an~hisai'(exampJe.i Y;'e would certainly consi~er the erEed (>,f S,"el)' {l(!fi 

substantial change in regvlatory law such as tl)e iratroductioh of a Federatval4e~addtd 'ta"'} l::~ Hi'll 
. 

However. we will not adopt Edisonts revised criteria, Instead. we will maintain the Z~facloi";k'jb 

criteria along the lines adopted in NRF. 



'od' ,! ,I.EI' ... In D\94·06"031 J wo fir~t applied the 'Criteria t!eScribed aoo\'ellIC\\'o declare Ih~"lJI 
c\'cnteligible (at Z.facto( tretlrnlentj~\\'e require ntal tntlIlitity incur n1~rethaJ\ tho threshold fIj I';) 

cost, afle(,\\'hicb \\"eappJy tho deductible to (6~ts'iocuriid, befQie we aHow tho utility loIJ .rllwo~1 

(<<o,ler any coM beyond the de4liCtiblo frl)m tatepa)'ers .. ' Edison has proposed a .threshold '\rtd i"iL 

dcdudible of ten million dollars.'" On the bthii haI)di DRA' has proposed,-a two-liec'deductlble 'AI 

with the fitsl (ier ·~f~O.l11i11iorl doUi\fsj which shar~h61ders bear completely,!atId a, second lief of;; . 
h('enty rililHonJ\vhich'tht ~hare~olders'and ratepayers splitl0'{ -tl) '}~.i;](1 ')1'11 ni '';'i,'j1Jtli flf' ,lii:JJin 

J~il;uhiliEdisotj als,o' propo'ses'a l\\'()-step pfOcess (or the t(~tm~.n{ of potential ilfac(6rs. j'jfll 

as pain')( its PBR ptoposa1.l1n the firSt s(ep~(Edis6f.l notifies (he Commissig'n·aboullh~Hi;lf!~1,' .. rll 

existt[\(~ :9( a potential z..factd"i'~\'entl Edison th~ri ~gins recq.rding)he a4~itiorial expen'ses Jmh 

incurred as a result of the Z·faetorevet\t in a i'h€mOlandWIJ acc6Ul\tlli In lhes&ond s{ep,IEdi~on'fJ 

files an applkation in W.hkh it s<!eks 'authorization to modify PBR teven.ues, to reflect (he 

Z·(OC(Qr ~\'tnt and tp r~co\'~fli (ela(ed memorandum account b.alanteJilThis filing incl~l'!!lil'l e 
teslimony ~ell!onst(atir1g that the proposed Z-faCtor ex..ceeds or ,vill ~xceedthe $10 ,million if! "'J ~ ;' .. 

threshold ainount, ind Edison's proposal for disposition or any. balance in the (Iltinorandum, Ii »)'10 

account) il Edis6nJequests 'that 'the Commission adopt, a quick procedu'ral schedule",with 1 }l H t I , WI 

hearings and an -AU proposed decisioI) within'lSO t;lays of the'filing of a Z-facfor application;(}}-)) 

unle~ a longer .schedult H'shown to be Qece~saryi since costS recorded in 3 ~morandum oi i'J ~iH 

f:r;jJ:;.l'J'i'i \Ve ildOpt the poJjcy un<teHying .Edisop·s first step.,which'separaJely' identifies the I~ 

potential Z-factor costs) Hd\\'e,'er~;\\;e- tequire Eqison (0 apply for Z-faelor treafJrlent i!\ it~! '. ,:;,1110 

annu.al filillg (or'latechariges,'w!tkh is coMistent witli p.94-06-011(mimeo.p:85).(andWe ~i;>IA 

will set thetZ·faetor procedufaHchedule'on a case by case basis,\vi!hou( P!e-de"telJ1lined Giff!f;PfJU') 

deadlines.1-S. :.df.r.ir.lnifullli"lI 'i'i, ,bf,'JPnl .f,in1in Ij'j(i/~l ,o;'H(I;.ild 1r{obf; Jon lli'li 'j'll ,rJP.:mnJl 

.:i}I~ ni hJlriCk l~I!jl ':iilJ ~no!!: ri1')lin 
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»,2 Modifltatlon:or ERAM (ot'the' Nohgthhation Di!e Riile Re\,th'de R~qtitrement 

II' ,] '.I:' f: j, In the Assigned COJnOlissionei Ruling whIch rC<1uired Edison to'file its'"dl il',')lll'..lJ 

nongeneration PBR. \\'C Mde(oo Edison ~d other prudes to' f)to{X)se pblicies for too con llnu ed ('( ( 

use of the Electric Revenue' Aiijustnient M&hanHrU' (EItAM) baJanCidg ace-dunlo l "'I'M ERi\M i : (J 

bal.-mcing accollrit a1lo\\'s ihc:tleClrlc uHlity lQ reco\'cf its'authoriz~ level of bMe- (ate re\'tfiOe1 (';J 

r~quircfntnt (ALBRR) wJien Actual Md expected (0(' forecast) sales diffet; thffreto\'eI)' OCCilfS,~b 

through a subseqiient year rate adjustment;: E(li~on propoSes'the oonth\uatlol'l of the ERA~fJt hu; 

account because'it state:s that, e}ih1inating it 'would tequire dt\'elbpil'lg poli~ies fot ~~ounts' other) 

ihan ALBRR. also co\'ered by the Energy Re\'enue AdjustOlelfi' Billing Fact6l' (ERABF)jl01I1JJ !Ii, 

1:-!fjl) 1; ,. ~As\i/e'hl\~e s't.ited ~bovel we pl~f~r PBR policies'whlcnernUlate'tlie effect o(the 

unregulated market il1'order ,to entourage the util i(y tomahage' its idtemaUj~tati()ns ~(f1cietitly.':f; 

In the untegulatM m3.r~el~.the·finn pl~t\S ah'd lrave!is (o'tneet'foroci\SJed $aleSl bulthe-fiflri's'(b-';:IJ 

revenue comes from actual $a1es:~which makes the finn {ace'the iincertaJn\y of sal~s ~,:; :" : d J !',,/C)J 

- -
fluctuations.' II'llhc er~tric utility business,t the utility mu~t plah its facilities and operalionS't6 1

' ;:11 

meet forecasted customer sales under approved reliability criteria, but ~vera1 dfectscan caUSe i -"I 

actual and forecaSt sales to diwtg~,9 Such -ef(ett~ 'range tron\' daily ,,,matioh' in le'mpetatu-{e/:'{ 1..(1 

which affects ai( condition'ing 'oad,'6t Jess' (rtquent, variation'ln local,econ()inl¢~on'ditions. to 

the long term dCttts from trends liki InCreased conservation'tffoik·IToo-EltMfoo.lartcingLi·iil'){l 

account,a1lows the umjt)' to recO\'erits ALBRR despite salts floCtuations 1due-{o the~e effeds,rili.'! 

/:1 \Ve6rdeiEdison to'de\'elop arid iI)clu<Iein ERAM 3J\ adjlist~l\ffot too iLd ,',iIOd,;" 

conservation' effect.s 6f DSM pt6grams; J \Ve order .EdBoh to \\'c)Ik with" other parties in tM ," 'j?rO J J 

DSM Ruleniiling OIRIO,U (1.91 ~08-002., ~~91 .. 08~3) to-develOp (01' impJethehtatioh' in YA't~ Ii u~ 

by Janmuy 1, 19"98. a mechanism which uses the mo~t curtentex~pOst mtasuterntht DSM i 10 )P;(I 

effc.cls t() adjust (or the impact of DSM through reduced sales on nongeneration base rate 

revenue requirement. 

. 
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I" ':'; )Ye pcder EdisonJO limit Itw:SCOl'¢ (Ift~ ERABF t(frUQVetbltly the differeMe ,(~ 

between the r~c()fde{f and aUlhoriz~ nongene.ration base "re\'~nu(ftequir~me'nt attributable to the 

DSM Il)e('hanisill dtscribed 1'lx)\'~".\ye may a~opFa nongeneration tatiffwhi<:"h recovers n10r9·'(o(( 
. . 

of fix~d costs thrQugh tixe~ cbarges which ~vill Jimillhe need (or {lRAM as a balandng ~('oont IJ 

to recowr base: Tilte re\'enue requirements;i 'Ve rerogni~e the polic}w/hich Wt adopled i~ our!' Ivi . 

dccisi()n, Q.96Jj8:02S~ . which alloWed 5hat~hoJders ~ ratepayers to share. Itt irtcttJ)lentaJ Sa1~S;l 
. . 

and wbe"r~.we slated .I.MI. r.~rro the.extent ap ()~'erall benchmark t$ needed in, the f\lIUr~ in~ jt'~!J(llih 

c()J)n~~iQn with these.disc01Jgt splts,the,Coptmlssion's:l1}ost r«erltly adopted sales (or~ast (or /fi 

all cust0l1.l..trs: should. be. use4/r. (p.60., mimt,p) \ 'JI.'WJI'JU '(::!1:-n~1 '.;.1I'<d b":lD/O·) filii; ,}I}HUA p'[h 

-:.dJil) J j.;n·J 'J\Veotdcr &lj$~n t() conlipuetO apply' the ~(>nctp( of the ERABRfot a1l other 

ac~~unts. which c:urreqtlyuse it.:andiV its~l11p'li~ceAd~!ce Letter.,we:ordei Edison to file~'IH"m 

mechanhrn (Qra.sur~harge. ilpplic;tbleto lhe bj]]s of MI ratepayers~to<appJy the ERAB,fto. 'fll fll 

coYer these accounts;~ ·,\Ve note that the size.of thIs sutcharge \Vii) :vAIy kss to. the <extent welfl ';'1) 1 e 
moye Joward .c~stoII1er iiild ·de·wand c~arges(~t.the (4)U.ectioil of rtWenuerequitetneill in Our4.!' ,fl 

perrnan~Jl.t .djslribu.tion .PBR.';. { < Li l ~il i 1 J ',:; ii [.1,;: h I 1,·:·/1 t1 i' J:; ]'; !;;! U ~ :J~ 'o? Loll i' ,! - i \j ! ::'" ;,')1fJi I CJ~" II 

D.3 Ex.d~lo~rr:Qm< the Nong~l'retatioli Di!Se Rate RevenUe l(equiremeJit ;. I; ,~j'jH;' k:; I f.lJ} y~ 

oJ ~jJrili,Edjsonhas req\le>t~dthatwtexctud<f.«rtain:accounts.from the scope ofits':i; if);lt 1/ 

nongen~r~tior) raR!" £dis(:m will exclude all generation related revenue re.qulr'ements consj}tent,riJ 

with OJ..lr guJdeUnes for. the definition of nongepetatio('l bASe rate revenue r~q\iirements adopted .'.! .."; . 
above. Edis.on wUl.<lJso,ex~lude_ the. ~\lJ)ts' in' speCial ~nt:tin\e amortita.tiohaccoOnls. 

However.,\Vh~rl} :SUCp ~~c;lu$iOn r~uire.s develop.rrlenl of roles whic.~ cxtend. beyond theilf:n:p f1!)") 

guideJio~ .a~QPt~d .abQY~i .w~. or~e:r Edison 10' tile-wptkpaperS which $ypport·sucJ) ~xcluslot .. ·a:s;7.0 

part Of il~ :«:()1)1pJiMco.Adv.i.ce 4Lter.'wJ-I):J} F'I!f1 'jill i )'[f {bid!! m;.in·~!;1:rl! fi .~0Q I , I ·(lslJi1f.l'{d 

~Jllil'P-Lrl f!l)ihl·:n:,~w;~I flO i':')ff~~ f,'j'JUb'JlI1glJl)idl tl.~Cl '10 }julfn! :,Jll0t"1"HlL" ot -.'1,';/11'1 
. . 
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:·unJ I '.1 ~)i EdisQIl shan relrun the'cu'f(tnt.one-waybaJancing·tl«~t'Il treatment for RD&[j:"'j[l1 

and DSf\1 aCcounts whith allows any'rtduclion tn' s~ndit\g tQ /low only to ratepa)Ws. Edison I tb:; 

shalJ nQt apply the update ruJe f';(CPI-X to tho reYeJ1u~ requir'tments·in the~e ~unt$:'i!11o :"1>:!f~ 

Edison shall exclude from the nQngeneration PBR the Hazaid6usSubslancd 'h 11 t[',-; 

Clcan-u'p Cost Reco\'ei)'and J!disoo's JA\V Emission Vehicle prograIl)s.l'/ i!n-I!l'! 

1 'V~ \\111 adopt ~json's 'fecoJ1l1.)1Chdatiol\ (of tpe'opening 6f a Cat Ci!trophk E.,ient ~"I 

Memorandum Ac~ouht (CeMA) to/ecord expenSes related to' a qualifying (ti~astet in a«6id))i '1ft 

with P.U.i CooeSoction 454.9 .. · Howe\'tt; \\"C expect that Edison wj}l'puisutfan efficient' "!-!;'J'J1fil 

strategy t9 mtni rriJiesuc,h' ~sts in~l11ding .the, purchase of insurance arid that Edison will'present ,'I' 
with its Conlpli3J}ce Advice Lett~t a report on'tM avaifability o,fsuch insu'rance'aS'part 6Htslou(;h 

pJan to'minimJzt'theexpeete-d Cost'6f seNi~ res'loration followil'lg a cataStr0l>hiC e\,:ent.,ill':"11.')LO 

iii .:',~!l :,.\Ve'willlilso not ~~e'pt Edison's request to exC1udeJjie'~ost ofptoJe.ctssubjett td'lI 

Section, 463.' which'tequi{es :t utility to submit to us for ievlew any plans for a project \vho:~e: P') t Ii 

expected cost 'excee'ds' 50 million dollars: 1 ,\Ve wilJ allow Edis9P to apPl9 (ot Z;.fa~tor treahriebt ("t 

fOf such projeCts if Edison can s]I6vJ tli~t the cost of such prOjects meets the'z.:f~J6rcti(hiai(';i!,:f 

but we will not apply the Z-(actof deductible. (II :\') I r .~} 

1,"'~ }l' ·J.il\~e"'wiU tequire Edison'toapply for ~factof treatment to:Addtess the levenue 

requirement impact of the fofmationof rle'W muniCipal 'utilities iri its'serViCe territory; btit~Wt If; :,! II 
will not ~PpJy the Z-faclor deduttibJeI:{') ;h~I [i :":1) ,C;;;)l 'i't 0, Q ;< L-:,y)l-'J '( II i~ i!f]f: 1, rfL') n!f1'HII Hi'> I i U ) 

E. CosH,t Capital and Capital Strudure ihi 1 ~J(li(lrl ~ i;,:d (\' 1'; 1iI:'?1~'1 ;:r,o '{d ~';'f,'>l)!li h!rHJif 

'I i ,:;!qitl::' In thisBe'cdon.,we preserit'6uf polici~sf6'r IhetoSl o( capital and 'capital stnktu'fe1fl '; 

under tho' interim ~BR o\Ye wi)) adopt Edi~n's proposaJfodt Trigget Mechan(sm'J but·We:WiIl'i:fJ 

set an erfeem"e'date in acoordil1a'ctd &st of capitalpt&ttding.l!bl ·{liIJP .... In\ill)!;Ilh! sffl l1i ~:iiF,jb 

E.I The ~ost'or C~pUal TrIgger AfechantsM ,;lni'Yl "ind 1)(1 in :':;f1t;lb Z')hlli 'JflJ ;1/:/:.01') ?In!'YI 

. OJH (JEdgonpJopo~eS tCHepJike 'participation il\the-annual Cost 6f<?apItal pf&eeditigI;/.') 

with<afi automctti¢ COst ofc·Apitaf",'Tngger, Mciliahi$m'J: i &fiSOi\' asks us'to'adopt this' Ttigget,n)l 'X[ 
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mechanism nol only to stt the auth!>rized retl!m on equity but tc) make a coiTespOhding re\'cnue 

adjustn1eht. _, Wt: \'fill aoopt the Trlggtr~Mech¥1isin to reMt t~e authorized return on the t4iJitf':;;; 

share of tl-.e nClflgeneratioh ratebase (or ~he purpose of adjti~ting the aUlhoriie~ retUr(\'qq equity, r!# 

and the benchmark of the ntlreVertuc'sharing ~hanistn;'l' ,11 ') d)l'; /II n.· fi,);ild 

Edison proposC§ to,sobstitute its rost'of capital f!Trigger ~~echanis-m'l (or .its 1',')0 

participation}n the annual <;05\ of Capital ptoceeding.'l,1n t~ annua) ~QSt ofGapltAJ 

procetdingi each utility ~ub!hjts \eslim6ny, :which w~ use along with 'updaJoo intertst rate ii,l',:rd I. 

forecasts to set the authorize~ 'tNum 01'1 C!quilyan4 the (o,al retum:on r~tebase'" In Edison·$ !Ilfli f/ 

Trigger ~fechanism~ &tHoh's authorized return 'on e~uiIY.\\'()u)d change by haJf the cbange J" a ,l! i' 

double'A'oond.indexvalue b~t only,,,,{hen'lhe lasl 12 mont~S,()(Ihis ihdex,'aWraged (rom) ;>li rill.'; 
. -

October through SePtember. sh(tw:a c(init".ative change 'of J 00 basis poin~ front its base :value.-' d'l 

\Vhcn Ih~S chang~ O<iCurs; it lriggtrs Edison's a~thorization to {lIe for an alJtc)mati~'jncrease in 

its equity tetumjL'T~is change ~~o resets the base value to most t«ent 12 'mpnth" average for the)~ 

bondindex.· In D.96-~QS~." we.apptc)\'~d a:wi)' similar mechahisn\forSOO~Ei filed after j-,}!.) 

EdisoV's,PBRApplication and ca1led,.th~ Market Index Capital Adjustment Mtchanisl)i "I d~,!! ... i'1)' 

(MICAM) ,'~:dIJ/)L'_b 1(,};'~1·\~ -"f, '({(I:I'; tonI/in ')'.'! !Iji) 

'" I,;, 1'.In QneofEdisonts examples. ilthe b~ wnd index,Valu'e Y/ere:'7 .. S percent and 

the a\'~rage c){ !he: Jasl12 ~lJlQnths irlcreased (0 ~.O percent (\vhicb likely "means that Jhe most 'J1 i!J 1">1 

current month substanliallyexceeds 9.0 percent). then Edison's authOrized return on e44i~Ylorr 11m 

would increase by 0.15 percent or 7 S basis points (haJf of the diffefenc~ belweeh 9.Q Md rJ .6) ,'J . ,.(. 

and,\~J:~~.seiQd~~I~alue »,o,uldJ~ reset to 9.0 percen,t;-I!,\Vith a.cJtange iIi Edison'scSxample if 

the.aYer~ge.(){~he b.ondjddex,y~pe t()nne Ias,t-l? months lnqeased onl110 8;4 percent, n"oh bk!iJ 

change in the authorized equity telun) ,would OfCU( ~ause too Trigger threshOld of IOOba~is l~; J')~ 

points excee4s tbe index change of 90 basi s points. HoWever; t~ c;QnJjn® Will} thiS. ,han&edIIT J ,::1 

exru;pple ... jf t~ bQi1~ {n~~ "tnell .c¢.olinues .tQinCre~_ejn t,he (~)}owing Ye¥_frpJJ\ 8:4 to 10.0 

percenfi Wo.tl» ~\Jlporizeshetutn WQuJd rise: by' I ~2-5 I1Ct~(~t.<Mjft~ ,diffetence between ,1O.O,lJi'U 
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and 7,·5) aM too base .reset to 10 ptr~erlt. To\'alj' thi$ las) e:<afuple.f It during the socond year;'):,f I. 

the bond index vWllO dedined (07.0 pc'rceht 'rather coill.inuing to rise to 10,0 peccent,. then ~l'.il i In:J 

Edison \'.'ou1d agail\ recei\'t.rto changt In its'authorilro equity return be~ause the cumulati\"c:!fJ(1i 

index' Value bad nbvtt rrtovtd in ~ne direction by more dian 1.0 p,ercent. wy;HUJi"VJ (,,) Ilwl'JI 

'til :';-(/1 l:~'ThO culrent cost of ~apitaJ prOCetding all6ws Commiss16li disCfeliop"aIid uses jlhlf; 

interest caie rot~a'st t6:stt the'ilUtMrized retu"mC;Sn equity whil~ in'cohflast Edison's proposal/irll 

relies on an automatic role and recent actual changes in interest rales. Edison's proposal aISOf;O n i 

buf(er$llie jflterest chAnge by only allo\vtng the authorized reCum'ort e<jiliJy to chahge by half 

the change: fn'the ~nd Index value: and 'only if the bond index value haschanged by more than,flfl 

t.O ·~(cent:. Relying'oh' a bond lf1dt~· is cons.istetlt with the 'tnru-ket~s vJew of reguJated util!ty ~'Iln 

slocks;dMoteQvet.1 thH tnte'test t~te butfering foCU~eSoQ loriger run thang'es in t~ interes't yat~."fh 

which stabilizts (~:aothoriltd tet\lm;:while the hutomattc'role'remo\'esJhe'regillatOl)'ln r:-;iJ 1'ui 

uncertainly il\'out cuWetlt dlseftlionM)! Cost of Capital pt~eedirjg. f;oildlni 1:,<it '.>\in,':;"::".11 fih ')'11 

.~: i! ~ '1; ~~ net impact of the Trigget Mechanism OJ) shareholders' arid rafepayers is (ni t:;!'In i 

undear~,;iIf\\le 6nlyas!un1e that ~hahgts to' a utility'!'authonled reJun\ rep~ents a}tero-sum',rfd· 

game betwetlf$n<UehoJdets'and ratepayers (i.e),; what"s gi\'en to'shareholders'is taken from ~ :hrill; 

ratepa}'~ls)f;thih 1M: impact on.ialepayeh is' unde¥., HOwe\"t'c,'. bOt}1. shareliQlders 'and 

rattpayets-bt:iie(it from gteater regulatory $lmj>licity,IIThe stabiliiing effect of the Trigger'coord: ') 

benefit EdiS6ri's'shareh6fde~ by decr~ASipg the long ruH systemati¢ rl~k ~f Edison's equity, a i t\()'l 

potential benefit\vhlcb tould M shared by rarepaye.l'ana.shareliolder J I( lh~ inOatioo: aqd t',-:'ffl jf);G 

interest rafts art:lhote likely t~ rise than fall-o\"e( the Hurati6n of (1)e l)lggei· Mechahis.mJ then <;')ill 

both the ~!utjal adJtistrritni tespon~e to Inteiest'r.ate-chariges and Uie J(lg ht the adjustment will ';h1 

benefit (aiepaj-ernnore tharnharelioldetsn \Ve'stt'net benefiJs't()'ratepa}"~tsftom' reg\dat6ryiJ LnG 

simplicitYahdJr6tn.$~~ntialIY IO~'e(tatet (Ii 'j~l~,:n:';li ~dl Huf '(fflO '(d ~;I-;')1')ni (ll 'OilJp') no mul,)l 

'{ij Ii 1iJ '.:1 lr.fBdOte accepting'the 'frigge( M~hanHh1~:\\'e 'm~texamine itslm'paet withiri iheoi'u 

PBR' as a whole. This requires examination' of the lelatlO{1ship betweenthe erfect of the.Triggetp') 
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Mechani~m and the e!(ect of the'<;Pl in Ihe'updat~ role:r . This ulxUte role applieS (0 Bdis~h'$ fJrl!~ 

entire nongtneratioq bMe rate revenye requircmenl.1This il¥o (ate t~\'Cl'Iu6 requirement Ln·yl 'Al 

indudes the relum'of (deprtdatfonl as ,weJl as the return 00 !atebase (bond interest lind the. if" ift:1 

return on equity), Because the up,date rote equals ,the di((eren(e bet\"'cen the: values of inflation, n i 

and proouctivity indices (CPI~X)jj th~ u~ate I)ltt. iocrc¥t.s \\;'itldnOation.; For the., purpose of 

this b.nalysis~ "Ie cahSet·aslde tho ptoduc!ivi~y adjustment l«ause itdoes nol (h~ge,with 1- '.I1')!ni 

't r !.d '~d ·.I?When appli~ to the base rate re\'cnue r~qujretne(lti ~'l. tnqease in Jbe\l~ato • ,/tlIJd 

rule inCreases t]le:vaJue of all ba.<e tate'compon:ents;li~Judhlg the'relUni ()tl'equhy.fJThe.~pdate_,dJ 

rule ~djtists'the 're!um on equity with the'most recent vaIueof iilf1atioI1J:wbicll.~~«:measl1re_wi\lJ).l 

the CPI in the update rul~.t, ,,:hiJe tbeJrigget MechM!Sm .rus()'adjustS:l® tetutn. on eq\lity,by ,~';01 ~ 

half the valt!e of t~ chahge in the Mnd index, which will cl)ange to refl«l expected jr\llati6J1 .. ir{ II 

\Ve do recognize thal inflation affeCts the~·tYlq measures-d~fferenlly; the .CfI ref1~ts 'r~cent \ ':'.,Ii IJ 

inflation and ,pe. bond index 'reflects expected inflatlon_', J~owe\'tr;' we aJ~() :r~()gnile that the 

bond market 'seems part,icularly stnsiliyc to. the, most r«'ent ~hailges bulle CPI,whkh iodicat¢L i U 

a link between recent inflation and'the (01Jn3Iioh ofexpect~ti9ns about futllre:inflati!ln~/I1'l1 '.;P~".j 
L·n AsHnple ed.mple\vjl) sh(Hv.the pOssiblere)a!iopshipbetw~ntbe.effe(t,9(tQe pF>1 

CPI in the ~pdate rule and t~.Trigger mechani~m;! In the. b~;),!,~., assull}¢ t~ equity finaqc~! '; 1 

pOrtion9ftpe ratebasecquA}s 3 billion ~ollars ~with ah ~qui(y.retuf!l'of300 mmiondoH<U'satan!~' 

assumed tquily rattof J 0 ~tceht (ot sifnp1icity.~ Assu~ 'also that ~lIrteot t~flatioiLasA fr,il!lJZ(J<l 

measured bylOO CPI ri~s_by3 percent and that the oohd.fficukel e~pe,ts, thls,~eJ1~ojnOaHQn)l'jtlij 

rate wil) continueJndefinit~h':which. in this example.' increases tOO p13flc¢l~S Jltit(ty hOnd JaJ¢; {il't" 

and th~ oondjndex t(d 3 pefcent(,Ayear later. the~Ttiggef:lM.ch:mism allows the .a.\llhqtiz~ ibn''jli 

return on ~uity to increase by only half the increase in the.bond iI1d~~().rtlSO,ba.sJs:pQint~Jbi!qfjli~ 

which is'likely ha)f the increase expected t9.dear tbe:(qui!y':I))'-~ketobe~~\lS~JrJi,(UJiOJlally utility 

equity)rtarktlHradCchadges in l~ qlility bohd m~ket~oilt:I1ifl1o:,) ;.'JlilJp'Jl ~i,IT .-:..foriu fl u; 51fI<J 

- 39,Y .• 



:;,jJ k" (1!;;,Thusl themark"el ex'peels an fntre~e of9O n\lllion-doU~s at'll percent but the 

utilily~ecei\'es'bnly ~h incre~e'of 45 million dollars becaust the aUthorik<l relumdhly tiUs is') 

II,S pe.tcept.rAt tht same tiiilethe. indease IJlthe ePJ {ncr,eases toe attlQufl\ \vhlth the ulalitYDll. 

recovers from the 300 million in the ,,'quity rdum portion of re\'¢nU(rrequiten~nts li~;3 -p¢tc(n\.:·l 

from 300 tb 309 million.>: ((, M $S~ufuedil'l th~ txaIiipJe;,!inflation'stays ~t,3 pe~tenl.then the -

utility will contiIlue to rt(ti\'ci(}creaSes-iil the re\'enue r~quli~me-Ms (r9Jh 309 (6"31810328'(0'111. 

33710348 tnilUol) d611Ais ill th'b $ubsequt!nt )'eafs/·T.he \lriJjlf<vjJI,tea~Jnhe'lJ petcent tatci)iHlfJ 

retun1requir~d In the equity market In les~ tharlS )'tMs:J!As.lilflation ahd interest rattnis't!'this,n 

lime decline!' soibewharbut_tven'with An' increAse 'n't}{e'eN of 6 -PetCent the lii)\t lsonty-aboo(l~l 

4.5 years. In the meantime~ the utility will flOl tcco"et abopt 90 mUll on-dollars; hMf ft6th the!': ;(J! 

year delay in the'implementatiQn-of the Trigtet 'aHdhalf tht6ugh the dela}'ed'effeCt 'of the 

increase in the application'of tii~ CPI to' tbe equjtY' portion ofthe i'twerluti -requirement!:! of-a · . ..-Ird 

course. the impact of this delay on the utility i$ syn\trlettid Md ~nefits the \hilitywhefl iiltefe~t :;') 

rates and the market return on equity decline. ';W /,;!;[:'Ulj~ d:'!f,l l.<i1!,--wn (lJ 'j'JiLLi () Jw,i ':lin,,!: 

'1'; ~ -Jr. 'Ve-adoPt' the Trigger ih~charilsm becaUse it_ simplifieS' regtilati6n:1 Rattpa)'cts,'1 t; Ifl 

can only be wbr~ offj ) if contrcity to rraditioo .. the C1iange In the interesf rate \vhlth-dtMnhe'lI)'Yn 

utility bohd ma,dte,t 'subs tanti.al Iy' exceeds 1M change ih telutl\Whith-dear~-tht utilifytquit}kfJ '"IN 

market. "Ifhe 'frigger mechanism can benefit tatepayer~'ff -iilt~rest rateS -ate mOre HlCely'td 'rise diP, 

'Ve will de-eide the implementation date (or the Trigger ifia:c~tair\ated cost 'Of ~,:1 

capital proceeding. In i(s-coinPliance:Ad\ticeLetier.!Edisor'ih'l\lstselfXta:specifici'~bubte A 

bond index for its rrrigger rnechanism11\Ve will A~ce'PI Ail index: that shows' stability- itf'd) 7.:'U fin')1 

composition:! has nOt oVeH:eacted '(3 thanges -in aCtual Infla\iofl and include's' 6thet{rH~~tatM ,d)H.I 

utilities which -ar~ reprHehlative'Of the existing industry-and (eprt$elttati\'~ ofstnlCturAl ~lSiilfbf1~J 

changes likely to face Edison during electric restructuring. In its annual report. Edison should 

track the monthly composition of this index. 
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~,dl Jj,d IO'J\Vep!m~in cotKemed aboUt (he interaction aboU.ltheTrigger MechAhlsm and the 

CPl., \V~ \yiII require Edison to show in its tnid;retm reView'that the Joint eff~l of the Trigger:il,) 

Mec~Mbm and the CPI provide an appropriate compensation rot Edison's return On equitYil "t. .11 

E.Z Capl.ta1 ~(rudure Flexibility :,,1111 ii('!; ""1 n H':~'I 'Oiup AI! IIi n:iil!l'i1 (1<:Jf : :,) p""ll i)'j/"-Y)i 

-,·:il l,);h ,EdiSOI} tequ~ts that we aBo\\' ,it complete flexibHity to·change'its capital! I !fIr, IIlf))) 

Slru~tute: f).Ve: willfl6t'adopl Edison's r!!quest ~aust it could expose the ratepayer to II i ~I '( Jilll!J 

unnece$Sary risk.; We will adopt D~Ns proposal in itstcs,tiJMny (Qr ]imittd ('apila) stnltlute \" U 

flexibility.which aJlo'NS Edison to:vary the shai~ 'of debt of e<iuit~by Jl~nloJe than 5 perfent J 1 f) J)l 

(rom the Jkrcenlagoa\lth<>rized,ir. tqe: 1997 Cost of<?apital pr¢C(eQing~.adjusted for the shale of,;1 

total r~t~p.ase WhJc:h is allocated (n1ongehetatioo,as of lanu~lt' 1991~!Ilill!f':.rn ':>ch fI[ ,"il~'.J< (.t, 

. '.dt l(~\V~Wjl) ilUOW onlyH~nited f1~xibilityJ!lJ!A'sohts_cjlpilaJ slrucr*e,becau~,\h~J FJ( 

ha\·e n<)t develo~d,drfioilive guidelines for seltlng p.n optimaJeapiial sln!¢[ure i.Il; out Cost Ofl "Ali 

Capit,~,j>f~e~in~s"i\Ve have nO:' 'deyeloped IhC¥ gu!delinesbeca\!se\\"e have not foceived'-IIJo)) 

sufficient evidence to construct such guidelines. \Ve have. rec~i\'~ evidence ,whiCh indicAtes, W; I 

that fin~i~J _ru.l;tlySt$ ptiWiirily \1~ judgment. rather thart definil!xe guideliQeS. (ei develop 

recOI11melld,HtoM 'CO adjus~ capital $~lUI~., \Ve do,not .object t<). the reliatlc¢'on judgment, but [",") 

we beli,~y.Yj~b<tt w~shQu1d jm~limHs_QnEdj~on's disnetionw¥hjudgment plays such a '(lifiIU 

substantia.) f91¢,~ ,As ~ simple _~~ample: of the tyP,e .of c_\;ent We want to aVoid. w~ ~d("hot \Vant to' [11 

authorize unlimited flexibility in capita1 structure which could alJo\v a highly Jeveraged buyoutvdJ 

E.3 Ne.t ~~):~n",e Sh,3rlng; L~,?,ilT -::-ll :,)', :":,1) f;{)il,.)I1~·[{l")!(III!i ' .. ..iJ : [;!'j' .. b lIi'u rJW . 

t. ·/i1!J~i_s.Qn p~oPQS:C:~ Ji.oel ,r:ev~nue$lJaring:me~hatli5m b~d on lolal system~f01(1 jeJiclcJ 

revenues (ge,~~(~Ji!:>I) Jln~ n_4pge~r~tiQJl) .and ,ht.liJt around tl benchmark Of.l~ tota1 :retum oni' I) [;<:',< J 

cateb~~,wi1tl.~1)~~h91def~ 1~dviIlg ~I ga,ip$_Q{ JQS$¢S,UP tQJ50basis pOints around the·jli~/)f!fIIn') 

benchmark: r.~t,1}m .~nd ~I)w.ng ~\I;iJly gain~ ~r J()S$tt~be(ween·l60 and 300 b~is points· with Ii}; lim 
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ratepay~rsn UJ\d~r its) proposal; 'shareholders Ufeh'() t~' more achievable gains or losses. 

FAison nlso,teqbes\s tM right to-apPly foran adjustment oflhe PB{{dncJuding' t\efre\'fnuel ';'1ni()f1 

sharing. when j(~ "ieturif falls 300 OOsis pOints below the b¢Qch;mar~; Edison \,'ouI4 allc)w an' -:..! id.'l 

intervention if its return rises 300 basis·tK>idlS aboVe the be,!chmark:~rti \1 if,.. ILid:1 pi bn,.d Ell\) tL',') 

\11 ,hl!,!r-O':in co'fltrast., we adopt a'nel revehue sharing mech"llism bas«i on hongenerAti6n'tir.nl· 

rewmies-, i\ot tota) revenues; ~d built Mound a benchmark M the aU,th9rized tetum on eqUity,'1 <;.;:!J 

not return oIfialebMe;iThe nt( rc\'ehue 'shari(lg mechanHm must ehcompass the s~~scppe ofOOt 

revenues and costs as the PBR itse1(;l,\Ve have Identified 'a separate! n()()generari()n're~'enue) ;-In!'/l 

req'uireineht and the separation of revenU6 between ged,<\raUOfi 'and nongehetati6n !liould follow 

this divi~ion of I.!~ revenue re4uirerrieQ,t bet)\'CeO' generatiOn and nongeneration.:rThi,s re\'enue):.ri 

separ~ti6fi Ihfo gen~ritiorfand noogeperation.is.feasible bec<1use rate§ n6\v'inctude ~ shale 'F; ,fJ'J)Of 

attributable to (olal b~e'feV~nue fequiteinentL\Vhen \\'e approve sePatatio'r!.Of nongeheratiphfut)ll 

into tran~m,ission and distribtition~ the n~tYe\~~nue shMing Will be based on' distribution I, 1')( 1.
11 )j.~ 1 

,;,11 ~J; d;!!; As we ltA\'~ described above. IhMfrigger n\echapisI1! \viH upda~e the authorized Ofl 

benchmark return,'! \Ve 6tdd Edison to'use tlte authorized equity return 6n.rafebase,'nol ,he-i,d onto 

total return, t6 define the benchmark. As a part of our unbundling proceeding Jh el~trio >'Jl.fJ l'! ':i II 

restructuring hnd \yith coordination in the cost Of ~apital pfOcetding~- we intend to Mder separa~e 

and distincfauthorizoo equity rctu,rns for the gC'nerationi tr~sinission. apd distribution fr. n')!~'!J )'ih 

operati.onsJ. Under 'Our sharing mocllani~in.' shareholders receiye. all the gains and .losses. up 'l~' 1-.,01'1 

~o basis-pOint~ aroun.d thc'bepeJimark, Which \\/e call the inner barl4ifl By mJgrlingii;g '~li-{il.i:II/)1ft 

shareholders the resp6nsibUity IOf.all gains and losseS \\rithiri the innet ban'd;.weinJe{ld to-:,ril J\';1.1 1/ 

assign' them the gains and l.oSses assOci;lted with rpuline operatibnrr For exampl~;we ipiend ~hal rJ') 

this internal band in~lude' the~U~(ahtial 50art bf t1"\e; revenue .fluttuatiotl due (9 'sl1orl fi\n I ,'){'1 r11f; n 

temperaWre. baSed sales fltictuatioHs,fl 0[2: 1t}(,111~ l'Jilf}(Il i wJi1lirn r)( I ~? '10 J n "m:'11 iiJV11 'jIJII,) , 'J1 ')lr,l 
. ' 
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rj', Our mecbarlism has a Iransitibil a( 50 basj~ pointsJ,netwe~n ~O and 300 baSisFl Jj.; 1 

points the sharehol~r"$h.ire c)tgatbs 6rI6-sSesrise~·continuo~sly. (rom 2.5 thiouth Jpo petcent ;ikl 

while the ratepa}'h share c<.rfespondingly'and coritirtuou's)y declines (r6hf7S to 0 perccl\t{ ,\Ve 1( [f~ 

call this band in which sharing Occurs. ,1M middle band,;,\Yithin'ihese imler and middle bands l.,'[/i 

from Ihe benchmark to:3oo basis poInts.' lh,e 'shareholder receives, a'little more than two-thirds of 

the ne~ re}'enue and the ratepayer a little less than (me-third.- The'sbareholde,rs reCeive all gains 0"'J1 

300 basj~ points abo"e the,benchmark and remain re.}pon~ibJe (or all losses beJO\v-300 basis))l !;,n 

points (rom the berithm~. and we ~alJ this b1md'lhe outei t;aJid"1i ~IJ'I ·.,ii) h; IbJ) 'dl'; ... :;!filj'/~l 

Nol!r;l J,! w\Ve have ChOJeR the 75n5 split ~t the traJ\siti6n (rom the inn~r to the middle bail4'Jl 

because it represents'~ comp.romise beh"een as~igning all gains 6tJosses to ratepa}'crs.'a .splii'oflfll 

10010, and assigning half the gains or losse.s to ratep3.yers .. a spJlt of,S0J50.,):A split,of 10010 t.H>li" 

would provide,no niarginaJ i~entive (9,the shareholder white ~ split of fI0J50\v6uld reduce the'll);; 

ratepayer share of both inntr and middle ~ahdsto only 20 perc~nt which means the ratepayerll Or;lf 

receives little ofthe productivity gains. 'Ve have chosen to start the outer band at 300 basis·UiI) 1"1 

points because the prO<luClivity required (0 re.~ch'tbe outer band {s nearly.4 percent. adding the 

300 basis'points (0:120 poinls .. whi~h \$ lhe ratebase equivalent of tad 160 baSis points used (o(;\1/i 
. , 

~.~. ".'i~·~ 1', 'The effect 6fshaVrig forthy ratepayer is bes"re~leaJed by an exampJe;\ In,lhell ~U11"';1 

discussion above cOnceining produdivity; we describfd an example wperp if Edison achie\'es a 1,'[I,~ , 

producHxity 0(.3 'pen:enl~ tl]eo'ratepayers wiH 'receive he~ly'2 pereen! or ty"o~thirds of thisoiJ;, l)ol0 

productivity gai[V' InJhis e.xampJeiassunie ail X value (or7productivity,o( 1.6 percent.1 all qf·ihd Or. 

which the ratepayer receive! because the benchmaJk:retu~' iI!cOtpOiat~sthe X'yaIue:fJ n'Yfj!o(bl;;d~ 

Consequently, ratepayers and shareholders share prOductivity above 1.6 ~rtentl :wjtich.in this 1i.?n; 

example. equalslA percentoThcllA 'I>etcent applied to Edis6n~s pfoposed f:Ionge'n~ratio'n baser i>iff' 

ra"te revenue requirement of $2156 million implies about $30 million which equals aboUt 1106 ~iifl,)! . , 

basis points gh'en Edison's proposed n,ongeneration jurisdictional ratebase of $2865 million. 
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or this' 106 basis p6ii\tsi sharehOldtr~ te(e1\'~ ~O basis pointsJ(om th~'-innei band whl1c' I l"i '(1<I'l f ' 

ratepayers artdsltar!!llOJders sPlit the rcm'ail'lirig 56 basiS pdInts)! : On' an 3,(lcr-tlf basl$ill :"l,AfI .. Ii.,) . 
ratepayers receive 33 basis points 6n t!itebase ?( 421>asis points o'n 're"enue·(~q~irement.,vhkh '/':11 

when combihed with the: 160 bli$is poInts (rOm 'th~e'X yaJue equats.2.0 per\!ent:- ru .-' 'jil -{Al ~!:,r!·'.1'lj 

Several parties call this variable sharing progressive sharing ~tause the\.uililytS<Pl 

share rises with its earned return which should gi<'c tHe utility'dn iocehti"~ (0 acl}te\'egreatto? ::1 

productivitYJ'~ QRAaJld 'the Joint Parties both" ptop,OSC progres~h'e shaiing~In'tohtrast. parties 

('aU Edison's sharing ptoposal regrt!.Sj\·e because the utility's shafiHleclines~with it~ eamedwlfW') 

retur'n/lr As Yif5 have. indicaUd aooye, \loe :want to adopJ a' fBR which emulates the tnaiket and i IJVJl 

we conch.lde that progressive sharipg {~stmb]es \he market out~6fue more clQsety thait tl}eil/)'''-;')Yl 

regressiveshiifing recommended by Edis6n.'!Li~1 ~,;f:'J ,)!'.1 Iff1n ilit f,lJ 1)LfI~] ... :.oj})'~Ld:) '{J)!t~ b~'~ 

Moreover, we haye designed our net i~venue sharing mechanism to comple~nllofll 
OUt update rule whicta includes productivity values which increase 6ver the ~iiiati6h t1f tlie PBRJ:I 

In selecting prQducliVily _vaJues, ,\\'e recognize that we ate uncertain ah9ut ,the exact value for 

achieva~le pcgducti\'ity.r; \V~ han~ designed our progfessive n.,et revenue sliarinz- mechanism to <,)'11 

re\'eaJ achie}'able and permanent p(oduct!vily,gain~ ove(tJitfduraU6NOf tHe PJ3R.r~is'will: li;t) fll 

balance the interests of the rateparei.!sharehol~ei' ~d eJhployee. LUD '<Jilidul:'l ')'~ili'.· '.)" in}-,,-, t' d J 

:.:: ::-: : :, •. 1, ., -;'-:'; r '.'! {'it LH~, ;, i;;r'i 1>::;1;'1':1-';;"1 (be,') '//:1 HI b,:; /,,>1(1 .fl.))ild - . 

'To cakulate-the'4Z basis WinlS requires fiist lindipg tJie highest Mttr-rax:tatepaye/H icj!~iI)l 
-share S of ~el re\'enue. R I?jven a tOtal c01P9,rate lax rate I of 4~ ~fcent frQro (I~_n 7rS\fI .. t\ = . 
O 25

'1, 'jl~f,'~' '.'1 ')'/.1 .~ pdl;'(J 'y,,'(I)~ if} 'J,-ll, jurnUljW: nntlt~ ftilJ 9, In'V '-:dTllfJI.J.JiIlJi1.1}1. :1<':'>-_·/j~Dm 
. S. WniC Implies aIter-lax snares 01 M percent lor ratepayers r J an "/,1 percent 10 . 

sharehOlders (sh); second, finding the rate at which the ratepayer share declines' ((o'ffi!hisi'I'JI :'l~):h 
maximum over the middle band range of 250 basis ooints w.hi~h is a declip~ of .21i refcenl (dp) 
r t,q,' i~'.l[J;>f'JOl !':;l (l':~ ':,ilJ ~nIL"') vJ'lj01'. ')ln~ i'd"~' Jq-h,,,·)r. 'dr":'.(~:t()I'1 } -1.,,1'1:.11 nT,-
lor eacn OasiS POlO Increase In ne re\'cnue; thUd, lin 109 t e mt -po nt 0 tne Incremental return 
of 56 basis ~htf~,y.:hich'ljesab<i\'etheSO basis p6intitl!)er band (ib)'6t~~Whi(;h-i$ c).6(56) '+!50'ot:nJ 
78 basis p6ints; fourth, finding the afler-tax ratepayer share. which correspOnds to this 78 basis 
point. which is rh - dp(Jg-ib) = 56.9 percent: fifth. calculating the ratepayer share as the prOduct 
of 56.9 and 56 basis points or 31.8 basis points; and sixth translating thiS back to a revenue 
requ irement basis by applying the ratio of rate base to revenue requirement or 286512156 which 
yields 42 basis -pOints. This example contains simp1ifying assumptions. 

- 44-- cl, . 
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To recognize the uncertainty oC the e((cd of the PDR. we will aBow Edison to 

apply Cor re;consideratiQn oftbe net re\'citUF sharing and the PBR ptognin\-If its,earned tetumllO 

Calls more ttlan 600 basis'pOints beloW,I~ benchhlarkand requite:&\ison l~ appliif,its earn.e~')t';l 

retum rises abote' 6pObasis points abOv~ the beochmarkh \Ve have selected the·se v~ues 1 '.1 (HP!io I 

occause they lie suostantially be)'~nd. the range~of the,current apd pCQspecth'e (elurilS foti fif;) /I'd 1/ 

regula,~edeJeClricutilitie~ilj III!} 'J li;...-)1:ji),'1 ;!ili1!;if l )!f!r;l ;,~ I ;1111 Iff,.J ?:.jl !Vi If,i·J"';~~ 

F. Senfcf'J'!'afely and Customer S~tlsractfbn ~ffMures aLliltll fllflbl hJ1W::l di rlJj'1I r)/Il :,;,uf.-: 

~ '.Jj J i VI .1~f.)1 In Ihis Srclior\; we pre~nt .Our poli~its for ~rvice reliability, sAfelY an~ i I iJ ) 1.1 L.");rl 

customer satisfaction for iHe PBR. r In (riiditionaJ rate case regulatjonl,we jldop, a re"Cllue i' ii/I IlJ;')­

requirement but w~'a1so review the uliliffs ~rformance in thegerleiaJ rate case- arid in rtlated uj:ll 

proceedings to en~bfe that the utiJity continues to'provide appr9priale seivice~an<J to me~t healthm 

and safety o~jectives. Under traditional rate case regu1atioii.'ou(r~vlew has often, emphasiitd '1~1 'j I 

more quaJit~tive nleastires'and \'!.'6 ha\'e not rdied on incentjves; ')rd ',.or: ,l':1',(u\011. 

,f'f '::d,; I Edison: propbseS to use two measures of ~ustoIher serVice (eliability,,',One: .I~),:,;> oJ 

measures the duratiQn' ofservke outage and lh€!ot~er nieasQres'the freqUency 'of ()ldag~:,~dt;l:}jd ~<, 

In ourServiceQua1ity~On (On.95·0t:-OJS), we havc,r~cogniied that these tw6 measures' (i J; !r,',I'JI 

characterize service reliability and we ,a{e.de\·eJoping'standaIdiz~ mtasutes:o ?'FJ]'.I 1i1i 'AI ')'~ildd 

Edison. DRA and mEW each presented initiaJ and revised proposals for Service· 

reliability ~nGenth:es--1These re~ised pryt>Osals appeared, in .theirjpiilt Exhibif?B and'each"! 

incl~d~~{ (lJJ1(J \Ht~h\i~};?f6t Hie )duYad(jh laf..'d' ir¢qtl€d'f-'~~ ~n~pvj'6e'~bt~lli~~f\~6\~itl }gvU~1d~ 
[.)1 li"'jw/I (\ h;l'~ (ril) "'1'J'(Up~:,1 ~(jl 1[1))I:"'{ {:..to ;:-'")1i:rP: n;HYJlc ~ ... oi\qrtll ;hHll1 ,~?~:.O 

theserevjs.edpr()P()s.a'~nT:..h ijlfd ... I') {I.rplr.! :..rh d-jiiiN h~ 'iff;! Jill ~niL{J/1.bw.J')n ;(fl?) l1:;hffJrhlf,ri;> 

(qiJ) Jil'J'JY;A(it~{.fs~dibf6tb8shlr~g~fpi'lHt~iMg!Br~ llb ae1irlJ)t~~;~Mlgtl.m'alMgs(ill{dlilf.H/ 
lIlU))l klfl'Jfll':il)f11 '),f! VJ In1c>,[·hlifl'jr1 !3,flftnrt .tnrrH • .,llWfl'J11'JJ1 fII 'J?f,'Jl;n! lnlO'l ~12f;(j O')f,,) 11)1 

thi~_~()~ pxrllJdes:M),.¢\'em'''Yh<)se aVerage:custopltr.n'liilutd ofinferruption (ACMl)pxc«'ds: 10 
t'i;.~d 6" "ifi! (;1 t:t..fiOl~')1I0,) d-ArI" :Jlf.r!~ iJ(£fr)1f,lll~ll~ll'; ':Iril gnibnil "f1woi :lffliO<I ~i?,A 3, 

1/11.')]01 ~ifJ ,r; ')l"dl1'J{f.'l~JLl ':iiI! gni:.du:..lr,') .oJltl ;1ri'J~JJ'YI (I.(J( ~ (di,3Y)1b - 111?i .hiliN ,lt1\O'l 

.... ;JfDP)1 r. ot :L:.d .-i;lJ :loilf,L'IlG11 rlJ/il hn,~ ;;'!fii(rl "i~fA ?-.It 10 ?1rI[rJ(j ~id:d O? lin& (t.O( 'to 

,1')i ilu N~ HV.)!5$. 10 1ft :":11'.11 i Upl 'jiJfj':1'1':1) OJ ::-'I.d ')lfa -to oiliil ')ifl ~fI i <lqcp:. '{d ~j(I.~J 111'Jrn'Jliu["J I 

.;<H,)iITl1u,;:n; g(1i'(li('lmi~ ;;,nif;!no') ')"'FHG/~ ~jrl I' _/lnioq ?iN;d s.t.> ... bbi( 

, H- -
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5 minutes)! This te'slri~d()nof scope-~houJ~'exCJude the Impact of lesY r&ql1ent ~,\eolS lik~ d', II \- -

major storms while leaving the Impact of toulihe efenW/n\any-of whiCh arc'aHribUtable (O'F,1Joh 

component piOl:)lems like (~i1otts (i:d.l shorts)iri'distributlOn IInes:;-- Based OJl this restriction in 

scope, each pArty pfestnt~ a.-per(6r'tnance startdilrd and iMentiVe mechahlsm'~ Edison 'and ",r,/k·/) 

IBEW ptoPdse bbth re\vUds atid f>tnaltif.S while DRA Pf0pOsts onlypen:Ul!eSJrli'~ Jd'J'fl')JI'). '-'erl 

/, 1 ~J tl) ,(f()'seta ~rvlce-teliabllity mech:\nis.rn·hnplie~ a cost-benefit analYsis whi~h Wil i'; 

compares the' cus(orher'sval~"bf strVlte '\vith thc'«-st of equip~nt and niaint¢riartce n&essilryJ 

to meet the service standard. In Edison's ECAC proceedings. we use a reliability measure~ lhe tb 

ERI; M (jan 'of ihbca!cuJat;oJi M thelcap~H(y p~~i1t (6r QF gt~eration;'but' thisineas~te does 

not iric1ude'aciJU6h\tt~vaJuat1oii'()r reliability;;, In PO&B's I~J ORO ptOceediria: .. we /ecogl'lizM) 

the concepto{ the'VaJue of setvlte fot gehetatiori~i'\Ve'a1s('-note tlie difficulty in "O\easbHng thisl'~ • 

concept precisely. Estimating the value of service is di(J1ciJJt because it reql1.ites' ~ carefu]Jy~f1f.tI) 

controlled 5ui\'ey to irieasur~ a value whic~can varjhot only with'customers bui also with the 

level 'ofrtliabUity and btcause it requires 'customd valuation Of a telatively infrequent e\'~nt, {I iiI 

serviceinterrupii6fi:>J ': fld I;') 'J':l;,) ;'1:\-,,,,r/j;'[<'') 'Fc,;il-j" rJl·~d.-' ,,,,.1'.1 E Ii .'~,~JI.'I:l>:"T,:",·j l1iJJli') 

~·I .. i 'J'r If -The struCw'te of the:lnCtritH'e dtpedds'o'n toe value ofservJa.'Fot a'gh'en Mvel·!() 

of seNice reliability, theva]ue 3f service should equal 'or exc«d the il'lc~'hth'e reward whitll .. in'; I 

tuiI'!; should equaJon~xcetd ihe'cos\ ofptbviding lhesetvice; -lfthe'\incenti\'t rewatd were to '/i) 
exc~ed tlie VaJot Of servic'e.lhenthe'utility would' receive more thah tbecostomet is. wilJing (O'(Jt 

pay fot tlie 'givtnl<h:el ofsertice:i , On the other h~d; for ~ given levelo! ~iVice; the(incentive' :'~; 

penalty should equal or exceed the value of service which. in tum. should equal or exceed the 

cost of providing the service. If the value of service were to exceed the penalty. then the utiHty 

WQuld pay less than the val.ue of the service ifreliabilitydeclined .. - . . -,-- ... - - -- ,-,-
1 '/1 '1l1 ftri J h(1';I[ob nail/i!l1 ~f,i) J:i. l:'-lJ!.hVJ ~rh ·t~Qja;f' .. rll (It~,jp~ ~ill t:'lOilJ;l IJh 1~? . 
t- II ;(~fi: • ~ 11 -:}: P'fRf~~1QJne'JnfbP;')(),~\ 1?f.~fiN~,'c~\ r;~,Yt ~ ')<flJr~fr~l~' ~(rl~Jf~~m'8h'f ~Hl(.s~i~fi 1if1 

of i lt~ recommended reward or ~naIty incentl"e;l':; l(1 tlieir revised tes\imony'shdwn ir\ Exhibit 1 im . 
~~i,I}lf <)[1) t:;", J)H ,'(JlrH':'] 1;,1J l(l! ;;W)ihllJrnlni "to DrJ'fIlilfi r;;il"to J:OUb01'I :,rff 1')'(0 '(J!U/YI 

i:"fll<<!',: j) 1 '/} ... F.! k,h 1-1 !U00G 10 .om, JU',fJJ' ,fiU)li ') 1~-.'1 ;~1 ;(f[Olilj) (!Oill!0ill .. ib lQ lJ<JiIIlJll 

(I( -to g.-)ilCI OJl 'J! ni ');;J>l'Ylfi :.IIJ [lnig lfJOnl'l, '>lJ,Hob n ): tr,up:, '(b1f;fIIi 1011Q" ,birf U,kd'1im ?1ili 
;l:'ff(O'dD l';q nHmtrn 

·,;,46t.· 
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78. Edison, DRA and ,BEW al1 Jocoqurtend identical penalcie., ~nd"rewatd$"()r C)nc n)iUiOn Dim? . 
dollars a minute-for both the'dulati~n (ACMI) and freq\lei\cy i.l)c~n"\'~,s':'/J";1 c;li!f!l "'''11'1!~ t~)L'·"1 

,", i~' ,,] ,j! 1,...·; IU~ing histotka) data; each incenri\'«·rewanl translates to (l value Qf~b9\l~ J S >'! (I if 'J 
dollars an hourS or 30 dollars combined becausethetwo.ince(ld\'~ ¥e. ind~~'ld\.~ot.r I.GiYfP ji} j,; 

the agreement among the f~p.tesentati\:e PfU1iCsl \\'¢ accept this yalue as reasooa\)te, ., H~w~\'tt.' II, 

as part ofits mId:tenn ievie\v. we requit'i Edison (0· prese,oJ. a )(alve .Qf .s~.ryk~.stud)' over a 

r~nge of reliability, values using a ~epresentati\'e Sample ~u(\'.ey \vhich cool[obJor ~l!$tpmerri{(W") 

,... .1"'J ~1.',,,,,,,.'IlBe(ore thctransitiog to"a dislributioq f.8R~~~is~ll will prCSenJJeYis~,d.estim~\es>1 

of hist~rical dura~ion and (r!!quency per(6m1ance: fo~,tbe'djst{ihutlt>tl ~tvjc~Qnryi(Sp~bd~h\ J(m 

are' av~lable.';We w.ill revise the serYke~reUabililYm~h.~i.sm$ j(I~¢-J~yised.eSot{111~tfS. :;(j) 'J[h 

chang~'otl( adopted ·Nrfortnance standards), "i '/;j'll'jJ 10 r)1'fL I : iiI ~~n i!(,If/i1d .'(h;j ;':-];1 1(pJ!lY) 

'.~i: I f'I,'/ ,_,/MorNwer.,we re~ognife. that .~se seryit¢ tne<\SUres,O( duratiQn ~d fr('q\le~Ylliil) e 
will not necess¥ily ~asu:re Some problems of deferred maiJlteoM~eor faJhue ~f h)hg·li"~d I ~j/:', f 

. circuit components (e.g., if a large share of these components came on line toget~r) Md. W~: / l·:j 

order Edison JO assemble a databaSe .with detail to, the.distribution ~ircpit1erel whJch includes , . 

the i d<Ue of installation for the component (or ~tim~ted aWrage if tQ(npOM.Q~, ate gtQ\l~d ttke.,) 

the distriburion circlJjl)~ and rot the years, (If avaj]able da~jl; a log ,with tbe ~t;J~t~ oral,) $\I};1sequ~n\ I j' 
repair" replacement or renewaJ attivityalong with the c,~ed natur~ ofth.~ reasOn fO.! each su~b F,) 

activity.>: EdisoI).will pr~seilt a SUnuh~.de$ript.iQn:Qf INs .datahase Jitit~ J)}id_·l~nn:r-fYi~w...t '(Uf 

'.,)i i, ;i".Fh 1(} f"!lIlj UIi'):!'-: .f::U' f'i ,rL:d.'/ J;! f!)~ I') ·~.ukl 'Af! ll:;~")f,) 1') lill!,') bkOlf" '{jh~Il'fil 

'(di;'J '_:11 HAl :{llr '1'/1 -:.:11 kJ:·· .. f'J .. J ':11:1"// ~F·;ill;-".1') ,;,:;!r,-, '.JJ 'II ,'J';in')' -:,,11 :.~l]ifil(,iH[ 10 l;r,) 

. ~'::'1i b)h '{1i1in!~ if ".Ill i ')jj., U~ ':..rfJ to ')!JI,.1 ':iff I {1!,ill n:>1 '(f,rl b!v ... II 
, 9por duiati(m (hi'S eauals tiJiatio otthe product of (lne million dollars oenaliy per . 

• "-Jt\11. ~-,idl t\.l()flfJ ft!..i1i 'f !1ill"OJt'lJ)~ Oi!Ulfd I~ fI 1
t
'hr 'i.'J1f1 '/l1eQ f'J·...,"'1i1J!)J:;:J()~tfJ iIUrllr\...;. I' 4 nunu e an ,he number OJ mmu es r uour o .... er ~ numoer 01 r.otson CUS omees, a'-;1Vu 

miIHon 'oi'abOutll 5 dQllars 'per: hout I For {teqOencY4 Ihis eql;Jals Ih;e ratio. of tlie.one million ,dOllar, 
penalty o\,er the product of lhe number of intenuptions (or this penalty. 183, and lhe average 
number of distribulion custOmers per circuit, about 400, or about 14 dollars per cu.stomer 
interrupted, which apprOximately e,quals 14 doJlars per hOUf given the average interruption of 59 
minutes pee customer. 
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".I.a Sen'lee Rellabllityi Dutatlonl' ;'li WI f.>;.!l -'<j!~ fI-.-'1 f; ',:!ilO" 90i !'Wl/d'{(I 

r<Hllil For outagt-dufitido'ot ACMI,'Edis.o'n prQposes a.pecfotrlf!nce'standa'rd'ofS9'H";')iJ 

minuteS and DRA of srJrtjnu(('~, while IDE\Y proposes 57 minutes iii 1995; dediniI\g (0'49 (1) \lob 

minutes in 1997 and 48 minute~:, 1998 and beyond. All parties recoinize ttic'stalistiCaJ b'L'q ~dl 

variabili(y of seryi&'quality'measui(~;"To ackqo\vJedge this v~ability, a1l parties'Jndude a ' 

'deadband'! aioluid the perfonp'ance standard within-wlVcb no re\vard or penalty will apply~ f;. If}{)fjf; 

Moreo\'er"aJl parties i'oconuneh<J it 2 )'ear average for the'pcrfonnapce.s'tan<Jard to lie thef '"1[''' r!lod 

incenth'c 10 longer tfrr1)lten(is aM to reduce the iihpqd of random Varl:ttibn:J'A's v/e sta.redj MPH! 

parties propOse an in(4!nrWt'of 6ti~ million doUars per:AQMI/ ~dl ?)'.)'uut Ibirl'" ~'/i1ll')')f!' .. ·W~fUl 

l! I'I! "Edison proposes. a cOQ1bined reWard arid penalty mechanHm~·1Based On itsi 11(. j! jO!lf; 

slanda,r:d of S9 minutes of ACMI and 6 minute dead band. Edison proposes.apertaltY u6dd ':;aib')h 

which Edison'will o\\'e ,Pne miUio.od911fu (ot each miriute'ACMI exceeds 6.5 nunu(es up to a 

maxhn'lm of83 minutes whi~h'limi!s'lhe penalty'1618 mimon'dolJ~}lEdjson also pcoposes'a";'JiII 

reward under 'which Edj~on will rt:ceh'th.lp.c rhllliofi'doUai's fo.r e~ch mirlute'A~M(~eclinesdr,()]ll 

below 53 ntlnute!'dO\vn to a f(linhnum o( 35lninute.s'which limits,the tewat(J (0-18 milJioff ;'ifl Ili:/ 

.-,'c",}';h rffiE\V aJsoptoposes'A combined,re.ward at)d ~na1(y mechani~n'IJ:Base:d '6ft lkf'~il!;1 

stan~ard of ~9 minutes in;I997~d a'de3dbAhd of 6 rrllnu(ts) mE\V:pt()po~es'a penllll>' (01;1997. 1;) 

under whic,h Edison will owe one mlllioq dollars (or e.acl, minute ACl\trexceed~ -55 MilluteS li~!1!,:' . 

to a maximum of;?3 minutes which like Edison's pro~ limits'ihe pedally uJ'l8Jililli6Ii,'/ :;)Uniill 

dollars. mEW. also p(o·po.ses'an-fnitjal yeMren;ru:d'un¥r wh1ch Edison wlll receh'e'one'inlntonliH 

dollars (or each minute ACMI declines below 43 minutes dQ\Vn to' a tnlnimu"m:ofilS Minotts f (h~f! I 

which limits the reward (0 18 million dollars. In 1998 and beyond, m,EWls SfMda/<ltJbclitMs (bl :-1 

48 minutes which ii1~s (hatl the penalty st~s at S;4 JI).inutes-lmd the'feWardslart~'at 42 

minutes,~)iJIUllf" J)(Kl,OI i';;r~ll)FI 'lhUH Lr!f; C)O;)"OI ~rJ'UiOlll/\H(( -.;firtH If,)'( 1 'X} 1II0it~!11I'j1ni 
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DRA proposes only a ~na1ty. Based on its standard of S 1_ in1dules' ftnd ':I;lJZ 1.1 :,1 

deadband of flininutes;'DRAprqposes a,per;lally'uildU,~\'hlch F..dison wHtowe one million 

dollars fore~h' mInute ACMI exceeds 62 minut~s ~IH()' ti tnaxlmum of87 minulM 'which limits' rn 

the penalty to 2S million dolJars.1 ",:"iiUjll/, • . /'n'i(:;d [!!:, i.'... \If ,'/';rliilll,!, Illi, \(:~I! ni ,... "!I'nllll 

• I, -:,!lid );;\Vew3qrto e.n~ourage cQntin!fed impfo\'ements in serYi(,t-teli,abiJily arid \'{iIJ i,f·;ill,'1 

adopt anJ'1c~nli\'e tnechapism whicb incol'po_ratts both rtSwards and penalti.es \vhicb is trueo(··~'jf." 

both the Edison and mEW,proposals.dye tecognip) the simJlarity be I ween the Edi¥i~ andf(jjli)U 

lBEW proposaJs; ,. We adopt Edisoll's initial ~rf6miance standard ana adopt the structure O(lflYAli 

mEW's incenth'e which Jowers the sfandatd o\;etthe duratiOn oCtile PBRi(!SpeeificaJly, W~":.illUI 
, ' -

adopt an ~nitial standard 0(,59 frtinut~fot-J 997 b.nd (or substquent years.thi~ shumard Will 

decline by 2 JTi!nutes,a year'''i''r!' i flU) ib~ f . 1;;[, dk~'!J 'J!i :ni(1I () fjf!f; HI.')!, :0 ,,'J) !}il i ru Vi': -\0 lHft'il;,P 

" III qu ,; :.\Ve'ad6pt a de~bjhd 0'6 minute~ and a rolling 2 year average (or:per(onriaoce J:f! II 

mell$UI:es tp ~<;cotnmodate the )-eat·to,)'ear' stadslk:al varj ability ,whi¢h' ~reates 3 ~'small Sample·,· fIl 

problem giVen the'telatively fe\vyears:of' the PBR} I Using the'2.,yeafaverage·meail~ thai EdHOR '1:)1 

will not .r.e(eiYe t~wardsor ,0 \\'6 peoa1(i~ until the end of Ute second year of the PBRi! Because,f :', I 

we require Edison (0 impr()\'e its performance but again want to recognize the year·{o.year ,( i·.Hc)/} 

variabHi,ty, in performance, We wi)l nOi impOse any) penalty,on Edisoq if it achie\\es an 3\'erage 

of 5~ m.ilJlJJ~Jrofl'\ 1997 tlJr~th'200li the 5 years Ofthe'PBR~ which hnpJies a :·tiue~Up~()fariy,:;I;­

earlirr Pf.Q~ties~ ?As stated:abo\"e.weadopt a teWard and peo'ally of one million dollMs 'pel 1/ "Dktll 

minute wjLl1El m.a~Jm\1I!l'of J~ I1iillion donars.fo~ bOth in~tnthlcl.'iiln oUHnid-te'iffi reviewt'we i; 01 

will,~~,~mine,t~ jnJcr~¢Jion, bel~'«nthe reliability inc.enti\'~~; particularly t)tis.dur'ali6h WI j 1,1 IrA) 

mech3Ilt~l1liMd.I,~_net rc.YeilU6,shar:ing-mechailistfi:, 'f/(jbrJ 1'~':;ib-_!J,III.·J/ .. ';rlJ(f;fll ,b!,'} 1()1 ~l!:H(;b 

F.I.b . ~dJ;d)Jl.ityf. Fr:e:que-ncy:) ,f)l!()('...r! j,r: ': 8QQ I III jjf;{!Qf; flOj{[ jill g ( OJ IJIf.ll r}l 'j[h ;. jj fll if rbilf'll .. . .. 

u For.QUt$lgeJr~u,ehoYi &Jjson'prOposesa per(6tmapce'srandatd 0(,1 1;300 totMnim zt, 

intenuptions per year while DRA propOses 10,800 and ffiE\V propOses JO,900. All parties .;;')i!lfllfll 

- 49,-3t·-
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reCO&nilC t\te statist1cal vari,abiJi,Yof ~~rvke quality ineasui'es;"To ackriowledge .hit vanability,1l 

all partIes' irtclude a .'deadband'j aiouqd the per(orrna"ce' stahdard \vithil) wltl~h 'rt<J teward or: I ' ... lft 

penalty:wm apply./, ~forto\'et; 'all 'p!Utif-s' rec6ifunefld <i 2 year a~'~rflge fot the perf6rih'aI\ce. nq':11 (I 

standard to tie theioc!!ntiye to longer rerm Uend~ arid to re~uce the impacl o(J:apdom variatlon/p 

As we ~tated .. ~1I partieS propOse the same~ incenth'e of onq million dpJJars per.J83 annual ufLv:,U 

't·· ..,' I I . r ' • I II' f ' I '\' f' (',', In errupuon~;'nl '~t')IIL )1':" I (l'fli'~ Hl';,,,'!>! -:;"FW>~ .r'l!~ 1; i')h~')n I;(i U '(}I 1:-'I~lbl (j")1 ~I (.f.> 

<' )ilhk,' I · .... I.Edison proposes a combined reward and penalty qltchanism/Ba!eq on' its }lWi I;l~} 

standard oft 1~300 annual in,te"rruptions and 'an :1,100 artffuaI jnt~rrupti9h deadb~d,< Edison'lliJIlLl 

proposes a 'pci\atfy undet,whith Edison will owe one million (fQUars rof eAch ',83 ththruplfonsino 

which exceed 12,400 up to a ma:dmum of 15.700 annual interruptions whk.h limits the pen'altyjni 

to 18 rrul1ion dollars. Edison also proposes a reward under which Edison'\vill i~ceive One--I{) ~:'l 

million dolJ3JS \vllen in(~miptions decljne ~lo\vtlO/200 \lP JO a'minim~m or 6.900'annual 

interruptions \\'hic~.liinits the reward to a maximum o( 18 milliofl'dollats!ilol i'~;iJ 10 .·)JI:·I;r~:t! ;(Ino 

,.-,:"i;,()l'j ffiE\V also propOses acombin~ reward and penalty mechaoism.JDaSed 00 it~uhfli 

standard of! 10,900 annual interruptions and art' I.JOO ahnuaJ interrup.tion deadband;·IB.B)V,lIid bfl'~ 

proposes a penalty undet which Edisoil \\ill ·o\\'e one million d6Hars for each ·1.83 jntemiptions m 0 

which eJCceed)2 lOpO up (0 a maxinlUin 9f 15.0300 ahnual ihterruptions \yhi~h limits the penaJty 

to 18 million dqllars.·; ffiB\Y. aBo pr6poses a rew3!d u.n~et ,which EdisOI'l\vill retei\'e one. ')lIJ,.,~:ar 

million dollars \vben interruptions decline helo)" ·9.800 up (0 a minimum of 6.500 afiriuall')rliOl--:o') 

intenuptio!lS whic,.. liinits therewar<;l to a maximlhp of 18 nilIli6I)dollaIs.~f,f)1 ;;WJrhl~'{) ~(ljtJ;:.,)l 

lW)) ).DRK proposes only a penalty. ,B~d on its standar4 of 10,800 iottllUPtions and I~fi 

a dead band of 2;200 interruptions. DRA proposes a penahyunder whIcn'Edisol\will oweOne'f;jlf; 

million dQllars'Coi 183 infequptiQns which exceed 13,OOO.uP to a maximu)n 6fI1.600 which 

limits the penalty lo;2S million sloJlars.'jll (j011':,!~-tfiIL~ J[n.l'{o lJJ!':hHr-'1~<.n ');/1 d;,; rbiriH w)ill'JcJp 

hr; 'b:.\Ve wa.{it t()'~nootirag6 cbntirtu~d iffipcovementsJI\ seriic? reliability (orboth-tOfF:i}{ 

frequency as well as duration and will adopt an incentiYe mechanism which incorponltes both 

-50Je-
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re~vatds and pehaltjes:whlch is true of both lh¢ Edi~on and IBEW. proposals:,,'V~ recognize thM)l 
. - " 

the Edisbn and IBfiW propOSals Are "identical except (9t tM pefrormanctj standard with;mBWtlln 

proposing 10,900 ~nd Edisol! proposing 11,300 4, ,\Ve adopt mJlW's enlirt ptopQs~\ With ltS:1i.ilYI 

some\vhat more aggiessi\'e, per{otmance starldard 'of 10,900.1 Agaio;,we adopt the 'concept of a ;i;!J 

dcadbarid and :i 2~)'eat: awragt {of the perfOnnailce measures to' nCC6I)unpdai6 tl}e 'year-to:.>'ear 1 t~ 

statistical variability which creates a ·small sample' problem gi\'en the relatively few yeai's.ofl',jtlli 

the PBR.~Using tho 2-)'tal a\'erage Jlkan~ Ihat Edison \vill dot receive r~w¥ds of (h~ .. e penalries 

until the eltd of the ~econd )te¥ of the PBR ... ; A~ 'sfated 'above, \\'~ adopt a reward and ~Ilalt)' of,; I? 

one milJipn donais' pet 183 ihterrUptions'\\ith a ma~iniiim 0(,18 million dollars (or bo~h; 1:':;'(/jI)1'j 

inc~nth·e.!i. ':'iH diHlil Ibid!! ~T,)j )(iO 1\'):,; i k !,!i(1!~ {)()\'/.I -'n fill!!!!! i f.!II !~ 01 fjfJ OOl" ~ I t,'J:lJf.') fbi!1 II 

F.2 CustomerSatisractlon ib:t fhidl! .';Lill] t..1CIi'Jl r; r'J:,rr'i"l'! o?fe nn;itd ... ldkh flf)illirn 81 OJ 
. . -

In%)' EdiSo'n'reoognizes (hat Mysical reliability repre-~ents 3q impoitantJ but not Ule,illifJl 

only. measure of perfonnanceJ, CustometS (ontact Edison offices for scvciaJ'()'PeS 'of serYJ~e,lI'~'lil i 

including ser.ice connection! ~(er i~taUalion and perfonnance, liqe Pfoblerli~; tariff options 

and billing ptoblems~,~ To eris\1re continued adequate customer s~rvice id tontaCls Withitstn;,f .n';!" 

offices';'~ison"pfopo~es an incentitefofcustomersatB(actionl,:I'['jidll d)il!l'O!c'f:;;1 f. ,"'H"l'il'l 

'01' '1'l1 :111 Edison'pr6poses't~ use theresults'ofifs'obgoing custometsllrYeY'ptbgiam (Orbid .... 

measure customer satisfaction:'-This suryt~y program. initiat~ i~I992"tises a sample of; !I ifll ~ t ')J 

customed with retenl customer cotltactsjUld sUf\'eys'in'fi\'e areas; field service ahd meie{J fl()iHifll 

reading operations; loea1 offiteopeiati()n~! telephone center operations;; seivice plahning .,111111 I'}f ,1 i 

aClivities ah4 energysemce'repreSentath'e ~tivitits. ~ison proposes to \lse .th'e'fiist (our 

areasjnits customer satiSfaction incenliye.i"J'i"j J~ ~J"''-:11)1(I/\M(J JI10iJ(l'!I.I'Jlni OOt::.~ -to lJn,;dk~r>b 1; 

ibid JlIX'bfeach ohM areas sUl)'e)'ed) Edison asks a variety:6f questionsI includirlg'anoiflim 

question which asks the respondent's overall satisfaclion with lhb ~pedfio service p{ovid~.I1 ;; Ji 1Il il 

Respondents chQPSe among six categories with the fop '\\'0 ~ing fcompletely satisfied" and 

- 51 97: -
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"delig~!ed<':!/- edj$()n meAswe$ its pel(orma~~e based on'the P,et~entagt of, responses whJch (aUf-if 

into lheJO'P two (ategoties on the ~yr\'eyquestiQI1·\\'htch 4lsks about the degree of owrAiI ifllln;I;'1 

satisfa~IJon.' In the ~aseline sUn'ey. 64% of respons-es 'taled Edison'in'lhQ. Cop t~'o categories', \'),/0 

using a simple average across the four service areas. Edison propOses'to usc this baseline :,r, 1.1 ,'; 

response,~ils perforTl\an<\e'stattdard"i,tLk;'jflitll')JJI ,,"U::IHnt) '{hlfl ':"i'Pl';; Id!CI . -

(l:~ ;,; ',J!i Edis~rt des!gnedthe survey' (otirttemal n1anagement(etdback to id~rttify actidns P 

wbi~h C_M \mpro\'e cUstomet'Satisfaction) Therefore, ,spedfi~ sun'ey ql!estions,an4 the areas ')11':J<1 

surw)'~d maY)'ary,over lirptl: H6we\'er, Ed!~on pJe~ges thitt it will not ch~hge the six:"poinhH!iili 

scale or the o\'t'!rall $atisfaction que~tioh \v1!ith is,the basis (or the per(of01<y1cd stMdArdj so !,,oll {)( 

these ~pe(:ts of thesun'cys S~()uJd temaj~~ c~mparabJe throughout t~ PBR!O ., 1~{(}:'1011. ,lfj'J'.I1'lJ 

i: OJ'; I,: 1 l'~'-{l ,,1;"ELJ\CU 'ex~rtsS'ed a concern that telephone-fused s~tveys 'may pot adequately: 1:~ ~ 

represent IO\\'·iiu;oll~ ('u~h"r(IH~ without tekphvD:e:setvke or 1i6n-English-spea%ing customerS. to) 

Edi~n responds that it tesl(d its existing sUf\'ey procedures to detemline whether they ate ' 

bias¢d h«a.u~som~ CI,1Sl,<?mers lack leJephorte~ ofs¢aldanguages other l~arl Engli~h ot, k :':)!I'JLi 

Spanish,t~t\~"Q.Ia:nguagesu~d in the Su(\'eYS;-":'JLil( ,·,,;q),fj;,W1H/.' -,: 'lI:HlI L::': IWJJl '/j hYII~1 

-::0 > f,Inils tebuttaJJestImOnYJ Edison sJgnifican.t1y modified its'servite quality '{il!)[lIlkJI 

propos~to {ene(',reco~ndat!(ms madebymE\V,lEdiWh el1visio~ed its original.seiVice ·;lifiL!­

qu~ity pr()po~l as providing a guarant.ee to mair)latn hiStoric !e\'els of petfotnfanc~:c; In' ~xhibit,Ai I 

7B, Edis,oo pto~s a 64 pertent perfonpance sUUldat~\l,'itb'a3 percent deadband:md a,5;'/i';~ :d! 

perc~Ql.rew.3.Jd and penalty band.~This implies a reward fr~h1671 to 072 perc~nt fUld 'a't~:!i\a1J:Y ,;; II ill 

from ~J (o_~6 ee(C¢~t with lh~jncertth'e being set at 2 million d611ars for each percentage poln.tl{(!J 

allowing a maxirrtUIl1 reward orpen'aJty oCIO million d.ollars. 'iilll'f}) ;;1i '!I) 'Jl[f!~ ij;i)fll~Hlu,) f; fDdN 

(Iii J W{!);' IB6'~'$ ~r(jpQsaI includes a higher~perfonnapCe standard of 67 p!fcen't,iand alSO'WJI 

uses a 3 percent deadband and a 5 percent reward and penally band, mE\V also ac~pts ') J'.i~ 'AI-to 

Ediso.n'~s;'j~ntive,of \Otn!llion'dollars or,2 miUi6n doUars tor each'percen!age pOint. 

Howev¢J'j WE}v' proposes f11 W~-$pecifib penally fot each Of the foudepad.te service ateasJ? ~idf 
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which EdHon suryeys whJch~w()uJd ~nalile Edison by 2· million dollat$ fot tach pelccntagt-~ibh~ 

point that the peifonnapce rritasure fell below 61 ~tCtl)t ll'a any atea:if IBBW.malntahHlHe ~d I (I] fl i 

overall rn~imum penalty bf 10 milli6r\ doJJars acr~ss b6th~lh'e (omblntd and fndivldual sei'vk~'p 

DRA 3«epts many of mEW's recommendal.iohs.l DRA proposes a peHotrt'tahN' 'J I 

standard of 64 percent m~e Edison and a dea'doo.nd of3 ~rcent With its penalty starting at 60 

percent:) DRA proposes a gra~uate.d ~nallY. indeasing from ortc'tnilliondoJJatsat 60 pe(ccnt,i$u 

million at·$9 percent, IO'mlUioit'at" 58 pec~tl)td~ milIIoh dollars M 51 percent'and ·~Qli\ifB6"at:p 

56 percenl~i' ORA' also prop6se~ an' are~ spec i fid 'penat(~ J( tM'perfomll1ntb falts'below 5S' 10 'jl (P, . 

percent. Moreover. DRATexpftsses'~on~etn hbout.relying exchlstvely on EdisOilf~ customet, ~;'jffl 

sati~ractiqn sUIvey jlS the.only n\easureof cl.lstomersatisfac(ion:and OR~ M~b lIo~es thai Edison 

controls the sUJ:\'ey in~tninlej1fAnd its use \vhich c6n~ein~ \Js.,fli 1/ n ~'il"l1(1) ~,; !1IO'J, 1 i ".'I;-,{ I w}-,,}vp I 

:11',(" \Ve note that 'the ffiE\V and Edisol) proposals' (or the combihM servIce ateas ru'e; ld 

identical except (or'the perf6nn~ sjanClatd with Edison r~oinn\ending'the historic standaid - ·;irj 

of 64 percent and IBE\V r~ommending an increased ~Iandatd of 67 perct:Dw.\Ve teteiVld 116: nq (: 

testimony 'fh1ch,indicated 1M. measure~ 'which ~ison \voUl£\ need to \J'ndtdake () raise the 

standard.; MoreO\'~ti we are concerned that ihis sfan<lcifd isentitelY subjettive With-{hp6i1~Sr/lnF{ 

like i','compJelely satisfi,)d'~ iIDd:'delighted'h'arjing' with tespondenJ as, \\;tIl as With' the (lat\1te' Of'l P 

the servite COntact: IThetefore tW~ 'will adopt the historic per(ofIl1An~e st;litdatd ,~; HQWeytf. we' ,n \" 

will adQpt m~w~s proposaJ fora' penalty in each servic~ area b&ause \s.,c:want,.Edisbn to Of(ef 'n·:;'.j 

cornp3.rapl~ service in' all areas!' M6rco\,ei .. \ve artcOllcemed 'about Edisotlteteiving a teward ! I llftl 

when a substantial share of its customers express 'som€ diS5a~isfactjon Md Wt will make anyl i "/Iol! t~ 

reward conditional Qrfdo more than 10 perce'ilt ~f cU$\omer resjx)flses ~ir1g iIi'tM bOttom two 

of the six categoriesA.~ V/Jnt .tfi·Jj '<JIC:l'/·Il>rl'~ 1)1J~/I'jl fn:t:,/lY{ C D Lf!c t)fH:dbf,'Jb fn::"il'Al f- n ;';7,j 

In\Vcr support DluVs coikeni'that·Edison'sown lliarkeliHg Department t6nduc{s),iL:l 

this suryey and we order ,f.dison- to filtlude with it~' compliance, filing a pla:n t~ us~ clli '6u,(side.' ')!IO II 

- 53 ~r. -
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surycy firm to confirm a represenlath'e sample of its cuslomtr fe~ponses/tMor't6'\'('ri (or lhe',o1 k'i 

mid-ten}) review. W~ order Edison 10 deyeJop a more ol>j«ti\,e I\f¢asure of customer satisfaction 

which jn<:lqde~ s\l~h aspects as respOnse time. problem,resplulion. afid cuslomU comparison ~)i I! ,'{ 

wilq s.imHar ~eJYice ~ntacts and which e,nsutes \Mt ~is()n's internal and exlemalffieasutcs 'of ill 

pcrJormaJ)('c are: f;onsistentl ;,;d, '.J~"il ::1/ . n": i i ;.~n ~ i if I r i fn,. i 1 !iAJ';J! f fl""; \·.'11! II I) ll!d (v(,j IHI i, 
- . 

F.3 U~~lth and Safett MechanIsm c;;i:,y Illi il (' ):'Ldld il'Ji,t,di)l)ib ~ 'lifPil,:llo ,'")1" ( AI ,;u'{lfll() 

I! i ; ';1;, I }loth ,EdisOn and IDE'Y:presented an e'mployce heallh and safety intent\\'eITtie fJ i / 

st'!J:ld.a,r~_ c::<msisJs. of a r~tio index of the.tot1ll number of accidents and i\lnessts ~r 200.(X)O "(f,t/ I
' 

hours WOl.ke~. ~r peri JOO ~trtpl()Ytes.~, Edison piopO~ aft index standard of 13.s., based oil the!1 ilJ 

most rec~nt 10 yeais oidata white mEW propOses an index standard of 13.() based on the most 0[1 

recent 7 years of data. IDE\V proposes a deadband of 0.3 and Edi~9n a ~adbAnd of O.8JiflOJ I. • a 

~'I;' ··,1.,:11' IBE\VireCo~nds a pena1ty~which applieS to the range from,lll3 (014.2 in the 

ind~~ .y~,-!(} With a penalty incChti\'e of 5SS thousand dollars {ot ~tlch O.I·increase in tM', 1 '}:J'):lll(.n 

perfonnanc~index. and mB'Valso 'pr9p6ses a rewArd ~hith ~i>pJies to the railge ftom 11.8 to 

12.7 using its same jllcentivp.'J Edi~on recommends' a p'!nalty.\vhich appfi~ 10 the range fro.m i '.iil 

14.3 (0'6,.7 jn the index Value with a'penaJty idcet'ttWt o(20~ thousarld d6Jlars fot~h OJ!!.I~r-,~fll 
" 

incr~~ iij the perfoflllance in4ex; and Edison also propo~s a re\\'ard which' applies'to the rarig~;7 

from IQ.:HoJ211 usi~g'its same in<;enth'e.':"; Uj ~)in=~ :,J-l ~!ij1',jf" ':;!iW"UI 1:';1 :"'iJ(JI~.('1'1 1,:,,; 

;i1 h:(i,We prerermBW~s proposed standard because the sUgl)tly 16\\'er injury 4ri,d '-'l!J',-:'~dl 

illness frequ.enfYIa(~be'lchnprk best reflects our comn\itment t6 the maintenance of hehlth'ahd ;l~ 

safety st~dardsLHo\ .. 'e\:eti we note thanhi~ index does not weigh jlcddentS by th6'severityo( 

their impact (e.g., in tenh~,c)fJo~{ w()tkda)-s) and thaI disputes may arise In deciding:whethe"i (O:>lib 

atlribule. lhe.causp.of an illness to' too w~rkplace., .'Ve orMr Edison to review Ihese;issUes in it$. (lil) 
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}<'.4 National BJII C()hlparlson.~fe(hantsn1 .. Ii in ')!(jrl:// 'JJi:r.lii;>Y:'lJl f. flllllw."j 01 filIi) '{')','llP, 

f[;,IJ .;!:Id!'~'l In its comments filed In r~ponse (0 D,95-12-063 out Electric Resttu(Wring\')!·Lim 

Policy D«isjonl Edison withdrew thi~ proposed ~chan(sm frQnrconslde(atioh as pan be a II :lid,., 

distribution PBRf' GiveJ\ the over'a11 rate cap'adopted as pail of tliat Declsion~ wo will not adoiS(: 'II 

a national bill comparison me<:hanism in this Decision. \Ve note that sUch aOle'ch3.flisITt should "f 

compare the rates'of Edison·s distribution business with other distrit>uHbt1 bU~iriU~es of(erl~l i ,~J 

siffiilat scope of Se(\o'ites but (ew such ¢J~(ric dis'iibuHon.oosirtesseS o{fei'sepAi'ale rates in 

today's'markd, 1 We anticipate that eJectric"'restructurihg ihoth~r sta'teS willcteate lriore csc(j3lato"1 
distriootioh busIooSses but the nature and scope pf lfte se"ivicesof(~re(l bys\)~h b\lslne~st~ i! hi;I)11 

now unknown. /,'-'" oj ()( I "If, 1.1' h: iJ~ Z '..!kti Ci r; ... -:.- i.ryJ1!} '.'I:HtI 'J!ilt.'l f, It.b 11", i'1f'; ( 0 I In')' ... :'l 1;0[1\ 

G.l\ioniloriri'g ;lnd RepOrting ;Ld fill', U) 10 Lp,:r[L'~'jh t; "'~'>(rFJVI W~Wi "'·:b 1(') d{,') { \ In,))')l 

':dl ni £.:', f In'thisSedioQ~ we describe'qlpnitoril'lg .. ilid reporting reqOiremenH'for Edison's 

nongenerati6n and distribution PBRS·. ;, I Por Ed~son[ a' t~(t b~e PBR is '3 new fonn' of tegu)ation:1l i e 
I)i ;-:,11 IIl r ,\Vhen we substariti~ly change the (onn ofr~gu.Iatibni'< .. ~e'must cardun), assess'll':;'! 

the impact ~n both ratepaYf~s aild ·the.utility, <; To assess the imp~d requites cleat and'Ji ";iidJ '\ ~. J 

measurAble'objoctives! ~,W~ ha\'e adopled a PBR whicfj has .;Jear standards iIi bOth'tate 'and (,! f r I 

sen:icc intentive nxchariisms.l" For rate perfoQTIahce; \\;e have ad6j>too an update'nIle! bf CPI-X ,.J! i 

and progressive net reYenue sharing. For service perfonTIal1ce;we have <1dopted t\>.fd ditlcPI lili) 1'1 

measureS ~f ~rxjce reliabiJil)·.ahd a measure'of customer sat.isf~ctionJ'\Ve have a'dbpted the 

stahdards in these incenti\'e methanlsms after an assessment of their pr6spec'tiVe"impact jy.n! :-oflili 

10'(J: \'//'j),\Vo \yHl not adopt'<)ther~rale Qr'service pdfoni1atice standatdswhlch have-al~ '()'/!f"~ 

direct financial jncentive bed.us~ we inteqd "to initiate th? PBR with c6mptete arid ~. ')) J)r,qlll i 1 i:d I 

compteh,ensiveperf6rrnahce standards:' 'Howe\'cr, we t~()gnjle'that·we Have 3'dopte<l aPBRidjll1t:; 

which has reJatively few rules. Moreover, we recognize that the PBR, as a new (omrc,(Jl nll~l-biHl 

- SSP:-
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rC8ulaUot1f'\vill'ar(t~( tnafly ~sp«ts ofthe utility's" operatl6b which th~ PDR doc 5 h()t.dire~tly. 'l~l 

measute ·and' could· ge HetMc unintended cooseq\(enccsj as ',fell} ~vhJch impact \>Oth the utility and· 

ratepayers: :';lj h! l FJ:! L;i IliI'l hI. If il! w;i; i :..:.!. (if Lt: /':1/1 :.;\ r. .(10<:' I \'J,{iii J/"O '{d [I<Jj .. i ::.,.,\1 fi I nIl ,ijll 

We order Edison to COn\'el.~ 1 working group process, which will assess1~ ~(d 1 

for any additional standards (or e\'aJuation. We art not requesting that this wor~lng g(OlJp.dhllrt 

develop neWiI'l~e'[\th;etrledlluiismSr, \VtniJgges( thAnhts 'group (~u~ itaitiaU)' r>n,a,t Je.~J these.f 

two isltk·s~(rofti·th(i cu:stdrntr's~rspeclh'e whether t~e ieliabititY·afldcunomet.in~l)th:es.8f~ni 

sufficiently comprehensh'c and ptotectiye (c.g" does the Commission need area-specific reports 

on lhh aUialibri'And f&qttftrl6fof outage~) and.' (toQl both the utility's ¥ld the, tQSto~t'.s/\ nO .i;' 
perspccth'e 'Undet \vhat'titcun\.~tancts·t6uJdcodfllct ari~ ~oQg'the PBR irl(CP.lh':C-ij£fll;;I'I~ 11;rl, 

mechanisms. We ask the working group to report back (0 us by mid-I9971 Lal~t.Aft~tJbe·"(,;.itd 

utilities have filed their unbundling proposals in electric restructuring. we ask this working 

grO\lp 16'Msess the dtSirabilityof a c6mp{ehtn~i\'e unit cost'Mcounting s)'stto! :Wh}cb,tQ\lJd PI .f, 

identify distribOtidii serviCeS \\'hlch Edison c.an eventuallytinbuIidle tu'ld which c6u~d track c()stS) 

fromirtputs'to ()U(~utS!~-,jt '(ld1ifii .. (.J "~;"'fi<)1q k;;~ ,icl)il}fJlj')\ 1:(0') VII ;'I:i;" j'li ;~nr)1P ',hi l'j)fl 

\Ve order Edison (0 submit an annual report which is similar to the:rcpOrt filed by. 

SDG&B in its compliance with D.94-08-023 and entitled "Compliance with 0.94-08-023 

SoO&B's PerformaMeBased Ra'(em'aking (PBR) Base Rate MeChanis!ll·~. 'dated Ma.y lSI,1996.t. 

In its co/:flpHitnte A<:hire Utiet fiJing;Edisori ~hall expJait;lwhy it s,hould nOJ ~uofttIuhtHeport~. 
required of SDG&E as pait 6fD.94108-023,,>'!i.l ~:;Lll)i ~[il 'Ir} f;,_,lltd":l,ih 'j":rniJ!l} i"I](Ii~"i{lHIlI)') 

H. Implementation 

We order Edi~n (0 'make a cOlJlpli~dce A(tvice'UUet filing 6(J Jat~i' thaI} 30 da,s~ 

of the effective date of this decision. The Advice Letter shall incorporate the following. 

proyjsions. The PBR shaH ~ effecth'e on January I, 1991. Edison will fite an interim report on ' 

March I, 1999. Edison'shall submit the reports described in this decision as part of the midterrri 

j : 
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revie\v with',hls In(crhiffep6ni'jThe C6mmi:;si6~ ,viii re~itw,the (epqrt ~nd ~r(prm.a.01I~t~O\l-'l 

evalu~tI()n'orthe oPtnitjori c5flhe PBR between J..{arth !l..nd l)e(cml>erJlm. ~11<t.wiJU,sS.~.ll·v,rll 

midtenn decision by December J999. The midtcnn decision win set further gutdeline$JQt~i.'Ph;l 

n!mainirig evaluation anduponingl Ili!:il~ \iid ,fr!1 , n m("J OJ (1"'- iVll ~IJjo ')'11 

.'indin~s()fFadI'JII ",idll' 'ii ~;(1il,<.!j[J'j] lnil ':..11; 'J'U .[j/tifLlfkh 1fJ1"'!Jld',:i;!~ f~,ij'.'iIibh, '<flt~ ~'o) 

I. On 'D«tthber '23} 'l~j; Edis6J\ file\I Ai ·9lt 12.0~~ (PBR ApptkatiQn) P(opQ~j~g a.O;,rt q('f'.,'/ 'if, 

integrated Base: Rate PBR Mechahism (or genetation; trMsqliSS\<)Jl. Md distri.i?l!tiQO ,$e.fYt~~. () .'1 J 

dlVl )lJni·Y/I~·l/.JlJ; "·" ... :1 Ili)i ..... irrll,;f)') :.dJ "':'.fJh •. :~.<}} rJ'Iif)')hll'l t,(ji; <;'1i)(j)fb1fllll')J '{llil'ibit1!1? 

2. On Apiil 6;'1994,' in iespOn$o '(0 a motion' by tURN •.. ,,·,e,issue~U.?.4;Q\~OO3.J"N~h PI.Qyj~W (;1) 

that altemati\'es to Edi~6h'~ PBR proposal could be cOhSidered in th~.~®rw pf ~~'ii~wJQfl''''~1 ~I ~I 

Edison'S PBR'Applicatl66!1 ·bIul '(d "11 oj ;Lvf 11'''T~J oJ f]U(}l'! ~(!i:~tf;'lI ':Iii} ;t;" ')'1/ ,iflJ)irlffb:.in 

3. PBR,: if properly dt.sigoj:d; would.oo iIlvl~ compatible,with cQmi>eJi.tiv~ epfrgy m¥ket~ ,t~an" '! 

traditional t~gutati6rij \\'o\dd aSsist utilities in making the ttililsltion to ,COm~\itj90iW9\11d(1 i 1m hi 

provide strong incentives (or cost.reductions. and PrOmises to simplify regulalipn jill~ r~~~~ ililll . 

~n\iniS:ttatiyebu'tdens.liiif;) Ii ILid if n'Ypl !uJ('ii'~ fLi; JirndlJ~ (,j ilfJ;ih:li'ihv) eN/ 

HO%O H!.n dli'lI '/irli:i!'l(,if/)" ~J's!,jifi,) Lw, F.YI (:0 I·Q.O chi n ')'J':1;if(I!H(t) .. Ii oi ] },D{f% 

4.' On July 1.21·1 ~4. 'Assigned Cohbnis~lonet Fessler i~sOtd a Ruling that pi.fuf~{lte~" the ~Ntng~ 
of Edison's PB'R'Application'int'o ~\VO ph~es (6 a(Jdress:th~ v~er(aintyas~o¢.iMeJtw~t~.~~J ~Ii .111 

Commission's ultimate disposition of the issues raised intheBlut,8Q(!k"1 n :!:I;t)(tl-In h'Jlit;pJJ 

1l ,)ilftflJlfD!qHlI.1I 

5~ Oh I\'ugus'l 8j; 1994.l!dison fiJeo itS Ph'ase 1 Nopgeneration .P.BR prOP9s;t1.~ () ~ 'II 

';,{Ii liol!!)'1 ':jdl ':>1i,lf)qlO;ni fbf" Dwd '):,i',bA ':Iff r ;fiOili:;;',;!J ?;,JJ If) ~Ifb 'Hil'J':.1b ,;rt. "fo 

W.1H· ... l)}flliDJni ,11; ')!J1l1i'll nmib] .H-{,l .f '(lt~t!!!.:lI;O 'j'riJ:rJlh ')<{ /If.lf .. 5IWI -:;rll' .;;lloi;j'lfJ1'l 

'H!)]hiflJ -:AJ to W:(! f'f; /1oi2i'j',;,h ... iM oi t.J'.?1in~'.th ;;hurl'll ~d, }imP1P Iklf): Il(yf/d .('Q(>( ,I ,[:J1fJI. 
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rates and includes an incentive for the utility to reduce costs . 

. 7. ~f(~~JiS~ r~R fegul.~ti(m J1l\l$t.i.nclu~ej~p~ropriate standards Cot~tvl~e'ahd sMetY.'" ·il,'llll .t·( 

.i!'.!l~ .. lj;~·)~ 

8. In D.89·10-011. we adopted a fonnofPBR regulation, first used in the United Kingdom, an~ 

often ('ane~. ~C;'p_l t .X!:r~guJ~~i,9I)I.wh:er¢ .cPI \ipdat~s.rate (or tMerrett or inflation Md X )}L 1·1 .1'.1 

updates rates for the effect of productivity. 

9. In D.89-10-011 r W~ fJs9.~(h)Pted" ~1(eY~l\ue_$haring rule.whlch allows Jhe utility tok«p' .f) I 

some of the increased net revenue which OCCurs if the utility can re-duce its costs. Adoption Of 

this.WJx ~Q9}.]1~ .i_nfl)~~~ _.~. J.Hiljty·sinc~nli\'c.t()_ redl)ce. coslsJ i~ ,PBR ~nlulatesth(fc6fupetith'd . \' t 

proce~~ J~.~JW9wage J.\ltiJity mMagc:me,ntJo make.decisions which r~mble An e(ficl~nt O'r: 0, f ? 1,) 

competith'e outcome. 

1 0., ~~.G, m~.NAB.Jlq gui~eJi.,\~ enwide. ~riteria with which we 9an sepatate ratebase ~tweln ?, I 

generaliorH~n~t~ong~Jlel~I.IO:I?" I "iill d"ifij:ii!)'j'>; (/f .1W,(Uliup'j) "')[fa'{i'jl '_,";1 'j;,n w,iJ:,L'ij~ bn,; 

11. Transmjssion and di$Jri}?p'tj<m pperationand maintenance., ex¢nses belong te) nongenerallon:l ~; 

12. CVH<m~r.f'C's:~\!qt& $JWUJstl_~ f\Ss;gned tQ:q~ngene(ation beCaiise nio~rcustoniefaCCouh{l nl J! I 

costs S.~F,l) ~,9pelJ.ipg f1tl4.~~Q~iJ1g.a.~~qtsichangiilg stryite'6r tariff billiiag and'tCspdMing trj':ffni 

custolll,~d)jmng Pf9P.I.e:m~ y.3f}'-.wittt:cl!stQmer requit~mehls"l:~L'p X-IT) :,.,1t '<"1'1':: Of (,(Pi!.>] wollr. 

X(QI III ':JlilJ:;n':J 
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13. Administrative ahdgendal func"lio.tsprOvlde !uppoWlOr laool'ikth'ify thr()~ghouf 'the'\') (ir ,~ 

utility. 

14. In Edison~s 1995 ORC, RD&O ivaS allocated 41- percent t'Yt\6hgtbei~tioh'ruid5lpef~etii'M ,,' 

generation. 

Lu, .H!l;r!~:1 i >i k,linU ::3 J niL';; Li I ~1 Ii .wJ:ld f),.!,'JI P-H'llq f 1110) f; L~hi()h; ~'l: .1 f,O 0 I .I,?;~,({ n ( ,i:~ 

J S. FERC Md Conimission Dithion-s allOCale ftahc.hiHrtets to. '6ofiien~tation"as !l}ocapll/;'.J It Cillo 

expense. 

16. Uflcollect!blesvaiy wit'HofaJ te\"ehue~d lhetefotewitb rotaJ'()the(~~.j>CiiseFO,Of . QZ,<f fll ,(, 

10 (';{)il(FI~ll, .1),0) ,11 ')~.!jl,Jl fl','j '(IdiJIJ '):11)' ';>WJJ<) ibidN .')11£1'//'11 ))f1I-,')">';~1Jili ~!!1 ).:) >;;;!:,,~ 

17. In D.9~-OI~11.,we adopt&l'ah authorized level'ofbase tatt'te~/ehbe'tequireiMrtt'(A(BRRyirfl . 

of S4.OJ7.· miUioii and n'e'removed the base tale revenu'e'r~'ultemtnt m&Jated With SONOS)':-,oFI 

2&3 in D.96-04-059. ,~';II(-');tllJ 'J',i !iIYlill') 

18oC-To adopt a rate PBR fQf nongenerati6n'requireS detetrlllliing separatt'ra(iS fH/rlottgehel-aii6h O! 

and generation base rate revenue requirement. To accomplish this tequiiesseparatiJg'AII,oib \ }.I.'] . . ' 

existing rates and charges which recover base revenue requirement into rates and charges that 

separately rec9,,.er generatiOn and qongenerallon bak tevenoetequitt5tne:nt:ib Lfl( ,,<)i;.' il1!l-ili, IT ,I { 

19. In D.96~OhOll.,we required Edisoh ((,file an:Appli~atlon tfit fiqU~ltd aifadjustmefif(6l) ,~I 

infJatjoqlli iWe .wm 'treat. Edisori's PBRApplicaJiop asfatfApplicati()fi~(6/Ihls I)uff,osoarld Will' "I~O) 

allow Ediso'n to apply the CPI-X update rule effeclive]anoat'y-.) J ,J 991.' (or oQntehtfatiBkhUts01dD 

eff~th'e in 1997. 

- S9 -'3f: -
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20. In Ordet 888i I:ERC tSlabJisMd seven crit~rta (or the (uh'clional seppatior\ ofl (rM~I\llsUon c: 
and distribution components and, therefore.ratebase. [n its FERC filing made on April·29.',U}f} 

Edison requested that FERC (~ectare lransmission facililies as those carrying \'oltages 230kV or 

higher. FERq,fapprov,al of.mYsuppdrting ratebase and "re\:enue r~quitc(ment must al~o()Cctit .\'So" 

\\'~n bef?re lanu3I)' It 1998. to altow Edison, PO&B and Soo&B.'9 complete their distribution!; 

PDR filings here. FERC's approval of the Jatebase and rewnue requirement (or transmission 

will help u~make ~ fina1_det~nninalion oftbe initial·value ofJhe distiibtIlion.rfttebase and J (I) .(i,~ 

re\'enue.r«Juirertlent (or ~ch utllilYJ., /:,Lri t;;,yJ / .. :..!rJi:':.>b J".; ui 'J"~fll~jb s:h Hi:d '{d '(IfI.Jift.mrJlIJc 

.... lflir}'1 "j;i.i1 (fJl p'~'A 1'; '(<1 k.~W.fb N,il :;iJll;/ J':;i;;li • dllr:'lfli S" 1 HI -;,dl 

21.0\'er the past decade the CPI has tracked the \VholesaJe Price Index, 

22. Use of the CPI provides a general and usually much less controversial choice as proxy for a 

utility's input priceS) IIjj!~<~ hl01 Wt L), .... j fi:';t~r;b·;·rll <-:.nil'.d"'·<J!;il~"I')ll'/II~ ,..)"rJI~(11JJ i]o,ito] .()~ 

23. EdiSon's' srudy.of (otal factor p~oductivity for jts enlire (gener~tion ~d 'nongenUation) :{~ f11i 1/ 

system pr~.nted iriils' 199~ TesllYtar Geneial Rate Casei verified by PRA \hiQ,ugb its OVr'D llllj,)) 

independent analysis, reported a value of 1.4 percent while Edison's study of Iota I factor 

prodoc~ivity fOf it! nongenerationbtisiness prese'qted in Edison's'Uvlsed PBR Appli~ation inl . t f. 

August. 1994, reported a 'value of 0.9 percent 

24. In D.89-1O-03I, we recognized that unexpected events, which we labelledZ-tafIOfs;d)\ild,OJ 

lead to changes in the utilities' costs, some of which we would want included in the utilities' 

revenue requirements 3I)d some ofwhith \\'6 would hot) :'-'j'IJ!J~ fi1)jj ):;i,;i!l>~ l~llioJ(IJ') :,rfl'w'{ .f.! .. 

25. In D.94r06-0l h \Xeadopfoo nine criteria to ~seSs whelhbr a .z.fa~{.ol oci:urr&if::.:r( ~t1I tQ~I . H. 

,nVi( Of 

. -60~-
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26 .. The E.RAM baJariting,accQunt-allo\vs the OtiIity'to recover itS-AtBRR'ddpilel:Ues'tl() Ell .(1\ 

27. Edison proposes to repJ~ pmicipatibn in tM ann\laJ Co~t,otCapiral prOC!!fding \\'ith an l'{iii 

aUlonlalioc6sfoftapit'!l 'rTriggUM~th.inism·'-! I) 1.(>-,1.:1 i:IJ!li I)) .2Ci.!I .i '(!':iill~l )i'~l"_.-{ Ihll 

28. In Edison"s Trigger M&hai\ism~ Edjs6n~s'ai1th6riied relu'to 6n equityw6lIJd change q!:..d IIi,'! 

automatically by hathhe change in a double A bOnd index valpebut only when the av~tage 0(1'/1 

the last 12 months' index value has changed by at least 100 basis points. 

29. Ediso.n requests that we allow it complete flexibility 10 change its capital structure. 

30. Edi_son proposes a net revenue'sharing mechanism based on total system revenu.es·"l"i /-:lili111 

(generation and nongeneration) and built around a benchmark of the. to.tal return o.n rate base 

with shareholders ftX'eiving all gains Yf losses up (0 1.50 basis pqinls aiound the .benchmark!;:' J, r: 

return and shattng equAlltg~iM eft losses bel ween 150 and 300 basis' P6ints \vith ·ratepaye{s.'!'J!...-e 

31. For ou'tage' 4l!tatioifbrACMI; the hiStorical perCofJ1lance is ;59 ininute~ fot the past. I 0 :)"ears],j'l 

32. For system interruptions, Edison proposes 11.300 interruptions. mEW 10.900 and DRA 

10,800 (or; the perf6hnanre'slandaid.-'! ,~!{1')1) L,')I'j':.'V':-w Jf.~ff L'j\in:~(j,),il ~'!! ,tEO OI·Q3.0 nl Yl 

, 33. For the customer satisfaction SUIyey. the historical petCohn3:nce is 64 perc~nlinliuVJl ':Iun'J'fJI 

34. For the health and safe~y ihde~.- the hIstorical pet(Onnance is '13.0 ,fdr7 .yeats futd:13S: Cof .(~' 

to years. 
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J. A rate PBRdoes'not requirc-a ~aJes (6teca$l ~cause a tate PBR slmply'\i}xla'es cutrcn\ tatMOl', 

with CPl~X to determJne future tatcs.which'eJimiilates th<fcontro\,Hsy of sakffofC¢3$tf6r nO'V:'>l 

balancing atx'otints such,aS ERAM1 t:{.il~';",l1 ';rl' JA ,I,flili,U[f) ~,njIIJ(J11{!11l fVJ!:,h",.')r; .,Y/'JI k!·: 

2. The CP] ·sh.6uld be'used as the priCe index (or't~e non'gen~rallon ana dist'ribtilJon PBR!1~ 11) Ii lrv 

(11 J1',;'(db ~/i;[1',/1I ,){Iir.':! '~ji 1i!' .. :JI;lJl'l 'j1l1)0 ')lI!il ;'J'i'J)~1 1'i{1;(Pliil ":Ill! IflG~i!1 (hilt)! !ii'J'J!-:Al 

3. \Ve adopt a P~OOuc(jvily'mU\ure ~\'hich start~ ,With a vahfo of'I.~and·incfe~sts b~ O.'2f!etC~dt:};. 

a year (or the next two years., Thus. we order prOductivity or X values of 1,2 (or 1997" 1.4 rot;/o;oj 

1998, and 1.6 for 1999 through 2()() I. These values wil) apply to bOth the o6ngeneralion PBR 

and its succes.sor, Jhedislributi6n PBR.:>l b!tJ<:Jfi.? m;.inA'zm ~nil':I!l ·jlJn:"/~'l Dr. ~/i?I.J]~/J1'I )r;O .V 

4. \Ve wiH maint,ain the nine Z-factor criteria deYeloped in D.94-06-011.'J'Ve'Wili cldoppb!ndJlfff~ 

Edison's threshold and deductible often million dollars. 

5. The ERABF should r~o\'cr only the diffetenceJjetween recor(Jed ahd a\lthoriie<t ()ifllll~inf,d:'':'(fI 

nongeneration base te\'enue requirement attributable to DSM . 

. ',;J!,l'{:'T.'fV)ll ~ .. :td!i tn', '{wi.ai )';.'{ol';::rlil,!if, ... Ii filiIlIIFLnL!~ h)~r,t{()1tl"'W:Hn .11 

6. The Trigge"r mec~anisn\ should be ~used to update th~ authotited return ·6n-~.qtnt>' for t~ f!fut:.i\')n 

purpose of updating the net re\"cnue sharing benchmark and (or re\'enlle requirement re.coyery. 

"ninO 

7. Edison's request for unlimited flexibility in its capital structure exposes ratepayer to possible 

undesirable financial risk. :'1'1.11'1' U:'BI:'HlHO 21 1'1 

;,irfJ 10 '{Lh ".;1;jJ)H~ ''jri! ;'~f!i, .. ;oHr)t '-'(iJ) Or. mrIJ 1')lLi 0f11'J)J').I ~oj/bA fin ~rn Iff.!f~ nOlib] .A 

:?noi.?i"(fl'l gfti'lIo\[ol ~rfJ ~,h!lbrTi !{ufl. cbi({" Hoi"i::;':ib 

, - 62·-S:i) -
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8. The net revenue sharin$ mechanIsm should be based on nongeneration revenue! 'luld built fHH./) 

around. (l ben~hmaJkof t¥ fiuthotiUd relum on equi ty. 'f) 8)' asSigning s}1arehotders th'~l(1 ':IILl A .f 

responsibility (Qr all gains aQd lo~s within the inner b!J1d,we in~end to'assign them lh~ gMrls II iN 

and losses associated with routine operation. At the transition ft6nl'too imler band to the~;1i):l>rI;fJ 

middle band, a split of 10010 would provide nO maIginaJ incentive to. the shareholder While a 

split of 501~O~'ould redUCe the ratepayer ~hare of both in'ner arid ,niddle bands (d 6nl)':20l') 'Ai r .f: 
percent which means the ratepayer receives little of the productivity gains. \Ve have chosen (0 

stClfJ. lb¢.o.ulet ~and al'300.basispOints ~au~ the productivity required 16 reach t~ outrr'ban'd' J. 

is 0\'eJ,4 p¢n;el)l:[ ]f)) ~.11!) ,)01·,1 X 10 '{lifiL,UlrIVl Y.i!J,O '~IJ ,;udT .~l'~'J{ IHII J/,,)O ~f!J 1(;l1','i{ r; 

}!tPl w/i!';;-:'n:J1i1!J.I AI (1)(".1 (,' '(lrnfi IIi 1/ ;'"ul(;1 ~,,:d f .IOt)s: rlgumrlt CeQI 101 £).1 bClli ,%Q(ll 

9. Our progressive net revenue sharing mechanism should rel"eaJ'achievableand pennanent' .... Ii bfl!~ 

productivity gains over the duration of the PBR and should balance the intere.sts 'of the ratepayer. 

shareho!der:md employee:, !o ,}f) i ~!.(f iii h'Yfihhh ,: i ulin Wi:"f;I·~ ';'flin 'iff! flif;llli!:fil fli','/ 'JW .t· 

10. The PBR should encourage continued improvements in service reliability and an incentive 

mechanism sh61H~ioc()1POtale both rewards and'penaJtie!), '.:lI'{llli) h/O~"l Ullnii~ :w/\}!:t ":;,1 r .f: 

II. mEW's proposed standard with its slightly lower injury and iIIn,ess frequency rate 

benchmarJ.;. \Je.S\ r:~O~cJs QUI.coPllhitment (0 the malnfenarice of health and safely standru.:~sl T -:d r ,<1 

IT IS ORDERED THAT: 

A. Edison shaH file an Advice utter no later than 30, days following the e.ffectiye day or this 

decision which shaH include the following provisions: 

- 63 .~~ .. 
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1. EdiShnlshAlrSepMate ikgcnt'retion-and nOhgineratiob ba~e rato're\,enoe {equir~tmnts by:: • .\' 
allocating: ,I{(i': d\,',"ldl \'(" [Ii .)_1 ;:-;{:i..)( ni t'_1 .',v(lllii r.f :)5HI'/ £"dfudil!,ib L:!, n"i;-,f-;w,'; . ' 

a) Transmiss'ion and distribution O&M to nongeneralion; 

b) cu~lorM( attO'un'ts(o'n6ngenerktlofl~' iii 'AI !:~-' f)j>vj "t'l'"'''' '-1';j /,"1-,\ '.·:if 'piJ II,A .. u, -ifd _% 

c) CS&fcos.ts lo-getietaif6h 'ex~e~ieC6IltHnfc developmttJt c6sl~ to nbrigenelatIon:·{J f, 1.,1', 110 ;)() 

d) AdMlnlS'tlaliHdhd gefieiaJ f6~gtn'eiaH6fI ~Ma l'I.ohg~nerati.6nusing'a laooqtJJocationtnitn'l()):.fi 

e) RD&D 47 percent to nongcl?eration and 53 percent to generation; 

o UncollectlbUs 1~'gine(atI6lidnd "6tl~enetattol\ b~soo 06 '(ota] Othet: expedses)lif lfrr'~ f:f}~i!d .(1 

g) pcopJAy(dddtef:lled faxls-b'As'M 6tintt-plafiVl'J'l'il ').'fd llf)i!,.J)i1')~w'n t.'}\i-l(j(flt"~ ho;, 1))1,}0))1 

2. Edison shaH separate its generation and nongene~ation ALDRR after making all a.djustments 

which'we hai:tbtdered sidceEdis6i\'filed ilsPBR i\'ppncalion~'IJI:"!li b;~f, 'l()hhh l!u"i· w.~_dd ,oi 
L~?Cl-"} l',J_ rF!li injl;;II'J-'ni n Jr\! ~'-'-I !-'Ijl.hf_: (~l d~'ifh JIl~';!I'jl!!'f,';fIl Jd>'l'}') !iLlI1'! j l~om 

3. Edison shall separate all existing ra(~ and ch~ges which ttCOvef baSe te\'en~e requirement Olil 

into rates and charges that separately reco\'er generation and nongeneration base revenue 

requiremeni;;iilll ,..1u:;',·,_-'; l' .. ,b) I!!; 1';I-'IH/,jH '{irni; bU', rllJ{I';-1J oj 7.·~Jf!llnr,) Ilv!" c:rJ,if,:l.11 

4. Edison shall apply the CPI-X u'pdare-fule -effUii\'b Jarturuy, I, 1997, (or ti1mgeneration rat.es; :.! ,1 

effective in 1997. 

• 
':.iniJ- ..... f;') ffi)':-'F oi i-'f!!;;'fW; ';:11 '.JLul J/.'} lIul" ilfi"dd .~'/(jiL f''Jlfj'j{;:-'; i'l1!'ifll':lliuVIl ':difl·YI':.Il 

6. Edison shall use the CPI as the measure of inflation in the update rule for both its ~ {wil[.'.;i;IO!III~ 

nongeneration and distribution PBRs. 
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• 7. Edison shaJlli~ the (oUowing yalueS for pJodu~tivit)'()r eX ill .th9,~pd;lt.~ .J1lJ~ Jor.~l}.itS.f,: I .1 
. - . -

generation and di~tiibution PBRs: 1.2 In 1997; 1.4 in 1998;.1.6 in 1999 through 2001. :~'.l1iL~->0l1l' 

8. Edison shall use the Z·faclor standards based on the niQ~ _Z.(~~(QI}ri.~en.a.. ~~)'~lope4\I:\.Pt?·h d 

06·011 and a lhre.shold an~ deductible ()f ten.million d()ll"Js.:,~}}c)f'~p'al' l\~¢.~ ff.-x~s;~J9(\('·) () 

accounting. aSsessing and adj\1dicating a Z4{~tor cl~m whi~b.it(QJu.i.sJ~l)t wJt\t PI'l,.,.-;%;QU,\ {b 

:[;ni",I-:;rtY~ .,' }fi):'L··, ~f. LIf; 1;()j.!',I'):l'J~W'iI of '11')'))'){1 \'t, O;],(J}J ( .... 

9. Edison shall limit the ~ope of the ERABF () r~()}'.~~.c)qJYJhtf,<Jj«(~(~Jlt.tf,~~w~ep.Jh~A[()-"nU (1 

recorded and authOrized nongeneration base re\'enl,l~(e9ltj(e.mem Q.~J~ H~J}~~pt~,P.~M;l(tl(t <.~ 

adjustment mechanism. 

10. Edison shall develop and include in E~i a:D.SM.~~j~$tm~l).t~~~isp.v»:}tlch HS~~' ~~fb, 
most current ex·post measurement effects to adjust for the conservation impact of DSM 

programs OIl nongeneration base late revenueJ~ql,lJre.menJ~~;,l \fli1-i-'~ Ii;; CJ);l' T)~ 1I:!{~ [[O,j!,:{ J 

11. Edison shall continue to use ERAM and apply ERABF for all other accounts whi~\k.dt!"Jliljp')1 

currently use it, and include a mechanism for a surcharge. applicable to the bills of all 

ra~epayersj to recO\'~r fhe reyeiiOt requirements fQ~ J~~i\C~9\l.n.\$.Y.-l·J) '.iil '(1'iq;: Ifult (io,II,:1 .t, 

S('(lt ni ')/lLo-th 

12. Edison shall exclude from the scope of this n6ngeneration PBR all generation related 

revenue requirements consistent with our-gui~~_H~Jor 111e.11.djni~j91) pfJlQ~ge~rC}ti9f! ~~~JC\tC:( 

revenue requirements adopted above. Edison shan exclude the amounts in special one-time 

... 6$3 -
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13. F.Jls6n shall ~e(alnthe ~uttent ofie~\Vay bhlancing a~oimt tteatmenf.(QI: .6.p~p.an~.p~M;.t1i1i 

ac(buhis'whtchal~OWs'aHY'ftdocfioti in $pending (6 flow onty.lo'r~tepa)'.;~ ~1j4J~Hs~".~h~H,nRb 

apply tlit It\pdAt,fiille'6f tpi-X;to t11t re\'critk requite'ment for ,hese 4\~QUmS .. lib-.!l·~ff';;· ,r;nIJn, >J 

L.p, Al':I:<i:,j',j :<1' ',(r-,L "':f1il~-\1 ",i'J"f()ii,' (,'·r,'{ H. '.J1i·, ,-,If, ·1, ;']'!!o f"'''f ,·'1' f ... 11" " .- .. _' .. -.- ~ J • ,_·L· .' • .J1:JJl.[ ;' ).1 ~Ji.'~~tJ ~.: )n"n 

14. Ed'i"sHh'shaU'-e~Cl~de J-iaz31d6U~ ·Substance ~leaJi-~p Cost Rect)\'el)', M~ J .I~i~onl~ .L9,'Y,:" HI ';1 

Emissl6irVehlde'-pt'o&tc1n\~ fro'M too nongi~rit\ionPBRz,:1 ',','linG iIi'N ,;'11 ,huj b'l;!) 'AI fJf!vl 

'J:lj '.'II'!'/! ?loi',>1 "i,I:,t 0fh) mill ')F}iil :-!l;,) flJlJi)ll"_',i1i,') .-li li ff!i;1~~("1 }HN ~dl bru; ~.iIilJ;ltt 

15.I!dil~d !!lIali ijped ~~ataslt6phici MeMorAndum E,·tilt; Ac;counl in: ~~~lf!:t }yjtl), r" .. lJ .. J~~~'l 'A 

454.9 (0 record costs related to a catastrophic event, and Edison will submit a re~.a:\.w.};l;~~~ ~ilJ.fI 

describe the availability of catastrophic e\'ent insurance. 

('( f'-, tlJi:/..;[('·,'" rfilini f"; ');1/ H(A~ (frj"i 1d .1l,~·)J.. i')-} ',;djfh;l-'. '{lilid.-;if'.11 ~ji'/IJ/ ,iIj nl ,fIt 

16. Edi~6'~'s'5h'all iis'e UN! ~"factotprbCeS$ withoUt the deductible rOf'Pfpj<:~\~ §t}b~\ t9,~~n~!ri 
Utilidd'coiie' seC'lioif463/ 'Ed goinh'a1 ( use tHe Z-(~tor proce§~ \'thh~ll,tJQ~4~d.\l~tt~1~ ,~: un in I 

addreSS'l~'ie\'en~'e'leq'UUgmen(irilpac. M the fofrllatipn Of neW tnuni,cipSll"lJiHti~~::(,. :'~f~ VHf; f1'~ 

~:'-'kt, 1,,):Hi,ll ~[ -t,. {tL'fllil!:fll'f;.I1!i;: c;~';r,iifl L·'I ;'i'l',,!Y ;-,(,HII-'" , .. !fl).', "1't"("-'1 "",-'11"1") • - . . .'''' ,.... ~ .P. J I·~;' I ~ J .. t.1 . 

11. Edison shall use its Trigger mechanism 10 update the authorized return on equity for the 

purposl6tJi>da\ih~'ththet reVenUe'sharirig beilchm~ 'and for te\'en~Jellul(~~nt.~~~)'~JY~1 ~ 

18; ~Edl~oh( sh'A1nirhff its'cap~H~J f1exlbiJityf6r~ebt 'and equity to within S Perc~pjageJ>9J.I)!st Ln'; 

from that adopted in the 1997 Cost of Capital proceeding. adjusted for the share of total ratebase 

whfCti'lshll3J&l~ t~frtongtMfalion-a:s~6f JahuruY IH991.;. no~rr):i ,fI()jlJ;~l ... i!u l~ilinWJ) 1o)~1 .~\ 

19. 'EdI~o'ifstla'luse~ftne-tte\ltii(it'~harfng' me~hanism l>ased on nongeneratjon ~e~'~n\l~.Jmsl. ~L t: 

built aloUi\d"tiberlchmark; ot'tntHiutMiited' return on eq'ui{yrTI1e' nefte\'enu? ~h,arif1g ,fli ,'I lf1i l}(1 

mechtAntsifl\'sflMreHtSfnpas~'ihe same k'coPc'of tevenues 3J)d c()stSas.lhe_PBRj\$~J(, 'j E.4i~9.p .. :..Q 

shall'Urd~hb Jiiihonzru &\uilyYt(uitn~n 'ralebMe l()'define the benchmarkc:Sh~~b~t!Xn.5bi\!\/~1 

receNealI the 'g~iGs )ilid Jb}~'e~'Oin6 50'basis-poi.nts arouhd the benthtllark.·Wbf~h ~p. ~~~HW,r!~ 

--"'66 -
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innet h"'aSM>l i nel,vtch so 'artd 300 basi~ poin~s tho ~har~ho!deHh¥.q .9J g~,h.'H?! '9M.~·$ ~fwH ,ris.~ I 
c()ntirtu6Mly (r6hl'2S truoug,h' 100 Mrcent ·\\,hile JM rat~pa)'(f ~hM~ §ftt1J~9r.r~~P~W~\ttgly~ M~.J: G 

continuously decline (rotn>1S to O·~rtcnt.'l \Vt ~all this.band 10 .wl}lc~ ~ti~ng p.cf,J,if~\,\hYiJ '<lq(~~; 

middle band. The shareholders shall receive all gains 300 basis points above the benchmark and 

r~main ttJpOiiSibt~ ldraH Jos~eS ~lo\v 3QO basK points ((()mtl)~J~~1;lpl,~~; J!.I1 .. d. \Yx ,c~t,h.i~ ,1, I 

band the outer band. We will allow EdH6i'a'to apply fQ! .r~~nsJ.4~f?tiqp', pD~ .l}~H~yen~~"irll:1 

sharing and the PBR program if its eamed return (aIls 'more than 600 basis points below the 

benchfilhk'.Md' ttquire Edi~ol\ 10' appty.if iH earned re(um ,.i.s~~ 14!.1?9)'~d699 k~iJ W~.Qt~.~~~'p .1.1 

th~'oetkhiriar}(l'l' .. l f, l1HiOi';" IIi /I tl(uih:l kH; ,fw) ('j 'J(!lrjill!/},b') g 01 fo,'d,.n ,;.!-:r,) illl») I 01 (lJ ~l, 
.'.}).'1LllPiil rrv: ... ,') ..,ir;'VJll,iDhJ 10 '~Jdirf':lir;li; ;rh -:>di"l).>')[, 

20. In its service reliability standard (or ACMJ. ,Edison shall use an initial standard of 59 

miti~ies'it\'I99idetJinrng by '2 ffii'nuteS fot each subsequ¢.nJ.):eMf~naJl ~,~~ ~H~~~,~~~,\?J§':I .i)1 

minuteS aha 'shin fUSe' h 'tolling 2 yeai ~Yerag~.' Edison shall f\9t, r~~h:c" ~qiJ;l~yjr J~,~.hJ~X~f! J 

an average o( 55 'rrun\I'tes'(iotn; 1997 through 2001, the ~ y~~~ ,Q(\@. .~U~\:..~l~~n ~~~tl!.~~,ft ,I,,; 

reward and penally of one million dollars per minute with a maximum of 18 million dollars. 

~ . .:fJ 1'J'l{j;I},"J Co) .,iIl):;l L)\i!f',d~,'" :.-ril'ji' I\'i</ r;J i!l"ilfi!)');n L'~,~id IIi 'j·~lJ Hri!; fi·),;ih~·1 XI 

2 L' m its serViCe teUability standard (or frequency, E4isQIHh~J,l. ~~e~;t fil~~·¥1, ~f. ;l?~9;Q9J)(l{fl Ij'! 

intenuptions with a de~dband of 1.100 and a.rolliIlg 2-)'ear average. Edison shall use a reward 

and pen:altY'6f one mIllion dotJars per' .183 intetnipJiQI\~ "yhh a,~~,i1p.,!lP,p1, J~I 'TIjl,\ton f\?n¥,SB I 
• r .. . 

':';0:-:,.-,.1,1.;'.' if) , .. !",-i~ '~,lill()'1 L')},;'nL-:. .~niIJz':"}YI !:,li'1'/) in '<:0') \('QI ::,:1} He J)Jlrlof,':; !f,dt fIlOlI 

22~ For customer satisfaction, Edison shaH u~e tile liist9ri~, peI:(Qfm~~~J~W\~fI.l}!~~,,~ .~f~~.mt It 
a dddband 'of 3 perce-fit and_use a reward 'and pen",)Jy,9.! ~:m.WiQQ. 9PJ!~ .(£r",~~ch.ffirf.~n\t~~. (l ( 

point with an1admu-J'I\ 0(;10 million ~t!\u~; 3'.~ ~han apply,~ penwty)iJ.lJ~f!f,~ .. ~rJY\f~,%~_AG HiwJ 

because ~'e \van( 'E(U!3n (() offer comparable _sefYk~ J\l"~_H w.~~.::};¥Jj.s~? ~b<H' J1m,'~~~}'>;~r~d },)111 

re\~krd if ttie~iteriror cust6mers iIi the bottom h:\'P~«;;iiJ~goJ.i~ ~}(~~~ H~ P.1L~~m; ,f,flt1~Ji Hui? 

shalibfSerrul' ouisldtho'rvty firm to. tonfirm a {eprf;s~~t~'h:~ ~lVl!plpJQf,!\~S»,s~9,~r;,J:~i¥?,n,m'j·f.i1 
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23. For empJo)'ee heahh and safely, Edison shall use a penalty \vhkh applies to the range (rom : 

13.3 to 14.2 in the index value with a penally incentl\'e o( 5SS thousand dollars (ot each 0.1 
. . 

incre-ase in the perfonn3JKe index : nd a reward wh'feh applies to ~he range from 11.8 to 12.7 

using the same incentive. 

This order is effecth'e today. 

Dated September 20, 1996. at San Francisco. California. 

\Ve will file a joint concurring opinjo~. 

lsi P. GREGORY CONLON 
President 

lsi JESSIE 1. ~IGHT, JR. 
Commissioner 
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COMM ISSIO~RS JESSIE J. KNIGHT AND P. GREGORY CONLON, CONCURRING I 

Although we are supporting this alternate decision, we both 
would have a prefer~ed a Performance Based Ratemaking (PBR) 
mechanism that would ~ave imposed a significantly higher annual 
productivity factor upon the company, probably in the range of 2\ 
per year. 

In our minds, the productivity factors of 1.2\ to 1.6\ 

adopted in this decision represent a continu~ti6rt 6fbusiness as 
usual. They are not sufficient to bring about a paradigm shift 
in how the c6mpany behaves and acts. The adopted productivity 
factor is not sufficient inf6rc.ing the-company to make 
fundamental changes in corporate culture and strategy as it 
emerges into the new competitive environment. 

In exchange for the higher productivity, we would have 
considered giving the company a wider band on the earnings or 
losses that they wouid be responsible for achieving. 

In our minds, some of these issues can be revisited_ when we 
have the mid-course review of the PBR mechanism 2 1/2 years from 
now. For that reason, we both support this item. 

San Francisco, California 
September 27, 1996 

lsI Jessie J.Knight 
JESSIE J. KNIGHT, 

Cornrnissioner 

/sl P. Gregory Conlon 
P. GREGORY CONWN, 

President 
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COMMISSIONERS JESSIE J. KNIGHT AND P. GREGORY CONI~N, CONCURRING z 

Although we are supporting this alternate decision, we both 
would have a preferred a Performance Based Ratemaking (PBR) 
mechanism that would have imposed a significantly higher annual 
productivity factor upon the. company, probabiy in the range of 2% 
per year. 

. 
In our minds, the productivity factors of 1.2% to 1.6% 

adopted in this decision represent a continuation of business as 
usual. They are not sufficient to bring about a paradigm shift 
in how the company behaves and acts. The adopted productivity 
factor is not sufficient in forcing the company to make 
fundamental changes in corporate culture and strategy as it 
emerges into Ehe new competitive environment. 

In exchange for the higher productivity, we would have 
considered giving the company a wider band on the earnings or 
losses that they would be responsible for achieving. 

In our minds; some of these issues can be revisited when we 
have the mid-course review of the PBR mechanism 2 1/2 years from 
now. For that reason, we both support this item. 

San Francisco, California 
September 27, 1996 

President 


