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�introduction


President Conlon circulated an Alternate Decision (AD) with respect to the issue of residual calculation of the competition transition charge (CTC).  For the reasons discussed below, the Commission should adopt Administrative Law Judge (ALJ) Malcolm’s Proposed Decision with respect to this issue.


�THE Alternate Decision’s Method Of Calculating CTC IS UNSUPPORTED BY The Record, MISUNDERSTANDS How ENERGY USE IS Metered And Billed, And WOULD RESULT IN COst�Shifting


The AD does not address the utilities’ arguments regarding the inconsistencies between assignment of a CTC based on a rate group average load profile to all customers in the rate group, and the rate freeze mandated by AB 1890.  As explained in Edison’s testimony (Ex. 7, pp. 68-69) and acknowledged by the ALJ Proposed Decision, a non�hourly calculation of CTC results in violation of the rate freeze for some customers, as well as cost�shifting.  The following example demonstrates this result:


Assume a bundled generation rate of 5¢/kWh on Edison’s schedule GS�2.  Customer “A” is on that schedule, has a demand of 100 kW, and has a worse�than�average load profile.  Based on the procedures adopted in D.97�05�040, if this customer elects direct access it must install an hourly meter.  Further, assume that the average GS�2 customer’s load profile priced at the realized hourly PX prices results in 3¢/kWh, while the load profile for customer A priced at the same set of PX prices results in 3.3¢/kWh.  Therefore, there are 2¢/kWh and 1.7¢/kWh of CTC payment embedded in the average GS�2 customer’s and customer A’s bill, respectively.  Assigning the rate group average CTC of 2¢/kWh to customer A clearly results in the shifting of additional CTC responsibility to customer A in violation of Public Utilities (PU) Code Section 367(e)(2) which requires that “[i]ndividual customers shall not experience rate increases as a result of the allocation of transition costs.”  


Furthermore, even if customer A is able to cut a direct access deal for energy at a cheaper price than the cost of obtaining it from the PX (say, 3.2¢/kWh as opposed to 3.3¢/kWh), that customer will experience a rate increase because its total generation rate will be 5.2¢/kWh (2¢/kWh for CTC + 3.2¢/kWh for energy) which exceeds the frozen rate level of 5¢/kWh.  It may be argued that the rate increase experienced by customer A is the result of an appropriate allocation of energy costs and elimination of existing subsidies to that customer.  Edison supports the elimination of such subsidies and in each of its rate design proceedings in recent years has taken steps towards this end.  However, it must be recognized that subsidies which existed in June 10, 1996 rates are frozen in place during the transition period.  In addition, for customer A, PU Code Section 367(e)(2) is again violated because that customer’s direct access energy price is below the PX energy price and it still experiences an increase in its total energy price.�/ 


By calculating a PX energy charge and therefore a CTC based on system averages, the AD goes one step further than the proposals made by parties advocating a non�hourly calculation of CTC based on average rate group load profiles.  The AD’s method expands the potential for shifting of CTC responsibility between members of the same rate group (intra�class) to one that will result in inter�class shifting of CTC responsibility.  Realizing the extent of such problems, the AD states that it “anticipate[s] addressing this issue in the future.”  (AD, p. 37)  There is not much time left to January 1, 1998 and the Commission should resolve the issue of CTC calculation in this proceeding.


Furthermore, the AD departs from the record in this proceeding by adopting a weekly calculation of PX energy costs.  Customer’s meters are not read on a weekly basis and bills are also not rendered weekly.  Therefore, the AD’s proposed method of charging customers a weekly CTC cannot even be implemented.  It appears that the AD’s method is premised on the false hypothesis that by calculating a weekly system average PX energy price, the lag in receiving settlement costs will be significantly reduced.  The process of determining imbalance costs is related to meter reading cycles and will not be expedited by a weekly calculation of PX energy costs.  As a matter of fact, the weekly system average PX energy prices including UDC settlement costs will not be available until about 50 days later because the total quantity purchased by UDC from the PX and sold to its customers will not be known during that period.  The AD, rather than resolving these problems, delegates this impossible task to the utilities by stating that “[u]tilities should address these issues in pro�forma tariffs that will be developed in preparation for the workshop to be held in August.” (AD, p. 37)


Although the AD acknowledges Enron’s proposal that marketers be permitted to pay the CTC directly to the utility and to have separate arrangements with their own customers for payment of CTC, it rejects this proposal because Enron’s proposal “would create an extra hurdle that might discourage prospective non�utility energy providers from participating in the California Energy market.”  Edison continues to support Enron’s proposal and does not believe that it in any way limits or discourages entry of energy service providers into the market.  For an average customer, Enron’s and the AD’s proposed method of calculating CTC result in the same value over the year.  Therefore, it is not clear how Enron’s proposal imposes a significant burden on the energy service providers.


�CONCLUSION


For the reasons set forth above, supported by Edison’s testimony in this proceeding, the Commission should grant Edison’s Application and its proposed findings of fact and conclusions of law (as submitted with its Opening Comments on the Proposed Decision of Administrative Law Judge Malcolm).


Respectfully submitted,
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�/	PU Code Section 367(e)(2) states in the relevant part that:  “However, customers who elect to purchase energy from suppliers other than the Power Exchange through a direct transaction may incur increases in the total price they pay for electricity to the extent the price for energy exceeds the Power Exchange price.”  In the above example, customer A’s price for energy resulting from direct access is below the PX energy price but the customer experiences an increase in total price for electricity in violation of this Section.
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