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SOUTHERN CALIFORNIA EDISON COMPANY'S (U 338-E) COMMENTS ON DIRECT ACCESS TARIFF WORKSHOP REPORT


Pursuant to the July 9, 1997 Ruling of Administrative Law Judge (ALJ) John S. Wong�/ and the Rules of Practice and Procedure of the California Public Utilities Commission (Commission), Southern California Edison Company (Edison) hereby submits comments on the Direct Access Tariff Workshop Report, and revised direct access tariffs, UDC�ESP Service Agreement, and other proposed tariff modifications required to implement direct access.  


�INTRODUCTION


The three electric utilities filed pro forma tariffs and service agreements on July 15, 1997, pursuant to Ordering Paragraph No. 5.e of D.97-05-040 (the Commission’s second interim opinion regarding direct access).  As Edison indicated at that time, its pro forma tariffs and agreements were


[w]ork-in-progress in response to the challenging issues raised by the establishment of the new competitive electric services market.  They reflect Edison’s current thinking; however, Edison reserves the right to modify them, including adding or deleting particular service offerings, as their review by the Commission by the Commission and stakeholders in the electric industry restructuring progresses.


Subsequent to the filing of pro forma tariffs and service agreements, on August 4, 1997, parties filed written comments on the utilities’ filings.  On August 7 and 8, 1997, the Energy Division conducted a Direct Access Tariff Workshop in which these filings were discussed; the Energy Division issued a Direct Access Tariff Workshop Report on August 22, 1997.  As an outgrowth of the workshop, a number of Electric Service Providers (ESPs), consumer organizations and other interested parties formed the Alliance for Direct Access (Alliance), and began the process of drafting a direct access tariff and service agreement for state-wide use.�/  The utilities began negotiations with representatives of the Alliance in late July 1997, with a view towards using the comments ordered by ALJ Wong as an opportunity to present the Commission with a tariff and service agreement that reflected the combined efforts of a diversity of interests, and that would -- hopefully -- enjoy broad support among the stakeholders.


The negotiating parties met numerous times in August 1997,�/ exchanging drafts, hammering-out revisions and debating issues.  One of the challenges of this process has been the fact that the Alliance representatives were participating on behalf of a coalition of numerous parties with diverse interests, which hampered their ability to obtain quick review and response as the negotiations progressed.  Just prior to this filing, it became apparent to the participants that there would not be enough time to complete the negotiations and to integrate the agreed�upon terms into a final draft.  Therefore, the utilities and the Alliance agreed to separately file proposed tariffs.  To the extent these parties’ -- with ALJ Wong’s cooperation -- have narrowed the areas of disagreement, the restructuring process has benefited notwithstanding the fact that agreement on a final tariff was not reached.


�TIMING OF DIRECT ACCESS IMPLEMENTATION


Edison’s revised direct access tariff reflects the business processes and systems capabilities that we will use to implement direct access.  We have been working literally around the clock for the past several months to complete the many programming and other tasks which are essential to implement direct access beginning January 1, 1998.  The scope and complexity of this effort is unprecedented in our experience.


Our main objective is to provide the full range of direct access services ordered by the Commission in the time frame required.  The processes and systems that we put into place initially may not meet the desires of every market participant; however, we are committed to working with the various market participants to build upon and improve these initial processes and systems in a timely manner, consistent with market demand and cost considerations.


In order to meet the goal of enabling direct access on January 1, 1998, Edison has had to make many design decision on how systems and processes would function.  Many of these decisions relate directly to issues that the Commission will decide in this proceeding.  While we are not limiting the Commission’s ability to decide how these systems and processes should function in the future, the die is already cast as to how they will function on January 1, 1998.  Edison will endeavor to make any changes identified by the Commission as soon as possible.  However, we are not capable of making significant changes from those identified in our proposed direct tariff by January 1, 1998.


As noted above, the amount of system work that is required to accommodate direct access is unprecedented.  While Edison has every intent to provide the functionality identified in its direct access tariff, the nature of large systems projects is that everything does not happen according to plan.  In the event that system features are not available as anticipated on January 1, 1998, Edison will attempt to implement manual work�around plans where feasible.  When it appears that these efforts may not be successful, Edison will notify the Commission and the parties that a particular feature may not be available, and will provide a date by which the situation will be rectified.


�EDISON’S PROPOSED DIRECT ACCESS TARIFF AND UDC-ESP SERVICE AGREEMENT


General Agreement


Although agreement was not possible in the time remaining, Edison believes the tariffs and service agreements being filed today should have more similarities than differences.  Edison’s proposed direct access tariff and UDC-ESP Service Agreement reflect considerable compromise on Edison’s part, accommodating views expressed by the Alliance and the other utilities.  The result is a proposed tariff which Edison believes is workable and consistent with AB 1890 and the Commission’s policies outlined in this restructuring proceeding.  


One major change from the pro forma direct access tariffs Edison filed on July 15, is the reformation of numerous provisions in separate, supplementary tariffs, into a single direct access tariff (Rule 22).  This structural change will make it easier for the Commission to compare Edison’s proposed tariff provisions with those filed by other parties.


Edison also notes that it will need to reflect the outcome of other Commission proceedings related to direct access.  For example, the Commission is scheduled to issue decisions on the Meter and Data Communications Standard Workshop and Retail Settlement and Information Flow Workshop Reports, and the provisions of Sections E, H and M of the tariff will need to be revised to reflect the Commission’s decision.


Edison also intends to file its revised service fees and charges for direct access services by October 1, 1997.  Edison proposes to divide direct access services into “Competitive Services,” such as billing and metering, which can be provided by market participants and “Non�competitive Services,” such as DASR processing, which can only be provided by a utility.  Edison proposes to establish service fees for the former by advice letter effective five (5) days following filing.  Service fees for Non�competitive Services will be based on Edison’s net incremental costs and will be approved by the CPUC.  Prior to such approval, Edison will charge the fees for Non�competitive Services in its filed rate schedules, and will refund or adjust charges, as appropriate, after the Commission’s approval.  The Alliance had proposed that utilities not charge for certain direct access services until after the Commission approves such charges.  Edison believes that this proposal fails to recognize the real costs associated with providing direct access services, sends the wrong price signals to market participants, and may create credit issues as ESPs and/or customers accumulate fees for direct access services they have received but for which they have not paid.


Remaining Issues


Recognizing that agreement on all points in the direct access tariff would not be likely, the negotiating parties reserved the right to comment on their respective filings.  In this section, Edison addresses several key topics on which its views may differ from the views of other stakeholders.  These comments are based on Edison’s understanding of the parties’ positions as of the last few days of negotiations.  They represent a “snapshot” in the context of dynamic events; accordingly, it is important to note that other parties’ views may have evolved further.  In these comments, Edison speaks only for itself; reference to other parties’ positions is made simply to provide a meaningful context for Edison’s comments on issues which remain open.


Written Acknowledgment Of CTC Obligation By Direct Access Customers


The Commission has affirmed and reaffirmed the requirement that direct access customers execute agreements acknowledging their obligation to pay Competition Transition Charges (CTC).  Ordering Paragraph 28 of the Preferred Policy Decision�/ states that “each direct access customer shall sign an agreement to pay their share of transition costs and thereby waive any jurisdictional objection they might otherwise raise in any forum.”  In D.97�05-040, the Commission quoted paragraph 28 and went on to state that the “mechanics of who should prepare this agreement and who should retain the agreement, is a subject that should be addressed in the direct access implementation plan [DAIP] discussed earlier.”�/  Clearly, in D.97�05�040, the Commission was adhering to its earlier ruling in the Preferred Policy Decision.


The rationale for the Commission’s ruling is quite clear.  The newly restructured electric marketplace will be complex and, despite the best efforts of the parties to explain it, may remain confusing to customers.  The nonbypassable legal obligation of those electing direct access to pay CTC runs the risk of being lost on many customers.  Requiring all direct access customers to acknowledge the obligation in writing reinforces their obligation.


If there is any doubt on this point, Findings of Fact 68 and 69�/ in D.97�05�040 again cite paragraph 28 and Conclusion of Law 59�/ directs the parties to address in the DAIP the “mechanics of who should prepare the agreement to pay the direct access customers’ share of the transition costs and waiver of any jurisdictional objection.”


The language used by Edison is taken verbatim from ordering paragraph 28 of the Preferred Policy Decision.�/  It is unclear what disturbs stakeholders about this requirement.  They certainly are not asserting that direct access customers do not owe the CTC.  Indeed, they must inform them of that fact.  If the issue is one of paperwork, Edison has done its best to permit ESPs to utilize options that are most convenient for them.�/ 


The Commission Should Not Address Affiliate Rules In These Tariffs


The Alliance sought to include in Section B(2) of the direct access tariff a section discussing affiliate rules and establishing broadly worded policies to govern the UDCs relationships with affiliates.  The Commission is formulating affiliate rules in a parallel proceeding in which interested parties have been very active.  There is no need to address such rules here, other than to say that the utilities will follow the rules that eventually result from that proceeding.  To do otherwise will create inevitable differences between the direct access tariff and the affiliate rules ultimately adopted by the Commission.  Such differences would have to be resolved through further proceedings, which would be wasteful of the already stretched resources of the Commission and the parties.


The Commission Should Have Sole Jurisdiction Over Disputes Relating To The Direct Access Tariffs And Service Agreements


Edison believes that disputes pertaining to the implementation and interpretation of the direct access tariffs are best resolved by the Commission, rather than in judicial proceedings.  First, many of the disputes may involve construction of the tariff, the service agreements adopted in conjunction with the tariff, or of AB 1890, about all of which the Commission is likely to be far more familiar and more expert than a court.  Moreover, the Commission is better placed to focus on such issues with a full understanding of the critical regulatory context of the new electric marketplace than would a court (for which this would be one among hundreds of unrelated cases).  Allowing courts to set precedents which could be inconsistent with the Commission’s views of how the restructured industry should work would hamstring the Commission in the effective performance of its regulatory responsibility.  Second, the disputants are more likely to receive a timely resolution from the Commission than they would from a court, with a minimum of procedural controversy.  Since the disputes may determine the timing of elements of the direct access program, it would be essential to obtain a prompt resolution.  


Finally, because service agreements are required and the Commission is to be the arbiter of what is reasonable for inclusion in the agreements,�/ the utilities (and the ESPs) may well find themselves in a contractual relationship which they did not enter into voluntarily.  In this context, it is inappropriate to have the parties’ rights and remedies determined by a court under general contract law principles.  The Commission, as the ordering authority, should also have the responsibility for dispute resolution.


Rebilling Previously�Owed Charges Or Credits Under ESP Consolidated Billing


Under consolidated ESP billing, the ESP serves as the customer’s billing agent, the conduit for conveying the UDC’s charges to the customer.  The Commission has ordered that ESPs offering consolidated billing are accountable to the UDC for payment of all UDC charges they handle in the performance of this role.  From time to time, the UDC may find it necessary to adjust charges for prior periods and submit revised charges to customers.  Such revised statements are sometimes in the customer’s favor, and sometimes in the UDC’s favor.  In either case, customers who are receiving consolidated ESP billing will receive the revised charges from the ESP.  Pursuant to the Commission’s decision, the billing ESP is responsible to the UDC for payment of any net outstanding balances resulting from revised charges.


In some circumstances, the revised charges assessed by the UDC may pertain to a period before the ESP began serving as the customer’s billing agent.  This should not change how the charges are billed.  Some parties may contend that the UDC should bill and collect its own revised charges.  This position is inconsistent with the notion that the UDC avoids the cost of billing a customer who receives consolidated bills from an ESP.  If the UDC must retain the capacity to bill all customers, even those who are receiving consolidated ESP billing, for the full rebilling period allowed under Rule 17, avoided costs will be minimal.


Beyond the issue of avoided costs is the issue of equity.  Handling revised charges for prior periods is part of the complexity of billing.  ESPs who choose to assume the role of billing agent should be prepared to perform the full role.


The UDC Using Consolidated UDC Billing Must Be Able To Prioritize Its Allocation Of Payments


Under consolidated UDC billing, other things being equal, there are a number of possibilities for allocating payments among the UDC’s disconnectable and undisconnectable charges, the ESP’s charges and the charges of other entities for which the UDC may be billing.  For example, the pro rata method advocated by the Alliance and others might be technically workable.  But other things are not equal.


Most important, PU Code § 779.2 expressly forbids an electrical corporation from disconnecting a residential customer for charges other than those of the electrical corporation.  Thus, if a UDC prorated payments among a number of entities, and if the payments were insufficient, so that the UDC disconnected the customer, it would always be disconnecting in part because of non-payment of non-electrical corporation charges.  The conflict is clearest when a disconnection occurs that would have been avoided, had the amounts that were allocated to non�electrical corporation charges been allocated to disconnectable charges instead.  This would violate Section 799.2.  In contrast, Edison proposes to allocate payments first to its electrical service and other tariffed charges and then to allocate the residue of the payment on a pro rata basis among all the other charges on the bill, including utility user taxes, ESP charges, other parties’ charges for which Edison bills (municipalities and affiliates) and other charges.  This follows the Code and puts all non�electrical corporation charges on an equal footing.


Start Date For Accepting DASRs


In order to provide the utilities with sufficient time to finalize preparations for implementation of direct access, Edison requests that the Commission allow a period of at least 30 days between the date the Commission gives final approval to the direct access tariff and service agreement and the date on which the utilities must begin accepting  DASRs.  This time period is necessary to enable the utility to complete testing of new business processes and systems, finalize operating procedures, and coordinate training for personnel responsible for providing direct access services.  The utilities will also use this period to complete necessary arrangements with ESPs, including the execution of service agreements, credit worthiness evaluations, and electronic interfaces necessary for DASRs, metering and billing data, and other information.  Edison considers a period of at least 30 days to be sufficient to complete all such arrangements, assuming the Commission approves the direct access tariff and service agreement substantially as submitted today.


Priority DASR Processing To Resolve Collection Issues


The Alliance proposed that the UDCs give a high priority to Direct Access Service Requests (DASRs) for direct access customers who do not pay their bills and whom the ESPs wish to return to the relevant UDC.  This proposal should be rejected for several reasons.  First, it is contrary to the Commission’s requirement in D.97-05-040 that DASRs be processed on a first come-first served basis.�/ 


Second, the new electricity market would not be benefited by relieving ESPs of the commercial problem of having an occasional customer who is a bad credit risk.  Providing ESPs with a quick way to disengage from such customers will discourage them from deploying practices that businesses routinely use to mitigate that type of risk.  It is also particularly unfair to customers who, for whatever reasons, desire to switch to bundled or Virtual Direct Access service.  Those customers would then be pushed back in the queue, through no fault of their own, behind people who were being “returned” to the UDCs.  Finally, the Alliance’s proposed special processing will impose an additional cost on UDCs.  There is no justification for processing specific categories of DASRs out of order; the Commission should reject the Alliance’s proposal.


Full Consolidated ESP Billing Should Be Rejected


Some members of the Alliance propose that UDCs be required to permit ESPs calculate the UDC portion of a consolidated ESP bill.  Neither efficiency nor sound business practice support this demand.


The calculation of utility charges can be quite complex.  Utilities are experienced in performing those calculations, unlike ESPs.  UDCs will still need to track their charges for their own purposes, so ESPs calculating the charges would only add an extra layer of cost.  ESPs would have to develop systems to compute the charges, which would duplicate existing systems.


As a business matter, ESPs have neither an incentive to compute the charges properly nor to collect them.  An enterprise with no ability to control someone billing for it -- the position a UDC would find itself in -- has its revenues at risk.


To the extent an ESP can, however, perform these functions more economically, the UDC is clearly incented under PBR to “outsource” these functions.  This, however, should not be a feature of the direct access tariff.  Should the Commission decide to adopt the Alliance tariff, any full consolidated ESP billing option should be deleted.


A Number Of The Alliance's Requests Are Not Practical Now, But May Become So In The Future


The Alliance’s proposed tariff contains a number of minor provisions to which Edison does not object in principle, but which it cannot now accommodate and which may add costs that are not justified at this time.


Times for DASR processing and meter installation:  The Alliance proposes that UDCs be required to process DASRs within three days and install meters within fifteen days.  Edison has no control over the number of people seeking to become direct access customers - i.e., over the backlog.  Thus, embodying short time frames in the tariff may well simply generate needless conflict.  Alternatively, to prepare for shortened times, to the extent it is possible UDCs would have to increase staffing levels, which would raise costs for all customers.


Specific DASR forms:  The Alliance has developed a proposed “DASR form.”  Edison is in the process of developing its electronic DASR record, which will be ready in the near future.  A UDC is the best judge of the structure of its own records and the Alliance has not demonstrated a compelling reason to prefer its approach to the UDCs’.  There is no reason to foreclose Edison from developing its own electronic record.


Batched DASRs:  The Alliance has been calling for batched DASRs - multiple service accounts on one form.  Edison pointed out that since it will only accept electronic DASRs, it makes no sense to batch them.  It now appears that some Alliance members want batched DASRs as a way to avoid paying fees for multiple accounts.  The Commission should not allow this.  There is no reason that batched DASRs should cost less than the sum of the individual costs:  each account must still be transferred individually.


Letting new direct access customers select their start date:  Some ESPs advocate a requirement that customers new to a UDC’s territory who elect direct access be permitted to select their own start date.  There are several problems with this.  First, it would violate the first come�first served rule.  Second, even if it did not, Edison has no way at this time of assuring a particular start date for a new customer.  Like other Alliance suggestions, it may be possible to accomplish this in the future, but it will impose additional costs on all customers.


�OTHER TARIFF MODIFICATIONS NECESSARY TO IMPLEMENT DIRECT ACCESS


In addition to establishing Rule 22 -- Direct Access Service, several other tariff modifications are necessary to implement direct access and are addressed in this filing.  The following is a list of the additional tariffs being modified or newly established:


Preliminary Statement, Parts A through E


Schedule DA, Direct Access


Schedule DASF-DAC, Direct Access Service Fees-Direct Access Customer


Form ___, Catalog of Customer Choices*


Schedule DASF-ESP, Direct Access Service Fees-Energy Service Provider


Form ____, Catalog of Services for Energy Service Provider*


Rule 1, Definitions


Rule 2, Description of Service


Rule 4, Contracts


Rule 5, Special Information Required on Forms


Rule 6, Establishment and Re-establishment of Credit


Rule 7, Deposits


Rule 12, Rates and Optional Rates


Rule 13, Temporary Service


Rule 14, Shortage of Supply and Interruption of Delivery


Rule 15, Distribution Line Extensions


Rule 16, Service Extensions


Rule 18, Supply to Separate Premises and Use by Others


Rule 21, Non-Edison Owned Generating Facilities Interconnection Standards


____________________________


*	These will be submitted in supplementary filings on October 1, 1997.


�CONCLUSION


For the reasons set forth above, Edison requests that the Commission adopt its proposed direct access tariff, UDC-ESP service agreement, and other proposed tariff modifications submitted with these comments.
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�/	The date established in ALJ Wong’s Ruling for parties to file comments was subsequently extended to September 16, 1997.


�/	One of the most frequently-expressed comments on the utilities’ filings was the desirability of a single, uniform tariff which the Commission could adopt for each utility, and which would -- the commenting parties hoped -- simplify the implementation of direct access throughout the state.


�/	Although the Office of Ratepayer Advocates (ORA) chose not to participate as a negotiating party, an ORA representative attended several days of negotiations at the negotiating parties’ invitation.


�/	D.95-12-009, as amended by D.96-01-063.


�/	D.97-05-040, at 63.


�/	Id., at 83.


�/	Id., at 89.


�/	Some commenters have contended PU Code Section 370 prohibits individual CTC agreements.  That section does no such thing.  Rather, it requires Direct Access Customers to pay CTC “directly” to the UDCs and requires customers who are no longer on the UDC distribution grid to sign a written agreement to pay CTC.  Nothing in Section 370 precludes individual CTC agreements; nor does D.97-05-040.  In D.97-05-040 the Commission explicitly requires individual contracts.


�/	See DAIP, § 3.4.2.1, bullet 3.  Edison will not require ESPs to transfer the CTC agreements to it, merely that ESPs warrant that they have obtained the agreements and permit periodic audits of the agreements.


�/	D.97-05-039, pp. 2, 23�24, and Ordering Paragraph 3 at p.31.


�/	See D.97-05-040, at p. 29.
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