�ref zDate \@ "MMMM d, yyyy" \* charformat�October 24, 1997�

Docket Clerk�California Public Utilities Commission�505 Van Ness Avenue�San Francisco, California  94102

Re:  R.94-04-031/I.94-04-032

Dear Docket Clerk:

Enclosed for filing with the Commission are the original and five copies of the RESPONSE OF SOUTHERN CALIFORNIA EDISON COMPANY (U 338-E) TO SAN DIEGO GAS & ELECTRIC COMPANY'S FILING OF INTERIM DIRECT ACCESS SERVICE CHARGES�styleref "zTitle" \* charformat \* upper� in the above-referenced proceeding.

We request that a copy of this document be file-stamped and returned for our records.  A self-addressed, stamped envelope is enclosed for your convenience.

Your courtesy in this matter is appreciated.

Very truly yours,

�styleref zAuthorName \*caps \* charformat�James M. Lehrer�

JML:DSR:�filename \* charformat�DOCUMENT.01�

Enclosures

cc:	All Parties of Record

(U 338-E)

�BEFORE THE PUBLIC UTILITIES COMMISSION OF THE�STATE OF CALIFORNIA

Order Instituting Rulemaking on the Commission’s Proposed Policies Governing Restructuring California’s Electric Services Industry and Reforming Regulation�))))��R.94-04-031��Order Instituting Investigation on the Commission’s Proposed Policies Governing Restructuring California’s Electric Services Industry and Reforming Regulation�))))���I.94-04-032��

RESPONSE OF SOUTHERN CALIFORNIA EDISON COMPANY (U 338-E) TO SAN DIEGO GAS & ELECTRIC COMPANY'S FILING OF INTERIM DIRECT ACCESS SERVICE CHARGES

ANN P. COHN�JAMES M. LEHRER

Attorneys for�SOUTHERN CALIFORNIA EDISON COMPANY

2244 Walnut Grove Avenue�Post Office Box 800�Rosemead, California  91770

Telephone:	(626) 302-3252

Facsimile:	(626) 302-1935

Dated:  October 24, 1997

�BEFORE THE PUBLIC UTILITIES COMMISSION OF THE�STATE OF CALIFORNIA

Order Instituting Rulemaking on the Commission’s Proposed Policies Governing Restructuring California’s Electric Services Industry and Reforming Regulation�))))��R.94-04-031��Order Instituting Investigation on the Commission’s Proposed Policies Governing Restructuring California’s Electric Services Industry and Reforming Regulation�))))���I.94-04-032��RESPONSE OF SOUTHERN CALIFORNIA EDISON COMPANY (U 338-E) TO SAN DIEGO GAS & ELECTRIC COMPANY'S FILING OF INTERIM DIRECT ACCESS SERVICE CHARGES

Pursuant to the Notice of Oral Ruling of Administrative Law Judge (ALJ) John S. Wong, dated October 13, 1997,�/ Southern California Edison Company (Edison) herewith responds to the Filing Of San Diego Gas & Electric Company Of Interim Direct Access Service Charges To Enable Direct Access Requests To Begin November 1, 1997.  

Although The Costs Of Providing Direct Access Services To Customers And Esps May Vary Among The Utilities, The Basic Framework Which The Commission Adopts For Recovery Of Those Costs Should Be Consistent.

The three electric utilities have filed with the Commission different costs for the services they will be providing to customers and to Energy Service Providers (ESPs) in the new electric marketplace.  In addition, the services they have chosen to provide differ from utility to utility.  It is reasonable to expect that individual utilities’ costs may differ and that a utility may choose to offer different levels of competitive services than offered by the other utilities.  However, it is not reasonable that the basic framework for recovering those costs should differ among the utilities, particularly for what Edison and San Diego Gas & Electric Company (SDG&E) have labeled “non-competitive services.”

Costs for non-competitive services can be recovered in one of two ways:  (1) all costs could be recovered through charges imposed on the entity receiving the services, or (2) a direct access implementation charge, recoverable pursuant to Public Utilities Code Section 376, could be imposed on all customers to recover the costs of providing the infrastructure and a basic level of service to ESPs required to implement direct access.

SDG&E appears to propose to recover most of their costs through the first method, that is, through charges imposed on the entity receiving the services.  They assert that “[F]ailure to charge for these ‘set up’ services” (in other words, collecting costs from all customers) “represents a subsidy by non-participating UDC customers to the Direct Access customer.”�/  Edison, on the other hand, proposes to recover most of the direct access infrastructure costs through the second method: direct access implementation charges subject to Public Utilities Code Section 376.

Direct access benefits all California electric customers, not just those who elect direct access.  Customers electing to remain as bundled customers will benefit from the competitive prices of the Power Exchange and the new value added services that are expected to become available as a  result of competition.  For this reason, Edison believes it is more appropriate to charge the basic costs of direct access implementation to all customers.

Whichever method of cost recovery the Commission determines better serves the public interest, should be applied consistently across the state.  If infrastructure costs are to be recovered via direct access implementation charges, they should be charged in that manner in all service territories.  Likewise, if the Commission decides that these costs are to be recovered through direct charges to ESPs and/or customers, they should be charged in that manner in all service territories.

The Commission Should Clarify That Prices For Competitive Services Offered By The Utilities, Being Driven By Market Conditions, Will Be Expeditiously Tariffed As Proposed By The Utilities And That Only Non-Competitive Service Prices Will Be Subject To Full Regulatory Review

Like Edison, SDG&E distinguishes between competitive services which may be offered by both the utilities and ESPs, and non-competitive services which only utilities may offer.  In Edison’s filing,�/ it was pointed out that the prices it contained may change as the Company’s systems mature and as the competitive market develops, calling for expeditious treatment of proposed changes in tariffed prices for competitive services:

We propose to file -- by Advice Filing -- revisions to the Catalog and Directory if, as and when we determine that our service offerings or prices should be changed.

SDG&E’s proposal is not clear in this regard.  They indicate that they are prepared to file “final charges and all associated workpapers by mid-November for CPUC review and authorization.”�/  If by this statement SDG&E proposes that the Commission engage in a full rate-case type review of the reasonableness of charges for competitive services the utilities wish to make available to the market, Edison strongly recommends against such a procedure.  It would be simply impossible for a utility to effectively compete in a highly dynamic competitive environment, when its ability to respond to market conditions is slowed by the process of traditional regulation.  Moreover, the existence of the market weighs heavily against the need for such regulatory oversight.

If SDG&E has in mind a more streamlined oversight process by utilizing Advice Letters as Edison proposes, the goal of encouraging vibrant, innovative competition would be better served.

Respectfully submitted,

�styleref "zAttorney Names" \*upper \* charformat�ANN P. COHN�JAMES M. LEHRER�



By:�James M. Lehrer��Attorneys for�SOUTHERN CALIFORNIA EDISON COMPANY

� STYLEREF “zEdisonAddressTitlePage” \* MERGEFORMAT �2244 Walnut Grove Avenue�Post Office Box 800�Rosemead, California  91770�

� STYLEREF “zPhone” \* MERGEFORMAT �Telephone:	(626) 302-3252�

� STYLEREF “zFacsimile” \* MERGEFORMAT �Facsimile:	(626) 302-1935�

�styleref zDate�Dated:  October 24, 1997�

�CERTIFICATE OF SERVICE

I hereby certify that, pursuant to the Commission’s Rules of Practice and Procedure, I have this day served a true copy of �styleref "zTitle" \* charformat \* upper�RESPONSE OF SOUTHERN CALIFORNIA EDISON COMPANY (U 338-E) TO SAN DIEGO GAS & ELECTRIC COMPANY'S FILING OF INTERIM DIRECT ACCESS SERVICE CHARGES� on all parties identified on the attached service list.  Service was effected by means indicated below:

(	Placing the copies in properly addressed sealed envelopes and depositing such envelopes in the United States mail with first�class postage prepaid (Via First Class Mail);

(	Placing the copies in sealed envelopes and causing such envelopes to be delivered by hand to the offices of each addressee (Via Courier);

(	Transmitting the copies via facsimile, modem, or other electronic means (Via Electronic Means).

Executed this 24th day of October, 1997, at Rosemead, California.

______________________________________________�Susan Quon�Case Administrator�SOUTHERN CALIFORNIA EDISON COMPANY

� STYLEREF “zEdisonAddressTitlePage” \* MERGEFORMAT �2244 Walnut Grove Avenue�Post Office Box 800�Rosemead, California  91770�

�

�/	The Notice of Oral Ruling was mailed to the parties on October 13, 1997, by counsel for ENRON pursuant to the order of ALJ Wong.

�/	Filing of SDG&E, p. 2.

�/	Southern California Edison Company’s Supplementary Tariff Filing: Catalog of Customer Choices, Directory of Products and Services for the Energy Service Provider and Associated Tariff Schedules, filed October 1, 1997, p. 3.

�/	Filing of SDG&E, p. 3.
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