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1.  Purpose of Audit:





The purpose of the audit is to officially verify to the Commission as well as market participants that each UDC is calculating hourly PX credits accurately for each trading month.  The results of the audit will represent official CPUC approval of each UDC’s PX credit calculation.    The CPUC and its staff have full rights to investigate the auditor’s analyses, including underlying data, and in the exercise of its authority, adjust the PX credit if it finds that the auditor committed an error.








2.  Scope of Audit:





The audit shall consist of an independent verification, for each trading month, of each UDC’s hourly PX credit calculation.  The audit shall include (1) a review of the PX costs that are included in the PX credit calculation for every day in each trading month including; (2) a review of the PX Final Settlement Statements transmitting those costs to the UDCs; (3) a review of the equations used to calculate the hourly PX credit; (4) a recalculation of the hourly PX credit for each day in every trading month; (4) consultation with the UDC regarding any perceived problems with the UDC’s calculations; (5) a monthly report to each of the UDCs, due within 30 days of the initiation of the audit, which each UDC will serve on the CPUC.  The UDCs will make prospective adjustments to the PX credit for validated errors detected by the auditor.











PX Settlement Information required to conduct an audit of the PX Credit Calculation:





The audit shall include verification of the following cost items included in the PX credit calculation:





PX Settlement Statements:


Day-Ahead Energy


Hour-Ahead Energy


Distribution Line Loss


Load Profiles


Day-Ahead Ancillary Services


Imbalance Energy


Unaccounted-For Energy


Replacement Reserves


PX Administrative Fee charges


Miscellaneous Charges (including REPA charges/payments and prior-day adjustments, etc.)


ISO Grid Management Fees 





The auditor must have ability to read and manipulate comma-separated files from the PX.  The UDCs will make available to the auditor all comma-separate files or portions of those files from the PX necessary to calculate the PX Credit.  








B. PX Credit Algorithms





The auditor shall verify each UDC’s hourly PX credit calculation using the same algorithms that the UDCs use to calculate their respective hourly PX prices. 














Criteria for and Selection of Auditor :





  A.  Neutrality  The auditor must be an entity with sufficient independence to perform the audit in a neutral and unbiased fashion.  Each entity seeking consideration as the auditor must disclose all actual and potential conflicts of interest with any UDC, ESP, or other market player in California.   The auditor should preferably not be affiliated with or have done any work for any UDC, ESP, or Scheduling Coordinator in the state; however, the final judgment of independence should rest with the Commission, after selection of a candidate by the UDCs, and input from stakeholders, considering all the relevant facts.  








 B.  Technical competence.  Aside from impartiality, the auditor should possess the technical capabilities to perform the PX audit and should be required to demonstrate that ability to the satisfaction of the selecting UDCs and the Commission.  The auditor must also demonstrate an understanding of each UDC’s PX price calculation.  Experience in gas industry restructuring, electric industry restructuring, risk management or commodity trading would be desirable. 





C.  Selection and CPUC approval:    The UDCs will unanimously select a single candidate meeting the above criteria and present their selection to the Commission for approval.  The UDCs must demonstrate that their candidate meets the requisite criteria. 





D.  Confidentiality:  The selected auditor, and all employees who will be involved in the audit, will be required to sign a non-disclosure agreement with the UDCs prior to any work being awarded.			























			














