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MOTION OF PACIFIC GAS AND ELECTRIC COMPANY, SOUTHERN CALIFORNIA EDISON COMPANY, SAN DIEGO GAS & ELECTRIC COMPANY AND THE WESTERN POWER TRADING FORUM FOR APPROVAL OF STIPULATION AGREEMENT





	Pursuant to Rule 51 of the California Public Utilities Commission (Commission) Rules of Practice and Procedure, Pacific Gas and Electric Company (PG&E), Southern California Edison Company (Edison), San Diego Gas & Electric Company (SDG&E) and the Western Power Trading Forum (WPTF) (together, the “Parties”) hereby request that the Commission approve a Stipulation Agreement that resolves certain issues in the 1998 Revenue Adjustment Proceeding (RAP) (A. 98-07-003). 


	The Parties have engaged in extensive negotiations in order to achieve agreement on a “PX Credit Auditing Procedure,” and are confident that the Stipulation Agreement fairly resolves all but one issue raised with regard to the audit. The issue left unresolved by the Stipulation Agreement is the appropriate duration of the audit. Therefore, the Parties have each provided for the Commission’s review and ultimate decision their respective preferred language addressing the appropriate duration of the PX Credit Auditing Procedure.  A copy of the fully executed Stipulation Agreement and, the PX Credit Auditing Procedure, including the disputed language addressing the duration of the audit, is attached.


	Counsel for WPTF, Edison and SDG&E have permitted counsel for PG&E to sign this Motion on their behalf.


background and procedural history





	The parties filed their applications in the Revenue Adjustment Proceeding (RAP) on July 1, 1998.  On September 16, 1998, the Commission issued its Scoping Memo and Ruling of Assigned Commissioner allowing parties to the proceeding to raise issues concerning the accuracy of the PX credit, consistent with its earlier May 14, 1998 Coordinating Commissioner Ruling.


On October 28, 1998, WPTF filed its Direct Testimony of the Western Power Trading Forum on the Accuracy of the PX Credit (Ex. 26). Among other things, the WPTF testimony advocated that the Commission require that : (1) the utility distribution companies (UDCs) publish all of the inputs used to compute the PX Credit, and in particular, the invoices that they receive from the Power Exchange; or alternately, (2) a neutral, non-utility party compute the PX credit; and (3) the UDCs modify their direct access tariffs to eliminate the so-called “zero minimum bill.”


On January 8, 1999, each UDC filed with the Commission Stipulation Agreements with WPTF and Enron, resolving their differences with regard to the confidentiality of information used to calculate the PX credit. Specifically, WPTF and Enron agreed to withdraw their request that the UDCs make information used to calculate the PX credit publicly available. They also supported the UDCs’ assertion that public distribution of the information used to calculate the PX credit could provide an unfair competitive advantage to market participants and potentially result in an increased PX price. In exchange, the UDCs agreed to eliminate the zero minimum bill provisions in their tariffs.


On November 18, 1998, PG&E filed Rebuttal testimony (Ex. 6), submitting for Commission approval a “PX Credit Auditing Proposal,” which the UDCs had previously submitted to the Rule 22 Tariff Review Working Group. In its Reply Brief, filed January 20, 1999, WPTF supported the idea of a PX Credit audit generally, but asserted that the existing PX Credit Audit Proposal was only a “small step in the right direction.”  In particular, WPTF asserted that the Commission should be involved in the choice of the auditor and that the audit itself should:  (1) include the Commission in the consultative process; (2)  authorize all market participants to obtain copies of each audit report; (3) clearly provide a mechanism to adjust for past, present and future errors in PX credit calculations; (4) allow parties to challenge the algorithms underlying the PX credit calculations; and (5) designate who will bear the cost of the audit.


summary of the PX CREDIT AUDITING PROCEDURE


	


	The purpose of the PX Credit Auditing Procedure is to officially verify to the Commission and to market participants whether the UDCs’ PX credit calculations are accurate.  On or before June 1, 1999, the Commission would choose the auditor from a list developed by the three UDCs and three ESPs selected by the Commission. The auditor must be neutral and technically competent to complete the audit. Additionally, the auditor and the Commission must sign a non-disclosure agreement naming the UDCs as third-party beneficiaries whereby the auditor agrees to keep confidential certain information it obtains through the audit process. The non-disclosure agreement will not prevent the auditor from disclosing to the Commission its professional opinions as to the audit results.


	The audit will include:  (1) a review of relevant CPUC orders and resolutions, and utility advice letters; (2) a delineation of utility calculation protocols; including an identification of all input data and their sources and formats; (3) a review of all actual costs that have been included in the PX credits for every day as incurred since the calculation of PX credits began; (4) a  review of the PX Final Settlement Statements transmitting those costs to the UDCs and other documentation of included costs as appropriate; (5) a disaggregation of Internet-posted hourly PX prices, including PX invoice source data to determine how utilities implement the hourly PX price derived from each UDC’s Schedule PX; (6) a review of the equations that the utilities currently use to calculate the hourly PX price derived from each UDC’s Schedule PX; (7) a delineation of any inconsistencies between Schedule PX and actual implementation of the hourly PX price derived from each UDC’s Schedule PX; (8) consultation with the UDCs and the Commission regarding any perceived problems with the UDC’s calculations, including those  raised by ESPs; and (9) a monthly report of monthly audit results shall be provided to the Commission, the UDCs and any market participant that requests a copy,  within 30 days of the initiation of the audit. Since the initial audit will encompass about a years worth of data, the auditor’s report shall be provided to the parties listed in (9) above within 120 days of the initiation of the audit.


	Subject to their right to challenge errors in the next revenue adjustment proceeding, the UDCs will begin adjusting the PX credit prospectively to cure for errors cited in the audit report within 45 days from the date the UDC receives the audit report. The UDCs will make the general PX credit algorithms used to calculate the PX credit publicly available and parties may challenge these algorithms in the appropriate revenue adjustment proceeding.


	Each UDC will pay for the audit of its PX credit calculations, will establish a  PX Credit Audit Memorandum Account to track these costs, and may request recovery of these costs in the appropriate revenue adjustment proceeding.	


Duration of the px credit auditing procedure





The UDCs propose that the PX Credit Auditing Procedure established in this proceeding terminate at the end of the rate freeze, or earlier, at the Commission’s direction.  WPTF proposes to continue the PX Credit Auditing Procedure for as long as the UDCs use Schedule PX to credit direct access customers or charge bundled customers, subject to the Commission’s right to terminate the audit earlier, at its discretion.


The UDCs proposal makes sense because, at the end of the rate freeze, the UDCs will no longer calculate transition costs residually and may not credit direct access customers for the cost of procuring power on behalf of bundled customers. The UDCs have each filed applications addressing treatment of PX energy charges post-rate freeze, A. 99-01-016 et al., but it maybe some time before the Commission determines exactly how these charges will be reflected on customer bills. It is clear, however, that the PX energy charge may not be calculated in the same way it is during the rate freeze. Therefore, the PX Credit Auditing Procedure established in this proceeding should apply only to PX credit calculations during the rate freeze.There is no reason to prejudge this issue and require an open-ended audit at this point in time.  	


WPTF believes the purpose for the Auditing Procedure is to verify the accuracy of the utilities’ PX Credit calculations while simultaneously enhancing the market’s perception that the PX Credit process is fair and equitable.  However, the need for accuracy and confidence will not end with the expiration of the rate freeze.  Direct access customers will continue to receive credits and bundled customers will begin to be charged based on Schedule PX. For example, SDG&E’s testimony in its Application to end the rate freeze notes that SDG&E intends to use the PX Credit mechanism for up to a year after the rate freeze ends. Therefore, there is a continuing need for the audit procedure.  Finally, all parties agree that continuation of the audit is subject to the Commission’s discretion.  Since the Commission may terminate the audit at any time, it is more practical to opt for a longer duration, to avoid unnecessary regulatory burdens and provide an adequate amount of time to implement and evaluate the audit procedure.	


conclusion and requested commission action





The Parties believe the Stipulation Agreement is: (1) reasonable in light of the testimony; (2) consistent with the law; (3) in the public interest because it reasonably resolves issues of law and fact; and (4) provides for a mutually acceptable outcome to a pending proceeding, thereby avoiding the time, expense and uncertainty of litigation on all issues the Stipulation Agreement resolves. �
Wherefore, for the foregoing reasons, the Parties respectfully request that the Commission:


Adopt this Stipulation Agreement and the attached PX Credit Auditing Procedure in their entirety as reasonable in light of the whole record, consistent with law and in the public interest; 


Waive Rule 51.1, 51.2 and 51.4 and direct interested parties file comments on this Stipulation Agreement along with their comments on the Proposed Decision on the UDCs RAP applications; and


Grant such other relief as the Commission finds just and reasonable.
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