Attachment A:


Section 376 Costs Related to the


Unbundling of Revenue Cycle Services 








Activities to Support Foreign MDMAs


Just as SCE must be able to provide direct access customer hourly usage data to ESPs and other appropriate parties, related processes were developed to enable SCE to receive similar usage measurement data from other MDMAs.  Processes and procedures were developed for Edison to obtain hourly and cumulative kWh consumption from other MDMAs consistent with market requirements and standards set forth by the CPUC.  This information is needed to calculate the SCE portion of the bill.


Processes and procedures were developed, and system modifications made to existing information systems in order to assure that SCE has reliable access to usage measurement data acquired from other parties.  Because interval and cumulative data will be transmitted in this fashion to SCE, automated processes were developed to support the transfer of this information into SCE’s systems for use in billing.  Additionally, processes were developed to assure that external parties could calculate, validate, edit and estimate data and place it in the agreed-upon format.  SCE was active in the Meter and Data Communications Standards Workshop activities and in developing the standards approved by the CPUC.


In addition, the CPUC has proposed that SCE evaluate potential MDMAs to determine if they comply with industry standards in the areas of meter reading, meter data management, and safety.  This includes coordination of acceptance testing for new MDMAs, Monitoring of external MDMA performance and reporting of non-compliant agents to appropriate agencies, enhancement of existing external MDMA servers, resolution of two-way requests for service to external MDMAs, and resolution of internal usage measurement requests.  


Costs for these activities in 1997 totaled $2.3 million.  For the 1998 - 2001 forecast period, SCE anticipates spending $5.4 million.  These costs are being booked to the Hourly Interval Meter Reading Costs subaccount.


�
Activities to Support Foreign Metering Services Providers





Activities to support foreign metering services include new activities related to the overall coordination and management of the usage measurement function for direct access customers.  These activities include support for external MDMAs and internal clients, management of usage measurement compliance and performance metrics and reporting, scheduling metering and meter reading, site and equipment planning, and evaluation of new direct access products and services.


Management of Usage Measurement Compliance and Performance Metrics and Reporting


Collect usage measurement performance data and monitoring usage measurement internal performance for meter installation, site planning, testing and maintenance, inventory and procurement, reading, and information requests. 


Provide ongoing reporting to the CPUC and third parties as required by applicable laws and agreements


Prepare routine test samples of SCE metering population


Develop audit samples of third party metering and meter reading


Analyze results of all compliance and performance reports  


Schedule Metering Services


Establish and maintain the meter data acquisition schedule, meter installation schedule and meter maintenance schedule for both routine and ad hoc events


Process ad hoc meter data acquisitions and meter maintenance requested by an externally-generated request


Authorize and schedule DASR meter installations by MSPs including site and equipment planning, meter changes, meter removals, meter enhancements, joint SCE/ESP site visits for meter install/remove


Schedule opening and closing reads by external metering agents associated with a change in ESP according to business rules established in the DASR process


Transmit to the customer and the ESP appropriate billable units for tariffed or contractual services rendered


Plan Sites and Equipment


Provide metering and site information to third parties regarding existing installed facilities and meter enhancement options


Provide site specifications for meter/equipment installations


Based on service offerings, send appropriate charges to the customer or ESP


Buy/sell meters and update meter inventory records


Evaluate New Products and Services


Evaluate new products and services, determine pricing, interface with vendors and internal parties, and develop service offerings for ESPs and customers, including acceptance testing of third party metering equipment


A process also has been developed to enable SCE to coordinate direct access requests for meter-related services.  This includes the following activities:   


Identification of the service charges to be collected by Retail Billing and ESP Services 


Coordination of the buying and selling of meters between SCE and ESPs 


Evaluation of the performance of usage measurement activities and the performance of external Meter Data Management Agents 


Preparation and distribution of reports for the appropriate parties 


Scheduling of DASRs for meter reading or meter changes





We have incurred and will continue to incur substantial incremental costs in developing the processes and information systems to support and coordinate these new usage measurement activities.  Many modifications and enhancements had to be made to current information systems to support allowing other parties provision of metering services.  There is also a need to coordinate activities for metering and meter data acquisition services.  This includes information systems modifications to record charges for the metering-related services, and the buying and selling of meters between SCE and ESPs.  These new activities are supported through the use of a work order scheduling system that enables SCE to schedule and track meter tests, removals, and installations in support of direct access.  MSP certification and joint meets required by the CPUC also required development of new processes.


Costs for these activities in 1997 totaled $1.3 million.  For the 1998 - 2001 forecast period, SCE anticipates spending $2.6 million.  These costs are being booked to the Hourly Interval Meter Reading Costs subaccount.


�
Activities to Support Changes in Meter Ownership


One significant result of unbundling is the impact on the SCE system of meters that are not owned by SCE.  SCE still must keep track of meter ownership and meter attributes such as manufacturer, model, multiplier, etc.  An enhanced meter accounting system was developed to handle meter sales and inventory consistent with SCE’s new role as a sales agent for meters and meter-related services.  System enhancements were made to enable the identification of third-party meters, record changes in meter ownership, and record meters that do not follow the same naming standard that is used for SCE-owned meters.  Workstation modifications were also required to display identification information regarding these meters, and ancillary equipment associated with the installed service.


Proper association with the MDMA must also be made with the installed service so that proper posting of usage can be completed.  This capability includes the ability to complete the field orders for meter testing, repair, and upgrading of existing meters.  SCE must maintain accurate meter information for safety and usage verification purposes and to assist in the coordination of meter installations performed by either SCE or third parties.  


SCE incurs costs in processing meter investigations and coordinating installations of meters by others.  Changes in SCE information tracking and accounting systems was required since previous systems were all based upon SCE meter ownership only.


Costs for these activities in 1997 totaled $0.8 million.  For the 1998 - 2001 forecast period, SCE anticipates spending $1.6 million.  These costs are being booked to the Hourly Interval Meter Reading Costs subaccount.


�
Partial Consolidated ESP Billing





Restructuring has caused SCE to expand its retail billing operations significantly, including those aspects pertaining to billing and credit activities.  The Company currently bills in excess of 4 million customers on a monthly or other periodic basis.  We had to significantly modify these billing, credit and collections functions to accommodate those SCE customers who choose to purchase revenue cycle services, from an ESP or other provider.  This modified billing process must not only be capable of producing a bill and keeping track of monies owed to SCE, (and in some cases to each of the ESPs who potentially number in excess of 300), but it must do so under three separate modes of customer billing -- UDC consolidated, ESP consolidated, and dual billing.


Furthermore, the new billing process must be flexible enough to accommodate customers who may periodically change billing methods.  The new processes brought about as a result of direct access must produce accurate and timely billing information and support a credit and collections program tailored to the new billing options.  New, expanded and/or modified processes were and are being developed as a result of the unbundling of revenue cycle services and the new billing options required under Direct Access.  The Company has incurred, and will continue to incur, significant incremental costs due to Commission mandated modifications to the billing, credit, and collections functions.


One such cost relates to the ability to exchange billing data with ESPs performing partial consolidated ESP billing.  Under this billing option, the ESP presents the bill to the customer based on specific bill component information provided by SCE.  Automated processes have been developed to make available to ESPs the necessary bill-ready data.  


The retail billing processes necessitate payment and collection services that involve the following tasks:


Tracking and recovering UDC receivables billed by ESPs


Performing risk assessment and collecting security from ESPs


Partial consolidated ESP billing requires new processes and procedures for handling SCE receivables since ESPs are collecting UDC charges on SCE’s behalf.  ESPs are required to pay SCE in full for the UDC portion of the consolidated bill, regardless of whether the direct access customer has paid the ESP.  Information systems have been modified to create commercial customer accounts for ESPs that track and recover SCE receivables billed by ESPs.  


ESPs represent a new customer group, and some do not have an established credit history.  Many, of course, do not have an established track record in ESP activities.  Because ESPs may collect receivables on SCE’s behalf, and pay for energy and non�energy related services performed by SCE, SCE must perform risk assessments of the ESPs’ creditworthiness.  ESPs are required to be treated as commercial accounts and, therefore, it is reasonable to require ESPs to meet creditworthiness standards comparable to commercial accounts of the same size served by SCE.  To do otherwise would be to discriminate against those other commercial accounts and, importantly, would lead to an increase in SCE’s write-off and delinquencies which, in turn, could lead to a negative impact on SCE’s own financial ratings.


SCE had to develop new policies and procedures for initially evaluating ESP creditworthiness and for performing ESP and direct access customer risk assessments.  Further, because ESPs continue to accumulate accounts payable to SCE through consolidated billing and tariff services, ongoing credit evaluations are necessary.  If warranted by the credit evaluation, an ESP has to post a security deposit.  Procedures have been developed to apply security payments to the ESP accounts and to monitor the level of risk affecting security requirements.  These procedures include analysis of ESP financial statements and credit histories.  In addition, information systems have been developed to calculate credit risk and to track credit and payment history.  All of these additional activities require additional resources.


Costs for these activities in 1997 totaled $1.2 million.  For the 1998 - 2001 forecast period, SCE anticipates spending $7.8 million.  These costs are being booked to the Direct Access Implementation Costs and the UDC Billing Systems Modification Costs sub-accounts.  


�
Non-Energy Billing & Billing Cost Credits





Pursuant to Ordering Paragraph No. 5.e of D.97-05-040, and the Rules of Practice and Procedure of the CPUC, SCE has developed and submitted pro forma tariffs and service agreements to address services it will provide to customers, including ESPs, beginning January 1, 1998.  Appended to those tariffs are pro forma schedules of fees SCE proposed to charge for services it has not previously provided, but intends to provide beginning on that date.  The tariffs and agreements are consistent with the Direct Access Implementation Plan approved by the CPUC.


In order to bill, receive payment and track revenue associated with these services, SCE developed business processes and made software enhancements.  While these are tariffed services, the fees for these services capture only the one-time purchase and ongoing servicing costs, not the system development required to perform these services.  


As a result of the unbundling decision, SCE will have to give credits to the end use customer for functions the utility no longer performs.  These activities (meter reading, meter ownership, meter services, and billing and payments) may now be performed by other qualified entities.  Therefore, SCE must implement new system functionality to be able to include cost credits on the end use customer’s bill.  The development of this billing module will include the ability to calculate cost credits and apply those credits to the end-use customer’s account (as opposed to the energy service provider).  Implementation is scheduled for January 1, 1999.


In addition, as a result of the unbundling decision, SCE will begin charging for additional services it performs on the behalf of other parties (end use customers and other market participants). The catalogue of charges include such items as billing services, meter maintenance, meter sales and installation, etc.  SCE will bill the entity requesting the service while passing the cost credits to the direct access end-use customers which no longer receives the service from SCE. 


Costs for these activities in 1997 totaled $0.6 million.  For the 1998 - 2001 forecast period, SCE anticipates spending $5.1 million.  These costs are being booked to the Direct Access Implementation Costs and the UDC Billing Systems Modification Costs sub-accounts.


�
 Full Consolidated ESP Billing





SCE has received some inquiries from ESPs who indicated an interest in performing all tasks under the full consolidated ESP billing option.  The ESP would read the meter and bill for UDC charges it calculates.  Significant costs would be incurred in order to set up new interfaces to allow ESPs to calculate PX energy charges, CTC, etc.  SCE has not incurred any such costs to date because the inquiries so far have been just that.  Should “full” consolidated ESP billing actually materialize, SCE expects to ask the Commission to permit the Company to recover all costs from those ESPs availing themselves of this tariff option.  Until such authorization is received, SCE will develop the required processes and charge costs to the approved memorandum account.  


No costs were incurred for this activity in 1997.  SCE anticipates spending $0.2 million in 1998, with no other expenditures are projected for the forecast period.  Costs for these activities are being booked to the UDC Billing Systems Modification Costs sub-account.
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