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explanation of Mandated changes to avoided Cost Credits


August 21, 1998





Pursuant to ALJ Kim Malcolm’s  Ruling dated  August 13, 1998, the following sets out the changes Southern California Edison (SCE) has made to its Revenue Cycle Services (RCS) cost credits to reflect the costing methods and principles in the ALJ’s Proposed Decision (PD), including the application of  the methodology used by San Diego Gas & Electric (SDG&E).   Nothing herein is intended to or should be construed as an agreement that SDG&E’s methodology is correct in any manner in which it differs from SCE’s.





I.	Partial Consolidated ESP Billing





For the <20 kW group, SCE had only included 10% of Credit/Collection Costs in the credits.  Because SDG&E includes 100% of these costs in its credits, SCE has now added to the credit the remaining 90%.


As indicated on page 15 of the PD, the incremental costs incurred by utility distribution companies (UDCs) to unbundle RCS should be removed from the avoided cost credits and recovered through service fees.  This increases the credits by the amounts previously presented as offsets.


SDG&E provided a credit equal to monthly T&D revenue-related write-offs divided by number of customers.  SCE had not included such uncollectibles as a credit, and SCE has now added this amount to the credits.


SDG&E included certain specialized equipment, personal computers and facilities costs in its billing credit.  SCE had not included such costs, and SCE has now added this amount  to the credits.


SCE has added an additional 1.01% (CPI – X) for inflation onto the net additional credit.





II.	Full Consolidated ESP Billing





For the <20 kW group, SCE had only included 10% of Credit/Collection Costs in the credits.  Because SDG&E includes 100% of these costs in its credits, SCE has now added to the credit the remaining 90%.


As indicated on page 15 of the PD, incremental costs incurred by utility distribution companies (UDCs) to unbundle RCS should be removed from the avoided cost credits and recovered through service fees. This increases the credits by the amount previously presented as offsets.


SDG&E provided a credit equal to monthly T&D revenue-related write-offs divided by number of customers.  SCE had not included such costs, and SCE has now added this amount  to its credits.


SDG&E included certain specialized equipment, personal computers and facilities costs to its billing credit.  SCE had not included such costs, and SCE has now added this amount  to its credits.


SCE has added an additional 1.01% (CPI – X) for inflation onto the net additional credit.








III.	Meter Services





SDG&E included supervisors and certain specialized equipment and personal computers costs to its meter services credit.  SCE had not included such costs, and SCE has now added this amount to its credits.


SCE had not included facilities costs; SCE has now added this amount to its credits.


SCE has added an additional 1.01% (CPI – X) for inflation to the sum of the changes.








IV.	Meter Ownership





SCE had included as offsets to this credit the incremental cost of removing scrapped meters from the system, refurbishing re-used meters, and testing removed meters.  These offsets have been removed from the credits.


SCE amortized the net value of the credit over the average useful life of meters.  SDG&E amortized the net value over the remaining life.  SCE’s tables show the credit using the average remaining life of SCE’s meters, or 27 years.


SCE had not included the cost of facilities; SCE has now added this amount to its credits. 


SCE had included replacement cost; SDG&E had not.  Therefore, SCE has removed this credit.








V.	Meter Reading





SDG&E included certain specialized equipment and personal computers costs to its meter reading credit.  SCE had not included this cost, and SCE has now added this amount to its credits. 


SCE HAS added an additional 1.01% (CPI – X) for inflation onto the net additional credit.


Given penetration levels anticipated in 1999, SCE does not believe there is a reasonable possibility that it will be able to refolio its routes.  Moreover, the PD states: “For example, when the utility stops providing meter reading services to a single customer in a residential neighborhood, the utility . . . does not consequently avoid . . . the cost of transportation to the neighborhood . . . .”  (PD at 11.)  Accordingly, SCE has not included drive-to-the-route or walk-the-route time.
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