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Pursuant to the Ruling of Administrative Law Judge (ALJ) Kim Malcolm dated August 31, 1998, Southern California Edison Company (U 338-E) (SCE) hereby submits its Revenue Cycle Services (RCS) credits recalculated using the “methodology” of Enron, with certain adjustments set forth in the ALJ’s August 31, 1998 ruling as shown on page 9.  Before discussing the application of Enron’s methodology, SCE believes it is necessary to point out that for several reasons, the recalculated credits which follow should not and cannot be relied on by the Commission in issuing a decision in this proceeding.  SCE wishes to clearly state at the outset that it makes this submission in order to comply with ALJ Malcolm’s order to produce and make available certain information.  In so doing, SCE does not waive any objection we may have to the receipt of this information in the record of this proceeding.  Moreover, because of the many problems inherent in Enron’s methodology - some of which are discussed below - SCE strongly believes the recalculated credits set forth herein are incorrect, inaccurate, and do not comply with the Commission’s prior�stated policies regarding RCS credits.  In the limited time allowed by the ALJ’s Ruling, we have attempted to identify as many of the errors and other problems inherent in Enron’s methodology as possible.  SCE reserves the right to make any and all objections to the use of the information provided herein, as well as to the use of information provided by the other utility applicants pursuant to ALJ Malcolm’s order.

It should be noted that several of the credits which are shown on page 9 are higher than those proposed by Enron.  This condition is the result of two factors.  First, Enron used the credits developed by ORA to allocate their fully allocated costs for Meter Services to the customer classes.  SCE has demonstrated on the record many of the flaws in ORA’s credit calculation, therefore, we have used SCE’s credits to allocate the 100% savings to the customer classes for this credit.  This has the effect of allocating more costs to non�residential classes than the Enron analysis.  Second, Judge Malcolm’s ruling directed SCE to use its uncollectible experience rather than the estimates by Enron.  This also caused an increase in the 20�50kW rate classes for both billing credits versus Enron’s proposal.

Errors In Enron's Rcs Credits

Many errors were exposed during the cross-examination of Enron’s expert, Dr. Robert Wiessenmiller, and remain in Enron’s RCS credits. Those errors include, without limitation:

Fully Allocated Costs

Enron’s fully allocated cost methodology is fundamentally unfair.  It would saddle UDC’s unbundled ratepayers with all the responsibility for fixed and/or sunk RCS costs that are unavoidable, while allowing customers who purchase RCS from third parties to avoid this responsibility entirely.  The Commission is already decided this issue in D.97�05�039 and has reaffirmed its decision in D.98-02-111.

Full And Partial Consolidated Esp Billing

a.	Enron included 100% of FERC 903 subaccounts 903.1 – Postage, 903.2 – Credit, 903.5 – Customer Accounting and 903.8 – Phone Center.  These subaccounts include costs that are not avoidable to SCE under expected levels of penetration.  Rather than assume all costs are avoidable and include 100% of these subaccounts, studies should be performed to determine what percentage of costs in these subaccounts would actually be avoided under actual penetration levels.

b.	Enron included amounts for working capital in the avoided cost credit.  As the Proposed Decision observes, UDCs will receive no benefit to working cash as ESPs need not provide cash deposits to utilities.  If an ESP provides cash deposits, the utility is required to provide interest on the deposit.  Therefore, the amount included in the avoided cost credit for working capital should be removed.

c.	Enron’s methodology includes a supervisory loader. With penetration at 10% or less, it is incorrect to assume that SCE would avoid any supervisors.  Enron’s methodology includes an administrative and general loader.  With penetration at 10% or less, it is incorrect to assume that SCE would avoid any administrative or general time.

d.	Although uncollectibles are included in the attached numbers, per the order, it is improper to include 100% of uncollectible write-offs in the credit, since ESPs will target customers who do not present an uncollectibles risk.

Meter Services

a.	Enron’s calculation is based on a study performed by SDG&E that SDG&E itself admits is inaccurate.  SCE has not had an opportunity to review SDG&E’s work nor determine whether it is appropriate to apply SDG&E’s costs to SCE.  Moreover, in developing a percentage factor that is to be applied to SCE’s FERC account data, Enron arbitrarily compared SDG&E FERC account data and cost study data from different years.  As demonstrated in the proceedings, by failing to rely consistently upon data from the same year, Enron artificially inflated the percentage factor that would be used in developing a credit for SCE.

b.	Enron assumes that 100% of meter service customers will be served by ESPs and none by UDCs.  That is unrealistic since SCE will continue as the default provider.

c.	Enron’s methodology includes a supervisor loader. With penetration at 10% or less, it is incorrect to assume that SCE would avoid any supervisors.

d.	Enron’s methodology includes an administrative and general loader.  With penetration at 10% or less, it is incorrect to assume that SCE would avoid any administrative or general time.

Meter Ownership

a.	Enron incorrectly assumes that all returned meters can be re-used.

b.	Enron’s methodology includes in the credit sunk costs related to the original installation of the UDC meter-costs that Enron has conceded relate to activities that have already been performed.  Because these costs are sunk, they should not be included in the credit.

c.	Enron’s methodology improperly deprives the UDC from recovering the offsetting costs that are necessarily incurred to render returned meters reusable.

Meter Reading

a.	Enron’s methodology includes times for drive-to-the-route and walking the route, which are not avoidable at reasonably anticipated penetration levels, without incurring incremental costs.

b.	Enron’s methodology includes a supervisor loader. With penetration at 10% or less, it is incorrect to assume that SCE would avoid any supervisors.

c.	Enron’s methodology includes an administrative and general loader.  With penetration at 10% or less, it is incorrect to assume that SCE would avoid any administrative or general time.

Even on their own terms Enron’s credits are incorrect, since they do not constitute a true fully-allocated cost study.  For example, Enron uses San Diego Gas & Electric Company’s (SDG&E’s) data to “derive” a percentage of FERC accounts 586 and 597 to apply to SCE and Pacific Gas & Electric Company’s (PG&E’s) avoided costs for meter services.  Since there is no evidentiary support for the notion that SCE or PG&E’s services are provided in the same ratio as are SCE’s, to the extent Enron relies upon SDG&E’s internal costs to derive those of the other UDCs, Enron’s cost credits are arbitrary. Indeed, it is almost impossible to determine what Enron’s “methodology” is.  In some instances, it uses SDG&E’s costs when those produce the numbers most favorable to Enron; in other instances, it uses FERC data without reference to any UDC.

Moreover, the ALJ Ruling does not permit sufficient time to develop proper fully-allocated credits.  An actual fully-allocated cost study would take several months to perform, as evidenced by, for example, the Commission’s giving PG&E approximately six months to perform such a study for its gas operations. Enron has not done that.�/ 

Due Process Concerns

ALJ Malcolm’s Ruling in effect directs the UDCs to make a filing in support of their opponent’s case, without the means to challenge the use in evidence or the probative value of the information provided.  This violates their due process right to test the validity of Enron’s approach.  The absence of an opportunity to challenge the attached results is particularly acute in view of the numerous errors in Enron’s approach and its own calculations, which form the starting point for computing the attached numbers.  Because the information submitted herewith is not in evidence, and cannot be made part of the record in this proceeding without steps being taken to preserve the substantial rights of the parties, it cannot be used in any way to support an alternate or final decision in this proceeding.  Parties have not had an opportunity to cross-examine Enron on the resulting credits, nor have they had an opportunity to adduce rebuttal testimony.�/ 

Explanation Of Adjustments Sce Has Made To Enron's Rcs Credits

Pursuant to ALJ Kim Malcolm’s Ruling dated August 31, 1998, the following sets out the changes Southern California Edison (SCE) has made to Enron’s proposed SCE Revenue Cycle Services (RCS) cost credits.  SCE has been ordered to provide these calculations, but, due to time constraints and the limitations of the order, has not had an opportunity fully to correct the errors in Enron’s credits, from which the attached credits are derived.  The attached credits include the adjustments to Enron’s credits ordered by ALJ Malcolm as well as certain necessary corrections to adjust for obvious errors.  Nothing herein is intended to or should be construed as an agreement that Enron’s methodology is correct in any manner in which it differs from SCE’s.

Partial Consolidated Esp Billing

Consistent with Commission direction, SCE has added uncollectibles amounts calculated using SDG&E’s methodology.  SCE has removed Enron’s uncollectibles amounts from the credit.

Consistent with Commission direction, SCE has reduced the Enron credit by 10% for <20 kW customers to reflect the rate reduction.

Full Consolidated Esp Billing

Consistent with Commission direction, SCE has added uncollectibles amounts calculated using SDG&E’s methodology.  SCE has removed Enron’s uncollectibles amounts from the credit.

Consistent with Commission direction, SCE has reduced the Enron credit by 10% for <20 kW customers to reflect the rate reduction.

Meter Services

Enron’s calculation applies SDG&E’s fully allocated meter services credit to SCE.  SCE adjusted SDG&E’s credit in the calculation so that it does not reflect new installations, which SDG&E has recently agreed would be incorrect.

Enron’s calculation incorrectly allocates total credit revenue to SCE customer groups based on ORA’s proposed credits for SCE.  ORA’s credits were shown to be wrong.  SCE revised the allocation percentages to reflect SCE’s proposed credits.

Enron uses an incorrect inflation factor that differs by customer group.  SCE replaced this factor with SCE’s approved CPI-X factor of 1.01%.

Meter Ownership

Enron incorrectly includes meter installation costs in the value it assigns meters.  SCE adjusts the meter value so that it equals only the cost of a new meter, less depreciation.

Meter Reading

Enron’s calculation uses an incorrect population of meters.  SCE has adjusted the credit to reflect the correct population.

Enron’s calculation uses an incorrect system-wide average read time.  SCE has adjusted the credit to reflect the correct system-wide average read time.

Enron incorrectly calculates the system-wide average read-only time using a weighted average of customer types, instead of meter types.  SCE has adjusted the credit to reflect the read�only time based on meter types.

�

�In summary, credits submitted to conform to Enron’s proposal should not be relied on in any way in issuing an alternate or final decision in this proceeding since they rest on information that was not previously admitted, since the credits on which they are based were not properly calculated, and since it is not a proper avoided cost study.
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�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�RECALCULATION OF REVENUE CYCLE SERVICES CREDITS PURSUANT TO ADMINISTRATIVE LAW JUDGE MALCOLM'S AUGUST 31, 1998 RULING� 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 3rd day of September, 1998, at Rosemead, California.

______________________________________________�Paula K. Arriola�Project Analyst�SOUTHERN CALIFORNIA EDISON COMPANY

�

�/	This points out another procedure concern.  In the February 27, 1998 Assigned Commissioner’s Ruling, it was reiterated that the burden of supporting a proposed methodology rests with the proponent of that methodology.  To order the utilities to perform such a full�allocated cost study for use in evidence in this proceeding would effectively shift the burden from Enron, the proponent of that methodology, in direct contravention of the Assigned Commissioner’s ruling and long standing Commission practice.

�/	In an e-mail note to the active parties dated August 31, 1998, ALJ Malcolm stated that parties would have an opportunity to comment on the RCS credits recalculated using Enron’s methodology, in the event those credits were used in an alternate decision.  That opportunity does not satisfy the due process concerns outlined herein.  Information -- such as a whole new set of RCS credits -- cannot be used in a proposed or alternate decision unless it is in evidence, and it cannot be taken in evidence until parties have had an opportunity to probe its evidentiary value, challenge its receipt, and proper rebuttal.
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