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�INTRODUCTION


Pursuant to Rule 47 of the Rules of Practice and Procedure of the California Public Utilities Commission (Commission), Southern California Edison Company (Edison) hereby requests the Commission to modify Decision No. 97�08�056 (Decision), its recent decision in the above�captioned Consolidated Ratesetting Proceeding. 


On August 1, 1997, when the Commission issued D.97-08-056, it was faced with the prospect of a delay in the implementation of direct access beyond the January 1, 1998 target date if the essential step of unbundling the utilities’ rates did not proceed on a timely basis.  Edison appreciates the very substantial effort put forth by the Commission and all of the parties to ensure that a timely Decision was issued.  However, at least in part due to time pressures faced by the Commission, the Decision as issued is in need of correction in several areas.  Accordingly, Edison submits the instant petition requesting the following modifications:


(1)	The Decision’s treatment of Edison’s franchise fee costs should be made consistent with state statute, with the facts and with the Decision’s own guiding principles;


(2)	The Decision prematurely reduces Edison’s recovery of costs for essential load dispatching functions.  It should be modified to allow Edison to recover those costs in distribution rates to the extent FERC finds that they are not transmission�related;


(3)	The Decision should be modified to make clear that Edison is entitled to recover through its Hazardous Substance Clean-up and Litigation Cost Account, costs associated with generation�related contamination that occurred prior to January 1, 1998;


(4)	The Decision should recognize the unique circumstances pertaining to Edison’s provision of electric service on Santa Catalina Island, allowing Edison to recover its diesel fuel costs and Catalina RECLAIM Trading Credit costs through distribution rates or CTC;


(5)	The discussion in the Decision as to when and how to unbundle the cost of capital should be removed.


(6)	The Decision should clarify the treatment of the Economic Development costs that are subject to the Economic Development One�way Balancing Account;


(7)	The Decision should be modified to allow Edison to accelerate into 1997 its recovery of all of the costs authorized in the Devers to Palo Verde Transmission Line Settlement; and


(8)	The Decision should recognize the reasonable limits of Edison’s ability to implement certain bill format changes for all customers in the short term.


These requested modifications, and the justifications for them, are discussed below.


We also wish to note that we have significant concerns regarding the method of calculating CTC adopted in D.97�08�056.  We are working to develop an alternative to that method which we hope will meet the needs of the stakeholders; we intend to present that alternative for discussion within a workshop, another Petition for Modification, or other appropriate forum.  However, if we are not successful in developing a workable alternative, we reserve the right to bring our concerns to the Commission’s attention through an Application for Rehearing.


�proposed modifications


The Commission Should Modify Its Decision Regarding Franchise Fees To Allow Edison To Recover All Franchise Fee Costs Through Distribution and Transmission Rates


Edison proposed to allocate all of its franchise fee costs to distribution and transmission rates.  The Commission, however, concluded that one-third of Edison’s franchise fee costs should be allocated to generation.�/  The Decision should be made consistent with the Commission’s approach that costs associated with one function will not be allocated to other functions.


As Commissioner Neeper recognized in his oral comments on D.97�08�056, Edison pays franchise fees to municipalities and other governmental authorities as compensation for the right to install and maintain its transmission and distribution facilities along public rights�of�way.�/  This view is clearly stated in the Decision itself, which finds that “[f]ranchise fees are payments made to local governments for the privilege of constructing distribution and transmission facilities in local communities. . . .”�/  Moreover, this view is clearly supported by the Franchise Fee Act of 1937, which provides:


Every electric franchise . . .confers upon the grantee thereof the rights to .. . construct and use poles, wires, or conduits and appurtenances for the purpose of transmitting and distributing electricity . . . under, along, across, or upon the public streets, ways, alleys, and places . . . within the municipality.�/ 


There is no question that, both as a matter of practical reality and by legislative mandate, franchise fees relate to transmission and distribution activities that occur on public rights�of�way -- not to generation activities that take place on private property.  Thus, following the Commission’s guiding principle that “[c]osts associated with one function will not be allocated to other functions,”�/ the Commission should adopt Edison’s original proposal to assign all of its franchise fee costs to distribution and transmission.


D.97�08�056 assigned one-third of Edison’s franchise fees to generation apparently based on the rationale that franchise fees are collected based upon total revenues and “[i]f revenues are reduced as a result of divestiture of generation” franchise fees should be reduced accordingly.�/  Although that reasoning might be appropriate if Edison could avoid franchise fees as a result of generation divestiture, this is not what will actually happen.  The Commission appears to be confusing the revenue�based method of computing franchise fees with the utility distribution and transmission functions for which these fees are required by law to be paid.  Moreover, the Commission’s focus on the revenue�based method for collecting franchise fees is not relevant, because, as a practical matter municipalities would continue to recover the same franchise fees from Edison regardless of whether Edison divests its generation and regardless of the identity of the generator of the energy that flows through Edison’s wires.�/ 


We also note that the issue of uncollectibles would be more appropriately addressed in the Commission’s proceedings on the utilities’ November 3, 1997 cost credit filing that they are required to make pursuant to the Commission’s recent revenue cycle services unbundling decision.�/ 


In order to implement Edison’s proposed modification, the Commission should make the following changes to D.97�08�056:


1.	Textual Changes - The second paragraph of Section VII.H of the Decision should be revised as follows:


ORA proposes that SDG&E and Edison be required to allocate some portion of FF&U to generation, consistent with PG&E’s method.  If revenues are reduced as a result of divestiture of generation, FF&U should be reduced accordingly.  Therefore, we agree with ORA’s proposal and PG&E’s methodology and allocate to generation one�third of FF&U costs.  This results in an adjustment of $7.47 million in Edison’s distribution revenue requirement and $6.4 million in SDG&E’s distribution revenue requirement.  We reject ORA’s proposal to require Edison and SDG&E to allocate one-third of their franchise fee costs to generation because these costs are associated with distribution and transmission functions.  Edison and SDG&E’s proposals are appropriate because they are consistent with our general principle that costs associated with one function should not be allocated to another.  We also reject ORA’s proposal with respect to uncollectibles because that issue is properly addressed in the cost credit proceedings that, pursuant to D.97-05-039, will commence later this year.


2.	Other Changes:�/ - FOF 23 should be revised as follows:


23.  Some of tThe costs associated with franchise fees and uncollectibles are attributable to the transmission and distribution functionsgeneration operations.  


COL 13 should be revised as follows:


13.  The utilities’ distribution revenue requirements should be reduced to recognize a fair allocation of FF&U costs between distribution, transmission and generation, as set forth in this decision.Edison and SDG&E’s allocation of franchise fee and uncollectible costs is consistent with cost causation principles set forth in this Decision and should be adopted.


The Commission Should Modify Its Decision With Respect To Edison’s “Load Dispatching” Cost To Allow Edison To Recover As Distribution The Costs Booked In FERC Account 561 That Are Not Avoided Due To ISO Operation Of Transmission


In its Test Year 1995 General Rate Case, Edison was authorized to recover approximately $17.02 million in “load dispatching” costs, which are recorded in FERC Account 561 and related A&G FERC Accounts.�/  When Edison filed its Application in this Ratesetting proceeding, it was unclear which, if any, of the functions associated with these costs would be performed by the Independent System Operator (ISO) and included in the transmission revenue requirement after restructuring.  Because Edison believed (1) that the majority of its Account 561 functions would not be assumed by the ISO and would continue to be part of Edison’s distribution responsibility, and (2) that it was likely to incur additional costs that would offset costs assumed by the ISO, Edison concluded that it would be premature to remove any of its FERC Account 561 costs from the non�generation revenue requirement.�/ 


On March 31, in the middle of the Ratesetting hearings, Edison made its scheduled ISO/WEPEX filing with FERC in which it identified the specific load dispatching functions that it proposed for the ISO to perform.  That filing is consistent with Edison’s original position insofar as the load dispatching costs avoided due to the assumption of certain functions by the ISO is only a relatively small percentage of Edison’s FERC Account 561 costs.  In that filing, Edison estimated that its load dispatching costs would decrease by $1.552 million plus associated A&G as a result of the ISO assuming operational control of the transmission system.�/  This is so because, as Edison made clear in its testimony, Edison will be retaining most of the functions associated with these costs.�/  Among the costs that Edison will continue to incur (i.e., costs not avoided due to ISO transfer) are costs related to protection engineering, energy control center operations, and support of process control systems.�/  Moreover, many of these costs are associated with operating Edison’s subtransmission system�/ -- a situation unique to Edison insofar as FERC has already  concluded that Edison (unlike PG&E and SDG&E) will continue to operate its subtransmission facilities.�/  


The Commission should at least modify the Decision so that Edison’s distribution revenue requirement will not be reduced by more than the amount that costs are expected to decrease as a result of the ISO assuming operational control of Edison’s transmission system, i.e., at most $1.552 million plus associated A&G.  Indeed, even this change is inappropriate in that it is premature and inconsistent with the Decision’s own guiding principles that “[u]tility revenue requirements will not be modified in this proceeding.”�/  


The Commission should further provide that if FERC does not provide for recovery of certain load dispatching costs that a utility seeks in transmission rates, then the utilities will be provided an opportunity to return to the CPUC to seek to recover such costs through distribution rates.  The Commission’s Decision already appears largely to recognize that such an approach is required to preserve total revenue requirements, having observed that:


If FERC concludes that these load dispatch and ISO/PX related costs are distribution costs, rather than transmission costs, then we will reallocate these costs to distribution, consistent with the FERC’s findings.�/ 


Although Edison agrees with this observation as far as it goes, the Commission’s statement falls somewhat short because it fails to recognize that FERC is highly unlikely to affirmatively find that a cost is distribution-related because such a finding would be outside of its jurisdiction.  The most that FERC would find is that a certain load dispatching cost should not be included in transmission rates.  Upon such a finding, the Commission should be willing to allow Edison to return to the CPUC immediately to seek such authorized load dispatching costs in distribution rates.  Moreover, the Commission should be willing to apply this approach to other costs that the utilities proposed to recover through transmission rates but that FERC concludes are not transmission costs.


In order to implement Edison’s proposed modification, the Commission should make the following changes to its Decision:


1.	Textual Changes - The last five sentences of the final paragraph of Section VII.A should be revised as follows:


Edison makes a reasonable argument in its comments that some load dispatching activities will remain with it after January 1, 1998.  In its pending March 31, 1997 ISO/WEPEX filing with FERC, Edison estimated that it would avoid approximately $1.552 million in load dispatching costs (not including associated A&G) as a result of the ISO assuming operational control of Edison’s transmission.  Edison did not, however, make an affirmative showing to support allocating the entire load dispatching revenue requirement to distribution.  We therefore remove this amount (along with $1.091 million in associated A&G) from Edison’s distribution revenue requirement for the present time an amount equal to that amount PG&E removes from distribution revenue requirement, $10.83.  We remove $5.5 million from SDG&E’s distribution revenue requirement the amount of these costs that it included in its March 31 FERC transmission revenue requirement.  If FERC concludes that these any load dispatch and ISO/PX related costs that utilities seek to recover in transmission rates should not be recovered therein are distribution costs, rather than transmission costs, then we will allow the utilities immediately to seek authorization to recover such costs through distribution rates reallocate those costs to distribution consistent with FERC’s findings.


The last paragraph of Section VI, should also be revised as follows:


Just as we have declined to reduce the distribution revenue requirements in this proceeding to account for costs associated with activities the utilities may no longer conduct, we decline to automatically increase the distribution revenue requirements to account for FERC decisions.  In each instance, the utilities will be allowed to immediately seek the Commission’s approval of recovery in distribution rates of costs that are not authorized by FERC for recovery through transmission rates have an opportunity to make their case with regard to specific revenue requirements changes in their PBR proceedings or, for PG&E, general rate case.  In the interim, we will adopt the revenue requirement for distribution that each utility proposes here with the adjustments we make in subsequent sections, consistent with law and policy.  To the extent necessary, we will revisit these revenue requirements at a later date, as discussed below.


2.	Other Changes - FOFs 10 and 11 should be revised as follows:


FOF 10 - The utilities will discontinue their role in electric dispatch and system control beginning January 1, 1998.  Nevertheless, the utilities seek to recover revenue requirements previously authorized to conduct generation dispatch and control.  The utilities may continue to provide some load dispatching functions, but certain of these functions will be performed by the ISO.


FOF 11 - The utilities have not demonstrated that the revenue requirements for dispatch and control will be required beginning January 1, 1998.  Edison has included in its March 31, 1997 ISO/WEPEX filing at FERC an estimate that it will avoid approximately $1.552 million in load dispatching costs (not including associated A&G) as a result of the ISO assuming operational control of its transmission system.


COL 5 should be revised as follows:


COL 5 - The Commission should reduce the distribution revenue requirements of the utilities by the amount of load dispatching costs avoided due to the ISO assuming operational control of their transmission facilities by amounts allocated to generation dispatch and control.


The Commission Should Modify Its Decision Concerning Edison’s Hazardous Substance Account To Make Clear That Edison Is Entitled To Recover Through That Account Costs Associated With Generation�Related Contamination That Occurred Prior To January 1, 1998


In an effort to avoid providing Edison with what was argued by some parties to be an unfair competitive advantage, the Decision provides that after January 1, 1998 Edison will no longer be allowed to make entries into its Hazardous Substance Clean-Up and Litigation Cost Account (HSCLC) for generation-related clean-up.  Edison agrees that January 1, 1998 is the appropriate dividing point insofar as ratepayers should not be responsible through the HSCLC for generation-related contamination that occurs after that date.  However, the Commission’s Decision, as presently written, does not appear to take into account the likelihood that some generation-related contamination that has occurred prior to January 1, 1998 will not be discovered, remediated, and charged in part to ratepayers through the HSCLC until after that date.  Edison requests the Commission to clarify what Edison believes to have been the Commission’s intent:  that Edison will not be precluded from recovering such costs through the HSCLC simply due to the latency period between the occurrence of the contamination and its discovery and remediation.


The propriety of Edison’s proposal becomes clear upon consideration of Edison’s alternative with respect to liabilities associated with its gas-fired generation plants.  In its Divestiture Application (A.96-11-046), Edison proposed to retain (rather than sell) much of the existing environmental liabilities associated with the plants and to use the already approved HSCLC mechanism to fund the cost of clean-up, including costs that relate to contamination that occurred prior to January 1, 1998 but that will not be recovered until after that date.  Under this proposal, ratepayers would be responsible for only ninety percent of the costs, with the possibility of offsetting insurance proceeds to further lower these costs.�/  If the Ratesetting Decision is not modified as set forth above, Edison will be required effectively to “capitalize” the existing environmental liabilities by selling them to purchasers along with the plants.  This would have two very undesirable consequences.  First, the auction of the plants would have to be delayed significantly to afford potential bidders with the opportunity to undertake their own extensive environmental assessments of the generation facilities.  Second, the winning bid would be reduced by at least one hundred percent of the expected cost of clean-up and would most likely be reduced by substantially more than that because bidders are prone to be overly conservative when faced with assuming unknown or unquantified environmental liabilities.  Since the net proceeds from the sale will be used to reduce ratepayers’ CTC obligation, the ratepayers’ obligations would effectively be increased from ninety percent of actual costs to at least one hundred percent (and likely more) of expected costs.  Hence, Edison’s ratepayers would be substantially worse off under the present Decision than if Edison’s approach to resolving the issue is adopted.


In order to avoid this result and to properly account for the latency period between the occurrence of contamination and the recovery of costs to clean it up, the Commission should modify D.97�08�056 as follows:�/ 


1.	Textual Changes - The last five sentences of Section VII.F should be revised as follows:�/ 


Retaining these accounts for generation�related costs associated with contamination that occurs after the market starts would provide a competitive advantage to incumbent utilities.  We adopt ORA’s proposal to prohibit entries into HSCLC which relate to generation costs, effective contamination that occurs after January 1, 1998.  However, ratepayers remain obligated through the HSCLC mechanism for any contamination (whether currently known or unknown) for which the utilities are financially responsible that occurred while the generation-related facilities were obligated to operate for the ratepayers’ benefit.  The resulting adjustment of distribution revenue requirements for Edison is $1.36 million and for PG&E is $.1 million.  SDG&E did not include a HSCLS balance in its distribution revenue requirement needs no associated adjustment.


2.	Other Changes - As set forth herein in redlined format, the findings of facts, conclusions of law and ordering paragraphs should be modified as follows:


FOF 15:  Permitting the utilities to recover generation costs associated with contamination that occurs after the market starts in the HSCLC would provide a competitive advantage to utilities in generation markets.


COL 10:  The utilities should be prohibited from entering into their HSCLC accounts any costs associated with generation contamination that occurs after January 1, 1998.  However, ratepayers remain obligated through the HSCLC mechanism for any contamination (whether currently known or unknown) for which the utilities are financially responsible that occurred while the generation-related facilities were obligated to operate for the ratepayers’ benefit.


Ordering Paragraph 10:  PG&E, Edison, and SDG&E shall not enter into their respective Hazardous Substance Clean-up and Litigation Cost Accounts any costs related to generation contamination that occurs after January 1, 1998.


The Commission Should Modify Its Decision Regarding Catalina Diesel Fuel Costs and Catalina RECLAIM Trading Credit Costs To Enable Edison To Recover Such Costs In The Post�Transition Period 


Currently, Edison’s customers on Santa Catalina Island (Catalina) are served on the same tariffs as apply to mainland customers, even though Catalina is electrically isolated from mainland facilities.�/  Because of its isolation, Catalina will not be served by the PX/ISO and almost certainly will not have any meaningful opportunity to purchase electricity through direct access.  Accordingly, the market or PX price for generation is essentially irrelevant with respect to the cost of providing generation to Catalina customers.  In these respects, Catalina presents something of a special and anomalous situation.


In its Application, Edison proposed to deal with the special circumstances surrounding Catalina in part by including certain Catalina-related costs (i.e., Catalina Diesel Fuel Costs, and Catalina RECLAIM Trading Credit Costs) in its Miscellaneous Adjustment Mechanism (MAM) account rather than through generation.  This approach would have separated the recovery of Catalina costs from the PX price -- a result that makes sense insofar as Catalina will not be served by the PX.  CLECA/CMA, while recognizing Catalina’s special circumstances, opposed allocation of these costs to the MAM and instead recommended allocating them to public purpose programs.�/  Although the Commission’s Decision contains no express discussion of  the Catalina issue, its reallocation of the MAM at Appendix B, Table 3 adopts neither Edison’s nor CLECA/CMA’s proposal and instead simply assigns these line-items to generation.


Edison continues to believe that, at least in this narrow circumstance, a MAM mechanism should be created for the purpose of  recovering such costs.  However, because the Commission has rejected the MAM, Edison requests instead that these two line-items be assigned to distribution in Appendix B, Table 3, rather than to generation and that Edison’s revenue requirements be adjusted accordingly.  It is important to note that this approach is consistent with the Commission’s principle that utilities should not “allocate to monopoly functions any costs associated with services that are or will be subject to competition.”�/  Because Catalina for the foreseeable future will not be subject to competition from mainland competitors, it is appropriate to assign its costs to a monopoly function (i.e., distribution).


If the Commission is not willing to reassign these line-items in this fashion, it should at least expressly provide that Edison is entitled to recover the above-market portion of these costs through CTC during the transition period.  If the Commission takes the latter course, it should also make clear that after the transition period, it will establish a ratemaking approach for Catalina that will continue to provide Edison with the opportunity to recover the full cost of its obligation to provide electrical service to Catalina.�/ 


The Commission Should Modify Its Decision With Respect To Cost Of Capital Unbundling


Although the Decision correctly recognizes that unbundling the cost of capital is not “urgent”, the Commission directs the utilities to file applications on May 8, 1998 relative to unbundling their respective costs of capital.�/  As explained in its Brief, Edison recognizes that it may be appropriate ultimately to unbundle the cost of capital at some point.�/  Edison believes, however, that the issue of when and how to accomplish that objective is outside the scope of the ratesetting proceeding and should not be decided prematurely at this juncture.�/ 


Furthermore, in Edison’s recent PBR decision, the Commission established a cost of capital trigger mechanism designed to address changes in the cost of capital over the course of its PBR period.�/  The Commission adopted this trigger mechanism in order to “simplify regulation.”�/  Moreover, as recently as December 20, 1996, the Commission approved Edison’s cost of capital trigger mechanism as adjusted to reflect its authorized equity return.�/  Given these recent actions, it would not be appropriate for the Commission to require Edison to engage in an unbundled cost of capital proceeding in the near future.  In order to implement this modification, the Commission should remove its discussion of cost of capital at pages 18 and 19, finding of fact 12, conclusion of law 7, and ordering paragraphs 6 through 8.


The Commission Should Clarify The Treatment Of The Economic Development Costs That Are Subject To The Economic Development One�Way Balancing Account


In its decision, the Commission allocated a portion of the non�DSM Customer Service and Informational (CS&I) costs to generation through the application of Edison’s multifactor allocation method.  Included in the CS&I expenses are costs that are subject to the Economic Development One�way Balancing Account (EDBA).  One�way balancing account treatment provides ratepayer protection by ensuring that any unspent economic development funds do not benefit Edison’s shareholders.


In order to ensure that the intent of the EDBA is maintained, the Commission should either:  (1) clarify its decision to provide that all economic development costs subject to the EDBA ($3.2 million) are allocated to the distribution revenue requirement; or (2) modify the EDBA so that only the amount allocated to the distribution revenue requirement in the ratesetting decision are subject to the provisions of the EDBA.


In order to clarify the decision, the last paragraph of Section VII.G.1 of D.97�08�056 should be revised as follows:


We therefore reduce the utilities’ distribution revenue requirements to reflect customer service and marketing costs that are more appropriately allocated to generation.  TURN’s estimates appear to assume that all customer service and marketing costs are related to generation.  The utilities make reasonable arguments that some of those costs will continue to be incurred notwithstanding the status of their generation operations.  Reviewing their general rate cases, we agree that some of the costs in related accounts will be associated with each utility’s distribution operations.  Because the utilities did not fulfill their burden to specify costs which might be attributable to distribution, we adjust the amount for Edison and SDG&E by applying their respective multifactor allocations methods.  This results in an adjustment of $7.7 million for Edison and $.98 million for SDG&E.  In its comments, Edison alleges that allocating a portion of economic development costs to generation would be “contrary to law” because we identified such costs as “nongeneration” in Edison’s PBR order, D.96�09�092.  Edison fails to acknowledge, however, that D.96�09�092 allocated all other customer services costs to generation.  Our decision here to allocate all customer services costs, including those associated with economic development, across all functions therefore gives Edison the benefit of the doubt.  Therefore, the amount of customer service and informational costs allocated to the UDC should include the $3.2 million of Economic Development costs which are subject to the Economic Development One�way Balancing Account.  For PG&E we make no adjustment because we removed marketing costs from PG&E’s revenue requirement in its most recent general rate case.  We therefore do not adjust PG&E’s distribution revenue requirement here for this item.


Or, in order to implement a modification to the EDBA, the revision to the last paragraph should read as follows:


Therefore, the Economic Development One�way Balancing Account should be modified so that only those economic development costs allocated to the distribution revenue requirement through application of the multifactor allocation method are subject to the balancing account.


Consistent With The Commission’s Recent Decision Concerning Devers To Palo Verde Costs, The Commission Should Modify Its Decision To Allow Edison To Accelerate And Recover These Costs From Ratepayers In 1997


Less than three months ago, the Commission issued D.97�05�081 (DPV2 Decision) in which it authorized Edison to recover from ratepayers $6.704 million of reasonably incurred regulatory and project development costs associated with its abandoned Devers to Palo Verde No. 2 transmission line construction project.�/  The DPV2 Decision provides that Edison may recover these costs through three $2.235 million ERAM adjustments over a three�year period (1997�1999).  However, the DPV2 Decision further recognized that due to ongoing changes brought about by restructuring, “it may be necessary for Edison to propose modifications to the mechanism for recovery of DPV2 costs that we authorize today.”�/ 


Although the Commission did not expressly discuss the DPV2 expenses in D.97�08�056, its rejection and reallocation of MAM�/ (wherein the DPV2 costs for 1998�99 were maintained) would effectively result in denying Edison a mechanism through which to recover these previously approved costs in 1998 and 1999.�/  Recognizing the Commission’s opposition to the MAM, Edison proposes instead that the Decision be modified to allow Edison to accelerate recovery of the remainder of its authorized DPV2 expenses into one 1997 ERAM balancing account adjustment.  This approach effectively avoids the issue of how to unbundle these costs in the restructured environment.  Moreover, it is consistent with the Commission’s observation in its recent DPV2 Decision that changes to the method for recovering these costs may be necessary due to restructuring.


In order to implement this clarification, the line item for Devers to Palo Verde 2 Transmission Line Recovery should be deleted from Appendix B, Table 3,�/ and the Commission should add the following language:


1.	Textual Changes - At the end of Section VII.J.4, add the following paragraph:


Edison requested that the two $2.235 million charges to ERAM that we recently authorized for recovery in 1998 and 1999 for reasonably incurred costs for the Devers to Palo Verde 2 project (see D.97-05-086) be recovered through the MAM.  Because we do not authorize a MAM, we instead authorize Edison to accelerate and recover these costs from ratepayers through ERAM in 1997. 


2.	Other Changes - Add the following Ordering Paragraph to the Decision:


17.  Edison is authorized to accelerate and recover through ERAM in 1997 and two $2.235 million charges to ERAM for 1998 and 1999 that were authorized in D.97�05�086 for the abandoned Devers to Palo Verde 2 transmission line project.


The Commission Should Modify Its Decision To Reflect The Anticipated Timing Of Edison’s Ongoing Change To A New Billing System


The Commission appropriately endeavored to balance customers’ interest in receiving greater billing detail with the utilities’ technical limitations and the need to avoid unnecessary confusion.  In striking that balance, the Commission concluded that the utilities should separately identify the following components on customers’ bills, starting June 1, 1998: energy, transmission, distribution, CTC, public purpose programs, and nuclear decommissioning costs.�/  Edison appreciates the Commission’s decision to provide adequate time to identify these charges.  As the Commission learned during this proceeding, each utility faces unique challenges in making the necessary changes in their billing systems to accommodate direct access and the other requirements of the electric industry restructuring.  In Edison’s case, the ongoing transition from its older Customer Information System (CIS) to its new Customer Service System (CSS) raises both opportunities and challenges which should be reflected in the Commission’s decision on rate unbundling.  Edison is making every effort to complete its new CSS system, while also making the many system modifications necessary to the timely and successful implementation of direct access.  That effort will enable Edison to provide the detailed information required by D.97�08�056 to direct access customers by January 1, 1998, five months early.  However, unavoidable system limitations and the magnitude of Edison’s ongoing work will constrain Edison from making that level of billing detail available to all customers until late 1998.


The Commission recognized the potential problems of programming complex changes into the utility billing systems.�/  As Edison testified in this proceeding:


Implementing a new bill format requires extensive modifications to the existing billing systems.  These modifications will involve hardware and software as well as business process changes.  The time remaining for development, implementation and testing of new systems is short, and they must be accomplished while maintaining the integrity of the existing billing process.�/ 


As Edison’s witness further testified, the Company is currently in the process of migrating individual accounts to the new CSS billing system, and that we anticipated being able to implement the minimum bill format requirements of AB 1890 by January 1, 1998.�/  


When the Commission adopted D.97-08-056 at its business meeting on August 1, Commissioner Neeper observed that although the decision adopts a June 1, 1998 date for the utilities’ implementation of rate unbundling on customers’ bills, his own feeling is that “. . . we ought to say ‘do it by January 1’ unless you can demonstrate there are genuine technical constraints against doing it by January 1, and then, do it in any event, by June 1.”  In light of Commissioner Neeper’s concern, Edison believes it would be useful to clarify both its technical capabilities and limitations, and for that reason has appended the Declaration of Stephen M. McMenamin, describing in greater detail the transition from the CIS to CSS billing systems and the impact of that transition on Edison’s provision of unbundled rate information on customers’ bills.�/ 


In summary, Edison expects that all direct access customers will be migrated to, and billed through, the CSS billing system, effective January 1998.  Thus, for all direct access customers, Edison expects to be able to satisfy the rate unbundling requirements of D.97-08-056 approximately five months earlier than the June 1, 1998 date specified in that decision.  However, Edison still faces the problem, alluded to in its testimony in this proceeding, of providing the unbundled rate information to all of its remaining, bundled customers.  As Mr. McMenamin’s Declaration demonstrates, as a result of unavoidable technical constraints it cannot migrate all of its bundled customers to the new CSS billing system earlier than the end of 1998.  Moreover, due to the limitations of the old CIS billing system, bundled Edison customers who have not yet been migrated to CSS will receive bills which identify (1) the total charges associated with transmission and distribution (i.e., nongeneration), and (2) the total charges associated with generation, including the CTC.  Thus, for those bundled Edison customers that are not migrated to CSS by June 1, 1998, Edison would be able to provide information at the level of unbundled rate information which complies with AB 1890,�/ although not in compliance with the additional specifications of D.97-08-056, as currently written.


In the attached Declaration, Mr. McMenamin describes the reasons why it would be inappropriate to attempt to modify the old CIS billing system to provide the more detailed component charges on all customers bills.  The critical obstacle is the limited number of programmers and system analysts who are sufficiently knowledgeable with respect to the older CIS billing system.  Assigning them to upgrade a system which will shortly be phased out and replaced would take them away from other important work in support of the implementation of direct access, including the programming necessary to implement the migration of customers to the new system as quickly as possible.  Such a reallocation of limited resources would be both uneconomic and contrary to the broader interests of the timely implementation of restructuring.  Edison’s belief is that the prudent course is to provide the initial focus on the migration of direct access accounts to the new billing system, and thereafter to migrate Edison’s remaining, bundled accounts to the new system as quickly as possible.  As noted in Mr. McMenamin’s declaration, Edison anticipates that that migration cannot be completed until approximately the end of 1998.


Edison requests the Commission to modify D.97-08-056 to recognize both Edison’s ability to provide fully unbundled rate information to direct access customers by January 1998, and the limitations on Edison’s ability to provide the same level of unbundled detail to all of its remaining customers until approximately January of 1999.


�CONCLUSION


For the foregoing reasons, Edison respectfully requests that the Commission modify D.97-08-056 in the manner set forth above and in Appendix A to this Petition.


Respectfully submitted,
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Application 96-12-019


(Filed December 6, 1996)�
�
DECLARATION OF JOHN BALLANCE


I, John Ballance, am Manager of Grid Dispatch and Operations in Southern California Edison Company’s (Edison) Power Grid Business Unit.  My responsibilities include managing Edison’s Grid Control Center as well as the operation of its transmission, subtransmission and distribution substations.


In Edison’s March 31, 1997 ISO/WEPEX filing at the Federal Energy Regulatory Commission (FERC), Edison estimated the amount of  load dispatching costs that Edison will avoid after the ISO assumes operational control of Edison’s transmission facilities as of January 1, 1998.  As set forth in that filing, Edison estimated that approximately $1.552 million of load dispatching costs (not including any associated A&G) would be avoided.  That estimate is based upon an estimated reduction of 25 positions at an average salary of $58,500, the total of which is then escalated from 1996 to 1998 dollars. 


The estimate of a reduction in 25 positions was based upon the best information available at the time of the March 31 filing as to which load dispatching functions would be performed by the ISO startng January 1, 1998.  Based upon Edison’s current understanding of the level of development of the ISO by January 1, 1998, Edison’s estimate of the number of positions it can reduce (and thus of costs to be avoided) is, if anything, overstated.


I hereby declare that to the extent that this declaration contains factual material, it is true and correct to the best of my knowledge.  I hereby also declare that to the extent the material presented herein involves judgment, it is my best judgment.





�
John Ballance�
�
Dated:  August 21, 1997
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Application 96-12-019


(Filed December 6, 1996)�
�
DECLARATION OF STEPHEN M. MCMENAMIN


I, Stephen M. McMenamin, am Division Vice President, Customer Services, in Southern California Edison Company’s (Edison) Distribution Business Unit.  My responsibilities include managing Edison’s customer billing systems, including modifying those systems to support the transition to the restructured competitive framework.


In the Consolidated Ratesetting proceeding,�/ Edison introduced testimony regarding the changeover from the older Customer Information System (CIS) billing system to the new Customer Service System (CSS) billing system, and the limitations that changeover impose on Edison’s ability to provide unbundled rate information on customer’s bills.  The purpose of this Declaration is to provide the Commission with more detailed information regarding the capabilities and anticipated milestones associated with that system changeover.


Edison’s older CIS billing system can print unbundled rates on customer’s bills to the generation and non�generation component level ,as required by AB 1890 (Public Utilities Code § 392(c)(1)).


However, the CIS billing system, as presently configured, cannot provide bills separately identifying the energy, transmission, distribution, CTC, public purpose program and nuclear decommissioning cost components as required by D.97-08-056 beginning June 1, 1998.


As Edison testified during the hearings on this matter, we are in the process of changing from CIS, to a new billing system called the Customer Service System (CSS).  The CSS will enable Edison to provide the level of bill unbundling required by D.97�08�056 for all customers who have been migrated to that system.  Of course, the process of migrating over 4 million customers to a new system, in an environment in which virtually all the billing parameters are subject to substantial change, takes time.  It must also be accomplished with deliberation and careful planning, in order to support direct access with an acceptable level of reliability, and without undue risk with regard to revenue collection.


Edison expects to migrate all direct access customers by January 1, 1998.  Thus, all customers who elect direct access will receive bills with the full level of rate unbundling required by D.97�08�-56, five months earlier than the June 1, 1998 date specified in that decision.  However, the effort required to provide assurance that direct access will be timely and effectively implemented, and the sheer magnitude of the task of changing the entire billing system for over 4 million customers in a highly dynamic framework, places constraints on our ability to provide the billing detail called for in D.97�08�056 to all customers by June 1, 1998.  Our best estimate is that all customers will be migrated to CSS (and will thus revise bills with the full level of unbundling) by January 1, 1999.


It is highly improbable that the work required to reconfigure the older CIS billing system to handle all the line items called for in D.97�08�056 could be accomplished by June 1, 1998.  In order for the CIS to be able to meet that requirement, the following work would be necessary:


Add new fields to the CIS Customer Record to store the new component detail on each month’s bill.  This would require an expansion of the current Record size, which impacts EVERY program (over 1,000) and transaction (over 100) that uses this Record.  As an example of the magnitude of this task, the last major expansion of the CIS Master File Record took 33 calendar months.


Create new tables for each of the new component factors (approximately 5 - 10 new tables), and the new programs to do the calculations and prorations for these new billing components.  Again, one can gain a sense of the effort by noting that the programming to implement the last comparable general rate case decision cost approximately $2.1 million.


Modify the CIS Rebill and Adjustment transactions to accommodate the new billing components.  


Modify the CSS Service Bill Import process to accommodate the new billing components for ICA Summary Billing accounts.


Even setting cost considerations aside, the critical resource for an effort like this is people.  There are a limited number of programmers and system analysts who are fully familiar with Edison’s systems and the requirements to support electric industry restructuring.  Those resources have been deployed as efficiently as possible, with their primary focus to effectuate direct access as timely and reliably as possible.  Reassigning them to upgrade an older system which will soon be wholly replaced, would jeopardize direct access, and does not make good business sense.  Moreover, in programming as in many other activities, adding more resources to a particular task does not make the work go faster.  Even if qualified resources are available, only so many persons can work on a program before efficiency is lost, and beyond a certain point the very success of the project is jeopardized.  In my opinion, our resources have been properly deployed to give us the best overall chance of successfully accomplishing the many changes necessary to implement direct access by January 1, 1998, and to support the development of a viable competitive electricity market.


I hereby declare that to the extent that this declaration contains factual material, it is true and correct to the best of my knowledge.  I hereby also declare that to the extent the material presented herein is judgment, it is my best judgment.





�
Stephen M. McMenamin�
�
Dated:  August 21, 1997


�



�/	D.97-08-056, mimeo, p. 27.


�/	Commissioner Neeper, Commission Meeting No. 2974, August 1, 1997, discussion of agenda item 2/2a.


�/	D.97�08�056, mimeo, p. 27 (emphasis added).


�/	Cal. Pub. Util. Code § 6265 (emphasis added).  


�/	D.97-08-056, mimeo, p. 8.


�/	D.97-08-056, mimeo, p. 27.


�/	Cal. Pub. Util. Code §§ 6350-6354; See also, Opening Brief, pp. 61-62; Opening Comments, pp. 21-22.


�/	D.97-05-039, mimeo, pp. 19,32.


�/	As with some of the other modifications proposed below, the Commission would also need to amend Appendix B, Table 1 and the total revenue requirement number set forth at Section VII.L of the Decision.  


�/	D.96-01-011, issued January 10, 1996 in A.93-12-025.  This figure includes both annual escalation and an A&G loader as calculated by TURN/UCAN.


�/	Edison, Jazayeri, Ex. 7 pp. 34-35.


�/	See, Declaration of John Ballance, Appendix A.  Applying TURN/UCAN’s A&G adder would result in a total figure of $2.64 million.


�/	Edison Rebuttal Testimony, Ex. 7 pp. 34�35; Edison, Jazayeri, Tr. 5/682-85.


�/	Edison Rebuttal Testimony, Ex. 7 pp. 35; Edison, Jazayeri, Tr. 5/684�85.


�/	Edison, Jazayeri, Tr. 5/685.


�/	See Order Granting Petition For Declaratory Order In Part, 77 FERC ¶ 61,077, Docket No. EL�96�48�000 (October 30, 1996).


�/	D.97-08-056, mimeo, p. 8.


�/	Id. p. 17.


�/	See D.94�05�020.


�/	It is important to note that if the Commission does not adopt Edison’s proposal, the Commission should still change Appendix B, Table 3 of D.97�08�056 so that it is consistent with its discussion of Hazardous Waste in Section VII.F.  In that section, the Commission specifically prohibits charging only generation-related hazardous waste costs to the HSCLC.  Non�generation�related hazardous waste costs would continue to be recovered through that account.  The HSCLC amount that the Commission reallocates to generation in Appendix B, Table 3, however, includes not only generation-related but also non�generation-related hazardous waste costs.  Accordingly, even if the Commission does not accept Edison’s proposed modification, to be consistent with the text of its Decision it should increase the distribution revenue requirement reflected in Appendix B, Table 3 to reflect the portion of the HSCLC balance that is not related to generation and decrease the generation revenue requirement section by an equal amount.  Although the HSCLC numbers in that Table are based upon projected costs at the time of Edison’s Application, any such modification should be based upon Edison’s actual costs reported in the Hazardous Substance Cleanup Cost Recovery Mechanism 1997 Annual Report filed with the Commission’s Energy Division on May 30, 1997.  The 1997 Annual Report identifies a total of $6.6 million of eligible costs, net of insurance recoveries, for inclusion in the HSCLC mechanism during the period April 1, 1996 to March 31, 1997.  Of the total hazardous waste cleanup costs recorded for this period, approximately $5 million are non�generation-related. 


�/	Because HSCLC costs were contained within the MAM, Section VII.J.4, which contains the discussion of the MAM, also should be changed to conform with the above language.


�/	Edison, Jazayeri, Ex. 7 pp. 32-33.


�/	CLECA/CMA, Yap, Ex. 73 pp. 12-13.


�/	D.97�08�056, mimeo, p. 8. 


�/	Because the Decision does not expressly discuss Catalina, Edison’s proposed modification would require only numerical changes to Appendix B, Table 3, to the last paragraph of the MAM discussion at Section VII.J.4, and to the final revenue requirement figure set forth in Section VII.L.


�/	D.97-08-056, mimeo, p. 19.


�/	Edison Opening Brief p. 10.


�/	Id.


�/	D.96-09-092, mimeo, pp. 36-41.


�/	Id., pp. 38, 40.


�/	Res. E�3478 pp. 7.


�/	D.97-05-081, mimeo, pp. 6-8.


�/	Id. p. 7.


�/	D.97-08�056, mimeo, App. B, Table 3. 


�/	This occurs because the DPV2 expenses are reallocated to transmission and Edison did not seek to recover these costs in its transmission revenue requirement proposal filed with FERC.  Edison did not seek recovery of these costs at FERC because they relate to a past activity concerning a transmission line that was never built.  Moreover, the recovery arises from a recent CPUC decision, not a FERC decision.  Recovery through FERC would raise unnecessary jurisdictional problems insofar as it would require FERC to offer an opinion with respect to a CPUC decision concerning a transmission line that was not built.


�/	This change would not affect the figures compiled in Appendix B, Table 1 or elsewhere in the Decision.  


�/	The Commission also ordered the utilities to include a footnote in customers’ bills explaining the PX price, beginning June 1, 1998.


�/	D.97-08-056, p. 50.


�/	Edison, Jazayeri, Ex. 7, p. 78.


�/	Edison, Jazayeri, Tr. 1/91.


�/	The Declaration of Stephen M. McMenamin is attached to this Petition as Appendix B, and by this reference is incorporated as though fully set forth herein.


�/	Specifically, the information Edison provides in its bills would comply with Cal. Pub. Util. Code § 392(c)(1).


�/	A.96-12-009 et al.
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