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By means of written comments filed December 20, 1996 and January 21, 1997 and a full�panel hearing on January 15, 1997, the California Public Utilities Commission (“Commission”) has addressed the issue of whether to unbundle certain utility distribution functions, including metering and billing.  Although the hearing was designated “evidentiary,” parties were not given an opportunity to cross�examine or otherwise effectively test the probative value of statements made or writings distributed at that hearing.  Accordingly, the Administrative Law Judge (“ALJ”) granted all parties until February 7, 1997 to file a final round of comments rebutting assertions made in the hearing and the two prior rounds of written comments.�/  


Southern California Edison Company (“Edison”) files these Rebuttal Comments pursuant to the ALJ’s January 31, 1997 Ruling.�/  The parties’ comments and testimony show, among other points, that:


Several commentators have seriously mischaracterized Edison’s AMR proposal;


Under marketers’ proposals, most consumers �� and virtually all small consumers �� would not benefit from generation competition through hourly metering; and


Marketers give short shrift to the vital issue of the integrity of the metering and billing system.


The Insistence of ESPs That They Are Not Subject To Commission Regulation Threatens The Integrity Of The Metering And Billing Process


As shown in Edison’s December 20, 1996 comments, the integrated network characteristics of the electric power system make accurate measurement particularly important.  Even Enron concurs with this important point:  


COMMISSIONER BILAS:  I mean, [the UDC has] got to know.  [The UDC has] got to know what [it’s] distributing.


MR. MALME:  Absolutely.�/ 


Under the new market structure, both the customer and the ESPs have an interest in underreporting consumption because the electricity supplied by any given seller cannot be traced to a particular customer.  The difficulties raised by third�party metering and billing for UDC distribution services are greatly exacerbated by the position of Energy Service Providers (“ESPs”) that the Commission has very limited authority to regulate their activities.


Enron and other ESPs have adamantly insisted in other proceedings that this Commission has narrowly limited jurisdiction to regulate their activities.  In one recent filing, for example, Enron stated:


[T]he Commission must bear in mind that, except as provided in AB 1890, the Commission does not have jurisdiction over non�utility electric providers . . . [N]on�utility suppliers are not “public utilities,” thereby falling outside of the Commission’s realm of jurisdiction.  Thus the Commission is confined to the role defined by AB 1890 �� one of limited oversight responsibilities for non�utility ESPs.�/  


Notwithstanding their insistence in other proceedings that they are not accountable to this Commission, ESPs have tried to reassure the Commission that unbundling will not threaten the integrity of the metering and billing system.  For example, Enron offered the following reply to a question from President Conlon during the full�panel hearing on January 15, 1997: 


There would be standards and protocols in place with respect to the type of meters that would be permitted to be put in on a  home or on a business.  We would have to abide by those standards and protocols.  Our meters would be subject to the same type of testing that meters currently are subject to today.  And in the event that a meter was somehow deficient or was not operating properly and resulted in a high bill, we would respond to that.  The nature of the obligation in many respects is the same as the utility currently has today to the customer.  We are not attempting to shirk  responsibilities.  We are willing to take those on.�/  


Neither Enron nor any other marketer has explained how they will carry out “the same [obligation] as the utility has today to the customer,” without Commission regulation.  If (as Edison believes will likely occur) unbundling leads to inaccurate metering, billing errors, and similar problems, the Commission’s attempts to address these problems may well be met with jurisdictional objections and legal challenges from ESPs.�/ 


The Determination Of Cost Credits For Unbundled Services Would Be An Extremely Resource�Intensive Process


Consumer Choice for Energy Services (“CCES”) and other unbundling proponents argue that “cost credits” for third�party metering and billing should be determined by this Commission and imposed on the Utility Distribution Company (“UDC”).  They contend that such a regulatory process would not be a resource�intensive process for this Commission.�/ 


This argument is ridiculous.  At this late date, the unbundling proponents cannot agree among themselves on the basic principles of a proposed methodology for estimating “cost credits.”  SDG&E has advocated calculating credits based on UDC “avoided cost.”  CCES, including Enron and other marketers, appears to reject the concepts of “cost credits” and “avoided costs” in favor of an unexplained and unsupported “full cost” allocation approach apparently based on system averages to maximize cherry�picking opportunities.�/  ORA has proposed yet another approach based on GRC embedded cost data that bear no relation to costs avoided by the UDC from third�party metering and billing activities.�/ 


Even if those seeking cost credits from the UDC ever could agree on basic principles for calculating cost credits, this Commission’s experience in the BRPU and telecommunications proceedings demonstrates that the process of defining cost principles and applying them to actual cost data will be a regulatory morass which will seriously interfere with the many complex tasks needed to make generation competition a reality by January 1, 1998.


CCES’s Arguments Based On The Study By Bain & Company Are Unsupported And Defective


CCES represented that consumers could realize $14.2 billion in savings for “MBIS” if utilities followed the “best practices” for distribution services.�/  Despite several requests, the only “backup” CCES has provided for this assertion �� two days before those rebuttal comments were due �� consists of one incomprehensible chart.


This omission is not trivial.  Itron, Inc. has shown that CCES’s “14.2 billion” savings for MBIS is illusory.  The data CCES presents  are for the entire “distribution and wires” system, of which MBIS is but a small part.  Likewise, CCES  argued that deregulation had lowered telephone rates, so deregulation could be expected to lower electric rates.�/  Edison pointed out in its January 21, 1997 filing that the decrease was in long distance rates and was an accounting artifact:  costs were simply shifted to local rates.�/  CCES’s data on this point, provided on February 5, 1997, appear to support Edison’s position.


CCES Has Grossly Mischaracterized Edison’s AMR Cost Recovery Proposal


CCES asserts that “at the end of the restructuring transition period” Edison “intend[s] to charge ratepayers approximately $360 million for its AMR [Automated Meter Reading] system.”�/  This statement is simply not true.  As Edison’s December 20 filing makes clear, the estimated $360 million cost of deploying AMR would be largely offset by the reduction of costs associated with the elimination of monthly manual meter reading and other operational efficiencies.  Only the remaining net cost is proposed to be recovered in rates, beginning after the rate freeze when AMR would be fully deployed.  This would result in a rate impact of 25¢�50¢ per customer per month over a four� to eight�year period �� a very modest cost for providing systemwide hourly metering and prompt availability of direct access to all customers.�/  (See, Attachment 1.)


Unbundling Proponents Distort The Cost�Effectiveness Of Edison’s AMR Proposal Because They Ignore The Cost Savings From Elimination Of Manual Meter Reading


Unbundling proponents admit, as they must, that unbundling would result in piecemeal installation of hourly meters, with few if any small customers receiving such meters.  These proponents try to argue that piecemeal installation is more cost�effective than systemwide installation.  Even aside from their unrealistic and unsupported cost estimates (which have been rebutted by Itron, Inc. in its February 4, 1997 Comments), they ignore a key reason for the superior cost�effectiveness of systemwide deployment:  systemwide installation enables the UDC to eliminate the expenses of manual meter reading, but piecemeal installation does not.  Even if some meters were installed and read by third parties, the UDC still would have to incur virtually all the O&M expense of reading other meters.  Systemwide deployment eliminates these O&M expenses and therefore largely pays for itself. 


Edison’s Proposed System Will Meet The Information Needs Of Customers


Several parties have contended that Edison’s proposed AMR system will not suffice to support “value added services.”�/  This is simply inaccurate.  The proposed system will provide sufficient capacity to conform to the ISO’s requirements.  Moreover, the AMR system can be configured to provide two�way communications with systems inside the customer’s premise.�/ 


The Comments Of Other Parties Demonstrate That The Commission Should Not Delay Universal Hourly Metering


Certain commentators have focused on the development of nascent communications markets that may bring “value added services” such as home security and remote billing.�/  However, the principal issue before the Commission is not how to develop information markets, but rather how to foster competition in the new energy market.


The market will enable the evolution of value added services.  For example, Lucent states that an advanced AMR system can generate “an additional $180 per customer per year in revenue from value added services” and “an additional $28 per customer per year” in operational savings.�/   As a result, Lucent believes that ESPs will be “willing to pay for a second meter.”�/  


If, in fact, advanced meters can generate $208 in yearly benefits, those meters can and should be installed through market mechanisms.  This is precisely why Edison proposes that any customer be allowed to install a meter behind Edison’s meters.  The Commission, however, should not delay its decision on AMR, in the hopes of fostering these “value added” services and new technologies.  In fact, one party suggested that some advanced technologies would cost $400 per unit and would require additional expenditures (e.g., a computer), costs which will be prohibitive for most customers.�/  Delaying hourly metering and direct access in order to facilitate the introduction of a $400 device would be impractical.  The Commission should focus on making direct access and hourly metering available as soon as possible.


Lucent’s figures show that Edison’s proposal will not stand in the way of technological development.  Edison’s AMR proposal will cost 25¢ to 50¢ per month, a cost which is insignificant in relation to the proposed $208 yearly savings and thus would not deter customers from installing these “advanced” meters.


ORA’s Claim Of A “Consensus” On Third�Party Meter Ownership Ignores The Record And Is Wrong


In its comments filed January 21, 1997, ORA seriously misstates the record in asserting that a “consensus statement” on “third�party ownership of meters” was reached in the Competition Transition Charge proceeding.  (ORA, January 21, 1997 Comments at p. 8.)  ORA quotes from the transcript of that proceeding without including the correction one page later in the transcript in which ALJ Minkin and the parties explicitly limited any agreement on third�party metering to bypass (i.e., departing) customers.�/  Compare A.96�08�001 et al., Tr. Vol. 1, at pp. 27�28 with id., at pp. 29�30.  Contrary to ORA’s misstatement of the record, the only consensus reached on third�party metering in the Competition Transition Charge proceeding was for customers departing the utility system, not for direct access or bundled service customers.


Conclusion


The foregoing, in concert with Edison’s prior comments and testimony, demonstrates that the only proposal that can conceivably meet the customers’ �� as opposed to the marketers’ �� needs is Edison’s AMR proposal.  The path charted by the marketers would lead to delay and, in the end, would create a system where a select few get expensive value added services, but the great majority of consumers �� and virtually all small consumers �� do not even get the benefits of the new energy market.


Respectfully submitted,
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�/	Administrative Law Judge’s Ruling on the Motion of Southern California Edison, dated January 31, 1997.  Edison had also moved for an ALJ order that supplemental showings be served on all parties.  Noting that “. . . [T]here is no indication that any party has provided information to the Commission outside of the [full�panel hearing and the December 20 and January 21 comments] . . . ,” the ALJ denied that part of Edison’s motion.  If a party submits a supplemental showing (for example, in response to a Commissioner’s request at the hearing) which was not served on all parties in time to be addressed in the Rebuttal Comments, Edison respectfully asks that further opportunity for rebuttal, limited to such supplemental showing, be given, or that such supplemental showing be given no weight.  ��On a related topic, the California Department of General Services, University of California, and California State University (“DGS/UC/CSU”) do not appear to have served Edison with their joint January 21, 1997 Comments.  Edison received those comments by facsimile on the day these Rebuttal Comments were due.  Moreover, the DGS/UC/CSU January 21, 1997 Comments contain many misstatements about Edison’s position, but do not contain a single citation to the record.  The Commission should dismiss the DGS/UC/CSU comments out-of-hand, as wholly unsupported assertions.


�/	To the extent Edison does not respond in these comments to arguments or factual allegations made by other parties in this proceeding, Edison does not concede any of those arguments or allegations.


�/	January 15, 1997 Tr. at p. 5245.


�/	Reply Comments of Enron Capital & Trade Resources On The Direct Access Working Group Report On Consumer Protection And Education, December 11, 1996 at pp. 1-2.


�/	January 15, 1997 Tr. at pp. 5051-52 (emphasis added).


�/	Indeed, at the January 15 full-panel hearing, Commissioners Bilas and Neeper found Enron’s representative very reluctant to state whether ESPs would make necessary metering data available to the UDC at no charge, finally indicating that the issue might have to be negotiated.  Tr. at p. 5246.


�/	CCES, January 21, 1997 Comments at p. 8.


�/	See CCES, December 20, 1996 Comments at p. 36 (“the entire debate about ‘cost credits’ is to a certain extent misdirected”); CCES, January 21, 1997 Comments at p. 8 (utilities should be directed to make “cost allocation filings” regarding “MBIS functions”) and p. 23 (“prices must equal the full cost that the ratepayers have been paying for these functions”).  


�/	ORA, December 20, 1996 Comments at pp. 20-21.


�/	CCES, December 20, 1996 Comments at p. 13.


�/	Id. at p. 13.


�/	Edison, January 21, 1997 Comments at pp. 17-18.


�/	CCES, January 21, 1997 Comments at p. 9 (emphasis in original omitted).


�/	See, e.g., Edison, December 20, 1996 Comments at pp. 24�25.  


�/	January 15, 1997 Tr. at pp. 5179, 5244.  


�/	See, Attachment 2.


�/	See, e.g., Lucent, January 21, 1997 Comments.


�/	Lucent, January 21, 1997 Comments at p. 5.


�/	Id.


�/	January 15, 1997 Tr. at p. 5180.


�/	“ALJ MINKIN:  So on third�party metering, that only applies, according to your agreement, to bypass customers.  ��MR. ALCANTAR:  Bypass customers.��ALJ MINKIN:  All right.”
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