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�
REPLY COMMENTS OF SOUTHERN CALIFORNIA EDISON COMPANY (U 338�E) ON ALJ MALCOLM'S PROPOSED DECISION


�introduction


In Edison's Opening Comments, we detailed the serious factual, legal, and technical errors that plague the Proposed Decision (PD), without regard to whether correcting them would benefit or detriment Edison.  The intervenors, however, have followed a more cynical, self-serving approach.  With respect to Edison in particular, the PD is a draconian edict that exposes Edison to risks that are substantially more serious than (and indeed contrary to) proposals and evidence offered by the intervenors themselves.  However, rather than owning up to the PD’s excesses, the intervenors praise the PD as “well-reasoned” and supported by the record.�/  They also attempt to buttress the weaknesses of the PD with vague and unfounded assertions that AB 1890 justifies the Commission in abrogating past regulatory commitments.


�discussion


Despite The Intervenors’ Failure To Admit It In Their Comments, The PD Repeatedly Exceeds The Evidence And Proposals Offered By The Intervenors Themselves


Although the following is by no means complete, it provides a representative sample of the PD’s excesses that intervenors now support despite their own contrary testimony: 


Fixed A&G


In his direct testimony, TURN/UCAN's witness conceded that it "may not be possible [for a utility] to react immediately to cut" the sort of A&G costs that Edison defines as fixed with respect to fossil generation activities.  (Ex. 63, p. 12.)  TURN/UCAN testified that because "[t]he process of administrative cost-cutting may take some time ... a phased shift of allocated [A&G] costs from distribution to generation would appropriately reflect that the utility could not reduce costs immediately but could respond over the long run."  (Id. at 13)  Rather than proposing an immediate shift of fixed A&G costs over to generation, TURN/UCAN thus proposed that each utility be required to phase out its fixed A&G over four years in 25% increments.  (Id.)


Because Edison's cost study identifies as "fixed" only the small percentage of A&G that will not vary with respect to fossil generation over the entire PBR period, even TURN/UCAN's phase-out approach would inappropriately deny Edison recovery of substantial A&G costs that it will continue to properly incur as a UDC.  However, what is noteworthy here is that TURN/UCAN failed to point out in their comments that the PD actually exceeds their proposal, contradicts TURN/UCAN's testimony that utilities will not be able to reduce their fixed A&G immediately, and proceeds to allocate all of the A&G at issue over to generation immediately.�/  Rather than discuss the fact that the PD's recommendation is contrary to the evidence provided by TURN/UCAN's own witness, TURN/UCAN instead state only that the PD is "generally well-reasoned" and in need of only "relatively minor changes" that have nothing to do with this issue.  (TURN/UCAN Opening Comments, pp. 1-3.)�/ 


Miscellaneous Adjustment Mechanism


Edison proposed a Miscellaneous Adjustment Mechanism (MAM) to recover from UDC customers on a nonbypassable basis certain costs that are presently recovered from the same customers on the same basis largely through ECAC and ERAM.  The PD rejects the MAM and, instead, allocates a number of very substantial line items to Generation - including Department of Energy Decommissioning and Decontamination (DOE D&D) Fees ($4.6 million for 1998), Catalina Diesel Fuel Costs and Trading Credits (totaling $1.9 million for 1998), and SONGS 1 Shutdown O&M ($11.5 million for 1998).  (PD, App. B, Table 3.)  In her prepared testimony, CLECA/CMA's witness specifically stated that Catalina Diesel Fuel Costs and Trading Credits should not be allocated to Generation and instead should be allocated to Public Purpose Programs and recovered from all ratepayers because such costs represent a Commission-approved subsidy to the ratepayers on Catalina.  (Ex. 73, pp. 12�13.)  Similarly, TURN/UCAN’s witness testified as follows with respect to whether certain MAM line-items should be allocated to generation:


There are a few [MAM line items] that I think we unfortunately have Commission decisions and settlements....  I mean, for example, TURN signed the Palo Verde settlement, and, as a result of that, we would have to say that the DOE decontamination and decommissioning fees, particularly those related to Palo Verde, have to be recovered not as generation costs, but there is some other nonbypassable charge.  You know, I'll give that one as an example.  I think there are some issues where the Commission has already made decisions on things like SONGS where they -- you know we'd be overturning Commission decisions on how some of those costs should be collected. . . . (Tr. 14/1813, emphasis added.)


Despite the contrary evidence proffered by their own witnesses (and by other witnesses),�/ TURN/UCAN and CLECA/CMA fail to take issue with the PD's recommendation to abrogate these past Commission commitments by assigning these line items over to Generation.  Instead they offer general approval of the PD's more extreme position, implicitly accepting it and ignoring their own evidence to the contrary -- a position that is, to say the least, completely disingenuous.


Above-ICIP A&G That The PD Assigns To Generation


Although no party took issue with Edison's proposal to allocate to non-generation above-ICIP A&G that Edison otherwise would have allocated to nuclear generation, the PD nonetheless saw fit to ignore the SONGS 2&3 Decision and to deny Edison's proposal without any meaningful discussion or record support.  (PD, p. 23.)  Faced with this unfounded fait accompli, no intervenor even mentions this $56.6 million disallowance in its comments let alone note its patent unfairness.  This is particularly disturbing because, the only evidence on the record on this issue (other than Edison's evidence) is TURN/UCAN’s support for Edison's proposal.  In their testimony concerning A&G costs that the utilities allocate to non-generation, TURN/UCAN offered the following caveat:


Because of the provisions of the SONGS and Palo Verde settlements adopted by the Commission and the Diablo Canyon allocation methodology, costs that would be otherwise allocated to nuclear plants (beyond those costs currently included in ICIP pricing) should remain with the distribution utility through the end of the nuclear settlements.  (Ex. 63, p. 13, n. 8.)  


This testimony demonstrates an awareness of the fact that Edison's proposal concerning A&G that would otherwise be allocated to nuclear generation is consistent with, and indeed mandated by past Commission decisions.  Although TURN/UCAN are now unwilling to admit it in their comments, their own evidence (and all of the evidence on the record) is contrary to the PD's out-of-the-blue recommendation on this issue.�/ 


Load Dispatching Costs 


Although TURN/UCAN praise the PD's reduction of Edison's distribution revenue requirement (including associated A&G) by $17.02 million, they fail to observe that on cross-examination their own witness conceded that a small portion of these costs would likely remain with the UDC even after the establishment of the ISO and the PX.  (Tr. 14/1791-93)  Even this minor concession does not consider the fact that Edison, unlike the other two utilities, will retain the operational control of its subtransmission system (i.e., it will not be transferred to the ISO).  (Ex. 7, p. 48)  Therefore, TURN/UCAN’s proposal which was adopted by the PD is unfounded and erroneous.�/ 


The Contention of CIU/EPUC/CAC That The Commission's Restructuring Policy Decision And AB 1890 Abrogate Past Regulatory Commitments Is Unfounded


In an effort to shore up the PD’s deficiencies, CIU/EPUC/CAC suggest that the increased risk that the PD imposes on Edison by abrogating past regulatory commitments is mandated by AB 1890 and the Policy Decision.  (CIU/EPUC/CAC Opening Comments, p. 2.)  This general statement, for which no citation is offered, is simply false.  With respect to the Policy Decision, this claim is clearly refuted by the Commission's specific statement that it intends to "honor regulatory commitments regarding the recovery of nuclear power costs."  (D.95�12�063, as modified by D.96-01-009 [mimeo] p. 111, emphasis added.)  With respect to AB 1890, CIU/EPUC/CAC's contention is refuted by: (1) the failure of the Legislature, despite specific findings of legislative intent, to anywhere suggest that the legislation preempts all past Commission decision-making in the electricity industry, and (2) Public Utilities Code Section 368(b) which authorizes rate components "such as" charges for energy, transmission, distribution, public benefit programs, and recovery of uneconomic costs, indicating that the Commission has substantial flexibility in establishing rate components and could indeed authorize, for example, a non-bypassable MAM to enable it to honor its past commitments.


CIU/EPUC/CIU's generalized contentions regarding AB 1890 and the Restructuring Policy Decision do not hold up to scrutiny.  Past Commission commitments simply cannot be wished away in this fashion.


�CONCLUSION


Edison has amply demonstrated that its Application is supported by the evidence and is consistent with AB 1890 and relevant Commission precedent.  The PD, however, largely ignores the record and the dictates of AB 1890 and Commission precedent.  Rather than owning up to these errors, certain intervenors attempt to sweep them under the carpet, repeatedly failing even to acknowledge instances where the PD makes recommendations that are far more harmful to Edison than the intervenors' own proposals and that are contrary to the testimony of their own witnesses.  The Commission must bring the PD into line with the evidence in this proceeding and with past Commission precedent.  This can only be accomplished by correcting the errors that Edison has identified in its Opening and Reply Comments.


Respectfully submitted,
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�/	See, e.g., CLECA/CMA Opening Comments., p. 1 ("CLECA and CMA are impressed by the ALJ's grasp of the issues" and challenge only her failure to adopt CLECA/CMA's proposals regarding energy losses and subtransmission rate design); TURN/UCAN Opening Comments, p. 1 (calling the PD "well-reasoned" and suggesting only that the PD identify more clearly how and when the utilities' revenue requirements will be cut.)  It is interesting to note that some intervenors take issue with the principles established by the PD (TURN/UCAN, CIU/CAC/EPUC) but proceed to praise it for its findings and ignore the inconsistencies between the PD’s principles and its recommendations.


�/	It should be noted that the PD’s treatment of these fixed A&G costs disincent the utilities from divesting their oil/gas generation assets because there will be no way for them to recover these costs.


�/	In its Opening Comments concerning what it refers to as "residual costs," PG&E observes that ORA has indulged in a similar inconsistency with respect to its testimony in this proceeding and the CTC proceeding.  (PG&E Opening Comments, pp. 8-9.)  In this proceeding, ORA has characterized certain common and general plant costs as generation-related while opposing that same characterization in the CTC proceeding.  (Id.)  Edison agrees with PG&E that if such costs are deemed to be generation-related in this proceeding, the Commission must apply the same characterization in the CTC proceeding.


�/	See, e.g., Tr. 14/1743 (California Farm Bureau Federation witness Illingworth testifying that: "I think it would be appropriate for [SONGS 1 Shutdown O&M costs] to be recovered through a nonbypassable rate that was not distribution.")


�/	Although several parties reviewed Edison's showing with sufficient care to identify the $210 million technical error in Edison's favor discussed above, none brought to the Commission's attention the PD's erroneous flipping of the amounts of A&G that Edison actually allocated to nuclear generation ($56.58 million) and the amount that it allocated back to non-generation ($24.45 million) -- a clear technical error that detriments Edison by more than $32 million.  (Edison Opening Comments, p. 10.)


�/	There are two other errors in the parties’ opening comments that deserve mention.  First, CLECA/CMA applaud the PD in deciding not to allocate to monopoly functions any costs associated with services that will be subject to competition.  Edison wholeheartedly agrees with this principle espoused by PD and endorsed by CLECA/CMA.  What CLECA/CMA misses is that the costs reallocated to generation by the PD are generally either for Edison’s past generation or are fixed and do not vary with the level of generation activities.  Second, SDG&E, in its attempt to get its distribution revenue requirement escalated for 1997 and 1998, claims that Edison’s estimated nongeneration revenue requirement converted to a distribution revenue requirement by PD is for 1998.  This is wrong.  Edison’s nongeneration revenue requirement in Exhibit 12 is for 1996.  Edison designs a PBR rate based on this revenue requirement and then escalates it to derive the nongeneration PBR rate for 1998.
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