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ORDER GRANTING LIMITED REHEARING OF RESOLUTION E-3712, MODIFYING THE RESOLUTION, AND DENYING REHEARING OF THE RESOLUTION AS MODIFIED


I. SUMMARY

By this decision, we grant limited rehearing and modify Resolution (R) E-3712.  The Resolution approved $13 million in rewards for Southern California Edison’s (SCE’s) Performance Based Ratemaking (PBR) in the areas of employee safety, customer satisfaction and system reliability relative to the benchmarks we established in Decision (D.) 96-09-092.  This amount is $2 million less than SCE’s request and it is this downward reduction that is the subject of the application for rehearing filed by SCE.

II. DISCUSSION

In D.96-09-092, we approved a comprehensive PBR mechanism for SCE to be in effect until December 31, 2001.  This mechanism includes a number of incentives with performance benchmarks.  The Customer Satisfaction Mechanism is based on the results of surveys of customers who have been involved in four areas of customer service-related operations.  Overall customer satisfaction is to be measured as the average of survey results from customers based on their interaction with (1) SCE’s telephone center; (2) field and meter reading services; (3) service planning activities; and (4) local business offices.  No penalties are imposed nor any rewards earned when the overall customer satisfaction survey result is within the range of 61 to 67 percent, called the deadband.  Outside the deadband, the company can earn or be penalized up to $10 million, $2 million for each increase or decrease of one percent, based on the results of the survey.  Each year during the term of the PBR mechanism, SCE files an advice letter reporting its annual results.  

The Energy Division (ED) reviewed SCE’s filing in this proceeding and determined that the company had made significant changes to the methodology used in administering and calculating its customer satisfaction performance rating from 1997 and, more significantly, from SCE’s original 1992 survey program.  These changes are set out in detail at page 12 of the Resolution.  At the same page, the Commission expressed its concern that the company’s customer satisfaction survey had been changed from the 1992 survey program so that the 1998 results might not be compatible to the 1992 scores used in establishing the 64% customer satisfaction PBR benchmark.  In particular, the Resolution expressed concern that the company included in its APA score 1,340 customers that were also surveyed and accounted for in the Telephone Center component of the survey for Turn On/Off and Credit/Extension transactions at the Authorized Payment Agencies (APAs).  ED alleged that this inflated the artificially inflated the final customer satisfaction rating by one percent, entitling SCE to an additional $2 million for services that allegedly were not provided.  The Commission previously expressed this concern in its PBR mid-term review decision D.99-12-035, where we found that SCE had failed to institute specific and objective measures of customer satisfaction with service quality as explicitly directed in D.98-07-077.

SCE first argues that the alleged double counting of customer satisfaction resulted from a consolidation of services previously approved by the Commission.  In 1996, the company closed 52 of its 64 local business offices, which had handled 95% of the then-existing volume of office transactions.  Many of the services that had been previously been provided at SCE’s local offices that had been closed were then provided at APAs and the Telephone Center.  However, Turn Ons/Offs and Credit Extensions could not be provided at the APAs, so migrated from the local offices to the Telephone Center.  SCE alleges that in A.97-12-047, it requested approval to replace the local business office category with a category that would combine the APA survey results with a 95% weighting and the survey results from the remaining local business offices with a 5% weighting and asked for approval of its proposed customer satisfaction measurement changes.  The company further alleges that the Commission approved SCE’s methodology in D.98-07-077, finding specifically that the changes were made to ensure compatibility with the 1992 scores.  (Application of SCE, page 5.)  The company therefore argues that the Resolution arbitrarily and capriciously modified D.99-12-035 and D.98-07-077 without complying with the Commission’s own standards for modification of prior decisions, and further that the company calculated the customer satisfaction rating precisely in accordance with the standards approved in D.98-07-077.

SCE argued that the Resolution makes the 1998 survey results no longer comparable to the 1992 methodology used in establishing the PBR customer satisfaction benchmark in its Comments to the Proposed Resolution.  We stated in the Resolution at page 15 that this issue was “troubling,” but that it was beyond the scope of the Resolution.  However, for the reasons given below, we determine that the Resolution should be modified to restore the $2 million downward adjustment contained therein.  On further reflection, we find that it was unfair to, in effect, penalize the company for their customer satisfaction performance where we declined to consider in full the very issue that was at the heart of the downward adjustment.  Further, SCE’s PBR program terminates at the end of this year.  We intend to reexamine this issue at that time.

III. CONCLUSION

The resolution should be modified to restore the $2 million downward adjustment contained therein.  SCE’s other arguments are therefore moot.

Therefore, IT IS ORDERED:
1. Rehearing of Resolution E-3712 is granted.

2. Resolution E-3712 is modified as follows:

a. At page 1, paragraph 1, the number $13 million is changed to $15 million and the following sentence is deleted:

“As explained below, this amount is $2 million less than SCE’s request”

b. At page 2, the following language is added at the end of the third full paragraph:

“We decline to accept this disallowance.  Edison used the same methodology in its last PBR filing, which we accepted in D.98-07-077 and D.99-12-035.”

c. At page 12, first full paragraph, the last sentence is deleted and the following language is inserted:

“We are concerned that SCE has included in its APA score Turn On/Off customers in both its telephone center and Authorized Payment Agencies statistics as alleged by our Energy Division, resulting in duplication of results.  However, as SCE argues in its Comments to the Proposed Resolution, this is the same methodology we previously approved in D.98-07-077 and D.99-12-035.  We will, therefore, decline to adopt ED’s recommendation for a $2 million reduction in the PBR performance reward.  We note that SCE’s PBR methodology expires at the end of this year.  SCE is put on notice that we intend to reexamine this subject at that time and will determine if any changes are required in the methodology.

d. The first paragraph at page 13 is deleted.

e. At page 15, the first full paragraph is deleted.  The last sentence in the second full paragraph is deleted.

f. At page 16, Finding of Fact 2 “$ 13 million” is changed to “$15 million.”

g. At page 17, Finding of Fact 16 is deleted, and the following is substituted:

“We decline to adopt ED’s recommendation of a downward adjustment in the amount allowed for customer satisfaction.  This could have the effect of changing the methodology used for measurement and is beyond the scope of this proceeding.”

 h.   At page 18, the number “$6 million” is changed to “$8 million.”

3. Rehearing of Resolution E-3712, as modified, is denied.

This order is effective today.

Dated April 19, 2001, at San Francisco, California.

LORETTA M. LYNCH

              President

RICHARD A. BILAS

CARL W. WOOD

GEOFFREY F. BROWN

               Commissioners

Commissioner Henry M. Duque, being

necessarily absent, did not participate.
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