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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Application of SOUTHERN CALIFORNIA EDISON COMPANY to Adopt a Performance-Based Ratemaking (PBR) Mechanism Effective January 1, 1995.

____________________________________________

Commission Order Instituting Investigation into Changing the Method, Timing and Process for Periodically Deriving a Reasonable Revenue Requirement for the SOUTHERN CALIFORNIA EDISON COMPANY.
Application 93-12-029

(Filed December 23, 1993)

Investigation 94-04-003

(Filed April 6, 1994)

OPINION EXTENDING SOUTHERN CALIFORNIA EDISON COMPANY’S 

PERFORMANCE-BASED RATEMAKING MECHANISM

I.  Summary

This decision extends Southern California Edison Company’s (Edison) Performance-Based Ratemaking (PBR) mechanism until superseded by Edison’s next General Rate Case (GRC).

II.  Edison’s Motion

On May 4, 2001, Edison filed an expedited petition for Modification of D.96-09-092, seeking modification and extension of Edison’s PBR mechanism

until superseded by Edison’s 2003 GRC. 
  As justification, Edison states that recent legislation, ABX1-6, requires Edison to retain the generation facilities it still owns, and that a Test Year 2003 GRC would include the rate base for Edison’s generation assets and operating and maintenance expenses associated with these assets.  However, the Notice of Intent (NOI) that Edison has tendered to the Commission for its currently scheduled test year 2003 GRC was limited to Edison’s distribution costs. 
  Deferral of Edison’s GRC necessitates extension of its PBR mechanism, which would otherwise terminate on December 31, 2001, pursuant to D.96-09-092.  In support of its request, Edison also cites its April 9, 2001 Memorandum of Understanding (MOU) with the California Department of Water Resources (CDWR), which aims to expedite the creditworthy status of Edison.

The Natural Resources Defense Council (NRDC), The Office of Ratepayer Advocates (ORA) and The Utility Reform Network (TURN) filed responses.  NDRC supports Edison’s petition for extension and modification on the grounds that the current PBR is out of step with California law and the energy efficiency policies established by the Commission.  Both ORA and TURN agree that the PBR mechanism be extended to coincide with the decision to defer the GRC. 

III.  Creation of Interim Balancing Account

Edison has requested modification of the PBR and proposes a balancing account and immediate implementation of revenue adjustments. 
  As justification for its request Edison cites newly enacted Public Utilities Code Section 739.10 and the MOU.

The NRDC supports Edison’s proposed modification and states that the current PBR virtually ensures over or undercollections. 

However, both TURN and ORA believe that any attempt to modify the existing PBR be done in a separate application in a more careful and comprehensive manner than that proposed by Edison.  In particular, TURN urges the Commission to reject Edison’s proposal to unilaterally modify the PBR mechanism and instead initiate an expedited process for the presentation, discussion and consideration of alternative interim ratemaking.  By doing so, TURN argues, the Commission would be in a better position to determine the best method for compliance with Public Utilities Code Section 739.10.  ORA also believes that an adjustment to the current PBR may be required, but because the current PBR contains a number of conditions and procedures that balance the interests of ratepayers and shareholders, any changes require careful consideration to ensure that the balance of interests is maintained.   

ORA and TURN do not agree that the MOU is sufficient justification for modification or the PBR.

IV.  Discussion
At this time, we grant Edison’s motion to the extent that it is limited to the issue of extending the PBR mechanism until Edison’s next GRC.  We do so because our pending decision in A.93-12-025 to defer Edison’s GRC to test year 2003 necessitates the extension of PBR regulation.  An extension of the PBR is also consistent with the Commission’s priorities with respect to the upcoming GRCs and related proceedings for all energy utilities.  The extension constitutes an appropriate response to the financial and operational uncertainties now effecting Edison.

We will not grant Edison’s request to create a balancing account.  We decline to do so because modification of the current PBR mechanism raises issues that warrant further consideration.  Future decisions will consider Edison’s proposal as well as those of other interested parties.  While this matter remains pending, the Commission will require Edison to create a memorandum account that will track distribution system costs and revenues in separate sub-accounts starting from the date of this decision.  The amounts recorded will be subject to adjustment as the Commission determines the exact mechanism that it will use in to implement Public Utilities Code Section 739.10.  

Recovery of revenue shortfalls is not guaranteed, but rather is subject to a reasonableness review and the determination of the exact ratemaking mechanism for implementing Section 739.10.  Creation of a memorandum account will ensure immediate compliance with Section 739.10 and the adopted implementation plan will determine the exact revenue shortfalls, if any.

We do not base our decision on Edison’s MOU with the CDWR, nor do we take any position on the MOU in this decision.  We will not modify the existing PBR now, but will address these issues by future rulings and Commission decisions.

V.  Comments on Draft Decision

Because this decision is limited to a procedural matter, in which the public interest is best served by an expeditious resolution, the Commission will waive the public comment and review period pursuant to Rule 77.7(f)(9).

Rule 77.7(f)(9) of the Commission’s Rules of Practice and Procedure provides that:

for a decision where the Commission determines, on the motion of a party or on its own motion, that public necessity requires reduction or waiver of the 30-day period for public review and comment.  For purposes of this subsection, “public necessity” refers to circumstances in which the public interest in the Commission adopting a decision before the expiration of the 30-day review and comment period clearly outweighs the public interest in having the full 30-day period of review and comment.  “Public necessity includes, without limitation, circumstances where failure to adopt a decision before expiration of the 30-day review and comment period would place the Commission or a Commission regulatee in violation of applicable law, or where such failure would cause significant harm to public health or welfare.  When acting pursuant to this subsection, the Commission will provide such reduced period for public review and comment as is consistent with the public necessity requiring reduction or waiver.

Findings of Fact

1. Extending Edison’s PBR mechanism is consistent with related Commission decisions to defer Edison’s next GRC test year.

2. Extending Edison’s PBR mechanism is a reasonable response to the financial and operational uncertainties now effecting Edison.  

3. Establishing a memorandum account is a reasonable interim step for implementing Section 739.10. 

4. Other issues raised in Edison’s petition to modify D.96-09-092 will be addressed in subsequent rulings and decisions.

Conclusions of Law

1. Edison’s PBR mechanism should be extended until superseded by the next GRC.

2. Edison should establish a memorandum account for recording distribution system revenues and expenses.

3. This decision should be effective immediately in order to provide Edison and other interested parties with certainty as to scheduling.

ORDER

IT IS ORDERED that: 

1. The May 4, 2001, petition for modification of Decision (D.) 96-09-092 filed by Southern California Edison Company (Edison) is granted to the extent provided herein, and denied in all other respects.

2. D.96-09-092 is modified as follows:

a. At page 2 of the text, the following shall be added:

We authorize this distribution only PBR to extend through December 31, 2001, with further extension until superseded by Edison’s 2003 General Rate Case, pursuant to the terms adopted in Decision 01-__-___ on _______, 2001.

b. At page 18 of the text, the following shall be added:

Our decision today also adopts the adoption of this nongeneration PBR to as distribution only PBR, which will extend through December 31, 2001, with further extension until superseded by Edison’s 2003 General Rate Case, pursuant to the terms adopted in Decision 01-__-___ on ______, 2001.

c. The following new Conclusion of Law shall be added at page 63:

12. The PBR mechanism should be modified in the manner set forth in Decision 01-__-___.

13. The PBR should be extended until superseded by Edison’s 2003 General Rate Case, pursuant to Decision 01-__-___.

d. The following Ordering Paragraph shall be added at page 68:

Edison shall file an advice letter no later than 30 days following the effective date of Decision 01-__-___ which shall extend the provisions of this decision for Edison’s PBR until superseded by Edison’s 2003 General Rate Case.  

3. Edison shall create a memorandum account to track distribution system costs and revenues that will be subject to adjustment subsequent to the adoption of a modified PBR mechanism. 

This order is effective today.

� Edison originally filed its motion in NOI 00-09-008, but served it on the parties to Edison’s last GRC Application (A.) 93-12-025/Investigation 94-02-002.  The Commission transferred the motion to the GRC docket.


� Prior to filing its GRC application, a utility submits a NOI to file such an application.  Edison has filed this NOI for a test year 2002 GRC, but states that intervening events makes its NOI filing outdated.


� Petition for Modification of D.96-09-092, page 7. 
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