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June 4, 2001

Kevin Coughlan

IMC Program Manager

Energy Division

California Public Utilities Commission

505 Van Ness Avenue, Room 4002

San Francisco, CA 94102

Re: 
Protest to Southern California Edison Company Advice Letter 1549-E Establishment of the Real Time Energy Metering (RTEM) Memorandum Account

The California Energy Commission (CEC) writes to protest Southern California Edison Company’s (SCE) proposed Real Time Energy Meter (RTEM) Memorandum Account as proposed.  While the CEC strongly supports the introduction of real-time meters into electricity markets, the CEC has concerns over the specific factual basis that SCE has included in its justification for the memorandum account.  We also believe the CPUC should exercise greater oversight over SCE’s proposed RTEM activities, which will prevent potential disallowances once SCE actually proposes to recover the funds tracked in its RTEM account.  

Summary of SCE’s Proposed Program

SCE apparently believes that its implementation of RTEM will cost $3,700 per meter for a system meeting the CEC basic functionality specifications.  Since the CEC can be expected to contribute only about  $1,400 per meter, SCE proposes to create a memorandum account to track incremental expenditures over and above CEC funding.  It would request reimbursement of costs and identify capital investment for inclusion in the ratebase in the next SCE General Rate Case.

In making its request, SCE cites passages from Decision (D.) 01-05-032 authorizing San Diego Gas & Electric (SDG&E) to install an RTEM system for its large customers, creating a memorandum account to track costs, and postponing reasonableness reviews for these costs to a later date.  Essentially SCE requests similar treatment to that provided to SDG&E through an advice letter filing.

SCE does not provide any description of the scope or capabilities of the system it intends to deploy, but our informal discussions with SCE suggest that SCE intends to create a system that relies principally, if not fully, on internal SCE resources and personnel.

SCE proposes an expedited comment and decision process in order that a decision can be issued by June 14, 2001, because of the urgent need for RTEMs during the summer and fall of 2001 to achieve various conservation benefits.

Overview of CEC RTEM Program

ABX1 29 allocated $35 million to the CEC to underwrite the cost of metering and related information systems for all customers with demands greater than 200 kW.  The CEC interprets this legislation to apply equally to customers being served by investor owned and municipal utilities operating in California.  No allocation or promise of funding was made in advance by the Legislature or the CEC to SCE or any other utility.

To help guide the equitable distribution of ABX1 29 funds, the CEC established a meter “budget target” of $1,400 per meter.  The meter “budget target” was developed based on meetings with municipal and investor utilities (including SCE) as well as a broad cross section of meter vendors and other system providers.  Based on this information, the CEC determined that an allocation of $1,400 per meter was sufficient to cover meter hardware, installation, communication, and other information service costs under either a conventional purchase or through service provider contracts sufficient to meet ABX1 29 requirements.

Based on the $1,400 meter “budget target,” the CEC also determined that the $35 million allocation under ABX1 29 would not be sufficient to cover metering costs for the entire population of qualified customers.  In part this mismatch comes from an incomplete count of >200 kW meters provided by utilities during the discussions in the Governor’s Office.  Therefore to further guide the distribution of funds the CEC:  (1) established a set of functional qualifications and criteria that each utility system would have to meet to qualify for funding, and; (2) publicly announced that all funding would be provided on a first-come first-served basis.  

SCE and all other investor owned utilities, as well as the municipal utilities, were provided with this information in private meetings, other direct contacts, a public workshop and through utility association representatives.  

To qualify for funding for RTEMs under ABX1 29, utilities are required to submit a proposal and agree to provide the following:

1. CPUC approved, direct-access compatible, billing quality interval meters,

2. Communication links to each meter capable of remotely collecting end-user usage data no less than once during each 24 hour period,

3. Either meter integrated pulse initiating hardware and software or recommendations for acceptable ancillary hardware and software that can be used either by the company or acquired and used by individual end-users at their own expense to directly access their own metered usage data at intervals more frequently than once during each 24 hour period, 

4. Access to a centralized web portal or other information system that can provide individual targeted end-users with timely graphical and/or tabular energy usage and other information regarding their own facilities as well as pricing, electrical system resource status and other system notices and information. 

5. A priority implementation plan that assigns:

5.1     Highest implementation priority to end-users that have already volunteered for or are awaiting participation in existing demand responsive programs

5.2.
Remaining implementation priority to end-users based on peak demand, where the largest end-users receive the highest priority. 

6.
Contractor will also provide each end-user, at the time of meter installation, with the following:

6.1    Information on all applicable demand responsive and conservation programs that either require or make use of interval metering capabilities.   At a minimum, this notification will include information and the prospective costs and benefits of participating in CPUC approved utility curtailable/interruptible rate options, the California Independent System Operator Demand Relief and other related programs, the 20/20 conservation program and all other applicable CEC sponsored demand responsiveness programs.

6.2    Training on the use of the metering and end-user information systems.  

Through May 25, 2001, the CEC had received completed proposals from the Los Angeles Department of Water and Power (LADWP) and Pacific Gas and Electric Company (PG&E) that met all criteria for funding.  Contracts for each of these utility proposals are proceeding through the expedited CEC approval process.  The number of meters, cost per meter and total funding requested under each of these utility proposals is presented in the table that follows.

Utility
Meters to be Installed
Cost Per Meter
Total Funding Request

LADWP
3,418
$1,405
$4.8 million

PG&E
5,900
$1,742
$10.3 million

The CEC has also received inquiries or expressions of interest to seek funding from 10 other utilities.  SCE has submitted a RTEM proposal to the CEC; however, it contains no cost data and no system description.  As a consequence, the SCE package is currently considered only an expression of interest to seek funding, rather than a complete proposal that places SCE in the funding queue. 

CEC CONCERNS
The CEC is particularly concerned with two aspects of SCE’s Advice Letter filing.  First, SCE has mischaracterized the funding it is likely to receive from the CEC through ABX1 29 and SBX1 5 programs.  In general SCE is likely to receive less funding from the CEC than it asserts, and therefore ratepayer exposure to SCE’s incremental costs is greater than portrayed in the Advice Letter filing.  Second, SCE has failed to provide any demonstration or assurance that the RTEM system it will procure is the most desirable RTEM system.  Absent any discussion of the nature of the system SCE intends to deploy, the CPUC has no information on which to judge whether there are benefits to ratepayers.

CEC Funding of SCE Projects
As explained earlier, the CEC has determined that its ABX1 29 funding permits approximately $1,400 per meter.  SCE asserts that based on 12,000 meters in the customer size range of >200 kW that the CEC will provide $16.8 million.  SCE also suggests that the CEC intends to provide about $2.2 million additional funding through SBX1 5 funding.  Neither of these amounts is likely, let alone guaranteed.

SCE has not submitted a proposal to the CEC for ABX1 29 RTEM funding that conforms to CEC requirements.  Funding for SCE will depend upon the timing of a conforming request from SCE relative to requests from other utilities.  At this point it is premature to assert than SCE will receive the entire $16.8 million it estimates from ABX1 29 funding.  SCE could receive far less if it fails to submit a conforming request in a timely manner. 

SCE asserts that it will receive about $2.2 million from SBX1 5 demand responsiveness program funds for the CEC.  These funds are requested to provide end-user usage data display via the Internet.  This is one of the requirements of the CEC’s ABX1 29 RTEM specifications (see #4 above) and these costs should be captured though ABX1 29 funding.  

The CEC has made no determination that SCE will be awarded any RTEM funding.  It is premature for SCE to assert to the CPUC that it is assured of the receipt of these funds.  SCE aspires to receive $19 million from the CEC for RTEM projects, but it has no real assurance of receiving this much funding.  Thus, the memorandum account SCE requests for tracking incremental expenditures could readily expose ratepayers to much higher levels of unreimbursed costs than those SCE suggests in its Advice Letter filing.

SCE’s RTEM System Configuration
SCE cites passages from the CPUC’s D.01-05-032 that authorized SDG&E to implement RTEM metering for customers >100 kW and to establish a memorandum account to track project expenditures for potential recovery at a later date.  SCE appears to request comparable treatment.  SCE’s Advice Letter filing does not provide equivalent treatment.

D.01-05-032 resolved issues of RTEM system scope and configuration that began with an application, included extensive formal testimony, adjudicated hearings, and a multi-party settlement.  There was a complete specification of SDG&E’s proposed RTEM system configuration.  After considerable dispute, several parties entered into a settlement agreement (Agreement).  The CEC filed comments on this Agreement that both supported and opposed specific provisions of the Agreement, but the CPUC authorized SDG&E to proceed despite these concerns.

The materials provided by SCE in its Advice Letter filing are not comparable to those that the parties were able to review and debate in SDG&E’s application.  SCE has not provided a valid proposal to the CEC, so we have no additional insights to offer to the CPUC about the nature of SCE’s proposed RTEM system.  Under these circumstances, we are concerned that the CPUC is being asked to provide a green light for SCE to deploy an RTEM system with no knowledge of its capabilities, no understanding of the technology of the proposed RTEM system, and no understanding of the capabilities that the RTEM system will provide for SCE or end-users.

While SCE appears to ask merely for authority to create and use a memorandum account to track costs with no direct risk to ratepayers at this time, we believe that there is risk that the capabilities of the system SCE deploys will not provide the benefits that SCE suggests will occur and uses as the justification for the expedited approval it seeks.

CEC Proposed Changes
The CEC filed its preferred approach to resolving whether SCE acquiring an RTEM system with appropriate capabilities, for the least cost, and under the most rapid deployment in its comments on the ALJ proposed Decisions and Alternative of President Lynch in A.00-11-038 et al, which resulted in D.01-05-064.  We summarize those recommendations here, and provide a copy of our comments as an attachment to this protest.

The CEC recommends that:

1. The CPUC should immediately direct SCE to conduct an expedited RFP to solicit bids from vendors for an RTEM system that meets the requirements that the CEC established for ABX1 29 RTEM projects.

2. SCE should provide the three least cost bids to the CPUC along with the comparable costs for its own internal system.  Each package should include the capabilities of the system, its ability to support various Real Time Pricing tariffs and demand responsiveness programs, the timeline for its deployment, and its ability to be expanded to other Utility Distribution Company end-users.

3. Using this information, the CPUC should immediately authorize SCE to proceed to select and deploy the system with the greatest benefits for the dollar of capital and operating costs.

4. The CPUC should authorize creation of a memorandum account with greater oversight to track the total costs of this system, with entries to record both funds received from the CEC under ABX1 29 or SBX1 5 and SCE’s costs.

By following these steps the CPUC will be in a better position to later judge the reasonableness of expenditures that go beyond what the CEC has actually provided to SCE, rather than what SCE asserts will be provided.  Following these steps will also ensure that SCE selects and deploys a RTEM system that best meets the requirements for RTEM system funded by ABX1 29.

Under these alternative conditions, we believe that SCE may follow PG&E’s example by selecting an outsourced system to provide the RTEM capabilities the CEC requires for ABX1 29 funds and at a cost more like PG&E’s $1,742 per meter point.  This will greatly reduce the apparent costs to ratepayers of the RTEM system that SCE indicates in Advice Letter 1549-E will cost about $3,700 per meter point.
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