TALKING POINTS – PX CREDITS WITH SCE

ISSUE:  Enron's PX credits with SCE may be "stranded" if a CPUC draft decision is approved.  The decision is scheduled for approval Thursday, June 28, but likely will be delayed to allow PUC to focus on voting for closure of Direct Access.

· SCE stopped making PX credit payments January 5, 2001, supposedly because of its financial situation.  SCE asked the PUC for authority to reflect the accumulated credits on the customer's bill, and suspend any cash payments of such credits  The proposed decision grants this request.

· SCE has also asked the PUC to formally clarify the manner in which PX credits are calculated.  Prior to January 19, 2001, the PX credit was based on the actual Power Exchange clearing prices.  On January 19, 2001, the Power Exchange effectively stopped operations.  SCE's proposal is to determine the PX credit post-January 19, 2001 as the weighted average of its own retained generation and QF contract costs.  The PUC has not yet said when it would rule on this issue.  Enron's position before the PUC is that the credit should continue to be based on a market measure, like NP 15 and SP 15 indices.

· Enron's PX credits with SCE could become "stranded" if they are interpreted to accrue to the account of the individual customers receiving service and not Enron.   Once Enron's customers were re-sourced back to the utility, new account numbers were established for these accounts.  This creates a loophole that allows SCE and the PUC to interpret the accumulated credits as applying to specific customer accounts and not to services purchased by Enron. 

· The Proposed Decision is ambiguous and raises the possibility that ESPs must seek immediate stay and appeal of the order in order to preserve rights being adjudicated in the Enron complaint cases vs. SCE and PG&E.
· For Enron and SCE to continue cooperating on trying to find a comprehensive legislative and regulatory solution to the issues related to SCE’s undercollection of purchased energy costs, Enron’s right to seek recovery of its share of such unpaid credits must be preserved.
· The best hope for a resolution of the issues surrounding the accounting, calculation and payment of these credits lies in bilateral negotiations between Enron and SCE, not in a CPUC decision. 
CORE ISSUES FOR A SETTLEMENT WITH SCE ON PX CREDIT ISSUES:

· Cash payment by SCE of owed PX credits through January 18, 2001.  (For Enron, this is $123 million.)

· Agreement to use SCE-proposed method of PX credit calculation starting January 19, 2001.  (Enron drops market proposal.)

· PX credits accrued starting January 19, 2001 can be paid in the form of bill credits to any account so designated by the Energy Service Provider for receipt of such credits.  (Enron credits are transferable to services rendered for other Enron customers.)

OUTLINE OF PROPOSED STIPULATION BETWEEN ENRON AND SCE ON PX CREDIT ISSUE TO ACHIEVE PERIOD OF NEGOTIATION

1. Parties stipulate that no further payments related to either PX credits or energy procurement cost credits as proposed and implemented by SCE in Advice Letter No. XXX will be paid to ESPs until one of the following conditions precedent takes place:

A. SCE is returned to BBB credit rating; or 

B. CPUC issues order, no longer subject to rehearing or appeal, setting rates for SCE customers at a level designed to recover at least 50% of energy costs uncollected between June 2000 and January 2001; or

C. SCE resumes function of purchasing electricity for its bundled service customers; or

D. Legislation is passed by the Legislature and signed by the Governor providing for either rate recovery or the issuance and repayment of bonds for at least 50% of energy costs uncollected between June 2000 and January 2001.

2. Parties agree to hold discussions to resolve issues surrounding methodology for calculation and payment of all PX credits and related energy procurement credits due to ESPs and their customers from June 2000 to the present; such discussions to be resolved by Sept. 1, 2001.

3. During the pendency of the discussions referred to in 2. above, the parties agree to jointly petition the CPUC to make no ruling, order, decision, or rule respecting the calculation and payment of all PX credits and related energy procurement credits due to ESPs and their customers from June 2000 to the present; and, specifically, to use their best efforts to obtain the removal of the discussion of PC credits and cash payments contained in the proposed decision and alternate orders in A.98-07-026 and consolidated cases set for the CPUC agenda of June 28, 2001.

4. The parties agree to use their best efforts to reach agreement in the discussions referred to in 2. above and as soon thereafter as possible to submit to the CPUC a settlement relating to the final accounting and payment of all PX credits and related energy procurement credits due to ESPs and their customers from June 2000 to the present.

5. Both Enron and SCE shall use their best efforts to obtain the agreement of all parties to the consolidated complaint cases filed against SCE for the recovery of PX credits to continue the suspension of C._________ and all consolidated cases until CPUC approval of the settlement referred to in 4. above.

6. This agreement does not bind any party to take any specific position regarding the calculation and payment of all PX credits and related energy procurement credits due to ESPs and their customers from June 2000 to the present, and all parties decline to waive and specifically reserve their rights to take such positions as they see fit in this and all other related proceedings, consistent with the obligation herein to use their best efforts to reach agreement on a settlement and obtain the CPUC approval of same.

