
 

 

 

      November 17, 2000 
 

PRESENTATION REGARDING SCE RATE STABILIZATION PLAN 
As presented by Robert Foster, Senior Vice President, Public Affairs 
 
! Thank you for participating in this briefing on a very important regulatory filing we 

made late yesterday in an effort to ensure stable, predictable rates for our customers and 
to protect them from the wild price volatility of our state’s dysfunctional wholesale 
electricity market.   
 

! As everyone will attest, California’s wholesale electricity market is in a critical crisis.  
And everyone in the state is at risk by the wide-ranging impacts of this broken market on 
our economy, on our businesses, and virtually on our way of life in this state.  
 

! That’s why we have filed with the California Public Utilities Commission a reasonable 
ratemaking proposal for their immediate consideration.  We stress the urgency for 
prompt action, because a sensible mechanism must be in place now to prevent exposing 
our customers to the outrageous prices produced by the state’s seriously flawed 
electricity market. 
 

! The option of taking no action is really not available.  Taking no action to stabilize rates 
now will be far more costly for customers later. Delays will only worsen the crisis.  
Therefore, we urge the Commission to immediately consider and act on our plan.  
 

! Edison is proposing a two-phased approach which takes into account its urgent need for 
additional revenue at the start of 2001, but also gives full opportunity to other interested 
parties to participate in the Commission’s deliberations over what the final rates should 
be and the energy procurement policies upon which rates should be based. 

 
! Our plan allows us to stabilize rates with minor fluctuations over a 5-year period, 

beginning January 1, 2001.  
 

! Accomplishing this will require a rate increase of 9.9%, which would place electric rates 
for SCE customers below 1996 levels, when adjusted for inflation.  
 

! These rates would be collected in a balancing account and subject to refund.  
 

! For a typical residential SCE customer, that translates to about a penny increase per 
kilowatt-hour, or about $5.50 per month.  
 

! We propose to continue the special protections that our low-income customers have long 
enjoyed.  Their increase would be less than half that of regular customers — 4.95% or 
$2.15 per month. Our low-income customers will also enjoy the same benefits of stable, 
predictable rates, which helps with their household budgeting.  
 

 
! SCE’s proposed 9.9% rate increase and stable pricing structure compares favorably to 

the unacceptable alternative of exposing customers to market-based prices and volatility.  



 

 

At current pricing levels, customers would have been exposed to a substantial 45% hike 
in retail electricity rates. 
 

! Just to demonstrate how important customer protection is in this unpredictable, volatile 
market: a typical residential SCE customer this year would have paid $97 for August 
service (usually the hottest month of the year).  That’s with a rate freeze in place and a 
10% bill discount.  Without rate protection and paying the full cost of that electricity, 
that same customer would have paid $157. And that’s with a 10% bill discount provided 
by AB1890.  Without that, the bill would have been $173. 
 

! Our proposal allows us to stabilize rates at a level that produces the lowest increase 
possible for customers.  
 

! Our financial analyses lead us to conclude that 9.9% is the minimum increase that would 
avoid creating large undercollections for us at the end of the 5-year period.  I should note 
that even with this level of increase, customers would be paying less for electricity when 
adjusted for inflation than they were paying before the rate freeze began. 
 

! Our intent is to maintain rates at that level through 2002.  Beginning in 2003, rate 
adjustments could be made up or down, depending on whether market prices materially 
increase or decrease and whether our procurement costs in those markets are being 
under- or over-recovered.  Normal rate changes in any six-month period would be 2.5% 
lower or higher.  
 

! Most importantly, SCE would continue to provide customers with a buffer against 
wholesale price spikes by using its borrowing power to temporarily finance any 
“undercollection.”  
 

! Conversely, when the market becomes competitive and begins driving down wholesale 
prices, SCE’s rates would automatically come down and any “overcollection” would be 
refunded to customers.   

 
! We do not think any additional rate increase beyond those reflected in this rate 

stabilization plan would be needed to recover the $2.6 billion in past undercollections.  
The rate stabilization plan would allow the utility to recover this year’s undercollections 
and future undercollections, assuming regulators and legislators are successful in fixing 
the wholesale electricity market.  
 



 

 

 
 
  Our Position & Core Messages  
 
• The California wholesale electricity market is in crisis. 

 

• SCE’s rate stabilization filing has become critically necessary to protect our 
customers and our company from the threatening impact of price volatility, 
resulting from a broken and dysfunctional market. 

• The commission must act with urgency to ensure stable and affordable rates for our 
customers, maintain our ability to provide reliable service, protect the company’s 
financial integrity, and remedy the effects of a seriously flawed market on our 
economy. 

• SCE has effectively completed its recovery of past investments.  State law now 
requires the company to end the current rate freeze, which has temporarily shielded 
customers from wholesale price volatility.  That’s why it is imperative that the 
CPUC adopt a stabilization plan that protects our customers from the post-freeze 
rate shock experienced this summer by San Diegans, who are no longer under a rate 
freeze. 

• SCE’s proposed 9.9% rate increase and stable pricing structure compares favorably 
to the alternative—an immediate 45% jump in electricity bills and unpredictable 
prices if our customers were now directly exposed to runaway market prices. 

• Our stabilization plan includes special protections for SCE’s low-income customers.  
Their increase would be half that of other customers (4.95%), and they would enjoy 
the same benefits of stable and predictable rates.  

 


