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OPINION 

Summary 

This decision rcsoJ\'es issues relating to the aUoc<ltion of costs between the 

various functions of Pacific Gas and Electric Company ( PG&E), Southern California 
; 

Edison Company (Edison), and San Diego Gas & ElectriC Con\pan}' (SDG&E). It also 

allocates re\'enues between customer classes within each function and establishes 

certain rate design principles. 

This ptOC('ss of "unbundling" utility rates and ser\'ices is integral to the 

Commission's implementation of electric industry restructuring. 

I. Procedural Background 

A. Electric Restructuring Pol/cy and Decisions 
This proceeding is part of the Commtssicll\'s larger e((ort to promote 

competition in electric gerieration markets. Decision (D.) 95-12-063, as modified in 

D.96·01·009, set forth lr\ general terms the COIl\mission's policy in matters concerning 

electric industry restructuring. That order acknowledged that under the new market 

structure electric system transmission would be regulated by the Federal Energy 

Regulatory Commissio'n (FERC) and that distribution would remain under the" 

Commission's jurisdiction. The order identified the need to disaggregate electric utility 

rates by "unbundling" generation, transmission and distribution (or aU all direct acCess 

customers. This proceeding is the Commission's forum to accomplish such unbundling. 

A series of rulings provided guidance to the utilities with regard to the 

soope of their applications to unbundle their systern rates. On September 23,19961 

Assembly Bill (AB) 1890 became Jaw, generally codifying the restructuring pJan set 

forth in 0.95-12-063. That legislation established a Power Exchange (PX), through 

which electriCity could be purchased and sold, and the IndependcJ\t System Operation 

(ISO), which would dispatch and manage the transmission systein. 

Subsequently, the ComnliSsion isSued D.96-10-074 specifying the exteritof 

cost separation to be addressed in the utility applications. It ordered each utility to 
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separ\lte its last authorized rate base and revcnue requirement into gCHer,lUoll, 

tr,lnsmission, and distribution consistent with the anticipated FERC order on 

transmission revenue requirement. On l-.1atch 31, 1997, the ISO and rx trustee filed 

t,uiffs and other docun\(>nts at the FERC in order to ((C<lte the ISO and PX by January l, 

1998. The utilities filed proposals for thelr respective transmission reVenue 

requirements at the FERC concurrently. 

B. The Unbundling Proceeding 
On December 6, 1996, PG&E, Edison and SDG&E filed these applications 

in separate dockets. The thrre dockets were consolidated to facilitate re\'iew. On 

January 31, 1997, the Adminlstrath'c Law Judge (ALJ) ISSUed a nlling defining the scope 

of the proceeding and addressing other procedural matters. In accordance with the 

ruling, utilities served supplementaltestiinony on February 14. Other parties ~rved 

testimony on February 28. the Commission held evidentiary heJrings for 15 days from 

March 24 through April 14 at which 53 \vitncsSestestifil'ti on behalf of 18 parties. 

The acHve parti~ other than the utilities are Office of Ratepayer 

Advocates (ORA), the Calif6rnia Energy Cominission (Energy Commission), , 

Agricultural Energy Consumers ASSOCiation (AECA), Bay Area Rapid Transit (BARI), 

California City-County Street Light Association (CAL-SLA), California Bililding 

Industry Association (CBIA), California Farm Bureau Federation (Faro\ Bureau), 

California Industrial Users (CIU), California Large Energy Consumers Association 

(CLECA), California Manufacturers Association(CMA), California Mobilehome 

Resource and Action Association, Inc. (eMRAA), Cogeneration ASsociation of 

California (CAC), Energy Producers and UserS Coalition (EPUC), Department of 

Defense/Department of the Navy/Federal ExeCutive Agendes (000), Enror\ and its 

affiliate Enron Capital and Trade Resources (Enron), Southern Energy Retail Training 

and Marketing (Southern), The Utilit}· Re(orm Network (TURN), Utilil)t Consumers 

Action Network (UCAN), and \Vestem Mobilehome Parkowners Association (\VMA) . 

. On March 19, the utilities, ORA I CIO, CLECA, CMA, and 00)) filed their 

Joint l\fotion (or Adoption of Retail Transmission Rate Stipulation, together with the 
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Retail Transmission Rate Stipulation dated ~{arch 19. No part)' filed comments on the 

motion or opposed it. 

On April 30, partiE'S filed opentng briefs. on ~ta}' 9, 1997, partiC'S filed 

reply briefs at\d the matter was submitted. 

II. .Scope·and Purpose of the proceeding 
The primary purpoSe of this pco<:eeding is to unbundle the three utilities' . 

revenue requirements into major fUI'tctions in order to. promote competition in 

electriCal generation markets. Specificall}',: "pe (1) identiiy separate revenue 

requiremettts (or distribut.ioni (2) allocateOOsts of these functions to the various 

customer classes, and (3) addre$ correspoi\dulg rate design priridpl~. \Ve alsO 
. . .' 

establish a reVenue requirement androst allocation foi'ptiblic benefit programs 

consistent with AB 1890. 

A secondary objective of this proceeding is to detennit\e the inionnation the 

uti!ities must provide on their customer bills begitming with t~e fntroouction of direct . 

access on January 1,1998. The success of dlrect accesS depends largely on customers 

haVing inlormation that permits them to make reasoned choices about electricity 

purchases. 

The parties also addressed the issue of whethet tariffs (ot master meter 

customers should be changed in light of direct access. 
In addressing the subjects appropriately within the scope c)f this proceeding, it 

is useful to identify those issues that are not addressed here and that are subjects of 

other proceedings. The Commission has aheady issued 0.97-05:-039, in which vie 

resoh'ro issues relating to billing and metering. 

Costs which are asSociated with uneconomic generation are addressed in the 

Electric Restnlcturing Rulemaking (R.)94:-M-031/Investigation (I.) 94-0-1-032. Load 

profiling is properly the subject of the Direct Ac(ess which is also addressed in, 

. R.94-0-I-031/I.94-c»-032. That proceroing is also the appropriate lorum for 

considering mobilehome park tenants' eligibility for direct access. Performance-based 

ratemaking (PBR) proposals are under consideration in the reI a too pr<xecdings of 
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individual utilith.'s. The r(,venue bonds which the utilities will issue to Hnanre the (,lte 

reductions mandated by AB 1890 are being considered In separtlte applications filed 

by each utility. 

III. Retail Transmission Rate Stipulation 

On l>.tarch 19, 1997, se\'eral parties filed with the Commissio~ a "Joint Motion 

for Adoption of Retail Transmission Rate Stipulation." TIle stipulatiori was signed by 

CIU, CLECA/CMA, OOD, ORA, PG&E, SDG&E, and Edison. The stipulation makes 

threerecommendatkms. It asks the CoIrimissionto support the pOsition that the FERC 

defer to the Comrnission's tecon'ltnendati6ns regarding the d~ign of rates for 

unbundled retaillransmission service. It i&"ommends that the CommiSsion adopt in 

this proceeding the retail transmission'revenue "notation and rate design methods 

included in the utilities' December 6, 1996 filings, supplemented by Append ix_ A to the 

stipulation. FInally, it reoomrnends that the CommissIon file comments with FERC 

suppOrting a request that FERC dl'fer to the Commission#s recommendations lot . 

de\?etoping revenue allocations and rate design for unbundled retail transmission 

service for at least the first two years after in'plementation of the new industry 

structure. 

No party protested either the joint motion or the elements of the stipulation. 

On June 5, 1997, the Commission filed COl'l\n\{'nts in the FERC dockets addressing 

these issues. In the filing, we st~ted our support for the proposition that FERC should 

to defer to our recOmni.eI\dati~n regarding reVel'lUe allocations and rate design for 

unbundled retail transmission service, as the stipulation proposes. (See "Notice of 

Limited Protest, request (or Hearing and Request for Deference to the Publlc Utilities 

Commission of the State of California Oll Rate Design and Cost Allocation (or Retail 

Transmission CustoI'llers," in Docket Nos. ER97-2358-000, ER97-2364-OOO and 

ER97-235>OOO. Also see "Initial Conu'I\ents 01 the Public Utilities Commission of the 

St~te of California on the March 31,1997, Phase 11 Filings/J in Dockets EC9~19-003 

and ER96-1663-003~) Our retonlmendatton came in response to the stipulatiort artd in 

recognition that the FERC and this Commission have relied upon different approaches 

-5-

, 



, 

A.96-12-009 et at ALJ/KIM/rmn • 

(or wholrsale and rct,lil r"t('making, rcspr<li\'el)', The application of those dirfering 

approaches as to retail rates might result in significant shifts in cost responsihility 

betw('C~ rctaU customer classes. A8 1890 explicitly prohibits such cost shifting (see 

rub1i~ Utilitlt'S (PU) Code §§ 33O,367(e».' At the time we filed our comn\enls at FERC, 

we had not yet formulated such recommendations which arc the subject of this order 

and so did not comment on the methods proposed by the stipulation. 

The Commission's most recently adopted revenue allocation methodologies 

determine marginal rosts (or each customer class and then reach the adop.tcd' revenue 

requirement by increasing (or decreasing) the rate by an equal percellt of marginal cost 

for each class. 

Edison propOses to apply this "equal percentage of marginal cost" (EPMC) 

methodo]ogyon the basis of total revenues instead of by functions, as PG&E and 

SDG&E propose. 

ORA supports Edison's EPMC method, arguing th-at the methods proposed by 

PG&E and SDG&E are equivalent to an embedded costs allocation. 

CAl-SLA supports PG&E's approach, believing it provides for an allocation that 

is proportional to the existing reVenue requirement. 

In the decision in which we adopted long-tun marginal costs for gas prices, the 

Commission (ound that applyingthc EIJ MC method on a fun~tionai basis is, as ORA 

observes
l 
essentially applying an embedded cost method. \Ve reject such an approach, 

consistent with our vie\v that EPlvtC is superior in moving utility prices toward those 

that would be lound in competitivc markets. \Ve adopt ORA's recommendation and 

direct all three utilities to use Edison's EPMC approach in allocating costs between 

customer classes. 

IV. Criteria for Evaluating Unbundling Proposals 

lhe purpose of unbundling, as we have stated man)' times, is to promote the 

de\'elopment of competitive markets for generation serviccs. The purpose of 

• An section references are to the Public Utilities Code unless otherwise indicated. 
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promoting ron\pctition where it may be viable is to assure the lx-si usc of the 

economy's resources, to assure cuslon\crs pay the lo\\'('st price (or services, and to 

expand the array of sen'ires available to customers. Unbundling promotes 

competition by providing customers with options for individual scr\'ires and sending 

(ustomers price signals which would permit them to make reasoned choices about 

their competitive options. \Ve accomplish unbundling the various utility functionS 

with certain more specific criteria guiding our asSessrnents. 

A. Unbundling Must Be Consistent With rh~ SpIrit and Letter of AS 1890 
and Other Relevant Law 
A81890 set the state on a course of electric industry restructuring which 

this prOC\.'eding in part implements. AS 1890 recognized that "in order to achieve 

meaningful wholesale and retail compethion in the electric gel1etation market, it is 

essential to ... (s)eparatc monopoly utility transmission funCtiOlls ftorn competitive 

generation functions ..•. " (PU Code § 33O(k)(l).) Mote specifically, the statllt~ directs 

the Commission to review utility cost reCovery plans which must "provide tor 

identification and separation of individual rate components such as charges for 

energy, transmission, distribution, public benefit programs, and recovery of 

une<:onon,ic costs." (PU Code § 368(b).) D.96-12-077 approved those p1ans as an 

interim step towards the process of unbundling which ' ... ·e continue in more detail 

here. 

In providing for unbundled rates, AB 1890 prevents discriminatory 

ratesctting by providing that lithe separation of rate components required by this 

subdivision shall be used to ensure that customers of the electrical t(frporation who 

become eligible to purchase eledricity fronl suppliers other than the electrical 

corporation pay the same unbundled cornponent charges, other than energy, a 
; - - - - - -, -' ~ - - - . - - -- - - -

bundled service customer pays." (§ 368(b).) TIle section continues "(n)o cosl shifting 

among customer classes, rate schedule, contract, or tariff options shall result (rom the 

Separation requi"red .... " 

Finally, AB 1890 provides for reCovery of costs aSsoCiated with public 

benefit programs by way of a separately identifiM charge. (See § 381.) 

-7-
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\\'c proceed wilh th('Sc and rdated requirements as thc foundation (or 

our analysis of parlies' proposals. 

B. Costs Associated With One Function Will Not BiJ Allocated to Other 
Functions 
Unbundling utility rates and scrviC('s is onc of the primary means by 

which efficient markets may develop (or utility products and services. That is, to the 

extent that prices reflect the costs of associated products and Servin's, sellers will offer 

the most efficient quantit)· and variet}' of these products and services. Buyers will 

then be abJe to make purchasing decisions that best serve their interests. 

In pursuing a policy'to promote more elficient generation markets, we 

reject proposals to allocate to monopoly fUnctions any costs associated with se'ivices 

that ate or v .. -ill be subject to competition. Specifically, we will not pem\it allocations 

of generation cost to distribution customers. To do sO would cOmpromise market 

efficiency by producing artificially low utility generation ratcs (or utility profits which 

do not correspond to utility risk) and provide Competiti\'e advantagesl which would 

stifle competition to the utilities. Moreover, any allocation to monopoly customers of 

costs associated with competitive products wo\lld be unfair to monopoly customers 

because they wouldl in effe-ctl be required to subsidize shareholder profits. 

C. Utility Revenue Requirements Will Not Be Modified In This 
Procel1ding. 
Some" parties propose that the Conlmission modify certain revenue 

requircments to reflect activities thai the utilities will no longer undertake following 

the implementation of direct acc('ss. Utilities reply that this proceeding is not 

designed to accomplish allY adjustments to their revenue requirements. They observe 

that AB 1890 does not direct the Commission to modify the utilities' revenue 

rcquirements here. 

This proceeding is not the appropriate (orum for reaching the potentially 

complex issues relating to changes in revenue requirements. In D.96-10-0741 we 

orderet.i the utilities to file re\'cnue requirements "based oil our last authorization and 

e . separate this total between transmission and distribution" (emphasis added). By this, 
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we staled our intent to consider existing utility revenue requirements in this 

proceeding. \Ve have aC«)rdin81}' en\phasized altocdtions of existing costs to \ltiUty 

functions in this proceeding rather than ~king to accomplish the more ambitious 
,. 

task of reviewing revenue requirements. 

\\'e are aware that the utilities- activities will change in the next few 

years. Fot example, the ISO will take on dispatch and management of electric loads. 

The utilities may eliminate or redefine soine of their customer relations and generation 

activities. Even if we do not create new forums to consider these pOhmtial cost 

reductions,we recognize that these types of changes in activities will affect utility 

revenue requirements in the near futute. \\'e find nothing in AB 1890 to restrict this 

Commisslon's authority to adjust t~\'enue requirements as long as the changes are 

othenvise consistent with tlle'statute's pro\'isions. In fact" AB 1890 requires PG&E to 

file a general rate case in late 1997. Edison's PBR revie\\t ts scheduled for 1999. The 

Commission is in the process of mid-tenn reviewing of SoG&E1s base rate PBR . 

mechanism and may decide to re,tiew SOC&E's revenue requirement in the near 

future. 

Until lhenl " .. e are not indiJled to consider changes in I'e\'enue 

requirement piecemeal because that it would be unfair to consider a few accounts in 

isolation. One way or another, utility ratcs \Vin rcOed lower costs, consistent with our 

and the legislature's polky the purpose of electric restructuring is to exploit OO>l\omic 

efficiencies and reduce eleCtric rates. \Ve thel'eforede<:line any proposals to change the 

size of the utilities' total revenue requirements here except \vhere required by Ja\v. 

D. Utility Risk Will Not Change In This Proceeding 
The Commission's policy and AB 1890 set forth industry and regulatory 

changes that will in sOme instances create new risks (or the utilities and in others 

shelter them from risk. Predictably, parties have advocated positions in this 

proCeeding whid~ ,,,,'(mld liJlli~ the liability of their respecth;e constituencies. As 

always, our Objective is to balance uti'lity risk with opportunities forearni~gs in ea~h 
. . - --

relevant market. 10. this decision, however, we avoid having to weigh risk and reward 
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to the extent possible. It Is our intention to retain existing levels of risk o\·er,,11. In so 

do!ng, we decline proposals which change the mix of risk and reward from that 

antidpJtcd by AD 1890 and rde\'ant Commission decisions. 

\Ve rcrognize that some of these principles ma)t conflict or compete 

when applied to specific proposals. In such cases, we consider the relevant risks and 

costs, the prinlacy of our goal to promote competition, and principles of fairness. \Ve 

address them where applicable to individual proposals in subs~uent se<:tions. 

\Ve proceed to address unbundling by first reviewing utility ptopOsals 

generally. \Ve then address allocations to specific (unctions or acCounts within them 

and consider hOlY to allocate costs beh\'een tran~miSsion and distribution tevenue . " . , -.. 

requirements. ''Ie then proceed to allocate re\'enues \\'ithin each function and 10 
t" l 

establish rate design prtndples. Finan)" we address hilling and master metering 

issues. 

v. Utility Revenue Requirements ptoposats 
The utilities each filed proposals for determining re\'enue requirements for each 

functional category: distribution, transmission, public purpose programs, and nuclear 

decommissioning and generation.. In general, their proposals were very similar. Each 

would develop its competition transition charge (eTC) residually after determining 

other costs. They propose that the Commission adopt distribution revenue 

requirements by subtracting (rom nongcneration revenue requirements the 

transmission revenUe requirements approved b)' the FERC. Each utilit}' ,,,ould 

a1locate to distributiOll revenue requirement costs that they do not attribu-te directly to 

other functional categories. 

AB 1890 requires the establishment of a separate ratc component to collect the 

revenues to fund (l) energ}' efficiency activities; (2) research and deveJopmenti 

(3) operation and development of renewable resource technologies; (4) low income 

energy eUiciertcy services (UEIi), and (5) the California Alternative Rate (or Energy 

(CARE) program. 
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AB 1890 also requires the est.lbJishmenl of a separate charge (or nuclear 

decommissioning, which the utilities propose hetc. 

Each proposal is discuSsed in more depth below. 

A. PG&E 
PG&E proposes the following 1998 revenue requirements for each 

functional category: 

Generation 

Transmission 

Distribution 

Public Purpose Programs 

$51222 million 

291 

2,031 

270 

PG&B derives the total by adjusting the revenue tequiren\cnt adopted in 

its last general rate case consistent \vith its 1997 Energy Cost Adjustment Clause 
- -

(ECAC) decision (0.96-12-080). It then increases the reVenue requirements (or its safety 

and reliability programs by an inflation (actor plus h ... ·o percent, or $172 million, 

pursuant to Section 368(e). PG&E also increaSes (evenue requirements by $48 million to 

fund renewable resource technologies; consistent with Sectioil 381 (c). 

PG&E states it assigned coSts to various (undions according to cost 

causation, consistent with Commission policy. Costs which it could not attribute 

directly to a lunctiotl were allocated to distribution in most cases. 

B. Edison ---'- . :-~~-
- '-" \ . 

Edison propoSf"- "he following 1996 revenue requirement for each 
( 

(unctionalcategory: 

Transmis.C" .il $ 211 million 

Distrib( .6n 1,816 

Publi{ /urpose Programs 178 

Nu~rAr Decommissioning 1M 

, To; Jerive the generation rate, Edison proposes to subtract (rom the rate 

levels in ef(ed J~Jtine 10, 19961 the adopted PBR distribution tates, transmission rates, 

public benefits charges, nuc1ear decommiSSioning chargesl rate reduction bond 
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repayment charges and other O11s(('II.,noo\1s costs. From this, Edison would detern,ine 

the eTC residually by subtracting its rost of procuring energy and other scrvk\.~ (rom 

the lSO/PX. 

Edison rcconi.mends that the Commission dNi\'c its distribution rates by 

subtracting FERC·adopted transmission rates (rom the amount identified itl its paR as 

nongeneration rates. Edison refers to this residual approach to alloc.\ting costs as a 

"rate credit" method. Edison suppOrts this apprOach by observing that the Commission 

has already approved Edison's nongencration revenue requiren\ent and that FERC is 

expected to rule soon on the litiliti(>s' transmission revenue requirement proposals. 

Edison proposes to allocate administrative and general (A&G) costs 

between functions by identifying them it" one of three ways: directl joint or common. 

Direct costs are those that can be associated with ~ single business segment and are 

assigned to that segment. Joint costs ate those which ar¢ associated with multiple 

business segments on the basis of an indirect relationship or pursuant to a special study 

of the costs. Common costs includes those that have no causal relationship to a single 

business segment or group ot segments. Edison refers to common costs as fixed costs 

because they do not vary with specifiC factors. Edison observes that less than five 

per(cnt of its costs are fiXed •. 

In light of its understanding that FERC will not establish a final . 

transmission revenue requirement ill time for the introduction of direct access on 

January 11 1998, EdiSon proposes a balandng account to adjust transmission and 

distribution revenues at a later time. 

Edison proposes a balandng account and associated nonbypassable 

surchargc it titles the Miscellaneous Adjustment Mechanism (MA~1) that WQuld reCover 

numerous generation-related costsl proposing an initial revenue requirement for the 

account of negative $22.244 million in 1998. 

C. SDG&E 

Like Edison and PG&E, SDG&E proposes to establish the distribution 

rcvenue requirement residually by subtracting the FERC-approved transmisSion 
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rcvcnue r~luir('ment (rom the nongeneration rc\,enUe requirement. To derive its 

current total revenue requirement, SDG&B used its last general rate ('asc revenue 

requircfnent as the base, and escalated it for operation and I'l\aintenance (O&~1) and 

capital costs using its approved PBR I'll('(hantsm. It increased the amount to include 

authorized transmission O&M expenses approVed in its 1996 ECAC dedsion. SDG&B 

also included two rate increases associated with the Fuel Price Index Mechanism 

authorized by Section 397 of AB 1890. 

SDG&E's total reveoue requirement by function is! 

Transmission $ 121 million 

Distribution 

Public Porpose Programs 

DSM 

RD&D 

Rene\vables 

CARE 

542 

32 
4 

12 

8.5 

Nuclear Decc)Jumissioning 22 

SDG&B assumed a l'e\'enue requirement of $73 million for repaying the 

bonds issued to reduce residential and small commetcial rates. 

VI. Development of the Distribution R~venue Requirements and Treatment of 
FERC Revenue RequIrements for Transmlssl6n 

The utilities propOse that the Commission establish the distribution revenue 

.requirements after subtracting the FERC-approved transmission revenue 

requirements from the combined non-generation revenue requirements. They observe 

that if the Con\mission does not account for the FERC revenue requirements, the 

utilities" will either be denied an opportunity to recover reasonable costs ot will ha\'e 

an opportunity to receive windfall profits from the difference. 

Edison refers to its proposal as a Jlrate credittl approach. It argues that any 

. other meth6d would eflectively require the Commission to reHdgate its g~Ji.eral rate 

. c~Se. SDG&E argues that deriving the revenue requirements using methods other 

- 13-
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than the one it proposes will create new risks for the utilities becmlS<' the utility will 

not have an opportunity to recover its costs. 

Farm Bureau argucs thanhe utiHtirs' method would permit the utilities to 

charge distribution cllstomers for servi~$ not being perfonncd. Edison rcspol\ds that 

all of its dist'ribution customers are also its tr"nsmission customers. It observes that a 

higher reyenue rl.~uirement for one function implies a lower revenue requirement for 
I, 

" the other, making the customer indif(erent. 
t~ . " ' 

Seyera) p!t'rtics, including CAC/EPUC, CLECA/CMA j crn, ORA, and 
, '<:.,:.., . 

TURN/UCAN, arg~e that the utilities' approach would require the Commission to 

abrogate its authority to the FERC by effectively allowing the FERC to determine the 

titilities' distribution re\'enue requiten\ents. Edison responds to this ()n~em by 

observing that the Commission. found the total nongeneration revenue requirement to 

be reasonable and that it may be assured that the FERC transmission revenue 

requirement will be reasonable. The difference between the hvoi therefore, must also 

be rcasonablc, according to EdiSon. 

CAC/EPUC alsO argue that imder Edison's rate credit approach, Edison will 

ha\'e an incentive to stipulate to any level of transmission revenue requirement, and 

its allocation behveen the wholesale and retail jurisdictions. Edison responds that 

because it has to update its Transmission Revenue Requirements at FERC annually, it 

will have e\lery incentive to Ilget it right" from the outset. 

CIU re(ommends that the Commission assume (or raten\aking purposes that 

the FERC has adopted the ievenuerequil'em~nts the utilitiesproposed, rather than the 

one the FERC ultimately adopts. The utilities reply that this approach would almost 

certainly.result in revenue losses (or them. 

CLECA/CMA observe that FERC may adopt a revenue requirement that 

differs (rom previous Commission revenue requirements for transmission because it 

. may; (or example, employ a different rate of iehun or different depreciation rates. 

The resulting lower reVenue requirement, according to CLECA/CMA, should not be 

made up by distribution customers whose rates are subject to Commission 
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jurisdictlon. Edison responds that such dif(er('n~s may be monitored by the 

Commission and accounted (or. 

One of the Consequences of eleCtric industry restructuring is the transfer o( 

trdnsrnission ralemaking activity from the Comn\ission to FERC. Although FERC 

always retained authority over regulation of transmtSsionl it deferred to the states to 
, . 

set a tolal revenue requirement for the transmitting utility, a revenue requirement 

which included the reasonablecosl""f transmission. Henceforth, FERC will have sole 

responsibility to set transinission revenue requirements. 

\Ve defer to FE RC's authority and its decisions. Nevertheless, we will not 

abandon our own authority or responsibility to FERC by allolving it to determine the 

. revenue tequiren\ents (or distribution, a determination over \vhich \,'e ha\'c sole 

responsibility ,and authority; which no party dl~p~'t~~ 'To be sure, we may not 

lawfully delegate our authority to another agency. Section 454 reqttires the 

Commission to issue !indings with regard to the teasonableness of utility rates, a 

process \vhich assumes cost allocations between (Ustomerclasses and utility runctiOl\S. 

AB 1890 requires a rate freeze and a "fire wall" which retains certain (ost allocations 

between customer classes. It nevertheless provides in Section 367(e)(3) that lithe 

Commission shall relainexisting (Qsl allocation authority, provided the fire waH and 

rate freeze principles ate not violated/' Establishing a distribution cost allocation 

which is pr~tnised entirely on the findings of FERC would be an abrogation of our 

authority under Section 454 and Se<tion 367(e){3). 

If, as the utilities argue~ the potentially disparate ratemaking deCisions of FERC 

and this Commission creates riskl it is a risk already anticipated by AD 1890 and 

previous Commission decisions. Accordingly, regulation and legislation have already 

accounted for this risk in offsetting concessions to the utilities. In an}' event, the risk 

that the FERC and Commission decisions may create a shortfall is at least parHall}' 

offset by the opportunity for additional profit, as PG&B observes . 

. We also reject the utilities' proposals to set distributiontates residually because 

it could put us in the position ot'serond-guessing FERC decisions. To the extent that 

FERC reduces the utilities' proposed revenue requirerncnls, it finds that (or whatever 
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r('.'son Ihe (osts of ulilHy lr"nsmission arc not reasonable. The utilities propose that 

we effectively ovcrlook the FERC's findings and to determine that those sante (osts 

are rcasonabl(' by including then' in distribution rates. \Vc would only grant such a 
request with a showing that the specific costs are both reasonabl('al\d associated with 

distribution activities. None of the utilities have made such a showing here if for no 

other reason than they ha\'c no FERC decision upon which to (orn\ their proposals. 

Just as We have declined to reduce the distribution re\'cnuc requirentents in this 

proceeding to account (or costs associated with activities the utilities may no longer 

conduct, wc decline to incrcase the distribution revenue rcquireJl\ents to account for 

FERC decisions. In each instance, the utllities will have a"n opportunity to make their 

case with regard to specific revenue reqUireMents" changes in their PBR proceedings 

or, (or PG&E, gcne~al rate case. In theinterirn, we will adopt the revenue requirement 

for distribution that cach utilIty proposes here with the adjustments we make in 

subsequent sections, consistent with law and polky. To the extent necessary, we will ' 

revisit these I'c\'cnue requirements at a later date, as discussed below. 

VII. Functional Accounts 

A. Load Dispatching and Costs AssocIated with the PX and ISO. 

The utilities have historically incurred costs in dispatching pOwe~ to 

customers on their systems and managing those dispatching activities to prOVide high­

quality service. \Vith the introduction of direCt access, the ISO artd pX will take on these 

activities. 

TURN and UCAN argue that the utilities have inappro11riately included 

in their distribution reVenUe requirements the costs of load dispatching and power 

purchasing. TURN and UCAN observe that" the fSO and pX will be aSsllnting related 

responsibilities and that the utilities shOUld not be able to include such costs in rates. 

TURN and UCAN recommend reducing PG&E's revenue requirement by $10.83 

million, SDG&E's by $5.53 million and Edison#s by $17.02 million for associated costs. 

ORA objects to SDG&E's allocating these load dispatching costs in its generation 
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(unction to the distribution function bC('3USC this r('Sulls in asking SDG&fi's fl'gulatcd 

busincss to subsidize its rompetiti\ie services. 

Edison cOmmcnts that the Commission should not reduce these rc\'cnucs 

bC('3use the proposal ignores the fact that the utilitics will incur additional 

implementation costs. SDG&B will incur costs associated with "interlace" activities 

with the ISO. 

One of our criteria (or determining the reasonablenc-ss of a proposal is 

whether it allO<'at('s the costs of a given function, t6 that (unction's revenue requirement. 

Here, the utilities propose to include in the distribution revellue requirement the costs 

of generation dispatch and control. The utilities will no longe~ rondutl genNatiOI't 

dispatch and control beginning January I, 1998. While there may be some uncertainty 

about the ongoing activities the utilities will conduct in \vorking with the ISO, We are 

not convinced that the utilities' aCtiVIties will differ in any significant respt'Ct (rom those 

of its generation competltors. Therefore, the dispatch and control "interlace" and 

"implementation" costs will be the responSibility of the ISO and will be included in ISO 

transmission rates. lYe therefore follow TURN and UCAN/s reron\mendatlons to 

remove associated cOsts trom the utilities' revenue requirements {ordistribution. 

Assuming thrse costs should be allocated to h'ansmissiotl, PG&E had already ten\oyed 
. . 

the associated $10.83 million from its distribution revenuerequil'ernent which therefore 

requires no further adjustment. Edison makes·a reasonable argument in its con\ments 

that some load dispatching activlties witll'emain with it after January 1, 1998. Edison 

. did not, however, make an affirmative showing to support allocating the entire load 

dispatching re\'enue requirement to distribution. \Ye therefore remove from Edison's 

distribution revenue requirement an amount equal to that amount PG&E renloVes from 

distribution revenue requirement, $10.83 million. \V.e remove $5.5 million (rorh 

SDG&E's distribulion revcnue requirement the amount of theSe costs that it included in 

. its March 31 FERC transmission revenue requirement. If FERCcondudes that these 

.toa,d dispa.tch and ISO/PX related costs are distribution costs, rather theU) transmission 
- '" - ~ -! -~ r ... • " - ~ -, - ~-- ~ .' . 

(05t5, then we will reall<X'ate these rusts to distributionl consistenfwith FERC's . .. 

'findings. 

, 
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B. Line ExtensIon Allowances 

TURN/UCAN propose that the Comn\ission in this pro<cedh\g ftXognizc 

the changes to line ('xtension poUty which nlay be adopted in R.92-0j-OSO. Spctifically, 

they believe line extension aUowanres should be scaled back to telled only the 

distribution rcvcnues, rather than tOI\ll revenues reflected in current allowances. They 

also belie\'c changes in lil\c extension allowances should be reflected in rc\'enue 

requiren\ents adopted here. 

ORA and thc utilities agree that the Commission should defer this issue to 

R.92-03-0s0 the rulemaking associated \\'ith this issue. CBlA objects to TURN/UCAN's 

proposal, arguing that the Commission does not have adequatc evidence in this 

pr(}(:('cding to revise existing rules. 

\Ve agree that we do not have adequate information hereto undertake 

art)' changes to line extension rutes or the way rates ate designed to ac(on'l.n\odate rule 

changes. \Ve wi"l defer consideration of this 'issue to R.92-ro-OSO and rcvisitthe issue as 
. . ..-

it affects revenue requirements in the utilities* PBR and general rate cases, if necessMy. 

C. Cast of Capital 

SDG&B recommends retaining a bundled cost o( capital and not 

unbundling it by functions. It observes that as an integrated cOlnpany,~it does not have 

separate units issuing their own debt and equity •. PG&E and Edison also assuIrte the 

cost of capital would not change in this prOCeeding. 

TURN and UCAN propose that the Commission initiate a proceeding to 

develop and implement unbundled costs of capital that will reflect the risks associated 

with unbundled utility hmctions. They believe the Commission should make 1998 rates 

subject to refund (or this purpose. TURN and UeAN observe that the Commission 

earlier dedined to unbundle the costs of capital in 1994 because it believed the exercise 

was premature, suggesting the issue would be reconsidered as rates were unbundled 

(0.94-11-076). 
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Edison generally concurs with tURN and UCAN's prOCl~ural 

recommendation, although it dOC's nOI agree with Iheir assumption that rates of return 

are likely to fall. 

\\'e agrre thai the utilities' ~uthorized cost of capital should ultinlalely 

f('fleel new market stntcfureS and the variation in risk between various utility 

functions. \Ve do not beJiC\'C the need for such a review, however, is urgent Edison 

and SDG&E were excused from romprehensi\'e rost of capital reviews in theitPBRs. 

\Yewill consider unbundling utility cost of capital in the generic' cost of capital review 

prOCeedings as proposed byPG&B and'SIJG&E i~ their comments on'the propoSed 

decision and will direct the utilities 10 file' applications on May 8, 1998. 

D. Escalation Factors 

In de\'eloping this'I998 revenue requirements, 'the utilities "escalated" 

their last authorized re\'cnue requireil\ent to accollnt f6r the effeets of inflation on their' 

costs. SDG&B escalated its ccvcnuerequitement for tta1\Smissiot\ and distribution by . 

using the methOd adopted by the Commission in its PBR fot SOC&E's total reVenue 

iequirement. 

ORA opposes SDG&Eis escalation methodology on the basts that the 

ml'"Chanism was designed to address the etftXts hf escalation on the combined company . 
. 

ORA observes that the results provide estimates of transn\issioJ\ and distribution 

compared to generation thtlt are ou1 of line with actual ratios. ORA proposes inst~ad to 

determine the percentage of the tra.nsmission and distribution revenue requirements 

compared to the total 1993 re\~enue requirement and then applying that percentage to 
". ......... 

.. i .' ~ 

the 1996 authorized baSE! revenue requirement. l!; ';' 
Ii 

SDG&B's method applies ntost tcCe.I1Hj· ~ttppted PBR escalation rates ~~{d 
, . '. , f I 

is generally reasonable. \Ye therefore adopt it. However, t~r record shows that ~PZ;&E 
used the PBR escalation rates only through 1996. In its opeJ~~b~ie(a~~HxMhif 10, 

SDG&B staled that it wilt file updates [or the transmission and distr~bution revenue 

reqtlirements to reflect the authorized 1997 and propo~ 1998 PBR escalation rales 

1ater this year. Therefore, we will reflect these adjuslmE'ilts to the authorized 
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distribution rC\'('I1UC rcquir('mcnt ('((cdi\'(~ January 11 1998 in an advice letter filing 

SDG&E shall file no later than extobcr 15, 1997. 

PG&E's ('scalalion factor of crl plus 2% (or transmission and distribution 

_ re\'cnue'S and Edison's non·generation ('scalation factor as adopted in D.96-09-Q92 w('re 

, 

not controversial, and we adopt them. 

E. Catastrophic Events MemoraiJdum Accounts (CEMA) 

Edison, PG&E, and SDG&E currently ha\'(' CEMAs into which they enter 

costs incurred during catastrophic e\'ents. ORA proposes that Comnlission eHmhlate 

the CEMA for generation costs on the basis tha-. it would provide a corrtpetitive 

advantage to utilities. EdIson and PG&E's proposals are consistent \vith this 

recommendation. SoG&E's distribution revenue requirement appears to have no 

CEMA costs inclu"ded In it. -\Ve adopt the proposals to eUminate CEMA for generation­

related costs for all three utilities, effective January I, 1998. 

F. Hazard!'us Substance Cleal1·up lIiJdLitlglltlol1_ Cost ACCOUnts 
(HSCLS) 

Edison, PG&E, and SDG&E currently have HSCLSs into which they ent('r 

costs associated with hazardous waste dean· up, ORA recommends that these accounts 

no longer include the costs of generation-related dean·up. Retaining these accounts (or 

generation·related costs WQuld provide a competitive ad\·antage to the incumbent 

utilities. \Ve adopt ORA's proposal to prohibit entries into HSCLS which relate to 

generation costs, effeCtive January 1, 1998. The resulting adjustment to distribution 

revenue requirements (or Edison is $1.36 million and (or PG&E is $.1 million. SDG&E 

did not include an HSCLS balance in its distribution re,'eoue requirement. Therefore, 

that revenue requirement needs no associated adjustment. 

G. AdmInistrative and General (A&G) Expenses 

1. Fixed A&G Costs 

Edison proposes to allocate to distribution revenue requirement 

the fixed A&G costs associated withfossil generation. TheSe costs, Edison-obsen'esl are 

those tha.t could otherwise be assigned to generation by way of a n\ulti·(ador allocation 
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method. Edison belic\'~ inter\'enors' rt"COnul\enda.tion to aU(x .. ,le these fix('(\ costs to 

generation by way of the n\ultt-factor approach would represent "an improper 

disallowance of appropriately i'ncurted rostsU because they arc costs Edison cannot 

recover in competitive generation markets. It argu{'$ thelt th~ fiXN costs would be 

incurred whether or not it di\'ests its gener(ltion as..<;cts and tha.t at least some costs arc 

fixed o\'er a period of time. Since they arc reasonably incurred, Edisol\ argucs, they 

must be rero\'erable in rates. 

SDG&E and PG&E also allocated A&G costs to distribution which 

they could not attribute directly to other functions, changing eXisting allocations to 

transmission and distrihution. PG&B believes it wm not avoid such costs if it di\'csts 

itself of generation. It atgues t~at allocating residual costs to generation \"'ould require 

PG&E to set generation prices that would not be sustainable in rompctith-e markets. 

PG&E and SDG&E argue that the assignment of only incremental costs to generation is 

effident and does not create ~I'npetiti\te advantages because competitors will compete 

based on thl'ir incremental costs. 

CAC/EPUC and Farm Bureau objcct to the utilities' exclusion of 

A&G costs (rom gcnerdtion aca:;unts. CAC/EPUC observe that PG&E's justification for 

its methodis unsupported by AB 1890 which requires all "going forward" A&G costs 

to be included in the generation re\'enue requirement. AB 1890, a<xording CAC/EPUC, 

does not refer to "incren\ental" costs or otherwise distinguish fixed costs in ways which 

would support the utilities' reliance on AS 1890. 

Enron also believes PG&E has shifted A&G costs fronl generation 

to distribution based on past allocations used to set FERC jurisdictional rates. 

CLECA/CMA argue the utilities should not be permitted to use an incren\ental 

approach when it suits their interests, as here, and an embedded one when it doesn't. 

CLECA/CMA take issue with the utilities' position that their distribution fixed costs 

won't change after their assets are divided in half. CLECA/CMA also observe that the 

utilities' approach is anticompetitive because competing firms must ultimatel}' recover 

all of their costs, not just those that ate in~remental, froffi the market. 

, 
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ORA belic\'cs the utilities' approach applies increment(ll 

r,ltenlaking in an exercise that hwoh'cs embedded costs. It belie\'cs the utilities will be 

able to recover their fixed generation (Osts readily in the marketplace (or generation. 

DOD (ejects the\\tiHties' argument that their proposals are 

consistent with the Commission's pricing of telecommunications costs based on 

"TSLRICII (total service long-nm incremental rosts)~ OOD observes that the 

Commission has specifically required that TsLRIC include all cost compOnents and that 

the CommiSsiorl set TSLRIC without regard to embedded revenue requirements. DOD 

would propose going forward on that basis, oclieving that the utilities' corresponding 

rates would be considerably 10\ ... ·('( as a result. 

TURN and UCAN propose phasing out generation fixed costs at a 

rate of 25% annual1y to recognize that fixed costs are variable O\'er llnle, that iSi they 

may be reduced a coord ing to output. 

Edison argues that TURN and UCAN ha\'e improperly considered 

cost reductions already reflected in Edison's cost studies. It belie\'es UCAN and 

TURN's phase-out propOsal is unsupp·orted by any study of Edison's actual c6sts. 

Discllssion! Some utility costs do not vary o\'er some period of time. They are 

incurred notwithstanding the utility's output. It does not necessarily folio,,,', ho\\'e\'er, 

that distribution customers should assume liability for all such costs eVen if the utilities 

will continue to incur them. The utilities' argument that they will be ullable to ft..~\'er 

these costs in generation markets is not cOllvindng. lfieir competitors also incur fixed 

costs. Arguably, competitors' fixed costs are higher per unit of output than the uti1iti~' 

because many competitors will not realize the eConomies of scale or scope which the 

utilities enjoy. A utility's generation systenl, whether it is owned and operated by the 

utility or an}' other entity, will continue to incur fixed costs which must be allocated to 

generation. l\iorcover, uneconomic generation costs are to be recovered in the erc, 
pursuant to AB 1890, not in distribution rates. 

SeCtion 367(c) of AB 1890 requires that all "going fon\'ard costs" 

of fossil plant operation must be recovered "solely from independent Power Exchange 
.. 

Revenues or from contracts with the Independent System Operator." \Ve are unaware 
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of any definition that limits "going (on\'ard c..1Sts" to incremental rosts. In this r~gard, 

PG&E's application of etonomic theory - that its competitors will dedde whether to 

produce an incremental unit on the basts of their incremental rosts - is only part of the 

story. Over tlmc, all gef,eration firms n'lust recover all costs, including those types of 

(osts which the utilities seek to allocate solely to distribution. Consequently, 

allocating to distribution: customers all fixed costs would create a competitive 

advantage to the-utilities at the expenSe of capti\"e ratepayers, (Ontrary to Qur stated 

. objectives and the requirements of AB 1890. 

We do not agree that aUocating generation fixed costs to the 

generation ~on\p6nent of a utility's revenue requirement will result in an effective 

disallowance of reasonable costs. If the utilities rct,lin generation facilitieS, they may 

I'ecovet fixed cOsts in energy revenues. Fixed A&G costs may also be recoverable as 

part of "must-run" contracts with the ISO. Both Edison and PG&H plan to sell 

substantial portiOns of ihitr generation sysh~nls. However, it is important to 

remember that e~(h utilitY will retain some portion of its generation assets (or which 

they should pay a fait share of. the cOmmon A&G costs at issue here. 

If they-sell generation fa:cilities~ the utilities will have 
-- , - . 

oppOrtunities to reduce thel~ overheads. In addition, the utilities may be able to 

recoVer fixed A&G as part of th.e. two-yeat service contract between utilities and 

purchaser~of scnerati?nplant reqUired under Section 363. 

The utilities have not demonsttated that every type of fixed cost 
> ~ "". ~ 

cannot be red.,uced, thatis; made variable, over the medium term by changes in 

ptocurement practices «(or example, by contracting out pay toll processing) or by 

offering a related- scrvi~ to other businesses «(Of example, by selling advertising space 
~ . . :. . 

in bill envelopes) or by reducing eu\ployees (for example, by reducing legal employees 

to fecognize reduced regulatory and legal adh·ities). In effect, the utilities argue that 

substantial e(()Ilomies ()f scale exist in theit vertically integrated operations, a 

reasOnable assuIriptihn .. 1'6' the~ext~nt that it is true, we have UO doubt that the utilitieS 
. ,.. . -. . - .- - - . 

.. and th~i{cJM.petitb~swill take advantage of them with a great deal of in\'enti~eness . 
As CAC/EPUC obServe, however, it is impossible to determine at this time how A&G 
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cxpenscs will change in a competiti\'e market or when the u.tilities di\'cst their 

generation. 

Howevcr, '';''c arc persuaded that some of these fixed A&G CQsls 

may remain following di\'cstiture and the end of the period during \\'hich the utility 

operates the plant on behatC of a purchaser. On the othet hand, we want the utilities to 

take actions to reduce their costs, cspedally as a result of di\'cstiture. 

It is not our intent to deny utilities an opportunity to reoo\'er 

reasonable costs which they actually must incur, but We must balance this with our 

. need to ensure that ratepayers are not paying for costs that no longer cxist. To the 

extent that the fixed A&G cOsts We ha\'e allocated to generation are truly fixed and 

continue to exist following this period, we willl'eview ~lnd reallocate Continuing fix~i 

A&G costs to distribution usirig a stream1in~ procedure. No such procedure was 

proposed in this proceeding. The Assigned Comnlissioners in this proceeding shall 

develop a streamlined process lor this reallocation by Decetnber 16, 1997. 

Consistent with the principles We have articulated earlier in this 

deds;oll, we will not allocate to distribution functions the costs associated with other 

functioJ\S at this time. The utilities h,we presented no compelling reason to str.lY from 

this principle in the case of A&G costs. \Ve therefore reduce the utilities' proposed 

distribution revenue requirements as follows: 

Edison $25.15 million 

PG&E $49 million 

SDG&E $ 4.90 million 

These amounts are calculated on the basis of multi·factor allocation methods provided 

by each utility pursuant to ORA's recommendation. 

2. SONGS and Palo Verde AlG Costs 

Edison propoSes that all A&G costs related to the San OI\ofre 

. Nuclear Generating Station (SONGS) and Palo Verde Nuclear Generating StatiOI\ which 

were not included in the Incremental Cost Incentive Procedure ([erp) in the related 
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settlement dcdsion (sec D.96-O.J-059) should be included in Edison's distribution 

revcnue r~uireinenl. TIle SONGS settlement agreerllenlls in effedthrough 2003, past 

the end of the rate freeze period. The Palo Verde settlement ends at the end of 2001. In 

each of these scUlen\ents, a portion of nuclear A&G costs wete not included in ICIP or 

sunk costs. \Ve reject the approach proposed b)' Edison to include these costs in 

distributIon (or the same reason \*·:e have declined to inchtde other types of generation 

costs in distribution rates. Instead, \\'e direct Edison and SDG&B to file a petition to 

modify relevant COJlunission decisions iri order to include these A&G costs in ICIP 

because we believe that these costs are appropriately part of ICIP. To the extent that 

there are above market ICIP costs, they may be approprhltely included in transition 

costs. That is a matter for resolution in A.96-08-OO1 et at ''Ie therefore reduce Edison's 

propOsed distribution revenue requirement by $24.51 million. 

3. Customer ServiCes and Marketing Costs 

Edison would allocate to distribution about $i3 million lor 

customet service and marketing costs (or its large customers. It belie\'('S these costs 

should be included in distribution ratesbecausc, consistent with FERC actounting 

guidelirtes
l 

they are incurred to educate customers about electric system health and 

safety, conservatiori and economic use o( electricity. SDG&E would allocate $5 million 

to distribution (or marketing costsl stating that it tefers to the associated activit)' as 

Ilmarketmg'i consistent with the FERC's system of accounts. 

PG&E seeks $15.1 million (or marketing costs. 

TURN and UCAN propose to remoVe (rom reVenue requirements 

all marketing costs associated with positioning the utilities in competitive markets. 

They would allocate such costs, including o\'erhead costs, to generation customers. 

They observe that the Commission has removed such "brokerirtg" costs (rom gas rates, 

costs which are comparable to those referred to here as "marketing." They also present 

substantially higher estil'l\atesof these costs than those presented by the utilities. 
- . 

Edison replies that TURN and DeAN have improperly 

characterized these costs as marketing costs. Edison states it will not be Ji\arkeling 

, 
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gencration with associatoo funds and observcs that it will continuc to incur (>xp(>nS(>s 

relating to customer service researchl b)rpass options, rate design and customer 

education. Edison also objects to TURN/UCAN's "arbitrary" assigl\ment of $12.7 

miIJion in (omOlOn plant and o\tcrheads to marketing alid cuslon\er service cxp('~~. 

SDG&E t~spOnds similarly, arguing that large custoiners are entitled to rtXeivc a high 

level of customer scrvice during this period of dramatic change. 

\Vith the introduction of ditect access, utility distribution 

customers will continue to require a high -Ievcl of customer service with attendant 

funding requirements. The matter (or resolution here, however, is whether and thc 

extent to which the cost of that service is appropriately assignootodistribution 

revenue tequireul.ents.\Ve share TURN/UCAN's C()l\cern that the utilities havc 

allocated more than a fait share of customer serviCe and marketing costs to 

distribution. Some of the actlvities the utilities support with that funding arc not 
." < ' 

related to the distribution system, su_ch ~s providing information regarding bypass 
~. ~-

options. -Most of the acti\;ities atgu~bly faU in all three major func~i(mal cat'?gorics, 

including research and providing information about conlpany policy, procedures, rate 

design at'ld bitting. 

We therefore reduce the utilities' distribution revcnue 

requirements to refle<:t customer service And marketing costs that are more 

appropriately allocated to generation. TURN's estimates appear to assume that all 

customer service and marketing Costs ate related togeneration. The utilities make 

reasonable arguments that some of those costs will continue to be incurred 

notwithstanding the status of their genetation operationS. Reviewing their general 

rate cases, we agtre that sOn'e of the costs in related accounts wilt be associated with 

each utility's distribution operations. Because the utilities did not fulfill their burden 

to spe<:ify the costs which might be attributable to distribution, we adjust the amollnts 

for Edison and SDG&E h)' applying their respective multifaclor allocations methods. 

This results in an adjustment of $7.7 ll\iIlioJ\ for EdisOn and $.98 million for SDG&E. In 

its comn\ents, Edison alleges that allocating a portion of eronoh\ic development costs 

to generation would be NcoJ\trary to law" because We identified such costs as 
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"nongeneration" in Edison's rBR order, D.96-09-092. Edison ("its to acknowlt:xige, 

howe\'er, that D.96-09-092 allocated aU other customer scrvi«-s costs to generation. 

Our dedsion hete to allocate all customer services costs, including those associated 

with cronomic development, across all (unctions therdore gin's Edison the benefit of 

the doubt. For PG&E we make no adjustmerit because we removed marketing costs 

(rom PG&E's revenue requitement in its most recent general rate case. \Ve therefore 

do not adjust PG&E's distribution revenue requirement here (or this item. 

H. Franchise Fees aiJd Un collectibles (FF&U) 

Franchise fees are payments made to local govemn\ents for the privilege" 

of constructing distribution and transmission facilities in local communities and are 

based on total re\'enues. UncoUectihles are those losses associated with customers who 

fail 10 pay their electric bil1s. SDG&E and Edison propose to allocate related costs to 

distribution and transmission. 

ORA proposes "that SIX.;&E and Edison be required to allocate some 

portion of FF&U to generation, consistent with PG&E's method. II revenues are 

reduted as a result of divestiture of generation, FF&U should be reduced accordingly. 

Therefore, we agree with ORA's proposal and PG&E's methodology and allocate to 

generation one-third of FF&U costs. This results in i\n adjustment of $7.47 million in 

EdisOn's distribution revenue reqltirement and $ 6.4 Inillion in SIX.;&E's distribution 

revenue requirement 

I. Miscellaneous Revenue 

TlJRN/UCAN propose that SDC&R be required to update its 

"miscellaneous revenue" category, which SDG&E shows as $IS million in this 

proct.'C<ting and \vhich TURN believes the Commission increased in D.9S-:04.-04.S. 

D.95-04-04S adopted a number of changes to increase the n\iscellaneous 

revenues. Contrary to TURN's assumption, however, the changes afe credited to 
... ..- '~,' ~ .. . - . 

~IXf,&JVs EI.ectric Revenue Adjustment Mechanism (ERAM) balancing account. \Ve 
~ <....- -, - • .: . 

therefore reject TURN's I'e(ommendation. 
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J. Accounts and Cha;ges for Potentially UneconomIc Costs 

AU three utilitieS propose to create additional balancing accounts with ' 

associated "nonb),passable sU'rcharges" to customer bilts for ~sts which they believe 

are uneconomic and deserving of special consideration. 

1. PG&E's 'Diablo Canyon ICIP Account 
. PG&E ptoposes to create the nonbypassabie charge to re«>vet 

Diablo Canyon nudeat power plant Incremental Cost Incentive Pricing (IeIP) prices 

that eX<"eed rrtarket prices. PG&E states it isaulhorlzed to r~o\'er s~ch costs because its 

cost reco\'ery' plan, appl'oved_ by the 'CommisSio!'; provides thatth~ costs would be 

reco\'cred through a special mechanisfu rather than through the CTC. . 
QRA opposes the account on the basis that generation Costs should 

not be recovered fromdistrib'utton clistomets. TURN/UcAN oppose the aero-Unt 

arguing that the charge is e(fectively another eTC eXCept in name.'f'URN/UCAN 
. . - - _.-. 

belie\'e the above.n\arket ICIP rna}' not be coHecled as etc. They alSo believe the iSSue 

is appropriately the subject of phase 2 of the etc proCeeding . 
. . 

-2. Edlson's'MAM 
Edis{m r;roposes to create a MAM~ a balai\dng account that\\'ouid 

serve a's the vehidelot rC(oveiy ofceitain (:osts ~~'JAted to Cgeneration~ distribu!lon~. 
public purpose progran\S~ and other functt6riS. CoSts entered. into the account would be 

recovered by way of a nonbyp~Ssab}e charge oil ttistomet bills, which EdiSon refers to 

as the Miscelianeous Adjushrient Mechanism Billing 'Factor (tvfAMBF). EdisOn's MAM 

would initially be a sutt-tedit or rate reduction of $22.24 million~ 

Edison includeS in the MAMrev'enues and costs assOciated with 

n?n·utility affili<iteS, costs associated with nuclear spent fuel storage and Department of 

Energy fees, low emission vehicles and hazardous waste costs, SONGS 1 shutd6\vri 

O&M expe~s ancfthe gain on the Yurrta-Axis settlement. It would also include 

intervenor funding, and the Redu~d t~~tRecovery Amount (ReRA), Devers·Palo . 

Verde regulatory (oSts, past earthquake retov~ry costs (andother coSts:enteted iilto the 

CEMA): and the ~sts of its fuel oil ~ipeline. 'In all, Edison proposes to inClude th~ costs 
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associated with 39 different activities into the MA~f. Edison argucs that none of thcse 

costs arc readily assigned 10 functional business segments. Because the Commission 

has found the costs to be reasonable, Edison believes it should be granted dollar·for­

dollar rccovcl), of them by way of a nonbypassable charge. 

ORA opposes the MAM on the basis that the l\'fA~i would permit 

Edison to rcco\'cr through distribution charge costs that ate related to generation, 

including SONGS 1 shutdown O&M, hydroelectric pumped storage costs. ORA argues 

that this balancing account, li~e others proposed by the utility, is proposed in the name 

of "guaranteed cost rC\."Overy which derails the allOcation process." 

CLECA/CMA argue that theMAM circuriwents theConHnission's 

objectives in assigning costs to utility functions and violates the spirit of AB 1890 by 

ignoring the requirement that rates remain frozen. CLECA/CMA believe the utility 

proposa1s are ofCeied ,vith the Objective of reducing risk beyond that antIcipated by AB 

1890 and the Commission/s policy. ' 

TURN lUCAN oppose the MAM, arguing that ilindudes costs that 

should not be assigned to distribution customers. They oppose the ~fAM for the same 

reason they oppose the Oiablo Canyon ICIP charge, na'tnely, that the MAt-.-t is a etc 
except in name and except in the faCt that Edison proposes that the MAM continue after 

the ere is elimhlatcd in 2002. TURN and UCAN argue that AB 1890 did not peco\it a 

balancing account to recov~r these costs and that the costs are not distinguishable from 

any other electric base revenue requirement. . 

3. SDG&E's MAM 

SDG&E alsO proposes to recover $14.26 million in a MAM account 

which, like Edison's ~1AM, would be charged to distribution customers. SDG&E/s 

MAM would include fOur cost components, amOl\g them the SONGS I shutdown costs, 

spent nudear fuel storage costs, Department of Energy (DOE) decontamination and 

decommissioning Costs and SONGS 2&3 costs not recovered by the ICIP pricing 

mechanism. 
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SDG&E supports its feql1C'St by arguing that the Commission has 

already authorized r('(overy of thC'se costs. It obscr\'('s that it may not be able to ttXo\'er 

the costs during the period o\'er which the CTC will be in ef('(t. It') MAl\i, like 

Edison's, would be in ('((('(t after the erc is phased out. 

TURN/UeAN aI'\d ORA oppose Srx;&E's MAM on the same bases 

they obJeCt to Edison's l\tAM. ORA observes that SDG&E's witness on the subject 

suggcstcd that these costs call be treated as transition (osts. TURN and UCAN argue 

that the SONGS tCIP costs arc appropriately part of SJX;&E's base rate revenue 

requiiernent and should not be shielded (rom risk as part of a nonbypassabte charge. 

4. Discussion 
\Ve ha\'e stated that one criteria lor evaluating parties' pl'oposals 

here is \\'hether costs ate allocated to the function with \\'hich they ate associated. 

Many of the costs in these various aC(()unts arc related to genetatioIl, public purpose 

progrclIlls, or transmission. The utilities nevertheless propose to allocate the costs to 

distribution, contrary to our stated policy. 

\Ve have also stated our intent to retain existing levels of risk in 

this prOCreding. As the utillties admit, these three accounts are designed to reduce 

utility risk by guaranteeing recovery of certain costsl some of ,\'hich are currently 

rcoovercd under different t}'pes of ratemaking n\cchanisms.The I\onbypassable 

surcharges and associated halandng accounts change the n\ix of risk the utilities (ace 

pursuant to COIllmission ()rde~s and AB 1890, contrar)' to'our stated polity." 

The utilities justify including these costs in these accounts on the 

b~sis that they ha\'c already been approved by the CommiSSion. Out past approval of 

the reasonableness of these costs, however, docs not distinguish them from other costs 

included in other rates or ratemaking mcchaniso\s. The costs recovered through the 

CTC and in distribution ratesl for example, have already been approved in generat rate 

C,l5('S. \Vhethet a utility is required to rtXoVer, (or examplel SONGS b&l\f costs in 

generation rates or in a MA~1 account implies nothing ab6ut the reasonableness ot 
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unre,lsonablencss of those costs. It merely refl('(ts degree of risk which we believc is 

appropriate for cost r('(O\'('I)' and consistent with AB 1890. 

In considering the "aUdit}' of the propo~i surcharges, wc consult 

AB 1890. The statute sets lorth a complex and cornprchensh'c regulatory framework for 

r('stmcluring the electric industry. As part of that framework, it mandates thc creation 

of the erc, a nonbypassable charge, the purpose of which is to providc the utilities 

with a reasonable opportunity to reco\'er generation costs that rllight otherwise become 

stranded in the new n'larket franlework. Specifically, Section 367 identifies the 

regulatory treatment for various typcs of (osts and linds that "uneconomic costs shall 

. be recovered from all customers on a nonbypassable basis" and be amortized over a 

period which "shall not extend beyond December 31, 2001," with specified exceptions. 

The utilities' proposals here seek authority to impose 
nonbypassab1e charges (or gener.ltion costs which arc not authorized by AS 1890. The 

utilities characterize as potentially "uneconomic'; the costs that would be recoVered by 

the charges. The costs are not listed as exceptions to the general provision that 

uneconomic generation costs are to be f«O\'ered thrQugh the eTC and amortized prior 

to December 31,2001. In addition, the utHities would retain the proposed surcharges 

after J:)e(:eni.ber 31, 2001, prOViding a regulatory protection which extends beyond the 

period ~nticip.lted b)' AB 1890 (or rC<'overy of stranded generation costs. 

As a matter of policy, we question the fairness of transferring risk 

to captive customers. As a matter of law, the rule of statutory constntction provides 

that IIIw here exceptions to a general rule ate specified by statute, other exceptions ate 

not to be in\plied or preslimed." (r..-tutual Life Insurance Co, v. City of Los Angeles, 50 

Cal3d 402,410 (1990).) The costs which the utilitieS would include in additional 

balancing accounts or nonbypassable charges arc in addition to the exceptions listed in 

AB 1890 {or recovery b}· methods other than the CTC. To the extent the)' li.light be 

uneconomic generation costs, they n\ust be recovered through the eTC. 

The purpose of this proceeding IS to unbundle revenue 

requirements, not to create new ratemaking mechanisms. Just as we have dedined to 

reduce revenue requirements to reflect 10w('r costs in this prOceeding and to elin'linate 
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existing bal(lncing aC\"Ounts, we dl'Cline 10 consider new ratemaking mechanisms. 

Those ratemaking mechanisills arc appropriatdy topics of other proceedings. \Ve are 

especially concerned with Edison's proposal to remo\'e (rom its PBR $~O n\illion 

annually in rosls related to its pipeline tern'\inal rompany and to change the existing 

ratemaking incentivc assodated with nuclear performance to a mechanism ' ... ·hkh 

would guarantee reCovery of $14.6 million in annual costs. 

Finally, we comment specifically on PG&E's Diablo Canyon ICIP 

proposal. \Vc observe that we have nevcr authorized the creation of such a charge 

either in\pJidtly or explicitly. PG&E's cost recovery plan did not propose such a 

sUfchargc/ although the plan stated PG&E would not tccover associated costs through 

the CTC. In this proceeding. PG&E ptbvides no legal authority for the chinge or 

analysis to support its imposition. Even. if we wete tointerprcl AB 1890 to pennit 

such additional n()nb}'passable~urcharges on customer bills, we would 'reject this one 

on thc basis that its propOnent has [ailed to m~t its burden to suppOrt it. . 

. The issue ren'ains as to where thc Costs of the variotis utility 

balancing accounts should be allocated. SDG&B's proposed ~tA~t included only 

gCllcration cOsts. They may be recoverable as part of the CTC or SDG&Ws generation 

rates and require an associated Con'tmission finding in R.94-O.J-031. Its proposed 

revenue requiren\ent (or distribution is not thereforc not changed. Similarly; PG&tB's 

regulated (that is, distribution and public program surcharge) revcnuc tequiteJ1\~nts 

do not change because the costs associated with Diablo Canyon which are not related 

to decomnlissioning would be ultimately allocated to generation costs or transition 

costs. 

Edison's proposed MA~t includes the costs ~ssociatcd with (nany 

activities which arc attributable to several functions. TURN/UCAN, CLECA, Farm 

~ We also de.ut)' limit the scope of out appro\'al of the Q..")St re«wer), plans: "The (utilities' cost 
recovery) plans vary ronside.rabty in their Je\'elof detail. Our appc()\'al ... OOVers only the 
general fralr.{:work Cor coslr€<o\'cry outlined in AD 1890 and th(? details nEX"X'sSary to launch the 
progranl for cost rero\·cry/' (0.96-12·077, sUp op. At 5.) 
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Bureau, and ORA propose spedfic treatment of each of the aC\"'Ounts' components. 

Thc.sc patties agree with the appropriate treatment of most costs. \\rhcre they do not 

agrcc, we adopt ORA's propos.1Is except with respect to the following costs. Costs 

associatoo with DOB D&D fC('S, SONGS 1 shutdown O&~1,3nd S~I\t nuclcarfuel 

storclge should be aUocatcd to nuclear decon,missioning. For SDG&E, these same 

costs should be allocated to nuclear decommissioning. As described in Section VII.F., 

hazardous substance dean-up and litigation cost accounts should no longer include 

generation rdated costs after January I, 1998.· The existing HSCLC balances that are 

generation-related ha\'cthe characteristics of a regulatory asset. In addition, the 

Nuclear Unit Incentive PrOCedure account also has the characteristics 0( a regulatory 

asset. As such, disposition of these generation costs is appropriately considered in 

A.96-0S-001 et a1. \Vith these modifications, Edison's distribution ievenue 

requirement is reduced by $73.51 million. Its public program surcharge revenue 

requirement is increased by$7.t 13 million. Its nuclear decoITurtissioning revenue 

requirement is increased b>' $19.4 million. Appendix 8 presents how the ma.ny types 

of (osts would be allocated among transmission revenue requiten\cnl, distribution 

revenUe requirement, generation, the CTC, the nudear decommissioning surcharge or 

the public purpose program surcharge. As Edison points out in its (QIl\ments, account 

balances allocated to the distribution re\'ell.ue requirement are all one-time charges 

and not ongoing c¢sts which would be included in the I)BR indefinitely. They should 

be treated accordingly and would not be subject to the PBR escalation. 

K. PG&E's TRA 

PG&E proposes to replace the existing ECAC and ERAM balancing 

accounts with a IITransition Rc,'emte Account"(TRA). In effect, the TRA is a balancing 

account for an costs except those subje<:t to PX pricing and eTC treatment. The- TRA 

would guarantee recovery of the authorized re,fenue requirements. 

_ ORA opposes the TRA partly on the basis that it is the functional 

equivalent of the ERAM account. ORA observes the Commission has a separate process 
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(or c\'aluating ERAM and ECAC, which is part of the EI~lri(' Tariff St£\"amlining 

workshop, consistent with 0.964 12-088. 

\Vc concur with ORA's obsclvation that the TRA is not apl')arcnlly 

distinguishable Ironl PG&E's ERAM and that the topic is the subject of more 

comprehensivc review in the Electric Tad£( Streamlining effort. Morrovl'l, we arc not 

predisposed toward crcating new balancing accounts in this procccding in any event 

because to do so would comprornisc our objecth'c of n'aintaining existing lcvels of risk, 

as we have stated. 

L. Final Revenue RequIrements 

\Vc adopt the follo\\'ing distribution re\'en\le requirements (or the utilities: 

Edison $1.67 billion 

PG&E 

SDG&E 

$1.95 billion 

$501.6 million' 

TURN proposes that rates adopted in this proceeding be sct subject to 

refund because the utility proposals \\+cte inadequate and require rcconsidercltiO" at a 

later time. \Ve do not belie\'e, as the utilities argue, such an approach would neccSsarily 

represent retroactive r~\temaking. On the othet hand, we are not inclined to revisit 

these issues in 1998 because of resource constraints and because we wish to pronlote 
. 

some certaint}' at'nong industry participants, clistomers and parlies to our pr~"'Cdings 

on these matters. In reaching this conclusion we recognize that the utility revenue 

requiren\ents ate not ideal. Nevertheless, We belicve they are adequate until \\'e revicw 

utility revcnue requirements in relevant PBR or general rate case proceedings. 

VIII. Revenue AllOCatiOn and Rate DesIgn 

Having developed the revenue tequiremcJ\ts lor each utility, we prou"'ed to 

delemliI'le rC\'enue allocation -to customer c1ass('S and rate design for various servi~s. 

Unbundling requires this process of allocating rc\'enues between customer dasses in 

, To be updated to renect thedistTibutionportion OfSbG&E's adoptoo 1997 and pro~sed 
1998 PBR adjustments in SDG&E's advire Jetter filing by October 15, 1997. 
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order to get rales (or each (ustonwr cJa~s. Rate design Is rcquin..--d io order to determine 

the types of rates and services a\'ailable to customers within a customer claSs. 

As stated previously, AB 1890 limits total rales effective on January I, 1998 to 

those shown on June 10, 1996 tarU($. The variations betwccn the utilities· proposals are 

therdore limited. In general, thelltiiities propose to retain current unit rates with the 

exception of mand,atedl'eduCtions to residential and small commercial rates. The 

parties also appear to agree that the Commission will have to revisit revenue allocation 

and r~te'~e$ign issues prior to the end of the transition period in order to develop 

appropriate rates reflecting the removal of the erc rate component and th~ associated 

revenues. 

A~ - Rc;venll~'AI!i?~atIOiJ' 

1. Methods For Allotatlng DIstribUtIon Revenues 
As we discuSsed uriderretail Transmission Rate 5tipulations(Sec. 

III), \\'e adopt ORA;s recoinm~ndati6rit~ use Edison's EPMC approach on total 

revenUes. 
~ , ~ -

2.Allocatton of the Rate Reduction Bond Recovery Costs and 
, ,. Discounts 

AB 1890 requires th~1t only those customers who recelve the 10% 

rate reduction--residential and small commercial cuslomers;"'pay of( the costs of the 

. asSociated tate reduetion bonds~ which will return the Costs of the rate decrease to the 

uti1iti{'s~ SDG&E proposes that only those customers on its Schedule A be eligible for 

the discount. bRA proposes that time-of-uSe customers also receive the discount. 

SDG&E believes this practice would complicate the administration of AB 1890's 

. requirements. 

Notwithstanding any administtativedifficulties which may result, 

AB 1890 requires that residential and small commercial custo~ers receive the rate 

reduction. In so doing, it does not distin~ish between time-of-use cuslon'lers and 

., others. We therefore requ~ie that the utilities offe.r the reduction to all t(>Sid~ntial and 

'. sma'll commercial customers, including those who subscribe to time-of-use schedules. 

, 
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3. Allocation of the Costs of Pub1lc Purpose Programs, CARE, 
Nuclear Decommlsslonlng/lncremental Cost Incentive Price 

Both the Con\rnission and AU 1890 Hnd that some programs should 

be funded by way of separtlte billing charg«-'s, an\ong then\ CARE,llublic purpose 

programs such as energ), conservation and research and development (R&D) efforts, 

and nuclear de(Ommissioning costs. 

rG&H proposes to allocate the <osts of public purpose programs 

using the system average percent method whereby the CARB program costs arc 

allocated first on an equal cents per kilo\vaU-hour (k\Vh) basis thef}, the remainder-s 

allocated aerording to the pettentagc share of the schedule's present revenue 

teqllirements re1ative to the folal present revenue requirements. PG&E states thafthis 

, .;.", method is consistent with 'the currerit ptocedure for allocating such costs. 

SDG&E and Edison ptopose instead to allocate these costs on the 

basis of equal cents per kwh during the rate freeze period. Edison believes using 

sys'tern average costs would be too complicated. SDG&E refers to Its propOsal as lIeasy 

to administer." 

DOD, CIU, and-CLECA/C~fA oppose SDG&E and Edison's 

method for allocdlingpublic purpose program costs, believing they ,,,ill shlft costs to 

high load fa:ctor customers. CAC/EPUC takes the same position, arguing that Edison's 

allocation would violate lhe provision in AB 1890 that prohibits cost-shifting. 

ORA believes direct access customers, utility full-service customers 

and bypass customers should pay the same amoun:ts for these types of costs. 

Accordingly, ORA would calcu1ate the charges as if all customers were served on 

bundled rates. This means direct access and bypass customers wou1d pay 

proportionally more than full-service 'utility customers on the basis of their distribution 

costs. 

\Ve diredthe utilities to allocate these program costs using PG&E's 

system average percent methOd, which~s dosest to current cost allocation methods and 

therefore accommodates AU iS90's'rates (r~ze and prohibition against cost-shifting. 

Although the rate freeze eliminates any practical effect of this dedsion, we agree with 
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CIU and CLECA/CMA that the cost allocatiol\ principles we adopt today will as a 

practical matter serve as the foundation (or future debates, if not the ultimate 

allocations, [oJ1owing the cnd of the rate fr~ze period. 

B. Rate DesIgn 

1. Calculating the eTC 
The ere is the ratemaking rt'lechanism designed to rC(O\'cr . 

une<onomic generating costs and other transition costs. Its le\'el is determined one way 

or another acoording to the level of other rate elements and with the limitation imposed 

by the rate Irreze mandated by AB 1890. 

The utilities propose to calculate the CTC as the residual cost after 

calculating aU other costs, including the pX price. Thus, the erc would be equal to the 

difference between the f(\te at the rate (reete levels at'ld the combination of all other 

costs - the PX price, the distribution rate, the transmissi6n rate, the public purpose 

program surcharge and the nuclear dE.'(on,missioning surcharge. The resulting actual 

level o( the eTC cannot be known in advance. Accordingly, the utilities propose using 

real·time pricing and "truing up" the difference alter completion of the settlements 

process with the ISO. Under the utility proposals, each custon1et WQuld be charged (or 

the eTC according to individual demand on an hourly basis. For direct access. 

customers, the erc would be calculated using the utility tariff schedule the custonler 

would subScribe to if it \vere not a direct access customer, that is, the "otherwise 

applicable rate." B6th dired access and fult-servireutiHty customers would experience 

erc rates that vary in an inverse relationship to the PX price. 

ORA, the Energy Commission, Enron and Southern Energy Retail 

Trading and Marketing (Southern) oppose the utilities' method of calculating the CTC 

for a variety of related reasons. Southern observes that under the utilities' proposal 

customers who pay market prkes for generation supply will always pay the same total 

prke (or generation regardless of the PX price, masking hourly changes in the price alld 

tailing to provide mear\ingful price signals. It also observes that customers whose 

generation prites are fixed will pay a lower total price at the t~n\e of system. peaks. 

, 
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Southenl beHe\'(>s customers will not have an opportunity to reduce their costs by 

shifting load to lower-priced periods, r('sulling in less efficient usc of the cledrkal 

system. Southern proposes that the Commission mitigate this problenl b}' requiring 

that the eTC be fixed o\'er a spedfied period. In order to assure the rate (f('{'ze is not 

compromised by this pricing t>Olicy, it would have the Commission impose a cap on the 

eTC. It also propOses to create a balandng account to adjust (or torccast errors and the 

cap. 

Enron makes similar comments, believing that by c['('ating 

'distortions in the market the utility proposals will discourage direct at\."ess. Enron 

propOses that the price volatility which would result (['on\ utility proposals be mitigated 

with rate design nleasures. EnrOll and Southern propose, as a"il alternative to averaging 

the eTC, that iilarketers be permitted to pay the eTC directly to the utility and to have 

separate arrangements \vith their own customers (or payment of the eTC. The proc('Ss 
. . . . 

would not invol\'e the utilities but be a private arrartgerr'tent betwt'Cn custon\ers and 

marketers. SOuthern also seeks inf?nnation (ron\ the utilities with regard to the class 

average etc to implement the proposal. Enron also argues that the utilities ofler no 

rational justification (ot having the CTC vary with load since CTC recovers fixed costs 

which do not vary with load. 

ORA opposes the utilities; residual calculation of the ctc propOsal, 

believing that it will make hourly pricing, including "virtual direct access" impossible 

because customers would be charged the same total rate in each hour of a TOU period. 

ORA argues this cOmpromises the Commission's objective to provide customers with 

market-driven prices signals during the transition period, consistent with D.95-12-063. 

Like Enron and Southern, ORA recommends calculating the eTC charge (or TOU 

customers as a rolling a\tera.ge {or each tau period in the customer's billing period 

based on an average PX price and residual eTC rate calculated (or the customer's 

othenvise-applicablc tariff. The Energy Commission makes similar observations and 

supports ORA's recommended alternative. 
. . 

(, Edison opposes proposals to forecast the PX price, believing that 

the task would be too difficult. Edison argues that the alternatives proposed by the 
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partics overlook a potcntial conflict between AB 1890 and a non-ho\lrly c(l1culation of 

eTC that could lead son'le customers to pay a hlgher-than-tariff enets)' (,ltc, a 

circumstance that would \'lo,,"itc the rate irC<'ze. 

PG&H also raist's corttcms with a\'cfdging the eTC, argutng that it 

masks the lotal cost of energy artd conflicts with provisions of AB 1890 that provide that 
.. 

direct a«ess customers are l\ot treated differently ftOm utility full-service custon\crs. 

SDG&E observes that the utiliti{'s' n\ethod is t~e only one prop<>sedon the record that 
. . 

assures customer bills will not change due to erc coHectioli, as It claims is required b)' 

AB 1890. 

\Ve understand the concerns raised by the parties with regard to 
. . 

the utilities' proposals to set the ere residually. It appears that in fad the result \"ill be 
to mask o~ severely distort price signals, creating system inefficienCies, especially 

among those customers 'who may be able to shift loads and thereby reduce peak system. 

, demand. (The prlre signals in~orp6tated in existing time-of-use rates of course would 

be ptesetved.) 'And customers will fail to realize cost saVirigsfrom more efficient use of 

energy, an ou'tcOI'lle which is contrary to our intent and to the intent of AB 1890. 

The modifications l1nro(t and SOutherrtJnade to their proposals late 

in the proceeding eliminated some of the controversy With th~ utilities. That is, the 

utilities may implement theit methods for calculating the erc residually, and still 

. accomn\odate to some extent marketets'concems about CTC variability. However, we 

believe that these solutions and the utilities' proposed residual method (or calculating 

t.iC would create an extra hurdJe that might discourage prospective non-utility energy 

providers ftom participating in the Calii6miaenergy market. The utilities' proposals 

(or teal-time residual calculatiOl\ of erC would potentially require alternative 

providers to undertake .substantial CTC forecast risk in otder to offer attractive energy 

prices. At a minimuO\J the utility prOpOSals would increase the degree of sophistication 

necessary to de\'elop attractive direct access or departing load service arrang~ments. 

To prevent any potential barriers to entry of prospective non-utiHty 

energy providers and to ensure impleMentation of effective tlme-difleientiated prIce 

signals that have long been 6rte of the paramount goals of out electriC restructuring 
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initiati\'~, we will reject the utilities' proposals. Instead, we will n\odify ORA's 

proposal by implementing an avcraged, eX-pOst, energy cost for utility service 

customers that in tum-through residual calculatiol\-'-provides all. averaged eTC rate 

(or all cllstomers. Calculations of the averaged. energy costs and the derived averaged 

eTC charges will be made for each rate class. 

Ayeraging is done fiist on a weekly basis, and then a rolling 

a\'crage of usually lour weeks is calculated to rover the different monthly billing cycles 

for different customers. The series of resulting approximately on~month averages of 

PX energy costs is used to calculate residually the corresponding averitged erc on a 

billing-cycle basis. We believe that a month is theminimally-acceptabJe period for 

calculati~g the averaged eTC. HO\\'ever \\>e ate open to proposals for longer averaging 

periods and lor proposals that use !oiuaslt'd pX energy costs. \Ve invite parties to 

collabOrate in a workshop format to reach consensus Oil a proposal that would have a 

longer a,~eraging period, and/or use a forecast of pX energy costs, and submit such a 

proposal to us for our consideralton no later than October I, t 997. 

In the weekly averagin~ utilities shaH use hourly pX energy cOsts 

in each ,\'eek and class load profiles lor each rate class (the profiles including both 

utility service and direct access customers) to calculate an average pX energy cost fot 

utility service customers in that rate group. Beciill5e billing cycles span 'multiple weeks, 

the average pX price for all calendar weeks from the time of a cllstomer's previous 

billing through the week prior to the current billing shall be averaged to obtain a 

monthly average PX energy cost. The resultirtg averaged PX energy cost shall be 

applied to all sates to all utility~service customers served on exi~ting rate schedules in 

each rate group during the billing month, with the averaged ere charge calculated 

residually for each schedule and each bilHrtg rrtonth. Utilities shall implement this 

method in such a way that customers receiving service under TOU schedules continue 

to experience their respective frozen tin\e-difletentiated total rate levels. Utilities shall 

apply a similar averaging'n\ethOdology to any othernon-:CTC functional rate 

components for u.tility service custon\ers that vary'with time. 
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The result of this approach is akin to an avcr,lgcd CTC that wi11 not 

fluctuate wildly over lime and will be tdentical for utility-service (including virluat 

dirtXt access), direct access and departing l~,d custon\ets taking ServiCe under the same 

tariff $(hcdul~ used for purposes of erc benchmarking. For bundled-service 

customers of the utilities, rates will not rise above frozen levels. 'rVe find that this 

design is Consistent with the rate freeze provisions of AD 1890. \Vc do not consider 

instan<x>s where customers t\llulJtarily select a service option, like direct access or Virtual 

dire<:t access, that sometimes produces rates exceeding the rate they ~ould have paid 

on June 10, 1996 to be in ronflict with AD 1890. Customers always have the option of 

returning to a frozen~rate schedule if they wish. 

Our approach is simpler to inlpleO\ent than the utilities' proposals. 
" " 

Utility proposals involVe hourly metering of (oI\Surnption-<>r ptoX}ring such hourly 

consumption with load ptofiles--of all direct access and departing load customers, 

then real-tin\e residual CTC calculation, arid finally application of this changing hourly 

ere to the real-time load of each direct a<:ccss and departing~load custohler. In 

contrast, under the approach we adopt here," transition ~ost recovery calculation is 

simplified, becauSe the residually-determined amount is a single, stable amount Over 

monthly calculation peri6ds. Howe\;et, because the utility billing C)'c1e varies for each 

customer over the w"eek and month, son\e lag in the procesS of issuing bills may be 

reqUited to accommodate our chosen approach fot calculating the eTC. Utilities should 

address this issue iIl pro-forma tariffs that \vilt be develOped in preparation for the 

workshop to be held in August. 

2. Virtual Direct Access 

In previous orders we have addressed how cllstomers who do not 

participate in direct access may opt for "virtuafdirect access" by relying on real-time 

(hourly) meters. In 0.95-12-063, the Preferred Policy Decision setting out the 

framework for electric restructuring, we stated our support for virtual direct access and 
"" -

real-time pridilg because it -would increase systeine(fidency and offer customers 

improved service options. In 0.97-05-040, out Direct AccesS decision, we reiterated 
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e th('sc goals. \\'c noted c.nliN the probl('m with the utilitil'S' proposals (or c<llculating 

eTC that they mask the ('nergy cost signals that eustOn\NS nred in ord('r to take 

advantage of real-time metering options like virtual direct acocss. Olir adopted 

len'lized eTC calculation methodology in f.let expressly is d('signcd to O\'('f(Onle that 

problem by pem\itting v,uiations in rx energy costs to "shine through," so to speak. In 
tum, ronsunters with teal·time metering options like \'irtual dircd access can use that 

valuable infomlation to lower their total energ)' costs. 

, 

Of course .. it wfll be important tor utilities to provide new; virtual 

direct acocss services and tariff offerings (or thei,r customers that would promote the 

efficient use of energy. \Ve therefore direct the utilities to propOse such serviCes and 

tariffs in their con\pliance tariff filings. Section 378 allows utilities to offer to propose 

new sentiCes and tariff offerings that accurately reflect .. among other thiI1.gs the Costs of 

providing those ser\'iC\.~. Such new, virtual direct acceSs services would not be bound 

by the rale-freeze proVisions of AB 1890 that apply to existing services. 

3. erc Impact on Baseline and CARE Rates 
Baseline rates provide lower cost electricity for the first units 

residential cllstomers use. Subsequ('nt units are priced at soinewhat higher levels. Low 

income customers receive discounted rates putsuat\t to the "CARE" program. The 

parties address the issue of how to set baSeline and CARE rates to include the eTC and 

retain the rate diflerentials following the rate freeze period. PG&E and SDG&:E propose 

a rale differential between baseline and other rates for the distribution rate and erc so 

that the rate structure after the CTC is removed (ron\ the utility's rates would continue 

to reflect the CARE and baseline rate structure. Edison proposes the differential be 

reflected onl}' in the CIC during the tern\ of the rate freeze. ORA argues that Edison's 

approach does not properly anticipate the period follo\ving the rate freeze with regard 

to baseline rates. TURN/UCAN add that Edison's proposal compromises Con'lrnission 

'objectives to (>stablish cost-based rates. Under Edison's proposal, the only difference in 

rates between baseline customers and other (ustomers would be in the level of the erc .. 
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Edison comments that customers wiU pay the samc baseline and 

nonbaseline rates, regardless of the differential, be('<UISC total rates will not change. 

Edison propo5('s to revisit the matter at the end of the rate freeze period. 

\Vc agree with ORA and TURN/UCAN that Edison's proposal to 

reflect baseline differentials only as part of the crc is contrary to our objecti,'c to 

promote cost-based rates. \Ve thereforc adopt the proposals of PG&E and SDG&E (or 

baseline and CARE rates. Edison shall amend its rate design for baselines rates 

accordingly. 

4. Edison's CARE Surcharge 

Edison proposes to impose A separate CARE surcharge on 

customer biBs rather than include the costs ~md discounts of the CARE program in the 

public purpose programs surcharge. TURN/UCAN oppose this separate surcharge, 

arguing that Section 381 (a) antlcipatcs the establishment of the puhlic:purposcs 

program surcharge te) fund programs described in Section 382, an\ong others. CARE is 

described in Section 382. 

\Ve concur with TURN/UCAN's interpretation of Section 381(a) 

and direct Edison to iridud~ all CARE program costs, including the discount .. in the 

public purpose programs surchargt'S. 

5. Edison'S Domestic Seasonal Rate Adjustment 

Edison currently has a Domestic Seasonal Rate Adjustment which 

guarantees that Edison recoverS distribution and generation revenues which would 

otherwise fluctuate seasOnally. ORA testified that the adjustment would potentially be 

anticompetiti\'e because it is not available to cOfllpetitors who nlay be subject to 

seasonal revenue fluctuations as well. ORA argues that differing sun\mer and winter 

distribution ratt'S could create market distortions that could create subsidies or hurdles 

for competitors. ORA proposes that Edison should be required to justify any proposed 

continuation of this adjushnent in its tariff filing. 

We have some conccIllS about ratemaking ~()n\'entions which are 

designed for the sole purpose of shielding the utilities from risk and which might 
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olhen\'jsc create market distorliollc;. \Ve cannot hOWe\'N dClNmine how ORA would 

ha\'e Edison further justify the adjustment. \\'e do not eliminate the adjustment here 

because doing so ma)' change Edison~s risk, an outcome we ha\'e stated we wi11 a\'old in 

e this prOCeeding. \\'c may howe\'cr n.,~nsidcr the adjustment in the next proceeding 

which addresses ratemaking issues (or Edison. 

, 

6. Bill Credit Procedures 
The utilities propose to implement the 10% rate reduction for 

residential and commercial customers by providing a bill credit. \Vhile no'p<nty objects 

to the p,roposal, ORA beUeYe5 customers who re<:eive the rate reduCtion and 

subSequently switch to a tariff not subject to the associated charge (or paying off the' 

rate reduction bonds, should tcfundthe6rigina'1 rate reduction amounts. 

\Ve reject ORA's proposal on the basis that it sets up a potentially 

complex mecha'nism without 'any providing any substantial benefit to customers, 

because t~e number of customers who ate able to take advantage of such a scheme 

unfairly is likely to be small. The utilities hill credit proposal is adopted. 

\Ve also adopt the propoSal ot the ~1crred IrrigatiOl\ District to the 

effect that a customer who leaves a utility system in order to tak~ service from any other 

entity which must impose a public purpose program surcharge pursuant to Section 385 
, . 

shall not pay the initial utility#s surcharge going fonvard because the customer will be 

paying the charge to the new entity. 

7. PX Energy Charges 
The calculation of l>X energy chargeS is critical to residually 

dctcm\ining the eTC. Each utility ptesented a method for this calculation which (orms 

the basis for the credit provided to direct access customers. Edison proposes using the 

weighted average of the day-ahead and hour-ahead prices, adjusted for administrative 

costs, settlements, ancillary serviCes, and congestion fees. 

Edison proposes to add settlement costs to the PX energy charge in 

the (ollowing hilling periods. Edison is the ()nly party who made detailed prOpOsals on 

how the PX energy price should be trued up after the ex-post settlement ftom the 
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Iso/rx arc r('('Civoo and how the result should be rcfledcd in clislon\ers' bills. The 

Commission adopts Edison's proposal for reflecting ex-post seltl('m('nts. 

Edison also proposes that all (USlom('fS should pay for the costs of 

unaccounted for energy. If the ISO bills the utility tor all unaccounted for cnergy, 

Edison would r('('over these costs from aU customers. If FERC appro\'cs the proposal 

contained in the March 31 FERC filing to allocate una«ountcd for energ)' to scheduling 

coordinators, the cost of una<xountcd for energy should be treated in a similar manner 

as treatment of settlement costs. Edison proposes to incorporate costs that are assigned 

to aU scheduling coordinators into the PX energy charge and to credit these costs to 

direct access customers. \Ve will direct that any ISO costs that are assigned exdusi~ .. ely 

to the utility (or services provided on behaU of an customers should be reco\'eroo fron) 

aU customers, regardless of generation provider. 

8. Rate Destgn for DistributIon, PubliC Purpose Programs and 
Nuclear DecommIssIonIng Costs 

\Ve adopt Edison's p':roposal to design and escalate nongeneration 

ratcs according to the method approved in ih\ nongeneration PBR decisionl and then 

subtract the transmission rates from the nongeneration r.lles to arrive at distribution 

rales. In addition, the utilities' proposed tariffs should present rate design methods for 

public purpose progrllms and nuclear decommissioning (Osts so that these costs Are 

recovered from customers through non-tinle differentiated energy charges specific to 

each rate group. 

9. Unbundltng and Contlnuatfon of Flexibl& Pricing Optfons 

Edison proposes to adapt its Flexible Pricing Options (FPOs) to 

accomI'nodate the PX rnarket stntctqre and dired access sO that several of its FPOs C.ln 

remain open to new custonlers, including direct atccss customers, upon cornmencement 

of the PX. \Ve will adopt th('SC uncontested proposals, which Edison believes are 

necessary in order tor it to administer the FPOs as of January 1, 1998. 
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10. Large Power Rate DesIgn Issues 

CLECA/CMA raised issues ron<X'ming Edison's ('5(\llation 

mcthodolog)' for nongener,llion ratcs, large power r,He design and treatment of 

interruptible credits. 

a. EscalatIon for Nongeneratlon PBR Base Rates 

CLECA/CMA believe Edison's proposal to keep T&D denland 

charges fixed is unwise because it is increases in demand, rather than cnerg}' 

consumption, that cause higher T&D costs. 

Duc to the rate (rreze nlandated by AB 1890, Edison was 

prohibited from ('5calating (ustomer and dem.lnd charges above its Junc 10, 1996Ic\·els. 

Therefore, in its paR filing. all escalation amounts were converted to a ('('nts~Per-k\Vh 
basis and added entirel)' to base energ}; charges. The PBR decisIon specifically 

authorized all rates to be escalated h}' CPI-X. Consistent with the PBR decision, it is 
reasonable to escalate the energy charges. 

Edison's methodology of converting the escalation of 

nongeneration PBR base rates entirely into en:rgy chargesl even for schedules wlih 

demand and customer chaigesl is consistent with current adopted methodology and is 

adopted. 

b. Aligning Schedule Revenues with the Allocated Revenue 
Requirement 

In instances where Edison's development of nongerieration 

marginal cost-based customer and demand charges produce mote re\'enue than the 

allocated revenue requirement (or a particular schedule, Edison has reduced the 

nongeneration time-related demand charges to align schedule re\'enues with the 

allocated revenue requirement. \VithOllt this adjustment, nongeneration energy rates 

would beron\e negative. Therefore, it is reasonable to I'cfle<:t this adjustment in the next 

most variable charges. 

In instances where marginal cost-based cllstomer and demand. 

charges· (or "1 schedule do not eoUCel the allocated revenue requirement, the imposition 

e of an energy charge is appropriate. 
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CLECA/CMA sugg('sted using an EPMC (actor to increase all 

transmission and distribution. components. This is inconsistent with how the 

nongeneratiQn PBR base (atesl which arc escalated to arrh'e at 1998 r,ltes, arc 

establishC\tAlso, adjusting these components would r('sult in pri«'s that de\'iate from 

marginal costs. \Ve adopt Edison's methodology. 

c. Edison's Flexible PricIng ()ptlOns Should Be Unbundled 
and Made Available to Both Bundled Utility Customers 
and Direct Access Customers 

Edison presented testim()ny onlwo aspects6f its FPOs. The 

first aspeCt is the unbundling of these rate 'options to make them rompatible with the 

availability of a PX price and the Commission's desire to have the PX price be reflected 

in customers' rates without an}' mark-up or n\odification by the utility. The second 

issue relMes to making these options availabJe to dired aCceSS Cltstonlers. Customers 

. who rna}' elcct to take Service on these options should not be predudcd from engaging 
. --. "~ 

in direct access transactions. From a technical and ral~making po~n(~f view, there arc 

no impediments to making theSe options a\'ailable to direct acCess customers. Edison 

plallS to prestnt the revised tariffs'to accomplish this object in the tAriff phase of this 

proceeding. \Ve adopt Edison's proposal. 

d. Interruptible Credits 

Edison has proposed to reflect the interruptible credit in a lower 

ere charged to interruptible customers. CLECA/CMA rtl"de an alternative prOpOsal 

to refJe<:t some of this credit in a lower transmission charge. \Ve adopt Edison's 

proposal in part because we have no jurisdiction o\,er transmission charges and seek to 

reso)ve the matter here. 

11. Distribution Line losses 

Edison has proposed to use average loss factors to calculate costs 

associated with line losses, and to recover these costs from all customers as a non-PBR 

distribution rate component. PG&B and SDG&B did not address this issue. 

CLECA/CMA pr6posed ~ formula for cOmputing hourly 

distribution line losS factors. CLECA/C~{A developed these factors from Edison's 
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a\'('f\\gc factors used in Edison geller\ll rate C3S('S, ORA s\lpports 'he CLF.CA/CMA 

methodolog)' . 

Testimony of ORAl CLECA/CMA and Edison conrerning the 

settlements prOC'('ss supports the importancc of using aCCllc\\te hourly alloc\ltion factors 

in minimizing system-wide rosts and ensuring accur\ltc cost allocations that avoid cost 

shifting. \Ve believe CLECA/Cl\1A's methodology accurately represents these lo~s 

and therefore we adopt it. \Ve direct PG&E and SDG&E to file similar proposals for 

implement.ing hourly distribution line loss calculations in their Ad\'ke letter filings. 

IX. Master Meter I$$ues 
. . . 

A. . Minimum Average Rate LImiter (MARL) 

Wl-.fA proposes to n--ducc the MAR (or t-..fARL for PG&E) (or master-

metered customers who elect direct at<ess. The l\1AR applies to master-meterC\.i 

customers only and establishes a minimum level for recovery of energy costs and the 

Commission fee. \Vlo.·fA proposes that the utilities r&-iucc the ~fAR to reflect the 

utilities' cost of purchased po\,tel'. \VMA observes that the utilities 'will still be able to 

recover purchased power costs authorized in the CTC. 

Edisonand PG&E oppOSe \VMA's ptoposal. PG&E responds that AS 1890 

mandated a rate freeze at levels in effect on June 10, 1996 which would be \'io1~ted 

under \VMA's proposal. PG&E explains that it \"Quld treat master-metered customNS 

electhlgdirect access just as it would treat all other customers, that is, master-metered. 

customers \\;outd only pay that portion of the MARL attributable to costs not related to 

PX energy. Edison I'l\akes similar comments, adding that \V~{A's proposal could result 

in the utility selling its master-metered customers its services at a negati\'e rate. 

We do not adopt \VMA's proposal be<'ause it wou1d effectuated a change 

in rates which is contrary to AB 1890. As they propose, the utilities will reflect the PX 

energ), cost by way of a cred'it to the customer who chooses direct access. 

B. Funding Costs to Implement Direct Access for Tenants 

. WMA prop~ses that rrtastet-Irtetered customers be offered an additional 

e discount on submetering to fund additional capital and operating expenditures park 
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own('fs require to implrn\cnt direct ac«'ss (or their tenants. Specific"U)" \VMA S3)'S 

direct ac(ess will create new rosts (or park owners bC<'ause of the need (or them to 

educate and train customer and park employees, to change tenants' bills, to 

acron,",odate competitors making sales presentations to park residents, and to provide 

(or direct access metering. 

PG&H and Edison oppose WMA's proposal on the basis that it would 

violate the ratefreelc required by AS 1890 by providing a discount to suhmetercd 

customers beyond that allowed by AS 1890. 

\Ve concur with the utilities- position that \VMA's proposal represents a 

rate change which is contrary to AB 1890. \Ve understand that -some customers may 

incur transactions costs as a result of electric restructuring. WMA's proposal requires 
- - -

that either t.he utilitieS or other customers should bear those costs in higher electric bills, 

an outcome which we cannot adopt. If WMA belle\'es park owners should receive 

higher stlbmetering discounts because the cost of service to thcm wiUbe lower or 

because the utilities' avoided costs will be higher under direct access, it may propOse 

discount changes in fonm\s where we consider utility revenue requirements. 

C. Tariff Modifications fOf Master·Metered Customers 

Wl\tA proposes that utility tariffs specify< that tenants' bills will not be 

unbundled by the park owners. Edison opposes the suggt-stion, observing that tenants 

of master-metered park owners are not Edison customers and therefore utility tariffs 

should riot specify the relationships between park owners and tenants. 

We reject WMA's proposal because, as Edison poil1ts out, it assumes a 

reiationship between the utility and the park tenants that does not exist. Park owners 

are responSible (01' the bills they render to their -tenants, consistent with existing law. 

X. Bill Format Issues 

To effectuate unbundling, the utilities will need to change their customer bills 

to provide adequate information to custon\ers about -their energy choices and the 

seivicesc~ey are receiving. The parties ~gree that the information should be dear 

and avoid confusion. Generally, the utilities proposed billing formats in 
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e consider,lUon of these objectives, although the ('xtrnt of information the utilities 

proposed to provide was the subject of some dispute. The utilities emphasizro that 

modif)'ing their billing systems "'ill require substantial tinle and effort. Edison in 

particular urges a simple bill format and warns the Commission that it may be 

unable to program its biHing system in time if complex changes to the system are 

required. 

\Ve appreciate the utilities' concerns regarding the timing of bHling format 

chan6(>S' Be16w, we propOSe certain minimal bill format changes which should be 

implen\entcd January I, 1998 and require the utilitieS to provide additional detail 

oveitime. As a practical matter,we do not believe most customers \\'iII require the 

most detailed le\'el of h\formation proposed here in the in\m('diate future. As 

competition in energy markets takes hold, customers will require more and better 

information, which our adopted schedule will ac(ommodate. 

A. Rste Reduct/on Credits 
AU three utilities propose to reduce rates to residential and small 

comn\ercial custon\crs by 10% beginning January I, 1998. By ruling dated Jai\uary 31, 

1997, the assigned ALI detern\ined that the COn\mission , ... ·ould consider n\ethods (or 

doing so in this proceeding. The reduction is one condition of the utilities' ability to 

recover stranded inVestment thr~ugh the CTC. 

Allo( the utilities propose to implement the rate reduction as a bill credit. 

SDG&E proposes to provide a bill credit to eligible customers. PG&E proposes to . 

redu~e all unit charges by 10%, a proposal SDG&E believes may be difficult to 

administer. TURN proposes that the utHities be required to ch(\rge the entire discount 

to the erc in order to assure that customers receive the (ull benefits of the reduction 

intended by AB 1890. Consistent with TURN's recornmendation, PG&B will account for 

the reduction as erc. ORA states it is satisfied with the utility proposals with the 

modifications PG&E made in its supplemental testimOl)Y· 

\Ve will adopt the utility proposals to reduce eligible customers' bills by 

10% and to account (or the bill credit as reduced CTC for direct access customers, the 
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credit will be applioo to a customer's bill under its oth('"\·isc-applic.,btc schroule before 

the bill Is reduced by the PX cost. 

B. Power Exchange Prices 
Bills must pro\'ide pricing information which will permit custon\ers to 

make reasoned choices between energ}' suppHers. ORA and Farm Bureau observe that 

rx prices must be included on customer bills in order for customers to evaluate 

competitors' bids. 

PG&E proposes that lot direct access customers served \\'ith the use of 

statistical load profile and ,\·ith full service customers, the prite that appears on the bill 

will be the average pX prices for the month. Foi direct access customers, the prices will 

be based on the hourly PX price and the hourly-specific loads for each custon\er. 

Recognizing that settlement priCes from the pX will not be available for 60 

days, PG&E proposes that customer bills estimate the PX priCe and be subje<t to a tnte­

up the following month. PG&H also proposes that the Commission reconsider this 

approach if it does not appear to accomplish COlumission Objectives. 

Edison proposes to include the rX energy price it paid during the biliing 

cycle, based on the customer class load profile. Direct access customers would alsO 

show a dedit fot customet-spedfic avoided energy costs based on the PX energy price. 

SOC&E ~proposes providing customers the option of receiving PX price iniomlation, 

arguing that TURN/UCAN's proposal to provide an customers thf> iiiite and emission 

profile of aU'energy sources will create too much confusion. 

-'ORA recorrtmends that SOC&E's bill include the PX price. 

\Ve adopt the proposals of Edison and PG&E and direct SDG&E to 

include PX pricing information on its bills, either in the format presented by Edison or 

PG&E. As SOC&E propOSeS, customers should be provided additionalinformatiori 

whenever the utility has the infonhation. 

C. Extent ()f Unbundling Rates on Bills 
. -

OOD proposes that the utilities be required to unbundle rates for various 

rates elements, including -tninsmissioh, distribution, public benefit program costs,-

, 
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nudeM decommissioning (Osts, demand-side n)anagement (DSM), CTC, and rx 
cxpenses. The Energy Commission would lequire a sinli1ar le\'cl of detail, observing 

that AB 1890 stated an intent that the utiliUC"S pro\'idescparate charges for transmission; 

distribution, transition costs, cnvironmental costs, and low·income progr,'m costs. 

TURN lUCAN also rc<ommcnd that the conlponents of the CTC be 

identified on bill inserts. The categories are unetonon\ic nuclear generation, 

uneconomic fossil fuel generation, un~"'Onornic purchased pOwer tonlr~'cls and /tother." 

The percentage of the charges for each of these categories would be determined based 

on the outcome of Phase 2 of the CTC proceeding (Application (A.) 96--08-001, et al.). 

CAL-SLA propose that Edison and PG&E foUow SDG&Ws lead and . 

(1) provide customers "'lith the option of a detailed or siinple bill, (2) Separate the PX 

price from the CTC on each bill, and (3) include ihe"Reed Schmidt Footnote" on each 

bill, which e>'1'lain5 that the generation charge is based on the costs of purchases 

through the PX which are subjed to competition and which would inform the 

customers that electricity may bepurchascd from another supplier. CAL-SLA suggests 

that if PG&B and Edison are unable to impJgnlent sound billing information practices 

by January 1, 1998, they should be ordered to do sO no later than June 1, 1998. ORA 

generally suppOrts CAL-SLAts reCommendations. 

PG&E would not go this (at in unbundling rates. As discussed earlier, 

PG&E is not prepared to unbundle rates on January 1, 1998. Edison objeCts as weill 

arguing that listtng such items as ere and nuc1ear decommissioning charges do not 

enhance the customer's ability to compare value. Edison also observes that providing 

such information is costly. 

\Ve believe customers ate entitled to iriforrnation about the services and 

investments (or which they are paying. \Ve balance this view with the cost o( providing 

such information and the confusion it can create (or customers who simply want to pay 

their bills with the confjdence that they correctly identify the services received. We 
- _. 

adopt the recoinmendations of parties who suggest that bilJsshould sepatat~ Iy identify 
- . . 

the following components: energy, transmission, distribution; eTC, public purpOse 

programs and nuclear decommissioning costs. These rate elements should be lully 
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unbundled consistent with the (unctiona) rate tab]('s presented by PG&E in Appendi~s 

4A and 48 in Exhibit 1. \Ve also adopt the Reed Schmidt Footnot('. The utilities shan 

therefore include on their bills an easily-Identified explanation of the PX prke as 

loHows: 'iThis charge is based on the weighted average costs for purchases throllgh the 

Power Exchange. This service is subject to competition. You maypuichase ele<tridty 

from another supplier." \Ve reject proposals to go further at this ttme. In order to 

provide the utilities adequate lime to identify these charges, we will direct th('n\ to 

include the charges on bills no later than June 1, 1998. Prior to the date of unbundling, 

the utilities shall ptovide information regarding PX prices. 

D. Other Bill In/ormation 

ORA propoSes'that the utilities periodiCally provide infotmation on 

resource mix and eiwiror'u'llentalcharacteristics of electricity purchases. TURN/UCAN 

propose a sirrtitar typc-of in(ormation but with considerably mote detail regarding 

emission profileS (01' various resources, consistent with the National Association o( 

Regulatory Utiiit), Commissions' (NARUCJs) Resolution No.17. SDG&E objects t() 

inten'enor proposals to prOVide such information. 

\Ve believe the type of infomlatioI\ TURN/UCAN and ORA would have· 

the utilitiesof(et with regard to air emissions is important and llseful. Nevertheless, \':e 

do not believe aU custon\ers will find ituselu1. \Ve will direct the utilities to colleet the 

data requited to provide the infom\ation to customers who request it and provide the 

infonrtation annually in a bin inSert. Utility biHsshciuld notify customers that the 

infom\ation is a\'ailabl~ beginning January 1,1999. The Energy Commission notes in its 

comments that the utilities will need to obtain the information Uomthe ISO/PX. \Vhile 

we cannol here order the lSO/PX to track the infom)atioIl, we urge them todo so. If 

they do not, the utilities should notify the Executive Director ot their ii'tabiUty to 

provide the associated customer information. 

• 

• 
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Findings of Fa¢t 

1. On March 19, 1997, CIU, CLECA, CMA, 000, ORA, rc&E, SDG&E, and Edison 

filed a "Joint Motion for Adoption of Retail Transmission Rate Stipulation." No party 

protested the motion or the slil')ulation. 

2. In its June 5, 1997 filings before the FERC; the Comn\ission stated its supp?rt (or 

the proposition that the FERC should defer to the Commission's ~"Omn\endations 

regarding re\'enue allocations and rate design for unbundled retail transmission 

servia\ as proposed by the March 19 stipulation. 

3. The application of differing revenue allocation and rate design to retail 

transmission and retail distribution rates might result in significant shifts in cost 

responsibility beh':een retail customer classes, contrary to the provisions of AD 1890 

\\'hich prohibit the Commission (rom approving (Ost shilts beho;eeI\ customer classes. 

4. The rate design and revenue allocation methods set forth in the Match 19: 

stipulation appear Consistent with Commission practice aJ'\d polity for each utility and 

appear to be consistent with FER-C's open access policies. 

S. The utilities propose that the CommiSsion adopt distribution reVenue 

requirements equal to the diffe~nce between the total nongeneration revenue 

requirements and the transmission revenue requirements adopted by the FERC. 

6. One of the Consequences of eleCtric industry restructuring is the increased role of 

the FERC in setting transmission rates and revenue requirements. 

7. The utilities' proposed method for developing distribution revenue tequirements 

would effectively require this Commission to ignore FERC findings regarding the 

reasonableness of utility reVenue requirements proposals and to include in distribution 

revenue requirements costs the utilities have identified as related to tranSmission. 

8. Establishing a distribution revenue requirement which is pren\ised entirely on 

the findings of FERC would be a delegation of Commission authority to FERC. 

9. If the potential for disparate ratemaking deCisions ofthe FERC and the 

Commission creates risk for the utilities, it is risk already anticipated by AS 1890 and 

• previous Commission dcdsions. 

-54 -



•• A.9~12-00get at ALJ/KIM/rmn t • 

10. The utilities will discontinue their roJe in electric dispatch and system control 

. beginning January 1,1998. Nevertheless, the utilities seck to recover rc\'enue 

requirements prc\'io\lsly authorized to conduct generation dispatch and control 

activities. 

11. The utilities ha\'c not demonstrated that the re\'enue fl"'quirements (or' dispatch 

and co~trol will be required beginning January 1,1998. 

12 .. The utilities' cost of capital may change in various operations as a result of 

industry changcs. The need for an asSOCiated review is not urgent. 

13. SDG&Eis escalation method applies recently adopted PBR escalation rates. 

14. Permitting the utilities to recover generation costs in the CEMA would provide a 

compClith'e advantage to the utilities in generation markets. 

15. Pem\itting the utilities to recover generation costs in the·HSCLS would provide a 

competitive advantage to the utilities in generation malkets. 

16. SOme costs of generation may be fixed over the short or medium term. 

17. The utilities propose to allocate all fixed A&G costs to distribution rates. 

18. All generation companies will incur fixed costs. 

19. All generation companieS nlust ultimately recover all of their fixed costs in 61'der 

to be viable. 

20. The utilities will have opportunities to reco\'er fixed costs loHowing the' 

introduction of direct access. 

21. Edison proposes to include certain SONGS and Palo Verde generation costs in 

distribution rates. 

~2. Edison and SDG&E propose to include in distribution rates the costs of 

marketing and customer service that they have not den\onstrated are attributable to 

distribution operations. 

23. Some of the costs associated with franchise (ees and uncollectibJes are 

-attributable to generation operations. 

14. PG&H proposes to create a nonbypassahle charge and associated balancing 

account for Diablo Canyon ICIP prices that exceed market prices. PG&E does not 
prOVide any analytical or policy support (or its proposal. 
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25. loc Commission has not heretofore approv~ of PG&E's proposed Diablo 

Canyon ICIP charge. 

26. Edison proposes ~tAM, a nonbypassable surcharge and aSS()(iatcd balancing 

account for the costs and revenues associated ,,'ith 39 separate ac«>unts, including the 

costs associated with its fuel pipeline terminal company which are currently included in 

Edison's PBR. 

27. SOC&B proposes a MA~1 associated balancing account for the Costs and 

rcVenut'S of 5e\'eral separate accounts related t6 generation. 

28. the MAl\t and Diablo Canyon ICIP acrounts would irouce utility risk from that 

anticipated by AB 1890 and previous Commission decisions. 

29. Many of the rosts in Edison's proposed ~1AM account are unrelated to 

distribution operations .. 

30 .. As part of a comprehensi\'e regulatory program, AB 1890 authorized re(overy of 

unC(:onomic utility generation costs by way ()f the erc which is tObe eliminated no 

later than March 31, ~OO2. AB 1'890 sct forth excepti()ns to the recovery of uneconomic 

generation costs by way o( the CTC. 

31. The nnC(:onomic generation costs included in the l-.iAM accounts and the Diablo 

Canyon ICIP account are not among the exceptions listed in AB 1890 of uneconomic' 

generation costs which are recoverable by way of the erc. 
32. PG&E proposes to repJace the existing ECAC and ERAM accounts with a TRA 

which serves the same purpose and functions the same as an ERAM account by 

guaranteeing tecoveryc:.f authorized reVenues. 

33. The Commission is considering ERAl\1 and ECAC accounts in the Ele<:trk Tariff 

Streamlining workshops. 

34. Edison's revenue allocation proposal, \"thich applies the EPMC method on the 

basis of total revenuC51 is closest to existing revenue allocation methods and avoids an 

embedded cost approach. 

35. AB 1890 provides that residentialand commercial customersreceive a 10% rate 

discount and pay olf the tate reduction bonds issued by the utilities. 
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47. \\,MA's proposal to roouce the MAR would d('<lively roouce Mtes for master­

metered customers, in \'ioJ.llion of AB 1890's r~'te (rCC'ze pro\'isions. 

48. \VMA's proposal to discount r~'t~ to n\aster-meten.'<i customers to fund dir('<t 

access costs is rontrM)' to AB 1890's fate (rreze l'rovisions. 

49. \VMA's proposal to require tariffs to specify that tenants' bills will not be 

unbundled by park O\ ... ·ners wrongfully assumes a relationship between the utility and 

the park tenants that does not exist and intervenes in the business relationship between 

park owners and their tenants. 

SO. Hourly distribution tine loss factors ate essential (or minimizing system-wide 

costs and ensuring accurate cost allocation that avoids cost shifting. 

51. Requiring the utilities to chatge the 10% discount mandaledby AB 1890 to the 

CTC will assure that custon\ers reeei\'e the full benefits of the discount. 

52. Providing PX price information on customer bills and a notice regarding the 

availability of con\petlth'e eneeg)' sllppliers will promote tuston\et education about 

energy alternatives. 

53. Customers WQuld benefit by having separately identified charges for enrrgy, 

transn\ission, distribution, eTC, public purpose programs and nuclear 

decommiSsioning costs. 

54 .. Not aU ~ustomers are likely to find useful information regarding emission 

profiles for various generation resources. 

55. FG&E and DART agree that I>G&E should continue to bill BART conjunctively 

(or bundled and direct access services. 

Conclusions of Law 

1. The Corrul\ission should supporlthe transmission revenue allocation al\d rate 

design proposals included in the Joint Motion filed on March 19, 1997 and adopt those 

proposals to the extent permitted by law governing state and federal jurisdiction. 

2. Section 454 requires the Commission to issue findings with regard t6 the 

reasonableness of utility rates. 

3. AB 1890 retains the Commission's authority to allocate-costs among customers. 
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4. The Commission should adopt the distribution re\'enue requirements proposed 

b}' the utilities in this proceeding with the adjustments set forth in this d('(ision. 

5. The Commission should reduce distribution reyenlle requirements h}' amounts 

allocated to generation dispatch and rontrol. 

6. The Con\mission should defer to the findings of R.92·03·0SO and subsequent 

ratemaking pr()('("e(lings in considering )ine extension allowance niles and their e((eds 

on revenue requirements. 

7. The utilities should be ordered'to propose modifications to their cost of capital or 

justify existing cost of capital te\'enue requirements in the generic cost of capital 

proceeding. 

8. The Commission should adopt SDG&E1s n\('thod for escalating revenue 

requirement. 
, -

9. The utilities should be prohibited from entering into their CEMA accounts any 

costs associated with generation. 

10. The utilities should be prohibited from entering into their'HSClS accounts any 

costs association with generation. 

11. The utilities' revenue tequiren\cnts for distribution should be reduced to 

recognize a lair allocation of A&G costs beh ... ?cen distributionl transmission and 

generation, as set forth in this decision .. 

12. SDG&Eis and Edison's revenue requirements (or distribution should be redu~--d 

to reCognize a tair allocation of customer service and marketing costs between 

distributionl transmission and generation, as set forth in this decision. 

13. The utilities; distributioll revenue requirements should be reduced to recognize a 

lair allocation of FF&U costs between distribulionl transn\ission and generationl as set 

(orth in this decision. 

14. The rules of statutory construCtion provide that where exceptions to a general 

rule are specified by statute, other exceptions are not to be implied or presumed. 

15. PG&EJs request to create a nonbypassable chargefor Diablo Canyon ICIp costs 

. that ate aoovemarkct prices should be denied. Regulatory treatment of associated 
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costs should be considered in the procC('ding addrrssing appropriate components of the 

CTC. 

16. Edison's requcst to create a nonbypassabJe surcharge and balancing acoount for 

costs set forth in its ~fA~f proposal should be dcnted. Associated costs should be 

allocated to various functions as set forth in this decision. 

17. SDG&E's request to create a nonbypassab!e surcharge and balancing a«()unt for 

costs Sci forth in its MAM proposal should be denied. ASsociated costs should be _ 

allocated to various (unctions as set forth in this decision. 

18. PG&E's request to create a TRA should be denied. 

19. The utilities should be ordered to apply the 10% discount to residential and small 

commercial customers on all types of rate schedu1c3 and to recover the cost of paying 

off the rate reduction bonds from. the same classes of customers. 

20. ~1arketers and brokers should be permitted to negotiate with their energy 

customerS the method by which c'ustomers will pay the ere to them. 

21. The utilities' proposals to develop the CTC should be rejected. Instead, the 

Con'lmission should adopt the modified ORA methodology described in section VIlI.B.l 

of this decision. 

22. Deriving an averaged CTC residually lor each rate claSs by ex post averaging (or 

utility-serviCe customerS all non-CTC functional rate compOnents that vary with time 

does not violate the rate freeze articulated in Section 368 of the PU Code. 

23. The utilities should be required to allocate the costs of public purpose programs 

using the system average percent method. 

24. The utilities should be required to create a rate differential betwl-~n baseline and 

other rates for both distribution rates and the eTC so that the rate structure after the 

CTC is removed would continue to reflect the baseline rate structure. 

25. Hourly distributiOl\ line loss factors should be implemented effective January I, 

-1998. 

26. The utilities' public purpose 'program surcharges should include all CARR 

program costs, consistenf with ScttioJ\s 381 and 382. 
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27. The ul iii tit'S should be required to lunctlonalize the rates on customer bills e 

consistent with this decision no later IhanJune 1, 1998. 

28. Utility tariffs sh6uld -specify that 'a customer who leavcs the lttlJity system 10 be 

served by an entity which must in\pOse a public purpose surcharge pursuant to Section 

3S5 shaU not thereafter be required to pay the utility's public purpose program 

surcharge, 

29. The utilities shall reflect the 100/0 rate reduction to small rommerdal and 

residential customers by way of a reduction to the CTC. 

30. The utilities should be required to provide information regarding the PX price on 

customer bills. 

31. Customer bills should separately identify chinges for energy, transmission, 

distribution, the erc, publiC purpoSe programs and nuclear decommissioning Costs no 

later than J~.lI\e -1, 1998 as set forth it, this decision. 

32. The utilities should be required to 'collect data Ileeessal)' to provide customers 

withtnforrriati6n about ai~ emiSs'ions profiles 01 various generation resources. Utility 

bills should notify custOmers o( Ih ... availability of the informatiori beginnh\g January t, , 

1999. 

33. The \ltilities should be requited to include on (UstoIller bills an explanation of the 

PX price and the availability of alternative electricity suppliers, as set forth in this 

decision. 

34. PG&E should co-ntinue to bill BART conjunctively fcir bundled and direct access 

serviCes. 

35. Edison's proposal to incorporat~ costs for administrative and other unlift charges 

that are assigned to all scheduling coordinators into the PX energ}' charge and to credit 

these costs to direct a~ess costomers is reasonable and should be adopted. 

36. Edison's large power rate design proposals are reasonable and should be 

adopted, _ 

37. SDG~B should update its advice letter after its 1998 PBR revenue reqllircment 

cha.nge is approvM,-reqt'festing of a i 998 distrit;~;ton revenue requirement to become 
eifective January I, 1998. 
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ORDER 

IT IS ORDERED that: 

1. The transmission Mte design and r('\'CnllC allocation proposals sct forth in thc 

Joint Motion filed March 16,1997 and set forth in Appendix A arc approved and 

adopted to the extent permitted by law goveming state and fedrr(l) jurisdiction. 

2. The Joint Motion filed l\1arch 16,1997 is gr,mtcd to the extent set forth hercin and 

to the extent the Commission has acted in accordance with the recommendations of the 

Joint Motion. 

3. The revenue requirements for SOuthem Califomia Edison Company (Edison) set 

forth in AJlpendix B are adopted .. 

4. The revenue requirements for Pacific Gas and Electric Company (PG&E) set forth 

in Appendix 0 ate adopted. 

~. The revenue requirements for San Diego Gas & Electric Company (SDG&E) Set 

Eorth in Appendix C are adopted. 

6. Edison. shall file an application on May 8, 1998, seeking review of its cost of 

capital for 1999 test year. 

7. SDG&E shall file an application on May 8, 1998, seeking review of its cost of 

capital (or 1999 test year. 

8. PG&E shall file an application On l\fay 8, 1998, seeking rcview of its cost of 

capital for 1999 test year. 

9. PG&E, Edison, and SDG&E shaH not enter into their respective Catastrophic 

Events l\1emorandum Accounts any costs related to generation. 

10. PG&E, Edison, and SDG&E shall not enter into their respectivc Hazardous 

Substance Clean-up and Litigation Cost Accounts any costs related to generation. 

11. Utility requests to create nonbypas.sable surcharges and balancing accounts not 

identified in Assembly Bill (AB) 1890 arc denied. 
-

12. PG&E, Edison, and SDG&E s~all file farifis within 15 days of the efte<:tive date of 

this order which inc()rpora~e the provisions of this order and which shall rio·t include 

any changcs to tariffs not ~niidpatedor required by this order. Thc tariffs shall rcfle<:t 
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thc rC\,{'l\UC requirements for each utility set fOrth ill Ordering Par<lgr<'lphs herein and e 
shall: 

n. Provide the 10% discount mandated by AS 1890 to rcsidct.tial and small 
comn,erdal customers on all types of rate schedules and rCOOVer the rosl of 
paying off the rate reduction bonds from the same classes of customers. 

b. Permit marketers and brokers to negotiate with their energy customers the 
meth6dby '''hkh their customers will pay the rompetiti\'e transition charge 
(CTC) to them. 

c. Derive an averaged erc residually by ex post averaging of energy and other 
nOli-CTC functional rate components that vary over time using the modified 
ORA methodology described in Section VIII.B.1 of this decision. 

d. Allocate the costs of public purpose programs using the system average 
percent method. 

e. Create a rate (tiEfetentialbetween baseline and othct rates (ot both 
distribution rates and the ere so thalthe rate structure after the eTC is 
removed reflects the baseline rate structure. 

f. _ Include in· public purpose program surcharges aU California Altenlative Rate , 
for Energy prograincOsts,c<:msistent with Public Utilities (llU) Code §§ 381 
and 382. 

g. Provide that customer hills will include -rates, charges and other info~mation 
cortsistent \vith this de<:ision no later than June 1, 1998. Prior to the lin\e they 
unbundle rates, the utilities shall specify pX prices as set lorth in this decision. 

h. SpeCify thafacustomer who leaves the utility system to be served by an 
entity which must impose a public purpose surcharge pursuant to PU Code 
§ 385 shall not thereafter be required to pay the utility'S public purpOse 
program surcharge. 

1. Reflect the 10% rate reduction to small commercial and residential customers 
by way of a teduction to theCtC. 

j. Incorporate other rate design and revenue allocation provisions set forth in 
this decision. 

13. PG&B~ Edison, and SOG&B shall (oiled data necessary to providecust6mt'rs 

with lIlformation aboutairemissiolls profitt's o( various generation reSOurces. Utility 
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bills shall quarterly notify cllstomers of the availability of thc information beginning 

January 1, 1999. ,-,\. .. , 

14. SOG&B shall file an advi<:e letter no latet than October 15,1997 to update the 

authorized distribution revenue requirement as shown in Appendix C, Table 1 to reflect 

the adopted 1997 (Resolution E-3401) and proposed 1998 PBR escalation rates and other 

PBR-related adjustmcnts. The advice letter filing shan refledthe adjustments for 

distribution portion 6f the adopted' PBR adjustments using the methodology consistent 

with this decision. This Advice Letter shall be updated after theproposed 1998 PBR 

eSC':(1.!ation rates ~re adopted. . . ... 

:.. PG&E shall continue to bill BART ronjuncttvely for bundled and direct access 

St" ;:es. 

16. Applications (A.) 96-12-()()9, A.96-12..Ql1, and A.96-12-019 are held open pending 
. -" ... -

development of a streamlined A&C reallocation procedure by the Assigned 

Commissioners. 

This 6rder is effective today. 

Dated August 1,1997, at San Francisco, California. 

I will file a concurring opinion. 

lsI JESSIE}. KNIGHT,JR. 
COnlmissionet 
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e j{ETAlL TRANShlISSION RATE STIPULATION 

, 

• 

1. PARTIES 

The Parties to this Stipulation ("Stipulation") are California Industrial Users, 

California Large Energy Consumers Association, California ~laIi\lfacturers 

Association. Department of DetenselDeparttrient or the NavylFederal 

Executive Agencies, Office 6f Ratepayer Advocates (ORA). Pacific Gas and 

Electric Company (pG&E). San Diego Gas & Electric Compa.ny (8DO&E). and 

Southern California Edison Company (EdiS6n) (teferredto heremafter 

collectively as "Parties" or individually as "ParlY1~ 

2. RECITALS 

2.1 Edison is an investor-owned public· utility 'iIi the State of California and 

is subject to the jurisdiction of the California Public Utilities 

Commission ("Commission" or "CPUC") with respect to providing electric 

service to its CPUC-jurisdictional retail customers. 

2.2 ORA is the office olthe Commission responsible tor advocating On behalf 

ot the interests of utility customers. 

2.3 PG&E is an investor-owned public utilit» in the State of California and 

is subject to the jurisdiction of the CPUC with respect to providing . 
electric and gas service to its CPUC.jurisdictional retail customers. 

2.4 SDG&E is an investor-owned public utility in the State of C~lifornia and 

is subject to the jurisdiction of the CPUC with r~spect to providing 

electric and gas service to its CPUC·jurisdicttonal retail customers. 
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3. STIPULATION 

In consideration of the mutual obligations, promises, CQvenants and COnditions 

rontained herein, the Parties agree to support approval by the C¢mmission of . 
this Stipulation in this pnx.'eeding as further described in Section 6. 

3.1 Purpose 

In Oider No. 888, FERC asserted thatJt bas juri"sdiction over unbundle.d 

transmission service provided by publip utilities to wholesale and retail 

customers, and ordered that c~$tomers participating in voluntary or 

state-ordered retail direct access programs must obtain their unbundled 

transmission servi~ under a D6n~disCriminatory transmission tariff On 

file with FERC. However, FERC also indicated in Order No. 88S that it 

would be willing to defer to state recommendations regarding rates, 

terms, and coiulitions for relaUtralisniission servi~ where appropriate , 

to meet local concerns provided ~hat these reoonuncndations are 

consistent with FERC's open aC\."'ess policies. 

The Parties to this Stipulation believe that there are substantial "local 

conceins" in California which argue strongly for the CPUC retaining the 

ability under the new industry structure to develop class revenue 

allocations and. rate designs tor unbundled retail transmission service. 

The Parties theretore request that the CPUC in this proceeding support 

the position that, upon implementation (lhhe new industry structure, 

FERC should defer to the CPUC's adopted methodolOgies (or developing 

retail transmission revenue allocations and rate designs for the 
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applicable California investor-owned utilities for. at a minimum, the first 

two years of the new industry structure.!' 

The Parties alsO recommend adoption by the CPUC of the transmission 

re,'enue allocation and rate design methodologies" as proposed by the 

utilities in their December 6, 1996 filings with the CPUC (Applications' . . 

96·12·009,96-12·011, and 96·12-019), as supplemented by Appendix A of 

this Stipulation. Upon issuance of a CPUC decision on retail . 

transmission revenue allocation and rate design, the Parties recommend 

that the CPUC support a, reqUest to FERC for deference to the CPUC's 

determ~ati()n as to the rates tor unbu..ndled retaii transmission service. 

The utilities in their \VEPEX Phas~ II filings at FER-C,}!~ecte~ in 
" 

~Iarch 1997. will include theit proposed ietail transmission rates ba$ed 

On the proposed transmission revenue requirement with the expectation 

, , that the CPUC will support deference. 

.. ~ . 

3.2 BackgrQund 

This Stipulation is the result of extensive discussions among members of 

the Ratesetting Working Group ("R\VG"), which was officially recognized 

by the cptIc in an Assigned CommiSsioner's Ruling dated June 21. 

1996. These discussions have also involved participants in the 

11 This request does not include the deteiInination ot the te'·enue requliement (ot the transmission 
facilities under ISO cOntrol or any priciilgprovisions relating to transmission oongestion, 
ancillary senites, losses, and ISO administration which, pursuant to the cuiTent WEPEX 
proposal, are to be' recovered from scheduling coordinators under FERC.jurisdictional rates. 

V For pUrposes ohMs 6ling, revenue allOcation and rate design methodologies refer to the 
allocation among retail tUstocltt clasSes, The parties ha\'e not agreed on the a11ocatio,n between 
FERC and CrOC jurisdictional facilities. The ratedesign methodolOgies described herem are 
illustrative in that theaclua) rates rued before -the FERC may differ from lhe .rates contained ul 

, the December 6, 19M 6.lings to ret'led updated billing determinants, alloeati6Il de~rminan:ts and 
transmission revenue rtquitements. 
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TransJI1ission and Ancillary Services Definition Team during e 
development of the FERC \\'EPEX Phase II filing. Among tbe issues 

addressed by the R'VG is tbe design ot unbundled retail transmission 

rates or access charges. 

PO&E. SDG&E. and Edis6n each filed with the CPUC on December 6. 

1996. proposals tor unbundling the c6mpone"nts of their revenue 

re<iuirements and the associated retail revenue allocation and rate 

design. The utilities' expresSed their beHerthat. under the new industry 

structure, the determination of the revenue requirement for unbundled 

retailtransniission associat~d with facilities whose control will be 

transferred to the lridepeiident System Operator ("IS OJ will become the 

. responsibility of'FERC.iIowevel', since the utilities are n6t expected to 

file proposed transmission revenue requirel1\~rtts tor 1998 with FERC 

until March 1997, the ~tilities provided in their December S filings , 

"illustrative" estimates of the transmission revenue requirements. The 

utilities also prOvided class revenUe allocations and rate designs for the 

unbundled transmission function based upon previously adopted CPUC 

methodologies ~or retail cusl6mers. Thus, the filings were predicated 

upon continuing CPUC responsibility for developing class revenue 

allocation and rate designs for all retail transmission servi~J which 

would be subsequently included in the applications to FERC. 

-to 
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3.3 Joint Recommendations 

3.3.1 The CPUC should support the position In this pr6c~eding 

_ ihat FERC should ciefer to the CPUC's rec6mniendatior\s 

regardinc the rates tor unbundled retail transmission 
~+-' • 

service 'ptovlded under the new industry structure b)! 
,. . 

the lnve$i()r-O~ned utilities. as sucli deference will 

f'ac~Iitate th~ suc~e~stul implementation of the state~s 
electric indu:stty restructurinK efforts •. 

. Under this' PtOpOS~, FERO would authorize the total 

trailsn:ilssi~n rev~nue ~quiremeDt 6fthe j'urisdictioual utility, 

theallo<:ationofthat ~ven"ue tequirementto retail and 

. whoie~a1eeustomers, and the transiDissioli ra~ design ("access 

ch~ge") ~ be assess~d to n6n·selt·sufficient wholesale utilities 

and to wholesale 'wheeling t.hrough and out ofihe ISO:~ FERC 

Would also be responsible tor developing rates (or transmission 

." Congestion, anclllal"y services. and ISO administration which 

. will be paid by sCheduling cOordinators. FERC would deter to 
. - . .. l -:. 

the CPUC's recommendations tor developing retail class 

revenue a116cation and unbundled retail transmission rate 

designs to recover the FERC·authonzed retail transmission 

revenue requirement. Final authorized CPUC rates Cor FERe· 

jurisdictional service would be filed with FEtte and subject to 

3' . This assumes a:d()p~on by FERC or the utility'oSptclf!c ~r~fi!missi6ntl~SS cbarge as propOsed by , 
the utilities in thea- April 29. 1996 filing -With F~R.C. It rERC d~clde$ to ~oea\e an~ re,cover a . 
portion 01 the tia.nsnllsai6ti revenue requirement from generators 8soppOsed to ~lely from 

. cus~oIlier l6ads: then tllistipulation would noteeek dele'ien~tor the design of the transmission 
rate appUed to generat6rs~ 

·s-
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FERO a~ptanoo. Such deference is appropriate and necessary 

for the reasons discussed below. 

The CPUC has been and is cUrrently respOnsible (or developmg 

transmissi6n r~te$· lot all retail customers Q( investor~()wned 
utilities. In the PMi~~' .view. such complete assumption of 

tesponsibmty by FEIt~ 6ver ratemiling (~r unbundled reiail 

transmission service in CAlitornia'is mappropr:iate because it . - . - .. 

mayresulftn oost.slllftirig. at least in the short term. 

Parties are particularly dnloomed about the significant 

diftereIi~$ b~tween FERC and CPUO ratemaking 

methodologies. \\1}UJ.~ the ~p(jC has relied upon rilarginal 

cost~base.d approaches. FERC has traditionally utilized 

, ',': methodologie~ such 'as 12·C.P ()~ load ratio share. and (or 
... - - ~-" 

',,-, , pomt·to·point transmission ~rvice.C()Iitract demands.if The 

FERC approaches have been established over the years 

predicated on wholesale service where -a utility developed 

al16c8tlons' ti~d tra'Ilsmission rate design (or a few. relatively 

large wh61esal~ utility cu~tomers. On the other hand. CPUC . 

niethodolo~es have been developed specifically with tun 

if The 12·CP cost allQ¢atio.n meth6do16gy Is based (in (ustomtrs" tontribution~ to Dlonthly $ystem 
peaks and is 8 traditional em~ddedtost methOdology. Either a maiginal co&l ot an embedded 

. cost ~venue allocation Or rate design aiay use alternative tact6tsw allocate revenue 
iespOqsibility. TbeCPUCbelie\'es'that itsmarglilalrost allotationateflect (O$t Causation among 
retail customers. and 'when a $ingle (acoor ie'used (or a (u,nction like transmission. the pertinent 
factor could M used in an embedded C6et allOCation with the 8aDiefinaJ ret!ult.- This is the case 
(orSCE arid SDQ&:E. aI\d the ~,.~Ued aUoeat6t determines the tostatlOcation rather than the 
Issue of v.·hethet it Iria:r~aJ Of embidded cOst 8pptoach_ia used.- tot pQ&E. the re\'tnue. -. 
an9Cat1~n in effect As of June 10, 19M. is based on Ii geOgraphically diftetentiated marginal Cost . 

, anal):sis, in which ~he matginal.C6su have the effect 01 weighting factors 8n10ng peak loads that 
.... ere alSo analy~d on a ge6glap'hie basis.· . 

, 
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ronsideration of the millions of retail customers who are 

provided service under the retail rate schedules. A shift in 

rate making for unbundled retiill transmission from the CPUC's 

adopted methodologies to FERC methodologies would be likely 

t6 result in sigUifi¢ant shlft.s in transmission cost responsibility 

between retail customer classes. since cost shifting is p~hibited 
under AB 1890. a'rid tIle tofal rates' to retail customers are to be 

frozen through 20()1; any dramatic shift in transmission reyenue 

allocatiOrt to retail ctlst6mer dasses Or in retail transmi~ion 
_ _ '. . ~. '-: ___ , _" ',- - ~ - , _ - ~ . ' -;:"""" J _. . 

rate design, will Dece$sitat~ aD 'equal and opposit.e change in 

other'rate ¢Ompi)Ii~nts. To the eXtent that FERC adopts 'a rate 
. . 

structure for unbundled l'ctau ttansIniSsioll based on billing 

parameters notpt6vided tor under cUrtent. retail schedUles. such 

as 12·CP 01' load ratio share.lt \V'auld b~ impossible for the 
- - - -

cpud to residually develop the temaining rate structure to 

comply with th(, AB 1890 prohibition on cost- shifting.~· In tilts 

situation, cOst shifting for sOme tustomers would be 

unavoidable. In the view of the Parties. FERC deference to the 
. - . . 

CP:UC's recommendations is requited to ensure compliance with 

,key provisions of AB 1890 (i.e .• no cost shifting and the rate 

freeze). 

There is also the issue of coi'lsistency with the ratemaking Cor 

the transmissiOn provided. t6 full service utility retail customers 

~' Many of FERC's traditi6nA,l, approache! tor 'l-evenu~ a!Joeation and rate de!ign cinnot even be 
implemented h~re. For example, FERC's approach to charge uan~missio~ customers based on ' 
the cllstoin'er's lOAd taHo share requiie$ that the custOmer halh~ a tUne-ot-use' meter. The vast 
majority or retail customers in California do not have such metering. 



A.96~12·009 et at. AlJ/KI~-f/rmn APPENDIX A 

under the new industry stt'ucture. Where service is not 

"unbundled'; retail trans~sion service, it would remain the 

jurisdiction o1'th~ CPUO. Different ratemaking approach~s'due 

. to split jurisdiction tor retail cust6merscould have significant t' _ 

impacts on the implementation of the California program. A key 

provision embodied in AB 1890 is that similar tun service utility 
, . 

retail customers and ~ct access retail customers of a utility 
" . 

ate to pay the same transmission and distribution rates 

(section '368(b). The 'u~ilities' network ,transmission pricin.g 

model pr6p~sed ~t FERC, where the ~nd·user of a jurisdictional 

utility is respOnsible tor paying the t~ansmissi6n access charge. 

isdesigned to Allow adherence to thAt provis~6n of AB 1890. 
, , 

Given tha:~ split jurisdiction exists under the new industI)' , 

struCt~~ the Parties believe that compliance with 

Section 368(b) of AB1890 can best be achieved by requesting at 

the outset that FERCdeler to th~ CPUC's recommendations tor 

developiilg retail transmission rates for unburtdled reta.il 

transmission customers. 

Th()o' P8.itl~s' believe' that their t~coDimendation tor FERC 

, deference descrlb()od above is consistent with FER<Ys 6pen access 

policies an.d compaiability principl~s. since the CPUC can and 

. !lill ensure that all similarly situated retail direct acceSs and 

bundled full serVice customers of it jUrisdictional utility pay the 

same transmission access charg~s. subject t6 FERC's final 

approval. ' 

.. i 

" 
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3.3.2 The CPUC should adopt in this proceedlnl the retail 

transmission revenue allocation and -rate desim 
. . .. . . 

methodolQdes reflected in the utilities' Decerrtber 6. 1996 
- -

filhlJ$. as supplemented by Appendix A to thIS proposed 

stipulation, tot use In develophl( unbuluiled 

ttan$mis~ton tates tor retail customers under the ne~ 

industrY structure. .-

The olethodologies tor developing retaU transmission revenue -

allocation filed in this p~ding by the three utilities on 

. Deceinhet 6, iS96, ate cOnsistent with the methodologies 

previously adOpted. hy the CPUC and were utilized to develop 

the total retail rate levels in effect On June 10, 1996. Although -­

the CPUC's rate design methodologies ate based On the ootal 

(bundled) rate level, the utilities· Unbundled transinission rate 

design. proposals, as supplemented by Appendix A to this 

Sti.pulation, ate consiStent with theitinterpretation or CPUG 

decisions and raise no iSsues that the Parties ~ntest tot 
purposes or iDlplementmgthe CPU(rs restructuring ot the 

. electric utility industry. AB 1890 freezes retail rates of the· 

three utilities at the June 10, 1996 levels, so consistency and 

avoiding cost shifting ~niOng customer classes support that the 

June 10. 1996 revenue alloca.tion and tate design meth.odologies 

be utilized for developIi1~nt of uD.bun-dl~d retail transmission 

rates under the n~w -industrY structUre. Th\\s. the Parties 

". re~mmend that the CPU:C Adopt the -fe-tail tralisciission 

revenue all~ation and rate design nlethodologies tis filed by the 

~tilities on December 6, 1996, as suppiemented by Appendi."t A 

·9-



A.96-12-009 et a1. AlJ/KIM/rmn APPENDIX A 

to this settlement proposal. A summary of the methodologies 

which should be adopted (or each utility is provided below. 

3.3.2.1 :PACIFIC GAS cSt ELECTRIC COMPANY 

PG&E is allocating the transmission revenue 

requirement based on a full equal p~rcentage or 
marginal cost ("EPMC") allocation. The EPl\IC 

allocation factor is equal to a rat.e schedule's 

transmission marginal cost revenue divided by the total 

transmission marginal cost revenue.6! 

61 PG&E is using transmissioIi marginal costa as adopted in D.92·12-051 and updated in 
D.95-12-051. 

Each schedule's transmission marginal tost revenue requirement is determined b)' the sum of , 
Bulk Transmissi()Il, Tran$mi9$ion Pla~g Project (TPP) and Transmission Pla.nning Area 
(TPA) marginal COst revenue. Generally Speaking. Bulk Transmission costs reflect facilities 
providing 230 and 600 kV service. TPP toSt.s can be assigned to a spetilic an~a or set of 
substation$. TPA costs are also assignable to smaller specific areas or sets ot'lacilities. PG&E 
assigns these oosts to each class as {ollows.: 

First, {or Bulk Transniiasi6~ marginal 008t rev~nues, PG&E multiplies the marginal Bulk 
Transmission capacity cost by (1) system-average losa (actors and (2) Shortage Value (SVAL). 
weighted ooincident loads (or each Schedule. The SVAL loads represent customers' value 0( 
reliability {or service .at tbe time o{ tbe system coincident peak. 

Se«>nd, (or TPP marginal cost revenues, PG&E multiplies tbe TPP marginal costs by (1) TPP. 
specihc capaeity loss {actors; and (2) UP.specific Peak Coincident Allocation Factor (pCAF'). 
wE'igbtea loads Cor each rate schedule. These rate schedule totals by area are summed to 
determine the total TPP marginal cost revenue (or each schedule. These total marginal COst 
revenues are then scaled to the test-year level by first dividing by weather-normalized kW'h to 
)ield a dollar·per.kWh marginal cOst, and tben multiplying by the schedule's test-year sales to 
produce TPP marginal cost revenue by Schedule, 

Third. (or TPA marginal cost revenues, PG&E multiplies the traJ'l.9.mi~i6n marginal costs by 
(1) TPA-sp~cihc tap a cit)· lOSs {actors; and (2) TPA,specifie PeAF.weighted loads to get 
TPA-specific maiginal COst revenue tor each schedule. The resulting marginal cost revenue sums 
are the area·marginal COsts re .... enue by schedule acroSS all TPAs. These are then scaled to the 
test·)'ear level by first. dividing by "'Mtber.rtoima1i.zed kWh to)ield a dollar per kWh marginal 
cost. then multiplying by the schedule's t~st·)'ear sales to produce TPA ma.rginal oost revenue by 
schedule, 

C()nlinUfd on tllt out page 

·10-
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Continued fr~m the previOus pace 

A schedule's transmission allocation equals the product 

of the FERC·authorized transmission revenue 

requirement and the schedule's EPMC allocation factor. 

PO&E'$ Vnbun:d.ling Application, Appendix 4A. provides 

parties with a description ()t how PG&E would allocate 

the FERC·authorized transmission revenue requirement 

to cUrrent rate schedule components .. In general, PG&E 

approached the tormulatioh ·or the runctionalized rates 

in a decremental Cashion. 

Starting with curtent rates, and Assuming a ta~ 
. -

schedule with aMl array otrate components (Le;. 
, .' 

- - energy. demand and custoJi1er charges). demand charges 

Cot the transmisSion function wer~ calcu1a~d to coU~ct 

the allocated transniission Costs. COnsistent with 

current rates, demand charges are Mtablished Oh a 
usage (rather than a reservation basis). Accordingly, 

tr~smission charges ma)' vary from customer group to 

For the purposes of a&$i~g TrA and TPP marginal costs revenue., PCAF.weigh~d loads ate 
deri\"e~ by weatb~r-riormalizi..ng hourly tlJUlualloads (or a planning aha and teotderingtbem by 
size, nom largest to smallest, creatiilg load duration curves. The Il1ethod thefi selecte all loads . 
that are SO pefcent ct 1l10~ otthe laigeet load in the load duration curi'6 (but not le$8 than 10 
hours and not mote-than 800 hOuriotloS:d). Next, a:)V6ightlng factOr llJ calcula~d for each 
selected hoW' bydivid.ingthe hoUr'$. "exceS$load over 80 percent of the maximum load by the su..m -
of all selectedextess toad~~ The TPA and TPP caUSAtive tact<lr is then calculated by auznniing the 
products of the hourly weighting tactot and the load of each selected hour. 

The nna) step $\.uD$lbe Bulk Ti$nsmis~i~D, TPA. ~nd:TPP m~iginhl (()ste a~ignedto ead~ claM. 
The embedded ttansmi8sion te'ienue requirement is-assigned to eAch SchedUle by the proportion 
ofthat schedule's tra.J\Sinissi6n Oiarginal ~st rc\;enue respOnsibilil>' to the tOtal systelll 
transmiSSion marginal cost revenue. 

-II-
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customer group depending on the usage characteristks 

of the group. On schedules where a combination of . 
demand charges exist (~or example. on·peak deD\ali~ 
ch8J"ges. maximum demand charge, etc.), "transmission 

costs are spread equally (that is, the same percentage of 

each demand ch~ge is assigned to. transmissioll, ot if 

only energy charges ate available, the $aIli~ percentage 

of each eilergy charge is assigned to transmisSion) 

across all demand charges.ll 

3.3.2.2 sAN DIEGO GAS & ELECTRIC 'COM}» ANY 

SDO&E proposed to use the marginal cost revenUe from 

the 1996 ECAC Decision; which supports the Class . 

reVenue allocations u~d. for the June 10, 1996 tat.es. as· 

the basis Cor allocating the unbundled transmission 

revenue requirement.· The FEttO authorized 

transmission revenue requirement woUld be a1l~ted to . 
fate classes by multiplying the transmission unit 

marginal cost times the rate dass's traIisIIi.issi~~.>n 

allocation determmants. Each rate class's marginal 

transmission cost revenue responsibility would then be 

11 Due to llinitatioUs with iis turieilt billing system. PO&E proposed not to Use lunctionau~d 
transmission rates tot billiDg purposes duringth~ fate lie~te periOd. Rather. PO&:E will"sbow on 
monthly customer 6t8tem~nts the pOrtion of tbetow. electric bill repreSented by trarl.$inissi6ri . 
seniees fm doll~ terms). The porti(}Dof the total electric bill tor tr~nsmi!Sion eerrlee:wou1d 
reflect the EPMG Allocation oftevenue lOa $pe~crtl~ sched.U1e."Tlrls billifig system lii:ni.tAtion . 
in n6 way a.ltect$th~ actual amounts bill~d·tO·~ttaeteS$ ~tome"-srelativet6 what they would· 

. have paid if thlA"billmg '~itationdi~ not erist.· 6ibe.t paitie~btlve'tak~il i1l8l1e with PO&E's .. 
. propoSal tor the timirig otwhen PO&E should~' reqWted to'biU tustomers \l'sing fuilction~lized 

transmission rates. The cpue will decide this issue in this proceeding . 

. • )2-

, 
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scaled up or down using an EP~fC (i,e. scaling) fa.'ctol 

developed based on the ratio of the total transmission 

marginal revenue to the total authorized transmission 

reV~nl!e requirement. The Schedule AL-TOU and 

AgricultUJ'e rate classes would be subdivided based ori 
," 

rate schedules in order to ac«lunt (or the rat.e structure 

differences in the design of the Transmissioll Access 

Chatge rates. 

Rates would be'd~signed to collect the transmission 

revenue requirement alloca.t~d to each ra~ class. For 

rate schedules Yilth deniand and energy charges the 

TransnrlSsi6n ActeSs Charge rate d~sigil would be 

recovered by allocating 00 percent (llthe rate Class's 

transriiission revenue requirement to the demand rAte 

group and 10 pel'Cent t6 the energy rate group . The 

deniaild ruid energy charges would be adjusted to reflect 

the applicable lo...~ factors. 

For schedules with slnfple demand charges '(not time or 

seasonally diJrerentiated) unit charges would be based on 

each rate group's allocated transmission revenue 

requirement divided by the rate class's k\V and kWh 

sales forecast. 

For rate'$chedules with tune·diftetentiated demand 

charges the unit charges would be based on each rate 

'" grou~'s· allocated trart~miSsio~ revenue requirement 

dl\'id~a'hy the rate class's k\V and k\Vh sales forecast. 
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The le\'el otthe monthly Non-C<>incident and On-peak 

Charges would be established based on SDO&~s 

currently-adopred tnetbodology tor determi.ning 

coincldent·relatedand nOll-<x>incident·retated demand 
- . 

Costs. UDit inarginal demand and energy c»sts would be 

scaled up or dOwn to-Collect the transmission revenue' 

require~~ht allocated to each rate group, -

Fo~ rate schedules With time·differentiated and 

, seasonally differentiated demand ch~ges the uwt 

charges would bebased on each rate group's AlloCated 

tranSInission revenue reqwtement divided by the ra~ 

class's kWand kWh sales lorkast. The level tithe 

monthly Nori-ComcldentDemand Charge and sea~nal 

On-Peak Demand Charges woUld be estllblishedbased On . , 

SDG&Fs cllJ'rently-adopted methodology tor detennining 

coincident-related and non.coincldent-related demand 

costs. and the lAss of Load Probabilities (LOLP) iii the 

summer and winter ()()Sting p~riods. unit marginal 

demand and energy costs would be scaled up Or down to 

colle-ct the transmLc:-.sion revenue requirement allocated 

to each rate group. 

For tate schedules v.ith seasonally differentiated 

Coincident·peak demand charges the unit charges would 

be based on each rate group's allOCated transmission 

. revenu~ te4Wtem~nt divided b}f therateclasS's kW and 

k\Vb sales (orecast. The Transmission AcceSs Charge rate •.. 

-14· 
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design would reflect a seasonal allocation or costs based 

on LOLP'St and seasonal coincident·peak demand 

determinants. Unit marginal demand. and ene-rgy costs 

would be scaled up or down to collect th~ transmissioll 

revenue requ.irement allocated to each rate group. 

For SDG&E's real tim~ pricing rate schedules, the 

signal based unit charges would be baSed on the 

transmission reveriue requiremenfallocated to 

coincident peak demand plus an energy rAte' compon~nt. " 
" " 

The allO¢ation of the Coincld~nt peak demand 
" " 

transmission revenue requirement to each signalperi6d 

would continue to he based on ho"urly syst.em LOLP·s. 

The allocated transmission revenue tequirem~bt would 
-~ ~ ., -

then be divided by the kWh sales torecast (or each signal 

period. The NOIi~Coincident Demand Charge would be 

determined by dividing the non-coincident deOland 

trans"mission revenue requirement by the tate ciassts 

kW sales {oretast. The all6cation o(the transmission 

demand revenUe requiten1entwould be based on 

SDG&~s currently-adopted methodology for determining 

coincident-related and ilon·coirtciden't.telated demand 

COsts. The energy charges would he based on th~ " 

alloca.ted ttansmission re\'enue requirement divided by 

the rate claSs's kWh sales (orecast. The unit charges 

would be scaled up or down to tolle~i the ttalismisaion: 

l'evertue requirement allocated to each tate group. 

·1 S· 
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For tat-e schedules without demand charges, 

transmission tates w6uld be designed Qn an equal cents 
, , 

per kWh basis by'dividing the allocated transmission 

re\'enues by total kWh' sales (or the rate class. 

For Street Ughting rate schedules the Lighting k\Vh 

'l'raDsmission AcceSs Charge would equal the allocated 

transmission revertue requirement divided by the 

adopted Lighting'kWh Sales forecast. 'l:'he fiXed monthly 

ch~ge wb'uld be baSed On estiIIlated monthly average 
- . - . 

kWh USe by lamp m>emwtiplied by the Lighting k\\'b 

TransDilssion ACCesS' Charge rate. 

3.3.2.3 SOUTlIERN CALIFoRNIA EDISON COMPANY 
. -

-The FERC authorized transmission revenue 

requirement V!ould be allocated to rate groups by 

Diwtiplyhlg the transmission revenUe requirement b)' 

each tate group's pe~ntage 01 lDatginal transmission 

cost revenue ~sponsibi1ity \MTCRR") authorized in 

PhaSe 2 .. A of Edison's 1995 GRC.61 

81 A rate' gToUp'S i.fTCRR ,eq~a1s the product of th~ ann\W. pel kW marginal transmWi6n cost and 
a measure ot th~ rate grOup"stontrlbuti6n t6 peak demand on the tran$mi$sion system known as 
Peak Capacity Alloeati61i Factor (PCAF)weighteddem_tnd.,PCAFe ate propOrtional to the' 
amount by 'which a teg'iou'sload ex~d9 8~ oljts annual peak and Are 8Caled $0 that the 
annual toW tor each region equals 1.0. The PCAF tor hour i is ealc:ulated by the following 
lormula: " 

PCAFi ~(kWi·O.8· k\\~(kWi·6.8·k\v~, iikWi > 0.8~k\Vp. 
I . _. '_ .• - . , 

And PCAFf-;-O,°l!k\\ys o.a· ~Wp. _ 

whe~'e'kWiis\h~ 6'fun,~(tndividual cusoomerdemands in a teiion dimng hour 1. and k\\>P is the 
annual tegi6n~incideilt peak. ' 

- Cotltinued on tht tlut ~.,~ • 



A.96·12.()()9 ct at. AlJ/Kll\f/rmn APPENDIX A 

Rates would b~ designed to oollect the transmission 

revenue requirement allocated to each rate group. For 

rate schedules with demand charges. the demand 

chatges would be set equal to the marginal transmission 

~sts adopted in Phase 2·A otEdiSon's 1995 ORC and 

then scaled uniformly so that the charges reco\"er the 
. -

allocated transmission revenue requirement by rate 

group. If Ule scaled chat~e would exceed the total 

demand charge.' it would be set equal to the total 

demand charge. and ~he remaining transmiSsion 

~venlie requirement would be col1e¢t~d 6n an equal 

cents per k\Vb basis ... ' 

For rata schedules With ·time-related demand charges. 

90% of annual marginal transnUssion cOsts would be 

considered coincident demand·related and C6ilverted to 

time of use demand cbarges based on the relative loss of 

load probability occurring during each tiDle penod. 10% 

of annual marginal b'ansmissioIi costs would be . 

considered noneoincideilt demand·related and converted 

to monthly non·time related demand charges by 

dividing the annual value by 12. The time·related and 

non·tirite.relatedmarginal cost demand charges would 

Continutd from lheprniouspa~ . .. . . . 
How-ly)oads lotea~hl~~ group as me-Asuied by load te~arch.sampl~ data.Are tn_~tipli~d by the 
peAl" (ot e~eh hour un~.:iegi6n; 8wn~~d atros~ all houts and~gi6n~. and then diYided by the 
tUulUal aVerage. JeW lo't~he ia~8TOi.ip t6 dete~mbie its PCAF weighted delila'rid (actor. The .. 
PCAF weighted demahcl/acu;r mUltiplied b)' test year annual average kW tor the rate group 
equals the test );~ar PCAF weighted. demand used to deiermine MTCRR. 

·11· 
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be equally scaled to yield demand charges that reco\'er 

the transmission revenue requirement allocated to the 

rate group. 

For rate schedules tliat contaiil a non·time related 

demand c~ar~ ~r 8. oonnected load charge and do n?t 

containtilne.~elated demand charges,}OO% ohnarginal 
" . 

transmission cOsts would.be converted to a monthly non-

time relat~d demand cbarge by dividing tbe annual 

" vahie by t~. The noh-time-related Inarginal c6st 

"dematid "charge W6uld'oo se~ed t:O yield a demand 

charge ihattec6vers tbe transmission revenue 

. requirement al16Cated to th(, rate group. 
... ,'; 

For rate sch~du1es .without denland charges, 

tra.nsrilissioI'.l rat~s vJould be designed on an equal cents 
, . 

per k\Vh basis by dividing the all6cated transniission 

revenues by total kWh sales to th~ tate group. . 

. . 
"3.3.3 The CPUC "should' file comments with FERC altet the 

- '. . 

Phase II WEPEX filings are made by th¢ utilities • 
. ~ - . . 

supporting it request that FERC defer to the CPUC's 

recommendation tot development ot revenue aJlocations 

and rate designs Cor unbundled retall transmission 

service for at least the first two 'yeats atier 
?" " 

impleirtentadori brthe new industry structure. 

As disc~s5ed above, "the Parties b~llevethtli it is"appropriate and 

. necessary (ot the' CPUC t() continue" to develop retail e" 
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transmission revenue allO¢atioos and rate designs after the 

implementation of the new industry structure. The Parties 

therefore recommend that the CPUC file comments ?-'itb FERC 

after the Phase II \\'EPEX filings ate made by the utilities, 

supporting a r~quest that FERC defer to the CPUC's adopted 

methodologies for unb\iJidled retail transmissioIi revenu"e 
allocation and rate design for at least the' first two years after 

the imJ,>lementation 01 the new industry structure.~ The Parties 

b'elieve that CPUC comments are neCessary to obtain FERC 

act-eptance ot the utillti~s' deference proposal. 

The Parties believe that the CPUC's request for deference 

should be tor it period of ilt leasftwo years after the 

implementation of the' fiew industi}t structure', smte two years is 
. . 

the minimUin period of time thattheutility.specific 

transDlissioil aCcess chaige a's proposed by tlie utilities in the 

April 29. 1996 FERC filing is expected to be ineffect,'Un~er . 

AB 1890, the rriethQdo1ofO' for the transmission a~ss charge is 

subject to review and possible r~visiC)Ii at the ,end of this two· -
. . 

year period. ,How'evet. many of the reasons which support the 

position of FERC deference would suggest that such deference 

would be appropriate for the entire period' of the retail rate 

, freeze mandated by AB 1890, i.e., 2001. and it Inay be 

~ This s'tip~a.tiOJ\ relaUst6 the pO.rtioo ohhatte\:enu,e' teqUiieri;.entth~t is to,be re<io"eted ..... " . 
~hi6\lgh an acCess (harge &ppli~d to retail6J.stomer'sload. It FERC decldM ih.~t a J,Ol1ion of the , 
transmission revenue requirement will be ree6vered trooi'geneiatOT$, AS 6pposed lo$olely from' 
retail loads, theri this stipulation i~ not asking Cor deference Cor the gerieratioil rate. 

, ·I~-
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apptopriate tot the CPUC to request deterenCt (at the longer 

period. 

4. SIGNATURE DATE AND TERM OF STIPULATION 

This Stipulation shall become binding on the signature date. 

5. REGULATORY APPROVAL 

The Parties shaUuse their besi efi'orU to obtain· (:()nimission approval ot the 

Stipulation. The Parties shall jointly request the Commission: (1) approve the 

Stipulation without change; and (2) 6nd the Stipulation to be reasonable and 

in the llublic mterest. 

6. NON-PRECEDENT· 

Consistent with Rul~ 51.8 of the Commission's Rules of Practice and 

Procedure, this Stipulation is DOt precedential. 

7. PREVIOUS COMMUNICATIONS' 

The Stipul~tion oon'uuIls the e'lltire Stipulation alld understa.nding between 

the Paiti~s as to the subJ~ct matter of this Stipulation. and supersedes all prior 

agreements, commitmentS. representations. and discussions between the 

Parties. In the event there is any conflict bernteen the rerms artd scope of the 

Stipulation and the terms and scope of the- accompanying jOint motion. the 

Stipulation shall govern. 

8. EFFECT O'F SUBJECT HEADING 

Subject headings in this Stipulation are inserted (or convenience only, and 

'.' shall not be construed as interpretations of the text. 

, 

• 
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9. GOVERNING LA \V 

This StipuJation shall be interpreted, go\'erned, and construed under the laws 

o(the State of California. including Commission decisions, orders, and rulings, 

as it executed and to be performed wbolly within tbe State of California. 

10. SIGNATORIES 

-
The undersigned represent thAt they ate authorized to sign the Retail 

Transmission Rate Stipulatio.n o.n behalt of the named Party. 

CALIFORNIA LAROE ENERGY 
CONSUMERS ASSOCIATION 

~ya~~ 
0" 6theriJl tip 

DEPARThIEl\TT OF DEFENSEI 
DEPARTMENT OF THE NA WI 
FEDERAL EXECUTIVE AGENCIES 

By: N~~_-=--_ 
.. Norman J. Furuta 

PACIFIC GAS AND ELECTRIC 
COl\IPANY, 

By: Qj~ z: '{L 
Andrew L. Niven 

Dated: March 18. 1997 -
C;\d5ta\.,.-in ",-ord\niren \pbr'\stipOl t oS do<: 

·21· 

CAUFORN1Al\~FACTURERS 
ASSOCIATION 

By -;tv... (e'rf~~ /--Lx L\~. 
M. Catherine George -j 

OFFICE OF RATEPAYER ADVOCATES 

By: ~~/£dfk~ 

SAN DIEGO GAS & ELEctRIC 
COMPANY -..... 
By: \ 

Vicki L. THompson 

~ \5'1\ -. . __ 
Phi1iPAOSihr 
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SOU'J'JIERNCAlJFORNIA EDISON COMPANY 
R.EAL. TIME PRICING SCHEDULE 1m 

llourlyTr.p··'uloa Pika (SlkWb,; 

EX1'KJ:MllLY VEkYIiOT 1I0T M()I)I!.kATE MUJ) IUcuCQS'r wwcu:;r IIOTSUMMI!R SUMMU SUMMI!R: . SUMMEit SUMNa:Jt .. WJNTf,k WWfI!JC 11K;" COS"r LUW('(lSr IlOUk 'WI!.£X.DA Y wl!ela) .... v WEUO .... V W£fJCDAY· WI!.IiI(.DA Y Wf.fKDAV WI!aWAV w t!J:J"!,N" w~" 
ENOIN(i.W Dlily .liah - DUlyU; .... .DIalyllip o.dy'IiP OM, ..... o..lyJllp· . blUly'lip I)MlyJ .. ,h o...,.u., •• (PST) Tc ... ~ Tgp. 91"'- Tcm,.,Is.gcr • TUIII ....... • T .... <4r TClllpm· T~,~' Tc-p.>-1rr Tclap .. 7." 

i1t-.. ...................... ____ .... -...-_ •••..• ~. I a.m. . 0.00000 0.00000 0.00000'" 0.00000 .. 0;00000 0.00000 0.00000: O.C)OO(» : o.O()()()O 2 a.m. 0.00000,· 0.00000 0.00000 0.00000. 0;00000 0.00000 0.00000·' O.UOOOU O.OOO()() 3 .... n. 0.00000 0.00000' 0.00000 0.00000 0.00000: ~:OOOOO 0.00000 0.00000, o .(J()(J()O 4~m. '0.00000 0.00000 0.00000' 0.00000 0.00000 O.()O(JO()- .0.00000 0.00000 O.OOOOU· Sa.1n. 0.00000 0.00000· 0.00000, 0.00000, 0.00000· 0.00000· :. 0.00000 0.00000' 0.00000 6-a.m. 0.00000· 0.00000' 0.00000 0.00000' 0.00000'. 0.00000 0.00000· 0.00000 (').00000 7a.m. . 0.00000 0.00000 0.00000 0.00000 0.00000, O.()CJ()OO.· . 0.00000 0.00000 0.00000 Sam. 0.015S3 0.00000 0.00000 0.00000 0.00fJ0I) 0.00000, 0.00000' 0.00000 O. ()()()(JO 9':0l. '0.008:1'3 0.OO~17 0.00501 0.00021: 0.00000" 0.00000· 0.00000: 0.000()() 0,00000 IO .. m~ O.030~I, . 0.01204' 0.0164&; 0.OO:U7 0.00076- . 0.OO3SS· ' O.OOO~, 0.00000 0.00000 Ha.m. 0.09094' 0.0348S 0.0.183 0.0101" 0.001S3 0.00266- O.()()()OI: 0.00026- 0.00000 12'DOOQ' 0.17448 0.0798S· 0.06337 0.00160' 0.00321 0.0062J;. 0.00060' 0.00iJ0'J . o.OO()O() • p.m. 034197, 0.12928. 0.10604 0.01943· O.O()J99 ' 0.00110' 0.00049~ ·O.~I 0.00000 2 p.m. 0.41329 0.1S082 0.13371 . 0.02260 0.00887 0.02307 0.00170· 0.00017 O.OOOC)l, lp.m. 0.48S74 0.19328 0.1S674 0.02831· 0.00627 0.04791' 0.00168- O.OOO(,Q O.()OOOO 4.p.m. 0.43103 0.12734 0.13752 0.02211' 0.00474 0.02307 O.OOO9S O.OOOI$S 0.00000 Sp.m. 0;%772S 0.0$640 O.On9S 0.01162 0.OOIS3 o.onus: 0.00022' O.~)· o.OO()OU c..p.m •. o.,lsm 0.03992 0.oun7 0.001'" 0.00061. O.OI06S· O.()I.)()6,i 0.00017' ~.(JO()OO' 7.p.m.. 0.1&;188 0.021SS 0.01a17 0.0IJ08.f 0.00000 0.0062'1 0.OOO3S o .(JO()()I;- 0.00000 S;p.m. O.OSIOI 0.01014 0.01436- 0.00169;' 0.00000 0.003S$-. O.OOOOIf' 0.00000 (HIOOO() 9 p.f~l; . O.ooSU~ 0.01014 0.00106- '0.00000' 0.00000 0.00000·· o .()()()(JO- 0.00000 O.OOOO(), SO p.m. 0.00000 0.00000' 0.00000 0.00000 0.00000 0.00000· 0.00000 0.00000 O.OOUUC) II p.m. 0.00000 0.00000· 0.00000; O.OOOOO~ 0.00000 0.00000' 0.00000 0.00000 o ()(XJOO MicJniSh' . .0.00000 . 0.00000 0.00000 0.00000 0.00000 0.00000 0.00000 0.00000 O,()(.N)(,1U 

• OlAily m.uimum rc:cOldcd Icmpcr .. lurc aldie LA Civic Ccnlct. (END OF APPENDIX A) e e -- -e 
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AppendlxB 
Table 1 

Southern Califomla Edison 
Development of Distribution Revenue Requirement 

, 

Une NO. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 

(Thousands of OOtlars) 

Edison NoogeneratiOtl Revenue Requirement Request 
Remove TransmissiOn Revenu6 Requirement 

Edison requested DistributiOn Revenue Requirement 

Adjustments: 

Load Oispatching/PX·ISO COsts . 
Adjust tot MultifactOi A'iocatiOO of COrntr'I6n Generation A&G 
ReiTlO'W8 $ONGSlPV A&G COsts 
ReduCe Customer se~ & Marketing COst 
Change Ff&U AllOcatiOn . 
MAM-retated Adjustn'lent 
Change in Distn"bution Revenue Requirement 

Adjusted DIstribution Revenue Requirement 

line 11 EdisOn Ex. 12. p. 18, using Base PBR starting point 
developed in A 96-07-009 (1996 dollars) 

(211,054) 

(10,830) . 
(25.152) 
(24,451) 

(7.735) 
(7.471) 

(73.511) 

2,027.881 

1,816.827 

1.667,671 
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~ 

CUSTOMERlRAlEGROuP 

DOMESTIC: 

LlGHTlNO-SMP: 
GS-1 
Te·1 

TOTAL NON-DEMAND 

GS-2 
TOU-GS-2 

TOTAL DEMAND 

TOTAlLiGHTING-5MP 

LARGE POWER: 
TOU-8-SEC 

-PRl 
-SUB 

tOTAL LARGE POWER 

AO & PUMPING: 
PA·' 
PA-2 
TOU-PA-5 
AGTOU 

TOTAL AG & PUMPING 

STREEt & AREA LGT: 

-I TOTAL 

Appendix B 
Table 2 

SOUTHERN CALIFORNIA eO'SOH COMPANY 

REVENUE AllOcAJlON 
(ThOusands of Dollars) 

NON-GENERA TtON EPM¢ 

MARGINAL COsT AUOCA. r}()N OF 

REVENUES ., REV. REO!. 

. ' 

($M)' l%) ($") .' 

9lO,370.7 45.6641% 737,228.7 

179.979.0 6.8331% 142,616.0 
2,831.7 O.IMO% . . 2.243.8 

182.810.1 8.9726% 144,859.8 

471,989_0 23.1660% 374,005.6 
65.0lO:2 3.1!U8% 51,530.1 
537,019.1 26.3577% '. 4~5.535.'1 

119,829.8 3S.~% 570,395.5 

146,716.0 7.2011% 116.258.2 
135,500.5 6.6509% 107,375.8 
31.876.0 1.5645% 25.258.6 

314,098.4 15.4164% 248,892.6 

34,569.5 1.6967% 27,392.2 
13,521.4 0.6637% 10,714..4 
2.109.0 0.1035% 1,671.2 
14.304.3 0.7021% 11,334.8 
64,503.2 3.1659% 51,112.5 

8,622.2 0.4232% 6,632.3 

2,031,424.3 I 100.0000% 1,614,461.5. 

ADO TOTAL 
NOH-AllOC NON-GEHEAA lION 

REVENUES BA.SE 

REV. REO! . 

($") ($M) 

0.0 137,228.7 

0.0 142.t1"6.0 
0.0 2.243.8 
0.0 144.859.8 

2,647.5 376.653.1 
926:2 52.456.4 

3.513.8 429,109.5 

3.513.8 513,969.3 

3.065.6 119.323.8 
2.742.7 110,118.5 
1,932.0 27~190.6 
7,740.4 256,632.9 

D.O 27,392.2 
104.2 10,818.6 
12.0 1,683.2 

299.9 11,634.7 
416.1 51,b28.6 

41,484.9 48,317.2 
•. 

- ... , ~ ~ .. - -. 
. .. 

I 53,215.1 1,667,676.7 J 

NOTE: NON-ALLOCATED REVENUES CONSIST OF POWER FACTOR AND STREETLIGHT REVENUES.· . 

, 

• 
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Apptndix8 
Table 3 

SOUTHERN CAlIFOR~~ EDISON 
REALLOCATION OF PROPOSED MISCELLANEOUS ADJUSTMENT MECHANISM 

(ThOusarKis of Oonars) 

, 

1. 

line No. 
I Reallocate to Distribution Revenue RequIrement 
2 s.se Rale Perfomu,n(:e ~Aoc»..I'll (BRPMA) 
3 TOO-PA~ Memo Aooount 
.( N~ne;ati04'l Revenue Sharing MemoAOO)I)nl 
5 Optional Pticin9 Adisubnenl Clause ()PAC) 
$ Electlie & Magnetic fields (EMF) PrClgl'am Cost Re<»r~cy 
7 ReM & ~nl.at ~t1Jf1l 
8 Non-Vtilq' Affiliate Ccedl ' ; 
9 Calasl!"~ Event-Related Cost Recovery 
10 
II 
12 
13 
14 
IS 
t$ 

t1 
18 

t9 
.20 
2. 
22 

23 
24 
2S 
26 
21 
28 

29 
30 
31 

32 
~ 

34 
35 
36 
31 
3a 
39 
40 

4' 
42 

<0 
« 
4S 
4$ 
41 
48 
49 

RellJocate to Generati6n Revenue RequIrement 
Fuclot tnveO!6ty CarryV"og COsts 
Oisp4Aed Af,zon. Property Taxes 
EI P3$/) EIedrle aa~cy (EPEB) Memorandum AO(X)4Jf.~ 
SONGS 2&) and PalO Verde Sf,..JtOOwo <>&M and UnamOrt~eod Fuel ExpenSe 
rl"lCOCtle Til( C~nt or CoobilxitiOn Memo Acoovnt 
MlratiOn M~ AccOunt (AMA) 
N!J(;Jear R~lated Speda! As$ewnents 
YlIMAhis 
Ca\aflna Oie~! Fuel ~$ts 
Catalina REClAIM Tr~~ CrMlls Cosl Reoovery,'Revenue Cre4it 

Hydro ~ StOf~ Cosls Recovery 
ElIerV'i Line Loss Adjustrr.enl$ 
Elfl$6.'\ PpeIne &- TertiWlal Co. (EPTC) Fuel 00 piPerU"le Revenue Shamg 
Hu Substance Clean-up aoo Uigalion Cost (HSClC) Balar.cin9 AoOOont. 
Nuclear Unll~r>tive Proce<Me loc:enUvesIPena\ies 

Reallocate to Nuclear Decommissioning Rev~"'!~ Requltement 
Songs 1 Sh<JtdoWn O&M .. '> 

DOE Oeoorltamination & Decomnissioning Fees 
~ Nuclear Fuel Sf6fage Costs 

Reallocate tt:. Public Pufpos. Programs Revenue ReQulrtlmen-t 
Women. Minod~s & Disabled Veterans BuS~$$ EnterpriseS Cost ReCovery 
Demarod Side Management Adjvstment Medlarnsm 
Demand Sde "'an~nt Tax CMt.ge Memo Acc:6unI 
Enves\ Pilot Progr3niAdjvstment Me<:hanism lEPPAM) 
E(;¢(I()miC Development Adjustment Clause (EOAC) 
Re~arth Development & Oemor.s!fati04'l (RD&O) Royalties-Revenue Credit. 
OemaM S~ Mana~mentlncenWes Re¢O'IIe:y 
Electric Vehicle (EV) Mem6.-af-.durn AC(;(Iunt 
t()W Emissiotl Vehicles-O&M Cost ReOOv~ry 

Rea1JOtale to Transmission Revenue Requirement 
Oevel'$ to Palo Verde 2 Trar\$I'ni$$ion l~ Re60very 

Total Reallocated 

(END OF APPENDIX B) 

o 
o 
o 
o 

138 
(65,995) 
(11.969) 

3.115 
Subtotal (73.511) 

3,6&~f 
o 
o 
o 
o 
o 
() 

(1,002) 
1,734 

155 
2 
o 

·(1,643) 
5,935 

14,595 
Subtotai 22,565 

11,458 
4,633 
3,263 

Subtotal 191354 

621 
o 
0" 
o 
o 

(3,119) 
1,251 
2,616 
5.744 

Subtotal 7,113 

2.235 
subtotal 2.236 

(22.244) 



A.96·1~·009 ct n1. AtJIKI~[lmm •• 
rMr~1sd'6 

APPENDlXC 

e Table I 

San Diego Gas and EI~tlic Company. EI«tric Dt'partmeot 

Authorized Distribution Rewnue Re<luirements 

11);'98 
Line . Re\,. Reqt. 
No. ($000) 

I Authorized Base Rate Revcnues (93 ORC, T&D): $ 717,641 

2- Adjustnlents: 

3 Transmission Wbeeling Charges $ (4,181) 

4 Local Disp.'ltching Costs $ (5,534) 

S A&G: Generatlon Fixed Costs $ (4,906) 

6 G\lstomer Servites and Mnketlng Costs· S (983) 

7 Miscellanoous Adjust. Mechanisrn (MAM) $ (8,100) 

8 Franchise Fees & Uncollectib1es (FF&U) $ (6.387) 

9 

10 Subtotal Adjustments $ (30,09) 

11 , 12 Subtotal Auth. Base Re\,. Reql. ('93 ORC, T&D) $ 687,550 

13 ERAM Balancing Rewnue (f & D) $ 24,916 

14 CARE Program S (I,OI9) 

IS Total T&D Rcvenue Requirements $ 111.447 

16 LF..sS: 

17 TransmiSsion Ren~'nuc Requirements $ 12),382 

18 ERAM Balancing Revenue for Transmission S 3,119 

19 Public Benefit Programs: 

20 DSM $ 32,000 

21 RD&D S 4,000 

22 Renewable $ )2,000 

23 CARE $ 8.465 

24 Subtotal PubHc Benefit Pf(lgrams S 5G,46S 
25 

26 Nuclear Decommissioning Re\,. Rcql. $ 22,038 
27 DOE D&D Fees &. SONS) Costs $ 6.158 

e 2S Subtotal Nuclear Related Rev. Reql. $ 28.196 

19 
30 Total Authorized Distribution Re\,. Rcqt. S 501,625 

t· I 
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APPENDIXC 

TabJe 1 
San Dieso Gas and m~tric Com pan)' .. EI~tric IXpartment 

Authorized Distribution Revenue Requirements 

Line I •• $691,283+$12,100+$14.258-(1996$) 

(,9) GRC sho'm in a'"\h.16 p1us trans. whtt'ting chgr. & MAM a~ount. see Exh. 80). 

•• not illCtude SDG&l?s 1991 T&D portion of the authorized PBR adjustments 

and the 1998 proposed PBR adjustments. 

.. to be updateJ in SDO&Ii's advice leHer filing to reflect SDG&E's 1991 & 1998 

PBR adjustments tor T&D. 

tine 3 $12.100· $1,9\9(1996$) 

(Exh. 80 less the-amount induded in SDG&E's 3/1197 FERC fiting). 

Line 4 •• $3,724" $1.810 (1996$) 

(dir«t costs in Acc .. SS6 & 561 plus A&G & common ptant, S\.~ Exh. 64 

& TURN's Opening Brief. p. 20). 

line $ •• $78.681 - $78.681/81.~~$o/. X (1 • i1.8%) = $18,681. $13.71$ (1~6$) 

(use the allocation factor of 11.8% for generation as shown in Exh. SS). 

Line 6 see Exh. 63 . 

•. . $5,$21 x 11.8% (1996$) 

(use the allocation factor on 7.8% for generation as shO\\TI in Exh. 55). 

Line 1 -- $14,258· Line 21 (i996S) 

(Amount sh{mn in Exh. 80 less DOE D&D Fees & SONGS 1 Costs). 

line 8 $19,16 +3 (1996$, 33%oflo131 FF&U). 

Line 18 •• see Exh. 28. 
. . 

Line 21 _. $1,040 + $133 + $4,385 (1996$) 

(DOE D«ontamination & D«ommissioning Fees plus SONGS 1 Spent 

Nuclear Fuel Storage Costs & SONGS 1 Shurdo\\n O&M Costs) 

(rom workpaper provided to the Energy Dh-ision (or the MAM account in Exh. 80. 

Line 30 •• to be upda:ted~n SOO&E's ad\'icc letter filing to reflect SDG&E's 1997 & 1998 

authorized PBR adjustment (or T & D. 

, 
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TaN< II 

Saa Dkf.o Gas &: fkctJi,; ('C'(Ilrln)' 

Fk\.1ric Oc~nl 

"'kxa!1..">Q c-f llnlounJltJ RC\CDllI! R~ircm(ot ('OOlpo..~nts 

6110J96 .\d(lptt4 "81890 Adoplt1f [(' AC A81190 

Ullt FPI~' A'C Ralc A'C Rate Salts Rt\UM , 
So. (Vslomcr etau (tJK"~r) (tlK\\lar) (G' .... n) (SOOO'5) 

(a) I) (t) (d} 

Resldt.tial IUd lUll M5U6 ~92,J70 

COlllllltrcbVtadalrlal: 

1 Sthtdlle A 11-'6-1 IM7I I.;IUS 20-1,891 

3 StM-dale" D u.on u.on 579.;3 70.011 

4 StIM-d .. IeA .... TOtl 1.414 1.414 6.691.65 ~1.62a 

5 StM~"le A6-Toll 6.493 U9) 66S..J.t .o)~ , Sabli/fa' 9.212 8.98. 9,861.66 . 83.~TU , Atrkulturt 11.l00 II.JOO 1"".79 15)61 

a L"lIlilll It.O-U 1I.0·t) 79.76 S,IOS 

9 S)SICDI Tolal USS UJO 1~9""97 I~J,l11 

P.blic Goods :-&(1(. Rcla.fit Rale Rcd DoDds POll tr [nlliDlc 

Uat RCl calie RnCllac RtHDUC Rncl'lac 

:-&0. C.ISIOatrr l .... s.s (SOOO',) (SOOO's) (SOOO's) (Sooo',) 

fl.') (II) ti) (j) 

v V (IDIslralht) (Ulasrntht) 

10 Rcsidutial 21,~ 11,651 $.1,980 IS2,124 

COlli mudal'l ltd ustrial: 

II StbtdaltA 7,834 4,OJl IS,OlO 5J,111 

II StbtdultAD l.n9 1,1~O 0 U,ll1 

U Selltd.I, A L-TOll 26,613 10,05,4 0 1~,161 

14 Stbcdlllic A6-TOll 1.6~ 765 0 IS,lOJ 

15 Sub'of.1 Jl,6J1 16,092 Is.o20 UJ,1S9 

16 A,riculllnt 570 190 0 2,896 

t7 U,latiaC JO& I~ 0 1,196 

II S)Sltlll Total 56.46S 1$,196 1l.O00 J98,S1S 

~t>l:t. 

II use T &0 lotal EPMC method foe disWxAioo .... and lransmssioo revenue a!locafun. 

lJ ~ S.'P a!k>..:atioo ~ t"\Ctft r« CARE rre>grvn (OSU ... hicll art allo.:luJ l'Il an. tqUaJ cc~ts ref l \\ 11 ~is. 
11·1 

(L'UOr APPE..SDI\: C) 

D islril' I.io. Tr.~ .. is.sio. 

Rcu.ee Rntalc 

(Sooo's) (sOOo',) 

(e) (I) . 

If (lUlulrltl' e) 

2~.011 59.410 

11,1" .9.061 

IUn ,f .. 'll 
HI,671 34:.00 

l,eu 1,8U 

H~9J~ 59,891 

6r~ i,s;1 

~06$ t61 

541.615 UI,l32 
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APPENDIX 0 
TABLE I 

PACIFIC GAS AND elECTRIC COMPANY 
ELECTRIC UNBUNDLING 

SUMMARY OF 1998 DISTRIBUTION REVENUE REQUIREMENTS 
(Millions of Oollars) 

No. Distribution 

1 Rela~ Sales Revenue 2,003 
2 Othe; Operating Re'Jetlue 28 
3 Preliminary Total cpue 2,031 
4 Itemize nuclear decoomissioning 

5 ICI? updaleas per 097-05-088 

2.031 

ADJUSTMENTS: 
6 A&G & COI'1lIl16tl aoo general: fu:oo Costs (49) 
7 HazardouS SubstanCe Cleanup (0.1 ) 
8 lelP 
9 1.982 

10 Oistnootion Revenue Requirement 1.954 
wlo Other operatfng revenue 

revunb_sum2d/OecisionRR 7128197 
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A. 96-12-009 
D. 97·08-056 

COt\Il\IISSIONER JESSIE J. KNIGHT, JR. CONCURRING: 

I support this decision. but feel compelled to. inemorlalize thoughts that may aid 
future commission deliberation ill dealing with l\ew,unbundHrtg issues that will surely 
arise OVer time. The decision here provides a fair allocation of costs among the classic 
functional areas of transmission. generation ~d distribution. as well as an tconomically 
e(ficient n'leans of calculating the competition transition charge (cfC). Yet. I must 
express concerns that the p~e,mise driving this stage of unbundling has a basic flaw. The 
exercise to divide the electric ind~stry into dlf~ distinct functional components is an idea 
that no longer fits the reality of ~e e,:~lvipg competitive market {or electricity . , 

, Traditionally. the electricity industry has been segmented into three pfimary functions _. 
transmission~ distribution and generation. 

This decision ref1~ts Ottr'ow.n institutional biasC$ that Were cultivated during the 
several stages of our own initial procedUral and issue development in the electrical 
restructuring proceeding, as well as the strictutes evident inAB 1890 ~hat serve as the 
intellectual 'and legis'lative .anchor$ justifying the attempt to put cos'ts intothe-se .three 
baS~els. The study and' debate oVer the course ofthisdeeision has highlighted the 
unequivocal fact that there are many costs that did not fit easily into one basket ot the 
other. 

Generally. these costs 'should be charaCterized as "retailing costsit. These.retailing 
cos.ts can be categorized as reflecting the cost of selling electricity to an end-user. They 
are not costs assodate.d with the generation of electricity. Fundamentally, the production 
ofpowert the actual generation of electricity. is a wholesale function rather than a retail 
function. These retailing costs are not a true compOnent of the cost of distribution. 
because, die business function of selling a product (0 a customer is inherently not a 
distribution cost. By definition. transmisc;ion costs are not associated with providing 
retail service . 

. The procedural necessity in place currently. that insists that all costs must be 
allocated to gencrati~n. transmiSSion. or distribution. has obscured the issues in this 
proceeding. There are identifiable costs associated with the provision of retail electric 
sCr\'ice. costs that should be unbundled from wholesale costs. recovered through the 
provision of relail service and therefore solely collected from relall customers of the 
utility . 

O;mcurtinU iJ/Cafijornia Public Ulifitits Commissiontr Itssit I. Knight.lr. 
on D.97-08,()56 

August 1. 1997 
Pagt 1 
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As a result of this decision, some of these retailing costs havo been allocated to _ 

generation and some assigned to distribution. of paramount concern is the fear that .. 
recovery of retailir\g costs in distributi,on rateS will require competitive retail pro\,iders to 
inadvertently pay the retailing costs of the utilities. Realization of this en\'isioned 
circumstance would create a subsidization of the utility's retaiHng function. thus 
promoting injury to the development of a competitive retail electric marketplace. 

As the Commission proceeds to fashion a robust and competiti\'e retail n\arket, it 
niust actively seek to further unbundle these uretailing costs" from distribution and 
generation rates. Only this proactive effort can ensure a level playing field between the 
utilities and competitiveeneigy service providers. 

The Commission's experience' in overseeing the namral gas and the 
telecommunications industrieS prepaies us f~r the inevitable fact that the unbundling that· 
is Occurring here win be the fitst of many such proceedings. as our thinking and analysis 
-mature. It is a historic fact that the telecommunications industry has undergone many . 
rounds of unbundling. First, customer-premise-equipment was'unbundled (rom 
telephony. Later, longdislance was unbundled (com the focal service market, as a result 
of the disaggregation of AT&T that resulted from the Modified Final Judgel1'lent in 1984. 
Since then, central office space has been unbundled, as was the .... Ilany underlying basic 
service elements in the 1980's and early 1990's, as part of the federal open network 
architecture policy. CUrrently, local telephone service is being further unbundled with , 
links being uI'lburldled from ports. In (act, the entire network is being u'nbut'idted into 
basic network functions, with each getting unbundled (rom each other. Furthermore, in 
the wholesale provision ofbundle4 servlce. theCoffimission has seen fit to ensure that 
wholesale rateS are discounted to unbundle retailing costs. 

In the natural gas industry, the merchant function, gas gathering, and interstate 
transport are all unbundled. In a Commission decision that is a mete fe\v weeks old, gas 
storage was unbundled. Moreover, this Commission is actively engaged in bringing 
about even greater unbundllng in the intrastate gas arena as a result of D. 97 -08-055. 
Furthermore. it is the intention of the Commission to ensure that its forthcoming IOJlg 
tern} gas strategy also addresses this issue of unbundling rclaili ng costs frool the provision 
of wholesale ser"ices. 

In the electricity industry, as we explored the various aspects of the industry, it 
bccanle apparent that generation is made up of filany severable components. Electricity 
has an energy component, reliability components. and retailing components. Distribution 
has revenue cycle components with distinct retailing elements. Even the overall revenue 

. cycle of the utility carl be further unbundled into meter reading, billing, and othet 
severable parts. It is not beyond the pale fot the Commission to potentially find that nlany 

Concurrcnu of Col ifomi a PubUt Ulilirits CommissiontT ltssit J. Knight. II. 
Qn D.97-08,056 

AuguSII. 1997 
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more underlying functions may e\'entually be unbundled on6 froOl ,mother as a result of 
federal policies that will certainly emerge and evolve over time. 

The process of unburtdfing ~an be likened to the Peeling or an Onion. Under each 
layer. there Is Mother layer that can ~ peeled away, or furthet unbundled, if you wilt. . 
The Commission should fully exPect and rnc,lre tinportaritly. Seek the further unbundling 
of distribution functions to assure' that retailing costs ate truly unbundled from 

- distribution. Only this strategy \yiU yield it cOI1\~litive rnark_el such that .fUI~ retailers 
- will be-able to compete on a level playing field with the utility distribution rompanie.s." Ill" 
. short. the development of a compeUtive retail market requires the" unbundling of retail 
costs from whOlesale services and the sole recovery of these costs from utility retail· 
customers. 

Dated August 1. 1997 in San FraIici·sco, California. 

lsi Jessie J. Knlgill. Jt. 
J~sle J. "Knight. Jr. 
Commissioner 
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