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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Apphcatlcm of Pacific Gas and Electric Company
To Identify Cost Savings for Revenue Cycle o
Services Provided by Other Entities and to Application 97-11-004
Propose Credits for End-Use Customers in Such (Filed November 3, 1997)
Circumstances for Implementation No Later Than
January 1, 1999.

Application of Southern California EdlSOI\
Company To Identify Cost Savings for Revenue
Cycle Services Provided by Other Entiti¢s and to Application 97-11-011
Propose Credits for End-Use Customers inSuch |  (Filed November 3, 1997)
Circumstances for Implementation No Later Than
January 1, 1999,

Application of San Diego Gas & Electric
Company To Identify Cost Savings for Revenue :
Cycle Services Provided by Other Entities and to Application 97-12-012
Propose Credits for End-Use Customers in Such (Filed December 4, 1997)
Circumstances for Implementation No Later Than |
January 1, 1999.

OPINION

Summary o

“This decision resolves OutStaﬁding matters in Phase I of the applications of
Pacific Gas and Electric Company (PG&E), Soutiwm California Edison Company
(Edison), and San Diego Gas & Electric Company (SDG&E) to unbundle portions
of metering, billing and felaté'd services, which we have referred to as “revenué

cycle services.” In this decision, we determine appropriate specific categories of
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revenue cycle servi¢és and address bill formatting issues. We also authorize
PG&E to defer the offering of revenue cycle SOI‘\'lC(’S credits on customer bills and
instead to offer checks to customers subscribing to the revenue cycle services of
competitors except when the ESP directly bllls the customer for PG&E's services

- by providing a consolidated ESPbill. In the case where the ESP sends a
consolidated bill directly to the customer, the refund checks should go to the ESP.

. Background =
The Conlmiésion' "Preferred Pohcy Decision ” on electric uhhty mdustry

restructuring, Decision (D.) 95—12-063, as modified by 12.96-01-009, recognized a
policy framework that assumes entry by pOtentiai encigy service providers
(ESPs) into the 'r‘\ew competitive electric generation market requires unbundling
génchﬂion from transmiSSioﬁ and dis':t}'ibution. The order also found that spéc‘iﬁc.
distribution support functions like metefing and billing are a vital stép in
facilitating direct access, whereby customers may choose their generation
providers. |

12.96-10-074 endorsed a framework that identifies administrative and
general (A&G) activities, customer service and support, meter reading, billing,
and regulatory activities as examples of costs that have no unique rélationship to
any of the three major functional areas (generation, distribution, and
transnussion). D.96-10-074 asked parties to evaluate strategies that would
provide opportunities for ESPs to compete in markets for revenue cycle services
while protecting the integrity of billing and metering processes. In that regard,
we found that partieé should have “comparable access to the generation market

through metering and billing” and that “such access implies fairness to all

stakehoiders which avoids cost shifting where, for example, lower costs to one

group do not mean stranded costs borne by another.” Accordingly, we found
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that competition in metering and billing is not an objective in itself but a means to
achieve effective competition in generation markets.

Subsequently, D.97-05-039 identified specific issues for consideration in
this proceeding and D.97-11-073 directed Edison, PG&E, and SDG&E to file
applications to accomplish the Commission’s unbundling objectives.
Accordingly, the utilities filed these applications in November and
December 1997. Following a prehearing conference on January 8, 1998, the -
assigned commissioners issued a ruling which established a procedural schedule
and split the proceeding into two phases. Phase 1 would consider changes to
utility billing systems required to implement billing credits by January 1, 1999

Phase II would resolve “the broader merits of the various proposals‘ to

distinguish credits by customer segment and examine compeh'ng methodologies

for calculating those ¢redits.”

 Atthe encouragement of the assigined commissioners and the
administrative law judge (ALJ), the parties conferred to attempt to reach
consensus on how to accomplish the Commission’s objectives in Phase 1 of this
proceeding. The parties’ collaboration resulted in a common method with fegard
to credit categories, credit Segments,‘units'(»')f measure, bill format, and proration
methods. ’Consequently, the contested issues in Phase I of this proc¢eeding are
few. The Commission held a single day of hearings on April 1, 1998.

Prior to the scheduled hearing date on Phase I issues, PG&E contacted the -
Commission and the parties in this proceeding to inform them that PG&E's |
billing system would be unable to accommodate the revenue cyde services
unbundling requirements until mid-1999, rather than January 1, 1999, as the
Commiission directed. Shortly thereafter, PG&E met with interested parties to
consider options to mitigate the implementation problems posed by PG&E'’s
system limitations. The Commission held a day of hearing on this matter on
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April 7, 1998. The matter was submitted on May 1, 1998 with the receipt of reply

briefs.

The Commission held two prehearing conferences which addressed
Phase 1 issues, both of which were presided over by the assigned ALJ and
attended by the assigned Commissioner. The assigned Commissioner attended
one of the two days of evidentiary hearings. Consistent with SB 960, this decision
is issued less than 18 months from the dates the applications were filed.

ill.  Phasellssues ,

The purpose of Phase I is to provide each applicant the direction needed to
implement revisions to computer and billing systents. Applicants have stated
they need such direction no latér than July 1, 1998, in order to ensure that
revenue cycle services credits can be reflected on customer bills by year’s end.
Specifically, the applicants need to know (1) the number of credit categories they
must offer, (2) the method by which each category will be segmented, (3) the
units in which credits will be shown on the customer bill, (4) the appropriate bill
format, and (5) the method for prorating credits. We address each of these
below.

As several parties have commented, the purpose of this phase of the
proceeding is ot to approve final revenue cycle services unbundling. Rather, it
is to provide some direction to the utilities with regard to how their computer
and billing systems should be modified in order to accommodate the final
resolution of issues in this proceeding. The implication is that this order niay
adopt requirements for computer and billing system capabilities that are
ultimately not necessary in order for the utilities to comply with the unbundling
requirements adopted in Phase II. In this context, we consider the very general .
comments of Mellon Bank to ihe effect that the Commission should not require

the utilities to invest in technologies that may soon become obsolete with the




A97-11-004 ctal. ALJ/KLM/mrj ¥

cvolution of electric industry restructuring. We appreciate this observation and,

although the issue was not explored with any specificity, we state our intent here

to be mindful of the issue in this order and in Phase Il of this proceeding.

A. ldentitication of Credit Cafegorles
The patties generally agree that the Commission should require the

uttlltles to identify four revenue cycle services credit categories, which Edison
and PG&E refer to as: (1) meter services, including planned and corective
mamtenance, (2) meter 6wnetshi p, including capital costs; (3) meter readmg,’
such as ;m"easurlnwg ushgédét'a and s‘éndlng it to the :c’bmpﬁter system for billing
.and storage; and ) billing and payments, including receiving the meter
" readings, proc’es‘sir‘lg péyﬁiems;i and collectihé overdue payments. The partties |
have minor disagreements over '\_vliat to éall the credit categories. PG&E suggests
all three utilities should employ the same terminology.

We adopt th-elfollox{"ing four revenue cycle services credit categories
for each applicant:’

Nlété_'r Services - - - -

Meter Ownership

Meter Reading

Billihg and Paymentsl

Segmehtation ot Credit Categories

1.  Meter Serylcés Credits

The parties do not dispute the proposals 6f PG&E and Edison

to seghtglit flie meter services credit categories only by rate sclfedule. For
examplé;: a re's'i'de‘htiéal c‘ustomef would receive a credit that is different from that
recelved by a large mdustnal custdmer We adopt the uhhty propOsals to
segment meter serwtes accordmg £ rate schedules because of the dnfferent costs

and services associated with different types of meters used by customers.
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2, Meter Ownership Credits
For New Installations. The Office of Ratepayer Advocates

(ORA) and Enron suggest that the utilities should segment the mete: ownership
credit for new installations where a utility meter is never installed. PG&E
believes this issue should be addressed under the line extension rules. Edison
does not oppose this recommendat:on with the condition that it be applied to all
three utilities and with the understandihg that where a customet receives a lump
sum credit for a new mstallahon, the customer’s reCurrmg meter ownershlp
credit would be redw.ed SDG&E does not support the proposal but is willing to
~' modify its billing system to accominodate separate segments. SDG&E notes that
the issue of whether such a credit would be cost-effective should be explored in

Phase 11

PG&E observes the Commission has already addressed this

issuc io the extent required in T3, 97-12-098 regarding line extension rules. That
decision requires the uhhty to provide an allowance that is revenue justified and
peanits the customer to apply the allowance to the cost of a transformer, service,
and meter equipment. If an entity other than PG&E installs new meters ina
- development, the developer’s allowance will not include the ¢ost of the new
meters bui can, in most cases, be used for other costs of ¢connection. PG&E
argues the proposal of ORA and Enron to create a cost credit for new meters
would duplicate and disrupt the line extension rules. PG&E also comments tiat
its billing system can track whether a customer owns the meter but cannot track
whether a PG&E meter was ever installed there.

| We find some merit in the proposal of Enron and ORA but
agree with SDG&R that whether it should ultimately be adopted will depend
upon relative costs and benefits. For this reason, we wdl direct the utilities to

arrange their blllmg systems to be able to acmmmodate a credit for new
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installations but will decide whether in fact the credit should be offered in Phase
Il. During Phase I, we will consider the extent to which the line extension rules
might affect or be affected by a billing credit for new installations. We concur
with Edison that all three utilities should be subject to the same unbundling
requirements.

By Rate Schedule. PG&E and Edison propose to segment the
meter ownership credit category by rate schedule only as a proxy for spécific
meter types. No party disputes this recommendation and we adopt it.

For Existing Utility Meters. Enron and ORA propose that
customers be allowed to purchase existing meters from the utilities. PG&E
argues such a proposal is appropriately considered in other proceedings. Edison
does not oppose ORA and Enron’s suggestion as long as it is applied cqually to
all three utilities.

While we believe Enron and ORA’s proposal may have merit,
we find that the issue is better considered at a later date, as PG&E proposes. We -
believe the costing and implementation issues may be complex enough that they
would extend this proceeding beyond the time period we have set for resolving
other issues. We will direct the utilities to file separate applications to address
this issue in 1999.

3.  Meter Reading

By Rate Schedule. PG&E and Edison propose that meter
reading should be segmented according to the customer’s rate schedule because
different types of services may impose different costs. No party objects to this
recommendation and we adopt it.

Electric vs. Dual Commodity. Enron proposes that the

- Commission direct the utilities to accommodate billing segménts for

circumstances where the utility competitor reads only the gas meter and where
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the competitor reads both the gas and electric meters. University of

Cali fomié/ California State University/Department of General Services
(UC/CSU/DGS) concurs with Enron'’s proposal. Similarly, ORA believes the
utilities should be permitted to contract with ESPs to provide gas meter reading
services to dual commodity utilities, thatis, PG&E and SDG&E. PG&E opposes
this change, observing that its “Gas Accord” D.97-08-055, deférred the possibility
of gas billing and metering unbundling through 2003. It also argues that its
contracts with labor unions do not permit this work to be “outsourced” to othets.
SDG&E includes a credit calculation for situations where the ESP reads both the
electric and gas meters or processes both bills but proposes that the issue of
revenue cyc!e services unbundling for gas only meter reading be resolved in the
Commission’s gas strategy proceeding, Rulemaking (R.) 98-01-011.

We will require SDG&E and PG&E to modify their billing
systems so as to accommodate circumstances where the ESP reads both the gas
and electri¢ meters. We remind PG&E that the provisions of its Gas Accord may
be modified, in order to comport with industry restructuring, as stated in
D.97-08-055. We will not at this time require any accommodation for instances
where the ESP reads only the gas meter. Thatis a matter which is appropriately
resolved in our natural gas strategy rulemaking, R97-01-011. While we
understand that the matter before us addresses itself only to billing capabilities
and not the more general policy question, we are not inclined at this time to
direct the utilities to make system modifications that are the subject of another
proceeding and which may ultimately be urinecés's;\ry.

By Geographic Zones. PG&E proposes to segment the meter

reading credit category into three geographi¢ zone to reflect the cost variations
between high-density and low-density iieighborhoods. Edison and SDG&E
propose five such zones. PG&E observes that, although the Commission should
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rule on the number of zones in this order, it has dectded to rule on the merits of
geographic segmentation in Phase Il of this procceding. UC/CSU/DGS argues
the Commission should adopt the highest possible number of geographic zones
in this order so it has the maximum flexibility in Phase 1l to adopt the higher
number or something less.

We herein require the utilities to acquire the capability to
segment meter reading into five geographic zones determined on the basis of zip
codes. We ma)? collapse or eliminate these zones in Phase I, depending on our
findings thé'r‘e with 'regard to geb'graphic costs, implementation issues, and
related matters.

Streetlights and Traffic Control Signals. The California City

County Street Light Association (CAL/SLA) r'cc‘oh‘lr’nends_ that street light and

traffic control signal customers should receive appropriate credits for meter
reading and other credit categories. Edison opposes this proposal, stating that it
grouped such customers with other customers using less than 20 kilowatts (kW)
because there are no cost savings to justify further differentiation. Edison also
argues that unmetered electric streetlight schedules LS-1 and LS-2 should not
receive any meter credit.

We agree with Edison that CAL/SLA has not justified a
separate segmentation for streetlight and traffic control signal customers. We
also find that an account for an unmetered service should not receive a meter
reading credit.

By Retrieval Mode. PG&E proposes that the meter reading
credit category should be segmented according to whether the meter reading is
retrieved manually or by modem. No party objects to this proposal and we

adopt it for all utilities.
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4. Billing and Payments Credit Category
By Rate Schedule. Edison and PG&BE propose to segment the

billing and payments credit category by rate schedule to reflect that costs vary
according to customer type. No party opposes this recommendation and we

adoptit,

By Commaodity ’I‘ypé. PG&E proposes that the creditbe

segmented by commodity, or account type, meaning single commodity {electric
only) or dual commodity (electric and gas). In so doing, PG&E assumes it will be
the sole provider of gas billing and payment services. We discussed this
assumption in more depth previously in thisorder. We will adopt PG&E’s
proposal to segment the credit by commodity type for PG&E and SDG&E.

5. Consolidated ESP Billing. Enron and ORA proposé both
“full” and “partial” consolidated billing by ESPs. Partial consolidated billing
refers to a circumstance in which the utility bills the ESP for services provided by
the utility to the customer and the ESP in turn supplies a consolidated bill to the
customer that reflects both uﬁlity and ESP charges. Full consolidated billing
refers to a circumstance in which the ESP also computes the utility’s charges.

PG&E does not oppose segmentation of the billing and

payment credit category between pértial ESP billing and full ESP billing,
Similarly, Edison assumes the Commission will require segmentation between
full and partial consolidated ESP billing. We will direct the utilities to modify
their systems to accommodate both full and partial consolidated ESP billing.

6.  BIil Format and Customer Communications. In general,
PG&E recommends that all three utilities implément a uniform bill format for
revenue cycle services credits in order to avoid confusion among ESPs and
customers. Edison, SDG&E, and PG&E propose the customers® bills include four

lines, one for each c¢redit category. ORA suggests a single line item for all four

-10-




A97-11-004 et al. AL)/KLM/muj

types of credits, believing that the larger number of revenue cycle services line
items, in combination with the many other line items on customers’ bi]ls_such as
those for transmission, public purpose programs, and distribution, will dilute the
information on the bill. Edison responds that éollapsing four credit categories
into a single line item on the bill cbscures information which'is critical to good
decision-making.by customets and will impair customer choice. SDG&E makes
similar comments but states it is able to accommodate either format by

January 1, 1999.

With the many regulatory changés in the electri¢ industry

taking place over a short period, customer bil]s‘ have become increasingly
complicated. At this time, we find that a'dd'in{; four more lines to cﬂstc’:nier bills
will create mofe confusion than is r:éésdhablé under the circumstances.
Sophisticated customers, that is, those h{o.st l}kély to benefit from revenue cycle
services unbundling, will be motivated t6 understand their revenue cycle
services options and how their choices may affect their bills. Customers who are
not so highly motivated are unijil—(ély" to benefit from the additional information.
We will reconsider this issue at the request of any party one year after -
implementation of revenue _cydé services unbundling. By then, customers will
have had some time to digest the itany changes to their services and bills, and
the provision of additional billing information may be appropriate. In the
meantime, we will nevertheless r‘e'quiré the utilities to develop the systems
capability to include four lines of iﬁfofmhtioﬁ regarding revenue cycle services so
that there will be no delay between the date of a future order and final
implementation. _ ,
ORA also sﬁ"gg'e-_stsAthat the utilities fely on ESPs to explain the
credits to their revenue cyéle ééfvic.és’c'ﬁs'tbme'ré, a p’rchp.osal which PG&E

supports. We adopt this proposal.
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7. Units and Proration. PG&E proposes to use “dollars per
“account per month” as the unit for billing and payments credits and “dollars per
meter per month” as the unit for meter services, meter ownership, and meter
reading categories. We adopt these units as reasonable for all three utilities.
PG&E and Edison propose that credits for meter services and
meter owﬁersh_ip should be 'prorated, while credits for meter reading and billing,
and payments should not be prorated but just given on a monthly basis. PG&E
explains the basis for the distinction i is that meter services and meter owner-ohlp
are a funchon of the number of days in 4 month, while the costs of meter reading

and blllmg are not. No party opposes this recommendation and we adopt it.

. PG&E s Billing Problem
Like IZdlson and SDG&E PG&E ongmally proposed to'incorporate

revenue ¢ycle services credits mt(_) customeis’ bills beginning no later than
January 1, 1999. On March 20, 1998, PG&H's a'ftornéy notified the parties and the
Comrnission by electronic m»it that PG&E would be unable to implement
customer bill credlts by January 1, 1999, as the Comrmssnon ordered in
D.97-05-039. Following A prehear_mg conferenc»e, PG&E met with interested

parties at a workshop to addtess options for implenenting revenue cycle services

unbundling. Subsequently, parties submitted testimony and the Commtission

held a day of hearing on this issue.

PG&E explains that its billing system will be unable to identify revenue
cycle services on customer bills by January 1, 1999 as a result of delaysin
implementing major changes to the billing system. It proposes a temporary
solufion for the problem as it affects this proceeding, which would be in place
from January 1, 1999 through the end of 1999 when PG&E would implement its
main pfdpdséll, discussed earlier. Specifically, PG&E proposes to send one check

in advance for 1999 revenue cycle services credits to each eligible customer
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opting for unbundled revenue cycle services. Customers who opt for unbundled
revenue cycle services inn months following January 1999 would receive a check

for the remaining months in 1999, PG&E will assume the risk if the customer

returns to bundled service or discontinues service.

In support of its interim proposal, PG&E argues that .97-05-039 does not

order the utilities to incorporate revenue cycle services credits on customers’
bills. Instead, it orders cach utility to propose a “means for ensuring that
custorers are not charged by the diétrib‘utién atilities for those services in such
circums’ténces.” PG&E believes its interim' proposal éatisfies tﬁis requiremént.

ORA supports PG&E's proposal, believing it to be the simplest and fairest
result for customers excépt that in its comments to the Pfopbsed Decision ORA
clarifics that it prefers an “up-front” bill credit to s_endiﬁgf'chec‘ks"tp customers as
a meant to provide flexibility to ESPs régarding billing o'ptié'ns'.-. ORA suggests
that PG&E be required to assume the cost of this propésa]. PG&E concurs with
this sugpestion and states that these costs até not included in PG&E's general rate
case. ORA also suggests that PG&E make clear to its customers thaf the revenue
cycle services credit exists because of services provided by the customer’s ESP,
and that it 1s not 4 PG&E offering extended to bundled service customers. PG&E
also aptees that this is a reasonable condition. To this end, PG&E suggests _thé
Comnmussion requife PG&E to work with ORA regarding 1999 bill format and
customer communication, and designate Energy Divisidﬁ staff to review and
approve the plan.

Enron opposes PG&E's proposal. First, Enfon observes that PG&E would
be able to implement the billing system changes according to the Commission’s
schedule by dedicating more internal resources to the systefn changes. | |
UC/CSU/DGS makes similar comments, observing that PG&E's problems have
been known for some titme. UC/CSU/DGS proposes that PG&E be.r’équired to
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present a detailed explanation of its billing system upgrade plans and priorities,

possibly by way of an independent audit, in order to foreclose a later emergence

of the arguinents made here to delay revenue cycle services credit
implementation. If the delay is required, UC/CSU/DGS favors PG&E's interim

proposal.

QST, an energy service provider, also opposes PG&E's proposal, arguin 8
that PG&E has not sufficiently )ushfled its deferral of the blllmg credits. QST
recommends that if it accedes to PG&EB’s proposed delay, the Commission should
require PG&E to crédit ESP accounts for the’ dlfference rather than pa)' customers
directly. QST explains that some ESPs may have contracts with ESPs that would
be mcompatlblc with the procedure propoced b) PG&E, creating additional
c_onfus:on and raising ESPs’ costs. QST believes PG&E's interim solution is

" anticompetitive because it would require that ESPs offering bundled services
with guaranteed discounts would either have to forgo the credit or require a new
custonter to pay a switching charge. The reason for this is that the ESP would no
longer have access to the credit amounts by way of the customer s blll QST
refers to this circumstance as a barrier to market entry.

Discussion. As described during the hearing, PG&E suspended work on
the billing system until March 1998. The result will be additional confusion for
customers and more complicated marketing for PG&FE’s competitors. We share
the frustration of Enron and QST with the delay PG&E proposes.

Nevertheless, the harm from delaying changes to the billing system is
short-lived in the grander schenie of.th.ings. We are'convinced that PG&E could
implement the billing changes required by ]émiary 1, 1999 only by diverting
substantial resources to this single task, posmbly at the expense of other

operational reqmrements We will not order PG&E to divert resources to assure

a quicker implementation.




A97-11-004 etal. COM/JXK #*

Having found that we will not hold PG&E to including credits on
customers’ bill by the original implementation date of January 1, 1999, we must
decide how PG&E should credit those customers who choose to use competitors’
revenue cycle services. We reject QST’s proposal to provide the customer credits
to ESPs with the exception of those ESPs that provide a consolidated bill to their
customers. Under consolidated ESP billing it is the ESP that bills and collects
from the end-use customer. The ESP is required to pay the full utility charges
regardless of whether the customér actually pays the ESP. Therefor, because it is
the ultimate responsibility of the ESP to guarantee payment, the ESP should
receive the refund check. Otherwise, we would have the possibility that
customers that have not paid the ESP will receive a refund check from the utility
for service that they have not paid for. Also we agree, in the case of coﬁsoi_idated

billing by ESPs, that it is anti-competitive to have the refund go directly to ESP

end-use customers for which the UDC does not directly send a bill.

We have considered requiring ESPs to include the credits on consolidated
bills and, in those cases, allowing the ESPs to flow through the cost savings to
customers rather than having PG&E provide a check to the customer. In
comments to this proposal, however, PG&E convinces us that we donot havea
record to permit a finding that ESPs’ billing systems could aCCOmmodate such
credits or that there is a reasonable method to assure the ESPs actually provide
the credits. PG&E also reiterates that the billing system limitations which make it
unable to provide customer credits in 1999 apply also to an arrangement where
the ESP would provide the credit and forward the net billed amounts to the
PG&E.

For these various réésons’and during this interim period, PG&E will be
authorized to provide credits to custormers who elect the revenue cycle services

of competitors by providing such customers a check except in the case of
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customers that are billed directly by the ESP using consolidated ESP billing. In
these cases it is not PG&E that is responsible for the billing and collection from
end-users but rather the ESP. ’i‘herefor, ESPs that provide ¢onsolidated ESP
billing shall be issued refund checks for the revenue cycle service credits that
they have overpaid to PG&E.

‘We also adopt the conditions suggested by ORA regarding PG&E's
assumption of the ¢osts and the development of customer information about the
circumstances urder which the rebate checks are offered. PG&B's 'propo‘s_;xl here,
while not optimal, is not inconsistent with the overall intent of D.97-05-039. Of
the options before us, it appears to be the siﬁipleSt for customers to understand.

We do not believe this interim resolution of PG&E's billing problem will
compromise the ESPs or their customers as QST smi'ggests, except in the case of

consolidated ESP billing. While we find such a method to be preferable to others
we have considered, D.97-05-039 specified only that the utility should propose “a
means for ensuring that customers are not'charged by the distribution utilities for
those (revenue cycle) services” provided by another utility. While we do not
wish to understate the disrupﬁon that PG&E's proposal here may impose on
ESPs, we nevertheless do not find convincing the ESPs’ argument that we must
order PG&E to implement billing credits by January 1999 on the basis of a ruling
which addressed itself to the procedural aspects of reviewing utility applications.
In this regard, QST submits comments to demonstrate the ways in which PG&E's
proposal may harm ESPs. We do not take these concerns lightly. Nevertheless,
our first concern lies with protecting customers, a concern which is not
adequately addressed by QST’s proposal to receive funds from PG&E, therefor

we prefer that refund checks be issued directly to end-use customers where

PG&E directly bills the customer; in the case of customers billed directly for both
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PG&E and ESP charges by the ESP (ESP Consolidated Billing) we prefer to have
the refund checks issued directly to the ESP. |

We do not adopt the recommendation 6f Enron and UC/CSU/DGS to
conduct an audit of PG&E’s billing system planning at this time. We accept
PG&E’s assertion that such an audit could impose additional strain on the
implementation process. We put PG&E on notice, however, that we will not
accept delays extending beyond the end of 1999 for PG&E's implementation of

revenue cycle services billing credits.

Issues tor Future Consideration, |
After reviewing the record in Phase 1 of this proceeding, the comments on

the ALJ's proposed decision, and comiments onan altemate decision sponsored
by Commissioner Kni ght, we are mterestecl in exploring two broad issues for
resolution and possible lmplementahon in the future. First, we will consider
whether at some future date we should dt}'ect the electric utilities to stop billing
for those services it does not provide rather than provide credits for them. In
such cases, the utility would bill all customers for basic services and add charges
* for revenue cycle services provided by the utility. This more complete form of
“"unbundling” would render utility bills comparable to those of firms in most
markets, which bill only for those services théy provide and therefore do not
need to provide customers with credits or checks for setvices they do not
provide. Second, we will consider_the extent to which we should regulate the
information provided on an ESP’s ¢consolidated bill with regard to revenue cycle
services. Arguably, the ESP should not have to identify the savings a customer
realizes from not taking the services of another firm, in this case, the distribution
utility. By this, we are not consxdermg changes to the requirements of the
distribution utilities with regard to thelr 0perahons or billing systems lnstead

our inquiry concerns requirements of ESPs undertakmg consolidated billing,
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Appendix A to this decision presents specific questions on these two
topics. We will direct the Applicants and invite other partties to comment on
them within 30 days of the effective date of this order. Tn their comments, parties
may propose methods for proceeding further to resolve the issues, for example,
separate utility applications, further hearings or comments, or the immediate
issuance of a Convnission order.

Findings of Fact

1. The Commission resolved to issue an order in Phase I of this proceeding
which would perii:: the appliéants time to modify and 'plan their COmpintei' and
billing systcms inc t
Phase I of this proceeding regarding unbundled elements, prices, and related
matters. The computer and billi_h'é system capabilities ordered in Phase 1 may'n"oi_ |
ultimat2ly be required by the Phase 1l order. |

2. ‘iherecord in this proceeding thus far does not permit a determination of
whether the benefits of requiring a credit for new installations will justify the
costs.

3. The Commission is considering the unbundling of gas revemie cycle
services in R98 01 011, | |

4. The Conunission has decided to rule in Phase Il on the merits of the
number of geographic zones to be applied to meter reading.

5. The Commission has directed the utilities to provide information regarding
full and partial ESP consolidated billing.

6. A single billing line for revenue cycle services will provide needed

information to customers in the initial stages of revenue ¢ycle services

unbundling.. Four line items on the bill would create t6o much confusion for

customers partly because of the many other chan'gés‘ on their bills resulting fioin

the introduction of direct access.
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7. PG&E notified the Commission and the parties on March 20, 1998, that it
would be unable to incorporate revenue cycle services credits on customers” bills
beginning January 1, 1999 because of delays associated with modifications to its
billing system. PG&E subsequently stated that it would be able to meet that
deadline only by diverting internal resources to the task at the expense of other
work.

8. PG&E's proposal to offer checks to customers receiving revenue cycle
services from ESPs is not inconsistent with D.97-05-039. Accordingly, in
contrachng for servlces wnth customers, ESPs had no ba51s to assume that PG&E -
would offer credits on customer bills dunng 1999.

9. Itis reasonable to assume that PG&E could lmplement customer blllmg
 credits in 1999 only by dwerhng resources from other operational tasks at a cost
that is not demonstrated to be offset by the benefits of offering billing credits”
~ rather than checks to customers who subséribe to competitors’ revenue cycle

services.

10. ESP’s that provide consolidated bills to their customers, (i.e. provide a bill
that includes both the amount chafged by the UDC and the ESP’s charges in _the '
same bill) act as billing and collection agents to the utility and are required to pay -
the full amount billed r‘egardles‘é of whether the end-use customer actually pays.

11. Among the proposals on the record PG&E’s proposal to provlde checks

“to customers who receive revenue ¢ycle services from ESPs during 1999 is the
least confusing for customers and best protects customer interests, unless that
customer is billed directly by the ESP for all services under consolidated ESP
billing. In that case it is reasonable to issue the refund checks directl)"to ESP.

12. The record does not support a finding that an audit of PC&E’s.b'i_l_lihg

system is required at this time to assure reasonable implementation of

Commission requirements.
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Conclusions of Law
1. The Commission should order the applicants to modify their systems to

accommodate a credit for new installations but defer to Phase Il the issue of
whether the utilities should be ordered to unbundle that element.

2. The Commission should require the utilities to file applications to explore
the issue of whether the utilities should offer customers the opportunity to
purchase existing meters. -

3.. The utilities should be directed to acquire the capability to segment meter
reading into five geographic zones based on zip codes pending the Commission’s
review of how many geographic zones into which meter reading should be.
segﬁ'lented.

4. PG&E and SDG&E should be ordered to modify their computer and billing
systems to accommodate circuristances in which a competitor reads the electric
meter and the gas meter simultaneously. The Commission should defér to
R.97-01-011 the issue of whether gas-only meter reading should be unbundled
and whether associated billing changes ate required.

§. The applicants should be directed to modify their computer and billing
systems to accommodate credits for both full and partial consolidated ESP
billing.

6. The applicants should modify their billing systems to accommodate the
addition of 3 single line item on customer bills for revenue cycle services.

7. Except as set forth in this order, the Commission should adopt the utilities’

uncontested proposals in Phase 1 of this proceeding as reasonable unless

determined otherwise in Phase 11 of this proceeding,
8. The Conunission shoutd adopt PG&BE's proposal to provide checks to
customers who elect revenue cycle services from competitors during 1999 for

customers PG&E bills directly. This arrangement is simple, relatively easy for

-20-
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customers to understand and does not unduly compromise other Commission
policy objectives for the period in question. However, for customers billed
directly for both ESP and PG&E charges by the ESP using consolidated ESP
billing, the refund should go directly to the ESP. PG&E should be required to
implement credits on customenr bills no later than January 1, 2000.

9. PG&E, Edison, and SDG&E shall and other parli'es may, within 30 days of
the effective date of this order, respond to the questions set forth in Appendix A

of this order.

ORDER

IT IS ORDERED that;

1. Pacific Gas and Electric Company (PG&E), Southern California Edison
Conmpany (Edison), and San Diego Gas & Electric Company (SDG&E) shall
modify their computer and billing systems to accommodate the following,
pending a final determination of these matters in Phase 11 of these consolidated
applications:

A credit for new installations;

The segmentation of meter reading into five geographic zones;

Circumstances in which a competitor reads the electric meter and the
gas meter simultaneously;

Credits for full and partial consolidated ESP billing; and

The addition of four line item on ¢ustomer bills for revenue cycle
services.

2. Bxcept as set forth in Ordering Paragraph 1, the uncontested proposals of
Edison, PG&E, and SDG&E are adopled until and unless they are modified in
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5. This proceeding shall remain open for the Commission’s review of matters
- identified as within the scope of Phase 1l
This order is effective today.
Dated July 2, 1998, at San Francisco, California.

RICHARD A.BILAS
' . President
P: GREGORY CONLON
JESSIE ). KNIGHT, JR.
HENRY M. DUQUE
JOSIAH L. NEEPER
Commissioners

We will file é;joi'nt concurring opinion.

/s/ Richard A. Bilas

- President.
/s/ Josiah L. Neeper
- Commissioner

1 will file a concurring opinion.

/s/ P. Gregory Conlon
Commissioner
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APPENDIX A
(Page 1)

1. Should the electric utilities continue to bill for revenue ¢ycle services and
then provide billing credits to those customers who receive revenue cycle
services from competitors? What are the effects on customers and customer
understanding of providing customer bill credits compared to simply reducing
the utility bills of customers who receive revenue cycie services from -
competitors? What are the effects of this latter approach that is, more complete

“unbundling,” on market efﬂclency and compehtlon?
2. How does more complete revenue cy¢le services unbundling compare with

the existing arrangements for bill credits (or checks to customers, in the case of

PG&E)in terms of costs and 1mplementahon? |
3. How long would it take to make_the blllm"g system changes and

operational changes required to unbundle revenite cycle services from utility
bills, assuming the utility system is designed to accommodate customer bill
credits (or, in PG&B’s case, checks to customers)? |
4. Could unbundled blllmg for revenue cycle services be accomplished by

creating a new tariff schedule for custoimers who do not take any revenue cycle
services from the uh‘lity} \vitt\"added eharges for each unbundled revenue cycle
services purchased ftOr_'n: the utilit}? Is this arrangement in any way limited by
AB 1890 or the Public Utilities Code?

5. Should the Commission explore furthet unbundled billing for utility
services other than revenue cycle services?

6. Should the Commission require ESPs to reflect revenue cycle service
credits on the consolidated E;S_:P‘bi]ls sent to customers?' Is such a ¢redit
comparable to a wholesale price and, if s6, should it bé included on ESPs’

consolidated bills to ¢customers?
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APPENDIX A
(Page 2)

7. What effect does requiring ESP to reftect re\’ei{ae; é}'cle service credits on
the consolidated bills have on customer behavior, prices, competition, customer
understanding, and supply of revenue cycle services offered by utilities and
competthve uproviderb?‘ |

8. How, if at all, would rehevmg ESPs from reﬂectmg revenue cycle services

bxll crednts on consohdated bllls affect costs? How does the associated cost

- compare to other ophons?
9. What proportlon of ¢ustomiers takm g revenue cycle services from ESPs are -_

billed directly by ESPs?

(End of Appendix A)




A97-11-004, ¢t al
D.98-07-032

PRESIDENT RICHARD A. BILAS and COMMISSIONER JOSIAH L. NEEPER
Concurring:

Today’s decision adopls a short-term mode! for extending revenue cycle service
credits (or checks as appropriate) from UDCs to cqsiOn‘ners in the instances when these
services are purchased from entitics other than UDCs. This is an appropriate decision
.\\ ‘hich will help the industry move toward a more compeulne structure for lhe provision

of these services. This model will work i in the short- !emt

We are most intf:r'ested in moving toward a sustainable model for the billing of

revenue cycle services, when those services are provided by some entity other than the
utility distribution ¢company. To us, the si}nplest and most straightforward method is for
the UDC to bill for these services it provldes, and to not bill for those services it does not
prov ide. Thisis the w ay that blIhng is done for every other company, and it is clear and
understandable for the public.

The Commission has been considering methods of billing for com petitive reveaue’
cycle services that involve credits. The way this works ma)"bc that the UDC bills a
customer for all services it usually brovidés, and then provides a credit (which may go to
the custonier or the competitor) for those revenue cycle services the customer obtains
from a competitor. This is analogous to buying apples and bananas from the grocery
store, buying tumips from the comer market, being billed by the grocery store for apples,
bananas and turnips, and receiving a c'red‘it from the grocery store for the tumnips. The
customer ends up paying the right amount of money, but in a most convoluted way.

Another thing the Commission has been considering has to do with PG&E’s
apparent billing problems. PG&E claims it ¢cannot provide credits on the bill until
sometime later in 1999 or 2000. PG&E wants to send checks instead of providing bill
credits. Again, this works out mathematic¢ally. Bul there is 116 good reason ny grocery
store should charge us for turnips we didn’t putchase there, and then send a check to

compensate for the overcharge.
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The better way is for the UDC to send a bill for exactly what is purchased, and
only for what is purchased. The competitor should send a bill for what is purchased and
only for whatis purchased. The grocery store alteady does this. While we are discussing
this issue in the context of revenue cycle services, the concept is applicable to any UDC
scrvice which can be provided by a competitor.

In Phése 11 of this proceeding, we will determine the level of fevenue cycle

. services credits.  In our mind, the use of the term “credits” is a misnomer - the propér

way of characterizing what we should do is to develop unbundled add-on rates for

revenue cycle services.  Whatever the level of the unbundled rate is determined to be for
specified revenue ¢ycle sen’ices,‘lh»is should be added to the UDC if these services are
purchased from the UDC. Otherwise, the UDC bill should not have a line item for these
sen'i(*ebs. The unbundled add-on rate ¢an be expressed in a volumetric way V(e.g.,
cents/kwh) or in a specified price (e.g.,'_$ per bill).

To make this §\'ofk, the prices for unbundled revenue cycle services should be
available to customers so they can make an informed choice about where they purchase
these sen’fces. Thisis exaclij‘ how thingé work in a related utility industry — the local
telecommunications industry, Customers are charged a basic rate. 1f customers would
tike to add-on bther services, such as voice mail of inside wire, they may do so atan
additional charge. Or thé)' may purchase these services elsewhere, or not at all.! The
same is true for customer at the grocery store o the hardware store.

In today's reslmciuring-in-prﬁceSs electric world, we have another example in
California of a short-term billing model. The energy commodity is billed in a simitar
manner to the i\'a)' revenue cycle credits will be handled by today’s décisien. A customer
who purchases energy from a competitor of the UDC pays the UDC for the commodity,
and receives a “PX credit” based on the Power Exchange price. A better way in the long-

term would be for the customer to simply pay the UDC for UDC services, and pay the

! One differcnce between the industries is that these telecommunications services are optional, while
_tevénue cycle services are required. However, the analogy holds because the emphasis is on the
- competitive nature of the services and the billing method, rather than the question of necessity to purchase.
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ESP for ESP-provided energy. The same would be irue for any other service that

becomes competitive,

W¢ recognizg that it may not bé possnble to lmp!emenl unbundled add -on bzllmg
| for revenue cycle services b) January 1, 1999, the date credits wete anu(:lpaled to begin.
Unforlunately this i issue has not been properi)' 7aised and consxdered in this proceedmg
yel. Wedo behc\e the UDCs should moxc © this model as soon as possible, mcludmg
on January 1, 1999 if thls pro\'es tobe feasnble We mll work with the Assigned

Commissioner lo make ev: ery effort to sce that lhIS oceurs.

fs/__Richard A.Bilas I Josiah L. Neeper
~ Richard A. Bilas e ~ Josiah L. Neeper
President Commissioner

'_S'an Francisco, California
July 2, 1998 |
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Commissioner P. Gregory Conlon, Concurring:

1 am supporting this decision except for one issue that concerns me. The
adopted decision decides that where an Energy Service Provider (ESP) provides

consolidated billing to a customer, the ESP, and not the end-use customer, will

receive any credits that are provided for billing and metering services.

As Commissioner Knight noted, he believes that revenue cycle services such as
meterin g are better ¢ategorized as wholesale services, not retail services, and that the
ESP is providing the revenue cycle services as much for the utility’s benefit as for the
customer’s benefit. Therefore, according to Commissioner Knight, the local
distribution utility should pay the ESP for providing this service rather than providing
the end-use customer with a credit ( or a check) as the Administrative Law Judge had
originally proposed. |

1 believe instead that revenue cycle services should be considered as retail
services where the customer should be able to make his choices and should directly
receive any credit (or check) associated with metering services.

At the present time, only ESPs can offer metering services. However, our
metering decisions left open the possibility, and stated a desire, to one day allow
meter service providers to offer their services separately from the ESPs. This is a
goal that 1 support and hope to achieve once we have resolved issues of financial and

operational reliability.
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Commissioner P, Gregory Conlon, Concurring (page 2):

Under this model, companies such as Cell-Net or Itfon could install metering
technologies on their own, and then customers using that metering technology could
shop around from ESPs offering ehefgy services. Other customers, such as myself,
may want té have a real-time meter installed to monitor energy usage, even if sorme of
these customers choose to remain with the existing distribution utility as their default
provider.

It is for these reasons, and because I believe that customers should receive as
much price information as possible in order to make an informed choice, that 1

believe the end-use customers, not the ESPs, should receive any credits or checks.

Since today’s decision primarily affects the changes that the utilities need to

make to their billing systems, and since the decision still seeks comment on a wide
variety of billing options and choices, I remain open to examining this issue further as

the proceeding continues.

{5/ P. Gregory Conlon
P. GREGORY CONLON
Commissioner

San Francisco, California
July 10, 1998
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PRESIDENT RICHARD A. BILAS and COMMISSIONER JOSIAHN L. NEEPER
Concurring:

Today's decision adopts a shori-term model for e'\:tending révenue 6)'clc service
ctedits (or checks as appropriate) from UDCs to cuslomera in lh stane es when thesc
services are puruhased from cntmcs other than UDCs This is an appropriate demsmn
which will help the mduslry move tm\md amore c0mpsmm, structure for the prowsmn
of these services. This model will work in the short-term.

\\’c are most mtm.stcd in movmg toward a sustainable model for lhc billmg of
revenue cy: cle s:.mc;s, when those servicss are provided by some entity other than the
utility dlslnbuuon company. To us, lhe <1mplest and niost slmghlfom ard method { |s for
the UDC to b)il for those services it provldo.s and to nodt blll for thosé services u doc> not
provide. Thisis the way that bnllmg 1S done for every other compan) ,and it is clear and
understandqble for the public.

Thz. Commlcs:on has been consideri rmg methods ofblllmg for comps.tm\ (3 Y
cycle services that inv: olve credits. The wi ay this works niay be that the UDC bills a
customer for all seivices it ~usu;al'l')f provides, and then provides a credit (\\'hich may go to
the customer or the comp&i(o;) for those revenue cycle sévices the customer obtains
from a compelitor, “This is analogous to Su)'ing apples and bananas from the grocery
store, buying turnips from the conier market, being billed by the grocery store for apples,

bananas and tumips, and réceiving a credit from the grocery store for the turnips. The

customer ends up paying the right amount of money, but in a most convoluted way.

Another thing the Commission has been considering has to do with PGRE’s
apparent billing problems. PG&E claims it cannot provide credits on the bill until
sometime later i in 1999 or 2000. PG&E wants to send cheeks instead of providing bill
cred\{s Agam, th]s Wi orl\s out malhem'ﬂtcall) But there is no good reason my grocery
store should charge us for turnips we didn’t punhase there, and then send a check to

compensate for the overe harga.
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The better way is for the UDC to send a bill for évxa'clly what is purchased, and
only for what is purchased. The compctitor shoutd sead abill for whatis purchaécd and
only for what is purchased. The grocery store already does this. While we are discussing
this issug in the context of revenue cycle services, the concept is applicable to any UDC
seivice which can be provided by a competitor.’

In Phase 1 of this procecding, we will determine the tevel of revenue cycle »
scrvlccs credifs.  In our mind, the use of lhc term “credits” is a misnomer — (hé proper
way of characterzing what we should do is to develop unbundled add-6n rates for
revenue eycle services.  Whatever the level of the unbundled rate is dc{crmmcd to be for
specified revenue cycle services, this should be _addgd_to the UDC if these services are
purchased from the UDC. Othenwise, the UDC Bil'l should not have arlin'é item fbr these
SerV ices. The unbundled add-on rate can be expn.ssed in a volumetric way (e g “
¢ents/kwh) or in a specified price (e.g., $ per bnll)

To niake this work, the prices for unbunded revenue (:)cle services should be
~available to custémers so they can make an informed chonce a‘oout where the) punhas»

- these services. Thisis exacily how lhmqs work ina rdaled uuht) mdustr) ~the local
ldeco:nmumcahons industry. Customers are charged a basic rate. 1f customera would
like to add -on other s¢ mc-:s, such as voice mail or inside wite, they may do so atan
additional charga. Or they may purnhase lhm, services elsewhere, or not at all! The
same is true for customer at the grocery stote or the hardware store.

In today’s restructuring-in-process e!eclﬁc world, we have another example in
California of a shon-t’em\‘b'illing model. ‘The encrgy commodity is bitled ina simitar
manier to the way revenue cycle credits will be handled -by today’s decision. A customer
who purchases energy from a competitor of the UDC pa)"s the UDC for the commodity, -
and receives a “PX credit” based on the Power E:géhahgc price. A better way in'the long-

term would be for the custoner to simply pay the UDC for UDC services, and pay the

! ()ne dlﬂerence between khe mdustnes is thal these tetecommumcanons services are 0phonal while
revenue ¢ycle sénices ate required. However, the analogy holds Because the émphasis is on the
compelm\ ¢ pature of the servides and the bnhng method, rather than the question of necessity to purchase.
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ESP for ESP-provided encrgy. The same would be true for any other seevice that
becomes competitive, '
We recognize that it may not be p0551b1e to implement unbundled add-on billing

for revenue cycle services by January 1, 1999, the date ceedits were anticipated to begin.

Unfortunately, this issuc has not been properly raised and considered in this proceeding
yel. We do believe the UDCs should move to this model as soon as possible, inclﬁding
on Janmr)' 1, 1999 if this proves to be feasible. We mll work with the Assigned

Comnmsmncr to make every enort to sce that lhls occurs.

¥

MALG Bt 2«2,,«4(,{ 71%,,
Richard A. Bilas ) _ Josiah L. Neeper /'
President Commntissioner

San Francisco, Califbfnia
July 2, 19938




