
PUBLIC lJTII.ITIES COMMISSION OF TIIR STA1'F. OF CAI.IFORNIA 

INFORMATION AND 
MANAGF.MRNT SERVICES DIVISION 

RESOLUTION 

RESOLUTION M-4797 
NO\'EMlJ}:R 4. 1999 

Alternate Resolution :\1-4797. An annual fee of51.000 for registered 
electric sen-ice pl'()\'iders is adopted pursuant to rmblic utilities code 
39".3(b) and ordering paragraph 17 of decision 98-03-072. 

SUM~IARY 

By this Resolution the Commission approVes 311 annual fee of51,OOO for registered 
Electric Service Providers [ESPs] (or the year beginning Septctnber I, 1999. 

BACKGROUND 

The Commission, by Public Utilities [PU] Code 39-1.3, is required to detennine anllually 
the costs of adminislmting the ESP registratiOil program. The Commission is to colllXt 
from registered ESPs only those costs that are not already being collIXted elsewhere. 

Ordering Paragraph 11 of Dccision [D.] 98-03-072 directs the staO-to prepare a resolution 
annually "seHing forth the charge that \\ill be irnpOstd On all registered ESPs" [emphasis 
added] for the year beginning Septemocr I, 1998. In emphasizing the need to limit the 
eosls to those sIX~ilied by the code, D.98-03-072 states. "lIighcr fecs "ill discourage 
new entrants from entering the market, and is C()J~lrary to our goal of opening the 
elIXtricity market to Ill0rc robust competition.u (mimcCl. p. 38]. The decision also notes 
that retroacli\'c fees could discourage market entry. 

NOTICE 

The noticc for this Resolution was giVC!'1 by sCl\'ing the draft of it to all ESPs and the 
service list ofOrdcr Instituting Rulemaking [OIR] 94-0-1-031, and by publicatlon in the 
COlllmission·s daily calendar. 



Resolution ~f-4791 
D.98-03-072.0P 17kom'cxw 

UISCUSSION 

November 4, 1999 

Costs 

The estimated rccowrabJe costs of the ESP rcgistration progranl, including the start-up 
costs, for the 12-n~onth period cnding August 31. 1998 rulloUnt to about $977,000. l1tose 
costs include Q\'crhead and staO'salaries (or administering and enforcing the registration 
program as well as analyses to assist consumers. Costs incurred by the Legal Division 
and Infomlation and Managenlent Services Dhision staO"are not included. To a large 
extent 1he costs represent start-up costs. They reflect such things as the inipact of the 
interim standards of 0.98-03-012 and the development of enforcement procedures. The 
developing nlarket, however, continues to change. 

The costs are broad estinlates based 011 generalized data. While it wouyd be po~lble to 
refine the eSlimatesJ it is not warranted because full cost recovery is not a viable option at 
this timo, as the resulting high fee could be a ~oilsidetableb:3rrie~ to n'tarket entry. Full 
cost recovelY in the fuftl:~~~ a pOSsibility for which we "ill requiten\ore accurate 
accounting of costs. We nOte that more accurate data ate starting lobe recorded by the 
Commission·s Fiscal Ofticc since conversion to the CALSTARS atc()uI'lting systerll. The 
latest preliminary figures from CALSTARS suggest a ) i-nlonth ESP related expense in 
Juty, 1999, of a bout $1,268,800. CALSTARS caiHures ESP costs through program cost 
allocation codes. Future annual assessments should consider CALSTARS data. 

Number of Registered ESPs 

The status of registered ESPs as of July 31 t 1999, were as follows: 

Active 32 
Inactive 13 

105 
Suspended 151 

256 
Cancelled 45 
Total 301 

All registered ESPs are (0 be assessed an annual fee, including those whose registration is 
inacli"e or suspended. Only those ESPs who ha"e voluntarily cancelled their registration 
or whose registrations were revoked are no longer registered. 
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~Iarkd Penetration 

No\'em~r -t, 1999 

At June 30. 1999, approxiniatc1y 127,000 sn~all commercial and residential customers 
werc !x'ing ser",,"(1 by the ESPs. Those dir.."('t ac('ess customers represenl about one 
percent of the residential and small commercial customer b.'\se. 

Analysis 

The Comniission in D.98-03-07i directoo the staO'to " •. _exc-rcisc caution in dctemlining 
what costs shou1d be included in the calculation of the annual fcc." [Mime-o, page 31]. It 
also notoo that administering the fegistration program could entail activities that could 
drive annual fees so high as to "discourage new entrants from enterlng the lilarket [which 
is] contrary to our goal of opening the electrical)' market to mOre robust cOnipetition." 
(Mimeo, page 38]. 

Considering the high ESP-related program costs, it would be counterproductive to 
attempt to recover the full cost of the program at this lirne. Fot eXaJnplc,-it can 00 seen 
that distributing the cost equaHy to all registered ESPs would result in a fcc of S3,816 
(i.e., $977)0001256). Or S4,956 [i.e., SI.268.8001256] ~ depcndhig on whether the mld-
1998 or mid-l999 costs rue appJied -- an amount that may well discourage market entry. 
ll.c annual fcc. thereforc. shoufd be limited to partial cost recoYCI}'. 

As this market is still new. and market pelletmtion is limited. it would be prudent to 
establish an annual fee of$I,Ooo, which is below full cost recowlY and should not 
discourage new entrants in the market. At the s.."'\nlC time an atl11Ual fcc ofSI,ooo would 
not be insumlountable and would be more reflecli,·c of fees and licenses a linn would 
pay to participate in a market. 

The inacti\'e and suspended classifications ruc no"t meant to be pennanenl. A nominal 
{!''1!1ual fcc would be an inducement to those ESPs either to continue to pursue actIve 
status ot rcque.st cancellalion. It would be reasonable (0 assess those ESPs a $1,000 
annual fcc. 

Annual Ftc 

\Ve r\.'Commcnd an annual fcc ofSI,ooo for the year begillning September I, 1999 fOf 
actl\,C, inactivc. and suspended ESPs_ \Ve also rt~comlllend thai the S I >000 fec be charged 
to the ESPs On an annual basis until the Commission decides to change the amount 
through another resolution. 

The ma.xiunim anlountoffunds that would be generated by these (ees is approxil'l.1ately 
5156,000 [= 256 x $1,000] or about 26 percent OfOUf estimated mid-1998 annual cost of 
administering the registration program, which includes the start-up costs. Of 20 percent of 
mid-1999 annual ESP-related costs. 
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Even though cost r~o\'el)' would be Jow, it would ~ prudent (0 eSIabrish accowiting 
procedures to track the c .. "Cdrl and disbursement of funds. Proper accounting pro~\'\~ut~s 
"ill enable the COnllllission to disburse funljs so as to suPpOrt the progranl as the oit~d 
access market matures. The Information and Management Sen'ices Oh'islon together 
\\ilh the Energ)· Dil'ision shouldjoinlly establish accounting and administratil'e 
procedures for such purpose. The CALSTARS accounting system should be used to track 
costs. 

CO~Il\IENTS 

The draft resolution of the InfOOllation and Managenlent Services Division in this matter 
wa..~ mailed to the a1l the cegister.."d ESPs in accordance \\ilh PU Code 311 [g]. No 
comments were filed \\ith the Commission for this r('-solution. 

FINDINGS 

I. Public Utilities Code Section 39.J,3[b] aUlhoriu-s collection of annual fees from the 
Electric Service Providers (ESPs]. 

2. Annual fees should not 00 charg,,-d te-lroactiwly. They should be b.\st.~ on e-stimate5 
ofCPUC's future ESP-related costs rather than the recovery of past costs. 

3. Annual fees shaH be imposed on all i('gisfered ESPs. 

4. ESPs who yoluntarily canceUrd their registration or whose registration 
was reyoked are not c('gistered. 

5. An annual fee should be levied against ESPs whose registration status is active, 
inactil'e, or suspended. 

6. An annual tee should not be so high as to discourage new entrants or drive cUffently 
registeroo ESPs out of the market 

7. Inactive and suspended status arc temporary cat('gories ofregislration. 

8. A nominal annual fee for ESPs with inactive Or suspended status is reasonlblc as an 
incentivc to achieve active status or request cancellation. 

9. An annual fee ofSl,ooO is a reasonable for the year beginning September I, 1m for 
active. inactive, and suspended ESPs. This fcc should continue to be charged to 
registered ESPs annually oft September I Offollo\\ing years until modified by another 
resolution. . 
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Novcmocr -I. 1999 

10. Standard alXounting proc\'(iur~s should 00 lISN to track annual f~e funds. 

Tln~R}:FOR"~) IT IS ORDERED thah 

I. Pursuant to Ofl.kring Paragraph 11 oflA~ision 98-0l-0n. an annual fee of$l.ooo is 
adopted for the year beginning September 1, 1999 for registered El«trie Service 
Providers [ESPs) ofrC'Cord on that date. This f~ shall continuo to. be charged to the 
regist~red USPs on an annual basis on Septemocr 1 of subsequent years until mOdified by 
another resolution. 

2. Infonnation and Management Services Division [IMSD), assisted by the Energ.y 
Division. shall bill the ESPs by U.S. mail by Novemocr 30, 1999. 

3. The fee is to be paid by ch«k made out to the Califomia Public Utilities Conlmission 
and subrnitted by December 31, 1999 to the follo\\ing addr('ss: 

Califomia Public Uti lilies COn'lnlission 
State of Cali fomi a 
P.O. Box 942861 

Sacramento. CA 94267-7081 

4. An ESP whose fee is not received by December 31, 1999 \\ill be subject to suspension 
or revocation of its registration. 

5. The IMSD shall usc standard accounting proccdur('s to (rack the receipt and 
disburscni.cnt of funds. 
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6. This Resolution is eil"~ti,,c today. 

Nowmlxr -1, 1999 

I cel1ify that the foregoing resolution was duly introduced, ~'\I. and adopted at 3 

conferenc~ of the Public Utilities Commission ofth~ State of Cali fomia held on 
~o\'emocr 4,1999; the foHo\\lng Commissioners \'otoo fa\'(lrabt)' thereon: 

I dissent. 

lsi JOSIAH L. NEEPER 
COillmissioner 
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WESLBY M. FRANKLIN 
. Executive Dir«tor 

RICHARD A. BILAS 
--'; President 
HENRY M. DUQUE 
JOEL Z. f:lYATr 
CARL \V. \\'OOD 

Commissioners 


