
OFFICE OF RATEPAYER ADVOCATES

REPLY TO WORKSHOP COMMENTS

JANUARY 20, 1998

ORA hereby submits its limited reply to the agenda suggested by SDG&E, PG&E, and Edison.  Given the limited time to respond to substantive proposals, ORA will be working toward providing some level of detail of comments for the workshops.

Overall, ORA finds the proposed agenda to be a useful first step for the workshop.  As a general note, ORA anticipates that as the workshops unfold, it will be possible to list more specific issues and subissues for discussion, and to budget times and set dates for discussion of specific issues.

Item one on the utilities’ proposed agenda ,which states the purpose of the workshop is to “consider authorized rate of return for regulated utility”, may be  too broad as a purpose statement for the workshops. ORA proposes that the purpose of the workshop should be “to identify and resolve as many procedural and technical issues as possible in advance of hearings”.  In fact, the Commission has, in past energy cost of capital decisions, expressed a preference  for resolving technical issues in the workshop setting rather than in hearings.  We believe this would be ideal, but as a practical matter it appears that many technical issues will go unresolved in workshops. That being the case, another procedural concern which warrants attention on the workshop agenda is scheduling. 

The Commission has recognized, and the parties’ proposals have confirmed, that unbundling cost of capital is a greater undertaking than the annual incremental assessment of cost of capital.  Yet at present, there has been no change to this year’s proceeding schedule for preparing intervenor testimony, rebuttal, hearing time, or briefing.  For the first workshop, ORA believes it would be appropriate to discuss two scheduling matters.  First, there would be a conceptual level discussion about parties’ preferences and the objective advisability of a more extended schedule.  ORA favors an extended schedule for this proceeding. 

The second issue would be a conceptual discussion of determining the 1999 revenue requirement/rate cap that is attributable to cost of capital, subject to refund/increase. Thus, should a final decision in the cost of capital case not be rendered until after January 1, 1999, the decision could still have its usual and customary effect of being an annual determination.  A similar issue received some attention in last year’s cost of capital case, but the gap between a decision in this year’s case and 1/1/99 should be much shorter.  Depending on the outcome of these related discussions, parties could then formulate more detailed possible schedules, which would be reviewed at subsequent workshops.

Another procedural issue is the preparation and process for the workshop report D.97-12-089 directs the Energy Division to prepare.  ORA is amenable to a broad range of potential processes for this report.  It is important that workshop participants have a clear and consistent understanding.  Some issues include whether Energy Division will write the entire report or request parties to prepare specific portions; whether Energy division intends to make either procedural or substantive recommendations, and whether Energy Division can or will act as a conduit for either consensus issues or issues which parties identify as threshold issue.  Given that it is early in the workshop process, it may be difficult to totally specify the process.  Early discussion should at least help clarify how parties will participate in the workshops and in the report process.

Based on ORA’s review of proposals, it also appears that there is not a common understanding of the “regulated utility.”  Therefore, a further discussion item would be “identification of lines of business subject to CPUC regulation.”  It would also be useful for each party to make a position statement as to those lines of business which are subject to cost of capital adjustment in 1999.

With regard to the proposed agenda items, “coordination with automatic cost of capital mechanisms”,  and “coordination with PBR mechanisms” , we believe a discussion of these items will be useful in understanding risk and should be a subset of “risk analysis” on the agenda..  ORA would oppose any utility using the workshops as a forum to reargue  positions taken before the Commission with regard to PBR mechanisms and the applicability of this proceeding, and upon which the Commission has already ruled. 

ORA’s proposed schedule follows.

UNBUNDLED COST OF CAPITAL

PROPOSED WORKSHOP AGENDA

January 30, 1998
(ORA)

1.  Purpose of workshop


-Identify and resolve as many procedural and technical issues as possible in advance of hearings.

2. Energy division workshop report

3. Schedule for this year’s proceeding

- Extended schedule

- Setting COC related revenues/rates subject to refund

4. Business Risk analysis


-Coordination with automatic cost of capital mechanisms


-Coordination with PBR mechanisms

5. Methodology

6.Capital structure

7.Embedded  and incremental cost of debt and preferred stock..


