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Introduction

The California Public Utilities Commission (CPUC) established the Office of Ratepayer Advocates (ORA) in 1997 in accordance with Senate Bill 960
.  The legislation ensures that the Commission represents ratepayers by the creation of a separate division and that the division has adequate staff to accomplish its goals.

ORA is housed within the CPUC for administrative purposes, but unlike other Commission directors who report to the President, the Governor appoints the director of ORA to ensure independence from the CPUC with respect to policy analysis and advocacy.  
Under section 309.5(b), the ORA director must appear before the legislature annually to report on ORA’s activities to accomplish its goals.  The enclosed document attempts to fulfill that reporting requirement for the Office of Ratepayer Advocates, but is not meant to represent the views of the Commission.  
ORA Mission and Role

Section 309.5(a) of the Public Utilities Code states: “There is within the [CPUC] a division to represent the interests of public utility customers and subscribers within the jurisdiction of the Commission.  The goal of the division shall be to obtain the lowest possible rate for service consistent with reliable and safe service levels.” (1985)

The Office of Ratepayer Advocates’ unique mission, as defined by Senate Bill (SB) 960 of 1996 and embodied in P.U. Code Section 309.5 above, is to “obtain the lowest possible rate for service consistent with reliable and safe service levels.”  ORA is the Commission’s primary advocacy division on behalf of utility customers.  ORA has a staff of 130 professional engineers, auditors, economists, and financial and policy analysts who are experts in electric, natural gas, telecommunications and water industries regulation in California.  

For an annual budget of just under $14 million, the staff evaluates utility proposals, investigates regulatory issues, presents findings, and makes recommendations to the Commission.  ORA advocates for consumers in Commission proceedings (e.g., in applications, complaints, investigations and rulemakings), in advice letter filings, Commission-sponsored working groups, advisory boards, workshops, and other forums.  ORA also protects consumers from abusive marketing practices, and ensures consumers receive quality service on behalf of gas, electric, water and telephone ratepayers.  The ORA director participates with the Commission in presentations before control agencies (e.g., DOF, LAO) to present the segment that focuses on ORA’s activities, enhancing the ability of the agency to make complete presentations.
In addition to formal Commission proceedings, ORA also conducts a substantial amount of work outside of the hearing room.  ORA reviews hundreds of utility advice letters every year, and protests those with adverse ratepayer impacts.  ORA staff review consumer complaints to monitor problems customers encounter with utilities and competitive providers of utility services to identify trends and protect consumers from unreasonable actions.  ORA conducts Commission-ordered periodic monitoring of utility performance and operation, and brings to Commission attention any problems that may be causing ratepayer harm.  In addition, ORA monitors the marketplace to discern broader trends and the consumer impact of these trends.

Given the billions of dollars at stake in hundreds of proceedings before the CPUC, and the complexity of the issues involved in delivering essential services, we hope you will agree that our analysis provides a good return on investment.  

ORA’s role is to analyze and apply information (e.g., from utilities, markets, and consumers) for the benefit of broad classes of utility customers.  By code, ORA as part of the Commission, has unique discovery rights and access to utility data that is not available to other advocacy groups.  ORA is recognized for its thorough analysis of complex gas, electric, water and telecommunication issues – something other consumer groups rely on in representing their specific constituencies before the CPUC.  Due to the increase in the number of proceedings in recent years, ORA is often the only party representing ratepayer interests in a number of these proceedings.  Since the Commission relies on a formal evidentiary record in rendering its decisions, ORA’s participation is essential because it ensures that the Commission has a complete record from which to make decisions -- one that includes the interests of California consumers.  

Over the last decade, deregulation efforts in the telecommunications, natural gas, and electricity industries by state and federal regulators have brought a huge increase in complex regulatory proceedings to the CPUC. In addition to the traditional tension between consumers and regulated companies over the costs of their services, the Commission and ORA are faced with new proceedings to establish rules implementing fair competition and preventing market abuses.  At the same time, the Commission and ORA continue to promote reasonable rates, service quality, and reliability and consumer protections for the portions of the telecommunications, natural gas, and electricity industries that are becoming competitive.  ORA seeks to ensure that consumers share in the “downstream” benefits of these emerging, competitive markets and that they continue to be protected from monopoly abuses in markets that are not competitive.

ORA has participated in all proceedings affecting ratepayers, from cost allocation and rate design to the determination of who pays to implement competition; from service quality proceedings to distributed generation; from mergers and acquisitions to affiliate relations.  ORA seeks lower costs and increased choices for consumers, as well as protection for small business, residential, and low-income customers.  

In the face of trends such as convergence among industries, geographic “deaveraging” of prices and services, ORA has been actively engaged in ensuring that the utility obligation to connect, serve, and meet public purpose responsibilities such as low income protection and universal service, continues to be accommodated under the new market structures.  

In an effort to leverage our resources, ORA represents the long term interests of ratepayers in other appropriate forums such as the California Legislature, North American Numbering Council, National Association of State Utility Consumer Advocates (NASUCA), and various Commission advisory boards.  Regional decision-making that directly affects California ratepayers is an intriguing new issue for ORA and regulatory bodies throughout the United States, especially with regard to how residential and small commercial consumers will be represented.  At NASUCA, ORA participates in the consumer protection committee, and in the education, gas, electric and telecommunications committees to share information strategies for actions that support California consumers.   

In the Legislature, because of our expertise, ORA works actively on various consumer issues.  ORA acts as a resource to legislative offices on technical matters related to telecommunication and energy issues.  ORA also assists legislative district offices with constituent problems and inquiries.  In addition, ORA is often invited to work with legislative committees to represent the consumer view on proposed legislation or general policy matters.  ORA staff have testified in numerous legislative hearings, including those in front of the budget and utility oversight policy committees, on both industry and agency issues.   ORA staff have also worked closely with legislators, legislative staff, and consumer and industry groups on bills to protect consumer interests involving regulation issues.

ORA is involved in the administration and allocation of funds for all public purpose programs under the Public Utilities Commission’s scope of responsibility.  For instance, there are currently eight telecommunications public purpose programs that are monitored by ORA.  The respective purposes of these various programs are: to provide discounted basic energy and telecommunications services to low income residents, subsidize carriers serving high cost areas, reduce rate disparities between small and large telephone companies, and provide telecommunication services and devices to deaf and disabled telephone subscribers, as well as the placement of payphones in areas critical to public health and safety where there would otherwise not be a payphone.  These programs also facilitate discounts for advanced technologies provided to schools, libraries, government-owned hospitals and health clinics, and certain community based organizations.  ORA staff members currently hold seats on three of these public purpose program boards: The Deaf and Disabled Telecommunications Program and its California Relay Services Advisory Committee, the Payphone Service Providers Committee and the ULTS Marketing Board.

 

Access to ORA is now available online via the ORA website at www.ora.ca.gov. 

Accomplishments in 2001/2002 - Victories for Ratepayers
Electricity 
· ORA provided evidence to the Commission, calling for a revenue requirement for utility retained generation $3.6 to $7.0 billion lower than PG&E's and about $1.3 billion lower than SCE's.

· ORA challenged SDG&E’s claim that contracts signed after December 1995, should only benefit shareholders. This is a $291 million issue now before the Commission. 

· ORA was the first to recommend that low-consumption consumers be exempted from the recent rate increases.
· ORA  reviewed SDG&E's electric procurement, and found that SDG&E had failed to adequately manage risk.  ORA and SDG&E have reached a settlement that would disallow $100 million in SDG&E's procurement costs.

· ORA’s analysis of the PG&E ‘s $1.2 billion general rate case request provided the Commission with detailed justification for a reduction of $800 million to their request.

· ORA recommended and the Commission agreed that PG&E compensate customers for missed service appointments.

Gas 

· ORA developed gas purchase incentive mechanisms which ensure that the utilities procure gas supply at the lowest possible cost.  Ratepayer savings (based on comparisons to market based benchmarks) over the last six to seven years have totaled approximately:  

· $46.7 million for SoCalGas customers

· $10 million for SDG&E customers

· $75 million for PG&E customers


· ORA was a signatory to a joint recommendation among various parties submitted in the SoCalGas and SDG&E Biennial Cost Allocation Proceedings, which was ultimately adopted by the Commission.  It resolved various cost allocation issues and resulted in a $204.2 million and $27.7 million reduction to gas rates on the SoCalGas and SDG&E systems, respectively.  

· ORA initiated a proposal which resulted in a settlement adopted by the Commission to sell SoCalGas’ Montebello gas storage assets.  This resulted in a one-time immediate annual rate reduction of $44.1 million, with continuing annual savings of about $14 million.

· Last winter (2000-2001), the Commission adopted ORA's proposal to protect residential and small commercial gas ratepayers of SoCalGas from potential rate increases in the tens of millions of dollars by closing core procurement to non-core customers.

· The Commission adopted ORA's proposed modifications to the methodology used to develop SDG&E's core and non-core rates which will reduce core procurement rates by approximately $2 million annually.


Telecommunications 
· Deceptive Marketing Practices:  ORA joined in charging Pacific Bell (PacBell) with using deceptive marketing practices. ORA’s ability to present evidence of actual sales staff conversations with customers was key to the CPUC’s ordering Pacific to cease the unlawful activity and imposing a $25.5 million fine. 

· Prompted Repeat Dialing:  ORA charged PacBell with violating state laws, Commission orders and Pacific's own tariff in deploying prompted repeat dialing on the lines of its residential customers to interrupt the busy signal with an advertisement. The Commission ordered Pacific to remove the service or get its customers' permission to continue to play the prompt. 

· Repair Service Interval:  ORA charged PacBell with violating state laws and Commission orders based on the deterioration of PacBell’s residential repair service.  Since the merger of SBC and PacBell, PacBell’s residential customers have experienced longer periods without dial tone waiting for Pacific to make repairs.  The pending decision grants ORA's complaint in part.  
· The Commission agreed with ORA in its decision to require Roseville Telephone Company to share more than $4.2 million of 1998 and 1999 earnings with its customers.

· The Commission agreed with ORA to require Citizens Telephone to keep existing service guarantee rules for new customers, freeze rates and charges for up to 5 years and extend telephone service to the unserved Indian reservations of the Hoopa Valley Indian Tribe and the Yurok Indian Tribe.

· ORA convinced the Commission to dismiss Pacific Bell's request for substantial rate increases for parts of special services used by business and residential customers.

· ORA opposes Verizon’s requests to raise the monthly ceiling rate for residential and small business inside wire repair services. Verizon’s market power over inside wire repair services remains dominant, if not actually increasing. Verizon already recovers far more than its costs for these services.
Low Income Advocacy 

Keeping Rates Affordable

· ORA advocated to exempt qualifying low income customers from electric rate increases resulting from the energy crisis last winter, effectively increasing the standard 15% discount offered by the rate assistance program from 22% to 59%, depending on usage.

· ORA supported increased penetration rates for the energy low-income rate assistance program (CARE) to ensure those who needed assistance got it.
· ORA recommended, and the Commission adopted, self-certification with random post-enrollment verification procedures to eliminate barriers to program participation and protested utility efforts that would have made enrollment more burdensome for CARE program participants.

· ORA advocated to ensure that low income energy efficiency (LIEE) programs were implemented in a fair and cost-effective way, to ensure that resulting customer bill savings reduced hardship and made energy more affordable.  ORA worked closely with the Legislature to ensure passage of a bill which clarified that those community-based organizations and contractors implementing the LIEE program be selected based on criteria that included both cost-of-service and quality-of-service criteria.

Staffing and Resources

Governor’s Budget

ORA’s budget is a separate line item in the Governor’s budget.  The total budget for FY 2001-02  is $13,877,000 and 114 person years (PY).  This includes $1,006,000 in discretionary consultant contracts and $3,750,000 in reimbursable contracts.  

Ratepayer Accounts

Under Public Utilities Code section 309.5 (f), the PUC is required to set up a ratepayer account to be used exclusively for the functions of ORA.  ORA’s budget is listed as a separate item in the PUC’s budget.  While the statute directs a transfer of funds, the Governor’s budget has not included the transfer and subsequent budget bills have not included it.  If the Legislature now wishes to effectuate the transfer, the Commission will take the appropriate steps to perform the accounting and cost allocation that will be required as quickly and responsively as it can.

Positions

The ORA has 130 positions including five vacancies.  ORA has obtained authority from the Department of Finance to fill 4 vacant positions to support work in forthcoming general rate cases and that process is nearly completed.  As noted in the table below, ORA staff has been reduced 32% in five years and has 8 positions in its budget that were redirected by the Commission to other work areas.

It is imperative that existing positions be maintained and fully staffed.  Any reduction of positions or inability to fill vacancies that develop will necessitate ORA’s withdrawal from proceedings in which there may not be any other participants representing California consumer interests.

Contracts

The ORA budget includes $4,759,000 dollars for consultant contracts.  ORA uses consultants to assist ORA staff in areas where we do not have sufficient expertise.  Often this involves one-time studies.   This FY ORA has $1,009,000 in discretionary consultant fund dollars and $3,750,000 in reimbursable consultant dollars budgeted.  ORA had planned to use contracts to augment its work in the Edison and PG&E rate applications and other energy cases. 

As of today, ORA has not used its discretionary consultant dollars for this FY.  In the aftermath of the energy crisis, the PUC has redirected those funds to other agency priorities; discussions are underway to recover a portion of those consulting dollars. The PUC has directed most of those funds to other agency priorities.   Discussions are now underway to recover $300,000 for consulting purposes this fiscal year.  

The legislature has mandated that ORA be reimbursed for consulting expenses for certain utility applications; this includes mergers and applications for certification of major new facilities.  This year ORA will only use about $1,500,000 in its reimbursable allocation.  

ORA Staffing Levels

	Fiscal              Total-
       Adjust-           Comments
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ments


2001-02
130

  -2
Positions transferred to Water and Telecommunications





   Divisions




   2
Positions transferred from Telecommunications and 





   Consumer Services Divisions

2000-01
130

  -8
Internal PUC redirection, positions should come back to ORA
5 AB 970 - Limited Term

19 Return of large water advocacy from Water Division

1999-00
114

  -1
ORA contribution to PUC contribution of 5 positions





   for the Energy Oversight Board





1998-99
115

  -2
Reduction of 2 PYs due to miscount of authorized positions 





   at time of Vision 2000 reorganization.(7/98)


 


1997-98
117

    2
Positions added as a result of SB 477(1/98)





1996-97
115

  17
Final Vision 2000 Reorganization.(1/97)


  98

 -84
Initial Vision 2000 Reorganization.(10/96)
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 -19
Water Branch moved to form Water Division.(9/10/96)




   -3
Transfer of positions to other divisions




   -1
Limited Term position expired

1995-96
205












Priorities for 2001/2002

Criteria For Developing Priorities

ORA’s product is advocacy to benefit consumers of essential utility services, given the increasing workload following deregulation.  To be successful, we focus on issues where the stakes for consumers are most significant and where advocacy will have the greatest potential benefit to California’s 32 million consumers. Key criteria to select which utility proposals or issues demand ORA’s special advocacy expertise include: 

· Potential revenue requirement impact on consumers’ rates

· Number of Californians affected

· Legislative intent and direction

· To assure consumers receive fair service at reasonable prices and are treated fairly

· To support development of infrastructure in California that is affordable and meets consumer’s needs

· No other voice: statutory mandate to provide persuasive advocacy where there is no other voice on consumers’ behalf

Revenue Requirement – Energy

SCOPE OF RESPONSIBILITY:

Several of California’s largest energy companies will be seeking rate increases in 2002:  Southern California Edison Company (SCE), Pacific Gas and Electric Company (PG&E), Southwest Gas Company, PacifiCorp, and, possibly Sierra Pacific Power Company (Sierra Pacific).  On December 17, 2001, Edison tendered its Notice of Intent (NOI) to file a general rate case (GRC) application for Test Year 2003.  The requested base rate increase proposed in the NOI is $523.8 million which is a 4.0% increase over current rates and an 18.6% increase over current GRC related base rates.  On December 27, 2001, Southwest tendered its NOI to file a general rate case application for Test Year 2003.  The annual revenue deficiency identified in the NOI is $8.5 million or 10.2% in the Southern California Division and $5.4 million or 25.9% for the Northern California division.  ORA’s analysis and advocacy will be the core information on which Commissioners and ALJs focus when evaluating utility proposals.  No other consumer organization will audit all aspects of these cases, investigate in the depth that ORA must, or litigate through even the appellate process on behalf of consumers’ long-term interests.   

PRODUCT: 

· Comprehensive discovery and critical analysis of regulated companies’ proposals and cost-of-service components and advocacy on behalf of consumer interests.  This requires the production of expert testimony in the form of a report to present before the agency, and the follow-through of briefing, oral argument, commenting on proposed decisions and lobbying on consumers’ behalf.   

EXISTING OR EXPECTED DOCKETS: 

· General Rate Cases (GRCs): Edison, PG&E, Southwest Gas, and PacifiCorp. 

Resource Planning - Energy

SCOPE OF RESPONSIBILITY:

The present resource planning process is in flux– there are now six agencies involved: CPUC, California Energy Commission (CEC), Independent System Operator (ISO), Federal Energy (FERC), Department of Water Resources (DWR) and California Power Authority (CPA) – and one major utility is seeking through bankruptcy to permanently skirt state regulation and drastically raise costs to consumers.  Analysis of the alternatives is needed and to calculate the relative life-cycle costs to consumers.  Consumers need energy, but at fair prices.  The statewide experimentation with energy resources over the past four years has dearly cost consumers.  ORA will draw lessons from past regulatory mistakes and work within the new framework in advocating on behalf of consumers’ long term interests.

PRODUCTS:

· Investigate utility proposals to secure power and upgrade transmission-constrained areas; advance persuasive advocacy on ways to contain costs or defer all or part of projects, and advance any alternatives.   

· Evaluate energy efficiency or demand side management programs (an energy resource), and recommended improvements.

· Close monitoring of activities before the CPUC and other agencies, and presentations to decision-makers when it is in the interests of consumers and ORA participation has the potential to shield them from excessive costs or poor service.

· Actively participate in all proceedings dealing with low-income programs to assure that programs meet legislative directives and provide the best value for ratepayer investment.

EXISTING OR EXPECTED DOCKETS/TASKS: 

· Procurement Order Instituting Rulemaking (OIR) reinstating utilities as electricity purchasers for bundled customers; revisiting fundamentals of electricity procurement.

· Transmission Certificates of Public Convenience and Necessity (CPCNs) for PG&E and SDG&E.

· PG&E bankruptcy (repayment plans, etc.).

· PG&E FERC filings that eliminate state regulation of generation rates.

· CPUC/SCE settlement (complex implementation details).

· Reasonableness reviews of past utility procurement under rate freeze.

Rate Design - Electricity

SCOPE OF RESPONSIBILITY:

Electricity rates have been frozen since June of 1996, and a comprehensive analysis of electricity rates have not occurred during the AB 1890 rate freeze.  This is not to say that rates have not been changed in ways that have had significant distributional effects in terms of some customers bearing larger rate increases than others.  The two surcharges enacted in the Rate Stabilization Plan proceeding in early 2001, amounting to system average increases of around 40% for PG&E and SCE consumers, are a case in point.  By and large, residential customers below 130% of baseline were protected from any rate increases, while large users saw their bills more than double.  This situation has created pressure to reassess baseline allowances.  The turmoil of last year has also led utilities such as SCE and SDG&E to seek more revenues through fixed charges rather than variable energy rates.  Many of these issues will undoubtedly come to the surface in the upcoming comprehensive rate design phase of the PG&E and SCE GRCs later this year.  

PRODUCTS:

· Evaluate utility proposals for electric rate design changes in the post transition period, and write testimony that bases the allocation of the revenue requirement to customer classes and rates on revised and updated marginal cost studies.  

· Assess the contentions of the gas utilities that rate design based on long-run marginal costs does not work for gas utilities, and evaluate their proposals to return to embedded cost ratemaking.  

· Now that the Department of Water Resources contracts are a major part of the revenue requirement, continue to assess updates on how that revenue requirement is allocated to the three utilities.  

· Determine whether distributed generation can enhance load diversity and power quality sufficiently to justify incorporating credits into standby rates reflecting those benefits.  

· Assess where the direct access program is going.  

EXISTING OR EXPECTED DOCKETS/TASK:
· Rate Design Phase of the PG&E and SCE GRCs.
· SDG&E Rate Design Window.
· SCG and SDG&E BCAPs.
· Baseline OII.
· Direct Access OII.
· DWR allocation Phase of RSP proceedings.
· Distributed Generation (DG) Standby Proceeding.
Outreach and Coordination 

SCOPE OF RESPONSIBILITY:

ORA is the specialized portion of the CPUC that advances positions independent of the President’s oversight, under the mandate to focus exclusively on representing ratepayers interests. The legislature increasingly seeks ORA’s ratepayer perspective and analysis on complicated regulatory issues -- that is consistent with section 309.5.  ORA, to broaden the effect of our analysis on behalf of ratepayers, will intensify efforts to provide timely analysis to the legislature. There will be more resources dedicated to: 1) briefings; 2) dissemination of basic information about impacts on consumers of proposed decisions; 3) distributing alerts about emerging consumer abuses or developments that cause unfair rates or poor service; and, 4) consultations with other consumer groups to identify emerging concerns for California ratepayers. 

PRODUCTS:

· Close scrutiny of customer inquiries and complaints to the PUC.

· Analysis of proposed legislation – bill analyses from the ratepayer perspective.

· Appearances before legislative informational hearings as a ratepayer representative.

· Appearances before legislative committees to testify on legislation.

· Director’s annual report to the Senate and Assembly policy committees.

· Timely provision of requested information to legislators and staff.

· Issue “alerts” to legislators on matters harming or threatening consumers.

· Chairing and facilitating a periodic meeting with other consumer groups who deal with legislative issues.
EXISTING OR EXPECTED DOCKETS/EVENTS: 

· Director’s report to Senate and Assembly policy committees – preparation/supporting materials.

· Assembly committee hearings (30 – 40 per year).

· Senate committee hearings (30-40 per year).

· Alerts distributed about consumer issues and problems (goal: 8 per year +).

· Bill analyses and positions on bills (about 30 per year).

· Enrolled Bill Analyses to the Governor.

Reliability Costs - Energy

SCOPE OF RESPONSIBILITY:

In recent months, several proposals have emerged to “fix” California’s energy reliability by building generating units and transmission lines or other upgrades to move power.  All the proposals before decision makers have staggering price tags, and determining the formula that is right for consumers requires critically focused analysis to inform decision makers.  ORA investigates these proposals from the single perspective: what do ratepayers need, when do they need it, and how much should they pay.  In addition to proceedings before the PUC, when asked to provide expert analysis, ORA participates in different forums: CEC, ISO, the new California Power Authority (CPA) and the legislature.  Service reliability is key to consumers, but not under unfair rates.  

PRODUCTS: 

· Analysis of utility proposals for transmission and/or generation units.

· Evaluate cost/benefits of other approaches: using energy more efficiently.

· Seek time-of-use (TOU) approaches and other means of load shifting that are fair.

EXISTING OR EXPECTED DOCKETS:

· Path 15 – PG&E proposal before CPUC and/or FERC.

· Valley-Rainbow – SDG&E proposal before PUC.

· Energy efficiency rulemaking.

· Interruptible rates investigation.

· Transmission system investigation(s).

· Proposal to transfer PG&E generation to unregulated affiliates.

· Low-income program - California Alternate Rates for Energy (CARE) and energy conservation assistance.

· Real time pricing.

Service Quality Standards & Customer Service

SCOPE OF RESPONSIBILITY:

According to our recent survey and ongoing monitoring, consumers complain service quality has eroded.  ORA will make a concerted effort to aggressively investigate these issues and recommend solutions to address their complaints.  Examples: long waits for phone service; repair time lags; inability to reach a live utility service representative, face-to-face utility contact almost impossible; expensive inside wire repair charges improperly imposed; energy utilities slow to enforce tariff rules to protect subtenants from unlawful sub-metering; excessive markups wrongfully passed to mobile home park residents, etc. Californians do not want substandard treatment, and ORA is committed to advocating that a high level of utility service is restored.  

PRODUCTS: 

· Monitor and survey utility consumers to identify service quality concerns.

· Propose new rules to CPUC/legislature to have fair service for rates paid.

· Prepare proposed Orders Investigating Rulemaking (OIRs) for CPUC to issue – with specific new rules.

· Identify and target regulatory options to end any service quality redlining.

· Wireless carrier standards – (e.g. no charge when calls drop, no connection, etc.).

· Assure that consumers can contact utilities and get help.

· Study comparative outage duration statistics (high rates and poor service).

· Give the legislature an annual “Do consumers get the service they need?” assessment.

· Service quality guarantee: Propose new and evaluate existing mechanisms to assure high quality service via ORA proposals in General Rate Case applications, New Regulatory Framework (NRF) proceedings, Performance Based Ratemaking (PBR) proceedings, Rulemaking/Investigation proceedings, etc.

EXISTING OR EXPECTED DOCKETS:

· New Regulatory Framework (NRF).

· Operational Support Systems (OSS).

· General Rate Cases (GRCs).

Improved Regulation For Two Essential Services:  Water And Natural Gas

SCOPE OF RESPONSIBILITY:

Natural gas and water utilities require close scrutiny – these are essential commodities.  Both, as monopolies, distribute and deliver service.  In the year ahead major utilities will have reviews of gas rates, and the sensitivity to these rates, with major ramifications in heating seasons, requires vigilance and active ratepayer advocacy. ORA will continue to conduct annual audits, and monitor and evaluate the gas utilities’ procurement costs and mechanisms.  The division will promote proposals that utilities secure sufficient transmission and storage capacity in order to maintain reliable, uninterrupted and economic service to its residential and commercial customers. 

Two new developments are impacting our work.  Currently, a foreign company is absorbing a major water utility California American (CalAm), and ratepayers should not pay more because of the merger.  California continually faces water shortages due to drought, population increases, and water contamination problems (e.g. MTBE, radon, etc.).  Attention must focus on the costs and other ramifications of dealing with water quality and shortages in a manner that is affordable and fair to ratepayers.  The Commission will be more sensitive to the security of the State’s water supplies and gas transmission facilities.

 
PRODUCTS: 

· Investigate utility proposals.

· Prepare analytical reports and testimony and make presentations before decision-makers. 

· Respond to legislative inquiries.

· Prepare briefs on litigation cases – also file comments/appeals.

· Assess, quantify, and testify as to alleged merger savings.

· Investigate utilities actions/procedures/earnings and, when appropriate, recommend that the Commission formally open an investigation or rulemaking to address any transgressions.

· Work with DHS and other appropriate governmental agencies to address the safety and adequacy of our water supply.

  
EXISTING OR EXPECTED DOCKETS/PROJECTS:

     Water

· 16 existing general rate case (GRC) applications to be finished by mid-year.

· Complete review of major water supply project (dam) needed on the Monterey peninsula.

· Complete review of the necessity for, operation of, and recommended changes to balancing accounts for pump taxes, purchased power, and purchased water.

· One new merger application where a foreign utility is trying to acquire a major California water utility. 

· 8 new GRC applications filed at beginning of the year to be prosecuted by year-end. 

· 18 new GRC applications filed mid-year for processing over the ensuing twelve months.

· 2 new applications for Certificates of Public Convenience and Necessity for major water supply projects (desalination plants).

     Natural Gas

· 2 major cost allocation proceedings (BCAP)

· 4 to 6 natural gas procurement proceedings

· 2 gas OIIs

· 1 transportation/storage proceeding

· 1 gain on sale

· 1 gas accord

· Numerous Advice Letters

Telecommunications

SCOPE OF RESPONSIBILITY:

California has a telecommunications industry that many consumers find confusing – partly caused by federal law but California’s regulatory actions play a major role.  Local exchange companies/utilities are quasi-deregulated under CPUC guidelines, and consumers have not materially benefited from relatively benign “price cap” oversight – many say they have been gouged and harmed.

ORA needs to review an increasing number of industry proposals and make recommendations on means to mitigate economic harm to consumers.  Utilities service quality and marketing approaches need special attention.  Programs for low-income consumers need vigilant attention, as do efforts to secure essential phone service in rural or remote areas. The worst situation – lightly regulated telecommunications utilities in markets with only token competition or undergoing consolidation – dictates a strong ORA emphasis to protect consumers.  Finally, telecommunications public purpose programs (e.g., low-income programs, rural/urban high cost subsidies, deaf/disabled/digital divide assistance programs) must provide the highest value for ratepayer expenditures.

PRODUCTS:

· Aggressively regulate monopoly services and the applicable rates and present findings to decision-makers.

· Press for rigorous service quality standards so fair service is provided.

· Initiate actions to reverse policies that prematurely deregulated services.

· Review the Universal Service Program – assist low-income consumers.

· Conduct audits of utilities that are over-earning at consumers’ expense.

· Public purpose program participation advocacy for consumers.

· Monitor and survey utility consumers to identify service quality concerns.

EXISTING OR EXPECTED DOCKETS: 

· NRF review – PacBell/Verizon.

· Oppose PacBell’s plan to boost small business line rates by $60 million.

· Litigate for $130 million in refunds owed to Verizon users.

· Litigate to reinstate NRF profit sharing -- $100 million plus for consumers.

· Initiate a docket to apply basic service requirements for DSL service.

· Public purpose programs: monitoring, attendance and recommendations for 10 boards.

· GRC reviews – Roseville and Kerman Telephone Companies.

Legal Resources For Persuasive Advocacy

ORA’s advocacy projects are carried out with legal counsel as essential members of the team.  Successful and highly persuasive advocacy requires engagement by counsel at all stages of the process and analysis.  Attorneys are provided to ORA by a dedicated section of the CPUC’s Legal Division.  Recently, the General Counsel agreed to an attorney staffing level and a process to assure assignment stability for attorneys in that section so they may focus on ORA’s needs.  Utilities and other powerful special interests have multiple counsel engaged at all levels of advocacy preparation, and while ORA may not have that resource depth, the goal is to avoid being completely outmatched.  The counsel staffing stability will help assure that ORA has adequate counsel for 2002.  Although some of the areas needing counsel have gone uncovered, the goal for 2002 is to now have adequate counsel staffing for the following basic functions:  

· Pre-Filing Scoping And Strategy Development

· Manage audits, enforcement-oriented investigations

· Assist in policy development

· Discovery

· Data request development/depositions

· Review witness data responses

· Discovery law and motion

· Litigation
· Briefs/evidentiary law and motion

· Case/testimony development

· Witness preparation

· Evidentiary hearings

· Oral Argument and lobbying

· Workshop Participation (As Appropriate)
· Attend if other parties have counsel

· Negotiation And Settlement

· Formulate strategy with ORA team and management

· Ex Parte Lobbying Of Decision-Makers

· Developing presentations

· Advice Letter Support

· Review draft protests

· Formal filings (e.g., comments on draft resolutions, etc.)

· Legislative Support

· Bill analysis

· Draft legislation

· Legislative testimony

· Contract Management Support

· Manage consultant contracts as appropriate

· Monitor and advise staff on contract management

Reorganization

For two years, ORA functioned without a director.  In the spring of 2001, the new ORA Director, Regina Birdsell, initiated a collaborative strategic planning process with all staff that resulted in a reorganization of ORA into five branches.  This process focused on four key themes:

· Management Systems:  Improved Accountability

· Raising ORA Influence with Decision Makers

· Information Sharing

· Staff Development

In asking the question “how can we best represent consumers,” we looked first to the trends and conditions affecting our work.  Unlike the past, many regulatory issues are now interdisciplinary and unpredictable.  The issues we deal with are increasingly politicized and timeframes shortened.  Decision making now occurs in multiple forums.  We wanted to realign our organization to be able to respond rapidly, to manage crises, to identify and raise issues proactively while at the same time supporting and developing our excellent technical and critical analyses.  We are committed to having more contact with the constituency we serve – California consumers – and have a higher profile in decision making forums.

Based on this review, we instituted a number of changes.  To increase accountability and response time, we streamlined our branches to conform with the industries we regulate.  To raise our profile, we created a section to focus more extensively on consumer outreach.  To facilitate information sharing, we made changes to our communication and information tracking systems.  We enhanced our website to make the results of our analyses easily available to the public and our regulatory and legislative constituencies.  Better tracking of internal documents and research has increased the accessibility and usefulness of our staff resources and work products.  Finally, we instituted a number of changes to “grow our people”.  In order to prepare and train the next generation of analysts, we put together a training program to provide staff with skills and knowledge development.

 Conclusion 

Now, more than ever, we feel our work is crucial.  ORA provides independent consumer advocacy to California’s investor owned electric, gas, water and telecommunications customers.  ORA will continue to do our best to serve the state’s consumers and to serve as a resource for the Commission and the Legislature.

   California Public Utilities Commission
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� Prior to 1997, a similar ratepayer advocacy division existed within the CPUC itself; that division’s budget and personnel were determined by the CPUC.  





� Public Utilities Code Section 309.5 (f) requires an annual ORA “staffing report containing a comparison of the staffing levels for each five-year period…” 


� Public Utilities Code Section 309.5 (f) requires the PUC to set up a Ratepayer Advocate account to be “utilized exclusively by the division…”


� See table on the following page.
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