Before the Public Utilities Commission of the State of California























Order Instituting Rulemaking on the Commission’s Proposed Policies Governing Restructuring California’s Electric Services Industry and Reforming Regulation.


�
Rulemaking 94-04-031


(Filed April 20, 1994)�
�
Order Instituting Investigation on the Commission’s Proposed Policies Governing Restructuring California’s Electric Services Industry and Reforming Regulation.


�
Investigation 94-04-032


(Filed April 20, 1994)�
�
Application of Pacific Gas and Electric Company to Identify and Separate Components of Electric Rates, Effective January 1, 1998. (U-39 E)


�
Application 96-12-009


(Filed December 6, 1996)�
�
Application of San Diego Gas & Electric Company (U 902-M) for Authority to Unbundle Rates and Products.


�
Application 96-12-011


(Filed December 6, 1996)


�
�
In the Matter of the Application of Southern California Edison Company (U 388-E) Proposing the Functional Separation of Cost Components for Energy, Transmission, and Ancillary Services, Distribution, Public Benefit Programs and Nuclear Decommissioning To Be Effective January 1, 1998 in Conformance with D.95�12�036 as Modified By D.96�01�009, the June 21, 1996 Ruling of Assigned Commissioner Duque, D.96�10�074 and Assembly Bill 1890.


�






Application 96-12-019


(Filed December 6, 1996)�
�
Application of PacifiCorp (U901E) for Approval of PacifiCorp’s Transition Plan.


�
Application 97-05-011


(Filed May 5, 1997)�
�
Application of Sierra Pacific Power Company for Approval of Its Transition Plan.


�
Application 97-06-046


(Filed June 27, 1997)�
�
Application of Kirkwood Gas & Electric Company (U906E) for Compliance with the Requirements of AB 1890.


�
Application 97-07-005


(Filed July 3, 1997)�
�
Southern California Water Company, for certain exemptions to California Public Utilities Commission Decisions 97-05-039, 97-05-040, and related Order Instituting Rulemaking (OIR) 94-04-031, and Order Instituting Investigation (OII) 94-04-032.


�
Application 97-08-064


(Filed August 22, 1997)�
�






Comments Of The Office Of Ratepayer Advocates


On Draft Decision Modifying Various Decisions


�
Comments Of The Office Of Ratepayer Advocates


On Draft Decision Modifying Various Decisions


	Pursuant to the schedule established in the December 23, 1997 Coordinating Commissioner’s Ruling Requesting Comments on Draft Decision Modifying Various Decisions, the Office of Ratepayer Advocates (ORA) hereby submits its Comments on the Draft Decision Modifying Various Decisions.  ORA generally supports the approach taken by the Commission in response to the delay in the commencement of the computer systems needed to implement direct access transactions and electric restructuring announced December 22, 1997 by the Independent System Operator and Power Exchange (ISO/PX).  As long as it is anticipated that the delay in commencement of direct access is as brief as possible, ORA supports the general policy of moving forward with many of the restructuring initiatives on January 1, 1998 identified by the Commission in the Draft Opinion (p. 3), such as the 10% rate reduction, rate freeze, rate unbundling, market valuation of utility-owned generation plants, consumer education, and particularly the collection of “headroom” revenues to offset transition costs.  ORA also recommends that the imposition of a Public Purpose Program (PPP) Surcharge to fund public purpose programs established in Public Utilities Code Sections 381(b) and 382 commence on January 1, 1998 as well.  ORA strongly believes it is still possible for the Transition Cost Balancing Account (TCBA) to commence collecting revenues to offset uneconomic costs on January 1, 1998, and that ORA’s protests can be resolved in a way which allows the TCBA to start operating on 1/1/98. 


However, unless the Commission clarifies some inconsistencies and fills some gaps in the draft opinion, it will not accomplish the goals it identifies.   For example, the computation of headroom revenues requires the use of a benchmark in lieu of the PX price to determine the residual collection of transition costs as the difference between the current utility rates with a 10% reduction and the PX price.  ORA recommends using the Standard Offer 1 (SO1) price as the short-term, interim benchmark to determine transition cost recovery.  This price is a verifiable figure, which was litigated in Phase I of the CTC Proceeding, and which has been used to estimate the PX price.  Given the magnitude of the burden on ratepayers of paying for the entirety of a utility’s uneconomic costs until the end of 2001 (except for “stub” transition costs, which can be paid off until March 31, 2002), and the delay to the end of the rate freeze caused by any utility delay in paying off uneconomic costs, ratepayers in this interim period prior to the start of the ISO/PX should be entitled to have uneconomic costs recovered as much as practicable.  The possibility that a delay in funding public purpose programs will result in more costs being classified as “stub” transition costs under Section 381(d) for recovery in the first three months of 2002 provides another reason why ORA recommends that the Commission require the PPP Surcharge to be collected as of January 1, 1998.


ORA also notes that it appears to be inconsistent for the Commission to continue ECAC or ERAM accounts (as the Draft Decision would do by staying Resolution E-3514, p. 5), and also require rate unbundling (p. 4).  ORA supports the Commission’s policy to require rate unbundling, and recommends that the Commission not stay the issuance of Resolution E-3514.  Base rates and ECAC rates essentially disappear when the unbundled generation rate is introduced.


Finally, ORA suggests minor changes to the recommended modifications of Ordering Paragraph 4.b. of the Load Profiling Decision (D.97-10-086) (Draft Decision, Ordering Paragraph 8.c.), and language which clarifies and narrows  Conclusion of Law No. 4 and Ordering Paragraph 14 regarding utility tracking of “costs and revenues that may require later adjustment” due to the delay in commencement of the ISO/PX.


I.	TRANSITION COSTS


ORA has two concerns related to transition costs.  First, the Commission should clarify, when it states that “collection of ‘headroom’ revenues to offset transition costs” (Draft Opinion, p. 4) would begin January 1, how the headroom would be calculated in the absence of a PX price.  Second, the continuation of the ECAC and ERAM accounts by staying resolution E-3514 (Draft Opinion, p. 5) seems incompatible with rate unbundling and January 1 implementation of the TCBA.  The latter is necessary to allow the computation of headroom. 


A.  Calculating Headroom 


There are various ways to address the matter of calculating headroom.    Perhaps the cleanest way would be to assume a PX price of zero, and allow debiting of all “going forward” costs through the various memorandum accounts set up to track them in conjunction with the TCBA prior to operation of the PX and ISO.  This debit would not be automatic, but would be subject to reasonableness review in the first RAP.  To facilitate reasonableness review, the utilities also should track a more realistic proxy of the PX price that can later be compared with actual PX prices once the PX begins operation.  (See Draft Opinion, fn. 2).  For tracking purposes, ORA proposes that the proxy be the SO1 price used to make payments to QFs, for all utilities which have filed for recovery of uneconomic costs.  The reasonableness of this particular tracking and benchmark can be compared with costs in reasonableness review.  The results of reasonableness review would be used to determine an appropriate debit, and for any necessary recomputation of headroom.


ORA proposes the use of SO1 because it was considered in the negotiations that occurred in CTC Phase 1 to derive a forecast of the 1998 PX price.  Edison based its forecast on the SO1 price, and the PX price forecast was 2.39 cents/kWh including capacity payments of 0.06 cents/kWh.  ORA used a system average heat rate and forecasted 2.14 cents/kWh including no capacity component.  SDG&E reviewed various electricity price forecasts from various organizations and proposed a range of 2.0 - 3.0 cents/kWh.  PG&E made no forecast, owing to the likely residual determination of the CTC, an issue not fully resolved prior to Phase 1 CTC. (See A.96-08-001 et al, Exh. 20, Ch. 4.)  The parties all stipulated to 2.4 cents/kWh, which is in the middle of the range of the filed forecasts of the three parties, but obviously closest to Edison’s SO1 based forecast.  


ORA believes that some tracking of this type to facilitate reasonableness review of debits rather than automatic debiting is necessary to assure ratepayers are not harmed by the delay in the startup of the PX and ISO.  The utilities’ actual costs may be higher than those reflected in the above proxy, but the Commission will need to determine whether these should be allowed in light of the fact that the same power plants will be providing electricity at the PX price after competition begins.  


Thus, ORA recommends an additional Ordering Paragraph be added as follows:


Pacific Gas and Electric Company, Southern California Edison Company, San Diego Gas & Electric Company, PacifiCorp, and Sierra Pacific Power Company shall establish an interest-bearing Proxy Headroom Memorandum Account to track headroom on January 1, 1998.  For this memorandum account, headroom shall be the difference between unbundled generation revenues and costs based on the SO1 price.  Review of this memorandum account shall occur in the Revenue Adjustment Proceeding.  Any such filing shall provide that entries of revenues and costs (but not interest) shall not extend beyond the date the Commission or its delegate declares to be the start date for direct access.


�
B.  ERAM and ECAC Should Be Discontinued


Second, ORA sees continuation of ERAM and ECAC as incompatible with rate unbundling and implementation of the TCBA.  This is because base rates and ECAC rates essentially disappear when the unbundled generation rate is introduced.   As Resolution E-3514 eliminated ERAM and ECAC, ORA recommends against staying that resolution.


Thus, ORA recommends that Conclusion of Law 7 be deleted.


C.  Protests to the Operation of the TCBA Should Not Preclude the Implementation of the TCBA on January 1, 1998


ORA observes that there are protests not yet resolved regarding the operation of the TCBA.  However, these protests need not necessarily preclude January 1, 1998 implementation of the TCBA.  ORA therefore recommends the modification below to Ordering Paragraph 14 of D.97-11-074.  If the protests result in changes to the tariffs that have been filed, entries could be adjusted retroactively.  ORA does not favor continuation of ECAC and ERAM while these protests are being resolved because collection of headroom would be obscured while ISO startup is delayed.  Therefore, ORA recommends that the Commission issue this opinion regarding delays in the startup of the ISO/PX without waiting to address the protests.


An additional ordering paragraph should be added to the draft order to state:


Ordering paragraph 14.a. of D.97-11-074 is modified to read:


“PG&E, Edison, and SDG&E shall file compliance advice letters by December 12, 1997, which shall be effective as of January 1, 1998, unless the Energy Division determines that tariff provisions which are not in compliance with this decision cannot be adjusted retroactively.”


II.	THE PUBLIC PURPOSE PROGRAM SURCHARGE SHOULD BE IMPOSED ON JANUARY 1, 1998


	ORA recommends adding recovery of the PPP surcharge to the list of restructuring initiatives (p. 3) that should go forward on January 1, 1998.  Strong public policy concerns motivated the imposition of this surcharge, which is just as integral a part of electric restructuring as the 10% rate reduction, unbundling, and the other initiatives delineated by the draft opinion.  Section 381(c) requires the Commission to order electrical corporations to collect and spend PPP funds starting January 1, 1998, and this requirement remains unaffected by any delay in the startup of the ISO/PX.  Finally, because Section 381(d) allows the utilities to extend their CTC collection until March 31, 2002 in order to fund fully the PPPs, any delay in collection of a PPP surcharge potentially will result in additional funding through CTC during the “stub” period and an associated delay in full recovery of uneconomic costs.  Ratepayers should not be burdened with a more lengthy period of transition cost payments solely due to the delay in the startup of the ISO/PX.


III.	CHANGES TO ORDERING PARAGRAPHS 8.c AND 14


	ORA also recommends two changes to Ordering Paragraphs 8.c and 14 of the draft opinion.


	Ordering Paragraph 8.c, which modifies Ordering Paragraph 4.b of D.97-10-086, fails to extend the September 30, 1998 date for use of 20 to 50 kW load profiles to allow such profiles to be used for at least the full nine months after the start date for direct access.  The purpose of establishing the September 30, 1998 date, unless extended by the Commission, was to allow for at least nine months (less one day) of use of load profiles to establish a fair pattern of usage.  ORA still believes the Commission should have discretion to extend the date, but the date should be set at nine months less one day after the date the Commission or its delegate declares to be the start date for direct access.  ORA thus recommends the following modification to Ordering Paragraph 8.c.:


The 20 to 50 kW load profiles shall be made available for use no later than the date the Commission or its delegate declares to be the start date for direct access, and shall remain in effect until September 30, 1998 for nine months less one day after the date the Commission or its delegate declares to be the start date for direct access unless extended by the Commission.


	The Commission should also clarify the language in Conclusion of Law No. 4 and Ordering Paragraph 14 regarding tracking of costs and revenues that may require adjustment due to the delay in the startup of the ISO/PX.  Only those costs that are attributable to the delay in the startup of the ISO/PX should be tracked, as all other costs eligible for recovery will already be tracked.  All revenues should be tracked.  However, the Commission should make clear that any interim tracking mechanism expires on the date the Commission or its delegate declares to be the start of direct access. 


	Each utility shall be required to include a showing which demonstrates that the utility undertook all practicable steps to minimize delay in any filing which requests recovery of costs in this tracking account.  The Commission must exert strong, ongoing pressure to ensure that this delay is as brief as possible.  If the Commission finds that a utility’s actions contributed to prolonging delay, even in the slightest degree, the utility should bear full responsibility for these costs.


Thus, ORA recommends that Conclusion of Law 4 be modified as follows:


The electric utilities should be authorized to track , as appropriate, costs and revenues that may require later adjustment because of the delay in the startup of the Power Exchange and the Independent System Operator   revenues and those costs that are specifically attributable to the delay in the startup of the Power Exchange and Independent System Operator, and would not have been incurred but for the delay.


ORA recommends that Ordering Paragraph 14 be modified as follows:


Pacific Gas and Electric Company, San Diego Gas & Electric Company, Southern California Edison Company, PacifiCorp, Sierra Pacific Power Company, Southern California Water Company, and Kirkwood Gas & Electric Company are authorized to track, as appropriate, costs and revenues that may require later adjustment because of the delay in the startup of the Power Exchange and the Independent System Operator make advice letter filings to establish tracking accounts for revenues, and those costs that are specifically attributable to the delay in the startup of the Power Exchange and Independent System Operator, and would not have been incurred but for the delay.  Any such filing shall provide that the tracking shall terminate no later than the date the Commission or its delegate declares to be the start date for direct access.  


IV.	CONCLUSION


	ORA supports the notion that the crucial components of electric restructuring can commence on January 1, 1998, and as long as a reasonable proxy is used to calculate headroom, ORA finds no reason to delay utility recovery of 
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///


///


�
uneconomic costs.  For the above reasons, ORA urges that the Commission modify its Draft Opinion has indicated herein.





Respectfully submitted,
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