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The Office of Ratepayer Advocates (ORA) respectfully submits these reply comments on Administrative Law Judge (ALJ) Weissman’s Proposed Decision (PD) of February 14, 1997, concerning the unbundling of revenue cycle services.  As stated in our opening comments, ORA encourages the Commission to adopt the PD with minimal, if any, modification.


The Proposed Decision Appropriately Reflects the Record


The Comments of Southern California Edison Co. (Edison Comments) constitute re-argument of issues that were already considered by the ALJ, and are not a reason for changing the PD’s order to proceed with cost studies to establish rates, and with establishment of service agreements:


Whereas Edison urges that energy service providers must not receive subsidies through credits for unbundled services (Edison Comments, pp. 7-8) and asserts that its costs will increase (pp. 12-14), the PD directs the utilities to submit detailed cost studies, in which Edison can establish its actual costs.  Edison’s claim that tariffed cost credits will create cost shifting because they cannot reflect differences in costs among customers (Edison Comments, pp. 14-15) ignores the proposals by unbundling advocates to analyze and reflect such differences in the credits that are established. (See, e.g., ORA Tr. 5338, at January 15, 1997 hearing.)�


Edison’s objection that any business needs to measure and track the commodity it sells (Edison Comments, pp. 11-12) has been addressed repeatedly in the record analyzed in the PD. (For example, ORA’s February 7, 1997 Comments, p. 2.)


Edison claims that the PD would change the Commission’s policy as stated in Decision 95-12-063. (Edison Comments, p. 15.)  However,  that decision was clear in its statements that opportunities should be created for competition in serving all customer classes.  The PD in turn states clearly why revenue cycle unbundling is necessary to achieve that goal. This issue was summarized in ORA’s opening comments.


Edison’s criticism that the PD would impede direct access is contradicted by the testimony of most witnesses at the January 15, 1997 evidentiary hearing.  That testimony supported revenue cycle unbundling as being essential to implementation of direct access (For example., ORA, Tr. 5336 at January 15, 1997 hearing.)  Similarly, Edison’s assertion that only its metering proposal is viable (Edison Comments, pp. 18-21) is contradicted by the bulk of testimony at that hearing. Witness testified that competition is the means to produce technological innovation. (See, for example, ORA’s January 21, 1997 Comments, p. 6.)


Edison argues that revenue cycle unbundling would “undermine” AB 1840.  (Edison Comments, pp. 21-22)  This interpretation is faulty as shown by the analysis in ORA’s January 21, 1997 comments, and ORA’s opening comments on the PD.�


Other criticisms raised by Edison are already being addressed by the Commission:


Whereas Edison identifies consumer protection as a hurdle preceding revenue cycle unbundling (Edison Comments, pp. 4-6), the Commission has already stated its intent to address this issue in the Direct Access proceeding, and has placed a Proposed Decision on its March 18, 1997, decision agenda.


Edison criticizes the PD for not identifying how discrepancies in load losses and imbalances will be accounted for. (Edison Comments, pp. 9-11) However, Edison’s own proposals for dealing with these issues were offered in its December 6, 1996, application in the Ratesetting proceeding (A.96-12-019) and will be addressed in hearings that start on March 24, 1997, along with proposals by other parties concerning these issues.


Similarly, Edison’s concerns that stranded costs would be created by revenue cycle unbundling (Edison Comments, p. 11) would be addressed upon submission of  the cost studies and service agreements called for by the PD.�


Edison has also raised new issues that go beyond the scope of this proceeding:


Edison asks the Commission to mandate reciprocal unbundling of the natural gas industry (Edison Comments, pp. 6-7), but offers no citations to the record of this proceeding.  Instead, Edison refers to Southern California Gas Company’s Performance Based Ratemaking proceeding, where it raised these concerns.


Edison asks the Commission to establish “effective” mechanisms, such as bonding requirements, to provide security for the UDC’s revenue stream. (Edison Comments, pp. 8-9.)  Edison will have the opportunity to propose appropriate mechanisms in its June 1, 1997, application to establish these bonds.


Clarification of Conditions Under Which Utilities May Provide Automated Meter Reading May Be Appropriate


Pacific Gas and Electric Co.’s (PG&E) opening comments (pp. 8-9) suggest that between the polar opposite positions of mandating system-wide deployment of automated meter reading (AMR) technology by utilities and prohibiting them from deploying AMR technology, there would be a sensible middle ground that allows the utility to install AMR where it would be cost-effective to do so, subject to normal regulatory processes.  PG&E asks for clarification of conditions for utility deployment of AMR.  


CellNet also suggests that the Commission should state the conditions under which utilities can proceed with AMR (CellNet Comments, p.2).  CellNet’s recommendations to a great extent are consistent with ORA’s conditions as described in its January 21 (p. 7) and February 7, 1997, (pp. 1-2) comments:  (1) there must be no rate increase to customers attributable to AMR implementation, even in the future, (2) customers must be allowed to choose to be metered through a different communications system, (3) customers must have an unrestricted choice of UDC or third-party metering, (4) the UDC must ensure that all communications protocols for its communications system are available to all meter manufacturers, at least one year in advance of its implementation, and (5) the UDC may not begin offering or installing meters intended for automated meter reading on customers’ premises before January 1, 1998. 


CellNet also adds a different condition:  the technology would not be paid for in rate base by ratepayers.  Combined with prohibiting incremental cost to ratepayers, this appears to limit meter installations to one of two circumstances:  slow installation by expensing the AMR investment within annual revenue requirements (if capital investments are allowed to be expensed), or requiring suppliers to finance the capital investment in new technology.  While the second circumstance would have some appeal in shifting the risk of stranded cost from both ratepayers and shareholders to the technology vendors, the Commission should verify that a competitive market in metering would develop under this requirement.


PG&E goes farther in stating that (1) it should be allowed to require installation, calibration, and maintenance of meters provided by energy service providers, for the time being (PG&E Comments, pp. 9-10), and (2) mandated billing formats and arrangements, and metering and meter reading arrangements, should conform to the utilities’ billing and data retrieval systems (PG&E Comments, p. 13).  This issue has already been considered by the PD as well as in presentations by parties including ORA (e.g., ORA  comments, January 12, 1997, p. 5).  While characteristics of the UDCs’ existing systems provide a starting point for setting standards, ORA recommends requiring UDCs to make both their needs and capabilities known.  Each UDC should disclose the content and format of the data that it requires for its own business needs and that it is capable of providing in sufficient detail for other firms to formulate their business systems.





/ / /


/ / /


/ / /





Conclusion


In conclusion, the PD appropriately reflects the record and is based on appropriate policies, and should be adopted by the Commission.  If any changes are made by the Commission, they should not change the PD’s overall findings and should aim instead at furthering its goals.
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�  PG&E’s opening comments (p. 6) also express a need to analyze net avoided cost.  The cost studies presented by the utilities should be expected to clearly distinguish one-time or system-level costs from incremental costs that vary with the number of customers served, and thus attempt only to offset per-customer avoided cost credits with incremental costs.


�  PG&E’s opening comments (pp. 1-2) echo a view that AB 1890 supports deferring revenue cycle unbundling for small customers.  As discussed in ORA’s opening comments (pp. 2-3), this would contradict AB 1890’s stated intent.


�  PG&E more specifically identifies its concerns regarding stranded meter costs, but ORA has already proposed an appropriate solution for this issue (see ORA, Tr. 5339-5341 at 1/15/97 hearing, and ORA’s December 20, 1996, comments, pp. 7-10).  Initially the utility would turn over the responsibility for its meter costs to the customer’s service provider (ServiceCo), who would pay this part of the customer’s rates to the utility instead of the utility is continuing to bill the customer.  If the ServiceCo chose to replace the meter before it was fully depreciated, it would be responsible for paying off the remaining rate base.
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