








October 21, 1997





Kevin Coughlan


IMC Branch Chief


Energy Division


California Public Utilities Commission


505 Van Ness Ave., Room 4002


San Francisco, CA 94102





Subject:	Protest to Pacific Gas and Electric Company’s Advice Letter 1692-E-B





Dear Mr. Coughlan:





The California Public Utilities Commission’s (CPUC) Office of Ratepayer Advocates (ORA) hereby supplements its September 4, 1997, protest to Pacific Gas and Electric Company’s (PG&E) Advice Letter 1692-E-B, which supplements its Advice 1692-E, filed pursuant to Decision (D.) 97-08-056 in Application (A.) 96-12-009, the “rate unbundling” or “cost separation” proceeding.  ORA and other parties previously protested PG&E’s original Advice 1692-E on September 4, 1997, and workshops were held by the CPUC’s Energy Division on September 16 and 17 to address the issues raised in those protests;  in addition, ORA commented on draft advice letter filings on August 4, 1997, and protested PG&E’s first supplemental Advice 1692-E-A.  Some issues have been resolved through this process, but PG&E’s Advice Letter and other related filings should be clarified further before they are approved by the Commission.  ORA regrets that after this process it is still necessary to protest PG&E’s supplemental Advice Letter, but believes it is within PG&E’s capability to correct its filing to fully comply with D.97-08-056 by January 1, 1998.





A.96-12-009 et al is a consolidated proceeding including A.96-12-011 and A.96-12-019, concerning PG&E, Southern California Edison (Edison), and San Diego Gas and Electric Company (SDG&E), and D.96-08-056 addressed all three applications and adopted consistent ratemaking treatment for the three utilities.  As noted in ORA’s original protest, such consistency is important in order to achieve transparency in California’s future competitive markets, which will extend beyond the service areas of each of the distribution utilities.  Therefore, a consistent approach to designing tariffs that implement electric restructuring will also be appropriate, and to achieve that result, this protest and concurrent protests related to the other utilities’ Advice Letters include comparisons between these filings.





Power Exchange Energy Cost Credit and Competition Transition Charge





Since PG&E’s original filing, it has improved the wording of its description in Schedule PX of what is included in the calculation of the cost of its purchases from the Power Exchange (PX), so that it includes the substance of Edison’s original description;  ORA’s earlier protest had recommended Edison’s description as a model for all three utilities due to its role as one of a few provisions resulting from electric restructuring that apply to all customers.  A specific clarification is needed in paragraph 2 of the section of PG&E’s Schedule PX, entitled “Bundled Service of Direct Access Service”, which states “[o]n the same day each week ...”;  this section should identify the specific day of the week that begins the weekly period to which the calculations will apply.  In addition, the cover letter of PG&E’s filing states that the PX Price calculation methodology adopted by D.97-08-056 will not be implemented yet by January 1, 1998, but PG&E’s filing does not clearly state what PG&E plans to use instead of the adopted methodology and does not clearly state how it will remedy the erroneous billings that would result from its failure to use the adopted methodology, upon which it bases its proposed Schedule PX.  The Commission should reject a filing by PG&E that acknowledges a failure to implement the methodology that is stated in the filing.





Distribution Line Losses





As noted in ORA’s original protest, PG&E’s specific proposal for calculation of hourly distribution line loss factors is not apparent from its Advice Letter, and should be clarified in a revised Advice Letter.  A supplemental workshop report concerning Retail Settlements and Information Flows recommended that PG&E should review the available calculation methods prior to October 15;  PG&E’s report on that review has been received, but time has not allowed for comment herein.





Real Time Pricing Rates





ORA’s protest to PG&E’s Advice 1692-E noted that Schedule A-RTP states that customers can participate “solely at the option of PG&E”, and limits participation to 50 customers, and that these provisions would place unnecessary restrictions on the development of competitive markets, for which the Commission has relied on the use of real time pricing.  ORA recommended that these provisions should be deleted.  ORA later found it necessary to protest PG&E’s Advice 1692-E-A, which proposed to close Schedule A-RTP to new customers instead of responding affirmatively to ORA’s protest;  ORA’s protest to Advice 1692-E-A cited the policies set by D.95-12-063 as evidence of the Commission’s intent to emphasize real time pricing in the future.  PG&E’s supplemental Advice 1692-E-B has now eliminated its proposal to close Schedule A-RTP to new customers, but retains the language that places participation “solely at the option of PG&E” and limits participation to 50 customers.  As requested in ORA’s original protest, this language should be deleted.  At a minimum, allowing customers to participate “solely at the option of PG&E” is a type of tariff provision that can easily be abused in the future as PG&E is placed in competition with other energy service providers for generation services, and therefore must be eliminated.





Rate Calculations





The rate unbundling proceeding was consolidated so that consistency could be achieved among the utilities’ implementations of electric restructuring, and D.97-08-056 adopted specific methodologies for functionalized revenue allocation, and in several areas adopted Edison’s proposal for functionalized rate design.  There is no indication that the decision adopted PG&E’s or SDG&E’s proposals, and given the Commission’s overall direction of consistency among utilities in the implementation of electric restructuring, the explicit adoption of Edison’s proposals on rate design issues must be considered as a rejection of PG&E’s and SDG&E’s differing proposals.  A utility’s filing is deficient if it does not conform to the adopted methodologies, and this shortcoming appears in PG&E’s proposed demand charges for Schedules E-19 and E-20.





D.97-08-056’s findings on the appropriate level of demand charges are stated in Section VIII.10.b (pp. 46 - 47):


“In instances where Edison’s development of nongeneration marginal cost-based customer and demand charges produce more revenue than the allocated revenue requirement for a particular schedule, Edison has reduced the nongeneration time-related demand charges to align schedule revenues with the allocated revenue requirement.  Without this adjustment, nongeneration energy rates would become negative.  Therefore, it is reasonable to reflect this adjustment in the next most variable charges.


“In instances where marginal cost-based customer and demand charges for a schedule do not collect the allocated revenue requirement, the imposition of an energy charge is appropriate.


“CLECA/CMA suggested using an EPMC factor to increase all transmission and distribution components.  This is inconsistent with how the nongeneration PBR base rates, which are escalated to arrive at 1998 rates, are established.  Also, adjusting these components would result in prices that deviate from marginal costs.  We adopt Edison’s methodology.”





In the case of PG&E’s distribution rates, marginal cost revenue responsibility must be scaled up by EPMC to collect the allocated revenue requirement, but PG&E has not placed the revenue allocated to Schedules E-19 and E-20 in excess of marginal distribution costs in energy charges, as required by the decision.  PG&E must be directed to recalculate its proposed rates to comply with the decision.  The large number of tasks associated with electric restructuring has prevented ORA from recalculating PG&E’s rates in the manner specified by the decision, but ORA is willing to work with the Energy Division and PG&E to expeditiously determine the correct rate calculations.





Terminology





Despite the directions given by the Energy Division on September 24, 1997, PG&E has failed to replace all instances of the term “full service” with the term “bundled service”.  One (but not the only) example can be found in Special Condition 17 of Schedule E-19.





ORA looks forward to working
