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Franchise Fee and Utility User Tax Collection








12.I	This chapter of the Direct Access Working Group Report outlines issues and proposed requirements for the Franchise Fee and Utility User Tax Collection in a restructured electric industry marketplace.  These issues arise from the financial obligations of local governments and the recognition of the need for a level playing field for all electricity market providers with respect to these financial responsibilities.





Without the adoption of clear franchise fee and Utility User Tax collection requirements, the roadmap decision adopted in December 1995 by the Commission could have negative impacts on the financial stability of local governments.  Implementation of electric industry restructuring must assure the ability of local governments to collect all revenues under the powers of their franchise fee authority.





12.2.	The statutory authority of local governments to collect franchise fees or utility user tax does not appear to be in question.  Moreover, in 1993 SB 278 (Beverly) was enacted with Provisions to protect status quo rights to franchise fee collection under deregulation.





The potential financial impacts of electricity restructuring on municipal revenues is significant as a result of the multiplicity of participants and the unbundling of costs.  Full collection will be difficult.  The interests of local governments should be recognized in rule-making at various levels to protect the municipal financial position.  In the future, the utility bill is expected to show generation costs, transmission and distribution costs, transition costs and social programs costs.  The capability to identify, payments due from each of the components of the unbundled base utility expenditure in a restructured electricity industry and the mechanics of collection are the subject of concern.





The CPUC's rule-making must protect the rights of municipalities to full revenue collection of these revenues.  The mechanics of how these fees would be collected requires CPUC and legislative support.  Sufficient public record of transaction of energy purchases under direct access and utility default service must be made available as the basis for fee determination.





12.3.	All energy service providers must be required to remit pertinent franchise fees and utility user tax.  The transparency and disclosure of all relevant financial transactions must be sufficient to support the requirements of fee collection.  The multiplicity of participants who should be required to remit payment as a result of the use of right of ways as a result of electricity transportation need to be examined.  Examples of energy market place participants and their respective financial transactions, which should be made subject to the fees are listed below.








12.3.1		Local Distribution Company - fixed and variable costs for transportation, metering reliability of system, and competitive transition charges.





12.3.2		Investor Owned Utility - fixed and variable costs collected by IOU for generating electricity.





12.3.3		Energy Service Provider - costs for services including metering, billing and wholesale procurement provided by ESP; part of the transaction between end users and generation companies or the power exchange.





12.3.4		Independent Power Producer - fixed and variable costs collected by generator for sale of electricity.  The generation costs are payable to the Power Exchange or the direct access provider, and are a portion of the revenue which is collected through bilateral agreements, or virtual direct access.





12.4	In summary, disclosure and mechanics for the collection of the franchise fees and utility user taxes in exchange for the right to share in the use of municipal right-of-ways, or systems in lieu of these right-of-ways must be achieved.  Procedures to ensure complete and transparent collection should consider requirements for open access to information, records of usage, open access to fees and charges associated with usage, payments to service-providers which are rendered based on historical data, and records remitted from "virtual direct access" providers.


�











 





 











