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	COMMENTS OF SAN DIEGO GAS & ELECTRIC COMPANY (U 902-E)


ON DIRECT ACCESS TARIFFS, SERVICE AGREEMENT,


 AND DIRECT ACCESS WORKSHOP





I.	INTRODUCTION


	San Diego Gas & Electric Company respectfully provides these comments on the direct access tariffs and service agreements that were the subject of the CPUC Workshop, conducted in August, 1997. Concurrently with this filing, SDG&E has jointly filed with the Direct Access Alliance, a group of market participants interested in Direct Access, a proposed statewide tariff and service agreement.� With a few exceptions set forth below, we are in agreement on a uniform tariff and service agreement and believe that these documents should apply uniformly in the state.� Our comments below address the areas where we could not reach agreement with the Alliance. Those areas consist of the following: 


	The areas of disagreement are reflected in the Agreement and tariff by bold printed alternative sections offered by SDG&E and the Alliance. In resolving these areas of disagreement, we have left open to the Commission the option of choosing among the options provided. The list below summarizes our areas of disagreement:


1.	CTC Obligations Under AB1890: SDG&E and the Alliance were not able to agree on precise language to address when the ESP must obtain written confirmation of the customer’s obligation to pay CTC (Tariff, Section B(14)), although we generally agree on the substantive issue. SDG&E and the Alliance could not agree on language or the underlying principle that ESPs should have an incentive to support AB1890 as a package. Proposed language by SDG&E is in Section 1.3 of the Service Agreement.





2.	Service Fees: SDG&E and the Alliance were not able to agree on whether there should be interim charges to cover certain direct access-related services. SDG&E’s current proposed charges appear in Schedule DA of its July 15 filing.





3.	Ability of Customer to Change a Pending Direct Access Service Request: (Tariff, Section E(9)) SDG&E and the Alliance disagreed on the extent to which a customer should be able to stop a service change after the ESP has sent a request to the utility.





4.	If a Customer Returns to Default Service, But Has A Meter Previously Supplied By a Third Party, The Meter Must Be Capable of Being Read By the Utility: (Tariff, Section H(1)(d) and (3)): SDG&E and the Alliance could not agree on whether a  customer with an ESP meter that the utility is unable to read could require the utility to develop the technology to read that meter if it returns to default service.





5.	ESP Billing (Tariff, Section N): SDG&E and the Alliance could not agree on whether the utility could be forced to rely on the ESP to compute the charges the ESP owes to the utility.





6. 	Audits: (Service Agreement, Section 24) SDG&E and the Alliance could not agree on an audit clause for the service agreement.





7. 	Dispute Resolution: (Service Agreement, Section 15): SDG&E and the Alliance could not agree on a dispute resolution section for the service agreement.





	In each case, we have provided alternative language to address this disagreement. Below, SDG&E discusses each of these issues.


	Although the tariff and service agreement bring us a long way toward being able to implement direct access, the commission also must act to approve the recommendations contained in the various workshop reports on metering and retail settlement. Without such approval, we cannot be ready for direct access.


II.	AREAS WHERE THE ALLIANCE AND SDG&E DISAGREE


A.	CTC Obligations Should Be Preserved and AB1890 Should Be Honored





	There has been disagreement on two proposals for the tariff and service agreement relating to transition costs. In their most recently-filed tariff, Edison and PG&E would require that all customers sign an agreement confirming their obligation to pay CTC, even if they are continuing to take utility distribution service under a tariff that imposes the CTC obligation of the customer.


	SDG&E has found this provision unnecessary. While customers no longer taking distribution service from the utility must confirm their CTC payment obligation in writing, in accordance with AB1890, if a customer is taking service under a utility tariff, the tariff establishes the customer’s continuing obligation. A separate writing in that case is an unnecessary burden on direct access.


	SDG&E believes that AB1890 properly addresses this issue and its provisions should be enforced by the Commission. In this respect, SDG&E and the Alliance agree as a matter of substance, and we both disagree with the added writing requirement that Edison and PG&E have proposed.�


	Unfortunately, SDG&E and the Alliance disagree on another provision of the Service Agreement that would also support the intent of AB1890 with respect to CTC. SDG&E has proposed, and the Alliance has opposed, a contractual provision that would protect against ESP efforts to “cherry-pick” parts of AB1890 while attempting to undermine other elements of the package.


	AB1890 represents a comprehensive package of restructuring elements. Recently, some market participants having begun making noises that they would like to undo parts of this package, preserving only the elements they like best. The Commission must discourage such efforts. The Commission must stand behind AB1890, and every market participant must have the incentive to do the same, without any encouragement or belief that they can undermine parts of AB1890 while gaining the benefits of other parts. SDG&E strongly supports a provision in the Service Agreement that would give all parties the incentive to continue to support the AB1890 package. Under this provision, the Service Agreement would terminate if there was a material change in the AB1890 provisions permitting recovery of the competition transition charge. This provision appears as Section 1.3 in the draft Service Agreement.


	SDG&E understands that the Alliance opposes this provision. We can understand why the Alliance would oppose termination of the Service Agreement: because it would interfere with the benefits that ESPs hope to gain from AB1890. (Indeed, the only reason that an ESP should oppose this provision is if the ESP is not interested in protecting AB1890.) But it only affects AB1890 benefits to ESPs if other key aspects of AB1890 have been undermined. This preserves the balance that the legislature originally intended. ESPs that do not want this provision invoked will have a strong incentive to protect and honor the AB1890 package, which is exactly the right outcome, and the best way of ensuring that AB1890 is preserved. SDG&E urges the Commission to endorse this provision.


B.	The Commission Must Provide For Interim Service Charges





	SDG&E and the Alliance have not agreed on the issue of service charges to cover the costs of specific services the utility must perform. Specifically, we disagree on whether there should be service charges applied to Direct Access custoemrs to cover costs the utility incurs, pending a more in depth examination of such charges. In general, we have discussed three categories of such charges:


(i)	 Charges to cover services also available in the competitive market. The most obvious of these is metering services;


(ii) 	charges for discourage conduct that is contrary to the tariffs. The most obvious of these charges are charges for re-reading meters when the ESP failed to do so; and


(iii) 	charges for services not available in the competitive market that must be performed to permit direct access. The most controversial of these is the service charge to process a direct access service request.


	There is a fourth set of charges -- those already in tariffs, such as for a change in meter read date. These do not require further action by the Commission at this time.


	The easiest case here is that dealing with services available in the competitive market. It is obvious that the utility should be able to price those services in order to recover its costs and to provide appropriate price signals in the market. If the utility is not allowed to price these services to recover costs, then the marketplace would be competing against services from the utility priced at below cost. This would frustrate, rather than enhancing the competitive market. Thus, it is clear that the utility must be able to charge for these services. SDG&E’s initial estimate of these costs appears in Schedule DA, filed July 15, 1997.


	It is equally obvious that if an ESP fails to perform, causing the utility to perform remedial action by the utility such as meter re-reads, the utility should be able to recover the cost of that remedial action. Such a cost-based charge sends the right signal to the ESP, which should be particularly crucial at the beginning when there may be an array of ESPs that are not completely reliable. Thus, we believe that there should be charges from the outset where an ESP fails to perform and the utility must act instead. We have included these charges in our Schedule DA.


	The third set of charges relates to things not performed in the competitive market. The most controversial of these is the charge for processing a direct access service request. These services come at a cost. Indeed, for bundled customers today, SDG&E charges a Service Establishment charge to cover new services. SDG&E used this charge as the basis for our proposed charge for DASR processing under Schedule DA. Processing a Direct Access Service Request involves more work than normal service establihsment. Additionally, SDG&E expects to engage new people to process direct access requests, at an added cost to the utility not reflected in current rates. It would be ironic indeed if the utility could charge a Service Establishment charge for new bundled customers, but was disabled from charging, even on an interim basis, for direct access service requests. Far from providing parity, this would result in just the opposite.


	For this reason, we believe that there need to be interim charges for each of these classes of services. We should not pretend that any of this can be done for free.


	There has not been a forum or schedule issued by the CPUC to address these issues.  All three utilities have filed pro forma service fees in this proceeding.  Since the focus in this proceeding has been on developing tariff language consistent with the guidelines and rules already issued by the CPUC on Direct Access implementation, the issue of service rates and fees has been lost in the process.  For these reasons, SDG&E proposes the following schedule in this proceeding to address the issue of Direct Access service fees:


Early October	SDG&E will file Interim DA Service Fees, complete with workpapers.


Oct. 9	Commission issues decision on Direct Access Implementation Issues.  This ruling should include language recommending that SDG&E’s Interim Service Rates be adopted as of 1/1/98. SDG&E will establish a tracking account to record the interim service charges against SDG&E’s actual cost of incurrence for these services.


Oct. 20	SDG&E files tariffs in compliance with the Oct. 9 DAI decision.


	This filing will include SDG&E’s proposed interim DA service fees to be effective when direct access requests begin


Mid -Nov	SDG&E files its proposal for permanent DA service fees, to be effective after the interim period for service fees.


Mid-Jan	Interested parties file their comments to SDG&E’s proposals on DA service fees.


	SDG&E needs to have service fees in place when direct access requests begin in November. We ask the commission to make clear the process for how to get us there.





 


C.	Customers Should Have The Ability to Cancel A Pending Service Change, and Residential Customers Should Be Given As Much Time As Possible To Cancel





	The issue here is the extent to which a customer may cancel a service change before it takes effect. SDG&E believes that a customer should have the ability to stop a service change that it does not want. The Alliance position would unnecessarily lock customers into an unwanted service change.


	Under the Alliance proposal, all customer cancellations need to take place within two weeks after the utility accepts a DASR. After that date, the customer cannot stop the change. Instead, the customer must wait to return to its prior service provider until the next billing cycle, and must pay a processing charge to go back to its previous service provider, even though it never wanted to change in the first place. Thus, if a customer who receives from the utility confirmation of a pending switch from one service provider to another calls the utility and says “don’t switch me”, the Alliance asks the Commission to order the utility to refuse, even though the switch may not be scheduled for weeks later.�


	This is not an example of customer choice. To the contrary, it takes choice away from the customer and uses the utility as the tool to hold the customer hostage to the unwanted provider. Not only is it unfriendly and confusing to the customer, it also creates needless administrative burden for the utility. It forces to utility to field more telephone calls of confused or unhappy customers who are being switched against their wishes and forces the utility to process more DASRs, robbing from processing time for other valid DASRs.


	SDG&E can see only one valid reason for keeping short the period in which a customer may cancel a DASR: ESPs must arrange to schedule load for their prospective new customers. This reason justifies a shorter period for cancellation for larger customers (e.g. over 20 kW), where the ESP may need to make specific arrangements in advance, but not for smaller customers. Accordingly, SDG&E can agree to hold larger customers to a two week period after the DASR is accepted for canceling a DASR, as long as these customers are given conspicuous notification by the ESP of this provision when they contract for service with the ESP.


	However, the ESP is not making similar specific arrangements for smaller customers, such as residential load, so there is not the same justification for such a short cancellation period. SDG&E believes that smaller customers (less than 20kW) should have the right to cancel up to 3 days before the switch, which is the last day practical for the utility to cancel the order.  As the Commission has already acknowledged, these customers are likely to be less sophisticated in the areas of Direct Access and more likely to be “slammed”. The Alliance’s two week provision would give them only approximately a week to respond after they receive notice from SDG&E of a pending change, which may likely not be enough time if they are not prompt in opening their mail or out of town.  Since this size customer should not impose a scheduling hardship for the ESP, they should have the maximum time to cancel a DASR if they choose to do so.


	SDG&E’s Rule 25, section E(9) allows a large customer (over 20kW) to cancel a pending DASR up to 2 weeks from DASR acceptance or 3 days before the scheduled switch date, which ever is earlier.   It also allows a small customer (under 20kW) to cancel a pending DASR anytime up to 3 days before the scheduled switch date. We ask the Commission to endorse this provision.


D.	A Customer With a Third Party Meter Can Only Take Default Service Through That Meter If The Utility Can Read The Meter





	SDG&E has agreed that a customer with an ESP meter can return to default service and retain the meter, so long as it is compatible with the then-current utility meter reading capability. The reason for this is simple: if we can’t read it, we can’t measure usage. The Alliance disagrees. The Alliance has proposed that the utility must be forced to read the meters of customers who have meters that the utility is unable to read. (Tariff Section H(3))  This makes no sense and the commission should reject it. It is fair to ask customers who bring meters to default service to ensure that utilities can read those meters, as we do today.


E.	When the ESP Performs Consolidated Billing, the Utility, Not the ESP, Computes How the ESP Owes the Utility





	For the first time in the dialogue on unbundling, the ESPs have presented in this tariff a new contrivance, the merits of which have never been discussed or examined: The Alliance proposes that when it is doing consolidated billing, the ESP, not the utility, should determine the amounts the ESP owes to the Utility for utility charges. The Alliance identifies this proposal through the deceptive name “full consolidated billing”, as if the type of consolidated billing that has been the sole subject of discussion for the last year was deficient in some way.


	SDG&E has been a leader in promoting the unbundling of “revenue cycle services”, a term that SDG&E invented to describe the customer contact services that SDG&E believes are crucial to an opening of the marketplace. We began to sponsor the unbundling of revenue cycle services over a year ago. In all of that dialogue, no one ever proposed that they should be computing utility bills in place of the utility. This has never been an element of unbundling. The State has never had a dialogue on whether this proposal would be a good or a bad idea, primarily because it has never even been raised before. Accordingly, in adopting the unbundling of revenue cycle services, the Commission never even considered whether utilities would no longer determine how much they are owed. The Alliance’s effort to raise this now, as if it were a natural part of ESP consolidated billing is inappropriate and should be rejected.


	The objective of this proposal is perplexing at best. It is not needed to facilitate customer contact. The ESP has the customer contact established by being the entity that sends the bill, as SDG&E initially proposed and supported over a year ago. It is not necessary to enhance the flexibility of the ESP’s billing. SDG&E and the Alliance have already agreed to a provision that would give the ESP substantial flexibility in how it bills (Section N(5)). This does create some risk that the ESP is properly informing the customer of the utility’s charges, but it accomplishes all that should be necessary from a flexibility standpoint. We further observe that in past comments, ESPs opposed PG&E’s “rate ready” approach to UDC consolidated billing. In that case, PG&E proposed the approach because system limitations prevented the preferred alternative, in which each party computes their own charges. In contrast, no system limitations prevent the utility from computing its own charges, so the Alliance proposal is not necessary, although system limitations do prevent the implementation of the Alliance proposal even if it were adopted.


	The Alliance proposal is also incredibly simplistic. It does not address the inability of existing systems and processes to account for this dramatic change; neither does it offer any safeguards or protections of the utility revenue stream. Indeed, although it purports to make this proposal at the “option” of the utility, the option is utterly illusory because, not only is the utility given no choice, the test that the Alliance proposal would use is limited to a vague standard of “capability to replicate UDC charges”.


	The Alliance proposal is not even “half-baked”. The commission has no basis in any record, CPUC decision or statement of CPUC policy to adopt this proposal. The Commission should reject it and let us get back to the job of implementing direct access.


F.	A Standard Commercial Audit Clause is Reasonable





	SDG&E has proposed a reciprocal audit clause to protect the interest of both parties. (Service Agreement, Section 24) Particularly in this new marketplace where there is likely to be substantial variation in the quality and reliability of metering information for billing, an audit clause is crucial to make sure that information is correct. This is a standard commercial provision that utilities have routinely included in contracts for the purchase and sale of wholesale power. There is nothing inherent in the fact that this is a competitive market that should prevent the use of such an audit clause. Indeed, it has never been a problem in competitive wholesale markets. It is easy to address confidentiality issues through confidentiality agreements. In fact, the Service Agreement includes such a provision.


	The Alliance has agreed to an audit clause but with many unusual limitations. For example, it would permit an audit only if there is a reason to believe that an error has been made. Annual audits are routinely performed commercially as a sound business practice. The suspicion of wrongdoing is an arbitrary limitation. The Alliance would also prevent the auditing party from using its internal auditors to perform the audits. There is no reason to incur the added cost of using outside auditors when internal auditors can do the job. The use of internal auditors is standard in the competitive wholesale market.


	Finally, the Alliance would not allow upstream auditing of information held by the Scheduling Coordinator. We would feel more comfortable about this restriction if there existed any upstream check. Lacking one, we have proposed one here. Perhaps after the market matures, this will no longer be necessary.


	The commission should endorse the use of standard commercial auditing provisions and reject the Alliance’s alternative.


G.	The Service Agreement Should Have a Provision That Clarifies The Proper Forum For Resolving Dispute and Prevents Forum Shopping





	The forum for disputes must be clear. Since this agreement and tariff are part of the commission’s tariffs, designed to implement commission policy, and approved by the Commission, interpretation of the tariff and agreement is best performed by the CPUC. “Forum shopping” to avoid the CPUC’s expert interpretation should be unacceptable. SDG&E has proposed a provision to the service agreement that would required disputes over the performance of the tariffs or CPUC requirements to be brought first to the Commission. The Alliance has opposed this provision. We can see no reason to try to evade the commission’s interpretation of tariffs and policies that it has established.


	The Alliance has also proposed a cumbersome process of mediation as a precedent to resolving disputes. While SDG&E believes it is appropriate for disputing parties to meet and confer before initiating formal action, we do not think they should be forced to pursue dispute resolution mechanisms that they find unhelpful. Any Alternative Dispute Resolution must be purely at the discretion of the parties, and not a matter of compulsion. 


	SDG&E’s proposed Section 15 endorses these principles, and we ask the commission to approve them as well.


III.	AREAS WHERE ALLIANCE AND SDG&E AGREE


	In addition to comments on areas of disagreement with the Alliance, SDG&E highlights below areas where it believes the other utilities have raised issues of concern to the company that are not consistent with the Joint tariff.


A.	Current and Potential Transformers (CTS and PTs) Are Part of the Distribution System, Not The Meter





	The Joint SDG&E/Alliance Tariff agrees that CTs and PTs are part of the utility distribution system, not the meter (Section  H(1)(b)). Accordingly, we have no disagreement on this issue. We understand that Edison also agreed with this position in the Metering Workshop Report. However, in the Metering Workshop Report, PG&E took the position that CTs and PTs should be treated as part of the meter, and, therefore, subject to non-utility maintenance and ownership. There are several reasons why we believe that is a poor idea. They all relate to safety and cost issues.


	Work on CTs and PTs must be performed with de-energized lines for safety reasons. Accordingly, outages must be coordinated with utility line crews, a much more complex process than with simple meter maintenance, where no outage is necessary. Likewise, on new installations there must be coordination between the Service Crew and Meter Personnel, as we do not set a meter into a deenergized socket. We also do not energize a service without a meter being set on transformer rated installations for safety reasons, because of the risk of  damage to the CTs, and to protect against energy theft.


	Work on energized PTs and CTs creates significant safety issues.  The fault current on some installations is above 10,000 amps (equipment is rated at 42,000 amps) which is lethal if not handled properly. This requires installation personnel with greater skills than for a simple meter change, which can de done in a deenergized mode, without a line crew being present.


	Since, in many cases, there will not be joint meeting between ESP and utility personnel or utility site inspections, and since this wiring is behind sealed panels, we will not know if the ESP put in proper wiring, equipment, color coded wiring, etc.  If SDG&E is subsequently required to take over as the default provider then we may be required to change this equipment to meet our standard (there is a good possibility that we would have to take an outage to the customer to make the changes).  In the case of just the meter, we could change the meter to our standards without affecting the customer.


	For all of these reasons, we do not believe that beginning direct access with third party ownership and maintenance of CTs and PTs is a wise idea. Indeed, we believe it adds unnecessary burdens to ESPs who want to be meter suppliers, which could interfere with the marketplace. Accordingly, we ask the Commission to endorse the joint Alliance/SDG&E position on ownership of CTs and PTs.


B.	We Are Still Learning How Metering Requirements Will Determine Optimal Installation Timing





	SDG&E and the Alliance have agreed on a provision that under which SDG&E would endeavor to install meters within 15 days, provided that there is no backlog. SDG&E does not regard the 15 day period as necessarily the right number of days. We have agreed to it as a starting point as we learn more about customers’ requirements for UDC metering services. SDG&E is committed to facilitating direct access and this includes the installation of meters as may be requested or required. However, the volume of orders received in any given week, the impacts of other requirements to serve our customers, and the effects of the winter storm season, which is predicted to be severe this year, all make uncertain the time period for installing meters. Additionally, given the uncertainty in the demand for utility meter installation, we are not certain what level of staffing will optimally meet the needs of direct access and default customers without resulting in excessive periods where staffing is underutilized. Since metering services can be provided by ESPs, if there is a backlog that the ESP finds unacceptable, there will be alternatives. For all of these reasons, we are looking at the 15 day period only as a starting point as we learn better the needs of the market.


C.	The Proposed Treatment of Credit in the Joint Filing Is Reasonable





	SDG&E has proposed that the utility determine creditworthiness based on an objective evaluation of credit, using a third party to conduct the initial assessment. Others have proposed to use a single test of whether the ESP has a credit rating of BBB, which is considered a relatively low rating for investment purposes. SDG&E has been concerned that this did not give the utility sufficient flexibility to take into account changing circumstances that suggest that the creditworthiness. of the ESP may be deteriorating, As a compromise, SDG&E and the Alliance have agreed to the provisions of Section S, which include giving the utility the ability to assess if material changes in creditworthiness have occurred. This is discretionary on the part of the utility and no utility is required to conduct such additional analysis. We have also agreed that entities without credit ratings can ask to have their creditworthiness reviewed, at a cost, to determine if security is needed. This is SDG&E’s practice with current customers. Since most of the ESPs currently registered are start up, entrepreneurial companies which are not rated by any rating agency;  this additional approach is friendly to opening up the marketplace by allowing ESPs to demonstrate their creditworthiness through traditional, widely accepted credit worthiness evaluation tools. The Commission should endorse this approach.


IV.	CONCLUSION	


	The Commission should approve the Joint Traiff and Service  Agreement with the changes we recommend here, as well as the proposed schedule for addressing service charges and the various workshop reports, so the utilities can complete the job of direct access implementation.
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� In its July 15, 1997 filing of direct access tariffs, SDG&E included its schedule of fees (Schedule DA), its schedule PX, addressing the PX, and miscellaneous changes to various tariffs. The Joint filing does not revise any of those tariffs and SDG&E continues to support them.


� SDG&E understands that system constraints may limit the ability of a utility to perform perfectly on January 1, 1998. For example, we know that PG&E has raised billing system issues that limit their ability to provide certain options. All of the utilities face system constraints that cannot be cured instantaneously. The Commission should be accepting of the reality of these constraints. Where work cannot be completed by January 1, 1998, as long as the party is moving to resolve the constraint, then implementation is proceeding properly. After January 1, we expect that new demands may arise for changes to correct implementation problems. If this occurs, the utility and Commission should work together to determine reasonable priorities.


� SDG&E and the Alliance disagree on the specific language of this provision, which appears as section B(14). Specifically, the Alliance attempts to imperfectly restate the provisions of Section 370 of the Code, instead of letting the language of the Code speak for itself. It then proposes to exempt from the CTC obligation anyone with a “valid jurisdictional objection”. SDG&E does not know what a “valid jurisdictional objection” is, and accordingly, would not know how to implement this provision. SDG&E’s alternative Section B(14) corrects both of these problems. It cites the relevant provisions of Section 370 and describes in detail what will occur if the customer challenges the applicability of Section 370, applying normal rules for addressing a pending dispute, a subject that the Alliance tariff is utterly silent on. Unfortunately, the Alliance tariff is deficient on this provision, and we ask the Commission to endorse the SDG&E alternative.


� This issue is different from the ESP/customer commercial issue of whether the customer can cancel a service with an ESP without paying a penalty. State law addresses the required grace period that ESPs must permit and it is up to ESPs and customers how they want to address changes beyond this period. This issue solely relates to whether the customer is thereafter held hostage to the ESP for at least a month. SB477 provides that customers may change service providers with “adequate notice” to the utility. The Alliance proposal would unnecessarily limit customers’ ability to prevent a change even when the utility could otherwise accommodate the cancellation of a requested service change. 
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