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�CHAPTER 1

INTRODUCTION

Witness:  James Price



1-1	Introduction

	This exhibit presents the recommendations of the California Public Utilities Commission’s (CPUC) Office of Ratepayer Advocates (ORA) in response to applications of Southern California Edison Company (SCE), Pacific Gas and Electric Company (PG&E), and San Diego Gas and Electric Company (SDG&E) to review long-run marginal cost-based (LRMC) credits for Revenue Cycle Services (RCS), and to revise service fees associated with the support of direct access.  The utilities’ applications regarding RCS (including metering, billing, and related services) have been filed pursuant to CPUC Decision (D.) 98-09-070, which adopted initial RCS credits but required the utilities to file subsequent applications regarding the pricing of RCS at LRMC, and addressing the potential for geographic de-averaging of rates.  D.98-09-070 adopted credits applying short-run avoided costs, but directed filing of “rates which approximate those likely to prevail in a sustainable competitive market,” specifically LRMC or a variation including all costs incurred over long-run.  Direct Access Service Fees (DASF) are being reviewed pursuant to D.97-10-087, which established the utilities’ Direct Access tariff and initial DASF rates.

	ORA addresses the issues in this proceeding by first reviewing the ratemaking context established by previous Commission decisions, in Chapter 2.  Chapter 3 then states ORA’s recommendations for the overall ratemaking structure to be applied to revising rate components for RCS credits and DASF rates.  The required structure for developing prices includes the description of applicable services, classification of their characteristics, e.g., monopoly vs. potentially competitive services, and identification of conditions that should affect their pricing.  Chapter 4 reconciles the ratemaking structures being considered in this proceeding with those of related proceedings such as electric restructuring implementation (“Section 376”) cost recovery, and states ORA’s recommendations for integrating the results of this proceeding with future Commission proceedings.  Chapter 5 reviews the cost analyses presented by the utilities.

	Supplemental testimony that is currently scheduled to be filed on January 19, 2000, will make further recommendations about the prices that will result from this proceeding and conditions for tracking the revenues that utilities will receive.  This supplemental testimony will follow supplemental testimony to be filed by the utilities pursuant to an Assigned Commissioner’s Ruling dated November 22, 1999.  This exhibit generally accepts the utilities’ LRMC-based cost analyses, with limited exceptions stated in Chapter 5.  However, ORA differs with the utilities as to how these cost analyses should be translated into adopted rates, particularly in the allocation of common costs.  The utilities’ filings are expected to provide key information that will be necessary for implementing ORA’s recommendations as stated in this exhibit, including information concerning the utilities’ expected volume of transactions to which RCS and DASF rates will apply.  ORA also recognizes that the utilities’ cost analyses will be subject to scrutiny in other intervenors’ testimony and in hearings, and thus ORA’s use of the utilities’ cost analyses should be considered to be illustrative rather than being a final endorsement of their results.

	Supplemental testimony will also be needed pursuant to D.99-12-046 in the Line Extension proceeding (R.92-03-050), which deferred certain issues to this proceeding concerning the treatment of meter costs during new construction.  Since this decision was issued on December 16, 1999, there has been insufficient time for ORA's preparation of testimony on the new issues, and there has not been guidance as to how parties should address these issues.  In addition, the utilities will soon be filing new applications concerning the possibility of customers purchasing existing meters.  In general, issues related to costs associated with new meter installations and ownership of existing meters are necessarily deferred to supplemental testimony.

�CHAPTER 2

BACKGROUND

Witness:  James Price



2-1	Introduction

	This proceeding brings together efforts that have originated from multiple sources, beginning with the Commission’s “Preferred Policy Decision” on electric utility industry restructuring, D.95-12-063.  D.95-12-063 adopted a policy framework that found the unbundling of utility generation from transmission and distribution to be essential before potential energy service providers (ESPs) can enter into competitive electric generation markets, and recognized the key role of specific support functions like metering for Direct Access generation and availability of customer information for billing.  D.96-10-074 asked parties to evaluate strategies that would provide opportunities for ESPs to compete in markets for revenue cycle services while protecting the integrity of utility systems and operations, and found that parties should have “comparable access to the generation market through metering and billing” and that “such access implies fairness to all stakeholders which avoids cost shifting where, for example, lower costs to one group do not mean stranded costs borne by another.”  D.97-05-039 then found that specific distribution support functions like metering and billing (which it called “revenue cycle services”) should also be unbundled in order to promote competition in “direct access” generation markets, and identified specific issues for consideration in a proceeding that established initial RCS credits.

	D.98-09-070 in the first RCS Credits proceeding adopted credits to reflect the provision of billing and metering services by ESPs as a replacement for services that are not provided by the utilities, rejected proposals by the utilities for offsets to the credits to reflect costs that the utilities incur when ESPs provide these services, concluded that there was not an adequate record to adopt service fees at that time to reflect these costs, and ordered their composition to be reviewed in advice letters.  Direct Access Service Fees had initially been established when the Direct Access Tariff was adopted by D.97-10-087;  the utilities’ advice letters pursuant to D.98-09-070 added to these initial fees.  D.97-10-087 allowed fees to be imposed for discretionary services, but not for non-discretionary services, to be placed in effect subject to refund;  it required the associated costs and revenues to be tracked in memorandum accounts and deferred findings as to the reasonableness of the fees proposed by the utilities.  D.98-09-070 and Resolution E-3582 (which acted on the advice letters filed pursuant to D.98-09-070) adopted more specific policies than D.97-10-087 as to how RCS-related credits and service fees should be determined.

	In this proceeding, both the credits and service fees are being refined.  The Commission’s October 12, 1999, Scoping Memo established that a broad context for pricing would be examined, by stating that “The Commission will consider pricing policy or principles on which to evaluate the proposed fees (marginal cost-based pricing or market-based pricing, for example).”  More specifically, the Commission noted:  

“there is some relationship between the question of competitive provisioning of metering services ... and the Applicants’ framing of the issues presented in this proceeding.  Therefore, we will consider any testimony otherwise within the scope of this proceeding that addresses competitive metering issues that are relevant to the disposition of these applications.”

	The decisions identified above form part of the Commission’s foundation for moving to LRMC-based pricing.  The Commission’s evolving approaches to pricing also include references to its telecommunications costing principles, which have produced Total Service Long Run Incremental Cost (TSLRIC) and Total Element Long Run Incremental Cost (TELRIC) pricing. �  Before presenting ORA’s recommendations for cost analyses and pricing principles for RCS and DASF in the subsequent chapters, the remaining sections of this chapter describe the foundations that the CPUC and ORA have already been established in previous proceedings.

2-2	Electric Revenue Cycle Unbundling

	D.98-09-070 is a primary source of policy guidance for issues that are being considered in this proceeding, and stated the following principles:

Adopted costing methodologies should reflect the costs associated with the revenue cycle service.  In this way, competitors will offer services to the extent they are able to meet or beat utility costs, and costing methods and ratemaking arrangements must not discriminate between customers who subscribe to the utility’s vs. an ESP’s services.

Adopted costing methodologies and ratemaking arrangements should not shift costs between customer classes or require the general body of ratepayers to assume new liabilities associated with unbundling revenue cycle services.  The general body of ratepayers should not assume higher cost liability on behalf of customers who subscribe to the revenue cycle services of competitors, which could occur if RCS credits exceed the costs that are actually avoidable by the utility.

Adopted costing methodologies and ratemaking arrangements should not require utility shareholders to assume liability for losses associated with unbundling unless they fail to manage their revenue cycle services businesses prudently.  The purpose of unbundling is to provide customers with additional choices, to promote lower prices and better services -- not to shield the incumbent utilities from the risk associated with retaining their customers.  The utilities should be indifferent to the effects of the adopted methodologies as long as they conscientiously manage their operations.

Adopted costing methodologies should be consistent for the three utilities.  The use of a common method will help ensure that customers and ESPs are treated equitably throughout the state and prevent barriers to competition resulting from distortions in prices, although credits may still differ because of different business processes and geographic locations.

Adopted costing methodologies and ratemaking arrangements should avoid complicating regulation.

Resolution E-3582 stated similar principles:

Adopt consistent rate designs for service fees for each UDC so far as is possible given operational differences.

Establish fees that allow UDCs an opportunity, with conscientious management, to recover their costs.

Fees should be designed to match cost causation (e.g., charges per service account vs. per ESP).

Require UDCs to at least offer the less costly option.

	In applying these principles, D.98-09-070 faced a choice between positions of parties that advocated variations of avoided cost methodologies and parties that advocated fully-allocated costs.  The Commission recognized both that the choice of costing methodology will influence the extent to which utility competitors are successful in RCS markets, and that consumers have a stake in the choice of costing methodology.  If prices are set higher than economic costs, consumers may face prices that allow service providers to realize extraordinary profits, whereas if prices are lower than economic costs, competitors’ market offerings may not be available to consumers.  In resolving this dilemma, D.98-09-070 relied on guidance from D.98-02-111 to set RCS credits at the utility’s net avoided costs, i.e., the savings that actually occur when competitors provide RCS to customers.

	The Commission recognized, however, that in the future additional common costs may become avoidable, and that competitive firms, as well as the utilities, must recover fixed costs in the long run.  Thus, at least in the longer term, D.98-09-070 found that to recognize the pricing mechanisms of a competitive market, rates should include fixed costs.  However, prices would not need to be set at fully-allocated costs in order to ensure market entry by competitors, since ESPs are likely to be able to recover their fixed costs in related markets.  Ultimately, D.98-09-070 concluded that the Commission was currently constrained by Assembly Bill (AB) 1890’s rate freeze provisions and prohibitions on cost-shifting, but may take a different approach in the future in order to reflect long-run marginal cost-based market prices and thereby allow competition to develop over the longer term.

2-3	Electric Rate Unbundling

	In reaching these conclusions, D.98-09-070 extended the principles that had been established in previous proceedings.  The implementation of electric rate components, to be separated from the total bundled-service rate for customers who receive direct access service from competitive Energy Service Providers, began in the cost separation and rate unbundling proceeding, which resulted in D.97-08-056 (adopted in August 1997).  Pursuant to D.96-10-074, D.97-08-056 separated each utility’s last authorized rate base, revenue requirement, and rate design into generation, transmission, distribution, and public purpose rate components. �  Its use of embedded cost principles for this task was consistent with its foundation in allocation of rate base and revenue requirements, and with the jurisdictional separation that was being implemented between transmission and distribution.  D.97-08-056 recognized that the purpose of unbundling at that time was to promote the development of competitive markets for generation, and established critical policy principles that apply to rate unbundling.

	It found that unbundling promotes competition by providing customers with options for individual services and by sending customers price signals which would permit them to make reasoned choices about their competitive options.  It also found that the purpose of promoting competition where it may be viable is to assure the best use of the economy’s resources, to assure that customers pay the lowest price for services, and to expand the array of services available to customers.  The specific criteria guiding D.97-08-056’s unbundling of the various utility functions are:

Unbundling must be consistent with the spirit and letter of AB 1890 and other relevant law.

Costs associated with one function will not be allocated to other functions.

Utility revenue requirements will not be modified in [the rate unbundling] proceeding.

Utility risk will not change in [the rate unbundling] proceeding.

	Regarding the principle that “costs associated with one function will not be allocated to other functions”, D.97-08-056 elaborated that unbundling utility rates and services is one of the primary means by which efficient markets may develop for utility products and services.  That is, to the extent that prices reflect the costs of associated products and services, sellers will offer the most efficient quantity and variety of these products and services.  Buyers will then be able to make purchasing decisions that best serve their interests.  In pursuing a policy to promote more efficient markets, D.97-08-056 rejected proposals to allocate to monopoly functions any costs associated with services that are or will be subject to competition, specifically stating an intent to not permit allocations of generation cost (i.e., the competitive function at issue in that proceeding) to distribution customers.  It found that allocation of generation costs to distribution customers would compromise market efficiency by allowing the utilities to charge artificially low competitive generation rates (or receive utility profits that do not correspond to utility risk), and would provide competitive advantages that would stifle competition to the utilities.  Moreover, any allocation to monopoly customers of costs associated with competitive products would be unfair to monopoly customers because they would, in effect, be required to subsidize shareholder profits.

	D.97-08-056 further rejected arguments by the utilities that allocation of fixed administrative and general (A&G) costs to generation would improperly disallow appropriately incurred costs because of the utilities’ perception that they could not recover fixed costs in competitive generation markets.  The Commission stated its policy on allocation of these costs in D.97-08-056, as follows:

“Some utility costs do not vary over some period of time.  They are incurred notwithstanding the utility’s output.  It does not necessarily follow, however, that distribution customers should assume liability for all such costs even if the utilities will continue to incur them.  The utilities’ argument that they will be unable to recover these costs in generation markets is not convincing.  Their competitors also incur fixed costs.  Arguably, competitors’ fixed costs are higher per unit of output than the utilities’ because many competitors will not realize the economies of scale or scope which the utilities enjoy.  A utility’s generation system, whether it is owned and operated by the utility or any other entity, will continue to incur fixed costs which must be allocated to generation.  ...  Consequently, allocating to distribution customers all fixed costs would create a competitive advantage to the utilities at the expense of captive customers, contrary to our stated objectives and the requirements of AB 1890.”

Based on its adopted allocation of fixed costs, D.97-08-056 reduced SCE’s proposed distribution revenue requirement by $25.15 million, PG&E’s by $49 million, and SDG&E’s by $4.9 million.

2-4	Post-Transition Ratemaking

	Issues concerning generation-related costs have continued to be considered in Revenue Adjustment Proceedings (RAP) and the Post-Transition Ratemaking (PTR) proceeding, in which decisions are expected during the course of this proceeding.  The Alliance for Retail Markets (ARM) renewed requests in the PTR proceeding that, in practical terms, are similar to Enron’s proposals in the first RAP.  Both ORA and ARM have introduced exhibits in the RAP proceeding that recommend adding procurement costs to the existing generation commodity price.  However, appropriately defining the procurement cost adder may not be a simple matter.

	In rebuttal testimony in the PTR proceeding, ORA clarified the distinctions among market functions by presenting a framework that describes the utility in California as actually consisting of three functions -- wires company, market facilitator, and provider of competitive services -- whereas intervenors tended only to distinguish between competitive vs. monopoly functions.  While the wires company performs the distribution function described by ARM, the market facilitator at the retail level performs a variety of other functions that are required, from a single source, by all retail service providers: �  coordinating Direct Access Service Requests (DASRs), coordinating meter information, publishing load profiles, forecasting load for the purpose of publishing distribution loss factors, ensuring conformance with the CPUC-approved ESP Service Agreements, maintaining data bases to serve these functions, etc.  Under this framework, establishing competitive cost components needs to define the costs that are specifically associated with the utility as a provider of competitive services;  costs associated with the utility’s roles as a wires company and as a market facilitator are appropriately charged to all ratepayers, although they need to be distinguished from each other.

	This framework also makes it clear that separating the costs of these three functions is not the only task.  Equally important, in order to ensure adequate cost separation, the utility in its role as a provider of competitive services should be required to interact with other parts of the utility through the same mechanisms as other ESPs, thus ensuring a “level playing field”.  ORA therefore recommended in the PTR proceeding that requiring both the utilities and ESPs to use comparable timing and information required for customer enrollments, comparable access to information, etc., would provide a realistic test of whether substantial costs are required to serve bundled-service customers.  Establishing prices and conditions of service for these functions is now at issue in this proceeding.

2-5	Telecommunications

	The Commission has created policies that promote fair competition in the telecommunications industry by unbundling telecommunication services, and by ensuring nondiscriminatory access to the unbundled services for competitive local exchange carriers (LECs) and inter-exchange carriers (IECs).  The same costing and pricing principles are used to set prices to competitive LECs and IECs, and to the incumbent LECs’ own customers.  Incumbent LECs are required to impute the tariffed rate for monopoly building blocks into their price floors for bundled tariff service, in order to promote fairness to competitors.

	In 1989, the Commission’s D.89-10-031 adopted a form of performance based regulation, called the New Regulatory Framework, for incumbent LECs (e.g., Pacific Bell and GTE California).  A key feature of the New Regulatory Framework was the creation of service categories and pricing rules that reflected the level of competition for the service:

Category I services are basic monopoly services whose rates can be changed only with Commission approval.  An example of a Category I service is residential dial tone (basic access).  Pricing of these services includes full allocation of overhead and other common costs, and no pricing flexibility.

Category II services are discretionary or partially competitive services with tariffed rates that allow for downward pricing flexibility.  Although considered partially competitive, the incumbent LEC may retain significant market power.  Pricing is set at the existing rate level or at a level that includes a full allocation of shared and common costs, but the incumbent LEC is allowed to price down to a floor that is based on direct embedded cost, TSLRIC, or TELRIC.  Examples of Category II services are information access services, high-speed special access services, and billing and collection services. �

Category III services are competitive services, and have the maximum pricing flexibility allowed by law.  Services are placed in this category only if the incumbent LEC can demonstrate that it does not retain significant market power.  An example of a Category III service is inside wiring services.

	Through its unbundling proceedings (known as the Open Access and Network Architecture Development or OANAD, proceedings), the Commission has identified the elements of various services and assigned costs to these elements.  To establish prices for these service categories, the Commission established, through a workshop and subsequent decision-making process, a set of consensus costing principles for unbundled network elements.  The consensus costing principles adopted by D.95-12-016 are similar to, and can be used to build on, those that it has established in electric rate unbundling proceedings:

Long run implies a period long enough that all costs are avoidable.

Cost causation is a key concept in incremental costing.

The increment being studied shall be the entire quantity of the service provided, not some small increase in demand.

Any function necessary to produce a service must have an associated cost.

Common costs, if any, are not part of a TSLRIC study, except for a TSLRIC study of the firm as a whole.

Technology used in a long-run incremental cost study shall be the least-cost, most efficient technology that is currently available for purchase.

Costs shall be forward looking.

Cost studies shall be performed for the total output of specific services and will use as a basis the basic ... functions which comprise the services plus all other service specific costs.

The same long run incremental cost methodology shall apply to all services, new and existing, regulated and non-regulated, competitive and non-competitive.

D.95-12-016 contains the Commission's full explanation of the intent of these principles.  It addresses these principles as a set that should be taken as a whole, and it is important to follow that context -- while some adaptation may be needed to adapt the details of telecommunications to the electric marketplace, the use of these principles should not selectively choose to implement some principles while ignoring others.

	D.94-09-065 includes a summary of the Commission’s rate design philosophy for cost-based telecommunications pricing, which states that the overall guiding principle is that rates should be based on the costs of providing the service.  Since competitive pressures drive prices toward costs in fully competitive markets, D.94-09-065 finds that market-based pricing is consistent with cost-based regulation where competition exists or is developing.  The Commission’s telecommunications pricing decisions at that time remained constrained by both the availability of TSLRIC and TELRIC cost analyses and limitations on its ability to reduce subsidies between existing LEC services.  More recently, the Commission’s series of telecommunications pricing decisions produced D.99-11-050, which set prices for Pacific Bell’s unbundled network elements.  With TSLRIC and TELRIC costing results having previously been adopted, D.99-11-050 addressed pricing issues including the allocation of common costs that cannot be attributed to specific functions, which it resolved by allocating shared and common costs as a uniform percentage markup across all unbundled network elements.  While ORA has continuing concerns with the decision, it adopts a set of charges (and price floors for competitive and potentially competitive functions) for all unbundled functions;  credits for avoided costs are not used to price telecommunications services.

	In summary, the CPUC’s pricing framework for competitive telecommunications services is based upon the premise that all market participants will be better able to respond to market conditions with pricing flexibility.  It also finds that pricing flexibility encourages market participation by those providers most able to provide services efficiently.  Its service definitions and cost separation principles can guide the pricing of services in the electricity industry, in which wires service has characteristics of being a monopoly service� (most closely aligned with Category I), while RCS services can fit the definition of Category II or III, depending on the existence of meaningful retail competition for particular customer classes.

	In both the electric rate unbundling and revenue cycle unbundling proceedings, ORA recommended that as competition develops in California’s electric marketplace, pricing methodologies should evolve from their embedded cost and avoided cost methodologies, toward the methodologies used in the telecommunications industry.  Whereas D.98-09-070 found that its adoption of an avoided cost methodology may not adequately reflect common costs in the future, but that prices would not need to be set at fully-allocated costs in order to ensure market entry by competitors, the Commission’s telecommunications pricing methodologies provides an alternative to both the avoided cost and embedded cost methodologies.  Its advantages and history of use in a newly competitive industry lead ORA to recommend adaptation of the Commission’s telecommunications ratemaking methodologies to electric RCS and DASF ratemaking.

�CHAPTER 3

RATESETTING PROCESS

Witness:  James Price



3-1	Introduction

	As noted in Chapter 1, this proceeding brings together the refinement of both RCS credits and DASF charges in a single proceeding.  In their original applications for updated RCS analyses, the utilities filed studies that some protests characterized as short-run avoided costs, and as a result, the Commission’s Scoping Memo dated May 25, 1999, directed utilities to supplement their proposals with analyses that unbundle RCS and price RCS based on LRMC, to expand the options developed in this proceeding.  An Assigned Commissioner’s Ruling (ACR) issued on August 4, 1999, clarified that an example of the Commission’s intent is D.92-12-058’s adoption of a LRMC methodology for gas utilities, but that “perhaps more applicable to this circumstance where the LRMC methodology is to be applied in an environment where competition is being introduced are our principles for pricing telecommunications services.”  The ACR referred to D.95-12-016 (i.e., adoption of consensus costing principles) as elaboration of this guidance.  The utilities have also supplemented their original DASF proposals with similar LRMC-based analyses.  Although the competitive services examined in the utilities’ RCS applications have been determined in D.98-07-090, there is a significant diversity in the functions that are analyzed in the utilities’ DASF applications.

	Reviewing the utilities’ consolidated RCS and DASF proposals, and implementing the pricing principles that are discussed in Chapter 2, involves four major steps of analysis:

Identification of the services that will be examined in the subsequent steps,

Classification of services as, for example, discretionary or non-discretionary (to use D.97-10-087’s terminology),

Costing (e.g., applying the principles stated in D.95-12-016), and

Pricing to determine final rates, including allocation of shared and common costs.

	These steps build on D.97-10-087’s distinction between discretionary services (i.e., rates for services that ESPs make decisions to use or not to use, which were implemented without review and are subject to refund) vs. non-discretionary services (i.e., rates for services that ESPs require in order to operate, which were deferred for consideration in future proceedings).  In building on D.97-10-087’s distinction between discretionary and non-discretionary services, similarities and differences between the utilities’ proposals and the principles established in the Commission’s telecommunications policies can be found, including the following highlights:

Telecommunications

Services are categorized as monopoly vs. partially competitive/ discretionary vs. competitive.

All services have prices, not credits.  The ratemaking mechanism varies between the three categories, but regulated prices are generally based on long-run incremental cost and include a uniform allocation of shared and common costs.

Utilities are allowed to provide competitive services, with pricing flexibility.

Pacific Gas & Electric’s Proposal

Services would be categorized as discretionary, non-discretionary, and exception services.

All services would be priced at marginal cost.

The utility would be allowed to set discretionary fees above marginal cost after 18 months.

San Diego Gas & Electric’s Proposal

Non-discretionary services (for which the utility is the exclusive or default provider) would be priced at Cost + Profit (i.e., a regulated markup).

Discretionary services would have more flexible market pricing, but the utility’s tariffed rates would give less discretion to the utility than other providers have.

Exception services would be priced like non-discretionary services.

Southern California Edison’s Proposal

Regulated services, i.e., services that are required to support direct access and that can only be provided by the utility, would be priced at incremental cost.

Rates for competitive services would be based on flexible market-based pricing, with net revenue over incremental cost being credited to shareholders.

Competitive services would include both (1) any service for which customers have a choice of supplier in a contestable market, and (2) any service that is identical to such service regardless of whether that customer has a choice of provider in the particular circumstance, e.g., a bundled-service customer having an interval meter installed by the utility

	In order to facilitate a sufficiently detailed identification of the tasks that the utilities perform in California’s electric marketplace, ORA analyzed the cost categories discussed by the utilities, and identified a common set of services for use in analyzing costs in a consistent manner.  The functions for which the utilities have proposed DASF charges differ significantly between the utilities, but the state-wide electric marketplace would function much more efficiently if charges represent the same function in all utilities' service areas, and if a uniform set of services in available in all utilities' service areas.  ORA’s conclusion is that RCS and DASF-related services should currently be categorized as monopoly standard services, monopoly exception services, and potentially competitive services.  (Collectively, monopoly standard and monopoly exception services should be treated together for costing and most pricing purposes, as monopoly services.)  California’s current market structure does not support classifying services as fully competitive, but this chapter’s discussion of potentially competitive services identifies the conditions that would allow services to be classified as fully competitive.

	For both RCS and DASF-related services, rates should be charges instead of credits, once a utility’s rate freeze ends.  This practice will encourage uniform ratemaking treatment for both bundled service and direct access customers, as well as for both RCS and DASF-related rates.  During the rate freeze imposed by Assembly Bill 1890, a total frozen rate has applied to bundled service.  This has made it difficult to do anything other than to price RCS functions as credits from the total rate when ESPs provide services that were formerly provided only by the utilities �- just as Power Exchange (PX) energy costs have been structured as a credit during the rate freeze.  After a utility’s rate freeze ends, its restrictions end, and so does the need to use credits.  RCS credits can become RCS charges, just as the PX credit to direct access customers during the rate freeze becomes a PX charge to bundled service customers after the rate freeze.  Structuring RCS rates as charges instead of credits demonstrates an understanding that the metering and billing services that the RCS rates represent simply parallel services that are among those that DASF rates represent.  Therefore, this approach encourages consistent allocation of joint, shared, and common costs (e.g., the costs of functions that are shared by gas and electric customers of a combined utility) regardless of whether they are being paid by bundled service customers, direct access customers, or ESPs.  Where the resulting rates apply to end-use customers, they would apply to both bundled-service and direct access customers;  bundled utility rates would be separated into rate components as needed.

3-2	Recommended Process for Pricing Monopoly DASF Services

	ORA's testimony in the PTR proceeding identified the need to distinguish between the functions performed by the utility in the process of providing distribution (“wires”) service within its service area, providing competitive services to bundled-service customers, and facilitating the market for direct access customers, in order to establish appropriate rates for competitive services.  The utility’s roles of providing revenue cycle services (as well as of providing electric power) are distinct from its roles in performing services that facilitate the direct access market and providing distribution, and the associated costs should not be intermingled when setting rates for competitive functions.

	Under California's current market structure, both distribution (“wires”) service and market facilitation functions are provided primarily (if not exclusively) by the utilities within their service areas, and should be considered to be “monopoly” functions.  The DASF-related monopoly services can be distinguished, however, by whether they are required before an ESP can begin to serve a customer, or whether they are used only if an error occurs in the standard processing of services to end-use customers or if an ESP (or customer) asks the utility to perform a service that is not required by the standard processing of customer services.  Based on its review of the utilities' filings, ORA recommends that the following should be defined as monopoly standard services, in the sense that the utility is the only provider, and that service is essential for operation of the market in compliance with regulatory requirements:



Table 1 - Monopoly Standard Services

Service�Description��Routine DASR

Load Profile

Interval Metering

�Switch of a customer’s provider of power procurement services (including return to bundled service) or change of end-use Direct Access customer's metering or billing options, involving a switch date that is the same as the utility’s regularly scheduled meter read date.  Assumes use of standard EDI protocols.  This service includes the cost of retrieving account information and providing historical usage and billing data, unless this information has already been provided twice within the past 12 months.  If the customer requires interval metering or the DASR indicates that interval metering will be used, this service includes providing information on the DASR response as to whether a new meter will be required to meet direct access tariff requirements.��Metering Services Information�This service applies if a new interval metering installation is required before the customer can switch to direct access, the DASR indicates that the ESP will assume responsibility for metering services, or the ESP requests the meter information package.  The meter information package contains a standard set of Existing Meter Information defined by the Direct Access Tariff Review Committee.��Process Meter Change Information�When a meter installation is scheduled and performed, this service includes a technical review of the requested metering equipment (including a review of historical energy consumption and determining the appropriateness of the requested metering equipment), evaluates the ESP's response to schedule service, populates the utility’s meter equipment database with meter information, and processes the Meter Installation and Removal Notification form and other paperwork.��ESP and EDI Agreement Processing & Acceptance Testing

Initial Agreement Processing & Testing

Credit Establishment

Ongoing Credit Check and Daily Check for Payments

�The credit establishment fee applies as a one-time charge to each ESP that submits an ESP Credit Application to the utility, to determine whether the ESP has the ability consistently to meet its financial obligations to the utility, and to determine the potential deposit amount required from the ESP.  The ongoing credit check applies as a monthly fee to each ESP that continues to provide power procurement services to end-use customers, for performing ongoing, quarterly credit checks of ESPs, to determine whether the ESP continues to have the ability to meet its financial obligations to the utility, and to determine whether any additional deposit amounts are required from the ESP.��MDMA Acceptance Testing�Certification of a MDMA pursuant to CPUC Decisions 97-12-048 and 98-12-080.��Hourly PX Pricing Option Setup�Programming for billing of Hourly PX Pricing��

	At this time, ORA does not consider the market to be sufficiently developed that fees should be implemented for these services;  instead, these fees should be reconsidered when the utilities' authorized recovery of electric restructuring implementation ("Section 376") costs has been completed.  In particular, standardized state-wide electronic data interchange (EDI) transactions for Direct Access Service Requests (DASR) have only recently been implemented by the utilities, and the processing requirements for these standardized transactions may change significantly as market participants become accustomed to their use.  Also, while the Direct Access Tariff Review Committee has put considerable effort into standardizing the content of the Existing Meter Information transaction that would be provided when a DASR is processed, the resulting transaction has not been widely implemented;  thus, uniform state-wide meter-related transactions associated with DASR acceptance are not yet available to market participants, and this can be expected to impose costs on the ESPs to whom these charges for “standard” services would be charged if they were authorized.  As noted below, ORA's recommendation to defer charges for routine DASR processing is limited to the DASRs that are submitted using the standard EDI protocols (and any non-standard protocols for which a utility agrees to also waive DASR processing charges) -- if non-standard protocols are used, exception fees should be applied.

	In the cases of ESP and EDI Agreement Processing and Acceptance Testing, and MDMA Acceptance Testing, ORA's recommendation to defer the authorization of DASF charges is limited to the completion of testing within a reasonable number of hours, after which an hourly charge would apply as an exception fee.  For this purpose, ORA accepts PG&E's proposal to apply an hourly rate for ESP and EDI Agreement Processing and Acceptance Testing beyond 16 hours, and recommends that this timeframe should be applied to all utilities.  Similarly, for MDMA Acceptance Testing, ORA notes that SDG&E's workpapers assume that an average of 15 hours will be involved;  thus, ORA recommends that an hourly rate should be charged after 16 hours. �  The utilities have provided detailed information to prospective ESPs and MDMAs as to what is involved in establishing business relationships in the electric marketplace (e.g., via web site postings), and should continue to do so.  Testing tools are readily available commercially (e.g., EDI validators and test data generators), so that prospective ESPs and MDMAs can test their own preparedness before starting testing with the utilities.  Once testing begins, the utilities should be expected to tell ESPs and MDMAs about any problems that become readily apparent, but ESPs and MDMAs should not expect to receive free consulting in preparing to do business, beyond a reasonable number of hours allowed for testing.

	ORA's recommendation to establish a set of standard services to which no DASF charge applies is intended to create a means for ESPs to easily enter the market and serve retail customers, as the market develops.  Additional services would be classified as exception services.  Charges should be adopted for exception services, since costs would be imposed on the utility (and ultimately on ratepayers as a whole) that could be avoided if standard procedures were used.  These services are ones where the utility is the only (or primary) provider, but where the service is only needed when an ESP has not followed the standard procedures that underlie Table 1.  In order to create a uniform statewide definition of exception services, and thereby encourage an awareness by market participants of the types of actions that would create additional costs to the marketplace, ORA proposes to define exception services as shown in Table 2.  As noted in Chapter 1, the costs shown in Table 2 are those presented by the utilities and should only be considered illustrative pending their full examination through intervenor testimony and hearings. �  Also as noted in Chapter 1, ORA recommends that final charges should be based on costing methods such as TSLRIC, TELRIC, or for purposes of this proceeding, a generally equivalent method (such as the LRMC values shown in Table 2�), plus an adjustment of the utilities' internal costs to reflect an allocation of common costs. �

	For purposes of this proceeding, the purpose of the definitions listed in Table 2 is to propose a uniform framework for establishing exception fees.  Actual fees would be established when a utility has submitted a cost analysis that is adopted by the Commission, in this proceeding or using the process described in Chapter 4.



�

Table 2 - Monopoly Exception Services



Service�PG&E LRMC�SCE LRMC�SDGE LRMC�Description��Additional for Non-Standard DASR ($/Account)

Manual (e.g., mail or fax) DASR submission

Non-standard electronic protocol

Non-standard switch date

��









$12.25�



$3.00�Switch of a customer’s provider of power procurement services (including return to bundled service) or change of end-use Direct Access customer's metering or billing options, involving DASR submission other than standard EDI protocols or a switch date that is selected by either the customer or the ESP and is outside of the utility’s regularly scheduled meter reading dates.  Other terms are as described for Routine DASR.  This fee is in addition to the fees that apply to routine DASRs.��DASR Rejection ($/Account/Event)���$1.00�Processing of a DASR submitted by an ESP that cannot be accepted due to errors in data format or data content.  This is a single fee that is calculated as a weighted average of all forms of DASR (both routine and noon-standard).��Involuntary Account Switch ($/Account, plus DASR Fee)�$8��DASR Fee�Processing of switch back to bundled service when a customer has been switched involuntarily.��Retrieval of Account Information ($/account)

Base Charge

Each Additional Account within Same Request (for Summary Billed Account)

�



$6.00�



$7.00

$0.45�



$5.00�Retrieval of account-specific billing information at the request of the ESP, in situations that are not covered elsewhere.��Historical Usage and Billing Data Fees ($/Account)

>  Non-Interval Data

Base Charge

Each Additional Account within Same Request (for Summary Billed Account)

>  Interval Data

Base Charge

Each Additional Account within Same Request (for Summary Billed Account)��





$8.00

$0.45







$19.75

$5.45�





$5.00

+







$5.00

+�Applies to the customer of record (bundled service customers and Direct Access customers), an authorized third-party, or an authorized ESP for requests pertaining to accounts for which such information has already been provided two or more times within the most recent 12-month period.  The utility will provide standard confidential customer information, 12-month usage data, and existing basic meter data, via placement on the utility's MDMA server.  Alternative methods such as mailed hard copy, mailed diskette, or unsecured e-mail, and alternative numbers of months of data, may be offered at the utility's option.��ESP Rate Schedule Change ($/ acct./ change)�$6.50���Applies if the ESP asks the utility to change the rate schedule on which the utility bills the customer.��Resend File or Report ($/report)�$16.00��$25.00�ESP may request a previously-received data file or report, either electronically or in hard copy.  The data or report could be an EDI transmission, any report previously sent to an ESP, or a duplicate copy of a bill.��Setup and Ongoing Support to ESPs�Time & Material�Time & Material�Time & Material�Services that are provided at the request of an ESP in addition to the standard services described in the ESP’s or customer’s otherwise applicable rate schedules, or in other items in this table.  Includes services provided by the utility to assist ESPs in accommodating customer switching, and UDC-, Partial ESP-, or Full ESP-Consolidated Billing, such as providing access to utility employees with technical expertise to assist with issues related to data exchange, bill calculations, programming changes needed in the utility's billing system needed to accommodate ESP requests for UDC-Consolidated billing, etc.��Missed Joint Meets ($/Event)��$63��This fee applies to an ESP or end-use customer that either fails to arrive to a scheduled joint or causes the utility to not be able to gain access to the location of the joint meet.  This fee shall be applied on a per event basis.��Penalty for Unreturned or Damaged Utility Meter ($/Event)

Unreturned or Unrepairable Meter

Repair Damaged Returned Meter

�

Several Types



$63/hr�



$275�

Replacement Value�This fee applies to an ESP or end-use customer that does not return a removed utility-owned meter on a timely basis.  The fee is charged on a per meter basis and shall represent the listed penalty or the replacement cost of a similar meter and related devices, whichever is greater.��Error Notification ($/event)

MDMA

MSP

���

$31.00

$24.00�Assessment in the event that (1) a MDMA has not submitted acceptable usage data by the sixth day after the regular read date, and every fifth day thereafter if the data have still not been received, or (2) a MSP has not submitted mandated information within five days of the deadlines prescribed by the Direct Access Tariff.��Estimate Usage ($/Account/Event)��$23.00�$19.00�Applies to an ESP or external MDMA that either fails to provide timely usage data, or provides unacceptable usage data which ultimately result in the utility having to estimate usage in order to bill its charges.��Delete Incorrect Usage Data ($/Meter/Event)�$48.00���Deletion or replacement of usage data that has been erroneously submitted by a MDMA or ESP, when the utility receives incorrect usage data or data incorrectly linked to a direct access account.��Re-bill ($/Account/Event)

IDR Account ($/meter/month of rebilling)

Load Profile Account ($/account/month of rebilling)

Bill Adjustment ($/adjustment/account)

�









$8.75�$54.55�

$43.00



$17.00�Applies to ESPs that trigger (e.g., by making a request) a re-bill for an active Direct Access service account caused by actions outside of the utility’s control.  For example, this fee may be charged if an MDMA does not meet its requirements (by posting either late or invalid usage data) which causes the utility to estimate usage for purposes of calculating its charges, and the MDMA subsequently posts correct usage data which causes the utility to re-bill.  This may occur under all available billing options (e.g., UDC Consolidated Billing, ESP Consolidated Billing, and Dual Billing).  This fee is in addition to the routine monthly billing fees, if applicable (i.e., UDC Consolidated Billing and ESP Consolidated Billing).��Late Payment (% of balance)�1.0%��1.5%���Investigate Incorrect EDI Billing & Payment Data ($/half-hour)���$30.00�Research and analyze problems in which an ESP’s EDI file for billing or payment data cannot be processed, and coordinate with the ESP to resolve the problem.��Investigate Duplicate EDI Payment ($/event)�$91.00��$136�Research and respond to ESP requests to investigate duplicate EDI payments issued by the ESP.��Returned Payment - ESP ($/event)�$8.00/ acct.��$20.00�Assessment to an ESP when a remittance made by the ESP has been returned by the bank.��Refund of Overpayment ($/account)�$6.00��$7.00�Assessment to an ESP when the ESP requests the utility refund a credit on a customer’s account due to the ESP sending a duplicate or overpayment, reflecting the utility’s costs of accessing customer records, verifying refund information, and processing through the utility’s billing system.  When a refund has not been requested, the utility will carry the account balance over to the next billing period.��Involuntary Billing Change ($/account)�$9.00���Processing of conversions of direct access customers to dual billing that become necessary due to ESP default in payments to utility under ESP-consolidated billing.��ESP Default�Time & material��Higher of $2855 or actual cost�In the event of ESP default or involuntary termination, a wide range of activities is necessary for customer switching to bundled service and management of the ESP relationship.��

Note:  Amounts are shown as "+" in cases where a utility has proposed a charge but the format of the proposed charge does not readily translate into the units recommended by ORA.



�	Although the scope of this proceeding is fairly broad, it may still have effects on other proceedings that have not been consolidated with it, and that would need to be coordinated with it, if ORA's recommendation to defer DASF charges for standard services is not adopted.  For example, ORA’s testimony in the current RAP noted that proposals that are being considered in this proceeding may establish charges applicable to customers who are served on bundled utility service, which will not have been decided in time for inclusion in the rates being set in the current RAP proceeding.  If such charges are established, the total revenue responsibility for bundled commodity service would need to consider the utility’s costs of enrolling and serving customers on a bundled-service status.  Both the RAP and RCS/DASF proceedings may affect the allocation of shared and common costs, which may also be involved in parties’ proposals in each of these proceedings.  Assuming that the commodity procurement rate that results from the RAP proceeding is not altered again in the RCS/DASF proceeding, any adjustments to the commodity procurement rate to reflect the outcome of this proceeding would be appropriately considered in the next RAP proceeding (or its successor). �

3-2	Recommended Process for Pricing Potentially Competitive RCS and DASF Services

	All three utilities propose, in varying ways, that RCS and some DASF functions should be considered competitive or potentially competitive, and that pricing flexibility should be allowed.  Based on the foundation that has been established in the Commission's telecommunications unbundling and pricing decisions, ORA agrees that certain services should be considered to be "potentially competitive", and recommends that (1) potentially competitive services should be initially priced like regulated services (including a uniform markup for joint, shared, and common costs), (2) pricing flexibility should be allowed on a tariffed basis between a floor of TSLRIC-based costs and a regulated ceiling price, and (3) expedited approval should be provided for changes to tariffed prices and creation of new services.  These provisions are necessary because although the Commission's affiliate transactions rules allow regulated utilities to provide competitive services, avoiding cross-subsidization between monopoly and competitive functions involves both cost allocation and assurance of comparable access to information.  The use of tariffed rates, even though pricing flexibility is allowed, assures the market that (1) regulated services are available to competitors on a non-discriminatory basis, and (2) competitive bundled services include the price of regulated services.

	The potentially competitive services that are identified in the utilities' testimony range from (a) ones whose presence in the utilities' offerings (unless offered at an excessive cost) contributes to maintaining flexibility in the electric marketplace, given the current limited state of market development, to (b) ones that should be within the utilities' option to provide, but that would not limit the efficiency of the market if they were not provided.  Services in the first category are listed in Table 3.  Table 3 lists costs based on the utilities' DASF exhibits except in instances where a utility has not identified a DASF charge for a service to which a RCS credit would apply, in which case Table 3 lists the utility's proposed RCS credit.  This approach is used due to ORA's recommendation that charges, instead of credits, should apply to both RCS and DASF, and that bundled-service and direct access customers should be treated comparably.  For billing, Table 3 reflects the existence of three billing options (ESP consolidated billing, dual billing, and UDC consolidated billing) by showing the utilities' proposed RCS credits as the cost of dual billing, and showing their proposed DASF charges for UDC consolidated billing as additions to the cost of dual billing.  Similar adjustments are not made in Table 3 for metering costs because it is meant to report cost analyses rather than recommended rates, which will be presented in supplemental testimony.



�

Table 3 - Potentially Competitive Services



Service�PG&E LRMC�SCE LRMC�SDGE LRMC�Description��Meter Ownership ($/Meter)

Solid-state, < 200 kW

Solid state, <200kW, w/ modem

Non-solid state: 4-wire Delta or single-phase 2-circuit, totalized

kWh + kVARh meters required, plus interval recorder

Solid state, 2-channel

Solid state, 2-channel, with pulse output

Solid state, 2-channel, with modem

Solid state, 2-channel, with pulse output and modem��

$392

$730

$467



$1,538



$404

$484



$615



$662��Applies to an ESP or end-use customer electing to procure an interval meter, capable of recording 15-minute intervals, through the utility.  Includes meter purchase and meter quality acceptance, based upon the current meter configuration of the respective customer.��Meter Installation ($/Meter/Event)

Interval Single Phase Residential

Interval Single Phase Residential, with modem

Interval Single Phase Non-residential (< 200 kW)

Interval Single Phase Non-residential (< 200 kW), with modem

Interval Polyphase

Interval Polyphase, with modem

Non-solid state: 4-wire Delta or single-phase 2-circuit, totalized

kWh + kVARh required, plus interval recorder

Solid state, 2-channel

Solid state 2-chan. with modem�

+





+









+�







$95













$118



$214



$138

$148�

$56-67

$134



$70-84



$151





$79-95

$162

�These fees apply to an ESP or end-use customer electing to have the utility provide meter installation services.  These services may be provided in association with the utility's meter procurement services, or independently.  Upon request for meter installation services, the utility will perform a final meter read on the existing meter, remove the existing meter, install the new meter, and perform any necessary testing of the installed meter.  This service does not include removal of the existing meter.  (However, the amount shown for SCE does include the cost of removing the existing meter.)  Unusual meter installations (e.g., non�hinged panels) will be charged on a time and materials basis.��Telecommunication - Coordination ($/hour)���$50.00�Assessed when a customer or ESP requests the utility to coordinate the installation of telecommunication services.��Verify Communications ($/AMR site)�$38.00���At an ESP's request when the ESP is using the utility as its meter installer, the utility will call the ESP's MDMA while the utility is at the customer site, and will remain on-site while the MDMA verifies that it can access the meter remotely.��Meter Reading Establishment ($/Meter/Event)

Interval

Daily

�



$17.00

$4.00���Applies to initial setup when the utility is the MDMA and there is an existing interval meter or a new interval meter is being installed by the ESP or MSP.  The base "Interval" fee includes activities performed to ensure a new meter is installed correctly to perform retrieval system setup, including preparing the retrieval master file, ensuring that interval data can be retrieved, ensuring that data are "bill ready", performing MSP/ESP troubleshooting for retrieval and validation, providing billing account setup assistance, and setting up passwords.  The "Daily" fee adds daily interval meter reading to a monthly account, including adding the account to a daily polling schedule and modifying the meter master file to reflect this change.��Meter Replacement ($/Meter)

Single Phase Residential

Single Phase Non-residential

Polyphase Non-residential (<200 kW)

Non-residential 200–500

Non-residential >500 kW��

$106.00

$106.00

$106.00



$168.00

$214.00��This fee applies to Direct Access customers returning to Bundled Service, and requesting the utility to replace their interval meters with a standard meter.  Direct Access customers returning to Bundled Service must replace their existing interval meters if they are not compatible with the utility’s meter reading systems.��Meter Programming ($/event)�$35.00��$65.00�Reprogram a meter at the request of the ESP or customer, for example to change the time periods in which data are stored or to reset passwords.  This fee assumes that the utility is able to perform this service remotely, and a separate metering service base charge would apply if the utility must go to the customer site.��Meter Removal ($/Event)

Utility-owned meter

Non-utility-owned meter

�

$25.00

$53.00�

$98.00�

$10.00

$10.00�This fee applies to an ESP or end-use customer requesting the utility to remove an existing meter.  The fee shall apply as a one-time charge to the requestor of the service.

Note:  any difference in cost between utility-owned and non-utility-owned meters should be documented.��Return of Third Party Meter ($/Event)

Single-Phase Meter

Polyphase Meter

�



Several Types�



$10.00

$13.00�



Actual cost�These fees apply to an ESP or end-use customer that requests the utility to return a removed meter that is owned by a third party.  The fee represents the utility’s cost to handle and package the removed meter for shipping.  This fee shall be applied on a per returned meter basis.  Returned meters will be shipped collect as this fee does not include shipping cost.��Meter Maintenance ($/Meter/Month)

Cumulative, < 20 kW

Cumulative, 20-500 kW firm

TOU, < 500 kW�

Cumulative, > 500 kW�

Interval Single Phase Residential

Interval Single Phase Residential with modem

Interval Single Phase Non-residential (< 200 kW)

Interval Single Phase Non-residential w/ modem (<200kW)

Interval Polyphase (< 200 kW)

Interval Polyphase with modem (< 200 kW)

Non-solid state: 4-wire Delta or single-phase 2-circuit, totalized

kWh + kVARh meters required, plus interval recorder

Solid state, 2-channel

Solid state, 2-channel, with modem�

$.11-.42

$.11-95

$0.91-1.81

$0.95-11.83

�

$0.01

$0.08

$0.98













$4.75



$7.75



$4.75

$7.75



$3.15



$16.50



$6.20

$8.30�

$0.07

$0.07





$0.06



$10.00

$18.00



$10.00



$18.00



$11.00

$18.00

�These fees apply to an ESP or end-use customer electing to have the utility provide meter maintenance services for an interval meter that has been installed by the utility.  This service shall include testing,  repair, and replacement services, and shall be applied as a monthly charge per meter, with the exception of customers on rate schedules that require interval meters (e.g., SCE's Schedules TOU�8 and I�6).��Routine Meter Testing ($/Meter/Event)

Residential

1 Polyphase Meter

2 Polyphase Meters�

$63.00

�



$88

$102

$162�

$114�These fees apply to an ESP requesting the utility to perform testing of an interval meter to ensure it is operating properly, on an annual, biennial, or per event basis depending on the meter type and load.  This fee shall be applied on a per meter test basis.  All other testing services shall be performed on a time and materials basis.��Other Metering Services ($/Event)

Investigation Charge







Field Request

Field Request - Overtime

Meter Facility Inspection

Other Metering Services Performed on a Time & Materials Basis�

$107/ meter ("base" charge)





$48.00

Time & Material�

$26













Time & Material�

$98.00

+ parts





$87.00

$96.00



Various�This fee applies to an ESP or end-use customer requesting the utility to provide installation services of any ancillary equipment or other metering service that will be performed on a Time & Materials basis and do not result in the installation of an interval meter.  The "base" charge includes reviewing service order, driving, etc.  Meter Facility Inspection is performed at an ESP's request to verify proper functioning, including both the meter and all meter-related equipment (e.g., current and potential transformers, and wiring);  this service always requires opening a meter panel.��Routine Meter Reading ($/Meter/Month)

> Cumulative, < 20 kW

Zone 1

Zone 2

Zone 3

Zone 4

Zone 5

> Cumulative, 20-500 kW

Zone 1

Zone 2

Zone 3

Zone 4

Zone 5

> TOU



Zone 1

Zone 2

Zone 3

Zone 4

Zone 5

> Interval

Zone 1

Zone 2

Zone 3

Zone 4

Zone 5

Monthly & Daily

Pre-DA Programming�



$.22-.76











$.22-.76











$1.95-3.84











$7.00











$15.00

$18/ meter�





$0.34

$0.46

$0.53

$0.60

$0.71



$0.46

$0.57

$0.64

$0.71

$0.82





$1.28

$1.40

$1.47

$1.54

$1.65



$2.95

$3.10

$3.25

$3.45

$3.85�



$0.58











$0.58�These fees apply to an ESP or end-use customer electing to have the utility provide metering and data management services (“MDMA services”).  Meter reads shall be performed on the utility’s regular meter read dates and route schedules.  The fee shall be applied on a monthly, per service account basis.  These fees should include an average frequency of needing special reads ("pickup" reads) based on recent experience in serving bundled customers.



Costs that are differentiated by zone use the utility's definition if the utility has proposed such differentiation.  If zones are differentiated, ORA would prefer to define Zone 1 as consisting of areas where average access times are 0 to 30 seconds, Zone 2 of areas where average access times are 30 to 60 seconds, Zone 3 of areas where average access times are 60 to 90 seconds, Zone 4 of areas where average access times are 90 to 120 seconds, and Zone 5 of areas where average access times are over 240 seconds.



SDG&E includes reading of interval meters as part of its proposed meter maintenance service.��Special Meter Reads ($/Event)

Cumulative meter

Interval - Zone 1

Interval - Zone 2

Interval - Zone 3

Interval - Zone 4

Interval - Zone 5

Interval meter via telephone

�

$15.00

$107

$107

$107

$107

$107

$26.00�



$7.00

$9.00

$11.00

$14.00

$19.00�



$98.00

$98.00

$98.00

$98.00

$98.00�This fee applies to an ESP or end-use customer electing to have the utility provide special metering and data management services (“MDMA services”), which occur when the utility performs meter reads that are outside the regularly scheduled meter read date.  Such reads may include performing reads requested by an external MDMA and check reads.  Check reads represent re-reads performed by the utility due to a request to verify reported usage amounts.  If a check read reveals an error in the amount previously reported by the utility, there would be no charge.  The fee shall be applied on a per service account, per event basis.  On-site reading is assumed unless otherwise stated.��Dual Billing

Residential�

Non-residential, < 20 kW�

Non-residential, 20-500 kW firm�

Non-residential, > 500 kW�

$.05-.98

$0.14-3.38

$0.14-10.20

$26.51-38.69�

$1.42

$1.42



$1.96



$12.57�

$0.18-1.50

$0.18-1.70

$0.18-1.70

$0.18-1.70�Billed to customers who do not have an ESP that performs ESP consolidated billing.��UDC Consolidated Billing ($/Service Account/Month)

Standard Bill, by Mail

Standard Bill, by EDI

Summary Bill, by Mail

Summary Bill, by Diskette

Summary Bill, by EDI

Extra Bill Page

EDI VAN Charge: Billing

EDI VAN Charge: Payment

EDI Bank Charge (per ESP per month)

Processing Charges & Payments - Manual

Extra Days ($/account/event + $/day at cost of float)�

PX Price Validation

�

$3.25�



$0.50

$0.45

$0.55

$0.45

$0.50

�





$0.50







$0.25

$0.08

$0.10

$2.73



$37.00



$8.00+ cost of float

$0.15/ meter/ month + $10/ event)�These fees apply to an ESP that elects to have SCE provide billing services on behalf of the ESP.  A UDC Consolidated bill is a bill that includes both the transmission and distribution (“T&D”) and related charges of the Utility and the energy and related charges of the ESP.  To provide such a bill the ESP must deliver its bill-ready charge data to the Utility using an acceptable protocol for bill data exchange.  The Utility then consolidates the ESP bill-ready data with the Utility charges and delivers a bill to the end-use customer.  The customer is requested to deliver payment to the Utility.  Upon receipt, the Utility will transmit a payment to the ESP for amounts collected on its behalf.��Duplicate UDC Consolidated Bill or Dual Bill ($/Bill)

Standard Bill, by Mail

Summary Bill, by Mail

Summary Bill, by Diskette�



$2.25�



$1.50

$2.35

$16.40�



$2.00

�Applies to ESPs that request a duplicate copy of a bill delivered by the utility to the ESP’s customer under either Dual Billing or UDC Consolidated Billing, within six months following the original customer billing date.  Requests for duplicate bills more than six months after the original customer billing date may be provided on a Time and Materials basis.��Partial ESP Consolidated Billing Fee ($/Account/Month)

Via Internet

Via Value Added Network

�



$0.00

$0.16�



$0.00

$0.18�



$0.00

$0.13�Applies to ESPs that receive EDI outbound billing data for purposes of ESP Consolidated Billing using EDI-INT (“Electronic Data Interchange – Internet”) compliant software, or Value Added Network (VAN).  At the option of the utility, transmittal of EDI billing data through a VAN will continue to be offered to those ESPs that have not yet developed the computing infrastructure to receive billing data over the Internet.��Electronic Data Interchange (EDI) Bank Processing Charge

Per ESP Per Month

Per Account Per Month��





$0.11�



$3.78�Recovers the cost of ACH Transaction Charges and Remittance EDI Output Charges incurred by the utility when ESPs transmit payments by EDI through the utility's bank.��Separate Mailing of Mandated Legal and Safety Notices ($/Mailed Notice)�Time & Material�$0.33��This fee applies to an ESP that requests the utility to mail a mandated legal or safety notice to an end�use customer that receives ESP Consolidated Billing services from an ESP.  The fee shall be charged for each notice mailed by the utility at the request of an ESP.��



�	As was noted for Table 2, the costs shown in Table 3 should be considered illustrative at this time and should be adjusted to develop final rates, for the reasons described in Chapter 2 as forming the foundations of the Commission's telecommunications pricing policies.  D.94-09-065 reviewed the framework of the Commission’s telecommunications pricing policies, and explained that these policies are intended to give the incumbent LECs a fair opportunity to retain sufficient revenues to permit them to carry out their obligations to serve the public and to further other worthy social goals.  It explained that the Commission's approach is guided by the principle that competition should be permitted where market opportunities and customer demand coincide -- if competitors to the incumbent can find or create needs for products that are not being filled by the incumbent, then the Commission should allow the creative packaging of services by the competitors, while providing pricing flexibility to the incumbents allows them to meet the competition and retain customers if they choose to pursue similar market opportunities.  Along with various benefits of promoting economic efficiency to guide the utilization of resources, D.94-09-065 describes a benefit of this approach as encouraging technological advance when companies compete and innovate technically to reduce their costs, improve their services, and retain market share.  Incorporating similar pricing flexibility into ratemaking for competitive electric services provides the means to offset the revenue loss that concerns the incumbent electric utilities:  (1) the ability to provide revenue-earning services to other energy service providers, and (2) the ability to offer new competitive services, and thereby create new revenue-earning opportunities.

	Some utilities (particularly SCE) have proposed fees for competitive services that do not appear in Table 3, and the ability to offer these additional services is consistent with the pricing framework recommended in this exhibit. �  ORA recommends, however, that a limited number of charges proposed by the utilities should not be adopted at this time, as follows:

Mailing Address Change:  SDG&E's testimony proposes a fee that applies when an ESP that is using dual billing asks for the mailing address to be changed to the ESP or a billing agent, or when a billing agent asks the utility to change a bundled service customer's mailing address to be changed to itself.  This proposal may ultimately be found to have merit, but when discussions of this subject arose in the Direct Access Tariff Review Committee, it became clear that this concern also applies to service to bundled customers, and the issues that are involved in its resolution are complex.  This proceeding is not an appropriate forum for addressing these issues.

MDMA Reporting:  SDG&E proposes to charge ESPs for data reporting on the performance of MDMAs.  ORA opposes this charge and recommends that this activity should be funded through mechanisms that are payable by all ratepayers, since this activity is performed to ensure the overall integrity of data used in the competitive marketplace instead of being performed at the sole request of ESPs.

MSP Certification:  SDG&E proposes to charge new firms who wish to become certified as MSPs, until the CPUC's own certification program is in place.  ORA opposes this charge and recommends instead that this activity should be funded through mechanisms that are payable by all ratepayers, since D.98-12-080 determined that this activity will ultimately be performed by the CPUC.  While the CPUC develops its capability to perform this activity, establishing a charge by the utility would provide misleading information to the marketplace in determining how they wish to operate in the marketplace.

Material Handling Charge:  SCE proposes to apply this fee to an ESP or end-use customer that elects to use SCE personnel on a Time & Materials basis for a meter installation that results in a removed meter.  It would be applied on a per removed meter basis and would be in addition to the Time & Materials charge for the installation.  ORA opposes adoption of this charge at this time because it is only one aspect of issues that will be considered in upcoming applications by the utilities concerning the handling of utility-owned meters, and the possibility that customers may be able to purchase their existing meters.  Instead, this proposed charge should be considered when all issues that affect the return of existing meters can be addressed together.

	In addition, details of implementation need to be clarified before implementing SDG&E's proposed fee for payments via Value Added Network (VAN) for partial ESP consolidated billing.  Charging ESPs for the utilities' VAN charges associated with billing data was a subject of controversy in the advice letters that the utilities filed in response to D.98-09-070, with the result that Resolution E�3582 allowed these charges to be collected for only six months, and required the utilities to then offer Internet transport of EDI billing data so that ESPs could avoid the utilities' VAN charges.  ORA would oppose SDG&E's proposed charge for VAN transport of payment data for the same reasons that Resolution E�3582 eliminated the VAN charges for billing data after six months, if it can be determined that Internet transport of EDI payment data is feasible.  However, ORA would not oppose a charge for VAN transport of payment data if the utilities were to offer Internet transport for EDI payment data as a lower-cost alternative to VAN transport, and notes that SDG&E's exhibit states that this charge "applies only to ESPs electing to use VAN service."

	Two final aspects of ORA's recommended ratemaking treatment for potentially competitive services are (1) defining the conditions under which a service might be reclassified as fully competitive, and (2) determining the disposition of revenues that are collected as the utilities exercise their opportunities for pricing flexibility.

	SCE proposes that many of the services that ORA has classified as potentially competitive should be considered "competitive", and has proposed a type of pricing flexibility that resembles what is considered to be Category III in telecommunications.  SCE also proposes that its shareholders should receive the net revenue, in excess of its costs, that it receives from its competitive services.  SCE's rationale for considering some of its services to be fully competitive involves a review of economic theory regarding competitiveness of markets, and one of the criteria that it cites is whether firms have equal market opportunities.  While SCE demonstrates that its market share for competitive metering services is only about 40% for interval-metered direct access customers, this is not the same market for which SCE proposes to charge its "market-based" rates (i.e., all customers, including bundled service).  Under the conditions that exist in today's market, metering can only be considered potentially competitive.  A utility would be able to remove this restriction on the competitiveness of its market, however, by opening the service to competitors, for all of its customers, just as direct access commodity electric service is open to all customers of the utilities.  A utility should be allowed to apply to the Commission to have a service reclassified as fully competitive, with increased pricing flexibility beyond what ORA recommends in this exhibit, but a necessary condition for such an application should be allowing all customers to be served by competing providers.  Until the Commission decides that it has no interest in being able to review the costs underlying a utility's offering of competitive services, the Commission should presume that it will still impose price floors, as ORA recommends in this proceeding, and should expect a utility to file TSLRIC or TELRIC-based cost data with any application to reclassify a service as fully competitive.  ORA understands that the utilities will consider this information to be confidential, but their interest is no different than telecommunications firms, for which the Commission has developed procedures to protect confidential data.

	As for whether a utility's shareholders should be allowed to receive all net revenue in excess of its costs of providing a competitive service, ORA opposes SCE's proposal.  The primary services to which this revenue assignment would apply are metering and billing, and for most SCE customers, these revenues and costs are currently within SCE's distribution PBR.  SCE offers no reason why treatment of these revenues within its existing PBR cannot continue.  Maintaining revenue collection where it is now would also be the most consistent with D.97-08-056's policy principle that utility risk should not change in a rate unbundling proceeding.  Finally, maintaining the current revenue collection mechanisms is consistent with telecommunications pricing, where revenues from potentially competitive services are included "above the line".

�CHAPTER 4

COST RECOVERY AND APPROVAL OF NEW FEES

Witness:  Sean Casey



4-1	Introduction and Summary

	This section of ORA’s testimony finds that in some cases UDCs have or will obtain double recovery of some Direct Access Service fees.  The cost recovery overlap occurs once via the fee itself and secondly via the Commissions decision in recent Section 376 proceedings.  To provide a further stimulus to the development of a competitive retail market ORA recommends that no fees be charged for what we describe as Monopoly Standard services.  To develop market efficiency ORA also recommends that those using exception services pay a fee regardless of whether the cost of the service has double recovery.  In this latter circumstance ORA believes the revenues from such fees should be reimbursed to ratepayers.  ORA agrees with the UDCs that approval of new competitive services and related service fees should be approved expeditiously.  However ORA recommends that regulated services and fees adhere to the standard Advice Letter procedure.  ORA recommends the Commission adopt PG&E’s proposal regarding integration of Direct Access service fees and costs with PBR mechanisms except in cases of double recovery.  ORA believes that the costs of UDC activity related to credit checks of ESPs is already factored into Commission 376 decisions and since this activity is also a Monopoly Standard service it should not be charged to ESPs.

	The testimony first examines the Commission history of direct access service fees and then the interaction between these fees and the Commission’s Section 376 Decisions.  Next we discuss the issue raised by SDG&E of charging fees for costs recovered by 376 Decision and reimbursing ratepayers with the resulting revenues.  We then examine the UDCs proposals for approving new services and changing existing fees.  PG&E’s proposal regarding PBR accounting of the costs and revenues of direct access service fees is then reviewed.  Finally the credit check fee proposal of SCE is reviewed.

4-2	Commission History of Direct Access Fees

	In D.97-10-087 the Commission established that incremental costs of non-discretionary direct access services should be billed to a memorandum account (p. 25).  If the costs were deemed to be proper then Section 376 cost recovery was considered to be an option (p. 25).  The Commission also stated that the UDC’s fee structure for non-discretionary fees should be based only on recurring costs (those that recur each time a transaction is processed) as opposed to costs related to the development of new systems and processes (p. 26).  Furthermore the Commission specifically did not approve fees for non-discretionary services;  rather, the Commission approved the incremental costs of providing non-discretionary services to be booked to a memorandum account.  (The above was also contained in Conclusions of Law - see p. 76 and Ordering Paragraphs 3, 7, and 8, pages 80-82).  Therefore proposed UDC fees for non-discretionary services were specifically not approved while those for discretionary services were approved subject to examination in a proceeding to be determined (e.g. this proceeding).

	In compliance with D. 97-10-087 the UDC’s filed, via Advice Letter, Direct Access tariffs, some portions of which detailed Direct Access Services and Fees.

	PG&E’s Advice Letter (AL) 1716-E stated that services under Schedule E-DASR were treated as non-discretionary services, and PG&E revised the schedule to establish there would be no fees for these services.  The numbers of non-discretionary services under E-DASR were minimal – DASR processing, billing option switches, and consumption data.  However, two services listed on E-DASR (Consolidated-billing set up either by PG&E or the ESP) were referred to Schedule E-ESP where fees were listed.  Schedule E-DASR has remained unchanged since its initial filing.  Schedule E-ESP – services to Energy Service Providers – set forth a variety of charges primarily related to billing and metering;  in some cases E-ESP referred to E-EUS for some charges.  E-ESP has had some apparently minor modifications to date.  E-EUS set forth a variety of charges for meter and billing services with the critical distinction that apparently the end-use customer would be billed for these charges.  Schedule E-EUS has remained unchanged since its initial filing.  After AL 1716 was filed one new relevant schedule was introduced by PG&E – Schedule E-ESPNDSF (Energy Service Provider Non-Discretionary Service Fees).  This schedule lists a variety of fees relating to billing and exception services for ESP’s.

	SCE’s AL 1268-E, under changes to Rule 12, referred to SCE’s Catalog of Customer Choices (Form 14-653) and Directory of Products and Services for the Electric Service Provider (Form 14-654), which were attached to the AL.  Unfortunately these forms did not provide as clear a picture as the PG&E Advice Letter that certain services were being provided for no fee.  SCE also stated, at that time, that it reserved the right to refuse to provide services at the prices stated in these forms if, in Edison’s judgement, specific costs were in excess of the price for the service.  Currently, in addition to the standard Schedule DA (direct access), Edison has three schedules pertaining to Direct Access Service fees.  Schedule ESP-NDSF (non-discretionary service fees) sets forth a variety of billing and exception services fees for ESPs.  Schedule ESP-DSF (discretionary service fees) sets forth a variety of meter and data management fees.  CC-DSF (customer choice discretionary service fees) almost duplicates ESP-DSF, but here the fees are charged to the customer rather than the ESP.  In addition, via AL 1362 SCE filed for schedules to provide what it described as value added non-discretionary service fees for both ESP’s and customers.  This advice letter filed in January 1999 but apparently is not yet effective. �

	SDG&E’s Advice filing 1057-E (in schedule DA) presented a variety of fees for meter services, as well as a variety of fees for special items and exception fees.  ORA could not find specific line items for non-discretionary services with a zero fee, as was the case with PG&E (however in some cases SDG&E explained that for certain customers a charge was not applicable since it was covered under UDC default rates).  Currently SDG&E’s Schedule DA continues to appear to contain all of its fees related to direct access services of all kinds, metering, billing, and exception services (as well as customer credits for revenue cycle services).

4-3	What Is the Interaction of Direct Access Service Fees and the Section 376 Decisions?

	SDG&E is the only utility to provide details of the impact of the Commission's 376 decision on the fees it proposes.  (SCE however acknowledges the potential for double recovery.)  In testimony SDG&E noted the potential double recovery of costs – once via the service fee and additionally via the 376 settlement. �  It also provided specific 376 testimony references which provided the source of a potential double recovery of the cost of 12 different fees (11 non-discretionary and one exception service). �

	However, ORA believes that the interaction between Commission 376 decisions and Direct Access Fees requires a broader examination that resides in two different and overlapping aspects:  (a) Will future recovery of a variety of UDC costs via direct access service fees result in a double recovery since these costs, or a portion thereof, are already accounted for by Commission 376 decisions?  (b) Have the Commission's 376 decisions already resulted, inadvertently, in double recovery of some costs – once via fees and secondly via the 376 decision itself?

	In raising these questions ORA has no intention of reopening the lengthy, complicated, and controversial UDC 376 applications, resulting settlements, and Commission decisions on those settlements.  However ORA believes, as SDG&E has testified, that interpretation of these settlements and the testimony and workpapers upon which the settlements were founded, is vital in determining a crucial first assumption about at least some direct access service fees.  That is, is the cost of the service accounted in the utilities' 376 settlements, and therefore would any fee, or part of a fee, to either a customer or an ESP, amount to double recovery?

	Below ORA examines each UDC’s Direct Access Service Fee filings from the perspective of potential (proposed fees) or actual (current fees) double recovery.



SCE. 

	SCE’s 376 settlement, approved by the Commission in D.99-09-064, provides for the recovery via the Transition Balancing Account (TBA) of up to $160 million in internally managed (direct access related) costs recorded in four Industry Restructuring Memorandum Accounts (IRMA) accounts on both a retrospective (1997) and prospective basis (1998-2001).  ORA concurs with SCE that consistent with the settlement, beginning January 1, 2002, SCE should be able to charge fees for a variety of regulated and competitive services pertaining to Direct Access services.



	Proposed Fees. 

	SCE identifies the following regulated (non discretionary) or exception services whose cost recovery is accomplished through the period ending December 31, 2001, via the settlement reached in D.99-09-064 and accordingly SCE proposes no fee for these services until January 1, 2002: �

Basic Direct Access Service Request (DASR) Fee

Special DASR Fee

Requests for Historical Usage and Billing Data Fees (Up to 2 requests per 12-month period?)

ESP Consolidated Billing Fee

Daily Check for Payment

Retrieval of Account Information

Routine Account Analysis

Complex Account Analysis

Resend File/Report

Investigate EDI Payments

Refund Account Credits Due to Overpayment



	ORA agrees with SCE that no fee is required for cost recovery for any of these services until January 1, 2002, however in certain instances ORA recommends a fee be charged be charged for exception services to improve marketplace efficiency and to discourage free ridership.

	In addition to the above services ORA also believes that the SCE settlement agreement approved in D.99-09-064 covers a number of other services for which Edison seeks cost recovery via fee.  In these instances ORA believes that SCE will obtain double recovery, at least in part, if it is allowed to charge these fees without refunding the resulting revenue, or a portion of the revenue to ratepayers.



Provide Duplicate UDC Consolidated Bill or Dual Bill to ESP). �  Here SCE proposes to charge fees ranging from $1.35 to $15.35 to provide duplicate bills by mail or diskette to ESP’s.  However in SCE’s prepared testimony in its 376 application,� it describes how it has developed automated processes to allow SCE to retrieve and display bill-ready data from ESP’s.  On the same page SCE also describes how bill ready information provided to and received from ESP’s fits into the overall bill unbundling and display processes.  Given these capabilities ORA believes that at least some portion of this service has already been accounted for in SCE’s 376 proceeding and that only postage, handling, and material costs should be recovered by SCE as an addition to revenue.

Estimate Usage. �  Here SCE proposes to charge a $23 fee per account per event for estimating usage such that SCE can bill its charges in the event of no or incomplete data.  In SCE’s prepared testimony in the 376 case� (SCE-7, p.19) it describes how SCE projects for 376 cost recovery a significant number of personnel to handle billing exceptions, which then require special processing.  Included among billing exceptions are missing or incorrect usage and meter reads.  ORA believe that cost recovery for this service is already accounted for in SCE’s 376 decision. 

Perform Re-Bill. �  Here SCE proposes to charge a $47.50 fee per service account/ per event where SCE has to rebill the customer due to events outside SCE’s control.  However as described above SCE included in its 376 testimony a significant resource allocation to deal with billing exceptions.� Again ORA believes cost recovery is already a part of SCE 376 recovery.

Credit Check Fees. �  SCE proposes two fees, a credit establishment fee, and a one-time charge of $400 and an ongoing fee of $73/month per ESP.  This portion of ORA’s testimony does not analyze SCE’s arguments in favor of credit check fees it merely examines whether SCE is already receiving cost recovery for these proposed fees in whole or part.  ORA believe that the costs of performing credit checks have been dealt with in the 376 decision.  In its 376 testimony,� SCE described its need to have cost recovery for “Performing Risk Assessments and Obtaining Security from ESPs”.  SCE also describes the rigorous standards it will apply to the creditworthiness of ESP’s both initially and as ongoing review. �  In the SCE 376 Workpapers� SCE describes the number of employees, and the resulting labor and material expenses it will incur to perform these risk assessments.  Therefore ORA believes SCE has already been compensated for its credit check requirements by the 376 decision (furthermore SDG&E recognizes that this service is covered by its 376 settlement). �



	Existing Fees. 

	ORA cannot find a clear picture of SCE’s collection of direct access service fees to date.  The only reference in the testimony is to an undercollected balance of $328,000� in the DADSCMA account.  However, ORA’s concern is whether some customers have been charged fees while the utility has simultaneously achieved cost recovery via a 376 decision.  In SCE’s case ORA believes any revenues for the services which ORA has identified above as monopoly standard services should be returned to the payers of those revenues, whether ESP’s or ratepayers.  If specific payments are impossible (e.g., if the ESP has gone out of business) then revenues obtained should be returned to customers generally.  For other services which ORA has identified, or SCE has stated, as already receiving cost recovery, e.g., the exception services, reimbursement should be made to the general body of ratepayers via the TBA.



SDG&E. 

	Proposed Fees

	SDG&E presents its proposed fees in three tables labeled as Non-Discretionary, Exception, and Discretionary.  SDG&E recognizes that its 376 decision (D.99-05-031) already provides cost recovery for a number of the Discretionary services.  Therefore, a fee is not required on a cost recovery basis.

	ORA believes that two Discretionary services should be added to the SDG&E generated list of those receiving Section 376 cost recovery – MDMA Reporting (21) and Field Request (23).  MDMA Reporting is a service proposed by SDG&E to provide either the ESP or the CPUC a monthly report, which compiles, analyzes and publishes performance statistics on MDMA performance.  ORA believes the cost of this activity is generally accounted for in SDG&E’s 376 Testimony. �  Field Request (Straight Time and Overtime) is described by SDG&E as “Assessed when an ESP or customer requests SDG&E to conduct a field visit for activities such as requests for access, specific time appointments on joint meets, and meter removal.”  ORA believes that the cost recovery specific to joint meets is covered under SDG&E’s description of its 376 Testimony. �  However, ORA does believe that the overtime possibility of this service may not have been contemplated by SDG&E in its 376 filing and therefore the incremental cost for overtime could be charged a fee.  However, this fee would only be the $9 differential identified by SDG&E between straight time and overtime.

	Under Exception services (Table 2), SDG&E recognizes only a single service as already covered by 376 funding (DASR Rejection).  In contrast SCE recognizes in its testimony (p. 31) six different Exception fees adopted for SCE in Resolution E-3582 as having the “potential for double recovery”, and thus SCE eliminated any fees for these services ((Retrieval of Account Information (9), Routine Account Analysis (10), Complex Account Analysis (11), Resend File/Report (8), Investigate EDI Payments (4), and Refund Account Credits Due to Overpayment (14)).  ORA believes it is reasonable to infer that the SDG&E Settlement and D. 99-05-031 cover the costs for these same services.  Both SCE and SDG&E operated from almost the same definition of the Industry Restructuring Memorandum Accounts (IRMA) and have since been recording costs to these accounts for a wide range of business interactions with both ESPs and Customers who have gone to Direct Access.  ORA believes the Commission should adopt the premise that similar UDC activities are being conducted under IRMA accounting and that SDG&E is, and will be, receiving cost recovery for these services.  As stated above, this does not mean that ORA proposes a zero fee for such services.  Rather wherever a fee is levied for these services, the proceeds of the fee should be returned to ratepayers to account for existing cost recovery.  In addition ORA believes that the SDG&E 376 Decision already covers the MDMA Error Notification (2) service of Table 2.  In this instance SDG&E’s 376 Testimony� which describes expenditures to upload ESP data from MDMA servers appears to provide for sufficient cost recovery to cover most aspects of the service SDG&E wishes to provide for a fee. 



	Existing Fees. 

	Any revenue already obtained by SD&E for services identified by ORA as monopoly standard services should be returned to the specific payers of those services.  For the exception services identified above, the revenues obtained to date from such services should be returned to ratepayers in general as advocated by SDG&E for some services� via the proposed DABA account. 



PG&E. 

	Proposed Fees

	PG&E’s 376 Settlement and corresponding Decision 99-05-031 are markedly different than for SCE and SDG&E in that the PG&E Settlement only deals with internally managed (direct access) costs for 1997/1998.  Therefore there appears to be no scope for double recovery of the future fees PG&E proposes.  PG&E’s clearly states that it has no intention of recovering any of the costs supporting its proposed fees in a future Electric Restructuring Cost Account (ERCA)� filing.  While this PG&E proposal is understandable, if accepted it will produce more complexity in the direct access business for ESP’s who will find that some services have a zero charge in SCE and SDG&E service territories and a fee in PG&E’s service territory.  Therefore ORA believes that the Commission, in the interests of market efficiency, should require PG&E to include in its ERCA filing cost recovery for the services which ORA proposes should be provided on a no fee basis (that is, monopoly standard services).



	Existing Fees. 

	Since PG&E’s 376 Decision has only dealt with costs for 1997/98, ORA has only examined fees charged during that period.  ORA has not been able to detect, at this time, whether or not PG&E has obtained double recovery for any of the fees charged for direct access services during 1997/98. �



4-4	Should Fees be Charged When Costs are Recovered by 376 Decision?

	SDG&E raises the issue of charging fees for services whose cost is recovered by its 376 decision.  SDG&E identify a total of twelve services in this category.  The rationale for charging fees for these services is to impose the cost on the party requiring the service and to send a proper price signal to DA participants. �  SCE also recognizes that the costs of several services are recovered via its 376 decision, but SCE does not propose the same ratemaking treatment as SDG&E and appears to be offering the services for no fee.  ORA agrees with SDG&E that sending the correct price signal to DA participants is important but also shares the concern of President Bilas recently expressed in the CPUC annual business report regarding the degree of progress in electricity competition. �

	ORA believes that a compromise on fees will continue to provide price signals for those services which reinforce market efficiency, while providing some services for no fee to assist the further development of the Direct Access Market.  ORA believes that the basic dividing line should be between services described as Non-discretionary (SDG&E), Regulated (SCE), and Monopoly Standard (ORA) and all other services described as Exception and Discretionary (SDG&E), Exception and Competitive (SCE), and Monopoly Exception and Potentially Competitive (ORA).  ORA recommends that the Commission find that all Non-discretionary, Regulated, or Monopoly Standard services (or whichever term the Commission uses) which the Commission finds are obtaining cost recovery via 376 Decisions should be free. �  For consistency among utilities ORA urges the Commission to order PG&E to include in its upcoming ERCA filing costs to provide what ORA describes as Monopoly Standard services for no fee, through the end of the year 2001.  However, ORA also recommends that the Commission require all three UDCs to include prices for the Monopoly Standard services in tariffs and provide biannual information to customers regarding the price which will be charged for the service whenever the 376 or ERCA recovery is completed.



4-5	Proposed Procedures for Approving New Fees

SCE proposes that it file Advice Letters for competitive services only to ensure non-discriminatory treatment.  SCE’s argues that such Advice Letters should not require formal approval and should become effective immediately. �  For regulated services SCE proposes to use either the RAP proceeding or current advice filing procedures. �  However, SCE distinguishes regulated services that it believes require expedited implementation.  Here SCE requests that the Advice Letter be effective immediately and that SCE be at risk for the revenues (e.g., if the Commission subsequently determines the fee was too high for the service).  PG&E appears to also propose a different process depending upon whether or not the service is competitive.  If a service is competitive, PG&E requests the flexibility to file for immediate changes in fees;  if regulated (or non-discretionary), PG&E proposes the current Advice Letter process be followed. �  SDG&E also proposes that discretionary service fees are effective upon filing whereas non-discretionary and exception service and fee changes would be effective 40 days after filing as is the current case with Advice Letters. �

	ORA agrees that it is necessary to distinguish competitive from regulated fees.  We recommend that the Commission adopt procedures that will allow Advice Letters for competitive services, as they are defined by the decision in this proceeding, to go into effect immediately.  We recommend that all other services and fee changes be presumed to follow the standard Advice Letter procedure.  We disagree that SCE should be given the presumptive discretion to file for regulated services or fees that take effect immediately.  However SCE or any UDC should be allowed to make the case, via Advice Letter, that a particular service or fee change for regulated or non-discretionary activities should take effect far more quickly than the current standard of 40 days.



4-6	The Role of Performance Based Ratemaking (PBR) and Other Accounting Mechanisms

	Two UDCs provide different approaches to accounting for the costs of and revenues from Direct Access Services.  PG&E recommends that any credit balance in its interim Direct Access Discretionary Cost/Revenue Memorandum Account (DADCRMA) be credited to the Transition Revenue Account (TRA) on a one-time basis and that the account be closed after balance verification in the next Revenue Adjustment Proceeding (RAP).  For all fees adopted in this proceeding, PG&E recommends that revenues and costs be included in its PBR shared earnings mechanism.  SCE argues for a continuation of memorandum account type treatment for regulated fees, however for competitive services SCE argues, contrary to PG&E, that costs and revenues from provision of these services should be specifically excluded from revenue sharing under PBR, and any gain or loss should be assigned directly to SCE’s shareholders.  ORA cannot find any recommendation from SDG&E regarding procedures to account for costs and revenues from Direct Access services. 

	ORA recommends that the Commission adopt a two step procedure.  In the first instance any revenues for services whose cost is recovered from ratepayers via 376 decisions should be returned to ratepayers.  Both SDG&E and SCE recommend different mechanisms however the result would be the same.  If the Commission adopts the ORA recommendations regarding PG&E’s charging for regulated or non-discretionary services and recovering the costs via ERCA, then PG&E would also develop a mechanism to return these revenues to ratepayers.  For the costs and revenues of the remaining services, ORA recommends the accounting treatment proposed by PG&E be applied to all UDCs, i.e., both costs and revenues would be included in distribution utility operations for purposes of calculating the earned return in the PBR shared earnings formula.



4-7	The Credit Check Issue

	In Resolution E-3582 the Commission denied SCE’s proposal to charge a fee for credit checks of ESP’s planning to do consolidated billing.  However, the Commission did note that the issue could be reexamined in a broader context. �  SCE has again raised the issue in this proceeding and proposes a credit check fee of $400 per ESP initially, and $73/month per ESP.  PG&E proposes a $480 initial fee and $64/month per ESP.  SDG&E proposes a $663 initial fee and $27/month per ESP ongoing cost. 

	As noted above, ORA believes that SCE is receiving cost recovery for this activity via its 376 settlement, and since ORA categorizes this fee as a service under the monopoly standard category, no fee should be charged.  SDG&E has recognized that both its initial and ongoing fee will achieve cost recovery via its 376 decision;  once again ORA believes no fee should be charged for this service.  For consistency among utilities ORA recommends that PG&E obtain cost recovery for this item via its ERCA.

�CHAPTER 6

REVIEW OF COST OF SERVICE ANALYSES

Witness:  Don Smith



1-1	Introduction



	Pacific Gas and Electric, Southern California Edison, and San Diego Gas and Electric have submitted their analyses of their LRMC costs of the services considered in this proceeding.  Some results were given in the previous chapter.  It is difficult to compare these costs to data from previous filings related to rate setting by these utilities.  This is because it was not necessary to classify services into monopoly vs. potentially competitive services under the old system.  It also appears that some utilities may not be precisely defining their services in the same way.  This is something that should be standardized between utilities.

	Another area that will developed in this proceeding is the correct method to allocate shared and common costs to monopoly and competitive services.  It is already clear from the data requests of some intervenors that a more precise breakdown of common costs, such as staffing requirements to provide certain services, will be is necessary.

	The difficulty of reaching final conclusions about the cost analyses presented by the utilities is illustrated by the example of comparing the studies to the current Pacific Gas and Electric Company General Rate Case, Phase II, in which PG&E gives its marginal costs for various elements of its services.  For example, the price of residential electric meters is given, but that price is held confidential.  Under the competitive market, these prices will of necessity become known to the public.

�

Qualifications and Prepared Testimony

of

Sean Casey



Q.1.	Please state your name and business address.

A.1.	My name is Sean Francis Casey.  My business address is 505 Van Ness Avenue, San Francisco, California 94102.



Q.2.	By whom are you employed and in what capacity?

A.2.	I am employed by the California Public Utilities Commission, Office of Ratepayer Advocates (ORA), as a Public Utilities Regulatory Analyst IV in the Public Purpose and Transition Issues Branch.



Q.3.	Briefly state your educational and professional background.

A.3.	I attended the University of Waterloo in Ontario Canada.  I have been employed in the field of energy studies since 1975.  In 1981 I was employed by the California Energy Commission and worked in both the System Assessment and Fossil Fuels Office. In 1983 the Fuels Branch of the then Public Staff Division of the CPUC hired me.  Subsequently I frequently testified on matters pertaining to the cost and supply of natural gas and this Commission gas regulatory policy.  The Energy Rate Design and Economics Branch of the then Division of Ratepayer Advocates employed me from March of 1988 until recently.  In that position I frequently testified on electric marginal costs, revenue allocation, and rate design matters.  I am currently the project manager for Direct Access related proceedings for the Office of Ratepayer Advocates.



Q.4.	What is your responsibility in this proceeding?

A.4.	In this proceeding I am responsible for Chapter 4 of ORA’s testimony.



Q.5.	Does this conclude your qualifications?

A.5.	Yes, it does.



�

Qualifications and Prepared Testimony

of

JAMES E. PRICE



Q.1	Please state your name and address.

A.1	My name is James Price.  My business address is 505 Van Ness Avenue, San Francisco, CA  94102.



Q.2	By whom are you employed and in what capacity?

A.2	I am employed by the California Public Utilities Commission, in its Office of Ratepayer Advocates, Market Development Branch, as a Public Utilities Regulatory Analyst V.



Q.3	Briefly state your educational background.

A.3	I received a B.S. degree from the California Institute of Technology (Caltech) in 1974, majoring in Engineering and Applied Science.  I received a M.S. in 1975 and a Ph.D. in 1979 from Stanford University, completing the M.S. in the Environmental Engineering program and the Ph.D. in the Infrastructure Planning & Management program of the Dept. of Civil Engineering.  My education included economics and social science in addition to public works planning.



Q.4	Briefly describe your professional experience.

A.4	I was an engineering associate for Los Angeles County Sanitation Districts in 1975, performing economic and social impact assessments of a 25-year master plan.  I was employed by the Calif. Public Utilities Commission from 1978 to 1981, as Asst. Utilities Engineer and Research Analyst II (Economics), working on numerous aspects of applications for nuclear, coal and hydroelectric power plants.  From 1981 to July 1984, I was a Research Program Specialist I (Economics) in the Office of Economic Policy, Planning, and Research, part of the Calif. Department of Economic and Business Development, performing research on industrial trends, natural resources, energy, benefit/cost analysis and fiscal impacts.

	In July 1984, I returned to the California Public Utilities Commission as a Regulatory Program Specialist.  I have since testified before the Commission on electric and gas revenue allocation and rate design issues of Pacific Gas and Electric Co., Southern California Edison Co., Southern California Gas Co., San Diego Gas & Electric Co., Sierra Pacific Power Company, and Bear Valley Electric District, including rate and revenue cycle unbundling related to electric industry restructuring.

	I have also worked independently as a consultant on environmental impact assessment and as a registered Civil Engineer in the State of California.



Q.5	Does this complete your testimony?

A.5	Yes.



�

Statement of Qualifications

Don Smith



Don Smith has a B.S. Degree in Mechanical Engineering from Iowa State University, and a Ph.D. in European History from the University of Iowa.  His thesis was based on computer analysis of voting records using correlation theory.  



He worked at Pacific Gas and Electric for ten years doing economic and engineering analysis of renewable energy resources. He has also held consulting jobs and taught courses in renewable energy. 



�  The Commission’s telecommunications decisions have concluded that the TELRIC methodology is preferable to TSLRIC, because it allows more specific definitions of products to be examined and overhead costs to be more closely associated with the products that are examined.  However, even the most recent telecommunications pricing decisions have found it necessary to continue to rely on TSLRIC for some functions, because TELRIC analyses have not been completed.

�  The objectives of D.97-08-056 also included issues such as determining the information the utilities must provide on their customer bills beginning with the introduction of  direct access on January 1, 1998, since the success of direct access depends largely on customers having information that permits them to make reasoned choices about electricity purchases.



�  Parallel market facilitation functions are performed at a wholesale level by the ISO and the PX.

�  D.94-09-065 explained these methodologies as follows:  “Three types of costs are discussed in this opinion.  Direct embedded costs [DECs] are historical costs recorded in the LECs’ books of account and allocated to specific services.  DECs do not include any common overhead costs, only costs that may be directly assigned to the service.  Fully allocated costs (FACs) are DECs plus an allocation of common overhead costs.  Long-run incremental costs are the long term costs associated with a business decision to offer a new service or to increase availability of a new service.  LRICs do not include the sunk costs of past investments.  Our preference is eventually to establish LRIC as the price floor for all services, even monopoly services, in imitation of pricing in competitive markets.”



�  Even these characteristics may change in the future as the CPUC examines the potential for competition in distributed generation and in distribution.  As competition continues to develop for functions that previously had monopoly characteristics, allocating fixed or common costs to the remaining monopoly functions would be increasingly untenable.

�  ORA's recommendation rounds off SDG&E's estimated average labor hours to two work days, for consistency with the 16-hour figure recommended by PG&E for ESP testing.

�  In cases where charges will be based on "time and materials", the utility's actual costs should be clearly identified in its billings for these services to the ESP and should be subject to audit by the CPUC even if they are based on a standardized number of minutes or hours per task.  This is because even if the charges were established based on an expected level of support, there would be no assurance that the expected resources were actually used unless these assurances are incorporated into billings and audit provisions.



�  For some fees shown in Tables 2 and 3, SCE has proposed amounts that it believes reflect market prices, rather than amounts based on LRMC.



�  External costs would be priced at actual cost.

�  Other upcoming proceedings that will have overlapping issues with this proceeding will include Phase 2 of PG&E's current General Rate Case, SDG&E's current Rate Design Window, and SCE's Post-Transition Rate Filing.  In these cases, it should be assumed that litigation of the pricing for competitive services will occur in this RCS/ DASF proceeding, but that both a conventional revenue allocation, and an allocation reflecting the unbundling of RCS/ DASF charges may need to be presented.  Also, related issues may arise from the Distributed Generation (DG)/ Distribution Competition OIR.  DG and wires competition are not being addressed in this RCS/ DASF proceeding, but future competition in these areas should be anticipated.  The role of the utility will be reviewed, starting with an April 2000 Energy Division staff report, although a CPUC proceeding and possible Legislative action would be needed before final resolution of issues that may be raised.  Allowing the utilities to offer competitive services during the interim period does not prejudge the ultimate role of utility, since the competitive functions could be organizationally separated into an affiliate if that were the ultimate policy decision.  In the meantime, establishing a cost allocation to competitive functions, and identifying and mitigating bottleneck flows of information could facilitate the Commission's consideration of issues that may arise in such a proceeding.



�  These services offered by SCE include ownership, installation, and/or maintenance of fused enclosure boxes, pulse meters, load control devices, dual socket adapter devices, and A-base panel adapters, maintenance contracts for equipment that is not otherwise covered by the services listed in Table 3, an advanced metering service known as AMICOS, and temporary metering for load profiling.  PG&E's testimony offers optional services including meter battery changes, connection of communications equipment, and notification of Direct Access customer default.  SDG&E's testimony offers optional services including installation of EMS software, warehousing service, preferred billing cycles, graphic energy usage analysis, and special or customized reports.

� The tariff sheets for these schedules are not in the Commission tariff books or on the SCE  web-site, and SCE  has informed ORA that the Advice Letter is not yet effective.

� Prepared Testimony of David Croyle, June 17, p.12.

� Prepared Testimony of Dawn Osborne June 17, p.25.

� SCE Schedule ESP-NDSF lists fees for each of these service however SCE has informed ORA that no fees are actually being collected for these services. 

� SCE June 1999 Testimony, p. 40

� UDC Billing System Modification Costs, SCE-7, May 1, 1998, p. 22

� SCE June 1999 Testimony, p. 41

� UDC Billing Systems Modification Costs, SCE-7, May 1, 1998, p. 19

� SCE June 1999 Testimony, p.42

� See SCE 376 Workpapers (5 of 6) Supporting UDC Billing Systems Modification Costs, p.33 for a forecast labor cost of $18 million.

� SCE June 1999 Testimony, p.44

� UDC Billing Systems Modification Costs, SCE-7, May 1, 1998 p. 27

� Ibid. p. 27-29.

� SCE 376 Workpapers (5 of 6) Supporting UDC Billing Systems Modification Costs, p. 47-48.

� SDG&E June 1999 Testimony of Dawn Osborne, p.25

� SCE June 1999 Testimony, p.53

� That is A.98-05-006, May 1, 1998,  pp. 47-48

� Ibid. pp. 48-49

� Ibid. p. 56

� See Testimony of David Croyle p. 12

� See p.3-5 and 3-6 of PG&E's Prepared Testimony

� This is due to the complexity of the PG&E Workpapers submitted as part of its 376 filing. 

� See Testimony of David Croyle p.12

� CPUC Annual Business Report 1999-2000 Focus Statement of Commissioner Bilas.

� However where ESP’s exceed a number of free hours for EDI and MDMA acceptance testing charges should be levied.  Please see ORA Chapter 3.

� SCE Testimony, June 1999 p.18 to 23

� Ibid. p.24/25

� PG&E Testimony, June 1999 p.3-7

� SDG&E Testimony of David Croyle, June 1999 p.13

� Page 17 Energy Division Resolution E-3582 January 20, 1999
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