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REPLY COMMENTS OF PACIFIC GAS AND ELECTRIC COMPANY ON 


REVISED PROPOSED PHASE I DECISION OF ALJ MALCOLM AND ON 
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INTRODUCTION


Pursuant to Rules 77.3 and 77.6 of the Commission’s Rules of Practice and Procedure, Pacific Gas and Electric Company (PG&E) submits its Reply Comments on the Revised Proposed Decision (Revised PD) of Administrative Law Judge (ALJ) Kim Malcolm and on the Proposed Alternate Order Of Commissioner Knight (Alternate) in Phase I of this consolidated Revenue Cycle Services (RCS) Credits Proceeding.  In Section II PG&E responds to comments on the Revised PD made by Enron.  Section III responds to comments from Enron on the Alternate.  PG&E concurs with the comments from UC/CSU/DGS that the Alternate “appears in conflict with the dual goals of timely implementation of the credits and of providing meaningful price signals to end-use customers.”  PG&E provides no additional response to UC/CSU/DGS or to SCE.


REPLY TO ENRON COMMENTS ON the REVISED PD


As stated on the record and noted in PG&E’s Opening Comments, PG&E is unable to accommodate Enron’s proposed solution without diverting substantial resources from other equally important systems work.  For the interim period before PG&E has implemented its new billing system, PG&E can send RCS checks to customers, or it can send RCS checks to ESPs.  Allowing ESPs to put credits on consolidated bills in lieu of a check from PG&E would introduce a degree of complexity into required computer and billing system changes that would jeopardize timely implementation by January 1, 1999.  PG&E’s difficulties in implementing Enron’s proposal in 1999 were described by the company’s computer and billing expert as follows (Tr. 107, PG&E, Brooks; miscited as Tr. 109 in PG&E’s Opening Comments): 


“In general, it [the Enron proposal] would have about the same effect as what it would take PG&E to meet its original intention with putting the RCS credits on our bills.


The proposal that Enron puts forth would require us to do significant amounts of work on our current CIS [Customer Information System] system.  As I stated in the workshop, we could do that, but we are currently working on our overall billing system changes as our priority because it’s required for so many downstream direct access requirements.


So it would have a very significant effect on other work that we’re doing.”


REPLY TO ENRON’s COMMENTS ON THE ALTERNATE 


Enron’s RCS Unbundling Proposal Does Not Belong In This Proceeding And Is A Complex Undertaking.


The Original PD and Revised PD directed that RCS credits be provided to customers, while the Alternate suggested that credits be provided to ESPs.  Although Enron’s comments support the Alternate, Enron proposes a third alternative to completely unbundle RCS costs from distribution rates.  Enron’s proposal is unrelated to the issues and credit values parties have been litigating for the past six months in this case.  PG&E believes the Commission should not delay resolution of both Phase I and Phase II to address issues that are clearly beyond the scope of this proceeding.  





Complete separation of RCS costs from distribution rates is a complex, time-consuming process, and certainly could not be implemented by January 1, 1999.  Enron is essentially asking for a cost separation study of the distribution revenue requirement.  This study would be comparable in time and effort to the cost separation studies utilities performed to separate the total revenue requirement into generation, transmission, distribution, nuclear decommissioning and public purpose programs in A.96-12-009 et al.  After clearly defining the boundaries of these services, an accurate study would require a minimum of six months.  


Enron asserts in response to Q9, “By far the cheapest option would be to unbundle the distribution rate, which is a routine rate adjustment that the UDCs are presently equipped to do at minimal costs.”  Enron offers absolutely no explanation of what changes would be required to implement its proposal.  Although PG&E has not had time to completely analyze this new  proposal, PG&E can say that it is not a simple matter of  reducing rates on existing rate schedules, because it would require the creation of hundreds of new rate schedules to cover the many combinations of RCS services the customer could take from the UDC.  For example, if RCS costs were removed from the E-19 schedule, PG&E would need schedules to charge for billing, meter ownership, meter services and meter reading.  These schedules would have to be separate, because each customer could choose any combination of the four RCS options.


Enron states in response to Q17  that the record is sufficient to permit the Commission to order the removal from the distribution rates of all RCS costs.   Enron is mistaken.  As a basis for its assertion, Enron cites the UDCs’ February 13, 1998 submittals required by the January 26 Assigned Commissioners’ Ruling.  The submittals from PG&E and SCE were never received in evidence.  In any event, Enron mischaracterizes these submittals by saying, “the UDCs filed fully-allocated costs for RCS, which are intended to quantify the RCS costs built into distribution rates.”  PG&E’s February 13 submittal did not present the fully allocated costs for RCS.  Rather, PG&E’s submittal presented some recorded FERC accounting data and noted that PG&E had neither the data nor an approved methodology to calculate fully allocated costs.  Enron goes on to claim that the fully allocated costs presented by Enron could be used.  In Exhibit 45, PG&E discusses in detail the flaws inherent in Enron’s calculation, including misinterpretation of FERC accounting data and the arbitrary use of SDG&E data for PG&E and SCE.


Moreover, separation of the distribution revenue requirement is not just a mathematical exercise.  There are public policy issues concerning PG&E’s universal service obligation.  As long as PG&E has an obligation to provide all customers with RCS, RCS cannot be completely competitive.  If UDCs are required to serve all customers, and other RCS providers are not, the playing field is not level.  The Commission must address these issues thoughtfully, and not as an afterthought to a virtually completed proceeding.


Enron’s Arguments For Giving RCS Credits To ESPs Instead Of To Customers Are Incorrect And Unsupported By Record Evidence.


Enron asserts in its response to Q8 that “flowing credits to the ESP is simpler, involves fewer data bases, is a less complex business transaction amongst fewer parties and can be implemented sooner than provision of bill credits to every single direct access customer receiving RCS from an ESP.”  Enron’s comments should be accorded no weight.  With the exception of PG&E’s temporary billing problem, the possibility of providing credits to ESPs was not discussed in this proceeding, nor was evidence provided by any party.  As noted in PG&E’s Opening Comments, while sending checks to ESPs may be cheaper for PG&E than sending checks to customers in 1999, there is no factual basis to conclude that flowing credits to ESPs is a cheaper or simpler approach in the long run.


PG&E is not upgrading billing systems solely to provide RCS credits.  PG&E billing systems improvements are being made to accommodate the entirety of Direct Access billing and associated work.  The systems development work regarding the calculation of the credit by end-use customer is the same regardless of who ultimately gets the credit.  Additional work (and cost and time) would be necessary to reprogram systems to provide the credit to the ESP, due to the complexity of tracking the same credit for both the end-use customer and ESP.  Systems work would substantially increase to be able to accommodate credit tracking, additional reporting requirements (e.g., summarizing all ESP credits) and adjustment of credits for two accounts (end-use customer and ESP) as necessary.  Moreover, ongoing costs for administration of credits to end-use customers and ESPs would be different.  Under the credit to ESP approach, processes must be developed to ensure that both end-use customer and ESP billing are synchronized for proper application of the monthly credit, for reporting purposes, and for adjustments.  


Enron’s Argument For KeepingConcealin RCS Credit Information From Customers Is Invalid.


Enron not only proposes that customers be denied RCS credits, but also that customers be denied knowledge of the credits provided to ESPs.  While stressing Enron stresses the importance of price signals to ESPs, Enron but  disregards the importance of those same price signals to end-use customers.  In response to Q1, Enron states, “There is no market necessity… for customers to receive UDC credit information as a price signal or for any other purpose.”  Yet one of the fundamental requirements for a competitive market is information for both buyers and sellers.  In a competitive market, customers respond to price signals to make efficient choices.  The illogic of Enron’s argument is highlighted in its response to Q167, where Enron not only asserts that RCS credit information is “extraneous” but that it would actually  the RCS credit framework “chills direct access customer election of specific competitive services.”


Lastly, Enron uses its response to Q4 to repeat its arguments that credits should be based on fully allocated cost.  Since determining credit values is a Phase II issue, Enron’s argument should be accorded no weight in this Phase I context.
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