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PHASE 1 OPENING BRIEF                                                                                   OF PACIFIC GAS AND ELECTRIC COMPANY


iNTRODUCTION


Pursuant to Rule 75 of the Commission’s Rules of Practice and Procedure, Pacific Gas and Electric Company (PG&E) submits this Opening Brief on Phase 1 issues.  In this consolidated proceeding the Commission is considering the Applications filed on November 3, 1997, by PG&E and Southern California Edison Company (Edison) and on December 4, 1997, by San Diego Gas & Electric Company (SDG&E) (collectively, the utilities), as revised in the utilities’ amended Applications filed on March 9, 1998.  Each Application identifies cost savings for revenue cycle services provided by other entities and proposes net avoided cost credits for end-use customers in such circumstances for implementation no later than January 1, 1999.  PG&E refers to this consolidated proceeding as the Revenue Cycle Services, or RCS, Credits Proceeding.


The utilities’ Applications are in direct response to Decision (D.)97-05-039 issued May 6, 1997, in the electric industry restructuring proceeding (Rulemaking 94-04-031/Investigation 94-04-032).  Ordering Paragraph 5 of D.97-05-039� TA \l "D.97-05-039" \s "D.97-05-039" \c 1 � (p. 32) states as follows:


5.	No later than November 3, 1997, PG&E, SDG&E and Edison shall file, in our unbundling proceeding, cost studies and supporting testimony that separately identifies the net costs savings resulting when billing, metering and related services are provided by another entity and proposes a means for ensuring that customers are not charged by the distribution utilities for those services in such circumstances.  It is our goal to issue a decision approving unbundled charges for these services no later than January 1, 1999.


In November 1997 the Commission ruled in the unbundling (or cost separation) proceeding (Applications 96�12�009, 96�12�011, and 96�12�019) that the utilities should file separate applications consistent with D.97-05-039 (D.97-11-073� TA \l "D.97-11-073" \s "D.97-11-073" \c 1 �, Ordering Paragraph 12 on p. 18).  D.97-05-039 identifies billing, metering, meter reading, customer service inquiries, and uncollectibles as activities whose costs are logically related to revenue cycle services (D.97-05-039, p. 18).


On December 24, 1997, Administrative Law Judge (ALJ) Weissman issued a Ruling consolidating the three utilities’ Applications, asking PG&E to initiate a process with Edison, SDG&E, and interested parties for developing a common methodology, and setting the first prehearing conference for January 8, 1998.  At the January 8 prehearing conference, the parties presented a progress report on proposed procedures for developing a common cost methodology.  Based on the parties’ comments at the January 8 prehearing conference and a January 21 report distributed by PG&E on an all�party workshop held on January 16, Commissioners Knight and Duque issued their Assigned Commissioners’ Ruling on January 26 (January 26 ACR) setting forth the scope and schedule for the proceeding.  Among other things, the January 26 ACR created two separate phases, with Phase 1 to address only matters that affect systems planning in order to accommodate the applicants’ stated need for adequate time to upgrade their computer, billing, and other systems to facilitate the unbundling of RCS costs no later than January 1, 1999 (p. 2).


The January 26 ACR specifies the following issues to be resolved in Phase 1 (p. 3):


Consider how credit categories should be identified and determine the specific categories that should be used;


Determine whether various credits should be differentiated by segment and identify those segments by name (assuming for the purposes of Phase 1 that such segmentation will be approved in Phase 2);


Address bill formatting issues, such as the number of lines and credits to be included, the language to be used, and the length of messages related to these credits;


Address how the calculation of the credits will be explained to customers;


Address the units in which the credits will be expressed and any issues related to the proration of credits; and


Consider for each issue the merits of adopting a common approach for use by each applicant utility.


On March 24 there was an all�party workshop on Phase 1 issues followed by the second prehearing conference, held by ALJ Malcolm.  On March 31, ALJ Malcolm issued a Ruling (March 31 ALJ Ruling) that clarified that the scope of this proceeding includes issues concerning whether utility billing systems should be able to accommodate gas RCS unbundling and whether energy service providers (ESPs) should be able to negotiate as contractors for related services.  Evidentiary hearings on Phase 1 issues were held before ALJ Malcolm on April 1 and April 7.








Section II of this Opening Brief will address the consolidated Phase 1 issues that were the subject of the April 1 hearing, and Section III will address the PG&E billing issue that was the subject of the April 7 hearing.


CONSOLIDATED PHASE 1 ISSUES


Identification Of RCS Credit Categories


There Should Be Four RCS Credit Categories For PG&E: (1) Meter Services; (2) Meter Ownership; (3) Meter Reading; And (4) Billing And Payments.


PG&E proposes that there be four RCS credit categories for PG&E: (1) Meter Services; (2) Meter Ownership; (3) Meter Reading; and (4) Billing and Payments  (Exh. 2, p. 3-5).  Meter Services activities cover both planned maintenance and corrective maintenance necessary to keep a meter in good operating condition (Exh. 2, p. 2-2).  Meter Ownership includes the capital cost for meters (Exh. 2, p. 2-2).  Meter Reading activities are those activities required to measure and retrieve usage data from the meter and send that data to the computer system for validation, billing, and storage (Exh. 2, p. 2-3).  Billing and Payments activities are the steps from receiving the meter reads and other billing data through the mailing of the bill to the receipt and processing of payments and the follow-up activities necessary to collect overdue payments (Exh. 2, pp. 2-4, 2-6).  Included in each RCS credit category are associated customer inquires, defined as those activities involved with listening to the customer, answering questions, and issuing dispatch orders to service personnel (Exh. 2, p. 2-9).  


The only notes of disagreement with PG&E’s proposed RCS credit categories have been sounded by the Office of Ratepayer Advocates (ORA) and Enron.  They differed with PG&E only over credit category titles, not on how to define the credit categories.  


ORA refers to the “Meter Reading” credit category as “Meter Reading & Meter Data Management” (Exh. 12, p. 7).  PG&E believes the title “Meter Reading” is more accurate because “meter data management” does not identify activities that are readily distinguishable from “meter reading” (see Exh. 2, pp. 2�3 to 2�4 and Table 2�1 on p. 2�13; Exh. 8, pp. 7�8).


Enron employs SDG&E’s terminology in referring to the “Billing and Payments” category as “Billing Services” (Exh. 14, pp. 4�5; Exh. 9, p. 9).  Since SDG&E includes payment activities in this category (Exh. 9, p. 11), PG&E believes the title “Billing and Payments” to be more accurate than “Billing Services.”  This conclusion is based on PG&E’s view that billing includes those steps from receiving the meter reads and other billing data to the mailing of the bill (Exh. 2, p. 2�4), while payment processing activities include the receipt and processing of payments and the follow�up activities necessary to collect overdue payments (Exh. 2, p. 2�6; see also Exh. 2, Table 2�1 on p. 2�13).  Because PG&E views billing activities to be readily distinguishable from payment activities, the company favors the title “Billing and Payments” for this RCS credit category.


Edison and SDG&E Should Have The Same Four RCS Credit Categories As PG&E.  


PG&E recommends that the Commission adopt the terminology proposed by PG&E for the four RCS credit categories uniformly for Edison and SDG&E as well as for PG&E, in order to avoid confusion among ESPs and customers.  PG&E believes it is important to have uniform RCS credit category titles, because these titles probably will be quite visible to the public.


Edison proposed the same terminology as PG&E except that it refers to the “Billing and Payments” credit category as “Partial ESP Consolidated Billing” (Exh. 5, p. 23).  Since Edison includes payment activities in this category (Exh. 5, p. 24), PG&E believes that the title “Billing and Payments” provides an accurate and understandable description of the category as envisioned by Edison.


As explained above, SDG&E refers to the “Billing and Payments” category as “Billing Services,” but PG&E believes “Billing Payments” to be the more accurate title for this RCS credit category.








On this record, then, PG&E recommends that the Commission approve the following four uniform RCS credit categories for the three utilities:  (1) Meter Services; (2) Meter Ownership; (3) Meter Reading; and (4) Billing and Payments.  


Segmentation Of Credit Categories For PG&E


The Meter Services Credit Category Should Be Segmented Only By Rate Schedule.


PG&E proposes that the Meter Services credit category be segmented only by rate schedule (Exh. 2, pp. 3�5 to 3�6 and Table 3�1 on p. 3�20).  No party has taken issue with PG&E’s position in Phase 1.  Therefore, it should be assumed in Phase 1 that the Meter Services credit will be calculated for each rate schedule so that, for example, PG&E’s residential customers on Schedule E�1 will not receive the same size Meter Services credit as PG&E’s large commercial and industrial customers on Schedule E�20 (see Exh. 2, Table 3�1 on p. 3�20).  In fact, in Phase 1 all parties either agree with or do not oppose the proposition that each of the four credit categories should be segmented by rate schedule (see e.g. Exh. 2, Table 3�1 to Table 3�4 on pp. 3�20 to 3�25).


The Meter Ownership Credit Category Should Be Segmented Only By Rate Schedule At This Time.


Meter Ownership Should Be Segmented By Rate Schedule.


PG&E proposes that the Meter Ownership credit category be segmented by rate schedule (Exh. 2, p. 3-7, and Table 3-2 on p. 3-21).  As noted earlier, in Phase 1 all parties either agree with or do not oppose the proposition that each of the four credit categories should be segmented by rate schedule.


There Should Not Be A Separate Meter Ownership Segment For New Installations Where A PG&E Meter Is Never Installed.


Both ORA (Exh. 12, p. 8) and Enron (Exh. 14, pp. 21-22) suggest that the utilities should segment the Meter Ownership credit for new installations where a utility meter is never installed.  PG&E opposes such segmentation for two reasons.


First and foremost, PG&E believes this issue is best addressed under the line extension rules (Exh. 3, p. 3-RDL-1; Tr. 23-25, PG&E, Levin).  In December 1997 the Commission modified the existing line and service extension rules in D.97-12-098� TA \l "D.97-12-098" \s "D.97-12-098" \c 1 �.  Among other things, D.97-12-098 addressed the treatment of the costs of transformers, services, and meters that are currently provided by the utility at no additional cost to the applicant.  To benefit ratepayers and promote economic efficiency, the Commission decided to include the costs of such transformer, service, and meter equipment as costs that will be covered by allowances, but only to the extent that they are revenue-justified (D.97-12-098, pp. 3, 14).  Thus, for example, if PG&E installs new meters in a residential subdivision development, then the applicant’s (i.e., developer’s) advance to PG&E will include the cost of the meters, but if an entity other than PG&E installs the new meters, then the applicant’s allowance will not include the cost of the new meters but can, in most cases, be used instead for other costs of connection (see D.97-12-098, pp. 14-15; Tr. 24-25, PG&E, Levin).  PG&E’s Electric Rule 16—Service Extensions will be revised effective July 1, 1998, to implement this ruling (D.97-12-098, Ordering Paragraph 2 on p. 37).  Segmenting the Meter Ownership credit as proposed by ORA and Enron is unnecessary to reflect proper crediting of meter costs to developers who elect non-utility metering and would duplicate and disrupt this line extension framework.


PG&E’s second reason for opposing such segmentation is that it would be impractical to implement in PG&E’s billing system.  PG&E’s billing system will track whether a customer owns the meter that is installed at the premises, but it will not track whether a PG&E meter ever was installed there (Exh. 3, p. 3-RDL-1; Tr. 28-29, PG&E, Levin).


There Should Not Be A Separate Meter Ownership Segment At This Time For In-Place Meter Sales.


ORA recommends that end-use customers or their ESPs be allowed to buy in-place utility meters, with the Meter Ownership credit segmented to reflect such purchases (Exh. 12, pp. 8-9; Exh. 3, pp. 3-RDL-1 to 3-RDL-2).  


PG&E opposes this recommendation primarily because any such requirement for the utilities to sell their in-place meters should first be proposed, considered, and ruled upon in some other proceeding.  Under existing rules, PG&E is not required to allow customers or their ESPs to purchase the existing PG&E-owned meter in place on customers’ premises (Exh. 3, p. 3-RDL-2).  ORA has not pointed to any other proceeding where a requirement for meter purchases has been proposed, let alone actively considered.  Such a proposal does not belong in this proceeding, which was established only to determine RCS credits under pertinent rules, not to consider changes to the rules themselves.  Moreover, even if current rules permit (without requiring) PG&E to sell in-place meters, PG&E has not developed a charge or credit for this situation because PG&E does not believe that this alternative would be economic for its customers (Exh. 3, p. 3-RDL-2).  In part this is because there would be costs on the PG&E side which should be passed along to the customer or reflected in the purchase price (Tr. 27, PG&E, Levin).


Secondarily, PG&E opposes this recommendation because, as with new installations, it would be impractical to implement in PG&E’s billing system.  PG&E’s billing system will track whether a customer owns the meter that is installed at the premise, but it will not track whether the meter the customer owns was previously a PG&E meter (Exh. 3, p. 3-RDL-2; Tr. 28-29, PG&E, Levin).


Even if, at some future time, the Commission adopts a requirement that utilities be required to offer their in-place meters for sale to customers or their ESPs, a separate segment will not be required, because any difference in cost could be reflected in the purchase price (Tr. 34, PG&E, Levin). 





The Meter Reading Credit Category Should Be Segmented Only By Rate Schedule, Electric Vs. Dual Commodity, Geographic Zone, And Manual Vs. Telephone At This Time.


Meter Reading Should Be Segmented By Rate Schedule.


PG&E proposes that the Meter Reading credit category be segmented by rate schedule (Exh. 2, p. 3-12 and Tables 3-3A, 3-3B, and 3-3C on pp. 3-22 to 3-24).  As noted earlier, in Phase 1 all parties either agree with or do not oppose the proposition that each of the four credit categories should be segmented by rate schedule.


Meter Reading Should Be Segmented By Electric Vs. Dual Commodity, Without Assuming Gas RCS Unbundling At This Time.


PG&E proposes that the Meter Reading credit category be segmented by commodity, or account type, meaning single commodity (electric only account) or dual commodity (combined electric and gas account) where the ESP reads the electric meter (Exh. 2, p. 3-12 and Tables 3-3A and 3-3B on pp. 3-22 to 3-23).  All parties either agree with or do not oppose recognition of these two Meter Reading segments.  


Enron proposes three additional account type segments for PG&E where the ESP reads the gas meter:  single commodity (gas only); dual commodity, where the ESP reads only the gas meter; and dual commodity, where ESP reads both the electric and gas meters (Exh. 14, p. 5).  PG&E opposes such additional segmentation in this proceeding because it is based on the unwarranted assumption that in the near future ESPs will read PG&E gas meters (Exh. 4, p. 1-SJB-5).  The March 31 ALJ Ruling clarified that issues concerning the extent to which gas revenue cycle services should be unbundled and the costs of such unbundling are outside the scope of this proceeding, though issues concerning whether utility billing systems should be able to accommodate gas RCS unbundling are within the scope of this proceeding (March 31 ALJ Ruling, pp. 2 and 4).  PG&E’s position is that its billing systems should not be required to accommodate the possibility of gas RCS unbundling (Tr. 7-8, PG&E, Burns).





Additional Meter Reading segmentation for ESP reading of PG&E gas meters would be at best premature, because the Commission has decided to defer gas RCS unbundling for PG&E until 2003.  In D.97-08-055� TA \l "D.97-08-055" \s "D.97-08-055" \c 1 � (Gas Accord Decision), the Commission approved the Gas Accord, a comprehensive negotiated settlement of many PG&E gas issues.  The Gas Accord as approved includes a provision that PG&E’s gas billing and metering costs will remain bundled during the period of the Gas Accord (D.97-08-055, Section IV.H.3 on p. 55 of Appendix B, The Gas Accord Settlement Agreement).  The Gas Accord period extends through December 31, 2002 (D.97-08-055, p. 1 of Appendix B).  Adoption of Enron’s recommended Meter Reading segmentation would require an assumption that the Commission will change this provision of the Gas Accord Decision in the near future.  While the generic issue of gas RCS unbundling is being considered in the Gas Strategy OIR (Rulemaking 98-01-011), there is no basis in that proceeding at this time to assume that the Commission will change The Gas Accord Decision to unbundle gas meter reading for PG&E before 2003.  In short, such an assumption is unwarranted.


ORA asserts that even if gas RCS unbundling does not occur for PG&E in the near future, ESPs may read PG&E’s gas meters through contractual arrangements (Exh. 12, pp. 7-8).  In the same vein, Enron anticipates that PG&E may outsource gas meter reading to ESPs (Exh. 14, pp. 10-11).  ORA and Enron are mistaken on this point, because PG&E is statutorily and contractually bound to have all its meter reading and billing performed by PG&E employees subject to the exclusive representation of Local 1245, International Brotherhood of Electrical Workers, AFL-CIO (Exh. 4, p. 2-DLS-3; Tr. 10, PG&E Sullivan).  Therefore, Meter Reading segmentation for PG&E should not assume that gas meter reading may be outsourced in the near future. 


Billing system considerations provide an additional reason why Meter Reading should not be segmented by commodity beyond the two segments proposed by PG&E, one for single commodity (electric only) customers where the ESP reads the meter and the other for dual commodity customers where the ESP reads the electric meter and PG&E reads the gas meter.  Given the many billing system changes being made by PG&E to accommodate electric industry restructuring, it would be unreasonable to expect PG&E to make further billing system changes in anticipation that the Commission might unbundle gas RCS services soon despite the Gas Accord Decision, or that PG&E might somehow begin to outsource gas meter reading despite its current statutory and contractual obligations (Exh. 4, pp. 1-SJB-5 to 1-SJB-6).  


Meter Reading Should be Segmented Into Three Geographic Zones Associated With Zip Codes.


PG&E proposes that the Meter Reading credit category be segmented by geographic zone to reflect different cost savings associated with reading meters.  Since cost savings are related to access time (i.e., the total time to read the meter at a given site), access time is related to density (i.e., how close to each other the meter sites are located), and density generally can be classified by zip code, PG&E proposes three geographic zones classified by zip code to reflect different levels of cost savings (Exh. 2, p. 3-12).  Issues related to the merits of geographic segmentation have been deferred to Phase 2 of this proceeding (January 26 ACR, pp. 2-3; see March 24 prehearing conference, Tr. 118-120).


Meter Reading Should Be Segmented Into Manual Vs. Telephone.


PG&E proposes that the Meter Reading credit category be segmented by manual meter reading vs. telephone/modem data retrieval (Exh. 2, pp. 3-11 to 3-12 and Tables 3-3A to 3-3C on pp. 3-22 to 3-24).  No party has taken issue with this segmentation, which affects only Schedules E-19 (Nonfirm) and E-20 (Nonfirm).





The Billing And Payments Credit Category Should Be Segmented By Rate Schedule And Electric Vs. Dual Commodity, And May Be Segmented By Partial Vs. Full Consolidated ESP Billing.


Billing And Payments Should Be Segmented By Rate Schedule.


PG&E proposes that the Billing and Payments credit category be segmented by rate schedule (Exh. 2, p. 3-15 and Tables 3-4 on p. 3-25).  As noted earlier, in Phase 1 all parties either agree with or do not oppose the proposition that each of the four credit categories should be segmented by rate schedule.


Billing And Payments Should Be Segmented By Electric Vs. Dual Commodity, Without Assuming Gas RCS Unbundling At This Time.


As with Meter Reading, PG&E proposes that the Billing and Payments credit category be segmented by commodity, or account type, meaning single commodity (electric only account) or dual commodity (combined electric and gas account) where the ESP performs electric billing and payment service (Exh. 2, p. 3-16).  That is, PG&E assumes that it will continue to perform gas billing and payment services for some time.  As explained in the Meter Reading section, the Gas Accord Decision provides that billing costs will remain bundled until 2003, and PG&E is legally prohibited from outsourcing its gas billing activities.  Therefore, the Commission should not assume in this proceeding that PG&E’s gas billing and payment services will be performed by ESPs any time soon, and PG&E’s billing systems should not be required to accommodate the possibility of gas RCS unbundling.


Billing And Payments May Be Segmented By Partial Consolidated ESP Billing Vs. Full Consolidated ESP Billing.


PG&E’s presentation for Phase 1 is based only on “partial” ESP consolidated billing and does not consider “full” ESP consolidated billing because the latter option has not yet been fully defined (Exh. 2, p. 3-14; Exh. 4, p. 2-DLS-2).  Under the full consolidated billing option, an ESP would calculate both the ESP’s and PG&E’s charges to the end-use customer.  This option differs from the partial consolidated billing option in the calculation of PG&E’s charges in the following way:  under partial consolidated billing, PG&E calculates its charges and bills the ESP; under full consolidated billing, the ESP calculates PG&E’s charges and pays PG&E.  Segmentation of the Billing and Payment credit category between the partial and full ESP consolidated billing options is advocated by ORA (Exh. 12, p. 9) and Enron (Exh. 14, pp. 12-13).  The March 31 ALJ Ruling clarifies that the utilities should provide cost information for full ESP consolidated billing in this proceeding (March 31 ALJ Ruling, p. 3).  In light of the March 31 ALJ Ruling, PG&E does not oppose segmentation of the Billing and Payment credit category between partial ESP consolidated billing and full ESP consolidated billing.  However, it will be difficult to implement such segmentation until the full ESP consolidated billing option has been fully defined.  


Bill Format And Customer Communication


PG&E Will Have Unique Concerns In 1999.


As discussed below in Section III, PG&E proposes to give end-use customers these RCS credit amounts for 1999 in advance by separate check, rather than by incorporating the RCS credits into the end-use customers’ bills, due to PG&E’s billing system constraints.  Therefore, for 1999 there will be unique concerns for PG&E regarding bill format and customer communication.  In Section III. 4. below, PG&E suggests how the Commission may proceed in this area.  The following discussion addresses bill format and customer communication generally, without regard to PG&E’s unique concerns in 1999.


There Should Be A Uniform Bill Format For The Three Utilities Of One Line For Each Of The Four RCS Credit Categories, Or Of Simply One Line. 


PG&E recommends that the Commission require a uniform bill format for RCS credits for the three utilities, in order to avoid confusion among ESPs and customers.   As with the titles of the RCS credit categories, PG&E believes it is important to have uniform RCS credit bill formats because of their public visibility.


PG&E agrees with Edison and SDG&E that the preferable bill format is four line items, one for each RCS credit category (Tr. 6-7, PG&E, Burns).  Given PG&E’s proposed RCS credit category titles, the four line items then would be “Meter Services Credit,” “Meter Ownership Credit,” Meter Reading Credit” and “Billing and Payments Credit.”  To avoid customer confusion, ORA favors expressing the sum of the four credits on one line that reads “Billing and Metering Services Credit” (Exh. 12, p. 6).  PG&E does not oppose such a bill format that collapses the utilities’ recommended four lines into one line (Exh. 4, p. 1-SJB-6).


The Utilities Should Be Required To Provide Only Minimal Information To Customers About RCS Credits.


ORA recommends that the utilities rely on ESPs to communicate the meaning of the RCS credits line item(s) to customers, since under current rules the choices associated with RCS unbundling arise only for direct access customers (Exh. 12, p. 6).  PG&E agrees with ORA on this point.  Any information the Commission requires the utilities to provide to customers about RCS credits should be minimal.


Units And Proration


The Units For RCS Credits Should Be Dollars.


PG&E proposes that “dollars per meter per month” be the unit for RCS credits for the Meter Services, Meter Ownership, and Meter Reading categories, and that “dollars per account per month” be the unit for RCS credits for the Billing and Payments category (Exh. 2, Tables 3-1 to 3-4 on pp. 3-20 to 3-25).  No party has taken issue with these recommendations.


There Should Be Proration Only For Meter Services And Meter Ownership.


PG&E recommends that RCS credits for Meter Services and Meter Ownership should be prorated, while RCS credits for Meter Reading and Billing and Payments should not be prorated but just given on a monthly basis (Exh. 2, Tables 3-1 to 3-4 on pp. 3-20 to 3-25).  The basis for the distinction is that the costs of Meter Services and Meter Ownership are a 








function of the number of days in a month, while the costs of Meter Reading and Billing and Payments are not (Exh. 14, p. 23).  No party opposes this recommendation 


(see Exh. 7, p. 11).


PG&E’s BILLING ISSUE


PG&E Main Proposal


PG&E’s Main Proposal Is To Incorporate RCS Credits Into End-Use Customer Bills Beginning January 1999.


PG&E originally proposed in this proceeding to incorporate RCS credits into end-use customers’ bills beginning no later than January 1, 1999.  Edison and SDG&E made the same proposals, and no party has opposed this approach.  PG&E believed—and still believes—that incorporating the RCS credits into end-use customers’ bills is the best way to implement the goals expressed in D.97-05-039� TA \s "D.97-05-039" �.  In fact, PG&E believes that D.97-05-039 intended that RCS credits would be provided to end-use customers directly on their bills, to make sure they receive the benefits of RCS unbundling (Exh. 19, p. 2).  (However, as discussed below, D.97-05-039� TA \s "D.97-05-039" � does not require this approach.)


In the Context Of Electric Restructuring Billing Requirements, PG&E Will Not Have The Capability To Implement The Main Proposal Beginning January 1999.


By the beginning of 1998 it was becoming apparent to PG&E that the company’s billing system probably would not be capable of meeting on time every one of the many demands of electric industry restructuring (Tr. 158, PG&E, Brooks).  Internal discussion and analysis followed, culminating with the conclusion in early March that the demands indeed are very disproportionate to PG&E’s capability (Tr. 157-158, PG&E, Brooks).  More specifically, PG&E’s analysis shows that all of the identified requirements total approximately 15,000 to 20,000 “function points” (a unit of effort, akin to man-hours), while PG&E’s ability to deliver those function points with its current billing system is approximately 3,000 to 4,000 function points per year (Tr. 133-134, PG&E, Brooks).  This study has led to a decision that the fastest way to meet all the requirements is to concentrate PG&E’s efforts on putting in place the new billing system, Genesis, which is more productive and has the ability to do more function points (Tr. 120 and 135, PG&E, Brooks).  The current billing system is inflexible, while Genesis is a much more up-to-date and flexible system that can better handle more complex and more numerous calculations (Tr. 119-120, 128, PG&E, Brooks).  However, Genesis will not be installed before the summer of 1999 (Tr. 128, PG&E, Brooks).  Under these circumstances, probably more than 50 percent of PG&E’s ongoing effort to install Genesis and meet other billing requirements have to be delayed in order to incorporate RCS credits into end-use customers’ bills beginning January 1999.  PG&E notes that ORA’s witness pointed to substantiation of PG&E’s billing problems and stated a preference for PG&E to dedicate its resources to “fixing the fundamental problems, thereby having a more flexible system in the future” (Tr. 178-179, ORA, Price).


In March 1998 PG&E prepared two documents to give an overview of the billing system constraints and alternatives across the spectrum of electric industry restructuring requirements:  a five-page bullet-point listing entitled “1998, 1999 Systems Review,” and a one-page chart entitled “PG&E Proposed System Modification Timeline.”  These documents were presented at meetings with Commissioners and their advisors on March 13 and      March 17; they are attached to the “Notice of Ex Parte Communication” regarding the meeting with Commissioner Knight and advisor Robert Lane on March 13, which is in evidence as Exhibit 21.  The purpose of these meetings was to generally discuss PG&E’s efforts regarding the implementation of the computer information systems crucial to electric industry restructuring and the types of issues and problems PG&E was experiencing in these efforts (see Exh. 21; see also March 24 prehearing conference, Tr. 91).


After the meetings with the Commissioners, on March 20 PG&E informed the parties to this proceeding that PG&E would not have the capability to provide credits on end-use customers’ bills on January 1, 1999, as originally proposed (see March 24 prehearing conference, Tr. 102-103).  A substantial portion of the March 24 workshop was devoted to the issue (see March 24 prehearing conference, Tr. 104).  After considering ideas discussed at the March 24 workshop, PG&E on March 30 proposed a temporary solution to the billing 


system problem that would apply only to PG&E.  This interim proposal would be in place beginning January 1999, and it would end by January 2000 when PG&E would implement its main proposal (Exh. 18, p. 1). 


PG&E’s Interim Proposal.


PG&E’s Interim Proposal Is To Send Advance Checks To Customers For RCS Credits In 1999.


PG&E’s interim proposal is described as follows in PG&E’s March 30 testimony (Exh. 18, p. 2):


PG&E proposes to send one check to each eligible end-use customer in advance for its 1999 RCS credits.


In January of 1999, PG&E will generate a letter explaining to each eligible customer that it is due an RCS credit, what the credit is for, and the monthly amount of the credit.  The letter will explain that due to the size of the credit and PG&E’s billing system limitations, the credit will be issued as a one-time check, separate from the customer’s bills for 1999.  The January check will be for 12 months’ worth of eligible credits (i.e., January through December 1999), and will be included with the letter.


Each following month, each new eligible customer will receive a similar letter and check for the remaining months in 1999.


In all cases, PG&E will assume the risk if the customer returns to bundled service or discontinues service.  No return of unused credits will be requested or expected.  Customers that switch service to other energy service providers (ESPs) will not receive credits duplicating those that had already been paid, but these customers will be evaluated to determine if additional credits are due to them.  For example, additional credits would be due if a customer switched to an ESP providing more revenue cycle services.





	After considering alternatives, ORA has concluded that the best solution is PG&E’s interim proposal, because “[t]his approach is simple for customers to understand, and does not require ESP’s to make unanticipated changes in their business systems or to otherwise dedicate resources to resolving problems that originate in PG&E’s billing system”  (Exh. 24, pp. 2-3).  In addition, ORA has made three recommendations (Exh. 24, p. 3).  First, ORA recommends that, in the event the billing system is still not capable of implementing the original proposal in January 2000, PG&E should track the RCS credit amounts and credit them to customers’ bill when the original proposal is implemented.  PG&E supports this approach, while expecting it will not be necessary.  Second, ORA recommends that the Commission ensure that PG&E not be able to seek recovery of any costs of the interim proposal, including interest and processing costs.  PG&E accepts this condition.  In this regard, it should be noted that the costs of the interim proposal are not contained in PG&E’s 1999 General Rate Case (Application 97-12-020), if for no other reason than the interim proposal has come about too late for its costs to possibly be included in that filing.  To ensure that this condition is met, PG&E would not seek recovery through other future proceedings, specifically including those involving Public Utilities Code section 376� TA \l "Public Utilities Code section 376" \s "Public Utilities Code section 376" \c 2 �.  And third, ORA recommends that PG&E make clear to its customers that the RCS credit exists because of services provided by the customer’s ESP, and that it is not a PG&E offering to bundled service customers.  PG&E agrees that this message is important, and PG&E would work with ORA to develop the information to be provided to customers 


(Exh. 19, p. 1).


PG&E’s Interim Proposal Complies With           D.97-05-039.


D.97-05-039� TA \s "D.97-05-039" � does not order the utilities to incorporate RCS credits into end-use customers’ bills.  Instead, it orders each utility to propose “a means for ensuring that customers are not charged by the distribution utilities for those services in such circumstances [i.e., for revenue cycle services provided by another entity]” (D.97-05-039, Ordering Paragraph 5 on p. 32).  The same phrasing appears in the pertinent conclusion of law (D.97-05-039, Conclusion of Law 8 on p. 30).  Incorporating RCS credits into customers’ bills certainly is one “means for ensuring that customers are not charged”; PG&E believes it is the preferable means, as evidenced by the fact that it was and is PG&E’s main proposal.  However, incorporating RCS credits into customers’ bills is not the only possible means for ensuring that customers are not charged.  As ORA’s witness testified (Tr. 184, ORA, Price):  “The ideal way is for it to occur for PG&E in the same way that Edison and San Diego will be providing the credits.  But reaching that ideal or not reaching that ideal doesn’t mean that some other solution or some other structure doesn’t also comply with Commission decisions.”


PG&E’s interim proposal complies with D.97-05-039� TA \s "D.97-05-039" � by ensuring that customers are not charged for revenue cycle services provided by another entity.  That is, in giving checks to customers in advance for their 1999 RCS credits, PG&E will give customers the savings from RCS unbundling by, in effect, reducing the utility’s charges (see D.97-05-039, p. 8).  PG&E’s interim proposal will furnish to every customer all the RCS credits it would receive if the RCS credits were incorporated into its bill, with no loss of the time value of money due to delay.  As Enron’s witness testified, under PG&E’s interim proposal in 1999 there would be no “double charging”; that is, no customer would be paying PG&E for revenue cycle services at the same time it is receiving those services from its ESP and the ESP is charging the customer for those services (Tr. 197-198, Enron, Weisenmiller).  While there is a potential for customers to be over-credited (e.g., because a customer returns to bundled service after receiving the check), there is no possibility for customers in 1999 to be under-credited.


By its own terms, D.97-05-039 addresses only the fundamental policy questions involving ESP provision of revenue cycle services, leaving implementation questions concerning RCS costs and savings to this proceeding (D.97-05-039, p. 8).  The issue here is not whether customers will receive the credits, but by what means customers may receive the credits.  With regard to the means, the text of D.97-05-039 does contain two explicit references to cost savings on customers’ bills.  First, the Commission states that “the threshold question [is] whether or not appropriate costs savings should be reflected in a customer’s bill” (D.97-05-039, p. 17).  And second, the Commission refers to Public Utilities Code section 368(a)� TA \l "Public Utilities Code section 368(a)" \s "Public Utilities Code section 368(a)" \c 2 �, “which, it is argued, might prohibit reflecting these cost savings on the customer’s bill” (D.97-05-039� TA \s "D.97-05-039" �, p. 18).  PG&E believes that these references may indicate the Commission’s intention that RCS credits would be on customers’ bills (see Exh. 19, p. 2).  However, these references are not sufficiently definitive to conclude that the Commission ordered in D.97-05-039 that the only permissible “means for ensuring that customers are not charged” is by incorporating RCS credits into customers’ bills.


For these reasons, D.97-05-039 does not prohibit the advance check approach as one means of delivering to customers the RCS credits they are due.  PG&E’s interim proposal, while admittedly not ideal, complies with D.97-05-039.


PG&E’s Interim Proposal Is Fair To Customers, Simple, And Workable.


As noted in the discussion above, PG&E’s interim proposal for 1999 will give every customer all of its RCS credits.  The interim proposal is designed to err (i.e., to give a customer an amount different than it would receive if RCS credits were incorporated into the bill) only in favor of the customer, never against it.  Enron’s witness recognized that this approach “may be the most economically efficient and fairest option for many ESPs and their customers” (Exh. 25, p. 11).  That PG&E’s interim proposal is fair to customers is underscored by ORA’s endorsement of it.


In endorsing PG&E’s interim approach, ORA stated, “this approach is simple for customers to understand” (Exh. 24, p. 2).  Under cross-examination on this point, ORA’s witness added that communication with the customer, specifically including the PG&E letter accompanying the check, can be developed to avoid customer confusion (Tr. 187-189, ORA, Price).  There is no other interim proposal for 1999 simpler than PG&E’s.


Both Enron and QST Energy Inc. (QST) present interim proposals that are more complex than PG&E’s.  Enron (Exh. 26, p. 6) and QST (Exh. 28, p. 6) support PG&E’s advance check approach, but only as one of  a number of options that ESPs may select.  One of the other options that Enron would include is that the ESP show the RCS credits on bills provided by the ESP to its customers (Exh. 25, p. 6).  One of the other options that QST would include is for the check to be sent directly to the ESP (Exh. 28, p. 6).  A practical problem with Enron’s option is that it does not address situations where an ESP provides metering services but not consolidated billing services (Tr. 178, ORA, Price; Exh. 19, p. 3).  A flaw in QST’s option is that PG&E would have no way to ensure that the end-use customer actually receives the RCS credits it is due (Exh. 19, p. 2).  More generally, PG&E believes that having multiple solutions is confusing to customers and is not cost-effective (Exh. 19, p. 3).  In endorsing PG&E’s interim proposal, ORA believes that it is preferable to define the best single solution, instead of forcing PG&E to implement multiple solutions, so PG&E can dedicate its resources to fixing the fundamental problems (Tr. 178, ORA, Price). 


PG&E’s interim proposal is fair to customers, simple, and workable.  ORA supports PG&E’s interim proposal, subject to certain conditions that PG&E accepts.  Enron’s and QST’s proposals for multiple options would introduce unnecessary complexity and confusion.  PG&E therefore requests the Commission to approve PG&E’s interim proposal with ORA’s conditions.  


PG&E And ORA Should Jointly Plan PG&E’s 1999 Bill Format And Customer Communication.


As noted earlier (Section III. C. 1.), there will be unique concerns for PG&E in 1999 regarding bill format and customer communication.  The record developed here on bill format and customer communication would be largely inapplicable to PG&E while the interim proposal is in effect.  To meet these concerns, PG&E suggests that the Commission direct PG&E to work with ORA to jointly prepare a detailed plan for implementing the interim proposal in 1999, and that the Commission designate the Energy Division to review and approve the plan.











conclusion


For the reasons set forth above, PG&E respectfully requests the Commission to adopt PG&E’s positions on consolidated Phase 1 issues regarding revenue cycle service credits and to approve PG&E’s interim proposal for 1999 with ORA’s conditions.
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SUMMARY OF RECOMMENDATIONS








PG&E recommends that the Commission approve the following proposals set forth in this Revenue Cycle Services Credits Proceeding:





There should be four revenue cycle services (RCS) credit categories for PG&E: (1) Meter Services, (2) Meter Ownership, (3) Meter Reading, and (4) Billing and Payments.�


Southern California Edison Company and San Diego Gas & Electric Company should have the same four RCS credit category titles as PG&E.�


PG&E’s Meter Services credit category should be segmented only by rate schedule.�


PG&E’s Meter Ownership credit category should be segmented only by rate schedule at this time.





PG&E’s Meter Reading credit category should be segmented only by rate schedule, electric vs. dual commodity, geographic zone, and manual vs. telephone at this time.





PG&E’s Billing and Payments credit category should be segmented by rate schedule and electric vs. dual commodity, and may be segmented by partial vs. full consolidated ESP billing.





There should be a uniform bill format for the three utilities of one line for each of the four RCS credit categories, or of simply one line.





The utilities should be required to provide only minimal information to customers about RCS credits.





The units for RCS credits should be dollars.





There should be proration only for Meter Services and Meter Ownership.





PG&E’s interim proposal for advance checks to customers for 1999 RCS credits complies with D.97-05-039 and is fair to customers, simple, and workable.





PG&E and the Office of Ratepayer Advocates should jointly prepare a plan for PG&E’s billing format and customer communication in 1999, with review and approval by the Energy Division.
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