BEFORE THE PUBLIC UTILITIES COMMISSION�OF THE STATE OF CALIFORNIA





Application Of Pacific Gas And Electric Company To Identify Cost Savings For Revenue Cycle Services Provided By Other Entities And To Propose Credits For End-Use Customers In Such Circumstances For Implementation No Later Than January 1, 1999                                          (U 39 E)�



Application 97-11-004�
�



Application Of Southern California Edison Company To Identify Cost Savings For Revenue Cycle Services Provided By Other Entities And To Propose Net Avoided Cost Credits For End-Use Customers In Such Circumstances For Implementation On January 1, 1999                         (U 338 E)�



Application 97-11-011�
�



Application Of San Diego Gas & Electric Company To Identify Cost Savings For Revenue Cycle Services Provided By Other Entities And To Propose Credits For End-Use Customers In Such Circumstances For Implementation No Later Than January 1, 1999                                           (U 902 E)�



Application 97-12-012�
�






PHASE 1 REPLY BRIEF�


OF PACIFIC GAS AND ELECTRIC COMPANY








CHRISTOPHER J. WARNER


MICHELLE L. WILSON


ANDREW L. NIVEN





Attorneys for


PACIFIC GAS AND ELECTRIC COMPANY





Law Department


Post Office Box 7442


San Francisco, CA  94120


Telephone: (415) 973�6640


Facsimile: (415) 973�0516











May 1, 1998�
BEFORE THE PUBLIC UTILITIES COMMISSION�OF THE STATE OF CALIFORNIA





Application Of Pacific Gas And Electric Company To Identify Cost Savings For Revenue Cycle Services Provided By Other Entities And To Propose Credits For End-Use Customers In Such Circumstances For Implementation No Later Than January 1, 1999                                          (U 39 E)�



Application 97-11-004�
�



Application Of Southern California Edison Company To Identify Cost Savings For Revenue Cycle Services Provided By Other Entities And To Propose Net Avoided Cost Credits For End-Use Customers In Such Circumstances For Implementation On January 1, 1999                         (U 338 E)�



Application 97-11-011�
�



Application Of San Diego Gas & Electric Company To Identify Cost Savings For Revenue Cycle Services Provided By Other Entities And To Propose Credits For End-Use Customers In Such Circumstances For Implementation No Later Than January 1, 1999                                           (U 902 E)�



Application 97-12-012�
�






PHASE 1 REPLY BRIEF��OF PACIFIC GAS AND ELECTRIC COMPANY


iNTRODUCTION


Pursuant to Rule 75 of the Commission’s Rules of Practice and Procedure and the Assigned Commissioners’ Ruling issued by Commissioners Knight and Duque on January 26, 1998 (January 26 ACR), Pacific Gas and Electric Company (PG&E) submits this Reply Brief on Phase 1 issues.  In this Reply Brief PG&E responds to the opening briefs submitted on April 23, 1998, by Southern California Edison Company (Edison), San Diego Gas & Electric Company (SDG&E), the Office of Ratepayer Advocates (ORA), the Utility Reform Network and Utility Consumers Action Network (TURN/UCAN), the University of California, the California State University, and the California Department of General Services (UC/CSU/DGS), Enron, QST Energy Inc. (QST), the California City-County Streetlight Association (CAL-SLA), and Mellon Bank, N.A. (Mellon Bank).  As in PG&E’s Opening Brief, Section II of this Reply 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


RCS Credit Categories, Bill Format, Units, And Proration


There Should Be Four Uniform RCS Credit Categories For The Three Utilities: (1) Meter Services; (2) Meter Ownership; (3) Meter Reading; And (4) Billing And Payments.


As set forth in PG&E’s Opening Brief (pp. 4-6), PG&E recommends that the Commission approve the following four uniform revenue cycle services (RCS) credit categories for the three utilities:  (1) Meter Services; (2) Meter Ownership; (3) Meter Reading; and (4) Billing and Payments.  The only disagreements among the parties regarding identification of RCS credit categories are minor differences over the credit category titles.  While PG&E and Edison (Opening Brief, p. 3) propose the same titles, ORA refers to “Meter Reading” as “Meter Reading & Meter Data Management” (ORA Opening Brief, p. 6), and SDG&E, supported by Enron, prefers “Billing Services” to “Billing and Payments” (SDG&E Opening Brief, p. 5).  PG&E believes the four RCS credit category titles proposed by PG&E and Edison are most appropriate and should be adopted uniformly for the three utilities to avoid customer and energy service provider (ESP) confusion.  It should also be noted with regard to the CAL-SLA Opening Brief that PG&E clearly intends to provide appropriate RCS credits to streetlight and traffic control account customers (see Exh. 2, Tables 3-1 to 3-4 on pp. 3-20 to 3-25).  





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 (PG&E Opening Brief, p. 13).  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, SDG&E, Enron, and UC/UCS/DGS (limited to non-residential customers) that the preferable bill format is four line items, one for each RCS credit category (PG&E Opening Brief, p. 13).  Given PG&E’s proposed RCS credit category titles, the four line items then would be “Meter Services Credit,” “Meter Ownership Credit,” Meter Reading Credits” 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” (ORA Opening Brief, pp. 10-11).  PG&E does not oppose such a bill format that collapses the utilities’ recommended four lines into one line (PG&E Opening Brief, p. 14).


(PG&E proposes to give end-use customers their 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.  In this section PG&E states its position on bill format generally, without regard to PG&E’s unique concerns in 1999.)


The Units For RCS Credits Should Be Dollars.


All parties agree that “dollars per meter per month” should be the unit for RCS credits for the Meter Services, Meter Ownership, and Meter Reading categories, and that “dollars per account per month” should be the unit for RCS credits for the Billing and Payments category (PG&E Opening Brief, p. 14).


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


All parties agree that RCS credits for Meter Services and Meter Ownership should be prorated on a daily basis, while RCS credits for Meter Reading and Billing and Payments should not be prorated but just given on a monthly basis (PG&E Opening Brief, pp. 14-15).


Segmentation Of Credit Categories For PG&E


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


All parties appear to be in agreement that each of the four RCS credit categories for each of the three utilities should be segmented at least by rate schedule.  PG&E proposes that the Meter Services credit category be segmented only by rate schedule, and no party has taken issue with this position in Phase 1 (PG&E Opening Brief, p. 6). 


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


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


ORA, TURN/UCAN, Enron, and UC/CSU/DGS recommend that the utilities segment the Meter Ownership credit for new installations where a utility meter is never installed.  Edison does not oppose such segmentation, provided it is applied to all three utilities (Edison Opening Brief, pp. 7-8).  SDG&E is willing to make the necessary system changes to accommodate such segmentation, if so ordered in Phase 1, but notes that the cost to do so may not be justified (SDG&E Opening Brief, pp. 8-9). 


As set forth in PG&E’s Opening Brief (pp. 6-7), PG&E’s primary reason for opposing such segmentation is that this issue is best addressed under the line extension rules.  Creating a Meter Ownership segment is unnecessary to reflect proper crediting of meter costs to developers who elect non-utility metering, and it would duplicate and disrupt the framework of line extension rules being developed by the Commission.  TURN/UCAN argues that meter installation by a non-utility would affect calculation of the line extension allowance (TURN/UCAN Opening Brief, p. 4), but this point only strengthens the argument that non-utility meter installation is best addressed under the line extension rules.  In particular, the detailed analysis required under Public Utilities Code section 783(b) may be triggered by non-utility meter installations, and such an analysis would be far afield from the focus of this RCS Credits Proceeding.  Contrary to TURN/UCAN’s conclusion (Opening Brief, p. 5), the Commission has an ample record in Phase 1 to make the general, threshold determination that this segmentation matter raises issues which belong in the line extension proceeding.  


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 expects that its new billing system, Genesis, will be capable of providing RCS credits on customers’ bills by January 1, 2000 (PG&E Opening Brief, p. 16).  This “first generation” billing system will have the capability to 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 (Tr. 30-31, P&E, Levin).  Thus, as currently planned, PG&E’s billing system will not be capable of implementing the proposed segmentation.  


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


ORA, Enron, and UC/CSU/DGS recommend 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.  Edison does not oppose such segmentation, provided it is applied to all three utilities (Edison Opening Brief, pp. 8-9).  SDG&E is willing to make the system changes necessary to accommodate such segmentation, if so ordered in Phase 1, but notes that “utilities must have sole discretion over whether or not to sell its [sic] meters to customers or ESPs” (SDG&E Opening Brief, pp. 9-10). 


As set forth in PG&E’s Opening Brief (pp. 7-8), 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.  The fact that the Commission could at some point adopt new requirements or incentives for PG&E to sell existing meters to its customers (see ORA Opening Brief, p. 9; UC/CSU/DGS Opening Brief, p. 9) is too speculative a basis for mandating a separate segment at this time.  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.


The Commission Should Be Mindful Of Segmentation Costs As Well As Benefits.


PG&E joins with SDG&E (SDG&E Opening Brief, pp. 8-9) in stating that, if so ordered in Phase 1, PG&E will make the necessary system changes to accommodate separate Meter Ownership segments for new installations and/or for in-place meter sales.  However, the system improvement costs to enable further segmentation for new installation and in-place meter sales by January 1, 1999, will be substantial.  In this regard, PG&E agrees with the following statement made by SDG&E in its Opening Brief (pp. 8-9):  “The cost differential may not be sufficient to warrant the additional information tracking costs.”  That is, while PG&E has not quantified the cost of segmenting for new installations and in-place meter sales, those costs may outweigh the benefits of such segmentation when viewed from the Commission’s perspective.  


PG&E therefore requests that the Commission be mindful of segmentation costs as well as benefits in deciding whether and how much to segment the RCS credit categories.  More generally, PG&E suggests that the Commission carefully consider whether a fair share of the costs of certain restructuring-related  improvements to utility systems should be borne by those who advocate and stand to benefit from the options made possible by those improvements.  Further, PG&E suggests that the Commission recognize the principle that systems and data bases that benefit only non-utility entities in their interactions with end-use customers generally should be developed and maintained by those entities without utility involvement or expense.


PG&E also agrees with SDG&E on an aspect of system development closely linked to cost, the need for flexibility (SDG&E Opening Brief, p. 9):  


Moreover, since there are incremental costs associated with tracking the necessary information for these separate credits, the Commission should refrain from directing utilities to track customer data in any particular or “common” manner.  SDG&E must have the latitude to develop a process which is compatible with existing systems and allows SDG&E to effectively manage its information costs.  


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 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 (PG&E Opening Brief, pp. 9-11).  All parties agree with recognition of at least these two Meter Reading segments.  ORA, Enron, and UC/CSU/DGS recommend 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.  


For PG&E, recommendations for additional segmentation of Meter Reading are based on the unwarranted assumption that in the near future ESPs will read PG&E gas meters.  The Commission has decided to defer gas RCS unbundling for PG&E until 2003 (Decision 


(D.) 97-08-055, p. 1 and Section IV.H.3 on p. 55 of Appendix B, The Gas Accord Settlement Agreement).  Moreover, 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).  The fact that PG&E’s labor contracts are subject to amendment or modification (see ORA Opening Brief, p. 10; UC/CSU/DGS Opening Brief, p. 8) is not a sufficient basis for ordering segmentation that would be pointless under existing contracts.  


Therefore, in determining Meter Reading segmentation for PG&E, the Commission should not assume that gas meter reading may be unbundled or 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 D.97-08-055 (the Gas Accord Decision), or that PG&E might somehow begin to outsource gas meter reading despite its current statutory and contractual obligations. 


Meter Reading Should be Segmented By Geographic Zone And Manual Vs. Telephone.


PG&E proposes that the Meter Reading credit category be segmented into three geographic zones classified by zip code to reflect different levels of cost savings associated with reading meters, and that Meter Reading also be segmented by manual meter reading vs. telephone/modern data retrieval (PG&E Opening Brief, p. 11).  No party in opening briefs takes issue with PG&E’s proposed geographic or manual vs. telephone segmentation for the purposes of Phase 1 of this proceeding.  Edison (Opening Brief, p. 5) and SDG&E (Opening Brief, p. 5) also propose geographic segmentation by zip code, though their proposed number and configuration of zones differ from PG&E’s.  If the Commission desires to adopt the same number of geographic zones for all three utilities, PG&E suggests that the number be five, because adoption of five geographic zones in Phase 1 will not preclude implementation of fewer than five geographic zones in Phase 2 (see Tr. 79-82, SDG&E, Croyle).


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 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 (PG&E Opening Brief, p. 12).  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.


In its Opening Brief (pp. 12-13), PG&E states that it does not oppose segmentation of the Billing and Payment credit category between partial ESP consolidated billing and full ESP consolidated billing.  However, as PG&E notes, it will be difficult to implement such segmentation until the full ESP consolidated billing option has been thoroughly defined.  


PG&E’s BILLING ISSUE


PG&E’s Proposal


PG&E, like Edison and SDG&E, originally proposed in this proceeding to incorporate RCS credits into end-use customers’ bills beginning no later than January 1, 1999.  However, in the context of electric restructuring billing requirements, PG&E will not have the capability to implement its main proposal beginning January 1999 (PG&E Opening Brief, pp. 15-16).  Therefore, PG&E has presented an interim proposal to send advance checks to customers for their RCS credits in 1999 (PG&E Opening Brief, p. 17).  PG&E’s interim proposal, while admittedly not ideal, complies with D.97-05-039 by ensuring that customers are not charged for revenue cycle services provided by another entity (PG&E Opening Brief, pp. 18-20).  ORA supports PG&E’s interim proposal with three recommended conditions, which PG&E accepts (PG&E Opening Brief, pp. 17-18).  PG&E requests the Commission to approve PG&E’s interim proposal, with ORA’s conditions, as being fair to customers, simple, and workable (PG&E Opening Brief, pp. 20-21).  PG&E further 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 (PG&E Opening Brief, p. 21).


PG&E’s interim proposal for 1999 has been addressed by ORA (Opening Brief, 


pp. 11-14), UC/UCS/DGS (Opening Brief, pp. 1-6 and 10), Enron (Opening Brief, pp. 6-17), and QST (Opening Brief, pp. 1-13).


PG&E’s Responses To Opening Briefs


Enron And QST Are Wrong In Asserting That PG&E’s Interim Proposal Does Not Comply With Decision 97-05-039.


Enron (Opening Brief, pp. 6-8) and QST (Opening Brief, pp. 5-6) argue that PG&E’s interim proposal does not comply with and in effect seeks to modify D.97-05-039.  While QST simply asserts this result, Enron reaches this conclusion by reasoning that because the clear intent of the January 26 ACR is that RCS credits appear on customers’ bills, it follows that D.97-05-039 must have ordered that RCS credits appear on customers’ bills.  This reasoning is a flawed attempt to impute the implementation details of the January 26 ACR into the fundamental policy decisions reached by the full Commission eight months earlier in D.97-05-039.





PG&E agrees that the intent of the January 26 ACR is that RCS credits appear on customers’ bills.  This assumption was a natural consequence of the fact that all three utilities’ applications had proposed that RCS credits appear on customers’ bills and no party had suggested any other way to meet the Commission’s order to ensure that customers not be charged by the utilities for revenue cycle services provided by others.  If other means (for example, checks to customers) had been proposed by the applicants or parties, presumably the choice of means would have been identified in the January 26 ACR as one of the issues to be addressed.  PG&E also has no quarrel with the proposition that the Commission generally has preferred bill credits, where possible, over refunds by check, though Enron apparently did not find any broad Commission policy pronouncement to this effect.  


However, the fact that the January 26 ACR assumed that RCS credits would appear on customers’ bills does not mean that D.97-05-039 ordered that RCS credits appear on customers’ bills.  By ordering 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 Commission was making a policy-level decision, leaving for resolution in this proceeding the implementation question of what the appropriate means should be            (D.97-05-039, p. 8).  Other than Enron’s flawed attempt to bootstrap the January 26 ACR into D.97-05-039, neither Enron nor QST offers any support for their assertions that PG&E’s interim proposal does not comply with D.97-05-039.


As PG&E has set forth in detail (PG&E Opening Brief, pp. 18-20), PG&E’s interim proposal, though not ideal, complies with D.97-05-039, which does not prohibit the advance check approach as one means of delivering to customers the RCS credits they are due.  ORA has the same view, stated as follows (ORA Opening Brief, p. 12):


…the temporary PG&E-specific solution accepted by ORA does not appear to be inconsistent with D.97-05-039 or other existing CPUC decisions.  ORA has carefully reviewed     D.97-05-039 and found that the system of monthly bill credits proposed in all three utilities’ applications in this proceeding is not specifically required by the decision.  D.97-05-039 (Ordering Paragraph 5) requires a method that will ensure that customers are not charged by the UDC for services that are provided by another entity, but does not require monthly rates or even credits to direct access customers—various rate mechanisms could avoid double-charging customers, and these mechanisms are then to be compared on their merits.





	PG&E brought to the Commission’s attention facts and circumstances regarding the company’s difficulties in implementing RCS credits on customers’ bills in a timely and appropriate manner (see PG&E Opening Brief, pp. 15-17).  Contrary to Enron’s unsupported assertion (Enron Opening Brief, p. 7), there was nothing “procedurally improper” about PG&E’s actions.  In particular, since PG&E’s interim proposal complies with D.97-05-039, there was and is no need for PG&E to petition for modification of D.97-05-039.


Enron And QST Are Wrong In Arguing That PG&E’s Interim Proposal Is Not The Best Solution Under The Circumstances.


Enron argues that PG&E’s interim proposal is inadequate because it does not permit ESPs such as Enron that are prepared to offer consolidated billing to “calculate and/or print the RCS credits on each customer bill each month” (Enron Opening Brief, pp. 11-12).  Similarly, QST argues that PG&E’s interim proposal must be supplemented by an alternative under which PG&E would pay the aggregate monthly RCS credit amounts directly to QST on a monthly basis, rather than paying the monthly RCS credit amounts in advance by checks to QST’s customers (QST Opening Brief, pp. 9-12).  As explained in PG&E’s Opening Brief (pp. 20-21), PG&E’s interim proposal is fair to customers, simple, and workable, and does not entail the complexity and confusion associated with Enron’s and QST’s proposals.  ORA supports PG&E’s interim proposal as being, under the circumstances, “the best solution” (ORA Opening Brief, p. 11).  In particular, ORA concludes that PG&E’s interim proposal “is simple for customers to understand” and “provides a single solution that can meet all of the circumstances under which revenue cycle services are performed for customers, while ensuring that customers can receive credits in a meaningful form” (ORA Opening Brief,        p. 12).  UC/CSU/DGS also supports PG&E’s interim proposal, assuming the delay in PG&E’s main proposal (UC/CSU/DGS Opening Brief, pp. 3-4).  Among other things, UC/CSU/DGS states that PG&E’s interim proposal “is the simplest and least confusing” and “will not divert significant resources to implementing the interim solution rather than solving the long-term problem” (UC/CSU/DGS Opening Brief, pp. 4-5).


PG&E notes that it will provide to Enron and QST monthly customer account RCS credit information (see Enron Opening Brief, p. 11, and QST Opening Brief, p. 10).  As PG&E has made clear from the outset of this issue, PG&E’s problem is not in calculating the RCS credit amount due to each customer each month beginning January 1999, but rather in incorporating the RCS credit amount into the calculation on each customer’s bill (see March 24 prehearing conference, Tr. 103).  PG&E’s interim proposal includes providing to each ESP on a monthly basis a record of the RCS credit calculated for each of that ESP’s customer accounts (Exh. 19, p. 2; Tr. 164-166, PG&E, Brooks).  With this information, it would be possible for Enron and QST to print the RCS credits on their customers’ consolidated bills, noting that the credit had already been given to the customer directly by PG&E in the form of an advance check.  For QST’s customers that have agreed to QST receiving the RCS credit amounts, QST could continue to bill the “matching debit” for each customer’s monthly RCS credit (see QST Opening Brief, pp. 7-8, and Tr. 202 and 209, QST, Kehrein).  


QST argues that PG&E’s interim proposal is “anti-competitive” in that customers switching ESPs in 1999 will not receive RCS credits duplicating those already paid by advance check (QST Opening Brief, p. 8).  However, as ORA’s witness explained, the second ESP in executing a new contract with the switching customer would be aware of that fact and could adjust the terms of the agreement accordingly (Tr. 191-193, ORA, Price).  In fact, it is the view of the ORA witness that PG&E’s interim proposal, far from being anti-competitive, actually enhances ESPs’ ability to enter the market (Tr. 190, ORA, Price).


Enron And QST Are Wrong In Claiming That The Record In This Proceeding Does Not Support PG&E’s Interim Proposal.


Enron and QST claim that PG&E has not demonstrated it has a system limitation preventing it from incorporating RCS credits into customers’ bills beginning January 1999 (Enron Opening Brief, pp. 8-10; QST Opening Brief, pp. 1-6).  To the contrary, as set forth in detail in PG&E’s Opening Brief (pp. 15-17), there is sufficient record evidence to support a finding by the Commission that, in the context of electric restructuring billing requirements, PG&E will not have the capability to implement its main proposal beginning on January 1, 1999.  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; see PG&E Opening Brief, p. 16).  Moreover, this record evidence is augmented by a late-filed exhibit           (“Exhibit 29”), the four-page data response from PG&E to Enron dated April 21, 1998, that Enron requested be entered into the record.


While the record in this proceeding addresses the implications of PG&E’s system constraints for providing RCS credits, the existence of PG&E system constraints has been recognized by the Commission in at least two other proceedings.  First, in D.97-10-087 regarding direct access implementation plans and related tariffs in the electric restructuring proceeding (R.94-04-031/I.94-04-032), the Commission permitted PG&E to deviate temporarily from the “bill-ready” tariff provision and use the “rate-ready” tariff provisions, based on the inability of PG&E’s then current billing system to track more than one receivable per customer account and the need for major system changes to track elements of ESP and PG&E receivables for the same customer account (D.97-10-087, pp. 47 and 50).  More generally, the Commission found in that decision that the utilities should be allowed to use differing tariffs on a limited basis due to the fact that existing system constraints limit the utilities’ ability to comply with all of the direct access rules (D.97-10-087, Findings of Fact 15 and 16 on p. 71 and Conclusions of Law 4 and 5 on p. 75).  And second, in D.98-03-050 regarding calculation of the Power Exchange cost in the cost separation proceeding 


(A.96-12-009 et al.), the Commission granted for a limited time PG&E’s petition for modification of D.97-08-056 on the basis that PG&E’s billing system cannot accommodate on schedule the required calculations and the other changes required in anticipation of direct access (D. 97-08-056, p. 2).


Similarly here, PG&E’s interim proposal would substantially achieve the Commission’s objectives in providing RCS credits to customers while accommodating PG&E’s billing system constraints for a limited period of time.


The Investigations And Audits Urged By Enron And UC/CSU/DGS Are Unnecessary. 


Enron urges the Commission to order in this proceeding a narrow investigation and tailored audit of PG&E’s claims of system limitations in incorporating RCS credits on customers’ bills beginning January 1999, and to undertake in PG&E’s 1999 General Rate Case (A.97-12-020) a full investigation and independent audit of PG&E’s billing, account, customer information, and other computer systems (Enron Opening Brief, pp. 12-17).  UC/CSU/DGS urges the Commission to initiate a public process to obtain and review PG&E’s detailed explanation of its billing system upgrade plans and priorities and to closely examine revenue requirements implications in PG&E’s 1999 General Rate Case (UC/CSU/DGS Opening Brief, p. 3).  PG&E believes that such investigations and audits are not necessary and would divert PG&E resources dedicated to fixing the fundamental billing system problems, causing even further delay. 


With regard first to Enron’s recommendation of a narrow, tailored investigation of PG&E’s specific RCS credits billing problem, PG&E believes the record here is sufficient for the purposes of approving PG&E’s interim proposal (see Section III.B.3. above).  Further investigation would require Commission and PG&E resources to be devoted to a process that would serve little if any useful purpose.  The evidence that PG&E would produce is described generally in “Exhibit 29” (p. 2):  at a summary level, (1) a one-page table summarizing the number of project function points that supports PG&E’s testimony that PG&E has identified 15,000 to 20,000 function points that it would take to complete all identified systems work, and (2) a five-page table summarizing the number of project function points that supports PG&E’s testimony that PG&E is able to deliver approximately 3,000 to 4,000 function points per year (see Tr. 134, PG&E, Brooks); and, at a detailed level, voluminous documents supporting these function point estimates.  In fact, the full documentation at this detailed level, representing the product of tens of millions of dollars spent by PG&E in recent years, reveals so much of the design and operation of PG&E’s billing system that an expert in the field could use it to “reverse engineer” a billing system for a competitor of PG&E such as Enron (“Exhibit 29,” p. 2).  This level of inquiry is out of proportion to PG&E’s RCS credits billing problem, especially in light of the fact that ORA accepts the existence of PG&E’s billing constraints and supports PG&E’s interim proposal.


The broader investigation and audit recommended by Enron and UC/CSU/DGS would involve the same PG&E documentation as the narrower RCS credits review.  Again, the PG&E personnel who would have to present and explain the problem are the very same people who are working to fix that problem (for example, PG&E witness Brooks).  Such an investigation therefore would divert key PG&E personnel from the task of installing the new billing system, Genesis, and would make less achievable the target date of summer 1999 for incorporating RCS credits into customers’ bills (see PG&E Opening Brief, pp. 15-16).  Under these circumstances, such an investigation may well be counterproductive in terms of PG&E implementing electric restructuring billing requirements as soon as possible.  PG&E notes that Enron and UC/CSU/DGS, as members of the Direct Access Alliance, made similar arguments in the direct access proceeding.  There, the Direct Access Alliance claimed that the utilities had not presented compelling evidence of system constraints and that the Commission should require the utilities to file an accounting of their system problems, ideally including an independent audit (Comments Of The Direct Access Alliance On The





Direct Access Tariff Workshop, dated September 16, 1997, pp. 5-6).  As indicated above, D.97-10-087 did not adopt the Direct Access Alliance’s recommendation.


If the Commission does conclude that an investigation of PG&E’s billing system is warranted, the 1999 General Rate Case is not the appropriate proceeding for conducting it.  Certainly the 1999 General Rate Case is the right proceeding for close examination of PG&E’s billing system revenue requirements, as recommended by UC/CSU/DGS; such a review is already well under way through the normal process of testimony and discovery, and evidentiary hearings currently are scheduled to begin on June 8.  However, the billing system constraints at issue here are less a matter of revenue requirements than of implementing direct access and other electric industry restructuring changes (see Section III.B.3. above).  In addition, unlike prior general rate cases, the 1999 General Rate Case does not have an open-ended companion investigation (see Assigned Commissioner’s Ruling Pursuant To Rule 6(d) issued April 7, 1998, in A.97-12-020 et al., pp. 5-7).  


Enron also proposes that its recommended investigations and audits be conducted at PG&E’s shareholders’ expense.  PG&E believes it is premature for the Commission to determine the ratemaking for any expenses that may be incurred if and when the Commission decides to conduct such investigations and/or audits.  This issue, if it ever arises, could be addressed in the same manner as the issue of shareholder vs. ratepayer responsibility for ORA consultant expenses in the 1999 GRC, where testimony is being submitted during the course of the proceeding (see Assigned Commissioner’s Ruling Pursuant to Rule 6(d) in the 1999 General Rate Case, p. 11).  That is, the Commission could receive evidence and argument on the ratemaking treatment of investigation/audit costs during the course of any such investigation/audit.


If the Commission does conclude that some form of PG&E billing system investigation and/or audit is warranted, then of course PG&E will cooperate as fully and as expeditiously as possible.  PG&E has endeavored to fully apprise the Commission of its system-related problems, options, and recommendations in a timely and appropriate manner in this proceeding.  The company appreciates the forbearance and cooperation of many parties as we have worked together toward the best solution to an unwelcome but real problem.  At the same time, PG&E is disappointed that Enron has chosen to be so combative and strident, despite PG&E’s special efforts to accommodate Enron’s particular needs during the transition to direct access.  PG&E will continue to exert its very best efforts to comply with both the letter and the spirit of the Commission’s electric industry restructuring orders, and to be candid and constructive if and when interim means for substantially complying are needed because timely full compliance is not possible.


conclusion


For the reasons set forth above and in PG&E’s Opening Brief, 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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I.	INTRODUCTION	1


II.	CONSOLIDATED PHASE 1 ISSUES	2


A.	RCS Credit Categories, Bill Format, Units, And Proration	2


1.	There Should Be Four Uniform RCS Credit Categories For The Three Utilities: (1) Meter Services; (2) Meter Ownership; (3) Meter Reading; And (4) Billing And Payments	2


2.	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	3


3.	The Units For RCS Credits Should Be Dollars	3


4.	There Should Be Proration Only For Meter Services And Meter Ownership	3


B.	Segmentation Of Credit Categories For PG&E	4


1.	The Meter Services Credit Category Should Be Segmented Only By Rate Schedule	4


2.	The Meter Ownership Credit Category Should Be Segmented Only By Rate Schedule At This Time	4


a.	There Should Not Be A Separate Meter Ownership Segment For New Installations Where A PG&E Meter Is Never Installed	4


b.	There Should Not Be A Separate Meter Ownership Segment At This Time For In-Place Meter Sales	5


c.	The Commission Should Be Mindful Of Segmentation Costs As Well As Benefits	6


3.	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	7


a.	Meter Reading Should Be Segmented By Electric Vs. Dual Commodity, Without Assuming Gas RCS Unbundling At This Time	7


b.	Meter Reading Should be Segmented By Geographic Zone And Manual Vs. Telephone	8


4.	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	9


a.	Billing And Payments Should Be Segmented By Electric Vs. Dual Commodity, Without Assuming Gas RCS Unbundling At This Time	9


b.	Billing And Payments May Be Segmented By Partial Consolidated ESP Billing Vs. Full Consolidated ESP Billing	9


III.	PG&E’S BILLING ISSUE	9


A.	PG&E’s Proposal	9


B.	PG&E’s Responses To Opening Briefs	10


1.	Enron And QST Are Wrong In Asserting That PG&E’s Interim Proposal Does Not Comply With           Decision 97-05-039	10


2.	Enron And QST Are Wrong In Arguing That PG&E’s Interim Proposal Is Not The Best Solution Under The Circumstances	12


3.	Enron And QST Are Wrong In Claiming That The Record In This Proceeding Does Not Support PG&E’s Interim Proposal	14


4.	The Investigations And Audits Urged By Enron And UC/CSU/DGS Are Unnecessary	15


IV.	CONCLUSION	18
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