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COMMENTS OF PACIFIC GAS AND ELECTRIC COMPANY ON            REVISED PROPOSED PHASE I DECISION OF ALJ MALCOLM AND ON     PROPOSED ALTERNATE PHASE I ORDER OF COMMISSIONER KNIGHT

INTRODUCTION

Pursuant to Rules 77.2, 77.3, 77.4, 77.5, and 77.6 of the Commission’s Rules of Practice and Procedure, Pacific Gas and Electric Company (PG&E) submits its 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.  On June 8 and 15, 1998, PG&E submitted its Comments and Reply Comments on the Proposed Decision issued by ALJ Malcolm on May 18, 1998 (Original PD).  On May 26 and June 17, 1998, revisions were made to the Original PD.  On June 18, 1998, the Alternate was issued.  On June 22, 1998, ALJ Malcolm gave PG&E and other parties’ permission to include comments on the Revised PD with their comments on the Alternate.

In Section II PG&E comments on changes made in the Revised PD, without regard to the Alternate.  In Sections III and IV PG&E comments on the Alternate, first responding to the Alternate’s general viewpoint and then proposing a specific change.

ThE Revised PD should reinstate the Original PD’s Treatment of PG&E’s Billing Problem.

The Original PD adopts PG&E’s proposed interim solution (with certain conditions) to send one check in advance for 1999 for each eligible customer.  In contrast, the Revised PD alters PG&E’s proposal as follows:  (1) where the energy service provider (ESP) provides a single consolidated bill, PG&E shall not provide a check to the customer in cases where the ESP bill identifies the RCS credit (page 15 and Conclusion of Law 8 on page 20); and (2) otherwise, PG&E shall send checks to eligible customers every 90 days or less rather than only once (page 15, Finding of Fact 14 on page 19, Conclusion of Law 9 on page 20).  The Revised PD should not adopt these changed outcomes and should reinstate the Original PD’s treatment of PG&E’s billing problem.

First, 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.  The Revised PD in effect adopts Enron’s proposal that PG&E be required to permit an ESP to put the RCS credits on the ESP’s bills to its customers in PG&E’s service territory (Exh. 25, pp. 4-6).  PG&E’s difficulties in implementing Enron’s proposal in 1999 were described by the company’s computer and billing expert as follows (Tr. 109, PG&E, Brooks): 

“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.”

If the Revised PD is approved as written, PG&E could implement this option in 1999 only by diverting resources from other operational tasks at a cost that is not demonstrated to be offset by the benefits (see Revised PD, Finding of Fact 10 on p.18). 

The second alteration in PG&E’s proposal is the requirement that otherwise PG&E shall send a check every 90 days or less instead of once.  While PG&E could implement this requirement, it does not seem plausible that doing so would “provide customers with somewhat better information about prices,” as the Revised PD claims in Finding of Fact 14.  If PG&E sends checks to customers once, then each customer will receive an accompanying letter with the check explaining that the check amount equals the number of months remaining in 1999 times the RCS credit amounts for which the customer is eligible (see Tr. 167-168, PG&E, Brooks).  If PG&E sends checks every 90 days or less, then presumably each customer will receive an accompanying letter with each check explaining that the check amount equals the number of months in the 90-day (or less) period times the monthly RCS credit amounts for which the customer is eligible.  The price information provided to customers under the second approach is more fragmented and potentially more confusing than the single explanation under PG&E’s proposal.  Moreover, the more frequent checks necessarily will be smaller in amount and may be more likely to be lost or discarded.  Also, PG&E would incur additional costs to send checks more frequently.  PG&E is not aware that any party has recommended in this proceeding that advance checks be sent to customers every 90 days or less, instead of once.

For these reasons PG&E requests the Commission at minimum to eliminate the change in the Revised PD approving the ESP option.  In addition, if the Commission has no additional reason for requiring that checks to customers be issued every 90 days or less, then the Commission should eliminate this requirement entirely.  Making these changes would reinstate the ruling of the Original PD approving PG&E’s proposed interim solution for 1999 that one advance check be sent to each eligible end-use customer for all its RCS credits in 1999.  The Original PD’s treatment of PG&E’s billing problem can be reinstated by modifying the Revised PD as follows:

Delete the text on page 15 from “The exception to this rule…” through “…promoting customer decision-making.”

Delete Finding of Fact 14 on page 19.

In Conclusion of Law 8 on page 20, replace “in cases where the ESP and PG&E…” through “…This arrangement” with “because it”.

Delete Conclusion of Law 9 on page 20.

IT IS BETTER POLICY FOR RCS CREDITS TO BE GIVEN TO CUSTOMERS THAN TO ESPS.

The Alternate differs from the Original PD and the Revised PD principally on the issue of whether RCS credits should be reflected directly on the end-use customer’s bill or paid by the utility distribution company (UDC) directly to the ESP that actually provides the revenue cycle service in question to the customer.  On this issue, the Original PD and the Revised PD note in Finding of Fact 8 that the parties do not dispute that customers should receive RCS credits on their bills.  In contrast to the Original and Revised PDs, the Alternate states that the record is insufficient to determine whether customers or ESPs should receive RCS credits, and it directs the ALJ to lay out a procedural schedule for considering the issue.  After raising the issue of who should receive the RCS credits, the Alternate makes an argument in favor of ESPs receiving them.  The Alternate reasons that revenue cycle services are a “wholesale” product, an input into the suppliers’ (UDC or ESP) production function, which end-use customers should purchase only as part of a bundled product offering rather than on an unbundled basis.  According to the Alternate, the ESP (not the end-use customer) will react to the price signal provided by the RCS credit by deciding whether to offer the service in competition with the UDC.  Citing PG&E’s billing problems, the Alternate suggests that putting RCS credits on bills appears to be more costly for UDCs than giving the credits to ESPs.

PG&E believes that this approach is contrary to the policy set by the Commission in Decision (D.) 97-05-039.  There the Commission ordered 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; also Conclusion of Law 8 on p. 30).  Since the Commission does not have authority to oversee transactions between ESPs and their customers, it is difficult to see how this policy could be implemented if RCS credits are given to ESPs.  It thus appears to PG&E that the Commission has already decided as a matter of policy that end-use customers should receive the benefit of RCS credits, which should equal the UDC’s net avoided cost.  The only way to assure that the customer does not pay the UDC’s avoided costs is to give the RCS credits directly to the customer.   

PG&E is also concerned that the Alternate would require PG&E to bill the customer for fully bundled UDC charges, including PG&E revenue cycle services that the customer is not receiving, and then separately provide some of that customer’s payment as an RCS credit to the ESP.  PG&E is opposed to any billing structure that would price PG&E services at a higher rate than what should rightly appear on the customer’s bill.  This issue was correctly summarized in the Revised PD (page 15):

“We envision ‘unbundling’ as a process whereby customers pay for those services they receive and do not pay for services they do not receive.  It does not follow that because the customer will receive a service from an ESP that the utility should nevertheless collect the funds from the customer and forward them to the competitor.  That circumstance puts the utility in the position of providing a billing and collection service to the ESP, a circumstance which is not contemplated here.”

Aside from Commission precedent, PG&E believes that the RCS credits should be given directly to end-use customers rather than to their ESPs.  Contrary to the Alternate’s viewpoint, it is PG&E’s perspective that the crucial decision in the marketplace will be the one made by the end-use customer.  It is the customer who decides whether to choose direct access or bundled service.  While that decision turns mainly on energy supply considerations, provision of revenue cycle services may well be a factor.  Like RCS credits, the Power Exchange (PX) Credit reflects the UDC’s costs that are avoided when a customer chooses an alternate provider.  Just as customers are able now to compare the PX Credit against ESPs’ energy supply prices, starting in January 1999 customers will be able to compare RCS credits against ESPs’ prices for revenue cycle services.  And just as the UDC now gives the PX Credit to the direct access customer — not to the direct access customer’s ESP ( next year the UDC should give the RCS credits to the customer.  This will provide customers the price comparison information they need in shopping for their energy supply and revenue cycle services.  It will also avoid customer confusion by treating consistently the PX and RCS credits.  It is true that the magnitude of the RCS credits will be important to the ESPs’ decisions whether to become competitive RCS providers, as is generally true in any competitive market where the existing providers’ prices will be important to firms’ decisions whether to enter the market.  However, it is ultimately the customer who will make the choice among available RCS providers.  

That said, PG&E believes it is worth considering the Alternate’s view that revenue cycle services should not be unbundled as separate retail offerings.  In other markets, customers almost always pay the costs of “metering” (i.e., measuring the amount of customer consumption) and billing as part of the cost of the product or service being purchased.  For that reason, it may not make sense for a customer to choose an RCS provider who does not also provide the customer’s energy supply.  This model is consistent with the Commission’s principle that “competition in metering and billing is not an objective in itself, but a means to achieve effective competition in generation markets” (Original and Revised PDs at page 2, Alternate at page 3, all citing D.96-10-074 [page 13]).  However, the fact that revenue cycle services are generally provided on a bundled basis does not make the ESP a wholesale customer, nor are PG&E’s proposed RCS credits intended to be a wholesale price signal.  The ESP is not purchasing UDC services (distribution or RCS) for resale to the end-use customer.  To explore this concept more fully, PG&E does not oppose some further process to elicit parties’ comments.

In addition, PG&E commends the Alternate for taking into serious consideration the utilities’ costs to implement RCS credits on customers’ bills.  PG&E generally supports Commission analysis of costs and benefits as an important factor in determining how to implement electric restructuring.  In PG&E’s case, it may be less expensive to issue RCS checks to ESPs than to customers in 1999.  However, PG&E has not assessed the relative costs of providing credits to customers or ESPs later, after PG&E’s billing problem has been resolved.  Although adoption of the Alternate might mean that PG&E’s billing problem probably would no longer pose an obstacle in 1999 (as the Alternate observes on pp. 16-17), it is not necessarily true that adoption of the Alternate will be simpler or less expensive in the long term.  PG&E notes in this regard that the significant upgrading of its billing system is being driven by many new requirements, not just the requirement to have RCS credits appear on end-use customers’ bills.

IF ADOPTED, the alternate should reinstate the ORIGINAL PD’s treatment of pg&e’s billing problem, modified to accommodate the alternate’s view.

As noted above, the Original PD and the Revised PD note in Finding of Fact 8 that the parties do not dispute that customers should receive RCS credits on their bills.  Both PDs then go on to approve the bill format and, for PG&E in 1999, other means of delivering the RCS credit amounts to end-use customers.  In contrast, the Alternate does not determine whether customers or ESPs should receive RCS credits.  As a result, the Alternative neither approves a bill format nor adopts an interim solution for PG&E’s billing problem.

The purpose of Phase I is to provide direction to the utilities by mid-1998 so they can implement changes in their computer and billing systems required to provide RCS credits by January 1, 1999.  In setting forth its view that RCS credits might be paid by the UDC directly to the ESP instead of to the end-use customer, the Alternate in Ordering Paragraph 3 defers ruling on PG&E’s proposed interim solution until the Commission decides who should receive the RCS credits.  By this ruling, the Alternate so truncates the Original and Revised PDs’ treatment of PG&E’s billing problem that PG&E does not receive the direction needed to make timely computer and billing system changes.  Consequently, under the Alternate as written, PG&E would not know how to change its computer and billing systems to implement RCS credits by January 1, 1999.

At the same time, PG&E recognizes that approval of either the Original or the Revised PD’s treatment of PG&E’s billing problem would conflict with the Alternate’s view that RCS credits should be given to ESPs.  Under these circumstances, PG&E recommends that the Alternate approve an interim solution to PG&E’s billing problem in 1999, modified to accommodate the Alternate’s view, so PG&E can make timely computer and billing system changes while the Commission considers whether ESPs or end-use customers should receive the RCS credits.  More specifically, the Alternate should direct PG&E to send checks in advance to customers or to send checks monthly to ESPs, depending on whether the Commission decides that customers or ESPs should receive the RCS credits:  for the reasons given in Section II above, the Alternate should adopt PG&E’s proposed interim solution (with the conditions PG&E has agreed to) in the event the Commission decides that end-use customers should receive the RCS credits; and the Alternate should direct PG&E to send checks to ESPs monthly for 1999 in the event the Commission decides that ESPs should receive the RCS credits.  To achieve this result, Ordering Paragraph 3 of the Alternate should be revised as follows:

3.	In the event we determine that the credit should be reflected on the end-use customer’s bill rather than paid directly to the ESP that provides the specified service, PG&E’s proposal to provide checks to customers who elect revenue cycle services from competitors (with the conditions PG&E has agreed to) is not adopted at this time because we have not yet determined whether the credit should be reflected directly on the end-use customers bill or paid directly to the ESP that provides the specified service.  In the event we determine that the credit should be paid to the ESP, PG&E should issue RCS checks monthly to the ESP.
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conclusion

For the reasons set forth above, the Revised PD and the Alternate should reinstate the Original PD’s approval of PG&E’s proposed interim solution to send an advance check to each eligible customer for its 1999 RCS credits, though the Alternate should make this solution contingent on the eventual Commission determination whether RCS credits should be given to end-use customers or to ESPs.  With those modifications,  PG&E would favor the Revised PD over the Alternate, because it is better policy for the RCS credits to be given to customers than to ESPs.
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ALJ Malcolm’s Proposed Decision



Findings of Fact

14.	Requiring PG&E to submit checks to qualifying customers every 90 days (or less) will provide customers with better price information that a case where PG&E would submit checks to customers only once in 1999.

Conclusions of Law

8.	The Commission should adopt PG&E’s proposal to provide checks to customers who elect revenue cycle services from competitors during 1999 in cases where the ESP and PG&E bill the customer separately.  Where the ESP provides a single consolidated bill, PG&E should not provide a check to the customer in cases where the ESP bill identifies the credit for revenue cycle services offered by PG&E.  This arrangement because it is simple, relatively easy for customers to understand and does not unduly compromise other Commission policy objectives for the period in question.  PG&E should be required to implement credits on customer bills no later than January 1, 2000.

	9.	In cases where, during 1999, PG&E submits checks to customers subscribing to ESP revenue cycle services, the checks will be provided every 90 days or less.



Commissioner Knight’s Alternate Order

Ordering Paragraphs

3.	In the event we determine that the credit should be reflected on the end-use customer’s bill rather than paid directly to the ESP that provides the specified service, PG&E’s proposal to provide checks to customers who elect revenue cycle services from competitors (with the conditions PG&E has agreed to) is not adopted at this time because we have not yet determined whether the credit should be reflected directly on the end-use customers bill or paid directly to the ESP that provides the specified service.  In the event we determine that the credit should be paid to the ESP, PG&E should issue RCS checks monthly to the ESP.
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