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INTRODUCTION


Pursuant to Rule 77.5 of the Commission’s Rules of Practice and Procedure, Pacific Gas and Electric Company (PG&E) submits its Reply Comments on the Proposed Decision (PD) issued by Administrative Law Judge (ALJ) Kim Malcolm on August 13, 1998, in Phase II of this consolidated Revenue Cycle Services (RCS) Credits Proceeding.   These Reply Comments respond to the September 2 Comments of TURN and UCAN regarding new meter installations, of Southern California Edison Company (SCE) regarding energy service provider (ESP) fees, of San Diego Gas & Electric Company (SDG&E) regarding market penetration levels, and of Enron regarding fully allocated cost studies for revenue cycle services.


WITH REGARD TO NEW METER INSTALLATIONS, PG&E OPPOSES TURN/UCAN’s PROPOSED MODIFICATION AS A CONCLUSION OF LAW BUT NOT IN SUBSTANCE. 


As stated in its initial Comments, PG&E believes the record here does not warrant a conclusion that existing line extension rules provide a competitive advantage to the incumbent utilities with regard to meter installations at new locations, but at the same time PG&E is not opposed to the Commission reviewing the line extension rules in the Line Extension OIR (Rulemaking 92-03-050) to determine in fact whether new customers under all circumstances are financially indifferent to whether PG&E provides the meter, and if they are not, then what action (if any) the Commission should take.  PG&E therefore proposed the following modifications to Findings of Fact 9 and 10:


9.   Existing line extension rules provide a competitive advantage to the incumbent utilities with regard to meter installations at new locations.


10.   The record in this proceeding does not provide enough information to determine whether existing line extension rules provide a competitive advantage to the incumbent utilities with regard to meter installations at new locations or to resolve issues relating to how to change existing line extension rules affecting competitive markets and how changes should be implemented.


In their Comments, TURN and UCAN urge the Commission to explicitly identify as an issue deferred to the Line Extension OIR the calculation of extension allowances based on net revenues that exclude RCS revenues, and to provide specific guidance on the material the utilities must present in the Line Extension OIR.  To these ends, TURN/UCAN proposed the following modification to Conclusion of Law 6:


6.   The Commission should direct each Applicant to propose in R.92-03-050 changes to line extension rules and related ratemaking which would eliminate any competitive advantage the utility may have under existing rules in markets for new meter installations, and which would remove revenues associated with unbundled revenue cycle services from the “net revenues” used to calculate line and service extension allowances.  The proposed changes shall include, at a minimum: the changes that would be necessary in order to exclude the meter from the equipment covered by allowances under the current line and service extension rules, and to remove any associated revenues from the calculation of the allowance; and a demonstration of how the utility would remove RCS-related revenues from the distribution revenues currently used to calculate the extension allowance, prior to dividing the “net revenues” by the cost of service factor.


 


Consistent with PG&E’s proposed modification of Findings of Fact 9 and 10, PG&E opposes TURN/UCAN’s proposed modification of Conclusion of Law 6 as going well beyond the record in this proceeding.  However, PG&E does not oppose the substance of TURN/UCAN’s proposed changes to the line extension rules, provided they are addressed in the appropriate proceeding on an adequate record; in fact, PG&E finds merit in TURN/UCAN’s proposed approach and may well support it in the appropriate proceeding.  


PG&E therefore continues to urge the Commission not to reach any findings or conclusions on the undeveloped record in this proceeding, other than to refer the matter of further line extension rule changes to the Line Extension OIR.  This outcome can best be achieved by adopting PG&E’s proposed modification of Findings of Fact 9 and 10 and keeping Conclusion of Law 6 as written  in the PD.


THE COMMISSION SHOULD NOT DELAY IMPLEMENTATION OF ESP FEES IN LIEU OF OFFSETS.


PG&E proposed that the Meter Ownership and Billing and Payments credits include offsets for costs incurred by PG&E.  The PD finds these incremental costs to be reasonable but concludes they should be recovered through fees to ESPs rather than through offsets to RCS credits, and that the proposed ESP fees should be filed by advice letter within 20 days of the Commission’s decision (page 15).  SCE recommends in its Comments on the PD that there be only one proceeding to consider such fees, suggesting that the proceeding be the as-yet-unscheduled Direct Access fee proceeding.  


While understanding SCE’s concern that consideration of ESP fees may be fragmented among proceedings, PG&E supports the PD’s plan to advice file certain ESP fees in lieu of offsets to RCS credits.  The advice letter approach should ensure that the incremental costs to be reflected in these fees ( costs which the PD finds to be reasonable ( will begin to be collected at the same time the RCS credits begin to be distributed.  Deferring these ESP fees until the Direct Access proceeding probably would delay their implementation until well after the RCS credits have gone into effect.  Since the incremental costs to be recovered by these ESP fees are linked to the avoided costs reflected in the RCS credits, PG&E believes that both the fees and the credits should go into effect at the same time.


MARKET PENETRATION LEVELS UNDER 10 PERCENT DO NOT AFFECT RCS CREDIT CALCULATIONS.�


The PD directs the utilities “to modify their rates according to the number of direct access customers they serve as of the latest date for which information is available preceding the filing of the tariffs required by this order” (page 18).  SDG&E in its Comments on the PD makes the point that penetration assumptions should not change for the SDG&E credits calculated for this PD unless and until penetration exceeds the 10 percent threshold.  SDG&E’s point applies equally to PG&E credits.  That is, there will be no reason for PG&E to modify the RCS credits according to the latest market penetration information unless the market penetration exceeds 10 percent. 


Fully allocated costs FOR Revenue Cycle services will be appropriate only if and when the Legislature and the Commission decide that The utility Is neither obligated to provide those services nor subject to rate regulation for those services. 


Enron in its Comments on the PD asks that the PD be modified to require the utilities to file applications by February 1, 1999, fully unbundling their RCS costs from their distribution rates.  Such a fully allocated cost study is not appropriate at this time.  (See PG&E Reply Brief, pp. 8-9.)


Revenue cycle services are not fully competitive because the utility still has the obligation to provide these services to all customers at rates regulated by the Commission.  Since revenue cycle services are only partially competitive (i.e., ESPs may compete against the regulated utility), it is appropriate that the utility pass on to customers in the form of credits the net cost savings that the utility can reasonably be expected to realize as a result of customer choice.  Only when a service is fully competitive ( meaning all parties including the utility are free to enter and exit the market and to price the service at will, without being subject to Commission regulation ( is it appropriate to consider fully allocated costs.  This was the situation in the cost separation decision (Decision 97-08-056), where fully allocated cost separation of the generation function was appropriate because electric industry restructuring had relieved the utilities of their obligation to provide generation and had replaced Commission regulation of generation prices with market pricing through the Power Exchange.  This is not the situation here with revenue cycle services. 


///


To address the issue of whether and when electric revenue cycle services should become fully competitive, as well as related questions about emerging competition for both electric and gas utility distribution services, PG&E has recommended in its pending 1999 General rate Case (Application 97-12-020) that the Commission institute a rulemaking (see GRC Exhibit 24, pp. 2-24 to 2-26).  The purpose of the rulemaking would be for the Commission to provide clear guidance on which utility distribution services can and should be partially competitive or fully competitive, how they should be unbundled, and what form of regulation (if any) should apply.  PG&E believes that this suggested plan is the best way for the Commission to address the concerns raised in various proceedings by Enron and others about competition and unbundling. 
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