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INTRODUCTION


Pacific Gas and Electric Company (PG&E) hereby submits this Response to the Administrative Law Judge’s Ruling issued by ALJ Malcolm on August 31, 1998 (August 31 ALJ Ruling).  The August 31 ALJ Ruling directs PG&E, Southern California Edison Company (SCE), and San Diego Gas & Electric Company (SDG&E) to file and serve the following no later than September 3, 1998:


“tables showing revenue cycle services credits using the methodology proposed by Enron with the following modifications:


Each credit for service to residential and small commercial customers shall be reduced by 10% to reflect the rate reduction;


The credit for each service category shall be calculated using the geographic deaveraging proposed by each utility;


The uncollectibles amounts should be those proposed by SDG&E.”�


The August 31 ALJ ruling also directs the utilities to file and serve the information, to make the format of the tables comparable to those presented by the utilities in their August 21 filings�/, and to describe the process used to derive the credits.


RESERVATIONS AND CONCERNS


PG&E’s RCS credit calculation described below is a good faith effort to respond on extremely short notice to the August 31 ALJ Ruling, but it is not adequate to support any Commission findings.  


There exists now no proper calculation of RCS credits using the fully allocated cost methodology, and PG&E would need several months—not days—to perform one.  For reasons explained by PG&E and others on the record in this proceeding, Enron’s fully allocated cost analysis is inadequate to support Commission findings (see PG&E Reply Brief, pp. 11-12; see also SCE Opening Brief, pp. 19-22, and California Coalition Of Utility Employees Opening Brief, pp. 9-12).  It is instructive that Decision 98-08-030, issued in the Gas Strategy OIR (Rulemaking 98-01-011) on August 7, 1998, ordered PG&E, SDG&E, and Southern California Gas Company to file fully-allocated cost studies for gas RCS and other functions no later than February 26, 1999.  PG&E needs the half-year lead time for that filing in order to perform a thorough, valid cost study.  What PG&E has done in three days to respond to the August 31 ALJ ruling cannot by any stretch be considered a proper fully-allocated cost calculation on which any Commission conclusion concerning electric RCS credits should be based.


PG&E is also very concerned that there be adequate due process concerning any such calculations.  This Response involves calculations that are not part of the record of this proceeding and that have not been the subject of notice and an opportunity to be heard.  ALJ Malcolm’s Proposed Decision did not include any values for RCS credits for PG&E and SCE, pending the outcome of a workshop where all parties were invited to participate in calculating credits using SDG&E’s costing methodology.  At a minimum, any effort to develop fully allocated cost based credits using this Response should include a noticed all-party workshop before an Alternate includes any credit values.  The opportunity to comment on an Alternate under Rule 77.6 does not constitute adequate due process for the use of facts which are not in evidence.


PG&E therefore urges that the attached RCS credits be considered as illustrative only. Under the circumstances of this Response, PG&E does not support these RCS credits as being calculated properly using a fully allocated cost methodology.


description of the process used to derive the credits.


Table 1 presents illustrative RCS credits for PG&E based on Enron’s fully allocated cost methodology.  The essence of the Enron methodology involves these steps:


Determine the utilities recorded costs for FERC accounts that are partially or totally related to RCS 


Allocate the recorded costs between RCS and non-RCS functions.


Escalate recorded costs to 1999 dollars.


Gross up the escalated dollars by a 27% Administrative and General Expense (A&G) factor. This factor is comprised of the following components


Applicable to labor (e.g., pensions and benefits)	20.7%


Applicable to managerial effort (e.g., A&G salaries and office expenses)	6.3%


Convert annual dollars to unit costs (e.g., dollars per meter per month).


PG&E repeated Steps 1 through 4 and summarized the results in Table 2.


To perform step 5, PG&E scaled up the credits that it sent to the Commission on September 1 to comply with the ALJ’s Proposed Decision (PD) compliance procedure. This approach is similar to the procedure for long run marginal cost (LRMC) ratemaking that Enron describes in it’s April 13, 1998 testimony.  The scalars are the ratio of Enron’s fully allocated cost (as summarized in Table 2) divided by avoided cost revenues (computed in PG&E’s workpapers) for each RCS function. 


For the meter ownership and meter services functions, PG&E started with Enron’s estimates of fully allocated costs and removed meter installation costs. PG&E assumes that meter installation costs will be addressed in the line extension proceeding as described in the PD. The scalars for the RCS functions are shown below.


Meter Services (Electric)	1.096


Meter Reading (Electric and Gas)	1.328


Billing & Payment - Partial ESP Consolidated Billing	1.342


Billing & Payment - Full ESP Consolidated Billing	1.288


For the Billing and Payment function, PG&E excluded uncollectible expenses from the scalar calculation. Instead, PG&E added the uncollectibles credit as calculated by the SDG&E methodology. Also, PG&E included its customer inquiry avoided cost revenues in the Billing and Payment scalar calculation since these costs are traditionally recorded in FERC account 903 along with billing expenses.


This exercise has highlighted two important points.  First, as can be seen in Table 2, PG&E’s avoided cost methodology accounts for 80% of the embedded costs (excluding A&G salaries) as projected by Enron even at the 10% market penetration level.  Second, the scalar includes unavoidable costs such as corporate overhead.
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CONCLUSION


For the reasons set forth above, PG&E urges the Commission to consider these credits as illustrative only and not adequate to support any Commission conclusions about RCS credit values. 
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� /	In accordance with the Administrative Law Judge’s Ruling issued by ALJ Malcolm on August 13, 1998, PG&E submitted its August 21 Response to the assigned ALJ, to the Energy Division, and to all active parties, but PG&E did not file its Response.
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