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REPLY COMMENTS


OF THE OFFICE OF RATEPAYER ADVOCATES


ON THE REVISED PROPOSED DECISION OF ALJ MALCOLM


AND PROPOSED ALTERNATE ORDER OF


COMMISSIONER KNIGHT REGARDING PHASE I ISSUES





The Office of Ratepayer Advocates (ORA) of the California Public Utilities Commission (Commission), pursuant to the Commission’s Rules of Practice and Procedure, respectfully submits these Reply Comments on the Revised Proposed Decision of Administrative Law Judge (ALJ) Malcolm and the Proposed Alternate Decision of Commissioner Knight regarding unbundling of revenue cycle components for electric industry restructuring, in Phase I of this proceeding.  These Reply Comments are in response to the opening comments on these proposed decisions filed on June 25, 1998, by Pacific Gas and Electric Company (PG&E), Southern California Edison Company (SCE), Enron Corp. (Enron), and the University of California, California State University, and California Department of General Services (UC/ CSU/ DGS).


ORA did not file opening comments on these proposed decisions because (1) the Revised Proposed Decision of ALJ Malcolm did not raise issues that constitute technical, legal, or factual error, and (2) it is ORA’s understanding the Proposed Alternate Decision of Commissioner Knight would result in a decision asking parties to parties to comment on certain questions, but that the issuance of the alternate decision does not require parties to immediately answer these questions.  ORA has no objection to the solicitation of further comments, under the context underlying the alternate decision that the implementation of revenue cycle unbundling credits would still occur on January 1, 1999.  However, issues raised in other parties’ opening comments lead ORA to respond.


THERE SHOULD BE NO DELAY IN APPROVAL OF REVENUE CYCLE UNBUNDLING CREDITS IN THIS PROCEEDING


Credits Resulting From This Proceeding Should Be Reflected in Customers’ Bills


The comments of PG&E, SCE, and UC/ CSU/ DGS all appear to prefer that the revenue cycle unbundling credits resulting from this proceeding should be reflected in customers’ bills, as anticipated by D.97-05-039:  “appropriate cost savings should be reflected in a customer’s bill.”  (D.97-05-039, mimeo at 17)  ORA agrees that these credits should be received by customers, not by Energy Service Providers (ESPs), for reasons including those stated by PG&E, SCE, and UC/ CSU/ DGS.  The intent of electric restructuring is to provide lower cost to consumers, not to subsidize ESPs.  A critical reason also is that D.97-05-039’s Ordering Paragraph 5 requires that this proceeding ensure that customers are not charged by the distribution utilities for those revenue cycle services.  Even though the need for consumer protection is prominent among the questions posed by Commissioner Knight’s alternate decision, Enron’s arguments that the credits should be received by ESPs do not provide adequate assurance that customers will actually receive the intended benefits.  ORA does agree with Enron that unbundling the revenue requirement associated with revenue cycle services is an important goal as the market becomes established, and that this process should be started as soon as possible so that it can be implemented when the market is sufficiently developed.


The Issues Raised By Opening Comments Go Beyond The Scope Of This Proceeding


The preliminary discussions in PG&E’s, SCE’s, Enron’s, and UC/ CSU/ DGS’s opening comments of the issues posed in Commissioner Knight’s alternate decision highlight some of the complex issues that would arise if the Commission anticipated a change in the fundamental principle that customers should receive the revenue cycle unbundling credits through their bills.  These opening comments further make it apparent that the issues would go beyond those anticipated in Commissioner Knight’s questions.  In particular, requiring the utilities to pay the credits to ESPs rather than reflecting the credits in customers’ distribution rates would raise the issue of whether the ESP has then become a contractor to the utility.  Exploring this issue would raise a number of questions about how the relationships among market participants should be defined, and these questions (including those raised in parties’ opening comments) should be explored in a broader context than that envisioned in the alternate decision.


Such an examination would reveal that the distinction between revenue cycle services and ESPs is not as clearly a wholesale relationship as the alternate decision portrays.  One need only look at some of the metering agents’ and billing agents’ Internet sites (e.g., www.cellnet.com and www.connext.com) to see that these agents see the end-use customer as being part of their markets.  Even if one could not buy metering or billing services independently of other energy services, it would not mean that these services will need to be rebundled by ESPs.  At McDonalds, one cannot buy a “super-size” without buying an “extra value meal”, but it does not become appropriate for McDonalds to charge customers for the “super-size” and credit a different retailer for the cost if it is not actually used by the customer – similarly, it will not be appropriate for a utility to charge a customer for revenue cycle services if it does not provide them, on the premise that the utility would give the credit to a different supplier in the market.  Customers will select how they receive revenue cycle services by choosing among different ESPs’ service offerings, and thereby exercise customer choice independently of what an ESP chooses to offer.


THE UTILITIES SHOULD NOT BE REQUIRED TO PERFORM UNNECESSARY BUSINESS SYSTEMS DEVELOPMENT


PG&E and SCE both ask the Commission to not require them to undertake unnecessary development of software systems that would be needed if the Commission were to postpone affirming that credits should go to end-use customers.  ORA agrees.  The utilities are currently making a number of changes to their systems to allow the direct access market to grow, and this implementation work should not be slowed down by adding new requirements to support options for later decision-making, without clear benefits.  If the Commission does choose to explore broad issues such as the future roles among market participants, it should ask the utilities to prioritize their implementation work so that tasks are completed first that are clearly required regardless of the Commission’s ultimate decision on who receives the revenue cycle credits.


THE ORIGINAL PROPOSED DECISION’S 1999 BILL FORMAT IS APPROPRIATE


In addressing PG&E’s apparent need to deal with system limitations during 1999, the original proposed decision approved PG&E’s request to provide a single up-front payment to participating customers.  If the form of payment is for PG&E to send checks to customers, ORA agrees with the request in PG&E’s opening comments that checks should not be required quarterly.  Beyond the reasons cited by PG&E, ORA is concerned that credits for small monthly amounts will add up to only small checks if they are provided quarterly, that customers would ignore the small checks, and that then the participating customers would not actually receive the benefit that are intended to receive.  ORA prefers payment through credits to customers’ bills, which would alleviate this concern.


ORA disagrees with Enron’s repeated request regarding ALJ Malcolm’s revised proposed decision that four line items for revenue cycle services should appear on customers’ bills in 1999.  Although ORA agrees with the revised decision’s order to write the utilities’ software to handle four line items later in case it later becomes necessary, while ordering only one line item for 1999, Enron’s request simply reargues an issue that has been thoroughly considered by the ALJ and does not offer any reasons (let alone new 
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�
reasons) for its position.  Instead, Enron’s comments on Commissioner Knight’s alternate decision argues at length that customers do not need to see detail about revenue cycle services credits on their bills from the utilities.


Respectfully submitted,





/s/      JAMES E. PRICE


—————————————


James E. Price


Project Manager
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Phone: (415) 703-1797
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CERTIFICATION OF REPLY COMMENTS


	


Attached hereto as Exhibit A are true and correct Reply Comments prepared by the Office of Ratepayer Advocates on the Revised Proposed Decision of Administrative Law Judge Malcolm and the Proposed Alternate Order of Commissioner Knight regarding Phase I Issues in the above-captioned proceeding.





Respectfully submitted,





/s/      ANDREW ULMER
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Andrew Ulmer


	Staff Counsel
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