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The Office of Ratepayer Advocates (ORA) respectfully submits these comments on Administrative Law Judge (ALJ) Weissman’s Proposed Decision (PD) of February 14, 1997, concerning the unbundling of revenue cycle services.  ORA encourages the Commission to adopt the PD with minimal, if any, modification, and suggests ways in which the Commission may choose to further pursue the goals of the PD.


The Proposed Decision Appropriately Reflects the Record


ORA and a large number of other parties have consistently supported the unbundling of revenue cycle services, and ORA has offered recommendations that are consistent with the findings of the PD. The PD is soundly based on the positions of these parties, and appropriately reflects the record as a whole. ORA’s comments and testimony are available in the record and will not be repeated here. 


The PD promotes sound goals, which ORA strongly supports. Allowing energy suppliers to provide consolidated bills (including the utility’s charges) can encourage suppliers to serve small customers, for whom lower volumes provide fewer opportunities to profit on commodity sales alone (PD, p. 7). Although economies of scale could be produced by mass purchases of nearly any consumer product, allowing customer choice instead provides greater incentives for technological innovation, greater opportunity for providing value-added service, and a greater likelihood that competitive forces will keep prices low (PD, p. 9).  Allowing the offering of value-added services creates a potential means of encouraging firms to provide direct access opportunities to lower volume customers (PD, p. 10).  Finally, resolving the implementation issues involved in creating these opportunities is within the Commission’s capabilities, as evidenced by its experience in arbitrating and reviewing interconnection agreements for local telecommunications services (PD, p. 12)


Overall, ORA appreciates the PD’s endorsement of these positions.


The Proposed Decision is Consistent with AB 1890


One of the requirements for CPUC decision-making on electric industry restructuring is compliance with Assembly Bill (AB) 1890, of 1996. Beyond the PD’s sound foundation in the record of this proceeding, it is fully supported by the Legislature’s statements of intent in AB 1890. Section 330(k) states:


“In order to achieve meaningful wholesale and retail competition in the electric generation market, it is essential to do all of the following:


(1)  Separate monopoly utility transmission functions from competitive generation functions, through development of independent, third-party control of transmission access and pricing.


(2)  Permit all customers to choose from among competing suppliers of electric power.


(3)  Provide customers and suppliers with open, nondiscriminatory, and comparable access to transmission and distribution services.”


This reference to “retail competition”, as distinguished from wholesale competition, indicates that the Commission should not stop in its restructuring efforts with the creation of the wholesale-level institutions of the Independent System Operator and Power Exchange.  As the PD observes, the record states the conclusion of most parties that revenue cycle unbundling is necessary in order to “permit all customers to choose from among competing suppliers of electric power.”  Section 330(n) further states the Legislature’s intent that:


“Opportunities to acquire electric power in the competitive market must be available to California consumers as soon as practicable, but no later than January 1, 1998, so that all customers can share in the benefits of competition.”


Thus, the Legislature attaches similar urgency to taking necessary steps to ensure that all customers can share in the benefits of competition. As concluded by most parties, revenue cycle unbundling is one of those steps.


Other sections of AB 1890 could be cited for further support of the PD’s consistency with the legislation. These are analyzed in ORA’s January 21, 1997, comments.


ORA Offers Minor Changes to the Proposed Decision Which would Further Pursue Its Goals


ORA supports the PD’s fundamental principles, acknowledging revenue cycle unbundling as an essential part of electric industry restructuring.  The suggestions that ORA offers below are meant as possible ways of furthering the PD’s goals, and do not diminish ORA’s overall endorsement of the PD.


In Situations Where the Utility Distribution Company No Longer Sends a Monthly Bill the Customer  Should Be Credited With the Postage Costs


First, the PD postpones implementation of credits until April 1997 to reflect costs that are avoided when a competing energy service provider (ESP) takes on a task that was formerly performed by the utility distribution company (UDC). In circumstances where the UDC no longer needs to send a monthly bill, there should be little dispute that the UDC no longer incurs its original cost for postage.  Therefore, in such circumstances, a credit of 26 cents per customer per month could become effective in January 1998, while other credits are considered for adoption in April 1998.  (See San Diego Gas and Electric’s December 20, 1996, Comments, pp. 28-30 and ORA Comments for further support of such credits.)


The Commission Should Endorse ORA’s Proposed Functional Separation For Cost Analysis


ORA’s second suggestion is that the Commission’s future deliberations on credits could benefit from endorsement in this decision of ORA’s proposed functional separation for cost analysis.  ORA’s December 20, 1996 comments (pp. 7-10) distinguished between monopoly UDC functions (called the “Wires Company”) and competitive functions for which ORA coined the term “ServiceCo”).  In the context of the typically available choices (generation, transmission, distribution, public purpose, CTC, and other programs), revenue cycle activities are much more related to generation than they are to any or all of the others, yet they are not part of energy production itself.  The Wires Company’s distribution costs are dominated by capacity issues, not real-time energy issues, and the Wires Company would be no worse off if it charged for its services wholly by some combination of fixed charges, for the connection and for each particular size of connection.  In contrast, the metering and billing needs of its generation marketing activities (ServiceCo) are much more complicated and costly.  Distinguishing the ServiceCo from the Wires Company in the Commission’s decision could provide the parties with useful guidance in completing the cost analyses ordered by the PD.


In conclusion, the PD appropriately reflects the record and is based on appropriate policies, and should be adopted by the Commission.  If any changes are made by the Commission, they should not change the PD’s overall findings and should aim instead at furthering its goals.
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