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INTRODUCTION

Q  � seq Q �1�	Have you reviewed the testimony of other parties in this proceeding?

A  � seq A �1�	Yes.

Q  � seq Q �2�	Do you have any rebuttal to that testimony to offer?

A  � seq A �2�	Yes, PG&E’s rebuttal testimony for Application 96�12�009, Chapter 4, Sections A through H, and the related portions of the February 14, 1997, Supplemental Testimony are provided below.

RATE PROPOSAL

Q  � seq Q �3�	On page 20, California Industrial Users (CIU) states that PG&E’s rate proposal does not meet the requirements of AB 1890.  Is PG&E’s proposal in compliance with AB 1890?

A  � seq A �3�	Yes.  CIU asserts that PG&E’s proposal to divide the bill into functional parts is not in compliance with AB 1890.  Instead, CIU believes that rates must be functionalized and charges by function calculated and placed on the bill.  In support of its position, CIU quotes Section 368(b) of AB 1890 as follows:

The cost recovery plan shall provide for identification and separation of individual rate components such as charges for energy, transmission distribution, public benefits programs, and recovery of uneconomic costs.

However, the Commission should also consider the following sentence from the same paragraph when determining if PG&E is in compliance:

The separation of rate components required by this subdivision shall be used to ensure that customers of the electrical corporation who become eligible to purchase electricity from suppliers other than the electrical corporation pay the same unbundled component charges, other than energy, a bundled service customer pays.

	Thus, the legislative objective is clearly stated.  PG&E’s proposal ensures “that customers of the electrical corporation who become eligible to purchase electricity from suppliers other than the electrical corporation pay the same unbundled component charges, other than energy, a bundled service customer pays,” and therefore meets the requirements of the legislation.

Q  � seq Q �4�	Do proposals offered by Southern Energy Retail Trading and Marketing (Southern) (p. 4) and the Office of Ratepayer Advocates (ORA) (p. 26) meet the above-stated criteria?

A  � seq A �4�	No, not in my opinion.  To explain why, the following discussion begins with a discussion of PG&E’s proposal (Table 1), a description of ORA’s concern and proposal (Table 2), and an example showing the flaw in ORA’s proposal (Table 3).  ORA provides the following illustrative example based on PG&E’s testimony:



�TABLE 1������������Total Price For:�FS�Nongen�PX�ESP�CTC�DA����(a)�(b)�(c)�(d)�(e)�(f)���FS, Hour A�10�2�	2.5�	n/a�	5.5�n/a���DA, Hour A�10�2�	2.5�	2�	5.5�	9.5���FS, Hour B�10�2�	25�	n/a�	-17�n/a���DA, Hour B�10�2�	25�	20�	-17�	5������������Notes:	���������(a) = Full-service (FS) utility bill.���(b) = Nongeneration (nongen) costs = transmission + public purpose programs + distribution).���(c) = Power Exchange (PX) price.���(d) = Energy Service Provider (ESP) price.���(e) = Competition Transition Charge (CTC) = (a)-(b)-(c).���(f) = Direct Access (DA) total price = (b)+(d)+(e).�����������	PG&E’s proposal is reasonable because, in the same hour, both the direct access and full-service customers pay the same charges other than energy (i.e., those charges found in (b) and (e)).  ORA (p. 27) and Southern (p. 2) explain that PG&E’s pricing is inappropriate because it results in total prices for direct access customers that are lower in high cost hours than in low cost hours.  For example, under PG&E’s proposal as shown in Table 1, the total cost to the direct access customer is higher in Hour A when the PX price is low.  As an alternative, ORA proposes the mechanism shown in Table 2 where the CTC is preset at a monthly average equal to 5.6 cents determined with a class average load template.

����TABLE 2������������Total Price For:�FS�Nongen�PX�ESP�CTC�DA����(a)�(b)�(c)�(d)�(e)�(f)���DA, Hour A�n/a�2�n/a�	2�5.6�	9.5���DA, Hour B�n/a�2�n/a�	20�5.6�	27.6��As seen by comparing Table 1 and Table 2, a direct access customer, rarely if ever, would pay the same charges the bundled service customer pays (other than energy) on an hour-to-hour basis.�  If full-service and the direct access customers pay differing non-energy charges, PG&E believes cost shifting would result.

Q  � seq Q �5�	ORA states that its methodology, when viewed monthly, ensures no cost shifting.  Do you agree?

A  � seq A �5�	No.  The flaw in ORA’s proposal is that the CTC rate (5.6 cents in the previous example) would be developed based on a schedule average load profile.�  By applying the average CTC rate to a customer with a better than average load profile, the customer pays too little CTC.  On the other hand, a customer with worse than average characteristics pays too much CTC.  PG&E’s proposal addresses this problem directly.  

Q  � seq Q �6�	Please provide an illustration of the shortcomings of ORA’s proposal.

A  � seq A �6�	Assume the customer in line 1 in Table 3, below, is part of a rate group whose aggregate characteristics yield a PX price equal to 2.4 cents.  Accordingly, this line illustrates the customer’s total full-service price and contribution to CTC for the month.  Assume that this same customer actually has a better than average load profile and could obtain power from an ESP buying power out of the PX for 2 cents simply by virtue of installing an hourly meter that records the customer’s actual load profile.  Line 2 of Table 3 provides an illustration of the charges paid by this same customer after installing an hourly meter and electing direct access (note the customer has not modified its pattern of use) under PG&E’s proposal.  The direct access customer has not received a benefit because the only change made in line 2 is that an hourly meter has been installed.  In other words, had all customers been required to have an hourly, or real time meter (RTM), the CTC payment in line 2 and the total payment would be correct for this direct access customer.  This is an appropriate result because installing an RTM, and taking no further action, is not intended to provide a benefit under direct access.  

Now assume the customer goes to a second ESP.  Rather than paying the 2 cent price, which only results from installation of an RTM, the second ESP sells power for 1.5 cents reflecting an incrementally lower overall supply cost.  Line 3 of Table 3 depicts this scenario under PG&E’s proposal.  Again, the direct access customer is properly benefiting 0.5 cents from a lower cost supply—but does not benefit from the 0.4 cents that is merely the result of the installation of an RTM.

In line 4, ORA’s method is applied and a PX price of 2.4 cents is retained.  Here, even though the first ESP provides a 2�cent rate which does not reflect an overall lower supply cost, the direct access customer receives a benefit of 0.4 cents solely because an RTM is installed.  In line 5 of Table 3, the ORA method is tested relative to the lower supply cost of 1.5 cents.  In this case, the customer receives a total direct access benefit of 0.9 cents when only the 0.5 cent lower-cost supply savings should be reflected.  

����TABLE 3������������Total Price For:�FS�Nongen�PX�ESP�CTC�DA����(a)�(b)�(c)�(d)�(e)�(f)���(1) FS�10�2�	2.4�n/a�5.6�n/a���(2) DA�10�2�	2�	2�6.0�	10���(3) DA�10�2�	2�	1.5�6.0�	9.5���(4) DA�10�2�	2.4�	2.0�5.6�	9.6���(5) DA�10�2�	2.4�	1.5�5.6�	9.1��In summary, PG&E’s method ensures that direct access customers with RTMs pay non-energy charges consistent with their metered-hourly usage.  Thus, this method similarly ensures direct access customers and full-service customers pay the same non-energy charges assuming each had similar hourly metering.  ORA’s method, which allows a credit to a direct access customer’s bill based on an average load template rather than the customer’s actual load, allows the customer to achieve energy cost savings without acquiring lower cost power.  PG&E believes crediting a customer’s bill for purposes of direct access using an average load template is inappropriate where more correct hourly information is available.  Clearly, such approaches to determining a direct access customer’s non-energy bill during the transition would set a poor precedent in the future when increased use of RTMs is expected.

Q  � seq Q �7�	Why does PG&E’s methodology establish total direct access costs that are lower in a peak hour than they would be in a lower cost hour?

A  � seq A �7�	Under PG&E’s proposal, the final price to a direct access customer will be lower than the utility full-service price by the amount the ESP’s price for energy is lower than the PX price.  Where the ESP can offer energy at a large savings—say 5 cents—the direct access customer’s bill will be 5 cents lower than the full-service customer bill.  Therefore, if the full-service customer bill was only 10 cents, the direct access customer’s total cost would only be 5 cents.  While this method provides the proper incentive to get a lower cost supply, it would not yield direct access total costs that move up and down directly with changes in the PX cost.

Q  � seq Q �8�	Is this a fatal weakness in PG&E proposal?

A  � seq A �8�	No.  PG&E believes that the primary objective of direct access should be to allow customers to benefit solely as a result of obtaining a lower cost supply.  PG&E’s proposal ensures that differences in supply cost are the reflected in a direct access customer’s total bill.

Q  � seq Q �9�	Given PG&E’s position as described above, is PG&E opposed to using average load templates to enable residential customers to elect direct access even though they do not install an RTM?

A  � seq A �9�	No.  PG&E advocates the use of average load templates in the residential class where hourly meters are not likely to be prevalent.  PG&E believes, however, that where load is metered hourly, this more accurate information should be used.  

Q  � seq Q �10�	Has Southern made a proposal similar to the ORA proposal described above?

A  � seq A �10�	Yes.  Southern develops a similar proposal except requests that the CTC rate be set based on a 12�month PX price forecast (p. 4).  Southern’s proposal is faulty for the same reasons discussed above for ORA’s proposal.  

Q  � seq Q �11�	ORA (p. 25), the California Energy Commission (CEC) (p. 6) and Southern (p. 2) all question PG&E’s proposal because it does not lend itself to a beneficial rate option for Virtual Direct Access (VDA).  Is this a valid concern?

A  � seq A �11�	Yes.  It is a valid concern because of the significant discussion associated with VDA in the early policy decisions as noted beginning on page 4�8 of the application.  However, options to customers must be considered based upon the circumstances today.  These circumstances include the rate freeze and the mandates of legislation.  PG&E considers its proposal to be the most consistent with legislation because it confirms the basis for competition should be the cost of energy.  PG&E does not believe it is reasonable to design a rate methodology which ignores this principle� in order to create a viable VDA option.  As a result, VDA provides no benefits to customers who shift load.

Q  � seq Q �12�	Is PG&E’s reasoning with regard to VDA unique?

A  � seq A �12�	No.  For example, PG&E has included as Attachment A to this chapter a portion of a transcript from the prehearing conference from Phase 2 of the CTC proceeding held on January 21, 1997.  Beginning on page 84, the attorney for the CEC, Ms. Jubien, expresses concern over the utilities’ proposals for VDA because the proposals would not produce benefits for customers who shift load to low cost hours.  On page 86, Commissioner Conlon stated he viewed the VDA option envisioned by the CEC as a matter that “we’d have to pursue with the Legislature.”

Q  � seq Q �13�	Several parties including California Large Energy Consumer’s Association (CLECA) (p. 29), Cogeneration Association of California (CAC) (p. 19�20), CIU (p. 18�22), the Department of Defense (DOD) (p. 28) and Southern (p. 9) propose that PG&E functionalize its rates and determine the functional portion of each bill with those functionalized rates.  Is the reasoning provided by these parties sufficiently compelling to require the use of functionalized rates for billing?

A  � seq A �13�	No.  Most parties simply state that functional rates would be more accurate, and therefore, are more appropriate.  While this is not an unreasonable concern, it is not sufficient reason to require this change given a January 1, 1998, direct access implementation date.  Another concern was that PG&E’s proposal would deny customers information that may facilitate decision making as the market place develops.  In response to this concern, PG&E believes its proposal, which requires a statement of PX costs on customer bills, provides the information necessary for customers to make competitive energy supply decisions.  PG&E offers additional details concerning its plans to functionalize rates in the rebuttal testimony of David L. Harrison.

Q  � seq Q �14�	Are there more specific concerns regarding the adequacy of PG&E’s proposal that you wish to respond to in rebuttal?

A  � seq A �14�	Yes.  I would like to respond to representations of PG&E’s proposal made by CIU and Southern.  

Q  � seq Q �15�	CIU states that it is essential that customers are aware of the CTC component in their rates so they can plan accordingly for 2002 when most CTC will be eliminated from rates (p. 19).  Has CIU misrepresented the impact of PG&E’s proposal dealing with CTC?

A  � seq A �15�	Yes.  CIU summarizes a PG&E response to a Department of Defense Data Request in Exhibit AC�1.  In particular, CIU states that for a randomly selected E�20P customer, transmission and distribution components would be overstated by more than 20 percent, leading to a serious underestimation of CTC.  In point of fact, under PG&E’s proposal CTC is 38 percent of the bill, and when billing with functionalized rates, CTC is 41 percent of the bill.  This hardly constitutes a serious underestimation of CTC.  Further, since the percentages derived under PG&E’s proposal are representative of the schedule average, no systematic bias results from PG&E’s proposal.  

Q  � seq Q �16�	Does the Commission need to be concerned that PG&E’s proposal to divide charges by function does not produce the same exact results as functionalized rates?

A  � seq A �16�	No.  The Commission needs to assure all similarly situated customers are treated equally.  Under PG&E’s proposal, all similarly situated customers will have the same mechanisms used to divide their bills, and will therefore be treated equally.  These methods have been described in detail in Chapter 4 of the application, as supplemented by testimony filed on February 14, 1997.

Q  � seq Q �17�	Southern (p. 9) expressed concern that E�20 secondary voltage transmission rates were over four times greater than those of E�20 transmission voltage transmission rates and nearly three times greater than those of E�20 primary voltage transmission rates.  Southern felt that this variation in transmission rates provided an inappropriate price signal and was adequate reason to functionalize rates.  Do you agree with this characterization?

A  � seq A �17�	No.  To confirm that transmission rates do vary across voltage levels, PG&E reviewed average transmission rates from page SRH�11 of the revenue allocation workpapers which were consistent with the December 6, 1996 rates Southern used for its analysis.  The revenue allocation results are summarized below.

Schedule�Transmission Rate�Multiplier to Equal Secondary��E20 T Firm�$0.0011�6.09��E20 P Firm�$0.0023�2.91��E20 S Firm�$0.0067�1.00��Q  � seq Q �18�	What can you conclude from a comparison of Southern’s analysis and PG&E’s workpapers?

A  � seq A �18�	Southern believes that the transmission rates should be the same across all voltage levels, thus indicating an error in PG&E’s rate proposal.  PG&E’s revenue allocation results, to the contrary, demonstrate that average transmission rates can vary substantially across all voltage levels and are easily within the range of Southern’s analysis.

BILL CONTENT

Q  � seq Q �19�	Does the testimony provided by various parties propose expanding on the list of items PG&E intends to display on customer bills?

A  � seq A �19�	Yes.  Testimony by the CEC (p. 25) proposes to place off-peak energy cost, on-peak energy cost, PX cost, and settlement costs on the bill.  San Diego Gas and Electric Company (SDG&E) proposes to add nuclear decommissioning and the rate reduction bond surcharge to the list PG&E has proposed.  CAL-SLA (Table 1) wishes to see a breakdown similar to SDG&E, by average cost as well as total, expanded to provide usage, facilities costs and customer costs.  California Farm Bureau (CFB) (p. 9) proposes separate line items for the PX price and for separate services such as spinning reserve.  Finally, The Utility Reform Network (TURN) (p. 19) proposes separate line items for distribution (wires) and customer service charges.  In addition, TURN proposes a breakdown of CTC on the bill, or in a bill insert.

Q  � seq Q �20�	Is PG&E satisfied that its original proposal for bill content meets the requirements of the legislation?

A  � seq A �20�	Yes.  AB 1890, Section 392(c)(1), requires only that electrical corporations disclose on customer bills two items:  (1) the total charges associated with transmission and distribution, including that portion comprising the research, environmental, and low income funds, and (2) the total charges associated with generation, including the competition transition charge.  PG&E has expanded on this requirement to show PX energy, CTC and other nonbypassable charges, transmission, distribution, and public purpose programs.  

Q  � seq Q �21�	Has CAL-SLA misstated PG&E’s intent to show CTC separately on bills?

A  � seq A �21�	Yes, on page 6, CAL-SLA stated that it “does not agree with PG&E’s lumping the two components [(generation and CTC)] together.”  PG&E would like to note that while generation (which PG&E refers to as PX energy) and CTC are lumped together in Appendix 4B, PG&E proposes to show PX energy and CTC and other nonbypassable charges separately on bills once the PX price is known as described on page 4�5 of the application.

Q  � seq Q �22�	Does PG&E plan to consider the bill content proposals of other parties?

A  � seq A �22�	Yes.  Because of the short turn-around time on rebuttal testimony, PG&E has not had a chance to consider the feasibility of any of the proposals offered by the parties.  PG&E will take the following points into consideration when investigating the feasibility of the proposals of other parties.

Space on the bill is limited and careful consideration should be given to those items selected.  For example, PG&E does not believe it is warranted to place nuclear decommissioning on the bill as a separate line item when it is estimated to amount to only $0.43 of a $100 electric bill.  

Placement of additional items on the bill must not interfere with the basic ability to make direct access available on January 1, 1998.

Presenting redundant information such as showing the average cost should be unnecessary when the sales and total charge are shown.

Other than the separation of PX energy charges and CTC and other nonbypassable charges, no additional items need be shown for competitive purposes.

Q  � seq Q �23�	Does PG&E intend to show the rate reduction bond debt service separately on a customer’s bill?

A  � seq A �23�	If necessary for purposes of structuring the rate reduction bonds, PG&E will show the rate reduction bond debt service separately on the bill for those residential and small commercial customers receiving the 10 percent bill credit on January 1, 1998, in accordance with AB 1890.

Q  � seq Q �24�	CAL-SLA, the CEC (p. 23), and SDG&E propose to offer customers an option for a detailed or simple bill format.  Do you believe this is a reasonable proposal?

A  � seq A �24�	Yes, subject to the billing considerations listed above for additions to the bill.  Because development of this option would require work in addition to the bill functionalization already proposed, PG&E does not expect to be able to implement such an option for January 1, 1998.  PG&E would consider, however, offering such a choice at a later date.

BART

Q  � seq Q �25�	In testimony on behalf of San Francisco Bay Area Rapid Transit District, Mr. Hairston seeks clarification by the Commission that BART will be billed conjunctively for the demand charge components of PG&E’s unbundled Rate Schedule E�20 Firm Service rates.

A  � seq A �25�	In response, PG&E believes that it is appropriate that BART continue to be billed conjunctively for the portion of its load taken under CPUC-approved tariffs approved for electric restructuring consistent with PUC Section 708.  Under PG&E’s proposal, however, a direct access customer’s bill would not be determined based on the “unbundled E�20 Firm Service rates.”  As described in detail in Chapter 4 of the application, a direct access customer’s bill would be based on its otherwise-applicable rate schedule as approved by the CPUC, less the cost of energy from the PX.  Since BART’s otherwise applicable rate schedule for CPUC-authorized service would continue to be conjunctively billed to the extent it is today, the resulting amount after removing PX costs would also be based on conjunctive billing.

SETTLEMENTS

Q  � seq Q �26�	CLECA (pp. 22�27), the CEC (pp. 41�43) and the ORA (pp. 32�36) set forth proposals for settlements in their testimony.  Is this information appropriate for consideration in this proceeding?

A  � seq A �26�	Yes.  To the extent that it is necessary to accommodate settlements in the statement of PX prices to full-service and direct access customers, a mechanism must be devised to incorporate these adjustments into end-use customer bills.

Q  � seq Q �27�	Has PG&E developed a proposal in this regard?

A  � seq A �27�	Only in its most general form.  PG&E believes that the PX pricing must equal the weighted average clearing price of the forward markets plus an adjustment for settlements.

Q  � seq Q �28�	Can PG&E add to this description?

A  � seq A �28�	Yes, generally parties to the ratesetting working group have discussed settlements as having two basic components.  The first component is for scheduled as opposed to actual use.  The second component is for Unaccounted For Energy (UFE).

Q  � seq Q �29�	Can PG&E propose a method for the first settlement area?

A  � seq A �29�	Yes.  PG&E will estimate the settlement adjustment due to differences between scheduled and actual loads.  At the end of each calendar month, PX expenses will be summed and divided by sales to determine the total average PX cost for the month.  This average price for the system will then be compared to the monthly weighted system average of the forward market clearing prices.  The ratio of the actual average expenses� to the monthly weighted system average of the forward market clearing prices (or multiplier) will be used to adjust the hourly weighted system average of the forward market clearing prices up or down, as the case may be.  This method has the advantage of ensuring the adjustments are provided on current month sales, although the same multiplier will be used for an entire month.  

Q  � seq Q �30�	Has PG&E developed a proposal for the second area of settlement concerning errors?

A  � seq A �30�	PG&E’s recovery of PX cost is dependent only on the actual PX cost incurred in total for the month.  Accordingly, determining the PX costs for purposes of showing this information on a customer’s bill may be considered by some as unimportant.  PG&E believes, however, that it is essential to develop sound mechanisms for determination of PX prices to ensure direct access customers are billed properly and that full-service customers pay their fair share.  This is particularly important when considering the issue of allocation of UFE,� which includes distribution line loss error, meter error, theft and error due to use of load templates.  Edison has included UFE in the Miscellaneous Adjustment Mechanism (MAM) to ensure they do not become part of the PX price.�  Further, Edison’s mechanism would ensure all scheduling coordinators, as opposed to just the UDC, assume responsibility for UFE.

Q  � seq Q �31�	Is Edison’s proposal applicable to PG&E?

A  � seq A �31�	If UFE is not allocated to all scheduling coordinators, as suggested by Edison’s proposal, PG&E would seek a tracking account similar to MAM to monitor and adjust non-generation shares of bills.  However, if UFE is allocated to all scheduling coordinators by the ISO, for example, a MAM account would be unnecessary.  In this event, UFE is part of the PX price which is used to reduce a direct access customer’s bill.  The scheduling coordinator for the direct access customer would then include an allocation of UFE in the direct access customer’s energy bill.

Q  � seq Q �32�	CLECA is concerned that large customers may receive an allocation of load template error, even though large customers would not contribute to that error.  Do you have a proposal to minimize the exposure of large customers to this source of error?

A  � seq A �32�	If load template error is allocated to the scheduling coordinators by the ISO, as PG&E has suggested above, any corrections to assure allocations of load template error are not made to RTM customers must be made by the ISO or delegated by the ISO to others.  PG&E has developed a proposal for ensuring that load template errors are not allocated to RTM customers, and in conjunction with the WEPEX settlement process, plans to seek its approval.

DIRECT ACCESS FOR MOBILHOME TENANTS

Q  � seq Q �33�	Western Mobilehome Parkowners Association (WMA) (p. 5), ORA (pp. 42�43), and California Mobile Home Resources and Action Association (CMRAA) (p. 4) have suggested, to varying degrees, that tenants of mobile home parks should have the opportunity to elect direct access and select an ESP.  Has PG&E developed a position on this issue?

A  � seq A �33�	As WMA has noted on page 2 of its testimony, CMRAA and WMA filed comments concerning this issue on the Direct Access Working Group (DAWG) report.  PG&E believes this issue is a direct access issue, not one of cost separation.  Assuming the Commission provides some guidance on this issue in the anticipated Direct Access decision, PG&E would work to implement the Commission’s direction.�

Q  � seq Q �34�	Has PG&E given any thoughts to the issues regarding tenant choice?

A  � seq A �34�	PG&E believes several issues must be resolved to the satisfaction of all stakeholders.  First, there is no way for the UDC to know firsthand how much electricity was used by their respective tenant-customers without separate metering by the UDC.�  Instead, the UDC would have to rely on the master-meter customer to use meters not tested by the UDC for calibration and accuracy, adjust the imbalances, and then accurately consolidate its tenants bills for each energy supplier.  Since both the master-meter customer and the tenant-customer are expected to have only monthly metering, hourly usage by the tenant-customer would be based on a load template which would have to be mapped to the load template used for the master-meter customer (i.e., a template of a template).  Not only would this increase the complexity and time required to render a bill, it would increase the cost of billing.

Second, the implications of the existing Public Utilities (PU) Code must be understood.  Specifically, PU Code 739.5 requires that tenants must pay the same charges for power as if they had been served directly by the utility.  PU Code Section 739.5 (a) states in part that:

The commission shall require that, whenever gas and electric service, or both, is provided by a master-meter customer to users who are tenants of a mobile home park, apartment building, or similar residential complex, the master-meter customer shall charge each user of the service a the same rate which would be applicable if the user were receiving gas or electricity, or both, directly from the gas or electrical corporation.

	Clearly, this code was written before the advent of direct access.  In the case where a master-meter customer elects direct access, the Commission should articulate the responsibility of the master-meter customer to continue to charge its tenants at rates as if the utility served the tenant directly.  The more complicated case is established by the tenant having the right to direct access.  PG&E agrees with WMA and CMRAA that the non-energy portion of the bill must be the same for a tenant that elects direct access as it would have been had the utility continued to serve that tenant directly.  Accordingly, it would seem some modification of the PU Code section would be necessary to ensure obligations of all stakeholders were clear.

Q  � seq Q �35�	Has WMA made proposals that are inconsistent with AB 1890?

A  � seq A �35�	Yes.  On page 5 WMA indicates that the Minimum Average Rate Limiter (MARL) should be discontinued where direct access is elected.  WMA states that since the utilities will no longer be serving energy to direct access customers, the MARL, which established a minimum level for recovery of energy costs and the CPUC fee, should be eliminated.  Further, WMA indicates this is identical to the decision to eliminate the MARL (except the CPUC fee) on similar PG&E gas schedules.

Q  � seq Q �36�	Do you agree with this proposal?

A  � seq A �36�	No.  Direct access is not being introduced in the same manner for electric service as it was for gas.  Specifically, all electric rates are to remain unchanged from their June 10, 1996 level in accordance with AB 1890.  PG&E will treat master-meter customers electing direct access in exactly the same manner as all other customers:  (1) PG&E will calculate the master-meter customer bill; (2) if the MARL is invoked, that charge will be determined; and (3) if the customer is a direct access customer, the PX energy cost component will be subtracted from the bill derived with the MARL.  Accordingly, a direct access customer that invokes the MARL will never pay 100 percent of the amount dictated by the otherwise-applicable schedule, but will pay the MARL less the PX energy cost component.  To charge less would be inconsistent with AB 1890.

Q  � seq Q �37�	On pages 6�10, WMA also requests increases to the submeter discount in the case where tenants can elect direct access for additional direct access related billing and training costs.  In addition, without seeming to explain the nature of the charges, WMA states (p. 8) that capital costs such as metering should be borne, in advance, by the “proponents and/or beneficiaries” of the new programs.  On pages 9 and 10, WMA indicates that increases to the utility revenue requirement in five areas should automatically yield an increase to the submeter discounts.�  Those five areas are:  (a) PU Code section 375 recovery of restructuring related employee retraining and related expenses recovered through delivery rates (Industry Restructuring Memorandum Account (IRMA)); (b) Direct Access Implementation Costs (DAIC) and Other Industry Restructuring Related Costs (OIRRC) described in November 8, 1996, IRMA advice letter, if recovered through delivery rates; (c) PU Code Section 368(e) revenue requirement increases providing for recovery of transmission and distribution enhancements for safety and reliability if recovered through residential rates; (d) PU Code Section 376 recovery of costs associated with unbundling bills, meter equipment or meter data protocols mandated by the Commission; and (e) any other adjustment to authorized distribution revenues.  Do you agree with these proposals? 

A  � seq A �37�	No.  First, as provided above, PG&E opposes increases to the master-meter discount.  An increase in this component of rates would violate the rate freeze mandated by AB 1890 which requires each and every rate component to remain at its June 10, 1996 level.  In any event, changes to the submeter discount should be approved by the CPUC in accordance with Section 739.5(a) of the Public Utilities Code which states:  

These costs shall not exceed the average cost that the corporation would have incurred in providing comparable services directly to users of the service.

	Any review of these discounts should, therefore, take into consideration all relevant costs allowed by this section.

Second, even if the master-meter customer discounts could be increased, or reimbursement made through a one-time payment, WMA has not presented compelling evidence that mobilehome park owners should be compensated.

	(a)	Section 375(a) states:

In order to mitigate potential negative impact on utility personnel directly affected by electric industry restructuring, a described in Decision 95-12-063, as modified by Decision 96-02-009, the Commission shall allow the recovery of reasonable employee related transition costs incurred and projected for severance retraining, early retirement, outplacement and related expenses for the employees.

	Further, Decision 95-12-063, as modified by Decision 96-01-009, page 112, states:

Finally, we recognize that the transition to expanded customer choice and competitive markets can produce hardships for employees who have dedicated their working lives to utility generation and we conclude that costs associated with retraining and early retirement have a claim for recovery as transition costs.

Accordingly, PG&E concludes AB 1890 does not provide for compensation to master-meter customers because:  (1) Section 375 does not address employees other than utility employees, and (2) Section 375 allows recovery of these costs as transition costs (not as delivery costs as suggested by WMA).

	(b)	PG&E did not propose OIRRC, and therefore, limits its response to DAIC in section (d) below:

	(c)	Section 368(e) part (2) provides specifically for the use of the funds allowed by this section.  It states the increase shall:

Be used by the utility for the purposes of enhancing its transmission and distribution safety and reliability, including, but not limited to vegetation management and emergency response.  To the extent the revenues are no expended for system safety and reliability, they shall be credited against subsequent safety and reliability base revenue requirement.  Any excess revenues shall not be used to pay any monetary sanctions imposed by the commission.

	Accordingly, these funds cannot be used for enhancement of master-meter customers’ distribution systems because their use is limited to PG&E’s system.  Further, to the extent the increase was not used to enhance PG&E’s system, it would be refunded.

	(d)	WMA also believes implementation costs described under Section 376 should also be grounds for master-meter customer to receive compensation for direct access related costs.  Section 376 states:

To the extent that the costs of programs to accommodate implementation of direct access, the Power Exchange, and the Independent System Operator, that have been found by the Commission or the Federal Energy Regulatory Commission to be recoverable from the utility’s customers, reduce an electrical corporation’s opportunity to recover its utility generation-related plant and regulatory assets by the end of the year 2001, the electrical corporation may recover unrecovered utility generation-related plant and regulatory assets after December 31, 2001, in an amount equal to the utility’s cost of commission-approved for Federal Energy Regulatory Commission approved restructuring-related implementation programs.  An electrical corporation’s ability to collect the amounts from retail customers after the year 2001 shall be reduced to the extent the Independent System Operator or the Power Exchange reimburses the electrical corporation for the costs of any of these programs.

	Again, these costs relate specifically to reasonable costs funded by the electrical corporation to implement direct access, not costs incurred by mobilehome park owners.

	(e)	Finally, any change in a UDC’s distribution revenue requirement should not dictate an adjustment to the master-meter discount.  As in the past, master-meter discounts should be reviewed and found to be reasonable by the CPUC.  The current mechanisms should not be replaced with the automatic adjustment described by WMA.

RATE DESIGN

Q  � seq Q �38�	Proposals for specific rate design issues have been made by the CEC (to collect CTC in energy rates, p. 5), and CLECA (collect nuclear decommissioning and public purpose programs on a percentage basis (p. 28), collecting customer costs in non coincident demand charges and customer charges only (p. 29), and collecting transmission and distribution costs based on coincident and noncoincident shares (p. 29)).  Can PG&E comment on these proposals?

A  � seq A �38�	Yes.  First, under PG&E’s proposal to divide bills rather than calculate each function with functional rates, these issues are moot.  Second, in particular with regard to CLECA’s proposals, PG&E agrees that there are more precise methods to derive functional rates.  Rather than dwelling on this issue now, however, PG&E proposes to consider all such issues in Phase 2 of its 1999 General Rate Case expected to be filed in early 1998.

ERRATA TO FEBRUARY 14, 1997 SUPPLEMENTAL TESTIMONY

Q  � seq Q �39�	Do you have any corrections concerning your testimony filed on February 14?

A  � seq A �39�	Yes.  I have one correction to make to Appendix 4B.  Specifically, the rates for A�RTP E�20T did not transfer correctly to the summary table.  I have included a revised page 4B�7 as Attachment B to correct for this error.  No change to the workpapers filed on February 14, 1997, is necessary.

Q  � seq Q �40�	Does this conclude your rebuttal testimony?

A  � seq A �40�	Yes, it does.

�	Table 1 Hour A = 2 + 5.5	=	7.5.

	Table 1 Hour B = 2 + (-17)	=	-15.

	Table 2 Hour A = 2 + 5.6	=	7.6.

	Table 2 Hour B = 2 + 5.6	=	7.6.

�	Error could also be introduced by the use of a forecast PX price used to establish a CTC rate.  ORA provides for continuing update of this CTC rate.  Southern, however, would set this rate for up to 12 months.

� 	The principle that direct access should be founded on the ability to achieve a lower cost power supply is confirmed, in PG&E’s view, by the provision that direct access customers “pay the same unbundled component charges, other than energy, a bundled service customer pays.” (AB 1890, Section 368(b))

�	 In accordance with current accounting methods, PG&E will estimate all costs incurred for the month where current bills from the PX are not available.

�	How the ISO will allocate error adjustments to scheduling coordinators and how scheduling coordinators allocate such adjustments to customers is a subject that requires further discussion and clarification.  PG&E believes that this issue may span across both FERC and CPUC jurisdictions and PG&E is prepared to work through various proposals.  As a guiding principle, PG&E believes that UFE should be equitably allocated to all scheduling coordinators.

� 	If all UFE is assigned to the UDC and allocated to customers in the form of the PX price, the non-energy bill of those customers taking direct access would be inappropriately affected.  Specifically, by increasing the PX price by the amount of the UFE, a direct access customer’s non-energy bill is too low by the amount of the UFE.  Instead of a non-energy bill reduction as described, all direct access customers should have received an increased non-energy bill reflecting an allocation of UFE.

�	The CPUC has already decided that gas customers should have only one energy supplier per master-meter.  In 95-07-048, the Core Aggregation Settlement, the CPUC eliminated the split load option.  “Customers electing service under the Program at any meter location must request such service for 100 percent of the load served by that meter.” (Attachment A, Split Load, Core Aggregation Settlement.)

�	 In order to make direct access an option to tenants, the UDC would need to subtract the PX energy component for only the direct access portion of service from the total full-service master-meter customer bill.  However, it is unclear how usage would be determined hourly for that portion of the load served by each supplier to the park.

� 	PG&E understands that these five items are being provided to substantiate WMA’s claim for reimbursement of expenses.  Apparently, WMA believes that if the utility is allowed recovery of these items, so then should WMA.
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