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ORDER DENYING REHEARING

OF DECISION 99-12-046

On March 31, 1992, the Commission instituted a rulemaking proceeding (R. 92-03-050) to determine whether it could consolidate, simplify and standardize the line and service extension rules of the California electric utilities in order to reduce the administrative costs of the rules and more appropriately assign the costs of line extensions.  One of the issues which arose in the proceeding concerned the calculation of  the allowances granted a customer who obtains a line extension. 

In earlier decisions (D.97-12-098, D.98-09-070), we decided that given the restructuring of the electric industry and correlating ratemaking changes, it was reasonable and necessary to adjust the formula used to determine the allowances.  The utilities were ordered to include in the formula only the revenues the utility could anticipate receiving for distribution services as a consequence of the line extension. ( The formula is: Allowance = Net Revenue divided by Cost-of-Service Factor.”)  Prior to the unbundling of services and the availability of direct access, the “net revenue” factor reflected revenues for bundled services, that is, for transmission and generation, as well as distribution.  

In D.98-09-070, which involved the major utilities’ applications to identify cost savings for revenue cycle services, the Commission adopted unbundling requirements for RCS.1  It directed the major electric utilities to propose in the underlying rulemaking proceeding changes in their electric line and service extension rules which would eliminate any competitive advantage the utilities might have under existing rules in markets for new meter installation, and which would remove revenues associated with unbundled revenue cycle services from the “net revenue” factor used in the formula to calculate the line extension allowances (D.98-09-070, Conclusion of Law 5).  The purpose of unbundling these revenue cycle costs from distribution costs is to encourage competition in that once these costs have been separated, electricity customers may choose whether or not to pay the distribution utility for these services.  With the introduction of competition in the RCS market, customers could acquire such services from a non-utility provider.

Accordingly, Pacific Gas and Electric Company (PG&E), Southern California Edison Company (Edison), and San Diego Gas & Electric Company (SDG&E), filed proposed changes to their line extension rules.  On February 10, 1999, PG&E filed an amended proposal and Edison filed supplemental comments and proposed tariff sheets.  Intervenors included The Utility Reform Network (TURN), Utility Consumers Action Network (UCAN), PHASER Advanced Metering Services, the California Building Industry Association (CBIA) and the Office of Ratepayer Advocates (ORA).  The parties agreed that no evidentiary hearings were required.  After briefs and comments to the proposed decision were filed, we issued D.99-12-046 (the Decision), which is the subject of this application for rehearing.

The Decision was limited to resolving the two issues set out in Conclusion of Law 5 in D.98-09-070; i.e. (1)what changes to the rules should be adopted to exclude meter costs and associated revenues from the line extension allowance calculation, and (2) demonstrate how the utility would remove RCS related revenues from distribution revenues currently used to determine the “net revenue” factor utilized in the allowance calculation.

On the first issue, TURN and PG&E proposed that the line extension allowance be calculated with the inclusion of a meter ownership credit so as to prevent applicants for a line extension from being burdened with  meter ownership costs.  Instead the applicants for line extensions would be free to secure meters from an independent service provider or from the distribution utility in a competitive market for meters and meter services.  The Decision rejected this proposal and allowed the meter ownership cost to remain a refundable cost to the applicant for a line extension.  The Decision concluded that meter ownership policy issues should be resolved before the line extension allowance is reduced for meter ownership so as to avoid charging new customers twice for one meter.  As a result, the Commission decided that these policy issues should be resolved before any meter ownership credit is applied to reduce the “net revenue” factor.  By so doing, replacing one form of undue competitive advantage with a new one would be avoided.  Therefore, removal of the meter ownership credit from the “net revenue” factor used in the allowance calculation was deferred until we address these policy issues in other pending proceedings.  At the same time, however, the Decision did exclude the revenues associated with three other RCS costs; namely, meter services, meter reading and billing, and payment service.   Therefore, revenues associated with these RCS costs were removed from “net revenues.”

With regard to the second issue, the Decision rejected TURN’s proposal to use the electric utility-only figures as RCS credits to reduce line extension allowances.  It determined that in order to be consistent with D.98-09-070, the RCS credits for SDG&E and PG&E should be calculated using a weighted average of the credits for both electric-only and dual-fuel customers.  Accordingly, we directed that PG&E join SDG&E in applying this method of calculation as established in D.98-09-070, Appendix A. 

TURN and UCAN (Applicants) timely filed a joint application for rehearing.  Applicants do not allege any specific legal error, such as incorrect interpretation of a statute or lack of evidence to support findings, etc.  Instead, they assert that the Decision contains two factual errors that result in an erroneous deviation from the guiding policy of limiting the definition of “net revenues” to include only the revenues associated with the costs that support the line extension, as established in a prior line extension decision (D.97-12-098).  

The Applicants point to the line extension definition of “net revenues” which expressly provides for the exclusion of RCS costs.  They maintain that since the meter ownership credit is associated with RCS costs, meter ownership revenues should be excluded from “net revenues” now, regardless of the eventual outcome of the meter policy issues resolved in a later proceeding, because the ownership credit will not vary with the meter policy outcome.  In Applicants’ view, the costs of existing meters are to be included in the meter ownership credit, and the cost of new meters has nothing to do with the credit.  Therefore, the revenues related to existing meters should be included in the credit immediately because they are associated with RCS costs; and, consequently, should be excluded from the “net revenue” factor in the allowance formula.  They contend that the failure to distinguish between the Applicants’ and PG&E’s proposal on new meter costs in the underlying proceeding and the costs of existing meters that are included in the meter ownership credit constitutes error that should be corrected on rehearing. 

The second error alleged by Applicants concerns our adoption of SDG&E’s proposal to apply a meter reading and billing RCS credit based on the weighted average of electric-only customers and gas-and-electric customers, rather than one based solely on electric-only customers.  The result is a smaller reduction  to the  “net revenue” factor used in the formula.  This in turn results in a larger allowance which is “tainted” by partial inclusion of costs and revenues not supported by the line extension.  TURN and UCAN assert that the use of the weighted average methodology is not consistent with D.98-09-070. In their view, the meter reading and billing credits for electric-only customers should be used to calculate “net revenue,” for SDG&E and PG&E. Therefore, “net revenue” should be revised on rehearing so that, with regard to PG&E and SDG&E, the meter reading and billing credit is based exclusively on electric-only customers’ costs. ORA filed a response to the application for rehearing in support of the Applicants’ position.  

SDG&E filed a response in opposition to the application for rehearing.  It maintains that TURN and UCAN’s contention would create a mismatch “between the electric distribution rate customers actually pay and the rate used for purposes of calculating line extension allowances.”  The goal in D.99-12-046 was to remove RCS related revenues from the calculation of line extension allowances so that “net revenues” used in the formula do not include revenues associated with unbundled revenue cycle services (D.98-09-070 p. 23, 28 mimeo).  They state that the purpose of the phase of the proceeding resolved by D.99-12-046 was to use the same methodology for calculating extension allowances as was used in D.98-09-070 for calculating the RCS credits to be applied to the distribution rate.  D.98-09-070 adopted different RCS credits for SDG&E’s electric-only customers than for its combination gas-and-electric customers; and so to be consistent D.99-12-046 adopted RCS credits for line extension allowances which recognize that SDG&E does not avoid meter reading and billing costs for electric customers until these customers take service from some independent energy service provider.

After reviewing Applicants’ allegations that we have erred by failing to be consistent with prior decisions in this long standing rulemaking proceeding, we conclude that rehearing should be denied.  Applicants have not established that the Decision is unlawful, as required by P.U. Code Sec. 1732; or that it violates the just and reasonable standard for rulemaking set out in P.U. Code Section 770.  (See also Keller v. PG&E, 45 CPUC 2d 248 (1992))

Turning to the question of subtracting the meter ownership credit from the “net revenues” factor, we concluded that resolution of this matter should be deferred because broader meter ownership policy issues, including whether line extension applicants should be required to pay up-front for meters, should be resolved first.  TURN and UCAN assert is that this deferral results in “inconsistency” between the Decision and earlier decisions in this rulemaking proceeding.  They first made this assertion in their comments to the draft decision, and it was rejected.  Even if this assertion is correct, legal error is not established, or error of such a magnitude that rehearing is necessary.  Adjusting the line extension allowance calculation to mesh with the commencement of competition in the restructured electric industry is by necessity a step by step process, involving several phases and decisions as demonstrated by the numerous decisions already issued in this proceeding.  Some of these decisions may deviate from conclusions set forth in earlier ones as more information and experience are acquired.  The evolution of Commission policy does not equate with legal error.  The Commission may "“rescind, alter, or amend” its decisions pursuant to P.U. Code Section 1708 (Re Regulation of Cellular Radio Telephone Utilities (1997) 71 CPUC 2d 162). As the Decision stated:

Since the draft decision requires that the utilities are still responsible for providing a meter to the new line/service extension applicants, it is not appropriate to remove this component  of net revenue from the allowance calculation” (D.99-12-096, p. 16, mimeo).

This view is admittedly a judgment call, but is well within the Commission’s discretion in a rulemaking proceeding, and the requirement of P.U. Code Section 770.

Furthermore, it is supported by Finding of Fact 4 which states that the TURN/PG&E proposal on meter ownership “raises complex issues.”  Applicants for rehearing fail to present any facts or reasons that disputes this finding, or Findings of Fact 5-7 regarding the impact of the ITCC2 requirement.  These findings support the conclusion that further adjustment of the line extension allowance involves questions that justify additional information, study, and review.  Mere claims of inconsistency do not form a sound basis to grant rehearing.  As stated in the Decision, we concluded that the line extension proceeding was not “the best proceeding to resolve TURN’s meter ownership proposal.”  (D.99-12-046, p. 18).  In a rulemaking proceeding, the Commission has the discretion to proceed deliberately and seek additional information before adopting another adjustment to “net revenues”.  Conclusion of Law 6 clearly established that the subject remains open for future consideration and possible adjustment.

Applicants’ second allegation of factual error in the Decision concerns the adoption of SDG&E’s weighted average methodology for the meter reading and billing credit for SDG&E and PG&E.  They contend that “electric only” RCS credits should be used to determine the amount of revenues to be removed from “net revenues.”  According to Applicants, this creates an inconsistency with D.98-09-070 because meter reading and billing costs do not and should not support distribution line and service extension costs.  Such a result, they argue, contaminates the “net revenue” factor with some amount of distribution service- related revenues not directly related to the line extension’s anticipated revenues.

In D.98-09-070 the Commission agreed with SDG&E to calculate RCS credits separately for its electric-only customers and its combination gas and electric customers, because it recognized that most of SDG&E’s customers are both electric and gas customers.  The same reasoning appears to support utilization of a weighted average methodology in the underlying proceeding, since SDG&E correctly points out that it is not relieved of meter reading and billing costs until an independent energy service provider assumes gas meter service functions.  Under these circumstances, we believe that it is reasonable to utilize the weighted average methodology to determine RCS credits for application to “net revenues” in the line extension allowance.  Again, as with the meter ownership credit deferral, the determination of whether to use the weighted average methodology is one within the Commission’s discretion; and can be revised in the future if appropriate.

Based on the foregoing, good cause has not been shown for granting the joint application for rehearing.  However, we will add a finding of fact regarding use of the weighted average methodology for the meter reading and billing credit for SDG&E and PG&E.

THEREFORE, IT IS ORDERED that:

1. Finding of Fact 10 is added to D.99-12-046, page 20, to read as follows:

10. SDGE&E and PG&E are utilities that serve both electric-only customers and combination electric and gas customers.  D.98-09-070, App. A, agreed with SDG&E to calculate RCS credits separately for its electric-only customers and its combination gas and electric customers, because most of SDG&E customers are both electric and gas customers.  Therefore, it is reasonable to utilize a weighted average methodology to determine RCS credits in this related proceeding since SDG&E, or PG&E, is not relieved of such costs until an independent energy service provider assumes gas meter service functions.

2.    The joint application for rehearing of D.99-12-046 filed by TURN and UCAN is denied.

3.    This proceeding shall remain open as provided for in D.99-12-046.

This order is effective today.

Dated September 7, 2000, at San Francisco, California.

LORETTA M. LYNCH


President

HENRY M. DUQUE

JOSIAH L. NEEPER

RICHARD A. BILAS

CARL W. WOOD









Commissioners

1 Revenue Cycle Services (RCS) costs refers to the costs and revenues related metering, billing, payments services, and other information services.  These distribution support functions are designated for unbundling to promote competition under deregulation.  (D.97-05-039) 


2 Income Tax Component Contribution.
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