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RESOLUTION

Resolution G-3303.   Adopts interim gas public purpose program surcharge rates as directed by Assembly Bill (AB) 1002 for the service territories of Pacific Gas and Electric Company (PG&E), Southern California Gas Company (SoCalGas), and San Diego Gas & Electric Company (SDG&E).  Also adopts a statewide surcharge rate
__________________________________________________________

Summary

Assembly Bill (AB) 1002 (Stats. 2000, Ch. 932) directs the Commission to establish a gas surcharge to fund public purpose programs such as low income customer assistance, energy efficiency, and research and development.  The surcharge is to be charged to all consumers of natural gas in the state, including public utility customers and consumers who receive gas service from alternative service providers.  The surcharge will be effective January 1, 2001. 

In this resolution, we adopt interim surcharge rates for the three major natural gas utilities in the state; PG&E, SoCalGas, and SDG&E, to be implemented on January 1, 2001. The interim surcharge rates are based on the authorized costs of public purpose programs currently in the rates of the three utilities and will be charged to those customers who are located in one of these service territories but who take service from alternative service providers.  For the customers of the three utilities, we will continue to recover the costs of public programs currently embedded in rates.   

We also adopt a statewide average surcharge rate for those utility companies under our jurisdiction who serve smaller service territories and fewer customers and currently have limited or no public purpose programs in place.   After January 1, 2001, we will begin a Rulemaking proceeding to implement all of the provisions of AB 1002, including the development of a separate, line item public purpose program surcharge on the bills of all public utility customers.   

Background and Provisions of AB 1002


AB 1002 was signed by the Governor on September 29, 2000 and adds Article 10 (§§ 890-900) to the Public Utilities Code. The provisions of this statute are briefly summarized below.

By AB 1002, the Legislature directs the Commission to establish a gas surcharge to fund low-income assistance programs covered by Sections 739.1 and 739.2, cost-effective energy efficiency, weatherization, and conservation activities as included in Section 2790, and public interest research and development  “not adequately provided by the competitive and regulated markets,” authorized by Section 740 of the Public Utilities Code.  

Currently, the costs of these programs are included in gas utility rates and are recovered only from the customers of those utilities.  AB 1002 requires that a surcharge to cover the cost of the public purpose programs be imposed on all consumers of natural gas in the state.  For consumers of natural gas who are served by a public utility company, the surcharge will be collected by the utility but shown as a separate line item on the bill.  For those gas consumers who are not utility customers, the surcharge will be collected by the State Board of Equalization.

Under the provisions of AB 1002, the Commission will annually determine the amount of money required for the following year to administer and fund the public purpose programs.  The Commission will also determine the total retail natural gas volume transported within each utility’s service territory in order to calculate the surcharge.  The Commission will establish a surcharge rate for each class of customers for the service territory of each public utility on an annual basis.  AB 1002 requires that the customer of an interstate pipeline or other service provider should pay the same surcharge rate that the customer would pay if the customer received service from the public utility in whose service territory the customer is located.  Each gas utility is required to register with the State Board of Equalization.  Each customer who takes natural gas service from an interstate pipeline is also required to register with the Board.

Municipalities, districts, and public agencies who offer their own public purpose programs are exempt from the surcharge, as are electric generation, wholesale, cogeneration, and Enhanced Oil Recovery customers as well as California produced gas transported on a proprietary pipeline.  The legislation does not change the rights and obligations of parties to contracts approved by the Commission prior to January 1, 1998. 

The legislation specifies that the public purpose program surcharge will be in addition to the other charges for gas commodity and transportation service and requires that it be shown as a separate line item on the bill of a customer of a public utility gas corporation effective July 1, 2001.  By July 1, 2001, AB 1002 also requires the Commission to develop and implement public purpose programs pursuant to Sections 739.1, 739.2, and 2790. 

As provided by AB 1002, each year, the Commission will inform the State Board of Equalization of the surcharge rate for each customer class within the service territory of each natural gas public utility company.  The Board will in turn inform each person who consumes natural gas delivered by an interstate pipeline of the surcharge rate for each customer class within each utility’s service territory.

Customers are obligated to file quarterly returns for the surcharge with the Board.

The revenues collected by each of California’s natural gas utility companies from the surcharge will be remitted to the State Board of Equalization.  Customers who are not served by a utility company will pay the surcharge directly to the Board.  The Board will transmit all payments of surcharge collected by it to the State Treasurer to be deposited in the Gas Consumption Surcharge Fund.  

The monies in the Gas Consumption Surcharge Fund are continuously appropriated to the Commission or an entity designated by the Commission to fund the programs.

Discussion

AB 1002 became law on September 30, 2000.  

We plan a two-phase process for implementation of the public purpose program surcharge, as the legislation clearly envisions.

We recognize that for those consumers of natural gas who are currently customers of one of our three major natural gas public utilities; PG&E, SoCalGas, and SDG&E, the costs of public purpose programs such as low income assistance, energy efficiency, conservation, weatherization, and research and development, are currently embedded in rates.  AB 1002 does not require us to show the surcharge as a separate line item on the bills of such utility customers until July 1, 2001.
  

Therefore, in the short term, we will not adopt a separate line-item surcharge for consumers of natural gas who are currently served by the three major public utility companies under our jurisdiction; PG&E, SoCalGas, and SDG&E.  


For those consumers of natural gas who are located in the service territories of either PG&E, SoCalGas, or SDG&E, but who take service from alternative service providers, we implement, in the interim, public purpose program surcharge rates by major customer class categories as shown in Appendix 1.    

The interim public purpose surcharge rates we adopt today are based on the costs of public purpose programs currently embedded in the rates of the three major natural gas utility companies under our jurisdiction; PG&E, SoCalGas, and SDG&E. We divide the total cost of each program allocated to each customer class by the currently adopted natural gas throughput for that class to arrive at a c/th surcharge figure.   

Since, currently, the revenues and costs of programs such as energy efficiency, conservation, research and development, and a portion of the costs of low income assistance programs are collected in balancing accounts and amortized over varying periods of time for each of the major three natural gas utilities in the state, the rates shown in Appendix 1 vary from one utility service territory to another.  A major portion of each utility’s costs of low income assistance programs is administered as a 15% discount on rate, and is therefore directly linked to utility rate levels as well as percentage of low income customers in each area, and therefore also varies from service territory to service territory. 

Electric generation, cogeneration, and Enhanced Oil Recovery customers are excluded from the calculation.  Natural gas volumes served by municipalities, districts, and public utilities are also excluded from our calculation. 

For customers of a municipality, district, or public agency that does not offer public purpose programs covered under AB 1002, the applicable surcharge rates will be those for the public utility in whose service territory the municipality, district, or public agency is located.

For smaller natural gas utilities as well as public utilities serving smaller areas and fewer customers in California, who currently have limited or no public purpose programs in place, we adopt, in the interim, a state wide public purpose program surcharge rate based on the average of the three major utilities’ public purpose program surcharge.  We also direct each of these smaller utilities to establish tracking accounts to track the costs of the surcharge they will pay to the State Board of Equalization.    

Since the implementation schedule specified in AB 1002 does not allow us adequate time  to implement the broader scope of the legislation, this two-phase approach will enable us to meet the statutory deadline of January 1, 2001 for implementing the surcharge, while allowing us adequate time to consider the broader implications of AB 1002 in a separate proceeding.

Therefore, after January 1, 2001, and soon after the implementation of the interim surcharge, we will open a Rulemaking proceeding to address the broader aspects of the  legislation, such as the development and implementation of public purpose programs pursuant to Section 900, the implementation of a separate line item surcharge on utility customers’ bills, the identification of customers exempt from the bill, etc.  The Rulemaking proceeding will also consider policy issues such as the appropriate level of funding for the smaller natural gas utilities in the state, the inclusion of the tracking account balances in their rates, and the scope and funding for establishment of permanent public purpose programs for those utilities.

Comments

The draft resolution of the Energy Division in this matter was mailed to parties in accordance with Public Utilities Code Section 311 (g).  Comments were filed on ---------- by -----------.

Findings

1. AB 1002 directs the Commission to establish a gas surcharge to fund public purpose programs effective January 1, 2001. 

2. The public purpose programs funded under the legislation include low income assistance programs covered by Sections 739.1 and 739.2, cost effective energy efficiency and conservation activities as included in Section 2790, and public interest and research and development programs authorized by Section 740 of the Public Utilities Code.   

3. The surcharge is to be charged to all consumers of natural gas in the state including public utility customers and consumers who receive gas service from alternative service providers.  

4. AB 1002 requires the Commission to determine the total retail natural gas volume transported within each utility’s service territory in order to calculate the surcharge. 

5. Under the legislation, the Commission will establish a surcharge rate for each class of customers for the service territory of each public utility on an annual basis.

6. Currently, costs of public purpose programs are included in gas rates and are recovered only from the customers of those utilities.  

7. The legislation specifies that the public purpose program surcharge will be in addition to the other charges for gas commodity and transportation service and will be shown as a separate line item on the bill of a customer of a public utility gas corporation effective July 1, 2001.

8. AB 1002 specifies that for those gas consumers who are not utility customers, the surcharge will be collected by the State Board of Equalization.

9. As provided by AB 1002, each year, the Commission will inform the State Board of Equalization of the surcharge rate for each customer class within the service territory of each natural gas public utility company.

10. The Board will in turn inform each person who consumes natural gas delivered by an interstate pipeline of the surcharge rate for each customer class within each utility’s service territory.

11. AB 1002 requires that the customer of an interstate pipeline or other service provider should pay the same surcharge rate that the customer would pay if the customer received service from the public utility in whose service territory the customer is located. 

12. Under AB 1002, each gas utility is required to register with the State Board of Equalization.  Each customer who takes natural gas service from an interstate pipeline is also required to register with the Board.

13. Under the provisions of AB 1002, enacted September 30, 2000, the Commission will annually determine the amount of money required for the following year to administer and fund the public purpose programs.

14. By July 1, 2001, AB 1002 also requires the Commission to develop and implement public purpose programs pursuant to Sections 739.1, 739.2, and 2790.

15. Under AB 1002, customers are obligated to file quarterly returns for the surcharge with the Board.

16. Municipalities, districts, and public agencies who offer their own  public purpose programs are exempt from the surcharge, as are electric generation, wholesale, cogeneration, and Enhanced Oil Recovery customers, as well as California produced gas transported on a proprietary pipeline.  

17. The legislation does not change the rights and obligations of parties to contracts approved by the Commission prior to January 1, 1998.

18. A two-phase approach for implementation of the public purpose program surcharge is clearly envisioned in the legislation.

19. For those consumers of natural gas who are currently public utility customers, the costs of public purpose programs such as low income assistance, energy efficiency, and research and development, are currently embedded in rates.

20. AB 1002 does not require us to show the surcharge as a separate line item on the bills of public utility customers until July 1, 2001.

21. For those consumers of natural gas who are located in the service territory of one of our three major natural gas utilities; PG&E, SoCalGas, and SDG&E, it is reasonable to implement interim public purpose program rates by major customer categories as shown in Appendix 1.

22. The interim public purpose surcharge rates adopted in Appendix 1 are based on the allocated costs of public purpose programs for each customer class currently embedded in rates divided by the adopted natural gas throughput for that class.

23. Since, currently, the revenues and costs of programs such as energy efficiency, conservation, research and development, and a portion of the costs of low income assistance programs are collected in balancing accounts and amortized over varying periods of time for each of the major three natural gas utilities in the state, it is reasonable that the public purpose surcharge rates shown in Appendix 1 vary from one utility service territory to another.  

24. A portion of each utility’s costs of low income assistance program is administered as a 15% discount on rate, and is therefore directly linked to utility rate levels as well as percentage of low income customers in each area, and therefore varies from service territory to service territory. 

25. Electric generation, cogeneration, and Enhanced Oil Recovery customers are excluded from our calculation. Natural gas volumes served by municipalities, districts, and public utilities are also excluded from the calculation.

26. For customers of a municipality, district, or public agency that does not offer public purpose programs covered under AB 1002, it is reasonable to apply the surcharge rates in Appendix 1 for the public utility in whose service territory the municipality, district, or public agency is located.

27. For smaller natural gas utilities as well as public utilities serving smaller areas and fewer customers in California, who currently have limited or no public purpose programs in place, it is reasonable to adopt, in the interim, a state wide public purpose program surcharge rate based on the average of the three major utilities’ public purpose program surcharge, as shown in Appendix 1.  

28. Each of the natural gas utilities under our jurisdiction as well as natural gas utilities serving smaller service areas and fewer customers are directed to establish tracking accounts to track the costs of the public purpose program surcharge they will pay to the State Board of Equalization.    

29. After January 1, 2001, and soon after the implementation of the interim surcharge, it is reasonable to open a Rulemaking proceeding to address the broader issues in the legislation such as the development and implementation of public purpose programs pursuant to Section 900, the implementation of a separate line item surcharge on utility customers’ bills, the identification of customers exempt from the bill, etc.

Therefore it is ordered that

1. Interim public purpose program surcharge rates as shown in Appendix 1 are adopted effective January 1, 2001 and will be imposed upon those consumers of natural gas who are currently located in our public utilities’ service territories but who do not take service from the utilities.

2. A state wide public purpose program surcharge rate of .765 c/th as shown in Appendix 1 is adopted for public utilities who serve fewer customers and who currently implement limited or no public purpose programs.

I hereby certify that this Resolution was adopted by the Public Utilities Commission at its regular meeting on December 21, 2000.  The following Commissioners approved it: 





















______________________


WESLEY M. FRANKLIN







 

       Executive Director

Appendix 1















Public Purpose Program Surcharge













c/th

Customer Class



PG&E

Core
Residential 


0.76438102


Small Commercial


0.31588212







Noncore
Industrial

Distribution
0.23650791




Transmission
0.10518975







System-wide



0.27948676

----------------------------------------------------------------------



------------------





SDG&E

Core
Residential 


4.00900310


Small Commercial


1.88539744


Large Commercial


1.49595818







Noncore
Industrial


1.12221820







System-wide



2.96778397

----------------------------------------------------------------------



------------------





SoCalGas

Core
Residential 


1.31721101


Sm&Lg Commercial


1.86996656







Noncore
Industrial


0.12927166







System-wide



1.05778052

----------------------------------------------------------------------



------------------

Default Rate



California





0.76556117

� According to Section 890 (i) of the legislation, effective on July 1, the surcharge will be identified as a separate line item on the bill of a customer of a public utility gas corporation.
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