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RESOLUTION

Resolution E-3724.  Pacific Gas and Electric (PG&E) submits affiliate information and requests approval of various tariff revisions to establish accounting procedures for bilateral power purchases approved in Decision 00-08-023.  Advice letter 2026-E is approved.  Supplemental advice letter 2026-E-A is rejected.

By Advice Letter 2026-E Filed on August 8, 2000 and

Advice Letter 2026-E-A Filed on August 15, 2000. 

__________________________________________________________

Summary

In response to Decision 00-08-023, PG&E filed AL 2026-E containing information about affiliates and proposing tariff revisions establishing the new Power Exchange Bilateral Option Memorandum Account (PXBOMA) and revising the Schedule X.  Subsequently PG&E filed Supplemental AL 2026-E-A containing the above-mentioned tariff changes, and also adding changes to effect a monthly transfer of the PXBOMA balance into the TRA.  The additional changes proposed in PG&E’s supplemental filing are out of compliance because they:  (1) were not authorized by the Decision; (2) defeat the purpose of the PXBOMA; and (3) result in double booking of bilateral contract costs into the TRA.  Therefore, this resolution approves PG&E’s AL 2026-E and rejects AL 2026-E-A.

Background

On July 21, 2000 PG&E filed an Emergency Motion requesting authority to enter into and recover costs associated with bilateral contracts extending through the calendar year 2003 for energy, ancillary services, and capacity products.  The Emergency Motion also requested authority to modify its tariffs to track related costs.  

Specifically, PG&E requested authorization to establish a Power Exchange Bilateral Option Memorandum Account (PXBOMA) to record costs associated with PG&E’s participation in bilateral contracts.  PG&E proposed a procedure, in which Energy Division and the Office of Ratepayer Advocates (ORA) would validate a range of acceptable prices, for contract pre-approval.  PG&E also requested modification of its Schedule PX tariffs to accommodate the bilateral purchases.

Decision 00-08-023 granted PG&E’s Emergency Motion, with modifications
.  PG&E was authorized to enter into bilateral contracts extending through the calendar year 2005.  The Decision ordered PG&E to file an advice letter to inform the Commission of any markets in which its affiliates or subsidiaries operate and in which the company intended to procure power.

On August 8, 2000 PG&E filed Advice Letter (AL) 2026-E:  informing the Commission of the markets in which it intends to participate for bilateral power contracts; altering the Schedule PX; and establishing the PXBOMA.  The proposed PXBOMA allows for review and requested recovery of bilateral contract costs in the annual Revenue Adjustment Proceeding (RAP), or other authorized Commission proceeding.

On August 15, 2000 PG&E filed AL 2026-E-A.  PG&E proposes tariff changes to the TRA, explaining that its earlier advice letter had inadvertently neglected to modify the TRA to accept monthly entries from the PXBOMA.  PG&E also alters the PXBOMA tariff language to allow for the monthly transfer of balances into the PXBOMA.  The tariff sheets filed with AL 2026-E-A replace the tariff sheets filed with AL 2026-E.

Notice 

Notice of PG&E’s AL 2026-E and AL 2026-E-A was made by publication in the Commission’s Daily Calendar.  PG&E states that a copy of the Advice Letter was mailed and distributed in accordance with Section III-G of General Order 96-A. 

Protests

PG&E’s Advice Letters (ALs) 2026-E and 2026-E-A were protested by ORA on September 1, 2000.  PG&E responded in a letter to Energy Division on September 8, 2000.

ORA objects to PG&E’s inclusion of “…transmission-related services needed to use the bilateral option…” as one of the expenses allowed for recovery in the PXBOMA.  ORA argues first that “transmission related services” is not a defined term and could thus be interpreted over-broadly.  Second, ORA argues that some of these transmission related costs, to the degree they would not be billed directly by the PX or the ISO, could fall into the category of costs recovered under the Block Forward Market Memorandum Account (BFMMA), thus resulting in double recovery.  Third, ORA argues that it was unclear how the proposed transmission related expenses would figure into the reasonableness determination process approved by the Decision.

Furthermore, ORA objects to PG&E’s proposed alterations to the PXBOMA and to the TRA to allow for monthly transfers out of the former and into the latter.  ORA points out that the Decision made no mention of TRA adjustments.  ORA also argues that transferring the balance out of the PXBOMA each month would effectively leave no balance behind to be reviewed in the RAP.

PG&E has responded by noting that ORA had not objected to the over-broad nature of expenses for “transmission related services” which were included in the tariff language PG&E had proposed for the PXBOMA in its original Emergency Motion.  PG&E points out that the Decision acknowledges (Slip Opinion p.4) the need to procure transmission services along with bilateral power, and therefore argues that these costs must be allowed.  

PG&E rebuts ORA’s argument about double-collecting transmission related expenses by pointing out that the BFMMA allows only credit, collateral, and similar costs.

As for ORA’s question about how transmission related services would figure into the pre-reasonableness determination process, PG&E states that the reasonable price range would include commodity and transmission, and that any actual quantities subsequently purchases would be compared to this range on a total cost basis.

PG&E acknowledges that the Decision made no mention of any changes to the TRA to accommodate bilateral cost entries.  PG&E counters, however, that in order for ratepayers to benefit on a timely basis from the cost savings from bilateral purchases, transfers must be made on a monthly basis.  If the TRA is not altered to allow monthly bilateral entries, argues PG&E, “at least 12 months will elapse before these costs can be transferred to the TRA, thus delaying the intended benefit to ratepayers. “

Discussion

We will allow the inclusion of the term “transmission related services” in PG&E’s proposed tariffs.  In response to ORA’s first objection, that the term is over-broad, Commission staff, in reviewing these expenses, will be careful to ascertain that costs booked under this heading do not overlap with costs booked elsewhere.  In response to ORA’s second objection, we agree with PG&E that there is no potential for double-booking of these expenses in the Block Forward Market Memorandum Account (BFMMA), as the latter is expressly designated to collect costs related to credit and collateral.  Regarding ORA’s third objection, concerning how transmission related costs would figure into the reasonableness determination, PG&E’s example is satisfactory.  Finally, we note that PG&E did include this term in the tariff language included with its Emergency Motion, which the Commission approved in the Decision. 

Regarding changes to the TRA, it should be recalled that the TRA already has a line item (5.i.) which books PG&E’s cost of commodity procurement, which is derived from Schedule PX.  The Decision authorized PG&E to modify Schedule PX to incorporate costs from the bilateral purchases, as recorded in the new Power Exchange Bilateral Option Memorandum Account (PXBOMA).  Thus, the costs from bilateral contracts flow into the TRA via Schedule PX.  In AL 2026-E, PG&E proposed tariffs for the new PXBOMA as well as the alteration to Schedule PX to accommodate bilaterals costs.  

In its supplemental filing (AL 2026-E-A) PG&E has proposed further tariff modifications to the TRA and to the PXBOMA to effect the following.  Each month, the balance of the PXBOMA would be transferred into the TRA.  PG&E has inserted an additional line item in the TRA which would book these bilateral costs.  

There are three problems with PG&E’s additional tariff modifications as proposed in AL 2026-E-A.  First, changes to the TRA were not authorized in the Decision.  Second, to transfer out each month’s PXBOMA balance defeats the very purpose of creating this memorandum account, i.e., to be able to review these costs later during the annual Revenue Allocation Proceeding (RAP) or other Commission-authorized proceeding.  Third, and most important, to include a separate line item for bilateral purchases in the TRA would effectively double count the cost of bilateral purchases, which were already flowed into the TRA via the Schedule PX (in the tariff changes proposed in AL 2026-E and in AL-2026-E-A). 

In its letter responding to ORA’s protest, PG&E stated that the cost of bilateral purchases needed to be flowed into the TRA each month in order for ratepayers to see the benefits in a timely fashion.  There are two problems with this argument.  First, as a result of the tariff changes proposed to Schedule PX in AL 2026-E and 2026-E-A, the cost of the bilaterals already affects the TRA.  And second, there is a rate freeze currently in effect.  

Therefore, we approve PG&E’s AL 2026-E and reject AL 2026-E-A.

PG&E asks that its filings be effective on the date the Commission approved D.00-08-023, August 3, 2000.  

The Commission stated in the Southern California Water Co. Headquarters case, D.92-03-074 (March 31, 1992) 43 Cal. P.U.C. 2d 595,600:  "It is a well established tenet of the Commission that ratemaking is done on a prospective basis.  The Commission's practice is not to authorize increased utility rates to account for previously incurred expenses, unless, before the utility incurs those expenses, the Commission has authorized the utility to book those expenses into a memorandum or balancing account for possible future recovery in rates.  This practice is consistent with the rule against retroactive ratemaking."

Ordering Paragraph #3 of D.00-08-023 states “The Power Exchange Bilateral Option Memorandum Account (PG&E) and the Near-Term Bilateral Contract Memorandum Account (Edison) are approved.  Costs incurred for participation in the bilateral options shall be recorded in these accounts.  We shall allow adjustments to Schedule PX.”  That decision was effective August 3, 2000.

Accordingly, PG&E has been authorized, since August 3, 2000, to book bilateral purchase costs into a PXBOMA and to include bilateral costs in its Schedule PX.  The tariff language that it has filed for these two accounts includes only those costs authorized by the Commission.  Therefore, consistent with the Commission’s standard practice, as described above in D.92-03-074, PG&E is authorized to account for costs incurred after August 3, 2000 in the manner prescribed by the tariff changes adopted herein.
Energy Division requests that the 30-day comment period be reduced.  Although

Energy Division maintains that PG&E already has the authority, granted by Decision 00-08-023, to engage in bilateral purchases, and to book costs as outlined in that decision, Energy Division believes that the approval of AL 2026-E should facilitate the timely procurement of bilateral forward power contracts by removing any vestigial uncertainty the company may have with regard to bilateral procurement.

Rule 77.7(f) and Rule 77.7(f)(9) together provide that “…the Commission may reduce or waive the period for public review and comment… for a decision where the Commission determines, on the motion of a party or on its own motion, that public necessity requires reduction or waiver of the 30-day period for public review and comment.”  Rule 77.7(f)(9) requires this Commission to engage in a weighing of interests and refers to circumstances in which the public interest in the Commission adopting a decision before expiration of the 30-day review and comment period clearly outweighs the public interest in having the full 30-day period for review and comment. 

We have balanced the public interest in avoiding the possible harm to public welfare flowing from delay in considering the Resolution against the public interest in having the full 30-day period for review and comment, as required by Rule 77.7(f)(9) and concluded that the former outweighs the latter.  We conclude that failure to adopt a decision before the expiration of the 30-day review and comment period could cause significant harm to the public welfare.  Therefore, the 30-day comment period is reduced due to public necessity.

Comments

Pursuant to Rule 77.7(f)(9) the Commission has shortened the comment period for this resolution.  Accordingly, this matter will be placed on the Commission’s December 21, 2000 agenda.

Findings

1. In an Emergency Motion on July 21, 2000, PG&E requested authorization to engage in forward bilateral power contracts, to establish a new memorandum account, and to modify certain other tariffs in order to accommodate the new bilateral contracts.

2. Decision 00-08-023 directed PG&E to file an advice letter:  informing the Commission of any markets in which the company’s affiliates or subsidiaries operate and in which the company intends to procure electricity or ancillary services; establishing a Power Exchange Bilateral Option Memorandum Account (PXBOMA); and revising Schedule PX.  

3. In AL 2026-E PG&E submitted the requested information about its affiliates and subsidiaries.  That advice letter also contained various proposed tariff changes.

4. PG&E subsequently filed 2026-E-A, effectively replacing the tariff sheets previously filed in AL 2026-E.  

5. ORA protested AL 2026-E-A on the grounds that certain proposed tariff modifications did not comply with Decision 00-08-023.

6. Energy Division finds AL 2026-E to be in compliance with Decision 00-08-023. 

7. Energy Division finds AL 2026-E-A to be out of compliance with Decision 00-08-023.

8. PG&E should be allowed to record in the proposed tariffs for the Power Exchange Bilateral Option Memorandum Account and Schedule PX bilateral contract costs incurred after August 3, 2000.

9. Public necessity requires that the 30-day comment period be reduced.  We have balanced the public interest in avoiding the possible harm to public welfare flowing from delay in considering the resolution against the public interest in having the full 30-day period for review and comment, as required by Rule 77.7(f)(9), and concluded that the former outweighs the latter. We conclude that failure to adopt a decision before the expiration of the 30-day review and comment period could cause significant harm to public welfare.

Therefore it is ordered that:

1. PG&E’s AL 2026-E is approved.

2. PG&E’s AL 2026-E-A is rejected.

3. The tariffs changes proposed in PG&E’s AL 2026-E are approved and effective as of August 3, 2000.

4. The 30-day review and comment period is reduced.

This Resolution is effective today.

I certify that the foregoing resolution was duly introduced, passed and adopted at a conference of the Public Utilities Commission of the State of California held on December 21, 2000;  the following Commissioners voting favorably thereon:







 _____________________









 WESLEY M. FRANKLIN







 

       Executive Director

� The Decision also responded to an emergency filing by Southern California Edison.
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