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RESOLUTION

Resolution E-3792.   Southern California Gas Company, Pacific Gas and Electric Company, San Diego Gas and Electric Company.  

Pursuant to Public Utilities Code § 399.8, Pacific Gas and Electric Company, Southern California Edison Company, and San Diego Gas and Electric Company, are directed to collect monies from customers to fund investments in energy efficiency, renewable energy, and research, development and demonstration projects, as specified herein.

__________________________________________________________

Summary

Public Utilities (PU) Code § 399.8 requires the three major California investor owned electric utilities to assess a Public Goods Charge (PGC) to customers in order to fund certain public interest programs.  It specifies that, starting January 1, 2002, $425.5 million is to be provided to these programs each year until January 1, 2012.  However, § 399.8 does not specify how much of this annual total is to be allocated among the utilities except for the Energy Efficiency (EE) programs.

In this Resolution, we allocate the responsibility for funding the Public Goods programs to the electric utilities, and provide a schedule for the quarterly transfer of certain of these funds to the California Energy Commission (CEC).  This Resolution also describes the rate cap imposed by the Code section, and provides guidance regarding implementation of that cap.  We also describe how § 399.8 requires adjustments to this funding in future years, based on growth of electric sales and the national Gross Domestic Product (GDP) deflator.  We direct these utilities to implement the appropriate surcharges and transfer funds as specified in this Resolution.

Background

PU Code § 381,
 effective September 24, 1996, funded certain Public Goods programs by establishing the PGC.  Specifically, it required each of California’s major investor-owned electric utilities – Southern California Edison Company (Edison), Pacific Gas and Electric Company (PG&E), and San Diego Gas and Electric Company (SDG&E) – to identify a separate, nonbypassable rate component to fund in part energy efficiency (EE) programs, renewable resource energy technology (Renewables), and public interest research and development (RDD), through the end of 2001.  Section 381(a), (b), and (c)(1) required the following minimum funding levels for each program:

Table 1

PGC Funding by Program

1998-2001

($ million)

	P
	1998
	1999
	2000
	2001
	Totals

	EE Programs
	$228.0
	$228.0
	$228.0
	$188.0
	$872.0

	Renewables
	109.5
	109.5
	109.5
	136.5
	465.0


	RDD
	62.5
	62.5
	62.5
	62.5
	250.0

	Totals
	$400.0
	$400.0
	$400.0
	$387.0
	$1587.0


Source:  P.U. Code § 381(c)

Note the lower total and change in distribution in 2001.  Section 381(c) allocated the funding among the utilities’ customers as follows:

Table 2

PGC Funding by Utility

1998-2001

($ million)

	UUtility
	1998
	1999
	2000
	2001
	Totals

	Edison
	$168.0
	$168.0
	$168.0
	$155.0
	$659.0

	PG&E
	184.0
	184.0
	184.0
	184.0
	736.0

	SDG&E 
	48.0
	48.0
	48.0
	48.0
	192.0

	Totals
	$400.0
	$400.0
	$400.0
	$387.0
	$1587.0


Source:  P.U. Code § 381(c)

Table 3 shows the program allocation for 1998-2000, and Table 4 shows the 2001 allocation:

Table 3

Yearly Allocation to Programs by Utility

 1998-2000

($ million)

	UUtility
	EE Programs ProgPrograms
	Renewables
	RDD
	Totals

	Edison
	$90.0
	$49.5
	$28.5
	$168.0

	PG&E
	106.0
	48.0
	30.0
	184.0

	SDG&E 
	32.0
	12.0
	4.0
	48.0

	Totals
	$228.0
	$109.5
	$62.5
	$400.0


Source:  P.U. Code § 381(c)

Table 4

Allocation to Programs by Utility

2001

($ million)

	UUtility
	EE Programs
	Renewables
	RDD
	Totals

	Edison
	$50.0
	$76.5
	$28.5
	$155.0

	PG&E
	106.0
	48.0
	30.0
	184.0

	SDG&E 
	32.0
	12.0
	4.0
	48.0

	Totals
	$188.0
	$136.5
	$62.5
	$387.0


Source:  P.U. Code § 381(c)


Section 381 does not authorize collections from customers for these programs past the end of 2001.  However, PG&E filed Advice Letter 2232-E on April 24, 2002, which sought “authorization to continue quarterly payments to the California Energy Commission  (CEC) at 1998-2001 levels to fund the” RDD and Renewables programs until the Commission or Legislature acts to fix final payment levels consistent with § 399.8 (see below).  PG&E proposed to continue forwarding to CEC $12 million quarterly for the Renewables programs and $7.425 million quarterly for the RDD programs, to be trued up when the Commission authorizes a final allocation among the utilities.  The Energy Division approved this advice letter, effective June 3, 2002.  No other utility has filed an advice letter on this matter with the Commission.

Funding for these programs through the PGC was extended through January 1, 2012 by PU Code § 399.8, effective January 1, 2001.  The Commission is directed by § 399.8(d) to order the major electric utilities to continue to collect funds for these programs from customers through a nonbypassable PGC rate component, which is again based on the customer’s electricity usage.  Section 399.8(d)(1) specifies that the utilities are to collect, in aggregate, the following amounts for each year starting January 1, 2002 and ending January 1, 2012:

Table 5

Required Yearly Program Funding Starting 2002

($ million)

	EE Programs
	$228.0

	Renewables
	135.0

	RDD
	62.5

	Total
	$425.5


Source:  P.U. Code § 399.8(d)(1)

Discussion

A. Allocation of Utility Collection Obligations.

Section § 399.8 does not provide a complete allocation of the program costs among the three major electric utilities.  Section 399.8(d)(1) does, however, provide an allocation for EE programs, as shown in the next table:

Table 6

Yearly Allocation of Collection Obligations 

for Energy Efficiency Programs

($ million)

	Edison
	$90.0

	PG&E 
	106.0

	SDG&E 
	32.0

	Total
	$228.0


Source:  P.U. Code § 399.8(d)(1)

We propose to allocate the other program costs among the utilities consistent with the allocation provided in § 381, as shown in Table 2.  It is reasonable to continue the relative share of funding mandated by the Legislature over the first four years of this effort, because this reflects the preferences of the Legislature during the inception of this effort.  Prorating in this manner yields the following target funding allocations:

Table 7

Allocation to Programs by Utility

2002-2011

($ million)

	UUtility
	EE Programs
	Renewables
	RDD
	Totals

	Edison
	$90.0
	$56.1
	$26.0
	$172.1

	PG&E
	106.0
	62.6
	29.0
	197.6

	SDG&E 
	32.0
	16.3
	7.5
	55.8

	Totals
	$228.0
	$135.0
	$62.5
	$425.5


By this Resolution, the utilities are directed to collect and track these program funds, along with interest earned on collected funds, in separate balancing accounts for each program.  This tracking will begin with customer billings on January 1, 2002 forward.  Monies for the Renewables and RDD programs shall continue to be forwarded quarterly to the CEC, starting with the first quarter of 2002, along with interest earned on collected funds, consistent with the treatment of these funds in P.U. Code § 381.  EE programs will continue to be administered by this Commission, pursuant to § 399.4(a)(1).  Payments to the CEC for Renewables and RDD programs will follow the following schedule for 2002:

Table 8

Schedule for Renewables Funding to CEC

2002

($ million)

	Ddate
	Edison
	PG&E
	SDG&E 
	Totals

	March 31, 2002
	$14.025
	$15.650
	$4.075
	$33.750

	June 30, 2002
	14.025
	15.650
	4.075
	33.750

	September 30, 2002
	14.025
	15.650
	4.075
	33.750

	December 31, 2002
	14.025
	15.650
	4.075
	33.750

	Totals
	$56.100
	$62.600
	$16.300
	$135.000


Table 9

Schedule for RDD Funding to CEC

2002

($ million)

	Ddate
	Edison
	PG&E
	SDG&E 
	Totals

	March 31, 2002
	$6.500
	$7.250
	$1.875
	$15.625

	June 30, 2002
	6.500
	7.250
	1.875
	15.625

	September 30, 2002
	6.500
	7.250
	1.875
	15.625

	December 31, 2002
	6.500
	7.250
	1.875
	15.625

	Totals
	$26.000
	$29.000
	$7.500
	$62.500


PG&E and SDG&E have continued to forward monies quarterly to the CEC for Renewables and RDD programs, with the intention of truing these amounts up once the Commission has issued the instructions contained in this Resolution.  Edison must forward to CEC the appropriate quarterly payments for Renewables and RDD, as shown in Tables 8 and 9, for March 31, 2002, June 30, 2002, and September 30, 2002, and notify the Energy Division in writing when this task has been completed. 


B.
The Cap on Rates.
Section 399.8(c)(2) states that the rate component used to raise these funds “may not exceed, for any tariff schedule, the level of the rate component that was used” for these programs on January 1, 2000.  In other words, the utilities cannot impose PGC rates higher than those in effect on January 1, 2000.
  Table 10 estimates the yearly revenues that the application of the 2000 PGC rates
 taken from utility tariffs would yield when combined with sales forecasts obtained from the utilities:

Table 10

Estimated Revenues using 2000 PGC Rates

and Sales Forecasts from the Utilities

2002-2004

($ million)

	Uutility
	2002
	2003
	2004

	Edison
	$172.3
	$174.1
	$177.3

	PG&E
	206.8
	210.3
	213.8

	SDG&E 
	49.9
	51.8
	53.6

	Totals
	$429.0
	$436.2
	$444.7


Source: PGC rates and GWh usage forecasts from utilities.

Note that the total amounts estimated from the 2000 rates are somewhat higher than the $425.5 million per year the legislation mandates for these programs starting in 2002.  This suggests that the constraint on PGC rates contained in 

§ 399.8(c)(2) is unlikely to be significant, unless the inflation and growth adjustments described in § 399.8(d)(2) (see discussion below) increase these amounts significantly in future years.

At the same time, however, we note that retail rates should be designed to collect accurately the target amounts mandated under § 399.8 and specified in Table 7.  These costs should be included in the ongoing rate cases for Edison and PG&E, and in the upcoming Annual Rate Design Window proceeding for SDG&E, and these rate components should be adjusted to reflect their application beginning in January, 2002. 

C. Yearly Adjustments to Funding Obligations.   

Section 399.8(d)(2) provides: 

[t]he [target funding] amounts shall be adjusted annually at a rate equal to the lesser of the annual growth in electric commodity sales or inflation, as defined by the gross domestic product deflator.

The section does not identify when these adjustments should begin, but since the section extends these programs starting in January, 2002, we propose to begin applying the adjustment methodology one year later, in January, 2003.  These adjustments will thus be based on changes in sales and prices during 2002. 

Finally, it is reasonable that the changes in sales be defined for each utility, rather than for the entire state-wide electric system.  That is, the adjustment to one utility’s allocated amounts in Table 7 should be governed by changes in its own sales (assuming that this statistic is lower than the rate of inflation
), rather than by changes in the sales of all three utilities.  This is because each utility can influence their own load growth through their own energy efficiency programs.  Therefore we should not penalize one utility for the higher load growth of another.

The following table gives statistics on the inflation variable for the years 1997-2003, and on the state-wide percent change in the sales variable for the years 2001-2004.  Note the large drop (4.66%) in sales in 2001, while the forecasts provided by the utilities show an expected increase in the following years.

Table 11

Statistics on Inflation and Electric Sales

	Year
	GDP Deflator Index

(1996=100.00)
	Inflation

	Percent Change in Electric Sales

	1997
	101.94
	1.94
	

	1998
	103.20
	1.23
	

	1999
	104.65
	1.40
	

	2000
	107.03
	2.28
	

	2001
	109.37
	2.18
	-4.66

	2002*
	111.22
	1.69
	1.09

	2003*
	113.83
	2.35
	1.65

	2004*
	NA
	NA
	1.91

	GDP Source: U.S. Department of Commerce, Bureau of Economic Analysis


*forecasts
This table suggests that, if the forecasts are correct and there is not a great difference between utilities, changes in sales may be consistently lower than the inflation rate.  Therefore, the change in sales may govern changes in the program authorizations of Table 7.

Edison, PG&E, and SDG&E should each determine the adjusted target funding amounts that result from this adjustment methodology and, on or before March 31, 2003, and for each subsequent year ending with 2011, file an advice letter with the Commission that adjusts the authorizations and allocations found in Table 7, consistent with § 399.8(d)(2).
  That is, the utility should:

1. determine the actual percentage change in its electric sales (based on quantity) from 2001 to 2002; 

2. determine the percentage change in prices as measured by the change in the GDP deflator in 2002, as published by the U.S. Department of Commerce;

3. take the lower of these two statistics and adjust the authorized program expenditures in Table 7 by that change.  

If the lower of sales change and price change is negative, authorizations should be lowered by that percentage.  If the GDP deflator statistics for 2002 are not finalized by the U.S. Department of Commerce by March 31, 2003, or for any subsequent year, the utilities should use the most recent published forecast for this advice letter filing and true-up their adjustment through an amended filing once the Department of Commerce publishes a final statistic.   

Notice 

To invite comments and responses by interested parties, the draft Resolution was noticed on the October 22, 2002, Commission Calendar and was also sent to parties in R.94-04-031/I.94-04-032 (Electric Restructuring); R.01-08-028 (Energy Efficiency); and A.02-05-002, A.02-05-003, and A.02-05-005 (AEAP).  Comments are due no later than November 4, 2002.

Comments

Public Utilities Code section 311(g)(1) provides that this resolution must be served on all parties and subject to at least 30 days public review and comment prior to a vote of the Commission.  Section 311(g)(2) provides that this 30-day period may be reduced or waived upon the stipulation of all parties in the proceeding.  

The 30-day comment period for the draft of this resolution was neither waived nor reduced.  Accordingly, this draft resolution was mailed to parties for comments, and will be placed on the Commission's agenda no earlier than 30 days from October 22, 2002.  

Findings

1.  PU Code § 381, effective September 24, 1996, established the Public Goods Charge to fund certain Public Goods programs.  

2.  Each utility was required by § 381 to identify a separate, nonbypassable rate component.  This charge was designed to fund in part energy efficiency programs, renewable resource energy technology programs, and public interest research and development through the end of 2001.  
3.  Section 381 does not authorize collections from customers for these programs past the end of 2001.  However, § 399.8 extends these collections through January 1, 2012.

4.  PG&E filed Advice Letter 2232-E on April 24, 2002, which sought authorization to continue sending the CEC quarterly payments for the RDD and Renewables programs until the Commission or Legislature acts to fix final payment levels consistent with § 399.8.  The Energy Division approved this advice letter, effective June 3, 2002.  

5.  No other utility has filed an advice letter on this matter with this Commission.

6.  The Commission is directed by § 399.8(d) to order the major electric utilities to continue to collect funds for these programs from customers through a nonbypassable PGC rate component, which is again based on the customer’s electricity usage.  

7.  Section 399.8 requires the utilities to spend $425.5 million per year for EE programs, Renewables, and RDD, starting in 2002.

8.  Section 399.8 only specifies the allocation of this cost among the utilities for the EE programs.

9.  We propose to allocate the other program costs among the utilities consistent with the allocation provided in § 381, as shown in Table 2.  It is reasonable to continue the relative share of funding mandated by the Legislature over the first four years of this effort, as this reflects the preferences of the Legislature during the inception of this effort.

10.  The utilities should be directed to collect and track these program funds, along with interest earned on collected funds, in separate balancing accounts.  This tracking should begin with customer billings on January 1, 2002 forward.  

11.  Monies for the Renewables and RDD programs should continue to be forwarded quarterly from the utilities to the CEC, starting with the first quarter of 2002, along with interest earned on collected funds, consistent with the treatment of these funds in P.U. Code § 381.  The schedule of payments should be as specified in Tables 8 and 9 in this Resolution.

12.  PG&E and SDG&E continue to forward monies quarterly to the CEC for Renewables and RDD programs, with the intention of truing these amounts up once the Commission has issued the instructions contained in this Resolution.  

13.  Edison should forward to CEC the appropriate quarterly payments for Renewables and RDD, as shown in Tables 8 and 9, for March 31, 2002, June 30, 2002, and September 30, 2002.

14.  EE programs should continue to be administered by this Commission.  

15.  Section 399.8(c)(2) states that the rate component used to raise these funds “may not exceed, for any tariff schedule, the level of the rate component that was used” for these programs on January 1, 2000.  

16.  A review of Table 10 suggests that this particular constraint is unlikely to be significant, unless the adjustments to the mandated amounts described in § 399.8(d)(2) increase these amounts significantly in future years.

17.  Retail rates should be designed to collect accurately the amounts mandated under § 399.8 and specified in Table 7.  These costs should be included in the ongoing rate cases for Edison and PG&E, and in the upcoming Annual Rate Design Window proceeding for SDG&E, and these rate components should be adjusted to reflect their application beginning in January, 2002.

18.  Section 399.8(d)(2) provides: 

[t]he [target funding] amounts shall be adjusted annually at a rate equal to the lesser of the annual growth in electric commodity sales or inflation, as defined by the gross domestic product deflator.

19.  The section does not identify when these adjustments should begin, but since the section extends these programs starting in January, 2002, we propose to begin applying the adjustment methodology one year later, in January, 2003.  

20.  These adjustments will thus be based on changes in sales and prices during 2002. 

21.  Because each utility can influence their own load growth through their own energy efficiency programs, it is reasonable that the changes in sales be defined for each utility, rather than for the entire state-wide electric system. 

22.  We should not penalize one utility for the higher load growth of another.

23.  Edison, PG&E, and SDG&E should each determine the adjusted target funding amounts that result from the adjustment methodology specified in this Resolution.  On or before March 31, 2003, and for each subsequent year ending with 2011, each utility should file an advice letter with the Commission, for review by the staff, that adjusts the authorizations and allocations found in Table 7, consistent with § 399.8(d)(2). 

24.  If the lower of sales change and price change is negative, authorizations should be lowered by that percentage.  

25.  If the GDP deflator statistics for 2002 are not finalized by the U.S. Department of Commerce by March 31, 2003, or for any subsequent year, the utilities should use the most recent published forecast for this advice letter filing and true-up their adjustment through an amended filing once the Department of Commerce publishes a final statistic.   

26.  This Resolution should be effective today.

Therefore it is ordered that:

1. Edison, PG&E, and SDG&E are directed to collect and track program funds, along with interest earned on collected funds, as specified in this Resolution, in separate balancing accounts.  This tracking will begin with customer billings on January 1, 2002 forward.  

2. Monies for the Renewables and RDD programs shall continue to be forwarded quarterly to the CEC, starting with the first quarter of 2002, along with interest earned on collected funds, consistent with the treatment of these funds in P.U. Code § 381.  

3. EE programs shall continue to be administered by this Commission.  

4. Payments to the CEC for Renewables and RDD programs shall follow the schedule specified in Tables 8 and 9 in this Resolution.

5. Edison shall forward to the CEC the appropriate quarterly payments for Renewables and RDD, as shown in Tables 8 and 9, for March 31, 2002, June 30, 2002, and September 30, 2002, and notify the Energy Division in writing when this task has been completed. 

6. The funding amounts mandated in § 399.8 and this Resolution shall be included in the ongoing rate cases for Edison and PG&E, and in the upcoming Annual Rate Design Window proceeding for SDG&E, and rate components shall be adjusted to reflect their application since the beginning of 2002.

7. Edison, PG&E, and SDG&E shall each determine the adjusted target funding amounts that result from the adjustment methodology specified in this Resolution.  On or before March 31, 2003, and for each subsequent year ending with 2011, each utility shall file an advice letter with the Commission, for review by the staff, that adjusts the authorizations and allocations found in Table 7, consistent with § 399.8(d)(2).

8. 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 November 21, 2002; the following Commissioners voting favorably thereon:







 _____________________









 WESLEY M. FRANKLIN







 

       Executive Director

� All further citations are to sections of the PU Code unless otherwise specified.


� Section 381(d) increased the funding for Renewables to $540 million by extending the period for CTC collection for up to three months into 2002.  The allocation for this additional $75 million burden was set by D.97-11-022 as the pro rata share of each utility’s contribution during the 1998-2001 period.


� The rates identified as PGC rates in utility tariffs at the beginning of 2000 are listed in the appendix to this Resolution.  Note that the PGC rate was one component of the rates frozen by §368.  Thus no incremental monies were generated by this rate component.  By D.97-10-057, the PGC memorandum accounts are to be credited to the Transition Revenue Account, and thus all funds received in retail rates in excess of the amounts mandated by §381 were credited to this account.


� These rates are net of the CARE surcharges, which in January, 2000 were .039 cents per kWh for PG&E, .095 cents per kWh for Edison, and .051 cents per kWh for SDG&E.


� The rate of inflation is determined exogenously and is thus beyond the control of any one utility.  For this reason, the rate of inflation should be calculated for the entire system rather than for each utility.


� This is an index of the market prices of the country’s domestically produced goods and services.


� This is the percentage change in the GDP Deflator Index.


� Statistics published by the Bureau of Economic Analysis, U. S. Department of Commerce regarding the U. S. Gross Domestic Product deflator can be found at http://www.bea.gov/ .
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