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RESOLUTION

Resolution E-3750. San Diego Gas & Electric (SDG&E) requests the Commission’s approval to transfer the 2000 year-end over-collected balance in its Rate Reduction Bond Memorandum Account (RRBMA) to its Energy Rate Ceiling Revenue Shortfall (ERCRS) sub-account of the Transition Cost Balancing Account (TCBA).  Approved.
By Advice Letter 1270-E Filed on November 17, 2000. 

__________________________________________________________

Summary

This Resolution approves the request by SDG&E to transfer the over-collected balance in its RRBMA to its ERCRS sub-account of the TCBA.  Applying the over-collection in the RRBMA to the ERCRS will offset the revenue shortfall that ratepayers are accruing as a result of the California Public Utility Commission’ s Interim Bill Stabilization Plan thereby reducing their obligations

The protests of Office of Ratepayers Advocates (ORA) and Toward Utility Reform Network (TURN) are denied.

Background

SDG&E Advice letter 1270-E seeks approval to transfer the December 31, 2000 over-collected balance in SDG&E’s RRBMA to the ERCRS sub-account of the TCBA to offset the revenue shortfall resulting from the CPUC’s Interim Bill Stabilization Plan.  

On August 21, 2000, the Commission issued D. 00-08-037 adopting an Interim Bill Stabilization Plan.  D. 00-08-037 authorized SDG&E to record any revenue shortfalls resulting from the Interim Bill Stabilization Plan to the TCBA for future collection.  On August 28, 2000, SDG&E filed Advice Letter 1249-E to establish a sub-account within the TCBA to record the shortfall in accordance with the Commission decision.

On September 7, 2000, the Commission issued D.00-09-040 modifying the Interim Bill Stabilization Plan as prescribed by Assembly Bill 265.  In D. 00-09-040 the Commission states, “Consistent with our previous decision, SDG&E has set up the sub-account to ensure that any net revenues associated with utility-owned or managed generation assets will offset any under-collections associated with application of this stabilization plan.  Conceptually, these procedures are consistent with the legislation.”

SDG&E states that its Advice Letter request is in response to Governor Davis’ and the Commission’s desire to manage the under-collection in the TCBA sub-account.  SDG&E further states that the Commission has previously authorized the transfer of other various balancing account over-collections to the TCBA to help offset the customers’ transition cost obligation accruing during the Assembly Bill 1890 rate freeze.   Also, on October 6, 2000, SDG&E filed Advice Letter 1262-E requesting to transfer to the TCBA the $24 million projected year-end 2000 over-collection in its Tree Trimming Balancing Account and its Rewards & Penalties Balancing Account.  Advice Letter 1262-E is awaiting Commission consideration by a Resolution.

On September 3, 1997, D. 97-09-057 authorized SDG&E to establish the RRBMA to record the difference between the rate reduction bond savings amount (includes items such as servicing fees, carrying costs, investment earnings, etc.) and the ten percent rate reduction amount.  The unrealized rate reduction bond-financed savings were flowed through the RRBMA as part of the lump-sum trust transfer account credit (LLTAC) to customers in August and September 2000.   This was because SDG&E ended its rate freeze ahead of the statutory deadline of March 31, 2002.  The final report of LTTAC was submitted to the Commission Director of the Energy Division on October 31, 2000.  The report notes that checks were issued to customers totaling $377.7 million and the RRBMA had a $7.9 million over-collected balance as of September 30, 2000.   As of December 31, 2000 the over-collected balance in the RRBMA is $8.9 million.

SDG&E estimates a $375 million under-collection in the ERCRS sub-account at year-end 2000 and expects the under-collection will grow to $750 million by year-end 2002.  Therefore, SDG&E look for ways to offset the under-collections in order to reduce the amount customers will be obligated to pay after the rate cap period.

Notice 

In accordance with Section III-G of General Order 96-A, SDG&E stated that a copy of Advice Letter 1270-E was served on the utilities and interested parties either electronically of via the U.S. mail.  Notice of Advice Letter 1270-E was made by publication in the Commission’s Daily Calendar.

Protests

SDG&E’s Advice Letter 1270-E was timely protested by ORA and TURN and SDG&E responded to both protests on December 14, 2000. 

The following is a more detailed summary of the major issues raised in the protests.

ORA’s protest states that SDG&E’s proposed transfer would be inconsistent with the requirements of the Commission’s decision approving the bonds.   The Commission requires that excess bond proceeds owed ratepayers collect interest at the utilities’ full rate of return.  SDG&E proposes to move these excess monies to an account that will not include interest at the required rate.  In addition, the rate reduction bond proceeds are only supposed to go to those customers that are incurring the costs to pay off the bonds, which are the residential and other small commercial consumers.  SDG&E’s proposal to use the excess rate reduction bond monies to offset other under-collections may lead to other customers obtaining the benefits at the expense of the small customers who are bearing this cost.  

ORA recommends that the Commission deny SDG&E the relief it seeks and to direct the utility to refund the over-collection in the RRBMA to the residential and small commercial customers as has been done with other excess rate reduction bond proceeds.

TURN ‘s protest states that SDG&E’s proposed transfer would be contrary to the statutory basis for the Rate Reduction Bond transaction and the Commission’s financing orders implementing those statues.  TURN further stated that its understanding is that the over-collected amount in the RRBMA represents the utility having collected a greater amount of revenue from the “Fixed Transition Amount” (FTA) charged to its small customers than was needed to recover the bond related costs during 2000.    If this is the case, then section 841 (g) of the Public Utilities Code requires that such surplus be used “to benefit residential and small commercial customers.”   Also, SDG&E’s specific financing order adopted in 1997 provides that adjustments due to any FTA charges that are not used to make payments on the RRBs are to be passed back to residential and small commercial customers via the RRBMA.  [D. 97-09-057 (CPUC 2d 590, 608).]    TURN adds that since Section 841(c) provides that the financing order shall not be rescinded, altered, or amended, the Commission would seem to have no authority but to pass the excess amounts directly to the small customers who are solely responsible for repaying the RRBs.

TURN further states that SDG&E’s proposed transfer would serve to allocate a greater portion of the under-collection in the ERCRS to SDG&E’s small customers, since they are the only customers who contribute to the over-collection in the RRBMA.  TURN believes that recovering the under-collected balance in the ERCRS from the ratepayers in the future is open for debate.  However, for the purposes of this discussion assuming that some amount will be recovered from SDG&E’s ratepayers, applying the RRBMA balance to the under-collection in the ERCRS will reduce the amount to be paid by customers other than those customers who are paying the cost of financing the RRBs.  TURN adds that just as the RRB transaction was structured so that it did not achieve cost shifting for CTC recovery from the customers, the treatment of any RRB over-collection must be structured to avoid cost shifting for ERCRS under-collection recovery. 

TURN also notes that SDG&E’s comparison of the action proposed in this advice letter to the application of the over-collection of its Tree Trimming Balancing Account and its Rewards and Penalties Balancing Account to the TCBA is distinguishable because all of SDG&E customers contributed to those over-collections whereas only SDG&E small customers, as defined in AB 1890 and the financing order, contributed to the over-collection in the RRMBA.

TURN recommends that the Commission deny SDG&E the relief it seeks in this advice letter and direct the Utility to refund the over-collection in the RRBMA to the residential and small commercial customers that pay the FTAs.

SDG&E’s response to ORA’s and TURN’s protests states that TURN’s understanding that the over-collection in the RRBMA represents SDG&E having collected a greater amount of revenue from the FTA charged is incorrect.   It states that the RRBMA records the difference between the Rate Reduction Bond Savings Amount (includes items such as servicing fees, carrying costs, investment earnings, etc.) and the Ten Percent Rate Reduction Amount.   The unrealized rate reduction bond-financed savings were flowed through the account as part of the Lump-Sum Trust Transfer Account Credit.

SDG&E further states that the proposals of ORA and TURN would result in needless rate variability for some of SDG&E’s customers, and should not be adopted.  SDG&E’s residential and small commercial customers (under 100 kW) are currently paying a 6.5 cent energy rate ceiling as required by Assembly Bill (AB) 265 and is causing a substantial under-collection in the TCBA Shortfall sub-account.   Also, it is not prudent to further lower the rates of these customers when they are accruing an under-collection that must be recovered in the future.  SDG&E recommends that for the foregoing reasons, ORA and TURN’s protests should be rejected and SDG&E’s Advice Letter 1270-E should be approved.

Discussion

The Energy Division has reviewed SDG&E’s advice letter, ORA’s and TURN’s protests, and SDG&E’s response to the protests.  The Energy Division agrees with SDG&E that transferring the RRBMA over-collection to the ERCRS sub-account of the TCBA is consistent with transfers from other balancing account over-collections to the TCBA in order to manage the account.  The over-collection in the RRBMA is the result other credits to the account and not just due to collections from a specified group of SDG&E customers that are included in the group specifically identified to benefit from (AB) 265.  The Energy Division finds SDG&E’s request reasonable and in the best interest of its customers because it reduces the potential balloon payment that they will be billed at the end of the rate ceiling mandated by (AB) 265.  Approval of the advice letter is recommended.
 The Energy Division also agrees with SDG&E’s response to ORA’s and TURN’s protests.  It recommends that the protests be denied.

Comments

Public necessity requires that the 30-day comment period of Public Utilities Code section 311(g) be waived in order to secure the benefits of the tariff changes that SDG&E proposed in Advice letter 1284-E. We have balanced the public interest in avoiding the possible harm to public welfare flowing from delay in considering this resolution against the public interest in having the full 30-day period for review and comment as required by Rule 77.7(f)(9).  We conclude 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 would cause significant harm to the public welfare.  Accordingly, we reduce the comment period for this Resolution.

This resolution is being mailed to parties on service list of Application 97-05-022.

Findings

1. SDG&E’s Advice Letter 1270-E filed on November 17, 2000, requests the Commission’s approval to transfer the 2000 year-end over-collected balance in its Rate Reduction Bond Memorandum Account (RRBMA) to its Energy Rate Ceiling Revenue Shortfall (ERCRS) sub-account of the Transition Cost Balancing Account (TCBA). 
2. ORA and TURN protested the advice letter on December 7, 2000 and December 8, 2000, respectively.  They both opposed the transfer of the balance in the RRBMA to the ERCRS sub-account of the TCBA on the basis that the over-collected funds in the RRBMA would go to benefit more SDG&E customers than it is intended in D.97-09-057.

3. D. 97-09-057, SDG&E Financing Order, specifically identifies residential and small commercial customers as defined by PU Code Section 331 (h) whose maximum peak demand is less than 20 kilowatts.
4. D. 97-09-057, SDG&E Financing Order, specifically mandates that the RRBMA is to track the total amount paid by the residential and small commercial customers to finance the RRBs and the total savings provided to residential and small commercial customers through the 10% rate reduction.
5. D. 00-08-037, the adopted Bill Stabilization Plan for SDG&E, authorized SDG&E to record any revenue shortfalls to a balancing account within the TCBA that are the results of the Rate Stabilization Plan.
6. On August 28, 2000, SDG&E filed Advice Letter 1249-E to establish the ERCRS Sub-Account within the TCBA to track any revenue shortfall resulting from the rate ceiling applicable to residential and small commercial customers as defined by PU Code Section 332.1 (e) in compliance with D.00-08-037.
7. Transferring the RRBMA over-collection to the ERCRS sub-account of the TCBA is consistent with transferring other balancing account over-collections to the TCBA because the over-collection in the RRBMA is the result of collections from a specified group of SDG&E customers that are included in the group specifically identified to benefit from (AB) 265. 
8. Due to the special circumstances of (AB) 265, SDG&E’s filing is consistent with D. 00-09-057’s adopted procedures for the RRBMA.
9.
A failure to adopt a decision before the expiration of the 30-day review and comment period may cause a significant harm to the public welfare and therefore the comment period is reduced.

10. ORA’s and TURN’s protests are denied. 

The Energy Division recommends approval of SDG&E’s Advice Letter 1270-E.

Therefore it is ordered that:

1. SDG&E’s Advice Letter 1270-E is approved.

2. The protests of the Office of the Ratepayers Advocates and TURN are          denied.

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 August 2, 2001; the following Commissioners voting favorably thereon:

___________________________________

WESLEY FRANKLIN

Executive Director
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