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RESOLUTION

Resolution E-3699.  San Diego Gas & Electric (SDG&E) requests authorization to modify, on an interim basis, the methodology for calculating the California Alternate Rates for Energy (CARE) Discount and the CARE program rates listed in Electric Rate Schedules DR-LI, DS, DT, DT-RV, D-SMF.  Approved with modifications.  Approves SDG&E’s proposal to decrease CARE rates for the four-week period beginning August 7, 2000. 

Prior to considering this Resolution the Commission will vote on whether to place this item on the agenda.  (Government Code § 11125.3(a)(2).)

By Advice Letter 1241-E Filed on July 27, 2000.

__________________________________________________________

Summary

SDG&E filed Advice Letter 1241-E (AL 1241-E) to modify, on an interim basis, CARE Program rates listed in Electric Rate Schedules DR-LI, DS, DT, DT-RV, D-SMF, using a CARE Rate Interim Methodology Adjustment.   The Interim Methodology would decrease CARE rates on a weekly basis by an amount calculated using a given formula.  SDG&E proposes that the Interim Methodology terminate when the Commission issues a final decision in SDG&E’s Rate Design Window (RDW) Application (A.) 91-11-024.  

This resolution waives the thirty-day period for review and comment.  It adopts SDG&E’s proposal to decrease CARE rates by an amount equal to 35% of the difference between the applicable weekly PX price and the 4.6 cents per kWh price embedded in rates for the four week period beginning August 7, 2000.  It also adopts an interim methodology to adjust CARE rates by an amount equal to 15% of the difference between the applicable weekly PX price and the 4.6 cents per kWh price embedded in rates, for each week thereafter.  CARE rates will be adjusted downward when PX prices fall above 4.6 cents per kWh and upward when they fall below the said amount.  This interim methodology would provide CARE customers an effective discount of 15% of their electric bill.  This interim methodology will be in effect until the Commission issues a decision in A.91-11-024.  

Background

On July 27, 2000, SDG&E filed Advice Letter 1241-E (AL 1241-E), which proposes to modify, on an interim basis, California Alternate Rates for Energy (CARE) Program rates listed in Electric Rate Schedules DR-LI, DS, DT, DT-RV, D-SMF.   SDG&E’s proposed tariff changes provide for a CARE Rate Interim Methodology Adjustment  (“Interim Methodology”) that would allow SDG&E to make weekly changes to the CARE discount to coincide with the weekly changes to profiled California Power Exchange (PX) prices.  With this Interim Methodology, SDG&E expects that eligible CARE customers would receive prospectively a full 15% discount on their total Utility Distribution Charges (UDC) including PX charges each month.  SDG&E proposes that the Interim Methodology terminate when the Commission issues a final decision in SDG&E’s Rate Design Window (RDW) Application (A.) 91-11-024 (filed November 1, 1999), which is expected November 1, 2000.
 

SDGE intended AL 1241-E as an emergency filing to provide its customers another form of relief from the higher than normal electric bills they have been experiencing in recent weeks due to increases in electric commodity prices.  

As SDG&E explained, CARE electric rates are currently based on a PX price of 4.6 cents per kWh and include a fixed rate discount off of total rates as approved by Decision (D.) 99-05-051 in A.99-01-019, et. al.  SDG&E noted that during most of the past year, the average PX price has been less than the 4.6 cents per kWh resulting in CARE customers actually receiving more than a 15% discount.  In recent weeks, however, the average PX energy price has been far greater than the 4.6 cents per kWh resulting in the CARE discount being less than 15%.  SDG&E would like to correct its rates immediately to provide customers with the appropriate CARE discount. 

With the CARE Rate Interim Methodology Adjustment, the rates charged to customers eligible for a CARE discount, as set forth in the above-mentioned rate schedules, will be decreased by an amount equal to the following formulas:

For all PX price changes:

1. (Applicable weekly PX price  - $0.046 per kWh) x 35% for the four week period beginning August 7, 2000 

and

2. (Applicable weekly PX price  - $0.046 per kWh) x 15% thereafter

The four-week 35% discount on the difference between the applicable weekly PX price and the 4.6 cents per kWh price embedded in rates is intended to compensate CARE customers for the period May 28, 2000 through August 6, 2000, when their discount was effectively less than 15%.  The resulting total bill impact for CARE customers is designed to be a discount of 24% during the month of August and a 15% discount thereafter. 

SDG&E proposes to continue giving the interim rate adjustments from week to week until the Commission issues a final decision in SDG&E’s RDW.  Should the calculation result in an increase to the CARE rate then the adjustment to the CARE rates will be zero.  

Notice 

Notice of AL 1241-E was made by publication in the Commission’s Daily Calendar.  SDG&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

SDG&E requested that the Commission approve AL 1241-E as expeditiously as possible to provide the full 15% discount to its low-income customers beginning August 3, 2000 or soon thereafter.  SDG&E contended that the existing electric commodity rate instability in its market justifies expedited Commission action on its proposal in accordance with Rule 81(f) of the Commission’s Rules of Practice and Procedure.  SDG&E therefore requested that the Commission shorten the protest period from 20 to five days pursuant to General Order 96-A, Section XV.

In his letter to SDG&E dated July 28, 2000, the Executive Director stated that public necessity requires that the Commission have an opportunity to act on this advice letter at its August 3, 2000 meeting; hence, he waived the protest and response period to AL 1241-E.

Discussion

One key issue raised by AL 1241-E is the calculation of the CARE discounts and how they are reflected in rates of eligible customers.  Under the CARE Program, qualified customers are offered a 15% discount on their gas and electric bills as the Commission adopted in D.89-09-044.  As explained in its testimony in the RDW proceeding, during the rate freeze, SDG&E achieved the 15% discount to the CARE customers’ total electric bill by a reduction of approximately 40% from the non-discounted distribution rates.  The reduced distribution rates, in addition to the exemption from the CARE surcharge, resulted in an overall CARE discount slightly higher than 15% at that time.
 

After the rate freeze, SDG&E implemented the CARE discount based on the methodology reflected in Appendix A of the All-Party Settlement adopted in D.99-05-051.  Under the current approach, SDG&E continued using a fixed cent/kWh discount implicit in SDG&E’s prior frozen rates (i.e., $0.016/kWh and $0.01903/kWh discount for baseline and non-baseline distribution rates, respectively).  The customer’s total bill changes with changes in PX prices; hence, the effective overall discount received by the customer also varies accordingly.

SDG&E proposes its Interim Methodology on the premise that the CARE rates (i.e., $/kWh for baseline and non-baseline energy) set forth in its Electric Rate Schedules DR-LI, DS, DT, DT-RV, and D-SMF are based on an embedded PX price of 4.6 cents per kWh.  With the current spikes in PX prices above 4.6 cents per kWh, SDG&E contends that eligible CARE customers end up getting less than 15% discount on their total bill.  CARE customers, on the other hand, get more than 15% actual discount when PX prices are below 4.6 cents per kWh.  

Energy Division has confirmed that embedded in the current CARE rates is a PX price of 4.6 cents/kWh.  This embedded price is derived from the difference between the total rates in effect at the time of the rate freeze and the current UDC rates without the PX price component.
  Thus, given the fixed rate discounts in the current CARE rates and the variability in PX prices, Energy Division concludes that, indeed, CARE customers’ effective discount would depend on whether actual PX prices are higher or lower than 4.6 cents/kWh.  Energy Division notes that from August 1999 up until May 2000, the monthly average residential PX prices have been lower than 4.6 cents/kWh, resulting in effective CARE discounts ranging from 15.76% to 17.39%.
  For June and July 2000, the monthly average residential PX prices were greater than 4.6 cents per kWh, resulting in CARE discounts of around 13.60% and 10.66%, respectively.  

SDG&E’s Interim Methodology will decrease the CARE rates on a weekly basis by an amount equal to 15% of the difference between the applicable weekly PX price and the 4.6 cents per kWh price embedded in rates.  When PX prices are above 4.6 cents per kWh, the adjustment will provide CARE customers an effective discount of approximately 15% off their total bill.  When PX prices are below 4.6 cents per kWh, SDG&E proposes that the adjustment to the CARE rates be zero, presumably because under such scenario, the CARE customer would be getting an effective discount over 15% anyway. 

On a going-forward basis, we find it reasonable to grant SDG&E’s request to modify the CARE rates by applying the 15% CARE rate adjustment methodology formula shown above.  We agree that this approach would ensure that CARE customers receive the appropriate level of discount that has been mandated under the CARE program and offers immediate relief to low-income customers in the face of increasing PX prices. 

On the other hand, we also believe that an adjustment to the CARE rates would be reasonable should the PX prices fall below 4.6 cents per kWh during the period that this Interim Methodology is in effect.  In this case, the CARE rates would be adjusted upwards to reduce the effective CARE discount to 15%.  This approach would benefit non-CARE customers who would not be funding CARE discounts more than what is currently required.  We consider this to be an equitable interim solution that balances the interest of all SDG&E customers. 

Another component to SDG&E’s Interim Methodology proposal is to decrease CARE rates by an amount equal to 35% of the difference between the applicable weekly PX price and the 4.6 cents per kWh price embedded in rates for a four week period beginning August 7, 2000.  This adjustment is intended to compensate CARE customers for the shortfall in discounts that they received from May 28 through August 6, 2000.  We find this proposal a reasonable means to provide additional relief from exorbitant energy bills to CARE customers during this time.  Approving this portion of SDG&E’s proposal has the effect of retroactively instituting SDG&E’s Interim Methodology for the months of June and July when the steep spikes in PX prices began and correcting the CARE discounts that should have been received by CARE customers at that time.

SDG&E proposes that the CARE discount based on the Interim Methodology be funded through Public Purpose Programs dollars pursuant to D.97-02-014 in OIR 94-04-031.  SDG&E envisions no change to the Public Purpose Program funding levels or methodology with this Interim Methodology.  Providing discounts beyond 15% would necessarily increase the cost of the CARE program.  Since CARE revenues and costs are booked to the CARE balancing account, allowing higher discounts would result in additional costs being booked to the CARE balancing account and recovered from all non-CARE customers.  For this reason, we believe it is appropriate to limit the program costs to fund no more than the current 15% discount level.  

SDG&E requests that its proposed Interim Methodology be in effect until the Commission issues its decision on SDG&E’s RDW Application, particularly on SDG&E’s CARE Discount Line-Item Methodology proposal.  SDG&E pointed out that it is not proposing an expedited Commission decision on its RDW Line-Item Methodology proposal, since it will require extensive computer programming changes to implement.  Rather, the Interim Methodology being proposed in AL 1241-E will provide customers with the appropriate discount immediately and can be implemented with no computer programming changes. 

SDG&E’s points are well taken.  We approve and modify in part SDG&E’s request as discussed above.  We emphasize that the CARE rate discount methodology we approve in this Resolution is an interim solution until we issue a decision on SDG&E’s Line-Item Methodology proposal in its RDW proceeding.  We note that parties to the RDW proceeding did not contest the said proposal; therefore, adoption of the Interim Methodology as described herein will not prejudge the issue.

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 AL 1241-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 waive the comment period for this Resolution.

Findings

1. SDG&E filed Advice Letter 1241-E (AL 1241-E) on July 27, 2000.

2. AL 1241-E proposes to modify, on an interim basis, California Alternate Rates for Energy (CARE) Program rates listed in Electric Rate Schedules DR-LI, DS, DT, DT-RV, D-SMF, using a CARE Rate Interim Methodology Adjustment (“Interim Methodology”).

3. With the Interim Methodology, SDG&E would decrease the CARE rates by an amount equal to a given formula so that CARE customers would receive prospectively a full 15% discount on their total Utility Distribution Charges (UDC) including PX charges each month.  

4. SDG&E proposes that the Interim Methodology terminate when the Commission issues a final decision in SDG&E’s Rate Design Window (RDW) Application (A.) 91-11-024.

5. By his letter dated July 28, 2000, the Executive Director waived the protest and response period to AL 1241-E, under authority of General Order 96-A, Section XV. 

6. Under the CARE Program, qualified customers are offered a 15% discount on their gas and electric bills as the Commission adopted in D.89-09-044.

7. During the rate freeze, SDG&E achieved the 15% discount to the CARE customers’ total electric bill by a reduction of approximately 40% from the non-discounted distribution rates.  The reduced distribution rates, in addition to the exemption from the CARE surcharge, resulted in an overall CARE discount slightly higher than 15% at that time.

8. After the rate freeze, SDG&E continued using a fixed cent/kWh discount for distribution rates in accordance with the methodology reflected in Appendix A of the All-Party Settlement adopted in D.99-05-051.

9. Under the current methodology, a CARE customer’s total bill changes with changes in PX prices and the effective overall CARE discount varies accordingly.

10. The current CARE rates set forth in Electric in Electric Rate Schedules DR-LI, DS, DT, DT-RV, D-SMF are based on an embedded PX price of 4.6 cents per kWh.  When PX prices are above 4.6 cents per kWh, CARE customers end up getting less than 15% discount on their total bill.  CARE customers get more than 15% actual discount when PX prices are below 4.6 cents per kWh. 

11. On a going forward basis, it is reasonable to grant SDG&E’s request to modify the CARE rates by applying a discount equal to 15% of the difference between the applicable weekly PX price and the 4.6 cents per kWh price embedded in rates. 

12. An adjustment to the CARE rates is also reasonable should the PX prices fall below 4.6 cents per kWh during the period that the Interim Methodology is in effect.  

13. Another component to SDG&E’s Interim Methodology proposal is to decrease CARE rates by an amount equal to 35% of the difference between the applicable weekly PX price and the 4.6 cents per kWh price embedded in rates for a four week period beginning August 7, 2000.  This adjustment is intended to compensate CARE customers for the shortfall in discounts that they received from May 28 through August 6, 2000.

14. SDG&E’s four-week 35% rate adjustment proposal is a reasonable means to provide additional relief to CARE customers from exorbitant energy bills during this time.  

15. SDG&E’s four-week 35% rate adjustment proposal has the effect of retroactively instituting SDG&E’s Interim Methodology for the months of June and July when the steep spikes in PX prices began and correcting the CARE discounts that should have been received by CARE customers at that time.

16. SDG&E’s four-week 35% rate adjustment proposal should be approved. 

17. It is appropriate to limit the CARE program costs to fund no more than the current 15% discount level. 

18. The Care Rate Interim Methodology Adjustment as adopted herein does not prejudge the Commission decision on SDG&E’s CARE Discount Line-Item Methodology proposal in A.91-11-024.

19. 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.

Therefore it is ordered that:

1. San Diego Gas & Electric’s Advice Letter 1241-E is approved with the following modifications.   If San Diego Gas & Electric wishes to establish the CARE Rate Interim Methodology Adjustment, it shall

a. Decrease CARE rates in Electric Rate Schedules DR-LI, DS, DT, DT-RV, D-SMF, by applying a discount equal to 35% of the difference between the applicable weekly PX price and the 4.6 cents per kWh price embedded in rates for a four-week period beginning August 7, 2000.

b. Adjust CARE rates in Electric Rate Schedules DR-LI, DS, DT, DT-RV, D-SMF, by an amount equal to 15% of the difference between the applicable weekly PX price and the 4.6 cents per kWh price embedded in rates for each week thereafter.  CARE rates will be adjusted downward when PX prices fall above 4.6 cents per kWh and upward when they fall below the said amount. 

c. Continue providing the adjustments to the CARE rates from week to week until the Commission issues a final decision in San Diego Gas & Electric’s Rate Design Window Application 91-11-024.

2. Should San Diego Gas & Electric choose to implement Advice Letter 1241-E as modified, it shall file by August 10, 2000, a supplemental advice letter.  This supplemental advice letter shall modify the tariff schedules proposed in AL 1241-E to include the following language under “CARE Rate Interim Methodology Adjustment”: 

CARE Rate Interim Methodology Adjustment

For the four week period beginning August 7, 2000, those customers eligible for a CARE discount will have the rates set forth in the rate table above decreased by an amount equal to the following formula:

1. (applicable weekly PX price - $0.046/kWh) x 35%

After the four week period, those customers eligible for a CARE discount will have rates set forth in the rate table above adjusted by an amount equal to the following formula:

2. (applicable weekly PX price - $0.046/kWh) x 15%

These adjustments will continue from week to week until the Commission adopts the changes to rates in SDG&E’s November 1, 1999 Rate Design Window Application 91-11-024 anticipated to occur in Fall, 2000. 

(Item 1. Above provides customers with an additional discount to make up for the amount that they did not receive as a result of higher PX prices during May 28, 2000 through August 6, 2000).

The tariffs shall be effective today, subject to Energy Division’s finding that they are in compliance with this resolution. 

3. The 30-day review period is waived.

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 3, 2000; the following Commissioners voting favorably thereon:
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     Commissioners

�  In its RDW filing, SDG&E proposed that the unit charges applicable to CARE customers be the same as for non-CARE customers, but that CARE bills would include a 15% line-item discount to the total UDC bill amount (and exclude CARE surcharges).  The line-item discount would be based on 15% of the total UDC charges, including PX energy charges, plus an exemption from the CARE surcharge.  The same Line-Item Methodology CARE discount would be applicable to CARE customers that opt for Direct Access.


� Testimony of Robert Hansen at page IV-4.


� To illustrate, the baseline rate during the rate freeze was $0.10438/kWh.  Current baseline unbundled UDC rate (without generation component) is $0.05849/kWh.  The difference between these rates is $0.046/kWh.


� One exception is during October 1999, when the average PX price was less than 4.6 cents/kWh.  Energy Division used the monthly average PX prices posted on SDG&E’s website in calculating the percentages and also assuming a 50-50 split between baseline and non-baseline energy usage.





 
- 1 -
- 11 -

