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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Order Instituting Rulemaking to Establish Standards of Conduct Governing Relationships Between Energy Utilities and Their Affiliates.


Rulemaking 97-04-011

(Filed April 9, 1997)

Order Instituting Investigation to Establish Standards of Conduct Governing Relationships Between Energy Utilities and Their Affiliates.


Investigation 97-04-012

(Filed April 9, 1997)

ADMINISTRATIVE LAW JUDGE’S RULING

SOLICITING COMMENTS

ON REVIEW OF AFFILIATE TRANSACTION RULES

AND NOTICE OF WORKSHOP

This ruling solicits comments from the regulated utilities (respondents) and other interested parties concerning proposed suggestions for amending, revising, and improving the Commission’s affiliate transaction rules adopted in Decision (D.) 97-12-088, as modified by D.98-08-035 and other Decisions. 
  Those decisions established standards of conduct governing relationships between California’s public utility gas corporations and electrical corporations, subject to regulation by this Commission, and their affiliates.  Ordering Paragraph 10 of the Affiliate Transaction Rules (Affiliate Rules) directs that:

“The Commission staff shall prepare for our consideration an Order Instituting Rulemaking (OIR) or combined Order Instituting Rulemaking/Order Instituting Investigation (OIR/OII) or other appropriate procedural vehicle, to review the rules adopted by this decision.  This document should be prepared for our consideration no later than within three years, or by December 31, 2000, or sooner if conditions warrant.” 

In preparation for the OIR or combined OIR/OII the Energy Division (ED) will hold a workshop on July 18, 2000, 
 from 9:00 a.m. to 12:00 p.m, and 1:30 p.m. to 4:30 p.m., Room 4010, the Commission Office, 505 Van Ness (at McAllister), San Francisco, California 94102.  The purpose of the workshop is to gather information and to encourage discussion on the priority of issues to be addressed in the OIR/OII.  ED is particularly interested in hearing about respondents’ practical experience with the affiliate rules.  In planning for the workshop and the subsequent OIR or combined OIR/OII, we request that respondents and interested parties report to us with comments and proposed suggestions for amending, revising, and improving the affiliate rules.  Proposed changes should include arguments supporting the changes and any data that would be relevant. Any party wishing to file comments or proposed changes to the affiliate rules is invited to do so directly to Jack Fulcher in ED, by Friday, July 14, 2000.  In addition, please respond to Fulcher confirming your attendance at the workshop and how many participants you are bringing.  His e-mail address is JEF@cpuc.ca.gov, and his telephone number is (415) 703-1711.

Following the July 18, 2000, workshop, ED will prepare a workshop report.  Any party wishing to file comments on what should or should not be considered in the workshop report may do so by July 28, 2000.  Any reply comments are due August 4, 2000.  The OIR or combination OIR/OII will then be prepared for Commission consideration no later than December 21, 2000.

Respondents will be all electric and gas utilities, including natural gas storage companies, regulated by this Commission. 

Background

On April 9, 1997, the Commission issued its OIR/OII (R.97-04-011/ I.97‑04‑012) to establish standards of conduct governing relationships between California’s natural gas local distribution companies and electric utilities and their affiliated, unregulated entities providing energy and energy-related services.  The OIR/OII set forth two objectives to guide the Commission’s formation of the appropriate rules:  (1) to foster competition and (2) to protect consumer interests.  We were concerned with the behavior of the Commission-regulated utilities, not the affiliates.  The purpose of the rules was to ensure that utility entities competing to provide energy services faced uniform rules so that no advantage or disadvantage accrues to any one competitor.

We were concerned with the potential advantage the incumbent utilities would have in the electric industry restructuring process and an increasingly competitive market.  Thus the Commission anticipated the need for rules to promote a level playing field.  Specifically, we stated that the investor-owned utility’s affiliates might be targeting the same customers as the investor-owned utility or might be offering services the utility does not offer.  We had market power concerns because of the utility and its affiliates’ ownership ties and the pre-existing market dominance of the monopoly utility.  The development of a comprehensive market could be undermined if the utility were able to leverage its market power into the related markets where their affiliates competed.  

In addition, to foster competition and protect the consumer, we wished to prevent cross-subsidization and self-dealing, so that a utility’s customers will not subsidize the affiliate’s operation.  Our rules are also intended to prevent customer confusion in product promotion and advertising, so that there is no representation to consumers that the affiliate assumes all the attributes of the regulated-utility because of the corporate connection, and to protect the utility’s release of customer-specific information, except where the customer has consented in writing to the disclosure.

Procedural Background

On December 16, 1997, we adopted the Affiliate Rules in D.97-12-088.  On August 6, 1998, we issued D.98-08-035 to modify the Rules to explicitly permit utility affiliates to use utility employees for certain out-of-state projects on a temporary basis.  We changed the Affiliate Rules language and clarified other issues and attached Modified Affiliate Rules as Appendix A to D.98-08-035.  In D.98-12-075, we adopted Rule VIII, entitled “Complaint Procedures and Remedies.”  In D.99-09-002, issued September 2, 1999, we modified Rule I.G and II.A.  This decision also said that all electric and gas utilities under our jurisdiction would be respondents in this Rulemaking taking a “relook” at the Affiliate Rules.  In D.98-11-027, issued November 5, 1998, we clarified the Affiliate Rules concerning the use of disclaimers, and modified the disclaimer rules in D.99-09-033 for Southern California Gas Company and San Diego Gas & Electric Company only.

IT IS RULED that:

1. 
Comments are solicited to gather information on whether the Affiliate Rules set forth in Decision (D.) 97-12-088, as modified by D.98-08-035, should be amended, revised, or improved, so that the Commission can initiate a rulemaking to review the affiliate transaction rules, as required by Ordering Paragraph 10 in D.97-12-088.

2.   This ruling shall be served on parties of record in R.97-04-11/I.97-04-012, as well as on all electric and gas utilities regulated by the Commission.  Parties to that rulemaking are invited to serve comments in response to this ruling.  Service of comments shall be on the service list for R.97-04-11/I.97-04-012.

3.   The Energy Division will conduct a workshop on July 18, 2000, to gather information and to encourage discussion of the priority of issues to be addressed.  Pre-workshop comments and proposed rule changes are due to the Energy Division by Friday, July 14, 2000.

4.   A workshop report will then be prepared.  Comments on the workshop shall be due July 28, 2000.  Reply comments are due August 4, 2000.

5.   It is anticipated that an OIR or combined OIR/OII will be prepared to review the Affiliate Rules and will be before the Commission for its consideration no later than December 31, 2000.

Dated June 19, 2000, at San Francisco, California.







Carol Brown

Administrative Law Judge

CERTIFICATE OF SERVICE

I certify that I have by mail this day served a true copy of the original attached Administrative Law Judge’s Ruling Soliciting Comments on Review of Affiliate Transaction Rules and Notice of Workshop on all parties of record in this proceeding or their attorneys of record.

Dated June 19, 2000, at San Francisco, California.



Fannie Sid

NOTICE

Parties should notify the Process Office, Public Utilities Commission, 505 Van Ness Avenue, Room 2000, San Francisco, CA  94102, of any change of address to insure that they continue to receive documents. You must indicate the proceeding number on the service list on which your name appears.

* * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * *

The Commission’s policy is to schedule hearings (meetings, workshops, etc.) in locations that are accessible to people with disabilities. To verify that a particular location is accessible, call: Calendar Clerk (415) 703-1203.

If specialized accommodations for the disabled are needed, e.g., sign language interpreters, those making the arrangements must call the Public Advisor at (415) 703‑2074 or TDD# (415) 703-2032 five working days in advance of the event.

�  Rule VII [Utility Products and Services] and Rule VIII [Complaint Procedures and Remedies], adopted in D.98-12-075, are also subject to this relook. 


�  D.97-12-088, slip op. at p. 99.


�  Interested parties are encouraged to check the Commission’s web page, � HYPERLINK http://www.cpuc.ca.gov ��www.cpuc.ca.gov�, under Daily Calendar, for any additional information on the workshop, including a possible change of meeting room location.
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