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RESPONSE by SOUTHERN CALIFORNIA EDISON COMPANY (U 338-E) TO PETITION BY PG&E FOR MODIFICATION OF D.97-10-087

I. 
INTRODUCTION

Pursuant to Rule 47(f) of the California Public Utilities Commission (“Commission”) Rules of Practice and Procedure, Southern California Edison Company (“SCE”) submits this Response to the Petition by Pacific Gas and Electric Company (“PG&E”) for modification of Decision 97-10-087 (the “Petition”).  

In the Petition, PG&E asks the Commission to approve an amendment to PG&E’s Electric Rule 22 (adopted by D. 97-10-087) to clarify the procedure to be followed by the utilities in paying accumulated negative charges (i.e., credits or refunds) for direct access customer accounts which are billed under Electric Service Provider (“ESP”) Consolidated Billing.  

PG&E requests that the Commission adopt its procedure for handling negative utility charges under ESP Consolidated Billing.  Specifically, PG&E requests that it be permitted to require the ESP to show that it is either passing the credits on to its customers or that its customers have assigned to the ESP the right to receive the credits before PG&E is obligated to release payment of accumulated credits to ESPs performing consolidated billing.  PG&E claims that this process will protect it from the risk of future claims by customers that PG&E should have paid the credits directly to them.  

While SCE does not oppose the proposed procedure if applied solely to PG&E, for the reasons discussed below, SCE opposes any attempt to impose PG&E’s proposed procedures on SCE.

II. 
DISCUSSION

A. SCE Processes Both Charges and Credits on its Bills for ESP Consolidated Accounts as Required by Rule 22.
The Petition states that clarification on the proper procedures for refunding credits is needed because Rule 22 makes no explicit reference to when the UDC’s charges are negative (i.e., the customer is owed a credit).  SCE disagrees.  SCE believes the verification procedures set forth in the Petition are unnecessary because under its Rule 22,
 both charges and credits for ESP consolidated accounts must be sent to the ESP without regard to the particular relationship between the ESP and its direct access customer.  

Rule 22 states that under ESP Consolidated Billing, SCE must calculate and send its bill to the ESP, and the ESP must then send a consolidated bill to the customer.  Rule 22.K.3.a.(1).  The customer is then obligated to pay the ESP for all SCE and ESP charges according to the terms established between the ESP and the customer.  Rule 22.L.2.d.  The ESP is financially obligated to pay the SCE charges regardless of whether it receives payment from the end-use customer.  Rule 22.k.3.a.(3)(c).
Section K.6.a.(2)(a) regarding “Adjustment of Bills for Meter Error” for ESP Consolidated Billing further provides that:  “If an ESP is providing Consolidated ESP Billing for a Direct Access Service Account affected by meter error, Edison will transmit adjusted Edison and TTA Charges, calculated as provided in Rule 17, to the ESP.”  (Emphasis added.)  Section K.6.b.(3) regarding “Adjustment of Bills for Billing Error” for ESP Consolidated Billing provides that “Edison will adjust its bill to the ESP under the Consolidated ESP Billing option for billing error pursuant to Rule 17 for Edison and TTA charges.”  (Emphasis added.)

SCE interprets these provisions to mean that an ESP performing consolidated billing acts as the billing agent for the direct access customer and assumes all responsibilities to receive UDC charges as well as UDC credits for ESP consolidated accounts.  Based on this interpretation, SCE’s billing system was modified to recognize an ESP providing ESP Consolidated Billing as the party financially responsible for paying the bills directly to SCE, not the end-use customer.
  In other words, the ESP is considered the customer of record for any accounts it serves under ESP Consolidated Billing.  Accordingly, when SCE “sends its bill to the ESP,” SCE automatically processes all UDC charges as well as any credits that apply to the ESP consolidated accounts, which can serve to reduce outstanding ESP balances.  This process enables SCE to follow the same collection practices for ESP consolidated accounts as it follows for non-direct access customers.  

If SCE is required to adopt the change proposed in the Petition, SCE will have to alter its billing system so that it no longer automatically processes credits/refunds to the ESP account and can instead delay such processing until appropriate documentation is received from the ESP and reviewed by SCE.  This could require costly system changes and manual processes for SCE that are not warranted or necessary.  The cost of such charges could be as much as several hundred thousand dollars.

B. SCE Should Not Be in the Role of Policing the Customer Relationship.

In performing the billing process described above, SCE does not interact with the customer or inquire into the customer’s relationship with the ESP before sending UDC charges or credits/refunds to the ESP.  SCE’s billing process is consistent with the Rule 22 provisions relating to ESP Consolidated Billing discussed above.  SCE should not be in the role of policing the relationship or the terms of any agreement between the ESP and its customers.  It is the ESP’s responsibility to act according to the terms of its agreement with its direct access customers, as the energy provider and billing agent.  It is not SCE’s responsibility to investigate whether the ESP is performing its agreements with end-use customers.  SCE simply cannot justify the added administrative expense of serving in such a policing role.

PG&E’s rationale for requiring documentation from the ESP prior to forwarding any credits/refunds is to protect itself from potential claims filed against PG&E by the direct access customer if the ESP does not forward the credits/refunds to the customer as required.  SCE believes that the direct access customer, having chosen the ESP as its billing agent, is required to look to the ESP to resolve any such claim for billing error.  This is consistent with Section k.6.a(2)(a) of Rule 22 regarding adjustment of bills for meter error, discussed above, which states that under ESP Consolidated Billing, the customer will be solely responsible for obtaining refunds of ESP electric power overcharges attributable to a fast meter from its current and prior ESPs, as appropriate.  

C. The Credits on ESP Consolidated Accounts Should be Sent to the ESP.

PG&E contends that the credits (to the extent that PG&E owes the credits) belong to the direct access customers and not the ESP, and therefore PG&E should be allowed to require certain documentation from the ESP before PG&E pays the credits to the ESP.  PG&E cites to D.98-07-032 for the proposition that the Commission treated RCS credits as belonging to customers in the Revenue Cycle Services (“RCS”) case.  PG&E states that it was permitted for a limited time to provide the credits directly to ESPs conducting consolidated billing.  PG&E claims that this was due to PG&E’s inability to show the credits on customers’ bills, although the Commission’s preference was to have the credits flowed through on customers’ bills.  This does not comport with D.98-07-032.

The Commission in D.98-07-032 recognized that credits/refunds under ESP Consolidated Billing should be sent to the ESP.  In rejecting PG&E’s proposal to send checks for RCS credits directly to customers billed under ESP Consolidated Billing, the Commission stated that:

Under consolidated ESP billing it is the ESP that bills and collects from the end-use customer.  The ESP is required to pay the full utility charges regardless of whether the customer actually pays the ESP.  Therefore, because it is the ultimate responsibility of the ESP to guarantee payment, the ESP should receive the refund check.  Otherwise, we would have the possibility that customers that have not paid the ESP will receive a refund check from the utility for service that they have not paid for.  Also we agree, in the case of consolidated billing by ESPs, that it is anti-competitive to have the refund go directly to ESP end-use customers for which the UDC does not directly send a bill.”  (D.98-07-032, p.16).

PG&E claims that the fact that credits are paid directly to the customers under UDC Consolidated Billing and Separate Billing demonstrates that the credits actually belong to the customers.  PG&E’s own Petition, however, recognizes that in some instances the customer may have assigned his/her right to any credit/refund to the ESP.  In addition, as stated above, the Commission in D.98-07-032 recognized that credits/refunds under ESP Consolidated Billing are to be treated differently than under UDC Consolidated and Separate Billing.  

D. Any Changes to Rule 22 Applicable to All of the Utilities Should Be Discussed in the Rule 22 Working Group or Other Forum.

PG&E states that it did not raise the issues in the Petition in the Rule 22 Working Group because PG&E wanted to bring the matter directly to the Commission’s attention as soon as possible.  However, if the Commission would like all of the UDCs to follow the same practices regarding the processing of credits under ESP Consolidated Billing, then the issues raised by the Petition need to be further explored and discussed in a forum in which all UDCs participate, whether in the Rule 22 Working Group or another forum.

There are several unanswered questions raised by the Petition.  For instance, what procedure will PG&E follow if the ESP fails to provide “sufficient” documentation that the ESP will either forward the credit/refunds to the direct access customer or that the ESP is the assignee of such refunds.  Would PG&E refuse to pay the credit/refunds to the ESP?  If so, this would be contrary to SCE’s practice of timely accounting for current credit/refunds on a customer accounts.  Would PG&E then pay the credit/refunds directly to the direct access customer?  If so, this appears to conflict with the finding of D. 98-07-032 which precluded PG&E from sending RCS credits directly to direct access customers billed under ESP Consolidated Billing.  

SCE submits that questions such as the foregoing need to be addressed by all the UDCs before the Commission rules on the Petition, if the proposed change is to be applied to all the UDCs.

III. 
conclusion

In conclusion, for the reasons discussed above, SCE opposes the Petition to the extent it would require SCE to implement PG&E’s proposed changes into SCE’s own Rule 22.  SCE requests that the Commission deny the Petition as applied to SCE.  Alternatively, if the Commission would like all of the UDCs to follow identical procedures for credits/refunds under ESP Consolidated Billing, SCE believes that the UDCs should further discuss the issues raised by the Petition in the Rule 22 Working Group or other forum before any action on the Petition is taken.
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�	All citations herein are to SCE’s Rule 22 unless otherwise stated.


�	This is consistent with the credit requirements for an ESP performing ESP Consolidated Billing, which require that the ESP establish its creditworthiness of twice the estimated maximum monthly bill for SCE charges.  Rule 22.p.2.b.
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