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FINAL DECISION ON ALLOCATION OF THREE-CENT RATE INCREASE



At the May 15, 2001, continuation meeting, the California Public Utilities Commission approved, on a 3 to 2 vote, a revised Alternate Decision of Commission President Lynch.  In response to the concerns raised by industry, the final decision approved by the CPUC provides for higher rate increases for residential customers who use over 130% of baseline quantities and slightly lower rates for commercial, agricultural, and industrial customers.  The final decision also implements a cap on the average rate increases for industrial customer classes – a feature not seen in the previous proposed decisions.  In addition, agricultural rate increases are capped at 15-20%, which is much lower than in the previous alternatives.  The final decision also preserves non-tiering of rates for non-residential customers and, for the time being, bill limiters of 250% for agricultural customers and 300% for commercial and industrial customers.



The specifics are as follows:



Revenue Allocation Methodology:  The decision adopts an equal cents per kWh methodology to allocate the energy costs.  The shortfall caused by exempting usage under 130% of baseline for residential customers and under the CARE and medical baseline programs is allocated one third each to the residential, commercial and industrial classes.



Industrial Rate Cap:  In order to balance the CPUC’s “concern for the economy” with equity and conservation, the final decision adopts a cap on the average rate increases to be applied to the industrial class of customers.  For PG&E, the average rate increase cap for industrial customers will be 12.3 cents per kWh and for 12.9 cents for Edison.



Amortization of Rate Surcharges:  The revenue associated with applying the three-cent surcharge to all non-exempt energy sales from March 27, 2001 to the date utilities begin collecting the surcharge will be allocated to one third each to the residential, commercial and industrial classes and amortized over a 12 month period beginning June 1, 2001.



Bill Limiters:  In order to mitigate the “rate shocks” resulting from the decision, the final decision adopts a bill limiter (an upper limit on the amount of increase a customer would realize in a single month) of 300% for all rate classes other than agriculture and 250% for the agricultural class to be place by July 1, 2001.  In oral comments made by President Lynch, the limiter will be based on average rates for the class.  As noted below, several commissioners may want to revisit having bill limiters.



Non-Residential Rate Tiering:  The final decision rejects tiered rates for commercial and industrial customers.
Definition of Agricultural Customer:  In response to concerns raised by food processors, the CPUC will hold workshops over the next six weeks to determine whether changes to the class of customers eligible to be served under agricultural rate schedules are needed to include agriculture-related commercial and industrial customers and to examine the impact of cost shifting upon other customer groups.



Agricultural Rates:  The final decision caps agricultural rate increases at 20% for time of use customers and 15% for non-time of use customers.



Rates:  Please refer to the rate schedules on the website (Acrobat Reader version) which are also found on the CPUC’s website, www.cpuc.ca.gov under Special Announcements, Item 1-a, Proposed Decision of Commissioner Lynch, Appendix B (PG&E) and Appendix C (Edison).



Anticipated Changes To Final Decision:  In oral comments made at the meeting, I anticipate that the CPUC will reconsider the imposition of bill limiters, not proceed with the special market-based rates for the federal government facilities and open an investigation into the current baseline amounts.  All of these changes will impact either the bill a customer receives or result in some later rate increase as the CPUC looks at allocating revenues or shortfalls in certain balancing accounts ordered to be established.



As with all CPUC decisions, there may be some minor changes to the decision and to the rate tables due to the fast-track nature of this proceeding.  In addition, the advice letter filings of PG&E and Edison which are to be filed no later than May 21, 2001, may raise additional questions.
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