Chapter 18�PRIVATE ��


Monitoring and Oversight of Direct Access Implementation








18.1	Development of a Conforming Implementation Plan





At the scoping workshop for consumer choice issues held on April 22, 1996, a proposed timeline was distributed that set forth a schedule of filings and possible workshops which would follow the filing of the Working Group report on August 30, 1996, and lead to a CPUC decision on direct access implementation issues by June 1997.  As the reader will note, this report has cogently identified the key issues to be resolved for direct access implementation and described many alternatives for addressing those issues.  However, it is not a consensus document that offers a specific implementation plan.  Instead, some process must be undertaken to develop an implementation plan issued by the CPUC that is derived from the alternatives identified in this report.





	18.1.1  Alternative 1:  Continue Further Working Group Efforts After August 30





	Some working group participants believe that the IOUs and other parties must collaborate in a working-group format after August 30, 1996, to develop a final conforming implementation plan based on this report and the decisions made by the CPUC and FERC.  





	Pros:  There is concern among some parties that the CPUC may lack the necessary resources to develop such a final plan.  


	


	Cons:  A working group of diverse stakeholders is unlikely to reach a consensus position on the specifics of an implementation plan, just as consensus was elusive in this report. 





	


	18.1.2  Alternative 2:  A CPUC Decision Follows Review of This Report, Reply Comments, and Possible Further Hearings





	Some parties believe that, after considering the input provided by this report, the CPUC must adopt and issue a final conforming implementation plan based on this report, the reply comments to it, and any related restructuring decisions made by the CPUC and the FERC, with a public comment period to follow issuance of a draft plan.  


	


	Pros:  This approach would optimize the resources of many stakeholders who are already stretched near the breaking point and who would be even further frayed by the time any future implementation plan collaboration would occur.  This could lead to under-representation in such a collaborative; which is a concern that has been expressed by certain Commissioners regarding the current DAWG process.


	


	Cons:	Resources also are taxed at the CPUC.





	


	18.1.3  Alternative 3:  The CPUC Reaches Decisions on Implementation Issues in Stages





	Many parties believe that the Commission must reach a decision regarding certain issues before the commencement of any further working group collaboration.  Without such decisions, a future collaboration would not aid in advancing implementation of direct access.  Examples of key issues for possible initial resolution by the CPUC include: 


	


	1. Does there need to be a phase-in period of direct access eligibility, and if so, over what time frame?


	


	2. If there is a phase-in period, what methodology will be used to determine customer eligibility?


	


	3. Will every customer wishing to participate in direct access be required to make use of an hourly-interval meter, or can load profiles be used for certain customers in lieu of this metering capability?


	


	Pros:  A Asequenced@ set of decisions could enable a more thorough review and discussion of the most important elements of direct access implementation, thereby reducing the pressure for a single decision on all elements of implementation under a rushed schedule.  Such a plan would balance further working group collaboration with specific CPUC guidance on key issues.


	


	Cons:  It may be difficult to prioritize issues for decision and could delay the timetable proposed at the April 22, 1996, scoping workshop.








18.2  Oversight of Implementation








18.2.1 CPUC Monitoring of Direct Access. 





Upon implementation of direct access, whether through a phase-in process or universal availability as of January 1, 1998, the CPUC probably should monitor implementation for a number of reasons.  These include efforts to ensure that the Implementation Plan is properly followed; assessment of whether all the systems put into place as part of implementation are working properly and adequately; determination whether market participants are conducting themselves appropriately in accordance with the Policy Decision and the Implementation Plan; and, assuming a phase-in period of eligibility, assessment of the necessary length of the phase-in period.  





Several parties believe that the Commission should act well before January 1, 1998, to establish a monitoring apparatus to advance these and any other monitoring goals.  Whatever the form of that monitoring apparatus, these parties suggest that the CPUC issue a status report regarding implementation no less frequently than every six months. Such a report should be followed by a public comment period for stakeholders to state their agreement or disagreement with the Commission's assessment of implementation activities.





18.2.2 Verification That a Phase-in Schedule is Appropriate. 





As addressed in Section 18.2.1, one of the primary reasons for a monitoring apparatus is to verify that a phase-in period, if it occurs, is facilitating a smooth implementation of direct access transactions, and whether any adjustments to a phase-in schedule are appropriate.








	18.2.2.1 Alternative 1:  Possible Acceleration of Any Phase-In Period


	


	Depending upon what the CPUC determines through its monitoring program, several parties believe that the CPUC should be in a position to accelerate the phase-in period for direct access eligibility if direct access implementation is proceeding smoothly.  For example, if the various systems established to operate the ISO and PX, and to conduct billing activities, are not overly burdened by the initial subscription of direct access participants, the Commission may wish to broaden the availability of direct access earlier than may be initially scheduled under the Implementation Plan.  The Commission may also wish to suggest changes in practice or procedure which would facilitate customer participation.


	


	Pros:  Provides the CPUC with flexibility to modify its decisions regarding Direct Access implementation as more data on the process becomes available.








	18.2.2.2   Alternative 2:  Possible Lengthening of Any Phase-In Period





	The CPUC's monitoring program may lead to the conclusion that direct access implementation is not proceeding according to the Implementation Plan.  In that circumstance, the CPUC may wish to assess whether steps should be taken to decelerate the implementation of direct access.  Several parties believe, however, that in the event a phase-in schedule for direct access eligibility is extended, any customer who already has elected direct access should be permitted to maintain its eligibility.


	


	Pros:  Provides the CPUC with flexibility to modify its decisions regarding Direct Access implementation as more data on the process becomes available.








18.3 	Recovery of UDC Implementation Costs


	


In section 4.1.2 of this report, the key activities are identified which are necessary to permit direct access implementation to occur.  They include:  a) program design and regulatory approvals, (b) customer education and notification of participation, (c) customer-specific activities, (d) system verification prior to commencement, and (e) program operation and monitoring.





For each of these activities, there are likely to be cost burdens above and beyond the costs incurred under the current market structure which will affect the UDC, customers directly, and potential new market participants.  The DAWG will not address the specific magnitude of implementation costs borne by new market participants, as it is assumed that third parties will seek cost recovery through market-based pricing rather than through regulatory mechanisms.





For UDCs and customers, however, different implementation alternatives have different cost implications, regarding both the magnitude of these costs as well as the means by which they will be recovered.  This will impact the CPUC*s policy decisions to the extent a balance must be struck between a policy objective and the costs of meeting that objective.





18.3.1		Identification of Appropriate Activities





Within the activities described in Section 4.1.2 are an array of functions which the UDC must perform or otherwise deploy investment capital to facilitate direct access implementation.  They are outlined below:





	18.3.1.1	Program Design and Regulatory Approvals





	The activity with greatest cost in this category is the development of the Independent System Operator (ISO) and Power Exchange (PX) infrastructure.  The costs of establishing the ISO and PX are still being developed.  Current preliminary estimates are that the development of the ISO will cost $185 million and the development of the PX will cost $65 million.  Once they are functioning, each entity will reimburse the utilities for development costs and recover operating costs through their tariffs.








	18.3.1.2	Customer Education and Notification of Participation





	A number of UDC activities will be required to ensure that proper customer education and notification of participation is accomplished prior to direct access implementation.  These include, but are not limited to: help in establishing an Independent Education Trust; specific UDC education efforts to supplement the Trust activities; augmentation of existing UDC customer service functions to address direct access inquiries, and administration of customer notification procedures.  Cost estimates of these activities have yet to be developed.








	18.3.1.3	Customer-Specific Activities





		In sections 4.2.6 and 11.0 of this report, there are two discussions critical to defining the nature and cost of customer-specific activities necessary for direct access implementation.  Section 4.2.6 discusses the tradeoffs of allowing a load profile to be used in lieu of an hourly-interval meter for certain direct access customers.  Section 11.0 discusses the various technology options for hourly interval meters.  


	


	The policy decisions and choice of technology regarding metering and communications for direct access will drive their cost impact on customers and on the UDCs.  As indicated in section 11.0, the per-customer cost of installing hourly-interval meters ranges from $_ to $_ depending on the metering scenario.  If load profiles are to be used for certain customers, then there will be metering and data collection costs associated with establishing accurate load profiles.  These costs will vary depending on the degree of precision desired.


	


	Data for direct access customers using an hourly-interval meter must be tracked hourly, which increases by several-hundred fold the data storage and processing requirements relative to today*s monthly collection of data by the UDC.  In some cases, the cost burden of data storage and processing for direct access transactions could be borne by direct access providers other than the UDC.  However, it is likely that the UDCs will be required to increase their data processing capabilities to some degree.  This is especially true under a scenario in which a customer of the UDC is allowed a Avirtual direct access@ option whereby the customer*s generation purchases from the PX are tracked hourly by the UDC for later billing purposes.  The data storage and processing costs will vary depending on the direct access options available to the customer.





	18.3.1.4	Systems Verification Prior to Commencement





	A number of hardware and software system installations are implied by the array of activities required for direct access implementation.  Different technology applications are likely for metering and communications requirements, data processing and storage, billing, and customer service systems.  These systems must be able to interact with each other and transfer information in a compatible format.  It is possible that costs will be incurred by the UDCs to ensure that this compatibility is sufficient.





	18.3.1.5	Program Operation and Monitoring





	A number of activities will take place once direct access is effective, presumably beginning January 1, 1998, that will involve monitoring of the effectiveness of direct access transactions.  The overall monitoring and evaluation function is likely to be a CPUC responsibility, but various monitoring activities, including the interaction between the UDC and the ISO, and the adequacy of customer education efforts, may impose costs on the UDCs.








18.3.2		Prudence and Recovery of Costs of Authorized Activities





To the extent the UDCs are authorized by the CPUC to perform direct access implementation activities, some mechanism should be in place to determine the prudence of UDC expenditures and the recovery mechanism for prudent costs.





	18.3.2.1	Alternative 1: Memorandum Accounts for each UDC





	Memorandum accounts would be established for each UDC in connection with direct access implementation.  The CPUC would review and approve the prudence of these costs under a formal proceeding.  UDC recovery of these costs would be based on UDC-specific rate setting and CTC recovery mechanisms established in other proceedings.





	Pros:  Addresses the fact that each UDC is likely to have different restructuring cost impacts.  Also recognizes that the rate-setting and CTC recovery mechanisms may differ to some extent among the UDCs.








	18.3.2.2	Alternative 2:  Statewide Trust for UDC Implementation Costs





	A trust would be established similar to that created to fund development of the ISO and PX.  The UDCs would file a joint application seeking to establish a single tax exempt trust for direct access implementation costs.


	


	Pros:  Uses the precedent established by the CPUC in establishing funding for other restructuring costs.





	Cons:  Direct access implementation costs are likely to differ for each UDC and, unlike development of the ISO and PX, will not necessarily be focused on a single activity affecting all UDCs.
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