








6.0    AGGREGATION OF CUSTOMER LOADS TO ACCESS GENERATION MARKETS





6.1.  TYPES OF AGGREGATION   








6.1.3.3	Alternative 3:  Competitive Choice Model  (UCAN)


		


	Market transformation is essential to the development of a competitive market.  The UDC has the potential to frustrate the development of this market, thus preserving its market.    It also has the capability of providing the very important role of facilitating market transformation.    





	Recognizing that the CPUC decision has mandated that the UDC will be the default agggregator, at least initially, another scenario offers the UDC an incentive to promote the development of a competitive market for retail services.   The proposal has two parts, which can be viewed as stages in market transformation.  





	In the first stage,  the UDC would both provide last-resort Power Exchange service while acting as market facilitator and conducting competitive solicitations for default aggregation by other non-UDC providers.   These competitive solicitations would allow many types of energy service companies to provide direct access and its related services to consumers on a default basis.   These competitive solicitations to provide direct access would be allocated on both a geographic basis and on the basis of customer groupings.  Customers would be grouped according to geography and expected load profile.  Certification of service providers would be necessary prerequisite and any solicitor would be obligated to accept comparable service rules as those imposed upon the UDC. 





	Meanwhile, UDCs with unregulated energy service affiliates would be prohibited from providing energy services within its own franchise territory.    This prohibition is based upon unavoidable cross-subsidies and local market power problems that would occur where a UDC interacting with an non-regulated affiliate.





	Where the UDC is able to award default service contracts to over 75% of its service territory (measured by KW or by # of customers) then the UDC is freed to engage in competitive activities within its territory. 





	So, in the second stage,  UDCs who have met the 75% measure and who have  unregulated energy service affiliates would be able to transact with these affiliates .   Presumably,  if the UDC is no longer the primary default provider of retail access and related services then, subject to demonstrating its lack of inordinate market power, it could provide competitive services.  Thus, utilities could join the market with other private aggregators, to offer retail services through affiliates, subject to a clear set of hurdles that establish the lack of retail market power.   





	The objective here is to provide all consumers, including small and medium consumersm  with access to the benefits of choice in a competitive retail market.  It seems essential that a viable group of competitive aggregators be created and fostered.  In this competitive market, consumers would be able to shop among competing retailers who seek to aggregate consumer loads, purchase power, and possibly provide special metering and enhanced services on a performance basis.





	UDCs can be viable and effective agents to provide the market transformation from regulated bundled services to competitive unbundled services.   Utility companies  can exercise choice both by accelarating the market transformation thereby freeing their unregulated energy service affiliates to participate as private, competitive aggregators.  





	In sum, these are shifts in the roles of the utility from UDC default provider to facilitator of automatic aggregation through competitive providers and then to become one of many private aggregators in a highly competitive market.   





	Pros: 





	This proposal accomplishes the following objectives:





	1.   Accelerates the development of a robust competitive energy services market and increases the presence of aggregators who will be available to serve all consumers, including small and medium-sized consumers.  





	2.   Prevents the frustration of a competitive market by cross-subsidy and market power enjoyed by the investor-owned utilities. 





	3.    Places the market-making responsibilities on a non-governmental entity with a vested interested in promoting competition. 





	4.    Offers choice, rather than imposing obligation, upon the UDC.


	


	5.     Reduces the need for regulatory oversight and government-dictated market facilitation policy. 





	6.     Alerts regulators to inaccurate cost unbundling and inappropriate market rules for default aggregation.    If these rules are untenable or skewed then few, if any, private aggregators will seek to become default aggregators.    The absence of bidders for these franchisors alerts the Commission to regulatory error that warrants correction.











	Cons:  





	An underlying assumption that UDC enjoy undue local market power or that cross-subsidies are unavoidable drive this proposal.    If proven to be unfounded, the alternative is less compelling, although still viable. 





	Another foundational assumption is that non-utility aggregators will want to serve as default aggregators.   Depending upon how costs are unbundled and market rules are set,  competing default aggregators may not materialize.    Alternatively, the competitive bidding process may be manipulated or mismanaged by the UDC to result in the creation of another unregulated franchise oligopoly.    The unregulated, utility�based private aggregator(s) may gain inordinate advantage in the marketplace, such as through superior information access, thereby exerting undue market power.





	Finally, some utilities may have other incentives to deter competitive forces and thus will not choose to solicitation alternative default aggregators.  











