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Order Instituting Rulemaking on the Commission’s Proposed Policies Governing Restructuring California’s Electric Services Industry and Reforming Regulation.


�



Rulemaking 94-04-031


 (Filed April 20, 1994)�
�



Order Instituting Investigation on the Commission’s Proposed Policies Governing Restructuring California’s Electric Services Industry and Reforming Regulation.�






Investigation 94-04-032


  (Filed April 20, 1994)�
�



COMMENTS OF OFFICE OF RATEPAYER ADVOCATES


ON STANDARDS AND CRITERIA THE COMMISSION 


SHOULD ADOPT REGARDING AN ELECTRIC SERVICE PROVIDERS FINANCIAL VIABILITY AND TECHNICAL AND OPERATIONAL ABILITY.





These comments are offered by Office of Ratepayer Advocates (ORA) in response to the November 7, 1997 ruling of Administrative Law Judge Wong requesting comments from interested persons addressing the standards and criteria the Commission should adopt regarding an electric service provider’s financial viability and technical and operational ability.  ALJ Wong’s ruling was issued pursuant to passage of Senate Bill (SB) 477 which, among other things, made revisions to PU Code Section 394 regarding registration of electric service providers.  ORA recommends that the initial financial viability and technical and operational ability criteria adopted by the Commission be designated as interim and be reevaluated after two years.  This will provide an automatic opportunity to evaluate the efficacy of the adopted criteria.


For the Commission’s information, ORA is attaching to these comments a copy of the “Sample Application Form for Parties Wishing to Offer, Render, Furnish, or Supply Electricity or Electric Generation Services to the Public in the Commonwealth of Pennsylvania, Interim Requirements.”  This form was attached as “Appendix C” to a February 13, 1997 Final Order of the Pennsylvania Public Utility Commission in Docket No. M-00960890, F. 0004.  


Aside from SB 477, electric service providers (ESPs) have to sign legally binding service agreements with UDCs.  These service agreements require each party to remain in compliance with all applicable laws and tariffs, including applicable CPUC requirements.  The service agreements incorporate the direct access tariff, which requires ESPs to meet specified credit standards if they undertake to provide certain billing options to their customers.  Further, certain UDCs require that ESPs demonstrate to the UDC’s satisfaction that the ESP has the technical and operational capability to undertake these billing options and to interface with the UDC electronically (e.g. consolidated billing by an ESP in PG&E’s service territory).


Some ESPs or other commentators may argue that these existing requirements set forth in the Direct Access tariff are sufficient financial, technical, and operational tests to  satisfy SB 477.  ORA disagrees because only ESPs which elect to offer certain billing options will be subject to a UDC’s financial, technical and operational review.  SB 477 is clearly intended to apply to all ESPs who offer or intend to offer service to small customers.


I.	PROOF OF FINANCIAL VIABILITY 


The collection of funds from customers and subsequent business failure of an ESP or outright theft of such funds by an unscrupulous operator pose financial risks to consumers.  SB 477 ties financial viability to ensuring that “residential and small commercial customers have adequate recourse in the event of fraud or nonperformance.”  (PU Code § 394 (a)(9))  ORA suggests that financial viability can be demonstrated in one of three ways.  First, the ESP could provide documentation showing a credit evaluation from Moody’s of “Baa2” or higher or an evaluation from Standard and Poor's, Fitch, or Duff and Phelps of “BBB” or higher.  This is identical to the credit requirement of section P of the Direct Access tariff for ESPs undertaking consolidated billing.  (For example, Rule 22 for PG&E) 


ORA anticipates that many smaller ESPs or newly formed entities could not meet this requirement, in which case the ESP could provide a security deposit.  ORA proposes basing the amount of a security deposit on the number of kilowatt hours the ESP forecasts it will sell to small customers over a 12 month period.  The security deposit should be sufficient to cover one half of the expected sales price of the kilowatt hours.  For example if an ESP forecasts average sales of 500kWh a month to small customers at an average of 3 cents per kWh for 1000 customers the security deposit would have to cover $90,000 (500x1000x12x$0.03/2).


Section P of the Direct Access tariff provides four methods of establishing a security deposit; cash deposits, letters of credit issued by a major financial institution, surety bonds (defined as renewable and issued by a major insurance company), and guarantees with guarantors who have a credit rating of Baa2 or higher from Moody's or BBB or higher from Standard and Poor's, Fitch, or Duff and Phelps.  ORA believes any of these methods of meeting the security deposit requirement should be acceptable to the Commission.


As an alternative to requiring a security deposit, the Commission could require that ESPs procure a performance bond� and set the amount of the performance bond at a level sufficient to provide adequate recourse for customers in the event of fraud or nonperformance.  The bond amount could be based upon sales volume and any amounts that ESP collects by way of deposits or advance payments for electricity usage.


II.	PROOF OF TECHNICAL AND OPERATIONAL ABILITY 


To enter business as an ESP will require certain specific technical and operational capabilities.  Some of these capabilities are already addressed in the Direct Access tariff.  For example, as discussed above, offering certain billing services to customers will require that an ESP satisfy a UDC that it has the technical and operational capability to undertake such billing in an accurate and timely fashion.  ORA recommends that general criteria established by the Commission should focus on the technical and operational capabilities that ESPs will require to interact with customers, UDCs, and other market participants, such as scheduling coordinators, in a timely and efficient manner.  


In order to transact business, an ESP must have a signed service agreement with a UDC and an agreement with a Scheduling Coordinator.  ORA, therefore, recommends that the Commission require an affirmative declaration from the �
registering ESP that it has signed such agreements�.  Such a declaration could be submitted either (a) when the ESP first registers (or, in this case, re-registers with the Commission), or (b) within 3 months after registering with the Commission.  If an ESP intends to act as its own Scheduling Coordinator, it should also make a declaration that it has signed a “service agreement” with the ISO.  


Another condition of registration should be that ESPs provide the rates, terms and conditions of their standard service plans that are available to residential and small commercial customers, as required by SB 477.  (PU Code §§ 392.1 (a) and 394.5)  SB 477 requires that registered ESPs file this information with the Commission. Providing the information as a condition of  registration constitutes no additional burden on the ESPs and should be required.  


Opportunities for misrepresentation can also arise in the marketing of service plans with claims such as, "environmentally friendly", or "green power".  If an ESP intends to market "renewable" or "green" power, it should be required to demonstrate upon registration that it has been certified by the California Energy Commission as a renewable resource provider in accordance with SB 90 (PU Code § 383.5 (e) (1) (D)), or has qualified to use the "Green 'e' " logo or other equivalent standard.  


Regarding customer service requirements, ORA recommends that customers should be able to (i) contact an ESP representative during regular business hours, (ii) communicate with an ESP via mail, phone, fax, e-mail, and other electronic methods, (iii) receive data on their electric consumption for at least a 12 month period, and (iv) be able to query or dispute bills with a �
knowledgeable ESP representative during regular business hours.  These customer service needs translate into the following requirements for ESPs:


 a public telephone number staffed during business hours, which, during non-business hours, has an informational message and the capacity to forward emergency calls to the UDC;  


 a fax number; 


 an e-mail address.  (A web-site would be very desirable for ESPs, but should probably be optional at this point.);  


 an actual office address in California (not merely a post office box);


 the capability of providing at least 12 months of  past energy consumption or billing data.  (The Commission ought not to specify how an ESP fulfills this record-keeping function.) 


The above requirements would assist both customers and other market participants in their interaction with ESPs.  However, it is clear that the business-to-business transactions among all direct access providers could be streamlined if all providers utilized the electronic transfer of documents.  This process is best represented by the electronic data interchange (EDI) standards that enable this form of business communication.  ORA recommends that the Commission take the initiative by requiring all ESPs to verify that they can implement and utilize the EDI standards, specifically the American National Standards Institute's (ANSI) X.12 standard, in communications with other market participants.  


ORA believes any market participant can implement such a standard for $5000-$10,000 or less.  As discussed in ORA’s response to the August 18, 1997 Supplemental Workshop Reports on Retail Settlements and Information Flows (August 29, 1997) all three UDCs are progressing toward implementation of EDI standards and ORA believes that by the time the Commission issues criteria for public comment (March 31, 1998), all market participants will have settled on EDI 


as an electronic document transfer standard. The Commission can facilitate this process by requiring or mandating that ESPs also implement the EDI standards.  


Respectfully submitted,





—————————————


Catherine A. Johnson


Staff Counsel


Attorney for the Office of Ratepayer Advocates


California Public Utilities Commission


505 Van Ness Ave.


San Francisco, CA 94102


	Phone: (415) 703-1385


January 16, 1998				Fax: (415) 703-4432


� ORA recognizes that the availability of bonding in the emerging competitive electric industry is in question -- See "Petition to Modify Order D.97-12-048, Opinion Regarding The Meter and Data Communications Standards Workshop", filed by Applied Metering Technologies, Inc., January 5, 1998. ORA believes the subject of bonding can and should be explored in this forum. 


� ORA notes that as of January 8, 1998 only 34 ESPs, of the 250-plus that have registered with the Commission had signed service agreements with one or more of the three major UDCs.  ORA does not have information regarding how many ESPs have signed agreements with SCs. 
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