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�
I.	Introduction





Itron, Inc. (“Itron”) and Schlumberger Industries, (“Schlumberger”) respectfully submits theirits comments upon the Meter and Data Communications Standards Workshop Report, dated July 25, 1997 (the “MDCS Report”), to the Public Utilities Commission of the State of California (the “Commission”).





The qualifications of Itron and Schlumberger and theirits interest in these proceedings are well known to the Commission from their written submissions to and their participation in hearings before and meetings at the Commission.





It is the position of Itron and Schlumberger that the MDCS Report makes a very valuable contribution to the process of effecting a transition to Direct Access, a remarkable contribution given the time constraints imposed upon its development, but that the MDCS Report must be modified in certain modest, but critical, respects in order to:


rationalize more effectively the recognition of standards applicable to meter data communications both to incorporate needed standards and to eliminate unnecessary and burdensome requirements; �


avoid premature and wasteful dispositions of entirely serviceable metering assets and technologies; and�


adjust expectations with respect to standardization and moderate the burden of standardization to more reasonable levels in the interest of a smooth and cost-effective transition to Direct Access.


�
Specifically, Itron and Schlumberger respectfully recommends that:


The Commission approve the standards recommended in the MDCS Report for metering and meter data management agent (“MDMA”) services on a preliminary or tentative basis only and refer the final inclusion or exclusion of standards to a venue under the auspices of the Commission designated to resolve issues related to standards, because:





The Meter and Data Communications Standards Workshop (the “Workshop”) did not have adequate time to study and resolve certain issues related to the usefulness and applicability of certain standards;





The adoption of certain standards has been recommended which are not clearly appropriate; and





A number of useful and recognized standards have not been included in the list of Workshop recommendations.�





The Commission forthwith establish a venue under its own auspices to resolve issues related to standards, because:�


The need for such a venue was found by the Workshop (MDCS Report, §I.B.2) (but no recommendation for the establishment thereof was made);





A properly authorized center of expertise is critical to the resolution of highly technical issues against a background of substantial industry understanding; and





The need for resolution of standards issues and for interpretation of standards exists now and will arise on an on-going basis. (The Workshop could serve as that venue if it was provided with continued support in expert dedicated resources.)





�
The Commission not allow any discouragement to be offered or any barriers to be placed in the way of continuing to use assets and technologies which have provided and continue to provide good value to industry participants, and the Commission should, therefore, modify to the extent necessary or eliminate those provisions of the MDCS Report which could discourage or erect barriers against the continued use of such assets and technologies, because:�


To do otherwise could discourage investments in the public interest;





To do otherwise might limit the usefulness of existing and continuing investments; and





To do otherwise could create an unwise dependency upon the timely emergence of new technology which cannot be assumed.


�
II.	Executive Summary





	“It may seem a strange principle to enunciate as the very first requirement in a Hospital that it should do the sick no harm.”  Florence Nightingale (1820 - 1910) in Notes on Hospitals





	“. . . I will enter to help the sick, and I will abstain from all . . . harm . . .”  Hippocrates (c. 460 - 400 B.C.)  in The Physician’s Oath





Itron’s and Schlumberger’s essential contention in these Comments is that, whatever the MDCS Report does by way of assisting in the process of transition to Direct Access, and it does much of a positive nature in this respect, the MDCS Report should also meet the requirement of doing no harm to that transition.  With modest, but significant, modifications, the MDCS Report can be made to meet that requirement, and those modifications can be made without altering or distorting, indeed, entirely consistently with, the intentions of the Commission and those of the framers of that report.





* * *





In creating a new business era, as the Commission is committed to provide for the electric services industry, it is tempting to discard much of the prior era wholesale and substitute therefor what appears to be, in principle, a more modern, more progressive approach.  Over-enthusiasm in submitting to that temptation implicates the twin risks of throwing away still very serviceable assets, on the one hand, and promising far too much than can reasonably be delivered in new technology in the short term, on the other.





These twin risks are quite real as the Federal Energy Regulatory Commission (“FERC”) and its regulated constituents have learned to their regret.  Recent news reports indicate that serious problems have been encountered with the Open Access Same-time Information System (“OASIS”) mandated under FERC’s Order 889.  (See, e.g., Megawatt Daily, July 21, 1997, at pp. 1, 4.)  Itron submits that the adoption of OASIS was not in error but, rather, that the process closed out other proven, viable options and raised hopes for new technologies beyond realistic expectations.





At meetings in Washington, D.C., recently, “[o]ne-by one, power marketers detailed examples of how the system has burdened their trading operations and the power market in general.”  (At p. 1)  The disappointment with the new technology was coupled with the enforced unavailability of older technology -- the very twin-risk problem identified by Itron herein.  On January 3 of this year, “transmission-owning utilities were required to begin posting transmission capacity information on web sites tied to OASIS, a national, Internet-based transmission capacity reservation system [new technology with which there were associated unreasonable short-term expectations].  Transmission providers are now prohibited from providing capacity information over the phone [still very serviceable older technology], which forces traders to use the system to reserve capacity.”  (At pp. 1, 4; bracketed material added.)





The following comments with respect to OASIS are worth noting as they contain lessons applicable to the transition to metering data communications standards as contemplated by the Commission and as sought to be implemented in the MDCS Report:





 “At this point, we’d say the OASIS has been more of a mirage.  We came for a cool drink of water and got a mouthful of sand.”  Terry Callender, Electric Clearinghouse (At p. 1)





“OASIS has turned a three-step process for reserving energy into a seven-step process.”  Brian Tierney, Enron Power Marketing (At p. 4)





“We don’t object to the goals of OASIS, but we are troubled by the unintended consequences the process now required . . .”  Marjorie Phillips, PECO Energy (At p. 4)





* * *





Itron and Schlumberger areis vitally concerned to assist the Commission by pointing out the possible or likely unintended consequences and lost opportunities which follow the MDCS Report without modest, but critical modifications, could cause.





Those unintended consequences and lost opportunities include:


the premature adoption of certain standards which may not add material value and would surely be the cause of continuing controversy;





the premature closing of the list of applicable standards and the consequent exclusion of standards which could add material value and would not necessarily be the cause of controversy;





the discouragement of the continued use of existing serviceable assets and technologies; and





the creation of unreasonable expectations with respect to the short-term availability of the benefits of standardization.


�
These possible unintended consequences are avoidable, and the actions necessary to avoid them are not onerous and will not delay the transition to Direct Access, but will, rather, make that transition more graceful and effective.  Itron respectfully recommends that:


The Commission approve the standards recommended in the MDCS Report on a preliminary or tentative basis only and refer the final inclusion or exclusion of standards to a venue under the auspices of the Commission designated to resolve issues related to standards;





The Commission forthwith establish a venue under its auspices to resolve issues related to standards, and the Workshop could serve as that venue if it was provided with continued support in the form of expert dedicated resources; and





The Commission not allow discouragement to be offered to or any barriers to be placed in the way of continuing to use assets and technologies which have provided and continue to provide good value to industry participants, and the Commission should, therefore, modify to the extent necessary or eliminate these provisions of the MDCS Report which could discourage or erect barriers against the continued use of such assets and technologies.





In their Comments, Itron and Schlumberger establishes the factual basis for theirits concerns, set forth theirits recommendations to the Commission in detail, and offer modifications to the MDCS Report.





Finally, Itron and Schlumberger believes that the Workshop has clearly proven its value.  Itron and Schlumberger areis concerned to make clear that theirits proposed refinements of the MDCS Report are not intended in any way to demean the contribution of the Workshop.


�
III.	Argument





It is the gravamen of Itron’s and Schlumberger’s argument that:


The adoption of the MDCS Report without certain modest, but critical, modifications could have unintended adverse effects upon the transition to Direct Access;





The Commission should (i) approve the standards recommended in the MDCS Report on a preliminary or tentative basis only, (ii) establish a venue under its auspices to resolve issues related to standards, and (iii) refer the matter of final inclusion of standards to that venue (which could, in Itron’s view, be the Workshop); and





The Commission should modify to the extent necessary or eliminate those provisions of the MDCS Report which would offer discouragement to or erect barriers against the continued use of assets or technologies which provide and continue to provide good value to industry participants.








These points will be developed in the following sections.





A.	The adoption of the MDCS Report without certain modest, but critical, modifications could have unintended adverse effects upon the transition to Direct Access.





Itron and Schlumberger shares with the Workshop the belief that the application of national standards is necessary for California to participate in a national market in energy services and metering.  (MDCS Report, §I.B.2)  Itron and Schlumberger does, however, also believe that the MDCS Report should be modified in certain modest, but critical, respects in order to lessen the risk of unintended adverse effects of certain recommendations and findings made in the MDCS Report upon the transition to Direct Access.





The possible unintended adverse effects could take the form of delays in the transition process (as a result of needless controversy on the applicability of required standards to hardware or software) or the increase in the cost of Direct Access (as a result of conformity to unnecessary standards or failure to continue to utilize serviceable assets or technologies through their useful lives).





1.	The premature adoption of certain standards which may not add material value and would surely be the cause of continuing controversy





More study is necessary before a definitive list of standards can be compiled.  The list of standards recommended by the MDCS Report should not be regarded as definitive because it contains standards which may not add material value and would surely be the cause of continuing controversy.





For example, the MDCS Report recommends for adoption the ANSI standard for the utility industry end device table data, ANSI C12.19.  That standard was vigorously debated in the Workshop.  That debate is likely to continue as the underlying issues are important and contesting positions are strongly held.





At the bottom of the debate on ANSI C12.19, is a recurrent question in the standards development process -- is the value of standardization greater than the cost in terms of both time and money of conformity to the standard?  In the case of ANSI C12.19, this question remains not only unanswered, but also hotly contested.  Certain major utilities in the U.S. do not require conformity to ANSI C12.19 by their meter suppliers, and, accordingly, some meter manufacturers have not chosen to implement that standard.  Itron and Schlumberger areis not questioning ANSI C12.19 as a starting point for discussion, but, rather, the blanket adoption of ANSI C12.19 in its present form at this time.





The Workshop did not have time to address the value of ANSI C12.19 adequately, or to consider needed and/or useful changes, and yet the MDCS Report recommends its adoption and, by so doing, substitutes its own judgment for that of the market participants on an issue as to which consensus has not been achieved.  The recommendation, if adopted, could increase the cost of meters for Direct Access and delay availability of competitive meters.  The recommendation of the MDCS Report that the Commission adopt ANSI C12.19 is premature.





The economic underpinnings of Direct Access lie in reliance upon decisions by market participants.  Properly applied standardization can increase the effectiveness of market decisions.  Standardization can, however, remove the power of market participants to choose without any clear substitution of benefits.  The recommendation of the MDCS Report with respect to ANSI C12.19 in its present form is an example of standardization at the expense of market decisions without clear related benefits.


�
2.	The premature closing of the list of applicable standards and consequent exclusion of standards which could add material value and would not necessarily be the cause of controversy





More study is necessary before a list of standards applicable to metering and MDCA services can be considered closed.  The list of standards recommended by the MDCS Report should not be regarded as definitive because it does not contain a number of useful standards which would not necessarily be the cause of controversy.





Thus, for example, there are currently in the market place a variety of methods for communicating to electric meters and electric metering equipment.  Those methods include radio frequency, telephone, serial communications, and others.  In the list of standards proposed by the MDCS Report, the standard for telephone modem communication (C12.21) has been included as well as the standard for optical communication and network interface, but there has been no inclusion of standards for serial communication, radio-based communication, or others.  Clearly, there are national standards on serial communication, EIA/TIA-232-E and others, and ongoing work on a radio standard under the sponsorship of IEEE SCC31, but there is no mention in the report of any of these standards.  While standards of modem-based telephone communication were included, there was no mention of the standards for telephone-based communication by means of DTMF (dual tone multiple frequency), EI/TIA-70 and ANSI T1401.





The MDCS Report not only does not include in its recommendations certain institute-sanctioned communications standards, but also does not even consider existing de facto standards, i.e., product standards which have emerged as a result of wide market acceptance.





While Itron’s automatic meter reading (“AMR”) technology can be deployed consistently with the MDCS Report, Itron’s electric meter module (“ERTs” - Encoder, Receiver, Transmitters) technology has been licensed to Schlumberger and is an example of a multi-vendor de facto standard as a result of the installation of more than 9 million of them in the aggregate by Itron and Schlumberger, and consideration should be given to the recognition of such de facto industry standards before any definitive list of standards is deemed closed.





The use of such de facto industry standard products should not be viewed as an expedient measure pending the arrival of new standardized product, but rather as a high value, low cost standard approach available today and thus offering an alternative to promised or anticipated products which, while they may comply with institute-sponsored standards, have no proven market acceptance.





Moreover, provided that the list of applicable standards is not closed, de facto communications standards may clearly obtain institute-sponsored standard status if the proponent thereof is prepared to open its protocols.  Itron took the first step in the direction of opening its protocol years ago when it licensed Schlumberger Industries to manufacture ERTs and continues its licensing efforts with other meter suppliers.  Itron is also having discussions with the Electric Research Power Institute with a view to opening its protocols to the public in cooperation with EPRI.  Such efforts should not be foreclosed by the promulgation of a definitive standards list at this time.





3.	The discouragement of the continued use of existing serviceable assets and technologies





The MDCS Report dwells heavily on standards for new solid state communicating meters and places too little emphasis on existing, lower cost serviceable electromechanical meters.  This relative emphasis could inadvertently discourage the use of such meters for Direct Access when those meters can, by the addition of an Itron ERT or other meter module, provide all necessary information for Direct Access.  The MDCS Report may unintentionally convey a message of “out with the old, bring in the new,” although that approach would be unnecessarily expensive and may delay Direct Access if new product availability becomes an issue.





The MDCS Report should be modified to eliminate that unintended message and to provide equal dignity to new technology and older technology when both deliver required capabilities.  Such an approach would avoid skewing market decisions, preserve existing investment, and provide low cost alternatives to market participants.


�
4.	The creation of unreasonable expectations with respect to the short-term availability of the benefits of standardization





The development and recognition of standards is critical, but the existence of standards does not assure the commercial availability of conforming product.  The emphasis in the MDCS Report on yet to be delivered or even yet to be designed products and systems may lead to unreasonable expectations with respect to availability of standardized product and of the benefits of standardization.





Suppliers and users of metering equipment and systems are always balancing the costs of and benefits of new equipment that will cause their existing equipment and systems to become obsolete or, at least, not state-of-the-art.  For a manufacturer, the development of a new metering product could easily take two or more years at a cost of ten million dollars or more.  For the user, the issues of the installed base of equipment in the field, the testing and/or maintenance equipment needed to support the installed base, the duplication of inventory, and the additional training of people required to interface with new equipment all enter into consideration and tend to cause slower than expected adoption of new technology driven by new standards.  





The availability of products on the schedule contemplated by the MDCS Report is not assured, and such unavailability may not only disappoint expectations, but also cause disenchantment with Direct Access.


�



B.	The Commission should (i) approve the standards recommended by the MDCS Report on a preliminary or tentative basis only, (ii) establish a venue under its auspices to resolve issues related to standards and (iii) refer the matter of final inclusion of standards to that venue.





Itron and Schlumberger respectfully submit that, in Section III.A. above, it was established that it would be premature to adopt as final or definitive the list of standards recommended in the MDCS Report.  Itron and Schlumberger does not, however, believe that no action should be taken, but, rather, that the Commission should approve those standards on a preliminary or tentative basis and establish a venue under Commission auspices to resolve issues related to standards.  The Commission could then properly refer the matter of final inclusion of standards to that venue.








1.	The Workshop did not have adequate time to study and resolve certain issues related to the usefulness and applicability of certain standards.





Itron’s and Schlumberger’s recommendation that only preliminary or tentative approval of the list of standards recommended by the MDCS Report be given at this time is not intended as criticism of the Workshop’s efforts.  The MDCS Report represents a remarkable contribution to the transition to Direct Access.  However, the time available to the Workshop was quite limited -- severely limited when measured in relation to the multi-year process usually associated with the development of institute-sponsored standards.  Preliminary approval should be viewed as a properly cautious endorsement of the MDCS Report and as an unqualifiedly favorable recognition of the efforts of the Workshop.  The withholding of final approval at this time will serve to provide time for further consideration of and reflection upon the ultimate inclusion or exclusion of particular standards.





2.	The MDCS Report recognized the need for the creation, under the auspices of the Commission of, a venue for the resolution of issues related to standards; such a properly authorized center of expertise is critical to the resolution of highly technical issues relating to standards against a background of substantial industry understanding; and the need for a venue to serve that purpose is a continuing one.





The MDCS Report explicitly recognized the need for the creation, under the auspices of the Commission, of a venue for the resolution of issues related to standards (MDCS Report at I.B.2), and Itron and Schlumberger supports the transformation of that recognition into a recommendation to the Commission.





The proper resolution of thorny issues relating to standards requires substantial technical knowledge and a high degree of practical industry experience and understanding.  Only such a combination of capabilities can provide the balanced judgment necessary to weigh the value and costs of particular standards, to measure the contribution of standards in the context of industry practices, and to recognize the role of both institute-sponsored and de facto standards.





Itron and Schlumberger fully supports and respectfully recommends to the Commission the creation forthwith of a venue to serve as a properly authorized center of expertise able to resolve the highly technical issues relating to standards against a background of substantial industry experience and understanding.





Itron and Schlumberger further believes that the Workshop could serve as that venue, particularly if it was provided with expert support on a continuing basis.  Arrangements to provide that support can be made with industry participants and selected institutions.





Finally, on this point, Itron and Schlumberger believes that the need for such a venue is a continuing one as possible new standards arise and issues of interpretation are presented.





C.	The Commission should modify to the extent necessary or eliminate those provisions of the MDCS Report which would discourage or erect barriers against the continued use of assets or technologies which provide, and continue to provide, good value to industry participants.





Itron and Schlumberger respectfully submits that, in Section III.A. above, it was established that the MDCS Report could tend to discourage the continued use of serviceable assets and technologies, e.g., electromechanical meters, which have provided and can continue to provide good value to industry participants well into the era of Direct Access.  The failure to utilize such assets, when appropriate, would be wasteful and would add to the costs of the transition to Direct Access.





Accordingly, Itron and Schlumberger respectfully submits that the Commission should modify to the extent necessary or eliminate those provisions of the MDCS Report which would discourage or erect barriers against the continued use of serviceable assets and technologies.  Thus, for example, Sections IV.D.1 and IV.D.2 of the MDCS Report might need to be modified, or clarified, so as not to discourage or prevent the continued and extended use of existing technology.





There is a need for an appropriate transition period from currently existing standards and metering implementation practices to those appropriate for Direct Access metering.  This period cannot be arbitrary or cost barriers to the adoption of Direct Access by consumers will be created.  Additionally, approved equipment may not be timely or available in a timely manner due to development problems or confusion brought on by conflicting interpretations of what standards to apply and how to apply them.  Delay to the effective implementation of Direct Access for many consumers may, therefore, follow.  Itron and Schlumberger recommends an approach outlined by the California Energy Commission:  





“Products purchased for use shall conform to all applicable standards, where such applicability is determined by a committee consisting of participants in the California electricity marketplace, within two years of the publication of the standard by a nationally recognized standards organization.  Products in production prior to the applicable standard publication date shall be purchasable under a “grandfather clause.”  This “grandfather clause” means that existing products are acceptable for use in the California electricity marketplace for the remainder of the product life cycle.  In other words, for existing products, the marketplace will determine when products need to be removed from service.”  (MDCS Workshop Report, Section IV.D.1.)





�



1.	To do otherwise could discourage investments in the public interest





Investments in AMR systems can, in certain circumstances, offer the most cost-effective approach to providing data for Direct Access.  That cost effectiveness derives in part from the ability of such systems to utilize existing electromechanical meters.  Where investments in AMR systems can provide cost advantages, they should be made.





If a potential provider of an AMR system was concerned that, after some artificially established date, useful additions to that system might not be able to be made, then that potential provider might be discouraged from making that investment which would have otherwise been in the public interest.








2.	To do otherwise could create an unwise dependency upon the timely emergence of new technology which cannot be assured





Any artificial date established as a limitation upon the use of existing technology not only has the potential to have a wasteful effect and to discourage investment in the public interest, but also could create an unwise dependency upon the timely emergence of new technology which cannot be assured.  The development of new technology is not only expensive, but is also subject to delays in commercial availability.  Such delays are common, and recognition of that fact provides the cautionary message that depending upon the emergence of technology into commercial availability by a particular time is fraught with danger and should be avoided.  That danger can be avoided by not establishing any artificial date as a limitation upon the use of existing technology.





3.	To do otherwise might limit the usefulness of existing and continuing investments





Existing AMR technology can be used to read not only electric, but also gas and water meters.  The utilization of such technology to read multiple meter types lowers costs for all concerned.  There is no near-term prospect of the emergence and wide acceptance of solid-state communicating gas and water meters.  Existing gas and water meters are not communicating devices, but, like existing electromechanical meters, can be retrofitted to work effectively with AMR technology.  If implementation of AMR systems for electric meters is encouraged to await the emergence of standardized solid-state communicating meters, then the short-term opportunity for cost savings through reading multiple meter types will be deferred and even possibly lost if new meter modules must be developed for gas and water meters to make them compatible with systems developed for new electric meters.





Itron and Schlumberger believes that the market should decide on the appropriateness of technologies, and no barriers to or discouragement of the continued implementation of existing technologies should be tolerated.


�
IV.	Conclusion





For the reasons stated in these Comments, Itron and Schlumberger respectfully submits that:


The Commission should find that the MDCS Report is a valuable contribution to the transition to Direct Access;





The Commission should find that the adoption of the MDCS Report without certain modest, but critical, modifications could have unintended adverse effects upon the transition to Direct Access and should make the necessary modifications; and





The Commission should (i) approve the standards recommended in the MDCS Report for metering and MDMA services on a preliminary or tentative basis only, (ii) establish a venue under its auspices to resolve issues related to standards, and (iii) refer the matter of final inclusion of standards to that venue.
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