





									September 13, 1996

















Commissioner Henry M. Duque


California Public Utilities Commission


505 Van Ness Avenue


San Francisco, CA  94102





Dear Commissioner Duque:





The parties to this letter wish to express their collective belief that it is critical to the success of electric industry restructuring to unbundle essential services within the distribution function as soon as possible.  Support for this position reflects the opinions of a utility, commission staff, customers and retailers.  We are seeking a ruling from this Commission to commence the unbundling of  services within the distribution function in the November 15th filing, calling for an array of services to be unbundled by January 1, 1998.  Without such a ruling, we believe inaction by a few parties, who appear to believe that all distribution services should remain bundled and monopoly provided, will needlessly dead-lock this process.  As a result, customer choice, particularly to residential and small commercial customers, may be severely impaired.





On August 26, the Ratesetting Working Group (RWG) filed a document which was intended to inform the Commission on the type and amount of unbundling needed in Track 1 (by January 1, 1998) and in Track 2 (after January 1, 1998).  The so-called Five Consensus Items (i.e., Generation, Transmission, Distribution, Public Goods Charges and Competition Transition Charges), as described in the report, are nothing more than what the Commission has previously directed and�do not reflect the direction to the RWG by the CPUC roadmap decision to pursue distribution function unbundling of component services.  Unfortunately, the RWG became hopelessly polarized between supporters and critics of unbundling these  component distribution services.  Supporters emphasized customer choice to all customers, not just large customers, and the need to enable retailing.  Critics opined that further unbundling went beyond the Commission’s intent, argued that service unbundling may not be in the public interest, and claimed that direct access implementation could be delayed if any distribution services had to be unbundled.


�
Therefore, what began in earnest as a consensus document on distribution service unbundling ended as a stalemate and a compilation of five separate perspectives regarding the extent and timing of distribution service unbundling.  Nevertheless, contrary to the wide range of positions that fill the August 26 report, consensus is evident on certain unbundling fundamentals that the report itself may not highlight.  In this consensus letter, we wish to emphasize what we see as the areas of broad agreement which were apparent to many of us in the working group meetings.





We have reached agreement among ourselves, despite a lack of consensus within the RWG, that essential “revenue cycle” services�, at least key metering and billing services, can and should be unbundled in Track 1.  Any remaining revenue cycle services can be unbundled in Track 2 along with services emerging as candidates for unbundling as the competitive retail market develops.  Differences among the parties regarding other unbundling possibilities can also be addressed in Track 2.  By this approach, the Commission can initiate the process of unbundling services within the distribution function by January 1, 1998 and avoid unnecessary delays. 





The undersigned support the unbundling of competitive distribution services as part of electric industry restructuring -- direct access -- because:





Unbundling distribution services is desired:





--	Unbundling of the costs and competitive supply of distribution services�	is important for customer choice.





--	The Commission’s direction to pursue the unbundling of component�	distribution services was unambiguous in the roadmap decision.	�


--	Recent legislation, i.e., AB1890, supports unbundling competitive�	distribution services that lead to non-discriminatory prices to all�	customers, including residential and small commercial customers.  





Unbundling distribution services is essential:





--	Unbundling the distribution function into its component services is a�	key element for direct access and customer choice to all customers.





--	Unbundling more than just the commodity will support the emergence�	of a viable, competitive retailing industry.





 Unbundling distribution services is feasible:





--	A sound, practical service costing method can be developed and applied�	(e.g., one method is being proposed by San Diego Gas & Electric Co.).





--	Reasonable cost estimates are sufficient to inform and empower retailers.  





Unbundling distribution services is timely:





--	Key metering and billing services can be unbundled by January 1, 1998.





--	The January 1, 1998 direct access implementation date will not be delayed.








To achieve the goal of distribution service unbundling in Track 1, we suggest that you issue an Assigned Commissioner’s Ruling which will:





Clarify to the RWG that:





--	it was and is desired and intended by the Commission to explore�	unbundling certain essential services within the distribution function,





--	some component distribution services can surely be offered competitively,  





--	the purpose of the RWG was to decide which services to unbundle and�	how service unbundling should be done to produce reasonable prices.





Order each utility, by October 1, to include in the November 15th filing,�at a minimum, the following:  





--	a list of specific revenue cycle services to unbundle by January 1, 1998





--	a sound methodology for unbundling distribution service costs/prices





--	illustrative cost/price estimates for one or more revenue cycle services 





The November 15th filings and comments will afford the Commission the opportunity to develop a record from which to decide: (1) which services to unbundle, (2) what method should be used to develop costs and prices, (3) which services should be unbundled in Track 1, (4) which can be delayed�until Track 2, and (5) how rapidly services can be unbundled in Track 2. 





This will position the State to pursue the degree of unbundling that the full Commission deems most appropriate, instead of assuring that no unbundling will occur because the parties fail to develop unbundling approaches due to inaction.  We also ask that the full Commission issue policy decisions making clear to the RWG the Commission’s intent with respect to unbundling and eliminate the disagreement on this point that has unfortunately preoccupied�much of the RWG debate.





Support the rapid unbundling of selected revenue cycle services:





--	mandate the unbundling of illustrative metering and billing services in


	Track 1 to expand competitive retail services beyond the commodity





--	begin to identify other distribution services to unbundle in Track 2





--	establish a rapid schedule for unbundling remaining Track 2 services





Establish an ongoing unbundling process as the competitive market develops:





--	approve a sound, practical distribution service unbundling methodology 	(e.g., San Diego Gas & Electric Company has suggested one approach).





--	establish a procedure for identifying other services for future unbundling





--	open an investigation to discuss alternative end states consistent with the�	Commission’s intent and which will offer guidance to future unbundling.





The main thrust of this consensus response is that there is broad agreement that unbundling is desirable and necessary and that, unless decisive action is taken by the Commission and essential competitive distribution services are unbundled in Track 1, the momentum for unbundling may be lost as the Commission’s attention, and the attention of others, are diverted to other matters after January 1, 1998.  
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Meaningful competition, where retailers provide choices to all customers for the commodity and corresponding distribution services, needs Commission’s support for unbundling distribution services by January 1, 1998, e.g., metering and billing, and for establishing an ongoing process to ensure further unbundling of services.  


The undersigned support the Commission’s desire to achieve these objectives.











Respectfully submitted by:











_____________________________	______________________________


�
Unbundling Competitive Distribution Services


September 13, 1996, Letter to Commissioner Duque








The following are signatories to the September 13, 1996 letter to Commissioner Duque supporting aggressive unbundling of Competitive Distribution Services in California by January 1, 1998, and requesting CPUC guidance and direction in regard to such unbundling:





1.	San Diego Gas & Electric Company


2.	Agland Energy Services, Inc.


3.	Enron Capital & Trade Resources


4.	Illinova Energy Partners


5.	School Project for Utility Rate Reduction (SCUPP)


6.	Regional Energy Management Coalition (REMAC)


7.	Destec Power Services


8.	The Utility Solutions Partnership, Inc.


9.	California League of Food Processors


10.	Working Assets


11.	New Energy Ventures


12.	Association of Bay Area Governments (ABAG)





Additional parties added during the week of Sept. 16:





13.	Agricultural Energy Consumers Association


14.	SharePlus


15.	CPUC Office of Ratepayer Advocates





� “Revenue cycle services” include the activities which take place between a customer and the UDC (as well as between a customer and a retailer) in the “Read to Bank” process and includes a range of services, such as meter reading, data collection and processing, billing, credit, collections and customer inquiries.
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