PRINCIPLES TO BE CONSIDERED IN A CHANGED ELECTRIC SYSTEM

While this document represents general agreement on basic principles among the members of the focus group, there was not complete consensus on various points.  Some parties, particularly participants entering late in the process, disagreed with some of the statements, although this product reflects some of their input.  The focus group was informal in nature, and some participants were not present at all of the meetings; therefore, many of the entities represented should not necessarily be seen as endorsing the entirety of the following statements.  This document also should not be construed as a consensus endorsement of whether or not or to what extent restructuring should occur in the State of Georgia.

There is significant national, regional, and State discussion occurring about the potential impact of allowing electric customers to seek and choose between competing suppliers of electricity, commonly referred to under the generic nomenclature of retail wheeling.  There is general consensus that competitive markets are preferable over regulated markets when feasible, properly designed, and over seen, and that additional benefits to consumers could result from heightened competition in the electric industry.  The wholesale electric market has been opened to increased competition since the passage of the Energy Policy Act of 1992 (EPACT) and the subsequent actions of the Federal Energy Regulatory Commission. (FERC).  Many believe that further competition in the electric utility industry could bring lower prices and more choices for electric customers.  There is a general recognition that complete de-regulation may not be readily achievable in the electric industry, and that a form of re-regulation will result, albeit with a stronger dose of competition.  This possible state of affairs results from the perspective that electric generation will certainly be more competitive, but that transmission and distribution will remain somewhat regulated.  Notwithstanding the various scenarios that are envisioned, there should be certain principles established so that efficient and fair competition is ensured in any altered electric system.

--- The State of Georgia should ensure that the electric industry maintain generation supplies, transmission grids and distribution systems that are safe, reliable, and consistent with accepted industry planning and operating standards.

--- At a minimum, safety, reliability, service quality, and service restoration should be maintained at current levels.

--- The rules and regulations necessary to maintain the safety and reliability of the electric system must be non-discriminatory and adhered to by all market participants.

--- The State of Georgia and appropriate Federal officials should retain the necessary authority to assure the safety and reliability of the electric system.

--- The State of Georgia must have all authority necessary to prevent and prosecute fraud, and unfair and deceptive acts and practices in the provision of electricity and related ancillary services.

Regulation should serve as a substitute only in those circumstances where competition cannot provide results that serves the best interests of the public.  Therefore, government intervention may continue to be warranted due to the demands of certain public policy needs (i.e., societal benefits of various kinds).  It also needs to be recognized thoroughly, in moving from a regulated environment to a more competitive atmosphere, there are certain basic concepts that require resolving before entering into new territory.

--- The State of Georgia should assure that all classes of customers must be treated equitably and should benefit from increased competition and electric re-structuring.

--- Reliable electric service is essential.

--- The State of Georgia should ensure that universal service be maintained.

--- Entities providing universal service should be adequately compensated.

--- The State of Georgia should assure that all mandated programs designed to accomplish public policy objectives, such as universal service, low income assistance, environmental programs, and requirements for use of renewables, are maintained and furthered through a system of equitable financing, and are equitably contributed to by all providers and users of electricity.  A non-bypassable surcharge on electric bills should be considered.

The State of Georgia currently has aggregate electric rates that are generally below the national average.  The existing Georgia Territorial Electric Service Act, while defining utility service territories so as to avoid duplication, has brought an element of competition to the State.  Nevertheless, the regulatory atmosphere has required the current suppliers to adhere to numerous obligations, whether they be Federal (e.g., the Fuel Use Act and PURPA) or State.  Utilities have invested in significant generation, transmission, and distribution assets so as to provide universal service to current and past customers, as well as to future customers.  Therefore, any transition to amore competitive marketplace should take into account past regulatory commitments, actions, and investment decisions so that recovery of legitimate stranded costs is handled in an equitable manner.  Resolving this thorny issue expeditiously but fairly should assist in reducing the likelihood of litigation, which will forestall any benefits that may accrue from an early implementation of increased competition.

STRANDED COSTS & RELATED CONSIDERATIONS

--- The State of Georgia should consider the recovery of legitimate, unmitigatable stranded costs.

--- Recovery of stranded costs should consider prudency reviews and past regulatory actions.

--- The length of time for any transition period to increased competition should consider what is necessary to recover stranded costs. 

--- The State of Georgia, rather than the Federal Government, should set the rules to determine the recovery from stranded costs and investments.

--- There should be no cross-subsidy and over-recovery of stranded costs.

--- The State of Georgia should maintain its authority over the electric utility industry through the continuation of the Georgia Public Service Commission.

Differences among States and regions do exist, whether they be in geography, population density, or fuel resources for generation, and Federal mandates that interfere with electric re-structuring should be opposed, because retail electric utility regulation has traditionally been a State perogative.

--- Differences among States should be recognized and Federal mandates to the States for re-structuring of retail electric markets should be avoided.

--- There must be a market structure established to provide fair competition.

--- Competition among electric suppliers and buyers must be fair, non-discriminatory, and consistent, competitors should be subject to legal and regulatory treatment which will ensure a level playing field for competitors and consumers.

--- Subsidies and disparate legal or regulatory requirements that favor certain competitors or disadvantage others should be eliminated by the State.

The reciprocity issue is a paramount importance.

--- The State of Georgia should consider support of regional agreements and provide State authority for reciprocity with other  States for retail electric access.

--- There should be no reciprocity among suppliers operating within the State of Georgia.

--- No competitor competing within the State of Georgia should be allowed access to other customers in Georgia unless comparable and reciprocal access is provided to that competitor’s customers.

--- All suppliers should be certificated by the State of Georgia.

There are numerous considerations in moving toward more and fair competition.

--- The State of Georgia should support the elimination of Federal hindrances to more competition, including PURPA and PUHCA, but not limited to anti-trust activities, and seek to achieve a competitive level playing field, even if State or Federal mandates are necessary.  (There is an appropriate role for Federal and State oversight of the electric utility industry.)  Some participants believe PUHCA should be eliminated only after federal consumer protections comparable to or stronger than PUHCA are adopted in its place.  
--- The benefits of competition must be available to all consumers, whether they are currently the customers of utilities which are investor-owned, government-owned, co-operatives, or municipalities.

--- Entities subsidized and supported to an extraordinary degree by the Federal Government, such as the Tennessee Valley Authority (TVA), should not be allowed to participate in a competitive electric marketplace until those subsidies are removed.

TAXES

--- The State of Georgia should minimize the negative tax implications and revenue impacts on the State and local governments (e.g., some cities and counties may be impacted by stranded costs).  Many support the idea that local areas remain whole in any changes resulting from re-structuring, probably by some sort of non-bypassable wires charge.

INDUSTRY STRUCTURE

--- The marketplace, not the Federal or State Government, should be the main factor in determining how electric companies are structured.

--- Government-imposed divestiture should be avoided, if possible.

--- Duplication of transmission and distribution systems should be avoided.

CHOICE & UNBUNDLED SERVICES

--- All customers should have the maximum practicable degree of choice among electric service options and suppliers.

--- Choice should be provided to all customer classes in a simultaneous, fair, effective, equitable, and non-discriminatory manner.

--- Choice should include consideration of unbundled and ancillary energy services.

--- All customers should have access to collected information regarding their own electric usage.  That information should be released to suppliers of electricity and services only with the informed permission of the customer.

--- There must be clear price signals to all consumers in order for consumers to make educated buying decisions.

GENERATION

--- All electric power generators must abide by the same rules, within reason, during the transition period.

DISTRIBUTION & TRANSMISSION

--- Regulation of transmission and distribution systems should provide sufficient cost recovery to ensure safe and reliable operation and expansion of the system. 

--- Where transmission access is deemed to be appropriate, all transmission system owners and operators should be required to provide non-discriminatory open access in competitive markets.

--- Transmission policy and pricing must not discriminate against particular generation fuels and facilities.

--- The Territorial Act in some form should determine the provider of distributor facilities, and distribution providers should be allowed to recover all prudent costs and a reasonable return on investment.

--- The distribution system should be a regulated service to ensure access to all customers.

--- Distributors should have the obligation to provide service in a non-discriminatory manner to all customers where they provide service.

--- Operation of the transmission system and a generation pool, as well as provision of electricity for reserves, should be maintained in a fair and non-discriminatory fashion.  Many, but not all, members of the focus group feel that establishment of an Independent Service  Operator (ISO) may be necessary to accomplish this goal.

FINALE

--- The State of Georgia was the first in the nation to establish some level of competition in the electric system.

--- The State of Georgia (i.e., the Legislature and the Public Service Commission) should study the feasibility of further re-structuring of the electric utility industry and consider a time-line so as to establish a specific time frame for the transition, if any, from a regulated environment to a more competitive climate.  During this transition, there should be some certainty in rates, a resolution of outstanding Federal and State issues, the securing of appropriate regulatory approvals, and establishment of an appropriate market structure.  In addition, sufficient measures must be developed to preserve the integrity, safety, and reliability of the State’s electric system.

