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June 22, 2005

Via Federal Express

California Public Utilities Commission

Attn:  Maryam Ebke, Acting Director

Division of Strategic Planning
505 Van Ness Ave

San Francisco, CA 94102

California Energy Commission
Attn:  Thom Kelly, Assistant Executive Director
1516 Ninth Street
Sacramento, CA 95814 MS 39
 

Re:  
Draft Energy Action Plan II – Comments of the Alliance for Retail Energy Markets


Dear Commissioners:  

On behalf of the Alliance for Retail Energy Markets (“AReM”), I am writing today to convey AReM’s comments on the Draft Energy Action Plan (“EAP) II.  AReM is a regulatory alliance of ESPs that are active in California’s retail electricity market.  As such, AReM has a keen interest in the State’s energy policies and the implementation of those policies by your agencies.  Indeed, the actions taken by the Public Utilities Commission and the Energy Commission can and do make the difference between a regulatory environment in which retail competition can survive and an environment in which competition is sure to wither away and die.

AReM applauds the unprecedented cooperation among the CPUC, the CEC and other state and federal entities that has developed over the past several years.  AReM is hopeful that this cooperative spirit will continue and will produce a comprehensive market and regulatory framework that addresses and resolves the critical and important issues for California’s energy future.  AReM shares your vision and desire to see the actions plans you produce serve as the roadmap for implementing the state’s energy policies in the coming years. 

AReM shares your pleasure and congratulates you on the success of the first EAP.  The Draft EAP II builds solidly on that success, and, in several respects, is an improvement over the first EAP.  This is particularly evident in the Electricity Market Structure section of the draft plan, which sets a deadline for completing and implementing the CAISO’s Market Redesign and Technology Upgrade, dedicates your agencies to work on developing a functioning capacity market, recognizes the need for the IOU procurement process to be more open and transparent, and calls for the restructuring of the IOU rate-making process to reduce the number of proceedings, increase transparency, and eliminate inter-class rate subsidies.  But perhaps most importantly, at least from AReM’s perspective, the draft plan expressly calls for the development of rules for a viable core/non-core retail market structure, an issue that the first EAP did not address.  

AReM supports all of the market structure objectives contained in the Draft EAP II.  Moreover, AReM strongly believes that, as the Draft EAP II recognizes, the development of a truly competitive yet stable retail electricity market is crucial to achieving many of California’s energy goals.  As the draft plan suggests, a properly structured core/non-core market will prevent cost shifting, enhance system reliability, and facilitate achievement of the state’s renewables portfolio goals.  It will also allow more California businesses to realize savings in their energy costs, savings that will translate into lower costs for goods and services and more jobs for Californians.  And, as an unintended but beneficial consequence, it will lead California businesses to pay more attention to their energy consumption.

That is not to suggest that ESPs or their customers have been asleep at the wheel when it comes to energy use management.  Quite the opposite is true.  As reflected in the comments made at the June 15 workshop on behalf of the Direct Access Customer Coalition, DA customers have made significant investments in energy management technologies and programs over the last several years, including measures sponsored or suggested by ESPs.  In addition, DA customers help pay for energy efficiency and demand response programs through public purpose program surcharges and utility surcharges, the same (and at the same rates) as bundled customers.  In other words, when it comes to energy efficiency and demand response, DA customers and their ESPs have been part of the solution, not the problem.

AReM’s members believe that ESPs may be able to do more in these areas, however.  To that end, AReM recommends ending the IOU monopoly on management and implementation of ratepayer-funded energy efficiency and demand response programs.  Of course, as AReM has previously observed, DA customers should be allowed to participate in those programs that they subsidize through the aforementioned surcharges.  (And conversely, DA customers should be exempted from paying for programs in which they are not eligible to participate.)  Beyond that, however, ESPs should be given access to the at least some of the program subsidies that their customers fund.  Doing so will enable ESPs to offer their customers a broader range of energy management tools without the inefficiencies of a command and control regulation regime.  AReM believes that is the best way to foster broader DA customer participation in such programs.  Moreover, it is consistent with the goal, set forth in the draft plan, to “[f]acilitate market designs that provide a ‘level playing field’ for demand response opportunities.”  Accordingly, AReM urges that the following action item be added to both the Energy Efficiency and Demand Response sections of the Draft EAP II:  “Facilitate greater role for ESPs in management and implementation of ratepayer-funded [energy efficiency/demand response] programs.”     

AReM sincerely appreciates the opportunity to provide and your consideration of these comments. 








Very truly yours,
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Daniel W. Douglass
Gregory S.G. Klatt


Attorneys for the Alliance for Retail Energy Markets


cc:
Joe Desmond , Chair, CEC


Michael Peevey, President, CPUC 

