BLUEPRINT FOR CUSTOMER CHOICE

An QOutline of Congressional Reforms
Necessary to Promote a Competitive Electric Industry

Summary: The Federal Power Act' (FPA) and the Public Utility Holding Company Act (PUHCA) are
the major federal statutes that require the regulation of existing electric utility monopolies. FPA needs
to be reformed to allow complete decontrol of power generation, access by all ultimate consumers of
electricity to interstate electricity markets, the prohibition of federal and state regulatory barriers to the
purchase or sale of electric services and products in interstate markets, and the repeal of PURPA and
PUHCA.

A

Decontrol of Generation - All consumers should be allowed to purchase electric services and
products from multiple suppliers. Direct access by consumers has two forms: (1) access by
physical interconnection to power generators, and (2) access by contract or other financial
instruments. Rate-of-return regulation would be abolished for all utility-owned generators. Price
regulation would be prohibited for all electric services that are provided on a competitive basis,
including, but not limited to, generation, related energy services (e.g., energy efficiency services),
ancillary services, and certain delivery and interconnection services. States' authorities over the
concept of "local distribution” are preserved with respect to public safety, welfare, and certain
universal services. FERC would be the ultimate arbiter of the rates, terms, and conditions of
unbundled wholesale and retail delivery services over the interstate grid.

Legislation Required: PURPA and PUHCA should be repealed and the FPA amended to more
broadly define a class of competitive suppliers of electric services with unrestricted rights to sell
to ultimate consumers in interstate commerce.

Nondiscriminatory Delivery, Ancillary, Back-up, and Interconnection Services - There should
be no restrictions on the ownership of transmission and distribution facilities, particularly, ownership
by the users of the services. Facilities that are owned by all or most of its users, and not provided
on a monopoly-franchise basis, should be self-regulated and not subject to federal or State
regulation. At the discretion of the customer, low voltage distribution-level facilities that
interconnect with the interstate grid may be user owned, or local delivery services may be acquired
on cost-of-service basis from a municipal or privately-owned supplier in the same manner as
services from existing sewage or water facilities.

Legislation Required: Congress should require the removal of barriers to entry, such as any
requirement that a supplier obtain a certificate of convenience and necessity, as a pre-condition
o entering interstate markets.

'As amended by the Public Utility Regulatory Policies Act of 1978 (PURPA) and Title VIl of the Energy Palicy

Act of 1992 (EPAct).
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Competition in Retail Electric Services - All ultimate consumers should have access to bundled
and unbundled electric services from one or more suppliers, including local distribution companies,
power marketers and aggregators, and power brokers. Every ultimate consumer should be allowed
to designate a "primary service provider" who will be responsible for billing and other customer
services. There should be no restrictions on the ability of any generator, marketer, or other entity
to sell to any end user regardless of the location of the generator and the end user. This will
require the preemption of existing franchising authority regulation of electric services.

Legislation Required: Amend the FPA to require the establishment of rules to assure the
competitive availability, to customers of electric services, of meters, telemetry, and metering
services (including load management and access to real-time information networks or RINs).
Amend the FPA to require the following: An electric utility, a subsidiary of the electric utility or other
affiliated entity, or other entities which possess proprietary customer billing data, may not share
customer proprietary information, including information in aggregate form, with its subsidiaries and
affiliates unless such information is available to other providers of basic electric services, and then
only after released by the customer in writing.

Energy Efficiency Services - Any supplier of energy efficiency products and services,
conservation, or load management services, should be allowed to freely market those products and
services to any end user. Market structures that encourage the marketing of energy efficiency
products and services that promote overall economic efficiency should be encouraged. Competing
suppliers should be allowed to bundle these products and services with basic electric services and
financing. These services include various "green" pricing options, in which customers may elect
to pay a premium for renewable energy or other resources or services that help achieve
environmental benefits beyond federal statutory requirements.

Legislation Required: See above.

Universal Service - A Federal-State Joint Board on Universal Service should be established.
FERC should initiate and refer to the Federal-State Joint Board a proceeding to recommend rules
regarding the implementation of universal service. The Joint Board and FERC should base policies
for universal service on a set of predefined principles. Every provider of basic electric services
(and other services that are bundled in with essential electric services) should contribute to a fund
for universal service support payments on an equitable and nondiscriminatory basis, in a manner
that is reasonably necessary to preserve and advance universal service.

Legislation Required: Amend the FPA to establish the Federal-State Joint Board.
Vertical De-Integration - Repeal PUHCA.

Transition Costs - There are no clearly defined or accepted legal or economic rules for the
treatment of "stranded costs." Whether it is fair or not to allow full, partial, or no recovery is in the
eye of the beholder. Clearly, full recovery would hinder the development of a truly competitive
market by creating a "safe harbor" for these largely, uneconomic costs. Some utilities without this
burden argue that creating such a safe harbor imposes severe anticompetitive impacts.

Legislation Required: Congress should direct FERC to promulgate rules for the consideration of
net. non-mitigatable wholesale transition costs, but is prohibited from issuing any rules that unduly
impede or interfere with competition. State commissions would be directed to promulgate rules for
the consideration of net, non-mitigatable retail transition cost, but will also be prohibited from
issuing any rules that unduly impede or interfere with competition.
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Myth N°. 4
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