DOCKET NO. 24468

STAFF’S PETITION TO DETERMINE READINESS FOR RETAIL COMPETITION IN THE PORTIONS OF TEXAS WITHIN THE SOUTHWEST POWER POOL
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PUBLIC UTILITY COMMISSION

OF TEXAS

STATEMENT OF POSITION

1. Competition should not begin on January 1, 2002 in the Texas service areas of SWEPCO and WTU that are located in the Southwest Power Pool region.  

2. A  collaborative stakeholder process should be undertaken to identify and, to the extent possible, resolve issues pertaining to the implementation of full retail competition in the SPP regions of the Company’s service territories.  This process should be undertaken as a Commission project, not be a contested case proceeding.  The issues to be addressed in this process include, but are not limited to, the development of protocols regarding retail settlements, load aggregation, load profiling, wholesale settlement processes, consistency with the PUCT’s Order No. 40 in Docket No. 22344, and  identification of resources within the SPP that can currently supply network service in the SPP region without a system integration study (including the determination of when system integration studies would be required).  FERC has jurisdiction over the provisions in the SPP OATT and the AEP OATTand any changes to the OATT would have to be approved by the independent organization and the FERC.  To the extent that all parties to the collaborative process agree that changes should be made in the OATT, AEP should  pursue approval of those changes at the FERC and independent organization.  Additionally, it appears that FERC will be conducting proceedings to standardize RTO market design and create a new pro-forma OATT that will replace the current Order 888 pro-forma tariff.  The process contemplated in this paragraph will necessarily have to be coordinated with such FERC proceedings in order to keep abreast of likely changes in the OATTs at the federal level.  The participants in the Commission’s process  should also evaluate whether or not RTOs will be established in a time period that minimizes the need for detailed review of current OATTs and ancillary services procedures.  The collaborative process  should  conclude by July 1, 2002.  The outcome of this collaborative process  should be draft protocols that can be considered by the Commission.  By no later than July 1, 2002, the results of the collaborative process  should be submitted to the Commission for approval.  

3. No sooner than March 15, 2002 and no later than July 15, 2002, SWEPCO and WTU will make a “market readiness” filing with the PUCT.  The filing will address the status of activities described in paragraph 5 to be completed before the start of retail competition in the SPP region..  The market readiness proceeding will specify the criteria to be met in the pilot program to begin retail competition.  Subsequent to the readiness proceeding, once the Commission determines that these criteria have been met, the Commission will establish a start date for retail competition.  The readiness proceeding will determine the criteria for measuring success of the pilot program, including the number of customers in each rate class who must switch REPs and the duration of time in which the REP is supplying power to that customer.  The Commission should impose a  schedule that allows for completion of the readiness proceeding within  four to six months of a complete market readiness filing  

4. SWEPCO and WTU-SPP  should be required to evaluate opportunities to join the same regional transmission organization (RTO) as Entergy AEP should also be required to provide  Staff periodic briefings on the status of RTO negotiations. Other parties to Docket No. 24418 should  be afforded notice and the opportunity to attend such briefings.

5. The  following activities should  be completed prior to the start of retail competition in the SPP region. 

A) SWEPCO and WTU join a FERC approved RTO or SWEPCO and WTU establish another independent organization that meets the requirements of a qualifying power region (QPR). If SWEPCO and WTU are members of a FERC approved functioning RTO that FERC has found meets the requirements of PURA Section 39.151(a), then in accordance with PURA § 39.151(m) they shall be deemed to have met the  requirement to establish an independent organization. The determination of whether a power region meets the QPR requirements of PURA Section 39.152 may be madein the market readiness proceeding. 

B) After the Commission approves the structure of the retail market and related readiness issues in the market readiness proceeding, SWEPCO-Texas and WTU-SPP  should be required to conduct an expanded pilot project for four months beyond the date that QPR approval is received and items (a) – (c) below have been completed.  The Commission’s order in the readiness proceeding shall set deadlines for the completion of (a)-(c).  SWEPCO and WTU-SPP  should be required to perform the following activities:

a) SWEPCO-Texas and WTU-SPP should be required to complete all required retail and wholesale systems prior to beginning the pilot project. 

b) Training for REPs interested in participating in the pilot project  should beconducted. 

c) System procedure manuals similar to the ERCOT protocols  should  be developed prior to the beginning of the pilot project and approved by the Commission. 

d) Retail and wholesale settlement systems  should be tested during the pilot project. 

C) SWEPCO-Texas and WTU-SPP  should be required to file a report with the Texas Commission that summarizes the results of the pilot project including operations and system testing.

D) The Commission  should issue a decision on the start of competition within 30 days of the filing of the pilot project report, unless a party requests a hearing.  If a hearing is requested, the Commission  should hold a hearing and issue a final order within 90 days of the filing of the pilot project report. 

E) Once the Commission determines that the pilot program meets the criteria determined in the market readiness proceeding to begin retail competition, the Commission  should establish a start date for retail competition that is three months after the Commission decision.  

6.
The pilot programs for SWEPCO and the WTU-SPP regions  should continue until full retail competition begins in those areas.  Individual customer restrictions  should be removed for the duration of the pilot programs. Customers previously excluded from participation in the pilot and customers with loads greater than 50,000 kW will not be included in the calculation of the maximum participation levels in the pilot program. Once the protocols document has been approved by the Commission participation levels in the pilot program  should be increased, subject to the ability of the market systems to accommodate increased participation.  The Commission shall establish the level of increased participation at the same time it approves the protocols document. 

7.
During the period of delay pursuant to the provisions of this agreement, SWEPCO  should  continue to charge the base rates that were in effect on September 1, 1999.  SWEPCO fuel factors  should be established in accordance with the current fuel rule applicable to integrated utilities and fuel should be reconciled through the end of the delay period.  WTU’s affiliated REP should serve the customers in the WTU-SPP region at the base rates in effect on September 1, 1999.  The fuel factor established in the WTU PTB fuel factor case, excluding the 6% PTB rate discount  should be the fixed fuel factor applied to customers in the WTU-SPP region.  The fuel factor for the WTU-SPP region  should be adjusted in the same manner that the WTU REP adjusts its PTB fuel factor.  The gas and coal components of the WTU-SPP region fuel factor  should be trued-up semi-annually to the monthly gas index published in ________ and to the monthly coal index published in _______.  The starting point for the gas index  should be gas prices approved in the PTB update.  The starting point for the coal index  should be prices published in _____ as of October 1, 2001.  The reconciled fuel amount should be included in the determination of the fuel factor for the subsequent six-month period.

8.
WTU and SWEPCO should continue to seek approval of required components of their business separation plans as required at the FERC and in other states.  Upon receipt of necessary approvals, WTU  should implement the terms of the business separation plan. SWEPCO  should not be permitted to complete implementation of structural business separation until immediately prior to the start of full retail competition after approval of a competition start date by the Commission.

9.
SWEPCO  should not conduct any further capacity auctions until ordered by the Commission.  The timing of future capacity auctions  should be addressed in the “market readiness” proceeding.      

10.  The settlement in the SWEPCO PTB base rate proceeding should be approved and the PTB base rates implemented upon the effective date of full retail competition

11.
No POLR service is required in SWEPCO’s service territory during the delay period. 

12. SWEPCO should be required to continue funding its current low-income, demand-side  management program in accordance with commitments made in the settlement in Docket 19265. 

13. SWEPCO and WTU  should continue to fund the renewable energy credit requirements consistent with previous Commission Orders.  However, there  should be no adjustment to the PPCF until a future base rate proceeding.



1
5

