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The state's two biggest electric utilities have turned up the volume on rhetoric about a proposal to deregulate Oklahoma's electric industry.

Utility representatives have been speaking to civic organizations and meeting with legislators throughout the state, telling them that Oklahoma customers will benefit from a plan to create a competitive electric market in which utilities are allowed to set their own rates. 

But industry observers say Oklahoma's largest electric utilities -- Public Service Company of Oklahoma and Oklahoma Gas&Electric Co. -- have too much market share and would be free to manipulate prices and impede competition in a deregulated market. Together, the two companies produce about 70 percent of the electricity consumed in Oklahoma, said Tulsa energy consultant Dan Schooley.

"How can people who own 70 percent of the market not exert market power?" Schooley said. "I have a concern that it might not work with that kind of market power."

Nonetheless, legislation establishing the rules for restructuring Oklahoma's electric industry will be reintroduced to lawmakers during the next legislative session, which begins in February. The proposal was defeated in the House of Representatives earlier this year in a close vote.

Consumer groups opposed the plan, saying it would have failed to foster competition and would have led to higher rates and taxes.

The deregulation plan would allow Oklahomans to choose their electricity supplier. The power lines and distribution systems that carry those supplies to consumers, however, would remain under the regulatory thumb of the Oklahoma Corporation Commission.

Utility representatives say the deregulation measure contains several provisions designed to prevent utilities from abusing their grip on Oklahoma markets.

Under the measure, rates for residential and small commercial customers would be fixed at current levels until 2005. Rates for large industrial customers would be frozen until 2004. The deadline for customer choice would be July 2002.

"They can either go to the competitive market and take the competitive rate or they can stay on the regulated rate," said Jim Wilson, director of government relations for OG&E, which provides power to 630,000 customers in Oklahoma.

The transition period would give competitors enough time to build new power plants in the state and become competitive with existing utilities, Wilson said.

The Corporation Commission could extend the freeze on rates if it determines that sufficient competition does not exist, Wilson said.

Most consumers have benefited from industry deregulation, said PSO president Pete Churchwell. The Tulsa-based utility provides power to about 480,000 Oklahoma customers.

Removing businesses from rate regulation and allowing them to compete for customers has lowered prices, stimulated innovation and improved customer service, Churchwell said.

He claimed that consumers are better off thanks to the deregulation of telecommunications, airlines and other industries. There is "sound statistical evidence that prices are better for most consumers across the board in those industries," he said.

But Churchwell stopped short of saying that electric restructuring would lead to lower rates in Oklahoma, where the cost of electricity is among the lowest in the nation.

"Will our rates be the same as they are today? Probably not," Churchwell said. "I believe prices in Oklahoma are probably going to increase even if we don't restructure the industry,"

The last rate increase imposed on PSO customers was in 1994 or 1995, he said. State officials have said the average cost of electricity in Oklahoma likely will rise to the regional average, if the industry is deregulated.

Oklahoma officials hope to learn from the mistakes and successes of other states that already have deregulated electricity.

California and Pennsylvania were the first to deregulate electricity and give consumers the power to choose their electric provider. Their efforts, though, have produced different results.

Electric bills in parts of California nearly tripled last summer, and many people have blamed deregulation for the dramatic surge. In Pennsylvania, electric bills, on average, are lower, and customer savings are projected to reach $3 billion by next year.

If the deregulation of electricity, a vital resource in modern society, is not implemented correctly, the impact would be immediate and widespread, Churchwell said.

"It's become so much a part of our lives," he said. "It touches every single element of our society.

Critics of the Oklahoma plan say the proposal could cause the same dilemma faced by California residents earlier this year. In San Diego, the first California city to deregulate its market, electric bills more than doubled last summer. But the market factors that caused sharp price increases in California don't exist in Oklahoma, industry officials said. Electric utilities in California, where population is surging, were unable to meet the rising demand because of short supplies. Electric consumption in California is rising about 2,000 megawatts a year, while capacity lags behind.

"They have to import 25 percent of their power from out of state," Wilson said.

Market manipulation by wholesale providers also contributed to California's summer electric woes, according to testimony at a recent hearing of the Federal Energy Regulatory Commission.

"Restructuring did not create the energy problem in California," Churchwell said. "They had to buy very expensive electricity to meet the needs of customers."

In Oklahoma, there is plenty of power available to serve the state's 3.5 million residents, Churchwell said. Also, about 20 new power plants representing several thousand additional megawatts are scheduled to be built in the state.

Surplus supplies in the state are projected to rise to 30 percent by 2002, Wilson said. That number is expected to rise to 44 percent in 2003.

Meanwhile, PSO and other utilities plan to raise the profile of Oklahoma's controversial deregulation plan.

"We're going to start some additional awareness initiatives," said PSO spokeswoman Andrea Chancellor. "At some point, we'll spend several thousand dollars on some advertising."

The deregulation measure defeated in the Legislature included a $10,000 fine for "cramming," the act of switching one's service without written consent. The measure also prohibited electric companies from soliciting customers by phone. Violators could be fined up to $10,000 per incident under the proposed bill.

But Schooley said the plan supported by the state's electric utilities and cooperatives threatens to eliminate a system that has served Oklahomans well over many years. Replacing it with a system that has failed in California and elsewhere is a boneheaded idea, he contends.

"Low-cost states need to ask themselves if this is what they really want to do," Schooley said.

DEREGULATING THE ELECTRICITY INDUSTRY

Under the Electric Restructuring Act of 1997, the state must deregulate the electric industry by July 2002. The goal is to create lower rates and better services through sufficient competition.

But choice can't be offered to consumers until the rules for a competitive market are established. Those rules have become the subject of an intense, complex debate between consumer groups and utilities in Oklahoma.

According to American Electric Power, the parent company of Public Service Company of Oklahoma, the essential elements of a deregulated electric industry should include:

Full customer choice that ensures equal opportunity for all customers at the same time, regardless of size or economic standing.

Deregulation of all generating assets so that all generation providers can compete equally and fairly.

A reliable transmission system with non-discriminatory access to all generation providers and buyers.

Reliable distribution systems providing all customers affordable wire service with standards of performance that equal or exceed current levels.

Balanced codes of conduct to give all competitors comparable and non-discriminatory access to all services and customers.

Tax structures that treat all energy suppliers comparably. 
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