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STATE CORPORATION COMMISSION

DIVISION OF ECONOMICS AND FINANCE

April 16, 2003

Dear Market Participant:


As directed by §56-596 B of the Virginia Electric Utility Restructuring Act, the State Corporation Commission is preparing its third annual report to the Legislative Transition Task Force ("LTTF") and the Governor, to be filed by September 1, 2003.  That report will cover three topics: 1) the status of competition in the Commonwealth, 2) the status of the development of regional competitive markets, and 3) recommendations to facilitate effective competition in the Commonwealth.


The Commission Staff is once again soliciting ideas from stakeholders (including electric utilities, competitive service providers, consumer groups, natural gas utilities and business associations) to assist the Commission in developing a comprehensive review of methods that may be considered to facilitate effective competition.  The statutory language in §56-596 B related to this part of the Commission report provides as follows:

This report shall include any recommendations of actions to be taken by the General Assembly, the Commission, electric utilities, suppliers, generators, distributors and regional transmission entities it considers to be in the public interest.  Such recommendations shall include actions regarding the supply and demand balance for generation services, new and existing generation capacity, transmission constraints, market power, suppliers licensed and operating in the Commonwealth, and the shared or joint use of generation sites.

We ask that you consider the topics detailed in the statute and provide any recommendations or thoughts you may have regarding them.  In addition, we welcome your input to the following:

1. What are the current obstacles to the development of a robust competitive retail electricity market for residential customers?  For commercial and industrial customers?  How can these obstacles be overcome?

2. With respect to potential obstacles, what is the outlook for future natural gas prices and the impact on wholesale electricity prices and a competitive retail market? Please comment on the postulation by several natural gas industry experts of a growing structural demand/supply imbalance with demand outstripping supply over the next several years. What actions, if any, could be taken to mitigate the potential impact of an over-dependence on a single fuel source?  

3. In light of recent legislation, how can the Commonwealth be assured of a continuing reliable electricity system when control of transmission is governed by an RTO?  What factors should be considered during the cost/benefit analysis required prior to Commission approval?  

4. Later this month, the Federal Energy Regulatory Commission is expected to issue its “white paper” addressing certain issues debated the past several months regarding Wholesale Electric Standard Market Design (SMD).  Additionally, the Department of Energy is expected to issue the results of its cost/benefit analyses of the impacts of SMD.  Please provide your initial thoughts and reaction to such releases and identify any significant issues of concern.  

5. Are the Commission’s Rules Governing Retail Access to Competitive Energy Services conducive to promoting effective competition in the Commonwealth?  If not, how should they be modified?  Is there any way in which these rules can or should be improved, in any event?

6. What should be the level of consumer education when the program is resumed on July 1, 2004? Should it be as visible, more visible or less visible than when the campaign was suspended? Upon resumption of the campaign, what focus, theme or message should be communicated? Since TV advertising is the most expensive component of the program, what level of TV advertising should be included in the resumption of the campaign?

7. Are there any other actions that have been taken or are being considered in other states that may be used to advance competitive activity in Virginia?

8. Do you have any ideas that have not been tried elsewhere that may facilitate competitive activity in Virginia?


Please provide your comments to me by May 23, 2003. Such response may be sent as a hardcopy via mail or preferrably, electronically as an attached WORD Document at deichenlaub@scc.state.va.us.  Such comments will be posted to our website at http://www.state.va.us/scc/division/eaf/comments.htm. As an important follow-up to your responses, the Commission Staff will host an informal discussion on the development of effective competition on June 6, 2003 at 9:30 A. M.  This meeting will be held in the third floor training room at the Commission.  If you plan to attend the meeting, please notify me by e-mail or phone by May 30th.  Following that meeting we will provide all parties an opportunity to add to their initial comments and react to others, if they so desire.  Both the initial set of comments and any supplemental comments will be attached as an appendix to the Commission’s September 1st report.


I thank you in advance for your participation in this important effort.








Sincerely,








Dave Eichenlaub

