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The Honor abl e Jackson E. Reasor, Jr.
Menber, Virginia Senate

P. O Box 691

Bluefield, Virginia 24605

Dear Jack:

At the neeting of the Joint Subcommttee Studying the
Restructuring of Electricity | ast week, you requested comments
regarding the topics to be studied by subcommttees. On behalf
of Alliance for Lower Electric Rates Today in Virginia (“ALERT"),
we offer the foll ow ng suggestions for consideration.

A. Under the Stranded Costs and Rel ated |ssues Task Force, add
t hese i ssues:

° Define “stranded costs”

° Shoul d stranded costs be recoverable? |[|f so,
establish the process for determ nation of stranded
costs

- What will be the forumfor the decision -
State Corporation Comm ssion, Ceneral Assenbly,
ot her ?

- WIIl there be opportunity for intervenors or
public participation in the process?

- What standard will be used in determning
stranded costs?

- Who will have the burden of proof?
- \What categories of assets or costs wll

be considered eligible for stranded costs
recovery?
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° How wi | | stranded costs be val ued?
- By divestiture
- Third-party val uation
- SCC hearing with opportunity for
public input
- Uilities submt line itemvaluation
of all assets for review
° How wi || rates be unbundl ed?
- Uilities required to submt line item
val uation of assets to remain regul ated
° Consi deration of useful life of “stranded”

generation assets

B. Under the category Describe the fornula that could be used
if utilities are permtted to recover stranded costs, the first
sub-bul I et should read “which generation-rel ated assets are to be
i ncl uded” instead of “which sources of generation are to be

i ncluded”. W recommend the followi ng additional itens in this
category:
° Cutoff date (after which a utility s investnent is not

recover abl e)

° Required divestiture of generation assets as a pre-
requisite to recovery by a utility

° | ncentives to encourage re-negotiation of NUG
contracts and for other mtigation efforts

° Consi deration of the value of “true-ups”

° Rate cap for recovery period
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C. In connection with your bullet Describe the fornula that

could be used if consuners are permtted to recover stranded
benefits, we agai n suggest changing “sources of generation” to
“generation-rel ated assets” so that the first itemunder this
bul l et would read “which generation-related assets are to be

i ncl uded”.

Addi tional ly, we suggest adding the foll ow ng:

How to al |l ocate stranded benefits between sharehol ders
and rate payers and, further, how such benefits should
be allocated to the various classes of rate payers.

D. In the third bullet Describe nmethods that mtigate, sinplify
or enhance the recovery of stranded costs or benefits for
utilities and consuners, we suggest the foll ow ng additional

consi derati ons:

° Netting of negative stranded costs agai nst stranded
costs
° The application of over-earnings to pay down stranded
costs
° Omnership of assets after stranded costs are paid
E. Under the Structure and Transition Task Force, we would

recommend the follow ng (additions appear in italics):

Descri be the purchase of generated electricity in a
conpetitive market.

° RPX

- Price protection
- Bilateral contracts
- Effect on custoners currently served by
coops or nmunicipal distributors
- Distinction between FERC/ Commonweal t h over si ght
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- Aggregation

- Co-generation
- License

What duties are inposed on generators of electricity as a
result of conpetition?

° D vestiture

° Rel ati ons anong affiliates
° Reliability

° Vol tage stability

° CGeneration reserves

Describe the transm ssion of electricity in a conpetitive
mar ket .

° | SO formation

° Bil ateral contracts

° Di stinction between FERC/ Commonweal t h over si ght
° Common carrier

What duties are inposed on transmtters of electricity as a
result of conpetition?

° | nport capacity
° Oversi ght of operations

° Oversight of rates
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° Reliability
° Rel i ef of transm ssion congestion

Describe the distribution of electricity in a conpetitive
mar ket .

° Treat nent of coops and nuni ci pal

° Oversi ght of operations and rates

VWhat duties are inposed on distributors of electricity as a
result of conpetition?

° Metering and billing

° Col I ection/ di spersal of stranded costs and benefits
° Mai nt enance

° Default providers

° “Providers of |ast resort”

Describe the transition to a conpetitive market for
generated electricity.

° Pi | ot prograns

° “Basel ine” rate cases

° Mandated rate freezes or cuts

° Prelim nary whol esal e conpetition

° Phase-ins by custoner class or percentage of

consuners (| oad)
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We | ook forward to working wth the Stranded Costs and
Rel at ed | ssues Task Force and the other task forces this year.

Pl ease do not hesitate to contact us if you have any
guestions regardi ng the above recommendati ons from ALERT.
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Time line for transition

Unbundl i ng

Conpetition transition costs (e.g. consuner

education, |SO RPX formation, etc.)

Legi sl ative oversight conmttee

- Merchant plants
- Em nent domain

Jurisdiction - roles and responsibilities

- Antitrust
- Runaway prices

Control ling market power

- Codes of conduct for marketers and aggregators

- Control of affiliate transactions

Si ncerely,

Reginald N. Jones

Ral ph L. Axselle, Jr.
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RNJ/jlb

cc: The Honorable R chard J. Holl and
The Honor abl e John Wat ki ns
The Honorable Clifton A, Wodrum
The Honor abl e Thonas K. Nornment, Jr.
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