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New York PSC OKs Central Hudson plan to boost shopping
New York regulators yesterday OKd a
Central Hudson Gas & Electric plan to
attract new business and boost the local
economies.

The PSC’s decision is a major rebuff
of efforts by Energy East companies who
opposed the plan.

The PSC had ordered the state’s nine
utilities in December to come up with
plans equal to or better than Orange &
Rockland Utilities’ shopping haven.

O&R’s Power Switch encourages
customers to buy from a marketer for two
months at a discount and has lifted
residential shopping to 37% of gas and
33% of power customers.

Fewer than 1% of customers who
signed up for the discounts returned to
O&R supply, the PSC said.

New York hasn’t been content to craft
open-access policies aimed at the biggest
users while small customers lose out on
competition’s benefits.

That’s been the norm in most states
that have opened markets.

Energy CHoice — Central Hudson’s
version of Power Switch — lets
customers choose a supplier or have one
randomly assigned.

Every customer who contacts the
utility will be asked if they want to
participate — a big boost for overcoming

customer inertia.
Central Hudson has already started

educating customers on opportunities to
shop.

•  Large C&Is got bill inserts in
January asking permission to release their
names to marketers;

•  It holds market expos that bring
competitive suppliers and large customers
together;

•  The IOU will improve competitive
market information on its website, and

•  Work with marketers and others to
raise awareness of competitive markets.

Central Hudson is continuing its Market
Match program — cited by the PSC as a
best practice for promoting retail access —
that helps marketers and larger C&Is (250-
kw or more) exchange information.

The IOU began reaching out to
marketers in November when it started to
buy their receivables contacting dozens to
invite them into its market (RT, 12/17).

The firm streamlined bills, moved
large C&Is to hourly rates and installed
software to give large users access to
price data.

The payoff for Central Hudson is an
earnings bonus of up to 0.3% if 5% or
more of its customers shop.

“Central Hudson’s retail access plan is
an example of what can be achieved when

parties work together toward a common
goal,” a pleased Chairman William Flynn
said.

Among the parties who labored on the
plan was NEMA whose President Craig
Goodman called C&H’s plan one of the
best examples to date of a “progressive,
market-based, public policy.”

He described it as well-designed, cost-
effective and laser-focused.

He predicted the migration-based
reliability incentive “will accomplish
multiple policy objectives simultaneously.”

•  The consumer gets a guarantee of
energy savings up front with an option to
return to utility service if dissatisfied;

•  The utility can earn performance-
based bonus rates of return that can be
used to enhance relaibility, and

•  Marketers get a fair opportunity to
compete to sell energy to former and
future utility customers without
unnecessarily duplicating utility
infrastructure or stranding added utility
assets, said Goodman.

He predicted the migration-based
reliability incentive will fuel the growth of
new industries and guarantees upfront
savings.

“A triple-win scenario.  The consumer
wins.  The utility wins and so do
marketers,” Goodman told RT

NUS calls 5.2% price spike one of biggest ever
Utility rates for industrial customers rose
by 5.2% nationwide over the last year,
NUS Consultants found in a survey of 24
of the largest IOUs.

That’s one of the highest year-over-
year spikes ever, NUS noted, doubting the
upward climb will abate since so much
power is being generated with natural gas
tied to escalating world oil prices.

The average rate for a 1-mw
customer with a load factor of 85%
averaged 7.95¢/kwh last month, up from
7.56¢ a year ago, NUS found.

IOU rates are highest in New York,
New Jersey and California, led by
Consolidated Edison at 14.84¢/kwh,
Niagara Mohawk at 11.97¢, Southern
California Edison at 11.45¢, Pacific Gas &
Electric at 11.31¢ and Public Service
Electric & Gas at 9.9¢.

Baltimore Gas & Electric had the
largest rate hike — a “whopping” 33.7%,
said NUS.

Other utilities with double-digit rises
were Con Edison, 15%; Reliant Energy in
Texas, 13.3% and Texas Utilities at 12%.

IOUs with the lowest rates are Ohio
Power, 4.7¢/kwh; Dominion Virginia Power,
5.18¢; Duke Power, 5.28¢; Alabama Power,
5.37¢, and Ameren UE, 5.46¢.

Five utilities with the highest rates and
those with double-digit increases are in
states that opened their markets, while
three of the five lowest rates are at still-
closed utilities — except for Ohio Power.

Of course states that opened their
markets did so because already high utility
rates were chasing businesses and jobs
away.

BG&E rates had been slashed and

frozen at below-market levels by
restructuring pacts and finally rose to market
levels after competitive RFPs rather than
government employees began setting rates.

California retail rates were set so low
compared to market it bankrupted one of
the utilities after lawmakers bungled that
state’s market opening.

High default/SOS rates don’t matter
much as few large customers in Texas,
New York, New Jersey and Maryland still
pay utility rates now that competitors are
offering better deals.

Large customers in California who
were shopping in March 2002 can look
for deals too.

The utility cost management
consultants in Park Ridge, NJ, expect
rates will climb “perhaps to historic levels”
over the next 12 months.
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Despite the steamrolling momentum behind
the adoption of a nodal market design in
ERCOT, one group is working hard to put
brakes on the idea.

The Committee of Concerned Loads is
pushing the PUC to take a step back and not
hastily OK overhauling ERCOT’s three-year-
old zonal system.

Members include the City of Garland,
Denton Municipal Electric, Tara Energy,
Cirro Energy, StarTex Energy, Texas Energy
Assn for Marketers, Utility Choice Electric,
Greenville Electric Utility System, Public
Power Pool, Rayburn County Electric
Cooperative, DFW Electric Consumer
Coalition and the City of Dallas.

“Every generation or two, economists
have to come up with something to put
themselves on the map and nodal is one of

Illinois AG, CUB
team to block
power auctions:  The Citizens
Utility Board joined with the
Environmental Law & Policy Center,
Attorney General Lisa Madigan and
Cook County (Chicago) state’s
attorney to block auctions requested
by Ameren and Commonweath
Edison.  The reason?  Fear of high
prices.  The team found the Midwest
ISO and PJM is not fully functioning
or competitive.

Bill would limit
wind power rights:  And the
measure is backed by Sen John
Warner, R-Va, who chairs the military
committee and was introduced by
Lamar Alexander, R-Tenn, who favors
a national energy policy over a
national windmill policy.  The bill
would allow any neighboring state to
veto a windmill plan.

ConocoPhillips
joins Long Beach
LNG plans:  ConocoPhillips is
joining the fray with Mitsubishi to
build an LNG terminal in the Port of
Long Beach, Calif.  The California

PUC sued FERC for approving the
facility and the court will likely set
precedent on whether local
authorities have a say over LNG
permitting.  The proposed terminal
can handle 5 million tons/year of
LNG with construction set to start
next year and finish by 2009.
ConocoPhillips has proposed regas
plants in Freeport, Tex, and offshore
Alabama and Louisiana.

Philadelphia Gas Works
getting tough on deadbeats:
One of America’s oldest and most
deadbeat customer-plagued utilities
has been helped by a new law to get
tough on customers who don’t pay
their bills.  Gov Edward Rendell
signed it in December.  It allows
customer shutoffs except in winter
(RT, 12/2).  Even Rendell — worried
about shutting off voters — conceded
historic bad-debt levels threatened
PGW’s financial health along with
other utilities coping with similar
problems.  PGW can demand
payment or at least a payment plan up
front, a reconnect charge of $123.23
as well as $372 if the gas company
was refused entrance at shutoff and
had to dig up the ground.  The utility
takes Visa or Mastercard over the
phone if shutoff is threatened.

4 stories in 2 minutes

Marketers join coalition to block nodal grid in Texas
those things that have come up and caught
fire in the country,” Ed Kolodziej told us.

He’s executive director of the Dallas-
Fort Worth Electric Consumer Coalition and
speaks for the COCL.

Nodal theory does go against what
many people see as market economics by
setting prices for power depending on where
it’s generated.

Kolodziej and others especially in the
Northeast subscribe to the idea that you pay
for power based on its costs plus a profit.

He finds the concept of paying
everybody the same price as the guy who’s
least efficient and has the highest costs “a bit
quirky,” he observed.

The committee is fighting a public
relations campaign by generators and some
power-marketing firms that call nodal a way

to produce cleaner air, economic growth and
reliable power supplies.

The truth is that only power suppliers
will benefit from the system, Kolodziej
claims.

Nodal doesn’t mean that generators
charge for power based only on their
marginal costs, the load serving entities
(LSEs) of Kolodziej’s group contend.

Generators have to give up profits for
consumers to reap the millions in savings
nodal supporters claim, he added.

Nodal supporters found solace in a
Charles River Associates (RT, 3/22) report
that predicted power prices would drop in
most areas of ERCOT and rise where
congestion is most severe.

Kolodziej called that report a “big joke.”
It shows new generators won’t even

recover their capital costs under a nodal
design.

Charles River figured savings of about
$76 million/year for ERCOT as a whole but
Kolodziej contends that’s only about 0.6% of
the total market.

In real businesses, CEOs would never
scrap their business model for such small
gains, he added.

Transmission improvements and other
assumptions were left out of the 10-year
Charles River study thus skewing the
results.

Under scrutiny the study is “hilarious,”
said Kolodziej.

The Texas House Committee on
Regulated Industries is on the record
“strongly” supporting nodal as a way to
manage congestion costs.

Kolodziej though remains “optimistic”
that the PUC will keep an open-mind on the
issue to make sure it’s making the best
decision for consumers.

Regulators spent some 18 months
studying nodal designs with little effort in
analyzing the zonal system.

But the PUC might be ready to talk
about improving the zonal design that would
take “a lot less time and at a lot less cost,”
he said.

Economic redispatch is possible under a
zonal market and Kolodziej is convinced it
has a better chance of succeeding now than
under a nodal system.

Supporters claim nodal provides
financial incentives to grid and plant
developers to undertake system upgrades.

In the Northeast nodal markets failed to
encourage new construction forcing FERC
and market operators to use extra
surcharges called LICAP to beef up price
signals.

Kolodziej calls that a “fix to fix the fix.
“That tells you right there that one of the

premises of nodal isn’t working,” he added.
Several Texas retailers (Cirro Energy,
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Va closes threat to Delmarva rates
Virginia regulators ended a cliffhanger
for Delmarva Power & Light last
week.

DP&L affiliate Conectiv Energy
Supply (PHI Holdings) won the IOU’s
RFP to supply 97 mw beginning in
January for 17 months.

The State Corporation Commission
approved the deal in December but
refused to assure the utility it could
actually pay the contract price (RT, 11/9).

Virginia law lets the State
Corporation Commission order utilities
to pay their affiliates the lower of the
cost-based or market-based rates
when they contract for default power
supply.

DP&L asked for assurance in
September that the cost-based rule
wouldn’t be applied since its affiliate
would have no incentive to bid if it
couldn’t make a margin.

The SCC OKd a generation rate
hike in March covering fuel and
purchased power costs and based on

the Conectiv deal (RT, 3/22).
Last week’s order put to rest the

risk that DP&L or its affiliate might get
stuck with cost-based rates since the
rate hike regulators approved made the
issue moot.

Still pending is DP&L’s request
that it be allowed to collect a
reasonable margin on power it buys for
non-shopping customers who return to
utility supply after agreeing to give up
their right to capped rates and shop
without minimum stay or wires charges
(RT, 2/15).

The IOU asked for 1.5 mil/kwh for
residential customers and 2 mils/kwh
from C&Is.

The consumer counsel sees no
problem as long as it’s a flat per-mwh
charge that provides some rate
certainty to returning shoppers though
the advocate didn’t concede the adder
was, indeed, a reasonable margin.

C&I customer groups roundly
oppose it.

Outlook for mid-size C&Is improving in Maine market
Until recently, most of Maine’s 12,000
offices, hotels, restaurants and small
manufacturers didn’t worry about where
their kilowatts came from or what they
would cost.

Like homeowners, they had deferred
those decisions to the state’s standard offer.

Now that’s changing.
With volatile energy prices, the Maine

PUC is rebidding the  standard offer for
mid-sized businesses every six months.

The current contracts include monthly
rate changes that rise from roughly 6.7¢/
kwh this spring to 7.3¢ this summer just
for energy.

That’s why the PUC is holding a
series of seminars around the state to
encourage mid-size businesses — with

demand in the 20 to 500 kw range — to
explore the competitive market.

The retail market is familiar ground to
Maine’s paper mills and factories.

Roughly 90% of the load for the
largest customers  comes from
competitive suppliers.

But medium-sized businesses have
been slower to make the transition.  Only
about a third of their load comes from
competitive suppliers.

So the PUC set up primers on
restructuring then let the crowd loose in a
room filled with suppliers — typically
WPS Energy Services, Select Energy,
Constellation New Energy and Suez
Energy.

Aggregators and green power officials

AmPro Energy, etc) told RT over the past
few months that they’re concerned about
switching to a nodal market.

This widely held worry blossomed into
a ground swell of opposition to nodal that
Kolodziej thinks will get even bigger over the
next few weeks.

The PUC plans to decide the issue this
summer.

set up booths.
Most business people wanted to know

whether suppliers could save them money
over the standard offer.  Others were just
as interested in stable, predictable prices
so they could set a budget.

Many mid-size businesses found the
standard offer to be a bargain until
recently.

Lucky timing by the PUC resulted in
relatively low bid prices insulating firms
from the high cost of gas that fuels many
New England generators.

The luck is expected to run out this
summer, when the PUC seeks new bids.

More mid-sized businesses are
expected to sign with suppliers to avoid
budget-busting price spikes.

New England business promoting LNG regas terminals
The region needs to add or expand its
LNG infrastructure by 2010 to meet
demand or face supply shortages,
concluded a report released by The New
England Council, the nation’s oldest
regional business group.

The amount New England customers
spent on power grew at least $500 million/
year since 2001, noted CEO James Brett,
partly because of higher gas prices.

LNG terminals would help hold down
gas prices, he said.

Since it takes so long to permit and
build new regasifcation plants, any move
now to promote LNG upgrades will
“significantly influence” the region’s
economic growth “for years to come,” the
report said.

The group wants to speed up LNG
expansion after hearing about an INGAA
study that found a two-year delay in
construction could cost the region $3
billion over the next five years in higher
gas prices.

The Council found New England’s
demand for gas shot up 70% from 1993
to 2003 driven by heating for 2.1 million
homes and 240,000 businesses.

About 42% of the region’s power
plants are gas fired.

New England manufacturers at one
point last year were paying 83% more for
gas than the national average, the report
found.

On peak days, the region’s pipeline
network runs at 90% capacity leaving little
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room for demand growth.
“Multiple projections from the federal

government and private forecasters
indicate that by 2010, demand will equal
or exceed the ability of the region to
supply natural gas,” said Mark Kalpin, of
Wilmer Cutler Pickering Hale & Dorr,
chairman of the Council’s Energy and
Environment Committee.

The report looked at several options to
relieve the region’s tight supply and picked
LNG as the “most realistic” way.

New England has only one terminal in

Everett, Mass.
Without new LNG facilities, the region

will stay at an energy and economic
disadvantage to the rest of the country,
Brett said.

The report calls for storage facilities,
too, but New England’s geography
doesn’t offer caverns and reservoirs so
storage tanks are needed.

New England has 46 re-gasified LNG
storage tanks in five states and LNG now
makes up 20% of the New England’s
annual use.
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