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Smart meters touted by luminaries at NEM restructuring conference
When it comes to technology and retail 
electricity markets, smart meters are a 
major focus of activity, luminaries said 
at NEM’s 15 Annual Restructuring 
Conference yesterday in Washington, DC.
 Smart meters and DG are poised 
to change the grid -- from one where 

power flows from centralized generation 
to consumers and data flows back to 
utilities and others on use -- to one 
where those flows are sometimes 
reversed, said Assistant Energy 
Secretary for Electricity Delivery & 
Energy Security Patricia Hoffman.

 The distribution system offers some of 
the biggest opportunities for technological 
improvement and getting to that grid of 
the future will take working with state 
regulators who oversee it, said Hoffman.
 Distribution is the closest part of the 
power system to consumers and as the 
transition happens, they will need to be 
taken care of, she added.
 Texas’ distribution utilities are 
rolling out smart meters to all of the 
residential customers in the next few 
years, said PUC Commissioner Kenneth 
Anderson.  One of the biggest changes 
brought on by the smart meters already 
installed is the speed with which 
customers can switch providers.
 That issue came up in 2008 when four 
retailers collapsed due to high prices and 
poor hedging, pushing their customers 
onto pricey rates in the process.  Those 
customers had to wait up to 45 days for a 
meter reader before they could switch.
 If a switch is requested now by a 
customer with a smart meter before 2 
PM Monday through Saturday, it can 
happen on the same day and some 
99% of the time that is what happens, 
Anderson added.
 Retailers are starting to experiment 
with new pricing made possible with the 

Continued on page two

Brattle Group report cites murkiness in market manipulation rules
A report by Brattle Group economists 
proposed a new economic framework that 
would provide uniformity to the analysis, 
proof, or disproof of alleged market 
manipulations in the wholesale power and 
natural gas markets.
 Constellation Energy recently signed a 
$245 million settlement with FERC to end 
a probe of alleged market manipulation 
and meanwhile President Barack Obama 
is calling to greatly boost the CFTC’s 
market manipulation budget and raise the 
civil penalty to $10 million/violation/day.
 The European Union is expanding its 
anti-manipulation activities, too.
 Brattle economists Shaun 
Ledgerwood and Dan Harris published 
the report titled, “A Comparison of 
Anti-Manipulation Rules in US and EU 
Electricity and Natural Gas Markets: A 

Proposal for a Common Standard,” in the 
Energy Law Journal.
 The rules and regulations do not 
offer much specificity on what the term 
“manipulation” actually means, said 
the report.  In the US, the historical 
precedent has been set by a few successful 
manipulation cases and settlements that 
identify specific types of behavior.
 The reliance on examples to define 
manipulation rather than a cohesive 
economic theory paints an incomplete 
picture of the range of behavior that 
could be manipulation and makes 
market participants worry about activity 
that is legal.
 Part of the problem is that 
manipulation falls under multiple agencies 
in both the US and the EU.  FERC 
oversees physical wholesale markets with 

help from independent market monitors 
and others while the CFTC oversees 
financial energy markets.
 State regulators also hold sway over 
significant portions of the energy market.
 The tension between CFTC 
and FERC is well document, with 
a memorandum of understanding 
mandated in the Dodd-Frank legislation 
already more than a year overdue.
 CFTC even filed an amicus brief 
with Amaranth Trader Brian Hunter 
when he argued in court that FERC had 
overstepped its authority in trying to fine 
him for market manipulation.  That case 
has moved back to the courts now that 
FERC fined him and denied rehearing.
 Overcoming the friction between 
FERC and CFTC could be easy 
compared to aligning the philosophical 

House Republicans tell NEM event, 
government ‘wasting money’

Republican members of the House 
Energy & Commerce Committee told 
NEM’s 15th Annual Restructuring 
Conference in Washington, DC this 
week that they want the government 
to stop “wasting money” on the move 
to the green economy.  Energy & 
Power Subcommittee Chairman Ed 
Whitfield, R-Ky, told the conference 
yesterday that the administration’s 
stimulus bill wasted billions on solar, 
wind and electric vehicles in an 
attempt to repair the economy that did 
not work well.
 The government put down about 
$90 billion in direct spending and 
tax cuts for clean energy in the 
stimulus bill, a DOE report issued this 
January said.  That funding led to the 

department supporting some 40,000-
50,000 direct jobs each quarter since 
the summer of 2010, it added.
 The stimulus money since ran dry 
and DOE is operating under budget 
constraints, Assistant Secretary for 
Electricity Delivery Patricia Hoffman 
noted later in the day.
 Whitfield’s junior colleague, Rep 
Mike Pompeo, R-Kan, even introduced 
a bill to take every energy tax credit 
out of the tax code -- for renewables 
plus traditional energy sources such as 
oil and gas.
 Somebody out there is working 
away in the proverbial garage to make 
the next big energy innovation, Pompeo 
said Tuesday, but they will not be 

Continued on page three
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differences of the agencies as to what 
behavior constitutes manipulative 
behavior, said the paper.
 Getting a “single rulebook” for 
manipulation would provide uniformity to 
the analysis of the behavior across cases, 
agencies, statutes and continents.
 Market manipulation has three clear 
components:
 • The trigger -- an intentional act 
performed to move prices;
 • The target -- one or more positions 
that stand to benefit from the price 
movement, and 
 • The link between the trigger and the 
target.

 The success of a manipulation increases 
as the cost of the trigger drops, as market 
supply and demand become more inelastic 
and the amount the leverage held in the 
target grows relative to the size of the trigger.
 Types of behavior that can trigger 
manipulation include uneconomic trading, 
which can range from the classic “pool 
hustle” where a player loses on small 
bets early to win big later -- to artificially 
driving a commodity price in one 
direction to benefit hedges.
 Outright fraud and the exercise 
of market power can also lead to 
manipulation, said the report.
 [Comments]
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From page one
meters such as time of use and even real-
time pricing.
 The meters have made prepaid offers 
much more attractive than they were with 
analog meters, said Anderson.  In the past, 
retailers got lots of money up front and 
customers would not know their use until 
they got a bill at the end of the month that 
asked for more cash.
 Smart meter-enabled pre-paid 
products let customers closely track their 
use and get warnings as their balance 
drops, said Anderson.
 Beyond retailers, the meters make it 

a lot easier to restore power after a storm 
as distribution utilities actually know 
who has lights and who does not without 
getting phone calls.
 But despite the pluses of smart meters, 
some in Texas have asked for a way to 
opt out of their installation and the PUC 
opened up a case to consider it.  “They 
may ultimately get the right to do this, 
but I am not going to pay for them being 
stupid,” said Anderson.
 Smart meters eliminate the need for 
meter readers, but they also simplify the 
processes of sending use data from the 
distribution utility then onto ERCOT and 
a customer’s retail provider for billing.  

Customers who opt out of smart meters 
should have to cover all of those costs 
rather than having them spread across 
every consumer in a utility’s footprint, 
said Anderson.
 That could end up costing customers 
$500-1,000 as fewer and fewer customers 
decide to opt out of the metering options.
 Pennsylvania has approved smart 
meter rollouts at two of its utilities and 
PUC Vice Chairman John Coleman 
believes some of the backlash seen in 
Texas will be coming their soon, he said.
 PUBLISHER’S NOTE: Many 
readers of Restructuring Today started 
receiving a two-week free trial of Smart 
Grid Today on Tuesday.  This leading 
source for exclusive daily insights on 
the reinvention of power distribution 
technology -- and the groundbreaking 
strategies and regulatory policies it 
brings -- is published by the same group 
that puts out Restructuring Today for 
GHI.  SGT is packed with exclusive 
news, insider revelations and often 
unexpected interviews and insights.  If 
you are not receiving your free copies 
yet, just go to www.smartgridtoday.
com now and enter your email address 
to receive a two-week, no-obligation 

MISO finds ample supply for 2012, runs drills with operators
MISO has ample reserves and will 
easily meet its summer demand this 
year, it said yesterday in its 2012 
Summer Assessment.  The ISO is 
expecting a summer peak of 89,867 
MWs with 114,475 MWs of available 
capacity this year.
 “Our reserve margin of 27.4% far 
exceeds our reserve requirement of 
16.7%,” said VP of Operations Richard 
Doying.  “This margin combined with 
our talented system operators and those 
of our members will help ensure reliable 

grid operations throughout the summer.”
 The region could experience low 
water levels as it did in 2006 due to the 
drier-than-average 2011-2012 winter 
season but that is not projected to lead to 
any operational concerns this summer.
 MISO has been running a series of 
drills with over 300 system operators 
from its membership and neighboring 
entities that simulate emergency 
operating procedures to get ready for 
summer.  The drills started last week 
and will run every week for the next five.

 This summer looks fine but MISO 
is concerned about future years when its 
members will have to take plants out of 
service, permanently or temporarily, to 
meet deadlines of new environmental 
requirements.
 EPA’s air quality rules could take up 
to 61 GWs of generation out of service 
in a short timeframe and simultaneous 
outages at that level could lead to 
resource adequacy issues, especially 
during summer, said the report.
 [Comments]

Smart meters touted by luminaries at NEM restructuring conference
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free trial starting with tomorrow’s issue.  
Join the thousands of your peers who cut 
through the hype to see the real story on 
smart grid developments every business 
day.
 [Comments]
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As power business gets tighter, Ceres report touts DR, decoupling
DR and energy efficiency programs are 
the lowest-cost, lowest-risk investments 
utilities can make, provided regulators 
revise rulemaking processes, said a 
report publicized last week.  PUCs 
have to change how they address rate 
approvals for demand-side resources 
to hedge against likely falling power 
demand and rising costs from an 
upcoming round of capital investment, 
said the report.
 The free (with registration) report 
from Boston-based sustainability 
advocacy group Ceres was chiefly 
authored by former Colorado PUC 
Chairman Ron Binz.
 Potential carbon-based fuel 
regulations, declining utility credit 
ratings, falling fossil fuel supplies and 
growing resistance to rate increases 
all point to DR and energy efficiency 
becoming the best practices for the utility 
industry, the report said.
 Long-lasting infrastructure upgrades 
will cost the industry about $2 trillion 
through the next 20 years and that means 
utilities have to consider what kinds 
of generation will be most viable in 
decades from now given the life cycle 
of many of those planned investments.  
Carbon-based fuel is already becoming 
more expensive with new environmental 
regulations, the report noted.
 “The US electric utility industry has 
entered what may be the most uncertain, 
complex and risky period in its history,” 
said the report.  Customers will soon 

request more smart grid technology-
enabled services as personal energy data 
use reaches greater density, it added.
 That means utilities will need to pour 
money into updating infrastructure to 
incorporate internet-based applications 
and functionality.  “The internet is 
coming to the electric power industry,” 
the report said, “from synchrophasors 
on the transmission system” that enable 
system-wide data measurement in 
real time, “to automated substations; 
from smart meters, smart appliances, 
to new customer web-based energy 
management, investments to “smarten” 
the grid are fundamentally changing the 
way electricity is delivered and used.”
 Decoupling, DR offer hope
 Energy efficiency and DR are two 
of the major advancements smart grid 
technology promotes, the report noted.  
But regulators and utilities have to shift 
from thinking about adding capacity 
to meet power needs to deploying 
technologies that could help lower power 
demand.
 Utilities should explore decoupling 
revenues from sales or enhancing cost 
recovery and incentives to encourage 
energy efficiency and DR investments, 
the report said.  Decoupling would boost 
DR and energy efficiency by ensuring 
utilities get a return on investment 
regardless of sales volume, it noted.  
 [EDITOR’S NOTE: Fifteen states 
have adopted decoupling for one or more 

electric utilities, with Hawaii being the 
most recent (RT, Feb-14).] 
 The current regulatory structure 
enshrines the preference for building 
generation plants compared with 
reducing use since it is easier to quantify 
cost/unit of production, which translates 
easily into ratemaking formulas, the 
report explained.
 “Whatever the chosen approach, the 
takeaway here is that without regulatory 
intervention, energy efficiency will not 
likely be accorded its correct role as 
a low-cost and low-risk strategy,” the 
report said.
 Credit-rating agencies view 
decoupling programs positively 
since they dedicate a cost-recovery 
mechanism, the report said.  Utilities 
could use the boost in credit ratings since 
those agencies are concerned about how 
utilities will pay for future investments 
given flat, minimal or negative power 
demand projections combined with 
needed infrastructure upgrades, the 
report said.
 Customer rates for adding generation 
and making other upgrades would 
catapult given that dynamic, leading to 
pushback from ratepayers and making 
regulators less likely to OK high-cost 
projects, it suggested.  
 Room for errors dwindles
 “Increased consumer and political 
resistance to rising electricity bills 
and especially to paying for expensive 
mistakes, leaves much less room for error 
in resource investment decisions and 
could pose a threat to utility earnings,” 
said the report.  “There will be even less 
tolerance for errors in the upcoming build 
cycle and more pressure on regulators to 
protect consumers.”
 Binz has some firsthand experience 
with that scenario.  As one of his final 
acts at the Colorado PUC, he and the PUC 
in January slashed Xcel Energy’s cost 
recovery for its Smart Grid City project in 
Boulder, Colo, by 37%, to $27.9 million, 
according to an article in Smart Grid 
Today (free trial or subscription required 
to view full text).
 Utility borrowing costs also rose 
significantly since the last round of major 
investment in the ‘70s and ‘80s, the Ceres 
report said.  The average IOU’s credit 

House Republicans tell NEM event, 
government ‘wasting money’

From page one
coming to Congress for a handout to 
transform the marketplace.
 Beyond trimming government 
spending, the Energy & Commerce 
Committee has been very focused on the 
EPA and the raft of new Clean Air Act 
regulations it has been coming out with.  
Whitfield acknowledged that the Clean 
Air Act has been very successful so far 
and that coal has environmental problems.
 But the new regulations have been 
too much, too fast and the chairman 

wondered whether they are suffering 
from diminishing returns.
 The House passed many bills this 
session trying to limit the EPA but they 
have gone nowhere in the Democrat-
controlled Senate.
 Now the committee is moving to 
hosting forums on the EPA where it 
will not be limited by the five-minute 
time limit to questions, said Whitfield.  
Those will not produce any action this 
Congress but could set the stage for 
legislation in the next one, he added.
 [Comments]
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rating is “BBB,” down from “A” or higher 
in the ‘70s and ‘80s, it added.  That would 
make financing pricey infrastructure 
improvements even costlier.
 “According to a Standard & Poor’s 
analyst, utilities’ capital expenditure 
programs will invariably cause them to 
become increasingly cash-flow negative, 
pressuring company balance sheets, 
financial metrics and credit ratings,” the 
Ceres report said.
 Utilities and regulators should 
promote more integrated resource 
planning initiatives to buffer against 
uncertain factors such as EV proliferation, 

the effect of energy efficiency and DR 
on power use, DG expansion and the 
development of storage technology, the 
report said.
 Such inclusive, broad-based blueprints 
would make better use of DG sources such 
as wind or solar farms and help locate 
energy storage systems in the best possible 
places, the report said.  And it would spark 
DR and energy efficiency investments 
by ensuring “demand resources such as 
energy efficiency and demand response 
are accorded equal status with supply 
resources,” said the Ceres report.
 [Comments]

1 story in 30 seconds
Gas futures gain 9.3¢ as 
warmer weather nears:  
NYMEX May natural gas futures 
surged back above $2 yesterday, 
though with EIA’s storage report 
and the contract’s expiration today 
that momentum might not last, 
warned analyst Jackson Mueller.  The 
front month added 9.3¢ to close at 
$2.068/MMBTU.  A hint of renewed 
bullishness is entering the market ahead 
of warmer weather and the expectation 
of a slower rate of storage building -- as 
the recent runs back above $2 suggest 
a bottom may have been reached.  
Expectations for today’s storage 
report are mostly centered around a 
43-BCF injection -- near the historical 
figures.  If traders are right on the 
storage report, losses could mount 
but if it comes in at a lower figure, the 
bulls will get another day.
 [Comments]
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