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Team to develop
fuel cell for

ship�s power

Not for propulsion but what they call ship
hotel power.  Bath Iron Works describes
itself as the premier designer and builder of
Navy surface combatants.

It�s owned by General Dynamics.
BIW has teamed up with Energy

Research Corp -- they specialize in high
efficiency fuel cells for power generation
(http://www.ercc.com) -- to develop an
advanced carbonate-based fuel cell energy
plant powered by marine diesel.

Apparently they�re not happy with
conventional generation.

Victory in this case would be
development of the first new power
generation technology for surface ships
since nuclear power was adopted for
aircraft carriers.

If they do succeed, we suspect
peacetime, building applications may lie
ahead in real hotels and factories.

Entergy picks Smith
to ease transition

Richard Smith, president of Cinergy
Resources, a gas marketing firm in Cincin-
nati, is to guide the transition from mo-
nopoly to competition for Entergy as senior
vice president, transition.

He may be the first senior vice
president to be so titled.

He was lured to New Orleans by
Wayne Leonard, Entergy CEO, who came
from Cinergy.

Smith has been president of Cinergy
Resources, an unregulated gas supply firm
since May and previously was vice  presi-
dent for energy services including call
centers, billing, credit and collections,
retail sales and marketing generally.

Entergy faces the opening up of its
markets in parts of Texas and Arkansas
where laws were passed recently.  Louisi-
ana and Mississippi are not planning
customer choice now.

RTO independence
critical, SRP
tells FERC

The Salt River Project (SRP) called on
FERC to require all RTOs to be indepen-
dent of market participants who should not
be voting members on an RTO board but
may serve as an advisor, SRP wrote FERC.

SRP wants those market participants
to have no more than a de minimis financial
interest in an RTO and they want flexible
rate structures that mitigate cost shifts and
honor existing contracts.

FERC should adopt a �phased
approach to RTO development, rather than
a flash cut approach,� said the second-
largest (mwh) public power entity in the
land.

RTOs should be allowed gradually to
take on new functions in response to
market needs and should be required to
demonstrate the cost effectiveness and
efficiency of their performance of these
functions, SRP argues.

Prospective RTOs should address
who will be responsible for financing and
building transmission upgrades before the
RTO takes on this function, SRP said.

SRP is worried that transmission
upgrades may be delayed if the responsibil-
ity isn�t clear.  SRP asked FERC to refrain
from mandating RTO size fearing they may
get too big and thus become unworkable.

An RTO encompassing the entire
Western Interconnection would not be
workable, SRP believes, in achieving timely
formation of the RTO and operating the
RTO reliably and efficiently once it�s
formed.

SRP and other utilities are (RT, 7/13)
working to develop Desert Star, an ISO.
SRP calls on FERC to help public power
overcome the legal barriers that impede
municipal transmission owners with tax
exempt debt from participating in RTOs.

Resolving the tax issue is critical to
get Desert Star going, SRP argued, since
many potential players are public power
entities or IOUs with tax exempt debt.

SRP urged FERC to go easy on and
not penalize transmission owners with legal
restrictions on their ability to participate in
RTOs.

It would be unfair to make those
owners pay pancaked rates for transmission
services if they don�t join an RTO.

AES is serious
about retail

mass markets
---

Planning on Internet
gas, power marketing

Dennis Bakke, AES� CEO, is looking to a
new subsidiary called Power Direct to
compete for electricity and natural gas retail
customers.

The new focus on retail by the fast
growing IPP is reflected in buying
NewEnergy and Cilcorp.   He expects
operation of those firms to �give us
valuable insights into the retail energy
business and help us determine how the
customer�s buying experience can be
improved.�

They have people within AES and at
Cilcorp with �a passion for and experience
in selling to the mass market in innovative
and customer-oriented ways,� said Tom
Tribone, AES executive vice president.

Power Direct�s main focus will be on
the residential and small to mid-sized
commercial energy mass market.  The firm
is licensed to sell power in New Jersey and
will be in Pennsylvania soon.

Power Direct will have an Internet
focus as an important part of its strategy to
provide consumers with a dramatically
better buying experience.

Power Direct�s main office will be in
Northern Virginia, with a Cilcorp office in
Peoria, Ill. Its web site is located at
www.powerdirect.com.

AES has been one of the world�s
fastest growing generators owning or
holding an interest in 105 plants adding up
to more than 32,000 mw but it distributes
electricity as well to nearly 14 million
customers.

How to open market
and still keep all
the customers?

---
IDEA #2:  Put costs on
transmission customers

For those designing retail electric market
rules in states getting ready to open up
here�s an idea from Nancy Day, NewEnergy
senior vice president (regulatory &
government).  She explained recently her
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pique at the prospect of having all custom-
ers served by default service.

When the California market
�opened,� a four-year transition period
began.  The CTC collection period may
now be about to end in the San Diego area
because the revenues from sale of genera-
tion assets went so well.

The rules for the post-CTC period are
being written by lawmakers in Sacramento
and the PUC in San Francisco.  In question
is a serious test of the ability of the three
incumbent utilities to continue today�s
competition where they keep 98% of the
customer accounts.

 About 15% of the utilities� electric
load (by volume) is being served by energy
service providers, NewEnergy notes the
overwhelming majority of load in the
competitive market is from large commer-
cial and industrial consumers.

The 98% -- �and virtually all residen-
tial customers� -- are getting what can be
called �default service� from their utility,
she said.

If a customer doesn�t pick a marketer
they still need power so the default supplier
gets the trade.

The three incumbents have a mo-
nopoly on default, she stressed.  �Default
service needs to be carefully defined for the
post-transition market so as not to give
utilities an unfair advantage over energy
service providers.

 �Default service should be, for lack
of a better term, plain vanilla � one simple
price that incorporates all the costs incurred
in providing retail electric service and
entails the least amount of risk-taking on
behalf of customers,� said Day.

 �If a customer wants a better price for
electricity or a different kind of risk

customers because it gives the utility a
decided advantage in price offerings.

�And even if an energy service
provider manages to be competitive with the
default offer and the customer switches the
customer pays for the retail services twice,
since the utility has those costs buried in
their distribution rates.

 �One important change required for a
vibrant market is to clearly identify these
retail services, determine the cost for them,
and incorporate those costs into the default
service rate.

 �California should also continue the
requirement for utilities to buy all their
electricity for default service from the
Power Exchange. This allows a single
benchmark against which consumers can
measure their energy service provider�s
performance and determine not only
savings, but individual risk exposure as
well,� Day added.

 �The requirement that utilities buy
power to serve default customers from the
Power Exchange is essential to prevent
utilities from exerting undue control over
the marketplace, due to the sheer volume of
customers still receiving default service.�

 Day cited the Pennsylvania retail
power market as �the most successful
competitive market in the country in terms
of customer participation.�

 �Pennsylvania recognized that
consumers benefit from having the most
choices possible and that the cost of doing
business would be a barrier to companies
providing alternatives to utility service.

The market is less than a year old and
over 10% of Pennsylvania�s customers have
switched providers in comparison to less
than 2% in California, Day added.

APPA survey of members
shows better service

Publicly-owned electric utilities are
continuing to improve in customer service,
APPA�s 1999 Survey on Customer
Accounting and Services found.

How are they getting better?
By accepting applications for service

over the phone, accepting alternative forms
of payment and providing summary billing,
consolidated billing and budget billing.

More than 560 APPA member
utilities responded to the survey showing a
high degree of interest in the subject.

About half of the responders (52%)

Next Day PowerTrax Index, Tuesday August 24, 1999
Index Point Contract Total Highest Lowest Weighted End of

Size Contract Executed Executed Average Month
(x16 hrs) Volume Trade Trade Index Average
mw mwh $/mwh $/mwh $/mwh Index

Cinergy 50 72000 35.00 28.00 32.78 304.90
Entergy 50 12800 51.00 33.00 45.88 284.65
TVA 50 25600 40.00 31.00 38.02 298.41
ComEd 50      n/a     n/a     n/a     n/a   45.52
PJM West 50 64000 33.00 31.00 31.92 134.61
Palo Verde 25 28000 59.00 47.50 50.07   41.62
Mid Columbia 25   4400 50.00 38.50 40.57   25.63
COB 25 13600 42.00 36.00 40.41   36.87
Four Corners 25     800 60.00 50.00 55.00   46.38
Mead 25     400 49.00 49.00 49.00   42.43

For additional information contact PricewaterhouseCoopers at 877/363-6275.

exposure, they can contact a provider for
competing offers.

�Strict default service rules ensure
consumers have access to affordable and
reliable power and prevent utilities from
directly competing with energy service
providers.

�California will never have meaning-
ful competition if utilities are allowed to
offer choices to the consumers beyond
default service,� Day warned.

Under the present system, the price
fixed for default electricity does not reflect
the total cost incurred in providing that
electricity, she added.

Think about the various retail costs
beyond the basic wholesale price for
electricity, signing up customers, forecast-
ing customer electricity requirements,
scheduling and balancing electricity
purchases and providing customer service,
just to name a few.

QUOTE OF THE DAY:
�Under the present system,
utilities recover the cost of
those retail services not by
marking up the wholesale
electricity price but rather
through the fees they collect
for distribution of electricity.
And utilities collect those fees
from all consumers -- even
those that no longer buy power
from the utility.

 �In contrast, energy service providers
have to recover those retail costs � the
costs for them to do business � through
marking up the wholesale price,� said Day.

 �That discrepancy makes it difficult
for energy service providers to attract
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take applications for residential service
over the phone and 47% take phone
applications for commercial service.
      Almost half (49%) said they have
redesigned their bill in the last five years
and 22% involved their customers in the
design of the new bill.

The survey found that 18% of
responding utilities offer summary billing.
Customers with multiple meters and
multiple sites within the service area are
provided a summary of all charges on one
bill.

Among responding utilities that offer
multiple services such as electric, water and
gas, 92% said they consolidate all charges
on one bill.
      Mailing bills in envelopes is the
primary form of billing used by 47% of
respondents, up from 42% in 1997.  Fifty-
two percent send bills in the form of
postcards.

Of those respondents that use
postcards as their primary form of billing,
64% use an envelope when they mail two or
more postcard bills to the same address
while 54% use bill stuffers to provide
information, up from 49% in 1997.

The 1999 survey found alternative
forms of payment increasing.  The percent-
age of respondents accepting credit card
payments has risen from 9% in 1997 to
15% in 1999 while 62% accept automated
bank drafts, an increase of 6% from 1997.

Ten percent accept debit cards, up 5%
from 1997 and 6% accept checks by phone.
Using the Internet to provide customer
services, such as accepting payments and
taking applications for service, is a rela-
tively new concept but some public power
utilities are experimenting with this service.

Four percent of respondents accept
applications for service, transfer and
disconnection over the Internet and 1%
allow customers to access account informa-
tion, view and pay their bills on the web.
      The survey found that only 7% of
respondents automatically read residential
meters with computerized equipment,
cutting out the need for meter readers to
visit the home.

Eleven percent automatically read
commercial meters.  It was 4% and 9%,
respectively, in the 1997 survey.

Residential meters are automatically
read most often through radio frequency
(35%), while commercial meters are most
often read through telephone lines (62%),
APPA found.

Customer service hours are getting

longer, the survey found. While in 1997
19% of respondents reported �extended
customer service hours,� the figure rose to
24% this year and 14% have service
representatives available 24 hours.

Customer service reps answer
emergency or outage calls at home at 45%
of the agencies while 10% of the utilities
have employees taking non-emergency calls
at home.

Twelve percent use an interactive
voice response (IVR) system.  Of those,
61% use it for outage reporting; 32% for
general information; 25% for customer
account information, and 48% for routing
calls.

How soon does the phone get
answered?

The average telephone customer wait
time is less than 15 seconds for 64% of
responding utilities, up from 55% two years
ago.  The percentages in all other categories
-- longer waiting times -- decreased.

APPA members can get a copy of the
report by contacting Ursula Ary, APPA
research specialist, at 202/467-2980 or
uary@APPAnet.org.

So much for market
forces for gas
transmission

FERC is abandoning controversial propos-
als to bring market forces to setting
transmission charges but will consider
action on more incremental changes favored
by many in the gas industry.

First they�ll sift through comments on
the auctioning short term capacity NOPR
and notice of inquiry, a FERC official said.

�The auction is dead,� Alice
Fernandez, FERC director of eastern
pipeline rates, told a recent AGA confer-
ence.

Swords are still drawn over long-term
rate structure issues but Fernandez noted
several areas where a consensus had
developed in the industry for improvements.

Among the issues where FERC could
take action:

�  Removing the price cap on released
capacity;

�  A bias towards seasonal or term-
differentiated rates favored by pipelines and
marketers.  Rates assign a uniform straight-
fixed variable design for service throughout
the year even though capacity is more
valuable in the high-demand winter season).

�  Measures to improve pipeline

operations and promote greater flexibility
in the market.  Many shippers, for example,
want FERC to take a look at operational
flow orders and ensure that pipelines aren�t
charging harsh penalties for minor infrac-
tions.

Many LDCs have asked FERC to cut
out the �shipper must have title� policy that
has proven an impediment to many unbun-
dling programs.  This was not addressed in
the NOPR but Fernandez said FERC could
be persuaded to make the change.

Pipeline certification is an issue
that�s �ripe to measure generically,�
Fernandez said.

FERC has been �bogged down� by an
overload of pipeline proposals, she said.
�We need a framework for how we evaluate
the individual pipelines,� Fernandez said.

NEMA cool to FERC
NOPR on RTOs

�The NOPR doesn�t go far enough to
promote fair competition,� said Craig
Goodman, CEO of NEMA.

�Under the present regime, key buyer
goals -- such as price and reliable delivery -
- cannot dependably be met because of the
lack of coordination of the grid on a
regional basis and the resulting uncertainty
as to the availability of transmission
capacity.

�Without a vibrant wholesale power
market, the states that are forging ahead to
open retail power markets to competition
are destined to have their goals frustrated,�
Goodman added.

The group of wholesale and retail
marketers of natural gas, electricity and
related services and technologies supports a
two-tiered RTO/transco structure where
multiple, for-profit transcos are overlaid
with independent, not-for-profit RTOs.

Dynegy favors the two-tiered ap-
proach too in its filing today.

NEMA recommends that those
forming RTOs and transcos look to
implement a �hub and spoke market� where
points of receipt and delivery in areas
where there is little congestion would be
aggregated into hubs and capacity on
constrained interfaces between hubs could
then be identified and allocated to the
marketplace.

�In this context an RTO would
ideally cover a single control area.  Mean-
ingfully sized RTOs would permit one-stop
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shopping -� the capability to secure
transmission service contracts and to have
transactions scheduled and dispatched
across a broad geographic area by contract-
ing with one entity,� Goodman said.

But the RTO should not be the only
source of transmission rights.  Transcos
within the RTO should be able to compete
against each other and the RTO to sell
transmission service, Goodman empha-
sized.

Properly motivated transcos will want
to maximize their transmission revenues
and could provide a viable counterbalance
to an RTO whose dominant focus on
reliability may be overly conservative.

�If the RTO is properly sized to
internalize congestion, this should dramati-
cally reduce or avoid most loop flow and
congestion issues.

�Conversely, transcos with the
incentive to sell more transmission service
will challenge the RTO not to place
unreasonable restrictions on power flow.
This check-and-balance system will
optimize the mix of reliability and through-
put,� Goodman said.

�It�s imperative that FERC also
implement principles of comparability that
ensure that all transmission is provided
under a single tariff,� Goodman empha-
sized.

Copies of NEMA�s comments are
available on its website at
www.energymarketers.com.

Compel wires owners
to join RTOs, users
say or it won�t work

The Transmission Access Policy Study
(TAPS) Group urged FERC to compel all
regulated utilities to join RTOs �as a
necessary remedy for discrimination ... and
establish boundaries that transmission
owners would be required to join.

�Fair cost-based compensation for
transmission assets committed to RTOs will
compensate all transmission owners
appropriately and no further incentives are
needed for either inducing jurisdictional
transmission owners to join RTOs or to
construct additional transmission facili-
ties,� TAPS said.

TAPS is an information association
of municipal, co-op, IOU and other
supporters in 24 states, including
ElectriCities of Norther Carolina, Florida
Municipal Power Agency, Illinois Munici-
pal Electric Agency, and Madison Gas &

Electric.  FERC should encourage RTO
participation by non-jurisdictional trans-
mission owners by cutting obstacles to such
participation, �or at least by recognizing
such obstacles and ensuring that no
penalties will be imposed upon publicly-
owned entities if those impediments prevent
their participation in RTOs,� TAPS said.

A power exchange requirement
should be included in the final ruling,
TAPS urged, that assures transparency of
the market and encourages each RTO to
develop its own PX or a common PX to
minimize costs where feasible.

Sept 21 is the day:  For Energy

& Power Chairman Joe Barton, R-Tex,
Sept 21 is the day to move the Largent-
Markey bill (it�s on our website
www.restructuringtoday.com under What�s
New), and he�s going to stick to that date,
we are told.  He�s gathering comments from
stakeholders now.  Congress reconvenes
Sept 8.

Suez Lyonnaise to be
#2 US water company:  Suez

Lyonnaise des Eaux (lee-on-naze-day-zoh)
is buying United Water Resources, its US
municipal water-distribution affiliate to
become the second largest water supplier
after American Water Works.  But it
remains the world�s leading water company.
�We consider American water services to
be an emerging market,� Suez CEO Gerard
Mestrallet said.
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Museum lights out
at Chicago museum:  The Chicago
reliability bug bit Commonwealth Edison
Sunday when the Field Museum of Natural
History had to close because of an outage.
Museum officials had to turn away at least
8,000 people, Dow Jones reported.  The
museum doesn�t intend suing Com Ed.
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