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Fromuth behind effort to get shopping from NEPOOL OKd
Freedom Energy is the marketer trying to
get an OK for its customer Morin Brick Co
(RT, 6/25) to buy in the NEPOOL market.

Freedom’s August Fromuth has
another dozen Maine customers who are
eager to shop in the wholesale market for
power.

He finds the PUC staff friendly to the
idea of moving commodity power to the
market so that the market can realize the
true cost of energy.

What better way than to have the
consumer buy directly from the raw
source, Fromuth asked, without any
intermediary override.

Buying from NEPOOL would give the
market transparency, he added.

“What they’re going to find out in
Maine is that it’s a terrific bargain,” said
Fromuth.

In New York, 100+ C&I buyers are
buying directly from that state’s ISO,
Fromuth added.

One aspect of ISO New England’s
revised market is that each state has its
own price.  NEPOOL makes a math
adjustment for congestion when it sets its
hub price for NEPOOL according to
where the power’s going.

The states with congestion pay a penalty
because they haven’t built enough generation
and/or transmission to move power
seamlessly from the hub to their states.

And the states that have built
generation and can export it are rewarded,
he added, so that Maine has an advantage
as a power exporter.

“You get the Maine hub price plus the
Maine discount, a whale of a discount” of
4-8% for not having congestion.

Vermont, Connecticut and
Massachusetts pay a penalty for not having
spent to avoid congestion, said Fromuth.

He’s the marketer who won for New
Hampshire Industries the right to buy from
NEPOOL (RT, 5/3).

The maker of pulleys and machine parts
then learned that sometimes the power is
free (RT, 5/18).

Tom Woodruff, an ISO staff specialist,
explained that when too much power is
being generated, management sets the price
to zero to get generators to back off.

Freedom was picked as RT’s marketer
of the year last year for its innovative plan
of selling to gas customers — in this case
via an affiliate United Energy Marketing —
risk protection financed by a major
international energy company in New York
City (RT, 10/23).

Arkansas ponders freedom of choice for big power buyers
Arkansas utilities argued in the mid-1990s
that opening up the C&I market to
competition would be a dumb idea.

Since then a lot has happened but
their argument today is similar.  The
concept has been tried successfully in the
Midwest and Northeast, says Brett
Perlman of Vectren consulting in Houston
(RT, 6/2) and of course in Texas.

Those markets have shown benefits
for customers, he told the Arkansas PSC,
while the incumbents disagree.

A major problem is the lack of new
generation capacity needed to replace
Entergy’s aging fleet, he added and quoted
from Entergy testimony before an ALJ.

Entergy is short of baseload generation
it’ll need for 2007.  It lacks modern,
efficient combined-cycle generation
turbines, it had testified.

It had told the ALJ that it can only
supply 60% of its needs without adding new
units.

“Someone is going to have to buy and

pay for the needed generation,” said
Perlman.

Perlman had filed comments for
Wal-Mart in response to the Arkansas
PSC’s re-opening the markets debate
(RT, 6/2).

Perlman reasons that if IPPs get to
put in the power — taking the risk — it’s
better for Entergy’s customers than
having them take the risk.

Wal-Mart believes it’ll get a better
price with self- generation.

ConEd settlement seen as grand opportunity for New York
For those marketing firms that have
survived the recession and vacillating
regulatory policy, New York has a
beckoning finger.

“It’s a big deal,” said NEMA
President Craig Goodman, about the
Consolidated Edison settlement with the
PSC, what he calls “the first big break
competitive marketers have gotten.”

He listed buying receivables as an
issue on the table plus a $3 million fund
to educate customers (RT, 6/21, 6/22).

The issues are in hearings now then
expect a round of briefs followed by the
staff’s producing an order — probably
by the end of the summer.

NEMA and the stakeholders have

reached a settlement in the case.
His spirit is buoyed by the staff and

leadership’s wanting to improve the
market and envisions the settlement’s
being extended to electric and gas
utilities statewide.

A big success working with the
PSC’s leadership looks like the fruits of
Nick Fulford’s program at NEMA (RT,
6/19/03) whereby NEMA works with
state regulators who view markets as a
solution.

Chairman William Flynn brought to
the commission a staff enthusiastic
about bringing the benefits of
competition to consumers and are
comfortable using markets to solve

problems.
The latest move brings the open

Orange & Rockland market to ConEd’s
900,000 gas customers.

Goodman cites the 30% migration of
customers at O&R versus 5% for ConEd
and hopes for a 30% migration where the
market is opened up.

That means that more than a quarter-
million customers could become
economic to serve competitively.

As markets open up Goodman sees
lots of opportunity for the state’s 14
million gas and electric customers.

He praises Flynn and the staff for
efforts to bring benefits of shopping to
residential customers while freeing the
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utility of the risks of wholesale price
spikes as marketers take and deal with
those risks.

BPA rates could
fall in October:  The feds had
alerted customers to a 6% rise but
now the agency thinks they could
fall but the change won’t be known
until September when they do the
numbers.

Reliant makes RMR
accord in Calif:  Reliant Energy
and the ISO made a pact that will
turn back on mothballed 640-mw at
Etiwanda as reliability-must-run
units through December.  Power is
to be auctioned off.

AGA warns about
planned gas
efficiency jump:  The AGA and
the American Public Gas Assn have
told Energy Secretary Spencer
Abraham their fears that DOE is
weighing bumping up the minimum
efficiency for home furnaces and
boilers to a point where mid-
efficiency units would be out of the
market thus encouraging fuel
switching from gas to electricity
especially in warm-weather states.
AGA sees in that added pollution
from coal-fired plants.  Just a 10%
shift could boost CO2 emissions
dramatically, a number now rising
every year.  AGA called that “a
perverse result” of a rule designed to
cut energy use.

TXU gets big loans:  The
state’s largest utility refinanced loans
set to expire next year with $2.5
billion that expires in 2005 and 2007.

Solar power for
half of new homes?  The
Housing Committee of California’s
Assembly OKd a bill that would
require builders to install
photovoltaic solar power systems on
15% of new single-family homes
starting in 2006 — and 55% by
2010 (SB 1652).  The five-to-four
victory was hard won, Sen Steven
Murray’s office told RT, because the
construction and real estate
industries put up fierce fight. He is a
Los Angeles Democrat.  Murray
plans to spend a couple weeks

Based on the O&R model there could
be a five- to 10-fold rise in shopping
growing out of the ConEd settlement.

NU working on marketing plan for its utilities
Northeast Utilities (NU), New
England’s largest electric utility, picked
Allied Utility Network to help its
product council decide on an array of
new products and services for the full
range of customer classes served by
Connecticut Light & Power (CL&P)
and Western Massachusetts Electric.

The product council brainstormed
about 40 possibilities using a “stage-gate”
process where potential new products
are culled into an “initial harvest” list
based on a number of criteria —
customer appeal, fit with NU’s core
business and resources, regulatory OK
and financials, said the utility.

“We are an energy business,”
offering customers reliable, reasonably
priced energy and valuable, innovative
energy products and services,” said NU
CEO Chuck Shivery.

He believes success comes from
growing the regulated and competitive

businesses and NU has to “provide
creative customer solutions, innovative
technology and meaningful partnerships
across the markets we serve.”

Allied, formerly A&C Enercon, for
the past 25 years has been enmired in
developing and running many types of
marketing programs for utilities, the firm
reported.

The firm created a software
package that lets it model proposed
marketing programs over five years,
helping its clients refine their programs
and make go/no-go decisions.

The program addresses all phases
of program implementation: start-up,
marketing, sales, customer service,
delivery, operation and management.

The firm used it for many core and
retail programs including surge
protection, pipes and wires repair,
outage, discount health cards, exterior
lighting, water heating and telecom.

Bill Moroney observes:

White House decision —
‘going to be less competition’

Utilities are among the largest buyers of
telecom service and don’t like it when
telecom competition is reduced because of
the impact on innovation and pricing, said
William Moroney, UTC president.

He sees the impact being worse for
small business.

The White House decided not to seek
a Supreme Court review of an appeals
court decision favoring the Baby Bells in
the battle over FCC’s requirement that
Bells rent out the use of their wires to
competitors.

AT&T reacted by announcing it would
not seek new customers in seven states.

Moroney sees the decision as an
honest disagreement as to what
competition is.

For the Bells, his view is that they
don’t want to do it (aid competitors) and
lose money.

Some believe and some don’t that
current rules are so disadvantageous to the
Bells and put them in an impossible
situation where they see no point in
investing in new technology when every
investment would lose.

“I don’t agree with that argument but
that’s what they’re saying persuasively.”

Moroney, who speaks for the telecom

firms owned by utilities and their
suppliers, sees lots of competition but
questions how real it is.

Broadband offered over existing
cables and telecom wires where other
people sell the use of incumbent wires is
not a business model that will survive in
his view.

But broadband via power lines is real
competition, he said.

Are we on the verge of mushrooming
of BPL?

As soon as the FCC clarifies the
regulatory environment,” he replied.  FCC
has a BPL NOPR pending right now.

He expects then major manufacturers
will enter the field and give utilities “a lot
of comfort.”

Utilities then “will deploy more
aggressively.”

The ball is in FCC’s court, said
Moroney.

“The ball should not properly be only
in FCC’s court,” said NEMA’s Craig
Goodman.

All the law and patents on file on this
technology indicate BPL is in fact
electricity transmitted over power lines to
electricity consumers, he added.

As such, FERC and possibly PUCs



© Copyright 2004 GHI LLC.  Violations punishable by fines of up to $100,000 per occurrence.

Restructuring Today • Monday June 28 2004  3

7 stories in 1.5 minutes
Continued have a major role in ensuring equal, non-

discriminatory access for competition in
this new industry, he added.

If FCC alone takes jurisdiction without
FERC’s open access mandate, competition
will be locked out for BPL for quite a
while, Goodman added.

For consumers to get the best price
for energy and technology, FERC needs to
ensure that power lines will be open to
BPL competition at just and reasonable
prices, Goodman advocated.

A major problem in his view is that
FCC doesn’t have the authority to
mandate access.

The BPL industry is awaiting
“regulatory clarity” before investing, said
Moroney, maybe in about three months.

Meanwhile AT&T’s decision not to
market long-distance and local service in
Ohio, Missouri, Washington, Tennessee,
Louisiana, Arkansas and New Hampshire
should not have been a shock, said Mike
Jackman, executive director of the
California ISP (internet service provider)
Assn (CISPA).

Z-Tel vowed not to take new
customers in Arkansas, Idaho, Iowa,
Maine, Montana, Nebraska, New Mexico
and West Virginia.

“Recent policy decisions at the federal
level have created an atmosphere of
uncertainty in the broadband and local
phone markets,” said Jackman.

He means the administration’s failure
to support the goals of the pro-
competition goals of the 1996
Telecommunications Act.

His group represents about 110
independent ISPs with over 3 million
California customers (www.cispa.org).

“The Bush administration has failed to
stand by its own national policy to ensure
open and competitive broadband and
telecommunications networks,” he added.

AT&T and Z-Tel’s pulling out of
markets is a direct result of this regulatory
uncertainty, Jackman noted.

“This is a major blow to competition
and very likely a sign of things to come,”
Jackman added.

The California PUC has a pending
decision on whether to boost wholesale
prices for competitors.

The ball is in the PUC’s court to
“protect the California market from the
same fate,” Jackman observed.

CompTel/ASCENT — national voice
of CLECs — last week asked the FCC to
issue an order to stabilize markets until the
commission can adopt permanent local
competition rules.

The group supports FCC Chairman
Michael Powell’s stated top priority — “to
ensure that consumers do not experience
any disruption in service and to provide
sorely needed stability in the marketplace,”
the group quoted.

“Within the last week, we’ve watched
the Bells creep away from their artfully
worded commitments to the FCC and
continue to present our member
companies with propositions designed
only to increase Bell profits and quash
competition in the process,” said Russell
Frisby, CompTel/ASCENT CEO.

He sees trouble down the road.
“We have yet to realize the true market

disruption” expected where the Bells’
believe the administration has OKd
“unchecked exercises of market power,”
predicted Frisby.

The ILECs claimed not even a ripple
effect would follow the District of
Columbia Circuit Appeals Court mandate
but “we are already experiencing the
beginnings of a storm surge in which
uncertainty is forcing competitors to exit
select markets and lay off employees,”
Frisby added.

ILECS wrote Powell June 14
promising to freeze rates for various
network elements (UNE-P) for about six
months but CompTel/ASCENT expects
them ultimately to raise rates for local
circuit switching, high-capacity loops,
dedicated transport and dark fiber by
100% to 1000%.

“The Bells continue to act on the
assumption that interim rules — or the
absence of any rules — give them carte
blanche to raise their rates or interfere
with competitors’ ability to access and use

talking to stakeholders to see if they
can hash out some common ground
— possibly incentives — before
putting the bill before the Assembly
for a vote.  Gov Arnold
Schwarzenegger hasn’t commented
on the bill but is on the record in
support of putting solar power in
half of new homes
(SolarAccess.com).

FERC may have to
release all Enron
data:  Rep Anna Eshoo, a
Democrat from Palo Alto, got a
provision in a fiscal bill requiring
FERC to release all its Enron
documents.  How does a Democrat
get a provision in a tax bill?  Would
you have voted against it?

Portland still
eager to buy PGE:  So Mayor
Vera Katz wrote regulators that if the
Houston group Texas Pacific
doesn’t come though, the city wants
a shot at it.

Energy markets liquidity getting better these days
Liquidity in energy markets has
rebounded from the lows of 2002 and
early 2003 and today is reasonably good
from a trading perspective, BP America
told FERC’s staff.

Liquidity and price reporting have a
relationship, said BP’s Martin Marz.

Having enough buyers and sellers
allows a trader to exit a position in a
market and that’s linked to strong price
reporting that convinces traders that
prices can be trusted, he explained.

Marz and others offered positive
appraisals at a day-long FERC technical
conference on liquidity, energy price
discovery and the use of price reporting
services in tariffs.

The counterparties’ credit quality,
commodity price, volatility and certainty
are value drivers for liquidity, said
Christopher Edmonds of ICAP Energy,
for the Energy Brokers Assn.

Certainty is critical, said Edmonds, as
traders look to get into and out of
positions quickly.

Right now the market is headed in the
right direction, a major shift from a year
ago, he added.

The session was led by senior FERC
and CFTC staff.

It followed FERC’s policy statement

that listed the commission’s options as
ending the regulators’ active role in price
formation, permitting the industry to
address the matter without further broad
FERC guidance, closely monitoring the
level of trading activity reported by price
index developers, and moving toward
mandatory price reporting of energy trade
data the latter drawing little support.

Market liquidity has improved over the
past year, along with the quality of price
reporting, commented Conectiv Energy’s
Nathan Wilson for EPSA, so he doesn’t
see a need for further FERC action on
price reporting and indices.

“Specific and over-proscriptive
actions” such as mandatory reporting are
not needed, he underscored.

Industry’s confidence level has risen
along with liquidity and price reporting
quality, Wilson added.

A similar message was offered on
behalf of AGA by Michael Novak of
National Fuel Gas Distribution Corp, who
cautioned the commission against
mandatory reporting, but it should
continue to monitor.

If a mandatory reporting regime were
put in place, the quantity but not
necessarily the quality of information ...

(Continued on page 4)

http://www.cispa.org
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those elements,” said Frisby.
That’s why the FCC has to “end this

perception immediately while it addresses
the circuit court’s concerns in a remand
proceeding.”

The rule in question, UNE-P
measures forcing the incumbent
telephone firms to make leasing their lines
by CLECs affordable, never really took
hold as the ILECs fought them in court,
in the federal domain and often simply
ignored them.

FCC Chairman Michael Powell in April
called for the ILECs and CLECs to solve
the problem once and for all by getting
together to make reasonable deals — a
childishly unrealistic suggestion at a time
of need for boldness.

“We openly feared that the Bush
Administration’s failure to protect local
phone competition would be the beginning
of the end,” said Paul Fadelli, executive

director of Californians for
Telecommunications Choice (CTC).

The decision by the two CLECs to
stop competing in 14 states “robs millions
of local phone customers of choice in
local phone carriers — and the savings
and service improvements that result from
competition,” he added.

“California regulators are now the last
line of defense to save competition, choice
and savings for consumers across the
Golden State,” he echoed.

The PUC’s pro-competition policies
gave over a million Californians the
freedom “to reject monopoly-only
providers like SBC and instead to choose
from dozens of other competitors, saving
consumers hundreds of millions of dollars
annually,” said Fadelli.

Those benefits are “squarely in SBC’s
cross-hairs as it demands that the
[California PUC] double the current

wholesale rates — in effect driving
competitors out of the state,” he added.

“California regulators have got to
stand up for California consumers and
small businesses by rejecting this rate
hike,” urged Fadelli.

“Californians don’t need more damage
than has already been inflicted by the Bush
Administration,” he added.

“We have to ask the question ‘Is
California next?’” said Nikayla Nail
Thomas, executive director of CALTEL,
the California Association of Competitive
Telecommunications Companies

She asked the California PUC to
“stabilize what has become a tenuous
competitive climate by maintaining the
reasonable rates it set two years ago” —
rates that brought competitors to market,
jobs and investment to California and
hundreds of millions of dollars of savings
to consumers.”

Energy markets liquidity getting better these days
From page three

 ... would go up, said Jeff Walker of
NRECA’s ACES Power Marketing.

The keys to industry confidence are
liquidity, a good process and adequate
disclosure, Walker specified.

The corner has been turned, he
added.

Alonzo Weaver for the American
Public Gas Assn and Al Muser for the
Industrial Energy Consumers of America,
favor mandatory reporting.

While the system has improved in the
last two years, it remains broken, Weaver
testified while Muser reported confidence
in the market remains low.

Then a panel of information providers
weighed in against mandates claiming
such services don’t serve the industry
well.

On-going uncertainty over FERC’s
next steps has kept many power market

players on the sidelines, commented
Argus Media’s Miles Weigel.

The commission’s job is to
investigate, regulate and prosecute, said
Ernest Onukogo of Dow Jones
Newswire Indexes, but new institutions
aren’t needed.

Powerdex’s Bobette Riner argued that
having only the largest players providing
data for an index could lead to gaming of
the system.

“We want to be a watchdog,” she
said.

The market took a big hit following
FERC’s late-2002 threat of sanctions
including jail time for market gaming, she
added.

Now participation is growing, she
reported, favoring use of a carrot rather
than a stick.

NRECA, speaking for co-ops, fears
inflexible credit rules from FERC tailored
to the financial structure and reporting of
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large IOUs will create market barriers to
the open access transmission that Order
888 was intended to create.

The association was pleased that
FERC’s looking at the issue but urged
regulators to keep these thoughts in
mind:

Credit needed to move power on the
grid need not be “literally standardized”
but does need to be openly and clearly
stated and reasonable.

Frequency of subsequent credit
review, grounds for credit adjustment
and consequences from loss of credit
adequacy need to be disclosed and
reasonable.

Electric cooperatives should be able
to use letters of credit or other credit
enhancements issued by qualified
financial institutions like the National
Rural Utilities Cooperative Finance
Corporation (NRUCFC) or CoBank, ACB,
not just from commercial banks.

Only 2 days left to register for
Developing markets in the
West II live interactive audio
conference.

See next page for details
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Developing markets in the West II
Live, 90-minute audio conference, Wednesday, June 30th at 12:00 PDT

Only five days left to register:   http://www.restructuringtoday.com/audio/dmwweb.htm

Big, positive changes are happening in the California energy market and support
for competitive markets is growing rapidly
in the West.

Join our dynamite panel of experts for a live, audio conference to explore
the exciting new developments in the outlook for the West and you’ll learn
answers to today’s major market design questions and ask the panelists your
own questions:

• Is the election of Gov Arnold Schwarzenegger the main driver?

• Bottom line, if parochialism is the main obstacle to developing
markets, how do we address it?  Any hope in that direction?

• How should the market be structured?  How close is the western market to
functional now?

• What drivers determine a healthy market?  How do we get there?
Is financial stability near?  What’s needed to get there?

• How does California’s MD 02, the California ISO plan to design a market, fit
in with developing western markets and federal policy?

• What are the obstacles to developing western markets now?

•  One school of thought is that the West has had a vibrant power market for
many years without FERC’s fostering one.  If so, why do they need FERC?

• Western opposition to FERC line siting is ferocious. How can that
be approached?

• More than 50% of the power lines in Arizona are owned by public power, a
community frightened at the concept of discipline of the marketplace.  How
should that be  approached?

•  Is the development of western markets a threat to the hidden
subsidies in cheap hydropower?  Should federal agencies sell their
power at market rates in fairness to US taxpayers or should
taxpayers get less than market rates to subsidize the Northwest?

•  And much, much more.

EXPERT SPEAKERS
• Commissioner Nora Brownell
was nominated by President
George W Bush to serve on the
Federal Energy Regulatory
Commission (FERC) in 2001.
FERC regulates and oversees
energy industries in the economic
and environmental interest
of the American public.
• Joe Desmond is Gov Arnold
Schwarzenegger’s energy
adviser. He’ll play a key role in
getting markets going in the West
— supported by the governor
who made free markets an issue
on his website when the recall
movement began.
• Commissioner Mike Gleason, a
key regulator at the Arizona
Corporation Commission
comes with a National Association
of Regulatory Commissioners
(NARUC) perspective.
•  Vicki Sandler is president of
APS Energy Services. She
brings a marketing perspective to
the panel.
• Jackson Mueller is a
Redmond, Wash, adviser to
industrial and other large energy
buyers. He’s active in West Coast
markets and Texas.

Fax completed form to 202-298-8210, call 1-800-486-8201, go to http://www.restructuringtoday.com/audio/dmwweb.htm or
mail to: Restructuring Today, 4418 MacArthur Blvd. NW Suite 202, Washington, DC 20007.
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