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Could court’s pro-Bell decision have serious energy impacts?
NEMA President Craig Goodman suspects
it could.

Here’s how.
He envisions the impact on “local

distribution networks and prices that can
be charged for access could affect the
direction of competitive energy markets.”

He’s looking at default electricity rate
designs coupled with the FCC’s pending
broadband over power line (BPL)
rulemaking when utilities are about to roll
out BPL services.

And this is what he sees:
“Extremely anti-competitive default rate

designs that can prevent power competition
now [the District of Columbia Appeals]
court has overturned access and
competitive prices for local network
access.”

He’s uneasy that the FCC is about to
open markets for utilities to enter high-tech
BPL and voice over internet protocol
(VOIP) when Congress, the courts, federal
agencies or state PUCs aren’t guaranteeing
competitively neutral, non-discriminatory
open access to power lines for either

electricity or technology competition.
NEMA sees BPL as the use of power

lines “to transmit and deliver the bundled
sales of electrical energy commingled
with energy (telephony, information,
content, media, data and technology on a
spectral frequency).”

Goodman believes a case can be
made that mandatory, open, non-
discriminatory access to power lines “at
just and reasonable rates is absolutely
necessary to ensure fair, competitively
neutral competition in electricity and
related powerline technologies.”

He cited the way the Pole Attachment
Act guaranteed open access to utility
poles for wireless and broadband
providers.

The goal was to avoid unneeded
duplication of utility infrastructure, he
said.

Goodman favors encouraging
technology and infrastructure investments
and the best way, he added, is to
encourage competition.  “It may be
critically important to our national

security as well,” he added.
He is concerned that federal law

doesn’t give FCC authority to mandate
open access to powerlines.

The Appeals Court decision could leave
FERC as the only agency with the power
and Supreme Court approved authority to
mandate open access to power lines to
transmit energy in interstate commerce.

FERC has found discrimination in the
use of the grid to transmit energy in
commerce, Goodman noted.

What’s going on with Cinergy (RT,
yesterday)?

“I have admired Jim Rogers for many
years for his outspoken support of
competition and his recent announcement
of a major BPL rollout could prove to be a
excellent growth strategy.  However,
without open access in this FCC NOPR and
now with this Court decision, Cinergy’s
proposed default rate design could make it
very difficult to compete in its service
territory in electricity  as well as value
added services and technologies,”
Goodman added.

Is Appeals Court decision pro-competition or against it?
The appeals court backed FCC
policy of not requiring broadband
providers to share networks with
competitors.

Regional Bells (RBOCs) had
argued that local phone networks
don’t need regulation because of
competition from wireless and cable
firms and those selling VOIP (voice
of internet protocol).

RBOCs gripe about federally
set prices for their competitors
being too low giving competitors an
advantage unfairly.

For AT&T, Sprint and MCI the
lower rates keep them in local
phone service, they argue.

The court leaned in favor of the
RBOCs finding it was wrong to
require them to share phone lines
with competitors at discounted,
government-mandated rates.

NARUC is leaning towards
seeking a Supreme Court review of
especially the part about not letting

the states decide when RBOCs can stop
leasing parts of their networks.

The court lowered the hammer,
NARUC’s words, on the FCC’s turning
over to state commissions some of its
authority and its finding of impairment in
mass-market switching.

NARUC President Stan Wise wants
the FCC to seek immediately Supreme
Court review.  Regulators are “digesting
the decision” but they’re leaning
towards seeking review.

State commissions spent
“considerable time and effort” after the
same court two years ago required
“granular analysis” of local competition
in each market, Michigan
Commissioner Robert Nelson added.
He chairs NARUC’s telecom
committee.

“We believe we have fulfilled the
original mandate of the court and are
dismayed that this opinion concludes that
the States should not undertake this
role.”

The FCC can decide to appeal
or rewrite the rules to please the
court as it’s done twice before.

FCC Chairman Michael
Powell’s reaction?

He praised the ruling.
Powell found himself the odd

man out last year when
Commissioner Kevin Martin, a
Republican, joined two Democrats
to defeat his agenda.

One truly ugly prospect for
competition is that the decision may
stir battles on Capitol Hill over
rewriting the 1996 act.

The last effort in that direction
led to RBOCs’ winning the support
of important commerce committee
leaders supporting a repeal of the
1996 act under another marvelous
name.

Sen Fritz Hollings, D-SC, was
able to block the ugly regression
but he’s leaving the Senate this
year.
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PJM generators tell lawmakers about price cap damage
Could Doug Biden persuade Pennsylvania
lawmakers to end the damage retail price
caps do?

He’s president of the Electric Power
Generation Assn (EPGA) right there in
Harrisburg, the state capital.

He quoted the PUC’s tally that
consumers have saved over $5 billion
dollars compared with pre-competition
rates.

And 20% of the customers who have
chosen a generation supplier other than
their local utility expressed “a willingness
to pay a premium for renewable energy,”
he testified.

But most of the savings come from
the retail price caps negotiated in the utility
restructuring orders, Biden added.

Those caps are the main reason why
“we don’t see as many retail generation
suppliers competing in the marketplace
today as we expected.”

Competing retail marketers, “with a
few notable exceptions, simply found it
too difficult to make money in
Pennsylvania competing against the
utility’s capped rates,” said Biden.

The caps meanwhile insulate
customers from the market, removing the
incentive for customers to respond to

market price signals and cut power use
when needed, he testified.

He urged the Consumer Affairs
Committee holding the hearing yesterday
to study the Center for the Advancement
of Energy Markets RED Index showing
the ranking of markets.

Pennsylvania’s program was ranked
first in the index among US states from
1998 to 2001 “and second only to Texas
for 2002 and 2003,” Biden testified.

A September 2003 CAEM report
found that customers within PJM saved
about $3.2 billion in 2002 — a savings of
$993 million for Pennsylvania customers.

The average system-wide LMP price
was 12.6% less in 2002 than 2001 at
2.83¢/kwh and 3.24¢ respectively.

PJM estimates that just bringing the
resources of Allegheny Energy into the
market (as PJM West) saved wholesale
customers more than $100 million, he
added.

The committee heard from Energy
Assn of Pennsylvania President Jay Love,
Mike Welsh of International Brotherhood
of Electrical Workers (IBEW) and PPL
Electric’s President John Sipics.

A big side benefit of competition,
Biden reported, is efficiency and reliability

from having more capacity available.
The forced outage rate (FOR)

measures the probability that a power
plant will fail when needed to serve
demand.

As the FOR drops the reliability of the
system grows, explained Biden, and less
capacity is needed for reliability.

In PJM, the FOR was cut by over
50% from 10% during 1994 to 1997
period, to 4.5% during the 1997 to 2001.

That drop offset the need for around
1,500 mw of new capacity, Biden claimed.

“Perhaps the most striking testimony
to the success of wholesale competition in
the PJM market is the 15,000 mw of new
generating capacity” that either came on-
line since 2000 or is expected to be in
service by early next year.

All of that capacity was or is to be
built without any utility base rate boosts,
noted Biden.

“We once again have a glut of
generating capacity in Pennsylvania and in
the PJM region,” but this time, investors
and not ratepayers are taking the risks,
noted Biden.

And customers benefit from the
“excess capacity” in the form of lower
wholesale prices.

Hooking up generators plays a
critical role in bringing generation
into energy markets.

Thus FERC reaffirmed
yesterday a rule (Order 2003)
setting standard procedures and
agreements to hook up generators
larger than 20 mw and by so doing
(Docket RM02-1) help reliability,
boost power supply and lower
wholesale prices.

How?
By getting more generators into

wholesale markets.
Thus FERC now requires IOUs

that own, control or operate
interstate transmission to offer non-
discriminatory, standardized
interconnection service — even in
the US South and maybe even in
the Pacific Northwest.

The original order, issued in
July, drew requests to clarify
pricing policy for network
upgrades.

FERC cited a transmission
provider’s option to charge the
interconnected customer a
transmission rate figured like this:

The higher of the incremental
cost rate for network upgrades

needed to hook up the generator or an
average embedded cost rate for the entire
grid including the costs of the network
upgrades.

The goal there?
To make sure other grid customers —

including “native load” — doesn’t
subsidize network upgrades to connect
merchant generation, the Entergy
viewpoint in the pending energy bill.

FERC reaffirmed the law and policy
of the original order.

The commission agreed to rehearing
on two aspects of Order 2003’s method
for reimbursing generators for the cost of
financing network upgrades needed to
complete the interconnection:

·  FERC no longer will require grid
owners to extend credits to the
interconnection customer for all of the
transmission delivery services it takes.
Credits are to be provided only for the
delivery service taken by the generator.

·  Transmission providers choose five
years after the generator starts up —
whether to reimburse the interconnection
customer for any remaining balance of the
cost of financing network upgrades and
accrued interest.  It may opt instead to
provide credits until the balance
disappears.

The commission underscored
an earlier commitment to flexibility
on hook-up pricing by independent
transmission providers because
those grid owners don’t have an
incentive to discourage new
generation of competitors.

Adopting clear policies on
incremental and embedded pricing
in gas during the 1990s set the
stage for expanding the gas grid,
FERC Chairman Pat Wood said,
who sees in the order a chance to
“translate into pretty clear English”
that this policy, like the gas policy,
keeps existing customers from
bearing undue risks” while not
forcing the generator to pay twice.

Commissioner Nora Mead
Brownell hopes to see the end of
discriminatory practices that have
harmed customers.

She believes the rule will
protect native load customers
without putting unneeded risks on
generators.

Commissioner Joseph Kelliher
agreed.

FERC is committed to act on
generators smaller than 20 mw
soon.

FERC acts to add wholesale power competition



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

Restructuring Today • Thursday March 4 2004   3

4 stories in 1  minute

ExxonMobil plans
east coast LNG
regas terminal:  Nova Scotia’s
Chronicle Herald quoted
ExxonMobil’s Ron Billings at a
Calgary energy conference recently
as saying the firm is not
considering putting an LNG
terminal on the Eastern Seaboard.
A call to ExxonMobil confirmed
that — if you are talking about
Canada’s eastern seaboard —
Billings is right.  The Eastern US
seaboard is a different story, the
firm noted.

Green power advances
in Alberta:  Canadian Hydro
Developers signed a multi-year deal
to supply Nexen with 40,000 mwh/
year of renewable energy
certificates (REC) from its low-
impact renewable power plants
certified under the EcoLogoM
program.  Nexen has a contract
with the Alberta Urban
Municipalities Assn to provide the
RECs for its electricity aggregation
program that are to boost its green
energy totals tenfold.

SCANA renews as
Georgia gas POLR: The PSC
voted to extend SCANA Energy’s
two-year POLR franchise through
August of next year for more than
52,000 low-income and “credit-
challenged” customers in Georgia’s
competitive gas market.  SCANA
completed its deal to buy 50,000
competitive customers from
Centrica’s Energy America, bringing
its Georgia customer total to
450,000 including POLR accounts.

Reliant gets DC
marketer license:  Reliant
Energy Solutions (RES) won its
District of Columbia marketer’s
license and will begin selling power
to medium and large C&Is and
institutional clients.  RES’s eastern
group, headquartered in Edison, NJ,
has 500 mw-worth of C&I
customers in New Jersey and
Maryland and its sister generation
company has 5,600 mw of
generation in PJM.

Southern’s ‘terrorist’ epithet irks FERC’s Wood
A Southern Co executive’s description of
FERC regulators as “amiable terrorists”
did ruffle a few feathers.

The company’s general counsel was
said to have offered the view in a
discussion of RTOs in the region.

He was quoted as saying that
Southern wouldn’t object to an “RTO lite”
proposal.

Wood’s reaction?
“I lived through 9/11 here in this

town,” he reminded, and committed to
look at anything Southern may provide but
hopes that a proposal, or any others like it,
“don’t end up wasting everybody’s time,”
Wood told reporters following the
commission meeting.

This has been the case for the past
several years with proposals from “down
there,” Wood pointed out.

In reality, wasting time may be a

major strategy, if measured by the gain
from continued monopoly rent.

One more year of preventing
competition may even be a calculable
number.

Many wholesale customers, co-ops
and munis, “have to spend time and effort
to try to just get basic rights of access to
the wholesale market that their compatriots
in other parts of the country are enjoying
the benefits of now,” Wood reminded.

Entergy’s CEO wrote FERC earlier
this year that it will file in March.  The
firm has multiple proceedings before the
commission, Wood observed, noting “a
more comprehensive approach would be
much better.”

Is Southern willing to come up with a
satisfactory RTO plan, Wood was asked.

“We haven’t seen one yet but we’re
ever hopeful,” the chairman replied.

Utilities cut marketing budgets
Utility marketing budgets have been falling
over the last five years, Chartwell found in
a survey of 86 utilities, and some 20% say
they reduced last year their marketing
budgets for non-commodity products and
services.

The firm’s Marketing Utility Products
& Services: Advertising, Promotions &
Community Relations looks at favored
marketing methods as well as how utilities
track results, form retail partnerships and
handle branding (www.chartwellinc.com).

Market economics may impact Nation’s Capital
Suppliers are to bid this fall to supply
power for those Potomac Electric Power
Washington, DC, customers who haven’t
chosen a supplier by February of next
year.

The PSC chose a wholesale model
similar to those used in New Jersey and
Maryland rather than the Maine model
where winning suppliers serve customers
at retail.

The Maine system was rejected
because it’s a larger market than
Washington’s and more customers are
shopping in the nation’s capital — about
12.5% of residential and 51.2 of C&I load.

Shopping’s success in Washington
occurred while Pepco served as the standard
offer service (SOS) supplier, bidding out the
load at wholesale, the PSC noted.

SOS prices are higher in Maine, the
PSC noted, and Maine still uses wholesale
bidding as a backup if its retail RFP
doesn’t get bidders.

The District’s location in PJM — “a
smoothly functioning” RTO more
advanced than Maine’s New England ISO
— gives the wholesale model an edge, the
PSC noted, pointing out how competitive
wholesale bidding has been in New Jersey
for SOS supply.

With Pepco taking care of the retail
details, more bidders likely will participate,
the PSC thought, opting to make Pepco
supplier of last resort for those who don’t

or can’t choose or whose suppliers default
under the system adopted by the PSC.

Stakeholders arguing for the wholesale
model included Morgan Stanley,
Constellation Energy, Pepco Energy
Services, the Mid-Atlantic Power Supply
Assn, PSEG and J Aron while Washington
Gas Energy Services (WGES) thought the
District’s nine retail marketers would
provide more competitive services than
one wholesale supplier.

The Government Services
Administration — the federal
government’s landlord in a largely federal
town — along with WGES and the Office
of Peoples Council (OPC) argued for the
retail model as well.

Going the wholesale route, customers
would see differences in only a portion of
their bill, the pro-retail group noted, with
just that one part “exposed to competitive
forces” thus discouraging new market
entrants.

OPC argued that under the wholesale
model Pepco would be adding a markup
for administrative and retail costs without
the pressure of competition to keep those
costs low.

Customers would pay more too
because Pepco would not be required to
forward hedge its wholesale contracts so
SOS customers could take advantage of
dips in market prices, OPC noted.

The cost?  About $45.9 million a year

http://www.chartwellinc.com


for SOS customers, OPC estimated, and
another $41 million for shopping
customers since marketers tend to price
their services just below the SOS.

The PSC dismissed that argument,
fearing too much exposure for customers
to spot prices.

A timeline for the bidding process is
included in PSC order 13118 at
www.dcpsc.org.

Abbreviations:  To see a glossary of  RT’s abbreviations, go to
www.restructuringtoday.com/glossary.html.
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