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In A Nutshell

* Atthe turn of the century Sam Insull invented trusts, utilities,

that left North America W|tthe best (and most costly) electric
mfrastructure in the world
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Praéfices Act, allo
l * Competition qwckl

%:)k very expenswe




* Insull's regulatory scheme created a series of specia%interests
None of these wouldl €

Green Peace




* Each state has attem pted to placate a varlety of dlffegent
groups . 5 |
Enwronmentallsts lic funding for a

#

* Utilities get market pricing uarantees
* The result in every state has been to bring far,*far too many

cooks into the kitchen -
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Yes and No
On the yes side, th
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Professor Hogan:

Lucius N. Littauer
Professor of Public

Policy and

ministration at the
ohn F. Kennedy School
= of Government, Harvard
University

Professor Fessler:
Emeritus Professor of
Law
! i Universiéy of California
at Davis School of Law
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* Professor Hogan believes (to this day) thatmmarkets r%wst o
guided and managed by government
l . Professor Fessler

California down the path to administered markets, mandated
secrecy, inefficiency, and ultimately blackouts -
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Secrecy waﬁla central tenet of the California experiment
The logic was that cost recovery required "transparent™
pricing (Dan Fesslr) "transparent" pri@ing requé'ed

embracmg secrecy

Simply stated, secrecy in areas of central public policy
importance is neither required nor desirable

Increased secrecy will bring additional government
controls in order to avoid widespread blackouts




* AB;1890 was neither engineered nor inspired -- i%was a

disaster designed b . i
The primary plan wa of two new
agengies - the 180 and the inister Califaornia

§ar (ets
ustomer choice was an ge
eliminated by the formulas designed to recover stranded
costs .







* Since 1980 the West Coast has enjoyedmalg active%

-t

wholesale market
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* Singce May the ISO has taken direct contfoj of magkets
every few days . 1

Reliant, Duke, and Southrn
* The regional market has suffered from the massive level

of governmental intervention .
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COI ACTUAL (380002) NW AC CAPACITY: N to S (Scheduling Limit) (598995)
NW AC CAPACIT to N (Scheduling Limit) (598997) LOOP FLOW at MALIN (599980)
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COB Prices Versus Cumulative ISO Generation
(From EHV Data Suplied By The California ISO) For May 2000

LA A S st XY 22

y = 0.0049x + 3.2072
R®=0.1482

Mills Per Kilowatt Hour

et ey y =0.0022x + 13.363
: R? = 0.2887

10000 15000 20000 25000

Megawatt Hours Per Hour

‘ + COB May 22-31 = COB May 1-21 — Supply Curve (May 1-21) — Supply Curve (May 22-31)‘




* California’s forced divestiture brought five outsic%e owners

into the center of

l * These owners have !
- veﬂicallygnteqq utilities
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Daily Supply Curve Prices And Generation Costs Based On Natural Gas

Average Supply Curve Price ($fMU¥h)
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IStherceptions of shortage are provihg very subjective
Inadequate ISO met reity i i

midst of abunda



-mergency

2000 ISO Emergency
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ISO plants dispatch erratically ‘ = %
Although total capacity equals nameplate, actual dispatch L

bf nameplate



July EHV Houly Plant Data
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Hourly investigation of economic dispatch at Califor
"marginal”.plants i
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June 1997
Encina Generation and Price
(Red denotes IS0 Emergency, green line shows statistical
relationship between price and quantity)
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ina Generation and
Price

Generation

June 2000

Encina Generation and Price
(Red denotes ISO Emergency, green line shows statistical
relationship between price and quantity)
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It now costs the market 13 times as mﬁ@hﬁto raisg
generation levels
Substantial evide

te che

en€ld .
%eplaéing the internet wilh major generating units as
"tom-toms" '
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Since November 15th, California genel;antoﬁrs hav% changed
their behavior from a form of price based market
9 iA
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Western Generating Unit Outages

Current

CAIZO units/<250/3671 total

planned/unplanned®
Colstrip #2/330/coal
Contra Costa #6/339 gas
El Segundo #3/342/gas
Escalante/235/coal
Etiwands #4/333/gas
Haynes #4/22ZZ2/gas
Haynes #5/341/gas
Haynes #6/341/gas
Hunter #1/440/coal

Mos=s Landing #6/739/gas
MNawajo #1/750/coal
Pittcshurg #1-3/45859/gas
Fedondo Beach #3/495/gas
San Juan H2/350/coal

Eegins
WA

10-Fekh-01
A5-Dec-00
29-Jan-01
11-Fekh-01
28-Jan-01
QA5-Now-00
O5-Now-00
O5-Nowr-00
25=-Now-00
01-0ct-00
20-Jan-01
10-Now-00
11-Fekh-01
10-Fekh-01
0z2-Jan-01

M

?
2
2
13-Febh-01
?
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?
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2
?
14-Feh-01
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FEeason

unplanned®
maintenance
maintenance
tube leak?®
maintenance
maintenance
maintenance
maintenance
maintenance
maintenance
maintenance
maintenance
unplanned®*
tube leak®
unplanned




The ISO is undertrained, undermanned, and inexperienced in
its eurrent role - %

ISO dispatchers n
resources*z nor h

O has no.
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Actual ISO Capacity Reserve Margins Compared To WSCC Summer Adequacy
Report Forecasts
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Elimination of th
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ed Refunds

On:Eeak: 101.6 mills +/- 23% Mills %
Off-Peak: . mills - +/-11.6 Mills
October

rougd!

______ #

e to refine estimates on a
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Fundamentals B ISO/PX = Market Power




Fundamentals ® ISOPX © Market Power
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