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Continuing Electricity Market Instability Threatens California with Rolling Blackouts








Introduction


CARE amended its original complaint EL01-2 on October 31, 2000 to request the FERC, among other things, expand their investigation of the market behavior of market participants including the Investor Owned Utilities (IOUs). The amendment prescribes the following remedies to the run-up in the cost of electricity associated with the events and circumstances surrounding the June 14, 2000 rolling blackouts in the San Francisco bay area. 





1) The amendment serves as a notice of intent of consumer's and distributor's of power in California to withhold a portion of their utility bills, used in payment to Generators of power, in an escrow account until such time as administrative and judicial remedies are exhausted, or transmission facilities are determined by appropriate state and federal authorities to be adequate and reliable during periods of peak demand.





2) That the Commission direct the California Independent System Operator Corporation, and California Public Utilities Commission, to fulfill its primary responsibility for system reliability by constructing adequate transmission in the San Francisco Bay Area on a priority basis.





3) That the Commission direct the California Independent System Operator to raise the price cap to $1,300/MWh until such time as transmission facilities are determined by appropriate state and federal authorities to be adequate and reliable during periods of peak demand.





4) That the Commission require the California PUC to perform a “prudency review” of purchases by distribution utilities (San Diego Gas & Electric, Southern California Edison, and Pacific Gas & Electric) of schedule loads on the block forward/day-ahead market which are less than 80% of the purchased capacity.





On November 22, 2000 CARE responded to the November 1, 2000 FERC Order in regards to FERC docket EL00-98, within the prescribed deadline of November 22nd. CARE generally is in concurrence with the FERC orders. The issues that CARE contends still need to be more thoroughly deliberated are as follows:





California price caps continue to threaten grid reliability and public health and safety. Individual sellers appear to be operating with impunity from the threat of refunds by the FERC for exercising market power. FERC has failed to respond to California Governor Davis’s call for refunds for generator overcharges associated with run-up in pricing associated with June 14, 2000 rolling blackouts in the San Francisco bay area. FERC has not responded to CARE’s call for an escrow account to with hold payments.


Institutional reform is needed to insure that the California Independent System Operator (Cal-ISO) and California Power Exchange (Cal-PX) are reorganized to “protect the public interest”. This reorganization requires a new publicly accountable agency to protect grid reliability (and the associated public health and safety concerns) in addition to insuring the price of power is “just and reasonable”.


Institutional reform is needed to prevent further price discrimination, redlining of customers, and, ultimately, producer cooperation and/or collusion to frustrate competition.














California Price Caps Threaten Grid Reliability and Public Health and Safety.





CARE in its November 22, 2000 response to the FERC order, “contends that recent events on November 14, and 15, 2000 provides evidence that market manipulation or other anticompetitive behavior is continuing to occur and that the combination of market rules and supply shortage does produce unjust and unreasonable rates while the flawed market design remains in effect.” CARE further contends that the pernicious effect of California’s price caps is a threat to grid reliability and therefore an eminent threat to public health and safety. The rolling blackouts in the San Francisco Bay area and the two associated deaths that occurred must not be allowed to reoccur. The last three days December 5th, 6th, and 7th, 2000 have seen the return of Stage 2 emergencies with a Stage 3 emergency declared as stated in the Cal-ISO’s December 7, 2000 press release.





“(Folsom, CA) The California Independent System Operator (California ISO) declared its first Stage Three Emergency today at 5:15 p.m., Thursday, December 7, 2000, but rotating blackouts have not been ordered at this time. This Stage Three declaration enables the California ISO to receive emergency assistance from the Western Area Power Administration (WAPA) and the California Department of Water Resources (CDWR) to help meet the day’s peak demand, forecasted to be 33,839 megawatts at approximately 6:00 p.m. this evening. California ISO is hopeful that these additional resources will help avoid rotating blackouts throughout the state.





Higher than usual consumer demand for this time of year coupled with more than 11,000 megawatts of generation off line and a decrease in imported power has jeopardized the operating reserves necessary to maintain electricity reliability.”





In this regard CARE has called the office of the Governor twice about continuing Stage 2 emergencies in California. CARE has asked the Governor to raise the price cap to $1,300/MWh during stage 2 emergencies in order to attract imports to the state and discourage the export of power. CARE contends that you the FERC, and state regulators must act to do everything within your authority to prevent rolling blackouts, as you have a fiduciary responsibility to protect public health and safety. Failure to do so (now that you have been notified of such) will make you party to potential anti-trust and civil rights violations that may result.





Respondent’s (Dynegy Power Marketing, Inc., El Segundo Power, Inc., Long Beach Generation LLC, and Cabrillo Power LLC)� answer to CARE’s amended complaint concurs with CARE in regards to price caps where it states,





“CARE correctly recognizes the pernicious effects of lower price caps.


CARE correctly identifies the adverse effects on the California system of lower price caps, including increased export of power to states without price caps (Amended Complaint at 4-5). It therefore recommends a cap of $1300/MWh in order to attract power to the state and ensure reliability. CARE also recognizes that the ISO and IOUs must construct new transmission capacity. Dynegy agrees with both of these broad principals.”





CARE contends that the run-up in price began on or around June 14, 2000 when two or more of the generators of power began testing their market power by with holding generation supplies (scheduled outages) during a period of peak demand (greater than 44 GWh). CARE contends that these actions where done in concert with the Cal-ISO and Cal-PX to artificially inflate demand, and create a shortage of supply, in order to receive what ever price the market would bare. In this case several hours of $1,100/MWh sales took place on June 14, 2000 as a result. In response to these events the Cal-ISO and state regulators imposed lower price caps. This had the same effect as “throwing gasoline on a fire”, sharply increasing prices this summer, drying up imports and increasing exports of power out of state, where producers can reap the profits that these out of state markets can bare.





California, now faced with little or no imported power, faces a more serious threat as other generators follow suit and withhold power through planned and unplanned outages. As of this filing 11,000 megawatts of generation remain off line, as California’s power markets are no longer reliable to meet baseline demand of 35,000 megawatts. (35GWh) Immediate market incentives need to be provided to encourage imports now.





Institutional reform is needed to insure that the Cal-ISO and Cal-PX are reorganized to “protect the public interest”





In our original complaint� of October 6, 2000 to the FERC (docket EL01-2), “CARE contends that Independent Energy Producers [IEP], all sellers of energy and ancillary services into energy and ancillary services markets operated by the California Independent System Operator [Cal-ISO] and the California Power Exchange [Cal-PX]; all scheduling coordinators acting on behalf of aforementioned sellers; California Independent System Operator Corporation; and the California Power Exchange are currently involved together in a ISO/generator trust to drive up the price of electricity, and justify expedited power plant construction in California to further maximize generator profits.” 





CARE generally concurs with your November 1, 2000� order where it states,





“In addition, over the course of this summer, it has become apparent that the Governing Boards are not functioning as they were intended to. Members of the ISO Board, in particular, have come under undue pressure from various sources, notably regarding votes to change the purchase price cap level. One member even felt compelled to resign, and her parting words encouraged her colleagues "to find the determination to stand for the principle that the ISO must be independent of manipulation by any market participant."� Several other members also noted pressure "from people that are very powerful."� The Staff Report found indications that the Boards have been susceptible to influence by market participants, particularly by the interest that they represent.� Even California authorities have concerns about the Boards' independence. A joint Report to the Governor authored by the California Commission and the Oversight Board notes that the ISO and PX "are governed by boards whose members can have serious conflicts of interest.”�





California governor, Gray Davis, in his letter to FERC on December 1, 2000 states,





“On this record, we have no choice but to conclude that the existing California ISO stakeholder board is ineffective and must be modified. The ISO is an institution that is central to the functioning of wholesale power markets in the West and, unless it is able to resolve matters in a timely manner and is independent from market participants, we cannot be assured that rates, terms or conditions of its jurisdictional services will be just, reasonable and not unduly discriminatory or preferential. The transmission assets that the ISO operates are a critical part of the interstate transmission grid located in the Western Interconnection which provide essential support to the electric market. Any failings by the ISO in its obligation to ensure reliable operation of the transmission grid would have grave consequences for the residents and business in the Western states. Operation of this interstate transmission grid must be controlled by an expert board which is free from the influence of any market participant or market segment.”�





“As I testified at the FERC hearing on November 14, I agree that the stakeholder boards of the California Independent System Operator (CAISO) and California Power Exchange present inherent conflicts of interest for their members and must be replaced. The composition of these boards is specified by state law, both as to size and as to qualifications for directors.





I will propose legislation to replace the stakeholder boards with independent boards that are accountable for their actions, and that will consider both the need to assure reliability and the most economic method to do so. 





I intend to move quickly on this aspect of the problem. Your concurrence in this effort is extremely important. It will little serve the consumers, utilities, merchant generators or other parties to become embroiled in litigation over exactly what powers Congress conferred on the FERC in 1935, or what traditional state powers, if any, Congress meant to circumscribe or override. 





Recognizing that there may be a need for more extensive reconstitution of these entities, as some have suggested, I do not intend to let the status quo continue while those debates are carried on. California will alter the composition and membership of the boards so that the entities are in position to contribute to achieving the paramount objectives of both state and federal law -- protection of the consumers' interests.”





CARE strongly concurs with the Governor in his recommendations in regards to the reorganization of the Cal-ISO and Cal-PX boards. CARE asks you to respect the wishes of our elected representative and leave this matter to us the people of the state of California.





Institutional reform is needed to prevent further price discrimination, redlining of customers, and collusion to frustrate competition.


CARE contends that in order to fix the markets in California to “protect the public interest” requires institutional reform on the distribution side. While the production side of the market has seen windfall profits, the distribution side has experienced economic turmoil. IOU P.G. & E. has petitioned the California Public Utilities Commission [Cal-PUC] for authorization to pass through summertime overcharges by producers onto consumers.





CARE contends that the current distributed market for power in the state discriminates in its pricing - giving an advantage to large corporations. New power plants in the state are being fast tracked through the states siting process to provide distribution cost free power to industry.� � CARE contends that market stability in the distribution will only result through Public Aggregation, which means a community-based re-regulation on the distribution side of the market. This is referred to as Community Choice.





“Local, community-based solutions and decisions that suit local people are an American tradition that works. In 86,000 local government jurisdictions, mayors, city councils, and a variety of other citizen-based governing offices oversee the social and physical infrastructure of their communities. Their decisions, driven by local citizens, range from the size of next year's school budget, to whether to buy a new fire truck, to where to plant shade trees.





In more than 2,000 of the nation's communities, local governing bodies also make decisions about their electricity infrastructure because the communities own their public power electric systems and operate them on a not-for-profit basis as a public service.”�





CARE claims no expertise in this matter but incorporates by reference, in this administrative proceeding, the January 2000 American Public Power Association report by Eugene P. Coyle titled Price Discrimination, Electronic Redlining, And Price Fixing In Deregulated Electric Power.� CARE provides this report in its entirety for a road map for the challenges California and the entire nation faces in regards to the provision of electric power in a deregulated market place.





“For small business and residential customers� the promise of deregulation is an empty one.


For small business and residential customers the promise of deregulation is an empty one. There will be winners, of course. Those with good reason to expect to be winners have lobbied hard for deregulation. If we measure society’s good by either the “economic efficiency” of the economist or by the well-being of the average small business or residential customer, however, deregulation will leave society worse off. This is not because producers of electricity prefer one kind of customer to another, but because, to be profitable, producers must discriminate. Essentially they will charge each type of customer a different price, based not on cost but on “what the traffic will bear.”





Rigorous economic analysis, including a branch of game theory called “the theory of the core,” reveals that, rather than textbook competition driving prices down to ever-lower costs and providing low-cost electricity to all, what will unfold is price discrimination, redlining of customers, and, ultimately, producer cooperation and/or collusion to frustrate competition.





This report looks at how the market for electricity will unfold as deregulation goes forward. This paper shows that economic efficiency will not and cannot result from an unregulated electric power industry. It shows, furthermore, that such a market cannot provide rates that will be “just, reasonable, and non-discriminatory” as is now required in the statutes or regulations of most states.





Competition


Competition is not a goal but a means to an end. Economists extol competition because it will deliver “economic efficiency.” The average person, in contrast, desires competition for one or both of two reasons: first, to get a lower price for a good or service, and, second, out of a belief that equity, fairness, and prevention of exploitation by a monopolist or oligopolist results from competition.





Product And Cost Characteristics Of Electric Power


Competition can bring benefits to consumers, as the struggle for market share leads to price cuts. Some industries, though, behave differently than textbooks predict. Despite numerous hearings and investigations in many states and at federal agencies, serious and careful economic analysis has not yet been laid out with respect to how deregulated electric markets will behave. The economic testimony put forward has been mainly at the level of cliché. Well-known economists have extolled the market as better than regulation, but with little more depth than found in a high school textbook. More rigorous analysis, however, exposes the dangers of blithely accepting clichés about “the market.” crop and recover your costs,” said Rep. Earl Pomeroy, a North Dakota Democrat who supports expansion of the land-idling program.�





Overhead Costs


An additional problem faces industries with large overhead costs, one that drives them to price discrimination. To spread overhead costs over large quantities of sales, so as to keep prices within reason, high-capacity operation is required. To achieve high capacity, low prices to attract sales are necessary. But if all sales are made at low prices, profits shrink and disappear. Sales cannot be made below cost while profits are made up on the volume! The solution is price discrimination, with some sales made at high prices — “what the traffic will bear” — and others at lower prices to achieve volume. Airlines deal with the overhead-cost problem by charging passengers wildly different fares to try to have planes leave the gate with every seat full. Electric power producers must also price discriminate, and for the same reason — to spread overhead costs over high volume. The industrial customers will get bargains, power priced below average cost, but small customers will be forced to pay much more than average cost.





Many economists seem to believe that all customers will get a single (low) price if competition flourishes. (Some assume marginal cost pricing!) They focus on the market-power concern, believing that eliminating market power will result in textbook competition and simultaneously keep profits reasonable and prices nondiscriminatory.





Price discrimination cannot be eliminated, however, by eliminating market power. Even if there are many vendors, price discrimination is required by the cost structure of the industry. Though tight oligopoly may keep random price wars from breaking out, oligopolists faced with large overhead costs must still discriminate among their customers. In short, “competition” as a means of social control over abuses cannot work in electric power. Public control or public ownership is required.





Why Deregulate?


Although many economists have recommended deregulation as a way to get economic efficiency, the discourse has been carried out at a shallow level. Looking a little deeper makes clear that — even in the analysis of some prominent proponents of deregulation — deregulation cannot deliver economic efficiency. The section on economic theory later lays this out, but a short quote from a game theorist looking at antitrust anticipates the conclusion:





A broader and more practical result is that there is no competitive equilibrium in an industry characterized by quite plausible cost and demand conditions. … By extension, the importance of this line of reasoning for antitrust is that it becomes unrealistic to expect competitive behavior in certain markets because firms could not behave competitively even if they wanted to.� [emphasis added]





A group of economists clustered around Lester Telser of the University of Chicago has developed “the theory of the core.” They conclude that “cooperation” is necessary for economic efficiency under the cost conditions of electric power.





The difference between cooperation and collusion is hard to detect as far as the impact on customers is concerned. Without public ownership or control they have the same effect.





To be charged with “collusion” sounds rather bad. Besides suggesting legal sanctions, it connotes a severe moral opprobrium. 





But the word can be replaced with an equivalent and the opprobrious connotation disappears. Call it “cooperation” and the frown of the moralist gives place to an approving nod. …





The former has acquired a derogatory, the latter a commendatory connotation in everyday language as well as in the law. In the economics of competitive behavior the differences tend to disappear because the effects of “collusive” and “cooperative” conduct on the part of competitors may be the same. If competitors “cooperate” in pricing their products, they engage in “collusion.”�





Discriminatory pricing at the airlines is called “Yield Management.” Business fliers, traveling on short notice, are price gouged. Leisure travelers pick up bargain fares, sometimes even below the cost of serving them. Seats unsold at the last minute, “distressed merchandise,” are now being dumped on the Internet to bring in something more than the cost of peanuts. Something is better than nothing. It is better to lose some of your money on sales you make than to lose all of it by not making the sale. Common examples of following this rule abound, and detailed descriptions of the practice in higher education and the airlines are given later.





It is critical to understand that price discrimination is necessary for airline profitability, as it will be for deregulated electricity. In contrast with airline pricing, which gouges (mostly) business fliers, discrimination in deregulated electricity will hit the smaller, more vulnerable customers.





The largest electric customers will have options, such as fuel switching, self-generation, and relocation, and will be offered low prices to lock them in as customers. Those with fewer options — small business and residential customers — will be charged higher prices.





Within the small-business market and among residential customers, further discrimination will take place. Emulating the airlines, which try to price each seat to yield the maximum revenue, sellers of electricity will charge the highest price they can obtain from each customer. Within this group, those willing to buy a bundle of products from the same vendor may get a better deal on electricity than those who do not, without regard to its cost of production.





The Cost Of Acquiring Customers


The main thrust of this paper is on structural characteristics of electric power, but it is useful to note that, in addition, marketing costs will also preclude small customers from getting prices as low as large ones do. The section of the paper that follows economic theory and its examples argues that selling bundles of products will be the path to profits. The reason is that the cost of acquiring customers cannot be recovered unless the customer is large or buys a bundle of products besides electricity. This does not mean that a small customer is not profitable, but rather is costly to “acquire.” Vendors quickly abandoned the California market as this became clear. Estimates of the cost of acquiring a customer have ranged as high as $600.





Some Simple Arithmetic


A simple arithmetical example shows how marketing costs will lead to discrimination. Assume a marketing expenditure of $100 to acquire a residential customer. This is probably low for a residential customer and is surely low for commercial and larger accounts.





Take three customers, one using 300 kilowatt-hours (kWh) per month, a second using 1,000 kWh/month, and the third with usage of 10,000 kWh/month. We want to consider how long the payback period of the marketing expense will be under two assumptions of the net price above the cost of production. Assume that the margin is 1 mill per kWh and, alternatively, 1 cent per kWh. For the sale of the electricity, the assumption of a margin of 1 cent is surely high.





An assumption of 1 mill seems closer to actual margins. William Marcus has asserted that 1 to 2 mills amounts to a marketer’s entire profit margin.� These two values — 1 mill and 1 cent — will serve as brackets for our calculations:





 �
 �
  300 kWh/month�
  1,000 kWh/month�
  10,000 kWh/month�
�
Monthly cash flow�
at 1 mill�
$0.30 �
$1.00 �
$10.00 �
�
Annual cash flow�
at 1 mill�
$3.60 �
$12.00 �
$120.00 �
�
Monthly cash flow�
at 1 cent�
$3.00 �
$10.00 �
$100.00 �
�
Annual cash flow�
at 1 cent�
$36.00 �
$120.00 �
$1,200.00 �
�
Years to recover�
at 1 mill�
27.8�
8.3�
0.8�
�
marketing outlay�
at 1 cent�
2.8�
0.8�
0.1�
�






The table shows the calculations, as follows: Selling 300 kWh/month at a margin of 1 mill produces $0.30/month and $3.60 per year. Selling the same 300 kWh at a margin of 1 cent produces a marginal cash flow of $36.00/year.





With these assumptions, recovering the marketing cost from a 300-kWh/month customer would take 27.8 years if the margin were 1 mill, and almost three years if the margin were 1 cent.





Next, look at the 1,000 kWh a month customer. A customer using 1,000 kWh/month is larger than the typical residential customer.





Looking at the table under the 1,000-kWh/month customers, we see that at 1 mill the recovery time for a marketing outlay of $100 is 8.3 years, and at 1 cent the recovery time is almost a year. 





If the acquisition costs were substantially more than $100, the recovery period would be even longer. No profits would be earned before the second year, even with the assumption of a margin of 1 cent per kilowatt-hour.





The marketing expenditures are made up-front and carrying costs are not included in this simple calculation, so that profits would be about zero in the first year, even for a customer this large. Marketers, furthermore, will need to make continual outlays to retain customers, perhaps $50 per year. Adding in those costs, the timetable for profitability stretches out even further. If the customer switches during or at the end of the first year, profits may never materialize.





Using the figures in the table for the 10,000kWh/month customer, we see that the proposition becomes more attractive. The expectation of profits becomes more reasonable as customers get larger.





Against this background two conclusions seem apparent. For selling only kilowatt-hours, marketing will be targeted at the very largest residential customers, if any, and at industrial and large commercial accounts. For selling a bundle of products to residential customers of whatever size, marketing will be targeted at the more affluent, those with the discretionary income to purchase a bundle of products in addition to electricity.





There are three lessons here. First, from the figures in our calculations, residential customers buying only kilowatt-hours are not a promising market at all. Second, targeted marketing, aimed at acquiring only the very largest residential customers, is more likely to be pursued. And third, selling bundles of products to a single customer may be, in the end, the only route to profits.





Discrimination among residential customers will have two dimensions. The first dimension is usage, with targeted marketing selecting only the very largest customers. The second dimension is affluence, where those with the disposable income to buy a bundle of offerings are the target. Keep in mind, furthermore, that selecting some customers means ignoring or deliberately avoiding the rest, an issue discussed later under “Electronic Redlining.”





It is important here to be clear here that, though the problem of marketing costs can be addressed, after a fashion, by legislation or rulemaking that deals with creating new “default suppliers,” the deeper problem of cost structure will remain. For that, a structural solution —beyond simply breaking up a default supplier’s stranglehold on customers — is required. Marketing costs are a significant problem, but the deeper problem comes from the cost structure of the industry.





Regulation’s Main Benefit Has Been Its Constraint On Price Discrimination


Regulation is generally thought to be about controlling monopoly profits, but a more important function of regulation is preventing “undue price discrimination.” Price discrimination exists under regulation, of course, with different customer classes charged different prices for a kilowatt-hour of electricity, but the discrimination is based, ostensibly at least, on cost differences. Without regulation, no test of a cost basis will exist.





Railroad regulation was actually spawned in the late 1800s by the demand by some customers for control of price discrimination, combined with the railroads’ own need for outside control of “cutthroat competition.” Gabriel Kolko makes a convincing case that federal railroad regulation came out of a demand by customers who were discriminated against, in alliance with the railroads themselves.�





Rockefeller’s Standard Oil was getting low rates, plus rebates, and rival oil companies joined with the railroads themselves to push legislation. The railroads embraced regulation because they were unable to self-enforce price agreements, and wanted the government to police the cheating among themselves on what were then legal price pools.





Electric power companies under the leadership of Samuel Insull later embraced exclusive territories under the supervision of regulators so that “cutthroat competition” would not break out to bankrupt them. The regulators’ most important function over the years became control over price discrimination within the service areas. With a protected territory, a utility favors industrial customers as a way to raise growth in sales and earnings and, hence, its value on the stock market.� Regulation’s main benefit is to constrain discrimination, which is not to say that under regulation undue price discrimination was perfectly or even well controlled.





Exclusive territories did successfully preclude the cutthroat competition among electric utilities that had plagued the early railroads. But it seems clear that even deregulated power production will be protected from uncourtly price wars by the emergence of tight oligopoly. Deregulation of the airlines did at first lead to price wars that bankrupted many carriers, some more than once. Very helpful in ending the price wars has been consolidation through mergers and alliances, leaving very few players to compete or cooperate as the case may be. As shown later, the airlines have found a way to “cooperate” on pricing, followed by steady price increases. But price discrimination remains severe.





Structural Solutions: Public Aggregation�


More achievable, perhaps, at the turn of the millennium, is public aggregation, or “Community Choice.” Public aggregation is the use of local government to arrange the purchase of electricity for businesses and residents within the political jurisdiction. Community





Choice is, in effect, the superseding “default provider” for the electric users. As adopted in Massachusetts during that state’s deregulation, individual customers within the jurisdiction can “opt out,” much as customers elsewhere can leave the incumbent utility to shop for power. The significant difference is that there should be no marketing costs incurred by the local government, in contrast with the very high marketing expenses to sign up customers on an individual basis, described earlier.





Public aggregation occurs when, after a public and democratic process, a local government entity is empowered to act for local customers and to include every business and residential customer within its jurisdiction. Local and democratic control is a key element in obviating undue discrimination among customers. There may be additional benefits to the customers from Community Choice. A town or city may get favorable terms from, for example, a merchant plant it selected as the supplier. Financing for construction of merchant plants will be both easier to secure and cheaper if lenders see a contract between the plant and a secure and stable public entity. Matt Patrick, who with Scott Ridley and others devised and worked to implement Community Choice on Cape Cod, describes some advantages:





The community franchise option allows consumers to voluntarily aggregate under the umbrella of their town government to contract for electric service. Under this option, towns may elect to act individually or enter into joint efforts to contract for electric services and supply. Following traditional contractual relationships for electric service franchises, the town will not take title to, or liability for, delivery of service. The town will not enter the electric business, or buy and resell electricity.





Through the contract it will set the terms and conditions of service by the supplier, including guarantees of firm delivery, directly to the consumer. Individual consumers will not be mandated to accept this service, but will have the choice to opt-out and select their own supplier in the open market, provided that the supplier offers better or equal terms. The Community Franchise offers the consumer distinct advantages:


It is nonprofit and provides consumer leverage.


It is nondiscriminatory.


It is subject to open bidding and ethics laws.


It offers transparent pricing.


It offers public accountability and public control.


It is voluntary.


It follows the tradition of communities contracting for basic services and the statutory and Home Rule powers of local government, designed to protect citizens and consumers.�





A structural form that can endure and protect customers against discriminatory rates is essential in any deregulation legislation or rulemaking.”








Michael E. Boyd – President, CARE 12-8-00
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