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Summary of State Retail Access

I Alaska and

Hawaii

[ JAllow retail access (16+DC) I Not considering restructuring at this time (26)

|:| Delayed (2) |:|Restructuring law repealed (2)
-Limited access (2) |:|Retail access suspended (1)

-Residential retail access delayed (1)
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Retail Overview
= Most retail activity (switching) has been in the larger
customer categories
= More retail activity also correlated with relatively
higher priced utilities
» however, there are some higher cost utilities with

little or no retail activity, but, in general, no
low-priced utilities with high retail switching

= Continued development of alternative approaches
to determine the standard offer:

» Maine's competitive bidding process

» New Jersey's Internet auction for "Basic
Generation Service"

= Ohio's municipal "opt-out" aggregation program
= Texas' "Price-to-Beat" or their "Price-to-Compare"

Average Revenue by State for All Sectors (1996)

Cents/kWh

Retail access legislation passed or commission order

restructuring legislation repealed, implementation

delayed, or other significant changes
% Retail access for large customers only

12

10

2
CZOXESXSTVD OCNETCOCNTCCTODOOQTNTOTNNE CTOFTTTTTTTCTTLCOOTOTE TCDDE >0
N.:‘é8d>c_~<ﬁg'Ec‘E'5cO'cmchm_gcm'a,'_EB‘NNE‘Ec'c&U;cggggxm'acho::oxc
SclPluvmuwowt3 CcOz o8 Tax=o 2 XNO0O=E@BX =0 o= NECNDB-=DCE QO ©
> s = o © C =222 O x =0 o X O ®» ® D QL =~ EOD
e BN SESSSENCOE>250258C08°253P9583- 2020802 g8cPPEET2®
TE20S5 X050 050228 $ 0T 225 56ne SOSE®a S EESOSSES
EPESs9 G588 @ - o ZTOxX0 S>3 % O-_xxcz0 2E&— =2G38
§zS38 §-O ¢ 5 ==20-3 £ < q02 cX=<> s - 2o
T<Q®o § c P ] 5 s 0= e 3
ozZ< 3 [ a ) Z € 3 =ite) =
z 14 g o 5<3 A 2z =
z

Source: Energy Information Administration, "Electric Sales and Revenue 1996."
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Residential Customer Migration

(percent of customers except Maine and Michigan)
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Residential Summary
= 4 of 12 jurisdictions had at least one

distribution company that had greater than

20 percent migration

= 6 of 63 distribution companies were greater

than 20 percent
= 8 of 12 jurisdictions had at least one

distribution company greater than 10 percent
= 12 of 63 distribution companies were greater

than 10 percent

= 42 of 63 distribution companies were less

than one percent
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Non-Residential Migration
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Non-Residential Summary

= Eight states out of 13 jurisdictions have at
least one distribution company with at least
one category greater than 20 percent

= 23 distribution companies out of 64 have at
least one category above 20 percent

= Generally, activity increases as the customer
size increases

= States not reporting migration figures
(Arizona, Connecticut, Delaware, and New
Hampshire) have little or no retail market
activity

Notes and Sources for charts

State Notes and Sources
District of Columbia Competitive electricity suppliers' share, July 2003.
Source: District of Columbia Public Service Commission
lllinois Percentage of customers receiving delivery services, as of July 31, 2003.
Source: lllinois Commerce Commission
Maine Percentage of load served by competitive providers -- Residential and small commercial, Medium, and

Large customers, August 1, 2003.
Source: Maine Public Utilities Commission

Maryland Electric choice enrollment monthly report, month ending July 25, 2003.
Source: Maryland Public Service Commission
Massachusetts Percentage competitive generation customers; residential includes residential non low income, residential

low income, and residential time-of-use customers, July 2003.
Source: Massachusetts Division of Energy Resources

Michigan Percentage sales in MWh, first quarter end 2003.
Source: Michigan Public Service Commission staff
New York New York State Electric Retail Access Migration, June 2003.
Source: New York State Public Service Commission
New Jersey Percentage of customer accounts served by competitive suppliers, July 29, 2003.

*Figures reported before the end of the transition period, preliminary indications are that 57% of the largest
customers, those not on BGS, have chosen a supplier.

Source: New Jersey Board of Public Utilities

Ohio Electric choice customer switch rates for the month ending March 31, 2003.

Note: 89.85 percent of residential customers switched through aggregation.

Source: Public Utilities Commission of Ohio, Division of Market Monitoring & Assessment

Pennsylvania Percentage of customers served by an alternative supplier, July 1, 2003.

* FirstEnergy companies formerly part of GPU.

** Includes 2.2% of PECO'’s residential customers assigned to Competitive Discount Service (CDS) and
32.4% commercial customers assigned.

Source: Pennsylvania Office of Consumer Advocate

Rhode Island Percentage of competitive supply customers, from data in “State of Rhode Island Quarterly Report” filed by
The Narragansett Electric Company, Monthly Historical Data by Type of Generation Service, June 2003.
**Rhode Island percentage is for the state overall, figures are not given by customer category.

Source: Rhode Island Public Utilities Commission

Texas Percentage of customers served by nonaffiliated Retail Electric Providers. Residential and small
commercial customers, June 2, 2003. Large Commercial and Industrial and non-price-to-beat customers,
December 2002.
Source: Public Utility Commission of Texas

Virginia Percentage of electricity customers in Virginia LDC territories enrolled with a CSP, July 7, 2003.

Source: Commonwealth of Virginia State Corporation Commission
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Residential Switching in Pennsylvania
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Residential offers in Texas Retail Markets -
- June 2003

14

"Price-to-Beat"
10 percent below the "Price-to-Beat"

0
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CPL/AEP TX Central

*Indicates an offer that is in part or entirely from renewable resources.
Data Source: Based on offers from ENERGYguide.com

Texas pre-retail access bundled rates and
the "price-to-beat"

Total Bundled Rate for Each TDSP Service Area -
January 1999 to March 2003
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Source: Slide from presentation of Chairman Rebecca Klein, Public Utility Commission of Texas, Competitive Retail Markets in Texas and
Market Design," Electric Power Supply Association, State Issues Meeting, May 6, 2003.
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Massachusetts distribution company comparison
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Data Source: Massachusetts Division of Energy Resources, April 2003.
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New York percent of customer accounts migrated
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Ohio percent of customers that switched to
alternative electric suppliers

[ Residential [ ] Commercial [] Industrial [ ] Total
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Data Source: Public Utilities Commission of Ohio, Division of Market Monitoring & Assessment, for the month ending March 31, 2003.

Montana Update

= Montana's restructuring law passed in 1997

= Some retail market activity early on for larger customers
after retail access began
= These larger customers paid much higher prices as a
result of the western power crisis of 2000 - 2001 -- most
are still in the market
= Montana Power sold all its energy assets:
» Dec. 1999 most of its generation assets were
purchased by PPL Corp.
» Jan. 2001 sold electric and gas distribution system to
NorthWestern Corp.
» Montana Power became a telecom company, "Touch
America" -- which is now in bankruptcy

November 2003 23-24 Ken Rose/Institute of Public Utilities



Montana Update (continued)

= The generation assets of Montana Power became
wholesale facilities that are no longer price regulated and
no longer under the jurisdiction of the Montana PSC
(divestiture was not required by the restructuring law)

= NorthWestern has no power plants in Montana -- so it
purchases power in the wholesale market for its customers

= NorthWestern filed for bankruptcy protection on Sept. 14 --
driven by NW's non-utility affiliates, not the gas and electric
distribution systems

= The PSC adopted guidelines in March 2003 for default
supply, resource planning and procurement, and portfolio
management after a roundtable process

= The planning and procurement goals include having

adequate, stable, reliable, and reasonably priced electric
service

Montana Update (continued)

= Proposed legislation would (among other things):

» create a transition period that would run through
2027

» phase in small and medium customer choice

» have a one time permanent choice for large
customers

» have the PSC adopt rules, rates, and fees that
protect small customers

» have the PSC monitor retail market
competitiveness after 2007

» have the PSC adopt rules governing resource
planning and procurement
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independent analysis of wh
have slowed new generating

power markets and RTOs

Wholesale Overview

= Wholesale spot market prices in all regions are
highly correlated with natural gas prices

= Based on independent analysis, there is
evidence that significant market power is being
exercised in wholesale markets

» outside of California, very little recent

= The continuing "credit crunch" and other factors

= Continuing development of regional wholesale

olesale markets

capacity additions

Gas Prices

Comparison of Spot Power Prices and Natural
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Continuing "Bleak Credit

Picture”
= S&P notes that the constrained capital access
is due to investor skepticism of:
» accounting practices and disclosures

» a "plethora" of federal and state
investigations

» questions on future financial performance

» investments outside traditional regulated
utility business -- merchant generation,
trading activities, and international
investments

Continuing "Bleak Credit Picture" (continued)

= Average rating for the U.S. power sector dropped to
mid-'BBB' (meaning "adequate capacity to meet financial
commitments")

= "companies that continue to emphasize a vertically
integrated structure should hang onto an 'A-' average.”
("strong capacity to meet financial commitments")

= From a more recent S&P publication (S&P, Nov. 2003):

» "Bottom of the credit cycle for the power and energy
sector has yet to be reached"

» due to debt and overcapacity in the industry

» "the industry has habitually sought to grow through
investment in business enterprises beyond its core
competency" yielding "lackluster results and in many
cases damaged overall credit quality" -- S&P, Nov.
2003
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Continuing "Bleak Credit
Picture” (continued)

= S&P continued:

»"... credit quality in the power and energy sector has
deteriorated considerably over [the] past three years
with downgrades far outpacing the number of
upgrades. In 2003, the downgrade to upgrade ratio still
exceeds 10:1"

» "prospects for credit quality remain challenging, as
indicated by ratings outlooks, 40% of which are
negative"

»"The recovery outlook for energy merchants is rather
bleak" . . . "A key to recovery in the sector will be the
extent to which reserve margins persist about 20%"
(emphasis added)

Continuing "Bleak Credit

Picture” (continued)

= Fitch Ratings notes that
» In the utility sector, there have been four significant

bankruptcies and restructurings involving five companies

during the period from the Great Depression through 2000

— El Paso Electric Co., Public Service Co. of New Hampshire,
Columbia Gas System/Columbia Gas Transmission, and
Tucson Electric Co. (Tucson Electric reorganized outside of
bankruptcy; the others were Chapter 11 filings)

- all occurred in the four year period 1988 through 1992

» Post 2000 bankruptcies and restructurings -- 8 in the last
three years (8 of 12 since the 1930s were after 2000)
— Pacific Gas & Electric Co., Enron, NRG, National Energy
Group, Mirant/Mirant Americas Generating Inc./MIRMA,
NorthWestern Corp., Southern California Edison, Covanta

» They also cite "excess capacity" as part of the cause
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U.S. Electric Industry Natural
Gas Capacity Additions
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—— Average Monthly Price  —— Average Price for Peak Hours in Month  —— Avg Price for Off-Peak Hours in Month
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