Delaware Electricity Future: Appendix Il Furti&tate Proposals Regarding Future of Deregulation

Page 1 of 17

State
Further Proposed State Responses
(Ann Stewart contributed significantly to this Apyuiix)
(Current as of April 30, 2007: Note, the statusnainy proposals has been changing daily.)
California The Governor’s 2004-05 budget proposed to elimittatestate power authority, as it had constructedew

plants since its creatiohttp://www.lao.ca.gov/analysis _2004/resources/rBs8665 anl04.htnmilrhe Governor’s
2006-07 budget proposal recited that the “purpdsbeoCalifornia Consumer Power and Conservatioakeing
Authority (CPA) was to assure a reliable supplyoiver to Californians at just and reasonable ratek)ding
planning for prudent energy reserves. The CPA Wwas@eated to encourage energy efficiency, coaserv, and
the use of renewable resources. The CPA was améfubtd issue up to $5 billion in revenue bondsrarfce these
activities. After two and a half years, it was apmt that the CPA was providing minimal valuessisting the
state in meeting its energy objectives. Consequenrtigoing activities have been transferred to rosheste
organizations pending a reorganization of the ‘stateergy related functions.”
http://www.ebudget.ca.gov/StateAgencyBudgets/80BEBANission_statement.html

While it has not been eliminated, the CCPFA rolg b@en diminished. Funding for the CCPFA was elat&d in
SB 1113, Chapter 208, the 2004-05 budget. No iadditfunding has been proposed in the Governartgbts.
In March 2004, the PUC Division of Strategic Plargnprovided a report to the Legislature (with tpparent
approval of Chairman Peevey) on the todiCore/Non-Core Sructure for Electricity in California, in light of the
fact that several bills were pending in the legigsiato extend retail choice for larger customettsi)e maintaining
the retail monopoly for utilities with respect tmaller customers.
http://www.cpuc.ca.gov/PUBLISHED/REPORT/34806.pdf

In 2004 the legislature passe& 2006 which would have significantly enhanced the PU€&ilatory authority.
The bill was vetoed by Gov. Schwarzenegger.

In October 2005, Energy Action Plan I, issued lhy €PUC and the CEC, committed the two agenciestk for
the continued ability of current retail choice @msers to shop, and the development of a core/noavoodel for
the industry.

In 2005, Prop. 80, which would have repealed keyigions of the 1996 electricity deregulation aestored
authority to regulate rates to the California Paikltilities Commission (CPUC), and would have regdithat 20
percent of electricity be from renewable source®30, failed to pass. Specifically, the Propositvould have
extended some CPUC regulation to Energy Serviceidds (competitive suppliers); barred customerseculy
receiving electricity from an 10U from switching &am ESP; codified in law the long-term procureny@otess
that the PUC had adopted for IOUs, and extendedHSPs, including a requirementrivat @l pf dpciEtde 207
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"the best value" for ratepayers; and required bOths and ESPs to maintain adequate reserves toeesgstem
reliability.

In 2004, the Staff filed a report with the legisia calling for a return to competitive markets2099. CPUC
President Peevey filed a separate letter urgingctirapetition be restored earlier than the Stadppsal. On
December 6, 2006, a coalition of ESPs, public €&l customers and trade groups filetbemal petitionasking
the CPUC to open an Investigation or Rulemakinghereintroduction of retail competitig@0612002. Proponents
were joined by an additional 147 entities who heagl/jpusly signed petitions in support of the requée pro-
competition advocates suggested several thresbsli@s be examined during an investigation or rlterga
including:

(1) Whether the Commission has the statutory aiiyhiar determine when to reopen the direct accemket;

(2) The type of retail market structure to be addpt

(3) The treatment of customers that do not eldeilrehoice;

(4) Adoption of rules regarding customers switchbegween competitive service and default service;

(5) Assuring recovery of bond costs; and

(6) Making sure that public purpose program chaogedinue to be collected from all customers.
Petitioners asked that the CPUC respond quicksfitirting a rulemaking or investigation that cobklconcluded by
July of 2007. The DA advocates would like to se=@#A market reopened no later than January 1, 2&eflies to
the petition were due on January 5, 2007, and resgsowere filed on January 22, 2007. Althoughewsibn has
been issued, in April, a number of additional eggitasked that the petition be amended to inclo€ie dbrganizations.
On April 24, 2007, the Chair of the PUC issued@ppsed decision that would open and investigatimhralemaking
docket to consider whether and under what condittba current ban on “direct access” should bedift
http://www.cpuc.ca.gov/EFILE/PD/67131.pdf

Connecticut

In 2006, the Attorney General issued a call forekage of reforms, including (a) the formation @@nnecticut
Energy Authority, and (b) a windfall profits tax earnings of Connecticut nuclear plants in excé20%. In the
AG'’s proposal, the CEA would “have the authoritylability to participate directly in the energy rkets purchasing
power for Connecticut consumers, acquiring andatpey strategic power generating facilities andstisg new
private power producers in Connecticut.” It woulsleserve as the statewide administrator of eneffiiency
programs.

Numerous efforts have been made to change theieigcstructure in the state. The General Assgnabljourned in
2006 without passage of any further changes toe$teucturing statutes. Efforts to hold a spesgésision were
unavailing. In 2007, legislative proposals (sorhe/bich triggered hearings) have included: 1) Apwsal
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championed by the state’s two I0Us to allow thermegume the obligation to serve and with it thditgddio build
generation without the limitations of PA 05-1. CL&#%tified in December 2006 in favor of an annurargy supply
planning process is needed to address what theerstgires in terms of generation types, fuel divgrlocation,
efficiency programs and renewables, and how thatahresources can be obtained for the benefitafr@cticut
consumers. CL&P suggested the utilities build pepkapacity and that conservation investmentsxpareded, and
that if the legislature requires present cost iases to be deferred, that securitization be usectbthe utilities’ cost
of deferrals.

2) Proposals by thgovernorto restructure the Department of Utility ContrDIRUC); create a new Department of
Energy that would help Connecticut plan for itsrggeneeds; and establish a task force “to studytineent process
by which electric generation services are proctwe&tandard Service and Supplier of Last Resatarners. The
latter will make recommendations on methods focprimg these services in order to provide consunvéls
equitable and stable electricity prices and it vmllestigate the use and effectiveness of effortsther states to redude
or control electricity generation prices in ordemake recommendations for Connecticut.”
http://www.ct.gov/governorrell/cwp/view.asp?A=2790&331968

3) The AG’s proposalsttp://takebackthepower.net/tbtp/docs/blumenthél.pd

4) Two bills to create micro “energy independenistridts” and allow the participants to finance &gyeprojects by
selling municipal tax-exempt bonds.

DC

In 2005, AARP asked the PUC to direct utilitieséek 10-year contracts; the PUC declined. Efforseek longer-
term contracts in 2005 were reputed not to haveived satisfactory bids, and this was not pursudte PUC also
rejected a call by competitive suppliers that i be subject to the same requirement to puingmdcial security as
their competitors.

Delaware

State has engaged a consultant to provide a repatnsequences of re-regulation. S.J.R. 3. Stggrcies have
been implementing HB 6, including considering resss to an RFP issued in the fall of 2006 for Iterga Delaware
resources. Opinion has been divided over whethprdceed with a procurement under the RFP.

On April 27, 2007, the Sustainable Energy Utilitgsk Force submitted a report recommending a SastiaiEnergy
Utility for Delaware.

Illinois

A ten-year rate freeze that ended on January 7, &lted in substantial rate hikes, especiallydtail customers of
Ameren’s lllinois companies (AmerenCIPS, Amerentid AmereCILCO). In fall 2006, ComEd had respontted
consumer advocates’ concerns by removing parenpaagExelon’s representatives on the ComEd boaidading
additional steps to ring-fence its retail subsigliaBoth utilities repeatedly threatened bankruplayoffs, and the
potential for blackouts if regulators or legisl&tonandated a rate freeze. Bond ratings agencesvalrned of
downgrades. Shortly after the January 2007 ineea®re reflected in consumers’ bills, the pubéicdme outraged
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and demanded relief. Hearings throughout the stagauge public response resulted in several diflécted at
Ameren and ComEd.

Legislative proposals in the 2006 and 2007 sessmmhsde:

1) Roll back rate increases for ComEd and Amereatocaers to December 31, 2006 levels (e.g. in 2A86&ndment
#1 to HB 1944; in 2007, HB 1750 which would haviea back rates to 2006 levels until 2010)

2) Freezing rates for various lengths of time (sigmonths, three years) while exploring a moneitadple solution
3) SB 1592 as originally filed would roll back efiec rates for Ameren only retroactive to Januaryg freeze them fo
as little as six months; the freeze could be kefpbice until electric delivery and generation camigs meet
legislators’ expectations regarding rate relief.

=

Ameren reacted to SB 1592 by warning of a credirtygrade with the following consequences:

-- Immediate steps to lay off employees;

-- Nearly all of the companies’ contractorsulebbe laid off;

-- Reliability projects -- including tree triming -- would be postponed;

-- Connections for new homes and businessesvie delayed;

-- Response to customer calls would stretocimfseconds today to many minutes;

-- Elimination of the proposed $20 million turser credit, primarily for the relief of resideaitelectric heat
customers;

-- Elimination of the zero-percent interests@mer Elect Plan (CEP) for phasing in higher eleity rates;

-- Elimination of the zero-percent deferradiagance program for certain non-residential custsmn

-- Elimination of the $15 million pledged fenergy assistance, energy efficiency programs ahftbalow-income
customers; and

-- All community donations and projects woblkl discontinued.

174

Ameren had filed with the ICC for approval of $20credits (a one-time rebate in March for high-osstomers; the
$20M to be funded entirely by its IL units and th@erenlP hazardous materials adjustment clauseftmg) to ease
the burden on its customers, and for approval ahghs to its Customer Elect Plan (CEP) for phasitige higher
electricity rates. If implemented Ameren’s requestild have completely eliminated the 3.25% interate for
customers who enroll in the CEP. Ameren warnatlithts bond ratings were reduced in light ofisgftive
proposals to roll back rates to pre-January levielgould withdraw the credits proposal. The ICQegved the plan in
early March 2007.
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On March 12, 2007, Ameren’s IL subsidiaries’ boatings were downgraded to junk status, and Ameaeoaied the
"Customer Elect Plan" that would have allowed paynhod the full amount of electric rate hikes todeferred and
withdrew its proposal for $20M in credits to higheucustomers which the ICC had approved earli¢h@same day.
The ICC subsequently sought information from Ameesggarding the events leading to the downgradelamtL AG
opened an investigation. In an op ed in a Peorapaper on March 17, 2007, Ameren’s CEO proposad th
generation be re-regulated, and offered to pu$g®M credits back on the table if legislators wosigpend further
consideration of rate freezes. ComEd subsequissiied a press release opposed to reregulatioiMateh 20,
2007, Ameren’s CEO appeared before the ICC, whasalyers criticized Ameren for not yet formally ngiifg
customers about cancellation of its CEP.

In April, 2007 both ComEd and Ameren proposed naskpges of credits and benefits to targeted custnme
exchange for legislative agreement to drop allregfto roll back and freeze rates. ComEd saidbitlel cancel its plan
to give $44M to help low-income customers with th®ils if an amendment approved by a Senate Coteenadding
ComEd to SB 1592 passed. Ameren stated that $88&1 in rate relief is no longer available, it wailing to
negotiate; like ComEd, Ameren consider SB1592 usiitational. On April 20, 2997, the Senate Presida
supporter of ComEdison, shelved the amendmenBtd392 that added ComEd to the roll-back/rate fedmit.
http://12.43.67.2/legislation/billstatus.asp?DocNuUb92&GAID=9&GA=95&DocTypelD=SB&LeqlD=29675&Sess
ionID=51

The Senate then reconsidered and passed tlaes BAimeren-only”, sending it to the House. The bl&peaker
added back ComEd, and the House passed the bitetunthed it to the Senate on April 27, 2007, whpon the
legislature adjourned for the weekend. As of AB@i] 2007, news reports stated that the House $paaki Senate
President are negotiating. Legislators have vedeileath threats in connection with the rate mses.

4) HB 4091, the lllinois Power Authority Act, proged by the Speaker of the House, would create gradit lllinois
Power Authority; the bill was assigned to commitite&larch.
http://12.43.67.2/legislation/BillStatus.asp?Doc@Np=HB&DocNum=4091&GAID=9&SessionID=51&L egID=3325
3

In March, 2007, Ameren called for re-regulatiorsapply. ComEd opposed re-regulation. The govengfased to
hold a special session.

Meanwhile, on March 15, 2007, the Attorney Genéladl a complaint at FERC seeking an investigabbmarket
abuse by all suppliers in the September 2006 whltdegiction that led to the 2007 rate hikes. Amevas reported to
support the investigation.
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Maryland

On July 1, 2006, a decade of rate caps came offaadikes were as much as 72% (Baltimore Gase&tEt
customers). After months of political wranglinget@eneral Assembly overrode a gubernatorial veticSamate Bill
400 was enacted, which phased in rate hikes.

http://mlis.state.md.us/2007RS/bills/sb/sb0400e.pdf

In 2007, a new governor appointed a new chair aneM2members to the PSC who are now examining gnesges
as mandated by the 2006 legislation. A prelimirraport identifying the issues relating to optioosreregulation as
required by Chapter 5 of the 2006 special sessictyding discussion of costs and benefits of m@hg to a regulated
electric supply market is due December 1, 2007%in& report containing the complete set of evahra, findings,
and recommendations required under Chapter 5, anded bySenate Bill 400, is due December 1, 2008.
http://mlis.state.md.us/2007rs/90-Day-report/Pagefl Although June 1, 2007 will bring rate hikes tiex 2006
legislation for BG&E customers, there is little pigkl will to revisit the issues until 2008.

M assachusetts

The newly elected governor supports competitiveketar as does the new attorney general. The gowvéled a plan
to reorganize the energy and regulatory functidrte@commonwealth, to provide more centralizatod
accountability. Relevant state agencies have beetbined, and are overseen by a Secretary of ainechEnergy
and the Environment cabinet Office, with the Depant of Telecom and Energy now a three-person cesian
operating under the rubric of a renamed Commonweditity Commission. Only one of the Commissianéas a
protected term. The plan was approved by the kgislature in February.

Since Massachusetts enacted deregulation in 1098&s inot considered similar “landmark” legislatidhe two-year

session that began in January 2007 includes theniolg:

1) HB 3965, the Green Communities Act (proposethieySpeaker of the House), a catch-all bill thatio

» Consolidate funds for renewable energy aratgy efficiency, which would allow up to half dfe funds to be

bonded in order to leverage funds for clean enprgposes

* Promote a fuel-efficient fleet of state-ownaghicles

» Establish a pay-on-the-bill program to allbeameowners to purchase renewable energy produtttewria down

payment

» Establish a commission to study the sitingiofuel manufacturing facilities

* Implement smart meter technology, wherebyayadectric meters must be replaced by advancedrethat track

energy usage on an hour-by-hour basis to allowoousts to adjust their usage in order to save ots cos

= Further reorganize telecom and energy oversighpéarthing agencies.

= The legislation assumes the continuation of retatice and support of regional markets. It spesithat
distribution utilities are the default providershasic service, and establishing a procuremennsehehereby
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annual auctions would be used to procure basiccgepower, with limits on the variability of ratetigible to bid
to supply such power for the first 6 or 12 months.
On April 2 at the public hearing, concerns werseadiabout financial and managerial complexitigseaéng the
authority of the attorney general to intervenetifity proceedings; and reducing funding for loncome energy
efficiency. The attorney general opposed the meatf an Office of Ratepayer Advocacy (it currgniésides with the
AG). http://www.mass.gov/legis/bills/house/185/ht03ptliB965.pdf http://www.mass.gov/legis/HD4254.pdf
http://masstech.org/renewableenergy/public_poliG/esources/2007-04-03-hearing-energy-bill-SHNS. pdf

14

2) A proposal to establish a procurement boardgto aff on providers’ efforts to offer efficienigst cost services.

Michigan

In January 2006, the Public Service Commissioredsureport on the Capacity Needs Forum, pointuidhe
economic drain on Michigan from imported energyd eecommending that the state build at least oaéfoed plant
by 2012.

http://www.michigan.gov/mpsc/0,1607,7-159--1333810-html

In March 2006, the chair of the legislature’s Elyengd Technology Committee organized a bipartisarkvgroup to
define a long-range energy plan involving poweregation, transportation fuels and renewable ensogyces.
Among the issues was a proposal for introducingrapetitive bid process for procuring new generatiin March
2007, the House Majority Leader said that allowimdependent power production in Michigan means phaduction
will be low, since customers can migrate underilreteoice, and it will not assure a funding baserfew plant
investment.

On April 6, 2006, the governor issued ExecutiveebDitve No. 2006-2, calling for the development abanprehensive
plan for meeting the states electric power neelds.directive asked for recommendations to ens@attite can both
reliably meet its growing electric needs and kdeptac costs competitive. The final report, isswedJanuary 31,
2007, calls for an RPS of 10% by 2105, the buildihgt least one additional baseload plant, angh@ap energy
efficiency standards over the next 8 years. Oppgsal would require all customers who benefit froew generation
to contribute to the costs of such plant investsiegiving customers a choice of whether to paritpn the benefits
and pay the costs, or otherwise. The Report @lie for PSC authority to require all suppliersraintain planning
reserves.

http://www.michigan.gov/documents/mpsc/21stcentneygyplan_185274 7.pdf

In August, 2006, a Michigan Court of Appeals demisio reverse the PSC’s order to begin collectiegris from all
customers per meter per month to support reneveat@ggy initiatives was affirmed. The PSC askeddbeslature in
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the August 16, 2006 letter, and repeated the reéqués report.

In its January 2007 report on the state of the ptarlis of 2006, the PSC renewed its recommendatibthe
legislature affirm the requirements in PA 141 tog PSC to establish and sustain the Michigan Rdnles/&nergy
Program.

The Commission is reviewing the power buy-back @mttassociated with the Consumers Power planitasé98
MW Palisades nuclear power plant to Entergy NudRsdisades, LLC. Consumers Energy is seeking Cosioms
approval to buy all of the plant’s power output 1&r years through a Power Purchase Agreement.sdlbes
currently under review by the PSC, FERC, and th€NRhe Michigan Attorney General opposes the treinen
because it would move control over this key assantunregulated company not under the PSC’s jatisd.
http://www.abate-energy.org/MediaClips/MIRS0122@f7 .p

Detroit Edison announced it is seeking a licensmfthe Nuclear Regulatory Commission to build aOLBW plant
at its Fermi site on Lake Erie. However, the wytiiays that it will stop work on the project if dhigan does not
eliminate its Customer Choice programs, so thattiigy can get financing.
http://www.customerchoicecoalition.com/mediaclipsiiioeEveningNews021307DTENucPlant.PDF

In March 2007, the House held hearings on the faretiore in-state resources in Michigan, and exptpwhy, in a
competitive market, competitive suppliers are rayhing forward with proposals for new generatio@n April 11,
2007, the head of DTE, parent of Detroit Edisofd tbe Michigan House of Representatives' Energhyeghnology
Committee that DTE is in favor of going back to adified version of a fully regulated environmenatlises
incentives as a means to encourage more efficamrgtion of electricity, according to press report
http://www.freep.com/apps/pbcs.dll/article? AID=/20411/BUSINESS06/70411019/0/ENT0O3&template=printart
CMS Energy, the holding company that owns Consureveer, said in late April 2007 that it will so@sue a
proposal to build new plant if retail choice weepealed, according to the Detroit News.
http://www.detnews.com/apps/pbcs.dll/article? AID3320429/UPDATE/704290345/1396

Montana

In 1997, the PSC supported SB 390, a deregulatibtinét resulted in the bankruptcy of IOU MontaRawer
Company and its sale. In 2002, Initiative 145dxcé the buyers of Montana Power’s plants to kelit back failed.
The state tried to persuade FERC to declare trebbthe purchasers, PPL Montana, having a monapdontana,
should be required to limit its wholesale priceshia state to cost. FERC rejected the proposdény PPL the right tg
sell power at market-based rates on May 18, 20B®93491-005, etc.

J
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In 2001, then-State-Senator Ken Toole introduced@Bproposing to allow the state to issue bondmitoback both
the dams and their associated water rights, witbrmae from the sales of electricity paying backlibed debt.

In 2005, a state representative filed legislatmaltow the successor to Montana Power, NorthWedteergy, to
acquire or build power plants as a more traditianiity. The bill failed partly because NorthWest Energy did not
fully support it. http://www.helenair.com/articles/2006/01/08/montaio@/a01010806_02.txt

In April 2006, PSC Staff presented draft legislatio repeal most of the state’s deregulation ldtpagh
commissioners did not officially endorse the measurhe proposal was meant as an alternative eotethy a
legislative interim committee to resuscitate tHeflom the 2005 Legislature that would have allalWorthWestern
Energy to go into the power generation businesentl¥ha’s energy “picture” then became complicatedmw
NorthWestern Energy announced a $2.2B acquisitjoAustralian-based Babcock & Brown Infrastructugebject to
the PSC'’s approval (the PSC process is expecteedio in early May 2007).

In April 2007, the only re-regulation bill survignwvasHB 25, “Generally revise electric industry restructuriags.”
The bill went into effect without the Governor'gjsature on April 30, 2007. As passed it provides:
« The PSC cannot approve a proposed plant for cogenagptail utility rates until the final air quiafipermit is
in place and the public has had a chance to rewiew
- The PSC cannot approve a proposed coal-fired plaess the state or federal government enacts a law
requiring carbon sequestration or the plant wiitaae and sequester at least half of its CO2
- Gas-fired plants must mitigate a portion of the®@Zemissions through carbon offsets or emissioeditsr
« Flexibility for NorthWestern Energy to purchase egb firm power for periods when wind generation is
unavailable
The Governor may call a special session to takeraposed changes to the statute.

New
Hampshire

Consumer Advocate has requested “anti-gaming” prons to limit switching back and forth at expengaon-
shoppers. PUC rejected proposal in Order No. 24f@ilack of evidence, but required PSNH to manswitching.

Staff requested that PSNH be required in its 200IRP filing to present an analysis of the benediid costs to
consumers of the divestiture of its remaining @arithe Commission rejected this proposal. Orderad,695 at 25-
26, citing the legislative process establishedetl avith this question, RSA 369-B:3a.
http://www.puc.state.nh.us/Regulatory/Orders/206068/24695e. pdf

New Jersey

The draft Energy Master Plan and the final docunaeatscheduled to be released for in spring 2GQiblic hearings
are tentatively scheduled for August or Septemiigh exact schedules to be announced.
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http://www.bgs-auction.com/

As noted at the above site, the Board has usedestad) three-year, Internet-based declining pricti@us to procure
supply for non-shopping customers since 2002 tslbecember 8, 2005, Order approving the BGS pemsant
process for 2006, the Board announced its tentatipport for continuing this process, and thatatld seek
comment in 2007 as to whether to continue to usefdlhm of procurement. Docket No. EO05040317.

In July 2006, after taking comments, the Board reiteed to continue with the declining price auctidar staggered
three-year terms, but signaled a willingness tcsmter the addition of portfolio options, includitanger term
procurements and demand response, through a sepavateding, to commence with utility commentsdiin July
2006. http://www.state.nj.us/bpu/wwwroot/energy/EO0602891240060710.pdf

The Board recently reopened its consideration @ftbrtfolio approach to obtaining Basic Generagenvice (BGS),
including longer-term contracts and demand-sideoapt As stated in the Staff's “BGS Working Grdwgptification,”

The Board in its Order dated December 22, 2006kBiodo. EO06020119 directed Staff to convene ardr ch
a BGS working group to review and make recommeadatiegarding the incorporation of a BGS Portfolio
approach as part of the BGS-FP supply mix in tiheréu The Board indicated that the BGS working grou
should consider a portfolio approach that incluithesuse of longer-term contracts as part of the B8S
supply mix to provide greater price stability to B&P customers. Further, the Board also indicdi&icthe
BGS working group should also consider and makemasendations concerning the inclusion of demand-s
resources and renewable energy as part of the B@8ysmix with the goal of reducing supplier's peak
resource needs thereby having a positive impaalf@onsumers.

id

In February 2007, the Board approved the resulidest Jersey’s sixth electric auction for BGS: “Agprevious
years, there were two descending clock auctionse-for fixed price service for residential and Brnasiness
customers, and another to meet the needs of tteesdrgest commercial and industrial electricamers based on
market hourly rates set by PJM, the Regional Trasson Organization. This year, the total valudath auctions
was approximately $6.5 billion representing a ptiééi7200 megawatts of energy.” The Board’s medlaase also
stated: “Prices obtained in this year's auctior|edbwer than those of last year, will still resirl an increase in
overall electric rates, as the energy secureddratiction will be replacing supply and prices aiediin the 2004
auction when wholesale prices were significantlydo The prices in this year's auction reflecthigher costs for
both fuel and the additional costs companies vaillehto pay for capacity in the PIJM transmissioma émaneet peak
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demand with a required reserve. PJM has propos&thghauch capacity more expensive, and these iseseare
reflected in today's market environment. The iggitdo not profit from these higher costs and astaght pass thru
to customers.” http://www.bpu.state.nj.us/homemetmm|?46-06

In May 2007, the BGS Working Group’s final recommations on the portfolio approach go to the Board.

In spring 2007, the state’s draft Energy MastenRiiad the final document are scheduled for reldadee followed by
public hearings.

New York

In 2001-02 at the time of the crisis in merchamegation, the State Assembly proposed change®istéte’s
deregulation policy, including allowing distributiautilities to enter into long-term purchased poa@ntracts
(essentially, the changes would have turned thahlision utilities into purchasing agents, witlspensibility to
maintain a portfolio of short-, medium- and longategeneration contracts). In fall 2002, the stateate and the
governor rejected the proposals.

In 2004, the PSC “adopted tB¢atement of Policy on Future Steps Toward Competih Retail Energy Markets

The Policy Statement sets forth the Commissioredsgand visions for the further development of sibatail energy
competition in New York and provides a flexiblerfrawork for the Commission to analyze and resporeVtdving

market conditions and thereby to facilitate madetelopment as required. The Commission ordeestdred and gas
utilities to prepare and file plans to foster tlewelopment of retail energy markets in collaboratoth staff and other
interested parties.”
http://www3.dps.state.ny.us/pscweb/WebFileRoomWMefl/F4746B665D1C642685256EFB00622E91/$File/2014
mO0504.pdf?OpenElement

In 2006 the PSC focused on ConEd'’s response te&-leag blackout in New York City and a pending gear
between National Grid and KeySpan. The proposadenés still under consideration, with settlemttiks in
progress in late April 2007 and continuing into M2B07.

In 2007, there argl legislative proposals related to renewables ahdranatters.

Ohio

In spring 2007, some state legislators suggeshaemiion between a decade of deregulation andhttezihg state
economy. Industrials and trade groups are segking stability before the end of 2008 when ratesoaxpire for
investor-owned utilities (with the exception of DB& The governor plans to lay out some principl€hio’s utilities
(e.g. American Electric Power, parent of FirstEyasdnich has the highest rates in Ohio) would raedte the
industry along the lines of the Virginia legislatjiadhe Ohio Consumers Counsel favors market-basletians (e.g.
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greater competition); consumer groups debate whedisaential and small C&I should pay for reneveshlmodeled
on Austin TX City Light); if returning to any cos-service must be incremental; and the state’s deendency.
The Consumer Counsel has been talking with a yaoigparties about alternative paths. Althoughgoon to tell,
observers believe any scenario ultimately adoptedhio will include another extension of the traiosi period. Any
proposals will likely require legislation.

Oregon

In 2002, the Oregon Public Utility Commission opa@ereview of the Market Price Rule limitation agsiutility
plant additions to rate base at cost, Docket UMEL®®&It in 2005ttp://apps.puc.state.or.us/orders/20050rds/05-
133.pdfit put the docket on hold. Oregon’s dependenctherPacific Northwest’s hydro system and Bonnevill
Power Administration influence regulators to takKga slow” approach. However, G@missions issues are a priori

In 2005, a new bill, SB 408 (Oregon Laws 2005, t&ap45) requires Portland General Electric, P&oifp, NW
Natural and Avista to file tax reports annuallymibhe PUC. On September 15, 2006, the PUC adaptedder to
implement SB 408 in Docket AR 49%ittp://apps.puc.state.or.us/edockets/docket.askEDo=12794

In January 2007, in rejecting PacifiCorp’s propdsaksue an RFP to build new coal plants, the BE€lined to
resolve issues related to €@sk but it opened a separate proceeding to re@d@urisk related to the expected cost,
risk and uncertainties of coal resources. Als2dQ7, Enron “leftovers” include a legal battle beém the City of
Portland and PGE (when it was owned by Enron) tasecollections.

2007 legislation includes:

April 6: SB 838 the Oregon Energy Renewable Act, establishesR& fr electric utilities and electricity service
suppliers. Specifies renewable energy sources#mbe used to generate electricity for purposesmiplying with
standard. Provides exemptions from compliance stdahdard; Directs the State Department of Energstablish a
system for RECs and specifies renewable energyicates that may be used to comply with the RP&@mpliance
requirements and establishes penalties; and e=uiilities to offer green power rates.

y.

Pennsylvania

In May 2006, the PUC opened a docket on Policidditgate Potential Electricity Price Increases,cRet No. M-
00061957 http://www.puc.state.pa.us/general/seaspk. On February 8, 2007, the PUC issued propésal
comment based on the proposals and commentaryrgdtimethe docket, which include:

a) Launch a statewide education campaign to hsidestial and small commercial customers underdiamadost of
energy and how to avoid higher bills by reducingges The proposed budget is $5M, to be recoveosa f
distribution utilities ratably based on their resipee numbers of small consumers. The topics wbelas follows:
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The true cost of electricity.

Why electricity rates change.

When electricity rates will change.

How to prepare now for potentially higleaergy prices.

How energy efficiency and conservation sneas benefit customers.

That customers may realize savings byhasiag electricity from an alternative electric gextion supplier.
b) Expand utility-specific educational efforts adptine same lines.
c) Continue the Demand Side Working Group initiateBecember 2006, from which a report is due Mayf the
topics of energy efficiency, demand side respoadeanced metering and revenue decoupling mechanishes
Commission has apparently focused on the advanegerimg demand response issues.
d) Address on a case by case basis the proposalstilities and others have put forth for phasmthe effects of
otherwise sudden rate increases. It now has pegmdifore it a different proposal by PPL, by whidPLRvould start
buying now the supplies it will need to serve imrshopping customers in 2010, through 6 indivigwaturements
from 2007 through 2009. Contracts would be laddiépamitigate price volatility. PPL's proposakiill pending at
the Administrative Law Judge stage.
e) Promulgate final rules on Provider of Last ReSarvice. The Commission issued proposed POLRaggns in
late 2004. Rulemaking Re Electric Distribution C@njgs’ Obligation to Serve Retail Customers atGbaclusion of
the Transition Period Pursuant to 66 Pa.C.S. § @8(®), Docket No, L-00040169 (Order entered Decamilf,
2004). http://www.puc.state.pa.us/general/results.asphe public comment period was extended to AH06 to
address compliance with the Alternative EnergyfBbot Standards Act of 2004, 73 P.S. § 1648.1egt On April 7,
2008, a final version of this regulation must bévaeed to the Independent Regulatory Review Corsiaig or it will
be deemed withdrawn. The OCA, OSBA, DEP, and fa0sTs encouraged the use of long term contracts and
contract laddering procurement practices to mingnigice volatility. Strategic Energy Limited andéxt Energy
Services suggested greater use of short term gricinluding hourly priced service for large custys) and policies
that will facilitate the participation of EGSs irfhsylvania’s retail market. The Commission expéxissue final
form POLR rules and a separate policy statemetftariirst half of 2007 that will implement manytbiese
recommendations. The Commission's proposed defandice policy statement will encourage the defselvice
provider to offer retail customers the option tegay or defer some portion of a significant rateease.
f) Expand low-income assistance availability. imearlier docket, the Commission held that enrafinoeilings on
CAP programs should be eliminated, that EDCs wetleagized to use a surcharge to recover CAP cthgtscost-
recovery would be limited to residential customarg] that the tariff filing process would be usedimultaneously
address cost-recovery and program design elem@uassomer Assistance Programs: Funding Levels arstl C
Recovery Mechanisms, Docket No. M-00051923 (Finaéstigatory Order entered December 18, 2006)e Th
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Commission will initiate a rulemaking process todifip its CAP policy statement and regulations.

g) Involve the PUC in pushing for state LIHEAP fumgl "The Commission finds that the public inténesuld be
served by becoming a stronger advocate for incdestsge funding of LIHEAP before both the PennsylaaGeneral
Assembly and in the LAC. Therefore, the BureaCohsumer Service will actively participate in LAGdavote on
policy recommendations. With this change in pglite Commission can now actively participate ViAW, OCA,
Public Utility Law Project and other concerned pto secure state funding.”

h) The Commission decided not to take up suggesfamnan increase in Low Income Usage Reductiogfar
funding in this docket, but said it would consitlez issue on a case by case basis, and noted hizat recently
approved an increase in the settlement of an iddalicompany's rate case.

i) The Commission agrees that aggressive repragamtef Pennsylvania’s interests before FERC isgportant
component of efforts to address electricity presgies. The Commission will continue its policyaofive
participation at FERC, and will intervene in relavaroceedings as opportunities arise.

j) Finally, the Commission will attempt to addre@ssumber of important retail and wholesale marksaies through
collaborative processes. In 2006, the Commissidiaied a proceeding to develop standardized 1=doe proposal
and supplier master agreement documeSBtandar dization of Request for Proposal Documents and Supplier Master
Agreementsin the Context of Default Service, Docket No. M-00061960. In the default servioliqy statement, we
will be directing the formation of a Retail Marké&téorking Group to study a series of issues relatinigetail
competition. We expect that these collaborativeegsses will result in meaningful policy change thill facilitate
the participation of wholesale suppliers and EGS8annsylvania’s energy market.

Separately, in Docket No. C-20065922, the OCA awdllpublic officials of Pike County proposed tRde County
Light & Power be sold to a nearby cooperative tytilor the purpose of reducing the high rates thatilted from a
2005 auction of PCL&P POLR service. The utilitypoged this proposal, and instead proposes to extedPr@GL&P
service area a plan in effect in New York wherebgtomers who switch to a competitor get a guaradndeszount on
their supply bill for the first two months of swhiing. The matter is still pending before an Adrsiirative Law Judge

On April 13, 2007, the PUC issued a NOPR (to fuiffd duties under the Electricity Choice and Cotitjman Act of
1996); the PUC seeks to impose a reporting reqe@neior EDCs and EGSs that includes specific infdrom on
electric sales activity in the state and draftthefforms that would be used in submitting thenmfation. The
purpose is to “ facilitate measurement of the dgwelent of Pennsylvania’s competitive retail elecsupply market”
according to the Commission’s press release.
http://www.puc.state.pa.us/general/press_releasss/preleases.aspx?ShowPR=1733

Rhode On January 30, 2007, the governor’s state of e stddress proposed “the formation of a new Rislded Power
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Authority. As we develop wind and hydro power, especiallgtate-owned land, we will use the Authority to iaga
this power for the state’s benefit. The Authority\also be able to sell low-cost energy for ecomodevelopment
and low-income assistance.” Legislative proposa®st¢ date) include:

1) H5317 The Rhode Island Energy Authority Act of 200feTAuthority’s purpose would be

(1) to provide Rhode Island residents, institagiand businesses the benefit of stability thradigérsification of
energy resources,

(2) to facilitate the development of renewablergy resources, and

(3) to make the cost of energy more affordable.
The Authority would be the state’s lead agencyeioergy development, and would promote the predenyat
expansion and sound development of new and existingces of energy in Rhode Island. The Authavibyild have
bonding power to support construction of plantsl eould obtain real property to secure sites favgrogeneration. |t
could lease or sell the plants it develops or na@mstto the state or municipalities. It could caaot for the
management of its energy facilities. It could egegan commodities trading.

The Authority would also take over the functioragiministering energy efficiency programs from tistrtbution
utilities, and would over from the economic develgmt authority the responsibility for promoting thevelopment of
indigenous renewable power sources in Rhode Isemdng other things by entering into long-term axts to
procure credits or to support the constructionuahsprojects.

It could enter into long term contracts with enesgypliers. It could set the prices and colleetdharges for output
of any Authority plants. It may also “alter andr@stigate rates and practices of charging, whitdcaénergy projects
SO as to increase commerce in the state.”

2) S0806 to amend the Energy Consumer and Savings Add@5 Dy requiring that “Not later than June 1, 2042,
general service incandescent lamp shall not beisdltk state.”

3) H5551 requiring the PUC to establish incentive ratesefectricity generated from renewable energy resssi

As with the other New England states, Rhode Islarattive in regional activity on greenhouse gasssions.

Texas

In 2005, some legislators called for changes innthg the “price to beat” was set (e.g. requiringuations when
wholesale prices dropped.
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In February 2006, the PUCT rejected a legislatiappsal to reduce the price-to-beat in light ofluhéeg natural gas
prices.

In 2007, the PUCT, governor and state legislataksetbeen dealing with (a) the February offer byabeRacific
Group and KKR to pay $45M to acquire TXU in a leged buyout; (b) ERCOT’s market monitor’s reporarch
on TXU market manipulation in summer 2005 and tb€®P’s suggested fine of $210M; allegations in nduits
(February and April) of two traders fired by TXW) (allegations by FPL (filed in 2004, trial begidsy 29, 2007)
that TXU caused transmission congestion that cabBédto fail to meet its contractual obligationsstgoply wind
generation to TXU; and (d) price spikes on ApriB07 following ERCOT’s rule changes on April 1.

In 2007, the PUCTReport to the 80" Texas Legislature) proposed limiting the ability of utilities to ownare than a
minor percentage of generation in Texas, and elitmg default service and moving all remaining stipping retail
customers to competitive suppliers, assigning taerandom if they do not choose an alternate seppli
http://www.puc.state.tx.us/electric/reports/scopé/22007scope_elec.pdf

The 2007 legislative session (ends in May) offeoppsals to prohibit companies from controlling exdran 25% of
electric generation within specific geographic oegi (zones); bar vertical integration in the eleityr market so that g
single entity cannot control a retail electric gaw®r, a wholesale generation and transmissionycbftr expand) the
PUCT’s oversight over future M&As; rededicate thest®m Benefit Fund to again serve low-income custsmCoal
dependency, emissions, support for wind generasiod, FERC oversight of ERCOT are other issues.

Originally, Representative Phil King, chair of tHeuse Regulated Industries Committee, filed legmhato prevent
market manipulation, providing that no supplieffexas could control more than 20% of the generatapgacity. At
present, TXU serves more than 40% of the North\edt zones; NRG Energy serves about 86% of thetbious
zone. Much of the past three months have brougtit f/arious bills and amendments (against the dragkof the
February announcement of TXU leveraged buyout).

SB 482prohibits TXU from controlling both wholesale aretail divisions; authorizes the PUCT to limit
residential rates if the commission finds that they out of line; provides new protections against
disconnections for low-income and elderly customdrise House versiorHB8 1189 requires new “firewalls”
between different divisions of TXU, although it ¢dweontinue to operate under a single corporaterattal)
removes the ability of commercial customers todpgomplaints about service to the PUCT; and doés no
protect low-income and elderly customers.
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SB 483prohibits any company from controlling more th&%@of power generation in any of four regions
within Texas. The House version includes langubgelargely parallels current law regarding theoant of
the wholesale market that any company can control.

SB 896clarifies the PUCT’s authority to review the prepd sale of TXU.

HB 1202removes roadblocks to filing antitrust lawsuitsiagt electric companies (i.e. protects againskatar
abuses).

By March 15, the Senate had passed SB 482, SBrtBBIB 896; the House Regulated Industries Comméatkpted
amended versions of SB 482 and 483, and left tihé plending.

On April 25, King added amendments to the Marchdb&ise version of SB 483 to allow a company to ed@85%
limit if the PUCT and ERCOT’s market monitor appedts market mitigation report; lift the limits wh&RCOT’s
nodal market is installed in 2009; and exclude newlear and coal generators from the 35% cap. Enats version
still limits companies to serving 25% of the whallesmarket in every zone. The House version passey hurdle
on April 27, 2007, and was approved by voice vdtenust undergo further House votes, but is exguebtd pass on tg
the Senate, after which a process to reconciléitffexences in the bills will be undertaken.

174

On April 25, Texas Pacific Group and KKR expedittsdiling of a Joint Report and Application withg PUCT (Case
34077-6) to allow the commission to immediatelyibats review; the buyers expect the transactioihlve completed
in August 2007.

In January 2009, ERCOT switches from a zonal todahmarket; by March, the price cap will reach@3®1Wh
from its 2007 cap of $1000/MWh (most ISOs/RTOs hawap of $1000/MWh).
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