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Section 1 — Overview of the Commissions

Who Serves Texas on the PUC?

m A person is not eligible for appointment as a
commissioner if the person at any time during the two
years preceding appointment:

m personally yed as an o director, owner, employee,
partner, or | r of a public utility, affiliate, or
direct competitor of a public utility; or

® owned or controlled, directly or indirectly, stocks or bond
any class with a value of $10,000 or more in a public uti
affiliate, or direct competitor of a public utility.

m Section 1 — Overview of the Commissions
m Section 2 — Overview of the Texas Electric
Sector and CA Energy Action Plan

Who Serves Texas on the PUC?

Public Utility Commission is composed of three
commissionets appointed by the governor with the
consent of the senate.

m Tob
be:
= 2 qualified voter;
m 3 citizen of the United St

= 2 repre tive of th

Rules of Conduct

m Rules of Conduct are meant to help assure the
integrity of the Commissioners
m Pre-service conflict of interest laws
= Standards for conduct while in office e.g. ex parte
communica
m Yearly financial disclosure requirements

= Post-Employment restrictions




Enabling Statute

m Public Utlity C
Regulatory Act
m 11.002 — *“...establish a compreher
3 tem for public utilitie
ons and setrvices that are just and reasonable 70 #he
consumers and to the utilities.
421 pages. PUCT rules implementir
)+ pag
1 power to regulate ar
ch public utility
nated or implied by th
> of

The Mission of the Texas PUC

m The mission of the PUC is to protect customets,
foster competition, and promote high-quality
utility infrastructure.

CPUC Commissionets

tablished by Article XII, CA Constitution
m The Commissionets
appoint confirmed by
d terms
or financial interests in regulated entities
ppointed by the Governor (Sec. 305 of the Pub. Util. Code)

t of powers by Constitution, as well as plena

Commiss 2 ish rules, issue subpoenas, administer
oaths, take tes for contempt

Agency Authority and Autonomy

complaints and cases

ers

= Commission nnot be removed without spe

u ( year stagg

arte communications insulates Commissioners from much political pr
all communications on a contested case is public and allowed a tesponse

pointments assure continuity

Mission Statement of the CPUC

The CPUC setves the public interest by:

m Protecting consumers and ensuring the provision
safe, reliable utility service and infrastructure at
reasonable rates,

Ensuring a strong commitment to environmental
enhancement and a healthy California economy.

We regulate utility services, stimulate innovation, and
promote competitive markets, where possible, in the
communications, enetgy, transpottation and water
industries.

Texas Agency Staffing

185 authotized FTEs for FY 2007-2008
Authotized FTEs in FY 2003 were 244
Current staffing is approximately 185 FTEs, a reduction
of 34 FTEs from actual FY 2003 beginning leve
Budget
m $12.5 million dollats administrative (collected from Tax on
ulated entitie nerally rai 5 times amount
cce: for age operations, balance to general fund)
= [IMM

stomer education fundir




Agency Organization CPUC Organization

Engine

.

Advocates director appointed by

Governor

DRA has its own budget s ditected by law to be

independent
— - - = — Approximately 1000 talented staff work at the CPUC
- Operati for F $151 million

Relabilty and Rl
Ucensing Teras

Fund)

Texas: Over the Last 9 or so
California Public Utilities Commission Years, ShlftS in Regulation. .

m State and FERC initiate competition in the
wholesale electric markets
“Incentive” regulation and unbundling of certain
telecom monopolies in 1995 (HB 2128) and

Telecom Act passed federally in 1996

State initiated competition in retail electric
markets, passing legislation in 1999 (SB 7)

CA: The Changing Regulatory For both PUCs, a Fundamental
Environment Shift...

Increased emphasis on telecommunications consumer protection Rulemaker
enhanced e nent activities. " r yvern the

) . . . " A : pl: 1d to allow fair and

More and evolving complex markets, including electric hyt .
2 5 Y Policeman
- 5 = Proactively police the
ted utility co ate relations .

Aging infrastructure, reduced maintenance incentives.
Mote opportunitie consumer fraud. alwa a quasi-judicial function in setting rates and solving
New technol roy and telecommunic;

. - »n will increase in connection with adjudicating enforcement actions related to
Increa: asis on safety and security. he competitive
Policies addressing critical issues such as climate change,
renewable energy, e y efficiency, water efficie;

quality. nti-competi

 monitor and enforce customer protection rul

Maintain other core r




Types of PUC Proceedings CPUC Formal Process

ses — single or multi-party n-making ~cord-bas

ot public comment and response Decision-making is timely
Decision-making is inclusive
B Notice and opportunity to be heard are key
Organizational structure and | : i Sunshine, sunshine, sunshine!

responsive to the public and to safeguard and allow input from a
broad spectrum of stakehol
Regulatory Business conducted in Open Meetings

= Public schedule publ and i 1in public forums

= Public comment is a part of all proceedi
contested cases

Proceeding Categories Established

Record-based Decisionmaking by Legislature

he record developed in the proceeding and
d on the record for the Commission’s

m Quasi-legislative: Policy-setting rulemakings
establishing rules or procedures for an industry;
and conclusions of law ex parte contacts allowed
& st eyt m Ratesetting: Applications to establish rates for a
particular entity or rulemakings setting rate
elements for industries; ex parte contacts
permitted but subject to complicated rules

sion acts on PDs by voting on the matters at its formal Commission meetings,

O A O S 0 djudicatory: Investigations issued by
Commission to enforce laws, policies, and rules,
decision or complaints filed by consumers; ex parte
contacts banned

PUCT Rulings Subject to Judicial

Alternative Dispute Resolution ]
Review

Formal settlements and stipulations : :
HE R T SR m Parties can (and do) appeal cettain PUCT

Mediation decisions to district, coutt of appeals, and

occasionally the Texas Supreme Court

y Neutral Evaluation
m Currently (in my official capacity) there are
around 100 appeals of various PUCT rules and

Settlement Judge

ding, including prior to formal filing

orders




CA Judicial Review

m CPUC decisions are first appealed to CPUC
itself through application for rehearing
m Appellate matters reviewed de novo

m Commissioners consider appealed matters in
closed session

m Parties may then appeal decisions to appellate
court system

m CA Supreme Court will hear some matte

National Statistics

m Nationally, the utility industry remains highly
fragmented, approximately 3,500 separate electtic
systems.

m The lar; 00 utility e approximately
of the retail customer load and hold approximately
of U.S. electric generating capacity.

= National Summer P : Approx. 790,(
megawatts (total capacity brox. 906,000 megaw

= Net Generation — A bit over 4,065 million megawatt-
hours

m Nationally — Coal, Natural Gas, Nucleat account for

stently 8.6% of megawatt houts generated.

U.S. -- Energy Consumption CY
2006, Comparison with Texas

I
Other ’ an "
Renewable LY 04
W Other a
o highest
consuming state in the

*Texas has taken the
national lead in
installed wind at about
3300 MW

Section 2 —
7 of the Texas Electric Sector

CA Energy Action Plans

North American Interconnected Grids

= The ERCOT grid:

= Covers 75% of Texas

ERCOT connections to other grids are limited
to direct current (DC) ties

Winter, Spring, and Summer Day
Load Shapes with Fuel Mix

ERCOT Lot ane Ganaruton Devenises 1, 2036

[ERREE) T

EACOT Lesd snd Ganaration Asgust 33, 2005




Texas Forecasts Tremendous Growth - Peak
Demand (MW) and Consumption (TWh)

A Sustained Commitment to Infrastructure
o Helps Drive Generation Investment

2.4% year over year growth

*Does not include
incremental
investment from
CREZ or Entergy
Integration

Summary of Completed Improvements Summary of Planned Improvements
2004-2006 2007-2011

Over $1.3 b

345 KV 800 circuit miles

$3.1 billion

s that over 3295 circuit mile
138 KV 2,100 circuit m s jon lines will have to be added or

Texas population expected to grow
stimates to 2016 - $6.1 billi
5 million b/t now and 2020 Current estimates to 2016 - $6.1 billion

Although Legislative Policy

F rs Markets in G rati An Open Retail Market also Provides

LTS 4rkets 1n Leneration Party/Counterparty Opportunity for New Generation
Number REPs Number of A-REP Price | C-REP Price Final

SB7( 1()9()) ﬂ!l(%ezyg ng{{gg‘g};ﬁ(;ﬂﬂ Slio Standards Distribution Utility Serving Residential Range Range Regulated

- Residential Products (¢/kWh) (¢/kWh) Rate
5880 MW ion by 2015, 10,000 MW by (goal of Customers (¢/kWh)
500 MW Non-wind

A . . 9.7-135
CREZ - methodolog /

£ CenterPoint
ensure w wind from w

94-143
116-146 10-146
= A AEPTCC 155-17.2 10.4-152
5 (2005) — Ad 0
) i TNMP 141-143 102-145
3693 (2007) — Energy Efficiency AEPTNC 155-17.9 106-169
Mandate, cu y 1 ng demand growth by 10%. Must ac o
20% in twc (5/1/h)
d by 50% Entergy Gulf States 11.6/13.0%% nfa
OW over next two S SPS 9.0
HB 1386 — Nuclear Decommissioning SWERCO

nla
nfa

_ . El Paso Electric nla
HB 1090 — Biomass incentives

0¢/kWh rate

Load and Generation borecaSt To Meet These Needs, I Believe a Portfolio Approach of Cleaner Coal,
O 5 New Nuclear, Renewables, NG, New Techm)l()g_, and Demand
Shows Deficit Absent Sufficient

Response are all required

St | "
S CR S R

QUJ #rxoictiih{ dviSurinful) vz r#4683P 2 Hpcfrdiieqimi {hargior,
w7334 2 Hwidigiz gHdsdE #fhip dnhwisha/h{shfri#krxdgvip rundp 2 firyhult

- ribh{vithz #hdx
*Worth noting that we ’ ) - R qd #wdvhiitibkhifrxaul i Mci7xghullhatfrddkagintkgohur quantirg
were at these Qhz ) J Aedihardy dqgiEhdnty#forikaghmifrawandrg#Q UJ # hgduid| rdirui{dp s,
numbers prior to gydafhatp hvhuiiooip dxdjulrshsar |p hawi p bhaw
some recent iy | # runfirqOir I qtihibhp Gog#ghii-#ikhi AW E#66<9 AHIDVADDDU AR { | F OfsTrwht
groundbreaking sdwlhirdgvsraingl,

(As of September, 2007)




Key Challenges California’s Regulated Infrastructure

m Electricity
= 11.1 Million Customers
$19 Billion Revenue
m Commodity volatility and Price Increases 25,600 Miles of Transmission Lines
’ : 215, iles of Distribution Lines

m Infrastructure investment

® Emissions

m Integrating renewable resources X ; .
(<) (=] Mote than 200 Generating Units

m Developing workable energy efficiency and
demand side management = Natural Gas
= 10.6 Million Customers
9.4 Billion Revenue
365 Miles of Transmission Lines
m 92,452 Miles of Distribution Lines

Regulating Electricity Markets
Implementing The Energy
_Actign Plan

y Agencies in May 200 m EAP II: Specific Action Area

g order” and 6 broad policy goals: = Energy
= Public edu

= Optimize Energy Conservation and Resour
N

m Accelerate the S for Renew
Demand response

ion dvanced me
consideration of new ta

Renewable Energy
Ensure Reliable Supply of Reasonably Priced Natural Ga P . p T =7 (e
- - a a a new transm

= BEAP II, adopted September 2005, is a roadmap for specific
action items to implement EAP I, emphasizes inte: )
collaboration, research & dsvclupmcnt of pilot programs and
adds transportation fuels as a priority in achieving climate change

goals

Regulating Electricity Markets:
Implementing The Energy
ACQ&“ Plag}

m EAPI fic Action / (continue;

Questions?

city; add stc facilitate LNG; emphasize
onsumption

cy of state consider new
nd future fuels

missions

Standards
uC




