


Table 1: NERC's Risk Determination of All Assessment Areas
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Demand-Side Flaw 1: Lack of Metering and Real-Time Billing

Demand-Side Flaw 2: Lack of Real-Time Control of Power Flow to Specific
Customers
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Problems with Private Monopolies

* Monopolies are inefficient
* No competition
* No need to be efficient to survive

* No incentive to be efficient:

Utility earns more if it invests more

No penalty for building “white elephants”

High costs passed on to consumers as high prices of electricity

A bankrupt utility is in nobody’ s interest
e Rates are “higher than they should be”

© 2018 D. Kirschen &
University of Washington



Could the regulators do better?

e Regulation is difficult

* Little basis for comparison
* Each regulator oversees a small number of utilities
e Each utility has a territory with different characteristics

o Difficult to evaluate the utilities’ decisions
* Regulator does not have as much staff as the utility
e “Information imbalance”

© 2018 D. Kirschen &

. : : 10
University of Washington



Problems with Public Monopolies

e A good government will run its utilities in an efficient
and far-sighted manner

* This is not always the case

* Conflicts can arise between the objectives of the gove
rnment and the objectives of the utility

* Government monopolies are inefficient too!

© 2018 D. Kirschen & 11
University of Washington



Things bad governments do...

* Keep rates low to please the voters
 Utility does not have enough money for investments
* Keep rates high and use the surplus money for othe
r programs
* Inefficient taxation
* Discourage consumption of electricity

* Force the utility to make unnecessary investments t
O create jobs



Expected benefits of privatization

 Utility can focus on its mission

* If markets function properly:
 Utility gets the revenues it needs
* Price of electricity reflects its true cost
* Optimal allocation of economic resources

* Access to private sector capital
* Important in developing countries when government is s
hort of money for investments
* Revenue from the sale of privatized assets
e Short term only

© 2018 D. Kirschen &
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University of Washington
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How to bid

How to sell(PPA, Spot, Derivative)

How to reduce cost

How to manage risk(price, fuel)

How to reduce cost
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How to offer

How to buy (PPA, Spot, Derivative)

How to reduce cost

How to manage risk(price, demand)

How to get high score

How to operate market and system

efficiently and reliably
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How to operate market and
system reliably
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Who/Which program to choose
When to use

How to reduce usage

(How to manage risk)

How to reduce usage

(How to reduce cost)
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