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Disclaimer)

The$ideas,$views,$and$opinions$expressed$in$this$
presenta2on$and$in$my$spoken$remarks$are$mine$and$
mine$only$and$are$based$upon$my$personal$
experiences$and$observa2ons.$$These$ideas,$views,$
and$opinions$do$not$necessarily$reflect$those$of$my$
employer$and$are$not$based$upon$any$confiden2al$
informa2on.$
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What)are)the)right)quesDons?)

•  Intui2vely,$the$value$that$electricity$trading$creates$should$
be$in$lock$stop$with$increasing$market$efficiency,$mee2ng$
reliability$goals,$and$providing$value$to$consumers$

•  How$do$we$increase$this$value$and$ensure$that$this$is$being$
accomplished?$

•  What$are$obstacles$that$prevent$realizing$a$much$greater$
value$that$electricity$trading$can$bring?$

•  Industry$needs$to$take$a$harder$look$at$resolving$obstacles$$
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Can)we)all)agree?)

•  The$point$of$implemen2ng$RTO/ISO$markets$was$
to$greatly$increase$open$access$and$compe22on$
to$benefit$consumers.$

•  Successfully$enabling$trading$in$electricity$
markets$is$a$must$for$the$success$of$electricity$
markets$at$all$levels.$
–  Produc2on$
–  EndKuser$supply$
– All$levels$in$between…markets/products$do$not$exist$in$
a$vacuum$
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Value)Added…and)QuesDoned)

•  Added$
–  Compe22on…beyond$consumer$choice$
–  Exposure$of$opportuni2es$to$incent$compe22on$

–  Trade$partners$for$physical$load$and$gen$
–  Tailored$transac2ons$
–  Broad$perspec2ve$for$managing$risk$

•  Ques2oned$
–  High$profile$manipula2on$cases$seQled$w/$FERC$

–  Suspicion$of$“financial$traders”$adding$risk$
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Value)of)Trading)Is)Hindered)

•  Market$opera2ons$and$design$challenges$can$limit$
access$to$products,$distort$price$signals,$and$create$
unproduc2ve$cost$alloca2ons$

•  Regulatory/market$rule$uncertainty$as$well$as$
poli2cal$compromise$and$gridlock$in$governance$
processes$can$lead$to$subop2mal$results$

Un2l$we$have$improvements$in$these$areas,$we$will$not$
realize$the$full$value$of$electricity$trading$
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Market)OperaDons/Design)Issues)

•  RealK2me$price$forma2on$
•  Transparency$in$operator/reliability$ac2ons$
•  UpliW$
•  Cost$alloca2on$and$certainty$
•  Separa2on$of$market$components$(e.g.$energy$vs.$

capacity)$
•  Certainty$in$models$(e.g.$FTRs)$

We$need$to$ensure$well$structured$and$operated$markets$
that$promote$compe22ve$trading$ac2vity$via$clear,$
accurate$price$signals$and$incen2ves.$
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Regulatory)Certainty)Issues)

•  Clarity$in$regulatory$enforcement$
•  Market$rules$with$longKterm$stability$

•  Clarifica2on$of$“regional$differences”$
•  Break$through$governance$process$gridlock$and$unfrui[ul$

compromise$

We$need$stable,$consistent,$and$transparent$regula2ons$and$
rules$that$promote$confidence$in$par2cipa2ng$in$
electricity$markets.$
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Market)OperaDons/Design)ConsideraDons)

•  Encourage$market$designers,$monitors,$and$
regulators$to$improve$markets$to$func2on$in$a$
manner$that$increases$the$value$that$trading$brings$

•  Need$to$consider$the$impacts$of:$
–  ISO/RTO$markets$where$LMP$is$biased$downward$

–  ISO/RTO$prac2ces$of$relying$on$unKpriced$operator$ac2ons$
that$distort$price$signals,$both$shortKterm$and$longKterm$

–  Incen2ves$that$incent$the$wrong$behavior$
–  Cost$alloca2ons$that$can$harm$reliability$
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Regulatory)Certainty)ConsideraDons)

•  Encourage$regulators,$monitors,$and$market$
designers$to$work$with$commercial$en22es$to$
develop$clarity$and$certainty$needed$to$support$the$
value$of$trading$

•  Need$to$consider:$
–  Facilita2ng$an$industryKwide$process$to$provide$tools$and$
guidelines$on$an2Kmanipula2on$

–  Addressing$regional$differences$that$add$costs$
–  Governance$outcomes$that$run$counter$to$efficient$markets$
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