Electric Deregulation — Does it Help?
by Kaye C. Corprew

Wedcome to change. As of January 1, 2002, al dectricd customers, including
water didricts and water supply corporations, now have the option of choosng ther
supplier of dectricity and eectricd services As industry and consumers have
experienced in recent higtory, service deregulation such as telephone, trucking, arlines,
and pipdine transportation has brought forward many opportunities and chdlenges, and
some pitfdls. All of us in some way have had fird-hand experiences with the choices
that deregulation has caused. For example, how many times have you changed long
distance carriers? Through choices, we can possibly lower our codts, but we may have to
ater our behavior petterns in order to accomplish lower costs. Haven't you found that
the only rea way to reduce phone charges is to make your cdls a midnight? Electric
deregulation should offer amilar challenges and changes.

On October 12th JRP offered a pand of Houston-Gaveston Area Council (H-
GAC) and Texas Conference of Urban Counties (TCUC) representatives. JRP clients and
invitees got to tak face-to-face with H-GAC and TCUC officids. This type of forum can
greatly facilitate underganding and can bring important issues forward.  JRPB  will
continue to engage other knowledgesble sources to convey more light upon the
deregulation issue, to assig its clients with key decisons, and to provide leadership in
those areas that benefit water district and water supply corporations.

In current time, the advent of dectric deregulation offers the possbility of
immediate savings in the cdendar year 2002. As with dl possbilities there can be
downsdes as wel. The options avalable to smal commercid users, such as water
districts and water supply corporations, are:

|. Purchase dectricity through an aggregator, such as H-GAC Energy Purchasing

Corporation or Texas CUC Aggregation Project, Inc. (TCAP);

I1. Negotiate the purchase of dectricity directly with dectrica suppliers;

[Il. Negotiate the purchase of dectricity with the locd service provider to

maximize efficient use under current and post-deregulation rates and schedules; or

IVV. Do nothing.

Economics should drive the user's decison as to which option to choose.  As with
dl economic decisons, the reward and rik andyss should provide the proper
guidance.  These options may offer lower operating codss, operationd chalenges
(selective pesk load operations) or contractua obligations (term requirements or possble
pendties) that some users may fed are too binding. As with al contracts, caution and
caity are needed.  Notwithgtanding the postives and negatives, dectric service
deregulation requires thought and attention, and may offer subgtantid cost reduction to
many small commercid power users.

One other condderation that political subdivisons may want to condder in the
future is the aggregation of dectricity for ther resdents. A water didtrict, acting done or



through an aggregator, can negotiate the purchase of dectricity and energy services on
behaf of its resdents.

Contact your water didtrict atorney to evauate your Stuation and develop a plan
for the new deregulated system.



