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THE PROBLEM:

* The existence of captive customers gave utilities the incentive to minimize the
importance of:

* Planning.
* Respond to market signals
¢ This resulted in:
* Overbuilding.
* Inefficient operations and maintenance.
* Gold-plating.
e Regulators cannot plan and operate utilities better than utilities:
* Regulators can offer protection for consumers.

&

But regulators cannot, and should not try to, take over the planning and
operation of the utility.



WHAT CAUSES STRANDED ASSETS?

Bottom line -- rates are too high.
As long as customers are captive -- the problem is hidden.

However -- increasingly, many customers no longer are captive.

WHY ARE SOME CUSTOMERS NO LONGER CAPTIVE?

Options include:

*

Municipalization -- how far can they go?

»

Distant hook-ups.

*

Joint ventures with LDC'’s.

*

Franchise competition.

While these options are real, by far the most realistic option is co -
or self-generation.

Retail wheeling soon will be an option --

*

Even if a limited one.






