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We're In A Mess

1. California

Collapse of Poewer Marketing: Enron, Dynegy,
Aquila, et. al.

2
3. Collapse m ration
Companies: AES, L g€aliine, Williams

4. Diifif latory/deregiiatory schemes in
every stat;@"

b) Transmissi@gn’ Systems
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How We Got There

Recognition that regulation didn’®™work "
particularly well

= NUclear disallowances
= Large price diffeWween neighbering
® utilities |
= Politics, politics,y/
Siren Call o Compeétition: Trucking), Airlines,

Pipelines, Telecammunications S

Changes in the structure of optingal provision: the
Combined Cycle Cambustion Tukbine
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What Was Wrong with Our

d

OO0 000D

Deregulatory Vision?

Inordinate distrust of utilities

Inappropriate focu -retail;competition
Bad analogies » o

Discrepant visions regulaﬁ)ry entities with everlapping authority

Half-measures
Unwillingness to accept the rough-and-tumble of competition
Unwillingness to let prices go up

Inordinate focus on market power
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A Way Out

= Allow the FERC Standardized Market Design paradigm to work.

This does not mean, ok togcriticize parts of the plan... only that
jurisdiction e guashed
' ¢
“retion

= Provide cert mm\d
o
ocus enwhelesale coampetition. Retaillcompetition can be

people knew how: theyawyill w R
le from the proCedure i determine prices
delayed ... possibly forever. This shoeuld alse allay fears of

vy ,
State ﬁegulators. - e
s = Streamline apprMprocesseS for new generation in suEply- S

constrained areas

. VAT eohe bear tHe costs. Mifldoesn't Rave to bethe endk ‘m

user, but it eught te be an arms-length deal, e.g. New: Jersey. : . ' I

. “ Eray fior cool weather and lots of rain
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What Was Enron, Anyway?

*A Pipeline Company

*An Energy Trading Company

* A Bunch of “Rocket Scientists”
A Dot.Com

* A Hedge Fund

* A House of Cards

*Whatever You Wanted It To Be
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What Do You Get When
You'Cross Don Corleone

with an Enron Financial
Statement?
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The Possible Culprits

. Enron Management in their Role As Managers on

Behalf of Enron Stockholders

Enron Managers in their
of Enron Managers

s Managers on Behalf

Arthur Andersen, LLP v

Vinson and EIkins’;
!oolr

Moody’s and Stan

Investment Anal

_The Investors Wh Relled On The | srment Analysts

or Enron Manag
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My View, Part 1

On the collapse:

» Enron was a company which refused to tell
analysts, and even their own shareholders, what
they did for a living

» Amazingly, analysts recommended the stock
anyway, and, slightly less amazingly, investors
bought the stock anyway.

=« Whatever happened to caveat emptor?

= I've studied most of what's been published about
their collapse, and | still have no idea of anything
they did wrong, other than certain technical rules
Involving outside capital
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Enron and NASDAQ

Price History - EHE (6M1.M1997-9/30/2001)
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My View, Part 2

On Enron’s effects in California

« Trivial as far as the “smoking
gun” memos go

« FERC agrees with me

=« The California ISO agrees with
me

« Probably, on net, favorable

= A pure example of politics
trumping fact

The real scandal: early access to
the rules which were skewed to
their benefit. A common problem
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THE SHOCKING REASON! \ DRAMA .

THE
UNTOLD
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