Glossary of Terms: DRAFT

Ancillary Services: the services provided from generation resources, other than scheduled energy production, which are required to maintain system reliability and meet WSCC/NERC operating criteria. Such services include spinning reserves, non-spinning reserves, replacement reserves, regulation (automatic generation control or “AGC”), and voltage control and black start capability. These services, and any additional energy associated with them, can be self-provided by Load Serving Entities (LSE) on behalf of their customers. 

Bilateral Transaction: A transaction between two willing parties who reach an agreement under negotiated or standardized terms. For example, the sale of electricity from an merchant power plant or power marketer to a utility, a direct access retail customer and other large wholesale customers often takes the form of a bilateral transaction.  

Contingency: the unexpected and unplanned disconnection or separation of one or more components from the electric system.  For example, the loss of a generating unit is a “contingency” which will require the immediate use of operating reserves.  Similarly, the failure of transmission facilities can result in “contingencies” which require rapid reconfiguration of the transmission system.  Contingencies are reviewed during planning processes to develop a system that is robust and reliable.

CPUC: California Public Utilities Commission, the regulatory arm of the State of California which oversees the retail operations of public utilities as defined by law.
Day-Ahead Market: The forward markets operated for the supply of electrical power and Ancillary Services at least 24 hours before delivery to wholesale buyers and/or retail consumers.  
Demand Side Management (DSM): Measures or programs undertaken by a utility or consumer designed to influence the level or timing of energy consumption in order to optimize the use of available supply resources, thus allowing suppliers to defer the purchase of additional power.

Direct Access: Customer choice in the area of power supply.  California’s Direct Access program allows customers to purchase power from entities other than the traditional public utility (thus ending the monopoly provision of energy) but maintains monopoly transmission and distribution services from the public utilities.  Consumers enter agreements with “Electric Service Providers” (“ESPs”) consistent with utility tariffs approved by the CPUC.

Emergency: Any abnormal system condition which requires immediate manual or automatic action to prevent loss of load, equipment damage, or tripping of system elements.  System operators undertake actions during emergencies to avoid circumstances which might result in cascading outages in an attempt to restore system operation to meet the Minimum Operating Reliability Criteria.
FERC: Federal Energy Regulatory Commission, a regulatory arm of the Federal Government which oversees transmission services and sales of power for resale as part of interstate commerce.
Hour-Ahead Market:  the market is operated to provide energy and/or Ancillary Services for scheduling with the ISO 1-hour before delivery.
Independent Energy Producers Association (IEP): California’s oldest and leading trade association representing the interests of non-utility owned Qualifying Facilities (“QFs”), the owners of the older, divested power plants, power marketers, and project developers participating in California’s restructured energy markets. Initially established in 1982, IEP has traditionally focused on representing the interests of alternative and renewable energy projects. Since deregulation in 1998, IEP has represented several of the new owners of generation units acquired through divestiture as well as the developers of new generation projects.  In total IEP represents over 24,000 MW of generation, nearly one-half of California’s total capacity.

Independent Power Producer (IPP): a generic term to describe non-utility owned power producers.  The term is synonymous with merchant generators, cogenerator, non-utility generator, private power producer, Qualifying Facility (QF), and exempt wholesale generator (EWG).

California Independent System Operator (CAISO): A non-profit entity established by AB1890 to operate the transmission system in a safe reliable manner.  The CAISO does not own the transmission system, but was established to eliminate the possibility that the utility owners would discriminate in access to the transmission system in favor of retained generation or affiliated companies.
Interconnection: The point at which the generation facility connects to the transmission or distribution lines.  Interconnection facilities are typically constructed to the utility’s specifications at the expense of the  generator or customer.  
Investor Owner Utility (IOU): a public utility entity providing retail services whose assets are owned by investors.  Examples include Pacific Gas & Electric Company (“PG&E”), Southern California Edison Company (“SCE”) and San Diego Gas & Electric Company (“SDG&E”).  IOUs are distinct from other forms of utility companies such as irrigation districts and municipal utilities.  IOU retail services are regulated by the CPUC.
Load: a generic term typically describing an operating machine or other source of power consumption.  Interconnected load imposes demand on the electric system when it operates. 

Load Serving Entities (LSE): Public utilities, electric service providers, marketers or aggregators who provide electric power to consumers.

Local Publicly Owned Electric Utilities: a municipal corporation, a municipal utility district, an irrigation district, an electric cooperative or a joint power authority (which can include one or more of the agencies listed above) furnishing electric services over its own transmission or distribution facilities.
Long-Term Fixed Price Contract: a bilateral transaction with a term that often extendes for a significant period at a predetermined price.  For example, a long-term fixed price contract may run for 1 year, 5 years, or 10 years and could provide power of all hours of the day or some portion of the day such as the peak period (hours ending 7-22) or off-peak period (hours ending 1-6 and 23, 24). Long-term fixed price contracts provide greater pricing and supply stability as compared with reliance on the last-minute “spot” markets.
Market Clearing Price: a price for energy or Ancillary Services established through a competitive process by demand and supply bids.  The Market Clearing Price is established by the point of intersection between the cumulative demand bid curve and the supply bid curve for the applicable hour.
Must Take Resources: generation resources owned or controlled by the IOUs that do not directly participate in the competitive marketplace, but which are included as part of the utility’s supply portfolio.  Such resources were secured by the utilities prior to restructuring and include QF generating units, nuclear units, and pre-existing power purchase contracts with minimum energy take requirements.  Certain assets were provided must take status to avoid a host of issues associated with contract abrogation or similar ratemaking problems.
NERC: North American Electric Reliability Council, a voluntary association established to develop standards for the reliable operation of interconnected utility control areas.
Obligation to Serve: a traditional regulatory obligation associated with the granting of a monopoly service franchise which requires a utility to provide electric services for all customers and to assure adequate supply of electricity now and in the future.  California’s industry restructuring efforts has modified the IOUs’ obligation to serve as to power supplies, but has maintained that obligation as to distribution (wires) services.
Outage: the loss of operating ability of a resource, either as part of a planned maintenance program, or due to an unplanned (“forced”) event.  See also, Contingency.
Performance Based Ratemaking (PBR): an approach for establishing regulated retail rates or revenue targets based on utility performances objectives adjusted for productivity factors, rather than the more traditional  cost of service approach.  PBR approaches were suggested by the IOUs as a way to streamline the lengthy regulatory process and to provide more incentives for productivity enhancements.  PBRs do not completely substitute for cost of service ratemaking via “general rate cases”, but they do allow more time between the complex regulatory proceedings and provide the utility management greater flexibility and managerial discretion.

California Power Exchange (CalPX): a non-profit corporation responsible for conducting a competitive power auction for “spot” and “forward” supplies.  The California Power Exchange will be responsible for scheduling generation in its scheduling (e.g., day-ahead, hour-ahead) markets, for determining hourly market clearing prices for its market, and for settlement and billing for suppliers and UDCs using its market

Qualified Facilities (QFs): cogeneration and small power production facilities, such as renewable resources, operated consistent with Federal Law (the Public Utility Regulatory Policies Act of 1978 or “PURPA”).  QFs were some of the first non-utility generation assets constructed and operated by private capital.  QFs typically provide energy and capacity to IOUs under long-term contracts approved by the CPUC.  Most new generation capacity constructed in California in the decade prior to industry restructuring has come from QFs.  
Real-Time Market: The competitive market operated by the CAISO for the purposes of securing last-minute (realtime)  imbalance power necessary when load serving entities fail to schedule adequate supplies.
Regional Transmission Organization (RTO): a regional transmission organization established to operate the high-voltage interstate transmission system in a reliable, non-discriminatory manner, and to coordinate with other critical entities, such as participating utilities and generators, neighboring RTO’s and power exchanges.

Reliability: the degree of performance of the elements of the bulk electric system that results in electricity being delivered to customers within accepted standards and in the amount desired. May be measured by the frequency, duration, and magnitude of adverse events (“contingencies”) on the electric system..

Scheduling Coordinator: an entity authorized to interact with the CAISO through the submission of  balanced schedules and related energy or Ancillary Service bids on behalf generators and loads.
Spot Market: a generic term referring to markets near the time of delivery.  See also, Real-Time Market

Unbundle: The process of separating an integrated utility’s generation, transmission and distribution functions into their individual elements for ratemaking purposes.  Unbundling is a necessary step when transforming a monopoly market structuring into a competitive structure.  
Unbundled Services: The separation and identification of individual rate components on a customer’s bill to correspond with the various individual service functions such as generation (or commodity), transmission, distribution, public purpose programs and stranded cost recovery.  By providing unbundled rates for unbundled services, regulators provide customers with some of the information needed when exercising customer choice among service options.
Utility Distribution Company (UDC): a regulated public utility with distribution (wires) assets needed to deliver power to retail customers.  UDCs own, control and operate the lower voltage distribution systems which are local in nature.
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