Syllabus - Spring 2008, Second session
Introduction to Electric Power Markets

GWH II  3110
Tuesday-Thursday

11:00am – 12:15 pm
1.5 Credit  hours

Gregory A. Thurnher, Adjunct Professor  
Room M119, GWII, Phone 314-2662
All classes meet from 11:00-12:15 pm unless otherwise indicated. A brief synopsis of the sessions follows:
Introduction:

If Adam Smith’s invisible hand leads power markets, it has most certainly mutated to have twenty fingers.  The number of players in power markets, their competing interests, and evolving regulatory policy give electricity markets a unique niche in the world (North America, in our studies, due to Transmission Constraints) of commodity trading.  The unique physical characteristics of its product, coupled with the nature of its delivery (and associated constraints,) have created opportunities for trading shops and major corporations to rise and fall in a little more than a decade.  As this market (slowly) matures, and regulation continues to improve market transparency and efficiency, it will be a bumpy ride.  To better understand where these markets are going and where they have been, we will study the history of these markets.  With a concrete understanding of the market evolution, we will investigate what variables (both physical and political) influence market prices on a long term, day ahead, and real time basis.  We will also study the infamous market failures, and how regulators have responded to eliminate opportunities for indiscretion.  The course will conclude with a brief look at recent regulatory enactments to more closely align the interests of all market participants and stakeholders (and perhaps make the invisible hand seem more human!) 
Tentative Course Schedule

Thursday, March 6th
1. The Physics and Economics of Electricity:  Make or Buy, Take or Pay, Now or Never!
“Key facts about the Electric Power Industry,” Edison Electric Institute, Washington, D.C.  Section 2, Generating power and getting it to the Customer.

Field, Barry C., Natural Resource Economics.  Pages 215-220.

“Understanding the Grid”

http://www.nerc.com/about/thegrid.html 
Tuesday, March 11th
2. The Utility:  A vertical monopoly; broken up into very distinct parts

3. Carving out a piece of the pie (load):  A brief history of electrification
“Key facts about the Electric Power Industry,” Edison Electric Institute, Washington, D.C.  Introduction, Section 1.  
Thursday, March 13th
4. The beginnings of modern day regulation:  The Federal Energy Regulatory Commission and the North American Electric Reliability Corporation

“Key facts about the Electric Power Industry,” Edison Electric Institute, Washington, D.C.  Introduction, Section 3.  

About NERC:  History and evolution

http://www.nerc.com/about/history.html
What FERC does / What FERC does not do

http://www.ferc.gov/about/ferc-does.asp

Tuesday, April 1
5. Three Mile Island, Chernobyl, and a “coma” for U.S. Nuclear / Utility Generation Construction
“Reviving Nuclear Power from its Coma,” New York Times, November 18th, 1990.

http://query.nytimes.com/gst/fullpage.html?res=9C0CEEDD123BF93BA25752C1A966958260


Nuclear Power after Chernobyl, Fortune Magazine, May 26th  1986

http://money.cnn.com/magazines/fortune/fortune_archive/1986/05/26/67600/index.htm

Three Mile Island:  Five Years After


http://www.sff.net/people/K-Mac/three.htm
Thursday, April 3
6. Energy Crisis of the 1970’s and its implications on the U.S. Utility 
7. Jimmy Carter’s Public Utility Regulatory Policy Act (PURPA):  Paving a road for deregulated wholesale power markets.
The Public Utility Regulatory Policies Act:  Government Involvement to Remedy Energy Crisis:  PURPA.
http://americanhistory.si.edu/powering/past/history4.htm
Tuesday, April 8
8. Mid-Term:  In class Essay
Thursday, April 10
9. Lessons from other industries (natural gas, telecom):  Deregulation and its implications
Readings to be distributed in class
Tuesday, April 15
10. Open Access:  FERC Order 888/889 and the formation of deregulated wholesale electricity markets
11. Competitive Market Design

Hogan, William W.  Competitive Electricity Market Design:  A Wholesale Primer

http://ksghome.harvard.edu/~whogan/empr1298.pdf

Thursday, April 18
11.  Economic Dispatch, Locational Marginal Pricing, ISO’s and Transmission. 
12. Independent Power Producers / Qualified Facilities  
Harvard Business School Case:  Calpine Corporation:  The Evolution from Project to Corporate Finance 

Gray, Jeffery McIntyre, “The Regulatory Environment and Industrial Restructuring:  The Case of U.S. Electric Power.  Chapter 3:  Recent events and Historical Overview

Handout (distributed in class)

Tuesday, April 22

Guest Speaker

Richard Riley, Vice President, Transmission Regulatory Compliance

Entergy Services, Inc.
Thursday, April 24
13. California Energy Crisis  

14. Enron, Dynegy, Calpine and their implications on US Power Markets.

Stephen P.A. Brown, “California’s Electricity Woes:  A Vision of the Future?” The Southwest Economy, Federal Reserve Bank of Dallas, May/June 2001.
Larson, Nathan, and Salant, David, Equilibrium in Wholesale Electricity Markets, November 13, 2003.
IEEE Article--Handout
Tuesday, April 29th
15. FERC Order 890 / FERC Order 693; The marketplace meets reliability
Becoming the New NERC

http://www.nerc.com/about/ero.html
FERC Order 890 Fact Sheet

http://www.ferc.gov/industries/electric/indus-act/oatt-reform/order-890/fact-sheet.pdf
Statement of Chairman Joseph T. Kelliher on Electric Reliability Organization (ERO)
http://www.ferc.gov/news/statements-speeches/kelliher/2006/02-02-06-kelliher-E-1.asp

Thursday, May 1
16. Federal Energy Bill / Renewable Portfolio Standard and Restructuring:  Implications for the future
Bushnell, James. Making the Call: Evaluating the Success or Failure of US Electricity Restructuring. Presentation to the HEPG Forty-Ninth Plenary Session. December, 2007. 12 pages.  http://www.ksg.harvard.edu/hepg/James_Bushnell.pdf

Summaries, Edison Electric Institute, Energy Policy Act of 2005 (Handout)
Friday, May 2nd 
17. Final:  In-class essay.
Statement of Assistance Accommodation of Disabilities
Any student with a disability in need of course accommodations should request accommodations through the University’s Office of Disability Services (ODS) located in the Mechanical Engineering Building.  Please do this as soon as possible.  Provide a copy of your approved accommodation form from ODS to each professor in whose course you wish to receive accommodations. I am committed to working with the Office of Disability Services to ensure that all approved accommodations are provided.  If you do not deliver the approved accommodation form to me, I will not know you have been approved to receive accommodations and will have no basis for providing those accommodations.
HONOR CODE:

We will be studying ethical failures at times in this course:  those who choose to demonstrate ethical failures will not be tolerated.  As evidenced in the past, reputation is everything when participating in a marketplace.  I expect my students act accordingly.  While attending this class, you are a student at the A. B. Freeman School of Business and a member of our community.  The students and faculty at the Freeman School are committed to academic excellence and do not tolerate any form of academic dishonesty.  All work performed in this course is subject to Tulane Graduate Honor Code of Academic Integrity. 
Grading:

Your grade will be determined by three components:

15% Participation:

Participation will be graded objectively.  Students earning full credit will have demonstrated their understanding by commenting on the material thoughtfully in class (quality, not quantity.)  Try to connect the dots between the readings and class presentations.  Of course, when unable to do so, please ask questions.  This will improve your participation score as well.     

35% Mid-term:  This will be an in-class, open book / notes essay.  It will cover all material up to the date of the mid-term unless I notify you otherwise.  

50% Final:  This exam will be the same format as the Mid-term.  It carries more weight as it is all-inclusive of the material, and will allow you to demonstrate your true understanding of Power Markets.  


 

Credit is awarded for grades of C or better

A = 94 to 100


A- = 90 to 93


B + = 87 to 89


B = 84 to 86


B- = 80 to 83
C = 70-80
F = Below 70
