RTOGov Winter 2026 Research Workshop
February 9, 8:45 am - 3:30 pm, or whenever we are done talking!
Niskanen Institute, 1201 New York Avenue NW, Washington DC

Zoom connection information:
https://psu.zoom.us/j/957942899637?pwd=1ZNfsnelL 06j3NxFiBIbQAFBT1Cz731.1

Those connecting by zoom will be placed in the waiting room. Please set your zoom hame
to something recognizable (e.g., Seth Blumsack, Penn State) so we know who is joining.

Agenda

8:15-8:45 - Arrivals, coffee, breakfast

8:45 - 9:15 - Welcome, meeting logistics and RTOGov project/activity updates (Seth
Blumsack and Stephanie Lenhart)

9:15-10:00 - Josh Macey, Yale: “How to Kill a Public Utility”

10:00 - 10:45 — Dalia Patino Echeverri, Duke: "Characterizing Flexibility Requirements from
Large Loads Connecting to PJM"

10:45-11:00 - Coffee and snack break

11:00-11:30 - Elliot Posner, Case Western: “Stranded in Ohio: Wholesale Electric Markets
and the U.S. Political Economy of Power Plants, 2008-2022"

11:30-12:00 — Kathleen Spees, Brattle Group: “Markets vs. Contracts: Can we make this
bad marriage work?”

12:30-1:30 - Lunch and discussion: RTO Governance Through Large-Scale System
Change: Large Load Integration in PJM and SPP (Panel to include Jeff Dennis, CO2Efficient;
Jacob Finkel, Pennsylvania Governor’s Office; Steve Gaw; Seth Mayfield, SPP; Brian
George, Google)

1:30- 2:00 — View from the Hill (Kara Allen, Claire Kaufman, Kate Konschnik)

2:00 - 2:30 - Madeline Yozwiak, Carnegie Mellon: "Evaluating the Effect of FERC Order
1000 on Regional Transmission Investment"

2:30 - 3:00 - Margot Adam, Princeton: “Institutional barriers to regional and interregional
transmission expansion in the United States”

3:00 - 3:30- Lincoln Davies, University of Utah

3:30 - Final thoughts, wrap up

Paper Abstracts

Joshua Macey, Yale University: “How to Kill a Public Utility”

Abstract: One reason public utilities are so difficult to regulate is that they are often able to
hold up their regulators. Because utilities typically enjoy monopoly franchises, they face no
risk of losing market share when costs rise. As a result, regulators that want to levy a large
fine against a utility cannot trust that the cost increases that result from the fine will cause
customers to shift to a cheaper or more reliable supplier. Instead, regulators must choose



https://psu.zoom.us/j/95794289963?pwd=1ZNfsneL06j3NxFiBlbQAFBT1Cz731.1

between allowing the firm to become distressed, in which case the utility can plausibly
argue that significant penalties would impair its ability to fund routine maintenance and
necessary infrastructure upgrades, or authorizing rate increases that defray the deterrent
effect of liability. Similarly, a utility that faces higher capital costs increase, meaning that
the utility can argue that regulator compliance costs should be passed to ratepayers, who
may face larger rate increases if the utility’s cost of capitalincreases. And if a large fine
reduces a utility’s capital cushion, it may limit the funds available to pay future fines or
support future regulatory policies, again creating pressure for public utility commissions to
pass costs onto ratepayers.

These observations suggest that utilities raise many of the same challenges as systemically
important financial institutions. In both cases, the disruptive effects of large penalties
make it difficult for regulators to allow firms to fail, creating pressure for ex post
interventions that distort incentives to operate efficiently. To that end, to more effectively
utility regulation requires both ex ante an ex post interventions that ensure that
shareholders—not ratepayers—bear the costs of regulatory compliance. Ex ante,
regulators should structure utility financial and governance incentives so that penalties
can be imposed without threatening reliable service. Ex post, regulators must be able to
credibly commit to wiping out equity when utilities fail to meet their legal obligations.

Borrowing from the financial regulation playbook, this Article proposes a framework for
regulating utilities. On the front end, utilities should be subject to capital requirements,
stress testing, and executive clawback provisions so that regulators can impose liability
without worrying that the costs will inevitably fall to ratepayers. On the back end, regulators
should develop credible mechanisms for unwinding or liquidating a failing utility without
disrupting service. That means creating orderly liquidation or resolution process analogous
to those used for systemically important financial institutions. It also means taking
seriously the conditions under which states or federal regulators can revoke utility
franchises.

Dalia Patifio Echeverri, Duke University: "Characterizing Flexibility Requirements from
Large Loads Connecting to PJM"

Abstract: In this presentation, | will describe ongoing efforts to standardize key concepts
and develop a methodology for estimating system headroom to accommodate large loads
without requiring additional generation or transmission capacity. | will also present work
underway to characterize the expected frequency, duration, and depth of curtailment that
flexible loads may experience.

Elliot Posner, Case Western Reserve University: “Stranded in Ohio: Wholesale Electric
Markets and the U.S. Political Economy of Power Plants, 2008-2022"




Abstract: This study is an investigation into a recent episode of asset stranding in the
United States power plant sector. What influenced the decisions of owners and buyers of
nuclear and coal power plants between 2008 and 2022 after natural gas prices
plummeted? Using five illustrative cases from the state of Ohio, the paper aims first to
understand why incumbent investor-owned utilities, having long secured subsidies despite
the introduction of market-based pricing, faced increased uncertainty over their future
chances —a change prompting the selling and decommissioning of many of their power
plants. Then it explores the curious ubiquity of private equity and other financial-firm
buyers: Why would these investors — with business models reliant on creditors who care
about cashflow — want to purchase power plants that produce costly electricity and that
utilities had deemed stranded assets? The paper’s argument builds on work by Leah
Stokes, Josh Basseches, Nils Kupzok and other American, Comparative and International
Political Economy scholars. In contrast to the typical emphasis on state and federal policy
arenas, however, its argument draws attention to the role of wholesale electric markets,
incorporating insights from economic sociologists, EU specialists, RTO experts (like those
reading this abstract) and legal scholars, all of whom view markets as extensions of
politics. The ongoing (and slow-going) research behind the argument digs into asset
revaluation processes and the impact of political dynamics associated with the massive
U.S. market-building project. | envision this paper to be the first of several (with different
target audiences) and plan to extend the research to include power plants in other states
and to store the “dataset” (in the Qualitative Data Repository?) in two formats: financial
biographies of power plants and multidimensional timelines. This packaging of the data, |
hope, will make it easy for others to examine, use and expand. Last, and most important,
the paper studies the most recent example of asset stranding with an eye to generating
policy to help manage future bouts. What are the risks in the current United States buildup
of fossil fuel infrastructure? It seems possible that cheap electricity generated by wind and
solar will end up turning natural gas wells, pipelines, power plants and LNG facilities into
stranded assets. How would such a scenario shape the highly contentious politics of grid
decarbonization and electricity prices? What would be the best policies to manage it?

Kathleen Spees, Brattle Group: “Markets vs. Contracts: Can we make this bad marriage
work?”

Abstract: For more than two decades, many jurisdictions have shifted to a regime of
competitively-driven supply investments as a means to gain efficiencies, incentivize
innovation, open the market to more competitors, and shift investment risks from
customers to generators. But many competitively-oriented states also pursue supply
contracts to attract investments to meet a variety of policy goals, primarily either to serve
reliability needs or clean energy goals. In these jurisdictions, there is a dual (and often
dueling) system of economic incentives signaling producers on: (a) what resources to
build, and (b) once built, how to operate those resources. If these parallel systems of
markets and contracts work at cross purposes, they can produce a wide array of
undesirable and uneconomic outcomes. Examples include over-investment of renewables
in over-saturated portions of the grid, excess curtailments, insufficient investmentin
flexible supply, and mismanagement of energy-limited resources relative to their best




operational use. This disconnect grows larger in systems pursuing 50-100% clean energy
goals.

To tackle the problem, we propose that states aiming to decarbonize through competitive
means can pursue one of several models for market-aligned contracting and procurement.
Arranged from the most spot-market-oriented to the most planning-oriented, these
include: (1) Spot energy-only market + GHG price; (2) short-term capacity market +
RPS/REC market; (3) multi-product (REC+capacity) auctions (1-year commitments for
existing, multi-year for new); (4) all-source competitive procurements; and (5) centralized
planning with government or utility ownership.

Across all of these models, experience to date illustrates a number of lessons learned on
best practices for market-aligned contracting models, including:

e Establishing clear policy and reliability objectives, and translating them into specific
products

e Ensuring eligibility criteria are associated with resources’ capabilities (not specific
to a defined technology class)

e Structuring contract payment formulas that maintain efficient operating incentives
for resources to chase real-time energy and ancillary prices (e.g. using a “deemed”
or “indexed” payment structure, rather than a traditional feed-in-tariff or fixed-fee
approach that pays equally regardless of the resource’s profile or ancillary
provision)

e Similarly, maintaining efficient go-forward investment incentives for contracted
resources (e.g. to retrofit a renewable resource with a battery)

e Structuring procurements to minimize procurement costs across the unbundled
defined products (and then rebundle commitments or contracts as relevant for
winning bidders), which maximizes the scope of competition across resources, and

e Enabling retailer and consumer self-supply whenever they can identify cheaper
alternatives.

Madeline Yozwiak, Carnegie Mellon: "Evaluating the Effect of FERC Order 1000 on Regional
Transmission Investment"

Abstract: The U.S. has built few new high-voltage transmission lines in the last decade.
Stakeholders have argued that FERC Order 1000 could be partially at fault: because the
order allowed for competitive procurement of regionally planned lines, it may have created
an incentive forincumbents to invest in local projects to avoid competition. Taking
advantage of administrative statistics on transmission lines reported to the FERC, we
empirically evaluate whether Order 1000 decreased regional investment in transmission
lines using a difference-in-difference design. Our early results suggest that the order did
not affect the pace or nature of transmission nationally, contrary to common wisdom.




Margot Adam, Princeton: “Institutional barriers to regional and interregional transmission
expansion in the United States”

Abstract: Regional-scale and multi-value transmission projects provide system-wide
benefits that local reliability projects cannot deliver, yet they account for only a small
amount of total transmission investment. Although the importance of such investments is
well understood, the transmission planning processes of regional transmission
organizations (RTOs) are not well understood or documented in the literature. Efforts to
reform these processes to prioritize regional and multi-value projects, such as FERC Order
1000, have struggled with substantially shifting planning outcomes. This project seeks to
understand how current RTO planning processes themselves create barriers to identifying
and selecting regional-scale and multi-value transmission solutions. We aim to do so by
analyzing these processes through a participatory governance framework informed by
power, with attention to stakeholder participation patterns, collective decision-making,
access to information, agenda setting, shared authority, and related institutional features.

Lincoln Davies, University of Utah: Title/abstract forthcoming




