GLOSSARY FOR THE BODY OF KNOWLEDGE ON THE REGULATION OF
UTILITY INFRASTRUCTURE AND SERVICES

Abnormal loss When total revenue fails to cover total cost. Firms tend to abandon indyigthitsg
abnormal losses; then, as supply falls, prices rise amdahrofits return.
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Abnormal profit- A profit beyond that needed for the firm to continue production. Véeormal or
supernormal profits persist, the industry attracts new firms, supplies incpgiaesfall, and normal
profits return unless there are barriers to entry.
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Abuse of dominant positionMisuse of dominant market power by firmsnbaintain or
augment their favorable market position.

B~ Abuse of dominant positién- o 3 1 bz b a "~ VvG
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Access- Ability for a potential entrant to enter a market. Alternatively, in a network indubty,
ability for a consumer to hawgeconnection so as to obtain a service. Access often requirasfixed
investment by the supplier (such as distribution facilities), so pricing access bezaegglatory
issue.

Access§ -- L ~ Z A N 3T° -
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Access charge A fee levied for connection to a network that permits access to a seryicedoict;
e.g., the charge for use of a wutilityds transmissi

" Access charde- " N U S ~ 9 "o Y E
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Access pricing The amounts charged for access to a service or product.

ao ~

E" Accesspricing - 0 W F A

Accountability - System of procedures that leads to clear assignments of responsibility and clear
documentation when obligations anet.
kK L/ L~ Accountability - @ Ny K Ty K No y

L A

Accounting separationKeeping the accounting for different businesses or parts of busivetisies
companies separate so that costs and revenues can be clearly identified vassitiated enterprise.
Accounting separation is essential to ring fencing, but it may alsadertaken for different activities
within the same business organization, for instance accows@payately for maintenance of overhead
and underground cables. Fwdal statements releaséy most companies have been prepared to
comply with the requirements of laws governicgmpany operations. Thus, data so presented will
seldom provide the information required feffective utility regulation. The regulator wilh¢refore
stipulate what accounting informationrisquired and how it must be presented, even if that means
keeping separate accounts ativities that had previously been considered together.
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Accounting: The bookkeeping methods involved in maintainin§inancial record of business
transactions and in the preparation of statements concerning the assets, liabilities, and ogmrsing
of a business. The three main accounting statements are the Income Statement, Balencand
Statement of Cash Flaw

e« ~
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Accrual Accounting: The method of recording transactions by which revenues and expenses are
reflected for the period in which they are considered to have been eathettamed,respectively,
whether or not such transactions have been settled finally by the receipt or pafroash or its
equivalent.

0 L* Accrual Accounting - ‘ W 4 p 0 i
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Acid test ratio- A financial ratio is calculated by Current AssetStock divided by Curreritiabilities.
By subtracting inventory and work in progress, this ratio yields a prudent meassherttrm
liquidity since it is not always possible to convert stock into cashlateiuie.

: "~ Acid test ratid - W + - w1t GA 6«
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Ad valorem tax This tax is a percentage of the selling price; e.g., Value Added Tax

t E ~ Advaloremtax - E No o v A

Administratve Bodies: a unit with managerial or organizational responsibilitiesegulatory
commission could be viewed as an administrative body with oversiggponsibilities for
infrastructure suppliers.

hr ~ Administrative Bodies - | A W b
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Advances Loans provided by a financial institution.

~ Advances - L S

Adverse selectioitWhen the operator has private information about its innate ability to pewiehim
or about its customers, this is called adverse selecticaube the operator has an incentovéell the
government that the situation is worse than it really is when the governmaetiéing the rules
under which the operator will provide service.

"~ Adverse selectioh - "6l v4 "6l H nb

Advisory Bodies: Some regulatory commissions have established groups that providegapding
sector performance. These boards are generally consultative bodies that febthiack from
consumer groups.

" Advisory Bodie§ - W L 3 DbH N L
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Affiliate - A person or organization associated with another person or organization. In bukimess,
word often refers to corporate partners.

" Affiliate™ - @ bioT. e . A 3 T °3 A

After-tax cost of debt When interest payments are included as a business expenseché&folating
profits for incomer tax purposes, the stated cost of debt (interest rate) is athefonenber (such
as .10). Thus, if the tax rate is 40%, theraféx cost of debt is less than .10, sitdgher interest

expenses reduce the borrower 6s t debtwbuldbd.06. So i n thi
U r " After-tax cost of debt- o % z H T -
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Agency problem A probl em arising from having agf@nts cont |
othersé benefit; e. g., director s, manager s, and
stakehoad sdetrs6 AAgency <costso can result from ins
inadequate governance procedures.

| ~ Agencyproblemi- k9 | wr_ # L 0 Ao E
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Agency Structure: An orgarational chart of the agency's sections and lines of respongivdijdes
a view of the formal links within a commission. In addition, there are generallydasefiptions of
roles of the various divisions, along with the names and titles of staffetBoesthe structure is
established in a law. In other cases, the structure can be modified by thelagdecship in response
to changing industry conditions.

- ~ ~ Agency Structure - b [ .
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Aggregator(s)- One who assembles a group of buyers or sellers, in contrast to a mavkete
represents a group of buyers or sellers.

/ " Aggregators - b 9 N / y
/ Y A
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Allocative efficiency- A situation where production is at least cost (production efficiency)p&and
equals marginal cost. As a congeqce, marginal benefits to consumers who purchaggddect are
equal to the opportunity cost of supplying it. The resulting mix of productdearts of production
yield maximum benefits, given the production technology, available ingriisconsumepreferences
and incomes.
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Alternative dispute resolution (ADR)A substitute for litigation (adversarial lawsuit) as a way
establshing regulatory rules or reaching consensus on decisions. ADR provides a meatike to
disputes without recourse to the formal judicial system. The process could imedatiated
settlements among the parties potentially affected by a ruling. Theld lmemediation, where one
party assists in settling differences among contending parties.appchbaches can represent a less
expensive and speedy mechanism for reaching agreemenpdhicipating in a formal hearing
(where there seem to be winnersl &msers) or engaging incntentious appeals process.

0 _ Ly _ L~ Alternative dispute resolutionADR™ - b u
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Alternative electric supplier (AES) A term that can be applied to competitive suppliergesdil
electric services.

n zt Alternative electric supplieAES™ 91 iz a -+ z
Fot A

Amortization- The act or process of recoveringapital cost through a specified numbereaxfurring
payments.

(Amortization™ 0 - Y A

Ancillary services Services related to the stability of an electrical system; e.g., generatieseoie
capacity, regulation of voltage.
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Anti-competitive behavior Be havi or t hat protects a firmds

predatory pricing.

i JU w (Anti-competitive behaviof w G o 3 z B yo D

EA T ' I W L

Appeal bodies Entities identified in the law who are available to parties affected tagalatory
ruling. The entities can review the decision, and determine whether it was consitieiie legal
mandate given the regulator. Generally, such appeals are evatratde basis ofwhether the
regulator followed due process that developed the factual basis necessaagliorg a decision.

(Appeal bodies™ i t n H A
Y ) VT ib W OA T G
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Appreciation- The rise in value of an asset.

v (Appreciatiof™ ~ E v v A

Arbitrage - A quick purchase in one market and saleaimother to benefit from different price
structures or changes in prices.

as ~

# (Arbitrage™ b y av¥F”
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Asset(s) Owned value; the items on a balance sheet showing the book value of property owned.

~, ‘ ~ ~ ao ~

¥ (Assety™ Y ¥ it o3 EV A

Assettransfers Upon the sale of a company, control of its assets is given over poittigasing party.
When assets are moved between divisions of a corporation, regudatbigrities will monitor the
transfers, since the sale can hawmplications for regulated prices.

” (Assettransfery™ L ¥ E* 3 v L y A W
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Auction: Any of a number of methods for determining sales price. Interested parties plaa@dkticis
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highest bidder obtains thigem if the bid is greater than the reservation price (mininagoeptable
bid). Alternatively, there can be an auction for a subsidy to provide a service (sahigh cost,
unserved geographic area); in such cases, the lowest bid wins the subsidyar€harnumber of
different types of auctions with a variety of characteristics, including Cauctions and second price
auctions (see Vickery auction).

v (Auction)™ E N\ T w MA Noz ¥ E~ E ¢ E°

Authorized payment locatiorA location other than the utility business office where bills lmapaid.

O " Authorized payment location™ 'E H3 o3 WE Yy "y v Ao
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Average cost pricing Setting prices according to average costs.

E"~ Average cost pricing EA

Average costs Total cost divided by level of output yields the average cost for eaclpnoditiced;
this usually appears as sshaped average cost curve as returns increase to the pdintinihing
returns.

"~ Average cosfs ™~ y” [V 8 A uWa
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Average fixed cost (AFC) This variable is calculatedybdividing total fixed cost by totabutput
produced. AFC declines as output increases, spreading fixed costs over a greaterofiumtier
produced. Average Fixed Cost plus average variable cost equals average total amgtpfanticular
output level.

(Average fixed cosAFC)~ @ | Y A
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Average rate of retura This method of appraisal measures the net return from an invesament
percentage of its original cost.

" Average rate of retufrn™ W E TN
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Average revenueTotal revenue divided total output.

ao

" Average revente™ R Y

Average tax rate In the case of income taxes, the total tax bill divided by the total incbhie can
differ from the marginal tax rate because of progressivity in the tax rate, exemptiotigerdiactors.

" Average tax rafe” Y Yo 0 Y - A
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Average total costs (ATG)See average cost

"~ Average total costsATC™ ~a  average cost

Average variable cost (AVG)The total variable cost divided by total output.

ao

i "~ Average variable cosAVC)™ " { Y A

Averch-Johnson effect (AJ effectNamed after two economist who developed a stylmedel of the
rateof-return regulated firm. They found that when firms are subject tofatturnregulation, if the
allowed return is greater than the required return on capital, the firmenidl to ovefinvest in
capacity. This incentive to increase the level of cafityond what isneeded for economically
efficient production involves a numar of assumptions about futualowed returns and the future cost
of capital.

- A-J (Averch-Johnson effecidd effect)” A-J Y H B
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Avoided cost When a unit of output is not producedtal cost falls. Avoided cost is tlecremental
cost that is not incurred when the additional output is not produced. For extrapkrm can refer to
the cost avoided by an electric utility when another service option egigis; an independent
gererator. Such costs can be the basis for the rates independent supgdises from utilities.

" @ " Avoidedcost ~yBY ¥ v mn A 6 d e
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Backward integratonr A r ef erence to a firmds acquisition of
productionlevel preceding its own; e.g., an electricity distribution company that bugdeatricity
generator.
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Balance sheet A financial statement prepared annually for shareholders and statogrep any 6 s
assets and l|liabilities. Li ke a f i nathatmoméntis napshot
time, the balance sheet shows the value of the assets as being dgbdities plus the net worth of

the company.

ap ~
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Banded Rate of Return Regulation: Specifies a range of returns that a regulated comi@mgdsto
earn before profit or loss sharing sets in. This approach provides gneatgives tahe company to
keep costs down than a system that establishes caps on returns, since cdstsiiéndp if all

savings are immediately passed on to customers.

<l

Banded Rate of Return Regulafiofi o3
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Bandwidth- The capacity of a telecommunications line to carry signals.

Bandwidtlh ~ HD H~ z A

Bargaining: Activity that involves negotiating an agreement that is acdeptaparties to @ontract
or an accord.

W A

\ " Bargaining — oa H

Barriers to entry- Factors that make market entry extremely costly for outside firms. Faadors
diverse as political restrictions or patents can discourage potential tentpamticularly since
established firms in an industry already have a variety of advantages.

Version date 12 May 2009 90f193



b
1

Barrierstoentty "a o3 ~ H \
- LaFrz a i Bogi ) ’

>

Base rate The interest rate that banks and other financial institutisasag a basis for all thather
rates; i.e., interest paid for loans will be above this rate while the interest on saxdéngsts will be
below it.

%% " Base rate ~ [ by ir# # AbD #
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Base year The 12month period in Wich calculations are made for comparison with oylears.

Baseyear ™~ G6bi T M 12 A

Bearer ServicesTelecommunication services that provide the necessary capacity to trhaesaden
specified access points.

3 +~ BearerServicés™ H FT: ~ ° o " HTD ZA

Benchmarking A means of quantifying the relative performance of companies or divigoch as
regional distribution companies). Summary performance indicators, such as outpudrer, are

often used to identify trends, determine basslimad identify reasonable targetsased on a sample

of comparable firms. Performance scores can also be based oocammehensive production or cost
models, using econometric or data envelopment anafysidies vary in levels of sophistication and
ea® of interpretation, but all can provide importariormation regarding the relative performance of
firms who face comparable productioonditions. Another approach, process benchmarking, involves
detailed analyses antbmparisons of company operatingacdcteristics in the vertical production
chain. In additioncustomer surveys are often used to monitor customer perceptions regarding service
quality, reliability, and responsiveness to customer complaints. See yardstick regulation; competition;
comparatie; efficiency measurement.
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competition.comparative; efficiency measuremant
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Bertrand Model A model of oligopoly featuring firms producing a homogeneous goodiaaiding
simultaneously and separately on the price to charge.

ao ao ~

R H " Bertrand Modéel o3 E v A

Beta- The coefficient representing the degree of correlation between stock market returwhals a

and the returns on a companyds sharésrmba bbheaCaph
greaterthes y st emati c ri sk of an i nvedfficieneoil imgliesthathat f i rr
the firm is of average risk).

Betd ~ r I ba T H A
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Bidding: To make amffer of; to propose. Specifically: To offer to pay ( a certain price, as tling
put up at auction), or to take (a certain price, as for work to be done under a contract).
Bidding” ~ 0 ¥ ¥ - F LE "0 M T E” ¥

E” ! b ire "A

Bilateral cantract- A legal commitment for one party to purchase and another party to sell; for
example, a direct contract between a power producer and a user or broker who is ceisicdized
power pool.

{ .~ Bilateral contraét "y M{ H Ao “ We z Y o3b
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Bilateral monopoly A market that has only one seller (monopolist) and only one buyer
(monopsonist).
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Billing cycle - The time period during which a utility calculates customer servieeanddelivers a
bill stipulating a due date for payment.

) " Billing cycle™ ~ L a Fyi 0 i
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Billing surcharge- An additional percentage madp on the total bill, reflecting authorized
modification to the published tariff. Such a swagfe may be used as a transparent subsidgtiier
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groups of consumers or to cover costs incurred to meet an unusual circumstance &ocim as
damage from a particularly violent hurricane).
v 1~ Billing surchargé =~ © H A D 171 a E

E A w r G
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Billing unit - Phone companies measure and price -distance calls in billing units, usuallyne
minute, with charges rounded up to the next unit on completion of the call.

O Y "H Bilingunit™ ™ Ho3 1B~ W WNe ~
[MWa EYHA

Bonds- A means of revenugmising on the part of companies and governments by issuing debt
instruments at a given interest rate and maturity date.

v |~ Bond§ To3 0 # [ IS A

Bottleneck facility- A point on a nwork (such as a power system) through which all sepricducts
(like electricity) must pass to reach the ultimate buyers. When there is limited cagebity point,
decisions are necessary to prioritize deliveries (allocate capacity) and deteringiher to build
additional facilities to relieve the constraint.

ao
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Bottleneck facility —
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Bottomup approach (to modeling of costs)Calculating costs by identifying and totaling the
expenses associated with inputs (laborjmgant, etc.) used to produce a given level of oufiput
product or for an entire product line.

, Bottomup approach ™ v b - |
~ 5 |X - H ~ G ao ap ap ao A

Brand loyalty - Consumer preference for a particular brandieceed in a reluctance to switch
suppliers.

Brand loyalty ~ z - b L A
Breakeven pricing- The price at which a firm makes no profit but suffers no loss and so l&esatks
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total revenue equals total cost.

T E”~ Breakeven pricing “ao3 b #3bT ~ [ T oM -

G E A

Broadband A service or connection that allows a considerable amount of informatiorctmbeyed,
such as television pictures. Generally defined as a bandwidth > 2Mbit/s.

Broadband ~ "H H ~ "E” D F Y N
G 2Mbit/s w A

Broker- An intermediary in the vertical chain of production. For example, a retail agenteémeingy
sector who buys and sells power; may also arrange for transmission and other services.
T ~ Brokef ~ Y 3 i T Ao 3T ¥ z y
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Brownout- A circumstance of reduced supply of electrical voltage, particularly during timeiglof
demand. The result is a dimming of the lights and potential damage to sensitive abgdiaicces.

4 v~ Brownout ~ 6 . 4b R | F A
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Budgets: An itemized forecast of an individual's or company's projected income and exXpenses
some period in the future.

Budgets ~ @. o3 o ~ F N A

Building societies Financial institutions that spedz in mortgages for home buyers.

5 ¢ ' v " Building societies ~ F L A

Bulk power supply Wholesale supply of power in bulk quantities.

L~ Bulk powersupply ~ ot A

Bundled service Including a variety of services in combination. In tel@enunicationsinternational
service could be combined with local calls. In electricity, the supplier nagimbine generation,
transmission, distribution, and related customer service and spctibns as a combined service.

Version date 12 May 2009 130f 193



F~ Bundled service ~ F A H 3T F® b s F
Az 37t W z ap a yi 7 Fa "w

W Dbu FA

Bypass- Delivering a network service without using (and paying for) a link that is typically fosed
service provision. For example, telephone service might bypass the logaleconmy 6 s officeeand r a |
connect directly with a londistance company.

Bypas§ " b~ U T g L FAp ~ H FTw
HE" ~ HE A T ' r L~

Cable- A bundle of paired wires that carry multiple telephone connections or circuits.

~ Cablé ~ H W A

Call termination- The activity that involves signals reaching the telephone number desigsatieel
destination.

~ Call termination —~ HH~ [ -~ u A

Calling plan- An option that allows people to save money on telephone calls ta@incareas at
particular times of day.

Calling plain ~ L2 8 v m %A

Capacity- Plant and equipment that determine the potential output of a production facility.

ao ao ao

/ z"~ Capacity ~ _ y4 A

Capacity charge(sometimesreferredo as t he Ademand chargeodo or fisyst
maximum amount of electricity used at a given time, the capacity chaageassed according to the

peak demand and can be one factor in apgam pricing method usefibr cost recovery. (Eneyg

charge is the other factor) When metering does not identify the dfimtee system, peak, the

customers own peak kW demand is used for billing purposes.

E~ Capacity charge™" b I demand charde | system use charBd ¢

p E E H L e bu" G
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Capacity release When a customer is not using all of the capacity contracted for, capaleise
allows a secondary market for capacity.

" Capacity releaSe ~ a v G, “ ¥

Wak 5t A

Capacitybased charging Using the cost of the necessary capacity for providing service dmsie
of charges.

G " Capacitybased charging”y t+ F by A

Capital - Manmade, as opposed to natural, resources (e.g. equipment, buildings); a factor in
production.

an ~

" Capital ~ b a ¥ a T by
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Capital Asset Pricing Model (CAPM): A financial model for valuing stocks ogragissets brelating

risk and expected return. Risk is defined as thediegrsifiable market risk associatedth the asset.

In the case of stocks, a portfol i otalkertobeltHe st ocks
measure of risk.

ao

E " Capital Asset Pricing ModelCAPMY™ b -
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Capital employed Capital Employed may be defined in a variety of ways, the most corbeiag
Fixed Assets plus Working Cagdif@urrent Assets less Current Liabilities).

- ao ~

\l " Capital employed "\l H ¥
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Capital expenditure Also referred to as investment; annual capital expenditure is spending on
equipment, including buildings and machinery.

¥~ Capital expenditufe ™3 b A ¥ T il

A

Capital gains The difference between the initial cost of an asset and its later sale peicenamic
value. For a stockholder, the capital gain is the difference between the stock saagiteurchase
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price.
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Capital markets Markets that facilitate the issue and trading of financial securities (eliitgis, and
other instruments)

Capital markefs ~ - av fyii F- 0 ‘ A

Capitalintensive- Economic activities requiring a high proportion of capital in relation to |abdr
other variable outputs.

Capitatintensivé ~b '~ i 11 - o ~ w A

Captive customer One without realistic purchase altetimas. In the energy sector, suclcwstomer
buys from the local utility even when it has the legal right to buy from its competitors.
Captive customér™ [ A 3

Ju y F £ P71 37 o3 FA

Captured agency A government agencynduly influenced by economic interest groupeectly
affected by its decisions. The resulting public policies favor special interests rathéndhgeneral
public interest. E.g., a regulatory agency that enacts policy beneficial to falamidgrops at the
expense of less organized and influential groups.

e " Captured agenty™ _ i # r A e b¥ E
YW G £ r E" 2z Ao " U Y i 3
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Cash flow- A record of the money income received and money outflow for an organizatiom over
given period of time.

Cash flow ~ W @ p ¥ A

Cellular communication A type of wireless telephone communication made possibleehyilar
towers that send and receive signals, switching them to and from the nearesoffemstral

H ~ Cellular communication — W HD 0 0
H™ ¢ FT ~ HTA
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Central planning- Planning characterized by state allocation of resources in association with
production goals to meet targeted growth rates.

T 7 Central planning ~ 7s L " v No 7s
A

Ceteris paribusL at i n ftohri niigost hbeeri ng equal 6 and rfacforer ri ng to
or elements constant; e.g., supply and demand functions calculated with other factcos$talat.

it obi" Ceterisparibuis™ ¢ T [
G bi " Ap L £ T i1 G biA

Chain of production The different stages involved in producing, distributing and selliggaa or
service.
" b3~ ~ Chanofproductioh™ * b a Yi

FA

Chainweighted price index A costof-living index that takes changes in quantities obdgand
services into consideration.

v E " Chainweighted price indéx ™ FoT, A

Citizens Charter In the U.K., a program (initiated in the 1990s) requiring that public utikpeify
performance standards, determine consumer rightgnefilities, and remedies, apdy fines when
performance targets are not met by utilities. The program represented an datiemptease
accountability for utility suppliers, with regulators monitoring performance to ettsatreitizen input
is given aequate attention.

E * ~ Citizens Chartér ™ 20p 90 0 W . E Hs3
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Cogenerator A generator that, while producing products (heating services or chilled vedger)
produces electrity as a byproduct.

~ ao ao ~ o a

L Cogeneratér h L F Ly - 0 A
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Collective bargaining- Negotiations between trade unions and employers regarding wages and
working conditions.

: r o Collective bargaining "o 3 b w b b o A

Collusion - Secret coogration between firms to limit competition; considered more likely in an
oligopolistic market structure.

Collusior’ ~ o 3 L v, - ¥ TA

~

Collusive oligopoly- lllegal agreement among a few large firms in an industry to set priessiict
output.

’ "~ Collusive oligopoly =~ 3 T 3 o3 E L™
1 A

Co-location- Use of the local loop to supply telephone service by operators other than toevnare

F ~ Colocation =~ F ¢ a L H F P bbby

A

Commandand control regulation- Regulations imposed by government that mandate dewand
should be met through the use of particular production technologies, including patioitvals. In
contrast, other approaches focus on establishing incentive for efficiencex&omple, emissian
trading regimes tend to promote more egféective control strategies.

) L~ Commandand control regulation ~ L . a "
. L~ AT W v v : L
L w 6 : L A

Commercial bankA financial institution that offers a variety of services, including savamgkloans.

3 ~ Commercial bark ™ ¢\ ° b v 3 FA

Commercialization This process refers to programs and activities that either increase thewalue
decrease the cost of operations, often through integrating new products or servicespirtdutttEon
process. Such activits could accompany corporatization (including elseablishment of prices that
reflect costs and targetedather than generakubsidies).

~ ap
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Commitment: An agreement to perform a particular activity at a certain time ifutime under
certain circumstances. (also see the definition of capital commitment, firm commitment oftexing,
commitment, forward commitment)

b, Commitmerit™ ay w ) wAd capital
commitment, firm commitment offeringpan commitment, forward commitmént

Commodity markets Increasingly global markets for trading commodities (e.g., coalnlals,
precious metals, etc.).

Commodity markefs ™ n . ’ a a a
A

Common carrier One that provides infrastructure services to the public, subject to regulation.

E" ket ~ Common carriér ~ N Ean o A

Common costs Those incurred in making a group of products or services availdidecdstannot
be directly attributed to any one product or service.

as

Common cosfs ™ w7 F 0 A" Ne |
FTA
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Comparable performance indicaterQuality-of-service indicators for directly comparala#ributes
of firms.

m
N

Comparale performance indicatdrs™ G 3

b2

|_

Comparative advantageA benefit of specialization, such that a company is able to prodgoedaor
service at a lower cost than others. In the case of nations, producing products witiptotunity
costs is a basis for trade to obtain for goods and services best produced by others.

n 5" Comparative advantagé™ f 3. nb>> o WeE yveirtTE
* FA & Ty v W * * no
[ * n” F A
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Comparative costsData on the costs of comparabletivities are collected and used traluating
the relative performance of two organizations.

Comparative costs™ " 6~ Y G EHa

A

Compatibilityi Interoperability of related systems, often achieved through the adaptatechotal
standards.

1~ Compatibility ~~ \ bz~ W - ~ %o A

Competition- Competition tends to come in two varieties: competition among the few (a maitket
a small number of sellers or buyers, such that each can exercise some degree giawarkeind
competition among the many (Perfect competitiammarket with so many buyeend sellers that
none is able to influence the market price or quantity exchanged).

JU CompetitioA = JuU G H ' ab i T~ g v
v | Weaedb W z" ab i
n Ju T vy M H Y 6 W "y E ’ A

Competition policy- Government policy that promotes competition and efficiency. This pdicy
usually reflected in antitrust laws.

JU = Competition policy ~ B JU T JU i i TA

Competition, comparativeSee yardstick regulation.

JU' Competition, comparative™ s yardstick regulatioA

Competition, emergingThe development of new competitors in the early stagesropetition.

JU Competition, emergirig ™ Ju Ju 0 A

Competition, franchises A franchise defines service territories (and associated sevbidgations)
for a supplier. A government agency could put a franchise up fér lidmpetitionfor the market).

JU Competition, franchisés™ oL Foooyil
Fyk~A W 3 R JU"A

Competition, laws Antitrust Laws that define the jurisdiction of government bodies, as welleas
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market structures and types of behavior that reduce the benefits from having rdektiplenmakers
in a market.

JuU ~ Competition, laws ~ 4 T AT T Y - -
H i T W A

Competitiorbased pricing Setting price according to what the competition is doinglamning.

U E = Competitiorbased pricing Lo T, EA

Competitive advantageThe advantage a firm with a lower t@$ructure has over rivals sinitecan
sell at a lower price or make a greater profit at the same price.

Jun 9" Competitive advantage™ W @ ¥ o3 i Ju
n> ¢ 1Y v E ¥ Y E £ A

Competitive conditions Characterized by the number and giigtribution, firms, entryconditions,
and extent to which production differentiation (or branding) limits priadry. Seemarket structure.

ao

JU ~ Competitive conditiois ™"y I} ' A T % pT Y1
- ~E nLnoL As  market structurd

Competitive makets- Markets with competitive conditions: large number, suppliers, easy, and
relatively homogeneous products.

U " Competitive markefs™ U ' N7y %0~ )

ao ~

A

Competitive tendering; see also TenderrRutting a license or activityputo bid. There is usually a

well defined schedule identifying the date for meeting certain requirements; these include the
provision of information and the actual bid. Considerable attention is given to due process and to
transparency.

>

Competitive tendring ~s I tendind” ¥ -
T~ v Ve
A A

Competitive Transition CostsTransition costs are stranded costs charged to utility cust@asersee
or surcharge once an asset is sold or separatedafsartically integrated utility. Suatharges can be
viewed as the political price for moving to a new and more efficient matketture. See stranded
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costs and stranded assets.

ao

Ju " Competitive Transition Costs™ W F it
Wr o3 TN ¥ E Hs3 0 bwu A
- W Tw "~ nE~As  stranded costs stranded
asset

Complaint: An expression of dissatisfaction. When evaluating the performance of infrastructure
companies, customer complaints are one index of service quality. Fapaatimg systemgrovide
records of customer concerns and company responses.

Complaint =~ b A EE H3o3 - - N

W @ A L7 6 o3 ’ A

Complementary demandDemand for associated goods or services that increases in tdralem,;
increase in demand for one creates an increase in demand for the other.

€ Complementary demand ¢ B a " F Ap

)
€l

F v 3 W F

Complementary goods (or productédssociated consumer goods and services; e.g., cagaantine.
Oneindication that goods are complementary is the eposg elasticity of deman(CPED). If CPED

is negative, the goods are complements; if CPED is greater than zegyootiseare close substitutes: a
decrease in the price of productduses a decreasethe quantityfdemanded of product B.

A QP

£ ~ Complementary goods or products ~ ~ F- A
| £ W @ "1 E ~ CPEDA CPED - 3

L4 v . as

i N 1 N n
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Compliance cost assessmenin evaluation of costs associated with meeting regulatory arlds
standards

™" Compliance cost assessnigént 0 %0 TA

Concentration ratios An indication of proportionate market share among firms in an industry,
measured with revenues or outputs. A ffitm concentration ratio of 65% would indicate thhé
four largest firms had a total market share of 65%.

~ ao -

T ~ Concentration ratios™ Y i 3Tos M p A
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Concentrator- The part of the local exchange which is positioned close to the customers. It is
sometimes within t local exchange and sometimes located remote from the local exchange.

G © 3

io,

Concentrator ~ 8 G ’ w N

G AT ‘ T -~

Concession: A franchise for a specified period of time, wherein the concessionaire taleztion
obligation® such @ meeting network expansion targets or delivering a serviceegfudated price.
The associated contract establishes the mutual responsibilities for theipaoiiesd.

Concession™ P ) o HE"
F- oy E S \ ab € #

HFA

Concessional terms A loan at more favorable terms than is available commercially. A large
proportion of aid to developing countries takes the form of loans at concessional terms.

P~ Concessional terfis™ b 3 5] Won A 0 T
Ne ' vyn AT ‘ D"

Conditional access Access restricted to paying customers by various systems and techreotpgy;
use of scrambling to prevent unauthorized access to paid television.

~ A

) Conditional acceSs™

GUL A

o Y 0 A

Conflicts of Interest: a situation in which a public or private official's decisions are influbpdbe
official's personal interests. Examples include -detiling, accepting (secret) sidepaymefus
making a decision, use of public property foivate advantage, inappropriate usfeconfidential
information, and outside employment with someone affected by the decisiotedfsitormaker has
a personal interest in the decision, he or she should not take partaliltesations.

# I~ Conflicts of Interest ™ B _ T fe, # A
D T _ T ~ 2 BT Yw . 2" b z H ~
yi G T _ A £ I~ _ b av _ A

Conservation cost recovery chargéd component added to an electricity bill to cover the coséts
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utility outlays that reduced théemand for electricity. Conservation programs might incleickergy
efficiency audits, weatherization programs, or efficient lighting systems. $eguatory oversight
would be called for to ensure that the programs are, indeed, achieviogntervatiorimpacts that
are sought.

Conservation cost recovery chdrge 1T v N G UR
Z 0 A 78" N R 7 Auw G
%k @ [ v - A

Consumer surplusThe fAsurpluso benefit receivedabowe consume
price (customer willingnesto pay less outlays)

v~ Consumer surplis™ Yo N L E "
W 6 U ~A

Consumer: An individual who buys products or services for personal use and manfafacture or
resale.

ap ap

Consumer ~u @ _ F e, A

<

Contestable marketA market with low sunk costs: entry costs are low or can be recoveedtghy
salvaging the equipment and reselling eusing it). See also: Theory of Contestaldiarkets

U " Contestable market™ v R . Y - ¥
Ty - T v v # ~“AG I Theory of Contestable
Marketd:A

Contract- A binding agreement between two or more persons or parties that is usually legally
enforceable; e.g., for delivery of goods or services at an agreed price.

Contract ~ H . H H z - [ L

AL Y E L FA

Contract path An arrangement for power transfer between systems. When utility syistenchange

power, the transfer i s presumed t o direchphgsicapl ace ac
transmission between two interconnected estiteven though the power floascording to network

conditions.

Contract path ™  z D W A z ’ z z
l.. L D T Ha@E D -

W D v oi D A
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Contract regulation See regulation by contract.

Contract regulatioh ™ & I regulation by contratA

Contracting out Outsourcing particular activities, so as to lower the costs of deliverinjnide
service. For example, a regulatory commission might hire external consultants to duiiglhéss
technical issues when suspecialized services are only required on a periodic basic.

Contracting out ™~ - v Lk Ac W F3
ko - w” A

Contracts for Differences (CfD)A type of bilateral contract that allows the electric

generation seller tbe paid a fixed amount over time as a combination of the-shrontmarkefprice
and an adjustment with the purchaser for the difference. For example, a generator payesdlh a
distribution company power for ten years at 6/kWh. That power is bidPimtdico atsome low /kWh
value (to ensure it is always taken). The seller then gets the market clearirigifiraze the pool and
the purchaser pays the producer the difference between the Poolco métkngnd 6/kWh (or vice
versa if the pool price shild go above the contract price).

E. ~ Contracts for Differences CfD~ ~w zt o3 L E G
il E . % E ET, Ao 0 YB M P
o3y 6"H \ . A"z~ . 7  Poolcod F a
L F } ) a "
z Y Wve “"yG oz A z Y o3[ Poolm
E14H VM "1 Tb 6H \ E Ne o3 U . E 6 z VE
Tl “A

Contribution pricing- Setting price greater than the variable costs of production so paatian of
revenues go towards fixed costs.

- ~ E " Contribution pricing ~y &1 - E ¥ " T i~

~ Ng A

Controllable Costs/Nonontrollable Costs: A cost is considered controllable at a given tdvel
managerial responsibility if that manager has the power to incur it within a given petiotkoft

follows that (1) most costs are controllable top management because of the broaube of its
activity; (2) fewer costs are controllable as one moves to lower levels of managspiahsibility
because of the manager 6s decr e amdomrgllabke duelodacki t vy .
of managerial authority, necontrollable costs may be incurred meeet unusual or unexpected
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circumstances. For example, provisions can be included in futorgeacts in an effort to control
such costs. However, a once in a hundred year hurricane b@wuldwed as creating narontrollable
costs.

b~ ~ Controllable Costs/Nerontrollable Cosfs™ Y K
L ) . W p L zA T Ty
L N ~° wrto, C oz T v -
Ty P AB” Ty G L - 3" G
© 0 Av . . Ty v L~ ”
W W R b~ A

Convergence Bringing together. In energy, electricity and national gas markets becatoisgly
linked. Similarly, with digitalization, computing and communications activities difcult to
distinguish, thugffecting regulation of traditional telecommunications.

>
Pl

Convergence™ . A a zyid
H - 3 YMNe 3 3, D H 3

)

Cooperatives Public utilities that provide service on a not for profit basis to a grogorgumers.
Rural cooperates have provided electricity, telephone, and other serviceisizens areas with low
population density.

b " Cooperatives ~ N £ E H3o3A" _ b Y o
\ Loza HyfT i FA

COPT (customeowned pay telephone)A pay phone owned by a person or baesm other thaa
phone company; a private pay phone. See also COCOT.

0 (COPT, custometowned pay telephori€)a ., o 3 ES
0 ’ .0 As COCOTA

Corporatization Separating a stat@vned enterprise from a government ministry, which leadts
becoming a standlone entity. The process should yield clear information regardifgliice sheet
and income statement. The process can be a step towards privatization owgysttaimprove
transparency with respect to the firm's operations.

= Corporatizatiofi — o3 b Ne " a o3 uwe CAEF
a' \E’;{ ap H Y \E . - W 3 ~ W i_‘)
©3 A
260f 193
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Corruption: Behavior characterized by lack of integrity or dishonesty; for exasyseeptibility to
bribery. Similarly, use of a position of trust foistbnest gain represents a@ouse of authority. Such
behavior would be seen as an extreme form of conflict of interest

Corruption —~ H b y> o 1 Ap Tz H B b

H ~

3 W z A W wz A

Cost- In accounting, an outlay for the purchase of@dpctive input or an allocation of amvestment
across time periods (Depreciation). Other costs include Wages, Salaridsatanidls. In economics,
the opportunity cost is the highest valued alternative as the resulttaii@e. An opportunity cost
sonetimes involves some form of payment, like a wage. Howekierexistence of an opportunity
cost does not depend on of any actual cash outlay.

“Cost ™ w T oy T 0~ W W p Ne
Al ’ a yi A T w L EV
o) TPy bW 6Ky FA

Cost attribution Determining how different inputs and activities affect the outputs of a firas ¢o
derive prices based on cost caimsat

/ = Costattributiof - _ b Ww o3 ¥ 0
~ A E A

Cost curve- One that plots costs (total, average, or marginal) on the vertical axis against(ontput
the horizontal, or XAxis).

A = w ae 5

Cost curvé — Y a b H
P AT v Y A

Cost function- The relation of production cost to level of output and other variables that can be
controlled by the firm.

# ° Costfunction ~ ~ L vii o3 ; s s A

Cost of capitat The rate of return available on securities of egl@nt risk in the capitainarket.
Investors usually require compensation for risk, so the higher the investment risightiethe cost
of capital. If a firm is financed by both debt and equity, its cost of capitalvieighted average of the
cost fromboth sources. Investors are interested in the-tftereturnsso taxes are taken into account
when calculating the weighted average cost of capital.

~ Cost of capital ~ G T F A
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Cost of capital estimationA variety of methodologies are used to calculate the cost of ezpytial
and the other sources' of funds. See cost of capital.

T 7 Cost of capital estimation™ 6 Yid \
A& I costof capital
Cost of living- The general level of prices, usually measured by the retail price index.
Costofliving ™4  E - E A
Cost reflective (cost causality) tariffSee cosbased pricing.
i E / E " Cost reflectivecost causalityariffs” ~ & [ costbased pricing

- © ETA

Cost subadditivity For a single or mukproduct firm, cost subadditivity imigls that theoutput level
(or output bundle) is produced at least cost by one firm. Economies of scopestsded form of
subadditivity, by considering the extreme cases of comparing the costs fifnteahat specialize in
the production of differenoutputs, versus one firm that produces fwvoducts at the comparable
output levels.

ao ap

o v ~ Costsubadditivity ™ Y W !/ @ o3 “ (R 1 Wo3
Tw T ” b 7 v A L oV W A
W o “ WH o3f .y “ bW o3 " n

“ RT ‘ Ty "

Cost, crosssubsidization of See crossubsidy.

[ " Cost, crosssubsidization 6f ~ & crosssubsidyA

Costaxiomatic pricing- When the allocation of shared or overhead costs can have a sigraffeant
on the relative prices for different services or customers, the application of a setpfrfoities (or
axioms) can be developed to editb upper and lower limits on those allocatioAsalysts have
developed different sets of principles that affected parties can understamdfiandas being fair
and/or reasonable.
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Costbased pricing Pricing goods and services according to their respective costs.

E”~ Costbased pricing ~ F\ EA

-

Costbenefit analysis An assessment of the social costs badefits of an investment projemt of a
public policy.

Ne = Costbenefit analysis™ 6 E” W EA

Costeffectiveness analysisFinding the leastost method of achieving a given economicsocial
objective.

—~ —

Ne ~ Costeffectiveness angsis’ w Y v A

Costof service regulation A form of regulation that determines prices based on the costrahg
different customers and producing different services. The procedure is somatitneed for not
providing strong incentes for cost containment. See rate of return regulation

F " Costof service regulation™ WU b Lk
Lb b EA Y L Z : (| A
a | rate of return regulation “LA

Costof-living index - A comparison of present prices fotygical bundle of goods versus theces
during a base period.

Costof-living index ~ Ww 11 ° ~ E b E

Costoriented pricing See cosbased pricing

I

E" Costoriented pricing ~ a  costbased pricing

Costplus pricing- When a firm add a given percentage mauk to average cost.

o £ E A

<l

¥ E” Costplus pricing - o 3 e
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Costs of production Total cost is comprised of both fixed cost and variable costs. Totalcawstdso
be divided into direct and indirect costs. See cost.

ap ~ = ~

Costs of producticn - (. A 37 Now
Ada T cost .

Cramming-Addi ng services and charges to a cuwstomer 0s

consent.

v k" Cramming - (IS IS A A

Creamskimming- When prices are regatied, some prices may involve high mags overcost for
particular customer groups. Potential entrants will target those customers who cuaemthigh
prices (relative to the costs of serving them). Entrants will "skim the cream."”

4w~ Creamskimming - E T W E ! r #
A Loy T F ox € ) ¢ F “wo T U
z F A
Creditrating-A designation by a financi al i nsttd uti on

creditworthiness of a company or government organization issuing bonds.

H " Creditrating ~ - % "~ ©03 0V H ' b

NoA

Critical value(s)- The threshold for deciding the outcome in a statistical test of ehypptithesis,
dependent on the significance level at which the test is conducted and whettest tiseone or
two-sided.

X v~ Criticalvalué ~ X T_ b _eyl
yi y i A

Crosselasticity of demand Equals the percentage change in quaitignand for product Alivided
by the percentage change in the price of product B. If this is positiveugiré is asubstitute for
product B, since an increase in the price of B causes an increase in the gigsméndedf A. If
negative, product A is complementary to product B rather than a subfiititean increase in the
price of B causes a decredn the quantitdemanded of product A.

) ao Z ao

[ " Crosselasticity of demarid ™ 6 A 1. No Y B

& ~ P - ao ao - ao
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Crosssubsidy- Pricing below incremental costs in one market and covering those lossestloait of
positive cash flows from another market. Journalists sometimes label differentialipssakove
incremental costs as involving cremgbsidies, but such price differentiation may refldetmand
elasticities, such that both customer types are contribtgtingvering joint costs.

ap o

o

] " Crosssubsidy — W a T EY G Ne s Wa
é A 1 v He @ If E ¥ b W'
i TP E Mz b T W T H W
b A
Current Cost: An accounting convention, where a

according to theirwrrent replacement cost while its operating or financial capital is maintained.

- ao

CurrentCost ~ W w t i Tos EV

- F G bi A

Current ratio- A ratio generated by dividing current assets by current liabilities. To be armgmdof

financi al strengt h, al | of a firmds cimmedigetytto asset s |
me et al l current l'iabilities. T h e meetits sherterm r at i o i
financial commitments.
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Customer Anyone purchasing a commaodity or service.

Customer —  y F . A

Customer charge (sometimes referred to as a service chafgegcurring charge for the basic
administratvea ct i vi ti es associated with a wutiimdtety cust on

reading. I n most cases, a monthly ¢ umibtinoume r charg
charge.
B 3 F ~ Customer chargesometimes referred to as a servicergda™
LE H3 o3 i 0 ab T W i a a A
Ne ' IN° v W@ A
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Customer classesGroupings of customers into categories with similar characteristics (e.g.residential,
industrial, commercial, government)

Customer classeés™ | 3 a 3
3 a “A
Customer premises equipmerfEq ui pment , li ke a telephormfice | ocated

that is not part of the public telecommunications network but is directly or indiegtzlyhed to it.

Customer premises equipnie = G T WE T T

b E° H W No b bi A

Customer Value: Perceived benefits minus perceived sacrifice (as in consumer outlgysércs).
This net value would be consumer surplus.
E v~ Customer Value ~ - P ¥ o0 Y ¥

A er vy Vo A

Data transmissionlnformation transfer between locations

D ~ Data transmission™ H b D A

Deadweight loss Measure of economic inefficiency following misallocation of resources from
producing too little or too much of a product. Total ecoiwomwelfare is maximized when priég set
at marginal cost, achieving allocative efficiency.

Deadweight loss™ b v I
W T A E G @ [ 2 Ne A

Debentures- Longterm, fixedinterest loans to companies in the form ofmd® backed by a
company's general credit rather than a specific lien on particular assets.

U | Debentures ™y v | # "% O YE H G i

A

Debt: A liability or obligation in the form of bonds, loan notes, or mortgages, owed to apetken
or a canpanyand required to be paid by a specified date (maturity).

V" Debf “yV Fas ¢ a ¥ VF gy it. o3
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Decatherm Ten therms or 1 million BTU. One decatherm is equal to approximately &i000 feet
of natural gas.

\4 ~ Decatherrm -10 1000,000BTAW @ M ¢ 1000 A
- T ( " (B -

Decommissioning Taking a nuclear facility offline with termination of its license. The owsdhen
responsible for making environmental investments that reduce residual radioactivitgvie that
permits unrestricted use of the property.

ao N -

Decommissioning - n i A Ny

ao

i - FH L o g

Decoupling- A regulatory process for determining total revenue a utility needs to recoveradsisy
Allowed rewenues differ from those derived from actual sales. The process is advocated by
conservationists to limit incentives for suppliers to expand sales to increase profit. See capenue

Decoupling - _ E H3 - AH “"bos
"y A - G hy F LE H3 F+
Y vz *  Ad  revenueap @ “:: A

Decoupling of revenue and outpuee revenue cap.

“bYOE "~ Decoupling of revenue and output™ a I ~:t LA

Decreasing returnsWhen the addition of a variable factor of production results in a fallargiral
product. The result of a firm's expansion of output in the short run where capdiigdisAt some
point, diminishing returns sets in. In an extreme situation, total output coulddeeerase with the
additional used of variable inputs, as when tioldal fishermen on a smdlbat cause confusion that
reduces the daily catch.

Decreasing returis™ " 1 v F i A 4
o3 p (W v P A 7 A
~ v W * VY I e v W Ve v
A
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Decreasing returns to scaldReflects an expansion of all inpus longrun phenomenon ibutput
increases by ks than 10% when all inputs increase 10%, there are decreasing resteale of

Decreasing returns to scalé” | Y W A
- v 10% P~ ¥ v G 10% P A

Decreasingcost industry One with a downward sloping losrgn supply curve.

3~ Decreasingcost industry i L W 3 A

Deep discounting A sales practice that offers a significant reduction in price followinghase of an
initial volume of output.

ao
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/ " Deep discounting - y

Deflator- See GIP deflator.

Deflatof” - GDP deflator

Degree day There are two types, heathdggree days and cooliftipgree days, both reflectiribe

extent to which a daily temperature falls below or rises above an assumed base, usiedjseé5
Fahrenheit (inlte United States). Temperature forecasts can assist in predicting eoesgynption
for heating and cooling.

Degree day - H v L v v 6
G W %o W \ 65 ~ A y L A

Demand- In graphical terms, it shows how quantity dewad depends on price. Mogenerally, it
reflects consumer preferences and ability to pay. Measured over a givepetind, demand is
determined by income, tastes, and the price of complementary and sulgstdd® among other
factors.

~ Demand - T E T T A i z 0

ZA We T T "az aceg 9 E

>

Demand curve The amount of a product that consumers are willing and able to buy at vatites
as shown on a graph. A normal demand curve is downward sloping because qeamtitygd will
fall as price rises, assuming consumers have a fixed income.

ao

Demand curve - b E W z y AT
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Demand curve, movements alongMovement along a demand curve as price changes. Such
movements artd be distinguished from Shifts in Demand due to changes in income ofauttogs.

& oa

i~ Demand curve, movements aléng E W
W MZG S ¢ "~ i i A

a v

Demand side managemenConservation measures to limit or rescheduletgdity use so thathe
size and number of generating facilities can be reduced; also used to design stratgguiad

Demand side managemént- L z a ~a U

ao

7/ G 7’

Demand, annual maximuniThe greatest demand witha prescribed interval in a calengaar. For
example in electricity markets, this might be over a 15 minute period.

v~ Demand, annual maximum- A T h z 3
15Ne ~ p O A

<1

Demand, annual system maximurhe greatest demand on a systemrdua prescribethterval in a
calendar year.

v~ Demand, annual system maximum W @ P We A T

p0 A

Demand, averageAverage demand for a system is determined by dividing thedoteslumption by
the number of units of time in the interyalg. telephone calls per month kWH per day.

Demand, average i G Y 1 B”

v A

Demand, billing- The demand specified in a rate schedule or contract for which a custdnitiedis

Demand, billing - E b - T A

" T toos ET A

Demand, charge That part of the bill for electric service based on instantaneous consurapton
billed according to an applicable rate schedule, as with kW demand changes.
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Demand, coincidentThe sum of two or more demands that occur in the same demand interval.

Demand, coincideft - w 0 H @ H A

Demand, instantaneous pealk hat demand recorded at the instant of greatest load Eleatric
utility.

v~ Demand, instantaneous pgak z o 3 0 A

Demand, law of The lower the price of a good (or service), the greater the quantity dematithd,
factors being held constant.

— - v ap ~

Demand, law of 1 1 1 G bi N

Demand, maximumThe greatest demand within a specified time period, such as a péiiragl.

Demand, maximufn - D~ W@ - A

Demandbased pricngPr i ces set according to customersdé will.@

G E "~ Demandbased pging” i 0 L e A

Demerit goods Products valued by individual consumers that may harm consumersj@bgl and
tobacco.

ao

ov ~ Demeritgoods i @ # wH T, % A

Demographics The study of population trends, including family size, urbaalriving patterns, and
the age distribution.

. o " Demographics i . o 0 P, T a I yi
Ne A

Dependability: An attribute of any system that consistently produces the same pasfidtsgbly
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meeting or exceeding its specifications.

<l

Dependabity™ - i * T Fi t A

Depreciationr Charges made against income to provide for distributing the cost of deprextatile
less estimated net salvage over the estimated useful life of the asset. Depreciatiorcéshatialay,
but an acounting tool for allocating cost over the service life of the physical asset.
Depreciatiofi - ~ P v Ne [ 7 g 2200
~ A b * v W (1 * Ne

I p

Deregulation- Removal of controls in a particular market to improve its ecanagfficiency;
generally considered a supply side policy.

<l
£
®

L~ Deregulatiofi i b L C
L A

Derivatives- In the energy sector this generic term refers to specialized securities inaptiogs,
futures, and forwards.

LA

Derivatives - 3 W Fo a P

Derived demand When goods and services are associated (e.g., cars and gas), increases and
decreases in demand are associated, the secondary demand being derived from the initial one.

ao A ~ 5 5 ~

Derived demand - F W

an o = 5

G W F T 1 3 ¢ A

Detailed Valuation Methodology (DVM)ANn explanation of how current cost valuations @eeved.

h “ev T 7 Detailed Valuation Methodology DVM™ - EV v

Developed countriesThose with high levelsf real per capita national income and comparédrtye
tertiary (service) sectors.

<l

0 " Developed countriés i ) F 3\

M A
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Developing countries Those with low levels of real capita national income but relatively large
primary sectorgagriculture and natural resources).

0 T " Developing countri€s i o) \ 37 '3
“ Al M A

Deviation- The difference between expected and actual outcome.

Z ~ Deviation 1 v H A

Dial tone- The signal heard when a telephone receiveicised up as an indication that tpeone is
connected to the telecom system and can be used.

Dial tong - [ - - T yvya A

Differentiated products Goods or services that are distinguished from rivals by varnaans; e.g.,
packaging, dvertising, or quality.
Differentiated producfs i L Ju M NeE F-

a A

ap ~

Digital Subscriber Line (DSL) A regular telephone line transformed into a higleed digitaline via
a family of technologies referred to as DSL or xDSL. Thesssltan support fagtternet access with
video and TV on demand. Includes ADSL (asymmetric DSL), S@gmmetric DSL), HDSL (high
data rate DSL) and VDSL (very high data rate DSL).

" Digital Subscriber Lineé DSL™ - DSL xDSL N 1
T ) E H™ © 7 ADSLa SDSL HDSL
VDSLA

Digital Subscriber Loop Multiplex (DSLAM) DSLAM is composed of a multiplex and the

DSL modems necessary to operate DSL services over the loops served by the operator from the
exchange.

~ " Digital SubscribeilLoop Multiplex™ DSLAM™ -DSLAM "~ W @
DSL L v ‘ N @ - ~ . DSL F

>
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Digital transmission Communication using binary data to send voices, pictures andifiv@nation
over telephone lines. Digital transmission has much more capacityhiaaditional analog format.

D " Digital transmissioh i D p L H® D a iTH
A D D D w A

Diminishing returns See decreasing returns.

Diminishing return3 1  decreasing returns

Direct access The ability of retail customers to purdeaelectricity directly from the wholesale
market rather than through a local distribution utility. See also retail competition

Direct access - Y 0 b Ne ~ A
retail competitiod

Direct connectior+ An optional telephone service thattomatically connects with a designated
number when the receiver is lifted; no dialing is needed.

~ — ~

Direct connection - H F Yy ¢ W F°

) [ - b A

Direct costs All production costs attributable to a good or service (reflectisgaausation).

ao 5 ao A B 5 a

Direct costs 1 b F 1 “A

Direct Load Control (DLC) When a utility signals a customer appliances to stop operafions
reduce the demand for electricity). Such rationing generally involves a financial inceortithes f
affected customer. See Load Management.

L~ Direct Load Control DLC™ - L zo3 0F H™~
T A Ty v A L ’ i L E C Y s load
management.

Directory- A listing of telephone numbers and names. See yellow pages and white pages.

~ -

Directory™ - 3 yellow pages white pages

Directory assistance A telephone company service that finds numbers for callers; also called
Ainformation. o
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“ F" Directory assistanée- e or o7 - F* 3 0

Directory Assistance System (DASAn opeatorassisted directory service.

~

~ F " Directory Assistance Systefn DAS™ - ¢t ’ F A

Disaggregation The functional separation of a vertically integrated utility into smaller (nés
generation, dispatch/control, transmission, distribution). Alsef er red t o aasd Adei nt e (
Afdi sintegration. o6 See also divestiture.

NS Disaggregatioh - . E H3zo3 wo Ng” *a /| Lapo
aNe ™ 3 T W, L s divestiture

Disbursement Funds paid out.

0~ Disbursement - 0

Disclosure regulation Regulatory requirenmes regarding disclosures. This term can also refer
transparency regarding affiliate transactions.

Disclosure regulation- ~ ¢ H A W

A

Disclosures Printed information about conditions, fees, risks, etc.

w

Disclosuré - a a H E A

Disconnectionr Terminating telephone service; also, any interruption that ends a call.

® ~ Disconnection i T F* 3 T H A

Disconnection noticeA warning that service is scheduled to be turned off.

® "~ Disconnection notice - + ® A

Discount plarn An optional plan that features a lower price for a particular service. Desiglmuaeio
bills but also limiting usage.

7% Discountplafi- @ = t - i Y L v E
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Discount rate The comparative \ae of a dollar at some future time and its present value.

Discount raté - b EV A

Discounted cash flow A method of investment appraisal that considers the timing of receipts
payments. Since returns from investment always arrive in theefuiscounted cash flot@chniques
use a fAdiscount rateodo to determine their present

Discounted cash flow- TTa W N ¥ -

EVA G 0 Wal L v A

Discriminating monopoly A monopoly supplier that charges differemicps to differentcustomer
groups, based on different price elasticities. See price discrimination.

Discriminating monopoly i{ Bt b E
b E 3 price discrimination.

Diseconomies of scalelncreases in longun average costs accomparg an increase in thecale of
production.

ao ~

b ~ Diseconomies of scale- Y 9 A

Diseconomies of scopeMulti-product production by a single firm that is less efficient thaving
separate firms each specializing in the production of desprgduct.

ap o~ ap o an

b " Diseconomies of scope- b b E° F ¥ W
* bi nY A

€l
m
n

Disequilibrium- A state of imbalance in which there is tendency for change. For example,
excess demand is a disequilibrium situation leading to a tendency for pricss to ri
Disequilibriuni 1 01. b - \ AR il E

A

Dispatch, Dispatching The control for an integrated electric system to schedule transautitins
other interconnected electric utilities and assign generation to specific generating plaoteesind
sources of supply to effect the most reliable and economical supply as the totatighiffeant area
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loads rises or falls. The activity has implications for operations and maintesfdrige-voltage lines,
substations and equipment, includirtgranistration of safety procedures.

Dispatch, Dispatching- W @ z Lyir - ©a b
NPTt Ne * G eM p A v
zv A W A af a a n
A

Distributed Generation Generating small amounts of energy to meet local (substation [mad)
loads, thus didpcing the need to upgrade or build additional local distribution lines.

ao ~

Ne “ ~ Distributed Generati6h - Y i "

t 691 ] A

Distribution - The act or process of delivering electric energy from convenient points on the
transmissiorsystem (usually a substation) to consumers.

Distributiori™ - zC Bz ~w i " Y A

Distribution channel The organization necessary to distribute goods or service,disgibutors,
wholesalers, and retailers are each stages in the distritprbcess.

Ne "~ Distribution channél - [ - Ne TN Noz

w o w

Ne a v a A

Distribution Company- A utility company that is responsible for maintaining and operating a
distribution system and providing other services to@sal customers. See dibtrting utility.

o 3" Distribution Company - yi ik
'E H3 o3 As  distributing utilityA

Distribution line- One or more circuits of a distribution system that operate at relativelydtiage
in comparison with transmission lines.

Distribution lin€" - TWe @ 4 v A

~

Distribution of income- The way income is allocated among households. For examplégwiest
twenty percent might receive ten percent of the total income. The term can also @dfecation
between factors gfroduction.
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Distribution of incomé - =~ b Ne ” - B 20%

~ ao

~ Ne
Y ~ 10% W 3

>

Distribution service- The network of wires and equipment that carries electric energy from the
transmission system to the customer 6s premises.

F~ Distribution servicé - ZL D

)

Distribution utility (Disco)- The electric utility entity that constructs and maintainsdis¢ribution
wires connecting the transmission grid to the final customer. It can also petfenservices suctsa
aggregating customers, purchasing power supply and transmission stEwvioestomers, and billing
customers and reimbursing suppliers. See Distribution Company.
o 3 " Distribution utility ” Disco” -
zo3" Ty vt B a - awu L Fa
Yi ot O As  Distribution Compan

Disutility - When total satisfaction falls as additional units of a good are consumedxdaople,
additional risk produces disutility for most investors, leading to risk aversion.

Disutility™ - ¥ * ; v

0 v A

Diversifiable risk - Risk that can be eliminated by particular actions. For example pmject
firm-specific risk can be eliminated either by investing in many projects or by holding the afocks
many companies.

v

Ne ~ Diversifiable risk -~ y 0 v A b E
v

=7 Ty @ E” A

Diversification- An increased range of goods or services provided by a firm.

ao ~

Diversificatio - W o3 w1 ¢t F A

Divestiture- Separation of utility functions for the purge of changing the ownership of thesets
related to the functions. For electricity, the most common form is spinning afetieration assets so
they are no longer owned by the shareholders who own the transmissidistaibdtion assets. See

disaggreation.
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o " Divestituré - E H3 o3 Ne ~ y T 3 A

z 3 0 = F T alb bP 6 W 3
disaggregatiof

Division of labor- Breaking down production into its components and distributing tasks among
different persons, groups, or machines to increasaegffiy. In conjunction with specializatiosiich
activity promotes productivity.

|- ap

Ne ~ Division of labof - “ Ne ~ Ne b @, a r a T

ANe F 3. %G A

Dominant carrier- A telecom company with sufficient market share to play a major role in
determiring rates.

h F ~ Dominant carrier - M HE ~ ali H FE

0 b A

Dominant firm- A firm able to act relatively independently of its competitors in termgriofng or
output decisions. Dominance has to be assessed within the context of #e afegmpetition in a
relevant market. For example, a dominant firm generally cannot totally igim@neactions of rival
firms, including a competitive fringe. Such a firm might have a large stdogal sales, which allows
it to set prices to maximé profits while considering the suppigsponse of smaller firms (the
competitive fringe).

h o 3" Dominant firm - G Ju AF E _ E A
h B U w - h o3% b 1 e
o3~ 1T A W B\ M T oar z 03"
03"~ L e vy # . A

Dominant strategyA strategy that is best (optimal) no matter what an opponent does.

h ~ Dominart strategy - b1 JUu n A

Duopoly- A market dominated by two firms.

i~ - Duopoly - H o3 h A

Durable good One expected to remain serviceable for a long time.

ao -~

Durable good - o a A
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Earnings sharing: A form of hybrid regulation. Wihis mechanism, the regulator allows tiperator
to keep some portion of the earnings it receives from selling the product or serviezaines the
operator to give the rest to customers, through price reductions, refunds, or inameastdent in
facilities or services.

<l
>
T

Ne ~ Earnings sharirg- - G W Ne F
* - i Ea a v F

Yo A

Earnings: Revenues minus cost of sales, operating expenses, and taxes, over a giventpeeiod of
See netincome.

Earningg -w o a s netincomé

E-commerce Buying and selling online over the internet; also, using computer technolapg¢a
up transactions and make them more efficient from production to delivery

"~ E-commercg - £ y 3 v ~ a
ao I' l“l A

Economic cost Cost to a firm of utilizing economic resources in production, includimgortunity
cost.

ap o . . ~

Economic cost - o 3 g L H 0 W A

Economic dispatch Startup, shutdown and allocation of load to individual generating uni$féct
the most economical production of electricity for customers. See dispatching.

Economic dispatch- i z 0 “a”"Ab Y 'H
Ne * As  dispatchind

Economic efficiency principle Producing desired products at the least possible cost. Adéemning
to the optimal production and consumption of goods and services, where priceneaygaisl cost.

ao ao

4 1~ Economic efficiency principle - \ A
oo i [ n T JE G A

Economic goods Products and services that are bought and &dlder valued economic
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goods, like clean air, may not be amenable to market transactions.

Economic goods- "~ Y * FAT 1 i EV -

Tt b A

Economic growthr An i ncrease in a country6s outphbyt of

changesn real gross domestic product (GDP).

ap ap o s ap ~

Economic growth T W F ¥ Y v~ GDF

i A

<=l
°

Economic rent The difference between what a factor of production is earning (its returnyhatdt
has to be earning to retain its present use, aejregs over and above its next bagtrnative use.

ao ~ ~ =

Economic rerit - W “"buG a

ao a

- v’ T F g 9 - - NeA

Economic systems Networks of organizations involved in economic activity in a society; these
organizations and asciated institutional frameworks affect the production and distributigoads
and services.

~ 4 s ¢ 4

r Economic systemis- wT ° r Y

ao ~

F A

Economic welfare A measure of the ways an economic system benefits its participanexafqple,
real per capita standard of living would be one index of economic welfarevdlfage generated by a
project would be the Total benefits minus the total costs of the project.

#~ Economic welfare - r i ab Q. %o

ao — ~

 Wa T Wa £ G i A

_—C

Economies of scale Lower longrun unit costs with an increase in production capacity perhaps
attributable to | arger firmsé being abandort o
raise capital cheaper. The term involvekimg comparisons over output levels, wiittme allowed for
capacity adjustments.

Economies of scale- * v I7L 57 W o3
T a v Ty r A *
¥ i.oayil °° A
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Economies of scopeSavings that result from producingdwr more products or servicegether.

ao ao ~ ~

Economies of scofie- H F Y A

Economy rate- The least expensive rate for international telephone calls, which is available at
different time periods according to the country called.

E - Economyr& - \ 7 8 b
A

Effective exchange rate An average exchange rate for currencies of trading partners weighted
reflect the importance of each country based on value of traded goods. It is expressaulas an
number.

Effective exchange rafe- P® H N Y ¥ ¥
N A

Effective yield (or rate of return)The percentage return received from investment in a bond.

Effective yield™ or rate of returh - v b A

Efficiency - An economic goal foreceiving the most satisfaction from a given amourreeburces; it
occurs when satisfaction cannot be increased through increased productiongobdrend less of
another. See allocative efficiency and production efficiency.

ao ap

~ ~ 9 . —_—

Efficiency” - n : W

vs W b 4 ey As allocative efficiency
production efficienci

Efficiency criteria- Rules for assessing a given allocation of resources.

ao

% Efficiency criterid 1 E ol ¥ %A

Efficient components pricingule (ECPR)T7 A methodology that addresses access pricing by
emphasizing the opportunity cost of the integrated access provider. The relevant opportumiiy cost
depend on market conditions, including product differentiation, bypass, and subsfitssinilities.

In the most elementary situation, if the incumbent receives the same profitmfesconnection and
access as it does from sales of the retail product, the competition cathemterket only if they are
more efficient in providing retailinctions than the incumbent.

Ne e A ~ Efficient components pricing rule ECPR - E HW
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E-government: The use of technology, tigadarly computer and communicatiodsvelopments such
as the internet, digital TV and mobile phones, to modernize and impgoae and national
government services.

~

E-governmerit -# F- g £
i H

>

Elastic Demand: Asituation where a one percent price change leads to a greater thperoset
change in the quantity of a service or product demanded. Elasticity is a meassmoasiveness.

ao

Elastic Demand - E 1% i 1% A
E i A

Elasticity - Responsiveness; the degree to which one variable (e.g., quantity demamdspdnsive
to a change in another (e.g., price).

Elasticity - { 4 Wel T E "0 Ts Wal

HO . A

Elasticity of demand Responsiveness of quantity demanded thange in a variable such psce,
the price of a substitute (or complement), or income. See price elasticity of demand.

~ w ae ao w ~ o~

Elasticity of demand - 1 1 1 E a 9 € E a
0 i i “ s price elasticity of demand

Elasticity of supply Responsiveess of quantity supplied to a given change in price.

- o
& 4 S

L " Elasticity of supply -t GE 1 [ A

Electric meter A device that measures the amount of electricity a customer uses. The pyipesy
are energy meters (measures electricity use in kilenatts), demand meters (alsteasures peak
load), interval demand meters (records use in measured time periods), anelmeudters (allows
different charges for electricity used during different time periods).

Electric metet - A Z - \ '

~

Ty v’ 18 p " Ne G b
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Electric supplier One licensed by a utility regulatory agency to provide electric genessiwites;
the power is then delivered by t hetallogactvityimer 6s
often bundled with metering, billing, and contracting with generators.

zZ " Electric suppliet - 'E  H3 Y %3 L0 F A
E A - ’ a Yib A A

as

Electric utility- Any organization, municipality or state agency with anmpoly franchise thatells
electric energy to endse customers.

z 'E* "~ Electric utility” - Y K v a
A

Electricity service Provision of electricity via the network of generating plants, wiresegpgbment
needed to produce or qmhase electricity (generation) and deliver it to the lalistribution system
(transmission).

Z F~ Electricity servicé - A a L
zZ" FA

Electricity trade- Scheduled flows of active power between countries, with payneeninported
energy and transit services based on signed contracts for electricity export, imptetnsihd
V4 " Electricity tradé - H ’ ww Z o a¥o

"G Z o OY1 FA

Embedded costs exceeding market prices (ECEMI®st associatedith utility investmentincurred

pursuant to a regulatory or contractual obligation. Also costs reflected thasestrates that exceed

the price of market alternat i ve £xceettGeEamoubtéato me s
can be recovered thgh t he assetds sal e. Wetavdred eby utildyu ¢ h
shareholders is a problematic regulatory question. Transition costisaarded costs charged to utility
customers as a fee or surcharge once an asset is s@gavated from a vertlly integrated utility.

See competitive transition costs.

E - " Embedded costs exceeding market priceECEMP - b
i A G E Ly~ " E A
~ v¥F 0 E * ECEM & AE b Yy
w e A ) - W Y rve
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transition cost&

<l

Energy- The capacity for work; a reference to electrical energy among utilities and a meathae of
guantity of electricity used in a given time period, measured in kildveaits

Energy - b w ZA zo3 Y a “ oyl p
% M A

Energy charge The portion of a utility bill that reflects electric energy consumed or billed.

Energy charge - z W E H3 YA

Energy conservation Activities associated with reductions in energy congionp including
investments in energy efficient appliances and equipment.

Energy conservation- b ’ T b

Energy costs Cost associated with the production and transmission of electricity.

ap 5 A

Energycosfs - bz a A

Enegy efficiency- Using less energy (electricity) to perform the same function. The "temergy
conservation" differs since it implies “"doing without”, although journalists use the terms
interchangeably.

Energy efficiency -a, | At T L b T
L b L TP 1 H @

j>)§

Energy, offpeak- Energy supplied during times, specified by the supplier, when system

demand is relatively low and, consequently, incremental costs are also low.

ao

v " Energy, offpeak - Ne ztv T v L .
) 3 v A
Energy, pimaryEner gy available from the utilityds supply
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Energy, primary - E H3 o3 z y ¢ A

Energy, secondary or supplement&nergy obtained from suppliers other than the ut{iitgn-firm
power).

"H " Energy, secondary or supplemehtal z E* Y z:v 7
“A

Enterprise Entrepreneurial skills, especially the ability to identify new products or mathkésrisks
and create profit.

ao

o 3" Enterprisé - o 3 % 0 a - % z

EntrepreneursPeopé who undertake the risks of production in anticipation of a profit.

o3 ~ Entrepreneufs - [ ” . A

Entry: When new firms join an industry. Entry barriers can make it difficult (or expensivenfw a
firm to begin production in some industries.

~ H

% " Entry - ET " We 3A 3 %o” a o3 -~
- “A

Environment: The totality of surrounding conditions and circumstances affecting growth or
development. Often the term is applied to the natural features of a geographic area: watsd, air,
landd including ecological relationships.

Environmerit - 0 ) A W Wa M
- a e " A

Environmental economicsThe study of how economic and environmental issues inténatiding
ways to reduce pollution and analyze wwenewable resources.

Environmental economits- v £

Ne b P a A

Equal access Referring to the ability of different users to obtain network services undesathe
terms and conditions. In the case of telecommunications, it is the abilitystafngers teselect their
long-distance telephone company and allowing all {diggance companies the sawgportunity to
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serve phone customers.

E ~ " Equal acce$s- b Y p I + z Ay
H Fuo”™ E ~ F BT Y L H F E
) W L FA

Equilibrium - A state of balance in which there is no tendency for change. See disequilibrium.

Equilibriuni - b T 5 “ s disequilibriunA

Equilibrium price- Absence of either a shortage or surplus in a market as quantity supgliels
quantity demaded.

E "~ Equilibrium pricé - Wa pt G b YA

Equilibrium rate of interest The interest rate at which the amount of money borrowersisesjual
to that which lenders are willing to offer.

£ A

<l

# 7 Equilibrium rate of interest - L b

Equities- Another word for shares, the ordinary shares of a public company that confer

proportional ownership to the holder of equities.

>

EquitieS - 1 MTs B 0| D

Equity (faimess) criteria The social desirability of a particular resource allocation. rEfierence
could include procedural fairness (equal access to the process of reaching a dwcikgtriputional
fairness (in reference to the impacts on those with difféneome8 particularly on the poor).

‘E % Equity/fairness criteria - W TE Ne W A'E %o Y

’ E " E ab_ “aNe E b ~ - A

Equity principle- The idea or concept of economic fairness. See equity criteria.

'E 4 " Equity principlé - E Y3 equity criterigh

Essential Facilit: A facility or infrastructure component viewed as necessary if a competitor is
enter a market. If potentially competitive firms do not have access to the component, thé cost
duplicating the component might be viewed as prohibitive. Of course, aiitaity requiring
incumbent companies to provide competitors access to that component at very low priegseas
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a disincentive for competitors to initially invest in creating those facilities. See efftentonents
pricing rule (ECPR).

Essential Facility - v - N NeA
Ju T L b L A - BE Y
Y E Ju L ~ Ty bbb : JU - A
3 efficientcomponents pricing rule (ECPR)

Essential requirementsConditions imposed regarding establishment, djwerand/or

provision of a network service. These might include security of network operatiairgenance of
network integrity, data protection, environmental protection, effective use &fetigency spectrum
(in the case of telecommunications), or lputhealth standards (in the casé& water/wastewater
systems).

p " Essential requirements- a / L F DA D’
nG a a G a G a a -~ H
3T~ EnA %6 / T°A

Ethics: Motivation based on ideas of right and wrong; the philosophical study of moral aatlies
rules. Some principles, such as hdypesr avoidance of exploitation, are widely acceptedhe
common moralities of many communities.

Ethics - ¢ 0 o v t Aw’ ot
o dl Wy T %OIA

m

Q7

Evening rates Rates charged by telephone or electricity companies for service afteortkday ends
(often 5- 11 p.m., Sundays through Fridays). These "shoulder rates" amexfssssive than daytime
rates but more expensive than night and weekend rates. See timeaiésse

Eveningrat€s - HE" a z E b Yy ° nunY 5
1 - T T e b B » o
As  time of usgated\

Ex parte communicationAn off-therecord communication from one side or party algarding a
substantive issue in a government regulatory proceeding. The communicdii@ctisd to an official
who will make a decision in the matter, so such interactions rettaosparency in the decision
process.

\ ’ " Ex parte communicatién- T- ¥ ab a” 6 H a
Adtb W v Vo
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Excess demani The situation when consumers wam buy more than producers are prepdcesell
at the current price. This leads to a tendency for price to rise unless there is somepficenauntrol
(and associated rationing mechanisms).

G .~ Excess demafid- E U ¥ A
E L~ yt 7 L~ ’ E

>

Excess supply The situation when producers are prepared to sell more than consumeitsrey ¢o
buy at the current price. This leads to a tendency for price to fall unless there i®osoneé price
control (and associated prisepports).

L 6 " Excesssupply i E W ¥ A
E L~ yi E ! E W A

Exchange control Government policy affecting the amount of foreign currency availaldeneestic
firms.

L Exchange contrdl- 0 pos la, A

Exchange econonmyA market characterized by trade between consumers.

Exchange econorfiy- Y Ho Wy A

Exchange rate The price of one currency in terms of another. Exchange rates can bév/fikesl set
by the government) or floating (vauluctuates according to the market). Mgemerally the term can
also refer to the price at which any good is being traded for another good.

[ E ~ Exchange rate- W s W E A Y )
- 7 B N Y K v ‘ E A

Exchange rate paritie€Exchange rates expressed in terms of gold, dollars or Euros.

w

E" Exchange rate paritiési a 'H "H A

Executive compensationAll forms of payment, including salaries, company shares and iotffiezct
financial advantages, provided to CEOs atiter top management.

Executive compensation- Y '\ O CEO 11 a’
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Exempt wholesale generators (EWGS}reated under the 1992 U.S. Energy Policy AW/ Gs are
exempt from certain financial and legal restrictions stipulatedarPublic UtilitiesHolding Company
Act of 1935.

ot H 07 0 ~ Exempt wholesale generatogBNGS -1992 é 1
~ 1992 U.S. Energy Policy Att 3, EWGHA EWGs® 6 1935 &'E Hs3
E® T Public UtilitiesHolding Company Acof 1935 T™ ¢ F L A

Expenses: Ay cost of doing business resulting from revegaeerating activities.

ao

Expenses - L K - 3 A

Extension An additional telephone line or outlet.

Ne " Extensioi - o A

Extent of a market Market boundaries in terms of both geodramnd the range of products
produced and sold within an area.

Extent of a markét - w e * A

External benefits Spillover advantages of production or consumption that are frbeneficiaries;
e.g., the sight of a wekept garden. Tése benefits accrue to those who do not produce or purchase
the product. If these are added to the private benefits we get the total social benefits.

FT O o]

ao

External benefifs - ¢

N H H ao

A b y
W A

ap
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<

External constraints: Factors that influence economic behavior but are beyond the control of a
consumer or firm.

L~ External constraints - o3 L & W A

External costs Negative spillover effects of production or consumption for whicharopenston is
paid, e.g., a polluted stream that damages the health of those living near the stream. If these are added
to the private costs we get the total social costs.
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Extemal debt The total amount of private and public foreign debt owed by a country.

U~ External debit - W Q. U F A

External diseconomies of scaléligher longrun average costs for a firm as a result of growing in
size. These may stem from bidding the prices of scarce inputs when production levels are higher (a
pecuniary diseconomy).

b ~ External diseconomies of scale v~ o3 1

- ~ ao ~

T A b G E F oyl b ~A

External growth Firm growth via acquisitions (mergers aaéteovers).

External growth - o3 A

External shocks Unexpected adverse changes from outside a given economy; e.g., a war or
commodity price shock.

I Dy External shocKs - rH a vy bzri =~ o JU
E A

Externalities- Spillover effects ofproduction or consumption for which no payment is made. These
can be positive or negative; see external costs and external benefits .

a - ~

Externalitie§ - VFNE ’ F ¥ A Y
37y ' & external costs external benefit

~

Factor cost The priceof an input used as a factor of production. The term can also be used to denote
the value of output measured in terms of the cost of the factors of production used to produce it.

T ao ao

Factor cost - * E A W 3

Factor market The maket for selling and buying resources needed for production; e.g., labor and
capital.

Factor markét - * v M o1tz A
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Factor mobility- The ability for inputs to move (geographically or across firms or sectors) or be used
in alterative produdte activities (e.g, labor mobility).

a A

Factor mobility - b T T Ty a o3
3 - ci T o z-~ 'z °"A

Factors of production The resources necessary for production, usually classified as land (all natural

resources, including mineralsnd other raw materials), labor (all human resources), capital (all
manmade resources), and enterprise or entrepreneusl
affected by the quantity and quality of its factors or production.

ao

Factors of prductiof” - * - - " Now - -
ird Ca'tzt Lz ta ~vios A

ao

ao

Fair Value: A valuation, in accordance with standard methodology, that is viewed as reasonable to all
parties involved in a transaction. The value woodkddependent on all pexisting conditions and
expected circumstances.

'E"He v~ Fair Valué - u %o a’ " " Ev TAEHe

vuWw G p A

Fairness, distributional outcomeSee equity. The term is used in reference to the impacts on those
with different ircome$® particularly on the poor.
Ne 'E " Fairness, distributional outcofhe & equityA W G b T

| . A

Fairness, proceduralThe extent to which procedures are developed following due process, where
procedures are transparent and public partigpats facilitated; such clarity and accessibility
characterizes open regulatory processes. Hearings or meetings are well publicized and arbitrary
behavior by the regulator is unacceptable.

'E " Fairness, procedufal- G v drwo L 0’
F o EnGbA E T
iTw D~ F t b i A

Fiber optics- A communications technology that permits light to travel throughthairglass fibers
and that increases the data transmission possible within a cable of small diameter.
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Field trials- Testing of a product with a small group of consumers to gauge its effectiveness or the
best marketing approach.

~ as -

Field trial$ - Ne Yo i o A

Final customer (end user)A family or organization buying a service (such as electricity) for its own
use.

Final customér end user - 4 a y F° z" A

Financial economies of scaleThe ability of large firms to borrow money on more favorable terms
than small firms.

Financial economies of scéle o3 o3 D uwn/

z A

Financial institutions Firms or organizations offering a range of financial services, including loans,
deposits, and trading opportunities.

Financial institutions™ - t W | F- a ’ W =
A

Financial intermediaries Those channeling funds between people and institutions wanting to lend
money and those wanting to borrow. Such organizations can package or aggregate financial products.

T: " Financial intermediariés- L H b A Ty

ao -

A

-

Financial statementsThe collection of a firm's accounting information including income statement,
balance sheet, and statement of cash flows. These are audited to verify appropriate separation of lines
of business for compliance with g@ations prohibiting unfair crossubsidies and requiring that
charges be derived fairly from costs and applied without discrimination.

v s

oY
<t
>

F  ~ Financial statemeht E- v H
Ty b 3+ # YN bE "1
3 a E E  Ne e | A

H
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Firm obligation-An el ectric wutilityo6s commitment to supply

a specified time period.

ao ~

o3 K~ Firmobligatio™ - z o3 p ot V4 A

Fixed costs- Production expenses that are independent ofethel of output; e.g., administrative
overhead, loan repayments.

Fixed costs - b~ " * - R = A

Fixed input- A production factor that cannot be varied in the short run.

ap ~

Fixed input - ) bi A

Fixed interest securitiesinvestrrents that pay a fixed annual rate of interest, such as bonds issued by
firms or governments.

# "~ Fixed interest securitiés- # N = 0 v FA

Fixed proportions production functierOne requiring a definite and unvarying combination of labor
and capital to produce each level of output. There are no-tHdeossible (use of less labor and
more capital still reduces output).

ao

Fixed proportions production function W 3t L 4

ao ~

0 P
- o bi A i Y ez 7w v

Fixed publidy available telephone serviceBasic telephone service (national and

international calling, emergency and information access but no-adhiex] options) made available to
end users at fixed locations.

E” I~ Fixed publicly available telephone servites L
Fo P e A H F* b~ v F “A

<l

Fixedweight index- A costof-living index with quantities of goods and services held constant.

v " Fixed-weight indeX - F G bi A
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Flat rate service Basic telephone service thataalls unlimited local calls at a monthly rate.

I~ Flat rate service - v s b H FA

Floating exchange rate€urrency rates determined by buyers and sellers rather than

government, so that the external value of a currency will rise and falidiieg to supply and demand
in the foreign exchange market.

-

Floating exchange rafes  y M | EV w

L A

Flowgate- A flowgate is a specified line, set of lines, or combination of lines and other

transmission assets that link twodes (busses) in the power system over which power flows.

"o " Flowgaté - z T H @D V4 " - aw

yrirpo A

Flowgate price- A flowgate price corresponds to the associated cost of using the flowgate to move
power between two nodes in the gystwhen the flowgate is being used to capacity. The associated
cost of using the flowgate at capacity is equal to the difference between the cost unconstrained
dispatch and the dispatch necessary to alleviate the congestion at the flowgate.

Y ~ ) ~
g ~ © 4 9

) E Flowgae pricé - " o E I 0 # a
z T He H A G Lo " "o D
H vA

Forecasting Making predictions regarding future outcomes (such as business performance or demand)
based on market research. Statistical analysis is used to identifioherelating other variables to
the dependent (forecast) variable.

Forecasting - G ~ o3 * ~ Db A Ne
G it i n 2 A

Foreign direct investmert Investment in other countries that creates production capacity; i.e.,
investment in phsical assets rather than financial instruments.

Foreign direct investméh - 1 7 R G

ao ~

1 A
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Form of Regulation: Prices can be set and adjusted according to a number of approaches, including
rate of return, price caps, and hybréjulation. Various tools, including benchmarking comparisons,

can be used to establish performance targets for firms. Besides price, quality of service (including
reliability), capacity expansion, and other elements may come under regulatory oversight.

v s w

Form of Regulatioh - E Ya W acE
A’ D [ o3 A E N

" “a” [ G A

Formal complaint processA special procedure to resolve remaining differences after an informal
complaint procedure has not yieldedules satisfactory to the customer.

Formal complaint process- W @ G

f b Ne A

Formula- An equation or rule relating variables to one another. For example, a demand

formula expressed mathematically would include coefficientspdoe and other independent
variable® showing how quantity demanded depends on the values of these other variables.

'E " Formuld - i H t Ao Ty E E Y

—_
—

i}
<
—
—
)

Forward exchange rateA contracted rate for the purchase ofefign exchange at a fixed point in the
future; participation in such activity can involve hedging (insurance) or be purely speculative.

Forward exchange rate-

W Y y
’ A i Gv~ ~ A

Forward integrationr The joining offirms that are positioned at different stages in the chain of
production. In this case, a firm at an early stage (mining) might integrate into shipping the ore. A
shipping company purchasing a mining company is an example of backward integration.

| . ~ Foward integration - B ¢” 3 :: b o3 L [, T8

¢ 3 |- “CEY LW EY A EX B W

Forward market That part of the foreign exchange market concerned with contracting for currency to
be bought or sold in the future.

Forward markét - Y v il ’ W NeA

<
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Franchise- A type of business organization allowing use of a business nhame and products by outlets
which purchase these rights but are individually owned.

~ ~ -

3 " Franchisé - o 3 W

<
gy

Franchise service téory - In the case of a utililgranted monopoly, the geographic area cannot be
served by others. Entry is limited by regulation.

F " Franchise service territcry- E  H3 i
p 3 - pb i1 Lok % 1 [ LA
Free entry (exityLackof barriers to firmsé entry or exit in a
~°  F¥™ Freeentry exit -o3 -~ ¥ 3 A

Free riders Consumers who enjoy goods without paying since access cannot be easily limited; e.g.,
neighboring firms who benefit from the private safety patpalid for by another firm.

B "~ Freeriders - 6"~ F b L~ 0 s

Ao~ o3 T G o3 0 y n FA

<l

Fuel charge- The rate charged per kilowdtour or cubic feet to cover fuel costs for power
production.

ao ~

Fuel charge -~ e Ti1 ~ z Ng™ \
AA

~

Fuel cost adjustments An adjustment to the customer's bill when the actual cost of fuel at the
supplierés generating stations varies from a previ
part of the rate settlement that e$isited prices for some period of time.

" Fuel cost adjustmerits ¢ 0 A z o y B

) \ A T E - W P E

>

Full capacity- The state reached when a firm or economy cannot produce more with existing
resources. For example, alectricity generating plant has a maximum amount that it can produce per
hour.
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Full capacitj - 'E* r )
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Full cost pricing Pricing that allocates fixed costs among all products or services sold.

n E " Full cost pricing - Ne [ ¥ o FT E A

Fully allocated cost (FAC)An accounting method to distribute al
products and services; hence, the FAC may include costs not directly associated with a particular
product or service.

n Ne " Fully allocated cost FAC™ - N [E" N 7 E:oow

ao ~

’ “ N Ne R & F A
Fully distributed costs (FDQ) See Fully allocated costs.

n Ne (FDC) &  Fully allocated cosfs

Futures market A market of contracts for delivery of commodgiat a specified future time and price;
price is often based on an auction or market basis. A futures market is generally a standardized,
exchangedraded, and governmerggulated mechanism for hedging against price changes.

Futures markét - ’ - Y E U
T A E G E %oE A % T P }
Y S B E [ Gv "A
Gas, naturat Of t en found along with oil in porous geol og

natural gas is a mixture of hydrocarbon and-hgdrocarbon gaseprimarily methane.

Gas, naturdl - 0 ¢ W pf b ® W
r - h No A

GDP deflator- The index value that removes the effect of inflation on GDP; calculated as total
national income divided by the deflator and multiplied by 100.

ao

GDP i ~ GDP deflatof - <+ GDP v’ D
v Y P&y 100A

Gearing ratio- Also called financial leverage. Calculated as loergn debt divided by equity plus
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long-term debt multiplied by 100, the gearing ratio reflects the percentage of capital availate fo
enterprise that is financed by debt and loegn arrangements. Generally, the higher the gearing, the
greater the risk. Gearing is a U.K. term used for financial leverage.

ap

U ~ Gearing ratid - 3 b A 7oy , 7 H
P&Y 100A v 1 =03 - o AW -
R/ T o3 A" ¥ F A

Generation dispatch and contrdhggregating and dispatching generation from various facilities, and
providing backup and reliability services. Ancillary services include the provision of reactive power,
frequency control, and load following. (See PoolCo and power pool.)

B ao -

0 L~ Generation dispatch and confral b z

~

L FA T R ww L L R &  PoolCo
power pool

Generation, generating plant electric pow€&he largescale productin of electricity in a central plant.

A power plant consists of one or more units, each with an individual turbine generator. Turbine
generators (turbines directly connected to electric generators) use steam, wind, hot gas or falling water
to generate powe

A w " Generation, generating plant electric pdwerT A 0 AD

ao ~ Y ~

U
W @ @ 0 i "H A 0 b0 ~
a a 5 o A

N = cro

Geographically averaged pricePrices established by averaging the costs of netleanknts across
a large region so that dosners in different areas pay the same rates.
A E "~ Geographically averaged priCes No W @ VI

P ab \4 (0] E A

Giffen good- A rare type of consumer good in that an increase in income actually decreases demand.
A Giffen good is an extremirm of inferior good. It arises because the income effect is opposite to
and outweighs the substitution effect.

Giffen good - W T v W n A

ao

¥ W w o b 0 b A

Gigawatt (gW)- One gigawatt equals one billion,000,000,000) watts, one million (1,000,000)
kilowatts, or one thousand (1,000) megawatts.
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W * Gigawaft gW" - 4 1,000,000,000 © 1,000,000/ - 1,000 A

Gigawatthours (gWh) One gigawathour equals one billion (1,000,000,000) wadurs, one million
(1,00Q000) kilowatthours, or one thousand (1,000) megashatirs.

M " Gigawatthours gwh™ - ¥4 1,000,000,000 ~ 1,000,0004 “ 1,00000

Gini coefficients- A precise way to measure the position of a Lorenz curve, characterizing the degree
of inequality acrossomponents.

Gini coefficients - W af b Ne

Glide Path: In the case of price cap regulation, the price trajectory can be establidtedeigulatory
authority. Instead of a oref price adjustment (a large discrete pricieange) the regulator may
establish a prescribed price path over time, so companéegiven proper signals for future cost
containment and investments. See pricepedb.

! "~ Glide Path - E :'* T E L A

b E W E” a E i B

<l

L L H” AG price capathA

Governance Rules, processes and behavior that affect the way deeisaking authority (power) is
exercised, particularly regarding openness, participation, accountability , effectiveness and coherence.

~ ~ w -

Governance - _ zZ Y ta W i
E adaba a W A

Government franchising The process whereby the state selects and monitors an organization that is
responsible for delivering service in a geographic area.

Government franchising- W @ WM L
A

Government intervention Government policies that affect the working of a market; e. g., price
controls.

Government intervention - b Y E LA
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Grace period A period of time where there is particular flexibility or abseraf penalties, for
example, the time period during which new telephone customers can select a primary long distance
carrier without incurring a charge from the local company.

~ ~

Grace period - W WG p % h
F E @ i A

Green power, green pricing Optional service, usually at a premium price, for power produced by
renewable fuels such as wind and solar.

Z E ~ Green power, green pricihg- Y E z -

Z P v - A

Grid - A system of interconnected power dg and generators that is managed to meet the
requirements of customers connected to the grid at various points. An independent company
responsible for the operation of the grid is sometimes called a gridco.

© GridT - W e A - b ~ ~
AW E” b EY A

Grid code- A document that contains the minimum technical rules governing maintenance of network
stability, security, and reliability and that is mandatory for all market participants. Such documents are
prepared by a transmission ®m operator (TSO) and approved by a regulatory body, either an
independent regulatory agency or ministry representing the government of the country where the TSO
is located.

%ot~ Grid cod€é - P~ LY %o
o ab i L A %01 ~ Tso L h

~

C %0 he "y W n  TSO

Y
=
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Gross domestic product (GDPA measure of the total value of all goods and services
produced in a given country in a given time period, usually a year, excluding net property

income from abroad. It can Ipeeasured as the total of income, expenditure or output.

ao

p v~ Gross domestic prodUctGDF - W @ p- oW
F EV T b’ r ~ AGDP 1z T a

ao -~

¥ A
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Gross investmentTotal investment without accounting for depreciation.

Gross investmdn - A

Gross national product (GNPA measure of worl dwide economic acti)
The difference between GNP and GDP is the value of any net property income from abroad.

ap — 1] -

v~ Gross national productGNFP - w b p

AGNP GDP M# o r ~ A

groups of customers, based on demand elasticities and the ability to presaet re

6 P¥ z A

Hard loan- One charging a commercial rate of interest and offering no concessions (or implicit
subsidies) to the debtdrhe terms and conditions are based on the perceived financial risks associated
with the organization or country receiving the loan.

Hard loafi - 3% O # b S . tkvyn D" ~

i ¢ S S " A

Hearings: Regulatory commissions oftastitute procedures for listening to facts and evidence from

the various parties that will ultimately be affected by a commission decision. These scheduled sessions
provide opportunities for citizen participation in the process, and they improve theateamsp of
decisioamaking. Some commissions adopt a Fadicial approach to regulatory proceedings, while
others have more informal mechanisms for determining rules.

Hearings - W w L 0T i "N H A

>
<l
€
C
@

W EAGb t 3 @ L

—
>

) L - 3 Wt

Hedging - Buying or selling futures contracts as a protection against loss associated with price
fluctuation.

Gv~ Hedging -y v . Yl beE * A

Hedging contracts Contracts that set future prices and quantities of goods (such as electricity)
independently of the sheteérm market. Derivatives may be used for this purpose. (See contracts for
differences, futures market, and options.)

Gv. ~ Hedging contracts - z~yMv E
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Holding company (electric utility} In general, a parent company that directly or indirectly owns a
majority or all the voting segities (such as common stock) of one or more electric utility companies
located in the region. Under the U. S. Public Utility Holding Company Act of 1935, a holding

company is fAany company which é. owns, controls é
voting securities of a public utility company. o0
oz 'E” "~ Holding company electric utility” - W W

z E n P ~ E* A 1935 & E H
3 E I B A L'E H3 E° 10% 0 F
B 5

Holiday rates- Discounted rates for using a service when demand might be low. For example, the
lower charges for long distance calls on certain holidays, as determined by each telephone company.

X E " Holiday rate3 - u v a F v n E Ap X
Y YE 3§ Foi s NFE A

Horizontal equity Fairness, in terms of equal treatment of different people in the sam

circumstances.

=c
o*
>

Horizontal equity - 'E = 4 b

Horizontal integration The merger of two companies in the same industry and at the same stage of
production.

Horizontal integratioh - 6 @ 3 p * H E° . A

Horizontal merger The meger of two companies at the same stage of production.

ao —= ~

1~ Horizontal mergér - W H E A

Horizontal networkk The part of a countryds tr asgsifitanttysi on sys
influenced by crosborder exchanges.

£l
i5¢

Horizontal néwork™ - zD N Y T

A
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Household incomeThe total income earned by all households in an economy, a significant part of the
overall level of national income.

Household inconfe- @ rp - ) T T
NoA

Human capitat Theskills, creativity, knowledge and expertise of workers.

Z " Human capital - a - zZ a A

Hybrid Regulation: Approaches to regulation combining features from a number of regulatory systems.
See hybrid regulatory systems.

Hybrid Regulatiofi - r L Ad&  hybrid regulatory
systemé

Hybrid regulatory systems A mixture of different types of incentive plaf®r example, cost of
service over a range of returns, but price caps over other ranges. Alternatively, the use of yardstick
comparisonsn creating price caps.

r ~ Hybrid regulatory systerfis- | b : Lo~ %
M pY W E” My a E @ Al a E

A

Hydroelectric generator An electric generation system that is powered by falling water. A special
type operates as a pumpedrage facility; i. e., electricity is used to pump water uphill to a reservoir
when power demand is low and electricity is cheap to produce; when demand is high and electricity
more expensive to produce, the stored water is allowed to flow down througbeleptiric
generators.

z 0 " Hydroelectric generator- W 5 Y ATl TW
¥ “p - z v ¥ y [ B '
z £ v B ~ z0 A

Hyperinflation- Very high rates of inflation, which can create major economic problems and political
instability. For capgal intensive industries, great uncertainty about inflation reduces incentives to
invest.

Hyperinflatiod™ - - H © A

ao -

G 3 b ! A
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Imperfect competition Situations where the equilibrium price is not the restilthe impersonal
forces of supply and demanbut due to the interaction relatively large rivals. The result of market
structures that feature barriers to entry différentiated products.

b n JU Imperfect competition - E b L N
Ju eb _ Ab n N ~ *

as ~

A

Import controls- Governmenimposed measures that limit the entry (importation) of goods into a
country.

o L Importcontrol§ - L L "t o " [ pA

Import prices Prices for imported goods.

o E Import price§ - o E A

Import restrictions Limitations regarding the purchase of imports, e.g., quotas and tariffs.

o L~ Import restrictions - v o L - A

Imports- Goods, services and capital assets purchased abroad.

ao ~

o " Imports - v a F A

Imputed irtome- Income estimated on the basis of opportunity cost.

Imputed incomg - Y w Y T ~ A

Inadequacies of informatiorLimitations in available information (including data and

assumptions regarding forecasts). Information is generally incompleteéced with an ideal data
base), but when it is also inaccurate, the inadequacies begin to have a significant affect on decisions.
See information asymmetries.

H b "HNS Inadequacies of information- o H ~ ° JC X -
LAn b b “e M T H bHW

A a  information asymmetrigs

ao
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Incentive effect- An outcome based on policy design that emphasizes rewards and penalties; e.g.,
obtaining greater effort by offering bonuses for reaching set goals.

ao -

Incentive effect - y " o [

Loy b Yz A

Incentive efficiency- Adopting appropriate structure of rewards and penalties, basedadable
information.

~

Incentive efficiency - & H 0 : A

Incentive Regulation: Regulation that encourages certain types of corpehaigds. Some incentives
can be pervergediscouraging cost containment. See incenlimeed regulation and performance
based ratemaking.

Incentive Regulatich - : o3 M Aw' i

—_—

i L= LA G incentivebased regulation performance based ratekiagA

Incentivebased regulationConscious use of rewards and penalties to encourage good

performance. See performance based ratemaking.

@

Incentivebased regulation- a : Y
A G performance based ratemaking

Inclining block tariffs- Unit prices that are constant over some range of customer consumption but are
higher at higher levels of consumption. Utilized by some water and electricity utilities. For example,
the price per kWh is 3¢/kWh for the first 200 kWh per month and 5¢/kidth 202500 and 8¢/kWh
beyond.

E " Inclining block tariff§ - W p YBE 7
i1BE 3w A E L z 3 a Ao - 200
VM vyp YBE 3¢ 200 \l 4V 6 500\ 1B E 5¢A

Income distribution See distribution of income.

I

" Ne ~ Income distributioh - & distribution of incom@&

Income dasticity of demand The percentage change in quantity demanded, given a 1%

increase in income. A value greater than 1 indicates an inetasgc or incomeensitive product,
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one for which percentage change in quantity will grow by more than the pge@htange in income;

a figure less than 1 indicates an incemelastic product. Income elasticity of demand is important
information for a firm in terms of predicting how demand for its products will grow as per capita
incomes rises or during a businegsle.

- Income elasticity of demafd- ~ 1% 1. Ne A
- G 1t i ~ ~ A i
6 "1 A G 11 M A ~ o3 Y
~ e 3 pi " S H A

Income inequality The extent to which income is distributed unevenly,quiadly. See distributional
fairness.

“b " Incomeinequality - ~ Ne b A &  distributional fairness

Income Statement: An accounting statement that relates sales, expenses, and net profit for a given
period.

Income Statement - e a [ # F A

Income tax A tax on wages, rent, interest and dividends that is collected according to legislated rates.

Income taX - a az # A

Increasing returns In the short run, the result when an addition to a variable factproafuction
createsa rise in marginal product.

. ~ oz ap ap

Increasing returns - P [ v v A

Incremental costs The change in capital and operating costs arising from any incremental output
increases, in contrast to fully allocated costs. So long as incrementalieesentinues to exceed
incremental costs, a company increases its value when it expands output.

- ao

v la ¥ B

X a9 3 ~

~ T As G M vw viEVA

Incremental costs- b n Ne

Incremental revenueThe additional revenue from an output exgian, also derived from bundling
products or services.

ao ~ v ~

Incremental reven(e- " ¥ G F

Version date 12 May 2009 720f 193



Independent goodsin contrast to complementary goods, these are not consumed in tandem but are
unrelated to each other.

Independent goods- G € - H T "4 b A

Independent power faciityA f aci |l ity outside an electric utility
may be able to sell only wholesale power to utilities for resale. With liberalization or deregulation,

these plantsan sell power directly to ultimate customers as retail transactions or through the purchase

of transmission and distribution services.

z " Independent power facility- 5 ~ z o3 %o Au -
7 z 0% z EX v i A L R
y D + z A

Independent power producer (IPP)Any owner/operator of facilities for independent power
production.

ao

0 " Independent power producté?P - z / A

Independent service provider (ISPFirms providing telecom services over fixed or mobilevoeks
that they neither own nor operate.

FL " Independent service providésP - ’ L FET
p b 3b F A

Index numbers These start with a value of 100 for a base year with subsequent values

measured as a percentage change from the éasea value of 105 means the variable measured by
the index has risen by 5% compared with the base year. A familiar index is the retail price index,
which measures changes in retail prices and therefore serves as one measure of the rate of inflation.

Index numbers - v 4 100 Y \Y; b v T, No
Yo Y105 b i 3513 5%A W E -
E T A

Indicators- Variables that reflect economic performance; e.g., interest and unemployment rates, retail
sales.

Indicators - { ©g £ a 3 A
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Indirect taxation- Any surcharge on retail price imposed by government and therefore a tax on
expenditure; e.g., taxes on purchases of alcohol, tobacco, gas.

Indirect taxatiofi - E H ¥ ‘ ) y a

A

Indivisibilities - Production situations where output expansions involve discontinuities. Inputs must be
utilized at some particular levels to obtain output.
b~ Ne ~ Indivisibilities™ -~ T T A" z

ap a

A

Industry regulatorss Government organizations resgible for industry oversight. In the past,
ministries established public policy and promulgated rules. Today, most nations have created
independent regulatory commissions to monitor the behavior of firms, establish rules for market entry,
and procedures fochanging prices. Commissions generally establish incentives to promote service
quality and universal access. Some have antitrust responsibilities. Other agencies may monitor
performances by firms across sectors, including environmental impacts and safeter

3 " Industry regulatofs - 3 A - L g
A - g¥ W o3 u” %o~ 1
= A v Ly kB FAR W i
i Al 1 o3 3 ’ ! nA

Inelastic- Unresponsiveness of a variable to changes in another.

Inelasti€ - bT i 1 1. A

Inelastic Demand: A situation where a one percent price change leads to a less than one percent
change in quantity of service or product demanded. Relatively large percentage changes in price cause
relatively small percentagehanges in quantity demanded. Inelastic demand means that quantity
demanded is not very responsive to changes in the price. An inelastic demand has a coefficient of
elasticity between zero and minus one.

M Inelastic Demarid- e T Wae N + i
cWe Ne AJ4Ee 3t i i A M E
T b A M 6 0 1y A

Infant industries Those at an early stage of development.

ao o ao -~

3" Infantindustries - 6 0 3 A
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Inferior goods- Goods with a negative income elasticity. Increases in income cause asdeirre
guantity demanded at a given price (e.g., kerosene.)

as

v " Inferior goods - ~ Y AE bl
P “A

Infinitely elastic demand In graphical terms, a completely horizontal demand curve. Quantity
demanded drops to zero at a highgce but will increase without limit at a lower price. A perfectly
competitive firm (unable to influence price) faces such a demand.

n " Infinitely elastic demarid - y I W A
E W vy T E v w LA n v T
03"~ 03 E X A

Inflation - A rise in general prices accompanied by a reduction in the value of money; usually
measured by the retail price index (RPI).

Inflation™ - En 3% e Y E A

Informal complaint One made without recourse to formal guidelines

Informal complaint - ¥ A

Informal sector- That portion of the economy that is not registered with the tax authorities. For
example, activities (such as black market transactions) are not reported to the government.

Informal sectg™ - F Y NeA o ~
- ~ - ~A

Information- Data that has been recorded, classified, organized, related or interpreted so that meaning
is apparent.

H ~ Informatiori - aNe a a al y A

Information asymmetry In the context of regulatn, the operator has information that is unavailable
to the regulator. See adverse selection and moral hazard.

H b ~ Information asymmetfy- T Y H A& adverse
selection  moral hazard
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Information disclosure Requirements that a market peiggant (such as a regulated firm) provide
information. If the information is sensitive (reveals key data or strategies to rival firms), the regulator
will limit data available to others.

H ~ Information disclosure - ab " o3~ ' H A H

A

8 ¥ JU ' ~ Ly . H

Ca

Information gathering Activities related to the collection and assembly of data and

information. For example, regulators often collect income statements from regulated utilities.

H " Information gathering - H Ap ~ C E

Hi3 o3 A

Information inadequaciesSee inadequacies, information.

H b HNS Information inadequacigs- &  inadequacies, informatidn

Information superhighwayA reference to the Internet and Worldwide Web.

H ‘E " Information superhighway - ’ A

Infrastructure The physical and financial capital embedded in public transport,

communication, energy and public service networks, e.g., roads, railways, power stations, schools,
bridges, sewers and hospitals.

~

Infrastructuré - G E"’ a a E" F N
E v v v v M oA

Innovation - The introduction and dissemination of a new idea, production method or product
throughout a society and economy and leading to change in both. Considered a primary source of
economic growth.

ao ao 3 ) s ~

= " Innovation - W T 1 a ai o 1., As

>
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Inputs- Resources that contribute to a production process; e.g., land, labor, capital.

Inputs -~ [ ¥ ’ ST g A
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Installation- The act of connecting a customer to a network, e.g., telephoneeser

Installation’ - " FA

Institution: The term can take on a number of meanings. It can be an organization which is in the
business of holding assets (such as banks, insurance companies, and investment companies). It can
also apply to trditions or procedures, as in those associated with a regulatory commission. Also, see
institutional factors.

~ ao ~ -

/L~ Institutiod - @ y A 3 G F
E A ib W © 37y t A G institutional factorA

Institutional factors Conditions and fonal and informal rules in the society that constrain behavior.
These may stem from legislative, executive, or judicial actions, depend on administrative capabilities,
informal norms, and social cohesion. Organizations develop and adapt within the frempevated

by institutions.

L " Institutional factors -  w T W b pYI t AL

Insurance- A financial contract based on actuarial studies of loss patterns for large populations.
Insurance provides a way to minimize fic&l losses from fire, theft, etc. by regular payments
(premiums) to cover costs should the event occur.

Y

G " Insurancg - G r . AG Y
M - G -

cn

Integrated resource planning (IRPPlanning for electrigpower needs that accomplishes specified
social and environmental goals by considering both dersmledmanagement (to reduce electricity
demand) and supplside management (to redistribute types of generation among fuel types, locations,
etc.). A public fanning process to evaluate the optimal mix of utility resources and options. In the
U.S., IRP has become a formal process prescribed by law in some states and under some provisions of
the Clean Air Act Amendments of 1992.

7 Integrated resource plannindRP™ - N 4 ~
L B Ng a N B - 7/8 Z Y W
AE” % = TE" o . A - W’
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Integrated services digital networks (ISDN) A type of network that adws users of
telecommunications media to communicate with one another, sending and receiving information from
personal computers at a quicker speed than with a modem.

F " Integrated services digital networksISDN™ - W

H g’ Y a L [ Q. 2t 0H A

Interconnected network Links between systems that can improve reliability or allow interactions
across networks. Interconnected lines included within the limits of a geographical area or operation.

€ " Interconnected network- " "H e’ A

£ W M b p A

Interconnected systemA number energy companies linked together by a common, centrally managed
regime of generation, transmission, and distribution.

€ Interconnected systém- " a T S T gz ¥ ap

T A E" WA

Interconnection- Links that (due to interoperability) facilitate transactions across networks. For
example, any connection (lines, cables, transformers, etc.) that can be used to convey electrical energy
in either direction between networks, betweerwgo stations, or between power stations and
networks.

€ Interconnectioh - B ’ ~ 6N b~Ae T k.~ - -

T4 ~ G H A H A H { z D A

Interest- Payments by person receiving a loan for use of funds. The amount paid to a lender over and
abovethe original sum borrowed.

£ ~ Interest - @, 4 0 A v S . o= Ne
duz A

Interest cover A measure of how many times over a company can pay its interest due from the level
of profit being earned (net profit before interest and taxes divideditbyest paid; the higher the
resulting figure, the easier for the company to pay). As the gearing ratio measures the relative level of
debt and londerm finance, the interest cover ratio measures the cost of long term debt relative to
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Interest rates Expressed as a percentage per annum, interest rates can be thought of as the price of

money; i.e., the extra amount thsts to be paid on a loan.
Zz ~ Interest ratés - Ne - Y E ' A3

0 A

Interexchange carrier In telecommunications, a provider of network services linking different

telephone exchanges.
Interexchange carrier- H 3 T~ b ’ Bt

Interface- The place where systems meet and act on or communicate with each other; the point of
connection, for example, between two telecommunication networks or between a telecom network and
customer equipment.

o / " Interfacé - eb T Ao “ He

H

>

Interference The static and other noises sometimes heard over the phone line.
" Interferenceg - T [ (s A

Intermediate outputs Output of product or service components that are used in another stage of the

production process.
“" [ * F NoA

T “ ° Intermediate outputs- G i

Intermediate targetsObjectives that serve as proxies of the ultimate objective, used to evaluate how
well a strategy is performing in achieving its goal.

T " Intermediate targets- F G

&Y A
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Internal constraints Li mi t s pl aced on behavior by a companyobs

practices.

p " Internal constrainfs - E” a U A

Internal rate of return (IRR) Used to evaluate a projecfimancial viability. Calculated from a
project's cash outflows and inflows. It sets the present value of the project at zero, and assumes that
the cash flow can earn the IRR.

o " Internal rate of returin IRR™ - E F A

- H
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Internet service providerAn enterprise that provides access to Internet services.

Internet service providéer- Lt ¢ " F o3A

£ Fu

Internet telephonyA type of telephony that uses the Internet for communication by voice.

Internet telephony = W a ¢ A

Inter-operability - Allows portions of a network to interface with other systems or networks. For
example, the technical features of a group of interconnected telecom systems that allow provision of a
given service ira consistent and predictable way.

£ " Inter-operability - Nob 1 7 o Ao T W 3

Yy a L 2

>

Interruptible service A type of service available to customers under schedules or contracts that
anticipate and permit service intgption on short notice. This arrangement enables the electricity
distribution company to deal with peak demands (and the associated high cost of service) by rationing
the service.

T F~ Interruptible servicé - HG L a'H

- x ~ P4

YT FA a BTy + [ ~A

Interstate pipeline A pipeline that transports natural gas across state boundaries. In the U. S. such
pipelines are subject to FERC jurisdiction under the U. S. Natural Gas Act.

Interstate pipelirie - A - y @

I A
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Intervention- Any form of government interference with market mechanisms, especially as an attempt
to influence market outcomes, e.g., setting environmental standards or establishing price controls.

Interventioni - L TR w > o
L %o E LA

Investment appraisalAn evaluation of investment projects to determine the most profitable.

- ~

T " Investment appraisal- E” Y Z A

Investment: An item of value purchased for income or capital appreciation. |Gapéstments
include equipment, pipes and other fixed assets. Financial investments include stocks, bonds, and
other securities.

Investmerit - 4 Y,

i E A ’ a i
T R\ ’ v kit FA

Investorowned utilities (IOUs)- Those utilities ayanized as tapaying businesses and usually
financed by the sale of securities in the free market; I0Us are generally corporations whose
management is responsible to the shareholders.

'E H3 " Investorowned utilities” 10US™ - b u o3 E H3E "~

i F F ’ E H3 6w B

Invisible hand- Adam Smithés theory regarding how a free 1
market) arrives at optimum outcomes and works for the greater benefit of society as individuals seek

their own seHinterest Smith was a Scottish social philosopher and political economist who lived

172390.

b " Invisible hand - Ga, # T
"4 on U Ty n W A W @ H w
- 1723 1790 A

IRP - See integrated resource planning.

IRP- & integated resource planrgA

ISO - An independent system operator (ISO) maintains balance of the grid system by controlling the
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dispatch of plants and ensuring that loads match system resources. As such, the operator must be
neutral and independent.

~ IS0 - A G b \
A W T A

Joint Costs: When multiple products are provided from the same production unit, determining cost
causation can be difficult. If products can be produced only in fixed proportion, they do Bot hav
separable incremental cost functions. In such cases, the incremental cost is the cost of the composite
product. However, when the cost causation of multiple products can be separately determined for each
product (through accepted methodologies), the gg®ds viewed as involving common costs. For
example, some overhead costs might be able to be linked to relative output levels.

" JointCost3 - W T ¥H - T T )
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Joint demand The associated demand for complementary goods; i. e., those ushdroget

Joint demand - € b W ooa A

Joint ownership Proportional sharing of costs (capital investments and expenses) and profits by two
or more firms according to a contracted arrangement (usually based on investments).

"~ Joint ownership - H @ E - G " o Ne
- F~ Ng # A

Joint supply- Products that are produced together. Product B might be viewed apradogt of
Product A if demand for the latter is the primary determinant of the level of production capacity.

ao -~ ao ao

Lt~ Joint supply - " Y ¥ A A
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Journalists: Reporters or editoriatiters for periodicals, such as newspapers. Soudividuals work
in other media, including television and electronic media.

b " Journalists - e - At it b

r A

’
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Judicial reviewi Review of an administrative decision by the Judicature. This procedure is used to
control administrative discretion and fairness of conflicts resolution.

Judicial review -~ _
I _ E A

A @ ¢ L Ry

Laissez faire An economic philosophy opposing governmental intervention beyond the

minimum necessary for the maintenance of peace and property rights in the belief that markets are the
best organizers of economic activity.
hy~ Laissez fairé - W a N H B [
ao V A

Late charge A penalty fee for customer payments received after their due date.

/ " Late chargeé - po 1| A

Late payment Payment after a bill is due.

0 ~ Late paymerit - ¥ | o A

Law of diminishing marginal utility An economic principle stating that the more a consumer has of a
given commodity, the smaller the satisfaction from each additional unit consumed during a time
period.

Law of diminishing marginal utility - W @ /. W )

" A

Law: The term has several meanings. First, it can refer to a generally accepted, yaofied,
fundamental scientific relation. A law is a scientifically verified, caarsgeffect relation about the
workings of the wrld. It has been tested and retested through the sciemifibod. The law of
demand, law of increasing opportunity cost, and law of diminishing marginal utility are three
fundamental (and extremely important) economic laws of nature. Second, the terappig to
legislative statutes.
/[~ Law’ - W HA & Y T oa
A4 “ " 65 v A i
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LEC (local exchange carrierA local telephone company.

i
n
>

LEC local exchange carrier-

Legal Frameworks: laws and policies at several levels that operate together to impact individual and
social behavior.

r L~ Legal FrameworKs - @ " b @, vy A

Legal Process: Steps involved in the implementation, application, or judgpebbof laws. The
nati onal constitution (as interpreted by the nati
The record of testimony, procedures, and decisions can be used to track actions at the various steps of
the process.

Legal Pra@ess - a Yi~ T T & AW
“bu B WA a 00 "6 T

b A

Legislation: Law enacted by a legislative body.

Legislation - T L A

Liabilities - Financial commitments that can be summed up as money owed; e.g., siroitagy,
balance sheet, liabilities include shtatm debt, longerm debt, and accounts payable. The main
liabilities of banks are the deposits of their customers.

U " Liabilities™ - k't HF . u o
V2N e VA 0 A VE O A

Liberalization- Opening up markets to the forces of supply and demand involving a redattion
government intervention, including greater freedom of entry.

Liberalization - t f§ v v %o~ ¥ A

License: Permission to engage in a certain activity, grantethdyappropriate authority. Service
obligations and technical requirements are generally specified in the associated document.

~

Licensé - z 3 Atk * - i pT i
r FyF A
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Licensing- A contractual arrangement whereby an authorized govertnendity givespermission for
a firm to operate. For example, an environmental protection agency may leayesgerator, or a
utility commission may monitor a license issued by a ministry. Also, a priiatemay license
another to use a patent, utiliaérand, or sell through particular retail channels.

~ ~ ~

/ " Licensing - 3Wae E Ao ~ G
W0 w ~ ° E Hs3 w” 0 A W
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Licensing service specifications Terms and conditions associated with a licensing process.
Performance standardspecified in the license), that must be met if the license is tmobenued.
These targets can involve very complicated arrangements for deterconmpgjance.

F % Licensing service specificatiohsi =~ 3 i p A

G Tt [ T %A T %o Y~
y T A

Lifeline rates- Rates designed to promote universal access and emergency serviceté¢éeghones,
a minimum number of minutes included in the basic rates). See low usage tariftasvaimdome
tariffs.

Lifeline rates  iw = i F “ o
Tw W v “Ad I low usage tariffs antbw income tariffdA

Light-handed incentives for efficieneysee lighthanded regulation.

Light-handed incentives for efficientyi & [ light-handed regulatidd

Light-handedregulation- Allows the firm discretion in how it meets regulatory targ&egulation
that is not intrusive, in contrast to command and control or even cost of sexgidation. This
process is designed to reduce information requirements and highiammeepbsts, while introducing
clear incentives for good performance. See performance begadtion.

" Light-handed regulatiéh -"H 'E” _ v A
b 6 pa Lx F A H
C iy ~ : Ly 3  Ad I performance basaegulatior-A

Limited company- One owned by shareholders with limited liability; i.e., their lossediraied to
the amount they have invested.
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Limited disconnection Also called soft disconnection, limited disconnection allows peopiese
telephone service has been canceled to call emergency servitéseaphone compangn their
telephone.

® " Limited disconnectioh i 1 ® - ® "H . 'la 0 F
F E A
Limited liability -Restri cti on of sharehol dersé | osisas

company. See limited company.
K" Limited liability™ i K L yn ~F HPAG
I limited companiA

Liquid assets Assets that can be converted to cash quickly and easily.

o ap

Liquid assets -~ Y "

Liquidity - The ease with which an asset can be converted to cash.

o -

Liquidity™ i ° W A

Litigation: A process of contesting an issue in an adversarial |@wvaiich can be settled by a
judicial trial orpre-trial agreement.

- _A

n
=

Litigation™ 1 WL H Y 0

Load- The power demanded from a utility systenaajiven point in time. The peak loadpacity is
the most power that can be drawn down at any point of time.
" Load i w L N K v

A

Load centers A geographical area where large amounts of power are demanded by end users.

T ~ Load centers i y4 T v A
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Load curve- A graph of the varying demand and load over a given period, shown as kilowatts
provided.

Load curvé i p T YV uwiBbA

Load factor- The ratio of the average load supplied, in kilowatts, duriggven periodcompared to
the peak or maximum loads in that period. A load factor of one implies a cotestaand throughout
all 15 minute periods.

Load factof - W pYM uwisB L b Y
o A G 1 @ 15Ne o bl A
Load following- Awheel i ng wutilityds obligation to make

difference in the amount of power being wheeled and the requirements of the customer receiving
the supplier delivering the wheeled power. This involves dedicating sufficientagjageapacity to

the automatic generator control (AGC) mode and monitoring mismatches bétvegeted and actual
interchanges between control areas and transmitting control signals t@gé@eators to minimize
this mismatch. Load following helps maimasystem frequencydtherwise, generators would slow
down if demand exceeded supply and speed up if supggeded demand. Both situations could
result in an unstable situation that could leadwoedespread outage.

Load following i o3 KYT 0 zZb
[ . Lt D Z H AT " oz
" AGC~ - LV H ’ v VH b r D
LH®  AGCO Y i bY A "6 A 1~
L © 0 B L " An 7
b T A

Load management In contrast to conservation strategtesreduce energy usage generalhad
management tries to shift demand from peak generating periods-peadfftimes. Manyutilities
encourage load management by offering customers a choice of service optionarigitis price
incentives. See interrupte rates.

Load management T b W 3 Z
C AW E H3o3 L E : F
A &  interruptible rates

Load profile- Based on individual customer data or averages for similar customers, @adiselcan
be used to estimate electricitgage and determine the cost of service. Custowidrssmall energy
needs may want to participate in customer choice billing based on arlafdd rather than interval
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demand meter data.

Load profile™ i 61 @ 3
F A ¥ G

\ A

Load shifting- Moving energy load from epeak to offpeak periods.

>

Load shifting 1 C

Loan principal The original amount of money borrowed under a loan.

Loan principal i A A

Lobbying - Attempts by individuals and organizations to influence public officials towatdsaed
action or policy. Lobbyists can provide useful information that helps clarifinthkcations of policy
options; however, much lobbying activity is directadbanefiting speciainterests which have the
economic (and therefore political) clout to influence legislation agehcy rulings. Nations often
attempt to address the potential ethical issues associated wéthube of access through registration
and eporting requirements.

Lobbying™ i Q. o 0 i S |
© A y ¢ H ' » Y 2
) - L A
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Local call- One within a limited geographical area designated by the locphtaie company.

s ~ Localcall - E” a J s A

Local distribution company (LDC) A company that engages in transporting a service nareow
geographical area. In the case of natural gas, a company that buys gas for resalsdéosamt tha

may deliver the gas from interstate pipelines to t
Ne 'E™ ~ Local distribution compaiyLDC™ i W M o H F ET Ay
MDV \ER y ~
A
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Local exchange See central office.

Local exchange i a  central oficeA

Localloop-The wire connecting the telephoonestcompradhsy 6s

property.
Local loop i E* A

Long distance cal See toll call.

Long distance cdll i a toll callA

Long run- A relatively long period of time during which all economic inputs, including capitai, be
changed.
Long rur i W e P P

T A

Long-run average cost curvéA graph of the minimum unit cost of production at each leveluput
while allowing pant size to vary.

Long-run average cost cufve i b N ¥ b ¥

ao ~

S 1B A

Long-term liquidity ratios- These financial ratios assess the performance of funds invested in a
company for a longer period of time; including the geaaind interest cover ratios. Theyeasure the
extent to which the capital employed in the business has been financed eighardiyolders or by
borrowing and longerm financing.

B Longterm liquidity ratio§ 1 G E We P G WE
% F N + # A’ Ty 034
T Y A

Loss (energy, water, and commercial losseShergy (kilowatthours) and power (kilowattdpst or
unaccounted for in the operation of an electric system; primarily attributable to &naesfprmations
from kilowatthours to waste heat in electric conductors and apparatudodises). Water losses are
often from leakages in a system. Commercial losses encommpagse theft: taking service without
making payments to the service provider.

a 3 Loss™ energy, water, and commercial losses Z
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Low-income tariffs- Price structures available to customers below a designated inbagsbold to
promote universal @ess to infrastructure services. Such tariffs generally intahgeted subsidies.

~ A ~ ~ ~ -

Y E Low-income tariff§ 1 Y W L E
W LB FA E W A

Low-usage tariffs Price structures available to customers who are willir@ptsumeelatively small

amounts of service. These tariffs may involve invested block rates, sometiambse | ed ALi f el i ne |
¥ E " Low-usage tariffs i F L E A E
" 1 E - 3 Ao

Mandates Input requirements or performance targgiscified by legislation or agency rulingduch
requirements generally give little or no discretion to the firm that must comply. Meatingates
requires expenses that usually are passed on to customers in the form of highéumdassghere is
alrealy significant managerial slack). There can be penalties associatatbwitbmpliance.

Mandate3 i L ~ 3 A
3 E b , H A E
g B"Ab | v A

Marginal cost- The cost of providing the next unit of output. When larger increments of catput
considered, the equivalent teimincremental cost. Sunk costs would be ignored since tes®
change with a small increase in output.

Marginalcost =~ ¥ v WaeiB O A % i Y A
Wi Kv i 7 ¥ v A

Marginal cost pricing- Setting price equal to the additional cod$t ppoducing each unit (e.g.,
kilowatt-hour) in terms of changes in associated variable costs.

~ oz ao

E " Marginal cost pricing - i vy 1By
- E A

Marginal external benefit Benefit resulting from the production or consumption of additiométs
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accruing to a different party than the one producing or consuming the product. See positive
externality.

Marginal external benefit - { B . G

33>
33>

ao

A&  positiveexternalityd

Marginal external cost Cost resulting from therpduction of one additional unit accruing to a
different party than the one producing or consuming the product. See negative externality.

ao

Marginal external codt i~ {8 . Y G

33
333

v AG negative externaliti

Marginal price- For a simgle service, the price per unit for the next unit if it were purchddeder
block tariffs, the marginal price depends on the level of consumption. In the gaséiple products,
the difference in price of a bundled service with and without a partieldment.

E ~ Marginalpricé i YW F~ E yNDeyB” iBE A
E p N E U_oa A" Tt oL T

"H E # A

Marginal private benefit The increase in benefit obtained from consumption or productiamef
additional unit received by the entity consuming odpicng the product.

ap ao

Marginal private benefit - W @ y B
¥ A

Marginal private cost The cost incurred from consumption or production of one additioniaborne
by the entity consuming or producing the product.

ap as

_ Marginal private cost - W @ 1 B”
v A

Marginal product The change in total product obtained with an additional unit of a varfiatter
(e.g., labor).

ao ao &

2) ‘

~ [

Marginal product - ~ W 1B i (
A

Marginal product of labor The additionto output when there is one additional worldeslding other
inputs fixed).
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Marginal rate of tax The proportion of each extra unit of income owed to the governrhigtt.
marginal tax ates can act as a disincentive to effort.

Marginal rate of tax 1 W 1B 7 NoA
bze :_ 1'z bAA

Marginal revenue The change in total revenue from the sale of one additional unit. penfectly
competitive firm (or pricgaker), marginarevenue is equal to price. For a firm withdawnward
sloping demand, marginal revenue is less than price.

ap ~ = -

Marginal revenue - yWaliB” i. A cgWe
n Ju EE° E i GE A cWa” 7! B,
GE A

Marginal social cost The cost incurred bigoth the firm and society for each extra unit afed or
service produced. The marginal social cost includes any negative externality.

ao

v " Marginal social cost - E* W W@ 1B F 0O
A W ’ A

Market- Collection of buyers and settethat, through the forces of supply and demdestermine the
price of a product.

ao

Markef i y v L,v oz () E A

Market concentration Market domination by the largest firms in the industry expressed as the

percentage of market output produdedthe top four firms: foufirm concentration ratio. Anore

sophisticated measure of concentration (Herfindal Index) incorporates the size distrbuibtihe

firms supplying output to the market.
T ~ Market concentratioh i 3 p B L~ w o3Pk

o3 \ Ne
Herfindal — ~ ~ L o3 Ne ' A

Market economy An economic system that rewards individuals on the basis of their skidg, and
of the value of the resources they own, where resources are allduatedht supplyand demand
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(price mechanism).

Market economy i WaevYeae. a a \ EV WY @
r ) ; L b (e L ) A

Market failure- A situation where the presence of positive externalities or negatteenalities leads
an output level for groduct that is too low or high. That is marginal sobiahefit deviates from
marginal social cost. Also, see market imperfections for a related smtcofmstances that yield
inefficient output levels.
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Market for loanable funds This is the financial market where firms borrow funds supplied by
investors.

Market for loanable funds i ‘E* ~ L A

Market foreclosure Government erection of entry barriers. Also, business conduct that tmaiteet
access by other potential supplies. For example, vertical integration by a manufatturetail that
dramatically reduces the ability of other manufacturers to obtainbdistnn channels.

~

Market foreclosure i %o A3~ L 1 L ~
3 wWAr TaA . w 4 A No Z

>

Market imperfections Situations that differ from those that characterize efficient competitargets.

Market power is inconsistent with perfect competitidso, when consumers are rmware of the

consequences of decisions on their own health orlvedflg (e.g., unhealthy food ansafe products),

such consumer ignorance is sometimes viewed as a market imperfectioimpBerbctions provide

a potentialjustification for government intervention (and antitrust @noduct labeling, in the above
cases). See also market failures for another category of problems.

b " Market imperfections - b v ’ b " Ab n T
zb n LU bW A ~ "HNe [T ia
2 ~ ba b n " ) ” bW
b A b a toss 7 AR | * ~
W As  market failureS cs W A

Market penetration A strategy of low piging or intensive marketing used to enter a masket
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expand market space.

<1
<
m

(Market penetration

Market penetration pricingReducing price to increase market share.

E (Market penetration pricing E Y ¥ Mo A

Market Power- The ability of a company to raise prices above the competitive level for a
nontransitorytime period. Generally, such power is based on absence of close product substitutes, a
low degree of competitive rivalry, or the presence of entry barriers

z (Market Poweyi'E®  x E U oyt z AW

ap .

z ¢ M 97 a Ju v a ~ A

Market Reform: Government intervention that is ostensibly designed to improve mparkgmance,
reflecting lessons learned from past developments. Generally, such iliafaives liberalization:
reducing entry barriers and encouraging new entry at those prodstdiges where competition is
feasible. In the case of electricity, reform might involve restructugiegeration, developing new
incentives for improvements inmansmission and distributiopromoting regional trade, and adopting
a regulatory system.

~

Market Reforri - w 31 =2 70
AW - i ot :030b
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Market rules- The procedures that must be followed to participate in a market. In the case of

electicity, these would be the operating rules for an open electricity market prepared by a group
representing the interests of different market participants and approved by appropriate regulatory
bodies.

t” Marketrule§ i ab Ay z 3un- ; 0
b # ab %o N [ %0 Z !

>

Market segment A particular group of consumers within a market, e.g., those abpadieular age
or those lacking substitutes.

Né Market segmefit i p e r 0 @
r [ g A
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Market share A firm or brandbés share of tot al sales of

ao ao

M ~ Marketsharei Wa E” Foo F
o A

Market structuréd The characteristics of a market, including concentration (the humbesiznof
distribution of firms), extent of product diffentiation, entry conditions (including entparriers), and
degree of vertical integration.

Market structure i R T ~ o3 Ne ~
) Y i

Market supply curve A graph showing the horizontal summation of all indietsupplycurves.

L ® Market supply curnve 1 AL Nv A

Market value- The current value of a security or commodity according to present nopritgttions,
and thus presumably the price at which additional amounts can be bought or sold.

Ev™ Marketvalué i | e} E

v E e F e A

<

Marketbased price A price set by individual decisions among buyers and sellerscomgpetitive
market.

~

E Marketbased price i U T ¥ [ @ % " E
A

Marketer (for energy} In contast to an energy broker who functions as a middlemamnargy
marketer is an agent for generation projects and markets power on behaljefhdnator. A marketer
may also arrange transmission, or other ancillary services as needed.

~ ~ ~

Marketet forenergy - b1 T . w T -
0 9 .° 9 0 o3 z A " 37 vy z i
|_

>

Marketing economies of scaleAn advantage of large firms, which have a lower unit cost for
advertising and promotion than small firms.
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Marketing mix- The balance of marketing techniques to sell a product or service. Gtrsist of
price (compared to that of competitors), targeting of product to a particular nmsegeient,
promotion (advertisig, etc.), and product distribution channels (place).

Marketing mix i * F A E G

ap

Ju - No B B -~ Ty

ap ~ a

Mark-up - The profit margin on a good or service.

¥ G HE ~ Markug i Foo# A

Mark-up pricing- Setting pri@ a certain percentage above average cost.

v E "~ Mark-up pricing i H: ¥ W o E A

Maximum price- An upper limit on price set by government. If set too low, the ressigisficant
excess demanrdequiring some form of neprice rationing.
E” Maximum pricé i E 't A v

1 E B - A

Measurable economic welfaré\n adjustment to GDP made by considering economic wellbEimg.
example, adjustments are made for the value of leisure time and the vdloasehold ervices
(cleaning or chilecare) that are unpaid. Such measures also attemipicdoporate the negative
externalities associated with pollution.

- # Measurable economic welfare p 7 v b A

b EV - F H "ev b A
3 A

Measure of value The use of some common denominator, such as money, to compasduihef
goods, services and factor rewards.

EV " Measure of valie - W % a P R a F

EV A
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Measured rate servicé\ type of basic phone servigevolving charges for each local call.

L 3 b~ Measured rate service i W o s

A

Mediation: A process in which an impartial party assists in settling differences aroatending
parties: an informal, voluntary process intendedeolve conflicts, withoutesorting to compulsory
arbitration or protracted litigation.

a
—_—
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Mediation® T 2\
L e y A

Megawatt (MW} The equivalent of 1 million watts.

® ~ Megawaft MW~ 4 A

Megawatthour (mWh)- The equivalent of 1 million wattours.

&) -~ MegawatthouFr mwh -4 A

Menu auctions Auctions that involve bids with multiple components. For example, a firm might bid
on the maximum price it will charge over the next five years and on the percenthggiopulation
with access to the service at the end of the time period. Selecting a winner would require that weights
be given to each component.
i M~ Menu auctions - 1 MAe % E° % E™ A
7 p a + N o + A

3 W A

Merchantbanks - Those providing mainly commercial services, including issuance of company
shares.

3 ~ Merchant banks -h L3 v F 0 A

Merger- The combination of two firms to form a new company.

Mergef - E , W E* A

Merit goods- In contrast to dmerit goods, which are perceived as having a negative social value,
merit goods (like education) are seen as having a positive social value. They would tend to be
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underprovided in a pure fraearket economy. For example, vaccination programs keep dissate

low, but individuals responding only to market forces may be unable to afford the vaccination or not
take into account the extent others benefit from reduced risk of being exposed to a disease. Without
government intervention, there would be negatiucial effects.

Merit good§ - Y WE V - " ~ w1
wEV A n p I W et b Ap ~
a0 Waeyv S T | @, 3 b - ~
- C "~ vir, A
v e W A

Message unitA unit of measurement for teleph® charges based on use.

H Y "H Message unit - a 1B A

Minimum charge A provision in a rate schedule maintaining charges for service at a certain specified

l evel regardless of wuse; i.e., it eameuntreeenif t hat
little or no energy is consumed. Such changes reflect cost causation if they are based on costs of
service such as meter reading, billing and facilities maintenance.

i " Minimum chargé - it Wa a b ~ F W @
23 Y v G Iibw [ @
Y NA Y a F W v [SEY
A

Minimum efficient plant size The smallest size possible for a plant to operate relatively close to
minimum average cost for a larger plant.

A " Minimum efficient plant sizé - G v a A

A

Minimum price- A lower limit on price set by government. If set too high, the resudtgsificant
excess supply, resulting in output that is not purchased by consumers and often leading to some form
of production restrictions. See surplus

A - Lo
a  surplus

Y e~ Minimum pricé - L E

A ()

'_S(

Ministerial policy guidance Documents or statements establishing policy objectives and general
approaches to economic and social isslezs/ing investigation, rulenaking, and implementation to
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appropriate regulatory agencies.

Ministerial policy guidance - W 2]
i g b A

Mixed economy One in which resources are owned both by private individuals and the

government.

~

Mixed econany”™ - 7/ " A

Mobile phone One that functions without a physical (wired) link to a telephone company.

~ ~

Mobile phoné - b E S b A

-

Modem- A device that links computers by using the telephone network, converting audiadones
digital pulses and vice versa.
L ~ Modem -a Ny Il H® * T "

A

Monitor - To check, observe, or scrutinize. In the case of telecommunications, an employee of an
information provider who participates in or supervises live 900 or 976 calls.

Monitor” - ~ - A 3 H L a 90(B 976 & T
s T b3 A

Monitoring - Listening in on telephone conversations between others. Can be used for legal
administrative purposes.

~

Monitoring” - &1 . H " AT b, A

Monopolistic competition- Competition among a large number of small firms that produce
differentiated products. Easy entry and exit, e.g., restaurants in a large city.

ao ~

JU' Monopolistic competitioh - t # A EY H JUA'T
Bz - F L A

Monopoly- Exclusive control of a marketta single provider, supplier or seller.

w

Monopoly - YW ¢ At T @ A
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Monopoly profits- Above-normal profits earned by monopoly providers, suppliers, or sellers.

# "~ Monopoly profit§ - Looat 7 z A

Monopsony- A market with only @e buyer (single customer). An unregulated monopolist will
undersupply a product (to increase the price), halting production where marginal revenue equals
marginal cost. Similarly, a monopsonist will purchase less of a product to decrease the prite it has
pay, to where its marginal expenditure just equals the marginal benefit from an additional unit of the
good or service.
y " Monopsony -  Waey " 1 W - Abi wi ot

G

2 ap

A A
v yE y y B F Fi G A

Monthly charges Recurring charges for a service such as basic telephone service.

v ~

Monthly charges -w + F° Foog 0 A

Moral hazard When the operator has private information about the amount of effort that is required
to provide the service efficiently, this is called moral hazard because the operator has an incentive to
exert less effort than the regulator would preféerathe regulator establishes its policies. In addition,
moral hazard can result in the possibility of loss attributable to the character or circumstances involved
in an agreement. This situation occurs when one party to an agreement changes behavior after
reaching an agreement. E.g., when an insurance company is not given complete or accurate
information about future behavior by the insured, where the insured party will be less careful than
when the party was uninsured.

Moral hazard - G [ -7 H ) X
Ty YW 6 " VoG %V ‘'z As " Y.
i ) - W ’ Gl \
VR N " A % 6 F G W on % H
G W wY 6 G EY "HNe " H © A

Multinational corporation (MNC) A company operating in more than one country.

'EY © Multinational corporatiofdNC™ - W @ Y:'* E* A

Multi-part pricing- In contrast to a uniform price, the use of price structures to enheveeues or
better track costausation. E.g. fixed monthly fee and per unit price; pricing both kwWh consumed and
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kW demanded during the period. Declining block prices are also a form of-pauttipricing based on
consumption levels.

E” Multi-part pricing - WE ~“a E 1 n, A
LI vyi1B8B~a ~“E a M Y EA E

Multi-part tariffs- See nalti-part pricing.

E " Multi-part tariff§ -&  multi-part pricingA

Municipalization- A muni ci pal i tyds assumption of responsi bil
residents. In the case of electricity, the city could either generate and distrilugie gggourchase it

wholesale and distribute it. The term is sometimes used to refer to the process whereby a privately

owned utility is bought and operated by the municipality, sometimes under extreme pdessigtes

as not providing rights of way or levygrtaxes so as to make current private operation uneconomic.

Municipalizatior’ - L'E H3 F KA zZ T We
Y 0 0y z° A E
H3 o 3 - R AzH4WO © T b
a B i b AT " blIE L

Municipally owned electric systemOne owned and operated by a municipality and hso#fering

service within the municipalityds gener al boundari
zZ ” Municipally owned electric systém Z N
p v FA

Nationalization: Government talever of an industry or company, transferring ownership from
private individualsd the national government.

Nationalizatiofi - W 3 E c . T A

Native load customersThose customers, wholesale and retail, served by a transmission

provider under the terms of a statute, franchise, regulatory requirements, or contract.

~ ~A

Native load customets- o a A !

5 ~

n vk 0 " z "A
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Natural advantagesThe inherent benefits of a particular locale; e.g., a good climate, access to low
cost river transportation.

n "~ Natural advantagés- n>' - R p~ v
A

Natural monopoly A situation involving a single firm that can produce a given level of output at a
lower total cost than can any combination of firms. This occurs with economies of scale (relative to
the size of the market) and has been useastify public monopolies governed by regulation.

ap

Natural monopoly- W 'E- ¢ W ES L Y '
’ b e b T ‘E

> >

Negative equity Characterized by an asset valued below the amount of money owed for it; e.g., a
houseofles val ue that the owner s mortgage.

Negative equity -i 4A b VO Tvye h A

Negative externalitiesAlso known as external costs, these are the adverse effects of commerce borne
by those outside the activities of production and consumptionanahich there is no recompense;
e.g., the noise levels endured by residents near an airport.

- ae -

Negative externaliti€s -3 @r 3

b# T OF e’ - 1

>

Negotiation- A process of reaching agreed terms among different stakefolde

" Negotiatioi - b z H W A

Net asset turnover ratibA measur ement of the ability of manager
generate sales revenue, calculated as sales revenue divided by capital employed. Too high a number

may indicate @o little investment while too low a ratio (relative to comparable firms) suggests

inefficient management.

ao ~ ao ap

r Net asset turnover rafio- 'E” (] Tz -
G oy Ab E v ro " -
Yot Y A

Net incomei in accounting, from thencome statement: total revenue minus operating costs
(including depreciation). This term is often labeled accounting profit.
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Net investment Gross investment minus depreciation.

r "~ Net investment - P A

Net present valuesThe value today of anticipated future incomes and expenditures. The formula is
shown below, where CFi is the cash flow in period i and r is the discount rate

[ v~ Net present valués ~ ¥ v A'E /|~ CFi D -
ior A
PV CF1 + CF2 ‘e CFn
° (+7) (I +ry (I +ry

Net profit margin- A measure of trading profit relative to sales revenue calculated by dividing interest
and taxes by sales revenue and multiplying by 100; sometimes referred to as the trading profit margin.
A low net profit margh can be compensated for by high volumes. Similarly, a high net profit margin
allows low volumes to enable a firm to earn the required return on investment.

[ # " Net profit margifi - 3 # G ~ TG # Y
" P&y 100% R b 3% Av [ # Ty o 3F A -
r# a o3 3k v T A

Net social benefit The benefit remaining when total social cost is subtracted from total social benefit.

r W ~ Net social beneffi - W W Yo A

Network- A system of production and consumption points, switching nodes, and links (for transport).
Infrastructure involves networks for telecommunications, transport, water, natural gas and electricity.
E.g., interconnected trangsion or distribution lines that allow multiple power supply to any
principal point on the system.

ao ~

NetworK -
’ R zZA 7 ¢ - @t ¥ "H

Network access chargesee access charge.

Networlk access charfe-6  access charde
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Network interface- The technical characteristics that allow different networks to operate across
interconnection boundaries. Each network must provide an interface at the point of connection, and
these interfaces must lmmpatible to allow inteoperability. e.g. telephone signals that can be
transported across boundaries.

o = Network interfacé -"H A @ L

£ ~

We o o [ Y A - H” D

>

Network losses (GWH) The network losses occurring iratrsmission and distributiometworks due
to the laws of physics (physical line losses) and to theft (commercial losses).These are calculated as
the difference between the electrical energy supplied to the network and the net electrical consumption
measuredby meters.

(" v’ J Network lossés GWH™ - T a T8

~

t3 - A - { H

Niche market- A narrow market segment with specialized needs met by supplies with unique
capabilities. As firms gain experience, they may expand beyonddhe.

# " Niche market - Ne ~ 1 z Ne
A E” i Tty [ N H A

Night/weekend ratesDiscounted prices for network use during-péfak periods, e.g. less expensive
telephone rates available during periods of reduced uselyddap.m. to 8 a.m. daily, all day
Saturday, and most of Sunday.

IX ~ Night/weekend ratés- a i E” D a
v My 11 [ w ::418 a En

wB A

Nodal prices- In electricity, prices for transmission services based on the diffeseingeneration
prices at the nodes linked by the transmission line.

E~ Nodal price$ -  z G D b H 0 E L
D FE A

Nominal data- Data with values or observations coded so that these can be counted but not ordered;
e.g., designating males 0, females as 1 or indicating marital status by M if married, U otherwise.
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Nominal rate of interest The annual return from lending money expressed as a percentage, without
consideation of the rate of inflation. See real rate, interest.

y # ~ Nominal rate of intere%t- No S b Aa real
rate, interegt

Non-exclusive benefits Those available to everyone and not just certain groups.

~ ~

T # " Nonexclusive benefifs - r z A

Non-governmental organizations (NGOsprivately financed organizations that represent particular
groups or interests. For example, the Sierra Club and Greenpeace are environmental NGOs. Some
NGOs provide financial and technical assistance ireldg@ing countries. Others primarily engage in
lobbying activities.

Non-governmental organizationldGOS -9 P # Ao~
Kl ~ SierraClub G A 0 T
L "Air h CH D A

Non-marketed output Economic activity that is ndncluded in official figures for national income
because there are no formal transactions recorded.

ao

¥~ Non-marketed outpiit- - " T T

A

Nonprice competition- The variety of ways that firms compete for customers besides prige; e
special offers, coupons, packaging, etc.
E JU Nonprice competition -E~ 4 JU E H U T

#n ~n F A

Non-published numbersTelephone numbers that people choose not to have printed in a directory or
available through directory assistance.

E " Non-published numbefs-, I b ~ A = o

A
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Nonrival consumption- That consumption characterized by free availability; e.g., air. See
non-exclusive benefits.

Ju ~ Nonrival consumptioh- Y ® " ro A nonexclusive
benefitA

Nonwagebenefits- Those offered to workers in addition to monetary pay; e.g., access to health care,
meal vouchers, pensions.

am

-

#"~ Nonwage benefifs - oYy £ "M G

I A

Normal goods Products that experience an increase in quantity demandedpgheapita income
increases. This is in contrast to inferior goods.

W ~ Normal good3 - v v At v i A

Normal profits- The minimum income a firm needs to attract capital and continue operations. These
returns provide bondholders with intereayments and stockholders with a combination of dividends
and stock price appreciation that is required by equity investors.

# ~ Normal profit§ -E vy G E ¥V . v
Z a K U E

>

Normative economics Statements of opinion that cannot bevad or disproved regarding solutions
to economic problems, primarily because weights given different policy objectives reflect personal
preferences. See also positive economics.

Normative economics - T ¢ b

i " h Wb i Q. A&  positive economids

Not-for-profit - An organization whose primary function is not to earn a profit; e.g., a charity.

~

# Not-for-profit™ - h b 6 # A

Objectives: Desired outcomes, such as efficiency, innovation, expanded servicas;iahdstice. In

the regulatory or political context, citizens may have objectives for the regulatory or political process:
such as transparency and stakeholder participation. Broad economic and social objectives of citizens
include freedom, equalityusgtice high living standards, and technological advancement. Political
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leaders attempt to discern (and shape) what citizens want from infrastructure sectors. Social values
may reflect a consensus or be deeply divisive and lead to dramatic shifts in publicEpaditts such

as an energy crisis or a serious accident can also trigger changes in public priorities and a willingness
to move from the status quo.

Objectives - v e T F v yA 7
E ‘ ab AE W ’ v
N %o A #" " E A
eV 1T = Ne EvV F E T A s N
H  H® 0 0 Tyl A
Obligationto serve A ut il i tybés requirement to provide servic

Utilities have traditionally assumed this obligatio exchange for an exclusive monopoly franchise.

F k" Obligation to serve -E  H3 o 3 K™ 44 @ 0 L F° D
W E H3 03 T W@ p A
Official exchangerateA | ocal currencyb6s official rate of exch
Official exchangeaté - L E Q A

Oligopoly - A market dominated by only a few suppliers, e.g. one with a four firm concentration ratio
of .80

Oligopoly - L h °~ “"We T eF T [ 809%A

Open access The ability of service providers to use a network opperatb s net wor k under t e
conditions that facilitate access.

v ~

Open acceSs- F ¢ Y p g A

Open access santiene information system (OASIS) A reattime informationrsharing system that

gives all buyers and sellers of electricity accesshe transmission costs for all other buyers and
sellers to ensure that transmission owners and their affiliates do not have an unfair advantage in selling
power. OASIS is available over the Internet in the U.S.

H 0 " Open access santiene informaton systemOASIS - @ H
. - L H “vyG o3 T i E b
b E nY B A Ty £ [ H © A
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Open economy One engaging in international trade with few (or no) export and imgstrictions.

Open econoniy -0 b T - ~ %o L e A

Operatigp Expenses: An expense arising in the normal course of running a business, such as
managerial salaries.

) A

~

3 Operating Expensés-o 3 TO

<l

Operator- In electricity, the organization responsible for ensuring that supply and demand are in
balance. In telecommunications, a telephone company employee who assists people with calling. The
latter role is automated in many countries.

/ ~ Operatof - z il kK Gt A Nt

T, 8 EX A -

>

Opportunism: The practice of takinghantage of opportunities or circumstances, or of seeking
immediate strategic advantage with little regard for ultimate consequences to potentially affected
parties.

w hy~ Opportunisri -# Y ny " vy v a nb
T A

Opportunity cost- The valueof alternative actions foregone when decisions are made; e.g., in
choosing one brand, a consumer foregoes purchase of another.

W " Opportunity cost -b # _ EV W @
“ s We A

Optical fiber- The thin, clear glass fiber used in phone ek to carry signals. See fiber optics.

) Optical fibef - T 6D H” f A fiber opticA

Optimal least cost That purchase option that satisfies user requirements at the least cost, e.g. a
network expansion plan that minimizes the present vdlaests.

w

von, " Optimal least cost - v

Y %A
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Optimum allocation The distribution of goods such that it is not possible to increase the welfare of
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any one consumer without reducing the welfare of some other consumer.

n " Optimum allocatiof b i 1 7 # Y KW # Ne A

Optimum output The level of production where marginal benefits equal marginal costs.

ap ao ~

n ¥~ Optimum output - G ¥ A

Option- A contractual agreement that gives the holder the right to buy (calhppticell (put option)

a fixed quantity of a security or commaodity at a fixed price in a specified time period. Options may be
standardized, exchangmded, and government regulated, or dhercounter customized and
nonregulated.

Optiord™ - 3, Y E y~© - F 7 -

Optional tariffs- Provision of a menu of rate designs, giving potential consumers a chose as to which
one they might accept. These can be designed to provid@iwisituation® benefiting both the
supplier and demanders.

~ h =

" optional tariff§ - L WM™ [ | C
o £ A

Original Cost: For accounting purposes, the total costs associated with the initial purchase of an asset.

ao 5

A " Original Cost - w b A A

Output per worker A measure of productivity calculated by dividing the total output by the number
of workers.

° ¥~ output per workér - "z v “EF Y . [ A

a
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Overcharge A price above the authorized rate.

E”~ Overchargé - 6 %o E A

Overproduction Production beyond a socially optimal level (financial or physical) and to the net cash
flows resulting from operating or utilizing the natural resource or other asset.

ao

v~ Overproduction -A
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Overseas investmen® he purchase of foreign assets.

ao ~

overseas investmeént- A

Ownership- The entity (person or institution) that has legal claim to property.

as ~ ~

h~ Ownership - r A

Packaging Materials including product containers used to display market a product.

ao

Packaging - G 1T A

Paging service A company that transmits messages to pagers.

D F~ Paging service- t D 0 H FOE A

Parallel path flow- The flow of electric power along a transmission system as a resulheduded
power transfers between two other electric systems. (The power flows on all interconnected parallel

paths in amounts inversely proportional to each pa
w " Parallel path flow - He Z H w D D
wo A £ w o b\ i "A

Parameter In characterizing a functional relationship between independent variables and a dependent
variable, when the relationship is quantified, the resulting coefficients are parameters. If precise values
are not known, then letters may be gssi to coefficients. For example, for the demand equation,
P=A-bQ (where P=price and Q=quantity demanded), the parameters ard . skrdempirical study

might provide estimates of the two coefficients.

a = Parametér - i i H 7 g 7 v " , [
Ha A b v ’ Ao~ 2 T  P=AbQ
P ~ Q= ~ A b & A T w ' He T VA

Pareto optimalA definition of maximum economic welfare such that no one can be mduter off
without someone else becoming worse off.

~

n" Pareto optimal - 7 & # _ H n balT.
i Loy i A
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Partnership- A firm owned by two to twenty people who share profits and usually haimmited
liability for the firmés debts and obligations.

.. P o3" Partnership - 2 20, " 03" z " T F o3 VI
K A

Pay phone A public telephone requiring payment either by coins, phone cards, or charges to another
telephone account.
E" "~ Pay phong - 0 E" STy adVv s We T

A

Payback period The amount of time anticipated for recovery of the initial investment in a préjrct
example, if an investment of $100,000 generates net revenue of $25,000 per year (revenue less
operating costs) the payback period will be four years.

Payback period - A Ao~ w10 "H
"Too25 g v T ™o w4 A

Paypercall - A particular type of information service (e.g., chat lines and psychic advice) offered by
telephone through 900 numbers for a fee greater than the cost of simply transmitting the call. This may
be a peminute charge or a flat fee.

~

0 Paypercall” - W 900~ L H (SR

~ i - Ne O A

Peak load or peak demandhe demand or load representing the maximum level of electricity use in
a given time period.

v v Peak load or peak demand P

v A

Peakload Picing: Pricing a product at higher levels during periods of highest demand. Such an
approach signals users that continuing high levels of usage are imposing high costs on the system (as
when the system capacity must be expanded sooner than otherwisebevdhtel case). Usually, the

higher prices are in effect during a specific set of hours. See also time of use pricing and real time
pricing.

v E"~ Peakload Pricing - EA
- v vz - y ~A E7
A G time of use pricing real time pricind\
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Penalties, nomenewal/license When a regulated firm fails to meet a target or terms of its operating
license, the consequence can be a monetary fine. In extreme cases, a license might be withdrawn,
having dramatic consequencesttoe supplier.

3 " Penalties, nomenewall/license - o3 b

ao

MY AH -7 v 3 - L H

>

Penetration pricing Using a policy of low prices when entering a new market to gain market share
and reduce unit production costthrough scale economies or moving up the learning curve.

E”~ Penetration pricirg - vV E Juh M Py B

i1 4 403

>

Perfect competition An industry with a large number of small firms selling homogeneous products to
a large number of buyers.

ap ao ~

n JuU Perfect competitioh - o3 A 3 A

Performance Standards: A benchmark against which to evaluate performance of an activity or of an
entire organization. Standards generally do not specify how the targets are to be met, just that there ar
consequences for not meeting or exceeding the standards.

— a

%c Performance Standafds ¢ T W Q@ %A %o
b w v Y7 Fb %o A

Performancébased regulation (PBR) Any ratesetting mechanism that links rewards to desired
results or targets bgetting rates (or rate components) for a given time according to external indices
rather than a utilityds actual cost of service.
reduce cost than cesft-service regulation. In developing parftance standards for a PBR plan, a

utility should: understand its historic performance in order to develop an appropriate baseline for
yardstick Comparisons; determine those areas where cost savings may be realized and quality may be
approved; and begin becting information on service quality and develop measures to be used for
benchmarking performance.

G " Performancébased regulation PBR -
F P %o % C b
%o LA : E Hi3 v i F A
w PBR 7L % ~ E H3 A y L %,

€l
m
<
W

%0
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Performanceelated pay- Compensating managers or workers according to their level of
performance.

Performancérelated pay - 0 A

Permanent disconnection Complete termination of telephone service, requiring reapplication to
regain service.

¥ ® ° Permanent disconnection F L F A

Personal data Information on identifiable individuals; its use is generally restricted to avoid
infringing onprivacy.

Q. "~ Personaldafa- @, H H a i Y T e, A

Planned economiesThose controlled by the national central government, which determines the type
and amount of goods to be produced.

7% ~ Planned economigs W T L T

A

Planning: This is the process of setting goals, developing strategies, outlining tasks, and establishing
schedules for a project to accomplish the objectives (such as meeting some reliability target) set for
that project. Building a review process into theject analysis increases the likelihood that the
organization undertaking the project will learn from its successes and failures.

%" Planning - u - CT - atl

a KFa b A ~ Ne T~ Y
S i w A

Points of connd®mn (POC)- Switch connections made available for a fee to other providers of
telephone service by network operators.

Points of connection POC - LY G [ bt

0 ’ A

Policy instruments Policy tools designed for particular objectives.
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T~ Policy instruments - T A

Policy problems Difficulties that arise in designing and implementing policies.

Policy problem3 - [ A

Polluter pays principle (PPR)The principle of holding polluting firms responsible for thestcof
cleanup or compensation to those adversely affected by the pollution.

O 4t Polluter pays principlé PPP - a o3

i é 1t A

PoolCo- A specialized, centrally dispatched, spot market for power that functions as deshmort

marke in establishing the shetérm clearing price while providing a system of ldegnm
transmission contracts. Pool regulation guarantees open access, comparable service and cost recovery,
making ancillary generation services (load following, spinning vesérackup power, reactive power)
available to all market participants on comparable terms. A PoolCo also provides settlement
mechanisms for differences in contracted volumes between buyers and sellers.

Z " PoolCG - Waf T v4 ’ ) w L
D E A z G 3 ~ a’ F

Yy ab L P i) Fo a a za ww

A z Wy Ne v _ LA

Poor: A term applied to citizens in the lowest portion of the income distribution. In some nations,
many families are completely destitute. The laleducation, income, and job opportunities makes
poverty an important policy issue; poverty is also linked to barriers in accessing infrastructure
services.

.o~ Poof - “Ne T\ v r AW - G A
a -~ b v M a yWa ’

Portfdio management The aggregation and management of a diverse set of resources that is
expected to serve as a hedge against various risks that may affect specific resources. In the context of
a PoolCo, a portfolio manager would aggregate and manage aedperdolio of spoimarket
purchases, contraetsr-differences, futures contracts and other mahegiging type contracts and
mechanisms.

Portfolio management- v 3, b N ) *
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Positive economics Statements of fact about how an economy works that can be proved or disproved.
See normative economics.

- H

Positive economics- H H
Y N AG normative economids

Positive externalities External benefitshat accrue to those outside direct production or consumption
and for which they do not have to pay; e.g., expansion of vaccinations that reduces the likelihood that
others catch the disease.

ao ~ &

Positive externaliti€s- = b a b 0 O
Ao~ ol T A

Potential output That output achievable if all resources were fully deployed.

as

¥~ Potential outpdt i ["HNe © Wy [ 7 FA

POTS (plain old telephone serviceJraditional service without any special services based on newer
technobgies.
D 3+ 7 POTS plain old telephone servitei D F*b" kv G

FA

Power pool An association of energy utilities that coordinate their operations (aggregation of power

from various generators, arranging exchanges between generators, and estailishiiorcing the

rules of conduct for wholesale transactions) to maximize system stability and achievendtast

di spatch. The ©pool may own, manage and/ or operat
independent entity that manages transactionsigrathers.

z . r Power podl - E H3 03 .- \ . b 0 w
- 0 H wooT z 0 t 7 a
A Ty a T D “3" ybuba
r iThrH - A

Power, firm- Power or capacity available at all times, even under adverse conditions, dueirigda p
covered by contract.
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G w ~ Power firm 1 p kv R Jda bz 'K Y w

Power, interruptible Power contracted for under agreements that permit curtailment or cessation of
delivery by the supplier. To compensate for the lower quality of service¢ea giscount is applied,
reflecting the reduced backup capacity required.

T zt " Power interruptibfe i "H  zt L0 A
7t 2t Abuv b & i -

Dn

L woLw [ =
A.

Power, nodirm - In contrast to firm power, nefirm power or capacity lacks guarantee of
continuous availability under all conditions.

G w "~ Power,nodfirm~ i &6 w 1 G w Kv ' 1 zt
AG A

b

Predatory pricing A pricing policy to force competitors out of an industry by charging temporarily
low prices. It is often difficult tadistinguish between such prices and robust competition. Pricing
below marginal cost would be viewed as potential evidence of predation.

E ~ Predatorypricing-yx VYE a Ju ¥ 3 E AW YV

# E u ' I EAY G E W E A

Prefix - The first threenumbers of a sevetigit telephone number.

ST F C Prefic i #8 T ke

Present valueSee net present value.

v " Presentvalie i & netpresent valie

Press: A term applied to those organizations and individuals actively printing newspapers onglelive
television news programs. The media (newspapers, television, and, increasingly, the Internet) shape
citizen attitudes by providing information about the implications of various infrastructure policy
options. See journalists.

Q. A "
X G¢ ~ G\ H B Ena
journalisté\

Qs

Pres§ - 0

>
Qi Qs
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Pressure groupsThose formed to promote particular causes and influence particular policies.

A4 + 7 Pressuregroups i W B r A

Prestige pricing The ability to charga premium price because of the image or status associated with
a product.

E " Prestige pricing i " B v E E A

Pressubscription- Choosing a designated long distance telephone company to provide service for a
public pay phone.

Presubscriptori™ i W @ E” L E FA

Price band A price range that has minimum and maximum prices set.

, —

E "~ Price band i v E WacE A

Price basket controlsin price cap regulation, different controls can be placed on specific products or
groups of poducts. The price adjustment of the price cap formula can differ across customer groups or
product groups, thus reducing the pricing options available todirigenerally to protect groups with
inelastic demands who lack substitutes.

Ne E L ~ Price basketantrol§ i E :': T & * * LY
v b L Ae :: E E * . b b " L3,03
E ' ¢ G M9 M A

Price cap excessive returnSince a pure price cap regulation can result in a firm obtaining very high

realized rates of return under favorable sc&rs (and successful casitting), regulators sometimes

adopt a hybrid scheme that can involve sharing high returns with customers if those returns exceed a

trigger point. In addition, a maximum return can be specified if there are negative political
cosmequences to high reported returns. Not e, such s
incentives for cost containménteading to incentives similar to those under rate of return regulation.

E ! Price cap excessive retufnsi G E 3% L~ o3
" w 4y~ Py - L Re 6w v
W x o3 "~ A " b# TN
T a LAv v R ‘ b#6 o3 L
e =y L s A
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Price cap financial model Some versions of price cap regulation do not focus on identifying an
externaly/-identified X-factor, but base the price control on the revenues necessary to cover the
operating costs and provide an appropriate return on investments during the control period. The net
present value of the firm incorporates the investments requinegdb service quality and expansion
targets, as well as projected efficiencies (which can be related tefastox). The results of the cash

flow model are used to determine the price control.

E 3¢ F " Price cap financial model i E : b X
£ Y o3 "y E LA

o3 [ vV £V F Y1 b X
T A G E A

Price cap formula A precise expression denoting the constraint facing a firm over the period of a
price control. An example of a simple version of fitnenula would be RRK+K+Q, where the terms

reflect adjustments for retail price inflation, productivity, network expansion, and improved quality of
service. In practice, with baskets other features, the formal representation of the formula can be quite
complicated.

E '+ 'E "~ Price cap formula i o3 W b E L Avae I
D " RPEX+K+Q, [V E :: a ¥ a F A
T Ne ~ E Ty A

Price cap path At the time of the price cap review, a regulated firm might be earning excessive or
inadequate retus The regulator must make a determination regarding wherestt the starting

price for the new price cap formula. Sometimes a glide path is established to maintain incentives for
cost containment during the last stages of a price control. Alternatvdiscrete price adjustment (or
OneOff approach) is used to quickly-set the price at a level where expected returns are not
excessive (or inadequate).

E 3 " Price cap path 7 E 3t - o3
b A L _ E E E A R™ W
Vel 1 L W E LT L~ A - E
S W - E [ - b A

Price cap regulation See price reviews and price cap formula. Such regulation provides strong
incentives to cut costs, but must the price control must also address service igsadisy Such
regulation reduces incentives to cuevest in capital during the period of a price control.

E 3t ~ Price cap regulatién i & price reviews price cap formuld
" d: pg L F Ae :: Lz, E
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Price cap, RRK reguation - See price cap regulation and price cap formula.

E 5t T RPEX L ~ Price cap, RPK regulatioi i G price cap regulation price
cap formuld\

Price Cap: A legally established maximum price that is imposed on a product or service. Generally,
this pice is below the one that would otherwise be charged by the supplier (for example, a
monopolist). A price cap (or ceiling) is placed on a product or service within a market with the goal of
keeping the price low, presumably based on the notion that ofieetia@ price would be too high.
However, if imposed on a product or service subject to a competitive market, a price ceiling is likely
to create a shortage of, or excess demand for, that product or service. See price cap formula.

E :: " PriceCap - * Fwu L E A WE Vo E
L . - 8 E AE :: G °°
FE G v Y E Ik G ‘ E ¢ " E
w i A v JU ::ta E 3t "1 w b Ad

price cap formuld

Price ceiling- An upper limit for price.

>

E 3¢ " Priceceiling T E

Price competition Attempts by rival firms to attract customers with lower prices.

E JU" Price competitioh 1 JU Y E e’ A

Price controls Government limits on prices.

E L ~ Price controls i E LA

Price deflator An index that eliminates the effect of inflatio

>

E ~ Price deflator 1 £Y

Price differentiation- Charging different prices for products or services. The price differentials can
reflect costs, e.g., the lower cost of-p#ak electricity. Or, they may be based on different price
elasttities for customer groups (e.g. yield management for airlines.)
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E "~ Price differentiation 7 4™ FL b E AE yi ,
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) A

Price discrimination- Selling the same product in different markets for differemtes (requires
separation of markets to prevent resale). The higher prices will be in markets with relatively less
elastic demands.

E " Price discriminationh T b Y b E

Y “A E A

ap ~

Price elasticity of demandThe responsigness of quantity demanded to changes in price. Calculated

by dividing the percentage change in quantity demanded by the percentage change in price; the price
elasticity of demand shows how an increase in price will affect total firm revenues; i.e.,ea valu
between 0 andl indicates an inelastic demand and an increase in total revenue for a price increase; a
negative value of more thaf indicates that total revenue will decrease with an increase in price. See
demand elasticity.

E " Price elasticity bdemand - E i T T
Ne e . Ne A E E 1. v o3 ~
b E 0 -1H M T E it vo3 7 G -1
E vwi o3 ~ Aa demand elasticity

Price elasticity of supply The responsiveness of quantity supplied to changes in price, calculated by
dividing the percentage change in quantity supplied by a percentage change in price. A value less than
1 indicates an inelastic supply curve while a value greater than 1 indicates an elastic one; i.e., quantity
supplied will be highly responsive to prickanges.

L E " Price elasticity of supply i E 1. L i L

Ne E 1. Ne Av E G 1 ML M o6 1

Price floor- A fixed minimum price, set by an organization (or government agency) capable of
enforcing the price control

E W ~ Pricefloof i z E L - ~ ve A

Price index- A measure of the real price of a basket of goods (taking into account inflation); e.g.
statistical measure of the retail price for a typical set of goods being purchased by ordinaryspeopl
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the Retail Price Index (RPI) or Consumer Price Index (CPI). Other indices capture wholesale prices,
export prices, etc.

<l

E " Price indeX i E D
y 1 E 4y E ~ RPI E ~ CPTrA
[ OE a%o E A

Price instabity - Price fluctuation attributable to unstable supply and demand.

E b " Price instabilitf b L E A

Price makers Those firms able to influence price.

E L " Price makefs i z E o3 A

Price mechanism The way prices signal firms and consers to make changes in their economic
behavior; i.e., with a rise in price for a particular product, firms are encouraged to increase output
while consumers may seek a substitute product.

E L ~ Price mechanisinh i E o3 i Y Ao~

— QP ao ~ ao

21T w03 ! 1

1=
m
)

Price Rebalancing: The process of aligning prices closer to their underlying economic costs. Such a
process is designed to promote allocative efficiency. However, those benefiting from particularly low
initial prices can be very poor @or politically powerful and are likely to resist such price
alignments.

E P " Price Rebalancifig- a E Gl E A Y
" A~ "1 66 YA E Ln” [ 1 5z
cof 7 L E A

Price reviews- The regulatory process whereby new prices are esftalifor a given number of

years often three to five. In the case of a price cap, the review will address a wide range of issues,
including price baskets, price cap paths, automatic adjustments (as for inflation), productivity offsets
(labeled the Xactar), quality of service, infrastructure expansion targets, and financial models. Other
issues related to a mechanism's design include a determination to use deadbands or to develop an
index of service quality indicators (versus the use of individual iraiegtthe use of symmetric

(versus asymmetric) schemes, and an identification of the types of events that should be excluded
from incentive schemes. The resulting control will be specified in a price cap formula and associated
rules and definitions.

Version date 12 May 2009 1210f193



E " Price review§ - M P W 3-5 E A
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~ T * deadkands ez M ~ M po3  vYG 1z K
The regulator defines a band (referred to as

earnings.

Price signals See price mechanism. The way changes in price affect resource allocation; i.e., an
increase n demand for a product will push its price up and signal increased use of resources to
produce this product. However, price signals work poorly when inflation is high, and changes in
relative prices are more difficult to discern.

E H” " Price signals - & price mechanishe 1. "o

as ao ap
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Price stability- A macroeconomic objective involving a low inflation rate.

E " Price stability -~ v A

Price structure See rate design

E " Price structure - & rate desigA

Price taker Those firms, usually smaller ones, unable to influence price.

E i " Price taket - z E o3 A

Prices- The money charged and paid for goods and services.

E " Price§ - y ¥ = 0 §) A

Pricing: Sefing the price structure of a product or service through admesesd methods, like a
monthly fee, or usagkased methods, like panit charge. The rate design provides signals to
consumers and allows the supplier to recover costs.
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Primary carrier The designated long distance company for a particular phone line.

h " Primary carriet - B A

Primary distribution, primary distribution feedelPart of the delivey system for energy and generally
supplying high rather than the lower voltages distributed to retail customers. See primary voltage
below.

h " Primary distribution, primary distribution feeder z W Ng
LA v A4 &  primary voltagh

Primary votage- The voltage of the circuit supplying power to a transformer, in contrast to the output
or loadsupply voltage, which is called secondary voltage and which is generally the lower voltage
supplied to retail customers.

W A"~ Primary voltagé - "~ T 4 A" M#Ec F A L A~ q
17 L v A7A

Privacy- The right to choose to be left alone and to control access to information about oneself.

Privacy - b Lla_ H 0 z A

Private benefits The advantages of an economic activity at the level omdividual person or
decisioamaking unit. In addition these benefits can be aggregated over individuals to find the private
benefits for a group, e.g., consumer surplus for demanders in a market.

- as " -

As

r Y rPA @ Y 3: Yo

Private benefi§ - @, Wae_ 1 "H

Private costs The disadvantages of an economic activity at the level of an individual person or
decisioamaking unit. In addition, these costs can be aggregated over individuals to find the private

costs foragroup,e.p,r oducer 6s surpluses in a market.
, Private costs - @, Wa_ Y 'H =3t * As ~
r Y rPA @r L v 3 Y vy A
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Private Enterprise: Use of ngovernment owned firms to supply products or services.

o 3" Private Enterprise- t F ET A

Private goods Those t hat are consumed and ocorsumpten do not

means the good will not be available for another p
Private goods - G Fi T "o
T A

Private interest Behavior thareflects attention to personal or private benefits.

Y -

# ~ Private interest - 1 Q. u A

Private sector That portion of an economy where decisions are made by managers-stateon
enterprises and private investors.

Private sector - r NS i o3

AFA

Private sector investmentSpending on capital goods by businesses and individual investors rather
than by government.

Private sector investmént - o3 @, A

~

Privatizaton-The sal e of a g¢gov esin busimesséssto poivata mvesohsi Tihe s h a
value of those shares will depend on the net present value of expected cash flows from the assets that
are sold.

Privatization - o3 ¥ A EVUY G

ap -~

Privatization: The process of wiag from a governmerdwned system to a privatebwned,
(for-profit) system.

Privatizatiod - oW Y Z£w ~ A

Privatized utilities- The outcome of privatization in infrastructure sectors. Provision of service by a
privately owned emtrprise rather than by a government entity.

‘E H,3" Privatized utilitie§ - i . 03 t F
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Procedural fairnessOpen and transparent due process. The process should include

opportunities for stakeholder participation, adherence to annownbedules and consistency over
time.

'E "~ Procedural fairne8s - 'E a A " ab ~
E 7Y 1 o A

Process innovationThe use of new technologies in a production process.

- " Process innovation - T A

Process: Method used to obtagsults. This can include procedures, descriptions of activity flows, or
a specified sequence of tasks.

Process - a b3 A

Producer goodsThose capital goods involved in production; e.g., machinery.

ao

Producer goods - T [ v A

Producer price index (PPI)A statistical measurement of the cost for a typical set of raw materials and
other inputs being purchased by firms.

ap A~ h3 ~ N

E PPI - W A o3 (. A

Producer surplusesThe difference between the minimurice a producer is willing to accept for a
given quantity of a good and the price actually paid by a buyer.

ap ap Y

Vo~ Producer surplusés - Vy O E [ YE H

A

Product life cycle The different stages of a product or product line: Development,

introduction, growth, maturity, and decline.

ao

ao ¢ = oo ~ ~

Product life cyclg -~ b 0

>
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Production+ The output of goods and services.

ao

Productiofi - F ¥ A

Production possibility boundaryThe combination of goods a country can makéd wétsources fully
employed in a given time period. Also known as the production possibility frontier (PPF).

ap ~ ~

Production possibility boundéry - "HNe p ] Wea W

~ ap ap

Y ¥ . A3 u production possibility frontier (PPK&)

Production possibility frontie(PPF)- See production possibility boundary

ap ~

Production possibility frontier PPE - &  production possibility boundafy

Production targetsOutput goals.

ao ~ ao a

Production targefs - ¥ A

Productive capacity A f i r m6s out pu t optinally arhployed te meeuthechiglest a r
production levels possible. Fixed inputs (like physical capital) are usually the binding constraint
limiting production.

ao

Z "~ Productive capacity - o 3 G a |7l f ” A
~ A ~ LQD

>

Productive effiency- Producing output at least cost. The term goes beyond engineering efficiency to
include the appropriate input mix given input prices: inputs are utilized so that the ratio of the
marginal products is equal to the ratio of input prices. In a perfeathpetitive market, this would be
where firms are producing at the lowest unit cost, where MC = AC.

” " Productive efficiency -y v * R b 5
EA e T HNea “a " e N TR
w dozy YiIB Y'Y 4 MC=AC _ -A

Productivity- An index of efficiency, involving a ratio of outputs to inputs. Total factor productivity
divides output by inputs, where the weight given the quantity of inputs is the price paid per unit input.
Sometimes, output divided by labor is used as a measure otcpvitgiubut labor productivity is only

a partial measure of the efficiency of an organization, since greater output could also be due to having
additional complementary inpd@tssuch as capital or materials. Measuring inputs and outputs can be
very difficult.
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Productivity growth- The rate of change of a specific productivity index. The number depentthe
underlying rate of technological change and improvements in product quality. Different sectors have
different opportunities for productivity growth.

* ~ Productivity growth - @1 r * it At vid_oe i

ao

Ab 3 b w A

ao

Productivity masurement- Technique for calculating the effectiveness of resource use by an
organization or enterprise. This can be particularly difficult for service industries where consumers are
part of the production process. See productivity and productivity growth

ao

T " Productivity measuremént - o3 a A G
* W Ne F3 A&  productivity productivity growt

Profit i In economics, profit is the above normal return to a firm resulting from innovation, market

power, or fortunate circumstancescti. Accounting profit is often called net income. Some view

profit as the reward for bearing uninsurable risks associated with production.

z ° Profit - T # G = Z Z D
Av # 3 wrz A3 v # i b " b
A

Profit and loss sttement- A r ecor d of a firmdbs activities over
balance sheet, which indicates financial position at a moment in time, the profit and loss statement
considers how well a firm has operated over a given time period, dhthérevenues and expenses.

The net of these is the accounting profit earned. Also called income statement.

ao

Profit and loss statemént - 0 3 W ) 3 At v b -
R VAR @ Fo i Waeos3s o
VN o3 " b A~ b Frvduww # A 3 bD# " income
statemerit .

Profit margin- Profit as a percentage of turnover (or sales).

3 " Profitmarginn -# N 3 7 - oA
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Profit maximization- Making the largest surplus of revenue possible over cost. Profit is maximized
when marginal revenue equals marginat€os
# _ "~ Profit maximizatiod - a "~ " A G -

A

Profitability ratios- These include the return on total assets, return on capital employed, return on
equity, net profit margin and net asset turnover and are used to assess thelipyafftaliompany.

ao 9 - 9

Profitability ratio§ - ~ [ #
r- ” TWae'E z z A
Profits, windfalls-Accounti ng Profit (or Net | ncome) reflect
particular year. If those profits are not viewed as dmueexcellent entrepreneurial decisions or
riskt aking activities but to Al ucko, the profits m

domestic firm pumps petroleum and a war reduces access to external sources, the domestic price could
sky-rocketi resulting in high returns for domestic producers. Political bodies will be tempted to tax
those returns since socially, the returray tme viewed as unjust or unfair.

Profits, windfalls -w # ~ [ # ~1 E W F A #
b [ o3 _ R e o6 1 # ° W
A T0Ar T We po3 v WU i TP
E v - pos A ~ Towy

Z bE A

Profit-sharing regulation Under rate of return or price cap regulation, limits may be placed on returns.
Sharing rules can be used to provide incestifor cost containment. Consumers immediately receive
some benefit from efficiencies achieved by the firm. Sometimes referred to as hybrid schemes. See
price cap excessive returns.

£ N " Profit-sharing regulatioh - E % T 7 # LA
£ Ne L : o3 L A [ O3 T Az Ng
3 buw " E ~ LAG price cap excessive retuhs

Progressive tax One that takes an increasing proportion of income as income rises; e.g., marginal
income tax rates increase with the amount of income earned.

Progressive tax - - ¥ p N #
~ v v A
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Promotion campaignsWays to interest people in the purchase of a product or service.

ao

B * 7 Promotion campaigfis - : _ 'l ¥ F A

Property rights Ownership rights.

Property rights - @ Ownership right&

Propationate return An arrangement that allows telecom operators a proportionate share of incoming
and outgoing calling traffic.

o}

Cciz

Proportionate retuin - w "H  H © Ng H

>

Protectionism Most commonly used to describe steps taken by desnto protect their domestic
industries from foreign competition (imports).

G hy" Protectionisfi - ) G p” 3 bi

o ” A

I

Provider of last resortA legal obligation of utilities to provide service to customers denied service by
others.

L "~ Provider of last resdit - i HF i

L KA

Prudency: A test used by regulators to evaluate the justification for particular corporate activities, used
for cost of service and price cap regulation. The test checks whether an investmemayoisout
reasonable based on principles of cost minimizthgs promoting frugal behavior by managers. It
should not be an aftéhe fact evaluation, but one that utilizes the information only available at the

time of investment or outlay decisions, inclugliexpectations about the future. However, the test does
assess what managers should have known and should have considered when they made the decision in
guestion.

Prudency - W - T B 7 F

E A G A1 W F dd

“vyB w A b G 0 H T bF
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Prudential ratios The liquidity ratios of banks considered safe.

-

Prudential ratios - W A

Public benefits The advantages of an economic éttiat the level of a society or community.

ao "

‘E™ # ~ Public benefits - v EA 3t : z A

Public benefits fee (PBF)A t ax created by the Wi sconsin State L
Benefits, 0 ener gyuakfisdshousehads, @snsioh of state energy comservation
and efficiency programs, and support for development of renewable energy sources.

E” Z Public benefits fee PBF - o - n AE
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Public compensatn - An action by a supplier, such as siting a production plant or obtaining rights of
way may require that negatively affected parties receive money to compensate them for adverse
consequences.

E" "~ Public compensatién - t 0 W' ooow A 0
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Public corporations State owned industries.

o 3" Public corporatioris - o3 A

Public Enterprise: An incorporated or large unincorporated enterprise in which public (governmental)
authorities hold a majority of the shares and/or canceseecontrol over management decisions.

‘E o 3" Public Enterprise - E" "~ - Ne
L m L MLlos A

Public expenditure Government spending for the general benefit.

'E”  ¥" Public expenditure - 4w L E” # FA

Public goods Those that are consumgaintly by many without any loss in availability or quality;
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e.g., a lighthouse. These goods are not provided in purentideet systems because, once provided,
it is impossible to restrict or exclude consumption.

E” " Publicgoods - EA” Fbw 1 K v
A b LY b L v
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Public interest A term that is difficult to define with precision, but it generally is intended to refer to
the common good. See public interest goals for examples.

E” # ° Public interest - H We ¢ A" # A& public
interest goal&

Public interest goalsin terms of electric utility regulation, these include 1) equity among and within
social classes and generations, 2) a balance betweeratmhghorterm goals, 3) protection against
abuse of monmoly power, 4) general protection of the health, safety and welfare of people and the
environment.

E" # “ Public interest goals - Zz'E H3 TET #£ : r
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Public interest theory of regulationExplains government intervention in markets and associated
regulatory rules as responses to market failures and market imperfections. This theory argues that
regulation promotes the general welfare rather than the interests -airgaalized stakeholder

E" # ~ Public interest theory of regulation -
by A h B JLE" #° %
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Public limited company One that exists as a separate legal entity to protect shareholders from
unlimited liability.
M 'E” ~ Public limited company - b u TG Kk QT K

B A

Public phone A pay telephone for the public, owned and operated by the local telephone company or
by other firms connecting to the network.

E” " Public phong - E 0 il E " it E
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