Advocate Summary

Issue:  Electric Tax Deal
Advocate:  Ralph Loomis


       National Grid – New England Electric  

       Issue Identifier
Note:  New England Electric was randomly selected as the issue identifier, but I found out after I interviewed Loomis that New England Electric no longer existed as an independent entity – it had been taken over by National Grid.  Loomis worked for New England Electric until the takeover, and now works for National Grid.  
Date of Interview: June 28, 2000

Basic Background

Also see advocate summary 5002, where there is more “big picture” background on this issue.
Loomis said the issue he was working on was what he called “a very narrow tax issue.”

This  issue is part of a larger, more general, concern about governmental efforts to restructure and deregulate the electric utility industry.  That restructuring involves both government-owned and privately owned utilities, taking these markets and opening them up to competition and allowing for consumer choice.  In particular, National Grid is lobbying about the tax implications of this restructuring, to insure that public utilities don’t have the upper hand competitively due to decisions about taxes.
“It’s probably fair to say that almost everything that I work on nowadays touches in some way upon industry restructuring – restructuring of the electric utility industry.  Even issues that are away from that inevitably come back to or relate to that larger question of what is the industry going to look like in five years, is it going to be restructured, is it going to be restructured successfully, and what is the proper role for the federal government in doing that.”

Loomis said, for instance, that many states already allow consumers to choose which utility company they will use:  “Twenty-five states have already moved forward in one fashion or another on this issue – the states where we do business have all moved forward, and choice is a reality – is a legal reality – in all the states that we work in.  Unfortunately the market has yet to develop where customers can really avail themselves of that choice.”  

Many of the new companies do not actually generate power.  “They’ve already divested their generation, they simply provide the power now.  They’re trying to build that supply business.”  

The particular issue he wanted to talk about: “It involves a negotiation between public power and the industry that has to with on the one hand with the private-use tax  limitations that are part of the indentures that public power uses to finance its facilities.  As a result of restructuring at the state level and impending restructuring at the federal level, public power feels a very urgent need to get some relief from these private use limitations, and that is being played off against private industry’s desire for certain types of tax relief to facilitate its compliance with restructuring. … So there’s  a deal, there’s a trade, there’s the potential for a trade [between public power and the private industry].. And there are some very involved and intricate negotiations [between public and private power] to see whether we can agree on a deal which would then be taken to the Congress and hopefully incorporated in the tax bill, the second reconciliation, in September.”

“We are mindful and concerned about what federal policymakers may do here that may disrupt what we have already accomplished, or perhaps change the rules yet again.”

Chairman Frank Murkowski of the Senate Energy and Natural Resource Committee “has all but told the two of us to get together and figure out what we’re going to advocate.  And so we’re mindful of opportunity and that this would be a good time to get that done.”

“This may be a very interesting study, in that it’s two longstanding traditional antagonists who more or less at the urging of Congress, they come together to construct a deal, and try to make something that makes sense for both of them.  And to deal with that outside the context of the larger restructuring bill, which to this

Public power refers to all electric companies that enjoy some kind of federal subsidy, from TVA, Bonneville, some power marketing associations, myriad of munis and coops that may not produce but do distribute.

The investor-owned companies don’t have those benefits
Prior Activity on the Issue 

See above.
Advocacy Activities Undertaken

He is spending his time lobbying the other companies in his trade association, the EEI, to try to get everyone on the same page:

“I’m spending all of my time lobbying the industry.  The negotiations are being conducted at the trade association.  The Edison Electric Institute is in the lead on handling this negotiation and they are the negotiation negotiator with two large public power entities, one being the APPA, the American Public Power Association, and the other being the LPPPC – Large Public Power Providers.”
“I am, as an industry rep, one of the members of the task force that the industry has put together to do this.  I represent a company that might actually be interested in acquiring transmission facilities, as opposed to many in the industry who are frankly more interested in selling transmission facilities.  So I represent a somewhat different point of view in the industry than many others, so I am very actively involved in trying to advance that point of view within the context of the industry.”
In general, “I find that probably 20 to 25% [of his time spent] is legislative, 20 to 25% is regulatory and the balance of what I do is industry or outside groups that I spend as much time lobbying, or trying to build coalitions with, or trying to find consensus with.  I represent a small company, you know, I have one member on the committee of jurisdiction.  I don’t cut a wide swath through policymakers, so I have to work with others, building coalitions, in order to get done what I need to get done.”

EEI is the trade association representing investor-owned utilities.  “There are 160 very diverse companies.  And it comes as no surprise that we don’t always agree on everything.  In fact we agree on very little these days as a result of restructuring.  And so there is enormous turmoil and angst within the trade association and this is my point of a moment ago, that I spend as much time trying to sort out where the companies are within the trade association and build a consensus within the industry as I do trying to build a consensus in Congress.”

He is talking to the trade association, the trade association is talking to the other trade associations for the public utilities. 

“There is a progression here.  At this moment in time I am trying to build awareness within the industry so that they can successfully negotiate with public power, so the two can come together on a deal, which we will then take up to the Hill.” And then lobby for it.

Some of the trade association folks are already meeting with a few members of Congress “to test the receptiveness.”

Future Advocacy Activities Planned

Lobbying on the Hill.
Key Congressional Contact(s)/Champions

Chairman Frank Murkowski of the Senate Energy and Natural Resource Committee.  Note that he’s not on their “side” – he just is central in getting this deal between public and private power hammered out.
Targets of Direct Lobbying

Other interest groups.  (His coalition is also lobbying unnamed members of Congress)

Targets of Grassroots Lobbying

None

Coalition Partners: Names/Participants

EEI and its members

Other Participants in the Issue Debate

Ubiquitous Argument(s) and Evidence

“The arguments are legal,  the arguments are practical in terms of deals.”  

“Inevitably in this business if you are going to be successful you are always going to couch your arguments in terms of the other guy’s interests.  That’s where you start.  It’s always important to be very upfront and clear about what your interests are and to not be deceptive about that.  But to be persuasive to them I think you need to couch what you are trying to accomplish and look at it from a perspective of what they want, what they need.  How can I characterize what I’m proposing as meeting that need or meeting that want?”

Argument to the industry :  “The conditions that public power imposed on the tax relief, as a practical matter when applied will not allow anyone to sell their transmission, because there will be no bidders.  No one can meet those criteria.  So it is the appearance of relief and not the reality of relief.
“So again, I’m arguing within the industry, I’m saying you as sellers need to understand that this gives you the appearance of relief but in practical effect you’re [not] allowed to offer your transmission assets for sale, because that’s your business decision to do so, and you’re mindful of the fact that you’re going to get capital gains tax relief and that’s substantial.  We’re talking substantial money.  That in point of fact no one will be able to bid that will allow you to reap that tax relief.  Because nobody meets the requirements that public power seeks to impose on bidders.”

His company wants to buy transmission assets in order to build a transmission company.  But public power is saying that only companies that already are transmission companies should be allowed to buy transmission assets.  It’s circular.

“Until there is a better understanding of the circularity of the problem, I’m afraid that we’re not going to make much progress here.”  

Secondary Argument(s) and Evidence

Targeted Arguments, Targets, and Evidence

When he presents this issue to congressional staffers, “It’s gotta be bing, bang, boom.  It’s gotta have broad themes, it’s gotta appeal to their partisan interests, it’s gotta appeal to their regional interest.  And how do I do that? And that’s not something that you do, I think if it’s something that you want to do well, it’s not something you do casually.” 

Nature of the Opposition

In the future (post-interview), the opposition will become the public power companies, but right now it’s the fellow members of his coalition of power companies.

The primary hurdle he faces within his coalition is a lack of understanding on the part of the industry about how deals are made.

Industry does not understand the legal intricacies of large transactions.  “It is the intersection between three disciplines: regulatory, tax, and corporate.  Each of those disciplines has a very different perspective and world view.  And I’m trying to bring enough understanding of each of these three aspects to the table so we can understand how they would all interact.”

“The dilemma at the moment is one of increasing understanding, and that is not typical in the type of resistance that I meet …. Typically it is much more political.  It is much more a matter of self-interest” within the industry.

Things have been divided mostly regionally for the industry.  Their interests differ by regions.  

Later, when he approaches Congress: 

 “Consider the text.  Here the industry is grappling with this stuff that is extremely  technical.  Then we’ve got to turn around and march up the Hill and explain it to a bunch of 24-year-old staffers whose real-world experience can be measured by the six months that they’ve spent in a Congressional office.  That’s no small task.  And we have to explain it to members, who are just besieged with issues, from all the varied interests.  One of the real impediments in electric restructuring in general, is that every time you raise the issue the members sort of look at you and say , “ooh, this is complicated.”  Am I prepared to invest the time that I would need to become really knowledgeable in this area when I have so many other demands for meeting – what’s the emergency?  And the fact that now the issue has started to really show up in the marketplace with the prices, and the reliability, and the fact that the issue has now has taken on these partisan overtones, will occasion more and more members starting to really focus on this. … That’s got to grow before this issue” will be resolved.

Ubiquitous Argument(s) and Evidence Articulated by the Opposition 

Secondary Argument(s) and Evidence Articulated by the Opposition

Targeted Argument(s) and Evidence Articulated by the Opposition (and Targets)

Described as a Partisan Issue

“Until recently it [electric power] has been much less a partisan issue and much more a regional issue, with the Northeast disagreeing with the Southeast and the Southeast disagreeing with the West.  In the last three to six months we have begun to see a shift here, where the issue has become more politicized.  Secretary Richardson taking the occasion to blame the Republican Congress for some of the reliability issues that we’ve seen, and the Republicans pointing the finger at the Democrats and saying, “No, it’s the Administration’s lack of an effective energy policy.”

Venue(s) of Activity

Congress, Federal Energy Regulatory Commission 
Action Pending or Taken by Relevant Decision Makers

Policy Objective(s) and Support for/Opposition to the Status Quo

Advocate’s Experience: Tenure in Current Job/Previous Experience

After graduating from college, he worked for Federal Power Commission for 3 ½ years,  then went to law school in DC.  He practiced law in Chicago and elsewhere for 18 years.  

He has been National Grid for 3½ years.
The in and the out:  “You see it all around.  Where people who do what I do will come out [of a Congressional office], and their contacts and their understanding of the issue is fresh, so they come out of government and they work for private industry for a number of years, then as events change and circumstances change, many of them will cycle back into government for a number of years and get their tickets re-stamped and get validated and get updated and then they’ll rotate out into the private sector.  It’s not an unusual pattern.”

Reliance on Research: In-House/External 
They do some in-house research.  They compute their own statistics and breakdowns of what the cost of power is to their customers, etc.  “That is everyday stuff.”
They occasionally use research developed by think tanks like Progress and Freedom Foundation, AEI , Harvard’s Electricity Policy Group.  These studies are not commissioned by them, but they may use the evidence or be a resource for the academicians at those think tanks.

There are academicians on their board of directors.

EEI, on the other hand, does its own research and contracts out a lot of research to prepare pamphlets, policy statements, white papers.

Number of Individuals Involved in Advocacy 
One person office

Units in Organization Involved in Public Affairs/Policy 
Just his office.
Advocate’s Outstanding Skills/Assets 
Law degree.  Past experience on the Federal Power Commission.

Type of Membership: None, Institutions, Individuals, Both 
It’s a company.

Membership Size 
It’s a company

Organizational Age 
unknown

Miscellaneous

After six months: check back with him on the “preliminary lobbying piece” and other texts related to this, also names of people to contact in September after tax reconciliation bill.  He was active in writing this preliminary lobbying piece, which helps put together the arguments they will use.

