UNITED STATES OF AMERICA


BEFORE THE


FEDERAL ENERGY REGULATORY COMMISSION





CAlifornians for Renewable Energy, Inc.	) Docket No. EL01-2-000


(CARE)					) Amendment to Original Complaint


Complainant 					)


v. 						)


Independent Energy Producers, Inc. and	)


All Sellers of Energy and Ancillary Services	)


Into the Energy and Ancillary			)


Services Markets Operated by the 		)


California Independent System 		)


Operator Corporation and the 		)


California Power Exchange; 			)


)


All Scheduling Coordinators  Acting 		)


On behalf of the Above Sellers; 		)


)


California Independent System 		)


Operator Corporation; and 			)


)


California Power Exchange Corporation 	)


)


Respondents 					)


COMPLAINT


Pursuant to Section 206 of the Federal Power Act, 16 U.S.C. § 824e, and Rule 206 of the Commission’s Rules of Practice and Procedure, 18 C.F.R. § 385.206, CAlifornians for Renewable Energy, Inc. (CARE)� hereby petitions the Commission to rectify conditions that led to the rolling blackouts of June 14, 2000 by investigating the behavior of generators in the San Francisco Bay Area on June 13, 2000 which may have contributed to system instability, by ordering the California Independent System Operator (CAISO) to fulfill its reliability function by immediately correcting the transmission bottlenecks that made it difficult to import power to the Bay Area when several plants were off-line for maintenance, by correcting the dysfunctional bidding behavior in the wholesale power markets which led distributors to under schedule  block-forward/day-ahead purchases and generators to withhold power from that market, and by raising the current cap on wholesale prices paid by the California Independent System Operator (CAISO) to a level sufficient to attract electricity during emergencies and reduce the incentive for generators to export power. CARE hereby petitions the Commission make findings that the events and circumstances surrounding the June 14, 2000 rolling outage in the San Francisco Bay Area warrant investigation by the United States Department of Justice of trust� activities in restraint of trade by Independent Energy Producers, sellers of energy and ancillary services into energy and ancillary services markets operated by the California Independent System Operator and the California Power Exchange; California Independent System Operator Corporation; the California Power Exchange; and the major investor-owned distribution utilities (San Diego Gas & Electric, Southern California Edison, and Pacific Gas & Electric). CARE hereby petitions the Commission make findings that the events and circumstances surrounding the June 14, 2000 rolling outage in the San Francisco Bay Area warrant investigation by the United States Department of Justice of alleged civil rights violations�, by Independent Energy Producers, all sellers of energy and ancillary services into energy and ancillary services markets operated by the California Independent System Operator and the California Power Exchange; California Independent System Operator Corporation; the California Power Exchange and the major investor-owned distribution utilities (San Diego Gas & Electric, Southern California Edison, and Pacific Gas & Electric). CARE petitions that said investigation include the identification of injury, loss of life, disability, or hospitalization associated with the June 14, 2000 rolling outage. CARE requests that this complaint be consolidated with Commission Dockets EL00-95-000, EL00-98-000, and EL00-104-000. CARE has not used any of the Commission’s alternative dispute resolutions services (ADR) described in Rule 206(b)(9) and believes that the nature of the complaint is such that ADR will not be useful.





DISCUSSION


CARE contends that Independent Energy Producers, sellers of energy and ancillary services into energy and ancillary services markets operated by the California Independent System Operator and the California Power Exchange; scheduling coordinators acting on behalf of aforementioned sellers; California Independent System Operator Corporation; the California Power Exchange; and the major investor-owned distribution utilities (San Diego Gas & Electric, Southern California Edison, and Pacific Gas & Electric) are currently involved together individually or in groups of generators, utilities, or marketers of power, in a trust to create artificial shortages and justify expedited power plant construction in the Bay Area and elsewhere in California. 





An August 2, 2000 report from Michael Kahn, chairman of California’s Electricity Oversight Board (EOB) to the Governor of California in regards to the events and circumstances surrounding the June 14, 2000 rolling outage in the San Francisco Bay Area, titled California’s Electricity Options and Challenges, asserts that “instability was created by generator decisions to generate energy without notifying the ISO. Generators created these deviations in order to be paid a higher price within the ISO Control Area”. This report states,





“On June 14, PG&E was required to intentionally interrupt nearly 100,000 customers (residential and small business) for the first time in its history.  This remarkable event was not related to insufficient supply in the ISO control area as a whole.  Rather, it was related to grid instability in the Bay area. The transmission grid operates at a load level of 230,000 volts, with small deviations.  If supply and demand gets too far out of balance, a portion, then the entire system can crash, possibly spreading throughout the interconnected grid in the West.





The Bay area grid instability was related to high loads and short supplies in that area, which could not be relieved given the design of the transmission system.  It was exacerbated by the fact that the evening before, instability was created by generator decisions to generate energy without notifying the ISO. Generators created these deviations in order to be paid a higher price within the ISO Control Area, and these deviations caused less than optimal voltage stability on its system.� The ISO became aware of this instability on June 13; the stage was set for the following day.





On June 14 the Bay Area suffered unusually hot weather for June, with San Francisco peaking at 103 degrees.   Hot weather contributed directly to a record-setting peak load for June of 43,300 MW, system wide. PG&E peaked at 23,361 MW�, not counting the customers interrupted. 





CARE concurs with many of the findings in regards to this by the (EOB) in its complaint to the Federal Energy Regulatory Commission (FERC Docket No.EL00-104-000). 





Cal-ISO has exacerbated the export problem by lowering the “cap” on the price it pays for electricity to $250/Mwh, a further retreat from its primary responsibility to maintain system reliability. In addition, the lower caps exacerbate the tendency of distribution utilities (San Diego Gas & Electric, Southern California Edison, and Pacific Gas & Electric) to under-schedule load on the block forward/day-ahead market, a practice which calls into question their prudence and should be a serious issue for PUC review. Camden Collins made this point forcefully in her resignation memo to the ISO Board on July 3, 2000), a memo which also reflects the improper pressure being applied to what should be an independent board: 





“As someone who has never accepted money from Southern California Edison, I am shocked by the idea that my conversations prior to the Board vote last week deserve investigation. All that will be found is that I spoke with an Edison representative (and no other stakeholder) about an instantaneously available method of shifting the incentive to enormously under-schedule to an incentive to modestly over-schedule, thus protecting Edison financially, the ISO operationally, and the citizens who will suffer in a blackout. All it requires is the PX cap to be lower than the ISO’s.”





She went on to say what many other economists have said:





“All other things being equal, a lower cap causes a more unfavorable ratio of imports to exports, and higher out of market volumes and prices. In my view, the lower the cap, the greater the burden on and distortion to interstate commerce, the more amplified the painful price impact behind the misguided Balkan wall.”





Conclusions and Remedies


CARE contends that continued reliance on artificially low caps by the Cal-ISO harms system reliability without protecting the consumer from high prices, as the events since June have demonstrated, because it forces Cal-ISO to buy from out-of-state, encourages exports, and encourages distribution utilities to under-schedule load on the block forward/day-ahead market. California could learn from the New York ISO, which deliberately set caps higher than neighboring states ($1,300/Mwh) to ensure reliability.





The June 14 rolling outage in the San Francisco Bay was due primarily to lack of transmission lines in the area, not electricity. According to an August 2, 2000 report from Michael Kahn, chairman of California’s Electricity Oversight Board (EOB) to the Governor of California, titled California’s Electricity Options and Challenges, identifies that “This remarkable event was not related to insufficient supply in the ISO control area as a whole.  Rather, it was related to grid instability in the Bay area.” Not only did transmission constraints lead to the blackouts of June 14, lack of transmission capacity limited the state’s ability to import power during the heat wave, giving California generators a market advantage that drove up the price of electricity.





CARE contends that the Cal-ISO is either unwilling or unable to address existing “transmission constraints” in the state of California and the San Francisco bay area in particular. CARE compares these circumstances to your typical landlord tenant relationship to provide the FERC a consumer perspective on this problem. A tenant (CARE) notifies the landlord (FERC) during a drought, that the plumbing in our apartment doesn’t work properly, the water company has tripled the water bill, and as result water service is intermittent and unreliable. The landlord’s (FERC’s) response has been to leak unsubstantiated finding to the media that the water company didn’t cause the problem, but the shortage (and resulting deaths) occurred because the city has decided to impose a price cap on the price of water. The water company merely decided to sell water to surrounding communities without a price cap to protect its investors. Basically the landlord exonerates the water company of any wrong doing (despite the fact that two peopled died), leading the consumers to focus on the City regulators instead of the landlord, who failed to recognize that the plumbing doesn’t work. This leaves the tenant without reliable plumbing, an astronomical water bill, and no recovery in sight. Faced with this dilemma California consumers and other purchasers of power including the investor-owned distribution utilities (San Diego Gas & Electric, Southern California Edison, and Pacific Gas & Electric) provide the consumers of power, and the owners of electric transmission facilities, of the affected area with an appropriate escrow account mechanism to be used to withhold a portions of their utility bills, used in payment to Generators of power, in an escrow account until such time as administrative and judicial remedies are exhausted, or transmission facilities are determined by appropriate state and federal authorities to be adequate and reliable during periods of peak demand.





The remedies CARE seeks are:


That the Commission take action to correct the dysfunctional market, and


That the Commission make a determination regarding the market behavior of all participants, buyers as well as sellers, particularly regarding the prudence of the distribution utilities’ hedging strategies, and


That the Commission make findings that the events and circumstances surrounding the June 14, 2000 rolling outage in the San Francisco Bay Area warrant investigation by the United States Department of Justice of trust activities in restraint of trade by Independent Energy Producers, all sellers of energy and ancillary services into energy and ancillary services markets operated by the California Independent System Operator and the California Power Exchange; California Independent System Operator Corporation; and the California Power Exchange, and the major investor-owned distribution utilities (San Diego Gas & Electric, Southern California Edison, and Pacific Gas & Electric), and


That the Commission make findings that the events and circumstances surrounding the June 14, 2000 rolling outage in the San Francisco Bay Area warrant investigation by the United States Department of Justice of alleged civil rights violations, by Independent Energy Producers, sellers of energy and ancillary services into energy and ancillary services markets operated by the California Independent System Operator and the California Power Exchange; California Independent System Operator Corporation; the California Power Exchange; and the major investor-owned distribution utilities (San Diego Gas & Electric, Southern California Edison, and Pacific Gas & Electric). CARE petitions that said investigation include the identification of injury, loss of life, disability, or hospitalization associated with the June 14, 2000 rolling outage, and


That the Commission seek prosecution to the fullest extent of the law, criminal prosecutions for trust activities in restraint of trade, and alleged civil rights violations, by Independent Energy Producers, all sellers of energy and ancillary services into energy and ancillary services markets operated by the California Independent System Operator and the California Power Exchange; California Independent System Operator Corporation; the California Power Exchange; and the major investor-owned distribution utilities (San Diego Gas & Electric, Southern California Edison, and Pacific Gas & Electric) that are associated with the events and circumstances surrounding the June 14, 2000 rolling outage in the San Francisco Bay Area, and


That the Commission seek just compensation for those persons or entities damaged by trust activities in restraint of trade, and alleged civil rights violations, by Independent Energy Producers, all sellers of energy and ancillary services into energy and ancillary services markets operated by the California Independent System Operator and the California Power Exchange; California Independent System Operator Corporation; and the California Power Exchange; and the major investor-owned distribution utilities (San Diego Gas & Electric, Southern California Edison, and Pacific Gas & Electric) that are associated with the events and circumstances surrounding the June 14, 2000 rolling outage in the San Francisco Bay Area, and


That the Commission direct the California Independent System Operator Corporation, and California Public Utilities Commission, to fulfill its primary responsibility for system reliability by constructing adequate transmission in the San Francisco Bay Area on a priority basis, and


That the Commission direct the California Independent System Operator to raise the price cap to $1,300/MWh until such time as transmission facilities are determined by appropriate state and federal authorities to be adequate and reliable during periods of peak demand, and


That the Commission require the California PUC to perform a “prudency review” of purchases by distribution utilities (San Diego Gas & Electric, Southern California Edison, and Pacific Gas & Electric) of schedule loads on the block forward/day-ahead market which are less than 80% of the purchased capacity, and


That the Commission provide the consumers of power, and the owners of electric transmission facilities, of the affected area with an appropriate escrow account mechanism to be used to withhold a portions of their utility bills, used in payment to Generators of power, in an escrow account until such time as administrative and judicial remedies are exhausted, or transmission facilities are determined by appropriate state and federal authorities to be adequate and reliable during periods of peak demand. At such time as Generators of power establish that administrative and judicial remedies are exhausted, or transmission facilities are determined by appropriate state and federal authorities to be adequate and reliable, Owners of electric transmission facilities shall refund Generators of power's deposit with interest accrued at rates set pursuant to 18 CFR Section 154.501(d).








�EMBED PBrush���


Michael E. Boyd – President, CARE 10-30-00











� CARE is a non-profit public benefit corporation. Legal counsel was not retained to prepare this complaint.


� United States Code, Title-15 Commerce and Trade, Chapter 1 – Monopolies and Combinations in Restraint of Trade, Sec. 1. Trusts, etc., in restraint of trade illegal; penalty 	�Every contract, combination in the form of trust or otherwise, or conspiracy, in restraint of trade or commerce among the several States, or with foreign nations, is declared to be illegal; Every person who shall make any contract or engage in any combination or conspiracy hereby declared to be illegal shall be deemed guilty of a felony, and, on conviction thereof, shall be punished by fine not exceeding $10,000,000 if a corporation, or, if any other person, $350,000, or by imprisonment not exceeding three years, or by both said punishments, in the discretion of the court.


� Sec. 1981. Equal rights under the law 


(a) Statement of equal rights 	�All persons within the jurisdiction of the United States shall have the same right in every State and Territory to make and enforce contracts, to sue, be parties, give evidence, and to the full and equal benefit of all laws and proceedings for the security of persons and property as is enjoyed by white citizens, and shall be subject to like punishment, pains, penalties, taxes, licenses, and exactions of every kind, and to no other.


Sec. 2000a. Prohibition against discrimination or segregation in places of public accommodation 


(a) Equal access	 �All persons shall be entitled to the full and equal enjoyment of the goods, services, facilities, privileges, advantages, and accommodations of any place of public accommodation, as defined in this section, without discrimination or segregation on the ground of race, color, religion, or national origin.  
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� It should be noted that in order to maintain a reliable transmission system the WSCC developed Control Performance Standards that require each control area, such as the CAISO, to monitor its frequency every ten minutes.  The average for each six 10-minute periods during the hour must be within specific limits as defined by the North American Electric Reliability Council (NERC).  For June 13th the CAISO had 29 Control Performance Standards (CPS2) violations of which 17 were attributed to uninstructed deviations.  The CPS2 violations are still under investigation and could result in the WSCC assessing monetary penalties to the CAISO.  The CAISO will provide further information as it becomes available.


� PG&E’s previous all-time high peak load was 23,100 MW.








