UNITED STATES OF AMERICA

FEDERAL ENERGY REGULATORY COMMISSION

San Diego Gas & Electric Company,


Docket No. EL00-95-000

CAlifornians for Renewable Energy, Inc.

Docket No. EL01-2-000

(CARE)

Complainant,

v. 


Docket No. EL00-95-000

Sellers of Energy and Ancillary Services

Into Markets Operated by the California

Independent System Operator and the

California Power Exchange,

Respondents.

Investigation of Practices of the California

Independent System Operator and the 

Docket No. EL00-98-000

California Power Exchange

Public Meeting in San Diego, California 

Docket No. EL00-107-000

California Power Exchange Corporation 

Docket No. ER00-3461-000

California Independent System Operator 

Docket No. ER00-3673-000

Corporation

CARE is generally in concurrence with the FERC on its recommended Market Order Proposing Remedies for California Wholesale Electricity (Issued November 1, 2000). CARE generally agrees with the FERC’s recommendations in regards to price caps, and IOU spot markets purchasing practices. CARE reiterates our call for a Justice department investigation of the market practices of all the market’s participants including the IOUs. CARE is concerned that the market participants have failed to heed your warnings in your November 1, 2000 order in regards to market power or other individual seller conduct exercised to produce an unjust and unreasonable rates. The events and circumstances surrounding two days of Stage 2 emergencies statewide in November points to the fact that individual seller’s appear to be operating with impunity from the threat of refunds by the FERC for exercising market power. FERC’s order stating that, “we are not now proposing to order any refunds” may have exacerbated this perception in California's marketplace for power.

CARE filed an amendment to its original complaint Docket EL01-2-00 on 10-30-00 with FERC secretary.

In this amendment CARE recommended, “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”. The FERC order responds appropriately to CARE’s complaint where it states, 

“We propose to implement a temporary modification to the single price auctions of the PX and the ISO. A significant factor causing high prices in California was the fact that every MW in the market is priced at the market-clearing price. We propose that, effective 60 days from the date of this order, for all short-term markets operated by the PX and the ISO (including the Replacement Reserve Market), the single price auctions be used for all sale offers at or below $150. This auction modification imposes no limits on a seller's bid and only limits which bid can set the clearing price. The single market-clearing price will be used for the amount of load, which clears at or below this amount in the auctions. To the extent an auction does not clear at or below the $150 bid level suppliers who choose to bid above $150 will be paid their as-bid price. These prices will be averaged and billed to all the load, which was supplied in the auction. Allowing generators to receive their as-bid price should permit generators whose costs exceed $150 to participate in the market and continue to attract new supply by reflecting in prices the true cost of scarcity.

CARE’s only concern for this recommendation from the FERC is that it won’t be implemented soon enough to prevent a reoccurrence of the events and circumstances surrounding the June 14, 2000 rolling black outs in the San Francisco bay area. We attach two press releases from the Cal-ISO (in Adobe format) on their declaration of a Stage 2 emergency state wide on November 14, and 15, 2000, as further evidence that the market is not yet workable in California, and that California’s power continues to face transmission constraints as generators continue to with hold supplies to further maximize their profits.

In this amendment CARE recommended, “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.” The FERC order responds appropriately to CARE’s complaint where it states,

“We have proposed to free the IOUs of the trade restriction of selling all of their generation into and buying all of their supply from the PX. This permits the IOUs to avail themselves of the bilateral market and forward markets and the ability to self-supply. In so doing, the IOUs now have the ability to mitigate their own prices, and minimize their exposure in the spot market. Second, requiring California market participants to pre-schedule all resources and loads with the ISO coupled with a penalty on all energy transactions of greater than 5 percent of the prescheduled amount should greatly reduce the amount of supply traded in the real-time market and, thus, will shelter Californians from the huge exposure to spot prices experienced this summer.”

Once again it appears the IOUs have not responded to the FERC’s recommendation as is demonstrated by the events and circumstances surrounding the November 14, and 15, 2000 Stage 2 emergencies. In this regard, CARE requests you expand your investigation to include an investigation of market behavior during this time period.

Finally, CARE has requested, in regards to refunds for overcharges by generators, “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 portion 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 FERC order responds to CARE’s complaint where it states,

“We are not now proposing to order any refunds. However, having now reviewed the price volatility that has occurred in California and the flaws in the market design that can lead to unjust and unreasonable rates during certain time periods, we propose that sellers remain subject to potential refund liability during the period it takes to effectuate the longer term remedies proposed herein. We must be vigilant that market manipulation or other anticompetitive behavior does not occur and that the combination of market rules and supply shortage does not otherwise produce unjust and unreasonable rates while the flawed market design remains in effect. Thus, we conclude that not only is the market monitoring through increased reporting, discussed previously, appropriate, but circumscribed refund liability also is appropriate. Therefore, if the Commission finds that the wholesale markets in California are unable to produce competitive, just and reasonable prices, or that market power or other individual seller conduct is exercised to produce an unjust and unreasonable rate, we may require refunds for sales made during the refund effective period.”

CARE concurs with California’s governor that refunds should be issued. CARE still maintains that you need to 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 portion 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. CARE further contends that recent events on November 14, and 15, 2000 provides evidence that market manipulation or other anticompetitive behavior is continuing to occur and that the combination of market rules and supply shortage does produce unjust and unreasonable rates while the flawed market design remains in effect. Based on your findings that wholesale markets in California are unable to produce competitive, just and reasonable prices, and that market power or other individual seller conduct is exercised to produce unjust and unreasonable rates. Therefore we implore you require refunds for sales made during the refund effective period June 13, 2000 to the present.
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Michael E. Boyd – President, CARE 11-21-00
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