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The purpose of this memorandum is to summarize two recent Federal Energy Regulatory Commission (“FERC” or “Commission”) filings of interest to IEP’s members.  The first filing is a complaint filed the California Electricity Oversight Board’s (“EOB”) on August 29, 2000.  This complaint reiterates arguments previously filed by San Diego Gas & Electric (“SDG&E”), and requests that the California Independent System Operator (“CAISO”) impose “bid caps” at a level no greater than $250 per MWh for energy and ancillary services products ($100/MWh for Replacement Reserves).  The second filing is a proposed CalPX tariff amendment that imposes a $350/MWh maximum price for its Day-Ahead and Day-of Markets.  This market cap would automatically terminate when the CAISO no longer imposes price caps in its markets.  Additionally, CalPX requests the authority to change the maximum price in response to actions by CAISO or the market, without the need of an additional FERC filing.  

IEP intervened in opposition to the SDG&E complaint, raising substantive arguments against caps on sellers’ bids.  Similar issues arise in the context of this two dockets.  We would suggest, at a minimum, filing interventions in both the EOB and CalPX dockets.  Substantive comments in opposition could also be filed if desired by the membership.  Interventions and/or protests are due on the CalPX filing by September 12, and for the EOB filing by September 18.  Please contact us at your earliest convenience to advise how to proceed.

Electricity Oversight Board Complaint (EL00-104)

In its complaint, the EOB asks that FERC find that the wholesale markets in California are not currently workably competitive and that the Commission should take action necessary to ensure that wholesale prices for energy and ancillary services are just and reasonable.  In addition to any other interim or long-term relief that the Commission may deem reasonable, the EOB requests that the Commission direct the CAISO to maintain bid caps at a level no greater than $250 per MWh for energy and ancillary services products, and $100 for Replacement Reserves, until the Commission has completed its investigation of California markets and any necessary reforms are implanted to make the markets operated by the CAISO and CalPX workably competitive.  Additionally, the EOB requests that its complaint be consolidated with Dockets EL00-95-000 (SDG&E’s complaint) and EL00-98-000 (the Commission’s own action investigating California’s market).

The EOB states that its complaint is based upon its investigation that indicates Sellers and Scheduling Coordinators have and exercise market power commanding prices far above rates that would be determined by cost-of-service ratemaking or prices voluntarily agreed to by buyers and sellers in a workably competitive market.  The EOB makes arguments that are very similar to those found in the SDG&E complaint.  It is not entirely clear whether EOB is seeking the imposition of a sellers’ cap, attempting to established conditions on CAISO’s purchasers’ cap.  The filing, however, is primarily symbolic given the consolidated FERC investigation and SDG&E complaint.  

California Power Exchange (ER00-3461)

On August 22, 2000, CalPX filed with the Commission its Tariff Amendment No. 19 which would impose a maximum price in its forward energy markets of $350/MWh, which would automatically terminate when CAISO’s price caps end.  While the maximum prices are in effect, CalPX Board of Governors would have the authority to change the maximum price in response to actions by CAISO or the market, without making a further filing with the Commission.

CalPX states that its initial price limit of $350/MWh represents the sum of the $250/MWh price limitation on CAISO purchases of Imbalance Energy plus the $100/MW that CAISO pays for Replacement Reserves.  CalPX asserts that the establishment of maximum price limits will have the consequence of mitigating any potential significant supply migrations from the CalPX Day-Ahead and Day-Of markets into the CAISO markets.  Further, CalPX argues that any loss of supply volumes from its forward energy markets (the Day-Ahead and Day-Of markets) would diminish the depth, liquidity and price transparency that has made CalPX’s forward markets successful.  The premise of the CalPX filing is that the pricing limitations should minimize the migration of market activity into the CAISO realtime markets.

Conclusion


At a minimum, IEP should intervene in the cases to obtain party status.  It can be anticipated that the EOB complaint will be rolled into the existing SDG&E complaint and FERC investigation.  IEP raised substantive comments in opposition to the seller price caps suggested in the SDG&E Complaint.  Many of those arguments could be reiterated in opposition to the EOB filing, with additional updates to reflect new information (e.g., additional increases in gas rates and subsequent statements from CAISO and CalPX).  Such a filing would maintain IEP’s visibility in defense of the generation industry.  Substantive comments in opposition to the CalPX price cap could also be made on similar grounds, including recent information that suggests that such limitations on the market will increase market uncertainty and divert capital from needed supply projects.
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