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LOS ANGELES, Oct 27 (Reuters) - California's power grid operator said it approved late Thursday new rules which will lead to a lower cap on wholesale electricity prices when demand is below 40,000 megawatts.

The California Independent System Operator's Board of Governors passed by 13 votes to 10 a proposal which would vary the cap depending on load and natural gas prices. 

The plan, which was proposed by Mike Florio of consumer group The Utilities Reform Network (TURN), was also backed by representatives and municipal and investor owned utilities.

Opponents included the California ISO's chief executive Terry Winter and representatives of independent power producers.

When demand is above 40,000 MW the cap will remain at its current level of $250 per megawatt hour.

The proposal is effective "November 3 or as soon thereafter as can be implemented." ISO spokesman Patrick Dorinson said the agency is still examining how soon the complicated plan can be brought into effect.

Caps will be set on a formula which includes load and the average closing price of NYMEX Henry Hub futures contracts during the last three days of the NYMEX contract.

For example, with an average Henry Hub closing price of $6.00 per million BTUs during the previous three days and a load of between 35,000 and 40,000 MW, the cap would be $165, while based on the same natural gas price if the load were to be only 30,000 to 35,000 MW, the cap could be $105.

Caps would be posted at least 48 hours prior to be beginning of a calendar month and remain in place without adjustment through that month.

Florio described the proposal as "an interim measure until the ISO implements comprehensive market changes."

Earlier this month two California utilities, Pacific Gas and Electric and Southern California Edison, and consumer group TURN filed with the Federal Energy Regulatory Commission in support of a $100 per megawatt hour price cap.

Pacific Gas and Electric is a unit of San Francisco-based PGÈ Corp. , while Southern California Edison is the utility subsidiary of Edison International , based in Rosemead, Calif.

The California ISO, established as part of the electric deregulation effort, oversees the operation of about 75 percent of the state's power grid, serving some 27 million people.

Investor owned utilities have been seeking a lower price cap as part of their attempt to cut skyrocketing costs they have incurred this summer buying power for their customers.

Under the terms of California's deregulation, rates for customers of both Southern California Edison and Pacific Gas and Electric are currently frozen, preventing the utilities from passing on those higher costs to customers.

The two utilities have accumulated more than $2 billion each in undercollected power purchase costs, which they are seeking to recover in filings with state regulators.

Wholesale power prices in California soared to record levels earlier this year amid buoyant demand linked to the nation's booming economy, with Western states among those showing the fastest growth.

There also have been few power plants built during the past 10 years, and although many are now planned, the prolonged approval and construction process means most will not come on line before 2002. 

Folder Name: Utilities, Electric: Deregulation 

Relevance Score on Scale of 100: 96

______________________________________________________________________ 

To review or revise your folder, visit Dow Jones CustomClips or contact Dow Jones Customer  Service by e-mail at custom.news@bis.dowjones.com or by phone at 800-369-7466. (Outside the U.S. and  Canada, call 609-452-1511 or contact your local sales representative.) 

______________________________________________________________________ 

Copyright (c) 2000 Dow Jones &Company, Inc. All Rights Reserved
