Outline of FERC 

June 19, 2001 “West-Wide” Order

(Draft, Adapted from 6/25/01 IEP Summary)

1. “Spot market” sales (all markets that include “sales that are 24 hours or less and that are entered into the day of or day prior to delivery”) in reserve deficient (less than 7% in CAISO) hours capped at marginal cost price (MCP).  This will be the MCP (order generally retains April 26 market mitigation plan.).  CAISO shows this MCP as the hourly “inc” price on its website.  Thus during reserve deficiencies the MCP will not be known in advance with certainty.

a. Bilateral spot sales prices capped to ISO hourly MCP

b. Marketers cannot bid higher than the MCP—they must be price takers.

c. Reserve deficiency period bids from generators capped at marginal cost to replace gas used for generation plus variable O&M costs

d. Entire ISO load to pick up generators’ emission requirements compliance costs and start-up fuel costs

e. ISO to add 10% to the MCP paid to California sellers for all prospective sales to reflect credit uncertainty.  This adder will not be reflected in the MCP for the rest of the WSCC.

f. Sellers (other than marketers) may bid above MCP provided that they make a cost justification filing.  

2. Spot market sales in all non-reserve deficient hours capped, absent seller cost justification, at 85% of the highest ISO hourly MCP in last (previous) Stage 1 (not Stage 2 or 3) emergency.  Other than the fact that MCP is unchanged between Stage 1’s, the price mitigation requirements outlined above are the same.

3. Cost justification filing:

a. Only if a bid above MCP is hit

b. Can’t include scarcity rents or opportunity cost of power

c. Can include verifiable marginal gas costs, O&M, transmission, and (possibly) SC fees

d. Filing costs for all above-cap bids due on 7th of month for previous calendar month

e. Generator can file a cost of service rate if it does not want to be subject to cost filings on the margin

4. All public and non-public utilities that own or control generation in California must offer power in the ISO’s spot markets.

a. Exemptions are: hydro resources and resources necessary for control area operators to meet minimum reserve requirements.

b. This requirement is westwide and is effective immediately although refund-effective date is 7/2/01

c. All public and non-public utilities that own or control generation, excluding hydro resources, in the WSCC, but outside California, must offer power in the spot market of their choosing.

d. Posting of available capacity by IPPs to be made on company and WSPP website (http://www.wspp.org/disc8_frm.htm).

5. Effective date and TERM is June 20, 2001; termination date (California only) is September 30, 2002.  West wide, the term is at least through Summer 01 and may be extended per future order responding to comments due on August 18.

6. Scope: price mitigation also applies to “non-public utilities” in U.S. such as BPA or muni’s

7. Underscheduling penalty for load going to real time in CAISO is technically still in effect but CAISO and EOB support elimination and are not presently charging the fee.

8. Settlement proceedings (begun on 5/25/01) will address issues to ensure that California completes the transformation of its load to long-term contracts.
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