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Subject:
Filing of Long Term Power Sales Contracts at FERC
Date:
June 15, 1999

On May 27, 1999, FERC issued an order requiring power marketers to file long term (> 1 year term) power sales contracts with FERC on a non-confidential basis (order requires filing on a prospective basis after issuance of a final order – a few months from now, at least).  Traditional utilities are already required to file long-term power sales contracts.  EPMI is filing a request for rehearing on June 26.  We must provide arguments on the irreparable harm that this filing requirement will cause to the competitive power market, in general. Specific examples, rather than generalizations, would be the most beneficial.  Several other companies are arguing the following.  Please give us additional comments to use. (Christi 37007 or Elizabeth 36349)

Williams comments re: its contract with the AES plants in California:

· Tolling agreement is unique because it divides between two sophisticated, unaffiliated companies the (i) operational and (ii) purchasing and marketing functions that have been historically performed within the same company (and thus not filed, nor documented in a separate document)

· Competitors will have information concerning Williams’ cost structures and performance obligations, but Williams will have no comparable information from them

· Competitors can see the risk allocation and know when Williams is required to cover its position in the market

· Competitors can see the structure and compete head to head on non-price and price issues

· The intricate and complex agreement exposes Williams’ commodity positions in gas and electric markets in California

· Quarterly reports currently do not require critical cost/pricing relationships, the term of the agreement, details of the parties’ performance obligations and risk allocations, and identities of certain third party vendors and consultants

EPSA comments:

· Eliminates incentives to develop innovative contract provisions

· Forces greater use of short-term contracts 

· Pricing available in NYMEX, MW Daily formats (just as FERC allows price discovery on gas markets through Gas Daily, etc.)

Concrete examples of the following areas would be very helpful:

· Proprietary innovative structures, the disclosure of which would deprive the founder of its intellectual capital

· Specific contract terms, the disclosure of which would hurt both suppliers and purchasers

· The relationship between price transparency and the development of a competitive market and why counterparty-specific, long-term price information is not the price transparency that the market needs to either more fully develop or to smooth out price spikes
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