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FOR IMMEDIATE RELEASE

Contact:  Mark Stultz

Phone:    202-628-8200 

EPSA Urges FERC to Put the Brakes on

Proposal That Could Cripple Power Markets

Washington, D.C., Nov. 27, 2001 –- In its haste to develop an approach to police generator market power, the Federal Energy Regulatory Commission (FERC) is likely doing more harm than good for competitive power markets, according to a filing today by the Electric Power Supply Association (EPSA).

“We continue to applaud the commission’s long-term goal of achieving a vibrant wholesale marketplace that, by its very existence, limits opportunities for market power abuse,” said EPSA President Lynne H. Church.  “However, on this issue, the commission is now rushing some Band-Aid steps that appear to be seriously flawed and counterproductive to the cause.”

As an initial step, EPSA requested that the commission give industry stakeholders additional time to analyze and provide details on all of the potential and unrecognized ramifications of a Nov. 20 commission order that establishes a widespread market power investigation and review of existing market-based rate tariffs. 

“Absent evidence and taken at face value, FERC’s announcement of a broad, ill-defined search for generator market power would seem to strike at the very heart of the fundamentals driving a competitive marketplace,” Church said.

“In fact, the commission’s action appears so sweeping and potentially full of adverse side-effects that it challenges the very reason suppliers—generators and marketers alike—forego the safety of cost-plus rates in order to provide customers with all the benefits of a competitive marketplace,” she said. “The irony is that this appears to be partly FERC’s response to a circumstance that has never been proven—the alleged withholding of generation in order to manipulate market price.”

In addition, in its request for an extension of the proceedings, the association said “the possibility of retroactive refunds based on the application of vague standards transforms the investment climate and puts existing and future investments at risk.”

“Conditioning market-based rate authority could reduce the number of competitors and new entrants into the market, which runs counter to the commission’s goals,”

EPSA said. “For now, even a cursory review of the order exposes undesirable and unintended effects – consequences that do nothing to support market fundamentals such as liquidity, price transparency, and legal and regulatory stability.”

“Rather than enhancing these conditions, FERC is undercutting the basis by which new plants are developed and financed and the power sold,” Church said.  “All of this is based on an economic theory that ignores the financial realities of the marketplace.”

-EPSA-

Editor’s Note: Copies of the complete extension request will soon be available at www.epsa.org, or contact Francine Greenberg at fgreenberg@epsa.com, or call (202) 628-8200.
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-more-

EPSA is the national trade association representing competitive power suppliers, including independent power producers, merchant generators and power marketers. These suppliers, who account for more than a third of the nation’s installed generating capacity, provide reliable and competitively priced electricity from environmentally responsible facilities serving global power markets. EPSA seeks to bring the benefits of competition to all power customers.
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