

Description of Calculation of Charge and Payment Adjustments made
Due to FERC Ordered Soft Price Cap

	In compliance with FERC order, the California Power Exchange Corporation has calculated adjustments to its hour ahead and day ahead markets for January 2001.  This document describes the process in a general manner.  Exhaustive detail can be found in the CalPX filing and FERC order on this matter.  The general concept is that when the market clearing price was above $150, sellers’ bids below $150 would be paid $150 and bids above $150 would be paid as bid.  Because this is an adjustment to the usual method of settlement, CalPX calculated these differences as adjustments to the usual invoice.  Thus, sellers see a negative adjustment to what they get paid (i.e., a refund amount), and buyers see a negative adjustment to what they have to pay.  
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Figure 1: Calculation of Pay-as-bid pricing of a CalPX supply bid

Conceptually, the calculation of the pay-as-bid amount for suppliers is the same for both uncongested and congested hours, and the day-ahead and hour-ahead markets.  The difference is that in uncongested hours the bid into the respective CalPX market is used, and in congested hours the adjustment bids are used.  In Figure 1, the segmented line represents an individual portfolio bid with line points representing specific price / quantity pairs.  The horizontal dotted line represents the breakpoint of $150 and the vertical line represents the specific portfolio award.  To calculate the amount paid as bid to the seller in this example it would be necessary to calculate the area bounded by the bid curve, the breakpoint and the portfolio award. 
To give an example, suppose in an uncongested hour with UMCP equal to $300, a supplier has a portfolio bid consisting of price-quantity pairs: (0,0), (600,600), (2500, 600).  The awarded quantity for that portfolio would be 300 MWh.  Under the usual calculation, the supplier would receive $90,000 (= $300/MWh*300MWh).  Under the FERC order, however, the supplier would receive 150*$150+(150*$150+.5*150*$150) = $56,250.  The “refund” from the supplier or payment adjustment is then -$33,750 = $56,250-$90,000.  For each hour all the seller refunds are added together and distributed to buyers.  
When a seller or buyer has a block forward position, these positions are removed from the refund calculation.  For instance, if a buyer purchased 100 MWh in the day-ahead market, but also had a block forward purchase of 50 MWh, then only 50 MWh of the day-ahead purchase would be eligible to receive refunds.  Likewise, a seller with a block forward sale would have MWh equivalent to the block forward sale removed from the refund calculation.  In the example above, if the seller had a block forward sale of 150 MWh, then the refund would exclude the first 150 MWh from the refund calculation.  Thus, the seller’s refund would be .5*150*150 = $11,250.
Please note that many of these calculations require the use of proprietary data, hence validation may not be possible for individual participants.
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