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December 18, 2000

Dear CalPX Participant:

	As anticipated, last Friday the Federal Energy Regulatory Commission (FERC) released its final order on California’s energy situation.  The next regulatory event will occur this Thursday, December 21st, when the California Public Utility Commission (CPUC) is expected to deliver its response to the FERC order.

	There is no denying the fact that FERC’s pronouncement was not a favorable one with regards to the California Power Exchange.  First, it denies California’s three investor owned utilities (IOUs) the authority to sell their generation through CalPX.  Second, FERC terminated CalPX’s rate schedule, effective the close of the April 30, 2001 trading day.  The third factor affecting us is the imposition of a “soft” $150 price cap, placed only on the CalPX and ISO markets.

Our strategy in light of the FERC decision is as follows:

1. We will continue discussions with our customers to maintain our scheduling coordinator role with them for the foreseeable future.
2. We will be filing a new, market-based tariff with FERC to reflect current conditions. Under the new filing, regulatory control will be greatly reduced allowing us to move more quickly in the future.
3. We will continue to emphasize the positive aspects and benefits that result from using our forwards market as opposed to the bilateral transactions that are currently being touted as the answer to most of today’s problems.
4. We will simultaneously focus on growth opportunities available to us in other regions such as Alberta, New England and the Desert Southwest.
5. We are working to understand how to implement the “soft” price cap.  We will contact you to discuss our proposed solution in the very near future.

	The next few days will likely bring about new revelations and reactions.  Tomorrow we will participate in a FERC meeting on bilateral transactions, and Thursday’s CPUC meeting is sure to be a major discussion point as well.  We will be sure to keep you posted.  

Sincerely,

George Sladoje
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