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WASHINGTON, Oct 27 (Reuters) - The American Public Power Association on Friday said California wholesale power markets should be forced to return to cost-based rates instead of market-based ones until competition truly takes hold.

The APPA's position is contained in a six-page petition to the U.S. Federal Energy Regulatory Commission, which will on Nov. 1 ponder what remedies to propose for fixing the troubled California electricity markets. 

This summer saw wild price swings in California, forcing wholesale and corresponding retail rates to spike, eventually leading to a suspension of market rates for consumers under the state's evolving deregulation plan.

"While the FERC may properly held out hope in the months and years leading up to summer 2000 that California would dodge the price spike bullet seen in other parts of the nation," in fact the lack of true competition in wholesale markets did spike prices, the APPA said.

The group, which represents the nation's public power providers, said the commission has failed to recognise its failures in promoting deregulation too hastily.

"The failure of the commission and other market participants to recognise the consequences of their actions to deregulate before a structurally sound basis for competition has been put in place has in turn put electric restructuring, and the true benefits of real competition, at risk nationwide," APPA said.

Cost-based rates were a better alternative than market-based rates since market rates have become "ever-lower, ever more complex" under the system run by the California Independent System Operator, they said.

APPA wants FERC to establish bid or annual revenue caps tailored to the costs of each seller, or set one or more annual revenue caps for California sellers, based on the marginal costs of a new generator, allowing individual sellers to seek a higher revenue cap based on their own original costs. 
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