California ISO proposes price caps, floors for various markets

The California ISO wants to put in a price
cap and a price floor on energy, ancillary
services and residual unit commitment
(RUC) capacity as its market changes.

The cap of $2,500/mwh and the floor
of -$2,500/mwh would protect market
participants against the steepest price
swings after the Market Redesign and
Technology Update (MRTU) is put in
place, the 1SO said in a FERC filing
Monday.

Prices in organized markets weren’t
previously allowed to rise above $1,000/
mwh but FERC recently approved a
series of changes that included scarcity
pricing.

Those changes didn’t include a
federal price cap, leaving that choice up
to the regional markets themselves.

The price cap and floor are distinct
from the bid caps already in place -- and
are designed to dampen the impact of

price swings observed in some tests
where prices surged or sank when
transmission constraints came into play.

In those tests, an LMP in excess of
$4,500 cleared in the Humboldt areca
and one of -$3,200/mwh cleared on the
Blythe and Eagle Mountain nodes.

Cal-ISO tried to prevent those from
happening but it can’t rule the possibility
of something like that after MRTU goes
into place.

MRTU Hhas a $500 energy bid cap
that’s to rise to $1,000 eventually -- but
the cost of serving | mwh in a particular
Jocation might end up above the
maximum bid.

That can push prices well above the
bid caps, making price limits on LMPs
necessary to prevent extreme situations,
said the 1SO.

Cal-1SO believes the $5,000 range
protects the market without overly

Nordic Energy, a player in the lllinois
natural gas market -~ is now jumping
into the retail power game.

The firm was granted a
certification of authority from the
Ilinois Commerce Commission (ICC)
to become an alternative retail electric
provider (ARES).

The timing couldn’t be better.
“Just looking at the general regulatory
landscape, there’s about 250,000
customers that will be pushed off of
ComEd.

Eventually all of the smaller
customers will be pushed into the
open market over the next couple of
years and we view that as a really big
opportunity to grow our presence in
that market,” Nordic President James
Deering told us yesterday.

Gas marketer Nordic Energy
to start selling power in Illinois

There have been moves recently
to declare C&I’s in the Prairie State
competitive, and Nordic wants to take
advantage of that.

Nordic’s goal will be to service
C&]1 customers with an annual use of
more than 15,000 kw annually in the
ComEd territory. The firm will use its
natural gas experience to help guide it
through the power landscape.

Its natural gas territory touches on
four utilities in IHlinois and Indiana,
including Peoples Gas, Northshore
and NICOR, territories in Illinois and
the NIPSCO territory in Indiana.

“We know the region, we know
the challenges and we have the
industry experience to excel in the
electric market,” said Deering.
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dampening price signals.

Any time the cap or floor is reached,
the ISO plans to publish the prices that
would have cleared to make the use of
caps transparent,

The 1SO doesn’t want price limits
used as a band aid for faulty software
and plans to continue to test and probe
price swings -- and fix the system where
needed.

Cal-150 isn’t proposing an end date
for the price limits but will discuss them
with stakeholders within the first year of
MRTU if they get approved.

The price caps will also come up in
the periodic reports the ISO has to file
with FERC on the MRTU.

Between those two check-ups, the
cap and floor can be assessed and a
determinations made as to whether they
are needed in the long-term.
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New York City
demand curve debate
hears from ISO, PSC

The New York 150, PSC and
transmission owners want to see FERC
throw out a complaint filed by generators
in New York City’s capacity market
asking that demand curves be updated

to reflect a tax exemption that the city’s
government let lapse.

The curve produced unjust prices (RT,
Qet-12),

But the tax didn’t lapse for existing
generation and the complainants haven’t
shown that any new generation will be
negatively impacted, the ISO and PSC
both said in separate statements filed
Monday.

Letting the demand curve be updated
would mean existing generators would
collect the tax break and change capacity
prices designed to compensate for its loss.

That would amount to $100 million
in windfall profits this year and next and
could surpass $300 million by 2010, the
PSC argued.

The generators already took their
case to the NYISO board and the latter
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