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UNITED STATES OF AMERICA

FEDERAL ENERGY REGULATORY COMMISSION

Before Commissioners:  Joseph T. Kelliher, Chairman;  
                  Nora Mead Brownell, and Suedeen G. Kelly.

Southern California Edison Company Docket Nos. ER02-2263-003
ER02-2263-004
ER02-2263-005

ORDER ACCEPTING UPDATED MARKET POWER ANALYSIS

(Issued March 16, 2006)

1. In this order, the Commission accepts an updated market power analysis and 
notice of change in status filed by Southern California Edison Company (SoCal Edison).
The Commission also accepts revisions to SoCal Edison’s market-based rate tariff1 to 
incorporate the change in status reporting requirement.2 As discussed below, we 
conclude that SoCal Edison satisfies the Commission’s standards for market-based rate 
authority.

Background

2. On August 29, 2005, SoCal Edison filed an updated market power analysis 
pursuant to the Commission’s order issued on May 13, 2004.3  The May 13 Order 

1 FERC Electric Tariff, Original Volume No. 8, Second Revised Sheet No. 3 
(Superseding First Revised Sheet No. 3).

2 Reporting Requirement for Changes in Status for Public Utilities with Market-
Based Rate Authority, Order No. 652, 70 Fed. Reg. 8,253 (Feb. 18, 2005), FERC Stats. & 
Regs. ¶ 31,175, order on reh’g, 111 FERC ¶ 61,413 (2005) (Order No. 652).

3 Acadia Power Partners, LLC, 107 FERC ¶ 61,168 (2004) (May 13 Order) and 
Southern California Edison Company, Docket No. ER02-2263-000 (Aug. 29, 
2002)(unpublished letter order).  
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addressed the procedures for implementing the generation market power analysis 
announced on April 14, 2004, and clarified on July 8, 2004.4

3. On May 2, 2005, and November 2, 2005, SoCal Edison filed notices of change in 
status informing the Commission that it has purchased a certain amount of capacity under 
long-term contract.  SoCal Edison states that these purchase contracts are of two distinct 
types.  First, SoCal Edison has acquired contracts that give it operational control over the 
dispatch of an addition 1,849 MW of capacity.  Second, SoCal Edison has acquired 1,950 
MW of call option contracts which give SoCal Edison a right to have the seller deliver 
specified quantities of energy to identified delivery points. SoCal Edison argues that 
these call option contracts should not be considered part of its total capacity for the 
purposes of the generation market power screens since these contracts do not assign 
operational control over specific facilities to SoCal Edison.

4. SoCal Edison states that it is an investor-owned utility that sells electricity to 
wholesale customers and serves retail customers in California.  SoCal Edison is a wholly-
owned subsidiary of Edison International and owns 8,412 MW of electric generation in 
the California Independent System Operator Corporation (CAISO) market, 666 MW of 
electric generation in the Arizona Public Service Company (APS) control area, 484 MW 
of electric generation in the Salt River Project (SRP) control area, and 320 MW of 
electric generation in the Imperial Irrigation District (IDD) control area.  SoCal Edison
states that it has divested many of its generation facilities and buys most of its power, 
predominantly through medium-term and long-term power purchase agreements. SoCal 
Edison states that it uses firm transmission rights it holds to import the capacity it owns in 
the APS, SRP, and IDD control areas into the CAISO to serve its native load.  In 
addition, SoCal Edison states that it has transferred operational control over its 
transmission facilities to the CAISO and cannot erect other barriers to entry.
Additionally, SoCal Edison states it and its affiliates are subject to the Commission’s 
code of conduct and SoCal Edison’s market-based rate tariff prohibits sales to or 
purchases from any affiliate with a franchised service territory.

Notice of Filing

5. Notice of SoCal Edison’s May 2 filing was published in the Federal Register,
70 Fed. Reg. 25,562 (2005), with interventions or protests due on or before May 23, 
2005.  None was filed.

4 AEP Power Marketing, Inc., 107 FERC ¶ 61,018 (2004) (April 14 Order), order 
on reh’g, 108 FERC ¶ 61,026 (2004) (July 8 Order).
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6. Notice of SoCal Edison’s August 29 filing was published in the Federal Register, 
70 Fed. Reg. 53,653 (2005), with interventions or protests due on or before 
September 19, 2005.  Northern California Power Agency filed motion to intervene.

7. Notice of SoCal Edison’s November 2 filing was published in the Federal 
Register, 70 Fed. Reg. 70,607 (2005), with interventions or protests due on or before 
November 23, 2005.  None was filed.

Discussion

Procedural Matters

8. Pursuant to Rule 214 of the Commission’s Rules of Practice and Procedure, 
18 C.F.R. § 385.214 (2005), the timely, unopposed motion to intervene serves to make 
the Northern California Power Agency, which filed it, a party to the proceeding.  

Market-Based Rate Authorization

9. The Commission allows power sales at market-based rates if the seller and its 
affiliates do not have, or have adequately mitigated, market power in generation and 
transmission and cannot erect other barriers to entry.  The Commission also considers 
whether there is evidence of affiliate abuse or reciprocal dealing.5 As discussed below, 
the Commission concludes that SoCal Edison satisfies the Commission’s standards for 
market-based rate authority.

Generation Market Power

10. In the April 14 Order, the Commission adopted two indicative screens for 
assessing generation market power, the pivotal supplier screen and the wholesale market 
share screen.6 SoCal Edison prepared both the pivotal supplier and the wholesale market 
share screens for the CAISO, APS, SRP, and IDD markets. SoCal Edison asserts that it 
passes the pivotal supplier screen and the wholesale market share screen in these markets
for each of the four seasons considered.

5 See, e.g., Progress Power Marketing, Inc., 76 FERC ¶ 61,155 at 61,919 (1996); 
Northwest Power Marketing Co., L.L.C., 75 FERC ¶ 61,281 at 61,899 (1996); accord 
Heartland Energy Services, Inc., 68 FERC ¶ 61,223 at 62,062-63 (1994).

6 AEP Power Marketing, Inc., 107 FERC ¶ 61,018 (April 14 Order), order on 
reh’g, 108 FERC ¶ 61,026 (2004) (July 8 Order).
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11. SoCal Edison requests that the Commission confirm that certain firm energy call 
option contracts should be excluded when calculating its uncommitted capacity for the 
generation market power screens.  Under these contracts, in response to a day-ahead call, 
the seller can:  (1) deliver electricity from its own portfolio of generation facilities; (2) 
deliver electricity from another source such as electricity it has purchased from a third-
party; or (3) satisfy its contractual obligations through payment of liquidated damages.  
SoCal Edison argues that because these contracts do not give it control of specific 
generation resources, the Commission should not consider this capacity under SoCal 
Edison’s control for the purposes of the generation market power screens.  Secondly, 
SoCal Edison argues that this capacity should not be considered under its control because 
SoCal Edison cannot prevent the capacity from reaching the relevant markets. SoCal 
Edison has provided generation market power screens with and without these contracts
included in its total capacity.  SoCal Edison states that it passes in both cases.

12. The Commission has stated that if an applicant has control of capacity such that 
the applicant can affect the ability of that capacity to reach the relevant market, then that 
capacity should be attributed to the applicant when performing the screens.7  In this case, 
if SoCal Edison calls capacity under these contracts the seller will deliver firm energy to 
SoCal Edison from the seller’s generation or purchased power resources, and SoCal 
Edison will take title to that electricity.  Further, SoCal Edison will control that capacity
in deciding whether to use it to meet load obligations (thus possibly displacing other 
capacity controlled by SoCal Edison for sale into the market) or resell it into the 
wholesale market.  The Commission therefore has reviewed SoCal Edison’s generation 
market power screens that include the call option contracts as part of SoCal Edison’s total 
capacity.

13. The Commission has reviewed Edison’s generation market power screens for the 
CAISO, APS, SRP, and IDD markets and finds that SoCal Edison passes the screens in 
each of the relevant markets.  Accordingly, the Commission finds that SoCal Edison
satisfies the Commission’s generation market power standard for the grant of market-
based rate authority.

14. SoCal Edison states that it expects to continue to be an active purchaser of 
wholesale power, entering into long-term purchase contracts and that it expects its 
procurement requirements are likely to result in frequent changes in status.  For this 
reason, SoCal Edison has provided forward-looking generation market power screens and 
requests that that the Commission: (1) treat these forward-looking screens as the requisite 
economic analysis that may be required in future change in status filings and (2) rule that 

7 July 8 Order, 108 FERC ¶ 61,026 at P 65.
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based on these forward-looking screens, SoCal Edison is not required to update the 
economic analysis provided in the instant filing until the due date of its next updated 
market power analysis unless it obtains enough generation capacity to change the result 
of the forward-looking screens.  SoCal Edison states that under this approach, it would 
not be required to provide change in status filings for the long-term purchases it expects 
to make and has included in the forward-looking screens.

15. As an initial matter the Commission has stated that the Delivered Price Test is the 
only forward-looking market power analysis or study applicants may submit.8 In 
addition, as a condition of obtaining and retaining market-based rate authority, a public 
utility with market-based rate authority must timely report to the Commission, no later 
than 30 days after a change occurs, any change in status that would reflect a departure 
from the characteristics the Commission relied upon in granting market-based rate 
authority.9  Market-based rate sellers must report as a change in status each cumulative 
increase in generation of 100 MW or more since the most recent notice of change in 
status filed by the seller.10

16. We will therefore deny SoCal Edison’s requests with regard to the forward-
looking pivotal supplier screens and wholesale market share screens that it submitted 
with its filing. SoCal Edison is required to comply with the Commission change in status 
reporting requirement.  Accordingly, we expect SoCal Edison to provide change in status 
filings for long-term purchases that it may make in the future that constitute a cumulative 
increase in generation of 100 MW or more.  However, as the Commission stated in Order 
No. 652, entities affected by a change in status are not required to automatically file an 
updated market analysis, such as that required by the triennial review.  Nevertheless, the 
Commission reserves the right to require additional information in connection with a 
change in status filing, including an updated market power analysis, if necessary to 
determine the effect of an entity’s change in status on its market-based rate authority.11

Transmission Market Power

17. SoCal Edison states that it has transferred operational control of its transmission 
assets to the CAISO and thus there are no concerns over transmission market power.  
Further, no intervenor has raised transmission market power concerns.  Based on these 

8 July 8 Order, 108 FERC ¶ 61,026 at P 27.
9 18 C.F.R. 35.27(c) and Order No. 652, FERC Stats. & Regs. ¶ 31,175.
10 Order No. 652, FERC Stats. & Regs. ¶ 31,175 at P 68.
11 Id. at P 95.
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representations, the Commission finds that SoCal Edison satisfies the Commission’s 
transmission market power standard for the grant of market-based rate authority.

Other Barriers to Entry

18. SoCal Edison states that it and its affiliates do not control access to any fuel 
sources or have the capability to withhold fuel sources to foreclose entry by competitors.  
SoCal Edison also states that it does not control a sufficient number of generation sites or 
otherwise have the ability to impose other generation barriers within or outside its retail 
service areas.  No intervenor has raised concerns regarding barriers to entry.  Based on 
these representations, the Commission is satisfied that SoCal Edison cannot erect barriers 
to entry.

Affiliate Abuse

19. SoCal Edison’s market-based rate tariff prohibits sales to or purchases from any 
affiliate with a franchised service territory.  In addition, SoCal Edison’s market-based 
rate tariff contains a code of conduct that governs the relationship between SoCal Edison
and its affiliates with market-based rate authority.  Based on this, we find that SoCal 
Edison satisfies the Commission’s concerns with regard to affiliate abuse.

Reporting Requirements

20. In Order No. 664, the Commission stated that it intends to no longer grant waivers 
of the full requirements of Part 45 in its orders granting market-based rate authority.12

Rather, persons seeking to hold interlocking positions will be required henceforth to 
comply with the full requirements of Part 45.  With respect to an individual who currently 
is authorized to hold interlocking positions, that individual will not need to refile under 
the full requirements of Part 45 to continue to hold such interlocking positions (unless 
and until that individual assumes different or additional interlocking positions).13  Thus, 
consistent with Order No. 664, SoCal Edison will be required to comply with the full 
requirements of Part 45.

21. Consistent with the procedures the Commission adopted in Order No. 2001, an 
entity with market-based rates must file electronically with the Commission an Electric 
Quarterly Report containing:  (1) a summary of the contractual terms and conditions in 
every effective service agreement for market-based power sales; and (2) transaction 

12 See Commission Authorization to Hold Interlocking Positions, Order No. 664, 
112 FERC ¶ 61,298 at P 34, FERC Stats. & Regs. ¶ 31,194 (2005).

13 Id. at P 36.
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information for effective short-term (less than one year) and long-term (one year or 
greater) market-based power sales during the most recent calendar quarter.14 Electric 
Quarterly Reports must be filed quarterly no later than 30 days after the end of the 
reporting quarter.15

22. As discussed above, SoCal Edison must timely report to the Commission any 
change in status that would reflect a departure from the characteristics the Commission 
relied upon in granting market-based rate authority.16

23. SoCal Edison is directed to file an updated market power analysis within three 
years of the date of this order.  The Commission also reserves the right to require such an 
analysis at any time.

The Commission orders:

(A) SoCal Edison’s updated market power analysis is hereby accepted for filing, 
as discussed in the body of this order.

(B) SoCal Edison’s notices of change in status are accepted for filing, as 
discussed in the body of this order.

(C)   SoCal Edison’s next updated market power analysis is due within three years 
of the date of this order.

(D)  SoCal Edison must timely report to the Commission any change in status that 
would reflect a departure from the characteristics the Commission relied upon in granting 
market-based rate authority.

14 Revised Public Utility Filing Requirements, Order No. 2001, 67 Fed. Reg. 
31,043 (May 8, 2002), FERC Stats. & Regs. ¶ 31,127 (2002).  Required data sets for 
contractual and transaction information are described in Attachments B and C of Order 
No. 2001.  The Electric Quarterly Report must be submitted to the Commission using the 
EQR Submission System Software, which may be downloaded from the Commission’s 
website at http://www.ferc.gov/docs-filing/eqr.asp.

15 The exact dates for these reports are prescribed in 18 C.F.R. § 35.10b (2005).  
Failure to file an Electric Quarterly Report (without an appropriate request for extension), 
or failure to report an agreement in an Electric Quarterly Report may result in forfeiture 
of market-based rate authority, requiring filing of a new application for market-based rate 
authority if the applicant wishes to resume making sales at market-based rates.

16 Supra note 2.
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(E)  SoCal Edison’s revised tariff sheets are accepted for filing, as discussed in 
the body of this order.

By the Commission.

( S E A L )

Magalie R. Salas,
Secretary.
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