
I 

ALJ/Rel/tcg • 
Moiled 

NOV 2 1 1997 
Dedsion 97-11-075 November 19, 1997 (~)[01n(Qlnm rr.n lll) Jl)iJl~UiXJt:\l __ :> 
BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

In the matter of the application of 
Southern California Edison Company 
(U 338-E) (or authority to sell gas-fired 
electrical generation (acilities. 

Application 96-11-046 
(Filed November 27,1996) 

INTERIM OPINION 

SUMmary 

Southern California Edison Company (Edison) requests authority, pursuant to 

Public Utilities (PU) Code $c(tion 851, to auction and sell 12 fossil-fuel electric 

generation plants by the end of 1997. The second interim dedsion that Edison requests 

is that the form of l\faster Must-Run Agreement (MMRA) as filed at the Federal Energy 

Regulatory Commission (FERe) and approved by the FERC on October 30,1997, is 

sufficient to ensure that six of the plants, which are required for the reliable operation o( 

the system, remain available and operational, pursuant to PU Code Section 362 

consistent with maintaining open competition. 

Procedural Background 

Edison filed its application on November 27, 1996. Notice appeared in the Daily 

Calendar on De<'ember 4, 1996. A prehearing conference was held on January 8, 1997. 

President Conlon, as the assigned Commissioner,' issued a ruling (ACR) to establish a 

procedural schedule on February II, 1997. An evidentiary hearing was held on June 5-6, 

1997 and the issues (or the second interim opinion were submitted on the briefs and 

reply briefs, filed on or before June 30, 1997 and July 11,1997, respectively. A proposed 

decision by the assigned administrative law judge was filed on October 20, 1997. Edison 

• Contmissioner Bilas W.lS subsequently co-assigned. 
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and the OUice of Ratepayer Advocates (ORA) filed joint comments on November 10, 

1997. No reply comments \ ... ·ere filed. 

In our first interim decision, De<:ision (D.) 97-09-049, we determined that Edison 

should be permitted to proceed with the auction while we completed review under the 

California Environmental QuaJity Act and considered the issues in this second interim 

opinion. In a final decision" we will consider whether to permit transfer of the plants to 

the successful bidder, based on the auction results. 

Descriptfon of the Issues for the S&cond Interim Oprnlon 

Edison wishes to offer for sale 12 electric generation plants pursuant to PU 

Code Section 851: 

• Alamitos Generation Station 
• Cool \Valcr Generating Station 
• Ellwood Energy Support Facility 
• EI Segundo Generating Station 
• Etiwanda Generating Station 
• Highgrove Generating Station 
• Huntington Beach Generating Station 
• Long Beach Generating Station 
• Mandalay GeneraHng Station 
• Ormond Beach Generating Station 
• Redondo Generating Station 
• San Bemardino Generating Station 

Of these, the parties agree that six arc required to be kept available (or the 

reliable operation of the transmission system pursuant to PU Code $c(lion 362: the 

Alamitos, Huntington Beach, ElScgundo, Etiwanda, Mandalay, and Redondo plants. 

In proceedings pursuant 10 Section 851, we must ensure that ufacilities needed to 

maintain the reliability of the electric supply remain available and operational, 

consistent with maintaining open compelition and avoiding an o\'erconccntration of 

market power." Edison proposes to ensure that the six "must-nm" plants remain 

available and operational by rcquiring.. as a condition of 5.1Ie, that the purchaser of each 

plant enter into an MMRA with the Independent System Operator (ISO). The question 

thus presented is whether the means proposed ensure that U(acilities needed to 
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maintain the reliability of the ctectric supply remain avairable and operational, 

consistent with maintaining open competition.n (PU Code § 362.) In our first interim 

decision" we determined that until the out<:~ome of the auction was known, it would not 

be possible to determine whether the MMRA would be consistent with "avoiding an 

overconcentration of market power/' which is another test in PU Code Se<:tion 362, 

because we would need to know what other generation assets the buyer controlled. 

Whether the MMRA Ensures the COntinued Availability and Operation of the Six 
Must-Run Plants Consistent with MarntaJnlng Optm Competition 

Continued Availability and Operatlon 

Descrlptfon of the MMRA 

The MMRA is a bilateral contract between the owner of an electric 

generating (acility and the ISO that permits the ISO to can upon the facility to deliver 

electricity into the transmission grid, at the times and in the quantities specified by the 

ISO, and sets out the respective rights and duties of the ISO and the owner. Its essential 

(eatures are that it is governed by California law, terminable (or convenience by the 

ISO, but not the owner, on 90 days' notice, renewable (Or successive terms at the option 

of the ISO, and permits the dispatch and payment obligations to be switched an\ong 

three dif(erent regimes at the option of the ISO or the owner under various 

circumstances. 

The three regimes, referred to as II As Callcd/I IIFuU Recovery with Credit 

Back/" and IIFuli Recovery with Dedicated Facility,'1 implement three different levels of 

market participation by the (acility. 

The default regime is Ii As Catled/I Under this (orm of MMRA, the ISO has 

the right to direct that the units of a plant be dispatched on a daily, hourly or real-time 

basis to deliver energy Or ancillary services (such as spinning reserve or voltage 

support). The owner has the right to receive payments (or operation under ISO 

dispatch, at rates to be determined by the FERC. The OWller is free to enter into market 

transactions (or energy or ancillary services at all other times. The owner has the duly 

to maintain the units and to notify the ISO when they will be out of service (or 
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maintenance or have been taken out of service on an unscheduled basis. The ISO has the 

right to dispatch the units up to a stated level. If the owner is unable to deliver required 

services, it has Ihe duty to propose mitigation measures, which may include delivery 

from other units at the plant that arc not subject to the MMRA. Payment terms are 

affected by any failure to deJiver required services. Obligations of the parties arc limited 

to an amount to be stated in a schedule to the MMRA. The customary types of 

representations, warr.mties, covenants, and indemniHes arc provided. The obligations 

arc binding upon suc<.'essor owners. 

The Full Cost Recovery with Credit Back form of MMRA differs (rom the 

As Called forn\ in several respects. Under this (orm of MMRA, the ISO has the right to 

direct that the units of a plant be dispatched to deliver energy or ancillary services On a 

daily, hourly, Or real-time basis. The owner is (ree to enter into market transactions for 

energy or ancillary secviC('s at all other times but 90% of net payments received arc 

credited against availability payments. The owner is subject to a revenue floor 

requirement. The ISO has the right to obtain temporarYt preliminary and permanent 

injunctive relief from any court of competent jurisdiction restraining the owner from 

committing or continuing a breach of the agreement. In certain circumstances, the ISO 

has the right to the guarantee of the owner's parent company of owner's obligations. 

The Full Recovery with Dedicated Facility form of MMRA differs (rom the 

Full Cost Recovery with Credit Back (orm in that the owner is not free to enter into 

market transactions for energy or ancillary services at any time. 

Whether to Defer any DecisIon until the Sp~clflc T~rms and 
Condltfons havG been Ot!termlned 

The Coalition of Cali(ornia Utility Employees (CUE) notes in its brief that 

this Commission has recommended to the FERC that MMRA should be changed in this 

regard and sees "no rational way that the Comrnission could argue to FERC that these 

'critical changes' to the IMMRAs] have to be made so that the plants would be 

'available when called' and, at the same lime, (ind that the (MMRAJ ('nsucc that plants 

will be 'availabJe and oper.llional' when nceded." 
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The California Cogeneration Council (CCC) and Independent Energy 

Producers Association (IEP) filed a "motion for clarification." CCC/IEP purport to find 

in the Commission's comments before the FERC the potential that the Commission has 

prejudged the issues associated with the Full Cost Recovery with Credit Back form of 

MMRA. Those fears arc groundless. Even if the issues in the FERC proceeding were 

identical to the issues in this proceeding, which they are not, the Commission retains its 

due process obligation of deciding the issues which arc before us in this proceeding 

based upon the record in this proceeding. That does not, hOweVer, mean that we are 

proscribed from reaching similar conclusions. 

In addition, it is undisputed that the MMRA before the Commission has 

material contractual terms in blank, including unit-spedfic operational requirements 

and the ISO's payment obligations, among others. Therefore, CUB argues, We cannot 

detNmine that the MMRA is fair and reasonable to the prospective purchaser and, in 

the absence of knOWing whether the MMRA is beneficial to the new owner, whether it 

will be adequately "motivated" to honor its obligations under the MMRA. Thus, CUE 

takes the position that a contract is no more than a scrap of paper that sovereign parties 

deign to observe only when it suits their interest. ORA specifically disassociates itself 

from lh~ suggestion that we must know how the blank terms will be filled. 

The ISO argues that because PERC has properly exercised its jurisdiction 

to determine the wholesale rates and terms and conditions of the MMRA, we are totally 

pre-empted by fcderallaw from taking any role whatsoever in looking at the specifics 

of the MMRA. Edison and ORA agree that the substantive issues about the contents of 

the MMRA arc within the exdusive jurisdiction of the FERC, and we should limit our 

role to ensuring that new owners of the must-run plants execute the MMRA in 

whate\'er final form is dictated by the FERC and approve or disapprove sale of the 

plants with such MMRA 

To unravel this particular knot may require more clfort than it is worth, so 

perhaps it rna}' be cut by cardully looking at our duty under Section 362: 

In proceedings pursuant to Section ... 851 ... , the 
(CJommission shall ensure that facilities needed to maintain 
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the reliability of the electric supply remain available and 
operationaJ1 consistent with maintaining open competition 
and avoiding an overconcentration of market power. In 
order to determine whether the facility needs to remain 
avaHable and operational" the (Clommission shall utiJize 
standards that are no less stringent that [sic] the \Vcslern 
Systems Coordinating Council and North American Electric 
Reliability Council standards (or planning reserve criteria. 

As noted" this is a proceeding pursuant to Section 851, and We have 

determined which facilities are needed to maintain the reliability of the electric supply. 

The ISO has ongOing responsibility for the efficient use and reliable operation of the 

transmission grid. (PU Code § 345.) The ISO is to seek the authority required to give it 

lithe ability to secure generating and transmission resources necessary to guarantee 

achievement of planning and operating reserve criteria no less stringent than those 

established by the \Vestern Systems Coordinating Council and the North American 

Electric Reliability Council." (PU Code § 346.) 

Because the ISO will have the ability to SC(ure new generating and 

transmission resotlrces" because the applicable criteria of the two councils may change, 

from time to time, because existing plants may become decrepit or obsolete, and 

because load characteristics evolve over time, our designation of plants as "must-run" 

cannot be considered permanent. It iSI rather, simply complementary to the 

development of the ISO's ability to secure new generating and transmission resources. 

The Legislature was concerned that tr.lnsfer of existing plants whose operation is 

currently necessary to maintain reliability was done in such a way that those plants 

\ ... ·ould continue operating in that role as long as needed by the ISO, whose job it is to 

assure reliability of the electric supply going forward by securing the necessary 

reSOurces. 

Aside fcom dictating the sources of technical criteria that the ISO should 

apply, the legislature afforded the ISO great scope itl how it would discharge its duties. 

The Legislature contemplated that the "proposed restructuring of the electricity 

industry would tr.lnsfN responsibility (or ensuring short- and long-term reliability 

away from electric utilities and regulatory bodies to the [ISO) and various market based 
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mechanisms." (PU Code § 334.) It is thus clear to us that our role in this area is purely 

transitional pending the full assumption of its authority by the ISO. In particular
l 
as we 

noted in our first interim opinion, we cannot dictclte to the ISO that it enter into an 

MMRA [or a parlicular plant andl if SOl under what terms and conditions. What we can 

do is to give it the option. 

Thus, if the ISO determines that any of the six plants that we have 

determined are needed have more attractive substitutes, it should be free, under its 

authority, to d~line to execute an MMRA. (After aliI as proposed, the ISO would have 

the right to terminate any MMRA on 9O-days' notkel which is a prOVision that none o[ 

the parties have suggested is unreasonable in light of PU Code Section 362.) Thus, the 

ISO, subject to the requirements of the FERCI is in the position of haVing the final say on 

whether to execute a particular MMRAI regardless of what we may have to say about 
it.1 

This division of respol\Sibility renders any question o[ FERC preemption 

totally beside the point. If the ISO can decline to enter into an MMRA because it 

believes the plant is no longer needed, it can also decline to enter into an MMRA 

because it believes that it has better alternatives to it to accomplish the same purposes. 

In [act, a plant will be ensured to remain available and operational following the 

establishment of the PX only if it is either owned by the ISO (which no one 

contemplates) or it is subject to an MMRA or similar contracluaJ arrangement
l 
and it 

will be subject to only those MMRA terms and (onditions that suit the ISO, within the 

range permitted by the FERC. 

The same (onsideration renders moot the debate about the blank price 

terms. If we were to (onclude that the MMRA (uUilled Us function only if a particular 

blank were to be filled with the number 1/20" and the FERC required IJIO," the ISO 

I Por this reason ... as ,,'e noted in our first interim opinion, the condition to the transfer of the 
plants should be either that the buyer has exC(utcd the MMRA and deJivered it to the ISO or 
has provided a certifit.lte of the ISO that it waives the MMRA. 
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would not execute the MMRA and, in that case, the MMRA would definitely not ensure 

the continued availability of a plant. 

A different set of considerations also leads us to conclude that the blank 

price terms should not detain us. The cash flow from the MMRA is to be set in 

accordance with the FERC requirements to be lair and reasonable to buyer and seHer. 

Buyers of the plants will bid taking into account either the estabHshcd prkes or will 

make allowance for any uncertainty that still exists at the time of the auction. In either 

event, the successful bidder will have factored the expected ('ash flow into its bid. That 

bid will be made either from the buyer's equity capitat with other people's money 

(debt), or with a combination of equity and debt. Thus, the proprietors or creditors, or 

both, of the successful bidder will have made an assessment of cash flow available ftom 

the MMRA as part of their calculation and may be presumed to have accepted the risk 

that the terms implemented in the MMRA are terms that they will have to observe. 

\Vhat are the consequences if the su('cessllll bidder finds itself dissatisfied 

with the terms of the MMRA? It can attempt to have those wholesale rates changed by 

the FERC or it can intentionally default On its obligations under the MMRA. If the FERC 

adjusts the rates to the satisfaction of the successful bidder, no question arises whether 

rates arc sufficiently motivational to ensure the continued availability and operation of 

the plant. f( the owner intentionally delaults, the ISO looks to the remedies in the 

MMRA, including its right to obtain specific performance of the contract. In either casc, 

given a legal, valid, and binding contract, there is no need to concern ourselves with the 

adequacy of price terms. 

Consider next the casc in which the I'ERC terms are objectively adequate, 

but through poor management, bad luck, or misad\'enture in another bush\ess, the 

owner becomes insolvent, unable to meet its performance obligations under the 

MMRA, and seeks protection in bankruptcy. In bankruptcy, two major kinds of 

adjustments can be made: debts can he discharged without full pa}'ment and 

perfo(mance obligations can be excllsed. So long as the bankruptcy estate discharges its 

performanc~ obHgaHons under th~ ~.1MRA, the ISO is indifCcrcllt to how debts are 

discharged. In a bankruptcy, the debtor-in-possession or trustee has the option to affirm 
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or avoid contractual obJigations~ including the MMRA. If the MMRA is affirmed, no 

issue arises as to the continued availability of the facility. If it is avoided, the issue docs 

arise. It would be avoided, however, only if the cost of performance exceeded the cash 

flow. That would only occur if the PERC required terms were not objectively adequate 

(i.e., no reasonable 0F~rator would be able to perform under the MMRA). 

\Ve do not feel that the PERC is likely to badly miss the mark on what 

terms for the MMRA should be required. Even if we did, morcover, we are in no 

position to substitute our OWn judgment (or that of an agency with superior jurisdiction 

over wholesale rates for aU the reasons discussed above. Therefore, We look solely to 

the (orm of the MMRA. 

The form of the MMRA suitably prOVides for a valid, legal, and binding 

contract between the ISO and the buyer, enforceable in aCCordance with its terms. The 

ability of the ISO to obtain specific performance in the two situations in whkh it relies 

upon the plants (the Full Cost Reco\'ery with Credit Back form and the Full Recovery 

with Dedicated Facility (orm) and its right to require a corporate parent guarantee (rom 

any counterparty that was not the purchaser of the plant (and therefore could be thinly 

capitalized) arc two important safeguards that prOVide assurance that the ISO will have 

the rights it requires to keep the plants in operation. Because the FERC did not modify 

the final (orm of MMRA to make it legally infirm as a binding contract or remove the 

right to spedfic performance, We wilt not need to revisit the form of MMRA for our 

final decision on the issue of whether it ensures the continued availability of the plant. 

\Ve also observe that the FERC partially accepted this Commission's recommendations 

concerning additional remedies. 

Maintaining Open Competition 

Of the three forms o( MMRA, only the Full Cost Recovery with Credit Back form 

is controversial with respect to competiti\'e aspects. The California Manufacturers 

Association (CMA) and CCC/IEP contend that this form is anticompetilive and 

inconsistent with PU Code Section 362. Our obligation pursuant to PU Code Section 362 

to ensure the conHnued availability of the six must-run plants is qualified by the 

-9-



A.96-11·046 ALI/RCl/tcg ~ 

requirement to do so "consistent with open competition./I Therefore, it is possible that 

we could determine that the six must-run plants ought not be subject to the MMRA, if 

we were to find that to do so were inconsistent with maintaining open competition. 

CMA/CCC/IEP sponsored festimon}' of witness \Voodruff to show that the Full 

Cost Recovery with Credit Back would provide subsidies to plant purchasers, and that 

such subsidies would enable the owners to underbid competitors who do not have 

similar subsidies, resulting in lower market priCes, which would harm competition by 

delaying or discouraging new entrants from entering the market tor wholesale power. 

CMA/CCC/lEP also rely On the testimony ot witness Jurewitz (sponsored by 

Edison) that a plant that underbids can lower the PX clearing price by displacing higher 

bidders and that the actual or expected ability to do so would constitute a barrier to 

entry to the wholesale market. 

It the only possible anlicompctitive cifed of the MMRA Full Cost Rffovery with 

Credit Back form is that it creates difference among competitors with respect to their 

cash flow, we would be able to end the an3lysis at this point. It is not a condition of 

competitive market that all actors have available to them the same cash flow and 

capital. If it were, for example, the fledgling l\ficroso(t Corporation would never have 

gained market share in the market for personal computer operating systems at the 

expense of the then vastly wealthier IBM. As Edison argues, the danger that the MMRA 

Full Cost Recovery with Credit Back form might (but which Edison argues d<X's not) 

pose is one of predatory pricing. 

Under federal law, a claim of predatory pricing must show that an actor sets 

pric('S below costs with the ability and intent to drive rivals out of the marketplace and 

that the actor has a reasonable prospect of recovering its investment in beJo\'\'-cost 

pricing by ultimately sustaining supr.lcompclilive prices. (Sft gcmra/fy Brookt GrollI' Lid. 

l'. BTtlWII & Williamson Tol,,1CCO Corp., SO<) U.S. 209 (1993).) Below-cost pricing by itself is 

insu(ficient to "permit an inference of probable recoupment and injury to competition." 

(Id.) The Court is skeptiCi.l1 about the general plausibility of predatory pricing claims 

and approves of the summary disposition of cases in which barriers to entry arc low or 

the actor has no excess capacity readily available to absorb the market share of 
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discouraged rivals. (Id.) The Court also notes that the same mechanisn, by which 

predatory pricing is initiated, lowering prices, is also the essence of competition as a 

tool to increase business, and warned that the standard of proof should be not be so low 

"that antitrust suits themselves become a tool (or keeping prices high." \Ve agree with 

the Court's formulation and caution. (Order lttslillltiflg Rldtl1lakingflm."tsligalioil Oil/itt 

Commission's OWH PropoSfd Policies Govemillg Restmclu1iug CaliJomia's Electric Services 

Industry alld Reforming Regulalion, 0.95-12-063, mimeo. at 106-107.) 

Given the theoretical difficulty of prOVing predatory pricing, it is not surprising 

CMA/CCC/JEP failed to do So in this proceeding. Edison urges us to assign no weight 

to \VoodruWs testimony, because he was unable to identify any of the leading cases that 

address predatory pricing, has not published any scholarly papers on the subject, 

cannot cite any of the leading articles on predatory pricing, has no graduate education 

in economics, has not published any scholarly papers on the diagnOSis of relevant 

markets and market powerl and has never testified before oil market power issues in 

any court or regulatory proceeding. 

\Voodru(£'s testimony shows that he has not carried out the kinds of studies and 

analyses that would permit an expert opinion. He performed no market study, did not 

know how much capacity would be required to affect the market-dearing price, and did 

not know how long it would take for an owner to recover its costs of arlificially 

depressing the market price. Nor did he testify that the owner would be abJe to escape 

detection and proSCClilion from the ISO and the FERC if it were to engage in predatory 

pricing. 

As Edison's witness, Jllrewitz (who, like \Voodruff, qualified as an expert 

economist) testified, the owner requires market-based pricing approval (rom the I'ERC 

to sell energy at market-based rates in the wholesale market power, and to obfain such 

approval must show either that it lacks market power or that it has satisfactorily 

mitiga ted marker power. As a result, in Jurcwitz's opinion, an owner who lacked 

market power, or whose market power had been mitigated, would be unable to charge 

supracompetiti\re prices. \Vithoul the abiJity to charge such prices. the owner would not 
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be able to recoup its losses on belO\v-cost sales. \Vithout a reasonable probability of 

recoupment, there can be no predatory pricing. 

Clo.1A/CCC/IEP have an alternate theory of the anticompetitive effect of the 

MMRA Full Cost Recovery with Credit Back form other than that predatory pricing will 

occur in the overall wholesale electrical 'llarket. The alternate theory is that the owner 

of a plant required for local reliability will be able to delay the entry into the market of a 

possible replacement local reliability plant because no competing source of local 

reliability sen'ices will"entet a market in which they must compete with subsidized 

participants.1i 

CMA/CCC/IEP dte no testimony to support such a sweeping statement. The 

decision to enter a market, 10gical1y, reflects a variety of factors, including the potential 

entrant's estimates of its capital costs and operational costs in relation to (he probable 

market price. By the logic of CMA/CCC/IEP's argument, ne) entrant would ever come 

into a market with established competitors whose investment in plant and equipment 

represented a sunk cost. Compared to a new investor, who Tllust decide whether to 

incur substantial capital costs on the chance of being able to recover them over the 

projected life of the project, an existing plant owner has only to decide l",hether to incur 

the expenses necessary to keep the plant running, which nlay be substantially less. As 

the testimony of Jurewitz established, once the decision to enter or remain in the market 

and the initial or periodic capital investment have been made, the only remaining 

decision is whether the variable costs of operating the plant are exceeded by the market 

price of energy that can be earned. 

Thus, a r'ltional entrant who has reason to believe irs projected plant will be able 

to achieve lower variable costs than the entrenched competitors should not be deterred 

by the fact that such competitors ha\'e the cash to accept costs that arc below those 

competitors' v.uiable costs. The reason "thy a rational entrant should not be deterred is 

that the rational incumbent will only accept costs that arc below its variable costs if it 

believes that keeping the entrant out of the market wil) enable the incumbent to obtain 

supracompetitive prices in the future. In other words, in the absence of the conditions 

for successful predatory pricing, the entrant has nothing to fear. CMA/CCC/IEP have 
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failed to show that the conditions for successful predatory pricing will exist and, 

accordingly, cannot show that new entrants into the market for reliability services will 

be deterred by the payments to the owners of plants running under the MMRA FuJI 

Cost Reco\f('fy with Credit Back form of agreement. 

Avoiding an Overconcentration of Market Power 

Our obligation pursuant to PU Code Section 362 to ensure the continued 

availability of the six must-run plants is also qualified by the requirement to do so 

"consistent with ... avoiding an overconcentration of market power." Therefore, it is 

possible that we could determine that the six must-run plants ought not be subject to 

the MMRA, if we Wcre to find that subjecting them to the MMRA would encourage an 

overconcentration of market power. 

\Vhat market power arises from owning anyone or mote of the plants subject to 

the MMRA, compared to owning anyone or more of the plants not subjcct to the 

MMRA, is unknown. To start, the re1evant market, the PX and direct access, does not 

yet exist, and the number of distinct market actors is unknown. Therefore, it is 

premature to attempt an ana lysis of horizontal market power until we at least know in 

how many hands the plants come to rest. As we stated in our first interim. opinion, we 

will require disclosure by the successful bidder of other generation assets held by it or 

related entities. 

FIndings of Fact 

1. EdisOl\ is an electric utility subject to the jurisdiction of the Commission. 

2. For purposes of PU Code Section 362, the Cool \Vatec, Ellwood, Highgrove, 

Long Beach, Ormond Beach, and San Bemardino plants will be needed neither for local 

voltage support noc to meet applicable planning reserve criteria. 

3. For purposes of PU Code Section 362, the Alamitos, EI Segundo, EHwanda, 

Huntington Beach, Mandalay, and Redondo plants are needed to maintain the 

reliability o( the electric supply until the ISO determines otherwise. 

4. The record in this proceeding does not show that conditions required (or 

predatory pricing in the California wholesale electrical generation market exist. 
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5. The Commission may require additional information from proposed transferccs 

concerning other generation assets to compete its review under PU Code Section 362. 

ConclusIons of Law 

1. The Alamitos, EJ Segundo, Etiwanda .. Huntington Beach, Mandalay, and 

Redondo plants will remain available and operational consistent with maintaining open 

competition, if, as a condition of sale .. Edison requires that the success(ul bidder enter 

into an agreement with the ISO substantially in the (orm filed at the FERC and 

approved by it on October 30, 1997 or provide a certificate of the ISO to the e(fect that it 

has determined that the related plant is not required for the ISO's purposes. 

2. Edison should requite the successful bidder to disclose to the Commission an 
other generation assets in California under comOlon ownership or control with the 

bidder. 

INTERIM ORDER 

IT IS ORDERED that: 

1. Southern California Edison Company (Edison) shall require as a condition of 

safe of the Alamitos, EI Segundo, Etiwanda, Huntington Beach, Mandalay, and 

Redondo plants that the successful bidder enter into an agrccn\cnt with the 

Independent System Opertltor (ISO) substantially in the form filed at the Federal 

Energy Regulatory Commission (FERC) and approved by the FERC on October 30
1

1997 

or provide a certificate of the ISO to the effect that it has determined that the related 

plant is not required for the ISO's purposes. 
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2. Edison shall require the successful bidder to disclose to the Commission all other 

generation assets in California lll,der common ownership or control with the bidder. 

This order is e((cclive today. 

Dated November 19, 1997, at San Francisco, CaH(ornia. 
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