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I. Introduction.

Pursuant to Rule 75 of the Rules of Practice and Procedure of the California Public Utilities Commission (“Commission”), Automated Power Exchange (“APX”) submits this Opening Brief in the above referenced proceeding.   In this Brief, APX explains why the Commission should adopt the APX recommendations for short run avoided cost (“SRAC”) payments to Qualifying Facilities (“QFs”) under the Public Utility Regulatory Policies Act of 1978 (“PURPA”) and under Section 390 of the California Public Utilities Code (“Section 390”). 

II. Discussion.

APX submitted both testimony and rebuttal testimony in Phase 1 of this proceeding.  The scoping memo stated that the purpose of Phase 1 was to define a criterion to determine whether the California Power Exchange (CalPX) is “functioning properly” and to define a new SRAC measure to compensate QFs. In its testimony, APX presented its primary policy recommendation.   In this testimony, APX stated that 

“the Commission should adopt the criterion that the CalPX functions properly only when its prices reflect a competitive and efficient forward market in which all of the CalPX participants are free to choose to trade. The Commission can remove the major impediment to a competitive market, the mandate that the utilities must purchase exclusively in the CalPX.  When this happens, the CalPX trades reflect the efficiency of a competitive trading market and the CalPX is functioning properly.  Relying on competition means not relying on an elaborate data exercise to determine if the CalPX is functioning properly.  Such an exercise is speculative and will renew the contention that marked the creation and estimation of SRAC.  In its enactment of Section 390, the Legislature clearly intended to eliminate the source of such contention by ordering a switch from the use of SRAC to use of a market price.”

(APX Testimony, p. 1)

APX then developed its reasoning to support its criterion for the proper functioning of the CalPX.  APX stated that 

“Economists speak generally of how market efficiency occurs when the threat of entry forces price to marginal cost…Efficiency then provides the criterion to assess the ‘proper functioning’ of both the markets and the firms in the market. In a financial or trading market, economists say that efficiency occurs when the market price reflects available information.  

Although the term used in Section 390 ‘functioning properly’ can seem to define an internal operational test, a correct interpretation of this term is the achievement of efficiency in the market. … The development of competition in the power industry and the power trading industry means that efficiency is the standard by which to judge success.  Restricting the interpretation to an internal operational test ignores the relationship between the development of competition in the power trading industry and the relationship between the CalPX and the rest of the power trading industry.”  (APX Testimony, p. 5)

APX went on to describe the consequence of the inefficiency by stating that 

“APX contends that the mandate that the IOUs trade exclusively In the CalPX is the single most important barrier, which impedes competition in the power trading market.  In other words, the mandate protects the CalPX from competition.  Protecting a firm from competition does not encourage efficient operation or product innovation…” (APX Testimony, p. 6)

III. Conclusion

APX recommends the Commission adopt APX primary policy recommendation of ending the mandate before the Commission orders the use of the CalPX price to compensate QFs.  APX does note that its testimony was accepted into the record without challenge by another party.  APX believes that this lack of opposition commends the APX policy recommendation to the Commission. 



     


     Respectfully submitted, 




______________________






Dr. Edward G. Cazalet, PhD.



    




Automated Power Exchange








5201 Great America Parkway








Santa Clara, CA 95045








(408) 517 2100





June 1, 2000

Certificate of Service

I hereby certify that I have this day served a copy of the Opening Brief of the Automated Power Exchange on all parties of record in R.99-11-022 by mailing a properly address copy by first class mail with postage prepaid to each party.


Executed on June 1, 2000 at Santa Clara, CA.









______________









Dorothy Benoit

PAGE  
5

