Objective of this report is to evaluate the difference in market price spreads and usage of transmission capacity and see if there are any hours where transmission system can be utilized to lower market spreads.  
Data points, sources and methodology:

Price data: We took 2003 hourly price data at a few western market hubs (MID C, COB,  SP15, NP15, 4C and PV) and calculated the spreads between: 

1. Mid C and COB

2. Mid C and SP15

3. SP15 and PV

Source for hourly price data is Powerdex. Powerdex, Inc., an independent energy information company featuring the first hourly wholesale power indexes in the WECC, it tracks transactions in seven points: Palo Verde/Westwing, COB/Malin, NP-15, SP-15, Mead, Four Corners and Mid-Columbia.  Powerdex is survey driven. 

Transmission data: We obtained WECC’s hourly Scheduled, Actual and Capacity data for main transmission lines between these hubs for 2003.  
Methodology: Taking hourly prices and transmission flows we identified:

1- hours when there were neither physical constraint nor scheduling constraint
2- Calculated Market price Spread

3- Calculated wheeling rates (adjusted for losses 10%)
4- Identified those hours where market spread was greater than wheeling and losses. 
5- These hours were considered as potential hours for gain in efficiency should a reconfiguration market be established.
6- We then identified hours where the direction of schedule flows were opposite the direction of market price spreads.
7- We then summarized across all hours in 2003

Our findings are summarized in the table below.   This suggests that there is room for increased efficiency in transmission system.  
	
	Mid C to COB
	Mid C to SP15
	SP15-PV 

	Path
	COI
	Pacific DC Intertie
	Path 49 EOR

	Wheeling charges and 7.5%-10% for losses


	7.0
	16.4
	8

	Sum of Line Limit MW
	34,201,244


	36,114,198
	64,146,843

	Sum of Actual MW   
	16,486,667
	8,293,499
	35,010,008

	Sum of Schedule MW
	16,284,028
	8,756,304
	39,151,656

	Hours where there was a physical constraint 
	5
	14
	0

	Number of Hours where there is no physical constraint and Spread is greater than Wheeling charge and losses

	1597
	1277

	2967

	Approximated Dollar value=
 ABS(spread * MW flow)
	$32 million
	$43 million


	202 million

	Hours where schedule flow and price spread contradict
	3347
	1153
	3327

	Hours where Spread switches 
	Mid C > COB  3347 hours
	Mid C>SP 2771 hours
	PV>SP  3327 hours



[image: image1]
Please ignore sections below…..

Thanks

Massoud

Market prices:
We tested the following data sources.

1- Dow Jones next day product. 

2- Powerdex

IntercontinentalExchange  (ICE)
	The exchange is available to all commercial market participants. There are no memberships. No artificial restrictions. No dues or fees beyond those incurred in the trading itself. 

Intercontinental brings transparency and liquidity to commodity markets with its broad distribution across 6,000 terminals globally, listing hundreds of products in the precious metals, petroleum, natural gas and power complexes. Intercontinental's real-time credit and clearing services, electronic confirmations, and market data services enable users market access and transaction control. 
	  

	Overview of Energy Products and Services from The 10x Group 
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 HYPERLINK "http://www.10xgroup.com/indc/?id=indc" ICE Indices - The 10x Group publishes widely-referenced daily market indices for 50 North American gas hubs and 20 North American power hubs. These indices are derived from daily qualifying transactions on the ICE platform and provide the industry with transparent objective price benchmarks and indications of liquidity. An estimated 70% of the Next Day gas and power markets are captured by the 10x Indices. 
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 HYPERLINK "http://www.10xgroup.com/prod/?id=prod_rltm" 10x Real-time - Participants see realtime OTC and futures prices from ICE and the IPE. Subscribers receive the same views of the market that trading participants receive in these markets. 
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 HYPERLINK "http://www.10xgroup.com/prod/?id=prod_eodr" 10x End-of-Day - The 10x End-Of-Day (EOD) reports are the only automated source of daily market intelligence for gas and power market prices. Driven by actual trading activity and price postings on ICE, the EOD service provides a vast source of data to complement or replace your existing data sources for end-of-day mark-to-market runs. 
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 HYPERLINK "http://www.10xgroup.com/prod/?id=prod_mpvs" 10x MPV - The 10x Market Price Validation (MPV) Service provides customers with an independent validation of 'non observable markets' for forward OTC and options positions. Available exclusively to participating companies, the MPV Service collects participants' forward and option price estimates for all forward dated contracts. 10x then analyses this data and provides participants with consensus market curves used for internal and external validation purposes in accordance with FASB guidelines. 
	 

	
	


 All public utilities, including power marketers, must file EQRs: 

· Summarizing contractual terms and conditions in their agreements for all jurisdictional services, including: 

1. Market-based power sales; 

2. Cost-based power sales; and 

3. Transmission service 

· Detailing transaction information for short-term and long-term market-based power sales and cost-based power sales during the most recent calendar quarter 

· Tariff holders without effective contracts and transactions must file the ID Data portion of the EQR. 


Commission Orders related to the EQR: 

· Order in RM01-8-005 [PDF | DOC] - Issued 03/25/04
Allows staff to make changes to restricted data fields in the EQR. 

Dow Jones

California/Oregon Border Electricity Prices (COB) 
 Four Corner Electricity Index symbols (4CORNER) 
Mead Market Place (MEAD) 
Mid Columbia Price Indexes (MID) 
NP15 Index (NP15) 
Palo Verde Electricity Indexes (PALO) 
 SP15 Index (SP15)
Powerdex has created the first hourly power indexes in the West, relying upon proven methodology and a comprehensive approach towards source participation that has shown success in the Eastern Interconnect. Powerdex founder and president, Bobette Riner, developed the first hourly indexes in the country, at key points in the East. Enron did financial swaps online with numerous counterparties off the Cinergy and Entergy hourly indexes, and other energy traders enjoyed the flexibility in doing straight index deals tied to any one hour or any block of hours.

In addition to serving as a reliable financial tool, the Powerdex indexes provide keener, more finite market intelligence, by showing a weighted average of physical power trades 24 hours/day, 365 days/year.

The volatile summers of 1998 and 1999 in the Eastern Interconnect spurred market players' desire for a reliable hourly benchmark. While testifying at the Federal Energy Regulatory Commission in the fall of 1999 as markets editor for what is now Platts' Megawatt Daily, Riner learned that daily indexes were not always enough for energy companies' needs. Imbalance settlement can be sketchy, at best, when tied to prescheduled trades.

Riner, who has indexed electricity for five years, won national awards for her power markets coverage and analysis. Her Cinergy indexes were cited by FERC dozens of times in a white paper on ECAR's market volatility during the summer of 1998. A longtime news reporter, Riner was part of a team cited as Pulitzer Prize finalists for The Dallas Morning News in 1986, and has worked in energy since 1994, specializing in power indexes and markets analysis.

The Powerdex hourly indexes can be used in many ways throughout an energy company, including: establishing an invaluable historical database, enhancing market liquidity through greater price transparency, settling generation and transmission imbalances, showing replacement power costs, forecasting loads, and serving as a frame of reference for those in the marketplace.

No need to count users: An annual subscription yields access to anyone in entire company located at the same site (trading floor, risk management and control, mid- and back-offices, generation and operations management, and analytics).

Count on Powerdex to capture physical power trading, through comprehensive, accurate indexes that adhere to a consistent methodology and auditable procedures.
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