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California energy regulators said the Feb. 15 ruling by an administrative law judge at the 
U.S. Federal Energy Regulatory Commission may bring as much as $1.6 billion in 
refunds for consumers harmed at the time. 

TransAlta spokesperson Stacey Hatcher said Thursday the company cannot speak to the 
facts of the case or speculate on outcomes at this point. 

"We take issue with the administrative law judge's initial findings in this matter," she said 
in an emailed statement. "This regulatory process remains at an early stage, and 
TransAlta will file exceptions to the initial findings and continue to defend itself as the 
Federal Energy Regulatory Commission progresses toward a final decision. TransAlta 
believes that it acted lawfully as it worked to support Californians by providing them 
with electricity during an extraordinary period of energy need in 2000 and 2001." 

The judge ruled that the electricity traders drove up the price of power by overstating the 
demand or "load" within the B.C.-to-California trading market through a total of 15,286 
false declarations. By overstating demand, the judge stated, traders created the impression 
that an electricity supply shortage was looming - leading to higher prices for each 
megawatt-hour of power available for sale. 

Power is traded freely within the market by utilities to maintain both stable prices and 
supply for all participants. However, chaos ensued in California less than two years after 
the state deregulated its electricity market in 1998, with residents hit by brownouts, 
rolling blackouts and peak electricity prices that in some cases were 900 times the norm. 
It was initially believed that the problems in California arose from a lack of forethought 
into the structure of the deregulated market. But that changed in 2002 when documents 
made public after the bankruptcy of Houston-based energy trader Enron revealed an array 
of schemes to "game" the California market. 

"It took a lot of tenacity to achieve this victory before FERC, on behalf of California 
consumers," said Michael Peevey, president of the state's Public Utilities Commission. 

FERC Judge Philip Baten sided with California and units of PG&E Corp. and Edison 
International, which joined in the complaint. FERC's commissioners must first approve 
the ruling, and that can't happen until they give the traders an opportunity to re-argue 
their case. Even after FERC issues a final order, the case could still end up in front of the 
U.S. 9th Circuit Court of Appeals. 



However, California consumers may eventually be paid almost $1 billion in refunds and 
an additional $600 million in interest. 

British Columbia Energy Minister Rich Coleman says the province will continue to 
defend its position that it sold power to the state over a decade ago at market prices. 

"We believe we didn't operate in any way that was fraudulent or problematic. The 
decision is only part of the process. We'll continue to go through the court for many more 
years to come, I suspect." 

NDP energy critic John Horgan also supported Powerex, the BC Hydro subsidiary, 
adding he believes there was nothing wrong with the activities in question, which 
happened while an NDP government was in power. 

"California deregulated their energy market, found they had no energy, and the people of 
British Columbia provided that energy at the cost that the market was prepared to pay at 
that time. It was unfortunate for them. It was fortunate for us," he said. 

"Whether it be with softwood lumber or energy, whenever our American trading partners 
don't like what we're doing, they go to court. The Powerex case is before the courts for 
almost 12 years now. It was a case of us providing electricity, not gaming the market as 
Enron did," he added. 

"The significant difference between Enron and Powerex was that Powerex provided 
electricity. Powerex kept the air conditioners going and kept the lights on. Enron gamed 
the system. They were found guilty, people went to jail," he said. 

Hydro's only comment was a prepared statement from Powerex chief legal officer John 
Irving. 

"Since the California energy crisis ended in 2001," he said, "U.S. regulators have 
consistently ruled in Powerex's favour after very thorough hearings and investigations . ... 
We see this latest decision involving 16 energy sellers including Powerex, as another step 
in a legal process that has been underway for over a decade and may go on for years 
before we reach resolution. ... We will file an appeal of this decision to the Federal 
Energy Regulatory Commission and will continue to participate in the U.S. legal 
process." 

 


