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UNITED STATES OF AMERICA
FEDERAL ENERGY REGULATORY COMMISSION

Before Commissioners: Cheryl A. LaFleur, Chairman;
Philip D. Moeller, Tony Clark,
and Norman C. Bay.
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ORDER ACCEPTING NOTICE OF CHANGE IN STATUS

(Issued January 12, 2015)

1. In this order, the Commission accepts a notice of change in status filed by the
above-captioned subsidiaries and affiliates of NRG Energy, Inc. (NRG) with market-
based rate authority (collectively, NRG MBR Sellers) reporting a transaction in which
NRG indirectly acquired substantially all of the assets of Edison Mission Energy (Edison
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Mission).* As discussed below, the Commission concludes that NRG MBR Sellers
continue to satisfy the Commission’s standards for market-based rate authority.

l. Background

2. On May 1, 2014, NRG MBR Sellers filed a notice of change in status pursuant to
the reporting requirements of Order No. 652 and section 35.42 of the Commission’s
regulations adopted in Order No. 697.> NRG MBR Sellers explain that the notice of
change in status reflects the consummation, on April 1, 2014, of a transaction whereby
NRG indirectly acquired substantially all of the assets of Edison Mission, including its
interests in various entities that own or control generation in the California Independent
System Operator Corporation (CAISO), PIM Interconnection, L.L.C. (PJM), and
Midcontinent Independent System Operator, Inc. (MISO) markets.> NRG MBR Sellers
represent that NRG acquired through the transaction approximately 720 megawatts (MW)
of uncommitted capacity in the CAISO market and approximately 4,897 MW of
uncommitted capacity in the PJM market.” NRG MBR Sellers assert that this change in
status raises no market power concerns and does not materially alter the facts that the
Commission relied upon in granting them market-based rate authorization.’

! The related order approving the transaction was authorized by the Commission in
NRG Energy Holdings, Inc., 146 FERC { 61,196 (2014).

2 Reporting Requirement for Changes in Status for Public Utilities with Market-
Based Rate Authority, Order No. 652, FERC Stats. & Regs. { 31,175, order on reh’g,
111 FERC 1 61,413 (2005); Market-Based Rates for Wholesale Sales of Electric Energy,
Capacity and Ancillary Services by Public Utilities, Order No. 697, FERC Stats. & Regs.
131,252, clarified, 121 FERC 1 61,260 (2007), order on reh’g, Order No. 697-A, FERC
Stats. & Regs. § 31,268, clarified, 124 FERC { 61,055, order on reh’g, Order No. 697-B,
FERC Stats. & Regs. 1 31,285 (2008), order on reh’g, Order No. 697-C, FERC Stats. &
Regs. 1 31,291 (2009), order on reh’g, Order No. 697-D, FERC Stats. & Regs. 1 31,305
(2010), aff’d sub nom. Mont. Consumer Counsel v. FERC, 659 F.3d 910 (9th Cir. 2011),
cert. denied, 133 S. Ct. 26 (2012).

¥ NRG MBR Sellers’ Filing at 3 (citing NRG Energy Holdings, Inc., 146 FERC
161,196 (2014) (approving transaction)).

* NRG MBR Sellers state that additional generation acquired through the
transaction in the MISO market was accounted for in market power screens filed by their
affiliates on April 7, 2014. See Community Wind North 1 LLC, Docket No. ER14-1668-
000, et al., (June 5, 2014) (delegated letter order).

°|d. at 4, 5.
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1. Notice of Filings

3. Notice of NRG MBR Sellers’ May 1 Filing was published in the Federal Register,
79 Fed. Reg. 27,293 (2014), with motions to intervene and comments due on or before
May 22, 2014. None was filed.

I11. Discussion

4. The Commission allows power sales at market-based rates if the seller and its
affiliates do not have, or have adequately mitigated, horizontal and vertical market
power.® As discussed below, the Commission concludes that NRG MBR Sellers
continue to satisfy the Commission’s standards for market-based rate authority.

A. Horizontal Market Power

5. The Commission has adopted two indicative screens for assessing horizontal
market power: the pivotal supplier screen and the wholesale market share screen.” The
Commission has stated that passage of both screens establishes a rebuttable presumption
that the applicant does not possess horizontal market power, while failure of either screen
creates a rebuttable presumption that the applicant has horizontal market power.®

6. NRG MBR Sellers state that the relevant markets are those in which the
combining entities (i.e., NRG and the former Edison Mission subsidiaries and affiliates in
which NRG acquired interests through the transaction) both conducted business prior to
the transaction: namely, the CAISO, PJM and MISO markets.

7. NRG MBR Sellers represent that they rely on NRG Power Marketing LLC’s
(NRG Power Marketing) recently accepted market power analysis® to complete the
horizontal market power screens for the CAISO market. NRG MBR Sellers represent
that they pass the pivotal supplier screen, but fail the wholesale market share screen with
results ranging from 18.2 to 20.3 percent for the CAISO market when the uncommitted
generating capacity owned or controlled by certain affiliates of Midway-Sunset

® Order No. 697, FERC Stats. & Regs. ] 31,252 at PP 62, 399, 408, 440.
"1d. P 62.
81d. PP 62-63.

® NRG Power Marketing LLC, Docket No. ER10-1569-007, et al., (Apr. 22, 2014)
(delegated letter order).
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Cogeneration Company (Midway-Sunset)'® is included in the market power analysis.
NRG MBR Sellers represent that they rely on NRG Power Marketing’s recently accepted
market power analysis for the PJM market** to demonstrate that NRG MBR Sellers pass
the pivotal supplier screen, but fail the wholesale market share screen for the PJIM market
with results ranging from 21.2 to 25.8 percent. Finally, NRG MBR Sellers represent that
they rely on Community Wind North 1 LLC’s recently accepted market power analysis™
to demonstrate that NRG MBR Sellers pass both the pivotal supplier and the wholesale
market share screen for the MISO market.

8. NRG MBR Sellers represent that any market power that NRG MBR Sellers could
be regarded as possessing in the CAISO market is adequately mitigated by the CAISO’s
Commission-approved market power monitoring and mitigation regime. NRG MBR
Sellers also state that any market power that the NRG MBR Sellers could be regarded as
possessing in the PJIM market is adequately mitigated by PJIM’s Commission-approved
market power monitoring and mitigation regime.

9. The Commission stated in Order No. 697 that with respect to market concentration
within regional transmission organization (RTO) or independent system operator (ISO)
markets, it will consider any Commission-approved market monitoring and mitigation
regime already in place within the RTO/ISO that provides for mitigation of the market.*®
In Order No. 697-A, the Commission adopted a rebuttable presumption that existing
Commission-approved RTO/ISO market monitoring and mitigation is sufficient to
address market power concerns.** We find that the PJM market monitoring and
mitigation are sufficient to address market power concerns in the PJM market."> We

1 NRG MBR Sellers state that Midway-Sunset is deemed to be affiliated with
additional entities that own or control uncommitted capacity in the CAISO market as a
result of its partial ownership interests held by Shell Oil Corporation and ExxonMobil
Corporation.

1 NRG Power Marketing LLC, Docket No. ER10-1569-001, et al., (Mar. 1, 2013)
(delegated letter order).

12 Community Wind North 1 LLC, Docket No. ER14-1668-000, et al., (June 5,
2014) (delegated letter order).

3 Order No. 697, FERC Stats. & Regs. ] 31,252 at PP 240-41, 290.
1 Order No. 697-A, FERC Stats. & Regs. ] 31,268 at P 111.

1> See PSEG Energy Resources & Trade LLC, 125 FERC 61,073, at P 35 (2008)
(finding that the PJIM market monitoring and mitigation are sufficient to address market
power concerns in the PJIM-East submarket).
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further find that the CAISO market monitoring and mitigation are sufficient to address
market power concerns in the CAISO market.

10.  Based on NRG MBR Sellers’ representations and the foregoing market monitoring
and mitigation present in the CAISO and PJM markets, the Commission finds that NRG
MBR Sellers continue to satisfy the Commission’s requirements for market-based rates
regarding horizontal market power.

B. Vertical Market Power

11.  NRG MBR Sellers state that the transaction with Edison Mission has no impact on
vertical market power in any market. NRG MBR Sellers assert that neither they nor any
of their affiliates owns or controls any operational transmission facilities other than the
equipment necessary to interconnect their generation to the grid. Furthermore, NRG
MBR Sellers state that neither they nor their NRG affiliates own or control any intrastate
natural gas transportation or intrastate natural gas storage or distribution facilities in the
relevant markets, any sites for generation capacity development that can be used to erect
barriers to entry, any sources of physical coal supplies, or who may access transportation
of coal supplies. NRG MBR Sellers state that, consistent with section 35.42(d) of the
Commission’s regulations,'® they report the acquisition of control of any sites for new
generation capacity development for which site control has been demonstrated in the
interconnection process on a quarterly basis. Finally, NRG MBR Sellers affirmatively
state that they have not, and will not, erect barriers to entry into the relevant markets.*’

12.  Based on the above representations, we find that NRG MBR Sellers continue to
satisfy the Commission’s requirements for market-based rate authorization regarding
vertical market power.

13. Based on NRG MBR Sellers’ satisfaction of the Commission’s requirements for
market-based authorization regarding horizontal and vertical market power, we will
accept NRG MBR Sellers’ notice of change in status.

1618 C.F.R. § 35.42(d) (2014).

7 We interpret this statement to apply to NRG MBR Sellers and their affiliates,
and our authorizations herein are predicated on NRG MBR Sellers complying with this
commitment. See Order No. 697, FERC Stats. & Regs. 1 31,252 at P 447.
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The Commission orders:

NRG MBR Sellers’ notice of change in status is hereby accepted for filing, as
discussed in the body of this order.

By the Commission. Commissioner Honorable is not participating.

(SEAL)

Kimberly D. Bose,
Secretary.
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