June 4, 2002

William A. Mundell, Chairman RECEIVED
Jim Irvin, Commissioner 4 ,

Marc Spitzer, Commissioner 007 JUN -u A |1 28

Arizona Corporation Commission
1200 W. Washington
Phoenix, Arizona 85007

DOCKET NUMBERS: E-00000-02-0051; E-01345A-01-0822; E-0000A-01-0630;
E-011933A-98-0471; E-01933A02-0069

As requested in Arizona Corporation Commission Chairman William Mundell’s letter of
May 14, 2002, to parties in the above referenced proceedings, Reliant Energy Services,
Inc. and Reliant Energy Power Generation, Inc. (referred to together as “Reliant”)
provides it copy of its Responses to the FERC’s second set of Requests for Admissions:

Fact-Finding Investigation of Potential Manipulation of Electric and
Natgral Gas Prices, Docket No. PA02-2-000; May 30, 2002 Responses of
Reliant Energy Services, Inc., and Reliant Energy Power Generation, Inc.

Should you have any questions regarding the enclosed Responses, please do not hesitate
to contact Mr. Aldie Warnock, at 713-207-7318.

Respectfully submitted on behalf of Reliant,

%“5‘?% N /2 A

atricia L. vanMidde
Regulatory Consultant
22006 N. 55™ Street
Phoenix, Arizona 85054

Enclosure '
Hand delivered to: Arizona Corporation Commission

Chairman William Mundell DOCKETED

Hercules Dellas, Aide to Chairman Mundell

Commissioner Jim Irvin JUN 0 4 2002
Kevin Barlay, Aide to Commissioner Irvin
Commissioner Marc Spitzer

Paul Walker, Aide to Commissioner Spitzer o
Lyn Farmer, Chief Administrative Law Judge

Chris Kempley, Chief Counsel

Ermest Johnson, Utilities Division Director

Steve Oleo, Utilities Division
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BOCKET NO PAgz.2a00

FACT FINDING INVESTIOATION OF POTENTIAL MANIPULATION OF
ELECTRIC AND NATURAL GAS PRICES

Responses Yo Reguests fov Admisstons and Reguests for Praducting
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veforred 1o as

e s;iz'z-mge:z

& of an ¢ i’"\"ii"“"ii'i‘;i

chase of the same 37 b

HERESCG

£ gt Poldo Yerdo o Arfvong

comnancaions and moa Moy 20,

.
f‘
o
<
=
o
o
o

T
vau
e
be
v
o

e cash

i opumber of

% 4t prmes within a reasonable

morsastng volume, bul the bafance of meswe

\..

TAISANTHNS A not wi o of this Reguesy The Pale Verde

was exeouted af mar 4 Relisnt has sot found evidence 1o suggest tha

¢ price was reported by Reliant to any market index o price publizarion,

In the course of dy fsvestigation, Reliany bas identifed a range of

SACLION tvpes

oeeurred for reasons of codopidence or somdens. Fuor example g colosidental

matehing of buv and sell amd counter ¢ natural consequence of the larye

roungt g farrly sn

- SR Sy v sd end
comducied in g short parted of i

suntier of Irgnsg

by were

cprodiucts. Soch ransactions freg

prive mnge and

3

condocted through brokers or ondine wadiog plaif

arrns, and i some Cases hrough

different brokery or platforms, whisre participants arg unaware of tounterparties’

identities until after the wade 8 executed.  Exsoution of ‘s?a.rgé‘: mssnbers of

F

2 also resulls iy mistakes, partiouiardy likely in

M
>
sy
s
bye!
£

trangactions i a short pericd o
the case of an unintended buy or mistaken offer on an andine trading platform. An

offsetting buy or sell may be made 1o corract the emar. AS another sx:@z‘f’:?i»&'z. &

marker participant may submit vig g broker or oshne trading platform buy angd sell

ch or discovery method Ror Wemifviog

otfers @ the same pr

3

sometimes this practics may colncidentally aenerate trades

srondds o




SRRy 5 matohy

s mend thue cedd o e
both the buy and the sedl ity

Addition

senall nomber oF ranssg

far comventiongl busing

e same

5
sxample. Relian may seoute simuliang
Mg Lebiant’s internal

Rehant may ocossionally iransent 1o scconmmodate 2 countamany’s requesi

th trade presents no mgtenial bennflt or oisk R Relians

Uinlike the Palo Verde transaction, which ook the form of an unsusily

large transaction quantity, these other trades dentifted by Rellam and deseribed

P
W

above were transacied o the stze rangs of normal twding volumes, such s

LB OTAGED

antofar

A5 MW spresent g {vag

WSTC i 20060 and 20601 Redian does not belipve

and v

o Cusmasion’ s Request for the yep

thut these

stated

pom details for all quch o
1, the folinwing

B ¥ vou o adma, ;}rz;}\»-is;i'c tansaction by iransa

cosnpany engaged i nciuding, b nof Himited

; Indtcate the mwthods and rationale used 10 armive an the valug or compensation of

RESPONSE: The Palo Verde mamaction referenced in respanse 10 Reguest A above

was etered info on Agrid {9 TWh, which was based on

p
g.-a

market prices for rades of the seme produc ot the sume point on the dute that the

SO WAS BNO0H

Tran




o i Plan

I N

fimat ooy, publishion of

o
-~
-
£
y
R
3%
]
X
P
o
(

rading data o publishes or repors

vard indicos

R L0
k

gamieations aml the

o Verle
3. fderaily all such iramsactions seferred ¢or

i'{fgk}"fi'i'*.':@i oy were disseminared in H#43Y ARy,

RESPONS Mot applicable:

4 fdontify all wraders that perticipated in s 'a:%z .’ %‘t v mame amd

«;s?mﬁ our compal ay, i emploved by vou, of
sved Dy vour company.

1
-
ol
{:}
jovet]
ey
fowiy
I
£
e

e
S
]
oo
fos
[t

oo

,M»

o

3OO W 2y Were 3ot ¢

%

Ree attnched dovome

Ideanty how such trans

vas executed directly with the cownerpany

without use of brokers or oaline rading platfornss.

&, Deseribe all policies and procedurss implemented w prevent Rature lransactions of

% pe; 3\432\\

roundtap gansecnonns i oany sreumstanes. As an added messure, Reliant bas

wvipiated an wrersal roview of all trading pracns iput from o

al and consulting expurts with experence w the eneryy indusiry, securi

other commaditios trading businesses. Associated with this review, Beliang has

(S



&'y\ o1 yryes
HY Oy

: ensuring that Bebant's irading practices sonform 1o g high dandard of

<\.;&¥§$.-:3.

Hesponses to Reguests Tor Prodoction of Docaments

fgn

Yo the et
fransachions,

aind frig,” or Cseliibuvhack”

Winisalions of corraspondence, :fz.&szzia.icfmgr: a~tinasd

and anv other
Hates of submidiariesy tha refer o §"'<§'§>?{§'§ £ z._e;.%s 2

. Provide all copies of all nest t, z':};}irzw:‘; fettery,

worands, o ;zz‘rzzmia:mi(_
z’zdz‘;i:'fssﬂ or diseuss you ur

5 ,.ilfii"{‘w

£ any

ST

SO S 1 fod ia ths sopert



A E2A E41

F33d

-

T

R

Py

Y
¥

X




