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FERC Approves $2.7 Million Settlement Resolving
Electric Power Market Manipulation Investigation

October 29, 2010

On October 28, the Federal Energy Regulatory Commission (Commission) issued an order approving a 
$2.7 million settlement relating to allegations that North America Power Partners (NAPP) engaged in 
fraudulent conduct in violation of the Commission’s prohibition against market manipulation and 
committed multiple violations of the PJM Interconnection, LLC’s (PJM) Open Access Transmission 
Tariff (OATT). The Commission’s order resolves an Office of Enforcement investigation into NAPP’s 
conduct that occurred more than two years ago. NAPP did not admit or deny the allegations contained in 
the settlement with the Office of Enforcement. 

The Office of Enforcement’s investigation stems from NAPP’s activities in PJM’s Demand Response 
Programs during 2007 and 2008. NAPP, a Curtailment Service Provider, acts as an agent for individual 
resources that seek to participate in PJM’s Demand Response Programs. In March 2008, PJM referred 
certain issues relating to NAPP’s participation in PJM’s Synchronized Reserve Market (SRM), 
Interruptible Load for Reliability Program (ILR), and the Interchange Energy Market (IEM) to the 
Office of Enforcement. Through the course of its investigation, the Office of Enforcement alleged the 
following: 

 NAPP offered resources into PJM’s SRM at times when NAPP was aware that the resources 
were unavailable to respond to a Synchronized Reserve Event, requiring the resources to reduce
demand.

 NAPP submitted inaccurate peak load contribution data to PJM in connection with NAPP’s 
registration of resources as participants in PJM’s ILR, which overstated the peak load 
contribution of NAPP’s resources by 39.5 MW.

 NAPP registered 101 resources as participants in PJM’s ILR before obtaining authorization from 
the resources.

 NAPP offered a resource with a real-time locational marginal pricing rate into PJM’s day-ahead 
energy market, in violation of PJM’s OATT.

 NAPP transacted in the day-ahead IEM without having such transactions controlled by a 
sufficiently staffed and communications-enabled market operations center, in violation of PJM’s 
OATT. 

The Office of Enforcement alleged that NAPP’s actions constituted a fraudulent scheme in violation of 
the Commission’s prohibition against market manipulation and also violated multiple provisions of 
PJM’s OATT. As a product of NAPP’s settlement with the Office of Enforcement, NAPP is obligated to 
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pay a civil penalty of $500,000; disgorge $2,258,127, plus interest, in unjust profits; and undertake a 
compliance program that provides semiannual reports to the Office of Enforcement for two years. 

Notably, the Office of Enforcement concluded that NAPP violated the Commission’s prohibition against 
market manipulation even though NAPP’s activities did not affect market prices or cause actual harm to 
system reliability. Instead, the Office of Enforcement maintained that the Commission’s market
manipulation prohibition was violated because NAPP’s actions operated as a fraud upon PJM. In this 
regard, the Office of Enforcement asserted that NAPP’s most serious violations were committed 
willfully and intentionally through the participation or oversight of NAPP’s Senior Vice President of 
Operations at that time. Further, NAPP’s alleged lack of cooperation at the initial stages of the 
investigation was cited as an exacerbating factor, offset by its improved cooperation in later stages of the 
investigation. 
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About Morgan, Lewis & Bockius LLP

With 23 offices in the United States, Europe, and Asia, Morgan Lewis provides comprehensive 
transactional, litigation, labor and employment, regulatory, and intellectual property legal services to 
clients of all sizes—from global Fortune 100 companies to just-conceived startups—across all major 
industries. Our international team of attorneys, patent agents, employee benefits advisors, regulatory 
scientists, and other specialists—nearly 3,000 professionals total—serves clients from locations in 
Beijing, Boston, Brussels, Chicago, Dallas, Frankfurt, Harrisburg, Houston, Irvine, London, Los 
Angeles, Miami, Minneapolis, New York, Palo Alto, Paris, Philadelphia, Pittsburgh, Princeton, San 
Francisco, Tokyo, Washington, D.C., and Wilmington. For more information about Morgan Lewis or its 
practices, please visit us online at www.morganlewis.com. 
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