Request for Proposals
To Provide
2007 Local Area Reliability Service
To
California Independent System Operator Corporation

June 20, 2006

The California Independent System Operator Corporation (“CAISQ”), a California non-profit public ben
corporation, is hereby soliciting proposals from all Eligible Resources to provide Local Area Reliability
Service (“LARS”) to the CAISO during the 2007 caleResppases to this Request For

Proposals (“RFP”) must be received at the below address no later than 5:00 PM (PDT) on
Wednesday, July 19, 200®sponses to the RFP must adhere to the specifications herein. A total of
one unbound signed original and four (4) copies of the proposal, unless noted otherwise, shall be subr
to:

Attn:  Ms. Roni Reese

2007 LARS Solicitation

California Independent System Operator Corporation
151 Blue Ravine Road

Folsom, CA 95630

Please mark each of the four copies to identify as follows: 1) Regional Transmission Copy; 2) Model
& Contract Implementation Copy; 3) Tariff & Tariff Compliance Copy; and 4) Financial Planning &
Treasurer CopyAny questions concerning the interpretation of this RFP should be submitted in writing
the above address. The reply to each submitted question will be sent to stakeholders within 7 busines
days after the CAISO receives the question. The identity of the submitting party will not be disclosed i
notice sent out.

The CAISO expressly reserves the right to modify, or withdraw from, the process initiated and described he
No rights shall be vested in any party, individual or entity by virtue of its preparation to participate in, or its
participation in, such process. The CAISO expressly reserves the right to modify, for any reason, the sche
and any provision contained herein. The CAISO reserves to itself the selection of winning respondents, if a
the exercise of its sole discitidoinding commitment shall arise between the CAISO and a winning
respondent under this Request for Proposals until and unless the parties sign documents of agreement
that become effective in accordance with their tétespondents are advised that this RFP is an CAISO
Document and hence CAISO Alternative Dispute Resolution Procedures apply to any dispute arising heret
accordance with Article 13 of the CAISO Tarriff.




Request for Proposals
To Provide
2007 Local Area Reliability Service
To
California Independent System Operator Corporation

June 20, 2006
l. Introduction

The California Independent System Operator Corporation (“CAISO”) seeks proposals fra
respondents capable of providing Local Area Reliability Service (“LARS”) during the 2007 calendar ye:
The CAISO desires to receive proposals for (i) generation resources capable of providing LARS, (ii)
transmission infrastructure that will decrease the generation requirements in a given local area, and (ii
load management alternatives that will provide reduced demand in a given local area.

The CAISO invites all stakeholders to submit proposals under this RFP to meet its LARS
requirements for the 2007 calendar year, as identified through the CAISO’s 2007 Reliability Must-Run
Technical Study (“Technical Study”). Respondents should note that the CAISO Market Redesign and
Technology Upgrade (“MRTU”) project as well as development of the Resource Adequacy requiremer
may eliminate the need for Reliability Must-Run (“RMR”) Agreements some time in the future.
Nonetheless, in an effort to provide greater lead-time to develop LARS solutions and, where appropria
allow consideration of multi-year LARS proposals, the CAISO will accept and evaluate proposals to pr
LARS for years beyond 2007 as part of this RFP. While the CAISO expects that in the case of genera
resources it will contract for LARS during 2007 using e déarsti&R Agreement, the CAISO
will only consider a multi-year proposal that provides exceptional benefits at a greatly reduced cost.

Additionally, the State of California and Transmission Owners may have entered into long-term
power contracts that satisfy the CAISO’s need to have generation operating under some conditions to
ensure reliability. The CAISO will evaluate any such arrangements a LARS respondent has entered ir
when making RMR designations for 2007.

Finally, while the CAISO has not developed the technical standards for the provision of Voltage
Support and Black Start services and has not identified a need for such services above that already
supplied by generation operating under an RMR Agreement (“RMR Generation”), the CAISO will cons
all proposals to provide such services that may be submitted under this RFP.

The CAISO Governing Board has approved RMR Reliability Criteria to evaluate local reliability
problems for which the CAISO may make LARS commitments. Based on the RMR Reliability Criteria,
CAISO has identified, through its Technical Study, eight local areas within the CAISO Controlled Grid
requiring Local Area Reliability Service. The Technical Study may be obtained from the CAISO by
submitting a request in writing to Linda Vg & caiso.camto:

Ms. Linda Wright

California Independent System Operator Corporation
151 Blue Ravine Road

Folsom, CA 95630
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The Technical Study contains a detailed description and evaluation of the LARS areas, an estin
of resources (quantity of MW requirement) that are needed to satisfy the RMR Reliability Criteria, and
set of assumptions applied in the evdluation.

The CAISO expects to secure its calendar year 2007 LARS requirements after evaluating and
accounting for any generation capacity made available to the CAISO through the California Public Utili
Commission (“CPUC”) Resource Adequacy (“RA”) Local Capacity Requirements (“LCR”) process. .
Decisions regarding the continuation of existing RMR Agreements will be based on their existing term:s
negotiated through settlement of Federal Energy Regulatory Commission (“FERC”) Docket No. ER98-
000.et alpr as determined by the FERC in such Dockets and any subsequent settlements, compared t
any new proposals Owners of existing RMR Units submit, proposals from other generators capable of
providing LARS, proposals to add transmission infrastructure and proposals for load management. As
of its calendar year 2007 LARS procurement process, the CAISO intends to evaluate all proposals rec
from Eligible Resources in response to this RFP.

The resources that the CAISO considers eligible to provide LARS ("Eligible Resources") are me
resources that meet a minimum size requirement of ten megawatts (10MW) and may include, but are
limited to, generating resources, transmission infrastructure projects, and demand resources. The CA
will consider the aggregation of generation units or demand resources of less than ten megawatts (10l
only if the proposed arrangements can satisfy the CAISO's metering and telemetry requirements and,
case of generation units, if fuel consumption can be accurately tracked on a unit-by-unit basis. The
CAISO's metering and telemetry requirements may be found on the CAISO website at
http://www.caiso.com/docs/2005/10/01/2005100114481 37DREgémerating units considered as
Eligible Resources are on the RMR Effective and Eligible list published with the Technical Study repor

In its screening criteria for determining eligibility for designation as generation that may provide
LARS, the CAISO has presumed that municipally owned generation and qualifying facilities under the
Public Utilities Regulatory Policies Act of 1978 ("Qualifying Facilities") are on-line. Therefore, absent &
clear demonstration to the contrary, such generation is not eligible to participate in this RFP process.
these resources to be eligible for designation as a LARS Resource, municipally owned generation anc
Qualifying Facilities must show that: 1) the facility is located in the CAISO Control Area, as defined in 1
CAISO Tariff; 2) existing contractual obligations, including any obligations entered into or arrangement
made with the State of California, do not exist under which the facility would be required to be on-line
absent an RMR Agreement; 3) the generation or load is not needed to serve native load; and 4)
concurrence by the Responsible Utility that it would be responsible under Sections 30.6.1.1 and 30.6.!

1In the Technical Study, “critical contingencies” refer to disturbances (e.g. line outages) that result in the more severe RMF
Reliability Criteria violations compared to other contingencies analyzed. The critical contingencies define the LARS require
in each respective area or sub-area. Depending on the area or sub-area, these contingencies involve loss of a single facili
an overlapping contingency (generator initially out-of-service followed by a transmission line outage (G-1/N-1)) resulting in,
the most part, violations to the thermal ratings of transmission equipment or unacceptably low voltages and/or reactive mai
Refer to the study details provided in the Technical Study appendices for the specific critical contingencies simulated in ea
area.

While the studied critical contingency was intended to produce the most severe violation, it may not be the only contingenc
causes an RMR Reliability Criteria violation in a particular area or sub-area. Other contingencies may also cause violation
CAISO will endeavor to ensure that all criteria violations are addressed in its process to evaluate proposals. Potential
respondents, particularly respondents proposing transmission projects, should also endeavor to identify and make known t
CAISO any contingency that causes an RMR Reliability Criteria violation after accounting for its proposal.
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the CAISO Tariff for the cost of the services to be phee @RS O reserves the right, in its sole
discretion, to reject any proposals under which its use of the proposed resource would be restricted in
manner, including restrictions imposed by tax-exempt financing.

As appropriate, and at its discretion, the CAISO may apply a methodology to account for marke
generation when evaluating responses to this RFP. This methodology may lead to awarding contracts
particular respondents based on market power considerations.

The CAISO intends to enter into new commitments on or before November 1, 2006 and/or cont
the existing RMR Agreement commitments referred to above on or before October 1, 2006 for its cale
year 2007 requirements. These deadlines are required to achieve a January 1, 2007 effective date. |
order to satisfy this requirement, the following steps will facilitate the filing process:

x Eligible Generation Resourctge CAISO will work with successful respondents owning or
controlling generating resources to fill out the Schedules attached to the RMR Agreement unde
which the CAISO will purchase services from such resources under rates, terms and conditions
acceptable to the CAISO and/or accepted by the FERC. The RMR Agreement must be consist
with theoro form&MR Agreement. A copy girthierm&MR Agreement and accompanying
Schedules may be obtained from the following CAISO website
http://www.caiso.com/docs/2005/10/16/200510161136089B64htcessful respondent
must execute an RMR Agreement and file it with FERC at least 60 days prior to the date upon
which the Agreement will be effective. If the respondent is not subject to FERC jurisdiction, the
CAISO and the respondent must execute an RMR Agreement and the respondent must file it w
the appropriate jurisdictional authority, if applicable. Additionally, the successful respondent wil
required to have executed bopiraHferm®articipating Generator Agreement ("PGA") and the
pro formdleter Service Agreement for ISO Metered Entities (“MSA-ISOME”) prior to the date th
RMR Agreement is to be executed. A copymfdie®GA, the accompanying Schedule 1
and the@ro formdMSA-ISOME may be obtained on the CAISO website at:
http://www.caiso.com/docs/2005/10/28/2005102815281216540.html

x Transmission Infrastructure Proje¢tse CAISO will work with successful respondents
proposing to provide LARS through transmission infrastructure projects to expeditiously comple
an agreement under which the successful respondent will commit to complete and place the
proposed project in operation on or before a date certain agreed to by the CAISO, and the CAI
will commit to actively support a successful respondent in securing any necessary regulatory
approvals. To the extent a respondent project would impose costs on others, the CAISO will
assess whether additional information and approvals are required.

x Load Management Resourdés: CAISO will work with successful respondents proposing to
provide LARS through load resources to complete an Agreement under which the CAISO will
purchase service from such respondents. This Agreement must be consistent with the principle
embodied in tipeo form&MR Agreement and, if required, must be filed by the successful
respondent with FERC, at least 60 days prior to the date upon which the Agreement will be
effective. If the respondent is not subject to FERC jurisdiction, the CAISO and the respondent
must execute an Agreement and the respondent must file it with the appropriate jurisdictional
authority. The filed Agreement must also conform to the technical standards for Participating
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Loads developed by the CAISO. Finally, the respondent nprst feign&@aeticipating
Load Agreement ("PLA") and the MSA-ISOME; each is available on the CAISO website at:
http://www.caiso.com/docs/2005/10/28/2005102815281216540.html

To provide potential respondents with necessary information and to determine whether they sh
respond, this document provides Instructions for creating a proposal (Section 3, below), and details th
Technical Specifications for LARS Resources required to be provided (see Attachments A-D to this RF

The CAISO intends that the LARS evaluation and selection process be open and public.
Therefore, the CAISO intends to make publicly available a portion of the information provided by
respondents in their response to this RFP that is, or may be, relevant to the selection process. In addi
the CAISO may consult with the Responsible Utility to ensure the proposed alternatives meet the RMF
Reliability Criteria for each area or sub-area, subject to an appropriate confidentiality agreement and tl
ultimate CAISO authority to make the selections. In disclosing information to the public, the CAISO w
endeavor to protect the specific identity of the respondent and to refrain from providing information tha
would make such identity easily ascertainable. Further, the CAISO agrees that it will not use informati
provided by a respondent in response to this RFP for any purpose other than in connection with its
evaluation and approval of successful respondent’s proposal in the RFP process described herein anc
associated agreement execution process applicable to any winning respondents. The CAISO also ag
that information provided under Section 3.3.2 and 3.3.3 of this RFP will not be disclosed to the public
unless required by order of a court or regulatory agency having jurisdiction. In such case, the CAISO
advise the respondent so that it may seek an appropriate protective order.

The CAISO reserves to itself the selection of winning respondents, if any, in the exercise of its ¢
discretion. Further, the selection of a particular project or resources does not convey any right or
entitlement to the entity offering the selected project or resource. If the CAISO and the winning respot
are unable to timely reach an agreement on rates, terms and conditions acceptable to CAISO
Management, the CAISO may in its sole discretion seek and contract with alternative resources or use
other procedures or measures to meet the applicable reliability requirements. As such, the CAISO ex|
that respondents will only submit proposals they are willing to honor for the 2007 Contract Year. Any
designated sponsor attempting to establish any term and/or condition that exceeds or is different from
terms and/or conditions submitted should expect the CAISO to terminate negotiations.
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2 CORRESPONDENCE
21 Technical Information

All questions and correspondence related to the Technical Study shall be directed to:

Mr. Catalin Micsa
Regional Transmission

California Independent System Operator Corporation

151 Blue Ravine Road
Folsom, CA 95630
Telephone: (916) 608-5704
Facsimile: (916) 351-2272

All questions and correspondence associated with the form and content of a Proposal to

submitted in response to the RFP shall be directed to:
Mr. Gil Grotta

Model & Contract Implementation

California Independent System Operator Corporation

151 Blue Ravine Road
Folsom, CA 95630
Telephone: (916) 608-5916
Facsimile: (916) 351-2487

All questions and correspondence associajgw fotmaCAlSO agreements and/or tariff

elements required to implement any obligations the CAISO may enter with any designated spo

shall be directed to:
Mr. Chris Sibley
Infrastructure Policy & Contracts

California Independent System Operator Corporation

151 Blue Ravine Road
Folsom, CA 95630
Telephone: (916) 608-1132
Facsimile: (916) 608-7074

22 Financial Information

All questions concerning the financial information requirements of this RFP shall be directed to:

Mr. Phil Leiber
Financial Planning & Treasurer

California Independent System Operator Corporation
151 Blue Ravine Road

Folsom, CA 95630

Telephone: (916) 351-2168

Facsimile: (916) 351-2259

OP/OS/MCI/RCK
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2.3  Legal Correspondence

All questions concerning the legal aspect of this RFP shall be directed to:

Ms. Sidney Mannheim Davies

Assistant General Counsel - Tariff & Tariff Compliance
California Independent System Operator Corporation
151 Blue Ravine Road

Folsom, CA 95630

Telephone: (916) 608-7144

Facsimile: (916) 608-7222
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3 PROPOSAL REQUIREMENTS
31 Proposals

Respondents may submit proposals only in accordance with the following instructions. Failure to co
with these instructions may disqualify the respondent from further consideration. If existing RMR Units do r
provide the CAISO with a LARS proposal in accordance with this RFP, the CAISO will use the terms, condi
technical specifications and costs in the existing RMR Agreements for analysis purposes including the con
operation and applicable Fixed Option Payment Factor (“FOPF”) and Surcharge Payment Factor (“SPF”).
CAISO requests that owners of existing RMR Units submit proposals with any information that is expected
change for the next Contract Year, including but not limited to operational values and the fixed cost values
contained in Schedule B of their respective RMR Agreement(s) including, but not limited to changes to the
operating condition and the associated FOPF and SPF.

3.2  Proposal Submission Dates

The proposal submission date is specified in the CAISO cover letter accompanying this RFP. (
proposals received on or before the submission date will be considered. The CAISO reserves the ri
change its requirements prior to the proposal submission date for respondents. Any such change w
provided as an addendum to this RFP. The CAISO will consider extension of the submission date

addendum causes the respondent to require more preparation time. Any such extension will be gran
all respondents.

3.3  Proposal Contents

Each proposal shall contain: (1) a Respondent Information Section; (2) a Proposal Summary St
(Attachment A); and (3) a Technical Section and Pricing Section (with the appropriate Attachment B, ¢
D). The Technical and Pricing Sections shall be sealed in one envelope and clearly labeled separatel’
from the Respondent Information Section and the Proposal Summary. If there are any large reference
documents required in the Respondent Information Section, the CAISO requests respondent to note tt
the documents are included in a Supplemental Information Package of which only one original is requi

3.3.1 The Respondent Information Section Shall Contain the Following Information

A. _General Informatid@me of respondent, principal contact person, title of principal contact
person, street address, mailing address, telephone number, fax number, and e-mail address.

A description of respondent and all relevant affiliated entities and joint ventures (“Relevant
Affiliates”). Relevant affiliates include respondent’s parent, all affiliates of respondent over which
respondent exercises management control and all affiliates of respondent that exercise management
control over respondent. This should include a statement as to whether respondent, or any relevant
affiliate has, in the last six years, been determined in writing by a court or arbitration panel to have
breached or defaulted under any agreement relating to the provision of electric service, and the resolu
of such breach or default.

B. _Financial Informatior respondents with no current or past dealings with the CAISO,
provide information indicating respondent’s financial strength and stability, including where appropriate
corporate history; date of establishment; initial (if founded within the last ten years) and current
capitalization; audited financial statements, including balance sheet and statements of income and ca:
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flow, with respect to the two previous fiscal years and the most recent interim period; forms 10-K and :
submitted to the United States Securities and Exchange Commission for the two previous fiscal years,
applicable; and corporate affiliates or joint venture_partners. Respondent shall provide an original and
copy of the information described in this parBigeamme copy shall be included in the copy to be

marked “Financial Planning & Treasurer Copy”.

C. ReferenceBor respondents with no current or past dealings with the CAISO, provide the
name, title, and contact information for five (5) references familiar with respondent’s, and any Guarant
business organization, finances and operational style.

D. Litigation and Penalfdedescription of any and all indictments or pending litigation by any
foreign or domestic federal, state or local jurisdiction relating to respondent, any officer, director, partn
member thereof, or any Relevant Affiliate. A list of all criminal convictions within the last five years rel:
to respondent, any officer, director, partner or member thereof, or any Relevant Affiliate. A list of all ci
penalties, judgments, consent decrees and other sanctions within the last five years, as a result of any
violation of any law, rule, regulation or ordinance in connection with its business activities relating to
respondent, any officer, director, partner or member thereof, or any Relevant Affiliate. A list of all actic
occurring within the last five years which have resulted in revocation or suspension of any permit or
authority to do business in any jurisdiction relating to respondent, any officer, director, partner or mem
thereof, or any Relevant Affiliate. A list of all actions within the last five years that have resulted in the
barring from public bidding or proposals relating to respondent, any officer, director, partner or membe
thereof, or any Relevant Affiliate. A list of all bankruptcy and other similar proceedings within the last 1
years relating to respondent, any officer, director, partner or member thereof, or any Relevant Affiliate.

E. Default®\ description, in detail, of any situation in which respondent (either alone or as part c
joint venture), or a Relevant Affiliate, has been determined by a court or arbitration panel to have brea
defaulted or was deemed to be in noncompliance of its contractual obligations to provide electric servi
another party, explaining the situation, its outcome and all other relevant facts associated with the eve
described. Please also note the name, title and telephone number of the principal manager of the
customer/client who asserted the breach, default or noncompliance. A list of all court or regulatory act
within the last five years brought by respondent (either alone or as part of a joint venture), or a Releva
Affiliate, claiming breach, default or noncompliance of a contractual obligation by a purchaser of good:
services provided by respondent.

F. Other Adverse Situatidrdescription of any present facts known to respondent that might
reasonably be expected to adversely affect its ability to perform any aspect of a LARS related agreem

G. AuthoritiRespondent must state (and, if the CAISO so requests, demonstrate to the CAISO's
reasonable satisfaction) that the execution, delivery, and performance of a LARS related agreement w
the CAISO will be within its lawful powers; that such LARS related agreement when entered into will b
duly authorized by all necessary business entity action and will not violate or conflict with any of the te
or conditions in its governing documents, any contract or other agreement to which it is a party or any
applicable to it; and that the LARS related agreement when entered into will constitute its legally valid
binding obligation enforceable against it in accordance with its terms, subject to any equitable defense
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3.3.2 The Technical Section Shall Contain the Following Information

A. A cover letter with an inventory of the contents of the Technical Section. The agent
representing the respondent shall sign the letter.

B. A complete, detailed, and clear description of the Eligible Resource(s) and its operating
characteristics, as detailed in the applicable Attachments B-D to this RFP. Each of the attachments
indicates the information requirements for the various proposal types: Attachment B applies to generat
resources, Attachment C applies to transmission infrastructure alternatives, and Attachment D applies
load management resources.

C. The date on which the respondent will be available to provide LARS service (Availability
Date) if the respondent’s proposal is accepted. Respondents must provide documentation that they c:
provide LARS on such Availability Date. Such documentation should include a project development
schedule with target dates for significant project milestones, and a plan and schedule for obtaining, as
applicable, all required land rights, all applicable permits, fuel and water arrangements, interconnectiol
metering and telemetry arrangements and any necessary contractual commitments with third parties.

3.3.3 The Pricing Section Shall Contain the Following Information

A. A cover letter with an inventory of the contents in the Price Section. The agent
representing the respondent shall sign the letter.

B. Complete pricing information with a detailed price breakdown per these instructions and
details in applicable Attachment B-D to this RFP. Pricing information should be provided for each of tt
following major components of the service:

1) Capacity in MW,

2) Auvailability Price in $/kW/hour;

3) Annual Available Hours in hours/year; and

4) Energy in $/MWh (include applicable fuel price assumption)

C. The Eligible Resource proposal must be consistent with its current regulatory authority
(i.e., market-based rate authority, cost-based rate authority).

D. For each generating Unit, a statement indicating (i) a proposed condition for the 2007
Contract Year (Condition 1 or Condition 2), (ii) a proposed FOPF associated with any Condition 1
operation, and (iii) whether the respondent intends to transfer the Unit from its existing condition to the
other, and if so, the date on which the transfer will be effective. This statement is required only from
respondents that propose the extension of an existing RMR Agreement that allows the transfer betwee
Condition 1 or Condition 2 and/or respondents that, if successful, will enter into an RMR Agreement th
provides for such an election consistent with the transfer provisions of the pro forma RMR Agreement.
Portion (iii) of the statement is only required for and applicable to Units under existing RMR Agreemen
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3.3.4 Terms and Conditions of LARS Agreements

All respondents submitting successful proposals to provide LARS through RMR Generation mu
execute an RMR Agreement consistent prithfeinenB MR Agreement, pine form&GA and the
pro formdSA-ISOME.

All respondents submitting successful proposals to provide LARS through demand response ty|
proposals must execute such an appropriate Agreement as well as a Participating Load Agreement
consistent with §ve formBarticipating Load Agreement apcbtferm&SA-ISOME.

All respondents submitting successful proposals to provide LARS through transmission
infrastructure projects must execute an agreement under which the respondent will commit to complet
place the proposed project in operation on or before a date certain agreed to by the CAISO. The CAIS
will commit to actively support the respondent in securing any necessary regulatory approvals. To the
extent a respondent is not incurring all costs for the transmission project, the CAISO will need to asse:
whether additional information and approvals are required.

All respondents are responsible for ensuring their proposals submitted in response to this 2007
LARS RFP accurately represents the cost to provide service under the applicable agreements indicate
this Section 3.3.4. If a respondent does not have an RMR Agreement with rates in effect for the prior:
the CAISO will assist the respondent in determining RMR rates pursuant to the RMR Schedules. Exe
an RMR Agreement or other applicable agreement is contingent on rates, terms and conditions as
determined by completed RMR Schedules or other applicable schedules that are accepted by the CAI
other applicable stakeholders such as the CPUC and California Electricity Oversight Board and FERC
applicable regulatory entity.

34  Acceptance of Proposals

The CAISO reserves the right to reject any and all proposals, and any portion of a specific
proposal, as well as the right to waive any informality or irregularity in any proposal received by it. The
CAISO also reserves the right to award a LARS agreement to a respondent based on factors other the
price. The CAISO assumes no obligation under this RFP, and is not bound to procure the service fron
respondent to this RFP. The CAISO assumes no obligation to provide a reason for rejection of a
respondent’s proposal. The CAISO reserves the right to amend or withdraw this RFP at any time.
Respondents assume the risk that the CAISO may reject proposals for any reason, may reject all
proposals, may make no award, and may withdraw the RFP without incurring any liability.

The CAISO reserves the right to accept the proposals that in its sole judgment best serves its
interests.

3.5 Evaluation Criteria

The CAISO will evaluate each proposal based on the cost as identified in the completed RMR
Schedules or other and will also consider:

1. The Eligible Resource’s Availability Date;

2. The Eligible Resource’s capability to commence providing LARS service on the Availability

Date;
3. The Eligible Resource’s operating characteristics;
4. The respondent’s agreement to execute applicable required agreements;
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o

The Eligible Resource’s ability to provide reliability services including Black Start and Voltac
Support;

Any existing obligations entered into or arrangements made to provide energy or capacity;
Expected levels of Market Generation;

Impact on markets;

. Safety;

10. Environmental issues;

11. Demonstration of acceptable financial strength and stability; and

12. Other relevant factors as identified by the CAISO.

© 00N

3.6  Delivery of Proposals

Proposals shall be submitted in a sealed envelope. Proposals shall be marked on the exterior 1
identify the respondent’s name and the following designation:

California Independent System Operator Corporation
2007 Local Area Reliability Service Proposal
CONFIDENTIAL — Do not open without authorization

A total of one unbound signed original and four (4) copies of the proposal and one (1) copy of tf
supplemental information package, if any, shall be submitted to:

Ms. Roni Reese

2007 LARS Solicitation

California Independent System Operator Corporation
151 Blue Ravine Road

Folsom, CA 95630

Telephone: (916) 351-2247
Facsimile: (916) 351-2487
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ATTACHMENT A
CALIFORNIA INDEPENDENT SYSTEM OPERATOR CORPORATION
REQUEST FOR PROPOSALS
LOCAL AREA RELIABILITY SERVICE

Proposal Summary

All Information will be applicable to the 2007 Contract Year.

1.

2.

Type of Proposal: (Generator, Transmission or Load)

Name of Owner

Name of Facility or Project

Description and Capacities

a.) Description of Generating Units:

Max Net Dependable Minimum Load
Unit Fuel Type | Capacity “MNDC” (MW) | (MW)

b.) Description of Transmission Project:

RMR Requirements

Name Location Reduction (MW)

c.) Description of Load Management Project:

Characteristics and RMR Requirements Reduction
Load Type Capacity (MWYMW)

5. Delivery Point:

Project | Transmission Node Voltage

6. Other Considerations:

OP/OS/MCI/RCK
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ATTACHMENT B

CALIFORNIA INDEPENDENT SYSTEM OPERATOR CORPORATION
REQUEST FOR PROPOSALS
LOCAL AREA RELIABILITY SERVICE

GENERATORS

Technical Section Elements

NOTE: Proposals for existing RMR Units should only include elements in this Technical Section
respondents expect to revise for the 2007 Contract Year in the event the RMR Agreement is extended.

Description of Units and Performance Requirements

1. Description of Facility

Maximum Net
Dependable
Unit Resource ID Capacity (MW)* Fuel Type

YMaximum Net Dependable Capacity shall reflect any transformer or line loss to the Delivery
Point.

2. Description of Units
Provide the address(es) of the Units at the Facility and the following tabular information:

Unit

Type (fossil, combustion turbine, etc.)
Synchronous Condenser Capability (Y/N
Power Factor Range (lead to lag)
Maximum Reactive Power Leading, MVar
Maximum Reactive Power Lagging, MVay
Load at Maximum MVar Lagging, MW
Load at Maximum MVar Leading, MW
Black Start Capable (Y/N)

Automatic Start or Ramp (Y/N)*

1Af “Y", describe the conditions under which the Unit will start or ramp automatically.

3. Operational Limitations
List all limitations and their cause, including air emissions limits, limits due to ambient temperat
limits resulting from special operating requirements, limits resulting from financing arrangement
and existing contractual limitations.
Air Emissions Limitations

List applicable NO,, CO, SO,, particulate, and other appropriate emissions limits; note the name

and address of the lead agency; the agency’s applicable rule number(s); and note those
pollutants for which an emissions cap applies.

Operating Limits related to Ambient Temperatures
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Ambient Temperature Correction Factors for Availability Test

Provide a curve or table showing the Ambient Temperature Correction Factors for each Unit (the
relationship between Ambient Temperature and Maximum Net Dependable Capability).

FERC License Conditions (hydroelectric Units)

Other Limits (e.g., cooling water discharge)

4, Delivery Point

Unit Transmission Node Voltage
5. Metering and Related Arrangements
Meter Type
Unit Meter Location (Manufacturer & Model No.

0. Start-up Lead Time

Non-hydroelectric Units

Unit

Start-up Segment Numbger

Generating Unit| Generating Unit
Down Time Start-up Time
(Minutes) (Minutes)

s Xmax” used in Schedules C and D shall be equal to or less than the hours defined by the

maximum Generating Unit Down Time value in this column.

The Start-up Lead Time shall be the Startup time as defined and submitted by the Owner

through the process outlined in the CAISO Tariff.

Hydroelectric Start-up Lead Times

Time from notification Time from notification
to synchronization - to synchronization -
Unit Normal work hours Outside Normal Work hours
7. Ramping Constraint

Describe any constraints the Unit incurs between Minimum Load and Pmax.

OP/OS/MCI/RCK
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8. Ramping Rate

Unit

Ramp Rate
Point Numbel

Output of Pair
Range (MW)

Minimum
Ramp Rate
(MW/Minute)

—

Rate
(MW/Minute)

Maximum Ram

7

Separate Ramp Rates will be shown for each load range and will describe any special restrictions
affecting Ramp Rates at various load points, e.g., feed pump operation, heat soaks, etc. The
Ramp Rate shall be the Operational Ramp Rate submitted by the Owner through the process
described in the CAISO Tariff. On the Effective Date, the values in the CAISO Master File shall
be set equal to the values shown in the table above.

[72)

9. Minimum Load
Unit Manual Minimum (MW) | Dispatchable Minimum (MWV)
[
10.  Minimum Run Time
Unit Hours
11. Minimum Off Time
Unit Hours
12.  Contract Service Limits
As described in Section 4.11 pfaHerm&MR Agreement, provide annual summary of data
required to determine service limits (CAISO may require monthly supporting data for winning
respondents prior to execution of an agreement) including the unit total annual net output (MW!
the unit total annual running hours, and the number of unit start-ups incurred in each of the pas
five calendar years ending June 30:
Year Ending
Unit June 30 Annual MWh| Annual Service HodrsAnnual Start-up
2006
2005
2004
2003
2002
OP/OS/MCI/RCK B-3
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Maximum Monthly MWh (Hydroelectric Units only)

MWh

Unit | Jan | Feb | Mar | Apr | May| Jun | Jul | Aug| Sep | Oct | Nov | Dec

Pricing Section Elements

NOTE: Proposals for existing RMR Units should only include the elements in this Pricing Section
respondents expect to change in the 2007 Contract Year should the RMR Agreement be extended
including fixed and variable costs as well as applicable Fixed Option Payment Factor and Surcharge
Payment Factors due to a transfer of condition. Provide proposed condition for the 2007 Contract Year
(indicate Condition 1 or 2 for each unit. Provide proposed Fixed Option Payment Factor (“FOPF”")
associated with Condition 1 (applies only to units not 2006 RMR Agreement. Provide proposed condition
transfers and effective date (applies only to 2006 RMR Units with contractual ability to effect such
transfers)

Proposal Price Summary:

Capacity
Fixed Option
Payment Annual Fixed Reliability
Total Annual Fixed Factor/Surcharge  Cost/Fixed Option
Unit Cost ($/Yedr) Payment Factor Payment
Condition Status Information
2007 Proposed Proposed Transfers
Unit Condition (1 or 2) (Condition & Effective Date
Availability
Avalilability
Charge or Totagl Limitations on Available Hours
Annual Cost/TAHTarget Available (e.g. time of day, season, haurs,
Unit ($/Hour) Hours (TAH) emission limitations, etc.)

Target Available Hours (TAH) means the hours in the Calendar Year minus the sum of the
Average Other Outage Hours and the Long-Term Planned Outage Hours)

2 For generation resources subject to the RMR Agreement, the Total Annual Fixed Cost includes the Annual Fixed Revenu
Requirement and the Annual Capital Item Costs
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Outage Information

Year Ending June Average Other| Long-term Planned
Unit 30 Outage Hours Outage Hours

2006
2005
2004
2003
2002

Average Other Outage Hours means the average annual Other Outage Hours for the Unit during
the 60-month period ending June 30 of the previous calendar year.

Long-term Planned Outage Hours means the Long-term Planned Outage Hours for an applicable
year scheduled with CAISO pursuant to its Tariff. Other Outage Hours shall exclude a planned
interruption, in whole or in part, in the electrical output of a Unit to permit Owner to perform a

major equipment overhaul or inspection or for new construction work, but only if the outage lasted
21 or more consecutive days.

For each month prior to the Commercial Operation Date (COD), for the purposes of calculating

Target Available Hours, Average Other Outage Hours shall be equal to X percent of the hours in
that month, where X is equal to the industry average outage rate applicable to the unit type.

Variable Cost

Heat Rate  Other Variable| Startup/ Total

Heat Rate at MNDC Variable O&M | Shutdown| Average
at Min Load (Btu/kW- Cost Cost Cost Energy Cos
Unit (Btu/kW-hr)  hr) ($/MWh) | ($/MWh); ($/Start): | ($/MWh)

—

Unit Cost Information
Fixed Cost Details:

Provide the total annual fixed costs for each unit itemized by the categories in the table below

Capital Fixed Operating & Auxiliary Power
Recovery Maintenance Fixed Fuel | (independent of load)
Unit ($/MW) ($/MW) ($/MW) ($/MW)

Variable Costs:
1. Provide coefficients for either a third order polydemB3H {AXX + D} or an exponential

{(A(B + CX + B} equation relating to the unit hourly heat input (MMBtu) to unit net energy
output (MWh) where:

X is Unit's Hourly Metered Total Net Generation (MWh);
e is the base of natural logarithms;

A, B, C, D are coefficients given for both equations;

F is a coefficient for the exponential equation only.
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Equation
Unit A B C D F (poly or exp)

2. Provide the Unit’s variable operations and maintenance rate ($/MWh)
Unit Variable O&M Rate ($/MWh)

3. Provide all relevant emissions cost data, including a second order polynomial equation relat
emissions output (Ibs/hour) to unit gross outpét{iBx +A& where, x is the Hourly
Metered Total Net Generation (MWh), and coefficients A, B, C, D are the coefficients relatin
electrical output to Unit emissions.)
Unit A B C

Start-Up Costs:
1. Provide the A and B coefficients of the following equation relating start-up time to heat inpuf
Heat input (BTU) = A*T + B, where T = hours needed for a cold start
2. Provide the A and B coefficients of the following equation relating start-up time to auxiliary
power consumption:
Auxiliary power consumption (MWh) = A*T + B, where T = hours needed for a cold start
3. Provide any other relevant start-up cost information.
4. Provide shutdown power consumption (MWh)

OP/OS/MCI/RCK B-6 Last Updated: 6/20/2006



2007 bCALAREARELIABILITBERVICRRFP

ATTACHMENT C
CALIFORNIA INDEPENDENT SYSTEM OPERATOR CORPORATION
REQUEST FOR PROPOSALS
LOCAL AREA RELIABILITY SERVICE

TRANSMISSION INFRASTRUCTURE PROJECTS

Technical Section Elements

1.

Describe the transmission infrastructure proposed: new transmission line or transformer, transmiss
upgrade, addition of reactive power resources, etc.

Describe the reliability problem this infrastructure will alleviate and how, and to what extent, it will
alleviate it (i.e. the reduction in RMR requirement afforded by the proposal).

Document the RMR requirement reduction to be provided with power flow base cases and assumy
(including any variances from the Technical Study), a list of contingencies, and detailed contingenc
study results.

Provide all pertinent technical data required to model the Transmission Infrastructure Project.

Provide the expected normal and emergency equipment ratings of the new transmission infrastruc

Provide the construction schedule and projected in-service date for this project. Describe any exis
facility outages required during construction.

Provide any other relevant information, including status of approvals from regulatory agencies.
For a transmission infrastructure project that reduces, but does not completely eliminate an RMR

requirement, describe the next limiting RMR reliability problem and the associated reduced RMR
requirement.

Pricing Section Elements

9.

Provide the cost and expected life of this infrastructure.
Capacity in MW (RMR MW reduction if known)
Capacity Availability Price in $/kW/hour

Annual Available Hours in hours/year; and

Energy in $MWh (Annualized project cost/Annual RMR MWh reduction if known)
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ATTACHMENT D
CALIFORNIA INDEPENDENT SYSTEM OPERATOR CORPORATION
REQUEST FOR PROPOSALS
LOCAL AREA RELIABILITY SERVICE

LOAD RESOURCES

Technical Section Elements

1. De
X

X

X

scribe the load management scheme, including:

the characteristics of the load;

X the maximum number of MWs by which load will be reduced (not less than 10MW);

x the type of load involved (industrial, agricultural pumping, commercial, residential, etc.);

x the hourly MW amount of load that is available to be curtailed for each hour of the year;

X the location of each individual Load Management Product which is proposed to be aggregat

in this RFP;

the time characteristics of response to an RMR Dispatch Notice for the load;

x the load reduction ramp rate in MW/Minute;

X the minimum time required for the load to be running between RMR Dispatches;

X the minimum and/or maximum duration of the load reduction;

X A description of how the load will be reduced (automatic, remote manual, operator actio
etc.);

X the maximum time, in minutes, between notification and full load reduction;

the proposed baseline against which the load reduction will be credited, an explanation of how

baseline was developed, and any necessary calculations and documentation to support the

baseline. The baseline should be based on the historical usage data for the facilities that compr

the project that was used as a basis for billing during the two most recent calendar years, unles

use of such data would be clearly unreasonable. If less than two years of historical usage data

available, or if use of available historical usage data would be unreasonable, the proposed base

should be based on reasonable estimates that must be explained and justified in detail. All dat:

used to support the proposed baseline must be made available to the CAISO upon request.

how the project will comply with requirements for receipt of dispatch notices from the CAISO;

how the load will be restored;

how the load will be scheduled, metered, and telemetered in accordance with CAISO

requirements. Include specific information about the equipment that will be used;

explain how the CAISO will activate or initiate operation of the scheme/project.

whether the proposed load management scheme (in whole or in part) currently participates in a

remedial actions scheme (RAS), and if so provide a description of the remedial action scheme :

attach all agreements with the load to be dropped;

the primary distribution substation or transmission substation to which all loads in the project ca

be aggregated. Provide a map that identifies the location of each facility included in the project

and

interconnection point designation.

describe how the load reduction will be measured and invoiced.

x
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2. Describe each individual facility to be included in the project, including:
x the name and address of the customer that occupies the facility;
X a contact person at the individual facility, and a phone number, fax number, email address for tl
contact person;
x the building square footage;
x the typical load profile for the facility;
X the total amount of load at the facility and the individual load/rating of each major piece of
equipment that is included in the total load;
x the amount of load committed for reduction and how the load reduction will be accomplished; al
x the meter and any telemetry equipment that is currently installed at the facility.

3. Describe the reliability problem this load management proposal will alleviate and how, and to what
extent and how often, it will alleviate it.

4. Please describe all contractual requirements, operating constraints, and other limitations that impa
the operation and/or load profile of the project.

5. Provide the construction schedule and projected in-service date for this project. Describe any exis
facility outages required during construction. If the project is in existence, please describe contract
and operating limitations the load management proposal must operate under.

6. Provide any other relevant information.

Pricing Section Elements

7. Provide the cost and expected life of this scheme and include the proposed cost recovery mechan
including but not limited to:
Capacity in MW (RMR MW reduction if known)
Capacity Availability Price in $/kW/hour
Annual Available Hours in hours/year; and
Energy in $MWh (variable operation & maintenance costRMR MWh reduction)
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