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COMMENTS OF THE
CALIFORNIA INDEPENDENT SYSTEM
OPERATOR CORPORATION
ON SUPPLEMENTAL TRACK 3 PROPOSALS

Pursuant to the Administrative Law Judge’s Ruling Clarifying and Further
Modifying the Procedures and Schedule for Track 3, dated July 5, 2007, and the
subsequent procedural e-mail ruling of the Administrative Law Judge, dated August 22,
2007, the California Independent System Operator Corporation (“CAISO”) respectfully
submits its comments to the supplemental resource adequacy Track 3 proposals
submitted by small and multi-jurisdictional load serving entities (collectively “Track 3
LSEs”).

L General Comments

The submissions by the Track 3 LSEs reflect the special circumstances presented
by these entities and the Commission’s willingness to accommodate those circumstances.
From the CAISO’s perspective, the role of the larger Track 3 LSEs — PacifiCorp and
Sierra Pacific Power Company — as their own Balancing Authority significantly alters the
potential implications of Track 3 on reliability issues. For instance, the relationship

between the CAISO and those two entities in meeting NERC/WECC reliability standards



is established through existing Interconnected Control Area Operating Agreements.
These agreements specifically require each Balancing Authority to plan and operate their
respective systems in conformance with NERC/WECC standards and good utility
practice and provide for mutual assistance during system emergencies. Thus, the CAISO
believes the level of flexibility incorporated into the submissions of PacifiCorp and Sierra
Pacific Power Company in particular appears reasonably appropriate.

Notwithstanding the value of providing the Track 3 LSEs with flexibility in
meeting the requirements of Public Utilities Code § 380, the Commission should
nevertheless insist on the application of standards and rules that permit comparability
across Track 3 LSEs and among the level of service provided to all California electric
consumers served by jurisdictional LSEs. The ability to compare rests, in large part, on
consistency in resource counting and demand forecast protocols. Accordingly, the
Commission should, to the extent possible, require the Track 3 LSEs to utilize the
resource counting rules previously developed by the Commission. With respect to
demand forecasts, the Commission should require that the Track 3 LSESs either utilize the
forecasts produced by the CEC, where possible, or submit their forecast methodology to
the CEC for review.

IL. Track 3 LSE Specific Comments
A. Plumas

Plumas argues that, as an electric cooperative, it is exempt from Public Utilities
Code § 380 or, alternatively, if the statute does apply, that the Commission need not
intervene in or otherwise augment Plumas’ current procurement efforts to ensure that it

satisfies the required resource adequacy mandates. The CAISO has no opinion on the



applicability of Public Utilities Code § 380 to Plumas. However, the CAISO supports
Plumas’ latter contention to the extent it remains a party to Northern California Power
Agency’s (“NCPA”) Metered Subsystem Aggregation Agreement and NCPA maintains
its annual election to be a Load-following Metered Subsystem (“Load-following MSS”).
As a Load-following MSS, under the CAISO Tariff, NCPA and its underlying members
have a strong incentive to maintain resource adequacy and not lean on the CAISO
markets for supplying energy and ancillary services. If metered generation and imports
into the Load-following MSS are insufficient to meet its metered demand and exports and
the deficiency exceeds a narrow deviation band, then the Load-following MSS is charged
a significant penalty price for that negative deviation.® Further, under the CAISO Tariff,
NCPA on behalf of its underlying members is assigned proportionate responsibility for
the cost of necessary Local Area Capacity Resources. Given these existing resource
adequacy safeguards, and absent any evidence that they are insufficient, the CAISO
believes that no further action needs to be taken by the Commission with respect to

Plumas in this proceeding.

B. BVES

The CAISO supports much of BVES’s proposed resource adequacy program
elements, including its proposed schedule for transitioning away from reliance on firm
liquidated damages contracts. The CAISO also specifically supports BVES’ requested
treatment of its generating unit as distributed generation. The absence of an

interconnection agreement with Southern California Edison (“SCE”) that allows the

! Under MRTU, the penalty price for negative deviations by a Load-following MSS is 200%
of the Settlement Interval Real Time LAP Price for the Default LAP. This penalty prices is
applied to each MW in excess of the deviation band.



generating unit to deliver energy to the SCE system effectively precludes its classification
as a Resource Adequacy Resource that must be made available to the CAISO under prior
Commission precedent. As a distributed generation resource, the CAISO would support
the Commission treating the generating unit’s capacity as a reduction to BVES’
contribution to coincident peak demand. Finally, the CAISO recommends that the
Commission minimize, to the extent possible, other deviations from existing Commission
resource counting, load forecast, and reserve margin requirements as they may apply to

BVES.
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