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UNITED STATES OF AMERICA
BEFORE THE

FEDERAL ENERGY REGULATORY COMMISSION

California Independent System ) Docket Nos. ER09-1048-___
Operator Corporation ) ER06-615-___

ER06-615-___

MOTION FOR CLARIFICATION
OR, IN THE ALTERNATIVE, REQUEST FOR REHEARING,

OF THE CALIFORNIA INDEPENDENT
SYSTEM OPERATOR CORPORATION

Pursuant to Section 313(a) of the Federal Power Act1 and Rules 212 and

713 of the Commission’s Rules of Practice and Procedure, the California

Independent System Operator Corporation (“ISO”) respectfully submits this

motion for clarification, or, in the alternative, request for rehearing of the

Commission’s November 19, 2009 order in this proceeding.2 Specifically, the

ISO requests clarification that it can comply with the directive that the ISO allow

demand response resources providing ancillary services “the ability to specify the

maximum number of times that they may be dispatched to a different output level

during a day”3 by providing demand response resources with the ability to specify

the maximum number of dispatch periods for those resources during a day. To

the extent that the November 19 Order was intended to require the ISO to allow

demand response resources to specify a maximum number of times during the

day that the ISO can issue dispatch instructions to change the megawatt (“MW”)

levels of those resources, the ISO requests rehearing of this directive as this

1 16 U.S.C. § 825l(a) (2009)
2

Cal. Indep. Sys. Operator Corp., 129 FERC ¶ 61,157 (2009) (“November 19 Order”).
3

Id. at P 37
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directive would require the ISO to expend substantial resources on an

operational constraint that would actually limit the ability of demand response

resources to participate in the ISO’s ancillary service markets.

I. Background

In Order No. 719 and Order No. 719-A,4 the Commission established

reforms to improve the operation of organized wholesale electric power markets

administered by the ISO and other independent system operators (“ISOs”) and

regional transmission organizations (“RTOs”). The Commission established

requirements in four areas: (1) demand response; (2) long-term power

contracting; (3) market-monitoring policies; and (4) the responsiveness of RTOs

and ISOs to customers and other stakeholders.

In the area of demand response, Order No. 719 established a number of

requirements for RTOs and ISOs, with the express goal of eliminating barriers to

demand response participation in organized energy markets by treating demand

response resources comparably to other resources.5 Among other requirements,

Order No. 719 provided that:

All RTOs and ISOs must incorporate new parameters into their
ancillary services bidding rules that allow demand response
resources to specify a maximum duration in hours that the demand
response resource may be dispatched, a maximum number of
times that the demand response resource may be dispatched
during a day, and a maximum amount of electric energy reduction
that the demand response resource may be required to provide
either daily or weekly.6

4
Wholesale Competition in Regions with Organized Electric Markets, Order No. 719, 73

Fed. Reg. 61,400 (Oct. 28, 2008), FERC Stats. & Regs. ¶ 31,281 (2008) (“Order No. 719”), order
on reh’g, Order No. 719-A, 74 Fed. Reg. 37,776 (July 29, 2009), 128 FERC ¶ 61,059 (2009).
5

Order No. 719 at P 15.
6

Order No. 719 at P 81.



- 3 -

The Commission noted that these limits would be comparable to the limits

that generators may specify on price, quantity, startup and no-load costs, and

minimum downtime between starts.7

In its comments on the Order 719 rulemaking, the ISO explained that it

expected that it would comply with this bidding parameter requirement upon

implementation of enhancements to its Participating Load program that would be

implemented in a market enhancement release after the initial implementation of

the new ISO markets, previously known as the Market Redesign and Technology

Upgrade.8 The Commission acknowledged this statement in Order No. 719, and

deferred its determination of whether the ISO satisfied the requirement until the

ISO submitted its Order No. 719 compliance filing.9 The ISO submitted the

applicable filing in this proceeding on April 28, 2009 (“April 28 Compliance

Filing”).

The April 28 Compliance Filing explained how the ISO through its

Participating Load Program (“PLP”), which allows demand response resources to

participate in ISO markets, satisfied the demand response requirements of Order

No. 719.10 In its compliance filing, the ISO acknowledged that Order No. 719

directed ISOs to allow demand response resources to identify the maximum

number of times that they could be “dispatched” during a day.11 The ISO also

noted the Commission’s stated intention to allow demand response resources to

specify limits comparable to generators. As the ISO explained, the ISO tariff

7
Id.

8
Calif. Indep. Sys. Operator Corp. Comments, Docket Nos. RM07-19-000 and AD07-7-

000 (September 14, 2007), at 2.
9

Order No. 719 at P 87.
10

April 28 Compliance Filing at 34.
11

Id.



- 4 -

does not allow generators to limit the number of instances of dispatch between

output levels. It only allows generators to limit the number of startups during the

day. Similarly, the ISO’s PLP will allow a Participating Load (i.e., a demand

response resource) to specify the maximum number of times that it may be

started up during a day, but neither the existing PLP nor the enhancements to

that program under development will allow Participating Loads to designate a

maximum number of times that the ISO can dispatch the resource to different

MW levels between their minimum and maximum curtailment levels. Thus, to

treat demand response comparably with generators, the ISO proposed to satisfy

the “dispatch” parameter limits by giving Participating Loads the ability to limit the

number of times that a resource would be “dispatched” from 0 MW.12

The November 19 Order largely accepted the ISO’s compliance filing, but

it rejected the ISO’s initial explanation of how it will comply with the new bidding

parameter requirements of Order No. 719.13 The November 19 Order stated that

“[t]he ‘comparable’ treatment of demand resources, in this case, dictates

recognition of the inherent characteristics of demand response resources in

determining bidding parameter rules, not necessarily identical treatment as

afforded to generation.”14 The Commission stated that “we will require the

CAISO to allow demand response resources the ability to specify the maximum

number of times that they may be dispatched to a different output level during a

day.”15

12
Id.

13
November 19 Order at PP 35-37.

14
Id. at P 37

15
Id.
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II. Specification of Errors

The ISO respectfully submits that the November 19 Order erred insofar as

the order was intended to require the ISO to allow demand response resources

to specify a maximum number of times during a day that the ISO can issue

dispatch instructions to change the MW levels of those resources between their

minimum and maximum curtailment levels, as this directive would require the

ISO to expend substantial resources on an operational constraint that would

actually limit the ability of demand response resources to participate in the ISO’s

ancillary service markets.

III. Statement of Issues for Rehearing Request

Whether the Commission properly concluded that the ISO must allow

demand response resources to specify a maximum number of times during the

day that the ISO can issue dispatch instructions to change the MW levels of

those resources.

IV. Motion for Clarification

A. Providing Participating Loads with the Ability To Specify a
Maximum Number of Dispatch Periods During the Day Will
Comply with the Order No. 719 Directives in a Manner
Consistent with the Objectives of Eliminating Barriers to
Demand Response Participation in Ancillary Service Markets

The ISO believes that the original directive in Order No. 719 that ISOs

must allow demand response resources to specify “a maximum number of times

that the demand response resource may be dispatched during the day” was
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ambiguous. While the ISO appreciates the additional discussion on this

requirement in the November 19 Order, the ISO believes there are still a number

of possible interpretations of this directive. One interpretation would be that the

ISO must allow demand response resources (i.e., Participating Loads) to specify

a maximum number of times during the day that the ISO can issue dispatch

instructions to change the MW levels of those resources. For the reasons

explained in Section V of this filing, not only would this interpretation create

technical issues for the ISO, but it would also, by necessity, substantially limit the

ancillary services that Participating Loads designating such limits could provide.

The ISO believes an alternative interpretation of the Commission’s

directive is more consistent with the objectives of enhancing demand response

participation in ISO markets. Specifically, the ISO requests clarification that it

can comply with this directive by providing Participating Loads with the ability to

specify the maximum number of dispatch periods (i.e., periods in which the ISO

may dispatch the demand response resources below their base load to at least

their minimum curtailment levels) for those resources during a day.

This functionality will be included in the Participating Load Program

enhancements currently under development by the ISO. As explained in the

April 28 Compliance Filing,16 today Participating Loads can only provide non-

spinning reserves and bid into the markets through which the ISO addresses

energy imbalance. The additional functionality under development as part of the

ISO’s Participating Load Program enhancements will allow Participating Loads,

subject to the resolution of any remaining regulatory or reliability standards

16
April 28 Compliance Filing at 34.
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issues, to provide higher-quality ancillary services such as regulation and

spinning operating reserves. These enhancements will also allow Participating

Loads to specify the maximum number of dispatch periods for those resources

during a day.

B. The ISO’s Participating Load Program Enhancements Will
Provide Participating Loads with Greater Flexibility than
Generation Resources

The ISO recognizes that a significant element of the clarification provided

in the November 19 Order is that the bidding parameters available to demand

response resources need to provide abilities to participate in wholesale electricity

markets comparable to those provided generators, but that these parameters

should not necessarily be identical to the parameters available to generators. As

explained in the attached declaration of Dr. Khaled Abdul-Rahman, Principal,

Power Systems Technology Architecture & Development for the ISO, the

functionality available to Participating Loads under the ISO’s PLP enhancements

will provide these resources with bidding parameters and flexibility that exceeds,

in some respects, the flexibility provided to generators in the ISO markets.

Specifically, Dr. Abdul-Rahman explains that Participating Loads that seek to

provide ancillary services in the ISO markets will have the ability to designate a

large number of operational constraints, which are expected to include the

following:

 A minimum load reduction time, which will allow a Participating Load to

impose a minimum demand response period;
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 A maximum load reduction time, which will limit the demand response

duration, after which a Participating Load will be returned to its base load;

 A minimum base load time, which will allow a Participating Load to

designate the minimum amount of time during which the resource must

remain at base load (after returning to it) before the resource can again

provide demand response;

 A maximum number of daily load reductions, which will allow a

Participating Load to limit demand response periods in a Trading Day; and

 A load reduction initiation time, which will allow a Participating Load to

designate a prior notification time before the resource can enter a demand

response period (where the resource schedule is reduced below the

resource’s base load).

These enhancements have been developed with substantial stakeholder input

and represent the functionality needed to facilitate improved participation of

demand response resources in the ISO markets. The Commission should clarify

that these enhancements collectively allow the ISO to comply with the bidding

parameter requirements of Order No. 719.

C. The ISO’s Proposed Approach to Complying with the Bid
Parameter Requirements of Order No. 719 Is Consistent with
Approaches the Commission Has Accepted for Other
Independent System Operators

The Commission has accepted explanations by other independent system

operators that the ability of demand response resources to designate a number

of operational constraints when bidding into applicable markets satisfies the
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requirement that demand response resources have the ability to specify a

maximum number of times the resource will be dispatched during a day. In its

Order No. 719 compliance filing, the New York Independent System Operator,

Inc. (“NYISO”) addressed its compliance with the bidding parameter

requirements by explaining that Demand Side Resources in the NYISO markets

must “specify their ‘Maximum Number of Startups per Day’ and their ‘Minimum

Run Time’ and ‘Minimum Down Time,’ which together effectively determine the

maximum number of times that they may be dispatched during a day.”17 The

Commission acknowledged this explanation and accepted the NYISO’s filing as

compliant with the demand response provisions of Order No. 719, subject to

certain unrelated conditions.18 The Participating Load Program enhancements

discussed above and in the declaration of Dr. Abdul-Rahman provide demand

response resources in California with the same functionality described by the

NYISO in its compliance filing. As such, the Commission should also find the

California ISO in compliance with the bidding parameter requirements of Order

No. 719.

V. Request for Rehearing

If the Commission intended in the November 19 Order to require the ISO

to develop new parameters that would allow Participating Loads to specify a

maximum number of times during the day when the ISO can issue dispatch

instructions to change the MW levels of those resources, the Commission should

17
May 15, 2009, NYISO compliance filing in Docket No. ER09-1142 at p. 7.

18
New York Independent System Operator, Inc., 129 FERC ¶ 61,164 at PP 22, 33-34

(2009)
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grant rehearing and modify that directive as inconsistent with the Order No. 719’s

objective of eliminating barriers to demand response participation in organized

energy markets. If so interpreted, the Commission’s directive would actually

create barriers to Participating Loads providing high-quality ancillary services in

the ISO markets.

As explained in the attached declaration of Dr. Abdul-Rahman, under the

ISO’s new market design, which uses state-of-the-art optimization technology for

solving the unit commitment and dispatch processes, the ISO’s real-time market

software operates in two time frames that are relevant. Dispatches of resources

to different MW levels occur every five minutes, as part of the real-time dispatch

process, while unit commitment decisions and the procurement of ancillary

services occur every 15 minutes.19 These different time frames are due, in part,

to software processing limitations. The ISO software processes that address unit

commitment decisions cannot solve every five minutes.

If the ISO were required to allow Participating Loads providing ancillary

services to specify the maximum number of times during the day that the ISO

can issue dispatch instructions to change the MW levels of those resources,

then, in order to satisfy that requirement, the ISO would have to develop a new

integer variable constraint and add that constraint into the software it uses to run

the ISO markets processes. Such an integer variable constraint would have to

consider the limitation of the number of changes in the MW level as a start-up or

as a commitment decision. This constraint would create complications for the

overall market design and performance.

19
See ISO tariff, Sections 27, 8.3.1.
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Introducing this new integer variable constraint into the market software

would increase, to significantly longer than five minutes, the amount of time

needed to obtain a real-time market solution for Participating Loads providing

ancillary services. Adding this constraint to real-time dispatch would be

inconsistent with the five-minute dispatch interval of the ISO’s real-time market.

As a result, it would be impossible for Participating Loads designating a

maximum number of times during the day when the ISO can issue dispatch

instructions to change the MW levels of those resources to be dispatched

pursuant to the five-minute real-time dispatch. This would prevent Participating

Loads that designate a maximum number of times during the day when the ISO

can issue dispatch instructions to change the MW levels of those resources from

meeting the criteria for providing Regulation, the highest-quality ancillary service,

which requires an instantaneous response to dispatch instructions. This would

also introduce additional complexity to the market design, as it would be

necessary to bring the Participating Load resource back to its base load value if

either (a) its regulation award were called upon by Automatic Generation Control

to provide energy curtailment within the five- minute intervals, or (b) its operating

reserves were dispatched below its minimum curtailable level in excess of

maximum number of dispatches. Assuming that a Participating Load would

eventually want the ISO to return its load to its base level after the need for the

ancillary service reserves concluded, the ISO market design would need either to

allow an additional dispatch above the specified daily limit, or to forbid the final

set of dispatches that bring the Participating Load below its base level, even
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though those dispatches are within the daily limit. As explained by Dr. Abdul-

Rahman, in theory the ISO could attempt to include a new integer variable

constraint to implement a maximum number of MW level dispatches for

Participating Loads in the 15-minute real-time unit commitment time horizon. But

this could create software performance issues that could hinder the ISO’s ability

to meet the market time-line within even that 15-minute time frame. If this

functionality could not be reliably included in the 15-minute real-time unit

commitment time horizon, the ISO would need to develop an approximation that

processes such a constraint every 30 minutes or 60 minutes. If this were

necessary, Participating Loads designating a maximum number of daily

dispatches could only provide ancillary services for capacity that can be

dispatched every 30 minutes or every 60 minutes. This would limit these

Participating Loads to providing only non-spinning operating reserves, the

lowest-quality ancillary service procured in the ISO markets, which have to be

able to provide energy from their reserves in 10 minutes.

Although it is possible that the ISO could resolve some of the software

performance issues associated with the second possible interpretation of the

Commission’s directive, doing so would require a significant commitment of time

and resources by the ISO. It would also substantially limit the ability of

Participating Loads utilizing the maximum dispatch functionality to provide

ancillary services. The ISO urges the Commission not to adopt this interpretation

of its directives in Order No. 719 and the November 19 Order because such an
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interpretation would be inconsistent with the objective of eliminating barriers to

demand response participation in organized energy markets.

VI. Conclusion

The ISO respectfully requests that the Commission grant clarification or, in

the alternative, rehearing of the November 19 Order consistent with the

discussion above.

Respectfully submitted,

/s/ Sean A. Atkins

Nancy Saracino,
General Counsel

Daniel J. Shonkwiler
Assistant General Counsel – Corporate

The California Independent System
Operator Corporation

151 Blue Ravine Road
Folsom, CA 95630
Tel: (916) 351-4400
Fax: (916) 351-4436

Sean A. Atkins
Michael E. Ward
Bradley Miliauskas
Alston & Bird LLP
The Atlantic Building
950 F Street, N.W.
Washington, DC 20004-1404
Tel: (202) 756-3300
Fax: (202) 756-3333

Counsel for the California Independent
System Operator Corporation

Dated: December 21, 2009
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DECLARATION OF KHALED ABDUL-RAHMAN

I, Khaled Abdul-Rahman, hereby provide my declaration in support of the request by

the California Independent System Operator Corporation ("iSO") for clarification or, in

the alternative, rehearing of the Commission's November 19, 2009 order in this

proceeding, 129 FERC 1T 61,157 ("November 19 Order").

1. i am employed as Principal, Power Systems Technology Architecture &

Development for the ISO.

2.1 have worked in the electric power system industry for over a decade, focusing

primarily on management and software design. Between March 2006 and July 2009, i

was employed as the Independent Principal Consultant for Electricity Markets at

Siemens Transmission & Distribution, where my responsibilities included supporting

Energy Market Management software areas and putting the Security Constrained Unit

Commitment and Constrained Dispatch software used in the new iSO market into

action. Since July, i have worked for the ISO as the Principal for Power Systems

Technology Architecture and Development. I am currently designated as the ISO's

Initiative Owner responsible for the successful implementation and deployment of the

technical requirements of all Market and Performance projects including among others



the Participating Load Refinements project. My curriculum vitae is provided in Appendix

1 to my declaration.

3. I am familiar with the operation of the software that implements the ISO's new

market design, which went into effect on March 31,2009 for the April 1, 2009 Trading

Day. I am also actively involved in the development, testing, and integration of the

software modifications to implement a number of iSO market enhancements, including

enhancements to the ability of Participating Loads to participate in the ISO's new

markets.

4. Once the enhancements to the Participating Load program are implemented,

Participating Loads that seek to provide ancillary services in the ISO markets will have

the ability to designate a large number of operational constraints, which will provide

them additional flexibility to participate in the iSO markets. These enhancements will

provide Participating Loads with greater flexibility in some respects than a generating

resource. These operational constraints are expected to include:

.. A minimum load reduction time, which will allow a Participating Load to impose a

minimum demand response period;

. A maximum load reduction time, which will limit the demand response duration,

after which a Participating Load will be returned to its base load;

.. A minimum base load time, which will allow a Participating Load to designate a

minimum amount of time when the resource must remain at base load (after

returning to it) before the resource can again provide demand response;

- 2-



. A maximum number of daily load reductions, which will allow a Participating Load

to limit demand response periods in a Trading Day; and

. A load reduction initiation time, which will allow a Participating Load to designate

a prior notification time before the resource can enter a demand response period

(where the resource schedule is reduced below the resource's base load).

5. In the November 19 Order, the Commission rejected the ISO's initial explanation

as to how the ISO will comply with certain provisions of the Commission's Order No.

719 relating to allowing demand response resources to provide ancillary services. The

Commission stated that it would require the ISO to give demand response resources

providing ancillary services "the ability to specify the maximum number of times that

they may be dispatched to a different output level during a day." November 19 Order at

P 37.

6. In determining how to apply this statement to the ISO's Participating Load

program, I believe there are two possible interpretations of this directive. The first

interpretation, which I believe is the interpretation which is most consistent with the

Commission's objective of enhancing the ability of demand response resources to

participate in ISO markets, is that the ISO is required to allow demand response

resources (i.e., Participating Loads) the ability to specify the maximum number of

dispatch periods (i.e., periods in which the ISO may dispatch the demand response

resources below their base load to at least their minimum curtailment levels) for those

resources during a day. If this interpretation is correct, then the ISO's Participating
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Load program enhancements will implement additional constraint in its unit commitment

function to satisfy the maximum number of dispatch periods for Participating Loads,

consistent with the requirements of Order 719 as clarified by the November 19 Order.

7. The second possible interpretation of the explanation in the November 19 Order,

which is the interpretation I believe is inconsistent with the Commission's objective of

enhancing the ability of demand response resources to participate in ISO markets, is

that the ISO is required to allow demand response resources to specify a maximum

number of times during the day when the ISO can issue dispatch instructions to change

the megawatt (MW) levels of those resources between their minimum and maximum

curtailment levels. If this interpretation were to be adopted, it would have extremely

problematic consequences both for demand response resources providing ancillary

services and for the ISO, for the reasons I will describe.

8. Under the ISO's new market design, the ISO's real-time market software

operates in two time frames that are relevant here. Dispatches of resources to different

MW levels occur every five minutes, as part of the real-time dispatch ("RTD") process,

while unit commitment decisions and the procurement of ancillary services occur every

15 minutes. These different time frames are due, in part, to current state-of-the-art

software processing limitations. The ISO software processes that address unit

commitment decisions cannot solve every five minutes.
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9. If the ISO were to be required to allow Participating Loads providing ancillary

services to specify the maximum number of times during the day when the ISO can

issue dispatch instructions to change the MW levels of those resources, then, in order to

satisfy that requirement, the ISO would have to create a new integer variable constraint

and introduce that constraint into the software it uses to run the iSO markets processes.

The integer variable constraint would have to consider each change in MW as a start-up

or as a commitment decision. This constraint would create complications for the overall

market design and performance.

10. Introducing this new integer variable constraint into the market software would

increase, to significantly longer than five minutes, the amount of time needed to obtain a

real-time market solution for Participating Loads providing ancillary services. Therefore,

due to the introduction of the constraint, it would be impossible for such Participating

Loads to be dispatched pursuant to the five-minute RTD. This would prevent

Participating Loads that designate a maximum number of times during the day when the

iSO can issue dispatch instructions to change the MW levels of those resources from

meeting the criteria for providing Regulation, the highest-quality ancillary service, which

requires an instantaneous response to dispatch instructions. This would also introduce

complexity to the market design to bring the Participating Load resource back to its

base load value if either (a) its regulation award were called upon by Automatic

Generation Control to provide energy curtailment within the five- minute intervals, or (b)

its operating reserves were dispatched below its minimum curtailable level in excess of

maximum number of dispatches. Assuming that a Participating Load would eventually
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want the ISO to return its load to its base level after the need for the ancillary service

reserves concluded, the ISO market design would need either to allow an additional

dispatch above the specified daily limit, or to forbid the final set of dispatches that bring

the Participating Load below its base level, even though those dispatches are within the

daily limit.

11. Further, attempting to include a new integer variable constraint to implement a

maximum number of MW level dispatches for Participating Loads in the 15-minute real-

time unit commitment time horizon could create software performance issues that could

potentially hinder the ISO's ability to meet the market time-line within the 15-minute time

frame. If this functionality could not be reliably included in the 15-minute real-time unit

commitment time horizon, the ISO would need to develop an approximation that

processes such a constraint every 30 minutes or 60 minutes. If this were necessary,

Participating Loads designating a maximum number of daily dispatches could only

provide ancillary services for capacity that can be dispatched every 30 minutes or every

60 minutes. This would limit these Participating Loads to providing only non-spinning

operating reserves, the lowest-quality ancillary service procured in the ISO markets.

12. Thus although it is possible that the ISO could resolve some of the software

performance issues associated with the second possible interpretation of the

Commission's directive, doing so would not only require a significant commitment of

time and resources by the ISO but it would also substantially limit the ability of demand
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response resources utilizing the maximum dispatch functionality to provide ancillary

services.

13. For all these reasons, the Commission should confirm that the ISO will comply

with the requirements of Order 719 as clarified by the November 19 Order by providing

Participating Loads with the ability to specify the maximum number of dispatch periods

(i.e., periods in which the ISO may dispatch the demand response resources below their

base load to at least their minimum curtailment levels) for those resources.

I affirm under penalty of perjury that the foregoing statements are true and correct to the

best of my knowledge, information, and belief.

i .¡-/ fiJ~øjl~~v-'
Khaled Abdul-Rahman

Executed this 22d day of December, 2009.
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CERTIFICATE OF SERVICE

I hereby certify that I have served the foregoing document upon the

parties listed on the official service lists in the captioned proceedings, in

accordance with the requirements of Rule 2010 of the Commission’s Rules of

Practice and Procedure (18 C.F.R. § 385.2010).

Dated at Washington, D.C. this 22d day of December, 2009.

_/s/ Sean A. Atkins____________

Sean A. Atkins
Alston & Bird LLP


