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12.6
Credit Obligations Applicable to CRRs.

12.6.1
Credit Requirements for CRR Allocations.

Subject to applicable requirements of Section 36.9.2 of Appendix BB concerning the prepayment of Wheeling Access Charges, Load-Serving Entities eligible to participate in any CRR Allocation are not required to provide additional Financial Security in advance of a CRR Allocation.

12.6.2

Credit Requirements for CRR Auctions.

To establish available credit for participating in any CRR Auction, each CRR Holder or Candidate CRR Holder must have an Unsecured Credit Limit or have provided Financial Security in a form consistent with Section 12.1.2.  Each CRR Holder or Candidate CRR Holder may choose to designate a portion of its Unsecured Credit Limit and/or posted Financial Security specifically for the CRR Auction by notifying the ISO of the CRR Holder’s or Candidate CRR Holder’s intent.  Alternatively, the CRR Holder or Candidate CRR Holder may choose to post additional Financial Security to cover its participation in the CRR Auction, and shall notify the ISO of the portion of its total Financial Security to be assigned as its CRR Auction bidding limit.  Each CRR Holder or Candidate CRR Holder that participates in a CRR Auction shall ensure that its Aggregate Credit Limit in excess of its Estimated Aggregate Liability is the greater of $500,000 or the sum equal to the sum of the absolute values of all of its bids for CRRs submitted in the relevant CRR Auction plus the sum of the Credit Margins for all of the CRRs for which the Candidate CRR Holder submits bids in the relevant CRR Auction.  A CRR Holder or Candidate CRR Holder that fails to satisfy this requirement shall not be permitted to participate in the relevant CRR Auction, or shall have bids exceeding its Available Credit Limit for participation in the CRR Auction, in accordance with the above formula, rejected by the ISO.
12.6.3
Credit Requirements for the Holding of CRRs.

12.6.3.1
Credit Requirements Generally.
(a)  
Each CRR Holder, whether it obtains CRRs through a CRR Allocation or a CRR Auction, must maintain an Aggregate Credit Limit in excess of its Estimated Aggregate Liability including the credit requirement of the CRR portfolio determined as described in this Section 12.6.3.  CRR Holders obtaining CRRs in the initial CRR Allocation will be required to comply with the credit requirements associated with such CRRs as determined by the ISO after completion of the initial CRR Auction.  The ISO shall issue a market notice after completion of the initial CRR Auction to announce that CRR Holders obtaining CRRs in the initial CRR Allocation must comply with such credit requirements.

(b)
Each CRR Holder shall be required to ensure that its Aggregate Credit Limit is sufficient to satisfy the credit requirements described in this Section 12.6.3.  Except as provided in this paragraph, CRRs are evaluated on a portfolio basis as follows.  If a CRR Holder owns more than one CRR, such CRR Holder shall be subject to an overall credit requirement that is equal to the sum of the individual credit requirements applicable to each of the CRRs held by such CRR Holder.  If this sum is positive, the amount will be added to the CRR Holder’s Estimated Aggregate Liability.  However, if the sum is negative, the CRR Holder’s Estimated Aggregate Liability shall not be reduced.  If a CRR Holder holds one or more CRRs obtained through a CRR Allocation and also holds one or more CRRs obtained through a CRR Auction, the individual credit requirements applicable to any of the CRRs obtained through a CRR Allocation may not be netted against the individual credit requirements applicable to any of the CRRs obtained through a CRR Auction in determining such CRR Holder’s Estimated Aggregate Liability.
(c)
The ISO shall reevaluate the credit requirements for holding CRRs, and shall adjust the credit requirements accordingly, not less than monthly.  The ISO may adjust the credit requirements for holding CRRs with terms of one year or less at the ISO’s discretion to account for changes in the monthly auction prices for CRRs and changes in the Historical Expected Values for CRRs, or more frequently than monthly if necessary.  The ISO may also adjust the credit requirements for holding Long Term CRRs annually to reflect the number of years remaining in the term of any Long Term CRR, to reflect the changes in auction prices of one-year CRRs in annual auctions, and to reflect updates to Credit Margins based on actual Locational Marginal Price data derived from market operations.

 (d)
In cases where the ownership of a CRR is to be transferred through either the Secondary Registration System or through Load Migration, the ISO shall evaluate and adjust the credit requirements for both the current owner of the CRR and the prospective owner of the CRR as appropriate prior to the transfer.  If additional Financial Security is required from either the current or prospective owner, the transfer will not be completed until such Financial Security has been provided to and accepted by the ISO.

12.6.3.2
Calculation of the Credit Amount Required to Hold a CRR With a Term of One Year or Less.

Each CRR Holder that holds a CRR with a term of one year or less shall be subject to a credit requirement ($/MW) equal to the negative of the most recent CRR Auction Price of such CRR or the Historical Expected Value of such CRR, whichever is lower, plus the Credit Margin for such CRR.  The CRR Auction Price will be used until twelve (12) months of historical market operations data are available.
12.6.3.3
Calculation of the Credit Amount Required to Hold a Long Term CRR.

Each CRR Holder that holds a Long Term CRR shall be subject to a credit requirement ($/MW) equal to (i) the negative of the most recent CRR Auction Price of a CRR with the same source and sink as the Long Term CRR but with only a one-year term, plus (ii) the Credit Margin calculated for the one-year CRR.  If there is less than one year remaining in the term of a Long Term CRR, the credit requirement shall be determined pursuant to Section 12.6.3.2.

12.6.3.4
Calculation of Credit Margin.

The Credit Margin ($/MW) for a CRR is equal to (i) the Expected Congestion Revenue minus (ii) the Fifth Percentile Congestion Revenue of such CRR.  Both values will be based on the probability distribution of Congestion revenue of such CRR calculated using historical Locational Marginal Price data, when available, and proxy values, including data taken from Locational Marginal Price studies conducted by the ISO, until such time as historical Locational Marginal Price data is available, with the details of such calculation published in a Business Practice Manual.  The ISO may reassess its determinations regarding the Credit Margin determination at any time and shall require additional Financial Security if the reassessment results in an increase in a CRR Holder’s Estimated Aggregate Liability that is not covered by a CRR Holder’s Aggregate Credit Limit (consisting of the CRR Holder’s Unsecured Credit Limit and/or Financial Security).
12.6.4
Credit Requirements for Sales of Allocated CRRs.
Each Load-Serving Entity that sells a CRR obtained through a CRR Allocation shall, as a prerequisite to the sale of any such CRR, have an Aggregate Credit Limit with a sufficient margin to cover the credit requirement for holding the Offsetting CRR that the Load-Serving Entity would be responsible for assuming in the event of Load Migration from the Load-Serving Entity to another Load-Serving Entity pursuant to Section 36.8.5.3 of Appendix BB.  The credit requirement for holding the Offsetting CRR will be included in the Estimated Aggregate Liability of the Load-Serving Entity upon the transfer of the allocated CRR.
* * *

ISO TARIFF APPENDIX A
Master Definition Supplement
* * *
	Historical Expected Value
	The expected value of a CRR, as calculated by the ISO, is based on monthly historical market operation data for the applicable month.  Such values will be established based on at least one (1) year and up to three (3) years of historical market operations data.  


* * *

ISO TARIFF APPENDIX BB

* * *

PART D.
CANDIDATE CRR HOLDER AND CRR HOLDER REQUIREMENTS
* * *

4.10.1.5.1
Information Requirements.

The Candidate CRR Holder applicant must submit with its application:

(a)
the proposed date for commencement of the CRR Allocation, CRR Auction or Secondary Registration System in which the applicant intends to qualify to participate, which may not be less than sixty (60) days after the date the application was filed, unless waived by the CAISO;

(b)
Financial Security information as set forth in Sections 12.1 and 12.6 of the ISO Tariff; 

(c)
proof of completion of CRR training or expected completion of CRR training; and



(d)
the prescribed non-refundable application fee.
* * *

4.10.1.9.1
Notice of Completed Registration and Qualification of Candidate CRR Holder.

Once the CAISO has accepted a Candidate CRR Holder applicant’s application, the CAISO will provide the Candidate CRR Holder applicant with a final written notice to certify that a Candidate CRR Holder applicant has become a Candidate CRR Holder.  The CAISO shall issue such final written notice of full registration and qualification as a Candidate CRR Holder after the CAISO has determined that the Candidate CRR Holder applicant has fully satisfied all the following requirements:

(a)
fully executed a CRR Entity Agreement with the CAISO;

(b)
provided its bank account information and arranged for Fed-Wire transfers; 

(c)
met the Financial Security requirements of Sections 12.1 and 12.6 of the ISO Tariff; 

(d)
certified that it has attended required CRR training; and 

(e)
obtained and installed any necessary software for communication with the CAISO as necessary.
* * *

4.10.3.1
Prior Notice Requirements.

(a)
A CRR Entity Agreement may be terminated by the CAISO on written notice to the Candidate CRR Holder or CRR Holder that is a party to the CRR Entity Agreement in accordance with the terms of the CRR Entity Agreement:

(i)
if the Candidate CRR Holder or CRR Holder no longer meets the requirements for eligibility set out in Section 4.10 of this Appendix and fails to remedy the default within a period of seven (7) days after the CAISO has given written notice of the default; 

(ii)
if the Candidate CRR Holder or CRR Holder fails to pay any sum under this CAISO Tariff and fails to remedy the default within a period of five (5) Business Days after the CAISO has given written notice of the default; or

(iii)
if the Candidate CRR Holder or CRR Holder commits any other default under this CAISO Tariff or any of the Business Practice Manuals which, if capable of being remedied, is not remedied within thirty (30) days after the CAISO has given it written notice of the default.

(b)
The Candidate CRR Holder or CRR Holder may terminate its CRR Entity Agreement in accordance with the provisions of that agreement.

(c)
Upon termination of the CRR Entity Agreement, Candidate CRR Holders or CRR Holders shall continue to be liable for any outstanding financial or other obligations incurred under the CAISO Tariff as a result of their status as a Candidate CRR Holder or CRR Holder. 

(d)
The CAISO shall, following termination of a CRR Entity Agreement and within thirty (30) days of being satisfied that no sums remain owing by the Candidate CRR Holder or CRR Holder under the CAISO Tariff, return or release to the Candidate CRR Holder or CRR Holder, as appropriate, any Financial Security support provided by such Candidate CRR Holder or CRR Holder to the CAISO under Sections 12.1 and 12.6 of the CAISO Tariff.
* * *

PART
G.
DEFINITIONS

* * *

	CRR Year Four
	Second, third and fourth quarters of calendar year 2011 and first quarter of calendar year 2012.


* * *

	CRR Year One
	 Second, third and fourth quarters of calendar year 2008 and first quarter of calendar year 2009.


* * *

	CRR Year Three
	Second, third and fourth quarters of calendar year 2010 and first quarter of calendar year 2011.


* * *
	CRR Year Two
	 Second, third and fourth quarters of calendar year 2009 and first quarter of calendar year 2010.


* * *

	Monthly CRR Load Metric
	The load metric used for eligibility as provided in Section 36.8.2.2.


* * *

PART
H.
CONGESTION REVENUE RIGHTS

* * *

36.3  

CRR Specifications.

36.3.1  

Quantity.  

CRRs are distributed and settled in no less than one-thousandth of a MW denomination.
* * *

36.4  

FNM for CRR Allocation and CRR Auction. 

When the CAISO conducts its CRR Allocation and CRR Auction, the CAISO shall use the most up-to-date DC FNM which is based on the AC FNM used in the Day-Ahead Market.  The Seasonal Available CRR Capacity shall be based on the DC FNM, taking into consideration the following, all of which are discussed in the applicable Business Practice Manual: (i) any long-term scheduled transmission Outages, (ii) OTC adjusted for any long-term scheduled derates, and (iii) a downward adjustment due to TOR as determined by the CAISO.  The Monthly Available CRR Capacity shall be based on the DC FNM, taking into consideration: (i) any scheduled transmission Outages known at least thirty (30) days in advance of the start of that month as submitted for approval consistent with the criteria specified in Section 36.4.3 of this Appendix, (ii) adjustments to compensate for the expected impact of Outages that are not required to be scheduled thirty (30) days in advance, including unplanned transmission Outages, (iii) adjustments to restore Outages or derates that were applied for use in calculating Seasonal Available CRR Capacity but are not applicable for the current month, (iv) any new transmission facilities added to the CAISO Controlled Grid that were not part of the DC FNM used to determine the prior Seasonal Available CRR Capacity and that have already been placed in-service and energized at the time the CAISO starts the applicable monthly process, (v) OTC adjusted for any scheduled derates or Outages for that month, and (vi) a downward adjustment due to TOR as determined by the CAISO.  For the first monthly CRR Allocation and CRR Auction for CRR Year One, to account for any planned or unplanned Outages that may occur for the first month of CRR Year One, the CAISO will derate all flow limits, including Transmission Interface limits and normal thermal limits based on statistical factors determined as provided in the Business Practice Manuals.
* * *

36.4.3
Scheduling Requirements for Outages that May Have a Significant Effect on CRR Revenue Adequacy.

As provided in Section 9.3.6.3.2 of the MRTU Tariff, Outages that may have a significant effect upon CRR revenue adequacy must be submitted for approval no less than thirty (30) days in advance of the first day of the month in which the Outage is proposed to begin.  Outages that may have a significant effect upon CRR revenue adequacy are defined in terms of the type of facility and the planned duration of the Outage.  Outages of the types of transmission facilities described below that extend beyond a twenty-four (24) hour period must be submitted for CAISO approval consistent with this 30-day advance submittal requirement.  The types of transmission facilities on the CAISO Controlled Grid to which this 30-day advance submittal and approval requirement applies consist of transmission facilities that:
(a)
are rated above 200 kV; or 

(b)
are part of any defined flow limit as described in a CAISO Operating Procedure; or

(c)
were out of service in the last three (3) years and for which the CAISO determined a special flow limit was needed for real-time operation.

A list of the transmission facilities that satisfy criteria (b) and (c) above is provided in the Operating Procedures.  The list will be reviewed by the CAISO on an annual basis and revised as appropriate.  The following types of Outages need not be submitted for approval within this thirty-day time frame and will not be designated as Forced Outages if they otherwise comply with the requirements in Section 9.3.6 of the MRTU Tariff: (1) Outages previously approved by CAISO that are moved within the same calendar month either by the CAISO or by request of the Participating TO; and (2) Outages associated with CAISO-approved allowable transmission maintenance activities during restricted maintenance operations as covered in CAISO Operating Procedures.

* * *
36.7.1  

Transfer of CRRs.  

36.7.1.1
General Provisions of CRR Transfers.

A CRR Holder may sell or otherwise transfer CRRs in increments of at least one-thousandth of a MW.  Sales or other such transfers must be for at least a full day term consistent with the on-peak or off-peak specification of the CRR.  The transferee may be any entity that is a Candidate CRR Holder or a CRR Holder consistent with the CAISO Tariff and the applicable Business Practice Manuals.  All CRRs that are so sold or otherwise transferred by the CRR Holder continue to be subject to the relevant terms and conditions set forth in the CAISO Tariff and the applicable Business Practice Manuals.
* * *

36.8.2.2  
Monthly CRR Eligible Quantity.
36.8.2.2.1
Based on Load Forecast.  

Each month, LSEs whose load forecasts are verifiable in accordance with Section 36.8.6 of this Appendix, will submit hourly load forecast data for the relevant month.  For the load for which the LSEs submits forecast data, each month the CAISO, will use the LSE’s submitted hourly load forecast data for the relevant month to calculate two load duration curves (one on-peak and one off-peak load duration curve for the applicable month) to form the basis for monthly allocations for each CRR Sink in which the LSE serves Load.  Each LSEs submitted hourly forecast data should reflect any Load growth that is not due to Load Migration as well as the effect of net Load Migration for that LSE.  The Monthly CRR Load Metric for such load is the MW level of Load that is exceeded only in 0.5% of the hours based on the LSE’s submitted load forecast.  The CAISO will calculate an LSE’s Monthly CRR Eligible Quantity by subtracting from that LSE’s Monthly CRR Load Metric the quantity of Load served by its TORs, ETCs, and Converted Rights.  In addition, the CAISO will adjust the LSE’s Monthly CRR Eligible Quantity, if such an adjustment is determined to be necessary pursuant to Section 36.8.6 of this Appendix.
36.8.2.2.2
Based on Historical Load Data

LSEs that serve load that is eligible for CRRs but for which its load forecast is not verifiable in accordance with Section 36.8.6 of this Appendix, shall, each month, submit to the CAISO five (5) years of prior hourly historical load data for that Load for the same applicable month.  Such LSEs may submit fewer years of historical data for that Load if granted a waiver by the CAISO because five (5) years of such load data does not exist.  Each month the CAISO will use the LSE’s submitted hourly historical load data for the relevant month to calculate two (2) load duration curves for each year of historical load data (one on-peak and one off-peak load duration curve for the applicable month) for each CRR Sink in which such Load is located.  For each load duration curve the CAISO will calculate the MW level of Load that is exceeded only in 0.5% of the hours.  The CAISO will calculate an LSE’s Monthly CRR Eligible Quantity for each time of use period for such Load by averaging the 0.5% exceeded values for all years of submitted historical data, and then subtracting the quantity of Load served by its TORs, ETCs, and Converted Rights.
* * *

36.8.3.2.2
Tier 2.  In tier 2 of the monthly CRR Allocations, an LSE or a Qualified OCALSE may nominate and the CAISO will allocate to the LSE or Qualified OCALSE Monthly CRRs up to one hundred percent (100%) of the difference between its CRR Eligible Quantity and the quantity of Seasonal CRRs and previously allocated Long Term CRRs that apply to that month and time of use period, minus the quantity of CRRs the entity was allocated in tier 1 of the CRR Year One monthly CRR Allocation.  An LSE or a Qualified OCALSE can nominate Monthly CRRs sourced at Trading Hubs.  In running the SFT the CAISO shall disaggregate the Monthly CRR nominations sourced at Trading Hubs as described in Section 36.8.4.1 of this Appendix.  In tier 2 of the monthly CRR Allocation, Sub-LAPs will be eligible CRR Sinks provided that the Sub-LAP is within the nominating LSE’s Default LAP.  A Qualified OCALSE can only nominate CRRs from its verified CRR Sources as provided in Section 36.8.3.4.2 of this Appendix.

* * *
36.8.3.4.1
CRR Year One Source Verification for LSEs.
In CRR Year One, nominations for tier 1 and tier 2 of the annual CRR Allocation and tier 1 of the monthly CRR Allocations must be source verified for all LSEs.  The CAISO will make available, prior to the beginning of the allocation process, a list of allowable CRR Sources to be used in the allocation.  An LSE must demonstrate that it could actually submit Bids, including Self-Schedules and Inter-SC Trades, for Energy from the locations to be nominated as CRR Sources to serve its Load either through ownership of, or contractual rights to receive Energy from, the relevant Generating Units, or a contract to take ownership of power at the relevant source, such as a Trading Hub or a Scheduling Point.  For the second, third and fourth quarters of calendar year 2008 for CRR Year One, in conducting its source verification the CAISO will use data for the period beginning April 1, 2006 and ending December 31, 2006.  For the first quarter of calendar year 2009 for CRR Year One, the CAISO will use data for the period beginning January 1, 2007 and ending March 31, 2007 as the basis for verification.  Such demonstrations shall be provided by the requesting LSE to the CAISO through the submission of a written sworn declaration by an executive employee authorized to represent the LSE and attest to the accuracy of the data demonstration.  As necessary, the CAISO may request, and such LSE must produce in a timely manner, documents in support of such declaration.
* * *

36.8.3.5.1
Tier 1 – Priority Nomination Process.  
Tier 1 of the annual CRR Allocation in years beyond CRR Year One will be a Priority Nomination Process through which CRR Holders may nominate some of the same CRRs that they were allocated in the immediately previous annual CRR Allocation process.  As provided in Section 36.8.3.4.2 of this Appendix, nominations by a Qualified OCALSE in the PNP are subject to source verification.  In all annual CRR Allocations after CRR Year One, an LSE or a Qualified OCALSE may make PNP nominations up to the lesser of: (1) two-thirds of its Seasonal CRR Eligible Quantity, minus the quantity of previously allocated Long Term CRRs for each season, time of use period and CRR Sink for that year; or, (2) the total quantity of Seasonal CRRs allocated to that LSE in the previous annual CRR Allocation, minus the quantity of previously allocated Long Term CRRs for each season, time of use period and CRR Sink, and minus any reduction for net loss of Load or plus any increase for net gain of Load through retail Load Migration as described in Section 36.8.5.1 of this Appendix.  In addition, an LSE’s or Qualified OCALSE’s nomination of any particular CRR Source-Sink combination in the PNP may not exceed the MW quantity of CRRs having that CRR Source and CRR Sink that the LSE or Qualified OCALSE was allocated in the previous annual CRR Allocation for the same season and time of use period, and in the case of an LSE, adjusted for net Load loss or gain resulting from Load Migration as described in Section 36.8.5.2.2 of this Appendix.  An LSE or a Qualified OCALSE may not nominate CRRs sourced at Trading Hubs in the PNP.  CRRs whose CRR Sink is a Sub-LAP are not eligible for nomination in the PNP.  A CRR whose CRR Sink is a Custom LAP or PNode is eligible for nomination in the PNP.  PNP Eligible Quantities are not affected by secondary transfers of CRRs, except as performed by the CAISO to reflect Load Migration as described in Section 36.8.5 of this Appendix.  That is, with the exception of transfers to reflect Load Migration:  (i) an LSE or a Qualified OCALSE may nominate in the PNP a CRR it was allocated in the prior annual CRR Allocation even though it transferred that CRR to another party during the year, and (ii) an LSE or a Qualified OCALSE may not nominate in the PNP a CRR that it received through a secondary transfer from another party.  CRRs received through a CRR Auction are not eligible for nomination in the PNP.  CRRs received as Offsetting CRRs to reflect Load Migration are not eligible for nomination in the PNP.  The maximum quantity of CRRs that an LSE or a Qualified OCALSE may nominate in the PNP is fifty percent (50%) of its Adjusted Load Metric, minus any previously allocated Long Term CRRs that are valid for the term of the CRRs being nominated.  The CAISO does not guarantee that all CRR nominations in the PNP will be allocated.  The CAISO will conduct an SFT to determine whether all CRR nominations in the PNP are simultaneously feasible.  If the SFT determines that all priority nominations are not simultaneously feasible, the CAISO will reduce the allocated CRRs until simultaneous feasibility is achieved.

* * *

36.8.6  

Load Forecasts Used to Calculate CRR MW Eligibility.  

The CAISO will work closely with appropriate state and Local Regulatory Authorities and agencies to ensure that historical Load data and load forecasts used to establish Seasonal and Monthly CRR Eligible Quantities as provided in Section 36.8.2 of this Appendix are consistent with the data and forecasts used to establish resource adequacy requirements.

* * *

36.13.4  
Bids in the CRR Auctions.  

Bids to purchase CRRs shall be submitted in accordance with the requirements set out in this Section 36.13.4 and as further specified in the applicable Business Practice Manuals.  Once submitted to the CAISO, CRR bids may not be cancelled or rescinded by the Market Participant after the CRR Auction is closed.  Market Participants may bid for Point-to-Point CRRs and Multi-Point CRRs.  Each bid for a Point-to-Point CRR shall specify:


a) The associated month or season and time of use period;


b) The associated CRR Source and CRR Sink;  

c) A monotonically non-increasing piecewise linear bid curve in quantities (denominated in one-thousandth of MW) and prices ($/MW).
Each bid for a Multi-Point CRR shall specify:

d) The associated month or season and time of use period; 

e) The associated CRR Sources and CRR Sinks;

f) For each CRR Source, a monotonically non-decreasing piecewise linear bid curve in quantities (denominated in one-thousandth of MW) and prices ($/MW).

g) For each CRR Sink, a monotonically non-increasing piecewise linear bid curve in quantities (denominated in one-thousandth of MW) and prices ($/MW).  

Bid prices in all CRR bids may be negative.

* * *
PART M.
CRR MONITORING AND AFFILIATE DISCLOSURE REQUIREMENTS
39.9  

CRR Monitoring and Affiliate Disclosure Requirements.

The CAISO will monitor the CRR holdings and CAISO Markets activity for anomalous market behavior, gaming, or exercise of market power resulting from CRR ownership concentrations that are not aligned with actual transmission usage as a result of secondary market auction outcomes.  If the CAISO identifies such behavior it may seek FERC approval to impose position limits on the total number or MW quantity of CRRs that may be held by any single entity and its Affiliates.  Each CRR Holder or Candidate CRR Holder must notify the CAISO of all entities that are Affiliates or become Affiliates of the CRR Holder or Candidate CRR Holder.
* * *

4th Replacement CAISO Tariff (MRTU)
* * *

12.6
Credit Obligations Applicable to CRRs.

12.6.1
Credit Requirements for CRR Allocations.

Subject to applicable requirements of Section 36.9.2 concerning the prepayment of Wheeling Access Charges, Load Serving Entities eligible to participate in any CRR Allocation are not required to provide additional Financial Security in advance of a CRR Allocation.

12.6.2

Credit Requirements for CRR Auctions.

To establish available credit for participating in any CRR Auction, each CRR Holder or Candidate CRR Holder must have an Unsecured Credit Limit or have provided Financial Security in a form consistent with Section 12.1.2.  Each CRR Holder or Candidate CRR Holder may choose to designate a portion of its Unsecured Credit Limit and/or posted Financial Security specifically for the CRR Auction by notifying the CAISO of the CRR Holder’s or Candidate CRR Holder’s intent.  Alternatively, the CRR Holder or Candidate CRR Holder may choose to post additional Financial Security to cover its participation in the CRR Auction, and shall notify the CAISO of the portion of its total Financial Security to be assigned as its CRR Auction bidding limit..  Each CRR Holder or Candidate CRR Holder that participates in a CRR Auction shall ensure that its Aggregate Credit Limit in excess of its Estimated Aggregate Liability is the greater of $500,000 or the sum equal to the sum of the absolute values of all of its bids for CRRs submitted in the relevant CRR Auction plus the sum of the Credit Margins for all of the CRRs for which the Candidate CRR Holder submits bids in the relevant CRR Auction.  A CRR Holder or Candidate CRR Holder that fails to satisfy this requirement shall not be permitted to participate in the relevant CRR Auction, or shall have bids exceeding its Available Credit Limit for participation in the CRR Auction, in accordance with the above formula, rejected by the CAISO.

12.6.3
Credit Requirements for the Holding of CRRs.

12.6.3.1
Credit Requirements Generally.
(a)  
Each CRR Holder, whether it obtains CRRs through a CRR Allocation or a CRR Auction, must maintain an Aggregate Credit Limit in excess of its Estimated Aggregate Liability including the credit requirement of the CRR portfolio determined as described in this Section 12.6.3.  CRR Holders obtaining CRRs in the initial CRR Allocation will be required to comply with the credit requirements associated with such CRRs as determined by the CAISO after completion of the initial CRR Auction.  The CAISO shall issue a Market Notice after completion of the initial CRR Auction to announce that CRR Holders obtaining CRRs in the initial CRR Allocation must comply with such credit requirements.

(b)
Each CRR Holder shall be required to ensure that its Aggregate Credit Limit is sufficient to satisfy the credit requirements described in this Section 12.6.3.  Except as provided in this paragraph, CRRs are evaluated on a portfolio basis as follows.  If a CRR Holder owns more than one CRR, such CRR Holder shall be subject to an overall credit requirement that is equal to the sum of the individual credit requirements applicable to each of the CRRs held by such CRR Holder.  If this sum is positive, the amount will be added to the CRR Holder’s Estimated Aggregate Liability.  However, if the sum is negative, the CRR Holder’s Estimated Aggregate Liability shall not be reduced.  If a CRR Holder holds one or more CRRs obtained through a CRR Allocation and also holds one or more CRRs obtained through a CRR Auction, the individual credit requirements applicable to any of the CRRs obtained through a CRR Allocation may not be netted against the individual credit requirements applicable to any of the CRRs obtained through a CRR Auction in determining such CRR Holder’s Estimated Aggregate Liability.
(c)
The CAISO shall reevaluate the credit requirements for holding CRRs, and shall adjust the credit requirements accordingly, not less than monthly.  The CAISO may adjust the credit requirements for holding CRRs with terms of one year or less at the CAISO’s discretion to account for changes in the monthly auction prices for CRRs and changes in the Historical Expected Values for CRRs, or more frequently than monthly if necessary.  The CAISO may also adjust the credit requirements for holding Long Term CRRs annually, to reflect the changes in auction prices of one-year CRRs in annual auctions, and to reflect updates to Credit Margins based on actual Locational Marginal Price data derived from market operations.

(d)
In cases where the ownership of a CRR is to be transferred through either the Secondary Registration System or through Load Migration, the CAISO shall evaluate and adjust the credit requirements for both the current owner of the CRR and the prospective owner of the CRR as appropriate prior to the transfer.  If additional Financial Security is required from either the current or prospective owner, the transfer will not be completed until such Financial Security has been provided to and accepted by the CAISO.

12.6.3.2
Calculation of the Credit Amount Required to Hold a CRR With a Term of One Year or Less.

Each CRR Holder that holds a CRR with a term of one year or less shall be subject to a credit requirement ($/MW) equal to the negative of the most recent CRR Auction Price of such CRR or the Historical Expected Value of such CRR, whichever is lower, plus the Credit Margin for such CRR.  The CRR Auction Price will be used until twelve (12) months of historical market operations data are available.
12.6.3.3
Calculation of the Credit Amount Required to Hold a Long Term CRR.

Each CRR Holder that holds a Long Term CRR shall be subject to a credit requirement ($/MW) equal to (i) the negative of the most recent CRR Auction Price of a CRR with the same CRR Source and CRR Sink as the Long Term CRR but with only a one-year term, plus (ii) the Credit Margin calculated for the one-year CRR.  If there is less than one year remaining in the term of a Long Term CRR, the credit requirement shall be determined pursuant to Section 12.6.3.2.
12.6.3.4
Calculation of Credit Margin.

The Credit Margin ($/MW) for a CRR is equal to (i) the Expected Congestion Revenue minus (ii) the Fifth Percentile Congestion Revenue of such CRR.  Both values will be based on the probability distribution of Congestion revenue of such CRR calculated using historical Locational Marginal Price data, when available, and proxy values, including data taken from Locational Marginal Price studies conducted by the CAISO, until such time as historical Locational Marginal Price data is available, with the details of such calculation published in a Business Practice Manual.  The CAISO may reassess its determinations regarding the Credit Margin determination at any time and shall require additional Financial Security if the reassessment results in an increase in a CRR Holder’s Estimated Aggregate Liability that is not covered by a CRR Holder’s Aggregate Credit Limit (consisting of the CRR Holder’s Unsecured Credit Limit and/or Financial Security).
12.6.4
Credit Requirements for Sales of Allocated CRRs.
Each Load Serving Entity that sells a CRR obtained through a CRR Allocation shall, as a prerequisite to the sale of any such CRR, have an Aggregate Credit Limit with a sufficient margin to cover the credit requirement for holding the Offsetting CRR that the Load Serving Entity would be responsible for assuming in the event of Load Migration from the Load Serving Entity to another Load Serving Entity pursuant to Section 36.8.5.3.  The credit requirement for holding the Offsetting CRR will be included in the Estimated Aggregate Liability of the Load Serving Entity upon the transfer of the allocated CRR.
* * *

36.3

CRR Specifications.

36.3.1

Quantity.

CRRs are distributed and settled in no less than one-thousandth of a MW denomination.

* * *

36.4

FNM for CRR Allocation and CRR Auction.

When the CAISO conducts its CRR Allocation and CRR Auction, the CAISO shall use the most up-to-date DC FNM which is based on the AC FNM used in the Day-Ahead Market.  The Seasonal Available CRR Capacity shall be based on the DC FNM, taking into consideration the following, all of which are discussed in the applicable Business Practice Manual: (i) any long-term scheduled transmission Outages, (ii) OTC adjusted for any long-term scheduled derates, and (iii) a downward adjustment due to TOR as determined by the CAISO.  The Monthly Available CRR Capacity shall be based on the DC FNM, taking into consideration: (i) any scheduled transmission Outages known at least thirty (30) days in advance of the start of that month as submitted for approval consistent with the criteria specified in Section 36.4.3, (ii) adjustments to compensate for the expected impact of Outages that are not required to be scheduled thirty (30) days in advance, including unplanned transmission Outages, (iii) adjustments to restore Outages or derates that were applied for use in calculating Seasonal Available CRR Capacity but are not applicable for the current month, (iv) any new transmission facilities added to the CAISO Controlled Grid that were not part of the DC FNM used to determine the prior Seasonal Available CRR Capacity and that have already been placed in-service and energized at the time the CAISO starts the applicable monthly process, (v) OTC adjusted for any scheduled derates or Outages for that month, and (vi) a downward adjustment due to TOR as determined by the CAISO.  For the first monthly CRR Allocation and CRR Auction for CRR Year One, to account for any planned or unplanned Outages that may occur for the first month of CRR Year One, the CAISO will derate all flow limits, including Transmission Interface limits and normal thermal limits based on statistical factors determined as provided in the Business Practice Manuals.
* * *

36.4.3
Scheduling Requirements for Outages that May Have a Significant Effect on CRR Revenue Adequacy.

As provided in Section 9.3.6.3.2, Outages that may have a significant effect upon CRR revenue adequacy must be submitted for approval no less than thirty (30) days in advance of the first day of the month in which the Outage is proposed to begin.  Outages that may have a significant effect upon CRR revenue adequacy are defined in terms of the type of facility and the planned duration of the Outage.  Outages of the types of transmission facilities described below that extend beyond a twenty-four (24) hour period must be submitted for CAISO approval consistent with this 30-day advance submittal requirement.  The types of transmission facilities on the CAISO Controlled Grid to which this 30-day advance submittal and approval requirement applies consist of transmission facilities that:

(a)
are rated above 200 kV; or 

(b)
are part of any defined flow limit as described in a CAISO Operating Procedure; or

(c)
were out of service in the last three (3) years and for which the CAISO determined a special flow limit was needed for real-time operation.

A list of the transmission facilities that satisfy criteria (b) and (c) above is provided in the Operating Procedures.  The list will be reviewed by the CAISO on an annual basis and revised as appropriate.  The following types of Outages need not be submitted for approval within this thirty-day time frame and will not be designated as Forced Outages if they otherwise comply with the requirements in Section 9.3.6: (1) Outages previously approved by CAISO that are moved within the same calendar month either by the CAISO or by request of the Participating TO; and (2) Outages associated with CAISO-approved allowable transmission maintenance activities during restricted maintenance operations as covered in CAISO Operating Procedures.
* * *

36.7.1

Transfer of CRRs.

36.7.1.1
General Provisions of CRR Transfers.

A CRR Holder may sell or otherwise transfer CRRs in increments of at least one-thousandth of a MW.  Sales or other such transfers must be for at least a full day term consistent with the on-peak or off-peak specification of the CRR.  The transferee may be any entity that is a Candidate CRR Holder or a CRR Holder consistent with the CAISO Tariff and the applicable Business Practice Manuals.  All CRRs that are so sold or otherwise transferred by the CRR Holder continue to be subject to the relevant terms and conditions set forth in the CAISO Tariff and the applicable Business Practice Manuals.

* * *

36.8.2.2
Monthly CRR Eligible Quantity.
36.8.2.2.1
Based on Load Forecast.
Each month, LSEs whose Load forecasts are verifiable in accordance with Section 36.8.6, will submit hourly Load forecast data for the relevant month.  For the Load for which the LSEs submits forecast data, each month the CAISO, will use the LSE’s submitted hourly Load forecast data for the relevant month to calculate two Load duration curves (one on-peak and one off-peak Load duration curve for the applicable month) to form the basis for monthly allocations for each CRR Sink in which the LSE serves Load.  Each LSEs submitted hourly forecast data should reflect any Load growth that is not due to Load Migration as well as the effect of net Load Migration for that LSE.  The Monthly CRR Load Metric for such Load is the MW level of Load that is exceeded only in 0.5% of the hours based on the LSE’s submitted Load forecast.  The CAISO will calculate an LSE’s Monthly CRR Eligible Quantity by subtracting from that LSE’s Monthly CRR Load Metric the quantity of Load served by its TORs, ETCs, and Converted Rights.  In addition the CAISO will adjust the LSE’s Monthly CRR Eligible Quantity, if such an adjustment is determined to be necessary pursuant to Section 36.8.6.
36.8.2.2.2
Based on Historical Load Data.
LSEs that serve Load that is eligible for CRRs but for which its Load forecast is not verifiable in accordance with Section 36.8.6, shall, each month, submit to the CAISO five (5) years of prior hourly historical Load data for that Load for the same applicable month.  Such LSEs may submit fewer years of historical data for that Load if granted a waiver by the CAISO because five (5) years of such Load data does not exist.  Each month the CAISO, will use the LSE’s submitted hourly historical Load data for the relevant month to calculate two (2) Load duration curves for each year of historical Load data (one on-peak and one off-peak Load duration curve for the applicable month) for each CRR Sink in which such Load is located.  For each Load duration curve the CAISO will calculate the MW level of Load that is exceeded only in 0.5% of the hours.  The CAISO will calculate an LSE’s Monthly CRR Eligible Quantity for each time of use period for such Load by averaging the 0.5% exceeded values for all years of submitted historical data, and then subtracting the quantity of Load served by its TORs, ETCs, and Converted Rights.
* * *

36.8.3.4.1
CRR Year One Source Verification for LSEs.

In CRR Year One, nominations for tier 1 and tier 2 of the annual CRR Allocation and tier 1 of the monthly CRR Allocations must be source verified for all LSEs.  The CAISO will make available, prior to the beginning of the allocation process, a list of allowable CRR Sources to be used in the allocation.  An LSE must demonstrate that it could actually submit Bids, including Self-Schedules and Inter-SC Trades, for Energy from the locations to be nominated as CRR Sources to serve its Load either through ownership of, or contractual rights to receive Energy from, the relevant Generating Units, or a contract to take ownership of power at the relevant source such as a Trading Hub or a Scheduling Point.  For the second, third and fourth quarters of calendar year 2008 for CRR Year One, in conducting its source verification the CAISO will use data for the period beginning April 1, 2006 and ending December 31, 2006.  For the first quarter of calendar year 2009 for CRR Year One, the CAISO will use data for the period beginning January 1, 2007 and ending March 31, 2007 as the basis for verification.  Such demonstrations shall be provided by the requesting LSE to the CAISO through the submission of a written sworn declaration by an executive employee authorized to represent the LSE and attest to the accuracy of the data demonstration.  As necessary, the CAISO may request, and such LSE must produce in a timely manner, documents in support of such declaration.
* * *

36.8.3.5.1
Tier 1 – Priority Nomination Process.
Tier 1 of the annual CRR Allocation in years beyond CRR Year One will be a Priority Nomination Process through which CRR Holders may nominate some of the same CRRs that they were allocated in the immediately previous annual CRR Allocation process.  As provided in Section 36.8.3.4.2, nominations by a Qualified OBAALSE in the PNP are subject to source verification.  In all annual CRR Allocations after CRR Year One, an LSE or a Qualified OBAALSE may make PNP nominations up to the lesser of: (1) two-thirds of its Seasonal CRR Eligible Quantity, minus the quantity of previously allocated Long Term CRRs for each season, time of use period and CRR Sink for that year; or, (2) the total quantity of Seasonal CRRs allocated to that LSE in the previous annual CRR Allocation, minus the quantity of previously allocated Long Term CRRs for each season, time of use period and CRR Sink, and minus any reduction for net loss of Load or plus any increase for net gain of Load through retail Load Migration as described in Section 36.8.5.1.  In addition, an LSE’s or Qualified OBAALSE’s nomination of any particular CRR Source-CRR Sink combination in the PNP may not exceed the MW quantity of CRRs having that CRR Source and CRR Sink that the LSE or Qualified OBAALSE was allocated in the previous annual CRR Allocation for the same season and time of use period, and in the case of an LSE, adjusted for net Load loss or gain resulting from Load Migration as described in Section 36.8.5.2.2.  An LSE or a Qualified OBAALSE may not nominate CRRs sourced at Trading Hubs in the PNP.  CRRs whose CRR Sink is a Sub-LAP are not eligible for nomination in the PNP.  A CRR whose CRR Sink is a Custom LAP or PNode is eligible for nomination in the PNP.  PNP Eligible Quantities are not affected by secondary transfers of CRRs, except as performed by the CAISO to reflect Load Migration as described in Section 36.8.5.  That is, with the exception of transfers to reflect Load Migration:  (i) an LSE or a Qualified OBAALSE may nominate in the PNP a CRR it was allocated in the prior annual CRR Allocation even though it transferred that CRR to another party during the year, and (ii) an LSE or a Qualified OBAALSE may not nominate in the PNP a CRR that it received through a secondary transfer from another party.  CRRs received through a CRR Auction are not eligible for nomination in the PNP.  CRRs received as Offsetting CRRs to reflect Load Migration are not eligible for nomination in the PNP.  The maximum quantity of CRRs that an LSE or a Qualified OBAALSE may nominate in the PNP is fifty percent (50%) of its Adjusted Load Metric, minus any previously allocated Long Term CRRs that are valid for the term of the CRRs being nominated.  The CAISO does not guarantee that all CRR nominations in the PNP will be allocated.  The CAISO will conduct an SFT to determine whether all CRR nominations in the PNP are simultaneously feasible.  If the SFT determines that all priority nominations are not simultaneously feasible, the CAISO will reduce the allocated CRRs until simultaneous feasibility is achieved.
* * *

36.8.6

Load Forecasts Used to Calculate CRR MW Eligibility.

The CAISO will work closely with appropriate state and Local Regulatory Authorities and agencies to ensure that historical Load data and Load forecasts used to establish Seasonal CRR Eligible Quantities and Monthly CRR Eligible Quantities as provided in Section 36.8.2 are consistent with the Load data and Load forecasts used to establish resource adequacy requirements.

* * *

36.13.4

Bids in the CRR Auctions.

Bids to purchase CRRs shall be submitted in accordance with the requirements set out in this Section 36.13.4 and as further specified in the applicable Business Practice Manuals.  Once submitted to the CAISO, CRR bids may not be cancelled or rescinded by the Market Participant after the CRR Auction is closed.  Market Participants may bid for Point-to-Point CRRs and Multi-Point CRRs.  Each bid for a Point-to-Point CRR shall specify:

(a)
The associated month or season and time of use period;

(b)
The associated CRR Source and CRR Sink;

(c)
A monotonically non-increasing piecewise linear bid curve in quantities (denominated in one-thousandth of MW) and prices ($/MW).

Each bid for a Multi-Point CRR shall specify:

d)
The associated month or season and time of use period;

e)
The associated CRR Sources and CRR Sinks;

f)
For each CRR Source, a monotonically non-decreasing piecewise linear bid curve in quantities (denominated in one-thousandth of MW) and prices ($/MW);

g)
For each CRR Sink, a monotonically non-increasing piecewise linear bid curve in quantities (denominated in one-thousandth of MW) and prices ($/MW).

Bid prices in all CRR bids may be negative.

* * *

39.9  

CRR Monitoring and Affiliate Disclosure Requirements.

The CAISO will monitor the CRR holdings and CAISO Markets activity for anomalous market behavior, gaming, or exercise of market power resulting from CRR ownership concentrations that are not aligned with actual transmission usage as a result of secondary market auction outcomes.  If the CAISO identifies such behavior it may seek FERC approval to impose position limits on the total number or MW quantity of CRRs that may be held by any single entity and its Affiliates.  Each CRR Holder or Candidate CRR Holder must notify the CAISO of all entities that are Affiliates or become Affiliates of the CRR Holder or Candidate CRR Holder.

* * *

CAISO Tariff Appendix A

Master Definitions Supplement

* * *

	Historical Expected Value
	The expected value of a CRR, as calculated by the CAISO, is based on monthly historical market operation data for the applicable month.  Such values will be established based on at least one (1) year and up to three (3) years of historical market operations data.


* * *

	CRR Year Four
	 Second, third and fourth quarters of calendar year 2011 and first quarter of calendar year 2012.


* * *

	CRR Year One
	 Second, third and fourth quarters of calendar year 2008 and first quarter of calendar year 2009.


* * *

	CRR Year Three
	 Second, third and fourth quarters of calendar year 2010 and first quarter of calendar year 2011.


* * *

	CRR Year Two
	 Second, third and fourth quarters of calendar year 2009 and first quarter of calendar year 2010.


* * *

	Monthly CRR Load Metric
	The Load metric used for eligibility as provided in Section 36.8.2.2.


* * *
CAISO Legal & Regulatory
1
 05-13-2008

