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The Atlantic Building
950 F Street, NW
Washington, DC 20004-1404

202-756-3300
Fax: 202-756-3333

July 21, 2008

The Honorable Kimberly D. Bose
Secretary

Federal Energy Regulatory Commission
888 First Street, NE

Washington, D.C. 20426

Re: California Independent System Operator Corporation
Compliance Filing
Docket Nos. ER06-615-___ and ER07-1257-__

Dear Secretary Bose:

The California Independent System Operator (“CAISO”)! hereby submits
an original and five copies of the instant filing in compliance with the
Commission’s “Order Conditionally Accepting, Subject to Modification, MRTU
Compliance Filings,” 123 FERC 1] 61,285, issued on June 20, 2008 (“June 20
Order”). Two additional copies of this filing are enclosed to be date-stamped and
returned to our messenger.

l. Background

On February 9, 20086, the CAISO filed a proposed MRTU Tariff that
included modifications to the then-current ISO Tariff reflecting the numerous
changes to the CAISO’s market structure included in the MRTU proposal. On
September 21, 2006, the Commission issued an order conditionally accepting the
MRTU Tariff for filing, subject to modifications.?

! Capitalized terms not otherwise defined herein have the meanings set forth in the Master

Definitions Supplement, Appendix A to the CAISO Tariff (also known as the Market Redesign and
Technology Upgrade or MRTU Tariff). Except where otherwise noted herein, references to
sections are references to sections of the MRTU Tariff.

2 California Independent System Operator Corp., 116 FERC ] 61,274 (20086) (“September
21 Order”).
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The CAISO submitted filings to comply with the September 21, 2006,
Order on November 20 and December 20, 2006. Among the conditions in the
September 21, 2006 Order was that the CAISO modify the MRTU Tariff
concerning the use of Ancillary Service Sub-Regions and of Reliability Must-Run
(“RMR?”) resources and market resources in the CAISO’s procurement of
Ancillary Services.® The CAISO submitted a filing to comply with those
Commission directives on March 20, 2007 (“March 20 Filing”).

On April 20, 2007, the Commission issued an order granting in part and
denying in part requests for clarification and rehearing of the September 21
Order.” Therein, the Commission upheld most of the findings contained in the
September 21 Order, and emphasized that it continued to find the MRTU Tariff to
be just and reasonable. However, the Commission also found that a number of
suggested changes would improve the MRTU Tariff and directed that those
changes be made under several timeframes.

The Commission issued an order on June 25, 2007 that accepted the
CAISO’'s November 20 and December 20, 2006, compliance filings, subject to
modifications.®

On August 3, 2007, as supplemented on August 10, 2007, the CAISO
submitted a filing (“August 3 Filing”) that contained revisions to the MRTU Tariff
to comply with directives in the September 21 Order, the April 20 Order, and the
June 25 Order. The August 3 Filing also included proposed revisions, submitted
pursuant to Section 205 of the Federal Power Act (“FPA"), to enhance the overall
MRTU structure already approved by the Commission. On October 5, 2007, the
CAISO filed a reply to comments and protests regarding the August 3 Filing
(“October 5 Filing™).

On January 9 and March 24, 2008, the Commission issued orders that
addressed the proposals in the August 3 Filin% pertaining to resource adequacy
and the Business Practice Manuals (“BPMs”).° In the June 20, 2008 Order, the
Commission conditionally accepted, subject to modifications, the March 20 Filing
and the proposals in the August 3 Filing it had not previously addressed. It

: Id. at PP 380-81.

4 California Independent System Operator Corp., 119 FERC {61,076 (2007) (“April 20

Order").

5 California Independent System Operator Corp., 119 FERC 161,313 (2007) (“June 25
Order”).

6 California Independent System Operator Corp., 122 FERC 1 61,017 (2008); California

Independent System Operator Corp., 122 FERC 61,271 (2008) (“March 24 Order”).
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directed that many of its modifications be included in a compliance filing within 30
days of the order.

The CAISO submits the instant filing to comply with the directives in the
June 20 Order. The compliance discussion is divided into three sections. The
first discusses tariff changes explicitly directed by the Commission. The second
addresses commitments that the CAISO made in the October 5 Filing that the
Commission did not directly discuss in the June 20 Order, but with which the
Commission directed the CAISO to comply in Paragraph 237 of that Order. The
third section responds to matters discussed in the June 20 Order that the
Commission did not direct be included in a 30-day compliance filing.

Ii. Tariff Revisions Directed in the June 20 Order.

A. Market Power Mitigation.
1. Section 39.7.1.5.

In the August 3 Filing, the CAISO modified Section 39.7.1.5 to provide: “If
[a] Scheduling Coordinator does not elect to use any of the other new options
available pursuant to Section 39.7.1, or if sufficient data do not exist to calculate
a Default Energy Bid using any of the available options,” the CAISO would first
seek to obtain from the Scheduling Coordinator any additional data required for
calculating the Default Energy Bid options available pursuant to Section 39.7.1.
In response to the concern expressed by Pacific Gas and Electric Company
(“PG&E") that the language “other new options” was confusing, the Commission
directed the CAISO to delete the words “other new.”” The CAISO has removed
that language from Section 39.7.1.5 in this compliance filing.

2, Section 39.3.1 — Categories of Conduct that May Warrant
Mitigation.

In response to the Commission’s directive that the CAISO provide further
detail regarding the types of bidding practices that may distort prices or uplift
charges away from those expected in a competitive market,® the CAISO
proposed to amend Section 39.3.1(4) to set forth in two subsections the types of
practices that can result in prices inconsistent with competitive market outcomes:
(i) submitting demand bids at prices that are unjustifiably low relative to the
expected marginal cost of meeting total expected demand resulting in Day-
Ahead Market prices that are significantly below competitive levels and Day-
Ahead Market clearing demand that is significantly below total expected demand;

7 June 20 Order at P 56.

8 June 25 Order at P 418.
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and (ii) registering Start-Up Cost and Minimum Load Cost data or submitting bid
costs on behalf of an electric facility that are unjustifiably high (relative to known
operational characteristics and/or the known operating cost of the resource) or
misrepresenting the physical operating capabilities of an electric facility in uplift
payments or prices significantly in excess of actual costs.

PG&E and Southern California Edison Company (“SCE”) objected to
subsection (i) as imprecise and unnecessary. SCE also noted that a word was
missing from subsection (ii). In compliance with the Commission’s finding in the
June 20 Order that it agreed with these arguments,® this compliance filing deletes
subsection (i) of section 39.3.1(4) and adds the word “resulting” between

({1

“Facility” and “in” in subsection (ii).
B. Residual Unit Commitment (“RUC”) Process.
1. Designations of RUC Zones.

As explained in the June 20 Order, the Commission disagreed with the
argument of the Western Power Trading Forum (“WPTF”) that the CAISO should
delete the word “static” from Section 31.5.3.7.2. In response to WPTF'’s
argument, however, the CAISO had proposed adding clarifying language to the
section: “Once the CAISO has established RUC Zones, the mapping of RUC
zones to Nodes shall be static data and shall be maintained in the Master File.”
The Commission supported that proposal’® and the clarifying language is
included in this compliance filing.

The CAISO has also proposed to delete the words “or posted on the
CAISO Website” from the last sentence of Section 31.5.3.7.2, regarding the
listing of RUC Zones, because this posting allows for transparency of the
procurement process that the CAISO will use to reliably maintain its grid."" This
compliance filing restores that language.

2, Allocation of RUC Compensation Cost.

In response to the Commission directive that it work with the California
Department of Water Resources State Water Project (“SWP”) regarding the
allocation of RUC costs of Participating Load, the CAISO had proposed to modify
Section 11.8.6.5.3 in order to clarify that Participating Load would not be subject
to Tier 1 allocation of RUC compensation costs. SCE protested that such an
exemption would be unjust because Participating Load might underschedule in

° June 20 Order at PP 65-66.
10 Id. at P 85.

i Id. at P 86.
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the Day-Ahead Market because it failed to bid or follow CAISO instructions. The
Commission directed the CAISO to modify this section such that Participating
Load will only be exempt to the extent that Participating Load does not
underschedule in the Day-Ahead Market. '?

In order words, the Commission has directed that if a Participating Load'’s
actual Demand is more than its scheduled Demand, and the difference does not
result from CAISO’s instructions, the Participating Load is subject to a Tier 1
allocation of RUC compensation cost. This compliance filing thus modifies
Section 11.8.6.5.3 to provide that the CAISO will allocate RUC compensation
costs to Participating Loads to the extent of any Net Negative CAISO Demand
Deviation that is not the result of a CAISO instruction to increase Demand.

In response to SWP’s desire for clarification that Aggregated Participating
Load will receive the same exemption, the Commission also instructed the
CAISO to include Aggregated Participating Load in the definition of Participating
Load." The CAISO has made this revision in its November 15, 2007,
compliance filing regarding BPMs and the Commission has accepted the
revision,'® so no further revision is proposed in this compliance filing.

3. Section 31.5.3.7.1 — Use of RUC Zones.

In the June 20 Order, the Commission accepted certain CAISO
corrections and clarifying proposals made in response to concerns expressed by
WPTF." Accordingly, this compliance filing modifies the last sentence of Section
31.5.3.7.1 to identify Section 11.8.6.1 as the settlement provision for RUC
compensation costs and adds the phrase “in the CAISO Control Area” to Section
11.8.6.1.

4, Section 11.8.3.1.3 — RUC Availability Bid Cost.

WPTF pointed out that Section 11.8.3.1.3 in the August 3 Filing contained
an incomplete sentence and the Commission directed the CAISO to correct the
sentence.’® This compliance filing revises the first sentence of the section with
the following italicized language to read, “The RUC Availability Bid Cost is

12 Id. at P 92.

13 Id. at P 93.

" March 24 Order at P 18.
1 June 20 Order at P 98.

1 Id. at P 104. The Commission also ordered that this sentence be completed in

Paragraph 159 of the June 20 Order.
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calculated as the product of the RUC Award with the relevant RUC Availability
Bid price, divided by the number of Settlement Intervals in a Trading Hour.”

C. Full Network Model: Section 6.5.1.4 — Requirements to Obtain
Full Network Model.

The California Public Utility Commission (“CPUC") expressed concern that
the tariff provisions proposed in the August 3 Filing that allowed access to the
Full Network Model for legitimate business reasons did not appropriately
accommodate governmental entities. The Commission approved the CAISO
proposal, made in response to the CPUC’s concern, to revise Section 6.5.1.4(d)
to provide access for a “legitimate business or governmental interest.”’” The
CAISO has already made this revision in its December 21, 2007, “clean-up” filing
in these proceedings (“December 21 Filing”), so no further revision of the MRTU
Tariff is required. The CAISO has not yet made this revision to the currently
effective CAISO Tariff and, therefore, adds the revised version of Section
6.5.1.4(d) to Appendix BB of the currently effective CAISO Tariff in this
compliance filing.

D. Congestion Revenue Rights (“CRRs”): Section 36 - CRR
Provisions.

WPTF protested that the requirement of Section 36.5.2 that CRR Holders
and Candidate CRR Holders must have in their employ a person who has
attended CRR training. WPTF argued that Market Participants should be able to
rely on consultants and third parties. The Commission agreed and directed the
CAISO to revise the tariff accordingly."®

The Commission also agreed with the argument of the Cities of Anaheim,
Azusa, Banning, Colton, Pasadena, and Riverside, California (“Six Cities”) that
Sections 36.8.2 and 36.8.3.4.1 should require that the list of allowable CRR
Sources and Sinks be posted no fewer than 30 days prior to the date Load
Serving Entities (“LSEs”) submit their nominations, and therefore it directed the
CAISO to modify the tariff accordingly.’® In response to concerns expressed by
PG&E, the Commission directed the CAISO to add language to Sections 36.8.2
and 36.8.3.4.1 to ensure that the CRR Sources and CRR Sinks are consistent
with the Full Network Model.?°

i Id. at P 114,
18 Id. at P 136.
19 Id. at P 137.

20 Id. at P 138.
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In accordance with the Commission’s directives, this compliance filing
revises Section 36.5.2 such that Market Participants can comply by obtaining the
services of a third party or consultant who has undergone the necessary training.
It also modifies Sections 36.8.2 and 36.8.3.4.1 to add the 30-day posting
requirement for the annual CRR Allocation and to require that the CRR Sources
and CRR Sinks be consistent with the Full Network Model. In addition, this
compliance filing revises Sections 36.5.2, 36.8.2, and 36.8.3.4.1 of Appendix BB
of the currently effective CAISO Tariff to include these same changes.

E. Metered Subsystems.

1. Allocation of Bid Cost Recovery (“BCR”) to Metered
Subsystem (“MSS”) Entities.

The Northern California Power Agency (“NCPA”") objected to the CAISO’s
proposal for allocating BCR costs to MSS entities that have elected the load-
following options. The Commission accepted the CAISO’s responsive
commitment to modify Section 11.8.6.6 to allocate the Real-Time Market uplift to
load-following MSSs on the basis of Net Negative Uninstructed Deviation with
load-following energy included in the netting.?" It further rejected the CAISO’s
proposal to allocate tier 2 Integrated Forward Market (“IFM”) BCR Uplift costs to
load-following MSS entities that elected not to be eligible for recovery of certain
costs in return for being required to pay imbalance charges only to the extent that
they “lean” on the CAISO grid and directed the CAISO to modify the tariff in
accordance with the terms and conditions of the MSS Agreement.?

This compliance filing revises Section 11.8.6.6 to allocate Real-Time BCR
Uplift to load-following MSS entities according to MSS Net Negative Uninstructed
Deviation, calculated to include the MSS Load Following Energy. The CAISO is,
however, unable to comply with the Commission’s directive on tier 2 IFM BCR
uplift costs for the reasons discussed in its request for clarification or rehearing
filed simultaneously with this filing.

2, Other MSS Bid Cost Recovery Issues.

This compliance filing revises Sections 11.8.2.1.2, 11.8.3.1.2, and 11.8.6.6
as directed by the Commission® to include clarifying language proposed by
WPTF.

2t Id. at P 152,
2 Id. at P 153.

B Id. at P 159.
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The Commission also directed the CAISO to add definitions of the terms
“Bid Cost Shortfall” and “Surplus” as used in Section 11.8.5.%* The terms “IFM
Bid Cost Surplus,” “RUC Bid Cost Surplus,” “RTM Bid Cost Surpius,” “IFM Bid
Cost Shortfall,” “RUC Bid Cost Shortfall,” and “RTM Bid Cost Shortfall” are
already defined, however. Therefore, rather than define “Bid Cost Shortfall” and
“Surplus,” this compliance filing accomplishes the same result by revising Section
11.8.5 to use the existing defined terms more precisely.?®

F. Locational Marginal Pricing (“LMP”).

In accordance with the Commission’s approval of the CAISO’s
commitment, in response to the comments of Powerex Corp. (“Powerex”), this
compliance filing modifies Appendix C to the MRTU Tariff to reflect the following
changes: (1) removal of the word “one” from the last paragraph of Section F; (2)
revision of the phrase “whose physical location is unknown” to read “whose
physical location may be unknown” under Section G; and (3) clarification of
Section A by replacing the phrase “and specified in the Day-Ahead Schedule”
with “as specified in the Day-Ahead Schedule.”® The CAISO notes, however,
that other revisions to Section G are currently pending before the Commission
and the instant compliance filing conforms the revised Section G to be consistent
with the intent of the modification.?” In response to Powerex’s comments, the
CAISO also stated that Appendix C, Section A should be clarified further to
indicate that the marginal prices are limited by resources that are not eligible to
set the price or have constraints such that they cannot be marginal and,
therefore, it is not the case that the highest price resource bid in at a particular
node would set the price. The Commission approved that recommendation®® and
it is included in the compliance filing.

G. Transmission Ownership Rights (“TORs”).
1. Bilateral Agreements Addressing TORs.

In response to a Commission directive regarding Section 17, the CAISO
revised the section to extend the preservation of TOR provisions to existing
agreements between a TOR holder and a Participating Transmission Owner

s Id.

25 In the same discussion, the Commission also directed the CAISO to finish the incomplete

sentence in Section 11.8.3.1.3. This CAISO has already addressed this revision supra.
2 June 20 Order at P 173.
2 See Amendment to the MRTU Tariff, Docket No. ER08-1113-000 (June 17, 2008).

2 June 20 Order at P 176.
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(“TO") that had been accepted by the Commission. In the June 20 Order, the
Commission determined that the revision could inappropriately require a non-
jurisdictional contract to be filed with the Commission as a precondition for being
honored under MRTU, and it directed the CAISO to delete the phrase “which
agreement has been accepted by FERC” from Section 17.2° The compliance
filing makes this revision and the associated deletion of the phrase “FERC-
accepted” in Section 17.

2. Transmission Losses

Pursuant to the June 25 Order, the August 3 Filing modified Section
17.3.3 to honor loss provisions in bilateral agreements between the CAISO and a
TOR holder. The Metropolitan Water District of Southern California
("Metropolitan”) contended that the Commission’s directive was not limited to
bilateral agreements to which the CAISO was a party. In the June 20 Order, the
Commission agreed that the scope of Section 17.3.3(2) is unduly restrictive. It
noted that it had directed the CAISO to preserve existing agreements between
the CAISO and Non-Participating TOs and between Participating TOs and TOR
holders, and found that Sections 17.3.3(2), 11.2.1.7, and 11.5.7.2 fail to reflect
the preservation of agreements between Participating TOs and TOR holders.
The Commission directed the CAISO to further modify those tariff sections to
provide that, in the event of a conflict between the MRTU tariff and a bilateral
agreement between the CAISO and a Non-Participating TO regarding its TORs
or between a Participating TO and a Non-Participating TO regarding its TORs,
the agreement prevails.*® This compliance filing modifies each of those sections
accordingly, with the inclusion of provisions similar to those already incorporated
into the introductory provisions of Section 17 regarding this same matter, and
including references to the “TOR holder” as the relevant party to the subject
agreements to be consistent with the existing provisions of the revised sections.

H. TORs and Existing Transmission Contracts (“ETCs”) —-
Common Issues.

1. Schedule Changes Under ETCs and TORs and the
Application of the Perfect Hedge.

In the August 3 Filing, in order to provide clarity regarding equal treatment
of TORs, the CAISO proposed new Section 17.2(5), which provided that the
submission of a TOR Self-Schedule change pursuant to an agreement between
the CAISO and the TOR holder would not affect the application of the various
provisions regarding the perfect hedge. Metropolitan argued that the new section

2 Id. at P 181,

%0 Id. at P 191.
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inappropriately limited the application of the perfect hedge to TOR Self-
Schedules that are the subject of an existing agreement to which the CAISO is a
party. In the June 20 Order, the Commission agreed and directed the CAISO to
remove the terms, “between the CAISO and the TOR holder.”' This compliance
filing so revises Section 17.2(5).

2. TRTC Instructions.

The City and County of San Francisco (“San Francisco”) protested that
Section 17.1.4(5)(c), as revised in the August 3 Filing, would inappropriately
require Transmission Rights and Transmission Curtailment (“TRTC”) Instructions
to include maximum capacity for each source and sink based on the relevant
Existing Contract, and that the capacity could be instead established by the
maximum physical capacity. Metropolitan also argued that the revised definition
of TRTC Instructions conflicted with Section 17.1.1 and allowed a person with no
interest in a TOR to participate in the development of TRTC Instructions. The
CAISO agreed with these concerns. In response, the Commission directed that
Section 17.1.4(5)(c) be modified to remove the phrase “under the Existing
Contract” and that the CAISO clarify the definition of TRTC Instructions to
address Metropolitan’s concerns.®* This compliance filing makes the deletion in
Section 17.1.4(5). The CAISO has already made revisions to the definition of
TRTC Instructions to address the primary substance of Metropolitan’s concerns
in its December 21 Filing. However, on further review of the revisions to this
definition in the December 21 Filing, it appears that those revisions were not
entirely complete in clarifying the intent of the definition. To make the definition
of TRTC Instructions more clear and consistent, the CAISO proposes to revise
the definition further, as follows:

Operational directives developed (i) between Existing Rights
holders and holders of Converted Rights and the Participating TO,
submitted to the CAISO by the Participating TO, unless otherwise
agreed to by the Participating TO and the Existing Rights or
Converted Rights holder, and (ii) by TOR holders, to facilitate the
accommodation of Existing Rights, Converted Rights, and TORs in
the CAISO Markets.

1. Miscellaneous and General Tariff Issues.

In the June 20 Order, the Commission noted that there were a number of
concerns and requested modifications that it was not specifically addressing.
With the exceptions discussed in this Section |, it approved the CAISO

31 Id. at P 206.

32 Id. at P 217.
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compliance provisions on those matters. It also approved commitments that the
CAISO made in the October 5 Filing to incorporate certain changes into the
MRTU Tariff or definitions in a further compliance filing or deferred maintenance
initiative. The Commission directed the CAISO in incorporate those
commitments in this compliance filing.>* These commitments are discussed in
Section Il below.

1. Participating Load

SWP identified a number of provisions in the August 3 Filing that it asked
to be clarified to accommodate Aggregated Participating Load and to more
clearly specify the obligations of Participating Load. The CAISO agreed with
some of these proposed changes, and the Commission directed them.3*

In its November 15, 2007, filing regarding BPMs, the CAISO proposed
similar changes to the MRTU Tariff that accomplish the same purposes as the
clarifications and definitional modifications sought bg SWP. The Commission
accepted those modifications in its March 24 Order.*® It is the CAISO’s
understanding that SWP is satisfied with those modifications. The CAISO
therefore has not included additional changes in this compliance filing.

2. Section 11.14 - Neutrality Charges.

In its October 5 Filing, the CAISO explained certain changes that the
August 3 Filing made to Section 11.14. In order to clarify the nature of neutrality
adjustments made to reach an accounting trial balance of zero, the CAISO
proposed to add a clause, “which includes any amounts required to round up any
invoice amount expressed in dollars and cents to the nearest whole dollar
amount.” The Commission directed this change to Section 11.14(a),* and it is
included in this compliance filing.

3. Section 31.3.1.1 — Market Clearing and Price
Determination.

In the August 3 Filing, the CAISO's proposed revisions to Section
31.3.1.1, concerning market clearing and price determination in the IFM,
including the following new sentence: “In addition, in Real-Time, resources are
required to follow Real-Time Dispatch Instructions.” WPTF asked that the

3 Id. at P 237.
34 Id. at P 250.
% See March 24 Order at P 18.

3% June 20 Order at P 261.
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sentence be moved to another section because it is unrelated to IFM clearing
and price and price determination, and the Commission so ordered.*” This
compliance filing deletes the sentence from Section 31.3.1.1 and adds the same
obligation in the introduction part of Section 34 (“Real-Time Market”).

4. Metered Subsystem Definitions.

In the June 20 Order, the Commission directed the CAISO to create a new
definition for “MSS Net Negative Uninstructed Deviation” and to modify two other
definitions related to MSSs to include references to “gross” Demand as proposed
by NCPA.*® This compliance filing includes the new defined term “MSS Net
Negative Uninstructed Deviation” and modifies the definitions of the terms “MSS
Aggregation Net Measured Demand” and “MSS Deviation Band” to include the
term “gross” as directed.

. Fulfillment of Commitments Made in the October 5 Filing.

As discussed above, in Paragraph 237 of the June 20 Order, the
Commission directed the CAISO to include in its compliance filing tariff revisions
to fulfill commitments that were made in its October 5 Filing but were not
discussed in the June 20 Order. The following describes the complying tariff
revisions with references to the pages of the October 5 Filing in which the
commitments were made. In some instances, the revision has already been
made in a previous filing, in which case the previous filing is noted.

A. Settlements

e In Section 11.2.4.2.2, the term “pro-ration” is replaced by the term “pro
rated.” (p. 3)

e Section 11.8.2.1.2 is revised to read: “For the purposes of determining
IFM Minimum Load Cost, a Bid Cost Recovery Eligible Resource is
assumed to be On if its metered Energy in a Settlement Interval is equal to
or greater than the difference between its Minimum Load Energy and the
Tolerance Band. Otherwise, it is determined to be Off.” (p. 3)

e Section 11.8.3.1.2 is revised as follows: “For the purposes of determining
RUC Minimum Load Cost, a Bid Cost Recovery Eligible Resource is
assumed to be On if its metered Energy in a Settlement Interval is equal to
or greater than the difference between its Minimum Load Energy and the
Tolerance Band. Otherwise, it is determined to be Off.” A similar change
is made to Section 11.8.2.1.2 concerning the use of “On.” (p. 3)

87 Id. at P 275.

%8 Id. at P 294.
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Section 11.10.1.3.1 is revised to read: “For each Settlement Period, the
Congestion Charge for Suppliers of Real-Time Ancillary Services Awards
at Scheduling Points for Dynamic System Resources shall be equal to the
simple average of the 15 minute Shadow Prices at the applicable
Scheduling Point multiplied by the quantity of the Ancillary Service award
for the Settlement Period.” (p. 3)

The last sentence of Section 11.10.2.1.3, which was added in the August
3 Filing, is revised as follows: “Each Scheduling Coordinator’s Ancillary
Services Obligation percentage for Regulation Down in an hour is equal to
the total requirement for Regulation Down in that hour divided by the
hourly metered CAISO Demand for that hour.” Similar changes are made
to Section 11.10.2.2.2 for Regulation Up. (pp. 3-4)

References to Candidate CRR Holders are deleted from Section
11.29.9.6.2. (p. 4)

The third sentence of Section 11.8.6.6 is revised to read: “...MSS
Operators that have elected a) not to follow their load, and b) Gross
Settlement, in proportion...” (p. 4)

The phrase “System Resources that receives...” in Section 31.5.7.1 has
previously been revised to read “System Resources that receive....” (p. 4)
This change was made in the December 21 Filing.

B. Resource Adequacy

Although the CAISO supported recommendations that Section 40.3.4.2 be
revised, that section was deleted in the CAISO's February 8, 2008, tariff
amendment filing regarding the Interim Capacity Procurement Mechanism
(“ICPM?") in Docket Nos. ER08-556 and ER06-615 (“February 8 ICPM
Filing”). (p. 14)

Section 40.4.2 was revised to require that the CAISO notify affected
Scheduling Coordinators (“SCs”) of changes in a resource’s Net Qualifying
Capacity and provide any supporting analyses within 10 days of the
CAISO’s determination that such changes are appropriate, but in any
event not later than 15 days prior to the posting of the Net Qualifying
Capacity annual report. (p. 14) The CAISO made that revision in its
February 8, 2008 compliance filing in Docket Nos. ER06-615 and ERQ7-
1257 (“February 8 Compliance Filing”).

Sections 40.3.1.1 and 40.3.1.2 were modified to replace the reference to
the “NERC/WECC Planning Standard 1.A” with a reference to NERC
Reliability Standards TPL-001-0, TPL-002-0, TPL-003-0 and TPL-004-0
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(applicable to Transmission Planners and Planning Authorities) in the
February 8 Compliance Filing. (p. 14)

e The current tariff language identifying CAISO backstop procurement
based only on annual procurements pursuant to Resource Adequacy
(“RA") Plans was modified to include more frequent evaluations of the
need for CAISO non-market purchases, based on both monthly RA Plan
updates and intra-monthly use-limited plans in the February 8 ICPM Filing.

(p. 14)

e The CAISO modified Sections 40.3.1.1 and 40.3.2.2 by deleting the notes
to the tables and modified Section 40.3.1.1 in a manner which
accomplishes the purpose of the CAISO’s commitment in the February 8
Compliance Filing. (pp. 25-26)

e Although the CAISO agreed that it is appropriate to require that the CAISO
issue a report within 30 days of any procurement that lists the Local
Capacity Area Resources procured under Section 40.3.4, the megawatts
of capacity procured, and the duration of the procurement, that section
was deleted in the February 8 ICPM Filing. (p. 28)

C. Locational Marginal Price (“LMP”)

o The first sentence of Section A of Appendix C to the MRTU Tariff is
clarified by replacing “and specified in the Day-Ahead Schedule” with “as
specified in the Day-Ahead Schedule.” The CAISO is also clarifying that
section to indicate that the marginal prices are limited by resources that
are not eligible to set the price or have constraints such that they cannot
be marginal and therefore it is not the case that the highest price resource
bid in at a particular node would set the price. (p. 61)

D. Tariff and Terms

» The CAISO replaced the undefined term “HASP Intertie Pre-Dispatch
LMP” in Section 11.4.1 with the defined term “HASP Intertie LMP” in its
December 21 Filing. (p. 101)

» The term "Approved Credit Rating" was deleted entirely from the MRTU
Tariff as part of the incorporation into the MRTU Tariff of the new credit
policy provisions that the Commission has accepted as revisions to the
currently effective CAISO Tariff in the December 21 Filing. (p. 101)

e In the December 21 Filing, the CAISO added a definition of the acronym
“OTC" as used in Section 36.4 and elsewhere in the MRTU Tariff to refer
to the defined term “Operating Transfer Capability,” which term the CAISO
also revised in the December 21 Filing to make it more clear. (p. 102)
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¢ Inthe December 21 Filing, the CAISO revised the definition for Alert,
Warning or Emergency (AWE) Notice to make it clearer. (p. 102)

¢ In the December 21 Filing, the CAISO revised and clarified the defined
term and definition for “Available Transfer Capacity” to rename the term
“Available Transfer Capability” and to refer to the additional detail
regarding that term incorporated into Appendix L in compliance with
Commission Order No. 890. (p. 102)

e The December 21 Filing clarified the definitions of “Generated Bid” and
‘Undispatchable Capacity” to use other defined terms more accurately in
those definitions. (p. 104)

E. Miscellaneous.

e The second and third sentences of Section 30.5.2.2 are revised to read:
“A SC for a Physical Scheduling Plant or a System Unit may include
Generation Distribution Factors as part of its Supply Bid. If the Scheduling
Coordinator does not submit the Generation Distribution Factors
applicable for the Bid, the CAISO will use default Generation Distribution
Factors stored in the Master File.” (p. 111)

IV.  Other Compliance Matters

The June 20 Order included a number of directives and discussions that
the Commission did not direct be addressed in a 30-day compliance filing. The
following discusses those matters.

A. Non-Disclosure Agreement

The CAISO made a commitment to post on the CAISO Website a revised
non-disclosure agreement within two weeks of the posting of the version of the
Full Network Model schedule for October 2007.%° The revised non-disclosure
agreement has been posted, and the currently posted agreement permits a
consultant’s access to the model on-site or at the premises of the Market
Participant or non-Market Participant, expressly allows use of the model and
related studies in pleadings before the Commission (subject to confidentiality
protection), and permits the CAISO to recover litigation costs if it prevails against
a breaching party.

% June 20 Order at P 114.
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B. MRTU Start-Up Contingency Plan

In the June 20 Order, the Commission directed the CAISO to include a
description of its MRTU start-up contingency plan in its MRTU readiness
certification, in order to address concerns expressed by the CPUC regarding
stakeholder input on the contingency plan.*® Although the Commission did not
direct any actions in this compliance filing, the CAISO would take this opportunity
to note that it has activities underway regarding a cut-over and reversion plan
that will be discussed in its 60-day readiness certification filing, which the
Commission has directed.*’ The CAISO posted a high level cut-over reversion
plan on February 27, 2008 and will post a detailed plan prior to submitting the 60-
day readiness certification filing. In addition, the CAISO will conduct a “Table
Top” exercise with Market Participants to walk everyone through the plan. The
CAISO's contingency planning efforts are not limited to start-up (i.e., cut over),
but also include post-implementation contingency planning, including the
establishment of an internal Rapid Response Team.

C. Attachment K

The Commission stated that it agreed with SCE that the Commission does
not have enough information at this time to determine whether convergence bids
should be allocated Real-Time Load Distribution Factor uplift charges as
discussed in Attachment K to the August 3 Filing. Therefore, the Commission
deferred ruling on this proposal until such time that the CAISO submits its
convergence bidding design.*’ In the August 3 Filing, the CAISO proposed a
change to the Real-Time Load Aggregation Point (“LAP”) settlement
methodology contained in Section 11.5.2. The CAISO also provided, as
Attachment K to the August 3 Filing, a February 14, 2007, White Paper that
included discussion of the allocation of certain charges to convergence bids. The
CAISO did not intend to seek Commission approval of any matter discussed in
Attachment K other than the specific tariff proposal included in the August 3
Filing. The CAISO understands that when if files tariff provisions regarding
convergence bidding, the Commission will address all relevant issues in
response to that filing.

D. Hunter’s Point

The Commission accepted the CAISO’s commitment to include, as part of
its deferred maintenance initiative, revised tariff sheets to reflect the error noted
by PG&E that Section 41.1 and the pro forma RMR Contract incorrectly

40 Id. at P 268.
. See September 21 Order at P 1414.

42 June 20 Order at P 270.
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reference the Hunter's Point power plant as meeting operating criteria associated
with the San Francisco local reliability area.*> The CAISO corrected this error in
the compliance filing it submitted in Docket No. ER06-615 on October 26, 2007,
which is pending before the Commission.

E. Scheduling Infrastructure Business Rule

The Commission found that NCPA had raised a legitimate concern with
respect to the disclosure of Information received by Market Participants when
utilizing the Scheduling Infrastructure Business Rule (“SIBR”) system. It noted
that, since the bids are financially binding at the close of the Day-Ahead Market,
the CAISO has the responsibility to adequately inform the Market Participant of
any changes and directed the CAISO to notify Market Participants of any bid
changes with an explanation as to why the CAISO modified the bids and
trades.*

Currently, SIBR informs users that submit a bid of the bid status:
“‘REJECTED”, “INVALID”, “CONDITIONALLY MODIFIED”, “CONDITIONALLY
VALID", or “WALID”. SIBR also includes a text message describing any error or
condition that affected that status and the relevant SIBR rule number. In the 10
months since NCPA raised this issue, Market Participants have had time to gain
experience, through testing and market simulation, in using and understanding
the messages generated by SIBR. The provision of this SIBR data adequately
informs the Market Participant of any changes and of the reasons for any
modification of bids and trades, consistent with the CAISO’s responsibility as
described by the Commission and, therefore, the CAISO believes that it is in
compliance.

Nonetheless, the CAISO has, even prior to the June 20 Order, taken the
initiative to increase SIBR'’s ability to provide additional information to Market
Participants. This enhancement, however, will not be in place for day one
MRTU. Specifically, the CAISO is adding an enhancement to SIBR that will
provide a new bid status to the users, “MFINSERT,” in the case where SIBR is
performing a standard insert or overwrite of data into a bid from the Master File.
Currently these types of actions would result in a “MODIFIED” or
“‘CONDITIONALLY MODIFIED” bid status. This new “MFINSERT” status will
allow users to differentiate the standard types of modifications from other
modifications that the SIBR system has made to their bids that require the user
review. The “MFINSERT” status will be triggered by the following:

2 Id. at P 273,

4“ Id. at P 281.
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1) All rules that insert the registered Start-Up and Minimum Load for
Registered Cost units or insert the calculated Start-Up Cost and
Minimum Load for Proxy Cost units. This occurs for all generation
bids.

2) All rules that copy clean bids. This is the automatic process where
the daily components from Day-Ahead bids are copied into the
Real-Time bids. These rules are 41101, 41201, 41601, 41611,
41701.

3) The rule associated with fast/slow, rule 41613.
F. Definitions

In Paragraph 309 of the June 20 Order, the Commission accepted the
CAISQO’s commitment to address the request of the Alliance for Retail Energy
Markets (“AReM”) for a comprehensive review of the defined terms of the MRTU
Tariff as part of the “deferred maintenance” process. In its December 21 Filing,
the CAISO, following a comprehensive review, corrected all identified inaccurate
use of defined terms.

V. Materials Provided in the Instant Compliance Filing

In addition to this transmittal letter, the instant compliance filing includes
Attachments A through D. Attachment A contains clean MRTU Tariff sheets
reflecting the tariff modifications described in Section Il, above. Attachment B
shows these maodifications in red-line format. Attachment C contains clean
sheets under the currently effective CAISO Tariff that reflect the tariff
modifications described in Section I, above, and Attachment D shows these
modifications in black-line format.
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VI.  Conclusion
For the foregoing reasons, the CAISO respectfully requests that the
Commission accept the instant filing as complying with the directives of the June

20, 2008 Order. Please contact the undersigned with any questions concerning
this filing.

Respectfully submitted,

Sidney M. Davies Michael E. Ward
Assistant General Counsel Bradley R. Miliauskas
Anna A. McKenna Alston & Bird LLP
Counsel The Atlantic Building
Michael D. Dozier 950 F Street, NW
Senior Counsel Washington, DC 20004
California Independent System  Tel: (202) 756-3300
Operator Corporation Fax: (202) 654-4875
151 Blue Ravine Road E-mail: michael.ward@alston.com
Folsom, CA 95630 bradley.miliauskas@alston.com

Tel: (916) 351-4400

Fax: (916) 608-7246

E-mail: sdavies@caiso.com
amckenna@caiso.com
mdozier@caiso.com

Attorneys for the California Independent System Operator Corporation
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