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Five -year Market Initiatives Roadmap 
2006-2008 

REVISED DRAFT – August 3, 2007 
 
Preface to this Revision 
This document is the latest in a series of updates to the California Independent System 
Operator’s (CAISO) Market Initiatives Roadmap.  One significant change with this update is that 
what was originally a “Three Year Market Initiatives Roadmap” has now become a “Five Year 
Market Initiatives Roadmap” to reflect that the CAISO has now established a CAISO 5-Year 
Business Plan 2007-2011.  

This document is the latest in a series of updates to the California Independent System 
Operator’s (CAISO) Three-year Market Initiatives Roadmap.  Key dates in the development of 
the Market initiatives Roadmap have been: 

• June 5, 2006:  Initial publication, 

• June 14, 2006:  Presentation to the CAISO’s Board of Governors, 

• July 18-19, 2006:  Stakeholder meeting for discussion of the Roadmap, process of 
developing evaluation criteria, and certain market issues, followed by written stakeholder 
comments, 

• August 14, 2006:  Revision of the Roadmap published, 

• August 17, 2006:  Stakeholder meeting for presentation on evaluation criteria for 
prioritizing future project planning as described in the Roadmap, and more detailed 
discussion of certain issues, followed by written stakeholder comments, 

• November 27, 2006:  Revision of the Roadmap published, 

• November 29, 2006:  Stakeholder meeting on details of certain projects, and status of 
near-term prioritization, followed by further stakeholder processes on individual projects,  

• March 7, 2007:  Briefing to Board of Governors on Market Initiatives Ranking 
Methodology, and 

• August 6: Revision of the Roadmap published. 

• August 10: Discussion of this revised Roadmap at Market Surveillance Committee 
meeting, 

• August 14: Conference call to discuss this revised Roadmap, and 

• August 24: Due date for submitting written comments on this revised Roadmap including 
stakeholder priorities on future Market Initiatives.  

In revising the Roadmap the CAISO has incorporated issues and potential initiatives identified 
by stakeholders during and subsequent to each of the 2006 Market Initiatives Roadmap 
stakeholder meetings (July 18-19, August 14, and November 29), as well as impacts of the 
Federal Energy Regulatory Commission (“FERC”) Order on the MRTU tariff issued September 
21, 2006, Order on requests for clarification and rehearing issued April 20, 2007, Order on 
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compliance filings issued June 25, 2007, and Order on tariff provisions for Congestion Revenue 
Rights (CRRs) and on requests for rehearing issued July 6, 2007 

For ease of reference and continuity with previous versions of the Roadmap the CAISO has 
tried to maintain as far as possible the category structure and issue numbering established in 
the original June 5, 2006, document.  Following the evaluation of priorities among the initiatives 
that are described herein, future versions of this Roadmap document may be reorganized to 
focus on the established priorities. 

Additional details that explain these issues can be found in documents prepared by the CAISO 
for the meetings of July 18-19, August 17, and November 29, 2006, as well as stakeholder 
written comments, which are located at:    

http://www.caiso.com/1822/1822931f287d0.html 

 

Public discussion of the initiatives identified in the Roadmap will continue at the August 10, 2007 
meeting of the Market Surveillance Committee (MSC) as well as a conference call tentatively 
scheduled for August 14.  The CAISO will be requesting written comments from stakeholders 
concerning their priorities among the initiatives described in this document to be submitted by 
August 24, 2007.  

The number and range of potential market initiatives that the CAISO and the stakeholder 
community could consider undertaking is limitless, whereas time and resources are finite.  The 
CAISO is therefore applying objective criteria for determining which potential initiatives are 
worth pursuing and for setting priorities among those that are found to be worthy.  Central 
among such criteria are various aspects of costs and benefits, including overall market 
efficiency, grid reliability, and impacts on differently-situated market participants and 
stakeholders. Stakeholder input for this ranking and prioritization of future market 
enhancements – especially clear descriptions of the business needs and benefits associated 
with those initiatives a stakeholder considers highest priority – will be essential to enable the 
CAISO to establish a plan for market enhancements that meet the needs of market participants 
in a cost effective manner  

1. Introduction 
Bid-based spot markets for electricity and independent system operators to run those markets 
are still relatively young innovations in a century-old industry. The ISOs and RTOs that exist in 
North America continue to learn from experience and develop modifications to their market 
designs to add enhancements or improve upon some aspect of their performance. In parallel to 
issues of spot market design, the matter of supply adequacy has multiple dimensions that are 
subjects of active proceedings. In addition, the various problems known generally as “seams 
issues” have challenged operators of adjacent control areas for decades even before the arrival 
of centralized energy spot markets, with only modest progress in finding effective solutions to 
the more difficult problems. In view of the extreme importance of electricity to all aspects of 
society combined with its significant annual costs, and recognizing the need to achieve further 
improvements in cost-effectiveness and reliability, the CAISO intends to face these challenges 
proactively by formulating and then executing a multi-year, systematic plan for enhancing its 
markets and addressing known problems. The “Five-year Market Initiatives Roadmap” 
described here is the CAISO’s latest revision of such a plan.  

A primary goal in establishing the Market Initiatives Roadmap was to envision and then work 
collaboratively towards achieving the broad goals of electric restructuring, rather than identifying 
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and prioritizing issues on the fly, reacting to each crisis or problem as it arises. “Collaboratively” 
deserves particular emphasis, with respect to both determining the contents of the Roadmap 
and developing specific proposals to address the identified needs. Although the CAISO has 
taken the lead in drafting this Roadmap, it is intended to encompass a broad range of initiatives 
and problem areas that have been identified as high priority by external stakeholders and policy 
makers as well as by the CAISO itself. It includes topic areas devoted to renewable energy 
resources, demand response, and seams and regional issues, in addition to enhancements to 
the CAISO’s comprehensive market redesign known as MRTU. Its scope and content has been 
and will continue to be discussed with stakeholders on a regular basis to ensure that all 
essential matters are covered in the Roadmap. Finally, the actual effort on any given project or 
initiative will involve collaborative engagement with affected parties and stakeholders, in 
accordance with processes for developing regulatory policies and market designs that are being 
defined and documented by the Department of Market and Product Development and other 
CAISO departments.   

With this latest Revised Five-year Market Initiatives Roadmap, the CAISO offers a vehicle to 
convey to policy makers and stakeholders a comprehensive view of the initiatives the CAISO is 
currently engaged in or is planning or considering undertaking between now and the end of 
2012 to improve the effectiveness of its markets in supporting reliable grid operation, bringing 
efficient supplies of power to electricity consumers, supporting state policy priorities, and 
providing benefits to all market participants.  

Several observations are important to reiterate. First, this Roadmap does not represent a 
commitment by the CAISO to undertake everything identified here, nor does it reflect relative 
priorities or targeted milestones or completion dates except where these have already been 
established. To provide a comprehensive view, the Roadmap includes some items that may be 
candidates for actual projects, but require further assessment to determine whether they qualify 
for allocation of limited resources and what their priorities should be.  Part of the Roadmap 
process has been the CAISO’s development of objective evaluation criteria to apply to 
candidate projects, to help assess their benefits, costs and relative priorities.  The next step in 
the Roadmap process, after publication of this revision, will be the application of a set of 
evaluation to guide the CAISO’s subsequent project planning. 

Second, no version of such a Roadmap can be a fully complete and finished product, nor should 
it be. To be useful the Roadmap must be a living document, to evolve by extending its horizon 
further into the future and by incorporating new initiatives as needs are identified and prioritized.  

Third, the Market Initiatives described in this Roadmap are not the only initiatives the CAISO is 
engaged in. The more comprehensive view includes infrastructure planning and development, a 
core CAISO function that has its own vehicles for communicating its activities and initiatives to 
industry stakeholders and is therefore not included in this Roadmap. Another complement to 
this document is the Renewables Roadmap, which is mentioned briefly in Section 3.3 for sake 
of completeness but for details readers should consult that roadmap. Thus the broader view of 
CAISO initiatives includes this Market Initiatives Roadmap, the Renewables Roadmap, and 
infrastructure-related initiatives such as transmission planning and interconnection policy.  

The Market Initiatives covered in this Draft Roadmap are divided into two main categories, 
CAISO Spot Markets (Section 2 of this document) and Supply Adequacy (Section 3). Although 
the elements in these categories are inter-related and affect each other, there are practical 
reasons for this basic distinction. Initiatives in the CAISO Spot Markets category will with limited 
exceptions be led by the CAISO, and will almost always be subject to FERC approval and 
regulation. In contrast, initiatives in the Supply Adequacy category are mostly led by state 
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regulatory authorities – mainly the CPUC, are subject to state or local regulation, and involve 
the CAISO both as a participant as well as the leader of specific processes.  

The diagram on the next page is an organization chart that illustrates the categories described 
above and shows the major topic areas included in each category.   
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 2. C
A

ISO
 Spot M

arket Initiatives 
This section describes topic areas and specific initiatives that relate directly to the operation of 
the C

AISO
 spot m

arkets. As such these initiatives w
ill typically be led by the C

AISO
 and w

ill be 
subject to FER

C
 approval.  

 2.1 
M

R
TU

 R
elease 1  

M
R

TU
 R

elease 1 is clearly a project of the highest priority for the C
AISO

, and is by now
 a w

ell-
defined and structured project. It w

as m
entioned in the June 5 D

raft R
oadm

ap for 
com

pleteness, w
ithout detailed discussion, w

ith the follow
ing activities identified: further FER

C
 

filings related to the Tariff, including com
pliance filings and possible Tariff am

endm
ents; 

possible FER
C

-m
andated technical w

orkshops or other stakeholder processes; studies (LM
P, 

C
om

petitive Path Assessm
ent, etc.); Business Practice M

anual (BPM
) developm

ent; R
elease 1 

Training; R
elease 1 softw

are integration and testing; m
arket sim

ulations; and post R
elease 1 

im
plem

entation activities.  

At the July 17-18, 2006, m
eetings and in w

ritten com
m

ents subm
itted afterw

ards, participants 
identified the follow

ing additional elem
ents for R

elease 1 consideration.  At this tim
e, these 

elem
ents have been resolved for R

elease 1, or their resolution is in progress.  The current 
status is as follow

s.  

2.1.1 Study of M
arginal Loss Surplus A

llocation to R
egional M

easured 
D

em
and 

In the June 2, 2006 Answ
er to R

eply C
om

m
ents on the M

R
TU

 Tariff that w
as filed on February 

9, 2006, the C
AISO

 agreed to study the m
ethodology for allocating the over-collection of 

m
arginal losses to m

easured dem
and on a regional basis, using available LM

P studies.  The 
purpose of this study is to determ

ine a credible range of m
arginal cost of losses to serve the 

dem
and in N

orthern C
alifornia (N

P15 plus ZP 26) and Southern C
alifornia (SP15), and a 

com
m

ensurate range of actual cost of losses in each region. A credible range of m
arginal loss 

surplus (M
LS) rebate rate ($/M

W
h of D

em
and) for each of the tw

o regions can then be 
determ

ined and com
pared w

ith system
-w

ide m
arginal loss surplus rebate rate.  If the system

-
w

ide M
LS rebate rate falls outside the credible range of the regional M

LS rebate rates beyond 
an acceptable m

argin, a process for allocation of M
LS based on R

egional M
easured D

em
and 

m
ay then have to be w

orked out; in that case the exact m
ethodology for R

egional-based M
LS 

allocation to M
easured D

em
and w

ill be carried out through a stakeholder process.  A W
hite 

Paper on the fram
ew

ork for this study is located at:  
http://w

w
w

.caiso.com
/1831/1831d9532fd30.pdf 

An interim
 sim

plified study w
as perform

ed using 5 m
onths of available LM

P data (M
ay through 

Septem
ber 2004) w

ith LM
P decom

position based on distributed slack. A w
hite paper is located 

at 

http://w
w

w
.caiso.com

/184f/184f8ad86b730.pdf 

In the Septem
ber 21, 2006 M

R
TU

 O
rder, FER

C
 accepted C

AIS
O

’s system
-w

ide M
arginal Loss 

Surplus allocation m
ethod as filed, but PG

&E filed for rehearing requesting com
pletion of the 

M
arginal Loss study. In its answ

er, C
AISO

 agreed to com
plete the study using 12 m

onths of 
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LM
P data (M

ay 2004 through A
pril 2005), and relaxing the shortcuts used in the interim

 study.  
The C

AISO
 has com

pleted this study, and the resulting report is available at: 

http://w
w

w
.caiso.com

/1bbf/1bbfd56174f50.pdf 

The conclusion of the C
AISO

’s study is that no change in its filed allocation m
ethod or the 

R
elease 1 softw

are is needed at the start of M
R

TU
.  The C

AISO
 w

ill m
onitor the actual 

allocation results using the sam
e study m

ethodology after the start of the M
R

TU
 m

arket to 
determ

ine if a change in its filed m
ethod and/or R

elease 1 softw
are m

ight be appropriate based 
on the actual m

arket results. 

Additional docum
ents related to this issue are located at: 

http://w
w

w
.caiso.com

/docs/2004/11/19/2004111912470915456.htm
l 

2.1.2 A
pplication of m

ethodology for C
om

petitive Path A
ssessm

ent 
Local M

arket Pow
er M

itigation (LM
PM

) and R
eliability R

equirem
ents D

eterm
ination (R

R
D

) 
functions in M

R
TU

 require prior designation of com
petitive and non-com

petitive paths in the full 
netw

ork m
odel (FN

M
). A m

ethodology for C
om

petitive Path Assessm
ent (C

PA) w
as developed 

in the course of a stakeholder process in 2005 and is posted at  

http://w
w

w
.caiso.com

/docs/2002/08/23/200208231358035858.htm
l 

C
AISO

 is conducting the study to assess the m
erit of the proposed m

ethodology using the 
current netw

ork m
odel.  The m

ost recent results have been released on June 12, 2007, and are 
available at: 

http://w
w

w
.caiso.com

/1bf7/1bf7d3cb53320.pdf 

A second round of prelim
inary results w

ill be released in late August, follow
ed by a stakeholder 

m
eeting about tw

o w
eeks later.  Final path designations w

ill be determ
ined in late O

ctober and 
presented to the C

AISO
 Board of G

overnors later in 2007, for their approval prior to the C
AISO

 
filing of these designations w

ith FER
C

.  The C
AIS

O
’s D

epartm
ent of M

arket M
onitoring w

ill 
continue to review

 the results annually. 

2.1.3 Station Pow
er Initiative 

Station pow
er is the energy used to operate auxiliary equipm

ent and other load that is directly 
related to the production of energy by a generating unit (e.g., heating and lighting for offices 
located at the plant).  FER

C
 has established a policy that allow

s a single entity that ow
ns one or 

m
ore generating units to self-supply station pow

er over a m
onthly netting period using energy 

generated on-site or rem
otely. 

SC
E com

m
ents on the initial M

arket Initiatives R
oadm

ap proposed that generation that is self-
supplying station pow

er m
ust do so based on the LM

P at their generating facility:  “That is, they 
m

ust not sim
ply be allow

ed to net M
W

h, rather the generation m
ust net total dollars (the M

W
h 

need for station pow
er at the LM

P of the station.)  Further, the C
AISO

 m
ay need to address this 

issue as part of R
elease 1, rather than delay im

plem
entation.”    (See SC

E C
om

m
ents on 

M
arket Initiatives, July 28, 2006, at:   

http://w
w

w
.caiso.com

/1845/18459b7a4f300.pdf ) 

In April 2005, the C
AISO

 filed A
m

endm
ent N

o. 68 to its Tariff, to conform
 to FER

C
’s station 

pow
er precedent.  The C

AISO
 anticipates that its current provisions for station pow

er w
ill 

continue under M
R

TU
.  D

ocum
entation of the current provisions is provided at: 
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http://w
w

w
.caiso.com

/1bde/1bdea4b562ad0.doc 

2.1.4 Lim
its on Start-up/M

inim
um

 Load C
osts 

SC
E com

m
ents on the initial M

arket Initiatives R
oadm

ap identified that the M
R

TU
 Tariff is silent 

regarding w
hat generation can subm

it under the election of start-up and m
inim

um
 load costs.  

SC
E requested clarification that m

arket-based m
inim

um
 load costs are subject to the bid caps in 

place for energy, and that the C
AISO

 cap the allow
able m

arket-based start-up costs:  
“U

nbounded prices present the risk of an unacceptable outcom
e in w

hich a single generation 
dispatch causes irreparable harm

 to C
alifornia custom

ers.  This issue m
ust be addressed, and 

again this is a R
elease 1 issue.” (See SC

E C
om

m
ents on M

arket Initiatives, July 28, 2006, at:   

http://w
w

w
.caiso.com

/1845/18459b7a4f300.pdf ) 

Follow
ing discussion w

ith stakeholders, the C
AISO

 provided a final proposal on June 25, 2007, 
for bid-caps for start-up and m

inim
um

 load bids under M
R

TU
.  The C

AISO
 m

anagem
ent w

ill 
present its proposal to the Board for consideration of this issue at the Septem

ber 6-7 Board 
M

eeting.  The C
AISO

’s proposal is available at: 

http://w
w

w
.caiso.com

/1c08/1c08b3ec1a150.pdf 

2.1.5 Tracking and R
eallocation of C

R
R

s as Load M
igrates 

Load-serving entities (LSEs) pay congestion costs associated w
ith m

oving pow
er from

 its 
source to its sink, or point of use.  Because retail custom

ers pay for the transm
ission system

 in 
rates, their load-serving entity has rights to congestion-related revenues that protect them

 from
 

congestion cost volatility, in the form
 of C

ongestion R
evenue R

ights (“C
R

R
s”) allocated by the 

ISO
.  W

hen custom
ers m

ove from
 one LS

E to another, there is an obligation for LSEs to 
transfer som

e of their allocated C
R

R
s so that the C

R
R

s continue to be associated w
ith the retail 

custom
ers. 

SC
E suggests that the C

AISO
 should have system

s in place to track the am
ount of loads that 

m
igrate betw

een LSEs:  “Again, this a R
elease 1 issue and should be addressed as soon as 

possible.”  (See SC
E C

om
m

ents on M
arket Initiatives, July 28, 2006, at:   

http://w
w

w
.caiso.com

/1845/18459b7a4f300.pdf) 

In response to broad stakeholder dem
and, the ISO

’s January 29, 2007 com
pliance filing to 

im
plem

ent Long Term
 C

R
R

s included a proposal for the ISO
 to m

anage the transfer of C
R

R
s to 

reflect such load m
igration.  FER

C
’s July 6, 2007, decision on Long Term

 C
R

R
s adopted that 

proposal.  The C
AIS

O
’s proposal for the detailed rules and procedures for im

plem
enting this 

process has been filed w
ith FER

C
 on July 20, 2007.  D

etails of the C
AISO

’s proposal are 
available at: 

http://w
w

w
.caiso.com

/1b8c/1b8cdf25138a0.htm
l 

2.1.6 G
eneration R

esources for M
eeting R

esource A
dequacy R

equirem
ents 

SC
E suggested that a R

elease 1 issue should be the assurance that pow
er from

 R
A units can 

be dedicated to serve C
alifornia load during critical periods:  “SC

E continues to believe this is a 
crucial issue and deserves im

m
ediate attention at the C

AISO
.  Again, at least for the m

anual 
w

ork-around, this is a R
elease 1 issue.”  (See SC

E C
om

m
ents on M

arket Initiatives, July 28, 
2006, at:  

http://w
w

w
.caiso.com

/1845/18459b7a4f300.pdf) 
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FER
C

’s Septem
ber 21, 2006, decision on the C

AISO
’s M

R
TU

 tariff (e.g., Paragraphs 116 and 
117) established that exports that are supported by R

A resources should have a low
er 

scheduling priority than LSEs w
ithin the C

AISO
 C

ontrol Area.  FER
C

’s decision also determ
ined 

that exports that are supported by non-R
A capacity should have a scheduling priority equal to 

LSEs w
ithin the C

AISO
 C

ontrol Area.  The C
AISO

 is im
plem

enting these provisions in R
elease 

1. 

2.1.7 N
ew

 M
ethodology for Pricing and Settlem

ent of R
eal-tim

e LA
P Load 

D
eviations 

The filed M
R

TU
 Tariff (as filed on February 9, 2006) provided for the settlem

ent of real-tim
e 

Load Aggregation Point (LAP) load deviations (LAP level uninstructed im
balance energy, “U

IE”) 
through a com

bination of an hourly LAP price (Tier 2 U
IE price) and an hourly LAP price 

adjustm
ent (U

IE Adjustm
ent). O

ver-consum
ption (real-tim

e LAP load in excess of the day-
ahead LAP load schedule) w

ould be charged the sum
 of the LA

P price and the LA
P price 

adjustm
ent and under-consum

ption (real-tim
e LAP load below

 the day-ahead LAP schedule) 
w

ould be paid the difference of the LA
P price and the LAP price adjustm

ent (Tariff Section 
11.5.2).  

Som
e stakeholders (SC

E and N
C

PA) stated concerns about this approach. M
oreover, in the 

stakeholder discussions related to the design of C
onvergence Bidding it appeared that having 

tw
o different real-tim

e LAP prices (depending on over- or under-consum
ption) w

ould not be 
com

patible w
ith the idea of “price convergence” betw

een day-ahead and real-tim
e m

arkets. 
Further scrutiny, prim

arily based on input from
 SC

E and N
C

P
A revealed that under som

e (albeit 
rare) conditions, the tw

o-price m
ethodology as stated in the Tariff m

ight lead to excessive 
charges to a single Scheduling C

oordinator (SC
). Accordingly, C

AISO
 has developed a new

 
m

ethod for com
putation and settlem

ent of real-tim
e LAP load deviation. A w

hite paper  
(http://w

w
w

.caiso.com
/189b/189be9fd64170.pdf) w

as discussed at the N
ovem

ber 13, 2006 
M

SC
 m

eeting and is supported by the M
SC

.  The current w
hite paper is available at: 

http://w
w

w
.caiso.com

/1b87/1b87a43319f20.pdf 

The C
AISO

 has posted draft tariff language on A
pril 9, 2007, for stakeholder review

 as part of 
the C

AISO
’s August 3, 2007, com

pliance filing. 

2.1.8 Interim
 M

easures to A
ddress D

ay-A
head U

nderscheduling 
In its Septem

ber 21, 2006 O
rder FER

C
 directed the C

AISO
 to develop and file interim

 m
easures 

that m
itigate any potential econom

ic incentive for Load Serving E
ntities (“LSEs”) to 

underschedule in the D
ay Ahead M

arket that m
ay exist prior to im

plem
entation of convergence 

bidding. 

This directive w
as repeated in the April 20 FER

C
 O

rder G
ranting in Part and D

enying in P
art 

R
equests for C

larification and R
ehearing (“April 20 O

rder on R
ehearing”). In this subsequent 

O
rder, the FER

C
 stated that “these interim

 m
easures are not intended to prevent LSEs from

 
taking steps to reduce the costs of serving load. Instead, these interim

 m
easures should be 

designed to prevent uneconom
ic behavior. M

ore specifically, w
e expect the interim

 m
easures 

should address the problem
 of persistent underscheduling in the D

AM
 on occasions w

hen 
energy prices suggest that it w

ould be econom
ic to buy in the D

AM
.” 

The C
AISO

 has been engaged in a stakeholder process on this issue since M
ay, and an 

updated proposal w
ill be presented at the Septem

ber 6-7 m
eeting of the C

AISO
 Board of 

G
overnors.  The C

AISO
 plans to subm

it a com
pliance filing to FER

C
 on Septem

ber 28, 2007.   
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M
onitoring of the current m

arket’s 95%
 scheduling rule, pursuant to A

m
endm

ent 72, is 
discussed in section 2.4.2.  

D
ocum

ents related to the developm
ent of this proposal are located on the C

AISO
 w

ebsite at:  

http://w
w

w
.caiso.com

/1bf4/1bf48b33187a0.htm
l 

 

2.2 
M

R
TU

 Subsequent R
eleases 

Since the introduction of the concepts of M
R

TU
 R

elease 1 and M
R

TU
 R

elease 2 during the 
2005 M

R
TU

 policy resolution stakeholder process, the C
AISO

 has been accum
ulating a list of 

candidate enhancem
ents to the M

R
TU

 R
elease 1 m

arkets to be considered for im
plem

entation 
in a subsequent release or releases.  For tw

o of these enhancem
ents, FER

C
’s Septem

ber 21, 
2006, “O

rder C
onditionally Accepting The C

alifornia Independent System
 O

perator’s Electric 
Tariff Filing To R

eflect M
arket R

edesign A
nd Technology U

pgrade” (referred to below
 as the 

“9/21/06 M
R

TU
 O

rder”) directed their im
plem

entation by the C
AISO

 w
ithin 12 m

onths of the 
effective date of M

R
TU

 R
elease 1.  These are described below

 as R
elease 1A, w

hich m
ay 

ultim
ately include other enhancem

ents as w
ell, based on the input that the C

AISO
 is requesting 

from
 stakeholders as w

ell as the C
AISO

’s evaluation of priorities am
ong the candidate 

enhancem
ents.  H

ow
ever, practical considerations w

ill im
pose lim

its on w
hat can be added to 

the scope of R
elease 1A.  The C

AISO
’s experience in com

pleting R
elease 1 has been that the 

end-to-end tim
e required for conceptual design, detailed design, im

plem
entation, and testing is 

significant, so inclusion of an enhancem
ent in R

elease 1A w
ould require the conceptual issues 

to already be som
ew

hat clear.  In addition, som
e C

AIS
O

 staff tim
e w

ill be required during the 
first year of M

R
TU

 to stream
line som

e details of R
elease 1’s im

plem
entation, involving both the 

functionality of individual system
s and the integration am

ong m
ultiple system

s.  For exam
ple, 

the im
plem

entation of scheduling priorities for exports, considering w
hether the underlying 

resource is R
A capacity, (see section 2.1.6 above) requires m

anual processing in R
elease 1. 1  

In M
R

TU
 R

elease 1 there is no provision for an autom
ated com

m
unication betw

een the 
Scheduling Logging for the ISO

 of C
alifornia (SLIC

), a w
eb-enabled interface for transm

ission 
and generation ow

ners to com
m

unicate outage inform
ation to the C

AISO
, and the Scheduling 

Infrastructure Business R
ules (SIBR

), the interface that accepts, validates, and m
odifies bids 

and trades for energy for processing by the C
AISO

’s M
R

TU
 m

arket softw
are. 2  FER

C
 directed 

the C
AISO

 in its Septem
ber 21 O

rder (paragraph 244) to im
plem

ent an interface betw
een SLIC

 

                                                
1  

N
um

erous details of data inputs to the M
R

TU
 m

arket are less apparent to m
arket participants than 

the cases w
here m

arket participants need to w
ork w

ith the C
A

IS
O

 to im
plem

ent m
anual processes, 

but need to be resolved soon after R
elease 1’s im

plem
entation.  For exam

ple, the variation in 
reactive loads w

ithin the C
A

IS
O

 netw
ork w

ill ultim
ately be determ

ined from
 results from

 the S
tate 

E
stim

ator, but even sm
all errors in estim

ates of reactive loads could cause pow
er flow

 convergence 
problem

s as the m
arket softw

are dispatches resources to new
 operating points that are not in the 

current S
tate E

stim
ator solution.  Therefore, the C

A
IS

O
 w

ill initially use static relationships betw
een 

M
V

A
r and M

W
 com

ponents of load, w
hich m

ay require periodic m
anual updates, but the C

A
IS

O
 w

ill 
be w

orking after M
R

TU
 im

plem
entation to achieve full integration betw

een the S
tate E

stim
ator and 

m
arket pow

er flow
 solutions. 

2  
S

ince S
IB

R
 w

ill not recognize the outage inform
ation subm

itted through S
LIC

, in som
e cases it m

ay 
m

odify a bid by extending the bid curve over a unit’s entire operating range even though an outage 
has been subm

itted.  In the R
elease 1 design, S

LIC
 does interact w

ith the day-ahead m
arket and 

real-tim
e m

arket.  E
ven if S

IB
R

 passes on bids that do not reflect a derate, the C
A

IS
O

 pre-IFM
 and 

real-tim
e m

arket applications w
ill only utilize w

hat the unit is capable of supplying.  H
ow

ever, this 
process is a source of potential confusion w

hen m
arket participants are notified that their bids are 

being extended into operating ranges for w
hich they have properly reported outages. 
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and SIBR
 as of the earlier of M

R
TU

 R
elease 2 or the tim

e that SLIC
 derates becom

e 
recognized by SIB

R
 and SLIC

 interacts w
ith the day-ahead and real-tim

e m
arkets.  The C

AISO
 

w
ill need to ensure sm

ooth functioning of R
elease 1, such as autom

ation of the initial m
anual 

processing and com
pletion of data interfaces am

ong softw
are system

s, before com
m

itting to a 
broad scope of m

arket enhancem
ents. 

The C
AISO

 also needs to recognize that events that cannot be foreseen currently could 
accelerate som

e m
arket enhancem

ents.  For exam
ple, section 2.2.25 (“Partial R

A U
nits”) 

concerns generators for w
hich only a portion of the available capacity is designated for m

eeting 
R

A requirem
ents.  This w

as previously seen as a candidate for im
plem

entation som
etim

e after 
R

elease 1, but as R
elease 1 m

oved through its detailed design stages, needs w
ere recognized 

to im
plem

ent this feature in R
elease 1. 3 

The 9/21/06 M
R

TU
 O

rder (P 33) directed certain additional design enhancem
ents to be m

ade 
by the tim

e of M
R

TU
 R

elease 2, w
hich FER

C
 described as being im

plem
ented about three 

years after R
elease 1. For other enhancem

ents that FER
C

 did not specify either w
ithin 12 

m
onths of M

R
TU

 im
plem

entation or in R
elease 2 and that rem

ain under consideration by the 
C

AISO
, there is no definitive schedule at this tim

e for a subsequent M
R

TU
 release, nor has the 

C
AISO

 m
ade a firm

 com
m

itm
ent to im

plem
ent any specific elem

ent in a subsequent release. 
The C

AISO
 has, how

ever, com
m

itted to conduct the follow
ing activities w

ith regard to M
R

TU
 

subsequent releases, and to engage stakeholders in these activities.  

!
 

Specification of criteria for evaluating and prioritizing candidate elem
ents for inclusion in 

a subsequent im
plem

entation, as described in the introduction.  

!
 

Scoping of M
R

TU
 post-R

elease 1 through a process of defining the candidate elem
ents, 

subjecting them
 to the criteria developed in the previous activity, and prioritizing am

ong 
those candidates that m

eet the criteria to determ
ine a preferred feasible set of elem

ents 
for a single release.  

At this tim
e the follow

ing initiatives are identified for possible post-R
elease 1 im

plem
entation. 

2.2.1 C
onvergence B

idding:  M
R

TU
 R

elease 1A
 

C
onvergence (or virtual) bidding is a m

echanism
 w

hereby m
arket participants can m

ake 
financial sales (or purchases) of energy in the D

ay Ahead m
arket, w

ith the explicit requirem
ent 

to buy back (or sell back) that energy in the R
eal Tim

e m
arket, thereby potentially m

oving the 
D

ay Ahead and R
eal Tim

e prices closer together.   

FER
C

’s 9/12/06 M
R

TU
 O

rder (P 430-452) requires the C
AISO

 to im
plem

ent convergence 
bidding w

ithin 12 m
onths of M

R
TU

 R
elease 1.  FER

C
’s 4/20/07 O

rder (P 105-119) specifies that 
the C

AISO
 m

ust file tariff language for the im
plem

entation of convergence bidding no later than 
60 days prior to the one year anniversary of M

R
TU

 startup. 

The C
AISO

 conducted a public forum
 on convergence bidding on June 13, 2006, and 

subsequently hosted stakeholder conference calls w
ith staff from

 PJM
, N

YISO
 and ISO

-N
E to 

learn about the practices and im
pacts of virtual bidding in other ISO

s.   The C
AISO

 is currently 

                                                
3  

O
ther sections for w

hich at least a partial im
plem

entation is provided in R
elease 1 include 2.2.11 

(M
ulti-day unit com

m
itm

ent in the IFM
), 2.2.16 (A

ncillary S
ervice S

elf-P
rovision at the Interties) (for 

dynam
ic schedules), 2.3.2 (Interchange transactions after the R

eal Tim
e M

arket) (for dynam
ic 

schedules), 2.3.3 (Im
port and E

xport of A
ncillary S

ervices), 2.3.6 (D
ynam

ic/ P
seudo Tie Im

ports), 
2.3.8 (D

ynam
ic S

cheduling for Load and G
eneration), 2.6 (S

pecially S
ituated P

articipants), 2.7 
(Financial Incentives), and 2.8 (Long-Term

 Transm
ission R

ights). 
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engaged w
ith stakeholders to develop the conceptual design for convergence bidding.  R

elated 
docum

ents and w
ritten stakeholder com

m
ents are posted at:   

http://w
w

w
.caiso.com

/1807/1807996f7020.htm
l 

Additional discussion docum
ents are located at: 

http://w
w

w
.caiso.com

/1822/1822931f287d0.htm
l 

 FER
C

’s 9/21/06 M
R

TU
 O

rder also found that the harm
 of further delaying the substantial 

benefits of M
R

TU
 outw

eigh the potential benefits that are to be gained by im
plem

enting 
convergence bidding in R

elease 1, but agreed w
ith com

m
enters that R

elease 1 m
ust include 

provisions to offset LSEs’ incentive to underschedule in the day-ahead m
arket.  The O

rder 
directs the C

AISO
 to develop and file interim

 m
easures, no later than 180 days prior to the 

effective date of M
R

TU
 R

elease 1, to address the potential econom
ic incentive for LSEs to 

underschedule in the day-ahead m
arket until the successful im

plem
entation of convergence 

bidding has been achieved.  D
ocum

ents in the C
AISO

’s process for establishing a day-ahead 
scheduling requirem

ent for R
elease 1 are available at: 

http://w
w

w
.caiso.com

/1bf4/1bf48b33187a0.htm
l 

FER
C

 M
A

N
D

ATED
 – R

ELEA
SE 1A

 

2.2.2 System
-level Scarcity Pricing:  M

R
TU

 R
elease 1A

 
The current M

R
TU

 design provides for scarcity pricing for Energy; how
ever, no explicit 

m
easures are included for scarcity pricing of R

eserves.  In the M
R

TU
 R

elease 1, R
eserve 

prices m
ay exceed the bid cap to the extent of the opportunity cost of Energy.  In other w

ords, 
R

eserve prices w
ill generally be lim

ited to the sum
 of the prevailing bid cap for R

eserves plus 
the prevailing bid cap for Energy.  The question that has faced the C

AISO
 is w

hether (a) this 
im

plicit scarcity pricing (double cap) is adequate for scarcity pricing of R
eserves, or (b) explicit 

scarcity pricing for R
eserves should be provided. 

FER
C

’s 9/21/06 M
R

TU
 O

rder (Paragraphs 1077 to 1079) found that the C
AISO

’s proposal is 
too narrow

ly tailored, and that prices should rise to reflect the increased need for reserves and 
energy, w

hether or not the shortage arises in conjunction w
ith a generation or transm

ission 
outage, in both the day-ahead and real-tim

e m
arkets.  W

hile FER
C

 concluded that the C
AISO

’s 
lim

ited scarcity pricing proposal is a reasonable start for im
plem

entation of M
R

TU
, the C

AISO
 

should further refine its proposal to include a m
ore broadly-triggered reserve shortage scarcity 

pricing, and on a m
ore accelerated basis, to ensure that prices are not inappropriately 

suppressed during periods of genuine scarcity.  The O
rder directs the C

AISO
 to file tariff 

language for the im
plem

entation of an expanded scarcity pricing m
ethodology w

ithin 12 m
onths 

of the effective date of M
R

TU
 R

elease 1.  Furtherm
ore, the O

rder directs the C
AISO

 to develop 
a reserve shortage scarcity pricing m

echanism
 that applies adm

inistratively-determ
ined 

graduated prices to various levels of reserve shortage, to be im
plem

ented w
ithin 12 m

onths 
after R

elease 1.  

The C
AISO

 has initiated its stakeholder process for developm
ent of post-R

elease 1 scarcity 
pricing m

echanism
s.  The C

AISO
’s Scarcity Pricing Issue Paper w

as published on M
ay 31, 

2007, and stakeholder com
m

ents w
ere received in June.  These docum

ents are available at: 

http://w
w

w
.caiso.com

/1bef/1bef12b9b420b0.htm
l 
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FER
C

 M
A

N
D

ATED
 – R

ELEA
SE 1A

 
 

2.2.3 D
ay-A

head M
arket Pow

er M
itigation and U

nit C
om

m
itm

ent Issues 
B

ased on B
id in D

em
and 

In review
ing the C

AISO
’s m

arket design, the consultants LEC
G

 suggested the use of bid-in 
D

em
and rather than D

em
and forecast in Pre- Integrated Forw

ard M
arket (IFM

) passes in the 
D

ay-Ahead M
arket.  LEC

G
 also recom

m
ended elim

inating use of extrem
e D

EC
 bids in Pass 2 

pre-IFM
 for schedules selected in the Pass 1, and unrestricting the pool of resources in IFM

 and 
R

U
C

 based on unit com
m

itm
ent in Pre-IFM

.  LEC
G

’s com
m

ents (February 2005) on these 
issues is located at: 

http://w
w

w
.caiso.com

/docs/2005/02/23/200502231634265701.pdf 

A related issue not addressed by LEC
G

 (or FER
C

) that w
ill have to be w

orked out if pre-IFM
 is 

to be based on bid-in dem
and is R

M
R

 pre-dispatch. R
M

R
 pre-dispatch relies on the use of 

forecast rather than bid-in dem
and.    

FER
C

’s 9/21/06 M
R

TU
 O

rder (P 1089) conditionally accepted the C
AISO

’s proposal to use 
forecasted D

em
and in Pre-IFM

 passes, subject to the C
AISO

 instituting bid-in dem
and as the 

basis for applying m
arket pow

er m
itigation in the pre-IFM

 runs no later than M
R

TU
 R

elease 2 to 
reduce the likelihood of over-m

itigation of suppliers.  

FER
C

’s 4/20/2007 O
rder (P 193) re-iterated that the C

AISO
 m

ust im
plem

ent bid-in dem
and in 

the pre-IFM
 run by M

R
TU

 R
elease 2. In addition, the C

AISO
’s M

arket M
onitoring U

nit  w
as 

directed to m
onitor and report on the effects of m

arket pow
er m

itigation in the day ahead using 
the C

AISO
’s load forecasts instead of bid-in dem

and, including a com
parison w

ith an estim
ate 

of w
hat the am

ount of m
itigation w

ould have been w
ith bid-in dem

and, in the C
AIS

O
 quarterly 

status reports filed in ER
06-615.  

 2.2.4 Sim
ultaneous R

esidual U
nit C

om
m

itm
ent (R

U
C

) and IFM
  

In the current M
R

TU
 design R

esidual U
nit C

om
m

itm
ent (R

U
C

) is perform
ed after com

pletion of 
the IFM

 and does not im
pact D

ay-ahead M
arket Energy, Ancillary Services (AS), and 

C
ongestion/C

R
R

 pricing and settlem
ent. The issue here is w

hether to perform
 IFM

 and R
U

C
 

sim
ultaneously, and if so, how

.   

2.2.4.1 
M

ulti-H
our B

lock C
onstraints in R

U
C

 

SC
E raised a concern that resources m

ay be com
m

itted for a tim
e period that is inconsistent 

w
ith its offer, because R

U
C

 does not observe any m
ulti-hour block constraints.  “SC

E requests 
that the C

AISO
 revise its softw

are to honor m
ulti-hour block constraints in R

U
C

 for R
elease 2.” 

(See SC
E C

om
m

ents on M
arket Initiatives, July 28, 2006, at:   

http://w
w

w
.caiso.com

/1845/18459b7a4f300.pdf) 

FER
C

’s 9/21/06 M
R

TU
 O

rder (P 1280) finds SC
E’s request reasonable that the C

AISO
 should 

honor m
ulti-block constraints as a bidding param

eter for system
 resources in the R

U
C

 process, 
and reiterated the finding that the C

AISO
 should exam

ine w
hether such softw

are changes could 
be im

plem
ented by R

elease 1, or to im
plem

ent them
 as soon as feasible.  In its application for 

rehearing, the C
AISO

 pointed out that the purpose of R
U

C
 is to procure capacity for potential 

dispatch in R
eal-Tim

e, w
hen m

ulti-hour block constraints cannot be enforced, and that the cost 
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of im
plem

enting S
C

E’s proposal w
ould be significant.  FER

C
 granted the C

AIS
O

’s request for 
rehearing, and changed its order to direct the C

AISO
 to im

plem
ent this feature in R

elease 2. 

FER
C

 M
A

N
D

ATED
 – R

ELEA
SE 2 

2.2.5 D
ispatchable D

em
and R

esponse  
The C

AISO
 intends to fully support D

ispatchable D
em

and R
esponse (“D

D
R

”) in its M
R

TU
 

softw
are design.  Price-responsive dem

and w
ill be able to participate in the D

ay-Ahead forw
ard 

Energy m
arket under M

R
TU

.  Such dem
and resources w

ill be able to subm
it price-sensitive bids 

at Load Aggregation Points and then settle any deviations from
 the final D

ay-A
head schedule at 

the R
eal-Tim

e Im
balance Energy price for that Load Aggregation Point.  In addition, 

Participating Loads – i.e., Load that participates in the C
AISO

’s Im
balance Energy and Ancillary 

Services m
arkets as w

ell as pum
ped storage facilities – are types of D

D
R

 resources that are 
m

odeled w
ith added functionality in the C

AISO
’s M

R
TU

 softw
are.  In the M

R
TU

 softw
are 

R
elease 1, Participating Load w

ill be able to participate in the w
holesale Energy and Ancillary 

Services m
arkets w

ith certain lim
itations based on softw

are functionality.  The C
AISO

 is w
orking 

to address som
e of these lim

itations in the R
elease 1 softw

are and intends to develop a m
ore 

robust and com
prehensive integrated solution for the participation of D

D
R

 resources post 
R

elease 1.   

A full D
D

R
 m

odel w
ill not be incorporated into R

elease 1 of the M
R

TU
 softw

are design.  In 
2005, LEC

G
 identified a design concern related to Participating Load that w

ould have resulted 
in inequities betw

een prices settled at Load A
ggregation P

oints and those settled at individual 
nodes if a full D

D
R

 m
odel w

as included in R
elease 1.  Based on this finding, the C

AISO
 

recognized the need to get the design, rules and validation for D
D

R
 “right” and therefore 

deferred the full im
plem

entation of D
D

R
 to occur post R

elease 1.  FER
C

’s 9/21/06 M
R

TU
 O

rder 
(paragraphs 688 and 689) noted that the C

AISO
 had com

m
itted to w

ork w
ith m

arket participants 
to provide additional opportunities for dem

and response in R
elease 2, and accordingly, directed 

the C
AISO

 to w
ork w

ith m
arket participants to present additional opportunities for dem

and 
response resources to participate in the C

AISO
 m

arket.  FER
C

’s 4/20/07 and 6/25/07 O
rders 

have reiterated FER
C

’s guidance to provide additional opportunities for dem
and response. 

Post R
elease 1, the C

AISO
’s full D

ispatchable D
em

and R
esponse m

odel should consider 
incorporating the follow

ing attributes and functionality: 
• 

A three-part bid consisting of: 
o
 

Load curtailm
ent cost 

o
 

M
inim

um
 load reduction cost 

o
 

Load energy bid 
• 

Load curtailm
ent tim

e (tim
e to curtail load) 

• 
M

inim
um

 load reduction tim
e (m

in tim
e after load curtailm

ent) 
• 

M
inim

um
 base load tim

e (m
in tim

e after load restoration) 
• 

M
axim

um
 num

ber of daily load curtailm
ents 

• 
Load drop rate 

• 
Load pickup rate 

• 
M

axim
um

 N
on-spinning reserve capacity (load reduction w

ithin 10 m
inutes) 

The D
D

R
 m

odel should also incorporate the follow
ing additional features: 

• 
The base load com

ponent is a price taker, i.e., it is charged the relevant aggregate LM
P 

as any non-participating load irrespective of dispatch 
• 

W
hen the D

D
R

 is dispatched from
 the base load, it is eligible for recovering its load 

curtailm
ent cost and its hourly m

inim
um

 load reduction cost 
• 

W
hen the D

D
R

 is dispatched, it is paid its LM
P for the load reduction 
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Finally, R
TO

A
dvisors com

m
ents that Electric Service Providers (ESPs) seek assurance that D

R
 

program
s w

ill count tow
ard m

eeting R
esource Adequacy requirem

ents, and seek to include “any 
additional issues that arise that w

ould affect R
A counting for D

R
.” (See C

om
m

ents of 
R

TO
Advisors, July 28, 2006 at:  

http://w
w

w
.caiso.com

/1845/18459965461b0.pdf) 

N
ote: R

ecognizing that m
ost of the existing Participating Loads are large hydro pum

ps, the 
M

R
TU

 R
elease 1 w

ill support having participating pum
p load (or other Participating Load that 

can operate like a pum
p) participate as D

D
R

 using w
hat the C

AISO
 refers to as the 

“pum
p/storage” m

odel.  W
hile the pum

p/storage m
odel is able to provide som

e desired 
attributes of a D

D
R

 resource (e.g., m
ulti-part bids and som

e inter-tem
poral constraints), it has 

lim
itations including an inability to aggregate loads that share com

m
on m

etering.  Therefore, as 
an alternative to the pum

p/storage m
odel, the C

AISO
 is also prepared to support Participating 

Loads using the sam
e Energy Bid structure as non-participating Loads, and to support the 

eligibility of Participating Loads to provide N
on-S

pinning R
eserve through a m

anual w
ork-

around, provided that m
etering and the netw

ork topology support this arrangem
ent.  

The C
AISO

 has recently begun to explore in detail w
hat w

ill be necessary to im
plem

ent the full 
Participating Load m

odel as a post-R
elease 1 m

arket enhancem
ent.  In addition to being part of 

the C
AISO

’s ow
n D

em
and R

esponse initiatives as described in section 3.2.4, this is the focus of 
one of five w

orking groups in a coordinated effort by the C
AISO

, C
alifornia Public U

tilities 
C

om
m

ission, and C
alifornia Energy C

om
m

ission. 

FER
C

 M
A

N
D

ATED
 – R

ELEA
SE 2 

2.2.6 The C
EC

’s proposal on rebate of loss over-collection for renew
able 

resources  
In Spring 2005 in the context of the M

R
TU

 stakeholder process the C
alifornia Energy 

C
om

m
ission (C

EC
) proposed a m

ethod for reducing the im
pact of LM

P-based m
arginal 

transm
ission loss charges on interm

ittent resources. At the tim
e the C

AISO
 and the 

stakeholders agreed to defer discussion of this proposal for consideration after M
R

TU
 R

elease 
1. Subsequently, in the 2005 M

R
TU

 stakeholder and policy resolution process the C
AISO

 
agreed to m

odify the crediting back of m
arginal loss surplus revenues and accelerate that 

process, so the question here is w
hether special treatm

ent for interm
ittent resources is still 

needed, and if so, how
.  FER

C
’s 9/21/06 M

R
TU

 O
rder directs the C

AISO
 to address issues 

related to the integration of interm
ittent resource issues, including transm

ission line loss over 
collection issues, in R

elease 2. 

FER
C

 M
A

N
D

ATED
 – R

ELEA
SE 2 

2.2.7  C
onsideration of a full H

our-A
head settlem

ent m
arket 

This issue is w
hether to augm

ent the tw
o-settlem

ent m
arket design of M

R
TU

 R
elease 1 w

ith a 
third H

our Ahead settlem
ent m

arket, w
hich could be either a substitute for or in addition to the 

H
our Ahead Scheduling Process (H

ASP) elem
ent of the R

elease 1 design. 

2.2.8 D
ynam

ic pivotal supplier test for m
arket pow

er m
itigation  

Local M
arket Pow

er M
itigation in R

elease 1 is accom
plished through prior classification of 

transm
ission constraints as “C

om
petitive” or “N

on-com
petitive”. The question here is w

hether 
this process should (or could) be replaced by “on-the-fly” determ

ination of pivotal suppliers in 
the m

arket-clearing process.   
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2.2.9 M
ulti-settlem

ent system
 for A

ncillary Services  
LEC

G
’s February 2005 report stated that the lack of a full m

ulti-settlem
ent system

 for Ancillary 
Services that optim

izes real-tim
e reserves and settles deviations from

 day-ahead schedules at 
real-tim

e prices could raise consum
er costs w

hen reserves scheduled in the D
ay A

head m
arket 

m
ust generate energy in R

eal Tim
e as a result of m

inim
um

 run tim
es, m

inim
um

 dow
n tim

es or 
transm

ission constraints. The R
elease 1 design procures AS in the D

ay Ahead m
arket to m

eet 
100%

 of forecasted real-tim
e needs, and then procures additional AS increm

entally in R
eal 

Tim
e only to the extent that they are needed due to changes in system

 conditions or dem
and 

exceeding the D
ay A

head forecast. M
oreover, unless the O

perating R
eserves are designated 

as “C
ontingency O

nly”, their energy w
ill be dispatched econom

ically, and if as a result the 
O

perating R
eserves fall below

 the N
orth Am

erican Electric R
eliability C

orporation (N
ER

C
) and 

W
estern Electricity C

oordinating C
ouncil (W

EC
C

) M
inim

um
 O

perating R
eserves C

riteria 
(M

O
R

C
), C

AISO
 w

ill procure additional O
perating R

eserves in real-tim
e. The question to be 

considered is w
hether to m

odify the R
elease 1 design to create a m

ulti-settlem
ent AS m

arket as 
suggested by LEC

G
.   

In M
R

TU
 R

elease 1, FER
C

’s 9/21/06 O
rder on M

R
TU

 found it reasonable for the C
AISO

 to lim
it 

Ancillary Services substitution opportunities to units that are in the appropriate location and 
w

hose bids clear in the relevant m
arket, but directs the C

AISO
 (Paragraph 303) to address the 

possibility of added flexibility for substitution of the source of Ancillary Services in future M
R

TU
 

releases. 

In the 4/20/07 O
rder FER

C
 reiterated that for R

elease 1, the C
om

m
ission accepts the ancillary 

service substitution proposal, and that there w
as no basis for reversing the prior determ

ination 
and for the C

AISO
 to address this issue in future M

R
TU

 releases.  

FER
C

 M
A

N
D

ATED
 – Future M

R
TU

 R
elease 

2.2.10 
C

onsideration of im
port energy in the R

U
C

 process  
Early in the 2005 M

R
TU

 stakeholder process it w
as suggested that im

port energy bids that w
ere 

not cleared in the IFM
 could be considered in the R

U
C

 optim
ization by treating such bids in the 

sam
e m

anner as the m
inim

um
 load bids of internal generators that w

ere not com
m

itted in the 
IFM

. The question to consider is w
hether, in light of the treatm

ent of im
ports in R

U
C

 as filed in 
the R

elease 1 M
R

TU
 tariff, any additional provisions for considering im

ports in R
U

C
 are needed 

or appropriate.   

2.2.11 
M

ulti-day unit com
m

itm
ent in the IFM

  
In M

R
TU

 R
elease 1, the forw

ard looking tim
e horizon in IFM

 is one day, taking into account the 
im

pact of prior com
m

itm
ent of units w

ith very long start up tim
es. D

uring the M
R

TU
 Stakeholder 

m
eetings there w

ere requests that the C
AISO

 m
ake com

m
itm

ent decisions in the IFM
 that look 

out beyond a single day in order to create a com
m

itm
ent decision that is m

ore efficient and 
better reflects the im

pact of startup-up cost for resources that have long start-up tim
es. There 

are several design issues, including the need for bidding and bid replication rules as w
ell as 

softw
are perform

ance and solution tim
e requirem

ents that m
ust be discussed and resolved via a 

stakeholder process before considering m
odification of the softw

are to accom
m

odate M
ulti-D

ay 
unit com

m
itm

ent in IFM
.  

As the C
AISO

 com
pleted its design for R

elease 1, the C
AISO

 found that there is an opportunity 
to run an optim

ization process, “E
xtrem

ely Long-Start C
om

m
itm

ent” (ELC
), follow

ing the 
R

esidual U
nit C

om
m

itm
ent (R

U
C

) process.  The R
U

C
 process is able to consider unit 
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com
m

itm
ent to m

eet the C
AISO

’s forecasted dem
and for generators w

ith up to 18-hour start-up 
tim

es, but there is a sm
all num

ber of generators w
ith start-up tim

es exceeding 18 hours.  The 
ELC

 process gives the C
AISO

 to determ
ine w

hen it should com
m

it these generators, for 
reliability purposes, by using a 48-hour optim

ization period.  Further details of the ELC
 process 

are available in section 6.8 of the BPM
 for M

arket O
perations, at: 

http://w
w

w
.caiso.com

/17e9/17e9d7742f400.htm
l 

There m
ay be lim

itations on the econom
ic optim

ality that can be achieved by using separate 
ELC

, R
U

C
, and IFM

 processes, but these m
ay be unavoidable due to assum

ptions that bids 
subm

itted to the D
ay-A

head M
arket w

ill be applicable on the follow
ing day. 

2.2.11.1 
B

id C
ost R

ecovery for U
nits w

ith R
un Tim

es that exceed 24 hours 

The issue w
as raised by SoC

al Edison that section 11.8.2.1.1 of the M
R

TU
 Tariff is problem

atic 
because it does not fully consider units w

hich have run-tim
es that exceed 24 hours. SoC

al 
Edison requested that the M

R
TU

 Tariff be m
odified to divide the start-up costs by the total run-

tim
e of the unit even if the run-tim

e exceeds 24 hours. Absent this m
odification uplift charges to 

m
arket participants could be artificially inflated.  

In FER
C

s Septem
ber 21 O

rder (paragraph 533) the C
AISO

 w
as directed to “develop and file 

w
ith the C

om
m

ission a plan for units facing these types of constraints for im
plem

entation no 
later than M

R
TU

 R
elease 2”. 

FER
C

 M
A

N
D

ATED
 – R

ELEA
SE 2 

2.2.12 
R

elax D
EC

 B
idding A

ctivity R
ule on Final D

ay-A
head R

esource 
Schedules  
The bidding activity rules in M

R
TU

 R
elease 1 disallow

 post D
ay-Ahead M

arket reduction below
 

the D
ay-A

head energy schedule at energy prices that are low
er than w

hat w
as bid in and 

accepted in the D
ay-Ahead M

arket . This activity rule w
as designed to prevent the “D

EC
” gam

e 
in situations w

here transm
ission derates require re-dispatch of generation in the real-tim

e 
m

arket. LEC
G

 pointed out problem
s w

ith this activity rule. The issue under consideration is to 
relax this activity rule w

ithout the risk of creating “D
EC

” gam
e incentives.  O

ne proposed 
solution is to allow

 a lim
ited re-bid period shortly after the publication of the D

ay-Ahead m
arket 

results (e.g., betw
een 1:00 p.m

. and 3:00 p.m
.) w

ithout enforcing this activity rule.  Accordingly, 
during the re-bid period, accepted D

ay-A
head bids can be changed above or below

 the 
corresponding D

ay-Ahead bid prices for use in the R
eal-Tim

e m
arket.    

2.2.13 
R

am
ping Lim

its for the R
eal-Tim

e Pricing R
un w

ith C
onstrained 

O
utput G

eneration (C
O

G
)  

The February 2005 LE
C

G
 report stated that the m

echanism
 proposed for im

plem
entation of 

real-tim
e constrained output generator (C

O
G

) pricing could result in the calculation of 
inappropriately high prices during circum

stances in w
hich uneconom

ic gas turbines are 
operating as a result of either m

inim
um

 run tim
e or m

inim
um

-dow
n tim

e constraints. The 
proposed solution to be considered, w

hich is used in the N
YISO

 m
arkets, is to use the dispatch 

level of non-C
O

G
 resources from

 the previous interval’s pricing run as the initial operating point 
of the non-C

O
G

 resources in the pricing run for the current interval, rather than using telem
etry 

as basis for the initial operating point of non-C
O

G
 resources as the R

elease 1 softw
are w

ill do.  
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W
hen further analysis is considered concerning this issue, it w

ould be desirable to consider this 
issue together w

ith the ram
p rate issues that are identified in Section 2.2.15, because both 

issues involve the m
athem

atical algorithm
s of com

puting ram
ping constraints. 

2.2.14 
LM

PM
 for C

O
G

 units; provision for daily bidding of m
inim

um
 load  

In the course of the stakeholder discussions and during the Tariff page turn in 2005, several 
participants com

m
ented that the ability for the C

O
G

 resources to bid their M
inim

um
 load on a 

daily basis, subject to local m
arket pow

er m
itigation, w

as stated as a highly desirable feature.  
This issue w

ould explore how
 to im

plem
ent this possible post-release 1 feature. 

2.2.15 
R

am
p R

ate Enhancem
ents  

O
perational ram

p rates are used for scheduling and dispatch in real tim
e. In order to m

aintain 
perform

ance of the softw
are w

ithin the required solution tim
ing param

eters, the num
ber of 

operational ram
p-rate segm

ents supported in R
elease 1 is lim

ited to 4 (versus 10 segm
ents 

initially contem
plated).  O

nly 5%
 of the resources w

ith ram
p-rates operational ram

p-rates 
defined in the M

aster-File w
ould have ram

p rates w
ith m

ore than 4 segm
ents defined. Som

e 
participants have concerns about the reduction in the num

ber of ram
p-rate segm

ents. After 
actual perform

ance is determ
ined, the C

AISO
 can w

ork w
ith its vendor to determ

ine if additional 
operational ram

p-rate segm
ents can be supported.   

W
hile a separate O

perating R
eserve ram

p-rate is used for procuring the spinning and non-
spinning reserves, the O

perational ram
p rate is used for all dispatching of a resource.  To the 

extent the operational ram
p rate at a given operating level is less than the O

perating R
eserve 

ram
p-rate, the resource m

ay be subject to AS “N
o-Pay” charge for reserves that are not actually 

available based on the low
er O

perational ram
p rate.  M

odifications to the softw
are w

ould be 
necessary to m

ore closely align procurem
ent of AS w

ith energy dispatch from
 AS capacity in 

real-tim
e. 

2.2.16 
A

ncillary Service Self-Provision at the Interties  
The M

R
TU

 R
elease 1 design did not include the self-provision of Ancillary Services from

 
interties. Im

port AS could only be bid and m
ust com

pete w
ith im

port energy bids for the use of 
N

ew
 Firm

 U
se (N

FU
) transm

ission capacity. This issue w
ould explore w

hether AS self provision 
from

 the inter-ties can be expanded as a potential post-R
elease 1 feature.  

As the C
AISO

’s detailed design of M
R

TU
 has progressed, the C

AISO
 is considering the 

prospect that self-provision of AS can be accom
m

odated for dynam
ic im

ports.  This prospect 
m

ay be sufficient for the currently anticipated m
arket needs.  This topic m

ay have overlapping 
issues w

ith the direction in FER
C

’s 9/21/06 O
rder on M

R
TU

 (Paragraph 326) to ensure that all 
provisions of ancillary services, self-provided or not, are subject to the sam

e regional 
constraints.  To the extent that this topic is considered further, this topic w

ould be com
bined w

ith 
section 2.2.17 (R

eservation of transm
ission capacity for Ancillary Service exports) since the 

underlying issue of reserving capacity is com
m

on to both issues. 

In the April 20
 FER

C
 O

rder W
estern raised concern that its Boulder C

anyon Project (Project) 
custom

ers in the C
AISO

 C
ontrol Area currently self-provide ancillary services from

 the Project 
over the intertie and into the C

AISO
 C

ontrol Area and that the S
eptem

ber 2006 O
rder is unclear 

as to w
hether these custom

ers can continue to self-provide ancillary services from
 W

estern’s 
C

ontrol Area to the C
AISO

 C
ontrol Area.  FER

C
 directed the C

A
ISO

 to w
ork w

ith W
estern 
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determ
ine w

hether the C
AISO

’s w
ork-around is acceptable to W

estern and to propose any tariff 
revisions no later than 180 days prior to the im

plem
entation of M

R
TU

 R
elease 1 

2.2.17 
Supporting Exports of A

ncillary Services  
U

nder M
R

TU
 R

elease 1 there is no form
al m

echanism
 or specific process for bidding for 

exports of AS, or for scheduling on-dem
and export of AS. The optim

ization does not reserve 
transm

ission capacity for this functionality. In M
R

TU
 R

elease 1, a m
anual w

orkaround w
ill be 

provided for entities w
ith on-dem

and obligation; to the extent transm
ission capacity is available 

(or m
ust be reserved according to ETC

/TO
R

 rights). This issue w
ould explore how

 to build the 
reservation of transm

ission capacity into the optim
ization so that m

arket participants w
ho m

ight 
have an obligation to supply Ancillary Service energy in real-tim

e to neighboring control areas 
can serve this obligation. FER

C
’s 9/21/06 O

rder on M
R

TU
 (Paragraph 355) directs the C

AISO
 

to develop softw
are to support exports of ancillary services in the future through stakeholder 

processes and to propose necessary tariff changes to im
plem

ent this feature no later than 
R

elease 2. 

FER
C

 M
A

N
D

ATED
 – R

ELEA
SE 2 

2.2.18 
H

ourly rather than daily designation of A
ncillary Service 

C
ontingency O

nly Flag 
In M

R
TU

 R
elease 1 the designation of “C

ontingency O
nly” Ancillary Services is accom

m
odated 

on a daily basis. This issue w
ould explore provisions for hourly designation of “C

ontingency 
O

nly” AS a potential post-R
elease 1 feature. 

2.2.19 
M

ulti-Segm
ent rather than single segm

ent A
ncillary Service 

B
idding 

In M
R

TU
 R

elease 1, Ancillary Services Bids consist of a single Bid segm
ent.  In com

m
ents 

leading up to FE
R

C
’s 9/21/06 O

rder on M
R

TU
, Pow

erex requested that m
ulti-segm

ent bidding 
should be provided for som

e Ancillary Services.  W
hile FER

C
 did not im

pose this requirem
ent in 

M
R

TU
 R

elease 1, FER
C

 directed the C
AISO

 (Paragraph 341) to file a report, before m
aking its 

M
R

TU
 R

elease 2 filing, addressing the potential benefits of including this elem
ent. 

FER
C

 M
A

N
D

ATED
 – file report prior to R

ELEA
SE 2 

2.2.20 
M

odeling C
onstraints of C

om
bined C

ycle U
nits 

In M
R

TU
 R

elease 1 different configurations of a com
bined cycle unit are m

odeled collectively as 
a single resource. The idea here is to m

odel each configuration as a separate resource, and 
incorporate softw

are capability to ensure changes in configuration during different scheduling 
and com

m
itm

ent cycles in the course of the optim
ization process respect all relevant technical 

and inter-tem
poral constraints. This approach is of interest to different ISO

s, and the C
AISO

 w
ill 

be m
onitoring the w

ork of other ISO
s in im

plem
enting enhanced functionality.  R

ecognizing the 
softw

are constraints the C
AISO

 is faced w
ith, FER

C
’s 9/21/06 M

R
TU

 O
rder (Paragraph 573) 

directs the C
AISO

 to continue w
orking w

ith softw
are vendors to develop an application that w

ill 
accurately detail the constraints of com

bined cycle units, and to file tariff language for 
im

plem
entation of such im

provem
ents no later than M

R
TU

 R
elease 2. 

FER
C

 M
A

N
D

ATED
 – R

ELEA
SE 2 
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2.2.21 
Treatm

ent of use-lim
ited resources w

ith lim
ited num

ber of hours 
or start ups  
U

se-lim
ited resources accom

m
odated in M

R
TU

 R
elease 1 are those w

ith Energy (M
W

h) 
lim

itations. This issue w
ould explore how

 to incorporate softw
are capability to accom

m
odate 

other types of use lim
itation, including lim

itation on the num
ber of hours of usage, or the num

ber 
of start-ups a resource m

ay be used for, during the scheduling horizon.  Such an evaluation 
w

ould also consider w
hether alternatives exist for this type of functionality, since the 

com
bination of start-up tim

e, m
inim

um
 run tim

e, and m
inim

um
 dow

n tim
e w

ill inherently lim
it the 

num
ber of start-ups for a resource during a day, and the incurrence of start-up costs can cause 

the m
arket optim

ization to m
inim

ize the num
ber of start-ups per day. 

2.2.22 
Start U

p Energy C
onsidered as Instructed Energy D

uring D
ispatch 

The current M
R

TU
 design (R

elease 1) w
ill not explicitly recognize the tim

e lapse from
 unit 

synchronization to operations at its m
inim

um
 stable operating unit.  Any Start U

p Energy, i.e., 
energy produced during the tim

e interval from
 synchronization to m

inim
um

 load, is assum
ed to 

be uninstructed deviation. This issue w
ould explore how

 Start-up Energy m
ight be considered 

as instructed energy during the dispatch process. Various stakeholders have suggested that 
som

e resources m
ay take tim

e to ram
p to m

inim
um

 load, and that better recognition of this 
start-up ram

p w
ould better reflect the im

balance energy needs and reduce uninstructed 
deviations during resource start-up. 

2.2.23 
A

utom
ation of sub-LA

P adjustm
ents in step 3 of LA

P clearing 
validation 
As explained in the M

R
TU

 Tariff and testim
onies, the LAP clearing procedure recom

m
ended by 

LEC
G

 and incorporated in M
TU

 R
elease 1, m

ay under som
e rare conditions result in 

unintended inefficiencies. A three-step process w
as suggested to deal w

ith such rare situations. 
The third step in this process involves “softening” the constraints im

posed by fixed LA
P Load 

D
istribution Factors (LD

Fs) and allow
ing independent adjustm

ent of nodal loads. A m
anual 

process in M
R

TU
 R

elease 1 w
ill accom

plish this step. The issue here is to autom
ate this step in 

the post R
elease 1 M

R
TU

 softw
are.    

2.2.24 
Increase in N

um
ber of LA

P Zones 
FER

C
’s 9/21/06 O

rder on M
R

TU
 found that the C

AISO
’s approach to calculating and settling 

energy charges for load based upon three LAP zones provides a reasonable and sim
plified 

approach for introducing LM
P pricing, w

hile m
inim

izing its im
pact on load.  The O

rder 
recognized that som

e areas could experience higher prices under a nodal m
odel, thus m

aking it 
desirable to soften the distributional im

pacts of LM
P, and also recognized that LM

P could create 
an econom

ic hardship on entities located in load pockets.  Accordingly, FER
C

 approved the 
C

AISO
’s proposal of three m

ajor LAP zones as an acceptable starting point.  H
ow

ever, the 
O

rder directs the C
AISO

 (Paragraph 611) to increase the num
ber of LAP zones for R

elease 2, 
to provide m

ore accurate price signals and assist participants in the hedging of congestion 
charges. 

FER
C

’s 9/21/06 M
R

TU
 O

rder (Paragraph 614) noted that previous guidance orders had asked 
the C

AISO
 to consider an eventual m

ove to nodal pricing for load, and directed the C
AIS

O
 to 

m
ove to nodal pricing for load in the future. 
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FER
C

’s 4/20/07 M
R

TU
 O

rder (Paragraphs 314-331) FER
C

 further directed the C
AISO

 to 
increase the num

ber of LAP zones for R
elease 2.   

FER
C

 M
A

N
D

ATED
 – R

ELEA
SE 2 

2.2.25 
Partial R

A
 U

nits 
C

om
m

ents by R
TO

 Advisors proposed that som
e generators and LSEs m

ay w
ant to enter 

arrangem
ents in w

hich som
e or all of the capacity is designated for m

eeting R
A requirem

ents 
for a period of tim

e, and then not designated for m
eeting R

A requirem
ents for other periods of 

tim
e:  “The C

AISO
 should study w

hat m
odifications are required to M

R
TU

 to allow
 these types 

of arrangem
ents.” (See C

om
m

ents of R
TO

Advisors, July 28, 2006 at:  

http://w
w

w
.caiso.com

/1845/18459965461b0.pdf) 

As the C
AISO

’s M
R

TU
 im

plem
entation has progressed, this feature has been incorporated into 

R
elease 1, as stated in section 6.1.3.2 (“Partial R

esource Adequacy R
esources”) of the BPM

 for 
R

eliability requirem
ents, at: 

http://w
w

w
.caiso.com

/1bfd/1bfde7ef4aae0.doc 

2.2.26 
Sale of C

R
R

s in C
R

R
 A

uctions 
M

oved to section 2.8.2. 

2.2.27 
R

U
C

 Self-Provision 
Because of lim

ited interest by m
ost m

arket participants in R
U

C
 self-provision feature as a 

priority for R
elease 1, the C

AISO
 did not to include this feature in R

elease 1.  H
ow

ever, FER
C

’s 
9/21/06 M

R
TU

 O
rder (Paragraph 172) directs the C

AISO
 to continue to w

ork w
ith m

arket 
participants on this issue, and to provide reasons for the inclusion or exclusion of R

U
C

 self-
provision no later than M

R
TU

 R
elease 2. 

FER
C

 M
A

N
D

ATED
 – Provide reasons for inclusion or exclusion by R

ELEA
SE 2 

2.2.28 
Tw

o-Tier rather than single-tier R
eal-Tim

e B
id C

ost R
ecovery 

A
llocation 

The existing R
eal-Tim

e BC
R

 cost allocation for R
elease 1 of M

R
TU

 consists of a single tier 
charge that is allocated to M

easured D
em

and. In the Septem
ber 21 O

rder FER
C

 ordered the 
C

AISO
 to file tariff language. Stakeholders raised concern regarding the single tier approach 

and have requested that the C
AISO

 im
plem

ent a tw
o tier charge sim

ilar to D
ay-Ahead Bid C

ost 
R

ecovery w
here the first Tier w

ould allocate costs based on cost causation principles.   

In the FER
C

 April 20
th O

rder the C
AISO

 w
as directed to w

ork w
ith stakeholders to develop a 

proposal for tw
o-tiered allocation of real-tim

e bid cost recovery costs that could be included in 
M

R
TU

 R
elease 2. 

FER
C

 M
A

N
D

ATED
 – R

ELEA
SE 2 
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2.2.29 
C

onsideration of U
FE as part of M

etered D
em

and for C
ost 

A
llocation 

SW
P in its M

R
TU

 filing to FER
C

 requested that U
FE be allocated load based costs also. In the 

filing SW
P provided concept of “G

ross D
em

and” incorporating m
etered dem

and and U
FE that 

w
ould replace M

etered D
em

and for the purpose of cost allocation.  

FER
C

 did not disagree w
ith the concept but rejected the case because the issue w

as raised 
late. A sim

ilar request w
as m

ade by SW
P w

ith respect to W
EC

C
/N

ER
C

 cost allocation, FER
C

 
accepted SW

P’s proposal and ordered C
AISO

 to file com
pliance w

ith the provision that m
etered 

dem
and and U

FE w
ould be allocated W

EC
C

/N
ER

C
 charges 

 2.2.30 
Strengthening G

eneral M
arket Pow

er Provisions  
 These three issues w

ere raised in stakeholder com
m

ents to the Initial Scoping of Post M
R

TU
 

R
eleases issue paper that is posted on the C

AISO
 w

ebsite as high priority m
arket 

enhancem
ents for post M

R
TU

 im
plem

entation.  
  

• 
There is currently no Ancillary Service m

itigation; C
AISO

 sub-regional procurem
ent 

creates m
arket pow

er opportunities. 
 

• 
There is currently no R

U
C

 m
itigation; C

AISO
 localized procurem

ent creates m
arket 

pow
er opportunities 

 
• 

Potential problem
s such as hockey stick bidding and evading LM

PM
 need to be 

considered early in M
R

TU 
 The Initial Scoping of P

ost M
R

TU
 R

eleases issue paper is posted on the C
AIS

O
 w

ebsite at the 
follow

ing link: 
 

http://w
w

w
.caiso.com

/1c33/1c33cea74b0a0.pdf 
  2.3 

Seam
s and R

egional Issues  
This topic area includes initiatives to im

prove coordination betw
een the C

AISO
 and neighboring 

control areas, expand m
arkets for im

port and export of energy and capacity, and support the 
continuing developm

ent of effective energy m
arkets across the w

estern region.   

FER
C

’s Septem
ber 21 O

rder on M
R

TU
 discussed seam

s issues and directed FER
C

 staff to 
convene a technical conference in the w

estern region specifically to identify and find solutions 
for any seam

s issues alleged to be created or exacerbated by M
R

TU
. The technical conference 

w
as scheduled for D

ecem
ber 14-15, 2006, in Phoenix.  The C

AISO
 participated in this 

conference.  Shortly before this conference, a Seam
s Issues Subcom

m
ittee (SIS) began to 

m
eet, and set out an agenda of m

ultiple item
s for consideration, m

any of w
hich initially 

concerned potential im
pacts of M

R
TU

.  Both the technical conference and SIS m
eetings to date 

have concluded that w
hile there are several pre-existing issues in w

hich better integration of 
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regional m
arkets can occur, they do not result from

 M
R

TU
 and are not obstacles to M

R
TU

’s 
im

plem
entation.  As these issues are addressed in SIS and sim

ilar forum
s, this section 2.3 w

ill 
be updated as appropriate.   

2.3.1 Im
port and Export of Interm

ittent R
esources 

Across the w
estern region there are specific locations w

here interm
itted resources such as w

ind 
can be operated m

ost productively, but these locations are not necessarily inside the control 
areas that can fully utilize such generation. M

oreover, som
e areas that m

ay not contain highly 
productive interm

ittent resource locations are still subject to renew
able portfolio standards. It is 

necessary, therefore, to develop principles and procedures for im
porting and exporting the 

energy from
 interm

ittent resources in a m
anner that reflects the unique operating characteristics 

of these resources.  This activity spans m
ultiple functions of the C

AISO
 and other organizations, 

including the R
enew

ables R
oadm

ap discussed in section 3.3, and infrastructure-related 
initiatives, as w

ell as m
arket initiatives.  This activity also includes collaborative w

ork am
ong the 

w
estern states’ and federal agencies’ w

ind sharing initiatives.  Because of the variability of 
interm

ittent resources, the m
arket-related aspects have overlapping issues w

ith section 2.3.8, 
“D

ynam
ic Scheduling (Im

port and E
xport) for Load and G

eneration”. 

2.3.2 Interchange transactions after the R
eal Tim

e M
arket 

This item
 w

ill explore w
ays to allow

 SC
s to schedule bilateral im

port and export transactions 
w

ith the C
AISO

 after the close of the R
eal Tim

e M
arket at T-75 m

inutes, in situations w
here the 

needed im
port and export transm

ission capacity is available.  Although som
e interchange 

transactions w
ould not be fully dispatchable, this topic has overlapping issues and w

ould be 
coordinated w

ith section 2.3.8. 

2.3.3 Im
port and Export of A

ncillary Services 
This item

 w
ill consider w

ays to expand the ability to im
port and export reserves, and to clearly 

define the relationship betw
een Energy schedules on interties and the associated ancillary 

service requirem
ents. 

SC
E suggests that interruptible im

ports bidding into the C
AIS

O
 m

arket should be charged for 
the additional O

perating R
eserve.  SC

E com
m

ents that “…
prior to allow

ing non-firm
 im

port 
sales in any future R

elease, the C
AISO

 m
ust, at a m

inim
um

, have system
s in place, w

hich 
charge the non-firm

 im
ports for their associated AS.”  (See SC

E C
om

m
ents on M

arket 
Initiatives, July 28, 2006, at:   

http://w
w

w
.caiso.com

/1845/18459b7a4f300.pdf ) 

Additional aspects of this issue are raised by a requirem
ent in the M

R
TU

 design that w
as stated 

in FER
C

’s 9/21/2006 decision to conditionally approve the M
R

TU
 tariff.  This requirem

ent is that 
export schedules that are not supported by R

A resources should have equal scheduling priority 
as D

em
and w

ithin the C
AISO

 control area, and the C
AISO

 has im
plem

ented this requirem
ent in 

R
elease 1.  In doing so, the C

AISO
 has recognized additional issues, including w

hether the 
requirem

ent for the non-R
A resources to bid into the C

AISO
 m

arket should extend past the D
ay-

Ahead m
arket, and w

hether there should also be an obligation to offer ancillary service bids.  
Alternatively, a scheduling option for a “unit contingent” exports could resolve questions about 
ancillary service requirem

ents for these high-priority exports. 

The C
AISO

 w
ill provide a prelim

inary issue paper to further define these issues. 
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2.3.4 Im
prove Tagging Procedures and Functionality 

This item
 w

ill consider m
ethods to better integrate and stream

line the process of producing 
m

arket schedules and tagging such schedules. By elim
inating duplicate inform

ation that exists 
in m

arket schedules and tags it m
ay be possible to stream

line the control area check-out 
process and elim

inate m
arket schedule and tagging inconsistencies that can have reliability 

im
pacts. By using tag inform

ation such as the physical source and physical sink it m
ay be 

possible to expand upon the benefits of the Full N
etw

ork M
odel by m

odeling the flow
 effects of 

the interchange schedules. 

The C
AISO

 has already acted to request inform
ation in tags that identifies the physical source 

and sink, through O
perating Procedure S-313, “N

ER
C

 Tagging R
equirem

ents”, at: 

http://w
w

w
.caiso.com

/docs/2002/04/26/200204261503156164.pdf 

H
ow

ever, im
proved support of regional congestion m

anagem
ent w

ould result from
 further 

standardization in W
EC

C
 of identifying physical sources, and from

 integration of the tagging 
process w

ithin the C
AISO

’s m
arket processes instead of relying on tags as confirm

ations of 
m

arket schedules.  This w
ould be coordinated w

ith the effort described in section 2.3.5, 
“Exchange of D

ay-Ahead Scheduling Inform
ation”. 

2.3.5 Exchange of D
ay A

head Scheduling Inform
ation 

The C
AISO

 w
ill w

ork w
ith other control areas in the w

est to establish day-ahead exchange of 
scheduling inform

ation, to allow
 coordinated day-ahead congestion m

anagem
ent and to reduce 

the m
agnitude of unscheduled loop flow

s in real tim
e by capturing a m

ajor portion of such flow
s 

in the day-ahead process.  The C
AISO

 is an active participant in the W
EC

C
 Seam

s Issues 
Subcom

m
ittee (SIS).  Pending the developm

ent through SIS of a process for coordinated D
ay-

Ahead congestion m
anagem

ent, the C
AISO

 is pursuing im
provem

ents in its coordination w
ith 

individual neighboring control areas, through the Interconnected C
ontrol Area O

perating 
Agreem

ents that the C
AISO

 has w
ith m

ost of these areas.  These com
m

itm
ents are stated in 

the C
AISO

’s January 16, 2007, “Post-Technical C
onference C

om
m

ents on Seam
s Issues of the 

C
alifornia Independent System

 O
perator C

orporation”, w
hich are available at: 

http://w
w

w
.caiso.com

/1b69/1b69af1156ac0.pdf 

The C
AISO

 has added transm
ission facilities in neighboring control areas to the C

AISO
’s 

netw
ork m

odel in cases w
here the C

AISO
 has determ

ined through optim
al pow

er flow
 studies 

that doing so increases the accuracy of congestion m
anagem

ent w
ithin the C

AISO
 control area, 

and has also developed softw
are functionality in R

elease 1 for m
odeling em

bedded and 
adjacent control areas for w

hich adequate inform
ation is available to the C

AISO
 to support 

these m
odels.  The C

AISO
 w

ill be issuing w
hite papers describing these features. 

Finally, it is notable that the recently adopted N
E

R
C

 standard TO
P-005-1, “O

perational 
R

eliability Inform
ation”, establishes requirem

ents for Balancing A
uthorities and Transm

ission 
O

perators to provide to other Balancing Authorities and Transm
ission O

perators w
ith im

m
ediate 

responsibility for operational reliability, the operating data that are necessary to allow
 them

 to 
perform

 operational reliability assessm
ents and to coordinate reliable operations.  As this 

inform
ation exchange, the C

AIS
O

 expects that it w
ill facilitate im

provem
ents to the C

AISO
’s 

congestion m
anagem

ent.  This standard is at: 

ftp://w
w

w
.nerc.com

/pub/sys/all_updl/standards/rs/TO
P-005-1.pdf 
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2.3.6 D
ynam

ic / Pseudo Tie Im
ports 

Increasingly, dynam
ic scheduling and pseudo-tie scheduling arrangem

ents are being proposed 
and im

plem
ented. As different versions of these arrangem

ents are proposed, the im
pact to the 

m
arket design is evaluated and recom

m
endations m

ade regarding the im
plem

entation of such 
arrangem

ents. In addition, as the new
 arrangem

ents are im
plem

ented, m
onitoring is perform

ed 
to ensure the dynam

ic and pseudo-tie scheduling arrangem
ents are operating as expected.  

This topic w
ill be discussed further under section 2.3.8. 

2.3.7 M
axim

izing Intertie Transfer C
apability 

B
P

A
 identifies this issue as a w

ay to enhance reliability, m
arket com

petitiveness, and system
 

efficiency:  “H
ighest priority should be coordination of ATC

 calculations, outages, and 
curtailm

ents to m
aintain transfer capability.  C

reating opportunities for secondary m
arketing of 

unused capacity is another priority, including using any available intertie rights (not just PTO
 

rights) to reach C
AISO

 m
arkets and participants.”   

BPA’s com
m

ents are located at:   

http://w
w

w
.caiso.com

/1845/184597e041d00.htm
 

2.3.8 D
ynam

ic Scheduling (Im
port and Export) for Load and G

eneration 
N

C
PA’s com

m
ents suggest this m

arket initiative issue for consideration.  (See N
C

PA 
C

om
m

ents, July 28, 2006 at:  

http://w
w

w
.caiso.com

/1845/18459bee52990.pdf ) 

A dynam
ic intertie schedule is one that can be dispatched by the C

AISO
 on the sam

e 5-m
inute 

intervals that apply to generation w
ithin the C

AISO
 control area, or that have specific 

arrangem
ents betw

een control areas for other form
s of sub-hourly dispatch.  In contrast, 

traditional intertie schedules are hourly schedules, w
hich change betw

een hours using 
established ram

ping schedules that are com
m

on throughout W
EC

C
.  As noted in sections 2.3.1, 

2.3.2, and 2.3.6, as w
ell as in this section 2.3.8, topics have arisen that involve changes in 

intertie schedules at intervals that are m
ore frequent than traditional hourly interchange 

schedules.   

In the April 2004 filing of Am
endm

ent 59, footnote #7, the C
AIS

O
 offered the potential for a pilot 

program
.  A pilot program

 provides practical experience and aids in the developm
ent of form

al 
policy, standards and Tariff provisions, if deem

ed appropriate.  M
R

TU
 R

elease 1 supports 
dynam

ic im
ports, as docum

ented in the BPM
 for M

arket O
perations.  M

R
TU

 R
elease 1 also 

supports “pseudo ties” for both im
port and export; this is a variation in w

hich a specific resource, 
that is located w

ithin one control area, is established through contracts as being part of another 
control area for purposes of control area operations. 

The C
AISO

 and S
M

U
D

 have included provisions in the Interconnection C
ontrol Area O

perating 
Agreem

ent (IC
AO

A), that allow
s a dynam

ic scheduling export pilot program
.  The S

utter pow
er 

plant, w
hich is connected to the W

estern Area Pow
er Adm

inistration’s transm
ission system

 in 
the SM

U
D

 control area, is operated as a “pseudo-tie” such that Sutter is considered to be part of 
the C

AISO
 control area and uses transm

ission service through the W
estern transm

ission 
system

.  Sim
ilarly, the N

ew
 M

elones pow
er plant, w

hich is connected to the PG
&E transm

ission 
system

 w
ithin the C

AISO
 control area, is operated as a “pseudo-tie” such that it is considered to 

be part of the SM
U

D
 control area and uses ETC

 rights through the PG
&

E transm
ission system

. 
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D
ynam

ic exports are less com
m

on.  If a m
arket participant identifies a specific need to create a 

dynam
ic export from

 the C
AISO

 control area, the C
AISO

 w
ill w

ork w
ith that m

arket participant to 
determ

ine the best arrangem
ent to m

eet the identified needs. 

2.3.9 N
orm

alization of Standards of the Sale of R
A

 Transm
ission and 

G
eneration A

cross Interties 
This issue w

as raised as a high priority item
 in stakeholder com

m
ents to the D

R
AFT Initial 

Scoping of M
arket Enhancem

ents for M
R

TU
. There are a variety of issues that com

plicate the 
im

port of R
A, energy and ancillary services from

 the N
orthw

est and other adjacent control 
areas. Som

e of these issues are the tim
ing of transaction (T-20 vs T-75), variations in the 

treatm
ent of firm

 energy, and the w
ithholding of unused transm

ission. These problem
s are the 

backdrop for the m
ore obvious problem

s around the im
port of interm

ittent resources, the 
exchange of scheduling Inform

ation and intertie transfer capability. This issue involves the 
C

AISO
 taking several steps tow

ard norm
alizing transactions betw

een control areas. First, a 
regional definition for characteristics of standard transactions and term

s should be sought. 
Second M

R
TU

 design should accom
m

odate those regionally defined transactions. Finally, a 
general agreem

ent enabling the long term
 access to and reservation of transm

ission in the 
regional context (i.e. across ties) should be found.  

 2.4 
C

urrent M
arket Issues (Pre-M

R
TU

) 
This initiative w

ill m
onitor existing m

arket perform
ance and regulatory policy developm

ents to 
identify w

hat if any existing m
arket issues need to be resolved prior to the im

plem
entation of 

M
R

TU
. In order to conserve and focus resources to m

eet the M
R

TU
 initiative, Pre-M

R
TU

 issues 
w

ill be evaluated in term
s of im

pact and effort to ensure only those issues that have the m
ost 

im
pact and least am

ount of effort w
ill be considered for resolution. Som

e m
arket issues that are 

identified as part of this initiative m
ay be recom

m
ended for resolution as part of future releases 

of M
R

TU
.   

2.4.1 Forw
ard Price and R

eal-Tim
e Price C

onvergence 
This initiative w

ill identify the sources of apparent system
atic differences betw

een the forw
ard 

bilateral index prices for energy and the C
AISO

 real-tim
e m

arket price, w
ill assess the im

pacts 
of such differences and explore possible approaches to im

prove price convergence. 

2.4.2 Scheduling A
ccuracy 

This initiative w
ill continue to m

onitor the im
pact scheduling accuracy is having on reliable grid 

operation and m
arket efficiency. As part of this initiative the C

AISO
 w

ill perform
 an evaluation of 

the im
pact the 95-percent scheduling rule is having on the m

arket. 

2.4.3 O
perating R

eserve Procurem
ent 

This initiative w
as originally identified to evaluate the pre-M

R
TU

 im
pacts of proposed new

 
W

EC
C

 operating reserve policy.  W
EC

C
’s process of considering changes to how

 operating 
reserve should be calculated w

ith regard to each type of interchange schedule (firm
, non-firm

, 
unit-contingent) is ongoing at this tim

e.  As this effort progresses, the C
AISO

 w
ill determ

ine its 
requirem

ents under new
 standards that m

ay be adopted.  
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2.4.4 Paym
ent A

cceleration 
SC

E and R
TO

A
dvisors suggest the on-going effort to reduce the am

ount of tim
e for settlem

ent 
reconciliation should be included as a m

arket initiative issue.   

“SC
E has not seen a C

AIS
O

 process to actually im
plem

ent paym
ent acceleration assum

ing an 
M

R
TU

 im
plem

entation of N
ovem

ber 2007.  If paym
ent acceleration is still expected to be 

im
plem

ented six m
onths after R

elease 1, the C
AISO

 m
ust refocus attention on this issue.”  (See 

SC
E C

om
m

ents on M
arket Initiatives, July 28, 2006, at:   

http://w
w

w
.caiso.com

/1845/18459b7a4f300.pdf ) 

“This is not a Post R
elease 1 issue, but should be included in the category, “C

urrent M
arket 

Initiatives (pre-M
R

TU
). W

e urge the C
AISO

 to add this to the list of active M
arket Initiatives and 

to discuss progress on this effort at future m
eetings.” (See C

om
m

ents of R
TO

Advisors, July 28, 
2006, at:   

http://w
w

w
.caiso.com

/1845/18459965461b0.pdf ) 

2.4.5 System
 for R

eporting O
utages and D

erates 
SC

E com
m

ents that the current system
 for reporting unit outages and derates is inadequate for 

participants w
ith large generation portfolios. 

“Sim
ply put, the current outage reporting system

s are insufficient to im
plem

ent settlem
ent 

functions related to either U
D

P or for unit derate reporting.  Thus, prior to the C
AISO

 
im

plem
enting settlem

ents or penalties for U
D

P or unit derate reporting, the current SLIC
 

reporting system
s m

ust be enhanced or replaced.”  (See SC
E C

om
m

ents on M
arket Initiatives, 

July 28, 2006, at:   

http://w
w

w
.caiso.com

/1845/18459b7a4f300.pdf ) 

The C
AISO

 notes that a stakeholder process is underw
ay to explore alternatives that can be 

utilized to establish an appropriate explicit m
inim

um
 m

egaw
att threshold for the outage 

reporting.  This stakeholder process w
ill also provide an additional opportunity to further clarify 

and respond to any additional questions or concerns M
arket Participants m

ay have w
ith 

reporting requirem
ents.  

M
ore inform

ation on this stakeholder process can be found on the C
AISO

 w
ebsite at  

http://w
w

w
.caiso.com

/1c27/1c27cfda27310.htm
l 

2.4.6 M
ultiple SC

s at a Single M
eter 

O
n June 7, 2006, FER

C
 issued an order directing the C

AISO
 to address the current prohibition 

on the use of m
ultiple Scheduling C

oordinators at a single m
eter.  O

n July 12, 2006 the C
AISO

 
posted a W

hite Paper identifying various options for dealing w
ith this issue.  The W

hite Paper is 
located at: 

http://w
w

w
.caiso.com

/1832/1832c86e1ade0.pdf 

The C
ity of R

iverside has com
m

ented that full-scale im
plem

entation of the capability of m
ultiple 

SC
s in bidding, operation and settlem

ent w
ould be desirable. 

SC
E suggests the C

AISO
 should consider redirecting its lim

ited staff to focus on other issues 
such as M

R
TU

 (R
elease 1) im

plem
entation. 
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Pursuant to the C
AISO

’s com
pliance filing on Septem

ber 7, 2006, the FER
C

 noted that at this 
point there is m

inim
al stakeholder interest for pursuing an im

m
ediate softw

are solution for the 
"M

ultiple SC
 at a Single M

eter" issue. The C
AISO

’s "R
anking C

riteria" w
ill be applied in the 

future to help determ
ine the priority of issues to be developed further and im

plem
ented after 

M
R

TU
 R

elease 1. 

2.5 
R

eliability Products  
The focus of this initiative is to determ

ine how
 the C

AISO
 can m

eet its needs for reliability 
products and services in the m

ost efficient m
anner, utilizing m

arket m
echanism

s w
here 

effective. In the course of this assessm
ent the C

AISO
 w

ill also consider w
hether new

 products 
or services should be defined to m

eet reliability needs that are not fully m
et by existing products. 

The follow
ing products have been identified to date.  

2.5.1 Voltage Support and B
lack Start Procurem

ent 
This project is a re-appraisal of procurem

ent m
ethods for these tw

o services, pursuant to the 
C

AISO
’s com

pliance filing to FER
C

 (ER
98-3760-012) under D

ocket ER
98-3760. This activity is 

independent of M
R

TU
, but w

ill be coordinated w
ith that project.  The C

AISO
 presented papers 

on these topics during a stakeholder conference call on June 29, 2006, w
hich are available at: 

http://w
w

w
.caiso.com

/181c/181ca4c9731f0.htm
l 

These papers concluded that there is a w
ide variety of procurem

ent and cost allocation m
ethods 

am
ong m

arkets around the w
orld, and that further studies could consider a range of future 

options.  

2.5.2 Frequency R
esponsive R

eserve (FR
R

) 
R

ecently the W
EC

C
 C

om
pliance M

onitoring and O
perating Practices Subcom

m
ittee (“C

M
O

PS”) 
proposed the definition of a new

 Ancillary Service, Frequency R
esponsive R

eserve (“FR
R

”), 
w

hich w
ill have one-m

inute response capability.  An estim
ate is that 3200 M

W
 of this reserve 

w
ill be needed in the w

est, of w
hich 750-800 M

W
 w

ill be needed w
ithin the C

AISO
 C

ontrol Area.  
If approved ultim

ately by W
EC

C
, the C

AISO
 w

ill need to determ
ine the m

ost effective w
ay to 

procure this service and develop the appropriate procurem
ent m

echanism
.  At the June 2007 

W
EC

C
 Board of D

irectors m
eeting adopted a proposal by the W

EC
C

 O
perations C

om
m

ittee for 
a regional criterion to provide for W

estern Interconnection-w
ide field testing of the FR

R
 

concepts, w
hose intent is data collection and data analysis, and w

hich expires in Septem
ber 

2009 unless it is extended by the O
perating C

om
m

ittee. 

As this effort progresses, the C
AISO

 w
ill determ

ine its requirem
ents under this standard. 

2.5.3 Spinning R
eserve from

 Participating Load 
Som

e of the ISO
s/R

TO
s currently allow

 spinning reserve from
 loads.  

O
n July 27, C

AISO
 filed its com

m
ents to C

PU
C

 on D
ocket N

o. R
.07-01-041-O

rder Instituting 
R

ulem
aking regarding policies and protocols for dem

and response, load im
pact estim

ates, etc. 
An excerpt from

 C
AISO

 com
m

ent: 

“D
em

and resources can offer reliability services to the C
AISO

. C
urrently, reliability services 

offered by dem
and resources include im

balance energy and non-spinning reserve capacity for 
use by the C

AISO
 in its real-tim

e operations. In the future, dem
and resources could potentially 

be eligible to provide additional ancillary services, such as spinning reserve and regulation, to 
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the C
AISO

. These services are generally considered higher quality in nature, given their 
inherent response tim

es.” 

Loads can and are providing valuable reliability product such as spinning reserve.  C
urrently 

due to W
EC

C
 regulations load in C

alifornia m
ay not provide reliability products beyond N

on-
Spinning R

eserve.  

2.6 
Specially Situated Participants  

This area includes initiatives targeted to entities w
hose special circum

stances or needs w
arrant 

som
e sort of special provisions.  

SC
E offers the general com

m
ent that “M

R
TU

 w
ill continue to have ‘Phantom

 C
ongestion’  

because of disparate treatm
ent of transm

ission.  SC
E view

s uniform
 transm

ission as an 
im

portant goal for the C
AISO

 and encourages the C
AISO

 to strive for that result.”  (See SC
E 

C
om

m
ents on M

arket Initiatives, July 28, 2006, at:  

http://w
w

w
.caiso.com

/1845/18459b7a4f300.pdf 

2.6.1 M
etered Subsystem

s 
C

urrently M
etered S

ubsystem
s (M

SS) have the capability to participate in the C
AISO

 M
arkets, 

but tend not to participate fully: (1) to keep their reserves available for load follow
ing, (2) to 

prevent their generating units from
 being dispatched to serve other entities’ dem

and and risk 
leaving the M

SS short to serve their ow
n dem

and, and (3) tax exem
pt status of bonds used to 

fund the construction of the generating units to serve their m
unicipal custom

ers could be lost if 
the resources’ energy is sold to parties other than their intended custom

ers. O
ne objective of 

the C
AISO

 is to encourage M
S

S
 to participate m

ore fully in the C
AISO

 M
arkets.   

To encourage greater M
SS participation in the m

arkets, the C
AISO

 m
ay perform

 analyses to 
assess the nature and level of risks for M

SS participating in the m
arkets, and to estim

ate the 
m

agnitude of lost opportunities for M
SS w

ho elect not to participate in the m
arkets for each 

com
bination of M

SS elective options (i.e., load follow
ing versus non-load follow

ing, net versus 
gross settlem

ent, etc.). The C
AISO

 w
ill also exam

ine the costs to the C
AISO

 and to non-M
SS 

M
arket Participants (e.g., via G

M
C

) to accom
m

odate M
SS entities. 

At the sam
e tim

e the C
AISO

 w
ill continue to w

ork to ensure that the M
SS entities are fully 

integrated into M
R

TU
 R

elease 1 and subsequent releases. FER
C

’s M
R

TU
 O

rder addressed a 
num

ber of M
SS issues, several of w

hich the C
AISO

 w
as able to address directly in the 60-day 

com
pliance filing on N

ovem
ber 20. There are som

e other issues, how
ever, that w

ill be the topic 
of stakeholder discussion in the next few

 m
onths and w

ill culm
inate in additional tariff language 

on M
SS being filed by the C

AIS
O

 in the first half of 2007.   

2.6.2 ETC
 and C

onverted R
ights H

olders 
N

o C
AISO

 initiatives are identified at this tim
e.  

2.6.3 Transm
ission O

w
nership R

ights 
Arrangem

ents w
ith parties holding Transm

ission O
w

nership R
ights (TO

R
) are currently under 

developm
ent.  
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2.6.4 D
ynam

ic Scheduling of Exports 
This topic has been m

erged into section 2.3.8, “D
ynam

ic Scheduling (Im
port and E

xport) for 
Load and G

eneration”. 

2.7 
Financial Initiatives  

2.7.1 G
M

C
 U

nder M
R

TU
 

O
n July 26, 2006 the C

AIS
O

 filed w
ith FER

C
 a request to extend the current G

M
C

 settlem
ent 

until the earlier of M
R

TU
 im

plem
entation or D

ecem
ber 31, 2007 w

ith one change to elim
inate a 

single rate applied to the M
odesto Irrigation D

istrict.  N
o protests w

ere filed.  O
n Septem

ber 6, 
2006, FER

C
 approved the C

AIS
O

 request by letter order.   

Since Septem
ber 2006, the C

AISO
 has been w

orking w
ith stakeholders on the G

M
C

 rate 
structure under M

R
TU

.  Stakeholders and the C
AISO

 have agreed on a set of G
M

C
 rate 

structure elem
ents that w

ill allow
 SaM

C
 program

m
ing to begin, w

hile providing a structure by 
w

hich analysis of im
pacts can be perform

ed over the com
ing m

onths.  The G
M

C
 rate structure 

under M
R

TU
 w

ill be discussed at the O
ctober 2007 C

AIS
O

 Board of G
overnor’s M

eeting and 
w

ill be filed w
ith FER

C
 by O

ctober 31 2007.  

2.7.2 C
redit R

equirem
ents For C

R
R

 H
olders 

W
ith the introduction of obligation C

R
R

s in M
R

TU
, the C

AISO
 M

arket Participants m
ay obtain 

negative valued C
R

R
s, w

hich w
ould have financial obligations in the C

AISO
 day ahead m

arket.  
If the holder of a negative valued C

R
R

 defaults, that w
ould create a financial risk for the rest of 

the C
AISO

 m
arket participants. To m

inim
ize the risk of paym

ent default by the negative valued 
C

R
R

 holder, collateral am
ounts w

ill be required. C
AISO

 w
ill develop proposals to determ

ine the 
collateral am

ount for the ow
ners of negative valued C

R
R

s.    

This topic w
ill cover both the initial year of M

R
TU

 w
hen historical LM

P data is not available to 
assess credit requirem

ents, as w
ell as subsequent years of M

R
TU

 w
hen historical data is 

available. The stakeholders m
ost directly affected by this initiative w

ill be those w
ho hold C

R
R

s, 
regardless of how

 those C
R

R
s w

ere obtained, i.e., through allocation, through the C
AIS

O
 

auction, or through bilateral trades in the secondary m
arket.  

The C
AISO

 has developed its C
R

R
 credit policies through a stakeholder process, for w

hich the 
C

AISO
’s docum

ents and stakeholder com
m

ents are available at: 

http://w
w

w
.caiso.com

/1b8c/1b8cdf25138a0.htm
l 

The C
AISO

’s credit requirem
ent policies for C

R
R

s are described in the Business Practice 
M

anual on C
redit M

anagem
ent.  
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2.8 
C

ongestion R
evenue R

ights
4 

This section describes enhancem
ents to the C

AISO
’s rules and system

s related to C
ongestion 

R
evenue R

ights (C
R

R
s), including both short-term

 (i.e., one-year Seasonal and M
onthly) C

R
R

s 
as w

ell as Long Term
 C

R
R

s. The enhancem
ents generally fall into tw

o categories: those w
hich 

FER
C

 has ordered or the C
AIS

O
 has already com

m
itted to im

plem
ent for C

R
R

 Year Tw
o, 5 and 

those w
hich are candidates at this tim

e to be considered for im
plem

entation in C
R

R
 Year Tw

o 
or at a later tim

e. At this tim
e the C

AISO
 expects to im

plem
ent enhancem

ents 2.8.1, 2.8.2, and 
2.8.3 for C

R
R

 Year Tw
o.  

2.8.1 Increased M
W

 G
ranularity of C

R
R

 Tracking 
The C

AISO
’s initial im

plem
entation of the system

 for tracking C
R

R
 holdings cannot track C

R
R

 
M

W
 quantities sm

aller than 0.1 M
W

.  R
ecent changes to som

e of the C
R

R
 rules – particularly 

the rules for C
R

R
 transfers to reflect load m

igration and for disaggregating C
R

R
 nom

inations 
sourced at Trading H

ubs in the allocation process – have created a need for finer granularity in 
the C

R
R

 tracking system
. The C

AISO
 has already com

m
itted to correcting this lim

itation for 
C

R
R

 Year Tw
o, and FER

C
’s July 6 O

rder affirm
ed that if the C

AISO
 is unable to correct this 

lim
itation w

ithin six m
onths after the start of M

R
TU

 (w
hich is approxim

ately w
hen the C

R
R

 Y
ear 

Tw
o C

R
R

 process w
ill begin), the C

AISO
 m

ust m
ake a com

pliance filing explaining w
hy this 

m
odification could not be m

ade. 

2.8.2 Sale of C
R

R
s in the C

R
R

 A
uctions 

The C
R

R
 system

s for C
R

R
 Year O

ne do not have functionality to allow
 a party to offer for sale 

in a C
AISO

 C
R

R
 auction som

e of the sam
e C

R
R

s that w
ere previously aw

arded in an auction or 
allocation process. The system

s do allow
 the party to engage in a financially equivalent 

transaction, but this equivalent transaction results in the party holding tw
o equal and opposite 

C
R

R
s that net out financially, rather than allow

ing an actual transfer of the original C
R

R
. For 

exam
ple, if the party holds a C

R
R

 of 10 M
W

 from
 source A to sink B and w

ants to sell that C
R

R
 

in a C
AISO

 auction, under the C
R

R
 Year O

ne functionality the party cannot offer to sell that 
exact C

R
R

, but m
ust offer to buy at a negative price (assum

ing the original A to B C
R

R
 has 

positive expected value) a C
R

R
 of 10 M

W
 from

 source B to sink A. If this offer clears the 
auction, the party ends up holding tw

o 10 M
W

 C
R

R
s, one from

 A to B and another from
 B to A, 

and receives paym
ent for the negative auction clearing price of the B to A C

R
R

 w
hich should be 

the sam
e as the price the party w

ould have received for selling the A to B C
R

R
 at a positive 

price.  

O
f course, the party also has the option of selling the original A to B C

R
R

 bilaterally and then 
registering the bilateral transaction in the C

AISO
’s Secondary R

egistration System
, but several 

                                                
4  

This section of the R
oadm

ap w
as previously called “Long-Term

 Transm
ission R

ights.” The title and 
scope of the section are being changed w

ith this edition of the R
oadm

ap to reflect significant C
A

IS
O

 
FE

R
C

 filings and FE
R

C
 orders that have occurred since the earlier edition, in particular the C

A
IS

O
’s 

January 29, 2007 Long Term
 C

R
R

 com
pliance filing and FE

R
C

’s July 6, 2007 O
rder on C

R
R

s (see 
docum

ents posted at http://w
w

w
.caiso.com

/1845/1845dca750770.htm
l). A

s a result it is appropriate 
to have a C

R
R

 section of the R
oadm

ap that encom
passes both short-term

 (S
easonal and M

onthly) 
as w

ell as Long Term
 C

R
R

s.  
5  

The term
 “C

R
R

 Year Tw
o” refers to calendar 2009. O

n an ongoing basis the annual C
R

R
 process for 

the release of one-year S
easonal and Long Term

 C
R

R
s to be effective at the start of the upcom

ing 
calendar year w

ill be conducted starting several m
onths in advance of January 1 of each calendar 

year, as specified in the B
usiness P

ractice M
anual for C

R
R

s. 
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parties have previously indicated in the stakeholder process that the ability to offer C
R

R
 

holdings for sale in a C
AISO

 auction process w
ould enhance the efficiency of the C

R
R

 m
arket. 

FER
C

’s Septem
ber 21, 2006 M

R
TU

 O
rder affirm

ed that it w
ould be useful to have this feature, 

and the C
AISO

 has planned to consider this functionality am
ong the enhancem

ents to the C
R

R
 

system
s for C

R
R

 Year Tw
o. The Septem

ber 21 O
rder directs the C

AISO
 to file tariff language to 

im
plem

ent the ability to sell C
R

R
s in the C

R
R

 auctions no later than M
R

TU
 R

elease 2.  

2.8.3 M
ulti-period O

ptim
ization A

lgorithm
 for Long Term

 C
R

R
s 

W
hen the C

AISO
 perform

s the initial release of Long Term
 C

R
R

s for the period 2008-2017, the 
Sim

ultaneous Feasibility Test (SFT) optim
ization w

ill treat the entire 10-year tim
e horizon as a 

single tim
e period (for each com

bination of S
eason and Tim

e of U
se period) w

ith respect to 
netw

ork m
odel assum

ptions. For C
R

R
 Year Tw

o and beyond, the C
AISO

 has recognized that a 
m

ulti-period algorithm
 can result in a m

ore optim
al allocation of Long Term

 C
R

R
s because it 

w
ould be able to reflect different assum

ptions for each year regarding the availability of grid 
capacity for C

R
R

s, in particular the know
n expiration of previously released Long Term

 C
R

R
s, 

E
xisting Transm

ission C
ontracts and C

onverted R
ights. The C

AISO
 has com

m
itted to explore 

this enhancem
ent for C

R
R

 Year Tw
o, and FER

C
’s July 6 O

rder affirm
ed that if the C

AISO
 and 

its stakeholders choose to im
plem

ent the m
ulti-period algorithm

, the C
AISO

 m
ust m

ake a 
com

pliance filing w
ithin 30 days explaining the reasons for the change, how

 the change w
ill 

affect Long Term
 C

R
R

 nom
inations, and how

 the change has been tested. 

2.8.4 Softw
are for B

undling Individual PN
ode C

R
R

s into Trading H
ub C

R
R

s 
The rules for handling C

R
R

 nom
inations sourced at a Trading H

ub in the allocation process use 
a “disaggregation” approach w

hereby such nom
inations are disaggregated or unbundled into 

individual Point-to-Point C
R

R
s each of w

hich has as its source a G
enerating U

nit PN
ode that is 

a constituent of the Trading H
ub. Such nom

inations are then subm
itted to the optim

ization and 
eventually aw

arded to the nom
inating LSE in the unbundled form

. Although the C
R

R
 Sources in 

the aw
arded “bundle” are expected to closely resem

ble the com
position of the Trading H

ub, 
they w

ill in general not m
atch the Trading H

ub exactly. FER
C

’s July 6 O
rder directed the C

AISO
 

to consider w
hether to develop softw

are to assist LSEs in the trading of Trading H
ub C

R
R

s by 
“rebundling” individual PN

ode C
R

R
s to reconstitute a Trading H

ub C
R

R
. M

ore generally the 
C

AISO
 is also required by the O

rder to m
ake a com

pliance filing w
ithin 6 m

onths after the start 
of M

R
TU

 that explains w
hether the disaggregation m

ethod rem
ains appropriate.   

2.8.5 C
R

R
 Source Verification A

fter C
R

R
 Year O

ne 
The current M

R
TU

 tariff provides for C
R

R
 source verification in conjunction w

ith C
R

R
 allocation 

to LSEs serving internal load only for C
R

R
 Year O

ne. FE
R

C
’s July 6, 2007 O

rder on C
R

R
s 

encourages the C
AISO

 to consider im
plem

enting som
e form

 of source verification process in 
C

R
R

 Year Tw
o and beyond. 

2.8.6 Flexible Term
 Lengths of Long Term

 C
R

R
s   

FER
C

’s July 6, 2007 O
rder on C

R
R

s encourages the C
AISO

 to consider future flexibility to 
allow

: (i) Long Term
 C

R
R

s in excess of 10 years, or (ii) annual C
R

R
s w

ith guaranteed renew
al 

rights up to year 10, or (iii) Long Term
 C

R
R

s w
ith term

s ranging from
 2 to 9 years.  FER

C
 notes 

that any subsequent change in the available term
 lengths w

ould have to respect the rights of the 
holders of any outstanding 10-year C

R
R

s. 
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2.8.7 Long Term
 C

R
R

 A
uction 

The C
AISO

’s January 29, 2007 com
pliance filing on Long Term

 C
R

R
s noted that several parties 

w
anted the C

AISO
 to im

plem
ent an auction process for Long Term

 C
R

R
s, w

hich the C
AISO

 
agreed to consider for a future release. FER

C
’s July 6, 2007 O

rder on C
R

R
s encourages the 

C
AISO

 to initiate the stakeholder process and file tariff language to im
plem

ent an auction for 
residual Long Term

 C
R

R
s in M

R
TU

 R
elease 2. 

2.8.8 R
elease of C

R
R

 O
ptions 

FER
C

’s July 6, 2007 O
rder on C

R
R

s urges the C
AISO

 to continue exploring the feasibility of 
im

plem
enting option C

R
R

s in a subsequent M
R

TU
 release.  

2.8.9 C
R

R
 O

ptim
ization A

lgorithm
 

U
nder the current algorithm

, w
hen tw

o or m
ore C

R
R

 allocation nom
inations by different LSEs 

com
pete for lim

ited transfer capacity on a binding transm
ission constraint, the optim

ization 
algorithm

 w
ill try to m

axim
ize the am

ount of C
R

R
s released by reducing the C

R
R

 nom
ination 

that has highest effectiveness in relieving the constraint. The advantage of this approach is that 
the total overall M

W
 of C

R
R

s released is m
axim

ized. An undesirable side effect, how
ever, is 

that the reduction in aw
arded C

R
R

s due to the constraint w
ill typically fall entirely on the one 

LSE that nom
inated the m

ost effective C
R

R
. In previous stakeholder discussions this aspect of 

the optim
ization algorithm

 w
as identified as a feature w

e could not change for C
R

R
 Y

ear O
ne. A 

possible alternative the C
AIS

O
 now

 w
ants to discuss w

ith stakeholders is to utilize a “w
eighted 

least squares” algorithm
 that w

ould allocate shares of the constrained transm
ission facility to 

each C
R

R
 nom

ination that has som
e effectiveness on the constraint. Although this approach 

w
ill typically result in few

er total C
R

R
s being allocated, it m

ay be considered a m
ore equitable 

approach to C
R

R
 allocation because it distributes the im

pact of the constraint across all LSEs 
w

hose nom
inations contribute to that constraint.  

As a final point, note that the problem
 described is really only a problem

 in the C
R

R
 allocation 

processes. In the C
R

R
 auction processes the objective of the optim

ization algorithm
 is to 

m
axim

ize net auction revenues and therefore the bid prices are also taken into account in any 
reductions of bid M

W
 to relieve constraints. Auction participants can use their bid prices to 

express the relative value they place on obtaining C
R

R
s that im

pact congested transm
ission 

facilities.  

3. Supply A
dequacy Initiatives 

The broad area of Supply A
dequacy includes prim

arily activities in w
hich the C

AISO
 is a 

participant but does not play a lead role, although in m
ost activities the C

AISO
 does have very 

specific and essential roles and responsibilities. In addition m
ost – but not all – of the initiatives 

included in this area fall under state or local regulatory jurisdiction rather than under FE
R

C
 

jurisdiction.  

3.1 
N

ear-term
 (2006) R

esource A
dequacy  

The C
AISO

 and C
PU

C
 have been engaged in separate but related efforts to establish a 

regulatory fram
ew

ork to ensure that adequate capacity is com
m

itted in a forw
ard tim

e fram
e to 

allow
 the C

AISO
 to operate the grid reliably. In the C

PU
C

 arena this effort is called “R
esource 

Adequacy,” and it is im
plem

ented through C
PU

C
 D

ecisions issued in 2004, 2005, 2006 and 
2007 that establish R

esource Adequacy R
equirem

ents that becam
e effective June 1, 2006. The 
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C
AISO

 continues to develop com
plem

entary resource adequacy requirem
ents w

ithin its tariff 
w

hich w
ere originally established through a tariff filing (the Interim

 R
eliability R

equirem
ents 

Program
) that w

as filed at FER
C

 on M
arch 13, 2006 and accepted w

ith relatively m
inor 

m
odifications on M

ay 12, 2006. In addition the C
PU

C
, issued a decision on June 29, 2006 that 

form
ally established locational capacity requirem

ents for load serving entities under it’s 
jurisdiction to becom

e effective in 2007 and m
ost recently, on June 21, 2007 the C

om
m

ission 
established a zonal R

A im
plem

entation proposal that effectively addressed the C
AISO

’s zonal 
capacity needs.  

At a high-level, the “N
ear-term

 R
esource Adequacy” activities consist of staff from

 the C
AISO

, 
C

PU
C

 and C
EC

 w
orking together to im

plem
ent the on-going regulatory fram

ew
ork established 

by the C
P

U
C

 D
ecisions and the FER

C
 O

rder. Staff from
 the C

PU
C

, C
EC

 and C
AISO

 
coordinates w

eekly, if not m
ore often, to ensure effective im

plem
entation and refinem

ent of the 
C

PU
C

’s resource adequacy program
. 

 3.2 
Long Term

 System
 Security  

The larger share of activities that w
ill ultim

ately support Long Term
 System

 Security are being 
conducted under the procedural um

brella of the C
PU

C
’s Long Term

 Procurem
ent Plan (LTPP) 

R
ulem

aking. This C
PU

C
 rulem

aking includes the Phase 1 and P
hase 2 R

esource Adequacy 
proceedings as w

ell as several m
ore narrow

ly focused activities such as the D
em

and R
esponse 

proceeding, all of w
hich are discussed in the next four sub-sections, the first of w

hich provides 
an overview

 of the entire Long Term
 Procurem

ent Plan R
ulem

aking. The final tw
o sub-sections 

describe Long Term
 System

 Security initiatives that are closely inter-related w
ith the C

PU
C

’s 
LTPP R

ulem
aking but are led by the C

AISO
.  

3.2.1 C
PU

C
 Long Term

 Procurem
ent Plan R

ulem
aking 

O
n February 16, 2006, the C

PU
C

 issued its O
rder Instituting R

ulem
aking (“O

IR
”) for Long Term

 
Procurem

ent Plans (R
.06-02-003). This new

 proceeding functions as the um
brella rulem

aking 
for all other procurem

ent related proceedings at the C
PU

C
. It encom

passes all phases of the 
C

PU
C

’s R
esource Adequacy proceeding, including Phase 1 and Phase 2 described below

, as 
w

ell as the original R
esource Adequacy proceeding conducted in 2004-2005. In its O

IR
 the 

C
PU

C
 describes this R

ulem
aking as follow

s:  

The prim
ary purpose of this rulem

aking is to serve as the C
om

m
ission’s forum

 to 
integrate all procurem

ent policies and related program
s.  A key representation of this 

integration is the filing, review
 and adoption of long-term

 procurem
ent plans by the 

IO
U

s.  These plans w
ill cover the period 2007 to 2016 and they w

ill reflect all of the 
decisions m

ade by the C
om

m
ission since the last filing of long-term

 plans.  In 
addition, this rulem

aking w
ill seek the participation of ESPs [retail Electric Service 

Providers] and C
C

As [C
om

m
unity C

hoice Aggregators} as contributors to the state’s 
long-term

 resource planning process.  …
This rulem

aking w
ill serve as an um

brella 
proceeding to handle the procurem

ent policy issues that do not w
arrant a separate 

rulem
aking and it w

ill provide a place to integrate all of our efforts ongoing in the 
other procurem

ent related dockets, including: 

1. 
C

om
m

unity C
hoice Aggregation (R

.03-10-003); 

2. 
D

em
and R

esponse program
 plans (A.05-06-006 et al.); 

3. 
C

ritical Peak Pricing (A.05-01-016 et al.); 
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4. 
D

istributed G
eneration (R

.04-03-017 and its successor); 

5. 
Energy Efficiency (R

.01-08-028 and its successor); 

6. 
Avoided C

ost and Q
ualifying Facility (Q

F) Pricing (R
.04-04-025); 

7. 
R

enew
able Portfolio Standards (R

.04-04-026 and its successor); 

8. 
Transm

ission O
II, I.00-11-001; and R

enew
able E

nergy Transm
ission 

(I.05-09-005); 

9. 
C

onfidentiality (R
.05-06-040); and 

10. R
esource Adequacy R

equirem
ents (R

.05-12-013).  

This rulem
aking w

ill host any other procurem
ent policy issues that need to be 

addressed by the C
om

m
ission in a com

prehensive or integrated fashion.   

C
onsistent w

ith previous C
AISO

 Board directives, the C
AISO

 is supporting the C
PU

C
 in this 

R
ulem

aking to ensure that the objectives and outcom
es of the various phases are aligned and 

an appropriate m
ix of resources is procured, in the right geographic areas, in adequate am

ounts 
to operate the grid reliably. 

The LTPP R
ulem

aking has been separated into tw
o phases (w

hich are distinct from
 and not to 

be confused w
ith the tw

o phases of the R
esource Adequacy Proceeding, discussed in Sections 

3.2.2 and 3.2.3 below
). In LTPP Phase 1 the C

PU
C

 review
ed the need for additional policies to 

support new
 generation and long-term

 contracts in C
alifornia, including possible transitional 

and/or perm
anent m

echanism
s (e.g., cost allocation and benefit sharing, or som

e other 
alternative) w

hich can ensure investm
ent in and construction of new

 generation in a tim
ely 

fashion. In Phase 2 the LTPP R
ulem

aking w
ill serve as the forum

 for the C
PU

C
’s biennial 

procurem
ent review

 process, established pursuant to AB57, D
.04-01-050 and D

.04-12-048, 
w

hich requires that investor-ow
ned utilities subm

it long-term
 procurem

ent plans that serve as 
the basis for their procurem

ent, and w
ill com

prehensively integrate all C
PU

C
 decisions from

 all 
procurem

ent related proceedings. The C
AISO

 is expected to take an active role in the review
 of 

these plans to provide insight as to their ability to provide the necessary portfolio of resources 
that can reliably serve the load in the C

AISO
 control area.   

3.2.2 C
PU

C
 Phase 1 R

esource A
dequacy (C

om
pleted) 

Phase 1 of the C
P

U
C

 R
esource Adequacy proceeding (R

.05-12-013) w
as a continuation of the 

state’s program
 to ensure reliable and cost-effective supply in C

alifornia through augm
entation 

of the C
PU

C
’s previously adopted program

 of resource adequacy requirem
ents (“R

AR
”) in R

.04-
04-003. C

entral to Phase 1 of this R
esource Adequacy proceeding w

as the establishm
ent of a 

local capacity requirem
ent that is to be im

plem
ented through the R

AR
 program

 in 2007 for 
C

PU
C

-jurisdictional load-serving entities (LSEs).  This phase is now
 com

plete and a final 
decision w

as issued by the C
PU

C
 on June 29, 2006. 

3.2.3 C
PU

C
 Phase 2 R

esource A
dequacy  

Initiated in late sum
m

er 2006, P
hase 2 addresses a num

ber of new
 topics as w

ell suggested 
im

provem
ents to the current program

. N
ew

 topics include significant issues such as the 
institution of a capacity m

arket and a zonal capacity requirem
ents obligation on load-serving 

entities.  



C
alifornia ISO

 
 

R
evised M

arket Initiatives R
oadm

ap 

C
A

IS
O

 / M
P

D
 / JE

P
/M

M
 

 
R

evised D
raft – S

eptem
ber 14, 2007, page 40                     

O
n D

ecem
ber 15 2006, the C

P
U

C
 issued a scoping m

em
orandum

 that stated that the question 
of w

hether to im
plem

ent a C
apacity M

arket is a Track 2 item
, and a decision on Track 2 item

s 
w

ill be m
ade in early 2008 

The C
AISO

 is currently engaged in a stakeholder initiative to evaluate centralized capacity 
m

arket (C
C

M
) designs to aid in the decision of w

hether a C
C

M
 is an appropriate elem

ent of a 
long term

 R
esource Adequacy (R

A) plan. Pursuant to a M
ay 25 C

alifornia Public U
tilities 

C
om

m
ission (C

PU
C

) Assigned C
om

m
issioner R

uling (AC
R

), this effort is carefully being 
coordinated w

ith the Energy D
ivision Staff at the C

PU
C

 to ensure that the C
PU

C
’s consideration 

of proposals for C
C

M
 options is fully inform

ed by the C
AISO

’s concerns and expertise. 

The C
AISO

 w
ill use its stakeholder process to (1) evaluate alternative C

C
M

 options w
ith the 

objective of developing a C
AISO

 recom
m

endation to subm
it to the C

PU
C

, and (2) to build 
consensus around a single C

C
M

 conceptual design, if possible. The C
AISO

 w
ill include its 

recom
m

endation in a N
ovem

ber 2 Joint R
eport by the C

AISO
 and the Energy D

ivision Staff in 
the Track 2 Proceeding. 

The C
P

U
C

 decision on the design of a C
entralized C

apacity M
arket is expected in February 

2008.  

The current Issue Identification Paper can be found on the C
AIS

O
 w

ebsite at the follow
ing link: 

http://w
w

w
.caiso.com

/1c1e/1c1e8cf363270.pdf 

 3.2.4 D
em

and R
esponse  

W
ith the heat storm

 of 2006 and record setting load grow
th in C

alifornia and the nation, along 
w

ith the persistent challenges associated w
ith adding new

 transm
ission and generation 

capacity, policy m
akers, utilities and custom

ers are taking a renew
ed interest in dem

and 
response as a viable option for m

eeting future resource needs.  Interruptible and load cycling 
program

s have long been effective dem
and “responsive” resources used by utility operators to 

m
aintain reliability, after a system

 em
ergency has been declared. H

ow
ever, given deregulation 

and the spaw
ning of w

holesale energy m
arkets, along w

ith the advent of autom
ated, 

addressable, and dispatchable dem
and response technologies that can be triggered in very 

specific and targeted w
ays, perspectives on dem

and response applications have broadened.  
R

egulators and policy m
arkers see the potential for dem

and response to not only enhance the 
reliability of the grid operator, but to create m

arket efficiencies by adding additional capacity and 
liquidity to the w

holesale energy m
arkets. 

The C
AISO

 understood this potential.  The C
AISO

 also understood that C
alifornia w

as serious 
about m

eeting the state’s grow
ing energy needs by first low

ering dem
and before increasing 

supply
6.   Additionally, C

alifornia is com
m

itting m
illions of dollars on dem

and response 
program

s, yet both of these efforts are largely disconnected from
 the C

AISO
 as the grid 

operator and w
holesale m

arket provider.  

U
nderstanding that the dem

and-side represents the “other” econom
y in the w

holesale energy 
m

arket, the C
AISO

 is w
orking in collaboration w

ith the C
PU

C
, C

EC
 and dem

and resource 
providers to advance the integration of dem

and resources into the C
AISO

’s w
holesale m

arket 

                                                
6  

C
P

U
C

 and C
E

C
 adopted the Joint A

gency E
nergy A

ction P
lan, w

hich am
ong other things, established a goal of 

5%
 price-responsive dem

and by 2006 and a loading order that gives highest priority to energy efficiency and 
dem

and-side resources in the resource procurem
ent priority order of the IO

U
s.   
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design and grid operations.  In this regard, five key dem
and resource w

orking groups have been 
form

ed to help m
eet this im

portant objective.  The five w
orking groups are: 

 
1. 

D
em

and R
esponse Participation in M

R
TU

 R
elease 1 

• 
Lead agency- C

AISO
 

In the June 25, 2007 FER
C

 O
rder the C

AISO
 w

as directed to include in its 60-day status report  
how

 it w
ill incorporate dem

and response w
ithin the RU

C
 process by M

RTU
 Release 1 or 

explain w
hy such w

ork-arounds cannot be deployed in M
RTU

 Release 1. The Release 1 
W

orking G
roup is addressing this directive.  

2. 
D

em
and R

esponse Participation in M
R

TU
 Post R

elease 1 
• 

Lead agency- C
AISO

 

3. 
D

em
and R

esource Product Specification 
• 

Lead agency- C
EC

 

4. 
Infrastructure for D

em
and R

esources 
• 

Lead agency- C
EC

 

5. 
Vision for D

em
and R

esources 
• 

Lead agency- C
PU

C
 

Each group has specific objectives and resulting deliverables to produce w
ith the over-arching 

objective being to enable greater participation from
 dem

and resources in the w
holesale pow

er 
m

arkets. 

 3.2.5 C
A

ISO
 Short-term

 R
eliability Service  

In early 2006, the C
AISO

 participated in a joint filing of the R
eliability C

apacity Services Tariff 
O

ffer O
f Settlem

ent (“R
C

ST” Settlem
ent), for w

hich m
ost elem

ents are in effect. H
ow

ever, the 
C

AISO
 and m

arket participants are aw
aiting a FER

C
 final decision on the price basis for R

C
ST 

paym
ents. If approved as filed, the R

C
S

T Settlem
ent provisions w

ill expire the earlier of M
R

TU
 

im
plem

entation or D
ecem

ber 31, 2007. The term
s and conditions of the offer contain a m

odified 
version of the existing FER

C
-ordered M

ust O
ffer O

bligation (M
O

O
) for som

e units, but this M
O

O
 

as w
ell as the original M

O
O

 are, according to the current M
R

TU
 proposal, ending w

ith the 
im

plem
entation of M

R
TU

. 

The R
esource Adequacy (R

A) proceedings of the C
PU

C
 are intended to ensure that adequate 

resources are available to m
eet the dem

and and operating requirem
ents of the C

AISO
. In order 

to properly m
eet all projected system

 conditions, system
-w

ide capacity requirem
ents m

ust be 
supplem

ented by local and zonal requirem
ents. Even then, how

ever, there are conditions and 
circum

stances that require supply capacity that w
as not procured under the R

A requirem
ents. 

The R
C

ST provisions, in com
bination w

ith the M
O

O
, are expected to provide a m

echanism
 to 

enable the C
AISO

 to m
eet such needs. But because these provisions sunset w

ith the sooner of 
M

R
TU

 start-up or the end of 2007, the C
AISO

 m
ust develop a successor m

echanism
 for 

procuring reliability services on a short-term
 basis to be im

plem
ented at that tim

e.  

The C
AISO

 conducted a stakeholder process that concluded in D
ecem

ber 2006. The C
AISO

 
filed am

ended tariff language to address R
C

ST for 2007 w
ith FE

R
C

 on D
ecem

ber 15, 2006.  
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O
n M

arch 15, 2007, the C
AISO

 subm
itted tariff sheets to com

ply w
ith the February 13, 2007 

O
rder on 2007 R

C
ST (2007 R

C
ST Tariff Sheets). As required by that order, the C

AISO
 has 

m
odified section 43.2.1 of the C

AISO
 Tariff.  

 FER
C

 approved the C
AISO

’s proposed tariff am
endm

ents for R
C

ST in the 6/11/2007 O
rder 119 

FER
C

 61,266.  
 

The relevant FE
R

C
 orders on this topic can be located at the follow

ing locations: 
http://w

w
w

.caiso.com
/1bfb/1bfba41021b90.pdf 

http://w
w

w
.caiso.com

/1bee/1bee709f50330.doc 

 3.2.6 R
esource A

dequacy R
equirem

ents for N
on-C

PU
C

 Jurisdictional 
Entities 
The C

AISO
 in collaboration w

ith the C
PU

C
 and other local regulatory authorities is establishing 

a fram
ew

ork of requirem
ents to ensure supply sufficiency for the control area. The C

AISO
 has 

established appropriate tariff based reliability requirem
ents, w

hich include reporting and offer 
obligations to ensure com

parability for all parties. C
urrently, the C

AISO
 is w

orking w
ith non-

C
PU

C
 jurisdictional entities to im

plem
ent the reporting requirem

ents such that these entities are 
providing the C

AISO
 w

ith critical operating inform
ation through a standard tem

plate. In addition, 
the C

AISO
 is w

orking w
ith all stakeholders to review

 the study assum
ptions and m

ethodologies 
em

ployed to determ
ine the locational capacity needs in the C

AIS
O

 control area. M
oving 

forw
ard, this activity w

ill continue to clarify and refine the obligations and processes that all non-
C

PU
C

 jurisdictional entities w
ill use in m

eeting the C
AISO

 reliability requirem
ents.         

3.2.7 M
R

TU
 R

A
 Im

port C
apacity A

llocation M
ethodology 

The C
AISO

 filed an im
port accounting m

ethodology in its proposed M
R

TU
 Tariff on February 9, 

2006. H
ow

ever, on M
arch 13, 2006, the C

AIS
O

 filed its IR
R

P Tariff, w
hich included a 

m
ethodology for accounting for im

port capacity that built upon and w
as, in critical w

ays, superior 
to the language that w

as included in the February 9, 2006 M
R

TU
 Tariff filing. O

n M
ay 12, 2006, 

FER
C

 approved the IR
R

P filing and found the C
AISO

’s proposal for accounting of im
port 

capacity for 2007 to be equitable 

 O
n M

arch 22, 2007, the C
alifornia Independent S

ystem
 O

perator C
orporation (C

AISO
) filed a 

proposal to revise the m
ethodology for assigning transm

ission im
port capability into the C

AISO
 

C
ontrol Area to Load S

erving E
ntities (LSEs) for resource adequacy reporting and com

pliance 
purposes (Im

port C
apability Assignm

ent Am
endm

ents).  U
nder this m

ethodology, the C
AIS

O
 

proposed an accounting m
echanism

 to assign im
port capability on the basis of load ratio share 

w
hile respecting contractual transactions in order to m

aintain reliability of the C
AISO

-controlled 
grid. 

The proposal w
as approved by FER

C
 w

ith som
e m

odifications in the M
ay 18, 2007 O

rder w
hich 

is posted on the C
AISO

 w
ebsite at   

http://w
w

w
.caiso.com

/1bee/1bee84ae74c0.doc. 

The C
AISO

 B
oard docum

ents on this topic are located at:   

http://w
w

w
.caiso.com

/1b94/1b94ded2511d0.htm
l 
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3.2.8 R
enew

able R
esources  

C
onsistent w

ith its 2006 Annual C
orporate G

oals, the C
AISO

 developed a plan for supporting 
State policy regarding renew

able resources. This plan, called the “R
enew

ables R
oad M

ap,” w
as 

provided to the C
AISO

 B
oard at the June 13-14, 2006 m

eeting.   

The prim
ary goals and objectives of the plan are to integrate renew

able resources into the 
C

AISO
's transm

ission planning, m
arkets and operations to support the State’s goal of 20 

percent of custom
er load being served by renew

able resources by the end of the year 2010; 
and to identify additional issues and challenges that m

ust be addressed to support the State’s 
ultim

ate goal of 33 percent of custom
er load being served by renew

able resources by 2020. 

The R
enew

ables R
oad M

ap can be found through the follow
ing w

eb link: 

http://w
w

w
.caiso.com

/pubinfo/B
O

G
/docum

ents/index.htm
l 

  


